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ComEd-All 1.07. Do you contend that the GPG Project will not address each of the 
infeasibilities in Stage 1A Auction Revenue Rights (“ARRs”) 
identified in ComEd’s Petition and the direct testimony of Mr. 
McGlynn (ComEd Ex. 3.0)?  If your answer is anything other than 
an unqualified “no,” please state the full basis of your contention 
and identify specifically the evidence on which you rely. 

 
Response: 
 
Mr. Zuraski notes that he is unable to independently verify the assertion that the CPG 
Project will address each of the infeasibilities in Stage 1A Auction Revenue Rights 
(“ARRs”) identified in ComEd’s Petition and the direct testimony of Mr. McGlynn.  With 
that understanding, Mr. Zuraski does not contend that the CPG Project will not address 
the identified infeasibilities. 
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ComEd-All 1.09. Do you deny that it is equitable for there to be a workable 
mechanism by which Illinois retail “native load” customers can be 
compensated for the costs of congestion that would otherwise 
increase the costs of their access to historically available 
generation resources across transmission facilities that those 
customers funded?  If your answer is anything other than an 
unqualified “no,” please state the full basis of your contention and 
identify specifically the evidence on which you rely. 

 
Response: 
 
Staff objects to this question as it is vague and ambiguous.  Notwithstanding this 
objection, and without waiving any objections or privilege, Staff provides the following 
response.   
 
Mr. Zuraski would not dispute a policy maker’s contention that it is equitable to institute 
a workable mechanism by which “native load” customers can be compensated for the 
costs of congestion that would otherwise increase the costs of their access to 
historically available generation resources across transmission facilities that those 
customers funded.  However, Mr. Zuraski states that “equitable” is an inherently 
subjective concept and one that should not be rigidly defined and sought after by policy 
makers, without regard to other objectives.  For example, Mr. Zuraski believes that, if 
such a mechanism, in some instances, were to lead to additional investment where the 
costs exceed the benefits, a policy maker may consider such applications of the 
mechanism to be neither equitable nor in the public interest.  
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ComEd-All 1.12. Are you aware of any means of achieving each of the objectives 
of the Grand Prairie Gateway Project at less than the cost set 
forth in ComEd’s petition and direct testimony?  If your answer is 
anything other than an unqualified “no,” please: 

a. Identify in detail the alternative that you contend achieves 
those objectives at a less cost;  

b. Provide a detailed breakdown of those costs and the 
derivation or source of same; and 

c. Produce all evidence on which you rely in forming the opinion 
that the alternative can be constructed at less cost than the 
Grand Prairie Gateway project cost as described in ComEd’s 
Petition and direct testimony.   

 
Response: 
 
Staff objects to this question on the basis that the phrase “objectives of the Grand 
Prairie Gateway Project” is vague and ambiguous.  Notwithstanding that objection, and 
without waiving any objections or privilege, Staff provides the following response. 
 
If the objectives of the Grand Prairie Gateway Project are to restore the feasibility of 
Stage 1A Auction Revenue Rights without creating new reliability violations, then Mr. 
Zuraski is not aware of any means of achieving those objectives at a cost that is less 
than the cost set forth in ComEd’s petition and direct testimony.  Mr. Zuraski also notes 
that he has not attempted to identify any such alternatives. 
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ComEd→Staff 2.02 What is Mr. Zuraski’s understanding, as an economist, of the 

geographic scope of the “competitive electricity market” as that 
phrase is used in Section 8-406.1 of the PUA?  Please produce 
any document of other information on which Mr. Zuraski’s opinion 
relies. 

Response:   

Staff objects to this question as calling for a legal conclusion.  Mr. Zuraski is not an 
attorney and is not in a position to assess the legislative intent of the terms in the 
statute.  Notwithstanding that objection, without waiving any objection or privilege, and 
only insofar as the question asks for “Mr. Zuraski’s understanding, as an economist, of 
the geographic scope of the “competitive electricity market,” Staff provides the following 
response. 

Mr. Zuraski notes that there are several electricity markets that are relevant to the 
welfare of Illinois consumers.  For instance, while one may be able to speak of an 
Illinois retail market or a Northern Illinois wholesale market for electric power supply, 
these markets are dependent upon a wholesale market for electric power supply that is 
much broader in geographic scope.  At present, this broader geographic scope would 
extend at least to the portions of the Eastern Interconnection that are controlled by PJM 
and MISO.  Ideally, an assessment of market structure and competition would recognize 
the extent of the interrelationship between geographically diverse segments of the 
market. 
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ComEd→Staff 2.07 Please refer to lines 193-203 of Staff Exhibit 1.0.  Does Mr. 

Zuraski agree that the most appropriate measure of market 
energy prices in the ComEd zone at any point in time is the 
Locational Marginal Price averaged across all pricing nodes in the 
ComEd zone? 

Response: 

Yes. 
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ComEd→Staff 2.14 Has Mr. Zuraski performed any economic analysis of the effect of 

the Project on the value of Stage 1A ARRs other than as set forth 
in his direct testimony, Staff Exhibit 1.0?  If the answer is anything 
but an unqualified “no,” please provide that analysis, all 
associated workpapers, and documents and other information 
that Mr. Zuraski relied upon in conducting that analysis. 

Response: 

No. 
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ComEd→Staff 2.15 Does Mr. Zuraski believe that the costs of generators physically 

located in Illinois are the only generator costs that impact the cost 
of electric energy paid by ComEd’s retail customers?  If the 
answer is anything other than an unqualified “no,” please provide 
all documents and other information supporting Mr. Zuraski’s 
belief. 

Response: 

No. 
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ComEd→Staff 2.18 Please refer to lines 104-108 of Staff Exhibit 1.0.  Does Mr. 

Zuraski agree that the “lower premiums paid by ComEd and other 
ComEd Zone load serving entities” would result in lower costs to 
Illinois retail customers?  If the answer is anything other than an 
unqualified “yes,” please provide all documents and other 
information supporting Mr. Zuraski’s answer. 

Response: 

All else equal, “lower premiums paid by ComEd and other ComEd Zone load serving 
entities” would probably result in lower costs to Illinois retail customers.  For ComEd’s 
eligible retail customers, any lower premiums would be reflected in lower prices due to 
the ComEd’s cost-tracking rider.  For customers also served by ARES, lower premiums 
paid by ARES would also place downward pressure on retail prices.  However, for both 
ComEd and ARES customers, the above-referenced downward pressure on retail 
prices would have to be greater than the upward pressure on retail prices that are due 
to increases in transmission service rates associated with the transmission upgrade. 
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ComEd→Staff 2.20 Is it Mr. Zuraski’s opinion that rendering the Stage 1A ARRs 

feasible will provide no benefit to the “competitive electricity 
market” in Illinois?   
a. If the answer is anything other than an unqualified “yes” 

please identify each such benefit, state whether and how it 
can be quantified,  and provide a full explanation of how that 
benefit affects the competitive electricity market.   

b. If the answer is an unqualified “yes,” please provide any 
documents or other information supporting Mr. Zuraski’s 
response. 

 

Response: 

No.  Constraints potentially increase the market power of generating firms.  This is 
particularly true if, when, and where a constraint is binding on the optimum dispatch of 
existing generation resources and, at the same time, there is a very limited number of 
generating firms that must be dispatched in order to serve the expected quantity of 
power demanded.  That market power is enhanced by the extent to which demand is 
inelastic with respect to price.  This potential for generating firms to possess and 
exercise market power appears to be recognized by PJM and the PJM market monitor, 
and there are protocols in place to mitigate that market power.  The fact that, despite 
congestion in the ComEd Zone, ComEd Zone energy prices have consistently been the 
lowest or near the lowest relative to prices in other PJM zones may be an indication that 
those mitigation efforts have been working.  In this regard, also see the response to DR 
ComEd →Staff 2.01, which quotes from the PJM market monitor’s most recent annual 
State of the Market report.  Specifically, the market monitor notes that “The local market 
structure was evaluated as not competitive due to the highly concentrated ownership of 
supply in local markets created by transmission constraints,” but that “Market 
performance was evaluated as competitive.”  

a. As indicated above, transmission constraints potentially increase the market 
power of generating firms (even though there are procedures in place to limit the 
exercise or mitigate the impact of that market power).  Conversely, relieving 
transmission constraints (for example, with the proposed project that will 
purportedly render desired Stage 1A ARR allocations simultaneously feasible) 
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can potentially increase the competitiveness of the electricity market.  
Reasonable attempts to assess that potential impact might include:  

i. Modeling optimum dispatch with and without the project, observing in the 
simulation output changes in market shares, Herfindahl-Hirschman Index 
statistics, and three pivotal supplier test results; 

ii. Review historical data from before and after actual transmission expansions, 
observing changes in market shares, Herfindahl-Hirschman Index statistics, 
three pivotal supplier test results, extent of offer capping, and the extent of 
price mark-ups by generation owners and units.  

b.  N/A 
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ComEd→Staff 3.02 Does Mr. Zuraski believe, as an economist, that the 

Commission should not consider any of the benefit/cost analysis 
identified at lines 652-654 of his rebuttal testimony in evaluating 
whether the Project “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.”  If the answer is anything other than 
an unqualified “No,” please explain in detail how the 
Commission should consider such analysis as it relates to that 
aspect of the Public Utilities Act. 

Response: 

I believe that the benefit/cost analysis identified at lines 652-654 of my rebuttal 
testimony is irrelevant to evaluating whether the Project will promote competition, per 
se.  On the other hand, the analysis is relevant to determining whether the Project “will 
promote the development of an effectively competitive electricity market,” since the 
Project can be expected to lead to lower consumer prices, which is certainly the type of 
outcome that is consistent with an electricity market that operates efficiently and is 
overseen and managed in such ways as to mimic competition (a market that is 
effectively competitive).  
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ComEd→Staff 3.10 Is it Mr. Zuraski’s opinion that maintaining the feasibility of Stage 

1A ARRs in Illinois does not “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?”  If the answer is anything other 
than an unqualified “yes,” please explain how maintaining such 
rights affect that element of the PUA. 

Response: 

Speaking from the perspective of an economist, I understand that maintaining the 
feasibility of Stage 1A ARRs is accomplished by adding transmission capacity that 
reduces congestion.  As such, maintaining the feasibility of Stage 1A ARRs has the 
potential to reduce local market power, thereby promoting a more competitive market.  
This leads me to believe that the impact of the Project on competition will at least be de 
minimis.    
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ComEd→Staff 3.12 Does Mr. Zuraski agree that LMPs are one of the methods by 

which generators and potential generators receive price signals 
that affect their decisions on whether to enter or exit a market?  
If not, please explain the entire basis for Mr. Zuraski’s 
disagreement.  

Response: 

Yes. 
  

Docket No. 13-0657 
ComEd Group Cross-Examination Ex. 4



Response to ComEd’s 
Sixth Set of Requests to Staff 

Docket No. 13-0657 
Response Date: April 14, 2014 

 
Responding Staff Witness: Richard J. Zuraski 
Title: Economist 
Business Address: 
 
 
Phone Number: 

Illinois Commerce Commission 
527 East Capitol Avenue 
Springfield, IL 62701 
217-785-4150 

 
ComEd→Staff 6.01 In light of all of the evidence filed in this docket to date, including 

ComEd’s surrebuttal testimony, does Mr. Zuraski:  
a. Recommend that the Commission approve ComEd’s request 

for a Certificate of Public Convenience and Necessity under 
Sections 8 406.1 and 8-503 of the Public Utilities Act; or 

b. Recommend that the Commission deny ComEd’s request for 
a Certificate of Public Convenience and Necessity under 
Sections 8 406.1 and 8-503 of the Public Utilities Act; or  

c. Make no recommendation as to whether the Commission 
should ultimately approve or deny ComEd’s request for a 
Certificate of Public Convenience under Sections 8-406.1 
and 8-503 of the Public Utilities Act; or 

d. Make some other recommendation to the Commission that is 
not covered by A, B, or C, above?   

If your answer falls under subpart (d), what is that other 
recommendation? 

Response: 
In testimony filed in this case, I have not made recommendations to the Commission to 
either approve or reject ComEd’s request for a Certificate of Public Convenience and 
Necessity.  My intent has been to provide information that I thought the Commission 
could find relevant to making certain findings – namely, whether or not: 

(1) the Project will “promote the public convenience and necessity” 220 ILCS 5/8-
406.1(f);  
(2) the Project 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” 220 ILCS 5/8-406.1(f)(1); and  
(3) the Project is “necessary and should be erected, to promote the … 
convenience of … the public or promote the development of an effectively 
competitive electricity market, or in any other way to secure adequate service or 
facilities.” 220 ILCS 5/8-503.  

In my direct testimony, with respect to the above-listed finding (1), I attempted to convey 
that the Project did not appear likely to promote the public convenience and necessity, 
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based on calculations showing how the Project would cost ratepayers significantly more 
than it saved them over its useful lifespan.  With respect to the above-listed findings (2) 
and (3), I attempted to convey that the Company had not convinced me that the Project 
would, in any material way, promote competition.   
In my rebuttal testimony, I attempted to clarify the above points.  In addition, with 
respect to finding (1), I responded to updated information from the Company, which 
appeared to show that the Project could be shown to be beneficial to ratepayers, by 
taking into account quantifiable benefits and costs.  I also responded to Company 
witnesses’ new or refined arguments concerning finding (2) (I had reason to believe, at 
this point, that further discussion of finding (3) was unnecessary).  While acknowledging 
some truth to some of ComEd’s arguments, I could not see that the Company’s 
testimony established that the Project, itself, would have anything more than a de 
minimis impact on competition.  I noted that there was no direct evidence that the 
Project would have anything more than a de minimis impact on competition, and I gave 
some examples of what such direct evidence might be. 
It is important to realize that, through the preparation of my direct and rebuttal 
testimony, my perspective on finding (2) was focused on the Project’s impact on 
competition.  I believed that the type of evidence which would be useful to the 
Commission in its deliberations over these findings should be focused on evidence that 
could link the Project (or at least projects like it) to the enhancement of competition.  
However, after reading the Company’s surrebuttal testimony and upon further reflection, 
I have growing doubts that such a perspective is the most sensible one.   
First, Ms. Solomon makes a reasonable argument why it may be impractical or 
misleading to measure the impact of a project such as the GPG on the PJM market.  
For instance, she testifies:  

PJM at any given time has several hundred transmission projects in various 
stages of planning and construction.  Under such circumstances, one would not 
expect any single project necessarily to have a “significant” (however defined) 
effect on the overall market, but will have more localized effects at reducing 
congestion and facilitating a competitive and efficient market, most importantly, 
by reducing prices to consumers.  But each project somehow is contributing to 
that effect.   
 

(ComEd Ex. 23.0, 10: 203-209.) 
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Second, Ms. Solomon discusses something that I already knew but did not fully 
appreciate in the context of finding (2).  Many of the PJM markets are not structurally 
competitive.  (ComEd Ex. 23.0, 16:  349-357.)  In such cases, market participants, left to 
their own devices, probably would not act competitively.  Even having structurally 
competitive PJM markets as a goal – something to be “promoted” and “developed” – 
may not be realistic.  However, I share the view of several ComEd witnesses that these 
PJM markets can at least be overseen and managed in such ways as to mimic in many 
respects the type of outcomes that are expected from competitive markets.   
The above considerations lead me to question my original focus on the Project 
contributing to the growth of “competition,” per se, as opposed to the relationship 
between the Project and “an effectively competitive electricity market that operates 
efficiently.”  In particular, if the Project can be expected to lead to lower consumer prices 
within Illinois, then that is certainly the type of outcome that is consistent with an 
electricity market that operates efficiently and is overseen and managed in such ways 
as to mimic competition (a market that is effectively competitive).  Going further, but 
stopping short of expressing a legal opinion, I would opine that this relationship between 
the Project and “an effectively competitive electricity market that operates efficiently”  
should be sufficient for the Commission to make finding (2).1  
Similarly, several ComEd surrebuttal witnesses now cite, among other things, the net 
benefits associated with the Project as justifying a conclusion that the Project promotes 
an “effectively competitive electricity market that operates efficiently, is equitable to all 
customers, and is the least cost means of satisfying those objectives.”  For instance, Mr. 
Elliot cites a response to a data request where I said the Project should cause LMPs to 
decrease, to which he comments, “That response alone acknowledges that the Project 
promotes the development of an effectively competitive market.” (ComEd Ex. 22.0, 7: 
125-127.)  Mr. Naumann is asked, “Do you have any further comments on how the GPG 
Project promotes the development of an effectively competitive electricity market?”  
(ComEd Ex. 21.0, 14: 255-256.)  He replies that “the GPG Project will result in hundreds 
of millions of dollars in savings to load in the ComEd zone.”  Id., 14: 257-258.  Ms. 
Solomon testifies that “significant cost benefits to Illinois customers have been 
demonstrated,” adding that this and other effects of the Project “contribute to the 

1 On the other hand, I was and still am reluctant to rely on the anticipated price reductions as an indication 
that the Project would promote competition, per se, because the Project could have the same impact if 
PJM and all the generation owners within it were one large regulated monopoly.  The price reductions are 
the result of a centrally managed power pool efficiently minimizing costs, subject to fewer constraints   
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facilitation and ongoing development and maintenance of an effectively competitive, 
efficient electric market.”  (ComEd Ex. 23.0, 18: 386-392.)   
Notwithstanding the above change in perspective, ComEd’s original primary justification 
for the Project was that it would cure Stage 1A ARR infeasibilities.  ComEd has 
produced plenty of supporters but little in the way of proof of the theory that generally 
preserving Stage 1A ARR feasibility in the manner described in PJM’s operating 
agreement is a crucial component of ensuring the existence of a competitive, efficient, 
and equitable electricity market.  However, at least in this particular case, I believe there 
is sufficient evidence that the Project will lead to lower consumer prices, which is 
consistent with “an effectively competitive electricity market that operates efficiently.”  If 
such evidence is sufficient for finding (2), then it is not necessary for the Commission to 
accept the Stage 1A ARR theory in order to approve the certificate in this case.   
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ComEd→Staff 6.02 Is Mr. Zuraski aware of any manner in which customers will be 
harmed if the Project is constructed and energized as proposed 
by ComEd?  If the answer is anything other than an unqualified 
“no”, please explain such harm fully and provide all documents 
and data that support your conclusions. 

Response: 
 
Although unlikely, it is possible that customers will be harmed if the Project is 
constructed and energized as proposed by ComEd.  I assume that ComEd’s estimates 
of costs and benefits were made in a reasonable and unbiased manner.  They are, 
however, estimates, based on assumptions.  Some of the assumptions may be 
incorrect.  Thus, it is possible that the benefits are not greater than the costs and 
ratepayers end up paying more rather than less for electricity.  In this sense, customers 
could be harmed.   
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ComEd→Staff 6.03 Is Mr. Zuraski aware of any manner in which the competitive 

electricity market will be harmed if the Project is constructed and 
energized as proposed by ComEd?  If the answer is anything 
other than an unqualified “no”, please explain such harm fully 
and provide all documents and data that support your 
conclusions. 

 
Response: 
No. 
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