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By the Commission:

l. INTRODUCTION, SUMMARY OF POSITIONS, DESCRIPTION OF
PETITIONER AND THE PROJECT

A. Introduction and Procedural History

On October 10, 2012, Rock Island Clean Line LLC (“Rock Island” or “Petitioner”) filed
its Petition in this docket requesting an order from the Illinois Commerce Commission
(“Commission”) (1) granting Rock Island a Certificate of Public Convenience and Necessity
(“CPCN”) pursuant to §8-406 of the Public Utilities Act (“PUA”), 220 ILCS 5/8-406, to operate
as a transmission public utility in the state of Illinois; (2) granting Rock Island a CPCN pursuant
to 88-406 to construct, operate and maintain a proposed electric transmission line, as described in
the Petition, known as the Rock Island Clean Line Project (“Rock Island Project” or “Project”);
(3) authorizing and directing Rock Island to construct the proposed transmission line pursuant to
88-503 of the PUA, 220 ILCS 5/8-503; and (4) granting Rock Island certain other relief in
connection with its operations as a public utility, including authority to maintain its books and
records in accordance with the Federal Energy Regulatory Commission (“FERC”) Uniform
System of Accounts and authority, pursuant to 83 Ill. Admin. Code 8§250.20 and §250.40, to
maintain its books and records at a location outside of Illinois. Petition at 1, 38-41; Rock Island
Initial Brief (“1B”) at 1.

During the course of this proceeding Rock Island submitted the testimony and associated
exhibits of the following 12 witnesses: (1) Michael Skelly, President of Rock Island and
President and Chief Executive Officer of Rock Island’s ultimate parent company Clean Line
Energy Partners LLC (“Clean Line”); (2) Dr. Wayne Galli, Executive Vice President —
Transmission and Technical Services of Clean Line; (3) Gary Moland, Director of Power
Markets & Transmission Analysis at GL Garrad Hassan; (4) Dr. Karl McDermott, Ameren
Distinguished Professor of Business and Government at the University of Illinois, Springfield
(“UIS”), Acting Director of the Center for Business and Regulation in the College of Business
and Management at UIS, and Special Consultant to National Economic Research Associates, Inc.
(*“NERA”); (5) Dr. David G. Loomis, Professor of Economics at Illinois State University,
Director of the Center for Renewable Energy and Executive Director of the Institute for
Regulatory Policy Studies; (6) Leonard Januzik, Senior Director and Midwest Regional Manager
of Quanta Technology, LLC; (7) Hans Detweiler, Director of Development for the Rock Island
Project; (8) Matthew Koch, a project manager and environmental consultant with HDR
Engineering, Inc.; (9) Pierre M. Adam, a Vice President of Kiewit Power Constructors Co.
(“KPC); (10) David Berry, Executive Vice President — Strategy and Finance of Clean Line; (11)
Neil Wallack, President of ZBI Ventures, LLC, and a limited partner in ZAM Ventures, L.P.
(one of the owners of Clean Line), and a member of the Clean Line Board of Directors; and (12)
Rudolph L. Wynter, Jr., President of FERC Regulated Businesses at National Grid USA (also
one of the owners of Clean Line) and a member of the Clean Line Board of Directors.

B. Description of Petitioner and of the Project

1. Rock Island’s Position
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Rock Island is a Delaware limited liability company and is qualified to do business in
Illinois. Rock Island is a wholly owned subsidiary of Rock Island Wind Line, LLC, a Delaware
limited liability company, which is in turn a wholly owned subsidiary of Clean Line, also a
Delaware limited liability company. Petition {11, 2 and 3; Rock Island Ex. 1.0 at 12-13; Rock
Island IB at 2. The owners of Clean Line are GridAmerica Holdings Inc., Clean Line Investor
Corp., Michael Zilkha, and Clean Line Investment LLC. Rock Island Ex. 1.1 Rev.; Rock Island
IB at 2. GridAmerica Holdings Inc. is a subsidiary of National Grid USA, a major owner and
operator of electric transmission and distribution facilities and natural gas distribution systems in
New York, Massachusetts, and Rhode Island. Rock Island Ex. 10.12 at 1-2; Rock Island Ex.
12.0 at 2; Rock Island IB at 2. National Grid USA is a subsidiary of National Grid plc, which
owns and operates the high voltage electric transmission system in England and Wales and
natural gas transportation and distribution systems in Great Britain and is part owner of high
voltage direct current (“HVDC”) transmission links to France and the Netherlands. Rock Island
Ex. 10.12 at 1-2; Rock Island Ex. 12.0 at 2-3; Rock Island IB at 2-3. Clean Line Investor Corp.
is a subsidiary of ZAM Ventures, which is the principal investment vehicle for ZBI Ventures, a
subsidiary of Ziff Brothers Investments, L.L.C. Rock Island Ex. 1.0 at 13; Rock Island IB at 3.
Michael Zilkha is an energy industry investor and was a primary investor in Horizon Wind
Energy, one of the leading U.S. wind energy companies, during its initial growth. Rock Island
Ex. 1.0 at 2, 13; Rock Island IB at 3. Finally, Clean Line Investment LLC is owned by Clean
Line employees and service providers. ComEd Cross Ex. 4; Rock Island IB at 3. When National
Grid completes the funding of its initial investment commitment, it will own approximately 40%
of the voting units in Clean Line; ZAM Ventures will own more than 50% of the voting units;
and the balance of the equity investment in Clean Line (less than 10%) will be owned by
Michael Zilkha and by Clean Line employees and service providers through Clean Line
Investment LLC. Rock Island Ex. 10.12 at 3; ComEd Cross Ex. 4; Rock Island IB at 3.

Rock Island seeks authority to construct, operate, and maintain the Illinois portion of the
Rock Island Project. Rock Island explains that the Project will consist of (i) a nominal £600
kilovolt (“kV”) HVDC electric transmission line that will extend approximately 500 miles from
a location in O’Brien County, lowa, to a direct current (*DC”)-to-alternating current (“AC”)
converter station in Channahon, Illinois, and (ii) approximately 3.2 miles of AC transmission line
facilities from the converter station to the Collins Substation in Grundy County, where it will
interconnect with the 765 kV transmission system of Commonwealth Edison Company
(“ComEd”). Because the Project will use HVDC technology, rather than AC technology, to
move power from O’Brien County, lowa to Grundy County, it will include an AC-to-DC
converter station at its western terminus in O’Brien County, lowa, and the DC-to-AC converter
station in Grundy County. Rock Island states that the Project will have the capacity to deliver
3,500 megawatts (“MW™) to the Collins Substation. The route proposed by Rock Island for the
Project in Illinois (referred to as the “Preferred Route”) crosses the Mississippi River at
Princeton, lowa, enters lIllinois south of Cordova, Illinois, and traverses parts of Rock Island,
Whiteside, Henry, Bureau, LaSalle, and Grundy Counties to the eastern converter station. From
the eastern converter station, AC transmission facilities will be constructed to the interconnection
with the PJM Grid at the Collins Substation.! Petition, 116 and 58; Rock Island Ex. 7.0 Revised

! The portion of the Project route from the western converter station to the eastern converter station is
referred to as the “DC Section.” In Illinois the DC section of the Preferred Route is approximately 117
miles long. The portion of the Project route from the eastern converter station to the Collins Substation is

2
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at 6-7; Rock Island IB at 3-4. Rock Island’s estimated total cost to develop and construct the
Project (both the lowa and Illinois portions) is $1.833 billion, which includes the costs for the
two converter stations (each approximately a $285 million investment) as well as the
transmission facilities. Rock Island Ex. 10.26 at 37; Rock Island IB at 4.

Rock Island states that is proposing to construct and operate the Project in order to
connect wind generation facilities that will be built in northwest lowa and nearby areas in South
Dakota, Nebraska, and Minnesota (referred to as the “Resource Area”) with electricity markets
in northeast Illinois and elsewhere in the PJM grid. According to Rock Island, the Resource
Area has some of the best wind resources in the U.S. and can support construction of thousands
of MW of new, high-capacity wind generation facilities; however, there is presently inadequate
transmission capacity between the Resource Area and more populated, electricity-consuming
areas such as northeast Illinois to justify the construction of significant new wind generating
facilities in the Resource Area. Rock Island contends that developers of wind generation
facilities will not construct new wind farms in the Resource Area unless and until improved
transmission capacity and service become available to connect the new wind generation facilities
to market areas such as northeast Illinois and PJM. Rock Island Ex. 1.0 at 5-7, 31-32; Rock
Island Ex. 10.0 at 4-11; Rock Island IB at 4-5.

Rock Island states that its objective in constructing the Project is to provide a direct
transmission connection between the Resource Area and northeast Illinois and thereby to provide
a basis for the development and construction of high capacity factor wind generation facilities in
the Resource Area that can serve Illinois and other parts of the PJM region. According to Rock
Island, the Project will be capable of providing access to the electricity market in northeast
Illinois for more than 4,000 MW of generating facilities in the Resource Area and will be able to
deliver over 15,000,000 megawatt hours (“MWh”) of electricity per year to northeast Illinois,
which is equal to the annual usage of approximately 1,400,000 homes. Rock Island Ex. 1.0 at 6-
7; Rock Island Ex. 10.13 at 14-15; Rock Island 1B at 5. According to Rock Island, the new, high
capacity factor wind generation in the Resource Area enabled by the Project will be cost-
effective resources (compared to other alternatives) for meeting the increasing demand for
electricity from renewable resources in Illinois and other PJM states. Rock Island states that this
demand is driven by state renewable portfolio standard (“RPS”) requirements, by a generally
increasing demand for electricity from renewable resources in addition to RPS requirements, and
by a need for clean energy sources to replace retiring fossil-fueled generation. Rock Island Ex.
10.0 at 14-25; Rock Island Ex. 10.14 Rev. at 34, 38, 47; Rock Island IB at 5-6.

Rock Island states that the Project is a “merchant” transmission project. Rock Island
states that it believes the Project is the first merchant electric transmission project to be
constructed in Illinois, and therefore is the first merchant transmission project for which a CPCN
has been requested from the Commission. Rock Island explains that, as a merchant transmission

referred to as the “AC Section” and is approximately 3.2 miles long. Rock Island Ex. 7.0 Rev. at 4, 6 and
8; Rock Island IB at 4, footnote 4. Attachment 5 to the Petition and Rock Island Exhibits 7.1 and 8.1 are
maps showing the Preferred Route of the Project in Illinois; narrative descriptions of the DC Section and
AC Section of the Preferred Route in Illinois are provided at pages 6-8 of Rock Island Exhibit 7.0 Rev.;
and legal descriptions of the DC Section and AC Section of the Preferred Route in Illinois are provided as
Attachment 4 to the Petition and in Rock Island Exhibits 7.2 and 7.4.

3
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project, it will recover its costs of construction and operation solely through the revenues it
receives from the specific transmission customers that purchase capacity and take transmission
service on the Project. Rock Island contends that Rock Island and its investors — not the retail
electric ratepayers of Illinois or other states — will bear any risks that the Project cannot be
successfully constructed and completed or that the revenues received by the Project will prove to
be insufficient to provide Rock Island’s investors with an adequate rate of return on their
investment. Rock Island Ex. 10.13 at 11; Rock Island Ex. 10.14 Rev. at 28-29, 30-31, 35; Rock
Island Ex. 10.26 at 8, 10, 14; Tr. 647-48, 951-52, 1007-08; Rock Island IB at 6. According to
Rock Island, in granting its request for negotiated rate authority, the Federal Energy Regulatory
Commission (“FERC”) specified: “Rock Island has agreed to bear all the risk that the Project
will succeed or fail based on whether a market exists for its services. Rock Island has no ability
to pass on any costs to captive ratepayers.” 139 FERC 1 61,142 at P 16; Rock Island Ex. 10.26 at
20 fn. 23; Rock Island IB at 6. Rock Island contends that, consistent with this condition in its
FERC negotiated rate order, it has no plans to recover the costs of the Project from retail
customers by cost allocation to load through regional transmission organizations’ (“RTO”) cost
recovery processes; in fact, Rock Island believes there is presently no cost allocation mechanism
by which the costs of an inter-regional transmission line such as the Project can be recovered.
Rock Island Ex. 1.0 at 15-16; Rock Island IB at 7. Rock Island has proposed including a
condition to its CPCN specifying that Rock Island would not be allowed to recover any portion
of its costs through regional cost allocation to load unless it first made a new filing with this
Commission for approval to recover its costs through cost allocation to load and received such
approval from the Commission. Rock Island Ex. 10.14 Rev. at 29-30; Rock Island Ex. 10.26 at
21-22; Rock Island IB at 7.

Rock Island plans, as a merchant project, to finance construction of the Project using a
project finance approach, which Rock Island states has been frequently employed for energy and
infrastructure projects including electric generation plants, electric transmission facilities and
natural gas pipelines. Rock Island summarizes the project financing plan as follows: after
obtaining the necessary regulatory approvals for the Project and completing the necessary pre-
construction development activities, Rock Island will enter into long-term transmission capacity
and service contracts with customers of the line and then will raise equity and debt capital for
construction based on the revenue streams from the contracts. Rock Island Ex. 10.0 at 30-41,;
Rock Island IB at 7. Rock Island has also accepted a condition to its CPCN, proposed by
Commission Staff, which specifies that Rock Island will not begin construction of the
transmission line on easement properties in Illinois until it has secured binding financial
commitments for the entire cost of constructing the Project and has submitted documentation to
Staff showing that Rock Island has satisfied this condition. Rock Island Ex. 10.13 at 2-4; Rock
Island Ex. 10.14 Rev. at 5; Rock Island IB at 7-8.

Rock Island has committed that for tangent structures (i.e., straight-line, non-turning
structures) on the transmission line, it will use only single, drilled pier-type concrete foundations
or direct embed-type foundations that are typical of single pole-type structures, and will only use
multi-foundation lattice type structures for turns, long spans such as river crossings, and similar
situations where specific engineering and environmental challenges are present. Rock Island Ex.
7.28 at 3; Rock Island IB at 8. Rock Island states that typical span lengths between the single
pole structures will be approximately 1,200 feet, resulting in 4 to 6 structures per mile, with
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longer spans used where needed, such as at river crossings and to avoid placing structures in
sensitive areas. Rock Island Ex. 2.0 at 28, 30-31; Rock Island Ex. 7.30 at 15; Rock Island IB at
8. Rock Island is requesting authority for a 200-foot right-of-way (“ROW?”) for the DC Section
of the Project, with a wider ROW requested at certain identified locations. Rock Island Ex. 2.0
at 29; Rock Island IB at 8. For the AC Section, Rock Island is requesting authority for 270 feet
of ROW based on construction of a single circuit 345 kV AC line and a separate, double circuit
345 kV AC line from the eastern converter station to the Collins Substation. I1d. at 30; Rock
Island IB at 8. Rock Island has entered into an Agricultural Impact Mitigation Agreement
(“AIMA”) with the Illinois Department of Agriculture (“IDOA”). Rock Island Ex. 7.28.

Rock Island’s Petition does not request a grant of eminent domain authority pursuant to
88-509 of the PUA (220 ILCS 5/8-509.) Rock Island states that, upon receiving its CPCN, it will
attempt to acquire all necessary easements in Illinois through negotiations and voluntary
agreements with landowners. Rock Island states that it will not return to the Commission to seek
eminent domain authority unless and until it has exhausted reasonable efforts to obtain
easements through voluntary negotiations and agreements, and then (if at all) only for eminent
domain authority on those parcels for which it has been unable to acquire easements through
voluntary agreements. Rock Island Ex. 1.0 at 5; Rock Island Ex. 7.0 Rev. at 39; Rock Island IB
at 8. Rock Island believes this approach is consistent with the Commission’s view expressed in
other transmission line and pipeline certificate cases that meaningful negotiations between the
utility and landowners for easements cannot occur until the route of the facility has been
approved by the Commission (which occurs in a CPCN order), and therefore that it is preferable
not to grant eminent domain authority in the same proceeding and order in which construction of
the project and its route are approved. Rock Island IB at 9.

2. IAA’s Position
3. ILA’s Position
4. ComEd’s Position
5. IBEW'’s Position
6. Wind on the Wires’ Position
7. ELPC-NRDC’s Position
8. Staff’s Position
C. Summary of Parties’ Positions
1. Rock Island’s Position
Rock Island states that it has demonstrated that the construction and operation of the

Rock Island Project will promote the public convenience and necessity and that Rock Island
meets the statutory requirements for issuance of a CPCN for the Project under 88-406(b) and for
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an order authorizing construction of the Project pursuant to 88-503. According to Rock Island,
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. Rock Island states that the Project will enable more than 4,000 MW of new
generation, expected to be exclusively wind generation, to access the northeast Illinois electricity
market, and is expected to transmit more than 15,000,000 MWh of electricity annually from the
Resource Area to northeast Illinois. According to Rock Island, the new generation supply
introduced into the Illinois wholesale electric market by the Project will increase competition,
lower prices in the wholesale electric market and lower the cost of serving load, and can be
expected to reduce the costs of renewable energy credits (“RECs”) in Illinois and elsewhere in
PJM. Rock Island Ex. 1.0 at 7, 26; Rock Island Ex. 2.11 at 39-40; Rock Island Ex. 3.0 at 9-10;
Rock Island Ex. 3.3; Rock Island Ex. 4.0 Rev. at 31-34, 36; Rock Island Ex. 10.0 at 3, 14, 17;
Rock Island Ex. 10.14 Rev. at 47, 62; Rock Island Ex. 10.26 at 23, 31-32; Rock Island IB at 9.
Based on analysis of several scenarios of future economic and energy market conditions, Rock
Island estimates the present value of consumer benefits in Illinois resulting from construction
and operation of the Project and the associated wind generation over the 2016-2020 period to
range from $667 million to $1,221 million. Rock Island Ex. 4.0 at 22; Rock Island IB at 10.
Rock Island states that the electricity from new renewable resource generation that the Project
will enable to access the Illinois and PJIM markets will help to meet, in a cost-effective manner,
the demand for electricity from renewable resources that is driven by state RPS requirements and
by the increasing demand (in addition to RPS requirements) for clean electricity. Rock Island
Ex. 10.0 at 14-25; Rock Island Ex. 10.14 Rev. at 38; Rock Island Ex. 10.26 at 31-32; Rock
Island IB at 10. Further, Rock Island states that analyses conducted using the revenue
requirements model developed by Staff and evaluating a wide range of assumptions show that
constructing and operating the Project and the associated wind farms in the Resource Area is a
lower cost alternative to both (i) doing nothing and allowing customers and suppliers to continue
to purchase energy from the existing wholesale electric market; and (ii) constructing new wind
generation facilities in Illinois to provide the same amount of renewable energy as is enabled by
the Project. ICC Staff Ex. 3.0 at 16-42; Rock Island Ex. 10.14 Rev. at 49-54; Rock Island Ex.
10.24; Rock Island Ex. 10.26 at 37-41; Rock Island Ex. 10.29; Rock Island IB at 10.

Rock Island contends that the Project is needed to provide an efficient, high capacity,
direct transmission link from the wind-rich Resource Area to the northern Illinois electricity
markets and to enable the development of new, cost-effective wind generation in the Resource
Area that can supply demand in Illinois and PJM. Rock Island IB at 31, 36-38; Rock Island RB
at 2-3. Rock Island also contends that the Project will provide specific reliability benefits for
Illinois and will enable new wind generation capacity to access the Illinois market as fossil-
fueled generation in the region is retired due to age, operating costs, and environmental concerns.
Rock Island Ex. 2.11 Rev. at 6-7; Rock Island Ex. 6.0; Rock Island Ex. 10.0 at 22-24; Rock
Island IB at 10.

Rock Island states that the Project will also promote the public convenience and necessity
by reducing emissions of carbon dioxide, sulfur dioxide, particulates and organic compounds,
reducing waste by-products, and reducing water usage, as compared to the production of
comparable amounts of electricity from fossil-fueled generation. Rock Island Ex. 3.0 at 9-10;
Rock Island Ex. 3.4; Rock Island Ex. 10.0 at 29-30; Rock Island IB at 10. Additionally, Rock
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Island states that construction of the Project in Illinois and of the new wind farms it will enable
in the Resource Area will drive increased employment and economic activity in Illinois.
According to Rock Island, construction of the Project in Illinois is projected to create a demand
for approximately 1,450 construction jobs per year for three years. Construction of the new wind
farms in the Resource Area is projected to create 2,800 or more jobs in Illinois (as the result of
the production of various components in Illinois and related supply chain impacts) during the
construction period for the wind farms. Rock Island asserts that construction of the Project will
also result in increased tax revenues for the State of Illinois and local governments in the Project
area. Rock Island Ex. 5.0 at 3-6; Rock Island Ex. 5.2 at 15-16, 19, 31-33; Rock Island IB at 11.

Rock Island states that, because the Project is a merchant transmission line, it will convey
the numerous public benefits described above without imposing any offsetting costs on Illinois
retail ratepayers. Rock Island states that as a merchant project, Rock Island and its investors will
bear the risks of delay, cost overruns, lower than expected revenues and incorrect financial
forecasts that typically are borne by retail ratepayers for a transmission or other project of a
traditional incumbent utility. Rock Island Ex. 10.13 at 11; Rock Island Ex. 10.14 Rev. at 28-29,
30-31, 35; Rock Island Ex. 10.26 at 8, 10, 14; Tr. 647-48, 951-52, 1007-08; Rock Island IB at
11. According to Rock Island, the Project will facilitate cost-effective compliance with RPS
requirements and enable a cleaner electric generation mix to serve retail customers in Illinois
without the costs of the Project being allocated to retail load through RTO cost allocation
processes. Rock Island states that merchant transmission lines like the Project play a particularly
important role in PJM because there is no regional planning process designed to meet state RPS
requirements at a reasonable cost; without merchant transmission lines such as the Project,
Illinois and other PJM states may fail to meet their RPS requirements or may turn to more
expensive sources of electricity from renewable resources, thereby increasing customer costs.
Rock Island Ex. 10.14 Rev at 58-59; Rock Island IB at 11.

Rock Island states that it has demonstrated that it is capable of efficiently managing and
supervising the construction process for the Project and has taken sufficient action to ensure
adequate and efficient construction and supervision thereof. According to Rock Island, it has
demonstrated that it is capable of efficiently managing and supervising the construction process
through the selection of qualified and experienced contractors, the development of appropriate
contract terms, the establishment of an internal construction management organization for the
Project (including retaining a qualified engineering firm as the owner’s engineer to assist Rock
Island in monitoring the Project’s contractors), and the project management experience of its
management team. Rock Island IB at 11-12.

Rock Island also states that it has demonstrated that it is capable of financing the
construction of the Project without significant adverse financial consequences for Rock Island
and its customers. Rock Island states that it has a credible plan for raising the capital to construct
the Project, using the project finance approach which is frequently used for projects in the energy
industry and other infrastructure projects. Rock Island Ex. 10.0 at 30-41; Rock Island Ex. 10.13
at 3-4; Rock Island Ex. 10.26 at 6; Rock Island IB at 12. Further, Rock Island has accepted a
condition to its CPCN, proposed by Commission Staff, specifying that Rock Island will not
begin construction of the transmission line on easement property in Illinois until it has secured
binding financial commitments for the entire cost of constructing the Project and has submitted
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documentation to Staff showing that Rock Island has satisfied the condition. Rock Island Ex.
10.13 at 2-4; Rock Island IB at 12.

Rock Island states that the Commission should approve the proposed route of the Project
in Hlinois (referred to as the “Preferred Route™). Rock Island states that the Preferred Route was
developed through a comprehensive, structured route development process that included
extensive outreach to stakeholders, including federal, state, and local governmental authorities
and agencies, landowners in the areas studied for possible location of the transmission line, and
other members of the public. Rock Island states that the route development and selection process
was based on the application of a detailed set of routing criteria for which data were collected
and evaluated in order to identify the route that minimizes impacts to homes, businesses, land
uses, sensitive areas, environmental concerns, and other relevant considerations. Further, Rock
Island states that no witness or party proposed using any routes other than the Preferred Route.
Rock Island IB at 12-13.

Rock Island contends that the record establishes that the Project is the least-cost option to
accomplish its objective of enabling the development of new, high-capacity factor wind
generation plants in the wind-rich Resource Area and delivery of their output into Illinois. Rock
Island explains that O’Brien County in northwest lowa was carefully selected as the optimum
location for the Project’s western terminus, based on the quality of the wind resources, wind
generation developer activity, and proximity to a 345 kV line that can provide voltage support.
Rock Island Ex. 2.0 at 12-13; Rock Island Ex. 8.2 at 19; Rock Island Ex. 10.0 at 5-6; Rock Island
Ex. 10.14 Rev. at 40-41; Rock Island Ex. 10.26 at 29; Rock Island Reply Brief (“RB”) at 6.
Rock Island states that the Project will use HVDC technology, which is recognized as a superior
and more efficient technology to alternating current (“AC”) technology for delivering bulk
amounts of electricity long distances, particularly electricity from variable generation resources.
Rock Island states that a cost comparison of a 500-mile HVDC transmission line to a series of
AC transmission line alternatives showed that the HVDC line is overwhelmingly lower cost,
both in terms of capital costs and the cost of electrical losses. Additionally, Rock Island states
that the record demonstrates that the Preferred Route of the Project in Illinois is the optimal route
taking into account both construction costs and other relevant routing criteria typically
considered by the Commission, such as avoiding impacts to homes, schools, other buildings,
natural areas and other environmentally sensitive areas, and threatened and endangered species
habitats. Rock Island states that from an economic perspective, the revenue requirements
analyses conducted using Staff’s financial model show that building the Project and the
associated wind farms in lowa has a lower present value revenue requirement than would
building new wind generation facilities in Illinois to produce a comparable amount of electricity.
Rock Island IB at 68-75; Rock Island RB at 6-7. Finally, Rock Island states that as explained by
its witness Dr. Karl McDermott, the Project ultimately must be least-cost in order to be built,
because if transmission customers conclude that it is not the least-cost option for transporting
their output or the power they have purchased, they will not contract for transmission service on
the Project and therefore it will not be built. Rock Island Ex. 4.2 at 10; Rock Island IB at 72-73;
Rock Island RB at 7.

Rock Island contends that none of the objections raised by other parties to granting Rock
Island the authorizations it seeks warrant denying the authorizations requested by Rock Island.
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Rock Island contends that the Commission should reject the argument that it should not rule on
the request for a CPCN until the interconnection studies for Rock Island at PJM and MISO are
completed, in order to ensure that the Project will be interconnected to the existing grid in a
reliable manner. Rock Island states that the PJIM and MISO interconnection processes, which are
implemented pursuant to PJIM’s and MISO’s FERC-jurisdictional tariffs and other rules and
procedures, are designed to, and will, ensure that the Project will be interconnected to the grid in
a reliable manner and will not adversely impact the reliable operation of the network. Rock
Island Ex. 2.11 Rev. at 8, 24, 30-31; Rock Island Ex. 2.15 at 6-7, 9, 14-15, 32-33, 38; Rock
Island Ex. 10.14 Rev. at 30, 35, 37; Rock Island IB at 14. Rock Island states that it is required
by law to complete the interconnection processes, and could not complete its permanent
financing, begin construction, or operate the Project to inject power into the PJM grid, unless and
until it has completed the interconnection processes and has signed the necessary interconnection
agreements. Rock Island Ex. 10.14 Rev. at 19, 35, 37; Rock Island IB at 14. Therefore, Rock
Island explains, there is no basis to delay the order in this case until Rock Island has completed
the PJIM and MISO interconnection processes. Rock Island contends that, to the contrary,
because receipt of a CPCN is a predicate to numerous other Project development activities,
delaying issuance of the CPCN would delay the realization of the economic, environmental and
reliability benefits of the Project. Rock Island IB at 14. See §IV.A.l.a.v below.

Rock Island also contends that the Commission should reject the argument that because
Rock Island, its parent company, and its sister companies have never constructed a transmission
line before, Rock Island has not demonstrated that it is capable of efficiently managing and
supervising the construction of the Project. Rock Island states that to hold that a petitioner
cannot be granted a CPCN unless it has constructed a transmission line previously would
preclude new entrants from constructing transmission facilities in Illinois and would graft an
additional requirement onto 88-406(b). Rock Island contends that it has demonstrated that it is
capable of efficiently managing and supervising the construction process and has taken sufficient
action to ensure adequate and efficient construction and supervision thereof, through the
selection of qualified and experienced contractors, the development of appropriate contract
terms, the establishment of an internal construction management organization for the Project
(including retaining a qualified engineering firm as the owner’s engineer to assist Rock Island in
monitoring the Project’s contractors), and the project management experience of its management
team. In addition, Rock Island explains that it will draw on the technical capabilities and
construction experience of its major shareholder National Grid USA, one of the most
experienced transmission constructors and operators in the country. Rock Island Exs. 1.4
through 1.9 and Rock Island Ex. 12.0 at 7, 13-14; Rock Island IB at 15-16.

Rock Island also contends that the Commission should reject the argument that Rock
Island cannot be granted a CPCN because it has not currently secured binding financial
commitments for the cost to construct the Project. Rock Island contends that it has demonstrated
that, as specified by 88-406(b), it is capable of financing the proposed construction without
significant adverse financial consequences to the utility or its customers. Rock Island states that
it has a well-conceived plan to finance the construction of the Project using the project financing
model, which is commonly employed to finance energy and other infrastructure projects. Rock
Island explains that its plan for project financing entails raising capital to construct the Project
based on and secured by the revenues to be received from customer contracts for transmission



12-0560

capacity and service on the Project, rather than based on its balance sheet as would typically be
the case for an incumbent utility. Rock Island Ex. 10.0 at 31-32, 33-35, 37; Rock Island Ex.
10.13 at 3-4; Rock Island Ex. 10.16; Rock Island Ex. 10.26 at 6; Tr. 1007-1008; Rock Island 1B
at 16-17. Rock Island explains that, as is common for projects using the project finance
approach, completion of permanent financing will not occur until necessary project development
activities have been completed, including the receipt of important regulatory authorizations (such
as those requested by Rock Island in this docket), regulatory approval of a route for the
transmission line (which typically is provided in a CPCN order), and detailed engineering and
development of a definitive cost estimate for the Project (which can only be completed based on
an approved route for the Project). Rock Island agrees that its plan for financing construction of
the Project may be different from the approach that would typically be employed by an
incumbent utility, which can use balance sheet financing secured by its existing rate-based
assets. However, according to Rock Island, that difference does not render it incapable of
financing the proposed construction. Rock Island IB at 17.

Rock Island states that the parties opposing the Project, including the 1AA, and ILA and
ComeEd, argue that the Project may not get built, because Rock Island may not be able to sign up
sufficient transmission customers or may not be able to raise sufficient capital for construction,
or the PJM interconnection study process may result in restrictions being imposed on the
operation of the Project that will render it uneconomic. These opponents also point to the fact
that Rock Island has not unconditionally committed to constructing the Project, but rather will
build it only if (consistent with the Staff financing condition) there are sufficient customers
contracting for transmission service on the Project to support raising the capital needed to
construct it (which is a necessary aspect of the project financing approach.) IAA IB at 2-3; ILA
IB at 2; ComEd IB at 6-7, 8, 9; Rock Island RB at 8. Rock Island states that while the opponents
treat this market test as a vice of Rock Island’s proposal, the Commission should consider it a
virtue of the proposal. Rock Island states that any request for a CPCN for a transmission line or
pipeline project to meet a future need is necessarily based on projections that when the project is
constructed and placed into service several years in the future, the projected need on which
certification of the project was based will in fact exist. Rock Island explains that incumbent
utilities like ComEd can “unconditionally commit” to build a rate-based transmission line
because the utility passes through almost all of the risks involved — including unexpected cost
increases, financing costs, costs of delays, and changed economic conditions — to captive
transmission customers. For a rate-based project built by an incumbent utility, if the projections
on which the transmission line was premised prove to be inaccurate, retail customers may wind
up paying for an unneeded project (or paying for it before it is needed). Rock Island states that
in contrast, a merchant project like Rock Island avoids this risk; the project is built only if
transmission customers, in advance of construction, contract for service in sufficient numbers to
justify the project and to support raising the capital to construct it. The risks of failure to sign up
sufficient transmission customers, finance the Project, construct the Project and place it into
operation, are borne by the Project’s investors and lenders. Moreover, the costs of a merchant
project like the Project are paid for by the transmission customers who contract to use it, rather
than through a broad allocation of the costs to load throughout the PJIM or MISO footprint. Rock
Island IB at 6-7, 11; Rock Island Ex. 10.14 Rev. at 27-29, 30-31, 35; Rock Island RB at 8-9.

With respect to the concerns expressed in this case by landowner groups and witnesses
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about potential impacts of the construction of the Project on their properties, Rock Island states
that these concerns are not unique to the Rock Island Project. Rather, they are the type of
concerns (such as potential soil compaction, potential damage to drainage tiles, soil erosion, and
difficulties of farming around transmission structures) that can arise with respect to any
transmission line project that will cross agricultural properties. Rock Island states that, typically,
these concerns are addressed in an Agricultural Impact Mitigation Agreement (“AIMA”) with
the Illinois Department of Agriculture (“IDOA”), such as the AIMA that Rock Island has entered
into (Rock Island Ex. 7.28) and which will be incorporated into each easement agreement. Rock
Island explains that it does not state this to minimize the landowners’ concerns, but rather to
point out that there are established ways to address these concerns that are implemented for
transmission lines and other linear infrastructure projects. Rock Island states that it has
presented extensive evidence in this case on how it will address the landowners’ concerns, for
example through due diligence activities to identify drainage tile locations in advance of
construction, by implementing measures to avoid or minimize soil compaction, and by repairing
or remediating (or paying the landowner to repair or remediate) damaged drain tiles or
compacted soil after construction. Many of these measures are embodied in the AIMA. Rock
Island IB at 142-161. Rock Island states that, additionally, landowners are fairly compensated
for the use of their land and for any damages caused by construction of the Project. The law
requires this. While the Commission does not set or rule on landowner compensation, Rock
Island states that it will be offering landowners compensation equal to 90% of the fair market
value of the easement area (i.e., a payment equal to almost the full fee value of the easement
area), even though the landowner will be able to continue to farm within virtually all of the
easement, plus a separate payment for each structure placed on the landowner’s property, plus
payments for crop losses and damages during construction, plus compensation for other damages
such as damage to drainage tiles and costs to remediate compacted soil. Id. at 139-141, 146-148;
Rock Island RB at 11. Finally, Rock Island states that the Commission must consider the
potential impacts that the landowners cite (and for which they will receive compensation) in the
context of a project that can reduce electricity prices in Illinois by hundreds of millions of dollars
per year, to the benefit of all electricity consumers; and will also generate hundreds of jobs for
the landowners’ fellow citizens who may be having difficulty finding employment in the current
economy. Rock Island RB at 11.

Rock Island contends that it has fully addressed and refuted the objections of other parties
to granting it the authorizations and approvals it requests in this case, as summarized below.

1. Rock Island has “chosen” not to participate in the PJM regional transmission
planning process (ComEd IB at 5) because PJM does not have such a process for merchant
transmission projects. The PJM regional transmission planning process is for projects whose
owners are seeking to recover their costs from customers in the PJM footprint through cost
allocation to load via PJM’s tariffs, which Rock Island, as a merchant transmission project, is not
seeking. Rock Island RB at 14-15.

2. Contrary to ComEd’s argument (ComEd IB at 5), there is no need, requirement or
reason for Rock Island to complete the PJM interconnection process before requesting or
receiving a CPCN for the Project from this Commission. The interconnection studies will be
completed by PJIM and MISO and will establish the requirements for a reliable interconnection.

11
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Rock Island IB at 81-85. Further, although Rock Island would be precluded in any event, by
both law and financial marketplace realities, from completing and energizing the Project until the
interconnection study processes are completed and Rock Island has complied with the resulting
requirements, Rock Island is willing to have completion of the PJIM and MISO interconnection
processes included as a condition to its CPCN. Rock Island Ex. 10.14 Rev. at 5, 35; Rock Island
RB at 12-13, 15.

3. Rock Island is not a “shell company” (ComEd IB at 5). It is a single-purpose
legal entity organized to finance, own and operate the Project, which is the normal, preferred
mode of organization for project financing, as ComEd’s financial witness readily agreed. Rock
Island Ex. 10.14 Rev. at 15; Rock Island Ex. 10.26 at 13-14; Tr. 1015; Rock Island RB at 115.
Investors have already invested a significant amount of at-risk development capital, unsubsidized
by ratepayers as the transmission project of an incumbent utility would be, in Rock Island’s
parent Clean Line, and a substantial portion of that investment has been spent on development
costs for the Rock Island Project. Rock Island Ex. 10.14 Rev. at 10; ComEd Cross Ex. 2; Rock
Island RB at 15, 115-16.

4. Contrary to IAA’s unsupported assertion (IAA IB at 2-3), Rock Island is capable
of beginning construction of the Project within two years after receiving a CPCN. Rock Island’s
milestone schedule shows execution of transmission customer contracts and completion of
construction financing (the last steps before beginning construction) approximately 18 months (6
quarters) after receiving a CPCN from this Commission. ComEd Cross Ex. 3, Attachment 01;
Rock Island RB at 15, 79-80, 160.

5. Rock Island does not have contracted transmission customers at this time (IAA 1B
at 2; ComEd IB at 8) because customers will not spend the time and resources to enter into
contracts for service from a transmission project until the project owner has obtained the key
regulatory approvals that demonstrate to potential customers that the owner has received legal
authority to construct and operate the Project. The same is true of binding commitments for
construction financing; as ComEd’s financial witness acknowledged, obtaining binding
commitments for construction financing prior to receipt of key regulatory approvals (including
approval of a route) is not the norm in the financial marketplace. Rock Island IB at 112-114;
Rock Island Ex. 10.14 Rev. at 21-23; Rock Island Ex. 10.26 at 2-4; Tr. 991-92, 1015; Rock
Island RB at 13-14, 15, 63-64, 74-75.

6. Further, contrary to the opponents’ arguments (IAA IB at 2-3; ComEd IB at 8),
there is ample evidence that if Rock Island is authorized to construct the Project to provide a
transmission link from northwest lowa to northern Illinois, wind generation developers have
strong economic incentives to construct new wind farms in the Resource Area to generate
electricity that can be delivered and sold into northern Illinois. Rock Island Ex. 10.0 at 4-11, 24-
25; Rock Island Ex. 10.14 Rev. at 33-34; Rock Island RB at 15, 61.

7. There is also ample evidence that the generators that would connect to the Project
at its western end will be wind generators, not fossil-fueled generators, even though Rock
Island’s open access transmission service obligations preclude it from giving a preference to
customers using the Project to transmit electricity from renewable resources. The record shows
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that only wind generators, not other types of generators, have a cost advantage to locating in the
Resource Area. Rock Island IB at 49-53; Rock Island RB at 16, 75-77-78.

8. Rock Island’s open access transmission tariff will allow wholesale and retail
customers in Illinois to purchase transmission capacity and service on the Project to transport
electricity that they purchase from the Resource Area. Rock Island’s eligible customers will
include customers at the eastern end of the transmission line who can purchase transmission
service from Rock Island, not just users of the electricity delivered by the Project into Illinois
(ComEd IB at 8). Rock Island RB at 16, 36-39.

9. Section 8-406(b)(3) of the PUA does not require Rock Island to demonstrate that
it can “currently finance” the Project (ComEd IB at 7), but rather that it “is capable of financing
the proposed construction;” The record establishes that Rock Island is capable of financing the
proposed construction of the Project. Rock Island IB at 104-117; Rock Island RB at 16, 114-22.

10.  The financing condition to the CPCN required by Staff and accepted by Rock
Island prevents the commencement of construction of transmission facilities on easement
properties if the Project is unable to be adequately subscribed or fully financed. In such a
scenario, any adverse consequences to retail customers and other affected parties, such as
landowners, would be prevented by the Staff financing condition. The only parties suffering
“adverse financial consequences” would be Clean Line’s investors, who would lose that portion
of their investment that had been spent on developing the Rock Island Project. Rock Island Ex.
10.14 Rev. at 5, 27-29; Rock Island Ex. 10.26 at 10-11; Rock Island IB at 115-117; Rock Island
RB at 7-9, 16, 70, 76, 122, 147-48.

10.  Although opponents question Rock Island’s capabilities to construct the Project
(IAA IB at 2-3; ComEd IB at 11), Rock Island has designed and is staffing a comprehensive
construction management organization for the Project, is working with experienced engineering
and construction contractors, will utilize appropriate contract provisions, some of which are
already in place, has a management team with experience in developing, constructing and
placing into operation large projects in the energy industry, and can draw on the expertise and
experience of one of its principal owners, National Grid, which is one of the nation’s and the
world’s largest developers, owners and operators of transmission facilities, including HVDC
transmission facilities. Rock Island IB at 94-104; Rock Island RB at 16, 105-112.

11.  ComkEd argues that Rock Island lacks experience in constructing DC transmission
(ComEd 1B at 11), but there are no meaningful differences in constructing an HVDC
transmission line as compared to an AC transmission line. The construction practices and
processes applicable to both types of line are similar. With respect to the technology aspects of
an HVDC transmission line, Rock Island has already retained and is working with one of the
world’s leading providers of HVDC technology, Siemens, and can draw on the HVDC
experience and expertise of National Grid. Rock Island Ex. 2.0 at 16; Rock Island Ex. 1.4 at 15-
16; Rock Island Ex. 9.0 Rev. at 4; Rock Island RB at 16, 112-13.

12.  Contrary to ComEd’s assertion (ComEd IB at 10), the Project addresses a clear
deficiency in the existing transmission grid: the lack of adequate transmission infrastructure
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between the Resource Area and northern Illinois, which is preventing the development of new,
low-cost, high capacity factor wind generation facilities to take advantage of the rich wind
resources of the Resource Area that could provide additional supplies of clean, lower-cost
electricity to Illinois. Rock Island IB at 4-6, 30-31, 34-42; Rock Island Ex. 10.26 at 31-32; Rock
Island RB at 17, 45-46, 74-75.

13. Contrary to ComEd’s characterizations (ComEd IB at 9), the operating procedures
that may be required for the Project as part of PJM’s interconnection requirements are feasible
and achievable, as demonstrated by the testimony of Rock Island’s witness Dr. Wayne Galli,
who holds a Ph.D. in Electrical Engineering and has 15 years of experience in the transmission
industry including engineering and operating experience with a Regional Transmission
Organization (“RTQO”), and the analyses conducted by Siemens, one of the world’s leading
HVDC technology providers. Further, PJM has stated, in writing, that these operating
procedures are achievable and that similar operations have been successfully implemented by
PJM. PJM’s interconnection studies and the other evidence in the record show that the
“alternative” of “hundreds of millions of dollars of additional network upgrades” (ComEd IB at
9) will not be required; only $24 million of network upgrades, which are already included in the
Project cost estimate, will be needed. Rock Island IB at 83-84, 88-89; Rock Island Ex. 1.3 at 2-
3; Rock Island Ex. 2.0 at 1-3; Rock Island Ex. 2.15 at 23-32; Rock Island Ex. 2.17 at 3; Rock
Island RB at 17, 57, 58-59, 83-89.

14. Further, the record shows that additional fast-acting voltage support equipment
that Rock Island will install on the Project, and has included in its capital cost estimate, will
likely eliminate the need for any operating restrictions on the Project. In any event, any
operating restrictions would only be necessary, if at all, under limited circumstances, not during
typical or common operating conditions, and would not materially reduce the economic benefits
of the Project. Rock Island IB at 89-93; Rock Island Ex. 2.15 at 23-24, 25-26, 34-37; Rock
Island Ex. 10.26 at 16-18; Rock Island Exs. 3.7-3.8; Rock Island RB at 17, 57, 83-89.

15. Rock Island intends to connect its eastern converter station in Grundy County to
ComEd’s Collins Substation by constructing two 345-kV lines (one single-circuit and one-
double circuit), as proposed in its Petition. Rock Island IB at 125; Rock Island RB at 133.
Although ComEd complains that Rock Island has not yet acquired land near the Collins
Substation on which to locate Rock Island’s transformers (ComEd IB at 10), this is an
unremarkable observation; Rock Island has also not purchased all the easements across Illinois
needed to build the Project, and has no reason to do so until the Commission grants a CPCN
including an approved route for the Project. Nor will the physical location of Rock Island’s
transformers outside Collins Substation affect PJIM’s requirements for the Project’s electrical
connection to Collins. Rock Island Ex. 2.15 at 41-42; Rock Island RB at 17, 76-77.

16. Rock Island has clearly stated that it has no plans to seek recovery of the costs of
the Project though RTO cost allocation to load processes, and has proposed a condition to its
CPCN under which Rock Island would have to initiate a new proceeding before the Commission
to obtain authority to use regional cost allocation processes. In such a proceeding, were it to ever
occur, Rock Island would have to demonstrate that the benefits of the Project outweighed its
costs, and the Commission could deny Rock Island’s request to use regional cost allocation
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processes. Rock Island would also have to obtain regional cost allocation authority through the
PJM and/or MISO processes. There is no likelihood of the Project being cost-allocated by PIM
without Rock Island’s involvement, which would require Commission approval per the
condition. Rock Island IB at 75-79; Rock Island Ex. 10.26 at 18-20; Rock Island RB at 62, 67-
69, 122-23.

17. The Commission should issue its order granting a CPCN and authorization under
88-503 to construct the Project, in this proceeding — which was filed over 16 months ago — rather
than staying the Petition or dismissing it without prejudice as proposed by ComEd (ComEd IB at
12). Receipt of the requested approvals now will enable Rock Island to proceed with necessary
project development activities for which receipt of these approvals is a necessary prerequisite,
such as survey access to property, detailed engineering, determining structure locations, detailed
cost estimating, and easement negotiations. Delaying issuance of a CPCN will delay the Project
and the realization of the benefits it will provide for Illinois. Rock Island 1B at 93-94; Rock
Island RB at 13-14, 18.

In summary, it is Rock Island’s position that, based on the record in this case, the
Commission should find that the public convenience and necessity require the operation of Rock
Island’s proposed electric transmission business and that Rock Island should be issued a CPCN
as a public utility; that the construction and operation of the Rock Island Project will promote the
public convenience and necessity and that Rock Island has met the specific statutory criteria in
88-406(b) and therefore should be granted a CPCN to construct, operate, and maintain the Rock
Island Project (subject to the conditions to the CPCN discussed in this Order); that construction
of the Project will promote the security and convenience of the public, promote the development
of an effectively competitive electricity market, and secure adequate service and facilities, and
therefore that an order should be issued pursuant to §8-503 of the PUA authorizing Rock Island
to construct the Project; that the Preferred Route of the Project presented by Rock Island in this
case is reasonable and should be approved; and that Rock Island’s requested easement widths
and proposed structure types are reasonable and should be approved.

2. IAA’s Position

3. ILA’s Position

4. ComEd’s Position

5. IBEW'’s Position

6. WOW'’s Position

7. ELPC-NRDC’s Position

8. Staff’s Position
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1. REVIEW OF ALJ RULINGS ON MOTIONS

A. ILA and IAA Motions to Dismiss (Ruling dated March 18, 2013)

1. ILA and IAA’s Position

2. ComEd’s Position

3. Rock Island’s Position

a. Rock Island’s Response to IAA and ILA

Rock Island states that it filed a comprehensive response, dated February 21, 2013, to the
IAA and ILA Motions to Dismiss, and it incorporated that response by reference into its briefs.
Rock Island states that the essence of ILA’s and IAA’s motions to dismiss was that, according to
ILA and IAA (i) an applicant for orders under 88-406 and 88-503 must already be a “public
utility” as defined in the PUA, (ii) the definition of “public utility” specifies that the applicant
must own, control, operate or manage, within this State, plant, equipment or property used or to
be used for or in connection with the provision of a utility service, and (iii) since Rock Island
does not already own, control, operate, or manage, within this State, plant, equipment, or
property used or to be used for or in connection with the provision of a utility service, it cannot
be granted a CPCN under 88-406 or authority under 88-503. Rock Island IB at 19. Rock Island
states that the ALJ Ruling denying the Motions to Dismiss was correct and that ILA and IAA
have provided no reasons for the Commission to overturn the ALJ Ruling. Id. at 25.

According to Rock Island, ILA’s and IAA’s arguments set up an impossible construction of
the PUA under which only existing, incumbent utilities, or entities that acquired and operated
significant transmission infrastructure in Illinois before applying for and obtaining a CPCN or a §8-
503 order — which itself would arguably be a prohibited action under these PUA sections — could
apply for and receive a CPCN or a 88-503 order. Rock Island explains that, as the ALJ correctly
ruled, the issue for this case is whether the Commission can determine, based on the record, that
Rock Island meets the requirements of §8-406 to be issued a CPCN as a public utility and to
construct, operate, and maintain the proposed Project. According to Rock Island, if and when the
Commission finds the requirements of the PUA are satisfied, then only at that time will Rock Island
be authorized to construct, operate, and maintain its proposed transmission line and to conduct a
public utility business in the State of Illinois. Id. at 20-21.

Rock Island states that ILA’s and IAA’s proposed construction of §3-105 and §8-406 is
unreasonable and implausible. Rock Island asserts that the Legislature cannot have intended that
an applicant for a certificate to construct new public utility facilities or to transact a public utility
business must already be a public utility; that such an applicant must, at the time of its
application, already own plant, equipment or property used or to be used to provide public utility
service (an ownership that would arguably violate §8-406); and that no new entrants could ever
apply for, let alone be granted, certificates to construct new public utility facilities and to transact
a public utility business. Rock Island explains that under the movants’ construction of the
statutory provisions, an entity cannot apply for a certificate to construct public utility facilities
and transact public utility business unless it already owns public utility plant, equipment or
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property, but constructing the public utility facilities needed (according to movants) in order to
apply for a certificate, without already possessing a certificate authorizing construction of those
facilities, is prohibited by 88-406(b) (“no public utility shall begin the construction of any new
plant, equipment, property or facility . . . unless and until it shall have obtained from the
Commission a certificate that public convenience and necessity require such construction”).
Rock Island asserts that movants’ argument violates the principle of statutory construction that a
statute should not be construed so as to produce an absurd result or lead to consequences that the
legislature could not have contemplated or intended.” Rock Island RB at 20.

Rock Island further states that statutory language should be given the fullest, rather than
the narrowest, meaning to which it is susceptible.® According to Rock Island, movants’
construction of the statutory provisions would provide a narrow, rather than a broad, scope of
authority for the Commission by limiting it to considering applications by, and granting CPCNs
to, only entities that are already public utilities, and prohibiting it from considering applications
from, and granting CPCNs to, new entrants that are not public utilities at the time of their
applications (even though the new entrant could meet the substantive criteria for a certificate
specified in 88-406(b)). Rock Island asserts that statutory language must be given a reasonable
and sensible construction, rather than a construction that would lead to consequences the
legislature could not have contemplated and cannot have intended.* Rock Island RB at 20-21.

Rock Island argues, moreover, that although the movants contend their argument is based
on a literal reading and “plain meaning” of §3-105 and 88-406, movants in fact are reading into
these sections words that are not there. According to Rock Island, movants are reading these
sections as though they stated: “Only an entity already owning plant, equipment or property in
this State that is used or to be used for the transmission of electricity can apply for and be
granted a certificate of public convenience and necessity to construct new facilities and transact
business.” Rock Island states that the statute simply does not say that. Contrary to Movants’
argument, nothing in 88-406(a) or (b) states that an entity must already meet the definition of
“public utility” in order to apply for a CPCN to transact business (subsection (a)) or for a CPCN
to construct new plant, equipment, property or facilities (subsection (b)). Rock Island states that
the ALJ was correct in stating that, “despite Movants’ repeated assertions that the applicant must
have qualifying transmission infrastructure in place in order to satisfy Section 3-105 before it may
file an application under Section 8-406, a reading of Section 3-105 reveals no references to such a
term or anything similar to it.” Rock Island RB at 21.

Rock Island states that §8-406(a), in providing that “no public utility. . . shall transact any

2 Rock Island cites Adams v. N. IlI. Gas Co., 211 IlIl. 2d 32, 64, 809 N.E.2d 1248, 1268 (2004); People ex
rel. Sherman v. Cryns, 203 Ill. 2d 264, 290, 786 N.E.2d 139, 157 (2003); State Farm Fire & Cas. Co. v.
Yapejian, 152 Ill. 2d 533, 542, 605 N.E.2d 539, 543 (1992); Stewart v. Indus. Comm’n, 115 Ill. 2d 337,
341, 504 N.E.2d 84, 86 (1987); Harris v. Manor Healthcare Corp., 111 Ill. 2d 350, 363, 489 N.E.2d
1374, 1379 (1986); In re Marriage of Eltrevoog, 92 Ill. 2d 66, 70, 440 N.E.2d 840, 842 (1982).

® Rock Island cites People ex rel. Sherman v. Cryns, 203 Ill. 2d at 279, 786 N.E.2d at 151; Lake Cnty. Bd.
of Review v. Property Tax Appeal Bd., 119 Ill. 2d 419, 423, 519 N.E.2d 459, 461 (1988).

* Rock Island cites Wade v. City of N. Chi. Police Pension Bd., 226 Ill. 2d 485, 510, 877 N.E.2d 1101,
1116 (2007); Adams v. N. lll. Gas Co., 211 Ill. 2d at 64, 809 N.E.2d at 1268 (2004).
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business in this State until it shall have obtained a certificate from the Commission . . . .”,
prohibits an entity from engaging in the transmission of electricity for the public (which would
make it a “public utility” per the §3-105 definition) unless and until it obtains a CPCN from the
Commission that the public convenience and necessity require the transaction of the public
utility business by the entity. Similarly, 88-406(b), which states that “no public utility shall
begin the construction of any new plant, equipment, property or facility. . . unless and until it
shall have obtained from the Commission a certificate that public convenience require such
construction . . .”, prohibits an entity from beginning to construct any new plant, equipment,
property or facility to provide utility service to the public (which, again, would make the entity a
“public utility”) unless and until it obtains a CPCN from the Commission that public
convenience and necessity require such construction. Rock Island asserts that §8-406(a)
prohibits the construction of facilities or the transaction of business in Illinois until the entity has
obtained a CPCN from the Commission that the public convenience requires the construction of
the facilities and/or the transaction of the business; but it is the receipt of the CPCN from the
Commission that authorizes the applicant to construct the proposed facilities and transact the
proposed business as a public utility. Rock Island RB at 21-22.

Rock Island also contends that movants’ argument ignores the affirmative grant of
authority to the Commission in 88-406(b): “Whenever after a hearing the Commission
determines that any new construction or the transaction of any business by a public utility will
promote the public convenience and is necessary thereto, it shall have the power to issue
certificates of public convenience and necessity.” Rock Island asserts that this provision
affirmatively authorizes the Commission to grant CPCNs when it finds that the proposed
construction and/or the proposed transaction of business will promote the public convenience
and necessity. According to Rock Island, nothing in this affirmative grant of authority to the
Commission requires that the applicant satisfy the definition of “public utility” at the time it files
its application, or even at the time of the Commission’s order. Rock Island states that it is the
Commission’s order granting the CPCN that authorizes the applicant to proceed with the
proposed construction and the proposed transaction of business, which makes the applicant a
“public utility.” Rock Island RB at 22.

Rock Island contends that movants” argument also ignores the last sentence of §8-406(f):
“Unless exercised within a period of 2 years from the grant thereof authority conferred by a
certificate of convenience and necessity issued by the Commission shall be null and void.”
According to Rock Island, §8-406(f) expressly recognizes that an entity can be granted a CPCN
by the Commission, but still have things to do before it can “exercise” the authority granted by
the CPCN, such as actually constructing the facilities in Illinois that the public utility will use to
transact business. Rock Island asserts that movants’ argument that Rock Island must already
have transmission facilities and customers in place in order to be granted a CPCN is defeated by
88-406(f), which gives Rock Island two years to begin exercising its certificate authority. Rock
Island states that the last sentence of §8-406(f), would be superfluous if, as movants argue, it
were necessary for the applicant to already own the plant, property and equipment it will use to
provide public utility service before applying for a CPCN. Rock Island argues that a statute must
be read in its entirety and construed so that no part of it is rendered superfluous or meaningless.’

® Rock Island cites People ex rel. Sherman v. Cryns, 203 1ll. 2d 264, 280, 786 N.E.2d 139, 151 (2003);
Harris v. Manor Healthcare Corp., 111 Ill.2d 350, 362-63, 489 N.E.2d 1374, 1379 (1986); Bd. of
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Rock Island RB at 22-23.

Rock Island states at pages 18-27 of its Response to the ILA and IAA Motions to
Dismiss, it discussed numerous previous orders in which the Commission granted CPCNs, or
certificates of service authority under the comparable provisions of Article XIII of the PUA, to
applicants that owned no property, plant or equipment in Illinois at the time of their applications.
Rock Island notes that the ALJ’s Ruling correctly stated that, “It is also observed, as noted by
Rock Island and others, that the Commission has not limited the application process in Section 8-
406 to those entities who are already certificated utilities.” ALJ Ruling, March 18, 2013, at 3.
Rock Island RB at 23. In its Reply Brief, Rock Island further discusses the order in Illinois
Power Company d/b/a AmerenlP and Ameren Illinois Transmission Co., Docket 06-0179 (May
16, 2007). Rock Island states that in that case, the Commission’s Order stated that the applicant
for a CPCN, Ameren Illinois Transmission Company (“Ameren Transco”), was “a newly-formed
Illinois corporation that Petitioners propose will fund, construct and operate the Project in
conjunction with AmerenlP;” that “currently, Ameren Transco has no other service obligations;
it provides no other service but to construct the Project; and it has no current need to make or
fund other capital expenditures to maintain other assets;” and that Ameren Transco had no
current assets. Order in Docket 06-0179 at 3, 19, 20. The Commission granted a CPCN to
Ameren Transco to construct the proposed new transmission line. Rock Island RB at 23-24.

Rock Island also points out in its Reply Brief that while Staff did not directly address the
ILA and IAA Motions to Dismiss in Staff’s Initial Brief, Staff’s argument in §lII of its Initial
Brief (concerning Rock Island’s request for a CPCN as a public utility) rejects the basis for
ILA’s and IAA’s Motions to Dismiss. Rock Island IB at 24-25. Rock Island agrees with the
statements at page 10 of Staff’s Initial Brief that “it would be illogical to suggest that an entity
cannot apply for a certificate to construct public utility facilities and transact public utility
business unless it already owns public utility plant, equipment or property” and that, “[t]o restrict
entities seeking to engage in utility business in Illinois in such a manner would reach the
undesired and absurd result of erecting barriers of entry from participation in the industry or
imposing requirements on existing public utilities in Illinois from which non-certificated entities
would effectively be exempt. Therefore, a more logical assessment of the provision is that the
Commission may assess whether a petitioner’s proposal would meet the CPCN criteria of the
statute if and when applied. Such provides the Commission with the flexibility of assessing an
application and any public need for particular projects on a case by case basis.”

b. Rock Island’s Response to ComEd

Rock Island notes that ComEd opposed ILA’s and IAA’s Motions to Dismiss Rock
Island’s request for CPCNs under 88-406(a) and (b) of the PUA, but not their motion to dismiss
Rock Island’s request for an order under §8-503. ComEd’s argument on the latter point was that
a Section 8-503 order is a mandate when issued and that the Commission has no authority to
issue a Section 8-503 Order to a non-utility. Rock Island states that beyond making these
assertions, ComEd provided no basis to distinguish its position regarding 88-503 from the ILA’s

Trustees of Teachers Ret. Sys. v. West, 395 Ill. App. 3d 1028, 1035, 916 N.E.2d 648, 654 (4th Dist. 2009);
Rock Island RB at 23, footnote 9.
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and IAA’s erroneous argument that an applicant must already meet the definition of “public
utility” in order to apply for a CPCN. Rock Island contends that ComEd’s construction of §8-
503, in conjunction with 88-406 would not be logical or reasonable or lead to a logical or
reasonable result. Rock Island referred to its Reply to Section Il of the Response of
Commonwealth Edison to the Motions to Dismiss, filed March 7, 2013, at 2-3. Rock Island RB
at 25. Rock Island notes that in its Reply, it cited several cases in which the Commission, in a
single order, has granted both a CPCN under 88-406, or a certificate in good standing under 815-
401 of the Common Carrier by Pipeline Law, and a §8-503 order, to an applicant that was not
already a public utility or a certificated common carrier by pipeline at the time of the order.
Rock Island further stated that the portion of §88-503 governing Rock Island’s request in this case
does not even use the term “public utility.”

Rock Island states that in denying the Motions to Dismiss with respect to 88-503 as well
as 88-406, the ALJ noted Rock Island’s acknowledgement that the Commission could not grant a
88-503 order to a new entity if the Commission were not simultaneously granting a CPCN to the
new entity under 88-406 (as Rock Island is requesting in this case). ALJ Ruling at 3; Rock
Island RB at 26.

Rock Island states that ComEd’s argument is based on the fact that in its Petition, Rock
Island requested an order “authorizing and directing” (i.e., “mandate[ing]” to use ComEd’s term)
Rock Island to construct the Project. Rock Island explains that it has subsequently made it clear
in both its testimony (Rock Island Ex. 10.14 Rev. at 67) and its Initial Brief (at pages 166-67 and
172) that Rock Island is only seeking an order authorizing Rock Island to construct the Project.
Rock Island notes that §8-503 provides for the Commission to issue an order “authorizing or
directing” a proposed project. Rock Island RB at 26.

4, IBEW'’s Position

5. WOW'’s Position

6. Commission’s Conclusion

Having reviewed the parties’ original filings on the IAA and ILA Motions to Dismiss and
their additional arguments in their Initial Briefs and Reply Briefs, the Commission finds no
reason to depart from the ALJ’s Ruling dated March 18, 2013 on the Motions to Dismiss. The
Commission adopts the ALJ’s Ruling as its ruling on the Motions to Dismiss, and they are
therefore denied. The Commission believes that the ALJ set forth the appropriate basis for
denying the Motions to Dismiss in his Ruling:

First of all, despite Movants’ repeated assertions that the applicant must have
qualifying transmission infrastructure in place in order to satisfy Section 3-105
before it may file an application under Section 8-406, a reading of Section 3-105
reveals no references to such a term or anything similar to it.

Furthermore, as observed by several parties, Movants’ interpretation of the
statute creates an unworkable “Catch-22.” Under their theory, an entity could not
apply for a certificate to construct public utility facilities and transact public utility
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business unless it already owns public utility plant, equipment or property. Under
Section 8-406(b), however, constructing the public utility facilities needed in order
to apply for a certificate, without already possessing a certificate authorizing
construction of those facilities, is prohibited. That section provides that “no public
utility shall begin the construction of any new plant, equipment, property or facility .
. . unless and until it shall have obtained from the Commission a certificate that
public convenience and necessity require such construction.”

The more relevant issue is whether an applicant is able to meet the criteria in
Section 8-406(b) of the Act. In fact, Movants’ concerns about qualifying
transmission infrastructure appear to relate more to the criteria in 8-406(b) than to
the definition of a public utility in Section 3-105. In that regard, given that the
proposed line route is an issue to be considered under Section 8-406, it is difficult to
see how Movants expect an applicant to already have the transmission infrastructure
in place over a line route that Movants themselves are placing at issue.

To the extent that the Motions to Dismiss were directed to Rock Island’s request for an order
under 88-503 of the PUA as well as the request for a CPCN under 88-406, the Commission notes
(as did the ALJ) Rock Island’s acknowledgement that the Commission could not issue a §8-503
order to a new applicant such as Rock Island relating to facilities for which the Commission was not
also granting a CPCN under 88-406. The Commission also notes Rock Island’s clarification that it
is only seeking an order under 88-503 “authorizing” the construction of the Rock Island Project.
With those points noted, the Commission sees no distinction in ILA’s and 1AA’s fundamental
argument, that Rock Island does not currently meet the definition of “public utility,” as those
arguments would apply to 88-503 versus §8-406.

Finally, the Commission notes (consistent with the ALJ’s observations in his Ruling) that at
this stage of the proceeding, with an extensive record having been compiled by the parties as to
whether Rock Island meets the substantive, statutory requirements for the issuance of a CPCN for
the Project under 88-406 and an order authorizing construction of the Project under 88-503, the
Commission’s attention is more appropriately focused on whether the record shows that statutory
requirements for issuance of the requested authorizations and approvals have been granted.

B. ILA Renewed Motion to Compel the Commission to Consult with the Illinois
Department of Natural Resources (Ruling Dated December 4, 2013)

1. ILA’s Position

2. Rock Island’s Position

Rock Island argues that, as it contended in its filings in response to the ILA Motion to
Compel, the statutory provisions relied on by ILA for a government agency to consult with the
IDNR concerning a proposed action by the government agency do not apply to the Commission in a
CPCN proceeding such as this one.® Rock Island IB at 22. Rock Island also contends that, whether

® Rock Island referred to its previous filings in response to the ILA Motion to Compel: Rock Island Clean
Line LLC’s Response to Motion to Compel the Commission to Consult with the Illinois Department of
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or not the “consultation” requirements of 811 of the IESA and 8§17 of the INAPA are applicable to
these proceedings, Rock Island believes that the underlying, substantive objectives reflected in these
two statutory provisions — that due consideration be given to the impact of a project on threatened
and endangered species in Illinois and on areas designated as Illinois Natural Area Inventory sites —
have been addressed in this case through Rock Island’s thorough and comprehensive route
development and selection process, which included extensive interaction and consultation with the
IDNR staff, and Commission Staff’s review of Rock Island’s route development and route selection
activities. Rock Island IB at 22-23. Rock Island notes that the record includes correspondence and
notes of meetings between the IDNR staff and Rock Island representatives concerning IDNR’s
comments on the Preferred Route and Proposed Alternative Route of the Project in Illinois, Rock
Island’s response to the IDNR’s comments and concerns, and the IDNR staff’s final letter (dated
November 8, 2013) with comments on the Preferred Route, in which the IDNR staff stated:

While it is unlikely that the project will result in any adverse impacts to
state-listed species or their habitats, it will cause further forest habitat
fragmentation of the Illinois landscape, especially in the vicinity of the
Mississippi River. IDNR recognizes, however, that other project planning and
regulatory considerations factor into final routing.[”

Consultation on the preferred route is closed. If the route changes, the
Department would appreciate the opportunity to review the changes and provide
comment as necessary. (Rock Island Ex. 8.12 at 1; emphasis added.)

Rock Island asserts that, upon reviewing the entire record relating to the potential impacts
of the Preferred Route of the Project on Illinois listed threatened and endangered species and on
areas that have been designated as Illinois Natural Areas Inventory sites, the Commission will be
able to conclude that the underlying, substantive objectives reflected in 811 of the IESA and 8§17 of
the INAPA have been fully addressed in the record of this case. Rock Island IB at 23-24.

Rock Island points out that, according to ILA, “The gist of [its] Motion it is that, because
the Commission is being asked to authorize the Rock Island Project and because the Project
could result in the destruction or modification of any registered natural area, and could affect
protected or endangered species, the lllinois Natural Areas Preservation Act and the Illinois
Endangered Species Act require that the Commission, as a state agency, directly consult with the
IDNR concerning the Project, and that the consultation should occur early in the process.” ILA

Natural Resources, filed January 23, 2013; and Rock Island Clean Line LLC’s Response to lllinois
Landowner Alliance’s Renewed Motion to Compel the Commission to Consult with the Illinois
Department of Natural Resources, filed July 26, 2013.

” According to Rock Island, in its interactions with the IDNR, it brought to IDNR’s attention other
considerations that militated against using alternative routes in the areas in which IDNR was concerned
about forest fragmentation, including that the alternatives would have greater impacts on avian species,
parallel a designated national scenic highway, result in proximity of the transmission line to more
residences, or result in greater impacts to agricultural operations, that the forested area of concern was
already the location of a commercial timber harvest operation, and that the Preferred Route took
advantage of paralleling existing infrastructure. Rock Island Ex. 8.9; Rock Island IB at 23, footnote 20.
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IB at 8 (footnotes omitted). Rock Island asserts that, as it demonstrated in its Response to ILA’s
original Motion, under applicable case law, the Commission is not required to consult with the
IDNR, pursuant to the two statutes on which the ILA Motion is based, in connection with
considering and granting an application for a CPCN (or an order under §8-503) to construct an
electric transmission line. In this regard, Rock Island states that it agrees with Staff’s analysis at
pages 6-8 of Staff’s Initial Brief. Rock Island RB at 27.

Rock Island explains that, for a consultation by a State agency with the IDNR to be
required pursuant to 811 of the Illinois Endangered Species Act or 8§17 of the Illinois Natural
Areas Preservation Act, the action in question must be “authorized, funded, or carried out by the
agency.” Rock Island states that although 811 of the Endangered Species Protection Act has
been in effect in its current form since January 1, 2000 (P.A. 91-556), and 8§17 of the Natural
Areas Preservation Act has been in effect in its current form since January 1, 1994 (P.A. 88-139),
ILA cited no certificate orders of the Commission in which the Commission engaged in a
consultation with the IDNR under either of these statutes, nor any court decisions requiring the
Commission to engage in consultation with the IDNR under these statutes in connection with
review and approval of an application to construct and operate an electric transmission line. Nor
has Rock Island found any such orders or court decisions. Rock Island states that, although there
are no reported cases addressing whether the Commission has obligations under either statute to
consult with IDNR in connection with reviewing and granting an application for a CPCN, the
requirements of these statutes have been construed on two occasions by the Appellate Court.
According to Rock Island, these decisions lead to the conclusion that the Commission’s actions
in reviewing and granting a request for a CPCN are not actions *“authorized, funded, or carried
out” by the Commission within the meaning of the two statutes. Rock Island RB at 27-28.

According to Rock Island, in Pierce Downer’s Heritage Alliance v. Village of Downers
Grove, 302 Ill. App. 3d 286, 704 N.E.2d 898 (2d Dist. 1998), Advocate Health and Hospital
Corporation (“Advocate”) had been granted approval by the Village of Downers Grove for an
amended site development plan, and a certificate of need by the Illinois Health Facilities
Planning Board (“HFPB”), to construct a new four-story building, a parking lot, a storm water
detention pond and other facilities, on an undeveloped portion of land on which Advocate’s
Good Samaritan Hospital was located. The site to be developed consisted of wetlands and an
oak savanna and was adjacent to a protected wooded area listed in the Illinois Natural Areas
Inventory under the Natural Areas Preservation Act. An environmental group filed an action
seeking to compel the Village Board and the HFPB to engage in a consultation with the IDNR,
under 817 of the Natural Areas Preservation Act, concerning the proposed development. 302 IlI.
App. 3d at 289-91. The Appellate Court, however, rejected the environmental group’s
arguments and held that a consultation with the IDNR was not required under the statute. Rock
Island RB at 28.

Rock Island explains that the environmental group agreed that the Village Board and the
HFPB did not “fund” or “carry out” Advocate’s project, but contended that the Village Board
and the HFPB had “authorized” the project, by virtue of the Village Board approving the
amended site development plan and the HFPB granting a certificate of need for the new facility.
302 I11. App. 3d at 292, 295-96. The Court, however, held that these actions of the Village Board
and the HFPB were not “authorizations” under 817 of the Natural Areas Preservation Act. Id. at
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300. The court noted the provision in 817 that public agencies should avoid the “planning” of
any action that would adversely affect a protected natural area, and stated that the term
“planning” required that the public agency have a role in forming the particular scheme or
program. Id. at 296-97. The court stated that “such a role clearly requires more active
participation than that which would satisfy the traditional dictionary definition of ‘authorize.””
Id. Rather, the court concluded:

[W]e believe that the Act was meant to apply only to an action in which the state
agency or local government is a more active participant in the process. We believe
that such active participation requires that the state agency or local government
have a direct role in either the planning, design, funding, construction, or carrying
out of the action. (Id. at 297; Rock Island RB at 29.)

According to Rock Island, the court also noted that legislative history of the Natural
Areas Preservation Act supported the conclusion that the consultation process was intended to
apply only to those actions in which the government plays a direct role in either the planning,
design, funding, construction, or carrying out of the action, i.e., that 817 applies “only to actions
in which there is direct governmental involvement.” 302 Ill. App. 3d at 297-98. Further, the
court stated that “[h]ad the legislature intended to include private projects within the scope of
actions covered by section 17, it would seem reasonable that the legislature would have required
the private parties planning such projects to participate in the consultation process.” Id. at 297.
The court concluded that neither the Village Board’s approval of Advocate’s amended site
development plan, or the HFPB’s issuance of a certificate of need for the new facility, was an
“authorization” under 817. 1d. at 296-97. The court reached this conclusion even though it
noted that the issuance of a certificate of need by the HFPB for a new health facility represents a
determination that there is an identifiable need for the health facility based on the community’s
population, the number of existing medical facilities, the extent to which the existing facilities
are used, the availability of medical personnel, and other factors. Id. at 296 (citing 8§12 of the
Illinois Health Facilities Planning Act, 20 ILCS 3960/12). Rock Island RB at 29.

In contrast, explains Rock Island, in McHenry Cnty. Defenders, Inc. v. The City of
Harvard, 384 Ill. App. 3d 265, 891 N.E.2d 1017 (2d Dist. 2008), the City of Harvard, in order to
“enable the City to control the development of the area,” had entered into an agreement with a
mining company to annex certain property to the City to be used for a sand and gravel mining
operation, concrete recycling facility, concrete ready mix plant, and an asphalt plant; annexed the
property pursuant to the agreement; involved itself in the planning for the development project;
imposed many requirements on the mining company under the terms of the annexation
agreement; reviewed the mining company’s construction plans and made revisions to the plans;
and issued a conditional use permit and a zoning variance for the planned use of the annexed
property. 384 Ill.App.3d at 276-77. The annexation agreement required the mining company to
pay the city 30 cents per ton of asphalt hauled from the plant and authorized the City to order a
halt to operations under certain conditions. Id. at 267-68, 276-77. An environmental group
brought an action against the City seeking to require it to engage in an environmental
consultation with the IDNR pursuant to 811 of the Endangered Species Protection Act and 817
of the Natural Areas Preservation Act. Rock Island RB at 30.
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Rock Island states that the court agreed with and adopted the construction of the statutory
term “authorized” in 817 of the Natural Areas Preservation Act that had been articulated in
Pierce Downer’s. The court also concluded that the term “authorized” in 811 of the Endangered
Species Protection Act should be construed in the same manner. 384 Ill. App. 3d. at 275.
However, the court concluded that the City’s extensive involvement in the planning and
development of the project brought its actions within the definition of “authorized” as the
statutory term had been construed and applied in Pierce Downer’s. Id. at 276-77; Rock Island
RB at 30.

Rock Island argues that, based on these decisions, the Commission’s review of an
application for, and issuance of, a CPCN to construct and operate an electric transmission line do
not constitute an “authorization” of the project pursuant to 811 of the Endangered Species
Protection Act and 8§17 of the Natural Areas Preservation Act, as the term *“authorize” has been
construed by the Appellate Court. Rock Island states that the Commission’s actions in reviewing
and granting the application are akin to the actions of the HFPB in granting a certificate of need
and of the Village Board in approving an amendment to the site development plan in Pierce
Downer’s. Rock Island states that the plans for the construction and operation of a transmission
project, including the proposed route, are developed and executed entirely by the applicant. The
Commission reviews the applicant’s proposal and either approves it (in some cases with
conditions imposed) or rejects it. According to Rock Island, the Commission’s role in reviewing
and approving a CPCN application is unlike the City of Harvard’s extensive involvement in the
project in McHenry County. In that case (unlike a transmission line certificate case), the City
was extensively involved in the initial planning of the project, imposed numerous requirements
on the project by means of the annexation agreement and the conditional use permit, and retained
certain powers of control over the operation of the facility. Rock Island argues that the facts of
that case show that the City had a direct economic interest and involvement in the proposed
project and had annexed the property and issued the conditional use permit for the project in
order to receive tax and other revenues from it. Rock Island RB at 30-31.

Rock Island contends that, regardless of whether the two statutes are applicable to this
case, the underlying objective of the two statutes, which is to obtain IDNR’s input into whether
the proposed “action” will impact any Illinois listed threatened or endangered species or any
designated Illinois Natural Area Inventory (“INAI”) sites, has been met in this case by Rock
Island’s consultation with the IDNR, the results of which are fully reported in the record. Rock
Island explains that it placed into the record the IDNR’s initial (Rock Island Ex. 8.8) and final
(Rock Island Ex. 8.12) consultation letters to Rock Island on the Preferred Route and Proposed
Alternative Route of the Project, as well as meeting notes (Rock Island Ex. 8.11) of Rock
Island’s meeting with IDNR to discuss the consultation, all as exhibits sponsored by a Rock
Island witness, Matthew Koch, who participated directly in the consultation with the IDNR.
According to Rock Island, the IDNR stated in its final consultation letter that “it is unlikely that
the project will result in any adverse impacts to state-listed species or their habitats.” Rock
Island Ex. 8.12 at 1. Rock Island explains that the final consultation letter from IDNR identified
several INAI sites that would be crossed by either the Preferred Route or the Proposed
Alternative Route, and generally recommended that these sites be spanned by the transmission
line and that for the INAI sites that are water bodies, no work be performed in riparian areas.
Thus, through these consultation letters that have been placed into the record, the Commission
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has for its consideration the IDNR’s assessment of the potential impacts of the Project on the two
subjects of concern in 811 of the Illinois Endangered Species Act and 817 of the Illinois Natural
Areas Preservation Act. Rock Island also points out that, even assuming that the two statutes
required the Commission to engage in a consultation with IDNR in connection with a
transmission line case, there is nothing to preclude the Commission from requiring the applicant
to consult with the IDNR and report the results in the record for the Commission’s consideration,
which is what has transpired here. Rock Island RB at 31-32.

ILA suggests that a consultation directly by Commission Staff with IDNR would be
“more objective” than Rock Island’s consultation with IDNR, and that “we certainly cannot
reasonably conclude that the results would have been the same as those resulting from Rock
Island’s communications and interactions with the IDNR.” ILA IB at 12 footnote 6. Rock
Island contends that these assertions are baseless. According to Rock Island, there is no basis to
suggest that the professional staff of the IDNR would have given any other or different input to
Commission Staff than was provided, in writing, to Rock Island. Further, Rock Island has
supplied the IDNR’s actual letters for the record, so the IDNR’s conclusions have not been
translated or filtered by Rock Island. Rock Island RB at 32.

Rock Island responded to the ILA’s assertion that “Rock Island set aside the IDNR’s
concerns about forest fragmentation.” ILA IB at 12. Rock Island states that “forest
fragmentation” is not part of the statutory basis for ILA’s Motion, which is 811 of the Illinois
Endangered Species Act (regarding impacts to Illinois-listed threatened or endangered species)
and 817 of the Illinois Natural Areas Preservation Act (regarding impacts to listed INAI sites).
According to Rock Island, the IDNR’s concerns about “forest fragmentation” at several points
along the route, as stated in the IDNR consultation letters, implicate neither of these statutory
topics. Further, Rock Island explained in writing to the IDNR why re-routing the transmission
line in the areas for which IDNR expressed concern about “forest fragmentation” could have
other, adverse consequences (Rock Island Ex. 8.8 at 5-12; Rock Island Ex. 8.9); and in its final
consultation letter, the IDNR stated with respect to its concerns about “forest fragmentation” that
“IDNR recognizes, however, that other project planning and regulatory considerations factor into
final routing.” Rock Island Ex. 8.12 at 1; Rock Island RB at 32-33.

Rock Island explains that in addition to the specific documents and other evidence placed
into the record concerning the consultation with the IDNR, it provided other evidence pertaining
to potential impacts of the Preferred Route and Proposed Alternative Route on Illinois-listed
threatened and endangered species and on INAI sites. Rock Island Ex. 8.2 at 60-61, 78-81; Rock
Island Ex. 8.3 Rev. at 33-37; Rock Island RB at 33. According to Rock Island, the Routing
Criteria for development of the route of the Project in Illinois included minimizing impacts to
INAI sites (measured by the number of INAI sites crossed by a route and the number within one-
half mile of a route) and minimizing impacts to threatened and endangered species (as measured
by the number of occurrences of federal and state-listed species within one mile of a route).
Rock Island Ex. 8.2 at 14-15; Rock Island RB at 33.

Rock Island states, in summary, that while the Commission, in connection with its

evaluation of an application to construct a transmission line, is not required to consult with IDNR
pursuant to 8§11 of the Illinois Endangered Species Act or 817 of the Illinois Natural Areas
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Preservation Act, the record includes the results of Rock Island’s consultation with IDNR, as
well as other evidence, on the concerns addressed underlying these two statutes, specifically, the
potential impacts of the route of the Project on Illinois-listed threatened and endangered species
and on INAI sites. Rock Island states that the Commission has in the record the information
needed to evaluate whether the Preferred Route has unacceptable impacts to any threatened or
endangered species or to any INAI sites. Rock Island RB at 33.

3. Staff’s Position

4, ComEd’s Position

5. Commission’s Conclusion

Based on its review of the parties’ filings during the course of the case on the ILA
Motion, the parties’ additional arguments in their Initial Briefs and Reply Briefs, and the relevant
statutory provisions and court decisions, the Commission concludes that the ILA Motion should
be denied. In comparing the Commission’s review and approval of an application for a CPCN to
the activities and involvement of the governmental entities in the Pierce Downer’s and McHenry
County cases, the Commission concludes that its activity and involvement in the Project do not
rise to the levels that the Appellate Court decisions indicate is necessary for the “consultation”
requirements of 811 of the Illinois Endangered Species Act and 8§17 of the Illinois Natural Areas
Preservation Act to be triggered. Clearly, the Commission’s review and approval of an
application for a CPCN falls far short of the level of involvement of the City of Harvard in the
McHenry County case. The Commission also finds it noteworthy that no party has identified any
previous CPCN case or common carrier by pipeline certificate in good standing case in which
the Commission has engaged in a consultation with the IDNR under 811 of the Illinois
Endangered Species Act or 8§17 of the Illinois Natural Areas Preservation Act.

Further, the Commission observes that Rock Island has consulted with the IDNR
concerning the Preferred Route and the Proposed Alternative Route of the Project with respect to
both potential impacts on threatened and endangered species and potential impacts to Illinois
Natural Areas Inventory sites, as well as on other topics relating to impacts on habitat and natural
features, and that Rock Island has placed information concerning its consultation into the record
of this proceeding. The information placed into the record includes the IDNR’s final
consultation letter to Rock Island concerning the Preferred Route and the Proposed Alternative
Route. The IDNR’s final consultation letter shows that the IDNR has not identified any potential
impacts of the Preferred Route to Illinois-listed threatened or endangered species. The IDNR’s
final consultation letter does not indicate that the IDNR has any objections with respect to Rock
Island’s plans to avoid or mitigate any impacts to those Illinois Natural Areas Inventory sites that
the Preferred Route of the Project may cross. The Commission does not agree with the
suggestion that the IDNR would provide any different information or opinions, if it were to be
consulted directly by Commission Staff, than it has provided in its consultation with Rock Island.
From the Commission’s viewpoint, what is important is that the IDNR’s comments on the
Preferred Route and Proposed Alternative Route of the Project have been obtained and placed in
to the record for the Commission’s consideration in evaluating and ultimately approving a route
for the Project in Illinois.
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I1l.  PUBLIC UTILITIES ACT 88-406(a) - REQUEST FOR CERTIFICATE AS A
PUBLIC UTILITY

A. Rock Island’s Position

Rock Island requests issuance of a CPCN to operate as a transmission public utility in
Illinois. Rock Island states that §8-406(a) of the PUA specifies that no public utility shall
transact any business in this State “until it shall have obtained a certificate from the Commission
that public convenience and necessity require the transaction of such business.” Rock Island
states that in the context of this proceeding, it should be granted a CPCN for the Rock Island
Project in order to also receive a CPCN to transact a public utility business, and that the
determination that “the public convenience and necessity require the transaction of such
business” under 88-406(a) of the PUA is dependent on a determination under 8§8-406(b) that
Rock Island’s construction and operation of the Project will promote the public convenience and
necessity in accordance with the provisions of that subsection. Rock Island IB at 24-25.

Rock Island notes that although it believes its Project will be the first merchant
transmission project in Illinois, the Commission has previously granted CPCNs as transmission
public utilities to at least two companies. In Docket 01-0142, the Commission granted CPCNs to
American Transmission Company L.L.C. (“ATC”), which had been formed to take ownership of
and operate the transmission facilities of Wisconsin electric utilities, some of which were located
in Illinois, and to ATC’s affiliate ATC Management, Inc. ATC’s petition in that docket stated
that ATC would own, control, operate and manage, within Illinois, facilities used for the
transmission of electricity, and that its transmission lines would transmit electric energy within
Illinois for use by the public to serve Illinois customers. The Commission found that the
petitioners’ transmission lines were transmitting power within Illinois to serve Illinois customers
and that ATC and ATC Management fell within the definition of “public utility” in the PUA.
American Transmission Company L.L.C. and ATC Management Inc., Docket 01-0142 (Order dated Jan.
23, 2003), at 5; Rock Island Ex. 10.13 at 16-17; Rock Island IB at 25. In Docket 06-0179, the
Commission granted CPCNSs to Illinois Power Company (“IPC”) and to a newly-formed entity,
Ameren lllinois Transmission Company (“Ameren Transco”), to construct three new 345 kV
transmission lines for the purpose of enabling electricity to be delivered from a single wholesale
generation source, the Prairie State Generating Company plant (an independent power producer),
into the bulk electric system. The applicants’ petition in that case stated that “Ameren Transco
will own, control, operate and manage, within this State, for public use, facilities for the
transmission of electricity” and that it would be “transmitting electricity for use by the public at
rates, terms, and conditions subject to regulation by the FERC.” Rock Island states that the
Commission found Ameren Transco to be a public utility and granted CPCNs to Ameren
Transco and IPC to construct, operate and maintain the three new 345 kV transmission lines.
Illinois Power Company d/b/a AmerenlP and Ameren Illinois Transmission Company, Docket
06-0179 (Order dated May 16, 2007); Rock Island Ex. 10.13 at 17-18; Rock Island IB at 26, fn.
24. Subsequently, in Docket 06-0706, the Commission granted CPCNs to Ameren Transco and
IPC to construct, operate and maintain a new transmission line in the area of Ottawa, Illinois,
with which Ameren Transco (as stated in its petition) would be “transmitting electricity for use
by the public at rates, terms, and conditions subject to regulation by the [FERC].” The
Commission found that Ameren Transco and its proposed transmission activities satisfied the
definition of a public utility and that Ameren Transco was a public utility. Most recently, in
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Docket 12-0598, the Commission granted a CPCN to Ameren Transco to build new transmission
facilities in Illinois collectively referred to as the Illinois Rivers Project, finding that Ameren
Transco is a public utility pursuant to the PUA. Ameren Transmission Company of Illinois,
Docket 12-0598 (Order dated Aug. 20, 2013). Rock Island IB at 25-26.

Rock Island states that, like ATC and Ameren Transco in the cases just described, Rock
Island will be owning, operating and managing transmission facilities in Illinois to transmit
electricity for use by the public at rates, terms and conditions regulated by the FERC. Rock
Island states that it will construct and operate the Project for public use for the transmission of
electricity and will hold itself out to serve the public. Rock Island states that it will offer and
provide non-discriminatory, open access transmission service to eligible customers (as defined
by its Open Access Transmission Tariff (“OATT”) in conformance with FERC regulations),
specifically, the service of transmitting electricity delivered to Rock Island’s western converter
station in O’Brien County, lowa, to an interconnection point with the PJM grid at the Collins
Substation in Grundy County, Illinois. Rock Island Ex. 10.13 at 4-6, 14-15; Rock Island Ex.
10.26 at 35-36; Rock Island IB at 26-27. Rock Island expects that its transmission customers
will fall into the three categories: First, owners of generation resources located in the Resource
Area that will contract for transmission capacity to deliver the output of their plants into the PJIM
transmission network at the Collins Substation. These customers can be expected to have
contracted with one or more suppliers to the retail market (e.g., a utility, an ARES or other
competitive supplier, a wholesale power marketer, a municipal electric utility, or an electric
cooperative) to purchase the generator’s output; the electricity delivered to the purchasing entity
would ultimately be sold to and used by thousands of individual retail electricity customers.
Second, wholesale purchasers of electricity, such as electric utilities, competitive retail suppliers,
municipal electric utilities, electric cooperatives, and wholesale power marketers, which would
contract for their own transmission capacity and use that transmission capacity to have delivered,
to northern lllinois, electricity that they purchase from generators located in the Resource Area.
The electricity transmitted by the Project to northern Illinois for these customers would
ultimately be sold and distributed to thousands of individual retail electricity customers. Third,
although it would be impractical for residential and smaller non-residential customers to contract
directly for bulk transmission service on the Project, it would be possible for larger retail
customers to contract directly for transmission capacity and service on the Project to facilitate
their procurement of electricity from the Resource Area, such as, for example, a large
institutional electricity user or a government entity that wishes to obtain a portion of its electric
supply from renewable resources and to negotiate for and purchase the renewable energy directly
from the producer rather than through an intermediate supplier. Rock Island notes that the
definition of “eligible customer” under the FERC pro forma OATT, to which Rock Island’s OATT will
be required to conform, includes retail customers taking unbundled transmission service. Rock Island
Ex. 10.13 at 5, 12-14; Rock Island IB at 27.

Rock Island states that the Project will provide 3,500 MW of transmission capacity and is
projected to deliver over 15 million MWh of electricity annually from the Resource Area to
northeast Illinois and the PIJM grid. Rock Island explains that this amount of electricity is equal
to the annual electricity usage of approximately 1,400,000 homes. Rock Island Ex. 10.13 at 15;
Rock Island IB at 27.

Rock Island explains that any eligible customer under its OATT will be able to request
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and, subject to the overall capacity of the Project, obtain transmission service on the Project.
According to Rock Island, there will be multiple ways in which a customer will be able to obtain
transmission service on the Project: (1) During Rock Island’s initial process to identify and
contract with anchor tenants, any eligible customer may request to negotiate a precedent
agreement with Rock Island for long-term firm transmission service. (2) Any eligible customer
may participate in Rock Island’s enrollment process (referred to as an “open season”) to award
the remaining capacity on the Project, and in the open season, all eligible customers have an
equal opportunity to procure long-term firm transmission service. (3) If Rock Island does not
sell all of the Project’s capacity during the anchor tenant and open season processes, any eligible
customer may request service from the remaining firm service under Rock Island’s OATT. (4)
Upon expiration or termination of the initial transmission service contracts entered into during
the anchor tenant and open season processes, any eligible customer may request the freed-up
capacity under Rock Island’s OATT. (5) Any eligible customer may request non-firm service
on the Project at any time, and Rock Island is obligated to grant these requests so long as the
transmission capacity is not in use by firm service customers. (6) Rock Island will create a
secondary market for the Project’s transmission capacity, in which holders of contracted capacity
will be able to make their contracted capacity available to other eligible customers. Rock Island
Ex. 10.13 at 7-10; Rock Island IB at 28.

1. Rock Island’s Response to IAA and ILA

Responding to ILA and IAA’s arguments that Rock Island should not be granted a CPCN
as a public utility, Rock Island states that IAA and ILA rely on the same argument on which their
Motions to Dismiss were based, i.e., that only an entity that is already a public utility can apply
for and be granted a CPCN as a public utility, and (they contend) since Rock Island does not
currently own any plant, equipment or property in Illinois and has no assets or real property in
Illinois that could be used to sell, transmit or deliver electricity, Rock Island is not currently a
public utility and therefore cannot be granted a CPCN as a public utility. Rock Island RB at 34.
According to Rock Island, the ALJ rejected this theory in denying IAA’s and ILA’s Motions to
Dismiss. Rock Island asserts that IAA’s and ILA’s argument regarding Rock Island’s request for
a CPCN as a public utility must be rejected for the reasons stated in Rock Island’s response to
the IAA and ILA Motions to Dismiss.

Rock Island states that ILA cites several decisions for the unremarkable proposition that
in order to grant a CPCN, the Commission must find that the proposed service is necessary for
the public convenience and necessity. Rock Island notes that the cases cited by ILA emphasize
that “necessity” as used in this context does not mean “indispensably requisite,” that necessity
has been construed to mean “needful, requisite or conducive,” and that the Commission has
broad discretion to determine what constitutes the public convenience and necessity in a
particular case. Rock Island RB at 34-35.

2. Rock Island’s Response to ComEd
Responding to ComEd’s argument that Rock Island has not contracted with specific

customers for the transmission line, that (according to ComEd) Rock Island will not have any
customers in Illinois and that “[a]n entity without Illinois customers is not an lIllinois public
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utility” (ComEd IB at 14-15, 17-18), Rock Island states that ComEd’s contentions that Rock
Island (or any applicant) must show exactly who its customers will be, that Rock Island will not
have any lIllinois customers, and that an entity must have specific customers in Illinois to be a
public utility, are all unfounded and must be rejected. Rock Island states that it will be a public
utility because it will hold itself and its facilities out to provide open access transmission service
to eligible customers in Illinois and will use its facilities to transmit and deliver into Illinois
electricity in amounts to meet the needs of some 1.4 million homes. Rock Island RB at 35.

Rock Island states that, contrary to ComEd’s assertions, it will be offering transmission
service on the Project to customers in Illinois, as well as customers in the Resource Area, and
expects to have customers in Illinois who take transmission service from the Project. Rock
Island notes that ComEd points to the fact that Rock Island has “assumed” that all of its
customers will be wind generators located outside Illinois in the Resource Area (ComEd IB at
16-17), but Rock Island states that this assumption (and Rock Island’s justification for it) was
made in the context of responding to the arguments of other parties that the generator customers
that will connect to the western end of the Project may not be limited to wind generators. Rock
Island states that the record shows that the “eligible customers” to which Rock Island will offer
transmission service on the Project will include wholesale and retail purchasers of electricity at
the eastern end of the Project. Rock Island states that the FERC’s pro forma OATT requires
Rock Island to offer transmission service to such customers. Rock Island explains that the
FERC’s pro forma OATT requires that Rock Island’s transmission service tariff must include as
eligible customers, “Any electric utility (including the Transmission Provider and any power
marketer), Federal power marketing agency, or any person generating electric energy for resale.”
Additionally, under the terms of the FERC’s pro forma OATT, Rock Island must, and will, offer
transmission service on the Project to any retail customer taking unbundled transmission service
pursuant to a State requirement for such service (which exists in Illinois under Article 16 of the
PUA) or a voluntary offer of retail unbundled transmission service (which Rock Island will
include in its tariff). In summary, Rock Island explains that the definition of “eligible customer”
is a very broad definition that in practice requires Rock Island to offer transmission service to
any buyer of transmission service, subject only to the statutory limitations on the FERC’s ability
to order retail wheeling (which is not a limitation here since Illinois law provides for full retail
transmission access) or sham wholesale transactions. Rock Island Ex. 10.13 at 5, 12-14; Rock
Island RB at 36-37.

Rock Island states that, while ComEd relies on Mississippi River Fuel Corp. v.
Commerce Comm’n, 1 Ill. 2d 509, 116 N.E.2d 394 (1953) to argue that Rock Island will not be a
public utility because (according to ComEd) it will only serve a fixed and limited number of
customers (ComEd IB at 15, 18-19), there is much to distinguish the activities of Mississippi
River Fuel Corp. (“MRF”) in that case from the services Rock Island will be providing. Rock
Island states that MRF, an interstate pipeline, expressly contracted with its local gas distribution
company customers not to sell gas to any of their retail customers other than the specific,
identified retail customers it had already contracted with (1 Ill. 2d at 511-12), and it refused
requests from additional industrial gas customers to sell them gas (id. at 512-13), which Rock
Island states is something that it could not do under the OATT. Rock Island points out that the
decision emphasized that “it is entirely clear from the record that Mississippi has never intended
to assume the status of a public utility or professed to devote its property to ‘public use’” (id. at
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515 (emphasis added)), and that MRF “has done no act by which it has given the reasonable
impression that it was holding itself out to serve gas to the public, or to any class of the public
generally.” 1d. at 518; Rock Island RB at 37.

Rock Island asserts that, in contrast to the facts in Mississippi River, Rock Island is
expressly holding itself out to serve the public and to dedicate its property, plant and equipment
to public use. Rock Island RB at 37. Rock Island quotes the testimony of Mr. Berry that:

Rock Island is constructing and will operate the Project for public use for
the transmission of electricity. Rock Island is holding itself out to serve the
public. . . . [A]ny eligible customers (as defined by the FERC pro forma OATT)
will be able to request service on Rock Island’s facilities. Rock Island accepts
regulation as a public utility by the ICC and is not attempting to structure its
operations so as to avoid public utility status. Rock Island understands that the
construction and operation of its Project should be regulated by the ICC because
of the important service that the Project will be providing to the electricity-
consuming public. The Rock Island Project will directly connect over 4,000 MW
of generation to northern Illinois that would not otherwise be connected and is
expected to deliver approximately 15 million MWh of electricity per year to
northern Illinois. This amount of electricity is equal to the annual usage of
approximately 1,400,000 homes. . . .[T]he electricity transmitted over the Rock
Island Project will be sold and distributed to thousands of individual retail
customers in Illinois and other states. The Rock Island Project will transmit
electricity for the use of the public. The public that will be served by the power
transmitted by the Project from the Resource Area to northern Illinois will be
retail customers in the footprints of the PJIM and MISO RTOs. (Rock Island EX.
10.13 at 14-15.)

Rock Island also notes that Mr. Berry cited numerous aspects of Rock Island’s activities, as a
public utility in IHllinois, that will be subject to regulation by the Commission. Rock Island Ex.
10.13 at 14; Rock Island RB at 38, footnote 23.

According to Rock Island, that the subject company disclaims any intention to be a public
utility or to devote its property to the public use, as MRF did in Mississippi River, is also a
common theme in many of the cases in which an entity has been found not to be a public utility.
Rock Island states that this was the case in several of the cases cited in Staff’s Initial Brief,
including Illinois Highway Transportation Co. v. Hantel, 323 Ill. App. 364, 55 N.E.2d 710 (3d
Dist. 1944), Highland Dairy Farms Co. v. Helvetia Milk Condensing Co., 308 Ill. 294, 139 N.E.
418 (1923), and State Public Utilities Commission ex rel. Macon County Telephone Co. v.
Bethany Mutual Telephone Ass’n, 270 Ill. 183, 110 N.E. 334 (1915). Rock Island explains that
this common theme in the decisions was noted by the Appellate Court in lowa RCO Ass’n v.
ICC, 86 Ill. App. 3d 1116 (4th Dist. 1980), in which the Court affirmed the Commission’s
decision that an interstate pipeline that would transport crude oil from Illinois to a limited
number of refinery customers in Minnesota (one of which was an affiliate of the pipeline
company) was a “public utility” as defined in the PUA. Id. at 1118. Rock Island states that, in
contrast, it is clearly and explicitly requesting public utility status, subjecting itself to regulation
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as a public utility, committing its plant, equipment and property to public use, and offering to
provide the service of transporting and delivering electricity into Illinois for the use of the public.
Rock Island RB at 38-39.

Rock Island responded to ComEd’s argument that the definition of “public utility” in §83-
105 of the PUA requires that Rock Island “must establish that it has or will have Illinois
customers” to receive a CPCN as a public utility. ComEd IB at 15. Rock Island states that 83-
105 says no such thing and does not even use the word “customers.” Rather, explains Rock
Island, the key to public utility status under 83-105 (as ComEd acknowledges at page 14 of its
Initial Brief) is that the entity will own, control, operate or manage, within this State, directly or
indirectly, for public use, plant, equipment or property used or to be used for or in connection
with (in the case of Rock Island) the transmission of electricity. Rock Island states that it will
own, control, operate and manage, within Illinois, property, plant and equipment for the
transmission of electricity, and will hold out the Project for use by the public. Rock Island
reiterated that the Project will deliver into Illinois electricity in amounts sufficient to meet the
electricity needs of approximately 1,400,000 homes on an annual basis. Rock Island Ex. 10.13 at
14-15; Rock Island RB at 39.

Rock Island also responded to ComEd’s argument that a retail user or a utility or other
wholesale retailer does not become a transmission customer of a transmission owner or operator
simply because the power the retail user, utility or other wholesale buyer consumes or resells has
been transported by the transmission owner/operator’s transmission line. ComEd IB at 17.
Rock Island states that it will offer transmission service on the Project to, and expects its
customers to include, both (1) owners of generation resources located in the Resource Area that
will contract for transmission capacity to deliver their output into the PJM transmission network
at Collins Substation, and (2) wholesale purchasers of electricity, such as electric utilities,
competitive retail suppliers, municipal electric utilities, electric cooperatives, and wholesale
power marketers, which would contract for their own transmission capacity and use that
transmission capacity to have delivered, to northern Illinois, electricity that they purchase from
generators located in the Resource Area. Rock Island states it is also possible that large retail
purchasers of electricity may purchase unbundled transmission service on the Project, in order to
transport electricity that they purchase on an unbundled basis from sellers in the Resource Area.
Petition 117; Rock Island Ex. 1.0 at 14-15; Rock Island Exhibit 10.0 at 18; Rock Island Ex.
10.13 at 12-14; Rock Island Exhibit 10.19; Rock Island IB at 27; Rock Island RB at 39-40.

Rock Island argues that ComEd is incorrect in asserting that purchasing customers in
Illinois will have no interest in taking transmission service on the Project (ComEd IB at 17-18).
Rock Island states that wholesale resellers or large retail customers in Illinois may have an
interest or a requirement (contractual or otherwise) to procure electricity from renewable
resources (not just unbundled RECSs) for their supply portfolios. Further, electricity from new
wind generation is already cost-competitive with electricity from new thermal sources, so buyers
may want to purchase electricity from the wind generators in the Resource Area because it is a
cost-competitive source of electricity, without regard to its renewable characteristics.
Additionally, wholesale resellers or large retail customers may wish to contract for their own
unbundled transmission service on the Project and negotiate directly with wind generators in the
Resource Area for the purchase of electricity, with the objective of better managing and
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controlling their costs. Rock Island Ex. 10.0 at 16-17, 22-25; Rock Island Ex. 10.13 at 12-14;
Rock Island RB at 40. Rock Island also states that, while Illinois law allows RPS obligations to
be satisfied by the purchase of RECs from sources in Illinois or adjoining states (by utilities) or
from sources within PJIM or MISO (for alternative retail electric suppliers (“ARES”)), many
other states in the PJM region require that RPS requirements be satisfied by renewable energy
delivered into that state. According to Rock Island, a wholesale buyer may purchase
transmission service on the Project to take delivery in Illinois of electricity produced by wind
generators in the Resource Area, which the buyer then resells for delivery into another PJM state.
Rock Island Ex. 10.26 at 24; Rock Island RB at 40-41.

Rock Island states that the important fact with respect to meeting the definition of a
public utility is that under its tariff, Rock Island will be holding itself out to provide transmission
service to purchasing customers of the types described above in Illinois, as eligible customers,
regardless of the specific numbers of such customers that actually elect to take the service.
Further, Rock Island will be offering transmission service to these customers on a non-
discriminatory basis. Rock Island Ex. 10.13 at 4-6, 11-12; Rock Island RB at 41. Rock Island
states that transmission owners serve the public not only because they serve a specific group of
shippers, who may or may not be based in Illinois, but also because they hold themselves out to
serve any eligible customer who requests service, which Rock Island will do under its OATT.
Rock Island also states that the public in its entirety consumes the electricity that the bulk
transmission system moves and delivers. The fact that Rock Island, as a transmission provider,
uses its facilities to deliver electricity into a market where the electricity will be consumed by
millions of retail customers, even if the transmission provider is not in direct contractual privity
with those retail customers, establishes that the transmission provider satisfies the “for public
use” requirement. Rock Island states that the transmission provider is using its facilities to
transmit electricity to serve the public. Rock Island RB at 41.

Rock Island disagrees with ComEd’s citation of the Commission’s order in Docket 01-
0142 granting a CPCN as a transmission public utility to American Transmission Company,
L.L.C. as a case in which the Commission was “assured of the existence of an Illinois customer.”
ComEd IB at 18. Rock Island states that its transmission facilities will serve Illinois customers
in the same manner as ATC’s facilities were indicated to do in Docket 01-0142. Rock Island
points out that the allegations on the topic of “public use” in ATC’s petition in Docket 01-0142
were:

5. The Petitioners meet the definition of public utilities as set forth in
the Act, Section 3-105. The Petitioners own, control, operate and manage, within
this State, for public use, facilities used for the transmission of electricity.

6. The Petitioners, as public utilities, are transmitting electrical
energy for use by the public. Pursuant to ATCLLC’s nondiscriminatory Open
Access Transmission Tariff on file with the Federal Energy Regulatory
Commission, ATCLLC’s eligible customers include any retail customer taking
unbundled transmission service pursuant to a state requirement that a transmission
provider offer the transmission service.
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7. Because the Petitioners’ transmission lines are transmitting power
within 1llinois to serve lIllinois customers, it is in the public interest that the
Commission oversee certain aspects of the Petitioners’ operations as provided in
the Public Utilities Act. Although many aspects of the Petitioners’ operations are
within the jurisdiction of the Federal Energy Regulatory Commission, other
operations are subject to state supervision. (Rock Island Ex. 10.13 at 16-17,
emphasis added; Rock Island RB at 41-42).

Rock Island explains that ATC’s testimony on this point was that “The transmission facilities
owned by the companies transmit power for public use.” Rock Island contends that in addition
to providing unbundled transmission service to those retail customers who elected to take it,
ATC’s service to the public in Illinois “for public use” consists of delivering power to its
distribution company affiliate for ultimate sale and delivery to retail customers, which is a
service to the public that Rock Island will also be providing. Rock Island Ex. 10.13 at 17; Rock
Island RB at 42.

Rock Island responded to ComEd’s argument that Rock Island cannot be a public utility
because it does not yet have contracts with any customers in either the Resource Area or in
Illinois or PJIM. ComEd IB at 18. According to Rock Island, the reason it does not yet have
contracted customers is that customers will not (and cannot reasonably be expected to) enter into
contracts for transmission capacity and service before Rock Island is certificated as a public
utility and its transmission line receives a CPCN. Rock Island IB at 112-113; Rock Island Ex.
10.14 Rev. at 22-23; Rock Island RB at 42. Based on §8-406, Rock Island asserts that it is
questionable whether Rock Island can lawfully enter into binding service contracts with
customers before it has obtained its CPCN. Rock Island states that it needs the authorization
being sought in this case in order to construct the facilities and provide the service that it plans to
provide. Rock Island RB at 42-43.

Rock Island argues that ComEd’s reliance on the decision of the Arkansas Public Service
Commission (“PSC”) concerning another subsidiary of Clean Line, Plains and Eastern Clean
Line LLC (“Plains and Eastern™), is unfounded.® ComEd IB at 19-20. Rock Island states that in
the Arkansas case, Plains and Eastern was only applying for a certificate of public utility status,
and not for a certificate to build its transmission line in Arkansas (hence the references in the
portions of the Arkansas PSC order cited by ComEd to the lack of information on Plains and
Eastern’s business plans). Rock Island explains that Plains and Eastern’s filing in Arkansas
stated that the company “does not seek authorization to begin construction of a transmission line,
which authorization Clean Line will seek pursuant to a separate application.” Arkansas PSC
order at 1; Rock Island RB at 43, fn. 26. According to Rock Island, the Arkansas case is akin to
Rock Island’s previous filing in Docket 10-0579, in which Rock Island sought only a CPCN as a
public utility and did not request a CPCN for its transmission line nor present the detailed
information necessary to support a request for a CPCN for a transmission line. In Docket 10-
0579, Rock Island ultimately agreed with Commission Staff that the request for a CPCN as a
public utility should be considered in conjunction with a request for a CPCN for a specific public

8 Application of Plains and Eastern Clean Line LLC for A Certificate of Public Convenience and
Necessity, Arkansas PSC Docket No. 10-041-U, Order No. 9 (Jan. 11, 2011).
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utility project, which Rock Island has filed for in the instant docket. Rock Island RB at 43.
Rock Island also states that ComEd failed to mention that Plains and Eastern, at the time of the
Arkansas PSC decision, planned to construct a “through” transmission line through Arkansas to
the line’s ultimate destination in a state to the east of Arkansas, with no plans to directly deliver
electricity into Arkansas to wholesale or retail customers in that state through an interconnection
in Arkansas. Arkansas PSC order at 2, 4, 5 and 11. Rock Island explains that the Arkansas PSC
found, based on this, that it could not find that Plains and Eastern met the statutory test of
transmitting power “to or for the public for compensation,” stating that its “decision is based on
the fact that it cannot grant public utility status to Clean Line based on the information about its
current business plan and present lack of plans to serve customers in Arkansas.” Id. at 11-12
(emphasis added.) Rock Island states that, in contrast, it will be, by tariff, expressly offering
transmission service to customers in Illinois, and all of the electricity transported by the Rock
Island Project will be delivered into Illinois. Rock Island RB at 43-44.

Rock Island states that, in contrast to the Arkansas PSC decision, several other states
have granted certificates to Clean Line subsidiaries as public utilities and/or to construct their
specific proposed transmission projects, under the laws of those states. (1) The Oklahoma
Corporation Commission has granted Plains and Eastern electric transmission-only public utility
status in Oklahoma.® (2) The Kansas Corporation Commission has granted Grain Belt Express
Clean Line LLC (“Grain Belt”) a Limited Certificate of Public Convenience to Transact the
Business of a Public Utility in the State of Kansas.’® (3) The Kansas Corporation Commission
has also granted Grain Belt a siting permit, which is the authorization required under Kansas law
to build the Kansas portion of the Grain Belt transmission project.*! (4) The Indiana Utility
Regulatory Commission has granted Grain Belt the authority to operate as a transmission-only
public utility in Indiana.*? Rock Island Ex. 1.0 at 13-14; Rock Island RB at 44-45.

3. Rock Island’s Response to Staff

Rock Island responded to Staff’s reference to a statement in the prepared testimony of
Rock Island witness David Berry which Staff characterizes as “Rock Island essentially concedes
in its testimony that no need for the proposed Project has actually been established.” Staff IB at
9. Rock Island asserts that Staff’s characterization is incorrect and the testimony it cites is taken
out of context. Rock Island explains that in the testimony cited by Staff, Mr. Berry was

® Order No. 590530, Cause No. PUD 20100075, In the Matter of the Application of Plains and Eastern
Clean Line LLC, to Conduct Business as an Electric Utility in the State of Oklahoma (Order dated Oct.
28, 2011).

% Docket No: 11-GBEE-624-COC, In the Matter of the Application of Grain Belt Express Clean Line
LLC for a Limited Certificate of Public Convenience to Transact the Business of a Public Utility in the
State of Kansas (Order dated Dec. 7, 2011).

1 Docket No. 13-GBEE-803-MIS, In the Matter of the Application of Grain Belt Express Clean Line LLC
for a Siting Permit for the Construction of a High Voltage Direct Current Transmission Line (Order dated
Nov. 7, 2013).

12 Order of the Commission, Cause No. 44264, Petition of Grain Belt Express Clean Line LLC (Order
dated May 22, 2013).
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discussing the proposed financing condition to Rock Island’s CPCN that was proposed by Staff
and accepted by Rock Island:

Q. Is this certificate condition consistent with the financing and construction plan
that you described in your direct testimony?

A. Yes, and the condition, if adopted, will formalize this plan as a requirement of
Rock Island’s certificate of public convenience and necessity. As | described in
my direct testimony, in order for Rock Island to begin to construct and install
the transmission line, it must (1) first, secure sufficient contracts for
transmission service (using the processes | will describe in part Il of this
additional supplemental direct testimony) to support raising the capital to
finance construction of the Project, (2) second, issue debt and/or obtain debt and
equity commitments sufficient to finance construction of the entire Project, and
(3) only then, actually commence construction and installation of the permanent
transmission facilities (towers, conductor and the converter stations). The
bottom line is that permanent installation of facilities cannot and will not
commence unless and until the need for the Project is actually established
through the market test of transmission customers contracting for sufficient
service on the transmission line to support and justify financings that raise
sufficient capital to cover the total Project cost. The proposed financing
condition will formalize that sequence. (Rock Island Ex. 10.13 at 3-4; Rock
Island RB at 45.)

Rock Island states that in characterizing this testimony, Staff confuses the need of a specific
transmission customer or customers, which is what is discussed in the testimony, with the needs
of wind generators in general, the needs of load serving entities, and the needs of the public.
Rock Island states that it has presented ample evidence of the need to construct the Project as a
new direct connection high voltage transmission facility from the Resource Area to northern
Illinois in order to enable the development of the high quality wind resources in the Resource
Area, which presently has inadequate transmission infrastructure to carry the output of wind
generation facilities to market areas such as northern Illinois and PJM. Rock Island states that
this clean electricity from new high capacity factor wind generation will help to meet the
growing demand for renewable energy to meet the increasing RPS requirements in Illinois and
other PJM states and to meet the growing demand for renewable energy in general, in a cost-
effective manner. Rock Island IB at 4-6, 30-32, 34-49; Rock Island RB at 45-46. Rock Island
also states that its merchant business model, which is the subject of the Berry testimony cited by
Staff, offers many benefits to the public because it protects them from inaccurate forecasts, cost
overruns and delays, and does not increase overall customer rates. Rock Island RB at 46.

Rock Island notes that Staff’s Initial Brief provides a lengthy discussion of court cases on
the topic of what constitutes a “public utility,” along with a discussion of the FERC’s
requirements for merchant transmission providers such as Rock Island to provide non-
discriminatory open access transmission service to eligible customers, but Staff does not reach a
specific conclusion on whether Rock Island will be a “public utility.” Staff IB at 10-15. Rock
Island states that, as it pointed out in response to ComEd’s arguments, a common theme in many
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of these cases in which an entity was found not be to a public utility is that the entity disclaimed
any intention to be a public utility, to hold itself out to provide service to the public, or to devote
its plant, property and equipment to the public use. Rock Island RB at 46-47.

Rock Island reiterated that it will offer transmission service on the Project on a non-
discriminatory basis to all eligible customers as defined in Rock Island’s tariff, in conformance
with the FERC pro forma OATT. Rock Island states that Staff’s statement that 75% of the
capacity of the Project will be pre-subscribed to “pre-selected customers” and only 25% will be
available through “open auction” (Staff IB at 15) is an incomplete description of the ways in
which customers will be able to obtain transmission service on the Project. Rock Island RB at
47-48. Rock Island points out that it is authorized by the FERC to contract with anchor tenant
customers for “up to” 75% of the capacity of the Project; therefore, the 75% figure is a ceiling
not a floor. Petition 118; Rock Island Ex. 10.13 at 6; Rock Island RB at 48, fn. 36.Rock Island
again noted the numerous ways in which customers will be able to obtain transmission service on
the Project. Rock Island RB at 48; Rock Island Ex. 10.13 at 7-10. According to Rock Island, the
overriding principles are that Rock Island will offer all eligible customers the opportunity to
purchase transmission service on the Project; Rock Island will not deny any eligible customer the
opportunity to purchase transmission service; and Rock Island will not unduly discriminate
against any transmission customer in favor of another eligible customer. Rock Island Ex. 10.13
at 6. Rock Island notes that Staff acknowledged that the FERC requirement to provide non-
discriminatory open access, which Rock Island will comply with, “could arguably overcome the
public use hurdle since all customers would have an equal right to use the utility on the same
terms, as required for public use under Section 3-105 of the Act.” Staff IB at 13; Rock Island
RB at 48-49.

Rock Island also states that while it cannot predict the total number of customers who
will take transmission service on the Project, what is relevant to Rock Island’s public utility
status is that the service will be offered to the entire universe of eligible customers, not just to the
number that actually elect to take service. According to Rock Island, this distinction is clearly
expressed in cases cited by Staff.® Additionally, Rock Island states that the lowa RCO decision
dispels any notion that an entity cannot be a public utility if it only provides service to a small,
finite number of customers. In that case, the court affirmed the Commission’s decision that an
interstate pipeline that would transport crude oil from Illinois to a limited number of refinery
customers in Minnesota (one of which was an affiliate of the pipeline company) was a “public
utility” as defined in the PUA. 86 Ill. App. 3d 1116 (4th Dist. 1980). Rock Island RB at 49.

Rock Island responded to Staff’s concern as to whether Rock Island can expand the size
or capacity of the Project if its transmission service is over-subscribed. Staff noted that the
FERC’s order granting Rock Island’s request for negotiated rate authority observed that Rock
Island stated it would be unable to resize the Project if its customer solicitation process reveals

13 Rock Island cites State Pub. Utils. Comm’n v. Bethany Mut. Tel. Ass’n, 270 Ill. 183, 185, 110 N.E. 334,
335 (1915), and Palmyra Tel. Co. v. Modesto Tel. Co., 336 Ill. 158, 164-65, 167 N.E. 860, 863 (1929).
Rock Island states that each case noted that what is relevant is the offering of the service to the public
“however few the number who avail themselves of it,” and Palmyra stated that “the public character of
the utility is not determined by the number resorting to its service or willing to accept it.” Id. at 165.
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market interest in excess of the planned transmission capacity. Staff also noted that the FERC’s
Final Policy Statement on the allocation of capacity on new merchant transmission projects,
which was issued after the FERC’s order granting Rock Island negotiated rate authority,
specifies that “all merchant transmission developers and non-incumbent cost-based, participant-
funded transmission projects become public utilities at the time their projects are energized” and
therefore are subject to “the obligation to expand their transmission systems, if necessary, to
provide transmission service.”™ Staff stated that in this docket, Rock Island has not provided
any evidence that it would be able to increase the capacity of the Project if the Project becomes
oversubscribed. Staff 1B at 13-15.

In response, Rock Island points out that Staff did not raise the issue described in the
preceding paragraph in any testimony in this proceeding. Therefore, in stating that Rock Island
has not provided any evidence that it would be able to increase the capacity of the Project if the
Project becomes oversubscribed, Staff is criticizing Rock Island for not responding to an issue
that Staff never raised in the evidentiary phase of this case. Rock Island states that its response
to Staff’s issue is as follows: Rock Island’s statement, in its FERC negotiated rate application,
that it would be unable to resize the capacity of the Project if market interest exceeds capacity of
the Project without undue delay, is a simple fact of the line as currently proposed. As an
example, if the Project’s size and structure footprint were to be fundamentally altered, the relief
requested in the Petition would be inadequate, and Rock Island would need to seek a further
approval from this Commission. Rock Island explains that if the line were oversubscribed, it
would first construct the Project as designed (the subject of the requested approvals in the instant
proceeding) and then seek subsequent authorizations to expand the Project. According to Rock
Island, that necessary sequence is the substance of Rock Island’s position in its FERC negotiated
rate authority application. Rock Island RB at 50. Rock Island states, however, that it does not
object to the obligation to expand its facilities or service offering to meet an increased demand
for its transmission service after the Project, as now proposed, is completed. Rock Island states
that, in fact, it has that obligation based on the provisions of the FERC’s pro forma OATT. Id. at
51. According to Rock Island, an obligation to expand a transmission provider’s service offering
in response to increased demand is embodied in 815.4 of the FERC’s pro forma OATT:

Obligation to Provide Transmission Service that Requires Expansion or
Modification of the Transmission System. If the Transmission Provider
determines that it cannot accommodate a Completed Application for Firm Point-
to-Point Transmission Service Because of insufficient capability on its
Transmission System, the Transmission Provider will use due diligence to expand
or modify its Transmission System to provide the requested Firm Transmission
Service, provided the Transmission Customer agrees to compensate the
Transmission Provider for such costs pursuant to the terms of Section 27. The
Transmission Provider will conform to Good Utility Practice and its planning
obligations in Attachment K, in determining the need for new facilities and in the
design and construction of such facilities. The obligation applies only to those

14 Staff cited Allocation of Capacity on New Merchant Transmission Projects and New Cost-Based,
Participant-Funded Transmission Projects, Priority Rights to New Participant-Funded Transmission, 142
FERC 161,038 (2013).
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facilities that the Transmissions Provider has the right to expand or modify.*

According to Rock Island, while a transmission provider can proposed deviations in its tariff
from the pro forma OATT, these must be approved by the FERC. Based on the FERC’s
pronouncements in the Final Policy Statement cited by Staff, Rock Island believes the FERC
would not approve a tariff provision that deviated from 815.4, and therefore the obligation to
expand applies to Rock Island. Rock Island RB at 51.

Rock Island points out that it would be completely unacceptable to the parties for Rock
Island to propose in the context of this case that it be allowed to increase the size or capacity of
the Project as conditions warrant. Rock Island states that it is requesting a CPCN to construct an
approximately +600 kV, 3,500 MW capacity transmission line, using specified types of
transmission structures, with a requested easement ROW width of 200 feet in the DC Section
(wider in several specified locations) and 270 feet in the AC Section, over a specific proposed
route, to terminate at a connection into ComEd’s Collins Substation in Grundy County. Rock
Island states that the parties would have undoubtedly objected if Rock Island, instead, were
requesting authority to construct a transmission line of unspecified size, capacity, voltage, and
number of lines and conductors, with the final size, capacity, voltage, and number of lines to be
determined based on the subscription for the Project. Rock Island RB at 51-52. However,
according to Rock Island, the fact that it would be infeasible for Rock Island to request, in the
context of this proceeding, open-ended authority to increase the size and the capacity of the
Project as conditions warrant, does not mean that Rock Island is unwilling or unable to increase
the transmission capacity it is offering in the future. To the contrary, the FERC pro forma OATT
creates that obligation. Rock Island states that an increase in capacity could be implemented
through various means, such as construction of a separate project, installation of additional
facilities within the existing or an expanded ROW, or an engineering solution that increases the
capacity of the Project using the existing facilities, some or all of which approaches would
necessitate a separate, future filing with and proceeding before the Commission in which Rock
Island would present and the Commission would evaluate the need for and costs and benefits of
the proposed expansion. Id. at 52.

Rock Island also points out that the cases cited by Staff indicate that an obligation to
expand the capacity of the applicant’s equipment and facilities to accommodate increased
demand is not necessarily a requirement for public utility status, and that the utility’s obligation
to offer service may be limited by the capacity of its facilities and equipment. Rock Island RB at
52. For example, states Rock Island, in Illinois Highway Transportation Co. v. Hantel, 323 Ill.
App. 364, 55 N.E. 2d 210 (3d Dist. 1944), the Court stated: “A common carrier of passengers
has been defined as one who undertakes to carry all persons indifferently who may apply for
patronage so long as there is room . . . [T]hey serve all the public alike who apply to them for
carriage, so long as they have room . . . carrying all who apply and refusing none unless they
have no room or for some other legal reason may refuse.” (ld. at 376 (emphasis added).)

> Preventing Undue Discrimination and Preference in Transmission Service, Order No. 890, FERC

Stats. & Regs. { 31,241, at Appendix C, Section 15.4, order on reh’g, Order No. 890-A, FERC Stats &
Regs. 1 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 1 61,228 (2009), clarified, Order No. 890-D, 129 FERC { 61,126 (2009).
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Similarly, in State Public Utilities Commission ex rel. Macon County Telephone Co. v. Bethany
Mutual Telephone Ass’n, 270 I1l. 183, 110 N.E.334 (1915), the Court stated, “The words ‘public
use’ mean of or belonging to the people at large, open to all the people to the extent that its
capacity may admit of the public use.” 270 Ill. at 185 (emphasis added). Rock Island RB at 53.

Rock Island responded to Staff’s concern that Rock Island is not requesting eminent
domain authority in this case, but could be granted a status that would entitle it to seek eminent
domain authority. Staff IB at 15-16. Rock Island emphasized that it is seeking to obtain the
necessary easements for the Project through voluntary negotiations and agreements with
landowners to the maximum extent possible. Rock Island IB at 8-9, 138-39; Rock Island RB at
53. Rock Island argued, however, that there is not a distinction in the law between public
utilities that are able to obtain eminent domain authority and public utilities that are not. Rock
Island states that under 88-503, an order can be granted if the Commission finds the proposed
project will promote the development of an effectively competitive electricity market, or will
promote the security and convenience of the applicant’s employees or the public, or in any other
way secure adequate services and facilities. Rock Island RB at 53.

Rock Island also responded to Staff’s statement that the Project is being built to serve
only “targeted out-of-state customers through private contracts.” Staff IB at 16. Rock Island
reiterated that (1) transmission service on the Project will be offered to purchasing entities in
Illinois; (2) Rock Island will enter into transmission service contracts with customers, on a non-
discriminatory basis that does not give undue preference to any customer, pursuant to Rock
Island’s open access transmission tariff in compliance with FERC requirements; (3) all eligible
customers will be offered the opportunity to contract for transmission capacity and service on the
Project; (4) customers will be able to obtain non-firm service on the Project as available and to
obtain transmission service on the Project from holders of contracted capacity, through the
secondary market that Rock Island will establish; and (5) the Project will deliver all of its
electricity into Illinois for use and consumption by the public. Rock Island RB at 53-54.

Rock Island states, in summary, that the record establishes that it will be a “public utility”
as defined in the PUA and the case law and that it will own, control, operate and maintain, in
Illinois, plant, equipment and property for public use in the transmission of electricity. Rock
Island states that it should be granted a CPCN as a transmission public utility to carry out its
public utility business using the transmission facilities for which a CPCN is granted pursuant to
8§8-406(b). Rock Island RB at 54.

B. IAA’s Position

C. ILA’s Position

D. ComEd’s Position

E. IBEW’s Position

F. Staff’s Position
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G. Commission’s Conclusion

Based on its review of the record and the parties’ arguments relating to this issue, the
Commission concludes that the public convenience and necessity require the transaction of a
transmission utility business by Rock Island as described in the record of this case and that Rock
Island should be issued a CPCN under §8-406 as a transmission public utility to conduct a
transmission public utility business with the Rock Island transmission line. The Commission
notes that this conclusion is reached in conjunction with the Commission’s decision, as discussed
in detail later in this Order, that a CPCN should be granted to Rock Island under 88-406(b) to
construct, operate and maintain the Rock Island Project. The evidence that supports the
conclusion that the public convenience and necessity require granting a CPCN to construct the
Project, as discussed in 81V.A of this Order, also supports the conclusion that public convenience
and necessity require granting Rock Island a CPCN as a transmission public utility. The
Commission would not necessarily grant a CPCN to Rock Island as a public utility on a
standalone basis in the absence of granting a CPCN for a specific transmission project.

The parties principal objections to or concerns with granting Rock Island a CPCN as a
public utility appear to relate to whether Rock Island’s proposed operations and service with the
Rock Island Project, as described in the record, bring Rock Island within the definition of “public
utility” as set forth in §3-105 of the PUA. That definition states, in pertinent part:

Public utility means and includes, except where otherwise expressly provided in
this section, every corporation, company, limited liability company . . .that owns,
controls, operates or manages, within this State, directly or indirectly, for public
use, any plant, equipment or property used or to be used for or in connection with,
or owns or controls any franchise, license, permit or right to engage in: (1) the
production, storage, transmission, sale, delivery or furnishing of . . . electricity . . .

Clearly, Rock Island will own, control, operate and manage, within this State, plant, equipment
and property that will be used for and in connection with the transmission of electricity. The
parties question whether Rock Island will own, control, operate and manage its plant, equipment
and property “for public use.” For several reasons, the Commission concludes, based on the
record, that Rock Island will own, control, operate and manage its plant, equipment and property
“for public use.” First, Rock Island is affirmatively seeking public utility status and is
affirmatively stating that it will be holding out the Rock Island Project for public use. The
Commission notes that in many previous cases in which an entity was found not to be a “public
utility” under the statute, the entity was expressly disclaiming any intent to be a public utility or
to hold out its facilities and service to the public. Second, Rock Island will be offering and
providing open access transmission service on a non-discriminatory basis to a broadly-defined
group of “eligible customers” as defined in its open access transmission tariff (“OATT”). The
“eligible customers” will include both wholesale-level and retail-level purchasers of transmission
service in Illinois. To be clear, these eligible customers would be actual purchasers of
transmission service from Rock Island, not just entities in Illinois that consume electricity that is
delivered into Illinois by the Project. The Commission notes that what is important is that Rock
Island will be holding out and offering its service to these eligible customers, and not necessarily
how many, if any, such customers actually elect to take transmission service from Rock Island.
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Third, the Rock Island Project is projected to deliver some 15,000,000 MWhs of electricity into
Illinois on an annual basis, which is enough electricity to meet the electricity needs of some
1,400,000 homes. Rock Island’s transmission facilities and service will therefore be used to
deliver into IHlinois electricity that will be available for use by a significant segment of the
public. As was the case in Docket 01-0142, where the Commission granted a CPCN to American
Transmission Company, LLC Rock Island will be using its plant, property and equipment to
transmit electricity for the use of the public. The Commission notes that for the most part, Rock
Island’s transmission customers will be wholesale-level entities (generators, utilities, ARES or
other marketers) that are purchasing and using Rock Island’s transmission service to deliver into
Illinois electricity that is then resold to retail users. However, the Commission sees no functional
difference between the service that Rock Island will be providing and the service that ATCLLC
provides; both companies are using (or will use) their plant, equipment and property in Illinois to
deliver substantial quantities of electricity for the use of the public.

The Commission does not agree with the arguments that Rock Island must show that it
has actual Illinois transmission customers in order to be a “public utility.” First, the Commission
sees no basis for this argument in 83-105 of the PUA. Second, Rock Island has shown that the
eligible customers to which its transmission service will be offered will include wholesale-level
and retail-level customers in Illinois. It may prove to be the case that no such customers in
Illinois are actually taking the service at any particular point in time, but the controlling
consideration is that such customers are included in the eligible customers to whom Rock Island
is offering the service. Second, and more significant however, is the fact that, regardless of
whether any customers in Illinois are actually taking the service at any particular time, Rock
Island will be using its plant, equipment and property to deliver into Illinois significant amounts
of electricity for use by the public.

The Commission does not find the Mississippi River decision controlling in this case.
There are significant distinctions between the facts of that case and the facts of Rock Island’s
proposal that render Mississippi River not controlling. The Commission notes, among other
cases, that the lowa RCO Association case and the Commission’s order in Docket 06-0179
demonstrate that an applicant that will serve only a small number of customers can appropriately
be found to be a public utility. In Docket 06-0179, the Commission granted a CPCN to Ameren
Illinois Transmission Company even though its proposed transmission line would serve only a
single wholesale-level customer.

The Commission notes the discussion in Staff’s briefs concerning (i) the fact that Rock
Island will only have a finite number of customers, and (ii) whether Rock Island has an
obligation to expand its service offering if its transmission service is over-subscribed. With
respect to the first point, the Commission observes, as described by Rock Island, that Rock
Island is obligated to offer its service to a broad range of eligible customers, that it may not
discriminate in favor or against any eligible customer, and that there are numerous ways in which
an entity may be able to obtain transmission service on the Project and thereby become a
transmission customer of Rock Island. With respect to the second point, the Commission notes
Staff’s statement in its Initial Brief that this concern may be addressed if the FERC’s Final
Policy Statement is applicable to Rock Island. The discussion in Rock Island’s Reply Brief
demonstrates that the “obligation to expand” does apply to Rock Island by virtue of this
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obligation being a component of the pro forma OATT which Rock Island will adopt, and that the
FERC would not likely grant deviations from the pro forma OATT on this point (were Rock
Island to propose a deviation, which it does not intend to) because such a deviation would be
inconsistent with the Final Policy Statement. Further, the Commission does agree with Rock
Island that it would be unworkable for it to request an open-ended CPCN for a transmission line
of unspecified size and capacity. The Commission and interested parties need a concrete
proposal for a transmission line with specific parameters in order to determine whether a CPCN
should be granted.

The Commission does, however, believe it is important that at each stage (as described by
Mr. Berry) of entering into transmission service contracts, Rock Island offer to make its
transmission service available to all potential eligible customers at that stage (e.g.. the anchor
customer stage, the subsequent open season, etc.). Specifically, the Commission expects Rock
Island to broadly publicize its intention to sell transmission capacity at each step of the
contracting process. In order to enable the Commission to monitor Rock Island’s progress in
entering into transmission customer contracts, the quarterly reports that the Commission is
requiring Rock Island to file, as discussed in the overall conclusion in 81V.A.4 g of this Order,
should include a list of customers that entered into transmission contracts with Rock Island
during the quarter covered by the report, and a cumulative list of customers that have signed
transmission contracts.

IV.  PUBLIC UTILITIES ACT §8-406(b) - REQUEST FOR CERTIFICATE FOR THE
ROCK ISLAND PROJECT

A. Statutory Prerequisites for Public Convenience and Necessity

Rock Island’s Position

In its Initial Brief, Rock Island provided a summary of the reasons that it contends that
construction of the Rock Island Project will promote the public convenience and necessity and is
necessary thereto. Rock Island IB at 30-33.

1. There is a large demand for electricity supplied by renewable resources, and in
particular by wind generation, in Illinois and the PJM region, and that demand will continue to
grow over the next 15 years. The demand is driven by state laws and policies requiring or
encouraging the use of renewable resources; federal laws and policies limiting, or increasing the
costs of, the production of electricity from fossil-fueled generating plants, resulting in less use or
retirements of such plants; voluntary demand for clean energy from renewable sources; and the
potential for wind energy as a low-cost, competitive source of electricity. Rock Island IB at 30.

2. Due to improvements in technology and market competition, electricity from
wind has become one of the lowest cost sources of new generation. The cost of new wind
generation is lower than the cost of new generation from coal, nuclear energy, and other clean
energy sources, and is competitive with new natural gas-fueled generation. 1d. at 30.

3. The area in which the western terminus of the Project will be located is an area of

44



12-0560

some of the country’s richest and most energetic wind resources; wind generators in this region
can produce electricity at lower costs than regions, like Illinois, with less energetic wind
resources. The Project will enable significant amounts of wind generation capacity from this
region to access the Illinois electricity market. Id. at 30.

4. Integrating wind generation resources in the Resource Area with wind generation
facilities in Illinois, which the Project will make possible, will increase the reliability of wind
generation as a supply source to Illinois markets and reduce the costs of wind integration into the
Illinois supply portfolio. Diverse wind resources dampen the variability of wind generation,
provide a more stable supply of power, and facilitate the integration of more wind generation
capacity. Id. at 30.

5. The prospects for construction of wind generation facilities in the Resource Area
and surrounding areas are limited because there is a lack of adequate long-distance, inter-
regional transmission infrastructure to bring the electricity generated from these facilities to load
and population centers such as northeast Illinois. For wind generation facilities to be constructed
in the Resource Area to meet the demand for renewable resources in Illinois and other eastern
markets, additional long-distance transmission capacity between these areas needs to be
developed. The Project will provide this needed long-distance transmission capacity. Id. at 31.

6. There is a strong need to expand and strengthen the overall transmission grid
generally, to strengthen and expand the inter-regional transmission grid, and to support the
movement of electricity generated by renewable resources to areas of market demand
specifically. The Project will add significant transmission capacity and strengthen the
transmission grid between the Resource Area and Illinois. 1d. at 31.

7. Developers of wind generation facilities will not construct new wind farms in the
Resource Area without reasonable assurances and expectations that transmission infrastructure
will be in place on a timely basis to bring the output of the wind generation facilities to markets
like Illinois and PJM. The lead time for development and construction of wind generation plants
is shorter than the lead time for certification, siting, development and construction of a long-
distance transmission facility like the Project. Development of the Project is necessary for the
construction of new wind generation plants in the Resource Area. Id. at 31.

8. 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. The Project will be able to connect over 4,000 MW of wind
generation capacity in the wind-rich Resource Area and provide 3,500 MW of transmission
capacity to enable these resources to access markets in Illinois to meet the demand for electricity
from renewable resources and the demand for electricity generally. The Project will have the
capability to deliver approximately 15 million MWh of electricity per year from the Resource
Area to Illinois. By providing over 4,000 MW of generating capacity with access to the Illinois
electricity markets, the Rock Island Project will increase available capacity and energy in the
wholesale power markets and, ultimately, in the retail power markets in Illinois. Id. at 31.

9. Illinois law provides a preference for cost-effective wind resources located within
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Illinois or adjacent states (such as lowa) in the selection of resources to meet the statutory RPS
requirements. Illinois Power Agency Act, 20 ILCS 3855/1-75(c)(3). The Project will
significantly increase availability of such resources to the Illinois market. Rock Island IB at 31.

10. By delivering power generated by wind facilities at a lower marginal cost into
Illinois, the Project will decrease wholesale prices, which will increase competition in the
wholesale electricity markets and ultimately in the retail electricity markets. Lower wholesale
prices will in turn result in lower retail prices for ratepayers. The Project is also expected to put
downward pressure on the price of RECs in Illinois. Id. at 31.

11. Construction of the Project and the generation resources that will connect to it
will increase import transfer capability into Illinois, reduce loss of load expectation, and increase
the reliability of electric service in Illinois. Id. at 32.

12.  The Project will be built and will be operated using HVYDC technology, which is a
more efficient and lower-cost option than AC facilities for transporting large amounts of
electricity over long distances, such as from the Resource Area to Illinois. Id. at 32.

13. The clean, wind-generated electricity that the Project will bring to Illinois will
displace substantial amounts of other generation and therefore result in substantial environmental
benefits for Illinois and the broader region. These environmental benefits will include significant
reductions in emissions of carbon dioxide, nitrogen oxide, sulfur dioxide and mercury, and a
substantial reduction in the quantities of water that would have been used by the displaced
generation. Id. at 32.

14.  Construction, operation and maintenance of the Project and the wind generation
facilities that will be connected to it will produce significant ancillary economic benefits to
Illinois, including hundreds of construction jobs; orders and revenue for manufacturers and
service companies providing materials, components and services for the construction and
operation of the transmission line and of the wind farms that will connect to it; payments to
landowners; and tax revenues for the State and for local governments. 1d. at 32.

15.  The Project will improve reliability and will help to meet the demand for
electricity from renewable resources, in a least-cost manner, by using the most efficient
transmission technology to provide Illinois and other electricity markets with access to some of
the best and most cost-effective wind resources in the U.S. Id. at 32.

Rock Island also emphasizes that the Project is a merchant transmission project and that,
unlike traditional rate-based cost-of-service utility projects, it will not impose costs on ratepayers
and its merchant business model will insulate the ratepaying public from any risks of cost
overruns or revenue shortfalls. Rock Island Ex. 10.13 at 11; Rock Island Ex. 10.14 Rev. at 28-
29, 35, 48; Rock Island Ex. 10.26 at 8, 10; Rock Island IB at 32. Rock Island also contends that,
as demonstrated by the analyses using Staff’s revenue requirements model, construction of the
Project and the wind generation that will be connected to it is a lower cost way to meet
consumers’ demand for electricity from renewable resources than building comparable amounts
of wind generation in Illinois or buying electricity from the existing wholesale electric market.
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Rock Island IB at 32.

Rock Island also contends that it is capable of efficiently managing and supervising
construction of the Project. According to Rock Island, it is selecting and contracting with
experienced construction and engineering firms and other contractors for design and
construction-related activities, it is developing a well-structured internal construction
management organization to oversee land acquisition, design and construction activities, and it
will retain an Owner’s Engineer to complement the project management experience and
expertise of its management. Rock Island states that by assembling a qualified construction
management team and contracting with experienced, qualified contractors, it is taking sufficient
action to ensure adequate and efficient construction and supervision thereof for the Project.
Rock Island IB at 33.

Further, Rock Island states that it is capable of financing construction of the Project
without significant adverse financial consequences for Rock Island or its customers. Rock Island
contends that it has a viable plan for raising the capital needed to fund the construction of the
Project, through a project financing approach that is frequently used to finance the construction
of large energy industry and other infrastructure projects. Rock Island IB at 33.

IAA’s Position

ILA’s Position

ComEd’s Position

IBEW'’s Position

WOW?’s Position

ELPC-NRDC'’s Position

BOMA Chicago’s Position

Staff’s Position

1. Necessary to Provide Adequate, Reliable, Efficient Service or Will
Promote Development of an Effectively Competitive Electricity
Market
a. Rock Island’s Position

i. Need for the Project and Promotion of an Effectively
Competitive Electricity Market

Rock Island states that it is developing the Project to connect Illinois and the PIJM grid to
the outstanding wind resources of northwest lowa and nearby areas in South Dakota, Nebraska
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and Minnesota. According to Rock Island, the transmission line will enable over 4,000 MW of
high capacity factor wind farms to be constructed in the Resource Area and will deliver their
output of low cost renewable energy to northeast Illinois. Without the Project, Rock Island
contends, these new wind generation plants will not be built, due to the limitations of the existing
transmission grid to bring their output to load and population centers. The Project will provide
access to renewable energy resources needed to meet Illinois” and other states’ RPS requirements
in a cost-effective manner. Rock Island states that the Project will increase the supply of zero
marginal cost renewable energy to Illinois and PIJM, which will increase generator competition
and exert downward pressure on wholesale energy prices and REC prices, and therefore
ultimately on retail electricity prices and RPS compliance costs. Rock Island Ex. 1.0 at 13, 25-
29; Rock Island Ex. 10.0 at 3-4; Rock Island Ex. 10.14 Rev. at 37-38; Rock Island Ex. 4.0
Revised at 31, 37-39; Rock Island IB at 34.

Rock Island states that, according to the U.S. Department of Energy’s National
Renewable Energy Laboratory (“NREL”), lowa, Nebraska and South Dakota have the potential
for over 1.8 million MW of wind generation capacity in areas with sufficient wind speeds to
support gross capacity factors greater than 40%, but as of June 30, 2012, there was less than
5,700 MW of installed wind generation capacity in these states. Rock Island Ex. 10.0 at 4-5;
Rock Island IB at 34-35. Based on available data, Rock Island estimates that within O’Brien
County, lowa, where the Project’s western converter station will be located, and the eight
surrounding counties, there is at least 45,000 MW of high quality wind generation potential, i.e.,
in areas with wind speeds that could produce net capacity factors of at least 40%. Rock Island
Ex. 10.0 at 4-6; Rock Island Ex. 10.2; Rock Island Ex. 10.14 Rev. at 41; Rock Island Ex. 10.26
at 29; Rock Island IB at 35. Rock Island explains that higher capacity factor wind generation
facilities result in lower-cost wind energy because the capital costs of the wind generation
facilities can be recovered over more MWhs of output. According to Rock Island, the higher
average wind speeds in the Resource Area allow the construction of higher capacity factor, lower
cost wind generation facilities than is possible in Illinois and other nearby states. Rock Island
Ex. 10.0 at 7-9; Rock Island Ex. 10.14 Rev. at 42-43; Rock Island IB at 35.

Rock Island states that it has identified and is in discussions with 18 different wind
generation developers that are in various stages of development activities in O’Brien County and
the surrounding region. According to Rock Island, public records show that these developers
control almost 100,000 acres of land in the area on which wind generation projects could be
built. Rock Island states that it has briefed these developers about its proposed transmission
Project and maintains contact with them concerning their development plans and progress. Rock
Island Ex. 10.0 at 11; Rock Island Ex. 10.14 Rev. at 41; Rock Island Ex. 10.19 Rev.; Rock Island
Ex. 10.26 at 31-32; Tr. 1031, 1117; Rock Island IB at 35-36.

Rock Island contends that, based on the data on wind generation development potential
and developer activity in the Resource Area, the amount of available wind resources is not a
constraining factor on the number of wind energy projects that can be built there; rather, the key
constraints are transmission infrastructure and access to markets. Rock Island contends that,
without transmission paths to load centers and buyers of renewable energy, additional wind
projects in the Resource Area will not be developed. Rock Island Ex. 10.0 at 6-7; Rock Island
Ex. 10.26 at 31-32; Rock Island IB at 36. According to Rock Island, currently, there is a lack of
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long-distance transmission capacity between the Resource Area and market areas such as
northern Illinois. Rock Island states that, as illustrated by a comparison of a map showing the
windiest areas in the U.S. (Rock Island Ex. 10.1) to a map of the existing high voltage
transmission grid in the U.S. (Rock Island Ex. 10.3), transmission capacity needed to bring
electricity produced by wind generation facilities in areas with the best wind resources, including
the Resource Area, to load and population centers in Illinois and other eastern states, is limited or
non-existent. Rock Island states that no transmission lines above 345 kV, and no DC lines of
any voltage, currently connect the Resource Area to northern Illinois. Rock Island Ex. 10.0 at 9-
10; Rock Island Ex. 1.0 at 23-24; Rock Island IB at 36.

Further, Rock Island explains, while it is theoretically possible to move power from the
Resource Area to northern Illinois using existing 345 kV lines, this would (i) entail substantially
higher electric losses as compared to HVDC transmission facilities, (ii) expose the shippers to
congestion costs on the AC system that result from transmission constraints, and (iii) require the
shipper to pay wheeling charges to both MISO and PJM. Additionally, there are currently very
limited opportunities to connect wind farms in the Resource Area to the existing grid. Rock
Island states that these additional costs and complexities make it unrealistic and uneconomic for
wind developers to move power from new wind facilities in the Resource Area to northern
Illinois using the existing transmission grid. Rock Island Ex. 10.0 at 10; Rock Island IB at 37.

Rock Island states that its witnesses Michael Skelly and David Berry, both of whom are
experienced wind generation developers, both testified that developers of wind generation
projects will not invest capital in the construction of additional wind generation facilities in areas
such as the Resource Area that have the nation’s best wind resources, without reasonable
assurances of adequate transmission capacity and infrastructure to deliver the output to load and
population centers such as the northern Illinois markets. Rock Island Ex. 1.0 at 24-25; Rock
Island Ex. 10.0 at 11; Rock Island IB at 37-38. Rock Island also notes that WOW witness
Michael Goggin provided extensive testimony on the significant wind generation development
potential in lowa, South Dakota, Nebraska and Minnesota, the lack of transmission capacity to
bring the output of wind farms that could be developed in that area to Illinois and other PIM
states, and the need for new transmission infrastructure like the Rock Island Project to connect
the Resource Area to Illinois to facilitate the development of high capacity factor wind
generation capacity in the Resource Area. WOW EXx. 1.0 at 2-12; Rock Island IB at 38.

Rock Island states that demand for electricity from renewable resources in Illinois and
PJM states will be high in the coming years for a number of reasons, including state RPS
requirements; a growing interest, above and beyond specific RPS mandates, in meeting demand
for electricity using renewable resources; the need to replace the energy generated by fossil-
fueled plants that will be retiring due to age, environmental requirements and economic issues;
and the fact that high-capacity factor wind energy has become cost competitive with other power
sources. Rock Island Ex. 10.0 at 14-15; Rock Island IB at 38. Rock Island states that Illinois’
statutory RPS requirement for ComEd and Ameren lllinois to supply their “eligible retail
customers” increases from 2% in 2008 to 25% by June 1, 2025. These RPS requirements also
apply to ARES with respect to the retail load they serve, although ARES are currently required
to meet 50%, and allowed to meet up to 100%, of their RPS obligations by making alternative
compliance payments to the Illinois Power Agency (“IPA”), which is to use the payments to
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procure RECs. Further, at least 75% of the renewable energy that the utilities use, and at least
60% of the renewable energy that ARES use to meet their respective RPS obligations must come
from wind generation. Rock Island Ex. 10.0 at 15-16; 20 ILCS 3855/1-75 (c)(3); 220 ILCS
5/16-115D; Rock Island IB at 38-39. Moreover, Rock Island explains, as allowed by Illinois law
(20 ILCS 3855/1-92), numerous municipalities have adopted municipal aggregation programs
whereby an ARES supplies electricity to customers in the municipality (other than those
customers who opt out of the program to remain with the utility or enter into separate contracts
with other ARES). According to Rock Island, a number of these municipalities have required
the ARES supplying their aggregation programs to obtain a significant portion of its electricity
supply from additional renewable resources beyond the RPS requirements, or to offer the retail
customers in the program an option to specify that a stated percentage of the electricity
purchased must come from renewable resources above the RPS requirements. Rock Island Ex.
10.0 at 16-17; Rock Island IB at 39.

According to Rock Island, beyond Illinois, 30 states and the District of Columbia have
established renewable energy standards, while another seven states have voluntary renewable
energy goals. Rock Island states that within the PJM footprint, eight states (in addition to
Illinois) plus the District of Columbia have enacted an RPS. Rock Island Ex. 10.0 at 17; Rock
Island IB at 39. Rock Island estimates that the demand for electricity from renewable resources
due to RPS requirements in Illinois and in states in the PJM footprint will be the following
amounts in 2015, 2020 and 2025 (Rock Island Ex. 10.0 at 18; Rock Island Ex. 10.5 at 2; Rock
Island IB at 39):

Year Illinois States in PIM footprint

2015 | 13.3 million MWh 82.7 million MWh
2020 | 24.3 million MWh 131.0 million MWh
2025 | 36.2 million MWh 165.0 million MWh

Rock Island states that PJM has separately estimated the RPS obligations of load serving entities
in the PJM service territory footprint in 2025 to be 131.5 million MWh. Rock Island Ex. 10.0 at
18-19; Rock Island IB at 39-40. In contrast, Rock Island states, total renewable energy
generation in 2011 was about 7.0 million MWh in Illinois and about 27.8 million MWh in the
PJM states. Rock Island Ex. 10.0 at 19; Rock Island IB at 40. Thus, Rock Island contends, there
is a significant need for additional renewable generation resources to be added between now and
2015 to meet RPS requirements in Illinois and the other PJM states. Rock Island states that
development of additional wind generation resources, particularly high-capacity factor wind
generation in areas with high wind speeds such as the Resource Area, is necessary both to meet
the RPS requirements in an absolute sense, and to maintain the prices of electricity from
renewable resources and of RECs at reasonable levels in the face of the increasing demand.
Rock Island Ex. 10.0 at 19-20; Rock Island IB at 40.

Rock Island states that several states, RPS obligations can be met by purchasing RECs
generated in the subject state or in other states. As a result, REC prices will move up and down
across an entire region, not just within a single state, in response to relative changes in supply
and demand; there is a substantial correlation in REC prices between states. Thus, Rock Island
states, lllinois has a significant interest in there being adequate renewable resources to meet both
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Illinois” RPS requirements and those of other states. Rock Island Ex. 10.0 at 17-21; Rock Island
Ex. 10.14 Rev. at 47; WOW Ex. 1.0 at 19-22; WOW Ex. 2.0 at 2-4; Rock Island IB at 40.

Rock Island states that, in addition to the increasing demand for electricity from
renewable resources driven by RPS requirements, the demand for electricity from renewable
resources will be driven by ongoing retirements in the existing U.S. generation fleet due to age
and environmental requirements. The U.S. DOE Energy Information Administration projected
50,000 MW of coal plant requirements by 2035 under a “business as usual” scenario and 70,000
MW of retirements by 2035 if there is greenhouse gas regulation. Several retirements of coal-
fired plants in Illinois and other Midwest states have recently been announced. Rock Island Ex.
2.11 Rev. at 15-16; Rock Island Ex. 10.14 Rev. at 44; Rock Island IB at 41. Rock Island states
that the environmental factors impacting coal-fueled generation will also make construction of
new or replacement coal-fueled generation extremely unlikely. Rock Island states that as coal
plants are retired, they will need to be replaced by other, cleaner sources of generation, including
low cost wind energy, in order to keep prices from increasing and to maintain a secure electric
supply. Further, Rock Island states, the difficulty in constructing new coal plants will require
suppliers to turn to other sources of generation such as wind energy to replace retired generation
and meet load growth. Rock Island Ex. 10.0 at 22-24; Rock Island IB at 40-41.

Rock Island states that new wind generation facilities, particularly new wind generation
facilities in the Resource Area, are a cost effective resource to meet the growth in demand for
electricity from renewable resources. Rock Island states that power purchase agreements for
wind generation in the windiest parts of the country are now routinely signed at prices in or
below the $30 per MWh range. Rock Island states that this price level compares favorably to the
DOE’s estimate of the cost of electricity from a new combined cycle gas plant of $66 per MWh,
from a new conventional coal plant of $95 per MWh, and to NREL’s estimate of the cost of new
utility-scale photovoltaic solar projects at $90-$150 per MW. Rock Island explains that the cost
advantage for wind generation is due to a decline in wind generation installation costs since
2008, and improvements in wind generation technology, including taller towers, longer turbine
blades, advanced materials, and more sophisticated controls, which have increased wind turbine
capacity factors (and therefore energy output) by up to 30% at a given wind speed. Rock Island
Ex. 10.0 at 24-25; WOW Ex. 1.0 at 12-18; Rock Island IB at 41. Rock Island states that higher
wind turbine capacity factors reduce the cost per MWh of electricity produced by wind
generators. Rock Island states that the higher wind speeds and resulting higher wind turbine
capacity factors in the Resource Area as compared to Illinois and other Great Lakes states,
enable new wind generation facilities in the Resource Area to produce electricity at a lower cost
per MWh. Rock Island Ex. 10.0 at 7-8; Rock Island IB at 41-42.

Rock Island states that its witness Gary Moland conducted and presented analyses to
measure the impacts of the operation of the Rock Island Project and the generation that will use
the Project to deliver electricity to northern Illinois. Using the PROMOD production cost
analysis model, which is a widely-accepted modeling tool in the electric utility industry, Mr.
Moland estimated (i) wholesale electricity prices (also known as locational marginal prices or
“LMPs”) and demand cost to serve load in Illinois, (ii) variable production costs to serve load in
the eastern U.S., and (iii) the amounts of various types of emissions, in the years 2016 and 2020,
both with and without the Rock Island Project in operation, under four different future economic
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and regulatory scenarios. Rock Island explains that LMPs, which are calculated by PJIM and
MISO, represent the incremental cost of energy at a specific electrical bus or collection of busses
on the transmission grid at a given point in time, and are used to determine the cost to buy and
sell energy on the market. LMPs include (i) the cost of the next increment of energy needed to
meet system-wide demand, (ii) the cost of transmission congestion impacts on a specific bus
location, and (iii) the cost of electrical losses associated with a specific bus location. Rock Island
also explained that “demand cost” is the hourly electrical demand at each bus multiplied by the
hourly LMP at that bus summed over all buses for all hours, and represents the total cost to
purchase energy to supply total annual demand in Illinois under RTO settlement rules. Finally,
variable production cost is the total variable cost of generation to meet annual electricity demand
including fuel, emissions, variable operation and maintenance, and unit start-up costs. Rock
Island Ex. 3.0 at 5, 9; Rock Island IB at 42, footnote 41.  The four future economic scenarios
used by Mr. Moland for his analyses were referred to as “Business as Usual,” “Slow Growth,”
“Robust Economy,” and “Green Economy;” the characteristics of each scenario were described
in Rock Island Ex. 3.0 at 6-7, Rock Island Ex. 3.2, and Rock Island IB at 43. Rock Island
explains that, by comparing the scenario without the Project to a scenario with the Project and
keeping all other model assumptions the same, Mr. Moland was able to determine the Project’s
impact on LMPs, demand costs, variable production costs and emissions levels resulting from
construction and operation of the Project. Rock Island Ex. 3.0 at 3-5, 9; Rock Island IB at 43.

Rock Island states Mr. Moland’s analyses show that the Project (1) reduces total demand
costs in both the PIM lllinois region and the MISO Illinois region in both study years (2016 and
2020) under each of the four scenarios; (2) lowers LMPs in both the PJM Illinois region and the
MISO Illinois region in both study years under each of the four scenarios; and (3) reduces total
variable production costs in the eastern U.S. in both study years under each of the four scenarios.
Rock Island Ex. 3.0 at 10-11; Rock Island IB at 43-44. Specifically, the analyses show that: (1)
The Project reduces demand costs in Illinois, (the total cost to purchase energy to supply total
annual electric demand in Illinois) by $249 million (Slow Growth scenario) to $493 million
(Green Economy scenario) in 2016; the reduction is $320 million in the Business as Usual
scenario. Rock Island Ex. 3.3 at 1; Rock Island IB at 44; (2) The Project reduces demand costs
in Illinois by $93 million (Green Economy scenario) to $289 million (Robust Economy scenario)
in 2020; the reduction is $242 million in the Business as Usual scenario. Rock Island Ex. 3.3 at
1; Rock Island IB at 44. (3) The Project reduces the average LMPs in both the PJM Illinois
region and the MISO Illinois region in both 2016 and 2020 under all four scenarios. Rock Island
Ex. 3.3 at 2; Rock Island IB at 44. (4) The Project reduces variable production costs in the
eastern U.S. by $389 million (Slow Growth scenario) to $1,098 million (Green Economy
scenario) in 2016; the reduction is $490 million under the Business as Usual scenario. Rock
Island Ex. 3.3 at 3; Rock Island IB at 44. (5) The Project reduces variable production costs in the
eastern U.S. by $423 million (Slow Growth scenario) to $1,060 million (Green Economy
scenario) in 2020; the reduction is $616 million under the Business as Usual scenario. Rock
Island Ex. 3.3 at 3; Rock Island IB at 44.

Rock Island states that the demand cost savings resulting from operation of the Project
include significant savings to customers due to reduced transmission congestion COSts.
Congestion costs represent the difference in marginal electricity prices between different nodes
on the transmission system (Rock Island Ex. 3.5 at 2; Rock Island IB at 44); they are the portion
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of LMPs attributable to overall transmission constraints. Rock Island states that the demand cost
savings in Illinois for 2016 include savings from reduced congestion ranging from $158 million
(Slow Growth scenario) to $328 million (Robust Economy scenario). Rock Island Ex. 3.5 at 3;
Rock Island IB at 44. For 2020, the Project reduces congestion costs by $100 million in the
Slow Growth scenario, by $111 million in the Business as Usual scenario, and by $126 million in
the Robust Economy scenario. Rock Island Ex. 3.5 at 3; Rock Island IB at 44.

Rock Island states that the overall results of Mr. Moland’s analyses, that the introduction
of new renewable generation resources into the Illinois and PJM wholesale electricity markets
made possible by the Project will reduce the costs of electricity in the wholesale market used to
serve retail load in Illinois, are consistent with findings of the IPA. The IPA reported in its 2011
report on the costs and benefits of renewable resource procurement in Illinois that renewable
generation lowered the total load payment for generation in Illinois for 2011 by $176 million.
Rock Island Ex. 4.0 Rev. at 6; Rock Island Ex. 7.25 at 10-11; Rock Island IB at 45.

Rock Island states that Dr. Karl McDermott used Mr. Moland’s results and other
information to evaluate whether construction and operation of the Project will promote the
development of an effectively competitive electricity market that operates efficiently and is
equitable to all customers. Dr. McDermott testified that if a transmission project is promoting
competition in the PJIM market, there should be downward pressure on prices, which will be
manifested as lower average wholesale electricity prices, in Illinois. Rock Island Ex. 4.0 Rev. at
7; Rock Island IB at 45. Dr. McDermott concluded that the Project will allow lower cost
generation to enter the Illinois market, which will create competitive downward pressure on
prices in the wholesale electricity market. He testified that the additional transmission capacity
provided by the Project will promote an effectively competitive electricity market by increasing
the size of the supply side of the market competing to serve load in Illinois and by opening the
Illinois market to lower cost generation resources. Dr. McDermott further noted that the
projected downward pressure on electricity prices is a strong indication of a market operating
efficiently, and it is expected to benefit customers directly through lower prices for electricity.
Additionally, the quantity of capacity competing to serve load in Illinois will increase as a result
of the Project. Further, Dr. McDermott testified that the high value renewable resources which
the Project will enable to access the Illinois market should have the effect of providing
competitive pressures on prices in markets for RECs as well as for renewable energy. Rock
Island Ex. 4.0 Rev. at 2-4; Rock Island IB at 45-46.

Dr. McDermott explained that for ComEd and Ameren retail customers who buy power
through the real-time or close to real-time wholesale markets, any reduction in wholesale
electricity prices will provide a direct and immediate benefit to these customers. For those
customers that buy electricity from ComEd or Ameren through the IPA-administered
procurement process, the benefits to retail customers will manifest through the daily balancing
process the utilities undertake, and will subsequently reduce the purchased energy adjustment in
the long term as contracts of more recent vintage are added to the supply portfolio. Similarly, for
other customers who buy electricity under contracts (e.g., with ARES), the benefits will manifest
as new contracts are added to the portfolio. Rock Island Ex. 4.0 Rev. at 8; Rock Island IB at 46.

Rock Island states that, using Mr. Moland’s results, Dr. McDermott calculated the net
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present value (“NPV”) of the reduction in demand costs in Illinois resulting from construction
and operation of the Project and the associated wind generation over the 2016-2020 period under
each of the four scenarios. Dr. McDermott he found that the NPV reduction in the costs to serve
load in Illinois over this period range from $667 million to $1,221 million (in 2013 dollars),
depending on the scenario analyzed. Rock Island Ex. 4.0 Rev. at 20-24; Rock Island IB at 46.
Based on the structure of the Illinois electricity market, he assumed that all the reductions in
costs resulting from the Project would be passed through to retail customers and reflected in the
cost to load. Rock Island Ex. 4.0 Rev. at 8-12, 20; Rock Island IB at 46. Dr. McDermott
explained that, under commonly-used financial analysis practices, if the NPV of costs is lower in
the scenario with a proposed project than in the scenario without the project, the project is
beneficial. Rock Island Ex. 4.0 Rev. at 21; Rock Island IB at 46-47. He testified that expressed
on a percentage basis, the reduction in total cost to serve load in Illinois with the Rock Island
Project ranges from 2.4% (Green Economy scenario) to 5.2% (Slow Growth scenario). Further,
there are NPV cost reductions in both the PJIM and MISO regions of Illinois under all four
scenarios. Rock Island Ex. 4.0 Rev. at 24-26; Rock Island IB at 47. Additionally, Dr.
McDermott calculated the NPV reductions in cost to load for alternative periods ending in 2018
and 2021, and found that the smallest NPV benefits under any of the scenarios for any period
analyzed exceeded $300 million; therefore, the choice of the analysis period did not change the
overall conclusions of his analysis. Rock Island Ex. 4.0 Rev. at 30; Rock Island IB at 47.

Rock Island states that Dr. McDermott also analyzed the potential benefits of the Rock
Island Project on the market for RECs in Illinois. He noted factors that indicate the Project is
capable of exerting downward pressure on REC prices in Illinois; for example, the differential
wind speeds between Illinois and the Resource Area strongly suggest that wind generation
served by the Project will have higher capacity factors, and therefore lower per MWh costs, than
similar wind resources sited in Illinois. Rock Island Ex. 4.0 Rev. at 31; Rock Island IB at 47. To
the extent that RECs produced by the wind generation connected to the Project enter the Illinois
energy portfolio, either through the IPA procurement process or non-IPA purchases, there will be
competitive pressures on REC prices that will benefit Illinois consumers. Rock Island Ex. 4.0
Rev. at 6; Rock Island IB at 47. Further, Rock Island explains, the REC market is not limited to
Illinois but is more regional in nature (potentially covering the entire Eastern Interconnection —
the entire AC transmission system east of the Rocky Mountains), due to the ability to use RECs
produced by generators in one state to meet compliance obligations in another state. Rock Island
Ex. 4.0 Rev. at 14-16; Rock Island IB at 47. The REC market in the Eastern Interconnection is
larger than in Illinois, and by providing access to tradable (i.e. standalone) RECs and bundled
(i.e. with the associated energy) RECs, the Project should have a positive effect on the entire
regional REC market. Rock Island Ex. 4.0 Rev. at 6; Rock Island IB at 47. Thus, Rock Island
contends, the high value renewable resources that the Project will enable to access the Illinois
market should exert competitive pressure on prices in the markets for both renewable energy and
RECs. Rock Island Ex. 4.0 Rev. at 3-4; Rock Island IB at 47-48.

Rock Island states that Dr. McDermott concluded that the Project is clearly beneficial to
Illinois consumers in terms of lowering the cost to serve electric load in Illinois, and is capable of
exerting downward pressure on REC prices. Therefore, he concluded, the Project promotes the
development of an effectively competitive electricity market promoting efficient operations.
Further, he testified that to the extent that the benefits flow through to customers’ bills either
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from direct market-based purchases or from purchases through a competitive process (such as
the IPA procurements), these efficiencies should flow to all customers in an equitable fashion.
Rock Island Ex. 4.0 Rev. at 31-32; Rock Island IB at 48.

Rock Island states that as a further analysis, Dr. McDermott analyzed the impact of the
Project on the amount of generation capacity competing to serve the Illinois wholesale electricity
market. He observed that, based on the year and the future scenario considered, the quantity of
capacity competing to serve load in Illinois will increase as a result of the Project by up to 2.9%
of total economic capacity. Rock Island Ex. 4.0 Rev. at 34-35; Rock Island IB at 48. Rock
Island states that “total economic capacity” is defined as the generation supply that can be
delivered into a destination market at a delivered cost less than 105% of the price in the
destination market, and can therefore compete to supply load in the destination market, and
whose ability to do so contributes to competition in the destination market. This construct and
definition are used in the Delivered Price Test in the FERC’s Merger Policy Statement, which is
a recognized standard for measuring the relevant size of the electricity markets for competitive
analysis. Rock Island Ex. 4.0 Rev. at 17-18; Rock Island IB at 48. Dr. McDermott found that,
overall, the Rock Island Project is highly likely to increase the economic capacity that is able to
supply the Illinois market. Rock Island Ex. 4.0 Rev. at 35; Rock Island IB at 48.

Additionally, Rock Island states, as part of the economic capacity analysis, Dr.
McDermott analyzed how the size of the REC markets (i.e., the amounts of capacity to produce
RECs (“REC capacity”) and volume of RECs produced (“REC energy”)) would be impacted by
the Project. Using the two study years 2016 and 2020, he found that: (1) in 2016, the Project
would provide for an increase of 18% to 28% of REC capacity and an increase of 18% to 30% of
REC energy in lllinois and adjoining states; (2) in 2016, the Project would provide for an
increase of 5% to 9% of REC capacity and an increase of 5% to 8% of REC energy in the
Eastern Interconnection; (3) in 2020, the Project would provide for an increase of 10% to 27% of
REC capacity and an increase of 10% to 28% of REC energy in Illinois and adjoining states; and
(4) in 2020, the Project would provide for an increase of 3% to 7% of REC capacity and an
increase of 3% to 6% of REC energy in the Eastern Interconnection. Rock Island Ex. 4.0 Rev. at
36-39; Rock Island IB at 49.

Rock Island states that, based on all of his analyses, Dr. McDermott concluded that the
Rock Island Project satisfies the criterion set forth in 88-406(b) that it *“will promote the
development of an effectively competitive electricity market that operates efficiently [and] is
equitable to all customers” and satisfies the provision of 88-503 that the Project will “promote
the development of an effectively competitive electricity market.” Rock Island Ex. 4.0 Rev. at 4;
Rock Island IB at 49.

Rock Island contends that the assumption used in its economic analyses, that all of the
generation connecting to the Project in the Resource Area will be wind generation, is reasonable,
plausible and supported by the evidence. Rock Island notes that the FERC, in its order granting
Rock Island negotiated rate authority for the Rock Island Project, directed that Rock Island (1)
cannot limit transmission service on the Project to electricity delivered from any specific source,
and (2) cannot give preference to any particular type(s) of resources over other resources that
seek to contract for capacity; therefore, Rock Island must offer all eligible customers, on a non-
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discriminatory basis, the opportunity to purchase transmission service on the Project. Rock
Island Ex. 10.13 at 6; Rock Island IB at 49. Nonetheless, Rock Island contends that the record
demonstrates that its expectation that all of the generators connecting to the Project in the
Resource Area will be wind generation facilities is reasonable. Rock Island states that this
expectation is supported by the plentiful wind resource in the Resource Area; the cost advantage
of wind generation in the Resource Area versus northern and central Illinois; the lack of such a
cost advantage for any other generation besides wind in the Resource Area; the high level of
activity of wind generation developers, and the low level of activity of developers of other types
of plants, in the Resource Area; and prior analyses by RTOs which have made reasoned and
defensible assumptions about the location of new wind generation in analyzing the benefits of
proposed new transmission projects. Rock Island Ex. 10.14 Rev. at 39-40; Rock Island IB at 50.

Rock Island states that at least 18 wind generation developers are already active in the
Resource Area. Rock Island Ex. 10.14 Rev. at 41; Rock Island Ex. 10.19 Rev.; Tr. 1031; Rock
Island IB at 50. Rock Island states that, in contrast, although it has researched for potential
development of new thermal generation in the Resource Area, it has found no evidence of any
thermal generation under active development, with the exception of one existing coal plant
which may be converted to natural gas. Rock Island Ex. 10.14 Rev. at 42; Rock Island IB at 50.
Rock Island states that during 2013, MidAmerican Energy announced the retirement of five coal
plants in lowa, and Interstate Power & Light announced the retirement of several coal units in
lowa. Rock Island Ex. 10.14 Rev. at 44. Further, no new nuclear plant construction is planned
for the Resource Area. Id. Nor is Rock Island aware of any plans by owners of existing thermal
generation in the Resource Area to connect to the Project for purposes of exporting their power
to northern Illinois and/or PJM. 1d. at 42, 43; Rock Island IB at 50-51. Rock Island states that
the parties who took issue with its assumption that all the generation connecting to the Project
would be wind generation provided no evidence that any other kind of power plant is under
development in the Resource Area or would be likely to connect to or subscribe for transmission
service on the Rock Island Project. Rock Island Ex. 10.14 Rev. at 42; Rock Island IB at 51.

Further, Rock Island contends that no generation type other than wind generation obtains
a geographic advantage by locating in the Resource Area, rather than in northern Illinois. Rock
Island Ex. 10.14 Rev. at 43-44. Rock Island states that new wind generation facilities located in
the Resource Area have a geographic advantage compared to locating in northern Illinois,
whereas new thermal (natural gas) generation facilities have no such advantage. Rock Island
explains that wind speeds are higher in the Resource Area than in Illinois and other locations to
the east, resulting in higher capacity factors and lower costs to generate wind energy in the
Resource Area. Rock Island also states that the cost to construct wind farms is lower in the
Resource Area, and larger wind farms are possible, than in locations farther east, due to lower
population density and the higher prevalence of windy sites in the Resource Area, resulting in
economies of scale in construction and lower unit costs in the Resource Area. Additionally,
Rock Island states that the times and amounts of wind power production in the Resource Area
are statistically uncorrelated with the times and amounts of wind power production in northern
Illinois; this reduces the overall variability of wind power and increases the economic advantage
of locating wind generation in the Resource Area. Id. at 42-43; Rock Island IB at 51. Rock
Island states that in contrast, average natural gas prices have been higher in lowa than in Illinois,
making it more expensive to burn natural gas to generate electricity in northwest lowa than to do
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so in northern Illinois. Therefore, Rock Island contends, there is no economic reason for a
natural gas plant developer to build new gas-fueled generation in northwest lowa, subscribe for
transmission capacity on the Project, and deliver the output of the new gas-fueled generation to
northern Illinois, rather than locate the new gas plant in northern Illinois, much closer to the
target load. Rock Island also contends that construction of a large amount of new gas-fueled
generation in northwest lowa would require a major investment in natural gas pipeline
infrastructure in the area. Rock Island Ex. 10.14 Rev. at 43; Rock Island Ex. 10.20; Rock Island
IB at 51-52.

Rock Island states that it is common practice to make assumptions about the location of
new generation in studying the benefits of proposed transmission lines. Rock Island states that,
for example, in performing its cost-benefit studies for the MISO MVP lines, MISO made
assumptions about the locations of new wind generation based on where the lowest cost
generation could be sited, and did not include in its assumptions only wind generators with
signed contracts or interconnection agreements. MISO used similar third-party data sources to
those used by Rock Island to identify locations where wind generation is likely to be developed.
Rock Island Ex. 10.14 Rev. at 45-46; Rock Island IB at 52. According to Rock Island, other
transmission planning organizations, including the Southwest Power Pool, California
Independent System Operator, and Electric Reliability Council of Texas, have performed similar
analyses to measure the benefits of proposed transmission lines, using (as has Rock Island)
reasoned, defensible assumptions about the location of new wind generation. Rock Island states
that all of these studies relied on wind resource analysis and wind developer activity, as has Rock
Island. Rock Island Ex. 10.14 Rev. at 46; Rock Island Ex. 10.23; Rock Island IB at 52.

However, to address the contentions of other parties that a significant portion of the
generation connecting to the Project could be generation sources other than wind, Rock Island
performed an alternative economic benefits analysis assuming that 50% of the generation
connected to the Project is combined cycle gas generation. According to Rock Island, this
alternative analysis showed that the Project would provide economic benefits for Illinois
consumers even if the connected generation mix were 50% natural gas and 50% wind generation.
Rock Island Ex. 10.14 Rev. at 45; Rock Island IB at 52-53. Specifically, under this assumption,
the Project reduces LMPs in both the PIM and MISO regions of Illinois in both 2016 and 2020;
reduces demand costs to serve load in Illinois by $259 million to $279 million in 2016 and by
$211 million to $223 million in 2020; and reduces variable production costs in the Eastern U.S.
by $274 million to $279 million in 2016 and by $281 million to $331 million in 2020. Rock
Island Ex. 3.5 at 1-2; Rock Island Ex. 3.6 at 1-3; Rock Island IB at 52.

Rock Island states that, in addition to the economic analyses of the Project performed by
Rock Island witness Mr. Moland and Dr. McDermott, Staff witness Richard Zuraski presented a
separate set of economic analyses of the Project that found it will be a lower cost alternative for
consumers than other options. ICC Staff Ex. 3.0 at 16-43; Rock Island IB at 53. Additionally,
Rock Island witness David Berry performed further economic analyses of the Project using Mr.
Zuraski’s financial model, but with various changes or additions to data inputs, assumptions and
parameters. Rock Island Ex. 10.14 Rev. at 49-54; Rock Island Ex. 10.24; Rock Island Ex. 10.26
at 37-41; Rock Island Ex. 10.29; Rock Island IB at 53. Rock Island states that no other parties
presented in evidence any alternative forms of economic analysis of the Project or any additional
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alternative versions of either the Moland-McDermott analysis or Staff’s economic analysis.
Rock Island IB at 53.

Rock Island states that the principal difference between the analyses performed by Mr.
Moland and Dr. McDermott and the analyses performed using the Staff methodology is that the
Moland-McDermott analysis measured the reduction in costs to serve load resulting from
construction and operation of the Project and the associated wind farms, while the Staff
methodology explicitly took into account both the costs to construct and operate the Project and
the associated wind farms and the energy cost reductions they produce, and compared these costs
to the costs of certain alternatives. Rock Island states that Mr. Moland’s and Dr. McDermott’s
analyses analyzed how the construction and operation of the Project reduces wholesale electricity
prices and therefore reduces electricity prices paid by consumers, while the Staff methodology is
a full, traditional revenue requirements analysis comparing the net present value of future
revenue requirements (“PVRR”) of the Project and alternatives. Rock Island IB at 54.

Rock Island states that it believes that the Moland-McDermott methodology is the more
appropriate form of analysis given that the Project is a merchant project, and Rock Island is not
asking Illinois retail ratepayers to pay for the cost of the Project. According to Rock Island, Mr.
Moland and Dr. McDermott found that the market clearing prices that would be paid to
generators by load serving entities on behalf of their customers are less with the Project than
without it; therefore, the Project creates net consumer benefits. Rock Island contends that this
analytical approach is reflective of the way that consumers (or the load-serving entities that
supply them) actually buy electricity in PJIM and MISO. Rock Island states that in a deregulated,
competitive electricity market, buyers of wholesale electricity do not directly reimburse
generators or other market participants for their inputs, but rather pay them the market clearing
price set by the grid operator. Therefore, Rock Island contends, it is neither necessary nor
appropriate to treat consumers as paying generators both for their output (electric energy) and for
their inputs into production of the output; to include both sets of costs would be to double-count.
Rock Island states that, for generators or other market participants who sell into the PJIM and
MISO markets, transmission service is an input cost, along with fuel costs, capital costs, and
operations and maintenance. Rock Island states that the Project’s transmission customers will
need to recover the costs they incur for transmission service on the Project from the proceeds
they receive from selling wholesale energy, capacity and RECs in the PJM and MISO markets.
Rock Island Ex. 10.14 Rev. at 47-48; Rock Island 1B at 54-55.

Rock Island states that the Staff methodology, in contrast, which explicitly includes the
capital and operating costs of the project being evaluated, would be more appropriate for use in a
situation in which a utility is proposing to build a project and directly recover the costs from
consumers, such as for a traditional rate-based transmission line being built by an incumbent
utility. In such a case, the costs of the project are not recovered solely from market participants
(for whom the cost of service from the project is an input cost), but rather from the entire base of
electric ratepayers. Rock Island Ex. 10.14 Rev. at 48; Rock Island IB at 55.

Rock Island contends that, as Dr. McDermott explained, a competitive market analysis

(which is called for by the “promote the development of an effectively competitive electricity
market” criterion of 88-406(b)) should look at the difference between market outcomes under
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various assumptions with the proposed project or without it, which is the approach Dr.
McDermott used. According to Rock Island, that is a proper market analysis of the value of the
proposed project. Additionally, Rock Island argues that the costs of the Project will be paid for
through market-based rates, not through a regulated cost-of-service approach. Rock Island
reiterates that a revenue requirements analysis such as the Staff analysis is more appropriate for
evaluating a project presented by a traditional incumbent utility for inclusion in rate base, not for
evaluating a merchant project. Rock Island Ex. 4.2 at 9-10; Rock Island IB at 55-56.

Rock Island states, however, that both the Moland-McDermott analyses and the analyses
using the Staff methodology show that the Project will yield economic benefits to consumers in
terms of reduced electricity costs. Rock Island IB at 53. Rock Island states that the analysis
presented by Staff witness Mr. Zuraski did two things. First, it evaluated whether there is a net
economic benefit of building the Project compared to building nothing and purchasing energy
from the market. The comparison was performed for a number of scenarios using different
values for important variables. Rock Island explains that this set of analyses concluded that the
Project likely creates a net benefit compared to the status quo (that is, in the majority of the
scenarios analyzed, the Project is a lower cost alternative compared to market energy purchases).
Mr. Zuraski noted that there is considerable uncertainty associated with this conclusion since in
some assumption scenarios, market purchases are the lower cost alternative. Rock Island points
out that the expectation of net economic benefits is stronger when considering the LMP savings
throughout PJIM and MISO, rather than just the LMP savings in Illinois. 1CC Ex. 3.0 at 29-33;
Rock Island Ex. 10.14 Rev. at 49; Rock Island IB at 56. Rock Island notes that Mr. Zuraski
testified that “From my perspective, it would be perfectly reasonable for the Commission to take
into account LMP savings throughout PJIM and MISO,” rather than just the LMP savings
produced by the Project in Illinois. ICC Staff Ex. 3.0 at 22-23; Rock Island IB at 56.

Second, Mr. Zuraski used his model to compare (a) the cost of generating wind energy in
the Resource Area and transmitting it to northern Illinois via the Project to (b) the cost of
generating wind energy through the construction of additional wind farms in Hllinois that would
produce the same amount of energy. He concluded that in a majority of his scenarios, option (a)
is more cost effective than option (b). 1CC Staff Ex. 3.0 at 39-42; Rock Island Ex. 10.14 Rev. at
49; Rock Island IB at 56-57. Rock Island states that the results of these analyses support its
position that constructing the Project to enable wind generation facilities developed in the
Resource Area to access the northern Illinois and PJM markets will produce renewable energy
more cheaply for these markets than would relying exclusively on wind energy from less windy
sites located closer to these markets. Rock Island Ex. 10.14 Rev. at 49-50; Rock Island IB at 57.

Rock Island states that its witness Mr. Berry conducted a number of additional analyses
using the Staff model but with different values for certain variables than those used by Mr.
Zuraski. Specifically, Mr. Berry varied the following assumptions: (1) Years of LMP savings —
Mr. Zuraski used only five years of LMP savings in his analyses. Although this was the same
time period used by Moland-McDermott, their methodology was fundamentally different from
Mr. Zuraski’s and included an assumption as to when market prices would return to a long-term
equilibrium following the commencement of the Project’s operation. Mr. Zuraski’s analysis, in
contrast, is a PVRR comparison of alternatives and includes the full, (depreciable) lifetime costs
of the Project; therefore it should include the LMP savings over the full depreciable life of the
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Project. Rock Island Ex. 10.14 Rev. at 50. (2) Treatment of transmission charges — Mr. Zuraski
treated Rock Island’s transmission charges as paid by retail customers; instead, they should be
modeled as paid for by the transmission customers of the Project that are using it to transport
wind energy from the Resource Area to northern Illinois. In the revenue requirements analysis,
the principal consequence of this treatment is that the transmission charges are a tax-deductible
expense for the transmission customers of the Project. Id. at 50-51. (3) Transmission system
upgrades for Illinois wind generation — in his “lllinois Wind” scenario, Mr. Zuraski did not
include the costs of transmission facilities needed to connect the new Illinois wind generation
facilities to the existing transmission grid, although he included such costs for the new lowa
wind farms in the “Rock Island Project + lowa Wind” scenario. Id. at 51-52; Rock Island EX.
10.26 at 28. (4) Capacity value of wind generation — Mr. Zuraski used a 2013-2014 MISO
Capacity Resource Factor for the lowa wind farms in his “Rock Island Project + lowa Wind”
scenario. Since the lowa wind farms connected to the Project will deliver their output into PJM,
he should have used a capacity resource value calculated using PJM’s approach. Rock Island
Ex. 10.14 Rev. at 52. (5) Wind farm costs — Mr. Berry updated Mr. Zuraski’s input assumptions
to use more current estimates of the costs for new wind generating projects in the regions that
include lowa and Illinois, respectively (based on Lawrence Berkeley National Laboratory’s 2012
Wind Technologies Market Report which in turn is based on information from projects built in
2011 and 2012). Id. at 52-53. (6) Other taxation changes — Mr. Berry made four other minor tax
refinements to Mr. Zuraski’s model, including conforming the treatment of Illinois and lowa
property taxes and exemptions to the respective state’s laws. Id. at 53; Rock Island IB at 57-58.

Rock Island states that with the assumptions changes described above implemented into
the Staff model, the model showed that the Project is overwhelmingly beneficial compared to the
alternative of no new construction, in which consumers purchase energy from the existing
market. Rock Island states that this result is consistent in every case modeled, with an average
consumer benefit under Mr. Zuraski’s “Model A” of $16.3 billion and an average consumer
benefit under Mr. Zuraski’s “Model B” of $17.9 billion, in both cases using a 5% real discount
rate.’® Rock Island Ex. 10.14 Rev. at 53; Rock Island Ex. 10.24; Rock Island IB at 58-59.
According to Rock Island, the revised analyses also showed that, compared to building new wind
generation in Illinois, the Rock Island Project is the more economic choice, i.e., it has a lower
revenue requirement. Rock Island explains that, under Mr. Zuraski’s “Model A,” the Project has
the lower revenue requirement in the “base case” as well as in 88% to 93% of the sensitivity
cases, depending on the discount rate used. Under Mr. Zuraski’s “Model B,” the Project results
in a lower revenue requirement compared to the “Illinois Wind” scenario in the “base case” as
well as in 87% to 96% of the sensitivity cases, depending on the discount rate used. Rock Island
Ex. 10.14 Rev. at 54; Rock Island Ex. 10.24; Rock Island IB at 58-59.

Finally, Rock Island states that in his surrebuttal testimony, Mr. Berry reported the results
of additional sensitivity analyses using the Staff model and (1) only five years of LMP savings
(the same period as originally used by Mr. Zuraski), and (2) the current Project cost estimate of

18 Rock Island explains that in Staff’s “Model A,” the model iteratively solves for the debt-to-equity ratio
for Rock Island that minimizes annual revenues while maintaining a minimum debt coverage ratio and
retiring the debt in 20 years. In “Model B,” the debt-to-equity ratio is fixed and the model solves for the
revenue requirement in each scenario analyzed. ICC Staff Ex. 3.0 at 18-19; Rock Island IB at 59 fn. 59.
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$1.833 billion. Rock Island states that using the current Project cost estimate (and the other
changes to the original Staff assumptions described above), the Project remains clearly beneficial
compared to the alternative of no new transmission or generation construction, in which
consumers purchase energy from the market. Rock Island Ex. 10.26 at 37-39; Rock Island IB at
59. Using a 5% real consumer discount rate (the same discount rate Mr. Zuraski used), the
average consumer benefit is $16.5 billion under “Model A” and $18.1 billion under “Model B.”
Rock Island Ex. 10.26 at 39; Rock Island Ex. 10.29; Rock Island IB at 59. Additionally, Rock
Island states that with only five years of LMP savings assumed, and using a 5% real consumer
discount rate, the Project remains economically beneficial; the average consumer benefit in this
sensitivity is $6.9 billion under “Model A” and $8.6 billion under “Model B.” Rock Island EX.
10.26 at 39-40; Rock Island Ex. 10.29; Rock Island IB at 59-60. Additionally, Rock Island states
that compared to the alternative of building a comparable amount of new wind generation in
Illinois, the Project continues to have the lower revenue requirement with the updated
assumptions including the current Project capital cost estimate. Rock Island states that, under the
Staff “Model A,” the “Rock Island Project + lowa Wind” scenario has the lower revenue
requirement in the “base case” and in 93% to 97% of the sensitivity cases, depending on the
discount rate used. Under the Staff “Model B,” the “Rock Island Project + lowa Wind”
alternative results in a lower revenue requirement than the “lllinois Wind” scenario in the “base
case” and in 93% to 99% of the sensitivity cases, depending on the discount rate used. Rock
Island Ex. 10.26 at 40; Rock Island Ex. 10.29; Rock Island IB at 60.

In summary, Rock Island contends, all of the revenue requirements analyses performed
using the Staff model show that (1) the Project will provide economic benefits to consumers in
terms of reduced electricity costs; (2) the Project is a lower cost alternative compared to both the
status quo (in which there is no new transmission or generation construction and customers
purchase energy from the market) and to the alternative in which new wind generation is
constructed in Illinois to provide a comparable amount of energy to that produced by the new
wind generation facilities in the Resource Area; and (3) 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. Rock Island IB at 60.

ii. Necessary to Provide Adequate, Reliable and Efficient
Service

Rock Island states that it is not proposing to construct the Project in order to keep the
bulk power system from deteriorating below some pre-determined, minimum standard of
reliability. Rock Island Ex. 2.11 Rev. at 5; Rock Island IB at 61. Rock Island explains that, in
terms of meeting the criterion in 88-406(b)(1), its presentation focused on the fact that the
Project will support cost-effective compliance with RPS requirements in Illinois and PJM, will
produce significant economic benefits in terms of reduced costs to serve load in Illinois and PJM,
and will promote the development of an effectively competitive electricity market. However,
Rock Island states that the Project will also provide benefits to Illinois in terms of the adequacy,
reliability and efficiency of service, and the record supports a finding that the Project is
necessary to provide adequate, reliable, and efficient service to customers. Rock Island IB at 61.

Rock Island witness Leonard Januzik of Quanta Technology, L.L.C. (“Quanta”)
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presented analyses of the impacts on the reliability and adequacy of electric service in northern
Illinois and the State of Illinois resulting from installation of the Project and the wind generating
facilities to be located in the Resource Area whose output will be delivered to Illinois by the
Project. Rock Island states that Quanta performed two types of studies: (1) Loss of Load
Expectation (“LOLE”) study: a probabilistic analysis that is used to determine the likelihood of
not being able to serve the total electrical demand of a given system during the year (Rock Island
Ex. 6.0 at5); and (2) transfer capability study: a deterministic analysis to evaluate the amount of
additional power that can be transported into an area as a result of transmission system
configuration changes, such as the installation of the Project. Id. at 4-5; Rock Island IB at 61.
Rock Island states that both of these analyses, and the methodologies used by Mr. Januzik to
conduct them, are generally accepted in the industry as measures of reliability. According to
Rock Island, transmission transfer capability studies have been, and continue to be, one of the
primary measures of transmission system reliability and are utilized in virtually all regional
transmission studies and in annual reporting to NERC for input into its reliability assessments.
Rock Island states that LOLE studies have been conducted for several decades in the
determination of proper capacity reserve levels and are an important component of the
transmission planning process for the RTOs. Rock Island Ex. 6.0 at 5. According to Rock
Island, because Illinois is the area of interest in this case, the LOLE and transfer capability
studies focused on the impacts to the northern Illinois (“NI”) portion of the PJM system and on
Illinois as a whole. Rock Island contends that the NI region of PJIM and the MISO region of
Illinois (which together comprise the entire state of Illinois) are appropriate study regions for
purposes of these reliability studies because of the strong internal transmission connections
within these regions. Rock Island Ex. 6.7 Rev. at 2-5; Rock Island IB at 61-62.

Rock Island states that the LOLE study analyzed whether the Project, by making more
generating capacity available in NI, will increase generating reserve margins, and thereby
increase reliability, in NI and the entire State of Illinois. Rock Island Ex. 6.7 Rev. at 2; Rock
Island IB at 62. The LOLE study measured the adequacy of the region’s generating capability to
reliably serve its demand, measured in terms of how often demand is at risk of exceeding
available generating capacity. Mr. Januzik testified that a value of 0.1 day per year (the loss of
load on one day in 10 years) has long been viewed by the industry as providing a satisfactory
balance between the social costs of outages and the economic costs of unutilized capacity. Rock
Island Ex. 6.0 at 6; Rock Island IB at 62. Rock Island states that Mr. Januzik conducted LOLE
studies using three different scenarios as to the degree of load forecast uncertainty. Rock Island
Ex. 6.0 at 10, 12; Rock Island IB at 62-63. Rock Island states that the results of the LOLE study
show an increase to the system reserve margins for both the NI region and the State of Illinois as
a result of installation of the Project; the system reserve margin required to attain the target
LOLE of 0.1 day per year decreases. Correspondingly, there is an order of magnitude decrease
in LOLE with the Project as compared to without the Project. Conversely, loads in excess of
those currently projected can be supplied by the available generation. Rock Island states that the
LOLE study shows that addition of the Project allows service to additional load of approximately
1,100 MW to 1,270 MW in Illinois and approximately 1,300 MW to 1,470 MW in NI, depending
on the Load Forecast Uncertainty scenario, while maintaining the target LOLE. Rock Island Ex.
6.0 at 17; Rock Island Exs. 6.3-6.4; Rock Island IB at 63.

Rock Island states that a transfer capability study measures the ability to transfer power
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from one part of the transmission system to another. Rock Island Ex. 6.0 at 12; Rock Island IB at
63. The transfer capability study performed by Quanta determined the impact of the Project on
the ability to transfer power from the MISO RTO and the PJM RTO into NI and into the entire
state of Illinois. Rock Island states that the transfer capability study determined the First
Contingency Incremental Transfer Capability (“FCITC”) between a designated point of receipt,
or source, to a designated point of delivery, or sink. FCITC is a measure of how much power
can be transferred from one portion of the network to another before reaching a point where a
transmission facility outage results in an overload of another transmission facility; it measures
the increase in transfer capability from the base level to the transfer limit, i.e., the point at which
the network is compromised due to a network element becoming overloaded for the contingent
outage of another element. Rock Island Ex. 6.0 at 12-13; Rock Island IB at 63. Rock Island
states that in terms of the Project’s reliability impact, the transfer capability study provides an
indication of how much transmission capacity may be available so that the load in the subject
region can be supported by external resources; the greater the increase in FCITC and total
transfer capability, the more transmission capability there is to import power into the receiving
region should there be a capacity shortfall due to factors (such as capacity outages) that might
require power imports to meet demand. In addition, Rock Island states, sufficient import
capability is required to enable reserve sharing by providing access to external resources and
reduce capacity reserve margin requirements. Rock Island Ex. 6.0 at 14-15; Rock Island IB at
63-64. Rock Island also states that, in addition to the incremental change in FCITC due to the
addition of the Project, the transfer capability study measures the additional amount of import
capability made available due to installation of the Project, represented by the increase in
transmission capability to serve Illinois load net of the amount of that transmission capacity used
by the connected wind generators in the Resource Area to serve summer peak demand. This
additional import capability is referred to as the “HVDC Incremental Imports.” Rock Island
explains that the sum of the FCITC increase and the HVDC Incremental Imports due to
installation of the Project equals the total increase in transfer capability due to the Project. Rock
Island Ex. 6.0 at 14; Rock Island IB at 64.

Rock Island states that the transfer capability study showed that installation of the Project
(i) will increase FCITC by about 1,015 MW for imports into NI and by about 1,180 MW for
imports into the entire state of Illinois, and (ii) will increase total transfer capability into NI by
1,525 MW and into the entire state of Illinois by 1,690 MW. Rock Island Ex. 6.0 at 17-18; Rock
Island Ex. 6.5 Rev; Rock Island IB at 64. Rock Island explains that this additional import
transfer capability for NI and for the state of Illinois, over and above the margins existing before
the Project is installed, exceeds the capacity of the largest generating units in the State. Rock
Island Ex. 6.0 at 19; Rock Island IB at 64. Rock Island states that the results of the transfer
capability analysis show improvement to reliability in northern Illinois and in the state of Illinois
consistent; the transfer capability studies indicate that, for the peak scenario as modeled, there is
a significant increase in incremental import capability into both NI and the state of Illinois as a
result of installation of the Project. Rock Island Ex. 6.0 at 18-19; Rock Island 1B at 64-65.

Rock Island states that the results of the LOLE and transfer capability studies performed
by Quanta show that there is a significant increase in the reliability and adequacy of electric
service in Illinois and in the northern Illinois region of PJM as a result of installation of the
Project and the wind generating facilities that will be connected to it. Rock Island Ex. 6.0 at 19.
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Rock Island states that the addition of a new transmission path that did not previously exist for
additional energy resources to access customer demand (load) in a region, as the Project will
provide, will increase the reserve margin where that demand is located. Rock Island states that
even if the area to which the new transmission path is being connected can currently meet its
minimum reserve margin requirements, this does not mean that the addition of the new
transmission path is unnecessary, unwarranted or not beneficial in terms of reliability. Rock
Island concludes that the Project will enhance the reliability of the Illinois electric grid. Rock
Island Ex. 2.11 Rev. at 6-7; Rock Island IB at 65.

Rock Island also states that the Project is being developed to provide adequate and
efficient service to customers by enabling significant new renewable energy resources to be
developed in the Resource Area and have their output delivered to Illinois and the PJM network,
and to provide a means for load serving entities within PJM to obtain and provide electricity
from renewable resources to their customers. The Project will accomplish this objective using
HVDC technology, which is the more efficient technology for transporting large amounts of
energy from renewable resources over long distances. Rock Island Ex. 2.11 Rev. at 5-6; Tr. 707;
Rock Island IB at 65. Rock Island states that the Project will also improve reliability and the
efficiency of service by creating geographical diversity in the wind resources available to Illinois
and PJM. Rock Island states that dispersing the locations of wind farms effectively reduces the
variability of their energy output because the combined energy output of geographically diverse
wind farms, such as those that will interconnect to the Project, is less variable and has fewer
wind integration costs than the output of geographically concentrated wind farms. Rock Island
Ex. 10.0 at 4, 25-29; Rock Island Ex. 10.26 at 25; Rock Island IB at 65-66.

Rock Island also states that Illinois and other Midwestern states are in an era in which
significant existing generating capacity has recently been retired or announced for retirement and
additional existing generating capacity is at risk of retirement due to environmental or economic
considerations. Rock Island Ex. 10.0 at 22-24; Rock Island Ex. 10.14 Rev. at 44; Rock Island IB
at 66. Rock Island states that what may be viewed as comfortable generating reserve margins
today and in the near-term could quickly be reduced due to unexpected or accelerated retirements
of additional existing generating units. Moreover, lead times for replacement generating
capacity and the transmission capacity to interconnect it to the grid are measured in years, not
months. Rock Island states that the Project will enable the construction of approximately 4,000
MW of new generation capacity in the Resource Area that would not be constructed absent the
Project, by providing the means to deliver the output of this new capacity to northern lllinois.
The Project will therefore provide a valuable hedge against additional retirements of existing
generating capacity for environmental or economic reasons, including retirements that are
unexpected or occur sooner than currently anticipated.

Referring to the phrase in §8-406(b)(1) of the PUA, “necessary to provide adequate,
reliable, and efficient service to its customers . . . .” Rock Island states that Illinois courts have
held that “necessity” and “necessary” as used in the certificate provisions of the PUA do not
mean “indispensably requisite,” but rather that the service proposed to be provided is “needful
and useful to the public.” Rock Island cites Eagle Bus Line, Inc. v. ICC, 3 1ll. 2d 66, 78, 119 N.E.
2d 915, 922 (1954); Gernand v. ICC, 286 Ill. App. 3d 934, 945, 676 N.E. 2d 1384, 1391 (4th
Dist. 1977); and King v. ICC, 39 Ill. App. 3d 648, 653, 351 N.E. 2d 589, 593-94 (4th Dist. 1976).
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Rock Island also states that the Illinois Supreme Court has stated that, “When the statute requires
a certificate of public convenience and necessity as a prerequisite to the construction or extension
of any public utility, the word “necessity” is not used in its lexicographical sense of
‘indispensably required.” If it were, no certificate of public convenience and necessity could
ever be granted. . . . The word connotes different degrees of necessity. It sometimes means
indispensable; at others, needful, requisite or conducive. It is relative rather than absolute.”
Wabash, Chester & Western R.R. Co. v. ICC, 309 Ill. 412, 418, 141 N.E. 212, 214-15 (1923);
Rock Island IB at 66-67. Additionally, Rock Island states that the Illinois courts have long held
that what constitutes public convenience and necessity is within the Commission’s discretion to
determine in each case, thereby permitting consideration of a broad range of factors as applicable
to the particular case. Rock Island cites Egyptian Transp. Sys. v. Louisville & N. R. Co., 321 Ill.
580, 584, 152 N.E. 510, 511 (1926); Commonwealth Edison Co. v. ICC, 295 Ill. App. 3d 311,
317, 692 N.E. 2d 1350, 1353 (2d Dist. 1998); New Landing Util., Inc. v. ICC, 58 Ill. App. 3d
868, 871, 374 N.E. 2d 6, 9 (2d Dist. 1977); and Illinois Power Co. v. ICC, 111 Ill. 2d 505, 511-
512, 490 N.E. 2d 1255, 1257-58 (1986). Rock Island IB at 67.

Rock Island disputed ComEd’s argument that the Project is not necessary to provide
adequate, reliable and efficient service to customers. ComEd IB at 30-32. Rock Island reiterated
that the Project is not intended to prevent the bulk power system from falling below some
predetermined standard of reliability, but points out that the Project will provide significant
reliability benefits for Illinois. Rock Island IB at 61-68. Further, for the customers who would
use the Project as an outlet for wind generation in the Resource Area or who wish to purchase
electricity from wind generation in the Resource Area, the Project is absolutely necessary for
adequate, efficient and reliable service. Rock Island reiterates that new wind generation will not
be developed in the Resource Area unless new transmission infrastructure such as the Project is
constructed to provide an outlet for wind generation in the Resource Area to market areas such as
northern Illinois and PJM. 1d. at 34-38; Rock Island RB at 90.

Rock Island also disputed ComEd’s assertion that the reliability studies Rock Island
presented in this case had “serious flaws.” ComEd IB at 31. Rock Island states that ComEd is
apparently referring to several criticisms by Mr. Naumann of Rock Island witness Mr. Januzik’s
reliability studies. Rock Island contends that Mr. Naumann’s criticisms were largely quibbles
concerning the geographic areas encompassed by the studies; Rock Island witness Mr. Januzik
demonstrated that these criticisms were unfounded. Rock Island explains that, specifically, and
in response to Mr. Naumann’s criticism, Mr. Januzik showed that: (1) It was reasonable to base
the transfer capability and loss of load expectation (“LOLE”) studies on the Northern Illinois
portion of PJM (“NI”) and on the State of Illinois as a whole, since for reliability purposes
Illinois (not PIM or MISO in their entirety) is the region of interest in this case before the Illinois
Commerce Commission and such studies can be conducted for a system or area of any size and
location. Rock Island Ex. 6.7 Rev. at 2-3. (2) It is commonplace and long-standing practice in
the industry to conduct LOLE analyses for a sub-region of a balancing area such as PJM; further,
the analytical methodology of the LOLE study is not dependent on the boundaries of the area
studied. Id. at 3-5. (3) The NI area of PJM and the MISO portion of Illinois together comprise a
valid study area for LOLE analysis, due to the transmission ties between these areas. Id. at 5-6.
(4) A complete outage of both poles of the HVDC transmission line is not an event that is
considered in a typical LOLE study. The average availability rate for all transmission circuits
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400 kV or higher is 99.732%. 1d. at 7-9. (5) FCITC is an appropriate metric to use for the
transfer capability study as it is a common concept in the U.S. to analyze reliability limitations to
transfers of power from a given source to a given sink or multiple sinks; the alternative metrics
suggested by Mr. Naumann are not appropriate for what the transfer capability study is
attempting to measure. Id. at 9-11. (6) Because the transfer capability study focuses on the
change in incremental transfer capability into the NI region resulting from the addition of the
generation resources delivered by the Project and the effect they would have on line loading (i.e.,
the total amount of power that could flow if required), it was not necessary for the study to
consider firm versus non-firm transactions. Id. at 11-12. (7) The assumption used in the transfer
capability study that 50% of the power injection of the Project into PJM would displace
resources outside the NI region was a conservative assumption; an allocation based on load-
weighted, pro-rata sub-regional demands would have resulted in a higher percentage of the
power injected by the Project into PJIM going to displace resources outside of NI and shown a
larger increase in transfer capability due to the Project. 1d. at 12-14. (8) It was not necessary for
the transfer capability study to consider the impacts of any potential system upgrades that might
be required as the result of the PJM interconnection process; any such upgrades would only
further increase the incremental transfer capability into the NI region. Id. at 15. (9) The LOLE
study and the transfer capability study are two independent analyses of the reliability impacts of
the Rock Island Project and show two separate reliability benefits of the Project to the NI region
and to Illinois. 1d. at 14-15. Rock Island RB at 91-92.

Rock Island responded to Staff’s statement that Rock Island failed to provide an
independent study, such as a load flow study, from PJM or MISO that would demonstrate the
need for the Project. Staff IB at 20. Rock Island states that it is unaware of any requirement to
present such a study from an RTO in a CPCN case before this Commission