In April 2006, the Illinois Commerce Commission (“ICC”) received the final report of the Illinois transmission system entitled: Evaluating the Potential Impact of Transmission Constraints on the Operation of a Competitive Electric Market in Illinois. The ICC commissioned Argonne National Laboratory and the University of Illinois at Urbana-Champaign to undertake this transmission study to address several important issues regarding the electricity market in Illinois in the 2007 period when Illinois moves to a more fully competitive market under its restructuring law.  
Commencing work in July 2002, the transmission study was designed to be exploratory and not predictive of specific outcomes, an initial investigation and issue-oriented and not regulatory oriented.  The study’s purpose was to make an initial determination whether the transmission system in Illinois and the surrounding region would support a competitive electric market, whether competition would keep prices in check, and whether market power could be exerted.  The study made specific observations in addressing these three issues, acknowledged that additional work is needed to expand the understanding of the electricity market, and responded to critical comments received on the study.  

On June 6, 2006, the Commission held an Electric Policy Committee (“EPC”) meeting to discuss the transmission study’s findings and recommendations. At the EPC meeting, the Commission heard presentations from the study’s two authors, Dr. Richard Cirillo, Director of the Decision and Information Sciences Division at Argonne National Laboratory, and Professor Thomas Overbye, the Fox Family Professor at the Department of Electrical and Computer Engineering at the University of Illinois.  In addition, Dr. Howard Haas, Supervisor of the Market Monitoring Unit at PJM Interconnection (“PJM”) and Mr. Stephen Kozey, Vice President, General Counsel and Secretary of the Midwest Independent Transmission System Operator (“MISO”) provided responses from the two Regional Transmission Organizations (“RTOs”), of which Illinois utilities are a member, regarding the study
 .
From the study, the Commission learned two important findings. First, the study rigorously demonstrated that the transmission system is extremely important to the functioning of the competitive marketplace for electricity.  Second, in the absence of market mitigation and market rules, localized market power can be exercised in some areas of the system under certain circumstances.  The study underscores the necessity for RTOs to continue to refine the independence of their transmission system operations, market designs, market rules and oversight of the RTO markets by market monitors.  
The Commission believes that these two observations are important take-away findings.  These observations confirm the importance of the work that has been done to date by the Federal Energy Regulatory Commission (“FERC”), the RTOs, the market monitors, many market participants and the ICC to improve the transmission system and to develop and enhance market design, rules and oversight.  
The Commission, however, is informed that the data and information used in the study have been superseded and that the study does not reflect the current operating practices of the PJM and MISO markets.  In short, the Illinois electricity market and transmission system are remarkably different today than when this study was initially commissioned. 
In sum, the study needs to be examined within the context in which it was formulated and executed. Today’s transmission system has been upgraded considerably and the markets in which Illinois finds itself are very different from what was modeled earlier.  Both PJM Interconnection and the Midwest ISO administer a competitive wholesale market that imposes market monitoring, mitigation, and rules upon market participants to detect and prevent market power and other anti-competitive behavior. The Commission acknowledges that the study’s findings and recommendations and its inability to continue needed analysis on a going-forward basis were influenced by funding and time constraints. 
Given that the data and information supporting the findings and recommendations in this study are superseded and that Illinois utilities now operate in organized electricity markets that the study did not fully consider, the Commission acknowledges both the study’s value and its shortcomings.  The Commission is pleased to receive this body of work, but takes no action on this transmission study at this time. 





Charles E. Box






Chairman

� A transcript of this proceeding is available from the ICC Chief Clerk’s Office.





