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IN TRO D UC TIO N1

Q . P L E A S E S TA TE Y O UR N A M E ,TITL E ,A N D B US IN E S S A D D RE S S .2

A . M y name is Jason L isowski. Iam employed by FirstEnergy Service C ompany as the3

A ssistantC ontroller–FES/FEG atFirstEnergy Solu tions C orp.(“FES”). M y bu siness4

ad d ress is 341 W hite P ond D r.,A kron,O H 44320.5

Q . P L E A S E D E S C RIB E Y O UR E D UC A TIO N A L E X P E RIE N C E ,P RO FE S S IO N A L6

Q UA L IFIC A TIO N S ,A N D E M P L O Y M E N T E X P E RIE N C E .7

A . Iearned aB achelorof Science d egree in C orporate Finance from the University of A kron8

in 2004,and aM asters in B u siness A d ministration from the University of A kron in 2006.9

Iam also aC ertified P u blic A ccou ntantin O hio and aC ertified M anagementA ccou ntant.10

I joined FirstEnergy Service C ompany in 2004 as an A ccou ntant in the Financial11

Reporting D epartment. In 2009,Ibecame an A nalystin the Treasu ry D epartment. In12

2010,Iwas promoted to the M anagerof B u d getingand Forecasting. In 2011,Ibecame13

the M anagerof FinancialReportingand TechnicalA ccou ntingand was promoted to my14

cu rrentposition in 2012.15

In my cu rrentposition,Iam responsible forallaccou ntingand financialreportingrelated16

matters associated withFES,its generation plants,and generation bu siness bu d geting. I17

also actively participate withthe FES and generation bu siness ex ecu tive managementand18

lead ershipteams on financial,accou nting,and forecasting/planningmatters.19

Q . W H A T IS TH E P URP O S E O F Y O UR TE S TIM O N Y ?20

A . The pu rpose of my testimony is to provid e and su pportthe costinformation related to the21

ou tpu tproposed to be sold to O hio Ed ison C ompany,The C leveland Electric Illu minating22

C ompany,and The Toled o Ed ison C ompany (collectively,the “C ompanies”)from FES’s23
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interestin O hio V alley Electric C orporation (“O V EC ”),the D avis-B esse N u clearP ower1

Station (“D avis-B esse”) and the W .H .Sammis P lant (“Sammis”) (collectively,the2

“P lants”).Ithen calcu late the projected revenu es whichwillbe created by the ou tpu tof3

the P lants.These projections u se: (1)the marketprice estimates provid ed by C ompany4

witness Rose;and (2)proprietary mod elingsoftware which is regu larly u sed by FES to5

prepare long-term projections in its regu larcou rse of bu siness.6

Q . W H A T D ID Y O U US E A S TH E B A S IS FO R Y O UR C O S T E S TIM A TE S ?7

A . I u sed the categories of costs proposed to be inclu d ed in the transaction between the8

C ompanies and FES as the starting point for the cost estimates contained in this9

testimony. I then u sed the FES internalcostprojections,C ompany witness Rose’s10

marketprice estimates,and the proprietary d ispatch mod eling software to projectthe11

amou nts of the applicable costs.12

Q . H A V E Y O U P RE P A RE D A N Y A TTA C H M E N TS TO S H O W H O W TH E13

RE V E N UE RE Q UIRE M E N TS FO R TH E C O S TS A S S O C IA TE D W ITH TH E14

P RO P O S E D TRA N S A C TIO N W E RE D E TE RM IN E D ?15

A . Y es.Ihave created the followingC onfid entialA ttachments:16

 JJL -1:Sammis P rojections;17

 JJL -2:D avis-B esse P rojections;and18

 JJL -3:O V EC P rojections.19
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C O S T P RO JE C TIO N S1

Q . A RE Y O U FA M IL IA R W ITH TH E C A TE GO RIE S O F C O S TS IN C L UD E D IN2

TH E RE V E N UE RE Q UIRE M E N TS ?3

A . Y es. In the regu larcou rse of its bu siness,FES tracks and record s these categories of4

costs.FES also regu larly projects these costs byplant.5

Q . H A V E Y O U IN C L UD E D TH E M O S T RE C E N T C O S T D A TA FO R E A C H6

P L A N T?7

A . Y es. For starting balances for netbook valu e and similar costitems,the confid ential8

attachments to this testimony u se the mostrecentcostd ata for each of the P lants as9

record ed by FES. These starting balances are regu larly record ed based on generally10

accepted accou ntingprinciples.11

Q . D O Y O UR A TTA C H M E N TS IN C O RP O RA TE P RO JE C TE D C O S TS12

TH RO UGH O UT TH E P RO P O S E D P E RIO D ?13

A . Y es. For fu tu re costs,inclu d ing O peration and M aintenance (“O & M ”) expenses and14

capitalexpend itu res,my A ttachments u se FES internalcostprojections for the P lants.15

These internalFES costprojections are mad e and keptin the regu larcou rse of operations16

for the P lants. C ostforecasts for O & M and capitalare d erived from a base levelof17

maintenance and operation levels and forecasted ou tage sched u les based on assu mptions18

coord inated withthe fossiland nu clearoperations and also reflectthe ou tpu tof fu eland19

variable O & M costs associated withthe d ispatchmod el.20
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Q . H O W D O E S Y O UR A N A L Y S IS IN C O RP O RA TE P RO JE C TE D C O S TS A N D1

RE V E N UE S FO R TH E O V E C FA C IL ITY ?2

A . FES receives a20-yearforecastfrom O V EC .This forecast,whichis prepared as partof3

the regu laroperations of O V EC ,inclu d es costprojections forfu el,O & M ,and capital. I4

have u sed O V EC ’s 20-yearforecastof costprojections to prepare the O V EC projections5

in C onfid entialA ttachmentJJL -3.The d ispatchmod elingsystem was u sed to projectthe6

amou ntof generation and revenu e O V EC wou ld prod u ce based on the energy price7

projections provid ed by C ompanywitness Rose.8

RE V E N UE P RO JE C TIO N S9

Q . H A V E Y O U E S TIM A TE D TH E RE V E N UE E X P E C TE D TO B E C RE A TE D B Y10

E A C H P L A N T?11

A . Y es. Iu sed ad ispatch mod eling system to projecthow the P lants willbe d ispatched12

economically and the amou ntof energy revenu es thatwillbe generated by each of the13

P lants. The d ispatch mod eling system u ses inpu ts su ch as fu el costs,operating14

parameters (Equ ivalentForced O u tage Rates (“EFO R”),planned ou tages,etc.),emission15

allowances,and powerprices.Ialso estimated the annu alcapacity and ancillary services16

revenu es associated with each of the P lants forthe fifteen-yearperiod between Ju ne 1,17

2016 and M ay31,2031.18

Q . W H E RE D ID Y O U O B TA IN TH E IN P UTS Y O U US E D TO P RO JE C T19

RE V E N UE S A N D C O S TS ?20

A . C ompany witness Rose provid ed fu tu re energy prices based on the A TSIzone and basis21

spread ad ju stments for each P lant’s nod e. For Sammis,the inpu ts for coal,coal22

transportation prices and emission allowances were provid ed by C ompany witness Rose.23
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N u clearfu eland otherfu el-related expenses (su chas fu elreagents)were forecasted u sing1

internalforecasts thatare based on actu alexpenses incu rred by the P lants and ad ju sted in2

fu tu re years for inflation. O V EC ’s variable fu el costs were provid ed by O V EC .3

O perating parameters, su ch as EFO R and planned ou tages, were d eveloped in4

coord ination withthe fossiland nu clearoperations d epartments.C apacity revenu es were5

based on actu alclearing prices of u nits in the P JM B ase Resid u alA u ction throu gh6

planningyear2017 -18 .Forplanningyears after2017 -18 ,capacity revenu es were based7

on the marketprice forecastprovid ed by C ompany witness Rose. A ncillary revenu es8

attribu ted to these P lants were based on the actu alhistoricalrevenu es forthe P lants and9

ad ju sted forinflation.10

Q . P L E A S E D E S C RIB E H O W TH E FO RE C A S TIN G M O D E L W O RKS .11

A . The forecastingmod elis aproprietarymonthly d ispatchmod elthatincorporates financial12

and operationalinpu ts to prod u ce aprojection of how the P lants wou ld operate and the13

amou nt of generation they wou ld prod u ce u nd er those circu mstances. The mod el14

incorporates the generation capabilities of each FES generation facility,ad ju sted foran15

assu med u navailability and forced loss (EFO R,etc.),and planned ou tages.B ased on the16

forecasted energy prices provid ed by C ompany witness Rose,the forecasting mod el17

generates aprojection of when the P lants willbe operating,atwhatlevelof capacity,the18

amou ntof energy revenu es the P lants willbe earningd u ringthose period s of time,and19

the costs incu rred as aresu ltof generatingthose revenu es. Foryears where capacity is20

notaknown valu e,capacity revenu es were projected by u singthe marketprice forecast21

for capacity provid ed by C ompany witness Rose and FES’s EFO R and Unforced22

C apacity (“UC A P ”)assu mptions of the P lants.23
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C O N C L US IO N1

Q . D O E S TH A T C O N C L UD E Y O UR TE S TIM O N Y ?2

A . Y es.Ireserve the rightto su pplementmytestimony.3



Attachment JJL -1: Sammis Projections

$ in millions

Line Regulatory Assumptions

A ROE 11.15%

B Effective Tax Rate 37.44%

C Assumed Debt % 50.00%

D Assumed Equity % 50.00%

E Cost of Long-term Debt 4.54%

F WACC 7.85%

2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031

Line Revenues (Jun-Dec) (Jan-May)

1 Capacity Revenue

2 Energy Revenue

3 Ancillary Revenue

4 Total Revenues

5

6 Costs

7 Fuel

8 Labor

9 Dues, Fees, & Licenses

10 Lease/Rental Costs

11 General Business & Travel

12 Materials & Equipment

13 Professional & Contractor

14 Pension & OPEB

15 Service Company Expense

16 Property Taxes

17 Insurance

18 General Taxes

19 Depreciation

20 Accretion Expense

21 Total Costs

22

23 Interest Expense

24 Equity Return

25 Income Taxes

26 Total Return

2727

28 Total Costs & Return

29

30 Seller's Invested Capital

31 Net Plant In Service

32 Accumulated Deferred Income Taxes

33 Service Company Net Plant Allocations

34 Fleet Corporate Support Net Plant

35 Capitalized Fuel

36 Non-Fuel Materials & Supplies

37 Total Seller's Invested Capital

Footnotes:

Line A,C,D Provided by Company witness Steve Staub

Line B Estimated FES Tax Rate

Line E Weighted average cost of FES' Long term debt

Line F Calculation: Line A* Line D + Line C* Line E

Line 1-3 JJL Workpaper Sammis

Line 4 Calculation: ∑ Line 1 thru 3

Line 7-20 JJL Workpaper Sammis

Line 21 Calculation: ∑ Line 7 thru 20

Line 23 Calculation: Line 37 * Line C * Line E (to account for the partial year; Year 2016 *7/12 and Year 2031 *5/12)

Line 24 Calculation: Line 37 * Line A * Line D (to account for the partial year; Year 2016 *7/12 and Year 2031 *5/12)

Line 25 Calculation: Line 24*(1/(1-Line B)-1

Line 26 Calculation: ∑ Line 23 thru 25

Line 28 Calculation: ∑ Line 21, Line 26

Line 31 JJL Workpaper Sammis; represents an estimated December 31 balance, with the exception of 2031 which represents an estimated May 31 balance.

Line 32-36 JJL Workpaper Sammis

Line 37 Calculation: ∑ Line 31 thru 36



Attachment JJL -2: Davis Besse Projections

$ in millions

Line Regulatory Assumptions

A ROE 11.15%

B Effective Tax Rate 37.44%

C Assumed Debt % 50.00%

D Assumed Equity % 50.00%

E Cost of Long-term Debt 4.54%

F WACC 7.85%

2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031

Line Revenues (Jun-Dec) (Jan-May)

1 Capacity Revenue

2 Energy Revenue

3 Ancillary Revenue

4 Total Revenues

5

6 Costs

7 Fuel

8 Labor

9 Dues, Fees, & Licenses

10 Lease/Rental Costs

11 General Business & Travel

12 Materials & Equipment

13 Professional & Contractor

14 Pension & OPEB

15 Service Company Expense

16 Property Taxes

17 Insurance

18 General Taxes

19 Depreciation

20 Accretion Expense

21 Total Costs

22

23 Interest Expense

24 Equity Return

25 Income Taxes

26 Total Return

2727

28 Total Costs & Return

29

30 Seller's Invested Capital

31 Net Plant In Service

32 Accumulated Deferred Income Taxes

33 Service Company Net Plant Allocations

34 Fleet Corporate Support Net Plant

35 Capitalized Fuel

36 Non-Fuel Materials & Supplies

37 Total Seller's Invested Capital

Footnotes:

Line A,C,D Provided by Company witness Steve Staub

Line B Estimated FES Tax Rate

Line E Weighted average cost of FES' Long term debt

Line F Calculation: Line A* Line D + Line C* Line E

Line 1-3 JJL Workpaper Davis Besse

Line 4 Calculation: ∑ Line 1 thru 3

Line 7-20 JJL Workpaper Davis Besse

Line 21 Calculation: ∑ Line 7 thru 20

Line 23 Calculation: Line 37 * Line C * Line E (to account for the partial year; Year 2016 *7/12 and Year 2031 *5/12)

Line 24 Calculation: Line 37 * Line A * Line D (to account for the partial year; Year 2016 *7/12 and Year 2031 *5/12)

Line 25 Calculation: Line 24*(1/(1-Line B)-1

Line 26 Calculation: ∑ Line 23 thru 25

Line 28 Calculation: ∑ Line 21, Line 26

Line 31 JJL Workpaper Davis Besse; represents an estimated December 31 balance, with the exception of 2031 which represents an estimated May 31 balance.

Line 32-36 JJL Workpaper Davis Besse

Line 37 Calculation: ∑ Line 31 thru 36



Attachment JJL -3: OVEC Projections

$ in millions

2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031
(Jun-Dec) (Jan-May)

Line Revenues

1 Capacity Revenue

2 Energy Revenue

3 Total Revenues

4

5 Costs

6 Fuel

7 Operating Expenses

8 Total Costs

Footnotes:

Line 1-2 JJL Workpaper OVEC

Line 3 Calculation: ∑ Line 1, Line 2

Line 6-7 JJL Workpaper OVEC

Line 8 Calculation: ∑ Line 6, Line 7
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