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Q. PLEASE STATE YOUR NAME, BUSINESS ADDRESS, AND POSITION. 1 

A. My name is Tracy M. Ashton.  My business address is FirstEnergy Corp. 2 

(“FirstEnergy”), 76 South Main Street, Akron, Ohio 44308.  I am employed by 3 

FirstEnergy Service Company as Assistant Controller - Corporate for FirstEnergy and 4 

a number of its subsidiary companies, including Ohio Edison Company (“OE”), The 5 

Cleveland Electric Illuminating Company (“CEI”), and The Toledo Edison Company 6 

(“TE”) (collectively, “Companies”). 7 

Q. WHAT ARE YOUR EDUCATIONAL AND PROFESSIONAL 8 

QUALIFICATIONS? 9 

A. I earned a Bachelor of Business Administration degree in Accounting from Kent State 10 

University in 2003.  I joined Deloitte & Touche in 2003 serving in various client service 11 

positions until 2008.  I joined FirstEnergy in 2008 and held several positions of 12 

increasing responsibility within finance functions, until I was promoted to my current 13 

role as Assistant Controller-Corporate in May 2019.  I am a licensed Certified Public 14 

Accountant in Ohio. 15 

Q. PLEASE DESCRIBE YOUR DUTIES AS ASSISTANT CONTROLLER - 16 

CORPORATE. 17 

A.  I am responsible for:  ensuring the financial and accounting records of FirstEnergy and 18 

its subsidiaries are maintained in conformity with generally accepted accounting 19 

principles (“GAAP”) and regulatory requirements; disbursements to vendors; external 20 

financial reporting; and accounting research in connection with proposed accounting 21 

standards and proposed business transactions. 22 
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Q. HAVE YOU PREVIOUSLY SUBMITTED TESTIMONY BEFORE THE 1 

COMMISSION? 2 

A.  Yes.  I filed testimony on behalf of the Companies in Case Nos. 19-1338-EL-UNC and 3 

20-1034-EL-UNC.   4 

Q. WHAT IS THE PURPOSE OF YOUR TESTIMONY IN THIS PROCEEDING? 5 

A. The first purpose of my testimony is to present information with respect to whether the 6 

Companies’ Electric Security Plan (“ESP IV”) is substantially likely, during the 7 

balance of the plan,1 to provide the Companies with a total earned return on common 8 

equity that is significantly in excess of the return on common equity likely to be earned 9 

by publicly traded companies that face comparable business and financial risk 10 

(“Prospective Significantly Excessive Earnings Test” or “Prospective SEET”).  In 11 

particular, I provide information regarding the Companies’ total earnings, common 12 

equity, and return on equity for calendar year 2020 and projections for years 2021–13 

2024.  This information supports the conclusion that the Companies’ ESP IV is not 14 

substantially likely, during the balance of the plan, to provide the Companies with 15 

significantly excessive earnings. The second purpose of my testimony is to present 16 

supplemental information in the Companies’ previously filed 2017, 2018, and 2019 17 

SEET cases that includes the impact of the Companies’ Distribution Modernization 18 

Rider (“Rider DMR”).  19 

Q. WHAT MATERIALS HAVE YOU INCLUDED WITH YOUR TESTIMONY? 20 

A. I have included the following attachments to my testimony: 21 

 Schedule TMA-1:  Prospective SEET Return on Equity Calculation 22 

 
1 Because the Commission is required to test an ESP in its fourth year to determine its prospective effect, 

my references to the “balance” of the plan are meant to include years 2020 through 2024. 
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Schedule TMA-2:  Prospective SEET Net Income Calculation 1 

 Schedule TMA-3:  Prospective SEET Common Equity Calculation 2 

      Schedule TMA-4:  2017, 2018, and 2019 SEET Revised Return on Equity Calculations 3 

      Schedule TMA-5:  2017, 2018, and 2019 SEET Revised Net Income Calculations 4 

      Schedule TMA-6:  2017, 2018, and 2019 SEET Revised Common Equity Calculations 5 

Q. PLEASE EXPLAIN THE PROCESS FOR DETERMINING THE EARNED 6 

RETURN ON COMMON EQUITY FOR THE COMPANIES’ PROSPECTIVE 7 

SEET.  8 

A. The Companies’ total earned return on common equity was calculated by dividing 9 

estimated adjusted net income by the adjusted average common equity during the 10 

balance of ESP IV, 2020-2024, and for each year, as shown on Schedule TMA-1.  For 11 

purposes of the determination of significantly excessive earnings, the Companies’ total 12 

annual net income and common equity were adjusted to eliminate the revenue, 13 

expenses, or earnings of any affiliate company, and for other non-recurring, special or 14 

extraordinary items.  These annual adjustments to net income are shown in Schedule 15 

TMA-2 and present earnings that are more representative of the Companies’ ongoing 16 

utility operations and better allow the Commission to assess whether the Companies’ 17 

ESP IV is substantially likely to result in significantly excessive earnings during the 18 

balance of the plan.  Adjusted average common equity balances were calculated over 19 

the thirteen-month period from the beginning to the end of each Prospective SEET year, 20 

as shown on Schedule TMA-3.   21 



 

 

4 

 

Q. HAVE YOU ELIMINATED THE IMPACT OF REVENUE, EXPENSES, OR 1 

EARNINGS OF AFFILIATES FROM THE PROSPECTIVE SEET 2 

CALCULATION? 3 

A. Yes.  The Companies have eliminated revenues, expenses, and earnings from affiliates.  4 

These adjustments include the removal of subsidiary earnings, associated companies’ 5 

revenues and expenses, and interest and dividend income from associated companies.  6 

For example, Pennsylvania Power Company is a distribution subsidiary of OE 7 

providing service in Pennsylvania -- its earnings, which are non-Ohio jurisdictional and 8 

unrelated to the provisions of ESP IV, are not included in the Prospective SEET. 9 

Q. WHAT ARE THE SPECIFIC ADJUSTMENTS CONTEMPLATED BY THE 10 

COMPANIES’ ESP IV AS APPROVED BY THE COMMISSION? 11 

A.  The specific adjustments contemplated by the Companies’ ESP IV as approved by the 12 

Commission are to exclude the impact:  (i) of a reduction in equity resulting from any 13 

write-off of goodwill or arising from a Commission Order; and (ii) associated with any 14 

additional liability or write-off of regulatory assets due to implementing the 15 

Companies’ ESP IV. 16 

Q. DID YOU MAKE AN ADJUSTMENT FOR EITHER OF THESE ITEMS? 17 

A. No.  The Companies’ preliminary actual results for 2020 do not include any reductions 18 

in equity resulting from a write-off of goodwill or arising from a Commission Order, 19 

or any additional liabilities or write-off of regulatory assets due to implementation of 20 

ESP IV.  As explained in the testimony of Companies’ witness Storsin, the Companies’ 21 

forecast for years 2021-2024 does not include any of these items either. 22 
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Q. WHAT OTHER ADJUSTMENTS HAVE YOU MADE TO THE EARNINGS 1 

AND COMMON EQUITY BALANCES OF THE COMPANIES? 2 

A. Similar to the Companies’ 2009 – 2019 SEET filings, and consistent with prior 3 

Commission orders, I have made adjustments for other special, extraordinary, or 4 

nonrecurring items.  These adjustments include removing or normalizing the impact of 5 

revenues and expenses that do not contribute to the determination of whether the 6 

Companies’ ESP IV is substantially likely to result in significantly excessive earnings 7 

in 2020-2024, such as expenses associated with the Companies’ pension and post-8 

retirement benefits plan (e.g. mark to market) or other non-jurisdictional activity.  In 9 

addition, as part of ESP IV, the Companies agreed that the determination of whether to 10 

exclude the impact of deferred carrying charges shall be made at the time of the annual 11 

SEET filings.  Therefore, an adjustment was made to exclude the impact of deferred 12 

carrying charges.   13 

Q. DID YOU ADJUST BOTH THE NET INCOME AMOUNTS AND COMMON 14 

EQUITY BALANCES IN YOUR ANALYSIS? 15 

A. Yes, for each year the Companies’ 13-month average common equity balances were 16 

adjusted by the average cumulative net income adjustments over the same 13-month 17 

period. 18 

Q. WHAT ARE THE COMPANIES’ PROJECTED RETURNS ON EQUITY FOR 19 

THE PROSPECTIVE SEET? 20 

A. The table below summarizes the Prospective SEET results for each year and on a 21 

weighted average during the balance of ESP IV:   22 
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Year 
Return on 

Equity 

2020 7.6% 

2021 6.9% 

2022 6.6% 

2023 6.2% 

2024 6.0% 

Avg. 6.6% 
 1 

The calculations supporting these results are shown in Schedules TMA-1, TMA-2, and 2 

TMA-3.2   3 

Q. DID THE COMPANIES PROVIDE PROSPECTIVE SEET CALCULATIONS 4 

WITH AND WITHOUT THE IMPACT OF DEFERRALS IN THIS FILING? 5 

A. No.  This information was not necessary because it would not have a material impact 6 

on the determination of whether the Companies’ ESP IV is substantially likely to result 7 

in significantly excessive earnings during the balance of the plan.   8 

Q. DO YOU SPONSOR THE COMPANIES’ ANALYSIS OF THE ESTIMATED 9 

RETURN ON EQUITY EARNED BY THE COMPARABLE GROUP OF 10 

PUBLICLY TRADED COMPANIES OR THE THRESHOLD ABOVE SUCH 11 

RETURN AT WHICH THE COMPANIES’ EARNINGS WOULD BE 12 

CONSIDERED SIGNIFICANTLY EXCESSIVE? 13 

A. No.  That analysis is sponsored by Companies’ witness Dr. Bente Villadsen. 14 

Q. DO YOU BELIEVE IT IS SUBSTANTIALLY LIKELY THAT THE 15 

COMPANIES’ ESP IV WILL RESULT IN SIGNIFICANTLY EXCESSIVE 16 

EARNINGS DURING THE BALANCE OF THE PLAN?  17 

 
2 Consistent with current law, the Companies are providing their prospective total earned return on common 

equity.  For transparency, the Companies are also in the process of preparing individual prospective returns 

on equity for each of the Companies, and when those individual figures are ready the Companies will 

supplement their testimony. 
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A. No.  Based upon my calculation of the Companies’ estimated return on equity and the 1 

analysis of SEET thresholds presented by Dr. Villadsen, I conclude that it is not 2 

substantially likely that the Companies’ ESP IV will result in significantly excessive 3 

earnings during the balance of the plan.  The Companies’ average estimated earned 4 

return on equity of 6.6 percent during the balance of ESP IV, and the Companies’ total 5 

estimated earned returns on equity for each remaining year of ESP IV, are below the 6 

Safe Harbor of 13.2 percent and also well below the SEET threshold of 24.1 percent in 7 

Dr. Villadsen’s analysis. 8 

Q. WHAT INFORMATION IN THE COMPANIES’ PREVIOUSLY FILED 2017 9 

SEET CASE ARE YOU SUPPLEMENTING? 10 

 A. Because the Commission’s order in Case No. 18-857-EL-UNC approving OE’s SEET 11 

calculation was reversed on appeal, I revised OE’s SEET calculations to include Rider 12 

DMR revenue so that the Commission can determine the SEET threshold, consider 13 

whether any adjustments under R.C. 4928.143(F) are appropriate, and make any other 14 

determinations that are necessary.3  As shown on Schedule TMA-4, the revised SEET 15 

return on equity for OE is 17.4%, which remains below the SEET Threshold of 19.2% 16 

reflected in the Direct Testimony of Joanne M. Savage. 17 

Additionally, I am supplementing the Direct Testimony of Jason S. Petrik to provide 18 

an update regarding the Companies’ grid modernization program (“Grid Mod I”) and 19 

its committed capital requirements.  At the time Mr. Petrik filed his testimony, the 20 

Companies had filed a Grid Modernization Business Plan with the Commission that 21 

proposed investments in advanced metering infrastructure (“AMI”), advanced 22 

 
3 See In re Determination of Existence of Significantly Excessive Earnings for 2017 Under Elec. Sec. Plan 

of Ohio Edison Co., 2020-Ohio-5450, ¶ 65 (Ohio). 
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distribution management system (“ADMS”), distribution automation (“DA”), and 1 

Integrated Volt/Var Control (“IVVC”) across the Companies’ service territories.  The 2 

Companies also had filed for approval of their Distribution Platform Modernization 3 

Plan (“DPM Plan”), which included plans for new circuit ties, reconductoring, adding 4 

reclosers, and installing supervisory control and data acquisition (“SCADA”) and an 5 

ADMS.  On November 9, 2018, a Stipulation and Recommendation was filed in those 6 

two cases under which the Companies committed to future capital investments of up to 7 

$516 million in Grid Mod I – a three-year plan for investments in AMI, DA, IVVC, 8 

ADMS and a Meter Data Management System.  These future committed investments 9 

in Grid Mod I, along with the Companies’ ongoing investments in their system that are 10 

outside of Grid Mod I, should be taken into consideration when considering whether 11 

any adjustments under R.C. 4928.143(F) are appropriate.  This also applies to the 12 

Companies’ 2018 and 2019 SEET cases.  13 

Q. WHAT INFORMATION IN THE COMPANIES’ PREVIOUSLY FILED 2018 14 

AND 2019 SEET CASES ARE YOU SUPPLEMENTING? 15 

A.  I have made revisions to no longer exclude Rider DMR revenues from Net Income or 16 

Common Equity in the Companies’ 2018 and 2019 SEET results, as shown on 17 

Schedules TMA-4, TMA-5 and TMA-6.  18 

Q. PLEASE SUMMARIZE THE RESULTS OF THESE REVISED ANALYSES. 19 

A. The revised SEET return on equity results including the impact of Rider DMR revenues 20 

are summarized in the table below.    21 
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 OE CEI TE Total 

2017 17.4% 7.3% 10.7% 11.5% 

2018 18.2% 8.7% 11.1% 12.5% 

2019 16.5% 8.0% 12.3% 11.9% 

 * Note that the revised 2017 ROE results for CEI, TE, and for 

the Companies in total are provided for transparency only, as 

only the revised 2017 ROE results for OE are required for the 

Commission’s consideration in this case. 
 1 

Q. DO THESE REVISED ANALYSES CHANGE ANY OF THE COMPANIES’ 2 

CONCLUSIONS FROM THEIR ORIGINAL SEET CASES? 3 

A. No.  These revised SEET return on equity results are all below the SEET Thresholds 4 

filed by the Companies in their respective 2017, 2018, and 2019 SEET cases.  5 

Therefore, the Companies’ ESP IV, including the impact of Rider DMR revenues, did 6 

not result in significantly excessive earnings for any of these years. 7 

Q. DOES THIS CONCLUDE YOUR DIRECT TESTIMONY? 8 

A. Yes. 9 



Schedule TMA-1

Page 1 of 1

Prospective Significantly Excessive Earnings Test (SEET)

Projected Return on Equity Calculation

Line Description 2020 2021 2022 2023 2024 2020-2024 Source

1 SEET Net Income 263,797,301 Schedule TMA-2, Page 1, Line 4

2 SEET Common Equity 3,465,328,370 Schedule TMA-3, Page 1,  Line 18

3 SEET Return on Equity 7.6% 6.9% 6.6% 6.2% 6.0% 6.6% Calculation:  Line 1 / Line 2

Note:  See Schedules TMA-2 and TMA-3 for the calculation of Net Income and Common Equity.



Schedule TMA-2

Page 1 of 1

Prospective Significantly Excessive Earnings Test (SEET)

Projected Net Income Calculation

Line Description 2020 2021 2022 2023 2024 Source

1 Net Income 404,969,143 Schedule JMS-1 Line 26

2 Affiliate Company Earnings (51,929,263) Supporting Workpapers

3 Special / Extraordinary Items (89,242,578) Supporting Workpapers

4 SEET Net Income 263,797,301 Calculation:  Sum Lines 1 through 4
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