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OVERVIEW Dr. Rudkin specializes in financial, economic, statistical and energy consulting.  He 
has over 20 years of experience applying operations research, finance, statistical and 
econometric techniques to problems in these areas.  Prior to joining Gnarus, Dr. 
Rudkin was a Vice President at Analysis Group; he also held various management 
positions with the Southern California Gas Company, the nation's largest gas 
distribution company and its parent company, Pacific Enterprises.  Before that, he was 
a tenured associate professor of management at California State University at Long 
Beach where he taught undergraduate courses and graduate seminars in Operations 
Management (e.g., inventory control, queuing theory, Monte Carlo simulation, 
optimization theory, statistical methods, production planning, and forecasting). 

	
EXPERTISE  The valuation of complex traded- and non-traded instruments, such as employee 

stock options using sophisticated lattice- and Monte Carlo-based valuation 
methods.  

 The use of operations research, statistical, and econometric techniques to solve 
complex business problems. 

 The use of risk management techniques to help energy companies hedge risk and 
real options techniques to make improved decision under conditions of uncertainty. 

 The use of innovative pricing methods, including optional self-selecting tariffs and 
marginal cost pricing (e.g., Ramsey pricing) that are designed to increase margin 
and effectively respond to competition. 

 The design and implementation of performance-based regulation plans for bundled 
and unbundled entities. 

 The estimating of the cost of capital for bundled and unbundled entities, such as 
Trancos. 

 

   

TESTIMONY AND 
PRESENTATIONS 

Dr. Rudkin has testified on numerous occasions before the California Public Utilities 
Commission (CPUC), California Energy Commission (CEC), and the Federal Energy 
Regulatory Commission (FERC) on such matters as rate design and competitive 
pricing, demand forecasting, and conservation measurement and the appropriate 
statistical techniques to use to determine whether the most appropriate designation to 
give to a particular formulation.  He has also been a presenter and session 
chairperson at industry conferences on such topics as innovative pricing methods, 
competitive analysis, conservation measurement, strategic planning, and demand 
forecasting.  
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In addition, he has also participated in arbitrations and filed expert testimony in the 
California State court concerning damages associated with wrongful termination 
cases.  He has also been a presenter and has written numerous articles on hedging 
risk and using real option techniques to make improved operating and strategic 
decisions under conditions of risk.  Lastly, he has also been a presenter and written 
numerous articles and reports on issues dealing with the most appropriate methods to 
use for valuing employee stock options, especially those with complex market-based 
mechanisms. 

  

SELECTED 

CASE WORK 

VALUATION OF EMPLOYEE STOCK OPTION AND OTHER NON-TRADED 
INSTRUMENTS 

 Dr. Rudkin heads Gnarus’ Employee Stock Option Valuation Practice and is the 
developer of its Equity and Stock Option Valuation (ESOVAL®) models.  

 These models are designed to address the unique features of both traditional and 
non-traditional instruments used in compensation programs (e.g., capped, indexed 
and performance-based options as well as stock appreciation rights).  The 
ESOVAL® models are based on sophisticated multivariate lattice and Longstaff- 
Schwartz-based Monte Carlo simulation techniques.  These models are specifically 
designed to reflect the characteristics of these instruments accurately and to comply 
with both domestic (FAS 123R) and international (IFRS 2) financial accounting 
standards.  The ESOVAL® models that are used to estimate fair value for quarterly 
reporting purposes and have passed reviews as well as audits by the Big Four 
accounting firms. 

 In addition to assisting clients with their reporting obligations to the SEC, the 
ESOVAL® models have also been to value employee stock options and other non-
traded assets in wrongful termination cases. 

 Dr. Rudkin has published extensively on issues related to employee stock option 
valuation (e.g., WSJ, CFO magazine and the Journal of Treasury and Risk 
Management).  He wrote a report for the Silicon Valley Chapter of Financial 
Executives international dealing with strategies that its members could use to 
improve the effectiveness of the compensation program and to improve the 
accuracy of their fair value estimates. 
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RISK MANAGEMENT AND REAL OPTIONS ANALYSIS 

 For the Edison Electric Institute, he was project manager and principal investigator 
for a study to evaluate the use to derivatives to hedge risk and to develop 
innovative products that better meet customer needs.  The study also investigated 
the potential benefits (over the net-present value method) of using real option 
pricing methods to make improved investment decisions in the electric utility 
industry.  

 He has also served as project manager on numerous projects that have used real 
option techniques to value generation units.  For one client this involved developing 
models that reflected operational constraints, strategic options, such the options to 
mothball, abandon and repower units, as well as regulatory options that were 
available to the utility. 

INNOVATIVE PRICING 

 Developed optional self-selecting tariffs for core customers and customers with 
competitive options.  The project involved designing the pricing methodology, 
programming software and defending the approach before the utility’s regulatory 
agency.  

 For the Edison Electric Institute, he was project manager and authored two 
chapters of a white paper dealing with the efficient pricing of unbundled distribution 
services.  The paper included a discussion of the relevance of such techniques as 
optimal tariffs, efficient component pricing, price cap mechanisms, and Ramsey 
pricing to the pricing of distribution services. 

 He also assisted a gas utility with the design and implementation of optional self-
selecting tariffs for core customers and to customers with competitive options.  The 
tariffs were designed to maximize margin collection and to be preferred to the 
utility’s standard tariffs and to the competitive alternatives available to the customer. 

DESIGN OF PERFORMANCE-BASED REGULATION PLANS 

 Project manager and principle investigator for a study to develop the most 
appropriate performance based regulation (PBR) plan for a gas utility.  The study 
involved designing and evaluating the performance of alternative PBR plans 
intended to meet the utility’s business and regulatory objectives.  
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 The project also included a statistical benchmarking study, based on a sample of 
approximately 60 natural gas distribution utilities, to determine whether the utility’s 
transportation costs were above or below the national average (after controlling for 
factors that are beyond management’s control). 

 He was project manager and principal investigator for a project that designed a 
performance-based regulation plan for a transmission company (Transco).  The 
project included the estimation of the cost of capital for an unbundled Transco and 
the development of quality of service mechanisms. Results of the study were 
ultimately provided by our client to the FERC. 

STATISTICAL AND ECONOMETRIC ANALYSIS 

 For numerous gas and electric utilities performed studies using sophisticated 
statistical (discrete choice methods) and econometric techniques (conditional 
demand analysis) that were designed to determine savings due to their Demand-
Side Management (DSM) programs.  

 For a large electric utility, developed an econometric model that was designed to 
produce highly accurate estimates of reliability measures (SAIDI and SAIFI) based 
on inputs that were routinely collected by the utility. 

 For utilities that were alleged by the US Environmental Protection Agency (USEPA) 
to have violated provisions of the Clean Air Act, used advanced statistical 
techniques (Monte Carlo simulation to demonstrate that the sample was 
representative of the populations and a switching regression model to control for the 
possibility of self-selection bias) to show that, contrary to USEPA’s assertions, the 
utilities’ activities did not appear to be routine, maintenance, since they generally 
occurred 30 or more years after a unit’s in- service date. 

	
EDUCATION University of Southern California 

Ph.D., Business Administration 
Major Field: Quantitative Business Analysis 
Minor Fields: Finance, Optimal Control Theory 

University of California at Los Angeles 
M.S., Operations Management 

California State University at Northridge 
   B.S., Production Management  
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PREVIOUS 

EMPLOYMENT 
Analysis Group, Inc. 
Pacific Enterprises 
Southern California Gas Company 
California State University at Long Beach 

	


