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William Hieronymus has consulted extensively to managements of electricity and gas companies,
their counsel, regulators, and policymakers. His principal areas of concentration are the structure and
regulation of network utilities and associated management, policy, and regulatory issues. Dr.
Hieronymus has spent the last seventeen years working on the restructuring and privatization of utility
systems in the U.S. and internationally. In this context he has assisted the managements of energy
companies on corporate and regulatory strategy, particularly relating to asset acquisition and
divestiture. He has testified extensively on regulatory policy issues and on market power issues
related to mergers and acquisitions. In his thirty years of consulting to this sector, he also has
performed a number of more specific functional tasks, including analyzing potential investments;
assisting in negotiation of power contracts, tariff formation, demand forecasting, and fuels market
forecasting. Dr. Hieronymus has testified frequently on behalf of energy sector clients before
regulatory bodies, federal courts, and legislative bodies in the United States the United Kingdom and
Australia. He has contributed to numerous projects, including the following:

ELECTRICITY SECTOR STRUCTURE, REGULATION, AND
RELATED MANAGEMENT AND PLANNING ISSUES

U.S. Market Restructuring Assignments

e Dr. Hieronymus serves as an advisor to the senior executives of electric utilities on restructuring
and related regulatory issues, and he has worked with senior management in developing
strategies for shaping and adapting to the emerging competitive market in electricity. Related to
some of these assignments, he has testified before state agencies on regulatory policies and on
contract and asset valuation.
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For utilities seeking merger approval, Dr. Hieronymus has prepared and testified to market
power analyses at FERC and before state commissions. He also has assisted in discussions
with the Antitrust Division of the Department of Justice and in responding to information
requests. The mergers on which Dr. Hieronymus has testified include both electricity mergers
and combination mergers involving electricity and gas companies. Among the major mergers on
which he has testified are EEG (Exelon and PSE&G), Sempra (Enova and Pacific Enterprises),
Xcel (New Century Energy and Northern States Power), Exelon (Commonwealth Edison and
Philadelphia Electric), AEP (American Electric Power and Central and Southwest), Dynegy-
lllinois Power, Con Edison-Orange and Rockland, Dominion-Consolidated Natural Gas,
NiSource-Columbia Energy, E-on-PowerGen/LG&E and NYSEG-RG&E and Exelon-PSE&G. He
also submitted testimony in mergers that were terminated for unrelated reasons, including
Entergy-Florida Power and Light, Northern States Power and Wisconsin Energy, KCP&L and
Utilicorp and Consolidated Edison-Northeast Utilities. Testimony on similar topics has been filed
for a number of smaller utility mergers and for asset acquisitions. Dr Hieronymus has also
assisted numerous clients in the pre-merger screening of potential acquisitions and merger
partners.

For utilities seeking to establish or extend market rate authority, Dr. Hieronymus has provided
numerous analyses concerning market power in support of submissions under Sections 205 of
the Federal Power Act.

For utilities and power pools engaged in restructuring activities, he has assisted in examining
various facets of proposed reforms. Such analysis has included features of the proposals
affecting market efficiency and those that have potential consequences for market power.
Where relevant, the analysis also has examined the effects of alternative reforms on the client’s
financial performance and achievement of other objectives.

For generators and marketers, Dr. Hieronymus has testified extensively in the regulatory
proceedings concerning the electricity crisis in the WECC that occurred during May 2000 and
May 2001. His testimony concerned, inter alia, the economics of long term contracts entered
into during that period the behavior of market participants during the crisis period and the nexus
between purportedly dysfunctional spot markets and forward contracts.

For the New England Power Pool (NEPOOL), Dr. Hieronymus examined the issue of market
power in connection with NEPOOL’s movement to market-based pricing for energy, capacity,
and ancillary services. He also assisted the New England utilities in preparing their market
power mitigation proposal. The main results of his analysis were incorporated in NEPOOL's
market power filing before FERC and in ISO-New England’s market power mitigation rules.

For a coalition of independent generators, he provided affidavits advising FERC on changes to
the rules under which the northeastern U.S. power pools operate.
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e Dr. Hieronymus has contributed substantially to projects dealing with the restructuring of the
California electricity industry. In this context he also is a witness in California and FERC
proceedings on the subject of market power and mitigation and more recently before FERC in
connection with transactions related to PG&E’s bankruptcy and on the contracts signed between
merchant generators and various buyers.

Valuation of Utility Assets in North America

e Dr. Hieronymus has testified in state securitization and stranded cost quantification proceedings,
primarily in forecasting the level of market prices that should be used in assessing the future
revenues and the operating contribution earned by the owner of utility assets in energy and
capacity markets. The market price analyses are tailored to the specific features of the market in
which a utility will operate and reflect transmission-constrained trading over a wide geographic
area. He also has testified in rebuttal to other parties’ testimony concerning stranded costs, and
has assisted companies in internal stranded cost and asset valuation studies.

e He was the primary valuation witness on behalf of a western utility in an arbitration proceeding
concerning the value of a combined cycle plant coming off lease that the utility wished to
purchase.

e He assisted a bidder in determining the commercial terms of plant purchase offers as well as
assisting clients in assessing the regulatory feasibility of potential acquisitions and mergers.

e He has testified concerning the value of terminated long term contracts in connection with
contract defaults by bankrupt power marketers and merchant generators.

Other U.S. Utility Engagements

e Dr. Hieronymus has contributed to the development of several benchmarking analyses for U.S.
utilities. These have been used in work with clients to develop regulatory proposals, set cost
reduction targets, restructure internal operations, and assess merger savings.

e Dr. Hieronymus was a co-developer of a market simulation package tailored to region-specific
applications. He and other senior personnel have conducted numerous multi-day training
sessions using the package to help utility clients in educating management regarding the
consequences of wholesale and retail deregulation and in developing the skills necessary to
succeed in this environment.

e He has made numerous presentations to U.S. utility managements regarding overseas electricity
systems.
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In connection with nuclear generating plants nearing completion, he has testified in
Pennsylvania, Louisiana, Arizona, lllinois, Missouri, New York, Texas, Arkansas, New Mexico,
and before the Federal Energy Regulatory Commission regarding plant-in-service rate cases on
the issues of equitable and economically efficient treatment of plant costs for tariff-setting
purposes, regulatory treatment of new plants in other jurisdictions, the prudence of past system
planning decisions and assumptions, performance incentives, and the life-cycle costs and
benefits of the units. In these and other utility regulatory proceedings, Dr. Hieronymus and his
colleagues have provided extensive support to counsel, including preparation of interrogatories,
cross-examination support, and assistance in writing briefs.

On behalf of utilities in the states of Michigan, Massachusetts, New York, Maine, Indiana,
Pennsylvania, New Hampshire, and lllinois, he has submitted testimony in regulatory
proceedings on the economics of completing nuclear generating plants that were then under
construction. His testimony has covered the likely cost of plant completion; forecasts of
operating performance; and extensive analyses of the impacts of completion, deferral, and
cancellation upon ratepayers and shareholders. For the senior managements and boards of
utilities engaged in nuclear plant construction, Dr. Hieronymus has performed a number of highly
confidential assignments to support strategic decisions concerning the continuance of
construction.

For an eastern Pennsylvania utility that suffered a nuclear plant shutdown due to NRC sanctions
relating to plant management, he filed testimony regarding the extent to which replacement
power cost exceeded the costs that would have occurred but for the shutdown.

For a major Midwestern utility, Dr. Hieronymus headed a team that assisted senior management
in devising its strategic plans, including examination of such issues as plant refurbishment/life
extension strategies, impacts of increased competition, and available diversification
opportunities.

On behalf of two West Coast utilities, Dr. Hieronymus testified in a needs certification hearing for
a major coal-fired generation complex concerning the economics of the facility relative to
competing sources of power, particularly unconventional sources and demand reductions.

For a large western combination utility, he participated in a major 18-month effort to provide the
client with an integrated planning and rate case management system.

For two Midwestern utilities, Dr. Hieronymus prepared an analysis of intervenor-proposed
modifications to the utilities’ resource plans. He then testified on their behalf before a legislative
committee.
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U.K. Assignments

e Following promulgation of the white paper that established the general framework for
privatization of the electricity industry in the United Kingdom, Dr. Hieronymus participated
extensively in the task forces charged with developing the new market system and regulatory
regime. His work on behalf of the Electricity Council and the twelve regional distribution and
retail supply companies focused on the proposed regulatory regime, including the price cap and
regulatory formulas, and distribution and transmission use of system tariffs. He was an active
participant in industry-government task forces charged with creating the legislation, regulatory
framework, initial contracts, and rules of the pooling and settlements system. He also assisted
the regional companies in the valuation of initial contract offers from the generators, including
supporting their successful refusal to contract for the proposed nuclear power plants that
subsequently were canceled as being non-commercial.

e During the preparation for privatization, Dr. Hieronymus assisted several individual U.K.
electricity companies in understanding the evolving system, in developing use of system tariffs,
and in enhancing commercial capabilities in power purchasing and contracting. He continued to
advise a number of clients, including regional companies, power developers, large industrial
customers, and financial institutions on the U.K. power system for a number of years after
privatization.

e  Dr. Hieronymus assisted four of the regional electricity companies in negotiating equity
ownership positions and developing the power purchase contracts for a 1,825 megawatt
combined cycle gas station. He also assisted clients in evaluating other potential generating
investments including cogeneration and non-conventional resources.

e  Dr. Hieronymus also has consulted on the separate reorganization and privatization of the
Scottish electricity sector. Part of his role in that privatization included advising the larger of the
two Scottish companies and, through it, the Secretary of State on all phases of the restructuring
and privatization, including the drafting of regulations, asset valuation, and company strategy.

e He assisted one of the Regional Electricity Companies in England and Wales in the 1993
through 1995 regulatory proceedings that reset the price caps for its retailing and distribution
businesses. Included in this assignment was consideration of such policy issues as incentives
for the economic purchasing of power, the scope of price control, and the use of comparisons
among companies as a basis for price regulation. Dr. Hieronymus’s model for determining
network refurbishment needs was used by the regulator in determining revenue allowances for
capital investments.

e He assisted one of the Regional Electricity Companies in its defense against a hostile takeover,
including preparation of its submission to the Cabinet Minister who had the responsibility for
determining whether the merger should be referred to the competition authority.
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Assignments Outside the U.S. and U.K.

e Dr. Hieronymus testified before the federal court of Australia concerning the market power
implications of acquisition of a share of a large coal-fired generating facility by a large retail and
distribution company.

e Dr. Hieronymus assisted a large state-owned European electricity company in evaluating the
impacts of the 1997 EU directive on electricity that inter alia requires retail access and
competitive markets for generation. The assignment included advice on the organizational
solution to elements of the directive requiring a separate transmission system operator and the
business need to create a competitive marketing function.

e For the European Bank for Reconstruction and Development, he performed analyses of least-
cost power options and evaluated the return on a major investment that the Bank was
considering for a partially completed nuclear plant in Slovakia. Part of this assignment involved
developing a forecast of electricity prices, both in Eastern Europe and for potential exports to the
West.

e Forthe OECD he performed a study of energy subsidies worldwide and the impact of subsidy
elimination on the environment, particularly on greenhouse gases.

e  For the Magyar Villamos Muvek Troszt, the electricity company of Hungary, Dr. Hieronymus
developed a contract framework to link the operations of the different entities of an electricity
sector in the process of moving from a centralized command- and-control system to a
decentralized, corporatized system.

e  For Iberdrola, the largest investor-owned Spanish electricity company, he assisted in
development of their proposal for a fundamental reorganization of the electricity sector, its
means of compensating generation and distribution companies, its regulation, and the phasing
out of subsidies. He also has assisted the company in evaluating generation expansion options
and in valuing offers for imported power.

e Dr. Hieronymus contributed extensively to a project for the Ukrainian Electricity Ministry, the goal
of which was to reorganize the Ukrainian electricity sector and prepare it for transfer to the
private sector and the attraction of foreign capital. The proposed reorganization is based on
regional electric power companies, linked by a unified central market, with market-based prices
for electricity.
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e Atthe request of the Ministry of Power of the USSR, Dr. Hieronymus participated in the creation
of a seminar on electricity restructuring and privatization. The seminar was given for 200 invited
Ministerial staff and senior managers for the USSR power system. His specific role was to
introduce the requirements and methods of privatization. Subsequent to the breakup of the
Soviet Union, Dr. Hieronymus continued to advise both the Russian energy and power ministry
and the government-owned generation and transmission company on restructuring and market
development issues.

e  On behalf of a large continental electricity company, Dr. Hieronymus analyzed the proposed
directives from the European Commission on gas and electricity transit (open access regimes)
and on the internal market for electricity. The purpose of this assignment was to forecast likely
developments in the structure and regulation of the electricity sector in the common market and
to assist the client in understanding their implications.

e  For the electric utility company of the Republic of Ireland, he assessed the likely economic
benefit of building an interconnector between Eire and Wales for the sharing of reserves and the
interchange of power.

o For atask force representing the Treasury, electricity generating, and electricity distribution
industries in New Zealand, Dr. Hieronymus undertook an analysis of industry structure and
regulatory alternatives for achieving the economically efficient generation of electricity. The
analysis explored how the industry likely would operate under alternative regimes and their
implications for asset valuation, electricity pricing, competition, and regulatory requirements.

TARIFF DESIGN METHODOLOGIES
AND POLICY ISSUES

e  Dr. Hieronymus participated in a series of studies for the National Grid Company of the United
Kingdom and for ScottishPower on appropriate pricing methodologies for transmission, including
incentives for efficient investment and location decisions.

e ForaU.S. utility client, he directed an analysis of time-differentiated costs based on accounting
concepts. The study required selection of rating periods and allocation of costs to time periods
and within time periods to rate classes.

e For EPRI, Dr. Hieronymus directed a study that examined the effects of time-of-day rates on the
level and pattern of residential electricity consumption.

e For the EPRI-NARUC Rate Design Study, he developed a methodology for designing optimum
cost-tracking block rate structures.

e  On behalf of a group of cogenerators, Dr. Hieronymus filed testimony before the Energy Select
Committee of the UK Parliament on the effects of prices on cogeneration development.
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e  Forthe Edison Electric Institute (EEI), he prepared a statement of the industry's position on
proposed federal guidelines regarding fuel adjustment clauses. He also assisted EEI in
responding to the U.S. Department of Energy (DOE) guidelines on cost-of-service standards.

o  For private utility clients, Dr. Hieronymus assisted in the preparation both of their comments on
draft FERC regulations and of their compliance plans for PURPA Section 133.

o For a state utilities commission, Dr. Hieronymus assessed its utilities' existing automatic
adjustment clauses to determine their compliance with PURPA and recommended modifications.

e For DOE, he developed an analysis of automatic adjustment clauses currently employed by
electric utilities. The focus of this analysis was on efficiency incentive effects.

e  For the commissioners of a public utility commission, Dr. Hieronymus assisted in preparation of
briefing papers, lines of questioning, and proposed findings of fact in a generic rate design
proceeding.

SALES FORECASTING METHODOLOGIES
FOR GAS AND ELECTRIC UTILITIES

e  For the White House Sub-Cabinet Task Force on the future of the electric utility industry, Dr.
Hieronymus co-directed a major analysis of "least-cost planning studies" and "low-growth energy
futures." That analysis was the sole demand-side study commissioned by the task force, and it
formed a basis for the task force's conclusions concerning the need for new facilities and the
relative roles of new construction and customer side-of-the-meter programs in utility planning.

o Foralarge eastern utility, Dr. Hieronymus developed a load forecasting model designed to
interface with the utility's revenue forecasting system-planning functions. The model forecasts
detailed monthly sales and seasonal peaks for a 10-year period.

o For DOE, he directed development of an independent needs assessment model for use by state
public utility commissions. This major study developed the capabilities required for independent
forecasting by state commissions and provided a forecasting model for their interim use.

o  For state regulatory commissions, Dr. Hieronymus has consulted in the development of service
area-level forecasting models of electric utility companies.

e For EPRI, he authored a study of electricity demand and load forecasting models. The study
surveyed state-of-the-art models of electricity demand and subjected the most promising models
to empirical testing to determine their potential for use in long-term forecasting.

e For a Midwestern electric utility, he provided consulting assistance in improving the client’s load
forecast, and testified in defense of the revised forecasting models.
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e For an East Coast gas utility, Dr. Hieronymus testified with respect to sales forecasts and
provided consulting assistance in improving the models used to forecast residential and
commercial sales.

OTHER STUDIES PERTAINING TO
REGULATED AND ENERGY COMPANIES

e In anumber of antitrust and regulatory matters, Dr. Hieronymus has performed analyses and
litigation support tasks. These cases have included Sherman Act Section 1 and 2 allegations,
contract negotiations, generic rate hearings, ITC hearings, and a major asset valuation suit. In a
major antitrust case, he testified with respect to the demand for business telecommunications
services and the impact of various practices on demand and on the market share of a new
entrant. For a major electrical equipment vendor, Dr. Hieronymus testified on damages with
respect to alleged defects and associated fraud and warranty claims. In connection with
mergers for which he is the market power expert, Dr. Hieronymus assists clients in Hart-Scott-
Rodino investigations by the Antitrust Division of the U.S. Department of Justice and the Federal
Trade Commission. In an arbitration case, he testified as to changed circumstances affecting
the equitable nature of a contract. In a municipalization case, he testified concerning the
reasonable expectation period for the supplier of power and transmission services to a
municipality. In two Surface Transportation Board proceedings, he testified on the sufficiency of
product market competition to inhibit the exercise of market power by railroads transporting coal
to power plants.

e For alandholder, Dr. Hieronymus examined the feasibility and value of an energy conversion
project that sought a long-term lease. The analysis was used in preparing contract negotiation
strategies.

e  For anindustrial client considering development and marketing of a total energy system for
cogeneration of electricity and low-grade heat, Dr. Hieronymus developed an estimate of the
potential market for the system by geographic area.

e Forthe U.S. Environmental Protection Agency (EPA), he was the principal investigator in a
series of studies that forecasted future supply availability and production costs for various grades
of steam and metallurgical coal to be consumed in process heat and utility uses.

Dr. Hieronymus has been an invited speaker at numerous conferences on such issues as market
power, industry restructuring, utility pricing in competitive markets, international developments in
utility structure and regulation, risk analysis for regulated investments, price squeezes, rate design,
forecasting customer response to innovative rates, intervener strategies in utility regulatory
proceedings, utility deregulation, and utility-related opportunities for investment bankers.
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Prior to rejoining CRA in June 2001, Dr. Hieronymus was a Member of the Management Group at PA
Consulting, which acquired Hagler Bailly, Inc. in October 2000. He was a Senior Vice President of
Hagler Bailly. In 1998, Hagler Bailly acquired Dr. Hieronymus’s former employer, Putnam, Hayes &
Bartlett, Inc. He was a Managing Director at PHB. He joined PHB in 1978. From 1973 to 1978 he
was a Senior Research Associate and Program Manager for Energy Market Analysis at CRA.
Previously, he served as a project director at Systems Technology Corporation and as an economist

while serving as a Captain in the U.S. Army.
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