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- 2

Pacific Gas and Electric Company, a California corporation (the “Debtor”), together

with the Debtor’s parent company, PG&E Corporation, a California corporation (the “Parent”),

jointly propose the following plan of reorganization for the Debtor under Section 1121(a) of title 11

of the United States Code, as amended from time to time (the “Bankruptcy Code™):

ARTICLE 1
DEFINITIONS AND CONSTRUCTION OF TERMS

1.1 Definitions. As used herein, the following terms have the respective meanings
specified below:

92A Bonds means those certain California Pollution Control Financing Authority,
Pollution Control Revenue Bonds (Pacific Gas and Electric Company) 1992 Series A issued by the
Issuer in the aggregate principal amount of $35,000,000.

92B Bonds means those certain California Pollution Control Financing Authority,
Pollution Control Revenue Bonds (Pacific Gas and Electric Company) 1992 Series B issued by the
Issuer in the aggregate principal émount of $50,000,000.

93A Bonds means those certain California Pollution Control Financing Authority,
Pollution Control Revenue Bonds (Pacific Gas and Electric Company) 1993 Series A issued by the
Issuer in the aggregate principal amount of $60,000,000.

93B Bonds means those certain California Pollution Control Financing Authority,
Pollution Control Revenue Bonds (Pacific Gas and Electric Company) 1993 Series B issued by the
Issuer in the aggregate principal amount of $200,000,000.

96B Bonds means those certain California Pollution Control Financing Authority,
Pollution Control Revenue Bonds (Pacific Gas and Electric Company) 1996 Series B issued by the
Issuer in the aggregate principal amount of $160,000,000.

96C Bonds means those certain California Pollution Control Financing Authority,
Pollution Control Revenue Bonds (Pacific Gas and Electric Company) 1996 Series C issued by the
Issuer in the aggregate principal amount of $200,000,000.

96D Bonds means those certain California Pollution Control Financing Authority,
Pollution Control Revenue Bonds (Pacific Gas and Electric Company) 1996 Series D issued by the
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Issuer in the aggregate principal amount of $100,000,000.

96E Bonds means those certain California Pollution Control Financing Authority,
Pollution Control Revenue Bonds (Pacific Gas and Electric Company) 1996 Series E issued by the
Issuer in the aggregate principal amount of $165,000,000.

96F Bonds means those certain California Pollution Control Financing Authority,
Pollution Control Revenue Bonds (Pacific Gas and Electric Company) 1996 Series F issued by the -
Issuer in the aggregate principal amount of $100,000,000. .

96G Bonds means those certain California Pollution Control Financing Authority,
Pollution Control Refunding Revenue Bonds (Pacific Gas and Electric Company) 1996 Series G
issued by the Issuer in the aggregate principal amount of $62,870,000.

97A Bonds means those certain California Pollution Control Financing Authority,
Pollution Control Refunding Revenue Bonds (Pacific Gas and Electric Company) 1997 Series A
issued by the Issuer in the aggregate principal amount of $45,000,000.

97B Bonds means those certain California Pollution Control Financing Authority,
Pollution Control Refunding Revenue Bonds (Pacific Gas and Electric Company) 1997 Series B
issued by the Issuer in the aggregate principal amount of $148,550,000.

97C Bonds means those certain California Pollution Control Financing Authority,
Pollution Control Refunding Revenue Bonds (Pacific Gas and Electric Company) 1997 Series C
issued by the Issuer in the aggregate principal amount of $148,550,000.

97D Bonds means those cértain California Pollution Control Financing Authority,
Pollution Control Refunding Revenue Bonds (Pacific Gas and Electric Company) 1997 Series D
issued by the Issuer in the aggregate principal amount of $17,900,000.

Administrative Expense Claims means any Claim constituting a cost or expense of
administration o{ the Chapter 11 Case under Sections 503(b) and 507(a)(1) of the Bankruptcy Code,
including, without limitation, all actual and necessary costs and expenses of preserving the estate of
the Debtor, all actual and necessary costs and expenses of operating the business of the Debtor-in-
Possession, any indebtedness or obligations incurred or assumed by the Debtor-in-Possession in
connection with the conduct of its business, all cure amounts owed in respect of leases and contracts
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assumed by the Debtor-in-Possession, all compensation and reimbursement expenses to the extent
Allowed by the Bankruptcy Court under Sections 330 or 503 of the Bankruptcy Code and any fees
or charges assessed against the estate of the Debtor under Section 1930 of chapter 123 of title 28 of
the United States Code.

Affiliate has the meaning ascribed to such term in Section 101(2) of the Bankruptcy

Code.

Allowed means, with reference to any Claim or Equity Interest, (a) any Claim against
the Debtor which has been listed by the Debtor in its Schedules, as such Schedules may be amended
by the Debtor from time to time in accordance with Bankruptcy Rule 1009, as liquidated in amount
and not disputed or contingent and for which no contrary proof of claim or objection to claim has
been filed, (b) any Claim or Equity Interest allowed hereunder, (c) any Claim or Equity Interest
which is not Disputed, (d) any Claim or Equity Interest that is compromised, settled or otherwise
resolved pursuant to a Final Order of the Bankruptcy Court or under the Plan, or (¢) any Claim or

Equity Interest which, if Disputed, has been Allowed by Final Order; provided, however, that

Claims allowed solely for the purpose of voting to accept or reject the Plan pursuant to an order of
the Bankruptcy Court shall not be considered “Allowed Claims™ hereunder. Unless.otherwise
specified herein or by order of the Bankruptcy Court, “Allowed Administrative Expense Claim” or
“Allowed Claim” shall not, for any purpose under the Plan, include interest on such Administrative
Expense Claim or Claim from and after the Petition Date.

Amended and Restated Credit Agreement means the Amended and Restated Credit
Agreement among the Debtor, Bank of America et al., dated as of December 1, 1997, together with
all amendments, modifications, renewals, substitutions and replacements thereof.

Assumed Corporate Indemnities mean any obligation of the Debtor to defend,
indemnify, reimburse or limit the liability of its present and any former officers, directors and/or
employees who were officers, directors and/or employees, respectively, on or after the Petition Date,
solely in their capacity as officers, directors and/or employees, against any claims or obligations
pursuant.to the Debtor’s articles of incorporation or bylaws, applicable state law or specific
agreement, or any combination of the foregoing.
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Assiimed Indemnification Claims mean all Claims, if any, as to which the claimant
asserts rights based only upon the Assumed Corporate Indemnities.

Ballot means the form distributed to each holder of an impaired Claim or Equity Interest
on which such holder shall indicate acceptance or rejection of the Plan.

Bank means, with respect to each Reimbursement Agreement, those certain banking or
other financial institutions that are signatories hereto (other than the Letter of Credit Issuing Bank) -
and their respective successors and assigns.

Bankruptcy Code has the meaning set forth in the introduction to the Plan.

Bankruptcy Court means the United States Bankruptcy Court for the Northern District of
California having jurisdiction over the Chapter 11 Case and, to the extent of any reference under
Section 157 of title 28 of the United States Code, the unit of such District Court under Section 151
of title 28 of the United States Code.

Bankruptcy Rules means the Federal Rules éf Bankruptcy Procedure as promulgated by
the United States Supreme Court under Section 2075 of title 28 of the United States Code and any
Local Rules of the Bankruptcy Court.

BEFM means the block forward market administered by the PX.

BFM Contract Seizure Litigation means the complaint against the State of California
filed by the Debtor on July 16, 2001 in San Francisco Superior Court to recover the value of the
seized BFM contracts.

Bond Loan means, with respect to each series of PC Bonds, the loan of the proceeds
from the sale of such series of PC Bonds made by the Issuer to the Debtor pursuant to the terms of
the respective Loan Agreement.

Bond Trustee means, with respect to each series of PC Bonds, Bankers Trust Company,
a state banking corporation organized under the laws of the State of New York, as trustee under the
Indenture pursuant to which such series of PC Bonds were issued, and its successors and assigns or
any successor trustee under such Indenture appointed in accordance with the terms thereof.

Business Day means any day other than a Saturday, Sunday or any other day on which
commercial banks in San Francisco, California or New York, New York are required or authorized
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to close by law or executive order.
Cash means legal tender of the United States of America.

Cause of Action means, without limitation, any and all actions, causes of action,

liabilities, obligations, rights, suits, damages, judgments, claims and demands whatsoever, whether
known or unknown, existing or hereafter arising, in law, equity or otherwise, based in whole or in
part upon any act or omission or other event occurring prior to the Petition Date or during the course
of the Chapter 11 Case, including through the Effective Date.

Chapter 11 Case means the case under chapter 11 of the Bankruptcy Code commenced
by the Debtor in the Bankruptcy Court on April 6, 2001 and filed under Chapter 11 Case No. 01-
30928-DM.

Chromium Litigation means the ten (10) civil actions pending in California courts

relating to chromium contamination: (i) Aguayo v. Pacific Gas and Electric Company, filed March

15, 1995 in Los Angeles County Superior Court, (ii) Aguilar v. Pacific Gas and Electric Company,

filed October 4, 1996 in Los Angeles County Superior Court, (iii) Acosta, et al. v. Betz Laboratories,

Inc., et al., filed November 27, 1996 in Los Angeles County Superior Court, (iv) Adams v. Pacific

»
Gas and Electric Company and Betz Chemical Company, filed on July 25, 2000 in Los Angeles

Superior Court, (v) Baldonado v. Pacific Gas and Electric Company, filed On October 25, 2000 in

Los Angeles Superior Court, (vi) Gale v. Pacific Gas and Electric Company, filed on January 30,

2001 in Los Angeles Superior Court, (vii) Monice v. Pacific Gas & Electric Company, filed March
15, 2001, in San Bernardino County Superior Court, (viii) Puckett v. Pacific Gas & Electric

Company, filed March 30, 2001, in Los Angeles Superior Court, (ix) Alderson, et al. v. PG&E
Corporation, Pacific Gas and Electric Company, Betz Chemical Company, et al., filed April 11,

2001, in Los Angeles Superior Court and (x) Boyd, et al. v. Pacific Gas and Electric Company, et

al., filed on May 2, 2001, in Los Angeles Superior Court.

Chromium Litigation Claims for Actual Damages means all Claims arising from the
Chromium Litigation that result in a final judgment from a court of competent jurisdiction or a
binding award, agreement or settlement payable by the Debtor or the Reorganized Debtor for
damages or other obligations other than punitive, exemplary or similar damages.
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Chromium Litigation Claims for Punitive Damages means all Claims arising from the

Chromium Litigation that results in a final judgment from a court of competent jurisdiction or a
binding award, agreement or settlement payable by the Debtor or the Reorganized Debtor for
punitive, exemplary or similar damages, other than actual damages.

Chromium Subordinated I ong-Term Notes means, collectively, the ETrans Chromium
Subordinated Long-Term Notes, the GTrans Chromium Subordinated Long-Term Notes, the Gen
Chromium Subordinated Long-Term Notes and the Reorganized Debter Chromium Subordinated
Long-Term Notes.

Claim has the meaning set forth in Section 101 of the Bankruptcy Code.

Claims Against the State means claims and actions against the State of California
resulting from actions of the State of California and the CPUC relating to the recovery of transition

costs and the filings to timely conclude that the conditions for ending the rate freeze had been

satisfied.
Class means a category of holders of Claims or Equity Interests as set forth in Articles
III and IV of the Plan.

Clerk means the clerk of the Bankruptcy Court.

Collateral means any property or interest in property of the estate of the Debtor subject
to a Lien to secure the payment or performance of a Claim, which Lien is not subject to avoidance or
otherwise invalid under the Bankruptcy Code or applicable state law.

Commercial Paper means short-term promissory notes bearing various interest rates
based on the three month London Inter Bank Offered Rate of the Debtor issued under commercial
paper dealer agreements between the Debtor and (i) Goldman Sachs & Co. dated May 30, 1997, (ii)
Bank of America National Trust and Sévings Association dated February 7, 1985, (iii) Salomon
Smith Bamey, Inc. dated November 10, 2000 and (iv) Merill Lynch, Pierce Fenner & Smith (oral
agreement).

Commercial Paper Claim means any Claim arising from Commercial Paper.

Committee means the official Committee of Unsecured Creditors appointed in the
Chapter 11 Case by the United States Trustee pursuant to Section 1102 of the Bankruptcy Code.
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The Committee is comprised of Enron Corp., Dynegy Power Marketing, Inc., P-E Berkeley, Inc.,
GWF Power Systems, L.P., Bank of America, N.A., Morgan Guaranty, Merrill Lynch, Davey Tree
Expert Co., the City of Palo Alto, California, the State of Tennessee and Pacific Investment
Management Company LLC.

Common Stock means shares of the Debtor's common stock, par value $5.00 per share.

Common Stock Equity Interests means any claim relating to the three hundred eighty
seven million, one hundred thirty five thousand, two hundred forty two (387,135,242) issued and
outstanding shares of Common Stock, each of which shares is held directly or indirectly by the
Parent.

Confirmation Date means the date on which the Clerk of the Bankruptcy Court enters
the Confirmation Order on the docket.

Confirmation Hearing means the hearing held by the Bankruptcy Court to consider
confirmation of the Plan pursuant to Section 1129 of the Bankruptcy Code, as such hearing may be
adjourned or continued from time to time.

Confirmation Order means the order of the Bankruptcy Court confirming the Plan
pursuant to Section 1129 of the Bankruptcy Code. |

Convenience Claims means any Claim of a vendor, supplier or service provider against
the Debtor (a) in the amount of $100,000 or less or (b) consentually reduced to $100,000 or less.

Creditors means holders of Allowed Claims to be satisfied pursuant to Article IV of the
Plan.

CPUC means the California Public Utilities Commission.

CPU Code means the California Public Utilities Code.

Debtor has the meaning set forth in the introduction to the Plan.

Deonr~in-PO§§e§siQn means the Debtor in its capacity as debtor-in-possession in the
Chapter 11 Case pursuant to Sections 1101, 1107(a) and 1108 of the Bankruptcy Code.

Debtor’s Articles of Incorporation means the Restated Articles of Incorporation of the
Debtor, effective as of May 6, 1998.

Debtor’s Bylaws means the Bylaws of the Debtor, as amended as of February 21, 2001.
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S ket Corpordon 15

17
18
19
20
21
22
23
24
25
26
27
28

Diablo Canyon means Diablo Canyon Power Plant.
Disbursing Agent means any Entity in its capacity as a disbursing agent under Section
5.4 of the Plan.

Disclosure Statement means the Disclosure Statement for the Plan of Reorganization

under Chapter 11 of the Bankruptcy Code for the Proponents, dated September 20, 2001, including,

without limitation, all exhibits and schedules thereto, as approved on 2001 by the

Bankruptcy Court pursuant the Disclosure Statement Order.

Disclosure Statement Order means the Order of the Bankruptcy Court issued pursuant to
Section 1125 of the Bankruptcy Code approving, among other things, the Disclosure Statement,
setting dates for the confirmation hearing and for filing objections to the Plan, and establishing
procedures for the solicitation and tabulation of votes to accept or reject the Plan.

Disputed Claim means, with reference to any Claim, proof of which was timely and
properly filed, and in such case, or in the case of an Administrative Expense Claim, any
Administrative Expense Claim or Claim which is disputed under the Plan or as to which the Debtor
has interposed a timely objection and/or request for estimation in accordance with Section 502(c) of
the Bankruptcy Code and Bankruptcy Rule 3018, which objection and/or request for e.;;timation has
not been withdrawn or determined by a Final Order, and any Claim proof of which was required to
be filed by order of the Bankruptcy Court, but as to which a proof of claim was not timely or
properly filed. A Claim that is Disputed by the Debtor as to its amount only shall be deemed
Allowed in the amount the Debtor admits owing, if any, and Disputed as to the excess.

Disputed Claim Amount means the amount set forth in the proof of claim relating to a
Disputed Claim or, if an amount is estimated in respect of a Disputed Claim in accordance with
Section 502(c) of the Bankruptcy Code and Bankruptcy Rule 3018, the amount so estimated
pursuant to an order of the Bankruptcy Court.

Distribution Record Date means ___ days prior to the Effective Date, as set forth in the
Disclosure Statement Order.

DWR means the California Department of Water Resources.

DWR Claims means any Claim arising from the DWR Comprehensive Agreement
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maturing in 2001 through 2008.

DWR Comprehensive Agreement means the Agreement between the Debtor and the
DWR effective April 22, 1982 relating to the terms of certain transmission services provided to the
DWR, together with all amendments, modifications, renewals, substitutions and replacements
thereof.

Effective Date means thirty (30) days after the later of (a) the date on which the
Confirmation Order is signed and (b) the date on which the conditions specified in Section 8.2 of the
Plan have been satisfied or waived by the Proponents.

Entity has the meaning set forth in Section 101(15) of the Bankruptcy Code.

Environmental and Tort Q]airﬁs for Actual Damages means all Claims arising from (x)
environmental cleanup or similar obligations resulting from the pollution or contamination of
property as a result of the Debtor’s former or current operations and (y) personal injury, property
damage, products liability, discrimination, employment or other similar litigation, other than the
Chromium Litigation, against the Debtor that result in a final judgment from a court of competent
jurisdiction or a binding award, agreement or settlement payable by the Debtor or the Reorganized
Debtor for damages or other obligations other than punitive, exemplary or similar damages. »

Environmental and Tort Claims for Punitive Damages means all Claims arising from (x)
environmental cleanup or similar obligations resulting from the pollution or contamination of
property as a result of the Debtor’s former or current operations and (y) personal injury, property
damage, products liability, discrimination, employment or other similar litigation, other thaﬁ the
Chromium Litigation, against the Debtor that result in a final judgment from a court of competent
jurisdiction or a binding award, agreement or settlement payable by the Debtor or the Reorganized
Debtor for punitive, exemplary or similar damages other than actual damages. |

Equity Interest means any share of Common Stock, Preferred Stock or other instrument
evidencing an ownership interest in the Debtor, whether or not transferable, and any option, warrant
or right, contractual or otherwise, to acquire any such interest.

ERISA means the Employee Retirement Income Security Act of 1974, as amended.

ESP means energy service provider.

PLAN OF REORGANIZATION
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ESP Claims means any Claim arising from PX energy credits payable by the Debtor to
ESPs.

ETrans means ETrans, LLC, a California limited liability company and a wholly-owned
subsidiary of Newco. |

ETrans Assets has the meaning set forth in Section 7.1(b) of the Plan.

ETrans Business means the Debtor's current electric transmission business.

ETrans Chromium Subordinated L ong-Term Notes means the subordinated long-term

debt securities to be issued by ETrans, the terms of which are set forth on the Summary of Terms of

Long-Term Debt.
ETrans Liabilities has the meaning set forth in Section 7.1(c) of the Plan.
ETrans Long-Term Notes means the long-term debt securities to be issued by ETrans,
the terms of which are set forth on the Summary of Terms of Long-Term Debt.
ETrans Membership Interests has the meaning set forth in Section 7.1(a) of the Plan.
ETrans New Money Notes has the meaning set forth in Section 7.1(e) of the Plan.

ETrans QUIDS Subordinated Long-Term Notes means the subordinated long-term debt

securities to be issued by ETrans, the terms of which are set forth on the Summary of Terms of

Long-Term Debt.

Exchange Act means the Securities Exchange Act of 1934, as amended.

Federal Judgment Rate means the monthly average of the one year constant maturity
Treasury yield (as provided for in Section 1961 of title 28 of the United States Code, as amended),
calculated as of the last day of each relevant month.

FPA means the Federal Power Act of 1920, as amended.

Fed. Rules Civ. Pro. means the Federal Rules of Civil Procedure.

FERC means the Federal Energy Regulatory Commission.

Filing Date means September 20, 2001.

Final Order means an order of the Bankruptcy Court, or any other court of competent
Jurisdiction, as to which the time to appeal, petition for certiorari, or move for reargument or
rehearing has expired and as to which no appeal, petition for certiorari, or other proceedings for
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reargument or fehearing shall then be pending or as to which any right to appeal, petition for
certiorari, reargue, or rehear shall have been waived in writing in form and substance satisfactory to
the Debtor or, in the event that an appeal, writ of certiorari, or reargument or rehearing thereof has
been sought, such order of the Bankruptcy Court or other court of competent jurisdiction shall ha§e
been determined by the highest court to which such order was appealed, or certiorari, reargument or
rehearing shall have been denied and the time to take any further appeal, petition for certioran or

move for reargument or rehearing shall have expired; provided, however, that the possibility that a

motion under Rule 59 or Rule 60 of the Fed. Rules Civ. Pro., or any analogous rule under the
Bankruptcy Rules or applicable state court rules of civil procedure, may be filed with respect to such
order shall not prevent such order from being a Final Order.

First and Refunding Mortgage Bonds means (i) 7.875% First and Refunding Mortgage
Bonds Series 92A due March 1, 2002, (ii) 6.250% First and Refunding Mortgage Bonds Series 93C
due August 1, 2003, (iii) 6.25% First and Refunding Mortgage Bonds Series 93G due March 1,
2004, (iv) 5.875% First and Reﬁlnding Mortgage Bonds Series 93E due October 1, 2005, (v) First
and Refunding Mortgage Bonds Series 81B due August 1, 2011, (vi) First and Refunding Mortgage
Bonds Series 91A due May 1, 2024, (vii) 8.375% First and Refunding Mortgage Bonds Series 92B
due May 1, 2025, (viii) 8.25% First and Refunding Mortgage Bonds Series 92D due November 1,
2022, (ix) 7.25% First and Refunding Mortgage Bonds Series 93A due March 1, 2026, (x) 7.25%
First and Refunding Mortgage Bonds Series 93D due August 1, 2026, (xi) 6.75% First and
Refunding Mortgage Bonds Series 93F due October 1, 2023, and (xii) 7.05% First and Refunding
Mortgage Bonds Series 93H due March 1, 2024, issued by the Debtor under the Mortgage.

Floating Rate Note Claims means any Claim arising from the Floating Rate Notes.

Floating Rate Notes means the Floating Rate Notes due October 31, 2001 issued by the
Debtor under an indenture dated as of September 1, 1987 under which The Bank of New York was
the indenture trustee on the Petition Date, together with all amendments, modifications, renewals,
substitutions and replacements thereof.

Gen means Gen, LLC, a California limited liability company and a wholly-owned
subsidiary of Newco.
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Gen-Assets has the meaning set forth in Section 7.3(b) of the Plan.

Gen Business means the Debtor's current electricity generation business.

Gen Chromium Subordinated I.ong-Term Notes means the subordinated long-term debt
securities to be issued by Gen, the terms of which are set forth on the Summary of Terms of Long-
Term Debt.

General Unsecured Claim means any Claim, including, but not limited to, (a) Revolving
Line of Credit Claims, (b) Medium Term Notes Claims, (c) Senior Note Claims, (d) F loating Rate
Note Claims, (¢) DWR Claims, (f) Southern San Joaquin Valley Power Authority Bond Claims, (g)
Claims arising from the rejection of leases of nonresidential real property and executory contracts,
(h) Claims relating to pre-petition litigation against the Debtor other than Environmental and Tort
Claims for Actual Damages, Environmental and Tort Claims for Punitive Damages, Chromium
Litigation CIaims for Actual Damages or Chromium Litigation Claims for Punitive Damages, (i)
Claims of the Debtor’s vendors, suppliers and service providers, (j) Claims relating to intercompany

obligations and (k) Commercial Paper Claims; provided, however that General Unsecured Claims

will not include any unsecured Claims included in any other class.
Gen Liabilities has the meaning set forth in Section 7.3(c) of the Plan.

Gen Long-Term Notes means the long-term debt securities to be issued by Gen, the

terms of which are set forth on the Summary of Terms of Long-Term Debt.

Gen Membership Interests has the meaning set forth in Section 7.3(a) of the Plan.

Gen New Money Notes has the meaning set forth in Section 7.3(e) of the Plan.

Gen QUIDS Subordinated Long-Term Notes means the subordinated long-term debt
securities to be issued by Gen, the terms of which are set forth on the Summary of Terms of Long-
Term Debt.

Governmental Entity means any federal, state or local governmental authority or
regulatory agenc;, authority, commission or instrumentality thereof.

GTrans means GTrans, LLC, a California limited liability company and a wholly-owned
subsidiary of Newco.

GTrans Assets has the meaning set forth in Section 7.2(b) of the Plan.
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GTrans Business means the Debtor's current interstate gas transmission business.

GTrans Chromium Subordinated Long-Term Notes means the subordinated long-term
debt securities to be issued by GTrans, the terms of which are set forth on the Summary of Terms of
Long-Term Debt.

GTrans Liabilities has the meaning set forth in Section 7.2(c) of the Plan.

GTrans Long-Term Notes means the long-term debt securities to be issued by GTrans, -
the terms of which are set forth on the Summary of Terms of Long-Term Debt.

GTrans Membership Interests has the meaning set forth in Section 7.2(a) of the Plan.

GTrans New Money Notes has the meaning set forth in Section 7.2(e) of the Plan.

GTrans QUIDS Subordinated Long-Term Notes means the subordinated long-term debt

securities to be issued by GTrans, the terms of which are set forth on the Summary of Terms of

Long-Term Debt.

H_S_R means the Hart-Scott-Rodino Antitrust Improvements Act of 1976, as amended.

Humboldt Bay means Unit 3 of the Humboldt Bay Power Plant.

Impaired means any Class of Claims or Equity Interests that is impaired within the
meaning of Section 1124 of the Bankruptcy Code. |

Indenture means, with respect to each series of PC Bonds, that certain indenture of trust
between the Issuer and the Bond Trustee pursuant to which such series of PC Bonds were issued, as
originally executed, together with all amendments, modifications, renewals, substitutions and
replacements thereof.

Intercompany Agreement has the meaning set forth in Section 4.10(b)(ii) of the Plan.

Internal Restructuring means the transactions set forth in Sections 7.1 through 7.4,
Sections 7.5(a) through 7.5(}), and Section 7.6 of the Plan.

IRS means the United States Internal Revenue Service.

Issuer means the California Pollution Control Financing Authority, a public
instrumentality and political subdivision of the State of California, organized and existing under the
Califomig Pollution Control Financing Authority Act, being Division 27 (commencing at Section
44500) of the California Health and Safety Code, as supplemented and amended.
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ISO means the California Independent System Operator.

ISO, PX and Generator Claims mean any Claim arising from amounts due to the ISO,
PX and various power generators based on purchases of electricity or ancillary services by the
Debtor in markets operated by the PX and the ISO.

Issuance Date has the meaning set forth in Section 11.2(a) of the Plan.

Letter of Credit means, with respect to each series of Letter of Credit Backed PC Bonds,

that certain irrevocable direct pay letter of credit issued by the Letter of Credit Issuing Bank for the
account of the Debtor to the Bond Trustee and delivered to the Bond Trustee in accordance with the
terms of the respective Indenture, securing, among other things, the payment of the principal of, and
interest on, the respective series of Letter of Credit Backed PC Bonds, together with all
amendments, modifications, renewals, substitutions and replacements thereof.

Letter of Credit Backed PC Bond Claims means all Claims of the Issuer, Bond Trustee
and the holders of Letter of Credit Backed PC Bonds for all amounts due and owing by the Debtor
under the Loan Agreements and each of the other PC Bond Documents executed by the Debtor in
connection with the issuance of each series of Letter of Credit Backed PC Bonds.

Letter of Credit Backed PC Bonds means collectively, any series of 96C Bonds, 96E
Bonds, 96F Bonds and/or 97B Bonds that are outstanding as of the Voting Record Date or the
Effective Date, as applicable.

Letter of Credit Issuing Bank means, with respect to each series of Letter of Credit
Backed PC Bonds, the issuer of the Letter of Credit.

Letter of Credit Bank Claims means Claims relating to (a) the contingent Claims of each
Letter of Credit Issuing Bank and the applicable Banks, if any, with respect to payments which may
become due by the Debtor under their respective Reimbursement Agreements with the Debtor in an
amount equal to the outstanding Stated Amount of each of the Letters of Credit, and (b) the Claims
of the Letter of Credit Issuing Banks and the applicable Banks, if any, for any and all accrued and
unpaid amounts due by the Debtor under their respective Reimbursement Agreements, including
amounts due as reimbursement of amounts paid by each Letter of Credit Issuing Bank under its
respective Letter of Credit to the Bond Trustee for the payment of interest on the related series of
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Letter of Credit Backed PC Bonds.
Lien has the meaning set forth in Section 101 of the Bankruptcy Code.

Loan Agreement means, with respect to each senes of PC Bonds, that certain loan

agreement by and between the Issuer and the Debtor with respect to such series of PC Bonds, as
originally executed, together with all amendments, modifications, renewals, substitutions and
replacements thereof.

Long-Term Notes means, collectively, the ETrans Long-Term Notes, the GTrans Long-

Term Notes and the Gen Long-Term Notes.

Master Separation Agreement has the meaning set forth in Section 7.6(c) of the Plan.

MBIA means MBIA Insurance Corporation.

MBIA Claims means any Claims relating to (a) the contingent Claims of MBIA with
respect to payments which may become due by the Debtor under the terms of the MBIA
Reimbursement Agreement as reimbursement for payments made by MBIA under the PC Bond
Insurance Policy, and (b) the Claims of MBIA for any and all accrued and unpaid amounts due by
the Debtor under the MBIA Reimbursement Agreement, including any and all amounts due by the
Debtor as reimbursement of amounts p;id by MBIA under the PC Bond Insurance Po]icy to the
Bond Trustee for the payment of interest on the MBIA Insured PC Bonds.

MBIA Insured PC Bond Claims means any Claims of the Issuer, Bond Trustee and the
holders of the MBIA Insured PC Bonds for all amounts due and owing by the Debtor under the Loan
Agreements and each of the other PC Bond Documents executed by the Debtor in connection with
the issuance of each series of MBIA Insured PC Bonds.

MBIA Insured PC Bonds means those certain California Pollution Control Financing
Authority, Pollution Control Revenue Bonds (Pacific Gas and Electric Company) 1996 Series A
issued by the Issuer in the aggregate principal amount of $200,000,000.

MBIA Reimbursement Agreement means that certain Reimbursement and Indemnity
Agreement, dated as of May 1, 2000, by and between the Debtor and MBIA, pursuant to which
MBIA has issued the PC Bond Insurance Policy, together with all amendments, modifications, and
renewals thereof.
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Medium Term Note Claims means any Claim arising from the Medium Term Notes.

Medium Term Notes means those certain notes bearing various interest rates from

5.810% to 8.450% due through October 7, 2013 issued by the Debtor other than the Senior Notes
and the Floating Rate Notes issued by the Debtor under an indenture dated as of September, 1987, as
amended, under which the Bank of New York was the indenture trustee on the Petition Date.

Membership Interests means, collectively, the ETrans Membership Interests, the GTrans
Membership Interests and the Gen Membership Interests.

Moody’s means Moody’s Investor Services or its successor.

Mortgage means that certain First and Refunding Mortgage dated December 1, 1920,
made by the Debtor, under which BNY Western Trust Company was trustee on the Petition Date,
together with all amendments, modifications, renewals, substitutions and replacements thereof.

Mortgage Backed PC Bonds means collectively, the 92A Bonds, the 92 B Bonds, the
93A Bonds and the 93B Bonds.

Mortgage Backed PQ.Z Bond Clajms means any Claim of the Issuer, Bond Trustee and the
holders of the Mortgage Backed PC Bonds for all amounts due and owing by the Debtor under the
Loan Agreement and each of the other PC Bond Documents executed by the Debtor in‘connection
with the issuance of each series of Mortgage Backed PC Bonds.

Mortgage Bonds means, with respect to each series of Mortgage Backed PC Bonds,
those certain first and refunding mortgage bonds made by the Debtor in favor of the Bond Trustee
pursuant to and secured by the Mortgage, in an aggregate principal amount equal to the related series
of Mortgage Backed PC Bonds.

Newco means Newco, Inc., a California corporation and initially a wholly-owned
subsidiary of the Debtor.

Newco Common Stock has the meaning set forth in Section 7.4(a) of the Plan.

New Money Notes means, collectively, the ETrans New Money Notes, the GTrans New

Money Notes, the Gen New Money Notes and the Reorganized Debtor New Money Notes.
New Mortgage Bonds means mortgage bond to be issued by the Reorganized Debtor,
the terms of which are set forth on the Summary of Terms of Long-Term Debt.
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NGA means the Natural Gas Policy Act of 1978.

NOP or Net Open Position means the Debtor’s customer electricity load requirements
that are not met by (a) the DWR’s long-term contracts or (b) the Reorganized Debtor’s generating
facilities or other long-term contracts with QFs and other providers existing as of the Effective Date.
NRC means the U.S. Nuclear Regulatory Commission.
NYSE means the New York Stock Exchange.

Other Priority Claims means any Claim, other than an Administrative Expense Claims

or a Priority Tax Claims, entitled to priority in right of payment under Section 507(a) of the
Bankruptcy Code.

Qther Securéd Claims means, among other Claims, Claims relating to mechanics” and
materialmen’s liens and secured tax Claims, as well as Secured Claims other than those Secured
Claims in Class 3a, Class 3b or Class 4a. |

PC Allocable Share means, with respect to each series of PC Bonds, that portion of the

Debtor's payment obligations arising under the related PC Bond Documents to be allocated to each
of ETrans, GTrans, Gen and the Reorganized Debtor, which shall be approximately as follows: (a)
ETrans: twenty six percent (26%); (b) GTrans: seventeen percent (17%); (c) Gen: fouﬁeen percent
(14%); and (d) Reorganized Debtor: forty three percent (43%).

PC Bond Documents means, with respect to each series of PC Bonds, the Loan
Agreement, Indenture, and all of the other documents, instruments, agreements and certificates
evidencing, securing, governing or othérwise pertaining to the respective Bond Loan or the
respective series of PC Bonds or otherwise executed and delivered by or on behalf of the Debtor in
connection with any of the foregoing, together with all amendments, modifications, renewals,
substitutions and replacements of or to any of the foregoing.

PC Bond Insurance Policy means that certain Financial Guaranty Insurance Policy

issued by MBIA with respect to the MBIA Insured PC Bonds, together with all amendments,

modifications, renewals, substitutions and replacements thereof.
PC Bonds means collectively, the Letter of Credit Backed PC Bonds, the MBIA Insured
Bonds, the Mortgage Backed PC Bonds, the Prior Bonds and the Treasury Bonds.
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Person has the meaning set forth in Section 101(41) of the Bankruptcy Code.

Petition Date means April 6, 2001, the date on which the Debtor commenced the
Chapter 11 Case.

Parent and PG&E Corporation has the meaning set forth in the introduction to the Plan.

Parent Assets has the meaning set forth in Section 7.6(a) of the Plan.

Parent Liabilities has the meaning set forth in Section 7.6(b) of the Plan.

Plan means this Plan of Reorganization under Chapter 11 of the Bankruptcy Code for
Pacific Gas and Electric Company proposed by the Proponents, dated September 20, 2001,
including, without limitation, the Plan Supplement and all exhibits, supplements, appendices and
schedules hereto, either in its present form or as the same may be altered, amended or modified from
time to time.

Plan Supplement means the documents, schedules and other instruments to be filed with
the Bankruptcy Court in accordance with Section 11.18 of the Plan.

Preferred Stock means the issued and outstanding shares of the Debtor's First Preferred
Stock, par value $25.00 per share, and the Debtor’s $100 First Preferred Stock, par value $100.00
per share. The Debtor's First Preferred Stock includes: (a) 6% First Preferred Stock, (B) 5 1/2% First
Preferred Stock, (c) 5% First Preferred Stock, (d) 5% Redeemable First Preferred, (e) 5%
Redeemable Series A, (f) 4.80% Redeemable First Preferred, (g) 4.50% Redeemable First Preferred,
(h) 4.36% Redeemable First Preferred, (i) 6.57% Redeemable First Preferred, (j) 7.04% Redeemable
First Preferred, and (k) 6.30% Redeemable First Preferred.

Preferred Stock Equity Interests means any Claim relating to the Debtor’s Preferred
Stock.

Prior Bond Claims means any Claims of the Prior Letter of Credit Issuing Banks for any
and all accrued and unpaid amounts due by the Debtor under their respective Prior Reimbursement
Agreements, including amounts due as reimbursement of amounts paid by each Prior Letter of
Credit Issuing Banks under its respective Prior Letter of Credit to the Bond Trustee for the payment
of the redemption price of the related series of Prior Bonds.

Prior Bonds means collectively, the 96B Bonds, the 96D Bonds, the 97A Bonds and the
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97C Bonds, together with any series of 96C Bonds, 96E Bonds, 96F Bonds and/or 97B Bonds that
have been redeemed in whole, but not in part, as of the Voting Record Date or the Effective Date, as
applicable.

Prior Letter of Credit means, with respect to each series of Prior Bonds, that certain
irrevocable direct pay letter of credit issued by the Prior Letter of Credit Issuing Bank for the
account of the Debtor to the Bond Trustee and delivered to the Bond Trustee in accordance with the -
terms of the respective Indenture which secured, among other things, the payment of the principal
of, and interest on, the respective series of Prior Bonds, together with all amendments,
modifications, renewals, substitutions and replacements thereof.

Prior Letter of Credit Issuing Bank means, with respect to each series of Prior Bonds,
the issuer of the Prior Letter of Credit.

Prior Reimbursement Agreement means, with respect to each series of Prior Bonds, that
certain reimbursement or other agreement between the Debtor and the Prior Letter of Credit Issuing
Bank providing, among other things, for the issuance of the related Prior Letter of Credit and the
reimbursement of the Prior Letter of Credit Issuing Bank for draws made thereunder, together with
all amendments, modifications, renewals, substitutions and replacements thereof.

Priority Tax Claim means any Claim for taxes entitled to priority in payment under
Section 507(a)(8) of the Bankruptcy Code.

Professional Compensation and Reimbursement Claims means Administrative Claims
for the compensation of professionals and reimbursement of expenses incurred by such professionals
pursuant to Sections 503(b)(2), 503(b)(3), 503(b)(4) and 503(b)(5) of the Bankruptcy Code.

Proponents means the Debtor and the Parent.

PUHCA means the Public Utility Holding Company Act of 1935, as amended.

PX means the California Power Exchange.

QFs means qualifying facilities.

QUIDS means the 7.90% Deferrable Interest Subordinated Debentures, Series A, Due
December 31, 2025 issued by the Debtor under the QUIDS Indenture, together with all amendments,
modifications, renewals, substitutions and replacements thereof.
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QUIDS Claims means all Claims arising from the QUIDS.

QUIDS Indenture means the Indenture dated as of Novembe; 28, 1995 and issued by the
Debtor to the First National Bank of Chicago, as trustee, together with all amendments,
modifications, renewals, substitutions and replacements thereof.

QUIDS Subordinated Long-Term Notes means, collectively, the ETrans QUIDS
Subordinated Long-Term Notes, the GTrans QUIDS Subordinated Long-Term Notes and the Gen
QUIDS Subordinated Long-Term Notes

Rate Recovery has the meaning set fort in Section 7.5(g) of the Plan.

Rate Recovery Litigation means Pacific Gas and Electric Co. v. Loretta Lynch, et al,,
case no. C-00-4128-SBA in the United States District Court for the Northern District of California,
or any subsequent lawsuit raising the same claims.

Refunding Bonds means, with respéct to each series of Prior Bonds, a new éeries of
revenue bonds to be issued by the Issuer (or other authorized governmental entity) for the benefit of
the Reorganized Debtor, the proceeds of the sale of which shall be loaned by the Issuer to the
Reorganized Debtor for the purpose of Raying the principal portion of the redemption price of such
series of Prior Bonds by repaying the related Reimbursement Obligation. |

Reimbursement Agreement means, with respect to each series of Letter of Credit Backed
PC Bonds, that certain reimbursement or other agreement between the Debtor and the Letter of
Credit Issuing Bank and certain other Banks, if any, that are signatories thereto providing, among
other things, for the issuance of the related Letter of Credit and the reimbursement of the Letter of
Credit Issuing Bank and certain other Banks, if any, that are signatories thereto for draws made
under such Letter of Credit, together with all amendments, modifications, renewals, substitutions
and replacements thereof.

Reimbursement Obligation means, with respect to each series of Prior Bonds, that
portion of the reimbursement obligation of the Debtor under the Prior Reimbursement Agreement
arising with respect to the portion of the final drawing made under the related Prior Letter of Credit
for the payment of the principal portion of the redemption price of the related series of Prior Bonds.

Releasees means (i) all present and former officers and di;ectors of the Debtor and the
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Parent who were directors and/or officers, respectively, on or after the Petition Date; (ii) any other
Persons who serve or served as members of management of the Debtor or the Parent on or after the
Petition Date; (iii) all present and former members of the Committee; (iv) all present and former
officers and directors and other Persons who serve or served as members of the management of any
present or former member of the Committee; and (v) all advisors, consultants or professionals of or
to the Debtor and the Parent, the Committee and the members of the Committee.

Reorganized Debtor means the Debtor, or any successor thereto by merger,
consolidation or otherwise, on and after the Effective Date, other than Newco, ETrans, GTrans or
Gen or their respective subsidiaries or afﬁliates.

Reorganized Debtor Chromium Subordinated Long-Term Notes means the subordinated
long-term debt securities to be issued by the Reorganized Debtor, the terms of which are set forth on

the Summary of Terms of Long-Term Debt.

Reorganized Debtor New Money Notes means long-term debt securities to be issued by
the Reorganized Debtor, the terms of which are set forth on the Summary of Terms of Long-Term
Debt.

Reorganized Debtor Power Purchase Agreement has the meaning set forth in Section

7.3(g) of the Plan.

Reorganized Debtor Spin-Off has the meaning set forth in Section 7.6(c) of the Plan.

Restructuring Transactions means the transactions set forth in Article VII of the Plan.

Revolving Line of Credit means the Amended and Restated Credit Agreement dated as
of December 1, 1997, as amended, as to which Bank of America National Trust and Savings
Association was the Administrative Agent on the Petition Date, together with all amendments,
modifications, renewals, substitutions and replacements thereof.

Revolving Line of Credit Claim means any Claim arising from the Revolving Line of
Credit.

RTQ means Regional Transmission Organization.

Schedules means (i) the schedule of assets and liabilities, (ii) the list of holders of Equity
Interests, (iii) the statement of financial affairs filed by the Debtor under Section 521 of the
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Bankruptcy Code and Bankruptcy Rule 1007, and (iv) all amendments and modifications thereto
through and including the date by which objections to Claims must be filed with the Bankruptcy
Court pursuant to Section 11.11 hereto.

SEC means the United States Securities and Exchange Commission.

Secured Claim means any Claim, to the extent reflected in the Schedules or a proof of
claim as a Secured Claim, which is secured by a Lien on Collateral to the extent of the value of such
Collateral, as determined in accordance with Section 506(a) of the Bankruptcy Code, or, in the event
that such Claim is subject to a permissible setoff under Section 553 of the Bankruptcy Code, to the |
extent of such permissible setoff.

Secured Claims Relating to First and Refunding Mortgage Bonds means any Claim
arising from the First and Refunding Mortgage Bonds.

Secured Claims Relating to Replaced First and Refunding Mortgage Bonds means any

Claim arising from Secured Claims against the Debtor evidenced by the Mortgage Bonds that secure
the Mortgage Backed PC Bond Claims.
Securities Act means the Securities Act of 1933, as amended.

Senior Note Claims means all Claims arising from the Senior Notes.

Senior Notes means the 7.375% Senior Notes due November 1, 2005 issued by the
Debtor under an indenture dated September 1, 1987 as amended under which The Bank of New
York was the indenture trustee on the Petition Date, together with all amendments, modifications,

renewals, substitutions and replacements thereof.

Southern San Joaquin Valley Power Authority Agreement means the Agreement

between the Debtor and the Southern San Joaquin Valley Power Authority dated as of July 1, 1997
and related Indenture of Trust dated as of November 1, 1991 between the Southern San Joaquin
Valley Power Authority and Bank of America National Trust and Savings Association as Trustee in
respect of amoun:s payable on certain bonds issued by Southern San Joaquin Power Authority
maturing in 2001 through January 1, 2013, together with all amendments, modifications, renewals,
substituti.ons and replacements thereof.

Southern San Joaquin Valley Power Authority Bond Claims means any Claim arising
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from the Southern San Joaquin Valley Power Authority Agreement.

S&P means Standard & Poor’s Rating Services, a division of The McGraw Hill
Companies, Inc., or its successor.

Stated Amount means, with respect to each Letter of Credit, the aggregate amount
available to be drawn thereunder, from time to time, in accordance with the terms thereof.

Summary of Terms of Long-Term Debt means the summary of terms of the long-term
debt securities to be issued by each of ETrans, GTrans, Gen and the Reorganized Debtor as set forth

on Exhibit 1 to the Plan.

Transmission Control Agreement means the Transmission Control Agreement dated

March 31, 1998, per the order in California Independent System Operator Cooperation, 82 FERC
761,235 (1998), together with all amendments, modifications, renewals, substitutions and
replacements thereof.

Transmission and Storage Contract has the meaning set forth in Section 7.2(g) of the
Plan.

Treasury PC Bond Claims means the Claims of the Issuer, Bond Trustee and the holders
of Treasury PC Bonds for all amounts due and owing by the Debtor under the Loan Agreements and
each of the other PC Bond Documents executed by the Debtor in connection with the issuance of
each series of Treasury PC Bonds.

Treasury PC Bonds means, collectively, the 96G Bonds and the 97D Bonds.

Trusts means trusts created to cover costs associated with the decommissioning of
Diablo Canyon and Humboldt Bay, consisting of a CPUC Jurisdictional “qualified” trust covering
both facilities, a CPUC jurisdictional “non-qualified” trust covering Humboldt Bay, and a FERC
Jurisdictional “qualified” trust covering both facilities.

Unimpaired means any Class of Claims or Equity Interests which is not Impaired.

Voting Record Date means

20__, as set forth in the Disclosure Statement

Order.
WAPA means the Western Area Power Administration, U.S. Department of Energy.
Western RTQ means a single RTO which encompasses most of the Western United
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States, including California, and potentially Canadian provinces, that are interconnected in the
region encompassed by the Western Systems Coordinating Council.

1.2 Interpretation; Application of Definitions and Rules of Construction. Wherever

from the context it appears appropriate, each term stated in either the singular or the plural shall
include both the singular and the plural, and pronouns stated in the masculine, feminine or neuter
gender shall include the masculine, feminine and neuter. Unless otherwise specified, all section,
article, schedule or exhibit references in the Plan are to the respective Section in, Article of,
Schedule to, or Exhibit to, the Plan. The words “herein,” “hereof,” “hereto,” “hereunder” and other
words of similar import refer to the Plan as a whole and not to any particular section, subsection or
clause contained in the Plan. The rules of construction contained in Section 102 of the Bankruptcy
Code shall apply to the construction of the Plan. A term used herein that is not defined herein, but
that is used in the Bankruptcy Code, shall have the meaning ascribed to that term in the Bankruptcy
Code. The headings in the Plan are for convenience of reference only and shall not limit or

otherwise affect the provisions of the Plan.

ARTICLE 11
TREATMENT OF ADMINISTRATIVE EXPENSE CLAIMS,
PROFESSIONAL COMPENSATION AND REIMBURSEMENT
CLAIMS, AND PRIORITY TAX CLAIMS

2.1 Administrative Expense Claims. Except to the extent that any entity entitled to

payment of any Allowed Administrative Expense Claim agrees to a less favorable treatment, each
holder of an Allowed Administrative Expense Claim shall receive Cash in an amount equal to such
Allowed Administrative Expense Claim on the later of the Effective Date and the date such
Administrative Expense Claim becomes an Allowed Administrative Expense Claim, or as soon
thereafter as is practicable; provided, however, that Allowed Administrative Expense Claims
representing liabilities incurred in the ordinary course of business by the Debtor-in-Possession or
liabilities arising under loans or advances to or other obligations incurred by the Debtor-in-
Possession shall be paid in full and performed by the Debtor in the ordinary course of business in
accordance with the terms and subject to the conditions of any agreements governing, instruments
evidencing or other documents relating to such transactions.
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22 Professional Compensation and Reimbursement Claims. The holders of

Professional Compensation and Reimbursement Claims shall file their respective final applications
for allowances of compensation for services rendered and reimbursement of expenses incurred
through the Effective Date by no later than the date that is ninety (90) days after the Effective Date,
or such other date as may be fixed by the Bankruptcy Court. If granted such an award by the
Bankruptcy Court, such award shall be paid in full in such amounts as are Allowed by the
Bankruptcy Court either (a) on the date such Professional Compensation and Reimbursement Claim
becomes an Allowed Professional Compensation and Reimbursement Claim, or as soon thereafter as
is practicable, or (b) upon such other terms as may be mutually agreed upon between such holder of
an Allowed Professional Compensation and Reimbursement Claim and the Debtor.
2.3 Prority Tax Claims. Except to the extent that a holder of an Allowed Priority
Tax Claim has been paid by the Debtor prior to the Effective Date or agrees to a different treatment,
each holder of an Allowed Priority Tax Claim shall receive, in full and complete settlement,
satisfaction and discharge of its Allowed Priority Tax Claim, at the sole option of the Debtor, (a)
Cash in an amount equal to such Allowged Priority Tax Claim on the later of the Effective Date and
the date such Priority Tax Claim becomes an Allowed Priority Tax Claim, or as soon thereafter as is
practicable, or (b) equal annual Cash payments in an aggregate amount equal to such Allowed
Priority Tax Claim, together with interest at a fixed annual rate equal to 8.0%, over a period through
the sixth (6th) anniversary of the date of assessment of such Allowed Priority Tax Claim, or upon
such other terms determined by the Bankruptcy Court to provide the holder of such Allowed Priority
Tax Claim deferred Cash payments having a value, as of the Effective Date, equal to such Allowed
Priority Tax Claim.
ARTICLE III
CLASSIFICATION OF CLAIMS AND EQUITY INTERESTS

Claims and Equity Interests other than Administrative Expense Claims, Professional and
Reimbursement Claims and Priority Tax Claims are classified for all purposes, including voting,

confirmation and distribution pursuant to the Plan, as follows:
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Claim/Interest

Administrative Expense Claims

Professional Compensation and Reimbursement Claims

Prionity Tax Claims
Other Priority Claims

Other Secured Claims

Secured Claims Relating to First and Refunding Mortgage Bonds
Secured Claims Relating to Replaced First and Refunding

Mortgage Bonds

Mortgage Backed PC Bond Claims

MBIA Insured PC Bond Claims

MBIA Claims

Letter of Credit Backed PC Bond Claims

Letter of Credit Bank Claims

Prior Bond Claims

Treasury PC Bond Claims

General Unsecured Claims

ISO, PX and Generator Claims

ESP Claims

Environmental and Tort Claims for Actual Damages
Environmental and Tort Claims for Punitive Damages
Chromium Litigation Claims for Actual Damages
Chromium Litigation Claims for Punitive Damages
Convenience Claims

QUIDS Claims

Preferred Stock Equity Interests

‘Common Stock Equity Interests
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ARTICLE IV
TREATMENT OF CLAIMS AND EQUITY INTERESTS

4.1  Payment of Interest. Allowed Claims shall include amounts owed with respect

to the period prior to the Petition Date and applicable interest accrued during such period. Holders
of Allowed Claims shall also be paid in Cash any accrued and unpaid interest due on the principal
amount of such Allowed Claims through the Effective Date. Except as otherwise provided herein,
any interest payable under this Section 4.1 shall be calculated at the lowest non-default rate specified
in the applicable indenture or instrument governing such Allowed Claim. Ifno such instrument
exists, or if the applicable instrument does not specify a non-default rate of interest, interest shall be
paid on the principal amount of such Allowed Claim at the Federal Judgment Rate.

4.2 Timing of Payments and Distributions.

(a)  Each of the distributions specified in this Article IV with respect to accrued
pre-petition and post-petition interest on all Allowed General Unsecured Claims, Allowed ISO, PX
and Generator Claims and Allowed ESP Claims accrued through the Confirmation Date shall be
paid within ten (10) days of the Confirmation Date, or as soon thereafter as practicablg. From the
Confimmation Date through the earlier of (i) certain events affecting the Plan and (ii) the Effective
Date, each of the distributions specified in this Article IV with respect to interest on all Allowed
General Unsecured Claims, Allowed ISO, PX and Generator Claims and Allowed ESP Claims
accrued after the Confirmation Date shall be paid in arrears on a quarterly basis; provided, however,
the amounts paid pursuant to this Secﬁon 4.2(a) on account of post-petition interest may be re-
characterized, in the sole discretion of the Proponents, in the event certain events occur.

(b) - Except as set forth in Section 4.2(a) above and except to the extent a holder
of an Allowed Claim or Equity Interest as of the Distribution Record Date has otherwise been paid
all or a portion of such holders Allowed Claim or Equity Interest prior to the Effective Date, each of
the distributions specified in this Article IV with respect to each Allowed Claim or Equity Interest
shall (i) occur on the later of the Effective Date, the date such Allowed Claim or Equity Interest
becomes an Allowed Claim or Equity Interest or as soon thereafter as is practicable, and (ii) be in

full and complete settlement, satisfaction and discharge of such Allowed Claim or Equity Interest.

PLAN OF REORGANIZATION
227-




L= VS B S

~N Oy o

4.3  (Class 1 - Other Priority Claims.

(a) Distributions. Each holder of an Allowed Other Priority Claim, if any
exist, shall be paid in full, in Cash, on the later of Effective Date and the date its Other Priority
Claim becomes an Allowed Claim, or as soon thereafter as is practicable.

(b) Impairment and Voting. Class 1 is unimpaired by the Plan. Each holder of
an Allowed Other Priority Claim is conclusively presumed to have accepted the Plan and is not

entitled to vote to accept or reject the Plan.

44  (Class 2 - Other Secured Claims.
(a) Distributions/Reinstatement of Claims. Each holder of an Allowed Other

Secured Claim shall, at the option of the Debtor, (i) be reinstated and rendered unimpaired in
accordance with Section 1124(2) of the Bankruptcy Code or (ii) receive Cash in an amount equal to
such Allowed Other Secured Claim, including any interest on such Allowed Other Secured Claim
required to be paid pursuant to Section 506(b) of the Bankruptcy Code, on the later of the Effective
Date and the date such Other Secured Claim becomes an Allowed Other Secure Claim, or as soon
thereafter as is practicable.

(b) Impairment and Voting. Class 2 is unimpaired by the Plan. Each holder of

an Allowed Other Secured Claim is conclusively presumed to have accepted the Plan and is not
entitled to vote to accept or reject the Plan.
4.5 lass 3a - Secured Claims Relating to First and Refunding Morteage Bonds.

(@) Allowance. The Secured Claims Relating to First and Refunding
Mortgage Bonds shall be deemed Allowed Secured Claims Relating to First and Refunding
Mortgage Bonds in the amounts set forth in Schedule 4.5 to the Plan Supplement.

(b) Distributions. Each holder of an Allowed Secured Claim Relating to First
and Refunding Mortgage Bonds shall receive Cash in an amount equal to one hundred percent
(100%) of such Allowed Claim. Allowed Secured Claims Relating to First and Refunding Mortgage
Bonds shall not include any prepayment or other penalties associated with the repayment of First
and Refunding Mortgage Bonds.

(c) Liens. All existing liens securing the Allowed Secured Claims Relating to
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First and Refunding Mortgage Bonds shall be extinguished as of the Effective Date.

(d) Impairment and Voting. Class 3a is impaired by the Plan. Each holder of
an Allowed Secured Claim Relating to First and Refunding Mortgage Bonds is entitled to vote to
accept or reject the Plan.

4.6 Class 3b - Secured Claims Relating to Replaced First and Refunding Morteage

Bonds.

(a) Allowance. The Secured Claims Relating to Replaced First and Refunding
Mortgage Bonds shall be deemed Allowed Secured Claims Relating to Replaced First and
Refunding Mortgage Bonds in the amounts set forth in Schedule 4.6 to the Plan Supplement.

(b) Distributions. Each series of Mortgage Bond shall be replaced with New
Mortgage Bonds. Each holder of a Mortgage Bond shall receive an amount in Cash equal to any and
all accrued and unpaid interest owed to such holder in respect to such Mortgage Bond in accordance
with the terms thereof to and including the last scheduled interest payment date preceding the
Effective Date.

(c) Liens. The property transferred by the Debtor to ETrans, GTrans, Gen,
Newco, the Parent and their respective .subsidiaries and affiliates or sold by the Debtor'pursuan't to
Article VII of the Plan shall be released from the lien of the Mortgage. As of the Effective Date, the
New Mortgage Bonds shall be the only debt outstanding under the Mortgage.

(d) Impairment and Voting. Class 3b is impaired by the Plan. Each holder of
an Allowed Secured Claim Relating to Replaced First and Refunding Mortgage Bonds is entitled to
vote to accept or reject the Plan.

4.7  Class 4a - Mortgage Backed PC Bond Claims.

(a) Allowance. The Mortgage Backed PC Bond Claims shall be deemed
Allowed Mortgage Backed PC Bond Claims in the amounts set forth on Schedule 4.7 to the Plan
Supplement.

(b) Distributions.

A (1) Each series of Mortgage Backed PC Bonds shall remain
outstanding. To the extent such payments are not made or provided for by the payment of Class 3b
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Claims to or for the benefit of the Bond Trustee, each holder of a Mortgage Backed PC Bond shall
receive Cash in an amount equal to any and all accrued and unpaid interest owed to such holder in
respect of such Mortgage Backed PC Bond in accordance with the terms thereunder to and including
the last scheduled interest payment date preceding the Effective Date. All unpaid fees and expenses
of the Issuer and Bond Trustee due and owing under the applicable Loan Agreements shall be paid
in Cash. The Reorganized Debtor shall continue to be solely liable for the Debtor’s obligations
under the PC Bond Documents related to the Mortgage Backed PC Bonds.

(i)  With respect to any property transferred by the Debtor to ETrans,
GTrans or Gen pursuant to the terms of the Plan, the acquisition or construction of which was
financed or refinanced with the proceeds of a series of Mortgage Backed PC Bonds, the transferee
shall assume the obligation to perform, satisfy and/or comply with those terms, covenants,
conditions or obligations under the related PC Bond Documents arising from and after the Effective
Date which are to be observed, performed, satisfied or complied with by the owner or operator of the
“Project” (as described therein) or any portion thereof which is then owned or controlled by such
party, including, without limitation, (A) any obligation to maintain such Project or portion thereof
and its other assets and to timely pay any taxes, governmental charges, assessments, insﬁrance
premiums or other costs or expenses related thereto, (B) the obligation to comply with all
restrictions on the use of such Project or portion thereof set forth in the related PC Bond Documents,
and (C) the obligation to refrain from taking any action or permitting any action to be taken with
respect to such Project or portion thereof that could cause interest on the related series of PC Bonds
to become includable in the gross income of the holders thereof for federal income tax purposes.

(1))  On or prior to the Effective Date, with respect to each series of
Mortgage Backed PC Bonds, the Reorganized Debtor, the Issuer and Bond Trustee shall receive an
opinion of the original bond counsel to the effect that the transactions set forth in the Plan with
respect to each series of Mortgage Backed PC Bonds and the execution and delivery of any releases,
amendments or other agreements in connection therewith will not, in and of themselves, cause
interest on such series of Mortgage Backed PC Bonds to become includable in the gross income of
the holders thereof for federal income tax purposes.
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- () Impairment and Voting. Class 4a is impaired by the Plan. Each holder of
an Allowed Mortgage Backed PC Bond Claim is entitled to vote to accept or reject the Plan.
4.8  Class 4b — MBIA Insured PC Bond Claims.
(a) Allowance. The MBIA Insured PC Bond Claims shall be deemed A]low.ed
MBIA Insured PC Bond Claims in the amounts set forth on Schedule 4.8 to the Plan Supplement. |
(b) Distributions.

(i) The MBIA Insured PC Bonds shall remain outstanding. Each
holder of a MBIA Insured PC Bond shall receive Cash in an amount equal to any and all accrued
and unpaid interest owed to such holder in fespect of such MBIA Insured PC Bond in accordance
with the terms of the respective MBIA Insured PC Bond, to and including the last scheduled interest
payment date preceding the Effective Date. All unpaid fees and expenses of the Issuer and Bond
Trustee due and owing under the Loan Agreement shall also be paid in Cash. The Reorganized
Debtor shall continue to be solely liable for the Debtor’s obligations under the PC Bond Documents
related to the MBIA Insured PC Bonds.

) (ii) With respect to any property transferred by the Debtor to ETrans,
GTrans or Gen pursuant to the terms of the Plan, the acquisition or construction of which was
financed or refinanced with the proceeds of a series of MBIA Insured PC Bonds, the transferee shall
assume the obligation to perform, satisfy and/or comply with those terms, covenants, conditions or
obligations under the related PC Bond Documents arising from and after the Effective Date which
are to be observed, performed, satisﬁe& or complied with by the owner or operator of the “Project”
(as described therein) or any portion thereof which is then owned or controlled by such party,
including, without limitation, (A) any obligation to maintain such Project or portion thereof and its
other assets and to timely pay any taxes, governmental charges, assessments, insurance premiums or
other costs or expenses related thereto, (B) the obligation to comply with all restrictions on the use
of such Project or i)ortion thereof set forth in the related PC Bond Documents, and (C) the obligation
to refrain from taking any action or permitting any action to be taken with respect to such Project or
portion th;reof that could cause interest on the related series of PC Bonds to become includable in
the gross income of the holders thereof for federal income tax purposes.
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(i) On or prior to the Effective Date, the Reorganized Debtor, the
Issuer and the Bond Trustee shall receive an opinion of the original bond counsel to the effect that
the transactions set forth in the Plan with respect to the MBIA Insured PC Bonds and the execution
and delivery of any releases, amendments or other agreements in connection therewith will not, in'
and of themselves, cause interest thereon to become includable in the gross income of the holders
thereof for federal income tax purposes.

(c) Impairment and Voting. Class 4b is impaired by the Plan. Each holder of
an Allowed MBIA Insured PC Bond Claim is entitled to vote to accept or reject the Plan.

49  Class 4c — MBIA Claims.

(a) Allowance. The MBIA Claims shall be deemed Allowed MBIA Claims in
the amounts set forth on Schedule 4.9 to the Plan Supplement. _

(b) Distributions. Each holder of an Allowed MBIA Claim shall recei&e Cash
equal to its pro rata share of the aggregate amount paid by MBIA to the Bond Trustee with respect to
the payment of interest on the MBIA Insured PC Bonds during the period from the Petition Date to
and including the last scheduled interest payment date preceding the Effective Date, together with its
pro rata share of ail other amounts due and owing to MBIA under the terms of the MBIA
Reimbursement Agreement through the Effective Date, including interest due on such amounts to
the extent provided in the MBIA Reimbursement Agreement at the non-default rate. The
Reorganized Debtor shall continue to be solely liable under the MBIA Reimbursement Agreement.

(c) Impairment and Voting. Class 4c is impaired by the Plan. Each holder of
an Allowed MBIA Claim is entitled to vote to accept or reject the Plan.

4.10 Class 4d — Letter of Credit Backed PC Bond Claims.

(@) Allowance. The Letter of Credit Backed PC Bond Claims shall be deemed
Allowed Letter of Credit Backed PC Bond Claims in the amounts set forth on Schedule 4.10 to the
Plan Supplement.

(b) Distributions.

(i) The Letter of Credit Backed PC Bonds shall remain outstanding.
Each holder of a Letter of Credit Backed PC Bond shall receive Cash in an amount equal to any and
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all accrued and unpaid interest owed to such Holder in respect of such Letter of Credit Backed PC
Bond in accordance with the terms thereof to and including the last scheduled interest payment date
preceding the Effective Date. All unpaid fees and expenses of the Issuer and Bond Trustee due and
owing under the Loan Agreements shall also be paid in Cash. With respect to each series of Letter.
of Credit Backed PC Bonds, the applicable Loan Agreement(s) and related PC Bond Documents
shall be modified on the Effective Date to provide that the Reorganized Debtor, ETrans, GTrans and-
Gen shall each be severally, but not jointly, liable for its PC Allocable Share of the payment
obligations of the Debtor under the original Loan Agreement arising from and after the Effective
Date.

(ii) With respect to each series of Letter of Credit Backed PC Bonds
the Reorganized Debtor, ETrans, GTrans and Gen will enter into an intercompany agreement (each
an “Intercompany Agreement”) which will provide, among other things that, in the event that the
Reorganized Debtor, ETrans, GTrans or Gen shall fail to pay its PC Allocable Share of any payment
obligation due under the related PC Bond Documents or due by such party under the related
Reimbursement Agreerﬁent as set forth herein or shall fail to perfoﬁn any other act required under
the terms of the related PC Bond Documents or Reimbursement Agreement, then any non-defaulting
party shall have the right, but not the obligation, to make such payment or perform such act for the
account of and at the expense of the defaulting party. All such sums paid or expended by the non-
defaulting party, together with interest thereon at [twice the applicable PC Bond rate], shall be paid
by the defaulting party to such non-defaulting party on demand. The Intercompany Agreement will
also provide that the making of any election, the granting of any consent or the taking of any
discretionary act required or permitted to be made or taken by the borrower or account party under
the terms of the related PC Bond Documents or the related Reimbursement Agreement shall be -
made or taken only upon the unanimous written consent of the Reorganized Debtor, ETrans, GTrans
and Gen.

(iii) With respect to any property transferred by the Debtor to ETrans,
GTrans or Gen pursuant to the terms of the Plan, the acquisition or construction of which was
financed or refinanced with the proceeds of a series of Letter of Credit Backed PC Bonds, the
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transferee shall assume the obligation to perform, satisfy and/or comply with those terms, covenants,
conditions or obligations under the related PC Bond Documents arising from and after the Effective
Date which are to be observed, performed, satisfied or complied with by the owner or operator of the
“Project” (as described therein) or any portion thereof which is then owned or controlled by such -.
party, including, without limitation, (A) any obligation to maintain such Project or portion thereof |
and its other assets and to timely pay any taxes, governmental charges, assessments, insurance
premiums or other costs or expenses related thereto, (B) the obligation to comply with all
restrictions on the use of such Project or portion thereof set forth in the related PC Bond Documents,
and (C) the obligation to refrain from taking any action or permitting any action to be taken with
respect to such Project or portion thereof that could cause interest on the related series of PC Bonds
to become includable in the gross income of the holders thereof for federal income tax purposes.

() Impairment and Voting. Class 4d is impaired by the Plan. Each holder of
an Allowed Letter of Credit Backed PC Bond Claim is entitled to vote to accept or reject the Plan.

4.11  Class 4e — Letter of Credit Ban k Claims.
o (@) Allowance. The Letter of Credit Bank Claims shall be deemed Allowed
Letter of Credit Bank Claims in the am.ounts set forth on Schedule 4.11 to the Plan Supplement.

(b) Distributions. Each holder of an Allowed Letter of Credit Bank Claim
shall receive Cash in an amount equal to its pro rata share of the aggregate amount paid by the
respective Letter of Credit Issuing Bank to the respective Bond Trustee under the terms of the
applicable Letter of Credit with respect to the payment of the interest on the Letter of Credit Backed
PC Bonds to which such Letter of Credit Issuing Bank Claim relates during the period from the
Petition Date to and including the last scheduled interest payment date on such Letter of Credit
Backed PC Bonds preceding the Effective Date, together with its pro rata share of all other amounts
then due and owing to the respective Letter of Credit Issuing Bank and the applicable Banks, if any,
under the terms of the respective Reimbursement Agreement through the Effective Date, including -
interest due on such amounts to the extent provided in the respective Reimbursement Agreement at
the non-default rate. Each Reimbursement Agreement between the Debtor and a Letter of Credit
Issuing Bank and the applicable Banks, if any, shall be modified on the Effective Date to provide
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that the Reorganized Debtor, ETrans, GTrans and Gen shall each be severally, but not jointly, liable
for its PC Allocable Share of the payment obligations of the Debtor to such Letter of Credit Issuing
Bank and the applicable Barks, if any, under the original Reimbursement Agreement arising from
and after the Effective Date. Each Letter of Credit Issuing Bank shall extend the expiration date of
its outstanding Letter(s) of Credit to a date five (5) years after the Effective Date. On the Effective |
Date, ETrans, Gtrans, Gen and the Reorganized Debtor will enter into an Intercompany Agreement
with respect to each Reimbursement Agreement.

(c) Impairment and Voting. Class 4e is impaired by the Plan. Each holder of
an Allowed Letter of Credit Bank Claim is entitled to vote to accept or reject the Plan.

412 Class 4f — Prior Bond Claims.

(a) Allowance. The Prior Bond Claims shall be deemed Allowed Prior Bond
Claims in the amounts set forth on Schedule 4.12 to the Plan Supplement. |

(b) Distributions. Each holder of an Allowed Prior Bond Claim shall receive
Cash in an amount equal to its pfo rata share of (i) the accrued and unpaid interest due on the
outstanding Reimbursement Obligation of the Debtor to such holder under the respective Prior
Reimbursement Agreement in accordance with the terms thereof to and including the Effective Date,
(ii) all other amounts (other than the Reimbursement Obligation) due and owing to the respective
Prior Letter of Credit Issuing Bank under the terms of the respective Prior Reimbursement
Agreement through the Effective Date at the non-default rate and (iii) sixty percent (60%) of such
outstanding Reimbursement Obligation. Each Prior Reimbursement Agreement between the Debtor
and a Prior Letter of Credit Issuing Bank shall be modified on the Effective Date to provide that the
Reorganized Debtor shall remain solely liable thereunder for the remaining forty percent (40%) of
the respective Reimbursement Obligation which shall be payable in ten (10) years and bear interest
at the same rate as the Reorganized Debtor’s notes with a ten (10) year maturity, unless and until
Refunding Bonds are issued with respect thereto secured by, among other things, a new letter of
credit issued by such Prior Letter of Credit Issuing Bark, all in form and content and upon terms and
conditioqs satisfactory to the Reorganized Debtor.

() Impairment and Voting. Class 4f is impaired by the Plan. Each holder of
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an Allowed Prior Bond Claim is entitled to vote to accept or reject the Plan.
4.13 lass 4g — Treasury PC Bond Claims.
(@) Allowance. The Treasury PC Bond Claims shall be deemed Allowed
Treasury PC Bond Claims in the amounts set forth on Schedule 4.13 to the Plan Supplement.
(b) Distributions.

(i) Each Allowed Treasury PC Bond Claim shall be reinstated and
rendered unimpaired in accordance wifh Section 1124 of the Bankruptcy Code. Each series of
Treasury PC Bonds will remain outstanding. The Debtor’s obligations under PC Bond Documents
related to the Treasury PC Bonds shall remain solely the obligation of the Reorganized Debtor.

Each holder of a Treasury PC Bond shall receive Cash in dn amount equal to any and all accrued and
unpaid interest owed to such holder with respect to such Treasury PC Bond in accordance with the
terms thereof to and including the last scheduled interest payment date preceding the Effective Date.
All unpaid fees and expenses of the Issuer and Bond Trustee due and owing under the Loan
Agreements shall also be paid in Cgsh. _

(i) With respect to”almy property transferred by the Debtor to ETrans,
GTrans or Gen pﬁrsuant to the terms of the Plan, the acquisition or construction of which was
financed or refinanced with the proceeds of a series of Treasury PC Bonds, the transferee shall
assume the obligation to perform, satisfy and/or comply with those terms, covenants, conditions or
obligations under the related PC Bond Documents arising from and after the Effective Date which
are to be observed, performed, satisﬁcd or complied with by the owner or operator of the “Project”
(as described therein) or any portion thereof which is then owned or controlled by such party,
including, without limitation; (A) any obligation to maintain such Project or portion thereof and its
other assets and to timely pay any taxes, governmental charges, assessments, insurance premiums or
other costs or expenses related thereto, (B) the obligation to comply with all restrictions on the use
of such Project or portion thereof set forth in the related PC Bond Documents, and (C) the obligation
to refrain from taking any action or permitting any action to be taken with respect to such Project or
portion thereof that could cause interest on the related series of PC Bonds to become includable in
the gross income of the holders thereof for federal income tax purposes.
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(iii)  On the Effective Date, the Reorganized Debtor, the Issuer, and the
Bond Trustee shall receive an opinion of the original bond counsel to the effect that the transactions
set forth in the Plan with respect to the Treasury PC Bonds and the execution and delivery of any
releases, amendments or other agreements in connection thererith will not, in and of themselves, '
cause interest thereon to become includable in the gross income of the holders thereof for federal
income tax purposes.

(c) Impairment and Voting. Class 4g is unimpaired by the Plan. Each holder
of an Allowed Treasury PC Bond Claim is conclusively presumed to have accepted the Plan and is
not entitled to vote to accept or reject the Pian.

414 lass 5 - General Unsecured Claims.

(a) Distributions. Each holder of an Allowed General Unsecured Claim shalii"
receive (i) Cash in an amount equal to sixty percent (60%) of such Allowed Claim and (ii) Long-
Term Notes having an aggregate face value equal to forty percent (40%) of such Allowed Claim. In
addition, each holder of an Allowed General Unsecured Claim shall receive its pro rata share of a
$40 million placement fee to be divided among holders of Allowed Claims in Classes 5, 6, 7 and 9a.

'(b) Impairment and Voting. Class 5 is impaired by the Plan. Each holder of
an Allowed General Unsecured Claim is entitled to vote to accept or reject the Plan.
4.15 lass 6 — PX and erator Claim

(a) Distributions. Each holder of an Allowed ISO, PX and Generator Claim
shall receive (i) Cash in an amount equal to sixty percent (60%) of the amount of such Allowed
Claim and (ii) Long-Term Notes having an aggregate face value equal to forty percent (40%) of the
amount of such Allowed Claim. In addition, each holder of an Allowed ISO, PX and Generator
Claim shall receive its pro rata share of a $40 million placement fee to be divided among holders of
Allowed Claims in Classes 5, 6, 7 and 9a.

(b) Impairment and Voting. Class 6 is impaired by the Plan. Each holder of
an Allowed ISO, PX and Generator Claim is entitled to vote to accept or reject the Plan.

- 4.16 Class 7 - ESP Claims.
| (a) Distributions. Each holder of an Allowed ESP Claim shall receive (i) Cash
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in an amount e-dual to sixty percent (60%) of the amount of such Allowed Claim and (ii) Long-Term
Notes having an aggregate face value equal to forty percent (40%) of the amount of such Allowed
Claim. In addition, each holder of an Allowed ESP Claim shall receive its pro rata share of a $40
million placement fee to be divided among holders of Allowed Claims in Classes 5, 6, 7 and 9a.
" (b) Impairment and Voting. Class 7 is impaired by the Plan. Each holder of
an Allowed ESP Claim is entitled to vote to accept or reject the Plan.

4.17 Class 8a— Environmental and Tort Claims for Actual Damages.

(a) Distributions. Each Allowed Environmental and Tort Claim for Actual
Damages shall be satisfied in full in the ordinary course of business at such time and in such manner
as ETrans, GTrans, Gen or the Reorganized Debtor, as the case may be, is obligated to satisfy such
Allowed Claim under applicable law.

(b) Impairment and Voting. Class 8ais unimpaired by the Plan. Each holder
of an Allowed Environmental and Tort Claim for Actual Damages is conclusively presumed to have
accepted the Plan and is not entitled to vote to accept or reject the Plan.

4.18 Class 8b — Environmental and Tort Claims for Punitive Damages.
| (a) Distributions. Each Allowed Environmental and Tort Claim for Punitive
Damages shall be satisfied in full in the ordinary course of business at such time and in such manner
as ETrans, GTrans, Gen or the Reorganized Debtor, as the case may be, is obligated to satisfy such
Allowed Claim under applicable law.

(b) Impairment and Voting. Class 8bis unimpaired by the Plan. Each holder
of an Allowed Environmental and Tort Claim for Punitive Damages is conclusively px_’esumed to
have accepted the Plan and is not entitled to vote to accept or reject the Plan.

4.19 lass 9a — Chromium Litigation Claims for Actual D

(a) Distributions. On the later of the Effective Date and such date as an
Allowed Chromium Litigation Claim for Actual Damages becomes due and payable, each holder of *
an Allowed Chromium Litigation Claim for Actual Damages shall receive (i) Cash in an amount
equal to sixty percent (60%) of such Allowed Claim and (ii) Long-Term Notes having an aggregate
face value equal to forty percent (40%) of such Allowed Claim. In addition, each holder of an
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Allowed Chromium Litigation Claim for Actual Damages shall receive its pro rata share of a $40
million placement fee to be divided among holders of Allowed Claims in Classes 5, 6, 7 and 9a.
The aggregate after-tax amount of any Allowed Chromium Litigation Claim for Actual Damages
shall be divided among ETrans, GTrans, Gen and the Reorganized Debtor approximately as follows:
twelve and one-half percent (12.5%); twelve and one-half percent (12.5%); twenty-five percent
(25%); and fifty percent (50%), respectively.

(b) Impairment and Voting. Class 9ais impaired by the Plan. Each holder of
an Allowed Chromium Litigation Claim for Actual Damages is entitled to vote to accept or reject
the Plan. |

420 Class 9b — Chromium Litigation Claims for Punitive Damages.

(a) Distributions. On the later of the Effective Date and such date as an
Allowed Chromium Litigation Claim for Punitive Damages becomes due and payable, each holder
of an Allowed Chromium Litigation Claim for Punitive Damages shall receive Chromium
Subordinated Long-Term Notes having an aggregate face value equal to one hundred percent
(100%) of such Allowed Claim. In adéition, each holder of an Allowed Chromium Litigation Claim
for Punitive Daméges shall receive its pro rata share of a $40 million placement fee to be divided
among holders of Allowed Claims in Classes 5, 6, 7 and 9a. The aggregate after-tax amount of any
Allowed Chromium Litigation Claim for Punitive Damages shall be divided among ETrans, GTrans,
Gen and the Reorganized Debtor approximately as follows: twelve and one-half percent (12.5%);
twelve and one-half percent (12.5%); twenty-five percent (25%); and fifty percent (50%)
respectively.

(b) Impairment and Voting. Class 9b is impaired by the Plan. Each holder of
an Allowed Chromium Litigation Claim for Punitive Damages is entitled to vote to accept or reject
the Plan.

421 Class 10 — Convenience Claims.

(a) Distributions. Each holder of an Allowed Convenience Claim shall receive
Cash in an amount equal to one hundred percent (100%) of such Allowed Claim.

(b) Impairment and Voting. Class 10 is unimpaired by the Plan. Each holder
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of an Allowed-Convenience Claim is conclusively presumed to have accepted the Plan and is not
entitled to vote to accept or reject the Plan.
422 (Class 11 — QUIDS Claims.

(a) Allowance. The QUIDS Claims shall be deemed Allowed QUIDS Clajmg
in the aggregate principal amount set forth in Schedule 4.22, plus all accrued and unpaid interest as
of the Petition Date at the non-default rate of interest specified in the QUIDS Indenture.

(b) Distributions. Each holder of an Allowed QUIDS Claim shall receive (i)
Cash in an amount equal to accrued but unpaid interest on the principal amount of such Allowed
Claim from January 1, 2001 to the Effective Date and (ii) QUIDS Subordinated Long-Term Notes
having an aggregate face value equal to one hundred percent (100%) of such Allowed Claim
(excluding the pre-petition interest portion of the Allowed Claim to be paid in Cash pursuant to
Section 4.22(b)(i) of the Plan).

(c) Impairment and Voting. Class 11 is impaired by the Plan. Each holder of
an Allowed QUIDS Claim is entitled to vote to accept or reject the Plan.

423 Class 12 - Preferred Stock Equity Interests.

.(a) Treatment. Each holder of a Preferred Stock Equity Interest shall retain its
Preferred Stock in the Reorganized Debtor and shall receive in Cash any dividends and sinking fund
payments accrued in respect of such Preferred Stock through the last scheduled payment date prior
to the Effective Date.

(b) Impairment and Voting. Class 12 is impaired by the Plan. Each holder of
an Allowed Preferred Stock Equity Interest is entitled to vote to accept or reject the Plan.

- 424 Class 13 - Common Stock Equity Interests.

(a) Treatment. Each holder of a Common Stock Equity Interest shall retain its
Common Stock in the Debtor, but the Common Stock directly held by the Parent shall be distributed
by the Parent to the shareholders of the Parent pursuant to the Plan Supplement.

(b) Impairment and Voting. Class 13 is impaired by the Plan. Each holder of

an Allowed Common Stock Equity Interest is entitled to vote to accept or reject the Plan.
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4:25-  Allocation of Long-Term Notes ubordinated [.ong-Term Notes and
Chromium Subordinated Long-Term Notes.
(a) To the extent the Plan provides for the satisfaction of a portion of an
Allowed Claim in the form of Long-Term Notes, the aggregate amount of such Long-Term Notes -
shall be divided among each of the following entities approximately as follows:
(i) ETrans: twelve percent (12%);
(i1) GTrans: fifteen percent (15%); and
(iii)) Gen: seventy-three percent (73%).
(b) To the extent the Plan provides for the satisfaction of a portion of an
Allowed Claim in the form of QUIDS Subordinated Long-Term Notes, the aggregate amount of
such QUIDS Subordinated Long-Term Notes shall be divided among each of the following entities
approximately as follows:
(1) ETrans: twenty-seven and one-half percent (27.5%);
(ii) GTrans: nineteen and eight-tenths percent (19.8%); and
(ili) Gen: fifty-two and seven-tenths percent (52.7%).
| (¢) To the extent the Plan provides for the satisfaction of a portion of an
Allowed Claim in the form of Chromium Subordinated Long-Term Notes, the aggregate amount of
such Chromium Subordinated Long-Term Notes shall be divided among each of the four (4) entities
approximately as follows: |
@) BTraﬁs: twelve and one-half percent (12.5%);
(ii) GTrans: twelve and one-half percent (12.5%);
(iii) Gen: twenty-five percent (25%); and
(iv) Reorganized Debtor: fifty percent (50%).‘
4.26 . Tax Treatment. To the extent that, in the Proponents discretion, adjustments are
required in terms of the nature or terms of consideration to be distributed to holders of Allowed
Claims pursuant to this Article IV in order to obtain the desired tax treatment, such adjustments shall

be made i_n accordance with Section 11.11 of the Plan.
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ARTICLE Y
PROVISIONS REGARDING VOTING AND DISTRIBUTIONS UNDER
THE PLAN AND TREATMENT OF DISPUTED, CONTINGENT AND

UNLIQUIDATED ADMINISTRATIVE EXPENSE CLAIMS AND
CLAIMS

5.1  Voting of Qlaiﬁls. Each holder of record as of the Voting Record Date of an
Allowed Claim or Equity Interest in an Impaired Class of Claims or Equity Interests set forth in
Article IV of the Plan shall be entitled to vote separately with regard to each Impaired Class of
Claims or Equity Interests held by such holder to accept or reject the Plan as provided in the
Disclosure Statement Order.

5.2  Elimination of Vacant Classes. Any Class of Claims that is not occupied as of
the Commencement Date of the Confirmation Hearing by an Allowed Claim or a Claim temporarj';;
allowed under Bankruptcy Rule 3018 shall be deemed eliminated from the Plan for purposes of
voting to accept or reject the Plan and for purposes of determining acceptance or rejection of the
Plan by such Class pursuant to Section 1129(a)(8) of the Bankruptcy Code.

5.3  Nonconsensual Confirmation. If any Impaired Class of Claims or Equity
Interests entitled to vote shall not accept the Plan by the requisite statutory majorities provided in
Section 1126(c) of the Bankruptcy Code, the Debtor reserves the right to amend the Plan in
accordance with Section 11.11 hereof or to undertake to have the Bankruptcy Court confirm the Plan
under Section 1129(b) of the Bankruptcy Code, or both.

5.4 d istributi nde

(a) Disbursing Agent. All distributions under the Plan shall be made by the
Debtor as Disbursing Agent or such other entity designated by the Debtor as Disbursing Agent. A
Disbursing Agent shall not be required to provide any bond, surety or other security for the
performance of its duties, unless otherwise ordered by the Bankruptcy Court; and, in the event that a
Disbursing Agent is so otherwise ordered, all costs and expenses of procuring any such bond, surety -
or other security shall be borne by the Debtor.

(b) Distributions Ide f the Distributi ecord Date.

(i) Subject to Bankruptcy Rule 9010, all distributions under the Plan
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shall be made to the holder of each Allowed Claim or Equity Interest at the address of such holder as
listed on the Schedules as of the Distribution Record Date, unless the Debtor has been notified in
writing of a change of address, including, without limitation, by the filing of a timely proof of Claim
or Equity Interest by such holder that provides an address for such holder different from the addréss
reflected on the Schedules. |

(ii) As at the close of business on the Distribution Record Date, the
claims register and records of the stock transfer agent shall be closed, and there shall be no further
changes in the record holder of any Claim or Equity Interest. The Debtor shall have no obligation to
recognize any transfer of any Claim or Equity Interest occurring after the Distribution Record Date.
The Debtor shall instead be authorized and entitled to recognize and deal for all purposes of the Plan
with only those record holders stated on the claims register or the records of the stock transfer agent
as of the close of business on the Distribution Record Date.

(c) Distributions of Cash. Any payment of Cash made by the Debtor pursuant
to the Plan shall, at the Debtor’s option, be made by check drawn on a domestic bank or wire
transfer.

' (d) Timing of Distributions. Except as otherwise set forth in the Plan,
payments and distributions to holders of Allowed Claims or Equity Interests on the Effective Date
shall be made on the Effective Date, or as soon thereafter as is practicable. Any payment or
distribution required to be made under the Plan on a day other than a Business Day shall be made on
the next succeeding Business Day.

(¢)  Allocation of Plan Distributions. All distributions in respect of Allowed
Claims shall be allocated first to the portion of such Claims representing interest (as determined for
federal income tax purposes), second to the original principal amount of such Claims (as determined
for federal income tax purposes), and any excess to the remaining portion of such Claims.

() Minimum Distributions. No payment of Cash less than one hundred
dollars ($100) shall be made by the Debtor to any holder of a Claim or Equity Interest unless a
request therefor is made in writing to the Debtor.

(g) Unclaimed Distributions. All distributions under the Plan that are
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unclaimed for a period of one (1) year after distribution thereof shall be deemed unclaimed property
under Section 347(b) of the Bankruptcy Code and revested in the Debtor and any entitlement of any
holder of any Claim or Equity Interest to such distributions shall be extinguished and forever barred.

5.5  Objections to and Resolution of Adminjstrative Expense Claims and Claims. |
Except as to applications for allowance of cempelssatien and reimbursement of Professional’
Compensation and Reimbursement Claims under Sections 330 and 503 of the Bankruptcy Code, the -
Reorganized Debtor shall, on and after the Effective Date, have the exclusive right to make and file
objections to Administrative Expense Claims and Claims. On and after the Effective Date, the
Reorganized Debtor shall have the authorit}" to compromise, settle, otherwise resolve or withdraw
any objections to Administrative Expense Claims and Claims and compromise, settle or otherwise
resolve Disputed Administrative Expense Claims and Disputed Claims without the approval of the
Bankruptcy Court. Unless otherwise ordered by the Bankruptcy Court, the Reorganized Debtor
shall file all objections to Administrative Expense Claims that are the subject of proofs of claim or
requests for payment filed with the Bankruptcy Court (other than applications for allowances of"
compensation and reimbursement of expenses) and Claims and serve such objections upon the
holder of the Admlmstratlve Expense Claim or Claim as to which the objection is made as soon as is
practicable, but in no event later than one hundred eighty (180) days after the Effective Date or such
later date as may be approved by the Bankruptcy Court.

5.6  Payment of the Trustees' Fees. To the extent allowed by law, the fees of the
Bond Trustees and the trustees under the Debtor’s Mortgage and indentures (acting in their
capacities as trustees and, if applicable, acting in their capacities as disbursing agents), the Issuer of
the PC Backed Mortgage Bonds and their professionals shall be paid by the Debtor pursuant to the
Confirmation Order. Upon payment of such fees and expenses, such Trustees shall be deemed to
have released their liens securing payment of their fees and expenses for all fees and expenses
payable through the Effective Date

5.7  Cancellation of Existing Securities and Agreements. On the Effective Date, the
promissory notes, bonds, debentures and all other debt instruments evidencing any Claim, other than
those that are reinstated and rendered unimpaired or renewed and extended pursuant to Article IV of
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the Plan, or renewed and remain outstanding pursuant to Article IV of the Plan, respectively, shall be
deemed cancelled without further act or action under any applicable agreement, law, regulation,
order or rule and the obligations of the Debtor under the agreements and indentures governing such
Claims, as the case may be, shall be discharged. The Common Stock and Preferred Stock .
representing Equity Interests shall remain outstanding. Holders of promissory notes, bonds,
debentures and any and all other debt instruments evidencing any <C1aim shall not be required to

surrender such instruments.

ARTICLE V1
EXECUTORY CONTRACTS AND UNEXPIRED LEASES
6.1  Assumption. Assignment and/or Rejection of Executory Contracts an
Unexpired I eases.

(@) Assumption of Executory Contracts and Unexpired L eases. Pursuant to
Sections 365(a) and 1123(b)(2) of the Bankruptcy Code, all executory contracts set forth on

Schedule 6.1(a)(i) to the Plan Sﬁpplement and unexpired leases set forth on Schedule 6.1(a)(ii) to the
Plan Supplement ihat exist betweén‘ the Debtor and any Person or Entity shall i)e deemed assumed
by the Debtor as of the Effective Date, except that any executory contract or unexpired lease shall be
deemed rejected by the Debtor as of the Effective Date (i) that has been rejected pursuant to an order
of the Bankruptcy Court entered prior to the Confirmation Date, (ii) as to which a motion for
approval of the rejection of such executory contract or unexpired lease has been filed and served
prior to the Confirmation Date or (iii) that is set forth in Schedule 6.1(a)(iii) to the Plan Supplement
(executory contracts) or Schedule 6.1(a)(iv) to the Plan Supplement (unexpired leases). The
schedules referred to in the preceding sentence are intended to contain collectively all existing
executory contracts and unexpired leases of the Debtor. The Debtor reserves the right, on or prior to
the Confirmation Date, to amend Schedules 6.1(a)(i) through 6.1(a)(iv) to the Plan Supplement to
delete any executory contract or unexpired lease therefrom or add any executory contract or
unexpired lease thereto, in which event such executory contract(s) or unexpired lease(s) shall be
deemed to be, respectively, assumed by the Debtor or rejected. The Debtor shall provide notice of
any amendments to Schedules 6.1(a)(i) through 6.1(a)(iv) to the Plan Supplement to the parties to
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the executory contracts and unexpired leases affected thereby. The listing of a document on
Schedules 6.1(a)(i) through 6.1(a)(iv) to the Plan Supplement shall not constitute an admission by
the Debtor that such document is an executory contract or an unexpired lease or that the Debtor has
any liability thereunder. '

(b) Assignment of Executory Contracts and Unexpired Leases. Pursuant to
Sections 365(f) and 1123(b)(2) of the Bankruptcy Code, all executory contracts and unexpired leases
assigned pursuant to Article VII of the Plan shall be deemed assigned by the Debtor on the Effective
Date to those entities as set forth in Article VII of the Plan.

(¢) Schedules of Rejécted Executory Contracts and Unexpired I eases;
Inclusiveness. Each executory contract and unexpired lease listed or to be listed on Schedule
6.1(a)(iii) or 6.1(a)(iv) to the Plan Supplement that relates to the use or occupancy of real property
shall include (i) modifications, amendthents, supplements, restatements or other agreements.made
directly or indirectly by any agreement, instrument, or other document that in any manner affects
such executory contract or unexpired lease, without regard to whether such agreement, instrument or
other document is listed on Schedules 6.1(a)(iii) or 6.1(a)(iv) to the Plan Supplement and (ii)
executory contracts or unexpired leases appurtenant to the premises listed on Schedules 6.1(a)(1it) or
6.1(a)(iv) to the Plan Supplement, including, without limitation, all easements, licenses, permits,
rights, privileges, immunities, options, rights of first refusal, powers, uses, usufructs, reciprocal
easement agreements, vault, tunnel or bridge agreements or franchises, and any other interests in real
estate or rights in rem relating to such bremises to the extent any of the foregoing are executory
contracts or unexpired leases, unless any of the foregoing agreements previously has been assumed
or assumed and assigned by the Debtor.

(d) Insurance Policies. All of the Debtor’s insurance policies and any
agreements, docu.{nents or instruments relating thereto, are treated as executory contracts under the
Plan. Nothing contained in this Section 6.2 shall constitute or be deemed a waiver of any Cause of -
Action that the Debtor may hold against any entity, including, without limitation, the insurer under
any of the Debtor’s policies of insurance.

(e) oval of Assumpti umption and Assi ejecti
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Executory Contracts and Unexpired Leases. Entry of the Confirmation Order shall, subject to and
upon the occurrence of the Effective Date, constitute (i) the approval, pursuant to Sections 365(a)
and 1123(b)(2) of the Bankruptcy Code, of the assumption of the executory contracts and unexpired ‘
leases assumed pursuant to Section 6.1(a) hereof, (ii) the extension of time, pﬁrsuant to Section '
365(d)(4) of the Bankruptcy Code, within which the Debtor may assume, assume and assign or
reject the unexpired leases specified in Section 6.1(a) hereof through the date of entry of an order
approving the assumption, assumption and assignment or rejection of such unexpired leases, (iii)
approval, pursuant to Sections 365(f) and 1123 (b)(2) of the Bankruptcy Code, of the assignment of
the executory contracts and unexpired leases assigned pursuant to Article VII of the Plan, and (iv)
the approval, pursuant to Sections 365(a) and 1123(b)(2) of the Bankruptcy Code, of the rejection of
the executory contracts and unexpired leases rejected pursuant to Section 6.1 hereof.

(f) Cure of Defaults. Except as may otherwise be agreed to by the parﬁes,
within thirty (30) days after the Effective Date, the Debtor shall cure any and all undisputed defaults
under any executory contract or unexpired lease assumed, or assumed and assigned, by the Debtor
pursuant to Section 6.1(a) hereof, in accordance with Section 365(b)(1) of the Bankruptcy Code. All
Disputed defaults that are required to be cured shall be cured either within thirty (30) days of the
entry of a Final Order determining the amount, if any, of the Debtor’s liability with respect thereto,

or as may otherwise be agreed to by the parties.

(g) BarDate iling Proofs of Claim Relatin utory Contracts an
Unexpired Leases Rejected Pursuant to, or Omitted from, the Plan. Claims arising out of the

rejection of an executory contract or unexpired lease pursuant to Section 6.1 of the Plan must be

filed with the Bankruptcy Court and served upon the Debtor by no later than thirty (30) days after

the later of (i) notice of entry of an order approving the rejection of such executory contract or
unexpired lease, (ii) notice of entry of the Confirmation Order and (iii) notice of an amendment to
Schedules 6.1(a)(iii) or 6.1(a)(iv) to the Plan Supplement. Claims arising out of the omission of an °
executory contract or unexpired lease from Schedules 6.1(i) through 6.1(iv) to the Plan Supplement
must be filed with the Bankruptcy Court and served upon the Debtor by no later than thirty (30) days
after notice of entry of the Confirmation Order. All such Claims not filed within such time shall be
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forever barred from assertion against the Debtor, its estate and its property.

(h) Assumed Indemnification Obligations. Entry of the Confirmation Order
shall, subject to and upon the occurrence of the Effective Date, constitute the approval, pursuant to
Sections 365(a) and 1123(b)(2) of the Bankruptcy Code, of the assumption of the Assumed .
Indemnification Claims. The Assumed Indemnification Claims shall, in all respects, irrespective of
whether such claims arise under contracts or executory contracts, survive confirmation of the Plan,
remain unaffected thereby, and not be discharged irrespective of whether indemnification, defense,
reimbursement or limitation is owed in connection with an event occurring before, on or after the
Petition Date.

(1) Compensation and Benefit Programs. Except as provided in Section 6.1 of
the Plan, all savings, retirement, health care, severance, performance-based cash incentive, retention,
employee welfare benefit, life insurance, disability and other similar plans and agreements, all

directors and officers liability and other insurance and all workers’ compensation programs are

_ treated as executory contracts under the Plan and shall, on the Effective Date, be deemed assumed

by the Debtor in accordance with Sections 365(a) and 1123(b)(2) of the Bankruptcy Code.

‘()  Retiree Benefits. Payments, if any, due to any Person for the purpose of
providing or reimbursing payments for retired employees and their spouses and dependents for
medical, surgical, or hospital care benefits, or benefits in the event of sickness, accident, disability,
or death under any' plan, fund, or program (through the purchase of insurance or otherwisé)
maintained or established in whole or in part by the Debtor prior to the Petition Date shall be

continued for the duration of the period the Debtor has obligated itself to provide such benefits.

ARTICLE VII
IMPLEMENTATION OF THE PLAN

71 Restructuring of the Electric Transmission Business.
(a) ETrans Membership Interests. On or before the Effective Date, ETrans

shall have authorized and, subject to the terms and conditions hereof, shall issue to Newco one
hundred percent (100%) of ETrans’ membership interests (the “ETrans Membership Interests™). -
(b) Transfer of ETrans Assets. On the terms and subject to the conditions
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hereof, on or before the Effective Date, the Debtor shall transfer, convey, assign and deliver, and
ETrans (or such other special purpose affiliates or wholly-owned subsidiaries of ETrans as are
deemed necessary) shall accept, all right, title and interest of thé Debtor in and to the rights,
properties and assets of the Debtor used in connection with the ETrans Business and set forth on
Schedule 7.1(b) to the Plan Supplement (collectively the “ETrans Assets™), free and clear ofall
mortgages, liens, pledges, security interests, charges, claims, restrictions and encumbrances of any
nature whatsoever, except as set forth on Schedule 7.1(b) to the Plan Supplement.

(¢) Assumed ETrans Liabilities. On or before the Effective Date, ETrans and
its affiliates or subsidiaries, if any, shall assume and thereafter in due course pay and fully satisfy the
executory contracts, leases, liabilities and obligations of the Debtor set forth on Schedule 7.1(c) to
the Plan Supplement (collectively the “ETrans Liabilities) and no other liabilities or obligations..

(d) ETrans Long-Term Notes, ETrans QUIDS Subordinated Long-TeLm. Notes
and ETrans Chromium Subordinated Long-Term Notes.

(i) On or before the Effective Date, ETrans shall issue to the Debtor
approximately $380 million in long-terin debt securities, consisting of ETrans Long-Term Notes and
ETrans QUIDS Sﬁbordinated Long-Term Notes.

(i) On or before the Effective Date, or as soon as practical thereafter,
ETrans shall issue to the Debtor ETrans Chromium Subordinated Long-Term Notes.

(¢) New Money Notes. On or before the Effective Date, or as soon as
practical thereafter, ETrans shall sell and issue new debt securities in the original principal amount
of approximately $770 million, the terms of which are set forth on the Summary of Terms of Long-
Term Debt, which notes.shall be registered under the Securities Act or shall be exchangeable for
substantially identical notes so registered (any and all such notes, including the exchanged notes,
collectively, the “ETrans New Money Notes”).

() Cash Consideration. On the Effective Date, or as soon as practical
thereafter, ETrans shall pay Cash to the Debtor in the amount of approximately $770 million, subject
to adjustment.

(g) Continuing Services Agreement. On or before the Effective Date, ETrans,
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its affiliates or subsidiaries, _if any, and the Reorganized Debtor shall enter into one or more
agreements, as necessary whereby ETrans will interconnect with the Reorganized Debtor and shall
provide to the Reorganized Debtor certain transmission services as necessary for the Reorganized
Debtor’s continued service to each of its customers pursuant to contracts to be assumed by the
Reorganized Debtor, including those with (i) WAPA and certain of its customers and (ii) the City
and County of San Francisco.

(h) Service and Maintenance Agreement. On or before the Effective Date,
ETrans, its affiliates or subsidiaries, if any, and the Reorganized Debtor shall enter into one or more
agreements, as necessary to allow for ETrans to transition to separate operations. |

(i) RTQ. ETrans intends to join an RTO. At such time as 2 Westem RTO is
established and approved by the FERC and the FERC issues an order allowing ETrans to join such
RTO, ETrans may transfer to such RTO. If the FERC certifies the ISO as a RTO, ETrans may
decide to remain with the ISO. Prior to any withdrawal from the ISO, ETrans shall provide notice of
its withdrawal to the ISO pursuént to the terms of the Transmission Control Agreement.

4(j) | M. The members of the Boards of Control of ETrans and
its affiliates or subsidiaries, if any, immediaiely prior to the Effective Date, and as set forth on
Schedule 7.1(j) to the Plan Supplement, shall serve as the initial Boards of Control of ETrans and its
affiliates or subsidiaries, if any, on and after the Effective Date unless otherwise disclosed prior to
the Effective Date. Each of the members of such initial Boards of Control shall serve in accordance
with the organizational documents of ETrans or its affiliates or subsidiaries, if any, as the same may
be amended from time to time.

(k) Officers. The officers of ETrans and its affiliates or subsidiaries, if any,
immediately prior to the Effective Date, and as set forth on Schedule 7.1(k) to the Plan Supplement,
shall serve as the initial officers of ETrans and its affiliates or subsidiaries, if any, on and after the
Effective Date unless otherwise disclosed prior to the Effective Date. Such officers shall serve in
accordance with any employment agreement with ETrans or its affiliates or subsidiaries, if any, and

applicable law.
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(D Regulatory Approvals.

(i) ETrans, its affiliates or subsidiaries, if any, and the Proponents
shall timely seek all regulatory approvals from all applicable Governmental Entities that the
Proponents, in their sole discretion, believe necessary to effectuate the transactions specified in thls
Sectioﬁ 7.1, including, without limitation, requesting confirmation, acceptance or approval by (A)
the FERC (1) pursuant to Sections 8 and 203 of the FPA, of the transfer of the ETrans Assets and
ETrans Membership Interests, (2) pursuant to Sections 204 and 305 of the FPA, of the issuance of
the ETrans securities, assumption of ETrans Liabilities, transfer of ETrans Membership Interests and'
the creation of interlocking directorates, if any, and (3) pursuant to Section 205 of the FPA, of new
and any modified rate schedules and tariffs; (B) the SEC, pursuant to Section 9(a)(2) of PUHCA, of
the acquisition indirectly by the Parent of the ETrans Membership Interests; and (C) various federal
agencies for its transfer of federal permits, rights of ways and other authorizations or operatihg
permits, as required. In conjunction with the application under Section 203 of the FPA, ETrans
shall commit to participate in a FERC-approved RTO and, as necessary and appropriate to satisfy
such commitment, withdraw from participation in the ISO.

(1i) ETrans, its affiliates or sub51d1anes if any, and the Proponents
shall seek an affirmative ruling of the Bankruptcy Court, which may be in the Confirmation Order,
that, pursuant to Section 1123 of the Bankruptcy Code, the approval of California’s state and local
governmental agencies, including, but not limited to, the CPUC, shall not be required, among other
things, in order to transfer or operate ﬁle ETrans Assets, for the transfer and use of various permits,
licenses, leases and other entitlements in connection with the transfer and operation of the ETrans
Assets, to transfer operational control of its transmission facilities from the ISO to a FERC-approved
RTO, to issue securities, to assume the ETrans Liabilities or to otherwise effectuate the
Restructuring Trgnsac-tions.

7.2  Rest i the Gas T issi usiness.
(a) GTrans Membership Interests. On or before the Effective Date, GTrans
shall have authorized and, subject to the terms and conditions hereof, shall issue to Newco one
hundred percent (100%) of GTrans’ membership interests (the “GTrans. Membership Interests™).
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o (b) Transfer of GTrans Assets. On the terms and subject to the conditions
hereof, on or before the Effective Date, the Debtor shall transfer, convey, assign and deliver, and
GTrans (or such other special purpose affiliates or wholly-owned subsidiaries of GTrans as are
deemed necessary) shall accept, all right, title and interest of the Debtor in and to the rights,
properties and assets of the Debtor used in connection with the GTrans Business and described on
Schedule 7.2(b) to the Plan Supplement (collectively the “GTrans Assets”), free and clear of all
mortgages, liens, pledges, security interests, charges, claims, restrictions and encurnbrances of any
nature whatsoever, except as set forth on Schedule 7.2(b) to the Plan Supplement.

(c) Assumed GTrans Liabilities. On or before the Effective Date, GTrans
shall assume and thereafter in due course pay and fully satisfy the executory contracts, leases,
liabilities and obligations of the Debtor set forth on Schedule 7.2(c) to the Plan Supplement
(collectively the “GTrans Liabilities”) and no other liabilities or obligations. |

(d) Trans Long-Term Notes, GTrans DS Subordinated Long-Te
Notes and GTrans Chromium Subordinated Long-Term Notes. .

(i) On or before the Effective Date, GTrans shall issue to the Debtor
approximately $420 million in long-term debt securities, consisting of GTrans Long-Term Notes and
GTrans QUIDS Subordinated Long-Term Notes.

‘ (ii) On or before the Effective Date, or as soon as practical thereafter,
GTrans shall issue to the Debtor GTrans Chro'mium Subordinated Long-Term Notes.

(e) New Money Notes. On or before the Effective Date, or as soon as
practical thereafter, GTrans shall sell and issue new debt securities in the original principal amount
of approximately $390 million, the terms of which are set forth on the Summary of Terms of Long-
Term Debt, which notes shall be registered under the Securities Act or shall be exchangeable for
substantially identical notes so registered (any and all such notes, including the exchanged notes,
collectively, (the “GTrans New Money Notes™).

® C&shg_qm&q:a_tl@ On the Effective Date, or as soon as practical
thereafter, GTrans shall pay Cash to the Debtor in the amount of approximately $390 million,
subject to adjustment.
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- (g) Transmission and Storage Contract. On or before the Effective Date,
GTrans, its affiliates or subsidiaries, if any, and the Reorganized Debtor shall enter into an
agreement related to gas transmission and storage rights, the form of which shall be set forth on
Exhibit 7.2(g) to the Plan Supplement (the “Transmission and Storage Contract”).

" (h) Boardsof Control. The members of the Boards of Control of GTrans and
its affiliates or subsidiaries, if any, immediately prior to the Effective Date, and as set forth on
Schedule 7.2(h) to the Plan Supplement, shall serve as the initial Boards of Control of GTrans and
its affiliates or subsidiaries, if any, on and after the Effective Date unless otherwise disclosed prior to
the Effective Date. Each of the members of such initial Boards of Control shall serve in accordance
with the organizational documents of GTrans or its affiliates or subsidiaries, if any, as the same may
be amended from time to time.

(i)  Officers. The officers of GTrans and its affiliates or subsidiaries, if any,
immediately prior to the Effective Date, and as set forth on Schedule 7.2(i) to the Plan Supplement,
shall serve as the initial officers of GTrans and its affiliates or subsidiaries, if any, on and after the
Effective Date unless otherwise disclosed prior to the Effective Date. Such officers shall serve in
accordance with aﬁy employment agreement with GTrans or its affiliates or subsidiaries, if any, and
applicable law.

() Regulatory Approvals.

(i) GTrans, its affiliates or subsidiaries, if any, and the Proponents
shall timely seek all regulatory approvals from all applicable Governmental Entities that the
Proponents, in their sole discretion, believe necessary to effectuate the transactions specified in this
Section 7.2, including, without limitation, issuance, acceptance or approval by (A) the FERC, of a
certificate under Section 7 of the NGA, to operate the GTrans Assets under FERC jurisdiction for
the transfer of the GTrans Assets, for GTrans to operate the GTrans Assets after the transfer and for
establishment of new rate tariffs; and (B) various federal agencies for its transfer of federal permits,
rights-of-ways and other authorizations or operating permits, as required.

(i) GTrans, its affiliates or subsidiaries, if any, and the Proponents
shall seek an affirmative ruling of the Bankruptcy Court that, pursuant to Section 1 123 of the
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Bankruptcy Code, the approval of California’s state and local governmental agencies, including, but
not limited to the CPUC, shall not be required, among other things, in order to transfer or operate the
GTrans Assets, for the transfer and use of various permits, licenses, leases and other entitlements in
connection with the transfer and operation of the GTrans Assets, to issue securities, to assume the ._
GTrans Liabilities, or to otherwise effectuate the Restructuring Transactions.
7.3 Restructuring of the Electric Generation Business.
(a) Gen’s Membership Interests. Before the Effective Date, Gen shall have

authorized and, subject to the terms and conditions hereof, shall issue to Newco one hundred percent .

" (100%) of Gen’s membership interests (the-“Gen Membership Interests™).

(b) Transfer of Gen Assets. On the terms and subject to the conditions hereof,
on or before the Effective Date, the Debtor shall transfer, convey, assign and deliver, and Gen (or.
such other special purpose affiliates or wholly-owned subsidiaries of Gen as are deemed necéssary)
shall accept, all right, title and interest of the Debtor in and to the rights, properties and assets of the
Debtor used in connection with the Gen Business and described on Schedule 7.3(b) to the Plan -
Supplement (collectively the “Gen Assits”), free and clear of all mortgages, liens, pledges, sééun'ty
interests, charges, élaims, restrictions and encumbrances of any nature whatsoever except as set forth
on Schedule 7.3(b) to the Plan Supplement.

(c) Assumed Gen Liabilities. On or before the Effective Date, Gen and its
affiliates or subsidiaries, if any, shall assume and thereafter in due course pay and fully satisfy the
executory contracts, leases, liabilities and obligations of the Debtor set forth on Schedules 7.3(c) to

the Plan Supplement (collectively the “Gen Liabilities”) and no other liabilities or obligations.

(d) Gen Long-Term Notes, Gen QUIDS Subordinated Long-Term Notes, and
en Chromium Subordinated Long-Te otes.

(i) On or before the Effective Date, Gen shall issue to the Debtor
approximately $1.9 billion in long-term debt securities, consisting of Gen Long-Term Notes and
Gen QUIDS Subordinated Long-Term Notes.

(ii) On or before the Effective Date, or as soon as practical thereafter,
Gen shall issue to the Debtor Gen Chromium Subordinated Long-Term Notes.
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(¢) New Money Notes. On or before the Effective Date, or as soon as
practical thereafter, Gen shall sell and issue new debt securities in the original principal amount of
approximately $200 million, the terms of which are set forth on the Summary of Terms of Long-
Term Debt, which notes shall be registered under the Securities Act or shall be exchangeable for —_
substantially identical notes so registered (any and all such notes, including the exchanged notes,
collectively, the “Gen New Money Notés”).

(f) Cash Consideration. On or before the Effective Date, or as soon as
practical thereafter, Gen shall pay Cash‘ to the Debtor in the amount of approximately $200 million,
subject to adjustment.

(g) Reorganized Debtor Power Purchase Agreement. On or before the
Effective Date, Gen and the Reorganized Debtor shall enter into a long-term power sales agreement,
whereby the Reorganized Debtor shall purchase output generated by Gen’s facilities and produced
by Gen under its irrigation district and two operationally linked hydroelectric QF power purchase
agreements, the form of which shall be set forth on Exhibit 7.3(g) to the Plan Supplement (the
“Reorganized Debtor Power Purchase'Agreement”).

. (h) Boards of Control. The members of the Boards of Control of Gen and its-
affiliates or subsidiaries, if any, immediately pﬁor to the Effective Date, and as set forth on Schedule
7.3(h) to the Plan Supplement, shall serve as the initial Boards of Control of Gen and its affiliates or
subsidiaries, if any, on and after the Effective Date unless otherwise disclosed prior to the Effective
Date. Each of the members of such initial Boards of Control shall serve in accordance with the
organizational documents of Gen or its affiliates or subsidiaries, if any, as the same may be amended
from time to time.

(i) Officers. The officers of Gen and its affiliates or subsidiaries, if any,
immediately prior to the Effective Date, and as set forth on Schedule 7.3(i) to the Plan Supplement,
shall serve as the initial officers of Gen and its affiliates or subsidiaries, if any, on and after the
Effective Date, unless otherwise disclosed prior to the Effective Date. Such officers shall serve in
accordance with any employment agreement with Gen or its affiliates or subsidiaries, if any, and
applicable law.
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() Regulatory Approvals.

(i) Gen, its affiliates or subsidiaries, if any, and the Proponents shall
timely seek all regulatory appro.vals from all applicable Governmental Entities that the Proponents,
in their sole discretion, believe necessary to effectuate the transactions specified in this Section 7.3-,
including, without limitation, confirmation, acceptance or approval by (A) the FERC (1) pursuant tb
Sections 8 and 203 of the FPA, of the transfer of the Gen Membership Interests and certain Gen
Assets, including a contract for the sale of power for resale and certain limited transmission facilities
associated with generation, (2) pursuant to Sections 204 and 305 of the FPA, of the issuance of the
Gen securities, the assumption of Gen Liabilities, the transfer of Gen Membership Interests and the
creation of interlocking directorates, if any, (3) pursuant to Section 205 of the FPA, to sell the output
of the generation assets and purchased power pursuant to the Reorganized Debtor Power Purchase
Agreement and any agreements between Gen and its affiliates or subsidiaries, and (4) the traﬁsfer of
the Debtor’s beneficial interest in the Trusts covering Diablo Canyon; (B) the SEC, pursuant to
Section 9(2)(2) of PUHCA, of the acquisition indirectly by the Parent of the Gen Membership
Interests; (C) the NRC,.of the Debtor’s transfer of the Gen Assets, including, but not limited to, the
Debtor’s beneficial interest in the Trusts covering Diablo Canyon to Gen or its affiliates or
subsidiaries, if any; and (D) various federal agencies for its transfer of federal permits, rights-of-
ways and other authorizations or operating permits, as required.

(ii) Gen, its affiliates or subsidiaries, if any, and the Proponents shall
seek an affirmative ruling of the Banhuptcy Court that, pursuant to Sections 1123 and 1142(b) of
the Bankruptcy Code, that (A) the approval of California’s state and local governmental agencies,
including, but not limited to, the CPUC, shall not be required, among other things, in order to
transfer or operate the Gen Assets, including, but not limited to, the beneficial interest in the Trusts
covering Diablo C‘Ianyon, for the transfer and use of various permits, licenses, leases and other
entitlements in connection with the transfer and operation of the GTrans Assets, to issue securities,
to assume the Gen Liabilities or to otherwise effectuate the Restructuring Transactions; and (B) the

Reorganized Debtor is not required to retain its remaining generation assets through 2005.
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1 74~ Newco..
(a) Issuance of Newco Common Stock. Prior to the Effective Date, Newco

shall have authorized and issued to the Debtor an aggregate of ten thousand (10,000) shares of

OV

Common Stock, par value $0.01 per share, of Newco (the “Newco Common Stock™), which shall
constitute 100% of the authoi-ized, issued and outstanding shares of Newco Common Stock.

(b) Board of Directors. The members of the Board of Directors of Newco
immediately prior to the Effective Date, and as set forth on Schedule 7.4(b) to the Plan Supplement,

shall serve as the initial Board of Directors of Newco on and after the Effective Date unless

O 00 3 & W

otherwise disclosed prior to the Effective Date. Each of the members of such initial Board of
10 | Directors shall serve in accordance with the articles of incorporation of Newco or bylaws of Newco,

11 | asthe same may be amended from time to time.

12 (c) Officers. The officers of Newco immediately prior to the Effective Date,
sowen 13 | and as set forth on Schedule 7.4(c) to the Plan Supplement, shall serve as the initial officers of
RKCE
NEMEROVSKT

vy 14 | Newco on and after the Effective Date unless otherwise disclosed prior to the Effective Date. Such

oo===== 15 | officers shall serve in accordance with any employment agreement with Newco and applicable law.

16 7.5  Reorganized Debtor.
17 (a) Surplus Property and Property Rights. On or immediately after the

18 | Effective Date, the Debtor shall sell, transfer, convey, assign and deliver, all right, title and interest
19 | of the Debtor in and to the rights, properties and assets of the Debtor described on Schedule 7.5(a) to
20 | the Plan Supplement, free and clear of all mortgages, liens, pledges, security interests, charges,
21 | claims, restrictions and encumbrances of any nature whatsoever except as set forth on Schedule

-~ 22} 7.5(a) to the Plan Suppiement.
23 (b) Dividend of Newco Common Stock to the Parent. Following the
24 | transactions set forth Sections 7.1 through 7.4 of the Plan but prior to the Reorganized Debtor Spin-
25 | off, the Debtor shall declare and pay a dividend of the outstanding Newco Common Stock to the
26 | Parent; and each of ETrans, GTrans and Gen shall thereafter continue as an indirect wholly-owned
27 | subsidiary of the Parent. ,
28 (¢) Chromium Subordinated Long-Term Notes. On or before the Effective
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Date, the Reorganized Debtpr shall issue Reorganized Debtor Chromium Subordinated Long-Term
Notes.

(d) New Money Notes. On or before the Effective Date, or as soon as
practical thereafter, the Reorganized Debtor shall sell and issue new debt securities in the ori ginal'
principal amount of approximately $4.31 billion, the terms of which are set forth on the Summary of
Terms of Long-Term Debt, which notes shall be registered under the Securities Act or shall be
exchangeable for substantially identical notes so registered (any and all such notes, including the

exchanged notes, collectively, the “Reorganized Debtor New Money Notes”).

(e) Transfer of Long-Term Notes, QUIDS Subordinated Long-Term Notes and
Chromium Subordinated Long-Term Notes to Holders of Allowed Claims. On the Effective Date or

as soon thereafter as is practicable, and following the transactions set forth in Sections 7.1 through
7.4 of the Plan, on the terms and subject to the conditions hereof, the Debtor shall transfer, convey,
assign and deliver, and the Creditors shall accept, all right, title and interest of the Debtor in and to
the Long-Term Notes, the QUIDS Subordinated Long-Term Notes and the Chromium Subordinated
Long-Term Notes, in accordance with Article IV hereof, free and clear of all mortgages, liens,
pledges, security interests, charges, claims, restrictions and encumbrances of any nature whatsoever
except as set forth on Schedule 7.5(¢) to the Plan Supplement.

(f) NOP. Upon the occurrence of the following events, the Reorganfzed
Debtor may assume the NOP: (i) the Reorganized Debtor establishes and maintains an investment
grade credit rating from S&P and Moody’s; (ii) the Reorganized Debtor receives assurances from
S&P and Moody’s that the Reorganized Debtor’s credit rating shall not be downgraded as a result of
the reassumption of the NOP; (iii) there is an objective retail rate recovery mechanism in place
pursuant to which the Reorganized Debtor is able to fully recover in a timely manner its wholesale
costs of purchasing electricity to satisfy the NOP; (iv) there are objective standards in place
regarding pre-approval of procurement transactions; and (v) subsequent to reassumption of the NOP;
the conditions in clauses (iii) and (iv) shall remain in effect. The Reorganized Debtor shall be
prohjbited from accepting, directly or indirectly, an assignment of the DWR contracts.

(2) Retention and Transfer of Rate Recovery Litigation Claims. All of the
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Debtor’s rights to and interest in the proceeds from any resolution of the Rate Recovery Litigation
and resulting CPUC rate order requiring collection in rates (the “Rate Recovery”) are property of the
estate of the Debtor pursuant to Section 541 of the Bankruptcy Code. On the Effective Date, and |
prior to the transactions set forth in Section 7.5(b) of the Plan, on the terms and subject to the .
conditions hereof, the Debtor shall transfer, convey, assign and deliver, and Newco, or a subsidiary
of Newco, shall accept, right, title and interest of the Debtor in and to ninety five percent (95%) of -
the net after tax proceeds from the Rate Recovery, free and clear of all mortgages, liens, pledges,
security interests, charges, claims, restrictions and encumbrances of any nature whatsoever, except ,
as set forth on Schedule 7.5(g) to the Plan Supplement, with the remaining right, title and interest in
and to the remaining five percent (5%) of the.net after tax proceeds continuing to be held by the
Reorganized Debtor. ‘

(h) BEM Contract Seizure Litigation. All of the Debtor’s rights to and interest
in the proceeds from any resolution of the BFM Contract Seizure Litigation are property of the estate
of the Debtor pursuant to Section 541 of the Bankruptcy Code. On the Effective Date, and prior to
the transactions set forth in Section 7.5$b) of the Plan, on the terms and subject to the conditions
hereof, the Debtor shall transfer, convey, assign and deliver, and Newco, or a subsidiary of Newco,
shall accept, right, title and interest of the Debtor in and to either the claim or the net after tax
proceeds from the BFM Contract Seizure Litigation, free and clear of all mortgages, liens, pledges,
security interests, charges, claims, restrictions and encumbrances of any nature whatsoever, except
as set forth on Schedule 7.5(h) to the Plan Supplement; provided, however, if the proceeds from the
BFM Contract Seizure Litigation are to be collected through the Debtor’s customers, the
Reorganized Debtor shall retain the rights to 5% of the net after tax proceeds from any successful
resolution of such claim. ,

(i) Claims Against the State. All of the Debtor’s rights to and interest in the
proceeds from any resolution of the Claims Against the State are property of the estate of the Debtor’
pursuant to Section 541 of the Bankruptcy Code. On the Effective Date, and prior to the
transactions set forth in Section 7.5(b) of the Plan, on the terms and subject to the conditions hereof,
the Debtor shall transfer, convey, assign and deliver, and Newco, or a subsidiary of Newco, shall
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accept, right, title and intere_st of the Debtor in and to either the claims or the net after tax proceeds
from the Claims Against the State, free and clear of all mortgages, liens, pledges, security interests,
charges, claims, restriétions and encumbrances of any nature whatsoever, except as set forth on
Schedule 7.5(i) to the Plan Supplement; provided, however, if the proceeds from the Other Claims'
Against the State are to be collected through the Debtor’s customers, the Reorganized Debtor shall |
retain the rights to 5% of the net after tax proceeds from any successful resolution of such claim.

(5) Separation and Support Services Agreements. On or before the Effective
Date, ETrans, GTrans, Gen, Newco, the Reorganized Debtor, the Parent and their subsidiaries and
affiliates shall enter into one or more agreements, as appropriate, relating to the separation of the
Debtor’s existing 6perations among ETrans, GTrans, Gen, Newco, the Reorganized Debtor and their
subsidiaries and affiliates, including, but not limited to, business lines, tax-sharing and allocation,
employee matters, indemnification and insurance arrangements, real estate, environmental niatters,
technology and intellectual property ownership and license agreements, on-going electric
operational matters, and certain 6perating, maintenance, metering, telecommunication and
emergency services. -

(k) Board of Directors. The members of the Board of Directors of the Debtor
immediately prior to the Effective Date, and as set forth on Schedule 7.5(k) to the Plan Supplement,
shall serve as the initial Board of Directors of the Reorganized Debtor on and after the Effective
Date. Each of the members of such initial Board of Directors shall serve in accordance with the
Debtor’s Articles of Incorporation or the Debtor’s Bylaws, as the same may be amended from time
to time.

()  Officers. The officers of the Debtor immediately prior to the Effective
Date, and as set forth on Schedule 7.5(1) to the Plan Supplement, shall serve as the initial officers of
the Reorganized Debtor on and after the Effective Date. Such officers shall serve in accordance with
any employment agreement with the Reorganized Debtor and applicable law.

(m) Articles of Incorporation and Bylaws. The articles of incorporation and
bylaws of the Reorganized Debtor shall contain provisions necessary to (i) prohibit the issuance of
nonvoting equity securities as required by Section 1123(a)(6) of the Bankruptcy Code, subject to
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further amendment of such articles of incorporation and bylaws as permitted by applicable law and
(ii) effectuate the provisions of the Plan, in each case without any further action by the shareholder
or directors of the Debtor. ) |

(n) Reorganized Debtor Spin-Off. In connection with the transactions set forth '
in Section 7.6(c) hereof, the Debtor shall, on, or as soon as practicable after, the Effective Date:

(i) have authorized and, subject to the terms and conditions hereof,
shall issue to the Parent such number of additional shares of the Reorganized Debtor’s Common
Stock such that after such dividend is paid, the number of issued and outstanding shares of Common
Stock held directly by the Parent will be thé same as the number of issued and outstanding shares of
common stock of the Parent;

(i) seek a private letter ruling from the IRS substantially to the effect
that, among other things, (A) the Internal Restructuring shall qualify as a “reorganization” under
Section 368(a) of the Tax Code and (B) the Reorganized Debtor Spin-Off shall qualify as a tax-free
spin-off under Section 355 of the Tax Code; provided, that in the event the desired ruling cannot be
obtained, the Pr;)ponents may choose to proceed with a modified ruling or without a ruling;

(ili) prepare and distribute an information statement meeting the
requirements of the Exchange Act to the holders of common stock of the Parent prior to the date of
the Reorganized Debtor Spin-Off;

(iv) cause the Reorganized Debtor’s Common Stock to be approved for
listing on the NYSE, subject only to official notice of distribution; and

(v) establish arights plan (the terms of which are set forth on the
Sﬁmmary of Terms attached as Schedule 7.5(n)(v) to the Plan Supplement) and distribute to the
shareholders of the Reorganized Debtor’s Common Stock one “right” for each outstanding share of
the Reorganized Debtor’s Common Stock.

(o) Regulatory Issues.

(i) The Proponents shall timely seek a no-action letter from the SECto
the effect that each of the securities to be issued phrsuant to Article IV hereof shall be issued by a
successor of the Debtor for purposes of Section 1145(a) of the Bankruptcy Code.
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(@i) The Proponents shall timely seek all regulatory approvals from all
applicable Governmental Entities that the Proponents, in their sole discretion, believe necessary to
effectuate the transactions specified in this Section 7.5, including, without limitation, confirmation,
approval or acceptance by (i) the FERC, pursuant to Sections 204 and 305 of the FPA, of the '
Debtor’s issuances of securities, the debt financing, and the declaration and payment of the divideﬂd
of the Newco Common Stock to the Parent and the indirect transfer of the Membership Interests to
the Parent; (ii) the SEC, pursuant to Section 9(a)(2) of PUHCA, of the acquisition by Parent of the
Newco Common Stock, and indirectly the Membership Interests; (iii) the NRC of the indirect
transfer of certain assets related to the shutdown nuclear generating unit at Humboldt Bay in
connection with the Reorganized Debtor Spin-Off; and (iv) various federal agencies for its transfer
of federal permits, rights-of-ways and other authorizations, as required.

(iti) The Proponents shall seek an affirmative ruling of the Bankruptcy
Court, which may be in the Confirmation Order, that, pursuant to Section 1123 of the Bankruptcy
Code, that (A) the approval of California’s state and local governmental agencies, including, but not
limited to, the CPUC, and the payment of fees to such agencies, shall not be required for (1) the
change of ownership of the Debtor resulting from the Reorganized Débtor Spin-Off or for the
transfer of the ETrans Assets, the GTrans Assets and the Gen Assets, and (2) the transfer of assets to,
or operation of assets by, ETrans, GTrans or Gen, or their affiliates or subsidiaries, as appropriate or
to otherwise effectuate the Restructuring Transactions, and (B) the CPUC affiliate transaction rules
shall not apply to any of the agreemerits entered into as part of the Restructuring Transactions.

7.6  Parent.

() I@MMLAM On thé terms and subject to the conditions
hereof, on or before the Effective Date, the Debtor shall transfer, convey, assign and deliver, and the
Parent, Newco or a subsidiary of the Parent or Newco, shall accept, all right, title and interest of the
Debtor in and to the rights, properties and assets of the Debtor and described on Schedule 7.6(a) to -
the Plan Supplement (collectively the “Parent Assets”), free and clear of all mortgages, liens,
pledges, security interests, charges, claims, restrictions and encumbrances of any nature whatsoever
except as set forth on Schedule 7.6(a) to the Plan Supplement.
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o (b) Assumed Parent Liabilities. On and as of the Effective Date, the Parent,
Newco or a subsidiary of the Parent or Newco, shall assume and thereafter in due course pay and
fully satisfy the executory contracts, leases, liabilities and obligations of the Debtor set forth on
Schedule 7.6(b) to the Plan Supplement (collectively the “Parent Liabilities”) and no other liabiliti;as '
or obligations. |

(¢) Parent Dividend. Immediately following the transactions set forth in
Sections 7.1 through 7.5, 7.6(a) and 7.6(b) hereof, and on or immediately following the Effective
Date, the Parent shall declare and pay a one-for one dividend of all of the Reorganized Debtor's
Common Stock held by the Parent to the sﬁareho]ders of the Parent (the “Reorganized Debtor Spin-
Off) in accordance with the terms and conditions of the Master Separation Agreement attached as
Exhibit 7.6(c) to the Plan Supplement (the “Master Separation Agreement”).

(d) Regulatory Approvals. The Proponents shall timely seek all regulatory
approvals from all applicable Governmental Entities that the Proponents, in their sole discretion,
believe necessary to effectuate the transactions specified in this Article VII, including, without
limitation, confirmation, acceptance or approvai by (i) the FERC, pursuant to Section 203 of the
FPA, the transfer By Parent of interests in the Debtor to the Parent’s shareholders and (ii) the SEC,
pursuant to Section 9(a)(2) of PUHCA, of (A) the temporary ownership by the Parent of the
Debtor’s Common Stock and (B) the indirect ownership of the ETrans Membership Interests and the
Gen Membership Interests.

7.7  Working Capital Facilities. Each of the Reorganized Debtor, ETrans, GTrans
and Gen shall establish working capital facilities for the purpose of funding seasonal fluctuations in

working capital, letters of credit primarily for workers’ compensation liabilities in the event the

‘Reorganized Debtor, ETrans, GTrans or Gen do not secure approval by the State of California of the

self-funding set forth in Section 7.8(b) of the Plan and certain other contingencies, the terms,
available components and estimated amounts of which shall be set forth on Exhibit 7.7 to the Plan -
Supplement.
7.8 Regulatory Issues.
| (a) Eachof th: Reorganized Debtor, Newco, ETrans, GTréns and Gen and
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their respectivé. siibsidiaries and affiliates shall operate their businesses in accordance with all
applicable laws and regulations promulgated or issued by all Governmental Entities having
jurisdiction over such businesses.

(b) In the event that any of the Reorganized Debtor, ETrans, GTrans, Gen or ‘.
Newco does not purchase workers’ compensation insurance, such entity shall apply for approval byv
the Office of Self Insurance Plans of such entities’ self insurance plan which shall satisfy the
workers’ compensation requirements set forth in the State of California’s Labor Code Section 3700
and by the Office of Self Insurance Plans, provided that each of the Reorganized Debtor, Newco,
ETrans, GTrans and Gen shall post separate collateral to the State of California to support their self- |
insured programs.

79  Issuance of New Securities. Notwithstanding the foregoing, certain securities
related approvals shall be sought from the FERC under Section 204 of the FPA. Other than such
FERC approvals, the issuance of the following securities and notes by the Reorganized Debtor,
Newco, ETrans, GTrans and Gen is hereby autﬁorized without further act or action under applicable
law, regufation, order or rule: . .

| (a) Membership Interests;
(b) 10,000 shares of Newco Common Stock;
(c) shares of the Reorganized Debtor’s Common Stock;
(d) Long-Term Notes;
(¢) QUIDS Subordinated Long-Term Notes;
(f) Chromium Subordinated Long-Term Notes;
(g) New Money Notes; and
(h) New Mortgage Bonds.

7.10  Additional Entities. In accordance with Section 11.11 hereof, the Proponents
may modify the Restructuring Transactions set forth in this Article VII in such a manner as they may
deem necessary and appropriate in order to effect the Internal Restructuring set forth in the Plan,
including, but not limited to, (a) forming additional special purpose affiliates or subsidiaries of
ETrans, GTrans, Gen and Newco (such entities to be set forth on Schedule 7.10(a) to the Plan
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Supplement) and (b) transferring certain assets (to be set forth on Schedule 7.10(b) to the Plan

Supplement) of the Debtor to the entities set forth on Schedule 7.10(a) to the Plan Supplement.

ARTICLE VIII

CONFIRMATION AND EFFECTIVENESS OF THE PLAN
8.1 Conditions Precedent to Confirmation. The Plan shall not be confirmed by the

Bankruptcy Court unless and until the following conditions shall have been satisfied or waived
pursuant to Section 8.4 of the Plan:

(a) the Bankruptcy Court shall have entered an order or orders, which may be
the Confirmation Order, approving the Plaﬁ, authorizing the Debtor to execute, enter into and deliver
the Plan and to execute, implement and take all actions necessary or appropriate to give effect to the
transactions contemplated by the Plan;

(b) the Bankruptcy Court shall have entered an order or orders, which may be
the Confirmation Order, determining that the Debtor, the Parent and their affiliates are not liable or
responsible for any DWR contra;:ts (except for the DWR Claims) or purchases of power by the
DWR, and any liabilities associated therewith;

(c) the Bankruptcy Court shall have entered an order or orders, »\;hich may be
in the Confirmation Order, prohibiting the Reorganized Debtor from accepting, directly or
indirectly, an assignment of the DWR contracts;

(d) the Bankruptcy Court shall have entered an order or orders, which may be
in the Confirmation Order, prohibiting the reassumption of the NOP of its electric customers by the
Reorganized Debtor unless the conditions set forth in Section 7.5(f) of the Plan are satisfied;

(¢) The Bankruptcy Court shall have entered an order or orders, which may be
the Confirmation Order, approving the commitment of ETrans to join a FERC-approved RTO and
authorizing ETrans to join such FERC-approved RTO at such time as it is operational;

(f)  the Bankruptcy Court shall have entered an order or orders, which may be
in the Confirmation Order, approving and authorizing the execution of the proposed (i) Reorganized
Debtor Power Purchase Agreement and (ii) the Transmission and Storage Contract;

(g) the Bankruptcy Court shall have entered an order or orders, which may be
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the Confirmation-Order, having the effect of prohibiting officials of the CPUC and officials of the
State of California from taking any action related to the allocation or other treatment of any “gain on
sale” related to assets transferred or disposed of under the Plan that would adversely impact the
Reorganized Debtor;

(h)  the Bankruptcy Court shall have entered an order or orders, which may be
the Confirmation Order, that the CPUC affiliate transaction rules are not applicable to the
Restructuring Transactions;

(1)  the Bankruptcy Court shall have entered an order or orders, which may be
the Confirmation Order, that the approval of state and local agencies of California, including, but not
limited to, the CPUC, shall not be required in connection with the Restructuring Transactions
because Section 1123 of the Bankruptcy Code preempts such state and local laws;

()  the Bankruptcy Court shall have entered an order or orders, which may be
the Confirmation Order, that the Proponents are not required to comply with Chapter 5 and Section
1001 of the California Corporations Code because Section 1123 of the Bankruptcy Code preempts
such state law; and

(k) the Confirmation Order shall be, in form and substance, accebtable to the
Proponents.

8.2 onditi recedent to ctiveness. The Plan shall not become effective
unless and until the following conditions shall have been satisfied or waived pursuant to Sectioh 8.4
of the Plan: |

(a) the Confirmation Order, in form and substance acceptable to the Debtor
shall have been signed by the Bankruptcy Court on or before June 30, 2002, and shall have become a
Final Order;

. (b) the Effective Date shall have occurred on or before January 1, 2003;
| (c) all actions, documents and agreements necessary to implement the Plan
shall have been effected or executed;

(d) the Proponents shall have received all authorizations, consents, regulatory
approvals, rulings, letters, no-action letters, opinions or documents that are determined by the
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Proponents to be necessary to implement the Plan;

(e) S&P and Moody’s shall have established credit ratings for each of the
securities to be issued by ETrans, GTrans, Gen and the Reorganized Debtor that are acceptable to
the Proponents;

(f)  the Plan shall not have been modified in a material way, including any
modification pursuant to Section 11.11 of the Plan, since the Confirmation Date; and

(g) each of the disaggregated entities shall have consummated the sale of the
New Money Notes as contemplated by the Plan.

8.3 Effect of Failure of Coﬁditions. In the event that one or more of the conditions

specified in Section 8.2 of the Plan have not occurred or been waived on or before January 1, 2003,
(a) the Confirmation Order shall be vacated, (b) no distributions under the Plan shall be made,
(c) the Debtor and all holders of Claims and Equity Interests shall be restored to the status quo ante
as of the day immediately preceding the Confirmation Date as though the Confirmation Date never
occurred and (d) the Debtor’s obligations with respect to Claims and Equity Interests shall remain
unchanged and nothing contained herein shall constitute or be deemed a waiver or release of any
Claims or Equity Interests by or against the Debtor or any other Person or Entity or to i)rejudice in
any manner the rights of the Debtor or any Person or Entity in any further proceedings involving the
Debtor.

8.4  Waiver of Conditions. The Proponents may waive by a writing signed by an
authorized representative of the respective Proponent and subsequently filed with the Bankruptcy

Court, one or more of the conditions precedent set forth in Sections 8.1 and 8.2 of the Plan.

ARTICLE IX
EFFECT OF CONFIRMATION OF PLAN
9.1  Term of Bankruptcy Injunction or Stays. Unless otherwise provided, all

injunctions or stays provided for in the Chapter 11 Case under Section 105 or 362 of the Bankruptcy
Code, or otherwise, and in existence on the Confirmation Date, shall remain in full force and effect

until the Eﬂ"ective Date.

9.2 Revesting of Assets. On the Effective Date, excebt as otherwise transferred, sold
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or otherwise. provided for in the Plan, the property of the estate of the Debtor shall vest in the
Reorganized Debtor.

9.3 erations Following Effective Date. From and after the Effective Date, the
Reorganized Debtor, Newco, ETrans, GTrans and Gen and their respective subsidiaries and affiliates
may each operate its businesses, and may use, acquire and dispose of property free of any
restrictions imposed under the Bankruptcy Code. As of the Effective Date, all property of the
Reorganized Debtor, Newco, ETrans, GTrans and Gen and théir respective subsidiaries and affiliates
shall be free and clear of all liens, claims and interests of holders of Claims and Equity Interests,
except as otherwise provided in the Plan.

9.4  Claims Extinguished. As of the Effective Date, any and all avoidance claims
accruing to the Debtor under Sections 502(d), 544, 545, 547, 548, 549, 550 and 551 of the
Bankruptcy Code and not then pending, shall be extinguished.

9.5  Discharge of Debtor. The rights afforded herein and the treatment of all Claims
and Equity Interests herein shall be in exchange for and in complete satisfaction, discharge and
release of Claims and Equity Interests of any nature whatsoever, including any interest accrued on
such Claims from and after the Petition Date, against the Debtor or any of its assets or properties.
Except as otherwise provided herein, (a) on the Effective Date, all such Claims against and Equity
Interests in the Debtor shall be satisfied, discharged and released in full and (b) all Persons shall be
precluded from asserting against the Debtor, its successors, or its assets or properties any other or
further Claims or Equity Interests based upon any act or omission, transaction or other activity of
any kind or nature that occurred prior to the Confirmation Date.

9.6  Injunction. In addition to and except as otherwise expressly provided in the
Plan, the Confirmation Order or a separate order of the Bankruptcy Court, all entities who have held,
hold or may hold Claims against or Equity Interests in the Debtor, are permanently enjoined, on and |
after the Effective Date, from (a) commencing or continuing in any manner any action or other
proceeding of any kind with respect to any such Claim or Equity Interest, (b) the enforcement,
attachment, collection or recovery by any manner or means of any judgment, award, decree or order
against the Reorganized Debtor, Newco, ETrans, GTrans or Gen or their respective subsidiaries or
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affiliates on accotint of any such Claim or Equity Interest, (c) creating, perfecting or enforcing any
encumbrance of any kind against the Reorganized Debtor, Newco, ETrans, GTrans or Gen or their
respective subsidiaries or affiliates or against the property or interests in property of the Reorganized
Debtor, Newco, ETrans, GTrans or Gen or their respective subsidiaries or affiliates on account of .
any such Claim or Equity Interest, (d) asserting any right of setoff, subrogatiofl or recoupment of any
kind against any obligation due from the Reorganized Debtor, Newco, ETrans, GTrans or Gen or
their respective subsidiaries or affiliates or against the property or interests in property of the
Reorganized Debtor, Newco, ETrans, GTrans or Gen or their respective subsidiaries or affiliates on
account of any such Claim or Equity Int?rest and (e) commencing or continuing in any manner any
action or other proceeding of any kind with respect to any claims and Causes of Action which are
extinguished, dismissed or released pursuant to the Plan. The injunction shall also enjoin all parties
in interest, including, without limitation, all entities who have held, hold or may hold Claims against
or Equity Interests in the Debtor, from taking any action in violation of the Confirmation Order.
Such injunction shall extend to successors of the Reorganized Debtor, Newco, ETrans, GTrans or
Gen or their respective subsidiaries or a.fﬁliates, their respective properties and interests in property.
This Section 9.6 shall not enjoin, bar or otherwise impair the commencement or prosecution of
direct personal claims against any Person other than the Reorganized Debtor, Newco, ETrans,

GTrans and Gen and their respective subsidiaries or affiliates.

ARTICLE X
RETENTION OF JURISDICTION

The Bankruptcy Court shall have exclusive jurisdiction of all matters arising out of, or
related to, the Chapter 11 Case and the Plan pursuant to, and for the purposes of, Sections 105(a) and
1142 of the Bankruptcy Code and for, among other things, the following purposes:

(@) to hear and determine pending applications for the assumption or rejection
of executory contracts or unexpired leases, if any are pending, and the allowance of cure amounts
and Claims resulting therefrom;

(b) to hear and determine any and all adversary proceedings, applications and
contested matters;
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- (¢) to hear and determine any objection to Administrative Expense Claims or
Claims;

(d) to enter and implement such orders as may be appropriate in the event the
Confirmation Order is for any reason stayed, revoked, modified or vacated,

(e) to issue such orders in aid of execution and consummation of the Plan, to
the extent authorized by Section 1142 of the Bankruptcy Code;

() to consider any amendments to or modifications of the Plan, to cure any
defect or omission, or to reconcile any inconsistency in any order of the Bankruptcy Court,
including, without limitation, the Confirmation Order;

(g) to hear and determine all applications for compensation and reimbursement
of expenses of professionals under Sections 330, 331 and 503(b) of the Bankruptcy Code;

(h) to hear and determine disputes arising in connection with the
interpretation, implementation or enforcement of the Plan and/or Confirmation Order;

(i) to reco;/er all assets of the Debtor and property of the Debtor’s estate,
wherever located;

(j)  to hear and determine matters concerning state, local and federal taxes in
accordance with Sections 346, 505 and 1146 of the Bankruptcy Code;

(k) to hear any other matter not inconsistent with the Bankruptcy Code; and

()  to enter a final decree closing the Chapter 11 Case.

ARTICLE X1
MISCELLANEOUS PROVISIONS
11.1 Effectuating Documents and Further Transactions. The Debtor (or the

Reorganized Debtor after the Effective Date), the Parent, Newco, ETrans, GTrans and Gen and their
respective subsidiaries and affiliates are each authorized to execute, deliver, file or record such

contracts, instruments, releases, indentures and other agreements or documents and take such actions
as may be necessary or appropriate to effectuate and further evidence the terms and conditions of the

Plan and any securities issued pursuant to the Plan.
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11:2 - Assurances Regarding Debt Securities.

(a) The Proponents shall take all commercially reasonable actions prior to the
date on which all debt securities issued or sold under the Plan are freely tradable (the “Issuance
Date”) to ensure that such debt securities will be structured, marketed, priced and sold insuch a
manner to trade at par; provided, however, that the assurances undertaken herein are not intended to
protect against changes in market interest rates after the date on which all debt securities issued
under the Plan are freely tradable.

(b) At all times prior to the Issuance Date, the Committee shall be given
reasonable observation rights in the procesé of structuring, marketing, pricing and selling the debt
securities.

11.3 Comorate Action. On the Effective Date, all matters provided for under the Plan

that would otherwise require approval of the shareholder or directors of the Debtor shall be deemed
to have occurred and shall be in effect from and after the Effective Date pursuant to the applicable
general corporation law of California, the state in which the Debtor is incorporated, without any
requirement of further action by the shareholder or directors of the Debtor. On the Effective Date, or
as soon thereafter as is practicable, the Debtor, ETrans, GTrans, Gen and Newco and tﬁeir respective
subsidiaries and affiliates shall, if required, file their articles of incorporation or articles of
organization or amended articles of incorporation or amended articles of organization, as
appropriate, with the Secretary of State of California, in accordance with the applicable general
corporation law of California. | _
11.4 Exemption from Transfer Taxes. Pursuant to Section 1146(c) of the Bankruptc
Code, the issuance, transfer or exchange of notes or issuance of debt or equity securities under the
Plan, the creation of any mortgage, deed of trust or other security interest, the making or assignment
of any lease or su.blease, or the making or delivery of any deed or other instrument of transfer under,
in furtherance of, or in connection with the Plan, including, without limitation, any merger
agreements or agreements of consolidation, deeds, bills of sale or assignments executed in
connection with any of the transactions contemplated under the Plan, shall not be subject to any

stamp, real estate transfer, mortgage recording, sales or other similar tax. All sale transactions
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consummated by"the Debtor and approved by the Bankruptcy Court on and after the Petition Date
through and including the Effective Date, including, without limitation, the sales, if any, by the
Debtor of owned property or assets pursuant to Section 363(b) of the Bankruptcy Code and the
assumptions, assignments and sales, if any, by the Debtor of executory contracts and unexpired
leases pursuant to Section 365 of the Bankruptcy Code, shall be deemed to have been made under, in
furtherance of, or in connection with the Plan and, therefore, shall not be subject to any stamp, real

estate transfer, mortgage recording, sales or other similar tax.

11.5 Releases by Debtor.
(@) As of the Effective Date, and subject to the release by the Releasees set

forth in Section 11.6 below, the Debtor releases all of the Releasees from any and all Causes of
Action held by, assertable on behalf of or derivative from the Debtor, in any way relating to the
Debtor, the Deb_tor-in-Possession, the Chapter 11 Case, the Plan, negotiations regarding or
conceming the Plan and the ownership, management and operation of the Debtor; provided,
however, that the foregoing shall not operate as a waiver of or release from any Causes of Action
arising out of any express contractual obligation owing by any former director, ofﬁcer'or employee
to the Debtor or any reimbursement obligation of any former director, officer or employee with
respect to a loan or advance made by the Debtor to such former director, officer or employee and is
not a waiver of or release for any attorneys retained in connection with this Chapter 11 Case from
claims by their respective clients.
(b) As of the Effective Date, the Debtor releases the Parent» from any and all

Causes of Action held by, assertable on behalf of, or derivative from, the Debtor, in any way relating
to the Debtor, the Debtor-in-Possession, the Chapter 11 Case, the Plan, negotiations regarding or
conceming the Plan, the ownership, management and operation of the Debtor, and any transactions
or transfers between the Parent and the Debtor, including but not limited to, any Cause of Action
arising under Chapter 5 of the Bankruptcy Code or any state fraudulent conveyance statute.

11.6 Limited Release by Releasees. In consideration for release of the Releases and
other valuable consideration, except as otherwise provided under the Plan, as of the Effective Date,
each of the Releasees, in any capacity, at their option, generally release the Debtor and the Debtor-
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in-Possession; the Reorganized Debtor, Newco, ETrans, GTrans, Gen and Newco and their
respective subsidiaries and affiliates, in each case in any capacity, from any and all Causes of Action
held by, assertable on behalf of or derivative from such Releasee, in any way relating to the Debtor,
the Debtor-in-Possession, the Chapter 11 Case, the Plan, negotiations regarding or concerning the
Plan and the ownership, management and operation of the Debtor. The release by the Debtor in
Section 11.5 of the Plan shall be provided only to Releasees who execute and delivery to the Debtor-
arelease as provided in this Section 11.6 and in a form acceptable to the Debtor.

11.7 Exculpation. As of and subject to the occurrence of the Confirmation Date, (a)
the Proponents shall be deemed to have solicited acceptances of the Plan in good faith and in
compliance with the applicable provisions of the Bankruptcy Code, including, without limitation
Section 1125(a) of the Bankruptcy Code, and any applicable non-bankruptcy law, rule or regulation
governing the adequacy of disclosure in connection with such solicitation and (b) the Proponents
and each of their affiliates, agents, directors, officérs, employees, advisors and attorneys shall be
deemed to have participated in good faith and in compliance with the applicable provisions of the
Bankruptcy Code in the offer and issuance of any securities under the Plan, and therefore, none of
the Debtor, the Debtor-in-Possession, the Parent, the Committee, or any of their respec;tive members,
officers, directors, employees, advisors, professionals or agents shall have or incur any liability to
any holder of a Claim or Equity Interest or other party in interest for any act or omission in
connection with, related to, or arising out of, the Chapter 11 Case, negotiations regarding or
concerning the Plan, the pursuit of confirmation of the Plan, the consummation of the Plan or the
administration of the Plan or the property to be distributed under the Plan, except for willful
misconduct or gross negligence, and, in all respects, the Debtor, the Debtor-in-Possession, the
Parent, the Committee, and each of their respective members, officers, directors, employees,
advisors, professionals and agents shall be entitled to rely upon the advice of counsel with respect to
their duties and responsibilities under the Plan; provided that nothing in this Section 11.7 shall effect
a release in favor of any person other than the Debtor with respect to any debt owed to the United
States Government, any state, city or municipality for any liability of such person arising under (a)
the Internal Revenue Code, or any state, city or municipal tax code, or (b) the environmental laws of
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the United States, any state, city or municipality.

11.8 Termination of Committee. The appointment of the Committee shall terminate
on the Effective Date.

11.9 Eees and Expenses.

(a) Subject to Section 1129(a)(4) and other applicable provisions of the
Bankruptcy Code, as of the Confirmation Date, the Debtor shall reimburse the Parent for any and all
fees and expenses of professional Persons incurred by the Parent in connection with the preparation
of the Disclosure Statement and the Plan and the prosecution, implementation and consummation of
the Plan. On a monthly basis thereafter, the Debtor shall reimburse the Parent for any and all fees
and expenses of professional Persons thereafter incurred by the Parent in connection with the
Disclosure Statement and the Plan.

(b) From and after the Effective Date, the Reorganized Debtor shall, in the
ordinary course of business and without the necessity for any approval by the Bankruptcy Court, pay |
the reasonable fees and expenses of professional Persons thereafter incurred, including, withéut
limitation; those fees and expenses incurred in connection with the implementation and

E ]
consummation of the Plan.

11.10 Payment of Statutory Fees. All fees payable pursuant to Section 1930 of title 28
of the United States Code, as determined by the Bankruptcy Court at the Confirmation Hearing,
shall be paid on the Effective Date.

11.11  Amendment or Modification of the Plan.

(a) Alterations, amendments or modifications of or to the Plan may be
proposed in writing by the Debtor at any time prior to the Confirmation Date, provided that the Plan,
as altered, amended or modified, satisfies the conditions of Sections 1122 and 1123 of the
Bankruptcy Code and the Debtor shall have complied with Section 1125 of the Bankruptcy Code.
The Plan may be altered, amended or modified by the Debtors at any time after the Confirmation
Date and before substantial consummation, provided that the Plan, as altered, amended or modified,
satisfies the requirements of Sections 1122 and 1123 of the Bankruptcy Code and the Bankruptcy
Court, after notice and a hearing, confirms the Plan, as altered, amended or modified, under Section
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1129 of the Bankiuptcy Code and the circumstances warrant such alterations, amendments or
modifications. A holder of a Claim that has accepted the Plan shall be deemed to have accepted the
Plan, as altered, amended or modified, if the proposed alteration, amendment or modification does
not materially and adversely change the treatment of the Claim of such holder.

11.12 Severability. In the event that the Bankruptcy Court determines that any
provision in the Plan is invalid, void or unenforceable, such provision shall be invalid, void or
unenforceab]e with respect to the holder or holders of such Claims or Equity Interests as to which
the provision is determined to be invalid, void or unenforceable. The invalidity, voidness or
unenforceability of any such provision shall in no way limit or affect the enforceability and
operative effect of any other provision of the Plan.

11.13 Revocation or Withdrawal of the Plan. The Proponents reserve the right to

revoke or withdraw the Plan prior to the Confirmation Date. If the Proponents revoke or withdraw
the Plan prior to the Confirmation Date, then the Plan shall be deemed null and void. In such event,
nothing contained herein shall constitute or be deemed a waiver or release of any claims by or
against the Debtor or any other Person or Entity or to prejudice in any manner the rights of the
Debtor or any Person or Entity in any further proceedings involving the Debtor.

11.14 Binding Effect. The Plan shall be binding upon and inure to the benefit of the
Proponents, the Reorganized Debtor, Newco, ETrans, GTrans, and Gen and their subsidiaries and
affiliates, the holders of Claims and Equity Interests, other parties in interest, and their respective
successors and assigns.

11.15 Notices. All notices, requests and demands to or upon the Debtor to be effective
shall be in writing and, unless otherwise expressly provided herein, shall be deemed to have been
duly given or made when actually delivered or, in the case of notice by facsimile transmission, when

received and telephonically confirmed, addressed as follows:
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If to the Debtor:

Pacific Gas and Electric Company
77 Beale Street

P.O. Box 7442

San Francisco, California 94120
Attn: General Counsel
Telephone: (415) 973-7000
Facsimile: (415) 973-5320

with a copy to:

PG&E Corporation

One Market, Spear Street Tower, Suite 2400
San Francisco, California 94105

Attn: General Counsel

Telephone: (415) 267-7000

Facsimile: (415) 267-7265

and:

Howard, Rice, Nemerovski, Canady, Falk & Rabkin
A Professional Corporation

Three Embarcadero Center, 7th Floor

San Francisco, California 94111

Attn: James L. Lopes

Telephone: (415) 434-1600

Facsimile: (415) 217-5910

and:

Weil, Gotshal & Manges LLP
700 Louisiana, Suite 1600
Houston, Texas 77002

Attn: Alan Gover
Telephone: (713) 546-5000
Facsimile: (713) 224-9511

If to the Committee:

Milbank, Tweed, Hadley & McCloy LLP
601 South Figueroa Street, 30th Floor
Los Angeles, California 90017

Attn: Paul S. Aronzon

Telephone: (213) 892-4000

Facsimile: (213) 629-5063

If to the Trustee:

The Office of the United States Trustee
250 Montgomery Street, Suite 1000
San Francisco, California 94104

Attn: Stephen L. Johnson

~ Telephone: (415) 705-3333

Facsimile: (415) 705-3379
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11:16- Governing Law. Except to the extent the Bankruptcy Code, Bankruptcy Rules or
other federal law is applicable, or to the extent an exhibit to the Plan provides otherwise, the rights
and obligations arising under this Plan shall be governed by, and construed and enforced in
accordance with, the laws of the State of California, without giving effect to the principles of
conflicts of law of such jurisdiction.

11.17 Withholding and Reporting Requirements. Except as otherwise provided by the -
Plan, in connection with the consummation of the Plan, the Debtor shall comply with all
withholding and reporting requirements imposed by any federal, state, local or foreign taxing
authority and all distributions hereunder shall be subject to any such withholding and reporting
requirements.

11.18 Plan Supplement. The Plan Supplement shall be filed with the Clerk of the
Bankruptcy Court at least ten (10) days prior to the last day upon which holders of Claims and
Equity Interests may vote to accept or reject the Plaﬁ. Upon its filing with the Bankruptcy Court, the
Plan Supplement may be inspected in the office of the Clerk of the Bankruptcy Court during normal
court hours. Holders of Claims or Equity Interests may obtain a copy of the Plan Supplement upon
written request to the Debtor at the address set forth in Section 11.15 of the Plan. |

11.19 Exhibits/Schedules. All exhibits and schedules to the Plan, including the Plan

Supplement, are incorporated into and are a part of the Plan as if set forth in full herein.
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11:20 Filing of Additional Documents. On or before substantial consummation of the
Plan, the Debtor shall file with the Bankruptcy Court such agreements and other documents as may

be necessary or appropriate to effectuate and further evidence the terms and conditions of the Plan.

DATED: September 20, 2001

PACIFIC GAS AND ELECTRIC COMPANY

By:
Gordon R. Smith
President and Chief Executive Officer

PG&E CORPORATION

By:

" Robert D. Glynn, Jr.
Chairman of the Board, Chief Executive Officer
and President

PLAN OF REORGANIZATION
-78-




EXHIBIT B

Disclosure Statement Order

[To be provided.]




EXHIBIT C
Assumptions — Nature and Limitations of Projections

The financial projections included in the Disclosure Statement are dependent

upon the successful implementation of the business plans of the Reorganized Debtor,
ETrans, GTrans and Gen and the validity of the other assumptions contained therein.
These projections reflect numerous assumptions, including confirmation and
consummation of the Plan in accordance with its terms, continued access by the
Reorganized Debtor, ETrans, GTrans and Gen to debt and equity markets, the continued
availability of the working capital facilities contemplated by the Disclosure Statement,
the anticipated future performance of the Reorganized Debtor, ETrans, GTrans and Gen,
certain assumptions with respect to competitors of ETrans, GTrans and Gen, general
business and economic conditions and other matters, many of which are beyond the
control of the Reorganized Debtor, ETrans, GTrans and Gen. In addition, the risk factors
outlined in the Disclosure Statement and unanticipated events and circumstances
occurring subsequent to the preparation of the projections may affect the actual financial
results of the Reorganized Debtor, ETrans, GTrans and/or Gen. Although the Proponents
believe that the projections are reasonably attainable, variations between the actual
financial results and those projected may occur and may be material.

Significant Assumptions Regarding Plan Consummation

The Debtor is assuming that the Plan shall be confirmed by the Bankruptcy Court for the
purposes of these projections. The assumption of Plan confirmation mcorporates the
following significant assumptions:

1. the holders of Classes 3a, 3b, 4a, 4b, 4c, 4d, 4e, 4f, 5,6, 7, 93, 9b, 11, 12, and 13
claims shall have voted to accept the Plan by the requisite statutory majority or
majorities as provided in section 1126(c) of the Bankruptcy Code;

2. no material adverse effect on the business, assets, operations, property, condition
(financial or otherwise) of the Debtor or any of its subsidiaries (other than
inactive subsidiaries) shall have occurred and be continuing;

3. no material unanticipated claims shall have been filed or asserted in the Chapter
11 Case;

4. all necessary regulatory and governmental approvals shall have been recelved
within the contemplated timeline; and

5. the Bankruptcy Court shall have confirmed the Plan.
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Significant Assumptions Regarding the Pre-Consummation Projections

Cash Balance At December 31, 2002

The Debtor expects to have cash available to reimburse creditors at year-end 2002 of
about $3.3 billion. This amount is estimated based on the current cash balances, and
taking into account various cash impacts through 2002. These impacts include reductions
for restricted funds, outstanding checks and all operating receipts and disbursements.
Capital expenditures included in the forecast total $1.4 billion in 2001 and $1.8 billion in
2002.

Earnings For 2001 -2002

Earnings over the period 2001 — 2002 reflect both earnings from ongoing utility
operations, as well as non-recurring items such as the impact of FERC-ordered refunds
and reversal of charges for costs the Debtor believes are invalid. Starting common equity
balances in 2003 incorporate these earnings.
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The Distribution Company (Reorganized Debtor)

A. Structure of the Reorganized Debtor

L.

The Reorganized Debtor will be a local electric and gas distribution company
serving retail customers in Northern and Central California. The Reorganized
Debtor will retain substantially all distribution assets, comprised of the current
assets that are not transferred to ETrans, GTrans or Gen or transferred or sold as
contemplated under Section VL.H. of the Disclosure Statement. In general, the
Reorganized Debtor’s assets will be electric facilities at voltages below 60
kilovolts and gas facilities at pressures below 60 psig.

The Reorganized Debtor will provide distribution customer services and revenue
cycle services, and will provide and administer public purpose programs for retail
electric and gas customers.

The Reorganized Debtor will retain the obligation to procure gas on behalf of its
retail gas customers and will accept the obligation to procure power on behalf of
its retail electric customers once certain financial conditions are achieved.

The Reorganized Debtor will assume and retain the bilateral energy purchase
agreements with (a) third party gas suppliers, and (b) most QFs and other third
party power suppliers. Gen will assume Irrigation District contracts and two QF
contracts whose operations are closely linked with the Irrigation District projects.
The Reorganized Debtor and Gen will enter into an agreement during which the
Reorganized Debtor will purchase output generated by Gen’s facilities and
produced under Gen’s power purchase agreements.

The Reorganized Debtor will contract with GTrans for a combination of firm and
as-available storage and pipeline capacity rights based on its continuing obligation
to serve core gas customers. :
The Hunters Point Power Plant and Humboldt Bay Power Plant assets will remain
with the Reorganized Debtor.

B. Significant Assumptions Regarding the Projections for the Reorganized Debtor

Income Statement

Total Operating Revenues

Revenues include customer payments for electric and gas distribution services, electric
transmission and gas transmission services, electric and gas energy procurement
purchases (excluding DWR sources of electricity), public purpose programs and Rate
Reduction Bonds.

1.

Electric and Gas Distribution Revenues include base revenue increases from
general rate case and attrition proceedings intended to enable the Reorganized
Debtor to recover increased costs due to inflation, customer growth and ratebase
growth. The authorized rate of return on common equity (ROE) remains at
11.2%. Electric annual load growth approximates 2%/year, and gas annual load
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growth ranges between 1.5% and 3%/year. The total energy demand incorporates
forecast impacts of conservation programs in 2001 and 2002.

2. Electric and gas procurement revenues match electric and gas procurement
expenses. Excluded are revenues collected for electric energy procured by DWR
on behalf of the Reorganized Debtor’s customers. Cash revenues (receipts) lag
expenses (disbursements) by the average working capital lag of 16 days.

3. Electric and Gas Public Purpose Program Revenue, excluding CARE, remains
relatively constant at about $230 million/year (about $200 million electric, $30
million gas). Identical M&O expenses offset these revenues so there is no impact
on distribution earnings.

Operating Expenses

1. Total Cost of Energy includes all electric and gas commodity procured on behalf
of retail electric and gas customers, and the costs of electric transmission and gas
transmission services. Electric commodity costs include QF contracts, bilateral
contracts with Gen, natural gas fuel for the Hunters Point and Humboldt power
plants and other commodity procurement and grid management costs. Excluded
are remittances to DWR for power it procures on behalf of the Reorganized
Debtor’s customers.

2. M&O and A&G Costs include direct M&O Expenses for electric and gas
distribution, M&O expenses for the Hunters Point and Humboldt facilities,
distribution A&G costs, public purpose programs and franchise and uncollectibles
expenses.

3. Depreciation is calculated using depreciation rates currently authorized by the
California Public Utilities Commission.

4. Property Tax is estimated at about 1% of net plant. Franchise Fees and
Uncollectable expenses are estimated at about 1% of revenue.

Interest Expense

Interest Expense (excluding Rate Reduction Bonds) consists mainly of interest on
long-term debt. Interest expense is based on an interest rate of about 7.75% for new
long-term debt and 4.7% for retained Pollution Control bonds. Borrowing costs are
based on the all-in, effective costs to the Reorganized Debtor. Corresponding debt
balances are net of issuance expenses. Accordingly, the par value of debt issued will
be approximately 1.0 percent higher than the net balances shown.
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Other Income -

Other Income is comprised of “below-the-line” income and expenses, including
AFUDC, operating costs not recoverable in retail rates, and non-recurring items.

Income Taxes
Income Taxes are calculated using a 35% federal tax rate and an 8.84% state tax rate,
with a combined tax rate of 40.746%. The book income tax provision reflects
existing regulatory practices for recognizing the timing of income tax expenses.

Dividends

Preferred Dividend arrearages are paid upon plan consummation. Preferred dividends
are based on an embedded cost of preferred stock of about 6.5%.

Balance Sheet

Starting balances are based on separation of the assets into the lines of business as
described in the POR and Disclosure Statement. Generally, balances of assets and
liabilities are either held constant at their starting level, or are taken as a percentage of
arevenue or expense. Plant in service, construction work in progress, common stock
and long-term debt are dynamic balances, changing as a function of cash from
operations and capital expenditures. Cash balances are assumed to be zero, since any
excess cash is either netted against short-term borrowings or is used to buy back long-
term debt and equity in order to meet the assumed capital structure targets for each
year. For the Distribution Business, the targeted debt/capital ratio is less than 50%,
declining from an initial debt/capital ratio of 55%.

Cash Flow Statement

Cash from operations is estimated by adding back depreciation and deferred taxes to
net income, plus changes in working capital. Seasonal variations in receipts and
reimbursements will cause these average requirements to fluctuate within a range of.
approximately +/- $250 million. :
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The Generation Company (Gen)

A. Structure of Gen

1. Gen produces electricity, ancillary services and reliability-must run services.
Initially all of the output of Gen will be sold to the Reorganized Debtor through a
long-term bilateral contract. Beyond the term of the contract, Gen expects to sell
into the open market at market rates.

2. Gen will own and operate the conventional hydroelectric facilities, Helms
Pumped Storage facility and Diablo Canyon Power Plant. In addition, Gen will
own and administer the Irrigation District contracts as well as two Qualifying
Facility contracts ~ Bowman and Sandbar. Table 1 lists the capacity and energy
output of Gen’s assets.

3. Gen will own and maintain the generation tie lines that connect the generating
assets to the transmission system.

Table 1. Gen Capability

Capacity
MW)
Hydro (incl. Helms) 3,896
Diablo Canyon 2,174
Irrigation Districts and QF's _ 1,062
Total 7,132

B. Significant Assumptions Regarding the Projections for Gen

Income Statement

Total Operating Revenues

Under the terms of the bilateral contract with the Reorganized Debtor, Gen will
receive separate capacity and energy payments. The capacity payments will be
subject to availability criteria and the energy payments will be based on the actual
electrical output of the assets. Both the capacity price and the energy price will
escalate with inflation. The capacity payment is expected to result in Gen revenue of
approximately $1.22 billion per year, while the energy payment is expected to be
approximately $0.26 billion. Actual revenue will vary with hydrological conditions,
unit outages, and other factors affecting energy production and capacity ratings under
the contract.
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Operating Expenses

1. Total Cost of Energy represents the cost of nuclear fuel for Diablo Canyon, as
well as the spent fuel storage fee imposed by the Department of Energy.

2. M&O and A&G Costs - - Hydro and Helms

a.

Hydro operations and maintenance expenses are similar to the expenses
contained in PG&E’s proposed Revenue Sharing Agreement settlement, dated
August 11, 2000.

Normal expenses are based on the Company's historic level of spending prior
to the passage of AB1890.

Mandated expenses are any expenses incurred as a result of an order from a
government agency or regulatory body. Such expenses include the cost of

complying with license conditions and fees payable to FERC, among other
costs. '

Transmission fees are estimated at $5.5 million per year escalating with
inflation, based on a Company forecast.

In recent history, the hydro system has experienced one major storm causing
approximately $20 million of damage every ten years. Consequently the
operating expenses include $2 million per year escalating at inflation to reflect
this cost.

3. M&O and A&G Costs - - Diablo Canyon

a.

Diablo Canyon’s normal operating expenses are about $230 million escalating
at inflation. O&M includes the cost of dry cask storage for spent nuclear fuel.
Each unit runs approximately 20 months between refueling outages, resulting
in one unit outage per year and 2 unit outages in the same year once every 5
years. Each refueling outage costs $35 million and requires 35 days to
complete.

Income on the Diablo decommissioning trust assets flow through Other
Income with an offsetting expense. All trust income and assets remain
restricted for the sole purpose of nuclear decommissioning.

4. M&O and A&G Costs - - Irrigation District and QF Contracts

a.

Irrigation district expenses consists of debt service payments, O&M, and
water and energy payments, initially totaling $70 million/year.

b. QF contract costs are in the form of capacity and energy payments totaling
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5. Depreciation and Decommissioning - - Depreciation expense is almost entirely for
PG&E conventional hydro. Depreciation expense on hydro assumes a 35 year
remaining life on gross plant. Diablo Canyon, Helms, and one conventional
hydro project (South Yuba) have previously been expensed for financial reporting

purposes.

Total Interest Income
Gen is assumed to not carry a cash balance.

Interest Expense
Interest Expense (excluding Rate Reduction Bonds) is modeled assuming an 8.2%
cost of long term debt. Borrowing costs are based on the all-in, effective costs to
Gen. Corresponding debt balances are net of issuance expenses. Accordingly, the
par value of debt issued will be approximately 1.0 percent higher than the net
balances shown.

Income Taxes

Income taxes are calculated using a 35% federal tax rate and an 8.84% state tax rate,
with a combined tax rate of 40.746%.

Balance Sheet

Assets

Net Plant
Net plant is essentially PG&E conventional hydro plus undepreciated capital

additions at Diablo Canyon, Helms and South Yuba.

r 144
Approximately $1.5 billion of this is the Diablo decommissioning trust fund. This
fund is projected to grow at 6.34% per year from investment income
reinvestments. The remaining $170 million is nuclear fuel inventory.

Current Assets '
Accounts Receivable - Customers

Accounts receivable is estimated at 45 days revenue.

Other Current 4ssets

$66 millior"of materials and supplies inventory is listed as Other Current Assets.

S
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Capitalization - .
Common Stock Equity
Gen is borrowing against the market value of its assets and the book value is
artificially low due to previous accounting write-downs. As a result, common
stock equity is negative.

ther Long Term
Gen consists of a mix of finite lived assets (Diablo Canyon, and the Irrigation
District and QF Contracts) as well as near-perpetual assets (Hydro and Helms).
Because of this mix of assets as well as the security of the bilateral contract,
Gen’s near-term borrowing capacity is greater than its long term borrowing
capacity. Gen is assumed to borrow $2.4 billion initially. $800 million of this
debt amortizes straight-line over 12 years.

Current Liabilities
U a — L7
Accounts payable is estimated at 45 days of cash operating expenses.

Deferred Credits and Other NC Liabilities
Deferred Income Taxes

Deferred income taxes are the difference between book and cash income taxes.

Other Noncurrent Liab.,

This item is the liability associated with decommissioning Diablo Canyon.

Cash Flow Statement

Cash Flows From Operations
Cash from operations is estimated by adding back depreciation and deferred taxes to
net income, plus any change in working capital.

Investing Activities
Capital E i
Hydro and Helms
1. Capital spending is divided into normal capital and mandated capital costs. The
normal capital spending forecast is the same as that contained in the Revenue
Sharing Agreement.

2. Mandated capital costs, like mandated expenses, are capital costs incurred as a
result of an order from a government agency or regulatory body. Mandated
capital costs are based on a Company forecast and average $16 million (2001%)
over the first 10 years.
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Diablo Canyon

Diablo’s capital spending is divided into 2 categories: base and major projects.
Base capital spending is approximately $20 million per year. Major projects
consist of turbine rotor replacement ($93 million over 2003-2005) and steam
generator replacement ($415 million over 2006-2009).

Irrigation District and QF Contracts
There are no capital expenditures associated with the Irrigation District or QF

Contracts.

10
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The Electric Transmission Company (ETrans)

A. Structure of ETrans
1. ETrans will operate as an independent electric transmission company, selling
transmission services to wholesale customers (other utilities), and to electric
generators. ETrans will not procure electricity or ancillary services, except to the
extent already required under existing transmission contracts to be assumed by
ETrans and to meet any obligations under an ISO or RTO. ETrans’ transmission
network capacity will be controlled by the ISO/RTO.

2. ETrans will own electric facilities at voltages 60 kilovolts and above, including
substations and telecommunications infrastructure.

B. Significant Assumptions Regarding the Financial Projections for ETrans

Income Statement

Total Operating Revenues

1. Operating revenues are estimated by assuming that ETrans’ transmission rates are
set annually by FERC. Authorized returns on common equity are 12.5% in 2003
2004, and 12.0% in 2005.

2. Authorized revenues are assumed to be increased each year to reflect additions of
new transmission plant, and the offects of inflation on operating costs.

Operating Expenses

1. Grid Services - - The amounts on this line include the expenses of reliability-
must-run (RMR) contracts. RMR costs are assumed to total about $250
million/year.

2. M&O and A&G Costs are the costs of operating and maintaining ETrans’ electric
infrastructure for delivering energy. These expenses are for the portion of costs
that are not capitalized, and include employee compensation and benefits, payroll
taxes, materials and supplies, contract labor, franchise fees paid to the cities and
counties ETrans serves, and other costs and fees.

3. Depreciation & Decommissioning - - Depreciation expense is estimated as a
function of investment in plant, and computed using currently approved

depreciation rates.

4. Property & Other Taxes - - Property Tax is estimated at about 1% of net plant.

11
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5. Total Interest Income - - ETrans is assumed to not carry a cash balance, and not to
have any balancing account interest income.

Interest Expense
Interest expense on long-term debt is estimated using a 7.73% cost of debt.
Borrowing costs are based on the all-in, effective costs to ETrans. Corresponding
debt balances are net of issuance expenses. Accordingly, the par value of debt issued
will be approximately 1.0 percent higher than the net balances shown.

Other Income

This line includes amounts for AFUDC (Allowance for Funds Used During
Construction).

Income Taxes
Income taxes are calculated using a 35% federal tax rate and an 8.84% state tax rate,
with a combined tax rate of 40.746%.

Preferred Dividend Req

ETrans is assumed to be financed only with common equity and long-term debt.
Therefore, there are no preferred dividends.

Balance Sheet

Starting balances are based on separation of the assets into the lines of business as
described in the POR and Disclosure Statement. Generally, balances of assets and
liabilities are either held constant at their starting level, or are taken as a percentage of
arevenue or expense. Plant in service, construction work in progress, common stock
and long-term debt are dynamic balances, changing as a function of cash from
operations and capital expenditures. Cash balances are shown as zero, since any
excess cash is offset against short-term debt, or is used to buy back debt and equity in
order to meet the assumed capital structure targets for each year.

Plant in Service
Changes in Plant in Service are based on business unit forecasts of annual capital
expenditures during the forecast period, which in tumn are based on current business
plans and projections. Significant capital expenditures for capacity additions,
including Path 15, are included in the forecast.

12
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Cash Flow Statement

1. Cash from operations is estimated by adding back depreciation and deferred taxes
to net income, plus any change in working capital. Cash from operations over the
forecast period is insufficient to fund ETrans’ capital spending program over this
period. As result, external financing, both equity and debt, is required. Equity
infusions are assumed to be funded by the parent company, either through
internally generated funds from other businesses or from stock issuance.

2. Working capital is estimated based on year-end recorded balances.

13
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The Gas Transmission Company (GTrans)

A. Structure of GTrans

1. GTrans will operate as an independent, FERC-regulated interstate gas
transmission company, and will provide open access, non-discriminatory gas
transportation, storage and related services to local gas and electric distribution
companies, gas marketers, electric generators and other credit-worthy parties.
GTrans will focus on providing open access transportation and related services,
and, at least initially, will not buy and sell natural gas or other commodities.

2. GTrans will own gas transmission lines above 60 psig, including approximately
6,300 miles of pipelines, three underground storage facilities, eight compressor
stations and certain end-use customer service lines. In addition, GTrans will
receive all other assets currently used primarily to support the gas transmission
business, except the Reorganized Debtor will retain gas gathering facilities and
operations.

B. Significant Assumptions Regarding the Financial Projections for GTrans

Income Statement

Total Operating Revenues

Forecast operating revenues for 2003 are based on forecast 2002 revenues (fully
normalized for weather and hydro conditions) for PG&E’s California Gas
Transmission business unit, and include an assumed 1% increase in total throughput
due to system load growth. For the period 2004-2005, revenues are calculated as
those necessary to achieve the full FERC-authorized return on common equity, which
is assumed to be 13.0% for 2004 and 2005.

Operating Expenses

1. Total Cost of Energy - - The amounts on this line are zero, since GTrans has no
plans to market natural gas commodity sales to its customers. Natural gas used to
operate GTrans’ compressor stations and to reflect other line losses will be
collected from shippers through an “in-kind” shrinkage adjustment.

2. M&O and A&G Costs - - Maintenance and Operation (M&O) costs are based on
GTrans’ current forecast for 2002, and are escalated thereafter. These are the
costs of operating and maintaining GTrans’ infrastructure for delivering and
storing natural gas. These expenses are for the portion of costs that are not
capitalized, and include employee compensation and benefits, payroll taxes,
materials and supplies, contract labor, franchise fees paid to cities and counties,
and other costs and fees. Activities covered by these costs include pipeline,
underground storage, and right-of-way maintenance. Administrative and General
(A&QG) costs represent the administrative costs of running the business. These
costs also are forecast based on 2002 estimates.
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3. Depreciation & Decommissioning expense is estimated as a function of
investment in plant, and computed using currently-approved depreciation rates.

4. Property and Other taxes, such as Franchise Fees, are estimated based on the sum
of 1% of net plant and 1% of revenues.

Total Interest Income

GTrans is assumed not to carry a cash balance, and not to have any balancing account
interest income.

Interest Expense
Interest expense on long-term debt is estimated using a 7.73% cost of debt.
Borrowing costs are based on the all-in, effective costs to GTrans. Corresponding
debt balances are net of issuance expenses. Accordingly, the par value of debt issued
will be approximately 1.0 percent higher than the net balances shown.

Other Income

These amounts are based primarily on an estimate of AFUDC (Allowance for Funds
Used During Construction.) :

Income Taxes

Income taxes are calculated using a 35% federal tax rate and an 8.84% state tax rate, .
with a combined tax rate of 40.746%.

Preferred Dividend Req

GTrans will be financed only with common equity and long-term debt. Therefore,
there are no preferred dividends.

Balance Sheet

Starting balances are based on separation of the assets into the lines of business as
described in the POR and Disclosure Statement. Generally, balances of assets and
liabilities are either held constant at their starting level, or are taken as a percentage of
a revenue or expense. Plant in service, construction work in progress, common stock
and long-term debt are dynamic balances, changing as a function of cash from
operations and capital expenditures. Cash balances are assumed to be zZero, since any
excess cash is used to offset short-term debt or is used to buy back debt and equity in
order to meet the assumed capital structure targets for each year.

15
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Plant in Service )

Changes in Plant in Service are based GTrans’ expected annual capital expenditures

N during the forecast period, which in tum are based on current business plans and
projections. These forecasts reflect the forecasted timing of plant additions.
Significant capital expenditures for pipeline and storage capacity additions are
included in the forecast.

Cash Flow Statement

Cash from operations is estimated by adding back depreciation and deferred taxes to
net income, plus any change in working capital.
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Exhibit C

Reorganized Debtor ($Mitlions)

12/31/02 12/31/03 12/31/04 12/31/08
INCOME STATEMENT
Total Operating Revenues* 10113.1 10042.5 10362.4
Operating Expenses:
Total Cost of Energy* 6036.0 5822.9 6007.3
M&O and A&G Costs 1850.1 1882.6 1900.4
Depreciation & Decommissioning 7415 737.9 752.5
Property & Other Taxes 109.7 111.2 111.7
RRB Asset Amortization 280.1 290.1 290.1
Total Operating Expenses 9027.4 88447 9062.1
Operating Income 1085.8 1197.8 1300.3
Total Interest Income 16.0 9.9 9.4
Interest Expense (Excl RRBs) 410.7 370.6 364.1
RRB Interest 87.9 68.9 50.3
Total Interest Expense 498.5 439.5 414.4
Other Income (44.4) (41.4) (45.9)
Pretax Income 558.8 726.7 849.4
Total Booked Income Taxes 183.3 2491 298.9
Preferred Dividend Req 226 229 23.9
Total Eamings Avail for Common 352.9 4547 526.7

* Excludes Receipts and Disbursements for COWR Procurement.



Reorganized Debtor ($Millions)
12/31/02 12/31/03 12/31/04 12/31/05
BALANCE SHEET
Assets:
Plant in Service 19756.9 20754.5 21504.4 222427
Accumulated Depr (9161.4) (9902.9) (10496.7) (11059.9)
Net Piant 10595.5 10851.6 11007.7 11182.8
Construction Work In Progress 137.3 139.3 141.2 142.9
Other Noncurrent Assets 64.4 64.4 64.4 64.4
Total Long-term Assets 10797.2 11055.3 112133 11390.1
Current Assets:
Short-term Investments (Net) 0.0 0.0 0.0 0.0
Accounts Receivable 1651.3 1701.6 1751.9 1785.7
Balancing Accts Receivable 0.0 0.0 0.0 0.0
Inventory - Fuels 168.7 165.8 163.0 163.4
Inventory - M&S 64.2 65.9 67.6 69.2
Total Current Assets 1884.2 1933.4 1982.4 2018.2
Deferred Charges:
Expense Deferral (Reg Assets) 1572.8 12827 992.6 7025
Other Deferred Charges 1418.3 1418.3 1418.3 1418.3
Total Deferved Charges 2991.2 27011 24110 2120.9
TOTAL ASSETS 15672.6 15689.8 15606.7 15529.2



Reorganized Debtor ($Millions)

12/31/02 12/31/03 12/31/04 12/31/05
Capitalization:
Common Stock Equity 37385 4114.0 4568.7 4905.4
Preferred Stack (ind QUIDS) 4235 419.7 433.9 448.0
RRBs Qutstanding 1160.4 870.3 580.2 290.1
Other Long-term Debt 5035.7 5019.1 4903.9 4865.6
Total Capitalization 10358.1 10423.1 10486.7 10509.0
Current Liabilities:
Short-Term Borrowings 164.3 164.3 161.5 161.9
Accounts Payable - Creditors 982.2 10124 1062.2 1095.6
Accounts Payable - Affiliates 0.0 0.0 0.0 0.0
Balancing Accounts Payable 29.3 29.1 28.9 286
Accrued Taxes Payable 573.5 569.7 540.4 544.0
Current Portion of RRBs 290.1 290.1 290.1 290.1
Long-Term Debt - Current 0.0 0.0 0.0 0.0
Interest Payable 42.7 38.2 33.7 334
Dividends Payable 0.0 0.0 0.0 0.0
Other Current Liabilities 610.4 610.4 610.4 610.4
Total Current Liabilities 2692.5 2714.2 2727.2 2764.0
Deferred Credits and Other NC Liabilities:
Deferred Income Taxes 840.5 744.6 648.7 566.8
Deferred ITC 108.3 103.8 99.4 94.9
Noncurrent Balancing Acct Liab 0.0 0.0 0.0 0.0
Customer Advances for Construction 117.2 121.7 123.9 126.8
Other Deferred Credits 1301.9 1301.9 1301.9 1301.9
Other Noncurrent Liab, 254.1 280.3 218.8 165.7
Total Deferred Credits & NC Liab 2622.0 25524 2392.8 2256.2
TOTAL CAPITAL & LIABILITIES 15672.6 15689.8 15606.7 15529.2



Reorganized Debtor (SMiltions)

12/31/02 12/31/03 12/31/04 12/31/05
CASH FLOW STATEMENT
Cash Flows From Operations:
Net Income 375.5 477.6 550.5
Depreciation 717.5 737.9 752.5
Change in Deferred Taxes (95.9) (100.4) (86.4)
Change in Accts Receivable (50.3) (50.2) (33.8)
Change in Inventories 1.2 1.2 2.0)
Change in Accts Payable 50.0 49.8 335
Change in Accrued Taxes Payable (3.8) (29.3) 3.6
Change in Bal Accts & Reg Asset Amort 289.9 289.9 289.8
Change in Other Working Capital 3.3 (4.5) (0.3)
Other Net Cash from Operations 26.6 1.6 2.0
Net Cash from Operations 1314.0 13735 1509.4
Investing Activities:
Capital Expenditures (997.6) (956.7) (981.6)
Other Net Investing Activities 0.0 0.0 0.0
Net Cash Used In Investing (997.6) (956.7) {981.6)
Financing Activities:
Common Stock Issued (Repurchased) 0.0 0.0 (190.0)
Preferred Stock Issued 0.0 21.0 21.0
Preferred Stock redeemed (3.8) (6.9) (6.9)
Long-term Debt issued 0.0 (115.1) (38.4)
Long-term Debt matured/redeemed (0.0) 0.0 0.0
Long-term Debt purch/sinking 0.0 0.0 0.0
RRB Principal Repayments (290.1) (290.1) (290.1)
Change in Short-term Position 0.0 (2.8) 0.4
Dividends Disbursed (22.9) (22.9) (23.9)
Other Net Financing Activities 0.0 0.0 0.0
Net Cash Used in Financing (316.8) (416.9) (527.8)
Net Change in Cash (0.4) 0.0 0.0



ETrans ($Millions)
12/31/02 12/31/03 12/31/04 12/31/05

INCOME STATEMENT

Total Operating Revenues 773.8 847.0 905.5
Operating Expenses:

Grid Services 263.0 260.9 258.9
M&O and A&G Costs 166.3 169.4 172.6
Depreciation 1114 1223 134.8
Property & Other Taxes 23.6 26.9 30.0
Total Operating Expenses 564.3 579.6 596.3
Operating Income 209.5 267.5 309.2
Totatl Interest Income 0.0 0.0 0.0
Total Interest Expense 96.7 101.0 111.6
Other Income 5.6 6.6 6.1
Pretax Income 118.4 173.0 203.7
Total Booked Income Taxes 48.3 70.5 83.0
Preferred Dividend Req 0.0 0.0 0.0

—
Total Eamings Avail for Common i 70.2 102.5 120.7



ETrans'

($Millions)
12/31/02 12/31/03 12/31/04 12/31/05

BALANCE SHEET
Assets:
Plantin Service 31925 3514.8 3895.3 42316
Accumulated Depr (1135.9) (1247.3) (1307.4) (1381.7)
Net Plant 2056.6 2267.5 2587.9 2850.0
Construction Work In Progress 57.6 58.8 60.0 61.2
Other Noncurrent Assets 0.0 0.0 0.0 0.0
Total Long-term Assets 2114.2 2326.2 2647.9 29111
Current Assets:
Short-term Investments (Net) 0.0 0.0 0.0 0.0
Accounts Receivable 74.9 82.7 90.5 96.8
Other Current Assets 5.8 5.9 6.1 6.1

Total Current Assets 80.7 88.6 96.6 102.9
Deferred Charges 204.3 204.3 204.3 204.3
TOTAL ASSETS 2399.2 2619.1 2948.7 3218.3



ETrans '

(3Miilions)

12/31/02 12/31/03 12/31/04 12/31/05
Capitalization:
Common Stock Equity 536.3 754.3 964.8 1062.3
Preferred Stock (incl QUIDS) 0.0 0.0 0.0 0.0
Other Long-term Debt 1250.0 1250.0 1362.8 1525.8
Total Capitalization 1786.3 2004.3 2327.6 2588.1
Current Liabilities:
Short-Term Borrowings (Net) 0.0 0.0 0.0 0.0
Accounts Payable 423 423 424 42,6
Balancing Accounts Payable 0.0 0.0 0.0 0.0
Accrued Taxes Payable 46.3 46.6 46.9 47.6
Long-Term Debt - Current 0.0 0.0 0.0 0.0
Interest Payable 0.0 0.0 0.0 0.0
Dividends Payable 0.0 0.0 0.0 0.0
Other Current Liabilities 424 42.4 424 424
Total Curent Liabilities 131.0 131.3 131.7 132.5
Deferred Credits and Other NC Liabilities:
Deferred Income Taxes 307.3 313.7 320.2 328.8
Deferred ITC 14,2 13.6 13.1 12.6
Noncurrent Balancing Acct Liab 0.0 0.0 0.0 0.0
Customer Advances for Construction 0.0 0.0 0.0 0.0
Other Deferred Credits 155.1 155.7 156.2 156.3
Other Noncurrent Liab. 5.2 0.5 0.0 0.0
Total Deferred Credits & NC Liab 481.9 483.5 489.5 497.8
TOTAL CAPITAL & LIABILITIES 2399.2 2619.1 2948.7 3218.3



ETrans

($Millions)

12/31/02 12/31/03 12/31/04 12/31/05
CASH FLOW STATEMENT
Cash Flows From Operations:
Net Income 70.2 102.5 120.7
Depreciation 1114 1223 134.8
Change in Deferred Taxes 6.4 5.9 8.2
Change in Accts Receivable (7.8) (7.8) 6.3)
Change in inventories 0.0 0.0 0.0
Change in Accts Payable 0.1 0.1 0.1
Change in Accrued Taxes Payable 0.3 0.3 0.7
Change in Other Working Capital (0.0) 0.0 0.0
Other Net Cash from Operations (6.3) 0.0 0.0
Net Cash from Operations 174.3 223.3 258.2
Investing Activities:
Capital Expenditures (322.3) (444.0) (398.1)
Other Net Investing Activities 0.0 0.0 0.0
Net Cash Used In Investing (322.2) (444.0) (398.1)
Financing Activities:
Common Stock Issued (Repurchased) 148.0 107.9 (23.2)
Preferred Stack Issued 0.0 0.0 0.0
Preferred Stock redeemed 0.0 0.0 0.0
Long-term Debt issued 0.0 112.8 163.0
Long-term Debt matured/redeemed 0.0 0.0 0.0
Long-term Debt purch/sinking 0.0 0.0 0.0
Change in Short-term Position 0.0 0.0 0.0
Dividends Disbursed 0.0 0.0 0.0
Other Net Financing Activities 0.0 0.0 0.0
Net Cash Used In Financing 148.0 220.7 139.8
Net Change in Cash 0.0 0.0 0.0



GTrans

($Millions)

12/31/02 12/31/03 12/31/04 12/31/05
INCOME STATEMENT
Total Operating Revenues 430.5 427.5 450.8
Operating Expenses:
Total Cost of Energy 0.0 0.0 0.0
M&O and A&G Costs 130.2 134.1 138.3
Depreciation 77.2 814 83.8
Property & Other Taxes 19.7 21.7 225
Total Operating Expenses 2270 237.2 2446
Operating Income 203.5 1904 206.2
Total Interest Income 0.0 0.0 0.0
Total Interest Expense 716 746 73.1
Other Income 26 3.2 19
Pretax Income 134.4 119.0 135.0
Total Booked Income Taxes 54.8 48.5 . 55.0
Preferred Dividend Req 0.0 a.0 0.0
Total Eamings Avail for Common 79.6 70.5 80.0




GTrans

($Millions)

12/31/02 12/31/03 12/31/04 12/31/05

BALANCE SHEET
Assets:
Plant in Service 2766.9 2886.0 3062.2 3108.9
Accumuiated Depr (1110.3) (1187.5) (1214.9) (1272.0)
Net Plant 1656.5 1698.5 1847.2 1836.9
Construction Work In Progress 10.0 378 9.9 28.5
Other Noncurrent Assets 0.0 0.0 0.0 0.0
Total Long-term Assets 1666.5 1736.2 1857.1 1865.4
Curmrent Assets:
Short-term Investments (Net) 0.0 0.0 0.0 0.0
Accounts Receivable 46.3 46.0 457 48.2
Other Current Assets 6.5 6.7 6.9 7.0

Total Current Assets 52.8 52.7 52.5 55.2
Deferred Charges 104.7 104.7 104.7 104.7
TOTAL ASSETS 1824.1 1893.6 20144 2025.3



GTrans ($Millions)

12/31/02 12/31/03 12/31/04 12/31/05
Capitalization:
Common Stock Equity 485.9 505.7 577.0 652.5
Preferred Stock (incl QUIDS) 0.0 0.0 0.0 0.0
Other Long-term Debt 900.0 939.2 977.9 900.9
Total Capitalization 1385.9 14449 1554.9 1553.4
Current Liabilities:
Short-Term Borrowings 0.0 0.0 0.0 0.0
Accounts Payable 125 12.8 13.2 136
Balancing Accounts Payable 0.0 0.0 0.0 0.0
Accrued Taxes Payable (16.9) (16.8) (16.6) (16.5)
Long-Term Debt - Current 0.0 0.0 0.0 0.0
Interest Payable 0.0 0.0 0.0 0.0
Dividends Payable 0.0 0.0 0.0 0.0
Other Current Liabilities 345 M5 345 345
Total Current Liabilities 30.0 30.6 31.1 31.6
Deferred Credits and Other NC Liabilities:
Deferred Income Taxes 278.2 288.3 298.3 310.5
Deferred ITC 10.2 9.7 9.3 8.8
Noncurrent Balancing Acct Liab 0.0 0.0 0.0 0.0
Customer Advances for Construction 0.0 0.0 0.0 0.0
Other Deferred Credits 1210 1201 119.2 121.3
Other Noncurrent Liab. {1.2) 0.0 1.5 (0.3)
Total Deferred Credits & NC Liab 408.2 418.1 428.3 440.3
TOTAL CAPITAL & LIABILITIES 18241 1893.6 2014.4 2025.3



GTrans

($Millions)

12/31/02 12/31/03 12/31/04 12/31105
CASH FLOW STATEMENT
Cash Flows From Operations:
Net Income 79.6 70.5 80.0
Depreciation 77.2 81.4 838
Change in Deferred Taxes 10.1 9.6 1.7
Change in Accts Receivable 0.3 0.3 {2.5)
Change in inventories 0.0 0.0 0.0
Change in Accts Payable 0.3 0.4 04
Change in Accrued Taxes Payable (0.1) 0.2 0.1
Change in Other Working Capital 0.0 0.0 0.0
Other Net Cash from Operations (27.6) 1.8 (0.1)
Net Cash from Operations 139.9 164.1 173.4
Investing Activities:
Capital Expenditures (119.1) (203.6) (91.8)
Other Net Investing Activities (0.0) 0.0 0.0
Net Cash Used In Investing (118.1) (203.6) (91.8)
Financing Activities:
Common Stock Issued (Repurchased) (60.0) 0.8 (4.6)
Preferred Stock Issued 0.0 0.0 0.0
Preferred Stock redeemed 0.0 0.0 0.0
Long-term Debt issued 39.2 38.7 (77.0)
Long-term Debt matured/redeemed 0.0 0.0 0.0
Change in Short-term Position 0.0 0.0 0.0
Dividends Disbursed 0.0 0.0 0.0
Other Net Financing Activities 0.0 0.0 0.0
Net Cash Used In Financing {20.8) 39.5 (81.6)
Net Change in Cash (0.0) 0.0 0.0



Gen ~ ° (SMillions)
12/31/02 123103 123104 12/31/05

INCOME STATEMENT

Total Operating Revenues 1471.5 1488.8 1504.9
Operating Expenses:

Total Cost of Energy 95.7 89.5 93.8
M&O and A&G Costs 551.2 589.0 539.0
Depreciation 494 52.7 62.5
Property & Other Taxes 63.4 63.9 65.1
Total Operating Expenses 759.7 795.1 760.3
Operating income 711.8 693.7 7447
Total Interest income 0.0 0.0 0.0
Total Interest Expense 194.1 188.6 183.1
Other Income 88.9 94.5 100.5
Pretax Income 606.7 599.6 662.0
Total Booked Income Taxes 2458 2429 268.3
Preferred Dividend Req 0.0 0.0 0.0

Total Eamings Avail for Common 360.9 356.7 393.7



P

Gen ($Millions)
12/31/02 12/31/03 12/31/04 12/31/05

BALANCE SHEET
Assets:
Plantin Service 9489.6 9603.5 9703.4 9912.0
Accumulated Depr (8640.3) (8689.8) (8742.5) (8804.9)
Net Plant 849.3 913.8 960.9 1107.0
Construction Work In Progress 1.0 253 66.5 0.0
Other Noncurrent Assets 1572.2 1661.1 1755.7 1856.2
Total Long-term Assets 24225 2600.2 2783.1 2963.2
Current Assets:
Short-term Investments (Net) 0.0 0.0 0.0 0.0
Accounts Receivable 199.3 1814 183.5 185.5
Inventory - M&S 66.0 66.0 66.0 66.0
Other Current Assets 0.0 0.0 0.0 0.0

Total Current Assets 265.3 2474 2495 251.5
Deferred Charges 0.0 0.0 0.0 0.0
TOTAL ASSETS 2687.8 28476 3032.6 3214.8



Gen ($Millions)

12/31/02 12/31/03 12/31/04 12/31/05
Capitalization;
Common Stock Equity (1209.0) (1092.5) (956.2) (815.8)
Preferred Stock (inct QUIDS) 0.0 0.0 0.0 0.0
Other Long-term Debt 2400.0 2266.7 2200.0 2133.3
Total Capitalization 1191.0 1174.2 1243.8 1317.8
Current Liabilities:
Short-Term Borrowings 0.0 0.0 0.0 0.0
Accounts Payable 73.3 76.6 79.9 73.6
Long-Term Debt - Current 0.0 66.7 66.7 66.7
Interest Payable 0.0 0.0 0.0 0.0
Dividends Payable 0.0 0.0 0.0 0.0
Other Current Liabilities 0.0 0.0 0.0 0.0
Total Current Liabilities 73.3 143.3 146.5 140.3
Deferred Credits and Other NC Liabilities:
Deferred Income Taxes 59 30.0 48.9 64.2
Deferred ITC 0.0 0.0 0.0 0.0
Other Deferred Credits 0.0 0.0 0.0 0.0
Other Noncurrent Liab. 1417.6 1500.2 1593.3 1692.4
Total Deferred Credits & NC Liab 1423.4 1530.2 1642.3 1756.7
TOTAL CAPITAL & LIABILITIES 2687.8 2847.6 3032.6 3214.8



Gen {SMillions)

12/31/02 12/31/03 12/31/04 12/31/05
CASH FLOW STATEMENT
Cash Flows From Operations:
Net Income 360.9 356.7 393.7
Depreciation 49.4 52.7 62.5
Change in Deferred Taxes 24,1 18.9 15.3
Change in Accts Receivable (2.4) (2.1) (2.0)
Change in Inventories 0.0 0.0 0.0
Change in Accts Payable 3.6 3.3 (6.2)
Change in Accrued Taxes Payable 0.0 0.0 0.0
Change in Other Working Capital 0.0 0.0 0.0
Other Net Cash from Operations (10.6) (1.4) (1.4)
Net Cash from Operations 425.0 428.1 461.9
Investing Activities:
Capital Expenditures (113.9) (141.0) (142.1)
Other Net Investing Activities 0.0 0.0 0.0
Net Cash Used In Investing (113.9) (141.0) (142.1)
Financing Activities:
Common Stock Issued (Repurchasged) (244 4) {220.4) (253.1)
Preferred Stock Issued 0.0 0.0 0.0-
Preferred Stock redeemed 0.0 0.0 0.0
Long-term Debt issued 0.0 0.0 0.0
Long-term Debt matured/redeemed (66.7) (66.7) (66.7)
Long-term Debt purch/sinking 0.0 0.0 0.0
Change in Short-term Position 0.0 0.0 0.0
Dividends Disbursed 0.0 0.0 0.0
Other Net Financing Activities 0.0 0.0 0.0
Net Cash Used In Financing (311.0) (287.1) (319.8)
Net Change in Cash - 0.0 0.0 0.0



L New Money Notes

Issuers

Amount

Interest Rate

Maturity
Interest Payment Date

Ranking

Covenants

Initial Trading
Procedures

I. Long-Term Notes

Issuers

Amount

EXHIBIT D

Summary of Terms of Long-Term Debt

1. ETrans;
2. GTrans;
3. Gen; and

4.  Reorganized Debtor.

ETrans -- $770,000,000

GTrans -- $390,000,000

Gen -- $200,000,000

Reorganized Debtor -- $4,310,000,000

Market rate for comparable long-term notes at the time of
issuance.

10 years, 20 years or 30 years from issuance.
Semiannually.

Pari passu with other unsecured notes, including long-term notes,
and prior to subordinated debt.

Will reflect market terms at the time of their issuance.

The initial holders of the New Money Notes will be permitted to
sell such New Money Notes upon issuance; provided, however
such initial sale is conducted through one of the bookrunning

managers of the New Money Notes offerings for the period 10
days after issuance of the New Money Notes.

1. ETrans;

2. GTrans; and

3. Gen.

ETrans -- $380,000,000
GTrans -- $420,000,000
Gen -- $1,900,000,000



Interest Rate

Maturity
Interest Payment Date

Ranking

Covenants

Initial Trading
Procedures

Market rate for comparable long-term notes at the time of
issuance.

10 years, 20 years or 30 years from issuance.
Semiannually.

Pari passu with other unsecured notes, including New Money
Notes, and prior to subordinated debt.

Will reflect market terms at the time of their issuance.

The initial holders of the long-term notes will be permitted to sell
such long-term notes upon issuance; provided, however such
initial sale is conducted through one of the bookrunning managers
of the New Money Notes offerings for the period 10 days after
issuance of the long-term notes.

III. QUIDS Long-Term Subordinated Notes

Issuers

Amount

Interest Rate

Maturity
Redemption Rights

Interest Payment Date

Ranking

1. ETrans;

2. GTrans; and

3.  Gen.

ETrans -- $80,000,000

GTrans -- $60,000,000
Gen -- $160,000,000

Market rate for comparable long-term subordinated notes at the
time of issuance.

2025 (same as original maturity).

Redeemable in whole or in part at 100% of principal plus accrued
interest.

Quarterly. So long as no event of default has occurred, the issuer
may extend the interest payment period for up to 20 quarters and
then pay the accrued interest, subject to further extension (but not
beyond maturity) for an additional 20 quarters. During the
extension, the issuer would be precluded from paying dividends or
making distributions to equity holders and from redeeming or
repurchasing securities that are pari passu or junior to these
subordinated notes.

Pari passu with each other; subordinate to all debt except after-
issued subordinated debt and Chromium long-term subordinated
notes, and senior to Chromium long-term notes.



IV. Chromium Long-Term Subordinated Notes

Issuers

Amount
Interest Rate
Maturity
Ranking

V.  New Mortgage Bonds

Issuer

Amount

1. ETrans;

2. GTrans;

3.  Gen; and

4.  Reorganized Debtor.
Unknown.

Zero coupon reflecting market rate.

10 years from issuance.

Subordinate to all other debt, including QUIDS long-term
subordinated notes.

Interest Rate and Maturity

Redemption Rights
Ranking

Collateral

Exceptions to Collateral

Reorganized Debtor
$345,000,000 '
Identical to currently outstanding Mortgage Bonds.
Identical to currently outstanding Mortgage Bonds.

All bonds of all series are pari passu with one another; generally
senior to all other debt.

Subject to listed exceptions, secured by a first lien on all fixed and
personal property, shares of stock deposited with the trustee and
choses in action, including after-acquired property (subject to liens
existing at acquisition).

The amended and restated Mortgage would expressly exclude
from the collateral “excepted property” — cash and securities not
paid, deposited or held under the indenture, contracts and other
agreements, contract rights, bills, notes and other instruments,
accounts receivable, claims and judgments, governmental and
other licenses and permits.etc., intellectual property rights and
other general intangibles, vehicles and other movable equipment,
goods, materials and inventory held for sale in the ordinary course
or consumable, products produced, fumniture and fixtures,
computers, data processing and telecommunications facilities used
primarily for administrative or clerical purposes or not otherwise
used in the Reorganized Debtor’s core business, and mineral

rights.



Negative Lien ‘Covenant

Payment of Dividends

Events of Default

The Reorganized Debtor would not create or permit any debt, lien
or charge which would be prior to the lien of the indenture upon
the mortgaged property or upon the income derived therefrom
except for:

* Mortgages, pledges, liens, charges, security interests or
encumbrances (“Liens”) on the assets of the Reorganized
Debtor in existence on the date of the indenture (including all
Liens contemplated by the Plan of Reorganization) and to the
extent the Reorganized Debtor merges into, another entity,
Liens on the assets of such entity on the date of merger;

* Liens on property pledged to ensure the payment of principal
and interest on debt issued to finance or refinance some or all
of the undercollection reflected in the Reorganized Debtor’s
TRA or comparable account or Liens otherwise created in
connection with the issuance of tax-exempt debt securities;

* pledges or deposits by the Reorganized Debtor under worker’s
compensation laws, unemployment insurance laws or similar
legislation, or good faith deposits, etc.; Liens imposed by law
or; Liens for property taxes, minor restrictions as to the use of
real properties or Liens incidental to the conduct of the
business of the Reorganized Debtor;

* Liens constituting purchase money security interests and Liens
related to construction and acquisition of property;

* Lieng incurred in connection with sale-leaseback transactions
by the Reorganized Debtor.

Notwithstanding the above, the Reorganized Debtor may create,
assume or guarantee secured debt which would otherwise be
subject to the foregoing restrictions, provided that, after giving
effect thereto, the aggregate amount of all secured debt then
outstanding (not including secured debt permitted under the
foregoing exceptions) at such time does not exceed 10% of the
consolidated net tangible assets (as defined in the Mortgage) of the
Reorganized Debtor.

As restricted by applicable law.

* Nonpayment of interest when due after 30-day grace period.
* Nonpayment of principal of or premium at maturity.

* Breach of covenant or warranty in the indenture and

continuation of such breach for 60 days after notice given to
the company. '



Amendments

Occurrence of event or condition which results in acceleration
of bond, debenture, note or other evidence of money borrowed
or guaranteed by the Reorganized Debtor or any significant
subsidiary with an aggregate outstanding principal amount of
more than $25,000,000, and such indebtedness is not
discharged or acceleration is not rescinded within 30 days after
notice to the Reorganized Debtor.

Entry of decree or order for relief in an involuntary case under
federal or state bankruptcy law or similar laws or adjudging the
company or any significant subsidiary to be bankrupt or
insolvent or appointing custodian, receiver, etc., which decree

or order remains in effect for 60 days.

Commencing a voluntary case under federal or state
bankruptcy law or other similar law; making an assignment for
the benefit of creditors; admission in writing of inability to pay
debts when due or taking of corporate action in furtherance
thereof.

Ministerial amendments may be adopted without bondholder
consent.

Modification and amendments may be made by the
Reorganized Debtor and the trustee with the consent of a
majority in principal amount of each series affected.

Amendments to certain specified economic terms of any series
of notes (i.e., maturity date, percentage of outstanding bonds
required to approve certain matters, conversion ri ghts, creation
of prior lien) may be adopted only with the consent of each
bondholder.



