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I, Tammie Candelario, deciaresas follows: ;5

17w am the Director of Building:and Eand Services of Pacific Gas and Electric

~ Company (“PG&E™); aposition'T'have held since May 2000. :I am responsible for; among
* other things, overseeing the sale; lease-and appraisal.of PG&E’s real estate assets along with

‘I real estate strategy and plasnitg: T make this declaration in support of the Debtor’s

Appilication for Authority to L:npiey Redl Estate Appraisers and Brokers (the . -

’“Apphcatfon ). “This Deciaration is-based on iny personal knowledge, €xcept where:

indicated otherwise.- If calied as‘a witiess, I could and would testify competently to,the facts

- stated herein.

for D PG&E owns approximaiely 5,000 parcels of real estatz and, as a ﬁenant,

“leases space in approximately 240 buildings in addition to a number of land leases.
“Therefore, in the ordinary course of its business, PG&E regularly employs real estate
appraisers and brokérs to assist PG&E o real estate metters; including: (1) leasing
‘ ffénsaéti011§ (2)'the purchase ‘and sale of real estate, and (3) real estate strategy and .-

plannlng T T N S Rt R TR 0 ';1:‘».*\ . Lo S a .: t

37 PG&E séeks atithority to employ each of the appmlsers listed on Exhibit A

- attached hiéreto (the “Appraisers™). Exhibit A includes a summary. of the terms of each

appraiser’s contract with PG&E, including the date of the contract, the hourly rates for
appraisal services and a maximum contract value;:

PG&E seeks- auhority to'employ: each-of the brokers listed on Exhibit B

“attached hereto (the “Brokéts™). Exhibit B-1includes &ll of the brokers who may perform

“consulting services in additior éc brokerage services, and:includes & summary -of the terms of

each broker’s contract with PG&E, including the date of the contract, the hourly rates for

| ““consulting ‘services and a maximimi coritract valie. Exhibit B-2 includes the names and

| addressés of the brokers wio may perform brokerage services for PG&E but who will not

perform any consalting services. - -
| 5. ' PG&E is readily familiar with the professional capabilities of each of the
Appraisers and Brokers arid believes that ¢ach is well-qualified to assist PG&E in -

‘CANDELARIO DECL. RE APPLIC. FOR AUTHORITY TO EMPLOY APPRAISERS AND BROKERS
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.62 +PG&E has existing contracts with-each-of the Appraisers. The stdndard

- form oft comract utilized for retention of appraisers;is attached-hereto-as Exhibit C (the
4 ““Appraiser Contract”). The purpose of the Appraiser Contract-is to specify the general terms

- anid conditions under which PG&E will-hire an appraiser and to set limits on the appraxser s

fee, stich as the hourly rate-and a mastimum contract value.,;When a Harti"cpl'a?rlpgoj"ect

.. necessitates employment of an arpraiser, a Contract; Work Aqthorizgt,i‘gn;(f‘_CWA”:) is signed

{| -by the parties, authigrizing the work and agreeingto the specific fee to.be paid.for that

project, subject to the general terms and conditions of the Appraiser-Contract, The -

- Appraiser Contract attdched as:Exhibit € is.a copy of the congract between PG&E?aI;d Diaz,

Diaz and Boyd;nc.. This-contract is-representative of the terms and conditions of all of the

' Appraisers’: .contrats and is:submittéd:as an example in lieu of submitting, each-of the

contracts;: The primary difference:between the various Appraiser Contracts cons1sts of the

I houriy rates and maximum values, which information is summarized on Exhibit A. PG&E

has not actually employed any of the Appraisers post-petition, except that certain Appra;Se;s____

‘iave been emiployed in connection with the acquisitign.of sgakproperty, which I understand
| is'not covered by:this Application 2 Furthermare; there are ng.putstanding amognts due to
- any of theAppraisers, except thatwene of the @ppraiscrs;;Gmg\L.icg,;has, waived a prg-;petition

claim against PG&E in the amount.0f5$2;,400. . o h g e
v e 7. Thetactual-costs to PGEE for:an appralsal(ar,e generally determmed by a

“number of factors including complexity-of the assignment; type of report needed and

locatio‘n"o.f the property:: Thesesame:factors generally determine. which appraiser would be
cHosen for a particular job..It isalse typigal for PG&E to request quoﬁgs ﬁ_com tw6 or more
appraisers, who.generally bid:for the particular job.on a {‘not to exceed” basis. Because of
iis extensive experience.in.managing:its real estate portfolio, PG&E ﬁas a high level of in-

house expertise that permits it to monitor the validity and reasonableness of agpraisal fees

and costs.” In'the-vast majority'of appraisals.obtained by PG&E pre -petition, PG&E has paid
: no more than $10,000 per appraisal, which ineludes both the fee for conducting the- appraisal

'\ CANDELARIO DECL. RE APPLIC. FORAUTHORITY TO EMPLOY APPR. AWFRS AND BROKERS
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| and any relaiéd costs inclrred by the appraiser. =

""""

‘services, suchr as detérmining the highest and best use for a parcel of real estate, in situations

where an appraisal is not needed. In such cases, the appraiser would be paid on an kourly

‘basis at the ‘agreed upon houtly rate. In‘connection with appraiser-related consulting

services conducied pre-petition, FG&E has paid varying amounts, depending upon its real

‘estate needs at any pa'rticular tirne, ranging up to $20,000 per year. Curcently, PG&E’s

expectation is that the reorganization effort will require additional valuation consulting

‘services as PG&E focuses on real estaté dispositicn and strategic planning, and PG&E

estimates that such services will average $5,00€ per morich in hourly consulting fees for the

Appraisers. -

9. ' As abrief overvisw of PG&E’s handling of real estate acquisitions, in the

course of PG&E’s businiess as a govermnent-reguiated vtility, all real property (or in many

'~ cases, easements) to be acquirec i3"ireated 25 a poteniial condemnation action in light of

PG&E’s power to condeirin property. PG&E is required to hire an appraiser to comply with

the procedural requiremeiits of the eminers domain law. Although in many cases PG&E

reaches an agréement with a'landowner béferea condemnation action is actually filed, the

appraiser is hired specificaliy to prepare an ‘appraisal to be used in a condemnation action.
p

'10. PG&E has éxisting contracts with sach of the Brokers listed on Exhibit B-1

hereto, which includes brokers who may perform consulting services as well as brokerage

services (the “Consulting Brokers”).- The standard form of contract utilized for retention of

the CthUltihg Brokers is attached hereto as Exhibit D-1 and D-2 (the “Broker Contract™).

Exhibit D-1 is d copy of the contract between PG&E and Grubb & Ellis and is representative

of the general contract form used for the Consulting Brokers who have pre-petition

[ contracts, specifically: (1) Grubb & Ellis, (2) Collizrs Intemnational, (3) Loh Realty, and (4)

North Pacific Coast Company. Exhibit D-2 is a copy of the contract between PG&E and

CM Reilty and is representative of the general ceniract:form used for the Consulting
Brokers who have recently exectted a post-petition contract with PG&E, specifically: (1)

CANDELARIO DECL. RE APPLIC. FOR AUTHORITY TO EMPLOY APPRAISERS AND BROKERS
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CM Realty, (2) BT Commercial, and (3). Belvedere Associates.. The principal Flifference

between these two,contract forms.is that-the; .pre=petition Broker Contract 1ncluded the terms

. of PG&E’s exclusive listing agreement (drscussed in Paragraph 12 below), while the post-

|- petition Broker-Contract doesmot. . . i, i L oosnd o deew et o

.- As-with the Appraiser Contract, the putpose of the Broker Contract is to

. specify the general terms and;conditions under, Wthh PG&E will hire a broker and to set
limits on the broker’s. fee, 'suc,h as-the hourly rate and a.maximum contract value. When a

4§ particular project neeessrtates employment,of a broker, a CWA is sigped by ; the parties,
‘authorizing the work and agreeing to the fee to.be paid for that preject, subject to the general

- terms and conditions-of the Broker Contract. . Exhibit B-1 includes a summary, of fthe terms

and conditions in the various Broker Contracts that are variable, primarily the different

. ‘hourly rates.charged by each Brokez. :Although the, .Consulting Brokers have existing Broker

Contracts inplace, PG&E has not actually employed any of the fonsultmg Brokers post-

BReS

petition andtherg are.no-outstanding amounts, due to any of the Consulting | Brokers

- 12. - PG&E alsa seeks to, employ. eertam Brokers solely for purposes of an *~

. exchusive listing to sell property- These Brokers arg Ldermﬁed on ,Exhlblt B-2 (“Llstmg

Brokers”):and are:not expected te perform any-gonsulting serviges. Therefore the Broker

4 : Comract summarized,above is:not necessary ; ,for the Ligting Brokers. The form of Excluswe

Listing Agreement o be usedby. PG&E for.the. Listing Brokers is. attached hereto as

Exhibit E.” The Exclusive:Listing Agreement; would;also.be used for the Consultmg Brokers

in the event they-perform brokerage.services.

13, <Historically,: the comuyyission yald by PG&E for the sale of property is

" negotiable based’on the amountof time and expertise required to complete the assignment

and is calculated as-a pereentage of the,sale-price. Commissions paid by PG&E for pre-

- pétition sale transactions ranged from 3%10:10%, with the:yast majority in the 4% to 6%

" range. A 10% commissior-has typically been paid, only for low value ($50 000 or less) rural

property. In mest-other;transactions, the : highest. commrssron PG&E has paid is 6% PG&E

* anticipates.that most:ofrits;real egtate transactions wrllconsrs‘t_‘_of property sales. In the event

. CANDELARIO DECL: RE APPLIC: FOR AUTHORITY TO EMPLOY APPRAISERS AND BROKERS
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of a purchase, however, PG&E typically pays no broker’s fee.but may pay a broker for

“hourly consultingservices in connection-with the transaction. Similarly, in lease .

transactions, FG&E is typically the lessee.and dqes.not pay a broker’s commission but may

- pay a broker for hourly consulting services in connection with the transaction. -

© 147 PG&E also seeks authority for employment of the Consulting Brokers for

| .consulting services, siuch as when PG&E seeks market research in connection with real

estate strategy-and planning or where PG&E will not be paying a commission but seeks
advice from a broker in connecticn with a transaction.. In such cases, the broker would be
paid on an hourly basis at the agreed upon hourly.rate. In.connection with broker-related
‘¢consulting services conducted pre-petition, PG&E has paid varying amounts, depending

“upon its real estate needs at any: particular time, ran gin g up to $50,000 per year. Cu_rrently,

PG&E’s expectation is that the reorganization effort will require additional broker .

- consuliing services as PG&E focuses-on real estate dispesition and strategic planning, and

I PG&E estimates'that such services, will average $15,000 per month in hourly consulting fees

for the Consuiting Brokers: .~ or o -0 ooy 00 0 e

~~+15.: - The only Listing Broker currently under contract with PG&E is Terra

© Properties, which has two pre-petition exclusive listing agreements with PG&E: (a) The first

listing agreement was. entered into.or: Jaruary 14, 2000, as currently extended to December
31, 2001, and involves property located in Redding, California on.Court. Stré:e;t (the “Court
Street Property”). This property censists of 4:3 acres of vacant property with improvements
that require replacement and is to be sold for approximately. $700,000. No buyer was found
for this property pre-petition. I August 2001, a potential buyer began negotiations to

purchase the property but no final agreement has been reached; (b) the second listing

| aéféen‘iem was entered into'cn January 24, 2001, with an expiration date of December 31,

2001, and involves property located in Redding, California on Viking Way (the “Viking
Way Property”). This property consists of 30 acres of vacant land to be sold for
approximately $180,000. No buyer was found for this property pre-petition, nor.are there
any offers pending. ’

“ {CANDELARIO DECL: RE APFLIC. FOR AUTHORITY ‘TO EMPLOY APPRAISERS AND BROKERS
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16. PG&E did notnotify Terra of the requirement to be employed in ;;he
barikruptcy case beforé this Applicationwas prepared-as it m.is’gakenly'believed‘.th;t only
- brokers‘doing work pro‘sjaectively required Court. approval. PG&E was focused orl the fact
that new’ {post-petition) employment agreements required Court approval and therefore

overlooked Tetra’s unique position. - Terra was the:only broker who “straddled” the petition

* date, by continuing-to provide setvices undet’ the pre-petition listing agreements sin¢e no

"buyers had been found for the Court Strzet and Viking Way Properties as of the petition

date. Part of tHe confusion arose becausé thereiare other PG&E: brokers with pre-petition

exclusive listing agreements who are not being employed as-estate professionals, based on

the advice of courisel that this lattér group:of brokers ismot “disinterested” under bankruptcy

law. For all of these reasofis;-the necessity:of obtaining approval for Terra’s services was

- . I el
SRR R ‘.-;‘»'.."

17, I'believe that Térra’s post-petition services have benefited the esfrfate by

' continuing to'expose these difficult:to-sell properties to the market. -Although there is na’

sale agreement at this time, there is a potential buyer on.ile Court Street Property. Both the
Court Stréet and the Viking Way-Properties fequire substantidl and prolonged marketing
efforts due to their isolated locations and locat:market conditions. At.this time; Terra is not
owed any commissions and PG&E ‘hds notidecided whether 10 extend the listing agreements,
both of which ‘expire on‘Deceinber3 1, 2001l viwyire ~n = v 00

I declare under'penalty-of perjusy unider the laws of the.United States of America
and the Sta‘te of California that thie foregoing is:true and-correct and that this Declaration is
- executed this _L__ day ‘of November,. 20014 4t San Francisco, California.

St T

WD 100301/1-1419904/948477/v1 ~ < T T
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