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t.i3: 1 NOTICE:OF MOTION AND MOTION
PLEASE TAKE NOTICE that on October 2;-2002 at 9:30 a.m., or as soon

thereafter as.the matter may be heard in the Courtroom of the Honorable Dennis Montali,

. located-at 235-Pirie’ Street, 22nd-Floor; San Francisco, California, Pacific Gas and Electric

Company, the debtor'and debtor,in possession in the above captioned Chapter 11 case
(“PG&E”), will and hereby does move the Court for entry of an Order Authorizing
Additional Mlscellaneous Implementetlon Expenses (the “Motlon”)

This Motion is based on- this Notice of Motlon and Motion, the accompanylng

Memorandum of‘Points and Authgrities, the Deelaratlons of M. Kirk Johnson, Lance Maeda,

"I Michael Meko, Stephanie Maggard and June Ruckman; filed concurrently herewith, the

*'record of this case and‘any evidefce presented at or prior to the hearing on this Motion.

... PLEASE-TAKE'FURTHER NOTICE that pursuant to Rule 9014-1(c)(2) of the

‘Bankruptcy Local Rules for.the-Northern District of California, any written:opposition to the
:i* Motion and the relief requested. herein, must-be filed with the Bankruptcy Court and served

upon appropriate parties'(including-counsel for. BG&E, the Office of the United States

Trustee and the Official Committee of Unsecured Creditors) at leastfive (5) days prior to the

: scheduled-hearing date: "If there:is no timely objection to the.requested relief, the Court may

enter 4n order granting: such.relief without-further hearing.

2 - e N C . -
' L st PR o, . ' “ ,r
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’ V7 MEMORANDUM 'OF POINTS AND“AUTHORITIES
- 4. . Pacific Gas and Electric Company, the debfor and.debtor in possession in the
'above-captioned Chaptet 11 case-(“PG&E”), réquests:an order.authorizing PG&E to incur

" additional miscellaneoiis eXperses related to'implementatiomof PG&E’s pr0posed.?lan of

Reorgamzatlon pursuant to Bankruptcy Code Section363(b)(1). 22, «t . izl
3t . ) . PR, WA i :
S TR R TR Ty, - g tepry et vemoepe . 3
~ e A e - Cin i Siiae s oa .Iut. [ PR Fae § [N SR MR FP3E)

ST Bl s pATTUAL BACKGROUND: 0. enlt -0

- -

13 7 . pG&E filed & voluntaiy petition for relief-under.Chraptéf. 11.0f the Bankruptcy

' Gode-on Apnl 6 -2001.-A trustee has Tiot been ‘appointed; and PG&E continues'to function
“asa debtor—m-possesswn piirsuant to Sections 1107:and:1108!of the Bankruptcy Code

|- 7w Y-S L PG&E itogether withits parent torpbration, PG&E Corporation, has proposed a

"Plan of Réorganization (as dmerided from time'to:time;the “Plan”), which has recently been
-voted on by creditors; along with the corpeting:plan‘of zeorganization proposed.by’ tl;e L
" California Pablic Utilities Commission. “The confirmation hearing hastbeen schedpled to =" -
“commence on November12, 2002 = 1 v~ o b sbdrnze J 000 2o oy e

f. i The Plan genérally provides for the-creationof three new companies, ETrans

‘| ‘LLC, GTrans LLC and Eléétfic’Genération‘I;DC;(Colleoﬁvelyv;the'.“New.Entities”-),,vyhereby

PG&E will separate its operations into fourlines of business based on PG&E'’s historical
functions. Accordingly, the Reorganized Debtor will continue the retail gas and electnc
distribution business, ETrans LLC will operate the electric transmission business, GTrans
LLC will operate the interstate gas transmission business, nand Electric Generation LLC will
operate the electric generation ‘ousiness it e won Ay e

T

PG&E prewously ﬁled and obtamed orders approvmg 11 motlons seeking -

: authonty to. 1ncur costs related to 1mplementat10n of the Plan "In the MOthIl for Authonty to

Incur Informatlon Technology Consultlng Expenses and the accompanymg Declaratlon of
" Stephanie Maggard (the “Maggard Declaration”), ﬁled on July 23 2002 PG&E identified

additional implementation projects that will need to commence before the Plan is confirmed

MOTION FOR AUTHORITY TO INCUR ADDITIONAL MISCELLANEOUS IMPLEMENTATION EXPENSES
-
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(the “Implemeritation Projects”) and estimated that the totgl'expenses for these -

" Implementation Projects will range from $10.8 to $17.8 million. In the Motion for Authority

to Incur Miscellaneous:Implementation Expenses (“Miscellaneous Motion”) filed on :

. Atigust 15, 2002, a-portion-of the Implementation Projects-were covered for a total estimated

‘cost of $1,397,180:: This Motion’coVers additional Implementation-Projects for a total

estlmated cost of$5 602, g10hr. - - oL . . _,

"

. As explained in the'supporting declarations, the cost estimates set forth hereln are

- baséd on PG&E’s initial scoping of the project requirements.and negotiations with the

consultants who-have been selected to perform the work (or preliminary discussions with the

potential consultants; as nofed below).. For each-of the consulting firms, PG&E’s standard

" contractual provisions in' place. with these.firinis (or.to.be included in any contracts to be
‘executed hereafter) 'do not guarantee future work or any minimum amount of revenue. . .

- PG&E-will also'maintdin the right to terminate the work at any time without cause, in which
“casé PG&E'is liable only for work.performed to the date of termination plus costs

‘reasonably incurred by the consultant:in terminating any work in progress. There are a few : '

exceptions, however, where PG&E has beén unable to obtain the services;without paying an
initial set-up or flat feé, which cannot be recovered if the work is subsequently terminated.

“THese exceptlons Kave been described below, where apphcable In addition, the software

- license fees'described below ifivolve one time, charges that cannot be recovered if the work

is Subsequently'terminated:s - . e

AT AR - . Lo R
L AR T WP . Lt e ea ~ -

" A. GTRANSBUSINESS PROCESSES:’ S
- The following projects'relate to the business,requirements of GTrans LLC

'PG&E antlclpates ﬁhng one or more motions in October to cover additional Implementatlon
Projects not covered in the Miscellaneous Motion or this Motion. Also, certain projects described
herein involve work that PG&E has decided can wait until Plan confirmation to commence, but will
need to commence immediately thereafter. Where these, pro_] ects have been included herein, it is
noted that the expense will iot be incurred until immediately after Plan confirmation.

2'I’he facts set forth'in thxs Section A are supponed by the Declaration of M. Kirk Johnson
filed concurrently herew1th

MOTION FOR AUTHORITY TO INCUR ADDITIONAL MISCELLANEOUS IMPLEMENTATION EXPENSES
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"(“GTrans”), the New ‘Entity:that will'operate the interstategas transmission line of business.

. -
I R ‘ . P e - .
? . & — Ll < P . . '
S eee i . - - g - - . v T -

~ » R Fe V. . L . s t 5 I ST ' 3 .
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11.' “"'Credit Evaluations (Cost Bstifnate—5$40,000): 7% =.. 1 ..~

- < " GTrans-will require credit evaluationsto;be performed for approximately 80 .

“‘customets Wwho hold Qualifying Facilities (“QF”)-agreements-with PG&E. +Under the terms

"of the QF agreements, PG&E purchases electnmty from QF customers:. -PG&E also prowdes
QF customers with gas-and electric. transmission services. PG&E currently may offset .
paymients to the QF-customers (forelectricity purchased from them)-with amounts Que from
the QF customers (for gas and electric transmission services); The ability-to offset paﬁents
"i$ a consideration in determining the creditworthiness of these QF customers. .-, ‘ -

T

» Upori'separation from PG&E; GTrans will:provide gas .trar}s‘r_nissipl_llser,vices to
-‘fhe QF customers'but'will not buy electricity from them and therefore not have the ability to

' offset desctibed above. - Accordingly;the QF .custofnérs, must be eyaluated to ensure their

_creditworthinéss. . This work must be compléted prior to the Effective Date under the Plan .

ik

(the “Plan Effective Date™) in-order for:GTrans ta commence,gas, transmission serv1ces to .

‘these customers after'the Plan Effective Date::PG&E “intends to conduct the credlt

[

" evaluations immediately after the Plan is:confirmed-in' order;to allow sufficient time tc -

: complete the evaluatlon process; as wellas the drafting and execution of any necessary 2
credit instrurhents; in advance of the Plan-Effective Date.- PG&E s seekmg approval of th1s
expense now to av01d any delay in commencing this work 1mmed1ate1y after Plan ., g

- confirmation. :In the evént that the Plan is not confirmed, this work will jpot be performed

PG&E has selected a management consultl_ng and engmeermg ﬁnn ESS

Consulting, to perform the credit evaluations. The cost for this work will be approx1mately

* $40,000. AR R RS SN Vol YR IPS LA e
o P R I A Dah A O S - «
’if: :\ZT )_‘*::i:."\"‘ . . :- L;:”\",:*. o V;( ’.':L_; ~ -e-:';"‘,‘;j;:(.hz: ,:—' '.'),‘ ;TE:.",'."., ‘.' 10" i SRS
)~ - -‘ ~ -" ¢ "14" A
* Virtual Metermg (Cost Estlmate—S140”000) Poie v 3«-,‘ oo

After the Plan Effectlve Date GTrans will be a gas transm1551on busmess and

PG&E will be one of its customers:for gas deliveries. .In order to bill P,G&E’forgas .
. MOTION FOR AUTHORITY TO INCUR ADDITIONAL MISCELLANEOUS IMPLEMENTATION EXPENSES
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* database in advance of the Plan Effective Date. ;| SRR B } et

“deliveries, GTtfans will néed to measure the quantity of gas delivered to PG&E. Currently, \

the over 5,000 interconnection points between what will be the GTrans gas transmissién

system and the PG&E, gas, dlstnbutlon system are, not metered In V1ew of the large number

e W e ——

3

"of 1nterconnect10n pomts itis not economlcally fea31b1e to mstall meters.

T Therefore,,mstead of mete(s, the gas deliyeries will be'measured pursuant to a

“virtual 'metering” niethq?iﬁlbgy-,- which'has been proposed.pursuant to the Metered, Quantity
Determination Agree’mént (‘MQDA?). “Aspart of PG&E’s applications filed on ,
November 30, 2001 with the Federal Energy Regulatory Commission (“FERC?) to approve
the transactions contemplated by the Plan, PG&E filed the proposed MQDA and requésﬁed

" FERC?s approval for its-virtual metering methodology. ... .-

In order to create. this-virtual metering; a new database will be.developed to serve

" as'the central data rep051tory for MQDA gas,delivery information. The database. will be

used to calculaté and providé arecord of GTrans’ gas deliveries to PG&E and will be the

sole source of information abqut~§hese gas'deliveries. It is estimated that,tI}e process of -

"designing and developing the riew database will take approximately three months. -

Fc;lioviring' the development of the database, PG&E fequires additional time to test the

- PG&E Has selected two.applications developers.from Blackstone Technology.
Group to design, develop and implement the new. database, working with PG&E business
and sysierhs ahalygtsf‘ Blackstone Technology Group is a consulting firm specializing in
utility éppliéétiori solutions. PG&E estimates that this project will cost approximatel)jl ~

$140,000. ~ s G0 e

e v « @ e - *

- . .
1 ¥ . R - . Y . . T

3 P
W e e

B. REORGANIZED PG&E BUSINESS PROCESSES.

PG&E has identified several projects related to the business operations of"

Reorganized PG&E (reférred to herein as PG&E), as described below, to be comp]etéd by or

_in advance of the Plan Effective Date. All of the. work ciesgriiaéd below is necessary to

establish impoﬁanf PG&E business processes that need to be developed as a result of the

MOTION FOR AUTHORITY TO INCUR ADDITIONAL MISCELLANEOUS IMPLEMENTATION EXPENSES
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'ware products that are licenséd by PG&E Corpotation. * As'a result-of the separation under

v'y,‘”"'\" e e L . e Y e et TRl T L L -
‘traihing and Support services is approximately $9;200." -~.voie

(i) software used to track employee-contributions to PG&E’s political action committee; -
(ii)'software used to manage PG&E’s pensior @nd-pension benefits funds; (i) software used
46 trait PG&E employees over'the Internet on Husiness ethics'and compliance with legal and

- e L R O S TR . 4 - - .
regulatory requirement5° (iv)-software used to track tisk management and insurance .-
““fnstall and configure the software as part of a particular business system or set of business
‘rite databases to account for thé separation of PG&E from the New Entities. -Also, PG&E

" requires additional time to provide instriction and training to.the employees ‘who-will'be.

B s R L dr T -- s
using the various software products.: "% ~-r7 T L LA IO BRI

" employees ‘who hald bptiond'td plirchase PG&E Corporation stock. Pursuant-to the Plan;

“employees who hold Spfions to purchasé PG&E Corporation stock will also be granted .

P -

separatlon contemplated by 'the Plan.

~

- -
poemge g n PR s -~ . o
N 3 ’ - s A e peN 34

L% 407" Software Licehses And Relafed Experses (Cost Estimate—§9.200).
" Cutrently, PG&E Co’fbo%etion provides certain Services to PG&E utilizing soft-

perform these functions internally. The'total costs for these software licenses and related

a

“ v\ THe types of software licenses that PG&E will need to purchase include:

!
s e T
L

requlrements - anid ) ‘software used for tax Teturti preparation and tax 'solutions.

" Theé foregomg ‘softwaré licenses must be purchased. promptly.to allow.for time to--|

B

processes, to test the installation, and,-in some cases, to convert existing data or create sepa-

- v - . - - .
PR L AR RS T O I O U K A AP Y

]
M ; - - ‘- o . . e " . - Py - “ !
. vy, I~ R .ot - B -

t .. .
[ S
- -yl .)__: - Y- v a X

2. Stock Option Management (Cost Estimate—S$25,000). S .

-

" PG&E-Corporation currently administers'a stock option plan for PG&E

5 -
. - . . eoN T

3 !

"3The facts set forth ifi this Sechon”B 1 'and Section B2 ‘below are supported by the Declaratlon
of Lance Maeda filed concurrently herethh (“Maeda Decla:atlon”) s

’
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1 options to purchase:PG&E sto‘ck, which will be publicly traded after the,Plan Et‘fec_tive Date.
'2'[" Therefore, PG&E will require a new: PG&E stock option plan, which it will adnﬁnister for
3|'+all individials-who are granted PG&E stock. optlons Ce e Lo
4 !~ PG&E has selected Salomon Smith Bamey, a member of Citigroup, (“Salomon”),
5| to-develop a systemn for administering the new stock option plan. ,Salomon provides
6" - Corporitions-with'a range of torporate financial services; inctuding stock;option plﬂanz‘ :
7| services. The process of developing’and imiplementing the:niew stock option plan is
8 expected to take approximately thre¢' months.. Specifically, Salomon will: (i) design and
o1 deveiop a s’)'/stemto?administerrthe:stock option plan;including, the online aecess features,
“10 | (i) install and test the system, iii) set up accounts for, option holders, and (iv) develop a
11- |~ communication plan to-inforni option holders on how to use.the new system.- All of these
™ 1'2—_" -‘tasks must be coriipleted by the Plan:Effective D.ate; since option holders may wish to -,
somsp 13| exercise thieir optiohs immediately after the Plan Effective Date. . .+ «2 , .
Nﬂ\%ﬁd 14 Salomon will p'ro‘v_:ide these services to PG&E for a cost of approximately
s 15| $25,000. This cost ificludes &n initial set-up fee, of $5,000; which PG&E will be required to
16 |- pay-:even if the project is cancelled before completion.. ; .
1Feq e T TR LSS DRR B TR “l' N ya o
18-]- “# - c.” NEW ENTITY BUSINESS PROCESSES. ., . .. ,
19° oo - *PG&E has'identified several projects.related to. the bysiness ,ope_rati,ons_of all of
20 | the New Entities, described below, which must be completed by or in-advance of the Plan
21 |-Effective Daté: - SN . L :_ o
22 R L SRV
234 5 1. * Hiiman Resources'Software (Cost Estimaté—-;$75 ,810).*
24 PG&E has identified a number of software tools that are critical for the human
25 resources functions requ1red by the New Entities. PG&E requests authonty to purchase the
" 26 ||~ ’ ) ‘ " N 3
22T a The facts set forth in th15 Section C 1 and Sectlons C 2 and C 3 below are supported by the
28 Maedd Declaration. \ .o

e
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1° | “Followiny items of softWaré-now in order-to allow suffj¢iéit time to;obtain the software, as
-+ 2" iwéll as to install, configureand test it so'that all critical human resources functions will_-be in
'3 | place for the New Entities by the Plan Effective Date.: PG&E-will obtain the _nepqssaf;y,:
" 4 | ! software Ticenses but the licenses will be transferable to the New Entities upon the Plan.
5 | -Bffective Date. Ifthe Plan is not confirnéd, PG&E. anticipates that it will be able to use all
6 | of th"e’ software tools described below, which répresent current (and therefore upgrz}déd)/
7 | -versionis of software already.in use by PG&E.S; AL L RuL AL Lh) L L x v
Lg-l in' ™ guiRandom Drug Testing? “Heidi/Assistant?ds a software tool currently used by
"9 "P(_E&E toziﬁanége random drug testing of certain classes, of employees in prd@r}to.cori'lply
10 '} “with Department of Transportation-regulations.: The New Entities will also be.subj ec;:t to the
11+ | ‘Departmeiit of Transportation regulations Tequiring certain classes of employees to bfé r
; 12 | randomly driag-tested.” Therefore; PG&E-intends to purchase-a’similar softvy‘a}r‘é ;l‘i‘crerf;se_:for
onen 13 ‘the Néw Entities from Compliance Information Systems for approximately.$6,390, vg:}hi_qh L
N%%q 14 | “iicludes the software and support for 2j500.tests per.year. -+, :x-=' T« . ;o iy { )
—re "o bl Affirdative Action Pldn:, “Great AARR is a software tool currently used: by i» g
16| PG&E to create and manage affirmative actionfp]ahs to comply.with state and feglgrail o
17 | regulations. The New Entities will also require this tool to manage their affirmative :%1_c.tion
18 | plans. PG&E intends to purchase this sof}_:wha_l_r_g:ljch_ls?_ﬁ_qm.?erksﬁire Associates, Infcsfor
19 | approxirmately $2;995, which inicludes the-Great AAP Master Edition Single License and one
20 | ‘year ofitechmical sypport. =~ . Tonilel o G L L0
21 "7'n!  ¢." Training Management: “Training Server” is a software too] currently used by
22 | PG&E to manage training classes, training class enrollment and employee training réc‘qrAds.
23 | 'Itis éuﬁqiltly«thekqle zepository. for IT‘G&E'er{lp}’gy?e_‘traipjng records. These training-.
24| < 0T R R |
%5 B N - SPG&E ‘pre\;iously‘ Bbi’aiqed auihoritj"io' incur consulting expenses for PeopleSoft:s
- >l implementation of a human resources management system for the New Entities. .In addition, PG&E
26 ‘previously obtained authority to incur expenses related to additional ‘human resource information
technology applications, including applications related to an Emiployee Assistance Program, Salary
+ 27 | -Planning-and the Test Results Tracking Database:: The software identified in this:Motion relates to
28 additional human resource requirements that have not been covered in the previous motions. i
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St i
t
- k)
5 v
wr

LIRSS

MOTION FOR AUTHORITY TO INCUR ADDITIONAL MISCELLANEOUS IMPLEMENTATION EjCPENSES
e -8- ‘




[SSY

-~

t

.'\' .
O W N Y W A W N

[ )
- O

12

HOWARD

CANADY

14

HRABKIN -

APrgfsaord Corporeon

15-

16
1.751

. certifications are necessary to ensure that employees can continue to safely perform their

* jobs and-operate certain specialized equipment. ‘Therefore, the New Entities will require this

I+ software tool to track employee training records.as well, including the records for gufrent

softiare license from THINQ Learhing Solutions Inc: for approximately $20,000.. In .
- addition; THINQ will.providé;installation, configuration and testing for this software at a

cost of approximately $40;000..; . .~ s oaan L ocarol i T
+vd.,- Employee Testing:? “Scan.Tools” is a software tool currently used by PG&E

| -to'operate a bubblecard s€anner (used to score pre-employment and employee tests). This

testing'i§ réquired to'ensure that employees in.specific jobs can continue to perform the

' féquired job functions. Theréfore; the New Entities will: also require this software ;061 to

“conduct-festing for new and continuing employees. In addition,:“EEI Scannqr,SgQwérng is
“¢éurrently used by PG&E-int conjunction with the Scan-Tools software.to;score employee
tests. The New Entities will also.require this software in order to score employee tests.

- PG&E intends to purchase.the.Scan Tools software license from NCS Pearson for . ., .

SR

“ dpproximately $1,725 and the EEI Scanner Software from:the Edison Electric Institute for

* ‘approximately'$4,500: -xiic s e T
P BRRCH I AR AR NI Lou T
47737 'Banking & Monéy Management (Cost Estimaté—$195,800). -

‘- + By the'Plan Effective Date, the New:Entities will require certain software and
information technology applications to handle banking and money mapagement servicqs.6
Thetefore, PG&E intends to purchase licenises for certain specialized software products,
which must be installed and tested for use by the New, Entitjes;: In addition, existing banking

Kl

. -

" " ®PG&E previously obtained'approval for approximately, $32,400 in expenses related to

" technical writers and programmer analysts who are assisting with documenting and installing certain
* applications related to banking and money manageient as well as tax, legal compliance and.. .

- business ethics (see Motion for Authority to Incur Information Technology Consulting Expenses

'I' approved by Order entered on August 21, 2002). The present project involves specialized banking

and money management software that was not covered in the previous motion.

MOTION FOR AUTHORITY.-TO INCUR ADDITIONAL MISCELLANEOUS IMPLEMENTATION EXPENSES
9.
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’ :Mellon Bank’ initiated through the"Resource 1Q software: system.qif L) LT i 5 P

and money rnanagement ‘data‘must be sepatated from PG&E.and transferred to the
apphcatrons o be used by thé New Entities. The banking and money management pI'O_] jects

descnbed below are expected to take approx1mately three to-foursmonths to complete lWthh

)
[

"inchides the software instillation as well as the.séparation and transfer of data; ;- .

" “a™ Cash Mahagement Software and Related Services. i PG&E currently | licenses

Resource IQ softwate, ‘which it uses to manage its daily cash. posmon and to record bankmg
transacttons to the general ledger accounting system. { Therefore, for the New Ent1t1es
PG&E iritends to pur'ch'ase'a similar license from Sunguatd. Tre,asuryl Systems (“Sunguard”),

a bankmg softwarée spec1ahst at a' cost of approxunatelyr$l 10;950. -Software consultants

: *from Sunguard will assist w1th the mstallatlon, conﬁguratlon and implementation of

‘ Resource’«IQ at an additional cost of approx1mately $32,000." In addition, PG&E, w111’ i

' purchase a license for Méllon Bank’s Teletash software for the: New Entities, at a. cost of:

approx1mately $350. “This software is used to approve wire transfers of maney to and from _

- . P 1
1

PIRAN “Banking Relationship Software and-Related Services, PG&E currently uses .

Banking Relatlonshlp Manager- software 6 analyZe banking fees and services. -For the New
Entities, PG&E will purchase a license for Barikiné Relationship Manager,software fl"om

' The Werland Financial Group (“Welland”) a financial services consulting firm, at a eost of

approxrmately '$20,500. Welland will also prov1de one. or;more, consultants who w1ll assist

P . S TP

PG&E in'se'paratmg thé data currently ‘'storéd in.the Barﬂqng.Relatlonshrp Manager software
used by PG&E: The cost for the consultants’ services will be approximately $2,000. -

" .. ¢. Project Managemenf. PG&E has selected Bort and Company, Inc., a cash

' management consulting firm, to provide project mahagement services in connection with the

R 1mplementat1on of the banking and money management processes for the New Entltres ata

cost ofapprommately $30, 000. These serv1ces will 1nclude schedulmg, trackmg and

l‘ 5

reportmg on the status of the foregomg bankmg and money management pI‘OJ ects .

H - . - -

- - - . ’ = -
- . L -t s - wal - PR
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“MOTION FOR AUTHORITY TO INCUR ADDITIONAL' MISCELLANEOUS IMPLEMENTATION EXPENSES
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3% wElectronic Data:Interchange (Cost. Estrmate—$90 .000)..

H

- GE Global Exchange Services currently provrdes an Electronic Data Interchange

(“EDI”) program for PG&E's, purchasing and accounts payable functions. The EDI program

allows PG&E to communicate electronically. with its, vendors and exchange purchase orders

|-+ purchase order changes and inyoices electronically. It also perm1ts PG&E to pay vendors

..via Electronic, Funds Transfer:.PG&E has found that the EDI-program reduces its. costs and
i improves the overall efﬁc;encres ofits operations. Therefore, PG&E has decrded,to install
sthe EDI program for the New-Entities to ensure a smooth transition upon separation and to
avoid inefficient and-potentially inaccurate payment processing by the New Entities. ‘

.~ .. PG&E has selected GE Global Exchange Seryices to provide a snmlar EDI
.'program for the New Entities. This will include analysis of current PG&E _procednres,
.-including special processes and reporting, modifications to various aspects of the exis:,ting
-, EDI program to meet the special _rednirem_en_ts of the New Entities, setting up the,Electronic
s Funds Transfer system, adding an electronic connection between GE Global Exchange )

. Services and thg.New Entities,:and testing and imp,le‘ment'at‘ion'of the new EDI prograrrr with |
% approximately-250, vendors... This project is expected to take approximately four rn_onths to
complete.- The set-up cost is-$40,000-and the additional estimated cost, for implementing the
system is $50,000. The set-up cost of $40,000 c‘annott_“he a\_{oided even if _the contract is..

', subsequently-canceled before; completion of the project:: L,fl'he remaining $50,000 is based on

. time and expenses and therefore could be partially or fully a_voided upon contract

I A " . . , o r

t 4 Procurement Management (Cost Estlmate——$270 000) 7

* A
t i

- K Procunng goods and serv1ces for a large cornpany ‘such as PG&E 1s a substant1a1
"and complex task Although the New Entltles will not be,as large as, present ‘day PG&E, it is

Lot . -
e e ..~ e ¢ T
- - - -

v

- "The facts set forth in this Section C.4 ate supported by the Declaratlon of Michael Meko filed
concurrently herewith (the “Meko Declaration™). ) oL

"MOTION FOR AUTHORITY TO INCUR ADDITIONAL MISCELLANEOUS IMPLEMENTATION EXPENSES
-11- '
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| on'materials (including’supplies and equipment) and $300 tnillionper year on services -

1- e Effettive Datet: Without an established'systen in‘place for the ddy-to-day-management

{- planning and forecdsting; purchdsirig;-contratt negotiatién arid adminisfration; warehousing;

d T e . " e e . . ]
- for the' New Entities may take up to six nionths: . Therefore, PG&E believes that'the work .

‘| - procurement of goods and services.” - ‘. @ T no-d _— -

A ) Iy T
AT e ifer By v areefr
3+

S

47 LR i “':3;-.'?"

te e JE o
Y

estimated.that the New Entitics_collectiv_ely.iyillgép‘qnd}gpprox_i_mgjcely $200 million pejr year

-
Vome o em

(including consulting services and technical assistance).t . 7"~ T ey

L TN

v’ .o 7y Oider for the New Entities fo'be prepatedito commence businéss opérations by

K

T - Y ’: 1 ¥ ‘ o, .7 e e Tey o - T . e Y W H ‘ )
“thé Effective Date, it is critical to implement certain procurement processes in‘advance of

%3¢ procurertient, the New Entities will 1iot be abie to-bperdte efficiently, and would face-

‘sibstantial confusioh and delay in thé ¢ompletidn 6f imiportant business tasks. ‘For example,

‘the following key procuremént furictions’will be fieeded by the'New-Entities: materials®

.. } .
¢ . fT el e el ie .

ve s ARl :. . V.- vy e, 7 fas & -, e
and diStribution of equipment and materials. ' = - 7T 0T mien Tl a1y

+* 7.7 &-The process of creating,testing-dnd implerfienting new procyrement procedures

~T T ey . . e et - §. ep 2eta s gi _® 1 s - lin ».::-’ R
- must begin promptly. - Significant portions of-this frojectiwill bezhandled by PG&E without | ;- .-
> 1 S
the-assistance of outside resources, includirg, forexamiple, the configuration of the new : - |
Materials Management System®to’be utilized by the New Entities. “However, PG&E will

* requife the assistance of the follWing consiltants irconnection with this project and also

“anticipatés incurring certain pritifing costs a§ described below: @5 7T e oo
13
[ £

soo IR Project Managément. -Russell Harris'of:Source California Energy:Services

. will provide project management services for this project; including the preparation of work
!

plans, tracking project status, preparing reports; and otherwise facilitating and managing the

[
-~ - g H

8PG&E previously obtained authority to incur expenses for services related to negotiating

i approximately.1,200-goods and services contracts for the New Entities (see Motion for authority to

incur certain procurement expenses approved by Ordér entered on"May 20, 2002). Inaddition, -
“PG&E previously obtain€d authority to incur expenses related to setting up existing PG&E . .
. warehouse space for the temporary use by the New Entities as well as preliminary planning fora
 hiew materials distribution center (see Miscellaneous Motion; approved by Order entered on’ . -
September 4, 2002). The present project covers expenses related to the planning, development and
implementation of procurement procedures for the New Entities to manage the day-to-day . | .

A T !

" 1.7 A's described in the Miscellaneous Motion, the customized inventory system currently used
by PG&E would be costly and difficult to'adapt for use by the’New Entities. .-+~ .. . ¢

" ““MOTION FOR AUTHORITY TO INCUR ADDITIONAL MISCELLANEOUS IMPLEMENTATION EXPENSES
- -12- i
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.'Mr. Miyamoto’s services will be approximately $25,000.- = ...

]

- $35,000 for printing.of trdining:manuals, policies and procedures. manuals, and other

“project: PG&E estimates that the cost for, these services will be approxi_mptely&3_5,000.10

In addition, Stan Miyamoto-b6f Stan Miyamoto Consulting will provide project management

" support as well as oversee the coordination of this project with the related materials-

. distributionrcenter project-(see.footnote 9 above),. PG&E estimates that the cost for

v :: " - b.- Consultants with Precurement Expertise.; Three outside consultants, will be

“needed to. provide-expertise-and recommendations in-the areas of warehouse management,

paperless procuremént and é-commerce technology. -PG&E has.not yet selected the

consultants. but estimates a total cost of approximately $75,000 for these services, based on

+ its'past experience.with similar consultants.and preliminary discussions to date with,

potential consultants, " - ;- 2 ¥

> c. Printing of Materials: PG&E.estimates that it will-incur approximately -

materials relatéd to procuremerit procedures for use by the New Entities. PG&E intends to
incut these printing expenses immediately after Plan confirmation.

N .
PR I AT

. . s
Ie - M 4 N s . - -
de s Srae P + . . B
. P h, -ty ] PR - 2,
.

5, ~“iAccounting:Processes And Procedures (Cost: Estimate—$1.5.Million)."

Currently, PG&E’s principal accounting system is provided through:a client

~ server application developed:by-SAP- America, Inc. (“SAP”). PG&E also uses more than 80

other software applications that support information recorded in the SAP. accounting system
and perform dther accounting functions. These supporting accounting systems consist of
sub51d1ary ledgers cohtelhlng detall 1nformat10n for certain’ h\ne 1tems contalned in the
general ledgex‘ as-well as systems that perfonn computatlohs of amounts to be,recorded in
the general ledger Both manual and automated 1nterfaces transfer 1nformat10n from the

vanous accountmg systems mto the SAP accountmg systerns Approxunately ﬁve million

-
— C .

1Mr. Harris has performed prehmmary serv1ces on this pl‘O_]eCt begmmng in July 2002.
. "'The facts set forth iri this Section C.5.are supported by the Declaration of Stephame

Maggard filed concurrently herewith (“Maggard Declaration”). -

" MOTION FOR AUTHORITY TO INCUR ADDITIONAL MISCELLANEQUS IMPLEMENTATION EXPENSES
-13-
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transactionsare posted to the SAP accounting system each week. - PG&E estimates that

P .
PR ., X
PRARE W s R IS0

- approximately 30 percent of these transactions relateto 3ﬁ§iﬁésé activities of the New v
Enfitiés. - - ot o rotnunt e R M o A

© .- «Bythe Pldn Effective Date, the New-Entitles will require accounting systems and

applications that are fully implemented-and operational in order-to maintain their books and

. . - i
< fecords.? Each of the accounting systems and ‘applications will require.associated processes

" "and procedures to capture; record and validaté accountingtransactions to ensure'that |

“accurate dnd complete information is ultimately recorded in the:general ledger. For.

‘| “example, the recording of revenue Tequires complex processes .and procedures to capture. the

units 50ld or sérvicés provided; price the goods-aﬁd services; estimate collectible e}mouznts;
-and prepare and record revenue journal entries in the general ledger. :> -7 7 o, .o : o
1-&" 274y " Although PG&E inténds to replicaté existing procedures and processes andi o
introdude as little change as possible, the New Entities. will. be separate, new companie‘é and

‘out of necessity certain processes and procedures will change. In-addition; itwillbe ¢

processes and procedures. It will also be critical that PG&E review its existing accounting

: .’:;ifoéesées and procedures to ensure that these processes and.procedures are not disrupted-as a

. -
i

rresult of the separation.” TR LTrarnow s D Lo e e L

¢ 1= PG&E has selected PricewaterhouseCoopers (“PW.C*),"a global accounting and

“finaficial services firm, to assist with the development of accounting processesand , -

- |--procediirds for the New Entities."? PWChas extensive experience in.the accounting field,

. . e ] A ae L OV A S LTSRS - . - it . LR
: F B R S L L A R L L A s P I T I I P
12p i rsuant to the Miscellaneous Motion, PG&E obtained approval for application integration
“softwdre and support related to the SAP systém and other key systems that will be used by the New
Entities. The present project relates to the overall development and implementation of accounting

processes and procedures as opposed to the technical implementation. - . - ... -~

¥

fom Bpwcis also approved as a professional in this case as the financial advisor to the Official
Committee of Unsécured Creditors (“Comrhittee”). PWC has informed PG&E that the Committee
has no objection to PWC’s representation of PG&E for the limited purposes set forth above and that
PWC has ethical walls and procedures in place to protect both the Committee’s and PG&E’s ' "
confidential information. PG&E is informed and believes that PWC is filing a Supplemental
Declaration of Michael Harnilton with the Court on or about September 13, 2002 disclosing its " -

proposed services to be providéd to PG&E. . '

s 2

P i

~ e

* 'MOTION FOR AUTHORITY.TO INCUR ADDITIONAL MISCELLANEOUS IMPLEMENTATION EXPENSES
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‘important that employees of the New Entities be-trained in the use-of all accounting : :it “
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including the implementation of processes, procedures and internal controls dssociated with
" compléx accounting systems: Specifically, this project will include the following -

‘components: (i) an’invenfory of existing accounting'applications, procedures and ¢ontrols;

(ii‘) analysis-of existing procedures arid controls to determiné which components can be -

"duplicated, duplicated with modifications, or require a new design; (iii) recommendations of

|- modifications to existing protesses to accommodate, organizational changes, application

configurdtion and other‘chaigeés nécessitated by formatiofi of the New Entities; (iv) assisting

H

PG&E in designing néw acéounting procedures for functions that are new or require more

“substantial changes;'(v) estimating résource requirements, including employee requirements,

" to performi a¢cotinting procésses at the New Eritities and at PG&E; (vi) reviewirg interfaces

between field locations and centralized processing functions and betweén and among |

‘|” accounting systems; (vii) testing of new procedures and: controls for thé New Entities and

4

- PG&E; (viii) detérmining training nieeds’and assist in developing training materials; and

"-’ a7 « ‘J-" ’.r‘r'.‘ ~ - [ M - .4 .
(ix) assisting in thé impleméntation of all new accounting processes. SIS VPR
* - v ', [ ‘r" iy " . » - or N -
R Implementatlon of‘accountmg systéms, prOCCdures and controls to capture‘ record

before the New Entities commence business operatlonS’ PG&E must also ensure that there

are no gaps in its ac‘counting proccdurcs as d result of thé separation of the business lines.

*PG&E estimates that the accouriting process arid procedures work to be performed by PWC

(and related work to be perforfned by PG&E) will fake approximately six morths. This -

prcj éct is designéd to'providé only the basic accounting feqiiirerhents for the New Entities

. and PG&E to keep accurate fi nanc1al records develop ﬁnanc1a1 statements, and perform

basw financial ﬁmctlons such as paymg employecs and b111mg customers. PG&E cstlmates

tr

that the total cost for PWC’s services w1ll be approx1mately $1 5 million. -

r
B

MOTION FOR AUTHORITY TO INCUR ADDITIONAL MISCELLANEOUS IMPLEMENTATION EXPENSES
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75«5 0 -1, “-Transactional Agreements ‘And Schedules (Cost Estimate—S257,l)00).ls

D.:- GENERAL IMPLEMENTATION EXPENSES W _
The followrng pro_] jects relate to PG&E’s planmng and preparat1on for Planf .

.8 -

1mplementat10n PG&E believes that these proje ject costs must be incurred well in advance of

- the Plan Effective Date due to the nature of the work, as. descnbed in more detall belol?v

s
~ -, . - 13
< ; v - . - - -l ]

. N [ ] L [PV B 4 1 -

<~ 9+ Implementation of the Plan will Tequire the creation-of up to, 100'separate s
agreements, most of which will have several schedules attached hstmg or descnbmg spemﬁc
items related to the particular transaction;.as a ,result some of the schedules are expected to
:take up thousands of pages and will be maintained on computer dlSCS rather than in paper
format.. These agreements W111 cover such cntlcal matters as how each of the New Entltles
will be separatéd from PG&E and what gssets each w1ll oWwn. Examples of these agreements
. include the asset transfer assignment and assumptlon agreement (which wrll contam :
voluminous schedules), and the; substatlon/SW1tchyard agreements.- Due to the volume of |
~information involved; substantlal time is requlred to develop and rev1ew these documents
Each.agreement and schedule requires extensiye research, input and rev1ew by varlous
. subject-matter experts at PG&E. . The develgpment process 1 for these documents could take
: several months, as atesult of the time involved in assembhng the necessary 1nformatlon and
“the drafting and review.process. ‘There will be many PG&E representatives, as well as -

,,,,,

outside counsel, participating in the preparatlon of these documents. . ...-. . . ..

fa7, (RS-

r. PG&E has selected ZIA Information Analysls Group, Inc. (“ZIA”) to prowde

data management support for this project. ZIA’s work on a related project was prevrously

.approved by the Court (see PG&E’s Motion for Authority, to:_ILn_curaData“Management Costs,

¥

approved by Order entered on June 20, 2002). ;The prior motion related to ZIA’s . .-

e

ThlS category of 1mplementat10n work was not spec1ﬁcally descnbed in the prewous
Maggard Declaration, but PG&E has recently become aware of the necessity of these projects and
costs. PG&E anticipates that it will stay within its previous cost estimates for the Implementation
-Projects, notwithstanding this additional category of 1mp1ementat1on work. .

15The facts set forth in this Sectlon D.1 are supported by the Maggard Declaratlon

-

B ~e T
F .

' MOTION FOR AUTHORITY TO INCUR ADDITIONAL MISCELLANEOUS IMPLEMENTATION EXPENSES
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1l

developmient and mainfenance of an asset database to facilitate, the preparation of the asset

. schedules needed for the asset transfer assignment and-assumption documentation .

“ ¢ohtemplated by the.Plan.” The present project relates to ZIA’s.development and. . . :

]
<

- 1.'maintenance of 4 secure.website: for all Plan-related transactional documentation in order to

'}  facilitate-the exchange df information between PG&E, its outsjde counsel-and. any.other.

patties assisting With Plan implementation who.will:be authorized to access the website:

© ZIA will also assist with thé compilation, organization and review of the t_ransactippal}‘ -

-'dOCurrientatioh;'iriclﬁdiflg' the input of-all'draft documents ontp the website. PG&E es;tir_nates

" tHat the cost for this.work.will be approximately. $257,000. . Do

-~ v

TS LS S oes ok

- Eoae ety e - Vo b 7 !
v e . .

i
2" Permit And Frarnchlise Application Fees (Cost Estimate—S$3.Million)."®
S -“Inrits' Motion for Order Authorizing Expenditures Related to Permits.and ;

:Frﬁnc}iiscs“‘(“Pé}n'iits‘:Motidn’.’),:app'roved by-Order entered on May 17, 2002, PG&E .
éxplained that it holds téns of thousands of Qperating-énd land occupancy permits, liccjanses -
and related governmental entitléments; and is a.party. to over 520 franchise agtecmentjs with
Yarious'cities and counties. PG&E further explained that the separaticn contemplated by:the
‘Plari required-that cértain pérmits:and:ljcenses be. transferred orreissued to the New E‘ntities
‘and-that néw franchlses bé obtained by the New Entltles in-order for the New, Entltles to,be
" authorlzed to conduct busitiess operations by the Plan. Effective, Date. Pursuant to the
Péimits Motion, PG&E obtained authority to hire various consultants.to,assist PG&E with
' the process of oB£airiihg the necessary periits and: franchises (“Permits and Franchisés”) for
thé New Entities. In addition; pursuant to the Motion for Authority to Incur Additjonal z
Pérmit Expenses, approved by Order entered on June 20, 2002, PG&E obtained authority to
incur additional expenses related to the permit transfer process. * | - .. .

Considerable work has been done on this project since the previous motions were

- - . - - - .
L] N ’

16The facts set forth in this Sectlon D. 2 are supported by the Declaratlon of June Ruckman
filed concurrently herewith. ’

" MOTION FOR AUTHORITY TO INCUR ADDITIONAL MISCELLANEOUS IMPLEMENTATION EXPENSES
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approved PG&E and its consultants have now contacted many of the applicable . , ;

government entltles to begln the lengthy process of arrangmg for the Permits and Franchlses

' . -*w;

to be in place in’ advance of the Plan Effective Date: ‘In’ some cases applications have ibeen

l

’\submltted -Some government eritities are reéquesting that PG&E submit application fees

|""and/or Cost recovery feés to help defray ‘costs inprocessing the applications (collectlvely,

' “Applicatlon Fees”). “In addition; upon’ ‘issuanice of Franchise§, PG&E: may.be. _reqmred to

- post'a surety of petformance bond to securé performance; in the absence of which PG&E

P

will o6 the Franchise altogether.!”” PG&E anticipates that it will have bonding c'aiaaciity‘and
will ‘therefore only rieed to pay bond premiums.: At this time; PG&E does not know, tHe

exact amouint of the Application Fees or bond premiums that will be owed; but PG&E

-Estimates that it 60{1_1;1 be’;appro')gimate’ly‘S'?} millions Thlg estimate is based on

¢ommiinications to date with'the various government entities, and.the past expenence'of i

PG&E ¢ employees 4nd consultants in working - with? governmeﬁt entities on-related matters

. PG&E réquests authority.to pay these fees so that the process of obtaining the; ST

t.t

'rfecessary Peimité and Franchises for the New-Entities can continue. Since the App,hciat_lon‘—: = -

Fees are ordiftarily reqni'fed;up front, it is fmiportaht.that BG&E have some ﬂekibjlity iny -

paymgthese fees when requested without repéatedly filing motions for Court approval T

~Slm11ar1y, it is 1mportant to avoid jeopardizing the issnance ‘of a franchise as aresult of not

hav1ng authority to incur costs for a'performance bond..:Since PG&E will be: recexvmg the
1

fee requests from 'variéus government agencies at staggered times; it is nelther feasible to

rr-"r‘-.“:. M --e ‘V:. - . - e+ o . . M + o 7 ta . - - - '0 ‘; .
bring a 'motion now with-more précise information, nor is it feasible. to wait and jeopardize

"tne‘iin}alem"entatfon of the Plan’ Thefefore, PG&E:requests authority tq pay-up to $3 jmi_ll_ion

: as'the Apﬁlicatfon Féesand bond tequirements afise.- PG&E will bring a further ‘motion -

* granting of the franchise. ' * - FRDICHSS R SRR L SN

,.{_ N -, - - . - - -t o A oo - i . . . . [ -
seeking approval to pay any amounts'in €xcess of $3 million;if-this becomes necessary.
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Y"Under the Franchise Act of 1937, cities and counties may request bonds upon grantmg of the

franchise. Based on discussions to date, PG&E anticipates that most cities and counties will require
-thé bonds:” Under the statute, the ﬁanchlse is forfexted 1f the bond is not posted w1thm 5 days of the

H

i o

“MOTION FOR'AUTHORITY-TO INCUR ADDITIONAL MISCELLANEOUS IMPLEMENTATION EXPENSES
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- |- Montgomery Ward Holding Corp., 252;B.B.‘1_47, 1_53-(1_3...Dol‘.’19'99b) (ai:ﬁrmmg t(he ~' o
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- THE. ADDITIONAL-MISCELLANEOUS IMPLEMENTATION -
EXPENSES SHOULD BE APPROVED PURSUANT TO -

F e st o SECTION 363(B)(1) OF THE BANKRUPTCY CODE . . |

Lt - PG&E seeks approval for the various: 1mplementat10n expenses set forth above as

-
¥

- I a use of estate property’ that is outside of the ordinary course of ,busmess under Bankruptcy

-Code Section 363(b)(1).. Since these projects are related to the. 1mplementatlon of the. Plan

[ v! ~

:PG&E believes that the purpose and scope of the expenditure may be characterized as out-

I-_side of-the ordinarytourse of business:and therefore requires Court approval.'®

¢ « . The Court has considerable discretion in approving a request pursuant to Section

363(b)(1)jof the-Bankrup_tcy Code (“[t]he trus‘tee,, after. notice, and a hearing, may us,e,?s,ell or

......

-t

 bankruptcy, court’s deeision,to approve expenditure for employee incentive progyamsk noting

.that bankfuptey court has considerable discretion in approving a Section,363(b) motion).
In determining: whether to authorize a transaction under Section 363(b)(1), courts |
require a debtor to show that a sound business purpose justifies such actions, applyiné the

business judgment test. See; e.g., Stephens Indus., Inc. v. McClung, 789 F.2d 386, 389-90

. (6th Cir. 1986); Committee of Equity Sec. Holders v. Lionel Corp. (In re Lionel Corp.), 722

. F.2d 1063, 1071 (2d Cir. 1983); see also 3 Lawrence P. King, Collier on Bankruptcy ”
9363.02[1][g] (15th ed. rev.-1998). - . :
Once the debtor has articulated a rational business.justification, a presumptioa
-attaches that the decision was made.“on an informed basis, in good faith and in the honest

H

belief that the action taken was in the best interest of the [debtor].” See, e.g., Official .

Comm. of Subordinated Bondholders v. Integrated Res., Inc. (In re Integrated Res., Inc)
147 B.R. 650, 656 (S.D.N.Y. 1992) (citing Smith v. Van Gorkom, 488 A.2d 858, 872 (Del.

p Far N ‘ .
1BpG&E believes that the consultants described above should ot be considered ¢ professmnaf persons
"requiring approval under Bankruptcy Code Section 327(a).: This is due,both,to the nature of the services to be
provided and to the consultants’ limited role in connection with PG&E’s reorganization proceeding.
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Furthermore PG&E has included &nly fhiose | projeésts that have beentidentified as cntlcal for

S

1985)).. RS

Sound busmess _]ustlﬁcatlons emst for appréval ofithe vanous lmplementatlon

!
'\ s)\v.—a' e \)’ o '77

'costs descnbed above: PG&E ddes not have sufﬁmen’t capac1ty or skills in-house to perform

“and cornplete the work without thé assistarice of the out51de consultants.‘ Also, PG&E'is

*$olVent anid has sufficient cash to pay the expenses’ described Hereinwithout causing any

: o . . ek - . ..
19 ol o ML N ¢ "y

detmmenttmtscredttors T, T foniyta L T

I

e Con51stent thh PG&E’s preV1ous 1mplementatlon expérnise requests, PG&E con-

tinues t6 enter 1nto confracts with consultmg fitm§ that ‘allow PG&E 'to terminate. w1thout

cause and thhout any penalty, 50 that in the eévent thit the impleifientation work is no ]onger

necessary, PG&E can minimize 1ts costs (wﬁh limited-exceptions-as noted above). = -.:

completlon by or in‘advance of the Plan Effetlive Date, and whlch require longlead time or
t

rmusf Be completed before subsequeént, telated 1mp1ementat10n work can be performed On _

that basis,"PG&E believes that the implementatittiprojects described Herein aré necessary

[ T
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and should be approved so that work can commencé promptly.-~ ='- ﬁ Rt
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PAs reﬂected in PG&E’s July 2002 Monthly Operatmg Report PG&E he]d more than $3.9 billion in
cashreserves as of July 31, 2002. . . . o .
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1 CONCLUSION
2 For all of the foregoing reasons, PG&E respectfully requests that the Court
3 |- approve the costs described above and grant such other and further relief as may be jﬁst and
4 | appropriate. |
5
6 | DATED: September 12, 2002 g ) . t
HOWARD, RICE, NEMEROVSKI, CANADY,
7 FALK & RABKIN
A Professional Corporation
8
-9 By:
/ JULIE B. LANDAU
10 ’ ’ ‘ ) o o ! - - .
Attorneys for Debtor and Debtor in Possession
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