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I Stephame Maggard 'decldte: . - R
1. I am a director in PG&E Corporatlon s ﬁnance departrnent and am
currently on a551gnment to Pacific Gds and Electric Company (“PG&E”) in connection with
the 1mp1ementat10n of PG&EY proposed Plan of Reorgamzatlon (the “Plan”). Iwas
employed by PG&E from 198962000 and: transferred to PG&E Corporation-in 2000 I
’ heid a fimber of posmons’ at‘PG&E pnmanly in. the areas. of regulatlon and ratemakmg,

and business and ﬁnanc1a1*planmng Th i my current’ ass1gnment [ am a project manager for

PG&E’s 1mplementat10n of the Plan "In-this posmon I manage the business aspects of Plan

' 1mplementat10n mcludmg resolutlon of busmess 1ssues forecastlng and tracking of

1mp1ementat10n costs and o'btammg any necessary management and Court approval for

.
BN
t St [T PI N ¢

rpae

1mplementat10n pl‘OJCCtS ~ e R A

‘2‘. ThlS declaratlon is'submiitted in-s upport of PG&E’s Motion forAuthonty

to Incur Adchtlonal Mlscelladeous Implementatldn Expenses (the “Motion”). Deﬁned terms

used herem sha]l have the meanmgs set forth in-the Motion.. I make this declaratlon based -
on personal knowledge except where otherwise 1ndlcated and if called- as,a w1tness could -
and would testlfy competently to'the matters set forth herem Lt

14

B 3. " PG&E prev10us]y filéd and obtained orders approving .11 motions seeking

authonty to mcur costs relat’ed td 1mplementatlon of the Plan In the Motion, for Authority to

Incur Informatlon Technorogy Consultlng Expenses and’ my accompanying declaration, filed
on July 23, 2002 on behalf of PG&E, 1 idéntified additional implementation proj jects that
W111 need to commence before the Plan is confitmed.(the.“Implementation Projects”) and
estxmated that the tota] expenses for thése Implementation Projects will range from $10.8 to -
$17 8 million. In the Motion for Authonty to Incur Mlscellaneous Implementatlon Expenses
(“Mlscellaneous Motlon”) filéd'on August 15, 2002, a portion of the Implementatlon

Pl‘O_] ects were covered for a total estimated cost of $1,397,180...The present Motlon covers
addmonal Implementatlon Projetts for a total estinfated cost of $5,602,810. PG&E .
ant1c1pates ﬁlmg one or more'thotions in Octdber to cover additional Implementation
Projects not covered in the Miscéllanedus Motiod or this Motion.
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4. Transactronal Agreements and Schedules.: Implementatron of the Plan will

- "-151,&:\:

“reqiiire the creation of up to 100 separate agreementsr most of wluch will have several

!

41..

- maintained on computer discs rather than in paper, format These agreements wﬂl cover such

~'critical matters:as how each of the New, Entltles wrll be separated from PG&E and what

Care R

-assets edch will own. For.example, examples of these agreements mclude the asset transfer

r

i
"l‘ﬂt- -

* assignment and assumption’agreement (whrch wrll eontam volummous schedules), and the

“substation/switchyard agreements. Due tothe volume of mformatron mvolved substantral

¢ v ta
[ ‘4

tinie is required to develop and revrew these documents Each agreement and schedule

L~

requires extensive research, input and revrew by vanous sub_] ect-matter experts at PG&E

-The: development process for these documents could take several months as a result of the

Y l.-

‘time 1nvolved in assembling the: megessary, mformatron, and the draftmg and rewew process

sors ‘

"There will be many PG&E representatrves, as. well as outs1de counsel partrcrpatrng in the el

o .,i:‘r HETIVIERN ', R '

preparatronofthesedocuments T P T : e E

- PG&E has selected ZIA Informatron Analysrs Group, lnc (“ZlA”) to

provide data management support- for thrs prOJect ZIA’s work on a related pro_;ect was
- previously approved by the Court (PG&E’S Motlon for Authorlty to Incur Data Management
Costs; approved by Ordet entered on June 20 2002) The pnor motron related to ZIA’

development and maintenance of, an, asset databaseto facrlrtate the preparatron of the asset

.-,.,1 v
T

-schedules needed for the.asset | transfer assrgnment and assumptron documentatron

contemplated by the Plan: The present prQ}eCt relates to ZIA s deveIOpment and

-‘( (-4;

+maintehance 'of a:secure websrte for, all P.lan~related transactlonal documentatron in order to

et Ty~ (4 ,“_ <ty lG- . N

“‘fatilitate the.exchange:of’ mformatron between PG&E 1ts outsrde counsel and any other

-parties assisting’ with Plan 1mplementat10n who wrll be authonzed to access the website.

';—I -~

-.ZTA will also dssist with the compilation, organrzatlon and rev1ew of the transactronal

.I

‘documentation, including the.input of-all draft documents onto the websrte PG&E estrmates

that the cost for this work will be approxrmately $257 000
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. amounts, and prepare and record revenue Journal entries in thé general ledger.. . -

c. » 37 LI

6. Ai:cc;unii‘ﬁ;q'becé’s‘é'es%na Procedures. Curiently, PG&E’s principal’

- - . s .
‘ A.:th"! .__;\'

accountmg system 1s provrded through acd clrent server application’ developed by SAP '

I f" i O

Amenca Inc (“SAP”) PG&E also vises more than 80 other software applications; that*

support mformatlon recorded n the SAP a<5count1ng system and perform other accountmg
‘ " Nz "" J'.",,f ‘:,"" Spe e

functions. These supportmg ac’countmg systems *consist of subsidiary-ledgers eontalmng

I AA ’1'\ e ET

detall mformatlon for certaln fné items contamed in the general ledger,-as well as, systems

AT ,,””.,, TR ‘,v,"

that perform computatlons f arfiounts to be‘récorded in the ‘general’ledger.” Both.manual

T, . ' .

Lwi ,

_and automated 1nterfaces transl'er 1nformatlon “from the vanou‘s accounting systems 1nto the

PR -
[ Ve I.
- - lnt

SAP accountmg systems. Approx1mately five millioh transactions are posted to the SAP

~ 2
r. AT

e v,'..

- [S’ S ¥ Sl
accountmg system each week PG&E Estitnates that approx1mately 30 percent of these.

-~ -

transactrons relate to busmess actlvmes of the New Entitiés. - .- Ve,

' A4

[y

'
"

.- . ‘r‘t'-v-_n,..

PR

7. By the Plan Effectlve Date, ‘the New Entities will require. aecountmg

\ ,..‘r A “fw-""

systems and apphcatlons that are fully 1mplemented and operatlonal in order to. mamtam
the1r books and records Each of flie accountmg systems and applications will requrre ;

assocrated processes and procedures to capture, Tedstd and validaté accounting transactions -_

-;-. [ Y, .7" A

to ensure that accurate and complete information is- ultlmately recorded in the general ledger.
. e z ~ 4 .

el o LG ."'q]
For example the recordrng of revenue requlres‘ cOmplex processes and procedures to:’

H
capture the umts sold or services prowded pnce the goods and services, estimate collectible

1.&- :‘v{ ‘:Fi:" -r(|1" .

IS

‘\

st

8. Although PG&E inténds to replicate existing procedures and processes and

- ---\.
4 L

mtroduce as little change as pos51ble thie New Entities will be separate, new companies and

- .
N T, ,’, '.. -
v R LN S PP

out of nece551ty certam processes and procedures will change -In addition, it will be

P
td
¢ wWoo L. B

1mportant that employees of the New Entltles be trained in the use of all accountmg

P O ’. N

processes and procedures It wrll also be critical that PG&E-review its existing accounting ™

S o -

[y

e g tes nl

processes and procedures to ensiite that thése processes and procedures are not dlsrupted asa

v hlr‘c :» ! « - iew,

result of the separatron

LSRN

e e e
. -
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9. PG&E has selected PncewaterhouseCoopers (“PWG™), a global accounting

] N o . ,r-t«.

i
and ﬁnanc1a1 services firm, to as51st ‘with the development of accounting processes and

_... .‘ ’t’f' - -
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procedures-for the New Entities. PWC has extenswe expenence in the accountmg ﬁeld

. -
-— ST ’

x
T vt u.-(. <

“including the 1mplementanon of processes, procedures and mtemal controls assocrated wrth

. prS ¢ Ity o . s
A\_- 4 g{{ (LY o1 f,_ ’ A

“complex accounting systems Specxﬁcally, thrs pI'O_]eCI wrll mclude the followmg |

o
-~

.~..1

" components: (i) an 1nventory of existing accountmg apphcatlons procedures and controls

) R .
“ Ta < dn RN ‘

LI,
~(i1) analysis of existing procedures and controls to determme whrch components can be

""\ ‘lvu-t‘_l..‘..t- ST s YO s <

:duplicated, duplicated with modrﬁcattons or requlre a new de51gn, (111) recommendatlons of

- T - - l‘
~ Y-

modifications to existing: processes to accommodate organlzauonal changes appllcatlon

'u.“f R AL

-configuration and other changes necessrtated by format1on of the New Entltles (1v) assrstmg

-.A)I( . . L"n‘ g wX
. " . ;,

"PG&E in desrgmng new-accounting procedures f for functrons that are new or requrre more

“elg '
“ l PG i

.substantial changes; (v) estnnatmg resource requlrements 1nclud1ng employee requrrements

Ay e
; . )
R AT v e ’ .

to perform accountlng processes. at the New Entltres and at PG&E (vr) rewewmg 1nterfaces

.
EA ’ .
‘5 1‘.-44.,A_ e e

A

- between field locations and centrahzed processmg functlons and between and among

4..':

“accounting.systems; (vii) testing of new procedures and controls for the New Entities and

-~ 7

SO A I A T 5, -

: PG&E; (viti) determining tratnmg needs and assist in developmg tralmng materrals and (lx)

J“;)]',‘ P -, -
H . i .. - L
- IS - AT e M f .

assisting in the implementatjon of all new accountrng processes. :

.-J-.) AT :t‘ﬂ,.t. Nt

210, ;Pursuant to, the prevrous Mlscellaneous Motlon PG&E obtalned approval

doae

vl

;.‘*( Iyl l" o .-
for:application integration software and suppoﬁ related to the SAP system and other key
i) ~4d 4 ‘3 1 €. - -’
‘ ! -l + . o - rf ¥ " i

systems that will be used b)@ the New Entttres The project descnbed above {0 be perfonned

. N
VN ...l y 12

by PWC felates to the overall development and 1mplementatron ot’ accountmg processes and

e

,." n‘r.,v,

- procedures as opposed to the techmc;al 1mplementat10n '_ L :

l.
‘Js."" t

ERREETENY D R Implementatlon of accountmg systems procedures and controls to capture

2 dx.‘,’” R

~record-and validate busmess transactlons 1s 2 cntlcal busmess functron that must be ’

S 4 e o

completed before the New Entities commence busmess operatlons PG&E estrmates that the

- R

accounting process and procedures. work to be performed by PWC (and related work to be

y

performed by PG&E) will take approxrmately six months Th1s pIOJCCt is desrgned to
provide only the basic accounting requirements for the New Entltles and PG&E to keep

RE

accurate financial records, develop ﬁnancxal Statements, and perform basic ﬁnancral

functions, such as paying employees and blllmg customers. PG&E estrmates that the ‘total

-

i . Id
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cost for PWC s serv1ces W111 be approx1mately $1 S million. .- ..o

li I am mformed and believe that PWG is'also approved asa professional in

I

thlS case as the ﬁnanc1a1 adv1sor to the Official Committee of Unsecured Creditors |

(“Comrmttee”) PWC has mformed PG&E that the Commlttee has no objection to PWC’s

Rt} A~~—-—_.
-'\- - e e

‘representatlon of PG&E for the Timited purposes set forth above and that PWC has ethxcal

walls in place to protect the Commrttee s and PG&E’s confidential information: I am also
mformed and believe that PWC 1s filing a Supplemental Declaration of Michael Hamrlton

with the Court on or about September 13,2002 dlsclosmg its proposed services to be ;

provided to PG&E. o ‘ ' Co :

progress.

13, The cost estlmates set forth in paragraphs 5 and 11 above are based on

PG&E’s mltlal scopmg of the proJect requtrements and negotiations with the consultants

who have been selected to perform the work. For each of the consulting firms descnbed

above PG&E’s standard contractual prov1s1ons in place with these firms (or to be included
in any contracts to be executed hereaﬁer) do not guarantee future work or any mlnlmum fl
amount of revenue. PG&E w1ll also maintain the ri ight to terminate the work at any time
without cause, m Wthh case PG&E is liable only for work performed to the date of -.

termination plus costs reasonably incurred by the consuliant in terminating any work in

‘u
+ ¢
Py

14. The work described in Section D of the Motion (General Implementation

' Expenses) was not specrﬁcally described in my previous declaration, but PG&E has recently
become aware of the necessrty of these pl‘O_]eCtS and costs. PG&E anticipates that 1t will stay

wrthln its prev1ous cost estlmates for the Implementation Projects, notw1thstand1ng this

] addmonal category of 1mp1ementat10n work.
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I declare under penalty of perjury ¢ Jof the laws of the Umted States that the |

LY

-
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)
+foregoing is true and correct and that this declaratlon was CXCCUted at San Francisco,
}17«_" - Y
California on’ Septemberll 2002 - el
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