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PAUL S. ARONZON, SBN 88781
ROBERT JAY MOORE, SBN 77498
MICHAEL 1. SOROCHINSKY, SBN 166708

MILBANK, TWEED, HADLEY & McCLOY LLP

601 South Figueroa Street, 30" Floor
Los Angeles, California 90017
Telephone: (213) 892-4000
Facsimile: (213) 629-5063-

SO-2985/525

Attorneys for Official Committee of Unsecured Creditors

‘

UNITED STATES BANKRUPTCY COURT
NORTHERN DISTRICT OF CALIFORNIA
SAN FRANCISCO DIVISION

Inre

PACIFIC GAS AND ELECTRIC COMPANY,
a California corporation,

Debtor.

Federal 1.D. No. 94-0742640

Case No. 01-30923 DM
Chapter 11 Case

Date: November §, 2002

Time: 1:30 p.m.

Place: 235 Pine Street, 22™ Floor,
San Francisco, California

SUPPLEMENTAL DECLARATION OF PAUL S. ARONZON IN SUPPORT OF
MOTION OF THE OFFICIAL COMMITTEE OF UNSECURED CREDITORS FOR

AUTHORITY TO INCUR PLAN IMPLEMENTATION EXPENSES

Sy fut: Gty el Grtec
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Supplemental Declaration of Paul S. Aronzon in Support of Motion for Autherity to Incur Expenses
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I, Paul S. Aronzon, declare:

1. I am a partner at Milbank, Tweed, Hadley & McCloy (“Milbank”),
counsel to the Official Committee of Unsc?cured Creditors (the “Committee”) in the Pacific Gas
and Electric Company (“PG&E”) chapter 11 bankruptcy case (the “Case”). Iam one of the
partners at Milbank primarily responsible for the representation of the Committee in the Case. I
have personal knowledge of the facts set forth below, and if called upon, I could and would
testify competently with regard thereto. I make this declaration in further support of the Motion
of the Official Committee of Unsecured Creditors for Authority to Incur Plan Implementation
Expenses (the “Motion”) filed October 29, 2002.

2. Attached as Exhibit “A” is a true and complete copy of a form of letter
from Standard and Poor’s (“S&P”) regarding cost and timing parameters in connection with the
indicative ratings letter from S&P with respect to the debt and equity securities that will be
issued under the Amended Plan of Reorganization filed by the Committee and the California
Public Utilities Commission if it is confirmed.

I declare under penalty of perjury under the laws of the United States of America

that the foregoing is true and correct.

Executed this 5™ day of I@Z at Los Angeles, California.
“ 0

—Paul S. Aronzon

LA1 #6248541v1
11/5/02 12 08 PM
2-

Supplemental Declaration of Paul S. Aronzon in Support of Motion for Authority to Incur Expenses




EXHIBIT “A”



<}

NOV-05-2002 15:53 S&P 2122038350 P.81/05
55 Water Street Terrence Streicher
Floor 33 Director
New York. NY 10041-0003 Product Management
Tel (212) 438-7196 Corporate & Government Services

Fax (212) 4358-7191 .
Standard & Poor’s

A Dinision of The McGraw-Hill Companies

November 5, 2002

Califomia Public Utilities Cormnmission and

Official Committee of Unsecured Creditors in the matter of
Pacific Gas and Electric, a California Corporation as debtor
C/O Milbank, Tweed, Hadley & McCloy LLP

Atm. Mr. Paul Aronzon

601 South Figueroa Street, 30" Floor

Los Angeles, CA 90017

Dear Mr. Aronzon:

Thank you for your recent request for the Rating Evaluation Service from Standard & Poor’s. The California
Public Utilities Commission and Official Committee of Unsecured Creditors in the matter of Pacific Gas and
Electric, a California Corporation as debtor have requested that we perform the evaluation detailed on Exhibit
A attached hereto (the “Evaluation™).

We agree to perform the Evaluation on the terms and conditions stated herein in the Exhibits and in
accordance with the attached Terms and Conditions which are expressly incorporated herein. You agree to
pay to Standard & Poor’s the fee listed on Exhibit B attached hereto at the times described therein.

‘ Please indicate your acceptance of this proposal for evaluation services and the attached Exhibits and Terms
and Conditions by signing this document and returning it via fax to (212) 438-7191 and by mail to me.

Sincerely,

Vbranco Soiieh,

c.c. Gary M. Cohen, California Public Utility Commission
Ronald Barone, Standard & Poor’s

California Public Utilities Commission and

Official Commmittee of Unsecured Creditors in the matter of
Pacific Gas and Electric, a California Corporation as debtor
C/O Milbank, Tweed, Hadley & McCloy LLP

By: Date:
(signature/date)

Name:
(print or type)

Title:

(print or type)
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Exhibit (A)
Rating Evaluation Service
(The Services To Be Performed)

The California Public Utilities Commission and Official Committee of Unsecured Creditors in the matter of
Pacific Gas and Electric, a California Corporation as debtor will provide to Standard & Poor’s in timely

fashion:

Signed engagement letter,

A detailed scenario pertaining to an altemative plan of reorganization for Pacific Gas and Electric
Company to be evaluated (including relevant tax information),

Pro-forma income, balance sheet and cash flow statements,

Other supportive documentation needed to make the rating evaluation.

Standard & Poor’s will provide to the California Public Utilities Commission and Official Committee of
Unsecured Creditors in the matter of Pacific Gas and Electric, a California Corporation as debtor in verbal and
written format:

A letter detailing definitive analysis of the impact of the scenario pertaining to an alternative plan of
reorganization for Pacific Gas and Electric Cornpany on initial ratings,

An explanation of adjustments and agsumptions used to derive prospective credit ratios and resulting
ratings impact of the above scenario based on the information provided to us.

Services that Standard & Poor’s will not perform:

Providing commentary on matters of public policy.

Analysis on hostile acquisition of a Standard & Poor’s ratings client.
Tax analysis of any proposal submitted.

Assistance in formatting or formnlating a proposal.

Recommendation as to the type of debt/equity the company should sell.
Analysis of proposals that are continuously reformatted by the company.
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A Utpicion of The McGrme il Compamed

Exhibit (B)
Rating Evaluation Service
Fee Schedule

As per our agreement, Standard & Poor’s will perform the Services outlined in Exhibit A, for

the California Public Utilities Commission and Official Committee of Unsecured Creditors in the matter of
Pacific Gas and Electric, & California Corporation as debtor and will provide you with a rating letter
explaining our conclusions. We estimate the fee for these services to be $250,000. However, the actual fee
will be tied to the complexity, timeliness and form requested for the proposed analysis.

We will invoice you for $125,000 upon signing this agreement, with the balance ($125,000) due when the
rating letter is issued. In the event the evaluation is not completed, the Official Committee of Unsecured
Creditors in the matter of Pacific Gas and Electric, a California corporation as debtor will be billed for work
completed to date, with a minimum of $150,000.

Should you require any additional information about Standard & Poor’s services please call us.

Notices: All notices shall be addressed as follows:
If to Standard & Poor’s:

Mr, David Bodek

Director

Standard & Poor’s

55 Water Street

Floor 38

New York, NY 10041-0003
Phone: 212-438-7969

Fax: 212-438-2154

If to the California Public Utilities Commission and Official Committee of Unsecured Creditors in the matter
of Pacific Gas and Electric, a California Corporation as debtor: :

California Public Utilities Commission and

Official Committee of Unsecured Creditors in the matter of
Pacific Gas and Electric, a California Corporation as debtor
C/O Milbank, Tweed, Hadley & McCloy LLP

Atin. Mr., Paul Aronzon )

601 South Figueroa Street, 30 Floor

Los Angeles, CA 90017

Phone: 213-892-4377

Fax: 213-892-4777
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ng Eval n Sarvice
Toms sng Condtlons

1 Sarvices. Itis understood and agread that (i) the evaluabon 1s being provided by Standard & Poor’s Rafings Serwices ("Standard & Poor's”)
solaly for the Client's intemal use and may cnly be communicated to third parties who agres 1o be bound by the agieements as set forth 1n
paragraph 2, (1) the services &re based solaly on information supplied to Standard & Poor's by Client and does not represant an audt or full review
by Standard & Poor’s, (I} Standard & Poar's relles on the Chent and the Clients accauntants, counsel and other experts for the accuracy and
complatanass of the Infarmation prasantad in connecton with the services and undsrtakes no duty of due difigenca or independent verificatan of eny
such information, (iv) Standard & Poor's does not and cennot guarantee the accuracy, imalinass o complataness of information relied on by
Standard & Poor’s in providing the senvica er ths resulls oblained from use of the service, (v) Standard & Poor's Is not achng a3 an investment o
financial advisar ta the Cllant b connection with provding tha sanvices and the Clisnt may not rely on the infarmation provided by Standard & Poor’s
as mvestment or financial advice, and () nothing in this Agreement creatas, is intended to create or shouk! be constued as eraating a fiduciary
relationshp between Standard & Poo’s and the Client It Is understood and agreed that Standard & Poor's senvices may include information that
may sppeér to be sdvice and recommendation, but all decisions in connection with the implementation of any course of acbon based on any such
advico of recommandation of other service furnishad by Standard & Poor's shall be the sole responsidility of, and by, Clleat In the event of a daim
by & third party relating to services under this Agreement, CBant wil indsmnify Standerd & Poor's and its personne! from elf such claims, Tablibes,
cost and expenses excopt to he extent delermined to have resulted fom the gross negligence or wiltful misconduct of Standard & Poor's parsonnel.
1 is understood and agreed thal Standand & Poor's has not consented to and wit nat consent ta being named an "expsr” under applieabla securtiies
laws, including wihout imitation Secton 7 of the Securities Act of 1933 Cliant may not use any wntten product produced by Standand & Poor's
under this Agreement in any registration statement or othee public fling under any applicabls Law .

2. Limitation on Dlssemination. The Client agrees that It shal only communicate the evaluation servicas to third parties who exacuts and defiver
to the Client and to Standard & Pooe's & latter to the effect that such third party (1) understands and agrees that Standard & Poor's has and azsumes
1o duty toward such third party, (ii) agrees not to rely on the rating evatuation, (il) recarved a copy of the Terms and Conditons and understands the
scopa of hie evaluabon services and the Emitations thereof and (V) agrsas not to communicate the ratings evaluation serice Lo any third party
without the Client's consent and in compliance with this paragraph, provided however that Client may share the eveluabon servicas with its Enancial
and logal advisors without obtaking the written acknowledgament referred In In this sentence. ,

3 Temn, Unless terminated soonar in accordance with its terms, this Agreement shall terminate u'; the uompléuon of services hereunder. This
Agreement may be tenminated by either party at any tma by giving writien nofice to the ofher pardy not less than 30 calendar days before the
effective date of termnathon.

4 Limitstion on Warranties. THIS AGREEMENT IS AN EVALUATION SERVICES ENGAGEMENT. STANDARD & POOR'S WARRANTS
THAT IT WILL PERFORM SERVICES HEREUNDER IN GOOD FAITH. STANDARD & POOR'S DISCLAIMS ALL OTHER WARRANTIES,
EITHER EXPRESS OR IMPLIED, INCLUDING, WITHOUT LIMITATION, WARRANTIES OF MERCHANTABILITY AND FITNESS FOR A
PARTICULAR PURPOSE. ’

5. Limitation on Damages. Ciient egrees that Standard & Poor's, its officers, directors, shersholders end employeas shal not be liable to Chent
for eny actions, dameges, daims, fiabilites, costs, expenses, or losses in eny way ansing out of of relabng to the senvicas parformad hereunder for
an aggregate amount in excess of the aggregata fees paid by Clent to Standard & Poor's under this Agreement. In no event shall Standard &
Poor’s, its officers, directors, shareholders or empioyees be able for conseqiental, special, indirect, incidental, punitive or exemplary damages,
costs, expenses, legal fees, or losses (including, without limitation, los! profits and opportunity ¢osts) In furtherancs and not in §mitabon of the
foregoing, Standard & Poor's wilt not be Giable in respect of any decisions made by Client as a result of the perfornancs by Standard & Poor's of its
serwces hereunder or based on anything that appears o be advice or recommendations fumished to Client hecsunder, The provisions of this
Parmgraph shall apply regardless of the farm of acion, damage, ciaim, liabilty, costs, expenses or loss, whether in contract, statute, tot {including,
without imitabion, neglgencs), or othenwise. Standard & Poor's does nol waive any protechons or defenses & may have undex Law, including but net
limited to, the First Amendment of the Constitubon of he United Statas of Amenca.

6. Cooperation. Clent shall coopecats with Standard & Poor's in the perfarmancs by Standard & Poor's of its senices hersunder, including,
without imdation, providing Stendsrd & Poor’s with fimely access to all dats and Information relevent to the perfarmance of the services and to
personnal of Client, Client shall be responsible for the performance of its employsas and agant and for the accuracy and completeness of all data
and information provided to Standard & Poor's kor purposes of the performance by Standard & Poor's of its services.

7. Force Majeure. Neither Client nor Standard & Poor's shell be Bable for any delays resuling fom crcumstances of causes beyond its
reasonable control, induding, without kmitation, fire or other casualty, act of Ged, strike of labor disputa, war or cther violencs, or any Saw, order or
requiremant of any gavernmental agency or authority,

8. Umiation of Actions.  No action, rogardiass of form, arising under of relating to this Agreerment, may be brought by either party mara than
ona year aler the causs of achons has accrued, except that an action for non-payment may be brought by Stendand & Foor's not [ster than one year
followng the dalz of the last payment dus to Standard & Poor's hersunder,

& Independent Contractor. Itis undarstood and agraad that each of the parties heveto is an indepandent conbractor and that nedher party s, nos
shall be considered to be, an egent, fiduciary, distrbutor of representative of the other, Neither party shall act or represent riself, directly or by
implicatlon, as an agsnt of the other or in any manner assume or creats any obligatisn on behalf of, or in the name of, the other.
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10. Confidentiality. Client and Standard & Poar’s acknowladge and agres that all information eommunicated to exther Client or Standard & Poor's
by the cther parly in comection with the performance by a party under this Agresment shalt be recaved m confidenca, shall ba used only for
purpasas of Bus Agresment, end no suth confidential lnformation shell be disclosed by the respectiva parbes or their agents or personnel witheut the
pricr written consent of tha othee party Notwithetanding the foregomng Client egreas that in tha event such nfarmation [s material ka the reting, such
mformation may be used to raise, lowsr, suspend, withdraw, place on CreditWaich and change the Outiook assigned to any such rafing and such
changed mting may be cammunicatad fo the pubfic. Except to the extent othenwise required by applicable lew, the parties’ abligations under this
secton do nat apply ko inkuimation that: () Is or bacomas generally avallable to tha publie other than as & result of digclasura by Client or Standard
& Poor's, (b) was known n efther Client or Standard & Poor's or had been praviously passessed by Client or Standard & Poor's without restnclion
against disclosure at the tme of recept thereof by Client or Slandard & Poor's, {c) was independeatly developsd by Client or Standard & Poor’s
without vislation of this Agreemsnt, or {d) CEant end Standard & Poor’s agree from 8me to trme fo discloss,

Each party shall ba deomad to have met s nondisdlosure cbligations under this Section as long s it exercises the same leve! of care to protact
the ofera mformation es it exercisss to protect s own confidential information, Standard & Poor's may ratain, subject to the terms of this Saction,
copies of Client's confidenta! information required for compllance with inlamal polices.

11, Survival. The provisions of Faragraphs 1, 2, 4, 6, 8,8, 10, 11, 12 and 14 hereof shal survive the expiration er tarmination of this Agreement

12, Assignment. Except as provided below, neither party may aselgn, fransfer or delegate eny of the rights or obligations heraunder without the
pnor witen consent of the other party, Standard & Poor’s may assigns its nghts and obligebons hersunder to any affiliate that 1s & successor in
interest to el or substantialy &l of the assats or busingss of Standard & Poor's prachice, without the consent of Client.

13. Severability. In the svent that any term er provision of this Agreement shall be held to be invalid, vold or unanforcesble, then the remainder of
this Agresmant shall not be affectad, Impalred or invalidaled, and each such term and provisian of this Agreament shall be valid and enforceable by
the fullest extent parmitted by law

14 Entire Agresment. These tarme, and tha Propssal or Engagement letter fo which thess lerms ars appended, including Exhibits (together the
“Agreemant”) constituta the satire agrasment batwesn Standard & Poor's and Client with raspect to tha sutject matter hereof and superseds all
sther oral and writen represantation, understandmgs or agreements releting to the subject matter hereaf This Agreement may not be changed,
amended ar madifiad axeapt in 2 wnhing signad by authorzed represenisbves of both pacbes

15. Notite, All notices or othar communications tndsr this Agraamant shall ba in wning end shall be deemed give upon receipt by hand deliver,
mat, ovemight delivery telecopy of other electronic means capable of preducing 2 watten record, addressed et the addressas set forh in the
agreament.
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