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FTI Consulting Inc.

199 Fremont Street

San Francisco, CA 94105
Telephone: - (415) 498-5000 . _ o
Facsimile:: " © 1 (415) 4986699 - .- - .ol “mgsmmmé\lg%}oﬁ ‘{COURT

Accountants and Fmanmal Adv1sors for Ofﬁmal ‘ A

Committee of Unsecured Creditors = "7 : L
7. UNITED STATES BANKRUPTCY COURT
 NORTHERN DISTRICT OF CALIFORNIA .
‘ SAN FRANCISCO DIVISION S s
CInre AR CaseNo SF01-30923DM

'PACIFIC GAS AND ELECTRIC * | Chapterll
. COMPANY, a California corporation,. --:

SIXTH IN TERIM APPLICATION OF FTI
‘CONSULTING'INC. FOR ALLOWANCE
. AND PAYMENT OF COMPENSATION

. | 'AND REIMBURSEMENT OF EXPENSES
B N (DECEMBER 1,2002 THROUGH MARCH
o ~31,2003); DECLARATION OF THOMAS E.

- Debtor. |

| R "LUMSDEN IN SUPPORT THEREOF |

",\,"‘

.‘Hearmg :
Date: July7,2003. .

g Time: 1:30PM -
,.w= . - Place: 235 Pine Street, 22“d Floor
I San Francisco, CA
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TO THE HONORABLE DENNIS MONTALI, UNITED STATES BANKRUPTVCY
JUDGE, THE OFFICE OF THE UNITED STATES TRUSTEE THE DEBTOR AND

' OTHER PARTIES IN INTEREST:

As prevrously disclosed to this Court through the Elghth Supplemental Declaratlon of
Mr. Thomas E. Lumsden and FTD’s retentlon pleadmgs, on August 30 2002 (the "Closmg
Date"), the Business Recovery Serwces practlce (the "BRS Practrce") of .
PricewaterhouseCoopers LLP ("PwC") was transferred to FTI Consultmg, Inc ("FTI") ThlS
transfer included the business, receivables and employees comprising the BRS Practrce of PwC.
Effective upon the Cl.osing Date, Mr. Lumsden, as well as all of the BRS Practice profeéjsionals
working on behalf of the Committee in this matter became‘ employees of FTL. | |

As drsclosed 1n FTI's retentlon pteadmgs filed on September 27,2002 and approved by
the Court on October 31, 2002, nunc pro tunc to September 1,2002, FTI, as successor to the
BRS Practice, will be responsible for filing appropriate fee applications regarding prevmusly
unbilled services provrded by PncewaterhouseCoopers LLP (“PwC”) prior to the Closmg Date.
Further FTI will be entrtled to all payments to be made by the Debtors after the Closmg Date for

any outstandmg recewables related to BRS services. It is antrcrpated that FTI would assume the

4 V-t

respon51b1hty for ﬁlmg a smgle ﬁnal fee application for pre-Closing Date BRS servmes and

] post Closmg Date FI‘I servrces at the conclusion of these proceedings. As such, as outhned

above, FTI respectlvely submlts thlS Slxth Interim Fee Application for services rendered by FTI

for the perlod from December l 2002 through March 31, 2003 to the Official Commxttee of

Unsecured Creditors (the “Committee’ ).

I.
INTRODUCTION

This is the sixth long-form interim apphcatron ﬁled by FTI for approval of compensatlon
and reimbursement of related expenses for services rendered on behalf of the Commrttee durmg

PG&E’s chapter 11 case. FTI submlts this Sixth Interim Apphcatron in accordance wrth

Bankruptcy Code sections 330 and 331, Rule 2016 of the Federal Rules of Bankruptcy Procedure
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(the “Bankruptcy Rules”) the Office of the United States Trustee for the Northem Distrlct of

’ Cahfomla Guldehnes (the “UST Guxdehnes”) and the Umted States Bankruptcy Court Northem
::sttnct of Cahforma GUIdGIIHCS for Compensatlon and Expense Rexmbursement of Professronals
and Trustee (“Court Gu1delmes”) ThrouOh thls Sixth Intenm Apphcatlon FTI seeks (1) interim

lapproval and allowance of $777 874 in fees accrued and $20 240 in expenses 1ncurred for

‘ services rendered by FTI on behalf of the Commrttee durmg the penod December 1, 2002

. through and tnclﬁudrng March 31, 20_03. _

* During the Sixth Application Period, FTI professionals lsp_ent a total of 17,948 hours
rendering services to the Committee in connection with the PG&E bankruptcy case at a

blended hourly rate of $399.32.-FTI also incurred $20,240 in costs and expenses in

| ' connection with those seryices‘?‘for which FTI is requesting reimbursement. Accordingly,
"».:FTI.seeks"alloWance and payment of a total of $798,114 for services rendered‘ and '
 reimibiitsétnent of costs and expenses incurred during the Sixth Application Period. To
+. date, PG&E has made payments for fees in the amount of $503,505 and expenses in the

" amount'of $17,483 on account of the Monthly 'Cov'er Sheet Applications for the:period of
aB Decemb'er'];' 2002‘through March 3 1,2003. These amounts reflect the cover sheet

" applications 'for Deceimber 1,2002 through February 28, 2003; the March 31,2003
~application has not.yet been paid reflecting $157,689 infees and $2,758 in expenses. The .

s:erv_ices and costs for the Sixth’ Application Period are describe_d below and are detailed

“in the exhibits filed coricurrently herewith. ™

n '}.; i it

,SUMMAR.Y OF DEVEI%OPME.NT.SIN THE CASE .

On Apnl 6 2001 (the "Petmon Date"), Pac1ﬁc Gas and Electric Company (the

; “Debtors”) ﬁled voluntary petltrons for reorgamzatmn under Chapter l 1 of title 11 of the Umted

t States Bankruptcy Code ("Bankruptcy Code") The Debtors contmue to operate their busmess

and manage their propertles as debtors-m-possessmn pursuant to Sections 1107(a) and 1108 of
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the Bankruptcy Code.

On .July 2‘11 2001 this C"ourt entered an order authorizin:g',in.ztme p:ro' tunc, emplbyment of
"PwC as of Aprrl 11, 2001 as Accountants and Fmancral Adv1sors for the Commrttee On

| October 31 2002 an order (the “Retentron Order”) was entered to extend thrs employment to
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" FTI as successor to the PWC BRS Practrce nunc pro tunc to September 1 2002

The Retention Order authorized the retention of hTI to }end‘ef to the Co'r;nmittee“the

following essential services, which include but are not limited to the following:

@

(b)

.

- Assistance.to the Committee in the review. o_t' financial related disclosures
_required by the Court, including the Schedules of Assets and Li;ab'ilhities,

;the Statement of Financial Affairs and Monthly, Operating Repdrtéj

Assistance with a review of the Debtor’s short-term cash management
practices;

Advice and guidance to the Committee with réspéct to utility aecdunting

. and electric and gas utility operating elements, including elements of rate

.- making, cost recovery and the financial impact of regulatory decisions;

coe @

~ Assistance and advice to the Committee with respect to the value of the

.. Debtor’s operating assets and make recommendations regarding the

(e)

’ Wthh Court approvaI is sought

G

highest and best use, operation, and ultimate disposition of such assets;
Assistance in the review of financial information distributed by'the-'Debtor
to creditors and others, 1nc1ud1ng, but not lrmrted to cash flow prOJectlons .
and budgets cash recerpts and dlsbursement analy51s analysrs of vanous
asset and habrhty accounts, and analysrs of proposed transactrons for

B [

Attendance at meetmgs and assrstance in drscussrons w1th the Debtor,

' regulators State agencres mortgage holders and other secured Ienders in
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thls chapter 11 case, the U S Trustee other partres 1n 1nterest and
_professronals hlred by the same, as requested A
l : v‘ (g) _ Assistance in the reV1ew and/or preparatlon of mformatlon and ana1y51s
‘“ necessary for the conﬁnnatlon of a Plan of Reorgamzatlon in thls chapter
(h) .IAssrstance to the Comm1ttee and 1ts counsel in the preparatron and
- evaluation of potential htlgatxon,
(i) 2 ‘Assistance in the discharge of the Committee’s duties and ﬁ,lnctlons in this
. case, 1nclud1ng, but not llmlted to compllatlon of rnatenal requn'ed for
. court testlmony, and 5 ' o ” o "
;' : ()) -Render such other general busmess consultrng or such other a351stance as
| !the Commrttee or 1ts counsel may deem necessary that are not duphcatlve
of serv1ces provrded by other professronals in th1s proceedlng “

’-47- c - e ,~>‘:,,

FTI 1ncorporates by reference the overvrew of case act1v1ty presented in Sectlons II and

III of the Slxth Intenm Apphcatlon of Mrlbank Tweed Hadley & McCloy LLP for Allowance
) and Payment of Compensatron and Relmbursement of Expenses The Debtor contmues to :

operate 1ts busmess, and cash ﬂow appears to be neutral pendlng regulatory dec1s1ons by the

1 .

_»Cahforma Pubhc Utrhtles Comnussron Two competmg plans have been filed in the case and

confirmation hearings are still proceeding in the matter.

| EES | R
SUMMARY OF FTI’S EXPERIENCE

FTI as successor to the BRS practlce of PwC has extensrve expenence in ﬁnancral

‘ reorgamzatrons and bankruptcy consultmg semces Our professronals have prowded serv1ces

to a w1de vanety of mdustnes and as a result FTI has accurnulated a wealth of knowledge
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_However in order to assrst the Court the Umted States Trustee PG&E and other partres m

concemmg the 1ntncames in these matters

In bankruptcy restructunngs the FTI has accumulated overa quarter of a century of
experience servmg Debtors Creditors, and Trustees in bankruptcy matters.
FTI has assmted nuMmerous Debtor and Debtor—In Possessmn entities involving, successful
development of reorgamzatton plans, numerous valuatron prolects, sales of assets:in Chapter 11,

extensive tax consulting, and other services related to reorganization. = -

o ML
SUMMARY OF SERVICES RENDERED BY FTI -

Durmg the erth Apphcatlon Penod FTI represented and advised the Commrttee w1th

respect toa w1de range of issues and challenges Due to the comprehensrve nature of the

services rendered by FTI dunng the Slxth Apphcanon Penod no attempt is made herem to detail

the totahty of such services. The full scope of the servrces rendered by FTI'is set forth m deta11

in the bllhng reports ﬁled concurrently herewrth under captrons entitled “Detail Reportmg by

Task Code Exhibit for the Penod December 1, 2002 to March 31 2003~ (the “Blllmg Reports”)

&

1nterest in revrewrng thls Slxth Intenm Appllcatlon a bnef summary of FTI’s blllmg procedures

“and the services rendered by FTI durmg the erth Apphcatron Penod w1th regard to each act1v1ty

code category, 1nclud1ng certam undertakmgs w1thm each category, 1s set forth below

A. Summary Of FTI's Billing Procedures.

It is FTI’s normal business practice to charge its clients in full for services rendered and
all actual and necessary out-of-pocket costs and expenses incurred by FTI in providing those

services.

In the ordlnary course of its practlce FTI mamtarns records of tlme expended by

professronals in rendenng servmes to 1ts chents T1me records are made substantrally

contemporaneously wrth the rendmon of these professronal serv1ces and are prepared by the

e
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‘ professronals who have rendered the services. In matters such as thls time records are kept in6

' This case, which was one of the ten’ largest bankruptcy cases filed in the Untted States,

_has involved significant interaction with outside agencies, including the Federal Energy

Regulatory Comrmssron the Cahfomra Publtc Utrhty Commlssron (“CPUC”) the Cahfomta

1 Energy Commxssmn the Department of Water & Power (“DWR”) the State Legrslature ‘the

Governors Ofﬁce as well as taxmg authontres and other reportrng agenc1es The actrvxty in this

-

_case has been contmuous and 1ntense as the Debtor and Credltors have moved sw1ﬁly to grapple

(»,

,wrth the 1nnumerab1e 1ssues of a regulated ut111ty in bankruptcy, and partles have sought to:
;develop a consensual plan of reorgamzatron structure Dunng the course of thlS case, we have

A observed unprecedented actron by all of the partres noted above to address the underpmmngs of -

i i l' v
the energy cn51s m Cahforma These have mcluded the ﬁlmg of two competmg plans of

: reorgamzatton wrthm one year of the case s commencement proceedmgs by the leglslature and. .

._the CPUC to address hardshlp by the QF generators proceedmgs by the Govemor Leglslature
_ and FERC on pnce caps and refunds for energy, actton by the Legrslature and Energy
_ Commrssmn to support development of power plants proceedmgs wrth the CPUC over the DWR

: power purchases negot1attons and legrslatrve proceedrngs 1nvolvrng ballout measures for utilities

in Cahforma Jssues 1nvolv1ng the State Treasurers ofﬁce DWR CPUC and the Governor over

bond ﬁnancrng for the DWR power purchases mterplay among the utrhtres in Cahfomla the

CPUC and DWR concernlng allocatlon of the costs of power and bond ﬁnancmg as 1t may affect

5 each ut1hty, and agreement between the CPUC and Southern Cahfomta Edlson (SCE) ona.

_means to Tepay SCE’s past-due obhgatrons The issues at stake have been monumental w1th

) C

7 PG&E’S reported debt and clalms exceedmg $l3 Blllron the rance of revenue  at stake for therr

Lo «!

electncxty procurement act1v1t1es varies from $2 8 Bllhon to $3.7 Bllhon per year the proposed
| allocation of DWR power and bond ﬁnance costs varying from' $2.0 Billion to over $2.2 Billion
- per year, and QF pre-petition claims on executory contracts exceeding $1 Billion: During the

' pendency of this'case, we have observed electricity prices vary from hundreds of dollars per
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Megawatt to power pnces in the $15-30 range. We have seen natural gas prices vary by a factor

‘Aof 10x the hlStOI’lC pnce average Reported purchases of power by the DWR have vaned from

over 3100 million per day to under $12 million per day dunng th1s penod. There have been

numerous legal challenges to actions of the Debtor, CPUC and the State of California:ln this

- case, resulting in pending appeals and legal action on these matters. .

The Commrttee orgamzatlon structure has been unlque for thls case, w1th greater tlme
1nvolvement by Comnnttee members than in most any other case. The personal commrtment of

Commlttee members to acuvely partlclpate ona contmuous basrs has matched the act1v1ty level

" in the case with over 1 l 500 ﬁhngs hsted in the Court docket through December 31 2002 The

FE I

| ”Commlttee has partlmpated in an unprecedented number of rneetmgs of the Commrttee adv1sors
the Debtor and the CPUC The Commrttee in order to address the monumental workload and

mynad of tasks at hand created four dlstlnct subcommrttees Fmancxal Legls]atlve Regulatory

and Plan FTI assembled sub teams of professxonals to address the issues and work a551gmnents
set forth by the Commrttee subcomnuttees and workmg group In the course of FTI’
representatron of the Cornmrttee in thrs matter 1t has been necessary and requested that more

than one or two professronals partlcrpate in meetmgs and conferences with the Comrmttee

representatwes the CPUC or w1th the Debtor ThlS 1s not normally the case for FTI in such

| kmatters and has been dlctated by the size of the case the complex nature of the matters bemg

drscussed the speed wrth Wthh matters are bemg addressed in the case and requtrement to have

| vanous specralty SklllS represented and part1c1pat1ng in certam key drscussrons In many cases,

| these have been hlgh level meetmgs or key dlscussxons w1th the Debtor representatlves or the
ECPUC and 1ts advrsors who are not able to make themselves avallable for repet1t1ve follow-up

| dlscusswns In many cases, the parttcrpatron of multlple professronals by FTI has been dlctated

by the speclﬁc specrahzatlons and backgrounds such as those of the followmg key professxonals

Michael Hamilton is FTI’s senior Utility Specialist in Accounting and Regulatory- '.

- Matters. He has participated in each of the restructurings that have involved a utility for the Firm

. over the past 25 years. He has unique knowledge of the regulatory and business environrnent
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facing utilities. Mr. Hamilton has coordinated the Committee work on plan structuring,

re_gnlatory matters, cash flow projections and legislative matters.

‘ ' Thomas Lumsden is one of FT I’s senior bankruptcy specialists with specialization in
utrhtles and the Cahfomla Market havmg parttcrpated in development of the mfrastructure for
the electnmty deregulatwn in the State, and has operated and bought and sold electncal
generation t’acrht‘les. Mr. _Lumsden coordrnated the Committee work on the financial modeling- :

and analys_is_of PG&E:’S‘operation;s and finances, the DWR power purchases and revenu'e

requirements, the tax issues involving the Plan structure, the retained generation ﬁlings with the
.CPUC, the a_n‘alysi‘s'ojf claims by class, analysis of the CPUC Plan, and development of

alternative pla_nfstructures'.; Lo

M. Freddie Reiss is a senior bankruptcy specialist for FTI with expertise in serying

“Corimittees and‘dealing with intercreditor matters. He has coordinated the Firm’s negotiations in

the areas of employee retention issues, employment of Débtor professionals, ordinary ‘t:onrse
motions, committee govéﬁiaﬁcé and plan'negotiations with the Debtor and with the CPUC.
Rocky Ho isa Managmg Dll‘GCtOI‘ for FTI and has been responsrble for coordmatmg staff

a551gnments and prOJects for the FTI team, review of work product quahty control and active

| lpart1c1pat10n m plan ad_)ustments and has spemahzed in rev1ew and coordmatlon of all .-
, Comm1ttee response to Debtor motlons and ﬁlmgs llttgatlon matters and Commrttee consent on

. expenditures. r T

Allison Young is a Director for FTI and has specmlrzed in the financial modehng, the

‘statewide grid modelmg, the ¢ash flow analysrs the assessment of Debtor’ pI‘O_]CCtIOI]S the

’ assessment of the CPUC’s pIOJCCtIOHS altemattve plan structures and feasibility, tax analysrs of

both plan proposals, and analysrs of creditor clatms by class.

.. -'lvi .

J enmfer Krtchm is a Dlrector for FTI and has specmhzed in the Ratmg Agency analysis

of PG&E the DWR power purchases and contract data
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Margery Neisisa Utilities specialist in the BRS Practice who has coordinated the review

.....

and QF contracts.

An analysis of rneetings with rnultiple FTI profeSSiOnals in attendance and an explanation of the

role and purpose of each prOfeSSionals’ participation is preSented in Exhibit 4 t?ovthis'_Application.

B.  Summary Of Exhibits Regarding Services Rendered By FTI.

FTI has attached the following exhibits as snpp;oit to its Application:

1. Attached to the Declaration of Thomas E. Lumsden (“Lumsden Declarat_ion”) is

Exhibit 1 - Asummary schedule showing the professionals who performed the services, the

number of hours spent, the respective professional's billing'rate, and the Atotal fees for such

services;

2. Exhibit 2 and Exhibit 2-1 - Summary of Fees by Project Category and: itemized

‘time records, in chronological order, of each specific service for which an award of

compensation is sought. The itemized record includes: . (1) the date each service was rendered

(2) the professional(s) who performed the service, (3) a description of the services rendered and

(4 the time spent performlng the service in increments of tenths of an hour for the Sixth Interim

Application; -
3. ‘Exhibit 3 - Expense Sunnnary and ExpenseDetallreports "by. individual and
itemized total expenses for which reimbursement is sought. All expenses for which -

reimbursements are sought are disclosed in detail by individual. It should be noted that any

airfare charges were incurred as a result of travel in coach class FTI has not requested

reimbursement for certain out- -of-pocket expenses when it would not be possible to assemble the

| billing details for reimbursement under the Guidelines. These unbilled out—of—pocket exp_enses

typically include telephone charges for calls placed in its offices, postage costs including Federal

Express charges and copying and facsimile charges incurred at the Apphcant’s ofﬁces in

connection w1th these cases. These unbilled out-of- pocket expenses are real costs that have been

10
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» 4. N Exhlbrt 4 Summary of Meetmgs that more than two FT I professwnals attended

The summary hlghhghts the relatlve 1mportance of each team member and the purpose of their

involvement at the meetings.

_ NARRATIVE SUMMARY OF SERVICES PROVIDED BY FTI

FTI has submrtted detalled ]1stmgs of txme 1ncurred by professmnal by task for the

monthly Cover Sheet Apphcatlons to the Debtor Comrmttee the Umted States Trustee and the

Court for the penod covered by thls Slxth Intenm Apphcatlon FI‘ I has rec1a551ﬁed some of the

B detalled t1me 1nto categorles that more appropnately reﬂect the work performed

iir, v

Rec1a551ﬁcat10n were made to harrnomze the categonzatlon among professwnals

1. Asset Sales/Valuation Issués (Category 01).

T ~Dun'ng"‘the Sixth Application'Period FTI professionals spent a total of 1 94.0

IE hours rendenng serv1ces in this category, for whlch FTI seeks compensatlon of $59,978. A
' :,.summary of the FTI professmnals who rendered servxces in this category and the correspondmg :
“amount of fees requested is included in EXhlblt “r The Bllhng Record for this category, which

~sets forth a detailed 'descﬁption'of the services rendered are filed Goncurrently herewith. - :

© - Services rendered by FTI p'rofessionals in this category included:

Ca) FTI tlpdated its valuation of the proposed business units under the PG&E
" Plan of Reorganization and 6f PG&E as an integrated utility under.the

_CPUC Plan of Reorganization.

“* b)"% FTI prépared a valuation of the Debtor’s regulatory assets as well asa
" liquidation analysis, both of which were used in the expert testimony of

" ““Thomas E. Lumsden. "

11 -



b

O 0 NN A WL B W N

RN R N RN NN N N = m e e e
® AL R O RN =~ O L ® Ao R ® R~ o

The purpose for the work performed was to enable the Committee to a assess the

solvency of the Debtor, to assess the ablllt}' of the Debtor s assets at market value to provide

adequate’ coverage for the proposed debt to be issued under both plans of reorgamzatron, andto -

assess the apptOxirnate"Value of the Debtor’s equity'unde'r the CPUC plan:' The valuation of the
Debtors business segments involved analysis of each component of the Debtors operations
adjusting for the different cost structure, resources, market pncmg and regulatory env1ronment in

California. This mformatlon has assisted the Commrttee in evaluatmg the debt capacxty and

‘ credltworthmess of each of the proposed new entmes in the Debtor s Plan of Reorganization and

of the integrated utility under the CPUC/OCC PIan of‘R:eor‘gan‘ivzation In the'procés;of

developmg the comparable company data which is referenced in valuatlons FTI has also
ut1hzed the mformatlon to assess the viability of the Debtors ﬁnancml proj ectlons for plan

purposes.
2. Bankruptcy Reporting (Category 02).-

During the Sixth Application Period, FTI p_rofessionals spent a total of .13"7.7

hours rendering services in this category, for which FTI seeks compensation of $34, 826 CA

| summary of the FTI professmnals who rendered services in thrs category and the correspondmg

amount of fees requested is mcluded in Exhlblt “2.7 The Brllmg Report for this category, which

sets forth a detailed description of the services rendered is filed concurrently herewith.
Services rendered by FTI professionals in this category included:

a)  FTIreviewed and analyzed various motions and pleadings of the case, and

provided comment to the committee on the financial irnpact of these items.

There have been innumerable motions filed in the case by the Debtor and:other

parties which required review and assessment by FTI to assist counsel to the Committee in

.| determining the necessary response. These included motions on capital expenditures, asset sales,

and claim settlements, Power Exchange, lease extensions, POR transition costs, procurement

12
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plans as well as document disco’very.requestS. In many cases, the time associated with those

_motlons has been posted to a dlstmct task code but in other more generlc cases, the tlme has -

been posted to the Bankruptcy Reportmg task
3. Casb Flow Analysis (Category 03).

Dunng the Slxth Apphcatlon Penod FTI professxonals spent a total of 35 7 hours

rendenng servxces in this category, for Wthh FTI seeks compensatron of $14,231. A summary

of the FT I professionals who rendered serv1ces 1n thrs category and the corresponding amount of

fees requested is included in "Exhibit “2.” The.Bxlh_ng Rep'ort for this category, which sets fortha

detailed description of the services rendered, is filed concurrently herewith.

' * Services rendered by FTI professionals in this category included:

a) FTI updated its analysis of .the Debtors' cash flow forecasts to deyelop an
*“{inderstanding of the Debtor’s liquidity position and its ability to fgenerate

sufficient cash to fund the proposed Plans of Reorganization.

b) e "FTI analyzed the new caprtal expendlture budget and its rmpact on the

B debtors cash ﬂow pI'OJCCtlonS

The process was cnt1cal to understandmg the ﬁnancral proyectlons both cash based and

f"

operatlng, to evaluate the hquldrty of the debtor and 1ts parent to assess the Commlttee posmon

w1th respect to motlons related to ordmary course expendltures capttal expendrtures payments :

» to DWR payments to ISO the relatlonshlp and sensrt1v1ty of the cash ﬂows to changes in natural

. gas fuel pnces and the Debtor s ab111ty to generate sufﬁcrent cash ﬂows to fund elther of the

-proposed Plans of Reorgamzatron :

4, Claims Analysis (Categ'ory 04) oo

During the Sixth Application Period, FTI professionals spent a total of 236.0\

hours rendering services in this category, for which FTI seeks compensation of $107,1 15 A

13
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summary of the FTI professionals who rendered services in this category and the corresponding

amount of fees requested is included in Exhibit “2.” The Billing Report for this category, which

sets forth a detailed description of the services rendered is filed conehrrently herewith. -

Services rendered by FTI professionals in this category included:

a) FTI coordinated with the Debtor to summarize and reconcile those claims
filed against the comoahy to validate the value of potential allowed claims

that the Estate is responsible‘f"or.
b) FTI reviewed and analyzed numerous claims stipulations.

c) FI‘I reviewed the data on application of any generator and péss through
claims, and evaluated the FERC ordered refunds to reduce the allowed

claims in the case. -

d) FTI reviewed and analyzed issues surrounding NCPA / City of Palo Alto’s

claim.

This work product has involved the review of claims filed by creditors totaling in

excess of $44 Billion; reconciling these amounts to those reported by the Debtor, and to 'A

mformatron supphed by 1nst1tut10nal credltors and in pubhc ﬁhngs and evaluating those claims
whlch are subject to estlmatlon or adjustment through the ISO or PX, and those subject to CPUC

review. Work n thls area has resulted in vahdatxon on behalf of the Comrmttee of a large

‘ segment of the clalms in thxs case and evaluation of key claims mcludmg those for F1nanc1al

Credltors QF’s Sempra ISO/Generators cities, countles and other claimants where settlements
have been proposed or dlscussed FTI spent tlme revxewlng NCPA’s $1.5 billion clalm and
continues to closely monitor the claims estimation proceedmgs as the dollar amount could

potentially impact the feasibility of both plans.

14
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3. CPUC Review (Category 05).

* During the Sixth  Applicatiori petiod, FTI professionals spent a total of 174.5
(
hours rendering services in this category, for which FTI seeks compensation of $65,022.. A

* summary of thé FTI professiorials who rendered services in this category and the 'conesponding
“dmount of fees requested is included in Exhibit “2.” The Billing Report for this category, which

| "sets forth a detailed description of the services rendered is filed concurrently herewith.

XA
LT

Services rendered by FTI professionals i_n.this category included:

a) . FTI revrewed and momtored CPUC proceedmgs to determme the potential

ﬁnancral 1mpact the proceedmgs could have on the Debtor.

‘ b) »FTI revrewed the Debtor S, SCE’s SDG&E’S DWR’s and TURN s
| _ CPUC ﬁlmgs to determme the potent1a1 ﬁnancral lmpact on the Debtor s

' estate

“¢) *FTIreviewed the TRA-TCBA and GMA account staterents to determine
" c_orrelation w'ith"pou{er'_pro‘cess_. |
N FT I rev1ewed PG&E General Rate Case 2003 ﬁhng documents and

evaluated 1ts 1mpact on plan pro_]ectlons

““*'The work in this area is critical to the detérmination of future cash flow and

funding of the Debtor to complete a plan of reorganization.:As an integrated utility, the Debtor is

S'regulated by the CPUC for all aspects of 1ts owned generatron (nuclear and hydro assets) intra-

- 1 > 3

state gas transmxssron and storage fac1llt1es gas and electnc procurement and dlstnbunon of

electncrty and gas to 1ts wholesale and retall customers through its network of pipes and wires

throughout Northern California. The CPUC and PG&E have made filings and conducted B

1 “hearings on such regulatory topics as utility retained generation rate setting, general rate case,

DWR Ttevenue requirement; net short procurement, attrition, and matters involving transition

15
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period accounting during deregulation. PG&E has been actively engaged with the CPUC during
this period with the setting of the revenue requirements for its nuclear and hydro geneération
assets and with the revenue requirement for the DWR power purchases and bond ﬁn;"tnt:ing. FTI

has monitored the CPUC hearings, testimonies and developments closely, and has prepared

.minutes of key hearings and modeled the range of outcomes for the Committee. FTI has also

performed a thorough analysis of the CPUC’s settlement with SCE for the recovery of its past-
due procurement related obligations and how this agreement compares.with the Plan bro”posed by
the CPUC for PG&E Company. FTI also researched elements of the CPUC regulation to assess

compliance of the J oint Plan of Reorganization.
6. CPUC/OCC Plan of Reorganization (Category 06).

During the Sixth Application period, FTI professibnals spent a total of 222.3
hours rendering services in this category, for which FTI seeks compensation of $104,32'4;‘ A
summary of the FTI prbfessionals who rendered services in ‘this category and the corresponding’
amount of fees requested is included in Exhibit “2.” Thé»Billing Repdrt for this ca:tegor'y;‘ which

sets forth a detailed description of the services rendered is filed concurrently herewith.
-Services rendered by FT1 professionals m this category included:

’a') FTI reviewed and analyzed the alternatives to the Joint Plan projeéfions
and provided feedback to UBS and the CPUC on the reasonableness of the
Plan projections, including the proposed capital structure, capital

expenditures, and creditor recovery analysis. .

b) FTI analyzed the projected financial ratios from the Joint Alternate Plan
and compared to S&P benchmark ratios for‘utility investmérﬁ gfad_e.
companies. | |

c) FTI analyzed the Joint Plan projectio'ns prepared by UBS and prbvided

advice and comments to UBS and the Committee on the Joint Plan »

16
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proj ections.

o d) FTI advrsed attorneys for the CPUC and the OCC in confirmation hearmgs for
o the CPUC/OCC Plan mcludrng prepanng financial analyses (1) in support of
_,:the 'CPUC/O((}ZC. p_lan, (2)in defense of ‘P‘G&E objections to the CPUC/OCC
Plan, and (3)in support of UBS in its testimony and delivery of the UBS
Highly Confident letter on ﬁ‘nanacing of the Joint Plan.
€) -FTI prepared the expert t‘e;st'i_monyfor Thomas E. Lumsden

) FTI revrewed and analyzed the UBS Bndge Term Sheet

The work in thrs area enabled the Credltors Commlttee to provide meanmgful

feedback o the CPUC on alteratlons to their J oint Plan to 1mprove plan feasrbillty, to- a351st UBS

rin developmg the J omt Plan proj ections and obtammg prelimmary 1nd1catrons from ratrngs

agencxes for the J ornt Plan Securities. ThlS work also enabled the CPUC to defend agamst

objections to th_e plan filed by theDebtor and helped the CPUC/OCC plan receive prehmrnary

investment grade ratings from the agencies. Significant work was performed during plan

_confirmation hearings, including participating in deposit_ions, rnonitoring of court activities, and

preparation of the Lumsden expert witness report regarding solveney and the regulatory ‘

balancing accounts. .~ . .

BN

P LT
R

7% “Debtor Plan for Reorgamzatlon (Category ) I

Dun'ng the Sixth Application Period, FTI professionals spent a total of
284.8 hours rendering services in this ¢ategory, for which FTI seeks compensatio‘ni_of
,$146 426 A summary, of the FTI professionals who rendered-services in this cateéory
and the correspondlng amount of fees requested is 1ncluded in Exhibit “2”. The Brlhng
Report for thls category, whrch sets forth a detarled descnptron of the services rendered is

i

filed concurrently herew1th

17
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Services rendered by FTI professionals in this category included:

a) FTIreviewed and analyzed various filings made by the debtor in support
" of its Plan of Reorganization for the Plan’s confirmation hearihgs. FTI
further participated in various deposifidhs of key financial personnel of the
~ Debtor to obtain a better understéﬁding of the chahgés to the Debtor’s

financial projections.

b) FTI reviewed and aﬁalyzed CPUC’s opposition to the Debtor’s Plan of

Reorganization.
¢) . FTlattended PG&E’s Plan of Reorganization Confirmation hearings.

The Committee has continued to monitor the Débtor’s financial performance and
changés to the Debtor’s plan of reorganization. This effort has included a review of underlying
detail of all plan assumptions and updates to current and pfojected financial beffc;iihanc'é: FTI

has attended certain related depositions of experts. )
8. DWR Contracts Analysis (Category 08). .

During the Sixth Applicétidn Period,_PTi 'pfbfeééibnals spent a total’of 124.7
hours renderihg services in this category, for which FTI seeks compensation of ‘$48,9:94._ A
summary of the FTI professionals who rendéred services in this category and the corresponding
amount of fees requested is included in Exhibit “2.” The»_Billing-Repdrt for this category, which

sets forth a detailed description of the services rendered is filed concurrently herewith.
Services rendered by FTI professionals in this category included: -

a) FTI calculated the potential range of fiiture ﬁ'ayments' that will be required
“to be remitted to the DWR by the Debtor to jiay for its ‘purc‘hased power,

administrative costs, and debt service requirements.

18
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b) FTI evaluated how the revised DWR revenue requirement would lmpact

- the projected financial statements of both Plans.

N “'¢) " "FTI feviewed updates to the DWR Revenue Requirerent and the:
underlying Navigant model and settlemenits ameniding the underlying
omineti < ' R |

G

- Approx1mately 40% of the electncny that PG&E supphes to 1ts customers has

been provrded by the DWR through spot and contract purchases under the program 1n1t1ated by

ABxI. FTI has monitored the power.purchases 'supphed by DWR to PG&E, estimated the costs

of that power as well as future costs assocrated w1th contractual comm1tments and spot
) purchases to meet PG&E s net short posmon and developed estlmates of those future costs
ThIS 1nformat10n has been compared w1th ﬁnanc1al data supphed by consultants to the DWR and-

13 r:_has also been shared W1th PG&E to assrst in efforts to mﬂuence the structure of the allocatlon of .

those costs among the utlhtres in Cahforma FTI contmued 1ts revrew of the contracts that have
been completed by the DWR and updated our database model of those contracts for newly
obtamed contracts and renegotiated contractsito enable the Committee and PG&E to estlmate the

volume and cost of that power and its potential allocation to PG&E.
tegg :""-"-Exec'utory Contracts "An’alySis (Categbry‘9)';"

Durmg the Slxth Appllcatron Penod FTI professwnals spent a total of 2 1 hours

ot P .
RIEY P

‘_ krendenng servrces in thrs category, for wh1ch FTI seeks compensatlon of $998 A summary of

the FTI professronals who rendered servrces m thls category and the corresponding amount of

fees requested is 1nc1uded in Exhrbrt “2 ” The Bxllmg Report for this category, Wthh set forth a

detailed description of the services rendered are filed concurrently herewith. -

1. Services tendered by FTT in this category inchided: '

a2 FTI rev1ewed and analyzed proposed strpulatlon between the debtor and

the Power Exchange to assume power contracts subj ect to certam
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limitations.

This work involved review of pfOposed QF-aﬁd other various séttlemeﬁt‘
agreements, and negotiations with the Debtor on structures for assumption and modiﬁéation of
these executory contracts. The more than 300 QF generators _supply approximately 1/3 of the
power PG&E delivers to its customers; and pre-petition claims approximated $1 Billion. FTT’s
work in this area helped the Committee to understand the financial consequences of tl{e proposed

settlements and whether to support or reject the Debtor’s proposed settlement agreements.

10.  Fee Application (Category 10).

During the Sixth Application Peridd, FTI pfofeséionals spent a total of '89.'6 hours
rendering services in thfs'c'z'ltegory, for which FTI seeks cdmp:eﬁsation of $24,444. A "sum'mary
of the FTI Aprofessiovnals» who rendered services in ihisAcat'ego‘ry and the corresponding“ amount of
fees requested is included in Exhibit “2.” The Billing Report for this category, which sets forth a

detailed désériptibn of the services rendered are filed cOncu.r'réntIy'he'rewith.' “
- Services rendered by FTI professionals in this category included: ...

‘a)  Time spent preparing FTI’s Fifth Interim Fée Apbiicétion and the monthly
| Cover Sheet Applications for AIlowan.(:é'and Payment of fnterirp
Compensation and Reimbursement of Expensés in accordance with the
réquiréments established by the United States Bankruptcy Code, the Court
and the U.S. Trustee. Time expended preparing this Sixth Interim -

Application will be reported in the next interim fee statement.

11..  FERC (Category 11).

During the Sixth Application Period, FTI professionals spent a total of 52.6 hours

rendering services in this category, for which FTI seeks compensation of $23,655. A summary

of the FTI prozfessionals-who rendeféd services in thisvc‘ategory and the corresponding amount of
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_fees requested is included in Exhibit “2.” The Billing Report for this category, which sets forth a

. detailed description of the services rendered is filed concurrently herewith.

' "Services rendered by FTI professionals in this category included:

a)  FTImonitored FERC proceet_lings to determine the potential ﬁnanoial
" impact of regulatory proceedings on the Debtor’s Estate, includiné
*" possible changes in rates;'génerator refunds, settlement of the Cali_t'ornia
P&Generator claims, and progress on the Debtor’s filings requeeting

FERC approval for various aspects of its Plan of Reorg’anization}

o b) FI1 reported findings and analysis on FERC ‘pr'oceedings to the

~ Committee.

~ - This analysis and tnonitoring, in concert with regulatory counsél for the’

'Comimittee, has been critical to assessment of potential refunds on claims that may be a_W_arded to

PG&E, potentially reducing the pre-petition obligations, and analyzing ﬂle’potentialiclairn PG&E

will have from ‘the settlement Generator cIalms aoamst the now defunct California Power ‘

o

Exchange We have also advxsed the Comrmttee w1th respect to the 1mpact of FERC market price

;caps and the unpact of the retroactlve apphcatlon of those caps to the PX, ISO and DWR

purchases as they may affect the Debtor

',-».,‘m

12 ’ Fmanclal Statement Modelmg (Category 12)
' Ddring ‘the“SiXth prpncatibn Period 'FTI ptofeSSionaIs spent a total of 1;21‘ 0‘\
hours rendermg semces 1n thls category, for Wthh FTI seeks compensatlon of $44, 194 A

summary of the FTI professxonals who rendered services in this category and the correspondmg

) __amount of fees request_ed is 1ncluded in Exhxblt “2” The Bllhng Report for this category, which

sets forth a detailed description of the services rendered is filed concurrently herewith. |

<" Services rendered by FTI professionals listed in this category included:

21
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a) FTI continued to refine its integrated financial statement model'to support
various alte‘mﬁtive plans under consideration by the committeé. This
integratéd model énabled the committee to create financial projections to
support the joint CPUC/OCC plan of reorganization that has bc:aen'ﬁled

with the court.

b) FTI éreated amodel to analyze the new financial proj ectidns: of' the PG&E

Plan of Reo'rgfmizétion as filed with the court in November 2002.
c) FTI reviewed GRC filings to model future rates of PG&E.

FTI’s financial modeling effort has enabled the Committee to assess the fgasibilitj
of the Debtor’s and the CPUC’s proposed plans of reorganization and to model various A
alternative plan scenarios. This model proved integral in éalculating the cash flows of mqltiple :
alternative plans and assessing the feasibility of various capital structures. The joint CPﬂC/ OCC
plan before the court is supported by the financial projections genefated from FTI’s ﬁ?ian%:ial

modeling efforts.
13.  Financial Statements (Category 13).

During the Sixth Applicaﬁoh Period, FTI pro.fé‘ssi:oﬁ-al:; spent a total of 89.(§ hours
rendering services in this category, for which FTI seeks compensation of $41,397. A surqmary
of the FTI professionals who rendered services in this category and the co'rresponding amount of
fees requested is included in Exhibit “2.” The éilliﬂg Reﬁort; for this category, which sets forth a

detailed description of the services rendered is filed concurrently herewith.
Services rendered by FTI professionals in this éategdry included:

a) FTI reviewed the Debtor’s historical financial statements filed durin ghtis

period, including SEC, FERC V'and bankruptcy filings.

b) FTI used its research of the Debtor’s historical performance in performing
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various financial analyses on the Debtor’s financial condition and ability
to reorganize, including assessment of changes in the parent ﬁnancial

~condition.

o As a regulated utxhty, the Debtor s ﬁnancml statement filings include submissions

to the SEC FERC, and the CPUC that outlme the accountmg for GAAP (generally accepted

accounting principals) presentation and regulatory accounting purposes. These financial

' statements present volurninous information on the historical performance and financial health of
the Debtor. " FTI reviewed certain public filings o verify financial projections in the plan of
: reorganization and to summarize the ﬁnan'cialf)'erfo'nnance_iof the utility post-petition for the

creditors committee.”

3 14, _G.ene.ral Committee M_atters,(Category 14). .

During the Sixth Apphcatlon Period FTI professmnals spent a total of 51 5 hours

rendermg services in this category, for which FTI secks compensation of $26, 139. A summary

‘of the F’I‘I professmnals who rendered services in this category and the correspondmg 'amount of

"‘fees"re'quested is included in Exhibit “2.” The Billing Report for this categOry, which sets forth a

R S
H Con

' SérVices’ rendered by FTI professionals listed in'this categOry included:"

a) 7» _F'l'I prepared for'and atten_ded nurner.ous nieetings and conference calls
| includririg the full Committee on \;arioiis issues, including general case
: adrninis"tra'tion‘,: financial issues, regulatory issues, litigation issues, Plan
"% isshes-and confirmation hearing matters.”

e L AT sy . - IR [
H . . ! KN B

'b) . FTIpersonnel prepared for and participated in various t"o'nnalandin'fonnal
‘conference calls between Committee members, Committee working group
""" members, Commitiee advisors and PG&E regarding the financial impact

of various motions brought by PG&E, the Debtor’s and the CPUC/OCC’S
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proposed plans of reorganization, confirmation hearings, and other issues

Shfrounding the Debtor’s estate.

<) FTI prepared numerous presentations for distribution to the Committee
regarding a the financial impact of various matters affecting the Debtor’s
Estate, and addressed questions from individual creditors on aspects of the

[

" Plan of Reorganization.

As has been mentioned earlier, the Committee has participated in a significant
number of meetings and conferences to address the volume of issues facing the Debtbr and to
accelerate the process of reorganization of this Debtor. FTI has structured its team into
subgroups with partners and staff splitting responsibility for various areas. This category‘
captures the time spent associated with the myriad of méetings and conferences that FT1 has
participated in which do not address any one partiéular task code topic. FTI has attenipfed to
minimize the participation of more than one or two professionals in these meetings and :
éonferences, but in many cases, the variety and complexity of the issues addressed, tﬂe speed
with which activities in the case have progressed, and the partié:ulaf specialﬁes of the FTI
professionals involved have dictated the need to have more than one of two pfofe's'sionals in
attendance. For meetings where more thm two FTI professionals were present, Exhibit 4

summarizes the role of each team member and the purposé of their involvement at the meeting.
15.  Legislative Review (Category 15).

During the Sixth Application Period, FTI professionals spent a total of 0.3 hours
rendering- services in this category, for which FTI seeks compensation of $104. A summary of
the FTI professionals who rendered services in this category and the corresponding amount of
fees requested is included in Exhibit “2.” The Billing Report for this category, which sets forth a

detailed deécn’ption of the services rendered is filed concurrently herewith.

Services rendered by FTI professionals listed in this category included:
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a) FTI performed a general rev1ew and analySIS of financial 1mpl1cat10ns of
potentlal and passed legrslatron affectmg the Debtor s estate o
- This utility bankrupt_c'y has 'in‘o'o'lv’ed not ‘jlist the interplay of the Debtor, creditors

and regulators, but has also drawn in the legislative element as the governor and state legislators

seek a resolutlon to the crisis that affected the energy supply in Callfomla FTI has momtored in

R

concert wrth Saybrook Caprtal representatrves the various altematwes being presented by the

governor and leglslators to assess 1f these may, serve as a proxy for a plan of reorganxzanon for

) PG&E and to determrne 1f any of these proposals would have detnmental impact to the Debtor

- or the two proposed Plans o;f,Reorgamza_tron. LT

' 16.  Professional Compensation Matters (Category 16).

Durmg the Slxth Apphcatlon Penod FTI profess1onals spent a total of 79 6 hours

rendermg serv1ces m thrs category, for Wthh FTI seeks compensatlon of $6 724 A sumrnary of

ﬂ the FTI professronals who rendered serv1ces m th1s category and the correspondlng arnount of

-

_fees requested is 1ncluded in Exhlbrt “2 ? The Brlhng Report for thls category, Wthh sets fortha

_ detailed descnptron of the services rendered is ﬁled concurrently herewrth

P

Services rendered by FTI profe'ssi'onals ]isted i-nthis category included:

a) o FTI Revrewed and analyzed the Flfth Interlm Fee Apphcatlon of other
. professronals ‘ o
RS ) FTI attended fee application hearings for the Fifth Interim Fee Application

* -+ and reviewed UST objections to various professionals’ fee applications.

"#%17. + Subcommittee Matters (Category 17). - *© -,
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During the Sixth Application Period, FTI professionals spent a total of37.6 hours
rendering services in this category, for which FTI seeks cbrﬁpensation of $21,280. A summary
of the FTI professionals who rendered servi_ces in this category and the corresponding amount of
fees requested is included in Exhibit “2.” The Billing Report for this category, which sets forth a

detailed description of the services rendered is filed concurrently herewith.

Services rendered by FTI professionals listed in this category inélﬁ&ed: )

a) _FTI prepared for and participated in numerous meetings and
teleconferences with the OCC’s Plan Subcommittee to evaluaﬁe plan
alternatives, discuss the reaSohablehess of supporting plan assumptions,
and strategize on steps for achieving confirmation of the joint CPUC/OCC

Plan of Reorganization.

FTI played an active role in developing and evaluating alternative plan §cénarios
with the OCC Plan Subcommittee. FTI’s in~depth knowledgé of PG&E’S operations}‘aﬁd‘ the
CPUC regulatory framework aided the committee in rapidiy creatiﬁg aApla'n Whicil should face
fewer legal and financing challenges than either of the prev:iou.s plans filed in the case. This

effort involved activities with Committee Counsel and Saybrook representatives.

-

18.  Tax Review (Category 18)

During the Sixth Application Period, FTI professionals spent a total of 10.7 hours
rendering services in this category, for which FTI seeks compensation of $5,406. A summary of
the FTI professionals who rendered services in this cafegory and the conespondiﬂg a;ndﬁnt of
fees requested is included in Exhibit “2.” The Billing Report for this category, which sets forth a

detailed desbn’ption of the services rendered is filed concurrently herewith.
Services rendered by FTI professionals'listed in this category included:

a)  FTIreviewed and analyzed tax related matters between PG&E Corp and
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its subsidiaries.

‘FTI researched and summanzed key tax 1ssues of the Debtor s Planof

' reorgamzatlon for the Comm1ttee and the tax 1mpact of altematlve plan proposals hlghhghtlng

the potential ﬁnanmal impact on the Debtor and any potential tax liabilities to the credrtor FTI

:also kept the Commrttee appralsed of the status on IRS submissions and the 1mphcatrons of the

' CPUC’s proposed tax sharing agreement

19. Travel Time (Category 19).
Durmg the erth Apphcatron Penod FTI professronals spent a total of 3 5 hours

rendering services in thrs category, for whrch FTI seeks compensatron of $2,083. A summary of

the FT 1 professwnals who rendered services in this category and the correspondmg amount of
"fees requested is mcluded in 'Exhibit “2.” The Brlhng Report for this’ category, Wthh sets fortha

) detalled descnptlon of the servrces rendered 1s ﬁled concurrently herewith.

- Seryjces rendered by FTI professi'onals,list_ed_in this category included:i i

a) This category includes the time required for FTI professionals to travel to

case related meetings after September 11, 2001.

| ’SUMMARY OF A‘CTUAL’_AND NECESSARY EXPENSES  INCURRED BY Frr’

,.,,.

Yool iaee

FTI mamtams records of all actua] and necessary out- f-pocket expenses mcurred

‘ and typxcally charged n connectron w1th rendenng professxonal servrces to 1ts chents in the

ordmary course of 1ts busmess practlce As Is typ1ca1 of FTI s practrce when representlng

credltor commrttees FTI has reduced to cost or not charged certam of these out-of—pocket

expenses to the estate in accordance wrth the UST Gurdehnes and the Court Gurdelmes and to
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ensure the reasonableness of FTI’s fee and expense request. A brief explanation of certain costs

incurred and charged to the estate is set forth below:

a)

b)

d)

FTI does not charge its clients for photocopying done in-house; copying done by

third-party services is charged at cost;

v

FTI charges its clients for document retrieval services, computer research and other

specialized searches and services, such as messengers and library retrievals, at cost;

FTI charges its clients for mileage ($0.36 per mile, if sought) and parking costs

incurred by its professionals in connection with services rendered, at cost;

FTI charges its clients.for transportation and travel-related costs iﬁcluding out-
of-town meals, excluding lunches, incurred by its professionals when working

on specific client matters, at cost; and

FTI normally charges its clients for the cost of overtime and weekend méals
and transportation when pressing client matters require the professional to
work past normal office hours; however, in accordance with the UST-
Guidelines and the Court Guidelines, no such charges are included in__tﬁis Sixth

Interim Application. .

V.
COMPENSATION REQUESTED AND RELEVANT LEGAL STANDARD

To grant a request for compensation pursuant to Bankruptcy Code section 330,

the Court must find that such request is reasonable. The reasonableness of a compensation -

request is determined by the “lodestar” method. See In re Yermakov, 718 F.2d 1465, 147_1 (o™

Cir. 1983). Under the lodestar approach, “reasonable” compensation is calculated rby )

multiplying the number of hours reasonably expended by the hourly rate of the professional. In

' re Rheuban, 121 B.R. 368, 383 (Bankr. C.D. Cal. 1990). There is a strong presumption that the
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hlodestar product s reasonable under Bankruptcy Code sectlon 330 See In re Drexel Burnham

Lambert Group, Inc 133BR 13 22 (Bankr. SDNY 1991)

%

The reasonableness of a professxonal S hourly rate 1s based on the cost for.

comparable services charged in the area, in non-bankruptcy matters See Inre Yermakov 718

‘F.2d at 1471, The reasonableness of the hours expénded on a task is'based on whether the

; serv1ces provrded were actual and necessary See In re Nucorp Energy Inc., 764 F.2d 655 658

- ; 17'
- FTDI’s fees are reasonable given the size and complexity of the ba'nkruptcy 'case
and are commensurate w1th the fees that FTI has been awarded in comparable chapter 1 1 cases -

and that accountants and ﬁnanmal advrsors of comparable expenence and expertlse charge ona

regular bams to represent credltor comm1ttees in comparable chapter 11 cases. Accordmgly,

utilizing the lodestar method FTI’s fee and expense request is reasonable and should be allowed

| and paid pursuant to Bankruptcy Code section 330. See Drexel, 133 B.R. at 22.

VL
'CONCLUSION ~ *- -

e

F or the reasons set forth above and pursuant to Bankruptcy Code sections 1330 and

331, Bankruptcy Rule 2016 the Court Guxdelmes the UST Guidelines and the standards adopted

' by courts in awardmg accountants and ﬁnancral advrsors fees and costs, FTI submits that the

fees for services rendered and costs and expenses incurred on behalf of the Committee dunng the .
Sixth Application Period in the total amount of $798,114 are reasonable and should be allowed

on an interim basis and paid in full.

As previously mentioned, FTI purchased all outstanding receivables of the BRS
Practice, including receivables related to PwC’s work as accountants and financial advisors to
the Official Committee of Unsecured Creditors in the Pacific Gas and Electric bankruptcy case.

No agreement or understanding of any kind or nature exists between FTI and any other person or
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~ Application and Exf;ense Reimbursement Procedure; and

entity for the sharing, division, or payment of any portion of the compensation awarded for our

services rendered or expenses incurred in connection with the representation of the Committee in

the bankruptcy case. . , . -
WHEREFORE FTI respectfully requests that this Court enter an order:
1. Approving this Sixth Interim Application in its entirety;

2. Approving an interim award of compensation in the amount of $777,874
for professional services rendered and reimbursement of costs and expenses incurred in the

amount of $20,240, for a total amount of $798,114.

3. Authorizing and directing PG&E to immediately pay to FTI the allowed

amounts, less any such amounts already paid pursuant to the Order Establishing Interim Fee

4. Granting such other and further relief as the Court deems just and proper.

DATED: May 14, 2003 Respectfully submitted.
FTI CONSULTIN GINC

By: Wé//\

Thornas E. _Lumsd@n

Accountants and Financial Advisors to Official Committee
of Unsecured Creditors
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CERTIFICATION

I, Thomas E. Lumsden, am the professional designated by FTI Consult_ing, Inc. to

:'"ensnfe ?compl'iance with the7Unit'edetate§ Bankruptcy Court Northern District of California

' Guidelines for Compensatlon and Expense Reimbiirsement of Professionals and Trustee ("Court

Guidelines' ) I Served as the senior manaomg dlrector for FTI Consultmg Inc. in connectlons

knowledge, 1nforrnat10n and behef, formed aﬁer;e_asonable lnqulry, the compensatlon_ and

“expensé reimbursement sought is in confoﬁnit'y with the. Courf Guidelines ‘except as specifically
" noted in the’ Apphcatxon ‘and (c) the' compensatlon and expense reimbursement requested are

B ”:bllled at rates, in’ accordance w1th practlces o less favorable than those custornanly employed

“by FTI and generally accepted by FTI's clienfs:

“Thomas E. Lumsden
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DECLARATION OF THOMAS E. LUMSDEN

I, Thomas E. Lumsden, declare:

1. I am over eighteen years of age and, if called upon, I cduld and would
testify competently to the matters set forth herein. I am a senior managing director in the
professional.services firm of FTI Cvonsulting, Inc. (“FTT”), successor to
PricewaterhouseCooper’s (“PwC”) BRS Practice, and one of the senior managing directors
responsible for ETI’s services as accountant and financial advisor to the Official Committee of
Unsecured Creditors (“Committee”) in the Pacific Gas and Electric Company (“PG&E”) chapter
11 case. In preparing this declaration, I have relied on my personal knowledge and on ﬁy
review of the billing records and files maintained by FTI in the ordinary course of business and
made by FTI professional staff substantially contemporaneous with that person’s performance of

services or incurrence of costs on behalf of the Committee.

2. This declaration is submitted in sUﬁport of the “Sixth Application of FTI
Consulting Inc. For Allowance and Payment of Compensation And Reimbursement of Expenses
(December 1, 2002 Through March 31, 2003)” (the “Sixth Interim Applicétion;’). Capital_ized
terms not otherwise defined herein shall have the meanings ascribed to them in the Sixth Interim
Application. This Sixth Intet’im Application covers the period from December 1, 2.00;2 through
and including March 31, 2003 (the “Sixth Application Period”). I have read the Sixth Interim
Application and reviewed the exhibits thereto, and each of the facts contained therein'is true and

correct.

3. FTI Consulting’s Time Records Exhibit for the Period December 1, 2002
to March 31, 2003, filed concurrently herewith, attaches true and correct copies of records
maintained by FTI in the ordinary course of FTI’s business operations and reflects entries that

were made substantially contemporaneously with the rendering of the services.

4. Pursuant to the Sixth Interim Application, FTI seeks allowance of
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.compensation covering 1,948.0 hours of professional time devoted to advising the Committee'in

PG&E’s bankruptcy case, resultmg in the accumulauon of $777 874 in fees for professional

servrces rendered and $20 240 for expenses 1ncurred for a total amount of $798 114,

¢ ~+.»5. -.-Ttis FTI’s normal business practice to charge its clients in full for services
rendered and for all actual and necessary costs and expenses incurred in connection with such

services.

= 6.0 ... FTI received no pre-petition retainer in connection with this bankruptcy

case.

7 -~ FTIhas submitted monthly fee notices in accordance with the interim fee
procedures that were established by the Court. . FTI has received payments totaling $520 988 in

connectron w1th the Monthly Cover Sheet Apphcatxons covering the period December 1;2002 to

: March 31 2003 compnsed of $503 505 in fees and $17 483 in expenses ($157,689 in fees and
,_$2 758 1n expenses related to the March 31 2003 Cover Sheet Apphcatlon have not yet been

A paid amountmg to atotal of $160,446) .. ... - 0w 0

8. " No agreement or undérStanding of any kind or nature exists between FTI

and any other person ‘or entity for the sharing, division, or payment of any portion of the_

' compen’satio"n awarded to FTI or the BRS Practice for services rendered or expenses incurred in .

connection’ wrth our representatlon of the ‘Committee in this chaptér 11 proceeding, except as

among the employees and shareholders of FT1.

9. I am one of the designated professionals responsible for overseeingthe

‘billing in this matter and for assuring compliance with the Guidelines of the Office of the ~I'J"nited

States Trustee for the Northern District of California relating to billing (the “Guidelines”)_’f
Based upon my review of the Sixth Interim Application submitted by FTI for the Sixth -
Application Period, I believe that the Sixth Interim Application complies with the Court
Guidelines and the UST Guidelines. ' Lo
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10.  Attached hereto as Exhibit “1” is a summary of the total hours expended,

billing rate, and fees incurred by each FTI professional during the Sixth Application Period.

11.  Attached hereto as Exhibit *2” and “Exhibit 2-1” is a summary dfeach
category of services, setting forth the name of each professional who expended time in that
category and the total hours and amount billed by each professional in that category during the

Sixth Application Period.

12.  Attached hereto as Exhibit “3” are Expense Summary and Expense Detail

reports by individual and itemized total expenses for which reimbursement is sought.

13.  Attached hereto as Exhibit ““4”, is a summary of meetings that more than
two FTI professionals attended with a description of the relative importance of each team

member and the purpose of their involvement at the meetings.

14.  Attached hereto as Exhibit “5”, is a copy of the Declaration of Clara Yang

Strand, executed on, in support of the Sixth Interim Application of FTI Consulting.

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

that the foregoing is true and correct.

Executed this 14" day of May, 2003 at San Francisco, California.

Thomas E. Lumsden
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