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Thomas B. Lumsden

M. Freddie Reiss . : - . . .
Michael Hamilton | . FIL= D

nsulting Inc, - . . .
353 Sacramento Street UL 12 2nu4

San Francisco, CA 94111 :
Telephone: (415) 283-4200
Facsimile; . (415) 283-4266 |

Accountants and Financial Adyisofs for Official A {&_ 27 _5/5 2 5

‘Cqmmxttcc of Unsecured Creditors

. UNITED STATES BANKRUPTCY COURT
NORTHERN DISTRICT OF CALIFORNIA

' co SAN FRANCISCO DIVISION
Inre 7 CaseNo. SF01-30923DM
PACIFIC GAS AND ELECTRIC - * |~ Chaptcrll c
COMPANY, a California corporation, .
NINTH INTERIM AND FINAL :
. APPLICATION OF FTI CONSULTING

Debtor.

.INC. FOR ALLOWANCE AND PAYMENT
OF COMPENSATION AND T

‘REIMBURSEMENT OF EXPENSES
(APRIL 11,2001 THROUGH APRIL 12,

'2004); DECLARATION OF THOMAS E.
LUMSDEN IN SUPPORT THEREOF

Hearing: |

Date: September 14, 2004

Time: 1:30 PM

Place: 235 Pine Street, 22™ Floor
. San Francisco, CA .
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TO THE HONORABLE DENNIS MONTALI, UNITED STATES BANKRUPTCY
JUDGE, THE OFFICE OF THE UNITED STATES TRUSTEE, THE DEBTOR, AND *~
OTHER PARTIES IN INTEREST: .

As previously disclosed to this Court through the Eighth Supplemental Declaration of
Mr. Thomas E., Lumsden and FTI's retention pleadings, on August 30, 2002 (the "Closing
Date™), the Business Recavery Services practice (the "BRS Practice”) of
PncewatcrhouscCoopcrs LLP ("PwC") was transferred to FTI Consulting, Inc. ("Fl'l") This
transfer included the business, receivables and employees comprising the BRS Practice of PwC.,

_Effective upon the Closing Date, Mr. Lumsden, as well as all of the BRS Practice professionals

working on behalf of the Committee in this matter became employees of FT1.

. As disclosed in FTT's retention pleadings filed on September 27, 2002 and approved by
tﬁe Court on October 31, 2002, nunc pro tunc to September 1, 2002, FT, as successor to the
BRS Practice, will be responsible for filing appropriate fee applications regarding previously
unbilled services provided by PricewaterhouseCoopers LLP (“PwC”) prior to the Closing 15310.
Further, FTI is entitled to all payments to be made by the Debtors after the Closing Da!e for any
outstanding receivables related to BRS scrvxces FTI assumcs the responsxbxhty for ﬁlmg a
single, final fee apphcatlon for prc-C!osmg Datc BRS semccs and post-Closmg Date FI'I

services at the conclusxon of these procccdmgs. As such, as outlined above, FT1 respectively

‘submits this Final ?ee‘Ap‘plicéﬁon for services rendered by FI'I for the pcriod from April 11,

2001 thmugh Apnl 12, 2004 to the Ofﬁcxal Commxttcc of Unsccured Credxtors (the

“Committee” ).

N
INTRODUCTION

This is the Final long-form application filed by FTI for approval of compensation and

reimbursement of related expenses for services rcndcrcd on behalf of lhc Committee durmg

" PG&E's chapter 11 case. FTT submits this Fmal Applxcatlon in accordance with Bankruptcy
'Code sections 330 and 331, Rule 2016 of the Fedcral Rules of Bankmptcy Procedure (the
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“Bankruptey Rules”), the Office of the United States Trustee for the Norther District of
California Guidelines (the “UST Guidelines”), and the United States Bankruptey Court Norher
District of California Guidelines for Compensation and Expense Reimbursement of Professionals
and Trustee (“Court Guidelines™). Through this Final Application, FTI seeks an order (i)
allowing interim compensation of $569,657 in fees and $5,317 in expenses for a total of
3574.9?4 for services rendered by FTT on behalf of the Committee during the period December
1, 2003 through and inch;ding April 12,2004 (“Ninth Interim Period™); (ii) approval and
allowance of $7,917,497 in fees and $288,229 in expenses incurred for services rendered by FTI
on behalf of the Committee during the period Aptil 11, 2001 through and including April 12,
2004 and (jii) allowing FTT to be reimbursed for certain fees and expenses that were previously
unbilled and/or reduced per the Court’s Memorandum Decision Regan‘ling Applicaﬁc;ns for
Interim Compensation of Professionals filed December 12, 2001'(“Ux{billcd Fees”) in the amount

.of $144,149. Accordingly, FTI sceks final allowance and payment of a total of .3‘8.349.875 for

services rendered and reimbursement of costs and expenses incurred during the Final Application

Period. : -

Dunng the Ninth Interim Penod FT1 profess:onals spent a total of 1,107.6 hours
rendcnng services to the Commmee in connection with the PG&E bankruptcy case. FT1also
mcurred 35.3!7 in costs and expenses in cnnnecuon with those services, for which FT1is
requestmg rexmbuxsement. To date PG&E has made payments for fees and expenses in the

amount of 58 ,120,285. These: amounts reﬂect the cover sheet and interim fee apphcauons for

Apnl l'l, 2001 through April 12, 2004. The 15% holdback of fees from the December 2003 thru

April 200:1 cover sheet applications of '385.'447 are currently outstanding. The services and costs
for the Final Application Period are described below with details of the Ninth Interim Period in
the exhibits filed concurrently herewith.

Inits employment applicétion FT1 reserved the right to petition the Court with the
consent and support of the Corﬁmiltee, for a success fee. FTI participated in discussions with the

Committee and other Professionals to the Committee concerning the creation of a cash pool in
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which all estate professionals would share in the success of thc' reorg‘anizaﬁoni The Committee
voted to support the concept of a cash poo! for professional success fees in the amount of $10°
Million to be shared equally among fhe ;;rofcssiona]s for Qle Committee, co;{diﬁéncd on, among
other things, that th;: succe'ss fee pool concept would be supported by the Debtor and that the
success fees would not be funded by the ratepayers. _The Debtor refused to support such a
success fee pool for Committee professionals (or an); other professionals) and on that basis, FT1
and Milbank determined that they would not proceed with a request for a success fee so as not‘to
involve the Committee in protracted litigation. However, should the Court determine that .
success fees are appropriate for Committee prbfcésiona)s, FT1 reserves its right to amend its
Final Fee Application té nqﬁ;n‘a share of suc.h‘suu.:c's‘s fee. Some of the reasons for }hc
Committee support for FTI were the following: ’
+ Full payout to creditors with interest.
» Reduced administrative burden of exiting bankruptcy in 3 years.
*  Structure that supports credit worthy status and maintains a stable regulatory
mﬁm@enh
. bcsigncd with Milbank, the Regulatory Asset under the Joint Plan.
. Panicil.aated with Milbank in the mediation process and approval of the Settlement
Agreement by'thc CPUC (including a key meeting with one Commissioner that pushed
.. “the swing votc to 3-2 m favor of the Settlement Agreement).
. Téstimony in support of the Settlement Agreement and the Plan in Bankruptcy Court and
the CPUC. '

SUMMARY OF bEVELOPMENTS IN THE CASE

On April 6, 2001 (the "Petition Date”), Pacific Gas and Electric Company (the
“Debtors™) filed voluntary petitions for reorganization under Chapter 11 of title 11 of the United
States Bankruptcy Code ("Bankruptcy Code”). The Debtors continue to operate their business

and manage their properties as debtors-in-possession pursuant to Sections 1107(a) and 1108 of
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the Bankruptcy Code.

On July 2, 2001 this Court entered an order authorizing, munc pro tunc, employment of
PwC as of April ll 2001, es Accéuntants and Financial Advisors for the Committee, On
October 31, 2002 an order (the "Retentlon Order”) was cntcred to extend this employment to
FTT as successor to !hc PwC BRS Practice, nunc pro tunc to September 1, 2002. chthcr PwC
(BRS) nor FTI reccwed aretainer in thxs casc

The Retentxon Ordcr authonzed the retention of F'I'I to rendcr to the Commmee the

followmg esscntxal scmccs, whxch mclude but are not hmxted to the following:

ltai Assistancc to the Comxﬁiﬂec iz; ihe rcvww of f nanciai related disclosures
a requxred by the Coun, mcludmg the Schcdules of Asscts and Llabllmcs
the Statemcnt of Fmancxal Aﬂ'axrs and Monthly Operating chorts.
T (b) Ass:stance thh a revxew of the chtor s short-tcrm cash managemcnt
practlccs ' ' 7 ' . ‘
(©) - Advu:e and gmdance to the Commmee thh respect to uuhty acoounnng
- and clectnc and gas utxhty opcratmg elemcnts mcludmg elements of rate
' makmg, cost recovcry and thc ﬁnancml 1mpact of rcgulatory decxsxons,
(d) Assxstance and advxce to \he Commmce thh rcspect to the value of the
" " Debtor's opcratmg assets and makc recommendattons rcgardmg the )
hlghest and bcst use, operahon, and ulnmate dxsposmon of such assets;
(ej N Assxstance m thc rcwew of ﬁnancxal mformatlon dxstnhu!cd by the Debtor
. ' to credxtors nnd othcrs mcludmg. but not hrmtcd to. cash flow projections
a;\d budgets. cash recexpts and dxsburscment analysns, analysis of vanous
- 'asset and lxablhty accounts, and anaJysts of proposed transactions for

whnch Court approval is sought;
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(f)  Attendance at meetings and assistance in discussions with the Debtor, .
regulators, State agencies, mortgage holders and other secured ienders in
_ this chapter 11 casc, the U.S. Trustee, other parties in interest aﬁd
professionals hired by the same, as requested;
® Aéisgance in the review and/or preparation of information and :;n'alysis
necessary for the confirmation of a Plan of Reorganization in this chapter
' 11 case; )
(h)  Assistance to the Committee and its counsel in the preparation and .
evaluation of potential litigation; .
© (i)  Assistance in the discharge of the Committee’s duties and functions in this
case, mcludmg. but not limited to, compﬂanon of material requxrcd for
coun testxmony; and o
Gj Rendcr such other gcncral busmess ;:onsultmg or such othcr assistance as
o thq Committee or its counsel may d;cm necessary that are not duphcauvc
of services pfovidgd by other prpfessiohg!s' inthisproceeding, = -

FT1 mcorporates by reference the overview of case actmty prescnted in the Ninth Interim

>and Final Apphcanon of Mllbank Twccd Hadley & McCloy LLP !‘or Allowancc and Payment of

Compcnsatwn and Retmburscment of Expcnscs Two competmg plans were ﬁled in thc case,
subscquently a Jomt Plan was ﬁlcd and 2 Settlemcnt Agrecmcn! was rcachcd s thc rcsult of

Court ordered settlemcm negouatxons The Commission approved the modx!' cd Settlcment

*Agreement which led to the Court's order conﬁxmmg the Settlement Plan of Rcorgamzatxon on

December 22, 2003.

IL
SUMMARY OF FTI'S EXPERIENCE

FTI, as successor to the BRS practice of PwC, has extensive experience in financial

‘|’ reorganizations and bankruptey conéulting services. Our professionals have provided services
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to a wide variety of companies in the eleetric and gds utility industry, and as a result, FTI has
" accumulated a wealth of knowledge conceming the intricacies in these matters. i
In bankruptcy restructurings, the FTI has accumulated over a quarter of a century of
experience serving Debtors, Creditors, and Trustees in bankruptcy matters,
FTI has assisted numerous Debtor and Debtor-In-Possession entities involving, successful
development of reorganization plans, numerous valuariou umjects, sales of assets in Chapter 11,

extensive tax consulting, and other services related to reorganization,

11,
SUMMARY OF SERVICES RENDERED BY FT1

Dunng the Ninth Interim Period, FTI represcnted and advised the Committee with..
respect to a wide range of issues and challenges. Due to the comprehensive nature of the
services rendered by FTI, no attempt is made herein to detail the totality of such services. 'ﬁxc

full scope of the services rendered by FT1 is set forth in detail in the billing reports filed

’ eoncurre'ritli' herewith under captions entitled “Detail Reporting by Task Code Exhibit for the

Period December l,' 2003 to April 12, 2004 " (the “Billing Repons"). However, in order to assist
the Court, the United States Trustee, PGAE and other parties in interest in reviewing this Final
'Applic‘ati‘on,‘ abrief summary of FTT's billing procedures and the services rcndered by FTI during
the Ninth Interim and Final Applxcauon Period wnh regard to each activity code category,

-including certain undertakmgs within each catcgory, is 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 FT1 in providing those

services,

In the ordinary course of its practice, FTI maintains records of time expended by
professionals in rendering services to its clients, Time records are made substantially

contemporancous with the rendition of these professional services and are prepared by the

—
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professionals who have rendered the services. In matters such as this, time records are kept in 6

minute (.1 hour) increments.

This case, which was one of the ten largest bankruptcy cases filed in the United States,
has involved significant interaction with outside agencies, iucluding the Federal Energy
Regulatory Commission (“FERC"), the California Public Uﬁlity Comrnission (*CPUC"), the
California Energy Commission, the Department of Water & Power (“DWR?"), the State
Legislature, the Govemors Office, as well as taxing authorities and other reporting agencies. The
activity in this case has been continuous and intense as the Debtor and Creditors have moved
swiftly to grapple with the innumerable issues of a regulated utxlxty in bankruptcy, and parties
have sought to develop a consensual plan of reorganization structure. During the course of this
case, we have observed unprecedented action by all of the parties noted above to address the
underpinnings of the energy crisis in California. These have included the filing of two competing
plans of r:or'ganiza.tion within one year of the case's commencement, proceedings by the
legislature and the CPUC to address hardship by the QF generators, proceedings by the
Govemor, Legislature and FERC on price caps and refunds for energy, action by the Legislature
and Energy Commission to support development of power plants, proceedings with the CPUC
over the DWR power purchases, long term cuntracts. negotiations and legislative proceedings
involving bailout measures for utilities in California, issues involving the State Treasurers office,
DWR, CPUC and the Governor over bond financing for the DWR power purchases, interplay
among the utilities in California, the CPUC and DWR concerning allocation of the costs of
pdwer and bond financing as it may affect each urility, and agreement between the CPUC and
Southern Califomiu Edison (SCE) on a means to repay SCE's past-due obligations. The issues at
stake have been monumental widx i’G&E's reported debt aud claims exceeding $13 Billion, the
range of revenue at stake for their elecuicity procurernent aeﬁvities varies from $2.8 Billion to
$3.7 Billion 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 clairns én executory

contracts exceeding $1 Billion. During the pendency of this case, we have observed electricity

‘|- prices vary from hundreds of dollars per Megawatt to power prices in the $15-30 range, We have



BN RN N N N RN N e e e ek e et e et s e
0 N Y W A W N = O O 00NNy bW N = O

O 0 ) A s W e

seen natural gas prices vary by a factor of 10x the historic price average. Reported purchases of
power by the DWR have varied from over $100 million per day to under $12 million per day )
during this period. There have been numerous legal challenges to actions of the Debtor, cruc
and the Stats of California in this case, resulting in pending appeals and legal action on these
matters. Numerous appeals of decisions have been made on matters in this case and related

cases, Many of the clafms are subject to scrutiny and legal action at the State and Federal levels.

The Committee organization structure has been unique for this case, with greater time
involvement by Committee members than in most any other case, The personal commitment of
Committee members to actively pamcrpate ona eontmuous basis has matched the activity level

in the case with over 15, 100 ﬁlmgs hsted in the Court docket through Apnl 12, 2004 The

' Committee has pamc\patcd inan \mprecedented number of meetings of the Committee, advisors,

the Debtor and the CPUC. The Commxttee. in order to address the monumental workload and

mynad of tasks at hand created four dxstmct subeommnttees Fmanctal Leglslatxve. Regulatory

“and Plan, FTI assembled sub-teams of professronals to address the issues and work assignments

set forth by the Committee, subcommittees and workmg group In the ¢ourse of FTI's
representation of the Commrttee in thrs matter, it has been necessary and requested that more
than one or two pmfessronals pammpate in meetings and conferehces with the Commxttee
representauves the CPUC or wnth the Debtor This is not normally the case for FTI in such
matters and has been dxctated by the size of the case, the complex nature of the matters being

dxscussed, the speed thh which matters are being ‘addressed in the case, and reqmrement to have

'vanous specralty skrlla represented and pa.ttxexpatmg in certain key drseusswns In many cases,

these have been hxgh~level rneetmgs or key dxscussrons w1th the Debtor representatives or the
CPUC and its advisors who are not able to make themselves available for repetitive follow-up
discussions, In many cases, the partlcrpatlon of mulnple professronals by FTI has been drctated

by the specific specrallzatlons and backgrounds such as those of the following key professionals:

Mlchael Hamrlton is FTI s semor Utxhty Specxahst in Accountmg and Regulatory

Matters He has pamcxpated in each of the Frrm s restructunngs that have involved a utility over
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the past 25 years, He has umque knowledge of the regulatory and business environment facing

utilities, Mr. Hamilton has coordmated the Commnttee work on plan structunng, regulatory

matters. cash flow projectrons and Iegxslatwe matters

Thomas Lumsden is onc of FTI's senior bankruptey specialists, with specialization in
utxlmes and the California Market, havmg participated in development of the infrastructure for
the eIeetnelty deregutat:on in the State, and has operated and bought and sold electrical
generation facilities, Mr, Lumsden coordinated the Committee work on the financial modehng
and analysis of PG&E’s operations and finances, the DWR power purchases and revenue
requirements, the tax issues involving the Plan structure, the retained generation filings with the
CPUC, the analysis of claims by class, analysis ot‘ the CPUC Plan, and development of
altemnative plan struetures; including the Joint Plan and Settlement Plan. Mr. Lumsden tesﬁﬁed in
suppon of the Settlement Agreement before the CPUC and confirmation hearings for the Jomt

Plan and Settlement Plan.

M Freddie Retss is a senior bankruptcy speexahst f'or FTI with expertlse in servxng
Commrttees and deahng with mtercredxtor matters, He has coordinated the Flrrn s negotxahons in
the areas of employee retention issues, employment of Debtor prot'essxonals, ordmary course
motions, committee governance, inter-creditor matters, and plan negotlations wuh the Debtor

and with the CPUC.

Rocky Ho is now a Senior Managing Director for FTT and has been'responsihle f.'or
coordinating staff asslgnments and projects for the FTT team, review of work product, qualxty
control, and active participation in the development of the Settlement Agreement/Plan of
Reorganization, and has specialized in review and coordination of all Committee response to.
Debtor motions and filings, litigation matters, Committe consent on capital expendimres and
claims disputes and settlements, Mr, Ho was responsible for maintaining Committes contacts
with the CPUC staff and financial advisors, -

Allison Young is a Director for FTI and has specialized in the financial modeling, the

10
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statewide grid modeling, the cash flow analysis, the assessment of Debtor projections, the
assessment of the CPUC’s projections, alternative plan structures and feasibility, tax analysis of

both plan proposals, and analysis of creditor claims by class.

Jennifer Kitchin was a Director for FTI and during her tenure with FTI she specialized in

the Rating Agency analysis of PG&E, the DWR power purchases and contract data.

Maryam Ghazi is a Director for FTI and has specialized in the analysis of the Settlement
Agreement and assisted in the preparation of Thomas E. Lumsden’s testimony in support of the
Settlement Agreement presented to the Court and the CPUC,

" Margery Neis was a Utilities specialist in the BRS Practice and during her tenure with
FTI coordinated the review and monitoring of all matters with the CPUC, the DWR power-

purchases and contract database and QF contracts,

An analysis of meetings with multiple FTI professionals in attendance and an explanation of the
role and purpose of each professionals® participation are presented in Exhibit 4 to this .

Application.

B.  Summary of Exhibits Regarding Services Rendered By FTL.
FTT has attached the following exhibits as support to its Application:

..., L. Attached to the Declaration of Thomas E. Lumsden (“Lumsden Declaration”) is
Exhibit 1 - A summary schedule showing the professionals who performed the services, the
number of hours spent, and the total fees for such services;

-, 2 Exhibit 2, Exhibit 2-1, Exhibit 2-2 and Exhibit 2-3 - 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, including {mviously unbilled and/or interim Court-ordered
reductions. The itemized record includes: (1) the date each service was rendered, (2) the
profcssiénal(s) who performed the service, (3) 2 description of the services rendered, and (4) the

time spent performing the service in increments of tenths of an hour for the Final Interim

11

W 00 2 & WU B W N e

[ I S R N T N N S N S T S T . e
W.\)O\MANN—O\DWQO\U‘hNN'—'O

Application;

3. Exhibit 3 - Expense Detail reports by individual and itemized total expenses fo;‘
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. FTT has not requested reimbursement for certain out-of-pocket expenses
when it would not be feasible to assemble the billing details for reimbursement under the
Guidelines. These unbilled out-of-pocket expenses typically include telephone charges for calls
placed in its offices, postage costs including Federal Express charges, photocopying and
facsimile charges incurred at the Applicant's offices in connection with these cases. These
unbilled out-of-pocket expenses are real costs that have been incurred by FT1 and have benefited
the Estate; and

4,  Exhibit 4 - Summary of Mectings when more than two FTI professionals
attended. The summary highlights the relative importance of each team member and the purpose

of their involvement at the meetings.

-NARRATIVE SUMMARY OF SERVICES PROVIDED BY FTIL.

FTI has submitted detailed listings of time incurred by professional by task for the
monthly Cover Sheet Applications to the Debtor, Committee, the United States Trustee and the
Court for the period covered by this Final Application. FTI has reclassified some of the detailed
time into categories that more appropriately reflect the work performed. Reclassification was

made to harmonize the categorization among professionals.

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

FTI did not incur any hours in this category during the Ninth Interim Period.
During the overall case, FTI professionals spent a total of 1,027.9 hours rendering services in this

category, for which FTI seeks compensation of $356,311. A summary of the FTI professionals

- who rendered services in this category and the corresponding amount of fees requested is

12
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included in Exhibit “2." The Billing Record for this category, which sets forth a detailed

description of the services rendered are filed concurrently herewith,
Services rendered by FTI professionals in this category included:

a) FTI prepared top level valuations of the Debtor’s assets and business segments
to asccnam solvency of Debtor and ability of the assets to provide assct value

covmge for the proposed debt issued under the plan of reorgamzatlon

b) FTIperformed a joint review with Saybrook Capital of the Debtor’s improved
and unimproved real property asset base to determine values and potential sale

or finance opportunities.

c) FTI reviewed and analyzcd the Debtor s schedu!e of assets expected to be sold
" in the Plan of Reorgamzanon.

d) F11 dctcrmined !he value of the fands donated by PG&E in the Settlement
_ Agreement andr assessed the tax impact on the Settlement POR.

" “This work was performed to enable thé Committes to assess the accuracy of the
values presented by PG&E as shareholder contributions, assess the solvency of the Debtor, ‘
assess proposed property sales to fund the plan of reorganization, and to assess the ability.of the
Deb.tor's assets, at market value, to provide adequate coverage for the proposed debt to be issued
under the plan of reorganization. The valuation of the Debtors business segments involved
analysis of each component of the Debtors operations, adjusting for the different cost structure,
resources, market pricing and regulatory environment in California, This information as§isted the
Committee in evaluating the debt capacity and creditworthiness of each of the proposed new
entities in the Plan of Reorganization. In the process of developing the comparable company
data which is referenced in valuations, FT1I also utilized the information to assess the viaiaility of

the Debtors financial projections for plan purposes,
2, Bankruptey Court Approval of Scttleme;it Agreement (Category 02)

13
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FT1 did not incur any hours in thﬁs category during the Ninth Interim Period.
During the overall cﬁse, FI'I professionals spent a total of 72,2 hours rendering servicesin this- )
category, for which FT1 seeks compensation of $40,613. A summary of the FT1 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 concurrently herewith,
Services rendered by FTI professionals in this category included:
a) FTI attended Confirmation Hearings

b) FTIreviewed and analyzed various testimonies and supporting depositions

presented at the confirmation hearings.
¢) FTIreviewed and analyzed trial briefs presented at the confirmation hearirigs.

- FTIworked closely with the CPUC, its consultants and PG&E to articulate the

benefits of the Settlement Agreement to all involved parties., FI'I‘s fi ndmgs were esscnual m

obtaining OCC support of the modifications proposed for the Settlement Agrccmcnt N

3. . Bnnkmptcy Reportlng/Qpcrations (Category 03).
bun'ng the Ninth Interim Period, FTI f.»rofcssionals si:c'nt a ti;tal 61‘ 202 8 hours
rendering services in this category, for which FTI seeks compcnsauon of 3107 819 Dunng the
overall case, FTI professionals spent a total of 1,221.7 hours rendering scmces in thxs catcgory.
for which FTI seeks compensation of 8431,818. A summary of the FT1 profcssnonals who,
rendered services in this category and the corresponding amount of fees requested is includ‘ed in
Exhibit “2,” The Billing Report for this category, which sets forth a detailed descnptxon of the

services rendered is filed concurrently herewith,
Saviccs rendered by FTI professionals in this category included: .
8) FTIreviewed and analyzed various motions and pleadings of the case, and

14
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provided comment to the committee on the financial impact of these items.

-

b) FTIreviewed and summarized the Debtor's updated Statement of Financial
Affairs and Schedule of Assets and Liabilities.

¢) FTIparticipated in the Section 341 meeting.

d) FTlIreviewed the Debtor's Operating Reports submitted to the United States
Trustee to assess financial performance, compliance with orders on capital

expenditure, and track other Debtor activities.

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 expcndimres,. asset sales,
and claim settlements, Power Exchange, lease extensions, POR transition costs, procumncx;t
plans, as well as document discovery requests. In many cases, t-hc time associated with those
motions was posted to a distinet task code, but in other mc;re generic cases, the time was posted
to the Bankruptcy Reporting task. Time charged to this task code also involved updating FTI's
review of the Debtors Schedules of Assets and Liabilities and the Statement of Financial Affairs.
These documents comprised over 30,000 pages of data and required extensive time to review and
compile. This information, which primarily summarized the real assets and creditor claims of
PG&E, was utilized in several aspects of our work including the valuation of real assets and in
assessment of solvency and claim categorization. FTI correlated the claim information provided

in the Schedules with reported data for key categories of élaimants,
4. Cash Flow Analysis (Category 04).

During the Ninth Interim Period, FTI professionals spent a total of 94,0 hours
rendering services in this category, for which FTI seeks compensation of $46,118, During
overall case, FTI professionals spent a total of 766.8 hours rendering services in this category,

for which FT1 seeks compensation of $313,074. A summary of the FTI professionals who
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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 concurrently herewith,

Services rendered by FTI professionals in this category included:

a) FTI conducted interviews with members of management and their advisors to
understand the structure and underlying assumptions of financial projections.
Specific analyses focused on revenue, balance sheet, cash flow projections,
working capital needs, capital expenditure plans, and EBITDA margins. This
analysis was necessary in to assess long-term viability and potential recovery to
the unsecured creditors.

b) FTI compared the historical cash flows to the cash flow projections for previous
periods to ascertain the reasons for variations from budget and to aid in

determining the accuracy of future cash flow projections.

¢) FTIanalyzed the capital expenditure budget for each business segment and its

impact on the debtors’ cash flow projections.

d) FTI analyzed the Debtors' cash flow forecasts to develop an understanding of
the Debtor’s liquidity position and its ability to generate sufficient cash to fund

the proposed Plans of Reorganization.

The process was critical to understanding the financial projections, both cash based and
operating, to evaluate the liquidity of the debtor, and its parent, to assess the Committee position
with respect to motions related to ordinary course exper;diturcs, capital expenditures, payments
to DWR, payments to ISO, payments of Mortgage bonds due, the relationship and sensitivity of
the cash flows to changes in natural gas fuel prices, and the Debtor’s ability to generate sufficient

cash flows to fund the Settlement Agreement or any proposed Plan of Reorganization.

s, Claims Analysis (Category 05).

During the Ninth Interim Period, FTI professionals spent a total of 113.2 hours
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rendering services in this category, for which FTI secks compensation of $58,728. During the
overall case, FT1 professionials spent a total of 1,162.2 hours rendering services in this catcgor;',
for which FT1 seeks compensation of $495,342. - A summary of the FTI profcssionais who
rendered services in this category and the corresponding amount of fees requested is includod in
Exhibit “2,” The Blllmg Report for this category, which sets forth a detailed dcscnpnon of the

services rendered is filed concurrently hcrethh
Servicc§ rendcred by FT1 professionals in this category included:

a) FTI coordxnatcd wnh the Debtor to summarize and reconcile those claims filed
agamst the company to validate the value of potential allowed claims that the
Estate is rcsponsible for,

N

b) F'I'l revxewed the sctﬂcmcnt bctwcen Enron and Southemn California Edison to
} dctmmne lf thls could be a possxble templatc for the settlcmcnt of Enron s
 claim thh the Debtor.

- ¢) FTIreviewed and analyzed numeérous claims stipulatioris,

- coe 5
LR . e et

d) FTI reviewed the support for and documentation of the NCPA and City of Palo
Alto claims against the debtor to evaluate the potential amount of this litigation
claim, ’

¢) FTlreviewed the data on application of any generator and pass through claims,
and evaluated the FERC ordered refunds to reduce the allowed claims in the

case.

f) - FTIreviewed the Sempra settlement agreement to assist the Committee in

dctmmnmg whether to suppon ot reject Debtor's proposed settlement

g) FTIreviewed the settlement agreements with the PC bondholders to enhanco the
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committce’s understanding of the terms of the agreement and to assist in further

negotiations with the Debor. o ’

- This work product involved the review of claims filed by creditors totaling in
excess of $44 Billion; reconciling these amounts to those reported by the'chtor, and to
information supplied by institutional creditors and in public filings; and evaluaiing those claims
which are subject to estimation or adjustment through the ISO or PX, and those subject to CPUC
review. Work in this area resulted in validation on oehalf of‘ the Committee of a large segment
of the claims in this ca§o nnd ovalnaﬁon of key claims inclufiing‘those for Financial Creditors,
QF’s, Sempra, Enron, ISO/Generators, cities, counties and other claimants where settlements
have been proposed or discussed. FTI coordinated with the Debtor to summarize and reconcile
those claims filed against the company to validate the value of poténtial allowed claims that the

1

Estate is responsible for,
6. Coordlnating with Debtor (Category 06).
_ FT1 did not incur any hours in this category during the Ninth Intenm Pcnod

During the ovctall ca.se, FTI profcssxonals spent a total of 157, 0 hours rehdefing s services m ﬁus
category, for whxch FT1 seeks compcnsauon of $74 329, A summary of thé FTT profcssxonals

-who rendered services in this category and the corresponding amount of fees requested i 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) FTIspent time coordinating meetings or the exchange of information with the
debtor or its advisors. The time spent drafting data requests and preparing for
_ . these meetings are recorded in this task category, Attendance in meetings with

the Debtor is recorded in the relevant task code.

This effort resulted in a coordinated and smooth flow of information from the

[
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"Debtor to the Committe¢ and enabled the Committee to respond to requests of the Debtor and the
Court on a timely basis. FTI also shared much of its analysis of various aspects of the chtors'
operations, including load and resource assessments, Plan financial projections, regulatory
issues, and DWR contract and revenue requirement estimations with Debtors, its advisors, and
the CPUC in support of the Settlement Agreement. This collaborative efforf enhanced the

efficiency of exchange of information and advanced activities in the progress of the case.
T CPUC Approval of Settlement Agreement (Category 07).

During the Ninth Interim Period, FTI professionals spent a total of 191.5 hours
rendering services in this category, for which FTT seeks compensation of $104,659. During the
overall case, FTI professionals spent a total of 643.4 hours rendering services in this category,
for which FTT secks compensation of $338,082. A summary of the FT1I 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 foﬁh a detailed description of the

services rendered is filed concurrently herewith.
Services rendered by FT1 professionals in this category included:

2) FTImonitored the process for CPUC approval of the Settlement Agreement and
analyzed testimony filed by interveners for the related CPUC hearings.

b) FTIreviewed and analyzed the OCC and PG&E trial briefs,
¢) FTIattended CPUC hearings on the Settlement Agreement.
d) FTIprepared Thomas E. Lumsden’s rebuttal testimony.

e) FTI analyzed the Settlement Agreement and prepared a presentation for the
OCC detailing the key terms and conditions of the Settlement Agreement.

f) FTIworked with UBS in the preparation of models to calculate the financial
metrics achieved thru the Settlement Agreement.

19

O 00 NN A U A WON e

RN N RN RN N D RN R e e e s e et et et ek s
O ~3 v Y W N = O O 00 N Y R W N e O

FTT's work was critical to the assessment of the reasonableness of the interveners’
testimonies, and their potential impact on the Settlement Agreement and Plan of Reorganizatic;r;.
FTI worked closely with the CPUC, its consultants and PG&E to articulate the benefits of the
agreement to all involved parties and determine the impact of proposed modifications to the
Settlement Agreement. FTI's findings were essential in obtaining OCC support of the
modifications proposed for the Settlement Agreement and were relied on by the CPUC and

PG&E to validate their independent review of such modifications.
8. CPUC Plan of Reorganization (Category 08).

FTI did not incur any hours in this categorg./ during the Ninth Interim Period.
During the overall case FTI professionals spent a total of 462.9 hours rendering services in this
category, for which FT1 secks compensation of $214,329, The CPUC Plan of Reorganization
was filed May 17, 2002, as an alternative to the Plan filed by the Debtor. A summary of the FT1
professionals who rendered services in this catcgdry and the 'cénesponding 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 FT1 professionals in this category included:

2) FTIreviewed and analyzed the CPUC’s alternative plan projections and
provided feedback to the CPUC on the reasonableness of the Plan projections,

including the proposed capital structure and creditor recovery analysis.

b) FTI prepared an in-depth analysis of the CPUC’s initial Plan term sheet and
provided feedback on shortfalls in the initial plan terms,

c) FTI assisted Milbank in preparing an objection to the term sheet by

summarizing the deficiencies of the CPUC's Plan.

d) FTI prepared an in-depth analysis for the Committee of the CPUC’s Plan and
Disclosure Statemnent and how it compared to the PG&E Plan.
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€) FTIenalyzed the projected financial ratios from the CPUC’s altemnate plan and
- compared to S&P benchmark ratios for utility investment grade companies.

f) FTIparticipated in mediation hearings between the CPUC, the Debtor and the
professionals for the'Unsecured Creditors Committee to determine if a .

consensual Plan of Reorganization could be developed,

The work in this area enabled the Creditors Committee to quickly respond to the
CPUC’s term sheet, to provide meaningful feedback to the CPUC on deficiencies in its pian. and
to recommend alterations that enabled the Commission to readily prepare an amended plim that
could provide for the ;iaymcnt in i'ull of all valid claims, FTT also provided valuable input into
the mediation process by preparing models of consensual plans that incorporated aspects ot‘ both
the Debtor s and the CPUC’: proposed plans This analysis pmvxded a framework for a!tcmative

plan structum durmg the mediation process L .

.

9 CPUC Review (Category 09). "

I YDiirixig the Nintli Intsrixln P?riod, FTI profcssionals spent a total of 102.§ hoi_lrs
rendering services in this catcgriiy. for which FTI seeks csmpcnsation of $50,135. During ihc
overall case, FTI professionals spent a total of 1,592.7 hours rendering services in this dstééory,
for which FT1 seeks compensation of $631,369. The ¢category of CPUC Review capturss the
time incurrcd with the review and fi nancial analysis of a myn‘ad of regulatory filings and
proccedmgs that have an aﬂ'ect on PG&E‘s t' nances and regulatory recoveries. A summary of

the FTI pmfcssionals who rcndcrcd semces in this ca&egory and the corrcspondmg amount of

vfccs requcstcd is mcludcd in Exhibxt “2 Thc Billing chorl for th:s category, which sets forth a

dctm!cd dcscnptlon of lhc services rtndcred is ﬁied concurrcntly herewith.
Scmccs rendered by FTI professionals in this catcgory included:

a) .FTlreviewed the Dedtor's, SCE’s, SDG&E's, DWR’s and TURN's CPUC

filings to determine the potential financial impact on the Debtor's estate.
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- b) ‘FTI reviewed and monitored CPUC pmcccdiiigs to determine the potential

financial impact the proceedings could have on the Debtor,

¢) FTIreviewed the TRA-TCBA and GMA account statements (regulatory

balancing accounts) to determine cori-c!atioh with ﬁbwer' pmi:css of PG&E.

d) FTI rewcwcd ﬁhngs and procccdmgs related to the DWR refund proceedings

and its potcntxal lmpact on PG&E's forecasted cash balance.

¢) FTIanalyzed the merits and rationale of each California utilities’ URG filing.
This analysis was used to develop a projected revenue requirement for the

- Debtor.

f) FTIanalyzed the merits and rationale of the CPUC’s settlement agreement

with SCE, and whether a similar agreement would be beneficial or feasible for

the Dcﬁtor.

g) FTIreviewed and analyzed materials for GRC hearings and their assessed

v

impact on the Plans of Reorgamzatxons for the chtor

h) FTI preparcd the Dcclaration of Thomas E, Lumsdcn regarding the DWR -
febate impact on the Company‘s cash flow and POR.

i) FTlreviewed sections of the Public Utility Commnssxon code and regulauons

to assess Jomt Plan comphance with and PG&E ob)ectxons to the Jom! Plan

- The work in this area was critical to the determination of future cash flow and
funding of the Debtor to complctc a plan of reorganization, As an integrated utility, the Debtor is
rcgulated by thc CPUC for all aspects of its owned genmhon (nuclcar and hydro assets), intra-
state gas transmxssxon and stomg_e facilities, gas and electric prqcumncm, and distribution of

electricity and gas to its wholesale and retail customers through its network of pipes and wires

throughout Northern California, The CPUC and PG&E have made filings and conducted
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hearings on such regulatory topics as utility retained generation rate setting, general rate case,
DWR revenue requirement, net short procurement, attrition, and matters involving transition .
period accounting during deregulation. PG&E had been actively engaged with the CPUC during
this period with the setting of the revenue requirements for its nuclear and hydro generation
assets and with the revenue requirement for the DWR power purchases and bond financing. FTI
monitored the CPUC hearings, testimonies and developments closely, and prepared minutes of
key hearings and modeled the range of outcomes for the Committee. FTI 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 compared with the Plan proposed by the
CPUC for PG&E. FTI also researched elements of the CPUC regulation to assess compliance of

the Plan of Reorganization,
10. CPUC/OCC Joint Plan of Reorganization (Category 10).

FTI did not incur any hours in this category during the Ninth Interim Period. During the
overall c;sc. FTI professionals spent a total of 562.6 hours rendering services in this category,
for which FTI seeks compensation of $286,112. Time captured in this category represents the
development, filing and confirmation hearings for the joint Plan of Reorganization between the
OCC and the CPUC, A summary of the FTI pmfessiénals who rendered services in this category
and the cotresponding 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 in this category included:

a) FTIreviewed and analyzed the alternatives to the Joint Plan projections 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 Plan and derivations
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of that plan structure and compared S&P benchmark ratios for utility investment

grade companies.

c) FTIanalyzed the modified Joint Plan pmjmﬁons prepared by UBS and provided
advice and comments to UBS and the Committee on the modified Joint Plan

projections,

d) FTI participated in meetings with credit rating agencies, including Fitch,
Moody’s, and S&P, to present the financial aspects of the CPUC/OCC Plan of
Reorganization in support of investment grade ratings for proposed debt under
the CPUC/OCC Plan.

¢) FTI advised attorneys for the CPUC and the OCC in confirmation hean’nés. for
the CPUC/OCC Plan, including preparing financial analyses in support of the
CPUC/OCC plan and in defense of PG&E objections to the CPUC/OCC Plan.
And in support of UBS in its testimony and delivery of the UBS Highly
Confidential letter on financing of the Joint Plan,

f) Tom Lumsden of FTI provided testimony in the confirmation hearings for the
CPUC/OCC Plan.

‘The work in this area enabled the Creditors Committee to provide meaningful
feedback to the CPUC on modifications to the Joint Plan to improve plan feasibility, to assist
UBS in developing modifications to the Joint Plan projections, and assessing indications for
ratings for modified Joint Plan Securities. This work also enabled the CPUC to address
objections to the plan filed by the Debtor and helped the CPUC/OCC plan receive preliminary

investment grade ratings from the agencies.
11.  Debtor Plan of Reorganization/Negotiations (Category 11).

During the Ninth Interim Period, FTI professionals spent a total of 0.6 hours
rendering services in this category, for which FT1 seeks compensation of $177. During the
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overall case FT1 professionals spent a total of 1,540.5 hours rendering services in this}category,
for which FTI seeks compensation of $740,720. A summary of the FTI profcssiona]s‘who }
rendered scrviccs{ in trgis category and the corresponding amount of fees requested is included in
é;hibit “2." The Billing chort‘for this category, which sets forth a detailed description of the

services rendered is fifed concurrently herewith.
Services rendered by FTI professionals listed in this category included:

a) FTI pcrsonncl prepared for and paxncxpatod in numerous meetings thh
Committee members, Commmee Advxsors, the Debtor, and the chtor s
advisors to obtain backgmund information and support of the chtor s

proposed plan of reorgamuhon. ‘

b) FI’I assisted thg Com'minee in negotiations with the Debtor surrounding its

: pmposed plari of rcorganization. '

c) FI‘I revnewed and analyzcd vanous ﬁlmgs made by the debtor in support of its
Plan of Reorgamzat:on for the Plan s conﬁrmatxon hcanngs FTI further
partxcxpated in various dcposmons of key financial persormel of the chtor to
obtain a better understanding of the changes to the Debtor’s financial

" projections. ¢
N 'd) FTI analyzed and summarized amended financial aspects of the Debtor’s Plan
of Reorganization and presented our analysis to the Committee, o

¢) ' FTI reviewed the amended Disclosure Statement; and Plan documents to _
insure consistency between the details in these documents and the revised
supporting plan projections,

Despxte the stzc and scale ot‘ tlus bankruptey proceeding, the Committee and

Debtor adopted a schedule to dcvelop a range of plan alternatives and quickly move to

xmplemcnt the opnmal plan of rcorgamzatlon for stakeholders. Thxs mvolved fast-track efforts
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that have mcorpomtcd all elcments of the work that FTI petformed on behalfofthe Commmcc,
enablmg a continuous engagemcnt and review of underlying dctaxl of all plan alternatives. The
Committee contmucd to rnomtor the Debtor's financial performance and changes to Debtor’s

plan of reorganization, until this plan was supplemented with the Settlement Agreement.
12.  DWR Contracts Analysis (Category 12).

. During the Ninth Interim Period, FTI pmfessioﬁals spenta totai of 1.3 hours
r?ndering services in this category, for which FTI seeks compensation of $715. 'Dﬁﬁng the
overall case, FTI pmfessionals spent a total of 1,290.1 hours rendering services in this category,
for which FTI secks compensation of $467,070." A summary of the FTT professionals who
rendered services in this c.atcg'o‘ry and the corrésponding amount of fees requested is in%:ludcd in
Exhibit“2.” The Billing Report for this category, which sets forth a detailed descn'pfion of the

services rendered is filed concurrently herewith.
. Services rendered by Ffl professionals in this category included: .

i

.. 8) FTIanalyzed and summarized the terms of the DWR power purchase éontracts.
and April to June 2001 short-term energy purchases. This involved analysis of .

- each long term contract which DWR éntered into, develop&xefxf of a database
for this contract information, and coordination of 'I.his information w:\h PG&E
. to facilitate the evaluation of the underlying data which was being l;tilized by
DWR to establish the revenue requirement for each utility in California.

b) FTIcalculated the potential range of future payments that will be required to be
remitted to the DWR by the Debtor to pay for its purchased power, '

administrative costs, long-term contracts and debt service requircmcnts'.

¢) FTI evaluated how the revised DWR revenue requirement would impact the
projected financial statements of the Debtor, CPUC and Joint Plans and the
Settlement Agreement, T e o
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d) FTIreviewed updates to the DWR Revenue Requirement and the underlying
Navigant model and settlements amending the underlying contracts,

Approximately 40% of the electricity that PG&E supplies to its customers was

provided by the DWR through spot and contract purchases under the program initiated by ABx1.

This program by DWR provided the power to meet the net short load component of each utility
in California since February 2001. DWR entered into long term power purchase contracts
amounting to over $40 billon in financial commitments. FTI developed a database of these
contracts to determine PG&E commitments. FTI monitored the power purchases supplied by
DWR to PG&E, estimated the costs of that power, as well as future costs associated with
contractual commitments and spot purchases to meet PG&E's net short position, and developed
estimates of those future costs. This information was compared with financial data supplié;i by
consultants to the DWR and was also shared with PG&E to assist in efforts to influence the
structure of the allocation of those costs among the utilities in California. FTI continued its
review of the contracts that had beén completed by the DWR and updated our database model of
those contracts for newly obtained contracts and renegotiated contracts to enable the Committee
and PG&E to estimate the volume and cost of that power and its potential allocation to PG&E.
These future power costs were integrated with the DWR proposed bond finance program to
estimate the cash flow impact to PG&E. The impact of the cost of DWR power and finance
charges was substantial to any proposed plan, amounting to estimated amounts of $2.2 billion to
$3 billioni per year for PG&E.

13.  Employee Issues/Benefit/Retention (Category 13).

FT1 did not incur any hours in this category during the Ninth Interim Period.
During the overall case, FTI professionals spent a total of 13.7 hours rendering services in this
category, for. which FT1 seeks compensation of $6,073. A summary of the FT1 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 concurrently herewith,
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Services rendered by FTI professionals in this category included:
a) FTIreviewed and analyzed the proposed bonus retention plan of the Debtor,

b) FTI summarized the retention plan and prepared a recommended course of
action for the Committee to take on the Debtor’s mation for approval of its

bonus retention plan.

¢) FTI profeésionals attended court hearings to monitor the Debtor's motion for a

management retention plan.

As with many large bankruptey filings, the issue of impact on management and key
employees was a critical concem for the Committee. Working with the Debtor, FTI reviewed the
framework for a retention plan and developed incentives to retain and empower key embloyecs
to achieve a plan of reorganization as quickly as possible. FTI reviewed the compensation and
incentive structure of existing and proposed employee benefit plans as part of this analysis for

the Committee,
14,  Exccutory Contracts Analysis (Category 14).

FTI did not incur any hours in this category during the Ninth Interim Period.
During the overall case, FTI professionals spent a total of 567.8 hours rendering services in this
category, for which FTI seeks compensation of $239,335. A stxi'fnmary 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 are filed concurrently herewith.
Services rendered by FTI in this category included:

a) FTI analyzed various settfement scenarios for executdry contracts to determine

the impact on the Debtor’s projected cash position and cash flows.

b) FTI performed in-depth financial analysis of various issues related to
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proceedings brought by numerous Qualified Facility (“QF"") creditors to compel
PG&E to assume or reject the power purchase agreements between PG&E and
the QFs. - '

"¢) FTIanalyzed QF hardshi;; ciaims, participated in negotiations with the Debtor
and QFs, and presented its findings on the matter to the Court.

d) FTIrcviewed and analyzed proposed stipulation between the debtor and the

Power Exchange to assume power contracts subject to certain lxmxtatxons

This work involved rcvxew ot‘ proposed QF and other various settlement -
agrccmems pncmg forecasts, produchon volumes. companson to historic levels, asscssmcnt of
the potential for retum to full productmn, evaluauon of the altematxvc cost of rcplacemcnt
power, assessment of fi nancxal hards}up land impairments to ach:cvmg full production by several
QFs, and negotiations with the bebtor oo structures for assumption and modification of these
executory contracts The morc than 300 QF genmtors supply approxxmatcly 173 of the power
PG&E delivers to its customers, and the assoc:ated pre-pchuon clmms approxunatod $1 Billion,
FTI's work in this area he1ped the Commmce to undcrstand the ﬁnanclal consequences of the
proposcd settlements and whcthcr to suppon or teJ ect thc Debtor's proposed settlement
agrccmcnts Thxs work was also mstrumemal to the Court and QFs in developing a payment
program for QFs facing f nancial hardshxp, and in negotxatmg modifications to the contracts

‘which reduced the price risk to PG&E and retained the benefit of these QF contracts for }’G&E‘s

customers,
15.  Extra-net Web Site Development and Maintenance (Category 15).

ﬁ'f dfd not‘incur any hoors in !l;is ca£e§o;youﬁng 'thc Ninth Interim Period.
During the overall case, FTI professionals spent a total of 224.6 hours rendering services in this
category, for which FTI secks compensation of 364.84§. A summary of the FT1 professionals
who rendered services in this category and the corresponding amount of fees requested is -

included in Exhlblt “2.” The Billing Report for this category, which sct forth a detaﬂcd
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description of the services rendered are filed concurrently herewith.
Services rendered by FT1 in this category included:

a) FII max‘ptaincd an thyonet site for use by the Committce to allow for t%:e casier
tnnﬁcr of information during the initial year of the case. The web-site includes
postings of relevant documents, incloding counsel and financial advisor prepared
documents, calendar of major case events, a contact database.:, glossary of key

industry terms, and links to relevant external websites.

- This effort provided the 11 members of the Committee and their counsel and
advisors with an efficient central repository of financial and légal data, links to key intemnet sites,
and a central communication channel for Committee activities. This served to be an cffccfi\;e

PREFIRY

communication tool in educating the Committee members during the first year of the ca'se about

" the California Energy Mar’keL FTI wrote-off $27,150 in extranet programming expcnscs lhat

were incurred in the First Interim Fee Application Period, but for whxch FT1did not recewc a bill
unhl Septembcr 2001.

16. . Fee Appllcation (Category 16).

During the N'mth Intenm Period, FTI professionals spent a total of 74.5 hours
rendering services in this category, for whxch FTI secks compensation of $25,052. During | the
overall case, FTI prol'esnom!s spent a total of 1,036.6 hours rendering services in this catcgory,
for which FTI secks compensation of $237,087. A summary of the FT1 professionals who .
rendered services in this category and the corrcéponding amount of fees requested is inclixdoo in -
Exhibit “2 * The Billing Report for this category, which sets forth a detailed description of the

services rcndcrod are filed concurrently herewith.
Services rendered by FTI professionals in this category included: -

) Time spent preparing FTT's eight Interim Fee Applications and the thiny-oight
monthly Cover Sheet Applications for Allowance and Payment of Interim - .
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Compensation and Reimbursement of Expenses in accordance with the
requirements established by the United States Banlquptcy Code, the Court and :hc
U.S. Trustee. Time expended preparing this Final Application will be billed
directly to PG&E in accordance with the Court’s post confirmation guidelines for

ﬁmfcssional fee reimbursements.
17.  FERC Review (Category 17).

During the Ninth Interim Period, FTI professionals spent a total of 2.6 hours
rendering services in this category, for which FTI seeks compensation of $949. During the
overall case, FTI professionals spent a total of 328.0 hours rendering services in this category,
for which FT1 secks compensation of $139,365. 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 description of the

services rendered is filed concurrently herewith.
Services rendered by FTI professionals in this category included:

a) FTImonitored FERC proceedings to determine the potential financial impact of
regulatory proceedings on the Debtor’s Estate, including possible changes in
rates, generator refunds, scttlement of the California PX/Generator claims, and
progress on the Debtor’s filings requesting FERC approval for various aspects

of its Plan of Reorganization.

b) FTIreported findings and financial analysis on FERC procecdings to the

Committee.

This analysis and monitoring, in concert with regulatory counsel for the
Committee, was critical to assessment of potential refunds on claims that may be awarded to
PG&E, reducing the pre-petition obligations, and analyzing the potential claim PG&E will have

from the settlement of generator claims against the now defunct Califomnia Power Exchange. FTI
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also advised the Committee with respect 10 the impact of FERC market price caps and the impact
of the retroactive application of those caps to the PX, ISO and DWR purchases as they may
affect the Debtor. FTI also monitored the FERC approvals of PG&E’s plan of reorganization.

18.  Financial Grid Load Modeling (Category 18).

FTI did not incur any hours in this category during the Ninth Interim Period.
During the overall case, FTI professionals spent a total of 698.3 hours rendering services in this
category, for which FTI seeks compensation of $236,067, 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

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

a) FTI developed a model to simulate the load grid balance of electrical power
across the state to assess the feasibility of a state-wide restructuring plan,
including the anticipated financing needs of the State, anticipated net short
requirements, and projected future prices of gas and electricity for PG&E and
for other utilities served by DWR.

b) FTIupdated its model to simulate the load grid balance of electrical power
across the state with updated forecasts of load, demand and energy costs.

¢) FTIthen analyzed the allocation of DWR costs across the state to determine the
financial impact on the Debtor and implications to the Debtor’s ability to create

a plan of reorganization.

Since January 2001, the power procurement for the State of California was
performed by DWR on a combined basis to meet the collective requirements of all three utilities

in the State, Because of the language of ABx1, it was necessary to analyze the overall net short

-] position within the State to evaluate the potential net cost to the Debtor. The data collection and
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operational modeling efforts in this area benefited many other segments of our analysis,

-

including the QF contract assessment, DWR contracts, DWR spot purchases, load forecasting,

. retained generation revenue proceedings, DWR cost allocations, natural gas price forecasts,

capital expenditure for load growth and relief of transmission constraints, and volatility of
PG&E's future cash flows to interruptions in any segment of the supply chain. This wo;k served
as the backbone for the financial modeling of the Debtors operationi and cash flows in the
financial statement modeling to assess various plan alternatives, The outcome of our grid load
modeling was shared w1th the Debtor and compared with the forecasts of the Debtor and DWR
for their own segments of the system

" Asthe mformatxon ﬂow from the Debtor to the Credltors Committee improved

V greatly over the ﬁrst f'our to elght months of the case, FI‘I no longer needed to mamtam a "’

separate load gnd model and mstead analyzed and utilized the Debtor’s assumptions of the load

‘ gnd ba]ance and re]ntcd costs in our ﬁnanctal modelmg The work performed in this task

category served to \tent;y the vahdxty of the Debtor s assumphons in tts Load Grid model, and as
the backbone for thé fi nancxal modelmg of the Debtors operatxons and cash flows i m the financial

statement modelmg task code to ‘assess various plan altema!tves
19, Financlal Statement Modellng (Category 19).

Mng the Ninth Interim ?eriod FI'I ;;rofes;iene]e 'spent atotal of 12.9 hours
rendering services in this category, t'or wluch FTI secks compensation of $5,801, During the
overall case, FTI pmfesslonals spent a total ot' 1 408 2 hours rendering services in this category,
for which FTT seeks eompensatlon of $5 ll 557 A summary of the FT1 professionals who -
rendered services in this category and the corresponding amount of fees requested is included in
Ex}ublt “9r The Bnllmg Report for this category, which sets forth a detailed descnphon ofthe
services rendered is filed concurrently herewith. - - T e
' Semces tendered by Fl'l ptbtjeesienals lilstedl in t}tis category included:

a) FTI created various financial models to project the operating results of the
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b)

©)

H

’

Debtor both during and upon exit from bankruptey. Models were created that

Aana]yzed the company’s performance both on a cash-flow basis and an accrual

basis.

FTI created an in-depth model that mimicked the Debtor’s preliminary plan of

reorganization and allowed for the running of scenario analyeis to test the

‘financial impact of various changes in'the Debtor's operating assumptions. This

modeling included analysis of the disaggregated financial projectidns for the

Debtors four segments,

FTI monitored and compared PG&E's actual financial resu!ts to those
forecasted in FTI's models and refined assumptxons in future projeetnon penods

to reflect current market condttlons

FTI continued to assess the reasonableness of PG&E's financial pm;"ee’tions that

. served as the basis for the Debtor Plans.

9

s
R H

Fﬂ t;erforﬁxed vaﬁous other financial analysis of the Debtor’s operatio'ns and
proposed plan settlements, ineluding an analysis of the settlement agreement
proposed for LC backed bonds, a comparison of PG&E and Southern Calit'omia

Edison s cost of service and the recovery the credttors would receive if a similar

- agreement to the one reached between SCE and the CPUC was offered to .

PG&E.

FTI developed an integmted financial statement model to support various )

" alternative plans under consxderatton by the commxttee This mtegrated model

) enabled the committee to create financial projections to support the jomt

OCC/CPUC plan of reorganization that was filed with the court. The results of
this joint plan modeling was shared with the UBS to facilitate development of

the Joint Plan and Disclosure Statement projections and rating agency artatirsi:.
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FTI's financial modeling effort enabled the Committee to assess the feasibility of the
Debtor’s POR, the CPUC/OCC’s Joint POR and the Settlement Agreement. This model prov-ed
integral in calculating the cash flows of the alternative plans and assessing the feasibility of
varjous capital structures. The Settlement Plan submitted to the court was supported by financial
projections generated from FTI's financial modeling efforts. This model was also utilized as an
integral tool in our top-level valuation efforts to assess value of various segments of the Debtors

business and operations.

20.  Financial Statements (Category 20).

During the Ninth Interim Period, FTI professionals spent a total of 57.6 hours
rendering services in this category, for which FTI seeks compensation of $30,757. During the
overall case, FTI professionals spent a total of 558.8 hours rendering services in this category,
for which FTI seeks compensation of $218,498. 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 description of the

services rendered is filed concurrently herewith.
Services rendered by FTI professionals in this category included:

a) FTI reviewed the Debtor’s historical financial statements filed during this
period, including SEC, FERC and bankruptey filings.

b) FTIused its research of the Debtor's historical performance in performing
various financial analyses on the Debtor’s financial condition and ability to

reorganize, including assessment of changes in the parent financial condition.

¢) FTIdeveloped disaggregated financial information for the Debtor’s four
operating segments to test the feasibility of PG&E's initial Plan of

Reorganization.

As a regulated wiility, the Debtor's financial statement filings include submissions
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to the SEC, FERC, and the CPUC that outline the accounting for GAAP (generally accepted
accounting principals) presentation and regulatory accounting purposes. These financial }
statements present voluminous information on the historical performance and financial health of
the Debtor. FTI reviewed certain public filings to verify financial projections in the plan of
reorganization and to summarize the financial performance of the utility post-petition for the

creditors committee,
21.  General Committee Matters (Category 21).

During the Ninth Interim Period, FTI professionals spent a total of $1,7 hours
rendering services in this category, for which FT1 seeks compensation of $29,537. During the
Final Application Period, FTI professionals spent a total of 1,280.9 hours rendering services in
this category, for which FT1 seeks compensation of S675,284; 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 fér this category, which sets forth a

detailed description of the services rendered is filed concurrently herewith.
Services rendered by FT1 professionals listed in this category included:

a) FTI prepared for and attended numerous meetings and conference calls
including the full Committee on a variety of issues, including general case
administration, financial issues, regulatory issues, litigation issues, Plan issues,

Settlement Agreement issues and confirmation hearing matters.

b) FTI personnel prepared for and participated in various formal and informal
conference calls between Committee members, Committee working group
members, Committee advisors and PG&E regarding the financial impact of
various motions brought by PG&E, the Debtor’s Settlement Plan of
Reorganization, confirmation hearings, and other issues surrounding the

Debtor’s estate.
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¢) FTIprepared numerous presentations for distribution to the Committee
regarding the financial impact of various matters affecting the Debtor’s estatc.,
and addressed questions from individual creditors on aspects of the i/a;ious Plan
of Reorganization and Disclosure Smemm;s filed in this case and the )

Settlement Agreement.

As has been menuoned earhct, t.he Commmee was extremely actwc, participating
ina sngmﬁcant number of meetmgs and conferences to address the volume of issues facmg the
Debtor and to accclmte the process of reorganization of this chtor. FTI structured its team
into subgroups wuh senior mcmbm and staff splitting respons’blhty for various areas. This
category captures the time spent associated with the myriad of meetings and conferences that FT1
participated in which do not address any orie particular task cﬁde topic. FTT attempted to ~
mxmmlze the pamcnpanon of more !han one or two profcssnonals in these meetingsand
confcrcnccs, but in many cases, the vanety and complextty of the issues addressed, the speed
with wh:ch actwltlcs in the case progressed and the particular spccxalhcs of the FTI
professionals mvolved have d:ctated thc need to have more than one or two professionals in -
attendance. For mectmgs where more than two FTI profcssxona!s were present, Exhibit 4

summarizes the role of each team member and the pmposb of their involvement at the meeting.

22,  Legislative Review (Category 22),

During the Ninth Interirh Period, FT1 professionals spent a total of 16.0 hburs
rendering services in this category, for which FTT seeks compcnsatxon of $9,345 Dunng the
overall case, FI'I professionals spent a total 0£221.0 hours ‘Tendering services in thxs category,
for which FTI secks compensation of $96,934." A summary of the FTI professxonals who -
rendered services in this category and the corresponding amount of fees réqucsfcd is included in
Exhibit “2.” The Billing Report for this category, which sets forth a detailed descriptibn of the

services rendered is filed concurrently herewith, -

Services rendered by FTI professionals listed in this category included: '
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a) FI‘I pcrformed areview and analysis of financial implications of potential and
; passed legxslatton aﬂ'ectmg the Debtor’s estate, including the dedicated rate
component lchslanon supporting the Settlement Plan,

b) FTI pam'cipatcd in meetings and calls with legislaiivc representatives to explain
the benefits and requirements for each plan of reorganization for PG&E.

Tliis mility bankruptey involved not just the interplay of the Debor, creditors and
regulators, but also'drcw in the legislative clement as the govemor and state legislators sought a
resolution to the crisis that aft'ected the energy supply in Califomia. FTI monitored, in concert
with Saybmok Capnal rcprescntat:ves, the various altematives being presented by the govcmor
and leglslators to assess if these may serve as a proxy for a plan of reorganization for PG&E, and
to determine 1f any of @gse proppsa!s would have detrimental impact to the Debtor or the

Sc&lmmt i’lan of Rcorganizg!ion.
23, Medladon Support (Category 23).

FI'I did not incur any hours in this category dunng the Ninth Interim Penod. Dunng
the anl Application Period, FT1 professionals spent a total of 116.6 hours rendering scrvxces in
this category, for which FTI seeks compensation of $60,465. A summary of the FTI
professionals who rendered services in this category and the corrcspo‘nding amount of fees
requcstc& is included in Bxhibit “2." The Billihg Report for this category, which sets forth a

detailed description of the services fendered is filed concurrently herewith.
Services rendered by FT1 professionals listed in this category included:

'

a) FTTreviewed and analyzed various alternatives under consideration during
‘ the mediation process conducted in 2003 and analyzed financial forecasts

and sensitivities of various financing structures under consideration.

b) FTI worked with UBS and the CPUC to prepare models to support the

altenatives under consideration in the mediation process,
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FT1 assisted UBS in the creation of financial models to support various altematives
under consideration in the mediation process. FTI further analyzed PG&E’s financial models of
the proposed settlement and reconciled the modeling results of PG&E to those of the CPUC/UBS

so that all parties were relying on the same set of financial projections.
24,  OCC Plan of Reorganization/Negotiations (Category 24).

FT1did not incur any hours in this category during the Ninth Interim Period.
During the overall case, FTI professionals spent a total of 189.7 hours rendering services in this
category between July 2002 through September 2002, for which FTI seeks compensation of
$99,012. 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 description of the services rendered is filed concurrently

herewith,

Services rendered by FT1 professionals listed in this category included:

a) FT1 developed and analyzed various plan altemnatives under consideration
by the OCC plan subcommittee,

b) FT1 reviewed the financial outputs of each scenario analysis to determine
lhe. feasibility of the altenative plan, the reasonableness of the proposed capital structure and the
ability for cach altemative plan’s cash flows to support the debtor’s operations and achieve

investment grade ratings.

o To respond to the disaggregation Plan filing by the Debtor, FTI moved quickly to
develop and model at least four different reorganization structures.  Through its review and in-
depth analysis of the various scenario assumptions, FTT was able to assist the professionals and
the OCC in readily evaluating and selecting an alternative plan that the OCC believed would be
confirmable in the shortest period of time with the fewest legal challenges. Our modeling of an

OCC plan Jater assisted in the first mediation between PG&E and the CPUC in 2002 and the
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development of the Joint CPUC/OCC Plan.
25.  Other (Category 25).

FT1 did not incur any hours in this category during the Ninth Interim Period.
During the overall case, FTI professionals spent a total of 49.4 hours rendering services in this
category, for which FTI seeks compensation of $15,245 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 concurmrently herewith.
Services rendered by FTI professionals listed in this category included:

a) FTI performed other tasks inherent in the administration of the case. These

tasks did not consume sufficient time to warrant separate task classification.

b) Other tasks include organizing document database, research on the rumored sale

of SCE to City Light, and other tasks inherent in case administration.,
26.  Professional Compensation Matters (Category 26).

During the Ninth Interim Period, FTI professionals spent a total of 32.1 hours
rendering services in this category, for which FTI seeks compensation of $16,835. During the
overall case, FT1 professionals spent a total of 199.8 rendering services in this category, for
which FTI secks compensation of $59,668. 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 description of the services

rendered is filed concurrently herewith.
Services rendered by FT1 professionals listed in this category included:

a) PwC BRS filed application for employment as accountant and financial
advisor to the OCC.
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b) FTIsubmitted updates to the Court reflecting disclosure of rclationelﬁps of
PwC BRS and later, FT1 and various partics in the case, in cohtinui;:g support

of the retention of FTT as accountant and financial advisor to the OCC,

¢) FTIprepared and filed an employment application and supporting declarations
to retain FTI, as successor to PwC s BRS Prncucc, as accountant and financial

advxsor to the OCC. )

d) FI'I revwwed and analyzed the Interim Fee Applications of other
_ professionals and provided input to the chairperson of the Committee,

¢) FTlattended fee apblication hearings for the all Interim Fee Applications and

‘., reviewed UST objections to various professionals’ fee applications.

FTI is requesting mmbursement for Unbilled Fees comprising of $64,951 rclated
to time spcm insuring compliance with confidentiality agreements as well as for the initial

conflict check and estabhshmg eﬂucal walls

.27 Settlcment Agreement Testimony Preparatlon (Category 27.

FTI did fiot incur any hours in this category during the Ninth Interim Period.
During the overall case, FTI pmfcssxonals spcnt 2 total of 425.5 houxs tendcnng scmces in this

category, for which FTI sécks compcnsatxon of 5189 600

" A summary of the FTI profesnonals who rendered services in n this category a.nd lhe

correspondmg amount of fees requested § is included in Exiibit “2.” ’I'he Blllmg Report for this
category, which sets forth a detailed descnpt:on of the services rcndered is filed concurrently

herewith,
Services rendered by FT1 professionals listed in this category included:

a) FTI prcpared testxmony for ﬁlmg with thc CPUC in suppon of the Settlement
Agreement.
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b) FTIreviewed intervener opening briefs filed with the CPUC and prepared

rebuttal tesﬁmony addressing their issues,
¢) - FTI reviewed and résponded to various discovery requests from interveners.

d) FTiperformed in-depth research to support its findings that the Settlement
" Agreement is in the best interest of the CPUC, PG&E, the OCC and
ratepayers. In support of its findings, FTI performed the following analysis:

. Comparisons of the phjwtcd financial results of PG&E under the
Settlement Agreement terms to the financial results of a comparable peer

group of utilities
* Comparison ofthe projected financial results of PG&E to PG&E's °

_ historical performance prior to the energy crisis. a

o Verified the accuracy of the “PG&E Bankruptey Proposed Settlement Plan
) Data Sheet” prepared by CPUC staff for information such as (1) foregone

dividends (2) valug of the conservation easements or donations to publnc )

agencies of 140,000 acres of watershed lands, and (3) rate caiculation and
the impact of the Regulatory Asset. . i
S ;

» Researched the different definitions of Head Room per the Settlemerit

Agreement as it compares to the traditional definition of Héad Room. .

. FTI further eeseaﬁhed the reasonableness ofether quantitative a.;xd qualitative B
factors of the Settlement Agreement. The findings from FTI's analysis were incorporated into
the Testimony of Thomas E. Lumsden, which was fi led in the CPUC heanngs in support of the
Settlement Agreement,

28.  Settlement POR and Disclosure Statement (Category 28).

During the Ninth Interim Period, FTT professionals spent a total ofl153.l hours
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rendering services in this category, for which FTI seeks compensation of $82,289, During the
overall case, FTI professionals spent a total of 345.3 hours rendering services in this category,'
for which FTI secks compensation of $187,234. 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 description of the

services rendered is filed concurrently herewith.
Services rendered by FTI professionals listed in this category included:

a) FTIreviewed and summarized key terms of the Settlement Agreement
and tied these terms to numerous drafis of the Settlement Plan of

Reorganization and Disclosure Statement to be filed with the court.

b) FTIreviewed and analyzed proposed modifications to the descriptions

in the POR and Disclosure Statement.

c) FTlreviewed and analyzed the hedging structure to lock in lower
financing costs at PG&E Company.

FTI spent congiderable time reviewing and agreeing terms of the Settlement Agreement
to drafts of the Disclosure Statements and Plan of Reorganization documents before they were
filed with the court. FTI's thorough understanding of the financial terms of the Settlement
Agreement helped to insure the filed Disclosure Statement and POR documents accurately
reflected the settlement terms agreed in settlement negotiations and that the proposed

modificatibns were in the best interest of all parties.

29.  Subcommittee Matters (Category 29).

FTI did not incur any hours in this category during the Ninth Interim Period.
During the overall case, FTI professionals spent a total of 773.9 hours rendering services in this
category, for which FT1 secks compensation of $319,870. A summary of the FTI professionals

who rendered services in this category and the corresponding amount of fees requested is
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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 included:

a) FTI prepared for and participated in numerous meetings and teleconferences
with the OCC's Plan Subcommittee to evaluate plan altematives, discuss the
reasonableness of supporting plan assumptions, and strategize on steps for

achieving confirmation of the Joint CPUC/OCC Plan of Reorganization.

b) FTI also reported time in this category for subcommittee review and discussions

on the Settlement Agreement and Plan confirmations.

¢) FT1served as an active coordinator of the Financial and Regulatory committees

with Saybrook and Milbank.

FTI played an active role in developing and evaluating altemative plan scenarios
with the OCC Plan Subcommittee. FTI's in-depth knowledge of PG&E's operations and the
CPUC regulatory framework aided the committee in rapidly creating a plan that would face
fewer legal and financing challenged than either of the previous plans filed in the case. This
effort involved activities with the Committee Counsel and Saybrook representatives. This
distribution of work among the Committee members has enabled coordinated direction and
accelerated completion of many of the tasks outlined above. Further this work was useful in

subsequent discussions with the CPUC on its proposed plan and in Settlement negotiations.
30, Tax Review (Category 30).

FT1did not incur any hours in this category during the Ninth Interim Period.
During the overall case, FT1 professionals spent a total of 345.1 hours rendering services in this
category, for which FT] secks compensation of $151,737. 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
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description of the services rendered is filed concurrently herewith.
Services rendered py FTI professionals listed in this category included:

a) FTIreviewed, analyzed and summarized the tax consequences to the Debtor and
the Creditors of thé various proposed plans of reorganization,

b) FTI discussed and analyzed key elements of the Debtor’s pending IRS ruling
request to determine the likelihood of the Debtor recelvmg a favorable ruling on
the tax treatment of the Debtors Disagg‘reg"aﬁon Planof Reorganization.

) FI'I momtored the stams of the Debtor s pendmg IRS ruling request and the tax
shanng agrecmem proposed by the CPUC

... d) FTIreviewed and analyzed real estate issues and transfer tax issues in transferring

-~ property from PG&E to non-pmﬁt organizaﬁona inthe Settlernent POR.

‘e) l'-'I'I revxewed and analyzed tax related matters between PG&E Corp and ns

o subsxdxanes

. FTIresearched and .summan'zcd key tax issues of the Debtor's Plan of ‘
Reorganization. the Joint Plan of Reorganization and the Settlement Agreement and Settlement
POR for the Commxttee and the tax unpact of alternat:ve plan proposals, }ughlnghhng the .
potentlal ﬁnancxal 1mpact on the Debtor and any potential tax risks to the creditors. FTI also
kept the Commmee apprised of the status on IRS submxsswns and the implications of the

CPUC's proposed tax shanng agreement,
3. Travel Time (Category 31,

During the Ninth Interim Period, FTI professionals spent a total of 1.2 hours -
rendering services in this category, for which FTI seeks compensation of $750. During the”.
overall case, FTI professionals spent a total of 36.6 hours ‘rendering services in this category. for

which FTT seeks compensation of $20,455. A summary of the FTI prof‘esslonals who rendered
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services in this category and the corresponding amount of fees requested is included i in Exhlbxt
2" The Bxlhng Report for thxs category, whleh sets f‘orth a detailed description of the services
rendered is filed concurrently herethh.

Services rendered by FTI professionals listed in this 'cateéory included:

a) This category includes the time required for FTI professionals to travel to case
" related meetings after September 11, 2001,

) FIT's policy is to bill clients for the time associated with travel at full rates, where it
is not possible to perform other client work. This is primarily associated with travel during the
regular working day, and includes travel to airports via taxi, time spent at airports and on the
flight tsel€, The c&im previously removed $52, 315 in fees for pre-September 11,2001 tfavel
incurred dunng the first i mtenm Fee Apphcatxon. FI'I is requestmg reimbursement of Unbilled
Fees for staff travelmg on th:s case m the amount of $65,645 during the Final Fee Applicat:on
pen'od.

32 ' Request For Relmbursement of Certain Previously Unbilled Costs and :
Expenses (Category 32).

Throaghout the pendency of this case, Fl‘I has received or requested a total of
ss,zos,z?9 as payment for the fees and expenses in this Case, However, the aetual and
necessary fees and expenses incurred on behalf of this matter have totaled 58, 514 853, As ‘
discussed below, the difference of $309,574 represents real fees that FTI typically charges lts

clients with respect to services rendered on behalf of both debtor and non-debtor clients, -

" During the case throug'h the interim fee applicaﬁon process, FTI did not seek the
reimbursement of $248,609 in fees for servxces based on this Court’s guidelines, FTIis herein

requesting reimbursement for certain of these unbilled fees from PG&E inthe amountof = -
$144,149 (lhe “Unbilled Fees™) which mcludes (1) $64,625 in fees for travel time above and

beyond the two hour maximum outlmed in the Court’s Memorandum Decxsxon, (2) $14,573 in
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fees for paraprofessional services performed by FTI previously reimbursed at a rate of $40/hour
which represented a substantial reduction from FTI's standard paraprofessional billing rate of.
$85/hour, and (3) $64,951 in fees for compliance with Court requirements for relationship
checking of parties in interest in the case and maintaining and reporting on ethical walls as
directed by the Court. Indeed, if the Court grants this request for payment of these additional
Unbilled Fees, FTT will still have waived $119,033 of actual fees that it is not seeking to collect,
incurred relating to the completion of extensive relationship checking and reporting to the Court,
and time expended on the filing of fee applications. Moreover, no creditor will be prejudiced by

reimbursemnent of 100% of the Unbilled Fees.

Over the course of the Case, FTI has taken a sizeable reduction in the fees and
expenses for which it would normally seek reimbursement from other debtor and non-debfor
clients. In some instances, the reductions were based on the UST Guidelines and Court .
Guidelines. In other instances, the reductions were based on the Court’s Memorandum Decision
Regarding Applications for Interim Applications for Professionals filed December 12, 2001 (the
“Memorandum Decision™). Finally as was the case the with the rate reductions discussed above,
certain of the reductions were voluntary in light of the financial hards}_xip facing the Debtor and

the precarious state of the regulatory environment at the outset of the Case.

The general guidelines on fee applications exist for good reason in a typical bankruptcy

case to protect creditors and provide the Debtor with a greater charnice of recovery. These

reasons become less meaningful when, at the end of the case, it is clear that the Debtor is solvent.

Indeed, the Court itself has acknowledged the need to be flexible in the reimbursement of fees
and expenses. See e.g. Practices and Procedures in Judge Montali’s Court, Section J (allowing
flexibility on travel time). Moreover, the UST Guidelines often defer to a court’s discretion to
determine the extent of the reimbursement, Guideline 17 of the UST Guidelines regarding travel
time provides as follows: “{i]f significant airplane travel time is expected in a case, specific
guidelines should be obtained for that case.” Guideline For Compensation And Expense
Reimbursement of Professionals and Trustees,
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In this case, under the terms of the Settlement Plan of Reorganization, we have an *

extraordinary circumstance wherein the Debtor is solvent and all creditors have been, or will t;e.
paid in full, most with interest. Thus, FT1 seeks to be treated pari passu with other creditors and
receive payment in full on its claim. In addition, FTI secks reimbursement on the following

grounds:

First, the additional Unbilled Fees for which the Committee and its advisors now
seek reimbursement were necessary fees that were required by the day to day circumstances of
the Case and incurred at the direction of the Committee or the Court. As a co-proponent of both
the Joint Plan and the Settlement Plan, FTI’s role in this <.:ase demanded the expenditure of a
large amo.unt of time with respect to (i) travel time for its professionals (ii) paraprofessional
services rendered to support this Case and (jii) monitoring and reporting of relationships of
parties in interest in the case. For example, certain hearings required FTI to attend in person,
which required FTI professionals to spend many hours in transit to and from San Francisco.
Additionally, the abundance of paper produced and handled during the Case required extensive
involvement of FTI's paraprofessionals. The size of the case, 'extensive volume of investors,
creditors and significant litigation activity involving cnergy suppliers required substantial

expenditure of professional time to evaluate, report and monitor the relationships for the Court.

Second, FTT has proactively attempted to minimize the costs incurred at the
expense of the Debtor. For instance, FTI ever-increasingly utilized e-mail transmission of
documents and correspondence in lieu of mail and facsimile transmission. In addition, FTI
participated in numerous hearings both in the CPUC and Bankruptcy by telephone or internet as
opposed to in person. These actions helped to reduce travel and attendant expensesto a

minimum.

Accordingly, based upon the fact the Debtor is solvent and the fact that the
Unbilled Fees are fees that FTI would normally charge its solvent debtor and non-debtor clients,
FTI hereby requests the Court award additional reimbursement for the Unbilled Fees in the
amount of $144,149,
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1V. SUMMARY OF ACTUAL AND NECESSARY EXPENSES INCURRED BY FTI

FTI maintains records of all actual and necessary out-of- pockct expenses incurred
and typically chargcd in connection thh rcndcrmg professional services to its clients in the
ordinary course of i jts business prgctlcc. .As is typxcal of FTI's practice when represcntxng
creditor committcé;, Fl'l ha's‘ reduced to cost or not charged ‘ccmin of these out-of-pocket
cxpénses to the estate in aééc;ftit;ﬁcc with the I;TST Guidelines and the Court Guidelines and to
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) FTIdoes not charge its clients for photocopying done in-house; copying done by

third-party services is charged at cost;

b) FTI charges its clients for document storage and retrieval services, computer research
and other specialized searches and services, such as messengers and étorage '

retrievals, at cost;

¢) FII chnrges its cllcnts for mx]cage at IRS lxmns (lf sought) and parkmg costs

'incurred by ns professwnals in connecuon wuh services rcndercd. at cost;

. d) FTIcharges its clients for transportation and travel-related costs including out-of-
town meals, excluding lunches, incurred by its professionals when working on

specfﬁc client matters, at cost; and

¢) FTInormally charges its clients for the cost of overtime and weekend meals and '
transportation when pressing client matters require the professional to work past
normal office hours; however, in accordance with the UST Guidelines and the Copn

Guidelines, no such charges are included in this Final Application.

Furthermore, it should be noted that FTI has taken a reduction of $60,965 from

the amount of expenses for which it would normally seek reimbursement from its non-debtor.

- clients. This reduction is in compliance with both Practices and Procedures in Judge Montali’s
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(9" Cir. 1985).

Court and UST Guidelines For Compensatio

costs mﬂge_d to (hc bcnef' t gt the Qommmcg and thc Debtor and for which FTT has not sought
reir;n'burscmeng. '

xpense Reimbursement and represent actua

'

. W
COMPENSATION REQUESTED AND RELEVANT LEGAL STANDARD

To grant a request for compcnsahon pursuant to Bankmptcy Code scchon 330,

the Court must find that such request is rcasonnble The reasonableness of 2 compensation

'rcqucst is detcnmncd by the “lodestar™ method. See Inre Yermakov, 718 F.2d 1465, 1471 o"

Cir, 1983). Under the lodestar approach, “reasonable” compensation is calculated by ‘
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). Thereisa st'rdng'pr'csumpiian:ﬂlat the
lodestar product is reasanable under Bankruptey Code section 330, See In & Drexel Burnham
Lambert Group, Inc,; 133 BR. 13, 22 (Bankr, S.D.N.Y. 1991), BRI

’mc reasonablcncss of a professional’s hourly rate is based on thc cost for A

comparable scmces charged in the area, m non-bankmptcy matters, See In re Yermakov 718

F.2d at 1471, The reasonablmess of the hours expendedona task isbased on whcther the ]
services provided were actual and necessary. See In re Nucorp Energy, Inc,, 764 F.2d4 655, 658

FTT’s fees are reésonablc given ‘thve size and complexity of thc ﬁ;n!c:xi;tcy case
and are commensum!e with the fees that FTI has been awarded in comparable chaptcr 11 cases
and that accountants and financial advxsors of comparable experience and expertise charge ona
regular basis to represent creditor committees in comparab!e chaptcr 1 1 cases. chordmgly, :
utilizing the lodestar mcthogl. FTI's fee and expense request is_reasomblc and shmi}d be allowed

and paid pursuant to ﬁmkmptcy Code section 330. Se¢ Drexel, 133 B.R. at 22.

VL.
CONCLUSION
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. For the reasons set forth above and pursuant to Bankruptcy Code sections 330 and
331, Bankruptcy Rule 2016, the Court Guidelines, the UST Guidelines and the standards adopted
by courts in awarding accountants® and financial advisors® fees and costs, FTI submits that the
fees for services rendered and costs and expenses incurred on behalf of the Committee during the
Final Application Period in the total amount of $8,349,875 are reasonable and should be allowed
and paid in full,

As previously mentioned, FTI purchased all outstanding receivables of the BRS
Practice, including reéeivables related to FTI's wotk 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
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 Ninth Interim and Final Application in its entirety;

2, Approving a final award of compensation in the amount of $8,061,646 for
professional services rendered (including Unbilled Fees) and reimbursement of costs and

expenses incurred in the amount of $288,229 for a total amount of $8,349,875;

3. Authorizing and dh"ecting PGA&E to immediately pay to FTI the allowed
amounts, less any such amounts already paid pursuant 1o the Order Establishing Interim Fee

Application and Expense Reimbursement Procedure; and

4, Granting such other and further relief as the Court deems just and proper.
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DATED: July 12, 2004

Respectfully submitted.
FTI CONSULTING INC

A

Thomas E. Lumsdcn !

Accountants and Financial Advisors to Official Committee
of Unsecured Creditors
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1, Thomas E. Lumsden, am the professional designated by FTI Consulting, Inc. to
ensure compliance with the United States Bankruptcy Court Northem District of California
Guidelines for Compensation and Expense Reimbursement of Professionals and Trustee ("Court
Guidelines”). I served as the senior managing director for FTI Consulting Inc. in connections
with this matter. T ¢ertify that (a) 1 have read the Final Interim Appli'cation; () to the best of my
knowledge, information and belief, formed after }ca&éhablc inquiry, the compensation and
expense reimbursg:mem sought is in conformity with the Court Guidelines, except as specifically
nc&ed in the Applicatipn; and (c) the compensation and expense reimbursement requested are
billed at rates, in accordance with practices, no less favorable than those customarily cmployed
by FTI and generally acccpted by FTT's clients,

DATED: /
Thomas B. Lumsden
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DECLARATION OF THOMAS E. LUMSDEN
1, Thomas E. Lumsden, d'eclﬁre: ’

L 1 am over eighteen years of age and, if called upon, I could and would
testify competently to the matters set forth herein, I am a senior managing director in the
professional services firm of FTI Consulting, Inc. (“FTIT"), successor to ‘ ’
PricewaterhouseCooper’s PwC") BRS Practice, and one of the senior managing directors
responsible for FTI's services as accountant and financial advisor to the Official Committee of
Unsecured Cfediion ("Committee”) in the Pacific Gas and Electric Company (“PG&E") chapicr
11 case. Inpreparing this declaration, I have relied on my personal knowledge and on my
review of the billing records and files maintained by FTI in the ordinary course of busines’k and
made by FTI professional staff substantially contcmporaneous thh that person s performance of

services or incurrence of costs on behalf of the Committee. -

2, - This declamﬁon is submitted in support of the “Ninth Interim and Final

Application of FTI Consulting Ine. For Allowancé and PaYmeﬁi of Compensation and ‘
Reimbursement of Expenses (April 11, 2001 through April 12, 2004)” (the “Final Interim
Application™), Capitalized terms not otherwise defined herein shall have th\e‘meam;ngs ascp‘bcd
to them in the Final Application. This Final Application covers the period from April 11, 2001
through and including April 12, 2004 (the “Final Application Period™). 1have read the Final
Application and reviewed the exhibi;s thereto, and each of the facts contained !hcrem 'is true and
correct, . . .

'3, FTIConsulting’s Time Records Exhibit for the Period April 11, 2(}0'1 to
April 12,2004 , filed concurrently herewith, attaches true and correct copies of records

maintained by FIT in the ordinary course of FIT's business opérations and reflects entries that

were made substantially contemporaneously with the rendering of the services.

- 4, Pursuant to the Final Application, FTI sceks allowance of compensation

" covering 19,319.7 hours of professional time devoted to advising the Committee in PG&E’s
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bankruptcy case, resulting in the accumulation of $7,917,497 in fees for professional services
rendered plus a request for Unbilled Fees in the amount of $144,149 and $288,229 for expenses

incurred, for a total amount of $8,349,875.

5. It is 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. FTI received no pre-petition retainer in connection with this bankruptey

case,

7. FTI has submitted monthly fee notices and interim fee applications in
accordance with the interim fee procedures that were established by the Court. FTIhas rc;:‘eived
payments totaling $8,120,285 in connection with the Monthly Cover Sheet and Fee Applications
covering the period April 11, 2001 to April 12, 2004,

8. No agreement or understanding 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
compensation awarded to FTI or the BRS Practice for services rendered or expenses incurred in
connection with our representation of the Committee in this chapter 11 proceeding, except as

among the employees and shareholders of FTI.

9. 1 am one of the designated professionals responsible for overseeing the
billing in this matter and for assuring compliance with the Guidelines of the Office of the United
States Trustee for the Northem District of California relating to billing (the “Guidelines™).
Based upon my review of the Final Application submitted by FTI for the Final Application
Period, 1 believe that the Final Application complies with the Court Guidelines and the UST

Guidelines,

10.  Attached hereto as Exhibit “1” is a summary of the total hours expended,
billing rate, and fees incurred by each FT1 professional during the Final Application Period.
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11.  Attached hereto as Exhibit “2" and “Exhibit 2-1" and “Exhibit 2-2"and
“Exhibit 2-3" is a summary of each 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 Final 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, exccuted on, in support of the Final Application of FTI Consulting.

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

that the foregoing is true and correct.

Executed this 12* day of July, 2004 at San Francisco, California.

/%;5;4%\

Thomas E. Lumsden
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