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U.S. Utilities: Manzana Wind Project Cancellation - End of the
Road for Utility-Owned Renewable Generation in California?

2/8/2011 ™ EPS P/E

Closing Target Rel.
Ticker Rating CUR Price Price Perf. 2009A 2010E 2011E 2009A  2010E  2011E Yield
PCG (o] uUsD 46.54 54.00 -12.7% 3.21 3.43 3.67 14.5 13.6 12.7 3.9%
EIX M usDh 36.95 40.00 -10.3% 3.25 3.61 3.06 11.4 10.2 121 3.4%
SPX 1324.57 61.70 85.34 97.17 215 15.5 13.6 1.8%

O — Outperform, M — Market-Perform, U — Underperform, N — Not Rated

Highlights

PG&E recently applied to withdraw its application for the 250 MW Manzana wind project, the first
large-scale renewable utility-owned generation project in California, following an adverse ruling by an
Administrative Law Judge (ALJ) at the California Public Utilities Commission (CPUC). Given this
decision, will California’s ambitious 33% Renewables Portfolio Standard (RPS) continue to play a role
in the growth of the state’s regulated utilities — or just create a risk of rate payer backlash?

Z PG&E's decision to terminate its Manzana Wind Project calls into question the future of utility owned
renewable generation (UOGQG) in California, and may limit utility participation in what is potentially an
$80 billion capital investment opportunity over the next decade. Rather, the primary beneficiaries of this
growth are likely to be renewable IPPs (independent power producers) and project developers.

Rate payers would still bear the cost of renewable development, however, making it more difficult for
utilities to secure rate increases related to utility investment, potentiallylimiting future rate base and
earnings growth. A 2009 study by the CPUC estimates that, simply to maintain the current statutory
requirement of 20% renewable generation through 2020, average electricity costs in California would rise
by nearly 20% in real terms. To achieve 33% renewable generation by 2020, the study estimates, costs
would rise by an additional 8%, for a total increase of 28% in real terms over 2008 levels.

T On December 21, 2010, ALJ Maryam Ebke issued a proposed decision (PD) rejecting PG&E's
application secking a permit for its 250 MW Manzana wind farm, to be developed and built by Iberdola
Renewables on 7,000 acres in Southern California's wind-rich Tehachapi Pass region. On January 14,
2011, Iberdola Renewables terminated its agreement with PG&E, following which PG&E applied to the
CPUC to withdraw its Manzana application on January 19, 2011. PG&E's action is presumably an
attempt to pre-empt adoption of the PD by the CPUC, thereby limiting the establishment of an adverse
precedent in a final CPUC-issued decision.

~ In rejecting PG&E's Manzana application, ALJ Ebke agreed with objections raised by the intervenors in
the proceeding, DRA (Division of Ratepayer Advocates) and TURN (The Utility Reform Network).
DRA and TURN's objections were primarily centered on development risks that would result in cost
over-runs and project delays, as well as operational and technological risks that would cause the project's
generation output to be less than forecasted, thereby increasing the costs borne by ratepayers. DRA and
TURN also disputed the cost-competitiveness of the $911 million project. These risks and costs could be
better mitigated through competitively bid power purchase agreements (PPAs) with IPPs.

See Disclosure Appendix of this report for important disclosures and analyst certifications.
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Investment Conclusion

If adopted by the CPUC in a final decision, ALJ Ebke's ruling would set a precedent in favor of a PPA-
driven approach where the utilities contract to purchase power from IPP-owned renewable projects, with
project development, construction and performance risk being shifted from ratepayers to the IPPs. As such,
we believe that utility investment in renewable generation, an important potential upside to rate base growth
for California's utilities, may move increasingly out of reach. However, the state's utilities will continue to
face the risk of rate payer opposition to the rate increases required to pay for renewable generation.

For California's utilities, investment in renewable-related transmission lines offers a clearer opportunity for
rate base growth. There is a clear unmet need for new transmission lines, and upgrades to existing lines, to
deliver power from remote renewable resource-rich areas to major load centers. SCE is the best positioned
of the three major California investor-owned utilities (IOUs) with respect to new renewable transmission
need, followed by SDG&E, while PG&E has relatively little exposure (Exhibit 1).

Exhibit 1
Major Renewable Transmission Projects In Progress

Project Cost In-Construction  In-Service
Miles ($ M)

SCE Devers-Colorado River
(500 kV)

Q2 2011

SDG&E Sunrise Powerlink

(500 kV) 17 $1,883 Approved Dec-10 2012

Source: Company Reports, Bernstein Analysis

Details

On December 21, 2010, ALJ Maryam Ebke issued a proposed decision (PD) rejecting PG&E's application
seeking a permit for its 250 MW Manzana wind farm, to be developed and built by Iberdola Renewables on
7,000 acres in Southern California's wind-rich Tehachapi Pass region. On January 14, 2011, Iberdola
Renewables terminated its agreement with PG&E, following which PG&E applied to the CPUC to
withdraw its Manzana application on January 19, 2011. PG&E's action is presumably an attempt to pre-
empt adoption of the PD by the CPUC, thereby limiting the establishment of an adverse precedent in a final
CPUC-issued decision.

Manzana Decision

Rationale

In rejecting the Manzana application, ALJ Ebke agreed with objections raised by the intervenors in the
proceeding, DRA (Division of Ratepayer Advocates) and TURN (The Utility Reform Network). DRA and
TURN's objections were primarily centered on development risks that would result in cost over-runs and
project delays, as well as operational and technological risks that would cause the actual generation output
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to be less than forecasted, thereby increasing the costs borne by ratepayers. DRA and TURN also disputed
the cost-competitiveness of the $911 million project.

Some of the intervenors' key objections are summarized below:

O Lack of cost competitiveness: DRA disputed the "net market value" approach used by PG&E and
recommended a time-of-day adjusted levelized cost of energy approach as a more transparent
benchmark for cost comparison.

0 Project development delays: PG&E's commercial operations date (COD) for the project December
2011 was unrealistic considering the need for a six-mile tie line to a new substation that would have to
be constructed by Southern California Edison (SCE) and connect with segment 4 of SCE's Tehachapi
renewable transmission line, which is still under construction.

0 Failure to develop to full capacity: Iberdola Renewables had only secured local permits and land
leases for 189 MW of the 246 MW project.

T Optimistic capacity factor: PG&E's assumed lifetime capacity factor of 31% was considered overly
optimistic, especially given the potential for decline over the 30-year projected useful life.

O Risk of project curtailment due to condor collisions: The Manzana site is in close proximity to the
habitat of an endangered species, the California condor, and the California Department of Fish &
Game has the authority to order a full or partial shutdown even if there is a loss of a single condor.

T Other Risks to project life: The intervenors questioned the sufficiency of technical data to backup
PG&E's predicted a 30-year project life assumption, and noted that some of the land leases were
scheduled to expire before the end of this period and would need renewal.

Comparing the Economic Attractiveness of Renewable Generation Projects

Since the question of whether the proposed project was cost competitive with other renewable projects was
a heavily contested issue in the proceeding, it is instructive to examine the methodological differences in
the two approaches used to evaluate its cost: the "net market value" approach used by PG&E and the time-
of-day adjusted levelized cost of energy approach recommended by the DRA.

The net market value of a project is the difference between the market value of energy and capacity
expected to be produced by the project, expressed in $/MWh, and the per MWh levelized cost of the
project. The lower the per MWh levelized cost of the project, or the higher the market value of its energy
and capacity, the higher the net market value of the project. In calculating the market value of energy,
PG&E used its proprietary forward power price curve for the region of the project.

PG&E claims that the net market value approach is a better measure of economic competitiveness as it
takes into account both the production profile of a project (when generation takes place, i.e. during peak or
off-peak periods) and the location of a project (where generation takes place). PG&E compared the net
market value of 20 RPS contracts it had executed over the past year (mostly from its 2008 and 2009 RPS
solicitations) with the net market value of the Manzana project and concluded that the project ranked high
among this set of comparables, thereby demonstrating its economic attractiveness.

DRA, on the other hand, criticized the net market value approach because it uses a proprietary forward
curve that is both uncertain and volatile. The forward price curve varies over time, leading DRA to claim
that it is not appropriate to compute net market values using a different set of forward curves for each
project and then compare them. DRA instead supports using time-of-day adjusted levelized cost of energy
as the primary benchmark for cost comparisons of renewable projects.
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While we are sympathetic to PG&E's argument that the economic value of a project reflects the market
price of power in the region of the project and at the time the project is generating power, we share DRA's
concerns about other aspects of PG&E's cost comparison ranking. In particular, PG&E's set of comparables
is skewed toward more expensive solar thermal and solar photovoltaic (PV)projects: only 2 of the 20
projects were wind projects, 2 were biomass projects and the remaining were all solar projects. PG&E's
analysis thus fails to establish whether it proposed Manzana project is competitive with other potential wind
projects in the same region.

Utility Owned Renewable Generation

The question that emerges from ALJ Ebke's decision is whether this decision is project specific or has
broader applicability to renewable generation owned by California's utilities. The CPUC in the past has
publicly spoken out on its desire to see more initiatives by the utilities to developrenewable utility owned
generation (UOGQG). In its annual decisions approving the RPS solicitations of the utilities over the past three
years (the 2010 RPS decision is not yet available) the CPUC not only stated its support for UOG explicitly
(Exhibit 2) but also criticized the utilities for their limited plans to pursue such opportunities in the future.

Exhibit 2
Selected Comments from CPUC's RPS Solicitation Approval Decisions

"CalWEA says I0Us should not be encouraged to pursue direct ownership until
completion of a public comment process. We disagree.” -- 2007 RPS Solicitation Decision

"We do not here require utilities to build resources. Nonetheless, we encourage IOUs to
actively assess the feasibility of utility ownership, and pursue such ownership when and where it
makes sense.” -- 2007 RPS Solicitation Decision

O "There may be a unique and important role for utility owned RPS generation. Utility-
owned generation from renewable energy resources, for example, can put downward pressure on
what are otherwise increasing renewable energy prices.” -- 2008 RPS Solicitiation Decision

N "We commend utilities for innovative work (e.g., PG&E proposal to include joint
development and ownership;, SCE RPS Standard Contract Program) and continue to encourage
utility-owned RPS generation as necessary to meet RPS goals” -- 2009 RPS Solicitation Decision

Source: CPUC

The utilities have historically been hesitant to take on renewable UOG projects for two reasons: (i) a CPUC
requirement to competitively bid utility-built projects and (ii) an asymmetric risk sharing arrangement,
where allowable capital costs were subject to a cap, but cost savings under the cap were shared on a 50/50
basis with ratepayers. This put UOG and IPP projects on an unequal footing from the perspective of the
utilities. Utilities also felt that the authorized ROE might be inadequate for certain projects which have
higher development, operational, or technological risk than ordinary utility investments, the bulk of which
relate to lower risk distribution and transmission assets. This obstacle was removed by the CPUC in a
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decision issued in December 2007 as part of the utilities' biennial Long-Term Procurement Plan (LTPP)
proceeding for 2006, which allowed utilities propose returns on equity for UOG on a project-specific basis.
Subsequent to this rule change, there has been some interest shown by the utilities in pursuing UOG, but it
has been restricted to lower-risk, smaller-scale distributed generation projects that avoid permitting and
transmission interconnection issues (Exhibit 3).

Exhibit 3
California Investor Owned Utilities® Solar PV Programs

CPUC Program Size Ownership Project
 Program Approval (MW) Split Project Size Siting Utility Capex |

Apr-10 500 MW 250 MW UOG/ 1-20 MW Primarily

250 MW IPP ground-mount > Pilion

Source: CPUC, Company Reports

There is also a possibility that the CPUC's past stance supporting UOG might have been motivated by
concerns over the financing difficulties faced by IPPs in the wake of the credit crisis, and the slow pace of
RPS capacity additions, rather than a consistent embrace of UOG. Certainly, the rationale for the Manzana
rejection, which ultimately is a discussion of pros and cons of different asset ownership models, seems to
suggest that IPP ownership of renewable generation is viewed as being more beneficial to ratepayers from a
risk perspective than UOG. With recent changes in the composition of the CPUC it would appear only more
likely that this tilt towards IPP ownership of renewable generation will be strengthened.

Progress towards the RPS Goal
Challenges to Achieving 20% RPS

Progress by California's investor owned utilities (IOUs) in meeting RPS targets has been slow, with the
targe I0Us not expected to achieve the 20% by 2010 target for renewable generation until 2011 at the
carliest and possibly 2012. (Such delays are permitted underthe 3-year window provided by the flexible
compliance mechanism of the RPS.) In fact at the end of 2008, six years after the effective date of the first
RPS obligation, the percentage of retail electricity sold by California's IOUs that came from renewable
resources was 13.0%, virtually indistinguishable from the 12.5% share in 2002 (Exhibit 4).
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Exhibit 4
Renewable Energy Deliveries for Major IOUs by % of Retail Sales, 2002 - 2010
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RPS Deliveries (% of Retail Sales)

0.0%
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ip PGRE il SCE ol SDG&E  ==¥==Large |OUs

Note: 2010 based on Bernstein estimates

Source: CPUC RPS Compliance Reports, August 2010; Bernstein Analysis

The regulatory implementation framework for California's RPS has proven to be complex, due to (i) the
high degree of detailed regulatory oversight over the renewable energy procurement process, and (ii) the
split of administrative responsibilities across two different agencies, the CPUC and CEC (California Energy
Commission). Certain elements of the RPS statute, most notably the cost containment provisions designed
to limit the total amount spent by utilities procuring renewable energy at above-market prices, and the
evaluation criteria to rank bids, have required the CPUC to devise detailed regulatory frameworks. The
CPUC's regulatory decisions, moreover, have been spread across disparate proceedings instead of being
consolidated into a single proceeding (or at least a narrower set of proceedings). As a result, the CPUC had
to instruct the IOUs to issue interim solicitations on a voluntary basis in 2002 and 2003, while it worked on
its decisions relating to the structure and mechanisms underlying the implementation of the RPS. It took
almost two years for the CPUC to issue all the required decisions, and the first formal RFO solicitations did
not launch till July 2004.

Despite the launch of the formal annual RFO solicitation process in 2004, 2008 was the first year in which
rencwable energy deliveries rose faster than overall load growth after three years of back-to-back declines
over 2005-2007 (Exhibit 5). In fact, one reason for the rapid gain in the percentage share for renewables in
retail MWh sales has been the decline in load as a result of the recession, while the renewable pipeline has
continued to be built out. Had load in 2010 simply stayed steady with 2008 levels, the RPS percentage
would currently be at 17%, up only 3% over the seven years since 2003 for agrowth rate of ~0.5% per year
-- about half of the 1% per year share gain the RPS legislation had hoped to achieve.

SB GT&S 0015592


mailto:hugh.wynne@bernstein.com

BERNSTEINRESEARCH February 9, 2011

Hugh Wynne (Senior Analyst) ® hugh.wynne@bernstein.com * +1-212-823-2692

Exhibit 5
Renewable Energy Deliveries by Major IOUs, 2002 — 2010
2002 2003 2004 2005 2006 2007 2008 2009 2010E

PG&E Total Retail Sales (GWh) 70,797 71,099 72,114 72372 76,356 79,078 81,524 79,624 76,128
RPS Eligible Deliveries 7,392 8,686 8,660 8,707 9,118 9,044 9,798 11,493 14,031
% of Retail Sales 10.4% 12.2% 12.0% 12.0% 11.9% 11.4% 12.0% 14.4% 18.4%

SCE Total Retail Sales (GWh) 68,462 70,617 72,964 74994 78,863 79,505 80,956 78,048 74,655
RPS Eligible Deliveries 11,658 12,615 13,375 13042 12,708 12,467 12,574 13619 14,416
% of Retail Sales 17.0% 17.9% 18.3% 17.4% 16.1% 15.7% 15.5% 17.4% 19.3%

SDG&E Total Retail Sales (GWh) 14,301 15,044 15,812 16,002 16,847 17,056 17,410 16,995 16,222
RPS Eligible Deliveries 141 550 678 825 900 881 1,047 1,784 2,335
% of Retail Sales 1.0% 3.7% 4.3% 5.2% 5.3% 5.2% 6.0% 10.5% 14.4%

Large IOUs Total Retail Sales (GWh) 153,560 156,760 160,889 163,368 172,066 175639 179,890 174,667 167,006
RPS Eligible Deliveries 19,191 21,851 22,713 22574 22,725 22392 23420 26,897 30,782
% of Retail Sales 12.5% 13.9% 14.1% 13.8% @ 13.2%% 127%@ 13.0%% 154%4% 18.4%%

Note: 2010 based on Bernstein estimates

Source: CPUC RPS Compliance Reports, August 2010

Challenges with Achieving 33% RPS

Given the difficult progress towards achieving the 20% RPS by 2010 goal, it is worth examining the
challenges in accomplishing the broader 33% RPS by 2020 goal. The CPUC conducted a preliminary study
of this topic in a report published in June 2009 (""33% Renewables Portfolio Standard Implementation
Analysis Preliminary Resulfs Report'’). This analysis was conducted as part of the biennial Long-Term
Procurement Plan (LTPP) proceeding for 2008 and a revised report will be published as part of the
currently ongoing 2010 Long-Term Procurement Plan proceeding . The report was intended not to prescribe
a particular implementation roadmap or composition of resource portfolios, but to illustrate high-level
planning tradeoffs in an in-depth fashion. A 20% RPS Reference Case was analyzed to reflect the scale of
resource additions required simply to maintain the current statutory requirement of 20% renewable
generation through the end of 2020. In addition, four different 33% scenarios were analyzed:

7 33% Reference Case: Prioritizes RPS projects already contracted or short-listed by the IOUs
~ 33% High Wind Case: Deemphasized solar thermal projects in favour of wind projects

T 33% High Out-of-State Case: Assumes construction of a new interstate transmission system to allow
10Us to procure low-cost renewable energy from other Western states

T 33% High Distributed Generation (DG) Case: Assumes limited new transmission development and
assumes more extensive use of smaller-scale projects that connect directly to the distribution grid

We caution readers that a few underlying assumptions should be kept in mind while interpreting the results
of this study:

(i) The report uses a load forecast prepared at the end of 2007 by the California Energy Commission (CEC)
that is now out-of-date given the severity of the subsequent recession and its impact on load growth. As a
result, the required scale of capacity additions is likely overstated.

(i1) The costs for new renewable generation projects that are not captured in the existing CPUC Energy
Division renewable generation project database ("ED Database") are estimated through "proxy" power
plants that reflect the levelized cost of energy to build and operate a project at a "reasonable profit." These
estimates do not capture changing market conditions, such as the demand and supply for renewable
projects, and changes in market prices for electricity that might affect competitive solicitations.
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(ii1) The cost for existing and new conventional generation assumed a 2020 Henry Hub gas price of
$8.46/MMBtu ($6.57/MMBtu in 2008 dollars delivered to California generators), while the current 2020
average NYMEX forward price for 2020 is about 20% lower at $6.65/MMBtu.

(iv) The analysis assumes that GHG regulations will be in place and estimates 2020 CO2 allowance prices
of $42 .46/tonne ($31.58 in 2008 dollars), with revenues from the auction of 108 million tonnes of CO2
allowances being used to reduce utility rates so as to higher market prices for power due to CO2 allowance
purchase costs.

Within the framework of the above assumptions, the analysis shows that, simply to maintain the current
statutory requirement of 20% renewable generation through the end of 2020, average electricity costs would
rise by nearly 20% in real terms to 16 cents/kWh relative to 2008 costs of 13 cents’kWh (Exhibit 6). To
achieve 33% renewable generation by 2020 (33% Reference Case), costs per kWh would rise by an
additional 8% to 17 cents/kWh for a total increase of 28% in real terms over 2008 levels. Costs for the High
Wind Case and Out-of-State Case are comparable at a 24-25% increase, and costs for the High Distributed
Generation case are significantly higher at 18 cents/kWh, a 37% increase from 2008 levels.

Exhibit 6
impact to Retail Electricity Costs Under Various RPS Scenarios

20% RPS 33% RPS 33% High Wind 33% High Out-of- 33% High DG

2008 Actual Reference Case Reference Case Case State Case Case

Average
| Statewide $0.132/ kWh $0.158 / kWh $0.169 / kWh $0.165 / kWh $0.164 / kWh $0.181 / kWh

% Incr. Relative

0, 0, 0, 0,
Ito 20% RPS 71% 4.2% 3.8% 14.6%

Source: CPUC, "33% RPS implementation Analysis Preliminary Results", June 2009

The CPUC staff concluded in its preliminary report that it would be challenging for California to meet the
33% by 2020 RPS goal given its current focus on large-scale renewable projects requiring new transmission
links to load centers. Based on these considerations, it seems that the CPUC is now eager to push forward a
more diverse RPS procurement strategy by encouraging the development of small to medium scale (<20
MW) system-side distributed generation projects, as witnessed by its December 16", 2010 decision
approving the Renewable Auction Mechanism (RAM) for projects of this size. This framework would also
seem to align with Governor Brown's campaign pledges in which he articulated an ambitious goal of
developing 12,000 MW through new distributed energy projects of up to 2 MW in size for rooftop solar,
and up to 20 MW in size for ground-mount solar. Without arguing the merits of this policy option, it is clear
that it will increase ratepayer costs more than other alternative RPS compliance scenarios would. Both
PG&E and SCE have filed motions for reconsideration with the CPUC contesting various aspects of the
RAM program that would strike at its very core. This suggests that despite publicly articulated support for a
33% RPS standard, there is still a latent fear among California's utilities of a potential rate payer backlash as
consumers face rising utility bills due to the procurement of expensive renewable energy.
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Disclosure Appendix
Valuation Methodology

Our target price for PG&E reflects the results of a combination of valuation methodologies including: (1) a
discounted cash flow model over the forecast period of 2012-16, and a terminal value in 2017, discounted
back to present value using estimated weighted average cost of capital at 6.4%; (2) a discounted dividend
model over the forecast period of 2012-16, and a terminal value in 2017, discounted back to present value
using estimated cost of equity at 8.5%; and (3) a relative valuation technique that applies a set of key
valuation metrics derived from comparable groups of regulated power utilities, to our estimates of a utility's
future earnings, dividends, EBITDA and book value.

Risks

EIX:

There are several possible risks to our price target. EMG’s large portfolio of coal-fired plants is exposed to
gas price volatility. Our estimate of EMG's value is based on current forward power prices, which in turn
reflect the prevailing forward curve for natural gas. For 2010, the forward gas price averages
$4.51/MMBtu, rising to $5.15 in 2011, $5.58 in 2012, and approximately $5.85 in 2013. Given EMG's
forecast coal fired generation in 2012, and in the absence of any power price hedges, we estimate that a
$1.00/MMBtu increase in gas prices would add some $169 million in after-tax earnings at EMG's coal-fired
fleet, or $0.51 per EIX share. Thus a $1.00/MMBtu increase in the gas price, if perceived by the market to
be sustainable and capitalized at an 8x P/E multiple, could add $4.00 to the value of EIX stock.

Another significant risk to our earnings forecast is the prospect that federal or state government may impose
a cap-and-trade scheme to limit power plant emissions of CO2. Coal-fired power plants in the United
States emit, on average, twice as much CO2 per MWh (1.1 tons) as do their gas-fired competitors (0.6
tons). The impact on generation costs of a mandatory program of allowance purchases for CO2 emissions
will thus be far greater for coal-fired plants than gas-fired generators. In the event CO2 emissions limits are
imposed by the federal government, and allowances are sold by the government rather than allocated to
generators for free, we estimate that an allowance price of $10/Mt would reduce EMG's earnings by $105
million, or $0.32 per share.

Risks at EIX’s regulated utility, Southern California Edison for the next five years are primarily associated
with the investment programs that are subject to various regulatory proceedings. Although SCE has
received its 2009 GRC decision, it only determined rates for 2009 through 2011. Some 78% of the 2009-13
capital investment program is to be determined by proceedings beyond 2009 GRC, including 41% under
upcoming 2012 GRC, 11% under other CPUC proceedings, and 26% under FERC rate cases. Therefore the
projected rate base growth from 2010 through 2014 would be affected by the outcomes of these various
regulatory proceedings, posing risk for SCE’s earnings.

PCG:

PG&E's valuation remains highly uncertain until the cost of its liability for the accident, the cost to survey
its transmission grid, and the scale of any potential penalties imposed by the CPUC are known. Longer-term
risks include a reduction by the CPUC of PG&E's allowed ROE and equity ratio. The eventual resolution of
the liabilities arising from the San Bruno explosion, and the extent to which these liabilities are covered
under PG&E's liability insurance policy, could have a material impact on our forecasts and target price.
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= Inthe next three (3) months, Bernstein or an affiliate expects to receive or intends to seek compensation for investment banking services
from PCG / PG&E Corp, EIX/ Edison International.

12-Month Rating History as of 02/08/2011

Ticker Rating Changes
EIX M (RC) 10/08/09
PCG O (RC)03/22/07

Rating Guide: O - Outperform, M - Market-Perform, U - Underperform, N - Not Rated
Rating Actions: IC - Initiated Coverage, DC - Dropped Coverage, RC - Rating Change
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EIX / Edison International

Dt Fating Target( IS0

OL/02,/08 O &5 .00

10/02,/08 0 53,00 ¥ m
11 /16/08 0 50.00 b S — 7
11 /21708 o 48,00 , s - e SRS RS e

03 /02/08 O 15,00 )

03 /18/0% 0 26.00 ‘ P — p pey

12/18/08 M 37.00 E =2 =2 F © £ =2 £ 4 © £ =2 # F o &
/01710 M 40.00 e = 1 [ Target Price  Source: Bernstein - s of 14072011

O - Ondperform M- Market-Perform U - Urdderperform W - Mot Rated

OTHER DISCLOSURES

A price movement of a security which may be temporary will not nece ssarily trigger a recommendation change. Bernstein will advise as and
when coverage of securities commences and ceases. Bernstein has no policy or standard as to the frequency of any updates or ¢ hanges to its
coverage policies. Although the definition and application of these methods are based on generally accepted industry practices and models,
please note that there is a range of reasonable variations within these models. The application of models typically depends ¢ n forecasts of a
range of economic variables, which may include, but not limited to, interest rates, exchange rates, earnings, cash flows and risk factors that are
subject to uncertainty and also may change over time. Any valuation is dependent upon the subjective opinion of the analysts carrying out this
valuation.

This document may not be passed on to any person in the United Kingdom (i) who is a retail client (ii) unless that person or entity qualifies as an
authorised person or exempt person within the meaning of section 19 of the UK Financi al Services and Markets Act 2000 (the "Act"), or qualifies
as a person to whom the financial promotion restriction imposed by the Act does not apply by virtue of the Financial Services and Markets Act
2000 (Financial Promotion) Order 2005, or is a person classified as an "professional client” for the purposes of the Conduct of Business Rules of
the Financial Services Authority.

To our readers in the United States: Sanford C. Bernstein & Co., LLC is distributing this publication in the United States and accepts
responsibility for its contents. Any U.S. person receiving this publication and wishing to effect securities transactions in any security discussed
herein should do so only through Sanford C. Bernstein & Co., LLC.

To our readers in the United Kingdom: This publication has been issued or approved for issue in the United Kingdom by Sanford C. Bernstein
Limited, authorised and regulated by the Financial Services Authority and located a t Devonshire House, 1 Mayfair Place, London W1J 8SB, +44
(0)20-7170-5000.

To our readers in member states of the EEA: This publication is being distributed in the EEA by Sanford C. Bernstein Limited, which is
authorised and regulated in the United Kingdom by the Financial Services Authority and holds a passport under the Investment Services
Directive.

To our readers in Hong Kong: This publication is being issued in Hong Kong by Sanford C. Bernstein, a unit of AllianceBernstein Hong Kong
Limited. AllianceBernstein Hong Kong Limited is regulated by the Hong Kong Securities and Futures Commission.

To our readers in Australia: Sanford C. Bernstein & Co., LLC and Sanford C. Bernstein Limited are exempt from the requirement to hold an
Australian financial services licence under the Corporations Act 2001 in respect of the provision of the following financial services to wholesale
clients:

= providing financial product advice;
= dealing in a financial product;
= making a market for a financial product; and

= providing a custodial or depository service.

Sanford C. Bernstein & Co., LLC, Sanford C. Bernstein Limited and AllianceBernstein Hong Kong Limited are regulated by, respe ctively, the
Securities and Exchange Commission under U.S. laws, by the Financial Services Authority under U.K. laws, and by the Hong Kong Securities
and Futures Commission under Hong Kong laws, all of which differ from Australian laws.

One or more of the officers, directors, or employees of Sanford C. Bernstein & Co., LLC, Sanford C. Bernstein Limited, S anford C. Bernstein, a
unit of AllianceBernstein Hong Kong Limited, and/or their affiliates may at any time hold, increase or decrease positions in securities of any
company mentioned herein.

Bernstein or its affiliates may provide investment management or other services to the pension or profit sharing plans, or employees of any
company mentioned herein, and may give advice to others as to investments in such companies. These entities may effect transa ctions that are
similar to or different from those recommended herein.
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Bernstein Research Publications are disseminated to our customers through posting on the firm's password protected website,
www.bernsteinresearch.com. Additionally, Bernstein Research Publications are available through email, postal mail and commercial research
portals. If you wish to alter your current distribution method, please contact your salesperson for details.

Bernstein and/or its affiliates do and seek to do business with companies covered in its research publications. As a result, investors should be
aware that Bernstein and/or its affiliates may have a conflict of interest that could affect the objectivity of this publication. Investors should
consider this publication as only a single factor in making their investment decisions.

This publication has been published and distributed in accordance with Bernstein's policy for management of conflicts of interest in investment
research, a copy of which is available from Sanford C. Bernstein & Co., LLC, Director of Compliance, 1345 Avenue of the Americas, New York,
N.Y. 10105, Sanford C. Bernstein Limited, Director of Compliance, Devonshire House, One Mayfair Place, LondonW1J 8SB, United Kingdom, or
Sanford C. Bernstein, a unit of AllianceBernstein Hong Kong Limited, Director of Compliance, Suite 3401, 34th Floor, One IFC, One Harbour
View Street, Central, Hong Kong.

CERTIFICATIONS

l/(we), Hugh Wynne, Senior Analyst(s)/Analyst(s), certify that all of the views expressed in this publication accurately reflect my/(our)
personal views about any and all of the subject securities or issuers and that no part of my/(our) compensation was, is, or will be, directly or
indirectly, related to the specific recommendations or views in this publication.

Approved By: NK

Copyright 2011, Sanford C. Bernstein & Co., LLC, Sanford C. Bernstein Limited, and AllianceBernstein Hong Kong Limited, subsidiaries of AllianceBernstein L.P. ~ 1345 Avenue of the
Americas ~ NY, NY 10105 ~ 212/756-4400. All rights reserved.

This publication is not directed fo, or intended for distribution to or use by, any person or entity who is a citizen or resident of, or located in any locality, state, country or other jurisdiction where such distribution, publication,
availability or use would be contrary to law or regulation or which would subject Bemstein or any of their subsidiaries or affiliates to any registration or licensing requirement within such jurisdiction. This publication is based upon
public sources we believe to be refiable, but no representation is made by us that the publication is accurate or complete. VWe do not undertake to advise you of any change in the reported information or in the opinions herein.
This publication was prepared and issued by Bemstein for distribution to eligible counterparties or professional clients. This publication is not an offer to buy or self any security, and it does not constitute investment, legal or tax
advice. The investments referred to herein may not be suitable for you. Investors must make their own investment decisions in - consuitation with their professional advisors in fight of teir specific circumstances. The value of
investments may fluctuate, and investments that are denominated in foreign currencies may fiuctuate in value as a resuit of exposure to exchange rate movements. Infomation about past performance of an investment is not
necessarily a guide to, indicator of, or assurance of, future performance.
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