


FINANCIAL HIGHLIGHTS

Dollar amounts in millions, except per share data

Year ended December 31, 2012 2011 2010
Operating revenue $11,862 $10,588 $ 9,996
Core earnings™" $1,278 $1,076 $972
Non-core items:
Discontinued operations (1,686) (1,078) 164
2012 General Rate Case — repair deductions (2009-2011) 231 - -
Global settlement - - 138
Health care legislation - = (39)
Other items (6) (35) 21
Total non-core items (1,461) (1,113) 284
Net income (loss) attributable to Edison International common shareholders™ $(183) $(37) $1,256

Basic earnings (loss) per share attributable to
Edison International common shareholders™:

Continuing operations $4.61 $3.20 $3.34
Discontinued operations $(5.17) $(3.31) $0.50
Total $(0.56) $(0.11) $3.84
Dividends paid per common share $1.30 $1.28 $1.26
Total shareholder return 12.4% 10.9% 15.1%

Note: Financial results for Edison Mission Energy (EME) are reported as discontinued operations for all periods.

BUSINESS HIGHLIGHTS

Southern California Edison

Total assets at December 31 $44,034 $40,315  $35,906
System rate base® $21,012 $18,793 $16,811
Capital expenditures $4,149  $4,122 $3,780
Peak demand (megawatts) 21,996 22,443 22,771
Total system sales (kilowatt-hours, in millions) 88,215 87,338 87,651
Total employees 16,515 18,069 18,230

™ Edison International's earnings are prepared in accordance with generally accepted accounting principles (GAAP) used in the United
States. Management uses core earnings internally for financial planning and for analysis of performance. Core earnings are also used when
communicating with analysts and investors regarding our earnings results to facilitate comparisons of the Company's performance from
period to period. Core earnings are a non-GAAP financial measure and may not be comparable to those of other companies. Core earnings
are defined as net income less income or loss from discontinued operations and income or loss from significant discrete items that
management does not consider representative of ongoing earnings. Basic earnings (losses) per share and net income and losses refer to
net income or losses attributable to Edison International shareholders.

@ Rate base includes capital expenditures related to certain FERC-approved projects during the construction phase.
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LETTER TO SHAREHOLDERS

To produce long-term shareholder value at Edison
International we are:

1. resolving uncertainties,

2. producing sustainable growth in earnings and
dividends, and

3. preparing the company for substantial, perhaps
transformative, change in the electric sector.

We made notable progress in these efforts in 2012,
although additional work remains to be done in
2013. These efforts support our core mission, which
has remained the same for decades: providing safe,
reliable and affordable electric service to our customers.
Electricity is essential in our modern society, and
when we deliver on our mission, we create value

for shareholders.

In 2012, core earnings, which exclude non-recurring
charges and discontinued operations, were $3.92 per
share. GAAP earnings per share in 2012 showed a loss
of $0.56, reflecting primarily non-recurring accounting
charges during the fourth quarter related to the write
down of our investment in Edison Mission Energy (EME)
and classification of EME as a discontinued operation.
(See opposite page for a reconciliation of core and
GAAP earnings.)

Edison International’s stock appreciated 9.2 percent in
2012. This allowed us to significantly outperform the
Philadelphia Utilities Index, a measure of utility industry
performance, which declined 4.7 percent in 2012.
Although Edison International outperformed the electric
utility sector, the sector underperformed the overall
stock market as measured by the S&P 500 Index, which
increased 13.4 percent for the year. Combining our
dividend rate with our stock price appreciation produced
a 12.4 percent total shareholder return for 2012.

RESOLVING UNCERTAINTIES

Over the course of 2012, we worked to resolve several
important issues, including the future of Edison Mission
Energy. In December, the difficult decision was made
for EME to file for Chapter 11 bankruptcy protection,
which will effectively end Edison International’s owner-
ship of the company, which dates back to 1986.

The adoption of hydraulic fracturing — a transformative
technology — has produced abundant supplies of natural
gas in the United States. This has resulted in a funda-
mental change in the outlook for natural gas supply
and pricing, which has depressed natural gas and
power prices. In our estimation, long-term wholesale
power prices are unlikely to rebound. Low power
prices combined with rising costs of coal, rail and
environmental retrofits have resulted in substantial
losses at EME. While appropriate in times of higher
energy prices, EME’s $3.7 billion of corporate debt
became unsustainable in today’s market conditions.

We expect EME to emerge from bankruptcy sometime
in 2014 under new ownership. The decision to write
off our investment in EME and remove its operations
from our earnings and balance sheet strengthens
Edison International financially and lowers the risk
profile of the company going forward. We salute the
hard work and dedication of our colleagues at EME
and its 26-year history of innovation.

At Southern California Edison (SCE), we received from
the California Public Utilities Commission a final ruling
in December on our much delayed General Rate Case.
The ruling granted SCE a $1.46 billion, or 5 percent,
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"IN DECEMBER, WE INCREASED OUR DIVIDEND
FOR THE NINTH CONSECUTIVE YEAR TO AN ANNUAL
RATE OF $1.35 PER SHARE."

rate increase for the years 2012 to 2014. This ruling
provides the resources for necessary infrastructure
investments and resolves a major uncertainty facing
our utility business.

A high priority for us in 2013 is safely returning our
San Onofre Nuclear Generating Station to service. Both
reactors have been shut down since January 2012
after a small leak in one of the plant’s steam generators.
Since then, SCE, the steam generator designer and
manufacturer, and a worldwide team of independent
experts have been working to resolve the causes of
excessive vibration and wear in the steam generator
tubes so that the units can be safely restarted.

San Onofre has been a crucial component of grid
stability and electric service reliability for Southern
California for many years. Nuclear power is an ultra-low
carbon and air pollution emitting power generation
source, and helps California meet its clean energy
goals. Public safety is our paramount concern, and we
will not restart San Onofre until we and the Nuclear
Regulatory Commission determine it is safe to do so.
We look forward to resolving this uncertainty in a
manner that ensures complete safety for the commu-
nities we serve, electric reliability for our customers
and financial recovery of our investment.

PRODUCING SUSTAINABLE GROWTH
IN EARNINGS AND DIVIDENDS

Edison International’s business focuses exclusively on
the electric sector, and our strategy seeks to grow at a
strong, sustainable pace. We are constantly looking for
growth opportunities, both in our existing utility business
and in markets outside of our franchise territory in
Southern California.

The growth of Southern California Edison has been
remarkable. Rate base drives our earnings at the utility,
and has nearly doubled over the last six years as a
result of substantial capital investment. That is analogous
to acquiring another entire utility, but without the cost
of paying a premium.

In December, we increased our dividend for the ninth
consecutive year to an annual rate of $1.35 per share.
In recent years, we have moderated the size of annual
increases in our dividend to accommodate the high
level of capital investments and growth in rate base.
By opting to aggressively reinvest SCE’s earnings in
electric infrastructure projects, we have pushed the
percent of earnings paid out in dividends, or “payout
ratio,” below our targeted 45-55 percent of utility
earnings. The multi-year bulge in capital spending
should begin to moderate after it peaks in 2013,

and therefore we expect to grow our dividends more
rapidly and return in steps to our targeted payout
range of 45-55 percent of SCE earnings.

PREPARING THE COMPANY

FOR TRANSFORMATIVE CHANGE
For the past few years, | have described how shifts in
public policy and advances in technology have combined
to forge transformative change in our industry. Although
we cannot predict exactly how the industry will evolve,
we cannot ignore the changes to come. We must be
prepared to serve our customers as their needs, and
the requirements of operating a reliable electric system,
shift. Some of our customers want to procure their
electricity from new sources and manage their usage
differently, which presents us with potential new
business opportunities. We believe it is important to
pursue some of these new opportunities with an eye
toward the future, while sharpening our focus on
providing safe, reliable and affordable power from
our core business.
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"OUR CUSTOMERS WANT RELIABLE SERVICE AT A REASONABLE
COST, WHICH REQUIRES US TO CONSTANTLY
BECOME MORE EFFICIENT AND INTEGRATE NEW TECHNOLOGIES."

An emerging trend we have been exploring is distributed
generation. These are small generating facilities located
in homes and businesses embedded within the local
electric system that allow customers to self-generate
their electricity and manage their usage. Most distributed
generation utilizes so-called “clean technologies,”

a prime example being photovoltaic solar cells. Today,
distributed generation produces electricity more ex-
pensively than traditional, large, centralized electric
generating plants and must be supported by government
and ratepayer subsidies. However, the technologies
continue to improve and costs are falling.

Encouraged by the California Public Utilities Commission,
our utility has installed some distributed generation in
the form of rooftop solar on commercial buildings. We
also are in the process of building a platform outside
of SCE to provide industrial and commercial customers
with distributed solar generation and other services.
We continue to explore potential new business oppor-
tunities and seek to expand electrification in other
areas such as renewables, electric transportation and
water reclamation.

An important part of preparing for the future is to
ensure operational and service excellence in our core
utility business. We have a significant amount of electric
infrastructure that must be continually maintained

and improved. Above all, our customers want reliable
service at a reasonable cost, which requires us to
constantly become more efficient and integrate new
technologies that allow us to better manage the grid.
At SCE, we have undertaken an extensive review of
our operational practices and cost structure, guided by
industry best practices and benchmarking within and
outside of our industry, and have been implementing
several efficiencies.

| am pleased with what we accomplished in 2012, and
that the market reflected those achievements in our
stock price performance. We have much to accomplish
in 2013 to further strengthen our core business and
prepare for the changes in our industry.

| know our employees have the talent and zeal to make
the most of the opportunities ahead. The company
has benefited greatly from the advice and guidance of
our board of directors. | want to especially thank retiring
director Charlie Curtis for his insights and service to
the company, and for his support.

All of us at Edison International are truly excited
about the opportunity to serve our customers and
communities, and build a company of value for our
shareholders that is ready for the future.

Theodore F. Craver, Jr.
Chairman, President and Chief Executive Officer

March 1, 2013
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A large part of SCE's infrastructure invest- Building new facilities, like the Red Bluff substation in e
ment program is replacing tens of thousands Riverside County, Calif., is a key component of expanding
of its 1.5 million distribution poles each year. and upgrading SCE’s power delivery system.

GROWING THE BUSINESS

Throughout a challenging period of transformational change, one thing has remained constant at
Edison International: the remarkable growth of our Southern California Edison (SCE) utility. Over the last
six years, SCE's asset base has nearly doubled, from $11.4 billion in 2006 to $21 billion in 2012. This is
the equivalent of adding another entire utility, without the expense of an acquisition.

SCE RATE BASE GROWTH
(in billions)

Recorded, year-end basis
Forecast (Based on 2012 CPUC GRC and 2012 FERC Formula Rate)

This growth has been driven largely by our infrastructure ar 5226 st
capital investment program, designed to replace and $21.0
upgrade the electric grid that serves a population of 14 0 $18.8

million people across a 50,000-square-mile service territory. G150 s16.8

Growing our asset base ensures that we will be able 5 6125 $131

to provide reliable service to our customers for years to $11.4

come, while also creating value for shareholders. or

A major growth milestone reached in 2012 was the on- s L

time completion of our five-year Edison SmartConnect

program, in which we replaced more than 5 million oL

customer meters with digital smart meters. This upgrade 20062007 2008 2009 2010 2012012 2013 2014
to our system will allow our customers to monitor and SCE's rate base, a measure of the utility’s assets,
have greater control over their electricity usage. nearly doubled in the six years from 2006 to 2012.

The largest component of our capital investment program — more than $7 billion from 2012
through 2014 —is upgrading and replacing our local distribution system to improve reliability.

In addition, to meet state mandates for renewable energy we are building or upgrading several
new transmission lines to bring wind and solar power to the market and ease system congestion.
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Major new transmission lines, such as the
Tehachapi Renewable Transmission Project, are
being constructed to bring more renewable
energy to customers.

SCE has installed 5 million new Edison
SmartConnect digital smart meters over the
last five years;allowing SCE grid operators
to better monitor system performance.

SCE’s plan for growth also includes procuring
new sources of power, from external suppliers,
such as the new gas-fired Walnut Creek peaker
plant in City of Industry, Calif.
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Operational and service excellence is put to the test each
year when major storms cause widespread outages. SCE has
undertaken a major effort to improve communications and
response times, and SCE crews have put their learnings to
use both at home and through mutual aid to other utilities,
such as after Hurricane Sandy on the East Coast.

In 2012, SCE continued and expanded its public : Edison employees ‘demonstrated operational excellence.in October
awareness campaign on safety around electricity, " when they raised or lowered a dozen transmission and distribution
with billboards and radio and television ads in : N lines to allow safe passage for the space shuttle Endeavor as it

concert with public safety agencies. '. made its way through'city streets to the California Science Center.
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At Edison International, our core mission is safely providing reliable and affordable electric service. The key to
fulfilling that mission is operational excellence, which means constantly striving to improve performance and
service. It means benchmarking ourselves against best practices both inside and outside our industry, identifying
where we can improve, and making those improvements. And because benchmarks are constantly shifting,
repeating the process again and again.

In the area of safety, we are building a culture constantly striving to achieve an injury-free workplace. We are
adopting best practices from other utilities, and have instituted a thorough review process for all workplace
incidents to identify lessons learned and necessary improvements. At SCE we are continuing our public education
campaign on safety around electricity, and at Edison International we have broadened our involvement in
disaster preparedness by partnering with the American Red Cross on the PrepareSoCal campaign.

To improve reliability, SCE is investing billions of dollars to replace and upgrade our aging infrastructure,
which includes more than 100,000 miles of circuits and 1.5 million poles. Such a task will require operational
excellence to increase our rate of replacement while striving to improve within our first quartile position in the
J.D. Power customer satisfaction surveys. We are also taking steps to improve our response and communications
during storms and major outages.

All of these initiatives must be accomplished with minimal impact on the affordability of customer rates

by applying the principles of operational excellence to our internal processes to gain greater efficiency.

We are reducing overhead and examining ways to work smarter, with a goal of improving our core efficiency
metric of operations-and-maintenance cost per customer.

A major component of‘eperational and service excellence involvesfocusing company resources on the massive job
of replacing and upgrading the electricity grid. SCE customers expect reliable and affordable power, and achieving both
simultaneously requires operating efficiencies, lower overhead and new ways of working smarter.

e
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Preparing for the transformative changes in our
industry includes seeking out new markets for electric
power, including electrifying the transportation of
goods at the port of'Long Beach.

Transformative change is making our business more technologically intensive
and customer focused. This will require our employees to be more responsive,
adaptable and adept at managing change, which is why we are investing
significant time and effort building the capacity of our management and the
technological capabilities of our workers.

PREPARING FOR TRANSFORMATIVE CHANGE

The electric power industry is undergoing an unprecedented period of transformative change.
Hydraulic fracturing has made domestic natural gas plentiful and cheap. Distributed generation,
such as photovoltaic solar panels, is becoming a viable alternative for customers as costs fall
and technology improves. Our strategy at Edison International has been to position the company
for the future by anticipating these transformative changes rather than reacting to them.

nange

A key effort is seeking new business opportunities in the electric sector. We are exploring several
ways to increase the use of electricity while also helping meet broader public policy objectives of
energy security and environmental stewardship.

One example is electrification of transportation, which includes not only plug-in electric vehicles
but also the movement of goods from ports to their final destination, as well as mass transit.
We are also in the process of building a platform outside of SCE to provide industrial and com-
mercial customers with distributed solar generation and other services. Other opportunities we
are exploring include electric vehicle rentals and water reclamation projects.

Our business is rapidly becoming more technology focused and customer oriented. As a result,
our employees must become more flexible, more entrepreneurial and better able to manage
change. We are continuing to develop our talent pool with training programs to enhance the
capabilities of front line supervisors and executives and the technological skills of our workers.
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Distributed generation, such as photovoltaic solar
panels, is one of the transformative changes that is
upon us now. SCE has considerable experience
installing solar generation on industrial rooftops,
and Edison International is developing a new

" business to expand this service to more customers,
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Edison’s Advanced Technology centers in Westminster and Pomona, Calif., are helping keep the

company on the leading edge of transformative change by researching the possibilities for large-scale
battery storage of electricity and plug-in electric vehicles.




EDISON INTERNATIONAL 2012 ANNUAL REPORT PAGE 10

Integrity

Excellence

Respect

Continuous Improvement
Teamwork

Together we provide an indispensable
service that powers society.

We are a single enterprise that is stronger
than the sum of its parts.

We operate safely

We meet customer needs

We value diversity

We build productive partnerships

We protect the environment

We learn from experience and improve
We grow the value of our business



Edison International
and
Southern California Edison Company

For the Year Ended December 31, 2012
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¥ ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934
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O TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934

For the transition period from to
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1-9936 EDISON INTERNATIONAL California 95-4137452
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during the preceding 12 months (or for such shorter period that the registrant was required to file such reports), and (2) has been subject to such filing
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be submitted and posted pursuant to Rule 405 of Regulation S-T (§ 232.405 of this chapter) during the preceding 12 months (or for such shorter period that
the registrant was required to submit and post such files).

Edison International Yes MINo O Southern California Edison Company Yes MINo O
Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K is not contained herein, and will not be contained, to the
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Form 10-K.

Edison International ] Southern California Edison Company M

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer or a smaller reporting company. See
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GLOSSARY

The following terms and abbreviations appearing in the text of this report have the meanings indicated below.

2012 Form 10-K ................ Edison International's Annual Report on Form 10-K for the year-ended December 31, 2012
2010 Tax Relief Act........... Tax Relief, Unemployment Insurance Reauthorization and Job Creation Act of 2010
APS .o, Arizona Public Service Company
ARO(S) covveireeieeiieeieeene asset retirement obligation(s)
BACT....cooiiieiieeee, best available control technology
Bankruptcy Code............... Chapter 11 of the United States Bankruptcy Code
Bankruptcy Court............... United States Bankruptcy Court for the Northern District of Illinois, Eastern Division
Bef o billion cubic feet
Big4 oo Kern River, Midway-Sunset, Sycamore and Watson natural gas power projects
CAA ..o Clean Air Act
CAISO .ot California Independent System Operator
CARB ...coviiiiieriiciee California Air Resources Board
CDWR.....ccveiieeeeee California Department of Water Resources
CEC .t California Energy Commission
Competitive Businesses..... competitive businesses related to the delivery and use of electricity
CPUC......ooiriieiiciene California Public Utilities Commission
CRRS...ooovvieeieieceeene congestion revenue rights
DOE....coiiieieiee U.S. Department of Energy
EME....cooioiiiiiieeieiee Edison Mission Energy
211 (€ Edison Mission Group Inc.
EPS oo earnings per share
ERRA.....cooiiiiieiee energy resource recovery account
FASB ..o, Financial Accounting Standards Board
FERC ...ccoiiiiiiee Federal Energy Regulatory Commission
FIP(S) evveveeieieeeee e federal implementation plan(s)
Four Corners......ccccccceene.e. coal fueled electric generating facility located in Farmington, New Mexico in
which SCE holds a 48% ownership interest
GAAP .o generally accepted accounting principles
GHG ...ooovvvveeeeeeeee greenhouse gas
Global Settlement.............. A settlement between Edison International and the IRS that resolved federal tax disputes

related to Edison Capital's cross-border, leveraged leases through 2009, and all other
outstanding federal tax disputes and affirmative claims for tax years 1986 through 2002 and
related matters with state tax authorities.

GRC...ooieeeee general rate case

GWh .o gigawatt-hours

IRS o Internal Revenue Service

ISO .o Independent System Operator

KWHh(S) .eoovieieieeieieeieee kilowatt-hour(s)

MD&A.....ooieieieieeeee Management's Discussion and Analysis of Financial Condition and Results
of Operations in this report

MHI ..o Mitsubishi Heavy Industries, Inc.

Mohave........ccocvvevereeennnne. two coal fueled electric generating facilities that no longer operate located
in Clark County, Nevada in which SCE holds a 56% ownership interest

Moody's ...cceevereeiiee Moody's Investors Service

MW e, megawatts



MWh..ooiiiiiieieee megawatt-hours

NAAQS ..o national ambient air quality standards

NERC ... North American Electric Reliability Corporation

Ninth Circuit........cceevennenne U.S. Court of Appeals for the Ninth Circuit

NRC...oiieeeeeeee Nuclear Regulatory Commission

NSR e, New Source Review

Palo Verde.......cccevveueennne. large pressurized water nuclear electric generating facility located near
Phoenix, Arizona in which SCE holds a 15.8% ownership interest

PBOP(S) ...oevevieieeeeene postretirement benefits other than pension(s)

Petition Date............ccoc....... December 17, 2012 (date on which EME and certain wholly-owned subsidiaries filed for
protection under Chapter 11 of the Bankruptcy Code)

PG&E ..o Pacific Gas & Electric Company

PSD.coiiiiiiicceee Prevention of Significant Deterioration

(0] 31 ) SRR qualifying facility(ies)

ROE...ooiieiieieee return on equity

S&EP...ooiieieeieeee Standard & Poor's Ratings Services

San Onofre........ccocevveruennee large pressurized water nuclear electric generating facility located in south
San Clemente, California in which SCE holds a 78.21% ownership interest

SCE .o Southern California Edison Company

SCRuceeeeeeee e selective catalytic reduction equipment

SDG&E.......ccccovvveiieiennene San Diego Gas & Electric

SEC ..ot U.S. Securities and Exchange Commission

SED...ccoviiiiininenieneeene Safety and Enforcement Division of the CPUC, formerly known as the Consumer Protection
and Safety Division or CPSD

Settlement Transaction....... Certain transactions related to EME's Chapter 11 bankruptcy filing that the parties to the
Support Agreement have by virtue of that agreement agreed to further document and support

Support Agreement............ Transaction Support Agreement dated as of December 16, 2012 by and among Edison
Mission Energy, Edison International and the Noteholders named therein

USEPA ... U.S. Environmental Protection Agency

VIE(S) cvevieieieeieieeeeee variable interest entity(ies)
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FORWARD-LOOKING STATEMENTS

This Annual Report on Form 10-K contains "forward-looking statements" within the meaning of the Private Securities
Litigation Reform Act of 1995. Forward-looking statements reflect Edison International's and SCE's current expectations and
projections about future events based on Edison International's knowledge of present facts and circumstances and
assumptions about future events and include any statement that does not directly relate to a historical or current fact. Other
information distributed by Edison International and SCE that is incorporated in this report, or that refers to or incorporates
this report, may also contain forward-looking statements. In this report and elsewhere, the words "expects," "believes,"
"anticipates," "estimates," "projects," "intends," "plans," "probable," "may," "will," "could," "would," "should," and variations
of such words and similar expressions, or discussions of strategy or of plans, are intended to identify forward-looking
statements. Such statements necessarily involve risks and uncertainties that could cause actual results to differ materially
from those anticipated. Some of the risks, uncertainties and other important factors that could cause results to differ from
those currently expected, or that otherwise could impact Edison International and SCE, include, but are not limited to:

nn nn nn nn nn

» cost of capital and the ability of Edison International or its subsidiaries to borrow funds and access the capital markets on
reasonable terms;

* ability of SCE to recover its costs in a timely manner from its customers through regulated rates;
» decisions and other actions by the CPUC, the FERC and other regulatory authorities and delays in regulatory actions;

» possible customer bypass or departure due to technological advancements or cumulative rate impacts that make self-
generation or use of alternative energy sources economically viable;

« risks inherent in the construction of transmission and distribution infrastructure replacement and expansion projects,
including those related to project site identification, public opposition, environmental mitigation, construction, permitting,
power curtailment costs (payments due under power contracts in the event there is insufficient transmission to enable the
acceptance of power delivery), and governmental approvals;

 risks associated with the operation of transmission and distribution assets and nuclear and other power generating
facilities including: nuclear fuel storage issues, public safety issues, failure, availability, efficiency, output, cost of repairs
and retrofits of equipment and availability and cost of spare parts;

* risk that Unit 2 and/or Unit 3 at San Onofre may not recommence operations or may require extensive repairs or
replacement of the steam generators; with the cost of the related outcome not being recoverable from SCE's supplier,
insurance coverage or through regulatory processes;

» cost and availability of electricity, including the ability to procure sufficient resources to meet expected customer needs to
replace power and voltage support that would have been provided by San Onofre but for the current outage or in the event
of other power plant outages or significant counterparty defaults under power-purchase agreements;

» environmental laws and regulations, at both the state and federal levels, or changes in the application of those laws, that
could require additional expenditures or otherwise affect the cost and manner of doing business;

« failure of the Bankruptcy Court to approve the Settlement Transaction related to the EME bankruptcy, which would
impact the anticipated benefits to Edison International from the Settlement Transaction;

» changes in the fair value of investments and other assets;

» changes in interest rates and rates of inflation, including escalation rates, which may be adjusted by public utility
regulators;

« governmental, statutory, regulatory or administrative changes or initiatives affecting the electricity industry, including the
market structure rules applicable to each market and price mitigation strategies adopted by the California Independent
System Operator, Regional Transmission Organizations, and adjoining regions;

 availability and creditworthiness of counterparties and the resulting effects on liquidity in the power and fuel markets and/
or the ability of counterparties to pay amounts owed in excess of collateral provided in support of their obligations;

* cost and availability of labor, equipment and materials;

« ability to obtain sufficient insurance, including insurance relating to SCE's nuclear facilities and wildfire-related liability,
and to recover the costs of such insurance or in the absence of insurance the ability to recover uninsured losses;

1



+ effects of legal proceedings, changes in or interpretations of tax laws, rates or policies;
» potential for penalties or disallowances caused by non-compliance with applicable laws and regulations;

» cost and availability of fuel for generating facilities and related transportation to the extent not recovered through
regulated rate cost escalation provisions or balancing accounts;

+ cost and availability of emission credits or allowances for emission credits;

* transmission congestion in and to each market area and the resulting differences in prices between delivery points;

» ability to provide sufficient collateral in support of hedging activities and power and fuel purchased;

 risk that competing transmission systems will be built by merchant transmission providers in SCE's service area; and
» weather conditions and natural disasters.

See "Risk Factors" in Part I, Item 1A of this report for additional information on risks and uncertainties that could cause
results to differ from those currently expected or that otherwise could impact Edison International, SCE or their subsidiaries.

Additional information about risks and uncertainties, including more detail about the factors described in this report, is
contained throughout this report. Readers are urged to read this entire report, including the information incorporated by
reference, and carefully consider the risks, uncertainties and other factors that affect Edison International's and SCE's
businesses. Forward-looking statements speak only as of the date they are made and neither Edison International nor SCE are
obligated to publicly update or revise forward-looking statements. Readers should review future reports filed by Edison
International and SCE with the SEC.

Except when otherwise stated, references to each of Edison International, SCE, EMG, EME or Edison Capital mean each
such company with its subsidiaries on a consolidated basis. References to "Edison International Parent and Other" mean
Edison International Parent and its consolidated non-utility subsidiaries.



PART I
ITEM 1. BUSINESS
INTRODUCTION

Edison International was incorporated on April 20, 1987, under the laws of the State of California for the purpose of
becoming the parent holding company of SCE, a California public utility corporation, and subsidiaries that are competitive
businesses related to the delivery or use of electricity (the "Competitive Businesses"). As a holding company, Edison
International's progress and outlook are dependent on developments at its operating subsidiaries.

The principal executive offices of Edison International and SCE are located at 2244 Walnut Grove Avenue, P.O. Box 976,
Rosemead, California 91770, and the telephone numbers are (626) 302-2222 for Edison International and (626) 302-1212 for
SCE.

This is a combined Annual Report on Form 10-K for Edison International and SCE. Edison International and SCE make
available at www.edisoninvestor.com: Annual Reports on Form 10-K, Quarterly Reports on Form 10-Q, Current Reports on
Form 8-K, Proxy Statements and amendments to those reports filed or furnished pursuant to Section 13(a) or 15(d) of the
Securities Exchange Act, as soon as reasonably practicable after Edison International and SCE electronically file such
material with, or furnishes it to, the SEC. Such reports are also available on the SEC's internet website at www.sec.gov. The
information contained on, or connected to, the Edison investor website is not incorporated by reference into this report.

Subsidiaries of Edison International

SCE is an investor-owned public utility primarily engaged in the business of supplying electricity to an approximately 50,000
square-mile area of southern California. The SCE service territory contains a population of nearly 14 million people and SCE
serves the population through approximately 5 million customer accounts. In 2012, SCE's total operating revenue of

$11.9 billion was derived as follows: 41.4% commercial customers, 42.2% residential customers, 5.5% industrial customers,
0.5% resale sales, 5.2% public authorities, and 5.2% agricultural and other customers. Sources of energy to serve SCE's
customers during 2012 were approximately: 75% purchased power and 25% SCE-owned generation.

Prior to December 17, 2012, Edison International had a competitive power generation segment (EMG), the majority of which
consisted of its indirectly, wholly-owned subsidiary, EME. EME is a holding company with subsidiaries and affiliates
engaged in the business of developing, acquiring, owning or leasing, operating and selling energy and capacity from
independent power production facilities. On December 17, 2012 (the "Petition Date"), EME and certain of its wholly-owned
subsidiaries filed voluntary petitions for relief under Chapter 11 of the United States Bankruptcy Code (the "Bankruptcy
Code") in the United States Bankruptcy Court for the Northern District of Illinois, Eastern Division (the "Bankruptcy
Court"). The EME companies that filed for bankruptcy retained control of their assets and are authorized to operate their
businesses as debtors-in-possession under the jurisdiction of the Bankruptcy Court. The factors that led EME and certain of
its wholly owned subsidiaries to take this action are discussed in the MD&A and in Note 17 of Item 8. Notes to Consolidated
Financial Statements. As a result of the bankruptcy filing and beginning on the Petition Date, Edison International determined
that it no longer retains significant influence over EME and accordingly, EME's results of operations are no longer
consolidated with those of Edison International. Additionally, EME's results of operations prior to December 17, 2012 and for
prior periods, are reflected as discontinued operations in the consolidated financial statements and Edison International now
accounts for its investment in EME using the cost method of accounting prospectively.

EME, Edison International and certain of EME's senior unsecured noteholders have entered into a Transaction Support
Agreement dated December 16, 2012 (the “Support Agreement”) in which each party agrees, subject to certain conditions, to
further document and support Bankruptcy Court approval of certain transactions (collectively, the “Settlement Transaction™),
including Edison International's ceasing to have any continuing ownership interest in EME following effectiveness of a plan
of reorganization. For further information regarding the Support Agreement and Settlement Transaction, see "Management
Overview—EME Chapter 11 Bankruptcy Filing" in the MD&A.

Edison International continues to see merit in the ownership and operation of Competitive Businesses as a matter of corporate
strategy and is exploring business ventures in a number of areas related to the provision of electric power and infrastructure,
including distributed generation, electrification of transportation, water purification, and power management services to the
commercial and industrial sector. Edison International has several subsidiaries that have been formed to hold assets, equity
interests and businesses in emerging sectors of the electricity industry. To date, the holdings of these subsidiaries are not
material for financial reporting purposes.


http://www.edisoninvestor.com:
http://www.sec.gov

Regulation of Edison International as a Holding Company

Edison International and its subsidiaries are subject to extensive regulation. As a public utility holding company, Edison
International is subject to the Public Utility Holding Company Act. The Public Utility Holding Company Act primarily
obligates Edison International and its utility subsidiaries to provide access to their books and records to the FERC and the
CPUC for ratemaking purposes.

Edison International is not a public utility and its capital structure is not regulated by the CPUC. The 1988 CPUC decision
authorizing SCE to reorganize into a holding company structure, however, contains certain obligations on Edison
International and its affiliates. These obligations include a requirement that SCE's dividend policy shall continue to be
established by SCE's Board of Directors as though SCE were a stand-alone utility company, and that the capital requirements
of SCE, as deemed to be necessary to meet SCE's service obligations, shall receive first priority from the Boards of Directors
of Edison International and SCE. The CPUC has also promulgated Affiliate Transaction Rules, which, among other
requirements, prohibit holding companies from (1) being used as a conduit to provide non-public information to a utility's
affiliate and (2) causing or abetting a utility's violation of the rules, including providing preferential treatment to affiliates.

Employees

At December 31, 2012, Edison International and its consolidated subsidiaries had an aggregate of 16,593 full-time
employees, 16,515 of which are full-time employees at SCE.

Insurance

Edison International maintains a property and casualty insurance program for itself and its subsidiaries and excess liability
insurance covering liabilities to third parties for bodily injury or property damage resulting from operations. These policies
are subject to specific retentions, sub-limits and deductibles, which are comparable to those carried by other utility and
electric generating companies of similar size. SCE also has separate insurance programs for nuclear property and liability,
workers compensation and solar rooftop construction. For further information on nuclear and wildfire insurance, see "Item 8.
Notes to Consolidated Financial Statements—Note 9. Commitments and Contingencies."

SOUTHERN CALIFORNIA EDISON COMPANY
Regulation

CPUC

The CPUC has the authority to regulate, among other things, retail rates, energy purchases on behalf of retail customers, rate
of return, issuance of securities, disposition of utility assets and facilities, oversight of nuclear decommissioning funding and
costs, and aspects of the transmission system planning, site identification and construction.

FERC

The FERC has the authority to regulate wholesale rates as well as other matters, including unbundled transmission service
pricing, accounting practices, and licensing of hydroelectric projects. The FERC also has jurisdiction over a portion of the
retail rates and associated rate design.

NERC

The FERC assigned administrative responsibility to the NERC to establish and enforce reliability standards and critical
infrastructure protection standards, which protect the bulk power system against potential disruptions from cyber and
physical security breaches. The critical infrastructure protection standards focus on controlling access to critical physical and
cyber security assets. Compliance with these standards is mandatory. The maximum penalty that may be levied for violating a
NERC reliability or critical infrastructure protection standard is $1 million per violation, per day.

SCE has a formal cyber security program that is staffed and has a dedicated budget. The program covers SCE's information
technology systems as well as supervisory control and data acquisition systems for the electric grid. Program staff is engaged
with industry groups as well as public-private initiatives to reduce risk and to strengthen the security and reliability of SCE's
systems and infrastructure. The program is also engaged in the protection of SCE's customer information.

Transmission and Substation Facilities Regulation

The construction, planning and project site identification of SCE's transmission lines and substation facilities require the
approval of many governmental agencies and compliance with various laws. These agencies include utility regulatory
commissions such as the CPUC and other state regulatory agencies depending on the project location; the CAISO, and other
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environmental, land management and resource agencies such as the Bureau of Land Management, the U.S. Forest Service,
and the California Department of Fish and Game; and regional water quality control boards. In addition, to the extent that
SCE transmission line projects pass through lands owned or controlled by Native American tribes, consent and approval from
the affected tribes and the Bureau of Indian Affairs are also necessary for the project to proceed.

CEC

The construction, planning, and project site identification of SCE's power plants (excluding solar and hydro plants) of

50 MW or greater within California are subject to the jurisdiction of the CEC. The CEC is also responsible for forecasting
future energy needs. These forecasts are used by the CPUC in determining the adequacy of SCE's electricity procurement
plans.

Nuclear Power Plant Regulation

SCE is subject to the jurisdiction of the NRC with respect to the safety of its San Onofre and Palo Verde Nuclear Generating
Stations. The NRC regulates commercial nuclear power plants through licensing, oversight and inspection, performance
assessment, and enforcement of its requirements. For further information, see "Management Overview—San Onofre Outage,
Inspection and Repair Issues" in the MD&A.

Operating License Renewal

In April 2011, the NRC extended the operating license for Palo Verde Operating Units 1, 2 and 3 for an additional 20 years, to
2045, 2046 and 2047, respectively. San Onofre's current operating licenses for Units 2 and 3 will expire in 2022. The NRC's
review of a license renewal application typically takes three to five years. Prior to filing a license renewal application at the
NRC, SCE would make an application to the CPUC to demonstrate the cost effectiveness of continuing operations at San
Onofre and to seek authority to recover the cost of seeking a license renewal at the NRC and pursuing approvals from other
state and federal agencies, such as the Department of the Navy and the California Coastal Commission. SCE has made no
decision to seek license renewal or to file an application for cost recovery at the CPUC. If SCE were to choose not to pursue
license renewal or if SCE' efforts to obtain license renewal were not successful, SCE will need to determine what generation
and transmission alternatives would need to be made available to replace the capacity, energy, and grid reliability benefits that
SCE's customers now receive from San Onofre by the time San Onofre ceases generating electricity. Should SCE decide to
pursue a license renewal for San Onofre, SCE will likely need to simultaneously consider generation and transmission
alternatives given the long lead times for the NRC to approve a license renewal and to site, permit and construct new
generation and transmission facilities. The costs of these alternatives could be substantial. SCE completed several
transmission upgrades to ensure grid reliability with San Onofre not operating during the summer of 2012 and is currently
pursuing additional transmission upgrades should San Onofre not operate during the summer of 2013.

Overview of Ratemaking Process

CPUC

Revenue authorized by the CPUC through triennial GRC proceedings is intended to provide SCE a reasonable opportunity to
recover its costs and earn a return on its net investments in generation and distribution assets and general plant (also referred
to as “rate base”). The CPUC sets an annual revenue requirement for the base year which is made up of the operation and
maintenance costs, taxes and a return consistent with the capital structure (discussed below). The return is established by
multiplying an authorized rate of return, determined in separate cost of capital proceedings, by SCE's authorized CPUC rate
base. In the GRC proceedings, the CPUC also generally approves the level of capital spending on a forecast basis. Following
the base year, the revenue requirements for the remaining two years are set by a methodology established in the GRC
proceeding, which generally, among other items, includes annual allowances for escalation in operation and maintenance
costs, additional changes in capital-related investments and the recovery for expected nuclear refueling outages.

SCE's authorized revenue requirements for 2009, 2010, and 2011 were $4.8 billion, $5.0 billion, and $5.3 billion,
respectively. In November 2012, the CPUC approved a decision authorizing a revenue requirement of approximately

$5.7 billion for 2012 and a formula that would result in authorized revenue requirements of approximately $5.8 billion and
$6.2 billion for 2013 and 2014, respectively. For further discussion of the 2012 GRC, see “Management Overview—2012
CPUC General Rate Case” in the MD&A.

CPUC rates decouple authorized revenue from the volume of electricity sales so that SCE earns revenue equal to amounts
authorized. Differences between amounts collected and authorized levels are either collected from or refunded to customers,
and, therefore, such differences do not impact operating revenue. Accordingly, SCE is neither benefited nor burdened by the
volumetric risk related to retail electricity sales.



The CPUC regulates SCE's capital structure and authorized rate of return. SCE's current authorized capital structure is 48%
common equity, 43% long-term debt and 9% preferred equity. SCE's current authorized cost of capital, as authorized by the
CPUC in December 2012 as part of the 2013 Cost of Capital Application, consists of: cost of long-term debt of 5.49%, cost
of preferred equity of 5.79% and return on common equity of 10.45%. These costs were implemented in rates effective
January 1, 2013. For further discussion of the 2013 Cost of Capital Application, see “Management Overview—2013 Cost of
Capital Application” in the MD&A.

Balancing accounts (also referred to as cost-recovery mechanisms) are typically used to track and recover SCE's costs of fuel,
purchased-power, and certain operation and maintenance expenses, including certain demand-side management program
costs. SCE earns no return on these activities and although differences between forecasted and actual costs do not impact
earnings, such differences do impact cash flows and can change rapidly.

SCE's balancing account for fuel and power procurement-related costs is referred to as the ERRA mechanism. SCE sets rates
based on an annual forecast of the costs that it expects to incur during the subsequent year. In addition, the CPUC has
established a "trigger" mechanism for the ERRA balancing account that allows for a rate adjustment if the balancing account
over- or under-collection exceeds 5% of SCE's prior year's revenue that is classified as generation for retail rates. For 2013,
the trigger amount is approximately $280 million.

The majority of procurement-related costs eligible for recovery through cost-recovery rates are effectively pre-approved by
the CPUC through a procurement plan with predefined standards that establish the eligibility for cost recovery. If such costs
are subsequently found to be non-compliant with this procurement plan, then this could negatively impact SCE's earnings and
cash flows. In addition, the CPUC retrospectively reviews outages associated with utility-owned generation and SCE's power
procurement contract administration activities through the annual ERRA review proceeding. If SCE is found to be
unreasonable or imprudent with respect to its utility-owned generation outages and contract administration activities, then
this could negatively impact SCE's earnings and cash flows.

FERC

Revenue authorized by the FERC is intended to provide SCE with recovery of its prudently-incurred transmission costs,
including a return on its net investment in transmission assets. In August 2011, the FERC accepted, subject to refund and
settlement procedures, SCE's request to implement a formula rate effective January 1, 2012 to determine SCE's FERC
transmission revenue requirement, including its construction work in progress ("CWIP") revenue requirement that was
previously recovered through a separate mechanism. Under operation of the formula rate, transmission revenue will be trued-
up to actual cost of service annually. At December 31, 2012, revenue collected in excess of recognized revenue under the
proposed formula rate was $106 million. Under the formula rate, the transmission revenue requirement and rates are updated
each October 1, to reflect a forecast of costs for the upcoming rate period, as well as a true up of costs incurred by SCE in the
prior calendar year. Settlement discussions regarding the formula rate are ongoing. In September 2012, SCE filed its first
formula rate update with the FERC. For further discussion of SCE's FERC formula rates, see “Liquidity and Capital
Resources—SCE—Regulatory Proceedings—FERC Formula Rates” in the MD&A.

Retail Rates Structure

To develop retail rates, the authorized revenue requirements are allocated among all customer classes (residential,
commercial, industrial and agricultural) on a functional basis (i.e., generation, distribution, transmission, etc.). Specific rate
components are designed to recover the authorized revenue allocated to each customer class.

Currently, SCE has a five tier residential rate structure. Each tier represents a certain electricity usage level and within each
increasing usage level, the electricity is priced at a higher rate per kilowatt hour. The first tier is a baseline tier and has the
lowest rate per kilowatt hour. "Baseline" refers to a specific amount of energy allocated for residential customers that is
charged at a lower price than energy used in excess of that amount. Baseline quantities are determined by SCE for approval
by the CPUC using average residential electricity consumption for nine geographical regions in southern and central
California.

The intent of the baseline and the tiered structure is to provide a portion of reasonable energy needs (baseline usage) of
residential customers at the lowest rate, and to encourage conservation of energy by increasing the rate charged as energy
usage increases. Statutory restrictions on tier one and two rates have shifted some of the cost of residential rate increases to
the higher tier/usage customers. As part of the second phase of SCE's 2012 GRC, SCE requested certain rate design
modifications that are intended to provide a more equitable, cost-based rate design. A decision in the second phase is
expected in the first half of 2013.



Energy Efficiency Incentive Mechanism

In December 2012, the CPUC adopted an energy efficiency incentive mechanism for the 2010 — 2012 energy efficiency
program performance period. The mechanism uses an incentive calculation that is based on actual energy efficiency
expenditures. The December 2012 CPUC decision provided shareholder earnings for the 2010 program performance period
and allows SCE the opportunity to claim future shareholder earnings in both 2013 and 2014 associated with SCE's 2011 and
2012 program performance periods using this incentive calculation. A proposed decision on the mechanism for the 2013 —
2014 program years is expected in the first quarter of 2013. For further discussion of SCE's energy efficiency incentive
awards for 2010, 2011 and 2012, see “Liquidity and Capital Resources—SCE—Regulatory Proceedings—Energy Efficiency
Incentive Mechanism” in the MD&A.

CDWR-Related Rates

As a result of the California energy crisis, in 2001 the CDWR entered into contracts to purchase power for sale at cost
directly to SCE's retail customers and issued bonds to finance those power purchases. The CDWR's total statewide power and
bond charge revenue requirements were allocated by the CPUC among the customers of the investor-owned utilities (SCE,
PG&E and SDG&E). SCE billed and collected from its customers the costs of power purchased and sold by the CDWR. All
CDWR power contracts that were allocated to SCE expired by the end of 2011. SCE will continue to bill and collect CDWR
bond-related charges and direct access exit fees until 2022. The CDWR-related charges and a portion of direct access exit
fees that are remitted directly to the CDWR are not recognized as operating revenue; but affect customer rates. See "Results
of Operations—SCE—Supplemental Operating Revenue Information" in the MD&A for further discussion of the impact of
CDWR charges on customer rates.

Purchased Power and Fuel Supply

SCE obtains power needed to serve its customers from its generating facilities and purchases from qualifying facilities,
independent power producers, the CAISO, and other utilities.

Natural Gas Supply

SCE requires natural gas to meet contractual obligations for power tolling agreements (power contracts in which SCE has
agreed to provide or pay for the natural gas burned to generate electricity). SCE also requires natural gas to fuel its
Mountainview and peaker plants, which are generation units that are designed to operate in response to changes in demand
for power. The physical natural gas purchased by SCE is subject to competitive bidding.

Nuclear Fuel Supply

For San Onofre Units 2 and 3, contractual arrangements are in place covering 100% of the projected nuclear fuel
requirements through the years indicated below. These arrangements are under review as a result of events at San Onofre. For
more information, see "Management Overview—San Onofre Outage, Inspection and Repair Issues" in the MD&A.

Uranium concentrates 2020
Conversion 2020
Enrichment 2020
Fabrication 2015

For Palo Verde, contractual arrangements are in place covering 100% of the projected nuclear fuel requirements through the
years indicated below.

Uranium concentrates 2018
Conversion 2018
Enrichment 2020
Fabrication 2016

Coal Supply

On January 1, 2010, SCE and the other Four Corners co-owners entered into a Four Corners Coal Supply Agreement with the
BHP Navajo Coal Company, to supply coal to Four Corners Units 4 and 5 until July 6, 2016. In November 2010, SCE entered
into an agreement to sell its interest in Four Corners to APS, subject to certain conditions including securing a long-term fuel

7



supply agreement for the plant that extends beyond 2016. See "Item 8. Notes to Consolidated Financial Statements—Note 2.
Property, Plant and Equipment" for more information on the pending sale of SCE's interest in Four Corners. In December
2012, BHP Navajo Coal Company and the Navajo Nation announced that they are in negotiations to transfer ownership of the
coal mining operation that supplies Four Corners. The Four Corners co-owners (other than SCE), BHP Navajo Coal
Company and the Navajo Nation are currently negotiating a potential new Coal Supply Agreement for Four Corners to extend
beyond 2016.

CAISO Wholesale Energy Market

In California and other states, wholesale energy markets exist through which competing electricity generators offer their
electricity output to electricity retailers. Each state's wholesale electricity market is generally operated by its state ISO or a
regional RTO. California's wholesale electricity market is operated by the CAISO. The CAISO schedules power in hourly
increments with hourly prices through a real-time and day-ahead market that combines energy, ancillary services, unit
commitment and congestion management. SCE participates in the day-ahead and real-time markets for the sale of its
generation and purchases of its load requirements.

The CAISO uses a nodal locational pricing model, which sets wholesale electricity prices at system points ("nodes") that
reflect local generation and delivery costs. Generally, SCE schedules its electricity generation to serve its load but when it has
excess generation or the market price of power is more economic than its own generation, SCE may sell power from utility-
owned generation assets and existing power procurement contracts into, or buy generation and/or ancillary services to meet
its load requirements from, the day-ahead market. SCE will offer to buy its generation at nodes near the source of the
generation, but will take delivery at nodes throughout SCE's service territory. Congestion may occur when available energy
cannot be delivered due to transmission constraints, which results in transmission congestion charges and differences in
prices at various nodes. The CAISO also offers congestion revenue rights or CRRs, a commodity that entitles the holder to
receive (or pay) the value of transmission congestion between specific nodes, acting as an economic hedge against
transmission congestion charges.

Competition

Because SCE is an electric utility company operating within a defined service territory pursuant to authority from the CPUC,
SCE faces retail competition only to the extent that federal and California laws permit other entities to provide electricity and
related services to customers within SCE's service territory. While California law provides only limited opportunities for
customers to choose to purchase power directly from an energy service provider other than SCE, a California statute was
adopted in 2009 that permits a limited, phased-in expansion of customer choice (direct access) for nonresidential customers.
SCE also faces some competition from cities and municipal districts that create municipal utilities or community choice
aggregators. Competition between SCE and other electricity providers is conducted mainly on the basis of price. The effect of
this competition on SCE generally is to reduce the number of customers purchasing power from SCE, but those departing
customers typically continue to utilize and pay for SCE's transmission and distribution services.

SCE faces increased competition from distributed power generation alternatives, such as roof-top solar facilities, becoming
available to its customers as a result of technological developments, federal and state subsidies, and declining costs of such
alternatives. See "Item 1A. Risk Factors—Risks Relating to Southern California Edison Company—Regulatory Risks."

In the area of transmission infrastructure, SCE may experience increased competition from merchant transmission providers.
The FERC has made changes to its transmission planning requirements with the goal of opening transmission development to
competition from independent developers. In July 2011, the FERC adopted new rules that remove incumbent public utility
transmission owners' federally-based right of first refusal to construct certain new transmission facilities. The rules direct
regional entities, such as ISOs, to create new processes that would allow other providers to develop certain types of new
transmission projects. The CAISO filed its processes, as required by the rule, with the FERC in October 2012. The FERC has
not yet approved these processes. The majority of SCE's 2013 — 2014 transmission capital forecast relates to transmission
projects that have been approved by the CAISO and barring a re-evaluation under the new rules, will not be subject to the
new processes. SCE does not expect these projects to be re-evaluated. The impact of the new rules on future transmission
projects will depend on the processes ultimately implemented by regional entities.

Properties

SCE supplies electricity to its customers through extensive transmission and distribution networks. Its transmission facilities,
which include sub-transmission facilities and are located primarily in California but also in Nevada and Arizona, deliver
power from generating sources to the distribution network and consist of lines ranging from 33 kV to 500 kV and substations.
SCE's distribution system, which takes power from substations to customers, includes over 59,000 circuit miles of overhead



lines, 44,000 circuit miles of underground lines and over 700 distribution substations, all of which are located in California.
SCE owns the generating facilities listed in the following table.

SCE's Net SCE's
Location Ownership Physical Capacity
(in CA, unless Interest ~ Capacity  pro rata share
Generating Facility otherwise noted) Fuel Type Operator (%) (in MW) (in MW)
San Onofre Nuclear Generating South of San
Station Clemente Nuclear SCE 78.21% 2,150 1,760
Hydroelectric Plants (36) Various Hydroelectric SCE 100% 1,176 1,176
Pebbly Beach Generating Station Catalina Island Diesel SCE 100% 9 9
Mountainview Redlands Natural Gas SCE 100% 1,050 1,050
Gas fueled
Combustion
Peaker Plants (5) Various Turbine SCE 100% 245 245
Palo Verde Nuclear Generating
Station Phoenix, AZ Nuclear APS 15.8% 3,739 591
Four Corners Units 4 and 5 Farmington, NM  Coal-fired APS 48% 1,540 739
Solar PV Plants (24) Various Photovoltaic SCE 100% 63 63
Total 9,972 5,633

In November 2010, SCE entered into an agreement to sell its interest in Four Corners to APS for approximately $294 million.
The sale remains contingent upon APS obtaining a satisfactory long-term coal supply agreement for the plant. As of

January 2013, the sale agreement may be terminated by either party. As of the date of this report, the agreement has not been
terminated by either party. The purchase price is subject to certain adjustments under the sale agreement, which includes,
among other adjustments, a reduction in the purchase price of $7.5 million for each month between October 1, 2012 and the
closing date. See "Item 8. Notes to Consolidated Financial Statements—Note 2. Property, Plant and Equipment" for more
information.

San Onofre, Four Corners, certain of SCE's substations, and portions of its transmission, distribution and communication
systems are located on lands owned by the federal, state or local governments under licenses, permits, easements or leases, or
on public streets or highways pursuant to franchises. Certain of the documents evidencing such rights obligate SCE, under
specified circumstances and at its expense, to relocate such transmission, distribution, and communication facilities located
on lands owned or controlled by federal, state, or local governments.

Thirty-one of SCE's 36 hydroelectric plants and related reservoirs are located in whole or in part on U.S.-owned lands and are
subject to FERC licenses. Twenty of these plants have 29- to 40-year FERC licenses that expire at various times between
2021 and 2046. Eight plants are currently being relicensed and are operating under temporary annual permits with new FERC
licenses expected within one to two years and three plants are not operating and undergoing decommissioning. FERC
licenses impose numerous restrictions and obligations on SCE, including the right of the United States to acquire projects
upon payment of specified compensation. When existing licenses expire, the FERC has the authority to issue new licenses to
third parties that have filed competing license applications, but only if their license application is superior to SCE's and then
only upon payment of specified compensation to SCE. New licenses issued to SCE are expected to contain more restrictions
and obligations than the expired licenses because laws enacted since the existing licenses were issued require the FERC to
give environmental objectives greater consideration in the licensing process. Substantially all of SCE's properties are subject
to the lien of a trust indenture securing first and refunding mortgage bonds. See "Item 8. Notes to Consolidated Financial
Statements—Note 5. Debt and Credit Agreements."

Seasonality

Due to warm weather during the summer months and SCE's rate design, operating revenue during the third quarter of each
year is generally higher than the other quarters.

ENVIRONMENTAL REGULATION OF EDISON INTERNATIONAL AND SUBSIDIARIES

Legislative and regulatory activities by federal, state, and local authorities in the United States relating to energy and the
environment impose numerous restrictions on the operation of existing facilities and affect the timing, cost, location, design,
construction and operation of new facilities by Edison International's subsidiaries, as well as the cost of mitigating the
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environmental impacts of past operations. The environmental regulations and other developments discussed below have the
largest impact on SCE's fossil-fuel fired power plants, and therefore the discussion in this section focuses mainly on
regulations applicable to the states of California and New Mexico, where SCE's facilities are located.

Edison International and SCE continue to monitor legislative and regulatory developments and to evaluate possible strategies
for compliance with environmental regulations. Additional information about environmental matters affecting Edison
International and its subsidiaries, including projected environmental capital expenditures, is included in the MD&A under the
heading "Liquidity and Capital Resources—SCE—Capital Investment Plan" and in "Item 8. Notes to Consolidated Financial
Statements—Note 9. Commitments and Contingencies—Environmental Remediation" and "—Note 10. Environmental
Developments."

Air Quality

The CAA, which regulates air pollutants from mobile and stationary sources, has a significant impact on the operation of
fossil fuel plants, especially coal-fired plants. The CAA requires the US EPA to establish concentration levels in the ambient
air for six criteria pollutants to protect public health and welfare. These concentration levels are known as NAAQS. The six
criteria pollutants are carbon monoxide, lead, nitrogen dioxide, ozone, particulate matter, and SO,.

Federal environmental regulations of these criteria pollutants require states to adopt state implementation plans, known as
SIPs, for certain pollutants, which detail how the state will attain the standards that are mandated by the relevant law or
regulation. The SIPs must be equal to or more stringent than the federal requirements and must be submitted to the US EPA
for approval. Each state identifies the areas within its boundaries that meet the NAAQS (attainment areas) and those that do
not (non-attainment areas), and must develop a SIP both to bring non-attainment areas into compliance with the NAAQS and
to maintain good air quality in attainment areas. If the attainment status of areas changes, states may be required to develop
new SIPs that address the changes. Much of southern California is in a non-attainment area for several criteria pollutants.

National Ambient Air Quality Standards
Ozone

In January 2010, the US EPA proposed a revision to the primary and secondary NAAQS for 8-hour ozone that it had finalized
in 2008. The 8-hour ozone standard established in 2008 was 0.075 parts per million but the implementation process must be
completed before the 0.075 parts-per-million standard can be enforced. The US EPA issued initial area designations of
attainment, nonattainment, and unclassifiable areas across the nation in 2012. Areas in SCE's service territory were classified
in various degrees of nonattainment, including Los Angeles (known as the South Coast Air Basin), which was designated as
extreme nonattainment; Kern County (marginal nonattainment); Riverside County (severe nonattainment); Ventura County
(serious nonattainment); and the San Joaquin Valley (extreme nonattainment). States will then be required to develop and
submit state implementation plans outlining how compliance with the 2008 NAAQS will be achieved.

Particulate Matter

In December 2012, the US EPA lowered the primary annual NAAQS for fine particulate matter (known as PM; 5) from 15 to
12 micrograms per cubic meter (mg/m’). The EPA retained the existing 24-hour NAAQS for PM2.5 (35 mg/m’) and for
coarse particulate matter (known as PM) (150 mg/m?). These new limits take effect in 2020. States must recommend
attainment designations to EPA by December 2013, with final designations expected in 2015 and implementation plans due in
2018.

Regional Haze

The regional haze rules under the CAA are designed to prevent impairment of visibility in certain federally designated areas.
The goal of the rules is to restore visibility in mandatory federal Class I areas, such as national parks and wilderness areas, to
natural background conditions by 2064. Sources such as power plants that are reasonably anticipated to contribute to
visibility impairment in Class I areas may be required to install best available retrofit technology ("BART") or implement
other control strategies to meet regional haze control requirements.

In relation to Four Corners, the US EPA issued its final FIP in August 2012. The FIP requires the installation of SCR
pollution control equipment within designated time periods, or alternatively the shutdown of Units 1-3 and installation of
SCRs on Units 4 and 5 within other designated times periods. In November 2010, SCE and APS entered into an agreement
for the sale of SCE's interest in Four Corners Units 4 and 5 to APS, subject to regulatory approvals and other conditions. Due
to the investment constraints of SB 1368, the California law on GHG emission performance standards discussed below in
"—Greenhouse Gas Regulation—Regional Initiatives and State Legislation," SCE does not intend to be a Four Corners
participant after the 2016 expiration of the current participant agreements and does not expect to participate in any investment
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in Four Corners SCRs. See "Item 8. Notes to Consolidated Financial Statements—Note 2. Property, Plant and Equipment" for
more information on the pending sale of SCE's interest in Four Corners.

New Source Review Requirements

The NSR regulations impose certain requirements on facilities, such as electric generating stations, if modifications are made
to air emissions sources at the facility. Since 1999, the US EPA has pursued a coordinated compliance and enforcement
strategy to address NSR compliance issues at the nation's coal-fired power plants.

In April 2009, APS, as operating agent of Four Corners, received a US EPA request pursuant to Section 114 of the CAA for
information about Four Corners, including information about Four Corners' capital projects from 1990 to the present. SCE
understands that in other cases the US EPA has utilized responses to similar Section 114 letters to examine whether power
plants have triggered NSR requirements under the CAA. In October 2011, four environmental organizations filed a lawsuit
against the Four Corners owners alleging NSR violations. In January 2012, the organizations amended their complaint, also
alleging related New Source Performance Standards violations, and served it on the Four Corners owners. The proceeding is
currently stayed, to allow for settlement discussions until March 2013. See "Item 8. Notes to Consolidated Financial
Statements—Note 2. Property, Plant and Equipment" for information on the pending sale of SCE's interest in Four Corners
and "—Note 9. Commitments and Contingencies—Four Corners New Source Review Litigation" for more information on
the lawsuit.

Water Quality
Clean Water Act

Regulations under the federal Clean Water Act dictate permitting and mitigation requirements for many of SCE's construction
projects, and govern critical parameters at generating facilities, such as the temperature of effluent discharges and the
location, design, and construction of cooling water intake structures at generating facilities. In March 2011, the US EPA
proposed standards under the federal Clean Water Act that would affect cooling water intake structures at generating
facilities. The standards are intended to protect aquatic organisms by reducing capture in screens attached to cooling water
intake structures (impingement) and in the water volume brought into the facilities (entrainment). These standards are
expected to be finalized by June 2013. SCE is evaluating the proposed standards and believes, from a preliminary review, that
compliance with the proposed standards regarding impingement will be achievable without incurring material additional
capital expenditures or operating costs. The required measures to comply with the proposed standards regarding entrainment
are subject to the discretion of the permitting authority, and SCE is unable at this time to assess potential costs of compliance,
which could be significant for San Onofre.

California-Prohibition on the Use of Ocean-Based Once-Through Cooling

California has a US EPA-approved program to issue individual or group permits for the regulation of Clean Water Act
discharges. California also regulates certain discharges not regulated by the US EPA. Effective October 1, 2010, the
California State Water Resources Control Board issued a final policy, which establishes closed-cycle wet cooling as required
technology for retrofitting existing once-through cooled plants like SCE's San Onofre and many of the existing natural gas
power plants along the California coast. The final policy required an independent engineering study to be completed prior to
the fourth quarter of 2013 regarding the feasibility of compliance by California's two coastal nuclear power plants. The policy
may result in significant capital expenditures at San Onofre and may affect its operations.

Coal Combustion Residuals

US EPA regulations currently classify coal ash and other coal combustion residuals as solid wastes that are exempt from
hazardous waste requirements. This classification enables beneficial uses of coal combustion residuals, such as for cement
production and fill materials. In June 2010, the US EPA published proposed regulations relating to coal combustion residuals
that could result in their reclassification. Two different proposed approaches are under consideration, and SCE understands
that US EPA issuance of a final rule is not expected before late 2013.

The first approach, under which the US EPA would list these residuals as special wastes subject to regulation as hazardous
wastes, could require the owners of Four Corners to incur additional capital and operating costs. The second approach, under
which the US EPA would regulate these residuals as nonhazardous wastes, would establish minimum technical standards for
units that are used for the disposal of coal combustion residuals, but would allow procedural and enforcement mechanisms
(such as permit requirements) to be exclusively a matter of state law.
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Greenhouse Gas Regulation

There have been a number of federal and state legislative and regulatory initiatives to reduce GHG emissions. Any climate
change regulation or other legal obligation that would require substantial reductions in GHG emissions or that would impose
additional costs or charges for the emission of GHGs could significantly increase the cost of generating electricity from fossil
fuels, and especially from coal-fired plants, as well as the cost of purchased power.

Federal Legislative/Regulatory Developments

In June 2010, the US EPA issued the Prevention of Significant Deterioration ("PSD") and Title V Greenhouse Gas Tailoring
Rule, known as the "GHG tailoring rule." This regulation generally subjects newly constructed sources of GHG emissions
and newly modified existing major sources to the PSD air permitting program beginning in January 2011 (and later, to the
Title V permitting program under the CAA); however the GHG tailoring rule significantly increases the emissions thresholds
that apply before facilities are subjected to these programs. The emissions thresholds for CO2 equivalents in the final rule
vary from 75,000 tons per year to 100,000 tons per year depending on the date and whether the sources are new or modified.
In March 2012, the US EPA announced proposed carbon dioxide emission limits for new power plants.

Regulation of GHG emissions pursuant to the PSD program could affect efforts to modify SCE's facilities in the future, and
could subject new capital projects to additional permitting or emissions control requirements that could delay such projects.

In December 2010, the US EPA announced that it had entered into a settlement with various states and environmental groups
to resolve a long-standing dispute over regulation of GHGs from electrical generating units pursuant to the New Source
Performance Standards in the CAA and would propose performance standards for emissions from new and modified power
plants and emissions guidelines for existing power plants. The specific requirements will not be known until the regulations
are finalized. Since January 2010, the US EPA's Final Mandatory GHG Reporting Rule has required all sources within
specified categories, including electric generation facilities, to monitor emissions, and to submit annual reports to the US EPA
by March 31 of each year. SCE's 2012 GHG emissions from utility-owned generation were approximately 6.9 million metric
tons.

Regional Initiatives and State Legislation

Regional initiatives and state legislation may also require reductions of GHG emissions and it is not yet clear whether or to
what extent any federal legislation would preempt them. If state and/or regional initiatives remain in effect after federal
legislation is enacted, utilities and generators could be required to satisfy them in addition to the federal standards.

SCE's operations in California are subject to two laws governing GHG emissions. The first law, the California Global
Warming Solutions Act of 2006 (also referred to as AB 32), establishes a comprehensive program to reduce GHG emissions.
AB 32 required the California Air Resources Board ("CARB") to develop regulations, which became effective in 2012, that
would reduce California's GHG emissions to 1990 levels in yearly increments by 2020. In December 2011, the CARB
regulation was officially published establishing a California cap-and-trade program. The first compliance period for the cap-
and-trade program is for 2013 GHG emissions. The first auction, held on November 14, 2012 cleared at $10.09/metric ton,
nine cents above the floor price.

CARB regulations implementing a cap-and-trade program and the cap-and-trade program itself, continue to be the subject of
litigation. In March 2012, environmental groups filed a case against CARB challenging the cap-and-trade program's offset
provisions. SCE intervened as part of a broad business coalition to support the offset provisions. In November 2012, the
California Chamber of Commerce filed a suit alleging that the auction itself violated AB 32 and the California Constitution.
Both suits are pending.

The second law, SB 1368, required the CPUC and the CEC to adopt GHG emission performance standards restricting the
ability of California investor-owned and publicly owned utilities, respectively, to enter into long-term arrangements for the
purchase of electricity. The standards that have been adopted prohibit these entities, including SCE, from entering into long-
term financial commitments with generators that emit more than 1,100 pounds of CO, per MWh, the performance of a
combined-cycle gas turbine generator. SB 1368 may prohibit SCE from making emission control expenditures at Four
Corners. See "Item 8. Notes to Consolidated Financial Statements—Note 2. Property, Plant and Equipment" for information
on the sale of SCE's interest in Four Corners.

In April 2011, California enacted a law to require California retail sellers of electricity to procure 33% of their customers'
electricity requirements from renewable resources, as defined in the statute. On December 1, 2011, the CPUC approved a
decision setting procurement quantity requirements for CPUC-regulated retail sellers that incrementally increase to 33% over
several periods between January 2011 and December 31, 2020. The quantity would remain at 33% of retail sales for each
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year thereafter. SCE's delivery of eligible renewable resources to customers was 21% of its total energy portfolio for 2011
and its delivery of eligible renewable resources to customers is estimated to be approximately 20% of its total energy
portfolio for 2012.

Litigation Developments

Litigation alleging that GHG is a public and private nuisance may affect SCE, whether or not it is named as a defendant. The
law is unsettled on whether or not this litigation presents questions capable of judicial resolution or political questions that
should be resolved by the legislative or executive branches. For further discussion see "Item 8. Notes to Consolidated
Financial Statements—Note 10. Environmental Developments."

ITEM1A. RISKFACTORS
RISKS RELATING TO EDISON INTERNATIONAL

Edison International's liquidity depends on SCE's ability to pay dividends and tax allocation payments to Edison
International.

Edison International is a holding company and, as such, it has no operations of its own. Edison International's ability to meet
its financial obligations and to pay dividends on its common stock at the current rate is primarily dependent on the earnings
and cash flows of SCE and its ability to make upstream distributions. Prior to paying dividends to Edison International, SCE
has financial and regulatory obligations that must be satisfied, including, among others, debt service and preferred stock
dividends. In addition, CPUC holding company rules require that SCE's dividend policy be established by SCE's Board of
Directors on the same basis as if SCE were a stand-alone utility company, and that the capital requirements of SCE, as
deemed to be necessary to meet SCE's service obligations, shall receive first priority from the Boards of Directors of both
Edison International and SCE. SCE may also owe tax-allocation payments to Edison International under applicable tax-
allocation agreements. Financial market and economic conditions may have an adverse effect on Edison International's
liquidity. See "Risks Relating to Southern California Edison" below for further discussion.

The Bankruptcy Court may not approve the Settlement Transaction, or even if the Settlement Transaction is
approved, it may not be consummated if certain conditions are not met. If the Settlement Transaction is not approved
and consummated, Edison International may not be entitled to receive certain benefits contemplated by the Support
Agreement.

On the Petition Date, EME and its wholly-owned subsidiaries filed voluntary petitions for relief under Chapter 11 of the
Bankruptcy Code in the Bankruptcy Court.

Under the Support Agreement to which EME, Edison International and certain of EME's senior unsecured noteholders are
parties, each of them has agreed to support Bankruptcy Court approval of the Settlement Transaction, subject to conditions. If
the Settlement Transaction is approved and consummated, EME will be required to perform its obligations under its tax
allocation and intercompany services agreements with Edison International, to indemnify Edison International against
liabilities arising from EME's conduct of its separate business, and Edison International, EME and the EME noteholders who
have signed the Support Agreement will exchange releases of claims in accordance with the terms of the Support Agreement.

Under the Support Agreement, within 150 days following the Petition Date, EME will seek authority from the Bankruptcy
Court to enter into the Settlement Transaction. The parties to the Support Agreement will seek approval by the Bankruptcy
Court within 210 days following the Petition Date of the Settlement Transaction, which includes the benefits to Edison
International described above. If the Bankruptcy Court does not grant approval within that period, the Support Agreement is
subject to termination. There can be no assurance that the Bankruptcy Court will approve the Settlement Transaction, and
even if it is approved, there can be no assurance that the conditions to the effectiveness of the Settlement Transaction will be
satisfied. In addition, EME is entitled to terminate the Support Agreement and consider alternative transactions in accordance
with its fiduciary duties. If the Settlement Transaction is not approved, absent a separate agreement, Edison International will
not receive the benefits described above.

Edison International's future performance may be affected by southern California events.

While Edison International intends to continue to conduct both regulated and competitive businesses in the future, the
bankruptcy of EME has resulted in its current business being concentrated almost entirely in the regulated sector and in
southern California. As a result, Edison International's future performance may be affected by events concentrated in southern
California and it does not have diversification of sources of revenue or regulatory oversight.
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RISKS RELATING TO SOUTHERN CALIFORNIA EDISON COMPANY
Regulatory Risks

SCE's financial results depend upon its ability to recover its costs in a timely manner from its customers through
regulated rates.

SCE's ongoing financial results depend on its ability to recover from its customers in a timely manner its costs, including the
costs of electricity purchased for its customers, through the rates it charges its customers as approved by the CPUC and
FERC. SCE's financial results also depend on its ability to earn a reasonable return on capital, including long-term debt and
equity. SCE's capital investment plan, increasing procurement of renewable power, increasing environmental regulations,
moderating demand, and the cumulative impact of other public policy requirements, collectively place continuing upward
pressure on customer rates. Increases in self-generation also reduce the pool of customers from whom fixed costs are
recovered, while costs potentially could increase due to system modifications that may be necessary to cope with the
systemic effects of self-generation. Customers that self-generate their own power do not currently pay most transmission and
distribution charges and non-bypassable charges, subject to limitations. The net result is to increase utility rates further for
those customers who do not self-generate, which encourages more self-generation and further rate increases. If SCE is unable
to obtain a sufficient rate increase or modify its rate design to recover material amounts of its costs (including an adequate
return on capital) in rates in a timely manner, its financial condition and results of operations could be materially affected. For
further information on SCE's rate requests, see "Management Overview—2012 General Rate Case" and "Liquidity and
Capital Resources—SCE—FERC Formula Rates" in the MD&A.

SCE's energy procurement activities are subject to regulatory and market risks that could materially affect its financial
condition and liquidity.

SCE obtains energy, capacity, environmental credits and ancillary services needed to serve its customers from its own
generating plants, and through contracts with energy producers and sellers. California law and CPUC decisions allow SCE to
recover through the rates it is allowed to charge its customers reasonable procurement costs incurred in compliance with an
approved procurement plan. Nonetheless, SCE's cash flows remain subject to volatility primarily resulting from changes to
commodity prices. In addition, SCE is subject to the risks of unfavorable or untimely CPUC decisions about the compliance
with SCE's procurement plan and the reasonableness of certain procurement-related costs.

SCE may not be able to hedge its risk for commodities on economic terms or fully recover the costs of hedges through the
rates it is allowed to charge its customers, which could materially affect SCE's liquidity and results of operations, see "Market
Risk Exposures" in the MD&A.

SCE is subject to extensive regulation and the risk of adverse regulatory decisions and changes in applicable regulations
or legislation.

SCE operates in a highly regulated environment. SCE's business is subject to extensive federal, state and local energy,
environmental and other laws and regulations. Among other things, the CPUC regulates SCE's retail rates and capital
structure, and the FERC regulates SCE's wholesale rates. The NRC regulates the safety of SCE's nuclear power plants. The
construction, planning, and project site identification of SCE's power plants and transmission lines in California are also
subject to the jurisdiction of the California Energy Commission (for thermal power plants 50 MW or greater) and the CPUC.

SCE must periodically apply for licenses and permits from these various regulatory authorities and abide by their respective
orders. Should SCE be unsuccessful in obtaining necessary licenses or permits or should these regulatory authorities initiate
any investigations or enforcement actions or impose penalties or disallowances on SCE, SCE's business could be materially
affected. The process of obtaining licenses and permits from regulatory authorities may be delayed or defeated by concerted
community opposition and such delay or defeat would have a material effect on SCE's business.

This extensive governmental regulation creates significant risks and uncertainties for SCE's business. Existing regulations
may be revised or reinterpreted and new laws and regulations may be adopted or become applicable to SCE, or its facilities or
operations in a manner that may have a detrimental effect on SCE's business or result in significant additional costs. In
addition, regulation adopted via the public initiative process may apply to SCE, or its facilities or operations in a manner that
may have a detrimental effect on SCE's business or result in significant additional costs.
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Competitive Risks
SCE faces increased competition as a result of technological advancements.

The electricity industry is undergoing transformative change. Technological advancements such as energy storage and
distributed generation may change the nature of energy generation and delivery. These changes may materially affect SCE's
business model as a regulated utility and its ability to compete with new energy generation and delivery business models.

Operating Risks

SCE's financial condition and results of operations could be materially affected if it is unable to successfully manage the
risks inherent in operating and maintaining its facilities.

SCE's infrastructure is aging and could pose a risk to system reliability. In order to mitigate this risk, SCE is engaged in a
significant and ongoing infrastructure investment programs. This substantial investment program elevates the operational
risks and the need for superior execution in its activities. SCE's financial condition and results of operations could be
materially affected if it is unable to successfully manage these risks as well as the risks inherent in operating and maintaining
its facilities, the operation of which can be hazardous. SCE's inherent operating risks include such matters as the risks of
human performance, workforce capabilities, public opposition to infrastructure projects, delays, environmental mitigation
costs, difficulty in estimating costs, system limitations and degradation, and interruptions in necessary supplies.

Weather-related incidents and other natural disasters could materially affect SCE's financial condition and results of
operations.

Weather-related incidents and other natural disasters, including storms, wildfires and earthquakes, can disrupt the generation
and transmission of electricity, and can seriously damage the infrastructure necessary to deliver power to SCE's customers.
These events can lead to lost revenues and increased expenses, including higher maintenance and repair costs. They can also
result in regulatory penalties and disallowances, particularly if SCE encounters difficulties in restoring power to its
customers. These occurrences could materially affect SCE's business, financial condition and results of operations, and the
inability to restore power to SCE's customers could also materially damage the business reputation of SCE and Edison
International.

The generation, transmission and distribution of electricity are dangerous and involve inherent risks of damage to private
property and injury to employees and the general public.

Electricity is dangerous for employees and the general public should they come in contact with power lines or electrical
equipment. Injuries and property damage caused by such contact can subject SCE to liability that, despite the existence of
insurance coverage, can be significant. In the wake of recent natural disasters such as windstorms, which can cause wildfires,
pole failures and associated property damage and outages, the CPUC has increased its focus on public safety issues with an
emphasis on heightened compliance with construction and operating standards and the potential for penalties being imposed
on utilities. Such penalties and liabilities could be significant but are very difficult to predict. The range of possible penalties
and liabilities includes amounts that could materially affect SCE's liquidity and results of operations.

SCE's systems and network infrastructure may be vulnerable to cyber attacks, intrusions or other catastrophic events that
could result in their failure or reduced functionality.

Regulators, such as the NERC, and U.S. Government Departments, including the Departments of Defense, Homeland
Security and Energy, have noted that the U.S. national electric grid and other energy infrastructures have potential
vulnerabilities to cyber attacks and disruptions and that such cyber threats are becoming increasingly sophisticated and
dynamic. SCE's operations require the continuous operation of critical information technology systems and network
infrastructure. Although SCE actively monitors developments in this area and is involved in various industry groups and
government initiatives, no security measures can completely shield such systems and infrastructure from vulnerabilities to
cyber attacks, intrusions or other catastrophic events that could result in their failure or reduced functionality. If SCE's
information technology systems security measures were to be breached or a critical system failure were to occur without
timely recovery, SCE could be unable to fulfill critical business functions and/or sensitive confidential personal and other
data could be compromised, which could materially affect SCE's financial condition and results of operations. See "Item 1.
Business—Regulation—NERC" for further discussion.

There are inherent risks associated with operating nuclear power generating facilities, including, among other things, the
potential harmful effects on the environment and human health resulting from the operation of nuclear power generating
facilities and the storage, handling and disposal of radioactive materials.
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The scope of necessary repairs for the steam generators in Unit 2 and Unit 3 of San Onofre or the length of the Units'
outages could prove more extensive than is currently estimated. The cost of such repairs or the substitute market power that
must be purchased during the outage could exceed estimates and insurance coverage or may not be recoverable through
regulatory processes or otherwise.

Units 2 and 3 at San Onofre have been off-line for extensive inspections, testing and analysis of their steam generators after
unexpected wear and a leak were discovered in them in early 2012. SCE, the manufacturer of the steam generators and a team
of outside experts have worked together to analyze the causes of the wear and possible remedial actions. The CPUC has
begun an investigation proceeding that will consider the cost recovery for all of San Onofre costs, including the cost of the
steam generator replacement project, substitute market power costs, operation and maintenance costs and the seismic study
costs. SCE cannot assure that the scope of necessary repairs or the length of the outages will not exceed current estimates.
There can also be no assurance that the cost of such repairs or the necessary substitute market power will not exceed current
estimates and insurance coverage or that they will be recoverable through regulatory processes or otherwise. These amounts
could be material and could materially affect SCE's financial condition and results of operations. For more information, see
"Management Overview—San Onofre Outage, Inspection and Repair Issues" in the MD&A.

Continued NRC scrutiny of San Onofre may result in additional corrective actions that will increase operations and
maintenance costs or require additional capital expenditures.

San Onofre is subject to extensive oversight and scrutiny of the NRC. This scrutiny may result in SCE being required to take
additional corrective actions and incur increased operations and maintenance expenses or new capital expenditures. If SCE is
unable to take effective corrective actions required by the NRC, the NRC has the authority to impose fines or shut down a
unit, or both, depending upon the NRC's assessment of the severity of the situation, until compliance is achieved.

Existing insurance and ratemaking arrangements may not protect SCE fully against losses from a nuclear incident.

Federal law limits public liability claims from a nuclear incident to the amount of available financial protection which is
currently approximately $12.6 billion. SCE and other owners of the San Onofre and Palo Verde Nuclear Generating Stations
have purchased the maximum private primary insurance available of $375 million per site. If nuclear incident liability claims
were to exceed $375 million, the remaining amount would be made up from contributions of approximately $12.2 billion
made by all of the nuclear facility owners in the U.S., up to an aggregate total of $12.6 billion. There is no assurance that the
CPUC would allow SCE to recover the required contribution made in the case of one or more nuclear incident claims that
exceeded $375 million. If this public liability limit of $12.6 billion is insufficient, federal law contemplates that additional
funds may be appropriated by Congress. There can be no assurance of SCE's ability to recover uninsured costs in the event
the additional federal appropriations are insufficient. See "Item 8. Notes to Consolidated Financial Statements—Note 9.
Commitments and Contingencies—Nuclear Insurance."”

Spent fuel storage capacity could be insufficient to permit long-term operation of SCE's nuclear plants.

The U.S. Department of Energy has defaulted on its obligation to begin accepting spent nuclear fuel from commercial nuclear
industry participants by January 31, 1998. If SCE or the operator of Palo Verde were unable to arrange and maintain
sufficient capacity for interim spent-fuel storage now or in the future, it could hinder the operation of the plants and impair
the value of SCE's ownership interests until storage could be obtained, each of which may have a material effect on SCE.

SCE's insurance coverage for wildfires arising from its ordinary operations may not be sufficient and Edison
International may not be able to obtain sufficient insurance on SCE's behalf for such occurrences.

Edison International has experienced increased costs and difficulties in obtaining insurance coverage for wildfires that could
arise from SCE's ordinary operations. In addition, the insurance Edison International has obtained on SCE's behalf for
wildfire liabilities may not be sufficient. Uninsured losses and increases in the cost of insurance may not be recoverable in
customer rates. A loss which is not fully insured or cannot be recovered in customer rates could materially affect Edison
International's and SCE's financial condition and results of operations. Furthermore, insurance for wildfire liabilities may not
continue to be available at all or at rates or on terms similar to those presently available to Edison International.

Environmental Risks

SCE is subject to extensive environmental regulations that may involve significant and increasing costs and materially
affect SCE.

SCE is subject to extensive and frequently changing environmental regulations and permitting requirements that involve
significant and increasing costs and substantial uncertainty. SCE devotes significant resources to environmental monitoring,
pollution control equipment, mitigation projects, and emission allowances to comply with existing and anticipated
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environmental regulatory requirements. However, the current trend is toward more stringent standards, stricter regulation, and
more expansive application of environmental regulations. The adoption of laws and regulations to implement greenhouse gas
controls could materially affect operations of power plants, which could in turn impact electricity markets and SCE's
purchased power costs. SCE may also be exposed to risks arising from past, current or future contamination at its former or
existing facilities or with respect to offsite waste disposal sites that have been used in its operations. Other environmental
laws, particularly with respect to air emissions, disposal of ash, wastewater discharge and cooling water systems, are also
generally becoming more stringent. The continued operation of SCE facilities may require substantial capital expenditures for
environmental controls or cessation of operations. Current and future state laws and regulations in California also could
increase the required amount of energy that must be procured from renewable resources. See "Item 1. Business—
Environmental Regulation of Edison International and Subsidiaries" and "Item 8. Notes to Consolidated Financial Statements
—Note 10. Environmental Developments" for further discussion of environmental regulations under which SCE operates.

Financing Risks

As a capital intensive company, SCE relies on access to the capital markets. If SCE were unable to access the capital
markets or the cost of financing were to substantially increase, its liquidity and operations would be materially affected.

SCE regularly accesses the capital markets to finance its activities and is expected to do so by its regulators as part of its
obligation to serve as a regulated utility. SCE's needs for capital for its ongoing infrastructure investment program are
substantial. SCE's ability to arrange financing, as well as its ability to refinance debt and make scheduled payments of
principal and interest, are dependent on numerous factors, including SCE's levels of indebtedness, maintenance of acceptable
credit ratings, its financial performance, liquidity and cash flow, and other market conditions. SCE's failure to obtain
additional capital from time to time would have a material effect on SCE's liquidity and operations.

ITEM 1B. UNRESOLVED STAFF COMMENTS
None.

ITEM 2. PROPERTIES

As a holding company, Edison International does not directly own any significant properties other than the stock of its
subsidiaries. The principal properties of SCE are described above under "Item 1. Business—Southern California Edison
Company—Properties."

ITEM 3. LEGAL PROCEEDINGS
EME Chapter 11 Filing

On December 17, 2012, EME and certain of its wholly-owned subsidiaries filed voluntary petitions for relief under Chapter
11 of the Bankruptcy Code in the Bankruptcy Court. For more information, see "Management Overview—EME Chapter 11
Bankruptcy Filing" in the MD&A and "Item 8. Notes to Consolidated Financial Statements—Note 17. Discontinued
Operations."

EXECUTIVE OFFICERS OF EDISON INTERNATIONAL

Age at
Executive Officer December 31, 2012 Company Position
Theodore F. Craver, Jr. 61 Chairman of the Board, President and Chief Executive Officer
Robert L. Adler 65 Executive Vice President and General Counsel
Polly L. Gault 59 Executive Vice President, Public Affairs
W. James Scilacci 57 Executive Vice President, Chief Financial Officer and Treasurer
Janet T. Clayton 58 Senior Vice President, Corporate Communications
Bertrand A. Valdman 50 Senior Vice President, Strategic Planning
Mark C. Clarke 56 Vice President and Controller
Ronald L. Litzinger 53 President, SCE
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As set forth in Article IV of Edison International's and the relevant subsidiary's Bylaws, the elected officers of Edison
International and its subsidiaries are chosen annually by, and serve at the pleasure of, Edison International and the relevant
subsidiary's Board of Directors and hold their respective offices until their resignation, removal, other disqualification from
service, or until their respective successors are elected. All of the officers of Edison International and its subsidiaries have

been actively engaged in the business of Edison International and its subsidiaries for more than five years, except for
Messrs. Adler and Valdman, and Ms. Clayton, and have served in their present positions for the periods stated below.
Additionally, those officers who have had other or additional principal positions in the past five years had the following
business experience during that period:

Executive Officers

Company Position

Effective Dates

Theodore F. Craver, Jr.

Robert L. Adler

Polly L. Gault

W. James Scilacci

Janet T. Clayton

Bertrand A. Valdman

Mark C. Clarke

Ronald L. Litzinger

Chairman of the Board, President and Chief
Executive Officer, Edison International
President, Edison International

Chairman of the Board, President and Chief
Executive Officer, EMG!

Chairman of the Board, President and Chief
Executive Officer, EME!

Executive Vice President and General Counsel,
Edison International

Executive Vice President, Edison International
Partner, Munger, Tolles & Olson LLP?

Executive Vice President, Public Affairs, Edison
International
Executive Vice President, Public Affairs, SCE

Executive Vice President, Chief Financial Officer and
Treasurer, Edison International
Senior Vice President and Chief Financial Officer, EME'

Senior Vice President and Chief Financial Officer, EMG'

Senior Vice President, Corporate Communication,
Edison International
President, Think Cure’

Senior Vice President, Strategic Planning,

Edison International

Executive Vice President, Chief Operating Officer
Puget Sound Energy4

Vice President and Controller, Edison International
Vice President and Controller, SCE
Vice President and Controller, EME!

President, SCE

Chairman of the Board, President and Chief
Executive Officer, EMG and EME!

Senior Vice President, Transmission

and Distribution, SCE

August 2008 to present
April 2008 to July 2008

November 2005 to March 2008
January 2005 to March 2008

August 2008 to present
July 2008 to August 2008
January 1978 to June 2008

March 2007 to present
March 2007 to September 2008

August 2008 to present
March 2005 to July 2008
November 2005 to July 2008

April 2011 to present
Jan 2008 to April 2011

March 2011 to present

May 2007 to March 2011

August 2009 to present
December 2012 to present
January 2003 to July 2009

January 2011 to present
April 2008 to December 2010
May 2005 to March 2008

EMG is the holding company for EME, an independent power producer and is a wholly-owned subsidiary of Edison International and
an affiliate of SCE. EME and its wholly-owned subsidiaries filed for protection under Chapter 11 of the Bankruptcy Code on December

17, 2012. EME continues to be classified as an affiliate of SCE for certain purposes and is a wholly-owned subsidiary of Edison
International, but as of December 17, 2012, it is deconsolidated from Edison International's financial results and accounted for as

discontinued operations.

parent, affiliate or subsidiary of Edison International.
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Munger, Tolles & Olson LLP is a California-based law firm. Mr. Adler also served as a Co-Managing Partner.

Think Cure is a community-based nonprofit organization that raises funds to accelerate collaborate research to cure cancer and is not a

Puget Sound Energy is a regulated energy utility in Washington State and is not a parent, affiliate or subsidiary of Edison International.



EXECUTIVE OFFICERS OF SOUTHERN CALIFORNIA EDISON COMPANY

Executive Officer

Ronald L. Litzinger
Stephen E. Pickett
Peter T. Dietrich
Stuart R. Hemphill
Linda G. Sullivan
Russell C. Swartz
Mark C. Clarke

Age at
December 31,2012  Company Position
53 President
62 Executive Vice President, External Relations
48 Senior Vice President and Chief Nuclear Officer
49 Senior Vice President, Power Supply
49 Senior Vice President and Chief Financial Officer
61 Senior Vice President and General Counsel
56 Vice President and Controller

As set forth in Article IV of SCE's Bylaws, the elected officers of SCE are chosen annually by, and serve at the pleasure of,
SCE's Board of Directors and hold their respective offices until their resignation, removal, other disqualification from
service, or until their respective successors are elected. All of the above officers have been actively engaged in the business
of SCE, its parent company Edison International, and/or one of SCE's subsidiaries or other affiliates for more than five
years, except for Mr. Dietrich, and have served in their present positions for the periods stated below. Additionally, those
officers who have had other or additional principal positions in the past five years had the following business experience

during that period:

Executive Officer

Company Position

Effective Dates

Ronald L. Litzinger

Stephen E. Pickett

Peter T. Dietrich

Stuart R. Hemphill

Linda G. Sullivan

Russell C. Swartz

Mark C. Clarke

President, SCE
Chairman of the Board, President and Chief Executive
Officer, EMG and EME!

Senior Vice President, Transmission and Distribution, SCE

Executive Vice President, External Relations, SCE

Executive Vice President, External Relations and General

Counsel, SCE
Senior Vice President and General Counsel, SCE

Senior Vice President and Chief Nuclear Officer, SCE
Senior Vice President, SCE

Site Vice President, Entergy Nuclear Operations, Inc.,
James A. Fitzpatrick Nuclear Plant’

Senior Vice President, Power Supply, SCE

Senior Vice President, Power Procurement, SCE

Vice President, Renewable and Alternative Power, SCE
Director of Renewable and Alternative Power, SCE

Senior Vice President and Chief Financial Officer, SCE
Senior Vice President, Chief Financial Officer and
Acting Controller, SCE

Vice President and Controller, Edison International
Vice President and Controller, SCE

Senior Vice President and General Counsel, SCE
Vice President and Associate General Counsel, SCE
Associate General Counsel, SCE

Vice President, and Controller, SCE
Vice President and Controller, Edison International
Vice President and Controller, EME!

January 2011 to present

April 2008 to December 2010
May 2005 to March 2008

February 2011 to present

January 2011 to February 2011
January 2002 to December 2010

December 2010 to present
November 2010 to present

April 2006 to November 2010

January 2011 to present

July 2009 to December 2010
March 2008 to June 2009
April 2006 to March 2008

March 2010 to present

July 2009 to March 2010
June 2005 to August 2009
June 2005 to June 2009

February 2011 to present
February 2010 to February 2011
March 2007 to February 2010

December 2012 to present
August 2009 to present
January 2003 to July 2009

EMG is the holding company for EME, an independent power producer and is a wholly-owned subsidiary of Edison International

and an affiliate of SCE. EME and its wholly-owned subsidiaries filed for protection under Chapter 11 of the Bankruptcy Code on
December 17, 2012. EME continues to be classified as an affiliate of SCE for certain purposes and is a wholly-owned subsidiary of
Edison International, but as of December 17, 2012, it is deconsolidated from Edison International's financial results and accounted

for as discontinued operations.
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PART 11

ITEM 5. MARKET FOR REGISTRANT'S COMMON EQUITY, RELATED STOCKHOLDER MATTERS AND
ISSUER PURCHASES OF EQUITY SECURITIES.

Edison International Common Stock is traded on the New York Stock Exchange under the symbol "EIX."

Market information responding to Item 5 is included in "Item 8. Edison International Notes to Consolidated Financial
Statements—Note 19. Quarterly Financial Data." There are restrictions on the ability of Edison International's subsidiaries to
transfer funds to Edison International that materially limit the ability of Edison International to pay cash dividends. Such
restrictions are discussed in the MD&A under the heading "Liquidity and Capital Resources—Edison International Parent
and Other," "—SCE—Dividend Restrictions," and in "Item 8. Edison International Notes to Consolidated Financial
Statements—Note 5. Debit and Credit Agreements." The number of common stockholders of record of Edison International
was 41,000 on February 22, 2013. Additional information concerning the market for Edison International's Common Stock is
set forth on the cover page of this report. The description of Edison International's equity compensation plans required by
Item 201(d) of Regulation S-K is incorporated by reference to "Part III—Item 12. Security Ownership of Certain Beneficial
Owners and Management and Related Stockholder Matters" of this report.

Purchases of Equity Securities by Edison International and Affiliated Purchasers

The following table contains information about all purchases of Edison International Common Stock made by or on behalf of
Edison International in the fourth quarter of 2012.

(c) Total (d) Maximum
Number of Shares Number (or
(or Units) Approximate
Purchased Dollar Value)
(a) Total as Part of of Shares
Number of Publicly (or Units) that May
Shares (b) Average Announced Yet Be Purchased
(or Units) Price Paid per Plans or Under the Plans or
Period Purchased' Share (or Unit)' Programs Programs
October 1, 2012 to October 31, 2012 284,676 $ 46.75 — —
November 1, 2012 to November 30, 2012 273,974 45.90 — —
December 1, 2012 to December 31, 2012 680,367 45.11 — —
Total 1,239,017 45.66 — —

The shares were purchased by agents acting on Edison International's behalf for delivery to plan participants to fulfill requirements in
connection with Edison International's: (i) 401(k) Savings Plan; (ii) Dividend Reinvestment and Direct Stock Purchase Plan; and

(iii) long-term incentive compensation plans. The shares were purchased in open-market transactions pursuant to plan terms or
participant elections. The shares were never registered in Edison International's name and none of the shares purchased were retired as a
result of the transactions.

Purchases of Equity Securities by Southern California Edison Company and Affiliated Purchasers

Certain information responding to Item 5 with respect to frequency and amount of cash dividends is included in "Item 8.
Notes to the Consolidated Financial Statements—Note 19. Quarterly Financial Data." As a result of the formation of a
holding company described in Item 1 above, all of the issued and outstanding common stock of SCE is owned by Edison
International and there is no market for such stock.

Item 201(d) of Regulation S-K, "Securities Authorized for Issuance under Equity Compensation Plans," is not applicable
because SCE has no compensation plans under which equity securities of SCE are authorized for issuance.
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Comparison of Five-Year Cumulative Total Return

$150
»
-~
$100 i
$50 T T T T |
12/07 12/08 12/09 12/10 1211 12/12
—+— Edison International =—@==S&P 500 --#-:- Philadelphia Utility Index
At December 31,
2007 2008 2009 2010 2011 2012
Edison International $§ 100 $ 62 $ 70 $ 80 $ 8 § 100
S & P 500 Index 100 63 80 92 94 109
Philadelphia Utility Index 100 73 80 85 101 100

Note: Assumes $100 invested on December 31, 2007 in stock or index including reinvestment of dividends. Performance of the Philadelphia Utility Index
is regularly reviewed by management and the Board of Directors in understanding Edison International's relative performance and is used in conjunction
with elements of Edison International's compensation program.
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ITEM 6. SELECTED FINANCIAL DATA
Selected Financial Data: 2008 — 2012

(in millions, except per-share amounts) 2012 2011 2010 2009 2008
Edison International and Subsidiaries
Operating revenue $ 11,862 $ 10,588 $ 9,996 $ 9,991 $ 11,310
Operating expenses 9,577 8,527 8,177 8,982 9,599
Income from continuing operations 1,594 1,100 1,144 751 848
Income (loss) from discontinued operations,

net of tax (1,686) (1,078) 164 197 500
Net income (loss) (92) 22 1,308 948 1,348
Net income (loss) attributable to common

shareholders (183) (37) 1,256 849 1,215
Weighted-average shares of common stock

outstanding (in millions) 326 326 326 326 326
Basic earnings (loss) per share:

Continuing operations § 4ol $  3.20 $ 334 $ 198 $§ 216

Discontinued operations (5.17) (3.31) 0.50 0.61 1.53
Total $§ (@056 $ (011) §$ 384 $§ 259 $§  3.69
Diluted earnings (loss) per share:

Continuing operations § 455 $ 317 $ 332 $ 198 $§ 216

Discontinued operations (5.11) (3.28) 0.50 0.60 1.52
Total § (@056 $ (0.11) $ 382 $§ 258 § 368
Dividends declared per share 1.3125 1.285 1.265 1.245 1.225
Total assets $ 44,394 $ 48,039 $ 45,530 $ 41,444 $ 44,615
Long-term debt excluding current portion 9,231 8,834 8,029 6,509 6,312
Capital lease obligations excluding current portion 210 216 221 227 13
Preferred and preference stock of utility 1,759 1,029 907 907 907
Common shareholders' equity 9,432 10,055 10,583 9,841 9,517
Southern California Edison Company
Operating revenue $ 11,851 $ 10,577 $ 9,983 $ 9,965 $ 11,248
Operating expenses 9,572 8,454 8,119 8,047 9,595
Net income 1,660 1,144 1,092 1,371 904
Net income available for common stock 1,569 1,085 1,040 1,226 683
Total assets $ 44,034 $ 40,315 $ 35,906 $ 32,474 $ 32,568
Long-term debt excluding current portion 8,828 8,431 7,627 6,490 6,212
Capital lease obligations excluding current portion 210 216 221 227 13
Preferred and preference stock 1,795 1,045 920 920 920
Common shareholder's equity 9,948 8,913 8,287 7,446 6,513
Capital structure:

Common shareholder's equity 48.4% 48.5% 49.2% 50.1% 47.7%

Preferred and preference stock 8.7% 5.7% 5.5% 6.2% 6.8%

Long-term debt 42.9% 45.8% 45.3% 43.7% 45.5%

The selected financial data was derived from Edison International's and SCE's audited financial statements and is qualified in
its entirety by the more detailed information and financial statements, including notes to these financial statements, included

in this annual report.
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Edison International and Subsidiaries
EME Chapter 11 Filing and Discontinued Operations

On December 17, 2012, EME and certain of its wholly-owned subsidiaries filed voluntary petitions for relief under Chapter
11 of the Bankruptcy Code in the Bankruptcy Court. On December 16, 2012, Edison International, EME and certain of
EME's senior unsecured noteholders entered into the Support Agreement, which contemplates among other things, Edison
International ceasing to have any continuing ownership interest in EME following effectiveness of a plan of reorganization.

Edison International considers EME to be an abandoned asset under generally accepted accounting principles, and, as a
result, the operations of EME prior to December 17, 2012 and for all prior years, are reflected as discontinued operations in
the consolidated financial statements. See "Management Overview—EME Chapter 11 Bankruptcy Filing" in the MD&A and
"Item 8. Notes to Consolidated Financial Statements—Note 17. Discontinued Operations" for further information.
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ITEMT. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF
OPERATIONS

MANAGEMENT OVERVIEW
Highlights of Operating Results

Edison International is the parent holding company of SCE. SCE is an investor-owned public utility primarily engaged in the
business of supplying electricity. Edison International is also the parent company of subsidiaries that are engaged in
competitive businesses related to the delivery or use of electricity. Such competitive business activities are currently not
material to report as a separate business segment. References to Edison International refer to the consolidated group of
Edison International and its subsidiaries. References to Edison International Parent and Other refer to Edison International
Parent and its nonutility subsidiaries, including EME. Unless otherwise described all of the information contained in this
annual report relates to both filers.

2012 vs 2011
(in millions) 2012 2011 Change 2010
Net Income (Loss) attributable to Edison International
SCE § 159 § 1,085 § 484 § 1,040
Edison International Parent and Other
Continuing operations (66) 44) (22) 52
Discontinued operations (1,686) (1,078) (608) 164
Edison International (183) 37 (146) 1,256
Less: Non-Core Items
SCE:
2012 General Rate Case — repair deductions (2009 —2011) 231 — 231 —
Global Settlement — — — 95
Tax impact of health care legislation — — — 39
Edison International Parent and Other:
Consolidated state deferred tax impacts related to EME 37 (19) (18) 21
Gain on sale of Beaver Valley lease interest 31 — 31 —
Write-down of net investment in aircraft leases — (16) 16 —
Global Settlement — — — 43
EME discontinued operations (1,686) (1,078) (608) 164
Total Non-Core Items (1,461) (1,113) (348) 284
Core Earnings (Losses)
SCE 1,338 1,085 253 984
Edison International Parent and Other (60) 9 (51) (12)
Edison International $ 1278 §$§ 1,076 § 202§ 972

Edison International's earnings are prepared in accordance with generally accepted accounting principles used in the United
States. Management uses core earnings internally for financial planning and for analysis of performance. Core earnings
(losses) are also used when communicating with investors and analysts regarding Edison International's earnings results to
facilitate comparisons of the Company's performance from period to period. Core earnings (losses) are a non-GAAP financial
measure and may not be comparable to those of other companies. Core earnings (losses) are defined as earnings attributable
to Edison International shareholders less income or loss from discontinued operations and income or loss from significant
discrete items that management does not consider representative of ongoing earnings, such as: exit activities, including lease
terminations, sale of certain assets, early debt extinguishment costs and other activities that are no longer continuing; asset
impairments and certain tax, regulatory or legal settlements or proceedings. On December 17, 2012, EME and certain of its
wholly-owned subsidiaries filed voluntary petitions for relief under Chapter 11 of the U.S. Bankruptcy Code in the U.S.
Bankruptcy Court for the Northern District of Illinois, Eastern Division. Edison International considers EME to be an
abandoned asset under generally accepted accounting principles, and, as a result, the operations of EME prior to

December 17, 2012 and for all prior years, are reflected as discontinued operations.
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SCE's 2012 core earnings increased $253 million for the year primarily due to rate base growth and lower income taxes
which reflect the implementation of the 2012 CPUC General Rate Case ("GRC") decision. SCE also incurred incremental
inspection and repair costs related to the outages at San Onofre of $66 million, net of SCE's share of amounts received from
Mitsubishi Heavy Industries, Inc. ("MHI"), and $112 million in severance costs. Severance costs are related to employee
reductions at San Onofre, as planned in the 2012 GRC, and approved employee reductions for 2013 as SCE works to
optimize its cost structure and to minimize impacts on customer rates. These costs were partially offset by other operations
and maintenance cost reductions.

Edison International Parent and Other 2012 core losses increased $51 million as a result of income tax benefits in 2011. Core
losses in 2012 also reflect higher income taxes, a write-down of an investment and higher operating expenses and interest
costs.

Consolidated non-core items for 2012 and 2011 for Edison International included:

* An after-tax earnings charge of $1.3 billion during the fourth quarter of 2012 due to the full impairment of the investment
in EME as a result of the deconsolidation of EME, recognition of losses previously deferred in accumulated other
comprehensive income, a provision for losses from the EME bankruptcy and tax impacts related to the expected future tax
deconsolidation and separation of EME from Edison International. See "Item 8. Notes to Consolidated Financial
Statements—Note 17. Discontinued Operations” for further information.

* An after-tax earnings benefit of $231 million recorded in 2012 resulting from the regulatory treatment of 2009 — 2011
income tax repair deductions for income tax purposes as adopted in the 2012 GRC decision. See "Results of Operations—
SCE—Income Taxes" for further discussion.

* An after-tax earnings charge of $37 million recorded in 2012 and $19 million recorded in 2011 resulting from Edison
International's update to its estimated long-term California apportionment rate applicable to deferred income taxes as a
result of changes related to EME.

* An after-tax earnings benefit of $31 million ($65 million pre-tax gain) recorded in 2012 attributable to Edison Capital's
sale of its lease interest in Unit No. 2 of the Beaver Valley Nuclear Power Plant to a third party for $108 million.

* An after-tax earnings charge of $16 million recorded in 2011 attributable to the write-down of a net investment in aircraft
leases with American Airlines.

See "Results of Operations" for discussion of SCE and Edison International Parent and Other results of operations, including
a comparison of 2011 results to 2010.

2012 CPUC General Rate Case

In November 2012, the CPUC approved a final decision in SCE's 2012 GRC, authorizing a base rate revenue requirement of
approximately $5.7 billion. The decision results in an increase of approximately $470 million, excluding revenue related to
nuclear refueling outages, over currently authorized revenue. The decision approves San Onofre costs subject to refund and
reasonableness review and includes a requirement to track those costs in a memorandum account. See “—San Onofre Outage,
Inspection and Repair Issues” below for further information. In addition, SCE's proposed ratemaking treatment of repair
deductions for income taxes was reflected in the revenue requirement adopted in the decision. See "Item 8. Notes to
Consolidated Financial Statements—Note 7. Income Taxes" for further discussion.

The decision allows a ratemaking methodology that escalates capital additions by 3.05% for 2013 and 2.93% for 2014. The
decision also allows operations and maintenance expense to be escalated for 2013 and 2014 through the use of various annual
escalation factors for labor, non-labor and medical expenses. The methodology adopted in the decision and the 2013
escalation factors results in a 2013 revenue requirement of approximately $5.8 billion. SCE estimates that the 2014 revenue
requirement would be approximately $6.2 billion using the decision methodology, estimated escalation factors and the
reduction in the cost of capital discussed below.

San Onofre Outage, Inspection and Repair Issues

Two replacement steam generators were installed at San Onofre in each of Units 2 and 3 in 2010 and 2011, respectively. In
the first quarter of 2012, a water leak suddenly occurred in one of the heat transfer tubes in San Onofre's Unit 3 steam
generators and the Unit was safely taken off-line. At the time, Unit 2 was off-line for a planned outage when areas of
unexpected tube to support structure wear were found. Both Units have remained off-line for extensive inspections, testing
and analysis of their steam generators. Each Unit will be restarted only when and if SCE determines that it is safe to do so
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and when start-up has been approved by the NRC pursuant to the terms of a Confirmatory Action Letter (“CAL”) issued by
the NRC in March 2012.

Tube Leak and Repairs

The Unit 3 steam generator water leak was caused by unexpected excessive wear resulting from tube-to-tube contact in the
area of the leak. Unit 2's steam generators were re-inspected using a more sensitive inspection method than had previously
been employed, and similar wear from tube-to-tube contact was found on two tubes in one of the steam generators at wear
levels below the detection capability of initial inspections. In contrast, Unit 3 experienced extensive tube to tube wear in a

number of tubes. Both Unit 2 and Unit 3 also had tube-to-support structure wear.

As aresult of these findings, SCE has plugged and removed from service all tubes showing excessive wear in each of the
steam generators. In addition, SCE preventively plugged all tubes in contact with retainer bars or in the area of the tube
bundles where tube-to-tube contact occurred. Each steam generator has over 9,700 heat transfer tubes and is designed to
include sufficient tubes to accommodate removal of some tubes from service for a variety of reasons, and the tubes that have
been removed from service are within this margin.

A team of outside experts was assembled to assist SCE and MHI, the manufacturer of the steam generators, to analyze the
causes of the tube-to-tube wear and potential remedial actions. As a result of their work, SCE understands that the tube-to-
tube contact arises from excessive vibration of the tubes in certain areas of the steam generators. The excessive vibration that
caused the tube-to-tube wear in Unit 3 resulted from a phenomenon called fluid elastic instability. This phenomenon arises
from a combination of thermal hydraulic conditions (steam velocity and moisture content of the steam), and ineffectiveness
of the tube supports in the areas where the vibration occurs. Unit 2 is susceptible to the same thermal hydraulic conditions as
Unit 3, but the Unit 2 tube supports largely remained effective for the entire time that it operated as compared to Unit 3.

SCE's Unit 2 restart plans and its response to the CAL are based on work done by engineering groups of three independent
firms with expertise in steam generator design and manufacturing. Restart plans were submitted only for Unit 2 because it did
not experience the extensive tube-to-tube wear that Unit 3 did. Using different methodologies, each independent outside
engineering group agreed that it would be safe to restart Unit 2 and operate at a reduced power level (70%) for approximately
five months, followed by a mid-cycle scheduled outage and inspection. In addition to these requirements, the restart plan
covers repairs, corrective actions and operating parameters and also includes additional monitoring, detection and response
activities. Inasmuch as Unit 3 had much more tube-to-tube wear than Unit 2, it remains unclear whether Unit 3 will be able to
restart without additional repairs and corrective actions. The ability to restart Unit 3 may also be affected by the operating
experience of Unit 2. Each Unit will only be restarted when any necessary repairs and appropriate mitigation plans for that
Unit are completed in accordance with the CAL, and the NRC and SCE are satisfied that it is safe to do so.

SCE has also been engaged in the analysis of what repairs, if any, could be undertaken to restore the steam generators on both
Units to their originally specified capabilities safely, and has been advised by MHI that a possible course of action would be
replacement of significant portions of the steam generators, a process that could take more than five years.

NRC Processes

The CAL requires NRC permission to restart Unit 2 and Unit 3 and outlines actions SCE must complete before permission to
restart either Unit may be sought. In October 2012, SCE submitted to the NRC a response to the CAL and restart plans for
Unit 2. The timing of restart of the Units will be affected by the nature of and schedule for regulatory processes required by
the NRC. There is no set or predetermined time period for approval of Unit 2's proposed restart, and, accordingly, there can
be no assurance about the length of time the NRC may take to review SCE's request to restart or whether any such request
will be granted in whole or in part. It is also possible that one or more amendments to the NRC operating license for San
Onofre might be required (whether or not as a prerequisite to return a Unit to safe operation).

The NRC has been engaged in conducting a series of inspections, evaluations, reviews and public meetings about the causes
of the steam generator malfunction and damage and to verify that SCE has performed the actions described in the CAL
response and as otherwise required by its obligations as a nuclear operator. This process has included inspections and review
by an NRC-appointed Augmented Inspection Team. SCE has been advised that the NRC's Office of Investigations has
initiated an investigation into the accuracy and completeness of information SCE has provided to the NRC regarding the San
Onofre steam generators. Should the NRC find a deficiency in SCE's performance or provision of information, SCE could be
subject to additional NRC actions, including the imposition of penalties, and the findings could be taken into consideration in
the CPUC regulatory proceedings described below.

26



CPUC Review

Under California Public Utilities Code Section 455.5, SCE is required to notify the CPUC if either of the San Onofre Units
has been out of service for nine consecutive months (not including preplanned outages). SCE provided such notice to the
CPUC on November 1, 2012 for Unit 3 and December 6, 2012 for Unit 2. The CPUC is required within 45 days of SCE's
notice for a particular Unit to initiate an investigation to determine whether to remove from customer rates some or the entire
revenue requirement associated with the portion of the facility that is out of service. From the initiation date of the
investigation, such rates are collected subject to refund. Under Section 455.5, any determination to adjust rates is made after
hearings are conducted in connection with the utility's next general rate case. If, after investigation and hearings, the costs
associated with a Unit are disallowed recovery because it is out of service and the Unit is subsequently returned to service,
rates may be readjusted to reflect that return to service after 100 continuous hours of operation.

In October 2012, in advance of SCE's required notification under Section 455.5, the CPUC issued an Order Instituting
Investigation that consolidates all San Onofre issues in related regulatory proceedings and considers appropriate cost
recovery for all San Onofre costs, including among other costs, the cost of the steam generator replacement project, substitute
market power costs, capital expenditures, operations and maintenance costs, and seismic study costs. The Order requires that
all San Onofre-related costs incurred on and after January 1, 2012 be tracked in a memorandum account and, to the extent
included in rates, collected subject to refund. The Order also states that the CPUC will determine whether to order the
immediate removal, effective as of the date of the order, of all costs related to San Onofre from SCE's rates, with placement
of those costs in a deferred debit account pending the return of one or both Units to useful service, or other possible action. It
is currently expected that the investigation will be conducted in phases that will extend at least into 2014.

In parallel with the Order Instituting Investigation, the 2012 GRC final decision requires SCE to track San Onofre-related
costs in a memorandum account subject to refund, beginning January 1, 2012. SCE filed an application in January 2013
seeking a reasonableness determination regarding these costs. That application has been consolidated with the Order
Instituting Investigation proceeding.

Contractual Matters

The steam generators were designed and supplied by MHI and are warranted for an initial period of 20 years from
acceptance. MHI is contractually obligated to repair or replace defective items and to pay specified damages for certain
repairs. SCE's purchase contract with MHI states that MHI's liability under the purchase agreement is limited to $138 million
and excludes consequential damages, defined to include "the cost of replacement power." Such limitations in the contract are
subject to applicable exceptions both in the contract and under law. SCE has notified MHI that it believes one or more of such
exceptions now apply and that MHI's liability is not limited to $138 million, and MHI has advised SCE that it disagrees. The
disagreement may ultimately become subject to dispute resolution procedures set forth in the purchase agreement, including
international arbitration. SCE, on behalf of itself and the other San Onofre co-owners, has submitted three invoices to MHI
totaling $106 million for steam generator repair costs incurred through October 31, 2012. MHI paid the first invoice of

$45 million, while reserving its right to challenge any of the charges in the invoice. In January 2013, MHI advised SCE that it
rejected a portion of the first invoice and required further documentation regarding the remainder of the invoice. SCE has
recorded its share of the invoice paid as a reduction of repair and inspection costs.

San Onofre carries both property damage and outage insurance issued by Nuclear Electric Insurance Limited (“NEIL”) and
has placed NEIL on notice of potential claims for loss recovery. The property damage policy (including excess coverage)
provides insurance for certain costs and expenses resulting from “Accidental Property Damage” with a $2.5 million
deductible and a $2.75 billion limit of liability. After a twelve week deductible period, the outage policy provides insurance
for an outage caused by “Accidental Property Damage” of up to $3.5 million per week for each Unit (or $2.8 million per Unit
per week if both Units are out because of the same "Accident"), with a $490 million limit for each Unit ($392 million each if
both Units are out because of the same "Accident"). The NEIL policies have a number of exclusions and limitations that may
reduce or eliminate coverage.

In October 2012, SCE filed separate proofs of loss for Unit 2 and Unit 3 under the outage policy. Pursuant to these proofs of
loss SCE is seeking the weekly indemnity amounts provided under the policy for each Unit. Because the outage is ongoing,
SCE will supplement these proofs of loss in the future. No amounts have been recognized in SCE's financial statements,
pending NEIL's response. To the extent any costs are recovered under the outage policy, SCE expects to refund those
amounts to ratepayers through the ERRA balancing account. For further information, see "Item 8. Notes to Consolidated
Financial Statements—Note 9. Commitments and Contingencies."
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Financial Summary

A summary of financial items related to SONGS is as follows:

The 2012 costs tracked in the memorandum account under the CPUC's Order Instituting Investigation include

$613 million of SCE's 2012 authorized revenue requirement associated with operating and maintenance expenses, and
depreciation and return on SCE's investment in Unit 2, Unit 3 and common plant. This amount is subject to refund
depending on the outcome of the investigation.

At December 31, 2012, SCE's rate base and net investment associated with San Onofre are set forth in the following
table:

Common
(in millions) Unit 2 Unit 3 Plant Total
Net Investment
Net plant in service $ 638 $ 461  $ 233§ 1,332
Materials and supplies — — 101 101
Construction work in progress 24 105 94 223
Nuclear fuel' 153 213 101 467
Net investment $ 815 § 779 $ 529§ 2,123
Tax basis $ 343§ 360 $ 206 $ 909
Rate base
Net plant in service $ 638 $ 461  $ 233§ 1,332
Materials and supplies — — 101 101
Accumulated deferred income taxes (118) (75) (58) 251
Amounts in rate base $ 520 $ 386§ 276  $ 1,182

In addition, SCE has contracted to purchase nuclear fuel. See "Liquidity and Capital Resources—Contractual Obligations and
Contingencies" below.

In 2005, the CPUC authorized expenditures of approximately $525 million ($665 million based on SCE's estimate after
adjustment for inflation using the Handy-Whitman Index) for SCE's 78.21% share of the costs to purchase and install the
four new steam generators in Units 2 and 3 and remove and dispose of their predecessors. SCE has spent $601 million
through December 31, 2012 on the steam generator replacement project. These expenditures are included in the table
above and remain subject to CPUC reasonableness review and approval.

As a result of outages associated with the steam generator inspection and repair, electric power and capacity normally
provided by San Onofre are being purchased in the market by SCE (commencing on February 1 for Unit 3 and March 5
for Unit 2). Market power costs through December 31, 2012 were approximately $300 million, net of avoided nuclear fuel
costs, and are typically recoverable through the ERRA balancing account subject to CPUC reasonableness review, which
will now take place as part of the CPUC's Order Instituting Investigation proceeding. Future market power costs cannot be
estimated at this time due to uncertainties associated with when and at what output levels the Units will or may be
returned to service; however, such amounts may be material.

Through December 2012, SCE's share of incremental inspection and repair costs totaled $102 million for both Units (not
including payments made by MHI as described below), and repairs to restart Unit 2 at the reduced power levels described
above were completed. The costs for Unit 2 may increase following NRC review under the CAL. Total incremental repair
costs associated with returning Unit 3 to service, and returning both Units to service at originally specified capabilities
safely, remain uncertain. SCE recorded its share of payments made to date by MHI ($36 million) as a reduction of
incremental inspection and repair costs.

SCE believes that the actions taken and costs incurred in connection with the San Onofre replacement steam generators and
outages have been prudent. Accordingly, SCE considers its operating, capital, and market power costs, recoverable through
base rates and the ERRA balancing account, as offset by third party recoveries where applicable. SCE cannot provide
assurance that either or both Units of San Onofre will be returned to service, that the CPUC will not disallow costs incurred
or order refunds to customers of amounts collected in rates, or that SCE will be successful in recovering amounts from third
parties. A delay in the restart of San Onofre Unit 2 beyond this summer may impact plans for future operations of both Units.
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Disallowances of costs and/or refund of amounts received from customers could be material and adversely affect SCE's
financial condition, results of operations and cash flows.

2013 Cost of Capital Application

In June 2012, the CPUC issued an order in the 2013 Cost of Capital proceeding consolidating SCE's 2013 application with
the three other California investor-owned utilities' applications and splitting the proceeding into two phases. The first phase
addressed the 2013 ratemaking capital structure and cost of capital for the utilities. The second phase considers whether the
current cost of capital adjustment mechanism should be continued or modified.

In December 2012, the CPUC issued a final decision in the ratemaking capital structure and cost of capital phase of SCE's
2013 cost of capital proceeding granting SCE's requested ratemaking capital structure of 43% long-term debt, 9% preferred
equity and 48% common equity. The decision adopted a return on common equity of 10.45% and adopted long-term debt and
preferred stock costs of 5.49% and 5.79%, respectively. SCE has implemented the impacts of the decision in rates, effective
January 1, 2013.

In February 2013, a proposed decision was issued in the second phase of the proceeding that provides for SCE's adjustment
mechanism to continue for 2014 and 2015. The proposed decision also provides for the mechanism to automatically readjust
SCE’s capital costs if certain thresholds are reached on an annual basis. A final decision for the second phase is expected in
March 2013.

Capital Program

Total capital expenditures (including accruals) were $3.9 billion in both 2012 and 2011. Due to the delay in the GRC
decision, the level of capital expenditures in 2012 was lower than anticipated. SCE's capital program for 2013 — 2014 is
focused primarily in the following areas:

* Maintaining reliability and expanding the capability of SCE's transmission and distribution system.

» Upgrading and constructing new transmission lines and substations for system reliability and increased access to
renewable energy, including the Tehachapi, Devers-Colorado River, Eldorado-Ivanpah, and Red Bluff transmission and
substation projects.

* Maintaining performance of SCE's natural gas, nuclear and hydro-electric generating plants.

SCE forecasts capital expenditures in the range of $7.3 billion to $8.2 billion for 2013 — 2014. Actual capital spending will be
affected by: changes in regulatory, environmental and engineering design requirements; permitting and project delays; cost
and availability of labor, equipment and materials; and other factors as discussed further under "SCE: Liquidity and Capital
Resources—Capital Investment Plan." SCE continues to experience cost pressures on its Tehachapi and Devers-Colorado
River Transmission Projects, primarily related to environmental monitoring and mitigation costs, scope changes and schedule
delays. The Tehachapi Transmission Project has experienced further permitting and schedule delays. The Project may be
further impacted by CPUC proceedings to reexamine construction options, including possibly undergrounding lines, for a
portion of the Project and by issues related to aviation marking and lighting and community opposition to portions of the line,
as further discussed in "SCE: Liquidity and Capital Resources—Capital Investment Plan."

EME Chapter 11 Bankruptcy Filing

During 2012, EME continued to experience operating losses due to low realized energy and capacity prices, high fuel costs
and low generation at the Midwest Generation plants. Forward market prices indicate that these trends are expected to
continue for a number of years. A continuation of these adverse trends coupled with pending debt maturities and the need to
retrofit its Midwest Generation plants to comply with governmental regulations, ultimately caused EME and certain of its
wholly-owned subsidiaries to file voluntary petitions on the Petition Date for relief under Chapter 11 of the Bankruptcy Code
in the Bankruptcy Court. On December 16, 2012, Edison International, EME and certain of EME's senior unsecured
noteholders entered into Support Agreement, that, subject to further documentation, Bankruptcy Court approval and certain
other conditions, provides that:

» Edison International will cease to own EME when EME emerges from bankruptcy pursuant to a plan of reorganization.

* The tax allocation agreements with respect to EME will be extended through the earlier of the effective date of a plan of
reorganization or December 31, 2014, and EME will remain bound to perform its obligations under such agreements.

» Edison International and EME will continue to provide ongoing shared services to each other in the ordinary course,
consistent with the same terms and conditions on which those services have been provided in the past.
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* Upon effectiveness of EME's plan of reorganization, Edison International will assume certain of EME's employee
retirement related liabilities.

» Edison International, EME and the noteholders who have signed the Support Agreement will exchange releases of claims,
and EME and Edison International will cross-indemnify one another against liabilities arising from the conduct of their
separate businesses.

Under the Support Agreement, within 150 days following the Petition Date, EME will seek authority from the Bankruptcy
Court to enter into the Settlement Transaction, which must be obtained within 210 days following the Petition Date or the
Support Agreement is subject to termination. There can be no assurance that the Bankruptcy Court will approve the
Settlement Transaction, and even if it is approved, there can be no assurance that the conditions to the effectiveness of the
Settlement Transaction will be satisfied. In addition, EME is entitled to terminate the Support Agreement and consider
alternative transactions in accordance with its fiduciary duties.

In anticipation of EME's Chapter 11 filing, Edison International's representatives, who previously served on the EME Board
of Directors, resigned. EME and those subsidiaries in Chapter 11 proceedings retain control of their assets and are authorized
to operate their businesses as debtors-in-possession while being subject to the jurisdiction of the Bankruptcy Court and in
accordance with the applicable provisions of the Bankruptcy Code and orders of the Bankruptcy Court. Edison International
no longer retains significant influence over the ongoing operations of EME.

Edison International anticipates that the Bankruptcy Court will approve a plan of reorganization in which Edison
International ceases to have any ownership interest as provided in the Support Agreement. As a result of the bankruptcy
filing, Edison International no longer consolidates the earnings and losses of EME or its subsidiaries effective December 17,
2012 and has reflected its ownership interest in EME utilizing the cost method of accounting prospectively, under which
Edison International's investment in EME is reflected as a single amount on the Consolidated Balance Sheet of Edison
International at December 31, 2012. Furthermore, Edison International has recorded a full impairment of the investment in
EME as a result of the deconsolidation of EME, recognition of losses previously deferred in accumulated other
comprehensive income, a provision for losses from the EME bankruptcy and estimated tax impacts related to the expected
future tax deconsolidation and separation of EME from Edison International. The aggregate impact of these matters resulted
in an after tax charge of $1.3 billion during the fourth quarter of 2012. In addition, for the reasons described above, Edison
International considers EME to be an abandoned asset under generally accepted accounting principles, and, as a result, the
operations of EME prior to December 17, 2012 and for all prior years, are reflected as discontinued operations in the
consolidated financial statements. See "Item 8. Notes to Consolidated Financial Statements—Note 17. Discontinued
Operations" for additional information related to these bankruptcy proceedings.

RESULTS OF OPERATIONS
SCE

SCE's results of operations are derived mainly through two sources:

» Utility earning activities — representing revenue authorized by the CPUC and FERC which is intended to provide SCE a
reasonable opportunity to recover its costs and earn a return on its net investment in generation, transmission and
distribution assets. The annual revenue requirements are comprised of authorized operation and maintenance costs,
depreciation, taxes and a return consistent with the capital structure. Also, included in utility earnings activities are
revenues or penalties related to incentive mechanisms, other operating revenue, and regulatory charges or disallowances,
if any.

+ Utility cost-recovery activities — representing CPUC- and FERC-authorized balancing accounts which allow for recovery
of specific project or program costs, subject to reasonableness review or compliance with upfront standards. Utility cost-
recovery activities include rates which provide recovery, subject to reasonableness review of, among other things, fuel
costs, purchased power costs, public purpose related-program costs (including energy efficiency and demand-side
management programs), certain operation and maintenance expenses and nuclear decommissioning expenses.

The following tables summarize SCE's results of operations for the periods indicated. The presentation below separately
identifies utility earning activities and utility cost-recovery activities. Beginning in 2012, SCE classified revenues and costs
related to programs that provide for recovery of actual costs plus a return on capital as utility earning activities. Previously,
SCE classified the recovery of actual costs incurred under these programs as utility cost-recovery activities. In addition, the
2012 GRC decision eliminated the balancing account treatment for Palo Verde operation and maintenance costs effective
January 1, 2012. The tables presented below reflect a reclassification of the revenues and costs for 2011 and 2010 consistent
with the presentation in 2012. The reclassification of revenues and costs had no impact on earnings.

30



The following table is a summary of SCE's results of operations for the periods indicated. The presentation below separately
identifies utility earnings activities and utility cost-recovery activities:

2012 2011 2010
Utility Utility Utility
Utility Cost- Utility Cost- Utility Cost-
Earning  Recovery Total Earning  Recovery Total Earning  Recovery Total
(in millions) Activities Activities Consolidated Activities Activities Consolidated Activities Activities Consolidated
Operating revenue $ 6,68 $ 5169 $ 11,851|$ 6,257 $ 4320 $ 10,577|$ 5,837 § 4,146 $ 9,983
Fuel and purchased power — 4,139 4,139 — 3,356 3,356 — 3,293 3,293
Operations and maintenance 2,518 1,026 3,544 2,423 964 3,387 2,439 852 3,291
Depreciation decommissioning
and amortization 1,562 — 1,562 1,426 — 1,426 1,273 — 1,273
Property taxes and other 296 1) 295 285 — 285 263 — 263
Disallowances and other 32 — 32 — — — — (1) (1)
Total operating expenses 4,408 5,164 9,572 4,134 4,320 8,454 3,975 4,144 8,119
Operating income 2,274 5 2,279 2,123 — 2,123 1,862 2 1,864
Net interest expense and other (400) %) (405) (378) — (378) (330) 2) (332)
Income before income taxes 1,874 — 1,874 1,745 — 1,745 1,532 — 1,532
Income tax expense 214 214 601 601 440 440
Net income 1,660 — 1,660 1,144 — 1,144 1,092 — 1,092
Dividends on preferred and
preference stock 91 — 91 59 — 59 52 — 52
Net income available for
common stock $ 1,569 $ — 1,569 |8 1,085 $ — $ 1,085($ 1,040 $ — 3 1,040
Core Earnings' 1,338 $ 1,085 $ 984
Non-Core Earnings
2012 General Rate Case —
repair deductions
(2009 —2011) 231 — —
Global Settlement — 95
Tax impact of health care
legislation — (39)
Total SCE GAAP Earnings $ 1,569 $ 1,085 $ 1,040

1
Utility Earning Activities
2012 vs 2011

Utility earning activities were primarily affected by the following:

* Higher operating revenue was primarily due to the following:

See use of non-GAAP financial measures in "Management Overview—Highlights of Operating Results."

* $375 million increase in revenue related to the implementation of the 2012 GRC decision. The decision authorized a
revenue requirement increase of approximately $470 million over the 2011 authorized revenue, excluding nuclear
refueling outages ($95 million of which is reflected in utility cost-recovery activities primarily related to employee

benefits); and

» $60 million increase in revenue related to authorized CPUC projects not included in SCE's GRC authorized revenue,

including the EdisonSmartConnect” project and the Solar Photovoltaic project.
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Higher operation and maintenance expense due to the following:
* $112 million in accrued severance costs from current and approved reductions in staffing;

» $66 million in incremental inspection and repair costs related to the outages at San Onofre, net of SCE's share of
payments received from MHI; and

»  $85 million of lower costs related to information technology, transmission and distribution expenses, San Onofre and
benefits realized from EdisonSmartConnect”.

Higher depreciation, decommissioning and amortization expense of $136 million was primarily related to increased
generation, transmission and distribution investments, including capitalized software costs.

$32 million charge due to the 2012 GRC decision disallowing capitalized costs incurred as part of SCE's implementation
of SAP's Enterprise Resource Planning system.

Higher net interest expense and other of $22 million was primarily due to higher outstanding balances on long-term debt
due to new issuances. For further details of other income and expenses, see "Item 8. Notes to Consolidated Financial
Statements—Note 16. Other Income and Expenses."

Lower income taxes primarily due to an earnings benefit resulting from the regulatory treatment adopted in the 2012 GRC
for tax repair deductions for income tax purposes. See "—Income Taxes" below for more information.

Higher preferred and preference stock dividends of $32 million related to new issuances in 2012.

2011 vs 2010

Utility earning activities were primarily affected by the following:

Higher operating revenue primarily due to the following:

* $135 million increase primarily due to a $215 million (4.35%) increase in 2011 authorized revenue approved in the
2009 CPUC GRC decision. The 2011 increase was partially offset by reductions of $80 million mainly resulting from
revenue recognized in 2010 associated with the recovery of San Onofre Unit 3 scheduled outage costs with no
comparable amount in 2011;

* $125 million in revenue related to authorized CPUC projects not included in SCE's GRC process, primarily related to
the San Onofre steam generator replacement project, the EdisonSmartConnect” project and the Solar Photovoltaic
project;

*  $95 million increase in FERC-related revenue primarily resulting from the inclusion of capital expenditures related to
the Tehachapi Transmission Project in rate base;

*  $25 million increase in capital-related revenue requirements related to the San Onofre steam generator replacement
project and a $20 million increase for the EdisonSmartConnect” project; and

* $20 million increase related to recovery of legal costs incurred between 2004 and 2009 in support of SCE's efforts to
obtain generator refunds related to claims arising out of the energy crisis in California in 2000 — 2001.

Higher depreciation, decommissioning and amortization expense of $153 million primarily related to increased
transmission and distribution investments.

Higher net interest expense and other of $48 million primarily due to higher outstanding balances on long-term debt. For
details of other income and expenses, see "Item 8. Notes to Consolidated Financial Statements—Note 16. Other Income
and Expenses."

Higher income taxes primarily due to an increase in income as well as benefits recorded in 2010 related to the Global
Settlement. See "—Income Taxes" below for more information.
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Utility Cost-Recovery Activities
2012 vs. 2011
Utility cost-recovery activities were primarily affected by the following:

* Higher fuel and purchased power expense of $783 million was primarily driven by the cost to replace CDWR contracts
that expired in 2011, which were not previously recorded as an SCE cost but which were included as a separate
component on customer bills (see "—Supplemental Operating Revenue Information" below) and $300 million of market
costs net of lower nuclear fuel costs related to the San Onofre outages in 2012 (see "Management Overview—San Onofre
Outage, Inspection and Repair Issues" for further information).

» Higher operation and maintenance expense of $62 million was primarily due to an increase in pension and postretirement
benefit contributions.

2011 vs. 2010
Utility cost-recovery activities were primarily affected by the following:

* Higher purchased power expense of $59 million primarily driven by the cost to replace CDWR contracts that expired in
2011, which were not previously recorded as an SCE cost but impacted customer bills (see "—Supplemental Operating
Revenue Information" below), and higher costs associated with renewable contracts. The increase was partially offset by
increased purchased power in 2010 during the outages at San Onofre and Four Corners.

» Higher operation and maintenance expense of $112 million primarily due to an increase in spending for various public
purpose programs.

Supplemental Operating Revenue Information

SCE's retail billed and unbilled revenue (excluding wholesale sales and balancing account over/undercollections) was
$11.1 billion for 2012 and $10.0 billion for both 2011 and 2010. The 2012 revenue reflects:

* A sales volume increase of $1.4 billion, primarily due to SCE providing power that was previously provided by CDWR
contracts which expired in 2011, partially offset by

* Arate decrease of $344 million, resulting from rate adjustments in June 2011 and August 2012, primarily reflecting lower
natural gas prices and refunds to customers of over-collected fuel and power procurement-related costs.

The 2011 revenue reflects:

* Arate decrease of $408 million resulting from a rate adjustment beginning on June 1, 2011, primarily reflecting the refund
of over collected fuel and power procurement-related costs, offset by

* A sales volume increase of $393 million primarily due to SCE providing power that was previously provided by CDWR
contracts which expired in 2011.

The 2010 revenue reflects:

* Arate increase of $777 million mainly due to the implementation of the CPUC 2009 GRC decision and approved FERC
transmission rate changes, partially offset by

» Asales volume decrease of $255 million primarily due to milder weather experienced during 2010 compared to the same
period in 2009 and continuing recessionary effects.

As a result of the CPUC-authorized decoupling mechanism, SCE earnings are not affected by changes in retail electricity
sales (see "Item 1. Business—Overview of Ratemaking Process").

SCE remits to CDWR and does not recognize as revenue the amounts that SCE bills and collects from its customers for
electric power purchased and sold by the CDWR to SCE's customers, as well as CDWR bond-related costs and a portion of
direct access exit fees. The amounts collected and remitted to CDWR were $44 million, $1.1 billion and $1.2 billion for years
ended December 31, 2012, 2011 and 2010, respectively. All CDWR power contracts allocated to SCE by the CPUC expired
by the end of 2011.
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Income Taxes

The table below provides a reconciliation of income tax expense computed at the federal statutory income tax rate to the
income tax provision.

Years ended December 31,

(in millions) 2012 2011 2010
Income from continuing operations before income taxes $ 1,874 $ 1,745 $ 1,532
Provision for income tax at federal statutory rate of 35% 656 611 536

Increase (decrease) in income tax from:
Items presented with related state income tax, net:

2012 General Rate Case — repair deductions' (231) * — —

Global Settlement related” — — (95) *

Change in tax accounting method for asset removal costs’ — — (40) *
State tax, net of federal benefit 54 80 59
Health care legislation® — — 39 *
Property-related’ (223) (46) (92)
Accumulated deferred income tax adjustments (41) (30) —
Tax reserve 36 3) 45
Other 37 (11 (12)
Total income tax expense from continuing operations $ 214 $ 601 $ 440
Effective tax rate 11.4% 34.4% 28.7%

* These items are reflected as non-core benefits or charges. See use of Non-GAAP financial measures in "Management Overview—
Highlights of Operating Results."

As discussed below, SCE recorded a $231 million earnings benefit in the fourth quarter of 2012, resulting from the flow-through
regulatory treatment for certain repair costs for 2009 — 2011 as adopted in the 2012 GRC.

2 Edison International and the IRS finalized the terms of a Global Settlement on May 5, 2009. The Global Settlement resolved all
of SCE's federal income tax disputes and affirmative claims through tax year 2002. During 2010, SCE recognized a $95 million
earnings benefit from the acceptance by the California Franchise Tax Board of the tax positions finalized in 2009 and receipt of
the final interest determination from the Franchise Tax Board.

During 2010, the IRS approved SCE's request to change its tax accounting method for asset removal costs primarily related to
its infrastructure replacement program. As a result, SCE recognized a $40 million earnings benefit (of which $28 million relates
to asset removal costs incurred prior to 2010) from deducting asset removal costs earlier in the construction cycle. These
deductions were recorded on a flow-through basis as required by the CPUC.

During 2010, SCE recorded a $39 million non-cash charge to reverse previously recognized federal tax benefits eliminated by
the federal health care legislation enacted in March 2010. The health care law eliminated the federal tax deduction for retiree
health care costs to the extent those costs are eligible for federal Medicare Part D subsidies.

> Incremental repair benefit recorded in 2012. See discussion of repair deductions below.

2012 GRC Earnings Benefit from Repair Deductions

Edison International made a voluntary election in 2009 to change its tax accounting method for certain repair costs incurred
on SCE's transmission, distribution and generation assets. Regulatory treatment for the incremental deductions taken after the
2009 election to change SCE's tax accounting method for certain repair costs was included as part of SCE's 2012 GRC. The
2012 GRC decision retained flow-through treatment of repair deductions for regulatory purposes, which resulted in SCE
recognizing an earnings benefit of $231 million from these incremental deductions taken in 2009, 2010 and 2011. The
earnings benefit results from recognition of a regulatory asset for recovery of deferred income taxes in future periods due to
the flow-through treatment of repair deduction for income tax purposes. The 2012 earnings benefits from incremental repair
deductions following the same regulatory treatment was $115 million (classified as property related in the above table) and
the earnings benefit for 2013 is estimated to be approximately $50 million.
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For a discussion of the status of Edison International's income tax audits, see "Item 8. Notes to Consolidated Financial
Statements—Note 7. Income Taxes."

Edison International Parent and Other

Results of operations for Edison International Parent and Other includes amounts from other Edison International subsidiaries
that are not significant as a reportable segment, as well as intercompany eliminations. As a result of EME's bankruptcy, EME
and its subsidiaries were deconsolidated and reported as discontinued operations for all periods presented. For additional
information, see "Management Overview—EME Chapter 11 Bankruptcy Filing." Since the continuing operations of the
competitive power generation segment was no longer significant enough to be reported separately, this segment has been
combined into Edison International Parent and Other for all periods presented.

Income from Continuing Operations

Edison International Parent and Other loss from continuing operations is comprised of the following:

Years ended December 31,

(in millions) 2012 2011 2010
Income (loss) from continuing operations
Edison International Parent $ B85 $ 33 $ (8)
EMG 19 11 60
Edison International Parent and Other (66) (44) 52

Less: Non-Core Items:

Edison International Parent:

Consolidated state deferred tax impact related to EME 37 (19) 21
Global Settlement — — 7
EMG:
Gain on sale of Beaver Valley lease interest 31 — —
Write-down of net investment in aircraft leases — (16) —
Global Settlement — — 36
Total Non-Core Items (6