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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. These statements reflect Edison Mission Energy's (EME's) current expectations and projections about future events based on EME'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 EME that is incorporated in this annual report, or that refers to or incorporates this
annual report, may also contain forward-looking statements. In this annual 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 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 EME or its subsidiaries, include but are
not limited to:

non non

EME's ability to borrow funds and access the capital markets on reasonable terms;

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

supply and demand for electric capacity and energy, and the resulting prices and dispatch volumes, in the wholesale markets to which
EME's generating units have access;

the cost and availability of fuel, sorbents, and other commodities used for power generation and emission controls, and of related
transportation services;

the cost and availability of emission credits or allowances;

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

the difficulty of predicting wholesale prices, transmission congestion, energy demand, and other aspects of the complex and volatile
markets in which EME and its subsidiaries participate;

the availability and creditworthiness of counterparties, and the resulting effects on liquidity in the power and fuel markets in which
EME and its subsidiaries operate and/or the ability of counterparties to pay amounts owed to EME in excess of collateral provided in

support of their obligations;

governmental, statutory, regulatory or administrative changes or initiatives affecting EME or the electricity industry generally,
including the market structure rules applicable to each market and price mitigation strategies adopted by independent system operators

and regional transmission organizations;

market volatility and other market conditions that could increase EME's obligations to post collateral beyond the amounts currently
expected, and the potential effect of such conditions on the ability of EME and its subsidiaries to provide sufficient collateral in
support of their hedging activities and purchases of fuel;
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actions taken by Edison International and EME's directors, each of whom is appointed by Edison International, in the interests of
Edison International and its shareholders, which could include causing EME, subject to contractual obligations and applicable law, to
distribute cash or assets or otherwise take actions that may alter the portion of Edison International's portfolio of assets held and

developed by EME;

project development and acquisition risks, including those related to project site identification, financing, construction, permitting, and
governmental approvals;

weather conditions, natural disasters and other unforeseen events;

the extent of additional supplies of capacity, energy and ancillary services from current competitors or new market entrants, including
the development of new generation facilities, and technologies that may be able to produce electricity at a lower cost than EME's

generating facilities and/or increased access by competitors to EME's markets as a result of transmission upgrades;

operating risks, including equipment failure, availability, heat rate, output, costs of repairs and retrofits, and availability and cost of
spare parts;

creditworthiness of suppliers and other project participants and their ability to deliver goods and services under their contractual
obligations to EME and its subsidiaries or to pay damages if they fail to fulfill those obligations;

effects of legal proceedings, changes in or interpretations of tax laws, rates or policies, and changes in accounting standards;

general political, economic and business conditions; and

EME's continued participation and the continued participation by EME's subsidiaries in tax-allocation and payment agreements with
EME's respective affiliates.

Certain of the risk factors listed above are discussed in more detail in "Item 1A. Risk Factors" and in "Item 7. Management's Discussion and
Analysis of Financial Condition and Results of Operations Market Risk Exposures." Additional information about the risk factors listed above
and other risks and uncertainties is contained throughout this annual report. Readers are urged to read this entire annual report, including the
information incorporated by reference, and carefully consider the risks, uncertainties and other factors that affect EME's business.
Forward-looking statements speak only as of the date they are made, and EME is not obligated to publicly update or revise forward-looking
statements. Readers should review future reports filed by EME with the Securities and Exchange Commission.
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GLOSSARY

When the following terms and abbreviations appear in the text of this report, they have the meanings indicated below.

2010 Tax Relief Act

AOI
ARO(s)
BACT
BART
bef

Big 4

Btu

CAA
CAIR
CAMR
CARB
Co,

coal plants

Commonwealth Edison
CPS

CPUC

EIA

EME
EMMT
EWG(s)
FASB
FERC

FPA

GAAP
GHG

GWh
HAP(s)
Homer City
Illinois EPA

Tax Relief, Unemployment Insurance Reauthorization and Job
Creation Act of 2010

adjusted operating income (loss)

asset retirement obligation(s)

best available control technology

best available retrofit technology

billion cubic feet

Kern River, Midway-Sunset, Sycamore and Watson natural gas
power projects

British thermal units

Clean Air Act

Clean Air Interstate Rule

Clean Air Mercury Rule

California Air Resources Board

carbon dioxide

Midwest Generation coal plants and Homer City electric generating
station

Commonwealth Edison Company

Combined Pollutant Standard

California Public Utilities Commission

Energy Information Administration

Edison Mission Energy

Edison Mission Marketing & Trading, Inc.

exempt wholesale generator(s)

Financial Accounting Standards Board

Federal Energy Regulatory Commission

Federal Power Act

United States generally accepted accounting principles
greenhouse gas

gigawatt-hours

hazardous air pollutant(s)

EME Homer City Generation L.P.

Illinois Environmental Protection Agency
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ISO(s)
Lehman Brothers

LIBOR
Midwest Generation
MMBtu
Moody's

MW

MWh
NAAQS
NAPP

NERC

NOy

NSR

NYISO
PADEP
PG&E

PIM

PRB

PSD

RPM

RTO(s)

S&P

SCE

SIP(s)

SNCR

SO,

Transport Rule
US EPA

U.S. Treasury grants
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independent system operator(s)

Lehman Brothers Commodity Services, Inc. (filed for bankruptcy on
October 3, 2008) and Lehman Brothers Holdings, Inc. (filed for
bankruptcy on September 15, 2008)

London Interbank Offered Rate

Midwest Generation, LLC

million British thermal units

Moody's Investors Service, Inc.

megawatts

megawatt-hours

National Ambient Air Quality Standard(s)

Northern Appalachian

North American Electric Reliability Corporation
nitrogen oxide

New Source Review

New York Independent System Operator
Pennsylvania Department of Environmental Protection
Pacific Gas & Electric Company

PJM Interconnection, LL.C

Powder River Basin

Prevention of Significant Deterioration

Reliability Pricing Model

regional transmission organization(s)

Standard & Poor's Ratings Services

Southern California Edison Company

state implementation plan(s)

selective non-catalytic reduction

sulfur dioxide

Clean Air Transport Rule

United States Environmental Protection Agency

Cash grants, under the American Recovery and Reinvestment Act of
2009
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PART I
ITEM 1. BUSINESS

Overview

EME is a holding company whose subsidiaries and affiliates are engaged in the business of developing, acquiring, owning or leasing, operating
and selling energy and capacity from independent power production facilities. Some of the facilities are operated on a merchant basis, with
energy being sold into the marketplace, and others are operated under contracts calling for the delivery of energy to specific purchasers. EME
also engages in hedging and energy trading activities in power markets through its EMMT subsidiary. EME was formed in 1986 and is an
indirect subsidiary of Edison International. Edison International also owns SCE, one of the largest electric utilities in the United States.

EME's subsidiaries or affiliates have typically been formed to own full or partial interests in one or more power generation facilities and
ancillary facilities, with each plant or group of related plants being individually referred to by EME as a project. EME's operating projects
primarily consist of coal-fired generating facilities, natural gas-fired generating facilities and renewable energy facilities, which include wind
projects and one biomass project. As of December 31, 2010, EME's subsidiaries and affiliates owned or leased interests in 39 operating projects
with an aggregate net physical capacity of 10,979 MW of which EME's pro rata share was 9,852 MW. At December 31, 2010, EME's
subsidiaries and affiliates also owned four wind projects under construction totaling 480 MW of net generating capacity.

Location and Available Information

EME is incorporated under the laws of the State of Delaware. EME's headquarters and principal executive offices are located at 3 MacArthur
Place, Suite 100, Santa Ana, California 92707, and EME's telephone number is (714) 513-8000. Unless indicated otherwise or the context
otherwise requires, references to EME in this annual report are with respect to EME and its consolidated subsidiaries and the partnerships or
limited liability entities through which EME and its partners own and manage their project investments.

EME's Annual Reports on Form 10-K, Quarterly Reports on Form 10-Q, Current Reports on Form 8-K, and amendments to those reports, are
electronically filed or furnished pursuant to Section 13(a) or 15(d) of the Securities Exchange Act of 1934, as amended, and are available on the
Securities and Exchange Commission's internet web site at http://www.sec.gov.

Electric Power Industry

The United States electric industry, including companies engaged in providing generation, transmission, distribution and retail sales and service
of electric power, has undergone significant deregulation over the last three decades, which has led to increased competition, especially in the
generation sector. See further discussion of regulations under "Regulatory Matters."
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In areas where ISOs and RTOs have been formed, market participants have open access to transmission service typically at a system-wide rate.
ISOs and RTOs may also operate real-time and day-ahead energy and ancillary service markets, which are governed by FERC-approved tariffs
and market rules. The development of such organized markets into which independent power producers are able to sell has reduced their
dependence on bilateral contracts with electric utilities. In addition, capacity markets in various regional wholesale power markets compensate
supply resources for the capability to supply electricity when needed, and demand resources for the electricity they avoid using.

Wholesale Markets

EME's largest power plants are its coal power plants located in Illinois, which are collectively referred to as the Midwest Generation plants in
this annual report, and the Homer City plant located in Pennsylvania. Collectively, EME refers to both the Midwest Generation plants and the
Homer City plant as the coal plants. The coal plants sell power primarily into PJM, an RTO which includes all or parts of Delaware, Illinois,
Indiana, Kentucky, Maryland, Michigan, New Jersey, North Carolina, Ohio, Pennsylvania, Tennessee, Virginia, West Virginia and the District
of Columbia. Sales may also be made from PJM into the Midwest Independent Transmission System Operator (MISO) RTO, which includes all
or parts of Illinois, Wisconsin, Indiana, Michigan, Ohio, and other states in the region, and into the NYISO, which controls the transmission grid
and energy and capacity markets for New York State.

PJM operates a wholesale spot energy market and determines the market-clearing price for each hour based on bids submitted by participating
generators indicating the minimum prices at which a bidder is willing to dispatch energy at various incremental generation levels. PJM requires
all load-serving entities and generators, such as Midwest Generation and Homer City, to maintain prescribed levels of capacity, including a
reserve margin, to ensure system reliability. PJM's capacity markets have a single market-clearing price for each capacity zone. In May of every
year, PJM conducts an annual capacity auction (RPM) to commit generation, energy efficiency and demand side resources three years forward,
and to provide a long-term pricing signal for capacity resources.

Competition

EME is subject to competition from energy marketers, public utilities, government-owned power agencies, industrial companies, financial
institutions, and other independent power producers. These companies may have competitive advantages as a result of scale, the location of their
generation facilities or other factors. Some of EME's competitors have a lower cost of capital than most independent power producers and, in the
case of utilities, are often able to recover fixed costs through rate base mechanisms, allowing them to build, buy and upgrade generation without
relying exclusively on market clearing prices to recover their investments.

State and local environmental regulations, particularly those that impose stringent state specific emission limits, could put EME's coal plants at a
disadvantage compared with competing power plants operating in nearby states and subject to less stringent state emission limits or to federal
emission limits alone, and the CPS could put the Midwest Generation plants at a disadvantage compared with competing plants not subject to
similar regulations. Potential future climate change regulations could also put EME's coal plants at a

6
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disadvantage compared to both power plants utilizing other fuels and utilities that may be able to recover climate change compliance costs
through rate-base mechanisms. In addition, the ability of these plants to compete may be affected by governmental and regulatory activities
designed to support the construction and operation of power generation facilities fueled by renewable energy sources.

Operating Segments

EME operates in one line of business, independent power production, with all its continuing operations located in the United States, except the
Doga project, which is located in the Republic of Turkey. Operating revenues are primarily derived from the sale of energy and capacity
generated from the coal plants. EME is headquartered in Santa Ana, California, and its subsidiaries have offices located in Bolingbrook and
Chicago, Illinois, and Boston, Massachusetts.

24



Edgar Filing: EDISON MISSION ENERGY - Form 10-K

Table of Contents

Overview of Facilities

As of December 31, 2010, EME's operations consisted of ownership or leasehold interests in the following operating projects:

EME's
Net Capacity
Primary Physical Pro Rata
Electric Ownership Capacity Share
Power Plants Location Purchaser2 Fuel Type Interest (in MW) (in MW)
MERCHANT POWER PLANTS
Midwest Generation
plants! [llinois PIM coal 100% 5,172 5,172
Midwest Generation
plants' Illinois PIM oil 100% 305 305
Homer City plant! Pennsylvania PIM coal 100% 1,884 1,884
Merchant Wind
Goat Wind Texas ERCOT wind 99.9%:3 150 150
Lookout Pennsylvania PIM wind 100% 38 38
CONTRACTED POWER PLANTS Domestic
Natural Gas
Big 4 Projects
natural
Kern River! California SCE gas 50% 300 150
natural
Midway-Sunset! California PG&E gas 50% 225 113
natural
Sycamore! California SCE gas 50% 300 150
natural
Watson California SCE gas 49% 385 189
Westside Projects!
natural
Coalinga California PG&E gas 50% 38 19
natural
Mid-Set California PG&E gas 50% 38 19
natural
Salinas River California PG&E gas 50% 38 19
natural
Sargent Canyon California PG&E gas 50% 38 19

Sunrise!



