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(212) 735-3000

Approximate date of commencement of proposed sale to the public: As soon as practicable after this registration statement becomes
effective.

If the securities being registered on this Form are being offered in connection with the formation of a holding company and there is
compliance with General Instruction G, check the following box. o

If this Form is filed to register additional securities for an offering pursuant to Rule 462(b) under the Securities Act, check the following
box and list the Securities Act registration statement number of the earlier effective registration statement for the same offering. o

If this Form is a post-effective amendment filed pursuant to Rule 462(d) under the Securities Act, check the following box and list the
Securities Act registration statement number of the earlier effective registration statement for the same offering. o

CALCULATION OF REGISTRATION FEE

Proposed Maximum Proposed Maximum
Title of Each Class of Amount to Offering Price Aggregate Amount of
Securities to be Registered be Registered per Security(1) Offering Price(1) Registration Fee
7.00% Senior Notes due May 15, 2017 $ 1,200,000,000 100% $ 1,200,000,000 $ 36,840
7.20% Senior Notes due May 15, 2019 $ 800,000,000 100% $ 800,000,000 $ 24,560
7.625% Senior Notes due May 15, 2027 $ 700,000,000 100% $ 700,000,000 $ 21,490

6]
Estimated solely for the purpose of calculating the registration fee pursuant to Rule 457(f) under the Securities Act of 1933.

The Registrant hereby amends this registration statement on such date or dates as may be necessary to delay its effective date until the
Registrant shall file a further amendment which specifically states that this Registration Statement shall thereafter become effective in
accordance with Section 8(a) of the Securities Act of 1933, or until the Registration Statement shall become effective on such date as the
Securities and Exchange Commission, acting pursuant to the said Section 8(a), may determine.
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The information in this prospectus is not complete and may be changed. These securities may not be sold until the registration statement filed
with the Securities and Exchange Commission is effective. This prospectus is not an offer to sell these securities, and it is not soliciting an offer
to buy, these securities in any state where the offer or sale is not permitted.

Subject to completion, dated October 22, 2007.

PROSPECTUS

Edison Mission Energy

Offer to exchange $1,200,000,000 aggregate principal amount of 7.00% Senior Notes due
May 15, 2017 (CUSIPs 281023 AS 0, U27811 AE 5 and 281023 AT 8) for $1,200,000,000
7.00% Senior Notes due May 15, 2017 which have been registered under the
Securities Act of 1933, as amended, $800,000,000 aggregate principal amount of
7.20% Senior Notes due May 15, 2019 (CUSIPs 281023 AV 3, U27811 AF 2 and 281023 AW 1) for $800,000,000
7.20% Senior Notes due May 15, 2019 which have been registered under the Securities Act of 1933,
as amended, and $700,000,000 aggregate principal amount of 7.625% Senior Notes due May 15, 2027
(CUSIPs 281023 AY 7, U27811 AG 0, 281023 AZ 4) for $700,000,000
7.625% Senior Notes due May 15, 2027 which have been registered under the
Securities Act of 1933, as amended

The exchange offer will expire at 5:00 p.m., New York City time,
on November 20, 2007, unless extended.

Terms of the exchange offer:

The new notes are being registered with the Securities and Exchange Commission and are being offered in exchange for the
old notes that previously were issued in an offering exempt from the Securities and Exchange Commission's registration
requirements.

The terms of the exchange offer are summarized below and more fully described in this prospectus.

We will exchange the new notes to be issued for all outstanding old notes that are validly tendered and not withdrawn
pursuant to the exchange offer.

You may withdraw tenders of old notes at any time prior to the expiration of the exchange offer.

The terms of the new notes are substantially identical to those of the old notes, except that the transfer restrictions and
registration rights relating to the old notes will not apply to the new notes.

The exchange of old notes for new notes will not be a taxable transaction for United States federal income tax purposes, but
you should see the discussion under the heading "Material U.S. Federal Income Tax Consequences."
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We will not receive any cash proceeds from the exchange offer.

We issued the old notes in a transaction not requiring registration under the Securities Act of 1933, as amended, and as a
result, their transfer is restricted. We are making the exchange offer to satisfy your registration rights, as a holder of the old
notes.

See ""Risk Factors'' beginning on page 13 for a discussion of certain risks that you should consider prior to tendering your
outstanding old notes for exchange.

Neither the Securities and Exchange Commission nor any state securities commission has approved or disapproved of these securities or
passed upon the adequacy of accuracy of this prospectus. Any representation to the contrary is a criminal offense.

Prospectus dated October 22, 2007
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ABOUT THIS PROSPECTUS

This prospectus is part of a registration statement on Form S-4 under the Securities Act of 1933, as amended, (the "Securities Act") that we
filed with the Securities and Exchange Commission (the "SEC"). You should rely only on the information contained in this prospectus or to
which we have referred you. We have not authorized anyone to provide you with information that is different. We are not making an offer of
these securities in any state where the offer is not permitted. The information in this prospectus may only be accurate on the date of this
prospectus.

This prospectus contains summaries, believed to be accurate, of some of the terms of specific documents, but reference is made to the
actual documents, copies of which will be made available upon request, for the complete information contained in those documents. All
summaries are qualified in their entirety by this reference.

WHERE YOU CAN FIND MORE INFORMATION

We file annual, quarterly and current reports and other information with the SEC. You may read and copy any document that we file at the
public reference rooms of the SEC at 100 F Street, N.E., Washington, D.C. 20549. You may obtain information on the operation of the public
reference rooms by calling the SEC at 1-800-SEC-0330. The SEC also maintains an internet site at http://www.sec.gov, from which you can
access our filings. Any statement made in this prospectus concerning any document filed with the SEC is not necessarily complete, and
reference is made to the copy of the document filed.
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This prospectus incorporates important business and financial information about us from documents that we have filed with the SEC but
have not included in or delivered with this prospectus. We will provide you with copies of this information, without charge, upon written or oral
request to:

Edison Mission Energy
18101 Von Karman Avenue, Suite 1700
Irvine, California 92612
(949) 752-5588
Attention: General Counsel

To obtain timely delivery of requested documents before the expiration of the exchange offer, you must request them no later than
November 13, 2007, which is five business days before the exchange offer expires.

FORWARD-LOOKING STATEMENTS

This prospectus contains "forward-looking statements" within the meaning of the Private Securities Litigation Reform Act of 1995. These
forward-looking statements reflect our current expectations and projections about future events based on our knowledge of present facts and
circumstances as of the date of this prospectus and assumptions about future events and include any statement that does not directly relate to a
historical or current fact. Other information distributed by us that is incorporated in this prospectus, or that refers to or incorporates this
prospectus, may also contain forward-looking statements. In this prospectus 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, or that otherwise could impact us or our subsidiaries, include but are not limited to:

non non non

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

the cost and availability of coal, natural gas and fuel oil, and associated transportation;

market volatility and other market conditions that could increase our obligations to post collateral beyond the amounts
currently expected, and the potential effect of such conditions on our ability and the ability of our subsidiaries to provide
sufficient collateral in support of their hedging activities and purchases of fuel;

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;

governmental, statutory, regulatory or administrative changes or initiatives affecting us or the electricity industry generally,
including the market structure rules applicable to each market;

environmental regulations that could require additional expenditures or otherwise affect our cost and manner of doing
business;
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our ability to successfully implement our business strategy, including development projects and future acquisitions;

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

our ability to borrow funds and access capital markets on favorable terms;

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

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

project development risks, including those related to siting, financing, construction, permitting, and governmental approvals;

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;

weather conditions, natural disasters and other unforeseen events; and

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

Readers are urged to read this entire prospectus and carefully consider the risks, uncertainties and other factors that affect our business.
There may be other factors that may cause our actual results to differ materially from the results referred to in the forward-looking statements.
All forward-looking statements attributable to us or persons acting on our behalf apply only as of the date of this prospectus and are expressly
qualified in their entirety by the cautionary statements included in this prospectus. We undertake no obligation to publicly update or revise any
forward-looking statement whether as a result of new information, future events or otherwise. Readers should review future reports filed by us
with the SEC.

INDUSTRY AND MARKET DATA

Industry and market data used throughout this prospectus were obtained through internal company research, surveys and studies conducted
by third parties and industry and general publications. Neither we nor the initial purchasers have independently verified, or make any
representations about the accuracy of, market and industry data from third-party sources. While we believe internal company estimates are
reliable and market definitions are appropriate, they have not been verified by any independent sources, and neither we nor the initial purchasers
make any representations about the accuracy of such estimates.

il
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NOTICE TO NEW HAMPSHIRE RESIDENTS

NEITHER THE FACT THAT A REGISTRATION STATEMENT OR AN APPLICATION FOR A LICENSE HAS BEEN FILED
UNDER CHAPTER 421-B OF THE NEW HAMPSHIRE UNIFORM SECURITIES ACT ("RSA 421-B"), WITH THE STATE OF NEW
HAMPSHIRE NOR THE FACT THAT A SECURITY IS EFFECTIVELY REGISTERED OR A PERSON IS LICENSED IN THE STATE OF
NEW HAMPSHIRE CONSTITUTES A FINDING BY THE SECRETARY OF STATE THAT ANY DOCUMENT FILED UNDER RSA
421-B IS TRUE, COMPLETE AND NOT MISLEADING. NEITHER ANY SUCH FACT NOR THE FACT THAT AN EXEMPTION OR
EXCEPTION IS AVAILABLE FOR A SECURITY OR A TRANSACTION MEANS THAT THE SECRETARY OF STATE HAS PASSED
IN ANY WAY UPON THE MERITS OR QUALIFICATIONS OF, OR RECOMMENDED OR GIVEN APPROVAL TO, ANY PERSON,
SECURITY, OR TRANSACTION. IT IS UNLAWFUL TO MAKE, OR CAUSE TO BE MADE, TO ANY PROSPECTIVE PURCHASER,
CUSTOMER OR CLIENT ANY REPRESENTATION INCONSISTENT WITH THE PROVISIONS OF THIS PARAGRAPH.

v
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SUMMARY

This summary highlights information about us and the exchange offer. This summary may not contain all the information that is important
to you. Therefore, you should read this summary and the more detailed information appearing elsewhere in this prospectus. We encourage you to
read this prospectus in its entirety. In this prospectus, the terms "the Company," "we," "our," "ours" and "us" refer to Edison Mission Energy, or
EME, and its direct and indirect subsidiaries unless otherwise stated or the context otherwise requires. You should consider the issues discussed

in the "Risk Factors" section beginning on page 13 in evaluating your investment in the New Notes.
Edison Mission Energy

We are an independent power producer engaged in the business of developing, acquiring, owning or leasing, operating and selling energy
and capacity from independent power production facilities. We also conduct hedging and energy trading activities in power markets open to
competition. We are a wholly owned subsidiary of Mission Energy Holding Company, or MEHC. Edison International is our ultimate parent
company. Edison International also owns Southern California Edison Company, one of the largest electric utilities in the United States.

We were formed in 1986 with two domestic operating power plants. As of June 30, 2007, our subsidiaries and affiliates owned or leased
interests in 32 operating power plants with an aggregate net physical capacity of 10,670 megawatts (MW), of which our capacity pro rata share
was 9,500 MW. At June 30, 2007, six projects totaling 293 MW of generating capacity were under construction.

We operate in one line of business, independent power production, with all our continuing operations located in the United States, except
the Doga project in Turkey. Operating revenues are primarily related to the sale of power generated from the fossil fuel plants owned by our
indirect subsidiary, Midwest Generation, LLC, located in Illinois, and the Homer City electric generating station, located in Pennsylvania. We
have substantially expanded our activities with respect to the development of renewable energy projects, particularly wind. We are
headquartered in Irvine, California, with additional offices located in Chicago, Illinois and Boston, Massachusetts.

We are a Delaware corporation. Our principal executive offices are located at 18101 Von Karman Avenue, Suite 1700, Irvine, California
92612 and our telephone number at that address is (949) 752-5588. You can find more information about us posted on the Internet website
maintained by our ultimate parent, Edison International, at www.edison.com. The information on Edison International's website is not part of
this prospectus.
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Overview of Facilities

As of June 30, 2007, our operations consisted of ownership or leasehold interests in the following operating power plants:

EME's
Net Capacity
Primary Physical Pro Rata  Number
Electric Ownership Capacity Share of
Power Plants Location Purchaser(2) Fuel Type Interest (in MW) (in MW) Plants
Merchant Power Plants
Illinois Plants(1) Illinois PIM Coal/Oil/Gas 100% 5,918 5,918 6
Homer City(1) Pennsylvania PIM Coal 100% 1,884 1,884 1
Contracted Power Plants
Domestic
Big 4 Projects
Kern River(1) California SCE Natural Gas 50% 300 150 1
Midway-Sunset(1) California SCE Natural Gas 50% 225 113 1
Sycamore(1) California SCE Natural Gas 50% 300 150 1
Watson California SCE Natural Gas 49% 385 189 1
Westside Projects
Coalinga(1) California PG&E Natural Gas 50% 38 19 1
Mid-Set(1) California PG&E Natural Gas 50% 38 19 1
Salinas River(1) California PG&E Natural Gas 50% 38 19 1
Sargent Canyon(1) California PG&E Natural Gas 50% 38 19 1
American Bituminous(1) West Virginia MPC Waste Coal 50% 80 40 1
March Point Washington PSE Natural Gas 50% 140 70 1
Sunrise(1) California CDWR Natural Gas 50% 572 286 1
Huntington New York LIPA Biomass 38% 25 9 1
San Juan Mesa(1) New Mexico SPS Wind 75% 120 90 1
Minnesota Wind Projects Minnesota NSPC/IPLC Wind 75-99% 83 75 7
Iowa Wind Projects
Storm Lake Towa MEC Wind 100% 109 109 1
Crosswinds Towa CBPC Wind 99% 21 21 1
Hardin Towa IPLC Wind 99% 15 15 1
Wildorado Texas SPS Wind 99.9% 161 161 1
International
Doga(1) Turkey TEDAS Natural Gas 80% 180 144 1
Total 10,670 9,500 32
I I B

@

Plant is operated under contract by an operations and maintenance subsidiary of ours (partially owned plants) or plant is operated directly by a
subsidiary of ours (wholly owned plants).

@

Electric purchaser abbreviations are as follows:

PIM PJM Interconnection, LLC

SCE Southern California Edison Company
PG&E  Pacific Gas & Electric Company

MPC Monongahela Power Company

PSE Puget Sound Energy, Inc.

CDWR  California Department of Water Resources

SPS
NSPC
IPLC
MEC
CBPC
TEDAS

Southwestern Public Service

Northern States Power Company
Interstate Power and Light Company
Mid-American Energy Company

Corn Belt Power Cooperative

Tirkiye Elektrik Dagitim Anonim Sirketi

10
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Long Island Power Authority

11
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Refinancing Plans

Tender offers and consent solicitations. On April 17, 2007, we and two of our affiliates launched tender offers as follows:

We launched a tender offer for any and all $600 million of our outstanding 7.73% senior notes due 2009 (the "EME 2009 Notes").

Our parent, MEHC, launched a tender offer for any and all $800 million of its outstanding 13.50% senior secured notes due 2008.

Our subsidiary, Midwest Generation, LLC, launched a tender offer for any and all $1 billion of its outstanding 8.75% second priority
senior secured notes due 2034.

Each tender offer was combined with a solicitation of consents from registered holders of the notes to amendments to the indentures
pursuant to which the notes were issued, in each case, to eliminate substantially all the restrictive covenants, eliminate or modify certain events
of default, eliminate or modify related provisions contained in each indenture and, in the case of the MEHC senior secured notes and the
Midwest Generation second priority senior secured notes, to release the collateral securing such notes. In addition, MEHC and Midwest
Generation solicited consents to the release of security interests in the collateral securing the notes issued by them. These transactions are
referred to as the Tender Offers and Consent Solicitations in this prospectus.

On May 15, 2007, we completed our Tender Offers and Consent Solicitations. The amendments to the indentures pursuant to which these
notes were issued, which were proposed in connection with the Tender Offers and Consent Solicitations, became operative. The amendments to
the indentures eliminated substantially all the restrictive covenants, eliminated or modified certain events of default and eliminated or modified
related provisions contained in each indenture. In addition, the collateral securing each of the MEHC senior secured notes and Midwest
Generation second priority senior secured notes was released.

Notes offering. On May 7, 2007, EME completed a private offering of $1.2 billion of its 7.00% senior notes due May 15, 2017,
$800 million of its 7.20% senior notes due May 15, 2019 and $700 million of its 7.625% senior notes due May 15, 2027. EME will pay interest
on the senior notes on May 15 and November 15 of each year, beginning on November 15, 2007.

The senior notes are EME's senior unsecured obligations, ranking in equal right of payment to all EME's existing and future senior
unsecured indebtedness, and will be senior to all EME's future subordinated indebtedness. EME's secured debt and its other secured obligations
are effectively senior to the senior notes to the extent of the value of the assets securing such debt or other obligations. None of EME's
subsidiaries have guaranteed the senior notes and, as a result, all of the existing and future liabilities of EME's subsidiaries are effectively senior
to the senior notes.

EME used the net proceeds of the offering of the senior notes, together with cash on hand, to purchase substantially all of EME's
outstanding 7.73% senior notes due 2009, to purchase substantially all of Midwest Generation's 8.75% second priority senior secured notes due
2034, to repay the outstanding amount ($327.8 million) of Midwest Generation's senior secured term loan facility, and to make a dividend
payment of $899 million to MEHC which enabled MEHC to purchase substantially all of its 13.5% senior secured notes due 2008. The net
proceeds of the offering of the senior notes, together with cash on hand, were also used to pay related tender premiums, consent fees, and
accrued

12
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interest. EME recorded a total pre-tax loss of approximately $160 million (approximately $98 million after tax) on early extinguishment of debt
during the second quarter of 2007.

Redemption of MEHC Senior Secured Notes. On June 25, 2007, MEHC redeemed in full its senior secured notes. As a result of the
redemption, we are no longer subject to financial and investment restrictions that were contained in the indenture pursuant to which the senior
secured notes were issued. Following the redemption, MEHC no longer files reports with the U.S. Securities and Exchange Commission.

Credit Agreement Amendments. During the second quarter of 2007, we amended our existing $500 million secured credit facility,
increasing the total borrowings available thereunder to $600 million, and Midwest Generation amended and restated its existing $500 million
senior secured working capital facility. The changes to the senior secured working capital facility included a reduction in the interest rate, a
longer maturity date, and fewer restrictive covenants. Midwest Generation intends to use its secured working capital facility to provide credit
support for its hedging activities and for general working capital purposes. Midwest Generation may also support its hedging activities by
granting first or second priority liens to eligible hedge counterparties.

13
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The Exchange Offer

As part of our Old Notes offering, which was completed on May 7, 2007, we entered into a registration rights agreement in respect of the
Old Notes in which we agreed, among other things, to deliver this prospectus to you and to complete an exchange offer for the Old Notes. Below
is a summary of the terms of the exchange offer.

Securities Offered

The Exchange Offer

Expiration Date; Tenders

$2,700,000,000 principal amount of New Notes, consisting of:

$1,200,000,000 principal amount of 7.00% Senior Notes due
May 15, 2017 (the "New Tranche A Notes");

$800,000,000 principal amount of 7.20% Senior Notes due
May 15, 2019 (the "New Tranche B Notes"); and

$700,000,000 principal amount of 7.625% Senior Notes due
May 15, 2027 (the "New Tranche C Notes" and, together
with the New Tranche A Notes and the New Tranche B
Notes, the "New Notes").

The form and terms of each tranche of these New Notes are
identical in all material respects to those of the corresponding
tranche of Old Notes. The New Notes, however, will not contain
transfer restrictions and registration rights applicable to the Old
Notes.

We are offering to issue up to $2,700,000,000 aggregate principal
amount of the New Notes in exchange for a like principal amount
of the Old Notes in order to satisfy our obligations under the
registration rights agreement that we entered into when the Old
Notes were issued.

The exchange offer will expire at 5:00 p.m., New York City time,
on November 20, 2007, unless extended in our sole and absolute
discretion. By tendering your Old Notes, you represent that:

you are not our "affiliate," as defined in Rule 405 under the
Securities Act;

any New Notes you receive in the exchange offer are being
acquired by you in the ordinary course of your business;

at the time of commencement of the exchange offer, neither
you nor, to your knowledge, anyone receiving New Notes
from you, has any arrangement or understanding with any
person to participate in the distribution, as defined in the
Securities Act, of the Old Notes or the New Notes in
violation of the Securities Act;

if you are not a participating broker-dealer, you are not
engaged in, and do not intend to engage in, the distribution,
as defined in the Securities Act, of the Old Notes or the New
Notes; and

14
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Withdrawal; Non-Acceptance

Conditions to the Exchange Offer

Procedures for Tendering Old Notes

Special Procedures for Beneficial
Owners

if you are a broker-dealer, you will receive the New Notes
for your own account in exchange for Old Notes that were
acquired by you as a result of your market-making or other
trading activities and that, you will deliver a prospectus in
connection with any resale of the New Notes you receive.
For further information regarding resales of the New Notes
by participating broker-dealers, see "Plan of Distribution."

We will extend the duration of the exchange offer as required by
applicable law, and may choose to extend if we decide to give
holders of Old Notes more time to tender their Old Notes.

You may withdraw any Old Notes tendered in the exchange offer
at any time prior to 5:00 p.m., New York City time, on

November 20, 2007. If for any reason the tender of any Old Notes
is not accepted for exchange, such withdrawn or unaccepted Old
Notes will be credited to the tendering holder's account at The
Depository Trust Company, or DTC. For further information
regarding the withdrawal of tendered Old Notes, see "The
Exchange Offer Terms of the Exchange Offer" and "The Exchange
Offer Withdrawal Rights."

The exchange offer is subject to certain conditions, which we may
waive. See "The Exchange Offer Conditions to the Exchange
Offer" for more information regarding the conditions to the
exchange offer.

To participate in the exchange offer, you must tender your Old
Notes by using the book-entry transfer procedures described below
and transmitting an agent's message to the exchange agent on or
prior to the expiration or termination of the exchange offer. In
order for a book-entry transfer to constitute a valid tender of your
Old Notes in the exchange offer, Wells Fargo Bank, National
Association, as exchange agent, must receive a confirmation of
book-entry transfer of your Old Notes into the exchange agent's
account at DTC prior to the expiration or termination of the
exchange offer. For more information regarding the use of
book-entry transfer procedures, including a description of the
required agent's message, see "The Exchange Offer Book-Entry
Transfer."

If you are a beneficial owner whose Old Notes are registered in the
name of the broker, dealer, commercial bank, trust company or
other nominee and you wish to tender your Old Notes in the
exchange offer, you should promptly contact the person in whose
name the Old Notes are registered, and instruct that person to
tender on your behalf.

15
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Certain U.S. Federal Income Tax
Consequences

Use of Proceeds

Exchange Agent

Resales

The exchange of Old Notes for New Notes pursuant to the
exchange offer will not be a taxable transaction for U.S. federal
income tax purposes. See "Material U.S. Federal Income Tax
Consequences" for more information regarding the tax
consequences of the exchange offer to you.

We will not receive any cash proceeds from the exchange offer.

Wells Fargo Bank, National Association is the exchange agent for
the exchange offer. You can find the address and telephone
number of the exchange agent below in "The Exchange

Offer Exchange Agent."

Based on interpretations by the staff of the SEC, as set forth in
no-action letters issued to third parties, we believe that the New
Notes issued in the exchange offer may be offered for resale,
resold or otherwise transferred by you without compliance with the
registration and prospectus delivery requirements of the Securities
Act as long as:

you are not an affiliate of ours or a broker-dealer that
acquired the Old Notes directly from us;

you are acquiring the New Notes in the ordinary course of
your business; and

you are not participating, do not intend to participate and
have no arrangement or understanding with any person to
participate, in a distribution of the Old Notes or the New

Notes.

If you are an affiliate of ours or are engaged in or intend to engage
in or have any arrangement or understanding with any person to
participate in the distribution of the Old Notes or the New Notes:

you cannot rely on the applicable interpretations of the staff
of the SEC; and

you must comply with the registration requirements of the
Securities Act in connection with any resale transaction.

Each broker or dealer that receives New Notes for its own account
in exchange for Old Notes that were acquired as a result of
market-making or other trading activities may be deemed an
underwriter and thus must acknowledge that it will comply with
the registration and prospectus delivery requirements of the
Securities Act in connection with any offer, resale, or other transfer
of the New Notes issued in the exchange offer, including the
delivery of a prospectus that contains information with respect to
any selling holder required by the Securities Act in connection
with any resale of the New Notes.

16
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Broker-Dealers

Consequences of Not Exchanging Old
Notes

No Prior Market

Furthermore, any broker-dealer that acquired any of its Old Notes
directly from us may not rely on the applicable interpretation of the
SEC staff contained in no-action letters for Exxon Capital
Holdings Corp. (available May 13, 1988), Morgan Stanley & Co.
Incorporated (available June 5, 1991) and Shearman & Sterling
(available July 2, 1993).

As a condition to participation in the exchange offer, each holder
will be required to represent that it is not our affiliate or a
broker-dealer that acquired the Old Notes directly from us.

Each broker-dealer that receives New Notes for its own account in
exchange for Old Notes, where such Old Notes were acquired by
such broker-dealer as a result of market-making activities or other
trading activities, must acknowledge that it will deliver a
prospectus in connection with any resale of such New Notes. See
"Plan of Distribution."

If you do not exchange your Old Notes in the exchange offer, you
will continue to be subject to the restrictions on transfer described
in the legend on your Old Notes. In general, you may offer or sell
your Old Notes only:

if they are registered under the Securities Act and applicable
state securities laws;

if they are offered or sold under an exemption from
registration under the Securities Act and applicable state
securities laws; or

if they are offered or sold in a transaction not subject to the
Securities Act and applicable state securities laws.

We do not currently intend to register the Old Notes under the
Securities Act. Under some circumstances, however, holders of the
Old Notes, including holders who are not permitted to participate
in the exchange offer or who may not freely sell New Notes
received in the exchange offer, may require us to file, and to cause
to become effective, a shelf registration statement covering resales
of the Old Notes by these holders. For more information regarding
the consequences of not tendering your Old Notes and our
obligations to file a shelf registration statement, see "The
Exchange Offer Consequences of Exchanging or Failing to
Exchange Old Notes."

The New Notes will be a new issue of securities for which there is
no existing market. Accordingly, we cannot assure you that a
liquid market for the New Notes will develop or be maintained.

8
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Summary of the Terms of the New Notes

The form and the terms of the New Notes and the Old Notes are identical in all material respects, except that the transfer restrictions and
registration rights applicable to the Old Notes do not apply to the New Notes. The New Notes will evidence the same debt as the Old Notes and
will be governed by the same indenture dated May 7, 2007, the first supplemental indenture dated May 7, 2007, the second supplemental
indenture dated May 7, 2007, and the third supplemental indenture dated May 7, 2007 (collectively, the "Indenture").

Issuer Edison Mission Energy

New Notes Offered $2,700,000,000 principal amount of New Notes, consisting of:

$1,200,000,000 principal amount of New Tranche A Notes;

$800,000,000 principal amount of New Tranche B Notes;
and

$700,000,000 principal amount of New Tranche C Notes.

Maturity Dates Maturity dates of New Notes, consisting of:

New Tranche A Notes May 15, 2017
New Tranche B Notes May 15, 2019
New Tranche C Notes May 15, 2027

Interest Payment Dates Interest on the New Notes will accrue from May 7, 2007, and will
be paid semi-annually in arrears on May 15 and November 15 of
each year, commencing on November 15, 2007.

Ranking The New Notes will be our senior unsecured obligations, will rank
pari passu with all of our existing and future unsecured
indebtedness and will rank senior to our future subordinated
indebtedness. All existing and future liabilities of our subsidiaries
will be effectively senior to the New Notes.

Certain Covenants The Indenture governing the New Notes contains covenants
limiting or prohibiting EME's ability to, among other things:

create liens,
incur secured indebtedness, and
merge or consolidate with other entities.

These covenants are subject to important qualifications and
exceptions. See "Description of the New Notes Certain Covenants."

Repurchase of Notes upon a Change If a Change of Control Triggering Event (as defined in the

of Control Description of the New Notes) occurs, we will be required to offer
to repurchase the New Notes at a price equal to 101% of the
principal thereof as described under "Description of the New
Notes Repurchase of Notes at the Option of the Holder upon a
Change of Control."
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We may redeem some or all of the New Notes
at any time at a price equal to 100% of the
principal amount of, plus accrued and unpaid
interest on, the New Notes being redeemed plus
a "make-whole" premium. See "Description of
the New Notes Redemption."

See "Risk Factors" for a discussion of certain
factors that should be considered in evaluating
an investment in the New Notes.

10
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Summary Consolidated Financial Data

The following table sets forth a summary of our consolidated financial data for the periods indicated. The historical consolidated operating
data for each of the three years ended December 31, 2006 and the financial position data as of December 31, 2006 and 2005 were derived from
the audited historical consolidated financial statements included elsewhere in this prospectus. The following selected historical consolidated
financial data as of June 30, 2007 and for the six months ended June 30, 2007 and 2006 has been derived from our unaudited consolidated
financial statements included elsewhere in this prospectus. Our unaudited consolidated financial statements were prepared on a basis consistent
with that used in preparing our audited consolidated financial statements and include all material adjustments, all of which are of a normal
recurring nature, that, in the opinion of management, are necessary for a fair statement of our financial position and results of operations for the
unaudited periods.

You should read the following information in conjunction with the section entitled "Management's Discussion and Analysis of Financial
Condition and Results of Operations" and the historical consolidated financial statements and the related notes included elsewhere in this
prospectus. Historical results are not necessarily indicative of results that may be expected for any future period.

Six Months Ended
Years Ended December 31, June 30,
2004 2005 2006 2006 2007

(in millions)

(in millions) (unaudited)
Income Statement Data
Operating revenues $ 1,653 $ 2265 $ 2239 $ 977 $ 1,243
Operating expenses
Fuel, plant operations and plant operating lease 1,300 1,287 1,332 658 729
Loss on lease termination, asset impairment and other
charges and credits 989 7 &)
Depreciation and amortization 152 134 144 71 76
Administrative and general 149 154 140 64 84
Total Operating Expenses 2,590 1,582 1,616 788 889
Operating income (loss) (937) 683 623 189 354
Equity in income from unconsolidated affiliates 218 229 186 71 80
Impairment loss on equity method investment (55)
Interest and other income 52 69 120 61 57
Interest expense (298) (300) (279) (145) (129)
Loss on early extinguishment of debt @) (146) (143) (160)
Income (loss) from continuing operations before income taxes
and minority interest (965) 622 504 33 202
Provision (benefit) for income taxes (406) 208 189 1 68
Minority interest 1) 1
Income (loss) from continuing operations (560) 414 316 32 134
Income from operations of discontinued subsidiaries
(including gain on disposal of $533 million in 2004), net of
tax 690 29 98 77 5
Income before accounting change 130 443 414 109 139
Cumulative effect of change in accounting, net of tax(1) @))
Net income $ 130 $ 442 $ 414 $ 109 $ 139
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The 2005 loss from a change in accounting principle resulted from the adoption of a new accounting standard for conditional asset retirements.
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As of December 31,

As of June 30,
2004 2005 2006 2007

(in millions)

(in millions) (unaudited)
Balance Sheet Data
Assets $ 7,087 $ 7,023 $ 7,250 $ 7,114
Current liabilities 994 846 646 504
Long-term obligations 3,530 3,330 3,035 3,845
Shareholder's equity 1,745 1,910 2,582 1,681
Six Months Ended
Years Ended December 31, June 30,
2004 2005 2006 2006 2007
(in (in millions)
millions) (unaudited)
Other Data
Ratio of earnings to fixed charges(2)(3) 2.23x 2.01x 1.20x 1.71x
2)

For purposes of computing the ratio of earnings to fixed charges, earnings are divided by fixed charges. "Earnings" represent the aggregate of income

(loss) for continuing operations before income taxes and minority interest. "Fixed charges" represent interest (whether expensed or capitalized),
amortization of debt discount and the interest component of rental expense.

(3)
For the year ended December 31, 2004, there was a fixed charge deficiency of $953 million.
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RISK FACTORS

Your investment in the New Notes involves a high degree of risk. You should carefully consider the risks described below as well as other
information and data included in this prospectus, before making an investment decision. Additional risks and uncertainties not presently known
to us or that we currently believe are immaterial may also adversely impact our business operations. If any of the events described in the risk
factors below occurs, our business, financial condition, operating results and prospects could be materially adversely affected, which in turn
could adversely affect our ability to pay interest and/or principal on the New Notes.

Risks Relating to Exchange Offer

You may have difficulty selling the Old Notes which you do not exchange, since Old Notes will continue to have restrictions on transfer and
cannot be sold without registration under securities laws or exemptions from registration.

If a large number of Old Notes are exchanged for New Notes issued in the exchange offer, it may be difficult for holders of Old Notes that
are not exchanged in the exchange offer to sell the Old Notes, since those Old Notes may not be offered or sold unless they are registered or
there are exemptions from registration requirements under the Securities Act or state laws that apply to them. In addition, if there are only a
small number of Old Notes outstanding, there may not be a very liquid market in those Old Notes. There may be few investors that will purchase
unregistered securities in which there is not a liquid market. See "The Exchange Offer Consequences of Exchanging or Failing to Exchange Old
Notes."

In addition, if you do not tender your Old Notes or if we do not accept some Old Notes, those notes will continue to be subject to the
transfer and exchange provisions of the Indenture and the existing transfer restrictions of the Old Notes that are described in the legend on such
notes and in the offering memorandum relating to the Old Notes.

Late deliveries of Old Notes or any other failure to comply with the exchange offer procedures could prevent a holder from exchanging its
Old Notes.

Noteholders are responsible for complying with all exchange offer procedures. The issuance of New Notes in exchange for Old Notes will
only occur upon completion of the procedures described in this prospectus under "The Exchange Offer." Therefore, holders of Old Notes who
wish to exchange them for New Notes should allow sufficient time for timely completion of the exchange procedure. Neither we nor the
exchange agent are obligated to extend the offer or notify you of any failure to follow the proper procedure.

If you do not exchange your Old Notes in the exchange offer, you will no longer be entitled to an increase in interest payments on Old Notes
that the Indenture provides for if we fail to complete the exchange offer.

Once the exchange offer has been completed, holders of outstanding Old Notes will not be entitled to any increase in the interest rate on
their notes, which the Indenture provides for if we fail to complete the exchange offer. Holders of Old Notes will not have any further rights to
have their Old Notes registered, except in limited circumstances, once the exchange offer is completed.
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If you exchange your Old Notes, you may not be able to resell the New Notes you receive in the exchange offer without registering them and
delivering a prospectus.

If you exchange your Old Notes in the exchange offer for the purpose of participating in a distribution of the New Notes, you may be
deemed to have received restricted securities and, if so, you will be required to comply with the registration and prospectus delivery
requirements of the Securities Act in connection with any resale transaction.

Based on interpretations by the SEC in no-action letters, we believe, with respect to New Notes issued in the exchange offer, that:

holders who are not "affiliates" of ours within the meaning of Rule 405 of the Securities Act,

holders who acquire their notes in the ordinary course of business and

holders who do not engage in, intend to engage in, or have arrangements to participate in a distribution (within the meaning
of the Securities Act) of the notes do not have to comply with the registration and prospectus delivery requirements of the
Securities Act.

Holders described in the preceding sentence must tell us in writing at our request that they meet these criteria. Holders that do not meet
these criteria could not rely on interpretations of the SEC in no-action letters, and would have to register the New Notes they receive in the
exchange offer and deliver a prospectus for them. In addition, holders that are broker-dealers may be deemed "underwriters" within the meaning
of the Securities Act in connection with any resale of New Notes acquired in the exchange offer. Holders that are broker-dealers must
acknowledge that they acquired their Old Notes in market-making activities or other trading activities and must deliver a prospectus when they
resell the New Notes they acquire in the exchange offer in order not to be deemed an underwriter. Our obligation to make this prospectus
available to broker-dealers is limited. We cannot guarantee that a proper prospectus will be available to broker-dealers wishing to resell their
New Notes.

You should review the more detailed discussion in "The Exchange Offer Procedures for Tendering Old Notes" and "The Exchange
Offer Consequences of Exchanging or Failing to Exchange Old Notes."

Risks Relating to Our Business
We have substantial interests in merchant energy power plants which are subject to market risks related to wholesale energy prices.

Our merchant energy power plants do not have long-term power purchase agreements. Because the output of these power plants is not
committed to be sold under long-term contracts, these projects are subject to market forces which determine the amount and price of energy,
capacity and ancillary services sold from the power plants. The factors that influence the market price for energy, capacity and ancillary services
include:

prevailing market prices for coal, natural gas and fuel oil, and associated transportation;

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 or

14

24



Edgar Filing: EDISON MISSION ENERGY - Form S-4/A

technologies that may be able to produce electricity at a lower cost than our generating facilities and /or increased access by
competitors to our markets as a result of transmission upgrades;

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

the market structure rules established for each market area and regulatory developments affecting the market areas, including
any price limitations and other mechanisms adopted to address volatility or illiquidity in these markets or the physical
stability of the system;

the cost and availability of emission credits or allowances;

the availability, reliability and operation of competing power generation facilities, including nuclear generating plants where
applicable, and the extended operation of such facilities beyond their presently expected dates of decommissioning;

weather conditions prevailing in surrounding areas from time to time; and

changes in the demand for electricity or in patterns of electricity usage as a result of factors such as regional economic
conditions and the implementation of conservation programs.

In addition, unlike most other commodities, electric power can only be stored on a very limited basis and generally must be produced
concurrently with its use. As a result, the wholesale power markets are subject to significant and unpredictable price fluctuations over relatively
short periods of time. There is no assurance that our merchant energy power plants will be successful in selling power into their markets or that
the prices received for their power will generate positive cash flows. If our merchant energy power plants do not meet these objectives, they may
not be able to generate enough cash to service their own debt and lease obligations, which could have a material adverse effect on us.

Our financial results can be affected by changes in fuel prices, fuel transportation cost increases, and interruptions in fuel supply.

Our business is subject to changes in fuel costs, which may negatively affect our financial results and financial position by increasing the
cost of producing power. The fuel markets can be volatile, and actual fuel prices can differ from our expectations.

Although we attempt to purchase fuel based on our known fuel requirements, we are still subject to the risks of supply interruptions,
transportation cost increases, and fuel price volatility. In addition, fuel deliveries may not exactly match energy sales, due in part to the need to
purchase fuel inventories in advance for reliability and dispatch requirements. The price at which we can sell our energy may not rise or fall at
the same rate as a corresponding rise or fall in fuel costs.

We may not be able to hedge market risks effectively.

We are exposed to market risks through our ownership and operation of merchant energy power plants and through our power marketing
business. These market risks include, among others, volatility arising from the timing differences associated with buying fuel, converting fuel
into energy and delivering energy to a buyer. We use forward contracts and derivative financial instruments, such as futures contracts and
options, to manage market risks and exposure to fluctuating electricity and fuel prices. We cannot provide assurance that these strategies will
successfully mitigate market risks, or that they will not result in net losses.
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We may not cover the entire exposure of our assets or positions to market price volatility, and the level of coverage will vary over time.
Fluctuating commodity prices may negatively affect our financial results to the extent that assets and positions have not been hedged.

The effectiveness of our hedging activities may depend on the amount of working capital available to post as collateral in support of these
transactions, either in support of performance guarantees or as a cash margin. The amount of credit support that must be provided typically is
based on the difference between the price of the commodity in a given contract and the market price of the commodity. Significant movements
in market prices can result in a requirement to provide cash collateral and letters of credit in very large amounts. Without adequate liquidity to
meet margin and collateral requirements, we could be exposed to the following:

a reduction in the number of counterparties willing to enter into bilateral contracts, which would result in increased reliance
on short-term and spot markets instead of bilateral contracts, increasing our exposure to market volatility; and

a failure to meet a margining requirement, which could permit the counterparty to terminate the related bilateral contract
early and demand immediate payment for the replacement value of the contract.

As a result of these and other factors, we cannot predict with precision the effect that risk management decisions may have on our business,
operating results or financial position.

We are exposed to credit and performance risk from third parties under supply and transportation contracts.

We rely on contracts for the supply and transportation of fuel and other services required for the operation of our generation facilities. Our
operations are exposed to the risk that counterparties will not perform their obligations. If a counterparty failed to perform under a contract, we
would need to obtain alternate suppliers or alternate means of transportation for our requirements of fuel or other services, which could result in
higher costs or disruptions in our operations. Furthermore, we are exposed to credit risk because damages related to a breach of contract may not
be recoverable. Accordingly, the failure of a supplier to fulfill our contractual obligations could have a material adverse effect on our financial
results.

We are subject to extensive energy industry regulation.

Our operations are subject to extensive regulation by governmental agencies. Our projects are subject to federal laws and regulations that
govern, among other things, transactions by and with purchasers of power, including utility companies, the development and construction of
generation facilities, the ownership and operations of generation facilities, and access to transmission. Under limited circumstances where
exclusive federal jurisdiction is not applicable or specific exemptions or waivers from state or federal laws or regulations are otherwise
unavailable, federal and/or state utility regulatory commissions may have broad jurisdiction over non-utility owned electric power plants.
Generation facilities are also subject to federal, state and local laws and regulations that govern, among other things, the geographical location,
zoning, land use and operation of a project.

The Federal Energy Regulatory Commission may impose various forms of market mitigation measures, including price caps and operating
restrictions, where it determines that potential market power might exist and that the public interest requires mitigation. In addition, many of our
facilities are subject to rules, restrictions and terms of participation imposed and administered by various regional transmission organizations and
independent system operators. For example, independent system
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operators, also known as ISOs, and regional transmission organizations, also known as RTOs, may impose bidding and scheduling rules, both to
curb the potential exercise of market power and to facilitate market functions. Such actions may materially affect our results of operations.

There is no assurance that the introduction of new laws or other future regulatory developments will not have a material adverse effect on
our business, results of operations or financial condition, nor is there any assurance that we will be able to obtain and comply with all necessary
licenses, permits and approvals for our projects. If projects cannot comply with all applicable regulations, our business, results of operations and
financial condition could be adversely affected.

We are subject to extensive environmental regulation and permitting requirements that may involve significant and increasing costs.

Our operations are subject to extensive environmental regulation with respect to, among other things, air quality, water quality, waste
disposal, and noise. We are required to obtain and comply with conditions established by licenses, permits and other approvals in order to
construct, operate or modify our facilities. Failure to comply with these requirements could subject us to civil or criminal liability, the imposition
of liens or fines, or actions by regulatory agencies seeking to curtail our operations.

We devote significant resources to environmental monitoring, pollution control equipment and emission allowances to comply with
environmental regulatory requirements. We believe that we are currently in substantial compliance with environmental regulatory requirements.
However, the United States Environmental Protection Agency (US EPA) has issued a notice of violation (NOV) to Midwest Generation and
Commonwealth Edison Company (Commonwealth Edison), the former owner of Midwest Generation's coal-fired power plants, alleging
violations of the Clean Air Act and certain opacity and particulate matter standards. The current trend is toward more stringent standards, stricter
regulation, and more expansive application of environmental regulations. Environmental advocacy groups and regulatory agencies in the United
States have been focusing considerable attention on carbon dioxide emissions from coal-fired power plants and their potential role in climate
change. The adoption of laws and regulations to implement carbon dioxide controls could adversely affect our coal-fired plants. Also, coal plant
emissions of nitrogen oxides and sulfur oxides, mercury and particulates are subject to increased controls and mitigation expenses. Additionally,
certain of the states in which we operate are contemplating air pollution control regulations that are more stringent than existing and proposed
federal regulations. The continued operation of our facilities, particularly our coal-fired facilities, will require substantial capital expenditures for
environmental controls.

For example, in December 2006, Midwest Generation entered into an agreement with the Illinois Environmental Protection Agency
(Illinois EPA) to reduce mercury, nitrogen oxide and sulfur dioxide emissions at Midwest Generation's Illinois coal-fired power plants. Capital
expenditures relating to controls contemplated by the agreement are expected (in 2006 dollars) to be in the range of approximately $2.7 billion to
$3.4 billion through 2018. There is no assurance that these capital expenditures will not exceed the above estimates.

In addition, future environmental laws and regulations, and future enforcement proceedings that may be taken by environmental authorities,
could affect the costs and the manner in which we conduct our business. There is no assurance that we would be able to recover these increased
costs from our customers or that our business, financial position and results of operations would not be materially adversely affected.
Furthermore, changing environmental regulations could make some units uneconomical to maintain or operate. If we cannot comply with all
applicable regulations, we could be required to retire or suspend operations at our facilities, or restrict or modify the operations of our facilities,
and our business, results of operations and financial condition could be adversely affected.
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Typically, environmental laws require a lengthy and complex process for obtaining licenses, permits and approvals prior to construction,
operation or modification of a project or generating facility. Meeting all the necessary requirements can delay or sometimes prevent the
completion of a proposed project as well as require extensive modifications to existing projects, which may involve significant capital
expenditures. We cannot provide assurance that we will be able to obtain and comply with all necessary licenses, permits and approvals for our
plants. If there is a delay in obtaining required approvals or permits or if we fail to obtain and comply with such permits, the operation of our
facilities may be interrupted or become subject to additional costs.

Our development projects or future acquisitions may not be successful.

Our future financial condition, results of operations and cash flows will depend in large part upon our ability to successfully implement our
long-term strategy, which includes the development and acquisition of electric power generation facilities, with an emphasis on renewable
energy (primarily wind), integrated gasification combined cycle, and gas-fired power plants. We may be unable to identify attractive acquisition
or development opportunities and/or to complete and integrate them on a successful and timely basis. Furthermore, implementation of this
strategy may be affected by factors beyond our control, such as increased competition, legal and regulatory developments, price volatility in
electric or fuel markets, and general economic conditions.

In support of our development activities, we have entered into commitments to purchase wind turbines for future projects and plan to make
substantial additional commitments in the future. In addition, we expend significant amounts for preliminary engineering, permitting, legal and
other expenses before we can determine whether we will win a competitive bid, or whether a project is feasible or economically attractive.

Our development activities are subject to risks including, without limitation, risks related to project siting, financing, construction,
permitting, and governmental approvals. We may not be successful in developing new projects or the timing of such development may be
delayed beyond the date such turbines are ready for installation. Furthermore, we may not be able to obtain financing for new projects that are
developed and may not be able to obtain sufficient equity capital or additional borrowings to enable us to fund equity commitments for future
projects. Recent disruptions in the credit markets have impacted the availability of credit, cost of borrowing, and terms and conditions of new
borrowings. It is uncertain whether these market conditions will affect our ability to obtain financing for new projects or the terms and
conditions of future financings. If a project under development is abandoned, we would expense all capitalized costs incurred in connection with
that project, and could incur additional losses associated with any related contingent liabilities. If we are not successful in developing new
projects, we may be required to sell turbines that were purchased and such sales may result in substantial losses.

Finally, we cannot provide assurance that our development projects or acquired assets will generate sufficient cash flow to support the
indebtedness incurred to acquire them or the capital expenditures needed to develop them, or that we will ultimately realize a satisfactory rate of
return.

Competition could adversely affect our business.

The independent power industry is characterized by numerous capable competitors, some of whom may have more extensive operating
experience in the acquisition and development of power projects, larger staffs, and greater financial resources than we do. Several participants in
the wholesale markets, including many regulated utilities, have a lower cost of capital than most merchant generators and often are able to

recover fixed costs through rate base mechanisms, allowing them to build, buy and
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upgrade generation assets without relying exclusively on market clearing prices to recover their investments. This could affect our ability to
compete effectively in the markets in which those entities operate.

Newer plants owned by our competitors are often more efficient than our facilities. This may put some of our facilities at a competitive
disadvantage to the extent that our competitors are able to produce more power from each increment of fuel than our facilities are capable of
producing. Over time, some of our facilities may become obsolete in their markets, or be unable to compete, because of the construction of
newer, more efficient power plants.

In addition to the competition already existing in the markets in which we presently operate or may consider operating in the future, we are
likely to encounter significant competition as a result of further consolidation of the power industry by mergers and asset reallocations, which
could create powerful new competitors, and new market entrants such as investment companies. In addition, the Energy Policy Act of 2005
(EPAct 2005) and other regulatory initiatives may result in changes in the power industry to which we may not be able to respond in as timely
and effective manner as our competitors.

We may not be able to raise capital on favorable terms, to refinance our or our subsidiaries' existing indebtedness, or to fund operations,
capital expenditures, and future acquisitions and development activities, which could adversely affect our results of operations.

The factors that influence our ability to arrange for financing and our costs of capital include:

general economic and capital market conditions;

the availability of bank credit;

investor confidence;

the financial condition, performance, prospects, and credit ratings of us and/or the subsidiary requiring the financing; and

changes in tax and securities laws.

Recent disruptions in the credit markets have impacted the availability of credit, cost of borrowing, and terms and conditions of new
borrowings. We cannot provide assurance that our projected sources of capital will be available when needed or that our actual cash
requirements will not be greater than expected.

Restrictions in the instruments governing our indebtedness and the indebtedness of our subsidiaries limit our and our subsidiaries’' ability to
enter into specified transactions that we otherwise may enter into.

The instruments governing our indebtedness and the indebtedness of our subsidiaries contain financial and investment covenants.
Restrictions contained in these documents or documents we or our subsidiaries enter in the future could affect, and in some cases significantly
limit or prohibit, our ability and the ability of our subsidiaries to, among other things, incur, refinance, and prepay debt, make capital
expenditures, pay dividends and make other distributions, make investments, create liens, sell assets, enter into sale and leaseback transactions,
issue equity interests, enter into transactions with affiliates, create restrictions on the ability to pay dividends or make other distributions and
engage in mergers and consolidations. These restrictions may significantly impede our ability and the ability of
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our subsidiaries to take advantage of business opportunities as they arise, to grow our business or to compete effectively. In addition, these
restrictions may significantly impede the ability of our subsidiaries to make distributions to us.

Our projects may be affected by general operating risks and hazards customary in the power generation industry. We may not have adequate
insurance to cover all these hazards.

The operation of power generation facilities involves many operating risks, including:

performance below expected levels of output or efficiency;

interruptions in fuel supply;

disruptions in the transmission of electricity;

curtailment of operations due to transmission constraints;

breakdown or failure of equipment or processes;

imposition of new regulatory, permitting, or environmental requirements, or violations of existing requirements;

employee work force factors, including strikes, work stoppages or labor disputes;

operator/contractor error; and

catastrophic events such as terrorist activities, fires, tornadoes, earthquakes, explosions, floods or other similar occurrences
affecting power generation facilities or the transmission and distribution infrastructure over which power is transported.

These and other hazards can cause significant personal injury or loss of life, severe damage to and destruction of property, plant and
equipment, contamination of or damage to the environment, and suspension of operations. The occurrence of one or more of the events listed
above could decrease or eliminate revenues generated by our projects or significantly increase the costs of operating them, and could also result
in our being named as a defendant in lawsuits asserting claims for substantial damages, potentially including environmental cleanup costs,
personal injury, property damage, fines and penalties. Equipment and plant warranties and insurance may not be sufficient or effective under all
circumstances to cover lost revenues or increased expenses. A decrease or elimination in revenues generated by the facilities or an increase in
the costs of operating them could decrease or eliminate funds available to meet our obligations as they become due and could have a material
adverse effect on us. A default under a financing obligation of a project entity could result in a loss of our interest in the project.

The accounting for our hedging and proprietary trading activities may increase the volatility of our quarterly and annual financial results.
We engage in hedging activities in order to mitigate our exposure to market risk with respect to electricity sales from our generation

facilities, fuel utilized by those facilities and emissions allowances. We generally attempt to balance our fixed-price physical and financial

purchases and sales commitments in terms of contract volumes and the timing of performance and delivery obligations through the use of

financial and physical derivative contracts. We also use derivative contracts with
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respect to our limited proprietary trading activities, through which we attempt to achieve incremental returns by transacting where we have
specific market expertise. These derivative contracts are recorded on our balance sheet at fair value pursuant to SFAS No. 133. Some of these
derivative contracts do not qualify under SFAS No. 133 for hedge accounting, and changes in their fair value are therefore recognized currently
in earnings as unrealized gains or losses. As a result, our financial results, including gross margin, operating income and balance sheet ratios,
will at times be volatile and subject to fluctuations in value primarily due to changes in electricity and fuel prices.

Risks Relating to the New Notes

We are primarily a holding company. Our only material source of cash is and will be distributions from our subsidiaries, and the New Notes
will be effectively subordinated to the claims of our direct and indirect subsidiaries.

We are primarily a holding company with no material business operations of our own. Our most significant assets are the capital stock of
our subsidiaries. We conduct virtually all of our business operations through those subsidiaries. Accordingly, our only material source of cash,
including cash to make payments on or redeem the New Notes or our other indebtedness, is and will be dividends and distributions with respect
to our ownership interests in our subsidiaries that are derived from the earnings and cash flow generated by our subsidiaries. We cannot assure
you that our subsidiaries will generate sufficient earnings and cash flow to pay dividends or distributions to us or that applicable state law and
contractual restrictions binding on our subsidiaries will permit dividends or distributions in the future. See " Restrictions in the instruments
governing our indebtedness and the indebtedness of our subsidiaries limit our and our subsidiaries' ability to enter into specified transactions that
we otherwise may enter into." In addition, our direct and indirect subsidiaries will not guarantee the New Notes and will have no legal
obligations to make payments on the New Notes or make funds available for those payments, whether by dividends, loans or other payments.
Accordingly, we may not be able to pay interest on the New Notes or principal when due at maturity or otherwise.

In the event of a bankruptcy, liquidation, dissolution, reorganization or similar proceeding involving us, the New Notes will be effectively
subordinated to the claims of the creditors of all of our direct and indirect subsidiaries, including trade creditors and holders of indebtedness of
those subsidiaries. Accordingly, there might only be a limited amount of assets available to satisfy your claims as a holder of the New Notes
upon an acceleration of the maturity of the New Notes.

We have a substantial amount of indebtedness, including long-term lease obligations.

As of June 30, 2007, our consolidated debt was $4.0 billion. In addition, our subsidiaries had $4.0 billion of long-term power plant lease
obligations due over a period ranging up to 28 years. Subject to certain exceptions, the indenture governing the New Notes limits our ability to
incur secured debt to 15% of our consolidated net tangible assets, but will not impose limitations on our ability to incur additional unsecured
indebtedness. See "Description of the New Notes Certain covenants; restrictions on liens." All existing and future liabilities of our subsidiaries
will be effectively senior to the New Notes. In addition, our $600 million secured credit facility is secured by the stock of certain of our
subsidiaries. The New Notes will be junior to borrowings under this facility and any secured indebtedness we may incur in the future to the
extent of the collateral securing such indebtedness.

The substantial amount of consolidated debt and financial obligations presents the risk that we might not have sufficient cash to service our
indebtedness, including the New Notes, or long-term lease obligations and that the existing corporate debt, project debt and lease obligations
could limit our ability to grow our business, to compete effectively or operate successfully under adverse economic
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conditions, or to plan for and react to business and industry changes. If our or our subsidiaries' cash flows and capital resources were insufficient
to allow us to make scheduled payments on our debt, we might have to reduce or delay capital expenditures, sell assets, seek additional capital,
or restructure or refinance the debt. The terms of our or our subsidiaries' debt may not allow these alternative measures, the debt or equity may
not be available on acceptable terms, and these alternative measures may not satisfy all scheduled debt service obligations.

In addition, in connection with the entry into new financings or amendments to existing financing arrangements, our financial and
operational flexibility may be further reduced as a result of more restrictive covenants, requirements for security and other terms that are often
imposed on sub-investment grade entities.

You may find it difficult to sell your notes because there is no existing trading market for the New Notes.

You may find it difficult to sell your notes because an active trading market for the notes may not develop. The New Notes are being
offered to the holders of the Old Notes. The Old Notes were issued on May 7, 2007, primarily to a small number of institutional investors. After
the exchange offer, the trading market for the remaining untendered Old Notes could be adversely affected. There is no existing trading market
for the New Notes. Future trading prices of the New Notes will depend on many factors, including prevailing interest rates, our operating results,
and the market for similar securities. We do not intend to apply for listing or quotation of the New Notes on any exchange, and so we do not
know the extent to which investor interest will lead to the development of a trading market or how liquid that market might be. Although the
initial purchasers in the private offering of the Old Notes have informed us that they intend to make a market in the New Notes, they are not
obligated to do so. The initial purchasers may cease their market-making at any time. As a result, the market price of the New Notes could be
adversely affected.

Historically, the market for non-investment grade debt has been subject to disruptions that have caused substantial volatility in the prices of
securities similar to the New Notes offered by this prospectus. The market for the New Notes, if any, may be subject to similar disruptions.
These disruptions may adversely affect the value of the New Notes.
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THE EXCHANGE OFFER
Purpose of the Exchange Offer

When we sold the Old Notes on May 7, 2007, or the "closing date," we entered into a registration rights agreement with the initial
purchasers of the Old Notes. Under the registration rights agreement, we agreed to file a registration statement regarding the exchange of the Old
Notes for New Notes which are registered under the Securities Act. We also agreed to use our reasonable best efforts to cause the registration
statement to become effective with the SEC and to conduct this exchange offer after the registration statement is declared effective. The
registration rights agreement provides that we will be required to pay additional interest to the holders of the Old Notes if:

we do not file the exchange offer registration statement with the SEC on or prior to the 180th calendar day following the
closing date;

the exchange offer registration statement has not been declared effective on or prior to the 240th calendar day following the
closing date; or

the exchange offer is not consummated on or prior to 30 business days after the 240th calendar day following the closing
date.

The exchange offer is not being made to holders of Old Notes in any jurisdiction where the exchange would not comply with the securities
or blue sky laws of such jurisdiction. A copy of the registration rights agreement is filed as an exhibit to the registration statement of which this
prospectus forms a part.

Each broker-dealer that receives New Notes for its own account in exchange for Old Notes, where such New Notes were acquired by such
broker-dealer as a result of market-making activities or other trading activities, will acknowledge that it will deliver a prospectus in connection
with any resale of the New Notes. See "Plan of Distribution."

Terms of the Exchange Offer

Upon the terms and conditions described in this prospectus, we will accept for exchange Old Notes that are properly tendered on or before
the expiration date and not withdrawn as permitted below. As used in this prospectus, the term "expiration date" means 5:00 p.m., New York
City time, on November 20, 2007. However, if we, in our sole discretion, have extended the period of time for which the exchange offer is open,
the term "expiration date" means the latest time and date to which we extend the exchange offer.

As of the date of this prospectus, $2,700,000,000 aggregate principal amount at maturity of the Old Notes is outstanding. The Old Notes
were offered under the Indenture. This prospectus is first being sent on or about October 22, 2007 to all holders of Old Notes known to us. Our
obligation to accept Old Notes for exchange in the exchange offer is subject to the conditions described below under " Conditions to the
Exchange Offer." We reserve the right to extend the period of time during which the exchange offer is open. We would then delay acceptance
for exchange of any Old Notes by giving oral or written notice of an extension to the holders of Old Notes as described below. During any
extension period, all Old Notes previously tendered will remain subject to the exchange offer and may be accepted for exchange by us. Any Old
Notes not accepted for exchange will be returned to the tendering holder after the expiration or termination of the exchange offer. Holders of Old
Notes do not have dissenters' rights of appraisal in connection with the exchange offer.

23

33



Edgar Filing: EDISON MISSION ENERGY - Form S-4/A

Old Notes tendered in the exchange offer must be in denominations of principal amount of $2,000 and any integral multiple of $1,000.

We reserve the right to amend or terminate the exchange offer, and not to accept for exchange any Old Notes not previously accepted for
exchange, upon the occurrence of any of the conditions of the exchange offer specified below under " Conditions to the Exchange Offer." We
will give oral or written notice of any extension, amendment, non-acceptance or termination to the holders of the Old Notes as promptly as
practicable. We will notify you of any extension by means of a press release or other public announcement no later than 9:00 a.m., New York
City time on that date.

Our acceptance of the tender of Old Notes by a tendering holder will form a binding agreement upon the terms and subject to the conditions
provided in this prospectus.

Procedures for Tendering

A tendering holder must, on or prior to the expiration date, transmit an agent's message to the exchange agent at the address listed below
under the heading " Exchange Agent."

In addition, the exchange agent must receive, on or before the expiration date, a timely confirmation of book-entry transfer of the Old Notes
into the exchange agent's account at the DTC, the book-entry transfer facility, along with an agent's message.

The term "agent's message" means a message, transmitted to DTC and received by the exchange agent and forming a part of a book-entry
transfer, that states that DTC has received an express acknowledgment that the tendering holder agrees to appoint the exchange agent as the
tendering holder's true and lawful agent and attorney-in-fact with respect to such tendered Old Notes, with full power of substitution, among
other things, to cause the Old Notes to be assigned, transferred and exchanged.

If you are a beneficial owner whose Old Notes are registered in the name of a broker, dealer, commercial bank, trust company or other
nominee, and wish to tender, you should promptly instruct the registered holder to tender on your behalf.

We will determine in our sole discretion all questions as to the validity, form and eligibility of Old Notes tendered for exchange. This
discretion extends to the determination of all questions concerning the timing of receipts and acceptance of tenders. These determinations will be
final and binding.

We reserve the right to reject any amount of Old Notes not properly tendered, or any acceptance that might, in our judgment or our
counsel's judgment, be unlawful. We also reserve the right to waive any conditions of the exchange offer as applicable to all Old Notes prior to
the expiration date. We also reserve the right to waive any defects or irregularities or conditions of the exchange offer as to any amount of Old
Notes prior to the expiration date. Our interpretation of the terms and conditions of the exchange offer as to any amount of Old Notes either
before or after the expiration date shall be final and binding on all parties. Unless waived, any defects or irregularities in connection with tenders
of Old Notes must be cured within a reasonable period of time. None of we, the exchange agent or any other person will be under any duty to
give notification of any defect or irregularity in any tender of Old Notes. Nor will we, the exchange agent or any other person incur any liability
for failing to give notification of any defect or irregularity.

24

34



Edgar Filing: EDISON MISSION ENERGY - Form S-4/A

By tendering, each holder will represent to us that, among other things:

the holder is not an affiliate of ours (as defined in Rule 405 under the Securities Act) or a broker-dealer tendering notes
acquired directly from us for its own account;

the New Notes are being acquired in the ordinary course of business of the person receiving the New Notes, whether or not
that person is the holder;

neither the holder nor the other person has any arrangement or understanding with any person to participate in the
distribution (within the meaning of the Securities Act) of the New Notes; and

the holder is not engaged in, and does not intend to engage in, a distribution of the New Notes.

However, any purchaser of Old Notes who is our "affiliate" (within the meaning of the Securities Act) who intends to participate in the
exchange offer for the purpose of distributing the New Notes or a broker-dealer (within the meaning of the Securities Act) that acquired Old
Notes in a transaction other than as part of its trading or market-making activities and who has arranged or has an understanding with any person
to participate in the distribution of the New Notes:

will not be able to rely on the applicable interpretation by the staff of the SEC set forth in the applicable no-action letters;
will not be able to tender its Old Notes in the exchange offer; and

must comply with the registration and prospectus delivery requirements of the Securities Act in connection with any sale or
transfer of the notes unless such sale or transfer is made pursuant to an exemption from such requirements.

By tendering, each broker-dealer that receives New Notes for its own account in exchange for Old Notes, where the Old Notes were
acquired by it for its own account as a result of market-making activities or other trading activities, will acknowledge that it will deliver a
prospectus that meets the requirements of the Securities Act in connection with any resale of the New Notes. By so acknowledging and by
delivering a prospectus, a broker-dealer will not be deemed to admit that it is an "underwriter" within the meaning of the Securities Act.
However, a broker-dealer may be a statutory underwriter. See "Plan of Distribution."

Furthermore, any broker-dealer that acquired any of its Old Notes directly from us:

may not rely on the applicable interpretation of the staff of the SEC's position contained in Exxon Capital Holdings Corp.,

SEC no-action letter (April 13, 1988), Morgan, Stanley & Co. Inc., SEC no-action letter (June 5, 1991), and Shearman &
Sterling, SEC no-action letter (July 2, 1993); and

must also be named as a selling holder in connection with the registration and prospectus delivery requirements of the
Securities Act relating to any resale transaction.

Acceptance of Old Notes for Exchange; Delivery of New Notes

Upon satisfaction or waiver of all of the conditions to the exchange offer, we will accept, promptly after the expiration date, all Old Notes
properly tendered, unless we terminate the exchange offer
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because of the non-satisfaction of conditions. We will issue the New Notes as soon as practicable after acceptance of the Old Notes. See
" Conditions to the Exchange Offer" below. For purposes of the exchange offer, we will be deemed to have accepted properly tendered Old Notes
for exchange when, as and if we have given oral or written notice to the exchange agent, with prompt written confirmation of any oral notice.

For each Old Note accepted for exchange, the holder of the Old Note will receive a New Note having a principal amount equal to that of the
surrendered Old Note. The New Notes will bear interest from the most recent date to which interest has been paid on the Old Notes.
Accordingly, registered holders of New Notes on the relevant record date for the first interest payment date following the completion of the
exchange offer will receive interest accruing from the most recent date to which interest has been paid. The accreted value of the New Notes will
be the same as the accreted value of the Old Notes. Old Notes accepted for exchange will cease to accrue interest from and after the date of
completion of the exchange offer. Holders of Old Notes whose Old Notes are accepted for exchange will not receive any payment for accrued
interest on the Old Notes otherwise payable on any interest payment date, the record date for which occurs on or after completion of the
exchange offer and will be deemed to have waived their rights to receive the accrued interest on the Old Notes.

In all cases, issuance of New Notes for Old Notes will be made only after timely receipt by the exchange agent of a timely book-entry
confirmation of the Old Notes into the exchange agent's account at the book-entry transfer facility.

Unaccepted or non-exchanged Old Notes will be returned without expense to the tendering holder of the Old Notes. In the case of Old
Notes tendered by book-entry transfer in accordance with the book-entry procedures described below, the non-exchanged Old Notes will be
returned or recredited promptly.

Book-Entry Transfer

The exchange agent will make a request to establish an account for the Old Notes at DTC for purposes of the exchange offer within two
business days after the date of this prospectus. A holder of the Old Notes must make book-entry delivery of Old Notes by causing DTC to
transfer those Old Notes into the exchange agent's account at DTC in accordance with DTC's procedure for transfer. This holder should transmit
its acceptance to DTC on or prior to the expiration date. DTC will verify this acceptance, execute a book-entry transfer of the tendered Old
Notes into the exchange agent's account at DTC and then send to the exchange agent confirmation of this book-entry transfer. The confirmation
of this book-entry transfer will include an agent's message confirming that DTC has received an express acknowledgment from this holder that
this holder agrees to be bound by the assignment, transfer and exchange of the Old Notes. Delivery of New Notes issued in the exchange offer
may be effected through book-entry transfer at DTC. However, an agent's message must be transmitted to and received by the exchange agent at
the address listed below under " Exchange Agent" on or prior to the expiration date.

Exchanging Book-Entry Notes
The exchange agent and DTC have confirmed that any financial institution that is a participant in DTC may utilize DTC Automated Tender
Offer Program, or ATOP, procedures to tender Old Notes. Any participant in the DTC may make book-entry delivery of Old Notes by causing

the DTC to transfer such Old Notes into the exchange agent's account in accordance with the DTC's ATOP procedures for transfer. However, the
exchange for the Old Notes so tendered will only be made after
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a book-entry confirmation of the book-entry transfer of Old Notes into the exchange agent's account, and timely receipt by the exchange agent of
an agent's message.

Withdrawal Rights
Tenders of Old Notes may be withdrawn at any time before 5:00 p.m., New York City time, on the expiration date.

For a withdrawal to be effective, the exchange agent must receive a written notice of withdrawal at the address or at the facsimile number,
indicated below under " Exchange Agent" before 5:00 p.m., New York City time, on the expiration date. Any notice of withdrawal must specify
the number of the account at the DTC from which the Old Notes were tendered and specify the name and number of the account at the DTC to
be credited with the withdrawn Old Notes and otherwise comply with the procedures of DTC.

We will determine all questions as to the validity, form and eligibility, including time of receipt, or notices of withdrawal. Any Old Notes
so withdrawn will be deemed not to have been validly tendered for exchange. No New Notes will be issued unless the Old Notes so withdrawn
are validly re-tendered. Any Old Notes that have been tendered for exchange, but which are not exchanged for any reason, will be credited to an
account maintained with the DTC. Properly withdrawn Old Notes may be re-tendered by following the procedures described under " Procedures
for Tendering" above at any time on or before 5:00 p.m., New York City time, on the expiration date.

Conditions to the Exchange Offer

Notwithstanding any other provision of the exchange offer, we shall not be required to accept for exchange, or to issue New Notes in
exchange for, any Old Notes, and may terminate or amend the exchange offer, if at any time prior to the expiration date any of the following
events occurs:

there is threatened, instituted or pending any action or proceeding before, or any injunction, order or decree issued by, any
court or governmental agency or other governmental regulatory or administrative agency or commission;

a change in applicable law prohibits the consummation of such exchange offer; or

any change, or any development involving a prospective change, has occurred or been threatened in our business, financial
condition, operations or prospects and those of our subsidiaries taken as a whole that is or may be adverse to us, or we have
become aware of facts that have or may have an adverse impact on the value of the Old Notes or the New Notes, which in
our reasonable judgment in any case makes it inadvisable to proceed with the exchange offer and about which change or
development we make a public announcement.

All conditions will be deemed satisfied or waived prior to the expiration date, unless we assert them prior to the expiration date. The
foregoing conditions to the exchange offer are for our sole benefit and we may prior to the expiration date assert them regardless of the
circumstances giving rise to any of these conditions, or we may prior to the expiration date waive them in whole or in part in our reasonable
discretion. Our failure at any time to exercise any of the foregoing rights will not be deemed a waiver of any right.

In addition, we will not accept for exchange any Old Notes tendered, and no New Notes will be issued in exchange for any Old Notes, if at
this time any stop order is threatened or in effect relating
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to the registration statement of which this prospectus constitutes a part. We are required to make every reasonable effort to obtain the withdrawal
of any order suspending the effectiveness of a Registration Statement at the earliest possible moment.

Exchange Agent

We have appointed The Wells Fargo Bank, National Association as the exchange agent for the exchange offer. You should direct all
executed letters, questions and requests for assistance, or requests for additional copies of this prospectus to the exchange agent addressed as
follows:

Delivery To:
The Wells Fargo Bank, National Association

By Hand, Registered or Certified Mail, or Overnight Courier:
Wells Fargo Bank, National Association
707 Wilshire Boulevard, 17th Floor
Los Angeles, California 90017
Attn: Maddy Hall

For Information Call: (213) 614-2588
By Facsimile: (213) 614-3355
Confirm By Telephone: (213) 614-2588

All other questions should be addressed to Edison Mission Energy, 18101 Von Karman Avenue, Suite 1700, Irvine, California 92612,
Attention: Steven D. Eisenberg. If you deliver the transmit instructions via facsimile other than to any facsimile number indicated above, then
your delivery or transmission will not constitute a valid delivery or transmission.

Fees and Expenses

We will not make any payment to brokers, dealers or others soliciting acceptances of the exchange offer. We have agreed to pay all
expenses incidental to the exchange offer other than commissions and concessions of any broker or dealer and certain transfer taxes and will
indemnify holders of the notes, including any broker-dealers, against certain liabilities, including liabilities under the Securities Act. The
estimated cash expenses to be incurred in connection with the exchange offer will be paid by us and will include fees and expenses of the
exchange agent, accounting, legal, printing and related fees and expenses.

Accounting Treatment

We will not recognize any gain or loss for accounting purposes upon the consummation of the exchange offer. We will amortize the
expense of the exchange offer over the term of the New Notes in accordance with accounting principles generally accepted in the United States
of America.

Transfer Taxes

We will pay any transfer taxes in connection with the exchange of Old Notes for New Notes in the exchange offer unless you instruct us to
register New Notes in the name of, or request any Old Notes not tendered or not accepted in the exchange offer be returned to, a person other
than the registered tendering holder. In those cases, you will be responsible for the payment of any applicable transfer tax.
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Consequences of Exchanging or Failing to Exchange the Old Notes

Holders of Old Notes who do not exchange their Old Notes for New Notes in the exchange offer will continue to be subject to the
provisions in the Indenture regarding transfer and exchange of the Old Notes and the restrictions on transfer of the Old Notes as described in the
legend on the Old Notes as a consequence of the issuance of the Old Notes under exemptions from, or in transactions not subject to, the
registration requirements of the Securities Act and applicable state securities laws. In general, the Old Notes may not be offered or sold, unless
registered under the Securities Act, except under an exemption from, or in a transaction not subject to, the Securities Act and applicable state
securities laws. Old Notes holders that do not exchange Old Notes for New Notes in the exchange offer will no longer have any registration
rights with respect to such notes.

Based on existing interpretations of the Securities Act by the SEC's staff contained in several no-action letters to third parties, and subject to
the immediately following sentence, we believe that the New Notes would generally be freely transferable by holders after the exchange offer
without further registration under the Securities Act, subject to certain representations required to be made by each holder of New Notes, as set
forth below. However, any purchaser of New Notes who is one of our "affiliates" (as defined in Rule 405 under the Securities Act) or who
intends to participate in the exchange offer for the purpose of distributing the New Notes:

will not be able to rely on the applicable interpretation of the staff of the SEC;
will not be able to tender its Old Notes in the exchange offer; and

must comply with the registration and prospectus delivery requirements of the Securities Act in connection with any sale or
transfer of the notes unless such sale or transfer is made pursuant to an exemption from such requirements. See "Plan of
Distribution."

We do not intend to seek our own interpretation regarding the exchange offer and there can be no assurance that the SEC's staff would
make a similar determination with respect to the notes as it has in other interpretations to other parties, although we have no reason to believe

otherwise.
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USE OF PROCEEDS

We will not receive any proceeds from the exchange offer. In consideration for issuing the New Notes, we will receive in exchange the Old
Notes of like principal amount, the terms of which are identical in all material respects to the New Notes. The Old Notes surrendered in
exchange for New Notes will be retired and canceled and cannot be reissued. Accordingly, issuance of the New Notes will not result in any
increase in our indebtedness. We have agreed to bear the expenses of the exchange offer. No underwriter is being used in connection with the
exchange offer.
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CAPITALIZATION

The following table sets forth our consolidated capitalization as of June 30, 2007. This table should be read in conjunction with "Use of

Proceeds," "Management's Discussion and Analysis of Financial Condition and Results of Operations" and our financial statements and related
notes included in this prospectus.

€]

@

3

Short- and long-term obligations(1)(2):
Old Notes
7.73% senior notes due 2009
7.50% senior notes due 2013
7.75% senior notes due 2016
Obligations to affiliates

EME recourse debt
Subsidiary debt obligations

Total consolidated debt
Shareholder's equity(3)

Total capitalization

As of
June 30,
2007

$ 2,700
13

500

500

78

3,791
166

3,957
1,681

$ 5,638

Although not included in the table above, we are obligated under an intercompany loan with our subsidiary Midwest Generation to repay $1.4 billion of

intercompany loans resulting from the Powerton and Joliet sale-leaseback transaction.

As of June 30, 2007, we had $522 million available under our secured credit facility and our subsidiary, Midwest Generation, had $467 million

available under its $500 million senior secured working capital facility.

In connection with the early repayment of the 7.73% senior notes due 2009 and Midwest Generation's 8.75% second priority senior secured notes due
2034, tender premiums of $137 million, together with remaining deferred financing costs related to the debt repaid were expensed. The after-tax impact
was approximately $98 million. In addition, we made a dividend payment of $899 million to our parent, MEHC, from the proceeds of the Old Notes
enabling MEHC to repay its 13.50% senior secured notes due 2008, accrued interest and tender premiums related thereto.
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SELECTED CONSOLIDATED FINANCIAL DATA

The following table sets forth a summary of our consolidated financial data for the periods indicated. In April 2006, EME received, as a
capital contribution, ownership interests in a portfolio of wind projects located in lowa and Minnesota and a small biomass project. These
projects were previously owned by EME's affiliate, Edison Capital. EME accounted for this acquisition at Edison Capital's historical cost as a
transaction between entities under common control for a net book value of approximately $76 million. The historical consolidated financial and
operating results data reflects the acquisition as though EME had always owned the projects for all periods presented. The historical
consolidated operating data for each of the three years ended December 31, 2006 and the financial position data as of December 31, 2006 and
2005 were derived from the audited historical consolidated financial statements included elsewhere in this prospectus. We derived the historical
consolidated operating results data for the year ended December 31, 2003 and the financial position data as of December 31, 2004 from audited
historical consolidated financial statements. We derived the historical consolidated operating results data for the year ended December 31, 2002
and the financial position data as of December 31, 2003 and 2002 from our accounting records. The following selected historical consolidated
financial data as of June 30, 2007 and for the six months ended June 30, 2007 and 2006 has been derived from our unaudited consolidated
financial statements included elsewhere in this prospectus. Our unaudited consolidated financial statements were prepared on a basis consistent
with that used in preparing our audited consolidated financial statements and include all material adjustments, all of which are of a normal
recurring nature, that, in the opinion of management, are necessary for a fair statement of our financial position and results of operations for the
unaudited periods.

You should read the following information in conjunction with the section entitled "Management's Discussion and Analysis of Financial
Condition and Results of Operations" and the historical consolidated financial statements and the related notes included elsewhere in this

prospectus. Historical results are not necessarily indicative of results that may be expected for any future period.
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Six Months Ended
Years Ended December 31, June 30,
2002 2003 2004 2005 2006 2006 2007

(in millions)

(in millions) (unaudited)
Income Statement Data
Operating revenues $ 1,713 $ 1,779 $ 1,653 $ 2,265 % 2239 % 977 $ 1,243
Operating expenses
Fuel, plant operations and plant operating
lease 1,292 1,334 1,300 1,287 1,332 658 729
Loss on lease termination, asset
impairment and other charges and credits 60 304 989 7 5)
Depreciation and amortization 147 156 152 134 144 71 76
Administrative and general 118 138 149 154 140 64 84
Total operating expenses 1,617 1,932 2,590 1,582 1,616 788 889
Operating income (loss) 96 (153) (937) 683 623 189 354
Equity in income from unconsolidated
affiliates 196 239 218 229 186 71 80
Impairment loss on equity method investment (55)
Interest and other income 15 2 52 69 120 61 57
Interest expense (313) (303) (298) (300) (279) (145) (129)
Loss on early extinguishment of debt (@] (146) (143) (160)
Income (loss) from continuing operations
before income taxes and minority interest (6) (215) (965) 622 504 33 202
Provision (benefit) for income taxes (28) (121) (406) 208 189 1 68
Minority interest 2) ) (D 1
Income (loss) from continuing operations 20 (96) (560) 414 316 32 134
Income (loss) from operations of discontinued
subsidiaries (including gain on disposal of
$533 million in 2004), net of tax 22 124 690 29 98 77 5
Income before accounting change 42 28 130 443 414 109 139
Cumulative effect of change in accounting,
net of tax(1) (14) ) (D
Net income $ 28 § 19 % 130 $ 442 $ 414 $ 109 $ 139

(€]
Our 2005 loss from a change in accounting principle resulted from the adoption of a new accounting standard for conditional asset retirements. Our
2003 loss from a change in accounting principle resulted from adoption of a new accounting standard for asset retirement obligations. Our 2002 loss
from a change in accounting principle resulted from adoption of a new accounting standard for goodwill and other intangible assets.
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As of December 31,
As of June 30,
2002 2003(2) 2004(3) 2005 2006 2007
(in millions)

(in millions) (unaudited)
Balance Sheet Data
Assets $ 11,220 $ 12,299 $ 7,087 $ 7,023 $ 7,250 $ 7,114
Current liabilities 1,356 1,203 994 846 646 504
Long-term obligations 3,022 2,919 3,530 3,330 3,035 3,845
Preferred securities 281
Shareholder's equity 1,751 1,954 1,745 1,910 2,582 1,681
2)

In the fourth quarter of 2003, we adopted FIN No. 46, "Consolidation of Variable Interest Entities, an Interpretation of ARB No. 51," which required us
to reflect the junior subordinated deferrable debentures as a liability, which under the prior accounting treatment would have been eliminated in
consolidation, instead of the Monthly Income Preferred Securities.

3
Assets decreased in 2004 compared to 2003 due to completion of the sale of substantially all of our international assets.
Six Months Ended
Years Ended December 31, June 30,
2002 2003 2004 2005 2006 2006 2007
(in millions)
(in millions) (unaudited)
Other Data
Ratio of earnings to fixed charges(4)(5) 1.18x 2.23x 2.01x 1.20x 1.71x
“
For purposes of computing the ratio of earnings to fixed charges, earnings are divided by fixed charges. "Earnings" represent the aggregate of income
(loss) for continuing operations before income taxes and minority interest. "Fixed charges" represent interest (whether expensed or capitalized),
dividends on preferred securities for continuing operations, amortization of debt discount and the interest component of rental expense.
)

For the years ended December 31, 2004 and 2003, there was a fixed charge deficiency of $953 million and $85 million, respectively.
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MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION
AND RESULTS OF OPERATIONS

This Management's Discussion and Analysis of Financial Condition and Results of Operations is presented in four sections:

Page
Management's Overview; Critical Accounting Policies 35
Results of Operations 42
Liquidity and Capital Resources 64
Market Risk Exposures 90

MANAGEMENT'S OVERVIEW; CRITICAL ACCOUNTING POLICIES
Management's Overview
Introduction

EME is a holding company which operates primarily through its subsidiaries and affiliates which are engaged in the business of developing,
acquiring, owning or leasing, operating and selling energy and capacity from independent power production facilities. EME's subsidiaries or
affiliates have typically been formed to own all or an interest in one or more power plants and ancillary facilities, with each plant or group of
related plants being individually referred to by EME as a project. As of June 30, 2007, EME's subsidiaries and affiliates owned or leased
interests in 32 operating power plants and 6 projects under construction.

EME's subsidiaries and affiliates have financed the development and construction or acquisition of its projects by capital contributions from
EME and the incurrence of debt obligations by its subsidiaries and affiliates owning the operating facilities. These project level debt obligations
are generally structured as non-recourse to EME, with several exceptions, including EME's guarantee of the Powerton and Joliet leases as part of
a refinancing of indebtedness incurred by its project subsidiary to purchase the Illinois Plants. As a result, these project level debt obligations
have structural priority with respect to revenues, cash flows and assets of the project companies over debt obligations incurred by EME itself. In
this regard, EME has, itself, borrowed funds to make the equity contributions required of it for its projects and for general corporate purposes.
Since EME does not, itself, directly own any revenue producing generation facilities, it depends for the most part on cash distributions from its
projects to meet its debt service obligations, and to pay for general and administrative expenses. Distributions to EME from projects are
generally only available after all current debt service obligations at the project level have been paid and are further restricted by contractual
restrictions on distributions included in the documentation evidencing the project level debt obligations.

Business Strategy

EME's business strategy includes the following core elements:

Optimizing the value of its existing generation assets through:

operational excellence focused on long-term cost effective maintenance;

integration of commercial marketing and trading activities with plant operations to enhance gross margin; and
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effective participation in regulatory rule-making in markets where EME operates.

Diversifying the fuel type of its generation assets through:

developing and acquiring new renewable energy projects, primarily wind;

developing and acquiring natural gas-fired power projects in locations where existing or projected capacity for
generation is constrained; and

developing new clean coal generation projects, such as integrated gasification combined cycle projects.

Entering into more mid- to long-term power sales contracts in order to complement its merchant sales activities.

Reducing cash flow volatility from merchant power plants through asset-based commodity hedging activities.

Leveraging the knowledge and expertise in trading to enhance financial performance within a disciplined risk management
structure.

Business Development

EME has undertaken a number of activities in 2006 and 2007 with respect to wind projects, including the following:

Jointly completed development and commenced construction of six new wind projects with third parties, including:

the 95 MW Sleeping Bear wind project located in Oklahoma,

the 61 MW Mountain Wind I project located in Wyoming,

the 50 MW Jeffers wind project located in Minnesota,

the 38 MW Lookout wind project located in Pennsylvania,

the 29 MW Forward wind project also located in Pennsylvania, and

the 20 MW Odin wind project located in Minnesota.

Completed construction and commenced operations of the 161 MW Wildorado wind project located in Texas, the 15 MW
Hardin wind project located in Iowa and the 21 MW Crosswinds wind project also located in lowa.

During 2007, EME purchased 1,028 MW of turbines for delivery in 2008 and 2009 from Mitsubishi Power Systems
Americas, Inc. and Suzlon Wind Energy Corporation with an aggregate purchase price of approximately $1.2 billion.
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In April 2007, EME acquired six projects in development in Texas and Oklahoma totaling 700 MW. These projects are in
various stages of development with target completion dates of 2008
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through 2010. The purchase price for these projects is comprised of an initial payment and subsequent payments tied to
milestones and adjustments based on EME's projected internal rate of return in individual projects. Completion of
development of these projects is dependent on a number of items, including, among other things, obtaining power sales
agreements, and in certain cases, permits and interconnection agreements.

In August 2007, EME acquired a 99.9% interest in a 150 MW wind project under development in Texas. The project
consists of two phases. Construction of Phase I of this project (80 MW) commenced in August 2007 with completion
scheduled during the first quarter of 2008. Phase II of this project (70 MW) is scheduled for completion during the fourth
quarter of 2008. The total estimated capital cost, excluding capitalized interest, is approximately $266 million. The project
plans to sell electricity into the Electric Reliability Council of Texas (ERCOT) market as a merchant wind generator.

As of June 30, 2007, EME had a development pipeline of potential wind projects with an installed capacity of approximately 3,100 MW
(the development pipeline represents potential projects with respect to which EME either owns the project rights or has exclusive negotiation
rights).

PJM Reliability Pricing Model

In April 2007, PIM Interconnection, LLC (PJM) completed the first capacity auction under the PJM Reliability Pricing Model. EME
participated in the auction for the period June 1, 2007 through May 31, 2008. After accounting for previous forward sales of capacity, EME's
subsidiary Edison Mission Marketing & Trading, Inc. (EMMT) sold net 2,628 MW of capacity from its fossil fuel plants located in Illinois (the
[llinois Plants) and net 786 MW of capacity from the Homer City electric generating station in Pennsylvania (the Homer City facilities). The
Ilinois Plants and the Homer City facilities are located in the "Rest of Market" area which had a clearing price of $40.80 per MW-day.

In July 2007, EME participated in the auction for the period June 1, 2008 through May 31, 2009. After accounting for previous forward
sales of capacity, EMMT sold net 3,283 MW of capacity from the Illinois Plants and net 820 MW of capacity from the Homer City facilities.
The Tllinois Plants and the Homer City facilities are located in the "Rest of Market" area which had a clearing price of $111.92 per MW-day.

For further discussion regarding the PJM and recent auctions, see "Market Risk Exposures Commodity Price Risk Capacity Price Risk."
Hllinois Auction

In September 2006, the first I1linois power procurement auction was held by Commonwealth Edison according to the rules approved by the
llinois Commerce Commission. Through the auction, EMMT entered into two load requirements services contracts. Under the terms of these
agreements, Midwest Generation expects to deliver, through EMMT, electricity, capacity and specified ancillary, transmission and load
following services necessary to serve a portion of Commonwealth Edison's residential and small commercial customer load. The estimated
megawatt-hours for the remainder of 2007, 2008 and 2009 under these energy supply agreements are 4.1 million, 5.6 million and 1.6 million,
respectively. The amount of power sold under these agreements can vary significantly with variations in load. See "Market Risk
Exposures Commodity Price Risk Energy Price Risk Affecting Sales from the Illinois Plants" for further discussion of Midwest Generation's
hedge position.
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Illinois Settlement

On July 24, 2007, Midwest Generation and EMMT, along with other power generation companies and utilities, entered into a settlement
agreement with the Illinois Attorney General. The settlement was subject to the passage of legislation which will, among other things, establish a
new Illinois Power Agency to manage future power procurement for Commonwealth Edison and Ameren Corporation (Ameren) (beginning with
the planning year June 1, 2009 through May 31, 2010). The settlement legislation was passed by the Illinois legislature on July 26, 2007, and
was signed by the Governor of Illinois on August 28, 2007.

As part of the settlement, Midwest Generation has agreed to pay $25 million over three years toward approximately $1 billion in utility
customer rate relief and startup costs of the new Illinois Power Agency. The remainder is to be funded by subsidiaries of Exelon Corporation,
subsidiaries of Ameren, Dynegy Holdings Inc., and Mid-American Energy Company. Also as part of the settlement, the Illinois Attorney
General has agreed to file motions to dismiss auction-related complaints filed at the Federal Energy Regulatory Commission (the FERC), the
Illinois Commerce Commission and in the Illinois courts.

Subject to the foregoing, Midwest Generation plans to make a payment of $7.5 million within ten business days after the settlement
becomes effective (or on such later date as the Illinois Attorney General may specify in writing), followed by monthly payments of $750,000
beginning in January 2008 and continuing until the total commitment has been funded. These payments are non-refundable; however, Midwest
Generation's obligations to make the monthly payments will cease if, at any time prior to December 2009, as further described in the rate relief
package and related agreements, Illinois imposes an electric rate freeze or an additional tax on generators.

Environmental Developments Regarding Emissions

On December 11, 2006, Midwest Generation entered into an agreement with the Illinois EPA to reduce mercury, nitrogen oxide (NOx) and
sulfur dioxide (SO2) emissions at Midwest Generation's Illinois coal-fired power plants, which Midwest Generation believes will provide
reasonable certainty of the timing and amount of emissions reductions which will be required of the Illinois Plants for these pollutants through
2018. The agreement requires Midwest Generation to achieve specified emissions reductions through a combination of environmental retrofits or
unit shutdowns. Capital expenditures are estimated (in 2006 dollars) between $2.7 billion and $3.4 billion. See "Liquidity and Capital
Resources Environmental Matters and Regulations Air Quality Regulation Clean Air Act Illinois" for further discussion.

Refinancing
Senior Notes Offering

On June 6, 2006, EME completed a private offering of $500 million of its 7.50% senior notes due 2013 and $500 million of its 7.75%
senior notes due 2016. The proceeds of the offering were used, together with cash on hand, to purchase substantially all of EME's outstanding
10% senior notes due 2008 and 9.875% senior notes due 2011. On December 6, 2006, EME redeemed all of its remaining 10% senior notes and
9.875% senior notes outstanding. In connection with the purchase of these notes, EME recorded a $146 million loss on early extinguishment of
debt in 2006.

On May 7, 2007, EME completed a private offering of $1.2 billion of its 7.00% senior notes due May 15, 2017, $800 million of its 7.20%
senior notes due May 15, 2019 and $700 million of its 7.625%
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senior notes due May 15, 2027. EME will pay interest on the senior notes on May 15 and November 15 of each year, beginning on
November 15, 2007. The net proceeds were used, together with cash on hand, to:

purchase substantially all of EME's outstanding 7.73% senior notes due 2009,

purchase substantially all of Midwest Generation's 8.75% second priority senior secured notes due 2034,

repay the outstanding balance of Midwest Generation's senior secured term loan facility ($327.8 million), and

make a dividend payment of $899 million to MEHC which enabled MEHC to purchase substantially all of its 13.5% senior
secured notes due 2008.

Redemption of MEHC Senior Secured Notes

On June 25, 2007, MEHC redeemed in full its senior secured notes. As a result of the redemption, EME is no longer subject to financial and
investment restrictions that were contained in the indenture pursuant to which the senior secured notes were issued. Following the redemption,
MEHC no longer files reports with the SEC.

The refinancing activities improved EME's overall liquidity, operating flexibility and ability to capitalize on growth opportunities. EME
recorded a total pre-tax loss of approximately $160 million (approximately $98 million after tax) on early extinguishment of debt during the
second quarter of 2007.

Credit Agreement Amendments

During the second quarter of 2007, EME amended its existing $500 million secured credit facility, increasing the total borrowings available
thereunder to $600 million, and Midwest Generation amended and restated its existing $500 million senior secured working capital facility. The
changes to the senior secured working capital facility included a reduction in the interest rate, a longer maturity date, and fewer restrictive
covenants. Midwest Generation intends to use its secured working capital facility to provide credit support for its hedging activities and for
general working capital purposes. Midwest Generation may also support its hedging activities by granting first or second priority liens to eligible
hedge counterparties.

ERP Initiative

During 2006, EME commenced a new initiative as part of an Edison International enterprise-wide project to implement an integrated
enterprise resource planning (ERP) application from SAP during the next two years. The implementation of this application will replace EME's
existing financial, human resources, materials management, and fuel management information systems with SAP's integrated ERP application.
The procurement and material management systems were implemented for three of the Illinois Plants in July 2007, as well as the EME financial
systems. Implementation of these applications at the remaining Illinois Plants and Homer City facilities began on September 1, 2007, and
implementation of the human resources systems is scheduled for the second quarter of 2008 as part of an Edison International enterprise-wide
project.

Critical Accounting Policies
Introduction

The accounting policies described below are viewed by management as "critical" because their correct application requires the use of
material judgments and estimates, and they have a material impact on EME's results of operations and financial position.
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Derivative Financial Instruments and Hedging Activities

EME uses derivative financial instruments for hedging activities and trading purposes. Derivative financial instruments are mainly utilized
to manage exposure from changes in electricity and fuel prices and interest rates. EME follows Statement of Financial Accounting Standards
No. 133, "Accounting for Derivative Instruments and Hedging Activities" (SFAS 133), which requires derivative financial instruments to be
recorded at their fair value unless an exception applies. SFAS No. 133 also requires that changes in a derivative's fair value be recognized
currently in earnings unless specific hedge accounting criteria are met. For derivatives that qualify for hedge accounting, depending on the
nature of the hedge, changes in fair value are either offset by changes in the fair value of the hedged assets, liabilities or firm commitments
through earnings, or recognized in other comprehensive income until the hedged item is recognized in earnings. The ineffective portion of a
derivative's change in fair value is immediately recognized in earnings. For further discussion, see "Market Risk Exposures Accounting for
Energy Contracts."

Management's judgment is required to determine if a transaction meets the definition of a derivative and, if it does, whether the normal
sales and purchases exception applies or whether individual transactions qualify for hedge accounting treatment. The majority of EME's
long-term power sales and fuel supply agreements related to its generation activities either: (1) do not meet the definition of a derivative because
they are not readily convertible to cash, or (2) qualify as normal purchases and sales and are, therefore, recorded on an accrual basis.

Derivative financial instruments used for trading purposes include forwards, futures, options, swaps and other financial instruments with
third parties. EME records derivative financial instruments used for trading at fair value. The majority of EME's derivative financial instruments
with a short-term duration (less than one year) are valued using quoted market prices. In the absence of quoted market prices, derivative
financial instruments are valued considering the time value of money, volatility of the underlying commodity, and other factors as determined by
EME. Resulting gains and losses are recognized in operating revenues in the accompanying consolidated income statements in the period of
change. Derivative assets include open financial positions related to derivative financial instruments recorded at fair value, including cash flow
hedges, that are "in-the-money" and the present value of net amounts receivable from structured transactions. Derivative liabilities include open
financial positions related to derivative financial instruments, including cash flow hedges, that are "out-of-the-money."

Determining the fair value of derivatives under SFAS No. 133 is a critical accounting policy because the fair value of a derivative is
susceptible to significant change resulting from a number of factors, including: volatility of energy prices, credit risks, market liquidity and
discount rates. See "Market Risk Exposures," for a description of risk management activities and sensitivities to change in market prices.

EME enters into master agreements and other arrangements in conducting hedging and trading activities with a right of setoff in the event
of bankruptcy or default by the counterparty. These types of transactions are reported net in the balance sheet in accordance with Financial
Accounting Standards Board (FASB) Interpretation No. 39, "Offsetting Amounts Related to Certain Contracts."

Impairment of Long-Lived Assets

EME follows SFAS No. 144. EME evaluates long-lived assets whenever indicators of impairment exist. This accounting standard requires
that if the undiscounted expected future cash flow from a company's assets or group of assets (without interest charges) is less than its carrying
value, asset impairment must be recognized in the financial statements. The amount of impairment is determined by the difference between the
carrying amount and fair value of the asset.

The assessment of impairment is a critical accounting policy because significant management judgment is required to determine: (1) if an
indicator of impairment has occurred, (2) how assets
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should be grouped, (3) the forecast of undiscounted expected future cash flow over the asset's estimated useful life to determine if an impairment
exists, and (4) if an impairment exists, the fair value of the asset or asset group. Factors that EME considers important, which could trigger an
impairment, include operating losses from a project, projected future operating losses, the financial condition of counterparties, or significant
negative industry or economic trends. During 2005 and 2004, EME recorded impairment charges of $55 million and $35 million, respectively,
related to specific assets included in continuing operations. See "Results of Operations Annual Results of Continuing Operations for 2006, 2005
and 2004 Earnings from Consolidated Operations Illinois Plants" and " Earnings from Unconsolidated Affiliates Impairment Loss on Equity
Method Investment."

Off-Balance Sheet Financing

EME has entered into sale-leaseback transactions related to the Powerton and Joliet plants in Illinois and the Homer City facilities in
Pennsylvania. See "Liquidity and Capital Resources Contractual Obligations, Commitments and Contingencies Contractual Obligations at
December 31, 2006 Operating Lease Obligations." Each of these transactions was completed and accounted for by EME as an operating lease in
its consolidated financial statements in accordance with SFAS No. 98, which requires, among other things, that all the risk and rewards of
ownership of assets be transferred to a new owner without continuing involvement in the assets by the former owner other than as normal for a
lessee. The sale-leaseback transactions of these power plants were complex matters that involved management judgment to determine
compliance with SFAS No. 98, including the transfer of all the risk and rewards of ownership of the power plants to the new owner without
EME's continuing involvement other than as normal for a lessee. These transactions were entered into to provide a source of capital either to
fund the original acquisition of the assets or to repay indebtedness previously incurred for the acquisition. Each of these leases uses special
purpose entities.

Based on existing accounting guidance, EME does not record these lease obligations in its consolidated balance sheet. If these transactions
were required to be consolidated as a result of future changes in accounting guidance, it would: (1) increase property, plant and equipment and
long-term obligations in the consolidated financial position, and (2) impact the pattern of expense recognition related to these obligations
because EME would likely change from its current straight-line recognition of rental expense to an annual recognition of the straight-line
depreciation on the leased assets as well as the interest component of the financings which is weighted more heavily toward the early years of
the obligations. The difference in expense recognition would not affect EME's cash flows under these transactions. See "Liquidity and Capital
Resources Off-Balance Sheet Transactions Sale-Leaseback Transactions."

Contract Indemnities

During 2004, EME sold a majority of its international operations. The asset sale agreements contain indemnities from EME to the
purchasers, including indemnification for pre-closing environmental liabilities and for pre-closing foreign taxes imposed with respect to
operations of the assets prior to the sale. At June 30, 2007, EME had recorded an estimated liability of $94 million related to these matters.

In addition, Midwest Generation agreed to reimburse Commonwealth Edison and Exelon Generation Company, LLC (Exelon Generation)
for 50% of specific asbestos claims pending as of February 2003 and related expenses less recovery of insurance costs, and agreed to a sharing
arrangement for liabilities and expenses associated with future asbestos-related claims as specified in a supplemental agreement. See "Liquidity
and Capital Resources Contractual Obligations, Commitments and Contingencies Commercial Commitments." Midwest Generation engaged an
independent actuary during 2004 with extensive experience in performing asbestos studies to estimate future losses based on its claims
experience and other available information. In calculating future
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losses, the actuary made various assumptions, including, but not limited to, the settlement of future claims under the supplemental agreement
with Commonwealth Edison as described above, the distribution of exposure sites, and that the filing date of asbestos claims will not be after
2045. At June 30, 2007, Midwest Generation had recorded a liability of $64 million related to this contract indemnity.

Income Taxes

SFAS No. 109, "Accounting for Income Taxes," requires the asset and liability approach for financial accounting and reporting for deferred
income taxes. EME uses the asset and liability method of accounting for deferred income taxes and provides deferred income taxes for all
significant income tax temporary differences. See "Audited Consolidated Financial Statements of Edison Mission Energy Notes to Consolidated
Financial Statements Note 10. Income Taxes" for additional details.

As part of the process of preparing its consolidated financial statements, EME is required to estimate its income taxes in each jurisdiction in
which it operates. This process involves estimating actual current tax expense together with assessing temporary differences resulting from
differing treatment of items, such as depreciation, for tax and accounting purposes. These differences result in deferred tax assets and liabilities,
which are included within EME's consolidated balance sheet. In addition, estimated taxes for uncertain tax positions are accrued and included in
other long-term liabilities in the consolidated balance sheet.

For additional information regarding EME's accounting policies, see "Audited Consolidated Financial Statements of Edison Mission
Energy Notes to Consolidated Financial Statements Note 1. Summary of Significant Accounting Policies."

RESULTS OF OPERATIONS

EME operates in one line of business, independent power production. Operating revenues are primarily derived from the sale of power
generated from the Illinois Plants and the Homer City facilities. Intercompany interest expense and income between EME and its consolidated
subsidiaries have been eliminated in the following project results, except as described below with respect to loans provided to EME from a
wholly owned subsidiary, Midwest Generation, and loans from Midwest Generation to EMMT for margining. Equity in income from
unconsolidated affiliates relates to energy projects accounted for under the equity method. EME recognizes its proportional share of the income
or loss of such entities.

On April 1, 2006, EME received, as a capital contribution, ownership interests in a portfolio of wind projects located in Iowa and
Minnesota and a small biomass project. These projects were previously owned by EME's affiliate, Edison Capital. Both MEHC and Edison
Capital are wholly owned subsidiaries of Edison Mission Group, which is a subsidiary of Edison International. EME accounted for this
acquisition at Edison Capital's historical cost as a transaction between entities under common control. Therefore, these consolidated financial
statements include the results of operations, financial position and cash flows of the acquired projects as though EME had such ownership
throughout the periods presented.

EME uses the words "earnings" or "losses" in this section to describe income or loss from continuing operations before income taxes.
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Interim Results of Continuing Operations

The following section provides a summary of the operating results for the second quarters of 2007 and 2006 and six months ended June 30,

2007 and 2006 together with discussions of the contributions by specific projects and of other significant factors affecting these results.

Three Months Ended June
30, Six Months Ended June 30,

2007 2006 2007 2006

Project Earnings (Losses) Before Income Taxes(1)

Consolidated operations

(in millions)

Illinois Plants $ 88 $ 25§ 277 $ 152
Homer City 38 35 102 33
Energy Trading(2) 36 26 62 55
San Juan Mesa 1 1 3 5
Gain on sale of assets 4
Storm Lake 2 3 4 3
Wildorado 2 2
Other 1 (D) 3
Unconsolidated affiliates
Big 4 projects 45 32 63 55
Sunrise 6 5 4 3
Doga 10 5 14 4
Other 4 2 9 3
233 133 543 317
Corporate interest income 18 20 38 37
Corporate interest expense (81) (64) (136) (130)
Corporate administrative and general (36) (25) (68) (49)
Loss on early extinguishment of debt (160) (143) (160) (143)
Other income (expense), net 2) 3) 10
$ 28) $ 79 $ 214 $ 42
I I I I
(1)

Project earnings are equal to income from continuing operations before income taxes, except with respect to wind projects, which also include
production tax credits. Wind project earnings, including the production tax credits set forth in the table below, were $6 million and $4 million for the
second quarters of 2007 and 2006, respectively, and $11 million and $9 million for the six months ended June 30, 2007 and 2006, respectively. The
project earnings for the wind projects include $7 million and $4 million of production tax credits for the second quarters of 2007 and 2006,
respectively, and $12 million and $9 million for the six months ended June 30, 2007 and 2006, respectively. Production tax credits are recognized as
wind energy is generated based upon a per kilowatt-hour rate prescribed in applicable federal and state statutes. Under generally accepted accounting
principles (GAAP), production tax credits generated by the wind projects are recorded as a reduction in income taxes. Accordingly, project earnings
(losses) represent a non-GAAP performance measure which may not be comparable to those of other companies. Management believes that inclusion
of production tax credits in project earnings for wind projects is more meaningful for investors as federal and state subsidies are an integral part of the
economics of these projects. The following table reconciles the total project earnings as shown above with income from continuing operations before
income taxes under GAAP:

Three Months Ended Six Months Ended
June 30, June 30

2007 2006 2007 2006
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Three Months Ended Six Months Ended
June 30, June 30

(in millions)

Project earnings (losses) $ 28 $ @79 $ 214 $ 42
Less: Production tax credits @) (@) (12) )]

Income (loss) from continuing operations before
income taxes $ 35 $ @83 $ 202 % 33

(@)
Income from energy trading represents the gains recognized from price changes related to contracts for electricity, fuels and transmission congestion.
The overhead cost of energy trading is included in administrative and general expenses.
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Earnings from Consolidated Operations
Lllinois Plants

Three Months Ended Six Months Ended
June 30, June 30,

2007 2006 2007 2006

(in millions)

Operating Revenues $ 334§ 266 $ 765 $ 612
Operating Expenses
Fuel 85 72 194 166
Gain on sale of emission allowances(1) 4) 6)
Plant operations 127 115 216 196
Plant operating leases 18 18 37 37
Depreciation and amortization 25 25 50 50
Loss from disposal of assets 1 1
Administrative and general 6 7 11 12
Total operating expenses 262 237 505 455
Operating Income 72 29 260 157

Other Income (Expense)

Interest income on note receivable from EME 28 28 56 56
Interest expense and other (12) (32) 39) (61)
Total other income (expense) 16 “4) 17 (®))
Income Before Taxes $ 88 $ 25 % 277 $ 152
L} L] L] I
Statistics
Generation (in GWh)
Energy only contracts 4,445 5,493 11,143 12,738
Load requirements services contracts(2) 1,681 3,613
Total 6,126 5,493 14,756 12,738
Aggregate plant performance
Equivalent availability(3) 61.5% 66.0% 74.7% 76.4%
Capacity factor(4) 50.0% 44.8% 60.5% 52.3%
Load factor(5) 81.3% 67.9% 81.1% 68.4%
Forced outage rate(6) 6.0% 7.7% 6.0% 5.0%

Average realized price/MWh

Energy only contracts(7) $ 49.04 $ 46.70 $ 49.06 $ 45.85
Load requirements services contracts(8) $ 6258 $ $ 6221 $
Capacity revenue only (in millions) $ 4 3 7 $ 6 $ 13
Average fuel costs/MWh $ 13.82 § 1342 $ 13.13  $ 13.14

)
The Illinois Plants sold excess SO2 emission allowances to the Homer City facilities at fair market value. Sales to the Homer City facilities were
$10 million for both the quarter ended and six months ended June 30, 2007. These sales reduced operating expenses. EME eliminated $8 million of
intercompany profit during the second quarter of 2007 on emission allowances sold but not yet used by the Homer City facilities at June 30, 2007. In
addition, EME recorded $4 million and $6 million of intercompany profit during the first quarters of 2007 and 2006, respectively, on emission
allowances sold by the Illinois Plants to the Homer City facilities in the fourth quarters of 2006 and 2005, respectively, but not used by the Homer City
facilities until the first quarters of 2007 and 2006, respectively.
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Represents two load requirements services contracts, awarded as part of an Illinois auction, with Commonwealth Edison that commenced on January 1,
2007.
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3
The equivalent availability factor is defined as the number of MWh the coal units are available to generate electricity divided by the product of the
capacity of the coal units (in MW) and the number of hours in the period. Equivalent availability reflects the impact of the unit's inability to achieve full
load, referred to as derating, as well as outages which result in a complete unit shutdown. The coal units are not available during periods of planned and
unplanned maintenance.

“
The capacity factor is defined as the actual number of MWh generated by the coal plants divided by the product of the capacity of the coal plants (in
MW) and the number of hours in the period.

&)
The load factor is determined by dividing capacity factor by the equivalent availability factor.

©
Midwest Generation refers to unplanned maintenance as a forced outage.

O]
The average realized energy price reflects the average price at which energy is sold into the market including the effects of hedges, real-time and
day-ahead sales and PIM fees and ancillary services. It is determined by dividing (i) operating revenue less unrealized SFAS No. 133 gains (losses) and
other non-energy related revenue by (ii) generation. Revenue related to capacity sales are excluded from the calculation of average realized energy
price.

®

The average realized price reflects the contract price for sales to Commonwealth Edison under load requirements services contracts that include energy,
capacity and ancillary services. It is determined by dividing (i) contract revenue less PJM operating and ancillary charges by (ii) generation.

Earnings from the Illinois Plants increased $63 million and $125 million for the second quarter of 2007 and six months ended June 30,
2007, respectively, compared to the corresponding periods of 2006. The increases in earnings were primarily due to higher energy revenues
resulting from higher generation and average realized energy prices as compared to 2006 and lower interest expense due to the repayment of
debt in May 2007. Partially offsetting these increases were higher planned maintenance costs. Earnings for the six months ended June 30, 2007
were also adversely affected by an increase in unrealized losses in 2007 related to hedge contracts described below.

Included in operating revenues were unrealized gains (losses) of $4 million and $1 million for the second quarters of 2007 and 2006,
respectively, and $(18) million and $11 million for the six months ended June 30, 2007 and 2006, respectively. Unrealized gains (losses) are
primarily due to power contracts that did not qualify for hedge accounting under SFAS No. 133 (sometimes referred to as economic hedges).
These energy contracts were entered into to hedge the price risk related to projected sales of power. During 2007, power prices increased,
resulting in mark-to-market losses on economic hedges. At June 30, 2007, unrealized losses of $11 million were recognized primarily from
economic hedges related to subsequent periods. See "Market Risk Exposures Commodity Price Risk" for more information regarding forward
market prices.

The earnings of the Illinois Plants included interest income of $28 million for both the second quarters of 2007 and 2006 and $56 million
for both the six months ended June 30, 2007 and 2006 related to loans to EME. In August 2000, Midwest Generation, which owns or leases the
[llinois Plants, entered into a sale-leaseback transaction of the Powerton-Joliet facilities. The proceeds from the sale of these facilities were
loaned to EME, which also provided a guarantee of the related lease obligations of Midwest Generation. The Powerton-Joliet sale-leaseback is
recorded as an operating lease for accounting purposes.
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Homer City
Three Months Ended Six Months Ended
June 30, June 30,
2007 2006 2007 2006
(in millions)
Operating Revenues $ 176 $ 151 $ 374 $ 274
Operating Expenses
Fuel(1) 68 68 140 129
Gain on sale of emission allowances(2)
Plant operations 41 28 75 63
Plant operating leases 26 26 51 51
Depreciation and amortization
Administrative and general 1 1 2 2
Total operating expenses 140 127 275 253
Operating Income 36 24 99 21

Other Income (Expense)

Interest and other income 2 12 4 13
Interest expense (D) (D) (D)
Total other income 2 11 3 12
Income Before Taxes $ 38 $ 35 $ 102 $ 33
I I I I
Statistics
Generation (in GWh) 3,160 2,866 6,453 5,387
Aggregate plant performance
Equivalent availability(3) 83.5% 74.3% 85.0% 73.1%
Capacity factor(4) 76.7% 69.5% 78.7% 65.7%
Load factor(5) 91.8% 93.6% 92.6% 89.9%
Forced outage rate(6) 1.8% 19.9% 3.9% 22.8%
Average realized energy price/MWh(7) $ 54.32 $ 47.38 $ 56.13 $ 48.41
Capacity revenue only (in millions) $ 7 $ 4 $ 13 $ 6
Average fuel costs/MWh $ 21.62 $ 2413 $ 2172 $ 2403
(6]

Included in fuel costs were $6 million and $9 million during the second quarters of 2007 and 2006, respectively, and $12 million and $21 million
during the six months ended June 30, 2007 and 2006, respectively, related to the net cost of SO2 emission allowances. See "Market Risk
Exposures Commodity Price Risk Emission Allowances Price Risk" for more information regarding the price of SO2 allowances.

(@)
The Homer City facilities sold excess NOX emission allowances to the Illinois Plants at fair market value. Sales to the Illinois Plants were $6 million in
the first quarter of 2006. These sales reduced operating expenses. EME eliminated the intercompany transaction for emission allowances sold but not
yet used by the Illinois Plants at June 30, 2006.

3

The equivalent availability factor is defined as the number of MWh the coal units are available to generate electricity divided by the product of the
capacity of the coal units (in MW) and the number of hours in the period. Equivalent availability reflects the impact of the unit's inability to achieve full
load, referred to as derating, as well as outages which result in a complete unit shutdown. The coal units are not available during periods of planned and
unplanned maintenance.
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“
The capacity factor is defined as the actual number of MWh generated by the coal plants divided by the product of the capacity of the coal plants (in
MW) and the number of hours in the period.
&)
The load factor is determined by dividing capacity factor by the equivalent availability factor.
©
Homer City refers to unplanned maintenance as a forced outage.
O]

The average realized energy price reflects the average price at which energy is sold into the market including the effects of hedges, real-time and
day-ahead sales and PJM fees and ancillary services. It is determined by dividing (i) operating revenue less unrealized SFAS No. 133 gains (losses) and
other non-energy related revenue by (ii) total generation.
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Earnings from Homer City increased $3 million and $69 million for the second quarter of 2007 and six months ended June 30, 2007,
respectively, compared to the corresponding periods of 2006. The increases in earnings were primarily attributable to higher generation and
average realized energy prices and lower SO2 emission allowances as compared to 2006. Partially offsetting these increases were higher
maintenance costs in 2007 related to the planned outage at Unit 2 of the Homer City facilities and estimated insurance recovery of approximately
$11 million related to the Unit 3 outage recorded during the second quarter of 2006 reflected in other income (expense), net in EME's
consolidated statements of income (loss). The Unit 3 outage reduced the amount of generation during the six-month period ended June 30, 2006.

Included in operating revenues were unrealized gains (losses) from hedging activities of $(3) million and $9 million for the second quarters
of 2007 and 2006, respectively, and $(2) million and $4 million for six months ended June 30, 2007 and 2006, respectively. Unrealized gains
(losses) were primarily attributable to the ineffective portion of forward and futures contracts which are derivatives that qualify as cash flow
hedges under SFAS No. 133. The ineffective portion of hedge contracts at Homer City was primarily attributable to changes in the difference
between energy prices at PIM West Hub (the settlement point under forward contracts) and the energy prices at the Homer City busbar (the
delivery point where power generated by the Homer City facilities is delivered into the transmission system). At June 30, 2007, unrealized losses
of $13 million were recognized primarily from the ineffective portion of cash flow hedges related to subsequent periods. See "Market Risk
Exposures Commodity Price Risk" for more information regarding forward market prices.

Homer City Unit 3 Outage

On January 29, 2006, the main power transformer on Unit 3 of the Homer City facilities failed resulting in a suspension of operations at this
unit. Homer City secured a replacement transformer and Unit 3 returned to service on May 5, 2006. The main transformer failure resulted in
claims under Homer City's property and business interruption insurance policies. At June 30, 2007, Homer City had recorded a $13 million
receivable related to these claims. Resolution of the claims is subject to a number of uncertainties, including computations of the lost profit
during the outage period.

Energy Trading

EME seeks to generate profit by utilizing its subsidiary, EMMT, to engage in trading activities in those markets in which it is active as a
result of its management of the merchant power plants of Midwest Generation and Homer City. EMMT trades power, fuel and transmission
congestion primarily in the eastern power grid using products available over the counter, through exchanges and from ISOs. Earnings from
energy trading activities increased $10 million and $7 million for the second quarter of 2007 and six months ended June 30, 2007, respectively,
compared to the corresponding periods of 2006. The increase in earnings from energy trading activities was partially attributable to gains on
capacity transactions.

San Juan Mesa

Earnings from the San Juan Mesa wind project decreased $2 million for the six months ended June 30, 2007, compared to the
corresponding period of 2006. The year-to-date decline in earnings was primarily due to a decrease in EME's ownership interest of the San Juan
Mesa wind project to 75% from 100% in March 2006. During the first quarter of 2006, EME completed the sale of 25% of its ownership interest
in the San Juan Mesa wind project to Citi Renewable Investments I LLC, a wholly owned subsidiary of Citicorp North America, Inc. Proceeds
from the sale were $43 million. EME recorded a pre-tax gain on the sale of approximately $4 million during the first quarter of 2006.
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Wildorado

Earnings from the Wildorado wind project were $2 million for both the second quarter of 2007 and six months ended June 30, 2007. EME
had no comparable results from the Wildorado wind project in 2006. Commercial operation of the Wildorado wind project commenced during
April 2007.

Earnings from Unconsolidated Affiliates
Big 4 Projects

Earnings from the Big 4 projects increased $13 million and $8 million for the second quarter of 2007 and six months ended June 30, 2007,
respectively, compared to the corresponding periods of 2006. The increases in earnings were primarily due to payments received in settlement of
claims related to the natural gas purchase contracts during the second quarter of 2007 and a planned outage at the Sycamore Cogeneration plant
during the second quarter of 2006. Partially offsetting these increases were lower volumes sold in 2007 for the Kern River project.

The earnings from the Big 4 projects included interest expense from Edison Mission Energy Funding of $1 million for both the second
quarters of 2007 and 2006 and $2 million and $3 million for the six months ended June 30, 2007 and 2006, respectively.

Doga

Earnings from the Doga project increased $5 million and $10 million for the second quarter of 2007 and six months ended June 30, 2007,
respectively, compared to the corresponding periods of 2006. The increases in earnings were primarily due to the recognition of distributions
received from the Doga project. Effective March 31, 2007, EME accounted for its ownership in the Doga project on the cost method (earnings
are recognized as cash is distributed from the project).

Other

Earnings from other unconsolidated affiliates increased $2 million and $6 million for the second quarter of 2007 and six months ended
June 30, 2007, respectively, compared to the corresponding periods of 2006. The 2007 increases in earnings were attributable to an increase in
earnings from the Westside projects primarily due to payments received in settlement of claims related to the natural gas purchase contracts and
lower maintenance expense, partially offset by lower steam and energy prices.

Corporate Interest Expense

Three Months Ended Six Months Ended
June 30, June 30,

2007 2006 2007 2006

(in millions)

Interest expense to third parties $ 53§ 36 $ 79 $ 74
Interest expense to Midwest Generation(1) 28 28 57 56
Total corporate interest expense $ 81 $ 64 $ 136 $ 130

€]

Includes interest expense of EMMT related to loans from Midwest Generation for margining.
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Interest Expense to Third Parties

EME's interest expense to third parties increased $17 million and $5 million for the second quarter of 2007 and six months ended June 30,
2007, respectively, compared to the corresponding periods of 2006. The increase was primarily attributable to $2.7 billion of new debt entered
into by EME as part of its refinancing activities in May 2007. Partially offsetting this increase was an increase in capitalized interest of
$4 million and $10 million for the second quarter of 2007 and six months ended June 30, 2007, respectively, due to wind projects under
construction.

Corporate Administrative and General Expenses

Administrative and general expenses increased $11 million and $19 million for the second quarter of 2007 and six months ended June 30,
2007, respectively, compared to the corresponding periods of 2006. The increase was primarily due to higher development costs incurred in
2007 (mostly related to wind projects) and higher performance-based compensation. See "Management's Overview; Critical Accounting
Policies Management's Overview."

Loss on Early Extinguishment of Debt

Loss on early extinguishment of debt was $160 million for the second quarter of 2007 and six months ended June 30, 2007 related to the
early repayment of EME's 7.73% senior notes due June 15, 2009 and Midwest Generation's 8.75% second priority senior secured notes due
May 1, 2034. Loss on early extinguishment of debt was $143 million for the second quarter of 2006 and six months ended June 30, 2006 related
to the early repayment of EME's 10% senior notes due August 15, 2008 and 9.875% senior notes due April 15, 2011.

Other Income (Expense), Net

Other income (expense), net decreased $2 million and $13 million for the second quarter of 2007 and six months ended June 30, 2007,
respectively, compared to the corresponding periods of 2006. The 2007 year-to-date decrease was partially attributable to an $8 million gain
related to receipt of shares from Mirant Corporation from settlement of a claim recorded during the first quarter of 2006.

Income Taxes

EME's income tax provision from continuing operations was $68 million and $1 million for the six months ended June 30, 2007 and 2006,
respectively. Income tax benefits are recognized pursuant to a tax-allocation agreement with Edison International. See "Liquidity and Capital
Resources EME's Liquidity as a Holding Company Intercompany Tax-Allocation Agreement."” During the six months ended June 30, 2007 and
2006, EME recognized $12 million and $9 million, respectively, of production tax credits related to wind projects and $7 million and $3 million,
respectively, related to estimated state income tax benefits allocated from Edison International.

Interim Results of Discontinued Operations

Income from discontinued operations, net of tax, was $2 million and $4 million for the second quarters of 2007 and 2006, respectively, and
$5 million and $77 million during the first six months of 2007 and 2006, respectively, largely attributable to distributions received from the
Lakeland project, discussed below.
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Lakeland Project

EME previously owned a 220 MW power plant located in the United Kingdom, referred to as the Lakeland project. An administrative
receiver was appointed in 2002 as a result of default by the project's counterparty, a subsidiary of TXU Europe Group plc. Following a claim for
termination of the power sales agreement, the Lakeland project received a settlement of £116 million (approximately $217 million). EME is
entitled to receive the remaining amount of the settlement after payment of creditor claims. As creditor claims have been settled, EME received
payments of £61 million (approximately $106 million) in the first quarter of 2006, £9 million (approximately $16 million) in April 2006 and
£4 million (approximately $8 million) in January 2007. The after-tax income attributable to the Lakeland project was none and $10 million for
the second quarters of 2007 and 2006, respectively, and $5 million and $83 million for the six months ended June 30, 2007 and 2006,
respectively. Beginning in 2002, EME reported the Lakeland project as discontinued operations and accounts for its ownership of Lakeland
Power on the cost method (earnings are recognized as cash is distributed from the project).

Annual Results of Continuing Operations for 2006, 2005 and 2004

The following section provides a summary of the operating results for the three years ended December 31, 2006 together with discussions
of the contributions by specific projects and of other significant factors affecting these results.

Years Ended December 31,

2006 2005 2004

(in millions)

Project Earnings (Losses) Before Income Taxes(1)
Consolidated operations

Illinois Plants $ 459 $ 547 $ (881
Homer City 156 74 77
Energy Trading(2) 130 195 23
Doga(3) 6
San Juan Mesa 7
Gain on sale of assets 4
Storm Lake 5 2 8
Other (€))] 4
Unconsolidated affiliates
Big 4 projects 132 158 142
Sunrise 34 29 28
March Point 9 17
Impairment loss on equity method investment (55)
Doga 1 7 1
Other 12 13 12
940 978 (563)
Corporate interest income 82 55 6
Corporate interest expense (253) (270) (283)
Corporate administrative and general (113) (126) (150)
Gain on sale of investments 43
Loss on early extinguishment of debt (146) “é)
Other income (expense), net 10 3) (11)

$ 520 $ 630 $  (958)

)]
Project earnings are equal to income from continuing operations before income taxes, except with respect to wind projects, which also include
production tax credits. Wind project earnings, including production tax credits set forth in the table below, were $13 million, $4 million and $10 million
for the years ended December 31, 2006, 2005 and 2004, respectively. The
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project earnings for the wind projects include $16 million, $8 million and $7 million of production tax credits for the years ended December 31, 2006,
2005 and 2004, respectively. Production tax credits are recognized as wind energy is generated based upon a per kilowatt-hour rate prescribed in
applicable federal and state statutes. Under GAAP, production tax credits generated by the wind projects are recorded as a reduction in income taxes.
Accordingly, project earnings (losses) represent a non-GAAP performance measure which may not be comparable to those of other companies.
Management believes that inclusion of production tax credits in project earnings for wind projects is more meaningful for investors as federal and state
subsidies are an integral part of the economics of these projects. The following table reconciles the total project earnings as shown above with income
from continuing operations before income taxes and minority interest under GAAP:

Years Ended December 31,

2006 2005 2004

(in millions)

Project earnings (losses) $ 520 $ 630 $ (958)
Less: Production tax credits (16) 8) (7
Income (loss) from continuing operations before income taxes and minority interest $ 504§ 622 § (965)

Income from energy trading represents the gains recognized from price changes associated with the purchase and sale of contracts for electricity, fuels
and transmission. The overhead cost of energy trading is included in administrative and general expenses.

Income before taxes of Doga represents both EME's 80% ownership interest and the ownership interests of minority interest holders on a calendar year
basis. The interests of minority shareholders in the after-tax earnings of Doga are reflected in a separate line item in the consolidated statements of
income.
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Earnings from Consolidated Operations

1llinois Plants

Operating Revenues

Operating Expenses

Fuel(1)

Gain on sale of emission allowances(2)

Plant operations

Plant operating leases

Depreciation and amortization

Loss on lease termination, asset impairment and other charges
Administrative and general

Total operating expenses

Operating Income (Loss)

Other Income (Expense)

Interest income from note receivable from EME
Interest expense and other

Total other income (expense)

Income (Loss) Before Taxes

Statistics

Generation (in GWh):
Merchant
Power purchase agreement

Total coal-fired generation

Equivalent availability(3)
Capacity factor(4)
Load factor(5)
Forced outage rate(6)
Average realized energy price/MWh(7):
Merchant
Power purchase agreement
Total coal-fired generation(8)
Capacity revenue only (in millions)
Average fuel costs/MWh

€]

(@)

Years Ended December 31,
2006 2005 2004
(in millions)

$ 1,399 $ 1,429 $ 1,058
382 383 408
(16) (56) (26)

369 351 379

75 75 84

101 99 116

4 7 989

19 19 1

934 878 1,951
465 551 (893)

115 113 113
(121) (117) (101)

(6) “ 12
$ 459 $ 547 $ (881)
28,898 30,953 17,133

13,435

28,898 30,953 30,568
L] L] L]
79.3% 79.6% 84.4%

58.8% 63.0% 65.3%

74.1% 79.1% 77.4%

7.9% 7.8% 5.4%

$ 46.19 $ 4555 $ 31.20
$ $ $ 17.60
$ 46.19 $ 4555 $ 25.22
$ 24 $ 27 $ 289
$ 13.19 $ 1240 $ 11.60

The Illinois Plants purchased NOx emission allowances from the Homer City facilities at fair market value. Purchases were $6 million in 2006,

$5 million in 2005 and none in 2004. These purchases are included in fuel costs.
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The Illinois Plants sold excess SO2 emission allowances to the Homer City facilities at fair market value. Sales to the Homer City facilities were

$14 million in 2006, $61 million in 2005 and $26 million in 2004. These sales reduced operating expenses. EME recorded $6 million of intercompany
profit during the first quarter of 2006 that was eliminated by EME in 2005 on emission allowances sold by the Illinois Plants to the Homer City
facilities in the fourth quarter of 2005 but not used by the Homer City facilities until the first quarter of 2006. In addition, EME eliminated $4 million of
intercompany profit during the fourth quarter of 2006 on emission allowances sold but not yet used by the Homer City facilities at December 31, 2006.
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The equivalent availability factor is defined as the number of megawatt-hours the coal plants are available to generate electricity divided by the product
of the capacity of the coal plants (in MW) and the number of hours in the period. Equivalent availability reflects the impact of the unit's inability to
achieve full load, referred to as derating, as well as outages which result in a complete unit shutdown. The coal plants are not available during periods
of planned and unplanned maintenance.

The capacity factor is defined as the actual number of megawatt-hours generated by the coal plants divided by the product of the capacity of the coal
plants (in MW) and the number of hours in the period.

The load factor is determined by dividing capacity factor by the equivalent availability factor.
Midwest Generation refers to unplanned maintenance as a forced outage.

The average realized energy price reflects the average price at which energy is sold into the market including the effects of hedges, real-time and
day-ahead sales and PIM fees and ancillary services. It is determined by dividing (i) operating revenue less unrealized SFAS No. 133 gains (losses) and
other non-energy related revenue by (ii) total generation. Revenue related to capacity sales are excluded from the calculation of average realized energy
price.

The average realized energy price in 2004 represented an average, weighted by generation, of energy prices earned by the merchant coal plants and
energy prices earned under the power purchase agreements with Exelon Generation. Due to the structure of the power purchase agreements with Exelon
Generation (with higher capacity prices and lower energy prices), the composite data in 2004 is not directly comparable to 2005 and 2006 merchant
energy prices.

Earnings from the Illinois Plants decreased $88 million in 2006 compared to 2005, and increased $1.4 billion in 2005 compared to 2004.

The 2006 decrease in earnings was primarily attributable to lower energy revenues resulting from lower generation, a decrease in sales of excess
SO2 emission allowances in 2006, as compared to 2005, due to lower prices for SO2 allowances and higher plant overhaul costs. Partially
offsetting these decreases was an increase in unrealized gains in 2006 related to hedge contracts described below.

Earnings from the Illinois Plants, excluding discrete items discussed below, increased $438 million in 2005 compared to 2004. The 2005

increase in earnings is due to the following factors:

substantially higher energy revenues resulting from increased average realized energy prices;

higher fuel costs in 2004 during the period the Collins Station operated (operations ceased effective September 30, 2004);

an increase in sales of excess SO2 emission allowances in 2005, as compared to 2004, due to higher market prices;

the absence in 2005 as compared to 2004 of a $56 million charge recorded during the fourth quarter of 2004 related to an
estimate of possible future payments under a contract indemnity agreement related to asbestos claims with respect to

activities at the Illinois Plants prior to their acquisition in 1999. See "Liquidity and Capital Resources Contractual
Obligations, Commitments and Contingencies Commercial Commitments Guarantees and Indemnities Indemnities Provided
as Part of the Acquisition of the Illinois Plants"; and

lower plant operating lease costs due to the termination of the Collins Station lease in April 2004.
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Partially offset by:

lower capacity revenues resulting from the expiration of the power purchase agreements with Exelon Generation;

higher plant operation costs due to higher planned maintenance;

higher coal costs attributable to higher coal prices primarily due to price escalation under coal and transportation
agreements; and

higher interest expense primarily attributable to a full year of interest expense in 2005 versus approximately eight months of
interest expense in 2004 related to debt issued in April 2004 by Midwest Generation, which owns or leases the Illinois
Plants.

Discrete items affecting the loss of the Illinois Plants in 2004 include:

$961 million loss in 2004 related to the termination of the Collins Station lease and the return of ownership of the Collins
Station to EME, and the impairment of plant assets and related inventory reserves. Management concluded that the Collins
Station was not economically competitive in the marketplace given generation overcapacity and ceased operations effective
September 30, 2004; and

$29 million loss recorded in 2004 related to the impairment of small peaking units in Illinois.

Included in operating revenues were unrealized gains (losses) of $30 million, $(19) million and $(4) million in 2006, 2005 and 2004,
respectively. Unrealized gains (losses) are primarily due to power contracts that did not qualify for hedge accounting under SFAS No. 133
(sometimes referred to as economic hedges). These energy contracts were entered into to hedge the price risk related to projected sales of power.
During 2005 and 2004, power prices increased, resulting in mark-to-market losses on economic hedges. As economic hedge contracts were
settled in 2006 the previous unrealized losses resulted in unrealized gains. The 2006 unrealized gains also included $8 million of mark-to-market
gains from economic hedges for periods subsequent to December 31, 2006, resulting from a decline in market prices during the fourth quarter of
2006. See "Market Risk Exposures Commodity Price Risk" for more information regarding forward market prices.

The earnings (losses) of the Illinois Plants included interest income of $115 million for the year ended December 31, 2006 and $113 million
for each of the years ended December 31, 2005 and 2004 related to loans to EME. In August 2000, Midwest Generation, which owns or leases
the Illinois Plants, entered into a sale-leaseback transaction of the Powerton-Joliet facilities. The proceeds from the sale of these facilities were
loaned to EME, which also provided a guarantee of the related lease obligations of Midwest Generation. The Powerton-Joliet sale-leaseback is
recorded as an operating lease for accounting purposes. See "Management's Overview; Critical Accounting Policies Critical Accounting
Policies Off-Balance Sheet Financing" for further discussion of these leases.
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Homer City
Years Ended December 31,
2006 2005 2004
(in millions)
Operating Revenues $ 642 § 592§ 497

Operating Expenses

Fuel(1) 283 288 215
Gain on sale of emission allowances(2) (7) 4)
Plant operations 106 112 88
Plant operating leases 102 102 102
Depreciation and amortization 16 16 15
Administrative and general 5 6 3
Total operating expenses 505 520 423
Operating Income 137 72 74

Other Income (Expense)

Interest and other income 20 3 4
Interest expense (1) (D (1
Total other income 19 2 3
Income Before Taxes $ 156 $ 74 $ 77
I L] L]
Statistics
Generation (in GWh) 12,286 13,637 13,292
Equivalent availability(3) 81.9% 85.2% 85.1%
Capacity factor(4) 74.3% 82.4% 80.1%
Load factor(5) 90.7% 96.7% 94.1%
Forced outage rate(6) 13.5% 4.8% 5.3%
Average realized energy price/MWh(7) $ 48.02 $ 45.05 $ 35.93
Capacity revenue only (in millions) $ 16 $ 18 $ 28
Average fuel costsyMWh $ 23.05 $ 21.08 $ 16.15
€))

The Homer City facilities purchased SO2 emission allowances from the Illinois Plants at fair market value. Purchases were $14 million in 2006,
$61 million in 2005 and $26 million in 2004. These purchases are included in fuel costs.

@
The Homer City facilities sold excess NOx emission allowances to the Illinois Plants at fair market value. Sales to the Illinois Plants were $6 million in
2006, $5 million in 2005 and none in 2004. These sales reduced operating expenses. In addition, EME recorded a $1 million intercompany profit during
2006, eliminated in 2005, on emission allowances sold by the Homer City facilities to the Illinois Plants but not used by the Illinois Plants until 2006.

3
The equivalent availability factor is defined as the number of megawatt-hours the coal plants are available to generate electricity divided by the product
of the capacity of the coal plants (in MW) and the number of hours in the period. Equivalent availability reflects the impact of the unit's inability to
achieve full load, referred to as derating, as well as outages which result in a complete unit shutdown. The coal plants are not available during periods
of planned and unplanned maintenance.

“

The capacity factor is defined as the actual number of megawatt-hours generated by the coal plants divided by the product of the capacity of the coal
plants (in MW) and the number of hours in the period.
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The load factor is determined by dividing capacity factor by the equivalent availability factor.
Homer City refers to unplanned maintenance as a forced outage.

The average realized energy price reflects the average price at which energy is sold into the market including the effects of hedges, real-time and
day-ahead sales and PJM fees and ancillary services. It is determined by dividing (i) operating revenue less unrealized SFAS No. 133 gains (losses) and
other non-energy related revenue by (ii) total generation.
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Earnings from Homer City increased $82 million in 2006 compared to 2005 and decreased $3 million in 2005 compared to 2004. The 2006
increase was primarily attributable to the timing of unrealized gains and losses related to hedge contracts discussed below, higher average
realized energy prices and lower prices of SO2 emission allowances. Partially offsetting these increases were lower generation in 2006 due to an
unplanned outage at Unit 3 (net of estimated insurance recoveries) and higher coal prices. Homer City is generally classified as a baseload plant,
which means the amount of generation is largely based on the availability of the plant. Accordingly, the Unit 3 outage reduced the amount of
generation during 2006. Included in fuel costs were $35 million, $81 million and $42 million in 2006, 2005 and 2004, respectively, related to the
net cost of SO2 emission allowances. See "Market Risk Exposures Commodity Price Risk Emission Allowances Price Risk" for more information
regarding the price of SO2 allowances.

The 2005 decrease was primarily attributable to unrealized losses related to hedge contracts, mostly offset by higher energy margin
including the effect of higher wholesale energy prices, higher coal prices, higher priced SO2 emission allowances and higher plant operations
costs. Homer City had higher planned equipment maintenance costs in 2005 compared to 2004 and incurred costs in 2005 related to the
replacement of the catalyst for the pollution control equipment.

Included in operating revenues were unrealized gains (losses) from hedge activities of $35 million, $(41) million and $(13) million in 2006,
2005 and 2004, respectively. Unrealized gains (losses) were primarily attributable to the ineffective portion of forward and futures contracts
which are derivatives that qualify as cash flow hedges under SFAS No. 133. The ineffective portion of hedge contracts at Homer City was
primarily attributable to changes in the difference between energy prices at PIM West Hub (the settlement point under forward contracts) and
the energy prices at the Homer City busbar (the delivery point where power generated by the Homer City facilities is delivered into the
transmission system). At December 31, 2006, unrealized losses of $11 million were recognized from the ineffective portion of cash flow hedges
related to 2007. See "Market Risk Exposures Commodity Price Risk" for more information regarding forward market prices.

The average realized energy price received by Homer City in 2006, 2005 and 2004 was $48.02/MWh, $45.05/MWh and $35.93/MWh,
respectively, compared to the average real-time market price at the Homer City busbar for the same periods of $45.15/MWh, $54.80/MWh and
$40.79/MWh, respectively. Homer City's average realized energy price varies from the average real-time market price due to: (1) hedge
contracts having been entered into in prior periods, and (2) changes in the differential in market prices at the PIM West Hub versus the Homer
City busbar. The increase in the differential is referred to as a widening of the basis between these PJM locations. Homer City hedges its energy
price risk at PJM West Hub and retains the risk that the basis between PJM West Hub and Homer City widens. During 2005, the basis between
these two locations widened substantially resulting in ineffective losses on hedge contracts. See "Market Risk Exposures Commodity Price
Risk Basis Risk."

Homer City Unit 3 Outage

On January 29, 2006, the main power transformer on Unit 3 of the Homer City facilities failed resulting in a suspension of operations at this
unit. Homer City secured a replacement transformer and Unit 3 returned to service on May 5, 2006. Homer City has adjusted its previously
planned outage schedules for Unit 3 and the other Homer City units in order to minimize to the extent practicable overall outage activities for all
units through the first half of 2007. The main transformer failure resulted in claims under Homer City's property and business interruption
insurance policies. At December 31, 2006, Homer City had a $17 million receivable related to these claims. Resolution of the
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claims is subject to a number of uncertainties, including computations of the lost profit during the outage period.
Seasonal Disclosure

Due to higher electric demand resulting from warmer weather during the summer months and cold weather during the winter months,
electric revenues from the Illinois Plants and the Homer City facilities vary substantially on a seasonal basis. In addition, maintenance outages
generally are scheduled during periods of lower projected electric demand (spring and fall) further reducing generation and increasing major
maintenance costs which are recorded as an expense when incurred. Accordingly, earnings from the