BEFORE THE PUBLIC UTILITIES COMMISSION
OF THE STATE OF CALIFORNIA

Order Instituting Investigation on the
Commission’s Own Motion into the
Rates, Operations, Practices, Services 1.12-10-013

and Facilities of Southern California (Filed October 25, 2012)
Edison Company and San Diego Gas
and Electric Company Associated with
the San Onofre Nuclear Generating
Station Units 2 and 3.

And Related Matter A.13-01-016
A.13-03-005
A.13-03-014
A.13-03-013

MOTION OF THE DIVISION OF RATEPAYER ADVOCATES
TO AMEND THE SCOPING MEMO AND FOR SUMMARY DISPOSITION TO
IMMEDIATELY REMOVE SPECIFIED SONGS UNITS 2 AND 3
REVENUE REQUIREMENT FROM RATES

I. INTRODUCTION & SUMMARY OF RECOMMENDATIONS

Pursuant to Rule 11.1 of the Commission’s Rules of Practice and Procedure, the Division
of Ratepayer Advocates (DRA) hereby moves for an order or ruling revising the Scoping Memo
issued on January 28, 2013 for this Order Instituting Investigation (OII). Specifically, DRA
asks that the Scoping Memo be amended to advance for summary disposition the immediate
removal of specific costs associated with the San Onofre Nuclear Generating Station (SONGS).

Currently, the Scoping Memo has scheduled consideration of whether reductions to rate
base are warranted, and whether the utilities’ 2013 revenue requirement should be adjusted to

reflect lower-than-forecast Operations and Maintenance (O&M) expenses and capital
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expenditures to later phases of this OIL.' However, based on evidence already in the record, and
the recent public announcement by Southern California Edison Company (SCE) that it has
permanently shut down both Unit 2 and Unit 3, there is no reason to delay disposition of these
issues and matters regarding the current rate recovery associated with the SONGS revenue
requirement. Therefore, DRA asks that the Commission issue an order or ruling amending the
Scoping Memo, and immediately removing from rates the General Rate Case (GRC) revenue
requirement” and Steam Generator (SG) Replacement revenue requirement’ associated with

SONGS Units 2 and 3 as discussed below.
II. BACKGROUND

The Scoping Memo in this case divided the investigation into four phases. Among other
things, Phase 1 would consider the “nature and effects of the steam generator failures in order to
assess the reasonableness of SCE’s consequential actions and expenditures...”*; Phase 2 would
consider “whether any reductions to SCE’s rate base and SCE’s 2012 revenue requirement are
warranted or required due to the extended SONGS outages;” Phase 3 would consider “causes of
the SG damage and allocation of responsibility;”® and Phase 4 would consider “...whether SCE’s
2013 revenue requirement should be adjusted to reflect lower-than-forecast O&M, Capex, ... and
other SONGS expenditures.”’

Circumstances have changed dramatically since January 2013, when the Scoping Memo
was issued. The Scoping Memo was developed with the expectation that SONGS would
ultimately return to commercial operation. At that time, SCE held out hope that one or both
SONGS Units might restart and return to service. Now, even SCE has abandoned that hope. On
June 7, 2013, SCE publicly announced the permanent shutdown of both SONGS Units 2 and 3.°

' Scoping Memo, p. 4.
* Decision on Test Year 2012 General Rate Case for Southern California Edison Company (2012) D.12-11-051.

* Opinion (on A.02-04-026, Application of SCE for Authorization to Replace Steam Generators) (2005) D.05-12-
040, as modified by D.11-05-035.

* Scoping Memo, p. 3.
> Scoping Memo, p. 4.
% Scoping Memo, p. 4.
7 Scoping Memo, p. 4.

8 Edison International press release, June 7, 2013: http://www.edison.com/pressroom/pr.asp?id=8143 See Letter to
U.S. Nuclear Regulatory Commission, Subject: “Docket Nos. 50-361, 50-362, Certification of Permanent Cessation
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On June 12, 2103, SCE certified through a letter to the United States Nuclear Regulatory
Commission (NRC) that it permanently ceased power operation of the SONGs Units 2 and 3
effective June 7, 2013.°

The annual revenue requirement associated with the SONGS Units 2 and 3 should be
removed from rates immediately as described below. The Scoping Memo should be revised
accordingly and an order or ruling issued to that effect.

III. STATE LAW AND COMMISSION POLICY REQUIRE THE IMMEDIATE
REMOVAL OF SONGS COSTS FROM RATES

When the Assigned Commissioner and Administrative Law Judge (ALJ) issued the
January 28, 2013 Scoping Memo, they invited SCE, San Diego Gas & Electric Company
(SDG&E)' and any other interested party to file briefs ... to develop and expand legal
arguments regarding the scope and timing of the Commission’s authority to order different types
of rate reductions related to the extended outages” at SONGS.'" The Ruling on the Legal
Questions concluded as follows:

1. Pursuant to Pub. Util. Code §455.5, the Commission has
authority to reduce SCE’s and SDG&E'’s electric rates to reflect
the value of any portion of the SONGS facility which has been out
of service for more than nine months and, further, to exclude from

rate recovery any expenses related to that facility, effective
November 1, 2012.

2. Prior to issuing an order pursuant to §455.5, the Commission
must hold a hearing to review, inter alia, the revenue, expenses,
and rate base at SONGS as part of this OII, a designated general
rate proceeding. '

These threshold requirements, as described in the Ruling relating to Section 455.5, have

been met. As of the filing date of this Motion, SONGS Units 2 and 3 have been out of service for

of Power Operations, San Onofre Nuclear Generating Station Units 2 and 3” (executed June 2, 2013), attached as
Appendix A to this Motion.

’1d.
' SCE is the operating agent of SONGS; SDG&E has a 20% ownership portion of SONGS.

' Assigned Commissioner’s and Administrative Law Judge’s Ruling on Legal Questions Set Forth in Scoping
Memo and Ruling (Ruling on Legal Questions), p. 1.

2 Ruling on Legal Questions, pp. 17-18.
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a year and a half."> In May 2013, the Commission held five days of evidentiary hearings to
consider, among other things, evidence provided by SCE of expenses at SONGS in 2012."* In
addition to the Commission’s authority under Public Utilities Code §455.5, it also has the
authority under Public Utilities Code §701 to do all things necessary and convenient to exercise
its regulatory powers.

This is not just a matter of authority granted the Commission. Indeed, the Commission
has a duty under Public Utilities Code §451 to ensure that all utility charges are just and
reasonable. Allowing a non-operational plant to be part of rate base, and charging ratepayers
expenses for non-operational plant is so clearly unreasonable that failure to remove SONGS
costs from rates immediately would be a violation of Section 451.

SCE identified and commented on the current inequity by asserting that it is
inappropriate for customers to pay for both the investment and expenses associated with the
SONGS units and replacement power. During the shareholder/analyst call of June 7, 2013,
Edison International Chief Financial Officer, Executive Vice President and Treasurer William
James Scilacci stated:

And just — so bear in mind here on the principle, so the fact -- you
don’t want a situation where we’re paying — our customers are
paying twice for power and paying for the investment. And so
there’s a current principle, if you’re not — if you shut down a plant,
there’s going to be replacement power. And you have a plant
that’s operating, you just have to make sure you don’t include it in
any kind of projections that there’s some exposure for double
recovery."

During the June 7, 2013 call, SCE said it “...estimate[s] a pretax impairment charge
between $450 million to $650 million to be recorded during the second quarter of 2013.”'°

Therefore, absent removal of the SONGS revenue requirement from customer rates, SCE will be

> SONGS Unit 1 was shut down on November 30, 1992. The matter was addressed by the Commission in D.92-08-
036.

14 See Ex. SCE-4.

' Edison International Shareholder/Analyst Call transcript, June 7, 2013, mimeo at p. 12:
http://seekingalpha.com/article/1487902-edison-international-s-ceo-hosts-san-onofre-nuclear-generating-station-
conference-transcript?part=single. See Appendix B for a copy of the transcript of the call.

'® Edison International Shareholder/Analyst Call transcript, June 7, 2013, Appendix B, mimeo at p. 6:
http://seekingalpha.com/article/1487902-edison-international-s-ceo-hosts-san-onofre-nuclear-generating-station-
conference-transcript?part=single. .

69225632 4



taking a pretax impairment charge for a facility that has ceased power operation but continues to
generate a full rate of return on its investment through its customer rates. To allow this scenario
to continue would be to allow charges that are unjust and unreasonable.

Going forward, the Commission should act now to remove the SONGS Units 2 and 3

revenue requirement from customer rates. These costs are described below.
IV.  SONGS COSTS TO BE REMOVED FROM RATES

With the permanent shutdown of SONGS Units 2 and 3, DRA recommends that the
Commission order the immediate removal of SONGS-related revenue requirements from rates.
As required by the OII, SCE has provided monthly status reports which list, among other things,
costs it is including in the SONGS Units 2 and 3 Outage Memorandum Account.'” These reports
show the monthly amounts being tracked in the memorandum account and the currently
authorized revenue requirement.'® DRA provides below the approximate revenue requirement
that should be removed from rates based on 2012 adopted figures.

A. SONGS REVENUE REQUIREMENT GOING FORWARD TO BE REMOVED FROM

CUSTOMER RATES

SCE’s SONGS-related revenue requirement can be divided into the following primary
segments: the General Rate Case (GRC) revenue requirement'’ and the Steam Generation
Replacement (SGR) Project revenue requirement.”’ The 2012 GRC revenue requirement for
SCE was $498.1 million, and the 2012 SGR revenue requirement was $115.2 million. This is a
total revenue requirement of $613.3 million. This figure is consistent with the figure set forth in
SCE’s SONGS Conference Call presentation.”’ DRA recommends that the Commission direct
SCE to immediately remove from its customers rates the entire GRC revenue requirement except

essential safety and security costs and SGR revenue requirement. Based on the 2012 authorized

"7 Order Instituting Investigation on the Commission’s Own Motion into the Rates, Operations, Practices, Services
and Facilities of Southern California Edison Company and San Diego Gas & Electric Company Associated with the
San Onofre Nuclear Generating Station Units 2 and 3. (2012) 1. 12-10-013, p. 13.

'8 SCE Monthly Report in Compliance with 1.12-10-013, (May 31, 2013), attached as Appendix C to this Motion.
¥ Decision on Test Year 2012 General Rate Case for Southern California Edison Company (2012) D.12-11-051.

0pinion (on A.02-04-026, Application of SCE for Authorization to Replace Steam Generators) (2005) D.05-12-
040, as modified by D.11-05-035.

2! Edison International Shareholder/Analyst Call transcript, June 7, 2013, Appendix B, mimeo at p. 2:
http://seekingalpha.com/article/1487902-edison-international-s-ceo-hosts-san-onofre-nuclear-generating-station-
conference-transcript?part=single.
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amounts, SCE would be required to remove approximately $613.3 million (less safety and
security costs) from rates. The actual annualized figure for 2013 will be slightly higher. There
are also additional costs associated with nuclear fuel carrying costs, replacement power costs,

and seismic studies costs. DRA’s recommendations for each of these are discussed below.

1. GRC REVENUE REQUIREMENT

SCE’s May 31, 2013 Monthly Report shows that the Authorized GRC Revenue
Requirement for 2012 was $498.087 million. The 2013 authorized figure is likely a somewhat
higher amount given the post-test year increases granted to SCE in its Test Year 2012 GRC
Decision (D.12-11-051). At this time, the 2012 authorized figure does not appear to be in
dispute. The Commission should direct SCE to remove the currently adopted and authorized
GRC revenue requirement (except essential safety and security costs) associated with SONGS
from customer’s rates. The currently authorized GRC revenue requirement includes
depreciation, taxes and shareholders’ return on the non-SGR investment in the SONGS Units 2
and 3. It also includes the operation and maintenance (O&M) expenses and other GRC-related
costs associated with the SONGS Units 2 and 3. The Commission should terminate SCE’s
recovery in customer rates of the revenue requirement associated with any GRC base capital
costs and GRC O&M expenses adjusted for essential safety and security costs. Consistent with
the removal of the previously authorized SONGS GRC revenue requirement from rates, SCE
should be directed to make appropriate adjustments to its GRC balancing accounts.

SDG&E’s May 6, 2013 Revision to its Quarterly Report in Compliance with 1.12-10-013
shows an authorized revenue requirement of $185.4 million for 2012 in its SONGS Units 2 and 3
Outage Memorandum Account. SDG&E should be required to make the same adjustment to its
rates as SCE by removing the SONGS revenue requirement less essential safety and security

costs from its customer’s rates.

2. STEAM GENERATOR REPLACEMENT PROJECT REVENUE REQUIREMENT
SCE’s May 31, 2013 Monthly Report shows that the interim Authorized SGR

Revenue Requirement for 2012 was $115.239 million.”* The SGR revenue requirement

represents the authorized depreciation, income taxes, ad valorem taxes and return on the SGRP

2 SCE Monthly Report in Compliance with 1.12-10-013 (May 31, 2013), Appendix C, “Southern California Edison
Company SONGS Units 2 and 3 Outage Memorandum Account, I. 12-10-013, ($000).”
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rate base amount of $464.6 million. Since the failure of the SGR resulted in the permanent
shutdown of SONGS Units 2 and 3, SCE and SDG&E should no longer receive revenue
requirements for the SGR, and the Commission should remove the current SGR revenue
requirement from customer rates. At this juncture, SCE and SDG&E should look to their

insurance carriers and Mitsubishi Heavy Industries for SGRP sunk cost recovery, not ratepayers.

3. NUCLEAR FUEL CARRYING COSTS
Regarding nuclear fuel carrying costs, SCE’s Monthly Report shows $349,000 in nuclear
fuel carrying costs in April 2013.2 With the permanent shutdown of SONGS Units 2 and 3, the

Commission should order SCE and SDG&E to stop recovering nuclear fuel carrying costs.

4. SEISMIC STUDY COSTS

In D.12-05-004, the Commission authorized SCE and SDG&E to recover the costs of
SONGS-related seismic research recommended by the California Energy Commission (CEC).*
According to SCE’s Monthly Report, SCE spent $435,000 on seismic safety in April 2013.7
With the permanent shutdown of SONGS Units 2 and 3, the purpose of the SONGS Units 2 and
3-related seismic studies is no longer valid. SCE has informed the CEC that “[t]he seismic
reliability evaluation of SONGS required by AB 1632 was completed and provided in our

February 2011 Report. Current seismic activities are under review and will likely be

* SCE Monthly Report in Compliance with 1.12-10-013 (May 31, 2013), Appendix C, “Southern California Edison
Company SONGS Units 2 and 3 Outage Memorandum Account, I. 12-10-013, ($000).”

' D.12-05-004, mimeo at 2-3: “In 2006, the California legislature enacted Assembly Bill (AB) 1632 (Blakeslee,
Chapter 722, Statutes of 2006), which was codified as Public Resources Code Section 25303. AB 1632 directed the
California Energy Commission (CEC) to: assess the potential vulnerability of California’s largest baseload power
plants, Diablo Canyon Power Plant (Diablo Canyon) and San Onofre Nuclear Generating Station (SONGS), to a
major disruption due to a major seismic event or plant aging; assess the impacts of such a major disruption on
system reliability, public safety, and the economy; assess the costs and impacts from nuclear waste accumulating at
these plants; evaluate other major issues related to the future role of these plants in the state’s energy portfolio; and
include the assessment in the CEC’s “2008 Integrated Energy Policy Report Update” (2008 Integrated Energy
Policy Report (IEPR) Update). In response to AB 1632, as part of its 2008 IEPR update released in November
2008, the CEC issued the AB 1632 Report.

In response to that report Southern California Edison Company (SCE), in this application, seeks $64
million to continue its seismic research projects in conformity with the recommendations of the CEC. SCE requests
authority to establish balancing accounts and memorandum accounts to record and recover its seismic research
costs.

San Diego Gas & Electric Company (SDG&E), as a minority owner of 20% of San Onofre Nuclear
Generating Station Unit Nos. 2 and 3 (SONGS Units 2 and 3), expects a 20% share of the costs of these activities
will be allocated and billed to SDG&E by SCE pursuant to an agreement between SCE and SDG&E.”

2 SCE Monthly Report in Compliance with 1.12-10-013 (May 31, 2013), Appendix C, “Southern California Edison
Company SONGS Units 2 and 3 Outage Memorandum Account, I. 12-10-013, ($000).”
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terminated.”*® SCE’s SONGS-related seismic studies were not mandated by the CEC or NRC,
therefore, termination of continued seismic studies at SONGS Units 2 and 3 does not violate a
CEC or NRC order or statute. The Commission should direct SCE and SDG&E to immediately
stop additional spending on SONGS Units 2 and 3 seismic safety studies.

5. MARINE MITIGATION COSTS

Regarding marine mitigation costs, SCE’s SONGS-related marine mitigation efforts are
under the jurisdiction of the California Coastal Commission (CCC)”. SCE has informed the
CEC that “[f]low through the intake and discharge conduits will be approximately 25% of that at
full power operations.”® With the permanent shutdown of SONGS Units 2 and 3, the
Commission should direct SCE to petition the CCC for relief or a reduction of its marine

mitigation obligations. SCE’s ratepayers should no longer be responsible for these costs.

B. EFFECTIVE DATE FOR REMOVAL OF COSTS FROM RATES

For the effective date for removal of the SONGS revenue requirement from rates going
forward, DRA recommends the date of the ruling or order on this Motion.

The SCE Test Year (TY) 2012 General Rate Case decision, D.12-11-051, authorized a
SONGS Memorandum Account, effective on January 1, 2012, before the SONGS Unit 2
maintenance outage started on January 9, 2012 and the SONGS Unit 3 forced outage occurred on
January 31, 2012:

Therefore, we authorize SCE to establish a SONGS Memorandum
Account (SONGSMA) effective January 1, 2012, to track for
post-2011:

e 100% of O&M;
e 100% of cost savings from scheduled personnel reductions;

e 100% of maintenance and refueling outage expenses, if
any; and

e 100% of capital expenditures.

%6 “Briefing on San Onofre Nuclear Generating Station, Units 2 and 3, Retirement Plans,” SCE Briefing to the CEC
June 19, 2013, p. 5. See Appendix D to this Motion.

%" California Coastal Commission coastal development permit number 6-81-330. SCE discussed 2012 marine
mitigation costs in Ex. SCE-4, pp. 112-113.

% “Briefing on San Onofre Nuclear Generating Station, Units 2 and 3, Retirement Plans,” SCE Briefing to the CEC
June 19, 2013, p. 6. See Appendix D
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No later than January 30, 2013, SCE shall file an application for a
reasonableness review of the expenses tracked in the SONGSMA.
All expenses disallowed by the reasonableness review will be
refunded to ratepayers. The SONGSMA application will be
consolidated with the SONGS Order Instituting an Investigation
(SONGS OIl), Investigation (I.) 12-10-013, which, inter alia, will
examine the facts and circumstances of the Unit 2 and 3 shutdowns
and SCE’s operational response.”’

The SONGS OII continued the SONGSMA and expanded SCE and SDG&E’s reporting
requirements:

SCE and SDG&E should each establish a memorandum account
for this purpose, called the SONGS Outage Memorandum Account
(SONGS OMA). SONGS OMA should contain subaccounts that
separately identify:

a. existing SONGS fixed costs (e.g., capital costs in rate base);

b. revenue requirements for SONGS rate base costs (e.g.,
depreciation, return, taxes);

c. existing SONGS variable costs (e.g., fuel, operation,
maintenance);

d. existing SONGS seismic safety program costs;

e. SGRP costs;

lmz)

other existing SONGS costs;

outage investigation costs;

P @

replacement generation costs;

—

safety-related program costs implemented pursuant to NRC
findings or orders;

j.  the cost of other energy products or services to provide
reliable electric service during the period of the outage
(including Demand Response programs);

k. the cost of other transmission upgrades or other system
improvements to provide reliable electric service during the
period of the outage (including substation or line related work);

¥ Decision on Test Year 2012 General Rate Case for Southern California Edison Company (2012) D.12-11-051,
mimeo at 30, emphasis added.
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. other repair costs (separately identified as fixed and variable);
m. other routine operational costs;

n. regulatory costs;

o. litigation costs; and

p. any other costs related to SONGS.

The subaccounts should include reasonable and appropriate subdivisions as necessary to
further identify costs and cost categories. The memorandum account should record all costs
incurred beginning January 1, 2012 and thereafter with the exception of the SGRP subaccount.
The SGRP subaccount should track all SGRP costs.””

Given the SONGSMA established in SCE’s TY 2012 GRC by D.12-11-051, and continued
in the SONGS OII, the Commission has the authority to order refunds to ratepayers of the costs
incurred by SCE and SDG&E from January 1, 2012 through the date that the Commission directs
SCE to remove from customer’s rates the revenue requirement associated with SONGS Units 2
and 3. DRA reserves the right to address that issue later.

V. CONCLUSION
For all the foregoing reasons, DRA asks that the Scoping Memo of January 28, 2013 be
amended to remove from rates immediately the GRC revenue requirement and the SGR revenue
requirement associated with SONGS Units 2 and 3, except the sessential safety and security

costs as described above.

301.12-10-013, pp. 10-11, emphasis added.
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June 25, 2013

69225632

Respectfully submitted,

MITCHELL SHAPSON
LAURA TUDISCO

/s/ LAURA TUDISCO
Staff Counsel

Attorney for the Division of Ratepayer
Advocates

California Public Utilities Commission
505 Van Ness Ave.

San Francisco, CA 94102

Phone: (415) 703.2164
ljt@cpuc.ca.gov
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SOUTHERN CALIFORNIA Peter T. Dietrich

E D S @ N ' Senior Vice President 8¢ Chief Nuclear Officer

An EDISON INTEFRNATHON AL * Company

10 CFR 50.82(a){1)(i)

U. 8. Nuclear Regulatory Commission
ATTN: Document Control Desk
Washington, D. C. 20555

Subject: Docket Nos. 50-361 and $0-362
Certification of Permanent Cessation of Power Operations
San Onofre Nuclear Generating Station Units 2 and 3

Dear Sir or Madam:

Pursuant to 10 CFR 50.82 (a) (1) (i), Southern California Edison (SCE) hereby certifies
that it has permanently ceased power operation of the San Onofre Nuclear Generating
Station, Units 2 and 3 effective June 7, 2013.

On that date, SCE publicly announced its decision to permanently shut down both
Unit 2 and Unit 3 and filed its announcement with Securities and Exchange Commission
on Form 8-K, pursuant to the requirements of the Securities Exchange Act of 1934.

There are no new commitments contained in this letter.

If you have any questions regarding this matter, please feel free to contact
Mr. Mark E. Morgan, Licensing Lead, at 949-368-6745.

| declare under penalty of perjury that the foregoing is true and correct.

Executed on ale™ (2, 70173,
(Date) !

Sincerely,

/v

ce:  A.T. Howell lli, Regional Administrator, NRC Region IV
R. Hall, NRC Project Manager, San Onofre Units 2 and 3
B. Benney, NRC Project Manager, San Onofre Units 2 and 3
G. G. Warnick, NRC Senior Resident Inspector, San Onofre Units 2 and 3

PO Box 128
San Clemente, CA 92672
19493 368-6233 PAX 80255
Fax: (949) 508-b183
APPENDIX A

Pete. Dictrich@sce.com
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Angie Storozynski - Macquarie Research

Stephen Byrd - Morgan Stanley, Research Division

Anthony C. Crowdell - Jefferies & Company, Inc., Research Division

Jonathan P. Arnold - Deutsche Bank AG, Research Division

Edison International (EIX) San Onofre Nuclear Generating Station Conference June 7, 2013 8:30 AM ET
Operator

Good morning, my name is Fran, and I'll be your conference operator today. At this time, I'd like to welcome
everyone to the Edison International San Onofre Nuclear Generating System -- Station Teleconference Call.
[Operator Instructions] Today's call is being recorded. I'd now like to turn the call over to Mr. Scott Cunningham,
Vice President of Investor Relations. Thank you, Mr. Cunningham. You may begin your conference.

Scott S. Cunningham

Thank you, Fran, and good morning, everyone. Our principal speakers today will be Chairman and CEO, Ted
Craver; and Chief Financial Officer, Jim Scilacci. Also with us are SCE President, Ron Litzinger; and other
members of the management team. The presentation that accompanies Jim's comments, the 8-K and press
release related to today's decision regarding SONGS are available on our website at www.edisoninvestor.com. In
addition, Ted's prepared remarks will be posted shortly.

During this call, we will make forward-looking statements about the financial outlook for Edison International
and Southern California Edison and about other future events. Actual results could differ materially from current
expectations. Important factors that could cause different results are set forth in our SEC filings. We encourage
you to read these carefully. The presentation includes certain guidance assumptions, as well as reconciliation to
non-GAAP earnings guidance to the nearest GAAP measure. [Operator Instructions]

With that, I'll turn the call over to Ted Craver.
Theodore F. Craver

Thank you, Scott, and good morning. By now | assume you've seen our announcement that we have decided to
no longer seek restart of Unit 2 and Unit 3 of our San Onofre Nuclear Generating Station. The principal reason
for this decision is our assessment that it is unlikely Unit 2 could achieve restart by the end of the year. This is
especially true given the additional uncertainties introduced to the Nuclear Regulatory Commission process by
the recent atomic safety and licensing board ruling. Only after considerable work with outside experts convinced
us it was safe did we submit a restart plan to the NRC last October. When we submitted our plan, it had a clear
cost advantage compared with the alternative of closing the plant and buying power from the market. However,
that cost advantage decays with time, and if Unit 2 can't be restarted by the end of this year, that advantage is
largely lost. Our conclusion is that the current odds of successfully getting through the complex approval
processes by year end have deteriorated to significantly less of than 50%. Rather than continue to spend
approximately $30 million a month to keep the plant ready for restart and prolong the uncertainty surrounding
the plant, we have decided to no longer seek to restart SONGS.

For well over a year, since the tube leak occurred in 1 of the steam generators of Unit 3, we have had 3
objectives regarding our San Onofre Nuclear Generating Station or SONGS as we generally call it. Those
objectives have been safety, reliability of the electric system and fair cost recovery. Safety has been our primary
concern, which is why we spent so much time and effort to understand what caused the tube leak and how we
could mitigate those causes. We engaged in a careful analytical process, which relied heavily on multiple
independent teams of third-party experts and steam generator design and manufacturing coming at the problem
from different angles. Through this work, we concluded that it was safe to restart Unit 2, operating it at 70%

3 0f32 6/17/2013 11:39 AM
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power for an initial period of 5 months. Remember, Unit 2 ran at 100% power for a normal 22-month fuel cycle,
and inspection showed that it had only the smallest signs of tube-to-tube wear in 2 out of the nearly 20,000
tubes. Contrast that with Unit 3, where the tube leak occurred after only 11 months of operation at full power
and which sustained substantial tube-to-tube wear in several hundred tubes.

After concluding it was safe to restart Unit 2 at 70% power, we focused on how best to ensure the reliability of
the Southern California electric system. SONGS plays an important role in grid stability, in part, because of its
sheer size, 1,100 megawatts of capacity for each of its units but even more so, because of its critical location
between San Diego and Los Angeles. The summers when we have our peak load on the system and we have
been doing everything we can to get Unit 2 approved for restart in time for the hot months. All of us would
breathe considerably easier if Unit 2 were operating.

Once we understood the cause of the steam generator tube wear and that we could mitigate it through operating
Unit 2 at reduced power, we had to determine that it was economical to do so. As a regulated utility, we have an
obligation to serve all customers in our service territory. Along with that requirement is an obligation to serve our
customers in a cost-effective manner. We examine the costs of the alternatives to running SONGS, including
closing the plant and simply buying replacement power from the market and shutting the plant and building
replacement generation and transmission lines. The analysis showed that even if Unit 3 never restarted and we
were only able to run Unit 2 at 70% power for the remaining 9 years of the license period, that is after 2022, it
was the least cost alternative. However, every day that SONGS is not running is another day that we incur
replacement power costs and the cost of keeping the plant ready for restart. These readiness costs amount to
about $1 million a day or approximately $30 million a month. Every day of delaying restarting Unit 2 also means
there is one less day of operating this low-cost source of generation. So at some point, with an uptime delay,
there is a crossover point where operating Unit 2 is no longer less costly than the alternatives.

In our first quarter Investor Call, we signaled that this crossover point was around the end of the year. There are
some things we could do to extend that crossover date by cutting cost associated with Unit 3, and in fact, we
have been doing some of that. But at most, it extends the break-even point by months, not by years. In that call,
we stated that if we couldn't see a clear path to Unit 2 restart by the end of the year, we would have to seriously
contemplate closing the plant. In this case, we believe we must be able to represent to our customers, to the
public and to the regulators that we are pursuing the least cost alternative. We also pointed out in our investor
call that without clarity around the restart date or the rate-making treatment for SONGS' cost, our shareholders
were essentially underwriting the regulatory risk of recovery for a growing level of cost at SONGS.

Over the last several weeks, particularly with the results of the May 13 Atomic Safety and Licensing Board
decision, significantly more uncertainty has been introduced about the process and the timing for obtaining
approvals for restarting Unit 2. To actually restart Unit 2, we need to not only get approval from the NRC staff
but also have that approval survive the inevitable legal challenges of stay motions and appeals to the Nuclear
Regulatory Commission and the U.S. Court of Appeals. We need to be able to conclude that the combined effect
of these multiple parts of the approval process still leaves us with a reasonable chance of getting restart
accomplished by the end of the year. We have concluded that it is too improbable that we will get through the
process in time to restart Unit 2 this year. Indeed, it is likely that it will take us well into next year or perhaps
even past that to get to a definitive yes or no. This means that on a risk-adjusted basis, restarting Unit 2 is no
longer the least cost alternative. Therefore, it no longer makes sense for us to seek restart of San Onofre.

With this decision, we will now center our attention on 3 main efforts: one, ensuring system reliability; two,
decommissioning the plant and treating our displaced workers fairly; and three, working with the California
Public Utilities Commission and affected parties to resolve the rate-making aspects of SONGS and receive fair
cost recovery.

We have been working with several government agencies and San Diego Gas & Electric to prepare for the
contingency of SONGS continuing to be out of service this summer. Several of the actions we took last summer
and the ones we are using to prepare for this summer are clearly not ideal longer term. We know that if a
combination of events occur at the same time, we could have reliability problems. An example might be if we
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had a multi-day heatwave, coupled with wildfires taking down a major transmission line or losing a gas-fired
generation plant in the L.A. basin. As of several weeks ago, we knew we were facing this risk when it became
clear SONGS was not going to be approved to restart this summer. We are anxious to start working with the
California Independent system Operator and the California Public Utilities Commission on the longer-term
solutions to ensure reliability for our customers. It is not simply a question of SONGS versus no SONGS, rather it
is a question of running SONGS or building new generation and transmission to replace SONGS.

We also need to immediately start the work to reduce the cost at San Onofre. This will have a very human face
to it as we have around 1,500 employees at the plant today, which will be reduced to around 400 within a year.
This is after having already reduced about 730 employees in the last year. We will also start the very different
work with the NRC and others to decommission SONGS Unit 2 and unit 3. We have a decommissioning trust that
has been well managed over the years of operating the plant and is well funded, which is good because
decommissioning will take many years to complete.

Announcing that we are no longer seeking restart of SONGS is clearly not the decision I wanted to have to make.
San Onofre Nuclear Generating Station has been a major generating resource and critical to grid stability in
California for over 40 years. During its tenure, it has provided good paying jobs for thousands of workers and
contributed substantial taxes and economic stimulus to the communities we serve. But it is a decision that had to
be made under the circumstances. Having made this decision, we have a great deal of work to do to implement
it. We want to start working with all stakeholders. That means customers, state regulators and policymakers, our
communities, employees and the NRC to complete this job as efficiently and professionally as possible.

[ know many investors want to dig into the financial implications of this decision, so I'm going to turn it over to
our CFO, Jim Scilacci, to take you through those considerations.

William James Scilacci

Thanks, Ted. For my part of today's presentation, I'm going to take you through 4 primary topics. First, I'll
provide an overview of all the numbers associated with San Onofre as of March 31, 2013. Next, I'll provide color
on the impairment charge that we announced earlier today and the accounting guidance associated with this
action. Then, I'll do an update on San Onofre nuclear decommissioning costs and the status of our investment
trust. And I'll finish with an update on our 2013 earnings guidance.

Turning to Page 2 in the presentation. This is the same page from our business update, and all the numbers are as
of March 31, 2013. We will update these numbers for our second quarter earnings release set for early August.
The key numbers you should focus on are the $1.2 billion in rate base as it relates to our guidance that I will
cover later in the presentation and the $2.1 billion net investment in San Onofe as it relates to the impairment
charge. We have provided the breakdown of our net investment in San Onofre on this page for your reference.
As shown at the bottom of the page, the differences between our net investment of $2.1 billion and a $1.2 billion
of rate base are nuclear fuel, construction work in progress and deferred taxes. Total rate base for San Onofre is
about 5% of our 1 point -- excuse me, our 21.8 billion weighted average rate base we used for our 2013 earnings
guidance. Later in my presentation, I will discuss the impact on 2013 earnings guidance of the SONGS shutdown
decision.

Turning to Page 3. The accounting for San Onofte is complicated, and the purpose of this page is to summarize
our approach. The first point is that we will reclassify SONGS from plant to a regulatory asset to the extent
management considers it probable that such costs are recoverable through future rates. The second point is that
precedent has generally provided for cost recovery of the remaining net investment for early retired assets
previously placed in service and related materials, supplies and fuel. However, the precedent varies whether a
full, partial or no rate of return is allowed on the investment on such assets. Because precedent has varied, we
were not able to conclude for accounting purposes what, if any, return on rate base would be allowed for the net
investment or allowance for funds used during construction or FUDC on construction work in progress from the
date of our decision to retire the units until such time there is regulatory certainty. I'll address this further when I
discuss earnings guidance.
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The third point is that the CPUC order instituting investigation or OII process will continue to determine final
recovery together with whether to refund prior amounts to customers. And following that, we will aggressively
pursue recoveries from both, MHI and NEIL. GAAP accounting does not allow us to record these expected
recoveries at this time.

Turning to Page 4, as you are aware, all San Onofre issues to be considered by the CPUC have been consolidated
into one proceeding under the San Onofre OIl. As a result, in assessing whether to record regulatory assets or
liabilities for refunds, SCE considered the interrelationship of recovery of costs and refunds to customers as a
single unit of account for accounting purposes. In making our accounting determination, we reviewed the net
investment in San Onofre, authorized revenues collected subject to refund and estimated substitute market
power costs. We have outlined those costs on Page 4. We have also included different time frames of cost
associated with the 455.5 process, which we roughly estimated at November 1 for this purpose. Moreover, we
continue to believe that the actions we have taken and the costs we have incurred in connection with San
Onofre's steam generators and outages have been prudent.

Based on this review, we estimate a pretax impairment charge between $450 million to $650 million to be
recorded during the second quarter of 2013. The after-tax amounts range between $300 million to $425 million.
The impairment charge considers the exposure for recovery of the net investment in San Onofre and potential
refunds to customers. Although, we will record regulatory assets that we believe are probable of recovery. Such
conclusion is a matter of management judgment. We have to apply what we believe to be relevant regulatory
principles to the issues under review in the OII proceeding and in accordance with GAAP. Such judgment is
subject to uncertainty and regulatory principles, and precedents are not necessarily binding and are capable of
interpretation. No decisions have been rendered, and the OII proceeding regarding recoverability of cost from
future rates or refunds of amounts to customers and the current proceedings are either in their early phases or
not yet scheduled.

The CPUC may or may not agree with us. After review of all the facts and circumstances, we may abdicate
positions, which we believe are supported by the relevant precedent and regulatory principles that are more
favorable to us than the charges we have recorded in accordance with GAAP. Accordingly, there can be changes
in the amounts we have recorded, higher or lower, based on the outcome of the CPUC OII or other
developments. From a tax standpoint, recognition of the shutdown in San Onofre is complicated for the time
frame for recording the shutdown on our federal tax return is unlikely to occur until the outcomes of contractual
matters are known. Furthermore, in light of our consolidated net operating losses, we do not expect to realize
cash tax benefits for some time.

Let me now cover the status of nuclear decommissioning trust. Please turn to Page 5 of the presentation. In
previous disclosures, the numbers provided for nuclear decommissioning were a combination of costs and
investment balances for both San Onofre and our 15.8% interest in Palo Verde. With the decision to shut San
Onofre, we have decided to break out specific costs and investment balances. By way of background, funding
for nuclear decommissioning is not included in traditional general rate case proceedings. It has its own separate
proceeding, which is conducted every 3 years. As the chart indicates, the current nuclear decommissioning
funding is approximately $23 million a year. Contributions used to be much higher, but over time, we have
gradually reduced them based upon updated decommissioning cost studies and investment performance.

In the current perennial proceeding, we are seeking an increase in our decommissioning contributions to $39
million a year in order to achieve our goal of being fully funded by the start of decommissioning in 2022. The
key thing to focus on is that as of March 31, 2013, the market value of planned assets totaled just over $3 billion.
Decommissioning trusts are taxable, so focus on the after-tax value or $2.7 billion.

The current plan for decommissioning in San Onofre will last in excess of 40 years. Moreover, the estimated
timing and cost escalation for labor, materials and burial greatly affect decommissioning costs. Based on our
most recent estimate, the approximate value of the net future cost to decommission San Onofre is approximately
$3 billion. The funded ratio is derived by dividing the after-tax trust balance by the estimated decommissioning
cost. As you can see, the ratio is currently 90%. To emphasize the point, our funding strategy is to be 100%
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funded by the initiation of the decommissioning activities. Therefore, the investment returns and annual
contributions work together to achieve 100% funded status. Of course, investment returns can cause us to
exceed or fall below a fully-funded position. With the early shutdown of SONGS, we will be evaluating the
feasibility of accelerating the decommissioning of the plant. One important factor to note is that many of our
workers at SONGS have experienced with decommissioning nuclear facilities having previously decommissioned
San Onofre Unit 1.

Turning to Page 6 of the presentation. During our second quarter earnings call, we expect to update our capital
spending forecast through 2017 to reflect the 2015 General Rate Case Notice of Intent we plan to file in July. We
also updated the forecast to reflect the shutdown of San Onofre. As a rough order of magnitude, capital
expenditures at San Onofre averaged about $100 million a year.

Turning to Page 7. We expect to do the same update of our rate base forecast during our second quarter earnings
call. We continue to expect rate base growth in the 6% to 8% range through the next General Rate Case cycle.

Turning to Page 8, we show an updated 2013 earnings guidance. We continue to believe the simplified earnings
model as an appropriate starting point for modeling core earnings, so we've continued that approach here. As of
today, we will remove the San Onofre portion or $1.2 billion from rate base for the balance of the year. We have
taken the conservative view of not recognizing any return even on debt return due to the very precedent and
pending final regulatory treatment to be determined through the OIl process. For the 7 remaining months, this
amounts to a $0.15 per share reduction in guidance. We have also assumed no additional return on SONGS-
related CWIP pending the outcome of the OIL This results in a reduction of $0.03 per share for the balance of
2013. We also expect to incur various other transition-related costs of $0.02 per share reducing the midpoint of
the core guidance range by $0.20 per share in total.

We believe that we are taking a prudent and conservative approach by removing the full rate base for San
Omnofre and eliminating the entire return on the investment. This approach will continue until we've obtained
regulatory clarity. And regulatory proceedings, we would obviously seek to improve upon this position. I would
also like to note that we expect our share of severance costs related to plant personnel to be in the range of $70
million to $80 million, which we believe is probable of recovery through the OII process. We have continued our
$0.10 range above and below the midpoint for an updated core guidance of $3.25 to $3.45 per share. We have
also updated our guidance for the noncore impairment charge range. All other guidance assumptions remain
unchanged. For modeling eamings beyond 2013, a full year reduction of rate base of $1.2 billion for SONGS
would be appropriate. Finally, we continue to have no plans for common equity, including today's actions.

Okay, thank you, and I'll turn it over to the operator for questions and answers.
Question-and-Answer Session

Operator

[Operator Instructions] Our first, from Dan Eggers, Credit Suisse,

Dan Eggers - Crédit Suisse AG, Research Division

Just on the sequencing of events kind of here forward, can you talk a little bit about as you guys perceive with
the process with the OII from here and kind of what rate of progression is realistic to expect based on past
precedent or maybe some preliminary conversations? And with, outstanding issues with NEIL and Mitsubishi,
can you really work to resolution on OII until you know what the money paid into these other partners is going
to be?

William James Scilacci

Okay, Dan, we'll do there. That's a multi-part question. And I think on the MHI and the NEIL, we just don't have
dates to tell you for that. We're submitting information, going through the process, and that will take some time.
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The OIl1 process really sets the pace and the standard for where we go going forward. We're in Phase 1 of 4. And
I'll pause there and look over to Ron Litzinger, if you want to add anything more because we're right in the
middle or nearing the end of the first phase, which really only to do with 2012 costs. Phase 2 and Phase 3 haven't
even been scheduled yet. I'll pause here and look at Ron.

Ronald L. Litzinger

That's right, Jim. They're wrapping up Phase 1 right now, which just looks at the 2012 rates collected subject to
refund. The third phase, which focuses on the reasonableness of the steam generator project and then the future
viability of SONGS, clearly this decision will have some impacts there. But that's not scheduled yet, and it would
be tough for us to speculate on it.

Dan Eggers - Crédit Suisse AG, Research Division

So just -- among those lines, Ron, if you think about timing here on 3 and 4, if you guys were to even
prognosticate, does this get to resolution and -- by mid '14, late '14 or some period beyond that?

Ronald L. Litzinger

[t's really hard to judge, Dan. We just really can't speculate on that.
Operator

Our next request now is from Hugh Wynne with Sanford Bemstein.
Hugh Wynne - Sanford C. Bernstein & Co., LLC., Research Division

I have a question regarding Slide 4 where you developed the estimated impairment range of $450 million to $650
million. How does that relate to the other numbers on this chart? Or put another way, what's in the $450 million
to $550 million (sic) [$450 million to $650 million] impairment and what is not?

William James Scilacci

That's a very good question. We've developed this chart, and if you read the comments carefully, there are 3
categories of cost. There's the SONGS net investment, the total authorized revenue. That's really the base rates
going back to January 1, 2012. Hugh, remember those are subject to refund as part of the OII process. So base
rate's, just for clarity, that's the O&M, the depreciation and the return on plus taxes. And we broke it out in 2
different categories here since January 1, 2012, and we added November 1, and really that's a line of
demarcation if that's the end of the 9-month period and initiation of 455.5 process date. And then the third
category, there's net market costs. So those are the replacement power of energy and capacity and related, and
that's been added since we had the $444 million through the end of March, and now we have a additional
amount for -- estimated for April and May. So you need to think about it as 3 different categories. And we took
an impairment charge of $450 million to $650 million because uitimately we have to go through a series of
processes to figure out ultimately what we will be able to recover. And so our net investment going back to it was
$2.1 billion, and we're establishing a regulatory asset. And that regulatory asset reflects a fact of how we view
our ability to recover the dollars. And again, we believe that all actions have been prudent, but we felt, overall,
we have some exposure here. So think of it as 3 different categories. We'll go through the process with the
commission, and we'll be able to determine through final decisions what the ultimate recovery is. And remember,
too, we're bound by GAAP here, and GAAP will cause us to be certainly more conservative in terms of how we
view our things because you have to have a standard of probability for GAAP. And it's a very hard standard, and
that really kind of shaped our -- some of our thinking in terms of how we came up with this number. So I'll pause
here and look at my colleagues if they'd like to add anything else. And I'll let you clarify, Hugh, if you have
additional questions.

Hugh Wynne - Sanford C, Bernstein & Co., LL.C., Research Division
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I appreciate it. So the regulatory asset, | assume, is -- I guess this is what I'm trying to understand. The $450
million to $650 million impairment reflects the difference between the $2.1 billion investment and your estimate
of the regulatory asset or does it simply reflect some portion of the past costs on Page 4 that you believe are
unrecoverable?

William James Scilacci

Yes, so the -- we've reduced the net investment by the impairment. So -- but think of it as a single unit of account
here for accounting purposes, and that's why you have these 3 categories. And so as you go through the process,
we don't know ultimately what's going to occur, and so we have to think about this as 3 separate buckets all in 1
unit of account. And that's what's reflected here.

Hugh Wynne - Sanford C. Bernstein & Co., LLC., Research Division

Okay. So just because you've written the investment down by $450 million to $650 million, does not mean that
these other revenues are sure to be collected or rather sure to be yours as opposed to refunded. Those are still at
risk and could lead to a higher impairment.

William James Scilacci

Yes. Well, within this, this is our judgment of the range. And yes, it's you have to think about it all as 1 bucket of
costs, and we got 3 categories to reflect that. So there is risk. Now there's strong precedent. As we said on our
script, just to go over again, the $2.1 billion of the remaining net investment, there's strong precedent from prior
decisions to recover the investment. Other concern here is the return on the investment, and there's a range of
different precedent associated with that. Some, you get a full return. Some, you get no return. And so we're
trying to reflect that the fact that here are the dollars. Here's what's been recovered to date and the replacement
power assumptions, and so there's a level of risk here that we're identifying. And it's all as one bucket of costs.

Hugh Wynne - Sanford C. Bernstein & Co., LLC., Research Division

And I guess the -- just the last point to clarify on this cost issue for me is the guidance going forward. It seems to
me that the basic assumption underpinning your guidance is that revenues will be sufficient to recover the
remaining investment balance after the writeoff, but you're simply assuming no return on that investment
balances. Is that right?

William James Scilacci

That's correct.

Operator

Qur next now is from Michael Lapides, Goldman Sachs.

Michael J. Lapides - Goldman Sachs Group Inc., Research Division

Two questions. One, Jim, can you talk a little bit about things that could drive future write-downs or the
alternative where you could potentially be taking a gain somehow regarding this down the road, meaning -- and
just kind of stay high level in drivers? And then the second, given the write-down you're taking right now, it
would seem that you're creating a bit of an equity hole at the utility. How does that keep you from not needing to
issue equity?

William James Scilacei

Let me -- I'll do it in reverse order here. And I said in my prepared comments that we have no plans for equity.
There's different things that we could do to manage our overall capital structure, and so we stick by our
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statement that we just don't see any need. In terms of what can drive it, did you want to follow up on that,
Michael?

Michael J. Lapides - Goldman Sachs Group Inc., Research Division
No, go right ahead, please.
William James Scilacci

Right. In terms of what can drive it up or down in terms of the level of the impairment, that's going to be a
regulatory process. And I can't say it in any other way. So they're going to go through and review these costs, and
the underlying assumption here is prudency, too. Now we belicve our actions in the past and what we've done
around the replacement steam generator project was prudent. If they determine otherwise, that could cause some
additional exposure here.

Michael J. Lapides - Goldman Sachs Group Inc., Research Division

Okay. A follow-up, | remember reading detail regarding some of the precedent, meaning I think around either
Palo Verde 1 or around -- I mean, either regarding Palo Verde or around SONGS 1. Just curious in terms of time
frame. Like at what point do you expect to get certainty regarding the kind of the regulatory treatment of both
the investment and the market power cost? And at what point do you expect to get resolution with Mitsubishi?
And do you see the Mitsubishi process taking a arbitration- or a litigation-related path?

William James Scilacci

The -- I think we already answered a part of that on MHI. The path is really uncertain. We don't have any clear
dates that we can provide to you. I'll let others comments on in a second. The time frame really is bound up
under the OlI process. And we're in Phase 1. We're getting near the end of that phase. And the subsequent
phases haven't been scheduled, but I would expect that roughly that we'd get through at least the first 3 phases
maybe through the end of next year. But that's just a rough estimate on my part. We still haven't -- the PUC has
not set a schedule for the subsequent phases as of just yet.

Operator
Our next request, from Steve Flashman, Wolfe Research.
Steven L. Fleishman - Wolfe Research, LL.C

Just a couple of questions. First to clarify on the equity. Obviously, this does reduce the equity ratio at So Cal
Edison, so can you more specifically say how you will bring back the equity ratio at So Cal Edison to what's
allowed?

William James Scilacci

I think I said already that we have no plans for equity. And as we go through and manage the capital structure,
there are things we can do. And we have excess equity sitting there now if you look at our ratios at the end of
the first quarter, and then we just manage around it. And we can issue some short-term debt at the utility, and
we're able to manage that accordingly because we just don't see over time that we actually have a need for
equity. And the worst thing you'd want us to do is issue equity and repurchase it back. And just -- I think that's
just a waste. And remember, Steve, we're managing it over a 13-month weighted average period, so it's not a
stock period that you're needing to be at the 48%. You can manage around that.

Steven L. Fleishman - Wolfe Research, LL.C

Okay. Another question on the earnings power impact that you showed. So it looked like between the lost return
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on the plant and CWIP, it was about $0.18, $0.15 plus $0.03 for 7 months. And [ have been getting about $0.22
on a full year basis just removing it from any kind of equity return. So it seems bigger than we thought. Is just
that you're also assuming that there's no recovery of debt or preferred, so you have that debt or preferred
expense but no recovery of at all offline

[ph] ?
William James Scilacci

Yes, that's correct. We took the conservative assumption that there'd be no return at all on either equity debt or
preferred.

Steven L. Fleishman - Wolfe Research, LL.C

Okay. And then one last question, just how -- is there any -- not to tie this in too much, but just is there anything
in your agreements on Edison Mission related to the SONGS and further write-offs because it does seem to
further kind of push out any period when you'll be attached there?

William James Scilacci

Yes. I can't speculate that -- on that, Steve. Obviously, we have a settlement agreement that's still in place, and
that will develop over time.

Operator
Angie Storozynski, Macquarie.
Angie Storozynski - Macquarie Research

Most of my questions have just been asked, but when I look at your earnings power beyond 2013, you suggested
to remove the $1.2 billion of the rate base int our estimates. How about the CWIP and the nuclear fuel costs?
Shouldn't that be also removed from our projections?

William James Scilacci

Angie, this is Jim. What we were leaning towards that over time as you get out to be on the rate case initial, this
current rate case period, the '12, '13, '14, you're looking at the '15 to the next rate case cycle that we think the
more appropriate way to do it is just use the $1.2 billion reduction. CWIP can go up and down and whatnot, and
it will get all blended to all the other numbers. So we think the simplified model is a better way to approach it.

Angie Storozynski - Macquarie Research

Okay. Now with this decision to retire the plant, can you actually talk me through what's happening with the
replacement power costs and their treatment on your balance sheet and the P&L?

William James Scilacci

Currently and as of the end of March, we had $444 million of market power that we've purchased for our
customers, and there's some additional numbers you can see on the prior charts. And we believe our actions were
prudent around San Onofre, so we're carrying those as a regulatory asset on the books. And we would look to do
that going forward.

Angie Storozynski - Macquarie Research

Okay. Now I mean, we're about to enter -- well, we haven't in the summer, and those costs are going to be going
pretty quickly. Now is -- I mean, from our perspective, that would be the biggest risk, right, the recovery of the --
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of those replacement power costs? And as the amount grows, I mean, the uncertainty grows. Now are you
attempting to at least reach some sort of settlement besides recovery of those costs and recovery of your
investment on SONGS? I mean because it seems like as the amount grows that the -- that as [ mentioned, the
uncertainty grows.

William James Scilacci

Angie, [ can't speculate. We have the OII process, and for all intents and purposes, unless we're able to achieve
something outside of that, that's the process we will use. And just -- so bear in mind here on the principle, so the
fact -- you don't want a situation where we're paying -- our customers are paying twice for power and paying for
the investment. And so there's a current [ph] principle, if you're not -- if you shut down a plant, there's going to
be replacement power. And you have a plant that's operating, you just have to make sure you don't include it in
any kind of projections that there's some exposure for double recovery.

Angie Storozynski - Macquarie Research

Okay. So basically, you're saying as the replacement power cost is collected, we shouldn't be assuming any ability
to return -- to earn any return on the asset?

William James Scilacci

Correct. Under the accounting principles, that's correct. Now we may abdicate for something else in the
regulatory proceedings, but for financial -- for GAAP purposes and for guidance purposes, we're not going to
include a return on the investment in SONGS.

Operator
Our next request is from Rajeev Lalwani, Morgan Stanley.
Stephen Byrd - Morgan Stanley, Research Division

It's Stephen Byrd. Most of our questions have been answered. Just wanted to turn over to planning for reliability
from here. Could you talk a little bit further about what we should be thinking about in the future in terms of a
process to determine what needs to happen in terms of transmission upgrade, new plant build, et cetera, to
ensure the reliability in California?

Ronald L. Litzinger

Steve, this is Ron. We go through a long-term procurement planning. We work with the PUC, the Energy
Commission and the CAISO. We were already addressing the potential for coastal power plants being shut down
for water quality requirements or the ones through cooling issues. This will add another increment to deal with as
we go through those plans. We will need to add replacement generation over time for both the ones through
cooling plants and San Onofre, and that work will begin in earnest now that we've eliminated the uncertainty of
whether SONGS is around or not. And then depending on where that generation is located, here inside the Los
Angeles basin or outside, will determine whether additional transmission lines are required. We are anxious to get
that started right away given the permitting time frames, both for new generation and for new transmission.

Stephen Byrd - Morgan Stanley, Research Division

Okay, great. And just following up on that, if most of the generation is, in fact, in the basin, would it be fair to
say there would not be much incremental transmission that will be needed? Or in any event, as you look at it, is it
likely transmission has to be a material part of the solution?

Ronald L. Litzinger
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Current projections are if we can get all of the generation inside the basin and near the coast, in essence,
repowering the existing facilities. The amount of transmission is fairly small, but once you start getting away
from the coast and outside the basin, the potential for transmission goes up very quickly.

Stephen Byrd - Morgan Stanley, Research Division

Understood. And I guess, you'll find that more as you go through the process. But the prospects of citing plants
on the coast, what do you -- how do you generally look at that?

Ronald L. Litzinger

I think repowering sites along the coast is a reasonable thing to assume, comes down to how many air quality
credits are available, and initial reviews indicates that it is solvable with an all-generation option at this point.

Theodore F. Craver

Steve, this is Ted Craver I want to just add a little bit in here. The last couple of days, I've been able on the phone
with the Governor, as well as President Peevey. There's a big focus on the part of the state, all of us really, to
Jjump on this quickly and make sure that we're everything possible to ensure that we've got good system
reliability. So I think you'll see some announcements later on here today driven by the PUC that they want to
convene a group, including San Diego Gas & Electric and ourselves, all of the state agencies, so the Cal I1SO,
CEC, PUC, perhaps even Air Quality Management District, to all get together and really work this with a sense
of urgency. So I think this is going to be a very important element. Obviously, we have a big responsibility, a big
shared responsibility with all these groups to get after this. And I think there's good focus on it by the Governor,
by the PUC and others.

Operator
Our next request is from Anthony Crowdell, Jefferies.
Anthony C. Crowdell - Jefferies & Company, Inc., Research Division

[ just wanted some clarity. I think you mentioned earlier that there was roughly about $2.1 billion, I believe, of
net plant investment. I just wondered if that include purchase power and O&M associated with the facility since
it's been out. Or is that in separate buckets?

William James Scilacci

Separate buckets. If go to Page 2 on the deck -- and this is Jim Scilacci -- it shows the investment of $2.1 billion.
[t builds it up. And if you go to Page 4 of the deck, that $2.1 billion is at the top of the page where it says total
SONGS net investment. Then, it breaks it down in the other categories, which we're calling authorized revenues,
which is the base rates, base rates or O&M depreciation return on and taxes. And that third category is what we
call net market cost. That's our replacement power for SONGS, and you can see the totals there.

Anthony C. Crowdell - Jefferies & Company, Inc., Research Division

I apologize. I'm just -- I'm not online. I don't have the deck in front of me. So you're saying, it's $2.1 billion, that
includes [indiscernible] . Separately, you have the purchase power and O&M, so what's the total number?

William James Scilacci

Okay. So I realize it. I didn't know you didn't have the deck. So if you go to -- when you have a chance to take a
look at it, it's $2.1 billion for the net investment. The authorized revenue is all the way back to January 1, 2012,
for 3813 million. And the net market costs, all the way back to January 1, are $529 million. Those are the 3
buckets of costs that we were talking about in total. And that's the single, when I was referring to, there's the
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single unit of account. Those are the 3 categories for accounting purposes that we've identified, and the
impairment is related to all 3.

Anthony C. Crowdell - Jefferies & Company, Inc., Research Division
And any O&M is part of the purchase power one or the authorized revenue?
William James Scilacci

Authorized revenue.

Anthony C. Crowdell - Jefferies & Company, Inc., Research Division

Okay. And just separately, last question, I know there's some investigation, OII investigations. Do you know if
the -- if they released those to the public, so those become public? Or are they already public? Like what's
typically the process that happened to them?

Theodore F. Craver

The NRC investigations?

Anthony C. Crowdell - Jefferies & Company, Inc., Research Division
Yes.

Theodore F. Craver

Anthony, are you asking about the CPUC or the NRC? Just...

Anthony C. Crowdell - Jefferies & Company, Inc., Research Division
Probably more the NRC, I apologize.

Peter T. Dietrich

The -- Tony, this is Pete Dietrich, the Chief Nuclear Officer. Traditionally, the outcomes will become public at
some point, but the specifics of the investigation do not.

William James Scilacci

Before we get to the next question, Angie, I think [ want to clarify on the purchase power just so we're clear.
And once you have a chance to read our 8-K, there's additional good information in here. So I'm just going to
read from the 8-K on the principles regarding recovery of purchase power. So once the units are removed from
rate base, under normal principles of cost of service rate making and relevant statutory provisions, SCE should
absent and in prudence recover the costs it incurs to purchase power that might otherwise have been produced
by San Onofre. That what I was attempting to get at, and I think I garbled it, so I wanted to clarify.

Operator
Jonathan Amold, Deutsche Bank.
Jonathan P. Arnold - Deutsche Bank AG, Research Division

Just sorry to revisit this on the ongoing guidance. Jim, so as I understand it, what -- as you look beyond 2013,
would we be grossing up the $0.15 and the $0.03 for a full year? Or is the $0.03 sort of a -- you said that'sa
number that's just going to jump around.
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William James Scilacci

Yes, I think what we're saying is that for the longer term, just take the $1.2 billion out on the return on common
equity.

Jonathan P. Arnold - Deutsche Bank AG, Research Division

So okay. So -- but I mean, you're obviously -- you're putting out an assumption that you -- that there's no return
on the rest of the capital structure either in '13. Are you -- absent some resolution, how would you guide '14?

William James Scilacci

Yes, well, what we're thinking is we haven't put out guidance for '14, but you understand, too, that we have cost
reductions that we will realize in '14. And we've already indicated some in '13, so those will roll forward in '14.
So that will get in blended into some of the offsets, the puts and takes that occur. So we're irying to suggest that
use the $1.2 billion as -- and the return on common equity elimination as the reference point for earnings going
forward.

Jonathan P. Arnold - Deutsche Bank AG, Research Division

So that $0.20 kind of drag versus what it would otherwise have been as net of all these offsets is rather the right
number for '14 and beyond?

William James Scilacci

Correct, correct.

Operator

Our last question at this time from Michael Lapides, Goldman Sachs.
Michael J. Lapides - Goldman Sachs Group Inc., Research Division

Sorry for the repeat. Ted, how does all of this make you think through both size, scale and timing for changes
near term and long term to your dividend?

Theodore F. Craver

I actually think that we're still in the same bracket that we were before. We've chosen those words extremely
carefully that we see additional CapEx, annual CapEx being around the levels that we have now for several
years forward. But because the base of our earing assets or the size of the rate base has grown so significantly,
this means that we'll end up having continual additions and growth to rate base, but it will be growing at a
decreasing rate. And that produces quite a bit of cash and that we expect to be able to dedicate that cash to
meeting all of our equity needs and to also to be able to increase the dividend rate at a rate faster than our
earnings growth rate. And that will restore our dividend payout ratio to our target range of 45% to 55%. We've
been very careful to use the words in steps over time. But [ don't see any change to the direction. I don't see any
change to that basic strategy. And it's also why we've never wanted to commit to a specific time frame when we
would get there.

Michael J. Lapides - Goldman Sachs Group Inc., Research Division

How do you inject the uncertainty around potential disallowances or imprudence ruling on either things like fuel
and purchase power replacement cost for SONGS or potential future write-downs that are SONGS related that
would negatively impact the equity ratio on the utility balance sheet?

Theodore F. Craver
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Well, again, [ think we've discussed that here this morning. There's elements of the accounting here that because
you have a very high threshold of probability that you have to be conservative around. But we're going to be
advocating for significantly more than that. But we have to make the accounting decisions in accordance with
GAAP. So as we look forward, [ don't think we anticipate that we're going to have additional write-downs or
writeoffs that are going to put pressure on our basic strategy of returning our dividend rate to the targeted payout
ratio of 45% to 55%.

Operator
And that was our last question. I now would like to turn the call back to Mr. Cunningham.
Scott S. Cunningham

Thanks very much, Fran. Thank you all for joining us today. And for follow-up questions, media representatives
should contact media relations at (626) 302-2255. Investors and analysts, please feel free to contact Felicia
Williams or myself. Thanks very much. Bye-bye.

Operator
Conference has now concluded. Thank you for your participation. All lines may please disconnect.

Copyright policy: All transcripts on this site are the copyright of Seeking Alpha. However, we view them as an
important resource for bloggers and journalists, and are excited to contribute to the democratization of financial
information on the Internet. (Until now investors have had to pay thousands of dollars in subscription fees for
transcripts.) So our reproduction policy is as follows: You may quote up to 400 words of any transcript on the
condition that you attribute the transcript to Seeking Alpha and cither link to the original transcript or to
www.SeekingAlpha.com. All other use is prohibited.

THE INFORMATION CONTAINED HERE IS A TEXTUAL REPRESENTATION OF THE APPLICABLE
COMPANY'S CONFERENCE CALL, CONFERENCE PRESENTATION OR OTHER AUDIO
PRESENTATION, AND WHILE EFFORTS ARE MADE TO PROVIDE AN ACCURATE TRANSCRIPTION,
THERE MAY BE MATERIAL ERRORS, OMISSIONS, OR INACCURACIES IN THE REPORTING OF THE
SUBSTANCE OF THE AUDIO PRESENTATIONS. IN NG WAY DOES SEEKING ALPHA ASSUME ANY
RESPONSIBILITY FOR ANY INVESTMENT OR OTHER DECISIONS MADE BASED UPON THE
INFORMATION PROVIDED ON THIS WEB SITE OR IN ANY TRANSCRIPT. USERS ARE ADVISED TO
REVIEW THE APPLICABLE COMPANY'S AUDIO PRESENTATION ITSELF AND THE APPLICABLE
COMPANY'S SEC FILINGS BEFORE MAKING ANY INVESTMENT OR OTHER DECISIONS.

If you have any additional questions about our online transcripts, please contact us at:
transcripts@seckingalpha.com. Thank you!
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Edison Intemational (EIX) San Onofre Nuclear Generating Station Conference June 7, 2013 8:30 AM ET
Operator

Good morning, my name is Fran, and I'll be your conference operator today. At this time, I'd like to welcome
everyone to the Edison International San Onofre Nuclear Generating System -- Station Teleconference Call.
[Operator Instructions] Today's call is being recorded. I'd now like to turn the call over to Mr. Scott Cunningham,
Vice President of Investor Relations, Thank you, Mr. Cunningham. You may begin your conference.

Scott S. Cunningham - Vice President of Investor Relations

Thank you, Fran, and good moming, everyone. Qur principal speakers today will be Chairman and CEO, Ted
Craver; and Chief Financial Officer, Jim Scilacci. Also with us are SCE President, Ron Litzinger; and other
members of the management team. The presentation that accompanies Jim's comments, the 8-K and press
release related to today's decision regarding SONGS are available on our website at www.edisoninvestor.com. In
addition, Ted's prepared remarks will be posted shortly.

During this call, we will make forward-looking statements about the financial outlook for Edison International
and Southern California Edison and about other future events. Actual results could differ materially from current
expectations. Important factors that could cause different results are set forth in our SEC filings. We encourage
you to read these carefully. The presentation includes certain guidance assumptions, as well as reconciliation to
non-GAAP earnings guidance to the nearest GAAP measure. [Operator Instructions]

With that, I'll turn the call over to Ted Craver.

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

Thank you, Scott, and good morning, By now I assume you've seen our announcement that we have decided to
no longer seek restart of Unit 2 and Unit 3 of our San Onofre Nuclear Generating Station. The principal reason
for this decision is our assessment that it is unlikely Unit 2 could achieve restart by the end of the year. This is
especially true given the additional uncertainties introduced to the Nuclear Regulatory Commission process by
the recent atomic safety and licensing board ruling. Only after considerable work with outside experts convinced
us it was safe did we submit a restart plan to the NRC last October. When we submitted our plan, it had a clear
cost advantage compared with the alternative of closing the plant and buying power from the market. However,
that cost advantage decays with time, and if Unit 2 can't be restarted by the end of this year, that advantage is
largely lost. Our conclusion is that the current odds of successfully getting through the complex approval
processes by year end have deteriorated to significantly less of than 50%. Rather than continue to spend
approximately $30 million a month to keep the plant ready for restart and prolong the uncertainty surrounding
the plant, we have decided to no longer seek to restart SONGS.
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For well over a year, since the tube leak occurred in 1 of the steam generators of Unit 3, we have had 3
objectives regarding our San Onofre Nuclear Generating Station or SONGS as we generally call it. Those
objectives have been safety, reliability of the electric system and fair cost recovery. Safety has been our primary
concern, which is why we spent so much time and effort to understand what caused the tube leak and how we
could mitigate those causes. We engaged in a careful analytical process, which relied heavily on multiple
independent teams of third-party experts and steam generator design and manufacturing coming at the problem
from different angles. Through this work, we concluded that it was safe to restart Unit 2, operating it at 70%
power for an initial period of 5 months. Remember, Unit 2 ran at 100% power for a normal 22-month fuel cycle,
and inspection showed that it had only the smallest signs of tube-to-tube wear in 2 out of the nearly 20,000
tubes. Contrast that with Unit 3, where the tube leak occurred after only 11 months of operation at full power
and which sustained substantial tube-to-tube wear in several hundred tubes.

After concluding it was safe to restart Unit 2 at 70% power, we focused on how best to ensure the reliability of
the Southern California electric system. SONGS plays an important role in grid stability, in part, because of its
sheer size, 1,100 megawatts of capacity for each of its units but even more so, because of its critical location
between San Diego and Los Angeles. The summers when we have our peak load on the system and we have
been doing everything we can to get Unit 2 approved for restart in time for the hot months. All of us would
breathe considerably easter if Unit 2 were operating.

Once we understood the cause of the steam generator tube wear and that we could mitigate it through operating
Unit 2 at reduced power, we had to determine that it was economical to do so. As a regulated utility, we have an
obligation to serve all customers in our service territory. Along with that requirement is an obligation to serve our
customers in a cost-effective manner. We examine the costs of the alternatives to running SONGS, including
closing the plant and simply buying replacement power from the market and shutting the plant and building
replacement generation and transmission lines. The analysis showed that even if Unit 3 never restarted and we
were only able to run Unit 2 at 70% power for the remaining 9 years of the license period, that is after 2022, it
was the least cost alternative. However, every day that SONGS is not running is another day that we incur
replacement power costs and the cost of keeping the plant ready for restart. These readiness costs amount to
about $1 million a day or approximately $30 million a month. Every day of delaying restarting Unit 2 also means
there is one less day of operating this low-cost source of generation. So at some point, with an uptime delay,
there is a crossover point where operating Unit 2 is no longer less costly than the alternatives.

In our first quarter Investor Call, we signaled that this crossover point was around the end of the year. There are
some things we could do to extend that crossover date by cutting cost associated with Unit 3, and in fact, we
have been doing some of that. But at most, it extends the break-even point by months, not by years. In that call,
we stated that if we couldn't see a clear path to Unit 2 restart by the end of the year, we would have to seriously
contemplate closing the plant. In this case, we believe we must be able to represent to our customers, to the
public and to the regulators that we are pursuing the least cost alternative. We also pointed out in our investor
call that without clarity around the restart date or the rate-making treatment for SONGS' cost, our shareholders
were essentially underwriting the regulatory risk of recovery for a growing level of cost at SONGS.

Over the last several weeks, particularly with the results of the May 13 Atomic Safety and Licensing Board
decision, significantly more uncertainty has been introduced about the process and the timing for obtaining
approvals for restarting Unit 2. To actually restart Unit 2, we need to not only get approval from the NRC staff
but also have that approval survive the inevitable legal challenges of stay motions and appeals to the Nuclear
Regulatory Commission and the U.S. Court of Appeals. We need to be able to conclude that the combined effect
of these multiple parts of the approval process still leaves us with a reasonable chance of getting restart
accomplished by the end of the year. We have concluded that it is too improbable that we will get through the
process in time to restart Unit 2 this year. Indeed, it is likely that it will take us well into next year or perhaps
even past that to get to a definitive yes or no. This means that on a risk-adjusted basis, restarting Unit 2 is no
longer the least cost alternative. Therefore, it no longer makes sense for us to seek restart of San Onofre.

With this decision, we will now center our attention on 3 main efforts: one, ensuring system reliability; two,
decommissioning the plant and treating our displaced workers fairly; and three, working with the California
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Public Utilities Commission and affected parties to resolve the rate-making aspects of SONGS and receive fair
cost recovery.

We have been working with several government agencies and San Diego Gas & Electric to prepare for the
contingency of SONGS continuing to be out of service this summer. Several of the actions we took last summer
and the ones we are using to prepare for this summer are clearly not ideal longer term. We know that ifa
combination of events occur at the same time, we could have reliability problems. An example might be if we
had a multi-day heatwave, coupled with wildfires taking down a major transmission line or losing a gas-fired
generation plant in the L.A. basin. As of several weeks ago, we knew we were facing this risk when it became
clear SONGS was not going to be approved to restart this summer. We are anxious to start working with the
California Independent system Operator and the California Public Utilities Commission on the longer-term
solutions to ensure reliability for our customers. It is not simply a question of SONGS versus no SONGS, rather it
is a question of running SONGS or building new generation and transmission to replace SONGS.

We also need to immediately start the work to reduce the cost at San Onofre. This will have a very human face
to it as we have around 1,500 employees at the plant today, which will be reduced to around 400 within a year.
This is after having already reduced about 730 employees in the last year. We will also start the very different
work with the NRC and others to decommission SONGS Unit 2 and unit 3. We have a decommissioning trust that
has been well managed over the years of operating the plant and is well funded, which is good because
decommissioning will take many years to complete.

Announcing that we are no longer seeking restart of SONGS is clearly not the decision I wanted to have to make.
San Onofre Nuclear Generating Station has been a major generating resource and critical to grid stability in
California for over 40 years. During its tenure, it has provided good paying jobs for thousands of workers and
contributed substantial taxes and economic stimulus to the communities we serve. But it is a decision that had to
be made under the circumstances. Having made this decision, we have a great deal of work to do to implement
it. We want to start working with all stakeholders. That means customers, state regulators and policymakers, our
communities, employees and the NRC to complete this job as efficiently and professionally as possible.

I know many investors want to dig into the financial implications of this decision, so I'm going to turn it over to
our CFO, Jim Scilacci, to take you through those considerations.

William James Scilacei - Chief Financial Qfficer, Executive Vice President and Treasurer

Thanks, Ted. For my part of today's presentation, I'm going to take you through 4 primary topics. First, I'll
provide an overview of all the numbers associated with San Onofre as of March 31, 2013. Next, I'l provide color
on the impairment charge that we announced earlier today and the accounting guidance associated with this
action. Then, I'll do an update on San Onofre nuclear decommissioning costs and the status of our investment
trust. And I'll finish with an update on our 2013 earnings guidance.

Turning to Page 2 in the presentation. This is the same page from our business update, and all the numbers are as
of March 31, 2013. We will update these numbers for our second quarter earnings release set for early August.
The key numbers you should focus on are the $1.2 billion in rate base as it relates to our guidance that [ wilt
cover later in the presentation and the $2.1 billion net investment in San Onofre as it relates to the mmpairment
charge. We have provided the breakdown of our net investment in San Onofre on this page for your reference.
As shown at the bottom of the page, the differences between our net investment of $2.1 billion and a $1.2 billion
of rate base are nuclear fuel, construction work in progress and deferred taxes. Total rate base for San Onofre is
about 5% of our 1 point -- excuse me, our 21.8 billion weighted average rate base we used for our 2013 earnings
guidance. Later in my presentation, I will discuss the impact on 2013 earnings guidance of the SONGS shutdown
decision.

Turning to Page 3. The accounting for San Onofte is complicated, and the purpose of this page is to summarize
our approach. The first point is that we will reclassify SONGS from plant to a regulatory asset to the extent
management considers it probable that such costs are recoverable through future rates. The second point is that
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precedent has generally provided for cost recovery of the remaining net investment for early retired assets
previously placed in service and related materials, supplies and fuel. However, the precedent varies whether a
full, partial or no rate of return is allowed on the investment on such assets. Because precedent has varied, we
were not able to conclude for accounting purposes what, if any, return on rate base would be allowed for the net
investment or allowance for funds used during construction or FUDC on construction work in progress from the
date of our decision to retire the units until such time there is regulatory certainty. I'll address this further when [
discuss earnings guidance.

The third point is that the CPUC order instituting investigation or OII process will continue to determine final
recovery together with whether to refund prior amounts to customers. And following that, we will aggressively
pursue recoveries from both, MHI and NEIL. GAAP accounting does not allow us to record these expected
recoveries at this time.

Turning to Page 4, as you are aware, all San Onofre issues to be considered by the CPUC have been consolidated
into one proceeding under the San Onofre OII. As a result, in assessing whether to record regulatory assets or
liabilities for refunds, SCE considered the interrelationship of recovery of costs and refunds to customers as a
single unit of account for accounting purposes. In making our accounting determination, we reviewed the net
investment in San Onofre, authorized revenues collected subject to refund and estimated substitute market
power costs. We have outlined those costs qn Page 4. We have also included different time frames of cost
associated with the 455.5 process, which we roughly estimated at November 1 for this purpose. Moreover, we
continue to believe that the actions we have taken and the costs we have incurred in connection with San
Onofre's steam generators and outages have been prudent.

Based on this review, we estimate a pretax impairment charge between $450 million to $650 million to be
recorded during the second quarter of 2013. The after-tax amounts range between $300 million to $425 million.
The impairment charge considers the exposure for recovery of the net investment in San Onofre and potential
refunds to customers. Although, we will record regulatory assets that we believe are probable of recovery. Such
conclusion is a matter of management judgment. We have to apply what we believe to be relevant regulatory
principles to the issues under review in the OII proceeding and in accordance with GAAP. Such judgment is
subject to uncertainty and regulatory principles, and precedents are not necessarily binding and are capable of
interpretation. No decisions have been rendered, and the Oll proceeding regarding recoverability of cost from
future rates or refunds of amounts to customers and the current proceedings are either in their early phases or
not yet scheduled.

The CPUC may or may not agree with us. After review of all the facts and circumstances, we may abdicate
positions, which we believe are supported by the relevant precedent and regulatory principles that are more
favorable to us than the charges we have recorded in accordance with GAAP. Accordingly, there can be changes
in the amounts we have recorded, higher or lower, based on the outcome of the CPUC OII or other
developments. From a tax standpoint, recognition of the shutdown in San Onofre is complicated for the time
frame for recording the shutdown on our federal tax return is unlikely to occur until the outcomes of contractual
matters are known, Furthermore, in light of our consolidated net operating losses, we do not expect to realize
cash tax benefits for some time.

Let me now cover the status of nuclear decommissioning trust. Please turn to Page 5 of the presentation. In
previous disclosures, the numbers provided for nuclear decommissioning were a combination of costs and
investment balances for both San Onofre and our 15.8% interest in Palo Verde. With the decision to shut San
Onofre, we have decided to break out specific costs and investment balances. By way of background, funding
for nuclear decommissioning is not included in traditional general rate case proceedings. It has its own separate
proceeding, which is conducted every 3 years. As the chart indicates, the current nuclear decommissioning
funding is approximately $23 million a year. Contributions used to be much higher, but over time, we have
gradually reduced them based upon updated decommissioning cost studies and investment performance.

In the current perennial proceeding, we are seeking an increase in our decommissioning contributions to $39
million a year in order to achieve our goal of being fully funded by the start of decommissioning in 2022. The
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key thing to focus on is that as of March 31, 2013, the market value of planned assets totaled just over $3 billion.
Decommissioning trusts are taxable, so focus on the after-tax value or $2.7 billion.

The current plan for decommissioning in San Onofre will last in excess of 40 years. Moreover, the estimated
timing and cost escalation for labor, materials and burial greatly affect decommissioning costs. Based on our
most recent estimate, the approximate value of the net future cost to decommission San Onofre is approximately
$3 billion. The funded ratio is derived by dividing the after-tax trust balance by the estimated decommissioning
cost. As you can see, the ratio is currently 90%. To emphasize the point, our funding strategy is to be 100%
funded by the initiation of the decommissioning activities, Therefore, the investment returns and annual
contributions work together to achieve 100% funded status. Of course, investment returns can cause us to
exceed or fall below a fully-funded position. With the early shutdown of SONGS, we will be evaluating the
feasibility of accelerating the decommissioning of the plant. One important factor to note is that many of our
workers at SONGS have experienced with decommissioning nuclear facilities having previously decommissioned
San Onofre Unit 1.

Turning to Page 6 of the presentation. During our second quarter earnings call, we expect to update our capital
spending forecast through 2017 to reflect the 2015 General Rate Case Notice of Intent we plan to file in July. We
also updated the forecast to reflect the shutdown of San Onofre. As a rough order of magnitude, capital
expenditures at San Onofre averaged about $100 million a year.

Tuming to Page 7. We expect to do the same update of our rate base forecast during our second quarter earnings
call. We continue to expect rate base growth in the 6% to 8% range through the next General Rate Case cycle.

Turning to Page 8, we show an updated 2013 eamings guidance. We continue to believe the simplified earnings
model as an appropriate starting point for modeling core earnings, s¢ we've continued that approach here. As of
today, we will remove the San Onofre portion or $1.2 billion from rate base for the balance of the year. We have
taken the conservative view of not recognizing any return even on debt return due to the very precedent and
pending final regulatory treatment to be determined through the OII process. For the 7 remaining months, this
amounts to a $0.15 per share reduction in guidance. We have also assumed no additional return on SONGS-
related CWIP pending the outcome of the OII. This results in a reduction of $0.03 per share for the balance of
2013. We also expect to incur various other transition-related costs of $0.02 per share reducing the midpoint of
the core guidance range by $0.20 per share in total.

We believe that we are taking a prudent and conservative approach by removing the full rate base for San
Onofre and eliminating the entire return on the investment. This approach will continue until we've obtained
regulatory clarity. And regulatory proceedings, we would obviously seek to improve upon this position. I would
also like to note that we expect our share of severance costs related to plant personnel to be in the range of $70
million to $80 million, which we believe is probable of recovery through the OII process. We have continued our
$0.10 range above and below the midpoint for an updated core guidance of $3.25 to $3.45 per share. We have
also updated our guidance for the noncore impairment charge range. All other guidance assumptions remain
unchanged. For modeling earnings beyond 2013, a full year reduction of rate base of $1.2 billion for SONGS
would be appropriate. Finally, we continue to have no plans for common equity, including today's actions.

Okay, thank you, and I'll turn it over to the operator for questions and answers.

Question-and-Answer Session

Operator

[Operator Instructions] Our first, from Dan Eggers, Credit Suisse.

Dan Eggers - Crédit Suisse AG, Research Division

Just on the sequencing of events kind of here forward, can you talk a little bit about as you guys perceive with

the process with the OII from here and kind of what rate of progression is realistic to expect based on past
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precedent or maybe some preliminary conversations? And with, outstanding issues with NEIL and Mitsubishi,
can you really work to resolution on OII until you know what the money paid into these other partners is going
to be?

William James Scilacci - Chief Financial Officer, Executive Vice President and Treasurer

Okay, Dan, we'll do there. That's a multi-part question. And I think on the MHI and the NEIL, we just don't have
dates to tell you for that. We're submitting information, going through the process, and that will take some time.
The OIlI process really sets the pace and the standard for where we go going forward. We're in Phase 1 of 4. And
I'll pause there and look over to Ron Litzinger, if you want to add anything more because we're right in the
middle or nearing the end of the first phase, which really only to do with 2012 costs. Phase 2 and Phase 3 haven't
even been scheduled yet. I'll pause here and look at Ron.

Ronald L. Litzinger - President of Southern California Edison Company and Director of SCE

That's right, Jim. They're wrapping up Phase 1 right now, which just looks at the 2012 rates collected subject to
refund. The third phase, which focuses on the reasonableness of the steam generator project and then the future
viability of SONGS, clearly this decision will have some impacts there. But that's not scheduled yet, and it would
be tough for us to speculate on it.

Dan Eggers - Crédit Suisse AG, Research Division

So just -- among those lines, Ron, if you think about timing here on 3 and 4, if you guys were to even
prognosticate, does this get to resolution and -- by mid '14, late '14 or some period beyond that?

Ronald L. Litzinger - President of Southern California Edison Company and Director of SCE

It's really hard to judge, Dan. We just really can't speculate on that.
Operator

Our next request now is from Hugh Wynne with Sanford Bernstein.
Hugh Wynne - Sanford C. Bernstein & Co., LLC., Research Division

[ have a question regarding Slide 4 where you developed the estimated impairment range of $450 million to $650
million. How does that relate to the other numbers on this chart? Or put another way, what's in the $450 million
to $550 million (sic) [$450 million to $650 million] impairment and what is not?

William James Scilacci - Chief Financial Officer, Executive Vice President and Treasurer

That's a very good question. We've developed this chart, and if you read the comments carefully, there are 3
categories of cost. There's the SONGS net investment, the total authorized revenue. That's really the base rates
going back to January 1, 2012. Hugh, remember those are subject to refund as part of the OII process. So base
rate's, just for clarity, that's the O&M, the depreciation and the return on plus taxes. And we broke it out in 2
different categories here since January 1, 2012, and we added November 1, and really that's a line of
demarcation if that's the end of the 9-month period and initiation of 455.5 process date. And then the third
category, there's net market costs. So those are the replacement power of energy and capacity and related, and
that's been added since we had the $444 million through the end of March, and now we have a additional
amount for -- estimated for April and May. So you need to think about it as 3 different categories. And we took
an impairment charge of $450 million to $650 million because ultimately we have to go through a series of
processes to figure out ultimately what we will be able to recover. And so our net investment going back to it was
$2.1 billion, and we're establishing a regulatory asset. And that regulatory asset reflects a fact of how we view
our ability to recover the dollars. And again, we believe that all actions have been prudent, but we felt, overall,
we have some exposure here. So think of it as 3 different categories. We'll go through the process with the
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commission, and we'll be able to determine through final decisions what the ultimate recovery is. And remember,
too, we're bound by GAAP here, and GAAP will cause us to be certainly more conservative in terms of how we
view our things because you have to have a standard of probability for GAAP. And it's a very hard standard, and
that really kind of shaped our -- some of our thinking in terms of how we came up with this number. So I'll pause
here and look at my colleagues if they'd like to add anything else. And I'll let you clarify, Hugh, if you have
additional questions.

Hugh Wynne - Sanford C. Bemstein & Co., LLC., Research Division

[ appreciate it. So the regulatory asset, [ assume, is -- I guess this is what I'm trying to understand. The $450
million to $650 million impairment reflects the difference between the $2.1 billion investment and your estimate
of the regulatory asset or does it simply reflect some portion of the past costs on Page 4 that you believe are
unrecoverable?

William James Scilacci - Chief Financial Officer, Executive Vice President and Treasurer

Yes, so the -- we've reduced the net investment by the impairment. So -- but think of it as a single unit of account
here for accounting purposes, and that's why you have these 3 categories. And so as you go through the process,
we don't know ultimately what's going to occur, and so we have to think about this as 3 separate buckets all in 1
unit of account. And that's what's reflected here.

Hugh Wynne - Sanford C. Bernstein & Co., LLC., Research Division

Okay. So just because you've written the investment down by $450 million to $650 million, does not mean that
these other revenues are sure to be collected or rather sure to be yours as opposed to refunded. Those are still at
risk and could lead to a higher impairment.

William James Scilacci - Chief Financial Officer, Executive Vice President and Treasurer

Yes. Well, within this, this is our judgment of the range. And yes, it's you have to think about it all as 1 bucket of
costs, and we got 3 categories to reflect that. So there is risk. Now there's strong precedent. As we said on our
script, just to go over again, the $2.1 billion of the remaining net investment, there's strong precedent from prior
decisions to recover the investment. Other concem here is the return on the investment, and there's a range of
different precedent associated with that. Some, you get a full return. Some, you get no return. And so we're
trying to reflect that the fact that here are the dollars. Here's what's been recovered to date and the replacement
power assumptions, and so there's a level of risk here that we're identifying. And it's all as one bucket of costs.

Hugh Wynne - Sanford C. Bemstein & Co., LLC., Research Division

And I guess the - just the last point to clarify on this cost issue for me is the guidance going forward. It seems to
me that the basic assumption underpinning your guidance is that revenues will be sufficient to recover the
remaining investment balance after the writeoff, but you're simply assuming no return on that investment
balances. [s that right?

William James Scilacci - Chief Financial Officer, Executive Vice President and Treasurer

That's correct.
Operator
Our next now is from Michael Lapides, Goldman Sachs.

Michael J. Lapides - Goldman Sachs Group Inc., Research Division

Two questions. One, Jim, can you talk a little bit about things that could drive future write-downs or the
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alternative where you could potentially be taking a gain somehow regarding this down the road, meaning -- and
just kind of stay high level in drivers? And then the second, given the write-down you're taking right now, it
would seem that you're creating a bit of an equity hole at the utility. How does that keep you from not needing to
issue equity?

William James Scilacci - Chief Financial Officer, Executive Vice President and Treasurer

Let me -- I'll do it in reverse order here. And I said in my prepared comments that we have no plans for equity.
There's different things that we could do to manage our overall capital structure, and so we stick by our
statement that we just don't see any need. In terms of what can drive it, did you want to follow up on that,
Michael?

Michael J. Lapides - Goldman Sachs Group Inc., Research Division

No, go right ahead, please.

William James Scilacci - Chief Financial Officer, Executive Vice President and Treasurer

Right. In terms of what can drive it up or down in terms of the level of the impairment, that's going to be a
regulatory process. And I can't say it in any other way. So they're going to go through and review these costs, and
the underlying assumption here is prudency, too. Now we believe our actions in the past and what we've done
around the replacement steam generator project was prudent. If they determine otherwise, that could cause some
additional exposure here.

Michael J. Lapides - Goldman Sachs Group Inc., Research Division

Okay. A follow-up, | remember reading detail regarding some of the precedent, meaning I think around either
Palo Verde 1 or around -- I mean, either regarding Palo Verde or around SONGS 1. Just curious in terms of time
frame. Like at what point do you expect to get certainty regarding the kind of the regulatory treatment of both
the investment and the market power cost? And at what point do you expect to get resolution with Mitsubishi?
And do you see the Mitsubishi process taking a arbitration- or a litigation-related path?

William James Scilacci - Chief Financial Officer, Executive Vice President and Treasurer

The -- I think we already answered a part of that on MHI. The path is really uncertain. We don't have any clear
dates that we can provide to you. I'l let others comments on in a second. The time frame really is bound up
under the OII process. And we're in Phase 1. We're getting near the end of that phase. And the subsequent
phases haven't been scheduled, but I would expect that roughly that we'd get through at least the first 3 phases
maybe through the end of next year. But that's just a rough estimate on my part. We still haven't -- the PUC has
not set a schedule for the subsequent phases as of just yet.

Operator
Our next request, from Steve Flashman, Wolfe Research.

Steven I Fleishman - Wolfe Research, LLC

Just a couple of questions. First to clarify on the equity. Obviously, this does reduce the equity ratio at So Cal
Edison, so can you more specifically say how you will bring back the equity ratio at So Cal Edison to what's
allowed?

William James Scilacci - Chief Financial Officer, Executive Vice President and Treasurer

I think I said already that we have no plans for equity. And as we go through and manage the capital structure,
there are things we can do. And we have excess equity sitting there now if you look at our ratios at the end of
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the first quarter, and then we just manage around it. And we can issue some short-term debt at the utility, and
we're able to manage that accordingly because we just don't see over time that we actually have a need for
equity. And the worst thing you'd want us to do is issue equity and repurchase it back. And just -- I think that's
just a waste. And remember, Steve, we're managing it over a 13-month weighted average period, so it's not a
stock period that you're needing to be at the 48%. You can manage around that.

Steven L. Fleishman - Wolfe Research, LLC

Okay. Another question on the earnings power impact that you showed. So it looked like between the lost return
on the plant and CWIP, it was about $0.18, $0.15 plus $0.03 for 7 months. And I have been getting about $0.22
on a full year basis just removing it from any kind of equity return. So it seems bigger than we thought. [s just
that you're also assuming that there's no recovery of debt or preferred, so you have that debt or preferred
expense but no recovery of at all offline

[ph] ?

William James Scilacci - Chief Financial Officer, Executive Vice President and Treasurer

Yes, that's correct. We took the conservative assumption that there'd be no return at all on either equity debt or
preferred.

Steven 1. Fleishman - Wolfe Research, LLC

Okay. And then one last question, just how -- is there any -- not to tie this in too much, but just is there anything
in your agreements on Edison Mission related to the SONGS and further write-offs because it does seem to
further kind of push out any period when you'll be attached there?

William James Seilacci - Chief Financial Officer, Executive Vice President and Treasurer

Yes. I can't speculate that -- on that, Steve. Obviously, we have a settlement agreement that's still in place, and
that will develop over time.

Operator
Angie Storozynski, Macquarie.
Angie Storozynski - Macquarie Research

Most of my questions have just been asked, but when I look at your earnings power beyond 2013, you suggested
to remove the $1.2 billion of the rate base in our estimates. How about the CWIP and the nuclear fuel costs?
Shouldn't that be also removed from our projections?

William James Scilacci - Chief Financial Officer, Executive Vice President and Treasurer

Angie, this is Jim. What we were leaning towards that over time as you get out to be on the rate case initial, this
current rate case period, the '12, '13, '14, you're looking at the '15 to the next rate case cycle that we think the
more appropriate way to do it is just use the $1.2 billion reduction. CWIP can go up and down and whatnot, and
it will get all blended to all the other numbers. So we think the simplified model is a better way to approach it.

Angie Storozynski - Macquarie Research

Okay. Now with this decision to retire the plant, can you actually talk me through what's happening with the
replacement power costs and their treatment on your balance sheet and the P&L?

William James Scilacci - Chief Financial Officer, Executive Vice President and Treasurer
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Currently and as of the end of March, we had $444 million of market power that we've purchased for our
customers, and there's some additional numbers you can see on the prior charts. And we believe our actions were
prudent around San Onofre, so we're carrying those as a regulatory asset on the books. And we would look to do
that going forward.

Angie Storozynski - Macquarie Research

Okay. Now I mean, we're about to enter -- well, we haven't in the summer, and those costs are going to be going
pretty quickly. Now is -- I mean, from our perspective, that would be the biggest risk, right, the recovery of the --
of those replacement power costs? And as the amount grows, I mean, the uncertainty grows. Now are you
attempting to at least reach some sort of settlement besides recovery of those costs and recovery of your
investment on SONGS? I mean because it seems like as the amount grows that the -- that as I mentioned, the
uncertainty grows.

William James Scilacci - Chief Financial Officer, Executive Vice President and Treasurer

Angie, | can't speculate. We have the OII process, and for all intents and purposes, unless we're able to achieve
something outside of that, that's the process we will use. And just -- so bear in mind here on the principle, so the
fact -- you don't want a situation where we're paying -- our customers are paying twice for power and paying for
the investment. And so there's a current [ph] principle, if you're not -- if you shut down a plant, there's going to
be replacement power. And you have a plant that's operating, you just have to make sure you don't include it in
any kind of projections that there's some exposure for double recovery.

Angie Storozynski - Macquarie Research

Okay. So basically, you're saying as the replacement power cost is collected, we shouldn't be assuming any ability
to return -- to eam any return on the asset?

William James Scilacci - Chief Financial Officer, Executive Vice President and Treasurer

Correct. Under the accounting principles, that's correct. Now we may abdicate for something else in the
regulatory proceedings, but for financial -- for GAAP purposes and for guidance purposes, we're not going to
include a return on the investment in SONGS.

Operator
Our next request is from Rajeev Lalwani, Morgan Stanley.
Stephen Byrd - Morgan Stanley, Research Division

It's Stephen Byrd. Most of our questions have been answered. Just wanted to turn over to planning for reliability
from here. Could you talk a little bit further about what we should be thinking about in the future in terms of a
process to determine what needs to happen in terms of transmission upgrade, new plant build, et cetera, to
ensure the reliability in California?

Ronald L. Litzinger - President of Southern California Edison Company and Director of SCE

Steve, this is Ron. We go through a long-term procurement planning. We work with the PUC, the Energy
Commission and the CAISO. We were already addressing the potential for coastal power plants being shut down
for water quality requirements or the ones through cooling issues. This will add another increment to deal with as
we go through those plans. We will need to add replacement generation over time for both the ones through
cooling plants and San Onofre, and that work will begin in earnest now that we've eliminated the uncertainty of
whether SONGS is around or not. And then depending on where that generation is located, here inside the Los
Angeles basin or outside, will determine whether additional transmission lines are required. We are anxious to get
that started right away given the permitting time frames, both for new generation and for new transmission.
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Stephen Byrd - Morgan Stanley, Research Division

Okay, great. And just following up on that, if most of the generation is, in fact, in the basin, would it be fair to
say there would not be much incremental transmission that will be needed? Or in any event, as you look at it, is it
likely transmission has to be a material part of the solution?

Ronald L. Litzinger - President of Southern California Edison Company and Director of SCE

Current projections are if we can get all of the generation inside the basin and near the coast, in essence,
repowening the existing facilities. The amount of transmission is fairly small, but once you start getting away
from the coast and outside the basin, the potential for transmission goes up very quickly.

Stephen Byrd - Morgan Stanley, Research Division

Understood. And I guess, you'll find that more as you go through the process. But the prospects of citing plants
on the coast, what do you -- how do you generally look at that?

Ronald L. Litzinger - President of Southern California Edison Company and Director of SCE

I think repowering sites along the coast is a reasonable thing to assume, comes down to how many air quality
credits are available, and initial reviews indicates that it is solvable with an all-generation option at this point.

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

Steve, this is Ted Craver I want to just add a little bit in here. The last couple of days, I've been able on the phone
with the Governor, as well as President Peevey. There's a big focus on the part of the state, all of us really, to
Jjump on this quickly and make sure that we're everything possible to ensure that we've got good system
reliability. So I think you'll see some announcements later on here today driven by the PUC that they want to
convene a group, including San Diego Gas & Electric and ourselves, all of the state agencies, so the Cal ISO,
CEC, PUC, perhaps even Air Quality Management District, to all get together and really work this with a sense
of urgency. So I think this is going to be a very important element. Obviously, we have a big responsibility, a big
shared responsibility with all these groups to get after this. And I think there's good focus on it by the Governor,
by the PUC and others.

Operator
Our next request is from Anthony Crowdell, Jefferies.

Anthony C. Crowdell - Jefferies & Company, Inc., Research Division

I just wanted some clarity. I think you mentioned earlier that there was roughly about $2.1 billion, [ believe, of
net plant investment. I just wondered if that include purchase power and O&M associated with the facility since
it's been out. Or is that in separate buckets?

William James Scilacci - Chief Financial Officer, Executive Vice President and Treasurer

Separate buckets. If go to Page 2 on the deck -- and this is Jim Scilacci -- it shows the investment of $2.1 billion.
It builds it up. And if you go to Page 4 of the deck, that $2.1 billion is at the top of the page where it says total
SONGS net investment. Then, it breaks it down in the other categories, which we're calling authorized revenues,
which is the base rates, base rates or O&M depreciation return on and taxes. And that third category is what we
call net market cost. That's our replacement power for SONGS, and you can see the totals there.

Anthony C. Crowdell - Jefferies & Company, Inc., Research Division

[ apologize. I'm just -- I'm not online. I don't have the deck in front of me. So you're saying, it's $2.1 billion, that
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includes [indiscernible] . Separately, you have the purchase power and O&M, so what's the total number?

William James Scilacci - Chief Financial Officer, Executive Vice President and Treasurer

Okay. So I realize it. I didn't know you didn't have the deck. So if you go to -- when you have a chance to take a
look at it, it's $2.1 billion for the net investment. The authorized revenue is all the way back to January 1, 2012,
for $813 million. And the net market costs, all the way back to January 1, are $529 million. Those are the 3
buckets of costs that we were talking about in total. And that's the single, when I was referring to, there's the
single unit of account. Those are the 3 categories for accounting purposes that we've identified, and the
impairment is related to all 3.

Anthony C. Crowdell - Jefferies & Company, Inc., Research Division

And any O&M is part of the purchase power cone or the authorized revenue?

William James Scilacei - Chief Financial Officer, Executive Vice President and Treasurer

Authorized revenue.

Anthony C. Crowdell - Jefferies & Company, Inc., Research Division

Okay. And just separately, last question, I know there's some investigation, OII investigations. Do you know if
the -- if they released those to the public, so those become public? Or are they already public? Like what's
typically the process that happened to them?

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

The NRC investigations?

Anthony C, Crowdell - Jefferies & Company, Inc., Research Division

Yes.

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

Anthony, are you asking about the CPUC or the NRC? Just...

Anthony C. Crowdell - Jefferies & Company, Inc., Research Division

Probably more the NRC, I apologize.

Peter T. Dietrich - Chief Nuclear Officer and Senior Vice President

The -- Tony, this is Pete Dietrich, the Chief Nuclear Officer. Traditionally, the outcomes will become public at
some point, but the specifics of the investigation do not.

William James Scilacci - Chief Financial Officer, Executive Vice President and Treasurer

Before we get to the next question, Angie, I think [ want to clarify on the purchase power just so we're clear.
And once you have a chance to read our 8-K, there's additional good information in here. So I'm just going to
read from the 8-K on the principles regarding recovery of purchase power. So once the units are removed from
rate base, under normal principles of cost of service rate making and relevant statutory provisions, SCE should
absent and in prudence recover the costs it incurs to purchase power that might otherwise have been produced
by San Onofre. That what I was attempting to get at, and I think I garbled it, so I wanted to clarify.

Operator
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Jonathan Amold, Deutsche Bank.

Jonathan P. Arnold - Deutsche Bank AG, Research Division

Just sorry to revisit this on the ongoing guidance. Jim, so as [ understand it, what -- as you look beyond 2013,
would we be grossing up the $0.15 and the $0.03 for a full year? Or is the $0.03 sort of a -- you said that's a
number that's just going to jump around.

William James Scilacci - Chief Financial Officer, Executive Vice President and Treasurer

Yes, I think what we're saying s that for the longer term, just take the $1.2 billion out on the return on common
equity.

Jonathan P. Arnold - Deutsche Bank AG, Research Division

So okay. So -- but I mean, you're obviously -- you're putting out an assumption that you -- that there's no return
on the rest of the capital structure either in '13. Are you -- absent some resolution, how would you guide '14?

William James Scilacci - Chief Financial Officer, Executive Vice President and Treasurer

Yes, well, what we're thinking is we haven't put out guidance for '14, but you understand, too, that we have cost
reductions that we will realize in '14. And we've already indicated some in "13, so those will roll forward in '14.
So that will get in blended into some of the offsets, the puts and takes that occur. So we're trying to suggest that
use the $1.2 billion as -- and the return on common equity elimination as the reference point for earnings going
forward.

Jonathan P. Arnold - Deutsche Bank AG, Research Division

So that $0.20 kind of drag versus what it would otherwise have been as net of all these offsets is rather the right
number for '14 and beyond?

William James Scilacei - Chief Financial Officer, Executive Vice President and Treasurer

Correct, correct.
Operator
Our last question at this time from Michael Lapides, Goldman Sachs.

Michael J. Lapides - Goldman Sachs Group Inc., Research Division

Sorry for the repeat. Ted, how does all of this make you think through both size, scale and timing for changes
near term and long term to your dividend?

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

[ actually think that we're still in the same bracket that we were before. We've chosen those words extremely
carefully that we see additional CapEx, annual CapEx being around the levels that we have now for several
years forward. But because the base of our earning assets or the size of the rate base has grown so significantly,
this means that we'll end up having continual additions and growth to rate base, but it will be growing at a
decreasing rate. And that produces quite a bit of cash and that we expect to be able to dedicate that cash to
meeting all of our equity needs and to also to be able to increase the dividend rate at a rate faster than our
earnings growth rate. And that will restore our dividend payout ratio to our target range of 45% to 55%. We've
been very careful to use the words in steps over time. But I don't see any change to the direction. [ don't see any
change to that basic strategy. And it's also why we've never wanted to commit to a specific time frame when we
would get there.
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Michael J. Lapides - Goldman Sachs Group Inc., Research Division

How do you inject the uncertainty around potential disallowances or imprudence ruling on either things like fuel
and purchase power replacement cost for SONGS or potential future write-downs that are SONGS related that
would negatively impact the equity ratio on the utility balance sheet?

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

Well, again, I think we've discussed that here this moming. There's elements of the accounting here that because
you have a very high threshold of probability that you have to be conservative around. But we're going to be
advocating for significantly more than that. But we have to make the accounting decisions in accordance with
GAAP. So as we look forward, | don't think we anticipate that we're going to have additional write-downs or
writeoffs that are going to put pressure on our basic strategy of returning our dividend rate to the targeted payout

ratio of 45% to 55%.
Operator

And that was our last question. I now would like to turn the call back to Mr. Cunningham.

Scott S. Cunningham - Vice President of Investor Relations

Thanks very much, Fran. Thank you all for joining us today. And for follow-up questions, media representatives
should contact media relations at (626) 302-2255. Investors and analysts, please feel free to contact Felicia
Williams or myself. Thanks very much. Bye-bye.

Operator
Conference has now concluded. Thank you for your participation. All lines may please disconnect.
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important resource for bloggers and journalists, and are excited to contribute to the democratization of financial
information on the Internet. (Until now investors have had to pay thousands of dollars in subscription fees for
transcripts.) So our reproduction policy is as follows: You may quote up to 400 words of any transcript on the
condition that you attribute the transcript to Seeking Alpha and either link to the original transcript or to
www.SeekingAlpha.com. All other use is prohibited.
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SOUTHERN CALIFORNIA Russell G. Worden

EDISON

External Relations

An EDISON INTERNATIONAL® Company

May 31, 2013

Mr. Ed Randolph

Director, Energy Division

California Public Utilities Commission
501 Van Ness Avenue

San Francisco, CA 94102

Re: Monthly Report in Compliance with I 12-10-013
Dear Mr. Randolph:

Enclosed is SCE’s monthly report as directed by the Commission in 1. 12-10-013. Specifically, 1.
12-10-013 states on page 13:

SCE and SDG&E shall each file a monthly status report with the Commission’s Energy
Division with service on the service list. The monthly report shall include an operational update for the
units, description of any NRC actions, estimated replacement energy and capacity costs, estimated other
operational expenses, estimated foregone revenues due to lost sales of excess energy, and any other
information either utility believes is relevant that may impact the Commission’s consideration of safe and
reliable service at just and reasonable rates, including any additional information directed by the Energy
Division Director.

If you have any questions, please feel free to contact me.

Sincerely,

bl &. Wonedter

Russell G. Worden
SONGS Strategic Review

Enclosure

ce: Comm. Mike Florio
ALJ Melanie Darling
ALJ Kevin R. Dudney
Ms. Sepideh Khosrowjah,

Comm. Florio’s Office

Mr. Eric Greene, Energy Division
Mr. Truman Burns, DRA
All Parties to 1. 12-10-013

2244 Wainut Grove Ave.
Rosemead, CA 91770 -
{626) 302-4177

russell. worden@sce.com APPENDIX C




San Onofre Nuclear Generating Station (SONGS)
MONTHLY STATUS REPORT AS DIRECTED BY I, 12-10-013

June 1, 2013

Ogperational Update

Unit 2

Unit 2 was taken off line to start its regularly scheduled refueling outage (R2C17) on January 9,
2012 at 20:36' and the Refueling Outage (RFO) was scheduled to last to March 5, 2012, Unit 2 is
in day 452 of the Steam Generator Inspection and Repair outage. On October 3, 2012, SCE
submitted its restart plan and response to the NRC's Confirmatory Action Letter (CAL) for Unit 2,
for the Nuclear Regulatory Commission's review and approval. The restart plan, if approved, will
allow for operation of Unit 2 at 70% reactor power for 150 days, followed by a mid-cycle outage
to inspect the steam generators. Unit 2 will restart (at 70% reactor power) once SCE and the NRC
determine it is safe to do so.

Unit 3

Unit 3 was manually removed from service on January 31, 2012 at 17:31 as a precaution when a
steam generator tube leak was detected. Unit 3 is in day 487 of the Steam Generator Inspection
and Repair outage. Fuel has been removed from its reactor and safely stored for future use.
Critical systems have been configured to protect them during the extended outage period.

Nuclear Regulatory Commission (NRC) Actions

Unit 2

NRC is reviewing SCE’s Confirmatory Action Letter (CAL) response including on-site
inspections on December 3-7, 2012, along with technical reviews and discussions. SCE is
providing information to the NRC as requested.

Several public meetings have been held by the NRC in connection with its consideration of the
CAL response. On April 3, 2013 the NRC staff held a public meeting with SCE representatives at
NRC headquarters to discuss a proposed license amendment request that would restrict Unit 2
operation to no more than 70% of rated thermal power for a specified time. According to the NRC
website, the next public meeting is estimated to occur in late June to discuss close out of the CAL
inspection and completion of the Technical Evaluation Report (TER). Please note this date could
change.

On January 16, 2013, an NRC Petition Review Board held a public meeting with Friends of the
Earth related to its petition under 10 CFR § 2.206, which alleges SCE violated 10 CFR § 50.59 by
not seeking a license amendment for the replacement steam generators. Both Friends of the Earth
and SCE have submitted papers arguing their positions on the 2.206 petition. The NRC Petition
Review Board is currently reviewing the petition. A determination has not yet been made. On

" The SONGS R2C17 RFO outage was scheduled for 55 days with close of breakers on March 5, 2012.
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March 6, 2013, redacted versions of MHI's Root Cause Analysis and a Supplemental Technical
Evaluation Report supporting that analysis were made available to the public by the NRC.

On March 14, 2013, SCE submitted to the NRC an operational assessment for Unit 2 for operation
at 100% power. That operational assessment demonstrates that Unit 2 would meet its steam
generator tube performance criteria at 100% power for the next 5 month operating period, even
though SCE is committed to operate Unit 2 at 70% power during that period. This operational

assessment was submitted to the NRC in response to Request for Additional Information (RAI)
32.

On March 22, 2013, the NRC’s Atomic Safety and Licensing Board (Board) heard oral arguments
on the proceeding relating to whether the CAL issued to SCE constitutes a de facto license
amendment.

On May 13, 2013 the ASLB determined that the CAL was a de facfo license amendment with
three considerations: 1) Operation of Unit 2 at 70% does not satisfy T.S. 5.5.2.1 (Technical
Specification 5.5.2.1) 2} The Final Safety Analysis Report assumes that the replacement steam
generators are not subject to fluid elastic instability and 3) The Final Safety Analysis Report does
not include an analysis of the acceptability of operating with fluid elastic instability conditions in
the steam generators.

On March 22, 2013, SCE announced that it was considering filing a license amendment request as
an alternative approach 1o resolve an issue raised by the NRC in RAI 32. SCE met with the NRC
on April 3, 2013 to discuss a possible license amendment request.

On April 5, 2013 SCE submitted a license amendment request to the NRC for SONGS Unit 2. The
proposed license amendment would restrict Unit 2 operation to no more than 70 percent of the
maximum authorized power level and would revise the Technical Specification requirements for
steam generator tube integrity to reflect this change. SCE proposed that these changes remain in
effect for the duration of Unit 2, Cycle 17, a period of roughly 18 to 24 months of plant operation.

The NRC has accepted SCE’s amendment request for review, and proposed a No Significant
Hazards Consideration (NSHC) determination. A notice of the requested license amendment was
published in the Federal Register on April 16, 2013. The Federal Register notice describes the
process for the public to comment on the proposed NSHC determination, and provides an
opportunity to request a hearing on the proposed amendment.

Unit 3
SCE has not submitted a CAL response on SONGS Unit 3.

Matters Common to the SONGS Site

As of April 1, 2013 SONGS has returned to the Licensee Response Column (#1) as a result of the
closure of the white finding in the Security Cornerstone (safeguards) dated August 14, 2012,
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The NRC 1* quarter inspection exit meeting was held on April 5, 2013. The inspection report will
be issued within 43 days after the exit.

NRC Milestones for SONGS

Note: these milestones have been extended about 2 months from the status provided on March 1

Milestone Expected Date

CAL inspection (Unit 2) November 2012 — June 2013

Technical Evaluation Report (Unit 2) | November 2012 — June 2013

Comment Period for Proposed No May 16,2013
Significant Hazards Consideration
Determination of the License
Amendment Request Closes

e Last day to file a petition for review | June 7, 2013
by the Commission of the ASLB
decision.

¢ 60-day Period to Request a Hearing June 17, 2013
on License Amendment Request
Closes

e Public meeting in southern California | est. late June 2013
with licensee on completion of CAL
inspection & Technical Evaluation
Report

o Technical Evaluation Report and Unit | est. late June 2013
2 CAL inspection report complete
and publicly available

e Notify ASLB and parties of intent to | TBD
issue decision regarding restart for
Unit 2 '

s Issue Decision to Approve or Deny TBD
SCE’s April 5, 2013 License
Amendment

o Issue decision regarding restart for TBD
Unit 2

Source of Milestone Information: NRC Website. Please note these dates may change.
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SONGS Issues

e Once Through Cooling
— Flow through the intake and discharge conduits will be
approximately 25% of that at full power operations
e Required for used fuel pool cooling
» May be required during decommissioning
— Project Activities
e OTC Nuclear Special Studies

— No need to continue the study for SONGS
— Implementation of selected technology is post 2022

e Large Organism Exclusion Device
— Assessing scope
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