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. . 10 CFR 140.21(e)

VIRGINIA ELECTRIC AND POWER COMPANY

RicaMonND, VIRGINIA 23261

March 22, 1991

Director of Nuclear Reactor Regulation Serial No. 91-143
United States Nuclear Regulatory Commission NL/RBP

Washington, D. C. 20555 - Docket Nos. 50-280
50-281

50-338
50-339
License Nos. DPR-32
DPR-37
NPF-4
NPF-7

Gentlemen:

VIRGINIA ELECTRIC AND POWER COMPANY

RRY POWER STATION UNITS 1_AND 2
NORTH ANNA POWER STATION UNITS 1 AND 2
PRICE-ANDERSON ACT

Pursuant to 10 CFR 140.21(e) regarding licensee guarantees of payment of deferred
premiums, we are providing the following information:

1. Annual Report to Securities and Exchange Commission on Form 10-K for
1990.

2. Comparative Statement of Income for the three months ended December 31,
1990 and 1989.

3. Internal cash flow projection for calendar year 1991 with certification by
officer of the Company.

4. Statement ensuring availability of funds for payment of retrospective
premiums without curtailment of required nuclear construction expenditures.

In accordance with 10 CFR 140.7, we submitted a check to the NRC for $1,000 on
November 19, 1990, which is the minimum required premium for the period November
15,1990, through November 14, 1991.

Very truly yours,

W. L. Stewart
Senior Vice President - Nuclear
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CcC:

U. S. Nuclear Regulatory Commission
Region I

101 Marietta Street, N. W.

Suite 2900

Atlanta, Georgia 30323

U. S. Nuclear Regulatory Commission
Attention: Document Control Desk
Washington, D. C. 20555

Mr. W. E. Holland
NRC Senior Resident Inspector
Surry Power Station

Mr. M. S. Lesser
NRC Senior Resident Inspector
North Anna Power Station
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PART I

ITEM 1. BUSINESS
THE COMPANY

Virginia Electric and Power Company- was .incorporated in Virginia in 1909
and has its principal office at One James River Plaza, Richmond, Virginia
23261-6666, telephone (804) 771-3000. It is a wholly-owned subs1d1ary of
Dominion Resources, Inc. (Dominion Resources), a Virginia corporation.

Virginia Electric and Power Company is a regulated public utility engaged
in the generation, transmission, distribution and sale of electric energy within
a 30,000 square mile area in Virginia and northeastern North- Carolina. It
transacts business under the name Virginia Power in Virginia and under the name
North Carolina Power in North Carolina. It sells electricity to retail customers
(including governmental agencies) and to wholesale customers such as rural
electric cooperatives and municipalities. - The Virginia service area comprises
about 65 percent of Virginia’s total land area, but accounts for over 80 percent
of its population. As used herein, the terms "Virginia Power" and the "Company"
shall refer to the entirety of Virginia Electric and Power Company, including,
without limitation, its Virginia and North Carolina operations.

The Company has nonexclusive franchises or permits- for electric operations
in substantially all cities and tewns now served. It also has certificates of
convenience and necessity from the Virginia State Corporation Commission (the
Virginia Commission) for service in all territory served at retail in that State.
The North Carolina Utilities Commission (the North Carolina Commission) has
assigned territory to the Company for substantially all of its retail service
outside certain municipalities in that State.

The Company owns its principal properties in fee (except as indicated
below), subject to defects and encumbrances that do not interfere materially with
their use. Substantially all of its property is subject to the lien of a
mortgage securing its First and Refunding Mortgage Bonds. Right-of-way grants
from the apparent owners of real estate have been obtained for most electric
lines, but underlying titles have not been examined except for transmission Tines
of 69,000 volts or more. Where rights of way have not been obtained, they could
be acquired from private owners by condemnation if necessary. Many electric
Tines are on publicly owned property as to which permission for use is genera]]y
revocable. Portions of a 500,000 volt transmission line from the Company’s
coal-fired station at Mt. Storm, West Virginia, cross national .parks and forests
under permits ent1t11ng the federal government to use, at specified charges,
surplus electricity in the line if any ex1sts

The Company leases combustion turbines and certain bu11d1ngs and equ1pment
See Note G to FINANCIAL STATEMENTS.

A wholly-owned subsidiary of the Company, Virginia Power Fuel Corporation
(VP Fuel), owns and finances nuclear fuel and related materials for the Company’s
Surry nuclear units, and sells the heat from such fuel to the Company VP Fuel
purchases nuclear fuel through the sale of commerc1a1 paper, which is guaranteed
by the Company




The Company strives to operate its generating facilities in accordance with
prudent utility industry practice and in conformity with app]icab]e statutes,
rules and regulations. Like other electric:utilities, the Company’s generatlng
facilities are subject to unanticipated or extended outages -for repairs,
replacements or modifications of equipment or otherwise to comply with regulatory
requirements. Such outages may involve significant expenditures not previously
budgeted, including replacement energy costs. See Nuclear Operations and Fuel
Supply under SOURCES OF ENERGY USED AND FUEL COSTS and Nuclear Regulat1ons under
LEGAL PROCEEDING. L

The Company had 12,759 fu]]-time emp]oyees on December- 31, 1990.
Approximately 4,537 of the Company’s employees are represented by the
International Brotherhood of Electrical Workers under a contract. extending to
March 31, 1992. The Company considers its re]at1ons with its un1on and nonunion
emp]oyees to be: good

ICAPITAL REQUIREMENTS AND.FINANCING PROGRAN
Construction and;Nuc]eaf Fuel Expehditures

Virginia Power’s estimated construction and nuclear fuel expenditures,
including Allowance for Funds Used During Construction (AFC), for the three-year
period 1991-1993, total $2.8 billion. It has adopted a 1991 budget for
construction and nuclear fuel expenditures as set forth below:

ESTIMATED 1991 -

EXPENDITURES
(MILLIONS)
New Generating Facilities:
Chesterfield Unit 8 . . . . . . . . . ... . ... . . $ 28 -
Clover Unit 1 . . . . ... ... .... e e e ee . 93
Clover Unit 2 . . . . . . . . . ¢ ¢« v v v v v v v v o - 20
Future Base Load Station . ... . . . ... . . . .. .. 5
Combustion Turbines .. . ... . . . . .. e e e e e e o 1
Other Production . . . . . . . . .. e e e e e e e . 153
General Support Facilities . . . . . ..o . .. ... .. ‘ 66
Transmission . . . . . & ¢« . v i i i e e e e e e e e e _ 66
Distribution . . . . . . . . . .o 000 ... 274
Nuclear Fuel . . . . . . . . . . . o v v v o .. ve e 14
Total Construct1on Requirements and Nuc1ear ‘Fuel 780
AFC . . . e e e e e e e e e e e e e e e e e e 9
Total Expend1tures ................... $789
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Financing Program :

-In 1990, Virginia Power obtained $400 million from the sale of secur1t1es
Its long- term financings included: $200 million of First and Refunding Mortgage
Bonds and $200 million of Common Stock sold to Dominion Resources. From the
proceeds of the 1990 securities sales, the Company retired $162.0 million of
securities: through mandatory debt maturities and sinking fund requirements and
retired an additional $62.5 million of debt financing .and preferred stock through

optional redemptions and sinking fund payments. The Company -entered into

agreements through a major commercial bank that permit the Company to sell up
to $300 million of its accounts receivable. As of December 31, 1990, $150 million
of such receivables were outstanding under these agreements. See Liquidity and
Capital Resources under MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL
CONDITION AND RESULTS OF OPERATIONS. :

Virginia Power’s 1991 construction requirements, exclusive of AFC and

refundings, are estimated to be $780 million, as detailed above. Of this amount,
it is expected that approximately $496 million will be obtained from internal
sources. The remaining $284 million of construction requirements, as well as the
$146 million of debt and preferred stock maturities and sinking fund
requirements, will be obtained by ‘a combination of sales of securities, sales
of receivables and borrowings under an inter-company credit agreement with

Dominion Resources. See Liquidity and Capital Resources under MANAGEMENT’S

DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS.
| B : RATES |
Z-The_Company was subject tb'e1ectric rate.fegulationlin»1990 as follows:

1990
Percent Percent
of Electric of
Revenues Kwh Sales

V1rg1n1a retail:

[+ < T

Non-Governmental customers . - Virginia Commission 81 7
Governmental customers . . . Not regulated
: (negotiated agreements) 1 13
North Carolina retail . . . . North Carolina Commission 4
Wholesale. . . . . . . . . .. Federal Energy Regulatory
' Commission (FERC) - _5 -
' ~ 10 % 100%

A11 of the Company’s electric sales are subject to recovery of changes in
fuel costs either through fuel adJustment factors or periodic adjustments to base
rates, each of which requires prior regulatory approval. Rate relief obtained
by the Company is frequently less than requested. ‘

The principal rate proceedings in which the Company was involved in 1990
are described below by jurisdiction.




Virginia

On. March 30, 1990, the Company filed with the Virginia Commission an

. application for a rate. increase of $147.5 m1111on, requesting - a May 1, 1990

effective date under the' Virginia Commission’s. rules for . exped1ted rate
proceedings. On May 1, 1990, the proposed rates were placed in effect on an
interim basis, subject to refund pending the V1rg1n1a Commission’s Final Order.
On June 19, 1990, the Company lowered its rate increase request to $136.9 million
to correct an error in the Company’s filing. Thereafter, pursuant to a Hearing
Examiner’s ruling of July 12, 1990, the Company correspondingly reduced the
interim rates collected subject to refund. Due to further updates of estimates
and acceptance of certain Commission Staff proposed adjustments, the Company’s
request was lowered to $101.8 million at the time of the hearing on October 30,
1990. Briefs were filed on November 30, 1990, with increases recommended by
other parties ranging from $34.2 million by the Virginia Attorney General’s
Office to $80.3 miilion by the Commission Staff. The Company is recognizing
revenues at a level that management believes is appropr1ate in view of the facts
in this case, pending a final Commission Order. ,

On September 7, 1990, the Cdmpany filed an application for revision of its
fuel factor in which it requested a reduction in fuel factor revenues of $33.6
million on an annual basis. ‘A hearing was held before the Virginia Commission

‘on October 24, 1990, and on October 31, 1990 the Virginia Commission ordered that

the Company’s proposed factor be further reduced to reflect the disallowance of
$6.85 million of replacement power costs associated with the 1988-89 outages at
the Surry Nuclear Power Stat1on

North Carolina

On May 31, 1990,,the Company filed with the North Carolina Commission an
application for a general base rate increase. The new rates, which are designed
to produce additional annual revenues of approximately 525 1 million, were
suspended by the North Carolina Commission pending a hearing on the proposed rate
increase. A Hearing on the request was held from November 27, 1990 through
December 6, 1990. In its Brief and proposed order filed with the North Carolina

Commission on January 17, 1991, the Company requested an increase in net annual

revenues of $16.3 mi]]ion. The'Company also proposed a one-time refund of $6.1
million of excess deferred federal income taxes. The North Carolina Public
Staff’s proposed order supported a base rate increase of $11.9 million less the
one time refund of deferred federal. income taxes. On February 14, 1991, the
North Carolina Commission issued its Final Order approving an increase in base
rates of $13.9 million, offset in part by a one-time refund of $5.9 million of
excess deferred federal income taxes. The Order denied the Company’s request
to institute a mechanism that would allow rate recovery of expenses paid by the
Company to non-utility power producers outs1de the context of a general rate
case.

The Company filed its annual fuel factor case on September 21, 1990’with
the North Carolina Commission requesting a $6.1 million reduction for the twelve

. months  beginning January 1, 1991. The Commission approved the requested

reduction in an Order dated December 21, 1990.
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County and Municipal Customers .

On February 15, 1989, Virginia Power reached agreement on the terms of a
three-year contract governing rates for county and municipal customers in
Virginia, which will continue through June 30, 1991. Pursuant to this contract
an increase of $4 million became effective July 1, 1990.

Governmental-Commonwealth of Virginia

Governmental base rates for the Commonwealth of Virginia are unregulated
but follow the methodology approved by the Virginia Commission for jurisdictional
base rates. On May 1, 1990, an increase of $3.3 million was placed into effect,
subject to refund, based upon the allocation methodology of the rates filed in
Virginia on March 30, 1990. Pursuant to the Virginia Commission Hearing
Examiner’s ruling of July 12, 1990, these interim rates were reduced by
approximately $0.2 million.

Governmental-Federal

Governmental base rates for federal governmental customers are unregulated
but follow the ratemaking methodology approved by FERC for the Company’s resale
service to municipalities. An increase of $12.5 million for federal governmental
customers corresponds to the $8.5 million increase for FERC jurisdictional
customers described below. Under the approved methodology, this $12.5 million
increase should become effective on March 16, 1991, subject to refund.

Federal Energy Regulatory Commission N | '

On August 7, 1990, the Company filed with FERC an application for a rate
increase of $8.5 million, effective October 7, 1990, from the Company’s wholesale
customers. On October 12, 1990, FERC suspended the rates until March 16, 1991.
In response to complaints filed by several of the Company’s wholesale customers,
on December 18, 1990, FERC ordered an investigation concerning the Company’s
existing rates for its wholesale customers.. FERC established March 16, 1991 as
the date from which any refund that it may ultimately order would be effective.
FERC consolidated the complaint proceeding with the Company’s rate increase
proceeding. Hearings in the combined proceeding are tentatively scheduled to
begin in August 1991.

SOURCES OF POWER

Company Generating Units

Type : Hintef
Years . of Capability
Name of Station, Units and Location Installed Fuel Mw
Nuclear: ' ' :
Surry Units 1 & 2, Surry, Va . . . . . .. 1972-73 Nuclear - 1,562
North Anna Units 1 & 2, Mineral, Va . . . . 1978-80 Nuclear 1,820(a)
Total nuclear stations . . . . . . . . .. 3,382




ossil Fuel: : . C o : S :
‘ Steam: ' .
Bremo Units 3 & 4 Bremo Bluff Va . ... 1950-58 . Coal 234

Chesterfield Units 3- 6, Chester Va .. .. 1952-69 . Coal - 1,280
Mt. Storm Units 1-3,th. Storm, W. Va . . . .. 1965-73 Coal . : 1,628 .
Chesapeake Units 1-4, Chesapeake, Va . . . 1953-62 Coal 605
Possum Point Units 3 & 4, Dumfries, Va . . . 1955-62 Coal 326
Yorktown Units 1 & 2, Yorktown Va .. ... ~.1957-59 . Coal =~ . 346
Possum Point Units 1, 2, & 5, Dumfr1es, Va 1948-75 0il 946
. Yorktown Unit 3, Yorktown Va e el . - 1974 0i1 & Gas - 820
Combustion Turb1nes ............ 1967-90 0il1 & Gas 1,222
Combined Cycle . . . .. .. .. ..... _ 1990 - . 0il & Gas - 219
Total fossil stationé ........... : | 7,626
Hydroelectric: ' o
Gaston Units 1-4, Roanoke Rapids, N.C . . . 1963 Conventional 225
Roanoke Rapids Un1ts 1-4, Roanoke . . ' .
Rapids, N.C . . . . . . . . .. e e e e 1955 Conventional - 104
Other ... . . .. e e e e e e e e "« . . 1930-87 Conventional 3
Bath County Units 1-6 . . . . . . . e+ o - 1985 Pumped Storage _1,260(b)
Total hydro stations ; .'; e e . : . : d 1,592
Total .Company generating unit capability .- R S : ; 12,600
tility Purchases . . . . . . ... . .. .. e R 1,330
on-Utility Generation e et e e e e e e S : N 1,112
Total Capability . . . . . .. .. .... SR 15,042

‘ (a) Inc]udes an undivided 1nterest of 11.6 percent (211 Mw) owned by 01d Dominion
Electric Cooperative (ODEC). »

(b) Includes only the Company s 60 percent undivided interest in the 2,100 Mw
~station. A 40 percent undivided interest in the facility is owned by A11egheny
Generating Company, a subs1d1ary of A]]egheny Power System, Inc. (APS).

The Company’s highest one-hour integrated service area winter peak demand was
12,697 Mw established on December 22, 1989, and the highest one-hour integrated summer
peak demand was 12,113 Mw estab11shed on Ju]y 10, 1990. At the time of these peaks,
the Company had a tota1 winter capab111ty of 13, 838 Mw and a total summer capability
of 14, 716 Mw, .

New Company Generat1ng Un1ts
Dur1ng 1990, V1rg1n1a Power added f1ve new generating units to its system

generating capab111ty Included were four combustion turbine units at its Darbytown
facility, two of which became operational in April and two in May 1990. The four units
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provide a total of 288 Mw of summer capability and 336 Mw of winter capability. T
Company also comp]eted Chesterfield Unit 7, Virginia Power’s first combined-cycle uni
This unit, which is capable of using either natural gas or oil as fuel, was placed in

service in June 1990 and provides 189 Mw summer capability and 219 Mw of winter

- capability.

For financial data as to the property, plant and equ1pment of the Company, see
Schedule V to FINANCIAL STATEMENTS Schedules.

SOURCES OF ENERGY USED AND FUEL COSTS

For information as to energy supply mix and the average fuel cost of energy
supply, see Results of Operations under MANAGEMENT’S DISCUSSION AND ANALYSIS OF
FINANCIAL CONDITION AND RESULTS OF 0PERATIONS

Nuclear Operations and Fuel Supply

In 1990, the Company’s four nuclear units achieved a combined capacity factor of
80.3 percent. In 1989, the Nuclear Regulatory Commission (NRC) raised concerns about
the performance at the Companyfs nuclear power stations and increased the NRC review
of the operation of the Company’s Surry Power Station. However, in 1990, the NRC noted
improved performance at the Company s nuclear units and removed Surry from the Tist
of nuc]ear power stations requiring increased NRC attention.

The Company utilizes both long-term contracts and spot purchases to support its
needs for nuclear fuel. Virginia Power’s nuclear fuel supply and related services are
expected to be adequate to support current and planned nuclear generation requirement
The Company continually evaluates market conditions in order to assure adequate nucle
fuel supply. Current agreements, inventories and market conditions will suppor
planned fuel cycles into the mid-1990s.

On-site spent nuclear fuel storage is adequate for the Company’s needs through
1998, when it is expected that spent nuclear fuel storage will be provided for nuclear
reactor licensees by the Department of Energy (DOE). If DOE is unable to accept spent
fuel by 1998, as required by law, an interim storage facility may be required for the
Company s North Anna Power Station in the late 1990s. ,

For details regard1ng nuclear insurance and certain related cont1ngent 11ab111t1es
as well as a NRC rule that requires proceeds from certain insurance policies to be used
first to pay stab111zat1on and decontamination expenses, see Note M to FINANCIAL
STATEMENTS..

Coal Supply

In 1990, Virginia Power consumed approximately 9.2 million tons of coal. As with
nuclear fuel, the Company utilizes both long-term contracts and spot purchases to
support its needs. The central Appalachian coal market, from which the Company
purchases most of its coal, continues to produce coal supplies sufficient for the
Company’s needs. The Company presently anticipates that sufficient coal supp11es at
reasonable prlces will be available at 1east into the m1d 1990s.
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‘urchases and Sales of Power

Virginia Power reduces fossil fuel costs by purchasing power from other utility
systems when it is available at a cost lower than the Company’s own generation costs.
Conversely, it seeks to sell energy to other utilities when the proceeds from such
sales will reduce its fuel expenses. It also relies upon purchases of power to meet
an 1ncreas1ng amount of its capacity requirements.

Under contracts effective January 1, 1985, Virginia Power agreed to purchase 400
Mw of electricity through 1999 from Hoosier Energy Rural Electric Cooperative, Inc.,
and agreed to purchase 500 Mw of electricity during 1987-99 from certain operating
subsidiaries of American Electric Power Company, .Inc. (AEP). The Company also
contracted with Carolina Power and Light Company (CP&L) to purchase 100 Mw for January
and February 1991 and 300 Mw from June through August 1991.

As of December 31, 1990, Virginia Power also has 82 non-utility power purchase
contracts with a combined dependable winter capacity of 3,870 Mw. Of this amount,
1,112 Mw were operational at the end of 1990 with the balance scheduled to come on-
Tine through 1997 (see Note M to FINANCIAL -STATEMENTS).

INTERCONNECTIONS

The Company maintains major interconnections with CP&L, AEP, APS and the utilities
in the Pennsylvania-New Jersey-Maryland Power Pool.. Through this major transmission
network, the Company has arrangements with these utilities for coordinated planning,
operation, emergency assistance and exchanges of capacity and energy.

‘ - On March 23, 1990, the Company and Appalachian Power Company (an operating unit
of AEP) announced an agreement to increase the ability to exchange electricity between
the two companies through the construction of major transmission facilities. The
proposed construction, resulting from a joint study begun in March 1989, will consist
of 212 miles of new transmission lines and related substation improvements. The
transmission additions will include 110 miles of 765 kv and 102 miles of 500 kv lines.
Completion of the project will take three to four years after all f1na1 regulatory
approva]s have been obtained.

FUTURE SOURCES OF POWER

Virginia Power is committed to obtaining new sources of reliable and economic
generating capacity. This capacity may be built, owned and operated by others and sold
to the Company under a competitive bid process or may be built by the Company if it
determines it can build capacity at a lower overall cost.

- The Company presently anticipates that system load growth will require
approximately 5,000 Mw of additional capacity during the 1990s. The Company has and
will pursue several options to provide that capacity and maintain a high degree of
service reliability.
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On January 29, 1988, the Virginia Commission issued an Order approving in concep

the voluntary use of competitive bidding for procuring new capacity. Virginia Power_

which had supported such a result, adopted a program of competitive bidding for suc
capacity. On December 21, 1988, the Commission ordered the Company to negotiate
outside the bidding process with respect to 208 Mw of capacity that had been offered
by a developer before the Order approving competitive bidding had been entered. The
developer subsequently increased the capacity of the project to 350 Mw, -and in 1990
a dispute arose as to whether the Company was obligated to contract with respect to
the capacity in excess of 208 Mw and, if so, at what rates. ‘On November 30, 1990, the
Commission held that the Company should negotiate with respect to the excess capacity,
but that the rate for that capacity should be determined as. of the date it was offered.
In 1989, after adoption of the Commission’s competitive bidding order, -another
developer petitioned the Commission to require Virginia Power to purchase 316 Mw
outside of the bidding process. The Company opposed the petition on the ground that
a developer should not be allowed to bypass the bidding process unilaterally, but on
April 25, 1990 the Commission directed the Company.to negotiate. On November 28, 1990,
the Commission adopted rules governing electric and capacity bidding programs. Those
rules will prevent supp11ers from bypassing the bidding process in the future, and the
gu;gs will not require any mater1a1 change in the Company’s program of competitive
idding.

On January 8, 1990, the Company filed with the Virginia Commission an application
for approval of construction of three or four additional combustion turbines with an
aggregate capacity of 325-340 Mw. On June 26, 1990, a Hearing Examiner recommended
that preliminary approval for construction of the combustion turbines be granted, but
that the Commission delay final granting of a Certificate of Public Convenience and
Necessity pending a determination as to the specific site for the facilities, th
timing of the installation and its cost.  On October 1, 1990, the Commission 'rejecte'
the Hearing Examiner’s Report, finding that approval of the facilities was premature,
and held that the.Company could Tawfully make certain expenditures related to the
project without prior approval. The case was continued generally pending a further
filing by the Company of appropriate. evidence essential to the final disposition of
the petition.

On January 22, 1990, in a proceeding in which the Virginia Commission had approved
construction of certain generating facilities in 1989 but continued on the Commission’s
docket for investigation of the Company’s. capacity planning process, a Hearing Examiner
issued a report criticizing the Company’s capacity planning and recommending that it
be monitored more closely by‘the Commission’s Staff. On May 1, 1990, the Commission
adopted the Hear1ng Examiner’s f1nd1ngs and directed its Staff to increase its
administrative review of the Company’s capacity planning and acqu1s1t1on process and
to expand its review of the Company’s long-range forecasts.

On May 14, 1990, the Company announced plans to build a 400  Mw coal-fired
generating unit. Three sites in Virginia are be1ng eva]uated for the Company -owned
unit, which would come on-1ine in 1997.

On May 31, 1990, the Company entered into a Purchase and Construction Agreement
(the Purchase Agreement) with ODEC, under which the Company purchased a 50 percent
undivided ownership interest in a 786 Mw coal-fired power station to be constructed
near Clover, Virginia in Halifax County. Under an Operating Agreement with ODEC, the
Company will operate the power station after it is completed. On May 31, 1990, the
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Company .also became a party to the contract between ODEC and a consortium (the
‘onsortium) consisting of Westinghouse, Black & Veatch, Combustion Engineering and H.
. Zachry for the construction of the two-unit facility. The cost of the Company’s

- 50 percent ownership interest is expected to be approximately $500 million. At the
time the Company executed the Purchase Agreement, on-site construction of the first
unit was expected to begin in September 1990 and on-site construction of the second
unit was expected to begin one year later. Because of delays in obtaining
environmental permits for the project, however, permanent on-site construction is now
expected to begin in the Fall of 1991. Engineering, procurement and manufacturing
related to the project (to date, the Company’s share of which is approximately $60
million) are continuing. The Company, ODEC and the Consortium are in the process of
examining the impact on the cost of the project caused by the delay in permanent on-
site construction. . The Company is aware of oppos1t1on by an environmental group to
the issuance of the air emissions permit, which perm1t is necessary to begin permanent
on-site construct1on of the facility.

In 1987 the Company s1gned agreements for the purchase of approximately 1,300
Mw of add1t1ona1 capacity from six non-utility power producers all of which are e1ther
operational, financed, or under construction. .In 1988, as a result of a competitive
bidding so]icitation, the Company entered into 19 contracts for approximately 2,000
Mw of additional capacity for initial delivery at various dates through 1994. Six of
these contracts totalling 634 Mw have subsequently been terminated. The Company also
issued a Request for Proposals on August 15, 1989, for competitive bids for up to an
additional 1,100 Mw of power to come on-line during 1995-1997. Bids were received in
January 1990 from 38 developers for 78 projects aggregating 11,600 Mw of capacity.
Contracts were executed with three of those selected developers. in July 1990 for

apacity totalling 448 Mw. . One project of 210 Mw was later terminated for failure to

ost financial security. according to schedule. - The .contracts from all three

solicitations are generally for a duration of 25 years after the commencement of
commercial operation. The proaects cover- a variety of technologies, fuel supplies,
pricing mechanisms, and in-service dates. Each agreement for the purchase of power
contains liquidated damage provisions that may be exercised if the electricity is not
available as scheduled. The Company has also developed a contingency plan to meet the
demand. for power in the event that the growth in demand exceeds present forecasts or
in the event of a failure of any of these power purchase agreements.

Several non-utility power producers with whom the Company has executed power
purchase agreements are experiencing difficulty in obtaining air permits necessary for
the construction of the generating facilities. This delay in obtaining the necessary
air permits may cause a delay in the in-service dates of this additional capacity.
The Company anticipates that there will be alternative energy sources in the event that
any of these generating facilities are significantly delayed.

The Company’s cbntinuing program to meet future energy requirements is summarized
in the following table:
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Company Owned Generation

Capabili ty EXpected | ‘

Name of Units ' : Mw oo In-Service Date

Chesterfield 8 - 218 - June 1992

Clover PrOJect e U :
Unit 1 393* - - 1994

Unit 2. 393* - . ' 1995

*Includes the 50 peroent.undivided ownership interest of ODEC.

Non-Utility Generation - : S
' ' . Number of

Projects , .
Contracts Executed. 42 NP : 2,758
Projects Financed - 11 o : 1,221
- | - COMPETITION' |

Competition.is playing. an increasingly important role in the Company’s business.
Public utilities such as the Company have been granted exclusive franchises to serve
all classes of retail customers within designated service areas in return for a
commitment to provide adequate service on a fair and reasonable basis. This
traditional arrangement is being altered due to'chang1ng federal and state governmenta
regulations, technological developments, rising costs of constructing generatm'
facilities and alternative energy sources. As a result of these factors, some
industrial, municipal and cooperative . customers of the Company are presented with a
greater-variety of power supply options. Technological developments have given some
retail customers increased opportunities to obtain power through self-generation. But
the Company’s relatively low retail rates make widespread use of this option unlikely
for the foreseeable future. Competition for retail customers would require fundamental
changes in law and regulatory policies that -are not current]y under consideration.

The Company is committed to maintaining high standards of serV1ce at competitive rates
for all classes of customers.

The Company now has, and in the future wi11 have, increased opportunities to
obtain power from sources other than its own generating facilities (see Future Sources
of Power under BUSINESS). In particular, the Public Utility Regulatory Policies Act
of 1978 (PURPA) has encouraged non-utilities to enter the business of producing
electricity. The Company supports a compet1t1ve system for ut111t1es to buy capac1ty
as an option to meet future demand.

DEMAND MANAGEMENT

The Company is committed to least-cost planning and has developed a detailed
analysis procedure in which effective demand-side and supply-side options are both
considered in order to determine ‘the least cost method to satisfy the customers’ needs.
The Company has some demand-management programs that have existed for several years

e




and other programs are being considered that may become beneficial to the Company’s
Qustomers in the future. The Company is preparing for the evolution of more demand-

ide programs through technology changes, legislative mandates, increasing attention
to environmental concerns, and regulatory incentives to encourage such programs.

On January 7, 1991, the Virginia Commission established a proceeding to consider
rules and Commission policy regarding conservation and load management programs of
electric utilities, including the appropriateness of payments, subsidies and allowances
to influence the installation or use of certain appliances or equipment. The Company
will participate in the proceeding and file comments, which are required to be filed
by February 28, 1991.

ITEM 2. PROPERTiES
See Company Generat;ng Units under Sources Of Power under BUSINESS and Schedule
v of the FINANCIAL STATEMENTS Schedules.
“ITEM 3. LEGAL ﬁROCEEDINGS
Regulation-Generé]
The Companyris present]j subjéct to regu]ation'by the Virginia Commission and the

North Carolina Commission, the Environmental Protection Agency (EPA), DOE, FERC, NRC,.
the Army Corps of Engineers and other federal, state and local authorities.

f, any substantial generating facilities or large capacity transmission 1ines without
he prior approval of state and federal governmental agencies having jurisdiction over
various aspects of its business. Such approvals relate to, among other things, the
environmental impact of such activities, the relationship of such activities to the
need for providing adequate ut111ty service and the des1gn and operat1on of proposed
facilities. .

. Virginia Power may not construct, or incur financial commitments for construction
t

From time to time, the Company may be in violation of or in default under orders,
statutes, rules or regulations relating to protection of the environment, compliance
plans imposed upon or agreed to by the Company or permits issued by various local,
state and federal agencies for the construction or operation of facilities. There may
be pending from time to time administrative proceedings involving violations of state
or federal environmental regulations that the Company believes are not material with
respect to it and for which its aggregate liability for fines or penalties will not
exceed $100,000. . There are no material agency enforcement actions or citizen suits
pending or, to the Company’s present knowledge, threatened against the Company.

Water Quality Control

In 1986, Virginia Power began a project to expand the capacity of two existing
ash disposal. ponds at its Possum Point Power Station. - As a condition of the
environmental permitting process, on April 14, 1987, the Company accepted a special
order, issued by the Virginia Water Control Board (VWCB), requiring it to perform a

. six-month evaluation of groundwater quality in the vicinity of the two ponds. . The
study, which has been completed and submitted to the VWCB, concluded that the quality
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of groundwater near existing domestic wells adjacent to the site was good and met all
health-based EPA primary drinking water standards. _ However, some groundwate'
contamination associated with the disposal of certain fossil fuel by-products at the
facilities was identified. In order to remedy this impact, the Company has proposed
a course of action that includes removal and relocation of certain wastes, back-fitting
impermeable Tliners and additional monitoring to measure improvement in site
groundwater. The proposed action is estimated to cost up to $3.5 million.

Before the introduction of natural gas into the Company’s system, the Company and
its predecessors manufactured gas from coal. This process produced coal tar as.a by-
product, which was disposed of on-site. One division of the Company was organized into
Virginia Natural Gas, Inc. (VNG), formerly a wholly-owned subsidiary of the Company’s
parent, Dominion Resources. VNG was purchased from Dominion Resources by Consolidated
Natural Gas Company (CNG) on February 15, 1990. Some constituents of coal tar
may,under certain circumstances, be regu]ated under various federal and state laws,
and a contingent 1iability may exist for their remediation. -As part of the agreement
for the sale of VNG, the Company and CNG will share the costs associated with
remediation of sites where coal tar was d1sposed The Company’s share of the presently
estimated investigation and remediation costs would not exceed approximately $5
million, of which $3.4 million has been recorded on the Company s books through 1990.

From time to time, the Company may.be . identified as a potent1a11y responsible
party with respect to a Superfund site. EPA (or a state) can either (a) allow such
a party to conduct and pay for a remedial investigation and feasibility study and
remedial action or (b) conduct the remedial investigation and action and then seek
reimbursement from the parties. Each party can be held jointly, severally and strictly
liable for all costs, but the parties can then bring contribution actions against eac
other. As a result of the Superfund Act, the Company may be required to expend amountb
on remedial investigations and actions, which amounts cannot be determined at the
present time but could ultimately prove to .be s1gn1f1cant :

Permits under the Clean Water Act and state laws have been 1ssued for all of the
Company’s steam generating stations now in operation. Such permits are subject to
reissuance and continuing review. -

Air Quality Control

The Company is subject to the Clean Air Act (Air Act), which provides the
statutory basis for ambient air quality standards. In order to maintain compliance
with such standards and reduce the impact of emissions on ambient air qua1ity, the
Company may be required to incur additional expend1tures, the amount of which is not
present]y determinable but which could be s1gn1f1cant, in construct1ng new facilities
or in modifying existing facilities. .

On November 15, 1990, the President signed Air Act amendments. These amendments
will require the Company to reduce sulfur dioxide and nitrogen oxides emissions in two
phases. The Company’s emissions of sulfur dioxide and nitrogen oxides are relatively
Tow in comparison to many other electric utilities. - Nevertheless, the cost impact on
the Company to comply with the amendments will be significant. The Company anticipates
having to install emission monitoring and control .equipment and probably will do
Timited fuel switching to comply with standards applicable to the first phase. In
addition, the Company will probably need to install additional emission controls in
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rder to meet standards for -the-second phase. Full .compliance must be achieved no
.ater than January 1, 2000. The capital cost for compliance, including three
scrubbers, is est1mated at $470 million. Annual operation, maintenance and fuel costs
are estimated to be $140 million. ' :

Nuclear Regu1at1on

All aspects of the operat1on and ma1ntenance of the Company s nuc]ear power
stations are regulated by the NRC. Operating Ticenses issued by the NRC are subject
to revocation, suspension or modification, and operation of a nuclear unit may be
suspended if the NRC determines that the public interest, health or safety so requires.

From time to time, the NRC adopts new requirements. for the -operation and
maintenance of nuclear facilities. In many cases, these new regulations require
changes in the design, operation and maintenance of existing‘nuc1ear reactors. If the
NRC adopts such requirements in the future, it could result in substantial increases
in the cost of operat1ng and maintaining the Company’s nuclear generat1ng un1ts

ITEM 4. SUBMISSION OF MATTERS TO A VOTE 0F
‘ SECURITY HOLDERS

None

PART II

o ITEM 5. MARKET FOR THE REGISTRANT S COMMON. EQUITY
o : AND RELATED STOCKHOLDER. MATTERS _

. A1l of the Company S Common Stock 1s owned by Dom1n1on Resources
Dur1ng 1990 and 1989, the Company pa1d quarter]y cash d1v1dends on 1ts Common

Stock as follows:
: l_t . 2nd 3rd ~  4th

- Min ions)
1990.....c0vivenennn. . $79.1 ¢$ '80.6 $ 81.6 $ 85.5
1989.....civviinnnnn. $ 74.3 S 75.0 $ 75 2 $78.4




- ITEM 6. SELECTED FINANCIAL:DATA'

990 989 1988 1087 1986

(Millions)

Operating TEVENUES....ovvurnenrnennnns $ 3,462 $ 3,459 % 3,098 $ 3,078 ¢ 2,960
0perat1ng income....cvevienans rleeeee 806 . - 759 737 737 . 693
Net income.......cccviviviienivennn. S 450 435 460 .. 456 428
Balance available for Common Stock 392 375 407 407 - 380
Total assets...cveeeeiiieninrneeinnnnns 10,105 10,086 - 9,495 9,256 8,750 -
Total net utility plant............... 8,831 8,498 7,998 7,639 7,228
Long-term debt, noncurrent capital o ‘ f

lease obligations and preferred -

stock subject to mandatory - : . :

redemption...........ceuvesn. weesee.. 4,147 4,331 4,089 4,052 3,978 -
Utility plant expend1tures = ‘ K :

(including nuclear fue]) ......... ERREE 803 905 807 836 835

ITEM 7. HANAGEMENT S DISCUSSION AND ANALYSIS
OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS .

L1qu1d1ty and Cap1ta1 Resources

" The Company’s major sources of financing during 1990 were the issuance of
$200 million of First and Refunding Mortgage Bonds and $200 million of Common
Stock sold to Dominion Resources for the primary purpose of meeting the Company’s
capital needs. From these proceeds, the Company retired $162.0 million of
securities through mandatory debt maturities and sinking fund requirements and
retired an additional $10.1 miilion of high cost debt and preferred stock through
optional sinking fund payments. In addition, the Company redeemed at a premium
all of its outstanding $28.1 million First and Refunding Mortgage Bonds of 1980,
Series A, 12.5 percent, due 2000, $20 million of its First and Refunding Mortgage
“Bonds of 1984, Series C, 12.85 percent, due 2004 and a $4.3 million bank loan,

12.375 percent, due 1995. . The Company utilized the inter-company credit
agreement with Dominion Resources as needed throughout 1990; however, all amounts

borrowed had been repa1d as of December 31, 1990. : |

The Company has entered into agreements through a major commerc1a1 bank for
the limited recourse sale of up to $300 million of the Company’s accounts
receivable. As of December 31, 1990, $150 million of such receivables were
outstanding under these agreements. (See Note C to FINANCIAL STATEMENTS).
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From 1988" to 1990, “the Company S maJor sources of f1nanc1ng were as foTTows

1990 ‘ 1089 1988
: (Thousands) :
- Common Stock......... P ieeensinn $199 978 $ 99,999 $ 34, 994
- Preferred stock..........c..ocoiiiiiiL, . - 75,000 75,000
Mortgage bonds............... ieeeeeienenn v 200,000 - 250,000 .150,000
Medium-term notes ..... eeee eseressnsevarss : 322,000’ 118,000

Funds used in investing act1v1t1es during 1988 through 1990 (most of which

}”were from operating act1v1t1es) were as. foTTows

1990 1989; 1988
(Thousands)
Utility plant expend1tures (excluding AFC- other L :
L 11T £=3) $728,782 $870,186 $743,270
Nuclear fuel expenditures (excluding AFC- other o ‘
funds)......... ceveseees teeeaeeeeeaas eeeenieen " 74,595 34,552 63,444

The Company “has s1gn1f1cant capital requirements' due to its program of
maintenance, upgrading and expansion of facilities, and the.need for working

‘capital and cash requirements for the retirement of maturing debt and sinking

fund obT1gat1ons (see Note M to FINANCIAL STATEMENTS)

‘The 1991 construct1on requirements (excluding AFC) include $706 million for
construct1on expenditures and $74 million for nuclear fuel expenditures. Other
capital requirements are for $111 million of securities due within one year, plus
an additional $35 million of sinking fund. payments. The Company presently
estimates that approximately 64 percent .of its 1991 construction requirements, -
including nuclear fuel expenditures, will be met by internal cash generation and
that the balance will be obtained by a combination of saTes of Virginia Power’s
securities, sales of receivables and borrow1ngs under its inter- company credit

. agreement with Dominion Resources.

Projected construction and nuclear fue]‘expenditures for‘the nekt three years
are $2.8 billion. Actual construction costs may vary from this estimate because

.of such factors as design changes, modifications of environmental regulations,

revised load projections, the cost and efficiency of construct1on labor,

.equ1pment and mater1aTs, and the cost of. capltaT

Results of 0perat1ons

The following is a discussion of results of operat1ons for the years ended

1990 as compared to 1989, and 1989 as compared to 1988

1990 Compared to 198

Operatrng revenues were $2.6 m1111on higher in 1990 pr1mar11y as a resuTt of :
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the rate increase of $64.4 million effective May 1, 1989 and an increase in base
rates effective May 1, 1990, subject to refund, but offset, in part, by decreased
unit sales due to the mild weather in 1990 and a weakening economy and a decrease
in fuel rates effective November 1, 1990. The effect of these items, among
others, on operat1ng revenues is shown in the following table:

Increase (Decrease) From
Prior Years

(Millions)
1990 1989 1988
Kwh sales....coceeiiieeinneneeaconsnns $(80.3) $161.3 § 69.1
Base and fuel rates........... eonees : 80.5 - 196.9 (57.3)
Other, net ........................... 2.4 3.1 7.6
TOtal.sereeeernnenennenennennannnns $_2.6 $361.3 $_19.4

Fuel used in current generat1on decreased in 1990 due to the unava11ab111ty
of the Company s nuclear units in 1989 wh1ch resulted in a more expensive energy
supply mix for that year.

" Purchased and interchanged power, net decreased due to the increased
availability of Company-owned nuclear generation capacity during 1990.

The average fuel cost of energy supply is shown below (a):

Mills Per Kilowatt-hour

) | 1990 1989 1088

NUCTRAF . s e eeeineeeneeenneenneennenn - 5.08  4.30  5.72

Coal-Mt. Storm (m1ne mouth)........... 14.44 13.47 13.12

-Other......... e eaetectirasaaas 15.95  15.59 15.54

0 35.51 29.21 30.04

Purchased and 1nterchanged (b)eeoeeons -26.40 26.15 26.21

B 7 ¥ N 27.99 25.33 26.31

Combustion turbines...........ccvoeet. 47.20 62.01 60.88
Combined cycle.......oiiviinivonennnnns 17.52

Average fuel costs................ oo 13.66 16.04 14.13

Energy supp1y'mix is shown below (a): ’
Estimated _Actual

1991 1990 1989 1988

Nuclear (C)veeverrrennenennnans 32% - 38% 22% 34%
(00 T 1 eeees 45 - 40 ' 47 = 45
0il.eerenieenneenoneaasacananns 2 2 7 4
Purchased and interchanged..... 19 18 23 16
Other.....ciiiiiiiiinnenennnnns 2 2 1 1

100%  100%  100% 100%
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: (a) The tab]e does not 1nc1ude any explicit reference to the Bath County
Pumped Storage Station, which uses e1ectr1c1ty generated from other fuel sources
" to pump water from a va11ey reservoir to another reservoir at the top of an
‘adjacent mountain. . The water stored in the upper reservoir is used to generate
e1ectr1c1ty when the water flows througha hydroelectric generator into the lower
reservoir. -Accordingly, the Bath County Pumped Storage Station may be viewed
as storing previously- generated electricity for later use. Hydroelectric
generat1on is 1nc1uded in. determ1n1ng average fuel costs '

(b) Excludes costs attrtbutable to capac1ty charges pa1d under 1ong -term

power purchase agreements

(c) Exc]udes ODEC’s 11. 6 percent ownersh1p 1nterest in the North Anna Power
Station (see Note D to FINANCIAL STATEMENTS).

Deferred fuel expenses, net increased primarily as a result of the increased
ability of the current fuel factors to recover fuel expenses. In addition, fuel
expenses subject to deferral- accounting were lower in 1990 due -to a more
economical energy supply mix resu1t1ng from the 1ncreased ava11ab111ty of the
Company’s nuc]ear un1ts

Other operatron expenses decreased pr1mar11y as a resu1t of a decrease of .
$10.8 million in industry association dues in 1990 and the establishment of a
regulatory 1iability in 1989 ($11.2 million at December 31, 1989) associated with
the rate treatment of a gain resulting from the 1988 sett]ement of a portion of .
the projected benefit obligation under the Dominion Resources’ Retirement Plan
(the Retirement Plan). : o

1989 Comgared to 1988

0perat1ng revenues were $361 3 m1111on h1gher in. 1989 due pr1nc1pa11y to a

. .$88.5 ‘million increase in 1989 attributable to increased fuel rates, $82.4

million in 1989 as a-result of increased unit sales resulting from new customer
connections, $72.0 million as a result of increased customer usage, $50.0 million
attributable to an increase in base rates, effective May 1, 1989, and the effect
of a one-time refund in 1988 of approximately $80 million attributable to a
reduction of certain deferred income tax ba1ances ordered by the Virginia
Commission.

 Purchased and 1nterchanged power, net 1ncreased 1n 1989 due to the reduced
availability of Company owned generat1on . _

Deferred fuel expenses, net decreased in 1989 because fuel costs subJect to

deferral accounting increased due to a more expensive energy supply mix resulting

from the nuclear unit outages during the year, offset in part by a h1gher 1eve1.
of recovery of prev1ous]y deferred fue1 expenses.

Other operation expenses increased as a result of the 1ncreased operat1on
costs related to the extended refueling and repair outages at Surry Units 1 and
2, and the establishment of a regulatory liability ($11.2 million at December
31, 1989) associated with the rate treatment of a gain resulting from the 1988
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settlement of a portion of the projected benefit obligation under the Retirement

Plan, offset in part by the excellent performance of coaT-fired generating units.

Maintenance expenses increased as a result of the extended refueling and
repair outages at Surry Units 1 and 2 and the normal refueling outages at North
Anna Units 1 and 2 in 1989, offset in part, by the establishment of a regulatory
asset ($19.5 million at December 31, 1989) for nonrecurring costs incurred during
1988 and 1989 associated with the extended outages at the Surry NucTear Power
Station.

Income taxes increased primarily as a result of the one-time refund to
customers in 1988 for .reductions in certain deferred income tax balances as
ordered by the Virginia Commission. For additional information see Note B to
FINANCIAL STATEMENTS. : : . S

Other taxes-operating increased $26.2 million primarily due to $12.4 million
resulting from a change in law which had the effect of increasing the West
Virginia Business and Occupation taxes on power generation, $7.0 million
attributable to increased gross receipts taxes due to increased revenues, $3.3
million for a provision for an estimated Virginia Sales and Use taxes audit
deficiency, which is being contested by the Company, and $3.1 million due to
increased property taxes resulting from an increase in Company-owned property
For additional 1nformat1on, see Note K to FINANCIAL STATEMENTS.

Other income- mrscellaneous, net decreased approx1mate1y $31.4 million as a
result of the income received during 1988 from ODEC to compensate for the 300
Mw load reduction effective January 1, 1988. » ,

Interest on long-term debt increased primarily as a result of the issuance

of First and Refunding Mortgage Bonds and Medium-Term Notes, offset in part by
the term1nat1on -of the Virginia Power F1nanc1ng Trust

FUTURE ISSUES

Recently Issued Accounting Standards

In December 1987, ‘the Financial Accounting Standards Board (FASB) issued

Statement of Financial Accounting Standards (SFAS) No. 96, "Accounting for Income
Taxes." As a result of subsequent amendments, the provisions of SFAS No. 96 must
be adopted by the Company no Tater than 1992.- The objective of the new standard
is to recognize the amount of current and deferred taxes payable and refundable
for all events that have been recognized in the financial statements based on
enacted tax laws at the date of the financial statements. (For the effect of
adopting these provisions, see Note A to FINANCIAL STATEMENTS Significant
Account1ng Policies, Federa] Income Taxes$.)

For information on SFAS No. 106, "EmpToyers Accounting for Postretirement

FINANCIAL STATEMENTS.

Benefits Other Than Pens1ons“ 1ssued by FASB in December 1990, see Note L to
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Utility Rate Regulation-

Rate relief, especially in Virginia, continues to be of great importance to
the Company, and it is a major variable that can materially affect its financial
results. The Virginia Commission fixes rates based on a past test year, and in
a period of increasing costs, such ratemaking methodology causes attrition in
earnings, especially if the utility is engaged in a large construction program.
The Virginia Commission has traditionally allowed certain ratemaking adjustments
that tend to offset such attrition, although in recent cases changes have been
required that have diminished the attrition adjustments to some extent. In its
most recent Virginia rate proceeding,. the Company requested an attrition
adjustment that would mitigate this problem, and the Company will continue to
pursue such a solution. However, failure by the Virginia Commission to. allow
adequate attrition adjustments will have an adverse effect on the Company’s
financial resu]ts

Env1ronmenta1 Matters

‘The Company is subject to increasing costs resulting from a steadily
increasing number of federal, state and local laws and regulations designed to
protect human health and the ‘environment by imposing stringent controls with
regard to planning and construction activities, land use, air pollution, water
pollution, and in recent years by comprehénsively governing the use, treatment,
storage, and disposal of hazardous or toxic materials. These Taws and
regulations affect future planning and existing operations. In response, the
Company has undertaken specific compliance efforts, the costs of which have
historically been recovered through the ratemaking process.

For information on the Clean Air Act and the VNG coal tar site clean-up, see
Air Quality Control and Water Qua71ty Control respectively, under Item 3, LEGAL

'PROCEEDINGS.

Future Soufces.of Power

The Company plans to meet its future generating capacity requirements with
a combination of Company-constructed generating units and purchases from non-
utility generators. Each of these options will play an important role in the
Company’s overall plan to meet projected capacity needs. Recently, Company
construction has proven to be more economical in some instances and purchases
in others.

Other Trends

Operation and maintenance expenses are expected to increase in the future due
to changing regulations and costs associated with customer growth. However, with
its four nuclear units in service at the end of 1990 and only refueling outages
expected, the Company anticipates an economical energy supply mix. The Company’s
buy/build strategy of meeting the growing demand for electric power should
continue to provide a Tow cost energy mix.

Commitments and Contingencies
For more information on commitments and contingencies, see Note M to
FINANCIAL STATEMENTS. :
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REPORT OF INDEPENDENT -AUDITORS

To the Board of D1rectors
of V1rg1n1a Electr1c and Power Company

We have aud1ted the accompany1ng f1nanc1a1 statements of V1rg1n1a Electric
and Power Company (a wholly-owned subsidiary of Dominion Resources, Inc.) as of
December 31, 1990 and 1989 and for each of the three years in the period ended
December 31, 1990 listed in the index ‘on page 21. These financial statements

"and the supp]ementa] schedules discussed below are the respons1b111ty of the
Company’s management. Our responsibility is to express an op1n1on on these
f1nanc1a1 statements based on our audits. '

We -conducted_ our audits in accordance ‘with generally accepted auditing
standards. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free of material
misstatement. An audit includes examining, on a test basis, evidence supporting
the amounts and disclosures in the f1nanc1a1 statements. An audit also includes
assessing the accounting principles ‘used and significant estimates made by
management, as well as evaluating the overall financial statement presentation.
We believe that our aud1ts provide a reasonab]e bas1s for our op1n1on

In our op1n1on, such financial statements present fa1r1y, in a]] material
respects, the financial position of Virginia Electric and Power Company at
December 31, 1990 and 1989 and the results of its operations and its cash flows
for each of the three years in the period ended December 31, 1990 in conformity
.with generally accepted accounting principles. : :

. Our audits also comprehended the supp]ementa1\sthedu1es of Virginia Electric
and Power Company for the.years ended December 31, 1990, 1989 and 1988 1listed
in the index on page 21. In our opinion, 'such supplemental schedu1es, when
considered in relation to the basic financial- statements present. fa1r1y in all
material respects the information shown therein.

DELOITTE & TOUCHE

Richmond;‘Virginia
February 1, 1991
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. REPORT OF MANAGEMENT
The Company’s management s 'responsib1e for all information and .

representations contained in the Financial Statements and other sections of the
Company’s report on Form 10-K. The Financial Statements, which include amounts
based on estimates and judgments of management, have been prepared in. conformity
with generally accepted accounting pr1nc1p1es Other financial information in
the Form 10-K is cons1stent with that in the F1nanc1a1 Statements.

Management ma1nta1ns a system of 1nterna1 account1ng contro]s des1gned to
provide reasonable assurance, at a reasonable cost,. that the .Company’s. assets
are safeguarded against loss from unauthorized use or disposition and that

transactions are executed and recorded in accordance with established procedures. "

.Management recognizes the inherent limitations of any system of internal

accounting control and, therefore cannot provide absolute assurance that. the

objectives of the established internal accounting controls will be met. This
system includes written policies, an.organizational structure designed to ensure
appropriate segregation of responsibilities, careful selection and training of
qualified personnel and internal audits. Management believes that during 1990
the system of internal contro] was adequate to accomp11sh the intended obJect1ve

The Financial Statements have been audited by De1o1tte & Touche, independent
auditors, whose designation was approved by the Board of Directors. Their audits
were conducted in. accordance with.generally accepted auditing standards and
included a review of the Company’s accounting systems, procedures and internal
controls, and the performance of tests ‘and other auditing procedures sufficient
to prov1de reasonable assurance that the Financial Statements are not materially
m1s]ead1ng and do not contain material errors.

The Audit Committee of the Board of D1rectors composed ent1re1y of . d1rectors

who are not officers or employees of the Company, meets per10d1ca11y with the
" independent auditors, the internal auditors and management to discuss auditing,
internal accounting control and financial reporting matters and to ensure that
each is properly discharging its responsibilities. Both the independent auditors
and the internal auditors periodically meet alone with the Aud1t Committee and
have free access to the Committee at any time. :

Management recognizes its responsibility for fostering a strong ethical
climate so that the Company’s affairs are conducted according to the highest
standards of personal and corporate conduct. This respons1b111ty is
characterized and reflected in the Company’s Code of Ethics, which is distributed
throughout the Company. The Code of Ethics addresses, among other things, the
importance of ensuring open communication within the Company; potential conflicts
of interest; compliance with all domestic and -foreign laws, including those

relating to financial disclosure; the confidentiality of proprietary information; -

and full disclosure of public 1nformat1on

VIRGINIA ELECTRIC AND POWER COMPANY

B. D..Johnson ‘
Senior Vice President-Finance
~and Controller :
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VIRGINIA ELECTRIC AND POWER COMPANY

Operating revenues

Operating expenses:

Operation:
Fuel used in current generation
Purchased and interchanged power, net
Deferred fuel expenses, net .
Purchased power capacity expenses
Other

Maintenance

Depreciation

Amortization of terminated construction
project costs

Taxes-Income

-Other

Total

‘Operating income

Other income:
Allowance for other funds used during
construction
Miscellaneous, net
Income taxes associated with
miscellaneous, net

Total

Income before interest charges . . . . . .
Interest charges:
Interest on long-term debt
Other
Allowance for borrowed funds used
during construction

Total

ooooooooooooooooo

Net income
Preferred dividends . . . . . . . . . . ..

Balance available for Common Stock

24

STATEMENTS OF INCOME

For The Years Ended December 31,

1990 1089 1988
(Thousands)

$3,461,500 $3,458,928 $3,097,579
526,400 595,452 562,732
270,062 360, 591 238,676
125,952 (6,989) 38,026
184,870 176,250 158,061
440,755 485,656 414,374
281,249 295436 271,883
373,550 347,646 322,738
49,805 53,061 62,068
- 200,171 187,993 113,055
202,888 204,800 179,042
2,655,702 2,699,896 . 2,360,655
805,798 759,032 736,924
3,335 3,703 1,845
34,930 36,005 71,401
(13,292) __ (5.025) _ (29.297)
24,973 34,683 43,949
830,771 793,715 . 780,873
356,279 344,520 313,625
25,927 16,258 8,757
(1,789) - (2,529) (1,615)
| 380,417 358,249 320,767
450,354 435,466 460,106
58,190 60,226 53,095
$ 392.164 $_ 375,240 $_ 407,011

The accompanying notes are an integral part of the financial statements.



-VIRGINIA ELECTRIC AND POWER COMPANY
BALANCE SHEETS

Assets - :
At December 31,
199 1989
: (Thousands)
~ UTILITY PLANT:
Electric (includes plant under construction of ' o
$691,709 in 1990 and $745,369 in 1989).............. $11,769,900 $11,135,791
Less accumulated depreciation..........covieueeneennnn 3,171,463 2,880,084
, \ ' 8,598,437 8,255,707
Nuclear fuel (less accumulated amortization of . S o :
$661,600 in 1990 and $576,840 in 1989).............. - - 232,331 242,237
Total net utility plant.................. ereeae . _8,830,768 8,497,944
PLANT AND PROPERTY UNDER CAPITAL LEASES
(Tess accumulated amortization of $48,570 in 1990 and -
$41,892 in 1989)...................................; . 38,625 41,536
INVESTMENTS: '
Non- ut111ty property (1ess accumulated deprec1at1on of A
$457 in 1990 and $239 in 1989)...........cciuuennn, 10,329 5,528
Notes receivable....ccveiriiiiiiiriieeeeennenocenconns 21,115 25,959
Pollution control project funds....; .................. , 5,617 40,151
Nuclear decomm1ss1on1ng trust funds ................... 125,432 98,920 -
Other...iieiiieeieeiveeneanaenss e etetetecrestaetaanas 1,314 1,838
Total net investments........coivieeiieiiiivenn, 163,807

CURRENT ASSETS: o .
o - | e ' 19,267

Accounts receivable, net (less allowance for doubtfu]

accounts of $1,054 in 1990 and $1,148 1n 1989)...... 208,000 .
Accrued unbilled revenUES...ccveeeteveeeersrcsosccoannns . 90,243
Materials and supplies at average cost or less: :

Plant and general................ ereeececteenseennas - 184,202

Fossil fue]........................................; 160,403
02 1T Cereeean 51,955

Total current assets .............................. . 714,070

DEFERRED DEBITS AND OTHER ASSETS: ,
Terminated construction project costs (1ess
accumulated amortization of $460,511 in 1990 and

$410,706 in 1989) ... ccetiinrricnecnssenecconnnnnnns - 218,177
Deferred fuel BXPENSES. ..ttt ttetaiiatiii e 16,125
01T e 123,834

Total deferred deb1ts and other assets ............ _ 358,136
Total assets........... et rrieaaaaae $10,105.406

172,396

17,977

353,773
177,304

172,981
99,928

35,602

857,565

246,992
142,077

__ 127,023
516,002

$10,085,533

The accompanying notes are an integral paff of the financial statements.
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VIRGINIA ELECTRIC AND POMER COMPANY
’ ‘ BALANCE ‘SHEETS
Capitalization and Liabilities

| e s : , At December 31, -

1990 1989
(Thousands)
CAPITALIZATION

Long-term debt (see Statements. of Cap1ta11zat1on) ...... $ 3,817,403 $ 3,977,649

Preferred stock subject to mandatory redemption.:..... o .- 296,718 - 318,652

Preferred stock not subject to mandatory redempt1on ... 469,014 ' 469,014

Common stockholder’s equity: : o I ‘ 'i
. Common Stock, NO par.....ccveiivieeieeeennn hesesans ‘2,398,320 2,197,506
Other paid-in cap1ta1................;.ul.,.m;..,... . 17,208 - 17,985
. "Earnings reinvested in business............... ceean 1,043,810 980,606

~Total common stockho]der 'S equ1ty...‘ ....... e "3,459,338 3,L96,097

Total cap1ta11zat1on.;.Lﬁg}:..ﬂ{..f.....;..\ ....... | 8,042,473 .7.961.412
OBLIGATIONS UNDER CAPITAL LEASES..;Q.}.L..' ......... e L 32,685 - ‘34;667
CURRENT LIABILITIES: : :

Securities due within one year (see Statements of o ’

’ Capitalization)......oviiiiiiiiiiinnvnrneanecarenss 145,658 159,976
Short-termdebt......coiviiiiiiiiiiii i ittt iiiene 118,587 39,295
Obligations under capital leases due within one year.. 6,050 - 6,869
Accounts payable, trade......ccoviiiiiiiiinnininnnnnss 192,940 - 197,407
Cash due to banks.....civuiiitnniiiiiiininierenennnnns - 49,940 © 49,424
Customer deposits.......covvvvenenn. et ssenssaeann cenns 46,255 - 43,645
Payrolls accrued.........ccovnn... et ereterecaceennn 46,460 46,131
Taxes accrued............. ittt e weee 17,949 93,856
Interest accrued........ Ceeeeceeertentaaaaas eeeeeneas 107,609 104,958
0 1= ORI ! 78,548 70,366

Total current liabilities........covvunn. P ' 809,996 811,927
DEFERRED CREDITS AND OTHER LIABILITIES:

Accumulated deferred income taxes: ’ ’ : '
Liberalized depreciation.............covivuannn.n. | 713,799 695,963
Terminated construction project costs............... 25,432 27,439
Other. .. iiiiiiiiii i iiiiiiieeetneensnesoerononcnnns 85,929 129,771

Deferred investment tax cred1ts .............. [P N 363,651 385,341

Other. . .civiiiiieiiiiereseeeneessoissnainennnnans SN 31,441 39,013

Total deferred cred1ts and other 11ab111t1es...,., 1,220,252 1,277,527
COMMITMENTS AND CONTINGENCIES .. o o o
| Tota] capitalization and 11ab111t1es......, ....... $10,105,406 $10,085,533
' The accompanying notes are: an.integra] part of the financia1 statements.
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~ VIRGINIA ELECTRIC- AND POMER COMPANY
STATEHENTS OF EARNINGS REINVESTED IN BUSINESS ‘

For the Years Ended December 31 .

- 1990 1989 1988
" (Thousands)
_ Balance at beginning of year............... $ 980,606 $ 910,335 $ 795,107
Net income (see Statements of Income)...... 450,354 435,466 : _ 460,106
Total.......... eeeeenn e aenseeeaeenns 1,430,960 1.345,801 1,255,213
Cash dividends: ‘
Preferred stock subject to mandatory :
redemption......cciiiiiiiiiiincnnenanns 26,365 28,668 - 30,480
Preferred stock not subject to mandatory : o
redemption............... eeeeeseseannas . .32,560 - 31,234 23,646
Common StoCK....oevvrinneneeionennnnnns . 326,862 - 302,994 - 289,101
Total dividends............... .00t 385,787 362,896 343,227
Other deductions, net........cooevvivenvnn. 1,363 : 2,299 1,651

Balance at end of year.........cecveeeennn. $1.043.810  $__980,606 $__910.335

The accompanying notes are an integral part of the financial statements.
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‘. » ' | VIRGINIA ELECTRIC AND POHER COMPANY
‘ . STATEMENTS OF CASH FLOWS:

1990 1989
(Thousands)
Cash Flow From Operating Activities: __— P S
Net inCOmE....covvininnenninnnnnnnnnannas it teereaae e $ 450,354 $ 435,466
AdJustments to reconcile net income to net cash provided o T -

- . by operating activities: o . ) . L
Depreciation and amortization........ e reieierieaseeaas ' 515,232 458,372
Allowance for other funds used during construction..... . (3,335) (3,703)
Deferred iNCOME TAXES.....vveereeivenererrernoninennnne. - (35,823) 35,358
Deferred investment tax credits, net................... ' . -"(21,690) (24,279)
Partial settlement-pension plan....iccovvvieevnnnn.. . : L 11,200
Noncash return of terminated construction project o .

COSES-Pretax ....cvvereeineeineeninnnanenneeennannnas o (22,128) . -(24,980)
Deferred fuel expenses.........ceeiiveenenrereeneneanns - - 125,952 _ (6,245):
Changes in current assets and Tiabilities(*): ] e g c-

Accounts receivable........cvvieiiiiiiinnernnnnns e o 145,773 - (40,616)

Accrued unbilled TEVENUES. ....ovvrererenenenenenniiins . '87,061 (42,885)

Materials and suppliesS.......cveeeiiiiivnnnnnnn. ceee {71,696) {24,528)

Accounts payable, trade........ e eieveree e eaaas L . (4,487) -{5,539)

ACCTUEd EXPENSES. ... tuveeeiurrnrernenroersneenesnnces o (72,927) . 66,311
Other......... ettt iet e ettt ettt e o 7.277 ©'(13.976)

Net Cash Flow From Operating Activities.................. ceee . 1,099,583 819,956
Cash Flow From (To) Financing Activities: B S ‘ REREE
Common StOCK. .. vvviiiveriereorerereosenoossnsosncsssananss - 199,978 99,999
Preferred stock.......ovviiieniiiniineeninannans Ceeees e - L .- . 75,000
Long-term debt............. e et treeeeeenear e ianaaien 7 ' 200,000 - ‘592,589
Short-term debt....oivviieniireeeenerneeneneeninneans <o e (7,227) 3,655
Inter-company credit agreement...............cccuveinaie. b . (84,000) 55,500 .
Repayment of long-term debt and preferred stock............ =~ (224,526) (350,501)
Common Stock dividend payments............cvvvvaennn PR . (326,862) (302,994)
Preferred stock dividend payments.........ccevvevuinnnannnn. C (58,925) (59,902)
Principal payments under cap1ta1 lease obligations......... - - (6,957) - - (8,301)
Other...w.......,..., ........................................ L (2.299)} (2,904)
Net Cash F]ow From (To) F1nanc1ng Activities................. S {310,818) - 104,141
Cash Flow (Used in) Investing Activities: . =~ ' - ' L
Utility plant expenditures (excluding AFC-other funds) ..... (728,782) (870,186)
Nuclear fuel (excluding AFC-other- funds)................... . (74 595) (34,552) .-
Pollution control project funds......... eeereaneaneanns e e 34,534 46,911 .
Nuclear decommissioning trust funds................ PP o (26,512) (29,841)
Other................................................; ..... . 7,880 (29,008)
Net Cash F]ow (Used in). Invest1ng Activities..... e o (787,475) - [916,677)
Increase in cash and cash equ1va1ents ........................ : " 1,290 7,420
Cash ‘and cash equivalents at beginning of year.......:....... . 217,977 . - 10,557
Cash and cash equivalents at end of year................. S .. $__19.267" $ 17,977

. For the Years Ended December 31,

(*) Does not. include recTass1ficat1on as current Tiabilities of maturing 10ng-term debt and cash s1nk1ng fund

v

ob11gat10ns of debt and preferred stock as follows: 1990-$145,658; 1989-$159,976; and 1988- $114 622

The accompanylng notes are an integral part of the f1nanc1a1 statements

1988

$ 460,106

489,928
(1,845)
(27,843)
(10,270)
(17,287)

(27,995)

37,976

*(36,549)

(12,733)
87,341
47,905
32,961

15,011

1,037,606

34,994
75,000
273,258

(267,095)

- {289,101)
(54,126)
(6,009)
(13,535)

(251,778) -

(743,270)
"~ (63,444)
.- 34,613
(24,839)

11,170

©_(785,770)
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'VIRGINIA ELECTRIC AND POWER COMPANY

STATEMENTS.OF‘CAPITALIZATION .

Long- ~term debt:
First and refunding mortgage bonds (1)
Series P, 4.625%, due 1990
Series Q, 4.875%, due 1991
Series R, 4.375%, due 1993
Series S, 4.5%, due 1993 - . . . . . . . .. ..
1984 Series A, 13.3%, due 1994
‘1984 Series B, 13.25%, due 1994
1987 Series B, 9.375%, due 1994
- Series T, 4. 56, due 1995 ... . . . . . . . «. .
Various serles, 5.125%-15.75%, due 1996- 2000
- Various ser1es, '7.375%-10%, due 2001-2005 . . .
Various ser1es, "6.75%-10. 25%, due 2006-2010 . .
Various series, 8.5%-9.875%, due 2016-2020
Total first and refunding. mortgage bonds
Other long-term debt: .
Bank loans, notes and term Tloans:
Fixed interest rate, 7.4%-10.8%, due 1991- 2003
Pollution control financings:
.Fixed interest rate, 5.625%, due 2002 .
Money Market Municipals, due 2008-2017 (2)
Inter -company credit agreement (3) -
Nuc]ear fuel f1nanc1ng (4)

ooooooooooooooo

Tota] other 1ong -term debt ..............

Less amounts due within one year
First and-Refunding Mortgage Bonds
Bank Toans, notes and term loans

Sinking fund ob11gat1ons (5)
Tota] amount due within one year

Less unamortized d1scount net of prem1um L
~ Total long-term debt

Preferred stock i'; . . .’;:. e e e e e e

Less amounts due within one year s1nk1ng fund
obligations
~ Total preferred stock

Common stockholder’s equ1ty (6) .‘.‘._.M, e e

Total cap1ta11zat1on

(Continued)
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At December 31'

1990 1989
(Thousands)
S '$ 25,000
$ 30,000 30,000
© 30,000 30,000
29,985 29,985
. 66,000 ° 66,000
75,000 75,000
100,000 - . 100,000
56,600 " 56,600
735,740 776.740
. 434,500 461,250
572.000 - - 582.000
700,000 . __500.000
$2,829,825 ' 2.732.575
‘1717,680‘ 809,823
21,000 21,500
388,600  388.600
L 84. 000
. __86.519
1,127,280 - 1,390,442
| 3,957,105  4.123.017
30,000 25,000
80,575 86,910
170000 . 22,783
127,575 134,693
: 12,127 10,675
°3.817.403  3.977.649
783,815 . . 812,949
.~ 18,083  __ 25,283
765.732 787.666
. 3.459.338 3,196,007
| $8,042,473 $7,961,412




VIRGINIA ELECTRIC AND POWER COMPANY
~ STATEMENTS OF CAPITALIZATION
(Continued)

(1)Substant1a11y all of the Company’s property is subject to the 11en of its
mortgage, securing its First and Refunding Mortgage Bonds.

(Z)Interest rates vary based on short-term tax- exempt market. rates.
Pollution control bonds subject to remarketing within one year are classified
as long-term debt to the extent that the Company’s intention to maintain the debt
is supported by long-term ‘bank commitments.

(3)Under the terms of an agreement w1th Dom1n1on Resources, the Company may
borrow funds from Dominion Resources on a daily basis and repay all or any part
of the loan at any time during the term of the agreement, presently due to expire
on July 1, 1992. Borrowings under the agreement are limited to $300 m1111on
The we1ghted average interest rate for 1990 was 8.12 percent.

(4) ‘In October 1987, VP Fuel, a who]]y-owned subsidiary of the Company,
entered into a four-year standby revolving credit agreement, in support of its
commercial paper financing of nuclear fuel used at the Company’s -Surry Power
Station. Subject to .the terms of the revolving credit agreement, which is
unconditionally guaranteed by the Company, VP Fuel may borrow and reborrow up
to $200 million at any one time, minus the aggregate amount of outstanding
~commercial paper. The weighted average interest rate for VP Fuel financing in
1990, - including bank facility fees, was 8.54 percent. The standbyrrevo1ving
‘credit agreement which supports the related commercial paper expires in October
5991 therefore, the total outstand1ng amount has been classified as short-term

ebt , >

(5)$8,133,250 of the annua] S1nk1ng fund requ1rements on the First and
Refunding Mortgage Bonds may be satisfied by waiving the privilege to issue an
equal amount of bonds .and by subst1tut1ng property therefor - The Company intends
to exercise' such waiver .in 1991. ,

- (6)Common Stock was represented by 156,049 shares outstanding at December
31, 1990 (300,000 shares authorized).

. Maturities (including preferred stock cash.stnking fund ob1igatidns) through
1995 are as follows: 1991-$145,658,400; 1992-$93,208,400; 1993-$169,818,300;
1994-$331,833,400; and 1995-$176,383,400. S .

. The accompanying notes are‘an integraI part of the financial statements.
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VIRGINIA ELECTRIC AND-POHER COMPANY
NOTES TO FINANCIAL STATEMENTS
A. Significant Accounting Policies:
General:

The Company’s account1ng practices are prescr1bed by the Uniform System of
Accounts promulgated by the regulatory commissions having jurisdiction and in

accordance with generally accepted account1ng pr1nc1p1es applicable to regu]ated _

industries.

The Company is a wholly-owned subsidiary of Dominion Resources, a Virginia
corporation. - The financial statements .include the accounts of the Company and
VP Fuel, with all significant 1nter company transact1ons and accounts being
eliminated in conso]1dat1on

Revenues:
Operating revenues are recorded on the baS1s of service rendered
Utility Plant and Deprec1at1on. ' |

Ut111ty plant is recorded at or1g1na] cost wh1ch 1nc1udes 1abor, materials,
services, AFC and other indirect costs. : s

Depreciation of-uti]ity plant (other than nuclear fuel) is computed on the
straight-line method  based on projected useful service lives.  The cost of
depreciable utility plant retired and the cost of removal, less sa1vage, are
charged to accumulated depreciation. The provision for depreciation is based
on weighted average depreciable p]ant using a rate of 3.2 percent for 1990, 1989
and 1988

The cost of ma1ntenance and repa1rs is charged to the appropr1ate operat1ng
expense and clearing accounts.- The cost of additions and rep]acements is charged
to the appropriate utility plant account, except that the cost of minor add1t1ons
and replacements: is charged to ma1ntenance expense.

Nuclear Decomm1ss1on1ng.

Based on the most recent decommissioning cost study completed in 1990, future
decommissioning costs for the Company’s four nuclear-units are approximately $854
million, as measured in 1990 dollars. Funds collected in 1984-1990 have been
placed in a special trust in order that the Company may avail itself of certain
federal income tax benefits. Pre-1984 collections have been placed in a separate
trust. Trust funds will be invested with earnings generated and accumulated in
the trusts for funding of future decommissioning obligations. Additional funds

needed for decommissioning will be collected as approved by the jurisdictional.

regulatory commissions. The accumulated provision for decommissioning of $125.4
million and $98.7 million is included in Utility Plant Accumulated Depreciation
at December 31, 1990 and 1989, respectively. Provisions for decommissioning of
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$21.0 mi1lion, $21.3 million and $21.2-million applicable to 1990, 1989 and 1988,
respectively, are included in Depreciation Expense.

Nuclear Fuel:

Operating expenses include amortization of nuclear fuel, which is provided
on a unit of production basis sufficient to fully amortize, over the estimated
service life, the cost of the fuel plus future storage and disposal costs.

Federal Income Taxes:

The Company files a consolidated federal income tax return with Dominion
Resources. ' ’ S '

The Company’s practice is to reduce the current provision for federal income
taxes to reflect the tax benefit resulting from the use of the accelerated
depreciation methodology for property additions. Prior to 1974, the Company
flowed through to income the tax effect of most timing differences between book
and tax accounting. Effective with property additions placed in service in 1974,
deferred income taxes have been provided on the effects of accelerated
depreciation and, subsequently; deferred taxes have been prov1ded on most other
timing d1fferences between book income and federal taxable income to the extent
permitted by the regulatory commissions having jurisdiction.

To the extent timing differences have arisen in prior periods which have not
been normalized, the tax increase or decrease will be recorded when the timing
differences reverse. The Company’s only significant non-normalized timing
difference pertains primarily to accelerated taX‘depreciation of plant placed
in service prior to 1974. Deferred tax provisions have not been recorded on
these timing differences (with the exception of FERC jurisdictional operations)
because they are not allowed for ratemaking purposes. As of December 31, 1990,
the cumulative net amount of such timing differences was approximately $739.6
million. The tax effect of this amount is not recorded currently, but such costs
are expected to be reflected in rates when the timing differences reverse.

Deferred investment tax credits are being -amortized over the service lives
of the property giving rise to such credits. The Tax Reform Act of 1986 repealed
the investment tax credit, -effective January 1, 1986, except for certain
transitional property qua11fy1ng for the credit that exp1red effective January
1, 1991.

In December 1987, the FASB issued SFAS No. 96, "Accounting for Income Taxes."
As a result of subsequent amendments, the- provisions of SFAS No. 96 must be
adopted by the Company no later than 1992. The objective of the new standard
is to recognize the amount of current and deferred taxes payable and refundable.
for all events that have been recognized in the financial statements based on
enacted tax laws at the date of the financial statements. Implementation of the
standard may be accomplished by either restating financial statements for prior
periods or reporting the cumulative effect of the change in income of the current
year.

The Company -has preliminarily determined that the net effect provided by
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adoption of the standard will be the recording of additional deferred income tax
liabilities on the Company’s balance sheet. These additional deferred income
tax liabilities represent the tax effects of those differences between book
income and federal taxable income for which deferred income taxes have not been
provided .and differences in bases of assets and 1iabilities for book and income
tax purposes. At the time the Company records these additional deferred income
taxes, a reguiatory receivable will also be recorded. The Company will recognize
the tax effects in future customer rates when such differences reverse. Based
on the provisions of the existing standards, the Company has preliminarily
determined that the adoption of the standard will increase earnings by
approximately $13 million. ' ,

Allowance for Funds Used During Construction:

The applicable regulatory Uniform System of Accounts defines AFC as the net
cost during the construction period of borrowed funds used for construction
purposes and a reasonable rate on other funds when so used.

The Company separate]y determines rates and reports amounts applicabie to
borrowed funds, calculated on a net-of-tax basis, and to equity funds. Aggregate
AFC rates of 9.0 percent, 8.95 percent and 8.89 percent were used for 1990, 1989
and 1988, respectively. Substantially all of the Company’s construction work
in progress is now included in rate base, and a cash return is collected
currently thereon. ‘

Deferred Fue] and Capacity:

Approximately 78 percent of fuel expenses is subject to a deferral method
of accounting. Under this method, the difference between actual fuel expenses
and the level of fuel expenses included in current rates is deferred and matched
against anticipated future fuel-related rate increases.

During 1987, the Company, based on regu]atory authorization, deferred
approximately $33 million of capacity charges in excess of the level of such
charges included in base rates. Subsequently, in Virginia’s base rate
proceeding, the Company sought recovery of these deferred capacity charges over
a two-year period On December 30, 1988, the Virginia Commission denied recovery
of these costs 1n its Order. As a resuit these capacity costs were expensed
in 1988. : :

Pollution COntroi Proaect Funds:

Po]iution control prOJect funds represent unexpended proceeds, plus interest
earned thereon, from the sale of pollution control securities. These funds are
p]aced in a trust for the benefit of the Company, until the Company requisitions
monies from the trustee for the reimbursement of quaiified project expenditures.

For. certain regulatory jurisdictions, investment earnings generated from the
unused portion of such funds are recorded as interest income.

Statement of Cash Flows:
For purposes of the Statement of Cash Flows, the Company considers cash and
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cash equivalents to include cash on hand and temporary 1nvestments purchased with

an initial maturity of three months or less.
Reclassification:

Certain amounts in- the 1989 and 1988 -financial
recTass1f1ed to conform to the 1990 presentation.

B. Income Taxes-

Detai]s of income tax expense are as follows:

statements have been

' $.213.463 $_193,018.

Years
1990 1989 19
(Thouéands)
Current expense: '
L Ye 1) - $ 248,483  $168,005  $ 151,727
L] - R 4,253 2,865 2,274
$_252,736 170,870 154,001

‘Deferred expense-federa]:

Plant related items: : ‘
Liberalized depreciation.........covviiiiiiiiiinnenenn 50,092 69,672 58,808
Indirect construction CostS....v.eeiereinieecerennenenn. (20,451) (20,854) (13,924)
Cost of removal-property retirements........... eeeranas ’ 4,664 5,501 4,788
Nuclear decomnissioning costs..... e ereeerrereeaaans . (343) (188) . 1,928
L0 T i (1,633) 3,189 '(2,439)

Deferred fuel adjustment.........covvvvnrinnnnnnnnnnennnns . (42,823) 2,297 (15,167)

Unbilled revenues..........c.vvvvinn. A, e : (4,127) (4,127) (4,127)

Terminated construction project costs ..................... (10,613) (13,142) (15,976)

CuSLOMEr ACCOUNLS TESEIVE. .. .'uuierrreernrennnennnnnnenans (6,579) 3,474 - (333)

Reduction of certain deferred tax balances pursuant to ‘
regulatory order (*)......ovviiiiiinniiiiinerinnnnnnnnss (2,005) (4,908) (49,062)

114 3,236 . 486 4,827

: ‘ 30,582) 41,402 (30,676)

Deferred investment tax credits

BrOSS . et ttttenreernnenesstonanasssasassoncnnnneannnnnnnns (4,328) (5,644) 10,969
Amortization...... S _(17.655) _(18,635)  _(21,239)
Net deferred investment tax credits...........cvvvvvvennnn. _(21,983) _{(24,279) _(10,270)
Income tax expense-operating income...........ccvveeennanan 200,171 ° 187,993 13,055
Income tax expense associated wifh‘nonoperating 1ncdmé: ' ‘

"Current expense: : ‘ ' ,
Federal. . ittt ettt it isetttnnnaeraesanacnas 17,988 10,867 26,068
13 73 4 N 252 202 396
o , _ 18,240 11,069 26,464
Deferred expense-federal.................. P ieeeeeas Lo (5,241) (6,044) 2,833
Net deferred investment tax credits-amortization........... 293 -

Income tax expense nonoperating income..................... 13,292 5,025 29,297

-Total income tax EXPENSE. s eiierrrereeennnanans eeeteeneaas ; - $_142,352

(*) Represents the effect of a refund to customers for a reduction in certain deferred income tax ba]andes
as ordered by the Virginia Commission, including sett1emgnt with county and municipal customers.
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Total federa] income tax expense differs-from the amount computed by applying
the statutory federal income tax rate to pretax income for the following reasons:

Years

1990 . 1989 ‘1988 g
X of . X of X of
- Pretax © Pretax Pretax

Amount Income Amount Income Amount Income
(Thousands, except percentages)
Computed federal tax expense at

statutory rate on income (1)................ $224,166 34.0% $212,642 34.0% $203,928 34.0%
Increases (decreases) resulting from: : : . :
Utility plant differences (2)............... (842) (0.1) 6,876 1.1 (2,753) (0.5)
Ratable amortization of investment :
tax creditS. . veieiiiiinieiiiierienienenas (17,363) (2.8) (18,635) (3.0) (21,238) (3.5)
Reduction of certain deferred tax balances ,
pursuant to regulatory order (3).......... (2,005) (0.3) = (4,906) (0.8) (49,062) (8.2)
Terminated construction project
COSES (2)eeiivereiiiiiieernennnnnnnnnnn 9,363 1.4 8,285 1.3 8,880 .1.5
Other, net....cvvviinrieiinroreneeneerennnanns (4,362) (0.7) (14,311) (2.2) (73) 0.0
; (15,209) f{2.3) (22,691) (3.6) 64,247) (10.7)
Total federal income tax expense .............. $208,957 31.7% -3$189,951 30.4% $139,681 23.3%

(1) Net income plus total federal income tax expense.

(2) Items for which deferred taxes had not been provided in prior years, net of amort1zatlon of certain
deferred tax provisions recorded at h1gher levels than the current statutory rate.

(3) Represents the effect of a refund to customers for a reduction in certain deferred income tax balances
as ordered by the Virginia Commission including settlement with county and municipals customers.

C. Sale of ReceinabIes:

In December 1990, the Company entered into agreements to sell, with limited
‘recourse, certain customer accounts receivable, including unbilled amounts,
through a major commercial bank. The agreements expire December 10, 1991 unless
terminated prior to that date by the Company or renewed upon proper notice to
the purchasers. The agreements allow.the Company to sell up. to $300 million of
receivables at any .time. An undivided interest in new pools of accounts
receivable may be sold at the discretion of the Company as previously sold

interests are collected. As of December 31, 1990, $150 million of accountS—

receivable were outstanding under these agreements.

The Company has provided for, in its accounts, the probable level of
anticipated uncollectible accounts receivable, for which it ‘retains

responsibility under the recourse provisions of these arrangements. In the event

the entire undivided: interest sold becomes uncollectible, the Company’s
obligation under the recourse provisions would be Timited to five percent of the
purchaser’s undivided interest.
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. D. Jointly Owned Plants:

The following information re1ates to the Company s proport1onate share of
Jo1nt1y owned plants at December 31, 1990:

Bath County ,North Anna Clover

‘Pumped Storage Power Power
Station Station Station
Ownership interest...........ccc00 60.0% 88.4% .. 50.0%
o . (Millions) '
Utility plant in service.......... $1,069.6 $2,139.4
Accumulated depreciation.......... .108.7 989.1
Construction work in progress..... . 2.6 . 185.3 . $42.9

The co-owners are obligated to pay their share of all future construction
expenditures and operating costs of the jointly owned facilities in the same
proportion as their. respective ownersh1p interests. The Company’s share of
operating costs is classified. in the appropriate operating expense (fuel,
maintenance, depreciation, taxes, etc. ) in the Statements of Income.

E. Term1nated &onstruct1on Proaect Costs:

Costs, net of taxes, 1ncurred in connect1on with term1nated construct1on

projects are summarized as follows:
Unamort1zed-

. . ) ) . Balance At . Pericd of
) - " HNet Cost’ - December 31,  Amortization
Nuclear Unit Date Construction Terminated Incurred 1990 In Rates
" (Thousands)
North Anna 3 November 1982 $387,583 - $185,446 - (*)
North Anna 4 _ November 1980 . - : 85,641 C - 7,280 : o 10 years

Surry 3 & 4 - - March 1977 = . 54,611 S o1 - 10 years

( } The.amounts deferred are being amortized over 15 years for Virginia and FERC Jur1sd1ct1ona1 customers
and over a ten-year.period in the North Car011na jurisdiction.

F. Short-Term Debt: .
Daily

Year End : - Average Qutstanding
Interest C Interest ‘Nax imum
Maturity Amount Rate{a} - Amount Rate{a) = Outstanding
: ) : (Thousends; except percentages) . - . -
‘ 1990 - T : S , .
Nuclear fuel financing..... e ~ (b) $118,587 (c) (c) 8.30x  :  (c)
1989 S .
Nuclear fuel financing....... (b) $ 39,295 (¢) (c) 9.46% (c)
Real estate notes............ (d) . $ 525 10.00% $ 825
Total...ovvvnrnieiivnnnnn. $.39,295
1988 - - ,
Nuclear fuel financing....... . (b) - $ 34,815 {c) - (c) - 7.66% (c)
Real estate notes............ (d) 825 10.00% $ 2 10.00% $ 825

Total........ eereeeenanaes .$.35,640
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(a) Weighted average.
(b) Maximum 270 days.

(c) The total amount of commercial paper outstanding under this arrangement at December 31, 1990, 1988 and
1988 was $118.6 mi1lion, $125.8 million and $100.7 million, respectively. The totals include amounts classified
as other long-term debt of $86.5 mi1lion and $65.9 million at December 31, 1989 and 1988, respectively (see Note
(4) to the Statements of Capitalization). The standby revolving credit agreement which supports the related
commercial paper expires in October 1991; therefore, the total outstanding amount has been classified as short-
term debt.

{d) Maximum 364 days.
G. Leases:

The Company has leases for certain property and equipment that meet the
criteria for capitalization under the provisions of SFAS No. 13, "Accounting for
Leases," which require recognition of all capital leases. Plant and property
under capital leases at December 31, 1990 and 1989 included the following:

1990 1989
_ (Thousands)
Combustion turbines.....cooeieiiiiiienenennnnnn. $42,051 $42,601
Office buildings (*)....cvivieiiinnrerncncennnns ‘ 40,827 40,827
Data processing equipment..........ciiviiiinnnsn 4,317
Total plant and property under cap1ta] leases.” =~ 87,195 83,428
Less accumu1ated amort1zat1on ................... 48,570 41,892

Net plant and property under capital leases..... $38,625 $41,536

(*)The Company currently leases one building from its parent, Dominion
Resources. The capitalized cost of the property under that lease, net of
accumulated amortization, represented $28.5 million and $29.2 million at December
31, 1990 and 1989, respectively. Rental payments for such lease were $3.0
million for each of the three years ended December 31, 1990, 1989 and 1988.

The Company is responsible for expenses in connection with the leases noted
above, including insurance, taxes and maintenance.

Future minimum lease payments for each of the next five years and in the
aggregate under noncancellable cap1ta1 leases and for operating leases that have
initial or remaining lease terms in excess of one year as of December 31, 1990,
are as follows: :

Capital Operating
" Leases . Leases
(Thousands)
L $11 155 ' $ 6,501
0 eeeranseeen 4,711, 3,364
T X R 4,711 2,136
T P 4,711 1,714




Total future minimum lease payments........... 66,666 $19,008

Less interest element included above.......... 25,958
Present value of future minimum lease payments $40,708

Rents on leases have been charged to other operation expenses and include the

fo110w1ng
199 1989 198
(Thousands)

Interest on capﬁta] lease obligationé ......... $ 3,014 $ 3,271 $ 3,723
Amortization of property under capital leases. 4,695 4,402 4,417
Rental expense relating to capital leases..... - 71,709 7,673 8,140
Rental expense relating to operating leases... 9,330 10,450 10,878
Less: sublease rents...............oiiiiit, 57 _56 59
Total . iieiiiiiiie ittt ieeeeeennnennoonennnns $16,982 $18,067 $18,959

H. Preferred Stock Subject to Mandatory Redemption:

Preferred stock subject to mandatory redemption, $100 1iquidation preference,
at December 31, 1990, was represented by the following:

Annual
. Sinking Fund
, Requirements
‘ Entitled Per Share at $100 Per
Upon Voluntary Liquidation Redemption Share
Authorized and And Thereafter To
Outstanding Amounts Declining
Dividend Shares Amount Through In Steps To Shares
$7.30 500,000 $107.30 4/14/93 $100.00 after 4/14/02 (a)
7.325 456,419 101.00 28,000
7.58 600,000 107.58 6/19/92 100.00 after 6/19/93 (b)
8.20 360,000 102.87 9/20/91 100.41 after 9/20/96 30,000
8.40 544,000 103.92 3/31/91 ~°100.00 after 3/31/04 32,000
8.60 240,598 105.00 12/19/92 100.00 after 12/19/97 11,834
8.625 222,000 104.32 6/20/91 100.00 after 6/20/02 18,500
8.925 175,000 105.66 9/20/91 100.00 after 9/20/09 10,500
10.25 50,000 10l1.00 50,000
3,148,017

Less shares
due within
one year 180,834

Total 2,967,183
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'(a) 15, 000>shares'annua11y commenctng tn June 1992
(b) 120 000 shares annua]]y commencing 1n June 1992

Maturities through 1995 are as fo]lows 1991- $18 083 400 1992 $26 583 400
1993-$26, 583 400; 1994 $26,583,400; and 1995-$26,583, 400 :

‘In 1990, 10, 500 shares of the $8 925 Dividend Preferred Stock were redeemed

through an opt1ona1 s1nk1ng fund

In 1989, 47 581 shares of the $7. 325 D1v1dend Preferred Stock and 10,5060

' shares of the $8'925 D1V1dend Preferred Stock were redeemed through an opt1ona1

s1nk1ng fund.

In 1988, 32, 000 shares: of the $8.40 D1v1dend Preferred Stock. were redeemed

through an optlonal 31nk1ng fund.

The total number of author1zed shares for all preferred stock is 10,000,000

shares. Upon 1nvo1untary liquidation, all presently outstanding preferred stock
is entitled to rece1ve $100 per share plus accrued dividends. Dividends are
cumulative. ‘ o

I. Preferred Stock Not Subject to Mandatory Redemptidn-

Preferred ‘stock. not - subJect ‘to mandatory redemption, $100 11qu1dat1on.‘

| preference, at December 31 11990, was represented by the fo]10w1ng

‘ Entitled Per
Authorized Share Upon Voluntary

o . And 0utstand1ng "Liquidation Redemption
.. Dividend - .- ~:  Shares - Amount
$5.00 . S - 106,677 $112.50
4,04 Y 7 2 12,926 Ca 102.27
4.20 coe e 14,797 - 102.50
4,12 g ' ' 32,534 - . . 103.73
4.80 : ‘ 73,206 = 101.00
71.72 - S T S 350,000 - 101.50
7.45 , 400,000 - . 101.00
7.20 ' o - 450,000 = ’ 101.00
7:72 (1972 Ser1es) R S - 500,000 © -+ 101.00
Money Market Preferred ’ - o S
(January 1987 Series) (*)- _ 500,000 ; 100.00
Money Market Preferred - R - ) ‘
(June 1987 Series) (*) ~+ .~ 750,000 - 100.00
Money Market Preferred S ' ‘ ' o
(October 1988 Series)(*) : 750,000 - 7100.00
Money Market Preferred ' o . ‘
(June 1989 Ser1es) (*) 750,000 . 100.00 -
Total . 4.690,140 o
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(*)Dividend rates are variable and are set every 49 days‘V1a'an auction
process. The combined weighted average rates for these series in 1990, 1989 and
1988 including fees for broker/dealer agreements were 6.95 percent 7. 45 percent

. and 6.39 percent, respect1ve1y

J. cOmmon Stock

Dur1ng the years 1988 through 1990 the fo110w1ng changes in Common Stock
occurred _

. _Years -
S » ‘(Thousands, except shares) ‘
Shares - . : Shares Shares. .
o ‘ Outstanding Amount Qutstanding  Amount < Qutstanding  Amount
Balance at January 1........ 147,077  $2,197,506 142,433 . $2,096,671 140,788 . $2,060,841
" Transfer from Other ‘ . _ : ’ )
Paid-in Capital......... , 836 836 - ‘ 836
Issuance to Dominion
.Resources..........oc... - 8,972 199,978 . 4,644 99,999 1,645 34,994
Balance at December 31..... . 156,049  $2.398.320 - 147,077 $Z197,506 142,433  $2.096.671
K. Supplementary Income Statement Information:
-+ Cash flows information: .
T : ___Years
- 199 - 1989 - 198
o T ’ (Thousands)
Cash paid during the year for: g
Interest (reduced for the net cost of : ’ ‘ ‘
borrowed funds capitalized as AFC)........ $388,335 $350,003 $329,091
- Income taxes...................i00eeel.s 339,628 . 145,352 146,391
Noncash transactions from investing and ‘ i :
financing activities:
"~ Capital lease obligations: :
Additions.....cccieiieiinnnineeeneneeasa. $ 4,316
Ret1rements......;;,...- ............... e - 549 § 4,554

Taxes other than income taxes charged to expenses were as follows:

. Years ‘ -
19 0 1989 1988

(Thousands)
Real estate and property........... Ceeeeeeaeas '$ 66 409 $ 60,832 §$ 57,714
Local gross receipts.......oovviiiiiiiiiinnns. - 86,600 84,413 78,767
Payroll related........ccovvivevnnnnnnnnn. eeen . 27,694 27,684 26,659
West Virginia business and occupation......... . +21,830 21,899 - - 9,481
Other...ovvviiiiiiiiiiini ittt iiienneeanes e. . __ 355 - _ 9,972 6,421
41 $202,888 $204,800 - $179,042




L. Retirement Plan and Postretirement Benefits:

The Company participates in the Retirement Plan, a defined benefit pension
plan. The Retirement Plan covers virtually all employees of Dominion Resources
and its subsidiaries, including the Company. The Company’s disclosure regarding
participation by its employees in the Retirement Plan is provided in accordance
with guidelines applicable to plans of a controlled group of corporations. The
benefits are based -on years of service and the employee’s final average
compensation.

For 1990 pension plan expense was $5.1 million and funding was provided in
the amount of $6.8 million. Additional funding attributable to the 1990 plan
year of $2.1 million will be made in the first quarter of 1991. For 1989, the
pension plan expense was $6.7 million and funding was provided in the amount of
$6.7 million. 1In 1988, the pension plan expense was $2.5 million; no funding
was provided to the Retirement Plan in accordance with the full funding
limitation of the Employee Retirement Income Security Act of 1974 (ERISA).

In 1988, $72.2 million of the Retirement Plan’s projected benefit obligation
was settled by purchasing nonparticipating insured annuities for certain
retirees. The settlement was accounted for in accordance with SFAS No. 88,
"Employers’ Accounting for Settlements and Curtailments of Defined Benefit Plans
and for Termination Benefits." As a result, a gain of $11.4 million (net of
associated taxes of $5.9 million) attributable to the Company’s allocable portion
of the transaction was recognized in 1988 and reported as a reduction of Other
Operating Expenses. In September 1989, the Company established a regulatory
liability associated with the rate treatment of the gain resulting from the
settlement. As a result, the balance available for Common Stock was decreased
by $8.2 million.

In addition to providing pension benefits, Dominion Resources and the Company
provide certain health care and 1ife insurance benefits for retired employees.
Generally, employees remain eligible at retirement for certain health and life
insurance benefits if they reach retirement age while working for the Company.
These and similar benefits for active employees are provided through insurance
companies with annual premiums based on benefits paid during the year. The
Company recognizes the cost of providing health care and Tife insurance benefits
by expensing the annual insurance premiums.

The following information relates to the retiree health care and life
insurance benefits provided by the Company: .

Years
199 1989 1988
Health care premiums paid (millions).......... $ 6.8 $ 6.3 $ 3.0
Retirees covered under health care............ 2,500 2,400 2,100
Life insurance premiums paid (millions)....... 0.4 0.4 1.2*
Retirees covered under life insurance......... 2,200 2,000 1,700
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*Prior to 1989, the cost of providing 1ife insurance benefits for retirees was
not separable from the cost of providing benefits for active employees;
therefore, premiums covered approximately 13, 000 active and 1 700 ret1red
employees. : .

SFAS No. 106, "Employers’ Accounting for Postretirement Benefits Other Than
Pensions" was issued by FASB in December 1990. Based on the current terms of
its benefit plans, the Company estimates that the required application of this
standard in 1993 will increase annual expenses by $50 million. A transition
obligation of approximately $337 million would result from the application of
this standard as of January 1, 1993. The transition obligation would be
amortized over a twenty-year per1od To the extent that the new standard results
in accruals for other postretirement benefits in excess of amounts collected
through rates and the collectibility of such excess in future rates is deemed
probable, the Company will record a receivable representing that amount to be
collected through future rates. Under the terms of its benefit plans, the
Company reserves the right to change, modify or terminate the plans. From time
to time in the past, benef1ts have changed, and some of these changes have
reduced benefits.

M. Commitments and.cOntingencies:
Construction Program:

-The Company has made substantial commitments 1in connection with its
construction program and nuclear fuel expenditures. Those commitments -are
estimated to total $780 million {excluding AFC) for 1991 ‘Additional financing
is contemplated in connect1on with this program :

Purchased Power COntracts-

Since 1984, the Company has entered into contracts for the Tong-term purchases
of capacity and energy from  other utilities, -qualifying facilities and
independent power. producers. As of December 31, 1990, there were 82 non-utility
purchase contracts with a combined dependable w1nter capacity of 3,870 Mw. Of
these, 40 projects (aggregating 1,112 Mw) were operational .as of the end of 1990
with the balance to become operat1ona1 through 1997. :

In 1987, the Company s1gned agreements for the purchase of approximately
1,300 Mw of additional generating capacity from six non-utility power producers.
As a result of the 1988 competitive bidding solicitation, the Company entered
into 19 contracts for approximately 2,000 Mw of additional capacity for initial
delivery at various dates. through 1994. During July 1990, as a result of a 1989
request for proposals for competitive bids from all supply-side sources, the
Company signed contracts with three suppliers for 448 Mw of power to come on line
during 1995-1997. These contracts are generally for a durat1on of 25 years
after initial delivery.

The table below reflects the Company’s minimum commitments.as-of DeEeMber.SI;
1990, for power purchases from utility and non-utility suppliers that are
currently operating or have obtaihed construction financing. The table does not
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reflect the remainder of the above-mentioned contracts, where necessary financing
for the generating facility has not yet been obtained.  This minimum purchase
commitment includes both' capacity payments and the minimum required energy
payments.

ear : ' ' Commi tment

, . o o (Millions)
1991...... N s $ 500.7
1992........ eeeenean eteensecenenanns : : 623.1
1993........... eeeeeanen e eeeeen : _ 675.3
e . 703.3
1995, . cviiiiiiinnnnn, ceea seeeaees o 721.7
Later years........c..ivvunen eeeeeees 14,062.1
Total..oovviiiiiiiiineneinns. eees o $17,286.2
Present value of the total......... : ' $_6,013.7

In addition to the minimum purchase commitments in the table above, under some
of these contracts the Company may purchase, at its option, additional power as
needed. Actual payments for purchased power (including economy, emergency,
limited term, short-term and long-term purchases and interchange received) for
the years 1990, 1989 and 1988 were $473.6 million, $559.1 million and $410.3
million, respectively.

Coal and Uranium Purchases: |

The Company’s estimated coal and uranium purchases for the next five years
for system generation are as follows .(millions): 1991-$277; 1992-$238; 1993-
$132; 1994-$133 and 1995-%$70.
Nuclear Insurance:

The Price-Anderson Amendments Act of 1988 amends and extends for fifteen
years the federal mandates regarding compensation' of the public in the event of

an accident at a federally licensed nuclear reactor. The current limit imposed

by the Price-Anderson Act for the public 1iability of an owner of a nuclear power
plant for a single nuclear incident, including the five percent surcharge if
funds are insufficient to pay the claims, is $7.8 billion as of December 31,
1990. . . ' ‘ .
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The Company’s insurance coverages and-maximum retrospective assessments for
its nuclear operat1ons are as follows: s

Maximum
Retrospective
Assessments.
o — _ for a Single
Type and Source of Coverage e Coverage Incident
o : L (Millions)
Public Liability: )
- American Nuclear INnsurers....:...i......... wee $ 200 . .
Federal Government (a)....cocvvveriinnnncans . 7,607 - $264.6(b)
_ . .- $7.807- $264.6
New Nuclear Workers: ‘
American Nuclear Insurers (€)......cccvvvenvene $__400 $_12.0
Property Damage (per site):
.Nuclear Mutual Limited (d)....vcevveevennnen.. $ 500 $ 20.8
. Nuclear Electric Insurance Limited (NEIL) (d) 975 15.6
American Nuclear Insurers......c.ceceeceeeeecens 400 :
$1,875 $_36.4

Replacement Power: : o : _ -
NEIL...covvnveiennnnnnnn. e eeeeereeasesannn . $1.365 ' $_18.3

(a) Retrospective premium program under the Price-Anderson Liability
provisions. of the Atomic Energy Act of 1954, as amended. Subject to
retrospective assessment with respect to loss from a nuclear incident at any
11censed nuclear reactor in the United States. ,

(b) $66.15 million for each of the four reactors owned by the Company with
assessments not to exceed $10 million per year per reactor for any one nuclear
incident. This assessment is subject to inflation indexing every fifth year

based on the Consumer Price Index. There is no 1imit on the number of nuclear

incidents for which the licensee of a reactor may be retroactively assessed.

(c) Includes one automatic reinstatement of $200 million. Provides coverage
against claims, except those arising out of an extraordinary nuclear occurrence,
made by nuclear workers first hired after January 1, 1988. The maximum coverage
is for the entire nuclear industry and not just the Company. The amount of the
maximum retrospect1ve assessment is the most the Company could be assessed under
the Master Worker insurance program which is effect1ve from January 1, 1988
through December 31, 1992.

(d) Mutual insurance compahiés of which the Cdmpany is a member. The Company
is subject to retrospective assessment with respect to loss at any nuclear
generating station covered by such insurance.

The NRC’nequires 1icensees of nuclear b]ahts, including the Company, to
maintain at Teast $1.06 billion of property insurance on each reactor site. It
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also requires that the insurance proceeds be used first to pay stabilization
and decontamination expenses. The effect of the rule is to prevent the use of
-property insurance proceeds for the rebuilding of damaged facilities or the
payment of holders of the Company’s First and Refunding Mortgage Bonds (which

are secured in part by such facilities) until after stabilization and.

decontamination are completed. For any property losses in excess of the $1.875
billion property coverage, and to the extent that insurance proceeds would be
unavailable for property coverage because they must be used for decontamination
?s required by the NRC, the Company has the f1nanc1a1 responsibility for the
osses.

As part owner of the North Anna Power Station, ODEC-is'responsible for its
proportionate share (11.6 percent) of the insurance premiums applicable to that
station, 1nc1ud1ng any retrospect1ve premium assessments and any losses not
covered by insurance.

Environmental Matters

For more information, see Item 7, Future Issues,. Env1ronmenta1 Matters under
Management’s D1scuss1on and Ana]ys1s of F1nanc1a1 Cond1t1on and Results of'

Operations.
N. Effect of Rate Changeskon Operating Revenues:

1990

For information on the principal rate'proceed1ngs in which the Cembany.was
involved in 1990, 1nc1ud1ng those current]y in progress, see Item 1, Rates under
BUSINESS. :

1989 | ‘

On' March 31, 1989, the Company filed with the Virginia Commission an
application for a rate increase of $95 million. On January 12, 1990, the
Virginia Commission entered its Final Order which approved a rate increase of
. $64.4 million based on a 1988 test year.

0. Quarterly Financial Data (Unaudited):
| The following amounts refiect all adjustments, cons1st1ng of on]y normal
recurring accruals (except as discussed below), necessary in the opinion of the
management for a fair statement of the resu]ts for the interim per1ods ’

Operating 0perat1ng Balance Available for

Quarter Revenues . Income Common_Stock
‘ S (ThouSands)
1990 C
Ist.oeeeeieenvene $ 846,975 $ 202,197 $ 98,379
41« PO ' . 813,581 181,027 77,197
K 3 o« 982,141 256_170 148,599
dth...oeeeevenns . 818,803 '166,404 , 67,989
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Ist.... ... e $ 851,695 $ 181,249 $ 88,107

2nd....ooveiinnn, 798,363 136,880 40,858
3rd...ooiiiiennne, 943,179 . 242,146 138,415
4th.......ooovnl. 865,691 . 196,597 107,860

Results for interim périods may fluctuate as a resu]t‘of weather conditions,
rate relief and other factors.

In the third quarter of 1989, the Company established a regulatory 1iability
associated with the rate treatment of a gain resulting from the fourth quarter
1988 settlement of the projected pension benefit obligation for certain retirees.
Operating income and balance available for Common Stock were decreased by $8.2
million (net of associated taxes of $4.2 million). This included the
amortization of $2.0 million of the 1iability for May through September 1989.

46




VIRGINIA ELECTRIC AND POWER COMPANY

SCHEDULE 1V INDEBfEDNESS‘OF AND TO
RELATED PARTIES NOT CURRENT

ol.D  Lol.E | Col.F

SCHEDULE IV .

For the years ended December 31, 1990, 1989 and '1988

Col. A Col. B Col. C _Col. 6 Col. H  Col. I
: Indebtedness of Indebtedness to
-Name of Balance at : Balance Balance at . Balance
person Beginning Additions Deductions at End  Beginning - Additions Deductions at End
- ' (Thousands) - ‘

Dominion Resources:
1996 ............... ' $ 84;000 $ 746,860 $ 830,860 °$ 0
1989.........c...t ) . $ 28,500 $1,344,200 $1,288,700 $ 84,000
1988......cc00unnt. $§ 27,000 $ 504,006 $§ 502,506 $ 28,500

See Note (3) to the Statements of Capitalization included herein.
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. - | ~ SCHEDULE V

VIRGINIA ELECTRIC AND POWER COMPANY

SCHEDULE'V PROPERTY, PLANT AND EQUIPMENT
For the year ended December 31, 1990

Col. A - Col. B : Col. C ) Col. D Col. E Col. F
Othe
Balance at Changes Balance
Beginning = Additions - . Retirements Add at End
. Classification i of Period - at Cost . or Sales (Deduct) - of Period
. _ (Thousands).
Utility plant:
Electric plant:

In service: . ' .

" Intangible.................. $ 49,058 © § 19,838 $ 4,360 $ . 64,536
Production................. . 5,787,457 . 374,511 27,402 $ (1,814) 6,132,652
Transmission............... . 1,010,007 -~ 53,845 4,436 561 1,059,977

- Distribution................ 2,963,931 . 270,947 44,653 384 3,190,609
Gener§1' ....... ERE TR ’ 532,713 53,986 11,447 . - 1,386 576,638

Total electric plant in . ‘ ' .
SEIrVICE. ..vivvirncnnnans 10,343,166 773,127 - 92,298 417 11,024,412

Construction work in progress 745,369 . (53,660)(*) . 691,709

Held for future use........... 4,478 6,588 . {65) 11,001

Electric plant acquisition . ) :
adjustment.................. : 42,778 42,778

4 TotéT electric plant...... 11,135,791 - 726,055 92,298 A 352 11,769,900

Nuclear Fuel..........eovenenns. 819,077 74,856 . ' 893,933
Total utility plant....... - $11,954,868  $_ 800,911 $_92,298  § 352 $12,663,833
Non-utility property.......... DU 5,767 ’ $ 181 $ 5,200 $ 10,786

Capital leases.........ccevvuue.n. $ 83,428 $ 549 $__4.316 $ 87,195

(*) Includes additions of $719.5 million net of $773.1 million transferred to plant in service.
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VIRGINIA ELECTRIC AND POHER COMPANY -

SCHEDULE v PROPERTY PLANT 'AND EQUIPMENT

For the year ended December 31 1989

Classification

Utility plant:
Electric p1ant
In service:

Intangible..................
Production..................
Transmission......... e eeeeee
© Distribution................
‘General....veeivennnnnnnnnns

Total e1ectr1c plant in
service...........o.....
Construction work in progress.
Held for future use...........

Electric plant acqu1s1t1on
adJustment ..................

Total electric p]ant ......

Nuc1ear fue].;...ﬁ ........ e

Non- ut111ty property ..............

Cap1ta1 1eases ............ ; .......

Col. E

SCHEDULE V .

Col. B Col. C- Col. D "Col. F
- Other

Balance at : Changes Balance

Beginning Additions Ret irements Add at End
of Period at_Cost or Sales {Deduct) of Period
(Thousands) : )
$ 43,220  $ 13,524 $ 7,686 $ 49,058
5,504,370 313,943 31,634 $ 778 5,787,457
972,486 42,818 5,046 {251) 1,010,007
2,675,825 326,511 38,633 228 2,963,931
469,152 72,547 .8,885 (101) - __ 532,713
9,665, 053 769,343 91,884 654 10,343,166
641,491 103,878(*) : - : 745,369
4,478 4,478
42,778 42,778
10,353,800 873,221 91,884 654 11,135,791
784,511 34,566 819,077
$11,138,311 $907,787 $_91,884 $__ 654  $11,954 868

$___ 15  $___(89)

$___5767

$__83,428

(®)IncTudes additions of $873.2 million net of $769.3 million transferred to plant in service.
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lVIRGINIA ELECTRIC AND POWER COMPANY

- SCHEDULE V PROPERTY, PLANf AND EQUIPMENT

For the year ended December 31, 1988

Col. A . Col. B Col. C
' Baiance at
Beginning Additions
Classification of Period at Cost
Utility plant:
Electric plant:
In service:
Intangible..\............ $ 36,226 $ 11,904
Production............... 5,379,668 136,599
Transmission............. 920,103 58,848
Distribution............. 2,404,886 304,757
General.................. _418,617 62,633
Total electric bihnt
in service........... 9,153,500 574,741
Construction work in .
PrOgreSS. ...c.oeveeceennnns 488,674 "152,817(*)
Held for future use........ - . 4,050 : 659
Electric plant acquisition .
adjustment....... ERERETE . 42,778
Total electric plant... 9,695,002 728,217
Nuclear fuel...........c....... 720,752 64,797
Total utility plant.... $10,415,754 $_ 793,014
Non-utility property......... % 6,309
Capital leases....... feeeieaas $ 87,982

SCHEDULE V

Col. D Col. E Col. F
: Other
Changes Balance
Ret irements Add at End
. or Sales (Deduct) of Period
- . (Thousands) S
$ 4,910 $ 43,220
13,778 $ 1,881 5,504,370
6,229 {236) 972,486
33,934 116 2,675,825
12,068 (30) _469,152
70,919 1,731 9}665,053
641,491
13 (218) - - 4,478
42,778
70,932 1,513 10,353,800
1,038 784,511
$_ 71,970 $ 1,513 $11,138,311
$. 2 $__ (a38) $__ 5,87

‘$___ 87,982

(*) Includes additions of $727.5 million net of $574.7 million transferred to plant in service.
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t - . |  SCHEDULE VI
VIRGINIA ELECTRIC AND POWER COMPANY
SCHEDULE VI ACCUMULATED DEPRECIATION, DEPLETION AND AMORTIZATION OF

. PROPERTY, PLANT AND EQUIPMENT
For the years ended December 31, 1990, 1989 and 1988

Col. A Col. B Col. C Col. D Col. E Col. F
' : ‘ Other
Balance at Additions Changes Balance
: : i - Beginning " 'Charged to ' ~ Add . at End
Classification of Peried Costs & Expenses Retirements (Deduct). of Period
. ) _ (Thousands)
1930
Accumulated depreciation and ] .
amortization of electric plant... $2,880,084 $352,955 $.92,181 $_30,605 $3,171,463
Accumulated amortization of , o . :
capital leases.........c.ccc.uuvunn $__ 41,892 $ 7,117 $ 549 $ 110 $_ 48,570
Accumulated -amortization of
nuclear fuel.............coueuns. $_ 576,840 $_84,760 v . §..661,600
1989
Accumulated depreciation and . . - : Lo
amortization of electric plant... $2,615,011 $319.110 "$_84,177 -$.30,140. $2.880,084
Accumu]afed amortization of : ' :
capital Teases...........c.oouunnn $__40,000 . $_6,446 $__4,554 o $__41,892
Accumulated -amortization of ) ) .
nuclear fuel....:.............. .. $__525,623. $ 51,217 - $_ 576,840
1988 "
Accumulated depreciation and
amortization of electric plant... $2,350,065 $300,706 $.65,959 ° $_30,198 $2,615,011
Accumulated amortization of o :
capital leases............. seeve. $__33,854 . §_6,144 3. 2 $__ 40,000
Accumu lated amort1zat1on of
nuclear fuel.........c.cvvvunnnn. $_426,721 $_98,902 ' ' $_ 525,623
Note:

Prov1s1on for depreciation of automob11es and trucks is charged to transportat1on expense c]earing account
and redistributed to operation expense, utility plant and other accounts.
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ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON
- ACCOUNTING AND FINANCIAL DISCLOSURE

None -
PART - 111

ITEM 10. DIRECTORS AND EXECUTIVE OFFICERS
| OF THE REGISTRANT

(a) Information concern1ng d1rectors of V1rg1n1a Electr1c and Power Company is.

as follows:

' o Principal Occupation for Last 5 Years,
Name and Age ‘ . Directorships in Pub]ic‘COrporations

William W. Berry (58) =~ Chairman of the Board of Directors of
-+ Virginia Electric and Power Company
and Dominion Resources (from November
1, 1986 to May 1, 1990, Chairman of
- the - board of Directors and Chief
Executive Officer of Dominion
Resources; from July 1 to November 1,
1986, Chairman of the Board of
Directors, President and Chief-
Executiver Officer ‘of Dominion
‘Resources; prior to July 1, 1986,
Chairman of the Board of Directors and
Chief Executive Officer of Dominion
Resources and V1rg1n1a Electric and
Power Company). He is a Director of
Dominion Resources, C&S/Sovran
- Corporation, Ethyl Corporat1on and
Universal Corporat1on

Thos. E. Capps (55) Vice Chairman of the Board of Directors
’ ‘ of Virginia Electric and Power Company
and President and Chief Executive
- Officer of Dominion Resources (from
April 1, 1983 to May 1, 1990,
President and Chief Operating Officer
of Dominion Resources, from November
‘1, 1986 to April 1, 1989, President of
Dominion Resources; prior to November
1, 1986,. Executive Vice President of .
"Virginia Electric and Power Company).
..He is a Director . of Dominion
Resources, Signet Banking Corporation
and Bassett Furniture Industries,
Incorporated. :

® | ;

‘Year First

Elected a

Director

1980

1989




Name and Age

James T. Rhodes (49)

John B. Adams, Jr. (46)

Anna Ruth Inskeep- (65)

Dr. Allix B. James (68)

Harvey L. Lindsay, Jr. (61)

Shirley S. Pierce (67)

William T. Roos (63)

William G. Thomas (51)

‘Principa1.0ccupafioh'forvLastAS Years,
Directorships in Public Corporations

President and Chief Executive Officer
of Virginia Electric and Power Company

- (from January 1, 1988 to April 1,
1989, Senior Vice President-Finance;
prior to January 1, 1988, Senior Vice
President-Power Operations). He is. a
Director of Dominion Resources and\.
Sovran Bank, N.A.

President and Chief Executive Officer
of A. Smith Bowman Distillery, Inc.,
Fredericksburg, - Virginia, a manu-
facturer and bottler of alcoholic
‘beverages, December 27, 1989 to date;

- (prior to . December 27, 1989 Vice.

President and Director).

Bétt]e Park Farﬁs, ‘Rapidan, Virginia,
- a dairy farm and m11k hau11ng busi-

ness.

'Chancellor of V1rgln1a Un1on Un1vers1ty,

Richmond, Virginia. He is a Director
qf Conso]idated Bank & Trust Company.

 Chairman and Chief Execufive Officer

of . Harvey Lindsay Commercial Real
Estate, a commercial real estate
development firm, Norfolk, Virginia.

Chairman of the Board and President of
The Ahoskie Fertilizer Company, Inc.,

" Ahoskie, North: Carolina, a manu-
facturer and distributor of fertilizer

. and agricultural products. He is a

Director of Planters.National Bank and
Trust Company

| President of Penn Luggage, Inc., retail

specialty stores, Hampton, Virginia.

President of Hazel & Thomas, P.C.
A]exandria, Virginia, a law firm. He
is a Director of Perpetual Financial
. Corporation and Perpetua] Savings
Bank.
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-Each D1rector holds off1ce until the next Annual Meeting of Shareho]ders or unt11
.15 or her successor is duly elected .

(b) Informat1on concern1ng the execut1ve off1cers of V1rg1n1a E]ectr1c and Power

Company is as fo]1ows

Name and Ag
William W.. Berry (58)

Thos. E. Capps (55)

James T. Rhodes (49)

John A;‘Ah1adas (48)

.Lar'ry' W. E11is (50)

Robert F. Hill (55)
B. D. Johnson (58)

William L. Stewart (47)

Charles A. Brown (48)

usiness Exper1ence Past Five Years -

Chairman of the Board of Directors, Ju]y 1, 1986 to date;
Chairman of the Board of D1rectors and Ch1ef Executive
Officer prior to July I, 1986.

Vice Chairman of the Board of Directors, Apri] 1, 1989 to

date; President and Chief Operating Officer of Dominion
- Resources, Inc., November 1, 1986 to April 1, 1989;
Executive Vice President prior to November 1, 1986.

_ President and Chief Executive Officer, April 1, 1989 to

date; Senior Vice President-Finance, January 1, 1988
to Apr11 1, 1989; Senior Vice Pres1dent Power Operations
_ prior to January 1, 1988.

~ Senior Vice Pres1dent -Corporate Serv1ces January 1 1990‘

“to date; Senior Vice President- Corporate Techn1ca1

; - Services, April 1, 1988 to January 1, 1990; Vice

President-Engineering prior to April 1, 1988.

Senior Vice President-Power Operations and'P1anning;:

January 1, 1990 to date; Vice President-System Planning
and Power  Supply, March 18, 1988 to January 1, 1990;
Manager, System Planning and Power Supply, October 1,

1986 to March 18, 1988 Manager, Power Supp]y pr1or to

__ October 1, 1986,

V'Senior Vice PreéidentFCommercia1 Operafions.

Sen1or Vice Pres1dent Finance and ControT]er, January,
1, 1990 to date; V1ce Pres1dent and Controller pr1or to
: January 1, 1990 : .

Senior V1ce President-Nuclear, January 1, 1990 to date;
Senior Vice .President-Power, April 1, 1988 to January
1, 1990; Vice. Presndent Nuclear 0perat1ons pr1or to
April 1, 1988.

Vice.Pres1dent-Procurenent, September 1, 1988 to date;

Manager, Materials Management, May 1, 1988 to September
1, 1988; Manager, Contracts prior to May 1, 1988.
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'Name. and Age

William R. Cartwright (48)

Thomas L. Caviness, Jr. (45)

James T. Earwood, Jr. (47)

James R. Frazier, Jr. (49)

Larry M. Girvin (47)

Earl R. Gore (50)

E. Wayne Harre11'(44)

Horace A. Keever, Jr.

(59)

F. Kennetn Moere (49)

Business Experience Past Five Years ' .

Vice President-Fossil and Hydro Operations, January 1,
1990 to date; Vice President-Nuclear Operations,
September 1, 1988 to January 1, 1990; Vice President-
Fossil and Hydro, March 1, 1986 to September 1, 1988;
Manager, Maintenance and Performance Serv1ces prior to
March 1, 1986. ‘ :

Vice President-Eastern Division, November 1, 1989 to date;
Executive Project Director, November 1, 1988 to November
1, 1989; Manager,  Productivity prior to November 1,
1988.

AVice President-Division Services, September 1, 1986 to

date; Vice President-Central Division prior to September
1, 1986.

Vice President-Southern-Division.

Vice Preeident - Central Division, January 1, 1991 to

date; District Manager Richmond, September 1, 1989 to
January 1, 1991; District Manager East Richmond,
February 1, 1987 to September 1, 1989; Assistant

.'Treasurer .of Dominion Resources, May 16, 1986 to
' ‘February 1, 1987; ‘Manager, Corporate Compensation

Services, prior to May 16, 1986.

Vice President-Northern Division, September'l 1988 to
date; Manager, Operations and Construction prior to
September 1, 1988.

- Vice President-Nuclear'Operations, January 1, 1990 to

date; Vice President-Fossil and Hydro Operations,
September 1, 1988 to January 1, 1990; Manager, Fossil
and Hydro Operation Support, April 1,..1988 to September
1, 1988; Stat1on Manager, Nuclear prior to April 1,

1988.

Vice President- Human Resources, September 1, 1986 to date;
Vice President- D1v1s1on Serv1ces pr1or to September 1,
1986 .

'V1ce PreS1dent Nuc1ear Engineering Services, November 1,

1989 to date; Vice President-Power Engineering Serv1ces,
March 18, 1988 to November 1, 1989; Manager, Purchas1ng
pr1or to March 18, 1988 :
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'Name and Age
rene M. Moszer (47)
James P. 0’Hanlon (47)

Thomas J. 0’Neil (48)

Robert E. Rigsby (41)

Johnny V. Shenal (45)

Eva S. Teig (46).

Robert F. Saunders (47)

Business Experience Past Five Years

Vice President, Treasurer and Corporate Secretary, January
1, 1990 to date ‘Vice President- Adm1n1strat1ve Services
prior. to January 1, 1990. :

Vice President-Nuclear SerVices, June 15, 1989 to date;
Vice President, United Energy Services Corporation prior
‘to- June 15, 1989. :

Vice President-Regulation, August 1, 1988 to date; Vice
President-Western Division prior to August 1, 1988.

Vice PresidentFInformation Systems,’January 1, 1990 to
date; Vice President-Western Division, August 1, 1988
to January 1, 1990; General Auditor prior to August 1,
1988. - o o '

Vice President-Western Division, January 1, 1990 date;
.Manager, Transmission and Substation Engineering, August
1, 1988 to January 1, 1990; District Manager, A1exandr1a
prior to August 1, 1988

Vice Presidentanblic Affairs, September 7, 1990 to dete;
- Vice President-Government Affairs, January 1, 1990 to

September 7, 1990; .Secretary. of Health and Human

. Resources, Commonwealth of Virginia, January 11, 1986

to January 1, 1990; Division Manager, Community and
Government Affa1rs pr1or to January 11, 1986.

, Ass1stant V1ce Pres1dent Nuc]ear, November 1, 1990 to

date; Manager, Nuclear Licensing and Programs November
1, 1989 to November 1, 1990; Manager, Nuclear Licensing,
December 16, 1988 to November 1, 1989; Manager, Nuclear
Programs, April 1, 1988 to December 16, 1988; Nuclear
Specialist, July 1, 1987 to April 1, 1988; Station
Manager-Nuclear. prior to July 1, 1987. .

There is no fam11y re]at1onsh1p between any of the persons named in

response to Item 10.
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ITEN 11. EXECUfIVE COMPENSATION

The following ‘table 1lists all cash compensation paid by the  Company for
services rendered in 1990 to each of the five most highly compensated executive
officers and to all executive officers as a group.

_ : Cash -
Name and Capacity in Which Served , Compensation

William W. Berry, Chairman of the Board and Director.......... $ 424,874
Thos. E. Capps, Vice Chairman of the Board of Directors and
B 1 B - o3 A+ PP .o 374,198
James T. Rhodes, President and Chief Execut1ve 0ff1cer and '

DireCtor. . ieiiiiiiiiiecetnteoceetorectacesccsascrsccscanaons 381,223
Robert F. Hill, Senior Vice President........cccieveeenennnne. - 250,567
William L. Stewart Senior Vice Pres1dent..; .................. 242,737
.Executive officers of the Company

as a group 27 persons (including those named above)......... -~ 5,054,712

Certain exeCutive.officers-of the Company are e]igib]e to participate in one
of two annual incentive plans. The Virginia Power Management Incentive Plan (the
Management Incentive Plan) has been in effect since 1981 and provides incentive
compensation for designated executives and employees of the Company. The
Dominion Resources, Inc. Short-Term Incentive Plan (the Dominion Resources

Incentive Plan) provides incentive compensation for designated executives of the -

Company who are employees of Dominion Resources, including Mr. Berry and Mr.
Capps. The Company’s Board of Directors’ Organization and Compensation Committee
administers and establishes the rules of eligibility, participants’ goals and
actual awards for the Management Incentive Plan. The Dominion Resources’ Board
of Directors’ Organization and Compensation Committee performs the same
administrative function for the Dominion Resources Incentive Plan.

Under both incentive plans, annual awards to participants are based on the
achievement of individual and corporate performance goals that are adopted
annually. The individual component of each incentive plan is based on the
achievement of individual management goals. To the extent that awards paid by
the Dominion Resources Incentive Plan are for the achievement of corporate
performance goals related to the Company, that port1on of the award is paid by
the Company.

The 1990 Management Incentive Plan provided for incentive compensation based
on (1) individual management goals, (2) achieving a stated return on equity and
(3) a comparison of the annual change in expenses per kilowatt-hour to the annual
change in the Consumer Price Index. Beginning with the 1991 plan year, financial
performance will be measured by the Company’s earning per share contribution to
Dominion Resources’ earnings replacing the Company’s present return on equity.
For executives of the Company, the 1990 Dominion Resources Incentive Plan
included return on equity objectives for the Company. Certain executive officers
of the Company received a portion of the payments under the 1990 Management
Incentive Plan in December 1990, and will receive the balance in March 1991,
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%

except for Mr. Berry and Mr. Capps who received a portion of their awards under
the 1990 Dominion Resources Incentive Plan in December 1990 and will receive the
balance in February 1991. These payments are included in the cash compensation
table above.. Amounts earned for the year 1989 under the Management Incentive
‘Plan were pa1d in March-1990 and were reported in the 1989 Form 10-K and are not
included in the above compensation table. :

- A Performance Achievement Plan (the Performance Plan) was established
effective January 1, 1985, and was approved by the Dominion Resources
Stockholders at the 1985 Annual Meeting.. The Performance Plan awards shares of
Dominion Resources Common Stock for the achievement of specific long-term goals
and strategies that are approved by the Organization and Compensation Committee
(the Committee) of -the Board of Directors of the Company.. Distributions of stock
under the Performance Plan may not exceed 10,000 shares times the number of
participants in the Performance Plan on the relevant date. The duration of each
performance period is three years, and a new performance period and set of goals
are initiated annually. Participants in the Performance Plans for the periods
of 1988-90, 1989-91 and 1990-92 include the President and all Vice Presidents
of the Company, but do not include the Chairman or Vice Chairman.of the Board
of Directors. Subject to the Committee’s approval and within certain time
periods established in the Performance Plan, each participant may elect to
receive up to 50 percent of any award in cash and to defer all or part of any
award. To be eligible for an award, an employee must occupy a qualifying
position for an entire performance cycle. Individual awards will be determined
on the basis of goal achievement, positions held during the performance period,
the salary grade mid-points of those positions and the average price of the
Common Stock on the last day of September, October and November of the year
before the start of the performance cycle. Following the conclusion of each
performance period, the Committee determines the level of achievement of the
goals for that performance period. The Board of Directors must approve each
participant’s award, and may approve pro rata awards to participants who ret1re,
die, become d1sab1ed or transfer during a performance cycle; Dominion Resources’
Board of Directors must approve any award for any participant who is also an
officer or director of Dominion Resources. In the 1988-1990 Performance Plan
cycle, the following executive officers of Dominion Resources were executive
officers of the Company and will receive pro rata awards: Tyndall L. Baucom,
who was Vice President of the Company prior to his election as an executive
officer of Dominion Resources in September 1988; Donald T. Herrick, Jr., who was
Vice President of the Company prior to his election as an executive officer of
Dominion Resources in January 1990; and Linwood R. Robertson, who was Vice
President of the Company prior to his e1ect1on as an executlve officer of
Dom1n1on Resources in January 1990.

Awards for the 1988-90 performance period were made in December 1990 and
February 1991 and were based on (1) the performance of Virginia Power’s return
on equity over the three-year period as compared to the average for comparable
electric utilities, and (2) a comparison between .the increase in-expenses per
kilowatt-hour and the increase in the Consumer Price Index over the three-year
period. The following awards of Dominion Resources Common Stock and cash were
made for the 1988-90 performance period: James T. Rhodes: 674 shares and $1,966;
Robert F. Hill: 377 shares and $2,341; and William L. Stewart: 365 shares and
$2,294; and 4,302 shares and $84,215 for the 24 participating executive officers
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as a group.

No awards can be determined or made under the 1989-91 and the 1990-92
performance periods of the Performance Plans until 1992 and 1993, respectively.
In addition, Messrs. Herrick and Robertson are also eligible for a pro rata
awards under the 1989-91 performance cycle.

In 1990, the Company established a Budget Incentive Plan (the Budget Plan)
for 1990 and 1991. Incentive awards are earned by (1) reducing actual 1990
operation and maintenance (0&M) and capital budget expenses to specified target
levels, (2) developing budgets for 1991 to meet targets, and (3) keeping actual
1991 expenses and capital expenses at target Tevels for 1991. With the exception
of the Chairman, Vice Chairman, and the President, officers and managers of the
Company participate in the Budget Plan. For 1990, the Plan provided each
participant with an incentive opportunity of $4,000 if O&M and capital expense
targets were met. If one, but not both, targets were met, 40% of the award is
payable. For 1991, the Plan provides each participant with a maximum award of
$7,000 if both targets are met, of which 25% was payable for planning, and 75%
is payable for making, the 1991 targets. Awards for 1990 and for planning the
1991 budget were paid in December 1990 and January 1991 and are included in the
cash compensation table above. Awards for making the 1991 targets will be paid
in January 1992. -

In 1990, the Company established a one-year incentive plan {the Nuclear
Performance Plan) directed at key personnel in the Company’s nuclear operations
area. Incentive awards under the Nuclear Incentive Plan were earned by
completing the Fall 1990 scheduled outages at the Company’s nuclear power
stations within the established time schedule. Awards were reduced by 10 percent
for each day that the outage continued beyond the scheduled completion date.
Awards were paid November 1990 and are included in the cash compensation table
above.

An employee savings plan has been in effect since 1963. Effective January
1, 1989, the employee savings plan was amended by separating it into two plans
(the Savings Plans), one for salaried and one for nonsalaried employees. The
Savings Plans include a salary .reduction provision under Section 401(k) of the
Internal Revenue Code of 1986 (the Code) for officers and employees. The two
Savings Plans are identical in all material respects. Under the Savings Plan,
employees who have attained age 18 and completed six months of service may make
contributions of between 2 percent and 6 percent of their base compensation, and
the Company contributes an amount equal to 50 percent of such contributions.
Employees may also make additional contributions, which are not matched by their
employer. (In accordance with Section 401(k) of the Code, the Savings Plans
provide participants with the option to reduce their gross income for federal
income tax purposes and the Company contributes that amount to the Savings Plan
on behalf of the employee.) Participants’ contributions and deferrals under
Section 401(k) are subject to certain Timitations prescribed in the Code. The
compensation table above includes amounts deferred pursuant to Section 401(k).
The employees may direct that their contributions be allocated between an
interest bearing fund, which invests primarily in U.S. Government securities,
and a stock fund, which invests in Dominion Resources Common Stock. A1l of the
Company’s matching contributions to the Savings Plans are invested in Dominion
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Resources Common Stock. The Savings Plans provide for the vesting of the
Company’s matching contributions at the earlier of (a) the beginning of the third
year following the year in which the contribution was made and (b) the date the
participant completes five years of service with the Company. However, matching
contributions vest immediately for participants aged 55 or older. Amounts shown
in the Cash. Compensation table above do not include any Company matching
contributions. The following Company matching contributions vested under the
Savings Plan during 1990: William W. Berry: 147 shares; Thos. E. Capps: 147
shares; James T. Rhodes: 74 shares; Robert F. Hill: 129 shares; William L.
Stewart: 42 shares; and 2,155 shares to the 27 executive officers as a group.

A retirement plan (the Retirement Plan) provides retirement benefits for all
eligible officers and employees of Virginia Power who have attained age 21 and
completed six months of service. The Retirement Plan is a noncontributory
defined benefit plan that provides for vesting of retirement benefits upon
completion of five years of vesting service or, if earlier, upon attainment of
age 50. Employer contributions to the Retirement Plan are determined
actuarially. Benefits under the Retirement Plan, as of December 31, 1990, are
based on (i) average base compensation over the consecutive 60-month period in
wh1ch pay is highest, (ii) years of credited service, (iii) age at retirement,
aind (iv) the offset of Social Secur1ty Benefits. Compensation in excess of
$200,000 (indexed for changes in the cost of 1living) may not be taken into
account 'under the Plan. Benefits under the Retirement Plan are payable as a
straight 1ife benefit or a joint and survivor benefit. In May 1990, the Internal
Revenue Service issued proposed regulations, subsequently modified, related to
pension plan non-discrimination requirements that were included in the Tax Reform
Act of 1986. The Company has determined that the Retirement Plan’s benefit
formula complies with such regu]at1ons and that no changes to the benef1t formula
w111 be necessary.

The table below sets forth the est1mated annua] stra1ght 1ife benefit that
would be paid following retirement under the Retirement Plan’s benefit formula.
Certain officers. have entered into retirement agreements that give additional
credited years of service for retirement and retirement Tife insurance purposes,
contingent upon the officer reaching a specified age and remaining in the employ
of the Company. At-this time, credited years of service under the Retirement
Plan and such retirement agreements (excluding contingent years) for the
individuals named in the compensation table on page 57 are as follows: William
W. Berry: 30, Thos. E. Capps: 20; James T. Rhodes: 19; Robert F. Hill: 19; and
William L. Stewart: 20. Estimated annual benefit figures are based on the
formulas in effect under the Retirement Plan as of December 31, 1990. ‘

Estimated Annual Benefits‘Payable Upon Retirement*

Credited Years of Service

Final Average Earnings** 15 - 20 : - 25 - 30
. $ 75,000 . $ 18,821 $ 25,094 $ 31,368 °  $ 37,642
100,000 26,321 35,094 43,868 52,642
125,000 - 33,821 45,094 56,368 67,642
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150,000 ‘ 41,321 55,094 68,868 82,642

- 175,000 , . 48,821 . 65,094 81,368 97,642
200,000 56,321 75,094 93,868 . 112,642
250,000 . 71,321 - 95,094 118,868 142,642
300,000 86,321 - 115,094 143,868 172,642
350,000 : 101,321 135,094 168,868 - 202,642

400,000 E - 116,321 155,094 - 193,868 . 232,642

*Based on normal retirementpat age 65.'

**Final Average Earnings is one- f1fth of the -earnings dur1ng the 60
consecutive .calendar months during which the individual’s earn1ngs are the
highest. : .

For purposes of the above table, based on 1990 compensation, final average
earnings for each of the individuals named in the compensation table on page 57
would be as follows: William W. Berry: $348,960; -Thos. E. Capps: $278,068;
James -T. Rhodes: $169,905; Robert F. Hi1l: $169,660; and-William L. Stewart:
$141,727. T s

The Internal Revenue Code 1imits the annual retirement benefit that may be
paid from a qualified retirement plan and, as noted above, the amount of
compensation that may be recognized by the Retirement Plan. To the extent that
benefits determined under the Retirement Plan’s benefit formula -exceed the

limitations imposed by the Internal Revenue Code, they will be paid either from -

general funds as an operating expense or from a secu1ar trust fund estab11shed
for such purpose

. The Company also provides an Executive Supp]ementa] Ret1rement Plan (the
Supplemental Plan) to its elected officers designated to participate by the
Board of Directors. The Supplemental Plan provides an annual retirement benefit
equal to 25 percent of a participant’s final compensation (base pay plus annual
incentive plan payments and Directors’ fees).. The normal form of benefit is
payable .in equal monthly installments for 120 months to a participant with 60
months of service, who (i) retires at or after age 55 from the employ of the
. Company, (ii) has become permanently disabled, or (iii) dies. If a participant
dies while employed, the normal form of benefit will be paid to a designated
beneficiary. If a participant dies while retired, but before receiving all
benefit payments, the remaining installments will be paid to a designated
beneficiary. In order to be entitled to benefits under the Supplemental Plan,
an employee must be employed as an elected officer of the Company until death,
d1sab111ty or ret1rement

Based on 1990 compensat1on, the estimated annual retirement benefit. for each
of the executive officers under the Supplemental Plan would be as follows:
William W. Berry: $164,608; Thos. E. Capps: $147,108; James T. Rhodes: $85,320;
Robert F. Hill: $56,740; and William L. Stewart: $55,515.

The Company has transferred cash, and .in its discretion may make future

transfers of cash or other property, to an.irrevocable trust. The assets of -

the trust must be used to satisfy employee benefit and similar obligations to
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employees and- former  employees of the Company,  including ‘the obligations
' described above for executive employees. R S

The Board of Directors of Dominion Resources adopted the Dominion Resources,
Inc. Retirement Benefit Funding Plan (the Funding Plan) on June 15, 1990. The
Funding Plan is intended to allow Dominion Resources and its subs1d1ar1es,
including the Company, to fund their obligations under (i) the Supplemental Plan,
(ii) a benefit restoration plan (which restores benefits that cannot be paid
under the Retirement Plan on account of Internal Revenue Code Limits) and (iii)
employment agreements with certain key executives. Benefits provided under the
Funding Plan reduce, on a dollar-for-dollar basis, the amounts payable under
the above plans. The Company’s Board of Directors and -the Committee have certain
responsibilities under the Funding Plan with respect to participants who are
current - or former - elected officers of Virginia Power ‘(Virginia Power
Participants). The Administrative and Investment Benefit Committee and the
Administrative Benefit Comm1ttee a]so have responsibilities under the Funding
Plan.

Dominion Resources and its subsidiaries, inc1uding the Company; may, in their
discretion, make contributions to the Funding Plan. In addition, amounts may
be transferred to the Funding Plan from the irrevocable trust described above.
Contributions and transfers on behalf of Virginia Power Participants are subject
to the approval of the Company 's Board of-: D1rectors

" An 1nd1V1dua1 may become a Virginia Power Part1c1pant on]y upon his se1ect1on
by "the Company’s Board of Directors. The Committee  is responsible for
establishing a funding policy with respect to Virginia Power Participants. The
current funding policy adopted by the Committee calls for nominal contributions
during an individual’s initial years of participation in the Funding Plan and
for full funding of his Supplemental Plan, benefit restoration plan, and
employment agreement benefits between the ages 51 and 55.

The Administrative and Investment Benefit Committee is responsible for
establishing an investment policy for the Funding Plan. The Administrative
Benefits Committee is responsible for the implementation of that 1nvestment
policy as well as the day-to-day adm1n1strat1on of the Fund1ng Plan.

Participants in the Funding Plan are fu11y vested in their interests in the
plan. Each Funding Plan participant will begin to receive his benefit from the
Funding Plan upon separation from service (without regard to the reason for his
separation). Benefits are paid under the Fund1ng Plan in the same manner as the
,Supp]ementa] Plan” s benefits. ‘

Dominion Resources has reserved the right to amend or terminatE'the Funding
Plan at any time. No amendment or termination will divest a participant of
amounts previously allocated to his Funding Plan account. ' Amounts contributed
or transferred to the Funding Plan may not revert to Dom1n1on Resources or any
of its subsidiaries.

During 1990, a total of $1,999,262 was contributed to'the Funding Plan and
allocated to the accounts of the 23 Funding Plan participants, including the
executive officers named on page 57 and all executive officers as a group. ‘
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The Company has purchased an insurance policy that provides certain managers
and all elected officers with accidental death and dismemberment insurance. The

- policy provides an accidental death benefit to managers and officers ranging from

$50,000 to $250,000, with the specific dollar amount of coverage being determined
on the basis of the covered employee’s position.. The policy also provides
accidental death- and dismemberment insurance to the spouses of all officers who
are Vice Presidents or-higher in rank, and the accidental death benefit ranges
from $100,000 to $200,000 (depending on the officer’s p051t1on) This insurance
coverage is provided at no cost to covered emp]oyees _

The Company has entered into emp]oyment agreements  (the Agreements) w1th key
management executives, including the officers named above. -Each Agreement has
a three-year term and thereafter is.automatically extended on its anniversary
date for ‘an additional year unless notified that the Agreement will not be
extended by the Company. If, following a change in control of Dominion Resources
(as defined in the Agreements), an-executive’s employment is terminated by the
Company without cause, or vo]untari]y by the executive within sixty days after
a material - reduction in the executive’s compensation, benefits or
respons1b111t1es the Company will be obligated to pay to the executive continued
compensat1on equaling the average base salary and cash incentive bonuses for the
thirty-six full month period of emp]oyment preceding the change in control or
employment termination. In addition, the terminated executive will continue to
be entitled to any benefits due under any stock or benefit plans. The Agreements
do not alter the compensation and benefits available to an executive whose
employment with .the Company continues for the full term of the executive’s
Agreement. The amount of benefits provided under each executive’s Agreement will
be reduced by any compensation earned by the executive from comparable employment
by another employer during the thirty-six months following termination of
emp]oyment with the Company. An executive sha11 not be entitled to the above
benefits in the event termination is for cause. :

ITEM 12. SECURITY OWNERSHIP OF CERTAIN
BENEFICIAL OWNERS AND MANAGEMENT

The table below sets forth .as of January 15, 1991, except as noted, the
number of shares of Common Stock of Dominion Resources owned by directors of
Virginia Electric and Power Company.

' - Shares of Common Stock

~Name - . Beneficially Owned.
William W. Berry....ceeeeevvneenenn. 23,367(a)
Thos. E. Capps...cc.... et ereeaeans ‘ - 13 646(b)
James T. Rhodes.......... eeeseanas 2,169
- John B. Adams, Jr....cceevevnens SN 599
.Anna Ruth Inskeep......cecvivvevenns 1,354
Allix B. James......covvvviivennnnn , - 2,580
~ Harvey L. Lindsay, I e o114
“ Shirley S. Pierce....covveeunnnnnn. - 2,669
William T. ROOS....cvvvviiiennnnnns ' . 1,635(c)
William G. Thomas........... eeeeas 0
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(a) Includes 5,930 - shares represented by’ opt1ons awarded ‘and exerc1sab1e'
under- the Dom1n1on Resources, Inc "Long- Term Incent1ve P1an - .

(b) A member of Mr. Capp s family is a benef1c1ary of a trust that owns an
additional 1,000 shares of Common Stock. Also includes 3,850 shares represented
by options awarded and exerc1sab1e under the Dom1n1on Resources, Inc Long -Term
Incent1ve Plan. _ o

(c)Members of Mr. Roos fam11y are benef1c1ar1es of trusts that own an
additional 1,892 shares of Common Stock for which he disclaimed beneficial
ownersh1p ‘ . , : .

A1l current D1rectors and officers as a ‘group (34 persons) benef1c1a11y own,
in the aggregate, less than 1 ‘percent of each class ‘of Dominion Resources and
the Company s equ1ty secur1t1es,‘respect1ve1y

ITEM 13 CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS

: HazeT & Thomas, P.C., provided legal services to the Company during '1990.
~ Mr. William G. Thomas a d1rector of the Company, is Pres1dent of Hazel & Thomas.

PART v

ITEM 14 EXHIBITS FINANCIAL STATENENT SCHEDULES
: AND REPORTS ON FORH 8 K

‘ (a) The fo]]owmg documents are filed as part of th1s Form 10 K
l._F1nanc1a1 Statements ; _'I ” '
See Indexlon_page'ZI;ft
2. FinanciaI Statement Schedu]es
See Index on page 21
3 Exh1b1ts ‘

3(1) -Restated Articles of Incorporation, as amended, as in effect on
- 1989 ' (Exhibit 3(i), Form 10-Q for the quarter ended September
L ‘ 30, 1989, File No. 1- 2255, incorporated by reference).
C3(ii) - -By]aws, as amended, as in effect on April 1, 1989 (Exhibit 3(i),
' " Form 10-Q for quarter year ended March 31, 1989 File No. 1-2255, .
- " incorporated by reference).
- 4(i) - * -See Exhibit (3(i)) above. ‘ ' .
4(ii) © -Indenture of Mortgage of the Company, dated November , 1935, as
o *" supplemented and modified by fifty-eight Supplemental Indentures,
Exhibit 4(ii), Form 10-K for the fiscal year -ended December 31,
1985, ‘File No. 1-2255, incorporated by reference; Fifty- N1nth
SuppIementaT Indenture, Exhibit 4(ii), Form 10-Q for the quarter




ended March 31,1986, File No. 1-2255, incorporated by reference;
Sixtieth Supp]ementa1 Indenture, Exhibit 4(ii), Form 10-Q for the
quarter ended September 30, 1986, File No. 1-2255, incorporated
by reference; Sixty-First Supp]emental Indenture, Exhibit 4(ii),
Form 10-Q for the quarter ended June 30, 1987, File No. 1-2255,
" incorporated by reference; Sixty-Second Supplementa] Indenture,
Exhibit 4(ii), Form 8-K, dated November 3, 1987, File No. 1-2255,
incorporated by reference, Sixty-Third Supp]ementa] Indenture,
. Exhibit 4(i), Form 8-K, dated June 8, 1988, File No. 1-2255,
1ncorporated by reference Sixty- Fourth Supp1ementa1 Indenture,
" Exhibit 4(i), Form 8-K, dated February 8, 1989, File No. 1-2255,
incorporated by reference, Sixty-Fifth Supp]ementa] Indenture,
Exhibit 4(i), Form 8-K, dated June 22, 1989, File No. 1-2255,
1ncorporated by reference and Sixty- S1xth Supp1ementa1 Indenture,‘
‘Exhibit 4(i), Form 8-K, dated February 27, 1990, File No. 1-
: 2255, incorporated by reference ’
4(iii) - -Indenture, dated April 1, 1985, between V1rg1n1a Electric and
. - Power Company and Crestar Bank (formerly United Virginia Bank)
- - Exhibit 4(i), File No."2-96772, incorporated by reference).
4(iv) . -Indenture dated as of June 1, 1986, between Virginia E1ectr1c
-~ and Power Company and Chem1ca1 Bank (Exhibit 4(i), File No.

_ 33-5763, incorporated by reference).
4(v) -Indenture, dated April 1, 1988, between Virginia Electric and
‘ . Power Company-and Chem1ca1 Bank (Exhibit 4(i), File No. 33-21319,
incorporated by reference) as supplemented and modified by a F1rst
.. Supplemental Indenture, dated August, 1989, (Exhibit 4(ii), File
' - No. 33-30532,' incorporated by reference).
4(vi) -Virginia Electric and Power Company agrees to furnish to the
~ Commission upon request any other instrument with respect to
long-term debt as to which the total amount of securities
authorized thereunder does not exceed 10 percent of Virginia
Electric and Power Company’s total assets.’ o
10(d) -Operating Agreement, dated June 17, 1981, between Virginia .
' Electric and Power Company and Monongahe]a Power Company, The
Potomac Edison Company, West Penn Power Company and Allegheny
Generating Company (Exhibit 10(vi), Form 10-K for the fiscal year
ended December 31, 1983, Fi]e No. 1-2255, incorporated by
. reference).
10(ii) - -Purchase, Construction and 0wnersh1p Agreement, dated as of
. - December 28, 1982 as amended and restated on October 17, 1983,
.. between V1rg1n1a Electric and Power Company and 01d- Dom1n1on
. Electric Cooperative-(Exhibit 10(viii), Form 10-K for the fiscal
. year -ended December 31, 1983, File No-'1~2255, incorporated by
reference).
10(iii) -Interconnection and Operating Agreement dated as of December
28, 1982 as amended and restated on October 17, 1983, between
V1rg1n1a Electric and Power Company and 01d Dom1n1on Electric
Cooperative (Exhibit 10(ix), Form 10-K for the fiscal year ended
. December 31, 1983, File No. 1-2255, incorporated by reference).
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10(iv) = -Nuclear Fuel Agreement, dated as.of December 28, 1982 as amended
- : and restated on October 17, 1983, between Virginia Electric and
Power -Company and 01d Dominion Electric Cooperative (Exhibit
‘ ¥0(x), Form10-K for the fiscal year ended December 31, 1983, File
o - No. 1-2255, incorporated by reference).
10(v)  -Heat Supply Contract, dated as of October 14, 1987 between
" .. . Virginia Electric and Power Company and Virginia Power Fuel
Corporation (Exhibit 10(v), Form 10-K for the fiscal year ended
December 31, 1987, File No. 1-2255, incorporated by reference).
10(vi)- -Credit Agreement dated as of October 14, 1987, among Virginia
‘ Power Fuel Corporation, Algemene Bank Neder]and N.V., New York -
- Branch, -as Facility Agent, and the Banks named therein (Exhibit
10(v1), Form 10-K for the fiscal year ended December 31, 1987, -
‘ File No. 1-2255, incorporated by reference). ‘ '
10(vii) = -Guarantee, dated as of October 14, 1987, by Virginia Electric
: : "~ and Power Company in favor of Algemene Bank Nederland N.V., as
Facility Agency, and the Banks named therein (Exhibit 10(vii),
Form 10-K for the fiscal year ended December 31, 1987, File No.
L 1-2255, incorporated by reference). ‘ :
10(viii) - -Inter-Company Credit Agreement, dated July 1, 1986, as amended
- and restated as of September 1, 1987 between Dominion Resources
and Virginia Electric and Power Company (Exhibit 10(viii), Form
10-K for the fiscal year ended December 31, 1987, F11e No. 1-2255,
incorporated by reference).

10(ix) ,-Credit Agreement, dated December 1, 1985, between Virginia
. Electric and Power Company and 01d Dominion Electric Cooperative
- -  (Exhibit 10 (xix), Form 10-K for the fiscal year ended December
31, 1985, File No. 1-2255, incorporated by reference).

10(x) - -Agreement for Northern Virginia Services, dated as of November
o 1, 1985, between Potomac Electric Power Company and Virginia
Electric and Power Company (Exhibit 10(xxi), Form 10-K for the
fiscal year ended December 31, 1985, File No. 1-2255, incorporated
.- by reference).
10(x1i) -Purchase, Construction and Ownership Agreement, dated May 31,

- 1990, between Virginia Electric and Power company and 0ld Dominion .

: Electric Cooperative (filed herewith).
10(xii). -Operating Agreement, dated May 31, 1990, between Virginia -
' Electric and Power Company and 01d Dominion Electric Cooperative
S (filed herewith). '
10(xiii) -Coal-Fired Unit Turnkey Contract (Volume 1), dated April 6,
1989, and the Unit 2 Amendment (Volume 1), dated May 31, 1990,
between Virginia Electric and Power Company and 0ld Dominion
Electric Cooperative, Westinghouse, Black & Veatch, Combustion
Engineering and H.- B. Zachry (Volumes 2-11 contain technica]
_ specifications only) (filed herewith).
10(xiv)  -Receivables Purchase Agreement, dated as of December 10, 1990
' between Virginia Electric and Power Company and The First National
Bank of Chicago. (filed herewith).
-10(xv) . -Receivables Purchase Agreement, dated as of December 10, 1990,
" between .Virginia Electric .and Power Company and Preferred
Receivables Funding Corporation (filed herewith).
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24(i)

24(ii) .

24(111)
(b)

-Subsidiaries of Virginia Electric and Power Company (not in-
cluded because Virginia Electric and Power Company’s subsidiaries,
considered in the aggregate as a single subsidiary, would not
constitute a "significant subsidiary" under Rule 1-02(v) of

lw:~-<wRegu1ation S-X as of .the.end of the year covered by this report).

-Consent of Hunton & williéms-(fi]éd‘heréﬁith).
-Consent of Jackson & Kelly (filed herewith). .
-Consent of Deloitte & Touche (filed herewith).

Report on Form 8-K

None




‘ ‘ SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange
Act of 1934, the registrant has duly caused this report to be signed on its
behalf by the undersigned, thereunto duly authorized.

VIRGINIA ELECTRIC AND POWER COMPANY
WILLIAM W. BERRY

BY (William W. Berry, Chairman
of the Board of Directors)

Date: February 15, 1991

Pursuant to the requirements of the Securities Exchange Act of 1934, this
report has been signed below by the following persons on behalf of the registrant
and in the capacities and on the date indicated.

SIGNATURE TITLE DATE

WILLIAM W. BERRY .
William W. Berry Chairman of the Board of Directors , February 15, 1991
and Director

THOS E. CAPPS
‘ ' Thos E. Capps Vice Chairman of the Board of Directors February 15, 1991

and Director

J. T. RHODES

J. T. Rhodes President (Chief Executive Officer) February 15, 1991
and Director . ’

JOHN B. ADAMS, JR. ‘
John B. Adams, Jr. Director February 15, 1991

ANNA RUTH INSKEEP

Anna Ruth Inskeep Director February 15, 1991
ALLIX B. JAMES
Allix B. James Director ' February 15, 1991

HARVEY L. LINDSAY, JR.
Harvey L. Lindsay, Jr. Director February 15, 1991

SHIRLEY S. PIERCE -

Shiriey S. Pierce Director February 15, 1991
WILLIAM T. ROOS '
William T. Roos Director February 15, 1991

__WILLIAM G. THOMAS
William G. Thomas Director February 15, 1991
B. D. JOHNSON
B. D. Johnson Senior Vice President and Controller . February 15, 1991

- (Principal Accounting Officer)
IRENE M. MOSZER
Irene M. Moszer Vice President and Treasurer February 15, 1991
(Chief Financial Officer)
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VIRGINIA ELECTRIC AND POWER COMPANY
STATEMENTS OF INCOME

(UNAUDITED)
Three Months Ended
December 31,
1990 1989
(000’s)
Operating Revenues ) $819,803 $865.691
Operating Expenses:
Operation - Fuel used in electric generation 139,101 146,037
- Purchased and interchanged power 131,116 100,554
- Other 121,151 155,521
Maintenance : 85,425 59,247
Depreciation 93,782 89,193
Amortization of abandoned project costs 12,454 12,452
Taxes - Income 22,692 54,466
- Other 47,678 49,464
Total 653,399 666,934
Operating Income 166,404 198,757
Other Income:
Allowance for other funds used during -
construction 985 701
Miscellaneous, net 6,693 8,530

Income taxes associated with miscellaneous, net (2,867)
Total

4,811

3,924

13,155

Income Before Interest Charges 171,215 211,912
Interest Charges:
Interest on long-term debt 88,276 86,934
Other 1,133 2,210
AlTowance for borrowed funds used during
construction (484) (404)
Total 88,925 88,740
Net Income 82,290 123,172

Preferred Dividends

14,301

Balance Available for Common Stock $ 67,989

15,312

107,860




(1)

VIRGINIA ELECTRIC AND POWER COMPANY

1991 ESTIMATED INTERNAL CASH FLOW

(MiTlions of Dollars)

January April July October Estimated
through  through through through 1991
March June September December Jotal
Cash Receipts $998.2 $847.0 $1,019.9 $ 903.4 $3.,768.5
Less:
Cash for Operations 505.4 462.2 500.2 478.7 1,946.5
Taxes paid 55.1 199.0 97.3 170.4 521.8
Interest paid 84.2 89.7 87.1 99.9 360.9
Dividends paid ' ‘
- Preferred Stock 13.1 14.8 13.0 14.9 55.8
- Common Stock ) 85.7 85.0 86.0 86.8 343.5
Decommissioning Trust 5.9 5.9 5.9 5.9 23.6
Changes in working capital 41.0 (1.2) 0.3 (5.8 34.3
Internal cash flow : 207.8 (8.4) 230.1 52.6 482.1
Plus:
Proceeds from sale of 11.6% of
North Anna to 01d Dominion
Electric Co-op 1.2 1.2 1.2 1.2 4.8
Total Cash Flow(l) $209.0 $ (7.2) §$ 231.3 $ 53.8 $ 486.9

Before financing and construction requirements.




VIRGINIA ELECTRIC AND POWER COMPANY
STATEMENT

The Company currently estimates 1991 construction and nuclear fuel
expenditures (exclusive of Allowance for Funds Used During Construction) to be
$780 million. In addition, the Company must provide $146 ﬁil]ion for debt
maturities and mandatory sinking fund payments. The Company expects to raise
about $439 mf11ion through the sales of securities, sales of receivables, and
borrowings under its inter-company credit agreement with Dominion Resources.
The Company is reasonably assured that, based on the best available cash flow
projections which are provided herewith, curtailment of capital expenditures fdr
required nuclear programs would not be required to cover the Price-Anderson
maximum retrospective premium assessment for a single incident of $264.6 million
($66.15 million for Aeach of the four reactors owned by the Company with

assessments not to exceed $10 million per reactor per year) currently in force.




VIRGINIA ELECTRIC AND POWER COMPANY
CERTIFICATE

I, the undersigned B. D. Johnson, do hereby certify, pursuant to the

guarantee requirements set forth in the Commission’s letter dated June 15, 1977,

that .the cash flow projection for 1991, provided herewith, is based on the best

available information and is a reasonably accurate projection of the Company’s

1991 cash flow.

Cormonwealth of Virginia
City of Richmond

Sworn to and subscribed before me
day of

this /4 1991.

Notary PubTic -

My commission expires:ié;uziz /62147922/

NOTARIAL SEAL

P

! B. D/ Johnson
Senior Vice/President-Finance
and Controller





