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VIRGINIA ELECTRIC AND POWER COMPANY

PART I. FINANCIAL INFORMATION
ITEM 1. CONSOLIDATED FINANCIAL STATEMENTS

CONSOLIDATED STATEMENTS OF INCOME
(Unaudited)

Three Months Ended Nine Months Ended
September 30, September 30,

     1999        1998        1999        1998   
(Millions) (Millions)

Revenues:
    Electric service $   1,290.2 $   1,253.1 $    3,319.7 $   3,092.7
    Other        149.7           94.6         295.3         211.7

Total     1,439.9      1,347.7      3,615.0      3,304.4

Expenses:
 Fuel, net 317.9 282.8 779.1 753.3
 Purchased power capacity, net 195.9 216.8 604.3 601.0
   Impairment of regulatory assets 158.6
   Operations and maintenance 264.1 223.8 702.9 627.3

Depreciation and amortization 146.3 142.9 420.3 396.7
Taxes other than income           86.2          87.5         219.5         230.1

Total      1,010.4        953.8      2,726.1      2,767.0

Income from operations 429.5 393.9 888.9 537.4
Other income             5.9            4.4           21.3            14.3
Income before interest and income taxes         435.4        398.3         910.2         551.7
Interest and related charges:

Interest expense, net 72.8 74.5 212.3 233.7
Distributions – Preferred securities of subsidiary trust             2.7            2.7             8.2             8.2

Total           75.5          77.2         220.5         241.9

Income before income taxes 359.9 321.1 689.7 309.8
Income tax expense         124.2         115.1         241.3         125.3
Income before extraordinary item 235.7 206.0 448.4 184.5
Extraordinary item (net of income taxes of $197.1)     ________ ________       (254.8) ________
Net income 235.7 206.0 193.6 184.5
Preferred dividends             9.2            8.9           26.7          26.7
Balance available for Common Stock $     226.5 $     197.1 $      166.9 $     157.8

The Company had no other comprehensive income reportable in accordance with SFAS No. 130, Reporting
Comprehensive Income.

The accompanying notes are an integral part of the consolidated financial statements.
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CONSOLIDATED BALANCE SHEETS

Assets
(Uuaudited)

September 30, December 31,
     1999        1998*   

                 (Millions)
CURRENT ASSETS:

Cash and cash equivalents $     115.1 $        49.6
Accounts receivable:

Customer accounts receivable, net 824.2 777.8
Other 52.9 76.2

Materials and supplies:
Plant and general 146.5 142.0
Fossil fuel 103.8 95.0

Commodity contract assets 352.2 179.8
Other         136.3         149.9

Total current assets      1,731.0      1,470.3

INVESTMENTS:
Nuclear decommissioning trust funds 780.1 705.1
Other           51.3           45.6

Total investments         831.4         750.7

DEFERRED DEBITS AND OTHER ASSETS:
Regulatory assets 223.7 620.0
Unamortized debt issuance costs 31.6 28.5
Commodity contract assets 11.6 17.5
Other           18.6           16.0

Total deferred debits and other assets         285.5         682.0

PROPERTY, PLANT AND EQUIPMENT:
Generation

(includes $287.9 plant under construction in 1999 and $154.4 in 1998) 8,203.7 8,008.7
Transmission and distribution

(includes $157.8 plant under construction in 1999 and $234.8 in 1998)    6,920.0     6,824.6
Other

(includes $75.1 plant under construction in 1999 and $60.1 in 1998)         447.0         374.3
15,570.7 15,207.6

Less accumulated depreciation      6,697.6      6,278.8
8,873.1 8,928.8

Nuclear fuel, net         134.3         153.1
Net property, plant and equipment      9,007.4      9,081.9

Total assets $ 11,855.3 $  11,984.9

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

* The consolidated balance sheet at December 31, 1998 has been derived from the audited consolidated financial
statements at that date.
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VIRGINIA ELECTRIC AND POWER COMPANY

CONSOLIDATED BALANCE SHEETS

Liabilities and Stockholder’s Equity
(Unaudited)

September 30, December 31,
        1999          1998*    

 (Millions)
CURRENT LIABILITIES:

Securities due within one year $      377.4 $        321.0
Short–term debt 257.6 221.7
Accounts payable, trade 620.1 566.5
Payrolls accrued 76.4 79.0
Interest accrued 84.5 93.8
Taxes accrued 206.5 48.1
Commodity contract liabilities 328.3 265.8
Other          157.5          178.7

Total current liabilities       2,108.3       1,774.6

LONG-TERM DEBT       3,486.7       3,464.7

DEFERRED CREDITS AND OTHER LIABILITIES:
Accumulated deferred income taxes 1,430.1 1,563.6
Deferred investment tax credits 150.7 221.4
Commodity contract liabilities 11.6 11.4
Other          210.2          192.5

Total deferred credits and other liabilities       1,802.6       1,988.9

COMMITMENTS AND CONTINGENCIES (See Note (c))

COMPANY OBLIGATED MANDATORILY REDEEMABLE 
PREFERRED SECURITIES OF SUBSIDIARY TRUST**          135.0         135.0

PREFERRED STOCK:
Preferred stock subject to mandatory redemption _________         180.0
Preferred stock not subject to mandatory redemption          509.0         509.0

COMMON STOCKHOLDER’S EQUITY:
Common Stock 2,737.4 2,737.4
Other paid-in capital 16.9 16.9
Earnings reinvested in business       1,059.4       1,178.4

Total common stockholder’s equity       3,813.7       3,932.7

Total liabilities and stockholders’ equity $  11,855.3 $  11,984.9

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

*The consolidated balance sheet at December 31, 1998 has been derived from the audited consolidated financial
statements at that date.

** As described in Note (d) to CONSOLIDATED FINANCIAL STATEMENTS, the 8.05% Junior Subordinated
Notes totaling $139.2 million principal amount constitute 100% of the Trust's assets.



PAGE 6
VIRGINIA ELECTRIC AND POWER COMPANY

CONSOLIDATED STATEMENTS OF CASH FLOWS
(Unaudited)

Nine Months Ended
September 30,

1999 1998
(Millions)

Cash flow from (to) operating activities:
Net income $     193.6 $      184.5
Adjustments to reconcile net income to net cash provided by operating activities:
  Depreciation and amortization 478.4 455.8
  Deferred income taxes 21.8 57.1
  Deferred investment tax credits, net (12.7) (12.7)
  Deferred fuel expenses (27.9) (25.3)
  Extraordinary item, net of income taxes 254.8

      Impairment of regulatory assets 158.6
  Changes in:

Accounts receivable (23.1) (22.6)
Materials and supplies (13.3) (23.6)
Accounts payable, trade 53.6 211.9
Accrued expenses 118.7 57.3
Commodity contract assets and liabilities (103.8) 52.7

  Other        35.0        (55.7)
Net cash flow from operating activities      975.1    1,038.0

Cash flow from (to) financing activities:
Issuance (repayment) of short-term debt, net 35.9 (148.7)

    Issuance of long-term debt 230.0 150.0
Repayment of long-term debt (332.7) (292.5)
Common Stock dividend payments (285.5) (285.7)
Preferred stock dividend payments (26.7) (26.7)
Distribution-preferred securities of subsidiary trust (8.1) (8.2)
Other         (5.3)         (4.7)

Net cash flow to financing activities     (392.4)     (616.5)

Cash flow to investing activities:
Plant expenditures (452.8) (300.6)
Nuclear fuel (39.4) (70.2)
Nuclear decommissioning contributions (19.9) (37.5)
Other         (5.1)         (3.7)

Net cash flow to investing activities     (517.2)     (412.0)

Increase in cash and cash equivalents 65.5 9.5
Cash and cash equivalents at beginning of period        49.6        36.0
Cash and cash equivalents at end of period $   115.1 $      45.5

The accompanying notes are an integral part of the consolidated financial statements.
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VIRGINIA ELECTRIC AND POWER COMPANY

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

(a)     Significant Accounting Policies

General

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 sells electricity to retail customers (including governmental agencies) and to wholesale customers such as rural
electric cooperatives, municipalities, power marketers and other utilities. The Virginia service area comprises about
65 percent of Virginia's total land area, but accounts for over 80 percent of its population. The Company engages in
off-system wholesale purchases and sales of electricity and purchases and sales of natural gas, and is developing
trading relationships beyond the geographic limits of its retail service territory. Within this document, 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, and all of its subsidiaries.

In the opinion of the management of Virginia Power, the accompanying unaudited consolidated financial
statements contain all adjustments, including normal recurring accruals, necessary to present fairly the financial
position as of September 30, 1999, the results of operations for the three months and nine months ended September
30, 1999 and 1998, and the cash flows for the nine months ended September 30, 1999 and 1998. Certain amounts in
the 1998 consolidated financial statements have been reclassified to conform to the 1999 presentation. The results of
operations for the interim period are not necessarily indicative of the results to be expected for the full year.

The consolidated financial statements include the accounts of the Company and its subsidiaries, with all
significant intercompany transactions and accounts being eliminated on consolidation.

The preparation of financial statements in conformity with generally accepted accounting principles requires
management to make estimates and assumptions that affect the reported amounts of assets and liabilities and
disclosure of contingent liabilities at the date of the financial statements and the reported amounts of revenues and
expenses during the reporting period. Actual results could differ from those estimates.

These financial statements should be read in conjunction with the consolidated financial statements, and notes
thereto, included in the Company's Annual Report on Form 10-K for the year ended December 31, 1998.

Discontinuance of SFAS No. 71and Related Accounting Changes

In the first quarter of 1999, the Company discontinued the application of Statement of Financial Accounting
Standards No. 71 (SFAS No. 71), Accounting For The Effects of Certain Types of Regulation, to its generation
operations upon enactment of deregulation legislation. The effect thereof was an after-tax charge of $254.8 million.
See Note (b) for further discussion. As discussed below, the Company prospectively changed certain of its
accounting policies and estimates, pursuant to the discontinuance of SFAS No. 71, to conform such policies and
estimates to those used by non-regulated entities. The overall impact of these changes was not material to the
Company’s results of operations and financial condition.

The Company no longer includes an allowance for funds used during construction (AFC) in the cost of
property, plant, and equipment constructed for its generation operations. Rather, such costs include, where
applicable, interest costs capitalized in accordance with SFAS No. 34, Capitalization of Interest Cost.  The
Company continues to include AFC, rather than capitalized interest, in the cost of property, plant, and equipment
used in its transmission and distribution operations, where permitted by regulating authorities.
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VIRGINIA ELECTRIC AND POWER COMPANY

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Continued)

The Company no longer provides for the cost of removal in its provision for depreciation of generation related
property, as formerly required by regulators. Such costs are expensed as incurred. Also, the Company no longer
records retirements of generation related property by charging accumulated depreciation. Rather, the Company
records gains and losses upon retirement of such property based upon the difference between proceeds received, if
any, and the property’s undepreciated basis at the retirement date. In addition, the Company reevaluated the
economic useful life estimates of its generation related property in light of the scheduled deregulation of the
generation business in Virginia.

(b) Virginia Jurisdictional Rates

In 1998, the Company negotiated a settlement with the Virginia State Corporation Commission (Virginia
Commission) that resolved then outstanding rate proceedings. As part of the settlement, the Company agreed to a
one-time rate refund paid to customers in 1998 and a two-phased rate reduction and base rate freeze through
February 2002. For additional information, see Note P to CONSOLIDATED FINANCIAL STATEMENTS
included in the Company’s Annual Report on Form 10-K for the year ended December 31, 1998.

In March 1999, the Governor of Virginia signed into law legislation establishing a detailed plan to restructure
the electric utility industry in Virginia. Such legislation will deregulate generation by 2002 with the phase-in of
retail customer choice beginning at that time. Under this legislation, the Company's base rates will remain generally
unchanged until July 2007 and recovery of generation-related costs will continue to be provided through the capped
rates. The legislation's deregulation of generation required discontinuation of SFAS No. 71 for the Company's
generation operations in the first quarter of 1999. The Company's transmission and distribution operations continue
to meet the criteria for recognition of regulatory assets and liabilities as defined by SFAS No. 71. In addition, fuel
expense continues to be subject to deferral accounting.

 The effect of discontinuing SFAS No. 71 was an after-tax charge to earnings of $254.8 million. The $254.8
million charge included the write-off of generation-related assets that were not expected to be recovered during the
transition period.  It also included the write-off of approximately $38 million, after-tax, of deferred investment tax
credits.

Also, in conjunction with the discontinuance of SFAS No. 71, the Company reviewed its utility plant assets
and long-term power purchase contracts for possible impairment. No impairments were recorded based on the
Company's analyses which were highly dependent on the underlying assumptions. Significant estimates were
required in recording the effect of the deregulation legislation, including the fair value determination for generating
facilities and estimated purchases under long-term power purchase contracts.

The Company remains subject to numerous risks including, among others, exposure to long-term power
purchase commitment losses, environmental contingencies, changes in tax laws, decommissioning costs, inflation,
increased capital costs, and recovery of certain other items. Management believes the stable rates that are provided
until July 2007 by the legislation present a reasonable opportunity to recover a substantial portion of the Company's
potentially stranded costs as more fully described in our 1998 Form 10-K in Competition--Exposure to Potentially
Stranded Costs, Item 7, Management's Discussion and Analysis of Financial Condition and Results of Operations.
See also Note (b) to CONSOLIDATED FINANCIAL STATEMENTS included in the Company's Form 10-Q for
the period ended March 31, 1999 for further discussion of the impact of the discontinuation of SFAS No. 71 and
impairment review.
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VIRGINIA ELECTRIC AND POWER COMPANY

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Continued)

 (c)  Contingencies

Nuclear Insurance

The Price-Anderson Act limits the public liability of an owner of a nuclear power plant to $9.7 billion for a
single nuclear incident. The Company is a member of certain insurance programs that provide coverage for property
damage to members' nuclear generating plants, replacement power and liability in the event of a nuclear incident.
The Company may be subject to retrospective premiums in the event of major incidents at nuclear units owned by
covered utilities (including the Company). For additional information, see Note C to CONSOLIDATED
FINANCIAL STATEMENTS included in the Company's Annual Report on Form 10-K for the year ended
December 31, 1998.

Environmental Matters

In 1987, the Environmental Protection Agency (EPA) identified the Company and several other entities as
Potentially Responsible Parties (PRPs) at two Superfund sites located in Kentucky and Pennsylvania. Current cost
studies estimate total remediation costs for the sites to range from $106.0 million to $156.1 million. The Company's
proportionate share of the total cost is expected to be in the range of $1.7 million to $2.8 million, based upon
allocation formulas and the volume of waste shipped to the sites. The Company has accrued a reserve of $1.7
million to meet its obligations at these two sites. Based on a financial assessment of the PRPs involved at these sites,
the Company has determined that it is probable that the PRPs will fully pay the costs apportioned to them.

The Company generally seeks to recover its costs associated with environmental remediation from third party
insurers. At September 30, 1999, any pending or possible claims were not recognized as an asset or offset against
such obligations of the Company.

In April 1999, the Company was notified by the Department of Justice of alleged noncompliance with the
EPA’s oil spill prevention, control and countermeasures (SPCC) plans and facility response plan (FRP) requirements
at one of the Company’s power stations.  If, in a legal proceeding, such instances of noncompliance are deemed to
have occurred, the Company may be required to remedy any alleged deficiencies and pay civil penalties.  Settlement
of this matter is currently in negotiation and is not expected to be material to the Company’s financial condition or
results of operations.

In August 1999, the Company identified matters at certain other power stations that the EPA might view as not
in compliance with the SPCC and FRP requirements.  The Company reported these matters to the EPA and its plan
for correction thereof.  Presently, the EPA has not assessed any penalties against the Company, pending its review of
the Company’s disclosure information.  Future resolution of these matters is not expected to have a material impact
on the Company’s financial condition or results of operations.

For additional information regarding Contingencies, see Note Q to CONSOLIDATED FINANCIAL
STATEMENTS included in the Company's Annual Report on Form 10-K for the year ended December 31, 1998.

(d)  Company Obligated Mandatorily Redeemable Preferred Securities of Subsidiary Trust

In 1995, the Company established Virginia Power Capital Trust I (VP Capital Trust). VP Capital Trust sold
5,400,000 shares of Preferred Securities for $135.0 million, representing preferred beneficial interests and 97%
beneficial ownership in the assets held by VP Capital Trust.

Virginia Power issued $139.2 million of its 1995 Series A, 8.05% Junior Subordinated Notes (the Notes) in
exchange for the $135.0 million realized from the sale of the Preferred Securities and $4.2 million of common
securities of VP Capital Trust. The common securities represent the remaining 3% beneficial ownership interest in
the assets held by VP Capital Trust. The Notes constitute 100% of VP Capital Trust's assets.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Continued)

(e)  Preferred Stock

As of September 30, 1999, there were 1,800,000 and 5,090,140 issued and outstanding shares of preferred
stock subject to mandatory redemption and preferred stock not subject to mandatory redemption, respectively.
There are 10,000,000 authorized shares of the Company's preferred stock.

Of the 1,800,000 issued and outstanding shares of preferred stock subject to mandatory redemption, 400,000
shares are scheduled to be redeemed in March 2000 and the remaining 1,400,000 shares are scheduled to be
redeemed in September 2000.  Accordingly, the Company has classified the $180 million of preferred stock subject
to mandatory redemption in Securities due within one year at September 30, 1999.

(f) Long-Term Incentives

Certain officers and key employees of Virginia Power participate in a stock-based compensation plan
sponsored by the Company’s parent, Dominion Resources, Inc. During the first nine months of 1999, approximately
2 million Dominion Resources common stock options were granted to these individuals. As a result of a change
adopted in September 1999, these stock options will vest on January 1, 2000. No compensation expense was
recognized under the provisions of Accounting Principles Board Opinion No. 25, Accounting for Stock Issued to
Employees and related Interpretations. Had compensation expense been measured based on the fair value of the
options on the date of grant, calculated under the provisions of SFAS No. 123, Accounting for Stock Based
Compensation, the Company’s allocated share of such compensation expense would not have a material effect on
reported net income for the three months and nine months ended September 30, 1999.

(g)  Recently Issued Accounting Standards

The Financial Accounting Standards Board (FASB) recently issued SFAS No. 137, Accounting for Derivative
Instruments and Hedging Activities--Deferral of the Effective Date of FASB Statement No. 133, which defers the
effective date of SFAS No. 133, Accounting for Derivative Instruments and Hedging Activities. As a result, the
Company must adopt SFAS No. 133 no later than January 1, 2001. SFAS No. 133 requires that derivative
instruments (including certain derivative instruments embedded in other contracts) be recorded in the balance sheet
as either an asset or liability measured at fair value. The statement requires that changes in a derivative's fair value
be recognized currently in earnings unless specific hedge accounting criteria are met.

The FASB-sponsored Derivatives Implementation Group that is addressing implementation issues related to
SFAS No. 133 has tentatively concluded that certain long-term power purchase contracts may be considered
derivatives under SFAS No. 133. The Company has not yet quantified the impacts of adopting SFAS No. 133 and
has not yet determined the timing of, or method of, adoption.

(h)  Business Segments

The Company manages its operations along two primary business lines, generation and wires.  The Generation
Business encompasses the Company's generation portfolio, trading and marketing activities, nuclear consulting
services and energy services activities.  The Wires Business includes bulk power transmission, distribution and
metering services, and customer service and continues to be subject to cost-based regulation.

The majority of the Company's revenues are provided through bundled rate tariffs.  Such revenues generally
are allocated between the two business lines for management reporting based on prior cost of service studies.
Interest allocations are based on internal management estimates.  Income taxes are calculated using the Company's
effective rate.  The Other column includes the impact of the settlement of the Company’s 1998 Virginia
jurisdictional rate proceedings recorded in the second quarter of 1998 and the extraordinary item recorded in the
first quarter of 1999.  The segments are measured on their operating performance and are not held accountable for
these unusual items. In addition, the Other column reflects the effects of measuring certain of the segments’
financial information on a basis different than that used to prepare the consolidated financial statements.
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VIRGINIA ELECTRIC AND POWER COMPANY

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Continued)

Description
Generation
Business

Wires
Business Other

Consolidated
Total

(Millions)
Three Months Ended September 30, 1999

Revenues $  1,076.0 $        354.7 $ 9.2 $   1,439.9
Depreciation and amortization 68.9 62.2 15.2 146.3
Earnings before interest and taxes 289.1 144.1  2.2 435.4
Interest 35.2 38.1 2.2 75.5
Income taxes 86.2 38.0 124.2
Net income 167.7 68.0 235.7
Total Assets 7,250.5 4,604.8 11,855.3
Capital expenditures 70.2 66.2 136.4

Three Months Ended September 30, 1998
Revenues $   1,013.6 $          329.1 $ 5.0 $   1,347.7
Depreciation and amortization 76.5 56.6 9.8 142.9
Earnings before interest and taxes 240.5 157.8 398.3
Interest 39.4 37.8 77.2
Income taxes 72.2 42.9 115.1
Net income 128.9 77.1 206.0
Total Assets-December 31, 1998 7,389.1 4,595.8 11,984.9
Capital expenditures 24.6 85.6 110.2

Nine Months Ended September 30, 1999
Revenues $  2,688.6 $        905.6    $ 20.8 $   3,615.0
Depreciation and amortization 213.9 183.5 22.9 420.3
Earnings before interest and taxes 540.9 367.1 2.2 910.2
Interest 107.4 110.9 2.2 220.5
Income taxes 149.3 92.0 241.3
Net income 284.2 164.2 (254.8) 193.6
Capital expenditures 221.5 231.3 452.8

Nine Months Ended September 30, 1998
Revenues $   2,576.4 $         867.2 $ (139.2) $   3,304.4
Depreciation and amortization 231.2 179.7 (14.2) 396.7
Earnings before interest and taxes 477.0 355.6 (280.9) 551.7
Interest 117.9 113.3 10.7 241.9
Income taxes 129.7 86.2 (90.6) 125.3
Net income 229.4 156.1 (201.0) 184.5
Capital expenditures 77.3 223.3 300.6
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VIRGINIA ELECTRIC AND POWER COMPANY

ITEM 2. MANAGEMENT'S DISCUSSION AND ANALYSIS OF
FINANCIAL CONDITION AND RESULTS OF OPERATIONS

This Management's Discussion and Analysis of Financial Condition and Results of Operations contains
"forward-looking statements" as defined by the Private Securities Litigation Reform Act of 1995, including (without
limitation) discussions as to expectations, beliefs, plans, objectives and future financial performance, or assumptions
underlying or concerning matters discussed in this document. These discussions, and any other discussions,
including certain contingency matters (and their respective cautionary statements) discussed elsewhere in this report,
that are not historical facts, are forward-looking and, accordingly, involve estimates, projections, goals, forecasts,
assumptions and uncertainties that could cause actual results or outcomes to differ materially from those expressed
in the forward-looking statements.

The business and financial condition of Virginia Power are influenced by a number of factors including
political and economic risks, market demand for energy, inflation, capital market conditions, governmental policies,
legislative and regulatory actions (including those of the Federal Energy Regulatory Commission (FERC), the
Environmental Protection Agency, the Department of Energy, the Nuclear Regulatory Commission, the Virginia
Commission and the North Carolina Utilities Commission), industry and rate structure and legal and administrative
proceedings. Some other important factors that could cause actual results or outcomes to differ materially from those
discussed in the forward-looking statements include changes in and compliance with environmental laws and
policies, weather conditions and catastrophic weather-related damage, present or prospective wholesale and retail
competition, competition for new energy development opportunities, pricing and transportation of commodities,
operation of nuclear power facilities, acquisition and disposition of assets and facilities, recovery of the cost of
purchased power, nuclear decommissioning costs, the ability of the Company, its suppliers, and its customers to
successfully address Year 2000 readiness issues, exposure to changes in the fair value of commodity contracts,
counter-party credit risk and unanticipated changes in operating expenses and capital expenditures. All such factors
are difficult to predict, contain uncertainties that may materially affect actual results, and may be beyond the control
of Virginia Power. New factors emerge from time to time and it is not possible for management to predict all such
factors, nor can it assess the impact of each such factor on Virginia Power.

Any forward-looking statement speaks only as of the date on which such statement is made, and Virginia
Power undertakes no obligation to update any forward-looking statement or statements to reflect events or
circumstances after the date on which such statement is made.

As discussed in Note (h) to CONSOLIDATED FINANCIAL STATEMENTS, we manage our operations in a
manner that requires disclosure of two separate segments--the Generation Business and the Wires Business.
However, the majority of our revenues are provided through bundled rate tariffs.  Such revenues are allocated
between the segments for internal reporting purposes. Certain activities discussed in Liquidity and Capital Resources
are not managed currently at the segment level; however, specific references to segments are made as appropriate.
The following discussion of trends and variations generally applies to the Company as a whole.

Liquidity and Capital Resources

Operating activities resulted in $62.9 million decreased cash flow for the nine months ended September 30,
1999 as compared to the same period in 1998. This decrease reflects primarily the timing of payments of accounts
payable and certain other expenses. Internal generation of cash exceeded our capital requirements during the first
nine months of 1999 and 1998.
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ITEM 2. MANAGEMENT'S DISCUSSION AND ANALYSIS OF
FINANCIAL CONDITION AND RESULTS OF OPERATIONS

(Continued)

Financing activities for the first nine months of 1999 resulted in a net cash outflow of $392.4 million.

Cash flow from (to) financing activities was as follows:
Nine Months Ended

September 30,
     1999          1998      

(Millions)
Issuance (repayment) of short-term debt, net $ 35.9 $  (148.7)
Issuance of long-term debt 230.0 150.0
Repayment of long-term debt (332.7) (292.5)
Payment of dividends (312.2) (312.4)
Other           (13.4)           (12.9)

Net cash flow to financing activities        $(392.4)      $  (616.5)

In June 1999, we issued $150 million in aggregate principal of unsecured Senior Notes, Series 1999-A, with an
annual coupon rate of 6.7%, due June 30, 2009; and $80 million of Medium-Term Notes, Series G, with an annual
coupon rate of 6.3%, due June 21, 2001.

During the first nine months of 1999, we retired $309 million in aggregate principal amount of mandatory debt
maturities.  In July 1999, we repurchased $23.7 million in aggregate principal amount of First and Refunding
Mortgage Bonds that were made available through the open market.

As of September 30, 1999, we have available for our use to meet capital requirements $915 million of
remaining principal amount under our currently effective shelf registrations with the Securities and Exchange
Commission.

We have a commercial paper program that is supported by two credit facilities totaling $500 million. Proceeds
from the sale of commercial paper are primarily used to provide working capital. Net borrowings under the program
were $257.6 million at September 30, 1999.

On November 1, 1999, we issued $75 million in aggregate principal of unsecured Senior Notes, Series 1999-B,
with an annual coupon rate of 7.2%, due November 1, 2004.

Investing activities for the first nine months of 1999 resulted in a net cash outflow of $517.2 million primarily
due to $452.8 million of plant expenditures, $39.4 million of nuclear fuel expenditures and $19.9 million of
contributions to nuclear decommissioning trusts. Of the plant expenditures, we spent approximately $221.5 million
on Generation Business projects, including additional capacity and environmental upgrades, and $231.3 million on
Wires Business projects.

Cash flow to investing activities was as follows:

Nine Months Ended
September 30,

      1999           1998     
(Millions)

Plant expenditures $ (452.8) $  (300.6)
Nuclear fuel (39.4) (70.2)
Nuclear decommissioning contributions (19.9) (37.5)
Other             (5.1)             (3.7)

Net cash flow to investing activities $  (517.2) $   (412.0)
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Results Of Operations

General

Revenues for the three months and nine months ended September 30, 1999 were allocated to the Generation and
Wires Businesses as follows:

Three Months Ended
September 30,

Nine Months Ended
September 30,

1999 1998 1999      1998
(Millions) (Millions)

Generation $ 1,076.0 $ 1,013.6 $ 2,688.6 $ 2,576.4
Wires 354.7 329.1    905.6     867.2

Revenues for the three months and nine months ended September 30, 1999 varied from the same periods in the
prior year primarily due to the following factors that affect both the Generation and Wires Businesses.

Three Months Ended
September 30,
1999 vs. 1998

Nine Months Ended
September 30,
1999 vs. 1998

(Millions) (Millions)
Revenue – Electric Service
 Customer growth $ 21.0 $ 54.5
 Weather 5.1 12.5
 Base rate refund 153.7
 Base rate reduction (14.9) (46.3)
 Fuel rate variance 17.8 18.7
 Other retail, net            (2.1)           2.7

Total retail           26.9        195.8
Other electric service           10.2          31.2

Total electric service  $        37.1 $     227.0

Electric service revenues consists primarily of sales to retail customers in our service territory at rates
authorized by the Virginia and North Carolina commissions and sales to cooperatives and municipalities at
wholesale rates authorized by FERC. The primary factors affecting this revenue in the three months and nine months
ended September 30, 1999 were customer growth, weather, rate refund/rate reduction, and changes in fuel rates.

Customer growth – There were 37,735 more customers at September 30, 1999 as compared to September 30,
1998. These additional customers increased our electric service revenues by $21.0 million and $54.5 million for
the quarter and nine months ended September 30, 1999, respectively, as compared to the same periods in 1998.

Weather – Electric service revenues for the nine months ended September 30, 1999 increased $12.5 million
over the comparable period in 1998. This overall net increase reflects higher electricity demand for heating and
cooling purposes during the first quarter and majority of the third quarter of 1999 as compared to those periods
in the prior year.  These increases were partially offset by lower electricity demand in the second quarter of
1999 due to somewhat milder weather during that period as compared to the same period in the prior year.
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Heating and cooling degree-days were as follows:

Three months Ended
September 30,

Nine months Ended
September 30,

1999 1998 Normal 1999 1998 Normal
2,240 2,035 2,431
10.1% (12.8)%

1,095 1,148 1,072 1,460 1,612 1,522

Heating degree-days
Percentage change from prior year

Cooling degree-days
Percentage change from  prior year (4.6)% 18.0% (9.4)% 25.7%

Rate refund and rate reduction -- In the second quarter of 1998, as part of the settlement to resolve then
outstanding rate proceedings, we agreed to a one-time rate refund of approximately $150 million and a two-
phased rate reduction, $100 million effective March 1, 1998 and an additional $50 million effective March 1,
1999, with a base rate freeze through February 2002.  Electric service revenues for the nine months ended
September 30, 1999 increased approximately $150 million as compared to the same period in 1998 because of
the 1998 rate refund. This increase was partially offset by the two-phased rate reduction that reduced electric
service revenues for the three months and nine months ended September 30, 1999 by $14.9 and $46.3 million,
respectively.

Fuel rates – The increase in fuel rate revenues is attributable to higher fuel rates in effect during the second and
third quarters of 1999, as compared to the same periods in 1998.

 Impairment of regulatory assets was recorded during the second quarter of 1998 in connection with the 1998
rate settlement. See Note (b) to the CONSOLIDATED FINANCIAL STATEMENTS.

Interest expense, net decreased for the nine months ended September 30, 1999, as compared to the same period in
1998, due in part to the interest cost associated with the 1998 rate refund in the 1998 rate settlement.  See Note (b) in
CONSOLIDATED FINANCIAL STATEMENTS for further discussion of the 1998 rate settlement. In addition,
upon discontinuance of SFAS No. 71, we began capitalizing interest in accordance with SFAS No. 34,
Capitalization of Interest Cost, in our Generation Business construction projects.

Extraordinary item –Discontinuance of SFAS No. 71 - On March 25, 1999, the Governor of Virginia signed into
law legislation establishing a detailed plan to restructure the electric utility industry in Virginia. See Note (b) to
CONSOLIDATED FINANCIAL STATEMENTS.

Under this legislation, our base rates will remain generally unchanged until July 2007. We believe these rates
will provide a reasonable opportunity to recover potentially stranded costs. The legislation's deregulation of
generation is an event that required discontinuation of SFAS No. 71 for our generation operations although recovery
of generation-related costs continues to be provided through capped rates and wires charges assessed to those
customers opting for alternate suppliers. Our transmission and distribution operations continue to meet the criteria
for recognition of regulatory assets and liabilities as defined by SFAS No. 71. In addition, cost-based recovery of
fuel expenses continues until July 2007.  Generation-related assets and liabilities that will not be recovered through
the capped rates were written off in March 1999, resulting in an after-tax charge to earnings of $254.8 million.
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Generation Business

Our Generation Business increased net income by approximately $38.8 million and $54.8 million for the three
months and nine months ended September 30, 1999 as compared to the same periods in 1998. The overall change
was primarily attributable to changes in the composition and the fair value of our portfolio of commodity contracts
as well as the settlement of commodity contract liabilities using Company resources rather than market purchases.
Selected financial information relevant to our Generation Business is as follows:

Three Months Ended
September 30,

Nine Months Ended
September 30,

1999 1998 1999      1998
(Millions) (Millions)

Revenues—electric service $ 942.1  $ 931.9 $ 2,427.8 $ 2,395.8
Revenues—other 133.9 81.7 260.8 180.6
Fuel, net 317.8 282.8 779.1 753.3
Purchased power capacity, net 195.9 216.7 604.3 601.0
Operation and maintenance 131.7 123.4 365.3 319.6
Earnings before interest and taxes 289.1 240.5 540.9 477.0
Net income 167.7 128.9 284.2 229.4

Revenues-other includes sales of electricity beyond our service territory and sales of natural gas, nuclear
consulting services, energy management services and other revenue. The increase for the three months and nine
months ended September 30, 1999, as compared to the same periods in 1998, is primarily due to changes in the
composition and the fair value of our portfolio of commodity contracts as well as the settlement of commodity
contract liabilities using Company resources rather than market purchases.

Fuel, net increased for the three months ended September 30, 1999 primarily due to increased energy purchases
to meet system requirements and the effect of increased fuel rate recoveries in 1999. Fuel, net for the nine months
ended September 30, 1999 increased due to increased fuel costs resulting from higher production from our
generating units and increased energy purchases, offset in part by deferral of fuel costs expected to be recovered in
future fuel rates.

Purchased power capacity, net for the three months ended September 30, 1999 decreased as compared to the
comparable period in 1998, primarily due to the timing of the accrual of certain contract payments in the third
quarter of 1998.

Operations and maintenance increased for the nine months ended September 30, 1999 as compared to
comparable period in 1998, primarily as a result of costs associated with planned outages.
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Wires Business

Overall, our Wires Business contributed $9.1 million less to net income for the three months ended September
30, 1999, as compared to the same period in 1998, primarily due to increased service restoration costs associated
with hurricane damage. For the nine months ended September 30, 1999, our Wires Business generated an additional
$8.1 million of net income as compared to the same period in 1998. The overall change was primarily due to
increased revenues for electric transmission services and customer growth, offset in part by increased expenses
associated with ice storm and hurricane damage. Selected financial information relevant to our Wires Business is as
follows:

Three Months Ended
September 30,

Nine Months Ended
September 30,

1999 1998 1999      1998
(Millions) (Millions)

Revenues—electric service $ 348.0  $ 321.1 $ 891.8 $ 850.5
Operation and maintenance 99.8 72.2 231.4 213.0
Earnings before interest and taxes 144.1 157.8 367.1 355.6
Net income 68.0 77.1 164.2 156.1

Electric service revenues increased in both the three months and nine months ended September 30, 1999, as
compared to the same period in 1998, due to increased revenues for electric transmission services and increased
sales resulting primarily from customer growth.

Operations and maintenance related to the Wires Business increased for the three months and nine months
ended September 30, 1999 as compared to comparable periods in 1998, primarily due to increased service
restoration costs during the first and third quarters of 1999 associated with ice storm and hurricane damage.

Contingencies

For information on contingencies, see Note (c) to CONSOLIDATED FINANCIAL STATEMENTS.

Future Issues

Competition

On March 25, 1999, the Governor of Virginia signed into law legislation establishing a detailed plan to
restructure the electric utility industry in Virginia which will provide for customer choice beginning in 2002. Under
this legislation, our base rates will remain unchanged until July 2007 and recovery of generation-related costs will
continue to be provided through capped rates and wires charges assessed to those customers opting for alternate
suppliers. In the absence of capped rates, we would be exposed, on a pre-tax basis, to approximately $3.2 billion of
potential losses related to long-term power purchase commitments.

The legislation's deregulation of generation is an event that requires discontinuation of SFAS No. 71 for our
generation operations. Our transmission and distribution operations continue to meet the criteria for recognition of
regulatory assets and liabilities as defined by SFAS No. 71. In addition, cost-based recovery of fuel expenses
continues until July 2007.
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We are subject to a base rate freeze at reduced revenue levels until July 2007. In addition, we remain subject to
numerous risks including, among others, exposure to long-term power purchase commitment losses, environmental
contingencies, changes in tax laws, decommissioning costs, inflation, increased capital costs, and recovery of certain
other items. We believe the stable rates that are provided until July 2007 by the legislation present a reasonable
opportunity to recover a substantial portion of our potentially stranded costs as more fully described in our 1998
Form 10-K. See Competition--Exposure to Potentially Stranded Costs, Item 7, Management's Discussion and
Analysis of Financial Condition and Results of Operations.

For additional information, see Note (b) to CONSOLIDATED FINANCIAL STATEMENTS and our
discussion of the retail access pilot program in Item 5. Other Information in Part II of this Form 10-Q.

North Carolina Rates

In support of the request of our parent company, Dominion Resources, for approval by the North Carolina
Utilities Commission of its proposed merger with Consolidated Natural Gas Company, we and Dominion Resources
reached an agreement with the Public Staff of the North Carolina Utilities Commission. As part of the agreement,
we agreed not to request an increase in our North Carolina retail electric base rates until after December 31, 2005,
except for certain events that would have a significant financial impact on our Company. Such events could include
any governmental action or an occurrence that is beyond our control and not attributable to our fault or negligence.
However, fuel rates are still subject to change under the annual fuel cost adjustment proceedings. The North
Carolina Utilities Commission approved the merger, subject to conditions agreed to by Dominion Resources and our
Company, on October 18, 1999.

Clean Air Act Matters

On November 8, 1999 and September 21, 1999, we received notices from the Attorney General of the States of
Connecticut and New York, respectively, of their intention to file suit against our Company for alleged violations of
the Clean Air Act.  The notices question whether modifications at certain Virginia Power generating facilities were
properly permitted under the Clean Air Act and allege that emissions from these facilities have contributed to
damage to public health and the environment in the Northeast. To date, no suits have been filed.  We believe, based
on newspaper reports and other sources, that we are one of a number of companies with fossil fuel power generating
stations in the southeast and central U.S. to have received such notifications.  We believe that we have obtained the
permits necessary in connection with our generating facilities and that suits, if any, filed by the Attorney Generals
would not have a material adverse effect on our financial condition or results of operations.

Year 2000 Readiness

The systems essential to providing electricity to our 2 million customers during the New Year rollover are year
2000 ready.  Greater than 99% of our systems identified as critical to our operations are year 2000 ready.  We
anticipate that 100% of such systems will be year 2000 ready prior to January 1, 2000.  During the remainder of
1999, the project team will focus on validating and fine-tuning contingency plans, non-critical remediation,
validation of remediated components, and validation of critical supplier readiness.

We expect year 2000 costs to be approximately $28 million to $33 million.  Actual year 2000 costs of $23
million have been expended as of  September 30, 1999.  Expenses not yet incurred relate to contingency planning,
communications activities, remediation of non-critical systems and continued remediation validation.

We have completed a comprehensive assessment of the readiness of our suppliers. Suppliers include vendors,
manufacturers, material providers, service providers, other energy providers and business partners.  Based on this
assessment, we have developed contingency plans for critical suppliers such as having extra supplies on hand.
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Our year 2000 readiness efforts include evaluation of reasonably likely worst case scenarios and the
development of contingency plans to address such scenarios, should they occur. In June 1999, we submitted our
final contingency plans to the Southeastern Electric Reliability Council, one of the ten regional reliability councils in
the North American Electric Reliability Council (NERC).

When developing our contingency plans, we took into account that the Company, and the entire electric power
industry, already have extensive contingency plans in place for many events such as extreme temperatures, storms,
equipment failures, sudden loss of customer load or sudden loss of a generation unit.  Year 2000 contingency
planning is an extension of these existing plans.  For example, one contingency plan allows for multiple alternate
means of voice communications in the event that the public communication network fails.

Our contingency planning efforts also include developing precautionary measures.  Precautionary measures are
intended to position us to be able to mitigate the impact of any year 2000 related problem, in the unlikely event a
problem occurs. An example of these precautionary measures includes planned additional staffing in key operational
positions to facilitate quick responses to unexpected events.

We are actively participating in industry contingency planning efforts at the regional and national level.  We
successfully participated in two nationwide drills by electric utilities on April 9, 1999, and on September 8-9, 1999,
coordinated by the NERC. The April exercise simulated the partial failure of some primary voice and data
communications to demonstrate the ability of electric utilities to communicate operating information using backup
systems.  The September drill was a simulation of the rollover and tested administration, operating, communications,
and contingency response plans for the year 2000 transition. No actual communication systems or generating units
were shut down during either exercise.  Service to our customers during the two drills was not affected.

We will continue to refine and validate our year 2000 contingency plans throughout the remainder of 1999.

We cannot estimate or predict the potential adverse consequences, if any, that could result from a third party’s
failure to effectively address the year 2000 issue, but believes that any impact would be short-term in nature and
would not have a material adverse impact on results of operations.  Based on our Company’s and industry analyses
to date, we do not believe the most reasonably likely worst case scenarios identified above, if they were to occur,
would have a material adverse affect on our businesses or results of operations.

For additional information, see Year 2000 Compliance under MANAGEMENT'S DISCUSSION AND
ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS included in our Annual Report on
Form 10-K for the year ended December 31, 1998.

Market Risk Sensitive Instruments and Risk Management

Commodity Price Risk

As part of our strategy to market energy from our generation capacity and to manage related risks, we manage
a portfolio of derivative commodity contracts held for trading purposes. These contracts are sensitive to changes in
the prices of natural gas and electricity. We employ established policies and procedures to manage the risks
associated with these price fluctuations and use various commodity instruments, such as futures, swaps and options,
to reduce risk by creating offsetting market positions. In addition, we seek to use our generation capacity, when not
needed to serve customers in our service territory, to satisfy commitments to sell energy.
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One of the techniques commonly used to measure risk in a commodity trading portfolio is sensitivity analysis,
which determines a hypothetical change in the fair value of the portfolio which would result from assumed changes
in the market prices of the related commodities. The fair value of the portfolio is a function of the underlying
commodity, contract prices and market prices represented by each derivative commodity contract. For exchange-for-
physical contracts, basis swaps, fixed price forward contracts and options which require physical delivery of the
underlying commodity, market value reflects our best estimates considering over-the-counter quotations, time value
and volatility factors of the underlying commitments. Exchange-traded futures and options are marked to market
based on closing exchange prices.

We have determined a hypothetical loss by calculating a hypothetical fair value for each contract assuming a
10 percent unfavorable change in the market prices of the related commodity and comparing it to the fair value of
the contracts based on market prices at September 30, 1999 and December 31, 1998. This hypothetical 10 percent
change in commodity prices would have resulted in a hypothetical loss of approximately $4.3 million and $13.5
million in the fair value of our commodity contracts as of September 30, 1999 and December 31, 1998, respectively.

The sensitivity analysis does not include the price risks associated with utility fuel requirements, since these
costs are generally provided for through our rates established by the regulatory commissions having jurisdiction over
fuel cost recovery, nor does it include risks that are either non-financial or non-quantifiable. In addition, provisions
are made in the financial statements to address credit risk.

Equity Price Risk and Interest Rate Risk

We are exposed to fluctuations in interest rates related to debt securities and prices of marketable equity
securities held in its Nuclear Decommissioning Trusts. In addition, we are exposed to interest rate risk through our
use of fixed rate and variable rate debt and preferred securities as sources of capital. For additional information, see
Market Risk Sensitive Instruments and Risk Management under MANAGEMENT'S DISCUSSION AND
ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS included in our Annual Report on
Form 10-K for the year ended December 31, 1998.
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Environmental Matters

In April 1999, the Company was notified by the Department of Justice of alleged noncompliance with the
EPA’s oil spill prevention, control and countermeasures (SPCC) plans and facility response plan (FRP) requirements
at one of the Company’s power stations.  If, in a legal proceeding, such instances of noncompliance are deemed to
have occurred, the Company may be required to remedy any alleged deficiencies and pay civil penalties.  Settlement
of this matter is currently in negotiation and is not expected to be material to the Company’s financial condition or
results of operations.

In August 1999, the Company identified matters at certain other power stations that the EPA might view as not
in compliance with the SPCC and FRP requirements.  The Company reported these matters to the EPA and its plan
for correction thereof.  Presently, the EPA has not assessed any penalties against the Company, pending its review of
the Company’s disclosure information.  Future resolution of these matters is not expected to have a material impact
on the Company’s financial condition or results of operations.

Clean Air Act Matters

On November 8, 1999 and September 21, 1999, Virginia Power received notices from the Attorney General of
the States of Connecticut and New York, respectively, of their intention to file suit against the Company for alleged
violations of the Clean Air Act.  The notices question whether modifications at certain Virginia Power generating
facilities were properly permitted under the Clean Air Act and allege that emissions from these facilities have
contributed to damage to public health and the environment in the Northeast.  To date, no suits have been filed.  The
Company believes, based on newspaper reports and other sources, that it is one of a number of companies with fossil
fuel power generating stations in the southeast and central U.S. to have received such notifications.  The Company
believes that it has obtained the permits necessary in connection with its generating facilities and that suits, if any,
filed by the Attorney Generals will not have a material adverse effect on the Company and its subsidiaries.

Item 5. Other Information

Regulation

Virginia

As previously reported, on March 20, 1998, the Virginia Commission issued an Order instructing Virginia
Power and AEP-Virginia, as the Commonwealth’s two largest investor-owned utilities, each to design and file a
retail access pilot program.  We filed a report on November 2, 1998, describing the details, objectives and
characteristics of our proposed retail access pilot program.   On August 6, 1999 the Hearing Examiner issued a
report on interim rules for the introduction of electric and natural gas retail competition in Virginia.   On September
8, 1999, Virginia Power, the Virginia Commission Staff and two other parties entered into an agreement which
resolved the size and scope of the proposed Pilot Program and the methodology for determining the market price of
electricity used in calculating the wires charge assessed to those customers opting for alternate suppliers.   A
Hearing was held on September 8-9, 1999 and the Hearing Examiner’s Report is anticipated later this year.

FERC
On June 3, 1999, Virginia Power, together with American Electric Power Services Corporation, Consumers

Energy Company, The Detroit Edison Company, and First Energy Corporation, on behalf of themselves and their
public utility operating company subsidiaries filed with FERC applications under Sections 205 and 203 of the
Federal Power Act for approval of the proposed Alliance Regional Transmission Organization (Alliance RTO).
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The application seeks approval to create the Alliance RTO.  If accepted, the Alliance RTO would operate
the transmission systems of the companies, ensure transmission reliability and provide non-discriminatory access to
the transmission grid.  The applications include a proposed Alliance RTO open access transmission tariff that would
cover service into, from and through the Alliance RTO.

On October 1, 1999 the application process to form the Alliance RTO was completed.  The Alliance
Companies requested FERC issue an order approving the formation of the Alliance RTO by December 31, 1999.

Rates
Virginia

On October 22, 1999, Virginia Power filed an application with the Virginia Commission for an increase of
approximately $86 million in fuel rates to be effective December 1, 1999.  The Company is waiting for a hearing to
be scheduled.

North Carolina
Rate Agreement

In support of our parent company, Dominion Resources’, request for approval by the North Carolina
Utilities Commission of its proposed merger with Consolidated Natural Gas Company, the Company and Dominion
Resources reached an agreement with the Public Staff of the North Carolina Utilities Commission. As part of the
agreement, the Company agreed not to request an increase in our North Carolina retail electric base rates until after
December 31, 2005, except for certain events that would have a significant financial impact on our Company. Such
events could include any governmental action or an occurrence that is beyond our control and not attributable to our
fault or negligence. However, fuel rates are still subject to change under the annual fuel cost adjustment
proceedings. The North Carolina Utilities Commission approved the merger, subject to conditions agreed to by
Dominion Resources and our Company, on October 18, 1999.

Cogenerators and Small Power Producers

As previously reported, on November 6, 1998 we filed for approval of a new Schedule 19 which governs
purchases from cogenerators and small power producers.  On July 16, 1999, the North Carolina Commission issued
an order directing us to file, on or before July 26, 1999, a long-term standard contract terms and conditions for five,
ten and fifteen year periods for qualifying hydro-electric facilities and small power producers.   On August 26, 1999
we filed the standard contract terms as directed by the North Carolina Commission.

Fuel Filing

On September 17, 1999, the Company filed a request with the North Carolina Commission for a $5.5
million increase in annual fuel rates.  A hearing on the matter is scheduled for November 16, 1999.

Sources of Power

       Virginia Power established a new one-hour integrated service area summer peak demand of 16,216 MW on July
6, 1999.  Also on July 6, 1999, a new system energy output record was established for a 24-hour period of 326,188
MWh.

Future Sources of Power

As previously reported, on May 14, 1999 the Virginia Commission approved construction of four gas-fired
turbine generators in Fauquier County, Virginia.  A Petition to Appeal the approval was filed by an opposing party
July 13, 1999, in the Virginia Supreme Court. On September 28, 1999 the Virginia Supreme Court agreed to hear
the Appeal.  The same party has appealed the air permit issued to the Company by the Department of Environmental
Quality.  The Company will participate in both of the appeals in support of upholding the applicable order and
permit.  Construction of the units has begun with commercial operation expected by mid 2000.
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Item 6. Exhibits and Reports on Form 8-K

(a) Exhibits:

3       Bylaws as in effect October 15, 1999 (filed herewith).

27 Financial Data Schedule (filed herewith).

(b) Reports on Form 8-K:

The Company filed a Current Report on Form 8-K, dated October 27, 1999, relating to the sale of $75 million
of Senior notes.
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