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U.S. Nuclear Regulatory Commission

Attention: Document Control Desk

Washington, D.C. 20555

Re: Kewaunee Nuclear Power Plant
Docket No. 50-305
Facility Operating License No. DPR-43
Application for Order and Conforming License Amendment to Transfer License

Pursuant to Section 184 of the Atomic Energy Act of 1954, as amended (“AEA”),
and 10 C.F.R. § 50.80, Dominion Energy Kewaunee, Inc. ("Dominion Energy
- Kewaunee”) and Nuclear Management Company, LLC (*“NMC”), with NMC acting on
behalf of Wisconsin Public Service Corporation (“WPSC") and Wisconsin Power and
Light Company (“WPL"), (collectively “the Applicants”), hereby submit the enclosed
application to the Nuclear Regulatory Commission (“‘NRC”). The Applicants request an
order consenting to the transfer of Facility Operating License No. DPR-43 for the
Kewaunee Nuclear Power Plant (“Kewaunee”) to Dominion Energy Kewaunee. This
request is in connection with the sale of the respective ownership interests in
Kewaunee currently held by WPSC (59%) and WPL (41%) to Dominion Energy
Kewaunee and the related transfer of .operating responsibility for the plant from NMC to
Dominion Energy Kewaunee.

This application also requests a conforming administrative amendment to the
Kewaunee license to:

1. reflect the proposed transfer of ownership and operating responsibility for
Kewaunee to Dominion Energy Kewaunee,

2. delete the references to WPSC, WPL, and NMC in the license,

3. change the name of Kewaunee Nuclear Power Plant to Kewaunee Power
Station to reflect the name under which Dominion Energy Kewaunee
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plans to operate the facility (consistent with other nuclear plants owned by
the Dominion companies), and
4, authorize Dominion Energy Kewaunee to possess, use and operate

Kewaunee, and to possess and use related licensed materials, under the
same conditions and authorizations included in the current license.

Dominion Energy Kewaunee is an indirect, wholly owned subsidiary of Dominion
Energy, Inc. (“DEI"), which is, in turn, a wholly owned subsidiary of Dominion
Resources, Inc. (“DRI”). DRI is one of the nation’s largest providers of energy with over
$37 billion in assets and over $10 billion in annual operating revenues. DRI’s energy
portfolio includes more than 24,000 megawatts of generation, 6.2 trillion cubic feet
equivalent of proved natural gas reserves and 7,900 miles of natural gas pipeline.

DRI and its subsidiaries have substantial experience with the ownership and
safe operation of nuclear power plants. DRI’s subsidiary, Virginia Electric and Power
Company (“Dominion Virginia Power”), is the licensed owner and operator of Surry
Power Station and the licensed majority owner and operator of North Anna Power
Station. Dominion Nuclear Connecticut, Inc., an indirect, wholly owned subsidiary of
DEI! and DRI, is the licensed majority owner and operator of the Millstone Power
Station.

Dominion Energy Kewaunee plans to operate the Kewaunee plant under the
name “Kewaunee Power Station” and will enter into Power Purchase Agreements with
WPSC and WPL for substantially all of the electrical output from Kewaunee through the
current license period, which continues through December 21, 2013. The revenues
from the power sales under this agreement will cover the operating costs for
Kewaunee.

The information set forth in this application demonstrates that Dominion Energy
Kewaunee possesses the requisite technical and financial qualifications to own and
operate Kewaunee, and the proposed transfer is consistent with the requirements set
forth in the AEA, NRC regulations, and the relevant NRC licenses and orders.

Subject to the receipt of all required regulatory approvals, the Applicants plan to
close the transactions associated with the transfer at the earliest practicable date.
Accordingly, the Applicants request that the NRC review this application on a schedule
that will permit the issuance of the NRC order consenting to the transfer and the
approval of the conforming license amendment pursuant to 10 C.F.R. §§ 50.80 and
50.92 as promptly as possible and in any event by June 1, 2004. Such consent shouid
be immediately effective upon issuance and should permit the transfer and the
implementation date of the conforming amendment to occur up to one year after
issuance or such later date as the NRC may permit. The Applicants will keep the NRC
informed if there are any significant changes in the status of other required regulatory
approvals or other developments that may affect the schedule.
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The Applicants plan to have a single coordinated closing with respect to the
transfer of both the ownership interests and operating responsibility for Kewaunee.
However, because of the possibility that the arrangements and approvals related to the
transfer of the operating responsibility from NMC to Dominion Energy Kewaunee could
occur at a different time, it is possible that the closing date for the transfer of the
ownership interests may not be the same as the date for the transfer of operating
responsibility. If this is likely to occur, Dominion Energy Kewaunee will promptly inform
the NRC, so that the initial license amendment may be limited to those changes
associated with the transfer actually involved.

Certain financial information included in Exhibits H and | of the attached license
transfer application is confidential commercial information which the Applicants request
be withheld from public disclosure pursuant to 10 C.F.R. §§ 2.790 and 9.17(a)(4).
Redacted versions of Exhibits H and | are provided in this application. Confidential
versions of Exhibits H and | are provided in a separate Addendum to this application.
An affidavit supporting the request for withholding the Addendum from public disclosure
is provided with the sworn affirmations appended to the Application.

Service upon the Applicants of comments, hearing requests, intervention petitions
or other pleadings should be made to Lillian M. Cuoco, Esq., Senior Counsel, Dominion
Resources Services, Inc., Rope Ferry Road, Waterford, CT 06385 (e-mail
Lillian_Cuoco@dom.com), Counsel for Dominion Energy Kewaunee; to John E.
Matthews, Esq., Morgan, Lewis & Bockius LLP, 1111 Pennsylvania Avenue, N.W.,
Washington, DC 20004 (e-mail: jmatthews@morganlewis.com), Counsel for Dominion
Energy Kewaunee and Wisconsin Power and Light; to Jonathan Rogoff, Esq., General
Counsel, Nuclear Management Company, LLC, 700 First Street, Hudson, WI 54016
(email: Jonathan.Rogoff@nmcco), Counsel for Nuclear Management Company, LLC; and
to Allen W. Williams, Jr., Esq., Foley & Lardner, 777 East Wisconsin Avenue, Milwaukee,
WI 53202 (email: awilliams@foley.com), Counsel for Wisconsin Public Service
Corporation.

If the NRC requires additional information concerning this application, please
contact Mr. Gary D. Miller of Dominion Resources Services, Inc., at (804) 273-2771
(email: gary_miller@dom.com), Mr. Ted Maloney of Nuclear Management Company,
LLC, at (920) 388-8863 (email: theodore.maloney@nmecco.com), or Mr. Thomas J.
Webb, Wisconsin Public Service Corporation, at (920) 433-2239 (email:
twebb@wpsr.com).
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Sincerely,

William D. Harvey

Chairman, President and President

Chief Executive Officer Wisconsin Power and Light Company
Wisconsin Public Service Corporation

David A. Christian Thomas Coutu

Senior Vice President — Nuclear Operations Site Vice President

and Chief Nuclear Officer Kewaunee Nuclear Power Plant
Dominion Energy Kewaunee, Inc. Nuclear Management Company, LLC

Encl. Application with Exhibits

cc:  Mr. J. L. Caldwell, NRC Regional Administrator, NRC Region Il
Mr. J. G. Lamb, NRC Project Manager, Kewaunee
Mr. R. G. Krsek, NRC Senior Resident Inspector, Kewaunee

This letter makes the following nhew commitment:

1. Dominion Energy Kewaunee will assume all Kewaunee regulatory commitments and
will continue to comply with the current licensing basis for the facility.
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Sincerely,
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Larry L. Weyers Wllllam D. Harvey
Chairman, President and President
Chief Executive Officer Wisconsin Power and ngh ompany

Wisconsin Public Service Corporation

David A. Christian Thomas Coutu

Senior Vice President — Nuclear Operations Site Vice President

and Chief Nuclear Officer Kewaunee Nuclear Power Plant
Dominion Energy Kewaunee, Inc. Nuclear Management Compariy, LLC

Encl. Application with Exhibits

cc:  Mr. J. L. Caldwell, NRC Regional Administrator, NRC Region Il
Mr. J. G. Lamb, NRC Project Manager, Kewaunee
Mr. R. G. Krsek, NRC Senior Resident Inspector, Kewaunee

This letter makes the following new commitment:

1. Dominion Energy Kewaunee will assume all Kewaunee regulatory commitments and
will continue to comply with the current licensing basis for the facility.
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Sincerely,

Larry L. Weyers

Chairman, President and

Chief Executive Officer

Wisconsin Public Service Corporation

N\ A6 Cl——

David A. Christian

Senior Vice President — Nuclear Operations

and Chief Nuclear Officer
Dominion Energy Kewaunee, Inc.

Encl. Application with Exhibits

William D. Harvey
President
Wisconsin Power and Light Company

Thomas Coutu

Site Vice President

Kewaunee Nuclear Power Plant
Nuclear Management Company, LLC

cc.  Mr. J. L. Caldwell, NRC Regional Administrator, NRC Region lli
Mr. J. G. Lamb, NRC Project Manager, Kewaunee
Mr. R. G. Krsek, NRC Senior Resident Inspector, Kewaunee

This letter makes the following new commitment:

1. Dominion Energy Kewaunee will assume all Kewaunee regulatory commitments and
will continue to comply with the current licensing basis for the facility.
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Sincerely,

Larry L. Weyers

Chairman, President and

Chief Executive Officer

Wisconsin Public Service Corporation

David A. Christian

Senior Vice President — Nuclear Operations
and Chief Nuclear Officer

Dominion Energy Kewaunee, Inc.

Encl. Application with Exhibits

William D. Harvey
President
Wisconsin Power and Light Company

O e S

Thomas Coutu

Site Vice President

Kewaunee Nuclear Power Plant
Nuclear Management Company, LLC

cc:  Mr. J. L. Caldwell, NRC Regional Administrator, NRC Region Il
Mr. J. G. Lamb, NRC Project Manager, Kewaunee
Mr. R. G. Krsek, NRC Senior Resident Inspector, Kewaunee

This letter makes the following new commitment:

1. Dominion Energy Kewaunee will assume all Kewaunee regulatory commitments and
will continue to comply with the current licensing basis for the facility.
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I. Introduction

Pursuant to Section 184 of the Atomic Energy Act of 1954, as amended (“AEA”), and
10 C.F.R. § 50.80, Dominion Energy Kewaunee, Inc. (“Dominion Energy Kewaunee™) and
Nuclear Management Company, LLC (“NMC”), with NMC acting on behalf of Wisconsin Public
Service Corporation (“WPSC”) and Wisconsin Power and Light Company (“WPL”),
(collectively, “the Applicants™), hereby apply to the Nuclear Regulatory Commission (“NRC”) for
an order consenting to the transfer of Facility Operating License No. DPR-43 for the Kewaunee
Nuclear Power Plant (“Kewaunee” or “the plant”) to Dominion Energy Kewaunee. This
application is in connection with the sale of the ownership interests in Kewaunee currently held by
WPSC (59%) and WPL (41%) to Dominion Energy Kewaunee and the related transfer of

operating responsibility for Kewaunee from NMC to Dominion Energy Kewaunee.
This application also requests a conforming amendment to the Kewaunee license to:

1. reflect the proposed transfer of ownership and operating responsibility for

Kewaunee to Dominion Energy Kewaunee,
2. delete references to WPSC, WPL, and NMC in the license,

3. change the station name to reflect the name under which the plant will be operated

(consistent with other nuclear plants owned by the Dominion companies), and

4. authorize Dominion Energy Kewaunee to possess, use and operate Kewaunee, and
to possess and use related licensed materials, under the same conditions and
authorizations included in the current license unless provided for otherwise by

virtue of statements and/or representations in this application.



This application does not request any changes to the facility operating license other than
those administrative changes necessary to reflect transfer of the license. This application does not
request approval of any physical changes in the plant, or any changes to the conduct of operations
at Kewaunee. After transfer of the license, Kewaunee will continue to be operated and

maintained in accordance with its current licensing basis.

Marked-up and typed pages showing the conforming changes to the License and Technical
Specifications are provided as Exhibit A to this application. Exhibit B is an evaluation showing

that these changes raise no significant hazards considerations.

IL. Statement of Purpose of the Transfer and Nature of the Transaction Making the
Transfer Necessary or Desirable

For various business reasons, WPSC and WPL have elected to sell their respective
ownership interests in Kewaunee to Dominion Energy Kewaunee. The three companies have
entered into an Asset Sale Agreement, dated November 7, 2003, pursuant to which WPSC and
WPL will transfer ownership of the facilities, equipment, supplies, improvements, real and
personal property comprising the plant to Dominion Energy Kewaunee. As part of the sale
agreement, it was also agreed to transfer operating responsibility for the plant to Dominion
Energy Kewaunee. The Asset Sale Agreement and its schedules are voluminous and, therefore,
are not included in this Application but can be made available for inspection by the NRC upon

request.

Kewaunee is a pressurized water reactor consisting of a Westinghouse nuclear steam
supply system and turbine generator, and associated equipment, with a rated capacity of
approximately 543 MW(e) (net nominal), located in the Town of Carlton, Kewaunee County,

Wisconsin on the shore of Lake Michigan. NMC currently operates Kewaunee on behalf of



WPSC and WPL under the terms of an operating services agreement among NMC and WPSC,

the operating owner of the plant.

Upon closing of the Asset Sale Agreement (subject to the NRC’s consent and approval of
the conforming license amendment), Dominion Energy Kewaunee will assume title to Kewaunee,
including all equipment, spare parts, fixtures, inventory, and other property necessary for its
operation and maintenance. Dominion Energy Kewaunee will take title to all spent nuclear fuel
and other licensed materials at the units, as well as all nuclear fuel procured for Kewaunee. Upon
termination of the existing operating services agreement with NMC and transfer of operating
responsibility from NMC, Dominion Energy Kewaunee will also assume all responsibility for the
operation, maintenance, and eventual decommissioning of Kewaunee. The assets to be
transferred to Dominion Energy Kewaunee will include all records and documents necessary for
operation, maintenance and eventual decommissioning of Kewaunee, including all documents

comprising the current licensing basis of Kewaunee.

The transmission interconnection facilities at Kewaunee will be owned and operated by
Dominion Energy Kewaunee and American Transmission Company, LLC (“ATC”). Transmission
service to and from the site will be provided under either WPSC’s Generation-Transmission
Interconnection Agreement with ATC, which will be partially assigned by WPSC to Dominion
Energy Kewaunee, or a similar agreement with ATC and the Midwest Independent Transmission
System Operator, Inc. (“MISO”). WPSC will continue to provide the Kewaunee site with
electricity for station service, backup and outage power pursuant to a separate agreement with
Dominion Energy Kewaunee. These contractual arrangements will assure compliance with all

applicable NRC requirements. Dominion Energy Kewaunee will own the real property on which



the transmission and distribution facilities are located and will grant appropriate easements for
their operation and maintenance. Substantially all of the electrical output from Kewaunee will be
sold to WPSC and WPL through the term of the current NRC license, which continues through
December 21, 2013, under Power Purchase Agreements (“PPAs”) which become effective upon

closing.

Pursuant to the Asset Sale Agreement, the qualified decommissioning funds for WPSC
and WPL will be transferred at closing to a qualified decommissioning trust fund established by
Dominion Energy Kewaunee. These funds will have a net cash value (net after tax) of at least
$391,900,000. Following the closing, Dominion Energy Kewaunee will be responsible for all
Kewaunee decommissioning costs and activities, and the decommissioning obligations of WPSC
and WPL shall be extinguished. The non-qualified decommissioning funds will be retained by
WPSC and WPL and returned to ratepayers as directed by the appropriate regulatory

commissions.

Dominion Energy Kewaunee will make offers of employment to substantially all of the on-
site employees of WPSC and NMC who are engaged in the operation of Kewaunee prior to the
transfer. No physical changes to the plant are being proposed as part of this application. The
conforming changes that are being requested are limited to those changes necessary to reflect the
new owner/operator and its operating organization. Dominion Energy Kewaunee will assume all
federal nuclear regulatory commitments and will continue to comply with the current licensing

basis for the plant.

HI.  Supporting Information

A. Name of New Licensee

Dominion Energy Kewaunee, Inc.



B. Address

120 Tredegar Street
Richmond, VA 23219

C Description of Business or Occupation

Dominion Energy Kewaunee is a newly-formed corporation established to own and

operate the Kewaunee Nuclear Power Plant.
D. Corporate Information
1. State of Incorporation and Place of Business

Dominion Energy Kewaunee is a corporation established in the State of Wisconsin.

Dominion Energy Kewaunee’s principal place of business will be Wisconsin.
2. Directors and Principal Officers

The names and business addresses of the sole director and principal officers of Dominion

Energy Kewaunee, all of whom are U.S. citizens, are listed below:

Director

Thomas F. Farrell, 11

Citizenship: United States
Business Address: 120 Tredegar Street
Richmond, VA 23219
Officers
Mark F. McGettrick President and Chief Executive Officer — Generation
Citizenship: United States
Business address: 120 Tredegar Street

Richmond, VA 23219



David A. Christian

Citizenship:
Business address:

G. Scott Hetzer
Citizenship:
Business address:

William R. Matthews
Citizenship:
Business address:

Martin L. Bowling, Jr.

Citizenship:
Business address:

Pamela F. Faggert
Citizenship:
Business address:

Eugene S. Grecheck
Citizenship:
Business address:

Leslie N. Hartz
Citizenship:
Business address:

James K. Martin
Citizenship:
Business address:

Senior Vice President — Nuclear Operations and
Chief Nuclear Officer

United States

Innsbrook Technical Center

5000 Dominion Boulevard

Glen Allen, VA 23060

Senior Vice President and Treasurer
United States

100 Tredegar Street

Richmond, VA 23219

Senior Vice President — Nuclear Operations
United States

Innsbrook Technical Center

5000 Dominion Boulevard

Glen Allen, VA 23060

Vice President — Technical Services
United States

Innsbrook Technical Center

5000 Dominion Boulevard

Glen Allen, VA 23060

Vice President - Chief Environmental Officer
United States

Innsbrook Technical Center

5000 Dominion Boulevard

Glen Allen, VA 23060

Vice President — Nuclear Support Services
United States

Innsbrook Technical Center

5000 Dominion Boulevard

Glen Allen, VA 23060

Vice President — Nuclear Engineering
United States

Innsbrook Technical Center

5000 Dominion Boulevard

Glen Allen, VA 23060

Vice President — Business Development
United States

120 Tredegar Street

Richmond, VA 23219
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Patricia A. Wilkerson Vice President and Secretary

Citizenship: United States

Business address: 120 Tredegar Street
Richmond, VA 23219

Lee D. Katz Controller
Citizenship: United States
Business address: 100 Tredegar Street

Richmond, VA 23219

E. J. Marks, 111 Assistant Secretary
Citizenship: United States
Business address: 120 Tredegar Street

Richmond, VA 23219

James P. Carney Assistant Treasurer
Citizenship: United States
Business address: 120 Tredegar Street

Richmond, VA 23219

Jerry G. Overman Assistant Treasurer
Citizenship: United States
Business address: 120 Tredegar Street

Richmond, VA 23219

3. No Foreign Ownership or Control

Dominion Energy Kewaunee is a wholly owned subsidiary of Dominion Nuclear Projects,
Inc., which is a wholly owned subsidiary of Dominion Energy, Inc. (“DEI”). DEI inturnisa
wholly owned subsidiary of Dominion Resources, Inc. (“DRI”). The shares of common stock of
DRI are publicly traded on the New York Stock Exchange and are widely held. All of the
directors and principal officers of Dominion Nuclear Projects, Inc., DEI and DRI are U.S.
citizens. Section 13 of the Securities and Exchange Act of 1934, as amended,
15 U.S.C. § 78m(d), requires that a person or entity that owns or controls more than 5% of the

stock of a company must file notice with the Securities and Exchange Commission (SEC). Based
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upon its review of the relevant filings with the SEC, Dominion Energy Kewaunee is not aware of
any alien, foreign corporation, or foreign government which holds more than 5% of the common
stock of DRI. Dominion Energy Kewaunee is not owned, controlled or dominated by an alien, a

foreign corporation, or a foreign government.
4. No Agency

In seeking to become the licensed owner and operator of Kewaunee, Dominion Energy

Kewaunee is not acting as the agent or representative of another person or entity.
5. Intermediate Companies

Dominion Energy Kewaunee is a direct, wholly owned subsidiary of Dominion Nuclear
Projects, Inc., which itself is a direct, wholly owned subsidiary of DEI. DEI is a direct, wholly
owned subsidiary of DRI. These corporate relationships, which were established for various
financial and business alignment purposes, do not affect the technical or financial qualifications of

Dominion Energy Kewaunee and are depicted in Exhibit C.
6. Additional Financial Assurances

To provide added assurance that Dominion Energy Kewaunee will have sufficient funds
available to meet its operating expenses for Kewaunee, DRI will enter into a Support Agreement
with Dominion Energy Kewaunee to make funding of up to $54 million available to Dominion
Energy Kewaunee. This support funding of $54 million is sufficient to pay the fixed operations
and maintenance costs for Kewaunee for a period of up to six months. Under the terms of this
agreement, the form of which is attached as Exhibit D to this Application, Dominion Energy
Kewaunee has the right to obtain such funds from DRI as Dominion Energy Kewaunee
determines are necessary to protect the public health and safety, meet NRC requirements, meet

11



ongoing operational expenses and/or maintain Kewaunee safely. This Support Agreement will
not terminate until Kewaunee permanently ceases operation, and may not be modified or amended

without giving the NRC 30 days prior written notice.

DRI is one of the nation’s largest providers of energy with over $37 billion in assets and
over $10 billion in annual operating revenues. DRI’s Annual Report for 2002 is provided as

Exhibit E to this application. Through its wholly owned subsidiaries, DRI:
1. serves more than five million retail electric and/or gas customers in nine states,

2. op'erates over 6,000 miles of electric transmission lines and over 7,900 miles of

gas transmission pipeline throughout the Northeast and Mid-Atlantic regions of

the country;
3. possesses 6.2 trillion cubic feet equivalent of proved natural gas reserves, and
4, produces more than 24,000 megawatts of electricity by operating fossil,

hydroelectric, and nuclear units in an efficient mix of generation technologies.

In addition, DRI has credit ratings for its senior unsecured debt securities of BBB+ from
Standard & Poor’s and Baal from Moody’s. Thus, there is reasonable assurance that DRI can

meet its commitment to Dominion Energy Kewaunee.
E. Technical Qualifications

In accordance with Wisconsin law, Dominion Energy Kewaunee will make offers of
employment to substantially all of the on-site employees of WPSC and NMC who are actively

employed in the operation of Kewaunee up to 26 weeks prior to the transfer. Dominion Energy

12



Kewaunee anticipates that substantially all of these employees will become Dominion Energy

Kewaunee employees after the ownership and license transfer.

The plant staff, including senior managers, will remain essentially unchanged by the
transfer. Similarly, other than possible realignment of administrative and support services (such as
accounting, business services, information technology), it is expected that the on-site
organizational structure, including lines of authority and communication at and below the Site
Vice President’s position, will not be affected by the transfer, except the organizational structure
will be modified to conform with Dominion’s other nuclear operations. This alignment to, and
integration with, Dominion’s other operations will improve the structure for the purposes of
ongoing operation within the Dominion organization. Certain off-site support services currently
being provided by NMC will be assumed by Dominion Energy Kewaunee. These services will be
supplemented as necessary by drawing upon support services from other Dominion nuclear
organizations, as appropriate, or will continue to be provided by NMC on an interim basis under a
transition services agreement. The Site Vice President for Dominion Energy Kewaunee will
report to the Senior Vice President — Nuclear Operations, who will report to the Senior Vice
President and Chief Nuclear Officer, who in turn will report to the President and Chief Executive
Officer - Generation. If Dominion Energy Kewaunee determines that any other senior
management changes will be made contemporaneously with the transfer, it will ensure that any
such new manager meets all existing qualification requirements and will inform the NRC and

provide the NRC with a résumé of any such new manager prior to the license transfer.

Because it is anticipated that the existing on-site nuclear organization will be transferred to

Dominion Energy Kewaunee, the technical qualifications of the organization operating Kewaunee
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will be essentially unchanged. Résumés showing the nuclear operating experience and
qualifications of the officers of Dominion Energy Kewaunee who will be directly responsible for
the safe operation of Kewaunee are provided as Exhibit F to this application. An organization

chart showing the reporting relationship described above is attached hereto as Exhibit G.

In addition, DRI’s subsidiary, Virginia Electric and Power Company (“Dominion Virginia
Power”), is the licensed owner and operator of Surry Power Station and the licensed majority
owner and operator of North Anna Power Station. Dominion Nuclear Connecticut, Inc., an
indirect, wholly owned subsidiary of DEI and DRI, is the licensed majority owner and operator of
the Millstone Power Station. Thus, Dominion Energy Kewaunee will also be able to draw upon
the extensive experience and technical capabilities of Dominion Virginia Power and Dominion
Nuclear Connecticut, Inc., if necessary. The nuclear operating experience and capabilities of
these companies provide added assurance that Dominion Energy Kewaunee will have the

technical qualifications necessary to conduct licensed activities at Kewaunee.
F. Financial Qualifications

In accordance with 10 C.F.R. § 50.33(f) and the Standard Review Plan on Power Reactor
Licensee Financial Qualifications and Decommissioning Funding Assurance (NUREG-1577, Rev.
1) (“Standard Review Plan”), Projected Income Statements for the five-year period from January
1, 2005 until December 31, 2009 are provided in Exhibit H. Dominion Energy Kewaunee is also
providing as Exhibit I a projected opening balance sheet showing its anticipated assets, liabilities
and capital structure expected as of the closing date. The Projected Income Statements are based
on the expected revenues from the PPAs and the operating costs at Kewaunee. These projections

show that the anticipated revenues from the sales of energy and capacity from Kewaunee provide

14



reasonable assurance of an adequate source of funds to meet Dominion Energy Kewaunee’s
anticipated expenses, including its operating costs, during the five-year period covered by the
projections. As noted above, substantially all of the electrical output from Kewaunee will be sold

to WPSC and WPL under PPAs running through December 21, 2013.

Exhibit H does not include market price or capacity projections, because the PPAs provide
that Dominion Energy Kewaunee will receive certain fixed payments from WPSC and WPL,
which are established without regard to actual electric generating production results. There are
also payments established for variable costs, e.g., nuclear fuel. Dominion Energy Kewaunee
projects that Kewaunee will be uprated to approximately 564 MW(e), and the projected costs
include costs associated with this higher level of energy production. However, the fixed payments
reflected as revenue in the attached projections are not dependent upon receiving the power
uprate. Thus, the projections are applicable, and in fact conservative, in the absence of the
anticipated power uprate. In addition, the Projected Income Statement also accounts for interest

expenses which vary depending upon changes in target debt balances.

Dominion Energy Kewaunee will, subject to certain limitations, receive fixed payments to
cover its operations and maintenance (“O&M?”) costs even if the unit is not operating. However,
it has assumed certain operating risks, because it will nevertheless have obligations to provide
replacement power. These obligations are guaranteed by DRI up to a total of $31 million,
pursuant to a guarantee provided in connection with the PPAs. These arrangements support a
finding that Dominion Energy Kewaunee is financially qualified to cover its operating costs when
Kewaunee is operating as anticipated. The payment of these revenues to Dominion Energy

Kewaunee is further assured by the financial qualifications of WPSC and WPL, both of which are
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electric utilities within the meaning of 10 C.F.R § 50.2. Pursuant to 10 C.F.R. § 50.33(f), WPSC
and WPL would be exempt from financial qualification review if they themselves were applicants
for a Part 50 license. As such, they should be presumptively financially qualified to meet their
obligations under the PPAs. (The Annual Reports of WPS Resources Corporation and Alliant
Energy Corporation, the parent companies of WPSC and WPL, have been previously provided to

the NRC by letter dated April 29, 2003, Letter No. NRC-03-046.)

For purposes of establishing its financial qualifications in unanticipated circumstances, i.e.,
if Kewaunee is shutdown or fails to operate at anticipated levels, Dominion Energy Kewaunee
relies upon the Support Agreement, discussed previously, the form of which is provided as
Exhibit D. This Support Agreement provides assurance that Dominion Energy Kewaunee will
have funds available to pay its fixed O&M costs under such circumstances. Pursuant to this
agreement, DRI will make funding of up to $54 million available to Dominion Energy Kewaunee.
This level of funding covers the approximate fixed O&M costs that Kewaunee would expect to
incur over a six-month outage, as suggested by the NRC’s Standard Review Plan (NUREG-1577,
Rev. 1), and provides assurance that Dominion Energy Kewaunee is financially qualified to

conduct licensed activities at Kewaunee in the event the plant fails to operate as anticipated.

Exhibits H and I are proprietary and are therefore provided in a separately bound
Addendum, and Dominion Energy Kewaunee requests that this Addendum be withheld from
public disclosure. An affidavit supporting the request for withholding the Addendum from public
disclosure is provided with the sworn affirmations appended to this application. Redacted

versions of the Exhibits, suitable for public disclosure, are included with this application.
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G. Decommissioning Funding

As stated earlier, the qualified decommissioning funds of WPSC and WPL will be
transferred to Dominion Energy Kewaunee at closing. Under the terms of the Asset Sale
Agreement, these funds shall have an aggregate net cash value (net after tax) of at least
$391,900,000 at the time of closing. These funds will be held in an external trust fund segregated
from Dominion Energy Kewaunee’s assets and outside its administrative control. The fund will
be governed by a trust agreement with the trustee that complies with the requirements of 10
C.F.R. § 50.75(h)(1). The trustee will manage investment of the funds in accordance with

applicable requirements.

The net cash value of the decommissioning funds that will be transferred to Dominion
Energy Kewaunee at closing exceeds the NRC decommissioning funding requirements established
by 10 C.F.R. § 50.75(c). Exhibit J provides worksheets calculating the NRC-required
decommissioning funding amounts for Kewaunee in accordance with 10 C.F.R. § 50.75(c), NRC
Regulatory Guide 1.159, and the Standard Review Plan. When the 2% annual real rate of return
is credited through the remaining term of the Kewaunee license, as permitted by 10 C.F.R. §
50.75(e)(1)(i), the credited value of the prepaid funds transferred to Dominion Energy Kewaunee

will exceed the NRC’s formula amount requirement of $314,025,634.

Under the terms of the Asset Sale Agreement, the non-qualified decommissioning funds
which are currently held by WPSC and WPL will not be transferred to Dominion Energy
Kewaunee, but rather will be retained by WPSC and WPL and are expected to be returned to
their ratepayers as directed by the appropriate regulatory commissions having jurisdiction over

such funds. In assessing the adequacy of the decommissioning funding assurances provided by a
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proposed transferee, the NRC only needs to confirm that the transferee has sufficient funds to
cover the NRC’s formula amount. See North Atlantic Energy Service Corp. (Seabrook Station,
Unit 1), CLI-99-19, 49 N.R.C. 201 (1999). In this case, the qualified funds that are being
transferred to Dominion Energy Kewaunee under the Asset Sale Agreement will clearly enable

Dominion Energy Kewaunee to meet that requirement.

In addition, the NRC has previously approved the transfer of an interest in a nuclear
power plant under circumstances where the transferor did not transfer decommissioning funds to
the transferee and the transferee had adequate decommissioning funds to provide financial
assurance for decommissioning funding to meet NRC’s requirements with respect to the interest
being transferred. See Letter from H. N. Berkow to P. M. Beard dated March 18, 1992 (issuing
license amendment to reflect license transfer); Florida Power Corporation, “Operating License
Change Request Number 192” (Aug. 16, 1991) (requesting approval of transfer of 0.4473 percent

ownership interest in Crystal River Unit 3 from City of Sebring to Florida Power Corporation).

H. No Antitrust Considerations

In accordance with the Commission’s decision in Kansas Gas and Electric Company
(Wolf Creek Generating Station, Unit 1), CLI-99-19, 49 N.R.C. 441 (1999), antitrust reviews of
license transfer applications after initial licensing are not required by the AEA. In addition,
Kewaunee is licensed under Section 104b of the AEA and is exempt from antitrust review
requirements for that reason as well. The Kewaunee license does not contain any antitrust

conditions.
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L Other Licensing Considerations
1. Off-site Power

WPSC currently provides off-site power to the Kewaunee site over transmission facilities
owned and operated by ATC and distribution facilities owned and operated by WPSC. As part of
the sale of Kewaunee, Dominion Energy Kewaunee will be assigned those provisions of the
existing Generation-Transmission Interconnection Agreement between WPSC and ATC that
pertain to Kewaunee, or will enter into a new interconnection agreement with ATC and MISO.
Dominion Energy Kewaunee will also enter into a separate agreement with WPSC to supply off-
site power to the plant. Among other terms, these agreements will require ATC to maintain the
switchyard and transmission assets in compliance with General Design Criterion 17 and to submit
any proposed modifications to Dominion Energy Kewaunee for its review prior to
implementation. These agreements will also require ATC and WPSC to perform, schedule, and
conduct all maintenance activities for the transmission and distribution facilities in accordance
with all applicable NRC requirements and commitments, including the NRC maintenance rule.
These agreements will enable Dominion Energy Kewaunee to have a reliable interconnection to
and source of off-site power meeting all NRC requirements. As the licensee, Dominion Energy

Kewaunee will remain responsible for ensuring compliance with all applicable NRC requirements.
2. Control of Exclusion Arca

Dominion Energy Kewaunee will own and control all real property within the exclusion
area at Kewaunee, with the exception of a single microwave tower owned by WPSC. While ATC
and WPSC will retain certain easements, such as easements allowing access to the transmission

and distribution facilities, including the switchyard and the microwave tower, Dominion Energy
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Kewaunee will retain the right to control activities and remove or exclude personnel in these

areas.
3. Nuclear Insurance

In accordance with Art. IV.2 of the NRC Price-Anderson Indemnity Agreement for
Kewaunee, the Applicants request NRC approval of the assignment and transfer of the Price
Anderson Indemnity Agreement for Kewaunee to Dominion Energy Kewaunee upon consent to
the proposed license transfer. Dominion Energy Kewaunee’s Projected Income Statements and
financial arrangements with DRI provide adequate assurance that Dominion Energy Kewaunce
will be able to pay the annual retrospective premium for Kewaunee pursuant to
10 C.F.R. § 140.21(e)-(f). Prior to the license transfer, Dominion Energy Kewaunee will obtain
all required nuclear property damage insurance pursuant to 10 C.F.R. § 50.54(w) and nuclear

energy liability insurance pursuant to Section 170 of the AEA and 10 C.F.R. Part 140.
4. Standard Contract for Disposal of Spent Nuclear Fuel

Upon closing, Dominion Energy Kewaunee will assume title to and responsibility for the
storage and disposal of spent nuclear fuel at Kewaunee. WPSC and WPL will assign, and
Dominion Energy Kewaunee will assume, all of WPSC’s and WPL’s rights and obligations under
the Standard Contract with the Department of Energy, except that WPSC and WPL will remain

liable for any fees associated with spent nuclear fuel generated prior to closing.
S. Continuation of the Current Licensing Basis

This application does not request approval of or involve any physical changes in the
Kewaunee plant, plant configuration, or to the conduct of operations at the plant. After the
transfer of operating responsibility, the plant will continue to be operated and maintained in
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accordance with its current licensing basis unless provided for otherwise by virtue of statements
and/or representations in this application. Dominion Energy Kewaunee will assume all current
regulatory commitments. Other than the change in licensee, related organizational changes, and
other matters described in this application, there will be no change in the current licensing basis
for Kewaunee associated with this license transfer. No other licensing commitments to the NRC
on the Kewaunee docket, other than those specifically described in this application, are being

changed as a result of the license transfer.

As part of the transfer, Dominion Energy Kewaunee will acquire all required documents,
correspondence, books, records, medical records, operating, safety and maintenance manuals,
inspection reports, drawings, models, engineering designs, blueprints, as-built plans,
specifications, procedures, studies, reports, quality assurance records, purchasing records, and
equipment, repair, data, safety, maintenance, or service records relating to the design,
construction, licensing, regulation, operation or decommissioning of Kewaunee. Dominion
Energy Kewaunee will also acquire any rights to any documents owned by third parties and
licensed to the current owners or operator, which are used in or necessary to the licensing,

operation, or decommissioning of Kewaunee.

a) Quality Assurance Program

Upon transfer of operating responsibility, Dominion Energy Kewaunee will assume the
authority and responsibility for the functions necessary to fulfill the quality assurance (“QA”)
requirements of 10 C.F.R. Part 50, Appendix B, and will assume the existing Kewaunee QA

Programs developed and implemented by the current licensees. Dominion Energy Kewaunee
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anticipates that no changes will be made as a result of the transfer of the licenses that will result in

a reduction in the commitments in the QA Program descriptions previously accepted by the NRC.

Any changes made to the existing Kewaunee QA Programs developed and implemented
by the current licensees will be made in accordance with 10 C.F.R. § 50.54(a). If the Applicants
identify any changes to the QA Programs that would result in a reduction in commitments,
application to the NRC will be made, and such proposed changes will not be implemented until
approved by the NRC. Determinations as to whether any proposed change(s) would result in a
reduction in commitments will be made in accordance with the plans, programs, and procedures

currently used to assess such changes.

b) Emergency Preparedness

Upon transfer of the operating responsibility, Dominion Energy Kewaunee will assume the
authority and responsibility for functions necessary to fulfill the emergency planning and
preparedness requirements specified in 10 C.F.R. § 50.47(b) and 10 C.F.R. Part 50, Appendix E,
and will assume the existing Kewaunee emergency plan developed and implemented by the
current licensees. Dominion Energy Kewaunee anticipates that no substantive changes to the
emergency plan will be made that will result in a decrease in the effectiveness of the plan, and that
the plan will continue to meet the standards of 10 C.F.R. § 50.47(b) and the requirements of
10 C.F.R. Part 50, Appendix E. The license transfer will not adversely affect the effectiveness of

the emergency planning organization or compliance with emergency preparedness requirements.

Any changes made to the existing Kewaunee emergency plan will be made in accordance
with 10 C.F.R. § 50.54(q). Any specific emergency plan changes will be submitted to the NRC

within 30 days after the changes are made, pursuant to 10 C.F.R. § 50.54(q) and 10 C.F.R. Part
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50, Appendix E, Section IV. If the Applicants identify any proposed changes that would decrease
the effectiveness of the approved emergency plan, application to the NRC will be made and such
proposed changes will not be implemented until approved by the NRC. Determinations as to
whether any proposed change(s) would result in a decrease in effectiveness will be made in

accordance with the plans, programs, and procedures currently used to assess such changes.

Dominion Energy Kewaunee anticipates that no substantive changes will be made to the
existing emergency organization. Dominion Energy Kewaunee will make provisions for an
Emergency Operations Facility that meets NRC requirements. Ownership of off-site emergency
sirens will be transferred to Dominion Energy Kewaunee, and any easements for the siren
locations will be assigned to Dominion Energy Kewaunee. Existing agreements for support from
organizations and agencies not affiliated with the current licensees will be assigned to Dominion
Energy Kewaunee. The Applicants plan to notify the parties to such agreements in advance of the
transfer of Kewaunee to Dominion Energy Kewaunee and to advise those parties of Dominion
Energy Kewaunee’s responsibility for management and operation of Kewaunee, effective as of the
transfer date. In sum, the license transfer will not adversely affect compliance with emergency

preparedness requirements.

o Security Plan

Upon the transfer of operating responsibility, Dominion Energy Kewaunee will assume the
authority and responsibility for the functions necessary to fulfill the security planning requirements
specified in 10 C.F.R. Part 73, and will assume the existing NRC-approved physical security,
guard training and qualification, and safeguards contingency plans developed and implemented by

the current licensees. Dominion Energy Kewaunee anticipates that no changes will be made as a
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result of the license transfer that will result in a decrease in the effectiveness of the plans, and that

the plans will continue to meet the standards of 10 C.F.R. Part 73, Appendix C.

Any changes made to the plans will be made in accordance with 10 C.F.R. § 50.54(p).
Any specific security plan changes will be submitted to the NRC within two months after the
changes are made, pursuant to 10 C.F.R. § 50.54(p)(2). If the applicants identify any proposed
change that would decrease the effectiveness of the approved security plans, application to the
NRC will be made, and such proposed changes will not be implemented until approved by the
NRC. Determination as to whether any proposed change(s) would result in a decrease in
effectiveness will be made in accordance with the security plan, programs, and procedures

currently used to assess such changes.

d) Updated Safety Analysis Report
The proposed license transfer and conforming administrative license amendment will not
change or invalidate information presently appearing in the Updated Safety Analysis Report
(USAR) for Kewaunee, with the exception of the information changed as a result of this
application. Changes necessary to accommodate the proposed transfers and conforming
administrative license amendment will be incorporated into the USAR in accordance with 10

C.F.R. § 50.71(e), following NRC approval of the request for consent to transfer the license.
J. Agreement to Limit Access to Restricted Data

This application does not involve any Restricted Data or other classified defense
information. Furthermore, it is not expected that any such information will be raised or required
by the licensed activities at Kewaunee. In the event that licensed activities do involve Restricted

Data in the future, Dominion Energy Kewaunee agrees that it will appropriately safeguard such
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information. Restricted or classified defense information will not be provided to any individual
until the Office of Personnel Management investigates and reports to the NRC on the character,
associations, and loyalty of such individual, and the NRC determines that permitting such person
to have access to Restricted Data will not endanger the common defense and security of the

United States.
K. Environmental Review

The proposed transfer will not result in any change in the types, or any increase in the
amounts, of any effluents that may be released off-site, and will not cause any increase in
individual or cumulative occupational radiation exposure. Further, the NRC has determined that
license transfers are categorically exempt from further environmental review. 10 C.F.R. §

51.22(c)(21). Accordingly, the license transfer will involve no significant environmental impact.

IV. Effective Date

The Applicants request that the NRC review this application on a schedule that will permit
issuance of an order consenting to the transfer as promptly as possible, and in any event on or
before June 1, 2004. Such consent should be immediately effective upon issuance and should
permit the transfer and the implementation date of the conforming amendment to occur up to one
year after issuance or such later date as the NRC may permit. The proposed sale of the
Kewaunee plant to Dominion Energy Kewaunee also requires approvals or actions from other
agencies, including, but not limited to, the Federal Energy Regulatory Commission, the Federal
Trade Commission, the Department of Justice, the Public Service Commission of Wisconsin, the
Illinois Commerce Commission, the Iowa Utilities Board, the Michigan Public Service

Commission and the Minnesota Public Utilities Commission.
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Applicants will keep the NRC Staff informed as to the status of other necessary approvals
and will notify the NRC Staff when they are ready for the conforming license amendment to be

issued.

The Applicants plan to have a single coordinated closing with respect to the transfer of
both the ownership interests and operating responsibility for Kewaunee. However, because of the
possibility that the arrangements and approvals related to the transfer of operating responsibility
from NMC to Dominion Energy Kewaunee could occur at a different time, it is possible that the
closing date for the transfer of the ownership interests may not be the same as the date for the
transfer of operating responsibility. If this is likely to occur, Dominion Energy Kewaunee will
promptly inform the NRC, so that the initial license amendment may be limited to those changes

associated with the transfer actually involved.

V. Conclusion

For the reasons stated above, the Applicants respectfully submit that the proposed transfer
of WPSC’s and WPL’s ownership interests in Kewaunee, and NMC’s operating responsibility for
Kewaunee, to Dominion Energy Kewaunee is consistent with the requirements set forth in the
AEA, NRC regulations, and the relevant NRC licenses and orders. The Applicants therefore
respectfully request that, in accordance with Section 184 of the AEA and 10 C.F.R. §§ 50.80 and
50.92, the NRC consent to the transfer of the Kewaunee license to Dominion Energy Kewaunee
and approve the conforming administrative amendment to the Kewaunee license associated with

this transfer.
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Affirmation

I, David A. Christian, being duly sworn, state that I am the Senior Vice President -
Nuclear Operations and Chief Nuclear Officer of Dominion Energy Kewaunee, Inc. (“Dominion
Energy Kewaunee”), that I am authorized to sign and file this application with the Nuclear
Regulatory Commission on behalf of Dominion Energy Kewaunee, and that the statements made
and the matters set forth herein pertaining to Dominion Energy Kewaunee are true and correct to

the best of my knowledge, information, and belief.

Dominion Energy Kewaunee, Inc.

ANbele

David A. Christian
Senior Vice President — Nuclear Operations and
Chief Nuclear Officer

Commenieatt) o
_STATE OF \(‘\ Y (o)

COUNTY OF OH’ i co

Subscribed and sworn to before me, a Notary Public, in and for the County and State
above named, this | lQm day of December, 2003.

Noagus NeehnD
My (érmission Expires: 3/ 31 o4
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Affirmation

I, Larry L. Weyers, being duly sworn, state that I am the Chairman, President and Chief
Executive Officer of Wisconsin Public Service Corporation (“WPSC”), that I am authorized to
sign and file this application with the Nuclear Regulatory Commission on behalf of WPSC, and
that the statements made and the matters set forth herein pertaining to WPSC are true and correct

to the best of my knowledge, information, and belief.

Wisconsin Public Service Corporation

g p7 LY Loy

Larry L. Wéyers
Chairman, President and
Chief Executive Officer

STATEOF __ [ISC0NSIN
COUNTY OF _ &{TIYL

Subscribed and swom to before me, a Notary Public, in and for the County and State
above named, this |(Q+" day of December, 2003.

f%m ACbhmaor

My Commlssmn Expxrés \Ju[% 93 'Qd)@
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Affirmation

I, William D. Harvey, being duly sworn, state that I am the President of Wisconsin Power
and Light Company (“WPL”), that I am authorized to sign and file this application with the
Nuclear Regulatory Commission on behalf of WPL, and that the statements made and the
matters set forth herein pertaining to WPL are true and correct to the best of my knowledge,

information, and belief.

Wisgonsin Power and Light Company

Wllllam D. Harvey f/}\

President

STATE OF WISCONSIN

COUNTY OF __ DANE

Subscribed and sworn to before me, a Notary Public, in and for the County and State
above named, this_17th  day of December, 2003.

i) Sl

My Commission Expires: 7[ A V% &
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Affirmation

I, Thomas Coutu, being duly sworn, state that I am the Site Vice President for Nuclear
Management Company, LLC (“NMC”) Kewuanee Nuclear Power Plant, that I am authorized to
sign and file this application with the Nuclear Regulatory Commission on behalf of NMC, and
that the statements made and the matters set forth herein pertaining to NMC are true and correct

to the best of my knowledge, information, and belief.

Nuclear Management Company, LLC

%@4—/ 7o r
Thomas Coutu

Site Vice President
Kewaunee Nuclear Power Plant

STATE OF £i/soetic B

COUNTY OFMMMW

Subscribed and sworn to before me, a Notary Public, in and for the County and State
above named, this _/{ Z= _day of December, 2003.

g’M el MJZZZA/

My Commission Expires: _&/-/5=0¢&
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10 C.F.R. § 2.790
AFFIDAVIT OF DAVID A. CHRISTIAN

I, David A. Christian, Senior Vice President — Nuclear Operations and Chief Nuclear
Officer of Dominion Energy Kewaunee, Inc., state that:

1. I am authorized to execute this affidavit on behalf of Dominion Energy Kewaunee, Inc.

2. Dominion Energy Kewaunee, Inc., is providing information in support of'its “Application
for Order and Conforming License Amendment to Transfer License.” The Proprietary Versions
of Exhibits H and I being provided in the separately bound Addendum to this application contain
Dominion Energy Kewaunee, Inc.’s financial projections related to anticipated revenues from
sales of energy and capacity from Kewaunee Nuclear Power Plant and confidential information
regarding anticipated assets, liabilities and capital structure at the time of closing. These
documents constitute proprietary commercial and financial information that should be held in
confidence by the NRC pursuant to the policy reflected in 10 C.F.R. §§2.790(a)(4) and
9.17(a)(4), because:

a. This information is and has been held in confidence by Dominion Energy Kewaunee, Inc.

b. This information is of a type that is held in confidence by Dominion Energy Kewaunee,
Inc., and there is a rational basis for doing so because the information contains sensitive financial
information concerning Dominion Energy Kewaunee, Inc.’s projected revenues and operating
expenses.

c. This information is being transmitted to the NRC in confidence.

d. This information is not available in public sources and could not be gathered readily from
other publicly available information.

e. Public disclosure of this information would create substantial harm to the competitive
position of Dominion Energy Kewaunee, Inc. by disclosing its internal financial projections and
the commercial terms of a unique transaction to other parties whose commercial interests may be
adverse to those of Dominion Energy Kewaunee, Inc.

3. Accordingly, Dominion Energy Kewaunee, Inc. requests that the designated documents be
withheld from public disclosure pursuant to the policy reflected in 10 CFR §§2.790(a)(4) and
9.17(a)(4).
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Dominion Energy Kewaunee, Inc.

NLC

David A. Christian
Senior Vice President — Nuclear Operations
and Chief Nuclear Officer

Commonuoa It

-SFATE OF \(\ Yl O

CD% OF D(QHQ\CD

Subscribed and sworn to me, a Notary Public, in and for the County and State above
named, this | L™ day of December, 2003.

/YM[! ﬂ)mflf M

My jssion Expires: A / 31 / 04’
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EXHIBIT A
Proposed Changes to the Facility Operating Licenses and Technical
Specifications Associated with the Proposed Transfer of

Kewaunee Nuclear Power Plant to
Dominion Energy Kewaunee, Inc.

1. Reason for the Change

The Kewaunee Nuclear Power Plant (“Kewaunee™), located in the Town of Carlton,
Kewaunee County, Wisconsin, is being sold to Dominion Energy Kewaunee, Inc. (“Dominion
Energy Kewaunee”). This sale requires the submittal of a conforming change to the Facility
Operating License, License No. DPR-43, and accompanying Technical Specifications for
Kewaunee. The proposed changes delete references to the current owners, Wisconsin Public
Service Corporation (“WPSC”) and Wisconsin Power and Light Company (“WPL”), and the
current operator, Nuclear Management Company, LLC (“NMC”) and replaces them with
references to “Dominion Energy Kewaunee, Inc.” The proposed changes also rename “Kewaunee
Nuclear Power Plant” to “Kewaunee Power Station,” the name under which Dominion Energy
Kewaunee plans to operate the facility. Other minor administrative changes are also being

implemented as described below to facilitate the license transfer.

II. Basis for the Change

After the transfer of their ownership interests, WPSC and WPL, as applicable, will retain
no responsibility for the regulatory obligations contained in the Kewaunee license that are
applicable to the owners of Kewaunee. Similarly, after the transfer of operating responsibility,
NMC will retain no responsibility for the regulatory obligations contained in the Kewaunee license

that are applicable to the operator of Kewaunee. Accordingly, the entity to which these



responsibilities are being transferred, Dominion Energy Kewaunee, must be identified in the

Facility Operating License and accompanying Technical Specifications.

III.  Safety Assessment

The proposed changes to the Facility Operating License and accompanying Technical
Specifications for Kewaunee identify Dominion Energy Kewaunee as the new owner or operator
of the facility and make other minor administrative changes related to the transfer of ownership
and operating responsibility to Dominion Energy Kewaunee. No physical modifications are being
made to plant systems or components, nor are any significant changes being made in day-to-day
operations. Therefore, the proposed changes are administrative in nature and will not adversely

affect nuclear safety or safe plant operation.

IV.  Description of the Proposed Changes

The proposed changes to the Facility Operating License and accompanying Technical

Specifications for Kewaunee include the following:

1. the deletion of references to WPSC and WPL as the owners of Kewaunee and the
authorization of Dominion Energy Kewaunee to possess and own Kewaunee under

essentially the same conditions and authorizations included in the existing license; and

2. the deletion of references to NMC as the operator of Kewaunee and the authorization
of Dominion Energy Kewaunee to possess, use, and operate Kewaunee under

essentially the same conditions and authorizations contained in the existing license.

The actual wording changes associated with the conforming administrative amendment to

the Facility Operating License and accompanying Technical Specifications for Kewaunee are



provided in the marked-up and typed pages in Attachments 1 and 2 to this Exhibit, respectively.

A summary of the proposed changes is provided below.

V. Transfer of Ownership Interests and Operating Responsibilities

The following changes to the Kewaunee Facility Operating License are proposed in

connection with the transfer of the ownership interests and operating responsibilities:

License Section, page number

Action Description

Heading, page 1

Delete “WISCONSIN PUBLIC SERVICE
CORPORATION”, “WISCONSIN POWER
AND LIGHT COMPANY”, and “NUCLEAR
MANAGEMENT COMPANY” and replace
with “DOMINION ENERGY KEWAUNEE,
INC.”

Change the plant name “KEWAUNEE
NUCLEAR POWER PLANT” to
“KEWAUNEE POWER STATION” to reflect
the name under which Dominion Energy
Kewaunee plans to operate the facility.

Item 1.A, page 1

Delete “Wisconsin Public Service Corporation
and Wisconsin Power and Light Company (the
licensees)” and replace with “the applicant™ to
reflect the change in ownership in the context
of an historical application.

Item 1.B, page 1

Change the plant name “Kewaunee Nuclear
Power Plant” to “Kewaunee Power Station” to
reflect the name under which Dominion Energy
Kewaunee plans to operate the facility.

Item 1.E, page 1

Delete “The Nuclear Management Company,
LLC (NMC)” and replace with “Dominion
Energy Kewaunee, Inc. (the licensee)”. Delete
the word “qualified” following “technically”
and the words “the licensees are” prior to the
word “financially” as the current owners and
operator are being replaced by the single
licensee owner/operator Dominion Energy
Kewaunee.

Item 1.F, page 1

Change “licensees™ to “licensee,” and replace
the words “and NMC have” with “has,” as the
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current owners and operator are being replaced
by the single licensee owner/operator Dominion
Energy Kewaunee.

Item 2, page 2

Replace “NMC, Wisconsin Public Service
Corporation and Wisconsin Power and Light
Company,” with “Dominion Energy Kewaunee,
Inc.” to reflect the change in plant
owner/operator.

Item 2.A, page 2

Change the plant name “Kewaunee Nuclear
Power Plant” to “Kewaunee Power Station™ to
reflect the name under which Dominion Energy
Kewaunee plans to operate the facility.

Replace “Wisconsin Public Service Corporation
and Wisconsin Power and Light Company”
with “Dominion Energy Kewaunee, Inc.” to
reflect the change in ownership.

Item 2.B, page 2

Insert “Dominion Energy Kewaunee, Inc.” after
the word “licenses” to reflect the change in
plant owner/operator.

Item 2.B(1), page 2

Delete “Wisconsin Public Service Corporation
and Wisconsin Power and Light Company” and
“and the NMC to” to reflect the change in plant
owner/operator to  Dominion  Energy
Kewaunee.

Item 2.B(2), page 2

Delete “NMC” to reflect the change in plant
operator from NMC to Dominion Energy
Kewaunee.

Item 2.B(3), page 2

Delete “NMC” to reflect the change in plant
operator from NMC to Dominion Energy
Kewaunee.

Item 2.B(4), page 2

Delete “NMC” to reflect the change in plant
operator from NMC to Dominion Energy
Kewaunee.

Item 2.B(5), page 2

Delete “NMC” to reflect the change in plant
operator from NMC to Dominion Energy
Kewaunee.

Item 2.C(1), page 3

Replace “NMC” with “licensee” to reflect the
change in plant operator from NMC to
Dominion Energy Kewaunee.

Item 2.C(2), page 3

Delete Amendment No. “170” to facilitate new
amendment number pending approval of the
proposed operating license and Technical
Specifications changes.




Replace “NMC” with “licensee” to reflect the
change in plant operator from NMC to
Dominion Energy Kewaunee.

Item 2.C(3), page 3

Replace “NMC” with “licensee” in the first and
second paragraphs to reflect the change in plant
operator from NMC to Dominion Energy
Kewaunee.

In the first paragraph, replace “KNPP” with
“licensee’s” for consistency with the modified
plant name.

Item 2.C(4), page 3

Replace “NMC” with “licensee” to reflect the
change in plant operator from NMC to
Dominion Energy Kewaunee.

Item 2.C(7), page 4

Delete this item as it refers to an earlier license
transfer associated with a previous minority
owner and will become obsolete upon transfer
of the operating license from Wisconsin Public
Service Corporation, Wisconsin Power and
Light Company, and NMC to Dominion Energy
Kewaunee.

Item 2.D, page 4

Replace “NMC” with “licensee™ to reflect the
change in plant operator from NMC to
Dominion Energy Kewaunee.

The following changes to the Kewaunee Technical Specifications are proposed in

connection with the transfer of the ownership interests and operating responsibilities:

Technical Specification, page number

Action Description

Appendix A cover page

Change the plant name “KEWAUNEE
NUCLEAR POWER PLANT” to
“KEWAUNEE POWER STATION” to reflect
the name under which Dominion Energy
Kewaunee plans to operate the facility.

Replace “WISCONSIN PUBLIC SERVICE
CORPORATION” with “DOMINION
ENERGY KEWAUNEE, INC.” to reflect the
change in plant ownership.

TS 4.2 Basis, page TS B4.2-1

In the first paragraph, change the plant name
“Kewaunee Nuclear Power Plant” to

A-5




“Kewaunee Power Station (KPS)” to reflect the
name under which Dominion Energy Kewaunee
plans to operate the facility.

Replace “NMC” in two locations in the first
paragraph with “Dominion Energy Kewaunee,
Inc.” to reflect the change in plant operator.

In the first paragraph under the heading
Technical _ Specification  4.2.b  replace
“Kewaunee Nuclear Power Plant” and “KNPP”
with “KPS” to reflect the name under which
Dominion Energy Kewaunee plans to operate
the facility.

TS 4.2 Basis, page TS B4.2-2

In the second paragraph under heading
Technical Specification 4.2.b.2 replace “NMC”
with “Dominion Energy Kewaunee, Inc.” to
reflect the change in plant operator.

In the first paragraph under the heading
Technical Specification 4.2.b.3  change
“Kewaunee Nuclear Power Plant” to
“Kewaunee Power Station” to reflect the name
under which Dominion Energy Kewaunee plans
to operate the facility.

TS 4.5 Basis, page TS B4.5-1

In the third paragraph under the heading
System Tests (TS 5.5.a) replace “KINPP” with
“Kewaunee Power Station” to reflect the name
under which Dominion Energy Kewaunee plans
to operate the facility.

TS 5.1, page TS 5.1-1

In the first paragraph under the heading
SPECIFICATION, change  “Kewaunee
Nuclear Power Plant” to “Kewaunee Power
Station” to reflect the name under which
Dominion Energy Kewaunee plans to operate
the facility.

Replace “Wisconsin Public Service Corporation
and Wisconsin Power and Light Company”
with “Dominion Energy Kewaunee, Inc.” to
reflect the change in plant ownership.

Appendix B cover page

Change the plant name “KEWAUNEE
NUCLEAR POWER PLANT” to
“KEWAUNEE POWER STATION” to reflect
the name under which Dominion Energy

A-6




Kewaunee plans to operate the facility.

Replace “WISCONSIN PUBLIC SERVICE
CORPORATION” with “DOMINION
ENERGY KEWAUNEE, INC.” to reflect the
change in plant ownership.
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DOMINION ENERGY KEWAUNEE, INC.

NUCLEAR-MANAGEMENT-GOMPANY.
DOCKET NO. 50-305 STATION

KEWAUNEE NUGLEAR POWER PI:AN/

FACILITY OPERATING LICENSE AS AMENDED

License No. DPR-43

the applicant
The Atomic Energy Commission (the Commission) having found tha:/

A.

The application for license filed by

complies with the standards and I
requirements of the Atomic Energy Act of 1954, as amended (the Act), and the
Commission’s rules and regulations set forth in 10 CFR Chapter | and all required
notifications to other agencies or bodies have been duly made;

Station
Construction of the Kewaunee Nuclear Power (facility)' has been substantially |

completed in conformity with Provisional Construction Permit No. CPPR-50, as
amended, and the application, as amended, the provisions of the Act and the rules
and regulations of the Commission;

The facility will operate in conformity with the application, as amended, the provisions
of the Act, and the rules and regulations of the Commission;

There is reasonable assurance: (i) that the activities authorized by this operating
license can be conducted without endangering the health and safety of the public, and
(ii) that such activities will be conducted in compliance with the rules and regulations of

the Commission; pominion Energy Kewaunee, Inc. (the licensee)

Fhe-Nuclear—Management-Gompany—LLG(NMG) is technically qualified and the
licensees—are financially qualified to engage in the activities authorized by this

operating license in accordance with the rules and regulations of the Commission;

The licensee satisfied the applicable provisions of 10 CFR Part 140, I
"Financial Protection Requirements and Indemnity Agreements," of the Commission's
regulations; has

The issuance of this operating license will not be inimical to the common defense and
security or to the health and safety of the public;

Amendment No. 370
1 10402/2003



H. After weighing the environmental, economic, technical, and other benefits of the facility
against environmental costs and considering available altematives, the issuance of
Facility Operating License No. DPR-43, subject to the condition for protection of the
environment set forth herein, is in accordance with 10 CFR Part 50, Appendix D, of the
Commission's regulations and all applicable requirements of said Appendix D have
been satisfied; and

I The receipt, possession, and use byproduct and special nuclear material as authorized
by this license will be in accordance with the Commission's regulations in 10 CFR Part
30 and 70, including 10 CFR Section 30.33, 70.23 and 70.31 Dominion Energy Kewaunge, Inc.

2. Facility Operating License No. DPR-43 is hereby issued to
Gorporation-and-Wisconsin-Power-and-Light-GCompany, to read as follows: Station

A. This license applies to the Kewaunee Nuclear Power P-laﬁa/pressunzed waer

nuclear reactor and assocnated equnpment (the facnhty) owned by

i . The facility is located

in Kewaunee County, Wsconsm and is descnbed in the "Flnal Safety Analysis

Report" as supplemented and amended (Amendments 7 through 31) and the
Environmental Report as supplemented and amended.

B. Subject to the conditions and requirements incorporated herein, the Commission
hereby IIcense7"__Dominion Energy Kewaunee, Inc. |

(1) Pursuant to Section 104b of the Act and 10 CFR Part 50, "Licensing of

Production and Utilization Facilities," Wisconsin-Public-Service-Gorporation-and I
Wisconsin—Rower—and-Light-Company to possess, and-the-NMG-{o use and

operate the facility at the designated location in Kewaunee County, Wisconsin, in
accordance with the procedures and limitations set forth in this license;

(2) Pursuant to the Act and 10 CFR Part 70, NMG to receive, possess, and use at |
any time special nuclear material as reactor fuel in accordance with the
limitations for storage and amounts required for reactor operation, as described
in the Final Safety Analysis Report as supplemented and amended;

(3) Pursuant to the Act and 10 CFR Parts 30,40, and 70, NMG to receive, possess, l
and use at any time any byproduct, source, and special nuclear material as
sealed neutron sources for reactor startup, sealed sources for reactor
instrumentation, and radiation monitoring equnpment calibration, and as fission
detectors in amounts as required;

(4) Pursuant to the Act and 10 CFR Parts 30,40, and 70, NMG to receive, possess,
and use in amounts as required any byproduct, source, or special nuclear
material without restriction to chemical or physical form for sample analysis or
instrument calibration or associated with radioactive apparatus or components;

(5) Pursuant to the Act and 10 CFR Parts 30 and 70, NMG to possess but not
separate, such byproduct and special nuclear materials as may be produced by
the operation of the facility.

Amendment No. 170
2 10/02/2003



C. This license shall be deemed to contain and is subject to the conditions specified in
the following Commission regulations in 10 CFR, Chapter 1: (1) Part 20, Section 30.34
of Part 30, Section 40.41 of Part 40, Section 50.54 and 50.59 of Part 50, and Section
70.32 of Part 70, (2) is subject to all applicable provisions of the Act and to the rules,
regulations, and orders of the Commission now or hereafter in effect, and (3) is subject
to the additional conditions specified or incorporated below:

(1)

licensee

@)

(4)

()

Maximum Power Level

The NMG is authorized to operate the facility at steady-state reactor core power
levels not in excess of 1673 megawatts (thermal).

Technical Specifications licensee

The Technical Specifications contained in Appendix A, as revised trlough
Amendment No. §70 are hereby incorporated in the license. The NMG shall
operate the facility in accordance with the Technical Specifications.

Firg, Protection licensee’s

ire Protection Program as described in the KNRR Fire Plan, and as referenced
inkthe Updated Safety Analysis Report, and as approved in the Safety Evaluation
Reports, dated November 25, 1977, and December 12,1978 (and supplement
dated February 13, 1981) subject to the following provision:

The NMG shall implement and maintain in effegt/a‘l(ovisions of the approved I

he NMG may make changes to the approved Fire Protection Program without |
ior approval of the Commission, only if those changes would not adversely
affect the ability to achieve and maintain safe shutdown in the event of a fire.

Physjcal Protection

The bMG shall fully implement and maintain in effect all provisions of the |

Commission-approved "Kewaunee Nuclear Power Plant Security Manual," Rev.
1, approved by the NRC on December 15, 1989, the "Kewaunee Nuclear Power
Plant Security Force Training and Qualification Manual," Rev. 7, approved by the
NRC on November 17,1987, and the "Kewaunee Nuclear Power Plant Security
Contingency Plan," Rev. 1, approved by the NRC on September 1, 1983. These
manuals include amendments made pursuant to provisions of the Miscellaneous

Amendments and Search Requirements revisions to 10 CFR 73.55

(51 FR 27817 and 27822) and to the authority of 10 CFR 50.90 and 10 CFR
50.54(p).

Fuel Bumup

The maximum rod average burnup for any rod shall be limited to 60 GWD/MTU
until completion of an NRC environmental assessment supporting an increased
limit.

Amendment No. 170
3 104022003



(6) Steam Generator Upper Lateral Supports

The design of the steam generator upper lateral supports may be modified by
reducing the number of snubbers from four (4) to one (1) per steam generator.

licensee
D. The NMG shall comply with applicable effluent limitations and other limitations and
monitoring requirements, if any, specified pursuant to Section 401(d) of the Federal
Water Pollution Control Act Amendments of 1972.
E. This license is effective as of the date of issuance, and shall expire at midnight on
December 21,2013.
FOR THE ATOMIC ENERGY COMMISSION
Original Signed by
A. Giambusso, Deputy Director
for Reactor Projects
Directorate of Licensing
Attachment:

Appendices A and B - Technical Specifications

Date of Issuance: December 21,1973

Amendment No. 170
4 10/02/2003




APPENDIX A
TECHNICAL SPECIFICATIONS

FOR

STQTION
KEWAUNEE NUGLEAR POWER

KEWAUNEE, WISCONSIN

DOMINION ENERGY KEWAUNEE, INC.
WISCONSIN-RUBLIG-SERVIGE-GCORRORATION

DOCKET NUMBER 50-305



BASIS Statjon (KPS)

Kewaunee Nuclear Power PRlant design was not designed to Section XI of the ASME Code;
therefore, 100% compliance may not be practically achievable. However, the design process did
consider access for in-service inspection, and made modifications within design limitations to

provide maximum access. To the extent practical, performs inspection of ASME Code Class
1, Class 2, Class 3, and Class MC components in agcordance with Section XI of the ASME Code.
If an inspection required by the Code is impractiqal, requests Commission approval for |

deviation from the requirement. ..
q Dominion EnergylKewaunee,

The basis for surveillance testing of the Reactor Coolant System pressure isolation valves identified
in Table TS 3.1-2 is contained within "Order for Modification of License" dated April 20, 1981.

Technical Specification 4.2.b

PS

These Technical Specifications provide inspection and plugging requirements fo
Power-Plant steam generator tubes. Fulfilling these requirements assures that steam generator
tubes are inspected and maintained in a manner consistent with current NRC regulations and
guidelines including the General Design Criteria of 10 CFR Part 50, Appendix A.

General Design Criterion (GDC) 14, "Reactor Coolant Pressure Boundary," and GDC 3 1, "Fracture
Prevention of Reactor Coolant Pressure Boundary," require the reactor coolant pressure boundary
to have an extremely low probability of abnormal leakage, of rapidly propagating failure, and of
gross rupture. Also, GDC 15, "Reactor Coolant System Design," requires the Reactor Coolant
System and associated auxiliary, control, and protection systems to be designed with sufficient
margin to ensure that design limits of the reactor coolant pressure boundary are not exceeded during
normal operation, including during anticipated operational transients. Furthermore, GDC 32,
Inspection of Reactor Coolant System Pressure Boundary,"” requires components that are part of
the reactor coolant pressure boundary to be designed to pemmit periodic inspection and testing of
critical areas in order to assess their structural and leak tight integrity.

The NRC has developed guidance for stem generator tube inspection and maintenance including
Regulatory Guides 1.83 and 1.12 |. Regulatory Guide 1.83, "In-service Inspection of Pressurized
Water Reactor Steam Generator Tubes,” forms the basis for many of the requirements in this section
and should be consulted before revising them. Regulatory Guide 1.121, "Bases for Plugging
Degraded PWR Steam Generator Tubes," defines steam generator tube minimum wall thickness.

Amendment No. 158
920/01
TS B4.2-1



Technical Specification 4.2.b.1

If the steam generators are performing in an adequately similar manner, it is appropriate to limit the
inspection to one steam generator per inspection interval on an altemating basis. This offers
economic savings as well as reduction of radiation exposure and outage duration.

Technical Specification 4.2.b.2

Inspection of the steam generator tubes provides evaluation of their service condition. Operational
experience has shown that certain types of steam generators are susceptible to generic degradation
mechanisms. It has also revealed site-specific steam generator tube degradation mechanisms. The
Kewaunee inspection program assesses both generic and site-specific tube degradations.

Kewaunee uses various eddy current (EC) testing methodologies to inspect steam generator tubes.
EC technology has improved considerably since Kewaunee began commercial operation in 1974,

and is_.committed to use advanced EC methods and technology, as appropriate, to assure
accurate assess steam generator tube service condition.
Dominion Energy Kewaunee, Inc.

Technical Specification 4.2.b.3

Station

Kewaunee Nuclear Power Fllanf{team generator tube inspections are typically conducted during
refueling outages. Criteria used to select tubes for inspection are based, in part, on tube service
condition determined during previous inspections, and on operational experience from other plants
with similar steam generators and water chemistry. Identification of degraded steam generator tubes
results in expansion of the cumrent inspection as well as increased frequency of subsequent
inspections. In this manner, steam generator tube surveillance remains consistent with tube service
condition.

Several operational events or transients require consequent steam generator tube inspections. These
inspections must be performed after occurrence of excessive primary-to-secondary leakage or after
transients that impose large mechanical and thermal stresses on the tubes.

Amendment No. 158
0920/01
TS B4.2-2



BASIS

System Tests (TS 4.5.a)

The Safety Injection System and the Containment Vessel Internal Spray System are
principal plant safety systems that are normally in standby during reactor
operation. Complete systems tests cannot be performed when the reactor is
OPERATING because a safety injection signal causes containment isolation, and a
Containment Vessel Internal Spray System test requires the system to be
temporarily disabled. The method of assuring OPERABILITY of these systems is
therefore to combine system tests to be performed during periodic shutdowns with
more frequent component tests, which can be performed during reactor operation.

The systems tests demonstrate proper automatic operation of the Safety Injection
and Containment Vessel Internal Spray Systems. A test signal is applied to
initiate automatic action, resulting in verification that the components received
the safety injection signal in the proper sequence. The test demonstrates the
operation of the valves, pump circuit breakers, and automatic circuitry."

The Internal Containment Spray (ICS) System is designed to provide containment
cooling in the event of a loss-of-coolant accident or steam line break, thereby
ensuring the containment pressure does not exceed its design value o f 46 psig at
268°F (100% R.H.).® To ensure adequate cooling is available, calculations were
performed to determine the ICS flow rate necessary to provide post-accident
cooling. These calculations showed that a flow rate of 1300 gpm provides the
required cooling capabilities for one train. With the system design,
76 properly functioning spray nozzles per train will gdequately provide the
required flow rate of 1300 gpm per train. Kewaunee Power Station

Component Tests - Containment Fancoil Units (TS 4.5.a.3)

Testing of the containment fancoil unit emergency discharge and backdraft dampers
is performed to assure the integrity of the duct work post-LOCA.

Component Tests - Pumps (TS 4.5.b.1)

During reactor operation, the instrumentation which is depended upon to initiate
safety injection and containment spray is checked daily and the initiating logic
circuits are tested monthly (in accordance with TS 4.1). In addition, the active
components (pumps and valves) are to be tested quarterly to check the operation
of the starting circuits and to verify that the pumps are in satisfactory running
order. The quarterly test interval is based on the judgment that more frequent
testing would not significantly increase the reliability (i.e., the probability
that the component would operate when required), yet more frequent testing would
result in increased wear over a long period of time.

MUSAR Section 6.2

@USAR Section 6.4

Amendment No. 4186
TS B4.5-1 08/18/2002



5.0 DESIGN FEATURES

5.1 SITE

APPLICABILITY

Applies to the location and extent of the reactor site.

OBJECTIVE

To define those aspects of the site which affect the overall safety of the installation.
SPECIFICATION S Dominion Energy Kewaunee, Inc.

tation
The Kewaunee Nuclear Power mim is located on property owned by Wrseeqw&%bke&ecwee

at a site on the west shore of Lake
Michigan, approximately 30 miles east-southeast of the city of Green Bay, Wisconsin.

The minimum distance from the center line of the reactor containment to the site exclusion
radius as defined in 10 CFR 100.3 is 1200 meters.

Amendment No. 162
TS 5.1-1 09/19/2002



APPENDIX B

ENVIRONMENTAL TECHNICAL SPECIFICATIONS

FOR

KEWAUNEE NUGLEEAR POWER RLANT STATION

KEWAUNEE, WISCONSIN

DOMINION ENERGY KEWAUNEE, INC.
WISGONSIN-RUBLIG-SERVICE-CORPORATION

DOCKET NUMBER 50-305
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DOMINION ENERGY KEWAUNEE, INC. l

DOCKET NO. 50-305

KEWAUNEE POWER STATION |
FACILITY OPERATING LICENSE AS AMENDED

License No. DPR-43

The Atomic Energy Commission (the Commission) having found that:

A. The application for license filed by the applicant complies with the standards and
requirements of the Atomic Energy Act of 1954, as amended (the Act), and the
Commission’s rules and regulations set forth in 10 CFR Chapter | and all required
notifications to other agencies or bodies have been duly made;

B. Construction of the Kewaunee Power Station (facility) has been substantially
completed in conformity with Provisional Construction Permit No CPPR-50, as
amended, and the application, as amended, the provisions of the Act and the rules
and regulations of the Commission;

C. The facility will operate in conformity with the application, as amended, the
provisions of the Act, and the rules and regulations of the Commission;

D. There is reasonable assurance: (i) that the activities authorized by this operating
license can be conducted without endangering the health and safety of the public,
and (ii) that such activities will be conducted in compliance with the rules and
regulations of the Commission;

E. Dominion Energy Kewaunee, Inc. (the licensee) is technically and financially |
qualified to engage in the activities authorized by this operating license in
accordance with the rules and regulations of the Commission;

F. The licensee has satisfied the applicable provisions of 10 CFR Part 140, “Financial |
Protection Requirements and Indemnity Agreements,” of the Commission’s
regulations;

G. The issuance of this operating license will not be inimical to the common defense
and security or to the health and safety of the public;

Amendment No.



After weighing the environmental, economic, technical, and other benefits of the
facility against environmental costs and considering available alternatives, the
issuance of Facility Operating License No. DPR-43, subject to the condition for
protection of the environment set forth herein, is in accordance with 10 CFR Part
50, Appendix D, of the Commission’s regulations and all applicable requirements of
said Appendix D have been satisfied; and

The receipt, possession, and use of byproduct and special nuclear material as
authorized by this license will be in accordance with the Commission'’s regulations in
10 CFR Part 30 and 70, including 10 CFR Section 30.33, 70.23 and 70.31.

2. Facility Operating License No. DPR-43 is hereby issued to Dominion Energy Kewaunee,
Inc. to read as follows:

A.

This license applies to the Kewaunee Power Station, a pressurized water nuclear
reactor and associated equipment (the facility), owned by Dominion Energy
Kewaunee, Inc. The facility is located in Kewaunee County, Wisconsin, and is
described in the “Final Safety Analysis Report” as supplemented and amended
(Amendments 7 through 31) and the Environmental Report as supplemented and
amended.

Subject to the conditions and requirements incorporated herein, the Commission
hereby licenses Dominion Energy Kewaunee, Inc.:

(1) Pursuant to Section 104b of the Act and 10 CFR Part 50, “Licensing of
Production and Utilization Facilities,” to possess, use and operate the facility
at the designated location in Kewaunee County, Wisconsin, in accordance
with the procedures and limitations set forth in this license;

(2) Pursuant to the Act and 10 CFR Part 70, to receive, possess, and use at any
time special nuclear material as reactor fuel in accordance with the limitations
for storage and amounts required for reactor operation, as described in the
Final Safety Analysis Report as supplemented and amended;

(3) Pursuant to the Act and 10 CFR Parts 30, 40 and 70, to receive, possess, and
use at any time any byproduct, source, and special nuclear material as sealed
neutron sources for reactor startup, sealed sources for reactor
instrumentation, and radiation monitoring equipment calibration, and as fission
detectors in amounts as required;

(4) Pursuant to the Act and 10 CFR Parts 30, 40 and 70, to receive, possess, and
use in amounts as required any byproduct, source, or special nuclear material
without restriction to chemical or physical form for sample analysis or
instrument calibration or associated with radioactive apparatus or
components;

(6) Pursuant to the Act and 10 CFR Parts 30 and 70, to possess but not separate,

such byproduct and special nuclear materials as may be produced by the
operation of the facility.

Amendment No.




This license shall be deemed to contain and is subject to the conditions specified in
the following Commission regulations in 10 CFR, Chapter 1: (1) Part 20, Section
30.34 of Part 30, Section 40.41 of Part 40, Section 50.54 and 50.59 of Part 50, and
Section 70.32 of Part 70, (2) is subject to all applicable provisions of the Act and to
the rules, regulations, and orders of the Commission now or hereafter in effect, and
(3) is subject to the additional conditions specified or incorporated below:

(1

(@)

(3)

“4)

(5)

Maximum Power Level

The licensee is authorized to operate the facility at steady-state reactor core
power levels not in excess of 1673 megawatts (thermal).

Technical Specifications

The Technical Specifications contained in Appendix A, as revised through
Amendment No.  are hereby incorporated in the license. The licensee shall
operate the facility in accordance with the Technical Specifications.

Fire Protection

The licensee shall implement and maintain in effect all provisions of the
approved Fire Protection Program as described in the licensee’s Fire Plan,
and as referenced in the Updated Safety Analysis Report, and as approved in
the Safety Evaluation Reports, dated November 25, 1977, and December 12,
1978 (and supplement dated February 13, 1981) subject to the following
provision:

The licensee may make changes to the approved Fire Protection Program
without prior approval of the Commission, only if those changes would not
adversely affect the ability to achieve and maintain safe shutdown in the event
of afire.

Physical Protection

The licensee shall fully implement and maintain in effect all provisions of the
Commission-approved “Kewaunee Nuclear Power Plant Security Manual,”
Rev. 1, approved by the NRC on December 15, 1989, the “Kewaunee Nuclear
Power Plant Security Force Training and Qualification Manual,” Rev. 7,
approved by the NRC on November 17, 1987, and the “Kewaunee Nuclear
Power Plant Security Contingency Plan,” Rev. 1, approved by the NRC on
September 1, 1983. These manuals include amendments made pursuant to
provisions of the Miscellaneous Amendments and Search Requirements
revisions to 10 CFR 73.55 (61 FR 27817 and 27822) and to the authority of 10
CFR 50.90 and 10 CFR 50.54(p).

Fuel Bumup

The maximum rod average bumup for any rod shall be limited to 60
GWD/MTU until completion of an NRC environmental assessment supporting
an increased limit.

Amendment No.



(6) Steam Generator Upper Lateral Supports

The design of the steam generator upper lateral supports may be modified by
reducing the number of snubbers from four (4) to one (1) per steam generator.

D. The licensee shall comply with applicable effluent limitations and other limitations
and monitoring requirements, if any, specified pursuant to Section 401(d) of the
Federal Water Pollution Control Act Amendments of 1972.

E. This license is effective as of the date of issuance, and shall expire at midnight on
December 21, 2013.

FOR THE ATOMIC ENERGY COMMISSION
Original Signed by

A. Giambusso, Deputy Director
for Reactor Projects
Directorate of Licensing
Attachment:
Appendices A and B — Technical Specifications

Date of Issuance: December 21, 1973

Amendment No.



APPENDIX A

TECHNICAL SPECIFICATIONS

FOR

KEWAUNEE POWER STATION

KEWAUNEE, WISCONSIN

DOMINION ENERGY KEWAUNEE, INC.

DOCKET NUMBER 50-305



BASIS

Kewaunee Power Station (KPS) design was not designed to Section XI of the ASME Code;
therefore, 100% compliance may not be practically achievable. However, the design process
did consider access for in-service inspection, and made modifications within design limitations
to provide maximum access. To the extent practical, Dominion Energy Kewaunee, Inc.
performs inspection of ASME Code Class 1, Class 2, Class 3, and Class MC components in
accordance wit Section Xl| of the ASME Code. If an inspection required by the Code is
impractical, Dominion Energy Kewaunee, Inc. requests Commission approval for deviation
from the requirement.

The basis for surveillance testing of the Reactor Coolant System pressure isolation valves
identified in Table TS 3.1-2 is contained within “Order for Modification of License” dated April
20, 1981.

Technical Specification 4.2.b

These Technical Specifications provide inspection and plugging requirements for KPS steam
generator tubes. Fulfilling these requirements assures that KPS steam generator tubes are
inspected and maintained in a manner consistent with current NRC regulations and guidelines
including the General Design Criteria of 10 CFR Part 50, Appendix A.

Generic Design Criterion (GDC) 14, “Reactor Coolant Pressure Boundary,” and GDC 31,
“Fracture Prevention of Reactor Coolant Pressure Boundary,” require the reactor coolant
pressure boundary to have an extremely low probability of abnormal leakage, of rapidly
propagating failure, and of gross rupture. Also, GDC 15, “Reactor Coolant System Design,”
requires the Reactor Coolant System and associated auxiliary, control, and protection systems
to be designed with sufficient margin to ensure that design limits of the reactor coolant
pressure boundary are not exceeded during normal operation, including during anticipated
operational transients. Furthermore, GDC 32, “Inspection of Reactor Coolant System Pressure
Boundary,” requires components that are part of the reactor coolant pressure boundary to be
designed to permit periodic inspection and testing of critical areas in order to assess their
structural and leak tight integrity.

The NRC has developed guidance for steam generator tube inspection and maintenance
including Regulatory Guides 1.83 and 1.121. Regulatory Guide 1.83, “In-service Inspection of
Pressurized Water Reactor Steam Generator Tubes,” forms the basis for many of the
requirements in this section and should be consulted before revising them. Regulatory Guide
1.121, “Bases for Plugging Degraded PWR Steam Generator Tubes,” defines steam generator
tube minimum wall thickness.

Amendment No.

TS B4.2-1



Technical Specification 4.2.b.1

If the steam generators are performing in an adequately similar manner, it is appropriate to
limit the inspection to one steam generator per inspection interval on an alternating basis. This
offers economic savings as well as reduction of radiation exposure and outage duration.

Technical Specification 4.2.b.2

Inspection of the steam generator tubes provides evaluation of their service condition.
Operational experience has shown that certain types of steam generators are susceptible to
generic degradation mechanisms. It has also revealed site-specific steam generator tube
degradation mechanisms. The Kewaunee inspection program assesses both generic and site-
specific tube degradations.

Kewaunee uses various eddy current (EC) testing methodologies to inspect steam generator
tubes. EC technology has improved considerably since Kewaunee began commercial
operation in 1974, and Dominion Energy Kewaunee, Inc. is committed to use advanced EC
methods and technology, as appropriate, to assure accurate assessment of steam generator
tube service condition.

Technical Specification 4.2.b.3

Kewaunee Power Station steam generator tube inspections are typically conducted during
refueling outages. Criteria used to select tubes for inspection are based, in part, on tube
service condition determined during previous inspections, and on operational experience from
other plants with similar steam generators and water chemistry. Identification of degraded
steam generator tubes results in expansion of the cumrent inspection as well as increased
frequency of subsequent inspections. In this manner, steam generator tube surveillance
remains consistent with tube service condition.

Several operational events or transients require consequent steam generator tube inspections.

These inspections must be performed after occurrence of excessive primary-to-secondary
leakage or after transients that impose large mechanical and thermal stresses on the tubes.

Amendment No.
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BASIS

System Tests (TS 4.5.a)

The Safety Injection System and the Containment Vessel Intemal Spray System are
principal plant safety systems that are normally in standby during reactor
operation. Complete systems tests cannot be performed when the reactor is
OPERATING because a safety injection signal causes containment isolation, and a
Containment Vessel Internal Spray System test requires the system to be
temporarily disabled. The method of assuring OPERABILITY of these systems is
therefore to combine system tests to be performed during periodic shutdowns with
more frequent component tests, which can be performed during reactor operation.

The systems tests demonstrate proper automatic operation of the Safety Injection

and Containment Vessel Intemal Spray Systems. A test signal is applied to
initiate automatic action, resulting in verification that the components received
the safety injection signal in the proper sequence. The test demonstrates the

operation of the valves, pump circuit breakers, and automatic circuitry. "

The Internal Containment Spray (ICS) System is designed to provide containment
cooling in the event of a loss-of-coolant accident or steam line break, thereby
ensuring the containment pressure does not exceed its design value of 45 psig at
268°F (100% R.H.). ® To ensure adequate cooling is available, calculations were
performed to determine the ICS flow rate necessary to provide post-accident
cooling. These calculations showed that a flow rate of 1300 gpm provides the
required cooling capabilities for one train. With the Kewaunee Power Station system design,
76 properly functioning spray nozzles per train will adequately provide the required flow rate of
1300 gpm per train.

Component Tests - Containment Fancoil Units (TS 4.5.a.3)

Testing of the containment fancoil unit emergency discharge and backdraft dampers
is performed to assure the integrity of the duct work post-LOCA.

Component Tests - Pumps (TS 4.5.b.1)

During reactor operation, the instrumentation which is depended wupon to initiate
safety injection and containment spray is checked daily and the initiating logic
circuits are tested monthly (in accordance with TS 4.1). In addition, the active
components (pumps and valves) are to be tested quarterly to check the operation
of the starting circuits and to verify that the pumps are in satisfactory running
order. The quarterly test interval is based on the judgment that more frequent
testing would not significantly increase the reliabilty (i.e., the probability
that the component would operate when required), yet more frequent testing would
result in increased wear over a long period of time.

M USAR Section 6.2

@ USAR Section 6.4

Amendment No.
TS B4.5-1



5.0 DESIGN FEATURES

54 SITE

APPLICABILITY

Applies to the location and extent of the reactor site.
OBJECTIVE
To define those aspects of the site which affect the overall safety of the installation.

SPECIFICATION

The Kewaunee Power Station is located on property owned by Dominion Energy
Kewaunee, Inc. at a site on the west shore of Lake Michigan, approximately 30 miles
east-southeast of the city of Green Bay, Wisconsin.

The minimum distance from the center line of the reactor containment to the site
exclusion radius as defined in 10 CFR 100.3 is 1200 meters.

Amendment No.
TS 5.1-1
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EXHIBIT B

No Significant Hazards Consideration Determination

The proposed changes to the operating license and technical specifications are
administrative in nature. The proposed changes delete the references to WPSC, WPL, and NMC
in the license; change the name of Kewaunee Nuclear Power Plant to Kewaunee Power Station
for consistency with other nuclear plants owned by the Dominion companies; and authorize
Dominion Energy Kewaunee, Inc. to possess, use and operate Kewaunee, and to possess and use
related licensed materials, under the same conditions and authorizations included in the current

license.

In its regulations, at 10 C.F.R. § 2.1315, the Nuclear Regulatory Commission (“NRC”)
has made a generic determination regarding No Significant Hazards Consideration (“NSHC”)
determinations required by 10 C.F.R. § 50.92. The determination is applicable to license
amendments involving license transfers. In brief, the rule states that the NRC has determined that
any amendment to the license of a utilization facility which does no more than conform the license
to reflect the transfer action involves NSHC. The proposed changes contained in this license
amendment application are intended solely to conform the Kewaunee Operating License and
associated Technical Specifications to reflect the change in ownership and operating responsibility

as a result of a license transfer and thus meet the criteria specified by 10 C.F.R. § 2.1315.



EXHIBIT C

Corporate Ownership of Dominion Energy Kewaunee, Inc.

Dominion Resources, Inc.

Dominion Energy, Inc.

Dominion Nuclear
Projects, Inc.

Dominion Energy Kewaunee, Inc.




EXHIBIT D

SUPPORT AGREEMENT BETWEEN
DOMINION RESOURCES, INC. AND
DOMINION ENERGY KEWAUNEE, INC.

THIS SUPPORT AGREEMENT, dated as of __,20__ between Dominion
Resources, Inc., a Virginia corporation (“Dominion”), and Dominion Energy Kewaunee,
Inc., a Wisconsin Corporation (“Subsidiary”),

WITNESSETH:

WHEREAS, Dominion is the indirect owner of 100% of the outstanding shares of
the Subsidiary;

WHEREAS, the Subsidiary intends to purchase certain assets located at the
Kewaunee Nuclear Power Plant (“Kewaunee”) in the Town of Carlton, Kewaunee
County, Wisconsin pursuant to the Asset Sale Agreement dated
among Wisconsin Public Service Corporation, Wisconsin Power and Light Company, and
Subsidiary; and

WHEREAS, Dominion and the Subsidiary desire to take certain actions to insure the
Subsidiary’s ability to pay the expenses of operating Kewaunee safely and protecting the
public health and safety (the “Operating Expenses”) and to meet Nuclear Regulatory
Commission (“NRC”) requirements during the operating life of the Kewaunee Assets (the
"NRC Requirements").

Now, THEREFORE, in consideration of the mutual promises herein contained, the
parties hereto agree as follows:

1. Availability of Funding. From time to time, upon request of Subsidiary,
Dominion shall provide or cause to be provided to Subsidiary such funds as
the Subsidiary determines to be necessary to pay Operating Expenses and
meet NRC Requirements; provided, however, in no event shall the
aggregate amount which Dominion is obligated to provide under this
Agreement exceed $

2.  No Guarantee. This Support Agreement is not, and nothing herein
contained, and no action taken pursuant hereto by Dominion shall be



construed as, or deemed to constitute, a direct or indirect guarantee by
Dominion to any person of the payment of the Operating Expenses or of
any liability or obligation of any kind or character whatsoever of the
Subsidiary. This Agreement may, however, be relied upon by the NRC in
determining the financial qualifications of the Subsidiary to hold the
operating license for Kewaunee.

3.  Waivers. Dominion hereby waives any failure or delay on the part of the
Subsidiary in asserting or enforcing any of its rights or in making any
claims or demands hereunder.

4. Amendments and Termination. This Agreement may not be amended or
modified at any time without 30 days prior written notice to the NRC. This
Agreement shall terminate at such time as Dominion is no longer the direct
or indirect owner of any of the shares or other ownership interests in
Subsidiary. This Agreement shall also terminate with respect to the
Operating Expenses and NRC Requirements applicable to Kewaunee at
such time as Kewaunee permanently ceases commercial operations.

5. Successors. This Agreement shall be binding upon the parties hereto and
their respective successors and assigns.

6.  Third Parties. Except as expressly provided in Section 4 with respect to
the NRC, this Agreement is not intended for the benefit of any person other
than the parties hereto, and shall not confer or be deemed to confer upon
any other such person any benefits, rights, or remedies hereunder.

7.  Governing Law. This Agreement shall be governed by the laws of the
Commonwealth of Virginia.

IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be
executed and delivered by their respective officers thereunto duly authorized as of the day
and year first above written.



Dominion Resources, Inc.

Name:

Title:

Dominion Energy Kewaunee, Inc.

Name:

Title:
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Dominion Resources is one of the

nation’s leading energy companies.

We're traded under the symbol “D” on the New York Stock Exchange and

are proud to have the confidence of more than 350,000 shareholders.
We're also privileged to serve 5 million retail energy customers in nine states.
As one of the nation’s largest producers of natural gas and electric power,

we're an established wholesale energy marketer.

L
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Resources

Our $37.9 billion asset base includes

24,000 megawatts of electric
generation, 6.1 trillion cubic feet equivalent of proved gas and oil reserves,
and nearly 7,900 miles of natural gas transmission pipeline. We also operate
a natural gas storage system with 960 billion cubic feet of capacity, the

; nation’s largest.

Dominion ‘D2 Annual Report




Thos. E. Capps Jay L. Johnson

Chairman, President and President and

Chief Executive Officer Chief Executive Officer

Dominion Resources Dominion Delivery operating segment

Duane C. Radtke

President and

Chief Executive Officer Mark F. McGettrick

Dominion Exploration President and

& Production operating segment Chief Executive Officer— Generation
H Dominion Energy operating segment

Paul D. Koonce
Chief Executive Officer — Transmission
Dominion Energy operating segment

Thomas F. Farrell, II

: President and
Thomas N. Chewning i Chief Executive Officer

Executive Vice President and ; Dominion Energy operating segment
Chief Financial Officer ;

Dominion Resources
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Dear Shareholders,
Customers,
Employees—

and Short-term
Traders, Too:

*See page 23 for
a reconciliation of
our non-GAAP
operating earnings to
our GAAP earnings.

D id we have a good year? Absolutely.

In 2002, we produced our highest-ever operating earnings— $4.83
per share—nearly 16 percent better than the year before* Yet, our share price
closed at $54.90, down from $60.10 a year earlier. Even with our steady $2.58
annual dividend, that’s a total negative return of about 4.6 percent. But we fared
better than most energy companies. The Dow Jones utilities index produced a
total negative return of more than 23 percent while S&P indexes tracking
the natural gas and power industries produced total negative returns of about
42 percent and 15 percent, respectively. The S&P 500 sank more than
22 percent under the weight of lingering economic uncertainty, accounting scan-
dals and a resulting loss of faith by investors.

Still, beating the indexes is cold comfort. Taking a slightly longer
view, 'm proud that our operating earnings per share are 60 percent higher than
before our merger with Consolidated Natural Gas in early 2000. At the end
of 2002, wed delivered a 3-year total return of more than 60 percent.

Yet, if you follow Dominion’s share price on a regular basis, you
probably feel as though you stepped off a locomotive onto a roller coaster. Last
year, our shares traded as high as $67.06 and as low as $35.40—a wider range
than we've ever seen. We missed our target to deliver a 15 percent total return—

the combination of share price increase and dividend.

Total Return Comparison Dominion

Percent
80

67.2

M 1 Year Total Return 60.7
60

M 3 Year Total Return
40

M 5 Year Total Return
20

-20

-40
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Volatility in National Energy Markets Difficult energy market and stock
market conditions played a key role in yet another volatile year.

As wholesale power markets collapsed, margins earned from energy
trading compressed substantially. More than 160,000 megawatts of new electric
generation nationally and more than 50,000 new megawatts being built in our
own markets were cancelled. Energy markets weakened further under the weight
of allegations of fraud and manipulation in California. As a result, some compa-
nies that specialize in building new generation and in energy trading now face
possible bankruptcy.

Through it all, though, we never got distracted from our core

businesses.

Vision, Fundamental Strengths Remain the Same Our vision is the same:
we continue to operate—and will grow to an even more substantial position—
as a profitable natural gas and electric power company serving customers in
America’s most energy-intensive market: the Mid-Atlantic, Northeast and
Midwest. This market is home to our ever-growing base of 4 million retail utilicy
customers, and about 1 million others served by Dominion in the deregulated
marketplace. Roughly speaking, the region comprises about a quarter of the
nation’s land mass, but it accounts for 40 percent of the energy consumed.

Our strategy is the same: With $37.9 billion in assets, we have the
opportunity to earn profits at all points along what academics call the “value
chain” of the natural gas and electric power industries—wholesale production,

natural gas storage, regulated transportation and regulated retail utilities.

Assets 2001 v 2002
Billions of Dollars
Per GAAP 40 379
Financial Statements. 34.4

L]

20 S

Qur natural gas and electric
power utilities serve a
growing base of 4 million
retail customers and about
1 million others in
deregulated retail markets.

Through it all, we never
got distracted from our
core husinesses.
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Service Areas

Electric Franchise Area
Natural Gas Franchise Area

% Corporate Headquarters
Richmond, Virginia

If I ran a corner grocery store, I'd say our shop
is in the right location. It carries products that
consumers want and need, and it employs great
people who are doing right by their customers.

Our commitment to safety, efficiency, productivity and ethical

behavior remains unchanged.

If I ran a corner grocery store, I'd say our shop is in the right location.
It carries products that consumers want and need, and it employs great people

who are doing right by their customers.

Integrated Resources Stahilize Earnings in Uncertain Times Our product
lines yield revenues from regulated retail natural gas and electric utilities in
Virginia, North Carolina, West Virginia, Ohio and Pennsylvania. In a normal year,

| these franchises produce about 25 percent of our operating segment earnings.

Commercial and large
industrial customers benefit
from our competitively priced
energy created by our effi-

Ry cient production facilities.
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Electric Generation Growth 2002

Megawatts

As of Year End 24,000 23,830

21,867

20,000

16,000

Our natural gas and oil exploration and production also contribute
about 25 percent to operating segment earnings—our biggest stake in unregulat-
ed commodity markets.

About half of operating segment earnings comes from Dominion
Energy, which oversees our gas and electric power transmission systems, energy
marketing, and 24,000 megawatts of electric generation. About 18,000
megawatts are dedicated to Dominion Virginia Power’s 2 million retail cus-
tomers. They are served under a sound restructuring law enacted in 1999 that
caps customer base electric rates until July 2007. The cap provides consumers
with years of rate stability and Dominion with a stable revenue stream that
we can use to improve our business. The balance of our generation is merchant

power serving wholesale customers, most under long-term supply contracts.

Operating Earnings Increase But even in tough times, our integrated assets
are reliable sources of earnings, as our 16 percent increase in 2002 operating

earnings illustraces.

Our commitment
to safety, efficiency,
productivity and
ethical hehavior
remains unchanged.

Revenue by Customer Class

For the Year 2002 For the Year 2002

M Residential 47% M Residential  70%

B Commercial 30% B Commercial 20%

® Industrial  10% B Industrial 6%

Public M Other 4%
Authority  10%
M Resale 3%
Dominion ‘02 Annual Report
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Operating Earnings 2001 2002

Millions of Dollars

Based on Non-GAAP 1,400
Financial Measures.
See page 23.

700

0

Operating Earnings Per Share 12001 2002
Dollars
Based on Non-GAAP 5.0 : 4.83
Financial Measures.
See page 23.

2.5

By classifying these numbers as operating earnings, we show how
much our businesses earned before certain charges, such as restructuring costs.
This provides a useful snapshot for investors interested in ongoing earnings
power. Earnings excluding certain charges are sometimes called “pro-forma”
earnings. If you read the business pages, you saw some companies draw fire for
pushing the pro-forma envelope beyond reasonable bounds. The rule makers are
rightly working to set up more standardized rules. In the meantime, [ see this as
a revealing window on the heart, soul and intent of a corporate management, as
well as its underlying earnings power. Judgments have to be made about how to
characterize revenues and expenses. At Dominion, our internal and external
accountants are fully empowered to speak their minds to me or the audit com-
mittee of our board of directors.

As an investor, you should evaluate companies based not only on
their pro-forma earnings, but also on their reported earnings to the Securities
& Exchange Commission under Generally Accepted Accounting Principles, or
GAAD Our GAAP earnings in 2002 amounted to $4.82 per share, up from

GAAP earnings of $2.15 per share a year earlier. In 2002, our pro-forma and

Dominion ‘02 Annual Report




GAAP earnings almost matched because we had only two adjustments that net-
ted out to a penny a share. When our GAAP and pro-forma earnings are
different, we'll tell you what caused the difference, as we do on page 23.

In 2003, we're targeting operating earnings in the range of $4.60 to
$4.80 per share, slightly lower than 2002. Looking farther out, we expect average
annual operating earnings per share growth of 5 to 7 percent, a lower range than
our previous target of 10 percent. This reflects our industry’s more challenging

outlook.

Swift, Hard Decisions Position Dominion as Industry Leader Flip on any
of the cable business networks and you'll see that cash flows and balance sheets
also have become mainstream business issues. But per-share earnings remains

the most popular way pundits like to separate winners from losers in the stock

Generation: Unit Mix Generation: Fuel Mix

B Baseload 53.0% M Coal 27.8%

M Intermediate 26.3% B Gas/Other 24.3%
B Peaking 20.7% B Nuclear 21.8%
W Purchases 16.4%

| Oil 9.7%

market. So you may wonder why we diluted our earnings by issuing 38 million
new shares in two public offerings to raise $1.7 billion in new equity in 2002.

The answer is that Standard & Poor’s and Moody’s, the agencies that
rate the quality of our debt, toughened their grading system for all players.

Looking at the battered energy industry from their vantage point, I'd probably

In 2003 we’re targeting operating earnings
in the range of $4.60 to $4.80 per share, slightly
lower than 2002.
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Debt to Capitalization

LM ETEIECUOS

el Hlll}t

e cs 2008

Dec. 2002

Percent

Per GAAP 80
Financial Statements.

*The first balance sheet
after our merger with CNG.

** Ratio is reduced to

55.6 percent with inclusion of 60
$500 million held in escrow

at year end for a January 2003

debt repayment.

0

67.0

63.4

60.8

56.4**

Our world-class nuclear opera-
tions are a critical competitive
advantage. Dominion’s North

have done the same. No matter how excited we are about our work, no matter

how bullish we are in the long-term, good leadership is not founded in delusion.

In our case, the agencies wanted us to run our businesses with a more conserva-

tively financed balance sheet.

Fundamental to Dominion’s advantage is our investment-grade rat-

ing—"“BBB-plus”—an asset thar tells lenders what rate to expect on the money

we borrow. This isn't mysterious. Think of it as you would your own household

credit rating. Being able to borrow reasonably priced money when we need it is

critical to our ability to grow revenues and profits. It gives us a competitive

advantage when so many others are falling below investment grade.

Last year, we told you we were working to achieve a 55 percent

debt-to-capital ratio. We're now close to our goal—at 56.4 percent when 2002

ended. We're even closer—55.6 percent—when you count $500 million we had

escrowed for debt repayment in January 2003. Over time, credit-rating agencies

want us to achieve an even lower ratio. We plan to meet this or any other reason-

able goal and sustain your dividend, because our high investment-grade rating is

our target, not a numeric ratio. First, we'll expect to retain more earnings. And

we expect to boost our equity account by more than $160 million annually from

customers and employees who increase their investment in Dominion through

dividend reinvestment, employee-matching stock and direct-stock purchase plans.

Anna Unit 1 and Surry Unit 1
in 2002 were among the top
12 commercial reactors
world-wide as measured by
their capacity factors, accord-
ing to Nucleonics Week, a
division of the McGraw-Hill
Companies. Out of 436
nuclear units reporting, North
Anna Unit 1 and Surry Unit 1
ranked in 9th and 11th place,
respectively.
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We ask you to judge us by how well we invest
our free cash and the cash we raise from issuing
\__/ | securities.

Measure Us by the Quality of Qur Investments However we raise our cash,

we ask you to judge us by how well we invest it. Let’s start with the investment
that generated the most news in 2002:

With demand for natural gas expected to grow at least 20 percent by

the end of the decade, we purchass:d the Cove Point liquefied natural gas (LNG)
facility on the Chesapeake Bay in Maryland for $225 million in cash. Cove Point’s

Jim Cramp, senior LNG assets include an LNG import and storage terminal linked to an 85-mile natural

4 technician at Dominion’s gas pipeline. Think of it as a big warehouse for gas in liquid form.
Cove Point LNG facility,
installs a conduit as part of Already, Cove Point is fully booked. Companies paying to import,

r the reactivation project. . . .
! store and move LNG through Cove Point will have access to high-growth energy

markets throughout the Mid-Atlantic.

Dominion Energy installed

a new crack-resistant vesse!

head on North Anna Unit 2
o a5 the year ended. Based
on the project’s success,
Dominion will accelerate

vessel head replacements at

its remaining three Virginia
reactors and complete

l the work during refueling
outages in 2003.




We completed our purchase
of the Cove Point liquefied
natural gas facility in
southern Maryland in late
2002. When it resumes
operations this year it will
serve important regional
gas markets.




We made environmental
upgrades at our
Chesterfield Power Station
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