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Part |

Except for historical statements and discussions, statenents in this
Form 10-K constitute "forward-|ooking statenents"” within the neaning of the
federal securities laws. These statenents contain managenent's beliefs based
on information currently avail able to managenment and on vari ous assunptions
concerning future events. Forward-|ooking statenents are not a guarantee of
future performance or events. They are subject to a number of uncertainties
and other factors, many of which are outside the Conpany's control
I mportant factors that could cause actual results to differ materially from
those in the forward-1ooking statements herein include risks and
uncertainties relating to delays in obtaining or adverse conditions contai ned
in, related regulatory approvals, changes in econonic conditions,
availability and cost of capital, changes in weather patterns, changes in
| aws, regul ations or regulatory policies, developnents in |egal or public
policy doctrines, population growth rates and denographic patterns, the
potential negative inpact resulting fromthe econonmi ¢ downturn, growth in
demand, sales and capacity to fill demand, unanticipated changes in operating
expenses and capital expenditures, capital market conditions, and other
presently unknown or unforeseen factors. These uncertainties and factors
could cause actual results to differ materially from such statenents. The
Conpany di sclains any intention or obligation to update or revise any
forward-1| ooking statenments, whether as a result of new information, future
events or otherwise. This information is presented solely to provide
additional information to further understand the Conpany's results and
prospects.

Item 1. BUSI NESS

GENERAL

Addi tional information required by this Item other than the information
di scl osed below, is included in the "Managenent's Di scussion and Anal ysis of
Consol idated Results of Operations and Fi nancial Condition" section and the
"Notes to Consolidated Financial Statenents," which are included in Exhibit
13, and is incorporated by reference herein.

Pot omac El ectric Power Conmpany (Pepco or the Conpany) is engaged in
three principal lines of business. These business |ines consist of (1) the
provi sion of regulated electric utility transm ssion and distribution
services in the Washington, D.C. (D.C.) netropolitan area, (2) the managenent
of a diversified financial investnments portfolio and (3) the supply of energy
products and services in conpetitive retail markets. The Conpany's regul ated
electric utility activities are referred to herein as the "Uility" or
"Utility Operations,” and its financial investnments and conpetitive energy
activities are referred to herein as its "Conpetitive Operations.”

Addi tionally, the Conpany has a wholly owned Del aware statutory business
trust, Potomac El ectric Power Conpany Trust |, and a wholly owned Del aware
I nvest nent Hol di ng Conpany, Edi son Capital Reserves Corporation. At
Decenber 31, 2001, the Conpany had 2,449 enpl oyees.

During 2001 the Conpany continued to position its business activities
for the future through the execution of its business plan to respond to the
electric utility industry's transition froma regulatory to a conpetitive
environnment. On February 12, 2001, the Conpany and Conectiv announced t hat
each conpany's board of directors approved an agreenent for a strategic
transacti on whereby the Conpany will acquire Conectiv for a conbination of



cash and stock valued at approximately $2.2 billion. Also during the first
quarter of 2001 the Conpany conpleted its plan to divest its generation
assets when it sold its 9.72 percent interest in a Pennsylvania generating
plant. This sale followed the divestiture of substantially all of the
Conpany's generation assets in Decenmber 2000. Additionally, the Uility's
conprehensive plans to i nplenent customer choice were conpleted on January 1,
2001, when D.C. custoners began to have their choice of electricity
suppliers. Mryland custoners received custoner choice on July 1, 2000.

After the closing of the acquisition of Conectiv, Pepco and Conectiv

wi ||l becone subsidiaries of a new hol ding conpany, to be called Pepco
Hol di ngs, Inc. (fornerly New RC, Inc.). The Utility Operations of the nmerged
conpany will have nore than twi ce the Conpany's current custoner base,
serving nore than 1.8 mllion electric and gas custoners in Maryland, the
District of Colunbia, Virginia, Delaware and New Jersey. The acquisition
will also create an expanded nmarket serving a 10,000 square-mnile service
territory in a growing region with 4 million in population and will deliver
nore than 46,000 gigawatt-hours of electricity annually. The new conpany
will be the largest owner of transm ssion in the Pennsyl vani a/ New

Jersey/ Maryl and power pool (PJM. The conbination, which will be accounted
for as a purchase, has received approval from both conpani es' sharehol ders,
fromthe Pennsylvania and Virginia Public Service Conm ssions, and fromthe
Federal Energy Regul atory Commi ssion. Additionally, the Del aware Public
Servi ce Commi ssion voted on March 19, 2002 to approve the nmerger and
antitrust clearance has been received under the Hart-Scott-Rodino Antitrust

| mprovenents Act. Pending the receipt of various other regul atory approvals,
the transaction is expected to close during the second quarter of 2002. At
Decenber 31, 2001, the Company has deferred approxinmately $11.6 nmillion in
merger acqui sition costs.

[tem 2. PROPERTI ES

During January 2001, the Conpany compl eted the divestiture of
substantially all of its generating assets. Accordingly, at Decenber 31,
2001, the Conpany’s principal assets are used to engage in the transm ssion
and distribution of electric energy in the Washington, D.C. netropolitan
area. These assets include 118 substations, 988 circuit miles of
transm ssion lines, 6 power station switchyards, and approximtely 24,000
circuit mles of 69 KV (and below) distribution lines, including services and
street lighting. Additionally, in Decenber 2000, the Conpany transferred its
Benni ng Road and Buzzard Poi nt generating plants, which were not divested to
M rant Corporation (Mrant), to a wholly owned subsidiary of the Conpany.
These power plants are located in D.C. and have a total installed capacity of
806 negawatts. They are functioning as exenpt whol esal e generators and are
operated and mai ntai ned by Mrant pursuant to an initial three-year contract
with our subsidiary. Additional information is included in the “Mnagenent’s
Di scussi on and Anal ysis of Consolidated Results of Operations and Financia
Condition” section and the “Notes to Consolidated Financial Statenents,”
whi ch are included in Exhibit 13, and is incorporated by reference herein

[tem 3. LEGAL PROCEEDI NGS

The information required by this Itemis included in Note 11 to the
"Notes to Consolidated Financial Statements,” which is included in Exhibit
13, and is incorporated by reference herein



[tem 4. SUBM SSI ON OF MATTERS TO A VOTE OF SECURI TY HOLDERS

None.
Part 1|1

Item 5. MARKET FOR REG STRANT' S COVMON EQUI TY AND RELATED STOCKHOLDER
MATTERS

The foll owing table presents the dividends per share of Common Stock and
the high and |l ow of the daily Commopn Stock transaction prices as reported in
The WAll Street Journal during each period. The New York Stock Exchange is
t he principal market on which the Conmpany's Conmon Stock is traded.

Di vi dends Price Range
Peri od Per Share Hi gh Low
2001
First Quarter . . . . . $. 415 $24. 90 $20. 20
Second Quarter . . . . . 250 23. 84 20. 08
Third Quarter . . . . . . 250 22.78 20. 61
Fourth Quarter . . . . . 250 22.95 20.62
$1. 165
2000:
First Quarter . . . . . $. 415 $27. 69 $19. 06
Second Quarter . . . . . 415 27. 88 20. 94
Third Quarter . . . . . . 415 27. 44 23.63
Fourth Quarter . . . . . 415 25. 56 21.50
$1. 66

The nunber of record holders of Commpn Stock was 55, 343 at March 25, 2002,
and 56, 189 at Decenber 31, 2001

There were 107, 125,976 shares of the Conpany's $1 par value Common St ock
out standi ng at March 25, 2002, and 107,221,176 outstandi ng at Decenber 31
2001. A total of 200 mllion shares is authorized.

On February 12, 2001, the Conpany announced that it would reduce its
annual dividend to $1.00 per share from $1.66 per share, effective with the
June 2001 dividend. In January 2002, a dividend of 25 cents per share was
decl ared payabl e March 29, 2002, to sharehol ders of record of the Conpany's
common stock on March 11, 2002. The Conpany's dividend rate on conmon stock
is determ ned by the Board of Directors and takes into consideration, anong
ot her factors, current and possible future devel opnents which nay affect the
Conpany's incone and cash flows. See Item 7., Managenent's Di scussion and
Anal ysis of Financial Condition and Results of Operations, for additiona
i nformati on.

[tem 6. SELECTED FI NANCI AL DATA

The information required by this Itemis included in the "Sel ected
Consol i dated Fi nanci al Data" section, which is included in Exhibit 13, and is
i ncorporated by reference herein.



Item 7. MANAGEMENT' S DI SCUSSI ON AND ANALYSI' S OF FI NANCI AL CONDI TI ON AND
RESULTS OF OPERATI ONS

The information required by this Itemis included in the "Managenent's
Di scussi on and Anal ysis of Consolidated Results of QOperations and Fi nancia
Condition" section, which is included in Exhibit 13, and is incorporated by
ref erence herein.

Item 7A QUANTI TATI VE AND QUALI TATI VE DI SCLOSURES ABOUT MARKET RI SK

The information required by this Itemis included in the "Managenent's
Di scussi on and Anal ysis of Consolidated Results of Operations and Financia
Condition" section, which is included in Exhibit 13, and is incorporated by
reference herein.

I[tem 8. FI NANCI AL STATEMENTS AND SUPPLEMENTARY DATA

The consolidated financial statenments, together with the report thereon
of Pricewat erhouseCoopers LLP dated January 18, 2002, and suppl enentary data,
are included in Exhibit 13, and is incorporated by reference herein.

[tem 9. CHANGES | N AND DI SAGREEMENTS W TH ACCOUNTANTS ON ACCOUNTI NG AND
FI NANCI AL DI SCLOSURE

None.
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[tem 10. DI RECTORS AND EXECUTI VE OFFI CERS OF THE REG STRANT

Information with regard to the directors and executive officers of the

regi strant as of March 29, 2002 is as foll ows:

Directors
Princi pal Occupati on and Busi ness Di rector
Name and Age Experi ence for Past Five Years Si nce

Edmund B. Cronin, Jr. Since 2000 has been Chairman of the Board, and 1998
Age 64 (a)(c)(d) since 1995 has been President and Chi ef Executive

O ficer of Washington Real Estate |nvestnent

Trust, based in Rockville, Mryland, which owns

i ncome- produci ng real estate in the md-Atlantic

Regi on.
John M Derrick, Jr. See Executive O ficers Bel ow 1994
Age 62 (b)
Terence C. Gol den Chai rman of Bailey Capital Corporation in 1998
Age 57 (a)(c)(e) Washington, D.C. Bailey Capital Corporation is a

private investnment conpany. From 1995 unti

2000, M. Golden was President, Chief Executive

O ficer and a director of Host Marriott

Corporation. He continues to serve as a director

of Host Marriott Corporation. He is also a

di rector of Cousins Properties, Inc., American

Cl assi ¢ Voyages, Inc. and the Morris & Gmendol yn

Cafritz Foundation. He is also Chairman of the

Federal City Counci l
Judith A. MHal e Since 1995 has been President and Chief Operating 1998
Age 55 (a)(d)(e) O ficer of Discovery Comunications, Inc. (DCl),

parent conpany of cable television's Discovery

Channel , which is based in Bethesda, Maryl and.

She is a director of John Hancock Financia

Services, Inc. and Pol o Ral ph Lauren Corporation.
Floretta D. McKenzie Founder and Chai rwonan of The MKenzie G oup, 1988
Age 66 (a)(b)(d) Inc., a District of Colunbia based educati ona

consulting firm Until 2001, Dr. MKenzie was

al so Chief Executive Oficer of The MKenzie

Group, Inc. Dr. MKenzie is a director of

Marriott International, Inc.
Edward F. M tchell Retired Chairman of the Board of the Conpany, a 1980
Age 70 (b)(c)(d) position he held from 1992-1999. He was Chi ef

Executive O ficer from 1989-1997.
Lawr ence C. Nussdorf Since 1998 has been President and Chief Operating 2001

Age 55 (a)(c)(e)

O ficer of Clark Enterprises, Inc., a holding
conpany based in Bethesda, Maryl and, which

i ncludes The Clark Construction G oup, a genera
contracti ng conpany, of which M. Nussdorf has
been Vice President and Treasurer since 1977.



Directors

Name and Age

Peter F. O Malley
Age 63 (c)(d)(e)

Paul i ne A. Schnei der
Age 58 (a)(d)(e)

Dennis R. Waase
Age 58 (b)

A. Thomas Young
Age 63 (a)(b)(e)

(a) M. Cronin is Chairman of the Audit Committee.
Nussdorf and Young,

Princi pal Cccupati on and Busi ness
Experience for Past Five Years

O Counsel to O Mlley, Mles, Nylen & Gl nore,
P.A., a law firm headquartered in Cal verton,
Maryland. M. O Malley currently serves as the
Presi dent of Aberdeen Creek Corp., a privately
hel d conpany engaged in investnent, business
consul ting and devel opnent activities.

M. O Mlley is a director of Legg Mason, Inc.
and FTlI Consulting.

Joi ned the Washington office of the law firm of
Hunton & Wllians in 1985 and has been a partner
there since 1987. In Cctober 2000, Ms. Schneider
was el ected as Chair of the Board of MedStar
Health, Inc., a comunity-based healthcare

organi zation that includes seven major hospitals
in the Washington, D.C./Baltinore area. Al so,
since 1998, she has chaired the Board of The
Access Group, Inc., a not for profit student | oan
provi der headquartered in WI m ngton, Del aware.

See Executive O ficers Bel ow.

Retired Executive Vice President of Lockheed
Martin Corporation. From 1990 until 1995, he was
Presi dent and Chief Operating Oficer of Martin
Marietta Corporation. He is a director of the

B. F. Goodrich Conmpany and Sci ence Applications

I nternational Corporation.

Messrs. Col den,

Ms. McHale, Dr. MKenzie and Ms. Schnei der are

menbers of the Conmittee.

(b) Dr. McKenzie is Chairman of the Executive Conmittee.

Messrs.

Mtchell, Waase and Young are nenbers of the Conmittee.

(c) M. Mtchell
ol den,

is Chairman of the Finance Committee.

Nussdorf, and O Mall ey are nenbers of the Committee.

Messrs. Cronin,

(d) M. OMilley is Chairman of the Corporate Governance Committee.

Messrs. Cronin and Mtchell,

Ms. McHale, Dr. McKenzie and

Ms. Schneider are nmenbers of the Conmttee.

(e) M. Young is Chairman of the Human Resources Committee.
Nussdorf and O Malley and Ms. MHal e and Ms. Schnei der are

ol den,

Messrs.

menbers of the Committee.
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1998

1995



Executive Oficers

Served in
such
position
Nane Posi tion Age si nce
John M Derrick, Jr. Chairmn of the Board and Chi ef
Executive Oficer 62 1999 (1)
Dennis R Waase Presi dent and Chi ef Operating
O ficer and Director 58 2001 (2)
Wlliam T. Torgerson Executive Vice President -
Ext ernal Affairs and General 57 2001 (3)
Counse
Andrew W W 1lians Seni or Vice President and Chi ef
Fi nancial O ficer 52 2001 (4)
WlliamJ. Sim Seni or Vice President - Power
Del i very 57 2001 (5)
Robert C. Grantl ey Group Vice President - Custoner
Care 53 1997 (6)
Kennet h P. Cohn Vi ce President and Chi ef
Information O ficer 54 1999 (7)
Kirk J. Enge Vice President - Legal Services 52 1994
Wlliam R Cee, Jr. Vi ce President - Business 61 1991
Per f ormance and Technol ogy
Ant hony J. Kanerick Vi ce President, Finance,
Treasurer and Conptroller 54 2002 (8)
Beverly L. Perry Vice President - Governnent and
Corporate Affairs 54 1999 (9)
James S. Potts Vice President - Environment 57 1993

None of the above persons has a "family relationship" with any other officer
listed or with any director

The term of office for each of the above persons is fromJuly 26, 2001, unti
t he next succeedi ng Annual Meeting, and until their successors have been
el ected and qualifi ed.

(D M. Derrick was elected to the position of Chairman of the Board on
April 28, 1999 and Chi ef Executive Oficer on Cctober 23, 1997. From
1992 to May 2000, he also served as President and from 1992 to October
1997, he also served as Chief Operating Oficer. M. Derrick is a
di rector of Washington Real Estate |Investnent Trust.
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(2) M. Waase served as President and Chief Financial O ficer from May 9,
2000 to Decenber 31, 2000. He served as Executive Vice President and
Chief Financial Officer fromApril 28, 1999 to May 9, 2000. He served
as Senior Vice President and Chief Financial Oficer fromApril 24,
1996 to April 28, 1999.

(3) M. Torgerson served as Senior Vice President and General Counsel from
April 27, 1994 until Decenber 31, 2000. He served as Secretary from
August 22, 1994 to April 24, 1996.

(4) M. WIlians held the position of G oup Vice President, Transm ssion
and Marketing from 1997 until Decenmber 31, 2000. He held the position
of Vice President, Energy and Market Policy and Devel opnent from 1994
until 1997.

(5) M. Simheld the position of Goup Vice President, Generation from
1997 until Decenber 31, 2000. He held the position of Vice President,
Power Supply and Delivery from 1994 until 1997.

(6) M. Gantley held the position of G oup Vice President, Custoner
Service and Power Distribution from 1997 until Decenber 31, 2000. He
held the position of Vice President, Custoners and Community Rel ations
from 1994 until 1997.

(7) M. Cohn held the position of General Manager, Conputer Services from
March 1, 1997 to April 28, 1999 and Manager - Conputer Services from
May 1, 1987 to March 1, 1997.

(8) M. Kanmerick held the position of Vice President and Treasurer from
April 24, 1994 until January 24, 2002.

(9) Ms. Perry was General Manager - Governnent Relations from March 1,
1997 to April 28, 1999, and Manager - Governnent Relations from May 1,
1994 to 1997.

Section 16(a) Beneficial Omership Reporting Conpliance

The rules of the Securities and Exchange Commi ssion require that the
Conpany disclose any late filing of the reports of stock ownership (and
changes in stock ownership), and any known failure to file these reports, by
its directors and executive officers. Due to an adm nistrative oversight by
the 401(k) plan adnministrator, M. Mtchell, a director of Pepco, omtted to
di sclose on his Form5 filed in February 2001 an exenpt sale of 6,636 shares
of Pepco conmmon stock from his 401(k) plan account. He anended the Form5 in
April 2001 to reflect the transaction. To the best of the Conpany's
know edge, all other filings required to be made by the Conpany's directors
and executive officers were nmade on a tinmely basis in 2001

12



ltem 11. EXECUTI VE COVPENSATI ON

Di rect or Conpensation

Each of the Conpany's non-enpl oyee directors is paid an annual retainer
of $26,000, plus a fee of $1,250 for each Board and Conmittee neeting
attended. Each director who is a Chairman of a Cormittee is paid an
addi tional retainer of $3,500.

The Stock Conpensation Plan for Directors requires each director who is
not an enpl oyee of the Conpany to receive half of his or her $26,000 annua
retainer either (i) in shares of Common Stock or (ii) as a Commopn Stock
equi val ent deferral under the Conpany's Deferred Conpensation Plan, the val ue
of which corresponds to the market price of the Conpany's Common Stock. A
director may elect to receive up to 100% of his or her retai ner and neeting
fees in shares of Conmon Stock or Commopn Stock equival ents. Comon Stock
equivalents are credited with additional amobunts equal to the dividend payout
on the correspondi ng nunber of shares of Common Stock, which amunts are
deened reinvested in additional Conmon Stock equivalents. Commpn Stock
equi val ents have no voting rights. A director alternatively nmay elect to be
paid in cash or to defer under the Deferred Conpensation Plan the portion of
his or her annual retainer and nmeeting fee paynents not required to be
i nvested in Common Stock or Common Stock equival ents. Such deferrals are
credited, at the election of the director, with a return equal to the prine
rate, a return on a specified group of funds or a conbination of both.

Bal ances under the Deferred Conpensation Plan, including Common Stock
equi val ent bal ances, are paid out in cash, in either a lunp sum or
install nents, commencing at a tine selected by the director.

On May 1 of each year, each non-enployee director is granted an option to
purchase 1,000 shares of Common Stock. Each option has an exercise price
equal to the market price of the Compn Stock on the date of grant. Options
granted prior to 2000 becone exercisable at the earlier of (i) four years
after date of grant or (ii) fifty percent upon attainnent of a target price
and the remaining fifty percent upon the attainnent of a higher target price.
Options granted in 2000 and thereafter becone exercisable at the rate of
twenty-five percent on each of the first four anniversaries of the date of
grant. Upon a "change in control," all options becone i medi ately
exercisable. Options expire ten years after the date of grant or at such
earlier date as specified by the Plan in the event of retirenment, death,
disability or after termination of service of the director

The Conpany al so provides directors with travel accident insurance for

Conpany-rel ated travel and directors' and officers' liability insurance
cover age.

13



Executi ve Compensati on

SUMMARY COVPENSATI ON TABLE

Annual Conpensati on Long- Term I ncentive Plan Awards
Nane and Princi pal O her Annual I ncentive Plan Al O her
Posi tion Year Sal ary Bonus Conpensati on Options (#) Payout s Conpensati on
(1 2 (3) (4

John M Derrick, Jr. 2001 $ 640,000 $ 204, 329 $ 26, 701 119, 900 $ 635, 097 $ 61, 480
Chai rman and Chi ef 2000 541, 667 255,171 22,630 119, 900 137, 165 57,528
Executive Officer 1999 516, 667 191, 732 19, 177 0 288, 930 51, 235
Dennis R Waase 2001 $ 423,333 $ 135,156 $ 6, 142 48, 000 $ 283,186 $ 38, 688
President and Chief 2000 366, 667 172,731 5,341 48, 000 95, 924 36, 390
Operating O ficer 1999 335, 000 124, 317 4,644 0 152, 798 37,711
W lliamT. Torgerson 2001 $ 336,667 $ 107, 486 $ 5,158 30, 000 $ 220, 938 $ 31,508
Executive Vice President 2000 298, 667 140, 697 4, 485 30, 000 93, 527 30,014
and General Counsel 1999 281, 667 104, 525 3,900 0 145, 688 26, 359
Andrew W W 1 lians 2001 $ 266,667 $ 85,137 $ 0 30, 000 $ 80, 686 $ 24, 490
Seni or Vice President 2000 237,333 91, 202 0 10, 300 50, 285 23,598
and Chi ef Financial 1999 225, 000 63, 108 0 0 63,074 24,556

O ficer
WlliamJ. Sim 2001 $ 251,667 $ 113, 250 $ 0 30, 000 $ 79, 333 $ 22,732
Seni or Vice President 2000 222,667 86, 182 0 10, 300 48, 481 21, 857
1999 211, 000 59, 181 0 0 60, 938 23, 261

(1) O her Annual Conpensation

Amounts in this colum for each year represent above-nmarket earnings on
deferred conpensati on funded by Pepco-owned life insurance policies held in
trust, assuming the expected retirenent at age 65. The ampunts are reduced
if the executive term nates enpl oynent prior to age 62 for any reason other
than death, total or permanent disability or a change in control of Pepco.
In the event of a change in control and termination of the participant’'s
enpl oynent, a lunp sum paynent will be made equal to the net present val ue
of the expected paynments at age 65 di scounted using the Pension Benefit
Guaranty Corporation i medi ate paynent interest rate plus one-half of one
percent. Pepco has purchased such policies on participating individuals
under a program designed so that if assunptions as to nortality experience,
policy return and other factors are realized, the conpensati on deferred and
the death benefits payable to Pepco under such insurance policies will cover
all prem um paynments and benefit paynments projected under this program plus
a factor for the use of Pepco funds.

(2) Options

Amounts in this columm represent the stock options granted under the
Long- Term I ncentive Plan. The sharehol ders approved the Long-Term | ncentive
Plan in April 1998.

(3) Incentive Plan Payouts

Al amounts in this colum represent the value of vested Comon Stock under
t he Conpany’s Performance Restricted Stock Program The ampunts shown for
2001 consist of 33-1/3% of the Common Stock award fromthe one-year
performance cycl e ended Decenber 31, 1999 (the "One-Year 1999 Cycle"), 33-
1/ 3% of the Common Stock award from the ei ght-nonth performance cycle ended
Decenber 31, 1999 (the "Eight-Mnth 1999 Cycle"), and 100% of the Common

St ock award fromthe three-year cycle ended Decenber 31, 2001 that vested on
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January 1, 2002. The ampunts shown for 2000 consist of 33-1/3% of the Common
Stock award fromthe One-Year 1999 Cycle, 33-1/3%of the Conmopn Stock award
fromthe Eight-Mnth 1999 Cycle, and 50% of the Common Stock award fromthe
performance cycle ended Decenber 31, 1998 (the “1998 Cycle"), that vested on
January 1, 2001. The ampunts shown for 1999 consist of 33-1/3% of the Common
Stock award fromthe Eight-Mnth 1999 Cycle, 50% of the Common Stock award
fromthe 1998 Cycle, and 50% of the Commopn Stock award fromthe performance
cycl e ended Decenber 31, 1997, that vested on January 1, 2000. For 1999,
amounts al so i nclude cash awards under the Perfornmance Share Pl an, which was
applicable to the years 1997 through 1999. The cash anounts awarded for
Messrs. Derrick, Waase, Torgerson, WIllians and Simwere $119, 722, $57, 221
$53, 482, $38, 355 and $37, 940, respectively. The value of the vested Common
St ock was cal cul ated based on the market price of the Conmopn Stock on the
day preceding the vesting date.

(4) Al Oher Conpensation

Amounts in this colum for 2001 consist of (i) Conpany contributions to the
Savings Plan for Exenpt Enployees of $7,900, $7,876, $7,700, $4,128 and
$7,900 for Messrs. Derrick, Waase, Torgerson, WIllians and Sim
respectively, (ii) Conpany contributions to the Executive Deferred
Conpensation Plan due to Internal Revenue Service limtations on nmaxinmm
contributions to the Savings Plan for Exenpt Enpl oyees of $16,830, $10, 257,
$7,500, $6,683 and $2,769 for Messrs. Derrick, Waase, Torgerson, WIIlians
and Sim respectively, (iii) the termlife insurance portion of life
insurance witten on a split-dollar basis of $5,184, $2,972, $2,363, $1, 256
and $1,767 for Messrs. Derrick, Waase, Torgerson, WIllians and Sim
respectively, (iv) the interest on enployer paid premuns for split-dollar
life insurance of $31,566, $17,583, $13,945, $12,423 and $10, 296 for

Messrs. Derrick, Waase, Torgerson, WIllians and Sim respectively. The
split-dollar life insurance contract provides death benefits to the
executive's beneficiaries of approximately three tines the executive’'s
annual salary. The split-dollar programis designed so that, if the
assunptions made as to nortality experience, policy return and other factors
are realized, the Conpany will recover all plan costs, including a factor
for the use of Conpany funds. The split-dollar policy provides a cash
surrender value to each participant in excess of any prem uns paid.
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OPTI ON GRANTS | N LAST FI SCAL YEAR

Individual Gants (1)

Number of Percent of
Securities Tot al
Under | yi ng Opt i ons
Opt i ons Ganted to Exer ci se Gant Date
Grant ed Enpl oyees Price Expi ration Present Val ue
Nane (#) in Fiscal Year ($/Share) Dat e ($) (2
John M Derrick, Jr. 119, 900 31. % $24.59 Decenber 31, 2010 $420, 849
Dennis R Waase 48, 000 12. 8% $24.59 Decenber 31, 2010 $168, 480
WIlliam T. Torgerson 30, 000 8. 0% $24.59 Decenber 31, 2010 $105, 300
Andrew W WIIians 30, 000 8. 0% $24.59 Decenber 31, 2010 $105, 300
WlliamJ. Sim 30, 000 8. 0% $24.59 Decenber 31, 2010 $105, 300

(1) Individual Gants

The exercise price of options is the market price of the Common Stock on the grant date
(January 1, 2001). Twenty-five percent of the options becane exercisable on January 1, 2002. The
remai ning options will beconme exercisable at a rate of twenty-five percent on January 1 of each
year until January 1, 2005.

(2) Gant Date Present Val ue

The values in this colum were determ ned based on the Bl ack-Schol es option pricing nodel and are
calculated at the time of grant. The fol | owi ng assunptions were used in the calculation: (a)
expected price volatility - 17.7% (b) options will be exercised in the tenth year, (c) an
interest rate based upon the corresponding yield of a U S. Treasury note maturing ten years from
the date of grant, (d) dividends at the rate in effect on the date of grant, and (e) no

adj ustnents for transferability. The fact that the Conpany used the Bl ack-Schol es nodel does not
necessarily nean that the Conpany believes or acknow edges that the nodel can accurately
deternine the value of options. The ultimate value of the option, if any, will depend on the
future narket price of the Conpany’s Common Stock and the optionee’s individual investnent

deci sions, neither of which can be predicted with any degree of certainty.

AGGREGATED CPTI ON EXERCI SES | N LAST FI SCAL YEAR (2001)

Nurber of
Shar es
Acqui red Nunber of Shares Underlying Val ue of Unexerci sed
on Val ue Unexer ci sed Options at | n-the-Mney Options at
Exerci se Real i zed End of Fiscal Year End of Fiscal Year (3)
Nane (#) (%) Exerci sabl e Unexercisable Exer ci sabl e Unexerci sabl e

John M Derrick, Jr. 0 0 138, 360 209, 825 0 0
Dennis R Waase 0 0 33, 843 84, 000 0 0
Wl liam T. Torgerson 0 0 29, 343 52, 500 0 0
Andrew W WIIians 0 0 16, 509 37,725 0 0
WlliamJ. Sim 0 0 16, 509 37,725 0 0

(3) Value of Unexercised In-the-Mney Options at End of Fiscal Year

The val ue of unexercised in-the-noney options at Decenber 31, 2001 is cal culated by nultiplying
the nunber of shares by the anount by which the fair narket val ue of the Common Stock on the |ast
tradi ng day of 2001, as reported by the New York Stock Exchange, exceeds the option exercise
price.
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LONG- TERM | NCENTI VE PLAN-
AWARDS | N LAST FI SCAL YEAR

Per f or mance or Estimated Future Payout under Non Stock Price-Based Plans
Ot her Period Until Threshol d Tar get Maxi mum
Mat urati on or Payout Nunber of Shares Nunber of Shares Nunber of Shares
Nane
John M Derrick, Jr. 2002- 2004 0 17,500 35,000
Dennis R Waase 2002- 2004 0 7,000 14, 000
W lliamT. Torgerson 2002- 2004 0 5,000 10, 000
Andrew W W lians 2002- 2004 0 5,000 10, 000
WlliamJ. Sim 2002- 2004 0 5,000 10, 000

Under the Conpany’s Executive Performance Restricted Stock Program
establ i shed under the Conpany’s Long-Term I ncentive Plan executives sel ected
to participate in the Program have the opportunity to receive awards of
Common St ock based on the Conpany's performance over a three-year performance
cycle comencing January 1 of each year. The Program provides for the earning
of Conmobn Stock based on the Conpany’s total stockholder return conpared to
ot her conpanies in a peer group conprised of 20 gas and electric distribution
conpanies. If, during the course of a performance period, a significant event
occurs, as determined in the sole discretion of the Board of Directors, which
the Board of Directors expects to have a substantial effect on tota
shar ehol der perfornmance during the period, the Board of Directors nay revise
such measures.

The preceding table shows the awards nade under the Programin 2001
Each award provides that, follow ng conpletion of the performance period, the
participant will be eligible to earn a nunber of shares of Conmon Stock
ranging fromO0%to 200% of the target performance award to the extent that
the performance objectives are achi eved. The shares of Commobn Stock earned by
a participant will vest imediately on the date that the performance award is
ear ned.
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PENSI ON PLAN TABLE

Average Annual Sal ary Annual Retirenent Benefits
in Final Three Years Years in Plan
of Enpl oynent 15 20 25 30 35 40

$ 250, 000 $ 66, 000 $ 88,000 $109, 000 $131, 000 $153, 000 $175, 000
$ 350,000 $ 92, 000 $123,000 $153, 000 $184, 000 $214, 000 $245, 000
$ 450, 000 $118, 000 $158, 000 $197, 000 $236, 000 $276, 000 $315, 000
$ 550, 000 $144, 000 $193, 000 $241, 000 $289, 000 $337, 000 $385, 000
$ 650, 000 $171, 000 $228, 000 $284, 000 $341, 000 $398, 000 $455, 000
$ 750, 000 $197, 000 $263, 000 $328, 000 $394, 000 $459, 000 $525, 000
$ 850, 000 $223, 000 $298, 000 $372, 000 $446, 000 $521, 000 $595, 000
$ 950, 000 $249, 000 $333, 000 $416, 000 $499, 000 $582, 000 $665, 000
$1, 050, 000 $276, 000 $368, 000 $459, 000 $551, 000 $643, 000 $735, 000

The Conpany’s General Retirement Plan provides participants benefits
after five years of service based on the average salary (the term salary
bei ng equal to the ampunts contained in the Salary colum of the Summary
Conpensation Table) for the final three years of enploynent and years of
credited service under the Plan at tinme of retirement. Normal retirenent
under the Plan is at age 65. Plan benefits are subject to an offset for any
Soci al Security benefits. Benefits under the Plan may be reduced under
certain provisions of the Internal Revenue Code, as anended, and by salary
deferral s under the Conpany’s deferred conpensation plans (other than CODA
contributions made under the Savings Plan). Where any such linitations occur
the Conpany will pay a supplenental retirement benefit to eligible executives
designed to maintain total retirement benefits at a fornula |l evel of the
Plan. In addition, for executives who retire under the ternms of the Genera
Retirement Plan and are at |east 59 years of age, their retirenment benefit
will be calculated on the basis of average salary, plus the average of the
hi ghest three annual incentive awards in the last five consecutive years. The
annual incentive anpbunts are equal to the anpbunts shown in the Bonus col um
of the Sunmary Conpensation Table. The current age, years of credited service
and conpensation used to deternine retirenent benefits (including
suppl enental benefits) for the above-naned officers are as foll ows:

M. Derrick, 62 and 40 years of credit, $783,189; M. Waase, 58 and 32 years
of credit, $519,068; M. Torgerson, 57 and 32 years of credit, $423, 236;

M. WIllianms, 52 and 27 years of credit, $322,816; and M. Sim 57 and 32
years of credit, $314,649. Annual benefits at age 65 (including the effect of
the Social Security offset) are illustrated in the table above.

Enpl oyment Agreements and Severance Agreenents

Messrs. Derrick, Waase and Torgerson each have entered i nto enpl oynent
agreenents with the Conpany that provide for his enploynent through
Decenber 10, 2004, and that automatically extend for successive periods of
five years thereafter unless the Conpany or the executive has given notice
that it shall not be so extended. Each of the enpl oynent agreenents provides

that the executive (i) will receive an annual base salary in an anount not
| ess than his salary in effect as of Decenber 10, 1999, and incentive
conpensation as determ ned by the Board of Directors and (ii) will be

entitled to participate in retirenment and other benefit plans, and receive
fringe benefits on the same basis as other senior executives of the Conpany.

Under each of the enploynment agreenents, the executive is entitled to
certain benefits if his enploynent is term nated prior to the expiration of
the initial termof the agreenent (or as extended) either (i) by the Conpany
other than for cause, death or disability or (ii) by the executive if his
salary is reduced, he is not in good faith considered for incentive awards,
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the Conpany fails to provide himwith retirement benefits and other benefits
provided to simlarly situated executives, he is required to relocate by nore
than 50 miles from Washington, D.C., or he is denoted froma senior
managenent position. These benefits include: (i) a |lunp sum paynent in cash
equal to three times (x) the sum of the executive's highest base salary rate
in effect during the three-year period preceding termnation and (y) the

hi gher of (1) the annual target bonus for the year in which the term nation
of enploynent occurs or (2) the highest annual bonus received by the
executive in any of the three preceding cal endar years and (ii) the
executive's annual cash incentive award for the year preceding termination of
enpl oynment, if not yet paid, and a pro rata portion of the executive's annua
incentive award for the year in which the executive's enploynment term nates.
In addition, any outstanding shares of restricted stock will becone

i medi ately vested, and the executive will be entitled to receive unpaid

sal ary through the date of termination, certain supplenental retirenent
benefits under existing plans of the Conpany, and a continuation of prem um
payments under the Conpany's split-dollar Iife insurance policy. The
agreenents al so provide that each executive is entitled to receive a gross-up
payment equal to the amount of any federal excise taxes inposed upon
conmpensati on payabl e upon term nation and the additional taxes that result
from such paynent.

Messrs. WIlliams and Sim have entered into severance agreenents with the
Conmpany. Each severance agreenent provides for the paynent of severance
benefits to the executive if, within two years following a change in control
which in the case of M. Simincludes a sale of all or substantially all of
the generation assets, of the Conpany, any of the foll ow ng events occur
(i) termnation of the enploynent of the executive by the Conpany (or a
successor conpany), other than for cause, death, disability or voluntary
normal retirenent; (ii) termnation of enploynment by the executive for "good
reason, " defined as the assignnment of duties materially inconsistent with the
executive's duties prior to the change in control or a material reduction or
alteration of his duties, a reduction in the executive's salary or relocation
of the executive by nore than 50 miles; (iii) the failure or refusal by a
successor conpany to assume the Conpany's obligations under the agreenent; or
(iv) a material breach of the agreement by the Conpany (or a successor
conpany). The executive also is entitled to severance benefits upon (i) the
term nation of the executive's enploynent wi thout cause in contenplation of,
but prior to, a change in control or (ii) the occurrence of an event, in
contenplation of, but prior to a change in control, constituting "good
reason” followed by the executive's voluntary term nation of enploynent
within two years after a change in control. The severance benefits consi st
of: (i) an amount equal to two tinmes the executive's annual base salary (in
effect at the time of term nation) and annual bonus (average of annual target
bonuses during the three years prior to termnation) paid in 24 equal nonthly
installnments and (ii) certain welfare benefits for a three-year period after
the date of term nation. The agreenents al so provide that each executive is
entitled to receive a gross-up paynent equal to the anpunt of any federa
exci se taxes inposed upon conpensati on payabl e upon termi nation and the
addi ti onal taxes that result from such paynent.

Conpensation Conmittee Interlocks and Insider Participation

Paul i ne Schneider, a director, is a partner in the law firmof Hunton &
Wllians. Hunton & WIlians rendered | egal services to the Conmpany and its
subsidiaries in 2001 and is expected to render services to the Conpany and
its subsidiaries in 2002.
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[tem 12. SECURITY OANERSHI P OF CERTAI N BENEFI Cl AL OWNERS AND MANAGEMENT

The following table sets forth, as of February 1, 2002, for each
director, the five executive officers named in the Sunmary Conpensation Tabl e
under Item 11 and all directors and officers as a group (i) the number of
shares of Common Stock beneficially owned, (ii) the nunber of shares that
could be acquired within 60 days pursuant to exercise of stock options,

(iii) credited Commpn Stock equivalents and (iv) the total stock-based
hol di ngs. None of such persons beneficially owns shares of any other class
of equity securities of the Conpany. Each of the individuals, as well as al
directors and executive officers as a group, beneficially owned |l ess than 1%
of the Conpany's outstandi ng Cormon Stock. The followi ng table also sets
forth, as of February 1, 2002, the nunber and percentage of shares of Comopn
St ock owned by all persons known by the Conpany to own beneficially 5% or
nore of the Commobn Stock

Common St ock Deferred Tot al
Shares of Acquirabl e Common St ock St ock-Based

Nane of Beneficial Oaner Common St ock Owned (1) Wthin 60 Days (2) Equi val ents (3) Hol di ngs (4)
Ednmund B. Cronin, Jr. 1, 185 1, 250 8, 096 10, 531
John M Derrick, Jr. 60, 656 198, 310 - 258, 966
Terence C. Gol den 1,942 250 7,201 9, 393
Judith A. MHale 7,073 250 - 7,323
Floretta D. MKenzie 3, 340 1, 250 - 4,590
Edward F. Mtchell 42,314 1, 250 2,236 45, 800
Lawrence C. Nussdorf 1, 000 - 573 1,573
Peter F. O Malley 1, 828 1, 250 2,236 5,314
Paul i ne A. Schnei der 1,522 - - 1,522
WlliamJ. Sim 16, 285 26, 584 - 42, 869
W IlliamT. Torgerson 22,829 44,343 - 67,172
Andrew W W1 Iians 25, 839 26,584 - 52,423
Dennis R Waase 33,726 57, 843 - 91, 569
A. Thomas Young 1, 000 1, 250 8, 964 11, 214
Al Directors and

Executive Oficers

as a Group (21 Individuals) 305, 571 405, 023 29, 306 739, 900

Per cent of
Nane and Address Shares of Common St ock
of Beneficial Oaner Common_ St ock Owned (5) Qut st andi ng

Franklin Resources, Inc. 8,621,071 8. 0%

One Franklin Parkway
San Mateo, CA 94403

(1) I'ncludes shares held under the Conpany's Dividend Reinvestnment Plan and
t he Enpl oyee Savings Plan. Also includes shares awarded under the Conpany's
Long-Term Incentive Plan which will vest over tinme.

(2) Consists of Common Stock issuable upon the exercise of stock options.

(3) Consists of Common Stock equival ents acquired under the Directors
Def erred Conpensation Pl an

(4) Consists of the sumof the three precedi ng col ums.

(5) According to a Schedule 13G dated February 1, 2002, filed with the
Securities and Exchange Commission jointly by Franklin Resources, Inc.

Tenpl eton G obal Advisors Limted, a subsidiary of Franklin Resources, Inc.
and Charles B. Johnson and Rupert H. Johnson, Jr., each a principa

shar ehol der of Franklin Resources, Inc., the Commpbn Stock is beneficially
owned by one or nore open or closed-end investnent conpanies or other nmanaged
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accounts that are advised by direct and indirect advisory subsidiaries of
Franklin Resources, Inc. Sole power to vote or to direct the voting of the
Common Stock and to dispose or to direct the disposition of the Conmmon Stock
is as follows: Tenpleton dobal Advisors Limted: 6,417,815; Franklin

Advi sers, Inc.: 2,200,000; and Fiduciary Trust Conpany International:

3, 256.

Item 13. CERTAI N RELATI ONSHI PS AND RELATED TRANSACTI ONS

None.

Part IV

Item 14. EXHI BI TS, FI NANCI AL STATEMENT SCHEDULES, AND REPORTS ON FORM 8- K

(a) Docunents List

1. Fi nanci al Statenments

The foll owi ng docunents are included within this docunent as Exhibit 13
on the pages identified bel ow

Page Reference

Form 10-K
(Exhibit 13)
Consol i dat ed Bal ance Sheets -
December 31, 2001 and 2000 30
Consol i dated Statenents of Earnings -
for the years ended Decenber 31, 2001,
2000 and 1999 29
Consol i dated Statenents of Sharehol ders’
Equity and Conprehensive |Incone - for
t he years ended Decenmber 31, 2001, 2000
and 1999 32
Consol idated Statenents of Cash Fl ows -
for the years ended Decenber 31, 2001,
2000 and 1999 33
Not es to Consolidated Financial Statements 34
Report of Independent Accountants 28
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2. Fi nanci al Statenent Schedul es

Unaudi t ed suppl enentary data entitled "Quarterly Financial Summary
(Unaudited)" is included herein in Exhibit 13 (included in "Notes to
Consol i dated Financial Statenents" as Note 14).

Schedul e I'l (Valuation and Qualifying Accounts) and the Report of
I ndependent Accountants on Consolidated Financial Statenent Schedule are
subm tted pursuant to Item 14(d).

Al l

ot her schedul es are omitted because they are not applicable, or the
required information is presented in the financial statenents.

3. Exhibits required by Securities and Exchange Commi ssion Regul ation S-K
(summari zed bel ow).

Exhi bi t
No. Description of Exhibit Ref erence*
2 Agreenment and Plan of Merger, dated as
of February 9, 2001, anong the
Conmpany, New RC, Inc., and Conectiv . Exh. 2 to Form 8-K, 2/13/01.
3.1 Charter of the Conpany. . Exh. 3.1 to Form 10-K,
3/ 27/ 00.
3.2 By- Laws of the Conpany. Exh. 3.2 to Form 10-K,
3/ 23/ 01.
4 Mort gage and Deed of Trust dated

July 1, 1936, of the Conpany to
The Bank of New York as Successor
Trustee, securing First Mortgage
Bonds of the Conpany, and

Suppl erent al | ndenture dated
July 1, 1936.

Suppl enmental I ndentures, to the
af oresai d Mortgage and Deed of
Trust, dated -

December 1, 1939 and Decenber 10,
1939. . . . . .

August 1, 1940. e
July 15, 1942 and August 10,
1942. e e

August 1, 1942.

Cct ober 15, 1942.
Cct ober 15, 1947.
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Exh. B-4 to First Anendnent,
6/ 19/ 36, to Registration
St at enent No. 2-2232.

Exhs. A & B to Form 8-K,
1/ 3/ 40.
Exh. A to Form 8-K, 9/25/40.

Exh. B-1 to Anendnent No. 2,
8/ 24/ 42, and B-3 to Post-

Ef fecti ve Anendnent,

8/ 31/ 42, to Registration

St at ement No. 2-5032.

Exh. B-4 to Form 8-A,

10/ 8/ 42.

Exh. A to Form 8-K, 12/7/42.
Exh. A to Form 8-K, 12/8/47.



Exhi bi t
No.

Descripti on of Exhibit

4
(cont.)

January 1, 1948 .

December 31, 1948 .

May 1, 1949 .

December 31, 1949 .

May 1, 1950 .

February 15, 1951 .

March 1, 1952 .

February 16, 1953 .

May 15, 1953.

March 15, 1954 and March 15,
1955.

May 16, 1955.
March 15, 1956.
June 1, 1956.
April 1, 1957 .

May 1, 1958 .

December 1, 1958.
May 1, 1959 .

Novenber 16, 1959 .
May 2, 1960 .

Decenmber 1, 1960 and April 3,
1961. Ce e e
May 1, 1962 .
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Ref er ence*

Exh. 7-B to Post-Effective
Amendnent No. 2, 1/28/48, to
Regi stration Statenent

No. 2-7349.

Exh. A-2 to Form 10-K,

4/ 13/ 49.

Exh. 7-B to Post-Effective
Amendnment No. 1, 5/10/49, to
Regi strati on Statenment

No. 2-7948.

Exh. (a)-1 to Form 8-K,

2/ 8/ 50.

Exh. 7-B to Anendnent No. 2,
5/8/ 50, to Registration

St at ement No. 2-8430.

Exh. (a) to Form 8-K,

3/9/51.

Exh. 4-C to Post-Effective
Amendnment No. 1, 3/12/52, to
Regi stration Statenent No.
2-9435.

Exh. (a)-1 to Form 8-K,

3/ 5/ 53.

Exh. 4-C to Post-Effective
Amendnment No. 1, 5/26/53, to
Regi strati on Statenment

No. 2-10246.

Exh. 4-B to Registration
Statenment No. 2-11627,

5/ 2/ 55.

Exh. A to Form 8-K, 7/6/55.
Exh. C to Form 10-K, 4/4/56.
Exh. A to Form 8-K, 7/2/56.
Exh. 4-B to Registration
Statenment No. 2-13884,

2/ 5/ 58.

Exh. 2-B to Registration
Statenment No. 2-14518,

11/ 10/ 58.

Exh. A to Form 8-K, 1/2/509.
Exh. 4-B to Amendnent No. 1,
5/13/ 59, to Registration

St atenment No. 2-15027.

Exh. A to Form 8-K, 1/4/60.
Exh. 2-B to Registration
Statenment No. 2-17286,

11/ 9/ 60.

Exh. A-1 to Form 10-K,

4/ 24/ 61.

Exh. 2-B to Registration

St atenment No. 2-21037,

1/ 25/ 63.



Exhi bi t
No.

Descripti on of Exhibit

4
(cont.)

February 15, 1963 .

May 1, 1963

April 23, 1964.

May 15, 1964.
May 3, 1965 .

April 1, 1966 .
June 1, 1966.

April 28, 1967.

May 1, 1967 .
July 3, 1967.

February 15, 1968 .

May 1, 1968

March 15, 1969.

June 16, 1969 .

February 15, 1970 .

May 15, 1970.

August 15, 1970 .

Sept enber 1, 1971 .

Sept enber 15, 1972.

April 1, 1973 .
January 2, 1974 .
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Ref er ence*
Exh. A to Form 8-K, 3/4/63.

Exh. 4-B to Registration
Statenment No. 2-21961,

12/ 19/ 63.

Exh. 2-B to Registration
Statement No. 2-22344,

4/ 24/ 64.

Exh. A to Form 8-K, 6/2/64.
Exh. 2-B to Registration
St at ement No. 2-24655,

3/ 16/ 66.

Exh. A to Form 10-K,

4/ 21/ 66.

Exh. 1 to Form 10-K,

4/ 11/ 67.

Exh. 2-B to Post-Effective
Amendment No. 1 to

Regi stration Statenent No.
2-26356, 5/3/67.

Exh. A to Form 8-K, 6/1/67.
Exh. 2-B to Registration
St at ement No. 2-28080,

1/ 25/ 68.

Exh. 1l1-1 to Form 8-K,

3/ 7/ 68.

Exh. 2-B to Registration
St atement No. 2-31896,

2/ 28/ 69.

Exh. A-2 to Form 8-K,

4/ 8/ 69.

Exh. 2-B to Registration
St at ement No. 2-36094,

1/ 27/ 70.

Exh. A-2 to Form 8-K,
3/9/70.

Exh. 2-B to Registration
St at ement No. 2-38038,
7127/ 70.

Exh. 2-D to Registration
St at ement No. 2-38038,
7127/ 70.

Exh. 2-C to Registration
St at ement No. 2-45591,

9/ 1/ 72.

Exh. 2-E to Registration
St at ement No. 2-45591,

9/ 1/ 72.

Exh. A to Form 8-K, 5/9/73.
Exh. 2-D to Registration
Statement No. 2-49803,

12/ 5/ 73.



Exhi bi t
No.

Descripti on of Exhibit

4.
(cont.)

August 15, 1974 .

June 15, 1977 .
July 1, 1979.
June 16, 1981 .
June 17, 1981 .
Decenber 1, 1981.
August 1, 1982.
Oct ober 1, 1982 .
April 15, 1983.
Novenber 1, 1985.
March 1, 1986 .
Novenber 1, 1986.

March 1, 1987 .

Sept enber 16, 1987.

May 1, 1989 .

August 1, 1989.
April 5, 1990 .
May 21, 1991.

May 7, 1992 .

Septenber 1, 1992 .

Novenber 1, 1992.
March 1, 1993 .
March 2, 1993 .

July 1, 1993.
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Ref er ence*

Exhs. 2-G and 2-H to
Amendnent No. 1 to

Regi stration Statenment No.
2-51698, 8/14/74.

Exh. 4-A to Form 10-K,

3/ 19/ 81.

Exh. 4-B to Form 10-K,

3/ 19/ 81.

Exh. 4-A to Form 10-K,

3/ 19/ 82.

Exh. 2 to Anendnent No. 1,
6/ 18/ 81, to Form 8-A.
Exh. 4-C to Form 10-K,

3/ 19/ 82.

Exh. 4-C to Amendnent No. 1
to Registration Statenment
No. 2-78731, 8/17/82.
Exh. 4 to Form 8-K, 11/8/82.
Exh. 4 to Form 10-K,

3/ 23/ 84.

Exh. 2-B to Form 8- A,

11/ 1/ 85.

Exh. 4 to Form 10-K,

3/ 28/ 86.

Exh. 2-B to Form 8- A,

11/ 5/ 86.

Exh. 2-B to Form 8-A,

3/ 2/ 87.

Exh. 4-B to Registration
St atement No. 33-18229,
10/ 30/ 87.

Exh. 4-C to Registration
St at ement No. 33-29382,
6/ 16/ 89.

Exh. 4 to Form 10-K,

3/ 23/ 90.

Exh. 4 to Form 10-K,

3/ 29/ 91.

Exh. 4 to Form 10-K,

3/ 27/ 92.

Exh. 4 to Form 10-K,

3/ 26/ 93.

Exh. 4 to Form 10-K,

3/ 26/ 93.

Exh. 4 to Form 10-K,

3/ 26/ 93.

Exh. 4 to Form 10-K,

3/ 26/ 93.

Exh. 4 to Form 10-K,

3/ 26/ 93.

Exh. 4.4 to Registration
St at ement No. 33-49973,
8/ 11/ 93.



Exhi bi t
No.

Descripti on of Exhibit

4
(cont.)

4- A

August 20, 1993 .

Sept enber 29, 1993.

Sept enber 30, 1993.

Cct ober 1, 1993 .

February 10, 1994 .

February 11, 1994 .

March 10, 1995.

Sept enber 6, 1995 .

Septenber 7, 1995 .

Cct ober 2, 1997 .

March 17, 1999.

I ndenture, dated as of July 28, 1989,
bet ween the Conmpany and The Bank of
New York, Trustee, with respect to
t he Conpany's Medi um Term Not e
Program .
Certificate of Trust of

Pot omac El ectric Power Conpany
Trust | e
Form of Amended and Restated

Decl arati on of Trust of Potonac

El ectric Power Conpany Trust 1.

Form of Preferred Security.

Form of I ndenture .

Form of First Suppl enmental |ndenture
to be used in providing for the

i ssuance of 7-3/8% Juni or Subordi nat ed
Def errabl e | nterest Debentures due
2038 .
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Ref er ence*

Exh. 4.4 to Registration
Statenment No. 33-50377,
9/ 23/ 93.

Exh. 4 to Form 10-K,

3/ 25/ 94.

Exh. 4 to Form 10-K,

3/ 25/ 94.

Exh. 4 to Form 10-K,

3/ 25/ 94.

Exh. 4 to Form 10-K,

3/ 25/ 94.

Exh. 4 to Form 10-K,

3/ 25/ 94.

Exh. 4.3 to Registration
St at ement No. 61379,

7/ 28/ 95.

Exh. 4 to Form 10-K, 4/1/96.
Exh. 4 to Form 10-K, 4/1/96.
Exh. 4 to Form 10-K,

3/ 26/ 98.

Exh. 4 to Form 10-K,

3/ 27/ 00.

Exh. 4 to Form 8-K, 6/21/90.

Exh. 4.1 to Registration
Statement No. 333-51241,
4/ 2/ 98.

Exh. 4.3 to Anendnent No. 1
to Registration Statenment
No. 333-51241, 5/7/98.

Included in Exhibit A-1 to
Exh. 4.3 to Anendnent No. 1
to Registration Statenment
No. 333-51241, 5/7/98.

Exh. 4.4 to Anendnent No. 1
to Registration Statenment
No. 333-51241, 5/7/98.

Exh. 4.5 to Anendnent No. 1
to Registration Statenent
No. 333-51241, 5/7/98.



Exhi bi t
No.

Descripti on of Exhibit

4-B. 6

10

10.

10.

10.

10.

10.

10.

10.

10.

10.

10.

10.

10.

10

11

12

Form of 7-3/8% Juni or
Subor di nat ed Deferrabl e
I nt erest Debentures

due 2038 .

Form of Preferred
Securities Guarantee
Agr eenent .

Agreenment, effective Decenber 8,
bet ween the Conpany and the

I nternational Brotherhood of

El ectrical Wrkers (Local Union
No. 1900).

Enmpl oyment Agreemnent of
John M Derrick, Jr.**,

Enpl oynment Agr eenent of
Dennis R Waase**.

Enmpl oynment Agreenent of
WIlliam T. Torgerson**,

Severance Agreement of
Robert C. Grantley**.

Sever ance Agreenent of
WlliamJ. Sinf*

Sever ance Agreenent of
Andrew W W1 Ilians**

Severance Agreement of
Kenneth P. Cohn**

Sever ance Agreenent of
Kirk J. Enge**

Sever ance Agreenent of
Wlliam R Gee**

Severance Agreement of
Ant hony J. Kanerick**

Sever ance Agreenent of
Beverly L. Perry**

Severance Agreenment of
Janes S. Potts**
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Ref er ence*

Included in Exh. 4.5 to
Amendnent No. 1 to

Regi stration Statenment No.
333-51241, 5/7/98.

Exh. 4.8 to Anendnent No. 1
to Registration Statenment
No. 333-51241, 5/7/98.

Exh. 10 to Form 10-K,
3/ 26/ 99.

Exh. 10.1 to Form 10-K,
3/ 27/ 00.

Exh. 10.2 to Form 10-K,
3/ 27/ 00.

Exh. 10.3 to Form 10-K,
3/ 27/ 00.

Exh. 10.4 to Form 10-K,
3/ 27/ 00.

Exh. 10.5 to Form 10-K,
3/ 27/ 00.

Exh. 10.6 to Form 10-K,
3/ 27/ 00.

Exh. 10.8 to Form 10-K,
3/ 27/ 00.

Exh. 10.9 to Form 10-K,
3/ 27/ 00.

Exh. 10.11 to Form 10-K,
3/ 27/ 00.

Exh. 10.12 to Form 10-K,
3/ 27/ 00.

Exh. 10.13 to Form 10-K,
3/ 27/ 00.

Exh. 10.14 to Form 10-K,
3/ 27/ 00.



Exhi bi t
No.

Descripti on of Exhibit

10.

10.

10.

10.

10.

10.

10.

10.

11

12

13

21

13

14

15

16

17

18

19

20

1999 CGeneral Menorandum of
Under st andi ng, dated Decenber 8, 1998
bet ween the Conpany and the

I nt ernational Brotherhood of

El ectrical Wrkers (Local Union

No. 1900)

Pot omac El ectric Power Conpany Long-
Term I ncentive Plan** e

2001 General Menorandum of
Under st andi ng, dated August 14, 2001,
bet ween the Conpany and Local 1900 of
the International Brotherhood of

El ectrical Workers.

Asset Purchase and Sal e Agreenent for
Generating Plants and Rel ated Assets
by and between Potomac El ectric Power
Conpany and Sout hern Energy, Inc.
dated June 7, 2000, including Exhibits
A through M.

Amendment No. 1, dated Septenber 18,
2000 to Asset Purchase and Sale
Agreenent for Generating Plants and
Rel at ed Assets by and between Potonmac
El ectric Power Conpany and Sout hern
Energy, Inc., dated June 7, 2000,

i ncludi ng Exhibits A-1, A-2 and A-3.

Amendrment No. 2, dated Decenber 19,
2000, to Asset Purchase and Sal e
Agreenment for Generating Plants and
Rel at ed Assets by and between Potonmac
El ectric Power Conpany and Sout hern
Energy, Inc., dated June 7, 2000

Transition Power Agreenment -- District
of Col unbi a.

Transiti on Power Agreement --
Mar yl and.

Statements Re. Conputation of
Ear ni ngs Per Common Share .

St atenents Re. Conmputation of
Rat i os.

Fi nancial Information Section of
Annual Report

Subsi di ari es of the Registrant.
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Ref er ence*

Exh. 10.2 to Form 10-K,
3/ 26/ 99.

Exh. 4 to Form S-8, 6/12/98.

Exh. 10 to Form 10-Q
11/9/01.

Exh. 10 to Form 8-K,
6/ 13/ 00.

Exh. 10.1 to Form 8-K,
12/ 19/ 00.

Exh. 10.2 to Form 8-K,
12/ 19/ 00.

Exh. 10.3 to Form 8-K,
12/ 19/ 00.

Exh. 10.4 to Form 8-K,
12/ 19/ 00.
Filed herewith.

Fil ed herew th.

Fil ed herew th.

Filed herewith.



Exhi bi t
No. Descri ption of Exhibit Ref er ence*

23 Consent of |ndependent Accountants. . Filed herewth.

*The exhibits referred to in this colum by specific designations and date
have heretofore been filed with the Securities and Exchange Commi ssi on
under such designations and are hereby incorporated herein by reference.
The Forms 8-A, 8-K and 10-K referred to were filed by the Conpany under the
Commi ssion's File No. 1-1072 and the Registration Statenments referred to
are registration statenents of the Conpany.

**Managenent contract or conpensatory plan or arrangenent.

(b) Reports on Form 8-K

A Current Report on Form 8-K was filed by the Conpany on Cctober 26,
2001, which included the Conpany’s Press Rel ease dated October 25, 2001. The
items reported on such Form 8-K were Item 5. (Other Events) and Item 7
(Financial Statenents and Exhibits). A Current Report on Form 8-K was filed
by the Conpany on Decenber 21, 2001, which disclosed an aircraft inpairnent
write-off and Enron investnent wite-off by Potonac Capital |nvestnent Corp.
a wholly owned subsidiary of the Conpany. The itemreported on such Form 8-K
was Item 5. (Other Events).

Schedul e 11 Val uation and Qualifying Accounts
Col. A Col. B Col. C Col. D Col. E
Addi ti ons
Bal ance at Charged to Charged to Bal ance
Begi nni ng Costs and Q her at End
Description of Period Expenses Accounts (a) Deductions(b) of Period

(Mllions of Dollars)

Year Ended Decenber 31, 2001
Al l owance for uncollectible

accounts -custoner and
ot her accounts receivabl e $9.1 $14.5 $1.3 ($7.7) $17.2

Year Ended Decenber 31,

2000 Al | owance for

uncol | ectible accounts -

cust orer and ot her

accounts receivabl e $8.0 $ 8.0 $1.5 ($ 8.4) $9.1

Year Ended Decenber 31,

1999 Al |l owance for

uncol l ectible accounts -

cust oner and ot her

accounts receivabl e $7.7 $ 8.0 $1.0 ($ 8.7) $8.0

(a) Collection of accounts previously witten off.
(b) Uncollectible accounts witten off.

29



(c) Exhibit 11 Statenents Re. Conmputation of Earnings Per Conmon Share

The information required by this Exhibit is included in Note 10 of the
"Notes to Consolidated Financial Statenents,” which is included in Exhibit
13.

Exhibit 12 Statenents Re: Conputation of Ratios

The conputations of the coverage of fixed charges before inconme taxes, and
the coverage of conbined fixed charges and preferred dividends for each of
the years 2001 through 1997, on a consolidated basis, are as follows:

For the Year Ended Decenber 31,

2001 2000 1999 1998 1997

(Dol lar Amounts in MIIions)

Net i ncone $192. 3 $369. 1 $256. 7 $234.8 $179.8
Taxes based on i ncone 83.5 341.2 114.5 122.3 65. 6
I ncome before taxes 275.8 710. 3 371.2 357.1 245. 4

Fi xed char ges:

I nterest charges 166. 4 230.7 208.7 208. 6 216.1
Interest factor in rentals 23.8 23.6 23.8 24.0 23.7
Total fixed charges 190. 2 254.3 232.5 232.6 239.8
Conpetitive operations capitalized interest (2.7) (3.9 (1.8) (0.6) (0.5)
I ncome before incone taxes and fixed charges $463.3 $960. 7 $601. 9 $589. 1 $484. 7
Cover age of fixed charges 2.44 3.78 2.59 2.53 2.02

Preferred dividend requirenents, including

redenption prem um $5.0 $5.5 $8.9 $18.0 $16.5
Rati o of pre-tax incone to net income 1.43 1.92 1.45 1.52 1.36
Preferred dividend factor $7.2 $10.6 $12.9 $27. 4 $22. 4
Total fixed charges and preferred divi dends $197. 4 $264.9 $245. 4 $260. 0 $262. 2

Coverage of conbined fixed charges and
preferred dividends 2.35 3.63 2.45 2.27 1.85
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Exhibit 12 Statements Re: Conputation of Ratios, continued

The conputations of the coverage of fixed charges before incone taxes,
the coverage of conbined fixed charges and preferred dividends for

and
each of

the years 2001 through 1997, on the basis of parent company operations only,

are as foll ows:

Net incone

Taxes based on i ncone

I ncone before taxes

Fi xed charges

I nterest charges

Interest factor in rentals

Total fixed charges

nconme before incone taxes and fixed charges

Coverage of fixed charges

Preferred dividend requirenents, including

redenpti on prem um

Ratio of pre-tax income to net incone

Preferred dividend factor

Total fixed charges and preferred dividends

Coverage of comnbined fixed charges and
preferred dividends

For the Year Ended Decenber 31

2001 2000 1999 1998 1997
(Dol lar Amounts in MIIions)

$194. 2 $348.9 $228.0 $211.2 $164.7
130.9 352.9 142.6 131.0 97.5
325.1 701.8 370.6 342.2 262.2
112.5 170.1 156.1 151. 8 146.7
23.4 23.2 23.4 23.8 23.6
135.9 193.3 179.5 175.6 170. 3

$461.0 $895. 1 $550. 1 $517.8 $432.5
3.39 4.63 3.06 2.95 2.54
$5.0 $5.5 $8. 9 $18. 0 $16. 5
1.67 2.01 1.63 1.62 1.59
$8.4 $11.1 $14.5 $29. 2 $26. 2

$144.3 $204. 4 $194.0 $204. 8 $196.5
3.20 4.38 2.84 2.53 2.20
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Exhi bit 21 Subsi di ari es of the Registrant

Juri sdiction of

Name I ncor poration
Aircraft International Managenment Conpany Del awar e
Aircraft Leasing Associates, LP Del awar e
Aneri can Energy Corporation Del awar e
AMP Fundi ng, LLC Del awar e
BCR- BT Ventures Del awar e
Edi son Capital Reserves Corporation Del awar e
Edi son Pl ace, LLC Del awar e
El ectro Ecol ogy, Inc. New Yor k
Energy and Tel ecomruni cati on Services, LLC Del awar e
Engi neered Services, Inc. Del awar e
Friendly Skies, Inc. U.S. Virgin |Islands
&&L Mechani cal Services, Inc. Del awar e
Har mans Bui | di ng Associ ates Mar yl and
KJC Consul ti ng Conpany California
KJC Operati ng Conpany California
Kramer Junction Conpany California
Li npro Harmans Land LTD Partnership Maryl and
Luz Sol ar Partners, Ltd., I1I California
Luz Sol ar Partners, Ltd., IV California
Luz Sol ar Partners, Ltd., V California
Luz Solar Partners, Ltd., WV California
Luz Sol ar Partners, Ltd., VII California
Met El ectrical Testing Conpany, Inc. Del awar e
M crocel | Corporation North Carolina
PCI Air Management Corporation Nevada

PCl Air Management Partners, LLC Del awar e
PCl Energy Corporation Del awar e
PCl Engi ne Trading, Ltd. Ber muda
PCI Ever, Inc. Del awar e
PCl Hol di ngs, Inc. Del awar e
PCl Net herl ands Corporation Nevada

PClI Nevada | nvestnments Del awar e
PCI Queensl and Cor poration Nevada
PCl - BT I nvesting, LLC Del awar e
PCl - BT Vent ures Del awar e
Pepco Buil ding Services, Inc. Del awar e
Pepco Communi cations, Inc. Del awar e
Pepco Communi cations, LLC Del awar e
Pepco Energy Services, Inc. Del awar e
Pepco Enterprises, Inc. Del awar e
Pepco Technol ogi es, LLC Del awar e
PES Home Services of Virginia Virginia
POM Hol di ngs, Inc. Del awar e
Pot omac Aircraft Leasing Corporation Nevada

Pot omac Capital Investnent Corporation Del awar e
Pot omac Capital Joint Leasing Corporation Del awar e
Pot omac Capital Markets Corporation Del awar e
Pot omac Del aware Leasi ng Corporation Del awar e
Pot omac El ectric Power Conpany Trust | Del awar e
Pot omac Equi pnent Leasi ng Corporation Nevada

Pot omac Har mans Cor poration Maryl and
Pot omac Leasi ng Associ ates, LP Del awar e
Pot omac Nevada Cor porati on Nevada
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Exhi bit 21 Subsi di ari es of the Regi strant,

Cont i nued

Nane

Pot omac Nevada | nvestnent, Inc.
Pot omac Nevada Leasi ng Corporation
Pot omac Power Resources, |nc.

RAMP | nvest nments, LLC

Seaboard Mechani cal Services, Inc.
Severn Cable, LLC

Severn Construction, LLC

St ar power Communi cati ons, LLC
Subst ati on Test Conpany, Inc.

Tri gen- Pepco Energy Services, LLC
Uni tenp, Inc.

Vi ron/ Pepco Services Partnership
W A. Chester Corporation

W A. Chester, LLC
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Juri sdiction of
I ncor poration

Nevada

Nevada

Del awar e
Del awar e
Del awar e
Del awar e
Del awar e
Del awar e
Del awar e
Di strict
Del awar e
Del awar e
Del awar e
Del awar e

of Col unbi a



Exhi bit 23 Consent of |ndependent Accountants

We hereby consent to the incorporation by reference in the Registration
Statements on Fornms S-8 (Nunbers 33-36798, 33-53685 and 33-54197) and the
Regi stration Statenments on Fornms S-3 (Nunbers 33-58810, 33-61379, 333-33495
and 333-66127) of Potomac El ectric Power Conpany and in the Registration
Statenent on Form S-4 (Nunmber 333-57042) of Pepco Hol dings, Inc. (fornmerly
New RC, Inc.) of our report dated January 18, 2002 relating to the financia
statements whi ch appear in the Annual Report to Sharehol ders, which is

i ncorporated in the Annual Report on Form 10-K. We also consent to the

i ncorporation by reference of our report dated January 18, 2002, relating
to the Consolidated Financial Statenent Schedul e, which appears in this
Form 10- K.

PRI CEWATERHOUSECOOPERS LLP
Washi ngton, D.C.
March 29, 2002
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Report of | ndependent Accountants on Consolidated Financial Statenent
Schedul e

To the Board of Directors of
Pot omac El ectric Power Conpany

Qur audits of the consolidated financial statements referred to in our report
dated January 18, 2002 appearing in the 2001 Annual Report to sharehol ders of
Pot omac El ectric Power Conpany (which report and consolidated financia
statenents are incorporated by reference in this Annual Report on Form 10-K)
al so included an audit of the consolidated financial statenent

schedule listed in Item14(a)2 of this Form10-K. In our opinion, this
consol idated financial statenent schedule presents fairly, in all materia
respects, the infornation set forth therein when read in conjunction with the
rel ated consolidated financial statenents.

PRI CEWATERHOUSECOOPERS LLP
Washi ngton, D.C.
January 18, 2002
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Pursuant to the requirenments of Section 13 or
has duly caused this report to be signed

Exchange Act of 1934, the registrant
on its behalf by the undersigned,

Washi ngt on,

thereunto duly authorized,
District of Colunbia, on the 29'" day of March, 2002.

SI GNATURES

15(d) of the Securities

in the City of

POTOVAC ELECTRI C PONER COMPANY

By

Pursuant to the requirenents of the Securities Exchange Act
has been signed bel ow by the follow ng persons on behalf of the
and in the capacities and on the dates indicated:

this report
regi strant

Si ghat ure
(i) Princi pal Executive Oficers

John M Derrick
(John M Derri ck,

Jr.)

D. R Waase
(Dennis R Waase)

(ii), Principal Financial Oficer
(iii) Principal Accounting Oficer
AL W WIlians
(Andrew W W I 1ians)
(iv) Di rectors:

Ednmund B. Cronin, Jr.
(Ednmund B. Cronin, Jr.)

T. C. Golden
(Terence C. Col den)

(Regi strant)

John M Derrick
(John M Derrick, Jr.,
Chai rman of the Board and
Chi ef Executive O ficer)

of 1934,

Title Dat e

Chai rman of the Board
and Chi ef Executive
O ficer

Pr esi dent, Chi ef
Operating Oficer
and Director

Seni or Vi ce President
and Chi ef Financi al
O ficer

Di rect or

Di rector

March 29, 2002
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Si ghat ure Title Dat e

(iv) Directors (cont.):

Judith A. MHal e Di rect or
(Judith A MHal e)

Floretta D. MKenzie Di rector
(Floretta D. MKenzie)

Edward F. M tchell Di rect or
(Edward F. Mtchell)

Lawr ence C. Nussdor f Di rector
(Lawr ence C. Nussdorf)

Peter F. O Mall ey Director
(Peter F. O Malley)

Paul i ne A. Schnei der Di rector
(Pauline A. Schnei der)

A. T. Young Di rector
(A. Thonmas Young)

March 29, 2002
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