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DonmiNieoN EAST OHIO

SCHEDULE: S$-4.1, MANAGEMENT POLICIES, PRACTICES, AND ORGANIZATION

1. Introduction

Dominion Resources Inc. ("Dominion”), the parent company of the East Ghio Gas
Company d/bfa Dominion East Ohio ("DEQ”), is one of the nation's largest producers of
energy, with the largest BTU production capability among integrated utilities in the
northeast quadrant of the United States. The company has a power generation portfolio
of more than 28,000 megawatts as well as 7,800 miles of interstate natural gas pipeline
with more than 650 billion cubic feet of annual natural gas throughput and a delivery
capability of 6.3 billion cubic feet per day. In addition, the company operates the
nation’s largaest underground natural gas storage system, with about 979 billion cubic
feet of storage capacity. Dominion serves retail energy customers in nine states.

In 2000, Dominion purchased Consolidated Natural Gas (“CNG"), then the direct
parent of DEO. This transaction made Dominion one of the largest electric and gas
utilities in the United States with more than 4 million customers. Dominion’s regulated
gas distribution subsidiaries serve approximately 1.7 million residential, commercial and
industrial gas sales and transportation customer accounts in Ohio, Pennsylvania and
West Virginia and its nonreguiated retail energy marketing businesses serve
approximately 1.5 million residential, small commercial and industrial customer
accounts in the Northeast, Mid-Atlantic and Midwest regions of the Uniied States. The
company also operates an interstate gas transmission pipeline, underground natural
gas storage system, gathering and extraction facilities in the Northeast, Mid-Atlantic and
Midwest states, and a liquefied natural gas (LNG) import and storage facility in
Maryland. Its producer services operations involve the aggregation of natural gas
supply and related wholesale activities.

DEOQ is hased in Cleveland, is the largest gas distribution subsidiary of Dominion,
and is one of Ohio’s largest natural gas distribution companies. DEQO serves more than
1.2 million residential, commercial, and industrial customers in approximately 400
eastern and western Ohio communities. DEO operates more than 18,000 miles of
natural gas transmission, distribution and gathering lines in a service area covering
more than 4,700 square miles.

2. Policies, Goals, and Strategic Planning

Senior management is responsible for setting policies, goals, and long-term
strategies. Management considers numerous interests in setting company-wide policy.
The Board and management recognize that the company’s interests are advanced by
responsibly addressing the concerns of numerous constituencies, including employees,
customers, regulators, and the communities in which Dominion operates.

COI-1374431v2
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Dominion believes that the company's success must be founded on four pillars:
Safety; Ethics; Excellence; and One Dominion.

Safety. Safety is a critical component of Dominion's corporate culture. This
culture fosters the proper environment for safe service to its customers. With the
introducticn of analytical tools drawn from Dominion's Six Sigma program, accident-
prevention initiatives reduced injuries in the gas and electric businesses by 35 percent
in 2006 and 60 percent since 2004. During the same period, the severity of injuries has
dropped by 64 percent.

Ethics: Dominion instructs its employees that it is committed to conducting its
business in accordance with the law, applicable standards of conduct and high ethical
values. In so doing, Dominion provides a framework to promote ethical behavior and
deter and detect wrongdoing. It does this by providing training on policies and
procedures. It also encourages and furthers familiarization with applicable laws.
Dominion also has instituted reporting mechanisms for misconduct.

Excellenca: In everything that it does, Dominion strives for excellence, and
encourages each of its constituent members to do likewise. One means by which
Dominion encourages individual excellence is through its Annual Incentive Plan, in
which each eligible member of Dominion, from the highest echelon to the rank and file,
may participate. The AIP program ties compensation to performance, provides a
tangible benefit, and incentivizes excellence.

“One Dominion™ In a complex organization like Dominian, the importance of
teamwork cannot be overstated. Therefore, Dominion pursues a guiding principle calied
“COne Dominion.” This commitment to unity within the company is implemented or
revealed in a number of ways:

+ Effective teamwork and collaboration across functional lines within a company
or organization

« Effective teamwork and collaboration within all applicable standards of
conduct and affiliate interest rules across company or organizational lines

« Corporate-wide implementation of Six Sigma, a fact-based analytical

methodology used to achieve and sustain continuous improvements to
Dominion's business processeas

« Corporate-wide capital review and allocation process to maximize Dominion's
return on invested capital

3. Organizational structure

Dominion is a fully integrated gas and electric holding company headquartered in
Richmond, Virginia. Its principal subsidiaries are Dominion Generation, Dominion
Virginia Power, Virginia Power Energy Marketing, Inc. and the former CNG companies,
which include Dominion Transmission and the Dominion gas LDCs.

COI-1374431v2 -
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Prior to the recent sale of most of its E&P assets, Dominion managed its daily
operations through four primary operating segments; Dominion Delivery, Dominion
Energy, Dominion Generation and Dominion Exploration and Production. Effective
October 1, 2007, Dominion will be realigned to reflect the completion of the company’s
strategic refocusing efforts and organized into three operating units; Dominion Energy ,
Dominion Virginia Power, and Dominion Generation. In addition, Dominion utilizes a
corporate segment that includes its corporate, service-company, and other functions.
Dominion’s assets are wholly owned by its legal subsidiaries.

Dominion’s Board of Directors (“Board”) is charged with the responsibility of
overseeing Dominion’s management, as well as the business and affairs of Dominicn
on behalf of Dominion's shareholders. All corporate powers are exercised by or under
the authority of the Board. DEQ's business is conducted by its employees under the
ultimate supervision of Dominion’s Chief Executive Officer. Governance guidelines are
intended to support the Board in its oversight role and in fulfilling its obligation to
shareholders, The Board reviews these guidelines annually in its continuing effort to
achieve this goal.

A majority of the Board must consist of independent directors. No more than
three employees or ex-employees of the company may serve cancurrently as directors.
A director's independence is affirmatively determined by the Board in accordance with
the New York Stock Exchange’s (“NYSE”) listing standards and Dominion's
independence standards.

Officars include a Chief Executive Officer, a President, one or more Vice
Presidents, a Corporate Secretary, a Treasurer and a Controller. The Chairman of the
Board of Directors and the Vice Chairman also serve as officers unless they are not full-
time empioyees of the Corporation. The officers and the Chairman of the Board of
Directors and the Vice Chairman are elected or appointed by the Board of Directors
after each election of Directors by the Shareholders. The Board of Directors may also
appeint and prescribe duties for one or more Assistant Corporate Secretaries, one or
more Assistant Treasurers, one or more Assistant Controllers, and other officers or
agents that it deems advisable.

The Board comprises a number of committees, including Audit; Compensation,
Governance, Nominating ("CGN"); and Finance and Risk Oversight. These committees
report reguiarly to the full Board.

The CGN Committee is responsible for recommending directors for placement on
the various committees. Assignments are based on the needs of the Board and the
expertise of the members. The Board annually appoints the committee members and
chairs.

The Audit and CGN Committees are composed of independent directors in
accordance with the current rules and regulations of the Securities and Exchange

Commission and the NYSE. Members of the Audit Committee are subject to an
additional “independence” requirement—such directors may not be affiliated with
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Dominion or receive any compensation, directly or indirectly, from the company other
than compensation for services as a director. Each committee annually evaluates its
performance.

4, Responsibilities

To carry out the management of the company, Board members must fulfill a
number of responsibilities. The Board’s independent Directors hold regularly scheduled
executive sessions, during which they review the performance of senior management
and discuss other matters, as is necessary. The Chair of the CGN Committee leads
executive sessions of independent Directors unless the Chairman of the Board is an
independent Director.

The Board establishes a number of regular meetings to be held each year and
holds special meetings when necessary. The CEOQ sets the Board’s agendas with
advice from the Directors, and such agendas and select information are distriputed fo
the Directors prior to Board meetings for their review. Directors regularly receive
pertinent information regarding Company activities and other matters of interest.

Directors are expected to attend ali Board and committee meetings and to devote
as much time and attention as necessary to discharge their duties. Directors also are
expected to ensure that other commitments do not materially interfere with their
attendance at company meetings or their ability to fulfill their responsibilities as
company Directors. To help ensure that other commitments do not interfere with
Dominion responsibilities, the CEO may sit on no more than two other public company
Boards, and non-employee members of the Board shall sit on no more than five Boards
or three Audit Committees of other public companies.

The Board and its committees have the authority and funding to retain
independent outside financial, legal or other advisors, whenever it deems necessary.
The CGN Committee conducts an annual assessment of the effectiveness of the Board
as well as that of the committees.

Accurate record-keeping underlies DEQ's compliance with many of its
responsibilities in the financial, regulatory and management spheres. Each employee
and officer, therefore, has a responsibility to ensure all Company records, such as
accounts, reports, bills, invoices, work and timekeeping records, and correspondence
are accurate and maintained in accordance with the applicable document and data
retention policies of his or her applicable business area. The Company’s Chief
Executive Officer, Chief Financial Officer, Principal Accounting Officer, Controller, and
Treasurer ("Senior Financial Officers”) are responsible for ensuring that the Company’s
financial statements, public reports and communications contain disclosure that is full,
fair, accurate, timely, and understandable. Thus, the Senior Financial Officers are
responsible for establishing and maintaining effective disclosure controls and
procedures and internal controls and procedures for financial reporting.

COI-1374431v2
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5. Practices and Procedures

Much of senior management’s responsibility is to set the groundwork to enable
individual departments and frontline managers and supervisors to establish their own
practices and procedures that are consistent with corporate objectives and all applicable
regulations or standards of conduct. These are detailed throughout Schedule S-4.2.
Promulgation of various codes of conduct, ethics, and governance are one way that
senior management shapes the practices of the rest of the company. Various review
and incentive procedures, discussed elsewhere in this schedule, have also been
developed to ensure that the vision and policy of the company are manifest throughout
its many branches.

To maintain the consistency of this vision and policy, a number of practices have
developed. To ensure continuity as the composition of the Board evolves, newly
elected Directors are briefed by the CEQ and senior management regarding matters
related to the company’s core businesses. Among other things, they are briefed on
operations and strategic directions set by the CEQ, Chief Financial Officer, Chief Legal
Officer, and CEQ's of the major business segments and by the Corporate Secretary on
matters related to Board governance and membership. In addition, new Directors tour
company facilities when practicable.

Another way that continuity is assured is to require succession plans. The CEO
is responsible for developing and maintaining a process fo plan for successor chief
executive officers, as well as for other key senior leadership positions. The CEO
reviews this process with the CGN Committee at least annually. The Board has final
authority to select any successor CEO.

6. Decision making and control

Generally speaking, for efficiency’s sake, decisions are made at the lowest level
practicable, so a primary responsibility of senior management is t¢ maintain
accountability. One of the primary means by which accountability is maintained is
through the Board's committees. For instance, the Audit committee meets periodically
with members of management, including the Principal Accounting Officer or Controller,
the Chief Legal Officer or General Counsel, and the internal and independent auditors
to receive and discuss reports on Dominion’s internal control systems and compliance.

The Finance and Risk Oversight Committee also meets periodically with the
Chief Financial Officer, the Chief Legal Officer, and other members of management
responsible for financial and risk management to receive and discuss Dominion’s
financing activities, risk assessment and risk management policies and procedures.
Given the importance of financial matters, this Committee then reports to the Audit
Committee and the Board of Directors regarding these activities.

Management has also established a Disclosure Committee for the purpose of
ensuring that Dominion's disclosure controls and procedures for periodic filings with the
SEC (including the proxy statement) are in compliance with applicable laws and
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regulations. The Disclosure Committee, which reports to the Audit Committee quarterly,
comprises representatives of the major business functions and also the Chief Legal
Officer, Chief Information Officer, Chief Accounting Officer, General Counsel, Corporate
Secretary, and Controller. The Chief Accounting Officer chairs the Committee.

The Board has also promulgated governance guidelines that are intended to
suppoert it in its oversight role and in fulfilling its obligation to shareholders. The Board
reviews these guidelines annually in its continuing effort to achieve this goal. These
guidelines are attached.

On the spot decision-making and control is necessarily exercised by frontline
managers and supervisors, but to assist these employees, the Board reviews and
approves Dominion’s Code of Ethics. This Code guides employees, officers and
directors in promoting high ethical standards, fiscal accountability, and compliance with
all applicable laws and regulations.

The Code is not the only way that Dominion has attempted to ensure that its
business meets the highest ethical standards. The ethical conduct of the Company
depends on the collective conduct of its employees, officers and Directors, so the
Company has established the Dominion Ethics Program to coordinate compliance
oversight activities company-wide. The Ethics Program establishes processes to assist
employees, officers and Directors in obtaining guidance and resolving questions
regarding ethical and compliance issues.

Penalties and recovery mechanisms are also in place in the event control
mechanisms fail. For example, if financial results which are filed with the SEC are
restated due to fraud, negligence or intentional misconduct, the Board or an
independent committee will review performance-based compensation paid to officers
who are found to be personally responsible for the fraud, negligence or intentional
misconduct that caused the need for the restatement. The Board may in such a
situation seek the recovery of any amounts paid in excess of the amounts that would
have been paid to such officers based on the restated financial results.

The Company will also investigate any violation or suspected violation of the
Code and take appropriate corrective action. Disciplinary action may include
termination, referral for criminal prosecution, and reimbursement to the Company for
any losses or damages resulting from violations of the Code of Ethics. Examples of
violations include:

» Authorizing or participating in actions which violate applicable laws,
regulations, or Company policies.

» Failing to report a violation or willfully withhelding relevant and material
information concerning a violation.

» Retaliating against individuals who report or assist in investigations of
suspected violations of applicable laws, regulations, or Company palicies.

COIL-1374431v2
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Internal controls are not the only means by which DEQO maintains its standards of
integrity and excellence. In addition to the fact that each employee and officer is
expected to be familiar and comply with all of the policies of the Company that apply to
their employment, a commitment to ethical conduct also requires that employees and
officers comply with the spirit of the law as well as the letter of the law. Therefore, it is
the duty of each employee and officer to know, understand and comply with any laws,
regulations, and rules that apply in his or her job. Employees are counseled that
violating the law can seriously damage DEQ’s reputation, subject the Company to
liability, and subject the employee or officer to personal liability. Dominion and DEO
encourage employees to submit any questions concerning any legal responsibility to the
Law Department.

Examples of scme significant laws and regulations that govern DEO and the
actions of its employees and contractors are the following:

* Antitrust Laws

¢ Environmental Laws and Regulations

+ Pipeline Safety Requirements

» Employee Health and Safety Laws and Regulations
* Labor and Employment Laws

s Securities Laws

¢ The Sarbanes-Oxley Act of 2002

7. Communications

Senior management articulates its vision and expectation for the company to its
employees through a variety of both written and verbal communications. Selected
written communications are sent directly to all employees while other messages are
conveyed initially to senior and middle management and then disseminated to direct
supervisors and individual contributors in team meetings and other forums. In addition,
Dominion Officers host regularly scheduled employee updates across our service
territories to both communicate strategic and operational messages in person. In
addition to face-to-face communications and the use of standard technologies (e.g.,
telephone, e-mail, facsimile), Dominion also utilizes a company intranet (dominion.net)
and maintains a website on the Internet. Senior management and members of the
Board also periodically give community presentations and other public engagements.
Senior management aiso distributes company-wide letters and newsletters from time to
time.

Communications between Board members and management is critical to
company success. Therefore, Board members are assured of complete access to the
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http://domlnion.net

CEO, the Chief Financial Officer, the Chief Lega! Officer or General Counsel, General
Auditor, other members of senior management, and the independent auditors.
Management is expected to be responsive to all requests for information from Board
members.

Continuing education is another way that communication occurs, both up and
down the line of command, Continuing education is achieved through management
presentations at Board meetings from time to time to provide insights into aspects of the
company’s business or to provide employees with exposure to the Board for purposes
of management development. The Board and commitiees also receives updates on
new material legal or regulatory requirements that affect the company. In addition,
Directors periodically attend seminars conducted by organizations outside of the
company that are related to director responsibilities, governance or industry matters.

8. Goal attainment and quantification

Every year Dominion releases Annual Incentive Plan (*AlP") guidelines. The AIP
operates as a supplemental, performance-based compensation system, whereby if
various goals are met (ranging from individual to company-wide goals), cash awards are
paid out to eligible employees.

The purpose of the AIP program is manifold:

» It focuses the workforce on company, operating-group, team, and individual

goals that ultimately influence overall operating performance and customer
sarvice.

e |t rewards corporate and operating-group earnings performance and
operational and stewardship success.

¢ |t emphasizes teamwork by focusing on common goals.
* |t provides a competitive {otal compensation opportunity.
» |t ties the interesis of shareholders and employees closely together.

A detailed description of the plan and how it operates is attached.
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Article 1.

Name.

Article I1.

The name of the Corporation is Dominion Resources, Inc.

Shareholders’ Meetings.

Article Il

All meetings of the Shareholders shall be held at such place, within or
without of the Commonwealth, as provided in the notice of the meeting
pravided in accordance with Article V — Notice of Shareholders’
Meetings,

Annual Meeting.

Article IV.

The Annual Meeting of the Shareholders shall be held on any date during
the period May 1 through May 31 as determined by the Board of Directors
from year to year. In the event that such Annual Meeting is omitted by
oversight or otherwise on this date, the Board of Directors shall cause a
meeting to be held as soon thereafter as may be convenient, and any
business transacted or elections held at such meeting shall be as valid as if
transacted or held at the Annual Meeting. Such subsequent meeting shall
be called in the same manner as provided for in Article [V - Special
Meetings.

Special Meetings.

Article V.

Special Meetings of the Sharcholders shall be held whenever called by the
Chairman of the Board of Directors, the Vice Chairman, the Chief
Executive Officer, or a majority of the Directors, Special Meetings of the
Shareholders may also be held following the accrual or termination of
voting rights of the Preferred Stock, whenever requested to be called in
the mannet provided in the Articles of Incorporation.

Notice of Shareholders’ Meetings.

Notice stating the place, day and hour of each Shareholders® Mecting and,
in the case of a Special Meeting, the purpose or purposes for which the
meeting is called shall be given not less than 10 nor more than 60 days
before the date of the meeting, or such longer period as is specified below,
by, or at the direction of, the Board of Directors or its Chairman, the Vice
Chairman, the Chief Executive Officer, the President or any Vice
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President or the Corporate Secretary or any Assistant Corporate Secretary,
to each Shareholder of record entitled to vote at the meeting. Notice shall
also be given to other Shareholders of record to the extent required by the
Articles of Incorporation or by law. Notice may be mailed to a
Sharcholder at the Sharcholder’s registered address and such notice will
be deemed to be given when deposited in the United States mail, postage-
paid, addressed to the Shareholder at the Shareholder’s address as it
appears on the stock transfer books. Alternatively, notice may be given to
a Sharcholder by electronic transmission as permitted by the Virginia
Stock Corporation Act or any other applicable law and, in such case, shall
be effective as provided therein.

Notice of a Shareholders’ Meeting to act on an amendment of the Articles
of Incorporation, on a plan of merger or share exchange, on a proposed
dissolution of the Corporation, or on a proposed sale, lease or exchange,
or other disposition of assets that would leave the Corporation without a
significant continuing business activity, as defined in Virginia Code
Section 13.1-724, shall be given not less than 25 nor more than 60 days
before the date of the meeting. Any notice of a Shareholders’ Meeting to
act on such a matter shall be accompanied by a copy of the applicable
proposed amendment, plan of merger or share exchange, plan of
dissolution or agreement effecting the disposition of assets,

If any Shareholders’ Meeting is adjourned to a different date, time or
place notice need not be given if the new date, time or place is announced
at the meeting before adjournment. If a new record date for the adjourned
meeting is fixed under Article IX, however, notice of the adjourned
meeting shall be given under this Article to Shareholders entitled to notice
as of the new record date, Any Shareholder who attends a meeting may be
deemed to have waived notice of such meeting as provided in Virginia
Code Section 13.1-659.

Article VI, Voting Lists.

The officer or agent having charge of the share transfer books of the
Corporation shall make, at least 10 days before each meeting of
Shareholders, a complete list of the Shareholders entitled to vote at such
meeting or any adjournment, with the address of and number of shares
held by each. Such list, for a period of 10 days prior to such meeting,
shall be kept on file at the principal office of the Corporation. Any person
who shall have been a Shareholder of record for at least 6 months
immediately preceding such person’s demand or wha shall be the holder
of record of at least 5% of all the outstanding shares of the Corporation,
upon demand stating with reasonable particularity the purpose of such

MPFO 000000013



Article VI,

demand, shall have the right to inspect such list, in person, for any proper
purpose if such list is directly connected with such purpose, during usual
business hours within the period of 10 days prior to the meeting. Such list
shall also be produced at the time and place of the meeting and shall be
subject to the inspection of any Shareholder during the whole time of the
meeting for the purposes thereof.

Quorum.

Article VIII.

At any meeting of the Shareholders, a majority of the votes entitled to be
cast on a matter shall constituie a quorum, A lesser interest may adjourn
any meeting from time to time, The provisions of this Article are,
however, subject to the provisions of the Articles of Incorporation.

Voting.

When a quorum is present at any meeting, action on a matter is approved
if the votes cast favoring the action exceed the votes cast opposing the
action, unless the action is the election of directors, or is one upon which
by express provision of law, the Articles of Incorporation, or these
Bylaws, a larger or different vote is required, in which case such express
provision shall govern and contral the decision of such question.

Shareholders of record entitied to vote may vote at any meeting in person
or by proxy executed in writing or by proxy authorized by any means
permitted by the Virginia Stock Corporation Act or other applicable law.
In each case, such proxy must be authorized by the Shareholder or by the
Shareholder’s duly authorized officer, director, employee or agent or
attorney-in-fact, and shall be filed with or received by the inspector of
election or other officer or agent of the Corporation authorized to tabulate
votes for the meeting before being voted. A proxy shall designate only
One person as proxy, except that proxies executed pursuant to a general
solicitation of proxies may designate one or more persons, any one of
whom may act as proxics. Proxies given for a specific Shareholders’
Meeting shall entitle the holders to vote at any adjournment of the
meeting, but shall not be valid after the final adjournment of that meeting.
No proxy shall be valid after 11 months from its date unless the
appointment form expressly provides for a longer period of validity.
Shareholders entitled to vote may also be represented by an agent
personally present, duly designated by power of attorney, with or without
power of substitution, and such power of attorney shall be produced at the
meeting on request. Each holder of record of shares of any class shall, as
to all matters in respect of which shares of any class have voting power, be
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Article IX.

entitled to one vote for each share of stock of such class standing in such
holder’s name on the books of the Corporation.

Record Date.

Article X,

For the purpose of determining the Shareholders entitled to notice of or to
vote at any meeting of Shareholders, or any adjournment, or entitled to
receive payment of any dividend, or in order to make a determination af
Shareholders for any other proper purpose, the Board of Directors may fix
the date on which it takes such action or a future date as the record date
for any such determination of Shareholders, provided that such date shall
not in any case be more than 70 days prior to the date on which the
meeting or other action, requiring such determination of Shareholders, is
to take place. The Board of Directors is authorized to delegate to the
Corporate Secretary the determination of a record date for any mecting of
Shareholders. If no record date shall be fixed for the determination of
Shareholders entitled to notice of or to vote at a meeting of Shareholders,
or for the determination of the Shareholders entitled to receive payment of
a dividend, the date on which notice of the meeting is mailed or the date
on which the resolution of the Board of Directors declaring such dividend
is adopted, as the case may be, shall be the record date for such
determination of Shareholders in such cases. A determination of
Shareholders entitled to notice of or to vote at a Shareholders’ meeting is
effective for any adjournment of the meeting unless the Board of Directors
or Corporate Secretary, as the case may be, fixes a new record date, which
shall be done if the meeting is adjourned to a date more than 120 days
after the date fixed for the original meeting.

Shareholder Proposals.

To be properly brought before a meeting of Shareholders, business must
be (a) specified in the notice of meeting {or any supplement) given by or
at the direction of the Board of Directors, (b) otherwise property brought
before the meeting by or at the direction of the Board of Directors ot (c)
otherwise properly brought before the meeting by a Shareholder. In
addition to any other applicable requirements, for business to be properly
brought before an Annual Meeting by a Shareholder, the Shareholder must
have given timely notice in writing to the Corporate Secretary of the
Corporation. To be timely, a Shareholder’s notice must be given, either
by personal delivery or by United States registered or certified mail,
postage prepaid, to the Corporate Secretary of the Corporation nct later
than 90 days prior to the date of the anniversary of the immediately
preceding Annual Meeting. A Shareholder’s notice to the Corporate
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Article XI.

Secretary shall set forth as to each matter the Shareholder proposes to
bring before the Annual Meeting (a) a brief description of the business
desired to be brought before the Annual Meeting, including the complete
text of any resolutions to be presented at the Annual Meeting, with respect
to such business, and the reasons for conducting such business at the
meeting, (b) the name and address of record of the Sharehoelder proposing
such business, {c) the class and number of shares of the Corporation that
are beneficially owned by the Shareholder and (d) any material interest of

“the Shareholder in such business. Inthe event that a Sharcholder attempts

to bring business before an Annual Meeting without complying with the
foregoing procedure, the Chairman of the meeting may declare to the
meeting that the business was not properly brought before the meeting
and, if the Chairman shall so declars, such business shall not be
transacted. The foregoing provisions are not applicable to Shargholder
nominations of Directors, the process for which is set forth in Article XI.

Board of Directors.

A Board of Directors shall be chosen by ballot at the Annual Meeting of
the Shareholders or at any meeting held in lieu thereof as herein before
provided.

Subject to the rights of holders of any class or series of stock having a
preference over the Common Stock as to dividends or upon liquidation,
nominations for the election of Directors shall be made by the Board of
Directors or a committee appointed by the Board of Directors or by any
Shareholder entitled to vote in the election of Directors generally.
However, any Shareholder entitled to vote in the election of Directors
generally may nominate one or more persons for election as Directors at a
meeting only if written notice of such Shareholder’s intent to make such
nomination or nominations has been given, either by personal delivery or
by United States mail, postage prepaid, to the Corporate Secretary of the
Corporation not later than 60 days in advance of such meeting (except
that, if public disclosure of the meeting is made less than 70 days prior to
the meeting, the notice need only be received within 10 days following
such public disclosure). Each such notice shall set forth: (a) the name and
address of the Shareholder who intends to make the nomination and of the
person or persons to be nominated; (b) a representation that the
Shareholder is a holder of record of stock of the Corporation entitled to
vate at such meeting and intends to appear in person or by proxy at the
meeting to nominate the person or persons specified in the notice; (¢) a
description of all arrangements or understandings between the Shareholder
and each nominee and any other person or persons (naming such person or
persons) pursuant to which the nomination or nominations are to be made
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Article XIIL.

by the Shareholder; (d} such other information regarding each nominee
proposed by such Shareholder as would be required to be included in a
proxy statement filed pursuant to the proxy rules of the Securities and
Exchange Ccmmission, had the nominee been nominated, or intended to
be nominated by the Board of Directors; and (&) the consent of each
nominee to serve as a Director of the Corporation if o elected. The
Chairman of the meeting may refuse to acknowledge the nomination of
any person not made in compliance with the foregoing procedure.

Manner of Election of Directors.

Article XII1,

Except as provided in Article XVIII, each director shail be elected by a
majority of votes cast at any meeting of shareholders for the election of
directors at which a quorum is present, provided that if the number of
director nominees exceeds the number of directors to be elected, the
directors shall be ¢clected by a plurality of the votes of the shares
represented at the meeting and entitled to vote on the election of directors.

If an incumbent director is not reelected, the director shall offer his or her
resignation promptly to the Board of Directors. Within 90 days following
certification of the election results, the Board of Directors shall act on the
offered resignation. In determining whether to accept the offered
resignation, the Board of Directors shall consider any recommendation of
the Compensation, Governance and Nominating Committee or any
committee responsible for the nomination of directors, the factors
considered by that committee and any additional information and factors
that the Board of Directors believes to be relevant,

Powers of Directors.

All corporate powers shall be exercised by or under the authority of, and
the business and affairs of the Corporation shall be managed under the
direction of, the Board of Directors, subject to any limitation set forth in
the Articles of Incorporation, and so far as this delegation of authority is
not inconsistent with the laws of the Commonwealth of Virginia or with
the Articles of Incorporation.
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Article XIV. Executive and Other Committees.

The Board of Directors, by resolution passed by a majority of the whole
Board, may designate two or more of its number to constitute an
Executive Committee. If a quorum is present at a duly noticed or regular
meeting of the Committee, the Committee may act upon the affirmative
vote of a majority of the Committee members present.

When the Board of Dirgctors is not in session, the Executive Committee
shall have and may exercise all of the authority of the Board of Directors
except that the Executive Committee shall not (a) approve or recommend
to Shareholders action that Virginia Stock Corporation Act requires to be
approved by Shareholders; (b) fill vacancies on the Board of Directors or
any of its Committees or elect officers; {c) amend the Articles of
Incorporation; {d) adopt, amend or repeal these Bylaws; (¢) approve a plan
of merger not requiring Shareholder approval; (f) authorize or approve a
distribution, except according to a general formula or method prescribed
by the Board of Directors; or (g) anthorize or approve the issuance or sale
or contract for sale of shares, or determine the designation and rights,
preferences, and limitations of a class or series of shares, except that the
Board of Directors may authorize the Executive Committee to do so
subject to the limits, if any, prescribed by the Board of Directors. [f the
Executive Committee is created for any designated purpose, its authority
shall be limited to such purpose. The Executive Committee shall report its
action to the Board of Directors. Regular and special meetings of the
Executive Committee may be called and held subject to the same
requirements with respect to time, place and notice as are specified in
these Bylaws for regular and special meetings of the Board of Directors.

Members of the Executive Committee shall receive such compensation for
attendance at meetings as may be fixed by the Board of Dirgctors.

The Board of Directors likewise may appoint from their number, from the
directors of affiliated corporations or from officers of the Corporation
other Committees from time to time, the number composing such
Committees and the power conferred upon the same to be subject to the
foregoing exceptions for an Executive Committee but otherwise as
determined by vote of the Board of Directors provided that any Committee
empowered to exercise the avthority of the Board of Directors shall be
composed only of members of the Board of Directors. The Board of
Directors may designate one or more Directors to represent the
Cotporation at meetings of committees of the Board of Directors affiliated
corporations, Members of such committees, and Directors so designated,
shall receive such compensation for attendance at meetings as may be
fixed by the Board of Directors.
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Article XV. Meetings of Directors and Quorum.

Meetings of the Board of Directors shall be held at places within or
without the Commonwealth of Virginia and at times fixed by resolution of
the Board, or upon call of the Chairman of the Board, the Vice Chairman,
the Chief Executive Officer, President or any Vice President, the
Corporate Secretary or three or more Directors and the Corporate
Secretary or an Assistant Corporate Secretary shall give not [ess than
forty-eight (48) hours notice by lefter, electronic mail or telephone (or in
person) of all mestings of the Directors, provided that notice need not be
given of regular meetings held at times and places fixed by resolution of
the Board.

A written waiver of notice signed by the Director entitled to such notice,
whether before or after the date of the meeting, shall be equivalent to
giving notice. A Director who attends or participates in a meeting shall be
deemed to have waived timely and proper notice of the meeting unless the
Director, at the beginning of the meeting or prompily upon his or her
arrival, objects to holding the mecting or transacting business at the
meeting and does not thereafier vote for or assent to action taken at the
meeting,

A majority of the number of Directors fixed at the time in accordance with
the Articles of Incorporation or such greater number as may bz
specifically provided in the Virginia Stock Corporation Act shall
constitute a quorum for the transaction of business, but a lesser number
may adjourn any meeting from time to titne, and the meeting may be
reconvened and held without further notice so long as the new date, time
and place is announced at the meeting prior to adjournment. When a
quorum is present at any meeting, a majority of the members present shall
decide any question brought before such meeting, except as otherwise
provided by law, by the Articles of Incorporation, or by these Bylaws.

Article XVT, Action Without a Meeting.

Any action required to be taken at a meeting of the Directors, or any
action which may be taken at a meeting of the Directors or of a
Committee, may be taken without & meeting if a consent in writing (which
may be in any number of counterparts), setting forth the action so to be
taken, shall be signed by all of the Directors, or all of the membets of the
Committee, as the case may be, either before or after such action is taken,
and delivered to the Corporate Secretary. A Director’s consent may be
withdrawn by a revocation signed by the Director and delivered to the
Corporate Secretary prior to the delivery to the Corporate Secretary of
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unrevoked written consents signed by all of the Directors. For purposes of
this Article, the signing and delivery of the written consent may be
accomplished by electronic transmission. When all Directors have signed
and delivered a written consent to the Corporate Secretary, such consents
shall have the same force and effect as a unanimous vote.

Article XVII.  Director Resignation and Removals. -

Any Director may resign at any time either from the Board of Directors or
from any Committee of which the Director is a member by giving a
written resignation to the Board of Directors or its Chairman, ar to the
Vice Chairman, or to the Chief Executive Officer or to the Corporate
Secretary or, in the case of a resignation from a Committee, to the.
chairman of the Committee, Any such resignation shall take effect upon
receipt of the written resignation by one of the specified recipients, unless
a later effective time is specified in the resignation. Unless otherwise
specified in the resignaticn or in these Bylaws, the acceptance of such
resignation shall not be necessary to make it effective. Any resignation
delivered under Article XTI shall require acceptance to make it effective.

At any meeting called for the purpose of removing a Director, the
Shareholders may, with the affirmative vote of at least two-thirds of the
outstanding shares entitled to vote, remave any Director from office for
cause. The Sharcholders may then elect a successor to a Director removed
from office if such purpose was included in the meeting notice. The
nomination and election of such successor shall be accomplished in the
same manner provided in these Bylaws for nomination and election of
directors at an annual meeting. The Board of Directors, by vote of a
majority of the whole Board, may remove from any Committee of the
Board any member of that Committee, with or without cause.

Article XVIII. Board Vacancies.

If the office of any Director shall become vacant, the Directors, at the time
in office, whether or not a quorum, may by majority vote of the Directors
then in office, choose a suecessor who shall hold office until the next.
annual meeting of Shareholders. Vacancies resulting from an increase in
the number of Directors shall be filled in the same manner. If the vacancy
results from the removal of a Director by the Shareholders as provided in
Article XVII, the vacancy may also be filled by the Shareholders as
provided in such Article.
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Article XIX. Officers.

The officers of the Corporation shall be a Chief Executive Officer, a
President, one or more Vice Presidents (as one or more may be elected an
Executive Vice President or Senior Vice President), a Corporate
Secretary, a Treasurer and a Controller. The Chairman of the Board of
Directors and the Vice Chairman shall also be officers unless they are not
also full-time employees of the Corporation, The officers and the
Chairman of the Board of Directors and the Vice Chairman shall be
elected or appointed by the Board of Directors after each election of
Directors by the Shareholders, and a meeting of the Board of Directors
may be held without notice for the purpoese of electing officers following
the Annual Mecting of the Sharcholders.

The Board of Directors, in its discretion, may appoint one or more
Assistant Corporate Secretaries, one or more Assistant Treasurers, one or
more Assistant Controllers, and such other officers or agents as it may
deem advisable, and prescribe their duties.

Article XX. Eligibility of Officers.

The Chairman of the Board of Directors, the Vice Chairman and the Chief
Executive Officer shall be Directors. Any person may hold more than one
office provided, however, that neither the Corporate Secretary, the
Treasurer nor the Controller shall at the same time hold the office of
Chairman of the Board of Directors, Vice Chairman, Chief Executive
Officer or President.

Article XXI. Duties and Authority of Chairman of the Board
of Directors, Vice Chairman, Chief Executive Officer
and Others.

The Chairman of the Board of Directors or the Vice Chairman shall
preside at the meetings of the Board of Directars. The Chairman or the
Vice Chairman may call meetings of the Board of Directors and of any
Committee whenever it is deemed necessary. The Chairman, the Vice
Chairman or the Chief Executive Officer shall call to order, and act as
chairman of, all meetings of the Shareholders, and shall prescribe such
rules of procedure not inconsistent with these Bylaws or the Virginia
Stack Corporation Act, and may adjourn such meetings to be reconvened
at a later time or date or at another place. The Chairman and the Vice
Chairman shall perform the duties commonly incident to such office and
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Article XXIL

such other duties as the Board of Directors shall designate from time to
time.

[n the absence of the Chairman of the Board of Directots or the Vice
Chairman, the Chief Executive Officer shall perform their duties. The
Chief Executive Officer shall perform the duties commonly incident to the
office of Chief Executive Officer and such other duties as the Board of
Directors shall designate from time to time. The Chief Executive Officer,
the President and each Vice President shall have authority to sign
certificates for shares of stock, bonds, deeds and contracts and to delegate
such authority in such manner as may be approved by the Chief Executive
Officer or the President,

[f'the Chaitman, Vice Chairman and Chief Executive Officer are unable to

serve as Chairman of any Sharcholders’ Meeting, then the President or the
Corporate Secretary, may serve in their place.

Vice Presidents.

Article XXIII.

Each Vice President shall perform such duties and have such other powers
as the Board of Directors shall designate from time to time. In the event
of the absence or disability of the Chief Executive Officer or the President,
the duties and powers of such offices shall he performed and exercised by
the Vice President designated to so act by the line of succession provided
by the Board of Directors, or if not so provided by the Board of Directors,
in accordance with the order of priority set forth in Article XXXIIL

Corporate Secretary.

The Corporate Seotetary shall keep accurate minutes of all meetings of the
Shareholders, the Board of Directors and the Executive Committee,
respectively, shall perform the duties commonly incident to the office of
corpotate sectetary, and shall perform such other duties and have such
other powers as the Board of Directors shall designate from time to time.
The Corporate Secretary shall have power together with the Chief
Executive Officer, the President or a Vice President, to sign certificates
for shares of stock. In the Corporate Secretary’s absence, an Assistant
Corporate Secretary shall perform the duties of the office.

11
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Article XXIV.

Treasurer.

Article XXV.

The Treasurer, subject to the order of the Board of Directors, shall have
the care and custody of the money, funds and securities of the Corporation
and shall have and exercise under the supetvision of the Board of
Directors, all the powers and duties commonly incident to the office of
treasurer and shall deposit all funds of the Corporation in a bank or banks,
trust company or trust companies or with a firm or firms doing a banking
business, pursuant tc a specific or general authorization from the Board of
Directors. The Treasurer may endorse for deposit or collection all checks,
notes, et cetera, payable to the Corporation or to its order, may accept
drafts on behalf of the Corporation, and, together with the Chief Executive
Officer, the President or a Vice President, may sign certificates for shares
of stock.

All checks, drafts, notes and other obligations for the payment of money
except bonds, debentures and notes issued under an indenture shall be
signed either manually or, if and to the extent authorized by the Board of
Directors, through facsimile, by the Treasurer or an Assistant Treasurer or
such other officer or agent as the Board of Directors or an offfcer
designated by the Board of Directors shall authorize. Checks for the total
amount of any payroll may be drawn in accordance with the foregoing
provisions and deposited in a special fund. Checks upon this fund may be
drawn by such person as the Treasurer shall designate.

Controller.

Article XXVI.

The Controller shall keep accurate books of account of the Corporation’s
transactions and shall perform such other duties and have such other
powers as the Board of Dirgctors shall designate from time to time.

Officer Resignation and Removals.

Any officer may resign at any time by giving written notice to the Board
of Directors, to the Chairman of the Board of Directors, to the Vice
Chairman, to the Chief Executive Officer or to the Corporate Secretary.
Any such resignation shall take effect upon receipt of the written notice by
one of the specified recipients, unless a later effective time is specified in
the notice. Unless otherwise specified in the notice, the acceptance of
such resignation shall not be necessary to make it effective.

The Board of Directors, by vote of a majority of the entire Board, may
remove any officer or agent, with or without cause,

12
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Article XXVIL

Officer Vacancies.

Article XXVIII.

If the office of any officer or agent, one or more, becomes vacant by
reason of death, disability, resignation, removal, disqualification or
otherwise, the Directors at the time in office, if a quornm, may, by a
majority vote at a meeting at which a quorum is present, choose a
successor or successors who shall hold office for the unexpired term or
until such officer’s successor is duly elected and qualified or the position
is eliminated.

Certificates and Records for Shares.

Every Sharzholder shall be entitled to a certificate or certificates for shares
of record owned by such Shareholder in such form as may be prescribed
by the Board of Directors, duly numbered and setting forth the number
and kind of shares to which such Sharcholder is entitled. Such certificates
shall be signed by the Chief Executive Officer, President or a Vice
President and by the Treasurer or an Assistant Treasurer or the Corporate
Secretary or an Assistant Corporate Secretary. The Board of Directors
may also appoint ong or mote Transfer Agents and/or Registrars for its
stock of any class or classes and may require stock certificates to be
countersigned and/or registered by one or more of such Transfer Agents
and/or Registrars. If certificates for shares are signed, either manually or
by facsimile, engraved or printed, by a Transfer Agent or by a Registrar,
the signatures of the Chief Executive Officer, the President or a Vice
President and the Treasurcr or an Assistant Treasurer ot the Corporaie
Secretary or an Assistant Corporate Secretary may be facsimiles, engraved
or printed. Any provisions of these Bylaws with reference to the signing
of stock certificates shall include, in cases above permitied, such
facsimiles.

In case any officer or officers who shall have signed, or whose facsimile
signature or signatures shall have been used on, any such certificate or
certificates shall cease to be such officer or officers of the Corporation,
whether because of death, resignation or otherwise, before such certificate
ar certificates shall have been delivered by the Carporation, such
certificate or certificates may nevertheless be issued and delivered as
though the person or persons who signed such certificate or certificates or
whose facsimile signature or signatures shall have been used had not
ceased to be such officer or officers of the Corporation.

Notwithstanding the foregoing, the Board of Directors may authorize the
issue of some or all of the shares of any or all of its classes or series
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without certificates. Within a reasonable time after the issue or transfer of
shares without certificates, the Corporation shall send the Shareholder a
written statement of the information required on certificates by the
Virginia Stock Corporation Act or other applicable law.

The person registered on the books of the Corpoeration as the owner of any
shares shall be entitled exclusively as the owner of such shares, to receive
dividends and to votc in respect of such shares. It shall be the duty of
every Shareholder to notify the Corporation of such Shareholder’s
address.

Article XXIX. Transfer of Shares.

Shares may be transferred by delivery of the certificate accompanied
ecither by an assignment in writing on the back of the certificate or by a
written power of attorney to sell, assign and transfer the same on the
books of the Corporation, signed by the person appearing by the certificate
to be the owner of the shares, and shall be transferable on the books of the
Corporation upon surrender so assigned or endorsed. Where shares have
been issued without certificates, shares may be transferred by a written
instrument of assignment or a writter. power of attorney to sell, assign and
transfer the same on the books of the Corporation, signed by the person
appearing by the records of the Corporation to be the owner of such
shares, and shall be transferable on the books of the Corporation upon
delivery of such instrument or power of attorney to the Corporation.

Article XXX. Voting of Shares Held.

Unless the Board of Directors shall atherwise provide, the Chairman of
the Board of Directors, the Vice Chairman, the Chief Executive Officer,
the President, any Vice President, or the Corporate Secretary may from
time to time appoint one or more attorneys-in-fact or agents of the
Corporation, in the name and on behalf of the Corporation, to cast the
votes that the Corporation may be entitled to cast as a shareholder or’
otherwise in any other corporation or other legal entity, any of whose
stock or securities of which may be held by the Corporation, at meetings
of the holders of any such other corporations or entities, or to consent in
writing to any action by any such other corporation or entities, and may
instruct the person or persons so appointed as to the manner of casting
such votes or giving such consent, and may execute or cause to be
executed on behalf of the Corporation such written proxies, consents, -
waivers or other instruments as he or she may deem necessary or proper in
the premises; or either the Chairman of the Board of Directors, the Vice
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Chairman, the Chief Executive Officer, the President or the Corporate
Secretary may attend any meeting of the shareholders or securityholders
of any such other corporation or entity and vote or exercise any or all
other powers of the Corporation as the shareholder or securityholder of
such other corporation or entity,

Article XXXI. Bonds, Debentures and Notes Issued Under
an Indenture,

All bonds, debentures and notes issued under an indenture may be signed
by (a) the Chief Executive Officer, the President or any Vice President or
such other officer or agent as the Board of Directors shall authorize and by
the Corporate Secretary or any Assistant Corporate Secretary or by the
Treasurer or any Assistant Treasurer or such other officer or agent as the
Board of Directors shall authorize, or (b) such officer or officers as may
be specified in the indenture. The signature of any authorized officer of
the Corporation on bonds, debentures and notes authenticated by a
corporate trustee may be made manually or by facsimile,

Article XXXII. Amendments.

Both the Board of Directors and the Shareholders shall have the power to
alter, amend or repeal the Bylaws of the Corporation or to adopt new
Bylaws, but Bylaws enacted by the Shareholders, if expressly so provided,
may not be altered, amended or repealed by the Directors.

Notwithstanding the foregoing, Articles IV and XI' of these Bylaws may

not be amended, altered, changed or repealed without the affirmative vote
of at least two-thirds of the outstanding shares of the Corporation entitled
to vote.

! The last paragraph of Article V of the Corporation’s Articles of Incorporation, as amended, provides that the
affirmative vote of at least two-thirds or the outstanding shares entitled to vote shall be required to amend, alter,
change or repeal or to adopt any provision inconsistent with the purpose and intent of, Article V of the Articles of
[ncorporation or “Articles IV and IX of the Bylaws". In 1987, when this provision was added fo the Articles of
[ncorporation, the text of current Article XI of the Bylaws was in Article IX, Provisions that are in Article V of the
Articles of Incorporation appear in Articles XIIL, XVII, XVITl and X3CXIH of the Bylaws.

15
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Article XXXIII. Emeigency Bylaws.

The Emergency Bylaws provided in this Article XXXIII shall be operative
during any emergency notwithstanding any different provision in these
Bylaws or in the Articles of Incorporation of the Corporation or in the
Virginia Stock Corporation Act. An emergency exists if a quorum of the
Corporation’s Board of Directors cannot readily be assembled because of
some carastrophic event. To the extent not inconsistent with these
Emergency Bylaws, the Bylaws provided in the other Articles of these
Bylaws shall remain in effect during such emergency and upon the
termination of such emergency the Emergency Bylaws shail cease to be
operative unless and until another such emergency shall occur,

During any such emergency:

(a) Any meeting of the Board of Directors may be called by any officer of
the Corporation or by any Director. Notice shall be given by the
person calling the mecting. The notice shall specify the time and place
of the meeting. Notice may be given only to such of the Directors as it
may be feasible to reach at the time and by such means as may be
feasible at the time, including publication or radio. If given by mail,
messenger, electronic transmission ot telephone, the notice shall be
addressed to the Director’s address or such other place as the person
giving the notice shall deem most suitable. Notice shall be similarly
given, to the extent feasible, to the cther persons referred to in (b)
below. Notice shall be given at least two days before the meeting if
feasible in the judgment of the person giving the notice, but otherwise
shall be given any time before the meeting as the person giving the
notice shall deem necessary,

(b) At any meeting of the Board of Directors, a quorum shall consist of a
majority of the number of Directors fixed at the time in accordance
with the Articles of Incorporation. If the Directors present at any
particular meeting shall be fewer than the number required for such
quorum, other persons present, as determined by the following
provisions and in the following order of priority, up to the number
necessary to make up such quorum, shall be deemed Directors for such
particular meeting:

()  The President, if not a Director;
(ify The Executive Vice Presidents in the order of their seniority of
first election to such office, or if two or more shall have been

first elected to such office on the same day, in the order of their
seniority in age;

16
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(itii) The Senior Vice Presidents in the order of their seniority of first
election to such office, or if two or more shall have been first
elected to such office on the same day, in the order of their
seniority in age;

(iv) All other Vice Presidents at the principal office of the
Corporation in the order of their seniority of first election to such
office, or if two or more shall have been first elected to such
office on the same day, in the order of their seniotity in age; and

(v) Any other persons that are designated on a list that shall have
been approved by the Board of Directors before the emergency,
such persons to be taken in such order of priority and subject to
such conditions as may be provided in the resolution approving
the list.

{(c) The Board of Directors, during as well as before any such emergency,
may provide, and from time to time modify, lines of succession in the
event that during such an emergency any or all officers or agents of the
Corporation for any reason shall be rendered incapable of discharging
their duties.

(d) The Board of Directors, before and during any such emergency, may,
effective in the emergency, change the principal office or designate
several alternative principal offices or regional offices, or authorize the
officers so to do.

No officer, Director or employee shall be liable for any action taken in
accordance with these Emergency Bylaws so long as he or she discharges
his or her duties in accordance with his or her good faith business
Jjudgment of the best interests of the Corporation.

These Emergency Bylaws shall be subject to repeal or change by further
action of the Board of Directors or by action of the Shareholders, except
that no such repeal or change shall modify the provisions of the next
preceding paragraph with regard to action or inaction prior to the time of
such repeal or change. Any such amendment of these Emergency Bylaws
may make any further or different provision that may be practical and
necessary for the circumstances of the emergency.

17
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Article XXXIV. Control Share Acquisitions.

In the event that any acquiring person (an Acquiring Person) as defined in
Section 13.1-728.1 of the Virginia Stock Corporation Act (the Act), either
(a) fails to comply with the provisions of Section 13.1-728.4 of the Act or
(b) fails to obtain the approval of the Shareholders of the Corporation at
any meeting held pursuant to Section 13.1-728.5, then the Corporation
shall have authority, upon approval by resolution of the Board of
Directors to call for redemption, at anytime within 60 days after the last
acquisition of any such shares by such Acquiring Person or the date of
such meeting, as the case may be, and thereafier to redeem on such date
within such 60-day period as may be specified in such resolution (the
Redemption Date) all shares of Common Stock of the Corporation
theretofore acquired by the Acquiring Person in a control share acquisition
(as defined in Section 13.1-728.1 of the Act) and then owned beneficially
by such Acquiring Person, as such number of shares may be either (a)
shown on any conirol share acquisition statement or any statement or
report filed by the Acquiring Person with the Securities and Exchange
Commission under the Securities Exchange Act of 1934, as amended, or
(b} otherwise determined by the Board of Directors. The redemption price
shall be computed in accordance with Section 13.1-728.7 of the Act and
paid in cash on the Redemption Date against delivery at the principal
office of the Corporation of certificates evidencing the shares so
redeemed.

All determinations by the Board of Directors as to (a) the status of any
person as an Acquiring Person under the Act, (b) the number of shares of
the Corporation owned by such Acquiring Person, (c) the timeliness of
compliance by any Acquiring Person within Section 13.1-728.4 of the Act,
cr (d) the interpretation of the Act or this Article if made in good faith,
shall be conclusive and binding on all persons.

13
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Adopted January 26, 2007

Dominion Resources, Inc.
("Dominion”)

Corporate Governance Guidelines

ROLE AND FUNCTION OF THE BOARD

Cominion's Board of Directors (Board) is charged with the responsibility of overseeing
Dominion’s rnanagement, as well as the business and affairs of Dominion on behalf of
Dominion's shareholders. Dominion’s business is conducted by its employees under the
supervision of its Chief Executive Officer. The Board and management recognize that the
interests of Dominion are advanced by responsibly addressing the concerns of other
constituencies, including employees, customers and the communities in which Dominion
operates. These governance guidelines are intended to support the Board in its oversight
role and in fulfilling its okligation to sharehclders. The Board will review these guidelines
annually in its continuing effort to achieve this geal.

. Compaosition

1. The Board will consist of a majority of independent directars. No more than three
employees or ex-employees of the company may serve concurrently as directors. The
Board affirmatively determines a director's independence in accordance with the New
York Stock Exchange's {(NYSE) listing standards and Dominion’s independence
standards, which are adopted by the Board.

2. The Board will set the number of Directors within the range allowed by the company’s
Articles of Incorporation. The range is currently 10 to 17 Directors.

3. The Compensation, Governance and Nominating (CGN) Committee, with advice from
the CEQ and other members of the Board and management, shall screen directar
candidates. The Committee shali select candidates who represent a mix of
backgrounds and experiences that will enhance the quality of the Board’s deliberations
and decisions. Among the attributes that the Committee may consider are a
candidate’s character, judgement, diversity of experience, acumen and ability to act on
behalf of shareholders. Business and financial experience and governmental and
community service are ameng the relevant criteria. The Commitiee may also consider
in its assessment the Board’s diversity, in its broadest sense, reflecting, but not limited
to, geography, gender and ethnicity. The Committee will also consider the
independence of any candidate under the standards of independence discussed
above.

4. The company’'s CEC should be a member of the Board.
5. All Directors are elected annually by the shareholders.

. Structure
1. The Board's current committees are Audit, CGN, and Finance and Risk Oversight.
These comrittees shall report regularly to the full Board.
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The CGN Committee shall be responsible for recommending directors for placement
on the various committees. Assignments shall be based on the needs of the Board
and the expertise of the members. The Board annually shall appoint the committee
members and chairs.

The Audit and CGN Committees shall be composed of independent directors in
accordance with the current rules and regulations of the Securities and Exchange
Commission (SEC} and the NYSE. For the Audit Committee, “independence” includes
the additional requirement that the director not be affiliated with Dominion or receive
any compensation, directly or indirectly, from the company other than compensation
for services as a director. For the CGN Committee, “independence” shall include the
additional requirements for an “outside director” as specified under Rule 162(m) of the
Internal Revenue Code.

All Board committees shall have written charters that address the committees’
purposes, duties and responsibilities. Each commitiee shall conduct an annual
evaluation of its performance.

The Board may establish, from time to time, additional committees to facilitate and
assist in the execution of the Board's responsibilities.

. Operation and Responsibilities

1.

The Board shall determine whether to have a joint CEQ/Chairman position or whether
to separate these offices, taking into consideration succession planning, skills and
experience of the individuals filling these positions and other relevant factors.

The Board's independent Directors shall hold regularty scheduled executive sessions,
during which they will review the performance of senior management and discuss
other matters, as they believe necessary. Only the Board’s independent Directors
shall make decisions with respect to CEO compensation. The Chair of the CGN
Committee will lead executive sessions of independent Directors unless the Chairman
of the Board is an independent Director.

The Board shall establish the number of reguiar meetings to be held each year, and
shall hold special meetings when necessary. The CEQ shall set the Board agendas
with advice from the Directors, and such agendas and select information shall be
distributed to the Directors prior to Board meetings for their review. Directors shall
regularly receive periinent information regarding Company activities and other matiers
of interest.

Directors are expected fo attend all Board and committee meetings and to devote as
much time and attention as necessary to discharge their duties. Directors also are
expected to ensure that other commitments do not materially interfere with their
attendance at company meetings or their ability to fulfill their responsibilities as
company Directors. In addition, the CEO shall sit on no more than two other public
company Boards and non-employee members of the Board shall sit on no more than
five Boards or three Audit Committees of other public companies.

MPPO 000000031



-3-

5. The Board shall review and approve Dominion’s Code of Ethics to guide employees,
officers and, where applicable, directors in promoting high ethical standards, fiscal
accountability and compliance with all applicable laws and regulations.

6. The Board and its committees shall have the authority and funding at any time to
retain independent outside financial, legal or other advisors.

7. The CGN Commiftee shall conduct an annual assessmaeant of the Board’s effectiveness
and that of its committees,

D. Director Policies
1. Director Orientation and Education
a. Newly elected Directors will receive a briefing from the CEQ and senior

management regarding matters related to the company's core businesses. Ata
minimum, they shall be briefed on operations and strategic directions by the CEQ,
Chief Financtal Officer, Chief Legal Officer and CEQO's of the major business
segments and by the Corporate Secretary on matters related to Board governance
and membership. In addition, new Directors shall tour company facilities when
practicable.

b. Continuing education will be achieved through management presentations at Board
meetings from time to time to provide insights into aspects of the company’s
husiness or to provide employees with exposure to the Board for purposes of
management development. The Board and committees will receive updates on
any new material legal or regulatory requirements that affect the company. In
addition, Directors may periodically attend seminars conducted by organizations
outside of the company that are related to director responsibilities, governance or
industry matters.

2. Age and Term Limits
a. The Board does not believe it appropriate or necessary to limit the number of terms

a Director may serve.

b. Independent Directors shall submit their resignation not later than December 31
following their 72™ birthday, and annually thereafter. In view of the consistently
changing and increasingly competitive environments in which Dominion and its
businesses operate, Board stability and experience are essential. Accordingly, the
Board reserves the right not to accept such resignation, and to nominate such
Directors for election to the Board at the Annual Meeting of Shareholders if the
Board determines that it is in the company’s best interest.

3. Change in Job Responsibilities
a. Non-employee Directors are expected to tender their resignation to the CGN

Committee if their job responsibilities change meaningfully from those they held
when they were elected to the Board or if there is a change in circumstances that
could reagonably affect their independence. This does not mean that the
Committee will automatically accept such resignation; instead there will be an
opportunity for the Committee to determine the appropriateness of Beard
membership under such circumstances.

MPPO 000000032



4-

b. Directors who are employed by Dominion shall submit their resignation from the
Board to the CGN Committee when they conclude their employment. The CGN
Committee shall have discretion as to whether such offer will be accepted.

4. Majority Voling
a. Any Director nominee must, as stated in the Company’s bylaws, submit his or her
resignation if, in an uncontested election, more than fifty percent of the votes cast
are withheld on that Director’s election to the Board. With advice from the CGN
Committee, the Board will determine whether to accept such resignation.

b, Any Director submitting his or her resignation will abstain from participating in
deliberations or voting regarding such resignation.

5. Other Affiliations
a. Each Director will advise the Chair of the CGN Committee or the Corporate
Secretary of any affiliation or transactions with public, private or non-profit entities
so that the relationship can be reviewed to determine if it could create a potentiai
conflict of interest or possible inconsistency with Dominion's corporate policies or
practices.

8. Non-employee Director Compensation and Stock Ownership Requirements
a. The CGN Committee shall review annually and assess the compensation paid to

non-employee Directors and recommend to the Board any changes it believes are
appropriate. To assistit, the CGN Committee may retain an independent
consultant to benchmark non-employee Director compensation with that of
Dominion's peer companies. In addition, to link Directors’ compensation to
performance and to align the Board’s interests with the interests of Dominion’s
shareholders, a significant portion of the Directors' compensation may be payable
in some form of Dominion Common Stock.

b. Each Director, within four years of his or her election to the Board, shall acquire
and hold shares of Dominion Common Stock equal in value to five times the annual
retainer for service as a Director, During their term of service, Directors are
prohibited from selling shares of stock granted by the company, cther than shares
acquired as a result of option exercises.

il. MANAGEMENT AND THE BOARD

A, Board Access to Management
Board members shall have complete access to the CEQ, the Chief Financial Officer, the
Chief Legal Officer and/or General Counsel, General Auditor, cther members of senior
management and the independent auditors. Management shall be responsive to all
requests for information from Board members.

B. Development and Succession
1. The CGN Committee shall evaluate annually the CEC's performance as part of its
review of Dominion's executive compensation program. The CEO shall not be present
during the CGN Committee’s review of his performance and compensation. The CGN
Committee shall ensure that executive compensation programs align the interests of
management with those of Dominicn’s shareholders. '
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2. The CEO is responsible for developing and maintaining a process to plan for
successor chief executive officers, as well as for other key senior leadership positions.
The CEO shall review this process with the CGN Committee at least annually. The
Board has final authority to select any successor CEQ and, in the case of an
emergency, the company’s bylaws direct the process.

Risk Oversight

1. The Audit Committee shall meet pericdically with members of management, including
the Principal Accounting Officer or Controller, the Chief Legal Officer and/or General
Counsel, and the internal and independent auditors to receive and discuss reports on
Dominion's internal control systems and compliance,

2. The Finance and Risk Oversight Committee shall meet periodically with the Chief
Financial Officer, the Chief Legal Officer and other members of management
responsible for financial and risk management to receive and discuss Dominion’s
financing activities, risk assessment and risk management policies and procedures.
The Committee shall report to the Audit Committee and the Board of Directars
regarding these activities.

Management Committees

Management has established a Disclosure Committee for the purpose of ensuring that
Dominion’s disclosure controls and procedures for periodic filings with the SEC (including
the proxy statement) are in compliance with applicable laws and reguilaticns. The
Disclosure Committee, which reports to the Audit Committee quarterly, shall be comprised
of representatives of the major business functions and also the Chief Legal Officer, Chief
Information Officer, Chief Accounting Officer, General Counsel, Corporate Secretary, and
Controller. The Chief Accounting Officer shall chair the Committee.

Recovery of Performance-based Compensation

In the event financial results which are filed with the Securities and Exchange
Commission are restated due to fraud, negligence or intentional misconduct, the Board or
an independent committee will review performance-based compensation paid to officers
who are found to be personally responsible far the fraud, negligence or intentional
misconduct that caused the need for the restatement. To the extent permitted by
applicable law, the Board will seek, if it deems appropriate, the recovery of any amounts
paid in excess of the amounts that would have been paid to such officers based on the
restated financial results.

MODIFICATIONS

The operaticn of the Board is a dynamic and evolving process, as are the demands of the
marketplace. As such, the CGN Committee shall periodically review these Guidelines and
recommend proposed modifications to the Board when appropriate and when NYSE or
SEC regulations dictate.
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Adopted January 26, 2007

Dominion Resources, Inc.
("Dominion”)

Director Independence Standards

The Board of Directors of Dominion will be composed at all times of a majority of
independent directors. To be considered independent under the New Yark Stock
Exchange (NYSE) rules, a Director must not be an employee of Dominion and the
Board must affirmatively determine that a Director has no material relationship with
Dominion'. To assist it in determining director independence, the Board has
established the following standards.

1} A Director will not be independent if,
a) Within the preceding three years:

t} the Director was employed by Dominion, or had an immediate family
member?, who was an executive officer’ of Dominion;

i} the Director or an immediate family member was (but is no longer} a partner
or employee of Dominion's independent or internal auditor and personally
worked on Dominion's audit;

ii) the Director, or an immediate family member, was employed as an executive
officer of another company where any of Dominion’s present executive
officers served on that company’s compensation committee;

iv) the Director is an executive officer or employee, or has an immediate family
member who is an executive officer, of a company that made payments to, or
received payments from, Dominion in an annual amount exceeding the
greater of $1 million or 2% of such company’s consolidated gross revenues®;
or

v) the Director, or an immediate family member, received more than $100,000
during any twelve-month period in direct compensation from Dominion, other
than director and committee fees, pensicn or other forms of deferred
compensation or benefits for prior service not contingent in any way on
continued service®:

References to Dominion include any of Dominion’s consolidated subsidiaries.

An Immediate family member is a person's spouse, parents, stepparents, children, stepchildren,
siblings, mothers and fathers-in-law, sons and daughters-in-taw, brothers and sisters-in-law and
anyone wha shares the person's home (other than a tenant or an employee).

“Executive Officer” has the same meaning specified for the term “officer* in the SEC's Rule 16a-1(f).
Contributions to tax exempt organizations shall not be considerec “payments” for the purpose cf this
restriction.

Compensation received by a Director’s immediate family member for service as a non-executive -
employee of Dominicn will not be considered.

- ow
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b} or currently:

i) the Director or an immediate family member is a partner of a firm that is
Dominion’s independent or internal auditor; or

i} the Director is an employee of such a firm; or

iii} the Director has an immediate family member who is an employee of such a
firm and who participates in the firm’s audit, assurance or tax compliance {(but
not tax planning) practice.

2) Each member of Dominion’s Audit Committee must be an independent
member of the Board. For purposes of determining the independence of an
Audit Committee member, a Director must meet the independence standards
set forth in 1) above and, in addition, must meet the following criteria:

a) Audit Committee members may not receive any fees or compensation from
Dominion other than in their capacity as a Direcior or committee member; and

b) Audit Committee members cannot be affiliated persons of Dominion®,

3) At least two members of the Compensation Commitiee must be considered
outside directors under section 162(m) of the internal Revenue Code. For
purposes of being considered an outside director, the Director must not:

a) be a current or former employee of Dominion whe is receiving compensation for
prior services, or has been an officer of Dominion; and

b) have received remuneration from Dominion for reasons other than being a
director of the Company.

4) The Board will annually review commercial relationships of Directors and
determine whether any such relationships would create a conflict of interest
that would interfere with a Director’'s independence, even though such
relationships are not restricted by the standards in 1) and 2} above. In making
such a determination, the following relationships will not be considered to be
material relationships that would impair a Director’'s independence
(categorical standards):

a) the Director is an executive officer or an employee, or whose immediate family
member is an executive officer, of another company;

i) thatis indebted to Dominion, or to which Dominion is indebted, and the total
amount of either company's indebtedness to the other is less than 5% of the
total consolidated assets of either company;

i) in which Dominion owns a common stock interest, or the other company owns
a common stock interest in Dominion, and the amount of the common stock

An “affiliated pergon” as defined by the SEC's Rule 10A-3.
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interest is less than 5% of the total shareholders’ equity of the company in
which the interest is owned; or

iii) that does business with Dominion and the annual sales to, or purchases from,
Dominion in any of the last three fiscal years were less than $1 miliion or 1%
of the consolidated gross revenues of such organization.

b) the Director, or an immediate family member, has an interest in a fransaction in
which Dominion or one of its subsidiaries is a participant and the total transaction
amount is less than $120,000 or is determined by competitive bid or a fixed rate
tariff or fee schedule in conformance with governmental regutations.

The Board will annually review charitable relationships of Directors and
determine whether any such relationships would create a conflict of interest
that would interfere with a Director’s independence, even though such
relationships are not restricted by the standards in 1) and 2) above, In making
such a determination, the following relationships will not be considered to be
material relationships that would impair a Director’s independence
(categorical standards):

a) the Director, or an immediate family member, serves as an officer, director or
trustee of a charitable organization and Dominion’s or the Dominion Foundation’s
discretionary charitable contributions o the organization are less than the greater
of $1 million or 2% of the organization's total annual charitable receipts.
(Dominion’s automatic matching of employee charitable contributions will not be
included in the calculation.)

In its annual review, the Board may still determine that a Director is
independent even if that Director has a relationship that does not meet the
categoerical standards described in 3) and 4) above, so long as that
relationship does not violate the NYSE rules. If such determination is made,
the basis for the Board’s determination will be explained in Dominion’s next
proxy statement.
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Adopted February 28, 2007

Dominion Resources, Inc.
(*Dominion”)

Related Party Transaction Guidelines

Purpose :
To identify and evaluate potential conflicts of interest, independence factors and

disclosure obligations arising out of financial transactions, arrangements and
relationships between Dominion and its Related Persons (Related Party Transactions).

I. What Constitutes A Related Party Transaction
A. Related Persons
The persons and entities that should be considered Related Person(s) subject to
these Guidelines include:
» any person who is, or at any time during a fiscal year was, a Director,
Executive Officer or Nominee for Director of Dominion;
« any person who is a beneficial owner of more than 5% of Dominion’s
common stock; or
» any immediate family member' of one of the foregoing persons.

B. Related Party Transactions
Related Party Transaction is any financial transaction, arrangement or
refationship (including any indebtedness or guarantes of indebtedness)} or any
series of similar transactions, arrangements or relationships in excess of
$120,000 in which Dominion (andfor any of its consolidated subsidiaries) is a
party and in which the Related Person has or will have a direct or indirect
material interest. A list of transactions that have been determined not to be
Related Party Transactions and not subject to these Guidelines is attached as
Exhibit 1.

Il. Related Party Procedures
A. Identification of Related Party Transactions
At least annually, the Corporate Secretary shall distribute a questionnaire to the
Board of Directors, Board of Director Nominees and Executive Officers to identify
potential Related Party Transactions by including questions regarding financial
transactions, arrangements or relationships involving Related Persons.

The Corporate Secretary and General Counsel shall review the responses to
these questionnaires and assess whether any of the identified transactions
constitute Related Party Transactions and report any such Related Party
Transactions to the Compensation, Governance and Nominating (CGN)
Committee for consideration.

! Immediate family member means any child, stepchild, parent, stepparent, spouse, sibling, mother-in-
law, father-in-law, son-in-law, daughter-in-law, brother-in-law or sister-in-law of the person, and any
persen {other than a tenant or employee) sharing the person’s house.
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In the event that any further Related Party Transactions are identified during the
year; such transactions will be reviewed and considered by the CGN Committee
Chair and reported to the CGN Committee at its next scheduled mesting.

B. Review, Approval and Ratification By CGN Committee
The CGN Committee shall review all Related Party Transactions submitted and
consider the relevant facts and circumstance available to it, including:
« the benefits to Dominion,
+ the implications for a Director's independence,
« the availability of other sources for comparable products or services, and
+ the terms of the transaction and the availability of the same or similar
terms to unrelated third parties and employees in general.

The CGN Committee shall approve or ratify only those Related Party
Transactions that, based on its business judgment, it determines:
« arein, or are not inconsistent with, the best interests of Dominion and its
sharehclders, and
e are in compliance with Dominion’s Code of Ethics.

In any case where the CGN Committee determines not to ratify a Related Party
Transaction, the matter may be referred to legal counsel for review and
consultation regarding possible further action, including but not limited to,
termination of the transaction on a prospective basis, rescission of the
transaction or modification of the transaction in a manner that would permit it to
be ratified by the CGN Committee.

No member of the CGN Committee shall participate in any review, approval or
ratification of a Related Party Transaction if such member or any of his or her
immediate family members or a company where he or she is an executive officer
or a greater than 10% owner is involved. The CGN Committee shall report all
such findings under these Guidelines to the Board of Directors.

Ill. Disclosure of Related Party Transactions

Dominion will make the appropriate disclosures for Related Party Transactions and
these Guidelines as required by the Securities and Exchange Commission.
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Exhibit 1

Transactions Not Subject to Related Party Transaction Guidelines

s Any transaction with another company at which a Related Person’s only
relationship is as an employee {other than executive officer), diractor or beneficial
owner of less than 10% of that company’s shares, if the aggregate amount
involved does not exceed the greater of $1 million or 2% of that company's
consolidated gross revenues.

» Any charitable contribution, grant or endowment by Dominicn to a charitable
organization, foundation or university at which a Related Person'’s only
relationship is as an employee (other than executive officer) or a director, if the
aggregate amount involved is less than the greater of $1 million or 2% of the
organization's total annual charitable receipts. (Dominion’s automatic matching
of employee charitable contributions will not be included in the calculation.)

« Any compensation arrangement for an Executive Officer, if (a) that officer is not
an immediate family member of another Executive Officer or Director of
Dominion; (b} such compensation would be reported in the proxy statement if the
officer was a “Named Executive Officer”; or (¢) the CGN Committee approved
such arrangement.

e Any compensation paid to a Director that is required to be reported in Dominion's
proxy statement.

» Any transaction where the Related Person’s interest arises solely from the
ownership of Dominion’s common stock and all stockholders received the same
benefit (e.g. dividends)

» Any ordinary course business travel and expenses, advances and
reimbursements.

= Any products or services provided to Related Persons in the ordinary course of
Dominion's business and on substantially the same terms as those prevailing at
the time for comparable services provided to unrelated third parties or fo
Dominion’s employees on a broad basis.
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Code of Ethics B print-Friendly version
Intent

Te promote lawful and ethical behavior by all employees, officers and members of the Board of Directors and
to ensure that the Company's business is conducted according to the values of the Company and all applicable
rules, regulations and laws.

Applies to

This palicy applies to all employees and officers of the Company. This policy also applies to Directors, where
applicable.

Guidelines

The Company is committed to conducting its business ethically and with integrity. The ethical conduct of the
Company depends on the collective conduct of its employees, officers and Directors. The Company has
established the Dominian Ethics Program to coordinate compliance oversight activities company-wide. The
Ethics Program establishes processes to assist employees, officers and Directors in obtaining guidance and
resolving questions regarding ethical and compliance issues. The Company has adopted principles in the
following areas to guide employees, officers, and, where applicable, Directors, on behaving with respect,
honesty and decency towards everyone affected by our business:

Compliance with laws, regulations, rules and policies;
Appearance of good conduct and avoidance of conflicts of interast;
Loans and quarantees of obligations;

Employee relations;

Harassment;

Commitment to safety;

Commitment to excetlence;

Community relations;

Appropriate use of Company assets;

Corporate opportunities; '

Fair dealing;

Accurate Company records;

Confldential Company information;

Changes to the Code of Ethics;

Granting and disclosing waivers;

Administration of Code of Ethics;

Retaliation;

Viglations,

Each of these principles is described briefly in the paragraphs that follow. (Select any link for quick access.)
Compliance with laws, regulations, rules and policies

Each employee and officer is expected to be familiar and comply with all of the policies of the Company that
apply to their employment. In addition, a commitment ta ethical conduct requires that employees and officers
comply with the spirit of the law as well as the letter of the law. It is the duty of each empioyee and officer to
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know, understand and comply with any laws, regulations, and rules that apply in his/her job. Vioiating the law
can seriously damage the Company's reputation, subject tha Company to liahility, and subject the employee
or officer to personal liability. Questions concarning any legal responsibility should be referred to the Law
Department. Examples of some significant laws and regulations are:

Antitrust Laws;

Environmental Laws and Regulations;

Nuclear Regulatory Commission Regulations;
Electric Safety Requirements;

Pipeline Safety Requirements;

Employee Health and Safety Laws and Regulations;
Labor and Employment Laws;

Securities Laws;

Sarbanes-Oxley Act of 2002;

Affiliate Transaction and Code of Conduct Reguiations;
Other Governmental Regulatory Requirements.

a "9 8BS B e 80P

~ Top
Appearance of good canduct and avoidance of conflicts of interest

Fach employee, officer and Director has a responsibility not only to do the right thing but also to avoid
behavior that could be perceived as failing to do the right thing. Employees, officers and Directors should
always act in the best interest of the Company and avoid even the appearance of a conflict of interest. A
conflict of interest occurs when an individual's private interest interferes in any way with the interests of the
Company as a whole. A confiict situation can arise when an employee, officer or Diraector takes actions or has
interests that may make it difficult to perform his or her Company work objectively and effectively, Cenflicts of
interest also arise when an employea, officer or Director, or a member of his or her family, receives improper
personal benefits as a result of his or her pasition with the Company. (To obtain additional guidance,
employees and officers shouid see "Conflict of Interest” policy.)

Loans and guarantees of obligations

The Company has determined that the making of any new guarantees or lgans o executive officers, Directors,
and their family members is prohibited.

~ Top
Employee relations

Each employee and officer should promote diversity, inclusiveness, and understanding in the workplace by
valuing the individuality and creativity that every employee brings to the Company. The Company is
committed to hiring, placing and promoting employees on the basis of ability and merit and evaluating
employees on a fair and consistent basis.

Harassment

Management firmly believes that harassment of any kind seriously undermines the integrity of the
employment relationship and respect for human dignity. The Company is committed to providing a work
environment free from harassment, intimidation, and coercion based on or related to race, sex, religion,
national origin, age, disability, or any other classification protected by law. Each employee and officer has a
responsibility to uphold the Company's commitment to provide a workplace free from harassment of any kind.

~ Top
Commitment to safety

Each employee and officer should perform his/her job safely at all times, protecting the public, customers,
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other employees and themselves from injury. It is each employee's responsibility to look out for and resolve
unsafe situations. An employee should immediately report to management any unsafe situation he/she is
unable to resolve.

Commitment to excellence
Each employee and officer should:

* Represent the Company with dignity and in a respectful mannar.
¢ Strive for continuous improvement and maximize efficiency in his/her job.
s Work with others to achieve the commaon goal of quality service.

~ Top
Community relations

Officers and employees should be responsible ¢ltizens of our local, state and natlonal communities. The
Company supports civic projects and community pregrams that contribute to the improvement of our society
and encourages employee participation in these projects and programs.

Appropriate use of Company assets

Each employee, officer and Director has a responsibility to properly use Company property, facilities and
equipment, This responsibility includes protecting Company nroperty from loss, theft, abuse and unauthorized
use. All Company assets should he used for legitimate business purposes.

~ Top
Carporate Opportunities

Employees, officers and Directors are prohibited from (a) taking for themselves, personally, opportunities that
are discovered through the use of corporate property, information or position; (b) using corporate property,
informaticn, or position for personat gain; and {(c) competing with the Company. Employees, officers and
Directors owe a duty to the Company to advance its legitimate interests when the opportunity to da so arises.

Fair Dealing

Each employee, officer and Director shouid endeavor to deai fairly with the Company's customers, suppliers,
campetitors and employees. None should take unfair advantage of anyene thirough manipulation,
concealment, abuse of privileged information, misrepresentation of material facts, or any other unfair-dealing
practice. '

~ Top
Accurate Company records

It is important that the Company maintain accurate and reliable records that meet, applicable legal, financial,
regulatory and management requirements. Each employee and officer has a responsibiiity to ensure all
Company records, such as accounts, reports, bills, invoices, work and timekeeping records, and
correspondence are accurate and maintained in accordance with the applicable document and data retention
policies of his/her applicable business area. The Company's Chief Executive Officer, Chief Financial Officer,
Principal Accounting Officer, Controller, and Treasurer ("Senior Financial Officers"), are responsible for
ensuring that the Company's financial statements, public reports and communications contain disclosure that
is full, fair, accurate, timely and understandable. In that regard, the Senlor Financial Officers are responsible
for establishing and maintaining effective disclosure controls and procedures and internal controls and
procedures for financial reporting,
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Confidential Company information

Confidential information 1s any non-public information that - if disclosed - would be damaging to the best
interests of the Company or might be of use to competitors. Each employee, officer and Director has a
responsibility to hold all confidential information ebtained from the Company or its customers in confidence,
except when disclosure is authorized or legally mandated, Confidential information should not be shared with
the media, competitors or any other third parties. If there is any doubt about whether such information has
been publicly released or if disclosure is legally mandated, the employee, officer or Director should contact
Corporate Communications, the Law Department, or Investor Relations for guidance.

~ Top
Reporting violations

If an employee or officer knows about or suspects misconduct, illegal activities, fraud, misuse of Company
assets or violations of Company policies, hefshe has a duty to report his/her concerns. Employees are
encouraged to report any such concerns to their supervisor, the Dominion Law Department, Dominion Audit
Services, the Dominion Complianca Line or the Dominion Compliance Line Online. {Calls and Internet repoits
can be anonymous), There will be no retribution against any employee making such a report in geod faith.

In addition, each year all non-union employees will be sent 2 Compliance Survey in which they are asked
whether they are aware of violations of laws, regulations or Dominion pclicles during the preceding year. This
survey also serves as a certification that each employse who completes the survey has read and understands
the Company's Code of Ethics. However, employees should not wait for the Compliance Survey to report
violations. Violations should be reported as soon as they are discovered or suspected.

Changes to the Code of Ethics

The Audit Committee may approve any updates or changes to the provisions of this Code and will report any
such changes or updates to the Beard of Directors. Additionally, any updates or changes to the provisions of
this Code must be publicly disclosed in a prompt manner.

~ Tap
Granting and disclosing waivers

Any waiver of the provisions of this Code for Senior Financial Officers or Directors may be made only by the
Board of Directors or the Board committee to which such responsibility has been delegated. Any waiver of the
provisions of this Code for Senior Finangiat Officers or Qirectors must be publicly disclosed in & prompt

manner.
Administration of Code of Ethics

The Company's General Counsel serves as the Company's Chief Compliance Officer. As such, he/she appoints
several high |level officers to serve as Compliance Officers. Each Compliance Officer Is respansible for ensuring
that the Company's Ethics Program functions effectively within his or har area of responsiblility and for
ensuring that the Code of Ethics is effactively communicated to employees and implemented on an ongoing
basis.

The Chief Compliance Cfficer appoints a Deputy General Counsel, Compliance to handle the day-to-day
administration of the Dominicn Ethics Program.

Retaliation

It is a violation of this policy for any Company employee, officer or Director to retaliate or discriminate,
directly or indirectly, or encourage others to do so, against an Individual who reports a suspected violation or
provides information relevant to an investigation of any conduct which the individual reasonably believes to be
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a violation of applicable laws, regulations, or Company policias.
~ Top
Violations

The Company will investigate any violation or suspected violation of this Code and take appropriate corrective
action. Disciplinary action may include termination, referral for criminal prosecution, and/for reimbursement to
the Company for any losses or damages resulting from violatlons of the Code of Ethics. Examples of violations
include:

s Authorizing or participating in actions which violate applicable laws, regulations, or Company policies.
e Failing to report a violation ar willfully withhoiding relevant and material information concerning a

violation.
s Retaliating against individuals who report or assist in investigations of suspected violations of applicable
laws, regulations, or Company policies.

~ Tap

Copyright @ 2007 Dominion
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DRS Services Agreement

This DRS Services Agreement (this "Agreement") is entered into as of the 1st day of
January, 2003, by and The East Ohio Gas Company, an Ohio corporation (the "Company*),
and DOMINION RESOURCES SERVICES, INC., a Virginia corporation, ("DRS"). DRS is
sometimes referred to herein as "Service Company”,

WHEREAS, each of the Company and DRS is a direct or indirect wholly-owned
subsidiary of Dominion Resources, Inc. ("Dominion"), a registered holding company subject
to regulation as such by the Securities and Exchanpe Commission (“SEC™) under the Public
" Utllity Holding Company Act of 1935 (1935 Act™);

WHEREAS, DRS has been formed for the parpose of providing administrative,
management and other services to Dominion and its subsidiaries ("Dominion Companies™) as a
subsidiary service company under Rule 88 of the miles and regulations of the SEC for
{raplementation of the 1935 Act, 17 C.B.R. Section 250.88;

WHEREAS, the Company believes that it is in the interest of the Company to provide
for an arrangement whereby the Company may, from time to time and at the option of the
Company, agree to purchase such administrative, management and other services from DRS;

NOW, THEREFORE, in consideration of the mutual covenants contained herein and
other valuable consideration, the receipt and sufficiency of which are hereby acknowledged,
the parties hereto, intending to be lepally bound, hereby agree as follows:

I. SERVICES OFFERED. Exhibit I hereto lists and describes all of the services that
are available from DRS. DRS hereby offers to supply those services {o the Company. Such
services are and will be provided to the Company only at the request of the Company.

II. SERVICES SELECTED.

A.  Initia] Selection of Services. Exhibit H lists the services the Company hereby
agrees to recelve from DRS.

B. Annual Selection of Services. DRS shall send an anmual service proposal form
to the Company on or about December 1 listing services proposed for the coming calendar
year. By December 31, the Comapany shall notify DRS of the services the Company has
elected to receive from DRS during the following calendar year.

III. PERSONNEL. The DRS will provide services by utilizing the services of such
executives, accountants, financial advisers, technical advisers, attorneys, engineers, geologists
and other persons as have the necessary qualifications.
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If necessary, DRS, after consultation with the Company, may also arrange for the
services of nonaffiliated experts, consuliants and atiorneys in connection with the performance
of any of the services supplied under this Agreement.

IV. COMPENSATION AND ALLOCATION. As and to the extent required by law,
DRS will provide such services at cost. Exhibit III hereof contains rules for determining and
allocating costs for DRS.

V. TERMINATION AND MODIFICATION,

A, Modification of Sexrvices. The Company may modify its selection of services at
any time during the calendar year by giving DRS written notice of the additional services it
wishes to receive, and/or the services it no longer wishes to receive, from DRS. The
requested modification in services shall take effect on the first day of the first calendar month
beginning at least thirty (30) days after the Company sent written notice to DRS.

B. Modification of Other Terms and Conditions. No other amendment, change or
modification of this Agreement shalf be valid, unless made in writing and signed by all parties
hereto,

C.  Termination of this Agreement. The Company may terminate this Agreement
by providing sixty (60) days advance written notice of such termination to DRS. DRS may
terminate this Agreement by providing sixty (60) days advance written notice of such
termination to the Company,

This Agreement is subject to termination or modification at any time to the extent its
performance may conflict with the provisions of the 1935 Act, or with any rule, regulation or
order of the SEC adopted before or after the making of this Agreement. This Agreement shall
be subject to the approval of any state commission or other state regulatory body whose
approval is, by the Jaws of said state, a legal prerequisite to the execution and delivery or the
performance of this Agreement.

VI. NOTICE. Where written notice is required by this Apreement, said notice shall be
deemed given when mailed by United States registered or certified mail, postage prepaid,
return receipt requested, addressed as follows: ‘

MPPO (000000071



a. To the Company:

The Fast Ohio Gas Company
1717 East Ninth Street
Cleveland, OH 44114

b. To DRS:
Dominion Resources Services, Inc,

120 Tredegar Street
Richmond, VA 23219

VII. GOVERNING I.LAW. This Apreement shall be governed by and constroed in
accordance with the laws of Virginia, without regard to their conflict of laws provisions.

VII. ENTIRE AGREEMENT. This Agreement, together with its exhibits, constitutes
the entire understanding and agreement of the parties with respect to its subject matter, and
effective upon the execution of this Agreement by the respective parties hersof and thereto, any
and all prior agreements, understandings or representations with respect to this subject matter
are hereby terminated and cancelled in their entirety and are of no further force and effect.

X. WAIVER, Na waiver by any party hereto of a breach of any provision of this
Agreement shall constitute 4 waiver of any preceding or succeeding breach of the same or any
other provision hereof.

X. ASSIGNMENT. This Agreement shall inure to the benefit of and shall be binding
upon the parties and their respective successors and assigns. No assignment of this Agreement
or any party's rights, interests or obligations hereunder may be made without the other party's
consent, which shall not be unreasonably withheld, delayed or conditioned; provided,
however, that, subject to the réquirements of applicable state and federal regulatory law, either
party gmay assign its rights, interests or obligations under this Agreement to an affiliate as that
term is defined in the 1935 Act, without the consent of the other party.

X1, SEVERABILITY. If any provision or provisions of this Agreement shall be held
to be invalid, illegal, or unenforceable, the validity, Jegality, and enforceability of the
remaining provisions shall in no way be affected or impaired thereby.

XH. EFFECTIVE DATE. This Agreement is affective as of Jamary 1, 2003,
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IN WITNESS WHEREOF, the parties have caused this Agreement to be duly executed

as of the date first above mentioned.,
THE FAST OHIO GAS COMPANY

o DA

G. Scott Hetzer
Senior Vice President and TYeasurer

_ DOMINION RESOURCES SERVICES, INC.

President

Byﬂ@ﬁ,ﬁ-‘w__
Mary C. Dbswell . . .
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EXHIBIT I

DESCRIPTION OF SERVICES OFFERED BY DRS
UNDER THIS DRS SERVICES AGREEMENT

1. Accounting, Provide advice and assistance to Dominion Companies in
accounting matters, including the development of accounting practices, procedures and
controls, the maintenance of the general ledger and related subsidiary systems, the preparation
and analysis of financial reports, and the processing of certain accounts such as accounts
payable, accounts receivable, and payroll,

2. Auditing. Periodically audit the accounting records and other records
maintained by Dominion Companies and coordinate their examination, where applicable, with
 that of independent public accountants. The audit staff will report on their examipation and
submit recommendations, as appropriate, on improving methods of internal control and
accounting procedures.

3.  Llegal and Regulatory. Provide advice and assistance with respect to
legal and regulatory issues as well as regulatory compliance, including 1935 Act awthorizations
and compliance and regulatory matters under other Federal and State laws,

4. Information Technology, Electronic Transmission and Computer
Services. Provide the organization and rescurces for the operation of an information
technotogy function including the developroent, implementation and operation of a centralized
data processing facility and the management of a telecommunications network. This fonction
includes the ceniral processing of computerized applications and support of individual
applications in Donvinion Companies. Develop, implement, and process those computerized
applications for Dominfon Companies that can be economically best accomplished on a
centralized basis. :

5. Software Pooling. Accept from Dominion Companies ownership of and
rights to use, assign, license or sub-license all software owned, acquired or developed by or
for Dominion Companies which Pominion Companies can and do transfer or assign to it.
Preserve and protect the rights 1o all such software to the extent reasonable and appropriate
under the circumstances; license Dominjon Companies, on a non-exclusive, no-charge or at-
cost basis, to use all softwarc which DRS has the right to sell, license or sub-license; and, at
the relevant Dominion Companies’ expense, permit Dominion Companies to enhance any such
software and license others to use all such software and enhancements to the extent that DRS
shall have the legal right to so permit.
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6. Employee Bepefits/Pension Investment. Provide central accounting for
employee benefit and pension plans of Dominion Companies. Advise and assist Dominion
Companies in the administration of such plans and prepare and meaintain records of employee
and company accounts under the said plans, together with such statistical data and reports as
are pertinent to the plans.

7. Human Resources. Advise and assist Dominion Companies in the
formulation and administration of human resources policies and programs relating to the
relevant Dominion Companies’ labor relations, personnel administration, training, wage and
salary administration and safety.

3. Operations. Advise apd assist Dominion Companies in the study,
.plamnng, engineering and consiruction of energy plant facilities of each Domindon Company
and of the Dominion Companies as a whole, and advise, assist and manage the planuning,
engineering (including maps and records) and construction operations of Dominion Companies.
Develop long-range operational programs for all the Dominion Companies and advise and
assist each such Dominion Company in the coordination of such programs with the pmgrams
of the other Dominion Companies.

9. Executive and Administrative. Advise and assist Dominion Companies
in the solution of major problems and in the formulation and execution of the general plans and
policies of Dominion Companies. Advise and assist Dominion Companies as to operations, the
issuance of securities, the preparation of filings arising out of or required by the various
Federal and State securities, business, public utilities and corporation laws, the selection of
executive and administrative personnel, the representation of Dominjon Companies before
regulatory bodies, proposals for capital expenditures, budgets, financing, acquisition and
disposition. of properties, expansion of business, rate structures, public relanonsb.lps and other
related matters,

10.  Business and Operations Services. Advise and assist Dominion
Companies in all matiers relating to operational capacity and the preparation and coordinstion
of operating studies. Manage Dominion Companies’ purchase, movement, transfer and
accounting of fuel and gas volumes, Corapile and communicate information relevant to
company operation. Perform general business and operations support services, including
business, plant and facilities operation, maimtenance and management, travel, aviation, fleet
and mail services, '

11.  Exploration and Development. Advise and assist Dominion Companies
in all geological and exploration matters including the acquisition and surrender of acreage and
the development of underground storage facilities.

12,  Risk Management. Advise and assist Dominion Companies in securing
requisite insurance, in the purchase and administration of all property, casualty and marine
insurance, in the settlernent of insured claims and in providing risk prevention advice.
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13. Manketing. Plan, formulate and implement warketing prograrns, as well
as provide associated marketing services to assist Dominion Companies with improving -
customer satisfaction, load retention and shaping, growth of energy sales and deliverics,
energy conservation and efficiency. Assist Dominton Companies in carrying out policies and
programs for the development of plant locations and of industrial, commercial and wholesale
markets and assist with community redevelopment and rehabilitation programs,

14.  Medical. Direct and administer all medical and health activities of
Drominion Companies. . Provide systems of physical examination for employment and other
purposcs and direct and administer programs for the prevention of sickness.

15,  Corporate Planning. Advise and assist Dominfon Companies in the
study and planning of operations, budgets economic forecasts, capital expenditures and special
projects.

16,  Supply Chain. Advise and assist Dominion Companies in the
procurcment of real and personal property, materials, supplies and services, conduct purchase
negotiations, prepare procurement agreements and administer programs of material control.

17.  Rates, Advise and assist Dominion Companies in the analysis of their
rate structure in the formutation of rate policies, and in the negotiation of large comixacts,
Advise apd assist Dominion Companies in proceedings before regulatory bodies nvolving the
rates and operations of Dominion Companies and of other competitors where such rates and
operations directly or indirectly affect Dominion Companies.

18.  Research. Investigate and conduct research into problems relating to
production, utilization, testing, manufacture, transmission, storage and distribution of energy.
Keep abreast of and evaluate for Dominion Compandes 2fl research developments and
programs of significance affecting Dominion Companies and the energy industry, conduct
research and development in promising areas and advise and assist in the solution of technical
problems arising out of Dominion Companies’ operations.

19.  Tax. Advise and assist Dominion Companies in the preparation of
Federal and other tax returns, and generally advise Dominion Companies as to any problems
involving taxes including the provision of due diligence in connection with acquisitions.

20. Corporate Secretary. Provide all necessary functions required of a
publicly held corporation. Ceprdinate information and activities among sharcholders, the
transfer agent, and Board of Directors. Provide direct services to security holders. Prepare
and file required annual and interine reports to shargholders and the SEC. Conduct the annual -
meeting of shareholders and ensure proper maintenance of corporate records.

21.  Investor Relations. Provide feir and accorate analysis of Dominion and
its operating subsidiaries and its outlook within the financial community. Enhance Dominion's
position in the energy industry. Balance and diversify shareholder investment in Dominion
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through a wide range of activities. Provide feedback to Dominion and its operating subsidiaries
regarding investor concerns, trading and ownerships. Hold periodic analysis meetings, and
provide various operating data as requested or required by investors.

22,  Environmental Compliance. Provide consulting, cleanup, and other
activities as required by Dominion Companies to ensure full compliance with applicable
environmental stafutes and regulations.

23.  Customer Services. Provide services and systems dedicated to customer
service, inchiding billing, remittance, credit, collections, customer relations, call centers,
energy conservation support and metering.

24,  Epergy Markeﬁng. Provide services and systems dedicated to energy
marketing, including marketing and trading of energy commodities, and energy price risk
management and development of marketing and sales programs in-physical and financial
markets,

25.  Treasury/Finance. Provide services related to managing all
administrative activities associated with financing, including management of capital stracture;
cash, credit and risk management activities; investment and commercial banking relationships;
oversight of decommissioning trust funds and general financing activities,

26.  External Affairs. Provide services in support of corporate strategies for
managing relationships with federal, state and local governments, agencies and legislative
bodies, Formulate and assist with public relations, advertising, and external/internal
communications programs and with the administration of corporate contribution and
community affairs programs.
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EXHIBIT I
SERVICES THE COMPANY AGREES TO RECEIVE FROM DRS
SERVICE YES NO

Accounting
Auditing
Legal and Regulatory

Information Technology, Electric Transmission and
Computer Services

Software Pooling
Employee Benefits/Pension Investment

Ll e
Mo oM

Human Rescurces

Operations

Executive and Administrafive

10.  Business and Operations Services

® ® N oW

11.  Exploration and Development
12, Risk Management

13.  Marketing

14,  Medical

15. Corporate Planning

16,  Supply Chain

17. Rates
18. Research
19. Tax

20.  Corporate Secretary

21.  Investor Relations

22, Bovironmental Compliance
23. Customer Services

24,  Energy Marketing

25.  Treasury/Finance

26..  External Affairs

Ll B B B B S S S B B - - -
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EXHIBIT X

METHODS OF ALLOCATION FOR DRS

DRS shall allocate costs among companies receiving service from it under this and similar
service contracts using the following methods:

I

The costs of rendering service by DRS will include all costs of doing business including
interest on debt but excluding a return for the use of equity capital for which no charge
will be made to Dominion Companies.

A, DRS will maintain a separate record of the expenses of each department. The
expenses of each depariment will include:

1. those expenses that are directly attributable to such department, and

2, an appropriate portion of those office and hougekeeping expenses that are
not directly attributable to a department but which are necessary to the
operation of such departnent.

B. Expenses of the department will include salaries and wages of employees, rent
and utilities, materials and supplies, depreciation, and all other expenses
attributable to the department. The expenses of a department will not include;

1, those incremental out-of-pocket expenses that are incurred for the direct
benefit and convenience of an individual Dominion Company or group of
Dominion Companies,

2, DRS overhiead expenses that are attributable {0 maintaining the corporate
existence of DRS, and all other incidental overhead expenses including
those anditing fees, internal auditing department expenses and accounting
department expenses attributable to DRS,

C. DRS will establish annuval budgets for controlling the expenses of each

department and for determining estimated costs to be included in interim
monthty billing,

A.  Employees in each department will be divided into two groups:

1. Group A will include those employees rendering service to Dominion
Companies, and
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VI

2. Group B will include those office and genera] service employees, such as
secretaries, file clerks and administrative assistants, who generally assist
employees in Group A or render other housekeeping services and who
are not engaged directly in tendering service to each Dominion Company
or a group of Dominjon Companies.

B.  Expenses set forth in Section Il. above will be separated to show:
1. salaries and wages of Group A employees, and
2. all other expenses of the department.

C.  There will be atiributed to each dollar of a Group A employee's salary or wage,
that percentage of all other expenses of such employee’s department (as defined
in B above), that such employee’s salary or wage is to the total Group A salaries
and wages of that department.

D, Group A employees int each department will maintain a record of the time they
are employed in rendering service to each Dominion Company or group of
Dominion Companies. An hourly rate will be determined by dividing the total.
expense attributable to a Group A employee as determined under subsection C
above by the productive hours reported by such employee.

The charge to the Dominion Company for a particular service will be determined by
multiplying the hours reported by Group A employees in rendering such service to each
Dominjon Company by the hourly rates applicable to such employees. When such
employees render service to a group of Dominion Companies, the charge to each
Dominion Company will be determined by multiplying the hours attributable to the -
Dominion Company under the allocation formulas set forth in Section IX of this Exhibit
by the hourly rates applicable to such employees,

To the extent appropriate and practical, the foregoing computations of hourly rates and
charges may be determined for groups of employees within reasonable salary range
Jimits.

© Those expenses of DRS that are not included in the ammal expense of a department

under Section 11, above will be charged to Dominion Companies recelving service as
follows: :

A. Incremental out-of-pocket costs incurred for the direct benefit and convenience
of a Dominion Company or group of Dominion Companies will be charged
directly to such Dominion Company or group of Dominion Companies. Such
costs incurred for & group of Dominion Companies will be allocated on the basis
of an appropriate formula.
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B. DRS overhead expenses referred to in Section IT above will be charged to the
Dominion Company either on the proportion of direct charges to that Dominion
Company or under the allocation formulas set forth in Section IX of this

Notwithstanding the foregoing basis of determining cost allocations for billing
. purposes, cost allocations for certain services involving machine operations, production

or service units, or facilities cost will be determined on an appropriate basis established

* Monthly bills will be issued for the services rendered to the Dominion Company on an

actual basis, However, if such actual information is not available at the time of
preparation of the roonthly bill, estimates may be used, Estimates will rormally be
predicated on service department budgets and estimated productive hours of employees
for the year. At the end of each quarter, estimated figures will be revised and
adjustiments will be made in amounts billed to give effect to such revision.

When Group A employees render services to a group of Dominion Companies, the

following formulas shall be used to allocate the time of such employees to the

A.  The Sexrvice Department or Function fornulas to be used when employees
render services to all Dominion Companies pammparmg in such service, for the

Accounts Payable Processing

Fixed Assets Accounting

~ Accounts Receivable Processimg

Information Technology, Electronic

Transmission, and Computer Services:

LDC/EDC Computer Applications

Other Computer Applications

Basis of Allocation

Exhibit,
'
by DRS.,
VIO
IX
individual Dominion Companies receiving such service:
services indicated are set forth below.
Service Department
or Fonction
Accouniing:
Payroll Processing

Number of employees on the previous December
31"

Number of accounts payable documents processed
during the preceding year ended December 31st.
Dominion Company fixed assets added, retired or
transferred during the preceding year ended
December 31st. _ _

Number of payments processed during the
preceding year ended December 31st.

Number of customers at the end of the preceding
year ended December 31st.

Number of users or usage of specific computer
systems at the end of the preceding year ended
December 31st,
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Service Depariment
or Function
Network Computer Applications

Telecommunications Applications

Empioyee Bencfits/Pension Invesiment:

Employee Benefits/
Pension Investments

Human Resources:

Human Resources

Business and Operations Services:
Erergy Services

Facility Services

Fleet Administration

Security

Gas Supply

Risk Management;
Risk Management

Marketing:
Shared Projects

Other Indirect Costs

Medical:
Medical Services

Basis of Allocation

Number of network devices at the end of the
preceding year ended December 31st,
Number of telecommunications units at the end of

-the preceding year ended December 31st

The number of employee and anmuitant accounts
as of the preceding December 31st.

- The nmumber of employees as of the preceding

December 31st.

Brergy sale and deliveries for the preceding year
ended December 31%,

Square footage of office space as of the preceding
year ended December 31st,

Number of vehicles as of the preceding December
31st

The number of employees as of the preceding
December 31st.

Gas volumes puchased for each Dominion
Company for the preceding year ended December
31st.

Insurance premiums for the preceding year ended
December 31st.

Annwal marketing plan expenses for the preceding
year ended December 317,

Total marketing direct and shared project costs
billed to each Dominion Company for the
preceding year emded December 31st.

Number of employees on the previous December
31%,
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Corporate Planning:

Corporate Planning

Supply Chain:
Purchasing

Materials Management

Tax:
Tax Accounting and Compliance

Customer Services:

Customer Payment (Remittance)
Processing

Other Customer Services

Treasury/ Finance:

Treasury and Cash Management

Rates

Research

Total capitalization recorded at preceding
December 31st.

Dollar value of purchases for the preceding year
ended December 31st.
Material inventory assets as of the preceding year
ended December 31st.

The sum of the total income and total deductions
as reported for Federal Tncome Tax purposes on
the last return filed.

Number of customer payments processed during
the preceding year ended December 31st.

For metering, the number of gas or electric meters
for the preceding year ended December 31%;
otherwise the number of customers for the
preceding year ended December 317,

Total capitalization recorded at preceding
December 31%,

Total regulated company operating expenses,
excluding purchased gas expense, purchased
power expense (including fuel expenss), other
purchased products and royalties, for the
preceding year ended December 31st.

Gross revemues recorded during the preceding
year ended December 31st,
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B.  Company Group Formulas to be used in the absence of a service department or
function formula or when service rendered by employees is for a different group of
Dominion Companies than those companies regularky participating in such service;

Company Group Basis of Allocation
All Dominion, Companies Total operating expenses, excluding purchased
(includes all Dominion pas expense, purchased power expense (inchuding
Companies except DRS) fuel expense), other purchagsed products and

royalties, for the preceding year ended December
31* for the affected Dominion Companies.

C.  If the use of a basis of allocation would result in an inequity because of a change in

operations or organization, then DRS may adjust the basis to effect an equitable
distribution,
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Dominion Resautoes Services, Inc.
P.O. Box 26332, Richmond, Visginia 23261

‘ Dominion-

The East Ohio GGas Company
1717 East Ninth Street
Cleveland, OH 44114

Effective January 1, 2003, The Bast Ohio Gas Company entered into a revised services
agreement (“Revised Services Agreement”) with Dominion Resources Services, Inc. (DRI
Services”). Pursuant to the Revised Services Agreement your company (“Company™) initially
elected to take certain services from DRI Services.

Under the terms of the Revised Services Agreement the Company is to be provided, on
an annual basis, with the opporfunity to select those services which it desires to receive from
DRI Services. Accordingly, DRY Services hereby requests that the Company acknowledges its

election to continue receiving services from DRI Services by having an authorized officer sign in

the space below. The Company may choose to modify its selection of services at this time by
providing DRI Services with written notice of such modification. Until DRI Services has been
so notified, it will continue to offer and provide the Company thh the initial services elected
under the Revised Services Agreement,

Effective January 1, 2005,
JDominicn Resources Services, Inc,
Mary C. Dhswell
President and Chief Executive Officer
*Seen and Agreed:
The Hast Ohio Gas Company

G. Scott Hetzer
Senior Vice Previddnt and Treasurer

¥Please have an authorized officer of the Company sign this letter and retum to Dominion

Resources Services, Inc., o/o Karen Chapman, 100 Tredegar Street, Richmond, Virginia 23219,

Any questions may be directed to Sharon Burr at (804} 819-2171.
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DRS COST ALLOCATION MANUAL - 2005

A. Overview

The purpose of this Accounting Policy and Cost Allocation Manual is to provide information
related to the accounting practices and procedures for assigning the costs of Dominion Resources
Services, Inc. (DRS) to Dominion Resources, Inc. (DRI) and its subsidiaries.

Background:

DRS is a “service company” as defined by the Public Utility Holding Company Act of 1935
(PUHCA). As such, DRS is subject to Securities & Exchange Commission (SEC) regulation.
Its purpose is to provide cost effective, centralized services to other subsidiaries of Dominion
Resources. These subsidiaries are referred to as “affiliates’.

Specific rules exist which govemn the provision of services by DRS to affiliates. These rules
are defined in the *‘DRS Services Agreement’, which has been approved by the Securities &
Exchange Commission (SEC) and our various state regulatory commissions.

SEC rules specify that:
= all services provided between DRS and its affiliates will be provided “at cost’
» time records will be maintained to support billing for services rendered
= any allocation methodologies utilized will be approved under the Services Agreement
= changes to allocation methodologies must be approved by the SEC

The DRS Services Agreement authorizes a specific group of services to be provided by DRS
to affiliates. Each department or function within DRS has been placed within a specific
‘DRS service function’. Affiliates have certain options as to what services they elect to
receive from DRS.

DRS utilizes a “work order” system to ensure that costs are properly accumulated and
distributed in a fair and equitable manner to all affiliates that benefit from its services. Time
records are maintained for all Service Company employees to support the costs that are
assigned to each afTiliate. DRS costs are assigned in their entirety and no residual profit or
loss remains on the books.

. Services Provided and Received by DRS

o An approved DRS Services Agreement must be executed between DRS and any DRI
affiliate receiving services from DRS. The Service Agreement should be in place prior to
the affiliate receiving any such service. Typically, DRS Service Agreements are generally
established for each first-tier and second-tier subsidiary of DRI, depending on their level

1 of 26 .
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of financial and operational activity.

s Occasionally, DRS may receive services from other DRI affiliates. An approved
Ancillary Services Agreement describing the services to be provided must be executed by
the Law department prior to DRS receiving any such services.

» Additional approvals from state regulatory commissions may be required for regulated
companies to provide services to DRS. For example, Virginia Power provides services to
DRS under the “VP Support Agreement”.

¢ DRS may also receive services on behalf of other affiliates, as required by certain
regulatory commissions. For example, Virginia Power is required to “flow through”
DRS the cost of services it provides to other DRI affiliates. DRS bills these services
directly to those affiliates.

e The cost of services billed to DRS by DRI affiliates must be at cost.

e When billing services to other DRI affiliates, care must be exercised to align costs billed
with the “cost cansation” standard. (Affiliates whose operations give rise to the costs
should pay for the costs via proper charging and billing.) DRS’ philosophy is to
apportion its costs in a fair and equitable manner.

C. DRS Services Agreement — Services Provided

DESCRIPTION OF SERVICES OFFERED BY DRS
UNDER THIS DRS SERVICES AGREEMENT

L. Accounting. Provide advice and assistance to Dominion Companies in
accounting matters, including the development of accounting practices, procedures and controls,
the maintenance of the general ledger and related subsidiary systems, the preparation and
analysis of financial reports, and the processing of certain accounts such as accounts payable,
accounts receivable, and payroll.

2. Auditing. Periodically audit the accounting records and other records
maintained by Dominion Companies and coordinate their examination, where applicable, with
that of independent public accountants. The audit staff will report on their examination and
submit recommendations, as appropriate, on improving methods of internal control and
accounting procedures.

3. Legal and Regulatory., Provide advice and assistance with respect to legal
and regulatory issues as well as regulatory compliance, including 1935 Act authorizations and
compliance and regulatory matters under other Federal and State laws.
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4, Information Technology, Electronic Transmission and Computer Services.
Provide the organization and resources for the operation of an information technology function

including the development, implementation and operation of a centralized data processing
facility and the management of a telecommunications network. This function includes the
central processing of computerized applications and support of individual applications in
Dominion Companies. Develop, implement, and process those computerized applications for
Dominion Companies that can be economically best accomplished on a centralized basis.

5. Software Pooling. Accept from Dominion Companies ownership of and
rights to use, assign, license or sub-license all software owned, acquired or developed by or for
Dominion Companies, which Dominion Companies can and do transfer or assign to it. Preserve
and protect the rights to all such software to the extent reasonable and appropriate under the
circumstances; license Dominion Companies, on a non-exclusive, no-charge or at-cost basis, to
use all software which DRS has the right to sell, license or sub-license; and, at the relevant
Dominion Companies’ expense, permit Dominion Companies to enhance any such software and
license others to use all such software and enhancements to the extent that DRS shall have the
legal right to so permit.

6. Employee Benefits/Pension Investment. Provide central accounting for
employee benefit and pension plans of Dominion Companies. Advise and assist Dominion
Companies in the administration of such plans and prepare and maintain records of employee
and company accounts under the said plans, together with such statistical data and reports as are
pertinent to the plans.

7. Human Resources. Advise and assist Dominion Companies in the
formulation and administration of human resources policies and programs relating to the relevant
Dominion Companies’ labor relations, personnel administration, training, wage and salary
administration and safety.

8. Operations. Advise and assist Dominion Companies in the study,
planning, engineering and construction of energy plant facilities of each Dominion Company and
of the Dominion Companies as a whole, and advise, assist and manage the planning, engineering
(including maps and records) and construction operations of Dominion Companies. Develop
long-range operational programs for all the Dominion Companies and advise and assist each
such Dominion Company in the coordination of such programs with the programs of the other
Dominion Companies.

9, Executive and Administrative. Advise and assist Dominion Companies in
the solution of major problems and in the formulation and execution of the general plans and
policies of Dominion Companies. Advise and assist Dominion Companies as to operations, the
issuance of securities, the preparation of filings arising out of or required by the various Federal
and State securities, business, public utilities and corporation laws, the selection of executive and
administrative personnel, the representation of Dominion Companies before regulatory bodies,
proposals for capital expenditures, budgets, financing, acquisition and disposition of properties,
expansion of business, rate structures, public relationships and other related matters.
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10,  Business and Operations Services. Advise and assist Dominion
Companies in all matters relating to operational capacity and the preparation and coordination of
operating studies. Manage Dominion Companies’ purchase, movement, transfet and accounting
of fuel and gas volumes. Compile and communicate information relevant to company operation.
Perform general business and operations support services, including business, plant and facilities
operation, maintenance and management, travel, aviation, fieet and mail services.

11.  Exploration and Development. Advise and assist Dominion Companies in
all geological and exploration matters including the acquisition and surrender of acreage and the
development of underground storage facilities.

12,  Risk Management. Advise and assist Dominion Companies in securing
requisite insurance, in the purchase and administration of all property, casualty anc marine
insurance, in the settlement of insured claims and in providing risk prevention advice.

13, Marketing. Plan, formulate and implement marketing programs, as well
as provide associated marketing services to assist Dominion Companies with improving
customer satisfaction, load retention and shaping, growth of energy sales and deliveries, energy
conservation and efficiency. Assist Dominion Companies in carrying out policies and programs
for the development of plant locations and of industrial, commercial and wholesale markets and
assist with community redevelopment and rehabilitation programs.

14, Medical. Direct and administer all medical and health activities of
Dominion Companies. Provide systems of physical examination for employment and other
purposes and direct and administer programs for the prevention of sickness.

15. Corporate Planning. Advise and assist Dominion Companies in the study
and planning of operations, budgets, economic forecasts, capital expenditures and special
projects.

16.  Supply Chain. Advise and assist Dominion Companies in the
procurement of real and personal property, materials, supplies and services, conduct purchase
negotiations, prepare procurement agreements and administer programs of material control.

17.  Rates. Advise and assist Dominion Companies in the analysis of their rate
structure in the formulation of rate policies, and in the negotiation of large contracts. Advise and
assist Dominion Companies in proceedings before regulatory bodies involving the rates and
operations of Dominion Companies and of other competitors where such rates and operations
directly or indirectly affect Dominion Companies.

18.  Resecarch. Investigate and conduct research into problems relating to
production, utilization, testing, manufacture, transmission, storage and distribution of energy.
Keep abreast of and evaluate for Dominion Companies all research developments and programs
of significance affecting Dominion Companies and the energy industry, conduct research and
development in promising areas and advise and assist in the solution of technical problems
arising out of Dominion Companies’ operations.
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19,  Tax. Advise and assist Dominion Companies in the preparation of Federal
and other tax returns, and generally advise Dominion Companies as to any problems involving
taxes including the provision of due diligence in connection with acquisitions.

20.  Corporate Secretary. Provide all necessary functions required of a
publicly held corporation. Coordinate information and activities among shareholders, the
transfer agent, and Board of Directors. Provide direct services to security holders. Prepare and
file required annual and interim reports to shareholders and the SEC. Conduct the annual
meeting of sharcholders and ensure proper maintenance of corporate records.

21.  Investor Relations. Provide fair and accurate analysis of Dominion and its
operating subsidiaries and its outlook within the financial community. Enhance Dominion’s
position in the energy industry. Balance and diversify shareholder investment in Dominion
through a wide range of activities. Provide feedback to Dominion and its operating subsidiaries
regarding investor concerns, trading and ownerships. Hold periodic analysts meetings, and
provide various operating data as requested or required by investors.

22, Environmental Compliance. Provide consulting, cleanup, and other
activities as required by Dominion Companies to ensure full compliance with applicable
environmental statutes and regulations.

23.  Customer Services. Provide services and systems dedicated to customer
service, including billing, remittance, credit, collections, customer relations, call centers, energy
conservation support and metering. :

24,  Energy Marketing. Provide services and systems dedicated to energy
marketing, including marketing and trading of energy commeodities, and energy price risk
management and development of marketing and sales programs in physical and financial
markets.

25.  Treasury/Finance. Provide services related to managing all administrative
activities associated with financing, including management of capital structure; cash, credit and
risk management activities; investment and commercial banking relationships; oversight of
decommissioning trust funds and general financing activities.

26.  External Affairs. Provide services in support of corporate strategies for
managing relationships with federal, state and local governments, agencies and legislative
bodies. Formulate and assist with public relations, advertising, and external/internal
communications programs and with the administration of corporate contribution and community
affairs programs.
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D. DRS Services Agreement — Allocation Methods

METHODS OF ALLOCATION FOR DRS

DRS shall allocate costs among companies receiving service from it under this and similar
service contracts using the following methods:

I The costs of rendering service by DRS will include all costs of doing business including
interest on debt but excluding a return for the use of equity capital for which no charge
will be made to Dominion Companies.

I A DRS will maintain a separate record of the expenses of each department. The
expenses of each department will include:

1. those expenses that are directly attributable to such department, and

2, an appropriate portion of those office and housekeeping expenses that are
not directly attributable (o a department but Whlch are necessary to the
operation of such department.

B. Expenses of the department will include salaries and wages of employees, rent
and utilities, materials and supplies, depreciation, and all other expenses
attributable to the department. The expenses of a department will not include:

1. those incremental out-of-pocket expenses that are incurred for the direct
benefit and convenience of an individual Dominion Company or group of
Dominion Companies,

2. DRS overhead expenses that are attributable to maintaining the corporate
existence of DRS, and all other incidental overhead expenses including
those auditing fees, internal auditing department expenses and accounting
department expenses attributable to DRS.

C. DRS will establish annual budgets for controlling the expenses of each
department and for determining estimated costs to be included in interim monthly
billing.

I A Employees in each department will be divided into two groups:

1. Group A will include those employees rendering service to Dominion
Companies, and

2. Group B will include those office and general service employees, such as
secretaries, file clerks and administrative assistants, who generally assist
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Vi

employees in Group A or render other housekeeping services and who are
not engaged directly in rendering service to each Dominion Company or a
group of Dominion Companies.

B. Expenses set forth in Section II. above will be separated to show:
1, salaries and wages of Group A employees, and
2. all other expenses of the department.

C. There will be attributed to each dollar of a Group A employee's salary or wage,
that percentage of all other expenses of such employee’s department (as defined
in B above), that such employee’s salary or wage is to the total Group A salaries
and wages of that department.

D. Group A employees in each department will maintain a record of the time they are
employed in rendering service to each Dominion Company or group of Dominion
Companies. An hourly rate will be determined by dividing the total expense
attributable to a Group A employee as determined under subsection C above by
the productive hours reported by such employec.

The charge to the Dominion Company for a particular service will be determined by
multiplying the hours reported by Group A employees in rendering such service to each
Dominion Company by the hourly rates applicable to such employees. When such
employees render service to a group of Dominion Companies, the charge to each
Dominion Company will be defermined by multiplying the hours attributable to the
Dominion Company under the allocation formulas set forth in Section IX of this Exhibit
by the hourly rates applicable to such employees.

To the extent appropriate and practical, the foregoing computations of hourly rates and
charges may be determined for groups of employees within reasonable salary range
limits.

Those expenses of DRS that are not included in the annual expense of a department under
Section II. above will be charged to Dominion Companies receiving service as follows: .

C. Incremental out-of-pocket costs incurred for the direct benefit and convenience of
a Dominion Company or group of Dominion Companies will be charged directly
to such Dominion Company or group of Dominion Companies. Such costs
incurred for a group of Dominion Companies will be allocated on the basis of an
appropriate formula.

B. DRS overhead expenses referred to in Section II above will be charged to the

Dominion Company either on the proportion of direct charges to that Dominion
Company or under the allocation formulas set forth in Section IX of this Exhibit.

7 of 26

MPPO 000000092



VII  Notwithstanding the foregoing basis of defermining cost allocations for billing purposes,
cost allocations for certain services involving machine operations, production or service
units, or facilities cost will be determined on an appropriate basis established by DRS.

VIII Monthly bills will be issued for the services rendered to the Dominion Company on an
actual basis. However, if such actual information is not available at the time of
preparation of the monthly bill, estimates may be used. Estimates will normally be
predicated on service department budgets and estimated productive hours of employees
for the year, At the end of each quarter, estimated figures will be revised and adjustments
will be made in amounts billed to give effect to such revision.

X When Group A employees render services to a group of Dominion Companies, the
following formulas shall be used to allocate the time of such employees to the individual
Dominion Companies receiving such service:

A. The Service Department or Function formulas to be used when employees render services
to all Dominion Companies participating in such service, for the services indicated are set forth
below,

Service Department

. Basis of Allocation
or Funetion

Accounting:

Payroll Processing Nuinber of employees on the previous December
3%

Accounts Payable Processing Number of accounts payable documents processed
during the preceding year ended December 31st.

Fixed Assets Accounting Dominion Company fixed assets added, retired or
transferred during the preceding year ended
December 3 1st.

Accounts Receivable Processing Number of payments processed during the

preceding year ended December 31st.

Information Technolagy, Electronic
Transmission, and Computer Services.

LDC/EDC Computer Applications © Number of customers at the end of the preceding
year ended December 31st.

Other Computer Applications Number of users or usage of specific computer
systems at the end of the preceding year ended
December 31st.

Network Computer Applications Number of network devices at the end of the
preceding year ended December 31st.

Telecommunications Applications Number of telecommunicaiions units at the end of

the preceding year ended December 31st
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Service Department
or Function
Employee Benefits/Pension Invesimeni:

Basis of Allocation

Employee Benefits/
Pension Investments

Human Resources:
Human Resources

Business and Operations Services:

Energy Services
Facility Services
Fleet Administration
Security

Gas Supply

Risk Management:
Risk Management

Marketing:
Shared Projects

Other Indirect Costs

Medical:
Medical Services

Corporate Planning:
Corporate Planning

The number of employee and annuitant accounts as
of the preceding December 31st.

The number of employees as of the preceding
December 31st,

Energy sale and deliveries for the preceding year
ended December 31%,

Square footage of office space as of the preceding
year ended December 31st.

Number of vehicles as of the preceding December
31st

The number of employees as of the preceding
December 31st.

Gas volumes purchased for each Dominion
Company for the preceding year ended December
31st.

Insurance premiums for the preceding year ended
December 31st.

Annual marketing plan expenses for the preceding
year ended December 317,

Total marketing direct and shared project costs
billed to each Dominion Company for the
preceding year ended December 31st.

Number of employees on the previous December
k)

Total capitalization recorded at preceding
December 31st.
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Service Department Basis of Allocation

or Function

Supply Chain:

Purchasing Dollar value of purchases for the preceding year
ended December 31st.

Materials Management Material inventory assets as of the preceding year
ended December 31st.

Tax:

Tax Accounting and Compliance The sum of the total income and total deductions as
reported for Federal Income Tax purposes on the
last return filed.

Customer Services.

Customer Payment (Remittance) Number of customer payments processed during

Processing the preceding year ended December 3 1st.

Other Customer Services For metering, the number of gas or electric meters
for the preceding year ended December 31%
otherwise the number of customers for the
preceding year ended December 3 1%,

Treasury/ Finance:

Treasury and Cash Management Total capitalization rtecorded at preceding
December 31%,

Rates Total regulated company operating expenses,
excluding purchased gas expense, purchased power
expense (including fuel expense), other purchased
products and royalties, for the preceding year ended
December 3ist,

Research Gross revenues recorded during the preceding year

ended December 31st.
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B.  Company Group Formulas to be used in the absence of a service department or
function formula or when service rendered by employees is for a different group of
Dominion Companies than those companies regularly participating in such service:

Company Group Basis of Allocation
All Dominion Companies Tofal operating expenées, excluding purchased gas
(includes all Dominion expense, purchased power expense (including fuel
Companies except DRS) expense), other purchased products and royalties,

for the preceding year ended December 31¥ for
the affected Dominion Companies.

C.  Ifthe use of a basis of allocation would result in an inequity because of a change in
operations or organization, then DRS may adjust the basis to effect an equitable
distribution.

E. DRS Allocation Methods and Allocation Factors

e DRS Allocation Methods are prescribed by our SEC-approved services agreement. The
SEC provides general rules on allocation as follows:

» No change in the organization of DRS, the type and character of the companies to be
serviced, the method of allocating costs to associate companics, ot in the scope or
character of services to be rendered, can be made unless and until DRS has given the
SEC written notice of such proposed changes, not less than 60 days prior to the
effective date of any such change.

» If upon the receipt of any such notice, the Commission within the 60-day period
notifies DRS that a question exists as to whether the proposed change is consistent
with the provisions of Section 13 of the Act, or any rule, regulation or order
thereunder, the proposed change will not become effective unless and until DRS files
with the Commission an appropriate declaration with respect to such proposed
change, and the Commission permits such declaration to become effective.

» DRS will initiate a 60-day letter proceeding if a modification of an allocation is
expected to result in a material increase or decrease in billings to an affiliate from the
billings to the affiliate before the modification is made.

+ An allocation method may be developed for all companies or for a group of companies,
As such, there may be more than one distribution (i.e. allocation) factor for each method.

e The allocation factors are calculated in accordance with the DRS Services Agreement and
are updated as necessary to reflect fair and equitable distributions to all companies that
benefit from the setvices provided.
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¢ Allocations must be aligned with the ‘cost causation’ standard (as is the case with direct
charges). Allocations must be designed to allocate costs only to the affiliates that benefit
from the service provided (e.g. no default allocation to ‘all’ companies on the basis on
‘simplicity’ when better allocation can be determined). DRS” intention is to apportion
costs fo affiliates in a fair and equitable manner.

o Costs that are not specifically associated with a particular affiliate are typically charged
to ‘allocation’ WBS elements (i.e. billing projects). Each WBS element is assigned an
allocation method and allocation factor,

F. DRS Department Services & Expense Policy

This policy is intended to provide direction for departments within DRS (Dominion Resources
Services).

General

Each DRS service function will provide services to affiliates under the rules as defined in the
DRS Services Agreement. :

Each DRS service function must charge or allocate their resource time via the DRS billing
process. Affiliates receiving services from DRS will be billed on a monthly basis.

Charges for DRS services to affiliates will not be made outside the normal DRS billing
process.

Department Expenses

Each department (or group of departments) is assigned a cost center within the DRS
reporting hierarchy that is associated with a specific service function as defined in the DRS
Services Agreement. DRS employeces assigned to a particular department will be associated
with the department cost center.

All department expenses related to DRS employees and the provision of their service to
affiliates will be charged to the department cost center. These costs will include:

» DRS employee labor, benefits, payroll taxes, and incentives

» DRS employee-related expenses (expense reports, travel expenses, entertainment
expenses, training expenses, employee relations expenses)

» DRS department support costs (supplies, administrative support contractors, vehicle
charges)

» DRS department ‘infrastructure’ costs (cost of space occupied, use and maintenance
of office fumniture and equipment (including computer resources), and
communications services (telephone and LAN)).
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s Expenses incurred by DRS specifically for the benefit of an affiliate or group of affiliates
will not be charged to a DRS department cost center. They will be charged to a DRS affiliate
billing project (with the appropriate cost center for responsibility reporting). Examples
include:

» Contractor personnel retained to provide services directly for affiliates
» Specific supplies or materials purchased directly in support of affiliates (if they are
nat recorded as direct expenses on the affiliate’s financial records)

¢ Expenses incurred by DRS in connection with the provision of services to a specific affiliate
should not be confused with the direct expenses of the affiliate. Direct affiliate expenses will
not be charged to DRS. They will be recorded directly on the affiliate (Virginia Power, DEI,
etc.) financial records. Care must be taken when identifying costs as DRS cost as opposed to
direct affiliate cost. (See Exhibit 2 — Cost Decision Flowchart.)

Capital ‘Work' and Assets

o DRS will not record affiliate inventory or assets on its financial records. Affiliate inventory
items and assets are properly recorded on the affiliate’s financial records.

o DRS will not characterize work or charges performed in support of an affiliate capital project
as ‘capital’. DRS work is considered to be an outside service, and may only be characterized
as ‘capital’ if reclassified on the affiliate financial records after billing. Such reclassification
will be dependent on the affiliate’s capitalization policy.

s DRS internal “capital’ work will only be allowed in the case of a DRS ‘owned’ asset. (An
asset that would remain on DRS books and support its ‘provision of service’ mission.) DRS
internal “capital” work will be governed by the DRS capitalization policy,

e Ultimate determination as to capitalization ‘qualification’ will be made by the Fixed Asset
Group. Ultimate determination as to the appropriateness of capitalization as a DRS asset will
be made by the Coniroller — DRS. General capitalization thresholds for DRS are as follows:
Computer Software >$100,000
Other Assets >$2,000

Charging of Services to Affiliates

¢ DRS employees will be classified as either “‘Group A’ or ‘Group B’ employees. Group A
employees are those employees that perform specific service functions as defined in the DRS
Services Agreement. Group B employees are administrative support employees involved in
supporting Group A employees.

¢ Group A employees will charge all time worked to a specific WBS element (project). (This
excludes nonproductive time such as vacation and sick time, which will continue to be

charged to the appropriate nonproductive time code. (WBS elements will not be used with
nonproductive codes. Costs of nonproductive time will be incorporated in the employee’s
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activity price.)

Group B employees will not charge WBS elements. {They will continue to charge
nonproductive time to the appropriate nonproductive time code.) These costs will default to
their cost center (Group B costs are incorporated in activity prices of Group A employees).

Specific WBS elements will be created for each DRS service function to charge.

Two types of Billing WBS elements (projects) will be created:

> WBS elements for direct charges to specific affiliates
» WBS elements which will allocate time charges per an approved allocation
methodology (under the DRS Services Agreement)

In addition, specific tracking WBS Elements (“interim’ projects) will be created as required
to identify expenses of key DRS activities. Costs of these Interim Projects will settle into
Billing WBS Elements for billing purposes. See Section H for a discussion of Interim
Projects.

Time Recordation

Direct charging of time to a specific affiliate is the preferred alternative under the DRS Services
Agreement.

In the event direct charging of time to a specific affiliate is not practical, time may be
recarded to an allocation WBS element, specific to the DRS service being provided (for
example, Payroll services are allocated on the number of employees in a particular affiliate).

Refer to Section I for employee time reporting policy.

Costing DRS Services

Group A employee time charged will be costed at the Activity Price (standard labor rate)
associated with that employee’s position. The Activity Price will include all costs in the
DRS department cost center, including employee labor, benefits, payroll taxes, and
incentives, employee-related costs, depatiment support costs, costs of Group B employees,
and department infrastructure costs.

Department management should ensure that actnal charges to cost centers are consistent with
the costs included in development of activity prices.

Any charges remaining on the DRS department cost centers at month-end will be

automatically cleared out and billed to affiliates. This cost center ‘true-up’ is based on the
monthly charges to WBS Elements.
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Contractor Guidelines

s Administrative support contractors should be considered department support expenses and
included as a component of DRS employee Activity Prices. For costing purposes, they will
be treated in the same manner as Group B employees. Administrative support contractors
include:

» Temporary office help

» Office equipment maintenance contractors (for periodic, limited term work and to the
extent the equipment is owned by DRS)

» Consultants on small, limited-term engagements (to the extent they are considered an
expense of DRS)

» Cost of contractors who are managed as supplemental DRS resources (actively involved in
DRS performing its service function) should be charged to a specific Interim Project or
‘billing® WBS element. This element may be either a direct WBS element for a particular
affiliate or an approved allocation ‘billing’ WBS element for that particular department or
DRS service function use. Contractors managed as supplemental DRS resources include:

»  Software programmers
> LAN support personnel

s Contractors who are secured to provide services exclusively for a particular affiliate or
exclusively for a specific application within an affiliate should be considered direct expenses
of the affiliate. These contractors are not a DRS resource. Their expenses are not expenses of -
DRS and should not be part of any DRS billing.

s Administrative control of contractors by DRS management should not be viewed as the sole
criteria for their characterization as ‘DRS’ expenses. DRS service functions will routinely be
selected by affiliates to manage certain processes and costs within the affiliates under terms
of the DRS Services Agreement (these costs are often referred to at Dominion as ‘shared
services’ costs). This does not transfer responsibility for these costs to DRS.

Convenience Payments

e A ‘convenience payment’ is a cash payment made by DRS for the benefit and convenience of
affiliates (Virginia Power, DEI, etc.) when it is impractical or inefficient to make these
payments from the affiliate companies. Payments of this type are related to activities and
programs that are centrally managed and are paid in lump sum marmner. Affiliates will
reimburse DRS for cash paid on their behalf. Convenience payments will not be considered
expenses of DRS and will not be part of the normal DRS billing process. Examples of
convenience payments include:

% Affiliate insurance premium payments (non-‘affiliate-specific’ programs)
» Affiliate benefits and pension plan payments
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Use of convenience payments will be limited. All convenience payments must be approved
in advance by the Controller — DRS.

s Refer to Section K for Convenience Payments policy statement and guidance.

G. DRS Billing System Ilustrated

The DRS “work order” system is utilized to capture costs for distribution to DRI affiliates. The
following notes augment Exhibit 1.

DRS Cost Decision Flowchart

* The “DRS Cost Decision Flowchart” shown in Exhibit 2 provides guidance on recording
costs incurred by a DRS department. Generally, costs are recorded in either cost centers or
WARS ¢lements.

DRS Billing Overview

¢ Time and expenses of department employees are accumulated in DRS cost centers (e.g.,
Legal Services, Payroll, ete.). Certain corporate overheads such as employee benefits and
incentives, rent and depreciation expense are recorded in “common™ cost centers and
allocated monthly to the department cost centers.

® [Each department’s cost is identified on the affiliate bills in terms of the service function they
provide,

DRS Billing for Services Provided

e Department employees charge their time to a “direct” billing project (if they provide service
specifically for an affiliate) or to an “allocation” billing project. Employees’ time and
expenses are moved from the cost center to the billing project via an “activity allocation”,
which represents the total cost of the service. At month end, the billing projects are settled to
affiliate billing cost centers. These cost centers accumulate all costs that are billed to each
affiliate and facilitate preparation of the bill that is recorded on the affiliate’s books.

* Services provided by Virginia Power to other DRI affiliates must flow through DRS as
described in Section M. Virginia Power employees charge their time and expenses to
specific affiliate billing projects that accumulate all applicable costs and facilitate preparation
of the bill that is recorded on the specific affiliate’s billing cost center on DRS’ books. These
costs are then passed to the affiliate with the DRS bill. (Services provided by DRI affiliates
to Virginia Power must also flow through DRS. Similar billing practices are followed by
DRI affiliates in billing Virginia Power.)
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DRS Activity Price Componenis

=

As noted above, an employee’s time and expenses are moved from the cost center to the
billing projects via an activity allocation. An activity allocation is equal to the employee’s
activity price times hours charged. The activity price comprises the full costs of an employee
providing service.

Use of Interim Projects within DRS

In certain cases, it may be advantageous to capture additional ‘tracking’ detail during DRS’
provision of service to affiliates. In this case, ‘interim’ projects may be requested. For
example, an affiliate service recipient may néed to track costs of particular DRS support for:

v" Future capitalization

v" Specific project costing for key projects

v" Billing to joint owners or partners

Or, DRS may need to capture additional interrial ‘tracking’ detail for:
v" Specific project costing for key projects

An ‘interim’ project will be structured to pass its cost or ‘settle’ to a direct billing cost center
or allocation billing project (as referenced above). After settlement to the billing project, the
costs are billed according to the parameters set for the particular billing project.

Interim project detail is not provided as part of the actual bill to the affiliate. Interim project
detail is ‘ad hoe’ in nature, provided as supplementary information to the bill, and often
provides a basis for affiliate accounting personnel to ‘re-class’ charges for proper tracking
within the affiliate.

Specific reports are available within SAP to allow reporting on Interim Projects (see ‘Interim
Project Detail Report’ below).

DRS interim projects are established and maintained by the DRS Planning & Budget groups,
including budgeting groups responsible for DRS operational support employees. Other
groups are not permitted to change the master data of these projects.

Procedure for Requesting Interim Projects

After the affiliate service recipient/DRS service provider identifies the need for additional
detail for specific services, they should contact their applicable DRS Planning & Budget
group to make a request,

Their DRS Planning & Budget group will review the request as to business need. If
approved, their DRS Planning & Budget group will create the interim project(s) and
establishes settlement (rules) into the appropriate affiliate billing project. They will contact
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DRS Accounting for specific billing guidance, if required. DRS Accounting will review the
projects for compliance with the DRS service agreement. The affected DRS Planning and
Budgeting group will then notify the DRS service provider that the intetim project is ready
for use. '

¢ Interim Projects designed to provide additional detail to aftiliates will have the proper master
data set in the ‘Summarization’ section of the WBS Element master. This data includes the
‘billed to’® company and the nature of the project (i.e. expense tracking, billing related, or
subject to capitalization by the affiliate).

e [Each interim project may receive a ‘customer number’ in the project master data if the
project supports additional tracking detail requested by an affiliate service recipient. The
customer number will generally contain the corresponding project number or unique
identifier established by the affiliate service recipient. The customer number is a link that
will facilitate ‘ad hoc’ reporting for expense re-class purposes by the affiliate. Customer
numbers should generally not be used on interim projects used for internal DRS tracking.

e Interim projects will be structured such that they reflect unique projects that may receive
support from various DRS service providers. For example, if a project will receive
engineering, legal, and tax support from DRS, a single project will preferably be established
to collect the total project costs. Separate WBS elements will be established for the
engineering, legal, and tax groups to charge and these WBS elements will reflect the “service
prefix’ for the DRS service being performed.

o The ‘project definition’ level of a DRS interim project should begin with the prefix I[PJ. Each
individual WBS element will include the service prefix as indicated above. Existing
Information Technology interim projects will be ‘grandfathered’ as to the IPJ naming
convention. '

Interim Project Detail Report

The Interim Project Detail Report allows affiliate accounting personnel to monitor charges for
proper tracking within the affiliate. This report also provides the basis for reclassification of DRS
charges onto specific projects within the affiliate

Reclassification of DRS Costs on Service Receiver’s Books

As previously mentioned, it may be appropriate for the affiliate to reclassify DRS expenses on its
books to capital projects or other cost objects for internal reporting or billing purposes. The
following provides guidance on the specific accounting entries. In order to retain the integrity of
the inter-company balancing and consolidations process, the reclassification entries must be
performed using specific GL accounts:
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Reclassify DRS Expenses from Cost Center to a Capital WBS Element or Other Asset:

WBS Element Debit GL 5999999 Capitalized Inter-Co Expenses (Non-Eliminating)
Cost Center Credit GL 5999999 Capitalized Inter-Co Expenses (Non-Eliminating)

Reclassify DRS Expenses from Cost Center to Other Expense Cost Object:

WBS/Cost Center  Debit GL 5998xxx DRS Billing Account — Services Specific
(Eliminating) :

Cost Center Credit GL 5998xxx DRS Billing Account — Services Specific
(Eliminating)

I. Definitions of Direct and Indirect Costs
Billing Projects

DRS Employees typically charge WBS Flements (Projects or Work Orders) that bill costs to
affiliates in two ways:

» Direct Billing Projects send their costs to individual companies (legal entities) or to a
‘process’ within a legal entity (the total of all the processes on a legal entity total the legal
entity’s total billing). Examples of legal entities include East Ohio Gas and Dominion E&P.
Examples of processes include the Nuclear and Fossil Groups within Virginia Power
(Virginia Power being the legal entity).

. Allocation Billing Projects apportion their costs to individual cdmpanies {or processes)
based on the allocation methods as defined in the DRS Services Agreement,

DRS interest costs (costs of financing DRS operations) are billed to associates based on their
portion of Direct and Allocated Costs. Interest costs are allocated to all affiliates after Direct and
Allocated Costs have been determined by affiliate.

Billing Invoices

Billings presented to affiliates have costs segregated in the following categories. (Within al
categories, costs are separated by service.)

+ DRS Direct Charges - represent charges that have been identified for billing to a legal entlty
No allocation is performed to arrive at these charges.

¢ DRS Segment Charges - represent charges that are allocated 100% to legal entities within the
affected segment (Delivery, Energy, Generation, or E&P). The charges in aggregate are
'direct’ charges to the segment. An example of this type of charge is the cost of the Delivery
Controller group. Costs of this group are allocated only to companies within the Delivery
segment.
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¢ DRS Corporate Allocated Charges - represent charges for corporate functions that are
allocated to multiple segment companies. An example of this type of charge is the cost of
DRS Accounting. Costs of this group are allocated to companies in all segments.

» Inter-company Interest Expense - represent charges for financing DRS operations that are
allocated to all companies based on DRS billings.

SEC Reporting

For SEC reporting purposes, the following definition of cost will be used:

* Direct Costs — costs directly billed to our affiliates. These costs may have been specifically
identified as to affiliate (Direct Billing Projects) or allocated per an approved allocation
methodology (Allocation Billing Projects). Direct costs generally ongmate on a DRS service
provider’s cost center or billing project.

¢ Indirect Costs — costs that indirectly ‘attach’ themselves to Direct Costs and become part of
the total affiliate billing. Indirect costs are generally allocated (assessed) to DRS cost centers
on an appropriate basis. Examples of Indirect Costs are:
» Employee Pension & Benefits Costs {assessed)
» Payroll Taxes (posted on cost centers)
¥ Occupancy Costs (facilities costs) (assessed)
¥ Infrastructure Costs (telecommunications, computing costs} (assessed)
» DRS Income Taxes (generally zero net income impact)

» Compensation for Use of Capital — costs related to financing DRS operations and allocated
based on DRS billings as indicated above.

J. Employee Time Reporting

* DRS employees enter their time into the SAP timekeeping module. Timesheets are typically
entered via the Employee Self-service module.

» Every employee i3 required to report all productive hours on their timesheet. Time entry is
encouraged daily and required to be entered, at 2 minimum, on a weekly basis. Management
reviews and approves time entered by the employee. All productive hours must be coded
with a “Billing WBS Element” or an Interim project. This may represent either a “Direct
Charge’ or an *Allocation’.

A ‘Direct Charge’ WBS element is used to code work performed for a specific affiliate. The
naming convention for ‘Direct Charge” WBS elements is equal to the Provider Service Group
plus the Affiliate Receiving the Service. For example, WBS Element “ACCTSVC.EOG”
represents Accounting Services provided to EOG Gas. The diagram (Sample of Direct Bifling
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Project) in Exhibit 1 illustrates a ‘Direct Charge’ WBS Element.

s An “Allocation’ WBS element is used to code work performed that cannot be direct charged
to a specific affiliate. In this case, since a specific affiliate is not identified, costs in these
types of WBS elements are allocated to affiliates in accordance with the DRS Services
Agreement. The naming convention for ‘Allocation’ WBS elements is equal to the Provider
Service Group plus “ALLOCX”. For example, WBS Element “HR.ALLOC1” represents the
Employee Relations Service (HR) that is allocated on headcount. The diagram (Sample of
Allocated Billing Project) in Exhibit 1 illusirates an ‘Allocation’ WBS Element.

e Employees are required to charge all their time and expenses to WBS elements that correlate
with their assigned service function. Charging across services is not permitted.

® The DRS Time Entry & Approval Policy is inciuded as Error! Reference source not
found..

K. Convenience Payment Policy

Definition:

A ‘convenience payment’ is a cash payment made by DRS for the benefit and convenience of
affiliates (Virginia Power, Dominion Energy, etc.). Payments of this type are related to activities
and programs that are centrally managed and are paid in a lump sum manner. Convenience
payments are cash transfers (i.e. balance sheet) only and do not represent legal expenses of DRS.
As such, they have no income statement (i.e. expense) impact to DRS.

Examples:

v" Affiliate insurance premium payments (non-‘affiliate-specific’ programs)
v" Affiliate benefits and pension plan payments

Policy:

¢ Convenience payments are strictly controlled. The Controller-DRS maintains an approved
list of convenience payments DRS may make on behalf of affiliate companies.

s Request for convenience payment approval must be made to the Controller-DRS. Approval
will be contingent on the type of payment, the recurring nature of the payment, the dollar
magnitude of the payment, and the efficiencies gained by the corporation as a result of
treating the transaction as a convenience payment.

¢ In no case will convenience payments be characterized as expenses of DRS. Expenses
related to the convenience payment(s) will be recorded on the appropriate affiliate(s)
financial records. As such, convenience payments will not be part of the normal DRS service
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billings to affiliates.

Cash for convenience payments made by DRS on behalf of affiliate companies will be fully
reimbursed by said affiliates.

Methodology for processing convenience payments:

The DRS service function retained to manage the affiliate activity (giving rise to the
convenience payment) will determine the level of expenses that should be recorded on the
affiliate financial records. {The ‘DRS service function’ is defined as a function or department
within Dominion Resources Services that has been chosen to provide services to affiliate
companies under the annual election as specified in the DRS Services Agreement..)

It will be the responsibility of the DRS service function to separate the convenience payment
into each affiliate’s portion for proper recordation and cash reimbursement. If allocation
methodologies are employed to separate a convenience payment by affiliate, they will be
consistent with the approved methodologies as included in the DRS Services Agreement.

The DRS service function will process the cash convenience payment by instructing the
Accounts Payable group to make payment to the vendor. The ‘cross-company’ journal entry
entered by Accounts Payable will reduce (credit) DRS’ cash account and increase (debit) the
appropriate natural expense account on each affiliate’s financial books that uses SAP as their
financial system. For non-SAP affiliates, single company entries are recorded. DRS will
record a receivable from the non-SAP affiliate and credit cash. The non-SAP affiliate will
record expense (debit} to the appropriate natural expense account and a payable to DRS
(credit).

For cross-company entries, the SAP financial system antomatically creates affiliate
customer/vendor invoices to balance inter-company transactions. A customer invoice
(accounts receivable) is created on DRS’ books, and a vendor invoice (accounts payable) is
created on each affiliate’s books for which the payment was made.

Billings and invoice preparation occur approximately the third working day of the month.
Our SAP Accounts Receivable Module allows cash recovery of inter-company transactions
in an automated manner. Once the billings occur, the operating companies have until the
27th of the month to review and dispute billed amounts. If no disputes occur, cash is
transferred on that day.

L. DRS Procurement/Payment Practices

General

As described in the DRS Services Agreement, the Supply Chain (Procurement) Service may
“Advise and assist Dominion Companies in the procurement of real and personal property,
materials, supplies and services, conduct purchase negotiations, prepare procurement agreements
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and administer programs of material control.” These services may relate to materials and services
procured for DRS internal purposes or for affiliated companies. When services are provided
related to procurement activities for the benefit of affiliate companies, care must be exercised to
distinctly separate DRS costs of providing the procurement support, and the costs of the goods
and services procured. Costs related to the actual goods and services procured for affiliate
companies must be recorded on the financial records of the affiliate.

The Uniform System of Accounts for Subsidiary Service Companies adopted by the Securities &
Exchange Commission provides guidance in Instruction 01-4 that specifies:

(a) “Cost of materials, construction payrolls, outside services, and other expenses directly
attributable to construction work shall be excluded from the accounting system of the service
company and charged directly by the vendor or supplier to the construction project.”

And that:

(b} “Service costs allocated to centralized procurement activities shall include only the
cost of the support services performed by the service company in connection with the
procurement of goods for associate companies. Costs of goods procured shall be exciuded from
the accounting system of the service company and charged directly by the vendor or supplier to
the associate company concerned.”

Master Purchase Agreements

It may be advantageous to enter into master purchase agreements in the name of Dominion
Resources Services. Agreements of this type may provide flexibility to extend purchase
agreements to future affiliates or to existing affiliates that may need the related goods or services
in the future. In this case, the purchase agreements are normally written to include “Dominion
Resources Services, Inc., its parent Dominion Resources, Inc. and any parent, affiliate or
subsidiary of either now or in the future”. Language of this type in no way negates the
requirements to record the expenses related to actual purchases on the financial records of the
affiliate, as detailed in the general policies above. This may require individual purchase orders
that may ‘release’ against the master order.

Payments and Intermingling of Funds

Payments for goods and services procured for the benefit of affiliate companies will be made
from the affiliate company’s funds. In no case will payment be made from the funds of DRS,
with the exception of convenience payments specifically approved by the Controller — DRS. (See
specific requirements for convenience payments in | :

Intermingling of funds between DRS and other affiliates is not allowed. Arrangements of this
type:

*  May constitute a ‘financing’ arrangement between affiliate companies, which is specifically
prohibited by Section 12 of PUHCA.
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May subject one legal éntity to the liabilities of another.

M. Billings to DRS from DRI Affiliates

In certain instances, it may be advantageous for DRS to receive services from affiliates. SEC
requirements specify that an approved services agreement must be in place between the
affiliate and DRS for these services to flow from the affiliate to DRS. Services must be
provided “at cost’.

DRI affiliates providing services (service providers) to DRS will set up an ‘intermediate’
inter-company project in their respective companies to capture and track the cost of the
service being provided. Charges are accumulated in these projects, and are settled to “Direct
Billing” projects in the same company, in order to facilitate the billing process. Project
settlement is not allowed directly between a DRI affiliate and DRS.

The “inter-company projects” established by each DRI affiliate providing service to DRS
should be set up using specific naming and settlement standards:

Naming Convention: “ICxxx-yyy” (xxx = affiliate provider; yyy = affiliate receiver)
Project Profile: 1080 (Affiliate Cost Recovery)

Settlement Profile: “AFF”

Allocation Structure: “AF” (settles on unigue secondary cost element — 8360032 —
“Settlement to/from Affiliate™)

A Costing Sheet should be assigned so that the project is fully costed with a bllhng
surcharge, using the applicable business group surcharge rate.

Receiver WBS Element assigned should reflect the applicable service functlon WBS
in the “Direct Billing” project. Billings to DRS must be presented by service as
approved in the DRS Services Agreement. DRS Accounting will provide assistance
in assigning the applicable service function.

Y ¥V VVVY

“Direct Billing” projects are only crealed by DRS Accounting to facilitate and expedite the
DRS billing and closing process. Maintenance on these projects (adding or changing WBS
elements) will only be performed by DRS Accounting.

“Direct Billing” projects are also created with specific naming and settlement standards.

Naming Convention: “xxgxxSUPP” (xxxxx = business group providing service)
Project Profile: 1100 (“Not for General Use: Billings to DRS™)

Settlement Profile: C1 (“Billing Direct’)

Allocation Structure: C1 (settles on unique secondary cost element —- 8360030
“DRS Direct Charge™)

No Costing Sheet (billing surcharge was applied in the inter-company project)
Receiver WBS Element assigned is the respective ‘DRS” billing cost center (i.e.,
DRSOxx) in each company.

YV VVvVvy
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» The Direct Billing Projects will contain specific WBS element combinations for the
service being provided and the affiliate receiving the service. Services being
provided must be one of the 26 approved DRS services under the DRS Services
Agrecment and must be segregated and charged by service. For example, the WBS
element “VPGEN.ENVIRON.DEIFOS” indicates environmental services being
provided from the Generation segment of Virginia Power to Dominion Energy in
support of their Fossil process.

» Direct charging by the service provider into the Direct Billing Projects (i.e. not
establishing an ‘intermediate’ inter-company project) is not allowed.

¢ During the monthly closing process,

Surcharges will be applied to the service provider’s inter-company project(s).

The inter-company project(s) will be settled to the Direct Billing Project(s).

The Direct Billing Project(s) will be settled to (affiliate) “DRS” billing cost centers.
A bill will be rendered from the DRI affiliate to DRS (by service provided)

DRS will record the bill on DRS books by debiting inter-company expense
(applicable billing project or cost center) and crediting inter-company revenue on the
affiliate’s (service provider) books.

VVVVYY

o All employees charging time and expenses to inter-company projects fo bill DRS must
maintain time and attendance records and supporting documentation for all expenses
charged. This documentation should be meet the standards of the DRS Time Entry and
Approval Policy as referenced in Exhibit 3.

» Mark-up (profit) is not allowed on services provided by DRI affiliates to DRS. Mark-up does
not include legitimate overheads as applied in a billing surcharge, designed to effect full
costing. Specific Billing Requirements for Virginia Power:

» Billings between Virginia Power and DRS are governed by the ‘Virginia Power
Support Agreement’,

» Virginia Power will bill only to (or through) DRS (under the VP Support Agreement)
unless specific State Commission-approved services agreements provide for other
mechanisms. Direct billing between Virginia Power and other Dominion affiliates
is generally prohibited by state regulatory order. (For example, Virginia Power and
Dominion Energy may not bill each other directly. Billings must ‘pass’ through
DRS.)

> Billings from Virginia Power to other affiliates (via DRS) may include expenses
directly related to Virginia Power employees providing services. The ‘services cost’
may not include expenses related to assets that are properly ‘owned’ by the affiliate
receiving the service (this is not intended to preclude billing of appropriate facilities
charges). Expenses related to assets (including inventory items) must be recorded
directly as a cost of the affiliate. '
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» Virginia Power assets may not be transferred or sold to other affiliates without
specific State Regulatory approval.

N. DRS System of Accounts

e DRS utilizes a natural chari of accounts. Transactions are recorded to accounts that are
‘resource-based’ (e.g., salaries, contractor services, materials, office supplies, etc.).

o The natural accounts are mapped to FERC accounts via a financial statement reporting tool in
order to report financial results in accordance with the “Uniform Sysiem of Accounts for

Subsidiary Service Companics”.

e Income statement and balance sheet accounts are assigned unique number ranges:

Assets 1000000 -~ 1999999
Liabilities 2000000 — 2999999
Equity 3000000 — 3999999
Operating Revenue 4000000 - 4959999
Operating Expenses 5000000 - 5959999

Non-Operating Income/Deductions 6000000 - 6999999
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