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CONSOLIDATED FEDERAL INCOME TAX
ALLOCATION ACREEMENT AMONG MEMBERS OF THE
DOMINION RESOURCES, INC. AFFILIATED GROUP

WHEREAS, Dominion Resources Inc,, a corporatidn organized under'thé laws of the
State of Virginia (“DRI') and a holding cofigany ufider the Public Utility Holding
Company Act of 2005, together with its subgidiary companies, direct and indirect,
listed in Appendix A, comprise the members of the DRI congolidated group whié¢h will
join anfiually in the filing of a consolidated Federal income tax feturn, and it is now
the intention of DRI and its subsgidiaries, direct and indirect, (Hereinafter
collectively referred to as the "DRI Group"), to enter into an agreement for the
allocation of current federal income taxes; and

WHEREAS, dértain mefibers of the DRI Group will join asnnually in the

filing of certain consolidated state income or other tax returns (to the extent
permitted or required under applicable state inceme tax laws), and it is now the
intention of the DRI Group tc ériter into an agreement for the allocation of current

state income taxes; and

NOW, THEREFORE, each member ("Member") of the DRI Group does hereby
covenant and agree with one dhother that the cufrent consolidated indome tax

liabilities of the DRI Group shall be allocated ag follows:

ARTICLE I.

DEFINITIONS AND INTERPRETATION

Section 1.1 Definitions. For all purposes of this Agfeenént, except as otherwise
expressly provided, the following terms shall have the following respective mednings:

nCconsolidated Group® means Dominion Reésburces, Inc. and all of its
subsidiaries which, from time to time, may be included in any (i) federal income tax
returri filed by Dominion Resources, Inc. in accordance with sections 1501 and 1502 of
the Code or({ii) Othéer Return.

"Con9011dated Return" hiedns any congolidated federal 1ncome tax return or
Other Return filed by DRI whether before or after the date hereof, which includes one
or more Members of the DRI Group in a congolidatéd, Gombined or unitaty group of whidh
DRI is the common parent.
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"Consolidated Return Year:" Mmeans any period during which DRI files a
consolidated federal income tax return or Other Return that includes one or more
Members of the DRI Group in a consolidated, combined or unitary group of which DRI is a
common parent . '

‘Consolidated Taxable Income® is the taxable income of the DRI Group as
computed for federal or state inceme tax purposes.

"Consolidated Tax Liability" means, with reference to any taxable period, the
consolidated, combined or unitary tax liability (including any interest, additions to
tax and penalties) of the Consolidated Group for such taxable period (including the
consolidated federal income tax liability ard other consolidated, combined oxr unitary
liability for Other Taxes) .

"Corporate Taxable Income" means the income or loss of an asgociate company
for a tax year computed as though such company had filed & separate‘return on the saitie
basis as used in the Consolidated Return, except that dividend income from associate
companies shall be disregarded, and other intercompany transactions eliminated in the
Consolidated Return shall be given appropriate effect. The Corporate Taxable Income of
any Member will include their allocable ghare of the consolidated Code Section 199
deduction as allocated under section 2.1(b) (iii) below.

“Designated Official’ means the Vice President, Tax of DRI or such other
official assigned the responsibilities of Vice Rresident, Tax of Dominion Resources,
Inc.

"Other Return" means any consolidated, combined or unitary return of Other
Taxes filed by DRI or another Member of the Dominion Resources, Inc. Group, whether
before or after the date hereof, which covers the operations of one Or more Members of
the DRI Group.

"Other Taxes" means any taxes (including any interest and penalties) payable
by DRI or another Member of the DRI Group to the government of any state, municipal or
other political subdivision, including all agencies and instrumentalities of such
government: .,

“Person" means any individual, partnership, form, corporation, limited
liability'company, joint stock company, unincorporated association, joint~venture,
trust or other entity or enterprise, or any government or political subdivision or
agency, department or instrumentality thereof,

"Regulations' means the Treasury Regulations promulgated under the Code, as
amended .

"Separate Return Tax" means the tax on the Corporate Taxable Income of a
corporation which is a Member . '

Section 1.2 References, Etc. The words "hereof", 'herein® and "hereunder" and
words of similar import when used in this Agreement shall refer to this Agreement as a
whole and not to any particular provision of this Agreement. All térms defined herein

different construction, be deemed to be references to the Articles and Sections of this
Agreement. In this Agreement, unless a clear contrary intention appears the word
"including" {(and with correlative meaning "include") means "including but not

limited to-,
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ARTICLE IT.

Preparation and Filing of Tax Returns; Allocation of Taxes

Section 2.1 Federal Returns.

consents, elections and other documents that may be réquiréd or aﬁbropriate for the
Proper filing of sush returns, .

(B (i) The Consolidated Group will elect, on a timely basis, in
accordance with Section 1.1552-1{¢c) of the Regulations to allocate itg corisolidategd
tax liability (other than alternative minimum tax (v ") and its related credits)
among its Members under the method described in Sections 1.1502~33(d}(3) and 1.1552-

and its related credits) would bear to the total afount of the Separate Returh Taxes
(other than AMT afd its related credits) for all Members of the group so computed, Then
such method allocates an additional amount (the "Tax Benefit Amount ") to each Member up
to, but not greater than, the excess, if any, of its Separate Return Tax liability
{(other than AMT and its related credits) over the amount allocated to such Member in
the previous sentence. The total of the Tax Benefit Amounts allocated to Members shall
‘esult in payments to, and an increase in the earnings ang profits of, the Members who
had items of deduction, loss or credits to which such Tax Benefit Amount ig
attributable. :

utilized on a "first in/first out* methodology, and that to the extent that-AMTC
arising in one yéar is not fully utilized, such AMTC is utilized proportionately by the
Members previously assigrniéed AMT for -that year,
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(d) (i) The aggregate of all amounts paid by Members of the
Consolidated Group (the "Paying Members") as a result of the excess of each
Members' Separate Return Tax liability (as determined under Section
1.1552—l(a)%2)(ii)Aof the Regulations) over the amount allocated to such Member
as 1ts share of the Consolidated Tax Liability under Code Section 1552 (i.e.,
the Tax Benefit Amount) shall be paid by Dominion Resour¢e34 Inc. te the other Members
(the "Loss Members®) which had tax deductions, losses and credits to which such
payments by the Paying Members are attributable. The apportionment of such
payments among Loss Members shall be in a manner that reflects the Consolidated
Group's absorption of such tax attributes in the manner described in Section

"ﬁfffé)wiﬂiéppoffioning the payments to Loss Members for the Tax Benefit
Amount pursuant to Section 2.1(d) hereof:

(i) any consolidated net operating loss ("NOL") shall be ’
allocated among the group Members pursuant to Regulations Section 1.1502f21(b).

(ii) with respect to each Lype of credit used to offset all or a
portion of the Consolidated Tax Liability otherwise payable, such credit shall

which that Member would have available to utilize on a separate return basis in
& manner consistent with the method set forth in Section 2.1(e) (i) above.

2.1(e) (i) above.

(£) The allocation of tax shall be subject to further adjustment from
time to time on account of the payment of additional tax or the receipt of a
refund attributable to either the filing of an amended return or on account of
the results of an audit conducted by the Internal Revenue Service or other
relevant taxing authority. '

Section 2.2 Other Taxes. (a) DRI will prepare and file (or cause to be
prepared and filed) all returns of Other Taxes which are required to be
filed with respect to the operations of DRI and its subsidiaries, In the event any
taxing authority requires or permits that a combined, consolidated or unitary return be
filed for Other Taxes, which return includes both DRI and a subSidiary,.DRI may elect
to file such return and shall have the right to require any Member to be included in
such return. DRI will advige each of its subsidiaries included in each Other Return and
each governmental office in which any Other Return is filed. Other Taxes shall be

(b) Each Member of the DRT Group that does not file an Other Return together
with any other Member of the DRI Group shall be solely responsible and obligated to pay
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the tax liability with Tespect to such return from its own funds, Such returns shall be

. Prepared and filed by DRI or the Member filing the Other Return,

(¢} If any Member of the DRT Group is reguired to file a combined,
consolidated or unitary return for Other Taxed with another Member of the
DRI Group, But not With DRI (an "Other Taxes Subgroup"), then DRI shall have the
rights, pdwérse andg obligations to file such tax réturns andg apportion ambng and,

combin&d, céfisélidated or unitary return for Other Taxes ig optional,'then DRT shall

Section 3.1 Responsibility.\Assuming the Membérs of the Consolidated Group
have fulfilled their obligations pursuant to this Article 17T, then DRI will be solely
responsible for, and will indemnify and hold each Membér of thea Consolidated Group
harmless with respect to, the payment of: {a) the Consolidated Tax Liability for each
taxable period for which, as determined under Section 2.1 Hereéof, DRT filed a
‘onsolidated Return or should have been filed; and (b) any and all Other Taxes due or
payable with respect to any Other Return which is filed by DRI or should have been

Section 3.2 Federal Tax Payments. (a) With respect to each Consolidated
Return Yeéar, the Designated Official of Dominion Resources, Inc. shall estimate and
assess or pay to Members of the Consolidated Group their share of estimdted tax
bayiients td be made on a projected consolidated federal income tax réturn for each
year. In making this détermination, DRI shall elect a method for determining estimated
tax and each Member shall follow that method. sSuch Members will Pay, to DRI or be paid
by DRI, such estimates not later than the 15th day of the 4th, 6th, 9th ang 12th months
of such CoMisclidated Return Year, With réspect to any extension payment, the Designated
Offic¢ial of Dominion Resources, Inc. shall estimate and assess Of pay to Members of the
Consolidated Group their share of such extension bayment. The difference between (1) a
Member's estimated tax bayments used for computation of the quarterly estimated
payments plus their extension payments and (2) such Member's actual Tax Liability for
any Consolidated Return Year as determined under Section 2.1 (b) héreof, shall be paig
to DRI or by DRI within sixty (60) days after the filitig of the coﬁsélidatéd'federal

(b) DRI shall have sole authority, to the exclusién of
the Consolidated Group, to agree to any adjustridht Bropesed by ¢

Service or any otHer taking authority with redpeét €6 TEe&ns oF Heofié,” déd
credits, as well ¥s iriterest or penalties, attributable to any Memb

er of the
Congolidated Group during any Consolidated Return Year in which such Member wasg a
Member of the Cornisolidated Group notwithstanding that such adjustsient may increase the
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3.3 hereof. In the event of any adjustment to the Congolidated Tax Liability relating
to items of income, deductions or credit, as well as interest or penalties,
attributable to any Member of ‘the Consolidated Group by reason of an amended retuin,
claim for refund or audit by the Internal Revenue Service or any other taxing
authority, the liability of all other Members of the Consolidated Group under

paragraphs (a) of this Section 3.2 or Section 3.3 hereof shall be rédete;mined to give
effect to such adjustment as if such adjustment had Been made as a part of the original

computation of such liability, and payment from a Menber té DRI. or by DRI to a Member,

as the cass may be, shall be promptly made after any payments are made to the Internal
Revenue Service or any other taxing authority, refunds received or final determination

of the matter in the case of contested proceedings. In such event, any payments between
the parties shall bear interest at the then prevailing rate or rates on deficiencies
assessed by the Internal Revenue Service or any other relevant taxing authority, during
the period from the due date of the Consolidated Return (determined without regard to
extensions of time for gggﬁiiligg;thereofl,forythemeonsolidatédeeturn*Yeﬁf’fé"ﬁﬁiéﬁw" o

‘the ‘adjustments were made to the date of payment .

Section 3.3 Other Tax Payments. Payments by a Member with respect to Other
Taxes and required estimates thereof for vwhich any other Member has joint and
several liability shall be calculated and made by or to such Member in the same
manner as that provided in Section 3.2. The prineiples set forth in Section 3.2
governing the determination and adjustment of payments as well as the methad of
bayment to or from such Member with respect to federal income taxes shall be
equally applicable in determining and adjusting the amount of and due date of
payments to be made to or from such subsidiary with respect to Other Taxes and
estimates thereof. Each Member shall pay, directly to the appropriate taxing
;authority, all taxes for which such Member is liable and for which no other
Member has Jjoint or several liability,

2.2, 3.2 or 3.3 hereof, DRI shall make such payment to such subsidiary by either
promptly crediting as an offset against amounts owned by such Member to DRI, or to the
extent no amounts are owed to DRI by such Member, by cash payments to the Member .

. (b) Tax payments by DRI ‘with respect to any Consolidated Tax Liability shall
be 'paid by DRI and shall be debited to the Member of the Consolidated Group for their
respective shares of such Consolidated Tax Liability as determined pursuant to Article
11 hereof. Tax Refunds received by DRI with respect to any Consolidated Tax Liability,
shall be paid by DRI to the Member of the Consolidated Group entitled to such Tax
Refund, as determined.

(c} DRI shall be responsible for maintaining the books and records reflecting
the inter-company accounts reflecting the amounts owned, collected and vaid with
respect to Taxes pursuant to this Agreement .

(d) DRI may delegate to other Members of the Consolidated Group
responsibilities for the collection and disbursemént of mories as reqiired under
this Agreerient as well as responsibilities For maintaining books and rectids as
required umder this Agreement.

Section 3.5 Administration. The provisions of this Agreement shall be
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adiministered by the Designated Official of DRI. The interpretations of this Agreement
-by the Designated Official of DRI shall be conclusive.

ARTICLE IV.

Miscellané&ous Provisions

Sectisn 4.1 Effect, The provisionsg hereof shall fix the rights and
obligations of the parties as to the matters covered hereby whether Or not such

are followed for federal income tax or other purposes by the Consolidated CGroup,
including the computation of earnings and profitsg for federal income tax

Section 4.2 Effective Date and Termination of Affiliation., This Agreement
shall be effective with respect to all.tax bayments made on or after January 1, 2006,
in which any subsidiary of DRI is g Member of the Consolidateq Group for ary portion of
the tax year. In the event that a pafty €6 thisg Agreement ceases to be a Membsr of the
Consolidated Group, the rights and obligations &f such party and each ofher party to
this Agreement shall survive, but only with respect to taxable years includirig or
-ending befoire the date such party ceases to be a Member of the Consolidated Group,

Section 4.3 Notices. any and all notices, requests or other communications
hereunder shall be given in writing (a) if to DRI to Attention: Vice President, Tax,

Section 4.4 Expenses. Each barty hereto ghall Pay its own expenses
incident to this Agreement and the transactiong contemplated hereby, including
all legal and dccounting fees and disbursements.

Séction 4.5 Benefit and Burden, Thisg Agreenient shall inure to the benefit
of, and shall be binding upon, the parties hereto and their respective
successors.

sought to be enforced. The failure of any party at any time to insigt upon
strict performance of any conditiomn, promigé, agréeétent or understanding set
forth herein shall not be cohstrued as a waiver or relinguishment of the right
to insist upon striet performarice of the saife or afly other condition, bromise,

Section 4.7 Assignments. Neither this Agreement nor any right, interest or
¢bligation hereunder may be asgigned by any party hereto and any attempt to do
so shall be null and void.

Section 4.9 Entire Agreement. THIS AGREEMENT SETS FORTH ALL OF THE
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PROMISES, AGREEMENTS, CONDITIONS, UNDERSTANDINGS, WARRANTIES AND REPRESENTATIONS
AMONG THE PARTIES WITH RESPECT TO THE TRANSACTIONS CONTEMPLATED HEREBY, AND
SUPERSEDES ALL PRIOR AGREEMENTS, ARRANGEMENTS AND UNDERSTANDINGS BETWEEN THE
PARTIES HERETO, WHETHER WRITTEN, ORAL OR OTHERWISE. THERE ARE NO PROMISES,
AGREEMENTS, CONDITIONS, UNDERSTANDINGS, WARRANTIES OR REPRESENTATIONS, ORAL OR
WRITTEN, EXPRESS OR IMPLIED, AMONG THE PARTIES EXCEPT AS SET FORTH HEREIN.

Section 4.10 Applicable Law. THIS AGREEMENT SHALL BE GOVERNED BY AND
CONSTRUED IN ACCORDANCE WITH THE LAWS 'OF THE STATE OF Virginia.

Section 4.11 Counterparts. This Agreement may be executed in one or more
counterparts, each of which shall constitute an original and together which
shall constitute one instrument. The parties hereto specifically recognize that
from time to time other corporations may become Members of the Consgolidated
Group and hereby agree that such new Members may become Members to this e
~Agreement -by -executing a copy of this Agreement and it
all the Members had re-signed.

will be effective as if

Section 4.12 Attorneys’ Fees. If any Member or former Member hereto
commences an action against another .party to enforce any of the terms,
covenants, conditions or provisions of this Agreement, or because of a default
by a party under this Agreement, the prevailing party in any such action shall
be entitled to recover its costs, expenses and losses, including attorneys!
fees, incurred in connection with the progsecution or defense of such action from
the losing party.

Section 4.13 No Third Party Rights. Nothing in this Agreement shall be
deemed to create any right in any creditor or other person or entity not a party
hereto and this Agreement shall not be construed in any respect to be a contract
in whole oxr in part for the benefit of any third party.

Section 4.14 Further Documents. The parties agree to execute any and all
documents, and to perform any and all other acts, reasonably necessary to
accomplish the purposes of this Agreement.

Section 4.15 Headings and Captions. The headings and captions contained in
this Agreement are inserted and included solely for convenience and shall not be
considered or given any effect in construing the provisions heréof if any
question of intent should arise.

Section 4.16 Departing Members

(a} In the event that any Member of the DRI -Group at any time leaves the DRI
Group and, under any applicable statutory provision or regulation, that Member is
assigned and deemed to take with it all or a portion of any of the tax attributes of
the DRI Group (including but not limited to NOL, credit carry forwards, and AMTC carry
forwards), then to the extent that the amount of tax attributes so assigned differs
from the amount of such attributes previously allocated to such Member under this
agreement, the departing Member ghall appropriately settle with the DRI Group. Such
settiement shall congist of payment (1) on a dollar for dollar basis for all
differences in credits, and, (2) in the case of NOL differences (or other
differences related to other deductions), in a dollar amount computed by
reference to the amount of NOL.multiplied by the-applicable tax rate’refatiﬁg’tb'
such. NOL. The settlemént payment shall be paid to DRI within sixty days after the
Member leaves the DRI Group. The settlement amounts shall be allocated aimong the
remaining Members of the DRI Group in proportion to the relative level of attributes
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possessed by each Member and the attributes of each Member shall be adjusted
accordingly. :

(b) Upon the departure of any Member from the DRI Group, such Member shall
allocate its items of income, deduction, loss and credit between the period that it was
a Member of the DRI Group and the period thereafter based upon a closing of the books
methodology allowed under Treasury Regulation Section 1.1502-76(b) (2). The difference
between (1) its prior estimated taxes or payments of Tax Benefit and (2) the amount of
taxes due or payments of Tax
Benefit due to that Member, shall be appropriately settled on the day such
Member leaves the Dominion Resources, Inc. Group or on an alternative date mutually
agreeable in writing to the Dominion Resources, Inc. Group and the departing Member,

IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be executed in

its name and on its behalf by one of its officers duly authorized.

J\_d@’ (] ,ﬁz&%@(,bfﬁ%\w«-

Alma W. Showalter
Controller - Tax
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