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This memo will provide a broad overview of two points, with more detailed information
available upon request:

1. Dominion’s shareholdersbear an enormousfinancial and competitiverisk asa
result of Dominion’s lack of strategic focus on reducing greenhouse gas emissions.

2. Dominion’stransparency on climaterisk preparednesslags far behind their peers.

DOMINION'S SHAREHOL DERS BEAR ENORMOUS FINANCIAL AND COMPETITIVE RISKS

For the electric power industry, climate change is much more than a “triple bottom line” issue.
Dominion and its shareowners bear significant economic and competitive risks, while some
electric power companies could aso see noteworthy gains. Electricity isthe nation’s second
largest source of CO, emissions, accounting for 39 percent of total CO, emissions.

Economic and Regulatory Risks. Federal action on climate change is no longer a question of ‘if’
but now is a question of ‘when and how’. Senators Domenici (R-NM) and Bingaman (D-NM)
are actively designing a mandatory, market-based greenhouse gas regulatory system for the
electric power sector. Additionally, four states' are already regulating CO, from electric utilities,
and others are considering it. Seven northeastern states” have agreed to aregional cap-and-trade
emissions reduction program for the e ectric power sector, and California, Oregon, and
Washington are working on a similar region-wide approach to limit greenhouse gases. Thiskind
of patchwork quilt of state and regional regulations makes compliance costly and less certain.

Efforts to quantify the economic and competitive risks faced by electric utilities have shown:

L osses of 24%—83% of EBITDA>*in companies with high-carbon fuel mixes that
have not prepared for future costs of carbon emissions.

Gains of 4%—139% of EBITDA® in more prepared companies with less polluting fuel
mixes.

Costsranging from 1% - 30% of 2000 revenues’ to comply with a proposed four-
pollutant cap and trade scenario.
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Costs ranging from $2.6 to $9 billion” to comply with proposed federal GHG
regulations for some large electric utilities (company size and fuel mix will influence cost
of compliance).

Each power company’ srisk varies based on its fuel mix, overall emissions footprint, investment
in clean power technologies such as wind, geographic location, and general preparedness.
Investors need confidence that companies are managing this risk carefully, and Dominion’s
current disclosure—particularly on the company’ s strategic planning and emission reduction
goals—is severdly lacking compared to peers.

DOMINION'S TRANSPARENCY ON CLIMATE RISK PREPAREDNESS L AGS FAR BEHIND PEERS

Resolve Clause: Shareholdersrequest a report [reviewed by a board committee of independent
directors] on how the company is responding to rising regulatory, competitive, public pressure
to significantly reduce carbon dioxide and other emissions from the company's current and
proposed power plant operations. The report should be provided by September 1, 2006 at a
reasonable cost and omit proprietary information.

In arecent review of electric power companies’ climate risk preparedness’, Dominion
ranked 18" out of 19 companies, scoring only 27 points out of 100 (see chart at right
and addendum on page 4 for more detail).

Shareholders filed similar resolutions with five other electric power companies this
year, al of which have been withdrawn because each company has all agreed to
increase its climate risk analysis and disclosure.

In specific, Dominion’s climate risk preparedness and disclosure to investors falls
behind peers on three specific criteria

1. Emissions Disclosure and Management. Dominion’s absolute CO,
emissions have been rising (by nearly 12% from 2000 to 2004), asits coal
generation has risen, putting the company at increasing risk of future
regulations that will assign a monetary cost to carbon emissions.

Unlikeits peers, Dominion has set no reduction targets beyond a modest (S:CO@ of Electric Power
commitment to reduce the intensity of GHG emissions over the next decade.’  on aseaioof 100 points.

Dominion has failed to respond to the Carbon Disclosure Project (CDP)™°, a nine question
survey of the FT500 companies through which 211 institutional investors representing
$31 trillion under management request climate risk disclosure. Dominion claimed that
“an accurate response to such broad questions would be nearly impossible.” US utilities
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and generators that found it possible to respond to the questionnaire include AEP,
Entergy, Exelon, Duke, FirstEnergy, FPL, PG& E, Southern, and TXU.

Additionally, 15 US investors, representing $550 billion in assets under management
recently sent aletter to Dominion and 42 other electric power companies requesting
increased disclosure on the company’ s strategic, corporate management of climate risks
and opportunities. Dominion failed to respond, even while several others responded
favorably.

2. Quantified Regulatory Scenario Analysis. Investors seek areasonable examination of
plausible and existing regul atory scenarios. Competitors, such as American Electric
Power, have shown that such analysisis possible and indeed very useful—plausible
regulatory scenarios could cost AEP between $2.6 to $9 billion (NPV). And anew
research paper from Bernstein and Company shows that mainstream analysts are closely
examining how regulations may affect specific electric utilities'.

Despite Dominion’s strong preference for voluntary GHG reduction strategies, thereis a
clear and growing trend by state and regional governmentsto set regulatory standards for
GHG emissions, and federal policies are currently being crafted by Senators Domenici
(R-NM) and Bingaman (D-NM). Such regulations will have fiduciary and competitive
implications for Dominion’ s shareholders, and the company has failed to disclose
analyses of these risks.

3. Strategic Analysisof Climate Risk. Dominion supports a voluntary approach to GHG
management, leaving shareholders at risk while its competitors are actively engaged in
guantifying and managing the impacts of legislation that they believe isimminent at the
regional and federal levels. Despite wide acceptance of climate change science by its
peersincluding AEP, Cinergy, Exelon and others, Dominion still claimsthereis no
consensus on the issue.

Aside from receiving periodic updates, it is unclear what role the Board of Directors
plays in formulating Dominion’ s response to coming carbon constraints. On this measure,
Dominion received the lowest possible score in the above-mentioned Ceres report.

Dominion AEP Cinergy Exelon
“Thereiscurrently no clear | “Enough is known about the | “There are aspects of “We accept that the science
consensus on the extent and | science and environmental climate science that are on global warming is
implications of global impacts of climate change indisputable: 1) CO, isat its | overwhelming. There
climate change or on what for usto take actions to highest concentrationsin the | should be mandatory carbon
actions are needed to address its consequences. past 400,000 years, 2) the constraints.”
addressthisissue. We As we make business earth is getting warmer, 3)
support . . . the electric decisions about investing in | the warming is caused by
power sector’s voluntary assets with a 40-year life, human and natural
commitment to reduce we are assuming that the processes. We will
sector-wide GHG emission | world will collectively eventually operate our . .
intensity.” (emphasis added) | address climate change .power plants under the

during that time.” congtraints of GHG
regulation.”
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ADDENDUM:
DOMINION’' S PROFILE FROM THE 2006 CORPORATE GOVERNANCE AND CLIMATE RISK REPORT
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