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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM 10-Q

(Mark one)

X QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE

ACT OF 1934
For the quarterly period ended June 30, 2009

or

TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE
ACT OF 1934

For the transition period from to

Commission File Number 001-08489

DOMINION RESOURCES, INC.

(Exact name of registrant as specified in its charter)
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VIRGINIA 54-1229715
(State or other jurisdiction of (L.R.S. Employer
incorporation or organization) Identification No.)
120 TREDEGAR STREET
RICHMOND, VIRGINIA 23219
(Address of principal executive offices) (Zip Code)

(804) 819-2000

(Registrant s telephone number)

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange Act
of 1934 during the preceding 12 months (or for such shorter period that the registrant was required to file such reports), and (2) has been subject
to such filing requirements for the past 90 days. Yes x No ~

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if any, every Interactive Data
File required to be submitted and posted pursuant to Rule 405 of Regulation S-T (§232.405 of this chapter) during the preceding 12 months (or
for such shorter period that the registrant was required to submit and post such files). Yes x No ~

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer or a smaller reporting
company. See the definitions of large accelerated filer, accelerated filer and smaller reporting company in Rule 12b-2 of the Exchange Act.

Large accelerated filer x Accelerated filer

Non-accelerated filer ~~ (Do not check if a smaller reporting company) Smaller reporting company
Indicate by check mark whether the registrant is a shell company (as defined by Rule 12b-2 of the Exchange Act). Yes © No x

At June 30, 2009, the latest practicable date for determination, 595,252,378 shares of common stock, without par value, of the registrant were
outstanding.
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GLOSSARY OF TERMS

The following abbreviations or acronyms used in this Form 10-Q are defined below:

Abbreviation or Acronym
AOCI

AROs

bef

bcfe

CEO

CFO

DCI

DD&A

Dominion

DEI

Dominion Direct®
Dominion East Ohio
DVP

E&P

EITF

EPA

EPS

FASB

FERC

FIN

FSp

FTRs

GAAP

Hope

kWh

LNG

mcf

mcfe

MD&A

Moody s

MW

MWh

North Anna

NRC

Pennsylvania Commission
Peoples

PIM

ROE

RTO

SEC

SFAS

Standard & Poor s
U.S.

VIEs

Virginia Commission
Virginia Power
West Virginia Commission
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Definition
Accumulated other comprehensive income (loss)
Asset retirement obligations
Billion cubic feet
Billion cubic feet equivalent
Chief Executive Officer
Chief Financial Officer
Dominion Capital, Inc.
Depreciation, depletion and amortization expense

The legal entity, Dominion Resources, Inc., one or more of Dominion Resources, Inc. s consolidated subsidiaries
or operating segments, or the entirety of Dominion Resources, Inc. and its consolidated subsidiaries

Dominion Energy, Inc.

A dividend reinvestment and open enrollment direct stock purchase plan
The East Ohio Gas Company

Dominion Virginia Power operating segment
Exploration and production

Emerging Issues Task Force

Environmental Protection Agency

Earnings per share

Financial Accounting Standards Board
Federal Energy Regulatory Commission
FASB Interpretation No.

FASB Staft Position

Financial transmission rights

U.S. generally accepted accounting principles
Hope Gas, Inc.

Kilowatt-hour

Liquefied natural gas

Thousand cubic feet

Thousand cubic feet equivalent

Management s Discussion and Analysis of Financial Condition and Results of Operations
Moody s Investors Service

Megawatt

Megawatt-hour

North Anna power station

Nuclear Regulatory Commission
Pennsylvania Public Utility Commission

The Peoples Natural Gas Company

PJM Interconnection, LLC

Return on equity

Regional transmission organization
Securities and Exchange Commission
Statement of Financial Accounting Standards
Standard & Poor s Ratings Services, a division of the McGraw-Hill Companies, Inc.
United States of America

Variable interest entities

Virginia State Corporation Commission
Virginia Electric and Power Company

Public Service Commission of West Virginia
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DOMINION RESOURCES, INC.

PART I. FINANCIAL INFORMATION

ITEM 1. CONSOLIDATED FINANCIAL STATEMENTS

CONSOLIDATED STATEMENTS OF INCOME

(Unaudited)

(millions, except per share amounts)
Operating Revenue

Operating Expenses

Electric fuel and other energy-related purchases
Purchased electric capacity

Purchased gas

Other operations and maintenance
Depreciation, depletion and amortization

Other taxes

Total operating expenses
Income from operations

Other income (loss)
Interest and related charges®

Income from continuing operations including noncontrolling interests before income tax expense
Income tax expense

Income from continuing operations including noncontrolling interests
Loss from discontinued operations®

Net Income Including Noncontrolling Interests
Noncontrolling Interests

Net Income Attributable to Dominion

Amounts Attributable to Dominion:
Income from continuing operations, net of tax
Loss from discontinued operations, net of tax

Net income attributable to Dominion

Earnings Per Common Share Basic
Income from continuing operations
Loss from discontinued operations

Table of Contents

Three Months Ended
June 30,

2009

2008(M

$ 3450 $ 3,399

998
105
368
697
271
109

2,548

902

70
221

751

293

458

458

$ 454

$ 454

$ 454

$ 076

786

97
635
804
257
109

2,688

711

@
206

504
200

304
@)

302

$ 298

$ 300

@)

$ 298

$ 052

Six Months Ended
June 30,

2009

2008(M

$8,228 $77752

2,139
213
1,506
1,947
550
266

6,621

1,607

4
441

1,170

460

710

710

$ 702

$ 702

$ 702

$ 1.19

1,567
204
1,790
1,647
511
263
5,982
1,770

4)
421

1,345
357

988
)

986
8

978

980

@)

978

1.70
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Net income attributable to Dominion $ 076 $ 052 $ 1.19 $ 1.70

Earnings Per Common Share Diluted
Income from continuing operations $ 076 $ 051 $ 119 $ 1.69
Loss from discontinued operations

Net income attributable to Dominion $ 076 $ 0.51 $ 1.19 $ 1.69

Dividends paid per common share $ 04375 $ 0395 $0875 $ 0.79

(1)  Our Consolidated Statements of Income for the three and six months ended June 30, 2008 have been recast to reflect the impact of
applying SFAS No. 160, Noncontrolling Interests in Consolidated Financial Statements, as discussed in Note 3.

(2) Includes affiliated interest expense of $5 million and $9 million for the three months ended June 30, 2009 and 2008, respectively, and $11
million and $23 million for the six months ended June 30, 2009 and 2008, respectively.

(3) Net of income tax benefit of $3 million for the three and six months ended June 30, 2008.

The accompanying notes are an integral part of our Consolidated Financial Statements.
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DOMINION RESOURCES, INC.

CONSOLIDATED BALANCE SHEETS

(Unaudited)

(millions)

ASSETS

Current Assets

Cash and cash equivalents

Customer receivables (less allowance for doubtful accounts of $35 and $32)
Other receivables (less allowance for doubtful accounts of $6 and $7)
Inventories

Derivative assets

Assets held for sale

Regulatory assets

Prepayments

Other

Total current assets

Investments

Nuclear decommissioning trust funds
Investment in equity method affiliates
Other

Total investments

Property, Plant and Equipment
Property, plant and equipment
Accumulated depreciation, depletion and amortization

Total property, plant and equipment, net

Deferred Charges and Other Assets
Goodwill

Regulatory assets

Other

Total deferred charges and other assets

Total assets

June 30,
2009

$ 64

1,928
86
1,077
1,487
1,345
580
117
427

7,111

2,310
710
264

3,284

36,893
(13,019)

23,874

3,503
1,571
2,154

7,228

$ 41,497

December 31,
2008M

$ 66
2,354

205

1,166

1,497

1,416

340

163

454

7,661

2,246
726
285

3,257

35,448
(12,174)

23,274

3,503
2,226
2,132

7,861

$ 42,053

(1) Our Consolidated Balance Sheet at December 31, 2008 has been derived from the audited Consolidated Financial Statements at that date.

The accompanying notes are an integral part of our Consolidated Financial Statements.
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DOMINION RESOURCES, INC.

CONSOLIDATED BALANCE SHEETS

(Unaudited)

(millions)

LIABILITIES AND SHAREHOLDERS EQUITY
Current Liabilities

Securities due within one year
Short-term debt

Accounts payable

Accrued interest, payroll and taxes
Derivative liabilities

Liabilities held for sale

Accrued dividends

Other

Total current liabilities

Long-Term Debt

Long-term debt

Junior subordinated notes payable:
Affiliates

Other

Total long-term debt

Deferred Credits and Other Liabilities
Deferred income taxes and investment tax credits
Asset retirement obligations

Pension and other postretirement benefit liabilities
Regulatory liabilities

Other

Total deferred credits and other liabilities
Total liabilities

Commitments and Contingencies (see Note 18)
Subsidiary Preferred Stock Not Subject to Mandatory Redemption

Common Shareholders Equity
Common stock  no pa?

Other paid-in capital

Retained earnings

Accumulated other comprehensive loss

Total common shareholders equity

Total liabilities and shareholders equity

Table of Contents

June 30,
2009

$ 709
1,079
1,008

701
893
540

1,044

5,974

13,956

268
1,483

15,707

3,810
1,539
1,568
1,056

576

8,549

30,230

257

6,370

182

4,623
(165)

11,010

$ 41,497

December 31,
2008M

$ 444
2,030

1,499

754

1,100

570

260

1,137

7,794

13,890

268
798

14,956

4,137
1,802
1,525
944
561

8,969

31,719

257

5,994

182

4,170
(269)

10,077

$ 42,053
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(1)  Our Consolidated Balance Sheet at December 31, 2008 has been derived from the audited Consolidated Financial Statements at that date.
(2) 1 billion shares authorized; 595 million shares outstanding at June 30, 2009 and 583 million shares outstanding at December 31, 2008.
The accompanying notes are an integral part of our Consolidated Financial Statements.
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DOMINION RESOURCES, INC.

CONSOLIDATED STATEMENTS OF CASH FLOWS

(Unaudited)
Six Months Ended June 30, 2009
(millions)
Operating Activities
Net income including noncontrolling interests $ 710

Adjustments to reconcile net income including noncontrolling interests to net cash from operating activities:
Dominion Capital, Inc. impairment loss

Impairment of gas and oil properties 455
Depreciation, depletion and amortization 640
Deferred income taxes and investment tax credits (447)
Other adjustments 33
Changes in:

Accounts receivable 623
Inventories 40
Deferred fuel and purchased gas costs 490
Accounts payable (529)
Accrued interest, payroll and taxes (43)
Margin deposit assets and liabilities (137)
Prepayments (13)
Other operating assets and liabilities 80
Net cash provided by operating activities 1,902

Investing Activities

Plant construction and other property additions (1,707)
Additions to gas and oil properties (81)
Proceeds from sale of securities and loan receivable collections and payoffs 727
Purchases of securities and loan receivable originations (760)
Other 33
Net cash used in investing activities (1,788)

Financing Activities

Issuance (repayment) of short-term debt, net (951)
Issuance of long-term debt 1,195
Repayment of long-term debt (133)
Repayment of affiliated notes payable

Issuance of common stock 314
Common dividend payments (516)
Subsidiary preferred dividend payments (€))
Other 20)
Net cash provided by (used in) financing activities (119)
Decrease in cash and cash equivalents 5)
Cash and cash equivalents at beginning of period® 71
Cash and cash equivalents at end of period® $ 66

Table of Contents

2008(M

$ 986
62

576
322
77

152

24
(423)
(28)
(366)
(590)
(216)
(40)

536

(1,509)
(107)
880
(825)
(110)

(1,671)

721

1,830
(853)
(412)

120
(457)
®)
2

939

(196)
287

10
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Significant Noncash Investing and Financing Activities
Accrued capital expenditures $ 189 $ 67
Debt for equity exchange $ 56 $

(1)  Our Consolidated Statement of Cash Flow for the six months ended June 30, 2008 has been recast to reflect the impact of applying SFAS
No. 160, Noncontrolling Interests in Consolidated Financial Statements, as discussed in Note 3.

(2) 2009 and 2008 amounts include $5 million and $4 million, respectively, of cash classified as held for sale in our Consolidated Balance
Sheets.

(3) 2009 and 2008 amounts include $2 million and $3 million, respectively, of cash classified as held for sale in our Consolidated Balance
Sheets.

The accompanying notes are an integral part of our Consolidated Financial Statements.
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DOMINION RESOURCES, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)
Note 1. Nature of Operations

Dominion Resources, Inc., headquartered in Richmond, Virginia, is one of the nation s largest producers and transporters of energy. Our
operations are conducted through various subsidiaries, including Virginia Electric and Power Company (Virginia Power), our regulated public
utility that generates, transmits and distributes electricity for sale in Virginia and northeastern North Carolina. In addition, our operations also
include a regulated interstate natural gas transmission pipeline and underground storage system in the Northeast, mid-Atlantic and Midwest
states, a liquefied natural gas (LNG) import and storage facility in Maryland and regulated gas transportation and distribution operations in Ohio,
Pennsylvania and West Virginia. We have entered into an agreement to sell our Pennsylvania and West Virginia gas distribution operations as
discussed in Note 4. Our nonregulated operations include merchant generation, energy marketing and price risk management activities,
nonregulated retail energy marketing operations and natural gas exploration and production in the Appalachian basin of the U.S.

We manage our daily operations through three primary operating segments: Dominion Virginia Power (DVP), Dominion Energy and Dominion
Generation. In addition, we also report a Corporate and Other segment that includes our corporate, service company and other functions and the
net impact of certain operations disposed of or to be disposed of, which are discussed in Note 4. Corporate and Other also includes specific items
attributable to Dominion s operating segments that are not included in profit measures evaluated by executive management in assessing the
segments performance or in allocating resources among the segments. See Note 21 for further discussion of our operating segments.

The terms Dominion, Company, we, our and us are used throughout this report and, depending on the context of their use, may represent an;
the following: the legal entity, Dominion Resources, Inc., one or more of Dominion Resources, Inc. s consolidated subsidiaries or operating
segments, or the entirety of Dominion Resources, Inc. and its consolidated subsidiaries.

Note 2. Significant Accounting Policies

As permitted by the rules and regulations of the SEC, our accompanying unaudited Consolidated Financial Statements contain certain condensed
financial information and exclude certain footnote disclosures normally included in annual audited consolidated financial statements prepared in
accordance with GAAP. These unaudited Consolidated Financial Statements should be read in conjunction with the Consolidated Financial
Statements and Notes in our Annual Report on Form 10-K for the year ended December 31, 2008 and our Quarterly Report on Form 10-Q for
the quarter ended March 31, 2009.

In our opinion, the accompanying unaudited Consolidated Financial Statements contain all adjustments necessary to present fairly our financial
position as of June 30, 2009, our results of operations for the three and six months ended June 30, 2009 and 2008 and our cash flows for the six
months ended June 30, 2009 and 2008. Such adjustments are normal and recurring in nature unless otherwise noted.

We make certain estimates and assumptions in preparing our Consolidated Financial Statements in accordance with GAAP. These estimates and
assumptions affect the reported amounts of assets and liabilities, the disclosure of contingent assets and liabilities at the date of the financial
statements and the reported amounts of revenues and expenses for the periods presented. Actual results may differ from those estimates.

Our accompanying unaudited Consolidated Financial Statements include, after eliminating intercompany transactions and balances, our accounts
and those of our majority-owned subsidiaries.

In accordance with GAAP, we report certain contracts and instruments at fair value. See Note 9 for further information on fair value
measurements in accordance with SFAS No. 157, Fair Value Measurements.

The results of operations for interim periods are not necessarily indicative of the results expected for the full year. Information for quarterly
periods is affected by seasonal variations in sales, rate changes, electric fuel and other energy-related purchases, purchased gas expenses and
other factors.

Certain amounts in our 2008 Consolidated Financial Statements and Notes have been recast to conform to the 2009 presentation.

Table of Contents 12
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We have evaluated subsequent events through July 31, 2009, the date our Consolidated Financial Statements were issued.
Note 3. Newly Adopted Accounting Standards

SFAS 160

Effective January 1, 2009, we adopted SFAS No. 160, Noncontrolling Interests in Consolidated Financial Statements. SFAS No. 160 requires
retrospective application of presentation and disclosure changes including that noncontrolling interests be reported as a component of equity and
that net income attributable to the parent and noncontrolling interests be separately identified in the income statement.

Our subsidiary preferred dividends were previously included in interest and related charges in our Consolidated Statements of Income and in
operating activities in our Consolidated Statements of Cash Flows. Due to the application of SFAS No. 160, we now reflect our subsidiary
preferred dividends as an adjustment (noncontrolling interests) to arrive at net income attributable to Dominion in our Consolidated Statements
of Income and in financing activities in our Consolidated Statements of Cash Flows. Since our subsidiary preferred stock does not qualify as
permanent equity, we continue to report these amounts as mezzanine equity in our Consolidated Balance Sheets.

FSP FAS 115-2 and FAS 124-2

We adopted the provisions of FSP FAS 115-2 and FAS 124-2, Recognition and Presentation of Other-Than-Temporary Impairments (FSP FAS
115-2) effective April 1, 2009. This FSP amends the guidance for the recognition and presentation of other-than-temporary impairments and
requires additional disclosures. The recognition provisions of FSP FAS 115-2 apply only to debt securities classified as available for sale or held
to maturity, while the presentation and disclosure requirements apply to both debt and equity securities. Prior to the adoption of FSP FAS 115-2,
as described in Note 2 in our Annual Report on Form 10-K for the year ended December 31, 2008, we considered all debt securities held by our
nuclear decommissioning trusts with market values below their cost bases to be other-than-temporarily impaired as we did not have the ability to
hold the investments through the anticipated recovery period.

Effective with the adoption of FSP FAS 115-2, using information obtained from our nuclear decommissioning trust fixed-income investment
managers, we record in earnings any unrealized loss for a debt security when the manager intends to sell the debt security or it is more likely
than not that the manager will have to sell the debt security before recovery of its fair value up to its cost basis. Additionally, for any debt
security that is deemed to have experienced a credit loss, we record the credit loss in earnings and any remaining portion of the unrealized loss in
other comprehensive income. We evaluate credit losses primarily by considering the credit ratings of the issuer, prior instances of
non-performance by the issuer and other factors. For investments in our utility nuclear decommissioning trusts, all net realized and unrealized
gains and losses on debt securities (including any other-than-temporary impairments) continue to be recorded to a regulatory liability for certain
jurisdictions subject to cost-based regulation.

Upon the adoption of FSP FAS 115-2 for debt investments held at April 1, 2009, we recorded a $20 million ($12 million after-tax) cumulative
effect of a change in accounting principle to reclassify the non-credit related portion of previously recognized other-than-temporary impairments
from retained earnings to AOCI, reflecting the fixed-income investment managers intent and ability to hold the debt securities until the
amortized cost bases are recovered.

Note 4. Dispositions
Sale of Certain DCI Operations

Previously, Dominion Capital, Inc. (DCI) held an investment in the subordinated notes of a third-party collateralized debt obligation (CDO)
entity, which we consolidated in accordance with FIN 46R (revised December 2003), Consolidation of Variable Interest Entities. In March
2008, we reached an agreement to sell our remaining interest in the subordinated notes, effectively eliminating the variability of our interest, and
therefore deconsolidated the CDO entity as of March 31, 2008 and recognized impairment losses of $62 million ($38 million after-tax) in other
operations and maintenance expense. In connection with the sale of the subordinated notes, in April 2008, we received proceeds of $54 million,
including accrued interest.

Planned Sale of Regulated Gas Distribution Subsidiaries

In July 2008, we entered into an agreement with Peoples Hope Gas Companies LLC, a subsidiary of Babcock & Brown Infrastructure Fund
North America (the Fund), to sell Peoples and Hope for approximately $910 million,
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subject to adjustments to reflect levels of capital expenditures and changes in working capital. In May 2009, the Fund s management team
established a new entity, SteelRiver Infrastructure Partners LP (SteelRiver), to acquire the general partner of the Fund from Babcock & Brown.
John Hancock Life Insurance Company (John Hancock) acquired Babcock & Brown s limited partner interests in the Fund. Management rights
over the Fund were acquired by an entity jointly owned by SteelRiver and John Hancock and will be managed under contract with SteelRiver.
The transactions described in the three preceding sentences are referred to as the SteelRiver Transaction. The Peoples and Hope transaction is
expected to close in 2009, subject to regulatory approvals in Pennsylvania and West Virginia.

The carrying amounts of the major classes of assets and liabilities associated with the planned sale of Peoples and Hope and classified as held for
sale in our Consolidated Balance Sheets are as follows:

June 30, December 31,
2009 2008

(millions)
ASSETS
Current Assets
Customer receivables $ 93 $ 172
Other 126 142
Total current assets 219 314
Property, Plant and Equipment
Property, plant and equipment 1,221 1,204
Accumulated depreciation, depletion and amortization (353) (358)
Total property, plant and equipment, net 868 846
Deferred Charges and Other Assets
Regulatory assets 158 156
Other 100 100
Total deferred charges and other assets 258 256
Assets held for sale $ 1,345 $ 1,416
LIABILITIES
Current Liabilities $ 146 $ 192
Deferred Credits and Other Liabilities
Deferred income taxes and investment tax credits 304 289
Other 90 89
Total deferred credits and other liabilities 394 378
Liabilities held for sale $ 540 $ 570

The following table presents selected information regarding the results of operations of Peoples and Hope, which are included in income from
continuing operations including noncontrolling interests:

Three Months Ended Six Months Ended
June 30, June 30,
2009 2008 2009 2008
(millions)

Table of Contents 16
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Operating revenue $ 86 $ 101 $ 401 $ 406
Income before income taxes" 11 50 56 100

(1) Income before taxes for the three and six months ended June 30, 2008 includes a $47 million benefit related to the re-establishment of a
regulatory asset in connection with the pending SteelRiver transaction.
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Note 5. Operating Revenue

Our operating revenue consists of the following:

Three Months Ended Six Months Ended

June 30, June 30,

2009 2008 2009 2008
(millions)
Operating Revenue
Electric sales:
Regulated $ 1,647 $ 1514 $3472 $3,010
Nonregulated 924 779 1,918 1,664
Gas sales:
Regulated 92 189 608 791
Nonregulated 379 572 1,291 1,423
Gas transportation and storage 299 221 719 610
Other 109 124 220 254
Total operating revenue $ 3450 $ 3,399 $8228 $7,752

Note 6. Income Taxes

A reconciliation of income taxes at the U.S. statutory federal rate as compared to the income tax expense recorded in our Consolidated
Statements of Income is presented below:

Six Months Ended
June 30,

2009 2008
U.S. statutory rate 35.0% 35.0%
Increases (reductions) resulting from:
State taxes, net of federal benefit 5.0 2.7
Reversal of deferred taxes stock of subsidiaries held for sale (10.1)
Changes in valuation allowances 0.1 1.2
Legislative changes (1.0)
Other, net (0.8) (1.2)
Effective tax rate 39.3% 26.6%

In 2008, our effective tax rate reflected the reversal of $136 million of deferred tax liabilities, recognized in 2006, associated with the excess of
our financial reporting basis over the tax basis in the stock of Peoples and Hope, in accordance with EITF Issue No. 93-17, Recognition of
Deferred Tax Assets for a Parent Company s Excess Tax Basis in the Stock of a Subsidiary that is Accounted for as a Discontinued Operation.
Although these subsidiaries are not classified as discontinued operations, EITF 93-17 requires that the deferred tax impact of the excess of the
financial reporting basis over the tax basis of a parent s investment in a subsidiary be recognized when it is apparent that this difference will
reverse in the foreseeable future. In 2006, based on the intended form of the sale to Equitable Resources, Inc. (Equitable), we recognized these
deferred tax liabilities since this difference was expected to reverse upon closing of the sale.

In January 2008, Dominion and Equitable agreed to terminate the agreement for the sale of Peoples and Hope. At that time, based on our
expectation that the form of any future disposal of these subsidiaries would be structured so that the taxable gain would instead be determined by
reference to the basis in the subsidiaries underlying assets, we reversed the related deferred tax liabilities recognized in 2006. As discussed in
Note 4, we have executed a new agreement to sell Peoples and Hope, whereby we will determine our taxable gain by reference to the basis in the
subsidiaries underlying assets.
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As the result of West Virginia legislative changes enacted in the first quarter of 2008 that provided for income tax rate reductions, to be phased
in during the period 2009 through 2014, we reduced our net deferred tax liabilities by $13 million.

In the second quarter of 2009, the U.S. Congressional Joint Committee on Taxation completed its review of our settlement with the Appellate
Division of the Internal Revenue Service (IRS Appeals) for tax years 1999 through 2001. Settlement negotiations with IRS Appeals regarding
our protest of adjustments proposed for tax years 2002 and 2003 are ongoing. In addition, the Internal Revenue Service has completed its audit
and has proposed adjustments for tax years 2004 and 2005. We filed protests for certain of those adjustments in July 2009.

At June 30, 2009, unrecognized tax benefits related to current year tax positions were $26 million. During the six months ended June 30, 2009,
unrecognized tax benefits related to prior year uncertain tax positions increased on a gross basis by $32 million and decreased on a gross basis
by $45 million. In addition, unrecognized tax benefits for prior years decreased by $11 million for settlements with tax authorities and $20
million for amounts that otherwise become deductible in 2009.

For a discussion of reasonably possible changes that could occur in our unrecognized tax benefits during the next twelve months, see Note 7 to
our Annual Report on Form 10-K for the year ended December 31, 2008. In addition, with the completion of the audit of tax years 2004 and
2005, it is reasonably possible that unrecognized tax benefits could decrease up to $50 million over the next twelve months, resulting from
successful settlement negotiations or payments to tax authorities, with no material impact on our results of operations.

Note 7. Earnings Per Share

The following table presents the calculation of our basic and diluted EPS:

Three Months Ended Six Months Ended

June 30, June 30,
2009 2008 2009 2008

(millions, except EPS)

Net income attributable to Dominion $ 454 $ 298 $ 702 $ 978
Average shares of common stock outstanding Basic 593.7 577.1 589.5 576.2
Net effect of potentially dilutive securities " 0.3 3.6 0.4 3.3
Average shares of common stock outstanding  Diluted 594.0 580.7 589.9 579.5
Earnings Per Common Share  Basic $ 076 $ 052 $ 1.19 §$ 1.70
Earnings Per Common Share Diluted $ 076 $ 051 $ 119 $ 1.69

(1) Potentially dilutive securities consist of options, goal-based stock and contingently convertible senior notes.

Potentially dilutive securities with the right to acquire approximately 2.7 million and 2.2 million common shares for the three and six months
ended June 30, 2009, respectively, were not included in the respective period s calculation of diluted EPS because the exercise or purchase prices
of those instruments were greater than the average market price of our common shares. There were no such anti-dilutive securities outstanding
during the three and six months ended June 30, 2008.
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Note 8. Comprehensive Income

The following table presents total comprehensive income:

Three Months Ended Six Months Ended
June 30, June 30,
2009 2008 2009 2008

(millions)
Net income including noncontrolling interests $ 458 $ 302 $710 $ 986
Other comprehensive income (loss):
Net other comprehensive income (loss) associated with effective portion of changes in
fair value of derivatives designated as cash flow hedges, net of taxes and amounts
reclassified to earnings 112)® (787)® 39 (1,123)@
Other, net of tax 530, 4) 77 ® (60)®
Other comprehensive income (loss) 89) (791) 116 (1,183)
Comprehensive income (loss) including noncontrolling interests 399 (489) 826 (197)
Noncontrolling interests 4 4 8 8
Total comprehensive income (loss) attributable to Dominion $ 395 $ (493) $ 818 $ (205

(1) Principally reflects the reclassification of electricity-related derivative activity to earnings.

(2) Primarily due to the impact of an increase in commodity prices.

(3) Principally represents a net increase in unrealized gains on investments held in merchant nuclear decommissioning trusts.

(4) Primarily represents a reduction in unrealized gains on investments held in merchant nuclear decommissioning trusts.

Other comprehensive income (loss) for the three and six months ended June 30, 2009 excludes a $20 million ($12 million after-tax) adjustment
representing the cumulative effect of the change in accounting principle related to the adoption of FSP FAS 115-2.

Note 9. Fair Value Measurements

Our fair value measurements are made in accordance with the policies discussed in Note 8 to our Annual Report on Form 10-K for the year
ended December 31, 2008. In addition, see Note 10 in this report for further information about our derivatives and hedge accounting activities.

The following table presents our assets and liabilities that are measured at fair value on a recurring basis for each hierarchy level, including both
current and noncurrent portions:

Levell Level2 Level3 Total

(millions)

As of June 30, 2009

Assets

Derivatives $ 140 $1,765 $ 135 $2,040
Investments 920 1,375 2,295
Total assets $1,060 $3,140 $ 135 $4,335
Liabilities

Derivatives $ 14 $ 979 $ 104 $1,097
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As of December 31, 2008

Assets

Derivatives $ 125 $1,672 $ 243 $2,040
Investments 725 1,501 2,226
Total assets $ 850 $3,173 $ 243 $4,266
Liabilities

Derivatives $ 7 $1,0146 $ 144 $1,297
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The following table presents the net change in the assets and liabilities measured at fair value on a recurring basis and included in the Level 3
fair value category:

Three Months Ended Six Months Ended

June 30, June 30,

2009 2008 2009 2008
(millions)
Beginning balance $ 98 $ 72 $ 99 $ (61)
Total realized and unrealized gains or (losses):
Included in earnings 69) 54 (131) 63
Included in other comprehensive income (loss) (108) (327) (88) (377)
Included in regulatory assets/liabilities 32 167 55 200
Purchases, issuances and settlements 78 (11) 112 (12)
Transfers out of Level 3 2) (16) 4)
Ending balance $ 31 $ (191) $ 31 $ (191)
The amount of gains (losses) for the period included in earnings attributable to the change in
unrealized gains/losses relating to assets still held at the reporting date $ 3 $ 20 $ (100 $ 21

The following table presents gains and losses included in earnings in the Level 3 fair value category:

Electric fuel

and other
Operating energy-related

revenue purchases Purchased gas Total
(millions)
Three Months Ended June 30, 2009
Total gains or (losses) included in earnings $ 18 $ 87) $ $ (69)
The amount of total gains (losses) for the period included in earnings
attributable to the change in unrealized gains/losses relating to
assets/liabilities still held at the reporting date 3 3

Three Months Ended June 30, 2008

Total gains or (losses) included in earnings $ (@36 $ 71 $ 19 $ 54
The amount of total gains (losses) for the period included in earnings

attributable to the change in unrealized gains/losses relating to

assets/liabilities still held at the reporting date (13) 15 18 20

Six Months Ended June 30, 2009

Total gains or (losses) included in earnings $ 14 $ (138) $ @) $ (131)
The amount of total gains (losses) for the period included in earnings

attributable to the change in unrealized gains/losses relating to

assets/liabilities still held at the reporting date @) (€)) 5) (10)

Six Months Ended June 30, 2008

Total gains or (losses) included in earnings $ (6D $ 89 $ 25 $ 63
The amount of total gains (losses) for the period included in earnings

attributable to the change in unrealized gains/losses relating to

assets/liabilities still held at the reporting date (16) 15 22 21
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As of June 30, 2009, our net balance of commodity derivatives categorized as Level 3 fair value measurements was a net asset of $31 million. A
hypothetical 10% increase in commodity prices would decrease the net asset by $34 million, while a hypothetical 10% decrease in commodity
prices would increase the net asset by $35 million.

Additionally, during the first quarter of 2009, we evaluated an equity method investment for impairment and recorded a $23 million impairment
in other income (loss) in our Consolidated Statement of Income. The resulting
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fair value of $10 million was estimated using an expected present value cash flow model and is considered a Level 3 fair value measurement due
to the use of significant unobservable inputs related to the timing and amount of future equity distributions based on the investee s future
financing structure, contractual and market based revenues and operating costs.

There were no significant non-financial assets or liabilities that were measured at fair value on a nonrecurring basis during the six months ended
June 30, 2009.

Fair Value of Financial Instruments

Substantially all of our financial instruments are recorded at fair value, with the exception of the instruments described below that are reported at
historical cost. Estimated fair values have been determined using available market information and valuation methodologies considered
appropriate by management. At June 30, 2009 and December 31, 2008, the carrying amount of our cash and cash equivalents, customer and
other receivables, short-term debt and accounts payable are representative of fair value due to the short-term nature of these instruments. The
financial instruments carrying amounts and fair values are as follows:

June 30, 2009 December 31, 2008
Carrying Estimated Fair  Carrying Estimated Fair
Amount Value® Amount Value®
(millions)
Long-term debt® $14,665 $ 15,482 $14334 § 14,260
Junior subordinated notes payable to:
Affiliates 268 219 268 234
Other 1,483 1,283 798 409
Subsidiary preferred stock® 257 231 257 231

(1) Fair value is estimated using market prices, where available, and interest rates currently available for issuance of debt with similar terms
and remaining maturities. The carrying amount of debt issues with short-term maturities and variable rates refinanced at current market
rates is a reasonable estimate of their fair value.

(2) Includes securities due within one year and amounts which represent the unamortized discount and premium. Also includes the valuation
of certain fair value hedges associated with our fixed rate debt of $12 million and $15 million at June 30, 2009 and December 31, 2008,
respectively.

(3) Includes issuance expenses of $2 million at June 30, 2009 and December 31, 2008.

Note 10. Derivatives and Hedge Accounting Activities

Our accounting policies and objectives and strategies for using derivative instruments are discussed in Note 2 to our Annual Report on Form
10-K for the year ended December 31, 2008.

The following table presents the volume of our derivative activity as of June 30, 2009. These volumes are based on open derivative positions and
represent the combined absolute value of our long and short positions, 