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May 16,2002 

Blanca Bayo, Director 
Division of Commission Clerk and Administrative Services 
Florida Public Service Commission 
2540 Shumard Oak Boulevard 
Tallahassee, Florida 323 99-0866 

Re: Application by City Gas Company of Florida for Authority 
to Issue and Sell Securities During the 12 Months Ending 
September 30,2001 - Docket No. 001084-GU 
Order No. PSC-oo-2411A-CO-GU - Consummation Report 

Dear Ms. Bayo: 

This letter is a supplement to the consummation report filed in the above matter 
on February 15, 2002. In that letter NU1 Utilities, he . ,  indicated that it had not issued 
equity or debt securities during the fiscal year ending September 30, 2001. A question 
has arisen as to whether NU1 Corporation, NU1 Utilities, I n c h  parent, issued securities 
during that period. 

NU1 Corporation (“NUI”) is a public utility holding company exempt from 
registration under the Public Utility Holding Company Act of 1935. It was formed on 
March 1, 2001. NUI Utilities, Inc. is the subsidiary that holds the regulated utility 
operating divisions in Florida (City Gas Company of Florida), Maryland (Elkton Gas 
Services), New Jersey (Elizabethtown Gas Company), New York (Waverly Gas Service), 
North Carolina (North Carolina Gas Service) and Pennsylvania (Valley Cities Gas 
Service). NU1 Corporation had been an exempt holding company from 1969 to 1994. 

AUS At that time, the holding company structure was collapsed and NU1 Corporation became 
CAF a utility corporation with operating divisions in six jurisdictions. As a result of changes 
GMP - in the energy markets and various state and federal regulations, NU1 elected to recreate 

the holding company structure. The Company believed such a structure would provide COM 
CTR 
ECR greater financial and organizational flexibility to compete in deregulated markets while 
G C l  insulating the utility operations from risk. 
1OPC 
NMS --- NU1 Corporation was reorganized into a holding company structure pursuant to 
OTH --- an agreement and plan of exchange between NU1 Corporation, subsequently renamed 

NU1 Utilities, Inc. and NU1 Holding Company, subsequently renamed NU1 Corpoation. 
Under the agreement, each outstanding share of NU1 common stock was automatically 
exchanged by operation of law on a share-for-share basis for holding company stock. 
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Each share of holding company stock previously issued to WI was then cancelled. This 
transaction resulted in NU1 becoming a wholly owned subsidiary of Holding Company. 

On March 28, 2001 NU1 Corporation, subsequent to being reorganized as a 
holding company, completed its acquisition of Virginia Gas Company. The purchase 
price totaled $29 million which included the issuance of 792,600 shares of NU1 common 
stock (see Ex. A, SEC Form S-4 Registration Statement). No other securities were 
issued during the fiscal year ending September 30,2001, 

Please contact me should you have additional questions. 

Very truly yours, 

Mary Patricia Keefe 
Associate General Counsel 

and 
Director of Regulatory Affairs 

MPK:mab 

u:\legal\mpk\bayo re consummation supplemental letter 



10k Wizard: SEC Filings Page 1 of 134 

NU1 CORP /NJ/ filed this S-4/A on 10/05 /2000.  

As f i l e d  w i t h  t h e  S e c u r i t i e s  a n d  E x c h a n g e  Commission on  October  5, 2000 

SECURITIES AND EXCHANGE COMMISSION 
Washington, D.C.  20549 

-----_-__-__--_ 

PRE-EFFECTIVE 

AMENDMENT NO. 1 TO 
FORM 5-4 

REGISTRATION STATEMENT 
U n d e r  

T h e  S e c u r i t i e s  A c t  of 1 9 3 3  

----_--_-_----- 
NU1 CORPORATION 

( E x a c t  n a m e  o f  c o - r e g l s t r a n t  a s  s p e c i f i e d  i n  i t s  c h a r t e r )  

New Jersey 4 924 
(State or other jurisdiction 

incorporation or 

(Primary Standard Industrial 
of Classification Code Number)  

organization) 

N U 1  HOLDING COMPANY 
( E x a c t  name of co-registrant a s  s p e c i f i e d  i n  its charter) 

New Jersey 6719 
(State or other jurisdiction 

of 
incorporation or 

organization) 

(Primary Standard Industrial 
C1 assi f i ca t ion Code Number) 

NU1 Corporation 
NU1 Holding Company 
550 Route 202-206 

P . O .  Box 760 
Bedminster, New Jersey 07921-0760 

(908) 781-0500 

(Address, including zip code, and telephone 
number, 

principal executive offices) 
including area code, of co-registrant ‘s 

C o p i e s  t o :  

22-1869941 
( I . R . S .  Employer 

Identification Number) 

22-3708029 
(I .R. S. Employer 

Identiflcation Number) 

James R. Van Horn, E s q .  
Chief Admini s t  rat ive Officer, 

General Counsel and Corporate Secretary 
550 R o u t e  202-206 

P . O .  Box 760 
Bedminster, New J e r s e y  07921-0760 

(908) 781-0500 
(Name, address, including zip code, and 

telephone n u m b e r ,  
including area code, of agent for service) 

http : //ccbn . tenkwi zard . com/pri nt. php?repo=ten k&i page= 1 22 1 03 3 &attach=ON&doc= 1 5/16/2002 
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Gary E .  T h o m p s o n ,  E s q .  E l i z a b e t h  A.  M c C l a n a h a n ,  E s q .  J a n e  W h i t t  S e l l e r s ,  E s q .  
H u n t o n  & Williams P e n n ,  S t u a r t  & E s k r i d g e  McGuireWoods L L P  

R i v e r f r o n t  P l a z a ,  E a s t  T o w e r  2 0 8  E a s t  M a i n  S t r e e t  O n e  J a m e s  C e n t e r  
9 5 1  E a s t  Byrd S t r e e t  A b i n g d o n ,  V i r g i n i a  2 4 2 1 2  9 0 1  E a s t  C a r y  S t r e e t  

R i c h m o n d ,  V i r g i n i a  2 3 2 1 9  ( 5 4 0 )  6 2 8 - 5 1 5 1  R i c h m o n d ,  V i r g i n i a  2 3 2 1 9  
v m )  7 e a - a z o o  ( 8 0 4 )  775-1000 

A p p r o x i m a t e  d a t e  o f  c o m m e n c e m e n t  o f  proposed s a l e  t o  t h e  p u b l i c :  a s  s o o n  a s  

I f  t h e  s e c u r i t i e s  b e i n g  r e g i s t e r e d  o n  t h i s  f o r m  a re  b e i n g  o f f e r e d  i n  
p r a c t i c a b l e  a f t e r  t h i s  R e g i s t r a t i o n  S t a t e m e n t  b e c o m e s  e f f e c t i v e .  

c o n n e c t i o n  w i t h  t h e  f o r m a t i o n  of a h o l d i n g  c o m p a n y  a n d  t h e r e  i s  c o m p l i a n c e  
w i t h  G e n e r a l  I n s t r u c t i o n  G,  c h e c k  t h e  f o l l o w i n g  box: [-I 

p u r s u a n t  t o  R u l e  4 6 2 ( b )  u n d e r  t h e  S e c u r i t i e s  A c t ,  c h e c k  t h e  f o l l o w i n g  b o x  a n d  
list t h e  S e c u r i t i e s  A c t  r e g i s t r a t i o n  s t a t e m e n t  n u m b e r  o f  t h e  e a r l i e r  e f f e c t i v e  
r e g i s t r a t i o n  s t a t e m e n t  f o r  t h e  same o f f e r i n g :  [-J 

u n d e r  t h e  S e c u r i t i e s  A c t ,  c h e c k  t h e  f o l l o w i n g  box a n d  l i s t  t h e  S e c u r i t i e s  A c t  
r e g i s t r a t i o n  s t a t e m e n t  n u m b e r  of t h e  e a r l i e r  e f f e c t i v e  r e g i s t r a t i o n  s t a t e m e n t  
f o r  t h e  s a m e  o f f e r i n g :  [ - ]  

I f  t h i s  f o r m  i s  f i l e d  t o  r e g i s t e r  a d d i t i o n a l  s e c u r i t i e s  f o r  a n  o f f e r i n g  

I f  t h i s  f o r m  i s  a p o s t - e f f e c t i v e  a m e n d m e n t  f i l e d  p u r s u a n t  t o  R u l e  4 6 2 ( d )  

T h e  r e g i s t r a n t  h e r e b y  a m e n d s  t h i s  R e g i s t r a t i o n  S t a t e m e n t  o n  s u c h  d a t e  or 
da tes  a s  may be n e c e s s a r y  t o  delay i t s  e f f e c t i v e  da te  u n t i l  t h e  r e g i s t r a n t  
s h a l l  f i l e  a f u r t h e r  a m e n d m e n t  w h i c h  s p e c i f i c a l l y  states t h a t  t h i s  
R e g i s t r a t i o n  S t a t e m e n t  s h a l l  t h e r e a f t e r  b e c o m e  e f f e c t i v e  i n  a c c o r d a n c e  w i t h  
S e c t i o n  8 ( a )  of t h e  S e c u r i t i e s  A c t  o f  1933 o r  u n t i l  t h i s  R e g i s t r a t i o n  
S t a t e m e n t  s h a l l  become e f f e c t i v e  on s u c h  date  a s  t h e  C o m m i s s i o n ,  a c t i n g  
p u r s u a n t  t o  s a i d  S e c t i o n  8(a), m a y  d e t e r m i n e .  

VIRGINIA GAS COMPANY 

MERGER PROPOSAL -- YOUR VOTE I S  VERY IMPORTANT 

V i r g i n i a  G a s  C o m p a n y ' s  board of d i rec tors  has u n a n i m o u s l y  a p p r o v e d  a merger 
and  a m e r g e r  a g r e e m e n t  w i t h  N U 1  C o r p o r a t i o n  a n d  i s  s e e k i n g  y o u r  a p p r o v a l  of 
t h i s  i m p o r t a n t  t r a n s a c t i o n .  

T h e  V i r g i n i a  G a s  board b e l i e v e s  t h a t  t h e  m e r g e r  i s  i n  y o u r  a n d  V i r g i n i a  
G a s ' s  best  i n t e r e s t s  a n d  u n a n i m o u s l y  r e c o m m e n d s  t h a t  y o u  v o t e  FOR a p p r o v a l  a n d  
a d o p t i o n  of t h e  m e r g e r  a g r e e m e n t .  

I f  we c o m p l e t e  t h e  merger, V i r g i n i a  G a s ' s  s t o c k h o l d e r s  w i l l  r e c e i v e  $4.00 
w o r t h  of NU1 common s t o c k  f o r  e a c h  V i r g i n i a  G a s  s h a r e  t h a t  t h e y  o w n .  T h e  n u m b e r  
o f  s h a r e s  o f  NU1 common s t o c k  t h a t  V i r g i n i a  G a s ' s  s t o c k h o l d e r s  w i l l  r e c e i v e  
w i l l  be based o n  t h e  a v e r a g e  t r a d i n g  price of N U 1  common s t o c k  d u r i n g  t h e  2 0  
t r a d i n g - d a y  p e r i o d  e n d i n g  on  t h e  s e v e n t h  t r a d i n g  day p r i o r  t o  t h e  c l o s i n g  o f  
t h e  m e r g e r .  

N U 1  common s t o c k  t r a d e s  o n  t h e  New York S t o c k  E x c h a n g e  u n d e r  t h e  s y m b o l  
"NUI." On S e p t e m b e r  29,  2000, t h e  c l o s i n g  price o f  NU1 common s t o c k  w a s  
$30 .207 .  I t  i s  i n t e n d e d  t h a t  V i r g i n i a  G a s  s t o c k h o l d e r s  will n o t  i n c u r  federal  
i n c o m e  t a x  a s  a r e s u l t  o f  t h e  r e c e i p t  o f  s h a r e s  o f  NU1 common s t o c k .  

P l e a s e  see p a g e s  15 a n d  1 6  for d e t a i l e d  i n f o r m a t i o n  a b o u t  t h e  e x c h a n g e  o f  
V i r g i n i a  Gas common s t o c k ,  a s  w e l l  a s  pages 1 a n d  2 for a d e s c r i p t i o n  o f  
a d d i t i o n a l  f a c t o r s  t h a t  may a f f e c t  t h e  v a l u e  o f  t h e  N U 1  common s t o c k  t o  be 
i s s u e d  i n  t h e  m e r g e r ,  a l o n g  w i t h  s e v e r a l  o t h e r  r i s k  f a c t o r s  p e r t a i n i n g  t o  t h e  
m e r g e r  t h a t  you s h o u l d  c o n s i d e r .  

V i r g i n i a  G a s  h a s  s c h e d u l e d  i t s  a n n u a l  m e e t i n g  on N o v e m b e r  8 ,  2000,  t o  v o t e  
o n  t h e  a p p r o v a l  a n d  adoption o f  t h e  m e r g e r  a g r e e m e n t  a n d  t o  e lect  t w o  p e r s o n s  
t o  t h e  V i r g i n i a  G a s  b o a r d .  Y o u r  v o t e  is i m p o r t a n t ,  r e g a r d l e s s  of t h e  n u m b e r  of 
s h a r e s  you o w n .  P l e a s e  v o t e  as s o o n  as p o s s i b l e  t o  m a k e  s u r e  t h a t  Y O U K  s h a r e s  
a r e  r e p r e s e n t e d  a t  t h e  m e e t i n g .  To g r a n t  y o u r  proxy to v o t e  p u r  s h a r e s ,  you 
m u s t  complete a n d  r e t u r n  t h e  enclosed p r o x y  ca rd .  You m a y  also c a s t  y o u r  v o t e  
i n  p e r s o n  a t  t h e  a n n u a l  m e e t i n g .  I f  you do n o t  v o t e ,  i t  w i l l  h a v e  t h e  s a m e  
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effect as voting against the merger. 
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In the materials accompanying this letter, you will find a Notice of Annual 
Meeting, a proxy statementlprospectus relating to the actions to be taken by 
Virginia Gas's stockholders at the annual. meetinq and a proxy card. The proxy 
statement/prospectus provides you with detailed information about the merger. I 
encourage you to read the entire proxy statement/prospectus and notice 
carefully. Should you have questions about the merger ,  please call Angela 
Cvetkovski, Investor Relations, at ( 5 4 0 )  676-2380. 

On behalf of your board of directors, I thank you for your support and urge 
you to vote FOR approval and adoption of the merqer agreement and the election 
o f  all nominees to the Virginia Gas board. 

/ s /  Michael L. Edwards 

Michael L. Edwards 
President and Chief Executive Officer 

Neither the Securities and Exchange Commission nor any state securities 
commission has approved the N U 1  or NU1 Holding common stock to be issued 
under this document or determined if this document is accurate or adequate. 
Any representation to the contrary is a criminal offense. 

This p r o x y  statement/prospectus is da ted  October 5, 2000, and is 

first being mailed to stockholders on or about October 6, 2000 

This document is the proxy statement of Virginia Gas Company for its annual 
stockholder meetinq and the prospectus of NU1 Corporation and NU1 H o l d i n g  
Company for the common stock to be issued in the merger. This document gives 
you detailed information about the merger. This proxy statement/prospectus 
incorporates, by reference to other documents, important business and financial 
information about Virginia G a s  Company, NU1 Corporation and NU1 Holding 
Corporation that is not included in this proxy statement/prospectus. See "WHERE 
YOU CAN F I N D  MORE INFORMATION" for additional information about the companies 
that is on f i l e  with the Securities and Exchange Commission. To obtain timely 
delivery, Virginia Gas stockholders must request this information no less than 
five business days before they make their investment decision. Therefore, 
Virginia Gas stockholders must request t h i s  information by November 1, 2000. 
You may obtain these documents without charge by writing or calling Virginia 
G a s  or NU1 at the following addresses and telephone numbers: 

NU1 Corporation 
L i n d a  Lennox 

I n v e s t o r  Relations 
550 Route 202-206 

P. 0. Box 760 
Bedminster, N e w  Jersey 07921-0760 

Telecopy: ( 9 0 8 )  781-0718 
( 9 0 8 )  7 8 1 - 0 5 0 0  

VIRGINIA GAS COMPANY 

Notice of Annual Meeting of Stockholders 

V i r g i n i a  Gas  Company 
Angela C v e t  kovs k i  
Investor Relations 

2 0 0  East Main Street 
Abingdon ,  Virginia 24210 

(540) 676-2380 
Telecopy: ( 5 4 0 )  619-5230 

An annual meeting of Stockholders of Virginia Gas Company will be held at 
Abingdon's Martha Washington Inn, 150 West Main Street, Abingdon, Virginia, at 
1O:OO a.m., local time, on November 8, 2000, for the following purposes: 

1. To consider and vote upon a proposal to approve and adopt the Agreement 
and Plan of Reorganization, dated as of June 13, 2000, among Virginia 
Gas, NU1 and a wholly-owned subsidiary of NUI, providing for  the merger 

http://ccbn.tenkwizard. com/print . php?repo=tenk&ipage= 1 22 1 03 3&attach=ON&doc= 1 5/16/2002 
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of t h e  s u b s i d i a r y  o f  NU1 w i t h  and i n t o  V i r g i n i a  G a s .  

Page 4 of 134 

2 .  T o  elect t w o  p e r s o n s  t o  t h e  V i r g i n i a  G a s  board o f  d i rec tors .  

3 .  T o  act  u p o n  a n y  o t h e r  m a t t e r s  p rope r ly  c o m i n g  b e f o r e  t h e  a n n u a l  m e e t i n g  
a n d  a n y  a d j o u r n m e n t  o r  p o s t p o n e m e n t  of t h e  m e e t i n g .  

O n l y  h o l d e r s  of r eco rd  o f  V i r g i n i a  G a s  common stock a t  t h e  close of b u s i n e s s  
o n  September 29 ,  2000, a r e  e n t i t l e d  t o  v o t e  a t  t h e  a n n u a l  m e e t i n g  o r  a n y  
a d j o u r n m e n t s  o r  p o s t p o n e m e n t s  t h e r e o f .  A p p r o v a l  o f  t h e  m e r g e r  p r o p o s a l  a n d  t h e  
e l e c t i o n  of d i r e c t o r s  a t  t h e  a n n u a l  m e e t i n g  r e q u i r e s  t h e  a f f i r m a t i v e  v o t e  o f  
t h e  holders o f  a m a l o r i t y  o f  t h e  o u t s t a n d i n g  s h a r e s  o f  V i r g i n i a  G a s  common 
stock. 

/ s /  James E .  T a l k i n g t o n ,  111 
J a m e s  E .  T a l k i n g t o n ,  1x1 
C o r p o r a t e  S e c r e t a r y  

O c t o b e r  5, 2000 

P l e a s e  m a r k ,  s i g n ,  d a t e  a n d  r e t u r n  y o u r  p r o x y  p r o m p t l y ,  w h e t h e r  o r  n o t  y o u  
p l a n  t o  a t t e n d  the a n n u a l  m e e t i n g .  

T h e  V i r g i n i a  G a s  b o a r d  of d i r e c t o r s  u n a n i m o u s l y  r e c o m m e n d s  t h a t  s t o c k h o l d e r s  
v o t e  FOR t h e  proposal t o  a p p r o v e  a n d  adopt t h e  m e r g e r  a g r e e m e n t  a n d  FOR t h e  
election of t h e  n o m i n e e s  n a m e d  i n  t h i s  proxy s t a t e m e n t / p r o s p e c t u s  t o  t h e  
V i r g i n i a  G a s  b o a r d  a t  t h e  a n n u a l  m e e t i n g .  
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QUESTIONS AND ANSWERS 

Q: What  am I b e i n g  a s k e d  t o  v o t e  o n ?  

A:  You a r e  b e i n g  a s k e d  t o  ( 1 )  a p p r o v e  a n d  a d o p t  t h e  m e r g e r  a g r e e m e n t  t h a t  
p r o v i d e s  for t h e  m e r g e r  o f  a w h o l l y - o w n e d  NU1 s u b s i d i a r y  w i t h  a n d  i n t o  
V i r g i n i a  G a s ,  a n d  ( 2 )  elect  t w o  p e r s o n s  t o  t h e  V i r g i n i a  G a s  board.  

Q: What  will I r e c e i v e  when t h e  m e r g e r  occurs? 

A: You w i l l  r e c e i v e  i n  e x c h a n g e  f o r  e a c h  of  y o u r  s h a r e s  o f  V i r g i n i a  G a s  common 
s t o c k  $4.00 w o r t h  of N U 1  common s t o c k .  H o w e v e r ,  i n  t h e  e v e n t  t h a t  N U 1  h a s  
c o m p l e t e d  i t s  p l a n n e d  c o r p o r a t e  r e s t r u c t u r i n g  ( w h i c h  p r o v i d e s  for t h e  
e x c h a n g e  o f  N U 1  common s t o c k  for N U 1  H o l d i n g  C o m p a n y  common s t o c k )  p r i o r  t o  
t h e  e f f e c t i v e  t i m e  o f  t h e  m e r g e r ,  you w i l l  r e c e i v e  i n  e x c h a n g e  f o r  e a c h  of 
y o u r  s h a r e s  o f  V i r g i n i a  G a s  common s t o c k  $4 .00  w o r t h  of NU1 H o l d i n g  common 
s t o c k .  

Q :  How do I v o t e  my s h a r e s ?  

A: A f t e r  c a r e f u l l y  r e a d i n g  a n d  c o n s i d e r i n g  t h e  i n f o r m a t i o n  c o n t a i n e d  i n  t h i s  
d o c u m e n t ,  you s h o u l d  f i l l  o u t  a n d  s i g n  your p r o x y  c a r d .  T h e n  m a i l  y o u r  
c o m p l e t e d ,  s i g n e d  p r o x y  card i n  t h e  e n c l o s e d  prepaid r e t u r n  e n v e l o p e  a s  s o o n  
a s  p o s s i b l e  s o  t h a t  y o u r  s h a r e s  c a n  be v o t e d  a t  t h e  a n n u a l  m e e t i n g  of 
V i r g i n i a  G a s  s t o c k h o l d e r s .  

You s h o u l d  r e t u r n  y o u r  p r o x y  card w h e t h e r  or n o t  you p l a n  t o  a t t e n d  t h e  
a n n u a l  m e e t i n g .  I f  y o u  a t t e n d  t h e  a n n u a l  m e e t i n g ,  y o u  may r e v o k e  your proxy 
a t  a n y  t i m e  b e f o r e  i t  is v o t e d  a n d  v o t e  i n  p e r s o n .  

Q :  

A: 

Q: 

A:  

Q: 

A: 

Q: 

A: 

Can I c h a n g e  m y  v o t e  a f t e r  I h a v e  m a i l e d  my s i g n e d  proxy? 

Y e s .  You c a n  c h a n g e  y o u r  v o t e  a t  a n y  t i m e  before y o u r  p roxy  i s  v o t e d  a t  t h e  
a n n u a l  m e e t i n g .  You c a n  do t h i s  e i t h e r  by ( 1 )  s u b m i t t i n g  t o  the S e c r e t a r y  o f  
V i r g i n i a  G a s  a w r i t t e n  n o t i c e  o f  r e v o c a t i o n  or  a c o m p l e t e d ,  l a t e r - d a t e d  
proxy card o r  ( 2 )  a t t e n d i n g  t h e  a n n u a l  m e e t i n g  a n d  v o t i n g  i n  p e r s o n .  

I f  my s h a r e s  are  h e l d  i n  "street name"  by my broker, w i l l  m y  b r o k e r  v o t e  my 
s h a r e s  f o r  me? 

Y o u r  broker  w i l l  n o t  be a b l e  t o  v o t e  y o u r  s h a r e s  for t h e  m e r g e r  w i t h o u t  
i n s t r u c t i o n s  f r o m  you.  Your b r o k e r  i s  a l l o w e d  t o  v o t e  y o u r  s h a r e s  for t h e  
V i r g i n i a  G a s  board n o m i n e e s  u n l e s s  you p r o v i d e  d i f f e r e n t  i n s t r u c t i o n s .  You 
s h o u l d  follow t h e  d i r e c t i o n s  p r o v i d e d  by y o u r  broker t o  v o t e  y o u r  s h a r e s .  

When w i l l  t h e  m e r g e r  be c o m p l e t e d ?  

W e  are w o r k i n g  t o  comple te  t h e  m e r g e r  as q u i c k l y  a s  p o s s i b l e  a f t e r  t h e  
a n n u a l  m e e t i n g  of V i r g i n i a  G a s  s t o c k h o l d e r s  a n d  a f t e r  a l l  r e q u i r e d  
r e g u l a t o r y  a p p r o v a l s  are o b t a i n e d .  W e  expect t o  complete t h e  merger d u r i n g  
t h e  f o u r t h  q u a r t e r  o f  2000.  

To whom s h o u l d  I address  q u e s t i o n s ?  

If y o u  h a v e  q u e s t i o n s ,  you s h o u l d  c o n t a c t  A n g e l a  C v e t k o v s k i ,  V i r g i n i a  G a s  
I n v e s t o r  R e l a t i o n s ,  a t  ( 5 4 0 )  676-2380.  

i 
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SUMMARY OF PROXY STATEMENT/PROSPECTUS 

Genera 1 

This summary highlights selected information from this proxy 
statement/prospectus and may not contain all of the information that is 
important to you. To understand the merger fully and for a more complete 
description of the legal terms of the merqer, you should read carefully this 
entire proxy statement/prospectus and the documents incorporated by reference 
in this proxy statement/prospectus. See "WHERE YOU CAN F I N D  MORE INFORMATION." 

Parties to the Merger 

NU1 C o r p o r a t i o n  
550 R o u t e  2 0 2 - 2 0 6  
Bedminster, New Jersey 07921 
( 9 0 8 )  7 8 1 - 0 5 0 0  

V i r g i n i a  G a s  Company 
2 0 1  E a s t  M a i n  Street 
Abingdon, V i r g i n i a  2 4 2 1 0  
( 5 4 0 )  67 6 - 2 3 8 0  

N U 1  is a multi-state energy sales, services a n d  distribution company 
incorporated in N e w  Jersey in 1565. N U 1  distributes natural gas in six eastern 
states through operating utilities regulated by state public utility 
commissions. N U 1  also provides retail gas sales, wholesale energy brokerage, 
customer information systems, environmental project development, and 
telecommunications products and services through its unregulated, wholly-owned 
subsidiaries. NU1 also provides sa l e s  and marketing services through a company 
in which it acquired a 49 percent interest in May 1997. 

On March 27, 2000, N U 1  common shareholders approved a proposal to put in 
place a holding company structure. Under the holding company reorganization, 
NU1 Holding Company will become the parent of N U I .  The holding company 
reorganization will occur as s o o n  as practicable following the receipt o f  all 
required regulatory approvals. If the holding company reorganization occur s  
prior to the consummation of the merger proposed in this proxy 
statement/prospectus, you will be issued N U 1  Holding common stock instead of 
NU1 common stock. See "PROPOSAL NO. 1: THE MERGER--Description of the Merger-- 
Form of the Merger." 

Virginia Gas is an integrated natural gas company whose activities include 
gas pipeline operation; natural gas storage; natural gas gathering, marketing 
and distribution services; natural gas exploration, production and well 
operation; and propane distribution. We conduct our operations primarily in 
Virginia. 

Annual Meeting (see page 4) 

The annual meeting will be held on November 8 ,  2000, at 1 O : O O  a.m., l o c a l  
time, at Abingdon's Martha Washington Inn, 150 West Main Street, Abinqdon, 
Virginia. At the meeting, you will be asked: 

1. To consider and vote upon a proposal to approve and adopt the Agreement and 
Plan of Reorqanizatlon, dated as of June 13, 2000, among Virginia Gas, NU1 
and a wholly-owned subsidiary of N U I ,  providing f o r  the merger of the 
wholly-owned subsidiary of N U 1  with and into Virginia Gas. 

2. To elect two persons to the Virginia Gas board to serve until the merger is 
e€fective or, if the merger agreement is not adopted or the merger is not 
completed, for a three year term. 

3. T o  transact such other business as may properly come before the annual 
meeting and any adjournments thereof. 

O n l y  Virginia Gas stockholders of record as of the close of business on 
September 29, 2000, will be entitled to notice of, and to vote at, the annual 
meeting. 

s- 1 

Required Vote (see page 51 
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T h e  a f f i r m a t i v e  v o t e  of a m a j o r i t y  o f  t h e  s h a r e s  e n t i t l e d  t o  v o t e  o n  t h e  
record d a t e  i s  r e q u i r e d  t o  a p p r o v e  a n d  adopt t h e  m e r g e r  a g r e e m e n t .  

U n d e r  V i r g i n i a  G a s ' s  b y l a w s ,  t h e  a f f i r m a t i v e  v o t e  o f  t h e  h o l d e r s  o f  a 
m a j o r i t y  o f  t h e  s h a r e s  e n t i t l e d  t o  v o t e  o n  t h e  record date i s  r e q u i r e d  f o r  t h e  
e l e c t i o n  o f  d i r e c t o r s .  

T h e  M e r g e r  (see p a g e  6 )  

T h e  m e r g e r  a g r e e m e n t  p r o v i d e s  t h a t  a s u b s i d i a r y  o f  N U 1  w i l l  m e r g e  w i t h  a n d  
i n t o  V i r g i n i a  G a s  a n d  V i r g i n i a  G a s  w i l l  b e c o m e  a w h o l l y - o w n e d  s u b s i d i a r y  o f  
NUI. H o w e v e r ,  i f  t h e  N U 1  h o l d i n g  company r e o r g a n i z a t i o n  i s  c o m p l e t e d  p r i o r  t o  
t h e  m e r g e r ,  a t  N U I ' s  e l e c t i o n ,  t h e  pa r t i e s  w i l l  a m e n d  t h e  m e r g e r  a g r e e m e n t  t o  
p r o v i d e  f o r  t h e  m e r g e r  o f  V i r g i n i a  Gas w i t h  a n d  i n t o  a w h o l l y - o w n e d  NUX H o l d i n g  
s u b s i d i a r y ,  w i t h  t h e  NU1 H o l d i n g  s u b s i d i a r y  s u r v i v i n g  t h e  m e r g e r .  T h e  m e r g e r  
a g r e e m e n t  i s  i n c l u d e d  i n  t h i s  proxy s t a t e m e n t / p r o s p e c t u s  as A n n e x  A. 

NUI's R e a s o n s  f o r  t h e  M e r g e r  (see page 11) 

NU1 b e l i e v e s  t h a t  V i r g i n i a  G a s ' s  e x i s t i n g  a n d  p o t e n t i a l  n a t u r a l  gas s t o r a g e  
a n d  p i p e l i n e  assets s h o u l d  p r o v i d e  NU1 w i t h  t h e  a b i l i t y  t o  c a p i t a l i z e  upon 
a d v a n t a g e o u s  e n e r g y  t r a d i n g  o p p o r t u n i t i e s .  NU1 b e l i e v e s  that V i r g i n i a  G a s ' s  
p r o p a n e  and n a t u r a l  g a s  d i s t r i b u t i o n  b u s i n e s s e s  s h o u l d  c o m p l e m e n t  NUI's 
r e s i d e n t i a l  a n d  c o m m e r c i a l  e n e r g y  d e l i v e r y  o p e r a t i o n s  i n  a n  e f f i c r e n t  a n d  
p r o f i t a b l e  m a n n e r .  

V i r g i n i a  Gas's R e a s o n s  for t h e  M e r g e r  (see p a g e  9 )  

T h e  V i r g i n i a  G a s  board d e t e r m i n e d  t o  r e c o m m e n d  t h e  m e r g e r  a f t e r  
c o n s i d e r a t i o n  of  a n u m b e r  of f a c t o r s .  The  m o s t  i m p o r t a n t  f a c t o r s  i n c l u d e d  t h e  
V i r g i n i a  G a s  board 's  b e l i e f  t h a t  t h e  m e r g e r  w i l l :  

. p r o v i d e  t h e  c a p i t a l  n e e d e d  t o  complete p i p e l i n e  and  s t o r a g e  e x p a n s i o n  
n e c e s s a r y  t o  o p t i m i z e  t h e  v a l u e  o f  V i r g i n i a  G a s ' s  asse ts ;  

. p r o v i d e  t h e  c a p i t a l  n e e d e d  t o  comply w i t h  t h e  f i n a n c i a l  c o v e n a n t s  u n d e r  
and/or  r e f i n a n c e  e x i s t i n q  V i r g i n i a  G a s  i n d e b t e d n e s s ;  

. e n a b l e  t h e  c o m b i n e d  c o m p a n y  t o  p r o v i d e  be t te r  s e r v i c e  t o  V i r g i n i a  G a s  
c u s t o m e r s ;  

. p r o v i d e  access t o  n e w  m a r k e t s  f o r  V i r g i n i a  G a s ' s  n a t u r a l  g a s  s t o r a g e  
s e r v i c e s ;  and  

. a l l o w  V i r g i n i a  G a s  s t o c k h o l d e r s  t o  p a r t i c i p a t e  i n  f u t u r e  g r o w t h  t h r o u g h  t h e i r  
o w n e r s h i p  i n  t h e  c a m b i n e d  b u s i n e s s .  

T h e  V i r g i n i a  G a s  board a l s o  t o o k  i n t o  c o n s i d e r a t i o n  t h a t  t h e  m e r g e r  
c o n s i d e r a t i o n  o f  $ 4 . 0 0  per s h a r e  o f  V i r g i n i a  G a s  common s t o c k  represented a 
p r e m i u m  of a p p r o x i m a t e l y  37 p e r c e n t  o v e r  t h e  c l o s i n q  s a l e s  p r i c e  of V i r g i n i a  
G a s  common s t o c k  o n  t h e  l a s t  t r a d i n g  day p r i o r  t o  t h e  a n n o u n c e m e n t  o f  t h e  
m e r g e r ,  a n d  a p r e m i u m  of a p p r o x i m a t e l y  4 7  p e r c e n t  o v e r  t h e  a v e r a g e  c l o s i n g  
sales prices of V i r g i n i a  G a s  common s t o c k  d u r i n g  t h e  2 0  t r a d i n g  d a y s  p r i o r  t o  
t h e  a n n o u n c e m e n t  of t h e  m e r g e r .  

A f t e r  c o m p a r i n g  t h e  p o s s i b l e  a l t e r n a t i v e s  a v a i l a b l e  o r  b e l i e v e d  l i k e l y  t o  be 
a v a i l a b l e  t o  V i r g i n i a  G a s ,  i n c l u d i n g  t h e  c o n t i n u e d  o p e r a t i o n  of  V i r g i n i a  G a s  a s  
a n  i n d e p e n d e n t  e n t i t y ,  t h e  V i r g i n i a  G a s  b o a r d  d e t e r m i n e d  t h a t  t h e  m e r g e r  w a s  i n  
t h e  bes t  i n t e r e s t s  of V i r g i n i a  G a s  a n d  i t s  s t o c k h o l d e r s .  

R e c o m m e n d a t i o n  t o  S t o c k h o l d e r s  (see pages 11 a n d  4 7 )  

T h e  V i r g i n i a  G a s  board b e l i e v e s  t h a t  t h e  merger is i n  YOUK a n d  V i r g i n i a  
G a s ' s  best i n t e r e s t s  a n d  u n a n i m o u s l y  recommends t h a t  you v o t e  FOR a p p r o v a l  a n d  
a d o p t i o n  of t h e  m e r g e r  a g r e e m e n t .  T h e  V i r g i n i a  G a s  board also r e c o m m e n d s  t h a t  
you v o t e  FOR t h e  e l e c t i o n  of t h e  n o m i n e e s  n a m e d  i n  t h i s  p r o x y  
s t a t e m e n t / p r o s p e c t u s  t o  t h e  V i r g i n i a  G a s  board.  

O p i n i o n  of V l r g i n i a  G a s ' s  F i n a n c i a l  A d v i s o r  (see p a g e  11) 

On J u n e  13,  2000, CIBC W o r l d  M a r k e t s ,  V i r g i n i a  G a s ' s  f i n a n c i a l  a d v i s o r ,  
d e l i v e r e d  a n  o p i n i o n  t o  t h e  V i r g i n i a  G a s  board t h a t ,  as of  t h e  da te  t h e  
V i r g i n i a  G a s  board a p p r o v e d  t h e  m e r g e r  a g r e e m e n t ,  t h e  m e r g e r  c o n s i d e r a t i o n  w a s  
fair t o  V i r g i n i a  Gas s t o c k h o l d e r s  f r o m  a f i n a n c i a l  p o i n t  of  v i e w ,  s u b j e c t  t o  
t h e  fac tors ,  q u a l i f i c a t i o n s  a n d  a s s u m p t i o n s  described i n  i t s  o p i n i o n .  T h e  
complete o p i n i o n  of  C I B C ,  a s  w e l l  a s  i t s  u p d a t e d  o p i n i o n ,  dated O c t o b e r  3, 
2000, a r e  a t t a c h e d  as  A n n e x e s  B a n d  C ,  r e s p e c t i v e l y .  You s h o u l d  read t h e  
o p i n i o n s  i n  t h e i r  e n t i r e t y .  
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M e r g e r  C o n s i d e r a t i o n  (see p a g e  6 )  
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U n d e r  t h e  m e r g e r  a g r e e m e n t ,  e a c h  s h a r e  of V i r g i n i a  G a s  common s t o c k  w l l l  be 
c o n v e r t e d  i n t o  t h e  n u m b e r  o f  s h a r e s  o f  N U 1  common s t o c k  (or, i n  t h e  
a l t e r n a t i v e ,  N U 1  H o l d i n g  c ~ m t n o n  s t o c k  i f  t h e  NU1 h o l d i n g  c o m p a n y  r e o r g a n i z a t i o n  
h a s  b e e n  c o m p l e t e d )  h a v i n g  a m a r k e t  v a l u e  o f  $4.00, a s  d e t e r m i n e d  by t h e  
a v e r a g e  t r a d i n g  p r ice  o f  NU1 o r  NU1 H o l d i n g  common s t o c k ,  a s  a p p l i c a b l e ,  o n  t h e  
New Y o r k  S t o c k  E x c h a n g e  d u r i n g  a 2 0  t r a d i n g - d a y  c o m p u t a t i o n  pe r lod  p r i o r  t o  t h e  
c l o s i n g  o f  t h e  m e r g e r .  

N o  f r a c t i o n a l  s h a r e s  of NU1 o r  N U 1  H o l d i n g  common s t o c k  w i l l  be i s s u e d  as  
m e r g e r  c o n s i d e r a t i o n .  I n s t e a d ,  V i r g i n i a  G a s  s t o c k h o l d e r s  w i l l  r e c e i v e  i n  c a s h  
t h e  v a l u e  o f  a n y  f r a c t i o n  o f  a s h a r e  t h a t  t h e y  w o u l d  o t h e r w i s e  h a v e  b e e n  
e n t i t l e d  t o  r e c e i v e .  See “PROPOSAL NO. 1: THE MERGER--Exchange of C e r t i f i c a t e s ”  
o n  page 15. 

Mate r i a l  F e d e r a l  I n c o m e  T a x  C o n s e q u e n c e s  ( see  page 2 2 )  

T h e  o b l i g a t i o n s  o f  N U 1  and  V i r g i n i a  G a s  t o  c o n s u m m a t e  t h e  m e r g e r  a r e  
c o n d i t i o n e d  u p o n  t h e i r  r e c e i p t  o f  a n  o p i n i o n  f r o m  counsel s t a t i n g  t h a t  t h e  
merger w i l l  q u a l i f y  a s  a r e o r g a n i z a t i o n  w i t h i n  t h e  m e a n i n g  o f  S e c t i o n  368(a) o f  
t h e  I n t e r n a l  R e v e n u e  Code. 

P r o v i d e d  t h a t  t h e  m e r g e r  q u a l i f i e s  a s  a r e o r g a n i z a t i o n ,  n e i t h e r  V i r g i n i a  Gas 
n o r  N U 1  w i l l  r e c o g n i z e  a n y  g a i n  or l o s s  f O K  f e d e r a l  i n c o m e  t a x  p u r p o s e s  a s  a 
r e s u l t  of t h e  m e r g e r .  T h e  receipt o f  N U 1  o r  N U 1  H o l d i n g  common s t o c k  i n  t h e  
merger w i l l  g e n e r a l l y  be t a x  f r e e  t o  y o u  €or  U n i t e d  S t a t e s  f e d e r a l  i n c o m e  t a x  
purposes ,  except  €o r  c a s h  r e c e i v e d  f o r  f r a c t i o n a l  s h a r e s .  

You s h o u l d  c o n s u l t  w i t h  y o u r  t a x  a d v i s o r  a b o u t  t h e  t a x  c o n s e q u e n c e s  o f  t h e  
m e r g e r  i n  l i g h t  o f  y o u r  i n d i v i d u a l  c i r c u m s t a n c e s ,  i n c l u d i n g  t h e  a p p l i c a t i o n  of 
any federal ,  s t a t e ,  l o c a l  o r  f o r e i g n  l a w .  

I n t e r e s t s  o f  V i r g i n i a  G a s ’ s  Directors a n d  O f f i c e r s  i n  t h e  M e r q e r  (see p a g e  2 3 )  

You s h o u l d  be a w a r e  t h a t  t h e  d i r e c t o r s  a n d  o f f i c e r s  of V i r g i n i a  G a s  h a v e  
s t o c k  o p t i o n  a g r e e m e n t s  a n d ,  i n  t h e  case o f  t h e  o f f i c e r s ,  e m p l o y m e n t  
a g r e e m e n t s ,  t h a t  g i v e  t h e m  i n t e r e s t s  i n  t h e  m e r g e r  t h a t  a r e  d i f f e r e n t  f r o m ,  or 
i n  a d d i t i o n  t o ,  t h o s e  o f  o t h e r  V i r g i n i a  G a s  s t o c k h o l d e r s .  T h e  s t o c k  o p t i o n  
a g r e e m e n t s  w i l l  be c o n v e r t e d  w h e n  t h e  m e r g e r  t a k e s  e f f e c t  i n t o  the r i g h t  t o  
r e c e i v e  c a s h  i n  an a m o u n t  t h a t  a p p r o x i m a t e s  t h e  v a l u e  of s u c h  a w a r d s .  V i r g i n i a  
G a s ‘ s  c h i e f  e x e c u t i v e  o f f i c e r  h a s  a g r e e d  t o  t e r m i n a t e  h i s  e m p l o y m e n t  a g r e e m e n t  
w h e n  t h e  m e r g e r  o c c u r s  i n  e x c h a n g e  f o r  s e v e r a n c e  b e n e f i t s .  H e  has a l s o  agreed 
t o  s e r v e  a s  a c o n s u l t a n t  t o  V i r g i n i a  G a s  for  t h r e e  years  f o l l o w i n g  t h e  merger. 
T h e  o t h e r  o f f i c e r s ‘  e m p l o y m e n t  a g r e e m e n t s  e n t i t l e  t h e m  t o  c o n t i n u e d  e m p l o y m e n t  
f o r  u p  t o  o n e  y e a r  f o l l o w i n g  t h e  m e r g e r ,  or  c o m p e n s a t i o n  i n  l i e u  of s u c h  
c o n t i n u e d  e m p l o y m e n t .  

A c c o u n t i n g  T r e a t m e n t  (see page 2 5 )  

T h e  m e r g e r  w i l l  be a c c o u n t e d  f o r  a s  a p u r c h a s e  f o r  a c c o u n t i n g  a n d  f i n a n c i a l  
r e p o r t i n g  p u r p o s e s .  

N o  A p p r a i s a l  o r  D i s s e n t e r s ‘  R i g h t s  (see p a g e  2 4 )  

Under  D e l a w a r e  l a w ,  you a re  n o t  e n t i t l e d  t o  a p p r a i s a l  or d i s s e n t e r s ‘  r i g h t s  
i n  t h e  merger. 

R e g u l a t o r y  Ma t t e r s  (see p a g e  2 5 )  

I n  o rde r  t o  c o m p l e t e  t h e  m e r g e r ,  w e  m u s t  r e c e i v e  a p p r o v a l  f r o m  t h e  V i r g i n i a  
S t a t e  C o r p o r a t i o n  C o m m i s s i o n  f o r  t h e  c h a n g e  i n  c o n t r o l  of t h e  c e r t i f i c a t e d  
p u b l i c  u t i l i t i e s  r e s u l t i n g  f r o m  t h e  merger. Prior t o  t h e  m e r g e r ,  N U 1  m u s t  a l s o  
o b t a i n ,  a n d  h a s  a p p l i e d  f o r ,  a p p r o v a l s  f r o m  r e g u l a t o r y  a u t h o r i t i e s  i n  c e r t a i n  
o t h e r  s t a t e s  i n  w h i c h  N U 1  c o n d u c t s  i t s  b u s i n e s s .  

U n d e r  t h e  H a r t - S c o t t - R o d l n o  A n t i t r u s t  I m p r o v e m e n t s  A c t ,  t h e  merger c o u l d  n o t  
be completed u n t i l  N U 1  a n d  V i r g i n i a  G a s  had f u r n i s h e d  r e q u i r e d  i n f o r m a t i o n  a n d  
m a t e r i a l s  t o  t h e  A n t i t r u s t  D i v i s i o n  of t h e  D e p a r t m e n t  o f  J u s t i c e  a n d  t o  t h e  
F e d e r a l  T r a d e  C o m m i s s i o n  a n d  the appl icable  w a i t i n g  p e r i o d  was t e r m i n a t e d  o r  
exp i r ed .  NU1 a n d  V i r g i n i a  G a s  e a c h  f i l e d  w i t h  t h e  D e p a r t m e n t  of J u s t i c e  a n d  t h e  
F e d e r a l  T r a d e  C o m m i s s i o n  a N o t i f i c a t i o n  a n d  R e p o r t  Form w i t h  respect t o  t h e  
m e r g e r  o n  S e p t e m b e r  1 4 ,  2000.  W e  w e r e  g r a n t e d  e a r l y  t e r m i n a t i o n  of t h e  
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A s  w i t h  a n y  m e r g e r  i n  t h e  U n i t e d  S t a t e s ,  t h e  D e p a r t m e n t  o f  J u s t i c e  or t h e  
F e d e r a l  T r a d e  C o m m i s s i o n  h a s  t h e  a u t h o r i t y  t o  c h a l l e n g e  t h e  m e r g e r  

5-3 

on a n t i t r u s t  g r o u n d s  b e f o r e  o r  a f t e r  t h e  m e r g e r  1s c o m p l e t e d .  W e  c a n n o t  p r o v i d e  
a n y  a s s u r a n c e  t h a t  t h e  m e r g e r  w i l l  n o t  be c h a l l e n g e d  o n  a n t i t r u s t  g r o u n d s  o r ,  
i f  c h a l l e n g e d ,  t h a t  we  w o u l d  p r e v a i l .  

Whi le  we a r e  n o t  a w a r e  of a n y  o t h e r  m a t e r i a l  g o v e r n m e n t a l  a p p r o v a l s  o r  
a c t i o n s  r e q u i r e d  t o  c o m p l e t e  t h e  m e r g e r ,  s h o u l d  a n y  a p p r o v a l  or a c t i o n  be 
r e q u i r e d ,  we a n t i c i p a t e  s e e k i n q  t h e  r e q u i r e d  g o v e r n m e n t a l  a p p r o v a l  or  a c t i o n  
W e  c a n n o t  p r o v i d e  a n y  a s s u r a n c e ,  h o w e v e r ,  t h a t  t h e  a p p r o v a l  o r  a c t i o n ,  i f  
n e e d e d ,  c o u l d  be o b t a i n e d  w i t h i n  t h e  t i m e  f r a m e  c o n t e m p l a t e d  by, o r  o n  t e r m s  
c o n s i s t e n t  w i t h ,  t h e  m e r q e r  a g r e e m e n t .  

S t o c k h o l d e r ' s  A g r e e m e n t s  (see p a g e  2 6 )  

T h e  d i r e c t o r s  a n d  c e r t a i n  e x e c u t i v e  o f f i c e r s  of V i r g i n i a  G a s  h a v e  e n t e r e d  
i n t o  s t o c k h o l d e r  a g r e e m e n t s  t o  v o t e  t h e i r  s h a r e s  of V i r g i n i a  G a s  common s t o c k  
€or a p p r o v a l  a n d  a d o p t i o n  o f  t h e  m e r g e r  a g r e e m e n t .  

A t o t a l  of 5 0 7 , 9 6 8  s h a r e s  o f  V i r g i n i a  G a s  common s t o c k ,  r e p r e s e n t i n g  i n  t h e  
a g g r e g a t e  approximate ly  9 . 2 3  p e r c e n t  of t h e  o u t s t a n d i n g  s h a r e s  of V i r g i n i a  G a s  
common s t o c k ,  a r e  s u b j e c t  t o  t h e s e  s t o c k h o l d e r ' s  a g r e e m e n t s .  

I n t e r i m  F i n a n c i n g  (see page 2 7 )  

N U 1  h a s  a g r e e d  t o  provide V i r g i n i a  G a s  w i t h  u p  t o  $ 2 0  m i l l i o n  i n  i n t e r i m  
f i n a n c i n g  t o  p r o v i d e  f u n d i n g  n e c e s s a r y  f o r  p i p e l i n e  a n d  gas s t o r a g e  d e v e l o p m e n t  
p r i o r  t o  t h e  c l o s i n g  of t h e  m e r g e r .  T h e  i n t e r i m  f i n a n c i n g  is i n  t h e  f o r m  o f  a n  
u n s e c u r e d  l o a n .  T h e  a n n u a l .  i n t e r e s t  ra te  o n  t h e  l o a n  i s  LIBOR p l u s  3 p e r c e n t  
per y e a r .  A c c r u e d  i n t e r e s t  a n d  p r i n c i p a l  is  d u e  a n d  payable q u a r t e r l y ,  except 
t h a t  a l l  o u t s t a n d i n g  p r i n c i p a l  a n d  i n t e r e s t  is  d u e  a n d  payable u p o n  t h e  f i r s t  
t o  o c c u r  of ( 1 )  M a r c h  1, 2 0 0 2 ,  or ( 2 )  t h e  t e r m i n a t i o n  o f  t h e  m e r g e r  a g r e e m e n t  
( f o r  any r e a s o n )  . 

I n  c o n n e c t i o n  w i t h  t h e  i n t e r i m  f i n a n c i n g  made a v a i l a b l e  by NUI,  V i r g i n i a  G a s  
h a s  g r a n t e d  N U 1  o p t i o n s  t o  p u r c h a s e  a n  a g g r e g a t e  o f  1 , 0 9 5 , 4 7 5  s h a r e s  o f  
V i r g i n i a  G a s  common s t o c k  ( r e p r e s e n t i n g  approximately 1 9 . 9  p e r c e n t  o f  t h e  
o u t s t a n d i n g  V i r g i n i a  Gas common s t o c k ) ,  w h i c h  o p t i o n s  a re  o n l y  exerc isab le  i f  
t h e  m e r g e r  a g r e e m e n t  is t e r m i n a t e d  u n d e r  c i r c u m s t a n c e s  i n  w h i c h  N U 1  i s  n o t  
e n t i t l e d  t o  a t e r m i n a t i o n  f ee  o r  u p o n  a n  e v e n t  o f  a d e f a u l t  u n d e r  t h e  i n t e r i m  
f i n a n c i n g  a g r e e m e n t .  

C o n d i t i o n s  t o  t h e  Merger (see p a g e  1 9 )  

N U I ' s  a n d  V i r g i n i a  G a s ' s  r e s p e c t i v e  o b l i g a t i o n s  t o  c o m p l e t e  t h e  m e r g e r  a r e  
s u b j e c t  t o  t h e  p r i o r  s a t i s f a c t i o n  or w a i v e r  of a n u m b e r  of c u s t o m a r y  
c o n d i L i o n s ,  i n c l u d i n g  t h e  f o l l o w i n g :  

. t h e  m e r g e r  a g r e e m e n t  m u s t  be a p p r o v e d  and adopted by V i r g i n i a  G a s ' s  
s t o c k h o l d e r s ;  

. c l e a r a n c e  u n d e r  t h e  a n t i t r u s t  l a w s ,  a p p r o v a l  by t h e  V i r g i n i a  S t a t e  
C o r p o r a t i o n  C o m m i s s i o n  a n d  a l l  o t h e r  n e c e s s a r y  f e d e r a l  a n d  s t a t e  r e g u l a t o r y  
a p p r o v a l s  a n d  f i l i n g s  m u s t  h a v e  b e e n  o b t a i n e d  or m a d e ;  

. t h e  s h a r e s  o f  N U 1  o r  N U 1  H o l d i n g  common s t o c k  to be i s s u e d  i n  t h e  m e r g e r  m u s t  
be a p p r o v e d  for l i s t i n g  o n  t h e  New York S t o c k  E x c h a n g e ;  a n d  

. t h e r e  m u s t  n o t  h a v e  b e e n  a m a t e r i a l  a d v e r s e  c h a n g e  i n  t h e  b u s i n e s s  o f  N U 1  o r  
V i r g i n i a  G a s  b e t w e e n  t h e  d a t e  of t h e  m e r q e r  a g r e e m e n t  a n d  t h e  date o f  
c l o s i n g .  

N o  S o l i c i t a t i o n  of T r a n s a c t i o n s  by V i r g i n i a  G a s  (see page 1 6 )  

T h e  m e r g e r  a g r e e m e n t  i n c l u d e s  p r o v i s i o n s  t h a t  p r o h i b i t  V i r g i n i a  G a s  f r o m  
s o l i c i t i n g  o r  e n c o u r a g i n g  s u b m i s s i o n  of t h i r d - p a r t y  a c q u i s i t i o n  p roposa l s ,  b u t  
w h i c h  permit V i r g i n i a  Gas t o  n e g o t i a t e  w i t h  a n d  f u r n i s h  i n f o r m a t i o n  t u  a t h i r d  
p a r t y  i f  t h e  V i r g i n i a  G a s  b o a r d  d e t e r m i n e s  t h a t :  

. t h e  t h i r d  p a r t y ' s  u n s o l i c i t e d  proposal is a t  a h i g h e r  price a n d  more 
f a v o r a b l e  t o  V i r g i n i a  G a s  a n d  i t s  s t o c k h o l d e r s  t h a n  t h e  m e r g e r ;  and 
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. f a i l i n g  t o  n e g o t i a t e  w i t h  a n d  p r o v i d e  i n f o r m a t i o n  t o  t h e  t h i r d  p a r t y  w o u l d  
r e s u l t  i n  a b r e a c h  of t h e  V i r g i n i a  G a s  board 's  f i d u c i a r y  d u t i e s .  

T e r m i n a t i o n  o f  t h e  Merger A g r e e m e n t  ( see  page 2 1 )  

T h e  m e r g e r  a g r e e m e n t  may be t e r m i n a t e d  u n d e r  v a r i o u s  c i r c u m s t a n c e s  a t  a n y  
t i m e  b e f o r e  c o m p l e t i o n  o f  t h e  merger, a s  s u m m a r i z e d  b e l o w .  T h e  m e r g e r  a g r e e m e n t  
may be t e r m i n a t e d :  

. by t h e  m u t u a l  c o n s e n t  of N U 1  a n d  V l r q i n i a  Gas;  

by NU1 i f  t h e  V i r g i n i a  G a s  s t o c k h o l d e r s  d o  n o t  a p p r o v e  a n d  adopt  t h e  m e r g e r  
a g r e e m e n t  a t  the a n n u a l  m e e t i n g ;  

s- 4 

. by e i t h e r  N U 1  or  V i r g i n i a  G a s  i f  t h e  m e r g e r  h a s  not o c c u r r e d  o n  o r  b e f o r e  
December 31, 2000 (or J u n e  13,  2001,  i n  t h e  e v e n t  t h a t  s p e c i f i e d  c o n d i t i o n s  
t o  t h e  m e r g e r  h a v e  n o t  b e e n  m e t  a n d  t h e  p a r t i e s  a r e  w o r k i n g  d i l i g e n t l y  t o  
s a t i s f y  t h o s e  c o n d i t i o n s ) ;  

. by e i t h e r  NU1 or  V i r g i n i a  Gas i f  t h e r e  is a f i n a l ,  n o n a p p e a l a b l e  g o v e r n m e n t a l  
order  p r o h i b i t i n g  t h e  merger; 

. by V i r g i n i a  G a s  i f  i t  e n t e r s  i n t o  a b i n d i n g  a g r e e m e n t  w i t h  a t h i r d  p a r t y  
c o n c e r n i n g  a t r a n s a c t i o n  t h a t  t h e  V i r g i n i a  G a s  b o a r d  d e t e r m i n e s ,  i n  g o o d  
f a i t h  a n d  i n  t h e  e x e r c i s e  o f  r e a s o n a b l e  j u d g m e n t ,  i s  a t  a h i g h e r  p r ice  a n d  i s  
m o r e  f a v o r a b l e  t o  V i r g i n i a  Gas a n d  i t s  s t o c k h o l d e r s  t h a n  t h e  m e r g e r  
a g r e e m e n t ,  p r o v i d e d  t h a t :  

. V i r g i n i a  G a s  compl ies  w i t h  r e q u i r e m e n t s  t o  n o t i f y  NU1 of i t s  i n t e n t  t o  
e n t e r  i n t o  t h e  t h i r d  par ty  a g r e e m e n t ;  

. N U 1  does n o t  m a k e ,  w i t h i n  t w o  b u s i n e s s  days o f  r e c e i v i n g  n o t i c e  f r o m  
V i r g i n i a  G a s ,  a n  o f f e r  t o  amend t h e  merger a g r e e m e n t  t h a t  t h e  V i r g i n i a  G a s  
board d e t e r m i n e s ,  i n  g o o d  f a i t h  a f t e r  c o n s u l t a t i o n  w i t h  i t s  f i n a n c i a l  
a d v i s o r s ,  would m a k e  t h e  m e r g e r  a g r e e m e n t  a s  a m e n d e d  a t  l e a s t  as f a v o r a b l e ,  
f rom a f i n a n c i a l  p o i n t  of v i e w :  a n d  

, V i r g i n i a  G a s  pays a n y  t e r m i n a t i o n  f e e  r e q u i r e d  u n d e r  t h e  m e r g e r  a g r e e m e n t .  

. by V i r g i n i a  G a s  i f  N U 1  m a t e r i a l l y  b r e a c h e s  t h e  m e r g e r  a g r e e m e n t ,  a n d  t h e  
b r e a c h  i s  n o t  c u r e d  w i t h i n  t e n  b u s i n e s s  days  a f t e r  NU1 r e c e i v e s  n o t i c e  of t h e  
breach f r o m  V i r g i n i a  G a s ;  

. by N U 1  i f  V i r g i n i a  G a s  m a t e r i a l l y  b r e a c h e s  t h e  m e r g e r  a g r e e m e n t ,  a n d  t h e  
breach is  n o t  c u r e d  w i t h i n  t e n  b u s i n e s s  days a f t e r  V i r g i n i a  G a s  r e c e i v e s  
n o t i c e  o f  t h e  b r e a c h  f r o m  N U I :  

. by NU1 i f  t h e  a v e r a g e  t r a d i n g  price of  NU1 or  NU1 H o l d i n g  common s t o c k ,  a s  
app l i cab le ,  u s e d  t o  c o m p u t e  t h e  m e r g e r  c o n s i d e r a t i o n  i s  less t h a n  $19 .00  per 
s h a r e ;  o r  

. by NU1 i f  t h e  V i r g i n i a  G a s  board w i t h d r a w s  o r  a d v e r s e l y  m o d i f i e s  i t s  
r e c o m m e n d a t i o n  of  t h e  m e r g e r  a g r e e m e n t .  

T e r m i n a t i o n  F e e s  and  E x p e n s e s  (see p a g e  2 2 )  

V i r g i n i a  Gas m u s t  pay N U 1  (1)  a t e r m i n a t i o n  f e e  of $ 2 . 5  m i l l i o n  p l u s  a n  
a m o u n t  equal t o  -04 t i m e s  a n y  a d d i t i o n a l  o u t s t a n d i n g  debt  i n c u r r e d  by V i r g i n i a  
G a s  f o l l o w i n g  t h e  da te  o f  t h e  m e r g e r  a g r e e m e n t  a n d  ( 2 )  NUI's d o c u m e n t e d  o u t - o f -  
p o c k e t  e x p e n s e s  i f  t h e  merger a g r e e m e n t  i s  t e r m i n a t e d  for a n y  o f  t h e  f o l l o w i n g  
r e a s o n s  : 

. t h e  m e r g e r  h a s  n o t  b e e n  completed w i t h i n  t h e  t i m e  per iods  c o n t e m p l a t e d  by t h e  
merger agreement d u e  t o  V i r g i n i a  G a s ' s  f a i l u r e  t o  p e r f o r m  i t s  o b l i g a t i o n s  
u n d e r  t h e  m e r g e r  a g r e e m e n t ;  

. V i r g i n i a  G a s  s t o c k h o l d e r s  f a i l  t o  a p p r o v e  a n d  adopt the m e r g e r  a g r e e m e n t ;  

. V i r g i n i a  G a s  e n t e r s  i n t o  a n  a c q u i s i t i o n  t r a n s a c t i o n  w i t h  a t h i r d  par ty ;  

. V i r g i n i a  G a s  m a t e r i a l l y  b r e a c h e s  t h e  m e r g e r  a g r e e m e n t ,  and t h e  b r e a c h  is n o t  
c u r e d  w i t h i n  t e n  b u s i n e s s  days a f t e r  V i r g i n i a  G a s  r e c e i v e s  n o t i c e  of t h e  
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. t h e  V i r g i n i a  G a s  board w i t h d r a w s  or a d v e r s e l y  m o d i f i e s  its r e c o m m e n d a t i o n  o f  
t h e  m e r g e r  a g r e e m e n t .  

V i r g i n i a  G a s  is n o t  o b l i g a t e d  t o  p a y  N U 1  a t e r m i n a t i o n  fee  b u t  m u s t  pay N U 1  
i t s  d o c u m e n t e d  o u t - o f - p o c k e t  e x p e n s e s  i f  t h e  m e r g e r  a g r e e m e n t  is t e r m i n a t e d  by 
NU1 b e c a u s e  N U 1  h a s  r e q u e s t e d  t h e  r i g h t  t o  c o n d u c t  e n v i r o n m e n t a l  i n v e s t i g a t i o n s  
o n  p r o p e r t i e s  of V i r g i n i a  G a s  i n  a d d i t i o n  t o  p r o p e r t i e s  i d e n t i f i e d  i n  t h e  
m e r g e r  a g r e e m e n t  a n d  V i r g i n i a  G a s  e lec t s  t o  d e n y  s u c h  access. 

N U 1  m u s t  pay V i r g i n i a  G a s  a t e r m i n a t i o n  f e e  of $ 2 . 5  m i l l i o n  a n d  V i r g i n i a  
G a s ' s  d o c u m e n t e d  o u t - o f - p o c k e t  e x p e n s e s  i f  t h e  m e r g e r  a g r e e m e n t  i s  t e r m i n a t e d  
for a n y  of t h e  f o l l o w i n g  r e a s o n s :  

. t h e  m e r g e r  h a s  n o t  b e e n  completed w i t h i n  t h e  t i m e  p e r i o d s  c o n t e m p l a t e d  by t h e  
m e r g e r  a g r e e m e n t  d u e  t o  NUI's f a i l u r e  t o  p e r f o r m  i t s  o b l i g a t i o n s  u n d e r  t h e  
m e r g e r  a g r e e m e n t ;  or  

. NU1 m a t e r i a l l y  b r e a c h e s  t h e  m e r g e r  a g r e e m e n t ,  a n d  t h e  b r e a c h  has  n o t  been 
c u r e d  w i t h i n  t e n  b u s i n e s s  days a f t e r  N U 1  r e c e i v e s  n o t i c e  o f  t h e  b r e a c h  f r o m  
V i r g i n i a  G a s .  

s- 5 

COMPARATIVE UNAUDITED PER COMMON SHARE DATA 

T h e  f o l l o w i n q  t a b l e  p r e s e n t s  selected c o m p a r a t i v e  u n a u d i t e d  per  s h a r e  da ta  
f o r  N U 1  o n  a h i s t o r i c a l  a n d  p r o  f o r m a  c o m b i n e d  bas i s ,  a n d  f o r  V i r g i n i a  G a s  o n  a 
h i s t o r i c a l  a n d  p ro  f o r m a  e q u i v a l e n t  bas i s ,  g i v i n g  e f f e c t  t o  t h e  m e r g e r  u s i n g  
t h e  p u r c h a s e  m e t h o d  o f  a c c o u n t i n g .  The i n f o r m a t i o n  p r e s e n t e d  b e l o w  i s  d e r i v e d  
f r o m  t h e  c o n s o l i d a t e d  h i s t o r i c a l  f i n a n c i a l  s t a t e m e n t s  o f  N U 1  a n d  V i r g i n i a  G a s ,  
i n c l u d i n g  t h e  r e l a t e d  n o t e s  t h e r e t o ,  i n c o r p o r a t e d  by r e f e r e n c e  i n t o  t h i s  proxy 
s t a t e m e n t / p r o s p e c t u s .  T h i s  i n f o r m a t i o n  s h o u l d  be read i n  c o n j u n c t i o n  w i t h  s u c h  
h i s t o r i c a l  f i n a n c i a l  s t a t e m e n t s  a n d  t h e  r e l a t e d  n o t e s  t h e r e t o .  S e e  "WHERE YOU 
CAN FIND MORE INFORMATION." 

T h e  per s h a r e  da t a  i n c l u d e d  h e r e i n  is n o t  n e c e s s a r i l y  i n d i c a t i v e  of t h e  
r e s u l t s  of f u t u r e  o p e r a t i o n s  o f  t h e  c o m b i n e d  e n t i t y  or t h e  a c t u a l  r e s u l t s  t h a t  
w o u l d  h a v e  b e e n  a c h i e v e d  h a d  t h e  m e r g e r  b e e n  c o n s u m m a t e d  p r i o r  t o  t h e  p e r i o d s  
i n d i c a t e d .  

T h e  pro f o r m a  c o m b i n e d  b o o k  v a l u e  p e r  s h a r e  o f  N U 1  common s t o c k  is based 
u p o n  t h e  p r o  f o r m a  t o t a l  common e q u i t y  for N U I ,  d i v i d e d  by t h e  t o t a l  p r o  f o r m a  
s h a r e s  of NU1 common s t o c k  a s s u m i n g  t h a t  t h e  p r i c e  o f  N U 1  common s t o c k  i s  
$ 2 6 . 9 8 ,  t h e  c l o s i n g  p r i c e  o f  N U 1  common s t o c k  o n  J u n e  30, 2000 ( t h e  " P r o  F o r m a  
E x c h a n g e  R a t i o " ) .  T h e  p r o  f o r m a  e q u i v a l e n t  book v a l u e  pe r  s h a r e  of V i r g i n i a  G a s  
common s t o c k  r e p r e s e n t s  t h e  p ro  forma c o m b i n e d  a m o u n t  per s h a r e  m u l t i p l i e d  by 
t h e  P r o  Forma E x c h a n g e  R a t i o .  T h e  pro f o r m a  c o m b i n e d  d i v i d e n d s  declared a s s u m e  
n o  c h a n g e s  i n  t h e  h i s t o r i c a l  d i v i d e n d s  declared per s h a r e  o f  N U 1  common s t o c k .  
T h e  pro f o r m a  e q u i v a l e n t  d i v i d e n d s  per s h a r e  o f  V i r g i n i a  G a s  common s t o c k  
r e p r e s e n t s  t h e  c a s h  d i v i d e n d s  d e c l a r e d  o n  a s h a r e  of N U 1  common s t o c k  
m u l t i p l i e d  by t h e  P r o  F o r m a  E x c h a n g e  Rat io .  T h e  pro f o r m a  c o m b i n e d  n e t  i n c o m e  
per s h a r e  h a s  b e e n  c o m p u t e d  based o n  t h e  a v e r a g e  n u m b e r  of o u t s t a n d i n g  s h a r e s  
a n d  common e q u i v a l e n t  s h a r e s  of N U I ,  a n d  t h e  a v e r a g e  n u m b e r  of o u t s t a n d i n g  
s h a r e s  o f  V i r g i n i a  G a s  common s t o c k  a d l u s t e d  for t h e  P r o  F o r m a  E x c h a n g e  R a t i o .  
T h e  p r o  f o r m a  e q u i v a l e n t  n e t  i n c o m e  per s h a r e  o f  V i r g i n i a  G a s  common s t o c k  
r e p r e s e n t s  t h e  pro f o r m a  c o m b i n e d  n e t  i n c o m e  pe r  s h a r e  m u l t i p l i e d  by t h e  Pro 
F o r m a  E x c h a n g e  R a t i o .  

N U 1  Common S t o c k  

P r o  Forma 
H i s t o r i c a l  Combined 

Book V a l u e :  

Di v i d e n d s  Decl a red : 
As of June 30, 2000. . . . . . . . . . . . . . . .  $ 1 9 . 9 5  $ 2 0 . 3 7  

N i n e  months ended J u n e  3 0 ,  2000 . ... 0 . 7 3 5  0 . 7 3 5  
F i s c a l  y e a r  1999(1) . . . . . . . . . . . . . . . .  0 . 9 8  0 . 9 8  

Net In come --Di 1 u ted : 

$6.00 $ 3 . 0 2  

0 . 0 0  0.11 
0 . 0 1 7 5  0.15 
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Nine months ended J u n e  3 0 ,  2 0 0 0  . . . .  2.08 
F i s c a l  y e a r  1999(1) . . . . . . . . . . . . . . . .  1.93 

1.98 
1.84 

0 . 0 5  
0.18 

0 . 2 9  
0.27 

(1) Virginia Gas's latest fiscal year ended on December 31, 1999. NUI's latest 
fiscal year f o r  which information is available ended on September 30, 1999. 

S-6 

UNAUDITED SELECTED PRO FORMA 
CONSOLIDATED FINANCIAL STATEMENTS 

The unaudited pro forma consolidated balance sheet as of June 30, 2000, and 
the unaudited pro forma consolidated income statements f o r  the nine months 
ended June 30, 2000, and the year ended September 30, 1999, combine the 
historical information of N U 1  and Virginia G a s .  The unaudited pro forma 
consolidated financial statements have been prepared to reflect the merger 
under the purchase method of accounting. Under the purchase method o f  
accounting, assets acquired and liabilities assumed are recorded at their 
estimated fair values. The excess of the purchase price, including estimated 
fees and expenses directly related to the merger, over the fair value of the 
net assets acquired is classified as goodwill. In the merger, the fair value of 
the acquired assets  and liabilities, and related di rec t  expenses, are estimated 
to be more than the purchase price, resulting in "negative" goodwill. The 
estimated values and u s e f u l  lives of assets acquired and liabilities assumed, 
and the resulting negative goodwill, are subject to final valuation adjustments 
in accordance with generally accepted accounting principles. 

The pro forma adlustments reflected in the unaudited pro forma consolidated 
balance sheet a r e  as if the transaction had occurred on June 30, 2000. The 
unaudited pro forma income statement f o r  the nine months ended June 30, 2000, 
assumes that the transaction was completed on October 1, 1999. The unaudited 
pro forma consolidated income statement for the year ended September 30, 1999, 
assumes that the transaction was completed on October 1, 1998. The unaudited 
pro forma consolidated financial statements assume that NU1 will purchase a l l  
of the outstanding stock of Virginia Gas for $4.00 per share (payable in NU1 
common stock). T h e  proposed transaction is expected to close in the fourth 
quarter of calendar year 2000. 

The following unaudited consolidated financial statements should be read in 
conjunction with the historical consolidated financlal statements and related 
notes thereto of NU1 and Virginia Gas. The accompanying financial statements 
are not necessarily indicative o f  the financial position or operating results 
that would have occurred had the proposed transactions been consummated on the 
date, or at the beginninq of the period, f o r  which the proposed transactions 
are being given effect nor are they necessarily indicative of future operating 
results or financial position. 

5-7 

NU1 CORPORATION AND SUBSIDIARIES AND VIRGINIA GAS COMPANY AND SUBSIDIARIES 

Pro Forma Consolidated Statement of Income (Unaudited) 
€or the Twelve Months Ended September 30, 1999  

Operating m a r g i n s  
Operating r e v e n u e s . . . .  $828,174 $9,019 

and  f u e l  . . . . . . . . . . . . .  621,363 3,450 
Energy taxes . . . . . . .  14,148 102 

Less: Purchased g a s  

----- --_--- ___ -__  
192,663 5,467 

$ 8 3 7 , 1 9 3  

624,813 
14,250 

198,130 
-__-__-- -__ 
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Other operating e x p e n s e s  
O p e r a t i o n s  a n d  

D e p r e c i a t i o n  a n d  

R e s t r u c t u r i n g  a n d  

. . . . . . . . . .  m a i n t e n a n c e  1 0 0 , 4 9 0  3 , 0 4 9  1 0 3  , 539 

a m o r t i z a t i o n  . . . . . . . . .  26,939 1 , 4 0 1  $(m) (1) 2 8 , 1 6 2  

o t h e r  n o n - r e c u r r i n g  

i tems ( 3 , 9 5 4  1 1 , 2 6 2  ( 2 ,  6 9 2 )  . . . . . . . . . . . . . . . .  
. . . . . . . . . .  O t h e r  t a x e s .  9 , 1 0 1  24 4 9 , 3 4 5  . . . . . . .  I n c o m e  t a x e s . . .  1 6 , 6 0 4  (84) 1 6 , 5 2 0  

(178) 154 , 874 
______I____ - -_-__ - - - - - - - ----I______ 

1 4 9 , 1 8 0  5 , 8 7 2  
-_ - -___  _ _ _ _ _ _ _ _ _ _ _  - - _ - _ _ _ _ _ _ -  - - _ _ _ _  

. . . . . . . .  Operating income 4 3 , 4 8 3  ( 4 0 5 )  17 8 4 3 , 2 5 6  

O t h e r  i n c o m e  a n d  
e x p e n s e ,  n e t  

E q u i t y  i n  e a r n i n g s  of 
T I C  E n t e r p r i s e s ,  LLC, 
n e t .  . . . . . . . . . . . . . . . . .  

O t h e r  . . . . . . . . . . . . . . . . .  
I n c o m e  t a x e s  . . . . . . . . . .  

I n t e r e s t  e x p e n s e  . . . . . . . .  
N e t  income . . . . . . . . . . . . . .  
N e t  i n c o m e  per  s h a r e  of 

common  s tock  ( b a s i c  a n d  
d i l u t e d )  . . . . . . . . . . . . . . .  
of  s h a r e s  of common  
s tock  o u t s t a n d i n g  . . . . . .  

W e i g h t e d  a v e r a g e  n u m b e r  
$ 1 . 9 3  

1 2 , 7 1 5 , 3 0 0  

2 , 1 3 4  

8 1 6 , 0 1 3  

$ 1.84 

1 3 , 5 3 1 , 3 1 3  

-------- 
+ Virginia Gas has a December 3 1  f i s c a l  year-end. For purposes of this pro 
forma consolidated statement of income, the twelve months ended September 30, 
1999, were utilized to correspond to NUI's f i s ca l  year-end. 

See accompanying Notes to the Unaudited Selected Pro Forma Consolidated 
Financial Statements on Page S-11. 

S-8 

NU1 CORPORATION AND SUBSIDIARIES AND VIRGINIA GAS COMPANY AND SUBSIDIARIES 

Pro Forma Consolidated Statement of Income (Unaudited) 
For the N i n e  Months Ended June 30, 2000 

Nine M o n t h s  E n d e d  J u n e  3 0 ,  2 0 0 0  
-_-___----__-----_______________________-_------- 

N U 1  V i r g i n i a  G a s  Pro Forma Pro Forma 
H i s t o r i c a l  H i s t o r i c a l  A d j u s t m e n t s  C o m b i n e d  _ _ _ _ _ _ _ _ _ _  _ _ _ _ _ - _ _ _ _ _ _  _-___--__--  ----_----- 

( I n  t h o u s a n d s ,  except  s h a r e  d a t a )  

O p e r a t i n g  m a r g i n s  
O p e r a t i n g  r e v e n u e s . . . . . . . .  $ 7 1 2 , 7 2 4  $ 7 , 9 7 1  
L e s s :  P u r c h a s e d  g a s  a n d  

f u e l . .  . . . . . . . . . . . . . . . . . . .  5 3 1 , 3 5 9  3 , 4 4 2  
E n e r g y  t a x e s . . . . . .  . . . . . .  1 1 , 6 1 6  7 5  

169,749 4 , 4 5 4  
- - - - -_____ ----__ 

------_-__ ---___ 

$ 7 2 0  , 695 
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Other operating expenses 
Operations and 

Depreciation and 

Other taxes...... 7,136 37 9 7 , 515 
Income taxes 18,759 89 18,848 

128,088 4,290 (1331 132,245 

Operating income 41,661 164 133 41,958 

. . . . . . . . . . . . . .  maintenance 80,281 2,714 82,995 

amortization . . . . . . . . . . . . .  21,912 1, l o a  $ ( I 3 3 1  (1) 22,887 
. . . . . . . . .  

. . . . . . . . . . . . . .  
----I-- --------__ -----_-_-- - _ _ _ _ _  

------- ---------- - _ - - _ _ _ _ _ _  ------ 
. . . . . . . . . . . .  

Other income and expense, 
net 
Equity i n  earnings of TIC 
Enterprises, LLC, net.. . .  3 69 

Other ..................... 65 
Income taxes (152) . . . . . . . . . . . . . .  

- - - - -_____ 
2 82 

Interest expense. . . . . . . . . . . .  15,125 
---------- 

Net income.. . . . . . . . . . . . . . . . .  $ 26,818 

Net income per share of 
--____I--_ - - - - - - - _ _ - 

common stock (basic and 
diluted) . . . . . . . . . . . . . . . . . . .  .$ 2.08 

Weighted average number of 
shares of common stock 
outstanding . . . . . . . . . . . . . . . .  12,912,975 

$ 1 . 9 8  

816,013 13,728,988 

See accompanying Notes  to t h e  Unaudited Selected P r o  Forma  Consolidated 
F i n a n c i a l  Statements on  Page S-11. 

S-9 

NU1 CORPORATION AND S U B S I D I A R I E S  AND V I R G I N I A  GAS COMPANY AND S U B S I D I A R I E S  

Pro Forma Consolidated Balance Sheet (Unaudited) 
As of June 30, 2000 

June 30, 2000 

NU1 Virginia Gas  Pro Forma Pro Forma 
Hi s t or i ca 1 Hi s tor i ca 1 A d j  us tmen t s Combined 

(In thousands) 

A s s e t s  
Utility plant 

Utility plant, a t  original 
cost. .................... 

Accumulated depreciation 
and amortization . . . . . . . . .  

Unamortized plant 
a cqu i sit i on adj us t m e  n t s . . 

Funds f o r  construction held 
by trustee... . . . . . . . . . . . . . .  
Investment in TIC 
Enterprises, LLC, net...... 

Other investments . . . . . . . . . . .  
Current a s s e t s  

$808,619 $50 ,24  9 
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C a s h  and cash 

Accounts receivable (less 
allowance f o r  doubtful 
accounts of $1,987 and 
$67, respectively). . . . . . .  102,015 

Fuel inventories, at 
average cost . . . . . . . . . . . . .  20,014 

Prepayments and other . . . . .  66,866 

190,340 

equivalents . . . . . . . . . . . . . .  1,445 

- - - - - - - - - 

- - - - - - - - - 
Other a s s e t s  

Regulatory a s s e t s . . . . . . . .  . 50,143 
Deferred charges 
(including goodwill). . . . .  15,609 

65,752 
- - - - - - - - - 

- - - - - - - - - 
$ 8 7 4 , ~  64 

- - - - - - - - - - - - - - - - - - 

6 9 8  2,343 

1,017 103,032 

50,143 

Capital i z a  t ion and 
Liabilities 

Capi t a 1 i z a  t i on 
Common shareholders' 
equity . . . . . . . . . . . . . . . . . . .  $258,880 $280,899 

Long-term debt . . . . . . . . . . . .  

Capital lease obligations . . .  

Current liabilities 
Notes payable to banks and 
current portion of long- 
term debt . . . . . . . . . . . . . . . .  

Current portion of capital 
lease obligations . . . . . . . .  

Accounts payable, customer 
deposits, and accrued 
liabilities . . . . . . . . . . . . . .  

Overrecovered purchased 
gas costs....... . . . . . . . . .  

Federal income and other 
taxes .................... 

62,240 

1,286 

30,024 62,264 

1,286 

108,042 1,275 5,667 (2,3) 114,984 

8,229 8,229 

Deferred credits and other 

Deferred federal income 
taxes .................... 

Unamortized investment tax 
credits . . . . . . . . . . . . . . . . . .  

Environmental remediation 
reserve............. . . . . .  

Regulatory and o t h e r  
liabilities . . . . . . . . . . . . . .  

liabilities 

90 9 74,677 

4,906 

33,560 

See accompanying Notes to the Unaudited Selected Pro F o r m a  Consolidated 
Financial Statements on Page S-11. 
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NOTES TO THE UNAUDITED SELECTED PRO FORMA 

CONSOLIDATED FINANCIAL STATEMENTS 
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Note 1. Consideration and Estimated Negative Goodwill Related to the Merger 

NU1 will acquire all of the outstanding common stock of Virginia Gas f o r  
$4.00 per share, payable through the issuance of approximately 816,000 shares 
of common stock, based upon the June 30, 2000, closing price of its common 
shares ($26.981, and the June 30, 2000, common shares outstanding of Virginia 
Gas. 

The estimated neqative goodwill reflects the recognition of the excess 
amount of the estimated fair value of the net assets to be acquired, including 
costs to be incurred directly related to the merger, over the estimated 
purchase price. The following represents the estimated neqative goodwill 
calculation: 

Common shares of Virginia Gas outstanding at June 30, 2 0 0 0 . .  . .  
S h a r e  p r i c e  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
P u r c h a s e  price ................................................ 
Estimated fair value of net a s s e t s  to b e  a c q u i r e d *  . . . . . . . . . . . .  

Estimated transaction costs ( S e e  Note 2) ...................... 
Estimated restructuring and other costs ( S e e  Note 3 )  . . . . . . . . . .  
Estimated negative goodwill ................................... 
Amortization per iod  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Estimated yearly amortization ................................. 
E s t i m a t e d  nine months amortization ............................ 

* For purposes of these pro-forma financial statements, it 1s assumed that the 
carrying value (i.e., book value) o f  the assets and liabilities of Virginia 
Gas approximates fair value. A detailed study of such assets and liabilities 
will. be conducted prior to the merger to refine the estimate of such fair 
values. 

A final determination of negative goodwill may also reflect certain purchase 
accounting adjustments based on actuarial valuations related to employee 
benefit p l a n s ,  estimates with respect to the effect of consolidation of 
certain corporate and administrative functions, possible asset sales and other 
adlustments. 

Note 2. Estimated Transaction Costs Associated with the Merger 

NU1 will incur direct expenses related to the merger, including accountinq, 
legal, investment banking and consulting fees. The pro forma adjustments 
include an estimate for NUI's merger-related costs of $0.8 million, which h a s  
served to reduce negative goodwill. 

Note 3. Estimated Restructuring and Other Costs 

Virginia Gas expects to incur direct expenses related to the merger, 
including accounting, investment banking, legal and consulting fees of 
approximately $1.0 million. In addition, Virqinia Gas expects to incur expenses 
of approximately $3.9 million for  certain contractual obligations (e.g., 
"change in control" payments) and stock options that will be "cashed out-." 
These costs will be expensed as incurred by Virginia Gas  and have served to 
reduce the amount of estimated negative goodwill. 

Note 4 .  Amortization of Negative Goodwill and Income Taxes 

Negative goodwill will be amortized over a 30-year period. A tax provision 
has not been made for the amortization of negative goodwill since it is not 
taxable income. 

Note 5. Reclassification of Long-Term Debt 

N U 1  intends to refinance $30 million in debt previously classified as 
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c u r r e n t  by V i r g i n i a  G a s  d u e  t o  f i n a n c i a l  c o v e n a n t  d e f a u l t s .  

s-11 

SELECTED CONSOLIDATED FINANCIAL INFORMATION 

N U I - - B e f o r e  t h e  M e r g e r  

T h e  f o l l o w i n g  t ab l e  sets f o r t h  selected c o n s o l i d a t e d  f i n a n c i a l  i n f o r m a t i o n  
o f  N U I .  T h e  i n f o r m a t i o n  set  f o r t h  b e l o w  w a s  se lected o r  d e r i v e d  f r o m  t h e  
f i n a n c i a l  s t a t e m e n t s  a n d  n o t e s  t h e r e t o  of  NUI. T h e  u n a u d i t e d  i n t e r i m  pe r iod  
f i n a n c i a l  i n f o r m a t i o n ,  in t h e  o p i n i o n  of N U I ,  i n c l u d e s  a l l  a d j u s t m e n t s  
( c o n s i s t i n g  o f  n o r m a l  r e c u r r i n g  a c c r u a l s ,  unless otherwise n o t e d )  n e c e s s a r y  € o r  
a f a i r  p r e s e n t a t i o n  for t h e  pe r iods  s h o w n .  R e s u l t s  f o r  t h e  n i n e  m o n t h s  e n d e d  
J u n e  30, 2000,  a r e  n o t  n e c e s s a r i l y  i n d i c a t i v e  o f  r e s u l t s  t o  be e x p e c t e d  f o r  t h e  
full f i s c a l  year. T h e  i n f o r m a t i o n  set f o r t h  b e l o w  i s  q u a l i f i e d  i n  its e n t i r e t y  
by a n d  s h o u l d  be read i n  c o n l u n c t i o n  w i t h  t h e  d e t a i l e d  i n f o r m a t i o n  a n d  
c o n s o l i d a t e d  f i n a n c i a l  s t a t e m e n t s ,  i n c l u d i n g  t h e  n o t e s  t h e r e t o ,  i n c o r p o r a t e d  by 
r e f e r e n c e  i n  t h i s  proxy  s t a t e m e n t / p r o s p e c t u s .  S e e  "WHERE YOU CAN FIND MORE 
INFORMATION. " 

A s  of a n d  For t h e  
N i n e  Months E n d e d  A s  of a n d  For t h e  F i s c a l  Y e a r  E n d e d  

J u n e  3 0 ,  J u n e  3 0 ,  S e p t .  S e p t  . S e p t .  S e p t .  Sept. 
___--_-- -_- -__-- -  ---------____---_---____I_______________-------_-- 

2000 1999 3 0 ,  1999 3 0 ,  1998 30, 1997 30, 1996 30, 1995 
-------- _-___--_ _------ - _ - - _ _ _ _ _  - - _ _ _ - _ _  _------- -------- 

( I n  t h o u s a n d s ,  e x c e p t  p e r  s h a r e  d a t a l  

O p e r a t i n g  r e v e n u e s . . . . . .  $712,724 $644,838 $828,174 $828,036 $608,596 $469,499 $376,884 
Net i n c o m e  . . . . . . . . . . . . . .  26,818 27,104(1) 24,560(11 12,314(2) 19,649 14,896 5,517(3) 
Net i n c o m e  p e r  common 

D i v i d e n d s  p a i d  p e r  
s h a r e  . . . . . . . . . . . . . . . . . .  2.08 2.13 1.93 0.98 1.75 1.52 0.60 

common s h a r e  . . . . . . . . . . .  0 . 7 3 5  0.735 0. 98 0.98 0.94 0.90 0.90 

T o t a l  a s s e t s . . . . . . .  . . . . .  874,764 821,067 844,226 776,847 803,665 677,662 610,165 
C a p i t a l  l e a s e  

o b l i g a t i o n s  . . . . . . . . . . . .  2,639 1,788 2,599 8,566 9,679 10,503 11,114 
L o n g - t e r m  deb t .  . . . . . . . . .  2 6 0 , 9 3 8  268,902 268,911 229,098 229,069 230,100 222,060 
Common s h a r e h o l d e r s '  

Weighted a v e r a g e  c o m m o n  
e q u i t y  . . . . . . . . . . . . . .  . . .  $258,880 $242,154 $237,318 $222,992 $218,291 $179,107 $140,912 

s h a r e s  o u t s t a n d i n g . .  . . .  22,957 1 2 , 1 3 3  12,750 12,680 12,429 11,086 9,201 

N o t e s  to t h e  S e l e c t e d  C o n s o l i d a t e d  F i n a n c i a l  I n f o r m a t i o n  o f  N U I :  

Note 1. N e t  i n c o m e  r e s u l t s  f o r  b o t h  t h e  n i n e  m o n t h s  e n d e d  J u n e  30, 1 9 9 9 ,  a n d  
t h e  f i s c a l  year e n d e d  S e p t e m b e r  30, 1 9 9 9 ,  i n c l u d e  p e n s i o n  s e t t l e m e n t  
g a i n s  a n d  o t h e r  n o n - r e c u r r i n g  i t e m s .  T h e  e f f e c t  o f  t h e s e  i t e m s  
i n c r e a s e d  n e t  i n c o m e  i n  b o t h  pe r iods  by $ 2 . 3  m i l l i o n  ( a f t e r  t a x ) ,  o r  
$0.18 per  s h a r e .  

Note 2 .  Net i n c o m e  € o r  t h e  f i s c a l  year e n d e d  S e p t e m b e r  30, 1998,  i n c l u d e s  
r e s t r u c t u r i n g  a n d  other n o n - r e c u r r i n g  c h a r g e s  a m o u n t i n g  t o  $ 5 . 9  m i l l i o n  
( a f t e r  t a x ) ,  o r  $ 0 . 4 7  per  s h a r e .  

Note 3 .  N e t  i n c o m e  f o r  t h e  f i s c a l  year e n d e d  S e p t e m b e r  30, 1995,  i n c l u d e s  
r e s t r u c t u r i n g  a n d  o t h e r  n o n - r e c u r r i n g  c h a r g e s  a m o u n t i n g  t o  $5.6 m i l l i o n  
( a f t e r  t a x ) ,  or  $0.61 per  s h a r e .  

s-12 

V i r g i n i a  G a s - B e f o r e  t h e  Merqer 

T h e  f o l l o w i n g  t a b l e  s e t s  f o r t h  selected c o n s o l i d a t e d  f i n a n c i a l  i n f o r m a t i o n  
o f  V i r g i n i a  Gas. T h e  i n f o r m a t i o n  set f o r t h  b e l o w  w a s  se lected o r  d e r i v e d  f r o m  
t h e  f i n a n c i a l  s t a t e m e n t s  a n d  n o t e s  t h e r e t o  of V l r g i n i a  G a s .  T h e  u n a u d i t e d  

http ://ccbn. tenkwizard .com/print. php?repo=tenk&ipage= 1 22 1 03 3 &attach=ON&doc= 1 5/ 1 6/2002 



10k Wizard: SEC Filings Page 19 of 134 

i n t e r i m  pe r iod  f i n a n c i a l  i n f o r m a t i o n ,  i n  t h e  o p i n i o n  o f  V i r g i n i a  G a s ,  i n c l u d e s  
all a d j u s t m e n t s  ( c o n s i s t i n g  o f  n o r m a l  r e c u r r i n g  a c c r u a l s ,  u n l e s s  o t h e r w i s e  
n o t e d )  n e c e s s a r y  f o r  a f a i r  p r e s e n t a t i o n  f o r  t h e  per iods s h o w n .  Results f o r  t h e  
s i x  m o n t h s  e n d e d  J u n e  30, 2000, a r e  n o t  n e c e s s a r i l y  i n d i c a t i v e  of r e s u l t s  t o  be 
e x p e c t e d  f o r  t h e  f u l l  f i s c a l  y e a r .  T h e  i n f o r m a t i o n  s e t  f o r t h  b e l o w  i s  q u a l i f i e d  
i n  i t s  e n t i r e t y  by a n d  s h o u l d  be read i n  c o n j u n c t i o n  w i t h  t h e  d e t a i l e d  
i n f o r m a t i o n  a n d  c o n s o l i d a t e d  f i n a n c i a l  s t a t e m e n t s ,  i n c l u d i n g  t h e  n o t e s  t h e r e t o ,  
i n c o r p o r a t e d  by r e f e r e n c e  i n  t h i s  p r o x y  s t a t e m e n t / p r o s p e c t u s .  See "WHERE YOU 
CAN F I N D  MORE INFORMATION." 

O p e r a t i n g  r e v e n u e s . . . . . .  
N e t  i n c o m e  ( l o s s )  

a v a i l a b l e  t o  common 
s h a r e h o l d e r s  . . . . . . . . . . .  

N e t  income ( lo s s )  per  
common s h a r e  . . . . . . . . . . .  

D i v i d e n d s  p a i d  per  
common s h a r e . .  . . . .  . . . . .  

T o t a l  a s s e t s . . . .  . . . . . . . .  
L o n g - t e r m  d e b t  . . . . . . . . . .  
Common s h a r e h o l d e r s  ' 

e q u i t y  . . . . . . . . . . . . . . . . .  
W e i g h t e d  a v e r a g e  common 

s h a r e s  o u t s t a n d i n g  . . . . .  

J u n e  
3 0 ,  

2000 
------- 

$ 5,591 

2 6 3  

0 . 0 5  

0 . 0 0  

65,173 

J u n e  D e c .  Dec D e c .  Dec. 

1 9 9 9  1999 1 9 9 8  1997 1996 
3 0 ,  31,  3 1 ,  31 I 31 , 

( I n  t h o u s a n d s ,  e x c e p t  p e r  s h a r e  d a t a )  

$ 4,558 

9 2 6  (1) 

0.17 

0.04 

60,553 
2 1 0  ( 3 )  24,254 

$ 3 3 , 0 2 0  $ 3 2 , 6 7 7  

5,505 5 , 5 0 5  

$ 9 ,403  $ 8 , 1 6 6  

1,006(1) (1,120) ( 2 )  

0.18 (0.20) 

0.04 0.07 

64,721 60,4 62 
2 1 0  ( 3 )  2 4 , 2 5 4  

$32,157 $31,944 

5 , 5 0 5  5 , 5 0 5  

$ 7 , 8 9 8  $ 1 , 7 7 3  

851 34  8 

0.22 0.21 

Notes to t h e  S e l e c t e d  C o n s o l i d a t e d  F i n a n c i a l  I n f o r m a t i o n  of V i r g i n i a  G a s :  

N o t e  1. N e t  i n c o m e  r e s u l t s  f o r  b o t h  t h e  s i x  m o n t h s  e n d e d  J u n e  30,  1 9 9 9 ,  a n d  t h e  
f i s c a l  year e n d e d  December 31, 1999,  i n c l u d e  V i r g i n i a  G a s ' s  p o r t i o n  o f  
t h e  g a i n  o n  f i x e d  asset  s a l e s  by a 50 p e r c e n t  o w n e d  a f f i l i a t e .  T h e  
e f f e c t  o f  t h e s e  i t e m s  i n c r e a s e d  n e t  i n c o m e  i n  b o t h  pe r iods  by $401,000 
( a f t e r  t a x ) ,  or $0 .07  per s h a r e .  

Note 2 Net i n c o m e  f o r  t h e  f i s c a l  y e a r  e n d e d  December 31, 1 9 9 8 ,  i n c l u d e s  
r e s t r u c t u r i n g  a n d  o t h e r  n o n - r e c u r r i n g  c h a r g e s  of $1.1 m i l l i o n  ( a f t e r  
t a x ) ,  or $ 0 . 2 1  per s h a r e .  N e t  i n c o m e  for t h e  f i s c a l  year e n d e d  D e c e m b e r  
3 3 ,  1 9 9 8 ,  also i n c l u d e s  V i r g i n i a  G a s ' s  p o r t i o n  o f  r e s t r u c t u r i n g  and  
o t h e r  n o n - r e c u r r i n g  c h a r g e s  i n c u r r e d  by i t s  t w o  50 p e r c e n t  o w n e d  
a f f i l i a t e s .  T h e s e  c h a r g e s  w e r e  $480,000 ( a f t e r  t a x ) ,  or $ 0 . 0 9  per 
s h a r e .  

Note 3 .  L o n g - t e r m  debt a s  o f  D e c e m b e r  31, 1999,  a n d  J u n e  30, 2000,  d o e s  n o t  
i n c l u d e  $ 2 4  m i l l i o n  i n  debt t h a t  w a s  c l a s s i f i e d  as  c u r r e n t  d u e  t o  a 
debt c o v e n a n t  d e f a u l t .  

Note 4 .  Amounts r e p r e s e n t  w e i g h t e d  a v e r a g e  d i v i d e n d s  per common s h a r e .  

S-13 

R I S K  FACTORS 

I n  a d d i t i o n  t o  t h e  o t h e r  i n f o r m a t i o n  i n c l u d e d  o r  i n c o r p o r a t e d  by r e f e r e n c e  
i n  t h i s  p r o x y  s t a t e m e n t / p r o s p e c t u s ,  you s h o u l d  cons ide r  c a r e f u l l y  t h e  matters 
d e s c r i b e d  b e l o w  i n  d e t e r m i n i n g  w h e t h e r  t o  a p p r o v e  a n d  adopt t h e  m e r g e r  
a g r e e m e n t .  

V i r g i n i a  G a s  f a c e s  s i g n i f i c a n t  r i s k s  i f  t h e  m e r g e r  is n o t  c o n s u m m a t e d .  

T h e  merger a n d  t h e  i n t e r i m  f i n a n c i n g  m a d e  a v a i l a b l e  by N U 1  ( u p  t o  $20  
m i l l i o n )  p r o v i d e  V i r g i n i a  G a s  w i t h  t h e  o p p o r t u n i t y  t o  o p t i m i z e  t h e  v a l u e  o f  i t s  

0 . 0 7  O . O Z ( 4 )  

5 5 , 8 3 8  3 3 , 5 1 0  
19,728 1 2 , 1 3 8  

$ 3 3 , 3 1 5  $ 1 5 , 6 1 3  

3,943 1, 6 3 8  

http://ccbn. tenkwizard.com/print. php?repo=tenk&ipage=122 1033&attach=ON&doc=l 

$ 1,494 

4 2 8  

0.62 

0.31(4) 

22 , 356 
12,886 

$ 3 , 7 0 5  

6 9 6  
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p i p e l i n e  a n d  s t o r a g e  a s se t s  a n d  t o  do so w i t h o u t  l i q u i d a t i o n  o f  i t s  s t r a t eg ic  
assets.  H o w e v e r ,  i f  t h e  m e r g e r  i s  n o t  completed,  V i r g i n i a  G a s  f a c e s  t h e  
f o l l o w i n g  r i s k s :  

. V i r g i n i a  G a s  i s  n o t  i n  c o m p l i a n c e  w i t h  c e r t a i n  c o v e n a n t s  i n  i t s  p r i n c i p a l  
d e b t  a g r e e m e n t s  a n d ,  a b s e n t  a n  a l t e r n a t i v e  s o u r c e  o f  f i n a n c i n g  o r  a 
c o n v e r s i o n  of  a s u b s t a n t i a l  p o r t i o n  o f  i ts  a s se t s  t o  c a s h ,  V i r g i n i a  G a s  
h a s  n o  p r e s e n t  m e a n s  o f  c u r i n g  t h e s e  c o v e n a n t  d e f a u l t s ,  w h i c h  h a s  
r e s u l t e d  i n  V i r g i n i a  G a s ' s  i n d e p e n d e n t  a u d i t o r  e x p r e s s i n g  u n c e r t a i n t y  
r e g a r d i n g  V i r g i n i a  G a s ' s  a b i l i t y  t o  c o n t i n u e  as a g o i n g  c o n c e r n .  V i r g i n i a  
G a s ' s  l e n d e r s  h a v e  t h e  r i g h t  t o  d e m a n d  t h e  a m o u n t s  d u e  { a p p r o x i m a t e l y  $33 
m i l l i o n ,  i n c l u d i n g  p r e p a y m e n t  p e n a l t i e s )  a t  a n y  t i m e .  I f  t h e  l e n d e r s  
e x e r c i s e  t h e i r  r i g h t s  a n d  s e e k  r e m e d i e s  a v a i l a b l e  t o  t h e m  u n d e r  t h e  l o a n  
d o c u m e n t s ,  N U 1  h a s  t h e  r i g h t  t o  declare  a m o u n t s  o u t s t a n d i n g  u n d e r  t h e  
i n t e r i m  f i n a n c i n g  made  a v a i l a b l e  by N U 1  immediately d u e  a n d  payable.  I n  
t h e  e v e n t  V i r g i n i a  G a s ' s  l e n d e r s  o r  N U 1  d e m a n d  r e p a y m e n t  o f  t h e  a m o u n t s  
d u e  f r o m  V i r g i n i a  G a s ,  t h e  f o r c e d  l i q u i d a t i o n  o r  b a n k r u p t c y  of V i r g i n i a  
G a s  may be n e c e s s a r y .  I n  t h e s e  c i r c u m s t a n c e s ,  V i r g i n i a  G a s  s t o c k h o l d e r s  
may l o s e  t h e i r  e n t i r e  i n v e s t m e n t  i n  V i r g i n i a  G a s .  

, T h e  i n t e r i m  f i n a n c i n g  made a v a i l a b l e  t o  V i r g i n i a  G a s  by N U 1  c o n t e m p l a t e s  
t h a t  a l l  o u t s t a n d i n g  a m o u n t s  w i l l  become i m m e d i a t e l y  d u e  a n d  payable i n  
t h e  e v e n t  t h a t  t h e  m e r g e r  a g r e e m e n t  i s  t e r m i n a t e d  f o r  any r e a s o n .  I n  s u c h  
e v e n t ,  t h e  f o r c e d  l i q u i d a t i o n  o r  b a n k r u p t c y  o f  V i r g i n i a  G a s  may be 
n e c e s s a r y .  I n  t h e s e  c i r c u m s t a n c e s ,  V i r g i n i a  G a s  s t o c k h o l d e r s  may l o s e  
t h e i r  e n t i r e  i n v e s t m e n t  i n  V i r g i n i a  G a s .  

. W h i l e  t h e  i n t e r i m  f i n a n c i n g  m a d e  a v a i l a b l e  by N U 1  i s  expec ted  t o  p r o v i d e  
t h e  r e s o u r c e s  i n i t i a l l y  r e q u i r e d  f o r  e x p a n s i o n  o f  t h e  p i p e l i n e  a n d  
s t o r a g e  a s s e t s ,  a d d i t i o n a l  a m o u n t s  w i l l  be n e e d e d  t o  complete t h e s e  
p ro lec ts  t o  t h e  degree a n d  o n  t h e  s c h e d u l e  t h a t  V i r g i n i a  G a s ' s  board 
b e l i e v e s  IS n e c e s s a r y  t o  o p t i m i z e  t h e i r  v a l u e .  I t  i s  u n c l e a r  w h e t h e r ,  o n  
w h a t  t e r m s  a n d  how q u i c k l y  V i r g i n i a  Gas w o u l d  be ab le  to a t t r a c t  
a d d i t i o n a l  c a p i t a l  i f  t h e  m e r g e r  does n o t  t a k e  p lace.  

W e  may n o t  be a b l e  t o  c o m p l e t e  t h e  m e r g e r  b e c a u s e  we may n o t  be a b l e  t o  
o b t a i n  t h e  r e q u i r e d  r e g u l a t o r y  a p p r o v a l s  o n  s a t i s f a c t o r y  t e r m s .  

B e f o r e  we c o m p l e t e  t h e  m e r g e r ,  we m u s t  m a k e  f i l i n g s  w i t h  a n d / o r  r e c e i v e  
a p p r o v a l s  f r o m  t h e  V i r g i n i a  S t a t e  C o r p o r a t i o n  C o m m i s s i o n .  A l o i n t  a p p l i c a t i o n  
h a s  b e e n  f i l e d  w i t h  t h e  V i r g i n i a  S t a t e  C o r p o r a t i o n  C o m m i s s i o n  r e q u e s t i n g  t h a t  
t h e  C o m m i s s i o n  r e v i e w  t h e  m e r g e r  a n d  i s s u e  t h e  n e c e s s a r y  r e g u l a t o r y  a p p r o v a l s .  
P r i o r  t o  t h e  m e r g e r ,  N U 1  m u s t  a l s o  o b t a i n ,  a n d  h a s  appl ied  f o r ,  a p p r o v a l s  f r o m  
r e g u l a t o r y  a u t h o r i t i e s  i n  c e r t a i n  o t h e r  s ta tes  i n  w h i c h  NU1 c o n d u c t s  i t s  
b u s i n e s s .  W h i l e  w e  d o  n o t  b e l i e v e  t h a t  a n y  o t h e r  f o r m a l  s t a t e  p u b l i c  u t i l i t y  
c o m m i s s i o n  a p p r o v a l s  a r e  r e q u i r e d  f o r  t h e  m e r g e r ,  N U 1  w i l l  c o n t i n u e  t o  w o r k  
c o n s t r u c t i v e l y  w i t h  s t a t e  r e g u l a t o r s  r e g a r d i n g  t h e i r  j u r i s d i c t i o n  o v e r  N U 1  a n d  
N U 1  H o l d i n g .  O b t a i n i n g  t h e  r e q u i r e d  r e g u l a t o r y  a p p r o v a l s  c o u l d  de l ay  t h e  
c l o s i n g  of t h e  merger f o r  a s i g n i f i c a n t  p e r i o d  of  t i m e  a f t e r  y o u  h a v e  a p p r o v e d  
a n d  a d o p t e d  t h e  m e r g e r  a g r e e m e n t  a t  t h e  a n n u a l  m e e t i n g .  We c a n n o t  a s s u r e  y o u  
t h a t  w e  w i l l  o b t a i n  t h e  r e q u i r e d  r e g u l a t o r y  a p p r o v a l s  o r ,  i f  o b t a i n e d ,  w h e t h e r  
t h e  terms a n d  c o n d i t i o n s  o f  t h e  a p p r o v a l s  w i l l  be s a t i s f a c t o r y .  

F o l l o w i n g  NUI's h o l d i n g  c o m p a n y  r e o r g a n i z a t i o n ,  d i v i d e n d s  o n  N U 1  H o l d i n g  
common s t o c k  w i l l  d e p e n d ,  i n  p a r t ,  o n  t h e  a b i l i t y  o f  i t s  s u b s i d i a r i e s  t o  p a y  
d i v i d e n d s .  

I n  a d d i t i o n  t o  t h e  f u t u r e  f i n a n c i a l  p e r f o r m a n c e  o f  i t s  s u b s i d i a r i e s ,  t h e  
a b i l i t y  of N U 1  H o l d i n g ' s  s u b s i d i a r i e s  t o  pay d i v i d e n d s  t o  NU1 H o l d i n g  w i l l  
c o n t i n u e  t o  be subject  t o  t h e  l i m i t s  i m p o s e d  by: 

. s t a t e  l a w ;  

t h e  p r o v i s i o n s  of t h e i r  r e s p e c t i v e  c h a r t e r s  and  bylaws; 

1 

. t h e  p r i o r  r i g h t s  o f  h o l d e r s  of e x i s t i n g  a n d  a n y  f u t u r e  p r e f e r r e d  s t o c k  
i s s u e d  by t h o s e  s u b s i d i a r i e s ;  

. t h e  p r i o r  r i g h t s  of ho lde r s  of e x i s t i n g  a n d  a n y  f u t u r e  b o n d s  i s s u e d  by 
t h o s e  s u b s i d i a r i e s ;  a n d  

. t h e  p r i o r  r i g h t s  o f  h o l d e r s  o f  e x i s t i n g  a n d  f u t u r e  l o n g - t e r m  debt ,  a n d  
o t h e r  r e s t r i c t i o n s  i n  c o n n e c t i o n  w i t h  o t h e r  l i a b i l i t l e s  of t h o s e  
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The common stock price of NU1 (and NU1 Holding following completion of NUI's 
holding company reorganization) may fluctuate causing your investment in NU1 
and NU1 Holding t o  lose value. 

NU1 and N U 1  Holding common stock could experience in the future substantial 
price volatility as a result of a number of factors, including the following: 

. quarter to quarter variations in actual o r  anticipated financial results; 

. acquisitions or other significant corporate developments: 

. other announcements by N U 1  or NU1 Holding, their competitors or their 
customers; 

. government regulations; and 

industry developments. 

In addition, the stock market has experienced extreme price and volume 
fluctuations, which have affected the market price of many companies and which, 
at times, have been unrelated to the operating performance of the specific 
companies whose stock is traded. Broad market fluctuations, as well as economic 
conditions, both generally and in NUI's industries specifically, may adversely 
affect the market price of NU1 and N U 1  Holding common stock. 

A CAUTION ABOUT FORWARD-LOOKING INFORMATION 

This proxy statement/prospectus (including information incorporated by 
reference) contains forward-looking statements relating to t h e  financial 
condition, results of operations, plans, oblectives, future performance and 
business of NUI, NU1 Holding and Virginia Gas, as well as information relating 
to the merger, including, without limitation, statements preceded by, followed 
by or that include the words "believes," "expects," "anticipates," "estimates" 
o r  similar expressions. These forward-looking statements involve risks and 
uncertainties. Actual results may differ materially from those contemplated by 
such forward-looking statements due to, among others, the risks described in 
" R I S K  FACTORS," matters described in the documents incorporated by reference 
and the following factors: 

. governmental policies and regulatory actions including those of the 
Federal Energy Regulatory Commission, the Environmental Protection 
Agency, the Department of Energy, the S E C  and the Virginia State 
Corporation Commission; 

, legislative and regulatory initiatives that impact the speed and degree 
of industry restructuring of the electric utility and natural gas 
industries; 

. the ability of NU1 or NU1 Holding to obtain adequate and timely rate 
recovery of costs and return on invested capital, including potential 
stranded costs arisinq from industry restructuring and other necessary 
regulatory approvals; 

. general industry trends and the effects of vigorous competition from 
o t h e r  energy suppliers; 

. changes in the economy of geographic regions served by NUI, N U 1  Holding 
and Virginia Gas affecting customer g r o w t h  and usage; 

. customer business and economic conditions, including demand for their 
p r o d u c t s  or services and supply of labor and materials used in creating 
their products and services; 

2 

, weather conditions or catastrophic weather-related damage; 

. market demand for energy; 

. financial or regulatory accounting principles or policies enacted by the 
Financial Accounting Standards Board, the SEC, the Federal Energy 
Regulatory Commission and similar agencies with regulatory oversight; 

. employee workforce fac tors ,  including loss or retirement of key 
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executives, collective bargaining agreements with union employees or w o r k  
stoppages; and 

. technological developments resulting in competitive disadvantages and 
creating the potential f o r  impairment of existing assets. 

These factors are difficult to predict. They also contain uncertainties that 
may materially affect actual results and may be beyond the control of NUI, N U 1  
Holding or Virginia Gas. New factors may emerge from time to time and it is not 
possible for us to predict new factors, nor can we assess the effect of any new 
factors on either NUI, NU1 Holding or Virginia Gas.  

These forward-looking statements are found at various places throughout this 
proxy statement/prospectus and the other documents incorporated by reference in 
this proxy statement/prospectus. Readers are cautioned not to place undue 
certainty on these forward-looking statements, since any forward-looking 
statement speaks only as of the date on which the statement was made. Neither 
NUI, N U 1  Holding nor Virginia Gas undertakes any obligation to publicly release 
any revisions to these forward-looking statements to reflect events or 
circumstances after the date of this proxy statement/prospectus or to reflect 
the occurrence of unanticipated events. See "WHERE YOU CAN FIND MORE 
INFORMATION. " 

3 

THE ANNUAL MEETING 

This proxy statement/prospectus and the accompanying proxy are being 
furnished t o  Virginia Gas stockholders in connection with the solicitation of 
the enclosed proxy by management on behalf of the Virginia Gas board f o r  use at 
the Annual Meeting of Stockholders to be held on November 8, 2000, at 1 O : O O  
a.m., l o c a l  time, at Abingdon's Martha Washington Inn, 150 West Main Street, 
Abingdon, Virginia 24210. This proxy statement/prospectus and the accompanying 
proxy is being mailed to Virginia Gas stockholders on or about October 6, 2000. 

What is the purpose of the annual meeting? 

At Virginia Gas's annual meeting, stockholders will act upon the matters 
described in the accompanying notice of meeting. This includes the election of 
two directors and the approval and adoption of t h e  merger agreement among 
Vlrginia Gas, NU1 and NUI's subsidiary. In addition, Virginia Gas's management 
will report on the performance of Virginia Gas during fiscal 1999 and fiscal 
2000 to date and respond to questions from stockholders. 

Who is entitled to vote? 

Only stockholders of record at the close of business on the record date, 
September 29, 2000, are sntitled to receive notice of and to vote at the 
meeting, or any postponement or adjournment of the meeting. Each outstanding 
share of common stock entitles its holder to cast one vote on each matter to be 
voted upon. 

Who can attend the meeting? 

All stockholders as of the record date, or their duly appointed proxies, may 
attend the meeting. Cameras, recording devices and other electronic devices 
will not be permitted at the meeting. 

What constitutes a quorum? 

The presence at the meeting, in person or by proxy, of the holders of a 
majority o f  the shares of Virginia Gas common stock outstanding on the record 
date will constitute a quorum. A quorum is required for business to be 
conducted at the meeting. I €  you submit a properly executed proxy card, even if 
you abstain from voting, you will be considered part of the quorum. However, 
abstentions are not counted in the tally of votes FOR or AGAINST a proposal. A 
WITHHELD vote is the same as an abstention. 

How do 1 vote? 

Sign and date each proxy card you receive and return it in the enclosed 
prepaid return envelope. If the enclosed proxy is properly signed and returned 
to Virginia Gas, the shares represented thereby will be voted at the annual 
meeting in accordance with its terms. 

I f  you return your signed proxy card but do not mark the boxes showing how 
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you w i s h  t o  v o t e ,  y o u r  s h a r e s  w i l l  be v o t e d  FOR t h e  e l e c t i o n  of t h e  V i r q i n i a  
G a s  board n o m i n e e s  n a m e d  i n  t h e  proxy s t a t e m e n t  a n d  FOR a p p r o v a l  a n d  a d o p t i o n  
of  t h e  m e r g e r  a g r e e m e n t .  

C a n  I c h a n g e  m y  vo te  a f t e r  I r e t u r n  my proxy c a r d ?  

Yes. E v e n  a f t e r  y o u  h a v e  s u b m i t t e d  y o u r  p r o x y ,  y o u  may c h a n g e  y o u r  v o t e  a t  
a n y  t i m e  b e f o r e  t h e  p r o x y  i s  e x e r c i s e d  a t  t h e  m e e t i n g .  R e g a r d l e s s  o f  t h e  way i n  
w h i c h  y o u  s u b m i t t e d  y o u r  o r i g i n a l  p r o x y ,  y o u  may c h a n g e  i t  b y :  

. r e t u r n i n g  a la ter-dated s i g n e d  proxy ca rd ;  

. d e l i v e r i n g  a w r i t t e n  n o t i c e  o f  r e v o c a t i o n  t o  t h e  C o r p o r a t e  S e c r e t a r y  i n  
p e r s o n ,  a t  200 E a s t  M a i n  S t r e e t ,  A b i n g d o n ,  V i r g i n i a  2 4 2 1 0  o r  c / o  F i r s t  
U n i o n  N a t i o n a l  B a n k ,  1525 W e s t  W . T .  H a r r i s  B o u l e v a r d ,  3 C 3 ,  C h a r l o t t e ,  
N o r t h  C a r o l i n a  28288-1153; o r  

v o t i n g  i n  p e r s o n  a t  t h e  m e e t i n g .  

4 

What a re  t h e  V i r g i n i a  G a s  b o a r d ' s  r e c o m m e n d a t i o n s ?  

T h e  V i r g i n i a  G a s  b o a r d ' s  r e c o m m e n d a t i o n s  a r e  s e t  f o r t h  a f t e r  t h e  d e s c r i p t i o n  
of e a c h  i t e m  i n  t h i s  p r o x y  s t a t e m e n t / p r o s p e c t u s .  I n  s u m m a r y ,  t h e  V i r g i n i a  G a s  
board r e c o m m e n d s  a v o t e :  

. FOR a p p r o v a l  a n d  a d o p t i o n  o f  t h e  m e r g e r  a g r e e m e n t  (see P r o p o s a l  N o .  1 o n  
p a g e  6 ) ;  a n d  

. FOR e l e c t i o n  of t h e  n o m i n a t e d  d i rec tors  (see Proposal N o .  2 o n  p a g e  4 6 ) .  

U n l e s s  y o u  g i v e  o t h e r  i n s t r u c t i o n s  o n  y o u r  proxy card, t h e  p e r s o n s  n a m e d  a s  
p r o x y  h o l d e r s  o n  t h e  p r o x y  c a r d  w i l l  v o t e  i n  a c c o r d a n c e  w i t h  t h e  
r e c o m m e n d a t i o n s  o f  t h e  V i r g i n i a  G a s  board.  

W i t h  respect t o  a n y  o t h e r  m a t t e r  t h a t  p r o p e r l y  comes b e f o r e  t h e  m e e t i n g ,  t h e  
p r o x y  h o l d e r s  w i l l  v o t e  as r e c o m m e n d e d  by t h e  V i r g i n i a  G a s  board or ,  i f  n o  
r e c o m m e n d a t i o n  is g i v e n ,  i n  t h e i r  own d i s c r e t i o n .  

What v o t e  i s  r e q u i r e d  t o  a p p r o v e  e a c h  i t e m ?  

For P r o p o s a l s  No. 1 a n d  2 ,  t h e  a f f i r m a t i v e  v o t e  of t h e  h o l d e r s  of a m a j o r i t y  
of t h e  s h a r e s  o f  V i r g i n i a  G a s  common s t o c k  e n t i t l e d  t o  v o t e  o n  t h e  record d a t e  
is r e q u i r e d  f o r  a p p r o v a l .  A properly e x e c u t e d  proxy m a r k e d  "ABSTAIN" w i t h  
respect t o  a n y  i t e m  w i l l  n o t  be v o t e d ,  a l t h o u g h  i t  w i l l  be c o u n t e d  for p u r p o s e s  
of  d e t e r m i n i n g  w h e t h e r  t h e r e  i s  a q u o r u m .  A c c o r d i n g l y ,  a n  a b s t e n t i o n  w i l l  h a v e  
t h e  e f f e c t  of a n e g a t i v e  v o t e .  

I f  y o u  h o l d  y o u r  s h a r e s  i n  "street  name"  t h r o u g h  a b r o k e r  or o t h e r  n o m i n e e ,  
y o u r  broker or  n o m i n e e  w i l l  n o t  be p e r m i t t e d  t o  exercise  v o t i n g  d i s c r e t i o n  w i t h  
respect t o  t h e  proposal t o  a p p r o v e  a n d  a d o p t  t h e  merger a g r e e m e n t .  T h u s ,  i f  y o u  
do n o t  give your  b r o k e r  or n o m i n e e  s p e c i f i c  i n s t r u c t i o n s ,  y o u r  s h a r e s  w i l l  n o t  
be v o t e d  o n  P r o p o s a l  N o .  1 a n d  w i l l  n o t  be c o u n t e d  i n  d e t e r m i n i n g  t h e  n u m b e r  of 
s h a r e s  n e c e s s a r y  for a p p r o v a l  for t h a t  p roposa l .  S h a r e s  r e p r e s e n t e d  by s u c h  
" b r o k e r  n o n - v o t e s "  w i l l ,  h o w e v e r ,  be c o u n t e d  i n  d e t e r m i n i n g  w h e t h e r  t h e r e  i s  a 
q u o r u m .  

Who w i l l  c o u n t  t h e  v o t e ?  

A r e p r e s e n t a t i v e  of F i r s t  U n i o n ,  o u r  i n d e p e n d e n t  stock t r a n s f e r  a g e n t ,  w i l l  
c o u n t  t h e  v o t e s  a n d  act as t h e  i n s p e c t o r  of e l e c t i o n .  

What does  i t  m e a n  i f  I r e c e i v e  more t h a n  one p r o x y  c a r d ?  

I f  your s h a r e s  are  r e g i s t e r e d  d i f f e r e n t l y  a n d  a r e  i n  m o r e  t h a n  o n e  a c c o u n t ,  
y o u  m a y  receive m o r e  t h a n  o n e  p r o x y  card. T o  e n s u r e  t h a t  a l l  o f  y o u r  s h a r e s  a r e  
v o t e d ,  s i g n  a n d  r e t u r n  a l l  p r o x y  c a r d s .  W e  e n c o u r a g e  y o u  t o  h a v e  all a c c o u n t s  
r e g i s t e r e d  i n  t h e  s a m e  name a n d  address ( w h e n e v e r  p o s s i b l e ) .  You c a n  a c c o m p l i s h  
t h i s  by c o n t a c t i n g  o u r  t r a n s f e r  a g e n t ,  F i r s t  U n i o n ,  a t  ( 7 0 4 )  590-7382. 

How w i l l  v o t i n g  o n  a n y  o t h e r  b u s i n e s s  be c o n d u c t e d ?  

A l t h o u g h  we do n o t  know o f  a n y  b u s i n e s s  to be c o n s i d e r e d  a t  t h e  2 0 0 0  a n n u a l  
m e e t i n g  o t h e r  t h a n  t h e  proposals  described i n  t h i s  proxy s t a t e m e n t / p r o s p e c t u s ,  
i f  a n y  o t h e r  b u s i n e s s  i s  p r e s e n t e d  a t  t h e  a n n u a l  m e e t i n g ,  y o u r  proxy g i v e s  
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a u t h o r i t y  t o  t h e  p e r s o n s  n a m e d  a s  p r o x y  h o l d e r s  o n  t h e  proxy c a r d  t o  v o t e  o n  
s u c h  m a t t e r s  a t  t h e i r  d i s c r e t i o n .  

Who p a y s  f o r  t h i s  p r o x y  s o l i c i t a t i o n ?  

T h e  e x p e n s e  of  p r e p a r i n g ,  a s s e m b l i n g ,  p r i n t i n g  a n d  m a i l i n g  t h e  f o r m  of p r o x y  
a n d  t h i s  p r o x y  s t a t e m e n t / p r o s p e c t u s  w i l l  be s h a r e d  e q u a l l y  by V i r g i n i a  G a s  and  
N U I .  S u c h  e x p e n s e s  may a l s o  i n c l u d e  t h e  c h a r g e s  a n d  e x p e n s e s  o f  b a n k s ,  
b r o k e r a g e  h o u s e s  a n d  o t h e r  c u s t o d i a n s  o r  f i d u c i a r i e s  t o  t r a n s m i t  t h e  proxy 
m a t e r i a l  t o  t h e  b e n e f i c i a l  o w n e r s  o f  s h a r e s .  Some V i r g i n i a  Gas o f f i c e r s  a n d  
e m p l o y e e s  may sol ic i t  p r o x i e s  p e r s o n a l l y ,  by t e l e p h o n e  o r  by m a i l ,  a n d  w i l l  n o t  
b e  a d d i t i o n a l l y  c o m p e n s a t e d .  T h e  f i r m  of C o r p o r a t e  I n v e s t o r  C o m m u n i c a t i o n s ,  
I n c .  h a s  b e e n  r e t a i n e d  t o  assist i n  t h e  s o l i c i t a t i o n  of  p rox ie s  a t  a f e e  
e s t ima ted  n o t  t o  e x c e e d  $5 ,000 ,  p l u s  direct o u t - o f - p o c k e t  e x p e n s e s .  B r o k e r a g e  
h o u s e s ,  n o m i n e e s  a n d  f i d u c i a r i e s  h a v e  b e e n  r e q u e s t e d  t o  f o r w a r d  p r o x y  
s o l i c i t i n g  m a t e r i a l  t o  t h e  b e n e f i c i a l  o w n e r s  o f  t h e  s t o c k  h e l d  o f  record by 
t h e m ,  a n d  V i r g i n i a  G a s  w i l l  r e i m b u r s e  t h e m  f o r  t h e i r  c h a r g e s  a n d  e x p e n s e s .  

5 

PROPOSAL NO. 1: THE MERGER 

T h e  f o l l o w i n g  d e s c r i p t i o n  o f  t h e  m e r g e r  a n d  t h e  m e r g e r  a g r e e m e n t  does  n o t  
p u r p o r t  t o  be c o m p l e t e  a n d  1 s  q u a l i f i e d  i n  its e n t i r e t y  by r e f e r e n c e  t o  t h e  
f u l l  t e x t  of t h e  merger a g r e e m e n t ,  a copy o f  w h i c h  i s  i n c l u d e d  i n  t h i s  proxy 
s t a t e m e n t / p r o s p e c t u s  a s  A n n e x  A .  

D e s c r i p t i o n  of t h e  Merger 

Form of t h e  M e r g e r .  N U I ,  a w h o l l y - o w n e d  s u b s i d i a r y  o f  N U 1  a n d  V i r g i n i a  G a s  
h a v e  e n t e r e d  i n t o  a m e r g e r  a g r e e m e n t ,  w h i c h  p r o v i d e s  t h a t ,  i f  all t h e  
c o n d i t i o n s  se t  f o r t h  i n  t h e  m e r g e r  a g r e e m e n t  a re  s a t i s f i e d  o r  w a i v e d ,  t h e  NUX 
s u b s i d i a r y  w i l l  m e r g e  w i t h  a n d  i n t o  V i r g i n i a  G a s .  V i r g i n i a  G a s  w i l l  be t h e  
s u r v i v i n g  c o r p o r a t i o n  i n  t h e  m e r g e r .  I n  t h e  e v e n t  t h a t  t h e  N U 1  h o l d i n g  c o m p a n y  
r e o r g a n i z a t i o n  is  c o m p l e t e d  p r i o r  t o  t h e  c o m p l e t i o n  of t h e  m e r g e r ,  a n d  a t  N U J ' s  
e l e c t i o n ,  t h e  p a r t i e s  w i l l  a m e n d  t h e  m e r g e r  a g r e e m e n t  t o  p r o v i d e  f o r  t h e  m e r g e r  
of V i r g i n i a  G a s  w i t h  a n d  i n t o  a w h o l l y - o w n e d  NU1 H o l d i n g  s u b s i d i a r y ,  w i t h  t h e  
N U 1  H o l d i n g  s u b s i d i a r y  s u r v i v i n g  t h e  m e r g e r .  

C o n s i d e r a t i o n  t o  be R e c e i v e d  i n  t h e  Merger. On t h e  d a t e  t h e  m e r g e r  b e c o m e s  
e f f e c t i v e ,  e a c h  i s s u e d  a n d  o u t s t a n d i n g  s h a r e  of  V i r g i n i a  Gas common s t o c k  
( e x c l u d i n g  s h a r e s  o f  V i r g i n i a  G a s  common s t o c k  h e l d  by N U I )  w i l l  be c o n v e r t e d  
i n t o ,  a n d  b e c o m e  e x c h a n g e a b l e  f o r ,  s h a r e s  o f  N U 1  common s t o c k  h a v i n g  a m a r k e t  
v a l u e  o f  $ 4 . 0 0 .  S h a r e s  of V i r g i n i a  G a s  common s t o c k  h e l d  by N U 1  w i l l  be 
c a n c e l e d .  

T h e  n u m b e r  o f  s h a r e s  of  NU1 common s t o c k  t h a t  V i r g i n i a  G a s  s t o c k h o l d e r s  w i l l  
r e c e i v e  w i l l  be b a s e d  o n  t h e  a v e r a g e  t r a d i n g  price of N U 1  common s t o c k  d u r i n g  
t h e  20 t r a d i n g - d a y  pe r iod  e n d i n g  o n  t h e  s e v e n t h  t r a d i n g  day p r i o r  t o  t h e  
c l o s i n g  of t h e  merger. 

I n  t h e  e v e n t  t h a t  t h e  N U 1  h o l d i n g  c o m p a n y  r e o r g a n i z a t i o n  i s  c o m p l e t e d  p r i o r  
t o  t h e  e f f e c t i v e  t i m e  o f  t h e  m e r g e r ,  e a c h  i s s u e d  a n d  o u t s t a n d i n g  s h a r e  of  
V i r g i n i a  G a s  common s t o c k  ( e x c l u d i n g  s h a r e s  o f  V i r g i n i a  G a s  common stock h e l d  
by N U I )  w i l l  be c o n v e r t e d  i n t o ,  a n d  b e c o m e  e x c h a n g e a b l e  for, s h a r e s  of N U 1  
H o l d i n g  common s t o c k  h a v i n q  a m a r k e t  v a l u e  o f  $4 .00 .  T h e  n u m b e r  of s h a r e s  of 
N U 1  Holding common s t o c k  t o  be r e c e i v e d  i n  t h e  m e r g e r  w i l l  be c a l c u l a t e d  i n  t h e  
same m a n n e r  described a b o v e  u s i n g  t h e  price of N U 1  H o l d i n g  common s t o c k .  S e e  
"PENDING N U 1  HOLDING COMPANY REORGANIZATION." 

Upon t h e  c o n v e r s i o n  o f  t h e  s h a r e s  o f  V i r g i n i a  G a s  common s t o c k  p u r s u a n t  t o  
t h e  m e r g e r ,  n o  V i r g i n i a  G a s  common s t o c k  w i l l  be o u t s t a n d i n g  ( o t h e r  t h a n  s h a r e s  
h e l d  by N U I ) .  E a c h  c e r t i f i c a t e  r e p r e s e n t i n g  V i r g i n i a  G a s  common s t o c k  w i l l  
t h e r e a f t e r  r e p r e s e n t  o n l y  (1) t h e  r i g h t  t o  r e c e i v e ,  u p o n  s u r r e n d e r  o f  t h e  
c e r t i f i c a t e ,  t h e  m e r g e r  c o n s i d e r a t i o n  a n d  ( 2 )  w i t h  respect t o  NU1 common s t o c k  
t o  be i s s u e d  i n  e x c h a n g e  t h e r e f o r ,  t h e  r i g h t  ( a )  t o  r e c e i v e  a n y  d i v i d e n d s  or 
o t h e r  d i s t r i b u t i o n s ,  w i t h o u t  i n t e r e s t ,  w i t h  a record da te  a t  or a f t e r  t h e  d a t e  
t h e  m e r g e r  b e c o m e s  e f f e c t i v e  a n d  ( b )  t o  v o t e  a t  a n y  m e e t i n q  of N U 1  or N U 1  
H o l d i n g  s h a r e h o l d e r s  t h e  n u m b e r  of w h o l e  s h a r e s  of NUX o r  N U 1  H o l d i n g  common 
s t o c k  r e p r e s e n t e d  by t h e  c e r t i f i c a t e .  

B a c k g r o u n d  o f  t h e  Merger 

F r o m  1987  t o  1 9 9 2 ,  s u b s t a n t i a l l y  a l l  o f  V i r g i n i a  Gas's i n c o m e  w a s  d e r i v e d  
from e x p l o r a t i o n ,  d e v e l o p m e n t  a n d  p r o d u c t i o n  o f  n a t u r a l  g a s  a n d  f r o m  fees 
d e r i v e d  f r o m  m a n a g i n g  n a t u r a l  g a s  w e l l s .  F r o m  1 9 9 3  t o  1996,  V i r g i n i a  G a s ' s  
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i n c o m e  i n c r e a s e d  p r i m a r i l y  a s  a r e s u l t  o f  t h e  e x p a n s i o n  o f  i t s  n a t u r a l  g a s  
s t o r a g e  o p e r a t i o n s .  I n  1 9 9 6  a n d  1 9 9 7 ,  V i r g i n i a  G a s  i n i t i a t e d  i t s  p r o p a n e  
d i s t r i b u t i o n  a n d  g a s  m a r k e t i n g  o p e r a t i o n s .  V i r g i n i a  G a s ' s  p r o p a n e  d i s t r i b u t i o n  
o p e r a t i o n s  h a v e  g r o w n  s t e a d i l y  s i n c e  t h e n .  I n  1998,  V i r g i n i a  G a s  c o m p l e t e d  
c o n s t r u c t i o n  of 35 m i l e s  o f  p i p e l i n e  a n d  b e g a n  s e r v i n g  a l o c a l  d i s t r i b u t i o n  
c o m p a n y  w i t h  t r a n s m i s s i o n  s e r v i c e s  a t  t w o  d e l i v e r y  p o i n t s .  

D u r i n g  1 9 9 8 ,  V i r g i n i a  G a s ' s  b u s i n e s s  h i s t o r y ,  a s  w e l l  as i n d u s t r y  
d e v e l o p m e n t s  r e l a t i n g  t o  d e r e g u l a t i o n  a n d  i n c r e a s e d  d e m a n d  f o r  e n e r g y  s e r v i c e s ,  
l e d  i t  t o  c o n c l u d e  t h a t  s u b s t a n t i a l  o p p o r t u n i t y  e x i s t e d  i f  V i r g i n i a  G a s  c o u l d  
e x p a n d  i n t o  new m a r k e t s  a n d  be t te r  d e v e l o p  i t s  c u r r e n t  m a r k e t s .  V i r g i n i a  G a s  
b e g a n  p o s i t i o n i n g  i t s e l f  f o r  
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e x p a n s i o n  o f  i t s  p i p e l i n e  a n d  s t o r a g e  assets, i n c l u d i n g  p o s s i b l e  s i g n i f i c a n t  
e x t e n s i o n  o f  i t s  p i p e l i n e  i n t o  e a s t e r n  V i r g i n i a .  T h e s e  a c t i v i t i e s  i n c l u d e d  
e x p l o r i n g  s o u r c e s  o f  a d d i t i o n a l  e x t e r n a l  c a p i t a l  f o r  t h e  p i p e l i n e  e x t e n s i o n  a n d  
re la ted  gas s to rage  e x p a n s i o n .  

I n  m i d - 1 9 9 8 ,  V i r g i n i a  G a s  r e t a i n e d  CIBC World M a r k e t s  C o r p .  t o  assist i t  i n  
c o n n e c t i o n  w i t h  t h e s e  i n i t i a t i v e s .  T h e s e  e f f o r t s  w e r e  n o t  s u c c e s s f u l  a n d  i n  t h e  
f a l l  of 1 9 9 8 ,  t h e  V i r g i n i a  G a s  board d e t e r m i n e d  t o  f o c u s  o n  a less e x t e n s i v e  
p r o j e c t ,  t h a t  i s ,  t h e  e x t e n s i o n  of i t s  p i p e l i n e  t o  R o a n o k e ,  V i r g i n i a ,  a n d  
r e l a t e d  s t o r a g e  c a p a c i t y  e x p a n s i o n  a t  S a l t v i l l e ,  V i r g i n i a .  

I n  t h e  s p r i n g  o f  1999,  V i r g i n i a  G a s  r e t a i n e d  W a c h o v i a  S e c u r i t i e s ,  I n c .  t o  
assist w i t h  t h e  d e v e l o p m e n t  o f  a d d i t i o n a l  f i n a n c i n g  s o u r c e s  f o r  t h e  R o a n o k e  
e x p a n s i o n  ( o t h e r  t h a n  t h r o u g h  a p u b l i c  o f f e r i n g  of e q u i t y  s e c u r i t i e s ,  w h i c h  t h e  
V i r g i n i a  G a s  b o a r d  h a d  d e t e r m i n e d  w o u l d  n o t  be t i m e l y ) .  W a c h o v i a  S e c u r i t i e s  
a s s i s t e d  V i r g i n i a  G a s  i n  p r e p a r i n g  a n  o f f e r i n g  memorandum for p o t e n t i a l  
f i n a n c i n g  s o u r c e s  a n d  f a c i l i t a t e d  a r o a d - s h o w  f o r  p o t e n t i a l  i n v e s t o r s  i n  t h e  
s u m m e r  of 1 9 9 9 .  T h e s e  e f f o r t s  w e r e  also u n s u c c e s s f u l .  

M e a n w h i l e ,  i n  J u n e  1 9 9 9 ,  V i r g i n i a  G a s  r e - e n g a g e d  C I B C  t o  assist V i r g i n i a  G a s  
i n  d e v e l o p i n g  s t r a t e g i c  a l t e r n a t i v e s .  A t  a p p r o x i m a t e l y  t h e  same t i m e ,  V i r g i n i a  
G a s  r e c e i v e d  a n  u n s o l i c i t e d  i n q u i r y  f r o m  a p u b l i c l y - h e l d  e n e r g y  c o m p a n y  t h a t  
i n d i c a t e d  a p o s s i b l e  i n t e r e s t  i n  a c q u i r i n g  V i r g i n i a  G a s .  H o w e v e r ,  f o l l o w i n g  d u e  
d i l i g e n c e ,  t h i s  c o m p a n y  d e c l i n e d  t o  m a k e  a n  o f f e r .  I n  c o n n e c t i o n  w i t h  
i d e n t i f y i n g  p o s s i b l e  t r a n s a c t i o n s  f o r  t h e  s a l e  of  V i r g i n i a  G a s  o r  i t s  asse ts ,  
CIBC i d e n t i f i e d  a n d  c o n t a c t e d  1 6 6  p r o s p e c t i v e  b idde r s  b e t w e e n  A u g u s t  1 9 9 9  a n d  
F e b r u a r y  2000.  C I B C  r e c e i v e d  2 3  e x e c u t e d  c o n f i d e n t i a l i t y  a g r e e m e n t s  f r o m  
p r o s p e c t i v e  b idde r s .  E a c h  of t h e  p r o s p e c t i v e  b i d d e r s  t h a t  e x e c u t e d  a 
c o n f i d e n t i a l i t y  a g r e e m e n t  w a s  p r o v i d e d  a C o n f i d e n t i a l  I n f o r m a t i o n  Memorandum 
t h a t  p r e s e n t e d  a n  o v e r v i e w  o f  V i r g i n i a  G a s ' s  f i n a n c i a l  a n d  o p e r a t i n g  
p e r f o r m a n c e .  CIBC r e c e i v e d  and f o r w a r d e d  t o  V i r g i n i a  G a s  i n d i c a t i o n s  o f  
i n t e re s t  f r o m  n i n e  p r o s p e c t i v e  b idde r s  t h a t  t o o k  s e v e r a l  f o r m s ,  i n c l u d i n g  ( 1 )  
t h e  sale of a l l  o f  V i r g i n i a  G a s ' s  o u t s t a n d i n g  common s t o c k ,  (2) t h e  s a l e  of  a l l  
of V i r g i n i a  G a s ' s  a s s e t s  a n d  ( 3 )  t h e  sa le  o f  a p o r t i o n  o f  V i r g i n i a  G a s ' s  
assets.  

A t  t h e  r e g u l a r  m e e t i n g  of t h e  V i r g i n i a  G a s  board h e l d  o n  N o v e m b e r  3, 1 9 9 9 ,  
CIBC m a d e  a p r e s e n t a t i o n  t o  V i r g i n i a  G a s ' s  d i rec tors  o n  t h e  c o n t i n u e d  s t r a t e g i c  
o p t i o n s  a v a i l a b l e  t o  V i r g i n i a  G a s .  A t  t h a t  t i m e ,  t h e  V i r g i n i a  G a s  b o a r d  
d e t e r m i n e d  t h a t  n o n e  of t h e  i n d i c a t i o n s  o f  i n t e r e s t  t h a t  h a d  b e e n  r e c e i v e d  t o  
d a t e  r e p r e s e n t e d  s u f f i c i e n t  v a l u e .  I n  p a r t i c u l a r ,  n o n e  of t h e s e  i n d i c a t i o n s  o f  
i n t e r e s t  e x c e e d e d  t h e  t h e n - c u r r e n t  m a r k e t  v a l u e  of t h e  V i r g i n i a  G a s  common 
s t o c k .  T h e  V i r g i n i a  G a s  b o a r d  w a s  a d v i s e d  a t  t h i s  m e e t i n g  t h a t  a V i r g i n i a  G a s  
m a n a g e m e n t  g r o u p  m a y  h a v e  b e e n  i n t e r e s t e d  i n  m a k i n g  a proposal € o r  t h e  p u r c h a s e  
of V i r g i n i a  G a s .  C o n s e q u e n t l y ,  t h e  V i r g i n i a  G a s  board f o r m e d  a special  
c o m m i t t e e  t o  w o r k  w i t h  CIBC f o r  f u r t h e r  c o n s i d e r a t i o n  o f  V i r g i n i a  G a s ' s  
s t r a t e g i c  a l t e r n a t i v e s .  

On December 6 ,  1 9 9 9 ,  a m a n a g e m e n t  g r o u p  p r e s e n t e d  a p r e l i m i n a r y ,  n o n - b i n d i n g  
i n d i c a t i o n  of i n t e r e s t  t o  t h e  V i r g i n i a  G a s  board f o r  c o n s i d e r a t i o n .  U n d e r  t h e  
m a n a g e m e n t  g r o u p  p roposa l ,  e a c h  V i r g i n i a  G a s  s t o c k h o l d e r ,  o t h e r  t h a n  m e m b e r s  o f  
t h e  m a n a g e m e n t  g r o u p  a n d  c e r t a i n  o t h e r  s t o c k h o l d e r s  t h a t  i n d i c a t e d  a n  i n t e r e s t  
i n  j o i n i n g  t h e  g r o u p ,  w o u l d  b e  o f f e r e d  $ 4 . 0 0  ~n c a s h  f o r  e a c h  share  o f  V i r g i n i a  
G a s  common s t o c k  t h a t  t h e y  o w n e d .  T h i s  a m o u n t  r e p r e s e n t e d  a 33 p e r c e n t  p r e m i u m  
t o  t h e  c l o s i n g  price of V i r g i n i a  G a s ' s  common s t o c k  o n  t h e  day t h e  proposal w a s  
made. 

T h e  m a n a g e m e n t  g r o u p  proposal w a s  s u b j e c t  t o  a n u m b e r  of c o n d i t i o n s ,  
i n c l u d i n g  o b t a i n i n g  acceptable  f i n a n c i n g .  I n  F e b r u a r y  2000, t h e  V i r g i n i a  G a s  
board p r o v i d e d  t h e  m a n a g e m e n t  g r o u p  u n t i l  m i d - M a r c h  2000 t o  o b t a i n  a f i n a n c i n g  
c o m m i t m e n t  a n d  s u b m i t  a d r a f t  d e f i n i t i v e  a g r e e m e n t .  The m a n a q e m e n t  g r o u p  w a s  
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u n s u c c e s s f u l  i n  o b t a i n i n g  a f i n a n c i n g  c o m m i t m e n t  i n  t h i s  t i m e  f r a m e .  
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S i n c e  n o  f i r m  i n t e r i m  o r  l o n g - t e r m  f i n a n c i n g  h a d  b e e n  located f o r  V i r g i n i a  
G a s ' s  e x p a n s i o n  p ro jec ts  a n d  i t  w a s  a n t i c i p a t e d  t h a t  a p p r o x i m a t e l y  $ 6  m i l l i o n  
i n  debt n e e d e d  t o  be repa id  by J u l y  1, 2 0 0 0 ,  o n  F e b r u a r y  22, 2 0 0 0 ,  t h e  V i r g i n i a  
G a s  b o a r d  d e t e r m i n e d  t h a t  V i r g i n i a  G a s  s h o u l d  i n v e s t i g a t e  t h e  p o t e n t i a l  s a l e  o f  
i t s  p r o p a n e ,  n a t u r a l  gas e x p l o r a t i o n  a n d  d i s t r i b u t i o n  o p e r a t i o n s .  Any s a l e  of  
t h e s e  o p e r a t i o n s  r e q u i r e d  a p p r o v a l s  f r o m  
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V i r g i n i a  G a s ' s  s e n i o r  l e n d e r s  a n d  t h e  50 p e r c e n t  s t o c k h o l d e r  o f  t h e  
d i s t r i b u t i o n  e n t i t y .  E f f o r t s  w e r e  m a d e  by m a n a g e m e n t  a n d  CIBC t o  loca te  
p o t e n t i a l  p u r c h a s e r s  f o r  t h e s e  s p e c i f i c  o p e r a t i o n s .  

Nul's c o r p o r a t e  d e v e l o p m e n t  program h a s  i n c l u d e d  a n  o n g o i n g  r e l a t i o n s h i p  
w i t h  t h e  i n v e s t m e n t  b a n k i n g  f i r m  o f  B e r e n s o n ,  M i n e l l a  6! C o .  I n  e a r l y  F e b r u a r y  
2 0 0 0 ,  B e r e n s o n  w a s  n o t i f i e d  by CIBC t h a t  V i r g i n i a  G a s  w a s  s e e k i n g  p r o s p e c t i v e  
p u r c h a s e r s  f o r  s o m e  o r  a l l  of V i r g i n i a  Gas's o p e r a t i o n s .  B e r e n s o n  i n f o r m e d  N U 1  
m a n a g e m e n t  of t h i s  c o n t a c t  by CIBC,  a n d  NU1 m a n a g e m e n t  r e q u e s t e d  B e r e n s o n  t o  
i n f o r m  C I B C  o f  N U I ' s  i n t e r e s t  i n  V i r g i n i a  G a s .  A s  a r e s u l t  o f  t h e s e  c o n t a c t s ,  
i n  m i d - F e b r u a r y  2 0 0 0 ,  N U 1  e x e c u t e d  a c o n f i d e n t i a l i t y  a g r e e m e n t  w i t h  V i r g i n i a  
G a s  a n d  c o m m e n c e d  a p r e l i m i n a r y  r e v i e w  o f  d u e  d i l i g e n c e  m a t e r i a l s  p r o v i d e d  by 
CIBC.  I n  a d d i t i o n  t o  r e v i e w i n g  t h e s e  d u e  d i l i g e n c e  ma te r i a l s ,  N U 1  m a n a g e m e n t ,  
as w e l l  a s  B e r e n s o n ,  h e l d  d i s c u s s i o n s  w i t h  m a n a g e m e n t  r e p r e s e n t a t i v e s  o f  
V i r g i n i a  Gas r e g a r d i n g  i t s  o p e r a t i o n s .  On M a r c h  13, 2000,  N U 1  s u b m i t t e d  a 
p r e l i m i n a r y ,  n o n - b i n d i n g  i n d i c a t i o n  of i n t e re s t  t o  t h e  V i r g i n i a  G a s  B o a r d  w i t h  
a v a l u e  i n  t h e  r a n g e  of  $3 .25-$3 .75  per s h a r e  o f  V i r g i n i a  G a s  common s t o c k .  

By l e t t e r s  dated M a r c h  1 5 ,  2 0 ,  a n d  2 2 ,  2 0 0 0 ,  a n o t h e r  p u b l i c l y - h e l d  e n e r g y  
c o m p a n y  s u b m i t t e d  a series o f  p r e l i m i n a r y ,  n o n - b i n d i n g  i n d i c a t i o n s  of i n t e r e s t  
f o r  t h e  a c q u i s i t i o n  of V i r g i n i a  G a s ' s  E a r l y  G r o v e  a n d  S a l t v i l l e  g a s  s torage 
f i e l d s  a n d  V i r g i n i a  G a s ' s  35 m i l e  i n t r a s t a t e  p i p e l i n e  system, s u b j e c t  t o  
c e r t a i n  t e r m s  a n d  c o n d i t i o n s .  T h e  f i n a l  proposal f o r  t h e s e  asse ts ,  made o n  
M a r c h  2 2 ,  2000, was $52  m i l l i o n  p re - t ax  ( c o n s i s t i n g  o f  t h e  a s s u m p t i o n  of  
a p p r o x i m a t e l y  $31 m i l l i o n  i n  l o n g  term-debt, w i t h  t h e  r e m a i n d e r  payable t o  
V i r g i n i a  G a s  i n  c a s h ) .  T h e  proposal w a s  c o n t i n g e n t ,  a m o n g  o t h e r  t h i n g s ,  u p o n  
V i r g i n i a  G a s ' s  a c q u i s i t i o n ,  a t  i t s  own e x p e n s e ,  of t h e  50 p e r c e n t  i n t e r e s t  i n  
t h e  s t o r a g e  c o m p a n y  t h a t  i t  d i d  n o t  own a n d  V i r g i n i a  G a s ' s  a g r e e m e n t  t o  dea l  
e x c l u s i v e l y  w i t h  t h e  b idder  r e g a r d i n g  t h e  s a l e  of t h e  asse ts  u n t i l  A p r i l  1 7 ,  
2 0 0 0 .  

On M a r c h  2 4 ,  2 0 0 0 ,  N U 1  m o d i f i e d  i t s  n o n - b i n d i n g  proposal t o  a c q u i r e  V i r g i n i a  
G a s  i n  a t r a n s a c t i o n  i n  w h i c h  V i r g i n i a  G a s  s t o c k h o l d e r s  w o u l d  r e c e i v e  $ 4 . 0 0  of 
v a l u e  f o r  e a c h  V i r g i n i a  Gas common s h a r e  t h a t  t h e y  o w n e d .  R e p r e s e n t a t i v e s  o f  
N U 1  i n d i c a t e d  t h e i r  w i l l i n g n e s s  t o  s t r u c t u r e  t h e  t r a n s a c t i o n  as  a s t o c k - f o r -  
s t o c k  e x c h a n g e  o r  o f f e r  V i r g i n i a  G a s  s t o c k h o l d e r s  a c o m b i n a t i o n  o f  b o t h  c a s h  
a n d  s t o c k .  N U I ' s  proposal w a s  c o n t i n g e n t  u p o n  t h e  s u c c e s s f u l  r e n e g o t i a t i o n  o f  
t h e  e m p l o y m e n t  a g r e e m e n t  w i t h  M i c h a e l  L .  E d w a r d s ,  V i r g i n i a  G a s ' s  P r e s i d e n t  a n d  
C h i e f  E x e c u t i v e  O f f i c e r ,  a n d  f a v o r a b l e  r e s u l t s  of a d u e  d i l i g e n c e  
i n v e s t i g a t i o n .  

On M a r c h  2 4 ,  2000, V i r g i n i a  G a s  l e a r n e d  t h r o u g h  C I B C  t h a t  a n o t h e r  p u b l i c l y  
h e l d  e n e r g y  c o m p a n y  h a d  i n d i c a t e d  a n  i n t e r e s t  i n  p u r c h a s i n g  V i r g i n i a  G a s  i n  a 
t r a n s a c t i o n  i n  w h i c h  V i r g i n i a  G a s  s t o c k h o l d e r s  w o u l d  r e c e i v e  $ 3 . 2 5  o f  v a l u e  f o r  
e a c h  V i r g i n i a  G a s  common s h a r e  t h a t  t h e y  o w n e d .  C o n s i d e r a t i o n  w o u l d  be i n  t h e  
form of t h e  o t h e r  c o m p a n y ' s  s t o c k  o r  c a s h  o r  a c o m b i n a t i o n  of c a s h  a n d  s t o c k .  
T h i s  p r o p o s a l  was n e v e r  c o n f i r m e d  i n  w r i t i n g .  

T h e  V i r g i n i a  G a s  board d e t e r m i n e d  o n  M a r c h  2 8 ,  2000, t h a t  t h e  best i n t e r e s t s  
of V i r g i n i a  Gas a n d  i t s  s t o c k h o l d e r s  w o u l d  be s e r v e d  by p u r s u i n g  t h e  M a r c h  2 4 ,  
2 0 0 0 ,  NU1 n o n - b i n d i n g  proposal t o  p u r c h a s e  a l l  o f  V i r g i n i a  G a s ' s  o u t s t a n d i n g  
common s t o c k .  B e f o r e  d e c i d i n g  t o  proceed w i t h  n e g o t i a t i o n s  w i t h  NUI, t h e  
V i r g i n i a  G a s  board c o n s i d e r e d ,  o n  a f u l l y  i n f o r m e d  bas i s ,  t h e  l i k e l y  
c o n s e q u e n c e s  of V i r g i n i a  G a s  c o n t i n u i n g  t o  ope ra t e  as a n  i n d e p e n d e n t  e n t i t y  a n d  
all i n d i c a t i o n s  of i n t e r e s t  t h a t  i t  h a d  r e c e i v e d  r e g a r d i n g  t h e  a c q u i s i t i o n  o f  
t h e  s t o c k  or asse ts  o f  V i r g i n i a  G a s  o r  i t s  a f f i l i a t e s .  T h e  V i r g i n i a  G a s  board 
also o b t a i n e d  a n  i n d e p e n d e n t  p r e l i m i n a r y  f i n a n c i a l  a n d  t a x  a n a l y s i s  of t h e  
p r o p o s e d  t r a n s a c t i o n s .  T h e  V i r g i n i a  G a s  board b e l i e v e d  t h e  N U 1  proposal w a s  
s u p e r i o r  t o  a l l  o t h e r  a l t e r n a t i v e s  f o r  s e v e r a l  r e a s o n s .  A g r e a t  d e a l  of  
u n c e r t a i n t y  s u r r o u n d e d  V i r g i n i a  Gas c o n t i n u i n g  t o  ope ra t e  i n d e p e n d e n t l y .  N o  
f i n a n c i n g  h a d  b e e n  o b t a i n e d  f o r  t h e  m a n a g e m e n t  b u y o u t  p roposa l .  T h e  $ 3 . 2 5  
p r o p o s a l  h a d  n o t  b e e n  c o n f i r m e d  a n d  w a s  a t  a l o w e r  p r i c e  per s h a r e  t h a n  t h e  N U 1  
p r o p o s a l .  F i n a l l y ,  t h e  N U 1  proposal  appeared s u p e r i o r  to t h e  proposal  t o  
p u r c h a s e  s o l e l y  t h e  s t o r a g e  a n d  p i p e l i n e  assets b e c a u s e  t h e  asset p u r c h a s e  
p r o p o s a l  (1) r e q u i r e d  V i r g i n i a  G a s  t o  c o n t i n u e  t o  opera te  a n d  u l t i m a t e l y  t o  
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l i q u i d a t e  i t s  o t h e r  assets  w i t h  n o  c e r t a i n t y  as t o  price or  t i m i n g ,  ( 2 )  
r e q u i r e d  t h e  p u r c h a s e  of t h e  50 p e r c e n t  i n t e r e s t  i n  t h e  s t o r a g e  c o m p a n y  w i t h  n o  
c e r t a i n t y  a s  t o  price or t i m i n g ,  ( 3 )  r e q u i r e d  t h e  p a y m e n t  of t a x e s  a t  t h e  
c o r p o r a t e  l e v e l  a s  w e l l  

8 

a s  t h e  s t o c k h o l d e r  l e v e l ,  ( 4 )  r e q u i r e d  e x c l u s i v e  n e g o t i a t i o n s  w i t h  t h e  b i d d e r  
a n d  ( 5 )  d e l i v e r e d  less e c o n o m i c  v a l u e  t o  V i r g i n i a  G a s  s t o c k h o l d e r s  t h a n  t h e  N U 1  
p r o p o s a l ,  u n d e r  a bes t  case a n a l y s i s .  

V i r g i n i a  G a s  a p p o i n t e d  a special  n e g o t i a t i o n  c o m m i t t e e  f o r  t h e  p u r p o s e  o f  
c o n d u c t i n g  g o o d  f a i t h  d i s c u s s i o n s  w i t h  NU1 i n  a n  a t t e m p t  t o  r e a c h  a d e f i n i t i v e  
a g r e e m e n t  for t h e  s a l e  of a l l  o u t s t a n d i n g  s h a r e s  o f  V i r g i n i a  G a s  common s t o c k  
t o  N U I .  T h e  special  n e g o t i a t i o n  c o m m i t t e e  w a s  c o m p r i s e d  o f  r e p r e s e n t a t i v e s  from 
CIBC, V i r g i n i a  G a s ' s  l e g a l  a d v i s o r s  a n d  V i r g i n i a  G a s ' s  m a n a g e m e n t  t e a m .  

N e g o t i a t i o n s  r e l a t i n g  t o  t h e  proposed t r a n s a c t i o n  w i t h  N U 1  c o n t i n u e d  d u r i n g  
Apri l  a n d  early May 2000. N U 1  n e g o t i a t e d  d i r e c t l y  w i t h  M r .  E d w a r d s  r e g a r d i n g  
h i s  e m p l o y m e n t  c o n t r a c t  a n d ,  w h i l e  n o t  a c o n d i t i o n  t o  i t s  p roposa l ,  N U 1  a l s o  
d i s c u s s e d  t h e  p u r c h a s e  of t h e  50 p e r c e n t  i n t e r e s t s  n o t  o w n e d  by V i r g i n i a  G a s  i n  
t h e  d i s t r i b u t i o n  a n d  s t o r a g e  c o m p a n i e s  w i t h  t h e  o w n e r  of  t h o s e  i n t e r e s t s .  

On A p r i l  2 8 ,  2000, N U I ' s  l e g a l  a d v i s o r s  p r o v i d e d  a n  i n i t i a l  d r a f t  o f  t h e  
m e r g e r  a g r e e m e n t  t o  V i r g i n i a  G a s  a n d  i t s  l e g a l  a n d  f i n a n c i a l  a d v i s o r s .  On May 
16 ,  2000, CIBC r e p o r t e d  t o  t h e  V i r g i n i a  G a s  board t h a t  b o t h  m a n a g e m e n t  a n d  
c o u n s e l  f o r  V i r g i n i a  Gas h a d  p r o v i d e d  c o m m e n t s  o n  t h e  d r a f t  merger a g r e e m e n t  
a n d  t h a t  CIBC a n t i c i p a t e d  a r e s p o n s e  f r o m  N U 1  i n  t h e  n e a r  f u t u r e .  An a g r e e m e n t  
h a d  b e e n  r e a c h e d  by N U 1  w i t h  M r .  E d w a r d s  c o n c e r n i n g  h i s  e m p l o y m e n t  c o n t r a c t ,  
b u t  n o  a g r e e m e n t  w a s  r e a c h e d  by N U 1  t o  p u r c h a s e  t h e  50 p e r c e n t  i n t e r e s t s  n o t  
o w n e d  by V i r g i n i a  G a s  i n  t h e  d i s t r i b u t i o n  a n d  s t o r a g e  c o m p a n i e s .  

On May 2 2 ,  2000, V i r g i n i a  Gas ' s  l e g a l  a d v i s o r s  m e t  w i t h  a r e p r e s e n t a t i v e  o f  
N U 1  a n d  N U I ' s  l e g a l  a d v i s o r s  t o  n e g o t i a t e  t h e  t e r m s  o f  t h e  m e r g e r  a g r e e m e n t ,  
i n c l u d i n g  t h e  scope of  r e p r e s e n t a t i o n s  a n d  w a r r a n t i e s ,  t h e  c o n d i t i o n s  t o  
c l o s i n g ,  t h e  t r e a t m e n t  of o u t s t a n d i n g  V i r g i n i a  G a s  s t o c k  o p t i o n s  i n  t h e  
t r a n s a c t i o n ,  e v e n t s  p e r m i t t i n g  e i t h e r  p a r t y  t o  t e r m i n a t e  t h e  t r a n s a c t i o n ,  t h e  
c i r c u m s t a n c e s  u n d e r  w h i c h  t h e  p a r t i e s  w o u l d  be r e q u i r e d  t o  pay a t e r m i n a t i o n  
f e e  a n d  t h e  s i z e  o f  s u c h  f e e .  

From J u n e  1 t h r o u g h  J u n e  1 2 ,  2000, r e p r e s e n t a t i v e s  o f  V i r g i n i a  G a s  a n d  i t s  
l e g a l  a d v i s o r s  h a d  a series of t e l e p h o n e  c o n v e r s a t i o n s  w i t h  r e p r e s e n t a t i v e s  of  
NU1 a n d  i t s  l e g a l  a d v i s o r s  c o n c e r n i n g  c e r t a i n  u n r e s o l v e d  i s s u e s  related t o  t h e  
d r a f t  m e r g e r  a g r e e m e n t .  C e r t a i n  of t h o s e  i s s u e s  w e r e  r e s o l v e d  by J u n e  1 2 ,  2000,  
w h i l e  n e g o t i a t i o n s  r e l a t e d  t o  o t h e r  i s s u e s ,  p r i m a r i l y  r e l a t i n g  t o  t h e  t e r m s  of 
a n y  i n t e r i m  f i n a n c i n g ,  t h e  s t a t u s  o f  t h e  a g r e e m e n t  f o r  t h e  e x p a n s i o n  o f  t h e  
S a l t v i l l e  f a c i l i t y  a n d  c e r t a i n  e n v i r o n m e n t a l  m a t t e r s ,  c o n t i n u e d  t h r o u g h  
e x e c u t i o n  o f  t h e  m e r g e r  a g r e e m e n t .  

On J u n e  13,  2000, t h e  V i r g i n i a  G a s  board c o n v e n e d  t o  d i s c u s s  a n d  f u r t h e r  
e v a l u a t e  t h e  N U 1  o f f e r  and t h e  proposed d e f i n i t i v e  m e r g e r  a g r e e m e n t .  A f t e r  
c o n s i d e r i n g  d e t a i l e d  r e p o r t s  f r o m  V i r g i n i a  G a s ' s  m a n a g e m e n t  a n d  l e g a l  a d v i s o r s ,  
a n d  f o l l o w i n g  t h e  receipt of t h e  o p i n i o n  of  CIBC t h a t  t h e  N U 1  m e r g e r  proposal  
w a s  f a i r  t o  V i r g i n i a  G a s ' s  s t o c k h o l d e r s  from a f i n a n c i a l  p o i n t  o f  v i e w ,  a n d  
a f t e r  t h o r o u g h l y  r e v i e w i n g  t h e  p r o p o s e d  merger a g r e e m e n t  b e t w e e n  V i r g i n i a  Gas 
a n d  N U I ,  t h e  V i r g i n i a  G a s  board v o t e d  u n a n i m o u s l y  t o  e n t e r  i n t o  t h e  m e r g e r  
a g r e e m e n t  a n d  t o  r e c o m m e n d  t h a t  V i r g i n i a  G a s ' s  s t o c k h o l d e r s  v o t e  t o  a p p r o v e  a n d  
a d o p t  t h e  m e r g e r  a g r e e m e n t .  

L a t e  i n  t h e  e v e n i n g  o n  J u n e  13 ,  2000, t h e  a g r e e m e n t  f o r  t h e  e x p a n s i o n  of t h e  
S a l t v i l l e  f a c i l i t y  w a s  s i g n e d  and N U 1  a n d  V i r g i n i a  G a s  e n t e r e d  i n t o  t h e  m e r g e r  
a g r e e m e n t .  On J u n e  1 4 ,  2000, N U 1  a n d  V i r q i n i a  G a s  p u b l i c l y  a n n o u n c e d  t h a t  t h e y  
h a d  e n t e r e d  i n t o  a d e f i n i t i v e  merger a g r e e m e n t  p r o v i d i n g  f o r  t h e  m e r g e r  o f  a 
w h o l l y - o w n e d  N U 1  s u b s i d i a r y  i n t o  V i r g i n i a  G a s .  

R e a s o n s  o f  V i r g i n i a  G a s  f o r  t h e  M e r g e r  

A t  i t s  m e e t i n g  o n  J u n e  13, 2000, t h e  V i r g i n i a  G a s  board v o t e d  u n a n i m o u s l y  t o  
e n t e r  i n t o  t h e  m e r g e r  a g r e e m e n t  a n d  t o  r e c o m m e n d  t o  V i r g i n i a  G a s ' s  s t o c k h o l d e r s  
t o  v o t e  t o  a p p r o v e  a n d  adopt t h e  m e r g e r  
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a g r e e m e n t .  T h e  V i r g i n i a  G a s  b o a r d  made i t s  d e t e r m i n a t i o n  a f t e r  c a r e f u l  
c o n s i d e r a t i o n  o f ,  a n d  b a s e d  o n ,  a n u m b e r  o f  f a c t o r s ,  i n c l u d i n g  t h e  f o l l o w i n g  
m a t e r i a l  f a c t o r s :  

V i r g i n i a  Gas's b e l i e f  t h a t  t h e  m e r g e r  w i l l :  

-- p r o v i d e  access t o  t h e  c a p i t a l  n e e d e d  t o  c o m p l e t e  p i p e l i n e  a n d  s t o r a g e  
e x p a n s i o n  d e e m e d  n e c e s s a r y  by t h e  V i r g i n i a  G a s  board for s e r v i n g  t h e  
best i n t e r e s t s  o f  V i r g i n i a  G a s  a n d  i t s  s t o c k h o l d e r s :  

-- p r o v i d e  t h e  c a p i t a l  n e e d e d  t o  c o m p l y  w i t h  i t s  f i n a n c i a l  c o v e n a n t s  
a n d / o r  r e f i n a n c e  e x i s t i n g  V i r g i n i a  Gas i n d e b t e d n e s s ;  

-- e n a b l e  t h e  c o m b i n e d  c o m p a n y  t o  p r o v i d e  b e t t e r  s e r v i c e  t o  V i r g i n i a  
G a s ' s  c u s t o m e r s ;  

-- p r o v i d e  access t o  new m a r k e t s  f o r  V i r g i n i a  G a s ' s  n a t u r a l  g a s  s t o r a g e  
s e r v i c e s  ; 

-- a l l o w  V i r g i n i a  G a s  s t o c k h o l d e r s  t o  p a r t i c i p a t e  i n  f u t u r e  g r o w t h  
t h r o u g h  t h e i r  o w n e r s h i p  i n  t h e  c o m b i n e d  b u s i n e s s ;  

. t h a t  t h e  m e r g e r  c o n s i d e r a t i o n  of $4.00 p e r  s h a r e  of  V i r g i n i a  G a s  common 
s t o c k  w o u l d  p r o v i d e  V i r g i n i a  G a s  s t o c k h o l d e r s  w i t h  a p r e m i u m  o f  
a p p r o x i m a t e l y  3 7  p e r c e n t  o v e r  the c l o s i n g  s a l e s  p r ice  o f  V i r g i n i a  G a s  
common s t o c k  o n  J u n e  13, 2000,  t h e  l a s t  t r a d i n g  day  p r i o r  t o  t h e  
a n n o u n c e m e n t  o f  t h e  m e r g e r ,  a n d  a p r e m i u m  o f  a p p r o x i m a t e l y  4 7  p e r c e n t  
o v e r  t h e  a v e r a g e  c l o s i n g  sa les  p r i c e  of V i r g i n i a  G a s  common s t o c k  d u r i n g  
t h e  20 t r a d i n g  d a y s  p r i o r  t o  t h e  a n n o u n c e m e n t  of t h e  m e r g e r ;  

. t h e  r e l a t i v e  r e s o u r c e s  o f  V i r g i n i a  G a s  a s  c o m p a r e d  t o  o t h e r  p r o v i d e r s  i n  
t h e  m a r k e t p l a c e ,  i n c l u d i n g  access t o  c a p i t a l ,  m a r k e t i n g  e x p e r i e n c e  a n d  
g e o g r a p h i c  t e r r i t o r y ;  

. a r e v i e w  of t h e  p o s s i b l e  a l t e r n a t i v e s  t o  t h e  t r a n s a c t i o n s  c o n t e m p l a t e d  by 
t h e  m e r g e r  a g r e e m e n t ,  i n c l u d i n g  t h e  p o s s i b i l i t i e s  o f  c o n t i n u i n g  t o  
operate  V i r g i n i a  G a s  as a n  i n d e p e n d e n t  e n t i t y  a n d  a sale or p a r t i a l  s a l e  
of V i r g i n i a  G a s  t h r o u g h  a m e r g e r  o r  by o t h e r  m e a n s  a n d ,  w i t h  respect t o  
e a c h  a l t e r n a t i v e ,  t h e  range of possible  b e n e f i t s  t o  V i r g i n i a  G a s ' s  
s t o c k h o l d e r s  o f  s u c h  a l t e r n a t i v e  a n d  t h e  t i m i n g  a n d  l i k e l i h o o d  o f  
a c c o m p l  I s h i n g  s u c h  a l t e r n a t i v e ;  

. t h e  v i e w s  of m a n a g e m e n t  a n d  C I B C  r e g a r d i n g  t h e  l i k e l i h o o d  o f  o t h e r  
p o t e n t i a l  o f f e r s  f o r  V i r g i n i a  G a s  o n  t e r m s  m o r e  f a v o r a b l e  t o  V i r g i n i a  G a s  
s t o c k h o l d e r s  t h a n  t h e  m e r g e r ;  

t h e  v i e w s  of V i r g i n i a  G a s ' s  m a n a g e m e n t  r e g a r d i n g  t h e  l i k e l i h o o d  a n d  t e r m s  
o f  o t h e r  a l t e r n a t i v e s  f o r  access t o  c a p i t a l ,  i n c l u d i n g  t h e  cos t  a n d  
t i m i n g  of s u c h  a l t e r n a t i v e s ;  

t h e  f i n a n c i a l  a n d  v a l u a t i o n  a n a l y s e s  presented t o  t h e  V i r g i n i a  G a s  board 
by C I B C ,  i n c l u d i n g  m a r k e t  pr ices  a n d  f i n a n c i a l  d a t a  r e l a t i n g  t o  o t h e r  
c o m p a n i e s  e n g a g e d  i n  b u s i n e s s e s  c o n s i d e r e d  c o m p a r a b l e  t o  V i r g i n i a  G a s  a n d  
t h e  prices a n d  p r e m i u m s  pa id  i n  r e c e n t  se lec ted  a c q u i s i t i o n s  of c o m p a n i e s  
e n g a g e d  i n  b u s i n e s s e s  c o n s i d e r e d  c o m p a r a b l e  t o  V i r g i n i a  G a s ;  

. t h e  w r i t t e n  o p i n i o n  o f  C I B C  t h a t ,  based o n  c e r t a i n  a s s u m p t i o n s  a n d  
s u b j e c t  t o  c e r t a i n  l i m i t a t i o n s  descr ibed below u n d e r  " - - O p i n i o n  o f  
V i r g i n i a  G a s ' s  F i n a n c i a l  A d v i s o r ,  " t h e  c o n s i d e r a t i o n  t o  be r e c e i v e d  by 
V i r g i n i a  G a s ' s  s t o c k h o l d e r s  p u r s u a n t  t o  t h e  m e r g e r  a g r e e m e n t  is f a i r  t o  
V i r g i n i a  G a s  s t o c k h o l d e r s  f r o m  a f i n a n c i a l  p a i n t  of  v i e w ;  

. t h e  L i k e l i h o o d  t h a t  t h e  m e r g e r  w o u l d  be c o n s u m m a t e d ,  i n c l u d i n g  t h e  
e x p e r i e n c e  a n d  f i n a n c i a l  c o n d i t i o n  o f  N U I ,  a n d  the r i s k s  t o  V i r g i n i a  G a s  
i f  t h e  m e r q e r  was n o t  c o n s u m m a t e d  f o l l o w i n g  i t s  p u b l i c  a n n o u n c e m e n t ;  

. t h e  a m o u n t  o f  c o n s i d e r a t i o n  t o  be r e c e i v e d  i n  t h e  m e r g e r  by V i r g i n i a  G a s  
s t o c k h o l d e r s  a n d  i n f o r m a t i o n  o n  t h e  h i s t o r i c a l  t r a d i n g  r a n g e s  o f  V i r g i n i a  
G a s  common s t o c k ;  a n d  

. t h a t  t h e  merger w o u l d  be a t a x - f r e e  t r a n s a c t i o n  for f e d e r a l  i n c o m e  t a x  
p u r p o s e s ,  a s  d e s c r i b e d  b e l o w  u n d e r  "--Material F e d e r a l  I n c o m e  Tax 
C o n s e q u e n c e s .  " 
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I n  v i e w  of t h e  n u m b e r  and w i d e  v a r i e t y  o f  f a c t o r s  c o n s i d e r e d  i n  c o n n e c t i o n  
w i t h  its e v a l u a t i o n  of t h e  m e r g e r ,  a n d  t h e  c o m p l e x i t y  of t h e s e  mat ters ,  t h e  
V i r g i n i a  G a s  board  d i d  n o t  f i n d  i t  prac t icable  t o ,  n o r  d i d  i t  a t t e m p t  t o ,  
q u a n t i f y ,  r a n k  or  o t h e r w i s e  a s s i g n  r e l a t i v e  w e i g h t s  t o  t h e  s p e c i f i c  f a c t o r s  i t  
c o n s i d e r e d .  I n  a d d i t i o n ,  t h e  V i r g i n i a  G a s  board  d i d  n o t  u n d e r t a k e  t o  m a k e  a n y  
s p e c i f i c  d e t e r m i n a t i o n  a s  t o  w h e t h e r  a n y  p a r t i c u l a r  f a c t o r  w a s  f a v o r a b l e  o r  
u n f a v o r a b l e  t o  t h e  V i r g i n i a  G a s  b o a r d ' s  u l t i m a t e  d e t e r m i n a t i o n  o r  a s s i g n  a n y  
p a r t i c u l a r  w e i g h t  t o  a n y  f a c t o r  b u t ,  r a t h e r ,  c o n d u c t e d  a n  o v e r a l l  a n a l y s i s  o f  
t h e  f a c t o r s  descr ibed a b o v e ,  i n c l u d i n g  c o n s i d e r i n g  t h e  i n f o r m a t i o n ,  o p i n i o n s ,  
r epor t s  and  s t a t e m e n t s  p r e s e n t e d  by V i r g i n i a  G a s ' s  m a n a g e m e n t  a n d  i t s  l e g a l  a n d  
f i n a n c i a l  a d v i s o r s .  I n  c o n s i d e r i n g  t h e  f o r e g o i n g  f a c t o r s ,  i n d i v i d u a l  m e m b e r s  of  
t h e  V i r g i n i a  G a s  board  may  h a v e  g i v e n  d i f f e r e n t  w e i g h t  t o  d i f f e r e n t  f a c t o r s .  
T h e  V i r g i n i a  Gas board d e t e r m i n e d  t h a t  t h e s e  f a c t o r s ,  c o n s i d e r e d  i n  t h e i r  
e n t i r e t y ,  w e r e  f a v o r a b l e  t o  a n d  s u p p o r t e d  i t s  d e t e r m i n a t i o n .  

T h e  V i r g i n i a  Gas board b e l i e v e s  t h a t  t h e  m e r g e r  a g r e e m e n t  i s  i n  y o u r  a n d  
V i r g i n i a  G a s ' s  best i n t e r e s t s  a n d  u n a n i m o u s l y  r e c o m m e n d s  t h a t  y o u  

v o t e  "FOR" t h e  a p p r o v a l  a n d  a d o p t i o n  o f  t h e  m e r g e r  a g r e e m e n t  

R e a s o n s  of NU1 f o r  t h e  Merger 

N U 1  b e l i e v e s  t h a t  t h e  a c q u i s i t i o n  o f  V i r g i n i a  G a s  is c o n s i s t e n t  w i t h  i t s  
s t r a t e g y  o f  d e v e l o p i n g  b u s i n e s s e s  t h a t  c o m p l e m e n t  a n d  e n h a n c e  t h e  v a l u e  o f  
N U I ' s  e x i s t i n g  b u s i n e s s e s .  V i r g i n i a  G a s ' s  e x i s t i n g  a n d  p o t e n t i a l  n a t u r a l  g a s  
s t o r a g e  a n d  p i p e l i n e  assets s h o u l d  p r o v i d e  N U 1  w i t h  t h e  a b i l i t y  t o  c a p i t a l i z e  
u p o n  e n e r g y  t r a d i n g  o p p o r t u n i t i e s ,  t h r o u g h  i ts  t r a d i n g  a n d  e n e r g y  m a n a g e m e n t  
s u b s i d i a r y ,  i n  a n  area of t h e  U n i t e d  S t a t e s  w h e r e  n a t u r a l  ga s  i s  t y p i c a l l y  i n  
h i g h  d e m a n d  a n d  c a p a c i t y  i s  g e n e r a l l y  c o n s t r a i n e d .  V i r g i n i a  G a s ' s  p r o p a n e  a n d  
n a t u r a l  g a s  d i s t r i b u t i o n  b u s i n e s s e s  s h o u l d  c o m p l e m e n t  NUI's r e s i d e n t i a l  a n d  
c o m m e r c i a l  e n e r g y  d e l i v e r y  o p e r a t i o n s  i n  a n  e f f i c i e n t  a n d  p r o f i t a b l e  m a n n e r .  
N U 1  b e l i e v e s  t h a t  i t s  f i n a n c i a l  r e s o u r c e s  w i l l  p r o v i d e  V i r g i n i a  G a s  t h e  c a p i t a l  
n e e d e d  t o  fully d e v e l o p  V i r g i n i a  G a s ' s  n a t u r a l  g a s  s t o r a g e  a n d  p i p e l i n e  assets 
a n d  t o  t a k e  a d v a n t a g e  of t h e  b u s i n e s s  o p p o r t u n i t i e s  no ted  a b o v e .  

O p i n i o n  of V i r g i n i a  Gas's F i n a n c i a l  A d v i s o r  

On J u n e  13, 2000, C I B C  d e l i v e r e d  i t s  w r i t t e n  o p i n i o n  t o  V i r g i n i a  Gas's board 
t h a t ,  a s  of t h e  d a t e  o f  i t s  o p i n i o n ,  t h e  e x c h a n g e  r a t i o  f o r  t h e  m e r g e r  w a s  f a i r  
f r o m  a f i n a n c i a l  p o i n t  of v i e w  t o  V i r g i n i a  G a s  s t o c k h o l d e r s .  CIBC c o n f i r m e d  a n d  
u p d a t e d  i t s  J u n e  1 3 ,  2000,  o p i n i o n  by d e l i v e r i n g  a w r i t t e n  o p i n i o n  t o  t h e  
V i r g i n i a  Gas board o n  O c t o b e r  3 ,  2000.  

WE HAVE ATTACHED AS ANNEXES B AND C TO THIS  PROXY STATEMENT/PROSPECTUS, AND 
INCORPORATE BY REFERENCE, THE FULL TEXT OF C I B C ' S  WRITTEN OPINIONS, DATED JUNE 
13, 2000, AND OCTOBER 3 ,  2000, RESPECTIVELY. THE OPINIONS DESCRIBE THE 
ASSUMPTIONS MADE, MATTERS CONSIDERED AND LIMITATIONS ON THE REVIEW UNDERTAKEN 
I N  CONNECTION WITH THE OPINIONS. WE URGE YOU TO READ THE OPINIONS I N  THEIR 
ENTIRETY. C I B C ' S  OPINIONS DO NOT CONSTITUTE A RECOMMENDATION TO ANY HOLDER OF 
VIRGINIA GAS COMMON STOCK AS TO HOW SUCH HOLDER SHOULD VOTE AT THE VIRGINIA GAS 
ANNUAL MEETING. CTBC EXPRESSES NO O P I N I O N  AS T O  THE PRICE AT WHICH NU1 COMMON 
STOCK WILL TRADE FOLLOWING CONSUMMATION OF THE PROPOSED MERGER. C I B C ' S  OPINION, 
DATED JUNE 13, 2000, AND PRESENTATION TO THE VIRGINIA GAS BOARD ON SUCH DATE 
WERE AMONG MANY FACTORS TAKEN INTO CONSIDERATION BY VIRGINIA GAS'S BOARD I N  
MAKING I T S  DECISION TO APPROVE AND RECOMMEND THE MERGER AS CONTEMPLATED I N  THE 
MERGER AGREEMENT. 

I n  c o n n e c t i o n  w i t h  i t s  o p i n i o n ,  CIBC,  among  o t h e r  t h i n g s :  

. r e v i e w e d  t h e  m e r g e r  a g r e e m e n t ;  

. r e v i e w e d  V i r g i n i a  G a s ' s  a u d i t e d  f i n a n c i a l  s t a t e m e n t s  f o r  t h e  f i s c a l  years 
ended D e c e m b e r  31, 1998, a n d  1 9 9 9 ,  a n d  V i r g i n i a  G a s ' s  u n a u d i t e d  f i n a n c i a l  
s t a t e m e n t s  f o r  t h e  t h r e e  m o n t h s  e n d e d  M a r c h  31, 2000;  

11 

. r e v i e w e d  f i n a n c i a l  p r o j e c t i o n s  of V i r g i n i a  G a s  prepared by V i r g i n i a  G a s  
a n d  i t s  m a n a g e m e n t ;  

. r e v i e w e d  h i s t o r i c a l  m a r k e t  p r i c e s  a n d  t r a d i n g  v o l u m e  fo r  V i r g i n i a  G a s  
common s t o c k ;  

. h e l d  d i s c u s s i o n s  w i t h  s e n i o r  m a n a g e m e n t  of V i r g i n i a  G a s  w i t h  respect t o  
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t h e  b u s i n e s s  a n d  p rospec t s  f o r  f u t u r e  g r o w t h  of V i r g i n i a  G a s ;  
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. r e v i e w e d  a n d  a n a l y z e d  c e r t a i n  p u b l i c l y  a v a i l a b l e  f i n a n c i a l  da t a  f o r  
c e r t a i n  c o m p a n i e s  t h a t  C I B C  d e e m e d  c o m p a r a b l e  t o  V i r g i n i a  G a s ;  

. p e r f o r m e d  d i s c o u n t e d  c a s h  f l o w  a n a l y s e s  o f  V i r g i n i a  G a s  u s i n g  c e r t a i n  
a s s u m p t i o n s  of f u t u r e  p e r f o r m a n c e  p r o v i d e d  t o  CIBC by t h e  m a n a g e m e n t  of 
V i r g i n i a  G a s ;  

. r e v i e w e d  a n d  a n a l y z e d  c e r t a i n  p u b l i c l y  a v a i l a b l e  f i n a n c i a l  i n f o r m a t i o n  
f o r  t r a n s a c t i o n s  t h a t  CIBC d e e m e d  c o m p a r a b l e  t o  t h e  merger; a n d  

. r e v i e w e d  p u b l i c  i n f o r m a t i o n  c o n c e r n i n g  V i r g i n i a  G a s .  

CIBC also h e l d  d i s c u s s i o n s  w i t h  members of t h e  s e n i o r  m a n a g e m e n t  o f  V i r g i n i a  
G a s  a n d  NU1 r e g a r d i n g  t h e  s t r a t e g i c  r a t i o n a l e  f o r ,  a n d  t h e  p o t e n t i a l  b e n e f i t s  
o f ,  t h e  t r a n s a c t i o n s  c o n t e m p l a t e d  by t h e  m e r g e r  a g r e e m e n t  a n d  t h e  past  a n d  
c u r r e n t  b u s i n e s s  o p e r a t i o n s ,  f i n a n c i a l  c o n d i t i o n  a n d  f u t u r e  prospects  o f  t h e i r  
respective c o m p a n i e s .  I n  a d d i t i o n ,  C I B C  p e r f o r m e d  s u c h  o t h e r  s t u d i e s  a n d  
a n a l y s e s  a n d  t o o k  i n t o  a c c o u n t  s u c h  o t h e r  matters a s  i t  c o n s i d e r e d  a p p r o p r i a t e .  

CIBC r e l i e d  u p o n  t h e  a c c u r a c y  a n d  c o m p l e t e n e s s  o f  a l l  of t h e  f i n a n c i a l  a n d  
o t h e r  i n f o r m a t i o n  p r o v i d e d  t o  i t  by V i r g i n i a  G a s  a n d  h a s  a s s u m e d  t h e  a c c u r a c y  
a n d  c o m p l e t e n e s s  o f  t h i s  i n f o r m a t i o n  for p u r p o s e s  o f  r e n d e r i n g  i t s  o p i n i o n .  
C I B C ' s  r e v i e w  o f  NUI's f u t u r e  f i n a n c i a l  p e r f o r m a n c e  f o r  p u r p o s e s  of r e n d e r i n g  
i t s  o p i n i o n  w a s  l i m i t e d  t o  d i s c u s s i o n s  w i t h  N U I ' s  m a n a g e m e n t  a n d  a r e v i e w  o f  
v a r i o u s  r e s e a r c h  a n a l y s t s '  e s t i m a t e s  o f  N U I ' s  f u t u r e  f i n a n c i a l  p e r f o r m a n c e .  I n  
a d d i t l o n ,  CIBC h a s  n o t  m a d e  a n  i n d e p e n d e n t  e v a l u a t i o n  o r  a p p r a i s a l  o f  t h e  
asse ts  a n d  l i a b i l i t i e s  o f  V i r g i n i a  G a s  o r  N U 1  o r  a n y  o f  t h e i r  s u b s i d i a r i e s  a n d  
CIBC h a s  n o t  b e e n  f u r n i s h e d  w i t h  a n y  s u c h  e v a l u a t i o n  o r  a p p r a i s a l .  CIBC also 
a s s u m e d ,  w i t h  t h e  c o n s e n t  o f  V i r g i n i a  G a s ,  t h a t  t h e  t r a n s a c t i o n  c o n t e m p l a t e d  by 
t h e  merger a g r e e m e n t  w i l l  be a c c o u n t e d  for u s i n g  t h e  p u r c h a s e  m e t h o d  u n d e r  
g e n e r a l l y  accepted a c c o u n t i n g  p r i n c i p l e s .  CIBC p r o v i d e d  i t s  o p i n i o n  f o r  t h e  
i n f o r m a t i o n  a n d  a s s i s t a n c e  of  t h e  V i r g i n i a  G a s  board i n  c o n n e c t i o n  w i t h  i t s  
c o n s i d e r a t i o n  of  t h e  t r a n s a c t i o n  c o n t e m p l a t e d  by t h e  m e r g e r  a g r e e m e n t .  CIBC's 
o p i n i o n  does n o t  c o n s t i t u t e  a r e c o m m e n d a t i o n  a s  t o  how any V i r g i n i a  G a s  
s t o c k h o l d e r  s h o u l d  v o t e  w i t h  respect t o  t h e  m e r g e r  a g r e e m e n t  p roposa l .  

T h e  f o l l o w i n g  i s  a s u m m a r y  of  t h e  mater ia l  f i n a n c i a l  a n a l y s e s  used by C I B C  
i n  c o n n e c t i o n  w i t h  p r o v i d i n g  i t s  o p i n i o n  t o  t h e  V i r g i n i a  G a s  board o n  J u n e  1 3 ,  
2000.  Some o f  t h e  summaries o f  f i n a n c i a l  a n a l y s e s  i n c l u d e  i n f o r m a t i o n  p r e s e n t e d  
i n  t a b u l a r  f o r m a t .  I n  order t o  more f u l l y  u n d e r s t a n d  t h e  f i n a n c i a l  a n a l y s e s  
u s e d  by CIBC, t h e  t a b l e s  m u s t  be r e a d  t o g e t h e r  w i t h  t h e  t e x t  o f  e a c h  s u m m a r y .  
T h e  t a b l e s  a l o n e  do n o t  c o n s t i t u t e  a c o m p l e t e  d e s c r i p t i o n  of t h e  f i n a n c i a l  
a n a l y s e s .  

H i s t o r i c a l  E x c h a n g e  R a t i o  A n a l y s i s .  C I B C  compared h i s t o r i c a l  r a t i o s  of t h e  
c l o s i n g  p r i c e  o r  a v e r a g e  c l o s i n g  t r a d i n g  prices € o r  V i r g i n i a  G a s  common s t o c k  
t o  t h e  c l o s i n g  price or a v e r a g e  c l o s i n g  t r a d i n g  p r ices  for N U 1  common s t o c k  f o r  
t h e  per iod f r o m  J u n e  11, 1 9 9 9 ,  t o  J u n e  13, 2000.  CIBC t h e n  c a l c u l a t e d  t h e  
p r e m i u m  i n  t h e  m e r g e r  t h a t  w o u l d  h a v e  r e s u l t e d  u s i n g  t h e  e x c h a n g e  r a t i o  i n  t h e  
merger. T h e s e  c a l c u l a t i o n s  p r o d u c e d  t h e  f o l l o w i n g  r e s u l t s  f o r  t h e  a v e r a g e  
c l o s i n g  t r a d i n g  p r ices  f o r  t h e  o n e  m o n t h ,  t h r e e  m o n t h  a n d  six m o n t h  t r a d i n g  
pe r iods  p r e c e d i n g  J u n e  13, 2000.  

O n e  M o n t h  T h r e e  M o n t h  S i x  M o n t h  
T r a d i n g  Per iod  T r a d i n g  P e r i o d  T r a d i n g  P e r i o d  

R a t i o  of V i r g i n i a  G a s  common 
s t o c k  t o  N U 1  common s t o c k  . . . . . . .  0 . 0 9 6 6  0.1059 0.1128 

Premium .......................... 4 6 . 4 %  36.4% 2 8 . 3 %  

1 2  

C o m p a r a b l e  C o m p a n i e s  A n a l y s i s .  C I B C  compared f i n a n c i a l ,  o p e r a t i n g  a n d  s t o c k  
m a r k e t  da t a  of V i r g i n i a  G a s  t o  c o r r e s p o n d i n g  da ta  o f  p u b l i c l y  t raded n a t u r a l  
gas t r a n s m i s s i o n  a n d  s t o r a g e  c o m p a n i e s .  T h e  c o m p a n i e s  e v a l u a t e d  w e r e  C o l u m b i a  
E n e r g y  G r o u p ,  M a r k w e s t  H y d r o c a r b o n  , Midcoast E n e r g y  R e s o u r c e s ,  N a t i o n a l  F u e l  
Gas, T r a n s M o n t a i g n e  O i l  Co. a n d  W e s t e r n  Gas R e s o u r c e s .  CIBC r e v i e w e d  e q u i t y  
v a l u e  a s  m u l t i p l e s  o f  e s t i m a t e d  e a r n i n g s  per  s h a r e  a n d  c a s h  f l o w  per s h a r e  f o r  
c a l e n d a r  yea r s  2000 a n d  2001 a n d  e n t e r p r i s e  v a l u e  a s  m u l t i p l e s  of e s t i m a t e d  
c a l e n d a r  years  2000 a n d  2001 e a r n i n g s  b e f o r e  i n t e r e s t ,  t a x e s ,  d e p r e c i a t i o n  a n d  
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a m o r t i z a t i o n ,  c o m m o n l y  referred t o  a s  EBITDA. All m u l t i p l e s  w e r e  b a s e d  o n  
c l o s i n g  s t o c k  p r ices  o n  J u n e  7 ,  2 0 0 0 .  E s t i m a t e d  f i n a n c i a l  data  f o r  t h e  selected 
c o m p a n i e s  w a s  based o n  p u b l i c l y  a v a i l a b l e  r e s e a r c h  a n a l y s t s '  es t imates  a n d  
e s t i m a t e d  f i n a n c i a l  d a t a  f o r  V i r g i n i a  G a s  w a s  based o n  e s t i m a t e s  p r o v i d e d  by 
V i r g i n i a  G a s ' s  m a n a g e m e n t .  CIBC t h e n  app l i ed  a r a n g e  o f  selected m u l t i p l e s  for 
t h e  se lected c o m p a n i e s  t o  c o r r e s p o n d i n g  d a t a  of V i r g i n i a  G a s .  T h i s  a n a l y s i s  
i n d i c a t e d  a n  imp l i ed  e q u i t y  r e f e r e n c e  r a n g e  f o r  V i r g i n i a  G a s  o f  less t h a n  $ 0 . 0 0  
per s h a r e  to a p p r o x i m a t e l y  $ 3 . 8 9  per s h a r e ,  w i t h  a n  a v e r a g e  of $1.11 per s h a r e .  

S e l e c t e d  T r a n s a c t i o n s  A n a l y s i s .  U s i n g  p u b l i c l y  a v a i l a b l e  i n f o r m a t i o n ,  C I B C  
a n a l y z e d  t h e  impl ied  p u r c h a s e  prices a n d  t r a n s a c t i o n  m u l t i p l e s  paid i n  27 
m e r g e r  a n d  a c q u i s i t i o n  t r a n s a c t i o n s  i n  t h e  n a t u r a l  g a s  t r a n s m i s s i o n  a n d  s t o r a g e  
i n d u s t r y  s i n c e  S e p t e m b e r  1 9 9 7 .  CIBC c o m p a r e d  t h e  t r a n s a c t i o n  v a l u e s  i m p l i e d  by 
t h e  p u r c h a s e  pr ices  a s  m u l t i p l e s  o f  l a t e s t  12 m o n t h s  EBITDA. A l l  m u l t i p l e s  w e r e  
based o n  f i n a n c i a l  i n f o r m a t i o n  a v a i l a b l e  a t  t h e  t i m e  e a c h  t r a n s a c t i o n  w a s  
a n n o u n c e d .  CIBC t h e n  a p p l i e d  a r a n g e  of se lec ted  m u l t i p l e s  f o r  t h e  s e l e c t e d  
t r a n s a c t i o n s  t o  c o r r e s p o n d i n g  f i n a n c i a l  da t a  of  V i r g i n i a  G a s .  T h i s  a n a l y s i s  
i n d i c a t e d  a n  i m p l i e d  e q u i t y  r e f e r e n c e  r a n g e  f o r  V i r g i n l a  G a s  o f  l ess  t h a n  $ 0 . 0 0  
per s h a r e  t o  a p p r o x i m a t e l y  $ 4 . 7 0  per s h a r e ,  w i t h  an a v e r a g e  of $1.33 per s h a r e .  

No c o m p a n y  or t r a n s a c t i o n  u s e d  i n  t h e  above c o m p a r a b l e  c o m p a n i e s  a n a l y s i s  o r  
s e l e c t e d  t r a n s a c t i o n s  a n a l y s i s  i s  i d e n t i c a l  t o  V i r g i n i a  Gas 01 t h e  proposed 
m e r g e r .  A c c o r d i n g l y ,  a n  a n a l y s i s  o f  t h e  r e s u l t s  o f  t h e s e  a n a l y s e s  i n v o l v e s  
c o m p l e x  c o n s i d e r a t i o n s  of  t h e  c o m p a n i e s  i n v o l v e d  a n d  t h e  t r a n s a c t i o n s  a n d  o t h e r  
f a c t o r s  t h a t  c o u l d  a f f e c t  the p u b l i c  t r a d i n g  v a l u e  a n d  a c q u i s i t i o n  v a l u e  o f  t h e  
c o m p a n i e s  a n d  V i r g i n i a  G a s .  

D i s c o u n t e d  C a s h  F l o w  A n a l y s i s .  U s i n g  a d i s c o u n t e d  c a s h  f l o w  a n a l y s i s  based 
o n  f o r e c a s t s  p r o v i d e d  by V i r g i n i a  G a s ' s  m a n a g e m e n t ,  CIBC e s t i m a t e d  t h e  p r e s e n t  
v a l u e  of t h e  f u t u r e  s t r e a m s  of c a s h  f l o w s  t h a t  V i r g i n i a  G a s  c o u l d  p r o d u c e  
d u r i n g  t h e  f o u r  f i s c a l  years  e n d i n g  D e c e m b e r  31, 2003. I n  t h i s  a n a l y s i s ,  CJBC 
e s t i m a t e d  t h e  t e r m i n a l  v a l u e  based o n  m u l t i p l e s  of 8 . 0  t o  1 2 . 0  times V i r g i n i a  
G a s ' s  e s t ima ted  EBITDA f o r  t h e  t w e l v e  m o n t h s  e n d e d  December 31, 2003 .  T h e  f r e e  
c a s h  f l o w s  a n d  t e r m i n a l  v a l u e s  w e r e  d i s c o u n t e d  t o  p r e s e n t  v a l u e s  u s i n g  r a t e s  of 
10 p e r c e n t ,  11 p e r c e n t  a n d  1 2  p e r c e n t .  A f t e r  d e d u c t i n g  debt from, a n d  a d d i n g  
b a c k  c a s h  t o ,  t h e  p r e s e n t  v a l u e  of free c a s h  f l o w s  a n d  t e r m i n a l  v a l u e s ,  t h i s  
a n a l y s i s  p r o d u c e d  a r a n g e  o f  per common s h a r e  e q u i t y  v a l u e s  f o r  V i r g i n i a  G a s  
common s t o c k  o f  a p p r o x i m a t e l y  $0.53 t o  $3 .02  per s h a r e ,  w i t h  a n  a v e r a g e  of 
$ 1 . 7 4  per s h a r e .  

C o n t r i b u t i o n  A n a l y s i s .  CIBC u t i l i z e d  e s t i m a t e s  f o r  t h e  f u t u r e  f i n a n c i a l  
p e r f o r m a n c e  of V i r g i n i a  G a s  a n d  NU1 t o  c a l c u l a t e  t h e  r e l a t i v e  c o n t r i b u t i o n s  of 
V i r g i n i a  G a s  a n d  N U 1  t o  t h e  p r o  f o r m a  c o m b i n e d  c o m p a n y  w i t h  respect t o  
r e v e n u e s ,  EBITDA a n d  n e t  i n c o m e  f o r  t h e  t w o  years  e n d i n g  December 31, 2001. 
CIBC c a l c u l a t e d  t h e  c o n t r i b u t i o n s  based o n  m a n a g e m e n t  es t imates  f o r  t h e  f u t u r e  
f i n a n c i a l  p e r f o r m a n c e  o f  V i r g i n i a  G a s  a n d  b a s e d  o n  t h i r d  p a r t y  a n a l y s t  
e s t i m a t e s  f o r  t h e  f u t u r e  f i n a n c i a l  p e r f o r m a n c e  of  NUI. CIBC a l s o  r e v i e w e d  t h e  
pro f o r m a  s t o c k  o w n e r s h i p  of t h e  c o m b i n e d  c o m p a n y .  

2 0 0 0  2001 
---- --_- 

V i r g i n i a  G a s  c o n t r i b u t i o n :  

P e r c e n t a g e  of  c o m b i n e d  r e v e n u e s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  4 . 8 %  4 . 6 %  
P e r c e n t a q e  of combined EBITDA. ..................................... 2 . 9 %  3 . 1 %  
P e r c e n t a q e  of c o m b i n e d  n e t  income .................................. 0 . 4 %  0 . 3 %  

Pro forma stock o w n e r s h i p :  
....................................................... V i r g i n i a  Gas 5 . 8 %  

N U I  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  9 4 . 2 %  

2 3  

P r o  F o r m a  M e r g e r  A n a l y s i s .  CIBC a n a l y z e d  t h e  p o t e n t i a l  pro f o r m a  e f f e c t  o f  
t h e  m e r g e r  o n  NUI's es t ima ted  e a r n i n g s  pe r  s h a r e  i n  f i s c a l  years 2000 a n d  2001,  
based o n  e s t i m a t e s  p r o v i d e d  by V i r g i n i a  G a s  a n d  p u b l i c l y  a v a i l a b l e  r e s e a r c h  
a n a l y s t s '  e s t i m a t e s  f o r  N U I .  B a s e d  o n  t h e  e x c h a n g e  r a t i o  i n  t h e  m e r g e r ,  t h i s  
a n a l y s i s  i n d i c a t e d  t h a t ,  w i t h o u t  s y n e r g i e s ,  t h e  proposed merger w o u l d  be 
d i l u t i v e  t o  NUI's e a r n i n g s  per  s h a r e  i n  f i s c a l  y e a r s  2000  a n d  2001. T h e  a c t u a l  
r e s u l t s  a c h i e v e d  by t h e  c o m b i n e d  c o m p a n y  may v a r y  f r o m  p r o j e c t e d  r e s u l t s  a n d  
t h e  v a r i a t i o n s  may be mater ia l .  

T h e  p r e p a r a t i o n  o f  a f a i r n e s s  o p i n i o n  is a c o m p l e x  process a n d  i s  n o t  
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n e c e s s a r i l y  s u s c e p t i b l e  t o  p a r t i a l  a n a l y s i s  o r  s u m m a r y  d e s c r i p t i o n .  S e l e c t i n g  
p o r t i o n s  o f  t h e  a n a l y s e s  o r  of t h e  s u m m a r y  set  f o r t h  a b o v e ,  w i t h o u t  c o n s i d e r i n g  
t h e  a n a l y s e s  a s  a w h o l e ,  c o u l d  c rea te  a n  i n c o m p l e t e  v i e w  o f  t h e  processes 
u n d e r l y i n g  C I B C ' s  o p i n i o n .  I n  a r r i v i n g  a t  i t s  f a i r n e s s  d e t e r m i n a t i o n ,  CIBC 
c o n s i d e r e d  t h e  r e s u l t s  o f  all o f  t h e s e  ana lyses .  N o  c o m p a n y  o r  t r a n s a c t i o n  u s e d  
i n  t h e  a b o v e  a n a l y s e s  a s  a c o m p a r i s o n  i s  d i r e c t l y  c o m p a r a b l e  t o  V i r g i n i a  G a s  or  
N U 1  o r  t h e  c o n t e m p l a t e d  t r a n s a c t i o n .  CIBC prepared t h e  a n a l y s e s  s o l e l y  f o r  
p u r p o s e s  of  a l l o w i n g  i t  t o  p r o v i d e  i t s  o p i n i o n  t o  t h e  V i r g i n i a  G a s  board as  t o  
t h e  f a i r n e s s ,  f r o m  a f i n a n c i a l  p o i n t  of v i e w ,  o f  t h e  e x c h a n g e  r a t i o  for t h e  
m e r g e r  t o  V i r g i n i a  G a s  s t o c k h o l d e r s  a n d  t h e s e  a n a l y s e s  do n o t  p u r p o r t  t o  be 
a p p r a i s a l s  o r  n e c e s s a r i l y  r e f l e c t  t h e  prices a t  w h i c h  b u s i n e s s e s  o r  s e c u r i t i e s  
a c t u a l l y  may be sold. A n a l y s e s  based u p o n  f o r e c a s t s  o f  f u t u r e  r e s u l t s  a r e  n o t  
n e c e s s a r i l y  i n d i c a t i v e  o f  a c t u a l  f u t u r e  r e s u l t s ,  w h i c h  m a y  be s i g n i f i c a n t l y  
more or  less f a v o r a b l e  t h a n  s u g g e s t e d  by s u c h  a n a l y s e s .  B e c a u s e  s u c h  a n a l y s e s  
a re  i n h e r e n t l y  s u b j e c t  t o  u n c e r t a i n t y ,  a s  t h e y  are based u p o n  n u m e r o u s  fac tors  
or  e v e n t s  b e y o n d  t h e  c o n t r o l .  o f  t h e  p a r t i e s  o r  t h e i r  r e s p e c t i v e  a d v i s o r s ,  n o n e  
o f  V i r g i n i a  G a s ,  N U I ,  NU1 H o l d i n g ,  CIBC o r  a n y  o t h e r  p e r s o n  a s s u m e s  
r e s p o n s i b i l i t y  i f  f u t u r e  r e s u l t s  a re  m a t e r i a l l y  d i f f e r e n t  from t h o s e  
f o r e c a s t e d .  C I B C  d i d  n o t  a t t r i b u t e  a n y  p a r t i c u l a r  w e i g h t  t o  a n y  a n a l y s i s  
c o n s i d e r e d  by i t ,  b u t  r a t h e r  m a d e  j u d g m e n t s  a s  t o  t h e  s i g n i f i c a n c e  a n d  
r e l e v a n c e  of s u c h  a n a l y s i s .  A s  descr ibed a b o v e ,  C I B C ' s  o p i n i o n  w a s  o n e  o f  m a n y  
f a c t o r s  t a k e n  i n t o  c o n s i d e r a t i o n  by t h e  V i r g i n i a  G a s  b o a r d  i n  m a k i n g  i t s  
d e t e r m i n a t i o n  t o  a p p r o v e  t h e  m e r g e r  a g r e e m e n t .  T h e  f o r e g o i n g  s u m m a r y  describes 
m a t e r i a l  f i n a n c i a l  a n a l y s e s  u s e d  by CIBC i n  c o n n e c t i o n  w i t h  p r o v i d i n g  i t s  
o p i n i o n  t o  t h e  V i r g i n i a  G a s  b o a r d  o n  J u n e  13,  2000, b u t  does n o t  p u r p o r t  t o  be 
a c o m p l e t e  d e s c r i p t i o n  o f  t h e  a n a l y s e s  p e r f o r m e d  by CSBC i n  c o n n e c t i o n  w i t h  i t s  
o p i n i o n  a n d  i s  q u a l i f i e d  by r e f e r e n c e  t o  t h e  CIBC o p i n i o n  set  f o r t h  i n  A n n e x  B 
h e r e t o .  

A s  p a r t  of i t s  i n v e s t m e n t  b a n k i n g  b u s i n e s s ,  C I B C  i s  r e g u l a r l y  e n g a g e d  i n  t h e  
v a l u a t i o n  of  b u s i n e s s e s  a n d  t h e i r  s e c u r i t i e s  i n  c o n n e c t i o n  w i t h  m e r g e r s  a n d  
a c q u i s i t i o n s ,  n e g o t i a t e d  u n d e r w r i t i n g s ,  c o m p e t i t i v e  b i d d i n q s ,  s e c o n d a r y  
d i s t r i b u t i o n s  of l i s t e d  a n d  u n l i s t e d  s e c u r i t i e s  a n d  o t h e r  p u r p o s e s .  V i r g i n i a  
G a s  selected CIBC a s  i t s  f i n a n c i a l  a d v i s o r  b e c a u s e  i t  is a n a t i o n a l l y  
r e c o g n i z e d  i n v e s t m e n t  b a n k i n g  f i r m  t h a t  h a s  s u b s t a n t i a l  e x p e r i e n c e  i n  
t r a n s a c t i o n s  s i m i l a r  t o  t h e  merger. 

CIBC p r o v i d e s  a f u l l  r a n g e  o f  f i n a n c i a l ,  a d v i s o r y  a n d  b r o k e r a g e  s e r v i c e s  a n d  
i n  t h e  course of  i t s  n o r m a l  t r a d i n g  a c t i v i t i e s  may f r o m  t i m e  t o  t i m e  e f f e c t  
t r a n s a c t i o n s  a n d  hold p o s i t i o n s  i n  t h e  s e c u r i t i e s  o r  o p t i o n s  o n  s e c u r i t i e s  o f  
V i r g i n i a  G a s  a n d / o r  N U 1  f o r  i t s  own a c c o u n t  a n d  f o r  t h e  a c c o u n t  o f  i t s  
c u s t o m e r s .  

P u r s u a n t  t o  i t s  e n g a g e m e n t  l e t t e r ,  dated J u n e  2 1 ,  1 9 9 9 ,  V i r g i n i a  G a s  e n g a g e d  
CIBC t o  ac t  a s  i t s  f i n a n c i a l  a d v i s o r  i n  c o n n e c t i o n  w i t h  t h e  c o n t e m p l a t e d  
t r a n s a c t i o n .  P u r s u a n t  t o  t h e  t e r m s  o f  t h e  e n g a g e m e n t  l e t te r ,  V i r g i n i a  G a s  h a s  
a g r e e d  t o  pay CIBC a f e e  e q u a l  t o  1 . 2 5  p e r c e n t  o f  t h e  t r a n s a c t i o n  v a l u e  a s  
d e f i n e d  i n  t h e  e n g a g e m e n t  l e t t e r .  A s s u m i n g  t h e  m e r g e r  is c o n s u m m a t e d  a t  a n  
e x c h a n g e  r a t i o  based o n  $ 4 . 0 0  per  s h a r e ,  CIBC e s t i m a t e s  t h a t  its fee will t o t a l  
a p p r o x i m a t e l y  $650,000.  V i r g i n i a  G a s  h a s  f u r t h e r  agreed t o  r e i m b u r s e  CIBC f o r  
i t s  r e a s o n a b l e  o u t - o f - p o c k e t  e x p e n s e s ,  i n c l u d i n g  a t t o r n e y s '  f e e s ,  and t o  
i n d e m n i f y  CIBC a g a i n s t  s p e c i f i e d  l i a b i l i t i e s ,  i n c l u d i n g  l i a b i l i t i e s  u n d e r  t h e  
f e d e r a l  s e c u r i t i e s  l a w s .  I n  t h e  o p i n i o n  o f  t h e  S E C ,  i n d e m n i f i c a t i o n  f o r  
l i a b i l i t i e s  a r i s i n g  u n d e r  t h e  f e d e r a l  s e c u r i t i e s  l a w s  may n o t  be e n f o r c e a b l e .  

T h e  E f f e c t i v e  Time o f  t h e  Merger 

T h e  m e r g e r  w i l l  be e f f e c t e d  b y  t h e  f i l i n g ,  a t  t h e  t i m e  of t h e  c l o s i n g  o€ t h e  
merger, o f  a c e r t i f i c a t e  o f  m e r g e r  w i t h  t h e  D e l a w a r e  S e c r e t a r y  o f  S t a t e  i n  
a c c o r d a n c e  w i t h  t h e  p r o v i s i o n s  o f  t h e  D e l a w a r e  G e n e r a l  C o r p o r a t i o n  Law, T h e  
merger w i l l  become e f f e c t i v e  a t  t h e  t i m e  t h e  c e r t i f i c a t e  of m e r g e r  i s  f i l e d  
w i t h  t h e  D e l a w a r e  S e c r e t a r y  o f  S t a t e  o r  a t  a l a t e r  da te  o r  t i m e  s p e c i f i e d  i n  
t h e  c e r t i f i c a t e  o f  merger. 

14 

T h e  c l o s i n g  of t h e  merger w i l l  t a k e  place o n  t h e  t h i r d  b u s i n e s s  day 
f o l l o w i n g  s a t i s f a c t i o n  o r  w a i v e r  o f  a l l  o f  t h e  c o n d i t i o n s  t o  c o n s u m m a t i o n  o f  
t h e  m e r g e r  o r  o n  s u c h  o t h e r  d a t e  t o  w h i c h  NU1 a n d  V i r g i n i a  G a s  may m u t u a l l y  
a g r e e .  S e e  " - - C o n d i t L o n s  t o  t h e  Merger." W e  a n t i c i p a t e  t h a t  t h e  m e r g e r  w i l l  be 
c o m p l e t e d  d u r i n g  t h e  f o u r t h  q u a r t e r  o f  2000. 

E x c h a n g e  of C e r t i f i c a t e s  

I m m e d i a t e l y  p r i o r  t o  t h e  e f f e c t i v e  t i m e  of t h e  m e r g e r ,  NU1 o r  NU1 H o l d i n g ,  
a s  a p p l i c a b l e ,  w i l l  depos i t  i n  t r u s t  w i t h  A m e r i c a n  S t o c k  T r a n s f e r  & T r u s t  
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Company ( t h e  e x c h a n g e  a g e n t  f o r  t h e  m e r g e r ) ,  f o r  t h e  b e n e f i t  o f  h o l d e r s  o f  
V i r g i n i a  G a s  common s t o c k ,  (1) c e r t i f i c a t e s  r e p r e s e n t i n g  t h e  n u m b e r  o f  s h a r e s  
o f  NU1 o r  N U 1  H o l d i n g  common s t o c k  t o  be i s s u e d  a s  m e r g e r  c o n s i d e r a t i o n  
p u r s u a n t  t o  t h e  merger a g r e e m e n t  a n d  ( 2 )  a n y  c a s h  t o  be pa id  i n  l i e u  o f  
f r a c t i o n a l  s h a r e s .  P r o m p t l y  a f t e r  t h e  e f f e c t i v e  t i m e  o f  t h e  merger, t h e  
e x c h a n g e  a g e n t  w i l l  m a i l  t o  e a c h  h o l d e r  of r eco rd  o f  V i r g i n i a  G a s  common s t o c k  
a t r a n s m i t t a l  f o r m  t o  be u s e d  i n  f o r w a r d i n g  c e r t i f i c a t e s  r e p r e s e n t i n g  s h a r e s  o f  
V i r g i n i a  G a s  common s t o c k  t o  t h e  e x c h a n g e  a g e n t .  T h e  t r a n s m i t t a l  f o r m  w i l l  be 
a c c o m p a n i e d  by i n s t r u c t i o n s  s p e c i f y i n g  how t o  e x c h a n g e  V i r g i n i a  G a s  common 
s t o c k  f o r  t h e  m e r g e r  c o n s i d e r a t i o n .  YOU SHOULD NOT S E N D  I N  YOUR CERTIFICATES 
UNTIL YOU RECEIVE A TRANSMITTAL FORM. 

Upon s u r r e n d e r  o f  e a c h  c e r t i f i c a t e  r e p r e s e n t i n g  s h a r e s  o f  V i r g i n i a  G a s  
common s t o c k  w i t h  t h e  completed t r a n s m i t t a l  f o r m ,  t h e  e x c h a n g e  a g e n t  w i l l  pay 
t o  t h e  h o l d e r  o f  t h a t  c e r t i f i c a t e ,  a s  s o o n  a s  p r a c t i c a b l e  a f t e r  t h e  e f f e c t i v e  
t i m e  o f  t h e  merger, t h e  m e r g e r  c o n s i d e r a t i o n  ( i n c l u d i n g  c a s h  i n  l i e u  o f  
f r a c t i o n a l  s h a r e s )  a n d  t h a t  c e r t i f i c a t e  w i l l  t h e n  be c a n c e l e d .  A t  t h e  e f f e c t i v e  
t i m e  o f  t h e  m e r g e r ,  c e r t i f i c a t e s  r e p r e s e n t i n g  s h a r e s  of V i r g i n i a  G a s  common 
s t o c k  ( o t h e r  t h a n  s h a r e s  h e l d  by N U 1 1  w i l l  r e p r e s e n t  s o l e l y  t h e  r i g h t  t o  
r e c e i v e  t h e  merger c o n s i d e r a t i o n  ( i n c l u d i n g  c a s h  i n  l i e u  o f  f r a c t i o n a l  s h a r e s ) .  
N o  i n t e r e s t  w i l l  be pa id  or  a c c r u e  on t h e  merger c o n s i d e r a t i o n .  

A f t e r  t h e  e f f e c t i v e  t i m e  o f  t h e  m e r g e r ,  t h e r e  w i l l  be n o  t r a n s f e r s  o n  t h e  
s t o c k  t r a n s f e r  books of  V i r g i n i a  G a s  o f  any s h a r e s  o f  V i r g i n i a  G a s  common 
s t o c k .  I f ,  a f t e r  t h e  e f f e c t i v e  t i m e  o f  t h e  m e r g e r ,  c e r t i f i c a t e s  f o r m e r l y  
r e p r e s e n t i n g  s h a r e s  o f  V i r g i n i a  G a s  common s t o c k  are p r e s e n t e d  t o  t h e  e x c h a n g e  
a g e n t  o r  V i r g i n i a  G a s ,  a s  t h e  case may be,  t h e y  w i l l  be c a n c e l e d  a n d  ( s u b j e c t  
t o  a p p l i c a b l e  a b a n d o n e d  property,  e s c h e a t  a n d  s i m i l a r  l a w s )  e x c h a n g e d  for 
m e r g e r  c o n s i d e r a t i o n  ( a n d  c a s h  i n  l i e u  o f  f r a c t i o n a l  s h a r e s ) ,  a s  p r o v i d e d  
a b o v e .  

N e i t h e r  NU1 n o r  N U 1  H o l d i n g ,  a s  a p p l i c a b l e ,  w i l l  i s s u e  a n y  f r a c t i o n s  of a 
s h a r e  a s  m e r g e r  c o n s i d e r a t i o n .  I n s t e a d ,  V i r g i n i a  Gas s t o c k h o l d e r s  w i l l  r e c e i v e  
i n  c a s h  t h e  v a l u e  o f  a n y  f r a c t i o n s  o f  a s h a r e  t h a t  t h e y  w o u l d  o t h e r w i s e  h a v e  
b e e n  e n t i t l e d  t o  r e c e i v e  i n  t h e  m e r g e r .  A s t o c k h o l d e r ' s  c a s h  p a y m e n t  i n  l i e u  o f  
a f r a c t i o n a l  s h a r e  w i l l  be e q u a l  t o  t h e  p r o d u c t  o f  (1) t h e  a v e r a g e  t r a d i n g  
p r ice  o f  NU1 o r  N U 1  H o l d i n g  common s t o c k ,  a s  appropriate ,  d u r i n g  t h e  2 0  
t r a d i n g - d a y  p e r i o d  e n d i n g  o n  t h e  s e v e n t h  t r a d i n g  day p r i o r  t o  t h e  c l o s i n g  of 
t h e  m e r g e r  a n d  ( 2 )  t h e  f r a c t i o n a l  i n t e r e s t  t o  w h i c h  t h e  s t o c k h o l d e r  w o u l d  
o t h e r w i s e  be e n t i t l e d .  

V i r g i n i a  Gas s t o c k h o l d e r s  w i l l  n o t  be e n t i t l e d  t o  r e c e i v e  a n y  d i v i d e n d s  or 
o t h e r  d i s t r i b u t i o n s  payable by N U 1  or N U 1  H o l d i n g  u n t i l  t h e y  e x c h a n g e  t h e i r  
V i r g i n i a  G a s  s t o c k  c e r t i f i c a t e s  f o r  c e r t i f i c a t e s  r e p r e s e n t i n g  s h a r e s  o f  N U 1  o r  
N U 1  H o l d i n g  common s t o c k .  O n c e  t h e y  d e l i v e r  t h e i r  V i r g i n i a  G a s  s t o c k  
c e r t i f i c a t e s  t o  t h e  e x c h a n g e  a g e n t ,  V i r g i n i a  G a s  s t o c k h o l d e r s  w i l l ,  s u b j e c t  t o  
app l i cab le  l a w s ,  r e c e i v e  a n y  a c c u m u l a t e d  d i v i d e n d s  a n d  d i s t r i b u t i o n s ,  w i t h o u t  
i n t e r e s t .  

Any m e r g e r  c o n s i d e r a t i o n  depos i t ed  w i t h  t h e  e x c h a n g e  a g e n t  t h a t  h a s  r e m a i n e d  
u n c l a i m e d  by V i r g i n i a  G a s  s t o c k h o l d e r s  fOK o n e  year a f t e r  t h e  e f f e c t i v e  t i m e  o f  
t h e  merger w i l l  be r e t u r n e d  t o  N U 1  o r  N U 1  H o l d i n g .  T h e r e a f t e r ,  V i r g i n i a  G a s  
s t o c k h o l d e r s  t h a t  h a v e  n o t  p r e v i o u s l y  c o m p l i e d  w i t h  t h e  e x c h a n g e  p r o c e d u r e s  
p u r s u a n t  t o  t h e  m e r g e r  a g r e e m e n t  may look o n l y  t o  N U 1  or N U 1  H o l d i n g  for 
p a y m e n t  o f  a n y  merger c o n s i d e r a t i o n  u p o n  s u r r e n d e r  of  t h e i r  c e r t i f i c a t e s  of  
V i r q i n i a  G a s  common s t o c k .  

T h e  e x c h a n g e  a g e n t ,  N U 1  o r  N U 1  H o l d i n g  w i l l  be e n t i t l e d  t o  d e d u c t  a n d  
w i t h h o l d  f r o m  t h e  m e r g e r  c o n s i d e r a t i o n  a n y  a m o u n t s  t h a t  t h e  e x c h a n g e  a g e n t ,  NU1 
or  N U 1  H o l d i n g  i s  r e q u i r e d  t o  d e d u c t  a n d  w i t h h o l d  
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u n d e r  appl icable  t a x  l a w s .  Any a m o u n t s  so  w i t h h e l d  w i l l  be t rea ted  f o r  a l l  
p u r p o s e s  o f  t h e  m e r g e r  a g r e e m e n t  a s  h a v i n g  b e e n  paid t o  t h e  h o l d e r  o f  t h e  
s h a r e s  of V i r g i n i a  G a s  common s t o c k  i n  respect o f  w h i c h  t h e  d e d u c t i o n  a n d  
w i t h h o l d i n g  h a s  b e e n  made. 

T r e a t m e n t  o f  V i r g i n i a  G a s  S t o c k  O p t i o n s  a n d  W a r r a n t s  

A s  a c o n d i t i o n  t o  c l o s i n g  t h e  m e r g e r ,  t h e  m e r g e r  a g r e e m e n t  r e q u i r e s  V i r g i n i a  
Gas  t o  o b t a i n  a m e n d m e n t s  t o  a l l  o u t s t a n d i n g  s t o c k  o p t i o n  a g r e e m e n t s .  T h e s e  
a m e n d m e n t s  h a v e  b e e n  o b t a i n e d  a n d  p r o v i d e ,  a s  r e q u i r e d  by t h e  m e r g e r  a g r e e m e n t ,  
t h a t  : 

s t o c k  o p t i o n s  t h a t  h a v e  a per  s h a r e  e x e r c i s e  p r ice  e q u a l  t o  $ 4 . 1 2 5  w i l l  
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b e  t e r m i n a t e d  a s  o f  t h e  e f f e c t i v e  t i m e  of t h e  m e r g e r  a n d  c o n v e r t e d  i n t o  
t h e  r i g h t  t o  r e c e i v e  $1.00 i n  c a s h  f r o m  NU1 or  N U 1  H o l d i n g ,  as 
a p p l i c a b l e ;  a n d  

. e a c h  o t h e r  V i r g i n i a  G a s  s t o c k  o p t i o n  w i l l  be c a n c e l e d  a s  o f  t h e  e f f e c t i v e  
t i m e  of t h e  m e r g e r .  

I n  t h e  e v e n t  t h a t  t h e  N U 1  h o l d i n g  c o m p a n y  r e o r g a n i z a t i o n  i s  n o t  c o m p l e t e d  
p r i o r  t o  t h e  c o m p l e t i o n  of t h e  merger a n d  t h e  N U 1  s u b s i d i a r y  is m e r g e d  w i t h  a n d  
i n t o  V i r g i n i a  G a s ,  a l l  o u t s t a n d i n g  a n d  u n e x e r c i s e d  w a r r a n t s  t o  p u r c h a s e  
V i r g i n i a  G a s  common s t o c k  w i l l  r e m a i n  o u t s t a n d i n g  i n  a c c o r d a n c e  w i t h  t h e i r  
terms f o l l o w i n g  the m e r g e r .  I n  s u c h  a case, NU1 e x p e c t s  t o  u s e  i t s  b e s t  e f f o r t s  
t o  p u r c h a s e  a n d  c a n c e l  t h e  o u t s t a n d i n g  war ran t s .  

I n  t h e  e v e n t  t h a t  t h e  NU1 h o l d i n g  c o m p a n y  r e o r g a n i z a t i o n  i s  completed p r i o r  
t o  t h e  c o m p l e t i o n  o f  t h e  m e r g e r  a n d  V i r g i n i a  G a s  is merged w i t h  a n d  i n t o  t h e  
NU1 s u b s i d i a r y ,  a 3 1  o u t s t a n d i n g  a n d  u n e x e r c i s e d  w a r r a n t s  t o  p u r c h a s e  V i r g i n i a  
Gas common s t o c k  s h a l l  be a u t o m a t i c a l l y  c o n v e r t e d  i n t o  t h e  r i g h t  t o  r e c e i v e ,  
u p o n  e x e r c i s e ,  t h e  n u m b e r  of s h a r e s  of NU1 H o l d i n g  common s t o c k  t h a t  t h e  
w a r r a n t  h o l d e r  w o u l d  h a v e  r e c e i v e d  p u r s u a n t  t o  t h e  m e r g e r  i f  t h e  w a r r a n t  h o l d e r  
h a d  e x e r c i s e d  t h e  w a r r a n t  l u s t  p r i o r  t o  t h e  merger. 

No S o l i c i t a t i o n  of T r a n s a c t i o n s  by V i r g i n i a  G a s  

P r i o r  t o  t h e  m e r g e r  b e c o m i n g  e f f e c t i v e ,  V i r g i n i a  G a s  h a s  a g r e e d  n o t  t o  
s o l i c i t ,  i n i t i a t e ,  f a c i l i t a t e  o r  e n c o u r a g e  a n y  i n q u i r i e s  o r  t h e  m a k i n g  o f  a n y  
p r o p o s a l  w i t h  r e s p e c t  t o  any merger,  c o n s o l i d a t i o n  or  o t h e r  b u s i n e s s  
c o m b i n a t i o n  a n d  n o t  t o  n e g o t i a t e ,  e x p l o r e  or o t h e r w i s e  e n g a g e  i n  d i s c u s s i o n s  
w i t h  a n y  p e r s o n  o t h e r  t h a n  NU1 w i t h  respect t o  a n y  merger,  c o n s o l i d a t i o n  or 
o t h e r  b u s i n e s s  c o m b i n a t i o n ,  o r  w h i c h  may r e a s o n a b l y  be e x p e c t e d  t o  l e a d  t o  a 
p r o p o s a l  for  a m e r q e r ,  c o n s o l i d a t i o n  o r  o t h e r  b u s i n e s s  c o m b i n a t i o n .  V i r g i n i a  
G a s  h a s  a l s o  agreed t o  provide NU1 w i t h  d e t a i l e d  i n f o r m a t i o n  a b o u t  a n y  
i n q u i r i e s  or p r o p o s a l s ,  or i n d i c a t i o n s  of desire t o  m a k e  a p r o p o s a l ,  t h a t  i t  
receives  with r e s p e c t  t o  a merger, c o n s o l i d a t i o n  o r  o t h e r  b u s i n e s s  c o m b i n a t i o n .  

V i r g i n i a  G a s  may, h o w e v e r ,  e n g a g e  i n  d i s c u s s i o n s  w i t h  a n d  f u r n i s h  
i n f o r m a t i o n  t o  a t h i r d  p a r t y  i n  r e s p o n s e  t o  a n  u n s o l i c i t e d  w r i t t e n  proposal 
f r o m  a t h i r d  p a r t y  r e g a r d i n g  a m e r g e r ,  c o n s o l i d a t i o n  o r  o t h e r  b u s i n e s s  
c o m b i n a t i o n  t h a t  t h e  V i r g i n i a  G a s  b o a r d  has d e t e r m i n e d ,  i n  g o o d  f a i t h  a n d  i n  
t h e  e x e r c i s e  of  r e a s o n a b l e  j u d g m e n t ,  a f t e r  c o n s u l t a t i o n  with i t s  f i n a n c i a l  
a d v i s o r s ,  is a t  a h i g h e r  price a n d  m o r e  f a v o r a b l e  t o  V i r g i n i a  Gas a n d  i ts  
s t o c k h o l d e r s  t h a n  t h e  m e r g e r ,  b u t  o n l y  i f  t h e  V i r g i n i a  G a s  b o a r d  d e t e r m i n e s  i n  
good f a i t h ,  a f t e r  c o n s u l t a t i o n  w i t h  i t s  f i n a n c i a l  a d v i s o r s  a n d  o u t s i d e  
i n d e p e n d e n t  c o u n s e l ,  t h a t  t h e  f a i l u r e  t o  d o  SO w o u l d  r e s u l t  i n  a b r e a c h  o f  t h e  
V i r g i n i a  Gas b o a r d ' s  f i d u c i a r y  d u t i e s  u n d e r  appl icable  l a w .  

V i r g i n i a  G a s ' s  a c c e p t a n c e  of a t h i r d  p a r t y  p r o p o s a l  c o u l d  r e s u l t  i n  t h e  
t e r m i n a t i o n  o f  t h e  m e r g e r  a g r e e m e n t .  S e e  " - - T e r m i n a t i o n  o f  t h e  Merger 
A g r e e m e n t . "  V i r g i n i a  G a s  may t e r m i n a t e  t h e  m e r q e r  a g r e e m e n t  i f  i t  e n t e r s  i n t o  a 
b i n d i n g  w r i t t e n  a g r e e m e n t  w i t h  a t h i r d  p a r t y  r e l a t i n g  t o  a m e r g e r ,  
c o n s o l i d a t i o n  or o t h e r  b u s i n e s s  c o m b i n a t i o n .  I n  s u c h  a c i r c u m s t a n c e ,  V i r g i n i a  
Gas m u s t  n o t i f y  NU1 i n  w r i t i n g  t h a t  i t  intends t o  e n t e r  i n t o  t h e  b i n d i n g  
w r i t t e n  agreement a n d  p r o v i d e  N U 1  w i t h  t h e  m o s t  c u r r e n t  v e r s i o n  of t h e  
a g r e e m e n t .  U n d e r  t h e  m e r g e r  a g r e e m e n t ,  V i r g i n i a  G a s  may n o t  e n t e r  i n t o  s u c h  a n  
a g r e e m e n t  u n t i l  a t  l eas t  t h e  t h i r d  b u s i n e s s  d a y  a f t e r  i t  h a s  p r o v i d e d  t h e  
r e q u i r e d  n o t i c e  t o  NU1 a n d  V i r g i n i a  G a s  m u s t  n o t i f y  N U 1  promptly i f  i t s  
i n t e n t i o n  t o  e n t e r  i n t o  t h e  w r i t t e n  a g r e e m e n t  r e f e r r e d  t o  i n  i t s  n o t i f i c a t i o n  
c h a n g e s .  T h e  merqer a g r e e m e n t  w i l l  n o t  be t e r m i n a t e d  i n  c o n n e c t i o n  w i t h  a 
t h i r d - p a r t y  p r o p o s a l  i f ,  w i t h i n  t w o  b u s i n e s s  d a y s  of r e c e i v i n g  t h e  i n i t i a l  
n o t i c e  from 
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V i r g i n i a  G a s  s t a t i n g  i t s  i n t e n t i o n  t o  e n t e r  i n t o  a b i n d i n g  w r i t t e n  a g r e e m e n t  
w i t h  a t h i r d  p a r t y  r e l a t i n g  t o  a merger,  c o n s o l i d a t i o n  o r  o t h e r  b u s i n e s s  
c o m b i n a t i o n ,  N U 1  o f f e r s  t o  a m e n d  t h e  merger a g r e e m e n t  a n d  t h e  V i r g i n i a  G a s  
board d e t e r m i n e s ,  i n  g o o d  f a i t h  a f t e r  c o n s u l t a t i o n  w i t h  i t s  f i n a n c i a l  a d v i s o r s ,  
t h a t  t h e  m e r g e r  agreement a s  a m e n d e d  w o u l d  be a t  l eas t  as  f a v o r a b l e  t o  V i r g i n i a  
G a s  s t o c k h o l d e r s  a s  t h e  t h i r d - p a r t y  proposal ,  f r o m  a f i n a n c i a l  p o i n t  of v i e w .  

R e p r e s e n t a t i o n s  a n d  W a r r a n t i e s  

T h e  m e r g e r  a g r e e m e n t  c o n t a i n s  r e p r e s e n t a t i o n s  a n d  w a r r a n t i e s  made b y  e a c h  o f  
t h e  p a r t i e s  t o  t h e  a g r e e m e n t .  None of t h e s e  r e p r e s e n t a t i o n s  a n d  w a r r a n t i e s  w i l l  
s u r v i v e  b e y o n d  t h e  t i m e  t h e  m e r g e r  b e c o m e s  e f f e c t i v e .  
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The merger agreement contains customary representations and warranties of 
Virginia Gas and N U 1  as to, among other things: 

. due organization and good standing; 

. capitalization; 

. corporate authorization of the merger agreement and authorization to 
enter into the transactions contemplated thereby; 

, the binding effect of the merger agreement; 

governmental approvals required in connection with the transactions 
contemplated by the merger agreement; 

. conflicts, violations and defaults under its charter and bylaws; any 
other agreements or instruments; or any judgments, orders or laws as a 
result of the transactions contemplated by the merger agreement; 

, filings with the SEC; 

. undisclosed liabilities; 

. compllance wlth laws; 

pending actions, suits and proceedings; 

. tax matters and compliance with relevant tax laws; 
employee benefit plans; 

. brokers fees, commissions or similar fees in connection with the 
transactions Contemplated by the merger agreement; 

. accuracy of information supplled by the parties; and 

. absence of material misstatements in or omissions from the information 
supplied f o r  use in this PKOXY statement/prospectus and the related 
registration statement. 

In addition, the merger agreement contains representations and warranties by 
Virginia Gas as to, among other things: 

. t h e  required vote of Virginia Gas’s stockholders to approve the merger; 

. ownership and condition of tangible assets; 

. rights to intangible assets; 

. transactions with affiliates; 

. regulation as a utility and FERC jurisdiction; 

17 

, environmental matters; 

. labor matters; 

. the status of permits; 

. material adverse changes or effects since the end of its fiscal year 
ended December 31, 1998, except as disclosed in prior filings with the 
SEC; 

. material contracts under which the transactions contemplated by the 
merger agreement will constitute a “change of control” or require the 
consent from or the giving o f  notice to any third party; 

. receipt of a fairness opinion from its financial advisor; and 

. the applicability of state anti-takeover statutes or of anti-takeover 
provisions in Virginia Gas’s organizational documents to Virginia Gas, 
its common stock and t h e  transactions contemplated by the merger 
agreement. 
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I n  a d d i t i o n ,  NU1 r e p r e s e n t s  a n d  w a r r a n t s  i n  t h e  m e r g e r  a g r e e m e n t  t h a t  i t  i s  
a u t h o r i z e d  t o  i s s u e  t h e  n u m b e r  o f  s h a r e s  o f  i t s  common stock r e q u i r e d  t o  be 
i s s u e d  i n  c o n n e c t i o n  w i t h  t h e  m e r g e r  a n d  t h a t  t h o s e  s h a r e s ,  w h e n  i s s u e d ,  w i l l  
be v a l i d l y  i s s u e d ,  f u l l y  pa id ,  n o n a s s e s s a b l e  a n d  n o t  s u b j e c t  t o  o r  i s s u e d  i n  
v i o l a t i o n  of  a n y  p r e e m p t i v e  r i g h t s .  

T h e  r e p r e s e n t a t i o n s  a n d  w a r r a n t i e s  i n  t h e  merger a g r e e m e n t  a re  c o m p l i c a t e d  
a n d  n o t  e a s i l y  s u m m a r i z e d .  Y o u  are  u r g e d  t o  read c a r e f u l l y  t h e  a r t i c l e s  of t h e  
m e r g e r  a g r e e m e n t  e n t i t l e d  " R e p r e s e n t a t i o n s  a n d  W a r r a n t i e s  o f  NUI" and 
" R e p r e s e n t a t i o n s  a n d  W a r r a n t i e s  of V i r g i n i a  G a s . "  

C o v e n a n t s  U n d e r  t h e  M e r g e r  A g r e e m e n t  

C o n d u c t  o f  V i r g i n i a  G a s ' s  B u s i n e s s .  V i r g i n i a  G a s  ha.: a g r e e d  t h a t  u n t i l  t h e  
m e r g e r  a g r e e m e n t  i s  t e r m i n a t e d  o r  t h e  m e r g e r  becomes e f f e c t i v e ,  o r  u n l e s s  N U 1  
c o n s e n t s  i n  w r i t i n g ,  t h a t  i t  w i l l ,  a n d  w i l l  c a u s e  e a c h  o f  i t s  w h o l l y - o w n e d  
s u b s i d i a r i e s  t o ,  c o n d u c t  i t s  o p e r a t i o n s  a c c o r d i n g  t o  i t s  o r d i n a r y  a n d  u s u a l  
c o u r s e  o f  business c o n s i s t e n t  w i t h  p a s t  p rac t ice  a n d  use its r e a s o n a b l e  best 
e f f o r t s  t o  p r e s e r v e  i n t a c t  i t s  b u s i n e s s  o r g a n i z a t i o n s ,  k e e p  a v a i l a b l e  t h e  
s e r v i c e s  of  i t s  o f f i c e r s  a n d  employees a n d  p r e s e r v e  i t s  r e l a t i o n s h i p s  w i t h  
c u s t o m e r s ,  s u p p l i e r s  a n d  o t h e r s  h a v i n g  b u s i n e s s  r e l a t i o n s h i p s  w i t h  i t .  E x c e p t  
a s  o t h e r w i s e  pe rmi t t ed  o r  d i s c l o s e d  u n d e r  t h e  m e r g e r  a g r e e m e n t ,  V i r g i n i a  G a s  
a n d  i t s  w h o l l y - o w n e d  s u b s i d i a r i e s  w i l l  c o n d u c t  t h e i r  b u s i n e s s  i n  c o m p l i a n c e  
w i t h  r e s t r i c t i o n s  r e l a t i n g  t o  t h e  f o l l o w i n g :  

. i s s u i n g  c a p i t a l  s t o c k ,  s e c u r i t i e s  c o n v e r t i b l e  i n t o  s h a r e s  of c a p i t a l  
s t o c k ,  o r  r i g h t s  t o  a c q u i r e  c a p i t a l  stock; 

. a m e n d i n g  i t s  ce r t i f i ca t e  of  i n c o r p o r a t i o n  o r  b y l a w s ;  

. s p l i t t i n g ,  c o m b i n i n g  o r  r e c l a s s i f y i n g  a n y  s h a r e s  o f  i t s  c a p i t a l  s t o c k ;  

. d e c l a r i n g ,  s e t t i n g  a s i d e  o r  p a y i n g  d i v i d e n d s  or o t h e r  d i s t r i b u t i o n s ;  

. i n c r e a s i n g  p a y m e n t s  o r  d i s t r i b u t i o n s  ( o t h e r  t h a n  n o r m a l  s a l a r i e s )  t o  a n y  
d i r e c t o r ,  o f f i c e r  o r  e m p l o y e e  of V i r g i n i a  G a s ;  

. e n t e r i n g  i n t o  o r  m o d i f y i n g  c o n t r a c t s ;  

. e n t e r i n g  i n t o  e m p l o y m e n t ,  s e v e r a n c e  a n d  c o n s u l t i n g  a g r e e m e n t s ;  

. i n c r e a s i n g  t h e  c o m p e n s a t i o n  of o f f i c e r s ,  e m p l o y e e s  a n d  directors;  

. a d o p t i n g  o r  a m e n d i n g  p e n s i o n ,  w e l f a r e  a n d  o t h e r  p l a n s ,  a r r a n g e m e n t s  and 
p o l i c i e s  f o r  t h e  b e n e f i t  o f  a n y  d i r e c t o r ,  o f f i c e r  or e m p l o y e e ;  

. a c q u i r i n g  o r  d i s p o s i n g  of m a t e r i a l  assets;  

. a u t h o r i z i n g  c a p i t a l  e x p e n d i t u r e s ;  

18 

. a m e n d i n g  a c c o u n t i n g  p o l i c i e s  a n d  p r o c e d u r e s ;  

. i n c u r r i n g  or g u a r a n t e e i n g  i n d e b t e d n e s s ;  

. m a k i n g  t a x  e l e c t i o n s  a n d  s e t t l i n g  m a t e r i a l  t a x  l i a b i l i t i e s ;  

m a k i n g  a n y  f i l i n g s  t o  m a t e r i a l l y  c h a n g e  r a t e s  o n  f i l e ;  

. h o l d i n g  m e e t i n g s  o f  s t o c k h o l d e r s ;  

. t a k i n g  a n y  a c t i o n  t h a t  c o u l d  r e a s o n a b l y  be expected t o  c h a n g e  V i r g i n i a  
G a s ' s  s t a t u s  u n d e r  PUHCA; a n d  

. t a k i n g  a c t i o n s  t h a t  w o u l d  r e s u l t  i n  a n y  o f  i t s  c o n d i t i o n s  t o  c l o s i n g  n o t  
b e i n g  s a t i s f i e d .  

The c o v e n a n t s  i n  t h e  merger a g r e e m e n t  r e l a t i n g  t o  t h e  c o n d u c t  of V i r g i n i a  
G a s ' s  b u s i n e s s  are c o m p l i c a t e d  a n d  n o t  e a s i l y  s u m m a r i z e d .  You a re  u r g e d  t o  read 
carefully t h e  s e c t i o n  of t h e  m e r g e r  a g r e e m e n t  e n t i t l e d  " C o n d u c t  of t h e  
B u s i n e s s e s  o f  N U 1  a n d  V i r g i n i a  G a s . ' '  

Other C o v e n a n t s .  T h e  merger a g r e e m e n t  c o n t a i n s  a n u m b e r  of m u t u a l  c o v e n a n t s  
of V i r g i n i a  G a s  a n d  N U I ,  i n c l u d i n g  c o v e n a n t s  r e l a t i n g  t o :  
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. accuracy o f  i n f o r m a t i o n  t o  be s u p p l i e d  for i n c l u s i o n  i n  t h i s  p r o x y  
s t a t e m e n t / p r o s p e c t u s  a n d  t h e  r e l a t e d  r e g i s t r a t i o n  s t a t e m e n t ;  

. c o o p e r a t i o n  i n  o b t a i n i n g  g o v e r n m e n t a l  a p p r o v a l s  n e c e s s a r y  t o  t h e  
c o n s u m m a t i o n  of  t h e  m e r g e r ;  

. c o o p e r a t i o n  i n  t h e  p r e p a r a t i o n  a n d  f i l i n g  of t h e  r e g i s t r a t i o n  s t a t e m e n t  
a n d  t h i s  proxy s t a t . e m e n t / p r o s p e c t u s ;  

. k e e p i n g  e a c h  o t h e r  a p p r i s e d  of  t h e  o p e r a t i o n s  a n d  b u s i n e s s  prospects  of 
t h e i r  c o m p a n i e s ,  i n c l u d i n g  t h e  o c c u r r e n c e  of a n y  m a t e r i a l  a d v e r s e  e f f e c t ;  

. u s i n g  t h e i r  r e s p e c t i v e  best e f f o r t s  t o  do, o r  c a u s e  t o  be d o n e ,  a l l  
t h i n g s  r e q u i r e d  t o  c o n s u m m a t e  a n d  m a k e  e f f e c t i v e  t h e  t r a n s a c t i o n s  
c o n t e m p l a t e d  by t h e  merger a g r e e m e n t ;  

. a m e n d i n g  t h e  merger a g r e e m e n t  t o  p r o v i d e  f o r  t h e  s u b s t i t u t i o n  of N U 1  
H o l d i n g  f o r  NU1 as  t h e  i s s u e r  of  t h e  m e r g e r  c o n s i d e r a t i o n ,  i f  t h e  NU1 
h o l d i n g  c o m p a n y  r e o r g a n i z a t i o n  h a s  b e e n  completed p r i o r  t o  t h e  e f f e c t i v e  
t i m e  of t h e  m e r g e r ;  a n d  

. a m e n d i n g  t h e  m e r g e r  a g r e e m e n t  t o  p r o v i d e  f o r  t h e  m e r g e r  of V i r g i n i a  G a s  
w i t h  a n d  i n t o  t h e  w h o l l y - o w n e d  s u b s i d i a r y  o f  N U 1  H o l d i n g ,  w i t h  t h e  
s u b s i d i a r y  of NU1 H o l d i n g  a s  t h e  s u r v i v i n g  c o r p o r a t i o n ,  a t  N U I ' s  
e l e c t i o n ,  i f  t h e  N U 1  h o l d i n g  c o m p a n y  r e o r g a n i z a t i o n  h a s  b e e n  c o m p l e t e d  
p r i o r  t o  t h e  e f f e c t i v e  t i m e  of t h e  m e r g e r .  

T h e  m e r g e r  a g r e e m e n t  a l s o  c o n t a i n s  c o v e n a n t s  o f  V i r g i n i a  G a s  r e l a t i n g  t o  
a l l o w i n g  NU1 t o  p e r f o r m  c e r t a i n  e n v i r o n m e n t a l  t e s t i n g  a n d  o b t a i n i n g  s t o c k h o l d e r  
a p p r o v a l  a n d  a d o p t i o n  of  t h e  m e r g e r  a g r e e m e n t .  

I n  a d d i t i o n ,  NU1 i s  r e q u i r e d  t o  u s e  i t s  best e f f o r t s  t o  c a u s e  t h e  s h a r e s  o f  
i t s  common s t o c k  t h a t  a r e  t o  be i s s u e d  i n  t h e  m e r g e r  t o  be a p p r o v e d  f o r  l i s t i n g  
o n  t h e  NYSE, s u b j e c t  t o  o f f i c i a l  n o t i c e  o f  i s s u a n c e ,  p r i o r  t o  t h e  d a t e  o n  w h i c h  
t h e  m e r g e r  c loses .  

C o n d i t i o n s  t o  t h e  Merger 

T h e  p a r t i e s '  r e s p e c t i v e  o b l i g a t i o n s  t o  complete t h e  m e r g e r  a re  s u b j e c t  t o  
t h e  s a t i s f a c t i o n  or w a i v e r  of e a c h  of  t h e  f o l l o w i n g  c o n d i t i o n s :  

. r e q u i s i t e  a p p r o v a l  a n d  a d o p t i o n  by V i r g i n i a  G a s  s t o c k h o l d e r s  o f  t h e  
m e r g e r  a g r e e m e n t ;  

. e f f e c t i v e n e s s  of t h e  r e g i s t r a t i o n  s t a t e m e n t  f i l e d  by NU1 a n d  NU1 H o l d i n g  
i n  c o n n e c t i o n  w i t h  t h e  i s s u a n c e  o f  t h e  common s t o c k  i n  t h e  m e r g e r  a n d  n o  
s t o p  o r d e r  h a v i n g  b e e n  i s s u e d  by t h e  SEC a n d  n o t  w i t h d r a w n ;  
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. no order ,  decree o r  i n l u n c t i o n  h a v i n g  b e e n  e n a c t e d ,  e n t e r e d  o r  
p r o m u l g a t e d  t h a t  p r o h i b i t s  t h e  c o n s u m a t i o n  o f  t h e  m e r g e r ;  

. t h e  receipt of a n  o p i n i o n  f r o m  H u n t o n  & W i l l i a m s  t o  t h e  e f f e c t  t h a t  t h e  
m e r g e r  w i l l  be t rea ted  for f e d e r a l  i n c o m e  t a x  p u r p o s e s  a s  a 
r e o r g a n i z a t i o n  w i t h i n  t h e  m e a n i n g  of S e c t i o n  3 6 8 ( a )  o f  t h e  I n t e r n a l  
R e v e n u e  C o d e  a n d  t h a t  n o  g a i n  o r  10.55 w i l l  be r e c o g n i z e d  by a V i r g i n i a  
Gas s t o c k h o l d e r  u p o n  t h e  e x c h a n g e  o f  V i r g i n i a  Gas common s t o c k  f o r  NU1 o r  
NU1 H o l d i n g  common s t o c k  i n  t h e  m e r g e r ,  e x c e p t  w i t h  respect t o  c a s h  
r e c e i v e d  f o r  a f r a c t i o n a l  sha re ;  a n d  

. a n y  w a i t i n g  p e r i o d s  u n d e r  t h e  H a r t - S c o t t - R o d i n o  A n t i t r u s t  I m p r o v e m e n t s  
A c t  s h a l l  h a v e  b e e n  t e r m i n a t e d  o r  e x p i r e d  and a l l  r e q u i r e d  c o n s e n t s  s h a l l  
h a v e  b e e n  made o r  o b t a i n e d .  

T h e  o b l i g a t i o n s  o f  NU1 t o  c o n s u m m a t e  t h e  m e r g e r  a re  f u r t h e r  s u b l e c t  t o  t h e  
f o l l o w i n g  c o n d i t i o n s :  

. (1) V i r g i n i a  G a s ' s  r e p r e s e n t a t i o n s  a n d  w a r r a n t i e s  t h a t  are q u a l i f i e d  by 
m a t e r i a l i t y  m u s t  be  t r u e  a n d  correct a t  t h e  t i m e  t h e  m e r g e r  i s  t o  b e c o m e  
e f f e c t i v e  a n d  V i r g i n i a  Gas's r e p r e s e n t a t i o n s  a n d  w a r r a n t i e s  n o t  s o  
q u a l i f i e d  m u s t  be t r u e  a n d  correct i n  a l l  m a t e r i a l  respects a t  t h e  t i m e  
t h e  m e r g e r  i s  t o  become e f f e c t i v e ,  a s  i f  made at a n d  a s  o f  t h a t  t i m e ,  a n d  
( 2 )  V i r g i n i a  G a s  m u s t  h a v e  p e r f o r m e d  i n  a l l  m a t e r i a l  respects a l l  o f  i t s  
o b l i g a t i o n s  u n d e r  t h e  m e r g e r  a g r e e m e n t  r e q u i r e d  t o  be p e r f o r m e d  before  
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t h e  time of  e f f e c t i v e n e s s  o f  t h e  m e r g e r  and N U 1  m u s t  h a v e  r e c e i v e d  a 
c e r t i f i c a t e  of t h e  p r e s i d e n t  a n d  c h i e f  e x e c u t i v e  o f f i c e r  or  t h e  p r e s i d e n t  
a n d  c h i e f  f i n a n c i a l  o f f i c e r  o f  V i r g i n i a  G a s  t o  t h e  e f f e c t  t h a t  e a c h  of 
(1)  a n d  ( 2 )  h a v e  b e e n  s a t i s f i e d ;  

. d u r i n g  t h e  p e r i o d  f r o m  t h e  d a t e  o f  t h e  m e r g e r  a g r e e m e n t  t o  t h e  d a t e  o f  
t h e  c l o s i n g  o f  t h e  m e r g e r ,  t h e r e  m u s t  n o t  h a v e  o c c u r r e d  any m a t e r i a l  
a d v e r s e  c h a n g e  i n  t h e  b u s i n e s s ,  f i n a n c i a l  c o n d i t i o n  o r  r e s u l t s  of 
o p e r a t i o n s  of V i r g i n i a  G a s  a n d  i t s  s u b s i d i a r i e s ,  t a k e n  a s  a w h o l e ;  

. t h e  C h a n g e  of C o n t r o l  A g r e e m e n t ,  by a n d  among P h c h a e l  L .  E d w a r d s  a n d  
V i r g i n i a  Gas,  s h a l l  be i n  f u l l  f o r c e  and  e f f e c t  i n  a c c o r d a n c e  w i t h  i t s  
t e r m s .  See " - - I n t e r e s t s  of V i r g i n i a  G a s ' s  D i r e c t o r s  a n d  O f f i c e r s  i n  t h e  
M e r g e r ;  I' 

. t h e  C o n t r a c t  o f  S a l e ,  dated J u n e  13, 2000, by a n d  b e t w e e n  t h e  Town o f  
S a l t v i l l e ,  V i r g i n i a ,  t h e  S a l t v i l l e  I n d u s t r i a l  D e v e l o p m e n t  A u t h o r i t y  and  
V i r g i n i a  Gas, r e l a t i n g  t o  t h e  p u r c h a s e  of c e r t a i n  r e a l  p r o p e r t y ,  a n d  t h e  
release of l e a s e h o l d  r i g h t s  w i t h  respect t o  c e r t a i n  rea l  p rope r ty ,  
located i n  S a l t v i l l e ,  V i r g i n i a ,  s h a l l  h a v e  b e e n  c o n s u m m a t e d  o r  be i n  f u l l  
f o r c e  a n d  e f f e c t  i n  a c c o r d a n c e  w i t h  i t s  terms; a n d  

. n o  d e f a u l t  s h a l l  e x i s t  w i t h  respect t o  t h e  F i r m  P i p e l i n e  S e r v i c e  
A g r e e m e n t s  w i t h  R o a n o k e  G a s  Company a n d  U n i t e d  C i t i e s  G a s  Company. 

T h e  o b l i g a t i o n s  o f  V i r g i n i a  G a s  t o  c o n s u m m a t e  t h e  m e r g e r  are f u r t h e r  
s u b j e c t  t o  t h e  f o l l o w i n g  c o n d i t i o n s :  

(1)  t h e  r e p r e s e n t a t i o n s  a n d  w a r r a n t i e s  m a d e  by NU1 t h a t  are q u a l i f i e d  by 
m a t e r i a l i t y  m u s t  be t r u e  a n d  c o r r e c t  a t  t h e  t i m e  t h e  merger i s  t o  b e c o m e  
e f f e c t i v e  a n d  N U I ' s  r e p r e s e n t a t i o n s  a n d  w a r r a n t i e s  n o t  s o  q u a l i f i e d  m u s t  
be t r u e  a n d  correct i n  a l l  m a t e r i a l  respects a t  t h e  t i m e  t h e  m e r g e r  i s  t o  
b e c o m e  e f f e c t i v e ,  a s  i f  m a d e  a t  a n d  a s  o f  t h a t  t i m e ,  and ( 2 )  NU1 m u s t  
h a v e  p e r f o r m e d  i n  a l l  mater ia l  respects a l l  of its o b l i g a t i o n s  u n d e r  t h e  
merger a g r e e m e n t  r e q u i r e d  t o  be p e r f o r m e d  b e f o r e  t h e  t i m e  of  
e f f e c t i v e n e s s  o f  t h e  m e r g e r  a n d  V i r g i n i a  G a s  m u s t  h a v e  r e c e i v e d  a 
c e r t i f i c a t e  of t h e  p r e s i d e n t  a n d  c h i e f  e x e c u t i v e  o f f i c e r  o r  s e n i o r  v i c e  
p r e s i d e n t  a n d  c h i e f  o p e r a t i n g  o f f i c e r  o f  NU1 t o  t h e  e f f e c t  t h a t  e a c h  of  
(1)  a n d  ( 2 )  h a v e  b e e n  s a t i s f i e d ;  

d u r i n g  t h e  p e r i o d  f r o m  t h e  da te  o f  t h e  m e r g e r  a g r e e m e n t  t o  t h e  d a t e  o f  
t h e  c l o s i n g  of  t h e  m e r g e r ,  t h e r e  m u s t  n o t  h a v e  o c c u r r e d  a n y  m a t e r i a l  
a d v e r s e  c h a n g e  i n  t h e  b u s i n e s s ,  f i n a n c i a l  c o n d i t i o n  o r  r e s u l t s  o f  
o p e r a t i o n s  of NU1 a n d  i t s  s u b s i d i a r i e s ,  t a k e n  as  a w h o l e ;  a n d  

V i r g i n i a  G a s  m u s t  h a v e  r e c e i v e d  a s a t i s f a c t o r y  o p i n i o n  o f  CIBC a s  t o  t h e  
f a i r n e s s  o f  t h e  e x c h a n g e  r a t i o  c o n t e m p l a t e d  by t h e  m e r g e r  a g r e e m e n t ,  f r o m  
a f i n a n c i a l  p o i n t  o f  view, t o  t h e  s t o c k h o l d e r s  of V i r g i n i a  G a s .  

20 

I n d e m n i f i c a t i o n  a n d  I n s u r a n c e  o f  Directors a n d  O f f i c e r s  

T h e  m e r g e r  a g r e e m e n t  p r o v i d e s  t h a t  NU1 w i l l  c a u s e  V i r g i n i a  G a s ,  a s  t h e  
s u r v i v i n g  c o r p o r a t i o n  i n  t h e  m e r g e r ,  t o  m a i n t a i n  a l l  r i g h t s  of i n d e m n i f i c a t i o n  
e x i s t i n g  i n  f a v o r  o f  t h e  d i r e c t o r s  a n d  o f f i c e r s  of V i r g i n i a  G a s ,  on t e r m s  n o  
less f a v o r a b l e  t h a n  t h o s e  a v a i l a b l e  o n  t h e  da te  o f  t h e  merger a g r e e m e n t ,  a n d  t o  
m a i n t a i n  t h e  e x i s t i n g  d i r e c t o r s '  a n d  o f f i c e r s '  l i a b i l i t y  i n s u r a n c e  p o l i c y  f o r  a 
per iod o f  s i x  years  f r o m  t h e  date  of t h e  m e r g e r  a g r e e m e n t .  S e e  " - - I n t e r e s t s  o f  
V i r g i n i a  G a s ' s  Directors a n d  O f f i c e r s  i n  t h e  M e r g e r . ' '  

T e r m i n a t i o n  o f  t h e  M e r g e r  A g r e e m e n t  

T h e  m e r g e r  a g r e e m e n t  may be t e r m i n a t e d ,  a n d  t h e  t r a n s a c t i o n s  c o n t e m p l a t e d  b y  
t h e  m e r g e r  a g r e e m e n t  a b a n d o n e d ,  a t  a n y  t i m e  p r i o r  t o  t h e  c l o s i n g  o f  t h e  m e r g e r ,  
w h e t h e r  b e f o r e  or a f t e r  a p p r o v a l  o f  t h e  merger a g r e e m e n t  by V i r g i n i a  G a s  
s t o c k h o l d e r s :  

. by m u t u a l  w r l t t e n  a g r e e m e n t  o f  N U 1  a n d  V i r g i n i a  G a s ;  

. by e i t h e r  N U 1  o r  V i r g i n i a  G a s  i f  t h e  m e r g e r  h a s  n o t  b e c o m e  e f f e c t i v e  o n  
o r  b e f o r e  December 31, 2000 ( o r  J u n e  13, 2001,  i n  t h e  e v e n t  t h a t  c e r t a i n  
c o n d i t i o n s  t o  t h e  m e r g e r  h a v e  n o t  b e e n  m e t  a n d  t h e  p a r t i e s  a re  w o r k i n g  
d i l i g e n t l y  t o  s a t i s f y  t h o s e  c o n d i t i o n s ) ,  e x c e p t  t h a t  t h e  r i g h t  t o  
t e r m i n a t e  t h e  m e r g e r  a g r e e m e n t  f o r  t h i s  r e a s o n  i s  n o t  a v a i l a b l e  t o  a n y  
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p a r t y  w h o s e  f a i l u r e  t o  f u l f i l l  a n y  o b l i g a t i o n  u n d e r  t h e  m e r g e r  a q r e e m e n t  
h a s  been t h e  c a u s e  o f  o r  r e s u l t e d  i n  t h e  f a i l u r e  o f  t h e  m e r g e r  t o  b e c o m e  
e f f e c t i v e  by s u c h  t i m e ;  

. by NU1 o r  V i r g i n i a  G a s  i f  t h e r e  i s  a n y  f i n a l ,  n o n a p p e a l a b l e  g o v e r n m e n t a l  
order  or  o t h e r  a c t i o n  r e s t r a i n i n g ,  e n l o i n i n q  or o t h e r w i s e  p r o h i b i t i n g  t h e  
m e r g e r ;  

by NU1 if t h e  m e r g e r  a g r e e m e n t  f a i l s  t o  r e c e i v e  t h e  r e q u i s i t e  v o t e  by 
V i r g i n i a  Gas s t o c k h o l d e r s  a t  t h e  a n n u a l  m e e t i n g ;  

. by V i r g i n i a  G a s  i f  i t  e n t e r s  i n t o  a b i n d i n g  w r i t t e n  a g r e e m e n t  w i t h  a 
t h i r d  p a r t y  c o n c e r n i n g  a t r a n s a c t i o n  t h a t  t h e  V i r g i n i a  G a s  board 
d e t e r m i n e s ,  in g o o d  f a i t h  a n d  i n  t h e  exercise of  r e a s o n a b l e  j u d g m e n t ,  i s  
a t  a h i g h e r  p r i c e  a n d  m o r e  f a v o r a b l e  t o  V i r g i n i a  G a s  a n d  i t s  s t o c k h o l d e r s  
t h a n  t h e  m e r g e r  a g r e e m e n t ,  p r o v i d e d  t h a t :  

- - V i r g i n i a  G a s  compl ies  w i t h  r e q u i r e m e n t s  t o  n o t i f y  NU1 of i t s  i n t e n t  to 
e n t e r  i n t o  t h e  t h i r d - p a r t y  a g r e e m e n t ;  

--NU1 does n o t  m a k e ,  w i t h i n  t w o  b u s i n e s s  days of r e c e i v i n g  n o t i c e  f r o m  
V i r g i n i a  G a s ,  a n  o f f e r  t o  a m e n d  t h e  m e r g e r  a g r e e m e n t  t h a t  t h e  V i r g i n i a  
G a s  b o a r d  d e t e r m i n e s ,  i n  g o o d  f a i t h  a f t e r  c o n s u l t a t i o n  w i t h  i t s  
f i n a n c i a l  a d v i s o r s ,  w o u l d  make  t h e  m e r g e r  a g r e e m e n t  a s  a m e n d e d  a t  l e a s t  
a s  f a v o r a b l e  t o  V i r g i n i a  Gas s t o c k h o l d e r s  a s  t h e  t h i r d - p a r t y  proposal ,  
f r o m  a f i n a n c i a l  p o i n t  of v i e w ;  a n d  

- - V i r g i n i a  G a s  pays a n y  t e r m i n a t i o n  fees r e q u i r e d  u n d e r  t h e  m e r g e r  
a g r e e m e n t ;  

. by V i r g i n i a  Gas i €  NU1 m a t e r i a l l y  b r e a c h e s  a n y  of i t s  r e p r e s e n t a t i o n s ,  
w a r r a n t i e s ,  c o v e n a n t s  o r  o t h e r  a g r e e m e n t s  c o n t a i n e d  i n  t h e  m e r g e r  
a g r e e m e n t ,  w h i c h  b r e a c h  is  n o t  c u r e d  w i t h i n  t e n  b u s i n e s s  days a f t e r  NU1 
r e c e i v e s  n o t i c e  o f  s u c h  b r e a c h  f r o m  V i r g i n i a  G a s ;  

. by NU1 if t h e  a v e r a g e  t r a d i n g  price o f  NU1 common stock d u r i n g  t h e  2 0  
t r a d i n g - d a y  pe r iod  e n d i n g  o n  t h e  s e v e n t h  t r a d i n g  day p r i o r  t o  t h e  c l o s i n g  
o f  t h e  m e r g e r  i s  less t h a n  $ 1 9 . 0 0  a n d  N U 1  p r o v i d e s  w r i t t e n  n o t i c e  o f  
t e r m i n a t i o n  t o  V i r g i n i a  G a s  p r i o r  t o  t h e  c lose  o f  b u s i n e s s  o n  t h e  s e c o n d  
t r a d i n g  day f o l l o w i n g  t h e  e n d  o f  t h e  20 t r a d i n g - d a y  period; 

. by N U 1  if V i r g i n i a  G a s  m a t e r i a l l y  b r e a c h e s  a n y  of i t s  r e p r e s e n t a t i o n s ,  
w a r r a n t i e s ,  c o v e n a n t s  o r  o t h e r  a g r e e m e n t s  c o n t a i n e d  i n  t h e  merger 
a g r e e m e n t ,  w h i c h  b r e a c h  i s  n o t  c u r e d  w i t h i n  t e n  b u s i n e s s  days a f t e r  
V i r g i n i a  Gas r e c e i v e s  n o t i c e  o f  s u c h  b r e a c h  from N U I ;  

. by N U 1  i f  t h e  V i r g i n i a  G a s  board w i t h d r a w s  o r  a d v e r s e l y  m o d i f i e s  i t s  
a p p r o v a l  o r  r e c o m m e n d a t i o n  of t h e  m e r g e r  a g r e e m e n t ;  a n d  

21 

. by N U 1  i f  NU1 h a s  r e q u e s t e d  t h e  r i g h t  t o  c o n d u c t  e n v i r o n m e n t a l  
i n v e s t i g a t i o n s  o n  p r o p e r t i e s  o f  V i r g i n i a  G a s  i n  a d d i t i o n  t o  p r o p e r t i e s  
i d e n t i f i e d  i n  t h e  m e r g e r  a g r e e m e n t  a n d  V i r g i n i a  G a s  e lects  t o  d e n y  s u c h  
access. 

I n  the e v e n t  of t h e  t e r m i n a t i o n  of  t h e  merger a g r e e m e n t  a s  d e s c r i b e d  a b o v e ,  
no p r o v i s i o n  of  t h e  m e r g e r  a g r e e m e n t  w i l l  s u r v i v e  o t h e r  t h a n  p r o v i s i o n s  
r e l a t i n g  t o  t h e  o b l i g a t i o n  of NU1 t o  k e e p  c o n f i d e n t i a l  a n d  n o t  t o  u s e  c e r t a i n  
i n f o r m a t i o n  o b t a i n e d  from V i r g i n i a  G a s  a n d  e a c h  p a r t y ' s  o b l i g a t i o n  t o  pay a 
t e r m i n a t i o n  fee  t o  t h e  o t h e r  p a r t y  i n  c e r t a i n  c i r c u m s t a n c e s  described b e l o w .  

T e r m i n a t i o n  F e e s  a n d  E x p e n s e s  

P u r s u a n t  t o  t h e  m e r g e r  a g r e e m e n t ,  V i r g i n i a  Gas m u s t  promptly pay N U 1  (1) a 
t e r m i n a t i o n  f e e  o f  $ 2 . 5  m i l l i o n ,  p l u s  a n  amount  e q u a l  t o  .04 t i m e s  a n y  
a d d i t i o n a l  o u t s t a n d i n g  debt i n c u r r e d  by V i r g i n i a  G a s  f o l l o w i n g  t h e  da te  o f  t h e  
m e r g e r  a g r e e m e n t  and  ( 2 )  a l l  d o c u m e n t e d  o u t - o f - p o c k e t  e x p e n s e s  i n c u r r e d  by NU1 
i n  c o n n e c t i o n  w i t h  t h e  merger a g r e e m e n t  a n d  t h e  m e r g e r  i f  t h e  m e r g e r  a g r e e m e n t  
i s  t e r m i n a t e d :  

, b e c a u s e  o f  the f a i l u r e  o f  V i r g i n i a  G a s  s t o c k h o l d e r s  t o  a p p r o v e  a n d  adopt 
t h e  m e r g e r  a g r e e m e n t ;  

. by V i r g i n i a  G a s  i f  V i r g i n i a  G a s  accepts  a t h i r d - p a r t y  a c q u i s i t i o n  
proposal  ; 
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. by N U 1  b e c a u s e  o f  V i r g i n i a  G a s ' s  u n c u r e d  b r e a c h  of  a r e p r e s e n t a t i o n ,  
w a r r a n t y ,  c o v e n a n t  o r  o t h e r  a g r e e m e n t  c o n t a i n e d  i n  t h e  m e r g e r  a g r e e m e n t ;  

. by N U 1  i f  t h e  m e r q e r  h a s  n o t  b e e n  c o n s u m m a t e d  p r i o r  t o  D e c e m b e r  31, 2000 
(or J u n e  13, 2001,  i n  t h e  e v e n t  t h a t  s p e c i f i e d  c o n d i t i o n s  t o  t h e  m e r g e r  
h a v e  n o t  b e e n  m e t  a n d  t h e  p a r t i e s  a re  w o r k i n g  d i l i g e n t l y  t o  s a t i s f y  t h o s e  
c o n d i t i o n s ) ,  d u e  t o  V i r g i n i a  Gas's f a i l u r e  t o  p e r f o r m  i t s  o b l i g a t i o n s  
u n d e r  t h e  m e r g e r  a g r e e m e n t ;  o r  

. by N U 1  i f  t h e  V i r g i n i a  Gas b o a r d  w i t h d r a w s  o r  a d v e r s e l y  m o d i f i e s  i t s  
r e c o m m e n d a t i o n  o f  t h e  m e r g e r  a g r e e m e n t .  

P u r s u a n t  t o  t h e  m e r g e r  a g r e e m e n t ,  V i r g i n i a  G a s  m u s t  p r o m p t l y  pay NU1 a l l  
d o c u m e n t e d  o u t - o f - p o c k e t  e x p e n s e s  i n c u r r e d  by N U 1  i n  t h e  e v e n t  t h a t  N U 1  
t e r m i n a t e s  t h e  m e r g e r  a g r e e m e n t  b e c a u s e  NU1 r e q u e s t s  acce3s t o  l o c a t i o n s  n o t  
i d e n t i f i e d  i n  t h e  m e r g e r  a g r e e m e n t  t o  c o n d u c t  e n v i r o n m e n t a l  i n v e s t i g a t i o n s  a n d  
V i r g i n i a  G a s  e lec ts  t o  d e n y  s u c h  access .  

P u r s u a n t  t o  t h e  m e r g e r  a g r e e m e n t ,  N U 1  m u s t  p r o m p t l y  pay V i r g i n i a  G a s  a 
t e r m i n a t i o n  fee of $ 2 . 5  m i l l i o n  a n d  a l l  d o c u m e n t e d  o u t - o f - p o c k e t  e x p e n s e s  
i n c u r r e d  by V i r g i n i a  G a s  i n  c o n n e c t i o n  w i t h  t h e  merger a g r e e m e n t  a n d  t h e  m e r g e r  
i f  t h e  m e r g e r  a g r e e m e n t  is t e r m i n a t e d :  

. by V i r g i n i a  G a s  b e c a u s e  o f  N U I ' s  u n c u r e d  b r e a c h  o f  a r e p r e s e n t a t i o n ,  
w a r r a n t y ,  c o v e n a n t  o r  o t h e r  a g r e e m e n t  c o n t a i n e d  i n  t h e  m e r g e r  a g r e e m e n t ;  
o r  

. by V i r g i n i a  G a s  if t h e  merger h a s  n o t  b e e n  c o n s u m m a t e d  p r i o r  t o  D e c e m b e r  
31, 2000 ( o r  J u n e  13, 2001,  i n  t h e  e v e n t  t h a t  s p e c i f i e d  c o n d i t i o n s  t o  t h e  
m e r g e r  h a v e  n o t  b e e n  m e t  a n d  t h e  p a r t i e s  a re  w o r k i n g  d i l i g e n t l y  t o  
s a t i s f y  t h o s e  c o n d i t i o n s ) ,  d u e  t o  NUI's f a i l u r e  t o  p e r f o r m  i t s  
o b l i g a t i o n s  u n d e r  t h e  m e r g e r  a g r e e m e n t .  

Upon receipt of t h e  t e r m i n a t i o n  p a y m e n t s ,  n e i t h e r  p a r t y  w i l l  be e n t i t l e d  t o  
s e e k  o t h e r  d a m a g e s  o r  r e m e d i e s  f r o m  t h e  o t h e r  p a r t y  i n  c o n n e c t i o n  w i t h  t h e  
m e r g e r  a g r e e m e n t .  E x c e p t  i n  c o n n e c t i o n  w i t h  t h e  t e r m i n a t i o n  fees  described 
a b o v e ,  i f  t h e  merger a g r e e m e n t  i s  n o t  c o n s u m m a t e d ,  N U 1  a n d  V i r g i n i a  G a s  w i l l .  
e a c h  bear t h e i r  r e s p e c t i v e  l e g a l  f e e s  a n d  e x p e n s e s .  

Mater ia l  F e d e r a l  I n c o m e  T a x  C o n s e q u e n c e s  

E a c h  V i r g i n i a  G a s  s t o c k h o l d e r  s h o u l d  c o n s u l t  w i t h  h i s  or  h e r  own t a x  a d v i s o r  
a b o u t  t h e  t a x  c o n s e q u e n c e s  o f  t h e  m e r g e r  i n  l i g h t  o f  h i s  or  h e r  i n d i v i d u a l  
c i r c u m s t a n c e s ,  i n c l u d i n g  t h e  a p p l i c a t i o n  of a n y  f e d e r a l ,  s t a t e ,  loca l  o r  
f o r e i g n  l a w .  

2 2  

T h e  f o l l o w i n g  s u m m a r i z e s  t h e  m a t e r i a l  f e d e r a l  i n c o m e  t a x  c o n s e q u e n c e s  of  t h e  
m e r g e r  t o  V i r g i n i a  G a s  s t o c k h o l d e r s .  T h i s  s u m m a r y  i s  based o n  c u r r e n t  l a w ,  
w h i c h  i s  s u b j e c t  t o  c h a n g e  a t  a n y  time, poss ib ly  w i t h  r e t r o a c t i v e  e f f e c t .  T h i s  
s u m m a r y  is n o t  a c o m p l e t e  d e s c r i p t i o n  o f  a l l  t a x  c o n s e q u e n c e s  o f  t h e  m e r g e r  
a n d ,  i n  p a r t i c u l a r ,  may n o t  a d d r e s s  f e d e r a l  i n c o m e  t a x  c o n s e q u e n c e s  a p p l i c a b l e  
t o  y o u  i f  y o u  a re  s u b j e c t  t o  s p e c i a l  t r e a t m e n t  u n d e r  federal  i n c o m e  t a x  l a w .  I n  
a d d i t i o n ,  t h i s  s u m m a r y  does n o t  add res s  t h e  t a x  c o n s e q u e n c e s  o f  t h e  m e r g e r  
u n d e r  app l i cab le  s ta te ,  l o c a l  o r  f o r e i g n  l a w s .  

I t  i s  a c o n d i t i o n  t o  t h e  c o n s u m m a t i o n  o f  t h e  merger t h a t  V i r g i n i a  G a s  a n d  
NU1 r e c e i v e  t h e  o p i n i o n  of H u n t o n  & W i l l i a m s ,  c o u n s e l  t o  N U I ,  t h a t  t h e  merger 
w i l l  q u a l i f y  as  a r e o r g a n i z a t i o n  w i t h i n  t h e  meaning of S e c t i o n  368(a) o f  t h e  
I n t e r n a l  R e v e n u e  C o d e .  T h e  o p i n i o n  o f  H u n t o n  & W i l l i a m s  w i l l  be based o n  
c u s t o m a r y  a s s u m p t i o n s  a n d  r e p r e s e n t a t i o n s .  H u n t o n  & W i l l i a m s '  o p i n i o n  w i l l  
r e p r e s e n t  i t s  best  l e g a l  j u d g m e n t  a n d  i s  n o t  b i n d i n g  o n  t h e  I n t e r n a l  R e v e n u e  
S e r v i c e  or a n y  c o u r t .  I f  t h e  m e r g e r  q u a l i f i e s  a s  a r e o r g a n i z a t i o n :  

. n o  g a i n  o r  loss  w i l l  be r e c o g n i z e d  by V i r g i n i a  G a s  u p o n  c o n s u m m a t i o n  of 
t h e  m e r g e r ;  

. n o  g a i n  o r  l o s s  w i l l  be r e c o g n i z e d  by a V i r g i n i a  G a s  s t o c k h o l d e r  u p o n  t h e  
e x c h a n g e  of  V i r g i n i a  G a s  common s t o c k  f o r  N U 1  o r  N U 1  H o l d i n g  common s t o c k  
i n  t h e  m e r g e r ,  e x c e p t  w i t h  respect t o  c a s h  r e c e i v e d  for a f r a c t i o n a l  
s h a r e ;  

, t h e  a g g r e g a t e  b a s i s  o f  t h e  s h a r e s  o f  N U 1  o r  N U 1  H o l d i n g  common s t o c k  
r e c e i v e d  by a V i r g i n i a  G a s  s t o c k h o l d e r  i n  t h e  m e r g e r ,  i n c l u d i n g  a n y  
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f r a c t i o n a l  s h a r e  f o r  w h i c h  t h e  s t o c k h o l d e r  r e c e i v e s  c a s h ,  w i l l  be t h e  
s a m e  a s  t h e  a g g r e g a t e  b a s i s  of t h e  s h a r e s  o f  V i r g i n i a  G a s  common s t o c k  
s u r r e n d e r e d  i n  e x c h a n g e ;  

. t h e  h o l d i n g  per iod o f  t h e  s h a r e s  o f  N U 1  o r  NU1 H o l d i n g  common s t o c k  
r e c e i v e d  by a V i r g i n i a  G a s  s t o c k h o l d e r  i n  t h e  m e r q e r  w i l l  i n c l u d e  t h e  
h o l d i n g  p e r i o d  o f  t h e  s h a r e s  of V i r g i n i a  G a s  common s t o c k  s u r r e n d e r e d  i n  
e x c h a n g e ,  i f  t h e y  are h e l d  a s  a c a p i t a l  asset  a t  t h e  e f f e c t i v e  t i m e  o f  
t h e  m e r g e r ;  a n d  

. a V i r g i n i a  G a s  s t o c k h o l d e r  who r e c e i v e s  c a s h  f o r  a n y  f r a c t i o n a l  s h a r e  o f  
N U 1  o r  NU1 H o l d i n g  common s t o c k  w i l l  r e c o g n i z e  g a i n  o r  loss e q u a l  t o  t h e  
d i f f e r e n c e  b e t w e e n  t h e  a m o u n t  of c a s h  r e c e i v e d  a n d  t h e  V i r g i n i a  G a s  
s t o c k h o l d e r ' s  b a s i s  i n  t h e  f r a c t i o n a l  s h a r e .  T h a t  b a s i s  w i l l  be a n  
a l l o c a b l e  p o r t i o n  o f  t h e  a g g r e g a t e  b a s i s  o f  the NU1 o r  NU1 H o l d i n g  common 
s t o c k  descr ibed a b o v e .  

I f  t h e  m e r g e r  does n o t  q u a l i f y  a s  a r e o r g a n i z a t i o n ,  t h e  e x c h a n g e  o f  s t o c k  i n  
t h e  m e r g e r  w o u l d  be t axab le  t o  V i r g i n i a  G a s  s t o c k h o l d e r s .  

I n t e r e s t s  o f  V i r g i n i a  Gas's Direc to r s  a n d  O f f i c e r s  i n  t h e  M e r g e r  

V i r g i n i a  G a s  s t o c k h o l d e r s  s h o u l d  be a w a r e  t h a t  t h e  d i r e c t o r s  a n d  o f f i c e r s  o f  
V i r g i n i a  G a s  h a v e  stock o p t i o n  a g r e e m e n t s  a n d ,  i n  t h e  case o f  V i r g i n i a  G a s ' s  
o f f i c e r s ,  e m p l o y m e n t  a g r e e m e n t s ,  t h a t  g i v e  t h e m  i n t e r e s t s  i n  t h e  merger t h a t  
are d i f f e r e n t  f r o m ,  or i n  a d d i t i o n  t o ,  t h o s e  o f  o t h e r  V i r g i n i a  G a s  
s t o c k h o l d e r s .  I n  a d d i t i o n ,  c e r t a i n  a s p e c t s  o f  t h e  m e r g e r  a g r e e m e n t  w i l l  i n u r e  
t o  t h e  b e n e f i t  of t h e s e  i n d i v i d u a l s .  S p e c i f i c a l l y ,  

. T h e  d i r e c t o r s '  a n d  o f f i c e r s '  s t o c k  o p t i o n  a g r e e m e n t s  h a v e  b e e n  a m e n d e d  t o  
p r o v i d e  t h a t  t h e y  w i l l  be c o n v e r t e d  when t h e  merger t a k e s  e f f e c t  i n t o  t h e  
r i g h t  t o  r e c e i v e  c a s h  i n  a n  a m o u n t  t h a t  a p p r o x i m a t e s  t h e  v a l u e  of s u c h  
a w a r d s .  T h e s e  o p t i o n s  h a v e  a per s h a r e  e x e r c i s e  p r i c e  o f  $ 4 . 1 2 5  a n d  w o u l d  
o t h e r w i s e  e x p i r e  o n  O c t o b e r  1, 2008. A s  a m e n d e d ,  t h e y  w i l l  be t e r m i n a t e d  
a s  of t h e  e f f e c t i v e  t i m e  o f  t h e  m e r g e r  a n d  c o n v e r t e d  i n t o  t h e  r i g h t  t o  
r e c e i v e  $1.00 i n  c a s h  f r o m  N U 1  o r  N U 1  H o l d i n g ,  a s  a p p l i c a b l e .  T h e  
V i r g i n i a  G a s  board b e l i e v e s ,  based o n  s e v e r a l  o p t i o n  v a l u a t i o n  a n a l y s e s ,  
t h a t  $ 1 . 0 0  per o p t i o n  i s  a r e a s o n a b l e  a p p r o x i m a t i o n  of t h e  v a l u e  of  t h e s e  
o p t i o n s .  T h e r e  a r e  245 ,000  o p t i o n s  a f f e c t e d  by t h e s e  a m e n d m e n t s .  Messrs. 
Rogers, A l l e n  a n d  C r e n s h a w  e a c h  h o l d  60,000 of  s u c h  o p t i o n s  for a t o t a l  
of 180,000 o p t i o n s .  T h e  e x e c u t i v e  o f f i c e r s  o f  V i r g i n i a  G a s  a s  a g r o u p  
h o l d  65,000 o f  s u c h  o p t i o n s .  

. On May 2 3 ,  1 9 9 6 ,  V i r g i n i a  G a s  e n t e r e d  i n t o  a t e n - y e a r  e m p l o y m e n t  
a g r e e m e n t  w i t h  Mr. E d w a r d s ,  w h i c h  p r o v i d e s  for an a n n u a l  sa la ry  o f  
$155,000. M r .  E d w a r d s  is a l s o  e n t i t l e d  t o  r e c e i v e  a n n u a l  b o n u s e s  u n d e r  
t h i s  a g r e e m e n t  c o m p u t e d  o n  t h e  b a s i s  of  1 0  p e r c e n t  o f  V i r g i n i a  G a s ' s  pre- 
t a x  e a r n i n g s  

2 3  

o n  a l l  a m o u n t s  f r o m  $1,000,000 t o  $ 1 , 9 9 9 , 9 9 9  a n d  15 p e r c e n t  o f  V i r g i n i a  
G a s ' s  pre- tax e a r n i n g s  o n  all a m o u n t s  i n  excess of  $2,000,000. T h e  
a g r e e m e n t  p r o v i d e s  t h a t ,  i n  t h e  e v e n t  M r .  Edwards' e m p l o y m e n t  i s  
t e r m i n a t e d  by V i r g i n i a  G a s  f o r  a n y  r e a s o n  o t h e r  t h a n  f o r  c a u s e  d u r i n g  t h e  
t e r m  of  t h e  e m p l o y m e n t  a g r e e m e n t ,  a t  t h e  e l e c t i o n  o f  M r .  E d w a r d s ,  
V i r g i n i a  G a s  w i l l  be o b l i g a t e d  t o  p u r c h a s e  a l l  o r  a p o r t i o n  of t h e  s h a r e s  
h e l d  by h i m  a n d / o r  h i s  w i f e  a t  a price e q u a l  t o  150 pe rcen t  o f  t h e  m a r k e t  
v a l u e  o f  V i r g i n i a  Gas's s h a r e s  o n  t h e  d a t e  of  t e r m i n a t i o n .  I n  a d d i t i o n ,  
V i r g i n i a  Gas w i l l  be o b l i g a t e d  t o  pay Mr. E d w a r d s  a l u m p  s u m  a m o u n t  
r e p r e s e n t i n g  a l l  s a l a r y  payable t o  M r .  E d w a r d s  t h r o u g h  t h e  t e r m  of t h e  
e m p l o y m e n t  a g r e e m e n t ,  p l u s  a n  a d d i t i o n a l  $ 2 , 0 0 0 , 0 0 0 .  B a s e d  on  t h e  
p r o v i s i o n s  of t h i s  e m p l o y m e n t  a g r e e m e n t ,  a n  a s s u m e d  $ 4 . 0 0  per s h a r e  
market p r ice  for V i r g i n i a  G a s ' s  common s t o c k  a n d  a h y p o t h e t i c a l  
t e r m i n a t i o n  of M r .  E d w a r d s '  e m p l o y m e n t  w i t h o u t  c a u s e  d u r i n g  t h e  f o u r t h  
q u a r t e r  o f  2000, M r .  E d w a r d s  w o u l d  be e n t i t l e d  t o  r e c e i v e  a p a y m e n t  o f  
a p p r o x i m a t e l y  $ 5 , 3 0 0 , 0 0 0  i n  c o n n e c t i o n  w i t h  t h e  t e r m i n a t i o n  o f  h i s  
e m p l o y m e n t .  

N o t w i t h s t a n d i n g  t h e  f o r e g o i n g ,  u n d e r  t h e  C h a n g e  of C o n t r o l  A g r e e m e n t  t h a t  
Mr. E d w a r d s  e n t e r e d  i n t o  w i t h  V i r g i n i a  G a s  o n  J u n e  13, 2000, M r .  E d w a r d s  
a g r e e d  t o  t h e  t e r m i n a t i o n  o f  h i s  e m p l o y m e n t  a g r e e m e n t  a n d  t o  r e s i g n  f rom 
h i s  p o s i t i o n s  w i t h  V i r g i n i a  G a s  a n d  i t s  s u b s i d i a r i e s  w h e n  t h e  m e r g e r  
o c c u r s  i n  e x c h a n g e  f o r  a p a y m e n t  i n  a n  a m o u n t  e q u a l  t o  t h e  p r o d u c t  of ( x )  
t h e  sum o f  h i s  a n n u a l  base s a l a r y  i n  effect  i m m e d i a t e l y  b e f o r e  t h e  
e f f e c t i v e  t i m e  of t h e  merger, p l u s  t h e  a m o u n t  of h i s  largest b o n u s  i n  t h e  

http: Ilccbn. tenkwizard. com/print . php?repo=tenk&i page= 1 22 1 03 3&attach=ON&doc= 1 5/16/2002 



10k Wizard: SEC Filings Page 42 of 134 

f i v e  f i s c a l  y e a r s  t h e n  m o s t  r e c e n t l y  e n d e d ,  m u l t i p l i e d  by ( y )  t h r e e .  
A s s u m i n g  t h e  e f f e c t i v e  t i m e  of t h e  merger o c c u r s  d u r i n g  t h e  f o u r t h  
q u a r t e r  of 2000, Mr. E d w a r d s  w i l l  be e n t i t l e d  t o  $615,000 u n d e r  t h i s  
a g r e e m e n t .  I n  a d d i t i o n ,  M r .  E d w a r d s  is  e n t i t l e d ,  f o r  t w o  y e a r s  a f t e r  t h e  
e f f e c t i v e  t i m e  o f  t h e  m e r g e r ,  t o  p a r t i c i p a t e  i n  V i r g i n i a  G a s ' s  h e a l t h  a n d  
o t h e r  b e n e f i t  p l a n s  a s  i n  e f f e c t  a t  t h e  t i m e  o f  t h e  m e r g e r .  I n  t h e  e v e n t  
t h a t  a n y  p a y m e n t s  made  t o  M r .  E d w a r d s  are d e t e r m i n e d  t o  be " e x c e s s  
p a r a c h u t e  p a y m e n t s "  w i t h i n  t h e  m e a n i n g  o f  t h e  I n t e r n a l  R e v e n u e  C o d e ,  M r .  
E d w a r d s '  p a y m e n t s  w i l l  be r e d u c e d  s o  t h a t  h e  r e c e i v e s  t h e  maximum v a l u e  
w i t h o u t  s u c h  c h a r a c t e r i z a t i o n  o f  t h e  p a y m e n t s .  M r .  E d w a r d s  h a s  also 
a g r e e d  t o  s e r v e  as  a c o n s u l t a n t  t o  V i r g i n i a  G a s  f o r  t h r e e  yea r s  f o l l o w i n g  
t h e  m e r g e r  for a n  a n n u a l  f e e  o f  $ 1 6 1 , 6 6 6 .  D u r i n g  t h i s  t h r e e  year  pe r iod ,  
h e  h a s  a l s o  a g r e e d  n o t  t o  e n g a g e  i n  c o m p e t i t i o n  w i t h  V i r g i n i a  G a s  i n  a n y  
b u s i n e s s  v e n t u r e  l o c a t e d  east o f  t h e  M i s s i s s i p p i  R i v e r ,  o t h e r  t h a n  i n  t h e  
states o f  L o u i s i a n a  a n d  M i s s i s s i p p i .  T h e  C h a n g e  o f  C o n t r o l  A g r e e m e n t  a l s o  
p r o v i d e s  for t h e  c a n c e l l a t i o n  o f  a w a r r a n t  h e l d  by Mr. E d w a r d s  t o  
p u r c h a s e  3 6 3 , 6 6 3  s h a r e s  o f  V i r g i n i a  G a s  common s t o c k  a t  t h e  e f f e c t i v e  
t i m e  o f  t h e  m e r g e r .  

. T h e  e x e c u t i v e  o f f i c e r s ,  o t h e r  t h a n  M r .  Edwards, h a v e  e m p l o y m e n t  
a g r e e m e n t s  t h a t  e n t i t l e  t h e m  t o  c o n t i n u e d  e m p l o y m e n t  f o r  u p  t o  o n e  year 
f o l l o w i n g  t h e  m e r g e r ,  or  c o m p e n s a t i o n  i n  l i e u  o f  s u c h  c o n t i n u e d  
e m p l o y m e n t ,  i f  t h e  e m p l o y e e  is t e r m i n a t e d  by V i r g i n i a  G a s  w i t h o u t  c a u s e  
K a r e n  K .  E d w a r d s ,  a d i r e c t o r ,  i s  a l s o  a n  e x e c u t i v e  o f f i c e r  o f  V i r g i n i a  
G a s .  Her c u r r e n t  a n n u a l  s a l a r y  i s  $25,000.  

. T h e  m e r g e r  a g r e e m e n t  p r o v i d e s  t h a t  N U 1  w i l l  c a u s e  V i r g i n i a  G a s ,  a s  t h e  
s u r v i v i n g  c o r p o r a t i o n  i n  t h e  merger, t o  m a i n t a i n  a l l  r i g h t s  o f  
i n d e m n i f i c a t i o n  e x i s t i n g  i n  f a v o r  o f  t h e  d i r ec to r s  a n d  o f f i c e r s  o f  
V i r g i n i a  G a s ,  o n  terms no less f a v o r a b l e  t h a n  t h o s e  a v a i l a b l e  o n  t h e  d a t e  
of  t h e  m e r g e r  a g r e e m e n t ,  a n d  t o  m a i n t a i n  t h e  e x i s t i n g  d i r e c t o r s '  a n d  
o f f i c e r s '  l i a b i l i t y  i n s u r a n c e  p o l i c y  fo r  a pe r iod  of s i x  years f r o m  t h e  
e f f e c t i v e  t i m e  o f  t h e  m e r g e r .  

N o  A p p r a i s a l  O r  D i s s e n t e r s '  R i g h t s  

S t o c k h o l d e r s  o f  a c o r p o r a t i o n  t h a t  i s  p r o p o s i n g  t o  m e r g e  o r  c o n s o l i d a t e  
w i t h  a n o t h e r  e n t i t y  a r e  s o m e t i m e s  e n t i t l e d  t o  a p p r a i s a l  or  d i s s e n t e r s '  r i g h t s  
i n  c o n n e c t i o n  w i t h  t h e  proposed t r a n s a c t i o n ,  d e p e n d i n g  o n  t h e  c i r c u m s t a n c e s .  
Most c o m m o n l y ,  t h e s e  r i g h t s  c o n f e r  o n  s t o c k h o l d e r s  who oppose t h e  m e r g e r  or  
c o n s o l i d a t i o n  t h e  r i g h t  t o  r e c e i v e  t h e  f a i r  v a l u e  f o r  t h e i r  s h a r e s ,  a s  
d e t e r m i n e d  i n  a j u d i c i a l  appraisal p r o c e e d i n g ,  i n  l i e u  of t h e  c o n s i d e r a t i o n  
b e i n g  o f f e r e d  i n  t h e  m e r g e r .  

V i r g i n i a  G a s  s t o c k h o l d e r s  a re  n o t  e n t i t l e d  t o  a p p r a i s a l  or d i s s e n t e r s '  
r i g h t s  u n d e r  Delaware l a w  i n  c o n n e c t i o n  w i t h  t h e  m e r g e r  b e c a u s e  V i r g i n i a  G a s  
common s h a r e s  a re  i n c l u d e d  f o r  q u o t a t i o n  o n  T h e  N a s d a q  S m a l l C a p  M a r k e t  o n  t h e  
record da te  f o r  t h e  a n n u a l  m e e t i n g  a n d  t h e  N U 1  or NU1 H o l d i n g  common s t o c k  
t h a t  V i r g i n i a  G a s  s t o c k h o l d e r s  w i l l  r e c e i v e  i n  t h e  m e r g e r  w i l l  be l i s t e d  o n  
t h e  NYSE a t  t h e  e f f e c t i v e  t i m e  o f  t h e  m e r g e r .  

24 

A c c o u n t i n g  T r e a t m e n t  

T h e  m e r g e r  w i l l  be a c c o u n t e d  f o r  u n d e r  t h e  p u r c h a s e  m e t h o d  of a c c o u n t i n g  
u n d e r  w h i c h  t h e  t o t a l  c o n s i d e r a t i o n  p a i d  i n  t h e  m e r g e r  w i l l  be a l l o c a t e d  among 
V i r g i n i a  G a s ' s  c o n s o l i d a t e d  asse ts  a n d  l i a b i l i t i e s  based o n  t h e  f a i r  v a l u e s  o f  
t h e  assets a c q u i r e d  a n d  l i a b i l i t i e s  a s s u m e d  a s  p r o v i d e d  f o r  u n d e r  g e n e r a l l y  
accepted a c c o u n t i n g  p r i n c i p l e s .  

R e g u l a t o r y  Matters 

V i r g i n i a  Gas is s u b l e c t  t o  t h e  j u r i s d i c t i o n  o f  t h e  V i r g i n i a  S t a t e  
C o r p o r a t i o n  C o m m i s s i o n .  I n  o r d e r  t o  c o m p l e t e  t h e  m e r g e r ,  V i r g i n i a  G a s  m u s t  
r e c e i v e  approval f r o m  t h e  V i r g i n i a  S t a t e  C o r p o r a t i o n  C o m m i s s i o n  f o r  t h e  c h a n g e  
i n  c o n t r o l  of t h e  c e r t i f i c a t e d  p u b l i c  u t i l i t i e s  r e s u l t i n g  f r o m  t h e  m e r g e r .  
P r i o r  t o  t h e  m e r g e r ,  N U 1  m u s t  a l s o  o b t a i n ,  a n d  h a s  appl ied  f o r ,  a p p r o v a l s  from 
r e g u l a t o r y  a u t h o r i t i e s  i n  c e r t a i n  o t h e r  s t a t e s  i n  w h i c h  N U 1  c o n d u c t s  i t s  
b u s i n e s s .  

U n d e r  t h e  H a r t - S c o t t - R o d i n o  A n t i t r u s t  I m p r o v e m e n t s  A c t  a n d  t h e  r u l e s  
p r o m u l g a t e d  t h e r e u n d e r  by t h e  F e d e r a l  T r a d e  C o m m i s s i o n ,  c e r t a i n  a c q u i s i t i o n  
t r a n s a c t i o n s  may n o t  be c o n s u m m a t e d  u n l e s s  n o t i c e  h a s  b e e n  g i v e n  a n d  c e r t a i n  
i n f o r m a t i o n  h a s  b e e n  f u r n i s h e d  t o  t h e  A n t i t r u s t  D i v i s i o n  of t h e  U n i t e d  S t a t e s  
D e p a r t m e n t  o f  J u s t i c e  a n d  t h e  FTC a n d  c e r t a i n  w a i t i n g  per iod r e q u i r e m e n t s  h a v e  
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NU1 a n d  V i r g i n i a  G a s  e a c h  f i l e d  w i t h  t h e  A n t i t r u s t  D i v i s i o n  a n d  t h e  FTC a 
N o t i f i c a t i o n  a n d  Report F o r m  w i t h  respect t o  t h e  m e r g e r  o n  S e p t e m b e r  1 4 ,  2000. 
U n d e r  t h e  H a r t - S c o t t - R o d i n o  A n t i t r u s t  I m p r o v e m e n t s  A c t ,  t h e  m e r g e r  c o u l d  n o t  be 
c o n s u m m a t e d  u n t i l  t h e  e x p i r a t i o n  o f  a w a i t i n g  pe r iod  o f  a t  l e a s t  30 days 
f o l l o w i n g  t h e  rece ip t  o f  e a c h  f i l i n g ,  u n l e s s  t h e  w a i t i n g  per iod w a s  e a r l i e r  
t e r m i n a t e d .  On S e p t e m b e r  2 7 ,  2000,  N U 1  a n d  V i r g i n i a  G a s  r e c e i v e d  n o t i c e  t h a t  
t h e  FTC h a d  g r a n t e d  e a r l y  t e r m i n a t i o n  o f  t h e  w a i t i n g  pe r iod .  

T h e  FTC a n d  t h e  A n t i t r u s t  D i v i s i o n  f r e q u e n t l y  s c r u t i n i z e  t h e  l e g a l i t y  of 
t r a n s a c t i o n s  s u c h  a s  t h e  m e r g e r  u n d e r  t h e  a n t i t r u s t  l a w s .  N o t w i t h s t a n d i n g  t h e  
e a r l y  t e r m i n a t i o n  o f  t h e  w a i t i n g  p e r i o d  u n d e r  t h e  H a r t - S c o t t - R o d i n o  A n t i t r u s t  
I m p r o v e m e n t s  A c t ,  a t  a n y  t i m e  before  o r  a f t e r  t h e  e f f e c t i v e  t i m e  of t h e  m e r g e r ,  
t h e  FTC o r  t h e  A n t i t r u s t  D i v i s i o n  c o u l d  t a k e  s u c h  a c t i o n  u n d e r  t h e  a n t i t r u s t  
l a w s  a s  i t  d e e m s  necessary o r  des i rab le  i n  t h e  p u b l i c  i n t e r e s t ,  i n c l u d i n g  
s e e k i n g  t o  e n j o i n  t h e  m e r g e r  o r  s e e k i n g  t h e  d i v e s t i t u r e  o f  V i r g i n i a  G a s  by NUI, 
i n  w h o l e  o r  i n  p a r t ,  o r  t h e  d i v e s t i t u r e  o f  s u b s t a n t i a l  assets of  N U I ,  V i r g i n i a  
G a s  or  t h e i r  r e s p e c t i v e  s u b s i d i a r i e s .  S t a t e  A t t o r n e y s  G e n e r a l  a n d  p r i v a t e  
p a r t i e s  may a l s o  b r i n g  l ega l  a c t i o n s  u n d e r  t h e  f e d e r a l  o r  s t a t e  a n t i t r u s t  l a w s  
u n d e r  c e r t a i n  c i r c u m s t a n c e s .  B a s e d  u p o n  a n  e x a m i n a t i o n  o f  i n f o r m a t i o n  a v a i l a b l e  
t o  N U 1  a n d  V i r g i n i a  G a s  r e l a t i n g  t o  t h e  b u s i n e s s e s  i n  w h i c h  N U I ,  V i r g i n i a  G a s  
a n d  t h e i r  r e s p e c t i v e  s u b s i d i a r i e s  are e n g a g e d ,  N U 1  a n d  V i r g i n i a  G a s  b e l i e v e  
t h a t  t h e  c o n s u m m a t i o n  of t h e  m e r g e r  w i l l  n o t  v i o l a t e  t h e  a n t i t r u s t  l a w s .  
N e v e r t h e l e s s ,  we c a n n o t  p r o v i d e  a n y  a s s u r a n c e  t h a t  a c h a l l e n g e  t o  t h e  p r o p o s e d  
m e r g e r  o n  a n t i t r u s t  g r o u n d s  w i l l  n o t  be m a d e  or, i f  s u c h  a c h a l l e n g e  i s  m a d e ,  
t h a t  NU1 a n d  V i r g i n i a  Gas w i l l  p r e v a i l .  

W e  a re  n o t  a w a r e  of any o t h e r  m a t e r i a l  g o v e r n m e n t a l  a p p r o v a l s  o r  a c t i o n s  
t h a t  may be r e q u i r e d  f o r  c o n s u m m a t i o n  of t h e  merger except a s  descr ibed a b o v e .  
S h o u l d  a n y  s u c h  a p p r o v a l  o r  a c t i o n  b e  r e q u i r e d ,  i t  is p r e s e n t l y  c o n t e m p l a t e d  
t h a t  s u c h  a p p r o v a l  o r  a c t i o n  w o u l d  be s o u g h t .  W e  c a n n o t  p r o v i d e  a n y  a s s u r a n c e ,  
h o w e v e r ,  t h a t  a n y  s u c h  a p p r o v a l  o r  a c t i o n ,  i f  n e e d e d ,  c o u l d  be o b t a i n e d  a n d  
w o u l d  n o t  be c o n d i t i o n e d  i n  a m a n n e r  t h a t  w o u l d  c a u s e  t h e  p a r t i e s  t o  a b a n d o n  
t h e  m e r g e r .  

2 5  

STOCKHOLDER'S AGREEMENTS 

C o n c u r r e n t l y  a n d  i n  c o n n e c t i o n  w i t h  t h e  e x e c u t i o n  o f  t h e  m e r g e r  a g r e e m e n t ,  
t h e  directors a n d  c e r t a i n  e x e c u t i v e  o f f i c e r s  o f  V i r g i n i a  Gas e n t e r e d  i n t o  
s t o c k h o l d e r ' s  a g r e e m e n t s .  P u r s u a n t  t o  t h e  s t o c k h o l d e r ' s  a g r e e m e n t s ,  t h e  
d i r e c t o r s  and  c e r t a i n  e x e c u t i v e  o f f i c e r s  a g r e e d  t o  v o t e  t h e  s h a r e s  o f  V i r g i n i a  
G a s  common s t o c k  t h a t  t h e y  h o l d  o f  record a n d  b e n e f i c i a l l y  for a p p r o v a l  o f  t h e  
m e r g e r  a n d  a d o p t i o n  o f  t h e  m e r g e r  a g r e e m e n t .  T h e  s t o c k h o l d e r ' s  a g r e e m e n t s  
t e r m i n a t e  u p o n  t h e  e a r l i e s t  t o  o c c u r  o f  (1) t h e  t e r m i n a t i o n  o f  t h e  m e r q e r  
a g r e e m e n t  a n d  t h e  p a y m e n t  o f  a n y  a m o u n t s  payable  by V i r g i n i a  G a s  t h e r e u n d e r  o r  
( 2 )  t h e  c o n c l u s i o n  o f  t h e  a n n u a l  m e e t i n g  a t  w h i c h  a q u o r u m  is  p r e s e n t  a n d  t h e  
p a r t y  s u b l e c t  t o  t h e  s t o c k h o l d e r  a g r e e m e n t  v o t e s  i n  a c c o r d a n c e  t h e r e w i t h .  

A t o t a l  o f  507 ,968  s h a r e s  of  V i r g i n i a  Gas common s t o c k ,  r e p r e s e n t i n g  i n  t h e  
a g g r e g a t e  a p p r o x i m a t e l y  9 . 2 3  p e r c e n t  o f  t h e  o u t s t a n d i n g  s h a r e s  o f  V i r g i n i a  G a s  
common s t o c k ,  a r e  s u b l e c t  t o  s t o c k h o l d e r ' s  a g r e e m e n t s .  

MANAGEMENT AND OPERATIONS AFTER THE MERGER 

M i c h a e l  L .  E d w a r d s ,  P r e s i d e n t  a n d  C h i e f  E x e c u t i v e  O f f i c e r  of V i r g i n i a  Gas, 
w i l l  r e s i g n  h i s  p o s i t i o n s  a s  a n  o f f i c e r  a n d  d i r e c t o r  o f  V i r g i n i a  G a s  a n d  i t s  
w h o l l y - o w n e d  s u b s i d i a r i e s  a t  t h e  e f f e c t i v e  t i m e  of t h e  m e r g e r .  M r .  E d w a r d s  w i l l  
r e m a i n  as a n  o f f i c e r  a n d  d i r e c t o r  o f  V l r g i n i a  G a s ' s  two 50 p e r c e n t  o w n e d  
s u b s i d i a r i e s ,  V i r g i n i a  G a s  D i s t r i b u t i o n  Company a n d  V i r g i n i a  G a s  S t o r a g e  
Company,  f o l l o w i n g  t h e  m e r g e r .  H e  w i l l  also s e r v e  as a c o n s u l t a n t  t o  V i r g i n i a  
G a s  for t h r e e  yea r s  f o l l o w i n g  t h e  m e r g e r .  

W i t h  t h e  e x c e p t i o n  o f  M r .  E d w a r d s ,  NU1 h a s  n o  present  i n t e n t i o n  o f  m a k i n g  
s i g n i f i c a n t  c h a n g e s  t o  t h e  e x i s t i n g  m a n a g e m e n t  s t r u c t u r e  o r  p e r s o n n e l  o f  
V i r g i n i a  Gas.  A s  a r e s u l t  of the s i g n i f i c a n t  i n v e s t m e n t  b e i n g  made i n  t h e  
d e v e l o p m e n t  o f  V i r g i n i a  Gas 's  n a t u r a l  ga s  s torage  a n d  p i p e l i n e  asse ts ,  N U 1  
i n t e n d s  t o  p r o v i d e  V i r g i n i a  G a s  w i t h  o n g o i n g  m a n a g e m e n t  s u p p o r t  a n d  g u i d a n c e  
f o l l o w i n g  t h e  m e r g e r  i n  o r d e r  t o  m a x i m l z e  t h e  o p p o r t u n i t i e s  f r o m  i t s  
i n v e s t m e n t  . 

2 6  
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P u r s u a n t  t o  t h e  merger a g r e e m e n t ,  NU1 h a s  made a v a i l a b l e  u p  t o  $ 2 0  m i l l i o n  
i n  f i n a n c i n g  t o  V i r g i n i a  G a s  i n  t h e  f o r m  of a n  u n s e c u r e d  c red i t  f a c i l i t y .  T h e  
p r o c e e d s  o f  t h e  c r e d i t  f a c i l i t y  a re  t o  be u s e d  e x c l u s i v e l y  for p i p e l i n e  a n d  g a s  
s t o r a g e  c o n s t r u c t i o n  a n d  o t h e r  r e l a t e d  costs a n d  e x p e n s e s .  

A m o u n t s  o u t s t a n d i n g  u n d e r  t h e  c red i t  f a c i l i t y  bear i n t e r e s t  a t  a n  a n n u a l  
r a t e  e q u a l  t o  LIBOR p l u s  3 p e r c e n t .  I n t e r e s t  i s  payable  q u a r t e r l y  a n d  t h e  
e n t i r e  o u t s t a n d i n g  p r i n c i p a l  a m o u n t  i s  payable o n  t h e  f i r s t  t o  o c c u r  o f  
(1) M a r c h  1, 2002,  o r  ( 2 )  t h e  t e r m i n a t i o n  o f  t h e  m e r g e r  a g r e e m e n t  ( f o r  a n y  
r e a s o n ) .  A d d i t i o n a l l y ,  i f  an e v e n t  o f  d e f a u l t  o c c u r s  u n d e r  t h e  NU1 c red i t  
f a c i l i t y ,  i n c l u d i n g  t h e  o c c u r r e n c e  o f  a d d i t i o n a l  e v e n t s  o f  d e f a u l t  u n d e r  
V i r g i n i a  G a s ' s  o t h e r  s e n i o r  l o a n  a g r e e m e n t s ,  N U 1  may declare  a l l  o u t s t a n d i n g  
p r i n c i p a l  a n d  a c c r u e d  i n t e r e s t  immediately d u e  a n d  payable .  As o f  S e p t e m b e r  2 9 ,  
2000, V i r g i n i a  G a s  h a d  b o r r o w e d  $11.0 m i l l i o n  u n d e r  t h e  N U 1  c r ed i t  f a c i l i t y .  

I n  c o n n e c t i o n  w i t h  t h e  i n t e r i m  f i n a n c i n g  made a v a i l a b l e  by N U I ,  V i r g i n i a  G a s  
h a s  g r a n t e d  NU1 o p t i o n s  t o  p u r c h a s e  a n  a g g r e g a t e  o f  1 , 0 9 5 , 4 7 5  s h a r e s  o f  
V i r g i n i a  G a s  common s t o c k  ( r e p r e s e n t i n g  a p p r o x i m a t e l y  1 9 . 9  p e r c e n t  o f  t h e  
o u t s t a n d i n g  V i r g i n i a  Gas common s t o c k ) ,  w h i c h  o p t i o n s  a r e  o n l y  exerc isab le  i f  
t h e  m e r g e r  a g r e e m e n t  is t e r m i n a t e d  u n d e r  c i r c u m s t a n c e s  i n  w h i c h  N U 1  i s  n o t  
e n t i t l e d  t o  a t e r m i n a t i o n  f e e  o r  u p o n  a n  e v e n t  o f  d e f a u l t  u n d e r  t h e  n o t e  
e v i d e n c i n g  t h e  i n t e r i m  f i n a n c i n g .  I n  s u c h  a case,  N U 1  w o u l d  h a v e  t h e  r i g h t  t o  
i m m e d i a t e l y  p u r c h a s e  2 7 5 , 2 4 5  s h a r e s  a t  a n  e x e r c i s e  p r ice  e q u a l  t o  $3.50 per 
s h a r e  a n d  8 2 0 , 2 3 0  s h a r e s  a t  a n  exercise price e q u a l  t o  $3.5125 per s h a r e .  

PRICE RANGE OF COMMON STOCK AND DIVIDENDS 

NU I 

NU1 common s t o c k  IS l i s t e d  o n  t h e  N e w  Y o r k  S t o c k  E x c h a n g e  u n d e r  t h e  symbol 
" N U I . "  T h e  f o l l o w i n g  t a b l e  s h o w s ,  f o r  t h e  pe r iods  i n d i c a t e d ,  t h e  h i g h  a n d  l o w  
r e p o r t e d  c l o s i n g  s a l e  prices per s h a r e  o f  N U 1  common s t o c k  o n  t h e  New Y o r k  
S t o c k  E x c h a n g e  C o m p o s i t e  T r a n s a c t i o n s  r e p o r t i n g  s y s t e m  a n d  c a s h  d i v i d e n d s  
d e c l a r e d  per  s h a r e  o f  N U 1  common s t o c k ,  

F i s c a l  1 9 9 8  
F i r s t  Q u a r t e r  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 2 9 . 6 2 0  $ 2 1 . 3 1 5  $ 0 . 2 4 5  
S e c o n d  Q u a r t e r  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  2 8 . 6 2 0  25 .188  0 . 2 4 5  
T h i r d  Q u a r t e r  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  2 9 . 4 3 0  2 3 . 3 1 3  0 . 2 4 5  
F o u r t h  Q u a r t e r  ...................................... 2 5 . 9 3 0  2 0 . 3 1 3  0 . 2 4 5  

F i r s t  Q u a r t e r . . . . . . . .  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 2 7 . 0 0 0  $ 2 1 . 5 6 3  $ 0 . 2 4 5  
S e c o n d  Q u a r t e r  ...................................... 2 7 . 0 6 0  2 0 . 3 1 5  0 . 2 4 5  
T h i r d  Q u a r t e r  ....................................... 2 5 . 6 2 0  2 0 . 8 1 3  0 . 2 4 5  
F o u r t h  Q u a r t e r  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  2 8 . 0 6 0  2 4 . 6 2 5  0 . 2 4 5  

F i r s t  Q u a r t e r  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 2 7 . 5 6 3  $ 2 7 . 5 6 3  $ 0 . 2 4 5  
S e c o n d  Q u a r t e r  ...................................... 2 8 . 3 7 5  2 3 . 1 8 8  0 , 2 4 5  
T h i r d  Q u a r t e r  ....................................... 2 8 . 1 2 5  2 5 . 6 2 5  0 . 2 4 5  
F o u r t h  Q u a r t e r . . . . . . . .  .............................. 3 1 . 6 4 5  2 6 . 3 7 5  0 . 2 4 5  

F i s c a l  1 9 9 9  

F i s c a l  2 0 0 0  

On J u n e  3 3 ,  2000 ,  t h e  l a s t  t r a d i n g  day before  NU1 a n d  V i r g i n i a  G a s  p u b l i c l y  
a n n o u n c e d  t h e  e x e c u t i o n  of t h e  m e r g e r  a g r e e m e n t ,  t h e  c l o s i n g  p r i c e  p e r  s h a r e  o f  
N U 1  common s t o c k  o n  t h e  NYSE C o m p o s i t e  T r a n s a c t i o n s  r e p o r t i n g  s y s t e m  w a s  
$ 2 7 . 7 5 .  On S e p t e m b e r  2 9 ,  2000,  t h e  l a t e s t  prac t icable  da te  p r i o r  t o  t h e  d a t e  o f  
t h i s  p r o x y  s t a t e m e n t / p r o s p e c t u s ,  s u c h  p r i c e  w a s  $ 3 0 . 2 0 7 .  P a s t  price p e r f o r m a n c e  
is n o t  n e c e s s a r i l y  i n d i c a t i v e  o f  l i k e l y  f u t u r e  price p e r f o r m a n c e .  Holders of 
V i r g i n i a  Gas common s t o c k  are u r g e d  t o  o b t a i n  c u r r e n t  m a r k e t  q u o t a t i o n s  for 
s h a r e s  o f  N U 1  common s t o c k .  

A s  o f  September 2 9 ,  2000, t h e r e  w e r e  a p p r o x i m a t e l y  5 , 7 4 4  record h o l d e r s  o f  
N U 1  common s t o c k .  
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V i r g i n i a  G a s  common s t o c k  i s  q u o t e d  on T h e  Nasdaq S m a l l C a p  M a r k e t  u n d e r  t h e  
s y m b o l  "VGCO." T h e  f o l l o w i n g  t a b l e  s h o w s ,  for t h e  p e r i o d s  i n d i c a t e d ,  t h e  h i g h  
a n d  l o w  reported c l o s i n g  s a l e  pr ices  per s h a r e  o f  V i r g i n i a  G a s  common s t o c k  o n  
T h e  Nasdaq S m a l l C a p  M a r k e t  a n d  c a s h  d i v i d e n d s  declared per s h a r e  o f  V i r g i n i a  
G a s  common s t o c k .  

P r i c e  Range  
of Common 

S t o c k  

D i v i d e n d s  
H i g h  Low D e c l a r e d  

F i s c a l  3 9 9 8  
F i r s t  Q u a r t e r  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 9 . 0 0 0  $ 7 . 3 1 3  
Second Q u a r t e r  ........................................ 7 . 7 5 0  6 . 0 0 0  
T h i r d  Q u a r t e r  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  6 . 2 1 9  4 . 0 0 0  
F o u r t h  Q u a r t e r  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  4 . 5 0 0  3 . 0 0 0  

F i r s t  Q u a r t e r .  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 3 . 6 2 5  $ 2 . 1 5 6  
S e c o n d  Q u a r t e r  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  4 . 7 5 0  2 . 5 0 0  
T h i r d  Q u a r t e r  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  4 . 3 7 5  3 . 3 7 5  
F o u r t h  Q u a r t e r  ........................................ 4 . 0 0 0  2 . 8 7 5  

F i r s t  Q u a r t e r  ......................................... $ 3 . 7 5 0  $ 2 . 5 3 1  
Second Q u a r t e r  ........................................ 3 . 7 5 0  2 . 5 0 0  
T h i r d  Q u a r t e r  ......................................... 3 . 7 5 0  3 . 3 7 5  

F i s c a l  1 9 9 9  

F i s c a l  2 0 0 0  

$ 0 . 0 1 7 5  
0 . 0 1 7 5  
0 . 0 1 7 5  
0 . 0 1 7 5  

$ 0 . 0 1 7 5  
-0- 
-0 -  
-0- 

$ -0- 
-0- 
-0- 

V i r g i n i a  G a s  paid c a s h  d i v i d e n d s  o n  i t s  common s t o c k  f o r  e a c h  of t h e  f i s c a l  
years 1 9 9 2  t h r o u g h  1 9 9 8 .  D u r i n g  f i s c a l  1999 ,  t h e  V i r g i n i a  G a s  board r e e x a m i n e d  
i t s  d i v i d e n d  po l i cy  a n d  d e t e r m i n e d  t h a t  t h e  f u n d s  w o u l d  be be t te r  u s e d  i n  
s u p p o r t  of c a p i t a l  e x p a n s i o n .  A c c o r d i n g l y ,  a t  t h i s  t i m e ,  V i r g i n i a  G a s  does n o t  
pay c a s h  d i v i d e n d s  on i t s  common s t o c k .  T h e r e  c a n  be n o  a s s u r a n c e  t h a t  V i r g i n i a  
G a s  w i l l  r e s u m e  d i v i d e n d  p a y m e n t s  i n  t h e  f u t u r e ,  

On S e p t e m b e r  29,  2000,  t h e  l a t e s t  p rac t icable  da te  p r i o r  t o  t h e  d a t e  of  t h i s  
p r o x y  s t a t e m e n t / p r o s p e c t u s ,  t h e  c l o s i n g  p r i c e  pe r  s h a r e  of V i r g i n i a  G a s  common 
s t o c k  on T h e  Nasdaq S m a l l C a p  M a r k e t  w a s  $3.75. A s  o f  t h e  record da te ,  t h e r e  
w e r e  a p p r o x i m a t e l y  135 r e c o r d  h o l d e r s  o f  V i r g i n i a  G a s  common s t o c k  a n d  1 6  
r e c o r d  h o l d e r s  o f  w a r r a n t s  t o  p u r c h a s e  V i r g i n i a  G a s  common s t o c k .  

28 

BUSINESS OF VIRGINIA GAS 

G e n e r a  1 

V i r g i n i a  G a s  w a s  o r g a n i z e d  i n  1987 u n d e r  t h e  l a w s  of  D e l a w a r e .  V i r g i n i a  G a s ,  
d i r e c t l y  o r  t h r o u g h  i t s  s u b s i d i a r i e s  a n d  a f f i l i a t e d  c o m p a n i e s ,  is p r i m a r i l y  
e n g a g e d  i n  t h e  s t o r a g e ,  m a r k e t i n g ,  d i s t r i b u t i o n ,  g a t h e r i n g ,  e x p l o r a t i o n  a n d  
p r o d u c t i o n  of  n a t u r a l  g a s ,  a n d  t h e  d i s t r i b u t i o n  o f  p r o p a n e  g a s .  V i r g i n i a  G a s ' s  
p r i n c i p a l  a s se t s  a re  loca ted  i n  t h e  s o u t h w e s t e r n  c o u n t i e s  o f  V i r g i n i a .  

V i r g i n i a  G a s ' s  b u s i n e s s  h a s  d e v e l o p e d  i n  r e s p o n s e  t o  t h e  g r o w i n g  n e e d  f o r  
n a t u r a l  g a s  s t o r a g e ,  p i p e l i n e s  and d i s t r i b u t i o n  i n  i t s  m a r k e t  a rea ,  r e s u l t i n g  
p r i n c i p a l l y  f r o m  e c o n o m i c  g r o w t h  a n d  t h e  impact o f  d e r e g u l a t i o n .  D e r e g u l a t i o n  
h a s  g i v e n  n a t u r a l  g a s  c u s t o m e r s  m o r e  f l e x i b i l i t y  i n  n e g o t i a t i n g  t h e i r  n a t u r a l  
g a s  p u r c h a s e s  a n d  t r a n s p o r t a t i o n  c o n t r a c t s .  V i r g i n i a  G a s ' s  p i p e l i n e  c o n n e c t i o n s  
t o  t h e  E a s t  T e n n e s s e e  N a t u r a l  G a s ,  D o m i n i o n  T r a n s m i s s i o n  a n d  C o l u m b i a  G a s  
T r a n s m i s s i o n  Company i n t e r s t a t e  p i p e l i n e  s y s t e m s ,  a n d  t o  V i r q i n i a  G a s ' s  
a d j a c e n t  storage f a c i l i t i e s ,  are b e i n g  c o m b i n e d  t o  create a h u b  t h a t  p r o v i d e s  
o p p o r t u n i t i e s  €or m o r e  e f f i c i e n t  ga s  d i s t r i b u t i o n ,  i n c l u d i n g  t o  g r o w i n g  local 
m a r k e t s .  A t  p r e s e n t ,  V i r g i n i a  G a s ' s  b u s i n e s s  p r i m a r i l y  c o n s i s t s  o f :  

http://ccbn.tenkwizard.com/print.php?repo=tenk&ipage= 122 1033&attach=ON&doc= 1 5/16/2002 



10k Wizard: SEC Filings Page 46 of 134 

p r o d u c i n g ,  g a t h e r i n g  a n d  m a r k e t i n g  n a t u r a l  gas  f r o m  w e l l s  i n  w h i c h  
V i r g i n i a  G a s  h a s  a n  o w n e r s h i p  i n t e r e s t  t o  m u n i c i p a l  d i s t r i b u t o r s ,  local 
d i s t r i b u t i o n  c o m p a n i e s  a n d  m a j o r  o i l  a n d  gas  c o m p a n i e s ;  

. s t o r i n g  n a t u r a l  g a s  f o r  m u n i c i p a l  d i s t r i b u t o r s  a n d  l o c a l  d i s t r i b u t i o n  
c o m p a n i e s  t h a t  h a v e  s u p p l i e d  t h e i r  own gas ,  o r  p u r c h a s e d  i t  f r o m  t h i r d  
pa r t i e s  o r  V i r g i n i a  G a s ;  

. d i s t r i b u t i n g  p r o p a n e  a n d  n a t u r a l  g a s  p u r c h a s e d  f r o m  t h i r d  p a r t i e s  o r  
V i r g i n i a  G a s  t o  l o c a l  i n d u s t r i a l ,  c o m m e r c i a l  a n d  r e s i d e n t i a l  c u s t o m e r s ;  
a n d  

. t r a n s p o r t i n g  g a s  t h r o u g h  i t s  p i p e l i n e  t o  a local d i s t r i b u t i o n  c o m p a n y .  

V i r g i n i a  G a s ' s  p r i n c i p a l  s o u r c e s  o f  r e v e n u e  h a v e  v a r i e d  d e p e n d i n g  o n  i t s  
l e v e l  o f  a c t i v i t y  i n  a n y  g i v e n  s e g m e n t  o f  n a t u r a l  g a s  o p e r a t i o n s .  F r o m  1 9 8 7  t o  
1992,  s u b s t a n t i a l l y  a l l  of V i r g i n i a  G a s ' s  i n c o m e  w a s  d e r i v e d  f r o m  e x p l o r a t i o n ,  
d e v e l o p m e n t  a n d  p r o d u c t i o n  of  n a t u r a l  g a s  a n d  f r o m  f e e s  d e r i v e d  f r o m  m a n a g i n g  
w e l l s .  F r o m  1 9 9 3  t o  1 9 9 6 ,  V i r g i n i a  G a s ' s  i n c o m e  i n c r e a s e d  p r i m a r i l y  as  a r e s u l t  
of  t h e  e x p a n s i o n  of i t s  s t o r a g e  o p e r a t i o n s .  I n  1996  a n d  1 9 9 7 ,  V i r g i n i a  G a s  
i n i t i a t e d  i t s  p r o p a n e  d i s t r i b u t i o n  a n d  g a s  m a r k e t i n g  o p e r a t i o n s ,  r e s p e c t i v e l y .  
V i r g i n i a  G a s ' s  p r o p a n e  d i s t r i b u t i o n  o p e r a t i o n s  h a v e  g r o w n  s t e a d i l y  s i n c e  t h e n .  
I n  1 9 9 8 ,  V i r g i n i a  G a s  completed c o n s t r u c t i o n  of 35 m i l e s  of p i p e l i n e  a n d  b e g a n  
s e r v i n g  a l o c a l  d i s t r i b u t i o n  c o m p a n y  w i t h  t r a n s m i s s i o n  s e r v i c e s  a t  t w o  d e l i v e r y  
p o i n t s .  D u r i n g  f i s c a l  1 9 9 9 ,  t h e  s t o r a g e  b u s i n e s s  a n d  t h e  p i p e l i n e  b u s i n e s s  w e r e  
t h e  g r e a t e s t  c o n t r i b u t o r s  t o  n e t  i n c o m e  a n d  a l s o  a c c o u n t e d  f o r  t h e  l a r g e s t  
c o n c e n t r a t i o n s  of V i r g i n i a  G a s ' s  assets.  

M a n a g e m e n t  b e l i e v e s  t h a t  c u r r e n t  t r e n d s  i n  t h e  e c o n o m y ,  a f a v o r a b l e  
r e g u l a t o r y  e n v i r o n m e n t ,  t h e  d e r e g u l a t i o n  of t h e  i n d u s t r y - - w h i c h  h a s  r e s u l t e d  i n  
e n d - u s e r s '  a b i l i t y  t o  p u r c h a s e  g a s  on a compe t i t i ve  bas i s  f r o m  a g rea te r  
v a r i e t y  of s o u r c e s - - a n d  t h e  i n c r e a s i n g  a v a i l a b i l i t y  of  n a t u r a l  g a s  a s  a f o r m  of 
e n e r g y  f o r  r e s i d e n t i a l ,  c o m m e r c i a l  a n d  i n d u s t r i a l  m a r k e t s ,  p r e s e n t  
o p p o r t u n i t i e s  for V i r g i n i a  G a s  t o  e x p a n d  i n t o  n e w  m a r k e t s  a n d  t o  b e t t e r  d e v e l o p  
i t s  c u r r e n t  m a r k e t s .  H o w e v e r ,  V i r g i n i a  G a s ' s  i n t e r n a l  r e s o u r c e s  a r e  
i n s u f f i c i e n t  a t  t h i s  t i m e  t o  t a k e  a d v a n t a g e  o f  t h e s e  o p p o r t u n i t i e s  and, t o  
da te ,  V i r g i n i a  Gas's e f f o r t s  t o  a t t r ac t  t h e  n e c e s s a r y  c a p i t a l  f r o m  e x t e r n a l  
s o u r c e s  h a v e  b e e n  u n s u c c e s s f u l .  

S u b s i d i a r i e s  a n d  A f f i l i a t e s  

V i r g i n i a  G a s  h a s  f o u r  c o n s o l i d a t e d  w h o l l y - o w n e d  s u b s i d i a r i e s :  V i r g i n i a  G a s  
E x p l o r a t i o n  Company,  V i r g i n i a  G a s  P i p e l i n e  Company,  V i r g i n i a  G a s  P r o p a n e  
Company a n d  V i r g i n i a  G a s  M a r k e t i n g  Company.  I n  a d d i t i o n ,  V i r g i n i a  G a s  h a s  t w o  
a f f i l i a t e s - - V i r g i n i a  G a s  D i s t r i b u t i o n  Company a n d  V i r g i n i a  G a s  S t o r a g e  
C o m p a n y - - t h a t  are each o w n e d  50 p e r c e n t  by V i r g i n i a  G a s  a n d  50 p e r c e n t  by M r .  
H . A .  S t r e e t ,  a n  i n d i v i d u a l  i n v e s t o r  who h a s  n o  o t h e r  m a t e r i a l  a f f i l i a t i o n  w i t h  
e i t h e r  V i r g i n i a  G a s ,  o r  a n y  e x e c u t i v e  o f f i c e r ,  d i r e c t o r  o r  c o n t r o l l i n g  
s t o c k h o l d e r  o f  V i r g i n i a  G a s .  

2 9  

T h e  p i p e l i n e  c o m p a n y ,  t h e  d i s t r i b u t i o n  c o m p a n y  a n d  t h e  s t o r a g e  c o m p a n y  a r e  
t h e  h o l d e r s  o f  C e r t i f i c a t e s  o f  P u b l i c  C o n v e n i e n c e  a n d  Necessi ty  i s s u e d  by t h e  
V i r g i n i a  S t a t e  C o r p o r a t i o n  C o m m i s s i o n  t h a t  a r e  r e q u i r e d  f o r  t h e s e  c o m p a n i e s  t o  
c o n d u c t  t h e i r  b u s i n e s s e s .  T h e  p i p e l i n e  c o m p a n y ' s  a n d  t h e  s torage  c o m p a n y ' s  
s t o r a g e  o p e r a t i o n s  a r e  r e g u l a t e d  by b o t h  t h e  V i r g i n i a  S t a t e  C o r p o r a t i o n  
C o m m i s s i o n  a n d  t h e  F e d e r a l  E n e r g y  R e g u l a t o r y  C o m m i s s i o n .  

S t  o r  a g e  O p e r a  t i o n s  

V i r g i n i a  G a s  h a s  t h e  o n l y  t w o  u n d e r g r o u n d  n a t u r a l  g a s  s t o r a g e  f a c i l i t i e s  i n  
V i r g i n i a .  One  o f  t h e s e  f a c i l i t i e s ,  t h e  S a l t v i l l e  f a c i l i t y ,  is l o c a t e d  i n  S m y t h  
a n d  W a s h i n g t o n  c o u n t i e s ,  w h i l e  t h e  o t h e r  f a c i l i t y ,  t h e  E a r l y  G r o v e  f i e l d ,  i s  
loca ted  i n  S c o t t  a n d  W a s h i n g t o n  c o u n t i e s .  T h e  p i p e l i n e  c o m p a n y  o w n s  a n d  
operates  t h e  S a l t v i l l e  f a c i l i t y  w h i l e  t h e  s t o r a g e  c o m p a n y  o w n s  a n d  opera tes  t h e  
E a r l y  G r o v e  f i e l d .  

T h e  p i p e l i n e  c o m p a n y  d e v e l o p e d  t h e  S a l t v i l l e  f a c i l l t y  f o r  u s e  as  a h i g h  
r a t e ,  p e a k  u s a g e  s t o r a g e  f a c i l i t y .  T h e  S a l t v i l l e  f a c i l i t y  u s e s  c a v e r n s  created 
i n  U n d e r g r o u n d  sa l t  beds t o  s to re  n a t u r a l  g a s .  V i r g i n i a  G a s ' s  e n g i n e e r i n g  s t a f f  
b e l l e v e s  t h e  u l t i m a t e  w o r k i n g  g a s  c a p a c i t y  o f  t h e  S a l t v i l l e  f a c i l i t y  c o u l d  be 
u p  t o  10 b i l l i o n  c u b i c  f e e t .  I n  J u n e  1996,  t h e  p i p e l i n e  c o m p a n y  f i l e d  a n  
a p p l i c a t i o n  w i t h  t h e  V i r g i n i a  S t a t e  C o r p o r a t i o n  C o m m i s s i o n  for  a C e r t i f i c a t e  of 
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P u b l i c  C o n v e n i e n c e  a n d  Necess i ty  f o r  t h e  o p e r a t i o n  o f  t h e  S a l t v i l l e  f a c i l i t y .  
I n  J u l y  1 9 9 6 ,  t h e  V i r g i n i a  S t a t e  C o r p o r a t i o n  C o m m i s s i o n  i s s u e d  a n  order  
a u t h o r i z i n g  t h e  p i p e l i n e  c o m p a n y  t o  b e g i n  s e r v i c e  on  a n  i n t e r i m  bas i s  u s i n g  t h e  
r a t e s  s e t  f o r t h  i n  t h e  a p p l i c a t i o n .  T h e  C e r t i f i c a t e  o f  P u b l i c  C o n v e n i e n c e  a n d  
Necessi ty  w a s  i s s u e d  t o  t h e  p i p e l i n e  c o m p a n y  i n  O c t o b e r  1 9 9 7 .  I n  N o v e m b e r  1 9 9 6 ,  
t h e  p i p e l i n e  c o m p a n y  r e c e i v e d  a l i m i t e d  j u r i s d i c t i o n  c e r t i f i c a t e  f r o m  t h e  
F e d e r a l  E n e r g y  R e g u l a t o r y  C o m m i s s i o n  a u t h o r i z i n g  t h e  p i p e l i n e  c o m p a n y  t o  e n g a g e  
i n  t h e  s a l e ,  t r a n s p o r t a t i o n  ( i n c l u d i n g  s t o r a g e )  or a s s i g n m e n t  o f  n a t u r a l  gas  
t h a t  i s  s u b j e c t  t o  t h e  F e d e r a l  E n e r g y  R e g u l a t o r y  C o m m i s s i o n ' s  j u r i s d i c t i o n  
u n d e r  t h e  N a t u r a l  G a s  A c t ,  a n d  t o  c h a r g e  rates f o r  i t s  i n t e r s t a t e  s e r v i c e  e q u a l  
t o  t h e  i n t r a s t a t e  rates a p p r o v e d  b y  t h e  V i r g i n i a  S t a t e  C o r p o r a t i o n  C o m m i s s i o n .  
The S a L t v i l l e  f a c i l i t y  p r o v i d e s  10-day, 6 0 - d a y  a n d  9 0 - d a y  s e r v i c e  a n d  2 0 - d a y  
r e f i l l  capac i ty .  I n  A u g u s t  1 9 9 6 ,  t h e  p i p e l i n e  c o m p a n y  i n j e c t e d  t h e  f i r s t  
w o r k i n g  g a s  i n t o  t h e  f i e l d .  P e a k  d a i l y  w i t h d r a w a l  r a t e s  o f  4 9 , 0 0 0  MMBtu w e r e  
a c h i e v e d  d u r i n g  1 9 9 9 .  I n  1 9 9 9 ,  V i r g i n i a  G a s  c o m p l e t e d  c o n s t r u c t i o n  of a n  
e v a p o r a t i o n  f a c i l i t y  a d j a c e n t  t o  t h e  S a l t v i l l e  f a c i l i t y .  T h e  f a c i l i t y  w i l l  be 
u s e d  by V i r g i n i a  G a s  t o  create  a d d i t i o n a l  s torage space  by e l i m i n a t i n g  b r i n e  
f r o m  t h e  s a l t  c a v e r n s .  

V i r g i n i a  G a s ' s  i n t e r n a l  r e s o u r c e s  a re  i n s u f f i c i e n t  a t  t h i s  t i m e  t o  p r o v i d e  
t o  t h e  p i p e l i n e  c o m p a n y  t h e  c a p i t a l  i t  n e e d s  t o  e x p a n d  t h e  S a l t v i l l e  f a c i l i t y  
a s  c o n t e m p l a t e d  b y  V i r g i n i a  G a s ' s  b u s i n e s s  p l a n .  A d d i t i o n a l l y ,  V i r g i n i a  G a s  h a s  
b e e n  u n s u c c e s s f u l  t o  d a t e  i n  a t t r a c t i n g  o u t s i d e  f u n d i n g  s o u r c e s .  P u r s u a n t  t o  
t h e  m e r g e r  a g r e e m e n t ,  NU1 h a s  committed t o  m a k e  a v a i l a b l e  t o  V i r g i n i a  G a s  u p  t o  
$20  m i l l i o n  i n  f i n a n c i n g .  P u r s u a n t  t o  t h e  m e r g e r  a g r e e m e n t ,  a p o r t i o n  of  t h e  
p r o c e e d s  of t h e  N U 1  f i n a n c i n g  h a s  b e e n  u s e d  t o  p u r c h a s e  c e r t a i n  p r o p e r t y  a t  t h e  
S a l t v i l l e  f a c i l i t y  a n d  a d d i t i o n a l  proceeds are  e x p e c t e d  t o  be u s e d  for p i p e l i n e  
a n d  g a s  s t o r a g e  c o n s t r u c t i o n .  The  NU1 f i n a n c i n g  i s  described u n d e r  t h e  h e a d i n g  
"INTERIM FINANCING" o n  p a g e  2 7 .  

T h e  E a r l y  G r o v e  f i e l d  i s  a n  u n d e r g r o u n d  n a t u r a l  g a s  s t o r a g e  f a c i l i t y  owned 
a n d  operated by t h e  s t o r a g e  c o m p a n y .  T h e  s t o r a g e  c o m p a n y  h a s  r e c e i v e d  a 
C e r t i f i c a t e  o f  P u b l i c  C o n v e n i e n c e  a n d  Necessity f r o m  t h e  V i r g i n i a  S t a t e  
C o r p o r a t i o n  C o m m i s s i o n ,  a u t h o r i z i n g  i t  t o  e n g a g e  i n  t h e  sa le ,  t r a n s p o r t a t i o n  
( i n c l u d i n g  s t o r a g e ]  o r  a s s i g n m e n t  of n a t u r a l  ga s  and t o  c h a r g e  r a t e s  a p p r o v e d  
by t h e  V i r g i n i a  S t a t e  C o r p o r a t i o n  C o m m i s s i o n .  T h e  E a r l y  G r o v e  f i e l d  i n c l u d e s  2 9  
s t o r a g e  w e l l s  a n d  a c e r t i f i c a t e d  area of 2 , 9 0 0  acres. C o n t r a c t e d  s t o r a g e  v o l u m e  
f o r  6O-dayI  9 0 - d a y  a n d  150-day s e r v i c e  h a s  i n c r e a s e d  from 520,000 MMBtu for t h e  
1 9 9 4 / 1 9 9 5  h e a t i n g  s e a s o n  t o  1 ,835 ,000  MMBtu f o r  t h e  1 9 9 9 / 2 0 0 0  h e a t i n g  s e a s o n .  
The  d e l i v e r a b i l i t y  of t h e  E a r l y  G r o v e  f i e l d  h a s  b e e n  i n c r e a s e d  by r e w o r k i n g  
e x i s t i n g  w e l l s ,  d r i l l i n g  new w e l l s ,  i n j e c t i n g  a d d i t i o n a l  base g a s ,  i n s t a l l i n g  
l a r g e r  d iameter  p ipe ,  n e w  c o m p r e s s i o n  e q u i p m e n t ,  a n d  i n c r e a s i n g  t h e  maximum 
o p e r a t i n g  p r e s s u r e  of t h e  f i e l d  t o  2 , 0 0 0  PSI  f r o m  1 , 4 0 0  PSI. P e a k  f i e l d  
d e l i v e r a b i l i t y  h a s  b e e n  i n c r e a s e d  f r o m  1 , 0 0 0  MMBtu i n  1 9 9 2  t o  o v e r  20,000 MMBtu 
per  day  i n  1 9 9 9 .  
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P i p e l i n e  O p e r a t i o n s  

I n  1 9 9 8 ,  V i r g i n i a  Gas c o m p l e t e d  c o n s t r u c t i o n  a n d  began s e r v i c i n g  35 m i l e s  of 
i n t r a s t a t e  p i p e l i n e  u n d e r  a u t h o r i t y  g r a n t e d  in a n  a p p l i c a t i o n  f o r  a C e r t i f i c a t e  
o f  P u b l i c  C o n v e n i e n c e  a n d  Necess i ty  w i t h  t h e  V i r g i n i a  S t a t e  C o r p o r a t i o n  
C o m m i s s i o n  f i l e d  i n  J a n u a r y  1 9 9 7 .  V i r g i n i a  G a s  r e c e i v e d  t h e  C e r t i f i c a t e  o f  
P u b l i c  C o n v e n i e n c e  a n d  Necessity i n  December 1 9 9 7 .  V i r g i n i a  G a s  h a s  p u r c h a s e d  
r i g h t s - o f - w a y  a n d  o b t a i n e d  a l l  n e c e s s a r y  p e r m i t s  f o r  t h e  c o n s t r u c t i o n  o f  t h e  
r e m a i n i n g  37  m i l e s  o f  p i p e l i n e  t h a t  w i l l  make  u p  V i r g i n i a  G a s ' s  P-25 p i p e l i n e .  
When completed,  t h e  p i p e l i n e  w i l l  c o n n e c t  t h e  S a l t v i l l e  f a c i l i t y  t o  R a d f o r d ,  
V i r g i n i a ,  a n d  t r a n s p o r t  n a t u r a l  g a s  t o  g r o w i n g  m a r k e t s  i n  S m y t h ,  W y t h e  a n d  
P u l a s k i  c o u n t i e s  i n  s o u t h w e s t e r n  V i r g i n i a .  T h e s e  areas c u r r e n t l y  are s e r v e d  
o n l y  by E a s t  T e n n e s s e e  N a t u r a l  G a s ' s  #I3300 i n t e r s t a t e  p i p e l i n e ,  w h i c h ,  V i r g i n i a  
G a s  b e l i e v e s ,  c u r r e n t l y  h a s  i n s u f f i c i e n t  capac i ty  t o  m e e t  t h e  a r ea ' s  n e e d s .  

T h e  f i r s t  p h a s e  o f  c o n s t r u c t i o n ,  c o m p l e t e d  i n  October 1 9 9 8 ,  c o n s i s t e d  of 
t w i n n i n g  t h e  E a s t  T e n n e s s e e  N a t u r a l  G a s  l i n e  t o  t h e  t o w n  o f  W y t h e v i l l e ,  
V i r g i n i a ,  a n d  o p e n i n g  s e r v i c e  t o  t h a t  t o w n  a n d  M a r i o n ,  V i r g i n i a .  T h e  r e m a i n i n g  
p h a s e  w i l l  e x t e n d  t h e  P-25 p i p e l i n e  f r o m  W y t h e v i l l e  to R a d f o r d ,  V i r g i n i a .  
V i r g i n i a  G a s  h a s  e n t e r e d  i n t o  a 15-year con t r ac t  w i t h  U n i t e d  C i t l e s  G a s  
C o m p a n y ,  t h e  l o c a l  d i s t r i b u t i o n  c o m p a n y  t h a t  s e r v e s  S m y t h ,  W y t h e  a n d  P u l a s k i  
c o u n t i e s ,  t o  p r o v i d e  p i p e l i n e  capac i ty  t o  s u p p l y  20 ,000  MMBtu per  d a y .  
C o m p l e t i o n  o f  t h i s  p h a s e  i s  e x p e c t e d  by l a t e  2000. 

I n  e a r l y  1 9 9 9 ,  V i r g i n i a  G a s  f i l e d  a n  a p p l i c a t i o n  w i t h  t h e  V i r g i n i a  S t a t e  
C o r p o r a t l o n  C o m m i s s i o n  t o  e x t e n d  i t s  P-25  p i p e l i n e  t o  R o a n o k e ,  V i r g i n i a .  
V i r g i n i a  G a s  w i l l  p r o v i d e  17 ,500  MMBtu per d a y  t o  R o a n o k e  t h r o u g h  a n  a d d i t i o n a l  
58 m i l e s  o f  p i p e l i n e .  V i r g i n i a  G a s  r e c e i v e d  a C e r t i f i c a t e  of P u b l i c  C o n v e n i e n c e  
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a n d  N e c e s s i t y  t o  e x t e n d  i t s  p i p e l i n e  t o  R o a n o k e  i n  D e c e m b e r  1 9 9 9 .  
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T h e  P-25 p i p e l i n e  h a s  b e e n  a n d  w i l l  be c o n s t r u c t e d  a n d  m a i n t a i n e d  c o n s i s t e n t  
w i t h  app l i cab le  f e d e r a l ,  s t a t e  a n d  l o c a l  l a w s  a n d  r e g u l a t i o n s  a n d  accepted 
i n d u s t r y  p r a c t i c e .  S u b s t a n t i a l l y  a l l  of  t h e  o p e r a t i o n s  c o n d u c t e d  t h r o u g h  t h e  P- 
2 5  p i p e l i n e  w i l l  c o n s t i t u t e  common c a r r i e r  p i p e l i n e  a c t i v i t i e s .  S u c h  common 
carr ier  a c t i v i t i e s  a re  t h o s e  u n d e r  w h i c h  t r a n s p o r t a t i o n  i n  t h e  p i p e l i n e  is 
a v a i l a b l e  a t  t a r i f f s  p u b l i s h e d  w i t h  t h e  V i r g i n i a  S t a t e  C o r p o r a t i o n  C o m m i s s i o n  
t o  a n y  s h i p p e r  o f  n a t u r a l  g a s  who r e q u e s t s  s u c h  s e r v i c e s ,  p r o v i d e d  t h a t  e a c h  
p r o d u c t  f o r  w h i c h  t r a n s p o r t a t i o n  i s  r e q u e s t e d  s a t i s f i e s  t h e  c o n d i t i o n s  a n d  
s p e c i f i c a t i o n s  fo r  t r a n s p o r t a t i o n .  

N a t u r a l  G a s  a n d  P r o p a n e  D i s t r i b u t i o n  O p e r a t i o n s  

V i r g i n i a  G a s ,  t h r o u g h  t h e  d i s t r i b u t i o n  c o m p a n y ,  o w n s  a n d  operates  .33 m i l e s  
of  d i s t r i b u t i o n  p i p e l i n e  a n d  p r o v i d e s  n a t u r a l  g a s  s e r v i c e  t o  a p p r o x i m a t e l y  300 
c u s t o m e r s  i n  R u s s e l l  a n d  B u c h a n a n  c o u n t i e s  i n  V i r g i n i a .  C o n s t r u c t i o n  o f  a 1 0  
mle p i p e l i n e  p r o v i d i n g  s e r v i c e  t o  t h e  t o w n  of L e b a n o n ,  V i r g i n i a ,  i n  R u s s e l l  
C o u n t y  was c o m p l e t e d  i n  J u n e  1 9 9 7 .  T h e  d i s t r i b u t i o n  c o m p a n y  h a s  a C e r t i f i c a t e  
of  P u b l i c  C o n v e n i e n c e  a n d  Necess i ty  a u t h o r i z i n g  i t  t o  p r o v i d e  n a t u r a l  g a s  
s e r v i c e  i n  t h e s e  c o u n t i e s .  I n  J a n u a r y  1 9 9 7 ,  t h e  d i s t r i b u t i o n  c o m p a n y  f i l e d  a n  
a p p l i c a t i o n  w i t h  t h e  V i r g i n i a  S t a t e  C o r p o r a t i o n  C o m m i s s i o n  t o  e x t e n d  i ts  
s e r v i c e  t e r r i t o r y  t o  i n c l u d e  all o f  D i c k e n s o n  a n d  T a z e w e l l  c o u n t i e s  i n  
V i r g i n i a ,  w i t h  t h e  e x c e p t i o n  of  t h e  s e r v i c e  t e r r i t o r y  i n  T a z e w e l l  C o u n t y  
c u r r e n t l y  c e r t i f i c a t e d  t o  C o m m o n w e a l t h  P u b l i c  S e r v i c e  C o r p o r a t i o n .  T h i s  
a p p l i c a t i o n  w a s  s u b s e q u e n t l y  a m e n d e d  t o  i n c l u d e  t h e  t o w n  of S a l t v i l l e ,  
V i r g i n i a ,  a s  p a r t  o f  t h e  proposed s e r v i c e  t e r r i t o r y .  I n  M a r c h  1998,  t h e  
V i r g i n i a  S t a t e  C o r p o r a t i o n  C o m m i s s i o n  i s s u e d  a C e r t i f i c a t e  of P u b l i c  
C o n v e n i e n c e  a n d  Necessity t o  t h e  d i s t r i b u t i o n  c o m p a n y  a u t h o r i z i n g  i t  t o  p r o v i d e  
n a t u r a l  gas  s e r v i c e  t o  t h e  w e s t e r n  p o r t i o n  of T a z e w e l l  C o u n t y ,  e x c l u d i n g  t h e  
s e r v i c e  t e r r i t o r y  a l l o t t e d  t o  C o m m o n w e a l t h  P u b l i c  S e r v i c e  C o r p o r a t i o n ,  a l l  o f  
D i c k e n s o n  C o u n t y  a n d  t h e  t o w n  of S a l t v i l l e .  T h e  d i s t r i b u t i o n  c o m p a n y ' s  t a r i f f  
rates a re  a p p r o v e d  b y  t h e  V i r g i n i a  S t a t e  C o r p o r a t i o n  C o m m i s s i o n .  Rates w e r e  
l a s t  a p p r o v e d  for t h e  d i s t r i b u t i o n  c o m p a n y  i n  e a r l y  2 0 0 0 .  
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T h e  d i s t r i b u t i o n  c o m p a n y  h a s  a f i r m  t r a n s p o r t a t i o n  s e r v i c e  c o n t r a c t  f o r  a 
t e n - y e a r  t e r m  w i t h  E a s t  T e n n e s s e e  N a t u r a l  G a s  f o r  t h e  w i n t e r  m o n t h s  of N o v e m b e r  
t h r o u g h  M a r c h ,  a n d  a n  i n t e r r u p t i b l e  t r a n s p o r t a t i o n  c o n t r a c t  w i t h  E a s t  T e n n e s s e e  
N a t u r a l  G a s  € o r  t h e  r e m a i n d e r  of t h e  y e a r .  

I n  1 9 9 6 ,  V i r g i n i a  G a s  c o m m e n c e d  d i s t r i b u t i o n  o f  p r o p a n e  g a s  i n  s o u t h w e s t e r n  
V i r g i n i a .  B e c a u s e  of s h a r e d  costs a n d  s i m i l a r i t i e s  b e t w e e n  n a t u r a l  a n d  p r o p a n e  
gas, many n a t u r a l  qas u t i l i t i e s  p r o v i d e  b o t h  p r o d u c t s  t o  t h e i r  c u s t o m e r s .  
C u s t o m e r s  o f t e n  do n o t  d i s t i n g u i s h  b e t w e e n  t h e  t w o  f o r m s  of  g a s  when u s e d  i n  
t h e  home.  V i r g i n i a  G a s  i n t e n d s ,  i n  p a r t ,  t o  d e v e l o p  i t s  p r o p a n e  d i s t r i b u t i o n  
b u s i n e s s  t h r o u g h  selective a c q u i s i t i o n s .  I n  t h a t  regard,  V i r g i n i a  G a s  a c q u i r e d  
a p o r t i o n  of B l u e  G r a s s  Oils, I n c . ' s  e x i s t i n g  p r o p a n e  d i s t r i b u t i o n  b u s i n e s s  i n  
B u c h a n a n ,  D i c k e n s o n  a n d  R u s s e l l  c o u n t i e s  a n d  i n  t h e  w e s t e r n  p a r t  of T a z e w e l l  
C o u n t y  i n  A p r i l  1 9 9 7 .  A t  t h e  e n d  o f  1 9 9 9 ,  V i r g i n i a  G a s  w a s  p r o v i d i n g  p r o p a n e  
g a s  s e r v i c e  t o  ove r  4 , 4 0 0  c u s t o m e r s  i n  s o u t h w e s t e r n  V i r g i n i a .  

E x p l o r a t i o n ,  P r o d u c t i o n ,  G a t h e r i n g  a n d  M a r k e t i n g  O p e r a t i o n s  

D r i l l i n g  A c t i v i t y .  V i r g i n i a  G a s  d i d  n o t  d r i l l  o r  c o m p l e t e  a n y  n a t u r a l  g a s  
w e l l s  d u r i n g  1998 ,  1 9 9 9  o r  t h e  f i r s t  n i n e  m o n t h s  o f  2000. 

S e r v i c e  O p e r a t i o n s .  V i r g i n i a  Gas e n g a g e s  i n  t h e  b u s i n e s s  o f  s u p e r v i s i n g  
d r i l l i n g  o p e r a t i o n s  a n d  o p e r a t i n g  p r o d u c i n g  w e l l s .  A s  of  December 3 1 ,  1999,  
V i r g i n i a  G a s  ope ra t ed  7 2  w e l l s  l o c a t e d  i n  V i r g i n i a  a n d  West V i r g i n i a .  A s  a n  
o p e r a t o r  o f  p r o d u c i n g  w e l l s ,  V i r g i n i a  G a s  i s  r e s p o n s i b l e  f o r  t h e  m a i n t e n a n c e  
a n d  v e r i f i c a t i o n  o f  a l l  p r o d u c t i o n  records, d i s t r i b u t i o n  o f  p r o d u c t i o n  proceeds 
a n d  i n f o r m a t i o n ,  a n d  c o m p l i a n c e  w i t h  v a r i o u s  s t a t e  a n d  f e d e r a l  r e g u l a t i o n s .  
G e n e r a l l y ,  V i r g i n i a  G a s  p r o v i d e s  t h e  r o u t i n e  day-to-day p r o d u c t i o n  o p e r a t i o n s  
f o r  p r o d u c i n g  w e l l s  a n d  is  p a i d  f o r  s u c h  s e r v i c e s  on a per  w e l l ,  m o n t h l y  fee 
b a s i s .  

Gas G a t h e r i n g  O p e r a t i o n s .  V i r g i n i a  G a s  o p e r a t e s  v a r i o u s  u n r e g u l a t e d  n a t u r a l  
gas g a t h e r i n g  systems located m a i n l y  i n  D i c k e n s o n  a n d  B u c h a n a n  c o u n t i e s  i n  
V i r g i n i a ,  w h i c h  c o n n e c t  V i r g i n i a  G a s ' s  operated w e l l s  t o  i n t e r s t a t e  p i p e l i n e s .  
T h e  g a t h e r i n g  s y s t e m s  c o n s i s t  o f  a p p r o x i m a t e l y  67 m i l e s  o f  p i p e l i n e .  T h e  
g a t h e r i n g  s y s t e m s  c o n n e c t  V i r g i n i a  Gas's n a t u r a l  g a s  p r o d u c t i o n  t o  t h e  E a s t  
T e n n e s s e e  N a t u r a l  G a s ,  D o m i n i o n  T r a n s m i s s i o n  a n d  C o l u m b i a  G a s  T r a n s m i s s i o n  
Company i n t e r s t a t e  p i p e l i n e  s y s t e m s  a n d  g a t h e r i n g  systems a s  w e l l  as t o  t h e  
d i s t r i b u t i o n  c o m p a n y ' s  d i s t r i b u t i o n  s y s t e m .  
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F o r  s u c h  n a t u r a l  gas  g a t h e r i n g  s e r v i c e s ,  V i r g i n i a  G a s  co l l ec t s  c e r t a i n  
t r a n s p o r t a t i o n  a l l o w a n c e s  f r o m  p r o d u c e r s  ( o w n e r s  of  n a t u r a l  g a s ) .  
T r a n s p o r t a t i o n  a l l o w a n c e s  v a r y  d e p e n d i n g  u p o n  c o n t r a c t u a l  a r r a n g e m e n t s  a n d  
c u r r e n t l y  range f r o m  s . 0 5  t o  $ . S O  per MMBtu. 

M a r k e t i n g .  I n  1 9 9 7 ,  V i r g i n i a  G a s  b e g a n  m a r k e t i n g  n a t u r a l  g a s .  V i r g i n i a  G a s  
c u r r e n t l y  m a r k e t s  a n d  s e l l s  n a t u r a l  g a s  p r o v i d e d  f r o m  c o m p a n y - o p e r a t e d  w e l l s  
a n d  f a c i l i t i e s .  V i r g i n i a  G a s  a n t i c i p a t e s  t h a t  f u t u r e  e x p a n s i o n  of i t s  m a r k e t i n g  
o p e r a t i o n s  w i l l  i n c l u d e  p u r c h a s e s  o f  n a t u r a l  g a s  s u p p l i e s  f r o m  t h i r d  p a r t y  
s o u r c e s ,  s t o r i n g  t h e s e  s u p p l i e s  i n  i t s  S a l t v i l l e  f a c i l i t y  a n d  m a r k e t i n g  t h e s e  
s u p p l i e s  t o  i t s  c u s t o m e r s .  

C o m p e t i t i o n  a n d  C u s t o m e r  B a s e  

V i r g i n i a  G a s  competes w i t h  m a j o r  u t i l i t y  c o m p a n i e s  a n d  p i p e l i n e  c o m p a n i e s  i n  
t h e  a r e a s  o f  u t i l i t y  s e r v i c e s  a n d  p i p e l i n e  o p e r a t i o n s .  T h e  d e r e g u l a t i o n  of t h e  
n a t u r a l  gas  i n d u s t r y  h a s  p r o v i d e d  V i r g i n i a  G a s  w i t h  m a r k e t i n g  a n d  
t r a n s p o r t a t i o n  o p p o r t u n i t i e s ;  h o w e v e r ,  o t h e r  p i p e l i n e  c o m p a n i e s ,  m a r k e t e r s  a n d  
b r o k e r s  w i t h  r e s o u r c e s  g rea te r  t h a n  V i r g i n i a  G a s  are a l s o  t h e  b e n e f i c i a r i e s  o f  
s u c h  d e r e g u l a t i o n .  W h i l e  V i r g i n i a  G a s ,  t h e  s t o r a g e  c o m p a n y  and t h e  p i p e l i n e  
c o m p a n y  c u r r e n t l y  own a n d  ope ra t e  t h e  o n l y  u n d e r g r o u n d  n a t u r a l  ga s  s t o r a g e  
f a c i l i t i e s  i n  V i r g i n i a ,  i t  i s  p o s s i b l e  t h a t  o t h e r  c o m p a n i e s  c o u l d  d e v e l o p  o t h e r  
u n d e r g r o u n d  n a t u r a l  g a s  s to rage  f a c i l i t i e s ,  a n d  c o m p a n i e s  c o u l d  r e l y  on  o t h e r  
m e t h o d s  of s t o r a g e ,  s u c h  a s  a b o v e - g r o u n d  s t o r e d  l i q u e f i e d  n a t u r a l  gas .  V i r g i n i a  
G a s  a l s o  c o m p e t e s  i n  t h e  a r e a s  of e x p l o r a t i o n ,  p r o d u c t i o n ,  t r a n s p o r t a t i o n  and  
m a r k e t i n g  o f  n a t u r a l  g a s  a n d  d i s t r i b u t i o n  o f  p r o p a n e  w i t h  m a l o r  o i l  c o m p a n i e s ,  
o t h e r  i n d e p e n d e n t  o i l  a n d  g a s  c o n c e r n s  a n d  i n d i v i d u a l  p r o d u c e r s  a n d  ope ra to r s .  
Many of  V i r g i n i a  Gas's c o m p e t i t o r s  h a v e  s u b s t a n t i a l l y  g r e a t e r  f i n a n c i a l  a n d  
o t h e r  r e s o u r c e s  t h a n  V i r g i n i a  G a s .  

3 2  

V i r g i n i a  G a s  h a s  a l i m i t e d  n u m b e r  o f  c u s t o m e r s  f o r  i t s  w h o l e s a l e  p i p e l i n e  
a n d  s to rage  s e r v i c e s ,  a s  p o t e n t i a l  c u s t o m e r s  m u s t  h a v e  i n t e r c o n n e c t s  o n  t h e  
l i m i t e d  n u m b e r  o f  p i p e l i n e s  w i t h  w h i c h  V i r g i n i a  G a s ' s  f a c i l i t i e s  are c o n n e c t e d .  
As a r e s u l t ,  a m a j o r i t y  of V i r g i n i a  G a s ' s  r e v e n u e s  are e a r n e d  f r o m  a small 
g r o u p  of c u s t o m e r s .  

R e g u l  a t  i o n  

V i r g i n i a  S t a t e  C o r p o r a t i o n  C o m m i s s i o n .  T h e  p i p e l i n e  c o m p a n y ' s  a n d  t h e  
s t o r a g e  c o m p a n y ' s  n a t u r a l  g a s  s t o r a g e  o p e r a t i o n s  a re  r e g u l a t e d  p r i m a r i l y  by t h e  
V i r g i n i a  S t a t e  C o r p o r a t i o n  C o m m i s s i o n  a n d  t h e  F e d e r a l  E n e r g y  R e g u l a t o r y  
C o m m i s s i o n ,  w h i c h  h a s  j u r i s d i c t i o n  o v e r  i n t e r s t a t e  s a l e s  of s torage  s e r v i c e s .  
S t o r a g e  r a t e s  a re  s u b j e c t  t o  V i r g i n i a  S t a t e  C o r p o r a t i o n  C o m m i s s i o n  a p p r o v a l  a n d  
a r e  based o n  t h e  c o s t  of  s e r v i c e  o f  t h e  f a c i l i t y ,  w h i c h  p r o v i d e  f o r  a n  a p p r o v e d  
ra te  o f  r e t u r n .  A f a c i l i t y  c a n  app ly  for r e v i s e d  rates based o n  a c t u a l  cos t s  i f  
t h e y  a r e  h i g h e r  t h a n  p r e v i o u s l y  a n t i c i p a t e d  a n d  c o n v e r s e l y  t h e  V i r g i n i a  S t a t e  
C o r p o r a t i o n  C o m m i s s i o n  may r e q u i r e  a r e d u c t i o n  i n  ra tes  i f  r e t u r n s  a re  h i g h e r  
t h a n  a n t i c i p a t e d .  

T h e  p i p e l i n e  c o m p a n y ' s  t r a n s m i s s i o n  p i p e l i n e  o p e r a t i o n s  a r e  r e g u l a t e d  by t h e  
V i r g i n i a  S t a t e  C o r p o r a t i o n  C o m m i s s i o n .  S u b s t a n t l a l l y  all of t h e  o p e r a t i o n s  
c o n d u c t e d  t h r o u g h  t h e s e  p i p e l i n e s  c o n s t i t u t e  common carr ier  p i p e l i n e  
a c t i v i t i e s .  S u c h  common carrier a c t i v i t i e s  a re  t h o s e  u n d e r  w h i c h  t r a n s p o r t a t i o n  
i n  t h e  p i p e l i n e  is a v a i l a b l e  a t  t a r i f f  rates p u b l i s h e d  w i t h  t h e  V i r g i n i a  S t a t e  
C o r p o r a t i o n  C o m m i s s i o n  t o  any s h i p p e r  of n a t u r a l  g a s  who r e q u e s t s  s u c h  
s e r v i c e s ,  p r o v i d e d  t h a t  e a c h  p r o d u c t  f o r  w h i c h  t r a n s p o r t a t i o n  i s  r e q u e s t e d  
s a t i s f i e s  t h e  c o n d i t i o n s  a n d  s p e c i f i c a t i o n s  f o r  t r a n s p o r t a t i o n .  

T h e  n a t u r a l  g a s  d i s t r i b u t i o n  o p e r a t i o n s  o f  t h e  d i s t r i b u t i o n  c o m p a n y  are a l s o  
r e g u l a t e d  b y  t h e  V i r g i n i a  S t a t e  C o r p o r a t i o n  Commission, w h i c h  r e g u l a t e s  t h e  
rates t h a t  may be c h a r g e d  t b  e n d - u s e r s ,  s e t t i n g  t h e m  a t  l e v e l s  s u f f i c i e n t  t o  
r e c o v e r  t h e  cost of s e r v i c e  t o  i t s  c u s t o m e r s ,  i n c l u d i n g  a n  a p p r o v e d  r a t e  of 
r e t u r n .  T h e  d i s t r i b u t i o n  c o m p a n y  f i l e d  f o r  a r a t e  i n c r e a s e  l a t e  i n  1 9 9 9 .  T h e  
i n c r e a s e  w a s  p u t  i n  place s u b l e c t  t o  r e f u n d  d u r i n g  J a n u a r y  2 0 0 0 .  D u r i n g  
F e b r u a r y  2000,  t h e  V i r g i n i a  S t a t e  C o r p o r a t i o n  C o m m i s s i o n  a p p r o v e d  V i r g i n i a  
G a s ' s  new r a t e  s t r u c t u r e .  

T h e  g a t h e r i n g  f a c i l i t i e s ,  p r o p a n e  d i s t r i b u t i o n  o p e r a t i o n s ,  e x p l o r a t i o n  
o p e r a t i o n s  a n d  n a t u r a l  g a s  m a r k e t i n g  o p e r a t i o n s  are n o t  s u b l e c t  t o  s e r v i c e  o r  
r a t e  r e g u l a t i o n  by t h e  V i r g i n i a  S t a t e  C o r p o r a t i o n  C o m m i s s i o n .  

F e d e r a l  E n e r g y  R e g u l a t o r y  C o m m i s s i o n .  V i r g i n i a  G a s ' s  o p e r a t i o n s  e i t h e r  a re  
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n o t  g o v e r n e d  by, o r  by v i r t u e  o f  l i m i t e d  j u r i s d i c t i o n  c e r t i f i c a t e s  h a v i n g  b e e n  
i s s u e d  by t h e  F e d e r a l  E n e r g y  R e g u l a t o r y  C o m m i s s i o n ,  a r e  e x e m p t  f r o m  f u r t h e r  
r e g u l a t i o n  by, t h e  F e d e r a l  E n e r g y  R e g u l a t o r y  C o m m i s s i o n  u n d e r  t h e  N a t u r a l  G a s  
A c t .  

E n v i r o n m e n t a l  a n d  S a f e t y .  V i r g i n i a  G a s ' s  o p e r a t i o n s  a r e  s u b j e c t  t o  v a r i o u s  
f e d e r a l ,  s t a t e  a n d  local e n v i r o n m e n t a l  laws. I n  p a r t i c u l a r ,  o p e r a t i o n s  i n  
V i r g i n i a  a r e  s u b j e c t  t o  t h e  V i r g i n i a  C l e a n  A i r  A c t  a s  a d m i n i s t e r e d  by t h e  
V i r g i n i a  D e p a r t m e n t  o f  E n v i r o n m e n t a l  Q u a l i t y .  T h e  V i r g i n i a  C l e a n  A i r  A c t  
r e s t r i c t s  e m i s s i o n s  f r o m  w e l l s ,  p i p e l i n e s  a n d  p r o c e s s i n g  p l a n t s ,  a n d  t h e  
V i r g i n i a  D e p a r t m e n t  of E n v i r o n m e n t a l  Q u a l i t y  may c u r t a i l  o p e r a t i o n s  n o t  m e e t i n g  
minimum s t a n d a r d s .  T h e  d e s i g n ,  c o n s t r u c t i o n ,  o p e r a t i o n  a n d  m a i n t e n a n c e  of 
V i r g i n i a  G a s ' s  V i r g i n i a  S t a t e  C o r p o r a t i o n  C o m m i s s i o n  j u r i s d i c t i o n a l  f a c i l i t i e s  
a r e  s u b j e c t  t o  t h e  s a f e t y  r e g u l a t i o n s  e s t a b l i s h e d  by t h e  U n i t e d  S t a t e s  
D e p a r t m e n t  o f  T r a n s p o r t a t i o n  p u r s u a n t  t o  t h e  N a t u r a l  G a s  P i p e l i n e  S a f e t y  A c t  of 
1 9 6 8  o r  b y  s t a t e  a g e n c y  r e g u l a t i o n s  m e e t i n g  t h e  r e q u i r e m e n t s  t h e r e u n d e r .  
V i r g i n i a  G a s  i s  a l s o  s u b j e c t  t o  o t h e r  f edera l ,  s t a t e  a n d  loca l  l a w s  c o v e r i n g  
t h e  h a n d l i n q  o r  d i s c h a r g e  i n t o  t h e  e n v i r o n m e n t  o f  m a t e r i a l s  used  by V i r g i n i a  
G a s ,  o r  o t h e r w i s e  r e l a t i n g  t o  p r o t e c t i o n  of  t h e  e n v i r o n m e n t ,  s a f e t y  a n d  h e a l t h .  

E x p e n d i t u r e s  f o r  e n v i r o n m e n t a l  c o n t r o l  f a c i l i t i e s  a n d  f o r  r e m e d i a t i o n  h a v e  
n o t  b e e n  ma te r i a l  i n  r e l a t i o n  t o  V i r g i n i a  Gas's r e s u l t s  of o p e r a t i o n s .  V i r g i n i a  
G a s  b e l i e v e s ,  h o w e v e r ,  t h a t  i t  i s  r e a s o n a b l y  l i k e l y  t h a t  t h e  t r e n d  i n  
e n v i r o n m e n t a l  l e g i s l a t i o n  a n d  r e g u l a t i o n s  w i l l  c o n t i n u e  t o  be t o w a r d  stricter 
s t a n d a r d s .  V i r g i n i a  G a s  i s  u n a w a r e  of f u t u r e  e n v i r o n m e n t a l  s t a n d a r d s  t h a t  a re  
r e a s o n a b l y  l i k e l y  t o  be adopted  t h a t  w i l l  h a v e  a m a t e r i a l  e f f e c t  o n  V i r g i n i a  
G a s ' s  r e s u l t s  of o p e r a t i o n s ,  b u t  t h e r e  c a n  be n o  a s s u r a n c e  s u c h  s t a n d a r d s  w i l l  
n o t  b e  a d o p t e d  i n  t h e  f u t u r e .  

3 3  

T i t l e  t o  P r o p e r t i e s  

S u b s t a n t i a l l y  a l l  o f  t h e  p r o p e r t i e s  c o m p r i s i n g  t h e  S a l t v i l l e  f a c i l i t y  a n d  
t h e  E a r l y  G r o v e  f i e l d  a re  s i t u a t e d  o n  s u r f a c e  l a n d  n o t  c u r r e n t l y  o w n e d  by 
V i r g i n i a  G a s ,  t h e  p i p e l i n e  c o m p a n y  o r  t h e  s t o r a g e  c o m p a n y .  

T h e  p i p e l i n e  c o m p a n y ' s  r i g h t s  t o  d e v e l o p  a n d  ope ra t e  t h e  S a l t v i l l e  f a c i l i t y  
a r e  c u r r e n t l y  d e r i v e d  f r o m  a deed f r o m  t h e  S a l t v i l l e  I n d u s t r i a l  D e v e l o p m e n t  
A u t h o r i t y .  T h e  deed p r o v i d e s  t h e  p i p e l i n e  c o m p a n y  w i t h  r i g h t s  t o  store g a s ,  
r i g h t s  t o  u s e  a n y  f a c i l i t i e s  a n d  s u r f a c e  area for n a t u r a l  gas storage u s e  a n d  
r i g h t s  t o  r e m o v e  s a l t s  t o  c rea te  c a v i t i e s  f o r  n a t u r a l  g a s  s t o r a g e .  T h e  deed 
e n c o m p a s s e s  a p p r o x i m a t e l y  11,000 acres of s t o r a g e  r i g h t s  i n  W a s h i n g t o n  a n d  
S m y t h  counties. By C o n t r a c t  of S a l e ,  d a t e d  J u n e  13, 2000, b e t w e e n  t h e  t o w n  o f  
S a l t v i l l e ,  t h e  S a l t v i l l e  I n d u s t r i a l  D e v e l o p m e n t  A u t h o r i t y  a n d  V i r g i n i a  G a s ,  
V i r g i n i a  G a s  agreed t o  a c q u i r e  a l l  o f  t h e  r i g h t ,  t i t l e  and  i n t e r e s t  i n  
a p p r o x i m a t e l y  600 acres l oca t ed  i n  S a l t v i l l e ,  i n c l u d i n g  18 e x i s t i n g  h i g h  
p r e s s u r e  b r i n e  w e l l s  l o c a t e d  on t h e  p rope r ty .  T h e  s a l e  i s  s u b j e c t  t o ,  among 
o t h e r  t h i n g s ,  (1) r e g u l a t o r y  a p p r o v a l s  w i t h  respect t o  t h e  p i p e l i n e  c o m p a n y ' s  
p a r t i a l  re lease  of i t s  r i g h t s  u n d e r  a n  e x i s t i n g  o i l  a n d  gas  l ease  a n d  deed w i t h  
t h e  t o w n  o f  S a l t v i l l e ,  r e l a t i n g  t o  a p p r o x i m a t e l y  10,000 acres  c o n t i g u o u s  t o  t h e  
6 0 0  acre pa rce l  a n d  t h e  c o n s t r u c t i o n  of a n a t u r a l  gas d i s t r i b u t i o n  p i p e l i n e  t o  
t h e  S a l t v i l l e  I n d u s t r i a l  D e v e l o p m e n t  P a r k  a n d  ( 2 )  t h e  a c q u i s i t i o n  by V i r g i n i a  
G a s  o f  c e r t a i n  o t h e r  a d j a c e n t  r e s i d e n t i a l  p r o p e r t i e s ,  w h i c h  h a v e  s u b s e q u e n t l y  
b e e n  a c q u i r e d  by V i r g i n i a  G a s .  

T h e  s t o r a g e  c o m p a n y ' s  r i g h t s  t o  d e v e l o p  a n d  operate  t h e  E a r l y  G r o v e  f i e l d  
are d e r i v e d  f r o m  i t s  o w n e r s h i p  o f  m i n e r a l  l e a s e h o l d  r i g h t s  a n d  f rom s u r f a c e  
e a s e m e n t s .  

M o s t  o f  t h e  e x i s t i n g  p i p e l i n e s ,  g a t h e r i n g  s y s t e m s  a n d  d i s t r i b u t i o n  s y s t e m s  
a r e  s i t u a t e d  o n  l a n d  n o t  o w n e d  by V i r g i n i a  G a s ,  i t s  s u b s i d i a r i e s  o r  a f f i l i a t e s  
b u t  a s  t o  w h i c h  V i r g i n i a  G a s ,  its s u b s i d i a r i e s  o r  a f f i l i a t e s  h a v e  e a s e m e n t s  
f r o m  t h e  l a n d o w n e r s  p e r m i t t i n g  t h e  u s e  of s u c h  l a n d  f o r  t h e  c o n s t r u c t i o n  a n d  
o p e r a t i o n  of p i p e l i n e  f a c i l i t i e s .  V i r g i n i a  G a s ,  i t s  s u b s i d i a r i e s  o r  a f f i l i a t e s  
r e c e i v e d  o r  i n t e n d  t o  r e c e i v e  f r a n c h i s e s ,  e a s e m e n t s ,  l i c e n s e s ,  p e r m i t s  a n d  
o t h e r  a u t h o r i z a t i o n s  t o  c o n s t r u c t  a n d  operate  proposed or f u t u r e  p i p e l i n e s ,  
g a t h e r i n g  systems a n d  d i s t r i b u t i o n  s y s t e m s  w i t h i n  t h e  l u r i s d i c t i o n  o f  v a r i o u s  
c i t i e s ,  c o u n t i e s  a n d  o t h e r  g o v e r n m e n t  a g e n c i e s  a n d  j u r i s d i c t i o n s ,  as w e l l  a s  
a l o n g  a n d  across  w a t e r w a y s  a n d  r i g h t s - o f - w a y  for f e d e r a l ,  s t a t e ,  c o u n t y  a n d  
c i t y  h i g h w a y s ,  s t r ee t s  a n d  roads.  

S u b s t a n t i a l l y  a l l  o f  t h e  p r o d u c i n g  p rope r ty  i n t e r e s t s  are h e l d  p u r s u a n t  t o  
leases f r o m  t h i r d  p a r t i e s .  V l r g i n i a  G a s  b e l i e v e s  t h a t  i t  or  i t s  s u b s i d i a r i e s  or 
a f f i l i a t e s  h a s  s a t i s f a c t o r y  t i t l e  t o  s u c h  p r o p e r t i e s  l n  a c c o r d a n c e  w i t h  
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s t a n d a r d s  g e n e r a l l y  a c c e p t e d  i n  t h e  n a t u r a l  g a s  i n d u s t r y .  T h e  p r o d u c i n g  
p r o p e r t i e s  a re  s u b j e c t  t o  c u s t o m a r y  r o y a l t y  i n t e r e s t s ,  l i e n s  f o r  c u r r e n t  t a x e s  
a n d  o t h e r  b u r d e n s  t h a t  s h o u l d  n o t  m a t e r i a l l y  i n t e r f e r e  w i t h  t h e  u s e  of or 
a f f e c t  t h e  v a l u e  o f  s u c h  p r o d u c i n g  p r o p e r t i e s .  

E m p l o y e e s  

A s  o f  D e c e m b e r  31, 1 9 9 9 ,  V i r g i n i a  Gas,  i t s  s u b s i d i a r i e s  a n d  a f f i l i a t e d  
c o m p a n i e s  e m p l o y e d  55 p e r s o n s  o n  a f u l l  t i m e  bas i s ,  n o n e  o f  whom are  c o v e r e d  by 
a c o l l e c t i v e  b a r g a i n i n g  a g r e e m e n t .  

V i r g i n i a  G a s ' s  p r i n c i p a l  e x e c u t i v e  o f f i c e s  a r e  l o c a t e d  a t  2 0 0  E a s t  M a i n  
S t r e e t ,  A b i n g d o n ,  V i r g i n i a  2 4 2 1 0  ( T e l e p h o n e :  ( 5 4 0 )  6 7 6 - 2 3 8 0 ) .  

34 
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R e s u l t s  o f  o p e r a t i o n s  

N e t  I n c o m e .  D u r i n g  t h e  t h r e e  m o n t h s  e n d e d  J u n e  30, 2 0 0 0 ,  V i r g i n i a  G a s  
r e c o r d e d  n e t  i n c o m e  o f  $ 5 3 , 0 0 0 ,  c o m p a r e d  t o  n e t  i n c o m e  o f  $ 9 3 , 0 0 0  f o r  t h e  same 
p e r i o d  i n  1 9 9 9 .  Basic a n d  d i l u t e d  n e t  i n c o m e  pe r  common s h a r e  f o r  t h e  quarter 
w a s  $ 0 . 0 1  compared t o  $ 0 . 0 2  for t h e  s e c o n d  q u a r t e r  of 1 9 9 9 .  Fo r  t h e  s i x  m o n t h s  
e n d i n g  J u n e  30, 2 0 0 0 ,  V i r g i n i a  Gas r e c o r d e d  n e t  i n c o m e  of $ 2 6 3 , 0 0 0  c o m p a r e d  t o  
n e t  i n c o m e  of $ 9 2 6 , 0 0 0  f o r  t h e  s a m e  pe r iod  i n  1 9 9 9 .  T h e  s i x  m o n t h s  e n d i n g  J u n e  
3 0 ,  3 9 9 9 ,  i n c l u d e d  a p p r o x i m a t e l y  $ 4 0 0 , 0 0 0  i n  n e t  i n c o m e  f r o m  V i r g i n i a  G a s ' s  
s h a r e  o f  t h e  s t o r a g e  c o m p a n y ' s  s a l e  o f  i t s  Haysi g a t h e r i n g  system. T h e  s a l e  
r e s u l t e d  i n  a n  a d d i t i o n a l  $ 0 . 0 7  o f  n e t  i n c o m e  per common s h a r e .  Basic a n d  
d i l u t e d  n e t  i n c o m e  per common s h a r e  f o r  t h e  s i x  m o n t h s  e n d i n g  J u n e  30, 2000, 
w a s  $0 .05  c o m p a r e d  t o  $0 .17  f o r  t h e  s a m e  p e r i o d  i n  1 9 9 9 .  

R e v e n u e s .  V i r g i n i a  G a s  recorded r e v e n u e s  o f  $ 3 . 1  m i l l i o n  f o r  t h e  q u a r t e r  
e n d i n g  J u n e  30, 2000,  c o m p a r e d  t o  $ 2 . 4  m i l l i o n  f o r  t h e  s a m e  per iod i n  1 9 9 9 ,  
r e p r e s e n t i n g  a 30 p e r c e n t  i n c r e a s e .  R e v e n u e  g r o w t h  w a s  p r i m a r i l y  d e r i v e d  f r o m  
V i r g i n i a  Gas's i n c r e a s e d  n a t u r a l  g a s  sales a n d  g r o w t h  i n  its p r o p a n e  
d i s t r i b u t i o n  o p e r a t i o n .  V i r g i n i a  G a s  r e c o r d e d  $ 1 , 3 9 7 , 0 0 0  i n  g a s  sa les  d u r i n g  
t h e  s e c o n d  q u a r t e r  o f  2000 c o m p a r e d  t o  $709,000 for t h e  same p e r i o d  i n  1 9 9 9 .  
T h i s  i n c r e a s e  r e s u l t e d  f r o m  i n c r e a s e d  g a s  prices.  T h e  a v e r a g e  s e l l i n g  p r ice  o f  
g a s  per d t h  i n c r e a s e d  $1.31 f r o m  $ 2 . 1 6  d u r i n g  t h e  s e c o n d  q u a r t e r  of 1 9 9 9  t o  
$ 3 . 4 7  fo r  t h e  same p e r i o d  i n  2 0 0 0 .  P r o p a n e  gas  s a l e s  i n c r e a s e d  4 8  p e r c e n t  t o  
$ 2 9 8 , 0 0 0  i n  t h e  s e c o n d  q u a r t e r  of 2000 f r o m  $201,000 f o r  t h e  same p e r i o d  i n  
1 9 9 9  a s  V i r g i n i a  G a s ' s  c u s t o m e r  base i n c r e a s e d  t o  4 ,800  f r o m  3 , 5 0 0  a n d  g a l l o n s  
so ld  i n c r e a s e d  t o  280,000 f r o m  2 5 0 , 0 0 0 .  T h e  largest  d e c l i n e  i n  r e v e n u e s  
o c c u r r e d  i n  s t o r a g e  r e v e n u e s ,  w h i c h  d e c r e a s e d  t o  $ 6 6 9 , 0 0 0  f o r  t h e  s e c o n d  
q u a r t e r  o f  2000 f r o m  $708,000 f o r  t h e  s e c o n d  q u a r t e r  o f  1 9 9 9 .  T h i s  d e c l i n e  w a s  
d u e  t o  t h e  e x p i r a t i o n  o f  a g a s  s t o r a g e  c o n t r a c t .  F o r  t h e  six m o n t h s  e n d e d  J u n e  
30, 2000, V i r g i n i a  G a s  h a d  r e v e n u e s  of $6 .3  m i l l i o n  c o m p a r e d  t o  $ 5 . 3  m i l l i o n  
for t h e  same p e r i o d  i n  1 9 9 9 .  T h e  i n c r e a s e  i n  r e v e n u e s  d u r i n g  t h e  s i x  m o n t h s  
e n d e d  J u n e  30, 2 0 0 0 ,  p r i m a r i l y  r e s u l t e d  f r o m  i n c r e a s e d  n a t u r a l  g a s  s a l e s  a n d  
g r o w t h  i n  p r o p a n e  d i s t r i b u t i o n ,  o f f s e t  i n  par t  b y  decreased s t o r a g e  r e v e n u e s .  

C o s t  of  G a s  S o l d ;  P r o p a n e  G a s  E x p e n s e .  D u r i n g  t h e  s e c o n d  q u a r t e r  of 2 0 0 0 ,  
t h e  c o s t  o f  g a s  so ld  i n c r e a s e d  s h a r p l y  t o  $ 1 , 2 5 1 , 0 0 0  compared t o  $ 6 3 6 , 0 0 0  i n  
1 9 9 9 ,  d u e  t o  r i s i n g  g a s  pr ices  a n d  i n c r e a s e d  g a s  sales.  T h e  a m o u n t  o f  g a s  s o l d  
i n c r e a s e d  1 5 9 , 0 0 0  d t h s  f r o m  321,000 d t h s  f o r  t h e  t h r e e  m o n t h s  e n d i n g  J u n e  3 0 ,  
1 9 9 9 ,  t o  480,000 d t h s  for t h e  same per iod i n  2000.  T h e  cos t  of g a s  s o l d  
i n c r e a s e d  f r o m  a n  a v e r a g e  o f  $1 .98  per d t h  for t h e  s e c o n d  q u a r t e r  o f  1 9 9 9  t o  
$ 2 . 6 1  p e r  d t h  f o r  t h e  s e c o n d  q u a r t e r  of  2000. V i r g i n i a  G a s ' s  c o s t  o f  gas  s o l d  
i n c r e a s e d  f r o m  $1.1 m i l l i o n  f o r  t h e  s i x  m o n t h s  e n d e d  J u n e  30, 1 9 9 9 ,  t o  $ 1 . 8  
m i l l i o n  f o r  t h e  same p e r i o d  i n  2 0 0 0  p r i m a r i l y  d u e  t o  i n c r e a s e d  g a s  p r i c e s  a n d  
i n c r e a s e d  gas  sa les .  

D u r i n g  t h e  s e c o n d  q u a r t e r  o f  2 0 0 0 ,  c o s t  o f  p r o p a n e  s o l d  i n c r e a s e d  t o  
$ 1 5 7 , 0 0 0  f r o m  $101,000 d u r i n g  t h e  s e c o n d  q u a r t e r  of 1 9 9 9  as  a r e s u l t  of h i g h e r  
v o l u m e s .  P r o p a n e  m a r g i n s  i n c r e a s e d  $0.04 per g a l l o n  f r o m  $ 0 . 4 1  for t h e  t h r e e  
m o n t h s  e n d e d  J u n e  3 0 ,  1 9 9 9 ,  t o  $ 0 . 4 5  for t h e  same p e r i o d  i n  2 0 0 0 .  A v e r a g e  s a l e s  
p r i c e  p e r  g a l l o n  i n c r e a s e d  t o  $0.95 f o r  t h e  s e c o n d  q u a r t e r  of 2000 c o m p a r e d  t o  
$0 .82  f o r  t h e  s a m e  per iod o f  1 9 9 9 ,  a n d  t h e  c o s t  per u n i t  a l s o  i n c r e a s e d  t o  
$ 0 . 4 9  p e r  g a l l o n  f r o m  $0 .40  pe r  g a l l o n .  T h e  cost o f  p r o p a n e  i n c r e a s e d  t o  
$655,000 f o r  t h e  s i x  m o n t h s  e n d e d  J u n e  30, 2000, f r o m  $353,000 f o r  t h e  s a m e  
per iod i n  1 9 9 9  p r i m a r i l y  a s  a r e s u l t  o f  i n c r e a s e d  volumes a n d  h i g h e r  a v e r a g e  
s a l e s  p r i c e s  pe r  g a l l o n .  

G e n e r a l  a n d  A d m i n i s t r a t i v e  E x p e n s e .  G e n e r a l  a n d  a d m i n i s t r a t i v e  e x p e n s e  
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i n c r e a s e d  d u r i n g  t h e  q u a r t e r  e n d e d  J u n e  30, 2000, t o  $558,000 c o m p a r e d  t o  
$ 4 2 9 , 0 0 0  for t h e  same p e r i o d  i n  1 9 9 9 .  T h i s  i n c r e a s e  i s  d u e  p r i m a r i l y  t o  (1) a n  
i n c r e a s e  i n  w a g e s  e x p e n s e ,  a s  V i r g i n i a  G a s  h i r e d  a d d i t i o n a l  p e r s o n n e l  t o  
o p e r a t e  i t s  e v a p o r a t o r  f a c i l i t y ,  a n d  ( 2 )  a n  i n c r e a s e  i n  p r o f e s s i o n a l  f e e s  
r e l a t i n g  t o  V i r g i n i a  G a s ' s  e x p l o r a t i o n  of s t r a t e g i c  a l t e r n a t i v e s .  F o r  t h e  s i x  
m o n t h s  e n d i n g  J u n e  30, 2000, g e n e r a l  a n d  a d m i n i s t r a t i v e  e x p e n s e  t o t a l e d  
$ 1 , 0 8 4 , 0 0 0  c o m p a r e d  t o  $871,000 d u r i n g  t h e  same p e r i o d  i n  1 9 9 9  p r i m a r i l y  d u e  t o  
i n c r e a s e d  w a g e  e x p e n s e  a n d  i n c r e a s e d  p r o f e s s i o n a l  f e e s  r e l a t i n g  t o  V i r g i n i a  
G a s ' s  e x p l o r a t i o n  of s t r a t e g i c  a l t e r n a t i v e s .  

I n c o m e  From A f f i l i a t e s .  I n c o m e  from a f f i l i a t e s  i m p r o v e d  d u r i n g  t h e  s e c o n d  
q u a r t e r  of 2 0 0 0  t o  $ 9 9 , 0 0 0  f r o m  a l o s s  o f  $10 ,000  d u r i n g  t h e  s a m e  p e r i o d  i n  
1 9 9 9 .  A f f i l i a t e s  i n c o m e  decl ined f r o m  $431,000 f o r  t h e  s i x  m o n t h s  e n d e d  J u n e  
30, 1 9 9 9 ,  t o  $124,000 i n  2000.  T h e  s t o r a g e  c o m p a n y  r e p o r t e d  n e t  i n c o m e  o f  
$ 3 2 1 , 0 0 0  d u r i n g  t h e  s e c o n d  q u a r t e r  o f  2000 ,  c o m p a r e d  t o  $107,000 d u r i n g  t h e  
s a m e  p e r i o d  i n  1 9 9 9 .  T h e  i m p r o v e m e n t  

3 5  

r e s u l t e d  f r o m  i n c r e a s e d  g a s  sales. T h e  s t o r a g e  c o m p a n y  h a d  a l a r g e  n o n -  
r e c u r r i n g  g a s  s a l e  i n  t h e  s e c o n d  q u a r t e r  of 2000.  F o r  t h e  s i x  m o n t h s  e n d e d  J u n e  
3 0 ,  2000,  t h e  s t o r a g e  c o m p a n y  h a d  n e t  i n c o m e  o f  $439,000 c o m p a r e d  t o  $1,069,000 
f o r  t h e  f i r s t  s i x  m o n t h s  o f  1 9 9 9 .  T h i s  decrease i s  d u e  t o  t h e  g a i n  t h a t  w a s  
r e c o r d e d  f r o m  t h e  s a l e  o f  t h e  Waysi g a t h e r i n g  s y s t e m  i n  t h e  f i r s t  q u a r t e r  o f  
1 9 9 9 .  W i t h o u t  t h e  o n e - t i m e  g a i n  r e l a t e d  t o  t h e  sale o f  t h e  Haysi g a t h e r i n g  
s y s t e m  i n  t h e  f i r s t  q u a r t e r  o f  1 9 9 9 ,  t h e  s t o r a g e  c o m p a n y  w o u l d  h a v e  r e c o r d e d  
n e t  i n c o m e  o f  $ 2 6 7 , 0 0 0  for t h e  f i r s t  s i x  m o n t h s  o f  1 9 9 9 .  T h e  d i s t r i b u t i o n  
c o m p a n y  r e c o r d e d  a n e t  l o s s  o f  $ 1 2 4 , 0 0 0  f o r  t h e  f i r s t  q u a r t e r  o f  2000 compared 
t o  a n e t  l o s s  o f  $127,000 f o r  t h e  same p e r i o d  i n  1 9 9 9  a s  g a s  s a l e s  i n c r e a s e d  2 9  
p e r c e n t  t o  $330,000 f r o m  $256,000.  H o w e v e r ,  t h e  d i s t r i b u t i o n  c o m p a n y ' s  a sse t s  
c o n t i n u e d  t o  be u n d e r u t i l i z e d  as g r o w t h  h a s  ye t  t o  o f f s e t  t h e  c o s t  of r e c e n t  
c a p i t a l  a d d i t i o n s .  T h e  d i s t r i b u t i o n  c o m p a n y  reported a n e t  loss  of  $ 1 9 2 , 0 0 0  f o r  
t h e  six m o n t h s  e n d e d  J u n e  30, 2000, c o m p a r e d  t o  a n e t  loss of  $ 2 0 8 , 0 0 0  f o r  t h e  
same p e r i o d  i n  1 9 9 9 .  T h e  s m a l l  i m p r o v e m e n t  i s  t h e  r e s u l t  of i n c r e a s e d  g a s  
s a l e s .  

O u t  1 oo k 

V i r g i n i a  G a s  b e g a n  c o n s t r u c t i o n  o f  s e g m e n t  4 of i t s  P-25 p i p e l i n e  system 
d u r i n g  t h e  m o n t h  o f  J u l y  2000.  S e g m e n t  4 r u n s  37 m i l e s  f r o m  W y t h e v i l l e  t o  
R a d f o r d ,  V i r g i n i a .  V i r g i n i a  G a s  a n t i c i p a t e s  h a v i n g  t h e  s e g m e n t  i n  se rv ice  l a t e  
i n  t h e  f o u r t h  q u a r t e r  o f  2000.  The s e g m e n t  w i l l  s e r v e  10,000 d t h s  per day a t  
t h r e e  d i f f e r e n t  d e l i v e r y  p o i n t s  p u r s u a n t  t o  a c o n t r a c t  w i t h  A t m o s  E n e r g y ' s  
U n i t e d  C i t i e s  G a s  Company .  V i r g i n i a  G a s  h a s  a l s o  b e g u n  t h e  r i g h t - o f - w a y  
a c q u i s i t i o n  process f o r  s e g m e n t  5 o f  i t s  P-25 p i p e l i n e .  S e g m e n t  5 w i l l  r u n  45 
miles  f r o m  R a d f o r d  t o  R o a n o k e ,  V i r g i n i a .  

I n  J u n e  2000,  V i r g i n i a  G a s  e n t e r e d  i n t o  a c o n t r a c t  t o  p u r c h a s e  r i g h t s  
a s s o c i a t e d  w i t h  t h e  e x p a n s i o n  o f  i t s  s a l t  c a v e r n  s t o r a g e  f a c i l i t y  i n  S a l t v i l l e ,  
V i r g i n i a .  V i r g i n i a  G a s  h a s  b e g u n  e n g i n e e r i n g  s t u d i e s  a n d  h a s  d e v e l o p e d  a 
p r o j e c t  m a n a g e m e n t  p l a n  f o r  t h e  e x p a n s i o n  o f  t h e  f a c i l i t y .  V i r g i n i a  G a s  e x p e c t s  
t o  b e g i n  t h e  e x p a n s i o n  p r o l e c t  i n  t h e  f o u r t h  q u a r t e r  of 2000. 

F i n a n c i a l  C o n d i t i o n  

V i r g i n i a  Gas h a s  c l a s s i f i e d  $24 m i l l i o n  o f  l o n g - t e r m  debt a s  c u r r e n t  d u e  t o  
n o n - c o m p l i a n c e  w i t h  i t s  debt  c o v e n a n t s ,  w h i c h  h a s  r e s u l t e d  i n  V i r g i n i a  G a s ' s  
i n d e p e n d e n t  a u d i t o r  e x p r e s s i n g  u n c e r t a i n t y  r e g a r d i n g  V i r g l n i a  G a s ' s  a b i l i t y  t o  
c o n t i n u e  a s  a g o i n g  c o n c e r n  i n  i t s  r e p o r t  t h a t  a c c o m p a n i e s  V i r g i n i a  Gas's 
A n n u a l  R e p o r t  o n  Form 1 0 - K S B  f o r  t h e  y e a r  e n d e d  December 31, 1 9 9 9 .  A l t h o u g h  
V i r g i n i a  G a s  h a s  made a l l  r e q u i r e d  p r i n c i p a l  a n d  i n t e r e s t  p a y m e n t s  when  due ,  
V i r g i n i a  Gas's c o v e n a n t s  r e q u i r e  i t  to m a i n t a i n  c e r t a i n  f i n a n c i a l  r a t i o s .  One 
c o v e n a n t  r e q u i r e s  V i r g i n i a  G a s  t o  m a i n t a i n  h i s t o r i c a l  EBITDA o f  o n e  a n d  t h r e e -  
q u a r t e r s  t i m e s  c u r r e n t  d e b t  service.  V i r g i n i a  G a s  c u r r e n t l y  i s  u n a b l e  t o  c o m p l y  
w i t h  t h i s  c o v e n a n t  a n d  is ,  t h e r e f o r e ,  i n  d e f a u l t  u n d e r  i t s  debt a g r e e m e n t s  w l t h  
J o h n  H a n c o c k  a n d  W a c h o v i a  B a n k .  B o r r o w i n q s  u n d e r  t h e  i n t e r i m  f i n a n c i n g  f a c i l i t y  
w i t h  N U 1  w i l l  r e s u l t  i n  a d d i t i o n a l  d e f a u l t s  u n d e r  t h e s e  a g r e e m e n t s .  A b s e n t  a n  
a l t e r n a t i v e  s o u r c e  of f i n a n c i n g  o r  a c o n v e r s i o n  of a s u b s t a n t i a l  p o r t i o n  o f  i t s  
assets t o  c a s h ,  V i r g i n i a  G a s  h a s  no p r e s e n t  m e a n s  o f  c u r i n g  t h e s e  c o v e n a n t  
d e f a u l t s .  V i r g i n i a  G a s ' s  l e n d e r s  h a v e  t h e  r i g h t  t o  d e m a n d  t h e  a m o u n t s  d u e  
( a p p r o x i m a t e l y  $33 m i l l i o n ,  i n c l u d i n g  p r e p a y m e n t  p e n a l t i e s )  a t  a n y  t i m e .  

I f  V i r g i n i a  G a s ' s  l e n d e r s  e x e i c i s e  t h e i r  r i g h t s  a n d  s e e k  remedies a v a i l a b l e  
t o  t h e m  u n d e r  t h e  l o a n  d o c u m e n t s ,  o r  i f  N U 1  d e c l a r e s  a l l  a m o u n t s  o u t s t a n d i n g  
u n d e r  t h e  N U 1  credit  f a c i l i t y  i m m e d i a t e l y  d u e  a n d  payable,  w h i c h  i t  w o u l d  h a v e  

http://ccbn.tenkwizard.com/print.php?repo=tenk&ipage=l2Z 1033&attach=ON&doc=l 5/16/2002 



10k Wizard: SEC Filings Page 53 of 134 

t h e  r i g h t  t o  d o  i f  t h e r e  a r e  a d d i t i o n a l  d e f a u l t s  u n d e r  t h e  b a n k  l o a n  
a g r e e m e n t s ,  t h e  f o r c e d  l i q u i d a t i o n  o r  b a n k r u p t c y  of V i r g i n i a  G a s  may be 
n e c e s s a r y .  I n  t h o s e  c i r c u m s t a n c e s ,  V i r g i n i a  G a s  s t o c k h o l d e r s  may l o s e  t h e i r  
e n t i r e  i n v e s t m e n t  i n  V i r g i n i a  G a s .  S e e  " I N T E R I M  F I N A N C I N G "  o n  p a g e  2 7 .  

F o r w a r d  L o o k i n g  S t a t e m e n t s  

C e r t a i n  o f  t h e  s t a t e m e n t s  c o n t a i n e d  i n  t h i s  M a n a g e m e n t ' s  D i s c u s s i o n  a n d  
A n a l y s i s  o f  F i n a n c i a l  C o n d i t i o n  a n d  R e s u l t s  o f  O p e r a t i o n s  a re  f o r w a r d - l o o k i n g .  
W h i l e  V i r g i n i a  G a s  b e l i e v e s  t h a t  t h e s e  s t a t e m e n t s  a r e  a c c u r a t e ,  V i r g i n i a  G a s ' s  
b u s i n e s s  is  d e p e n d e n t  u p o n  g e n e r a l  e c o n o m i c  c o n d i t i o n s  a n d  v a r i o u s  c o n d i t i o n s  
s p e c i f i c  t o  i t s  i n d u s t r y ,  a n d  f u t u r e  t r e n d s  a n d  these f a c t o r s  c o u l d  c a u s e  
actual r e s u l t s  t o  d i f f e r  m a t e r i a l l y  f r o m  t h e  f o r w a r d  l o o k i n g  s t a t e m e n t s  t h a t  
h a v e  b e e n  made. I n  p a r t i c u l a r :  

V i r g i n i a  Gas's g r o w t h  p l a n s  a re  c o n t i n g e n t  o n  i t s  a b i l i t y  t o  a f f o r d a b l y  
f i n a n c e  f u t u r e  c a p i t a l  e x p e n d i t u r e s  t h r o u g h  t h e  debt a n d  e q u i t y  m a r k e t s .  
I f  V i r g i n i a  G a s  i s  u n a b l e  t o  f i n a n c e  c a p i t a l  e x p e n d i t u r e s ,  r e v e n u e  g r o w t h  
a n d  e a r n i n g s  w i l l  be n e g a t i v e l y  i m p a c t e d .  

3 6  

. V i r g i n i a  G a s ' s  r e v e n u e  g r o w t h  d e p e n d s  on f u t u r e  d e m a n d  f o r  p i p e l i n e  a n d  
s t o r a g e  s e r v i c e s .  Many f a c t o r s  i m p a c t  t h a t  d e m a n d .  A c o n t i n u e d  t r e n d  of  
w a r m e r  t h a n  n o r m a l  w i n t e r s  i n  V i r g i n i a  G a s ' s  s e r v i c e  area c o u l d  
s u b s t a n t i a l l y  curb t h e  d e m a n d  € o r  n a t u r a l  g a s  s t o r a g e  a n d / o r  p i p e l i n e  
s e r v i c e .  " U n b u n d l i n g "  o r  d e r e g u l a t i o n  i n  t h e  n a t u r a l  g a s  i n d u s t r y  c o u l d  
i n t r o d u c e  a d d i t i o n a l  compe t i to r s  a n d  m a k e  t h e  v i a b i l i t y  o f  l o n g - t e r m  
c o n t r a c t s  s u s p e c t .  

, V i r g i n i a  G a s  d e r i v e s  52 p e r c e n t  o f  i t s  r e v e n u e s  f r o m  f o u r  c u s t o m e r s .  
A c c o r d i n g l y ,  t h e  f u t u r e  o f  V i r g i n i a  G a s  1 s  i n e x o r a b l y  l i n k e d  t o  t h e s e  
s i g n i f i c a n t  c u s t o m e r s .  I f  a n y  of t h e s e  c u s t o m e r s  e x p e r i e n c e  l i q u i d i t y  
p r o b l e m s  or u n d e r g o  c o n s o l i d a t i o n s ,  i t  c o u l d  n e g a t i v e l y  impact V i r g i n i a  
G a s .  

B U S I N E S S  OF N U 1  

N U 1  w a s  i n c o r p o r a t e d  i n  New Jersey i n  1969 a n d  i s  a m u l t i - s t a t e  e n e r g y  
sa les ,  s e r v i c e s  a n d  d i s t r i b u t i o n  c o m p a n y .  N U I ' s  o p e r a t i o n s  a r e  o r g a n i z e d  a n d  
m a n a g e d  u n d e r  t h r e e  primary s e g m e n t s :  d i s t r i b u t i o n  s e r v i c e s ,  e n e r g y  s a l e s  a n d  
s e r v i c e s  a n d  c u s t o m e r  s e r v i c e s .  

T h e  d i s t r i b u t i o n  s e r v i c e s  s e g m e n t  d i s t r i b u t e s  n a t u r a l  ga s  i n  s i x  s t a t e s  
t h r o u g h  N U I ' s  r e g u l a t e d  u t i l i t y  d i v i s i o n s ,  w h i c h  are  r e g u l a t e d  a s  t o  p r ice ,  
s a f e t y  a n d  r e t u r n  by t h e  r e g u l a t o r y  c o m i s s i o n s  of  t h e  s ta tes  i n  w h i c h  N U 1  
opera tes .  T h e  d i s t r i b u t i o n  s e r v i c e s  s e g m e n t  s e r v e s  a p p r o x i m a t e l y  372 ,000  
c u s t o m e r s ,  o f  w h i c h  6 7  p e r c e n t  are  i n  New Jersey a n d  33 p e r c e n t  a r e  i n  o t h e r  
s t a t e s .  

T h e  e n e r g y  s a l e s  a n d  s e r v i c e s  s e g m e n t  r e f l e c t s  t h e  o p e r a t i o n s  of t h e  NU1 
Energy, N U 1  E n e r g y  B r o k e r s  a n d  N U 1  E n e r g y  S o l u t i o n s  s u b s i d i a r i e s ,  a5 w e l l  a s  
o f f - s y s t e m  s a l e s  by t h e  u t i l i t y  d i v i s i o n s .  T h i s  s e g m e n t  o f f e r s  w h o l e s a l e  a n d  
re ta i l  e n e r g y  sales,  e n e r g y  p o r t f o l i o  m a n a g e m e n t ,  r i s k  m a n a g e m e n t ,  u t i l i t y  
asset m a n a g e m e n t ,  p ro jec t  d e v e l o p m e n t  a n d  e n e r g y  c o n s u l t i n g  s e r v i c e s .  

T h e  c u s t o m e r  s e r v i c e s  s e g m e n t  i s  c o m p r i s e d  o f  t h e  U t i l i t y  B u s i n e s s  S e r v i c e  
s u b s i d i a r y  a n d  t h e  a p p l i a n c e  b u s i n e s s  o p e r a t i o n s .  T h i s  s e g m e n t  p r o v i d e s  
a p p l i a n c e  r e p a i r ,  m a i n t e n a n c e ,  i n s t a l l a t i o n  a n d  l e a s i n g ;  c u s t o m e r  i n f o r m a t i o n  
s y s t e m  s e r v i c e s ,  i n c l u d i n g  b i l l  p r i n t i n g ,  m a i l i n g ,  c o l l e c t i o n  a n d  p a y m e n t  
p r o c e s s i n g ;  n e t w o r k  a n a l y s i s ;  f a c i l i t i e s  database m a n a g e m e n t  a n d  o p e r a t i o n s  
m a p p i n g  a n d  f i e l d  c o m p u t i n g  f o r  o t h e r  utilities. 

NUI's p r i n c i p a l  e x e c u t i v e  o f f i c e s  a r e  loca ted  a t  550 Route 2 0 2 - 2 0 6 ,  
B e d m i n s t e r ,  New Jersey 07921 ( T e l e p h o n e :  ( 9 0 8 )  7 8 3 - 0 5 0 0 ) .  

37 

P E N D I N G  N U 1  H O L D I N G  C O M P A N Y  R E O R G A N I Z A T I O N  

On M a r c h  2 7 ,  2000,  h o l d e r s  of N U 1  common s t o c k  a p p r o v e d  a proposal t o  p u t  i n  
place a h o l d l n g  c o m p a n y  s t r u c t u r e ,  whlch is  c o m m o n l y  u s e d  t h r o u g h o u t  t h e  
u t i l i t y  i n d u s t r y ,  t h r o u g h  a s h a r e  e x c h a n g e .  I n  t h e  s h a r e  e x c h a n g e ,  N U 1  common 
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s t o c k  w i l l  be c o n v e r t e d  i n t o  n e w  s h a r e s  of NU1 H o l d i n g  common s t o c k  o n  a s h a r e -  
f o r - s h a r e  b a s i s  a n d  NUT w i l l  b e c o m e  a w h o l l y - o w n e d  s u b s i d i a r y  o f  NU1 H o l d i n g .  
NU1 b e l i e v e s  t h a t  t h i s  h o l d i n g  c o m p a n y  s t r u c t u r e  w i l l  h e l p  t o  t a k e  f u l l  
a d v a n t a g e  o f  f e d e r a l  a n d  s t a t e  r e g u l a t o r y  c h a n g e s  i n t e n d e d  t o  p r o m o t e  
c o m p e t i t i o n  a m o n g  n a t u r a l  g a s  a n d  e l e c t r i c i t y  s u p p l i e r s .  T h e  h o l d i n g  c o m p a n y  
s t r u c t u r e  s h o u l d  h e l p  NU1 f o c u s  o n  a n d  d e v e l o p  d i v e r s i f i c a t i o n  a c t i v i t i e s  i n  
areas r e l a t e d  t o  NUI's core b u s i n e s s  of e n e r g y  sales a n d  m a r k e t i n g  a n d  e n e r g y  
d i s t r i b u t i o n .  NU1 b e l i e v e s  t h a t  t h e  h o l d i n g  c o m p a n y  s t r u c t u r e  w i l l  g i v e  NU1 
m o r e  f l e x i b i l i t y  t o  p u r s u e  u n r e g u l a t e d  b u s i n e s s  a n d  f i n a n c i n g  o p p o r t u n i t i e s  a n d  
a l s o  h e l p  NU1 p r o t e c t  i t s  r e g u l a t e d  b u s i n e s s  f r o m  t h e  r i s k s  a n d  c o s t s  
associated w i t h  u n r e g u l a t e d  a c t i v i t i e s .  

T h e s e  c h a r t s  s h o w  NUI's e x i s t i n g  s t r u c t u r e  a n d  t h e  p r o p o s e d  s t r u c t u r e  fo r  
NU1 H o l d i n g :  

C u r r e n t  S t r u c t u r e  

C u r r e n t  NU1 common s h a r e h o l d e r s  

NU1 
( i n c l u d i n g  all r e g u l a t e d  u t i l i t i e s )  

NU1 C a p i t a l  C o r p .  

U n r e g u l a t e d  S u b s i d i a r i e s  

H o l d i n g  Company S t r u c t u r e  

C u r r e n t  NUT common s h a r e h o l d e r s  

NU1 H o l d i n g  Company 
( t o  be r e n a m e d  NU1 C o r p o r a t i o n  f o l l o w i n g  t h e  r e s t r u c t u r i n g )  

NU1 U t i l i t i e s ,  I n c .  ( c u r r e n t  NUI) NU1 C a p i t a l  C o r p .  

( i n c l u d i n g  all .  r e g u l a t e d  u t i l i t i e s )  
U n r e g u l a t e d  S u b s i d i a r i e s  

A s  p a r t  o f  t h e  r e s t r u c t u r i n g ,  NU1 w i l l  c h a n g e  i t s  name t o  NU1 U t i l i t i e s ,  
I n c .  a n d  i n t e n d s  t o  t r a n s f e r  i t s  o w n e r s h i p  i n t e r e s t s  i n  NU1 C a p i t a l  C o r p .  so 
t h a t  a l l  o f  i t s  u n r e g u l a t e d  s u b s i d i a r i e s  w i l l  become d i r e c t  o r  i n d i r e c t  
s u b s i d i a r i e s  o f  NU1 H o l d i n g .  

3 8  

DESCRIPTION OF NU1 AND N U 1  HOLDING CAPITAL STOCK 

T h e  f o l l o w i n g  d e s c r i p t i o n  of t h e  NU1 a n d  NU1 H o l d i n g  c a p i t a l  s t o c k  does n o t  
p u r p o r t  t o  be c o m p l e t e  a n d  is  s u b j e c t ,  i n  a l l  respects, t o  app l i cab le  New 
Jersey  l a w  a n d  t o  t h e  p r o v i s i o n s  o f  NUI's a n d  NU1 H o l d i n g ' s  c e r t i f i c a t e s  of 
i n c o r p o r a t i o n .  T h e  terms of  NU1 H o l d i n g  c a p i t a l  s t o c k  are s u b s t a n t i a l l y  t h e  
same a s  t h o s e  o f  N U I .  

G e n e r a l  

NUI's a n d  NU1 H o l d i n g ' s  a u t h o r i z e d  c a p i t a l  s t o c k  c o n s i s t s  of 30 ,000 ,000  
s h a r e s  o f  common s t o c k ,  w i t h o u t  par  v a l u e ,  a n d  5 ,000 ,000  s h a r e s  o f  p r e f e r r e d  
s t o c k ,  w i t h o u t  par  v a l u e .  NUI's board h a s  d e s i g n a t e d  a ser ies  of 100,000 s h a r e s  
of S e r i e s  A J u n i o r  P a r t i c i p a t i n g  p r e f e r r e d  s t o c k ,  w i t h o u t  par  v a l u e ,  i n  
c o n n e c t i o n  w i t h  t h e  a d o p t i o n  o f  i t s  R i g h t s  A g r e e m e n t .  A l t h o u g h  NU1 H o l d i n g  h a s  
n o t  adopted  a s h a r e h o l d e r  r i g h t s  p l a n ,  i t  p l a n s  t o  do s o  and  t o  d e s i g n a t e  a 
series o f  p r e f e r r e d  s t o c k  s h o r t l y  a f t e r  t h e  h o l d i n g  c o m p a n y  r e o r g a n i z a t i o n  is 
completed.  

Common S t o c k  

On S e p t e m b e r  2 9 ,  2000, t h e r e  were 1 2 , 9 6 9 , 8 8 9  s h a r e s  o f  NU1 common s t o c k  
O u t s t a n d i n g .  On S e p t e m b e r  2 9 ,  2000,  n o  s h a r e s  o f  NU1 H o l d i n g  common s t o c k  w e r e  
o u t s t a n d i n g .  A l l  o u t s t a n d i n g  s h a r e s  o f  N U 1  common s t o c k  are ,  a n d  t h e  s h a r e s  
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o f f e r e d  h e r e b y ,  when i s s u e d ,  w i l l  be,  f u l l y  pa id  a n d  n o n a s s e s s a b l e .  A l l  h o l d e r s  
of  NU1 a n d  N U 1  H o l d i n g  common s t o c k  h a v e  v o t i n g  r i g h t s  a n d  a r e  e n t i t l e d  t o  
o n e  v o t e  f o r  e a c h  s h a r e  h e l d  o f  record o n  a l l  m a t t e r s  s u b m i t t e d  t o  a v o t e  o f  
t h e  s h a r e h o l d e r s .  H o l d e r s  o f  N U 1  a n d  N U 1  H o l d i n g  common s t o c k  do n o t  h a v e  t h e  
r i g h t  t o  c u m u l a t e  v o t e s  i n  t h e  e l e c t i o n  of d i r e c t o r s  a n d  do n o t  h a v e  a r i g h t  o f  
r e d e m p t i o n  o r  a n y  p r e f e r e n t i a l  r i g h t  of s u b s c r i p t i o n  for a n y  s e c u r i t i e s  of  N U 1  
o r  NU1 H o l d i n g .  

S u b j e c t  t o  p r e f e r e n c e s  t h a t  may be a p p l i c a b l e  t o  a n y  s h a r e s  o f  N U 1  or N U 1  
H o l d i n g  p r e f e r r e d  s t o c k  o u t s t a n d i n g  a t  t h e  t i m e ,  h o l d e r s  of N U 1  a n d  N U 1  H o l d i n g  
common s t o c k  a r e  e n t i t l e d  t o  d i v i d e n d s  when a n d  a s  declared by N U I ' s  o r  N U 1  
H o l d i n g ' s  board f r o m  f u n d s  l e g a l l y  a v a i l a b l e  t h e r e f o r  a n d  a r e  e n t i t l e d ,  i n  t h e  
e v e n t  o f  l i q u i d a t i o n ,  t o  s h a r e  r a t a b l y  i n  a l l  assets r e m a i n i n g  after p a y m e n t  o f  
l i a b i l i t i e s .  

P r e f e r r e d  S t o c k  

On S e p t e m b e r  2 9 ,  2000, t h e r e  w e r e  n o  s h a r e s  o f  S e r i e s  A p r e f e r r e d  s t o c k  
o u t s t a n d i n g .  T h e  S e r i e s  A p r e f e r r e d  stock i s  i s s u a b l e  u n d e r  t h e  t e r m s  o f  N U I ' s  
R i g h t s  A g r e e m e n t .  

N U I ' s  a n d  N U 1  H o l d i n g ' s  r e s p e c t i v e  boards h a v e  t h e  a u t h o r i t y ,  w i t h o u t  
f u r t h e r  s h a r e h o l d e r  a c t i o n ,  t o  i s s u e  f r o m  t i m e  t o  t i m e  a l l  o r  a n y  p a r t  of t h e  
a u t h o r i z e d  N U 1  a n d  NU1 H o l d i n g  p r e f e r r e d  s t o c k .  A d d i t i o n a l  N U 1  a n d  N U 1  H o l d i n g  
p r e f e r r e d  s t o c k  i s  i s s u a b l e  i n  o n e  o r  m o r e  s e r i e s ,  a n d  NUI's a n d  N U 1  H o l d i n g ' s  
r e s p e c t i v e  boards a r e  a u t h o r i z e d  t o  d e t e r m i n e  t h e  d e s i g n a t i o n  a n d  n u m b e r  o f  
s h a r e s  i n  e a c h  series a n d  t o  f i x  t h e  d i v i d e n d ,  r e d e m p t i o n ,  l i q u i d a t i o n ,  
r e t i r e m e n t ,  c o n v e r s i o n  a n d  v o t i n g  r i g h t s ,  i f  a n y ,  of s u c h  ser ies ,  a n d  a n y  o t h e r  
r i g h t s  a n d  p r e f e r e n c e s  t h e r e o f .  Any s h a r e s  o f  N U 1  or N U 1  H o l d i n g  p r e f e r r e d  
s t o c k  t h a t  may be i s s u e d  m a y  h a v e  d i s p r o p o r t i o n a t e l y  h i g h  v o t i n g  r i g h t s  or 
c lass  v o t i n g  r i g h t s ,  m a y  be c o n v e r t i b l e  i n t o  s h a r e s  o f  N U 1  or N U 1  H o l d i n g  
common s t o c k ,  a s  a p p r o p r i a t e ,  a n d  may r a n k  p r i o r  i n  r i g h t  t o  s h a r e s  o f  N U 1  o r  
N U 1  H o l d i n g  common s t o c k  a s  t o  p a y m e n t  o f  d i v i d e n d s  a n d  upon l i q u i d a t i o n .  
A l t h o u g h  t h e  i s s u a n c e  of  a d d i t i o n a l  N U 1  o r  N U 1  H o l d i n g  p r e f e r r e d  s t o c k  may h a v e  
an a d v e r s e  e f f e c t  o n  t h e  r i g h t s  ( i n c l u d i n g  v o t i n g  r i g h t s )  o f  h o l d e r s  o f  N U 1  or 
N U 1  H o l d i n g  common s t o c k ,  t h e  c o n s e n t  of t h e  h o l d e r s  of N U 1  a n d  N U 1  H o l d i n g  
common s t o c k  w o u l d  n o t  be r e q u i r e d  f o r  a n y  s u c h  i s s u a n c e .  I n  a d d i t i o n ,  t h e  
i s s u a n c e  o f  a d d i t i o n a l  N U 1  o r  N U 1  H o l d i n g  p r e f e r r e d  s t o c k  m a y  h a v e  t h e  e f f e c t  
o f  d e l a y i n g ,  d e f e r r i n g  or p r e v e n t i n g  a c h a n g e  i n  c o n t r o l  of  N U 1  o r  N U 1  H o l d i n g ,  
a s  a p p l i c a b l e .  N U 1  h a s  n o  c u r r e n t  p l a n s  t o  i s s u e  a n y  n e w  series of N U 1  
p r e f e r r e d  s t o c k .  O t h e r  t h a n  i n  c o n n e c t i o n  w i t h  N U 1  H o l d i n g ' s  proposed 
s h a r e h o l d e r  r i g h t s  p l a n ,  N U 1  H o l d i n g  h a s  n o  c u r r e n t  p l a n s  t o  i s s u e  a n y  n e w  
series o f  N U 1  H o l d i n g  p r e f e r r e d  s t o c k .  

3 9  

C O M P A R A T I V E  RIGHTS OF HOLDERS OF VIRGINIA GAS COMMON 
STOCK A N D  NUT AND NU1 H O L D I N G  COMMON STOCK 

T h e  f o l l o w i n g  i s  a c o m p a r i s o n  o f  c e r t a i n  of t h e  r i g h t s  of h o l d e r s  o f  
V i r g i n i a  G a s  c o m n o n  s t o c k  a n d  t h o s e  of h o l d e r s  o f  N U 1  a n d  NU1 H o l d i n g  common 
s t o c k .  B e c a u s e  N U 1  a n d  N U 1  H o l d i n g  a re  o r g a n i z e d  u n d e r  t h e  l a w s  of t h e  S t a t e  o f  
New Jersey a n d  V i r g i n i a  G a s  i s  o r g a n i z e d  u n d e r  t h e  l a w s  of  t h e  S t a t e  of 
Delaware, d i f f e r e n c e s  i n  t h e  r i g h t s  of h o l d e r s  o f  V i r q i n i a  G a s  common s t o c k  a n d  
t h o s e  of h o l d e r s  o f  NU1 a n d  N U 1  H o l d i n g  common s t o c k  a r i s e  f r o m  d i f f e r i n g  
p r o v i s i o n s  of D e l a w a r e  l a w  a n d  New Jersey l a w ,  i n  a d d i t i o n  t o  d i f f e r i n g  
p r o v i s i o n s  o f  V i r g i n i a  Gas's a n d  N U I ' s  a n d  N U 1  H o l d i n q ' s  r e s p e c t i v e  
o r g a n i z a t i o n a l  d o c u m e n t s .  E x c e p t  a s  n o t e d  b e l o w ,  t h e  o r g a n i z a t i o n a l  d o c u m e n t s  
of N U 1  a n d  N U 1  H o l d i n g  a r e  s u b s t a n t i a l l y  t h e  s a m e .  

T h e  f o l l o w i n g  s u m m a r y  does n o t  p u r p o r t  t o  be a c o m p l e t e  s t a t e m e n t  o f  t h e  
p r o v i s i o n s  a f f e c t i n g ,  a n d  d i f f e r e n c e s  b e t w e e n ,  t h e  r i g h t s  of h o l d e r s  o f  
V i r g i n i a  G a s  common s t o c k  a n d  t h o s e  of h o l d e r s  o f  N U 1  a n d  N U 1  H o l d i n g  common 
stock. The i d e n t i f i c a t i o n  of s p e c i f i c  p r o v i s i o n s  o r  d i f f e r e n c e s  is n o t  m e a n t  t o  
i n d i c a t e  t h a t  o t h e r  e q u a l l y  o r  m o r e  s i g n i f i c a n t  d i f f e r e n c e s  do n o t  e x i s t .  T h i s  
s u m m a r y  is  q u a l i f i e d  i n  its e n t i r e t y  by r e f e r e n c e  t o  New Jersey l a w  a n d  
Delaware l a w  a n d  by t h e  g o v e r n i n g  corporate  i n s t r u m e n t s  of V i r g i n i a  G a s ,  N U 1  
a n d  NU1 H o l d i n g ,  t o  w h i c h  s t o c k h o l d e r s  a re  r e f e r r e d .  

A u t h o r i z e d  C a p i t a l  S t o c k  

N U I .  N U I ' s  a n d  N U 1  H o l d i n g ' s  a u t h o r i z e d  c a p i t a l  s t o c k  c o n s i s t s  o f  30,000,000 
s h a r e s  of common s t o c k  a n d  5 ,000 ,000  s h a r e s  o f  p re fer red  s t o c k .  On S e p t e m b e r  
2 9 ,  2000, 1 2 , 9 6 9 , 8 8 9  s h a r e s  o f  N U 1  common s t o c k  a n d  no s h a r e s  o f  NU1 p r e f e r r e d  
s t o c k  w e r e  i s s u e d  a n d  o u t s t a n d i n g  a n d  716 ,800  s h a r e s  o f  N U S  common s t o c k  were 
r e s e r v e d  for i s s u a n c e  p u r s u a n t  t o  N U I ' s  s t o c k - b a s e d  b e n e f i t  p l a n s .  On S e p t e m b e r  
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29,  2000,  n o  s h a r e s  o f  N U 1  H o l d i n g  common s t o c k  a n d  n o  s h a r e s  o f  NU1 H o l d i n g  
p r e f e r r e d  s t o c k  w e r e  i s s u e d  a n d  O u t s t a n d i n g  and n o  s h a r e s  o f  N U 1  H o l d i n g  common 
s t o c k  w e r e  r e s e r v e d  f o r  i s s u a n c e  p u r s u a n t  t o  N U 1  H o l d i n g ' s  s t o c k - b a s e d  b e n e f i t  
p l a n s .  T h e  N U 1  a n d  N U 1  H o l d i n g  b o a r d  may d e t e r m i n e  t h e  p r e f e r e n c e s ,  l i m i t a t i o n s  
a n d  r e l a t i v e  r i g h t s ,  t o  t h e  e x t e n t  p e r m i t t e d  by New Jersey law,  o f  a n y  class or  
se r ies  of s h a r e s  o f  p r e f e r r e d  s t o c k  b e f o r e  i s s u a n c e  o f  s u c h  s h a r e s .  T h e  
i s s u a n c e  of  s u c h  s h a r e s  does n o t  r e q u i r e  t h e  a p p r o v a l  o f  t h e  h o l d e r s  o f  N U 1  o r  
N U 1  H o l d i n g  common s t o c k ,  a s  a p p l i c a b l e .  

V i r g i n i a  G a s .  V i r g i n i a  G a s ' s  a u t h o r i z e d  c a p i t a l  s t o c k  c o n s i s t s  o f  
100 ,000 ,000 s h a r e s  o f  common s t o c k ,  $ . 0 0 1  p a r  v a l u e ,  a n d  1 , 0 0 0 , 0 0 0  s h a r e s  o f  
p r e f e r r e d  s t o c k ,  w i t h o u t  p a r  v a l u e .  On S e p t e m b e r  29 ,  2000,  5 , 5 0 4 , 9 0 6  s h a r e s  o f  
V i r g i n i a  G a s  common s t o c k  a n d  n o  s h a r e s  o f  p r e f e r r e d  s t o c k  w e r e  o u t s t a n d i n g ,  
255,000 s h a r e s  of V i r g i n i a  Gas common s t o c k  w e r e  r e s e r v e d  f o r  i s s u a n c e  p u r s u a n t  
t o  V i r g i n i a  Gas's s t o c k - b a s e d  b e n e f i t  p l a n s  a n d  9 4 3 , 1 4 9  s h a r e s  o f  V i r g i n i a  G a s  
common s t o c k  w e r e  r e s e r v e d  for i s s u a n c e  u p o n  t h e  e x e r c i s e  o f  o u t s t a n d i n g  
w a r r a n t s .  T h e  V i r g i n i a  G a s  board may d e t e r m i n e  t h e  p r e f e r e n c e s ,  l i m i t a t i o n s  a n d  
r e l a t i v e  r i g h t s ,  t o  t h e  e x t e n t  p e r m i t t e d  by Delaware l a w ,  o f  a n y  class o r  
series of s h a r e s  of V i r g i n i a  G a s  p r e f e r r e d  s t o c k  b e f o r e  i s s u a n c e  o f  s u c h  
s h a r e s .  T h e  i s s u a n c e  of  s u c h  s h a r e s  does n o t  r e q u i r e  t h e  a p p r o v a l  o f  t h e  
h o l d e r s  of V i r g i n i a  G a s  common s t o c k .  

S t o c k h o l d e r  R i g h t s  P l a n s  

N U I .  I n  N o v e m b e r  1 9 9 5 ,  N U I ' s  board adopted a s h a r e h o l d e r  r i g h t s  p l a n  u n d e r  
w h i c h  h o l d e r s  o f  NU1 common s t o c k  w e r e  i s s u e d  a s  a d i v i d e n d  o n e  " r i g h t "  t o  buy 
o n e  o n e - h u n d r e d t h  of a s h a r e  o f  S e r i e s  A J u n i o r  P a r t i c i p a t i n g  P r e f e r r e d  S t o c k  
a t  a p u r c h a s e  price o f  $50 f o r  e a c h  s h a r e  of N U 1  common s t o c k  h e l d .  T h e  r i g h t s  
i n i t i a l l y  a t t a c h e d  t o  the s h a r e s  o f  N U 1  common s t o c k  a n d  c a n  be e x e r c i s e d  o r  
t r a n s f e r r e d  o n l y  i f  a p e r s o n  o r  g r o u p ,  w i t h  c e r t a i n  e x c e p t i o n s ,  a c q u i r e s ,  o r  
c o m m e n c e s  a t e n d e r  o f f e r  t o  a c q u i r e ,  b e n e f i c i a l  o w n e r s h i p  of 15 p e r c e n t  or m o r e  
of  N U 1  common s t o c k .  T h e  n o n - a c q u i r i n g  s h a r e h o l d e r s  m a y  u s e  e a c h  r i g h t ,  except 
a n y  r i g h t s  h e l d  by t h e  a c q u i r e r ,  t o  p u r c h a s e ,  a t  t h e  r i g h t ' s  e x e r c i s e  p r i c e ,  
s h a r e s  o f  NU1 common s t o c k  w i t h  a m a r k e t  v a l u e  e q u i v a l e n t  t o  t w i c e  t h e  r i g h t ' s  
e x e r c i s e  p r i c e .  When s h a r e h o l d e r s  e x e r c i s e  t h e i r  r i g h t s  i n  t h i s  w a y ,  t h e y  w i l l  
s u b s t a n t i a l l y  r e d u c e  t h e  a c q u i r e r ' s  o w n e r s h i p  p e r c e n t a g e .  

40 

N U 1  may redeem t h e  r i g h t s  a t  $0 .001  p e r  r i g h t  a t  a n y  t i m e  b e f o r e  a n y  of t h e  
a b o v e  e v e n t s  t a k e  p l a c e .  A l l  r i g h t s  e x p i r e  o n  N o v e m b e r  2 7 ,  2005.  I m m e d i a t e l y  
a f t e r  t h e  N U 1  h o l d i n g  c o m p a n y  r e o r g a n i z a t i o n  1s e f f e c t i v e ,  N U 1  H o l d i n g  
a n t i c i p a t e s  e n t e r i n g  i n t o  a s h a r e h o l d e r  r i g h t s  a g r e e m e n t  s i m i l a r  t o  t h e  o n e  
descr ibed a b o v e .  

V i r q i n i a  G a s .  T h e  V i r g i n i a  G a s  board h a s  n o t  adopted a s t o c k h o l d e r  r i g h t s  
p l a n .  

Directors 

N U I .  New Jersey l a w  a l l o w s  for  a board of o n e  o r  m o r e  members. T h e  
c e r t i f i c a t e s  of i n c o r p o r a t i o n  o f  N U 1  a n d  N U 1  H o l d i n g  b o t h  p r o v i d e  f o r  b e t w e e n  
e i g h t  a n d  t w e n t y - f i v e  d i r e c t o r s ,  s u b j e c t  t o  p o s s i b l e  v a r i a n c e  i f  t h e  N U 1  o r  NU1 
H o l d i n g  board g r a n t s  some s p e c i f i e d  r i g h t s  t o  preferred s h a r e h o l d e r s .  T h e  N U 1  
a n d  N U 1  H o l d i n g  boards c u r r e n t l y  c o n s i s t  o f  e i g h t  d i rec tors .  

U n d e r  N U I ' s  a n d  N U 1  H o l d i n g ' s  b y l a w s ,  t h e  N U 1  a n d  N U 1  H o l d i n g  boards are 
d i v i d e d  i n t o  t h r e e  classes, as  n e a r l y  e q u a l  i n  n u m b e r  a s  possible .  A t  e a c h  
a n n u a l  e l e c t i o n  of  d i rec tors ,  t h e  s u c c e s s o r s  t o  t h o s e  d i rec tors  w h o s e  t e r m  i s  
e x p i r i n g  a re  e lec ted  t o  h o l d  o f f i c e  u n t i l  t h e  a n n u a l  m e e t l n g  of s h a r e h o l d e r s  
h e l d  i n  t h e  t h i r d  y e a r  f o l l o w i n g  t h e i r  e l e c t i o n .  N o  decrease i n  t h e  number o f  
directors s h a l l  s h o r t e n  t h e  t e r m  of  a n y  i n c u m b e n t  d i r e c t o r .  

Directors are elected by a m a l o r i t y  v o t e  o f  s h a r e h o l d e r s  e n t i t l e d  t o  v o t e  a t  
a m e e t i n g  a t  w h i c h  a q u o r u m  i s  p r e s e n t .  H o l d e r s  of N U 1  a n d  N U 1  H o l d i n g  common 
s t o c k  do n o t  h a v e  c u m u l a t i v e  v o t i n g  rights i n  t h e  e l e c t i o n  o f  d i r e c t o r s .  

V i r g i n i a  G a s .  D e l a w a r e  l a w  p r o v i d e s  t h a t  t h e  board o f  d i r e c t o r s  of  a 
D e l a w a r e  c o r p o r a t i o n  s h a l l  c o n s i s t  o f  t h e  n u m b e r  of i n d i v i d u a l s  s p e c i f i e d  i n  or 
f i x e d  i n  a c c o r d a n c e  w i t h  t h e  b y l a w s  or t h e  c e r t i f i c a t e  of i n c o r p o r a t i o n  of t h e  
c o r p o r a t i o n .  T h e  V i r g i n i a  G a s  board c u r r e n t l y  c o n s i s t s  o f  f i v e  d i r e c t o r s .  

U n d e r  V i r g i n i a  Gas's bylaws, t h e  V i r q l n i a  G a s  board i s  d i v i d e d  i n t o  t h r e e  
classes w i t h  t h e  n u m b e r  of  d i r ec to r s  d l v i d e d  equally s o  f a r  a s  p o s s i b l e  among 
t h e  t h r e e  classes.  A t  e a c h  a n n u a l  e l e c t i o n  o f  d i r ec to r s ,  t h e  s u c c e s s o r s  t o  t h e  
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d i r e c t o r s  o f  e a c h  c l a s s  w h o s e  t e r m  e x p i r e s  i n  t h a t  year a r e  e lected t o  h o l d  
o f f i c e  f o r  a term o f  t h r e e  y e a r s  f r o m  t h e i r  d a t e  o f  e l e c t i o n .  N o  d e c r e a s e  i n  
t h e  n u m b e r  o f  d i r ec to r s  s h a l l  h a v e  t h e  e f f e c t  of  s h o r t e n i n g  t h e  t e r m  o f  o f f i c e  
of a n y  i n c u m b e n t  d i r e c t o r .  

Directors a r e  elected by a m a j o r i t y  o f  t h e  v o t e s  c a s t  by h o l d e r s  o f  V i r g i n i a  
G a s  common s t o c k  e n t i t l e d  t o  v o t e  a t  a m e e t i n g  a t  w h i c h  a q u o r u m  is p r e s e n t .  
H o l d e r s  o f  V i r g i n i a  G a s  common s t o c k  do  n o t  h a v e  c u m u l a t i v e  v o t i n g  r i g h t s  i n  
t h e  e l e c t i o n  o f  directors.  

R e m o v a l  o f  Directors  

N U I .  T h e  c e r t i f i c a t e s  o f  i n c o r p o r a t i o n  o f  NU1 a n d  NU1 H o l d i n g  a l l o w  f o r  
r e m o v a l  o f  d i rec tors  by t h e  s h a r e h o l d e r s  o n l y  €or c a u s e .  T h e  a f f i r m a t i v e  v o t e  
o f  t h e  h o l d e r s  o f  7 5  percent o f  t h e  t h e n  o u t s t a n d i n g  v o t i n g  s t o c k ,  v o t i n g  a s  a 
s i n g l e  class, i s  r e q u i r e d  t o  r e m o v e  d i rec tors .  

V i r g i n i a  Gas .  A member  o f  t h e  V i r g i n i a  G a s  b o a r d  may be r e m o v e d  w i t h  o r  
w i t h o u t  c a u s e  by t h e  h o l d e r s  of a m a j o r i t y  o f  s h a r e s  o f  V i r g i n i a  G a s  s t o c k  t h e n  
e n t i t l e d  t o  v o t e  i n  t h e  e l e c t i o n  of d i r e c t o r s .  

V a c a n c i e s  o n  t h e  B o a r d  of Directors  

NUI. V a c a n c i e s  o n  t h e  N U 1  o r  NU1 H o l d i n g  boards,  a n d  a n y  n e w l y  created 
d i r e c t o r s h i p s  r e s u l t i n g  f r o m  a n y  i n c r e a s e  i n  t h e  s i z e  of t h e  NU1 or NUX H o l d i n g  
boards ,  may o n l y  be f i l l e d  by t h e  m a j o r i t y  o f  d i rec tors  t h e n  h o l d i n g  o f f i c e ,  
o r ,  i f  New J e r s e y  l a w  e x p r e s s l y  a l l o w s ,  by a 75 p e r c e n t  v o t e  o f  t h e  
s h a r e h o l d e r s  a t  a s p e c i a l  m e e t i n g .  
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V i r g i n i a  Gas.  V a c a n c i e s  o n  t h e  V i r g i n i a  G a s  board a n d  n e w l y  created 
d i r e c t o r s h i p s  r e s u l t i n g  f r o m  a n  i n c r e a s e  i n  t h e  n u m b e r  of d i r e c t o r s  m a y  be 
f i l l e d  by a m a j o r i t y  o f  t h e  d i r e c t o r s  t h e n  i n  o f f i c e ,  a l t h o u g h  less  t h a n  a 
q u o r u m ,  o r  by t h e  s o l e  r e m a i n i n g  d i r e c t o r ,  a n d  e a c h  d i r e c t o r  so e lected s h a l l  
serve u n t i l  t h e  s o o n e r  o f  (1) t h e  u n e x p i r e d  t e r m  of t h e  d i r e c t o r s h i p  t o  w h i c h  
h e  i s  e lec ted ,  ( 2 )  u n t i l  h i s  s u c c e s s o r  i s  e lec ted  a n d  q u a l i f i e d  o r  ( 3 )  u n t i l  
h i s  e a r l i e r  r e s i g n a t i o n  o r  r e m o v a l .  

Notice o f  S t o c k h o l d e r  N o m i n a t i o n s  o f  D i rec to r s  a n d  S t o c k h o l d e r  P r o p o s a l s  

N U I .  T h e  N U 1  a n d  NU1 H o l d i n g  b y l a w s  p r o v i d e  t h a t  a s h a r e h o l d e r  may propose 
b u s i n e s s  f o r  c o n s i d e r a t i o n ,  o r  n o m i n a t e  c a n d i d a t e s  f o r  d i r e c t o r  for e l e c t i o n ,  
u p o n  w r i t t e n  n o t i c e  f r o m  t h e  s h a r e h o l d e r  r e c e i v e d  n o t  less t h a n  90 n o r  m o r e  
t h a n  1 2 0  days  b e f o r e  t h e  m e e t i n g ,  p r o v i d e d ,  h o w e v e r ,  i f  less  t h a n  100  d a y s '  
n o t i c e  o r  p r i o r  p u b l i c  d i s c l o s u r e  o f  t h e  da te  o f  t h e  a n n u a l  m e e t i n g  i s  g i v e n  o r  
m a d e  t o  s h a r e h o l d e r s ,  a s h a r e h o l d e r ' s  n o t i c e  m u s t  be r e c e i v e d  n o t  l a t e r  t h a n  
t h e  t e n t h  day f o l l o w i n g  t h e  day t h e  n o t i c e  w a s  m a i l e d  o r  p u b l i c l y  d i sc losed ,  
w h i c h e v e r  o c c u r s  e a r l i e r .  

V i r g i n i a  G a s .  T h e  V i r g i n i a  G a s  b y l a w s  p r o v i d e  t h a t  a s t o c k h o l d e r  m a y  propose 
b u s i n e s s  for c o n s i d e r a t i o n ,  o r  n o m i n a t e  c a n d i d a t e s  f o r  d i rec tor  f o r  e l e c t i o n ,  
u p o n  w r i t t e n  n o t i c e  f r o m  t h e  s t o c k h o l d e r  r e c e i v e d  n o t  l e s s  t h a n  90 days b e f o r e  
t h e  d a t e  o f  t h e  m e e t i n g ,  p r o v i d e d ,  h o w e v e r ,  i f  less t h a n  100 days'  n o t i c e  o r  
p r i o r  p u b l i c  d i s c l o s u r e  of t h e  date of t h e  a n n u a l  m e e t i n g  i s  g i v e n  o r  m a d e  t o  
s t o c k h o l d e r s ,  a s t o c k h o l d e r ' s  n o t i c e  m u s t  be r e c e i v e d  n o t  l a t e r  t h a n  t h e  t e n t h  
day f o l l o w i n g  t h e  day t h e  n o t i c e  w a s  m a i l e d  o r  p u b l i c l y  d i s c l o s e d ,  w h i c h e v e r  
o c c u r s  e a r l i e r .  

D i rec to r  S t a n d a r d  o f  C o n d u c t  

NUI. U n d e r  New J e r s e y  l a w ,  d i r ec to r s  a n d  m e m b e r s  of a n y  c o m m i t t e e  d e s i g n a t e d  
by t h e  board o f  d i rec tors  s h a l l  d i s c h a r g e  t h e i r  d u t i e s  i n  good f a i t h  a n d  w i t h  
t h a t  degree o f  d i l i g e n c e ,  care a n d  s k i l l  w h l c h  o r d i n a r i l y  p r u d e n t  people  w o u l d  
exercise u n d e r  s i m i l a r  c i r c u m s t a n c e s  i n  l i k e  p o s i t i o n s .  

V i r g i n i a  G a s .  D e l a w a r e  common l a w  r e q u i r e s  t h a t  a d i r e c t o r  o f  a D e l a w a r e  
c o r p o r a t i o n  d i s c h a r g e  h i s  o r  h e r  d u t i e s  as a d i r e c t o r  i n  a c c o r d a n c e  w i t h  t h e  
f i d u c i a r y  d u t i e s  of care a n d  l o y a l t y .  T h e  d u t y  of care r e q u i r e s  t h a t  d i rec tors ,  
i n  p e r f o r m i n g  t h e i r  c o r p o r a t e  d u t i e s ,  e x e r c i s e  t h e  care t h a t  a n  o r d i n a r i l y  
p r u d e n t  p e r s o n  w o u l d  exercise  u n d e r  s i m i l a r  c i r c u m s t a n c e s .  T h e  d u t y  of  l o y a l t y  
p r o h i b i t s  s e l f - d e a l i n g  by d i r e c t o r s .  

L i m i t a t i o n s  o n  Director  L i a b i l i t y  

N U I .  T h e  N U 1  a n d  NU1 H o l d i n g  c e r t i f i c a t e s  o f  i n c o r p o r a t i o n  p r o v i d e  t h a t  a 
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d i r e c t o r  s h a l l  n o t  be p e r s o n a l l y  l i a b l e  t o  t h e  c o r p o r a t i o n ,  o r  t o  i t s  
s h a r e h o l d e r s ,  f o r  m o n e t a r y  d a m a g e s  f o r  b r e a c h e s  o f  t h e i r  f i d u c i a r y  d u t y  o f  
c a re ,  p r o v i d e d ,  h o w e v e r ,  t h a t  a d i r e c t o r  o r  o f f i c e r  c a n n o t  be r e l i e v e d  f r o m  
l i a b i l i t y  for a n y  breach of d u t y  based u p o n  a n  a c t  o r  o m i s s i o n  (1)  i n  b r e a c h  o f  
s u c h  p e r s o n ' s  d u t y  o f  l o y a l t y  t o  t h e  e n t i t y  o r  i t s  s h a r e h o l d e r s ,  ( 2 )  n o t  i n  
g o o d  f a i t h  o r  i n v o l v i n g  a k n o w i n g  v i o l a t i o n  of l a w  o r  ( 3 )  r e s u l t i n g  i n  t h e  
rece ip t  b y  s u c h  p e r s o n  o f  a n  i m p r o p e r  p e r s o n a l  b e n e f i t .  

V i r g i n i a  Gas.  T h e  V i r g i n i a  G a s  c e r t i f i c a t e  of i n c o r p o r a t i o n  p r o v i d e s  t h a t  a 
d i r e c t o r  s h a l l  n o t  be p e r s o n a l l y  l i a b l e  t o  V i r g i n i a  G a s  o r  i t s  s t o c k h o l d e r s  f o r  
m o n e t a r y  d a m a g e s  f o r  b r e a c h  o f  f i d u c i a r y  d u t y  a s  a d i r e c t o r ,  except f o r  
l i a b i l i t y  ( 1 )  f o r  a n y  b r e a c h  of  t h e  d i r e c t o r ' s  d u t y  o f  l o y a l t y  t o  V i r g i n i a  G a s  
o r  i t s  s t o c k h o l d e r s ,  ( 2 )  f o r  a c t s  o r  o m i s s i o n s  n o t  i n  g o o d  f a i t h  o r  w h i c h  
i n v o l v e d  i n t e n t i o n a l  m i s c o n d u c t  o r  a k n o w i n g  v i o l a t i o n  of l a w ,  ( 3 )  f o r  a n y  
t r a n s a c t i o n  f r o m  w h i c h  t h e  d i r e c t o r  d e r i v e d  a n  i m p r o p e r  p e r s o n a l  b e n e f i t  or  
( 4 )  u n d e r  S e c t i o n  174  o f  t h e  D e l a w a r e  G e n e r a l  C o r p o r a t i o n  L a w .  

I n d e m n i f i c a t i o n  

N U I .  A s  a u t h o r i z e d  u n d e r  New Jersey law, NUI's a n d  NU1 H o l d i n g ' s  
c e r t i f i c a t e s  of i n c o r p o r a t i o n  p r o v i d e  t h a t  a d i r e c t o r  o r  o f f i c e r  s h a l l  n o t  be 
p e r s o n a l l y  l i a b l e  t o  t h e  c o r p o r a t i o n  o r  i t s  s h a r e h o l d e r s  for 

4 2  

m o n e t a r y  d a m a g e s  f o r  a b r e a c h  o f  f i d u c i a r y  d u t y  o w e d  t o  t h e  c o r p o r a t i o n ,  e x c e p t  
t o  t h e  e x t e n t  t h a t  s u c h  e x e m p t i o n  f r o m ,  or a l i m i t a t i o n  o f ,  l i a b i l i t y  i s  n o t  
p e r m i t t e d  u n d e r  t h e  New Jersey B u s i n e s s  C o r p o r a t i o n  A c t .  

U n d e r  t h e i r  r e s p e c t i v e  c e r t i f i c a t e s  o f  i n c o r p o r a t i o n ,  N U 1  a n d  N U 1  H o l d i n g  
a r e  r e q u i r e d ,  t o  t h e  f u l l e s t  e x t e n t  permit ted by t h e  New Jersey B u s i n e s s  
C o r p o r a t i o n  A c t  o r  a n y  o t h e r  l a w ,  t o  i n d e m n i f y  a n d  h o l d  h a r m l e s s  t h e i r  
r e s p e c t i v e  d i rec tors ,  o f f i c e r s ,  e m p l o y e e s  a n d  a g e n t s .  T h e  New Jersey B u s i n e s s  
C o r p o r a t i o n  A c t  p r o v i d e s  t h a t  a c o r p o r a t i o n  may i n d e m n i f y  i t s  d i rec tors ,  
o f f i c e r s ,  e m p l o y e e s  o r  a g e n t s  a g a i n s t  l u d g m e n t s ,  f i n e s ,  p e n a l t i e s ,  a m o u n t s  p a i d  
i n  s e t t l e m e n t  a n d  e x p e n s e s ,  i n c l u d i n g  a t t o r n e y ' s  f e e s ,  r e s u l t i n g  f r o m  v a r i o u s  
t y p e s  of  l e g a l  a c t i o n s  o r  p r o c e e d i n g s  i f  the p a r t y  b e i n g  i n d e m n i f i e d  acted i n  
g o o d  f a i t h  a n d  i n  a m a n n e r  h e  r e a s o n a b l y  b e l i e v e d  t o  be i n  or n o t  o p p o s e d  t o  
t h e  best i n t e re s t s  of  t h e  c o r p o r a t i o n ,  a n d  i n  a n y  c r i m i n a l  p r o c e e d i n g ,  s u c h  
p a r t y  b e i n g  i n d e m n i f i e d  h a d  n o  r e a s o n a b l e  c a u s e  t o  b e l i e v e  h i s  c o n d u c t  w a s  
u n l a w f u l .  I n  p r o c e e d i n g s  by o r  i n  t h e  r i g h t  of t h e  c o r p o r a t i o n ,  a p a r t y  s e e k i n g  
t o  be i n d e m n i f i e d ,  w h e n  t h e  a b o v e  s t a n d a r d s  of c o n d u c t  a r e  f o u n d  a s  s e t  f o r t h  
i n  t h e  p r e v i o u s  s e n t e n c e ,  may be i n d e m n i f i e d  f o r  e x p e n s e s .  H o w e v e r ,  i f  a c o u r t  
l u d g e s  a p a r t y  s e e k i n g  t o  be i n d e m n i f i e d  l i a b l e  t o  t h e  c o r p o r a t i o n ,  n o  
i n d e m n i f i c a t i o n  s h a l l  be p r o v i d e d  e x c e p t  as t h e  c o u r t  d e e m s  proper .  A p a r t y  
s e e k i n g  t o  be i n d e m n i f i e d  m u s t  be i n d e m n i f i e d  a g a i n s t  e x p e n s e s  by t h e  
c o r p o r a t i o n  t o  t h e  e x t e n t  s u c h  p a r t y  h a s  b e e n  s u c c e s s f u l  o n  t h e  m e r i t s  o r  
o t h e r w i s e  i n  a p r o c e e d i n g  a r i s i n g  o u t  o f  s u c h  p a r t y ' s  d u t i e s .  

V i r g i n i a  Gas. T h e  V i r g i n i a  G a s  b y l a w s  p r o v i d e  t h a t  V i r g i n i a  G a s  s h a l l  
i n d e m n i f y  a n y  p e r s o n  who w a s  o r  i s  a p a r t y  or i s  t h r e a t e n e d  t o  be m a d e  a p a r t y  
t o  a n y  t h r e a t e n e d ,  p e n d i n g  or c o m p l e t e d  a c t i o n ,  s u i t  or p r o c e e d i n g ,  whether 
c i v i l ,  c r i m i n a l ,  a d m i n i s t r a t i v e  o r  i n v e s t i g a t i v e ,  by r e a s o n  of t h e  f a c t  t h a t  
s u c h  p e r s o n  i s  or w a s ,  a t  a n y  t i m e  p r i o r  t o  o r  d u r i n g  w h i c h  s u c h  p r o v i s i o n  i s  
i n  e f f e c t ,  a d i rec tor ,  o f f i c e r ,  e m p l o y e e  o r  a g e n t  o f  V i r g i n i a  G a s ,  o r  i s  or 
w a s ,  a t  a n y  t i m e  p r i o r  t o  o r  d u r i n g  w h i c h  s u c h  p r o v i s i o n  is i n  e f f e c t ,  s e r v i n g  
a t  t h e  r e q u e s t  o f  V i r g i n i a  G a s  a s  a d i r e c t o r ,  o f f i c e r ,  employee o r  a g e n t  of 
a n o t h e r  c o r p o r a t i o n ,  p a r t n e r s h i p ,  j o i n t  v e n t u r e ,  t r u s t ,  e m p l o y e e  b e n e f i t  p l a n  
or o t h e r  e n t e r p r i s e  a g a i n s t  r e a s o n a b l e  e x p e n s e s  ( i n c l u d i n g  a t t o r n e y s '  f e e s ) ,  
l u d g m e n t s ,  f i n e s ,  p e n a l t i e s ,  a m o u n t s  pa id  i n  s e t t l e m e n t  a n d  o t h e r  l i a b i l i t i e s  
a c t u a l l y  a n d  reasonably i n c u r r e d  by s u c h  person i n  c o n n e c t i o n  w i t h  s u c h  a c t i o n ,  
s u i t  o r  p r o c e e d i n g  t o  t h e  f u l l e s t  e x t e n t  p e r m i t t e d  by t h e  D e l a w a r e  G e n e r a l  
C o r p o r a t i o n  Law, u p o n  s u c h  d e t e r m i n a t i o n  h a v i n g  b e e n  m a d e  a s  t o  s u c h  p e r s o n ' s  
g o o d  f a i t h  a n d  c o n d u c t .  

Mergers, S h a r e  E x c h a n g e s  a n d  S a l e s  o f  A s s e t s  

N U I .  New Jersey l a w  g e n e r a l l y  r e q u i r e s  t h a t  a n y  m e r g e r ,  s h a r e  e x c h a n g e  or 
sa l e  o f  a s se t s  o f  a c o r p o r a t i o n  o t h e r  t h a n  i n  t h e  r e g u l a r  c o u r s e  o f  b u s i n e s s  be 
a p p r o v e d  by t h e  a f f i r m a t i v e  v o t e  o f  a m a j o r i t y  o f  t h e  v o t e s  cast by t h e  h o l d e r s  
o f  s h a r e s  e n t i t l e d  t o  v o t e .  T h e  N U 1  a n d  NU1 H o l d i n g  c e r t i f i c a t e s  of 
i n c o r p o r a t i o n  a n d  b y l a w s  d o  n o t  c o n t a i n  a n y  p r o v i s i o n s  t h a t  a l t e r  t h i s  v o t i n g  
r e q u i r e m e n t .  

V i r g i n i a  G a s .  D e l a w a r e  l a w  g e n e r a l l y  r e q u i r e s  t h a t  a n y  m e r g e r  or s a l e  of a l l  
o r  s u b s t a n t i a l l y  a l l  o f  t h e  assets o f  a c o r p o r a t i o n  n o t  i n  t h e  o r d i n a r y  course 
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o f  b u s i n e s s  be a p p r o v e d  by t h e  a f f i r m a t i v e  v o t e  of  t h e  m a j o r i t y  o f  t h e  i s s u e d  
a n d  o u t s t a n d i n g  s h a r e s  e n t i t l e d  t o  v o t e .  T h e  V i r g i n i a  G a s  c e r t i f i c a t e  o f  
i n c o r p o r a t i o n  a n d  b y l a w s  do n o t  c o n t a i n  a n y  p r o v i s i o n s  t h a t  a l t e r  t h i s  v o t i n g  
r e q u i r e m e n t .  

A n t i - T a k e o v e r  S t a t u t e s  

N U I .  The  New J e r s e y  B u s i n e s s  C o r p o r a t i o n  A c t  p r o v i d e s  t h a t  i n  d e t e r m i n i n g  
w h e t h e r  a proposa l  o r  o f f e r  t o  a c q u i r e  a c o r p o r a t i o n  i s  i n  t h e  bes t  i n t e r e s t  o f  
t h e  c o r p o r a t i o n ,  a board of directors may, i n  a d d i t i o n  t o  c o n s i d e r i n g  t h e  
e f f e c t s  o f  a n y  a c t i o n  o n  s h a r e h o l d e r s ,  c o n s i d e r  (1) t h e  e f f e c t s  of  t h e  proposed 
a c t i o n  o n  t h e  c o r p o r a t i o n ' s  e m p l o y e e s ,  s u p p l i e r s ,  c red i tors  a n d  c u s t o m e r s ,  ( 2 )  
t h e  e f f e c t s  o n  t h e  c o m m u n i t y  i n  w h i c h  t h e  c o r p o r a t i o n  o p e r a t e s  a n d  ( 3 )  t h e  
l o n g e r - t e r m  a s  w e l l  a s  s h o r t - t e r m  i n t e r e s t s  o f  t h e  c o r p o r a t i o n  a n d  i t s  
s h a r e h o l d e r s ,  i n c l u d i n g  t h e  p o s s i b i l i t y  t h a t  t h o s e  i n t e r e s t s  m a y  be s e r v e d  best 
by t h e  c o n t i n u e d  i n d e p e n d e n c e  o f  t h e  c o r p o r a t i o n .  

T h e  s t a t u t e  also p r o v i d e s  t h a t  i f ,  based on t h o s e  f a c t o r s ,  a board 
d e t e r m i n e s  t h a t  t h e  o f f e r  i s  n o t  i n  t h e  best i n t e r e s t  o f  t h e  c o r p o r a t i o n ,  i t  
may re jec t  t h e  o f f e r .  

43 

T h e  New J e r s e y  S t o c k h o l d e r s  P r o t e c t i o n  A c t  p r o h i b i t s  some s p e c i f i e d  b u s i n e s s  
c o m b i n a t i o n s  b e t w e e n  a n  " i n t e r e s t e d  s h a r e h o l d e r "  a n d  a " r e s i d e n t  domestic 
c o r p o r a t i o n . "  An " i n t e r e s t e d  s h a r e h o l d e r ' '  i s  o n e  t h a t  i s  d i r e c t l y  o r  i n d i r e c t l y  
a b e n e f i c i a l  o w n e r  o f  10  p e r c e n t  o r  m o r e  of t h e  v o t i n g  p o w e r  o f  t h e  o u t s t a n d i n g  
v o t i n g  s t o c k  o f  a r e s i d e n t  d o m e s t i c  c o r p o r a t i o n .  T h e  p r o h i b i t i o n s  a r e  a s  
f o l l o w s :  (1)  s p e c i f i e d  b u s i n e s s  c o m b i n a t i o n s  a re  p r o h i b i t e d  € o r  f i v e  years  
a f t e r  t h e  d a t e  t h e  i n t e r e s t e d  s h a r e h o l d e r  a c q u i r e d  i t s  s t o c k ,  u n l e s s  t h e  
b u s i n e s s  c o m b i n a t i o n  w a s  a p p r o v e d  by t h e  r e s i d e n t  d o m e s t i c  c o r p o r a t i o n ' s  board  
of d i r e c t o r s  b e f o r e  t h e  i n t e r e s t e d  s h a r e h o l d e r ' s  s t o c k  a c q u i s i t i o n  d a t e  a n d  ( 2 )  
a f t e r  t h e  f i v e - y e a r  per iod,  t h e  p r o h i b i t i o n  o n  c e r t a i n  b u s i n e s s  c o m b i n a t i o n s  
c o n t i n u e s  u n l e s s  ( a )  t h e  c o m b i n a t i o n  i s  a p p r o v e d  by t h e  a f f i r m a t i v e  v o t e  o f  
t w o - t h i r d s  o f  t h e  v o t i n g  s t o c k  n o t  b e n e f i c i a l l y  o w n e d  by t h e  i n t e r e s t e d  
s h a r e h o l d e r ,  ( b )  t h e  c o m b i n a t i o n  is a p p r o v e d  by t h e  b o a r d  b e f o r e  t h e  i n t e r e s t e d  
s h a r e h o l d e r ' s  s t o c k  a c q u i s i t i o n  d a t e  o r  ( 3 )  t h e  c o r p o r a t i o n ' s  common 
s h a r e h o l d e r s  r e c e i v e  p a y m e n t  for t h e i r  s h a r e s  t h a t  meets s t a n d a r d s  prescr ibed 
i n  t h e  s t a t u t e .  

V i r g i n i a  G a s .  S e c t i o n  203 of  t h e  D e l a w a r e  G e n e r a l .  C o r p o r a t i o n  Law p r o v i d e s  
t h a t  a c o r p o r a t i o n  s h a l l  n o t  e n g a g e  i n  a n y  " b u s i n e s s  c o m b i n a t i o n "  w i t h  a n y  
" i n t e r e s t e d  s t o c k h o l d e r "  f o r  a p e r i o d  o f  t h r e e  years f o l l o w i n g  t h e  t i m e  t h a t  
s u c h  s t o c k h o l d e r  became a n  i n t e r e s t e d  s t o c k h o l d e r ,  u n l e s s  ( 1 )  p r i o r  t o  s u c h  
t i m e ,  t h e  board of d i r e c t o r s  o f  t h e  c o r p o r a t i o n  a p p r o v e d  e i t h e r  t h e  b u s i n e s s  
c o m b i n a t i o n  or t h e  t r a n s a c t i o n  t h a t  r e s u l t e d  i n  t h e  s t o c k h o l d e r  b e c o m i n g  a n  
i n t e r e s t e d  s t o c k h o l d e r ,  ( 2 )  u p o n  c o n s u m m a t i o n  o f  t h e  t r a n s a c t i o n  t h a t  r e s u l t e d  
i n  t h e  s t o c k h o l d e r  b e c o m i n g  a n  i n t e r e s t e d  s t o c k h o l d e r ,  t h e  i n t e r e s t e d  
s t o c k h o l d e r  o w n e d  a t  l e a s t  85 p e r c e n t  o f  t h e  v o t i n g  s t o c k  o f  t h e  c o r p o r a t i o n  
o u t s t a n d i n g  a t  t h e  t i m e  t h e  t r a n s a c t i o n  c o m m e n c e d ,  e x c l u d i n g  f o r  p u r p o s e s  o f  
d e t e r m i n i n g  t h e  n u m b e r  o f  s h a r e s  o u t s t a n d i n g  t h o s e  s h a r e s  o w n e d  [ a )  by p e r s o n s  
who are  d i rec tors  a n d  a l s o  o f f i c e r s  a n d  ( b )  e m p l o y e e  s t o c k  p l a n s  i n  w h i c h  
e m p l o y e e  p a r t i c i p a n t s  d o  n o t  h a v e  t h e  r i g h t  t o  d e t e r m i n e  c o n f i d e n t i a l l y  w h e t h e r  
s h a r e s  h e l d  s u b j e c t  t o  t h e  p l a n  w i l l  be t e n d e r e d  i n  a t e n d e r  o r  e x c h a n g e  o f f e r  
or  ( c )  a t  o r  s u b s e q u e n t  t o  s u c h  t i m e ,  t h e  b u s i n e s s  c o m b i n a t i o n  is  a p p r o v e d  by 
t h e  b o a r d  of d i r e c t o r s  a n d  a u t h o r i z e d  a t  a n  a n n u a l  o r  s p e c i a l  m e e t i n g  of 
s t o c k h o l d e r s ,  a n d  n o t  by w r i t t e n  c o n s e n t ,  by t h e  a f f i r m a t i v e  v o t e  o f  a t  least  
t w o - t h i r d s  o f  t h e  o u t s t a n d i n g  v o t i n g  s t o c k  t h a t  i s  n o t  o w n e d  by t h e  i n t e r e s t e d  
s t o c k h o l d e r .  A " b u s i n e s s  c o m b i n a t i o n "  u n d e r  t h e  D e l a w a r e  G e n e r a l  C o r p o r a t i o n  
Law is g e n e r a l l y  d e f i n e d  a s  a n y  o f  t h e  f o l l o w i n g  t r a n s a c t i o n s  i n v o l v i n g  t h e  
c o r p o r a t i o n  a n d  a n  i n t e r e s t e d  s t o c k h o l d e r  t h e r e o f :  (1)  a m e r g e r  o r  
c o n s o l i d a t i o n ;  ( 2 )  a s a l e ,  l e a s e ,  e x c h a n g e ,  m o r t g a g e ,  p l e d g e ,  t r a n s f e r  or o t h e r  
d i s p o s i t i o n  o f  10 p e r c e n t  o r  m o r e  of  t h e  c o r p o r a t i o n ' s  assets;  ( 3 )  a n  i s s u a n c e  
or  t r a n s f e r  of  t h e  c o r p o r a t i o n ' s  s t o c k ;  ( 4 )  a t r a n s a c t i o n  h a v i n g  t h e  e f f e c t  o f  
d i r e c t l y  o r  i n d i r e c t l y  i n c r e a s i n g  t h e  p r o p o r t i o n a t e  s h a r e  o f  t h e  c o r p o r a t i o n ' s  
s t o c k  h e l d  by s u c h  i n t e r e s t e d  s t o c k h o l d e r ;  o r  ( 5 )  a n y  receipt by s u c h  
i n t e r e s t e d  s t o c k h o l d e r  o f  t h e  b e n e f i t  o f  a n y  l o a n s ,  g u a r a n t e e s ,  pledges or 
o t h e r  f i n a n c i a l  b e n e f i t s .  An " i n t e r e s t e d  s t o c k h o l d e r "  u n d e r  t h e  D e l a w a r e  
G e n e r a l  C o r p o r a t i o n  Law i s  g e n e r a l l y  d e f i n e d  a s  a n y  p e r s o n  o w n i n g  15 p e r c e n t  o r  
more of t h e  c o r p o r a t i o n ' s  o u t s t a n d i n g  v o t i n g  s t o c k .  

A m e n d m e n t s  t o  C e r t i f i c a t e  o f  I n c o r p o r a t i o n  a n d  B y l a w s  

N U I .  U n d e r  N e w  Je rsey  l a w ,  u n l e s s  a g r e a t e r  v o t e  i s  s p e c i f i e d  i n  t h e  
c e r t i f i c a t e  o f  i n c o r p o r a t i o n ,  t h e  a f f i r m a t i v e  v o t e  o f  a m a j o r i t y  o f  t h e  v o t e s  
cast  by s h a r e h o l d e r s  of t h e  c o r p o r a t i o n  e n t i t l e d  t o  v o t e  i s  r e q u i r e d  f o r  (1) 
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a n y  a m e n d m e n t  t o  a New Jersey c o r p o r a t i o n ' s  c e r t i f i c a t e  o f  i n c o r p o r a t i o n ,  ( 2 )  a 
v o l u n t a r y  d i s s o l u t i o n  o f  t h e  c o r p o r a t i o n ,  ( 3 )  a sale o r  o t h e r  d i s p o s i t i o n  o f  
a l l  or s u b s t a n t i a l l y  a l l  of  a c o r p o r a t i o n ' s  a s se t s  o t h e r  t h a n  i n  t h e  o r d i n a r y  
c o u r s e  o f  b u s i n e s s  o r  ( 4 )  a m e r g e r  or c o n s o l i d a t i o n  of t h e  c o r p o r a t i o n  w i t h  
a n o t h e r  c o r p o r a t i o n .  

T h e  c e r t i f i c a t e s  o f  i n c o r p o r a t i o n  o f  N U 1  a n d  NU1 H o l d i n g  c o n t a i n  p r o v i s i o n s  
s p e c i f y i n g  t h a t  t h e  a f f i r m a t i v e  v o t e  of h o l d e r s  o f  a t  l e a s t  7 5  p e r c e n t  of all 
t h e  t h e n  o u t s t a n d i n g  s h a r e s  o f  v o t i n g  s t o c k ,  v o t i n g  as  a s i n g l e  class,  i s  
r e q u i r e d  t o  a l t e r  c e r t a i n  p r o v i s i o n s  o f  t h e  c e r t i f i c a t e  o f  i n c o r p o r a t i o n  o r  o f  
t h e  b y l a w s  h a v i n g  t h e  s a m e  e f f e c t .  

V i r g i n i a  G a s .  D e l a w a r e  l a w  a n d  V i r g i n i a  Gas's c e r t i f i c a t e  o f  i n c o r p o r a t i o n  
a n d  by laws  p r o v i d e  t h a t  i t s  c e r t i f i c a t e  o f  i n c o r p o r a t i o n  may be a m e n d e d  by t h e  
V i r g i n i a  Gas b o a r d  a n d  by t h e  a f f i r m a t i v e  v o t e  o f  t h e  h o l d e r s  o f  a m a j o r i t y  of 
t h e  o u t s t a n d i n g  s h a r e s  e n t i t l e d  t o  v o t e .  V i r g i n i a  G a s ' s  b y l a w s  may be m a d e ,  
repealed,  a l t e r e d ,  a m e n d e d  or r e s c i n d e d  by a v o t e  o f  n o t  less  t h a n  a ma jo r i ty  
of t h e  t o t a l  v o t i n g  p o w e r  o f  a l l  s h a r e s  o f  t h e  s t o c k  o f  V i r g i n i a  G a s  e n t i t l e d  
t o  v o t e  i n  t h e  e l e c t i o n  o f  d i r e c t o r s ,  c o n s i d e r e d  f o r  t h i s  p u r p o s e  a s  o n e  c l a s s .  

4 4  

D i s s e n t e r s  R i g h t s  

NUI. U n d e r  New Jersey l a w ,  a n y  s h a r e h o l d e r  of a N e w  Jersey c o r p o r a t i o n  h a s  
t h e  r i g h t  t o  d i s s e n t  f r o m ,  a n d  a n  app ra i sa l  o f  t h e  " f a i r  v a l u e "  o f  h i s  o r  h e r  
s h a r e s  i n  t h e  e v e n t  of t h e  c o n s u m m a t i o n  of  a m e r g e r ,  c o n s o l i d a t i o n  o r  s a l e ,  
lease, e x c h a n g e  o r  o t h e r  d i s p o s i t i o n  o f  a l l  or  s u b s t a n t i a l l y  a l l  o f  t h e  
c o r p o r a t i o n ' s  a sse t s  n o t  i n  t h e  u s u a l  or  r e g u l a r  c o u r s e  o f  b u s i n e s s ,  p r o v i d e d  
t h a t ,  u n l e s s  t h e  c e r t i f i c a t e  of  i n c o r p o r a t i o n  o t h e r w i s e  p r o v i d e s ,  a s h a r e h o l d e r  
s h a l l  n o t  h a v e  t h e  r i g h t  t o  d i s s e n t  f r o m  a n y  m e r g e r ,  c o n s o l i d a t i o n  o r  
d i s p o s i t i o n  of a s s e t s  w i t h  respect t o  s h a r e s  o f  a class o r  series w h i c h  i s  
l i s t ed  on a n a t i o n a l  s e c u r i t i e s  e x c h a n g e  o r  is h e l d  of record by n o t  l e s s  t h a n  
1 , 0 0 0  record s h a r e h o l d e r s  o r  f o r  w h i c h ,  p u r s u a n t  t o  t h e  m e r g e r ,  c o n s o l i d a t i o n  
or d i s p o s i t i o n  o f  a s se t s ,  h e  w i l l  r e c e i v e  (I) c a s h ,  ( 2 )  s h a r e s ,  o b l i g a t i o n s  o r  
o t h e r  s e c u r i t i e s  w h i c h ,  u p o n  c o n s u m m a t i o n  o f  t h e  m e r g e r ,  c o n s o l i d a t i o n  o r  
d i s p o s i t i o n  o f  a s s e t s ,  w i l l  e i t h e r  be l i s t e d  o n  a n a t i o n a l  s e c u r i t i e s  e x c h a n g e  
or h e l d  of r e c o r d  by n o t  less t h a n  1 , 0 0 0  h o l d e r s  or ( 3 )  c a s h  a n d  s u c h  
s e c u r i t i e s .  

A c o r p o r a t i o n  m a y  p r o v i d e  i n  i t s  c e r t i f i c a t e  o f  i n c o r p o r a t i o n  t h a t  h o l d e r s  
o f  a l l  classes o f  i t s  s h a r e s ,  o r  o f  a p a r t i c u l a r  c lass  o r  series t h e r e o f ,  s h a l l  
h a v e  t h e  r i g h t  t o  d i s s e n t  f r o m  s p e c i f i e d  c o r p o r a t e  a c t i o n s  i n  a d d i t i o n  t o  t h o s e  
e n u m e r a t e d  a b o v e .  

V i r g i n i a  G a s .  U n d e r  Delaware l a w ,  a s t o c k h o l d e r  o f  a D e l a w a r e  c o r p o r a t i o n  i s  
e n t i t l e d  t o  a n  a p p r a i s a l  by t h e  C o u r t  o f  C h a n c e r y  o f  t h e  " f a i r  v a l u e ' '  o f  h i s  o r  
h e r  s h a r e s  i n  t h e  e v e n t  o f  t h e  c o n s u m m a t i o n  o f  a m e r g e r  o r  c o n s o l i d a t i o n  t o  
w h i c h  t h e  c o r p o r a t i o n  i s  a p a r t y ,  p r o v i d e d  t h a t  e i t h e r  (1) a p p r o v a l  by t h e  
s t o c k h o l d e r s  o f  t h e  c o r p o r a t i o n  i s  r e q u i r e d  f o r  t h e  m e r g e r  p u r s u a n t  t o  D e l a w a r e  
l a w  or t h e  c o r p o r a t i o n ' s  c e r t i f i c a t e  o f  i n c o r p o r a t i o n  a n d  t h e  s t o c k h o l d e r  i s  
e n t i t l e d  t o  v o t e  o r  ( 2 1  t h e  c o r p o r a t i o n  i s  a s u b s i d i a r y  b e i n g  m e r g e d  w i t h  i t s  
p a r e n t  or  a n o t h e r  s u b s i d i a r y  o f  t h e  p a r e n t  p u r s u a n t  t o  a p a r t i c u l a r  D e l a w a r e  
l a w  p r o v i s i o n  f o r  s u c h  t r a n s a c t i o n s  a n d  a l l  o f  t h e  s t o c k  of  t h e  c o r p o r a t i o n  i s  
n o t  o w n e d  by t h e  p a r e n t  c o r p o r a t i o n .  

W i t h  respect t o  s h a r e s  o f  a n y  c l a s s  or series t h a t  a re  e i t h e r  l i s t e d  o n  a 
n a t i o n a l  s e c u r i t i e s  e x c h a n g e  o r  d e s i g n a t e d  a s  a n a t i o n a l  m a r k e t  system s e c u r i t y  
o n  a n  i n t e r d e a l e r  q u o t a t i o n  s y s t e m  by t h e  N a t i o n a l  A s s o c i a t i o n  o f  S e c u r i t i e s  
Dealers, I n c .  o r  h e l d  by a t  l e a s t  2 , 0 0 0  r e c o r d  s t o c k h o l d e r s ,  a p p r a i s a l  r i g h t s  
a re  n o t  a v a i l a b l e  t o  t h e  h o l d e r s  o f  s u c h  s h a r e s  by r e a s o n  of a m e r g e r  or 
c o n s o l i d a t i o n  u n l e s s  t h e  h o l d e r s  t h e r e o f  a re  r e q u i r e d  by t h e  t e r m s  o f  a n  
a g r e e m e n t  o f  m e r g e r  o r  c o n s o l i d a t i o n  t o  accept f o r  s u c h  s t o c k  a n y t h i n g  e x c e p t  
(1) c a s h  i n  l i e u  o f  f r a c t i o n a l  s h a r e s ,  ( 2 )  s h a r e s  of t h e  s u r v i v i n g  c o r p o r a t i o n  
or s h a r e s  o f  a n y  o t h e r  c o r p o r a t i o n  t h a t  are  e i t h e r  l i s t e d  o n  a n a t i o n a l  
s e c u r i t i e s  e x c h a n g e  o r  d e s i g n a t e d  as  a n a t i o n a l  m a r k e t  s y s t e m  s e c u r i t y  o n  a n  
i n t e r d e a l e r  q u o t a t i o n  system by t h e  NASD o r  h e l d  by more t h a n  2 ,000  record 
s t o c k h o l d e r s  o r  ( 3 )  a c o m b i n a t i o n  of c a s h  i n  l i e u  of f r a c t i o n a l  s h a r e s  a n d  s u c h  
s h a r e s .  

A D e l a w a r e  c o r p o r a t i o n  m a y  p r o v i d e  i n  i t s  c e r t i f i c a t e  o f  i n c o r p o r a t i o n  t h a t  
a p p r a i s a l  r i g h t s  s h a l l  be a v a i l a b l e  f o r  t h e  s h a r e s  o f  a n y  class o r  ser ies  of 
its stock as  a r e s u l t  o f  a n  a m e n d m e n t  t o  i t s  c e r t l f i c a t e  o f  i n c o r p o r a t i o n ,  a n y  
m e r g e r  o r  c o n s o l i d a t i o n  t o  w h i c h  t h e  c o r p o r a t i o n  is a p a r t y  or t h e  s a l e  o f  a l l  
or s u b s t a n t i a l l y  a l l  of t h e  asse ts  o f  t h e  c o r p o r a t i o n .  
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A s t o c k h o l d e r  who h a s  t h e  r i g h t  t o  a p p r a i s a l  i n  c o n n e c t i o n  w i t h  a 
t r a n s a c t i o n  a n d  t o  r e c e i v e  p a y m e n t  o f  t h e  " f a i r  v a l u e "  o f  h i s  o r  h e r  s h a r e s  
m u s t  follow s p e c i f i c  p r o c e d u r a l  r e q u i r e m e n t s  a s  set f o r t h  i n  D e l a w a r e  l a w  i n  
o r d e r  t o  m a i n t a i n  s u c h  r i g h t  a n d  o b t a i n  s u c h  p a y m e n t .  

FEDERAL SECURITIES LAWS CONSEQUENCES; 
STOCK TRANSFER RESTRICTION AGREEMENTS 

T h i s  d o c u m e n t  does n o t  c o v e r  a n y  resales of t h e  N U 1  or N U 1  H o l d i n g  common 
s t o c k  t o  be r e c e i v e d  by V i r g i n i a  G a s ' s  s t o c k h o l d e r s  u p o n  c o n s u m m a t i o n  of  t h e  
merger, a n d  n o  p e r s o n  i s  a u t h o r i z e d  t o  m a k e  a n y  u s e  o f  t h i s  d o c u m e n t  i n  
c o n n e c t i o n  w i t h  a n y  s u c h  resa le .  

A l l  N U 1  o r  NU1 H o l d i n g  common s t o c k  t h a t  V i r g i n i a  G a s  s t o c k h o l d e r s  r e c e i v e  
i n  t h e  m e r g e r  w i l l  be f r e e l y  t r a n s f e r a b l e ,  w i t h  t h e  e x c e p t i o n  o f  t h e  NU1 or N U 1  
H o l d i n g  common s t o c k  r e c e i v e d  by p e r s o n s  who a re  d e e m e d  t o  be " a f f i l i a t e s "  o f  
V i r g i n i a  G a s  u n d e r  t h e  S e c u r i t i e s  A c t  o f  1 9 3 3  a t  t h e  t i m e  o f  t h e  a n n u a l  
m e e t i n g .  

4 5  

T h e s e  " a f f i l i a t e s "  w h o  r e c e i v e  N U 1  common s t o c k  i n  t h e  m e r g e r  m a y  o n l y  r e se l l  
t h a t  s t o c k  i n  t r a n s a c t i o n s  p e r m i t t e d  b y  R u l e  145  u n d e r  t h e  S e c u r i t i e s  A c t  o f  
1933 o r  as o t h e r w i s e  p e r m i t t e d  u n d e r  t h a t  A c t .  P e r s o n s  who may be deemed t o  be 
a f f i l i a t e s  o f  V i r g i n i a  G a s  f o r  s u c h  p u r p o s e s  g e n e r a l l y  i n c l u d e  i n d i v i d u a l s  o r  
e n t i t i e s  t h a t  c o n t r o l ,  a re  c o n t r o l l e d  by,  o r  a r e  u n d e r  common c o n t r o l  w i t h ,  
V i r g i n i a  G a s  a n d  m a y  i n c l u d e  some o f f i c e r s ,  d i rec tors  a n d  p r i n c i p a l  
s t o c k h o l d e r s  o f  V i r g i n i a  G a s .  T h e  m e r g e r  a g r e e m e n t  r e q u i r e s  V i r g i n i a  G a s  t o  
s e e k  t o  d e l i v e r  or c a u s e  t o  be d e l i v e r e d  t o  N U 1  o n  o r  p r i o r  t o  t h e  e f f e c t i v e  
t i m e  o f  t h e  m e r g e r  from e a c h  o f  t h o s e  a f f i l i a t e s  a n  e x e c u t e d  l e t te r  a g r e e m e n t  
t o  t h e  e f f e c t  t h a t  t h o s e  p e r s o n s  w i l l  n o t  o f f e r  o r  s e l l  or  o t h e r w i s e  d ispose o f  
a n y  N U 1  or N U 1  H o l d i n g  common s t o c k  i s s u e d  t o  t h e m  i n  t h e  m e r g e r  i n  v i o l a t i o n  
o f  t h e  S e c u r i t i e s  A c t  o f  1 9 3 3 .  

LEGAL MATTERS 

T h e  v a l i d i t y  o f  t h e  common s t o c k  t o  be i s s u e d  i n  c o n n e c t i o n  w i t h  t h e  m e r g e r  
w i l l  be passed u p o n  by James R .  Van  H o r n ,  E s q .  a s  c o u n s e l  f o r  N U 1  a n d  N U 1  
H o l d i n g .  I t  i s  a c o n d i t i o n  t o  t h e  c o n s u m m a t i o n  of t h e  m e r g e r  t h a t  N U 1  a n d  
V i r g i n i a  G a s  r e c e i v e  a n  o p i n i o n  f r o m  Hunton & W i l l i a m s ,  l e g a l  c o u n s e l  t o  N U I ,  
t o  t h e  e f f e c t  t h a t  t h e  m e r g e r  w i l l  be a r e o r g a n i z a t i o n  f o r  f e d e r a l  i n c o m e  t a x  
p u r p o s e s .  W e  describe t h e  c o n d i t i o n s  f o r  c o n s u m m a t i o n  o f  t h e  m e r g e r  u n d e r  t h e  
h e a d i n g  "PROPOSAL NO, 1:  THE MERGER--Condi t ions  t o  t h e  Merger." 

EXPERTS 

T h e  c o n s o l i d a t e d  f i n a n c i a l  s t a t e m e n t s  of N U 1  a s  o f  a n d  f o r  t h e  t h r e e  f i s c a l  
years i n  t h e  per iod e n d e d  S e p t e m b e r  30, 1 9 9 9 ,  i n c o r p o r a t e d  h e r e i n  by r e f e r e n c e  
f r o m  t h e  N U 1  A n n u a l  R e p o r t  ( F o r m  10-K) f o r  t h e  year  e n d e d  September 30, 1 9 9 9 ,  
h a v e  b e e n  a u d l t e d  by A r t h u r  A n d e r s e n  LLP,  i n d e p e n d e n t  a u d i t o r s ,  a s  i n d i c a t e d  i n  
t h e i r  report  w i t h  respect t h e r e t o .  S u c h  c o n s o l i d a t e d  f i n a n c i a l  s t a t e m e n t s  a r e  
i n c o r p o r a t e d  h e r e i n  by r e f e r e n c e  i n  r e l i a n c e  u p o n  s u c h  report  g i v e n  u p o n  t h e  
a u t h o r i t y  o f  s u c h  f i r m  as  e x p e r t s  i n  a c c o u n t i n g  a n d  a u d i t i n g  i n  g i v i n g  s a i d  
report .  

T h e  c o n s o l i d a t e d  f i n a n c i a l  s t a t e m e n t s  of V i r g i n i a  G a s  a s  o f  a n d  f o r  t h e  t w o  
f i s c a l  y e a r s  i n  t h e  pe r iod  e n d e d  D e c e m b e r  31, 1 9 9 9 ,  i n c o r p o r a t e d  h e r e i n  by 
r e f e r e n c e  f r o m  t h e  V i r g i n i a  G a s  A n n u a l  Report  ( F o r m  10-KSB) for t h e  year e n d e d  
D e c e m b e r  31, 1 9 9 9 ,  h a v e  b e e n  a u d i t e d  by A r t h u r  A n d e r s e n  LLP, i n d e p e n d e n t  
a u d i t o r s ,  a s  i n d i c a t e d  i n  t h e i r  report  w i t h  respec t  t h e r e t o .  S u c h  c o n s o l i d a t e d  
f i n a n c i a l  s t a t e m e n t s  are i n c o r p o r a t e d  h e r e i n  by r e f e r e n c e  i n  r e l i a n c e  upon s u c h  
report  g i v e n  u p o n  t h e  a u t h o r i t y  of s u c h  f i r m  a s  exper t s  i n  a c c o u n t i n g  a n d  
a u d i t i n g  i n  g i v i n g  s a i d  r e p o r t .  R e f e r e n c e  is  m a d e  t o  s a i d  r e p o r t ,  w h i c h  
i n c l u d e s  a n  e x p l a n a t o r y  p a r a g r a p h  w i t h  respect t o  t h e  u n c e r t a i n t y  r e g a r d i n g  
V i r g i n i a  G a s ' s  a b i l i t y  t o  c o n t i n u e  a s  a g o i n g  c o n c e r n  as  d i s c u s s e d  i n  Notes 2 
a n d  8 of  t h e  c o n s o l i d a t e d  f i n a n c i a l  s t a t e m e n t s .  

R e p r e s e n t a t i v e s  of A r t h u r  A n d e r s e n  LLP a re  expected t o  be p r e s e n t  a t  t h e  
a n n u a l  m e e t i n g .  T h e s e  r e p r e s e n t a t i v e s  w i l l  h a v e  t h e  o p p o r t u n i t y  t o  m a k e  a 
s t a t e m e n t  i f  t h e y  so desire a n d  w i l l  be a v a i l a b l e  t o  r e s p o n d  t o  appropr ia te  
q u e s t  i o n  s . 

PROPOSAL NO. 2 :  ELECTION OF DIRECTORS 

T h e  V i r g i n i a  Gas board is d i v i d e d  i n t o  t h r e e  classes o f  d i rec tors ,  w i t h  e a c h  
s e r v i n g  s t a g g e r e d  t h r e e  year t e r m s .  T h e  V i r g i n i a  G a s  board c u r r e n t l y  c o n s i s t s  
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o f  f i v e  d i r e c t o r s .  T h e  d i r e c t o r s  n o m i n a t e d  f o r  e l e c t i o n  a t  t h e  2000 a n n u a l  
m e e t i n g  are E v e r e t t e  G .  A l l e n ,  J r .  a n d  G.  L e e  C r e n s h a w ,  11. T h e  n o m i n e e s ,  if 
e l e c t e d ,  w i l l  s e r v e  u n t i l  t h e  e f f e c t i v e  t i m e  o f  t h e  m e r g e r ,  o r ,  i f  t h e  m e r g e r  
a g r e e m e n t  i s  n o t  a p p r o v e d  a n d  a d o p t e d  o r  t h e  m e r g e r  i s  n o t  completed, u n t i l  t h e  
a n n u a l  m e e t i n g  of s t o c k h o l d e r s  h e l d  i n  2003  a n d  u n t i l  t h e i r  r e s p e c t i v e  
s u c c e s s o r s  a re  e l e c t e d  a n d  q u a l i f i e d .  T o  b e  e lected as d i rec tors ,  t h e  n o m i n e e s  
m u s t  e a c h  receive t h e  f a v o r a b l e  v o t e  o f  a m a j o r i t y  o f  t h e  s h a r e s  r e p r e s e n t e d  
a n d  e n t i t l e d  t o  vote a t  t h e  m e e t i n g .  A l t h o u g h  t h e  n o m i n e e s  c u r r e n t l y  i n t e n d  t o  
s e r v e  o n  t h e  V i r g i n i a  G a s  board,  i f  t h e  n o m i n e e s  s h o u l d  d e c l i n e  o r  be u n a b l e  t o  
s e r v e ,  t h e  V i r g i n i a  G a s  board may d e s i g n a t e  a s u b s t i t u t e  n o m i n e e .  V i r g i n i a  G a s  
h a s  no r e a s o n  t o  bel ieve t h a t  t h e  n o m i n e e s  w i l l  d e c l i n e  o r  be u n a b l e  t o  serve. 

4 6  

S e t  f o r t h  b e l o w  f o r  e a c h  n o m i n e e  i s  i n f o r m a t i o n  r e g a r d i n g  t h e i r  a g e ,  t h e  
pe r iods  d u r i n g  w h i c h  t h e y  h a v e  s e r v e d  a s  d i r e c t o r s ,  t h e i r  b u s i n e s s  e x p e r i e n c e  
d u r i n g  a t  l e a s t  t h e  pas t  f i v e  yea r s  a n d  o t h e r  d i r e c t o r s h i p s  c u r r e n t l y  h e l d  b y  
t h e  n o m i n e e s  . 

E v e r e t t e  G .  A l l e n ,  J r . ,  a g e  5 9 ,  h a s  s e r v e d  as  a d i r e c t o r  o f  V i r g i n i a  G a s  
s i n c e  J a n u a r y  1 9 9 8 .  H e  h a s  s e r v e d  a s  C h a i r m a n  o f  H i r s c h l e r ,  F l e i s c h e r ,  
W e i n b e r g ,  Cox & A l l e n ,  a l a w  f i r m  loca ted  i n  R i c h m o n d ,  V i r g i n i a ,  s i n c e  1 9 8 6 ,  
a n d  h a s  b e e n  e m p l o y e d  b y  t h a t  f i r m  s i n c e  1 9 7 0 .  M r .  A l l e n  i s  a d i r e c t o r  o f  
H e r s h a  H o s p i t a l i t y  Trust, a p u b l i c l y  t r a d e d  r e a l  e s t a t e  i n v e s t m e n t  t r u s t  
r e g i s t e r e d  o n  t h e  A m e r i c a n  S t o c k  E x c h a n g e .  M r .  A l l e n  h a s  s e r v e d  a s  a m e m b e r  o f  
t h e  Board o f  T r u s t e e s  for R a n d o l p h - M a c o n  C o l l e g e  a n d  i s  a F e l l o w  w i t h  t h e  
A m e r i c a n  C o l l e g e  o f  T r i a l  L a w y e r s .  H e  i s  a P h i  B e t a  K a p p a  g r a d u a t e  o f  R a n d o l p h -  
Macon C o l l e g e  a n d  a g r a d u a t e  o f  t h e  U n i v e r s i t y  of V i r g i n i a  S c h o o l  of Law. 

G .  L e e  C r e n s h a w ,  11,  age 4 1 ,  h a s  s e r v e d  a s  a d i r e c t o r  of V i r g i n i a  Gas s i n c e  
J a n u a r y  1 9 9 8 .  H e  h a s  s e r v e d  as  a d i r e c t o r  a n d  S e n i o r  V i c e  P r e s i d e n t  o f  A n d e r s o n  
& S t r u d w i c k ,  I n c .  s i n c e  1 9 9 4 .  From 1 9 9 1  t o  1 9 9 4  h e  w a s  e m p l o y e d  a t  S c o t t  f, 
S t r i n g f e l l o w ,  I n c .  a s  V i c e  P r e s i d e n t .  M r .  C r e n s h a w  w a s  employed a s  a 
s t o c k b r o k e r  a t  W h e a t ,  F i r s t  S e c u r i t i e s ,  I n c .  f r o m  1 9 8 2  t o  1 9 9 1 .  H e  i s  a 
g r a d u a t e  of  V i r g i n i a  Commonwea l th  U n i v e r s i t y .  

T h e  V i r g i n i a  G a s  b o a r d  r e c o m m e n d s  t h a t  y o u  

v o t e  "FOR" t h e  e l e c t i o n  o f  t h e  n o m i n e e s .  

C o n t  i n u l  n g  D i r e c t o r s  

S e t  f o r t h  b e l o w  i s  i n f o r m a t i o n  r e g a r d i n g  V i r g i n i a  Gas's c o n t i n u i n g  
d i r e c t o r s ,  t h e i r  ages ,  t h e  p e r i o d  d u r i n g  w h i c h  t h e y  h a v e  s e r v e d  as  a d i r e c t o r ,  
t h e i r  b u s i n e s s  e x p e r i e n c e  d u r i n g  a t  l ea s t  t h e  pas t  f i v e  years a n d  o t h e r  
d i r e c t o r s h i p s  c u r r e n t l y  h e l d  by t h e m .  

G l e n n  B. R o g e r s ,  age 6 1 ,  s e r v e d  as S e n i o r  V i c e  P r e s i d e n t  of M a r k e t i n g  a n d  
G a s  S u p p l y  f o r  U n i t e d  C i t i e s  G a s  Company  from 1 9 7 0  u n t i l  h i s  r e t i r e m e n t  i n  
O c t o b e r  1 9 9 7 .  I n  t h i s  p o s i t i o n ,  h e  w a s  r e s p o n s i b l e  f o r  t h e  p r o p a n e  o p e r a t i o n s  
of U n i t e d  C i t i e s  G a s  Company .  From 1 9 7 9  t o  1 9 8 7 ,  M r .  R o g e r s  s e r v e d  U n i t e d  
C i t i e s  G a s  Company as  G r o u p  V i c e  P r e s i d e n t  o f  G a s  S u p p l y ,  M a r k e t i n g  a n d  Rates  
a n d  f r o m  1 9 7 6  t o  1 9 7 9  h e  s e r v e d  as V i c e  P r e s i d e n t  o f  G a s  S u p p l y .  M r .  R o g e r s  i s  
a pas t  p r e s i d e n t  o f  t h e  S o u t h e a s t e r n  G a s  A s s o c i a t i o n .  H e  a l s o  s e r v e s  a s  a 
d i r e c t o r  o f  V i e t t i  F o o d  C o r p o r a t i o n .  Mr. R o g e r s  h o l d s  a B . S .  d e g r e e  i n  
m a t h e m a t i c s  f r o m  P e a b o d y  C o l l e g e  a n d  a Master's degree i n  m a t h e m a t i c s  f r o m  
S o u t h e a s t  O k l a h o m a  S t a t e  C o l l e g e .  M r .  R o g e r s '  t e r m  a s  a d i r e c t o r  e x p i r e s  i n  
2001. Mr. R o g e r s  was e l e c t e d  C h a i r m a n  o f  t h e  B o a r d  i n  A p r i l  1 9 9 9 .  

K a r e n  K .  E d w a r d s ,  age 4 2 ,  h a s  s e r v e d  a s  V i c e  P r e s i d e n t  a n d  d i r e c t o r  o f  
V i r g i n i a  G a s  s i n c e  i t s  f o r m a t i o n  i n  1 9 8 7 .  She  s e r v e d  a s  T r e a s u r e r  u n t i l  
S e p t e m b e r  1 9 9 5  a n d  a s  S e c r e t a r y  u n t i l  M a r c h  1 9 9 8 .  M r s .  E d w a r d s  received a 
B a c h e l o r ' s  d e g r e e  i n  B u s i n e s s  A d m i n i s t r a t i o n  f r o m  t h e  U n i v e r s i t y  of C o l o r a d o  
a n d  a n  MBA f r o m  t h e  C o l g a t e  D a r d e n  G r a d u a t e  S c h o o l  o f  B u s i n e s s  a t  t h e  
U n i v e r s i t y  o f  V i r g i n i a .  M r s .  E d w a r d s '  t e r m  as  a d i r e c t o r  e x p i r e s  i n  2001. S h e  
is  t h e  w i f e  of M i c h a e l  L .  E d w a r d s .  

M i c h a e l  L .  E d w a r d s ,  a g e  4 7 ,  h a s  s e r v e d  a s  P r e s i d e n t  a n d  d i r e c t o r  o f  V i r g i n i a  
G a s  s i n c e  i t s  f o r m a t i o n  i n  1987 a n d  C h a i r m a n  f r o m  1 9 8 7  t o  A p r i l  1 9 9 9 .  H e  a l s o  
s e r v e s  a s  P r e s i d e n t  of V i r g i n i a  G a s  E x p l o r a t i o n  Company ,  V i r g i n i a  G a s  P i p e l i n e  
Company ,  V i r g i n i a  G a s  M a r k e t i n g  Company ,  V i r g i n i a  G a s  P r o p a n e  Company,  V i r g i n i a  
G a s  S t o r a g e  Company a n d  V i r g i n i a  G a s  D i s t r i b u t i o n  C o m p a n y .  F r o m  1983 t o  1 9 8 6 ,  
M r .  E d w a r d s  s e r v e d  a s  E x e c u t i v e  V i c e  P r e s i d e n t  a n d  d i r e c t o r  o f  P e t r o l e u m  
D e v e l o p m e n t  C o r p o r a t i o n .  M r .  E d w a r d s  i s  a P h i  B e t a  Kappa g r a d u a t e  o f  t h e  
U n i v e r s i t y  of C a l i f o r n i a ,  B e r k e l e y  a n d  h e  r e c e i v e d  a n  MBA f r o m  t h e  S t a n f o r d  
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University School of Business. Mr. Edwards' term as a director expires in 2002. 
He is the husband of Karen K. Edwards. 

Additional Information About the Virginia Gas Board of Directors and Committees 

The Virginia Gas board held nine meetings during 1999. Each incumbent 
director attended more than 75 percent of the aggregate number of meetings of 
the Virginia Gas board a n d  the committees on which such director served in 
1999. The Virginia Gas board has standing audit, nominating and compensation 
committees. 

47 

The audit committee, composed of Everette G. Allen, Jr., G. Lee Crenshaw, I1 
and Karen K. Edwards, recommends the independent public accountants to be 
appointed by the Virginia Gas board as auditor o f  Virginia Gas, its 
subsidiaries and affiliated companies. The audit committee a l s o  reviews the 
results, findings and recommendations of audits performed by the independent 
public accountants, the significant accounting policies of Virginia Gas and the 
system of internal controls. I t  reports to the Virginia Gas board and makes 
such investigations as it deems appropriate. The audit committee met one time 
during 1999. 

The nominating committee is composed of Michael L. Edwards, G. Lee Crenshaw, 
I1 and Glenn B. Rogers. This committee reviews the qualifications of persons 
recommended f o r  membership to the Virginia Gas board and nominates such persons 
for election by the stockholders of Virginia Gas. The nominating committee met 
one time during 1999. The committee also considers nominees for directors 
recommended by stockholders. Such recommendations, with relevant supporting 
data, should be submitted to William L. Clear, Chief Financial Officer, at the 
Virginia Gas corporate office. 

The compensation committee is composed of Michael L .  Edwards and Glenn 8 .  
Rogers. This committee reviews compensation paid to employees, officers and 
directors of Virginia Gas and presents recommendations to the Virginia Gas 
board regarding compensation. The compensation committee met one time during 
1999. 

Compensation o f  Directors. During 1999, Virginia Gas directors received 
$2,500 for each Virginia Gas board meeting they attended. Virginia G a s  
directors also received an additional $2,500 f o r  serving on the audit 
committee. As of February 22, 2000, members of a special committee as well as 
the audit committee are compensated $1,250 for each meeting attended, up to a 
total of eight meetings. All other committee members receive $250 f o r  each 
meeting attended. Virginia Gas directors are eligible to participate in 
Virginia Gas's 1998 Stock Option Plan. No stock options were granted during 
fiscal year 1999 to any directors. 

Executive Compensation. The following table presents information concerning 
the annual compensation of the Chief Executive Officer. No officer, except Mr. 
Edwards, received more than $100,000 in salary and bonus during 1999. T h i s  
table presents compensation f o r  services rendered by Mr. Edwards in all 
capacities to Virginia Gas in 1999, 1998 and 1997. 

Summary Compensation Table 

Annual 
Compensation 

All O t h e r  - - - - - - - -___-____- 
Year S a l a r y ( 1 )  Bonus Compensation 
---- --------- ------- - -____-- -_- -  

Michael L. Edwards ...................... 1999 $155,000 $ -- $27,364 (2) 
President a n d  Chief 1998 $155,000 $31,802 $ 3 2 , 4 4 1  
Executive O f f i c e r  1997 $157,917 $ 5 0 , 0 0 0  $ 3 2 , 8 3 7  

1------- 

(1) Amounts include cash compensation earned and received by the named officer 
as well as amounts deferred under a 401(k) Savings Plan. 

(2) Amounts shown include Virginia Gas contributions to a 401(k) Savings Plan 
of $10,000, life insurance premiums of $6,500, board fees of $10,000 and 
vehicle compensation of $864. 
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E m p l o y m e n t  A g r e e m e n t .  On May 2 3 ,  1 9 9 6 ,  V i r g i n i a  G a s  e n t e r e d  i n t o  a t e n - y e a r  
e m p l o y m e n t  a g r e e m e n t  w i t h  M r .  E d w a r d s ,  w h i c h  p r o v i d e s  for a n  a n n u a l  s a l a r y  of 
$155,000. M r .  E d w a r d s  w i l l  a l s o  r e c e i v e  a n n u a l  b o n u s e s  c o m p u t e d  o n  t h e  bas i s  o f  
10 p e r c e n t  o f  V i r g i n i a  Gas's p r e - t a x  e a r n i n g s  o n  a l l  a m o u n t s  f r o m  $1 ,000 ,000 t o  
$ 1 , 9 9 9 , 9 9 9  a n d  15  p e r c e n t  o f  V i r g i n i a  G a s ' s  p r e - t a x  e a r n i n g s  o n  a l l  a m o u n t s  i n  
excess o f  $ 2 , 0 0 0 , 0 0 0 .  M r .  E d w a r d s '  b o n u s  fo r  1996 was $50,000 a n d  w a s  p a i d  i n  
1 9 9 7 .  M r .  E d w a r d s '  b o n u s  for 1 9 9 7  w a s  $31,802 a n d  w a s  p a i d  i n  1 9 9 8 .  T h e r e  w a s  
no  b o n u s  f o r  1 9 9 8 .  M r .  E d w a r d s '  b o n u s  for 1 9 9 9  w a s  $ 4 4 , 7 5 7  a n d  w a s  pa id  i n  
2000.  I n  t h e  e v e n t  M r .  E d w a r d s '  e m p l o y m e n t  1 s  t e r m i n a t e d  by V i r g i n i a  G a s  for 
any r e a s o n .  

48 

o t h e r  t h a n  f o r  c a u s e  d u r i n g  t h e  t e r m  of t h e  e m p l o y m e n t  a g r e e m e n t ,  a t  t h e  
e l e c t i o n  o f  M r .  E d w a r d s ,  V i r g i n i a  Gas  w i l l  be o b l i g a t e d  t o  p u r c h a s e  a l l  o r  a 
p o r t i o n  of t h e  s h a r e s  h e l d  by h i m  a n d / o r  h i s  w i f e  a t  a p r i c e  e q u a l  t o  150  
p e r c e n t  o f  t h e  m a r k e t  v a l u e  of  V i r g i n i a  G a s ' s  s h a r e s  o n  t h e  d a t e  of 
t e r m i n a t i o n .  I n  a d d i t i o n ,  V i r g i n i a  G a s  w i l l  be o b l i g a t e d  t o  pay Mr. E d w a r d s  i n  
a l u m p  sum a l l  s a l a r y  a m o u n t s  p a y a b l e  t o  M r .  E d w a r d s  t h r o u g h  t h e  t e r m  o f  t h e  
e m p l o y m e n t  a g r e e m e n t ,  p l u s  a n  a d d i t i o n a l  $ 2 , 0 0 0 , 0 0 0 .  T h i s  a g r e e m e n t  w i l l  be 
t e r m i n a t e d  i f  t h e  merger o c c u r s  a n d  M r .  E d w a r d s  w i l l  r e c e i v e  a s e v e r a n c e  
b e n e f i t .  See "PROPOSAL NO. 1: T H E  M E R G E R - - I n t e r e s t s  of V i r g i n i a  G a s ' s  D i r e c t o r s  
and O f f i c e r s  i n  t h e  M e r g e r "  a t  page 2 3 .  

S e c u r i t y  O w n e r s h i p  o f  C e r t a i n  B e n e f i c i a l  O w n e r s  a n d  M a n a g e m e n t .  T h e  
f o l l o w i n g  t a b l e  sets f o r t h  t h e  b e n e f i c i a l  o w n e r s h i p  of common s t o c k  by V i r g i n i a  
G a s ' s  d i r e c t o r s  a n d  e x e c u t i v e  o f f i c e r s  a s  of  S e p t e m b e r  30, 2000, as  w e l l  as 
a d d i t i o n a l  i n f o r m a t i o n  a b o u t  b e n e f i c i a l  o w n e r s  of 5 p e r c e n t  or m o r e  of V i r g i n i a  
Gas's common s t o c k  b a s e d  u p o n  f i l i n g s  w i t h  t h e  SEC and t o  V i r g i n i a  Gas's 
k n o w l e d g e .  

Amount of  P e r c e n t  of 
Name and Address  of B e n e f i c i a l  O w n e r ( 1 )  Own e r s h i p C l a s s  

Dr. J a m e s  T .  M a r t i n  ................................. 8 0 0 , 0 5 8 ( 2 )  1 4 . 5 3 %  
E a g l e  T o p  Long R o a d  
W a i t e s v i l l e ,  V e r m o n t  0 5 6 7 3  

T h e  K a u f m a n n  F u n d ,  I n c .  ............................ 5 9 3 , 0 0 0 ( 3 )  1 0 . 7 8 %  
1 4 0  E a s t  4 5 t h  S t r e e t  
43rd Floor 
New Y o r k ,  N e w  Y o r k  1 0 0 1 7  

E d g e m o n t  A s s e t  M a n a g e m e n t  C o r p o r a t i o n  . . . . . . . . . . . . . . .  5 9 3 , 0 0 0 ( 3 )  
1 4 0  E a s t  4 5 t h  S t r e e t  
4 3 r d  Floor 
New Y o r k ,  New Y o r k  1 0 0 1 7  

L a w r e n c e  E .  A u r i a n a .  ................................ 8 3 7 , 2 0 0 ( 3 )  
1 4 0  E a s t  4 5 t h  S t r e e t  
4 3 r d  Floor 
New Y o r k ,  New Y o r k  1 0 0 1 7  

10.78% 

15.20% 

M i c h a e l  L .  and K a r e n  K .  E d w a r d s . .  . . . . . . . . . . . . . . . . . . .  752,576(2) ( 4 )  13.67% 
2 0 0  E a s t  M a i n  S t r e e t  
A b i n q d o n ,  V i r g i n i a  2 4 2 1 0  

M i c h a e l  L .  E d w a r d s . .  ................................ 1 , 5 6 8 , 5 3 4  (2) ( 5 )  28.49% 

K a r e n  K .  E d w a r d s  .................................... 9 , 9 0 0  ( 2 )  * 

G .  Lee C r e n s h a w ,  I1 ................................. 5 3 , 3 5 0 ( 6 )  * 
707 East M a i n  S t r e e t  
2 0 t h  F l o o r  
Richmond, V i r g i n i a  2 3 2 1 9  

E v e r e t t e  G .  A l l e n ,  J r .  ............................. 115,000(7) 2 . 0 8 %  
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Glenn B. Rogers .................... . . . . . . . . . . . . . . . . .  4 2 , 0 0 0 ( 8 )  * 
605 Westover D r i v e  
Nashville, Tennessee 37205 

All executive o f f i c e r s  a n d  d i r e c t o r s  as a g r o u p . .  . . .  1 , 8 3 3 , 0 2 1 ( 2 ) ( 9 )  3 3 . 3 0 %  

----- --- 
* L e s s  t h a n  1 % .  

4 9  

E x c e p t  a s  o t h e r w i s e  n o t e d ,  t h e  address  of  t h e  h o l d e r  is i n  care  o f  V i r g i n i a  
G a s .  

D r .  M a r t i n  a n d  Mr. a n d  M r s .  E d w a r d s  a re  pa r t i e s  t o  a S h a r e h o l d e r s  A g r e e m e n t  
a n d  V o t i n g  T r u s t  w i t h  V i r g i n i a  G a s  u n d e r  w h i c h  M r .  E d w a r d s ,  a s  t r u s t e e ,  i s  
t h e  s o l e  p e r s o n  a u t h o r i z e d  t o  v o t e  t h e  V i r g i n i a  G a s  s t o c k  h e l d  by t h e  
s t o c k h o l d e r s  p a r t y  t o  t h e  a g r e e m e n t ,  i n  a c c o r d a n c e  w i t h  t h e  t e r m s  o f  t h e  
a g r e e m e n t ,  i n  a l l  e l e c t i o n s  o f  d i r e c t o r s  a n d  o n  v a r i o u s  o t h e r  mat ters ,  n o t  
i n c l u d i n g  t h e  m e r g e r .  T h e  a g r e e m e n t  e x p i r e s  i n  2 0 0 1 .  

I n f o r m a t i o n  c o n c e r n i n g  V i r g i n i a  G a s  common s t o c k  b e n e f i c i a l l y  o w n e d  b y  T h e  
K a u f m a n n  F u n d ,  I n c . ,  E d g e m o n t  A s s e t  M a n a g e m e n t  C o r p o r a t i o n  a n d  L a w r e n c e  E .  
A u r i a n a  a s  of J u n e  26 ,  2000,  w a s  o b t a i n e d  f r o m  a S c h e d u l e  13D, d a t e d  J u n e  
2 6 ,  2000, f i l e d  by t h e s e  b e n e f i c i a l  o w n e r s .  A c c o r d i n g  t o  t h i s  f i l i n g ,  T h e  
K a u f m a n n  F u n d  b e n e f i c i a l l y  o w n s ,  a n d  Edgemont a n d  Mr. A u r i a n a  are d e e m e d  t o  
b e n e f i c i a l l y  own, 593,000 s h a r e s  o f  t h e  common s t o c k .  A d d i t i o n a l l y ,  M r .  
A u r i a n a  reports  t h a t  h e  o w n s  a n o t h e r  2 4 4 , 2 0 0  s h a r e s  o f  V i r g i n i a  G a s ' s  
common s t o c k .  T h e  K a u f m a n n  F u n d  h a s  s o l e  v o t i n g  a n d  d i s p o s i t i v e  p o w e r  w i t h  
respect t o  593,000 s h a r e s  o f  V i r g i n i a  G a s  common s t o c k .  E a c h  of E d g e m o n t  
a n d  M r .  A u r i a n a  h a v e  s h a r e d  v o t i n g  a n d  d i s p o s i t i v e  power w i t h  respect  t o  
T h e  K a u f m a n n  F u n d ' s  593,000 s h a r e s .  M r .  A u r i a n a  h a s  s o l e  v o t i n g  a n d  
d i s p o s i t i v e  p o w e r  w i t h  respect t o  2 4 4 , 2 0 0  s h a r e s .  

I n c l u d e s  363 ,663  s h a r e s  t h a t  may be i s s u e d  t o  M r .  a n d  M r s .  E d w a r d s  u p o n  
e x e r c i s e  o f  a p r e s e n t l y  exercisable  w a r r a n t ,  t h e  exercise  pr ice  u n d e r  w h i c h  
i s  $ 9 . 9 0  p e r  s h a r e .  T h i s  w a r r a n t  w i l l  be c a n c e l e d  i f  t h e  m e r g e r  occurs 
u n d e r  t h e  terms o f  t h e  C h a n g e  o f  C o n t r o l  A g r e e m e n t  d i s c u s s e d  u n d e r  
"PROPOSAL NO. 1: THE M E R G E R - - I n t e r e s t s  o f  V i r g i n i a  G a s ' s  Directors a n d  
O f f i c e r s  i n  t h e  M e r g e r "  o n  p a g e  2 3 .  

I n c l u d e s  6 ,000  s h a r e s  o w n e d  by M K .  E d w a r d s  d i r e c t l y  a n d  1 ,562 ,534  s h a r e s  
w h i c h  a re  b e n e f i c i a l l y  o w n e d  b y  p e r s o n s  w h o s e  V i r g i n i a  G a s  s t o c k  h e  h a s  t h e  
r i g h t  t o  vote  u n d e r  t h e  a g r e e m e n t  r e f e r r e d  t o  i n  f o o t n o t e  ( 2 ) .  

I n c l u d e s  40,000 s h a r e s  t h a t  may be i s s u e d  t o  Mr. C r e n s h a w  u p o n  e x e r c i s e  of 
s t o c k  o p t i o n s  w i t h i n  60 days o f  S e p t e m b e r  2 9 ,  2000,  t h e  exercise pr ice  
u n d e r  w h i c h  i s  $ 4 . 1 2 5 .  M r .  C r e n s h a w  also h o l d s  o p t i o n s  t o  a c q u i r e  a n  
a d d i t i o n a l  20,000 s h a r e s  t h a t  w i l l  b e c o m e  exerc isab le  o n  O c t o b e r  1, 2 0 0 1 .  
A l l  60,000 of s u c h  o p t i o n s  w i l l  be c o n v e r t e d  i n t o  t h e  r i g h t  t o  r e c e i v e  
$1 .00  i n  c a s h  per o p t i o n  i f  t h e  m e r g e r  o c c u r s  u n d e r  a n  a m e n d m e n t  a g r e e d  t o  
by M r .  C r e n s h a w  a n d  d i s c u s s e d  u n d e r  " P R O P O S A L  NO. 1: THE M E R G E R - I n t e r e s t s  
o f  V i r g i n i a  G a s ' s  D i rec to r s  a n d  O f f i c e r s  i n  t h e  Merger" o n  p a g e  2 3 .  

I n c l u d e s  40,000 s h a r e s  t h a t  may be i s s u e d  t o  M r .  A l l e n  u p o n  exerc ise  of 
s t o c k  o p t i o n s  w i t h i n  60 days o f  S e p t e m b e r  2 9 ,  2000,  t h e  e x e r c i s e  p r ice  
u n d e r  w h i c h  i s  $ 4 . 1 2 5 .  M r .  A l l e n  also h o l d s  o p t i o n s  t o  a c q u i r e  a n  
a d d i t i o n a l  20 ,000  s h a r e s  t h a t  w l l l  b e c o m e  exerc isab le  on O c t o b e r  1, 2001.  
A l l  60,000 o f  s u c h  o p t i o n s  w i l l  be c o n v e r t e d  i n t o  t h e  r i g h t  t o  r e c e i v e  
$1.00 i n  c a s h  per o p t i o n  i f  t h e  m e r g e r  o c c u r s  u n d e r  a n  a m e n d m e n t  agreed t o  
by M r .  A l l e n  a n d  d i s c u s s e d  u n d e r  "PROPOSAL NO. 1: THE M E R G E R - - I n t e r e s t s  o f  
V i r g i n i a  G a s ' s  Directors a n d  O f f i c e r s  i n  t h e  Merger" o n  page 2 3 .  

I n c l u d e s  40 ,000  s h a r e s  t h a t  may be i s s u e d  t o  M r .  R o g e r s  u p o n  e x e r c i s e  of 
s t o c k  o p t i o n s  w i t h i n  60 days o f  S e p t e m b e r  2 9 ,  2000,  t h e  e x e r c i s e  p r i c e  
u n d e r  w h i c h  i s  $ 4 . 1 2 5 .  M r .  R o g e r s  a l s o  h o l d s  o p t i o n s  t o  a c q u i r e  a n  
a d d i t i o n a l  20,000 s h a r e s  t h a t  w i l l  b e c o m e  e x e r c i s a b l e  o n  O c t o b e r  1, 2001. 
A l l  6 0 , 0 0 0  of s u c h  o p t i o n s  w i l l  be c o n v e r t e d  i n t o  t h e  r i g h t  t o  r e c e i v e  
$1.00 i n  c a s h  per o p t i o n  i f  t h e  m e r g e r  o c c u r s  u n d e r  a n  a m e n d m e n t  a g r e e d  t o  
by M r .  R o g e r s  a n d  d i s c u s s e d  u n d e r  " P R O P O S A L  NO. 1: THE M E R G E R - - I n t e r e s t s  o f  
V i r g i n i a  G a s ' s  Directors a n d  O f f i c e r s  i n  t h e  Merger" o n  page 2 3 .  
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( 9 )  I n c l u d e s  t h e  4 8 3 , 6 6 3  s h a r e s  r e f e r r e d  t o  i n  f o o t n o t e s  ( 4 1 ,  ( 6 ) ,  ( 7 )  a n d  ( 8 )  
t h a t  a r e  s u b j e c t  t o  o p t i o n s  OK w a r r a n t s  t h a t  a r e  or w i l l  become exercisable  
w i t h i n  60 d a y s  o f  S e p t e m b e r  29 ,  2000,  a s  w e l l  a s  a n  a d d i t i o n a l  43,333 
s h a r e s  t h a t  may be i s s u e d  t o  o t h e r  e x e c u t i v e  o f f i c e r s  u p o n  t h e  exercise of 
s t o c k  o p t i o n s  t h a t  are or w i l l  become exercisable  w i t h i n  60 days o f  
September 29, 2000.  

C e r t a i n  R e l a t i o n s h i p s  a n d  R e l a t e d  T r a n s a c t i o n s .  Robert C .  B r i g h t ,  who s e r v e d  
a s  S e c r e t a r y  o f  V i r g i n i a  G a s  f r o m  A p r i l  1 9 9 8  t h r o u g h  J u n e  1 9 9 9 ,  i s  a 
s t o c k h o l d e r  i n  t h e  Law O f f i c e s  of Robert C.  B r i g h t ,  a P r o f e s s i o n a l  C o r p o r a t i o n ,  
w h i c h  p r o v i d e s  c e r t a i n  l e g a l  s e r v i c e s  t o  V i r g i n i a  G a s .  D u r i n g  1998 a n d  1 9 9 9 ,  
Mr. B r i g h t ' s  l a w  f i r m  received l e g a l  f e e s  f r o m  V i r g i n i a  G a s  o f  a p p r o x i m a t e l y  
$300,000 a n d  $115,000, r e s p e c t i v e l y .  
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STOCKHOLDER PROPOSALS 

S t o c k h o l d e r  p r o p o s a l s  s u b m i t t e d  f o r  i n c l u s i o n  i n  t h e  proxy s t a t e m e n t  for 
V i r g i n i a  G a s ' s  2 0 0 1  a n n u a l  m e e t i n g  m u s t  comply w i t h  t h e  r e q u i r e m e n t s  o f  t h e  
SEC. A s t o c k h o l d e r  p roposa l  g e n e r a l l y  w i l l  be v o t e d  o n  o n l y  i f  t h e  s t o c k h o l d e r  
or t h e  s t o c k h o l d e r ' s  r e p r e s e n t a t i v e  a t t e n d s  t h e  a n n u a l  m e e t i n g  a n d  p r e s e n t s  t h e  
p roposa l .  I n  t h e  e v e n t  t h a t  t h e  m e r g e r  a q r e e m e n t  1s n o t  a p p r o v e d  and adopted or  
t h e  m e r g e r  is n o t  o t h e r w i s e  c o n s u m m a t e d ,  s t o c k h o l d e r  p roposa l s  i n t e n d e d  t o  be 
p r e s e n t e d  a t  V i r g i n i a  G a s ' s  2001 a n n u a l  m e e t i n g  m u s t  be r e c e i v e d  by V i r g i n i a  
G a s ' s  S e c r e t a r y ,  200 E a s t  M a i n  S t r e e t ,  A b i n g d o n ,  V i r g i n i a  2 4 2 1 0 ,  no l a t e r  t h a n  
J u n e  7 ,  2001,  i n  o r d e r  t o  be c o n s i d e r e d  for i n c l u s i o n  i n  V i r g i n i a  G a s ' s  p r o x y  
s t a t e m e n t  r e l a t e d  t o  t h a t  m e e t i n g .  

OTHER MATTERS 

V i r g i n i a  Gas ' s  board does n o t  know of a n y  m a t t e r s  t o  be p r e s e n t e d  a t  the 
a n n u a l  m e e t i n g  o t h e r  t h a n  t h o s e  set f o r t h  a b o v e .  H o w e v e r ,  i f  a n y  o t h e r  m a t t e r s  
p rope r ly  c o m e  b e f o r e  t h e  a n n u a l  m e e t i n g ,  p r o x i e s  r e c e i v e d  p u r s u a n t  t o  t h i s  
s o l i c i t a t i o n  w i l l  be v o t e d  i n  a c c o r d a n c e  w i t h  t h e  r e c o m m e n d a t i o n  of t h e  
V i r g i n i a  G a s  b o a r d ,  a n d  d i s c r e t i o n a r y  a u t h o r i t y  t o  d o  s o  IS i n c l u d e d  i n  t h e  
proxy. 

WHERE YOU CAN FIND MORE INFORMATION 

NU1 a n d  N U 1  H o l d i n g  h a v e  f i l e d  w i t h  t h e  SEC a r e g i s t r a t i o n  s t a t e m e n t  u n d e r  
t h e  S e c u r i t i e s  A c t  o f  1933 t h a t  r eg is te rs  t h e  N U 1  o r  N U 1  H o l d i n g  common stock 
t o  be i s s u e d  t o  V i r g i n i a  G a s  s t o c k h o l d e r s  i n  c o n n e c t i o n  w i t h  t h e  merger.  T h e  
r e g i s t r a t i o n  s t a t e m e n t ,  i n c l u d i n g  t h e  a t t a c h e d  e x h i b i t s  a n d  s c h e d u l e s ,  c o n t a i n s  
a d d i t i o n a l  r e l e v a n t  i n f o r m a t i o n  a b o u t  NUI a n d  NU1 H o l d i n g  common s t o c k .  T h e  
r u l e s  a n d  r e g u l a t i o n s  o f  t h e  SEC a l l o w  u s  t o  o m i t  c e r t a i n  i n f o r m a t i o n  i n c l u d e d  
i n  t h e  r e g i s t r a t i o n  s t a t e m e n t  f r o m  t h i s  p r o x y  s t a t e m e n t / p r o s p e c t u s .  

I n  a d d i t i o n ,  NU1 a n d  V i r g i n i a  G a s  f i l e  repor t s ,  proxy s t a t e m e n t s  a n d  o t h e r  
i n f o r m a t i o n  w i t h  t h e  SEC u n d e r  t h e  S e c u r i t i e s  E x c h a n g e  A c t  o f  1 9 3 4 .  You may 
read a n d  copy t h i s  i n f o r m a t i o n  a t  t h e  f o l l o w i n g  l o c a t i o n s  o f  t h e  SEC:  

P u b l i c  Re fe rence  Room New York R e g i o n a l  Office C h i c a g o  Reg iona l  O f f i c e  
450  F i f t h  S t r e e t ,  N . W .  7 World T r a d e  C e n t e r  C i t i c o r p  C e n t e r  

Room 1024 S u i t e  1 3 0 0  5 0 0  W e s t  Madison S t r e e t  
Washington, D . C .  2054 9 New ~ o r k ,  NY i o 0 4 8  S u i t e  1 4 0 0  

C h i c a g o ,  IL 6 0 6 6 1 - 2 5 1 1  

You also m a y  o b t a i n  copies  o f  t h i s  i n f o r m a t i o n  by m a i l  f r o m  t h e  P u b l i c  
R e f e r e n c e  S e c t i o n  of t h e  SEC, 450 F i f t h  S t r e e t ,  N.W., Room 1 0 2 4 ,  W a s h i n g t o n ,  
D.C. 20549 ,  a t  prescr ibed ra tes .  P l e a s e  c a l l  t h e  SEC a t  1-800-SEC-0330 f o r  
f u r t h e r  i n f o r m a t i o n  o n  t h e  p u b l i c  r e f e r e n c e  rooms. You m a y  also o b t a i n  f i l e d  
d o c u m e n t s  f r o m  commercial d o c u m e n t  r e t r i e v a l  s e r v i c e s  ( s o m e  of w h i c h  a l s o  
p r o v i d e  o n - l i n e  d e l i v e r y ) .  

T h e  SEC a l s o  m a i n t a i n s  a n  T n t e r n e t  w o r l d  w i d e  w e b  s i t e  t h a t  c o n t a i n s  
repor t s ,  p r o x y  s t a t e m e n t s  a n d  o t h e r  i n f o r m a t i o n  a b o u t  i s s u e r s ,  l i k e  N U 1  a n d  
V i r g i n i a  G a s ,  who f i l e  e l e c t r o n i c a l l y  w i t h  t h e  SEC.  T h e  add res s  o f  t h a t  s i t e  1s  
h t t p : / / w w w . s e c . g o v .  

You may i n s p e c t  r epor t s ,  p r o x y  s t a t e m e n t s  a n d  o t h e r  i n f o r m a t i o n  a b o u t  NU1 a t  
t h e  o f f i c e s  o f  t h e  New Y o r k  S t o c k  E x c h a n g e ,  2 0  B r o a d  S t r e e t ,  New Y o r k ,  New York 
10005. You may i n s p e c t  r e p o r t s ,  proxy s t a t e m e n t s  a n d  o t h e r  i n f o r m a t i o n  a b o u t  
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Virginia Gas at the offices of The Nasdaq SmallCap Market, 9801 Washingtonian 
Boulevard, Gaithersburg, Maryland 2 0 8 7 8 .  

The SEC allows NU1 and Virginia Gas to "incorporate by reference'' 
information into this proxy statement/prospectus. This means that NU1 and 
Virginia Gas can disclose important information to you by 
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referring you to another document filed separately with the SEC. The 
information incorporated by reference is considered to be a part of this proxy 
statement/prospectus, except f o r  any information that is superseded by 
information that is included directly in this document. 

This proxy statement/prospectus incorporates by reference the documents 
listed below that NU1 h a s  previously filed with the SEC.  They  contain important 
information about NU1 and its financial condition. 

Annual Report  o n  Form 1 0 - K . . .  . . . .  For t h e  f i s c a l  y e a r  ended September  3 0 ,  
1 9 9 9 ,  a s  f i l e d  on December 2 1 ,  1 9 9 9  ( a s  
amended on  J a n u a r y  31, 2 0 0 0 )  

Q u a r t e r l y  R e p o r t s  o n  Form 10-Q . . .  For t h e  f i s c a l  q u a r t e r s  ended December 3 1 ,  
1999, M a r c h  31, 2 0 0 0 ,  and June 30 ,  2 0 0 0 ,  a s  
f i l e d  o n  F e b r u a r y  1 4 ,  2 0 0 0 ,  May 15, 2 0 0 0 ,  
a n d  August 1 4 ,  2 0 0 0 ,  r e s p e c t i v e l y  

This proxy statement/prospectus incorporates by reference the documents 
listed below that Virginia Gas has previously filed with the SEC. They contain 
important information about Virginia Gas and its financial condition. 

Annual Report  o n  Form 1 0 - K S B  . . . . .  For t h e  f i s c a l  y e a r  ended December 31, 
1 9 9 9 ,  a s  f i l e d  o n  April 1 3 ,  2 0 0 0  ( a s  
amended on May 1, 2000)  

Q u a r t e r l y  Reports o n  Form 10- For t h e  f i s c a l  q u a r t e r s  ended March 31, 
QSB . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  2000, a n d  J u n e  3 0 ,  2 0 0 0 ,  a s  f i l e d  o n  May 

15, 2 0 0 0 ,  and August 1 4 ,  2 0 0 0 ,  r e s p e c t i v e l y  

Current R e p o r t s  on Form 8 - K  . . . . . .  Dated J u n e  13, 2 0 0 0 ,  and September  1 3 ,  
2 0 0 0 ,  a s  f i l e d  o n  J u n e  1 6 ,  2 0 0 0 ,  and  
September 2 1 ,  2 0 0 0 ,  r e s p e c t i v e l y  

NU1 and Virginia Gas incorporate by reference additional documents that each 
may file with the S E C  between the date of this proxy statement/prospectus and 
the date of the annual meeting. These documents include periodic reports, s u c h  
as Annual Reports on Form lO-K, Quarterly Reports on Form 10-Q and Current 
Reports on Form 8 - K ,  as well as proxy statements. NU1 a l s o  incorporates by 
reference the description of NU1 common stock in any of its registration 
statements filed by it under the Securities Exchange Act of 1934, including any 
amendment or report filed for the purpose of updating such description. 

Information Regarding N U 1  and Virginia Gas 

NU1 h a s  supplied all information contained or incorporated by reference in 
this proxy statement/prospectus relating to NUI, as well as a l l  pro forma 
financial information and Virginia Gas has supplied all information relating to 
Virginia Gas. 

Documents incorporated by reference by NU1 and Virginia Gas are available 
from the companies without charge, excluding any exhibits to those documents, 
u n l e s s  the exhibit is specifically incorporated by reference as an exhibit to 

http : //ccb n . ten kwi zard. comipri nt . ph p? rep o=t enk& i page= 1 22 1 0 3 3 & attach=ON& doc= 1 5/16/2002 



10k Wizard: SEC Filings Page 68 of 134 

t h i s  p r o x y  s t a t e m e n t / p r o s p e c t u s .  You c a n  o b t a i n  d o c u m e n t s  i n c o r p o r a t e d  by 
r e f e r e n c e  i n  t h i s  p r o x y  s t a t e m e n t / p r o s p e c t u s  by r e q u e s t i n g  t h e m  i n  w r i t i n g  o r  
by t e l e p h o n e  f r o m  t h e  a p p r o p r i a t e  c o m p a n y  a t  t h e  f o l l o w i n g  a d d r e s s e s :  

NU1 Corporation 
L i n d a  Lennox 

Investor Relations 
550 Route 202-206 

P.  0. Box 7 6 0  
Bedminster, New Jersey 07921-0760 

Telecopy: ( 9 0 8 )  781-0718 
( 9 0 8 )  781-0500 

V i r g i n i a  G a s  Company 
A n g e l a  C v e t  kovski 
I n v e s t o r  Relations 

2 0 0  E a s t  M a i n  S t r e e t  
Abingdon, V i r g i n i a  2 4 2 1 0  

Telecopy: ( 5 4 0 )  619-5230 
( 5 4 0 )  6 7 6 - 2 3 8 0  

5 2  

I f  y o u  w o u l d  l i k e  t o  r e q u e s t  d o c u m e n t s ,  p l ease  do s o  by N o v e m b e r  1, 2000, t o  
r e c e i v e  t h e m  b e f o r e  t h e  a n n u a l  m e e t i n g .  I f  y o u  r e q u e s t  a n y  i n c o r p o r a t e d  
d o c u m e n t s  f r o m  u s ,  we w i l l  m a i l  t h e m  t o  y o u  by f i r s t  class m a i l ,  o r  a n o t h e r  
e q u a l l y  prompt m e a n s ,  w i t h i n  o n e  b u s i n e s s  day a f t e r  we receive y o u r  r e q u e s t .  

W e  h a v e  n o t  a u t h o r i z e d  a n y o n e  t o  g i v e  a n y  i n f o r m a t i o n  o r  m a k e  a n y  
r e p r e s e n t a t i o n  a b o u t  t h e  m e r g e r  o r  o u r  c o m p a n i e s  t h a t  i s  d i f f e r e n t  from, o r  i n  
a d d i t i o n  t o ,  t h a t  c o n t a i n e d  i n  t h i s  p r o x y  s t a t e m e n t / p r o s p e c t u s  o r  i n  a n y  of t h e  
m a t e r i a l s  t h a t  w e  h a v e  i n c o r p o r a t e d  i n t o  t h i s  d o c u m e n t .  T h e r e f o r e ,  i f  a n y o n e  
does g i v e  y o u  i n f o r m a t i o n  o f  t h i s  s o r t ,  y o u  s h o u l d  n o t  r e l y  o n  i t .  I f  y o u  a re  
i n  a j u r i s d i c t i o n  w h e r e  o f f e r s  t o  e x c h a n g e  o r  s e l l ,  o r  s o l i c i t a t i o n s  of offers 
t o  e x c h a n g e  or p u r c h a s e ,  t h e  s e c u r i t i e s  o f f e r e d  by t h i s  d o c u m e n t  o r  t h e  
s o l i c i t a t i o n  o f  p r o x i e s  is  u n l a w f u l ,  o r  i f  y o u  a r e  a p e r s o n  t o  whom i t  i s  
u n l a w f u l  t o  d i r e c t  t h e s e  t ypes  o f  a c t i v i t i e s ,  t h e n  t h e  o f f e r  p r e s e n t e d  i n  t h i s  
d o c u m e n t  does n o t  e x t e n d  t o  y o u .  T h i s  p r o x y  s t a t e m e n t / p r o s p e c t u s  is dated 
O c t o b e r  5, 2000.  T h e  i n f o r m a t i o n  c o n t a i n e d  i n  t h i s  d o c u m e n t  s p e a k s  o n l y  a s  of 
s u c h  d a t e  u n l e s s  t h e  i n f o r m a t i o n  s p e c i f i c a l l y  i n d i c a t e s  t h a t  a n o t h e r  d a t e  
a p p l i e s .  
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ANNEX A 

AGREEMENT AND PLAN OF REORGANIZATION 

BY AND AMONG 

N U 1  CORPORATION, 

VGC ACQUISITION, INC. 

AND 

V I R G I N I A  GAS COMPANY 

Dated as of  J u n e  13, 2000 
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Exhibit 5 . 6  A d v e r s e  C h a n g e s  A f f e c t i n g  V i r g i n i a  G a s  
E x h i b i t  5 . 8  V i r g i n i a  Gas L i t i g a t i o n  
E x h i b i t  5 . 9  T i t l e  t o  a n d  S u f f i c i e n c y  of Assets;  E a s e m e n t s  
E x h i b i t  5.10 V i r g i n i a  Gas C o n t r a c t s  
E x h i b i t  5 . 1 1  V i r g i n i a  G a s  L a b o r  M a t t e r s  
E x h i b i t  5 . 1 2  V i r g i n i a  Gas  B e n e f i t  P l a n s  
E x h i b i t  5 . 1 3  T a x  Matters C o n c e r n i n g  V i r g i n i a  Gas 
E x h i b i t  5 . 1 5  T r a n s a c t i o n s  With A f f i l i a t e s  by V i r g i n i a  G a s  
E x h i b i t  5 . 1 6  E n v i r o n m e n t a l  Conditions 
E x h i b i t  5 . 2 0  V i r g i n i a  Gas  R e g u l a t e d  E n t i t i e s  
E x h i b i t  5 . 2 9  C e r t a i n  Agreements  
E x h i b i t  6 . 4  E n v i r o n m e n t a l  A s s e s s m e n t s  
E x h i b i t  6 . 8  F o r m  of V i r g i n i a  G a s  A f f i l i a t e  Letter 
E x h i b i t  6 . 1 5  I n t e r i m  F i n a n c i n g  

A- v 

AGREEMENT AND PLAN OF REORGANIZATION 

AGREEMENT AND PLAN OF REORGANIZATION, dated as  of  J u n e  13,  2000, by a n d  
among N U 1  CORPORATION, a New Jersey c o r p o r a t i o n  ( " N U I " )  , VGC ACQUISITION, 
INC. ,  a D e l a w a r e  c o r p o r a t i o n  a n d  w h o l l y  o w n e d  s u b s i d i a r y  of N U 1  ( " M e r g e r  
S u b s i d i a r y " )  a n d  VIRGINIA GAS COMPANY, a D e l a w a r e  c o r p o r a t i o n  ( " V i r g i n i a  
G a s " ) .  

RECITALS 

WHEREAS, t h e  r e s p e c t i v e  Boards of Directors of NU1 and V i r g i n i a  G a s  h a v e  
d e t e r m i n e d  t h a t  i t  i s  i n  t h e  best i n t e r e s t s  of t h e i r  r e s p e c t i v e  s t o c k h o l d e r s  
t h a t  t h e  b u s i n e s s e s  a n d  o p e r a t i o n s  of NU1 a n d  V i r g i n i a  G a s  be c o m b i n e d ;  a n d  

WHEREAS, t h e  p a r t i e s  h a v e  d e t e r m i n e d  t h a t  t h e  m o s t  p rac t ica l  m a n n e r  t o  g i v e  
e f f e c t  t o  s u c h  c o m b i n a t i o n  i s  t h r o u g h  t h e  m e r g e r  o f  M e r g e r  S u b s i d i a r y  w i t h  a n d  
i n t o  V l r g l n i a  G a s  ( t h e  " M e r g e r " ) ,  w i t h  V i r g i n i a  G a s  to be t h e  s u r v i v i n g  
c o r p o r a t i o n  of s u c h  M e r g e r ;  a n d  

WHEREAS, p u r s u a n t  t o  t h e  Merger, e a c h  o u t s t a n d i n g  s h a r e  o f  V i r g i n i a  Gas 
Common S t o c k  ( a s  h e r e i n a f t e r  d e f i n e d )  w i l l  be c o n v e r t e d  i n t o  s h a r e s  of N U 1  
Common S t o c k  ( a s  h e r e i n a f t e r  d e f i n e d )  i n  a c c o r d a n c e  w i t h  t h e  t e r m s  h e r e o f ;  a n d  

WHEREAS, for F e d e r a l  i n c o m e  t a x  p u r p o s e s ,  i t  i s  i n t e n d e d  t h a t  t h e  
t r a n s a c t i o n s  c o n t e m p l a t e d  by t h i s  A g r e e m e n t  shall c o n s t i t u t e  a r e o r g a n i z a t i o n  
w i t h i n  t h e  m e a n i n g  of S e c t i o n  368 of  t h e  I n t e r n a l  R e v e n u e  C o d e  of  3 9 8 6 ,  a s  
a m e n d e d ,  a n d  t h e  r e g u l a t i o n s  t h e r e u n d e r .  

NOW, THEREFORE, i n  c o n s i d e r a t i o n  of t h e  p r e m i s e s ,  w h i c h  a r e  i n c o r p o r a t e d  
i n t o  a n d  m a d e  p a r t  o f  t h i s  A g r e e m e n t ,  a n d  of t h e  m u t u a l  r e p r e s e n t a t i o n s ,  
w a r r a n t i e s ,  c o v e n a n t s ,  a g r e e m e n t s  a n d  c o n d i t i o n s  s e t  f o r t h  h e r e i n  a n d  €or 
o t h e r  g o o d  a n d  v a l u a b l e  c o n s i d e r a t i o n ,  t h e  receipt a n d  s u f f i c i e n c y  of w h i c h  
are h e r e b y  a c k n o w l e d g e d ,  t h e  p a r t i e s  hereby a g r e e  a s  follows: 

ARTICLE I 

DEFINITIONS 

S e c t i o n  1.1. A g r e e m e n t .  " A g r e e m e n t "  s h a l l  m e a n  t h i s  A g r e e m e n t  a n d  P l a n  o f  
R e o r g a n i z a t i o n ,  t o g e t h e r  w i t h  t h e  C e r t i f i c a t e  o f  Merger a n d  o t h e r  E x h i b i t s  
a t t a c h e d  h e r e t o ,  a s  a m e n d e d  from t i m e  t o  t i m e  i n  a c c o r d a n c e  w i t h  t h e  terms 
h e r e o f .  

S e c t i o n  1 . 2 .  A v e r a g e  NU1 P r i c e .  " A v e r a g e  NU1 P r i c e "  s h a l l  h a v e  t h e  m e a n i n g  
g i v e n  i n  S e c t i o n  2 . 1  h e r e o f .  

S e c t i o n  1.3.  A v e r a g i n g  P e r i o d .  " A v e r a g i n g  P e r i o d "  s h a l l  h a v e  t h e  m e a n i n g  
g i v e n  i n  S e c t i o n  2 . 1  hereof. 

S e c t i o n  1 . 4 ,  B e r e n s o n .  " B e r e n s o n "  s h a l l  m e a n  B e r e n s o n  M i n e l l a  & Ca , 
f i n a n c i a l  a d v i s o r s  t o  N U I .  

Section 1 . 5 .  C e r t i f i c a t e  o f  M e r g e r .  " C e r t i f i c a t e  of  Merger" s h a l l  m e a n  t h e  
C e r t i f i c a t e  o f  Merger of M e r g e r  S u b s i d i a r y  w i t h  a n d  into V i r g i n i a  G a s ,  i n  
s u b s t a n t i a l l y  t h e  form a t t a c h e d  h e r e t o  a s  E x h i b i t  1 . 5 .  

S e c t i o n  1 . 6 .  C e r t i f i c a t e s .  " C e r t i f i c a t e s "  shall h a v e  the m e a n i n g  g i v e n  i n  
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Section 2.2 hereof. 
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Section 1.7. C I B C .  "CIBC" means C I B C  Oppenheimer, financial advisors to 
Virginia Gas. 

A- 1 

Section 1 . 8 .  Closing; Closing Date. " C l o s i n g "  shall mean the closing 
conference held pursuant to Section 3 . 2  hereof, and "Closing Date" shall mean 
the date on which the Closing occurs. 

Section 1.9. Code. "Code" shall mean the Internal Revenue Code o f  1986, as 
amended. 

Section 1-10. Confidentiality Agreement. "Confidentiality Agreement" shall 
mean the letter agreement, dated February 1, 2000, between Virginia G a s  and 
NU1 . 

Section 1.11. Contract. "Contract" shall mean any contract, agreement, 
lease, license, arrangement, understanding, relationship and commitment, 
whether written or oral (collectively, "Contracts") . 

Section 1.12. Conversion Ratio. "Conversion Ratio" shall have the meaning 
given in Section 2.1 hereof .  

Section 1.13. Determination Date. "Determination Date" shall have the 
meaning given in Section 2.1 hereof. 

Section 1.14. DGCL. "DGCL" s h a l l  mean the Delaware General Corporation Law, 
a5 amended. 

Section 1.15. Easement. "Easement" shall mean any easement, right-of-way, 
permit, servitude, license, leasehold estate and similar rights relating to 
real  property. 

Section 1.16. Effective Time. "Effective Time" shall have the meaning given 
in Section 3.1 hereof. 

Section 1.17. Environmental Laws. "Environmental Laws" shall have the 
meaning given in Section 5.16 hereof. 

Section 1.18. ERISA. "ERISA" shall mean the Employee Retirement Income 
Security Act of 1974, as amended. 

Section 1.19. Exchange Act. "Exchange Act" s h a l l  mean the Securities 
Exchange Act of 1934, as amended. 

Section 1.20. Exchange Agent. "Exchange Agent" shall mean the exchange 
agent for the Virginia Gas Common Stock pursuant to the Merger, as may be 
reasonably appointed by NUI. 

Section 1.21. FERC. "FERC" shall mean the Federal Energy Regulatory 
Commission. 

Section 1.22. Funded Debt. "Funded Debt" shall. have the meaning given in 
Section 6.1 hereof. 

Section 1.23. GAAP. "GAAP" shall mean generally accepted accounting 
principles as in effect in the United States of America at the time of the 
preparation of  the subject financial statement. 

Section 1.24. Governmental Authority. "Governmental Authority** shall mean 
any federal, state, provincial, municipal or other governmental department, 
commission, board, bureau, agency or instrumentality, or any court, in each 
case whether of the United States, any of its possessions or territories, or 
of any foreign nation. 

Section 1.25. Hazardous Materials. "Hazardous Materials" shall have the 
meaning given in Section 5.16 hereof. 

Section 1.26. HSR Act. "HSR A c t "  shall mean the Hart-Scott-Rodino Antitrust 
Improvements Act of 1976, as amended. 

Section 1.27. IRS. "IRS" shall mean the Internal Revenue Service. 

A- 2 
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S e c t i o n  1 . 2 8 .  J o i n t  P r o x y  S t a t e m e n t / P r o s p e c t u s .  " J o i n t  P r o x y  
S t a t e m e n t / P r o s p e c t u s "  s h a l l  m e a n  t h e  P r o x y  S t a t e m e n t / P r o s p e c t u s  of N U 1  a n d  
V i r g i n i a  Gas i n c l u d e d  i n  t h e  R e g i s t r a t i o n  S t a t e m e n t  a n d  d i s t r i b u t e d  t o  t h e  
s t o c k h o l d e r s  o f  V i r g i n i a  G a s  i n  c o n n e c t i o n  w i t h  t h e  S p e c i a l  M e e t i n g .  

S e c t i o n  1 . 2 9 .  K n o w l e d g e  o f  NUI. " K n o w l e d g e  of N U I "  s h a l l  m e a n  t h e  a c t u a l  
k n o w l e d g e ,  a f t e r  d u e  i n q u i r y ,  of t h o s e  o f f i c e r s  of N U 1  i d e n t i f i e d  o n  E x h i b i t  
1 . 2 9  a t t a c h e d  h e r e t o .  

S e c t i o n  1 - 3 0 .  K n o w l e d g e  of V i r g i n i a  G a s .  " K n o w l e d g e  o f  V i r g i n i a  G a s "  s h a l l  
m e a n  t h e  a c t u a l  k n o w l e d g e ,  a f t e r  d u e  i n q u i r y ,  of t h o s e  o f f i c e r s  of V i r g i n i a  G a s  
i d e n t i f i e d  o n  E x h i b i t  1 . 3 0  a t t a c h e d  h e r e t o .  

S e c t i o n  1 .31.  Law. "Law" s h a l l  m e a n  a n y  f e d e r a l ,  s t a t e ,  p r o v i n c i a l ,  local  o r  
o t h e r  l a w  o r  g o v e r n m e n t a l  r e q u i r e m e n t  of a n y  k i n d ,  a n d  t h e  r u l e s ,  r e g u l a t i o n s  
and o r d e r s  p r o m u l g a t e d  t h e r e u n d e r .  

S e c t i o n  1 . 3 2 .  Ma te r i a l  A d v e r s e  E f f e c t .  "Mater ia l  A d v e r s e  E f f e c t "  s h a l l  m e a n ,  
w i t h  respect t o  a n y  e n t i t y  o r  g r o u p  o f  e n t i t i e s ,  a m a t e r i a l  a d v e r s e  e f f e c t  ( o r  
any d e v e l o p m e n t  w h i c h ,  i n s o f a r  a s  r e a s o n a b l y  c a n  be f o r e s e e n ,  1s r e a s o n a b l y  
l i k e l y  t o  h a v e  a m a t e r i a l  adverse e f f e c t ) ,  on t h e  b u s i n e s s ,  assets, f i n a n c i a l  
o r  o t h e r  c o n d i t i o n ,  r e s u l t s  of o p e r a t i o n s  o r  prospects  of s u c h  e n t i t y  o r  g r o u p  
of e n t i t i e s  t a k e n  a s  a w h o l e .  

S e c t i o n  1 .33.  Merger. "Merger" s h a l l  h a v e  t h e  m e a n i n g  g i v e n  i n  S e c t i o n  2 . 1  
h e r e o f .  

S e c t i o n  1 . 3 4 .  M e r g e r  S u b s i d i a r y .  " M e r g e r  S u b s i d i a r y "  s h a l l  m e a n  VGC 
A c q u i s i t i o n ,  I n c . ,  a D e l a w a r e  c o r p o r a t i o n  a n d  w h o l l y - o w n e d  s u b s i d i a r y  o f  N U I .  

S e c t l o n  1 . 3 5 .  Nasdaq. "Nasdaq" s h a l l  m e a n  T h e  Nasdaq S m a l l C a p  M a r k e t .  

S e c t i o n  1 . 3 6 .  NUI. "NUI" s h a l l  m e a n  N U 1  C o r p o r a t i o n ,  a N e w  J e r sey  
c o r p o r a t i o n .  

S e c t i o n  1 . 3 7 .  NU1 B e n e f i t  P l a n s .  "NU1 B e n e f i t  P l a n s "  s h a l l  h a v e  t h e  m e a n i n g  
g i v e n  i n  S e c t i o n  4 . 9  h e r e o f .  

S e c t i o n  1 .38 .  N U 1  Common Stock. " N U 1  Common S t o c k "  s h a l l  m e a n  t h e  common 
s t o c k ,  n o  pa r  v a l u e ,  of N U I .  

S e c t i o n  1 . 3 9 .  N U 1  C o m p a n i e s .  " N U 1  C o m p a n i e s "  s h a l l  m e a n  Nul, i t s  
S u b s i d i a r i e s  a n d  t h e  P a r t n e r s h i p s  i n  w h i c h  i t  h a s  a n  i n t e r e s t .  

S e c t i o n  1 . 4 0 .  N U 1  ERISA P l a n .  " N U 1  ERISA P l a n "  s h a l l  h a v e  t h e  m e a n i n g  g i v e n  
i n  S e c t i o n  4 . 9  h e r e o f .  

S e c t i o n  1 . 4 1 .  N U 1  R e q u i r e d  C o n s e n t s .  "NU1 R e q u i r e d  C o n s e n t s "  s h a l l  h a v e  t h e  
m e a n i n g  g i v e n  i n  S e c t i o n  4 . 4  h e r e o f .  

S e c t i o n  1 . 4 2 .  NU1 SEC Repor t s .  "NU1 SEC Repor ts"  s h a l l  m e a n  ( a )  N U I ' s  A n n u a l  
R e p o r t s  o n  F o r m  1 0 - K  f o r  t h e  f i s c a l  years  e n d e d  S e p t e m b e r  30, 1 9 9 9 ,  S e p t e m b e r  
30, 1998,  a n d  S e p t e m b e r  30, 1997,  and ( b )  all d o c u m e n t s  f i l e d  by NU1 w i t h  t h e  
SEC p u r s u a n t  t o  S e c t i o n s  13(a) and 13(c) o f  t h e  E x c h a n g e  A c t ,  a n y  d e f i n i t i v e  
p r o x y  s t a t e m e n t s  f i l e d  p u r s u a n t  t o  S e c t i o n  1 4  o f  t h e  E x c h a n g e  A c t  a n d  a n y  
r e p o r t  f i l e d  p u r s u a n t  t o  S e c t i o n  15(d) o f  t h e  E x c h a n g e  A c t  f o l l o w i n g  t h e  f i l i n g  
of N u l ' s  A n n u a l  Report o n  Form 1 0 - K  f o r  t h e  f i s c a l  year  e n d e d  S e p t e m b e r  30,  
1 9 9 9 .  

S e c t i o n  1 . 4 3 .  N Y S E .  "NYSE" s h a l l  m e a n  The  New Y o r k  S t o c k  E x c h a n g e ,  I n c .  

S e c t i o n  1 . 4 4 .  O t h e r  V i r g i n i a  G a s  I n t e r e s t e d  P e r s o n .  " O t h e r  V i r g i n i a  G a s  
I n t e r e s t e d  P e r s o n ' '  s h a l l  mean  ( a )  a n y  h o l d e r  o f  5% or more o f  t h e  v o t i n g  
s e c u r i t i e s  o f  V i r g i n i a  G a s ,  ( b )  a n y  d i r e c t o r ,  o f f l c e r  o r  e m p l o y e e  of a n y  of  t h e  
V i r g i n i a  G a s  C o m p a n i e s ,  (c) a n y  p e r s o n ,  f i r m  o r  c o r p o r a t i o n  t h a t  d i r ec t ly  o r  
i n d i r e c t  1 y 

A- 3 

c o n t r o l s ,  i s  c o n t r o l l e d  by o r  i s  u n d e r  common c o n t r o l .  w i t h  a n y  of  t h e  V i r g i n i a  
Gas C o m p a n i e s  or ( d )  a n y  m e m b e r  of t h e  i m m e d i a t e  f a m i l y  of a n y  of s u c h  p e r s o n s  
( c o l l e c t i v e l y ,  " O t h e r  V i r g i n i a  G a s  I n t e r e s t e d  P e r s o n s " )  , For purposes  o f  t h i s  
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A g r e e m e n t ,  t h e  p h r a s e  "immediate f a m i l y "  s h a l l  be t h e  s a m e  as t h e  d e f i n i t i o n  
f o u n d  i n  R u l e  l 6 a - l ( e )  o f  t h e  S e c u r i t i e s  E x c h a n g e  A c t  of 1934.  A l l  of  t h e  O t h e r  
V i r g i n i a  G a s  I n t e r e s t e d  P e r s o n s ,  w i t h  t h e  e x c e p t i o n  o f  e m p l o y e e s  of a n y  
V i r g i n i a  G a s  Company who do n o t  o t h e r w i s e  f a l l  w i t h i n  t h e  d e f i n i t i o n  t h e r e o f ,  
a re  l i s t e d  o n  E x h i b i t  1 . 4 4  a t t a c h e d  h e r e t o .  

S e c t i o n  1 . 4 5 .  O u t  o f  P o c k e t  E x p e n s e s .  "Out  o f  P o c k e t  E x p e n s e s "  s h a l l  h a v e  
t h e  m e a n i n g  g i v e n  i n  S e c t i o n  8 . 3  h e r e o f .  

S e c t i o n  1 . 4 6 .  P a r t n e r s h i p ;  P a r t n e r s h i p s .  " P a r t n e r s h i p "  s h a l l  m e a n  ( a )  a n y  
l i m i t e d  o r  g e n e r a l  p a r t n e r s h i p ,  j o i n t  v e n t u r e  or o t h e r  b u s i n e s s  a s s o c i a t i o n ,  
o t h e r  t h a n  a S u b s i d i a r y ,  i n  w h i c h  a n y  p a r t y  h a s  a d i r e c t  or  i n d i r e c t  i n t e r e s t  
a n d  {b) e a c h  o t h e r  s u c h  e n t i t y  w i t h  respect t o  w h i c h  a p a r t y  h a s  a n y  o b l i g a t i o n  
or m a d e  a n y  c o m m i t m e n t  t o  a c q u i r e  a n y  s u c h  i n t e r e s t  described i n  c l a u s e  ( a )  
( c o l l e c t i v e l y  , " P a r t n e r s h i p s "  ) . 

S e c t i o n  1 . 4 7 .  P e r m i t s .  " P e r m i t s "  s h a l l  m e a n  p e r m i t s ,  l i c e n s e s  a n d  
g o v e r n m e n t a l  a u t h o r i z a t i o n s ,  r e g i s t r a t i o n s  a n d  a p p r o v a l s .  

S e c t i o n  1 . 4 8 .  P e t r o l e u m  a n d  N a t u r a l  G a s  P r o d u c t s .  " P e t r o l e u m  a n d  N a t u r a l  G a s  
P r o d u c t s "  s h a l l .  h a v e  t h e  m e a n i n g  g i v e n  i n  S e c t i o n  5 .16  h e r e o f .  

S e c t i o n  1 . 4 9 .  PUHCA. "PUHCA" s h a l l  m e a n  t h e  P u b l i c  U t i l i t y  H o l d i n g  Company 
A c t  o f  1935, a s  a m e n d e d .  

S e c t i o n  1.50.  R e g i s t r a t i o n  S t a t e m e n t .  " R e g i s t r a t i o n  S t a t e m e n t "  s h a l l  m e a n  
t h e  R e g i s t r a t i o n  S t a t e m e n t  o n  Form 5-4, i n c l u d i n g  t h e  Joint P r o x y  
S t a t e m e n t / P r o s p e c t u s  c o n t a i n e d  t h e r e i n ,  t o  be f i l e d  by N U 1  w i t h  t h e  SEC w i t h  
respect t o  t h e  NU1 Common S t o c k  t o  be o f f e r e d  t o  t h e  h o l d e r s  of V i r g i n i a  G a s  
Common S t o c k  i n  t h e  M e L g e r .  

S e c t i o n  1 .51.  SEC. "SEC" s h a l l  m e a n  t h e  S e c u r i t i e s  a n d  E x c h a n g e  C o m m i s s i o n  

S e c t i o n  1 . 5 2 .  S e c u r i t i e s  A c t .  " S e c u r i t i e s  A c t "  s h a l l  m e a n  t h e  S e c u r i t i e s  A c t  
of 1933, a s  a m e n d e d .  

S e c t i o n  1 . 5 3 .  S p e c i a l  M e e t i n g .  " S p e c i a l  M e e t i n g "  shall m e a n  t h e  a n n u a l  o r  
special  m e e t i n g  o f  s t o c k h o l d e r s  of V i r g i n i a  G a s  r e f e r r e d  t o  i n  S e c t i o n  3.1 
h e r e o f  a t  w h i c h  s u c h  s t o c k h o l d e r s  s h a l l  be a s k e d  t o  c o n s i d e r  a n d  adopt t h i s  
a g r e e m e n t  a n d  t h e  t r a n s a c t i o n s  c o n t e m p l a t e d  h e r e i n ,  a n d  a n y  a d j o u r n m e n t s  
t h e r e o f .  

S e c t i o n  1 . 5 4 .  S u b s i d i a r y ;  S u b s i d i a r i e s .  " S u b s i d i a r y "  s h a l l  m e a n  ( a )  e a c h  
c o r p o r a t e  e n t i t y  w i t h  respect t o  w h i c h  a p a r t y  h a s  t h e  r i g h t  t o  v o t e  ( d i r e c t l y  
o r  i n d i r e c t l y  t h r o u g h  o n e  o r  m o r e  o t h e r  e n t i t i e s  o r  o t h e r w i s e )  s h a r e s  
r e p r e s e n t i n g  50% or  m o r e  of t h e  v o t e s  e l i g i b l e  t o  be cast i n  t h e  e l e c t i o n  of 
d i r e c t o r s  o f  s u c h  e n t i t y ,  ( b ]  e a c h  o t h e r  corporate e n t i t y  t h a t  c o n s t i t u t e s  a 
" s i g n i f i c a n t  s u b s i d i a r y ,  a s  d e f i n e d  i n  R u l e  1-02 of  R e g u l a t i o n  S-X adopted 
u n d e r  t h e  E x c h a n g e  A c t  a n d  ( c )  e a c h  o t h e r  corporate  e n t i t y  w i t h  respect t o  
w h i c h  a p a r t y  h a s  a n y  o b l i g a t i o n  o r  made a n y  c o m m i t m e n t  t o  a c q u i r e  a n y  s u c h  
e n t i t y  d e s c r i b e d  i n  c l a u s e s  ( a )  a n d  [b) ( c o l l e c t i v e l y ,  " S u b s i d i a r i e s " )  . 

S e c t i o n  1 .55 .  S u p e r i o r  P r o p o s a l .  " S u p e r i o r  Proposal" s h a l l  h a v e  t h e  m e a n i n g  
g i v e n  i n  S e c t i o n  6 . 2  h e r e o f .  

S e c t i o n  1 . 5 6 .  T a x  R e t u r n s .  "Tax  R e t u r n s "  s h a l l  m e a n  a n y  repor t ,  r e t u r n ,  
i n f o r m a t i o n  s t a t e m e n t ,  payee s t a t e m e n t  o r  o t h e r  i n f o r m a t i o n  r e q u i r e d  t o  be 
p r o v i d e d  t o  a n y  f e d e r a l ,  s t a t e ,  l o c a l  or f o r e i g n  G o v e r n m e n t a l  A u t h o r i t y ,  o r  
o t h e r w i s e  r e t a i n e d ,  w i t h  respect t o  T a x e s ,  t h e  N U 1  B e n e f i t  P l a n s  ( a s  d e f i n e d  i n  
S e c t i o n  4 . 9  h e r e o f )  or t h e  V i r g i n i a  G a s  B e n e f i t  P l a n s  ( a s  d e f i n e d  i n  S e c t i o n  
5 . 1 2  h e r e o f ) .  

S e c t i o n  1 . 5 7 .  Taxes. " T a x e s "  s h a l l  m e a n  a n y  a n d  a l l  t a x e s ,  l e v i e s ,  imposts ,  
d u t i e s ,  a s s e s s m e n t s ,  c h a r g e s  a n d  w i t h h o l d i n g s  imposed o r  required t o  be 
c o l l e c t e d  by o r  paid o v e r  t o  a n y  federa l ,  s t a t e ,  loca l  o r  

A- 4 

f o r e i g n  G o v e r n m e n t a l  A u t h o r i t y  o r  a n y  p o l i t i c a l  s u b d i v i s i o n  t h e r e o f  o f  a n y  k i n d  
w h a t s o e v e r ,  a n d  i n c l u d i n g  a n y  i n t e r e s t ,  p e n a l t i e s ,  f i n e s ,  a s s e s s m e n t s  o r  
a d d i t i o n s  imposed i n  respect  o f  t h e  f o r e g o i n g  o r  i n  respect of a n y  f a i l u r e  t o  
c o m p l y  w i t h  a n y  r e q u i r e m e n t  r e g a r d i n g  Tax R e t u r n s .  

S e c t i o n  1 .58.  V i r g i n i a  G a s .  " V i r g i n i a  G a s "  s h a l l  m e a n  V i r g i n i a  G a s  Company,  
a D e l a w a r e  c o r p o r a t i o n .  
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S e c t i o n  1 . 5 9 .  V i r g i n i a  G a s  A f f i l i a t e .  " V i r g i n i a  G a s  A f f i l i a t e "  s h a l l  m e a n  a 
c o r p o r a t e  e n t i t y  €or w h i c h  V i r g i n i a  G a s  h a s  f i f t y  (50%)  p e r c e n t  o w n e r s h i p  w i t h  
t h e  r e m a i n i n g  f i f t y  ( 5 0 % )  p e r c e n t  b e i n g  o w n e d  by a p r i v a t e  i n v e s t o r  
( c o l l e c t i v e l y ,  " V i r g i n i a  G a s  A f f i l i a t e s " )  . A l l  o f  t h e  V i r g i n i a  G a s  A f f i l i a t e s  
are l l s t e d  o n  E x h i b i t  1 . 5 9  a t t a c h e d  h e r e t o .  

S e c t i o n  1-60. V i r g i n i a  G a s  Common S t o c k .  " V i r g i n i a  G a s  Common S t o c k "  s h a l l  
mean  t h e  common s t o c k ,  par v a l u e  $.I301 per s h a r e ,  of V i r g i n i a  G a s .  

S e c t i o n  1 . 6 1 .  V i r g i n i a  G a s  C o m p a n i e s .  " V i r g i n i a  Gas C o m p a n i e s "  s h a l l  mean  
V i r g i n i a  Gas, t h e  V i r g i n i a  G a s  S u b s i d i a r i e s  a n d  t h e  V i r g i n i a  G a s  P a r t n e r s h i p s .  

S e c t i o n  1 . 6 2 .  V i r g i n i a  G a s  P a r t n e r s h i p s .  " V i r g i n i a  G a s  P a r t n e r s h i p s "  s h a l l  
mean a P a r t n e r s h i p  i n  w h i c h  a n y  V i r g i n i a  Gas Company h a s  a n  i n t e r e s t .  A l l  o f  
t h e  V i r g i n i a  Gas P a r t n e r s h i p s  a re  l i s t e d  on  E x h i b i t  1 - 6 2  a t t a c h e d  h e r e t o .  

S e c t i o n  1.63. V i r g i n i a  G a s  R e q u i r e d  C o n s e n t s ,  " V i r g i n i a  Gas R e q u i r e d  
C o n s e n t s "  s h a l l  h a v e  t h e  m e a n i n g  g i v e n  i n  S e c t i o n  5 . 4  h e r e o f .  

S e c t i o n  1 . 6 4 .  V i r g i n i a  G a s  SEC R e p o r t s .  " V i r g i n i a  G a s  SEC Reports" s h a l l  
mean  ( a )  V i r g i n i a  G a s '  A n n u a l  Reports o n  Form 10-KSB f o r  t h e  f i s c a l  years  e n d e d  
D e c e m b e r  3 1 ,  1 9 9 9 ,  D e c e m b e r  31, 1999, a n d  December 31, 1 9 9 7 ,  a n d  (b) a l l  
d o c u m e n t s  f i l e d  by V i r g i n i a  G a s  w i t h  t h e  SEC p u r s u a n t  t o  S e c t i o n s  1 3 ( a )  a n d  
13(c) o f  t h e  E x c h a n g e  A c t ,  a n y  d e f i n i t i v e  p r o x y  s t a t e m e n t s  f i l e d  p u r s u a n t  t o  
S e c t i o n  1 4  o f  t h e  E x c h a n g e  A c t  a n d  a n y  report f i l e d  p u r s u a n t  t o  S e c t i o n  1 5 ( d )  
o f  t h e  E x c h a n g e  A c t  f o l l o w i n g  t h e  f i l i n g  of V i r g i n i a  G a s '  A n n u a l  R e p o r t  o n  Form 
10-KSB for t h e  f i s c a l  year e n d e d  D e c e m b e r  31, 1 9 9 9 .  

S e c t i o n  1 . 6 5 .  V i r g i n i a  G a s  S u b s i d i a r y .  " V i r g i n i a  G a s  S u b s i d i a r y "  m e a n s  a 
S u b s i d i a r y  owned  by V i r g i n i a  G a s  ( c o l l e c t i v e l y ,  " V i r g i n i a  G a s  S u b s i d i a r i e s " ) .  
A l l  of t h e  V i r g i n i a  G a s  S u b s i d i a r i e s  a r e  l i s t e d  o n  E x h i b i t  1 . 6 5  a t t a c h e d  
h e r e t o .  

S e c t i o n  1.66. VSCC. "VSCC" shall m e a n  t h e  V i r g i n i a  S t a t e  C o r p o r a t i o n  
Cammi ssi o n .  

S e c t i o n  1 . 6 7 .  W a r r a n t s ;  W a r r a n t  A g r e e m e n t .  " W a r r a n t s "  s h a l l  m e a n  t h o s e  
w a r r a n t s  t o  p u r c h a s e  s h a r e s  o f  V i r g i n i a  G a s  Common S t o c k  l i s t e d  on E x h i b i t  5 . 2  
a t t a c h e d  h e r e t o ,  w h i c h  W a r r a n t s  were i s s u e d  p u r s u a n t  t o  t h e  W a r r a n t  A g r e e m e n t s ,  
dated O c t o b e r :  4 ,  1996,  a s  p r e v i o u s l y  p r o v i d e d  by V i r g i n i a  G a s  t o  N U 1  ( t h e  
" W a r r a n t  A g r e e m e n t " )  . 

ARTICLE I T  

THE MERGER 

S e c t i o n  2 . 1 .  T h e  Merger. 

( a )  N U 1  h a s  f o r m e d  Merger S u b s i d i a r y  a s  a w h o l l y - o w n e d  s u b s i d i a r y  u n d e r  
t h e  l a w s  of t h e  S t a t e  of D e l a w a r e .  S u b j e c t  t o  t h e  t e r m s  and  c o n d i t i o n s  o f  
t h i s  A g r e e m e n t ,  N U I ,  a s  t h e  sole s t o c k h o l d e r  of M e r g e r  S u b s i d i a r y ,  w i l l  
a p p r o v e  t h e  e x e c u t i o n ,  d e l i v e r y  and  p e r f o r m a n c e  o f  t h i s  A g r e e m e n t  by Merger 
S u b s i d i a r y  I 

(b) S u b j e c t  t o  t h e  t e r m s  a n d  c o n d i t i o n s  of t h i s  A g r e e m e n t ,  a t  t h e  
E f f e c t i v e  T i m e ,  M e r g e r  S u b s i d i a r y  s h a l l  be m e r g e d  w i t h  a n d  i n t o  V i r g i n i a  
G a s  i n  a c c o r d a n c e  w i t h  t h e  p r o v i s i o n s  of, a n d  w i t h  t h e  e f f ec t s  

A- 5 

p r o v i d e d  i n ,  S u b c h a p t e r  I X  o f  t h e  DGCL ( t h e  " M e r g e r " ) .  V i r g i n i a  G a s  s h a l l  
be t h e  s u r v i v i n g  c o r p o r a t i o n  r e s u l t i n g  f r o m  t h e  Merger a n d ,  as a r e s u l t ,  
s h a l l  become a w h o l l y - o w n e d  s u b s i d i a r y  o f  N U 1  a n d  s h a l l  c o n t i n u e  t o  be 
g o v e r n e d  by t h e  l a w s  o f  t h e  S t a t e  o f  D e l a w a r e .  

( c )  P u r s u a n t  t o  t h e  M e r g e r ,  e a c h  s h a r e  o f  V i r g i n i a  Gas Common S t o c k  
o u t s t a n d i n q  i m m e d i a t e l y  p r i o r  t o  t h e  E f f e c t i v e  T i m e  ( o t h e r  t h a n  shares of 
V i r g i n i a  G a s  Common S t o c k  h e l d  by N U I ,  i f  any, w h i c h  s h a r e s  s h a l l  be 
c a n c e l e d  i n  t h e  Merger) s h a l l  be c o n v e r t e d  i n t o  and b e c o m e  t h a t  n u m b e r  of 
s h a r e s  of N U 1  Common S t o c k  e q u a l  t o  t h e  r a t i o  ( r o u n d e d  t o  f o u r  d e c i m a l  
p o i n t s )  ( t h e  " C o n v e r s i o n  R a t i o " )  d e t e r m i n e d  by d i v i d i n g  $ 4 . 0 0  by t h e  
a v e r a g e  per  s h a r e  l a s t  s a l e s  pr ice ,  r e g u l a r  way ( r o u n d e d  t o  four d e c i m a l  
p o i n t s )  ( t h e  " A v e r a g e  NU1 P r i c e " ) ,  o f  N U 1  Common S t o c k  a s  reported on t h e  
NYSE composite t r a n s a c t i o n s  r e p o r t i n g  s y s t e m  ( a s  reported i n  t h e  New Y o r k  
C i t y  e d i t i o n  of T h e  W a l l  Street J o u r n a l  o r ,  i f  n o t  r epo r t ed  t h e r e b y ,  
a n o t h e r  a u t h o r i t a t i v e  s o u r c e )  for t h e  t w e n t y  ( 2 0 )  c o n s e c u t i v e  t r a d i n g  days 
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( t h e  " A v e r a g i n g  P e r i o d " )  e n d i n g  o n  ( a n d  i n c l u d i n g )  t h e  s e v e n t h  t r a d i n g  d a y  
( t h e  " D e t e r m i n a t i o n  Date") p r i o r  to t h e  C l o s i n g  D a t e .  

( d )  N o  f r a c t i o n  of a s h a r e  of N U 1  Common S t o c k  s h a l l  be i s s u e d  i n  
c o n n e c t i o n  w i t h  t h e  c o n v e r s i o n  o f  V i r g i n i a  Gas Common S t o c k  i n  t h e  M e r g e r  
a n d  t h e  d i s t r i b u t i o n  o f  NU1 Common S t o c k  i n  respect t h e r e o f  b u t ,  i n  l i e u  o f  
s u c h  f r a c t i o n ,  t h e  E x c h a n g e  A g e n t  s h a l l  m a k e  a c a s h  p a y m e n t  ( w i t h o u t  
i n t e r e s t )  e q u a l  t o  t h e  same f r a c t i o n  o f  t h e  m a r k e t  v a l u e  o f  a f u l l  s h a r e  of 
NU1 Common S t o c k ,  c o m p u t e d  o n  t h e  bas i s  o f  t h e  mean o f  t h e  h i g h  a n d  l o w  
sa les  prices of N U 1  Common S t o c k  as reported o n  t h e  NYSE c o m p o s i t e  t a p e  € o r  
t h e  f i r s t  f u l l  day o n  w h i c h  t h e  N U 1  Common S t o c k  i s  t raded o n  t h e  NYSE 
a f t e r  t h e  E f f e c t i v e  T i m e .  

S e c t i o n  2 . 2 .  E x c h a n g e  o f  C e r t i f i c a t e s .  

( a )  P r i o r  t o  t h e  E f f e c t i v e  T i m e ,  N U 1  s h a l l  a p p o i n t  t h e  E x c h a n g e  A g e n t  t o  
act  a s  t h e  e x c h a n g e  a g e n t  i n  c o n n e c t i o n  w i t h  t h e  M e r g e r .  I m m e d i a t e l y  p r i o r  
t o  t h e  E f f e c t i v e  T i m e ,  NU1 w i l l  d e l i v e r  t o  t h e  E x c h a n g e  A g e n t ,  i n  t r u s t  f o r  
t h e  b e n e f i t  of t h e  h o l d e r s  of  V i r g i n i a  Gas Common S t o c k ,  s h a r e s  o f  NU1 
Common S t o c k  ( t o g e t h e r  w i t h  c a s h  i n  i m m e d i a t e l y  a v a i l a b l e  f u n d s  i n  a n  
a m o u n t  s u f f i c i e n t  t o  pay c a s h  i n  l i e u  o f  f r a c t i o n a l  s h a r e s ,  a s  p r o v i d e d  i n  
S e c t i o n  2 . 1  h e r e o f )  necessary t o  m a k e  t h e  e x c h a n g e s  c o n t e m p l a t e d  by S e c t i o n  
2 . 1  h e r e o f  o n  a t i m e l y  b a s i s .  To t h e  e x t e n t  t h a t  t h e  e s t ima ted  a m o u n t  
p r o v i d e d  for t h e  p a y m e n t  of c a s h  i n  l i e u  o f  f r a c t i o n a l  s h a r e s  i s  d e t e r m i n e d  
a f t e r  t h e  E f f e c t i v e  T i m e  t o  be less  t h a n  t h e  t o t a l  a m o u n t  d i s t r i b u t a b l e  f o r  
s u c h  p u r p o s e ,  NU1 w i l l  p r o m p t l y  u p o n  n o t i c e  o f  t h e  same f rom t h e  Exchange 
A q e n t  d e l i v e r  t h e  a d d i t i o n a l  a m o u n t  n e e d e d  t o  t h e  E x c h a n g e  A g e n t .  

( b )  F r o m  and a f t e r  t h e  E f f e c t i v e  T i m e ,  e a c h  h o l d e r  o f  a c e r t i f i c a t e  
w h i c h  i m m e d i a t e l y  p r i o r  t o  t h e  E f f e c t i v e  T i m e  r e p r e s e n t e d  o u t s t a n d i n g  
s h a r e s  o f  V i r g i n i a  G a s  Common Stock ( t h e  " C e r t i f i c a t e s " )  s h a l l  be e n t i t l e d  
t o  r e c e i v e  i n  e x c h a n g e  t h e r e f o r ,  u p o n  s u r r e n d e r  t h e r e o f  t o  t h e  E x c h a n g e  
A g e n t ,  a c e r t i f i c a t e  o r  c e r t i f i c a t e s  r e p r e s e n t i n g  t h e  n u m b e r  of w h o l e  
s h a r e s  o f  NU1 Common S t o c k  i n t o  w h i c h  s u c h  h o l d e r ' s  s h a r e s  w e r e  c o n v e r t e d  
i n  t h e  Merger ( t o g e t h e r  w i t h  c a s h  i n  l i e u  o f  f r a c t i o n a l  s h a r e s ) .  P r o m p t l y  
a f t e r  t h e  E f f e c t i v e  Time, t h e  E x c h a n g e  A g e n t  s h a l l  m a i l  t o  e a c h  record 
h o l d e r  of V l r g i n i a  G a s  Common S t o c k  a s  of t h e  E f f e c t i v e  T i m e ,  a l e t t e r  o f  
t r a n s m i t t a l  ( w h i c h  s h a l l  s p e c i f y  t h a t  d e l i v e r y  s h a l l  be e f f e c t e d ,  a n d  r i s k  
o f  l o s s  a n d  t i t l e  t o  C e r t i f i c a t e s  s h a l l  pa s s ,  o n l y  u p o n  p rope r  d e l i v e r y  o f  
t h e  C e r t i f i c a t e s  t o  t h e  E x c h a n g e  A g e n t )  a n d  i n s t r u c t i o n s  f o r  u s e  i n  
e f f e c t i n g  t h e  s u r r e n d e r  o f  C e r t i f i c a t e s  i n  e x c h a n g e  € o r  s h a r e s  of NU1 
Common S t o c k  ( t o g e t h e r  w i t h  c a s h  I n  l i e u  o f  f r a c t i o n a l  s h a r e s ) .  Upon 
s u r r e n d e r  t o  t h e  E x c h a n g e  A g e n t  o f  a C e r t i f i c a t e ,  t o g e t h e r  w i t h  s u c h  l e t t e r  
o f  t r a n s m i t t a l  d u l y  e x e c u t e d ,  a n d  a n y  o t h e r  r e q u i r e d  d o c u m e n t s ,  t h e  h o l d e r  
o f  s u c h  C e r t i f i c a t e  s h a l l  be e n t i t l e d  t o  r e c e i v e  i n  e x c h a n g e  t h e r e f o r  
s h a r e s  o f  N U 1  Common S t o c k  a s  s e t  f o r t h  i n  t h i s  A g r e e m e n t  ( t o g e t h e r  w i t h  
c a s h  i n  l i e u  o f  f r a c t i o n a l  s h a r e s ) ,  a n d  s u c h  C e r t i f i c a t e  s h a l l  f o r t h w i t h  be 
c a n c e l e d .  No h o l d e r  of a C e r t i f i c a t e  o r  C e r t i f i c a t e s  s h a l l  be e n t i t l e d  t o  
r e c e i v e  a n y  d i v i d e n d  or o t h e r  d i s t r i b u t i o n  f r o m  NU1 u n t i l  t h e  s u r r e n d e r  o f  
s u c h  h o l d e r ' s  C e r t i f i c a t e  €or a c e r t i f i c a t e  o r  c e r t i f i c a t e s  r e p r e s e n t i n g  
s h a r e s  o f  NU1 Common S t o c k .  Upon s u c h  s u r r e n d e r ,  t h e r e  s h a l l  be paid t o  t h e  
h o l d e r  t h e  a m o u n t  o f  a n y  d i v i d e n d s  o r  o t h e r  d i s t r i b u t i o n s  ( w i t h o u t  
i n t e r e s t )  w h i c h  t h e r e t o f o r e  b e c a m e  payable ,  b u t  w h i c h  w e r e  n o t  paid by 
r e a s o n  o f  t h e  f o r e g o i n g ,  w i t h  respect t o  t h e  n u m b e r  of w h o l e  s h a r e s  of NU1 
Common S t o c k  r e p r e s e n t e d  by t h e  c e r t i f i c a t e s  i s s u e d  u p o n  s u r r e n d e r .  I f  
d e l i v e r y  o f  N U 1  Common S t o c k  is 

A-6 

t o  be m a d e  t o  a p e r s o n  o t h e r  t h a n  t h e  p e r s o n  i n  w h o s e  name t h e  C e r t i f i c a t e  
s u r r e n d e r e d  i s  reg is te red  o r  i f  a n y  c e r t i f i c a t e  f o r  s h a r e s  of N U 1  Common 
S t o c k  i s  t o  be i s s u e d  i n  a name o t h e r  t h a n  t h a t  i n  w h i c h  t h e  C e r t i f i c a t e  
s u r r e n d e r e d  t h e r e f o r  i s  r e g i s t e r e d ,  i t  s h a l l  be a c o n d i t i o n  of such  
d e l i v e r y  o r  i s s u a n c e  t h a t  t h e  C e r t i f i c a t e  so  s u r r e n d e r e d  s h a l l  be p rope r ly  
e n d o r s e d  o r  o t h e r w i s e  i n  proper f o r m  f o r  t r a n s f e r  a n d  t h a t  t h e  p e r s o n  
r e q u e s t i n g  s u c h  d e l i v e r y  o r  i s s u a n c e  s h a l l  pay a n y  t r a n s f e r  o r  o t h e r  t a x e s  
r e q u i r e d  by r e a s o n  o f  s u c h  d e l i v e r y  or i s s u a n c e  t o  a p e r s o n  o t h e r  t h a n  t h e  
r e g i s t e r e d  h o l d e r  o f  t h e  C e r t i f i c a t e  s u r r e n d e r e d  o r  e s t a b l i s h  t o  t h e  
s a t i s f a c t i o n  o f  NU1 t h a t  s u c h  t a x  h a s  b e e n  p a i d  o r  i s  n o t  appl icable .  U n t i l  
s u r r e n d e r e d  i n  a c c o r d a n c e  w i t h  t h e  p r o v i s i o n s  of t h i s  S e c t i o n  2 . 2 ,  e a c h  
C e r t i f i c a t e  s h a l l ,  a f t e r  t h e  E f f e c t i v e  T i m e ,  r e p r e s e n t  fo r  a l l  purposes 
o n l y  t h e  r i g h t  t o  r e c e i v e  s h a r e s  o f  N U 1  Common S t o c k  (and c a s h  i n  l i e u  of 
f r a c t i o n a l  s h a r e s )  a s  p r o v i d e d  i n  S e c t i o n  2 . 1  h e r e t o ,  w i t h o u t  a n y  i n t e r e s t  
t h e r e o n .  

(c) A f t e r  t h e  E f f e c t i v e  T i m e ,  t h e r e  s h a l l  be no t r a n s f e r s  o n  t h e  s t o c k  
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t r a n s f e r  b o o k s  o f  V i r g i n i a  Gas of  t h e  s h a r e s  o f  V i r g i n i a  G a s  Common Stock 
t h a t  w e r e  o u t s t a n d i n g  i m m e d i a t e l y  p r i o r  t o  t h e  E f f e c t i v e  T i m e .  If, a f t e r  
t h e  E f f e c t i v e  T i m e ,  C e r t i f i c a t e s  are p r e s e n t e d  t o  N U 1  o r  V i r g i n i a  Gas f o r  
t r a n s f e r ,  t h e y  s h a l l  be c a n c e l e d  a n d  e x c h a n g e d  f o r  s h a r e s  o f  NU1 Common 
S t o c k  ( a n d  c a s h  i n  l i e u  of f r a c t i o n a l  s h a r e s )  a s  provided i n  S e c t i o n  2 . 1  
h e r e o f ,  i n  a c c o r d a n c e  w i t h  t h e  p r o c e d u r e s  s e t  f o r t h  i n  t h i s  S e c t i o n  2 . 2 .  

( d )  A n y  s h a r e s  o f  NU1 Common S t o c k  ( a n d  a n y  a c c r u e d  d i v i d e n d s  a n d  
d i s t r i b u t i o n s  t h e r e o n ) ,  a n d  a n y  c a s h  d e l i v e r e d  t o  t h e  E x c h a n g e  A g e n t  for 
p a y m e n t  i n  l i e u  of f r a c t i o n a l  s h a r e s ,  t h a t  r e m a i n  u n c l a i m e d  by t h e  f o r m e r  
s t o c k h o l d e r s  o f  V i r g i n i a  G a s  o n  t h e  f i rs t  a n n i v e r s a r y  o f  t h e  E f f e c t i v e  T i m e  
s h a l l  be d e l i v e r e d  by t h e  E x c h a n g e  A g e n t  t o  NUI. Any f o r m e r  s t o c k h o l d e r s  o f  
V i r g i n i a  G a s  who h a v e  n o t  t h e r e t o f o r e  c o m p l i e d  w i t h  t h i s  S e c t i o n  2 . 2  s h a l l  
t h e r e a f t e r  l o o k  o n l y  t o  NU1 f o r  s a t i s f a c t i o n  o f  t h e i r  c l a i m  for t h e  
c o n s i d e r a t i o n  set f o r t h  i n  t h i s  A g r e e m e n t ,  w i t h o u t  a n y  i n t e r e s t  t h e r e o n .  
N o t w i t h s t a n d i n g  t h e  f o r e g o i n g ,  n e i t h e r  NU1 n o r  M e r g e r  S u b s i d i a r y  s h a l l  be 
l i a b l e  t o  a n y  h o l d e r  o f  s h a r e s  o f  V i r g i n i a  G a s  Common Stock f o r  any s h a r e s  
o f  NU1 Common S t o c k  ( o r  d i v i d e n d s  or d i s t r i b u t i o n s  w i t h  respect t h e r e t o )  
d e l i v e r e d  t o  a p u b l i c  o f f i c i a l  p u r s u a n t  t o  a n y  app l i cab le  a b a n d o n e d  
property,  e s c h e a t  or s i m i l a r  l a w .  

S e c t i o n  2 . 3 .  V i r g i n i a  G a s  S t o c k  O p t i o n s  a n d  W a r r a n t s .  

( a )  Prior t o  t h e  e x e c u t i o n  o f  t h i s  A g r e e m e n t ,  V i r g i n i a  G a s  h a s  p r o v i d e d  
t o  NU1 t r u e  a n d  correct  c o p i e s  o f  a m e n d m e n t s  t o  a l l  s t o c k  o p t i o n  g r a n t  
d o c u m e n t s ,  w h i c h  a m e n d m e n t s  a r e  i n  f u l l  f o r c e  a n d  e f f e c t  i n  a c c o r d a n c e  w i t h  
t h e i r  t e r m s ,  r e l a t i n g  t o  a l l  c u r r e n t l y  o u t s t a n d i n g  o p t i o n s  t o  p u r c h a s e  
s h a r e s  of V i r g i n i a  G a s  Common S t o c k  i s s u e d  p u r s u a n t  t o  t h e  V i r g i n i a  Gas 
Company 1 9 9 8  S t o c k  O p t i o n  P l a n  o r  o t h e r w i s e  ( i n c l u d i n g ,  w i t h o u t  l i m i t a t i o n ,  
a n  o p t i o n  t o  p u r c h a s e  1 0 , 0 0 0  s h a r e s  o f  V i r g i n i a  G a s  Common S t o c k  i s s u e d  t o  
a n  e x e c u t i v e  o f f i c e r  of V i r g i n i a  G a s  p u r s u a n t  t o  a l e t t e r  a g r e e m e n t  dated 
O c t o b e r  30, 1 9 9 7 ) ,  p u r s u a n t  t o  w h i c h :  (1) e a c h  o p t i o n  e x e r c i s a b l e  a t  $ 4 . 1 2 5  
s h a l l ,  u p o n  t h e  o c c u r r e n c e  o f  t h e  E f f e c t i v e  T i m e ,  be t e r m i n a t e d  a n d  
c o n v e r t e d  i n t o  t h e  r i g h t  t o  r e c e i v e  $1.00 i n  c a s h  f r o m  NUI; a n d  ( i i )  a n y  
o t h e r  o u t s t a n d i n g  o p t i o n s  s h a l l  be c a n c e l e d  w i t h o u t  a n y  p a y m e n t  t h e r e f o r .  

(b} A t  t h e  E f f e c t i v e  T i m e ,  t h e  Warrants  s h a l l  r e m a i n  o u t s t a n d i n g  i n  
a c c o r d a n c e  w i t h  t h e  terms of  t h e  W a r r a n t  A g r e e m e n t s .  

S e c t i o n  2 . 4 .  V i r g i n i a  G a s  A c t i o n s .  V i r g i n i a  G a s  h e r e b y  a p p r o v e s  o f  a n d  
c o n s e n t s  t o  t h e  Merger a n d  r e p r e s e n t s  a n d  w a r r a n t s  t h a t  ( a )  V i r g i n i a  G a s '  B o a r d  
of Directors ( a t  a m e e t i n g  d u l y  ca l led  a n d  h e l d )  h a s  ( i )  u n a n i m o u s l y  d e t e r m i n e d  
t h a t  each of t h i s  A g r e e m e n t  a n d  t h e  t r a n s a c t i o n s  c o n t e m p l a t e d  h e r e b y  a re  f a i r  
t o  a n d  i n  t h e  best  i n t e r e s t s  of V i r g i n i a  G a s  a n d  i t s  s t o c k h o l d e r s ,  ( i i)  
a p p r o v e d  t h i s  A g r e e m e n t  a n d  t h e  t r a n s a c t i o n s  c o n t e m p l a t e d  h e r e b y ,  ( i i i )  
r e s o l v e d  t o  e lec t  n o t  t o  be s u b j e c t  t o  a n y  s ta te  t a k e o v e r  l a w  t h a t  I S  o r  
p u r p o r t s  t o  be appl icable  t o  t h e  M e r g e r  o r  t h e  t r a n s a c t i o n s  c o n t e m p l a t e d  by 
t h i s  A g r e e m e n t ,  ( i v )  t a k e n  a l l  s t e p s  n e c e s s a r y  t o  r e n d e r  S e c t i o n  203 o f  t h e  
DGCL i n a p p l i c a b l e  t o  t h i s  A g r e e m e n t  a n d  t h e  t r a n s a c t i o n s  c o n t e m p l a t e d  h e r e b y  
a n d  ( v )  s u b j e c t  t o  t h e  f i d u c i a r y  d u t i e s  o f  t h e  B o a r d  o f  Directors app l i cab le  
from t i m e  t o  t i m e ,  resolved t o  r e c o m m e n d  t h a t  t h e  h o l d e r s  o f  V i r g i n i a  G a s  
Common Stock v o t e  to adopt t h i s  A g r e e m e n t  a n d  t h e  t r a n s a c t i o n s  c o n t e m p l a t e d  
h e r e i n  a n d  ( b )  CIBC h a s  d e l i v e r e d  t o  t h e  B o a r d  of Directors of V i r g i n i a  G a s  i t s  
w r i t t e n  o p i n i o n  t h a t  t h e  C o n v e r s i o n  Rat io  as  C o n t e m p l a t e d  i n  t h i s  A g r e e m e n t  is 
f a i r ,  f r o m  a f i n a n c i a l  p o i n t  o f  v i e w ,  t o  s u c h  h o l d e r s .  

A- 7 

ARTICLE 1 1 1  

SHAREHOLDER APPROVAL; CLOSING 

S e c t i o n  3 .1 .  S h a r e h o l d e r  A p p r o v a l .  

( a )  T h i s  A g r e e m e n t  s h a l l  be s u b m i t t e d  for c o n s i d e r a t i o n  a n d  a d o p t i o n  t o  
t h e  h o l d e r s  o f  s h a r e s  of V i r g i n i a  Gas Common S t o c k  a t  t h e  Special  M e e t i n g .  
E a c h  of  t h e  s t o c k h o l d e r s  o f  V i r g i n i a  G a s  i d e n t i f i e d  i n  E x h i b i t  3 . 1 A  h e r e t o ,  
b e i n g  t h e  h o l d e r s  of a n  a g g r e g a t e  9 . 2 3 %  of  t h e  o u t s t a n d i n g  s h a r e s  o f  
V i r g i n i a  G a s  Common S t o c k ,  h a s  d u l y  e x e c u t e d  a n d  d e l i v e r e d  t o  N U 1  a l e t t e r  
a g r e e m e n t  i n  t h e  f o r m  of E x h i b i t  3 . 1 B  h e r e t o  w i t h  respect t o ,  a m o n g  o t h e r  
t h i n g s ,  s u c h  s t o c k h o l d e r ' s  a g r e e m e n t  t o  v o t e  a l l  s h a r e s  o f  V i r g i n i a  G a s  
Common S t o c k  o v e r  w h i c h  s u c h  s t o c k h o l d e r  exercises v o t i n g  c o n t r o l  f O K  

a d o p t i o n  of t h i s  A g r e e m e n t  a t  t h e  S p e c i a l  M e e t i n g .  

( b )  V i r g i n i a  G a s  s h a l l  c o o r d i n a t e  a n d  c o o p e r a t e  w i t h  N U 1  w i t h  respect t o  
t h e  t i m i n g  of t h e  S p e c i a l  M e e t i n g  a n d  s h a l l  e n d e a v o r  t o  h o l d  s u c h  m e e t i n g  
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a s  s o o n  a s  p r a c t i c a b l e  a f t e r  t h e  d a t e  h e r e o f .  T h e  B o a r d  of Directors o f  
V i r g i n i a  G a s  s h a l l  r e c o m m e n d  t h a t  i t s  s t o c k h o l d e r s  adopt t h i s  A g r e e m e n t  a n d  
t h e  t r a n s a c t i o n s  c o n t e m p l a t e d  h e r e b y  a n d  t h e r e b y ,  a n d  s u c h  r e c o m m e n d a t i o n  
s h a l l  be c o n t a i n e d  i n  t h e  J o i n t  Proxy S t a t e m e n t / P r o s p e c t u s .  On t h e  f i r s t  
b u s i n e s s  day o n  o r  by w h i c h  ( i )  t h i s  A g r e e m e n t  h a s  b e e n  d u l y  adopted by t h e  
r e q u i s i t e  v o t e  of  t h e  h o l d e r s  o f  s h a r e s  of  V i r g i n i a  G a s  Common S t o c k ,  a n d  
( i i )  t h e  C l o s i n g  of t h e  t r a n s a c t i o n s  c o n t e m p l a t e d  by t h i s  A g r e e m e n t  s h a l l  
h a v e  o c c u r r e d ,  o r  s u c h  l a t e r  d a t e  a s  s h a l l  be agreed u p o n  by N U 1  a n d  
V i r g i n i a  G a s ,  ( y )  t h e  C e r t i f i c a t e  o f  M e r g e r  s h a l l  be f i l e d  i n  a c c o r d a n c e  
w i t h  t h e  DGCL a n d  ( z )  t h e  M e r g e r  s h a l l  b e c o m e  e f f e c t i v e  i n  a c c o r d a n c e  w i t h  
t h e  terms o f  t h i s  A g r e e m e n t  a n d  t h e  C e r t i f i c a t e  o f  M e r g e r  a t  t h e  t i m e  a n d  
d a t e  c o n t e m p l a t e d  t h e r e i n  ( s u c h  t i m e  a n d  d a t e  b e i n g  re fe r red  t o  h e r e i n  a s  
t h e  " E f f e c t i v e  T i m e " ) .  

S e c t i o n  3 . 2 .  Time and P l a c e  o f  C l o s i n g .  T h e  C l o s i n g  o f  t h e  t r a n s a c t i o n s  
c o n t e m p l a t e d  by t h i s  A g r e e m e n t  w i l l  t a k e  place a t  11:OO A.M. o n  t h e  t h i r d  
b u s i n e s s  d a y  f o l l o w i n g  t h e  d a t e  o n  w h i c h  all o f  t h e  c o n d i t i o n s  t o  t h e  
o b l i g a t i o n s  of t h e  p a r t i e s  h e r e u n d e r  se t  f o r t h  i n  A r t i c l e  VI1 h e r e o f  h a v e  b e e n  
s a t i s f i e d  or w a i v e d  or s u c h  o t h e r  t i m e  a n d  d a t e  a s  NUT a n d  V i r g i n i a  G a s  may 
a g r e e .  T h e  place of C l o s i n g  s h a l l  be a t  s u c h  place a s  may be m u t u a l l y  a g r e e d  
u p o n  by N U 1  a n d  V i r g i n i a  G a s .  

ARTICLE I V  

REPRESENTATIONS AND WARRANTIES OF N U 1  

N U 1  represents a n d  w a r r a n t s  t o  V i r g i n i a  G a s  a s  follows: 

S e c t i o n  4.1. O r g a n i z a t i o n  a n d  A u t h o r i t y  o f  t h e  N U 1  C o m p a n i e s .  E a c h  of  t h e  
N U 1  C o m p a n i e s  i s  d u l y  o r g a n i z e d ,  v a l i d l y  e x i s t i n g  a n d  i n  good s t a n d i n g  u n d e r  
t h e  l a w s  o f  i t s  r e s p e c t i v e  l u r i s d i c t i o n  of o r g a n i z a t i o n .  E a c h  o f  t h e  N U 1  
C o m p a n i e s  h a s  full corpora t e ,  l i m i t e d  l i a b i l i t y  o r  p a r t n e r s h i p  p o w e r  t o  c a r r y  
o n  i t s  r e s p e c t i v e  b u s i n e s s  a s  i t  i s  now b e i n g  c o n d u c t e d  a n d  t o  own,  ope ra t e  a n d  
h o l d  u n d e r  lease i t s  a s s e t s  a n d  p r o p e r t i e s  as ,  a n d  i n  t h e  p l aces  w h e r e ,  s u c h  
p roper t ies  a n d  a s s e t s  now are o w n e d ,  ope ra t ed  o r  h e l d .  All of  t h e  N U 1  C o m p a n i e s  
w h i c h  a r e  " s i g n i f i c a n t  s u b s i d i a r i e s "  ( a s  s u c h  t e r m  is  d e f i n e d  i n  R u l e  1-02 o f  
R e g u l a t i o n  5-X of t h e  S E C )  o f  N U 1  a s  of t h e  d a t e  of t h i s  A g r e e m e n t  are  l i s t e d  
o n  E x h i b i t  2 1  t o  N U I ' s  A n n u a l  R e p o r t  o n  Form 1 0 - K  f o r  t h e  f i s c a l  year e n d e d  
S e p t e m b e r  30, 1 9 9 9 .  T h e  c o p i e s  o f  t h e  Amended a n d  R e s t a t e d  C e r t i f i c a t e  o f  
I n c o r p o r a t i o n  a n d  A m e n d e d  a n d  R e s t a t e d  B y l a w s  o f  NU1 t h a t  h a v e  b e e n  d e l i v e r e d  
t o  V i r g i n i a  G a s  are c o m p l e t e  a n d  correct a n d  i n  f u l l  f o r c e  a n d  e f f e c t  on t h e  
d a t e  h e r e o f .  

S e c t i o n  4 . 2 .  C a p i t a l i z a t i o n .  

(a) N U I ' s  a u t h o r i z e d  e q u i t y  c a p i t a l i z a t i o n  c o n s i s t s  o f  30 ,000 ,000  s h a r e s  
o f  NU1 Common S t o c k  a n d  5,000,000 s h a r e s  of  p r e f e r r e d  s t o c k ,  n o  p a r  v a l u e  
p e r  s h a r e .  A s  of t h e  c lose of  b u s i n e s s  o n  A p r l l  30, 2000, 1 2 , 9 6 8 , 2 4 2  shares 
o f  N U 1  Common S t o c k  a n d  n o  s h a r e s  o f  N U 1  p r e f e r r e d  s t o c k  w e r e  i s s u e d  a n d  
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o u t s t a n d i n g .  S u c h  s h a r e s  of  N U 1  Common S t o c k  c o n s t i t u t e d  a l l  of t h e  i s s u e d  
a n d  o u t s t a n d i n g  s h a r e s  o f  c a p i t a l  s t o c k  of N U 1  a s  of s u c h  d a t e .  A l l  i s s u e d  
a n d  o u t s t a n d i n g  s h a r e s  of N U 1  Common S t o c k  h a v e  b e e n  d u l y  a u t h o r i z e d  a n d  
v a l i d l y  i s s u e d  a n d  a r e  f u l l y  paid a n d  n o n a s s e s s a b l e ,  a r e  n o t  s u b j e c t  t o  a n d  
h a v e  n o t  b e e n  i s s u e d  i n  v i o l a t i o n  of any p r e e m p t i v e  r i g h t s  a n d  h a v e  n o t  
b e e n  i s s u e d  i n  v i o l a t i o n  o f  a n y  f e d e r a l  o r  s t a t e  s e c u r i t i e s  l a w s .  A l l  
o u t s t a n d i n g  s h a r e s  o f  N U 1  Common S t o c k  are d u l y  l i s t e d  f o r  t r a d i n g  o n  t h e  
NYSE. 

( b )  A l l  of t h e  s h a r e s  of NU1 Common S t o c k  t o  be i s s u e d  t o  h o l d e r s  of 
V i r g i n i a  G a s  Common S t o c k  i n  t h e  Merger h a v e  been d u l y  a u t h o r i z e d  f o r  
i s s u a n c e  o u t  o f  NUI's a u t h o r i z e d  a n d  u n r e s e r v e d  N U 1  Common S t o c k  a n d ,  w h e n  
i s s u e d  i n  a c c o r d a n c e  w i t h  t h e  terms of t h i s  A g r e e m e n t ,  w i l l  be v a l i d l y  
i s s u e d ,  f u l l y  paid a n d  n o n a s s e s s a b l e ,  a n d  w i l l  n o t  be s u b j e c t  t o  a n d  w i l l  
n o t  be i s s u e d  i n  v i o l a t i o n  of  a n y  p r e e m p t i v e  r i g h t s .  

S e c t i o n  4 . 3 .  A u t h o r i t y  R e l a t i v e  t o  t h i s  A g r e e m e n t .  T h e  e x e c u t i o n ,  d e l i v e r y  
a n d  p e r f o r m a n c e  of t h i s  A g r e e m e n t  a n d  of a l l  o f  t h e  o t h e r  d o c u m e n t s  a n d  
i n s t r u m e n t s  r e q u i r e d  h e r e b y  by N U 1  a re  w i t h i n  t h e  corporate  p o w e r  of NUX. T h e  
e x e c u t i o n  a n d  d e l i v e r y  of  t h i s  A g r e e m e n t  and t h e  c o n s u m m a t i o n  o f  t h e  
t r a n s a c t i o n s  c o n t e m p l a t e d  h e r e b y  h a v e  b e e n  d u l y  a u t h o r i z e d  by t h e  B o a r d  of 
Directors o f  N U 1  a n d  no o t h e r  corporate  p r o c e e d i n g s  o n  t h e  part of  N U 1  a re  
n e c e s s a r y  t o  a u t h o r i z e  t h i s  A g r e e m e n t  o r  t o  c o n s u m m a t e  t h e  t r a n s a c t i o n s  
c o n t e m p l a t e d  h e r e i n  e i t h e r  u n d e r  s t a t e  l a w  or t h e  r e q u i r e m e n t s  of t h e  N Y S E .  
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T h i s  A g r e e m e n t  a n d  a l l  o f  t h e  o t h e r  d o c u m e n t s  a n d  i n s t r u m e n t s  r e q u i r e d  h e r e b y  
h a v e  b e e n  o r  w i l l  be d u l y  a n d  v a l i d l y  e x e c u t e d  a n d  d e l i v e r e d  by N U 1  a n d  
( a s s u m i n g  t h e  d u e  a u t h o r i z a t i o n ,  e x e c u t i o n  a n d  d e l i v e r y  h e r e o f  a n d  t h e r e o f  by 

V i r g i n i a  G a s )  c o n s t i t u t e  o r  w i l l  c o n s t i t u t e  v a l i d  a n d  b i n d i n g  a g r e e m e n t s  of 
N U I ,  e n f o r c e a b l e  a g a i n s t  N U 1  i n  a c c o r d a n c e  w i t h  t h e i r  r e s p e c t i v e  t e r m s .  

S e c t i o n  4 . 4 .  C o n s e n t s  a n d  A p p r o v a l s ;  N o  V i o l a t i o n s .  E x c e p t  f o r  (a) a n y  
appl icable  r e q u i r e m e n t s  of t h e  S e c u r i t i e s  A c t ,  t h e  E x c h a n g e  A c t ,  t h e  H S R  A c t  
a n d  a n y  a p p l i c a b l e  f i l i n g s  u n d e r  s t a t e  secur i t ies ,  " B l u e  Sky" o r  t a k e o v e r  l a w s ,  
( b )  t h e  f i l i n g  and r e c o r d a t i o n  of  t h e  C e r t i f i c a t e  o f  Merger a s  r e q u i r e d  b y  t h e  
DGCL, ( c )  a n y  r e q u i r e d  app rova l s  o f  t h e  VSCC a n d  t h e  p u b l i c  s e r v i c e  c o m m i s s i o n s  
o f  a n y  o t h e r  s t a t e s  w h e r e  N U 1  c o n d u c t s  b u s i n e s s ,  a n d  FERC, ( d )  t h e  f i l i n g  o f  a n  
e x e m p t i o n  s t a t e m e n t  o n  Form U-3A-2 w i t h  t h e  SEC p u r s u a n t  t o  PUHCA, a n d  ( e )  
t h o s e  r e q u i r e d  f i l i n g s ,  r e g i s t r a t i o n s ,  c o n s e n t s  a n d  a p p r o v a l s  l i s t e d  o n  E x h i b i t  
4 . 4  a t t a c h e d  h e r e t o  ( t h e  m a t t e r s  r e f e r r e d  t o  i n  c l a u s e s  ( c ) ,  ( d )  a n d  ( e )  b e i n g  
c o l l e c t i v e l y  r e f e r r e d  t o  as  t h e  " N U 1  R e q u i r e d  C o n s e n t s " ) ,  n o  f i l i n g  or 
r e g i s t r a t i o n  w i t h ,  a n d  n o  p e r m i t ,  a u t h o r i z a t i o n ,  c o n s e n t  o r  a p p r o v a l  o f ,  a n y  
p u b l i c  b o d y  o r  a u t h o r i t y  or a n y  t h i r d  p a r t y  i s  n e c e s s a r y  or r e q u i r e d  i n  
c o n n e c t i o n  w i t h  t h e  e x e c u t i o n  a n d  d e l i v e r y  of t h i s  A g r e e m e n t  by N U 1  o r  f o r  t h e  
c o n s u m m a t i o n  by N U 1  o f  t h e  t r a n s a c t i o n s  c o n t e m p l a t e d  b y  t h i s  A g r e e m e n t .  
A s s u m i n g  t h a t  a l l  f i l i n g s ,  r e g i s t r a t i o n s ,  p e r m i t s ,  a u t h o r i z a t i o n s ,  c o n s e n t s  a n d  
a p p r o v a l s  c o n t e m p l a t e d  by t h e  i m m e d i a t e l y  p r e c e d i n g  s e n t e n c e  h a v e  b e e n  d u l y  
made or o b t a i n e d ,  n e i t h e r  t h e  e x e c u t i o n ,  d e l i v e r y  a n d  p e r f o r m a n c e  o f  t h i s  
A g r e e m e n t  n o r  t h e  c o n s u m m a t i o n  of t h e  t r a n s a c t i o n s  c o n t e m p l a t e d  h e r e b y  by N U 1  
w i l l  (1) c o n f l i c t  w i t h  o r  r e s u l t  i n  a n y  b r e a c h  of  a n y  p r o v i s i o n  o f  t h e  
C e r t i f i c a t e  o f  I n c o r p o r a t i o n  o r  b y l a w s  of  N U I ,  ( i i )  r e s u l t  i n  a v i o l a t i o n  o r  
b r e a c h  o f ,  or c o n s t i t u t e  ( w i t h  o r  w i t h o u t  d u e  n o t i c e  o r  l apse  o f  t i m e  o r  b o t h )  
a d e f a u l t  (or g i v e  rise t o  a n y  r i g h t  o f  t e r m i n a t i o n ,  c a n c e l l a t i o n  o r  
a c c e l e r a t i o n )  u n d e r ,  o r  o t h e r w i s e  r e s u l t  i n  any d i m i n u t i o n  o f  a n y  of t h e  r i g h t s  
of  NU1 w i t h  respect t o ,  a n y  o f  t h e  t e r m s ,  c o n d i t i o n s  o r  p r o v i s i o n s  o f  a n y  n o t e ,  
b o n d ,  m o r t g a g e ,  i n d e n t u r e ,  l i c e n s e ,  C o n t r a c t  o r  o t h e r  i n s t r u m e n t  or o b l i g a t i o n  
t o  w h i c h  N U 1  i s  a p a r t y  o r  by w h i c h  i t  o r  a n y  of its proper t ies  or assets may 
be b o u n d  or ( i i i )  v i o l a t e  a n y  order ,  w r i t ,  i n j u n c t i o n ,  decree, s t a t u t e ,  r u l e  or 
r e g u l a t i o n  app l i cab le  t o  NU1 o r  a n y  o f  i t s  p r o p e r t i e s  o r  assets e x c e p t ,  i n  t h e  
case o f  c l a u s e s  ( i i ]  o r  ( i l l )  a b o v e ,  f o r  v i o l a t i o n s ,  b r e a c h e s  o r  d e f a u l t s  t h a t  
w o u l d  n o t  h a v e  a Mater ia l  A d v e r s e  E f f e c t  o n  the N U 1  C o m p a n i e s  a n d  t h a t  w i l l  n o t  
p r e v e n t  or d e l a y  t h e  c o n s u m m a t i o n  o f  t h e  t r a n s a c t i o n s  c o n t e m p l a t e d  h e r e b y .  

S e c t i o n  4 . 5 .  Reports.  

( a )  T h e  f i l i n g s  r e q u i r e d  t o  be made by N U 1  s i n c e  J a n u a r y  1, 1 9 9 7 ,  u n d e r  
NYSE r u l e s ,  t h e  S e c u r i t i e s  A c t ,  t h e  E x c h a n g e  A c t  a n d  appl icable  s t a t e  L a w s  
a n d  r e g u l a t i o n s  h a v e  b e e n  f i l e d  w i t h  t h e  NYSE a n d  e a c h  a p p l i c a b l e  
G o v e r n m e n t a l  A u t h o r i t y ,  i n c l u d i n g  t h e  SEC a n d  FERC, a n d  N U 1  h a s  c o m p l i e d  i n  
all material  respec ts  w i t h  a l l  r e q u i r e m e n t s  of s u c h  a c t s ,  l a w s  a n d  r u l e s  
a n d  r e g u l a t i o n s  t h e r e u n d e r ,  e x c e p t  t o  t h e  e x t e n t  a n y  s u c h  f a i l u r e  t o  comply 
w o u l d  n o t  h a v e  a M a t e r i a l  A d v e r s e  E f f e c t  o n  t h e  N U 1  C o m p a n i e s .  
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( b )  T h e  N U 1  SEC Reports c o m p l i e d ,  a s  of t h e i r  r e s p e c t i v e  d a t e s  o f  f i l i n g  
( a n d  a n y  N U 1  5EC Reports f i l e d  a f t e r  t h e  d a t e  h e r e o f  will c o m p l y ) ,  i n  a l l  
mater ia l  respects w i t h  a l l  appl icable  r e q u i r e m e n t s  of t h e  S e c u r i t i e s  A c t ,  
t h e  E x c h a n g e  A c t  a n d  t h e  r u l e s  a n d  r e g u l a t i o n s  of t h e  SEC.  A s  o f  t h e i r  
r e s p e c t i v e  da tes ,  n o n e  o f  s u c h  f o r m s ,  r epor t s  o r  d o c u m e n t s ,  i n c l u d i n g ,  
w i t h o u t  l i m i t a t i o n ,  a n y  f i n a n c i a l  s t a t e m e n t s  o r  s c h e d u l e s  i n c l u d e d  t h e r e i n ,  
c o n t a i n e d  ( a n d  n o n e  o f  t h e  N U 1  S E C  Repor ts  f i l e d  a f t e r  t h e  da te  h e r e o f  w i l l  
c o n t a i n )  a n y  u n t r u e  s t a t e m e n t  of a mater ia l  fac t  o r  o m i t t e d  ( o r  w i l l  o m i t )  
t o  s t a t e  a m a t e r i a l  f a c t  required t o  be s t a t e d  t h e r e i n  o r  necessary i n  
order  t o  m a k e  t h e  s t a t e m e n t s  t h e r e i n  n o t  m i s l e a d i n g  i n  l i g h t  o f  t h e  
c i r c u m s t a n c e s  u n d e r  w h i c h  t h e y  w e r e  made. E a c h  of t h e  b a l a n c e  s h e e t s  
( i n c l u d i n g  t h e  re la ted  n o t e s  a n d  s c h e d u l e s )  i n c l u d e d  i n  t h e  N U 1  SEC Reports 
f a i r l y  p r e s e n t e d  t h e  c o n s o l i d a t e d  f i n a n c i a l  p o s i t i o n  o f  N U 1  a s  of t h e  
r e s p e c t i v e  da tes  t h e r e o f ,  a n d  t h e  o t h e r  r e l a t ed  f i n a n c i a l  s t a t e m e n t s  
( i n c l u d i n g  t h e  r e l a t e d  n o t e s  a n d  s c h e d u l e s )  i n c l u d e d  t h e r e i n  f a i r l y  
p r e s e n t e d  t h e  r e s u l t s  of o p e r a t i o n s  and cash f l o w s  of  N U 1  f o r  t h e  
r e s p e c t i v e  f i s c a l  p e r i o d s  o r  a s  of t h e  r e s p e c t i v e  d a t e s  set  f o r t h  t h e r e i n .  
Each of  t h e  f i n a n c i a l  s t a t e m e n t s  ( i n c l u d i n g  t h e  re la ted  n o t e s  a n d  
s c h e d u l e s )  i n c l u d e d  i n  t h e  N U 1  SEC Reports ( a )  c o m p l i e d  as t o  f o r m  w i t h  t h e  
appl icable  a c c o u n t i n g  r e q u i r e m e n t s  a n d  r u l e s  a n d  r e g u l a t i o n s  o f  t h e  SEC a n d  
( b )  w a s  prepared i n  a c c o r d a n c e  w i t h  GAAP c o n s i s t e n t l y  a p p l i e d  d u r i n g  t h e  
per iods  p r e s e n t e d ,  e x c e p t  a s  o t h e r w i s e  n o t e d  t h e r e i n  a n d  s u b j e c t  t o  n o r m a l  
y e a r - e n d  and  a u d i t  a d j u s t m e n t s  i n  t h e  case o f  a n y  u n a u d i t e d  i n t e r i m  
f i n a n c i a l  s t a t e m e n t s .  S i n c e  S e p t e m b e r  30, 1 9 9 9 ,  N U 1  h a s  t i m e l y  f i l e d  a l l  
repor t s ,  r e g i s t r a t i o n  s t a t e m e n t s  a n d  o t h e r  f i l i n g s  r e q u i r e d  t o  be f i l e d  by 
i t  w i t h  t h e  SEC. 
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S e c t i o n  4 . 6 .  A b s e n c e  o f  C e r t a i n  E v e n t s .  E x c e p t  a s  set f o r t h  i n  t h e  N U 1  SEC 
Repor ts  f i l e d  p r i o r  t o  t h e  d a t e  o f  t h i s  A g r e e m e n t  o r  as o t h e r w i s e  s p e c i f i c a l l y  
d i sc losed  i n  E x h i b i t  4 . 6  a t t a c h e d  h e r e t o ,  s i n c e  S e p t e m b e r  30, 1 9 9 9 ,  NU1 h a s  n o t  
s u f f e r e d  a n y  c h a n g e  i n  i t s  b u s i n e s s ,  f i n a n c i a l  c o n d i t i o n  o r  r e s u l t s  of 
o p e r a t i o n s  t h a t  h a s  h a d  or w i l l  h a v e  a Material A d v e r s e  E f f e c t  u p o n  t h e  N U 1  
C o m p a n i e s .  

S e c t i o n  4 . 1 .  J o i n t  P r o x y  S t a t e m e n t / P r o s p e c t u s .  N o n e  o f  t h e  i n f o r m a t i o n  w i t h  
respect t o  t h e  N U 1  C o m p a n i e s  t o  b e  i n c l u d e d  i n  t h e  J o i n t  P r o x y  
S t a t e m e n t / P r o s p e c t u s  o r  t h e  R e g i s t r a t i o n  S t a t e m e n t  w i l l ,  i n  t h e  case o f  t h e  
J o i n t  P r o x y  S t a t e m e n t / P r o s p e c t u s  o r  a n y  a m e n d m e n t s  t h e r e o f  o r  s u p p l e m e n t s  
t h e r e t o ,  a t  t h e  t i m e  o f  t h e  m a i l i n g  of t h e  J o i n t  P r o x y  S t a t e m e n t / P r o s p e c t u s  or  
a n y  a m e n d m e n t s  t h e r e o f  o r  s u p p l e m e n t s  t h e r e t o  o r ,  i n  t h e  case o f  t h e  
R e g i s t r a t i o n  S t a t e m e n t ,  a t  t h e  t i m e  i t  b e c o m e s  e f f e c t i v e  a n d  a t  t h e  E f f e c t i v e  
T i m e ,  c o n t a i n  a n y  u n t r u e  s t a t e m e n t  of a m a t e r i a l  f a c t  o r  o m i t  t o  s t a t e  any  
ma te r i a l  f a c t  r e q u i r e d  t o  be s t a t e d  t h e r e i n  or n e c e s s a r y  i n  order t o  m a k e  t h e  
s t a t e m e n t s  t h e r e i n ,  i n  l i g h t  o f  t h e  c i r c u m s t a n c e s  u n d e r  w h i c h  t h e y  a re  m a d e ,  
n o t  m i s l e a d i n g .  T h e  J o i n t  Proxy S t a t e m e n t / P r o s p e c t u s  w i l l  comply a s  t o  f o r m  i n  
all m a t e r i a l  respects w i t h  t h e  p r o v i s i o n s  o f  t h e  S e c u r i t i e s  A c t  a n d  t h e  
E x c h a n g e  A c t  a n d  t h e  r u l e s  a n d  r e g u l a t i o n s  p r o m u l g a t e d  t h e r e u n d e r ,  e x c e p t  t h a t  
n o  r e p r e s e n t a t i o n  i s  made by NUS w i t h  respect t o  i n f o r m a t i o n  s u p p l i e d  by 
V i r g i n i a  G a s  o r  a n y  a f f i l i a t e  o f  V i r g i n i a  G a s  f o r  i n c l u s i o n  i n  t h e  J o i n t  P r o x y  
S t a t e m e n t / P r o s p e c t u s .  

S e c t i o n  4 . 8 .  L i t i g a t i o n .  E x c e p t  a s  s e t  f o r t h  o n  E x h i b i t  4 . 8  a t t a c h e d  h e r e t o ,  
t h e r e  i s  n o  a c t i o n ,  s u i t ,  p r o c e e d i n g  o r ,  t o  t h e  K n o w l e d g e  o f  N U I ,  i n v e s t i g a t i o n  
p e n d i n g  o r ,  t o  t h e  K n o w l e d g e  o f  N U I ,  t h r e a t e n e d  a g a i n s t  o r  r e l a t i n g  t o  a n y  o f  
t h e  NU1 C o m p a n i e s  a t  l a w  or i n  e q u i t y ,  o r  b e f o r e  a n y  f e d e r a l ,  s t a t e ,  
p r o v i n c i a l ,  m u n i c i p a l  o r  o t h e r  g o v e r n m e n t a l  d e p a r t m e n t ,  c o m m i s s i o n ,  board,  
b u r e a u ,  a g e n c y  o r  i n s t r u m e n t a l i t y ,  w h e t h e r  i n  t h e  U n i t e d  S t a t e s  o r  o t h e r w i s e ,  
t h a t  is e x p e c t e d ,  i n  t h e  r e a s o n a b l e  j u d g m e n t  o f  N U I ,  t o  h a v e  a Material A d v e r s e  
E f f e c t  u p o n  t h e  N U 1  C o m p a n i e s  o r  t h a t  s e e k s  r e s t r a l n t ,  p r o h i b i t i o n ,  d a m a g e s  o r  
o t h e r  r e l i e f  i n  c o n n e c t i o n  w i t h  t h i s  A g r e e m e n t  o r  t h e  c o n s u m m a t i o n  of the 
t r a n s a c t i o n s  c o n t e m p l a t e d  h e r e b y .  

S e c t i o n  4 . 9 .  E m p l o y e e  B e n e f i t  P l a n s .  

( a )  F o r  p u r p o s e s  of t h i s  S e c t i o n ,  t h e  t e r m  "NU1 B e n e f i t  P l a n s "  s h a l l  
m e a n  a l l  m a t e r i a l  p e n s i o n ,  r e t i r e m e n t ,  p r o f i t - s h a r i n g ,  d e f e r r e d  
c o m p e n s a t i o n ,  s t o c k  o p t i o n ,  e m p l o y e e  s t o c k  o w n e r s h i p ,  s e v e r a n c e  pay, 
v a c a t i o n ,  b o n u s  o r  o t h e r  i n c e n t i v e  p l a n s ,  a n d  a l l  o t h e r  e m p l o y e e  p r o g r a m s ,  
a r r a n g e m e n t s  or a g r e e m e n t s ,  w h e t h e r  a r r i v e d  a t  t h r o u g h  c o l l e c t i v e  
b a r g a i n i n g  o r  o t h e r w i s e ,  a l l  m e d i c a l ,  v i s i o n ,  d e n t a l  a n d  o t h e r  h e a l t h  
p l a n s ,  a l l  l i f e  i n s u r a n c e  p l ans ,  a n d  a l l  o t h e r  employee b e n e f l t  p l a n s  o r  
f r i n g e  b e n e f i t  p l a n s ,  i n c l u d i n g ,  w i t h o u t  l i m i t a t i o n ,  a n y  "employee b e n e f i t  
p l a n , "  a s  t h a t  t e r m  i s  d e f i n e d  i n  S e c t i o n  3 ( 3 )  of E R I S A ,  c u r r e n t l y  adopted, 
m a i n t a i n e d  by, s p o n s o r e d  i n  w h o l e  or i n  p a r t  by, o r  c o n t r i b u t e d  t o  by a n y  
of  t h e  N U 1  

A-10 

C o m p a n i e s  or a f f i l i a t e s  t h e r e o f  for t h e  b e n e f i t  o f  employees, retirees,  
d e p e n d e n t s ,  s p o u s e s ,  d i r e c t o r s ,  i n d e p e n d e n t  c o n t r a c t o r s ,  o r  o t h e r  
b e n e f i c i a r i e s  a n d  under w h i c h  e m p l o y e e s ,  r e t i rees ,  d e p e n d e n t s ,  s p o u s e s ,  
d i r e c t o r s ,  i n d e p e n d e n t  c o n t r a c t o r s  o r  o t h e r  b e n e f i c i a r i e s  a r e  e l i g i b l e  t o  
p a r t i c i p a t e .  Any of t h e  N U 1  B e n e f i t  P l a n s  t h a t  i s  a n  " e m p l o y e e  p e n s i o n  
b e n e f i t  p l a n , "  a s  t h a t  t e r m  i s  d e f i n e d  i n  S e c t i o n  3(2) of  ERISA, i s  
r e f e r r e d  t o  h e r e i n  a s  a "NU1 ERISA P l a n . "  

( b )  A s  of  t h e  da te  o f  t h i s  A g r e e m e n t ,  n o  NU1 B e n e f i t  P l a n  i s  a 
m u l t i e m p l o y e r  p l a n  w i t h i n  t h e  m e a n i n g  of  S e c t i o n  3 ( 3 7 )  of  ERISA, A l l  N U 1  
B e n e f i t  P l a n s  a r e  i n  c o m p l i a n c e  w i t h  t h e  a p p l i c a b l e  p r o v i s i o n s  ( i n c l u d i n g ,  
w i t h o u t  l i m i t a t i o n ,  a n y  f u n d i n g  r e q u i r e m e n t s  or l i m i t a t i o n s )  o f  ERISA, t h e  
Code a n d  any o t h e r  app l i cab le  L a w s ,  t h e  b r e a c h  o r  v i o l a t i o n  o f  w h i c h  c o u l d  
h a v e  a Mater ia l  A d v e r s e  E f f e c t  o n  t h e  NU1 C o m p a n i e s .  E x c e p t  a s  r e f l e c t e d  i n  
t h e  n o t e s  t o  t h e  f i n a n c i a l  s t a t e m e n t s  i n c l u d e d  i n  t h e  NU1 SEC Repor t s  o r  a s  
c o u l d  h a v e  a Mater ia l  A d v e r s e  E f f e c t ,  n o  NU1 E R I S A  P l a n  w h i c h  i s  a d e f i n e d  
b e n e f i t  p e n s i o n  p l a n  h a s  any " u n f u n d e d  c u r r e n t  l i a b i l i t y , "  as t h a t  t e r m  is 
d e f i n e d  i n  S e c t i o n  3 0 2 ( d )  ( 8 )  ( A )  o f  E R I S A ,  a n d  t h e  p r e s e n t  f a i r  m a r k e t  v a l u e  
of t h e  assets of a n y  s u c h  p l a n  exceeds t h e  p l a n ' s  " b e n e f i t  l i a b i l i t i e s , "  a s  
t h a t  t e r m  is d e f i n e d  i n  S e c t i o n  4 0 0 1 ( a ) ( 1 6 )  o f  ERISA, w h e n  d e t e r m i n e d  u n d e r  
a c t u a r i a l  f a c t o r s  t h a t  w o u l d  apply i f  t h e  p l a n  t e r m i n a t e d  i n  a c c o r d a n c e  
w i t h  a l l  a p p l i c a b l e  l e g a l  r e q u i r e m e n t s .  

S e c t i o n  4.10. Tax Matters .  E x c e p t  a s  set  f o r t h  o n  E x h i b i t  4 .10 :  
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(a) NU1 and each of its Subsidiaries that is incorporated under the laws 
of the United States or of any of the United States are members of the 
affiliated group, within the meaning of Section 15041a) of the Code, of 
which NU1 is the common parent, and such affiliated group files a 
consolidated federal income tax return; 

(b) each of the N U 1  Companies has timely filed or caused to be filed all 
Tax Returns required to have been filed by or for it, and all information 
set forth in such Tax Returns is accurate and complete in all material 
respects; 

[c) each of the N U 1  Companies has paid or made adequate provision on its 
books a n d  records in accordance with GAAP for all Taxes covered by such Tax 
Ret urns; 

(d) there is not a material amount of unpaid Taxes due and payable by 
any of the NU1 Companies or by any other person that is or could become a 
lien on any asset of, or that could otherwise have a Material Adverse 
Effect on, the NU1 Companies; 

(e) each of the NU1 Companies has collected or withheld all Taxes 
required to be collected or withheld by it, and all such Taxes have been 
paid to the appropriate Governmental Authority or set aside in appropriate 
accounts f o r  future payment when d u e ;  

(f] none of the NU1 Companies has granted (or is subject to) any waiver, 
which is currently in effect, of  the period of limitations f o r  the 
assessment o f  any Tax; no unpaid Tax deficiency has been assessed or 
asserted against, or with respect to, any of the NU1 Companies by any 
Governmental Authority; there are no currently pending administrative or 
judicial proceedings, or any deficiency or refund litigation, with respect 
to Taxes o f  any of the NU1 Companies, the adverse outcome o f  which would 
have a Material Adverse Effect on the N U 1  Companies; and any such 
assertion, assessment, proceeding or litigation disclosed on Exhibit 4.10 
hereto i s  being contested in good faith through appropriate measures, and 
its status is described in Exhibit 4.10 hereto; and 

(g) the most recent audited consolidated balance sheet included in the 
N U 1  SEC Reports fully and properly reflects, as of the d a t e  thereof, the 
liabilities of NU1 and its Subsidiaries f o r  all accrued Taxes and deferred 
liability for Taxes and, f o r  periods ending after such date, the books and 
records of each such corporation fully and properly reflect its liability 
for all accrued Taxes. 

Section 4.11. Compliance with Law. The conduct of the businesses of t h e  NU1 
Companies and their use of their assets does not violate or conflict, and has 
not violated or conflicted, with any Law, which violation or conflict could 
have a Material Adverse Effect on the NU1 Companies. 

A-11 

Section 4.12. Fees and Expenses of Brokers and Others. None of the NU1 
Companies ( a )  has had any dealings, negotiations or communications with any 
broker or other intermediary in connectlon with the transactions contemplated 
by this Agreement, (b) IS committed to any liability for any brokers' or 
finders' fees or any similar fees in connection with the transactions 
contemplated by this Agreement or (c) has retained any broker or other 
intermediary to act on its behalf in connection with the transactions 
contemplated by this Agreement, except that N U 1  has engaged Berenson to 
represent it in connection with such transactions and shall pay all of 
Berenson's fees and expenses in connection with such engagement. 

Section 4.13. Accuracy of Information. Neither this Agreement nor any other 
document provided by the NU1 Companies or their employees or agents to Virginia 
Gas in connection with the transactions contemplated herein, when this 
Agreement and such documents are considered together in the aggregate, contains 
an untrue statement of a material fact or omits to state a material fact 
necessary to make t h e  statements contained herein or therein not misleading. 

Section 4.14. Absence of Undisclosed Liabilities. None of the NU1 Companies 
have, as of the date hereof, or will have, as of the Effective Time, any 
liabilities o r  obligations of any kind, whether absolute, accrued, asserted or 
unasserted, contingent o r  otherwise, that would be required to be disclosed on 
a consolidated balance sheet of NUI, or reflected in the notes thereto, 
prepared as of such date in accordance with GAAP, except liabilities, 
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o b l i g a t i o n s  o r  c o n t i n q e n c i e s  t h a t  w e r e  ( a )  r e f l e c t e d  o n  o r  a c c r u e d  o r  r e s e r v e d  
a g a i n s t  i n  t h e  c o n s o l i d a t e d  balance s h e e t  of N U 1  a s  of S e p t e m b e r  30, 1999,  
w h i c h  i s  i n c l u d e d  i n  t h e  N U 1  SEC Reports,  o r  r e f l e c t e d  i n  t h e  n o t e s  t h e r e t o ,  o r  
( b )  i n c u r r e d  a f t e r  t h e  d a t e  of s u c h  b a l a n c e  s h e e t  i n  t h e  o r d i n a r y  c o u r s e  o f  
b u s i n e s s  a n d  c o n s i s t e n t  w i t h  p a s t  p rac t ices  a n d  w h i c h ,  i n d i v i d u a l l y  o r  i n  t h e  
a g g r e g a t e ,  w i l l  n o t  h a v e  a Material  A d v e r s e  E f f e c t  o n  t h e  N U 1  C o m p a n i e s .  

S e c t i o n .  4 . 1 5 .  Merger S u b s i d i a r y .  A l l  o f  t h e  i s s u e d  a n d  o u t s t a n d i n g  s h a r e s  
of  t h e  c a p i t a l  s t o c k  o f  Merger S u b s i d i a r y  a re  (a) o w n e d  d i r e c t l y  by N U 1  a n d  ( b )  
d u l y  a u t h o r i z e d ,  v a l i d l y  i s s u e d ,  f u l l y  p a i d ,  n o n a s s e s s a b l e  a n d  a re  n o t  s u b l e c t  
t o  p r e e m p t i v e  r i g h t s .  M e r g e r  S u b s i d i a r y  i s  a d i r e c t  w h o l l y  o w n e d  s u b s i d i a r y  of 
NU1 t h a t  h a s  b e e n  f o r m e d  f o r  t h e  s o l e  p u r p o s e  o f  e f f e c t i n g  t h e  Merger a n d  t h a t ,  
p r i o r  t o  t h e  E f f e c t i v e  T i m e ,  w i l l  (x) h a v e  no m a t e r i a l  a sse t s ,  ( y )  e n g a g e  i n  n o  
o t h e r  m a t e r i a l  a c t i v i t i e s  a n d  ( z )  w i l l  h a v e  n o  S u b s i d i a r i e s .  

ARTICLE V 

REPRESENTATIONS AND WARRANTIES OF VIRGINIA GAS 

V i r g i n i a  G a s  r e p r e s e n t s  a n d  w a r r a n t s  t o  NU1 a s  f o l l o w s :  

S e c t i o n  5 .1 .  O r g a n i z a t i o n  a n d  A u t h o r i t y  o f  t h e  V i r g i n i a  G a s  C o m p a n i e s .  E a c h  
of  V i r g i n i a  G a s  a n d  t h e  V i r g i n i a  G a s  Subsidiaries i s  d u l y  o r g a n i z e d ,  v a l i d l y  
e x i s t i n g  a n d  i n  good s t a n d i n g  u n d e r  t h e  l a w s  o f  i t s  r e s p e c t i v e  j u r i s d i c t i o n  o f  
o r g a n i z a t i o n .  E a c h  o f  V i r g i n i a  Gas a n d  t h e  V i r g i n i a  G a s  S u b s i d i a r i e s  h a s  f u l l  
corporate  p o w e r  t o  c a r r y  o n  i t s  r e s p e c t i v e  b u s i n e s s  a s  i t  is now b e i n g  
c o n d u c t e d  a n d  t o  own,  operate  a n d  h o l d  u n d e r  lease i t s  asse ts  a n d  p r o p e r t i e s  
as ,  a n d  i n  t h e  p laces  w h e r e ,  s u c h  p r o p e r t i e s  a n d  asse ts  now a re  o w n e d ,  operated 
o r  h e l d .  E a c h  of V i r g i n i a  G a s  a n d  t h e  V i r g i n i a  Gas S u b s i d i a r i e s  is  d u l y  
q u a l i f i e d  a s  a f o r e i g n  e n t i t y  t o  do b u s i n e s s ,  a n d  is i n  g o o d  s t a n d i n g ,  i n  e a c h  
j u r i s d i c t i o n  w h e r e  t h e  f a i l u r e  t o  be so  q u a l i f i e d  would h a v e  a Material A d v e r s e  
E f f e c t  o n  t h e  V i r g i n i a  G a s  C o m p a n i e s .  E x h i b i t  1 . 6 5  c o n s t i t u t e s  a t r u e  and 
c o m p l e t e  l i s t  of all o f  t h e  S u b s i d i a r i e s  o f  V i r g i n i a  G a s  a n d  E x h i b i t  1 . 6 2  
c o n s t i t u t e s  a t r u e  a n d  c o m p l e t e  l ist  of a l l  o f  t h e  V i r g i n i a  G a s  P a r t n e r s h i p s .  
T h e  cop ie s  o f  t h e  Amended a n d  Restated C e r t i f i c a t e  of I n c o r p o r a t i o n  o f  V i r g i n i a  
Gas, t h e  A r t i c l e s  o f  I n c o r p o r a t i o n  o f  e a c h  V i r g i n i a  G a s  S u b s i d i a r y  a n d  t h e  
B y l a w s  o f  V i r g i n i a  G a s  a n d  e a c h  V i r g i n i a  G a s  S u b s i d i a r y  t h a t  h a v e  b e e n  
d e l i v e r e d  t o  N U 1  a re  c o m p l e t e  a n d  c o r r e c t  a n d  i n  f u l l  f o r c e  and e f f e c t  o n  t h e  
date  h e r e o f .  

S e c t i o n  5 . 2 .  C a p i t a l i z a t i o n .  V i r g i n i a  G a s '  a u t h o r i z e d  e q u i t y  c a p i t a l i z a t i o n  
c o n s i s t s  o f  100 ,000 ,000 s h a r e s  of V i r g i n i a  G a s  Common S t o c k ,  $.001 par  v a l u e  
per s h a r e ,  a n d  1,000,000 s h a r e s  of p r e f e r r e d  s t o c k ,  n o  par value per s h a r e .  A s  
of  t h e  c lose o f  b u s i n e s s  o n  May 2 3 ,  2000:  ( i )  5 ,504 ,906 shares  o f  V i r g i n i a  G a s  
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Common S t o c k  a n d  n o  s h a r e s  of V i r g i n i a  G a s  p r e f e r r e d  s t o c k  w e r e  i s s u e d  and 
o u t s t a n d i n g ,  ( i i )  260,000 s h a r e s  o f  V i r g i n i a  G a s  Common S t o c k  w e r e  s u b l e c t  t o  
o u t s t a n d i n g  o p t i o n s  i s s u e d  pursuant t o  t h e  V i r g i n i a  G a s  C o m p a n y  1 9 9 8  S t o c k  
O p t i o n  P l a n ,  ( i i i)  10,000 s h a r e s  o f  V i r g i n i a  G a s  Common S t o c k  w e r e  s u b j e c t  t o  
o u t s t a n d i n g  o p t i o n s  i s s u e d  t o  a n  e x e c u t i v e  o f f i c e r  of V i r g i n i a  G a s  p u r s u a n t  t o  
t h a t  c e r t a i n  L e t t e r  A g r e e m e n t ,  da t ed  O c t o b e r  30, 1 9 9 7 ,  a n d  ( i v )  w a r r a n t s  t o  
p u r c h a s e  9 4 3 , 1 4 9  s h a r e s  o f  V i r g i n i a  G a s  Common S t o c k  a t  $ 9 . 9 0  per s h a r e  w e r e  
O u t s t a n d i n g .  S u c h  s h a r e s  o f  V i r g i n i a  G a s  Common S t o c k  c o n s t i t u t e d  a l l  o f  t h e  
i s s u e d  and o u t s t a n d i n g  s h a r e s  o f  c a p i t a l  stock of  V i r g i n i a  G a s  a s  o f  s u c h  d a t e .  
A l l  i s s u e d  a n d  o u t s t a n d i n g  s h a r e s  of V i r g i n i a  G a s  Common S t o c k  h a v e  b e e n  d u l y  
a u t h o r i z e d  a n d  v a l i d l y  i s s u e d  a n d  a r e  f u l l y  pa id  a n d  n o n a s s e s s a b l e ,  a re  n o t  
s u b j e c t  t o  a n d  h a v e  n o t  b e e n  i s s u e d  i n  v i o l a t i o n  of a n y  p r e e m p t i v e  r i g h t s  a n d  
h a v e  n o t  b e e n  i s s u e d  i n  v i o l a t i o n  o f  a n y  federa l  or s t a t e  s e c u r i t i e s  l a w s .  A l l  
of t h e  o u t s t a n d i n g  s h a r e s  of  c a p i t a l  s t o c k  of t h e  V i r g i n i a  G a s  S u b s i d i a r i e s  a re  
v a l i d l y  i s s u e d ,  f u l l y  pa id  a n d  n o n a s s e s s a b l e  a n d  are ,  except as disc losed  o n  
E x h i b i t  1 . 6 5  a t t a c h e d  h e r e t o ,  o w n e d  by V i r g i n i a  G a s ,  d i r e c t l y  o r  i n d i r e c t l y ,  
f r e e  a n d  c l ea r  of  all l i e n s ,  claims, c h a r g e s  o r  e n c u m b r a n c e s .  E x c e p t  f o r  t h e  
d e c l a r a t i o n  a n d  p a y m e n t  of d i v i d e n d s  i n  t h e  o r d i n a r y  c o u r s e  o f  b u s i n e s s ,  
V i r g i n i a  G a s  h a s  n o t ,  s u b s e q u e n t  t o  D e c e m b e r  31, 1999,  declared o r  pa id  a n y  
d i v i d e n d  o n ,  o r  d e c l a r e d  o r  made a n y  d i s t r i b u t i o n  w i t h  respect t o ,  o r  
a u t h o r i z e d  o r  e f f e c t e d  a n y  s p l i t - u p  o r  a n y  o t h e r  r e c a p i t a l i z a t i o n  o f ,  a n y  of 
t h e  V i r g i n i a  G a s  Common S t o c k ,  o r  d i r e c t l y  or i n d i r e c t l y  redeemed, p u r c h a s e d  O K  

o t h e r w i s e  a c q u i r e d  a n y  of i t s  o u t s t a n d i n g  c a p i t a l  s t o c k  or agreed t o  t a k e  any  
s u c h  a c t i o n  a n d  w i l l  n o t  t a k e  a n y  s u c h  a c t i o n  d u r i n g  t h e  per iod  b e t w e e n  t h e  
da te  o f  t h i s  A g r e e m e n t  a n d  t h e  E f f e c t i v e  T i m e .  E x c e p t  a s  set  f o r t h  o n  E x h i b i t  
5 . 2  a t t a c h e d  h e r e t o ,  t h e r e  a re  n o  o u t s t a n d i n g  o p t i o n s ,  w a r r a n t s ,  s u b s c r i p t i o n s  
OK o t h e r  r i g h t s  t o  p u r c h a s e  o r  a c q u i r e  a n y  c a p i t a l  stock of V i r g i n i a  G a s  o r  a n y  
of t h e  V i r g i n i a  G a s  S u b s i d i a r i e s ,  a n d  t h e r e  are n o  C o n t r a c t s  p u r s u a n t  to w h i c h  
V i r g i n i a  G a s  or any of t h e  V i r g i n i a  G a s  S u b s i d i a r i e s  is b o u n d  t o  s e l l  o r  i s s u e  
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a n y  s h a r e s  of i t s  c a p i t a l  s t o c k .  N e i t h e r  V i r g i n i a  G a s  n o r  a n y  V i r g i n i a  G a s  
S u b s i d i a r y  1 s  a p a r t y  t o  a n y  v o t i n g  a g r e e m e n t ,  v o t i n g  t r u s t  o r  s imi la r  
a r r a n g e m e n t  w i t h  respect t o  V i r g i n i a  G a s  Common S t o c k  o r  t h e  v o t i n g  s t o c k  o f  
a n y  V i r g i n i a  G a s  S u b s i d i a r y  a n d ,  except as set f o r t h  on E x h i b i t  5 . 2  a t t a c h e d  
h e r e t o ,  t o  t h e  K n o w l e d g e  o f  V i r g i n i a  G a s ,  n o  h o l d e r  o f  V i r g i n i a  G a s  Common 
S t o c k  o r  t h e  v o t i n g  s t o c k  of  a n y  V i r g i n i a  G a s  S u b s i d i a r y  is a p a r t y  t o  a n y  s u c h  
a r r a n g e m e n t .  A l l  o u t s t a n d i n g  s h a r e s  of V i r q i n i a  G a s  Common S t o c k  a r e  d u l y  
l i s t e d  f o r  i n c l u s i o n  o n  Nasdaq. 

S e c t i o n  5 .3 .  A u t h o r i t y  R e l a t i v e  t o  t h i s  A g r e e m e n t .  T h e  e x e c u t i o n ,  d e l i v e r y  
a n d  p e r f o r m a n c e  o f  t h i s  A g r e e m e n t  a n d  o f  a l l  o f  t h e  o t h e r  d o c u m e n t s  a n d  
i n s t r u m e n t s  r e q u i r e d  h e r e b y  by V i r g i n i a  G a s  a r e ,  w i t h i n  t h e  corporate  power of 
V i r g i n i a  G a s .  The  e x e c u t i o n  a n d  d e l i v e r y  of t h i s  A g r e e m e n t  a n d  t h e  c o n s u m m a t i o n  
of t h e  t r a n s a c t i o n s  c o n t e m p l a t e d  h e r e b y  h a v e  b e e n  d u l y  a u t h o r i z e d  by t h e  B o a r d  
o f  D i r e c t o r s  o f  V i r q i n i a  G a s  a n d  no o t h e r  c o r p o r a t e  p r o c e e d i n g s  o n  t h e  pa r t  o f  
V i r g i n i a  G a s  are n e c e s s a r y  t o  a u t h o r i z e  t h i s  A g r e e m e n t  o r  t o  c o n s u m m a t e  t h e  
t r a n s a c t i o n s  c o n t e m p l a t e d  h e r e i n  ( o t h e r  t h a n ,  w i t h  respect t o  t h e  M e r g e r ,  t h e  
a d o p t i o n  o f  t h i s  A g r e e m e n t  by a m a j o r i t y  of t h e  o u t s t a n d i n g  s h a r e s  of V i r g i n i a  
G a s  Common S t o c k  e n t i t l e d  t o  v o t e  t h e r e o n ) .  T h i s  A g r e e m e n t  and a l l  of t h e  o t h e r  
d o c u m e n t s  a n d  i n s t r u m e n t s  r e q u i r e d  h e r e b y  h a v e  b e e n  o r  w i l l  be d u l y  a n d  v a l i d l y  
e x e c u t e d  a n d  d e l i v e r e d  by V i r g i n i a  G a s  a n d  ( a s s u m i n g  t h e  d u e  a u t h o r i z a t i o n ,  
e x e c u t i o n  a n d  d e l i v e r y  h e r e o f  a n d  t h e r e o f  b y  N U 1  a n d  Merger S u b s i d i a r y  a s  
n e c e s s a r y )  c o n s t i t u t e  o r  w i l l  c o n s t i t u t e  v a l i d  a n d  b i n d i n g  a g r e e m e n t s  o f  
V i r g i n i a  G a s ,  e n f o r c e a b l e  a g a i n s t  V i r g i n i a  G a s  i n  a c c o r d a n c e  w i t h  t h e i r  
respective terms. 

S e c t i o n  5 . 4 .  C o n s e n t s  a n d  A p p r o v a l s ;  No V i o l a t i o n s .  E x c e p t  f o r  ( a )  a n y  
a p p l i c a b l e  r e q u i r e m e n t s  of t h e  S e c u r i t i e s  A c t ,  t h e  E x c h a n g e  A c t ,  t h e  WSR A c t ,  
a n d  a n y  app l i cab le  f i l i n g s  u n d e r  s t a t e  s e c u r i t i e s ,  " B l u e  Sky" or  t a k e o v e r  l a w s ,  
( b )  t h e  f i l i n g  a n d  r e c o r d a t i o n  of a c e r t i f i c a t e  o f  m e r g e r  a s  r e q u i r e d  by t h e  
DGCL, ( c )  a n y  r e q u i r e d  a p p r o v a l s  o f  t h e  VSCC a n d  FERC and  (d) t h o s e  r e q u i r e d  
f i l i n g s ,  r e g i s t r a t i o n s ,  c o n s e n t s  a n d  approvals  l i s t e d  o n  E x h i b i t  5.4 a t t a c h e d  
h e r e t o  ( t h e  m a t t e r s  r e f e r r e d  t o  i n  c l a u s e s  ( c )  a n d  ( d )  b e i n g  c o l l e c t i v e l y  
r e f e r r e d  t o  a s  t h e  " V i r g i n i a  G a s  R e q u i r e d  C o n s e n t s " ) ,  no f i l i n g  or r e g i s t r a t i o n  
w i t h ,  a n d  n o  permi t ,  a u t h o r i z a t i o n ,  c o n s e n t  or a p p r o v a l  o f ,  a n y  p u b l i c  body or 
a u t h o r i t y  o r  a n y  t h i r d  p a r t y  is n e c e s s a r y  o r  r e q u i r e d  i n  c o n n e c t i o n  w i t h  t h e  
e x e c u t i o n  a n d  d e l i v e r y  o f  t h i s  A g r e e m e n t  by V i r g i n i a  G a s  o r  for t h e  
c o n s u m m a t i o n  by V i r g i n i a  G a s  o f  t h e  t r a n s a c t i o n s  c o n t e m p l a t e d  by t h i s  
A g r e e m e n t .  A s s u m i n g  t h a t  a l l  f i l i n g s ,  r e g i s t r a t i o n s ,  p e r m i t s ,  a u t h o r i z a t i o n s ,  
c o n s e n t s  a n d  a p p r o v a l s  c o n t e m p l a t e d  by t h e  i m m e d i a t e l y  p r e c e d i n q  s e n t e n c e  h a v e  
b e e n  d u l y  made or o b t a i n e d ,  n e i t h e r  t h e  e x e c u t i o n ,  d e l i v e r y  a n d  p e r f o r m a n c e  o f  
t h i s  A g r e e m e n t  n o r  t h e  c o n s u m m a t i o n  o f  t h e  t r a n s a c t i o n s  c o n t e m p l a t e d  h e r e b y  by 
V i r g i n i a  G a s  w i l l  (1) c o n f l i c t  w i t h  o r  r e s u l t  i n  a n y  b r e a c h  o f  a n y  p r o v i s i o n  of 
t h e  
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C e r t i f i c a t e s  o r  A r t i c l e s  of I n c o r p o r a t i o n ,  b y l a w s  o r  o t h e r  a r q a n i z a t i o n a l  
d o c u m e n t s  of V i r g i n i a  G a s  o r  a n y  V i r g i n i a  G a s  S u b s i d i a r y ,  ( i l l  r e s u l t  in a 
v i o l a t i o n  o r  b r e a c h  o f ,  o r  c o n s t i t u t e  ( w i t h  o r  w i t h o u t  d u e  n o t i c e  o r  lapse  of 
t i m e  or b o t h )  a d e f a u l t  (or g i v e  r ise  t o  a n y  r i g h t  of t e r m i n a t i o n ,  c a n c e l l a t i o n  
o r  a c c e l e r a t i o n )  u n d e r ,  or o t h e r w i s e  r e s u l t  i n  a n y  d i m i n u t i o n  of  a n y  o f  t h e  
r i g h t s  of V i r g i n i a  G a s  o r  t h e  V i r g i n i a  G a s  S u b s i d i a r i e s  w i t h  respect t o ,  a n y  of 
t h e  terms, c o n d i t i o n s  or p r o v i s i o n s  o f  a n y  n o t e ,  b o n d ,  m o r t g a g e ,  i n d e n t u r e ,  
l i c e n s e ,  C o n t r a c t  o r  o t h e r  i n s t r u m e n t  o r  o b l i g a t i o n  t o  w h i c h  V i r g i n i a  G a s  o r  
a n y  V i r g i n i a  G a s  S u b s i d i a r y  i s  a p a r t y  or by w h i c h  i t  o r  a n y  of t h e m  o r  a n y  o f  
t h e i r  p r o p e r t i e s  o r  assets may be  b o u n d  or ( i i i)  v i o l a t e  a n y  order ,  w r i t ,  
i n j u n c t i o n ,  d e c r e e ,  s t a t u t e ,  r u l e  o r  r e g u l a t i o n  appl icable  t o  V i r g i n i a  G a s  o r  
a n y  V i r g i n i a  G a s  S u b s i d i a r y  o r  a n y  o f  t h e i r  p r o p e r t i e s  or  assets e x c e p t ,  i n  t h e  
case of c l a u s e s  (11) or ( i l l )  a b o v e ,  for v i o l a t i o n s ,  b r e a c h e s  o r  d e f a u l t s  t h a t  
w o u l d  n o t  h a v e  a Material A d v e r s e  E f f e c t  o n  t h e  V i r g i n i a  G a s  C o m p a n i e s  a n d  t h a t  
w i l l  n o t  p r e v e n t  o r  d e l a y  t h e  c o n s u m m a t i o n  of  t h e  t r a n s a c t i o n s  c o n t e m p l a t e d  
h e r e b y .  

S e c t i o n  5 . 5 .  R e p o r t s .  

( a )  E x c e p t  as set f o r t h  o n  E x h i b i t  5 .5  a t t a c h e d  h e r e t o ,  t h e  f i l i n g s  
r e q u i r e d  t o  be m a d e  by V i r g i n i a  G a s  s i n c e  J a n u a r y  1, 1997,  u n d e r  Nasdaq 
r u l e s ,  t h e  S e c u r i t i e s  A c t ,  t h e  E x c h a n g e  A c t ,  t h e  N a t u r a l  G a s  A c t  a n d  
app l i cab le  L a w s  a n d  r e g u l a t i o n s  h a v e  b e e n  f i l e d  w i t h  Nasdaq a n d  e a c h  
a p p l i c a b l e  G o v e r n m e n t a l  A u t h o r i t y ,  i n c l u d i n g  t h e  SEC, FERC a n d  t h e  VSCC, 
a n d  V i r g i n i a  Gas h a s  complied i n  a l l  m a t e r i a l  respects w i t h  a l l  
r e q u i r e m e n t s  o f  s u c h  a c t s ,  l a w s  a n d  r u l e s  a n d  r e g u l a t i o n s  t h e r e u n d e r ,  
except t o  t h e  e x t e n t  a n y  s u c h  f a i l u r e  t o  comply w o u l d  n o t  h a v e  a Material 
A d v e r s e  Effect o n  t h e  V i r g i n i a  G a s  C o m p a n i e s .  
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( b )  T h e  V i r g i n i a  G a s  S E C  Reports c o m p l i e d ,  as o f  t h e i r  r e s p e c t i v e  d a t e s  
o f  f i l i n g  ( a n d  a n y  V i r g i n i a  G a s  SEC R e p o r t s  f i l e d  a f t e r  t h e  d a t e  h e r e o f  
w i l l  c o m p l y ) ,  i n  all m a t e r i a l  respects w i t h  a l l  appl icable  r e q u i r e m e n t s  o f  
t h e  S e c u r i t i e s  A c t ,  t h e  E x c h a n g e  A c t  a n d  t h e  r u l e s  a n d  r e g u l a t i o n s  of t h e  
SEC.  A s  of  t h e i r  r e s p e c t i v e  d a t e s ,  n o n e  of  s u c h  f o r m s ,  r e p o r t s  or 
d o c u m e n t s ,  i n c l u d i n g ,  w i t h o u t  l i m i t a t i o n ,  a n y  f i n a n c i a l  s t a t e m e n t s  o r  
s c h e d u l e s  i n c l u d e d  t h e r e i n ,  c o n t a i n e d  ( a n d  n o n e  of t h e  V i r g i n i a  G a s  SEC 
R e p o r t s  f i l e d  a f t e r  t h e  date  h e r e o f  w i l l  c o n t a i n )  a n y  u n t r u e  s t a t e m e n t  o f  a 
m a t e r i a l  f a c t  o r  o m i t t e d  ( o r  w i l l  o m i t )  t o  s t a t e  a m a t e r i a l  f a c t  r e q u i r e d  
t o  be s t a t e d  t h e r e i n  o r  n e c e s s a r y  i n  o r d e r  t o  m a k e  t h e  s t a t e m e n t s  t h e r e i n  
n o t  m i s l e a d i n g  i n  l i g h t  of t h e  c i r c u m s t a n c e s  u n d e r  w h i c h  t h e y  w e r e  m a d e .  
E a c h  of t h e  b a l a n c e  s h e e t s  ( i n c l u d i n g  t h e  re la ted  n o t e s  a n d  s c h e d u l e s )  
i n c l u d e d  i n  t h e  V i r g i n i a  Gas SEC R e p o r t s  f a i r l y  p r e s e n t e d  t h e  c o n s o l i d a t e d  
f i n a n c i a l  p o s i t i o n  o f  t h e  V i r g i n i a  G a s  C o m p a n i e s  a s  o f  t h e  r e s p e c t i v e  d a t e s  
t h e r e o f ,  a n d  t h e  o t h e r  r e l a t e d  f i n a n c i a l  s t a t e m e n t s  ( i n c l u d i n g  t h e  re la ted  
n o t e s  a n d  s c h e d u l e s )  i n c l u d e d  t h e r e i n  f a i r l y  p r e s e n t e d  t h e  r e s u l t s  o f  
o p e r a t i o n s  a n d  c a s h  f l o w s  of  t h e  V i r g i n i a  G a s  C o m p a n i e s  for t h e  r e s p e c t i v e  
f i s c a l  per iods  o r  as of t h e  r e s p e c t i v e  dates  set f o r t h  t h e r e i n .  E a c h  of t h e  
f i n a n c i a l  s t a t e m e n t s  ( i n c l u d i n g  t h e  r e l a t e d  n o t e s  a n d  s c h e d u l e s )  i n c l u d e d  
i n  t h e  V i r g i n i a  G a s  SEC Reports ( a )  c o m p l i e d  a s  t o  f o r m  w i t h  t h e  a p p l i c a b l e  
a c c o u n t i n g  r e q u i r e m e n t s  a n d  r u l e s  a n d  r e g u l a t i o n s  o f  t h e  SEC, a n d  ( b )  w a s  
p r e p a r e d  i n  a c c o r d a n c e  w i t h  GAAP c o n s i s t e n t l y  a p p l i e d  d u r i n g  t h e  p e r i o d s  
p r e s e n t e d ,  except  a s  o t h e r w i s e  n o t e d  t h e r e i n  a n d  s u b l e c t  t o  n o r m a l  year-end 
a n d  a u d i t  a d 2 u s t m e n t s  i n  t h e  case o f  a n y  u n a u d i t e d  i n t e r i m  f i n a n c i a l  
s t a t e m e n t s .  E x c e p t  for V i r g i n i a  G a s ,  n o n e  o f  t h e  V i r g i n i a  G a s  C o m p a n i e s  i s  
r e q u i r e d  t o  f i l e  a n y  f o r m s ,  r e p o r t s  o r  o t h e r  d o c u m e n t s  w i t h  t h e  SEC, 
N a s d a q ,  t h e  N Y S E  o r  a n y  o t h e r  f o r e i g n  o r  domestic s e c u r i t i e s  e x c h a n g e  o r  
G o v e r n m e n t a l  A u t h o r i t y  w i t h  j u r i s d i c t i o n  o v e r  s e c u r i t i e s  l a w s .  E x c e p t  a s  
set f o r t h  o n  E x h i b i t  5 . 5  a t t a c h e d  h e r e t o ,  s i n c e  D e c e m b e r  31, 1998,  V i r g i n i a  
G a s  h a s  t i m e l y  f i l e d  a l l  r e p o r t s ,  r e g i s t r a t i o n  s t a t e m e n t s  a n d  o t h e r  f i l i n g s  
r e q u i r e d  t o  be f i l e d  by i t  w i t h  t h e  SEC u n d e r  t h e  E x c h a n q e  A c t .  

S e c t i o n  5 . 6 .  A b s e n c e  of  C e r t a i n  E v e n t s .  E x c e p t  a s  s e t  f o r t h  i n  t h e  V i r g i n i a  
G a s  SEC Reports  f i l e d  p r i o r  t o  t h e  d a t e  of  t h i s  A g r e e m e n t  o r  a s  o t h e r w i s e  
s p e c i f i c a l l y  d i s c l o s e d  i n  E x h i b i t  5 . 6  a t t a c h e d  h e r e t o ,  s i n c e  December 31, 1 9 9 8 ,  
n e i t h e r  V i r g i n i a  G a s  n o r  a n y  of t h e  V i r g i n l a  G a s  S u b s i d i a r i e s  ( e x c l u d i n g  t h e  
V i r g i n i a  G a s  A f f i l i a t e s )  a n d ,  t o  t h e  K n o w l e d g e  of V i r g i n i a  G a s ,  n o n e  o f  t h e  
V i r g i n i a  G a s  A f f i l i a t e s ,  h a s  s u f f e r e d  a n y  c h a n g e  i n  i t s  b u s i n e s s ,  f i n a n c i a l  
c o n d i t i o n  o r  r e s u l t s  of o p e r a t l o n s  t h a t  h a s  h a d  or w i l l  h a v e  a Material A d v e r s e  
E f f e c t  u p o n  t h e  V i r g i n i a  G a s  C o m p a n i e s .  E x c e p t  a s  d i sc losed  i n  t h e  V i r g i n i a  G a s  
SEC Repor t s  f i l e d  p r i o r  t o  t h e  da t e  o f  t h i s  A g r e e m e n t  o r  i n  E x h i b i t  5 . 6  
a t t a c h e d  h e r e t o ,  o r  a s  o t h e r w i s e  s p e c i f i c a l l y  c o n t e m p l a t e d  by t h i s  A g r e e m e n t ,  
t h e r e  h a s  n o t  b e e n  s i n c e  D e c e m b e r  31, 1998:  ( a )  a n y  e n t r y  i n t o  a n y  a g r e e m e n t  o r  
u n d e r s t a n d i n g  o r  a n y  a m e n d m e n t  of a n y  a g r e e m e n t  or u n d e r s t a n d i n q  b e t w e e n  
V i r g i n i a  G a s  o r  a n y  of t h e  V i r g i n i a  G a s  

A-14 

S u b s i d i a r i e s  ( e x c l u d i n g  t h e  V i r g i n i a  G a s  A f f i l i a t e s )  a n d ,  t o  t h e  K n o w l e d g e  o f  
V i r g i n i a  G a s ,  b e t w e e n  a n y  o f  t h e  V i r g i n i a  Gas A f f i l i a t e s ,  on  t h e  o n e  h a n d ,  and  
a n y  of t h e i r  r e s p e c t i v e  d i r e c t o r s ,  o f f i c e r s  o r  e m p l o y e e s ,  o n  t h e  o t h e r  h a n d ,  
p r o v i d i n g  f o r  e m p l o y m e n t  o f  a n y  s u c h  d i r e c t o r ,  o f f i c e r  o r  e m p l o y e e  or a n y  
g e n e r a l  or m a t e r i a l  i n c r e a s e  i n  t h e  c o m p e n s a t i o n ,  s e v e r a n c e  o r  t e r m i n a t i o n  
b e n e f i t s  payable  or t o  b e c o m e  payable by V i r g i n i a  G a s  o r  any o f  t h e  V i r g i n i a  
G a s  S u b s i d i a r i e s  t o  a n y  o f  t h e i r  r e s p e c t i v e  d i rec tors ,  o f f i c e r s  o r  e m p l o y e e s  
(except f o r  n o r m a l  i n c r e a s e s  i n  t h e  o r d i n a r y  c o u r s e  o f  b u s i n e s s  t h a t  a r e  
c o n s i s t e n t  w i t h  past  practices a n d  t h a t ,  i n  t h e  agg rega te ,  do n o t  r e s u l t  i n  a 
m a t e r i a l  i n c r e a s e  i n  b e n e f i t s  o r  c o m p e n s a t i o n  e x p e n s e ) ,  o r  a n y  a d o p t i o n  o f  or 
i n c r e a s e  i n  a n y  b o n u s ,  i n s u r a n c e ,  p e n s i o n  o r  o t h e r  e m p l o y e e  b e n e f i t  p l a n ,  
p a y m e n t  o r  a r r a n g e m e n t  ( i n c l u d i n g ,  w i t h o u t  l i m i t a t i o n ,  t h e  g r a n t i n g  of s t o c k  
o p t i o n s  o r  s t o c k  a p p r e c i a t i o n  r i g h t s  or  t h e  a w a r d  o f  res t r ic ted s t o c k )  made t o ,  
fo r  or w i t h  a n y  s u c h  d i r e c t o r ,  o f f i c e r  o r  e m p l o y e e ;  (b) a n y  l a b o r  d i s p u t e  t h a t  
h a s  h a d  o r  i s  expected t o  h a v e  a Material A d v e r s e  E f f e c t  u p o n  the V i r g i n i a  G a s  
C o m p a n i e s ;  (c) a n y  e n t r y  by V i r g i n i a  G a s  or a n y  o f  t h e  V i r g i n i a  G a s  
S u b s i d i a r i e s  i n t o  a n y  m a t e r i a l  c o m m i t m e n t ,  a g r e e m e n t ,  l i cense  o r  t r a n s a c t i o n  
( i n c l u d i n g ,  w i t h o u t  l i m i t a t i o n ,  a n y  b o r r o w i n g ,  c a p i t a l  e x p e n d i t u r e ,  s a l e  o f  
a sse ts  o r  any m o r t g a g e ,  p l e d g e ,  l i e n  o r  e n c u m b r a n c e s  m a d e  o n  a n y  of  t h e  
p rope r t i e s  o r  a s se t s  of V i r g i n i a  G a s  o r  a n y  o f  t h e  V i r g i n i a  G a s  S u b s i d i a r i e s )  
o t h e r  t h a n  i n  t h e  o r d i n a r y  a n d  u s u a l  c o u r s e  o f  b u s i n e s s ;  (d) a n y  c h a n q e  i n  t h e  
a c c o u n t i n g  p o l i c i e s  o r  p rac t ices  o f  V i r g i n i a  G a s  o r  t h e  V i r g i n i a  Gas 
S u b s i d i a r i e s ;  ( e )  a n y  d a m a g e ,  d e s t r u c t i o n  o r  l o s s ,  w h e t h e r  c o v e r e d  by i n s u r a n c e  
o r  n o t ,  w h i c h  h a s  h a d  o r  w i l l  h a v e  a Mater ia l  A d v e r s e  E f f e c t  u p o n  t h e  V i r g i n i a  
Gas C o m p a n i e s ;  o r  ( f )  a n y  a g r e e m e n t  t o  do any o f  t h e  f o r e g o i n g .  

S e c t i o n  5 . 7 .  J o i n t  P r o x y  S t a t e m e n t / P r o s p e c t u s .  N o n e  o f  t h e  i n f o r m a t i o n  w i t h  
respect t o  t h e  V i r g i n i a  G a s  C o m p a n i e s  t o  be i n c l u d e d  i n  t h e  J o i n t  P r o x y  
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S t a t e m e n t / P r o s p e c t u s  o r  t h e  R e g i s t r a t i o n  S t a t e m e n t  w i l l ,  i n  t h e  case o f  t h e  
J o i n t  P r o x y  S t a t e m e n t / P r o s p e c t u s  o r  a n y  a m e n d m e n t s  t h e r e o f  or s u p p l e m e n t s  
t h e r e t o ,  a t  t h e  t i m e  o f  t h e  m a i l i n q  o f  t h e  J o i n t  P r o x y  S t a t e m e n t / P r o s p e c t u s  o r  
a n y  a m e n d m e n t s  t h e r e o f  o r  s u p p l e m e n t s  t h e r e t o ,  a n d  a t  t h e  t i m e  o f  t h e  S p e c i a l  
M e e t i n g ,  o r ,  i n  t h e  case o f  t h e  R e g i s t r a t i o n  S t a t e m e n t ,  a t  t h e  t i m e  i t  b e c o m e s  
e f f e c t i v e  a n d  a t  t h e  E f f e c t i v e  T i m e ,  c o n t a i n  a n y  u n t r u e  s t a t e m e n t  o f  a m a t e r i a l  
f a c t  o r  o m i t  t o  s t a t e  a n y  ma te r i a l  f a c t  r e q u i r e d  t o  be s t a t e d  t h e r e i n  o r  
n e c e s s a r y  i n  order t o  make t h e  s t a t e m e n t s  t h e r e i n ,  i n  l i g h t  o f  t h e  
c i r c u m s t a n c e s  u n d e r  w h i c h  t h e y  are  made, n o t  m i s l e a d i n g .  T h e  J o i n t  P r o x y  
S t a t e m e n t / P r o s p e c t u s  w i l l  c o m p l y  a s  t o  form i n  a l l  m a t e r i a l  respec ts  w i t h  t h e  
p r o v i s i o n s  o f  t h e  S e c u r i t i e s  A c t ,  t h e  E x c h a n g e  A c t  a n d  t h e  r u l e s  a n d  
r e g u l a t i o n s  p r o m u l g a t e d  t h e r e u n d e r ,  except  t h a t  n o  r e p r e s e n t a t i o n  i s  m a d e  by 
V i r g i n i a  G a s  w i t h  respect t o  i n f o r m a t i o n  s u p p l i e d  by NU1 or  a n y  a f f i l i a t e  o f  
N U 1  f o r  i n c l u s i o n  i n  t h e  J o i n t  P r o x y  S t a t e m e n t / P r o s p e c t u s .  

S e c t i o n  5 . 8 .  L i t i g a t i o n .  E x c e p t  a s  set f o r t h  i n  E x h i b i t  5 . 8  a t t a c h e d  h e r e t o ,  
t h e r e  i s  n o  a c t i o n ,  s u i t ,  p r o c e e d i n g  o r ,  t o  t h e  K n o w l e d g e  o f  V i r g i n i a  G a s ,  
i n v e s t i g a t i o n  p e n d i n g  o r ,  t o  t h e  K n o w l e d g e  o f  V i r g i n i a  G a s ,  t h r e a t e n e d  a g a i n s t  
or r e l a t i n g  t o  V i r g i n i a  G a s  o r  a n y  of  t h e  V i r g i n i a  Gas S u b s i d i a r i e s  a t  l a w  o r  
i n  e q u i t y ,  or b e f o r e  a n y  f e d e r a l ,  s t a t e ,  p r o v i n c i a l ,  m u n i c i p a l  or o t h e r  
g o v e r n m e n t a l  d e p a r t m e n t ,  c o m m i s s i o n ,  b o a r d ,  b u r e a u ,  a g e n c y  o r  i n s t r u m e n t a l i t y ,  
w h e t h e r  i n  t h e  U n i t e d  S t a t e s  or o t h e r w i s e ,  t h a t  is e x p e c t e d ,  i n  t h e  r e a s o n a b l e  
j u d g m e n t  of V i r g i n i a  G a s ,  t o  h a v e  a Ma te r i a l  A d v e r s e  E f f e c t  u p o n  t h e  V i r g i n i a  
G a s  C o m p a n i e s  o r  t h a t  s e e k s  r e s t r a i n t ,  p r o h i b i t i o n ,  d a m a g e s  or o t h e r  r e l i e f  i n  
c o n n e c t i o n  w i t h  t h i s  A g r e e m e n t  o r  t h e  c o n s u m m a t i o n  o f  t h e  t r a n s a c t i o n s  
c o n t e m p l a t e d  h e r e b y .  

S e c t i o n  5 . 9 .  T i t l e  t o  a n d  S u f f i c i e n c y  o f  A s s e t s ;  E a s e m e n t s  

( a )  A s  of t h e  da te  h e r e o f ,  V i r g i n i a  Gas a n d  e a c h  of t h e  V i r g i n i a  G a s  
S u b s i d i a r i e s  ( o t h e r  t h a n  t h e  V i r g i n i a  G a s  A f f i l i a t e s ) ,  a n d ,  t o  t h e  
K n o w l e d g e  of V i r g i n i a  Gas, t h e  V i r g i n i a  G a s  A f f i l i a t e s ,  o w n s ,  a n d  as  of  t h e  
E f f e c t i v e  T i m e ,  V i r g i n i a  Gas a n d  e a c h  o f  t h e  V i r g i n i a  G a s  S u b s i d i a r i e s  
( o t h e r  t h a n  t h e  V i r g i n i a  G a s  A f f i l i a t e s )  w i l l  own,  good a n d  m a r k e t a b l e  
t i t l e  t o  a l l  o f  i t s  assets ( e x c l u d i n g ,  f o r  p u r p o s e s  o f  t h i s  s e n t e n c e ,  
a s s e t s  h e l d  u n d e r  l e a s e s ) ,  f ree  a n d  clear o f  a n y  and  all m o r t g a q e s ,  l i e n s ,  
e n c u m b r a n c e s ,  c h a r g e s ,  c l a i m s ,  r e s t r i c t i o n s ,  p l e d g e s ,  s e c u r i t y  i n t e r e s t s  o r  
i m p o s i t i o n s ,  e x c e p t  a5 d i s c l o s e d  o n  E x h i b i t  5 . 9  a t t a c h e d  h e r e t o .  Except  as 
set f o r t h  o n  E x h i b i t  5 . 9  a t t a c h e d  h e r e t o ,  such a s s e t s ,  t o g e t h e r  w i t h  a l l  
assets h e l d  by V i r g i n i a  G a s  a n d  t h e  V i r g i n i a  G a s  S u b s i d i a r i e s  u n d e r  leases, 
i n c l u d e  all t a n g i b l e  a n d  i n t a n q i b l e  assets,  C o n t r a c t s  and r i g h t s  n e c e s s a r y  
or r e q u i r e d  for t h e  o p e r a t i o n  of t h e  b u s i n e s s e s  of V i r g i n i a  G a s  a n d  t h e  
V i r g i n i a  G a s  S u b s i d i a r i e s  i n  a c c o r d a n c e  w i t h  past  p rac t ice .  
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( b )  S u b j e c t  t o  o r d i n a r y  w e a r  a n d  t e a r  a n d  t o  s c h e d u l e d  o r  n e c e s s a r y  
r e p a i r s  i n  t h e  o r d i n a r y  c o u r s e  o f  b u s i n e s s ,  a l l  t a n g i b l e  a s se t s  o f  V i r g i n i a  
G a s  a n d  t h e  V i r g i n i a  G a s  S u b s i d i a r i e s  a r e  i n  g o o d  o p e r a t i n g  c o n d i t i o n  a n d  
repa i r .  

( c )  E x c e p t  a s  s e t  f o r t h  o n  E x h i b i t  5 . 9  a t t a c h e d  h e r e t o ,  t h e  b u s i n e s s e s  
o f  V i r g i n i a  G a s  a n d  t h e  V i r g i n i a  G a s  S u b s i d i a r i e s  ( o t h e r  t h a n  t h e  V i r g i n i a  
G a s  A f f i l i a t e s )  a n d ,  t o  t h e  K n o w l e d g e  of V i r g i n i a  G a s ,  t h e  b u s i n e s s e s  o f  
t h e  V i r g i n i a  G a s  A f f i l i a t e s  a re  (1 )  being operated i n  a m a n n e r  w h i c h  does 
n o t  v i o l a t e  t h e  t e r m s  o f  any E a s e m e n t s  u s e d  by V i r g i n i a  G a s  o r  t h e  V i r g i n i a  
G a s  S u b s i d i a r i e s  i n  s u c h  b u s i n e s s e s ,  ( i i )  all s u c h  E a s e m e n t s  a r e  v a l i d  a n d  
e n f o r c e a b l e  a n d  g r a n t  t h e  r i g h t s  p u r p o r t e d  to be g r a n t e d  t h e r e b y  a n d  al l .  
r i g h t s  n e c e s s a r y  t h e r e u n d e r  f o r  t h e  c u r r e n t  o p e r a t i o n  o f  s u c h  b u s i n e s s ,  
( i i i )  t h e r e  a r e  no s p a t i a l  g a p s  i n  s u c h  E a s e m e n t s  t h a t  w o u l d  impa i r  t h e  
c o n d u c t  of s u c h  b u s i n e s s  i n  any  m a n n e r  and  I i v )  no p a r t  o f  a n y  asset u s e d  
i n  c o n n e c t i o n  w i t h  p i p e l i n e  o p e r a t i o n s  is l o c a t e d  o n  property t h a t  i s  n o t  
o w n e d  i n  f e e  by V i r g i n i a  G a s  or a V i r g i n i a  G a s  S u b s i d i a r y  or s u b j e c t  t o  a n  
E a s e m e n t  i n  f avor  o f  V i r g i n i a  G a s  o r  a V i r g i n i a  C a s  S u b s i d i a r y .  

S e c t i o n  5 . 1 0 .  C o n t r a c t s .  

( a )  P r i o r  t o  t h e  da te  h e r e o f ,  V i r g i n i a  G a s  h a s  p r o v i d e d  N U 1  w i t h  a t r u e  
a n d  correct l i s t  of  a l l  o f  t h e  C o n t r a c t s  t o  w h i c h  V i r g i n i a  G a s  or a n y  
V i r g i n i a  G a s  S u b s i d i a r y  is  a p a r t y ,  w h i c h  l ist  is set f o r t h  o n  E x h i b i t  5.10 
a t t a c h e d  h e r e t o ,  a n d  t r u e  a n d  correct cop ie s  of e a c h  C o n t r a c t ,  i n  t h e  case 
o f  w r i t t e n  C o n t r a c t s ,  o r  t r u e  a n d  correct s u m m a r i e s  t h e r e o f ,  i n  t h e  case o f  
o r a l  C o n t r a c t s ,  r e q u e s t e d  by NUI, t h a t  c o n s t i t u t e :  (1) a l e a s e  o f  a n y  
i n t e r e s t  i n  a n y  rea l  p r o p e r t y ;  (11) a lease  o f  a n y  p e r s o n a l  p r o p e r t y  w i t h  
a g g r e g a t e  a n n u a l  r e n t a l  p a y m e n t s  i n  excess  of  $25 ,000;  ( iii) a n  o p t i o n  t o  
a c q u i r e  or lease a n y  i n t e r e s t  i n  r ea l  property o r  a r i g h t  of f i r s t  r e f u s a l  
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w i t h  respect t h e r e t o ;  ( i v )  a n  a g r e e m e n t  t o  p u r c h a s e  or  sell a c a p i t a l  asset 
o r  a n  i n t e r e s t  i n  a n y  b u s i n e s s  e n t i t y  for a price i n  excess of $ 2 5 , 0 0 0  or  a 
r i g h t  o f  f i r s t  r e f u s a l  w i t h  respect t h e r e t o :  ( v )  a n  a g r e e m e n t  r e l a t i n g  t o  
t h e  b o r r o w i n g  or l e n d i n g  o f  m o n e y  or t h e  p u r c h a s e  o r  sa le  of s e c u r i t i e s ;  
( v i )  a g u a r a n t y ,  c o n t r i b u t i o n  a g r e e m e n t  o r  o t h e r  a g r e e m e n t  t h a t  i n c l u d e s  a n  
i n d e m n i f i c a t i o n  o b l i g a t i o n  i n  excess o f  $25 ,000  o r  a n y  c o n t r i b u t i o n  o r  
s u p p o r t  o b l i g a t i o n ;  ( v i i )  a n  a g r e e m e n t  l i m i t i n g  i n  a n y  respect t h e  a b i l i t y  
o f  a n y  s u c h  e n t i t y  t o  c o m p e t e  i n  a n y  l i n e  o f  b u s i n e s s  or w i t h  a n y  p e r s o n ;  
( v i i i )  a c u s t o m e r  s u p p l y  o r  r e q u i r e m e n t s  a g r e e m e n t  or a n  a g r e e m e n t  w i t h  a 
v e n d o r  w i t h  a p a y m e n t  o b l i g a t i o n  o v e r  i t s  t e r m  i n  e x c e s s  of $25 ,000  t o  
w h i c h  any  s u c h  e n t i t y  is a p a r t y  or b y  w h i c h  a n y  s u c h  e n t i t y  is  b o u n d ;  ( i x )  
a n  e m p l o y m e n t ,  s e v e r a n c e ,  s e p a r a t i o n ,  c h a n g e  i n  c o n t r o l ,  o r  c o n s u l t i n g  
a g r e e m e n t  t o  w h i c h  a n y  s u c h  e n t i t y  i s  a p a r t y  o r  by w h i c h  a n y  s u c h  e n t i t y  
i s  b o u n d ;  a n d  ( x )  a n y  o t h e r  a g r e e m e n t  i n v o l v i n g  a n  a m o u n t  o v e r  i t s  t e r m  i n  
e x c e s s  of $ 2 5 , 0 0 0 .  E x c e p t  a s  s e t  f o r t h  o n  E x h i b i t  5.10 a t t a c h e d  h e r e t o ,  
V i r g i n i a  Gas a n d  e a c h  of t h e  V i r g i n i a  G a s  S u b s i d i a r i e s  ( o t h e r  t h a n  t h e  
V i r g i n i a  G a s  A f f i l i a t e s )  h a s  p e r f o r m e d  a n d ,  t o  t h e  K n o w l e d g e  of V i r g i n i a  
G a s ,  t h e  V i r g i n i a  G a s  A f f i l i a t e s  a n d  e v e r y  o t h e r  p a r t y  h a s  p e r f o r m e d ,  e a c h  
m a t e r i a l  t e r m ,  c o v e n a n t  a n d  c o n d i t i o n  o f  e a c h  o f  the C o n t r a c t s  t o  w h i c h  
V i r g i n i a  G a s  or a n y  V i r g i n i a  G a s  S u b s i d i a r y  i s  a p a r t y  t h a t  is t o  be 
p e r f o r m e d  by a n y  o f  t h e m  a t  or b e f o r e  t h e  da te  h e r e o f .  E x c e p t  a s  set f o r t h  
o n  E x h i b i t  5.10 a t t a c h e d  h e r e t o ,  n o  e v e n t  h a s  o c c u r r e d  t h a t  w o u l d ,  w i t h  t h e  
p a s s a g e  o f  t i m e  or c o m p l i a n c e  w i t h  a n y  a p p l i c a b l e  n o t i c e  r e q u i r e m e n t s  o r  
b o t h ,  c o n s t i t u t e  a d e f a u l t  by V i r g i n i a  Gas o r  a n y  V i r g i n i a  G a s  S u b s i d i a r y  
( o t h e r  t h a n  t h e  V i r g i n i a  G a s  A f f i l i a t e s )  or, t o  t h e  K n o w l e d g e  of  V i r g i n i a  

G a s ,  t h e  V i r g i n i a  G a s  A f f i l i a t e s  a n d  a n y  o t h e r  p a r t y  u n d e r  a n y  of t h e  
C o n t r a c t s  t o  w h i c h  V i r g i n i a  G a s  o r  a n y  V i r g i n i a  G a s  S u b s i d i a r y  i s  a p a r t y ,  
a n d ,  t o  t h e  K n o w l e d g e  o f  V i r g i n i a  G a s ,  n o  p a r t y  t o  a n y  of  t h e  C o n t r a c t s  t o  
w h i c h  V i r g i n i a  G a s  o r  a n y  V i r g i n i a  Gas  S u b s i d i a r y  i s  a p a r t y  i n t e n d s  t o  
cancel, t e r m i n a t e  o r  exercise  a n y  o p t i o n  u n d e r  a n y  o f  s u c h  C o n t r a c t s .  

( b )  W i t h  respect t o  e a c h  c u s t o m e r  s u p p l y  o r  r e q u i r e m e n t s  a g r e e m e n t  a n d  
e a c h  v e n d o r  a g r e e m e n t  w i t h  a p a y m e n t  o b l i g a t i o n  o v e r  i t s  t e r m  i n  e x c e s s  o f  
$25 ,000  t o  w h i c h  V i r g i n i a  G a s  or  a n y  V i r g i n i a  Gas S u b s i d i a r y  ( o t h e r  t h a n  
t h e  V i r g i n i a  G a s  A f f i l i a t e s )  i s  a p a r t y ,  a n d ,  t o  t h e  K n o w l e d g e  o f  V i r g i n i a  
Gas,  t o  w h i c h  a n y  V i r g i n i a  Gas A f f i l i a t e  is  a p a r t y ,  t h e  copy o f  s u c h  
a g r e e m e n t  t h a t  h a s  b e e n  p r o v i d e d  by V i r g i n i a  G a s  t o  N U 1  a c c u r a t e l y  
d i sc loses :  (1) t h e  r e m a i n i n g  t e r m  o f  s u c h  a g r e e m e n t ;  ( i i )  a l l  i n c e n t i v e  01 

o t h e r  p a y m e n t s  paid o r  t o  be p a i d  t h e r e u n d e r  by V i r g i n i a  G a s  o r  a n y  
V i r g i n i a  G a s  S u b s i d i a r y  a f t e r  December 31, 1 9 9 9 ;  ( i i i)  a l l  p u r c h a s e  
c o m m i t m e n t s  or m i n i m u m  p u r c h a s e  g u a r a n t e e s  b i n d i n g  o n  V i r g l n i a  

A-1 6 

G a s  o r  a n y  V i r g i n i a  Gas S u b s i d i a r y  €or p e r i o d s  a f t e r  D e c e m b e r  31, 1 9 9 9 ;  a n d  
( i v )  a n y  d e v i a t i o n  i n  t h e  e c o n o m i c  t e r m s  t h e r e o f  f r o m  a n d  a f t e r  D e c e m b e r  
31, 1 9 9 9 ,  f r o m  t h o s e  t h a t  w e r e  i n  e f f e c t  u n d e r  s u c h  a g r e e m e n t s  (or u n d e r  
a n y  s i m i l a r  predecessor a g r e e m e n t s )  o v e r  t h e  course o f  V i r g i n i a  G a s '  e n t i r e  
f i s c a l  y e a r  e n d e d  December 31, 1 9 9 9 .  

S e c t i o n  5 .11.  L a b o r  Matters .  

( a )  E x c e p t  a s  set  f o r t h  i n  E x h i b i t  5 . 1 1  a t t a c h e d  h e r e t o ,  w i t h  respect t o  
employees of V i r g i n i a  G a s  a n d  t h e  V i r g i n i a  G a s  S u b s i d i a r i e s :  (1) n o  s e n i o r  
e x e c u t i v e ,  k e y  e m p l o y e e  o r  g r o u p  o f  employees h a s ,  a s  o f  t h e  d a t e  h e r e o f ,  
g i v e n  n o t i c e  o f  h i s  or h e r  i n t e n t i o n  t o  t e r m i n a t e  e m p l o y m e n t  w i t h  a n y  o f  
V i r g i n i a  Gas or  t h e  V i r g i n i a  G a s  S u b s i d i a r i e s ;  ( i i )  t h e r e  1 s  n o  u n f a i r  
l abo r  prac t ice  c h a r g e  o r  c o m p l a i n t  a g a i n s t  V i r g i n i a  G a s  o r  a n y  V i r g i n i a  G a s  
S u b s i d i a r y  p e n d i n g  o r ,  t o  t h e  K n o w l e d g e  o f  V i r g i n i a  G a s ,  t h r e a t e n e d  b e f o r e  
t h e  N a t i o n a l  L a b o r  R e l a t i o n s  Board o r  a n y  o t h e r  c o m p a r a b l e  a u t h o r i t y ;  ( i i i )  
n o  g r i e v a n c e  or a n y  a r b i t r a t i o n  p r o c e e d i n g  a r i s i n g  o u t  of o r  u n d e r  
c o l l e c t i v e  b a r g a i n i n g  a g r e e m e n t s  i s  p e n d i n g  a n d ,  t o  t h e  K n o w l e d g e  of 
V i r g i n i a  G a s ,  n o  c l a i m s  t h e r e f o r  e x i s t  or  h a v e  been t h r e a t e n e d ;  a n d  ( i v )  
t h e r e  i s  n o  l i t i g a t i o n ,  a r b i t r a t i o n  p r o c e e d i n g ,  g o v e r n m e n t a l  i n v e s t i g a t i o n ,  
a d m i n i s t r a t i v e  c h a r g e ,  c i t a t i o n  or a c t i o n  o f  a n y  k i n d  p e n d i n g  or, t o  t h e  
K n o w l e d g e  of  V i r g i n i a  Gas, proposed o r  t h r e a t e n e d  a g a i n s t  V i r g i n i a  G a s  o r  
a n y  V i r g i n i a  G a s  S u b s i d i a r y  r e l a t i n g  to e m p l o y m e n t ,  e m p l o y m e n t  p rac t ices ,  
terms and c o n d i t i o n s  o f  e m p l o y m e n t  o r  w a g e s  a n d  h o u r s .  

( b )  N e i t h e r  V i r g i n i a  Gas n o r  a n y  V i r g i n i a  G a s  S u b s i d i a r y  (i) has a n y  
c o l l e c t i v e  b a r g a i n i n g  r e l a t i o n s h i p  or d u t y  t o  b a r g a i n  w i t h  a n y  L a b o r  
O r g a n i z a t i o n  ( a s  s u c h  term i s  d e f i n e d  i n  S e c t i o n  2 ( 5 )  o f  t h e  Na t iona l  Labor 
R e l a t i o n s  A c t ,  a s  a m e n d e d ) ;  ( i i )  h a s  r e c o g n i z e d  o r  h a s  b e e n  r e q u e s t e d  t o  
r e c o q n i z e  a n y  L a b o r  O r g a n i z a t i o n  a s  t h e  c o l l e c t i v e  b a r g a i n i n g  
r e p r e s e n t a t i v e  of a n y  o f  i t s  employees; a n d  ( i i i )  is ,  t o  t h e  K n o w l e d g e  of  
V i r g i n i a  G a s ,  t h e  s u b j e c t  of  a n y  a c t i v e  o r  t h r e a t e n e d  o r g a n i z l n g  e f f o r t  by 
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( a )  F o r  p u r p o s e s  o f  t h i s  S e c t i o n ,  t h e  t e r m  " V i r g i n i a  G a s  B e n e f i t  P l a n s "  
s h a l l  m e a n  a l l  p e n s i o n ,  r e t i r e m e n t ,  p r o f i t - s h a r i n g ,  d e f e r r e d  c o m p e n s a t i o n ,  
s t o c k  o p t i o n ,  e m p l o y e e  s t o c k  o w n e r s h i p ,  s e v e r a n c e  pay, v a c a t i o n ,  b o n u s  or  
o t h e r  i n c e n t i v e  p l a n s ,  a n d  a l l  o t h e r  e m p l o y e e  p r o g r a m s ,  a r r a n g e m e n t s  o r  
a g r e e m e n t s ,  w h e t h e r  a r r i v e d  a t  t h r o u g h  c o l l e c t i v e  b a r g a i n i n g  o r  o t h e r w l s e ,  
all medica l ,  v i s i o n ,  d e n t a l  a n d  o t h e r  h e a l t h  p l a n s ,  a l l  l i f e  i n s u r a n c e  
p l a n s ,  a n d  a l l  o t h e r  e m p l o y e e  b e n e f i t  p l a n s  o r  f r i n g e  b e n e f i t  p l a n s ,  
i n c l u d i n g ,  w i t h o u t  l i m i t a t i o n ,  a n y  "employee b e n e f i t  p l a n , "  a5  t h a t  t e r m  is  
d e f i n e d  i n  S e c t i o n  3(31 o f  ERISA,  c u r r e n t l y  adopted,  m a i n t a i n e d  by, 
s p o n s o r e d  i n  w h o l e  o r  i n  p a r t  by, o r  c o n t r i b u t e d  t o  by V i r g i n i a  G a s  o r  a n y  
of t h e  V i r g i n i a  G a s  S u b s i d i a r i e s  o r  a f f i l i a t e s  t h e r e o f  f o r  t h e  b e n e f i t  of 
e m p l o y e e s ,  r e t i r ees ,  d e p e n d e n t s ,  s p o u s e s ,  d i r e c t o r s ,  i n d e p e n d e n t  
c o n t r a c t o r s  o r  o t h e r  b e n e f i c i a r i e s  a n d  u n d e r  w h i c h  e m p l o y e e s ,  re t i rees ,  
d e p e n d e n t s ,  s p o u s e s ,  d i r e c t o r s ,  i n d e p e n d e n t  c o n t r a c t o r s ,  o r  o t h e r  
b e n e f i c i a r i e s  are e l i g i b l e  t o  p a r t i c i p a t e .  Any o f  t h e  V i r g i n i a  G a s  B e n e f i t  
P l a n s  w h i c h  i s  a n  "employee p e n s i o n  b e n e f i t  p l a n , "  a s  t h a t  t e r m  i s  d e f i n e d  
i n  Section 3 ( 2 )  of E R I S A ,  i s  referred t o  h e r e i n  a s  a " V i r g i n i a  G a s  ERISA 
P l a n .  " 

( b )  N o  V i r g i n i a  G a s  B e n e f i t  P l a n  i s  or h a s  b e e n  a m u l t i e m p l o y e r  p l a n  
w i t h i n  t h e  m e a n i n g  o f  S e c t i o n  3 ( 3 7 )  o f  ERISA n o r  h a s  V i r g i n i a  G a s  or a n y  
V i r q i n i a  G a s  S u b s i d i a r y  p a r t i c i p a t e d  i n  o r  w i t h d r a w n  f r o m  a m u l t i e m p l o y e r  
p l a n .  A l l  V i r g i n i a  Gas B e n e f i t  P l a n s  a re  i n  c o m p l i a n c e  w i t h  t h e  app l i cab le  
p r o v i s i o n s  ( i n c l u d i n g ,  w i t h o u t  l i m i t a t i o n ,  a n y  f u n d i n g  r e q u i r e m e n t s  or 
l i m i t a t i o n s )  of  ERISA, t h e  Code a n d  a n y  o t h e r  a p p l i c a b l e  L a w s ,  t h e  b r e a c h  
or v i o l a t i o n  o f  w h i c h  c o u l d  h a v e  a M a t e r i a l  A d v e r s e  E f f e c t  o n  t h e  V i r g i n i a  
G a s  C o m p a n i e s .  No V i r g i n i a  G a s  B e n e f i t  P l a n  p r o v i d e s  f o r  p o s t - r e t i r e m e n t  
medical b e n e f i t  o b l i g a t i o n s  ( w i t h o u t  r e g a r d  t o  COBRA o b l i g a t i o n s ) .  N o  
V i r g i n i a  G a s  ERISA P l a n  t h a t  i s  a d e f i n e d  b e n e f i t  p e n s i o n  p l a n  h a s  a n y  
" u n f u n d e d  c u r r e n t  l i a b i l i t y , "  a s  t h a t  t e r m  is d e f i n e d  i n  S e c t i o n  
3 0 2 ( d ) ( 8 ) ( A )  of ERISA, a n d  t h e  p r e s e n t  f a i r  m a r k e t  v a l u e  o f  t h e  a s s e t s  of 
a n y  s u c h  p l a n  e x c e e d s  t h e  p l a n ' s  " b e n e f i t  l i a b i l i t i e s , "  a s  t h a t  term i s  
d e f i n e d  i n  S e c t i o n  4 0 0 1 ( a )  ( 1 6 )  o f  E R I S A ,  w h e n  d e t e r m i n e d  u n d e r  a c t u a r i a l  
f a c t o r s  t h a t  w o u l d  a p p l y  i f  t h e  p l a n  t e r m i n a t e d  i n  a c c o r d a n c e  w i t h  all 
app l i cab le  l e g a l  r e q u i r e m e n t s .  

( c )  E x h i b i t  5 . 1 2  h e r e t o  i s  a t rue  a n d  correct l i s t  o f  a l l  V i r g i n i a  G a s  
B e n e f i t  P l a n s .  V i r g i n i a  G a s  h a s  p r o v i d e d  NU1 w i t h  access t o  t r u e  a n d  
c o r r e c t  copies  o f  e a c h  g o v e r n i n g  d o c u m e n t  f o r  e a c h  V i r g i n i a  G a s  

A-17 

B e n e f i t  P l a n ,  t o g e t h e r  w i t h  a n y  a m e n d m e n t s ,  t r u s t  a g r e e m e n t s  ( i f  
a p p l i c a b l e ) ,  i n s u r a n c e  c o n t r a c t s ,  t h e  m o s t  r e c e n t  s u m m a r y  p l a n  d e s c r i p t i o n ,  
a n n u a l  report  and a u d i t e d  f i n a n c i a l  s t a t e m e n t  f o r  e a c h  s u c h  p l a n  a n d  t h e  
a c t u a r i a l  r epo r t  f o r  a n y  V i r g i n i a  Gas B e n e f i t  P l a n  t h a t  i s  a d e f i n e d  
b e n e f i t  p e n s i o n  p l a n  o r  f u n d e d  w e l f a r e  b e n e f i t  p l a n .  W i t h  respect t o  a n y  
V i r g i n i a  G a s  B e n e f i t  P l a n ,  V i r g i n i a  G a s  h a s  r e t a i n e d  t h e  r i g h t  t o  t e r m i n a t e  
s u c h  p l an  a t  a n y  t i m e  f o r  a n y  r e a s o n .  

( d )  E x c e p t  a s  set f o r t h  o n  E x h i b i t  5 . 1 2  h e r e t o ,  (1) w i t h  respect t o  e a c h  
V i r g i n i a  G a s  B e n e f i t  P l a n  i n t e n d e d  t o  be q u a l i f i e d  u n d e r  C o d e  S e c t i o n  
4 0 1 ( a ) ,  t h e  t r u s t  f o r m i n g  a p a r t  t h e r e o f  h a s  r e c e i v e d  a f a v o r a b l e  
d e t e r m i n a t i o n  l e t te r  f r o m  t h e  IRS a s  t o  i t s  q u a l i f i c a t i o n  u n d e r  t h e  C o d e  
a n d  no f a c t  o r  c o n d i t i o n  h a s  o c c u r r e d  w h i c h  c o u l d  r e a s o n a b l y  be e x p e c t e d  t o  
r e s u l t  i n  t h e  d i s q u a l i f i c a t i o n  o f  s u c h  V i r g i n i a  G a s  B e n e f i t  P l a n  o r  
a d v e r s e l y  a f f e c t  t h e  t a x - e x e m p t  s t a t u s  o f  s u c h  t r u s t ,  ( i i )  t h e r e  are  no 
p e n d i n g  or, t o  t h e  K n o w l e d g e  o f  V i r g i n i a  Gas, t h r e a t e n e d  c l a ims  by o r  o n  
b e h a l f  o f  a n y  V i r g i n i a  G a s  B e n e f i t  P l a n s  ( o t h e r  t h a n  r o u t i n e  c l a i m s  f o r  
b e n e f i t s )  and ( i i i )  a l l  c o n t r i b u t i o n s ,  premiums a n d  b e n e f i t  p a y m e n t s  
r e q u i r e d  t o  be m a d e  o r  p a i d  by V i r g i n i a  G a s  o r  a n y  V i r g i n i a  G a s  S u b s i d i a r y  
i n  respect o f  a n y  V i r g i n i a  G a s  B e n e f i t  P l a n  h a v e  b e e n  pa id  w i t h i n  t h e  
e a r l i e s t  t i m e  r e q u i r e d  by Law o r  by t h e  V i r g i n i a  G a s  B e n e f i t  P l a n .  

S e c t i o n  5.13. T a x  Matters. 

(a) E x c e p t  a s  set f o r t h  o n  E x h i b i t  5 .13  a t t a c h e d  h e r e t o :  

( i )  V i r g i n i a  Gas a n d  e a c h  V i r g i n i a  G a s  S u b s i d i a r y  t h a t  i s  
i n c o r p o r a t e d  u n d e r  t h e  l a w s  of t h e  U n i t e d  S t a t e s  or of  a n y  o f  t h e  
U n i t e d  S t a t e s  a r e  members of  t h e  a f f i l i a t e d  g r o u p ,  w i t h i n  t h e  m e a n i n g  
of  S e c t i o n  1504(a) o f  t h e  C o d e ,  o f  w h i c h  V i r g i n i a  Gas i s  t h e  common 

http : //ccbn . ten kwi zard . com/print . php?repo=tenk&i page= 1 22 1 03 3 & attach=ON&doc= 1 5/16/2002 



10k Wizard: SEC Filings Page89of 134 

p a r e n t ,  s u c h  a f f i l i a t e d  g r o u p  f i l e s  a c o n s o l i d a t e d  f e d e r a l  i n c o m e  t a x  
r e t u r n  a n d  n e i t h e r  V i r g i n i a  G a s  n o r  a n y  of t h e  V i r g i n i a  G a s  
S u b s i d i a r i e s  h a s  e v e r  f i l e d  a c o n s o l i d a t e d  f e d e r a l  i n c o m e  t a x  r e t u r n  
w i t h  ( o r  b e e n  i n c l u d e d  i n  a c o n s o l i d a t e d  r e t u r n  o f )  a d i f f e r e n t  
a f f i l i a t e d  g r o u p ;  

( i i )  V i r g i n i a  G a s  a n d  e a c h  of t h e  V i r g i n i a  G a s  S u b s i d i a r i e s  h a s  
t i m e l y  f i l e d  o r  c a u s e d  t o  be f i l e d  all T a x  R e t u r n s  r e q u i r e d  t o  h a v e  
b e e n  f i l e d  by o r  f o r  i t ,  a n d  a l l  i n f o r m a t i o n  set  f o r t h  i n  s u c h  T a x  
R e t u r n s  i s  a c c u r a t e  a n d  c o m p l e t e  i n  a l l  ma te r i a l  r e s p e c t s ;  

( i i i )  V i r g i n i a  G a s  a n d  e a c h  of t h e  V i r g i n i a  G a s  S u b s i d i a r i e s  h a s  
paid or m a d e  a d e q u a t e  p r o v i s i o n  o n  i t s  b o o k s  a n d  records i n  a c c o r d a n c e  
w i t h  GAAP f o r  a l l  T a x e s  c o v e r e d  by s u c h  T a x  R e t u r n s ;  

( i v )  V i r g i n i a  G a s  a n d  e a c h  o f  t h e  V i r g i n i a  G a s  S u b s i d i a r i e s  is  i n  
m a t e r i a l  c o m p l i a n c e  w i t h ,  a n d  i t s  records c o n t a i n  a l l  i n f o r m a t i o n  a n d  
d o c u m e n t s  n e c e s s a r y  t o  c o m p l y  w i t h ,  a l l  app l i cab le  i n f o r m a t i o n  
r e p o r t i n g  a n d  t a x  w i t h h o l d i n g  r e q u i r e m e n t s  u n d e r  f e d e r a l ,  s t a t e ,  loca l  
a n d  f o r e i g n  L a w s ,  a n d  s u c h  records i d e n t i f y  w i t h  s p e c i f i c i t y  a l l  
a c c o u n t s  s u b j e c t  t o  w i t h h o l d i n g  u n d e r  S e c t i o n  1 4 4 1 ,  1 4 4 2  o r  3406 o f  t h e  
Code o r  s i m i l a r  p r o v i s i o n s  o f  s t a t e ,  l o c a l  o r  f o r e i g n  l a w s ;  

( v )  t h e r e  is n o t  a n  a m o u n t  o f  u n p a i d  T a x e s  d u e  a n d  payable by 
V i r g i n i a  G a s  o r  a n y  o f  t h e  V i r g i n i a  G a s  S u b s i d i a r i e s  o r  b y  a n y  o t h e r  
p e r s o n  t h a t  is  or c o u l d  become a l i e n  o n  a n y  asset  o f ,  o r  t h a t  
o t h e r w i s e  c o u l d  h a v e  a Mater ia l  A d v e r s e  E f f e c t  o n ,  t h e  V i r g i n i a  G a s  
C o m p a n i e s ;  

( v i )  V i r g i n i a  G a s  a n d  e a c h  o f  t h e  V i r g i n i a  G a s  S u b s i d i a r i e s  h a s  
c o l l e c t e d  or w i t h h e l d  a l l  T a x e s  r e q u i r e d  t o  be co l lec ted  or w i t h h e l d  by 
i t ,  a n d  a l l  s u c h  T a x e s  h a v e  b e e n  p a i d  t o  t h e  a p p r o p r i a t e  G o v e r n m e n t a l  
A u t h o r i t y  o r  s e t  a s i d e  i n  appropr i a t e  a c c o u n t s  f o r  f u t u r e  p a y m e n t  w h e n  
d u e ;  

( v i i )  n e i t h e r  V i r g i n i a  G a s  n o r  a n y  o f  t h e  V i r g i n i a  G a s  S u b s i d i a r i e s  
h a s  g r a n t e d  ( o r  is  s u b j e c t  t o )  a n y  w a i v e r ,  w h i c h  i s  c u r r e n t l y  i n  
e f f e c t ,  o f  t h e  p e r i o d  o f  l i m i t a t i o n s  f o r  t h e  a s s e s s m e n t  of a n y  T a x ;  n o  
u n p a i d  T a x  d e f i c i e n c y  h a s  b e e n  assessed or  asserted a g a i n s t ,  o r  w i t h  
respect to, V i r g i n i a  G a s  o r  a n y  of t h e  V i r g i n i a  G a s  S u b s i d i a r i e s  by a n y  
G o v e r n m e n t a l  A u t h o r i t y ;  n o  power of a t t o r n e y  r e l a t i n g  t o  T a x e s  t h a t  is 
c u r r e n t l y  i n  e f f e c t  h a s  b e e n  g r a n t e d  by, o r  w i t h  respect t o ,  V i r g i n i a  
G a s  o r  a n y  of  t h e  V i r g i n i a  G a s  S u b s i d i a r i e s ;  t h e r e  a r e  n o  c u r r e n t l y  
p e n d i n g  a d m i n i s t r a t i v e  or j u d i c i a l  p r o c e e d i n g s ,  o r  a n y  d e f i c i e n c y  o r  . 
r e f u n d  l i t i g a t i o n ,  w i t h  respect t o  T a x e s  o f  V i r q i n i a  G a s  o r  a n y  o f  t h e  
V i r g i n i a  Gas S u b s i d i a r i e s ,  t h e  a d v e r s e  o u t c o m e  of w h i c h  w o u l d  h a v e  a 
Mater ia l  A d v e r s e  E f f e c t  o n  t h e  V i r g i n i a  

A-18 

G a s  C o m p a n i e s ;  and a n y  s u c h  a s s e r t i o n ,  a s s e s s m e n t ,  p r o c e e d i n g  o r  
l i t i g a t i o n  d i s c l o s e d  i n  E x h i b i t  5 .13  h e r e t o  i s  b e i n g  c o n t e s t e d  i n  g o o d  
f a i t h  t h r o u g h  a p p r o p r i a t e  m e a s u r e s ,  a n d  i t s  s t a t u s  i s  descr ibed i n  
E x h i b i t  5.13 h e r e t o ;  

( v i i i )  n e i t h e r  V i r g i n i a  G a s  n o r  a n y  o f  t h e  V i r g i n i a  G a s  S u b s i d i a r i e s  
h a s  m a d e  or e n t e r e d  i n t o ,  or h o l d s  a n y  asset  s u b j e c t  t o ,  a c o n s e n t  
f i l e d  p u r s u a n t  t o  S e c t i o n  341(f) o f  t h e  C o d e  a n d  t h e  r e g u l a t i o n s  
t h e r e u n d e r  o r  a " s a f e  h a r b o r  lease" s u b j e c t  t o  S e c t i o n  168(f) ( 8 )  of  t h e  
I n t e r n a l  R e v e n u e  C o d e  of 1 9 5 4 ,  a s  a m e n d e d  p r i o r  t o  t h e  D e f i c i t  
R e d u c t i o n  A c t  o f  1 9 8 4 ,  a n d  t h e  r e g u l a t i o n s  t h e r e u n d e r :  

(ix) n e i t h e r  V i r g i n i a  G a s  n o r  any of t h e  V i r g i n i a  G a s  S u b s i d i a r i e s  
i s  r e q u i r e d  t o  i n c l u d e  i n  i n c o m e  a n y  a m o u n t  f r o m  a n  a d j u s t m e n t  p u r s u a n t  
t o  S e c t i o n  481 o f  t h e  C o d e  o r  t h e  r e g u l a t i o n s  t h e r e u n d e r  or a n y  s i m i l a r  
p r o v i s i o n  o f  s t a t e  or  l o c a l  Law, a n d  V i r g i n i a  G a s  h a s  n o  K n o w l e d g e  t h a t  
a n y  G o v e r n m e n t a l  A u t h o r i t y  h a s  proposed a n y  s u c h  a d l u s t m e n t ;  

( x )  n e i t h e r  V i r g i n i a  G a s  n o r  any of t h e  V i r g i n i a  Gas S u b s i d i a r i e s  is 
o b l i g a t e d  t o  m a k e  a n y  p a y m e n t s ,  o r  i s  a p a r t y  t o  a n y  C o n t r a c t  t h a t  
c o u l d  o b l i g a t e  i t  t o  m a k e  a n y  p a y m e n t s ,  t h a t  w o u l d  n o t  be d e d u c t i b l e  by 
r e a s o n  o f  S e c t i o n s  162(m) o r  2 8 0 G  o f  t h e  Code; 

( x i )  t h e r e  a r e  n o  e x c e s s  l o s s  a c c o u n t s  o r  deferred i n t e r c o m p a n y  
g a i n s  w i t h  respect t o  a n y  member o f  t h e  a f f i l i a t e d  g r o u p  o f  w h i c h  
V i r g i n i a  G a s  i s  t h e  common p a r e n t  w h i c h  w o u l d  h a v e  a Material A d v e r s e  
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( x i i )  t h e  most r e c e n t  a u d i t e d  c o n s o l i d a t e d  b a l a n c e  s h e e t  i n c l u d e d  i n  
t h e  V i r g i n i a  G a s  SEC R e p o r t s  f u l l y  a n d  p r o p e r l y  ref lects ,  i n  all 
mate r i a l  respects ,  a s  o f  t h e  da te  t h e r e o f ,  t h e  l i a b i l i t i e s  o f  V i r g i n i a  
G a s  a n d  t h e  V i r g i n i a  G a s  S u b s i d i a r i e s  for a l l  a c c r u e d  T a x e s  a n d  
d e f e r r e d  l i a b i l i t y  f o r  T a x e s  a n d ,  fo r  pe r iods  e n d i n g  a f t e r  s u c h  d a t e ,  
t h e  b o o k s  a n d  records o f  e a c h  s u c h  c o r p o r a t i o n  f u l l y  a n d  properly 
r e f l e c t  i t s  l i a b i l i t y  f o r  a l l  a c c r u e d  T a x e s ;  

( x i i i )  s i n c e  A p r i l  1 6 ,  1997,  n e i t h e r  V i r g i n i a  G a s  n o r  a n y  V i r g i n i a  
Gas S u b s i d i a r y  h a s  d i s t r i b u t e d  t o  t h e i r  r e s p e c t i v e  s t o c k h o l d e r s  o r  
s e c u r i t y  h o l d e r s  stock O K  s e c u r i t i e s  of a c o n t r o l l e d  c o r p o r a t i o n  i n  a 
t r a n s a c t i o n  t o  w h i c h  S e c t i o n  3 5 5 ( a )  o f  t h e  C o d e  app l i e s ;  a n d  

( x i v )  V i r g i n i a  G a s  i s  n o t ,  a n d  h a s  n o t  b e e n  a t  any t i m e  w i t h i n  t h e  
last f i v e  years, a " U n i t e d  S t a t e s  r e a l  p r o p e r t y  h o l d i n g  c o r p o r a t i o n "  
f o r  p u r p o s e s  of  S e c t i o n  8 9 7  o f  t h e  C o d e .  

( b )  E x h i b i t  5.13 descr ibes  a l l  mater ia l  a n d  c o n t i n u i n g  T a x  e l e c t i o n s ,  
c o n s e n t s  a n d  a g r e e m e n t s  m a d e  by o r  a f f e c t i n g  V i r g i n i a  G a s  o r  a n y  V i r g i n i a  
G a s  S u b s i d i a r y ,  l i s t s  a l l  t ypes  o f  m a t e r i a l  T a x e s  p a i d  a n d  T a x  R e t u r n s  
f i l e d  by o r  o n  b e h a l f  o f  V i r g i n i a  G a s  o r  a n y  V i r g i n i a  G a s  S u b s i d i a r y  a n d  
express ly  i n d i c a t e s  each T a x  w i t h  respect t o  w h i c h  V i r g i n i a  G a s  o r  a n y  
V i r g i n i a  G a s  S u b s i d i a r y  i s  or  h a s  b e e n  i n c l u d e d  i n  a c o n s o l i d a t e d ,  u n i t a r y  
o r  c o m b i n e d  r e t u r n .  

S e c t i o n  5 . 1 4 .  C o m p l i a n c e  w i t h  Law.  T h e  c o n d u c t  o f  t h e  b u s i n e s s e s  o f  V i r g i n i a  
G a s  and t h e  V i r g i n i a  G a s  S u b s i d i a r i e s  a n d  t h e i r  u s e  of t h e i r  a sse t s  does n o t  
v i o l a t e  o r  c o n f l i c t ,  a n d  h a s  n o t  v i o l a t e d  o r  c o n f l i c t e d ,  w i t h  a n y  Law, w h i c h  
v i o l a t i o n  o r  c o n f l i c t  c o u l d  h a v e  a Mater ia l  A d v e r s e  E f f e c t  o n  t h e  V i r g i n i a  G a s  
C o m p a n i e s .  

S e c t i o n  5 .15.  T r a n s a c t i o n s  W i t h  A f f i l i a t e s .  E x c e p t  a s  se t  f o r t h  i n  E x h i b i t  
5 .15  a t t a c h e d  h e r e t o ,  s i n c e  December 31, 1 9 9 8 ,  n e i t h e r  V i r g i n i a  G a s  n o r  a n y  of 
t h e  V i r g i n i a  G a s  S u b s i d i a r i e s  h a s ,  i n  t h e  o r d i n a r y  c o u r s e  o f  b u s i n e s s  o r  
o t h e r w i s e ,  ( i )  p u r c h a s e d ,  l e a sed  o r  o t h e r w i s e  acqu i r ed  a n y  p rope r ty  or  a s se t s  
o r  o b t a i n e d  a n y  s e r v i c e s  f r o m ,  ( i i )  s o l d ,  l e a s e d  o r  o t h e r w i s e  d i s p o s e d  o f  a n y  
p r o p e r t y  o r  a sse t s  o r  p r o v i d e d  a n y  s e r v i c e s  t o  ( e x c e p t  w i t h  respect t o  
r e m u n e r a t i o n  for s e r v i c e s  r e n d e r e d  i n  t h e  o r d i n a r y  c o u r s e  o f  b u s i n e s s  as a 
d i r e c t o r ,  o f f i c e r  o r  employee of  o n e  o r  more o f  V i r g i n i a  G a s  o r  a n y  V i r g i n i a  
G a s  S u b s i d i a r y ) ,  ( i i i )  e n t e r e d  i n t o  o r  m o d i f i e d  i n  a n y  m a n n e r  a n y  C o n t r a c t  
w i t h ,  o r  ( i v )  b o r r o w e d  a n y  money f r o m ,  o r  m a d e  o r  f o r g i v e n  a n y  l o a n  o r  o t h e r  
a d v a n c e  t o ,  a n y  O t h e r  V i r g i n i a  G a s  I n t e r e s t e d  P e r s o n  t h a t ,  c o n s i d e r i n g  t h e  
m a t t e r s  set f o r t h  i n  c l a u s e s  (1) t h r o u g h  ( i v )  i n  t h e  a g g r e g a t e ,  e x c e e d e d  a 
v a l u e  o f  $75 ,000 .  E x c e p t  a s  set  f o r t h  i n  E x h i b i t  5.15, ( i )  t h e  C o n t r a c t s  o f  
V i r q i n i a  G a s  a n d  t h e  V i r g i n i a  G a s  S u b s i d i a r i e s  do n o t  i n c l u d e  a n y  o b l i q a t i o n  O K  

c o m m i t m e n t  b e t w e e n  
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V i r g i n i a  G a s  o r  a n y  o f  t h e  V i r g i n i a  G a s  S u b s i d i a r i e s ,  o n  t h e  o n e  h a n d ,  a n d  a n y  
O t h e r  V i r g i n i a  G a s  I n t e r e s t e d  P e r s o n ,  o n  t h e  o t h e r  h a n d ,  ( i i )  t h e  a s se t s  of  
V i r g i n i a  G a s  a n d  t h e  V i r g i n i a  G a s  S u b s i d i a r i e s  do n o t  i n c l u d e  a n y  r e c e i v a b l e  o r  
o t h e r  o b l i g a t i o n  o r  c o m m i t m e n t  f r o m  a n y  O t h e r  V i r g i n i a  Gas I n t e r e s t e d  P e r s o n  
t h a t ,  ~n t h e  a g g r e g a t e ,  e x c e e d s  a v a l u e  o f  $ 7 5 , 0 0 0  a n d  ( i i l )  t h e  l i a b i l i t i e s  of 
V i r g i n i a  G a s  a n d  t h e  V i r g i n i a  G a s  S u b s i d i a r i e s  d o  n o t  i n c l u d e  a n y  payable or 
o t h e r  o b l i g a t i o n  o r  c o m m i t m e n t  t o  a n y  O t h e r  V i r g i n i a  G a s  I n t e r e s t e d  P e r s o n  
t h a t ,  i n  t h e  a g g r e g a t e ,  e x c e e d s  a v a l u e  o f  $ 7 5 , 0 0 0 .  E x c e p t  a s  set f o r t h  i n  
E x h i b i t  5 .15  h e r e t o ,  n o  O t h e r  V i r g i n i a  G a s  I n t e r e s t e d  P e r s o n  i s  a p a r t y  t o  a n y  
C o n t r a c t  w i t h  a n y  c u s t o m e r  o r  s u p p l i e r  o f  V i r g i n i a  Gas or  a n y  V i r g i n i a  G a s  
S u b s i d i a r y  ( e x c l u d i n g  t h e  V i r g i n i a  G a s  A f f i l i a t e s )  a n d ,  t o  t h e  K n o w l e d g e  of  
V i r g i n i a  G a s ,  n o  V i r g i n i a  G a s  A f f i l i a t e  i s  a party t o  a n y  s u c h  C o n t r a c t ,  t h a t  
a f f e c t s  i n  a n y  m a n n e r  t h e  b u s i n e s s ,  f i n a n c i a l  c o n d i t i o n  or r e s u l t s  of o p e r a t i o n  
o f  a n y  of t h e  V i r g i n i a  G a s  C o m p a n i e s .  

S e c t i o n  5 . 1 6 .  E n v i r o n m e n t a l  C o n d i t i o n s .  

( a )  D e f i n i t i o n s .  When u s e d  i n  t h i s  S e c t i o n  5 . 1 6 :  

( i )  " E n v i r o n m e n t a l  Laws"  s h a l l  m e a n  a n y  a n d  a l l  f e d e r a l ,  s t a t e ,  
loca l  o r  m u n i c i p a l  l a w s ,  r u l e s ,  orders, r e g u l a t i o n s ,  s t a t u t e s ,  
o r d i n a n c e s ,  codes,  decrees or r e q u i r e m e n t s  o f  a n y  G o v e r n m e n t a l  
A u t h o r i t y  r e g u l a t i n g ,  r e l a t i n g  t o  or i m p o s i n g  l i a b i l i t y  or s t a n d a r d s  of  
c o n d u c t  c o n c e r n i n g  a n y  H a z a r d o u s  M a t e r i a l s  o r  e n v i r o n m e n t a l  p r o t e c t i o n  
i n  e f f e c t  as of  t h e  d a t e  of t h i s  A g r e e m e n t  o r  a t  t h e  E f f e c t i v e  T i m e ,  
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t o g e t h e r  w i t h  a n y  a m e n d m e n t  o r  r e - a u t h o r i z a t i o n  t h e r e t o  or t h e r e o f ;  
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( i l l  " H a z a r d o u s  Ma te r i a l s "  s h a l l  m e a n  a n y  h a z a r d o u s  m a t e r i a l ,  
h a z a r d o u s  w a s t e ,  i n f e c t i o u s  m e d i c a l  w a s t e ,  P e t r o l e u m  a n d  N a t u r a l  G a s  
P r o d u c t s ,  h a z a r d o u s  or t o x i c  s u b s t a n c e  d e f i n e d  o r  r e g u l a t e d  as  s u c h  i n  
o r  u n d e r  a n y  E n v i r o n m e n t a l  Law, i n c l u d i n g ,  w i t h o u t  l i m i t a t i o n ,  
m a t e r i a l s  e x h i b i t i n q  t h e  c h a r a c t e r i s t i c s  of  i g n i t a b i l i t y ,  c o r r o s i v i t y ,  
r e a c t i v i t y  or e x t r a c t i o n  p r o c e d u r e  t o x i c i t y ,  a s  s u c h  t e r m s  are d e f i n e d  
a s  of t h e  d a t e  o f  t h i s  A g r e e m e n t  o r  a t  t h e  E f f e c t i v e  Time i n  c o n n e c t i o n  
w i t h  h a z a r d o u s  m a t e r i a l s  o r  h a z a r d o u s  w a s t e s  o r  h a z a r d o u s  or t o x i c  
s u b s t a n c e s  i n  a n y  E n v i r o n m e n t a l  Law; a n d  

( i i i )  " P e t r o l e u m  a n d  N a t u r a l  G a s  P r o d u c t s "  s h a l l  m e a n  c r u d e  o i l ,  
p e t r o l e u m  o r  f r a c t i o n s  t h e r e o f ,  g a s o l i n e ,  d iese l  f u e l ,  motor o i l ,  w a s t e  
or u s e d  o i l ,  h e a t i n g  011, k e r o s e n e  a n d  a n y  o t h e r  p e t r o l e u m  p r o d u c t s  a n d  
n a t u r a l  g a s ,  n a t u r a l  g a s  l i q u i d s ,  l i q u e f i e d  n a t u r a l  g a s  or  s y n t h e t i c  
g a s  u s e a b l e  f o r  f u e l .  

( b )  E x c e p t  a s  se t  f o r t h  i n  E x h i b i t  5 . 1 6  a t t a c h e d  h e r e t o ,  a n d  e x c e p t  f o r  
s u c h  v i o l a t i o n s  t h a t  i n  t h e  a g g r e g a t e  w o u l d  n o t  h a v e  a Mater ia l  A d v e r s e  
E f f e c t  o n  t h e  V i r g i n i a  Gas C o m p a n i e s ,  (1) n e i t h e r  V i r g i n i a  G a s  n o r  a n y  
V i r g i n i a  G a s  S u b s i d i a r y  h a s  u s e d ,  s to red ,  t r e a t e d ,  t r a n s p o r t e d ,  
m a n u f a c t u r e d ,  r e f i n e d ,  h a n d l e d ,  p r o d u c e d ,  d i s p o s e d  o f ,  m a n a g e d ,  s p i l l e d  or 
re leased a n y  H a z a r d o u s  Mater ia ls  o n ,  u n d e r ,  a t ,  f r o m  o r  i n  a n y  way 
a f f e c t i n g  a n y  o f  i t s  p r o p e r t i e s  o r  assets ( i n c l u d i n g ,  w i t h o u t  l i m i t a t i o n ,  
a n y  p r o p e r t i e s  o r  asse ts  now o r  p r e v i o u s l y  u s e d ,  o w n e d  o r  operated by 
V i r g i n i a  G a s  o r  a n y  V i r g i n i a  G a s  S u b s i d i a r y )  O K  o t h e r w i s e ,  i n  a n y  m a n n e r  
w h i c h  a t  t h e  t i m e  o f  t h e  a c t i o n  i n  q u e s t i o n  v i o l a t e d  a n y  E n v i r o n m e n t a l  Law 
g o v e r n i n g  t h e  u s e ,  s t o r a g e ,  t r e a t m e n t ,  t r a n s p o r t a t i o n ,  m a n u f a c t u r e ,  
r e f i n e m e n t ,  h a n d l i n g ,  p r o d u c t i o n ,  d i s p o s a l ,  m a n a g e m e n t ,  s p i l l  or release o f  
H a z a r d o u s  M a t e r i a l s ,  a n d  ( i i )  t o  t h e  K n o w l e d g e  of V i r g i n i a  G a s ,  n o  p r i o r  
o w n e r  of s u c h  p rope r ty  or a s s e t  o r  a n y  t e n a n t ,  s u b t e n a n t ,  p r i o r  t e n a n t  o r  
p r i o r  s u b t e n a n t  t h e r e o f  h a s  u s e d  Hazardous Materials  o n ,  from o r  i n  a n y  w a y  
a f f e c t i n g  a n y  s u c h  p rope r ty  or a s s e t ,  or o t h e r w i s e ,  i n  a n y  m a n n e r  w h i c h  a t  
t h e  t i m e  of t h e  a c t i o n  i n  q u e s t i o n  v i o l a t e d  a n y  E n v i r o n m e n t a l  Law g o v e r n i n g  
t h e  u s e ,  s to rage ,  t r e a t m e n t ,  t r a n s p o r t a t i o n ,  m a n u f a c t u r e ,  r e f i n e m e n t ,  
h a n d l i n g ,  p r o d u c t i o n ,  d i s p o s a l ,  m a n a g e m e n t ,  s p i l l  o r  release o f  H a z a r d o u s  
Mater ia ls  . 

( e )  E x c e p t  as  set f o r t h  i n  E x h i b i t  5.16 a t t a c h e d  h e r e t o ,  n e i t h e r  
V i r g i n i a  G a s  n o r  a n y  V i r g i n i a  G a s  s u b s i d i a r y  h a s  a n y  o b l i g a t i o n s  or 
l i a b i l i t i e s ,  w h e t h e r  a b s o l u t e  or  c o n t i n g e n t ,  a c c r u e d  or u n a c c r u e d ,  asserted 
or u n a s s e r t e d ,  known o r  u n k n o w n ,  or o t h e r w i s e ,  t h a t  c o u l d  h a v e  a Material 
A d v e r s e  E f f e c t  o n  t h e  V i r g i n i a  G a s  C o m p a n i e s ,  a n d  n o  claims h a v e  b e e n  m a d e  
a g a i n s t  V i r g i n i a  G a s  or a n y  V i r g i n i a  G a s  S u b s i d i a r y  a n d  n o  c i t a t i o n s  or 
n o t i c e s  h a v e  b e e n  i s s u e d  a g a i n s t  V i r g i n i a  G a s  o r  a n y  V i r g i n i a  G a s  
S u b s i d i a r y  t h a t  c o u l d  h a v e  a Mate r i a l  A d v e r s e  E f f e c t  o n  t h e  V i r g i n i a  G a s  
C o m p a n i e s ,  and  t h a t  i n  t h e  case o f  a n y  of  t h e  f o r e g o i n g ,  h a v e  b e e n  o r  are 
i m p o s e d  by r e a s o n  of o r  based u p o n  a n y  p r o v i s i o n  of a n y  E n v i r o n m e n t a l  
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L a w s ,  i n c l u d i n g ,  w i t h o u t  l i m i t a t i o n ,  a n y  s u c h  o b l i g a t i o n s  o r  l i a b i l i t i e s  
r e l a t i n g  t o  o r  a r i s i n g  o u t  o f  o r  a t t r i b u t a b l e ,  i n  w h o l e  or i n  p a r t ,  t o  t h e  
m a n u f a c t u r e ,  p r o c e s s i n g ,  d i s t r i b u t i o n ,  u s e ,  t r e a t m e n t ,  s t o r a g e ,  p r o d u c t i o n ,  
m a n a g e m e n t ,  s p i l l ,  re lease,  d i s p o s a l ,  a r r a n g i n g  f o r  d i s p o s a l ,  t r a n s p o r t  o r  
h a n d l i n g  o f  a n y  H a z a r d o u s  Mater ia ls  by V i r g i n i a  G a s  o r  a n y  V i r g i n i a  Gas 
S u b s i d i a r y  o r ,  t o  t h e  K n o w l e d g e  o f  V i r g i n i a  G a s ,  by a n y  p r e d e c e s s o r s  i n  
i n t e r e s t  i n  c o n n e c t i o n  w i t h  or i n  a n y  w a y  a r i s i n g  from o r  r e l a t i n g  t o  
V i r g i n i a  G a s  o r  a n y  V i r q i n i a  G a s  S u b s i d i a r y  o r  a n y  of t h e i r  r e s p e c t i v e  
p r o p e r t i e s ,  o r  r e l a t i n g  t o  or a r i s i n g  f r o m  o r  a t t r i b u t a b l e ,  i n  w h o l e  o r  i n  
p a r t ,  t o  t h e  m a n u f a c t u r e ,  p r o c e s s i n g ,  d i s t r i b u t i o n ,  u s e ,  t r ea tmen t ,  
s t o r a g e ,  d i sposa l ,  p r o d u c t i o n ,  m a n a g e m e n t ,  s p i l l ,  release,  t r a n s p o r t  o r  
h a n d l i n g  of  a n y  s u c h  s u b s t a n c e  by a n y  o t h e r  p e r s o n  a t  o r  o n  o r  u n d e r  a n y  o f  
t h e  r e a l  p r o p e r t i e s  o w n e d  o r  u s e d  by V i r g i n i a  G a s  o r  a n y  V i r g i n i a  G a s  
S u b s i d i a r y .  

( d )  E x c e p t  as set f o r t h  on E x h i b i t  5 .16  a t t a c h e d  h e r e t o ,  V i r g i n i a  Gas 
a n d  the V i r g i n i a  Gas S u b s i d i a r i e s  h a v e  r e c e i v e d  a l l  P e r m i t s  a s  may b e  
r e q u i r e d  of t h e m  u n d e r  app l i cab le  E n v i r o n m e n t a l  L a w s  t o  c o n d u c t  t h e i r  
r e s p e c t i v e  b u s i n e s s e s ,  a n d  V i r g i n i a  G a s  a n d  t h e  V i r g i n i a  G a s  S u b s i d i a r i e s  
are i n  c o m p l i a n c e  i n  a l l  ma te r i a l  respects w l t h  t h e  t e r m s  a n d  c o n d i t i o n s  of 
a l l  s u c h  P e r m i t s .  N e i t h e r  V i r g i n i a  Gas n o r  a n y  V i r g i n i a  G a s  S u b s i d i a r y  h a s  
r e c e i v e d  a n y  n o t i c e s  o r  c l a i m s ,  n o r ,  t o  t h e  K n o w l e d g e  o f  V i r g i n i a  G a s ,  i s  
t h e r e  a f a c t u a l  bas i s  f o r  s u c h  a c l a i m ,  t h a t  i t  15 a r e s p o n s i b l e  p a r t y  i n  
c o n n e c t i o n  w i t h  a n y  c l a i m  o r  n o t i c e  a s s e r t e d  p u r s u a n t  t o  42  U.S.C.  S e c t i o n  
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9601 e t  seq.  ("CERCLA''), o r  a n y  s t a t e  s u p e r f u n d  l a w .  
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( e )  T h e  o p e r a t i o n  o f  t h e  b u s i n e s s  o f  V i r g i n i a  G a s  a n d  t h e  V i r g i n i a  G a s  
S u b s i d i a r i e s  h a s  n o t  a d v e r s e l y  i m p a c t e d  a n y  " w e t l a n d s "  ( a s  t h a t  t e r m  i s  
c u r r e n t l y  d e f i n e d  by t h e  U.S. Army Corps  of E n g i n e e r s  or a n y  o t h e r  
r e g u l a t o r y  a g e n c y )  l o c a t e d  o n  a n y  of  t h e  r e a l  p rope r ty  owned,  o p e r a t e d  o r  
leased b y  V i r g i n i a  G a s  o r  any of t h e  V i r g i n i a  G a s  S u b s i d i a r i e s .  

( f l  T h e r e  are  n o  ( i )  u n d e r g r o u n d  s t o r a g e  t a n k s ,  (11) asbes tos  c o n t a i n i n g  
m a t e r i a l  o r  (111) lead  c o n t a i n i n g  m a t e r i a l  o n  a n y  r e a l  p rope r ty  o w n e d ,  
operated o r  leased by V i r g i n i a  G a s  o r  a n y  o f  t h e  V i r g i n i a  G a s  S u b s i d i a r i e s ,  
t h e  p r e s e n c e  of  w h i c h  c o u l d  r e s u 1 , t  i n  a Mate r i a l  Adverse  E f f e c t .  

( g )  To t h e  K n o w l e d g e  o f  V i r g i n i a  G a s ,  n e i t h e r  V i r g i n i a  Gas n o r  a n y  
V i r g i n i a  Gas S u b s i d i a r y  h a s  t r a n s p o r t e d  o r  disposed,  o r  a l l o w e d  o r  a r r a n g e d  
f o r  a n y  t h i r d  p a r t i e s  t o  t r a n s p o r t  or dispose, of a n y  H a z a r d o u s  Ma te r i a l  o r  
o t h e r  w a s t e  t o  o r  a t  a s i t e  w h i c h ,  p u r s u a n t  t o  CERCLA or a n y  appl icable  
s t a t e  l a w ,  h a s  b e e n  p l aced  o n  t h e  N a t i o n a l  P r i o r i t i e s  List or i ts  s t a t e  
e q u i v a l e n t  ( a  " S u p e r f u n d  S i t e " ) .  N e i t h e r  V i r g i n i a  G a s  n o r  any V i r g i n i a  G a s  
S u b s i d i a r y  h a s  r e c e i v e d  n o t i c e ,  n o r ,  t o  t h e  K n o w l e d g e  o f  V i r g i n i a  Gas, do 
a n y  f a c t s  e x i s t  t h a t  c o u l d  g i v e  r i s e  t o  a n y  n o t i c e ,  t h a t  V i r g i n i a  G a s  or  
a n y  V i r g i n i a  G a s  S u b s i d i a r y  i s  a p o t e n t i a l l y  r e s p o n s i b l e  p a r t y  w i t h  respect 
t o  a F e d e r a l  or  s t a t e  S u p e r f u n d  S i t e  or  f o r  c o r r e c t i v e  a c t i o n  u n d e r  CERCLA 
or  a n y  o t h e r  a p p l i c a b l e  Law.  N e i t h e r  V i r g i n i a  G a s  n o r  a n y  V i r g i n i a  G a s  
S u b s i d i a r y  h a s  s u b m i t t e d  o r  w a s  r e q u i r e d  t o  s u b m i t  a n y  n o t i c e  p u r s u a n t  to  
S e c t i o n  1 0 3 ( c )  o f  CERCLA w i t h  respect t o  a n y  rea l  p rope r ty .  N e i t h e r  
V i r g i n i a  G a s  n o r  a n y  V i r g i n i a  G a s  S u b s i d i a r y  h a s  r e c e i v e d  a n y  w r i t t e n  o r  
oral r e q u e s t  f o r  i n f o r m a t i o n  i n  c o n n e c t i o n  w i t h  a n y  F e d e r a l  or s t a t e  
S u p e r f u n d  S i t e .  N e i t h e r  V i r g i n i a  G a s  n o r  a n y  V i r g i n i a  G a s  S u b s i d i a r y  h a s  
b e e n  r e q u e s t e d  t o ,  o r  h a s  u n d e r t a k e n ,  a n y  r e s p o n s e  o r  remedial  a c t i o n s  or 
c l e a n - u p  a c t i o n s  of a n y  k i n d  a t  t h e  request o f  any G o v e r n m e n t a l  A u t h o r i t y  
o r  a t  t h e  r e q u e s t  of a n y  o t h e r  P e r s o n .  

S e c t i o n  5 .17 .  I n s u r a n c e .  E x c e p t  t o  t h e  e x t e n t  a d e q u a t e l y  a c c r u e d  on  t h e  m o s t  
r e c e n t  b a l a n c e  s h e e t  c o n t a i n e d  i n  t h e  V i r g i n i a  G a s  SEC R e p o r t s ,  n e i t h e r  
V i r g i n i a  G a s  nor a n y  V i r g i n i a  Gas S u b s i d i a r y  h a s  any o b l i g a t i o n  ( c o n t i n g e n t  o r  
o t h e r w i s e )  t o  p a y  i n  c o n n e c t i o n  w i t h  a n y  i n s u r a n c e  p o l i c i e s  a n y  r e t r o a c t i v e  
p r e m i u m s  o r  " r e t r o - p r e m i u m s "  t h a t ,  i n d i v i d u a l l y  o r  i n  t h e  a g g r e g a t e ,  w o u l d  
r e a s o n a b l y  be e x p e c t e d  t o  h a v e  a Mater ia l  A d v e r s e  E f f e c t .  

S e c t i o n  5.18. I n t e l l e c t u a l  P r o p e r t y .  N e i t h e r  V i r g i n i a  G a s  n o r  a n y  V i r g i n i a  
G a s  S u b s i d i a r y  c u r r e n t l y  u t i l i z e s ,  o r  t o  t h e  K n o w l e d g e  of  V i r g i n l a  G a s ,  h a s  i n  
t h e  pas t  u t i l i z e d ,  a n y  e x i s t i n g  o r  p e n d i n g  p a t e n t ,  t r a d e m a r k ,  t rade n a m e ,  
s e r v i c e  m a r k ,  c o p y r i g h t ,  s o f t w a r e ,  t r a d e  secret o r  know-how, e x c e p t  f o r  t h o s e  
w h i c h  a r e  o w n e d ,  p o s s e s s e d  o r  l a w f u l l y  u s e d  by V i r g i n i a  G a s  O K  a n y  V i r g i n i a  G a s  
S u b s i d i a r y  i n  t h e i r  b u s i n e s s  o p e r a t i o n s ,  and n e i t h e r  V i r g i n i a  G a s  n o r  a n y  
Virginia G a s  S u b s i d i a r y  i n f r i n g e s  u p o n  or u n l a w f u l l y  u s e s  a n y  p a t e n t ,  
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t r a d e m a r k ,  t r a d e  name,  s e r v i c e  m a r k ,  c o p y r i g h t  o r  t r a d e  secret o w n e d  o r  v a l i d l y  
c l a i m e d  by a n o t h e r  p e r s o n  e x c e p t ,  i n  each case, a s  w o u l d  not, i n d i v i d u a l l y  o r  
i n  t h e  aggregate ,  r e a s o n a b l y  be e x p e c t e d  t o  h a v e  a Mate r i a l  A d v e r s e  E f f e c t .  
V i r g i n i a  G a s  a n d  t h e  V i r g i n i a  G a s  S u b s i d i a r i e s  own,  h a v e  a v a l i d  l i cense  t o  u s e  
o r  o t h e r w i s e  h a v e  t h e  r i g h t  v a l i d l y  t o  u s e  a l l  e x i s t i n g  a n d  p e n d i n g  p a t e n t s ,  
t r a d e m a r k s ,  t r a d e n a m e s ,  s e r v i c e  m a r k s ,  c o p y r i g h t s  a n d  s o f t w a r e  n e c e s s a r y  t o  
c a r r y  o n  t h e i r  r e s p e c t i v e  b u s i n e s s e s  s u b s t a n t i a l l y  a s  c u r r e n t l y  c o n d u c t e d ,  
except w h e r e  t h e  a b s e n c e  o f  s u c h  o w n e r s h i p ,  v a l i d  l i c e n s e  o r  o t h e r  v a l i d  r i g h t  
t o  u s e  w o u l d  n o t  r e a s o n a b l y  be expected,  i n d i v i d u a l l y  o r  i n  t h e  a g g r e g a t e ,  t o  
h a v e  a M a t e r i a l  A d v e r s e  E f f e c t .  

S e c t i o n  5 .19 .  F e e s  a n d  E x p e n s e s  of B r o k e r s  a n d  O t h e r s .  N e i t h e r  V i r g i n i a  G a s  
n o r  a n y  V i r g i n i a  G a s  S u b s i d i a r y  ( o t h e r  t h a n  t h e  V i r g i n i a  Gas A f f i l i a t e s )  a n d ,  
t o  t h e  K n o w l e d g e  of V i r g i n i a  G a s ,  n o n e  o f  t h e  V i r g i n i a  G a s  A f f i l i a t e s  ( a )  h a s  
h a d  any d e a l i n g s ,  n e g o t i a t i o n s  o r  c o m m u n i c a t i o n s  w i t h  a n y  b r o k e r  or o t h e r  
i n t e r m e d i a r y  i n  c o n n e c t i o n  w i t h  t h e  t r a n s a c t i o n s  c o n t e m p l a t e d  by t h i s  
A g r e e m e n t ,  (b) i s  c o m m i t t e d  t o  a n y  l i a b i l i t y  f o r  a n y  b r o k e r s '  o r  f i n d e r s '  f e e s  
or  a n y  s i m i l a r  fees i n  c o n n e c t i o n  w i t h  t h e  t r a n s a c t i o n s  c o n t e m p l a t e d  by t h i s  
A g r e e m e n t  or  ( c ]  h a s  r e t a i n e d  a n y  b r o k e r  ox o t h e r  i n t e r m e d i a r y  t o  a c t  on i t s  
b e h a l f  i n  c o n n e c t i o n  w i t h  t h e  t r a n s a c t i o n s  c o n t e m p l a t e d  by t h i s  A g r e e m e n t ,  
e x c e p t  t h a t  V i r g i n i a  G a s  has e n g a g e d  CIBC to r e p r e s e n t  i t  i n  c o n n e c t i o n  w i t h  
s u c h  t r a n s a c t i o n s ,  a n d  s h a l l  pay a l l  o f  CIBC's f e e s  a n d  e x p e n s e s  i n  c o n n e c t i o n  
w i t h  s u c h  e n g a g e m e n t .  

S e c t i o n  5 . 2 0 .  R e g u l a t i o n  a s  U t i l i t y .  
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( a )  B a s e d  s o l e l y  u p o n  a n  o p i n i o n  o f  c o u n s e l  w i t h  respect t o  V i r g i n i a  G a s  
t h a t  w a s  d e l i v e r e d  i n  c o n n e c t i o n  w i t h  a p r e v i o u s  t r a n s a c t i o n  ( a  t r u e  a n d  
correct copy of w h i c h  h a s  been d e l i v e r e d  by V i r g i n i a  G a s  t o  NUT), V i r g i n i a  
G a s  i s  n o t  a " h o l d i n g  c o m p a n y "  w i t h i n  t h e  m e a n i n q  o f  S e c t i o n  2 ( a )  ( 7 )  of 
PUHCA a s  a r e s u l t  o f  V i r g i n i a  G a s  D i s t r i b u t i o n  C o m p a n y ' s  b u s i n e s s  
a c t i v i t i e s .  S i n c e  t h e  d a t e  of  s u c h  o p i n i o n ,  t h e  b u s i n e s s  a c t i v i t i e s  of 
V i r g i n i a  Gas  D i s t r i b u t i o n  Company h a v e  b e e n  n o  less f a v o r a b l e  t o  s u p p o r t i n g  
s u c h  a n  o p i n i o n  t h a n  t h e  b u s i n e s s  a c t i v i t i e s  t h a t  f o r m e d  t h e  b a s i s  o f  s u c h  
l e g a l  o p i n i o n .  

( b )  E x c e p t  a s  set  f o r t h  o n  E x h i b i t  5 .20  a t t a c h e d  h e r e t o ,  n e i t h e r  
V i r g i n i a  G a s  n o r  a n y  V i r g i n i a  G a s  S u b s i d i a r y  is s u b j e c t  t o  r e g u l a t i o n  a s  a 
" p u b l i c  u t i l i t y "  a s  t h a t  p h r a s e  i s  d e f i n e d  i n  V i r g i n i a  C o d e  A n n .  ( S )  5 6 -  
2 6 5 . 1 ( b )  or " p u b l i c  s e r v i c e  c o r p o r a t i o n "  a s  t h a t  p h r a s e  i s  d e f i n e d  i n  
V i r g i n i a  C o d e  Ann.  ( S )  56-1. 

( c )  N e i t h e r  V i r g i n i a  Gas n o r  a n y  V i r g i n i a  G a s  S u b s i d i a r y  i s  s u b j e c t  t o  
r e g u l a t i o n  a s  a p u b l i c  u t i l i t y  o r  p u b l i c  s e r v i c e  c o m p a n y  [ o r  s i m i l a r  
d e s i g n a t i o n )  i n  a n y  s t a t e  o t h e r  t h a n  V i r g i n i a .  

S e c t i o n  5 . 2 1 .  FERC J u r i s d i c t i o n .  N e i t h e r  V i r g i n i a  G a s  n o r  a n y  V i r g i n i a  Gas 
S u b s i d i a r y  o w n s  o r  o p e r a t e s  a n y  FERC j u r i s d i c t i o n a l  f a c i l i t i e s  g i v i n g  r ise  t o  a 
r e q u i r e m e n t  for a p p r o v a l  o f  t h e  M e r g e r  by FERC. 

S e c t i o n  5 . 2 2 .  A c c u r a c y  o f  I n f o r m a t i o n .  N e i t h e r  t h i s  A g r e e m e n t  n o r  a n y  o t h e r  
d o c u m e n t  p r o v i d e d  by t h e  V i r g i n i a  G a s  C o m p a n i e s  o r  t h e i r  employees or  a g e n t s  t o  
NU1 i n  c o n n e c t i o n  w i t h  t h e  t r a n s a c t i o n s  c o n t e m p l a t e d  h e r e i n ,  w h e n  t h i s  
A g r e e m e n t  a n d  s u c h  o t h e r  d o c u m e n t s  a r e  c o n s i d e r e d  i n  t h e  a g g r e g a t e ,  c o n t a i n s  a n  
u n t r u e  s t a t e m e n t  of a ma te r i a l  f a c t  o r  o m i t s  t o  s t a t e  a ma te r i a l  f a c t  n e c e s s a r y  
t o  m a k e  t h e  s t a t e m e n t s  c o n t a i n e d  t h e r e i n  n o t  m i s l e a d i n g .  

S e c t i o n  5 . 2 3 .  A b s e n c e  of U n d i s c l o s e d  L i a b i l i t i e s .  E x c e p t  a s  d i sc losed  i n  t h e  
V i r g i n i a  G a s  SEC Reports f i l e d  p r i o r  t o  t h e  d a t e  of t h i s  A g r e e m e n t ,  n e i t h e r  
V i r g i n i a  G a s  n o r  a n y  V i r g i n i a  G a s  S u b s i d i a r y  h a s ,  as o f  t h e  da te  h e r e o f ,  o r  
will h a v e ,  as of t h e  E f f e c t i v e  T i m e ,  a n y  l i a b i l i t i e s  or  o b l i g a t i o n s  o f  a n y  
k i n d ,  w h e t h e r  a b s o l u t e ,  a c c r u e d ,  asserted o r  u n a s s e r t e d ,  c o n t i n g e n t  or 
o t h e r w i s e ,  t h a t  w o u l d  be r e q u i r e d  t o  be  d i sc losed  o n  a c o n s o l i d a t e d  b a l a n c e  
s h e e t  of V i r g i n i a  G a s ,  o r  r e f l e c t e d  i n  t h e  n o t e s  t h e r e t o ,  p r e p a r e d  as  o f  s u c h  
da te ,  i n  a c c o r d a n c e  w i t h  GAAP, e x c e p t  l i a b i l i t i e s ,  o b l i g a t i o n s  or c o n t i n g e n c i e s  
t h a t  w e r e  ( a )  r e f l e c t e d  o n  o r  a c c r u e d  o r  r e s e r v e d  a g a i n s t  i n  t h e  c o n s o l i d a t e d  
b a l a n c e  s h e e t  of V i r g i n i a  G a s  a s  o f  D e c e m b e r  31, 1999 ,  w h i c h  i s  i n c l u d e d  i n  t h e  
V i r g i n i a  G a s  SEC Reports ,  o r  re f lec ted  i n  t h e  n o t e s  t h e r e t o ,  or (b) i n c u r r e d  
a f t e r  t h e  da t e  of  s u c h  b a l a n c e  s h e e t  i n  t h e  o r d i n a r y  c o u r s e  o f  b u s i n e s s  a n d  
c o n s i s t e n t  w i t h  past p rac t ices  a n d  w h i c h ,  i n d i v i d u a l l y  o r  i n  t h e  a g g r e g a t e ,  
w o u l d  n o t  h a v e  a Ma te r i a l  A d v e r s e  E f f e c t  on  t h e  V i r g i n i a  G a s  C o m p a n i e s .  N e i t h e r  
V i r g i n i a  G a s  n o r  a n y  V i r g i n i a  G a s  S u b s i d i a r y  i s  a p a r t y  t o  a n y  C o n t r a c t ,  or  
s u b l e c t  t o  a n y  c h a r t e r  or o t h e r  corporate  or  p a r t n e r s h i p  r e s t r i c t i o n ,  o r  
s u b j e c t  t o  a n y  l u d g m e n t ,  o rder ,  w r i t ,  i n j u n c t i o n ,  decree, r u l e  or r e g u l a t i o n ,  
w h i c h  w i l l  h a v e  a Mate r i a l  A d v e r s e  E f f e c t  on t h e  V i r g i n i a  G a s  C o m p a n i e s .  
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S e c t i o n  5 . 2 4 .  O p i n i o n  of F i n a n c i a l  A d v i s o r .  V i r g i n i a  G a s  h a s  r e c e i v e d  t h e  
o p i n i o n  of C I B C  t o  t h e  e f f e c t  t h a t ,  as of  t h e  d a t e  h e r e o f ,  t h e  e x c h a n g e  r a t i o  
c o n t e m p l a t e d  i n  t h i s  A g r e e m e n t  i s  f a i r  t o  t h e  h o l d e r s  o f  s h a r e s  o f  V i r g i n i a  G a s  
Common S t o c k  f r o m  a f i n a n c i a l  p o i n t  of v i e w .  

S e c t i o n  5 . 2 5 .  V i r g i n i a  G a s  Year 2000 C o m p l i a n c e .  T h e  V i r g i n i a  G a s  C o m p a n i e s  
d i d  n o t  s u f f e r  a n y  Material A d v e r s e  E f f e c t  i n  c o n n e c t i o n  w i t h  t h e i r  e f f o r t s  t o  
prepare f o r ,  o r  r e m e d i a t i o n  e f f o r t s  r e l a t e d  t o ,  t h e  a b i l i t y  of  t h e i r  c o m p u t e r  
a p p l i c a t i o n s  ( i n c l u d i n g  s o f t w a r e ,  f i r m w a r e ,  h a r d w a r e  and o t h e r  s i m i l a r  o r  
r e l a t e d  i t e m s  o f  a u t o m a t e d  c o m p u t e r i z e d  o r  s o f t w a r e  s y s t e m s )  t o  p e r f o r m  
p r o p e r l y  d a t e  s e n s i t i v e  f u n c t i o n s  f o r  a l l  d a t e s ,  before  a n d  a f t e r  J a n u a r y  1, 
2000 ("Year 2000 C o m p l i a n c e " ) ,  or i n  c o n n e c t i o n  w i t h  a n y  f a i l u r e  by a n y  v e n d o r ,  
c u s t o m e r  or o t h e r  t h i r d  p a r t y  t o  a c h i e v e  Year 2000 C o m p l i a n c e .  

S e c t i o n  5 . 2 6 .  V o t e  R e q u i r e d .  T h e  a f f i r m a t i v e  v o t e  of t h e  h o l d e r s  of a 
m a j o r i t y  o f  t h e  o u t s t a n d i n g  s h a r e s  of V i r g i n i a  G a s  Common S t o c k  e n t i t l e d  t o  
v o t e  t h e r e o n  1s t h e  o n l y  v o t e  of t h e  h o l d e r s  of a n y  c l a s s  o r  series o f  V i r g i n i a  
G a s '  c a p i t a l  s t o c k  n e c e s s a r y  t o  a d o p t  t h i s  A g r e e m e n t .  T h e  B o a r d  of Directors o f  
V i r g i n i a  G a s  ( a t  a m e e t i n g  d u l y  c a l l e d  a n d  h e l d )  h a s  ( a )  u n a n i m o u s l y  a p p r o v e d  
t h i s  A g r e e m e n t  a n d  t h e  t r a n s a c t i o n s  c o n t e m p l a t e d  h e r e b y ,  ( b )  d e t e r m i n e d  t h a t  
t h e  Merger i s  f a i r  t o  a n d  i n  t h e  best  i n t e r e s t s  of t h e  h o l d e r s  o f  V l r g i n i a  G a s  
Common S t o c k ,  (c) r e s o l v e d  t o  r e c o m m e n d  t h i s  A g r e e m e n t  t o  s u c h  h o l d e r s  f o r  
a d o p t i o n  a n d  ( d )  d i rec ted  t h a t  t h l s  A g r e e m e n t  be s u b m i t t e d  t o  h o l d e r s  o f  
V i r g i n i a  G a s  Common S t o c k .  
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S e c t i o n  5 . 2 7 .  S e c t i o n  203 of t h e  DGCL; S t a t e  T a k e o v e r  S t a t u t e s .  P r i o r  t o  t h e  
d a t e  h e r e o f ,  t h e  Board o f  R i r e c t o r s  o f  V i r g i n i a  G a s  h a s  a p p r o v e d  t h i s  A g r e e m e n t  
a n d  t h e  t r a n s a c t i o n s  c o n t e m p l a t e d  h e r e b y  a n d  s u c h  a p p r o v a l  i s  s u f f i c i e n t  t o  
r e n d e r  i n a p p l i c a b l e  t o  t h e  M e r g e r  a n d  a n y  of  s u c h  o t h e r  t r a n s a c t i o n s  t h e  
p r o v i s i o n s  o f  S e c t i o n  203  o f  t h e  DGCL. No o t h e r  s t a t e  t a k e o v e r  s t a t u t e  o r  
s i m i l a r  s t a t u t e  o r  r e g u l a t i o n  a p p l i e s  o r  p u r p o r t s  t o  a p p l y  t o  t h i s  A g r e e m e n t ,  
t h e  M e r g e r  o r  a n y  of t h e  o t h e r  t r a n s a c t i o n s  c o n t e m p l a t e d  h e r e b y  a n d  n o  
p r o v i s i o n  o f  t h e  C e r t i f i c a t e s  o r  A r t i c l e s  o f  I n c o r p o r a t i o n ,  b y l a w s  o r  o t h e r  
g o v e r n i n g  i n s t r u m e n t s  o f  a n y  o f  t h e  V i r g i n i a  G a s  C o m p a n i e s  w o u l d ,  d i r e c t l y  o r  
i n d i r e c t l y ,  restrict  or i m p a i r  t h e  a b i l i t y  o f  N U 1  t o  v o t e ,  o r  o t h e r w i s e  t o  
exercise t h e  r i g h t s  of a s t o c k h o l d e r  w i t h  respect t o ,  s h a r e s  o f  t h e  V i r g i n i a  
G a s  C o m p a n i e s  t h a t  may be a c q u i r e d  o r  c o n t r o l l e d  by N U 1  a s  c o n t e m p l a t e d  by t h i s  
A g r e e m e n t .  

S e c t i o n  5 . 2 8 .  V i r g i n i a  G a s  A f f i l i a t e s  a n d  P a r t n e r s h i p s .  

(a) T h e r e  are n o  claims, i n c l u d i n g ,  w i t h o u t  l i m i t a t i o n ,  claims o f  b r e a c h  
of  f i d u c i a r y  d u t y  o r  u n l a w f u l  p a y m e n t  o f  d i s t r i b u t i o n s ,  p e n d i n g  o r  
t h r e a t e n e d  b y  a n y  s h a r e h o l d e r  of t h e  V i r g i n i a  G a s  A f f i l i a t e s  a g a i n s t  t h e  
board o f  d i r e c t o r s  o r  a n y  o t h e r  s h a r e h o l d e r  of t h e  V i r g i n i a  G a s  A f f i l i a t e s .  
A l l  b o r r o w i n g s  by t h e  V i r g i n i a  Gas A f f i l i a t e s  h a v e  b e e n  a p p r o v e d  by a l l  
n e c e s s a r y  a c t i o n ,  i n c l u d i n g ,  w i t h o u t  l i m i t a t i o n ,  a l l  s h a r e h o l d e r  a c t i o n  
r e q u i r e d  by t h e  B y l a w s  o f  t h e  V i r g i n i a  G a s  A f f i l i a t e s .  

(6) V i r g i n i a  G a s  h a s  p r o v i d e d  NU1 w i t h  t r u e  a n d  correct copies of a l l  
g o v e r n i n g  d o c u m e n t s  r e l a t e d  t o  t h e  V i r g i n i a  G a s  P a r t n e r s h i p s  a n d  of a l l  
o t h e r  d o c u m e n t s  r e l a t i n g  t o  t h e  V i r g i n i a  G a s  P a r t n e r s h i p s  r e a s o n a b l y  
r e q u e s t e d  by N U 1  t h a L  are i n  t h e  p o s s e s s i o n  o f  V i r g i n i a  G a s  o r  w h i c h  
V i r g i n i a  G a s  h a s  t h e  r i g h t  t o  o b t a i n .  To t h e  K n o w l e d g e  of V i r g i n i a  G a s ,  no 
a c t i o n  h a s  b e e n  t a k e n  or is p e n d i n g  f o r  t h e  d i s s o l u t i o n  o r  l i q u i d a t i o n  of  
a n y  of t h e  V i r g i n i a  G a s  P a r t n e r s h i p s .  V i r g i n i a  G a s  h a s  n o t  b e e n  r e q u e s t e d  
t o  m a k e  a n y  a d d i t i o n a l  c a p i t a l  c o n t r i b u t i o n s  t h a t  c u r r e n t l y  r e m a i n  u n f u n d e d  
o r  o t h e r w i s e  o u t s t a n d i n g  a n d ,  t o  t h e  K n o w l e d g e  o f  V i r g i n i a  G a s ,  n o  s u c h  
a d d i t i o n a l  c a p i t a l  c o n t r i b u t i o n  r e q u e s t s  a re  c o n t e m p l a t e d  w i t h  respect t o  
a n y  V i r g i n i a  G a s  P a r t n e r s h i p .  

S e c t i o n  5 . 2 9 .  C e r t a i n  A g r e e m e n t s .  

( a )  V i r g i n i a  G a s  a n d  M i c h a e l  L .  Edwards h a v e  d u l y  e x e c u t e d  and d e l i v e r e d  
t h e  C h a n g e  o f  C o n t r o l .  A g r e e m e n t ,  d a t e d  as  o f  t h e  d a t e  h e r e o f ,  i n  t h e  f o r m  
p r e v i o u s l y  p r o v i d e d  t o  N U 1  ( t h e  " E d w a r d s  A g r e e m e n t " ) .  T h e  E d w a r d s  A g r e e m e n t  
i s  i n  f u l l  f o r c e  a n d  e f f e c t ,  c o n s t i t u t e s  t h e  v a l i d  a n d  b i n d i n g  agreement of  
t h e  p a r t i e s  t h e r e t o  a n d  i s  e n f o r c e a b l e  a g a i n s t  t h e  p a r t i e s  t h e r e t o  i n  
a c c o r d a n c e  w i t h  i t s  t e r m s .  

( b )  S i m u l t a n e o u s l y  w i t h  t h e  e x e c u t i o n  o f  t h i s  A g r e e m e n t ,  V i r g i n i a  G a s ,  
t h e  Town o f  S a l t v i l l e ,  V i r g i n i a ,  a n d  t h e  S a l t v i l l e  I n d u s t r i a l  D e v e l o p m e n t  
A u t h o r i t y  s h a l l .  e n t e r  i n t o  t h e  C o n t r a c t  o f  S a l e  i n  t h e  

A-23 

f o r m  of E x h i b i t  5 . 2 9  a t t a c h e d  h e r e t o  ( t h e  " S a l t v i l l e  P u r c h a s e  A g r e e m e n t " ) .  
T h e  Saltville P u r c h a s e  A g r e e m e n t ,  w h e n  e x e c u t e d  a n d  d e l i v e r e d  by  t h e  
p a r t i e s  t h e r e t o ,  w i l l  be i n  f u l l  force a n d  e f f e c t ,  w i l l  c o n s t i t u t e  t h e  
v a l i d  a n d  b i n d i n g  a g r e e m e n t  o f  t h e  p a r t i e s  t h e r e t o ,  a n d  w i l l  be e n f o r c e a b l e  
a g a i n s t  t h e  p a r t i e s  t h e r e t o  i n  a c c o r d a n c e  w i t h  i t s  terms. 

ARTICLE VI  

COVENANTS 

S e c t i o n  6 . 1 .  C o n d u c t  o f  t h e  B u s i n e s s e s  of NU1 and V i r g i n i a  Gas.  

( a )  E x c e p t  a s  o t h e r w i s e  e x p r e s s l y  p r o v i d e d  i n  t h i s  A g r e e m e n t ,  d u r i n g  t h e  
per iod f r o m  t h e  d a t e  o f  t h i s  A g r e e m e n t  t o  t h e  E f f e c t i v e  T i m e ,  V i r g i n i a  G a s  
a n d  t h e  V i r g i n i a  G a s  S u b s i d i a r i e s  ( o t h e r  t h a n  t h e  V i r g i n i a  G a s  A f f i l i a t e s )  
w i l l  c o n d u c t  t h e i r  r e s p e c t i v e  o p e r a t i o n s  a c c o r d i n g  t o  t h e i r  o r d i n a r y  a n d  
u s u a l  c o u r s e  o f  b u s i n e s s  a n d  c o n s i s t e n t  w i t h  past  p rac t ice ,  a n d  w i l l  u s e  
t h e i r  r e s p e c t i v e  r e a s o n a b l e  best e f f o r t s  t o  p r e s e r v e  i n t a c t  t h e i r  
r e s p e c t i v e  b u s i n e s s  o r g a n i z a t i o n s ,  t o  k e e p  a v a i l a b l e  t h e  s e r v i c e s  of t h e i r  
o f f i c e r s  a n d  employees a n d  t o  m a i n t a i n  s a t i s f a c t o r y  r e l a t i o n s h i p s  w i t h  
l i c e n s o r s ,  l i c e n s e e s ,  s u p p l i e r s ,  c o n t r a c t o r s ,  d i s t r i b u t o r s ,  c u s t o m e r s  a n d  
o t h e r s  h a v i n g  m a t e r i a l  b u s i n e s s  r e l a t i o n s h i p s  w i t h  t h e m  ( a n d ,  w i t h  respect 
t o  t h e  V i r g i n i a  G a s  A f f i l i a t e s  and t h e  V i r g i n i a  G a s  P a r t n e r s h i p s ,  V i r g i n i a  
G a s  w i l l  n o t  a p p r o v e  or o t h e r w i s e  t a k e ,  or r e f r a i n  f r o m  t a k i n g ,  a n y  a c t i o n  
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i n  i t s  c a p a c i t y  a s  a s t o c k h o l d e r  o r  p a r t n e r  t h a t  i s  i n c o n s i s t e n t  w i t h  t h e  
f o r e g o i n g ] .  W i t h o u t  l i m i t i n g  t h e  g e n e r a l i t y  o f  t h e  f o r e g o i n g ,  a n d  e x c e p t  a s  
o t h e r w i s e  e x p r e s s l y  provided i n  t h i s  A g r e e m e n t ,  p r i o r  t o  t h e  E f f e c t i v e  
T i m e ,  n e i t h e r  V i r g i n i a  Gas nor a n y  of t h e  V i r g i n i a  G a s  S u b s i d i a r i e s  ( o t h e r  
t h a n  t h e  V i r g i n i a  G a s  A f f i l i a t e s )  w i l l ,  a n d ,  w i t h  respect t o  t h e  V i r g i n i a  
G a s  A f f i l i a t e s  a n d  t h e  V i r g i n i a  G a s  P a r t n e r s h i p s ,  V i r g i n i a  G a s  w i l l  n o t  
approve o r  o t h e r w i s e  t a k e ,  o r  r e f r a i n  f r o m  t a k i n g ,  a n y  a c t i o n  t h a t  may 
f a c i l i t a t e  o r  r e s u l t  i n  t h e  f o l l o w i n g  a c t i o n s ,  w i t h o u t  t h e  p r i o r  w r i t t e n  
c o n s e n t  of NU1 : 

( i )  a m e n d  i t s  C e r t i f i c a t e s  o r  A r t i c l e s  o f  I n c o r p o r a t i o n ,  b y l a w s ,  
p a r t n e r s h i p  or  j o i n t  v e n t u r e  a g r e e m e n t s  o r  o t h e r  o r g a n i z a t i o n a l  
d o c u m e n t s ;  

(11) a u t h o r i z e  f o r  i s s u a n c e  o r  i s s u e ,  s e l l  o r  d e l i v e r  ( w h e t h e r  
t h r o u g h  t h e  i s s u a n c e  o r  g r a n t i n g  o f  o p t i o n s ,  w a r r a n t s ,  c o m m i t m e n t s ,  
s u b s c r i p t i o n s ,  r i g h t s  t o  p u r c h a s e  or o t h e r w i s e )  a n y  s t o c k  of any  class 
o r  a n y  o t h e r  s e c u r i t i e s  or i n t e r e s t s ,  except a s  r e q u l r e d  by t h e  t e r m s  
o f  any  V i r g i n i a  G a s  B e n e f i t  P l a n  e x i s t i n g  o n  t h e  d a t e  h e r e o f ,  o r  a n y  
o p t i o n s ,  w a r r a n t s ,  r i g h t s  o r  o t h e r  s e c u r i t i e s  o u t s t a n d i n g  a s  of t h e  
d a t e  h e r e o f  a n d  d i s c l o s e d  p u r s u a n t  t o  t h i s  A g r e e m e n t ;  

[ ill) s p l i t ,  c o m b i n e  o r  r e c l a s s i f y  a n y  s h a r e s  o f  i t s  c a p i t a l  s t o c k  
o r  d e c l a r e ,  s e t  a s i d e  o r  pay a n y  d i v i d e n d  o r  o t h e r  d i s t r i b u t i o n  
( w h e t h e r  i n  c a s h ,  s t o c k  o r  p r o p e r t y  or  a n y  c o m b i n a t i o n  t h e r e o f )  i n  
respect o f  i t s  c a p i t a l  s t o c k ,  or  r e d e e m  o r  o t h e r w i s e  a c q u i r e  a n y  of i t s  
secur i t ies  o r  a n y  s e c u r i t i e s  o f  t h e  V i r g i n i a  G a s  S u b s i d i a r i e s  or t h e  
V i r g i n i a  G a s  P a r t n e r s h i p s ;  

[ i v )  ( A ]  i n c u r  o r  assume a n y  F u n d e d  Debt ( a s  d e f i n e d  b e l o w ]  n o t  
c u r r e n t l y  o u t s t a n d i n g ,  ( B )  a s s u m e ,  g u a r a n t e e ,  e n d o r s e  or o t h e r w i s e  
b e c o m e  l i a b l e  o r  r e s p o n s i b l e  f o r  t h e  o b l i g a t i o n s  o f  a n y  p e r s o n  e x c e p t  
V i r g i n i a  G a s  o r  a V i r g i n i a  G a s  S u b s i d i a r y  ( o t h e r  t h a n  a V i r g i n i a  G a s  
A f f i l i a t e ) ,  ( C )  m a k e  a n y  l o a n s ,  a d v a n c e s  o r  c a p i t a l  c o n t r i b u t i o n s  t o ,  
o r  i n v e s t m e n t s  i n ,  a n y  o t h e r  p e r s o n ,  ( D )  e n t e r  i n t o  a n y  C o n t r a c t ,  or 
a l t e r ,  a m e n d ,  modi fy  o r  e x e r c i s e  a n y  o p t i o n  u n d e r  a n y  e x i s t i n g  
C o n t r a c t ,  o t h e r  t h a n  i n  t h e  o r d i n a r y  c o u r s e  o f  b u s i n e s s  o r  i n  
c o n n e c t i o n  w i t h  t h e  t r a n s a c t i o n s  c o n t e m p l a t e d  by t h i s  A g r e e m e n t ,  ( E )  
a u t h o r i z e  a n y  s i n g l e  c a p i t a l  e x p e n d i t u r e  w h i c h  i s  i n  e x c e s s  o f  $50,000 
or c a p i t a l  e x p e n d i t u r e s  w h i c h  a re ,  i n  t h e  a g g r e g a t e ,  i n  e x c e s s  o f  
$75,000, o t h e r  t h a n  c a p i t a l  e x p e n d i t u r e s  p u r s u a n t  t o  C o n t r a c t s  e n t e r e d  
i n t o  p r i o r  t o  t h e  d a t e  h e r e o f  a n d  re f lec ted  i n  V i r g i n i a  G a s '  f i s c a l  
2000 c a p i t a l  b u d g e t  f u r n i s h e d  t o  NU1 p r i o r  t o  t h e  d a t e  h e r e o f  o r  [ F )  
i n c u r  or permi t  t o  e x i s t  a n y  m o r t g a g e ,  l i e n ,  e n c u m b r a n c e ,  c h a r g e ,  
c l a i m ,  r e s t r i c t i o n ,  p l e d g e ,  s e c u r i t y  i n t e r e s t  o r  i m p o s i t i o n  a f f e c t i n g  
a n y  o f  i t s  asse ts ,  e x c e p t  a s  d i sc losed  o n  E x h i b i t  5 . 9  a t t a c h e d  h e r e t o ;  

( v )  adopt  o r  a m e n d  (except  as  m a y  be r e q u i r e d  by Law or a s  p r o v i d e d  
i n  t h i s  A g r e e m e n t )  a n y  b o n u s ,  p r o f i t  s h a r i n g ,  c o m p e n s a t i o n ,  s e v e r a n c e ,  
t e r m i n a t i o n ,  s t o c k  o p t i o n ,  s t o c k  a p p r e c i a t i o n  r i g h t ,  
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r e s t r i c t e d  s t o c k ,  p e n s i o n ,  r e t i r e m e n t ,  d e f e r r e d  c o m p e n s a t i o n ,  
e m p l o y m e n t ,  s e v e r a n c e  o r  o t h e r  e m p l o y e e  b e n e f i t  a g r e e m e n t s ,  t r u s t s ,  
p l a n s ,  f u n d s  or o t h e r  a r r a n g e m e n t s  f o r  t h e  b e n e f i t  or w e l f a r e  of a n y  
d i r e c t o r ,  o f f i c e r  o r  e m p l o y e e ,  or ( e x c e p t  for n o r m a l  i n c r e a s e s  i n  t h e  
o r d i n a r y  c o u r s e  o f  b u s i n e s s  t h a t  a r e  c o n s i s t e n t  w i t h  past  p r a c t i c e s  a n d  
t h a t ,  i n  t h e  a g g r e g a t e ,  do n o t  r e s u l t  i n  a m a t e r i a l  i n c r e a s e  i n  b e n e f i t s  
o r  c o m p e n s a t i o n  e x p e n s e )  i n c r e a s e  i n  a n y  m a n n e r  t h e  c o m p e n s a t i o n  o r  
f r i n g e  b e n e f i t s  o f  a n y  d i r e c t o r ,  o f f i c e r  ox employee o r  pay  a n y  b e n e f i t  
n o t  r e q u i r e d  by a n y  e x i s t i n g  p l a n  o r  a r r a n g e m e n t  ( i n c l u d i n g ,  w i t h o u t  
l i m i t a t i o n ,  t h e  g r a n t i n g  of s t o c k  o p t i o n s ,  s t o c k  a p p r e c i a t i o n  r i g h t s ,  
s h a r e s  of res t r ic ted  s t o c k  or p e r f o r m a n c e  u n i t s )  o r  e n t e r  i n t o  a n y  
C o n t r a c t ,  a g r e e m e n t ,  c o m m i t m e n t  or a r r a n g e m e n t  t o  do a n y  of t h e  
f o r e g o i n g ;  

( v i )  a c q u i r e ,  s e l l ,  l e a s e  or  d i spose  o f  a n y  m a t e r i a l  assets o u t s i d e  
t h e  o r d i n a r y  c o u r s e  of b u s i n e s s ;  

( v i i )  t a k e  a n y  a c t i o n  o t h e r  t h a n  i n  t h e  o r d i n a r y  c o u r s e  o f  b u s i n e s s  
a n d  i n  a m a n n e r  c o n s i s t e n t  w i t h  pas t  p r a c t i c e  w i t h  r e s p e c t  t o  a c c o u n t i n g  
p o l i c i e s  o r  pract ices;  

( v i i i l  make  a n y  T a x  e l e c t i o n  or se t t l e  or c o m p r o m i s e  a n y  f e d e r a l ,  
s t a t e ,  l o c a l  o r  f o r e i g n  i n c o m e  T a x  l i a b i l i t y  i n v o l v i n g ,  in t h e  
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( i x )  e x c e p t  f o r  t h e  p a y m e n t  o f  p r o f e s s i o n a l  f e e s ,  pay, d i s c h a r g e  o r  
s a t i s f y  a n y  m a t e r i a l  c la ims,  l i a b i l i t i e s  or  o b l i g a t i o n s  ( a b s o l u t e ,  
a c c r u e d  or u n a s s e r t e d ,  c o n t i n g e n t  O K  o t h e r w i s e ) ,  o t h e r  t h a n  t h e  p a y m e n t ,  
d i s c h a r g e  o r  s a t i s f a c t i o n  i n  t h e  o r d i n a r y  c o u r s e  o f  b u s i n e s s  of 
l i a b i l i t i e s  r e f l e c t e d  o r  r e s e r v e d  a g a i n s t  i n  V i r g i n i a  G a s '  a u d i t e d  
c o n s o l i d a t e d  b a l a n c e  s h e e t s  a s  of D e c e m b e r  31,  1999,  or  i n c u r r e d  i n  t h e  
o r d i n a r y  c o u r s e  o f  b u s i n e s s  s i n c e  t h e  d a t e  t h e r e o f ;  

( x )  h o l d  a n y  m e e t i n g  of i t s  s t o c k h o l d e r s  except t o  t h e  e x t e n t  
r e q u i r e d  by t h e  r e q u e s t  o f  t h e  s t o c k h o l d e r s  e n t i t l e d  t o  c a l l  a m e e t i n g  
u n d e r  t h e  V i r g i n i a  G a s  b y l a w s  or t h e  DGCL; 

( x i )  t a k e  a n y  a c t i o n  t h a t  w o u l d  o r  i s  r e a s o n a b l y  l i k e l y  t o  r e s u l t  i n  
a n y  of t h e  c o n d i t i o n s  set f o r t h  i n  Ar t ic le  V I 1  n o t  b e i n g  s a t i s f i e d  a s  o f  
t h e  C l o s i n g  Date; 

( x i i )  m a k e  a n y  f i l i n g  w i t h  a n y  G o v e r n m e n t a l  A u t h o r i t y  t o  m a t e r i a l l y  
c h a n q e  r a t e s  o n  f i l e ;  

( x i i i }  v o l u n t a r i l y  e n q a q e  i n  a n y  a c t i v i t i e s  w h i c h  c o u l d  be r e a s o n a b l y  
e x p e c t e d  t o  c a u s e  a c h a n g e  i n  V i r g i n i a  G a s '  s t a t u s  u n d e r  PUHCA; o r  

( x i v )  a g r e e  i n  w r i t i n g  or o t h e r w i s e  t o  t a k e  a n y  o f  t h e  f o r e g o i n g  
a c t i o n s .  

F o r  p u r p o s e s  o f  t h i s  S e c t i o n ,  " F u n d e d  Debt" s h a l l  m e a n ,  w i t h o u t  
d u p l i c a t i o n ,  (1) a l l  i n d e b t e d n e s s  f o r  b o r r o w e d  m o n e y  O K  w h i c h  h a s  b e e n  
i n c u r r e d  i n  c o n n e c t i o n  w i t h  t h e  a c q u i s i t i o n  o f  a s s e t s ,  ( i i )  a l l  r e n t a l s  
payable u n d e r  c a p i t a l i z e d  leases,  a n d  liii) a l l  g u a r a n t i e s  o f  F u n d e d  Debt o f  
o t h e r s .  

( b )  E x c e p t  as o t h e r w i s e  e x p r e s s l y  p r o v i d e d  i n  t h i s  A g r e e m e n t ,  p r i o r  t o  
t h e  E f f e c t i v e  T i m e ,  N U 1  w i l l  n o t ,  w i t h o u t  t h e  p r i o r  w r i t t e n  c o n s e n t  o f  
V i r g i n i a  G a s ,  t a k e  a n y  a c t i o n  t h a t  w o u l d  or i s  r e a s o n a b l y  l i k e l y  t o  r e s u l t  
i n  a n y  of t h e  c o n d i t i o n s  set f o r t h  i n  A r t i c l e  V I 1  n o t  b e i n g  s a t i s f i e d  a s  o f  
t h e  C l o s i n g  Date .  

( c )  NU1 a n d  V i r g i n i a  G a s  agree t h a t ,  d u r i n g  t h e  p e r i o d  f r o m  t h e  d a t e  of 
t h i s  A g r e e m e n t  t o  t h e  E f f e c t i v e  T i m e :  ( i )  t h e y  w i l l  c a u s e  r e p r e s e n t a t i v e s  
o f  t h e i r  r e s p e c t i v e  c o m p a n i e s  t o  m e e t  i n  p e r s o n  o r  t e l e p h o n i c a l l y ,  n o  l e s s  
f r e q u e n t l y  t h a n  e v e r y  t w o  w e e k s ,  t o  discuss t h e  o p e r a t i o n s  a n d  b u s i n e s s  
prospects  of  t h e i r  c o m p a n i e s ;  a n d  ( i i)  V i r g i n i a  G a s  w i l l  promptly a d v i s e  
NU1 o f  t h e  o c c u r r e n c e  o f  a n y  Mater ia l  A d v e r s e  E f f e c t  w i t h  respect t o  t h e  
V i r g i n i a  G a s  C o m p a n i e s ,  a n d  NU1 w i l l  p r o m p t l y  a d v i s e  V i r g i n i a  G a s  of t h e  
o c c u r r e n c e  o f  a n y  M a t e r i a l  A d v e r s e  E f f e c t  w i t h  respect t o  t h e  N U 1  
C o m p a n i e s .  

S e c t i o n  6 . 2 .  N o  S o l i c i t a t i o n .  

( a )  P r i o r  t o  t h e  E f f e c t i v e  T i m e ,  V i r g i n i a  G a s  ag rees  t h a t  n e i t h e r  i t  n o r  
a n y  o f  t h e  V i r g i n i a  Gas S u b s i d i a r i e s  ( o t h e r  t h a n  t h e  V i r g i n i a  G a s  
A f f i l i a t e s )  or a n y  o f  t h e i r  r e s p e c t i v e  d i r e c t o r s ,  o f f i c e r s ,  e m p l o y e e s ,  
a g e n t s  o r  r e p r e s e n t a t i v e s  w i l l ,  d i r e c t l y  o r  i n d i r e c t l y ,  (i) s o l i c i t ,  
i n i t i a t e ,  f a c i l i t a t e  o r  e n c o u r a g e  ( i n c l u d i n g  by w a y  of  f u r n i s h i n g  o r  
d i s c l o s i n g  n o n - p u b l i c  i n f o r m a t i o n )  a n y  i n q u i r i e s  or t h e  m a k i n g  of  a n y  

A - 2 5  

p r o p o s a l  w i t h  respect t o  a n y  m e r g e r ,  c o n s o l i d a t i o n  o r  o t h e r  b u s i n e s s  
c o m b i n a t i o n  i n v o l v i n g  V i r g i n i a  G a s  o r  a n y  V i r g i n i a  G a s  S u b s i d i a r y ,  or t h e  
a c q u i s i t i o n  o f  a l l  or a n y  s i g n i f i c a n t  p a r t  of t h e  a s se t s  o r  c a p i t a l  s t o c k  
of  V i r g i n i a  Gas o r  a n y  V i r g i n i a  G a s  S u b s i d i a r y  ( a n  " A c q u i s i t i o n  
T r a n s a c t i o n " )  o r  (11) n e g o t i a t e ,  e x p l o r e  o r  o t h e r w i s e  e n g a g e  i n  d i s c u s s i o n s  
w i t h  a n y  i n d i v i d u a l ,  p a r t n e r s h i p ,  c o r p o r a t i o n ,  b u s i n e s s  t r u s t ,  l i m i t e d  
l i a b i l i t y  c o m p a n y ,  l i m i t e d  l i a b i l i t y  p a r t n e r s h i p ,  j o i n t  s t o c k  c o m p a n y ,  
t r u s t ,  u n i n c o r p o r a t e d  a s s o c i a t i o n ,  j o i n t  v e n t u r e  o r  o t h e r  e n t i t y  ( e a c h ,  a 
" P e r ~ o n " )  ( o t h e r  t h a n  N U 1  and i ts  r e p r e s e n t a t l v e s )  w i t h  respect t o  a n y  
A c q u i s i t i o n  T r a n s a c t i o n ,  o r  w h i c h  may r e a s o n a b l y  be expec ted  t o  l e a d  t o  a 
proposal  f o r  a n  A c q u i s i t l o n  T r a n s a c t i o n ,  o r  e n t e r  i n t o  a n y  a g r e e m e n t ,  
a r r a n g e m e n t  o r  u n d e r s t a n d i n g  w i t h  respect t o  a n y  s u c h  A c q u i s i t i o n  
T r a n s a c t i o n ;  p r o v i d e d ,  h o w e v e r ,  t h a t  V i r g i n i a  G a s  may, i n  r e s p o n s e  t o  a n  
u n s o l i c i t e d  w r i t t e n  proposal f r o m  a t h i r d  p a r t y  r e g a r d i n g  a S u p e r i o r  
P r o p o s a l  ( a s  h e r e i n a f t e r  d e f i n e d ) ,  f u r n i s h  i n f o r m a t i o n  t o  a n d  e n g a g e  i n  
d i s c u s s i o n s  and  n e g o t i a t i o n s  w i t h  s u c h  t h i r d  par ty ,  b u t  o n l y  ~f t h e  B o a r d  
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o f  Directors o f  V i r g i n i a  G a s  d e t e r m i n e s  i n  good f a i t h ,  a f t e r  c o n s u l t a t i o n  
w i t h  i t s  f i n a n c i a l  a d v i s o r s  a n d  based u p o n  t h e  a d v i c e  [ i n  t h e  f o r m  o f  a 
w r i t t e n  r e a s o n e d  o p i n i o n )  o f  o u t s i d e  i n d e p e n d e n t  c o u n s e l ,  t h a t  f a i l i n g  t o  
t a k e  s u c h  a c t i o n  w o u l d  r e s u l t  i n  a b r e a c h  o f  t h e  f i d u c i a r y  d u t i e s  o f  s u c h  
Board of Directors u n d e r  a p p l i c a b l e  Law; a n d  p r o v i d e d ,  f u r t h e r ,  t h a t  w i t h  
respect  t o  t h e  V i r g i n i a  G a s  A f f i l i a t e s ,  V i r g i n i a  G a s  will n o t  a p p r o v e  o r  
o t h e r w i s e  t a k e ,  o r  r e f r a i n  f r o m  t a k i n g ,  a n y  a c t i o n  i n  i t s  capaci ty  a s  a 
s t o c k h o l d e r  t h a t  w o u l d  permi t  a V i r g i n i a  G a s  A f f i l i a t e  t o  t a k e  any a c t i o n  
t h a t  t h e  V i r g i n i a  Gas S u b s i d i a r i e s  a re  p r o h i b i t e d  f r o m  t a k i n g  p u r s u a n t  t o  
t h e  f o r e q o i n q .  I t  i s  u n d e r s t o o d  a n d  agreed, w i t h o u t  l i m i t a t i o n  of V i r g i n i a  
G a s '  o b l i g a t i o n s ,  t h a t  a n y  v i o l a t i o n  of t h i s  S e c t i o n  6 . 2  b y  a n y  d i r e c t o r ,  
o f f i c e r ,  i n v e s t m e n t  b a n k e r ,  f i n a n c i a l  a d v i s o r ,  a t t o r n e y  or o t h e r  a d v i s o r  o r  
r e p r e s e n t a t i v e  of  V i r g i n i a  G a s ,  w h e t h e r  o r  n o t  s u c h  P e r s o n  i s  p u r p o r t i n g  t o  
act o n  b e h a l f  o f  V i r g i n i a  G a s ,  o r  o t h e r w i s e ,  s h a l l  be deemed t o  be a b r e a c h  
o f  t h i s  S e c t i o n  6 . 2  by V i r g i n i a  G a s .  

(b) V i r g i n i a  Gas a g r e e s  t h a t  i t  a n d  t h e  V i r g i n i a  G a s  S u b s i d i a r i e s  ( o t h e r  
t h a n  t h e  V i r g i n i a  G a s  A f f i l i a t e s ) ,  a n d  t h e i r  r e s p e c t i v e  d i rec tors ,  
o f f i c e r s ,  employees, a g e n t s  a n d  r e p r e s e n t a t i v e s ,  s h a l l  i m m e d i a t e l y  cease 
a n d  c a u s e  t o  be t e r m i n a t e d  a n y  e x i s t i n g  a c t i v i t i e s ,  d i s c u s s i o n s  or 
n e g o t i a t i o n s  w i t h  a n y  P e r s o n  ( o t h e r  t h a n  NU1 a n d  i t s  r e p r e s e n t a t i v e s )  
c o n d u c t e d  h e r e t o f o r e  w i t h  respect t o  a n y  A c q u i s i t i o n  T r a n s a c t i o n .  V i r g i n i a  
G a s  agrees t o  p r o m p t l y  a d v i s e  N U 1  i n  w r i t i n g  of t h e  e x i s t e n c e  o f  ( y )  a n y  
i n q u i r i e s  01: proposals (or des i re  t o  make  a p r o p o s a l )  r e c e i v e d  by ( o r  
i n d i c a t e d  t o ) ,  a n y  s u c h  i n f o r m a t i o n  r e q u e s t e d  f r o m ,  or a n y  n e g o t i a t i o n s  o r  
d i s c u s s i o n s  s o u g h t  t o  be i n i t i a t e d  o r  c o n t i n u e d  w i t h ,  V i r q i n i a  G a s  a n d  t h e  
V i r g i n i a  Gas S u b s i d i a r i e s ,  o r  a n y  of t h e i r  r e s p e c t i v e  d i r e c t o r s ,  o f f i c e r s ,  
e m p l o y e e s ,  a g e n t s  or r e p r e s e n t a t i v e s ,  i n  e a c h  case f r o m  a P e r s o n  ( o t h e r  
t h a n  N U 1  a n d  i t s  r e p r e s e n t a t i v e s )  w i t h  respect t o  a n  A c q u i s i t i o n  
T r a n s a c t i o n ,  a n d  ( 2 )  the t e r m s  t h e r e o f ,  i n c l u d i n g  t h e  i d e n t i t y  of s u c h  
t h i r d  p a r t y  a n d  t h e  terms o f  a n y  f i n a n c i n g  a r r a n g e m e n t  or  c o m m i t m e n t  i n  
c o n n e c t i o n  w i t h  s u c h  A c q u i s i t i o n  T r a n s a c t i o n ,  a n d  t o  u p d a t e  o n  a n  o n g o i n g  
b a s i s  or u p o n  N U I ' s  r e a s o n a b l e  r e q u e s t ,  t h e  s t a t u s  t h e r e o f .  A s  u s e d  h e r e i n ,  
" S u p e r i o r  P r o p o s a l "  m e a n s  a b o n a  f i d e ,  w r i t t e n  a n d  u n s o l i c i t e d  proposal  o r  
o f f e r  m a d e  by a n y  P e r s o n  (or g r o u p )  ( o t h e r  t h a n  N U I )  w i t h  respect t o  a n  
A c q u i s i t i o n  T r a n s a c t i o n  o n  t e r m s  w h i c h ,  as d e t e r m i n e d  by t h e  B o a r d  o f  
D i rec to r s  of V i r g i n i a  G a s  i n  good f a i t h  a n d  i n  t h e  exerc ise  o f  r e a s o n a b l e  
j u d g m e n t  (based o n  t h e  w r i t t e n  a d v i c e  o f  i n d e p e n d e n t  f i n a n c i a l  a d v i s o r s ) ,  
i s  a t  a h i g h e r  p r i c e  a n d  m o r e  f a v o r a b l e  t o  V i r g i n i a  Gas a n d  i t s  
s t o c k h o l d e r s  t h a n  t h e  t r a n s a c t i o n s  c o n t e m p l a t e d  h e r e b y .  

A-26 

S e c t i o n  6 . 3 .  T h e  R e g i s t r a t i o n  S t a t e m e n t ;  L i s t i n g .  

( a ]  V i r g i n i a  G a s  a n d  N U 1  s h a l l ,  as soon a s  prac t icable  f o l l o w i n g  t h e  
e x e c u t i o n  of t h i s  A g r e e m e n t ,  f i l e  w i t h  t h e  SEC a d r a f t  of t h e  J o i n t  P r o x y  
S t a t e m e n t / P r o s p e c t u s  ( i n  a f o r m  m u t u a l l y  a g r e e a b l e  t o  V i r g i n i a  G a s  a n d  N U I )  
a s  p r e l i m i n a r y  proxy mater ia l s  u n d e r  t h e  E x c h a n g e  A c t .  V i r g i n i a  G a s  a n d  NU1 
s h a l l  c o o p e r a t e  t o  r e s p o n d  prompt ly  t o  a n y  c o m m e n t s  m a d e  by t h e  SEC w i t h  
respect t h e r e t o .  

( b )  Upon r e s o l u t i o n  o f  a n y  SEC c o m m e n t s  w i t h  respect t o  t h e  d r a f t  J o i n t  
P r o x y  S t a t e m e n t / P r o s p e c t u s ,  o r  a t  s u c h  o t h e r  t i m e  as may be m u t u a l l y  
d e t e r m i n e d  by t h e  p a r t i e s  h e r e t o ,  NU1 s h a l l .  f i l e  t h e  R e g i s t r a t i o n  S t a t e m e n t  
( i n c l u d i n g  t h e  t h e n - c u r r e n t  d r a f t  o f  t h e  J o i n t  Proxy S t a t e m e n t / P r o s p e c t u s )  

w i t h  t h e  SEC, a n d  s h a l l :  

(1) a f t e r  c o n s u l t a t i o n  w i t h  V i r g i n i a  G a s ,  r e s p o n d  p r o m p t l y  t o  a n y  
c o m m e n t s  m a d e  by t h e  SEC w i t h  respect t h e r e t o ;  p r o v i d e d ,  h o w e v e r ,  t h a t  
NU1 w i l l  n o t  f i l e  a n y  a m e n d m e n t  or s u p p l e m e n t  t o  t h e  R e g i s t r a t i o n  
S t a t e m e n t  w i t h o u t  f i r s t  f u r n i s h i n g  t o  V i r g i n i a  G a s  a c o p y  t h e r e o f  f o r  
i t s  r e v i e w  a n d  w i l l  n o t  f i l e  a n y  s u c h  p r o p o s e d  a m e n d m e n t  o r  s u p p l e m e n t  
t o  w h i c h  V i r g i n i a  G a s  r e a s o n a b l y  a n d  p r o m p t l y  o b - ~ e c t s ;  

( i i)  u s e  i t s  bes t  e f f o r t s  t o  c a u s e  t h e  R e g i s t r a t i o n  S t a t e m e n t  t o  
b e c o m e  e f f e c t i v e  u n d e r  t h e  S e c u r i t i e s  A c t  a s  s o o n  as  prac t icable ,  a n d  
V i r g i n i a  G a s  s h a l l  cause t h e  J o i n t  P r o x y  S t a t e m e n t / P r o s p e c t u s  t o  be 
m a i l e d  t o  i t s  s t o c k h o l d e r s  a t  t h e  ear l ies t  p r a c t i c a b l e  t i m e  a f t e r  
e f f e c t i v e n e s s  o f  t h e  R e g i s t r a t i o n  S t a t e m e n t ;  

( iii) t o  t h e  e x t e n t  r e q u i r e d  by appl icable  Law, c a u s e  t h e  
r e g i s t r a t i o n  or q u a l i f i c a t i o n  o f  t h e  NU1 Common S t o c k  t o  be i s s u e d  u p o n  
c o n v e r s i o n  of  s h a r e s  o f  V i r g i n i a  G a s  Common S t o c k  i n  a c c o r d a n c e  w i t h  
t h i s  A g r e e m e n t  u n d e r  t h e  s t a t e  secur i t ies  or  " B l u e  Sky" l a w s  o f  e a c h  
s t a t e  of r e s i d e n c e  of  a record h o l d e r  o f  V i r g i n i a  G a s  Common S t o c k  as 
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(iv) promptly advise Virginia Gas (A) when the Registration 
Statement becomes effective, ( 8 )  when, prior to the Effective Time, any 
amendment to the Registration Statement shall be filed or become 
effective, ( C )  of the issuance by the SEC of any stop order suspending 
the effectiveness of the Registration Statement or the institution or 
threatening of any proceeding for that purpose and (D) of the receipt 
by NU1 of any notification with respect to the suspension of the 
registration or qualification of NU1 Common Stock f o r  sale in any 
lurisdiction or the institution or threatening of any proceeding for 
that purpose; 

(v) use its best efforts to prevent the issuance of any s u c h  stop 
order and, if issued, to obtain as soon as possible the withdrawal 
thereof; and 

(vi) use i t s  best efforts to cause the shares of N U 1  Common Stock to 
be issued upon conversion of shares of Virginia Gas Common Stock in 
accordance with this Agreement to be listed for trading on the NYSE 
upon official notice of issuance. 

I f ,  at a n y  time when the Joint Proxy Statement/Prospectus is required to 
be delivered under the Securities Act or the Exchange Act, any event occurs 
as a result of which the Joint Proxy Statement/Prospectus as then amended 
or supplemented would include any untrue statement of a material fact or 
omit to state any material fact necessary to make the statements contained 
therein, in light of the circumstances under which they were made, n o t  
misleading, o r  if it shall be necessary to amend the Registration Statement 
or supplement the Joint Proxy Statement/Prospectus to comply with the 
Securities Act or the Exchange Act or the respective rules thereunder, 
Virginia Gas and N U 1  will cooperate to permit N U 1  promptly to prepare and 
file with the SEC, sub3ect to clause ( ( a ) )  of this Section 6.3, an 
amendment or supplement that will correct such statement or omission or 
effect such compliance. 

Section 6.4. Access to Information; Confidentiality Agreement. 

(a) Between the date a €  this Agreement and the Effective Time, Virginia 
Gas will (1) give to NU1 and its authorized representatives reasonable 
access during normal business hours to all plants, offices, 
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warehouses and other facilities and to a l l  books and records of Virginia 
Gas and the Virginia Gas Subsidiaries (other than the Virginia Gas 
Affiliates), and will use its best efforts to provide such access with 
respect to the Virginia Gas Affiliates, (11) permit NU1 to make such 
inspections as it may reasonably request and (iii) cause its officers and 
those of the Virginia G a s  Subsidiaries (other than the Virginia Gas 
Affiliates) to furnish such financial and operating data and other 
information in the possession of Virginia Gas or to which Virginia Gas has 
the right to obtain with respect to the business and properties of the 
Virginia Gas Companies as may from time to time reasonably be requested. 
Subject to Section 6.7 hereof, all such information shall be kept 
confidential in accordance with the Confidentiality Agreement. 

(b) Notwithstanding the execution of this Agreement, t h e  Confidentiality 
Agreement shall remain in full force and effect through the Effective Time. 
Each party hereto hereby waives the provisions of the Confidentiality 
Agreement as and to the extent necessary to permit the solicitation of 
votes of the stockholders of Virginia Gas pursuant to the Joint Proxy 
Statement/Prospectus and to permit consummation of the transactions 
contemplated hereby. Each party further acknowledges that the 
Confidentiality Agreement shall survive any termination of this Agreement 
pursuant to Section 8.1 h e r e o f .  

(c) The Virginia Gas Companies shall provide to N U 1  and its agents 
access to all real property to which any Virginia Gas Company h a s ,  or has 
the right to obtain, access for the purpose of conducting Phase I 
environmental assessments. I f  the results of any Phase I environmental site 
assessment relating to a location set forth on Exhibit 6 . 4  attached hereto 
reasonably indicates that a Phase I1 environmental site assessment 1s  
prudent under the circumstances, Virginia Gas shall provide to NU1 and its 
agents access to conduct such Phase I1 environmental site assessment. If 
the results of any Phase I environmental site assessment relating to a 
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l o c a t i o n  o t h e r  t h a n  a l o c a t i o n  s e t  f o r t h  o n  E x h i b i t  6 . 4  a t t a c h e d  h e r e t o  
reasonably i n d i c a t e s  t h a t  a P h a s e  I 1  e n v i r o n m e n t a l  s i t e  a s s e s s m e n t  i s  
p r u d e n t  u n d e r  t h e  c i r c u m s t a n c e s ,  NU1 may r e q u e s t  t h a t  V i r g i n i a  G a s  p r o v i d e  
t o  NU1 a n d  i t s  a g e n t s  access t o  c o n d u c t  s u c h  P h a s e  I1 e n v i r o n m e n t a l  s i t e  
a s s e s s m e n t .  S u b j e c t  t o  t h e  p r o v i s i o n s  o f  S e c t i o n  8 . 1 ( d ) ( i v )  h e r e o f ,  
V i r g i n i a  G a s  may g r a n t  o r  d e n y  s u c h  access i n  i t s  s o l e  d i s c r e t i o n .  

S e c t i o n  6 . 5 .  B e s t  E f f o r t s .  S u b j e c t  t o  t h e  t e r m s  a n d  c o n d i t i o n s  h e r e i n  
p r o v i d e d  a n d  s u b - j e c t  t o  f i d u c i a r y  o b l i g a t i o n s  u n d e r  appl icable  Law a s  a d v i s e d  
by c o u n s e l ,  e a c h  o f  t h e  p a r t i e s  h e r e t o  a g r e e s  t o  u s e  i t s  best  e f f o r t s  t o  t a k e ,  
or c a u s e  t o  be t a k e n ,  a l l  a c t i o n ,  a n d  t o  do, o r  c a u s e  to be d o n e ,  a l l  t h i n g s  
n e c e s s a r y ,  p rope r  a n d  a d v i s a b l e  u n d e r  a p p l i c a b l e  Law, t o  c o n s u m m a t e  a n d  m a k e  
e f f e c t i v e  t h e  t r a n s a c t i o n s  c o n t e m p l a t e d  by t h i s  A g r e e m e n t .  I n  case a t  a n y  t i m e  
a f t e r  t h e  E f f e c t i v e  T i m e  a n y  f u r t h e r  a c t i o n  i s  n e c e s s a r y  dr desirable  t o  c a r r y  
o u t  t h e  p u r p o s e s  of t h i s  A g r e e m e n t ,  t h e  proper o f f i c e r s  a n d  d i r e c t o r s  o f  e a c h  
p a r t y  t o  t h i s  A g r e e m e n t  s h a l l  t a k e  a l l  s u c h  n e c e s s a r y  a c t i o n .  NUT a n d  V i r g i n i a  
G a s  w i l l  e x e c u t e  a n y  a d d i t i o n a l  i n s t r u m e n t s  n e c e s s a r y  t o  c o n s u m m a t e  t h e  
t r a n s a c t i o n s  c o n t e m p l a t e d  h e r e b y .  

S e c t i o n  6 . 6 .  C o n s e n t s .  V i r g i n i a  G a s  a n d  N U 1  e a c h  w i l l  u s e  i t s  best  e f f o r t s  
t o  o b t a i n  c o n s e n t s  o f ,  a n d  m a k e  a l l  r e q u i r e d  f i l i n g s  w i t h ,  a l l  t h i r d  p a r t i e s  
a n d  G o v e r n m e n t a l  A u t h o r i t i e s  n e c e s s a r y  t o  t h e  c o n s u m m a t i o n  of t h e  t r a n s a c t i o n s  
c o n t e m p l a t e d  by t h i s  A g r e e m e n t ,  i n c l u d i n g ,  w i t h o u t  l i m i t a t i o n ,  a l l  c o n s e n t s  
r e q u i r e d  w i t h  respect t o  t h e  HSR A c t  a n d  t h e  a p p r o v a l  o f  t h e  VSCC. 

S e c t i o n  6 . 7 .  P u b l i c  A n n o u n c e m e n t s .  T h e  p a r t i e s  h e r e t o  h a v e  a g r e e d  upon  t h e  
t e x t  o f  a j o i n t  press  release a n n o u n c i n g ,  a m o n g  o t h e r  t h i n g s ,  t h e  e x e c u t i o n  o f  
t h i s  A g r e e m e n t ,  w h i c h  3 o i n t  press release s h a l l  be d i s s e m i n a t e d  p r o m p t l y  
f o l l o w i n g  t h e  e x e c u t i o n  h e r e o f .  V i r g i n i a  G a s  a n d  NU1 w i l l  c o n s u l t  w i t h  e a c h  
o t h e r  b e f o r e  i s s u i n g  a n y  a d d i t i o n a l  p ress  re lease  or  o t h e r w i s e  m a k i n g  a n y  
a d d i t i o n a l  p u b l i c  s t a t e m e n t  w i t h  respect t o  t h i s  A g r e e m e n t ,  t h e  Merger o r  t h e  
t r a n s a c t i o n s  c o n t e m p l a t e d  h e r e i n  a n d  s h a l l  n o t  i s s u e  a n y  s u c h  press  re lease  or  
make  a n y  s u c h  p u b l i c  s t a t e m e n t  p r i o r  t o  s u c h  c o n s u l t a t i o n  o r  a s  t o  w h i c h  t h e  
o t h e r  p a r t y  prompt ly  a n d  r e a s o n a b l y  ob jec ts ,  except a s  may be r e q u i r e d  by Law 
i n  t h e  w r i t t e n  r e a s o n e d  o p i n i o n  of s u c h  p a r t y ' s  c o u n s e l  o r  b y  o b l i g a t i o n s  
p u r s u a n t  t o  a n y  l i s t i n g  a g r e e m e n t  w i t h  a n y  n a t i o n a l  s e c u r i t i e s  e x c h a n g e  o r  
i n t e r - d e a l e r  q u o t a t i o n  system, i n  w h i c h  case t h e  p a r t y  p r o p o s i n g  t o  i s s u e  s u c h  
press release or m a k e  s u c h  p u b l i c  a n n o u n c e m e n t  s h a l l  u s e  i t s  best e f f o r t s  t o  
c o n s u l t  i n  good f a i t h  w i t h  t h e  o t h e r  p a r t y  b e f o r e  i s s u i n g  a n y  s u c h  p r e s s  
re lease  o r  m a k i n g  any s u c h  p u b l i c  a n n o u n c e m e n t s .  
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S e c t i o n  6 . 8 .  A f f i l i a t e s .  V i r g i n i a  G a s  s h a l l  u s e  i t s  best e f f o r t s  t o  c a u s e  
e a c h  p r i n c i p a l  e x e c u t i v e  o f f i c e r ,  e a c h  d i r e c t o r  a n d  e a c h  o t h e r  p e r s o n  who may 
be d e e m e d  t o  be a n  " a f f i l i a t e , "  f o r  p u r p o s e s  o f  R u l e  1 4 5  u n d e r  t h e  S e c u r i t i e s  
A c t ,  o f  V i r g i n i a  G a s  t o  d e l i v e r  t o  NU1 a t  o r  p r i o r  t o  t h e  E f f e c t i v e  T i m e  a 
w r i t t e n  a g r e e m e n t  ( s u b s t a n t i a l l y  i n  t h e  f o r m  of  E x h i b i t  6 . 8  a t t a c h e d  h e r e t o )  t o  
t h e  e f f e c t  t h a t  s u c h  p e r s o n  w i l l  n o t  o f f e r  t o  sell,  sell o r  o t h e r w i s e  d ispose 
o f  a n y  s h a r e s  o f  NU1 Common S t o c k  i s s u e d  i n  t h e  Merger, e x c e p t ,  i n  e a c h  case,  
p u r s u a n t  t o  a n  e f f e c t i v e  r e g i s t r a t i o n  s t a t e m e n t  o r  i n  c o m p l i a n c e  w i t h  Rule 145, 
a s  a m e n d e d  f r o m  t i m e  t o  t i m e ,  o r  i n  a t r a n s a c t i o n  w h i c h ,  i n  t h e  o p i n i o n  of  
l e g a l  c o u n s e l  s a t i s f a c t o r y  t o  N U I ,  i s  e x e m p t  f rom t h e  r e g i s t r a t i o n  r e q u i r e m e n t s  
of t h e  S e c u r i t i e s  A c t .  

S e c t i o n  6 . 9 .  I n t e n t i o n a l l y  O m i t t e d .  

S e c t i o n  6 . 1 0 .  L e t t e r  of V i r g i n i a  G a s '  A c c o u n t a n t s .  V i r g i n i a  G a s  shall u s e  
i t s  best  e f f o r t s  t o  c a u s e  t o  be d e l i v e r e d  t o  NU1 t w o  l e t te rs  f r o m  A r t h u r  
A n d e r s o n ,  LLP,  o n e  d a t e d  a d a t e  w i t h i n  t w o  b u s i n e s s  days  b e f o r e  t h e  da te  o n  
w h i c h  t h e  R e q i s t r a t i o n  S t a t e m e n t  s h a l l  b e c o m e  e f f e c t i v e  and o n e  dated t h e  
C l o s i n g  Date,  i n  f o r m  a n d  s u b s t a n c e  r e a s o n a b l y  s a t i s f a c t o r y  t o  NU1 a n d  V i r g i n i a  
G a s  and c u s t o m a r y  i n  scope a n d  s u b s t a n c e  f o r  a g r e e d - u p o n  p r o c e d u r e s  l e t t e r s  
d e l i v e r e d  by i n d e p e n d e n t  a c c o u n t a n t s  i n  c o n n e c t i o n  w i t h  r e g i s t r a t i o n  s t a t e m e n t s  
s i m i l a r  t o  t h e  R e g i s t r a t i o n  S t a t e m e n t .  

S e c t i o n  6 . 1 1 .  L e t t e r  of NUI's A c c o u n t a n t s .  NU1 s h a l l  use i t s  bes t  e f f o r t s  t o  
c a u s e  t o  be d e l i v e r e d  t o  V i r g i n i a  G a s  t w o  l e t t e r s  f r o m  A r t h u r  A n d e r s e n ,  LLP,  
o n e  d a t e d  a d a t e  w i t h i n  t w o  b u s i n e s s  days b e f o r e  t h e  d a t e  o n  w h i c h  t h e  
R e g i s t r a t i o n  S t a t e m e n t  shall become e f f e c t i v e  a n d  o n e  dated t h e  C l o s i n g  Date, 
i n  form a n d  s u b s t a n c e  r e a s o n a b l y  s a t i s f a c t o r y  t o  V i r g i n i a  G a s  a n d  NU1 a n d  
c u s t o m a r y  i n  scope a n d  s u b s t a n c e  for a g r e e d - u p o n  p r o c e d u r e s  l e t t e r s  d e l i v e r e d  
b y  i n d e p e n d e n t  a c c o u n t a n t s  i n  c o n n e c t i o n  w i t h  r e g i s t r a t i o n  s t a t e m e n t s  s i m i l a r  
t o  t h e  R e g i s t r a t i o n  S t a t e m e n t .  

S e c t i o n  6 . 1 2 .  O p i n i o n s  o f  F i n a n c i a l  A d v i s o r s .  V i r g i n i a  G a s  s h a l l  u s e  i t s  
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b e s t  e f f o r t s  t o  c a u s e  CIBC t o  p r o v i d e  i t s  o p i n i o n ,  a s  of a d a t e  n o  e a r l i e r  t h a n  
t h r e e  b u s i n e s s  days p r i o r  to t h e  d a t e  t h a t  t h e  J o i n t  P r o x y  S t a t e m e n t / P r o s p e c t u s  
is m a i l e d  t o  s t o c k h o l d e r s  of V i r g i n i a  G a s ,  a s  t o  t h e  f a i r n e s s  o f  t h e  e x c h a n g e  
r a t i o  c o n t e m p l a t e d  i n  t h i s  A g r e e m e n t  t o  t h e  s t o c k h o l d e r s  o f  V i r g i n i a  G a s  f r o m  a 
f i n a n c i a l  p o i n t  of v i e w ,  a s  c o n t e m p l a t e d  by t h i s  A g r e e m e n t ,  a n d  s h a l l  i n c l u d e  
S u c h  u p d a t e d  o p i n i o n  i n  t h e  J o i n t  P r o x y  S t a t e m e n t / P r o s p e c t u s .  

S e c t i o n  6 . 1 3 .  I n d e m n i f i c a t i o n ;  I n s u r a n c e .  

( a )  E x c e p t  a s  may be l i m i t e d  by a p p l i c a b l e  Law, f r o m  t h e  E f f e c t i v e  T i m e  
a n d  f a r  a p e r i o d  o f  s i x  years  t h e r e a f t e r ,  N U 1  s h a l l  c a u s e  V i r g i n i a  Gas t o  
m a i n t a i n  a l l  r i g h t s  o f  i n d e m n i f i c a t i o n  e x i s t i n g  i n  f a v o r  of t h e  directors 
a n d  o f f i c e r s  o f  V i r g i n i a  G a s  o n  t e r m s  n o  l e s s  f a v o r a b l e  t h a n  t h o s e  p r o v i d e d  
in t h e  Amended a n d  R e s t a t e d  C e r t i f i c a t e  o f  I n c o r p o r a t i o n  a n d  B y l a w s  of  
V i r g i n i a  G a s  o n  t h e  d a t e  o f  t h i s  A g r e e m e n t  w i t h  respect t o  mat ters  
o c c u r r i n g  p r i o r  t o  t h e  E f f e c t i v e  T i m e .  

(b) N U S  s h a l l  c a u s e  t o  be m a i n t a i n e d  i n  e f f e c t  f o r  s i x  years  f r o m  t h e  
E f f e c t i v e  T i m e  t h e  c u r r e n t  p o l i c i e s  f o r  d i r e c t o r s '  a n d  o f f i c e r s '  l i a b i l i t y  
i n s u r a n c e  m a i n t a i n e d  by V i r g i n i a  G a s  ( p r o v i d e d  t h a t  NU1 may s u b s t i t u t e  
t h e r e f o r  p o l i c i e s  o f  a t  l e a s t  t h e  same c o v e r a g e  c o n t a i n i n g  t e r m s  a n d  
c o n d i t i o n s  t h a t  a re  n o t  m a t e r i a l l y  less a d v a n t a g e o u s )  w i t h  respect t o  
m a t t e r s  o c c u r r i n g  p r i o r  t o  t h e  E f f e c t i v e  T i m e ,  t o  t h e  e x t e n t  s u c h  i n s u r a n c e  
i s  a v a i l a b l e  to N U 1  i n  t h e  m a r k e t .  

S e c t i o n  6 . 1 4 .  PUHCA a n d  t h e  N a t u r a l  G a s  A c t .  

( a }  N o n e  of t h e  p a r t i e s  h e r e t o  s h a l l ,  n o r  s h a l l  a n y  p a r t y  p e r m i t  a n y  of  
i t s  S u b s i d i a r i e s  t o ,  w i t h o u t  t h e  o t h e r  p a r t y ' s  c o n s e n t ,  w h i c h  c o n s e n t  s h a l l  
n o t  be u n r e a s o n a b l y  w i t h h e l d ,  c o n d i t i o n e d  o r  delayed, e n g a g e  i n  a n y  
a c t i v i t i e s  t h a t  w o u l d  (1) cause a c h a n g e  i n  i t s  s t a t u s  o r  t h a t  o f  i t s  
S u b s i d i a r i e s  u n d e r  PUHCA, i n c l u d i n g ,  w i t h o u t  l i m i t a t i o n ,  t h e  r e g i s t r a t i o n  
by e i t h e r  p a r t y  u n d e r  PUHCA o r  (11) r e s u l t  i n  j u r i s d i c t i o n  by FERC o v e r  t h e  
M e r g e r .  

( b )  None o f  the p a r t i e s  h e r e t o  s h a l l ,  n o r  s h a l l  a n y  party permit a n y  of  
i t s  S u b s i d i a r i e s  t o ,  w i t h o u t  t h e  o t h e r  p a r t y ' s  c o n s e n t ,  w h i c h  c o n s e n t  s h a l l  
not be u n r e a s o n a b l y  w i t h h e l d ,  c o n d i t i o n e d  o r  d e l a y e d ,  f a i l  t o  
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t a k e  s u c h  a c t i o n s  t h a t  a re  n e c e s s a r y  t o  (1) p r e s e r v e  e x i s t i n g  e x e m p t i o n s  
f r o m  r e g i s t r a t i o n  u n d e r  PUHCA or ( i i )  a l l o w  t h e  M e r g e r  t o  proceed w i t h o u t  a 
r e q u i r e m e n t  f o r  a p p r o v a l  by FERC . 

S e c t i o n  6 .15 .  I n t e r i m  F i n a n c i n g .  

A t t a c h e d  h e r e t o  as  E x h i b i t  6.15 is  a term s h e e t  s e t t i n g  f o r t h  t h e  
p r i n c i p a l  terms of certain f i n a n c i n g  t o  be p r o v i d e d  t o  V i r g i n i a  G a s  by N U 1  
C a p i t a l  Corp., a w h o l l y - o w n e d  s u b s i d i a r y  o f  NUI. V i r g i n i a  G a s  a n d  N U 1  a q r e e  
( a n d  N U 1  a g r e e s  t o  c a u s e  N U 1  C a p i t a l  C o r p . )  to w o r k  d i l i g e n t l y  a n d  i n  g o o d  
f a i t h  t o  c o m p l e t e  t h e  f i n a n c i n g  described i n  E x h i b i t  6.15 i n  a c c o r d a n c e  
w i t h  t h e  terms t h e r e o f .  

S e c t i o n  6 . 1 6 .  Amendment o f  A g r e e m e n t  i n  C e r t a i n  C i r c u m s t a n c e s .  

I n  t h e  e v e n t  t h a t  t h e  t r a n s a c t i o n s  c o n t e m p l a t e d  by t h e  R e g i s t r a t i o n  
S t a t e m e n t  o n  Form 5-4 f i l e d  by N U 1  H o l d i n g  Company o n  F e b r u a r y  9 ,  2000 
( R e g i s t r a t i o n  No. 333-30092), h a v e  b e e n  c o n s u m m a t e d  p r i o r  t o  t h e  E f f e c t i v e  
T i m e ,  t h e  p a r t i e s  h e r e t o  a g r e e  t o  (1) e n t e r  i n t o  a n  a m e n d m e n t  t o  t h i s  
A g r e e m e n t ,  or t o  a m e n d  a n d  r e s t a t e  t h i s  A g r e e m e n t  i n  i t s  e n t i r e t y ,  t o  
p r o v i d e  f o r  t h e  s u b s t i t u t i o n  o f  NU1 H o l d i n g  Company f o r  NU1 h e r e i n ,  a n d  t o  
a m e n d  a n y  other p r o v i s i o n s  h e r e i n  t h a t  may be r e q u i r e d  i n  order t o  g i v e  
f u l l  e f f e c t  t o  t h e  t r a n s a c t i o n s  c o n t e m p l a t e d  h e r e i n ;  a n d  ( i i )  a t  t h e  
e l e c t i o n  of N U I ,  t o  e n t e r  i n t o  a n  a m e n d m e n t  t o  t h i s  A g r e e m e n t ,  or  t o  a m e n d  
a n d  r e s t a t e  t h i s  A g r e e m e n t  in its e n t i r e t y ,  t o  p r o v i d e  for t h e  m e r g e r  of 
V i r g i n i a  G a s  w i t h  a n d  i n t o  Merger S u b s i d i a r y  w i t h  M e r g e r  S u b s i d i a r y  b e i n g  
t h e  s u r v i v i n g  c o r p o r a t i o n  i n  the Merger. 

ARTICLE V I 1  

CONDITIONS PRECEDENT T O  CONSUMMATION OF THE MERGER 

S e c t i o n  7 . 1 .  C o n d i t i o n s  P r e c e d e n t  t o  E a c h  P a r t y ' s  O b l i g a t i o n  t o  E f f e c t  t h e  
Merger. 
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The respect ive o b l i g a t i o n  o f  e a c h  p a r t y  t o  c o n s u m m a t e  t h e  M e r g e r  i s  s u b l e c t  
t o  t h e  s a t i s f a c t i o n  a t  or p r i o r  to  t h e  E f f e c t i v e  T i m e  of t h e  f o l l o w i n g  
c o n d i t i o n s  p r e c e d e n t :  

(a) t h e  t r a n s a c t i o n s  c o n t e m p l a t e d  i n  t h i s  A g r e e m e n t  s h a l l  h a v e  b e e n  
adopted by t h e  a f f i r m a t i v e  v o t e  o f  t h e  s t o c k h o l d e r s  o f  V i r g i n i a  G a s  by t h e  
r e q u i s i t e  v o t e  i n  a c c o r d a n c e  w i t h  t h e  D E L ;  

( b )  no order, decree o r  i n j u n c t i o n  s h a l l  h a v e  b e e n  e n a c t e d ,  e n t e r e d ,  
p r o m u l g a t e d  o r  e n f o r c e d  by a n y  U n i t e d  S t a t e s  c o u r t  o f  c o m p e t e n t  
j u r i s d i c t i o n  o r  a n y  G o v e r n m e n t a l  A u t h o r i t y  w h i c h  p r o h i b i t s  t h e  c o n s u m a t i o n  
of  t h e  M e r g e r ;  p r o v i d e d ,  h o w e v e r ,  t h a t  t h e  p a r t i e s  h e r e t o  s h a l l  use t h e i r  
best e f f o r t s  t o  h a v e  a n y  s u c h  o r d e r ,  decree o r  i n j u n c t i o n  v a c a t e d  o r  
r e v e r s e d ;  

( c )  t h e  R e g i s t r a t i o n  S t a t e m e n t  s h a l l  h a v e  become e f f e c t i v e  i n  a c c o r d a n c e  
w i t h  t h e  p r o v i s i o n s  o f  t h e  S e c u r i t i e s  A c t ,  a n d  n o  s t o p  order s u s p e n d i n g  
s u c h  e f f e c t i v e n e s s  s h a l l  h a v e  b e e n  i s s u e d  a n d  r e m a i n  i n  e f f e c t ;  

( d )  (i) a n y  w a i t i n g  pe r iod  a p p l i c a b l e  t o  t h e  M e r g e r  u n d e r  t h e  H S R  A c t  
s h a l l  h a v e  t e r m i n a t e d  o r  e x p i r e d ,  (11) all app l i cab le  r e q u i r e m e n t s  of t h e  
E x c h a n g e  A c t  s h a l l  h a v e  b e e n  s a t i s f i e d ,  ( i i i)  a l l  NU1 R e q u i r e d  C o n s e n t s  a n d  
V i r g i n i a  G a s  R e q u i r e d  C o n s e n t s  s h a l l  h a v e  b e e n  made or  o b t a i n e d  ( a s  t h e  
case may be )  a n d  b e c o m e  f i n a l  a n d  ( i v )  a n y  a p p l i c a b l e  f i l i n g s  u n d e r  s t a t e  
securities, " B l u e  S k y "  or t a k e o v e r  l a w s  s h a l l  h a v e  b e e n  m a d e ;  

( e )  t h e  receipt  by t h e  p a r t i e s  h e r e t o ,  b a s e d  on c u s t o m a r y  a s s u m p t i o n s  
a n d  o n  r e p r e s e n t a t i o n s  set  f o r t h  i n  c e r t i f i c a t e s  o f  o f f i c e r s  of N U 1  a n d  
V i r g i n i a  G a s ,  of t h e  o p i n i o n  o f  H u n t o n  & W i l l i a m s  a d d r e s s e d  t o  t h e  board o f  
d i r e c t o r s  of N U 1  a n d  t h e  board of d i r e c t o r s  o f  V i r g i n i a  G a s  (da t ed  t h e  da te  
of  t h e  E f f e c t i v e  T i m e )  t o  t h e  e f f e c t  t h a t ,  f o r  U n i t e d  S t a t e s  f e d e r a l  i n c o m e  
t a x  p u r p o s e s ,  (1) t h e  M e r g e r  w i l l  c o n s t i t u t e  a " r e o r g a n i z a t i o n "  u n d e r  
S e c t i o n  368(a) o f  t h e  C o d e ,  ( i i)  n o  g a i n  o r  loss w i l l  be r e c o g n i z e d  by N U I ,  
M e r g e r  S u b s i d i a r y  o r  V i r g i n i a  G a s  u p o n  c o n s u m m a t i o n  o f  t h e  M e r g e r ,  ( i i i )  n o  
g a i n  o r  loss w i l l  be r e c o g n i z e d  by s t o c k h o l d e r s  o f  V i r g i n i a  G a s  u p o n  t h e  
e x c h a n g e  of s h a r e s  o f  V i r g i n i a  Gas Common S t o c k  s o l e l y  for s h a r e s  of N U 1  
Common S t o c k  ( i n c l u d i n g  a n y  f r a c t i o n a l  s h a r e  i n t e r e s t )  i n  t h e  M e r g e r ,  ( i v )  
t h e  

A-30 

a g g r e g a t e  b a s i s  of s h a r e s  o f  N U 1  Common Stock ( i n c l u d i n g  a n y  f r a c t i o n a l  
s h a r e  i n t e r e s t )  r e c e i v e d  b y  a V i r g i n i a  G a s  s t o c k h o l d e r  i n  t h e  M e r g e r  w i l l  
be t h e  s a m e  a s  t h e  a g g r e g a t e  b a s i s  o f  t h e  s h a r e s  o f  V i r g i n i a  G a s  Common 
Stock e x c h a n g e d  t h e r e f o r ,  { v )  t h e  h o l d i n g  p e r i o d  f o r  s h a r e s  o f  N U 1  Common 
S t o c k  ( i n c l u d i n g  a n y  f r a c t i o n a l  s h a r e  i n t e r e s t )  r e c e i v e d  by a V i r g i n i a  G a s  
s t o c k h o l d e r  i n  t h e  M e r g e r  w i l l  i n c l u d e  t h e  h o l d i n g  pe r iod  for t h e  s h a r e s  of 
V i r g i n i a  G a s  Common S t o c k  e x c h a n g e d  t h e r e f o r ,  i f  s u c h  s h a r e s  o f  V i r g i n i a  
G a s  Common S t o c k  a r e  h e l d  a s  a c a p i t a l  asset a t  t h e  E f f e c t i v e  T i m e  a n d  ( v i )  
c a s h  received i n  l i e u  o f  a f r a c t i o n a l  s h a r e  o f  NU1 Common S t o c k  w i l l  be 
t r e a t e d  a s  h a v i n g  b e e n  r e c e i v e d  a s  f u l l  p a y m e n t  i n  e x c h a n g e  f o r  s u c h  
f r a c t i o n a l  s h a r e ;  a n d  

( f )  t h e  s h a r e s  o f  NU1 Common Stock r e q u i r e d  t o  be i s s u e d  h e r e u n d e r  s h a l l  
h a v e  b e e n  l i s t e d  for t r a d i n g  o n  t h e  NYSE s u b j e c t  t o  o f f i c i a l  n o t i c e  o f  
I s s u a n c e .  

S e c t i o n  7 . 2 .  C o n d i t i o n s  P r e c e d e n t  t o  O b l i g a t i o n s  o f  V i r g i n i a  G a s .  T h e  
o b l i g a t i o n s  o f  V i r g i n i a  G a s  t o  c o n s u m m a t e  t h e  Merger a re  s u b j e c t  t o  t h e  
s a t i s f a c t i o n  o r  w a i v e r  a t  or p r i o r  t o  t h e  E f f e c t i v e  T i m e  o f  t h e  f o l l o w i n g  
c o n d i t i o n s  p r e c e d e n t :  

(a) t h e r e  s h a l l  h a v e  o c c u r r e d  no m a t e r i a l  a d v e r s e  c h a n g e  i n  t h e  
b u s i n e s s ,  f i n a n c i a l  c o n d i t i o n  o r  r e s u l t s  o f  o p e r a t i o n s  o f  t h e  NU1 
C o m p a n i e s ,  t a k e n  a s  a w h o l e ,  f r o m  t h e  d a t e  h e r e o f  t o  t h e  E f f e c t i v e  T i m e ;  

( b )  t h e  r e p r e s e n t a t i o n s  a n d  w a r r a n t i e s  o f  NU1 c o n t a i n e d  i n  A r t i c l e  I V  
s h a l l  be t r u e  a n d  correct i n  all respects  ( a s  t o  r e p r e s e n t a t i o n s  a n d  
w a r r a n t i e s  q u a l i f i e d  o r  l i m i t e d  by t h e  t e r m  "Mater ia l  A d v e r s e  E f f e c t , "  t h e  
w o r d  "ma te r i a l , "  or p h r a s e s  of l i k e  i m p o r t ) ,  a n d  i n  a l l  m a t e r i a l  respects 
( a s  t o  r e p r e s e n t a t i o n s  a n d  w a r r a n t i e s  n o t  so  q u a l i f i e d  o r  l i m i t e d )  w h e n  

m a d e  a n d  a t  a n d  a s  o f  t h e  E f f e c t i v e  T i m e  w i t h  t h e  s a m e  force a n d  e f f e c t  a s  
if t h o s e  r e p r e s e n t a t i o n s  a n d  w a r r a n t i e s  h a d  b e e n  made a t  a n d  as o f  s u c h  
t i m e  except (1) t o  t h e  e x t e n t  such r e p r e s e n t a t i o n s  a n d  w a r r a n t i e s  s p e a k  a s  
of a s p e c i f i e d  e a r l i e r  d a t e ,  a n d  ( i i )  a s  o t h e r w i s e  c o n t e m p l a t e d  o r  
permit ted by t h i s  A g r e e m e n t ;  
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( c )  NU1 s h a l l ,  i n  a l l  mater ia l  respects ,  h a v e  p e r f o r m e d  a l l  o b l i g a t i o n s  
a n d  c o m p l i e d  w i t h  a l l  c o v e n a n t s  n e c e s s a r y  t o  be p e r f o r m e d  or c o m p l i e d  w i t h  
by i t  u n d e r  t h i s  A g r e e m e n t  on or b e f o r e  t h e  E f f e c t i v e  T i m e ;  

( d )  V i r g i n i a  Gas s h a l l  h a v e  received a c e r t i f i c a t e  o f  t h e  P r e s i d e n t  a n d  
C h i e f  E x e c u t i v e  O f f i c e r  o r  S e n i o r  V i c e  P r e s i d e n t  a n d  C h i e f  O p e r a t i n g  
O f f i c e r  of N U I ,  i n  f o r m  s a t i s f a c t o r y  t o  c o u n s e l  f o r  V i r g i n i a  G a s ,  
c e r t i f y i n g  f u l f i l l m e n t  o f  t h e  m a t t e r s  r e f e r r e d  t o  i n  p a r a g r a p h s  ( ( a ) )  
t h r o u g h  ( ( c ) )  o f  t h i s  S e c t i o n  7 . 2 ;  

( e )  V i r g i n i a  G a s  s h a l l  h a v e  r e c e i v e d  a s a t i s f a c t o r y  o p i n i o n  f r o m  CIBC 
p u r s u a n t  t o  S e c t i o n  6 . 1 2  as  to t h e  f a i r n e s s  o f  t h e  e x c h a n g e  r a t i o  
c o n t e m p l a t e d  i n  t h i s  A g r e e m e n t ,  f r o m  a f i n a n c i a l  p o i n t  of v i e w ,  t o  t h e  
s t o c k h o l d e r s  o f  V i r g i n i a  G a s ;  

( f )  a l l  p r o c e e d i n g s ,  co rpora t e  o r  o t h e r ,  t o  be t a k e n  by NU1 i n  
c o n n e c t i o n  w i t h  t h e  t r a n s a c t i o n s  c o n t e m p l a t e d  by t h i s  A g r e e m e n t ,  a n d  a l l  
d o c u m e n t s  i n c i d e n t  t h e r e t o ,  s h a l l  be r e a s o n a b l y  s a t i s f a c t o r y  i n  f o r m  a n d  
s u b s t a n c e  t o  V l r g i n i a  G a s  a n d  c o u n s e l  f o r  V i r g i n i a  Gas,  a n d  N U 1  s h a l l  h a v e  
made a v a i l a b l e  t o  V i r g i n i a  G a s  f o r  e x a m i n a t i o n  t h e  o r i g i n a l s  o r  t r u e  a n d  
correct c o p i e s  of a l l  d o c u m e n t s  t h a t  V i r g i n i a  G a s  m a y  r e a s o n a b l y  r e q u e s t  i n  
c o n n e c t i o n  w i t h  t h e  t r a n s a c t i o n s  c o n t e m p l a t e d  by t h i s  A g r e e m e n t ;  a n d  

( g )  V i r g i n i a  G a s  shall h a v e  r e c e i v e d  e a c h  o f  t h e  a c c o u n t a n t s ’  l e t t e r s  
c o n t e m p l a t e d  by S e c t i o n  6 . 1 1  h e r e o f  t o  be r s c e i v e d  by i t .  

S e c t i o n  7 . 3 .  C o n d i t i o n s  P r e c e d e n t  t o  O b l i g a t i o n s  of NUI. T h e  o b l i g a t i o n s  o f  
NU1 t o  c o n s u m m a t e  t h e  M e r g e r  are s u b l e c t  t o  t h e  s a t i s f a c t i o n  o r  w a i v e r  a t  o r  
prior t o  t h e  E f f e c t i v e  T i m e  o f  t h e  f o l l o w i n g  c o n d i t i o n s  p r e c e d e n t :  

( a )  t h e r e  s h a l l  h a v e  o c c u r r e d  n o  m a t e r i a l  a d v e r s e  c h a n g e  i n  t h e  
b u s i n e s s ,  f i n a n c i a l  c o n d i t i o n  or  r e s u l t s  o f  o p e r a t i o n s  of t h e  V i r g i n i a  G a s  
C o m p a n i e s ,  t a k e n  as  a w h o l e ,  f r o m  t h e  d a t e  h e r e o f  t o  t h e  E f f e c t i v e  T i m e ;  

( b )  t h e  r e p r e s e n t a t i o n s  a n d  w a r r a n t i e s  o f  V i r g i n i a  G a s  c o n t a i n e d  i n  
A r t i c l e  V s h a l l  be t r u e  a n d  c o r r e c t  i n  all respects ( a s  to r e p r e s e n t a t i o n s  
a n d  w a r r a n t i e s  q u a l i f i e d  o r  l i m i t e d  by t h e  t e r m  “Material A d v e r s e  

A-31 

E f f e c t , ”  t h e  w o r d  “ m a t e r i a l , ”  or p h r a s e s  o f  like i m p o r t ) ,  a n d  i n  a l l  
ma te r i a l  respects ( a s  t o  r e p r e s e n t a t i o n s  a n d  w a r r a n t i e s  n o t  so  q u a l i f i e d  o r  
l i m i t e d )  when m a d e  a n d  a t  a n d  a s  o€ t h e  E f f e c t i v e  T i m e  w i t h  t h e  s a m e  f o r c e  
a n d  e f f e c t  a s  i f  t h o s e  r e p r e s e n t a t i o n s  a n d  w a r r a n t i e s  h a d  b e e n  m a d e  at a n d  
a s  o f  s u c h  t i m e  e x c e p t  ( i )  t o  t h e  e x t e n t  s u c h  r e p r e s e n t a t i o n s  a n d  
w a r r a n t i e s  s p e a k  a s  of a s p e c i f i e d  e a r l i e r  d a t e ,  a n d  ( i i }  as  o t h e r w i s e  
c o n t e m p l a t e d  or p e r m i t t e d  by t h i s  A g r e e m e n t ;  

(c) V i r g i n i a  Gas s h a l l ,  i n  all m a t e r i a l  respects,  h a v e  p e r f o r m e d  a l l  
o b l i g a t i o n s  a n d  complied w i t h  a l l  c o v e n a n t s  n e c e s s a r y  t o  be p e r f o r m e d  o r  
complied w i t h  by i t  o n  o r  b e f o r e  t h e  E f f e c t i v e  Time;  

( d )  N U 1  s h a l l  h a v e  r e c e i v e d  a c e r t i f i c a t e  of t h e  P r e s i d e n t  a n d  C h i e f  
E x e c u t i v e  O f f i c e r  o r  V i c e  P r e s i d e n t  a n d  C h i e f  F i n a n c i a l  O f f i c e r  of V i r g i n i a  
G a s ,  i n  f o r m  s a t i s f a c t o r y  t o  c o u n s e l  f o r  N U I ,  certifying f u l f i l l m e n t  of t h e  
mat ters  r e f e r r e d  t o  i n  p a r a g r a p h s  ( ( a ) )  t h r o u g h  ( ( c ) )  o f  t h i s  S e c t i o n  7 . 3 ;  

( e )  The E d w a r d s  A g r e e m e n t  s h a l l  be i n  f u l l  f o r c e  a n d  e f f e c t  i n  
a c c o r d a n c e  w i t h  i t s  terms a n d  s h a l l  n o t  h a v e  b e e n  a m e n d e d ,  m o d i f i e d ,  
r e p u d i a t e d  or r e j e c t e d ;  

( f )  a l l  p r o c e e d i n g s ,  c o r p o r a t e  O K  o t h e r ,  t o  be t a k e n  by V i r g i n i a  Gas i n  
c o n n e c t i o n  w i t h  t h e  t r a n s a c t i o n s  c o n t e m p l a t e d  by t h i s  A g r e e m e n t ,  a n d  a l l  
d o c u m e n t s  i n c i d e n t  t h e r e t o ,  s h a l l  be r e a s o n a b l y  s a t i s f a c t o r y  i n  f o r m  a n d  
s u b s t a n c e  t o  N U 1  a n d  NUI’s c o u n s e l ,  a n d  V i r g i n i a  G a s  s h a l l  h a v e  m a d e  
a v a i l a b l e  t o  NU1 f o r  e x a m i n a t i o n  t h e  o r i g i n a l s  o r  t r u e  a n d  correct copies  
o f  a l l  d o c u m e n t s  t h a t  NU1 may r e a s o n a b l y  r e q u e s t  i n  c o n n e c t i o n  w i t h  t h e  
t r a n s a c t i o n s  c o n t e m p l a t e d  by t h i s  A g r e e m e n t ;  

( 9 )  NU1 s h a l l  h a v e  r e c e i v e d  from e a c h  p e r s o n  s p e c i f i e d  i n  S e c t i o n  6 . 8  
h e r e o f  t h e  w r i t t e n  a g r e e m e n t  referred t o  I n  s u c h  S e c t i o n  6 . 8 ;  

( h )  NUX s h a l l  h a v e  r e c e i v e d  e a c h  of t h e  a c c o u n t a n t s ’  le t ters  
c o n t e m p l a t e d  by S e c t i o n  6 . 1 0  h e r e o f  t o  be r e c e i v e d  by i t ;  
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(1) No e v e n t  s h a l l  h a v e  o c c u r r e d  t h a t  w o u l d ,  w i t h  o r  w i t h o u t  t h e  passage 
o f  t i m e  o r  c o m p l i a n c e  w i t h  a n y  appl icable  n o t i c e  r e q u i r e m e n t s  o r  b o t h  
c o n s t i t u t e  a d e f a u l t  u n d e r  or g i v e  r i s e  t o  a r i g h t  o f  t e r m i n a t i o n  w i t h  
respect t o  ( i )  t h e  F i r m  P i p e l i n e  S e r v i c e  A g r e e m e n t ,  dated a s  o f  F e b r u a r y  5,  
1 9 9 9 ,  by a n d  b e t w e e n  V i r g i n i a  G a s  P i p e l i n e  Company a n d  R o a n o k e  G a s  Company 
a n d  (11) t h e  F i r m  P i p e l i n e  S e r v i c e  A g r e e m e n t ,  da t ed  a s  o f  A p r i l  1 7 ,  1 9 9 7 ,  
by a n d  b e t w e e n  V i r g i n i a  G a s  P i p e l i n e  Company a n d  U n i t e d  C i t i e s  G a s  Company 
( c o l l e c t i v e l y ,  t h e  " P i p e l i n e  Company C o n t r a c t s " ) ,  a n d  t h e  P i p e l i n e  Company 

C o n t r a c t s  s h a l l  be i n  f u l l  f o r c e  a n d  e f f e c t  i n  a c c o r d a n c e  w i t h  t h e i r  t e r m s ;  

( 1 )  T h e  S a l t v i l l e  P u r c h a s e  A g r e e m e n t  s h a l l  be i n  f u l l  force a n d  e f f e c t  
a n d  s h a l l  n o t  h a v e  b e e n  a m e n d e d ,  modi f ied ,  r e p u d i a t e d  o r  r e jec ted ;  
p r o v i d e d ,  h o w e v e r ,  t h a t  t h e  t r a n s a c t i o n s  c o n t e m p l a t e d  by t h e  S a l t v i l l e  
P u r c h a s e  A g r e e m e n t  may h a v e  b e e n  c o n s u m m a t e d  p r i o r  t o  t h e  E f f e c t i v e  T i m e  i n  
a c c o r d a n c e  w i t h  t h e  terms t h e r e o f ;  a n d  

( k )  N o  V i r g i n i a  G a s  A f f i l i a t e  or V i r g i n i a  G a s  P a r t n e r s h i p  s h a l l  h a v e  
t a k e n  a n y  o f  t h e  a c t i o n s  described i n  S e c t i o n  6.1 h e r e o f  w h i c h  a c t i o n s ,  
c o n s i d e r e d  i n  t h e  a g g r e g a t e ,  c o u l d  r e a s o n a b l y  be e x p e c t e d  t o  h a v e  a 
Mate r i a l  A d v e r s e  E f f e c t  o n  t h e  V i r g i n i a  G a s  C o m p a n i e s .  

ARTICLE VI11 

TERMINATION; AMENDMENT; WAIVER 

S e c t i o n  8 . 1 .  T e r m i n a t i o n .  T h i s  A g r e e m e n t  m a y  be t e r m i n a t e d  a n d  t h e  Merqer 
c o n t e m p l a t e d  h e r e b y  m a y  be a b a n d o n e d  a t  a n y  t i m e  n o t w i t h s t a n d i n g  a d o p t i o n  
t h e r e o f  by t h e  s t o c k h o l d e r s  of V i r g i n i a  G a s ,  b u t  p r i o r  t o  t h e  E f f e c t i v e  T i m e :  

( a )  by m u t u a l  w r i t t e n  c o n s e n t  o f  V i r g i n i a  G a s  a n d  N U I ;  

( b )  by V i r g i n i a  G a s  or N U I ,  i f  t h e  E f f e c t i v e  T i m e  s h a l l  n o t  h a v e  
o c c u r r e d  on or  b e f o r e  D e c e m b e r  31, 2000; p r o v i d e d ,  h o w e v e r ,  t h a t  i f  a l l  
c o n d i t i o n s  p r o v i d e d  i n  A r t i c l e  V I 1  h e r e o f ,  o t h e r  t h a n  o n e  o r  m o r e  of t h e  
c o n d i t i o n s  p r o v i d e d  i n  S e c t i o n  7 . l ( ( d ) )  h e r e o f ,  h a v e  b e e n  s a t i s f i e d  o r  
w a i v e d ,  and  d i l i g e n t  e f f o r t s  are  

A-32 

b e i n g  u n d e r t a k e n  t o  s a t i s f y  s u c h  c o n d i t i o n s ,  t h e n  t h e  r e f e r e n c e s  t o  
December 31, 2000,  i n  t h i s  S e c t i o n  8 . l ( ( b ) )  shall be d e e m e d  t o  be t h e  da te  
t h a t  is  1 2  m o n t h s  f r o m  t h e  d a t e  of t h i s  A g r e e m e n t  { p r o v i d e d  t h a t  t h e  r i g h t  
t o  t e r m i n a t e  t h i s  A g r e e m e n t  u n d e r  t h i s  S e c t i o n  8.l((b)) shall n o t  be 
a v a i l a b l e  t o  a n y  p a r t y  w h o s e  f a i l u r e  t o  f u l f i l l  a n y  o b l i g a t i o n  u n d e r  t h i s  
A g r e e m e n t  h a s  b e e n  t h e  c a u s e  o f  or h a s  r e s u l t e d  i n  t h e  f a i l u r e  of t h e  
E f f e c t i v e  T i m e  t o  occur  o n  o r  b e f o r e  s u c h  d a t e ) ;  

( c )  by V i r g i n i a  G a s  i f  t h e r e  h a s  b e e n  a m a t e r i a l  b r e a c h  by N U 1  o f  a n y  
r e p r e s e n t a t i o n ,  w a r r a n t y ,  c o v e n a n t  o r  a g r e e m e n t  set f o r t h  i n  t h i s  
A g r e e m e n t ,  w h i c h  b r e a c h  h a s  n o t  b e e n  c u r e d  w i t h i n  t e n  b u s i n e s s  days  
f o l l o w i n g  receipt by N U 1  of  n o t i c e  o f  s u c h  b r e a c h ;  

( d )  by N U 1  i f  (1) t h e  t r a n s a c t i o n s  c o n t e m p l a t e d  i n  t h i s  A g r e e m e n t  s h a l l  
h a v e  b e e n  v o t e d  o n  by h o l d e r s  of V i r q i n i a  G a s  Common S t o c k  a t  a m e e t i n g  
d u l y  c o n v e n e d  t h e r e f o r ,  a n d  t h e  v o t e s  s h a l l  n o t  h a v e  b e e n  s u f f i c i e n t  t o  
s a t i s f y  t h e  c o n d i t i o n  set f o r t h  i n  S e c t i o n  7 . l ( ( a ) )  h e r e o f ,  ( i i )  t h e r e  h a s  
been a m a t e r i a l  b r e a c h  by V i r g i n i a  G a s  of a n y  r e p r e s e n t a t i o n ,  w a r r a n t y ,  
c o v e n a n t  or a g r e e m e n t  set  f o r t h  i n  t h i s  A g r e e m e n t ,  w h i c h  b r e a c h  h a s  n o t  
b e e n  c u r e d  w i t h i n  t e n  b u s i n e s s  days  f o l l o w i n g  r e c e i p t  by V i r g i n i a  G a s  o f  
n o t i c e  o f  s u c h  b r e a c h ,  ( i i i )  t h e  B o a r d  of D i rec to r s  o f  V i r g i n i a  G a s  s h o u l d  
fail t o  r e c o m m e n d  t o  i t s  s t o c k h o l d e r s  a d o p t i o n  of  t h e  t r a n s a c t i o n s  
c o n t e m p l a t e d  by t h i s  A g r e e m e n t  o r  s u c h  r e c o m m e n d a t i o n  s h a l l  h a v e  b e e n  m a d e  
a n d  s u b s e q u e n t l y  w i t h d r a w n ,  a m e n d e d  o r  m o d i f i e d  i n  a n y  m a n n e r  a d v e r s e  t o  
N U I ,  ( i v )  V i r g i n i a  G a s  e l ec t s  n o t  to p r o v i d e  t o  NU1 a n d  i t s  a g e n t s  access 
t o  c o n d u c t  a P h a s e  I 1  e n v i r o n m e n t a l  s i t e  a s s e s s m e n t  a t  a l o c a t i o n  o t h e r  
t h a n  t h o s e  set f o r t h  i n  E x h i b i t  6 . 4  a t t a c h e d  h e r e t o  f o l l o w i n g  a request b y  
N U 1  for s u c h  access p u r s u a n t  t o  S e c t i o n  6 .4  h e r e o f ,  o r  ( v )  t h e  A v e r a g e  N U 1  
P r i c e  i s  less t h a n  $19.00 a n d  N U 1  p r o v i d e s  w r i t t e n  n o t i c e  o f  t e r m i n a t i o n  t o  
V i r g i n i a  G a s  p r i o r  t o  t h e  c lose  of b u s i n e s s  o n  t h e  s e c o n d  t r a d i n g  d a y  
f o l l o w i n g  t h e  D e t e r m i n a t i o n  Date; 

( e )  by V i r g i n i a  G a s ,  i f  (1) i t ,  b a s e d  o n  t h e  a d v i c e  of  o u t s i d e  l e g a l  
c o u n s e l  t o  V i r g i n i a  G a s  t h a t  s u c h  a c t i o n  i s  n e c e s s a r y  i n  order  f o r  t h e  
B o a r d  of D i r e c t o r s  of V i r g i n i a  G a s  t o  comply w i t h  i t s  f i d u c i a r y  d u t i e s  
u n d e r  a p p l i c a b l e  Law, s u b j e c t  t o  c o m p l y i n g  w i t h  t h e  t e r m s  of t h i s  
A g r e e m e n t ,  e n t e r s  i n t o  a b i n d i n g  w r i t t e n  a g r e e m e n t  c o n c e r n i n g  a t r a n s a c t i o n  
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t h a t  c o n s t i t u t e s  a S u p e r i o r  P r o p o s a l  a n d  V i r g i n i a  G a s  n o t i f i e s  N U 1  i n  
w r i t i n g  t h a t  i t  i n t e n d s  t o  e n t e r  i n t o  s u c h  a n  a g r e e m e n t ,  a t t a c h i n g  t h e  m o s t  
c u r r e n t  v e r s i o n  of s u c h  a g r e e m e n t  t o  s u c h  n o t i c e ,  ( 2 )  N U 1  d o e s  n o t  m a k e ,  
w i t h i n  t w o  b u s i n e s s  d a y s  of  receipt of V i r g i n i a  Gas '  w r i t t e n  n o t i f i c a t i o n  
o f  i t s  i n t e n t i o n  t o  e n t e r  i n t o  a b i n d i n g  a g r e e m e n t  f o r  a S u p e r i o r  P r o p o s a l ,  
a n  o f f e r  t o  e n t e r  i n t o  a n  a m e n d m e n t  t o  t h i s  A g r e e m e n t  s u c h  t h a t  t h e  B o a r d  
o f  Directors of  V i r g i n i a  G a s  d e t e r m i n e s ,  i n  good f a i t h  a f t e r  c o n s u l t a t i o n  
w i t h  i t s  f i n a n c i a l  a d v i s o r s ,  t h a t  t h i s  A g r e e m e n t  a s  s o  a m e n d e d  is a t  l e a s t  
a s  f a v o r a b l e ,  f r o m  a f i n a n c i a l  p o i n t  o f  v i e w ,  t o  t h e  s t o c k h o l d e r s  o f  
V i r g i n i a  G a s  a s  t h e  S u p e r i o r  P r o p o s a l  a n d  ( 3 )  V i r g i n i a  G a s  p r i o r  t o  s u c h  
t e r m i n a t i o n  p a y s  t o  NU1 i n  i m m e d i a t e l y  a v a i l a b l e  f u n d s  a n y  f e e s  r e q u i r e d  t o  
be paid p u r s u a n t  t o  S e c t i o n  8 . 3  h e r e o f .  V i r g i n i a  G a s  a g r e e s  ( A )  t h a t  i t  
w i l l  n o t  e n t e r  i n t o  a b i n d i n g  a g r e e m e n t  referred t o  i n  c l a u s e  (1) a b o v e  
u n t i l  a t  l e a s t  t h e  t h i r d  b u s i n e s s  day a f t e r  i t  h a s  p r o v i d e d  t h e  n o t i c e  t o  
N U 1  r e q u i r e d  t h e r e b y  a n d  (B) t o  n o t i f y  N U 1  p r o m p t l y  i f  i t s  i n t e n t i o n  t o  
e n t e r  i n t o  a w r i t t e n  a g r e e m e n t  r e f e r r e d  t o  i n  its n o t i f i c a t i o n  s h a l l  c h a n g e  
a t  a n y  t i m e  a f t e r  g i v i n g  s u c h  n o t i f i c a t i o n ;  

( f )  by V i r g i n i a  G a s  o r  N U I ,  i f  a n y  c o u r t  o f  c o m p e t e n t  j u r i s d i c t i o n  i n  
t h e  U n i t e d  S t a t e s  o r  o t h e r  U n i t e d  S t a t e s  G o v e r n m e n t a l  A u t h o r l t y  s h a l l  h a v e  
i s sued  a n  o rde r ,  d e c r e e  o r  r u l i n g  or t a k e n  a n y  o t h e r  a c t i o n  r e s t r a i n i n g ,  
e n g o i n i n g  o r  o t h e r w i s e  p r o h i b i t i n g  t h e  M e r g e r  a n d  s u c h  o r d e r ,  decree, 
r u l i n g  or o t h e r  a c t i o n  s h a l l  h a v e  become f i n a l  a n d  n o n a p p e a l a b l e ;  or  

( g )  by V i r g i n i a  G a s  i n  t h e  e v e n t  t h e  f i n a n c i n g  a r r a n g e m e n t s  c o n t e m p l a t e d  
by S e c t i o n  6 . 1 5  h e r e o f  ( i )  i n  t h e  case o f  t h e  I n i t i a l  F i n a n c i n g  ( a s  d e f i n e d  
i n  E x h i b i t  6 . 1 5 )  is n o t  c o n s u m m a t e d  w i t h i n  30 days a f t e r  t h e  date  h e r e o f  o r  
( i i )  t h e  B r i d g e  F i n a n c i n g  ( a s  d e f i n e d  i n  E x h i b i t  6 . 1 5 )  is n o t  c o n s u m m a t e d  
w i t h i n  9 0  d a y s  a f t e r  t h e  d a t e  h e r e o f  ( p r o v i d e d  t h a t ,  i n  e a c h  s u c h  case,  t h e  
r i g h t  t o  t e r m i n a t e  t h i s  A g r e e m e n t  u n d e r  t h i s  S e c t i o n  8 . 1 ( 9 )  s h a l l  n o t  be 
a v a i l a b l e  t o  V i r g i n i a  G a s  i f  a n  a c t i o n  or  f a i l u r e  t o  a c t  o n  t h e  par t  o f  
V i r g i n i a  G a s  h a s  b e e n  t h e  c a u s e  o f  or h a s  r e s u l t e d  i n  t h e  f a i l u r e  o f  s u c h  
f i n a n c i n g  t o  be c o n s u m m a t e d ) .  

S e c t i o n  8 . 2 .  E f f e c t  of T e r m i n a t i o n .  I f  t h i s  A g r e e m e n t  is  t e r m i n a t e d  u n d e r  
S e c t i o n  8 .1  h e r e o f  and t h e  M e r g e r  i s  n o t  c o n s u m m a t e d ,  t h i s  A g r e e m e n t  s h a l l  
f o r t h w i t h  become v o i d  a n d  h a v e  no  e f f e c t ,  w i t h o u t  a n y  l i a b i l i t y  o n  t h e  par t  o f  
e i t h e r  par ty  o r  i t s  d i r e c t o r s ,  o f f i c e r s  o r  s t o c k h o l d e r s ,  o t h e r  t h a n  t h e  
p r o v i s i o n s  o f  S e c t i o n  6 . 4 ( ( b ) ) ,  t h i s  S e c t i o n  8 . 2 ,  S e c t i o n  8 . 3  a n d  S e c t i o n  9 . 8 .  

A-33 

S e c t i o n  8 . 3 .  T e r m i n a t i o n  F e e .  

( a )  I f  t h i s  A g r e e m e n t  i s  t e r m i n a t e d  ( i )  by N U 1  p u r s u a n t  t o  S e c t i o n  
8 . l ( ( b ) )  h e r e o f ,  a n d  t h e  f a i l u r e  o f  t h e  E f f e c t i v e  T i m e  t o  o c c u r  h a s  b e e n  
c a u s e d  by or  i s  a t t r i b u t a b l e  t o  any f a i l u r e  by V i r g i n i a  G a s  t o  f u l f i l l .  a n y  
o f  i t s  o b l i g a t i o n s  u n d e r  t h i s  A g r e e m e n t ,  ( i i )  by N U 1  p u r s u a n t  t o  S e c t i o n  
8 . l ( ( d ) ) ( i )  t h r o u g h  ( i i i )  h e r e o f  o r  ( i i i )  by V i r g i n i a  G a s  p u r s u a n t  t o  
S e c t i o n  B . l ( ( e ) )  h e r e o f ,  a n d ,  i n  t h e  case of  a n y  o f  t h e  f o r e g o i n g ,  i f  
V i r g i n i a  G a s  i s  n o t  e n t i t l e d  t o  t e r m i n a t e  t h i s  A g r e e m e n t  by r e a s o n  o f  
S e c t i o n  8.l((c)) h e r e o f ,  t h e n  V i r g i n i a  G a s  s h a l l  p r o m p t l y  ( a n d  i n  a n y  e v e n t  
w i t h i n  f i v e  days  of receipt  by V i r g i n i a  G a s  of  w r i t t e n  n o t i c e  f r o m  N U I )  pay 
t o  N U 1  (by  w i r e  t r a n s f e r  of i m m e d i a t e l y  a v a i l a b l e  f u n d s  t o  a n  a c c o u n t  
designated by N U I )  a n  a m o u n t  e q u a l  t o  a l l  d o c u m e n t e d  o u t  o f  p o c k e t  e x p e n s e s  
a n d  f e e s  i n c u r r e d  by N U 1  i n  c o n n e c t i o n  w i t h  t h e  t r a n s a c t i o n s  c o n t e m p l a t e d  
by t h i s  A g r e e m e n t  ( s u c h  e x p e n s e s  t o  be r e f e r r e d  t o  h e r e i n  as  t h e  " O u t  o f  
P o c k e t  E x p e n s e s , "  a n d  t o  i n c l u d e  fees a n d  e x p e n s e s  payable t o  a l l  l e g a l ,  
f i n a n c i a l ,  a c c o u n t i n g ,  p u b l i c  r e l a t i o n s  a n d  o t h e r  p r o f e s s i o n a l  a d v i s o r s )  
a n d  a t e r m i n a t i o n  f e e  i n  a n  a m o u n t  e q u a l  t o  ( i )  $ 2 . 5  m i l l i o n ,  p l u s  ( i i )  a n  
a m o u n t  e q u a l  t o  t h e  p r o d u c t  o f  t h e  a m o u n t  of a d d i t i o n a l .  o u t s t a n d i n g  d e b t  
i n c u r r e d  by t h e  V i r g i n i a  G a s  C o m p a n i e s  f o l l o w i n g  t h e  da te  o f  t h i s  A g r e e m e n t  
t i m e s  .04. I f  t h i s  A g r e e m e n t  i s  t e r m i n a t e d  by N U 1  p u r s u a n t  t o  S e c t i o n  
8 . l ( d )  ( i v )  h e r e o f ,  a n d  i f  V i r g i n i a  G a s  is  n o t  e n t i t l e d  t o  t e r m i n a t e  t h i s  
A g r e e m e n t  by r e a s o n  of  S e c t i o n  a . l ( c )  h e r e o f ,  t h e n  V i r g i n i a  Gas s h a l l  
p r o m p t l y  ( a n d  i n  a n y  e v e n t  w i t h i n  f i v e  days of rece ip t  by V i r g i n i a  G a s  of 
w r i t t e n  n o t i c e  f r o m  N U I )  pay t o  N U 1  (by  w i r e  t r a n s f e r  o f  i m m e d i a t e l y  
a v a i l a b l e  f u n d s  t o  an a c c o u n t  d e s i g n a t e d  by N U I )  a n  a m o u n t  e q u a l  t o  NUI's 
O u t - o f - p o c k e t  E x p e n s e s .  

( b )  I f  t h i s  A g r e e m e n t  is t e r m i n a t e d  by V i r g i n i a  Gas (1) p u r s u a n t  t o  
S e c t i o n  E.l((b)) h e r e o f ,  a n d  t h e  f a i l u r e  o f  t h e  E f f e c t i v e  T i m e  t o  o c c u r  h a s  
b e e n  c a u s e d  by or is  a t t r i b u t a b l e  t o  a n y  f a i l u r e  by N U 1  t o  f u l f i l l  a n y  of  
its o b l i g a t i o n s  u n d e r  t h i s  A g r e e m e n t  o r  ( i i )  p u r s u a n t  t o  S e c t i o n  8 . l ( ( c ) )  
h e r e o f  a n d ,  i n  t h e  case o f  a n y  of  t h e  f o r e g o i n g ,  i f  N U 1  i s  n o t  o t h e r w i s e  
e n t i t l e d  t o  t e r m i n a t e  t h i s  A g r e e m e n t ,  t h e n  N U 1  s h a l l  p r o m p t l y  ( a n d  i n  a n y  
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event within five days of receipt by N U 1  of written notice from Virginia 
G a s )  pay to Virginia Gas (by wire transfer of immediately available funds 
to an account designated by Virginia Gas) an amount e q u a l  to the Out of 
Pocket Expenses of Virginia Gas and a termination fee in an amount equal to 
$2.5 million. 

(c) The termination fees contemplated in this Section 8.3 shall 
constitute liquidated damages for any termination of this Agreement in the 
circumstances set forth herein, as t h e  actual damages of the parties in 
such circumstances would be difficult or impossible to prove. Such 
termination fees, together with the expense reimbursement provisions of 
this Section 8.3, shall be the sole remedies of the parties hereto in the 
event this Agreement is terminated pursuant to Section 8.1 hereof. 

Section 8.4. Amendment. This Agreement may be amended by action taken by 
NUI, Merger Subsidiary and Virginia Gas at any time before or after adoption of 
this Agreement by the stockholders of Virginia Gas but, after any such 
adoption, no amendment shall be made that would have any of the effects 
specified in DGCL Section 251(d) without the approval of the stockholders 
affected thereby. This Agreement may not be amended except by an instrument in 
writing signed on behalf of each of the parties hereto. 

Section 8.5. Extension; Waiver. At any time prior to the Effective Time, any 
party hereto may (a) extend the time for the performance of any of the 
obligations or other acts of the other parties hereto, ( b )  waive any 
inaccuracies in the representations and warranties contained herein or in any 
document, certificate or writing delivered pursuant hereto by the other parties 
hereto or (c) waive compliance with any of the agreements or conditions 
contained herein by the other parties hereto. Any agreement on the part of any 
party to any such extension or waiver shall be valid only if set forth in an 
instrument in writing signed on behalf of such party. 

ARTICLE IX 

MISCELLANEOUS 

Section 9.1. Entire Agreement; Assignment. This Agreement (a) constitutes 
the entire agreement between the parties with respect to the sublect matter 
hereof and supersedes, except as set f o r t h  in Section 6.4((b)) hereof, all 
other prior agreements and understandings, both written and oral, between the 
parties or any 
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of  them with respect to the subject matter hereof, and (b) subject to the 
provisions of Section 6.16(a) hereof, shall not be assigned by operation of law 
or otherwise. 

Section 9.2, Notices. A l l  notices, requests, claims, demands and other 
communications hereunder shall be in writing and shall be given (and shall be 
deemed to have been duly given upon receipt) by delivery in person, by cable, 
telecopy, telegram or telex, or by registered or certified mail (postage 
prepaid, return receipt requested) to the respective parties as follows: 

if to NU1 or Merger Subsidiary: 

N U 1  Corporation 
550 Route 202-206 
P . O .  Box 760 
Bedminster, New Jersey 07921-0760 
Attention: James R. Van Horn, E s q .  
Facsimile: (908) 781-0718 

with a copy to: 

Hunton & Williams 
Riverfront P l a z a ,  East Tower 
951 East Byrd Street 
Richmond, Virginia 2 32 19-4 074 
Attention: Gary E. Thompson, E s q .  
Facsimile: (804) 788-8218 

if to Virginia Gas: 

Virginia Gas Company 
200 East Main Street 
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w i t h  a c o p y  t o :  

P e n n ,  S t u a r t  & E s k r i d g e  
P .  0. Box 2288  
208 E a s t  M a i n  Street 
A b i n g d o n ,  V i r g i n i a  2 4 2 1 0  
A t t e n t i o n :  E l i z a b e t h  A .  M c C l a n a h a n ,  E s q .  
F a c s i m i l e :  ( 5 4 0 )  628-4918 

or  t o  s u c h  o t h e r  a d d r e s s  a s  t h e  p e r s o n  t o  whom n o t i c e  i s  g i v e n  m a y  h a v e  
p r e v i o u s l y  f u r n i s h e d  t o  t h e  o t h e r s  i n  w r i t i n g  i n  t h e  m a n n e r  set f o r t h  a b o v e  

S e c t i o n  9 . 3 .  G o v e r n i n g  Law. T h i s  A g r e e m e n t  s h a l l  be g o v e r n e d  by a n d  
c o n s t r u e d  i n  a c c o r d a n c e  w i t h  t h e  l a w s  o f  t h e  S t a t e  o f  D e l a w a r e  regard less  of  
t h e  l a w s  t h a t  m i g h t  o t h e r w i s e  g o v e r n  u n d e r  a p p l i c a b l e  p r i n c i p l e s  of c o n f l i c t s  
o f  l a w s  t h e r e o f .  T h e  p a r t i e s  h e r e t o  s p e c i f i c a l l y  a u t h o r i z e  a n y  a c t i o n ,  s u i t  o r  
p r o c e e d i n g  t o  be i n s t i t u t e d  a n d  p r o s e c u t e d  i n  a n y  s t a t e  or f e d e r a l  c o u r t  
l oca t ed  i n  D e l a w a r e .  T h e  p a r t i e s  h e r e t o ,  w h e t h e r  o r  n o t  D e l a w a r e  r e s i d e n t s ,  
h e r e b y  w a i v e  a n y  p l e a  o r  c l a i m  o f  l a c k  o f  p e r s o n a l  j u r i s d i c t i o n  or improper 
v e n u e  i n  a n y  s u c h  a c t i o n  b r o u g h t  t o  e n f o r c e  t h i s  A g r e e m e n t .  

S e c t i o n  9 . 4 .  D e s c r i p t i v e  H e a d i n g s .  T h e  d e s c r i p t i v e  h e a d i n g s  h e r e i n  are  
i n s e r t e d  f o r  c o n v e n i e n c e  o f  r e f e r e n c e  o n l y  a n d  a r e  n o t  i n t e n d e d  t o  be p a r t  of 
o r  t o  a f f e c t  t h e  m e a n i n g  or i n t e r p r e t a t i o n  of t h i s  A g r e e m e n t .  

S e c t i o n  9 . 5 .  P a r t i e s  i n  I n t e r e s t .  T h i s  A g r e e m e n t  s h a l l  be b i n d i n g  u p o n  a n d  
i n u r e  s o l e l y  t o  t h e  b e n e f i t  o f  e a c h  p a r t y  h e r e t o ,  a n d ,  except  f o r  t h e  r i g h t s  o f  
p e r s o n s  e n t i t l e d  t o  t h e  i n d e m n i f i c a t i o n  a n d  i n s u r a n c e  b e n e f i t s  
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p u r s u a n t  t o  S e c t i o n  6 . 1 3  h e r e o f ,  n o t h i n g  i n  t h i s  A g r e e m e n t ,  e x p r e s s  o r  i m p l i e d ,  
is i n t e n d e d  t o  or s h a l l  c o n f e r  u p o n  a n y  o t h e r  P e r s o n  a n y  r i g h t s ,  b e n e f i t s  o r  
r e m e d i e s  o f  a n y  n a t u r e  w h a t s o e v e r  u n d e r  o r  by r e a s o n  of  t h i s  A g r e e m e n t .  

S e c t i o n  9 . 6 .  C o u n t e r p a r t s .  This A g r e e m e n t  m a y  be e x e c u t e d  i n  t w o  o r  more 
c o u n t e r p a r t s ,  e a c h  o f  w h i c h  s h a l l  be d e e m e d  t o  be a n  o r i g i n a l ,  b u t  a l l  o f  w h i c h  
s h a l l .  c o n s t i t u t e  o n e  a n d  t h e  same a g r e e m e n t .  

S e c t i o n  9 . 7 .  S p e c i f i c  P e r f o r m a n c e .  T h e  par t ies  h e r e t o  a g r e e  t h a t  i r r e p a r a b l e  
d a m a g e  w o u l d  o c c u r  i n  t h e  e v e n t  a n y  o f  t h e  p r o v i s i o n s  of t h i s  A g r e e m e n t  w e r e  
n o t  p e r f o r m e d  i n  accordance w i t h  t h e  t e r m s  h e r e o f  a n d  t h a t  t h e  p a r t i e s  s h a l l  be 
e n t i t l e d  t o  s p e c i f i c  p e r f o r m a n c e  o f  t h e  t e r m s  h e r e o f .  

S e c t i o n  9 . 8 .  F e e s  a n d  E x p e n s e s .  A l l  costs a n d  e x p e n s e s  i n c u r r e d  i n  
c o n n e c t i o n  w i t h  t h i s  A g r e e m e n t  a n d  t h e  t r a n s a c t i o n s  c o n t e m p l a t e d  h e r e b y  s h a l l  
be p a i d  by t h e  p a r t y  i n c u r r i n g  s u c h  e x p e n s e s ,  w h e t h e r  o r  n o t  t h e  M e r g e r  i s  
c o n s u m m a t e d ,  e x c e p t  t h a t  t h e  e x p e n s e s  i n c u r r e d  i n  c o n n e c t i o n  w i t h  p r i n t i n g  a n d  
m a i l i n g  t h e  J o i n t  Proxy S t a t e m e n t / P r o s p e c t u s  a n d  p r i n t i n g  t h e  R e g i s t r a t i o n  
S t a t e m e n t ,  a n d  t h e  f i l i n g  f e e s  r e l a t e d  t o  t h e  R e g i s t r a t i o n  S t a t e m e n t  a n d  t h e  
H S R  f i l i n g ,  s h a l l  be s h a r e d  e q u a l l y  by NU1 a n d  V i r g i n i a  G a s .  

S e c t i o n  9 . 9 .  S e v e r a b i l i t y .  I f  a n y  t e r m  o r  o t h e r  p r o v i s i o n  o f  t h i s  A g r e e m e n t  
is i n v a l i d ,  i l l e g a l  o r  i n c a p a b l e  o f  b e i n g  e n f o r c e d  by a n y  r u l e  of l a w  o r  p u b l i c  
po l i cy ,  all o t h e r  c o n d i t i o n s  a n d  p r o v i s i o n s  of t h i s  A g r e e m e n t  s h a l l  
n e v e r t h e l e s s  r e m a i n  i n  f u l l  f o r c e  a n d  e f f e c t  s o  l o n g  a s  t h e  e c o n o m i c  o r  l e g a l  
s u b s t a n c e  o f  t h e  t r a n s a c t i o n s  c o n t e m p l a t e d  h e r e b y  i s  n o t  a f f e c t e d  i n  a n y  m a n n e r  
a d v e r s e  t o  e i t h e r  p a r t y .  Upon s u c h  d e t e r m i n a t i o n  t h a t  a n y  t e r m  o r  o t h e r  
p r o v i s i o n  i s  i n v a l i d ,  i l l e g a l  o r  i n c a p a b l e  of b e i n g  e n f o r c e d ,  t h e  p a r t i e s  
h e r e t o  s h a l l  n e g o t i a t e  i n  g o o d  f a i t h  t o  m o d i f y  t h i s  A g r e e m e n t  s o  as t o  e f f e c t  
t h e  o r i g i n a l  i n t e n t  o f  t h e  p a r t i e s  a s  c l o s e l y  a s  p o s s i b l e  i n  a n  acceptable  
m a n n e r ,  t o  t h e  e n d  t h a t  t h e  t r a n s a c t i o n s  c o n t e m p l a t e d  h e r e b y  a re  f u l f i l l e d  t o  
t h e  e x t e n t  p o s s i b l e .  

[ R e m a i n d e r  o f  page i n t e n t i o n a l l y  l e f t  b l a n k ]  

A-36 

I N  WITNESS WHEREOF, e a c h  of  t h e  p a r t i e s  h e r e t o  h a s  c a u s e d  t h i s  A g r e e m e n t  t o  
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be d u l y  e x e c u t e d  o n  i t s  b e h a l f  by i t s  o f f i c e r  t h e r e u n t o  d u l y  a u t h o r i z e d ,  a l l  as  
of t h e  day a n d  y e a r  f i r s t  a b o v e  w r i t t e n .  

NU1 C o r p o r a t i o n  

/ s /  A. M a r k  A b r a m o v i c  
I 

By : 
A .  Mark  A b r a m o v i c  

S e n i o r  V i c e  P r e s i d e n t ,  C h i e f  
O p e r a t i n g  O f f i c e r  a n d  C h i e f  

F i n a n c i a l  O f f i c e r  

VGC A c q u i s i t i o n ,  INC. 

/ s /  A .  M a r k  A b r a m o v i c  
By : 

A. M a r k  A b r a m o v i c  

O f f i c e r  
V i c e  P r e s i d e n t  a n d  C h i e f  F i n a n c i a l  

VIRGINIA GAS COMPANY 

/ s /  M i c h a e l  L .  E d w a r d s  
__ By : 

M i c h a e l  L .  E d w a r d s  
P r e s i d e n t  a n d  C h i e f  E x e c u t i v e  

O f f i c e r  
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[LETTERHEAD OF C I B C  WORLD MARKETS CORP.]  

ANNEX B 

J u n e  13, 2000 

P e r s o n a l  a n d  C o n f i d e n t i a l  

T h e  Board o f  D i rec to r s  
V i r g i n i a  G a s  Company 
P. 0. Box 2407 
A b i n g d o n ,  VA 2 4 2 1 0  

L a d i e s  a n d  G e n t l e m e n :  

You h a v e  a s k e d  CIBC W o r l d  M a r k e t s  C o r p .  ( "CIBC World M a r k e t s " )  t o  r e n d e r  a 
w r i t t e n  o p i n i o n  ( " F a i r n e s s  O p i n i o n " )  t o  t h e  B o a r d  o f  Directors as  t o  t h e  
f a i r n e s s  t o  t h e  s h a r e h o l d e r s  o f  V i r g i n i a  G a s  Company ( ' V i r g i n i a  G a s "  o r  t h e  
" C o m p a n y " ) ,  f r o m  a f i n a n c i a l  p o i n t  o f  v i e w ,  o f  t h e  E x c h a n g e  Ra t io  ( a s  
h e r e i n a f t e r  d e f i n e d )  p u r s u a n t  t o  t h e  A g r e e m e n t  a n d  P l a n  of R e o r g a n i z a t i o n  d a t e d  
as  of  J u n e  13,  2000 by a n d  a m o n g  NU1 C o r p o r a t i o n ,  VGC A c q u i s i t i o n ,  I n c .  ( a  
w h o l l y  o w n e d  s u b s i d i a r y  o f  NU1 C o r p o r a t i o n )  a n d  V i r g i n i a  G a s  ( t h e  
" R e o r g a n i z a t i o n  A g r e e m e n t " ) .  T h e  R e o r g a n i z a t i o n  A g r e e m e n t  p r o v i d e s  f o r ,  among 
o t h e r  t h i n g s ,  a t r a n s a c t i o n  w h e r e b y  VGC A c q u i s i t i o n ,  I n c .  w i l l  be m e r g e d  w i t h  
a n d  i n t o  V i r g i n i a  Gas ( t h e  " M e r g e r " ) .  E a c h  o u t s t a n d i n g  s h a r e  o f  V i r g i n i a  G a s  
common stock w i l l  be c o n v e r t e d  i n t o  t h e  r i g h t  t o  r e c e i v e  s h a r e s  of common stock 
o f  NU1 C o r p o r a t i o n  e q u a l  t o  t h e  q u o t i e n t  of (I) $4.00 ( f o u r  d o l l a r s )  d i v i d e d  by 
( i i )  t h e  a v e r a g e  o f  t h e  per  s h a r e  l a s t  s a l e s  p r i c e ,  r e g u l a r  w a y  ( a s  d e f i n e d  i n  
t h e  R e o r g a n i z a t i o n  A g r e e m e n t )  o f  N U 1  C o r p o r a t i o n  S h a r e s  a s  reported o n  t h e  New 
Y o r k  S t o c k  E x c h a n g e  composite t r a n s a c t i o n s  r e p o r t i n g  s y s t e m  f o r  t h e  t w e n t y  ( 2 0 )  
c o n s e c u t i v e  t r a d i n g  days e n d i n g  o n  ( a n d  i n c l u d i n g )  t h e  s e v e n t h  t r a d i n g  day 
p r i o r  t o  t h e  C l o s i n g  Date ( a s  d e f i n e d  i n  t h e  R e o r g a n i z a t i o n  A g r e e m e n t )  ( t h e  
" E x c h a n g e  R a t i o " ) .  

I n  a r r i v i n g  a t  o u r  F a i r n e s s  O p i n i o n  w e :  

( a )  r e v i e w e d  t h e  d r a f t  o f  t h e  R e o r g a n i z a t i o n  A g r e e m e n t ;  

( b )  r e v i e w e d  V i r g i n i a  G a s '  a u d i t e d  f i n a n c i a l  s t a t e m e n t s  f o r  t h e  f i s c a l  
years  e n d e d  December 31, 1998 a n d  1 9 9 9  a n d  f o r  t h e  t h r e e  m o n t h s  e n d e d  
M a r c h  31, 2000; 

( c )  r e v i e w e d  f i n a n c i a l  p r o j e c t i o n s  o f  V i r g i n i a  G a s  prepared by V i r g i n i a  G a s  
a n d  i t s  m a n a g e m e n t ;  
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( d )  r e v i e w e d  t h e  h i s t o r i c a l  m a r k e t  prices a n d  t r a d i n g  v o l u m e  f o r  V i r g i n i a  
G a s  common s t o c k ;  

( e )  h e l d  d i s c u s s i o n s  w i t h  s e n i o r  m a n a g e m e n t  o f  V i r g i n i a  G a s  w i t h  respect t o  
t h e  b u s i n e s s  a n d  prospects f o r  f u t u r e  g r o w t h  of V i r g i n i a  G a s ;  

( f )  r e v i e w e d  a n d  a n a l y z e d  c e r t a i n  p u b l i c l y  a v a i l a b l e  f i n a n c i a l  da t a  f o r  
c e r t a i n  c o m p a n i e s  we d e e m e d  c o m p a r a b l e  t o  V i r g i n i a  G a s ;  

( g )  p e r f o r m e d  d i s c o u n t e d  c a s h  f l o w  a n a l y s e s  o f  V i r g i n i a  G a s  u s i n g  c e r t a i n  
a s s u m p t i o n s  o f  f u t u r e  p e r f o r m a n c e  p r o v l d e d  t o  u s  by t h e  m a n a g e m e n t  o f  
V i r g i n i a  G a s ;  

( h )  r e v i e w e d  a n d  a n a l y z e d  c e r t a i n  p u b l i c l y  a v a i l a b l e  f i n a n c i a l  i n f o r m a t i o n  
f o r  t r a n s a c t i o n s  t h a t  we d e e m e d  comparable t o  t h e  M e r g e r ;  

(1) r e v i e w e d  p u b l i c  i n f o r m a t i o n  c o n c e r n i n g  V i r g i n i a  G a s ;  a n d  

( 3 )  p e r f o r m e d  s u c h  o t h e r  a n a l y s e s  a n d  r e v i e w e d  s u c h  o t h e r  i n f o r m a t i o n  a s  we 
deemed a p p r o p r i a t e .  

I n  r e n d e r i n g  o u r  F a i r n e s s  O p i n i o n  we r e l i ed  u p o n  a n d  a s s u m e d ,  w i t h o u t  
i n d e p e n d e n t  v e r i f i c a t i o n  O K  i n v e s t i g a t i o n ,  t h e  a c c u r a c y  a n d  c o m p l e t e n e s s  of a l l  
of t h e  f i n a n c i a l  a n d  o t h e r  i n f o r m a t i o n  p r o v i d e d  t o  u s  b y  V i r g i n i a  G a s  a n d  t h e i r  
r e s p e c t i v e  employees,  r e p r e s e n t a t i v e s  a n d  a f f i l i a t e s .  W i t h  respect  t o  f o r e c a s t s  
o f  f u t u r e  f i n a n c i a l  c o n d i t i o n  a n d  o p e r a t i n g  r e s u l t s  of V i r g i n i a  G a s  p r o v i d e d  t o  
u s ,  we  a s s u m e d  a t  t h e  d i r e c t i o n  of 

B- 1 

V i r g i n i a  G a s '  m a n a g e m e n t ,  w i t h o u t  i n d e p e n d e n t  v e r i f i c a t i o n  o r  i n v e s t i g a t i o n ,  
t h a t  s u c h  f o r e c a s t s  w e r e  r e a s o n a b l y  prepared o n  bases r e f l e c t i n g  t h e  best 
a v a i l a b l e  i n f o r m a t i o n ,  e s t ima tes  a n d  j u d g m e n t  o f  V i r g i n i a  G a s  a n d  V i r g i n i a  G a s '  
r e s p e c t i v e  m a n a g e m e n t .  A t  t h e  d i r e c t i o n  o f  r e p r e s e n t a t i v e s  o f  V i r g i n i a  G a s ,  we 
a l s o  a s s u m e d  t h a t  t h e  f i n a l  terms o f  t h e  R e o r g a n i z a t i o n  A g r e e m e n t  w i l l  n o t  v a r y  
m a t e r i a l l y  f r o m  t h o s e  s e t  f o r t h  i n  t h e  d r a f t  r e v i e w e d  by u s .  W e  h a v e  n e i t h e r  
made  n o r  o b t a i n e d  a n y  i n d e p e n d e n t  e v a l u a t i o n s  o r  a p p r a i s a l s  o f  t h e  asse ts  or 
t h e  l i a b i l i t i e s  o f  V i r g i n i a  G a s  o r  a f f i l i a t e d  e n t i t i e s .  W e  are n o t  e x p r e s s i n g  
a n y  o p i n i o n  as t o  t h e  u n d e r l y i n g  v a l u a t i o n ,  f u t u r e  p e r f o r m a n c e  o r  l o n g  t e r m  
v i a b i l i t y  o f  V i r g i n i a  G a s  f o l l o w i n g  t h e  M e r g e r ,  or t h e  p r ice  a t  w h i c h  NU1 
C o r p o r a t i o n ' s  common stock w i l l  t rade  s u b s e q u e n t  t o  t h e  M e r g e r .  W e  h a v e  n o t  
b e e n  a s k e d  t o  c o n s i d e r ,  a n d  o u r  o p i n i o n  d o e s  n o t  address, t h e  r e l a t i v e  meri ts  
of t h e  M e r g e r  a s  c o m p a r e d  t o  a n y  a l t e r n a t i v e  b u s i n e s s  s t r a t e g i e s  t h a t  m i g h t  
e x i s t  for V i r g i n i a  G a s  o r  t h e  e f f e c t  o f  a n y  o t h e r  t r a n s a c t i o n  i n  w h i c h  V i r g i n i a  
G a s  m i g h t  e n g a g e .  O u r  o p i n i o n  is n e c e s s a r i l y  based o n  t h e  i n f o r m a t i o n  a v a i l a b l e  
t o  u s  and  g e n e r a l  e c o n o m i c ,  f i n a n c i a l  a n d  s t o c k  m a r k e t  c o n d i t i o n s  a n d  
c i r c u m s t a n c e s  a s  t h e y  e x i s t  a n d  c a n  be e v a l u a t e d  by u s  o n  t h e  d a t e  h e r e o f .  I t  
s h o u l d  be u n d e r s t o o d  t h a t ,  a l t h o u g h  s u b s e q u e n t  d e v e l o p m e n t s  may a f f e c t  t h i s  
o p i n i o n ,  w e  do n o t  h a v e  a n y  o b l i g a t i o n  t o  u p d a t e ,  r e v i s e  o r  r e a f f i r m  t h e  
o p i n i o n .  

A s  p a r t  o f  o u r  i n v e s t m e n t  b a n k i n g  b u s i n e s s ,  we  a r e  r e g u l a r l y  e n g a g e d  i n  
v a l u a t i o n s  o f  b u s i n e s s e s  a n d  s e c u r i t i e s  i n  c o n n e c t i o n  w i t h  a c q u i s i t i o n s  a n d  
mergers, u n d e r w r i t i n g s ,  s e c o n d a r y  d i s t r i b u t i o n s  of s e c u r i t i e s ,  p r i v a t e  
p l a c e m e n t s  a n d  v a l u a t i o n s  f o r  o t h e r  pu rposes .  

We a c t e d  a s  f i n a n c i a l  a d v i s o r  t o  V i r g i n i a  G a s  i n  c o n n e c t i o n  w i t h  t h e  Merger 
a n d  t o  t h e  B o a r d  o f  Directors o f  V i r g i n i a  G a s  i n  r e n d e r i n g  t h i s  o p i n i o n  a n d  
w i l l  r e c e i v e  a f e e  f o r  our  s e r v i c e s .  CIBC W o r l d  M a r k e t s  h a s  p e r f o r m e d  
i n v e s t m e n t  b a n k i n g  a n d  o t h e r  s e r v i c e s  f o r  V i r g i n i a  G a s  i n  t h e  pas t  and h a s  b e e n  
c o m p e n s a t e d  f o r  s u c h  s e r v i c e s .  I n  t h e  o r d i n a r y  c o u r s e  o f  its b u s i n e s s ,  CIBC 
World M a r k e t s  a n d  i t s  a f f i l i a t e s  may a c t i v e l y  t rade s e c u r i t i e s  o f  V i r g i n i a  G a s  
f o r  t h e i r  own a c c o u n t  a n d  f o r  t h e  a c c o u n t s  of c u s t o m e r s  a n d ,  a c c o r d i n g l y ,  m a y  
a t  a n y  t i m e  h o l d  a l o n g  or s h o r t  p o s i t i o n  i n  s u c h  s e c u r i t i e s .  

B a s e d  u p o n  a n d  s u b j e c t  t o  t h e  f o r e g o i n g ,  a n d  s u c h  o t h e r  f a c t o r s  a s  we deem 
r e l e v a n t ,  i t  is our o p i n i o n  t h a t ,  as of  the d a t e  h e r e o f ,  t h e  E x c h a n g e  Rat io  
p u r s u a n t  t o  t h e  R e o r g a n i z a t i o n  A g r e e m e n t  is f a i r  t o  t h e  s h a r e h o l d e r s  of  
V i r g i n i a  G a s  f rom a f i n a n c i a l  p o i n t  o f  v i e w .  This F a i r n e s s  O p i n i o n  is for t h e  
e x c l u s i v e  use o f  t h e  B o a r d  of Directors of V i r g i n i a  G a s .  N e i t h e r  t h i s  F a i r n e s s  
O p i n i o n  n o r  t h e  s e r v i c e s  p r o v i d e d  by CIBC World M a r k e t s  I n  c o n n e c t i o n  h e r e w i t h  
may be p u b l i c l y  d i s c l o s e d  o r  r e f e r r e d  t o  i n  a n y  m a n n e r  by V i r g i n i a  G a s  w i t h o u t  
t h e  p r i o r  w r i t t e n  a p p r o v a l  by C J B C  World M a r k e t s .  CIBC World M a r k e t s  c o n s e n t s  
t o  t h e  i n c l u s i o n  of  t h i s  o p i n i o n  i n  i t s  e n t i r e t y  a n d  a n y  r e f e r e n c e  t o  t h i s  
o p i n i o n  i n  a n y  p r o s p e c t u s ,  p r o x y  s t a t e m e n t  o r  solicitation/recommendation 
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s t a t e m e n t ,  a s  t h e  case may be ,  r e q u i r e d  t o  be d i s t r i b u t e d  t o  t h e  C o m p a n y ' s  
s h a r e h o l d e r s  i n  c o n n e c t i o n  w i t h  t h e  M e r g e r .  

Very t r u l y  y o u r s ,  

/ s /  CIBC W o r l d  M a r k e t s  C o r p .  
CIBC World M a r k e t s  C o r p .  

B- 2 

[LETTERHEAD OF CIBC WORLD MARKETS CORP.] 
ANNEX C 

O c t o b e r  3, 2000 

P e r s o n a l  a n d  C o n f i d e n t i a l  

T h e  B o a r d  of Directors 
V i r g i n i a  G a s  Company 
P . Q .  Box 2 4 0 7  
A b i n g d o n ,  VA 2 4 2 1 2  

L a d i e s  a n d  G e n t l e m e n :  

You h a v e  a s k e d  CIBC World M a r k e t s  C o r p .  ( " C I B C  World Markets" )  t o  u p d a t e  o u r  
w r i t t e n  o p i n i o n  ( " F a i r n e s s  O p i n i o n " )  dated J u n e  13, 2000 t h a t  w a s  d e l i v e r e d  t o  
t h e  B o a r d  of D i r e c t o r s  a s  t o  t h e  f a i r n e s s  t o  t h e  s h a r e h o l d e r s  o f  V i r g i n i a  G a s  
Company ( " V i r g i n i a  G a s "  or t h e  " C o m p a n y " ) ,  from a f i n a n c i a l  p o i n t  o f  v i e w ,  o f  
t h e  E x c h a n g e  R a t i o  ( a s  d e f i n e d  i n  t h e  A g r e e m e n t  a n d  P l a n  of R e o r g a n i z a t i o n )  
p u r s u a n t  t o  t h e  A g r e e m e n t  a n d  P l a n  of  R e o r g a n i z a t i o n  da t ed  a s  o f  J u n e  13,  2000 
by a n d  a m o n g  N U 1  C o r p o r a t i o n ,  VGC A c q u i s i t i o n ,  I n c .  ( a  w h o l l y  o w n e d  s u b s i d i a r y  
of N U 1  C o r p o r a t i o n )  a n d  V i r g i n i a  G a s  ( t h e  " R e o r g a n i z a t i o n  A g r e e m e n t " )  . The 
R e o r g a n i z a t i o n  A g r e e m e n t  p r o v i d e s  fo r ,  among o t h e r  t h i n g s ,  a t r a n s a c t i o n  
w h e r e b y  VGC A c q u i s i t i o n ,  I n c .  w i l l  be m e r g e d  w i t h  a n d  i n t o  V i r g i n i a  G a s  ( t h e  
" M e r g e r " )  . 

I n  a r r i v i n g  a t  o u r  u p d a t e  o f  t h e  F a i r n e s s  O p i n i o n ,  w e :  

( a )  r e v i e w e d  V i r g i n i a  Gas' u n a u d i t e d  f i n a n c i a l  s t a t e m e n t s  f o r  t h e  s i x  
m o n t h s  e n d e d  J u n e  30, 2000; 

{ b )  r e v i e w e d  N U 1  C o r p o r a t i o n ' s  u n a u d i t e d  f i n a n c i a l  s t a t e m e n t s  for t h e  n i n e  
m o n t h s  e n d e d  J u n e  30, 2000; 

(c) r e v i e w e d  t h e  r e c e n t  h i s t o r i c a l  m a r k e t  prices a n d  t r a d i n g  v o l u m e  f o r  
b o t h  V i r g i n i a  G a s  common s t o c k  a n d  N U 1  C o r p o r a t i o n  common s t o c k ;  

( d )  h e l d  d i s c u s s i o n s  w i t h  s e n i o r  m a n a g e m e n t  o f  V i r g i n i a  G a s  a n d  N U T  
C o r p o r a t i o n  w i t h  respect t o  t h e i r  b u s i n e s s e s  a n d  prospects  f o r  f u t u r e  
g r o w t h ;  

( e )  r e v i e w e d  a n d  a n a l y z e d  c e r t a i n  p u b l i c l y  a v a i l a b l e  f i n a n c i a l  da t a  f o r  
c e r t a i n  c o m p a n i e s  w e  d e e m e d  c o m p a r a b l e  t o  V i r g i n i a  Gas a n d  N U 1  
C o r p o r a t i o n ;  

( f )  r e v i e w e d  p u b l i c  i n f o r m a t i o n  c o n c e r n i n g  V i r g i n i a  G a s  a n d  N U 1  
C o r p o r a t i o n ;  a n d  

( 9 )  p e r f o r m e d  s u c h  o t h e r  a n a l y s e s  a n d  r e v i e w e d  s u c h  o t h e r  i n f o r m a t i o n  a s  w e  
deemed appropr ia te .  

I n  r e n d e r i n g  o u r  u p d a t e  of  t h e  F a i r n e s s  O p i n i o n ,  we r e l i e d  u p o n  a n d  a s s u m e d ,  
w i t h o u t  i n d e p e n d e n t  v e r i f i c a t i o n  o r  i n v e s t i g a t i o n ,  t h e  a c c u r a c y  a n d  
c o m p l e t e n e s s  of  all o f  t h e  f i n a n c i a l  a n d  o t h e r  i n f o r m a t i o n  p r o v i d e d  t o  u s  by 
V i r g i n i a  Gas a n d  i t s  r e s p e c t i v e  employees, r e p r e s e n t a t i v e s  a n d  a f f i l i a t e s .  W i t h  
respect t o  forecasts o f  f u t u r e  f i n a n c i a l  c o n d i t i o n  a n d  o p e r a t i n g  r e s u l t s  o f  
V i r g i n i a  G a s  p r o v i d e d  t o  u s ,  we a s s u m e d  a t  t h e  d i r e c t i o n  of V i r g i n i a  G a s '  
m a n a g e m e n t ,  w i t h o u t  i n d e p e n d e n t  v e r i f i c a t i o n  or i n v e s t i g a t i o n ,  t h a t  s u c h  
f o r e c a s t s  w e r e  r e a s o n a b l y  prepared o n  bases r e f l e c t i n g  t h e  best  a v a i l a b l e  
i n f o r m a t i o n ,  e s t i m a t e s  a n d  j u d g m e n t  o f  V i r g i n i a  G a s  a n d  V i r g i n i a  G a s '  
r e s p e c t i v e  m a n a g e m e n t .  W e  h a v e  n e i t h e r  made  n o r  o b t a i n e d  a n y  i n d e p e n d e n t  
e v a l u a t i o n s  o r  a p p r a i s a l s  of  t h e  asse ts  or t h e  l i a b i l i t i e s  o f  V i r g i n i a  G a s  o r  
a f f i l i a t e d  e n t i t i e s .  W e  are n o t  e x p r e s s i n g  a n y  o p i n i o n  a s  t o  t h e  u n d e r l y i n g  
v a l u a t i o n ,  f u t u r e  p e r f o r m a n c e  o r  l o n g  t e r m  v i a b i l i t y  of V i r g i n i a  G a s  f o l l o w i n g  
t h e  M e r g e r ,  o r  t h e  price a t  w h i c h  NUT C o r p o r a t i o n ' s  common s t o c k  will t rade  
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s u b s e q u e n t  t o  t h e  M e r g e r .  W e  h a v e  n o t  b e e n  a s k e d  t o  c o n s i d e r ,  a n d  o u r  u p d a t e  o f  
t h e  F a i r n e s s  O p i n i o n  d o e s  n o t  add res s ,  t h e  r e l a t i v e  m e r i t s  of t h e  M e r g e r  as 
c o m p a r e d  t o  a n y  a l t e r n a t i v e  b u s i n e s s  s t r a t e g i e s  t h a t  m i g h t  exist for  V i r g i n i a  
Gas o r  t h e  e f f e c t  o f  a n y  o t h e r  t r a n s a c t i o n  i n  w h i c h  V i r g i n i a  G a s  m i g h t  e n g a g e .  
O u r  u p d a t e  of  t h e  F a i r n e s s  O p i n i o n  i s  n e c e s s a r i l y  b a s e d  o n  t h e  i n f o r m a t i o n  
a v a i l a b l e  t o  u s  a n d  g e n e r a l  economic, f i n a n c i a l  a n d  s t o c k  m a r k e t  c o n d i t i o n s  a n d  
c i r c u m s t a n c e s  a s  t h e y  e x i s t  a n d  c a n  be e v a l u a t e d  by u s  on  t h e  da te  h e r e o f .  

c- 1 

B a s e d  u p o n  a n d  s u b j e c t  t o  t h e  f o r e g o i n g ,  a n d  s u c h  o t h e r  f a c t o r s  as we d e e m  
r e l e v a n t ,  i t  i s  o u r  o p i n i o n  t h a t ,  a s  o f  t h e  d a t e  h e r e o f ,  t h e  E x c h a n g e  Ra t io  
p u r s u a n t  t o  t h e  R e o r g a n i z a t i o n  Agreement is  f a i r  t o  t h e  s h a r e h o l d e r s  of 
V i r g i n i a  G a s  from a f i n a n c i a l  p o i n t  o f  v i e w .  T h i s  u p d a t e  of  o u r  F a i r n e s s  
O p i n i o n  is for t h e  e x c l u s i v e  use of  t h e  B o a r d  o f  Directors o f  V i r g i n i a  G a s .  
N e i t h e r  t h i s  u p d a t e  o f  o u r  F a i r n e s s  O p i n i o n  nor t h e  services p r o v i d e d  by CIBC 
W o r l d  M a r k e t s  i n  c o n n e c t i o n  h e r e w i t h  may be p u b l i c l y  d i s c l o s e d  o r  r e f e r r e d  t o  
i n  a n y  m a n n e r  by V i r g i n i a  G a s  w i t h o u t  t h e  p r i o r  w r i t t e n  a p p r o v a l  by C I B C  World 
M a r k e t s .  C I B C  World M a r k e t s  c o n s e n t s  t o  t h e  i n c l u s i o n  of t h i s  update o f  t h e  
o p i n i o n  i n  i t s  e n t i r e t y  a n d  any  r e f e r e n c e  t o  t h i s  u p d a t e  i n  a n y  p r o s p e c t u s ,  
proxy s t a t e m e n t  o r  solicitation/recommendation s t a t e m e n t ,  as t h e  case may be,  
r e q u i r e d  t o  be d i s t r i b u t e d  t o  t h e  C o m p a n y ‘ s  s h a r e h o l d e r s  i n  c o n n e c t i o n  w i t h  t h e  
M e r g e r .  

Very t r u l y  y o u r s ,  

s /  C I B C  World M a r k e t s  Corp.  
C I B C  World M a r k e t s  C o r p .  

c- 2 

PART 11 

INFORMATION NOT REQUIRED I N  PROSPECTUS 

I t e m  2 1 .  E x h i b i t s  a n d  F i n a n c i a l  S t a t e m e n t  S c h e d u l e s .  

(a) E x h i b i t s .  

2.1 Agreement and Plan of Reorganization, dated June 13, 2000, by and between 
NU1 Corporation, VGC Acquisition, Inc. and Virginia Gas Company (included 
in proxy statement/prospectus as Annex A). 
NU1 agrees to furnish a supplemental copy of omitted schedules to the SEC 
upon request. 

2.2 Form of Agreement and Plan of Exchange between N U 1  Corporation and NU1 
Holding Company (incorporated by reference to Annex A to N U 1  Holding‘s 
Registration Starement on Form S-4 (Registration No. 333-30092)). 

4.1 Rights Agreement between N U 1  and Mellon Securities Trust Company, d a t e d  
November 28, 1995 (incorporated by reference to N U I ’ s  Form 8-K,  dated 
December 1, 1995). 

5.1 Opinion of James R. Van Horn, E s q .  

8.1 Tax Opinion of Hunton & Williams. 

8.2 Form of Alternate T a x  Opinion of Hunton & Williams. 

23.1 Consent of James R. Van Horn, E s q .  (included in Exhibit 5.1). 

23.2 Consent of Hunton & Williams (included in Exhibits 8.1 and 8.2). 

23.3 Consent of Arthur Andersen LLP.  
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2 3 . 4  C o n s e n t  of A r t h u r  A n d e r s e n  L L P .  
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2 3 . 5  C o n s e n t  o f  C I B C  World Markets ( i n c l u d e d  i n  A n n e x e s  B a n d  C t o  proxy 
s t a t e m e n t / p r o s p e c t u s ) .  

2 4 . 1  P o w e r  o f  A t t o r n e y  ( i n c l u d e d  i n  s i g n a t u r e  p a g e ) .  

2 4 . 2  P o w e r  of A t t o r n e y  ( i n c l u d e d  i n  s i g n a t u r e  p a g e ) .  

9 9 . 1  F o r m  of V i r g i n i a  G a s  Company P r o x y  C a r d .  

9 9 . 2  Form of L e t t e r  of T r a n s m i t t a l .  

11-1 

S I  GNATURES 

P u r s u a n t  t o  t h e  r e q u i r e m e n t s  of t h e  S e c u r i t i e s  A c t  of 1933, N U 1  CORPORATION 
h a s  d u l y  c a u s e d  t h i s  P r e - E f f e c t i v e  Amendment N o .  1 t o  t h e  R e g i s t r a t i o n  
S t a t e m e n t  t o  be s i g n e d  o n  i t s  b e h a l f  by t h e  u n d e r s i g n e d ,  t h e r e u n t o  d u l y  
a u t h o r i z e d ,  i n  the City of Bedminster, S t a t e  of New Jersey, o n  October 5,  2000 .  

NU1 CORPORATI ON 

/ s /  J o h n  K e a n ,  Jr.* 

J o h n  K e a n ,  Jr. 
P r e s i d e n t  and  C h i e f  E x e c u t i v e  

O f f i c e r  
( p r i n c i p a l  e x e c u t i v e  officer) a n d  

D i r e c t o r  

BY 

P u r s u a n t  t o  t h e  r e q u i r e m e n t s  of t h e  S e c u r i t i e s  A c t  o f  1933,  t h i s  P r e -  
E f f e c t i v e  Amendment N o .  1 t o  t h e  R e g i s t r a t i o n  S t a t e m e n t  h a s  b e e n  s i g n e d  by t h e  
f o l l o w i n g  p e r s o n s  o n  t h e  5 t h  day o f  O c t o b e r ,  2000 i n  t h e  c a p a c i t i e s  i n d i c a t e d .  

T i t l e  
----- 

/ s /  J o h n  K e a n ,  J r . *  P r e s i d e n t  a n d  C h i e f  E x e c u t i v e  O f f i c e r  
( p r i n c i p a l  e x e c u t i v e  o f f i c e r )  a n d  

John K e a n ,  J r .  D i rec to r  

/ s /  A .  M a r k  A b r a m o v i c *  S e n i o r  Vice P r e s i d e n t ,  C h i e f  O p e r a t i n g  
O f f i c e r  a n d  C h i e f  F i n a n c i a l  O f f i c e r  

A .  Mark Abramovic ( p r i n c i p a l  f i n a n c i a l  a n d  a c c o u n t i n g  
o f f i c e r )  

/s/ V e r a  K i n g  F a r r i s *  D i r e c t o r  

Dr. V e r a  K i n g  F a r r i s  

/ s /  J .  X u s s e l l  H a w k i n s *  Director 

J .  R u s s e l l  H a w k i n s  

/ s /  J o h n  W i n t h r o p  * 

J o h n  W i  n t  h r o p  

/ s /  J o h n  Kean* 

_________-~~___I______I_____ 

Director 

Director 

J o h n  Kean 

/ s /  B e r n a r d  S,  L e e *  

D r .  B e r n a r d  S .  L e e  

Director 

http ://ccbn. tenkwizard. com/pri nt. php?repo=tenk&ipage= 122 1 03 3 &attach=ON&doc= I 5/16/2002 



10k Wizard: SEC Filings Page 112 of 134 

/ s /  J a m e s  3 .  E o r e s e *  

James J.  Forese 

/ s /  R .  Van W h i s n a n d ’  

R .  V a n  Whisnand 

*By: / s /  J a m e s  R .  Van H o r n  

Di r e c t o r  

D i  r e c t o r  

James R .  Van H o r n  
A t t o r n e y - i n - f a c t  f o r  
t h e  p e r s o n s  i n d i c a t e d  

11 -2  

SI  GNATURES 

P u r s u a n t  t o  t h e  r e q u i r e m e n t s  of t h e  S e c u r i t i e s  A c t  o f  1933,  N U 1  H O L D I N G  
COMPANY h a s  d u l y  c a u s e d  t h i s  P r e - E f f e c t i v e  Amendment  No. 1 t o  t h e  R e g i s t r a t i o n  
S t a t e m e n t  t o  be s i g n e d  o n  i t s  b e h a l f  by t h e  u n d e r s i g n e d ,  t h e r e u n t o  d u l y  
a u t h o r i z e d ,  i n  t h e  C i t y  of B e d m i n s t e r ,  S t a t e  o f  New Jersey, o n  O c t o b e r  5, 2000.  

N U 1  HOLDING COMPANY 

/ s /  J o h n  K e a n ,  J r .+  

J o h n  K e a n ,  Jr.  
P r e s i d e n t  a n d  C h i e f  E x e c u t i v e  

O f f i c e r  
( p r i n c i p a l  e x e c u t i v e  o f f i c e r )  a n d  

Di rector 

BY 

P u r s u a n t  t o  t h e  r e q u i r e m e n t s  of t h e  S e c u r i t i e s  A c t  of 1933, t h i s  P r e -  
E f f e c t i v e  Amendment  No. 1 t o  t h e  R e g i s t r a t i o n  S t a t e m e n t  h a s  b e e n  s i g n e d  by t h e  
f o l l o w i n g  p e r s o n s  on t h e  5 t h  day o f  October, 2000 i n  t h e  c a p a c i t i e s  i n d i c a t e d .  

/ s /  J o h n  K e a n ,  Jr.* P r e s i d e n t  a n d  C h i e f  Executive O f f i c e r  
( p r i n c i p a l  e x e c u t i v e  o f f i c e r )  a n d  

____________-_------I_______ 

J o h n  K e a n ,  J r .  Director 

/ s /  A .  M a r k  A b r a m o v i c *  S e n i o r  V i c e  P r e s i d e n t ,  C h i e f  O p e r a t i n g  
O f f i c e r ,  a n d  C h i e f  F i n a n c i a l  O f f i c e r  

______I_-_-----__----------- 

A .  M a r k  A b r a m o v i c  ( p r i n c i p a l  f i n a n c i a l  a n d  a c c o u n t i n g  
o f f i c e r )  a n d  D i rec to r  

/ s /  J o h n  K e a n *  

~~ ~ 

John K e a n  

*By: / s /  James R .  Van H o r n  

J a m e s  R .  V a n  H o r n  
A t t o r n e y - i n - f a c t  f o r  
t h e  p e r s o n s  i n d i c a t e d  

11-3 

E X H I  BI T I N D E X  

Di rec tor  
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2.1 Agreement and Plan of Reorganization, dated J u n e  13, 2000, by and between 
NU1 Corporation, VGC Acquisition, Inc. and Virginia Gas Company (included 
in proxy statement/prospectus a s  Annex A). 
NU1 agrees to furnish a supplemental copy of omitted schedules to t h e  SEC 
upon request. 

2.2 Form of Agreement and Plan of Exchange between NU1 Corporation and NU1 
Holding Company (incorporated by reference to Annex A to NU1 H o l d i n g  
Company's Registration Statement on Form 5-4 (Registration No. 333-  
3 0 0 9 2 )  ) . 

4.1 Rights Agreement between NU1 and Mellon Securities Trust Company, dated 
November 2 8 ,  1995 (incorporated by reference to NUI's Form 8 - K ,  dated 
December 1, 1995). 

5.1 Opinion of James R. Van Horn, E s q .  

8.1 T a x  Opinion of Hunton & Williams. 

8.2 Form of Alternate Tax Opinion of Hunton & Williams. 

2 3 . 1  Consent of James R. Van Horn, Esq. (included in Exhibit 5.1). 

23.2 Consent of Hunton & Williams (included in Exhibits 8.1 and 8 . 2 ) .  

23.3 Consent of Arthur Andersen LLP. 

23.4 Consent of Arthur Andersen LLP.  

23.5 Consent of CIBC World Markets (included in Annexes B and C to proxy 
statement/prospectus) . 

24.1 Power of Attorney (included in signature page). 

24.2 Power of Attorney (included i n  signature page). 

99.1 Form of Virginia G a s  Company Proxy Card. 

99.2 Form of Letter of Transmittal. 

</TEXT> 
</DOCUMENT> 

October 5, 2000 

Board of Directors 
N U 1  Corporation 
550 Route 202-206 
Bedminster, New Jersey 07921-0500 

Board of Directors 
NU1 Holding Company 
550 Route 202-206 
Bedminster, New Jersey 07921-0500 

L a d i e s  and Gentlemen: 

In my capacity as Chief Administrative O f f i c e r ,  General Counsel and 
Corporate Secretary to NU1 Corporation, a New Jersey corporation ( " N U I " ) ,  a n d  
NU1 Holding Company, a New Jersey corporation ( " H U I  Holding"), I am delivering 
this opinion in connection the Registration Statement on Form S-4 filed by NU1 
and NU1 Holdinq w i t h  the Securities and Exchange Commission (the "SEC") on 
September 18, 2000, F i l e  No. 333-46036 (the "Registration Statement"), relating 
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t o  t h e  proposed m e r g e r  ( t h e  " M e r g e r " )  of VGC A c q u i s i t i o n ,  Inc., a D e l a w a r e  
c o r p o r a t i o n  a n d  w h o l l y - o w n e d  s u b s i d i a r y  o f  N U I ,  w i t h  a n d  i n t o  V i r g i n i a  G a s  
Company,  a D e l a w a r e  c o r p o r a t i o n  ( " V i r g i n i a  G a s " ) ,  a s  p r o v i d e d  for i n  t h e  
A g r e e m e n t  a n d  P l a n  of R e o r g a n i z a t i o n ,  da t ed  a s  o f  J u n e  1 3 ,  2000 ( t h e  
"Reo r g a n i z a  t i o n Aq re eme n t I' ) . 

T h e  R e o r g a n i z a t i o n  A g r e e m e n t  c o n t e m p l a t e s  t h e  i s s u a n c e  o f  u p  t o  1 , 1 5 8 , 9 2 8  
s h a r e s  o f  NUI's common s t o c k ,  w i t h o u t  par  v a l u e  ( t h e  " N U 1  Common S t o c k " ) ,  or, 
a l t e r n a t i v e l y ,  i f  t h e  t r a n s a c t i o n s  c o n t e m p l a t e d  by t h e  R e g i s t r a t i o n  S t a t e m e n t  o n  
Form S-4 f i l e d  b y  N U 1  H o l d i n g  w i t h  t h e  SEC o n  F e b r u a r y  9 ,  2000,  F i l e  No. 3 3 3 -  
3 0 0 9 2  ( t h e  "NU1 R e s t r u c t u r i n g " ) ,  h a v e  b e e n  c o n s u m m a t e d  p r i o r  t o  t h e  M e r g e r ,  t h e  
i s s u a n c e  o f  up t o  1 , 1 5 8 , 9 2 8  s h a r e s  o f  N U 1  H o l d i n g ' s  common s t o c k ,  w i t h o u t  par  
v a l u e  ( t h e  "NU1 H o l d i n g  Common S t o c k " )  t o  h o l d e r s  a s  of t h e  e f f e c t i v e  t i m e  of  
t h e  Merger of  o u t s t a n d i n g  s h a r e s  o f  V i r g i n i a  G a s  common s t o c k ,  $.001 par  v a l u e  
per s h a r e .  I n  r e n d e r i n g  t h i s  o p i n i o n ,  I h a v e  r e v i e w e d  N U I ' s  Amended a n d  
Restated C e r t i f i c a t e  o f  I n c o r p o r a t i o n ,  N U 1  H o l d i n g ' s  Amended a n d  Restated 
C e r t i f i c a t e  o f  I n c o r p o r a t i o n ,  e a c h  a s  f i l e d  w i t h  t h e  O f f i c e  of t h e  S e c r e t a r y  of 
S t a t e  of t h e  S t a t e  o f  New Jersey,  t h e  R e g i s t r a t i o n  S t a t e m e n t  a n d  s u c h  co rpora t e  
records o f  NUT and N U 1  H o l d i n g  a n d  c e r t i f i c a t e s  o f  o f f i c e r s  of N U 1  a n d  N U 1  
H o l d i n g  a n d  o f  p u b l i c  o f f i c i a l s  a s  I h a v e  d e e m e d  n e c e s s a r y .  B a s e d  u p o n  t h e  
f o r e g o i n g  a n d  t h e  f u r t h e r  q u a l i f i c a t i o n s  s t a t e d  b e l o w ,  I a m  o f  t h e  o p i n i o n  t h a t :  

1. NU1 h a s  b e e n  d u l y  i n c o r p o r a t e d  and i s  v a l i d l y  e x i s t i n g  a n d  i n  g o o d  
s t a n d i n g  u n d e r  t h e  l a w s  o f  t h e  S t a t e  o f  New Jersey. 

2 .  T h e  1 , 1 5 8 , 9 2 8  s h a r e s  o f  NU1 Common S t o c k  c o v e r e d  by t h e  R e g i s t r a t i o n  
S t a t e m e n t  h a v e  b e e n  d u l y  a u t h o r i z e d  a n d ,  when i s s u e d  i n  t h e  Merger p u r s u a n t  t o  
t h e  R e o r g a n i z a t i o n  A g r e e m e n t ,  w i l l  be v a l i d l y  i s s u e d ,  f u l l y  p a i d  a n d  n o n -  
a s ses sab le .  

3 .  N U 1  H o l d i n g  h a s  b e e n  d u l y  i n c o r p o r a t e d  a n d  i s  v a l i d l y  e x i s t i n g  a n d  i n  
good s t a n d i n g  u n d e r  t h e  l aws  of the Sta te  of New Jersey. 

4 .  T h e  1 , 1 5 8 , 9 2 8  s h a r e s  of N U 1  H o l d i n g  Common S t o c k  c o v e r e d  by t h e  
R e g i s t r a t i o n  S t a t e m e n t  h a v e  b e e n  d u l y  a u t h o r i z e d  a n d ,  when i s s u e d  i n  t h e  Merger 
p u r s u a n t  t o  t h e  R e o r g a n i z a t i o n  A g r e e m e n t ,  o r  following t h e  M e r g e r  i n  c o n n e c t i o n  
w i t h  t h e  NU1 R e s t r u c t u r i n g ,  w i l l  be v a l i d l y  i s s u e d ,  f u l l y  pa id  a n d  non-  
assessable. 

I h e r e b y  c o n s e n t  ' i o  t h e  f i l i n g  o f  t h i s  o p i n i o n  a s  a n  e x h i b i t  t o  t h e  
R e g i s t r a t i o n  S t a t e m e n t  a n d  t o  t h e  s t a t e m e n t s  m a d e  i n  r e f e r e n c e  t o  m e  u n d e r  t h e  
h e a d i n g  "LEGAL MATTERS" i n  t h e  p r o s p e c t u s  t h a t  i s  i n c l u d e d  i n  t h e  R e g i s t r a t i o n  
S t a t e m e n t .  

Very t r u l y  y o u r s ,  

/ s /  J a m e s  R. V a n  H o r n  

J a m e s  R .  V a n  H o r n  
< / T E X T >  
</DOCUMENT> 

EXHIBIT 8 . 1  

[ H u n t o n  & W i l l i a m s  L e t t e r h e a d ]  

O c t o b e r  5, 2000 

N U 1  C o r p o r a t i o n  
550 R o u t e  2 0 2 - 2 0 6  
P .  0. Box 7 6 0  
B e d m i n s t e r ,  New Jersey 0 7 9 2 1 - 0 7 6 0  

V i r g i n i a  G a s  Company 
2 0 0  E a s t  Main Street 
A b i n q d o n ,  V i r g i n i a  2 4 2 1 0  

Merger o f  VGC A c q u i s i t i o n ,  I n c .  
I n t o  V i r g i n i a  G a s  Company 

C e r t a i n  F e d e r a l  Income T a x  Matters 
f____________--__----------------- 

http ://ccbn .tenkwizard . codprint. php?repo=tenk&ipage= 122 1033&attach=ON&doc= 1 5/16/2002 



10k Wizard: SEC Filings 

L a d i e s  a n d  G e n t l e m e n :  

Page 115 of 134 

W e  h a v e  ac t ed  a s  c o u n s e l  t o  N U 1  C o r p o r a t i o n  ("NUI"), a N e w  Je rsey  c o r p o r a t i o n ,  
i n  c o n n e c t i o n  w i t h  t h e  proposed m e r g e r  ( t h e  " M e r g e r " )  o f  VGC A c q u i s i t i o n ,  I n c .  
( " M e r g e r  S u b s i d i a r y " ) ,  a D e l a w a r e  c o r p o r a t i o n  a n d  w h o l l y - o w n e d  s u b s i d i a r y  o f  
NUX, w i t h  a n d  i n t o  V i r g i n i a  G a s  Company ( " V i r g i n i a  G a s " ) ,  a D e l a w a r e  
c o r p o r a t i o n ,  p u r s u a n t  t o  t h e  A g r e e m e n t  a n d  P l a n  o f  R e o r g a n i z a t i o n  da t ed  as  o f  
J u n e  13,  2000, by a n d  among N U I ,  Merger S u b s i d i a r y ,  a n d  V i r g i n i a  G a s  ( t h e  
" A g r e e m e n t " ) .  T h i s  o p i n i o n  l e t t e r  i s  d e l i v e r e d  t o  y o u  i n  c o n n e c t i o n  w i t h  t h e  
Form 5-4 R e g i s t r a t i o n  S t a t e m e n t  r e l a t i n g  t o  t h e  M e r g e r  f i l e d  u n d e r  t h e  
S e c u r i t i e s  A c t  of 1933 ( t h e  "S-4"). 

V i r g i n i a  G a s '  o n l y  c lass  of s t o c k  o u t s t a n d i n g  i s  common s t o c k .  V i r g i n i a  G a s  also 
h a s  o u t s t a n d i n g  o p t i o n s  a n d  w a r r a n t s  t o  p u r c h a s e  i t s  common s t o c k .  E a c h  
o u t s t a n d i n g  s h a r e  of V i r g i n i a  G a s  common s t o c k  ( o t h e r  t h a n  a n y  s h a r e s  h e l d  by 
NUI) w i l l  be c o n v e r t e d  i n t o  N U 1  common s t o c k  h a v i n g  a m a r k e t  v a l u e  of  $ 4 . 0 0 .  I f  
a V i r g i n i a  G a s  s h a r e h o l d e r  o t h e r w i s e  w o u l d  be e n t i t l e d  t o  receive a f r a c t i o n a l  
s h a r e  of NU1 common s t o c k  u p o n  t h e  e x c h a n g e  of s h a r e s  o f  V i r g i n i a  G a s  common 
s t o c k  i n  t h e  M e r g e r ,  N U 1  w i l l  pay c a s h  i n  l i e u  o f  t h e  f r a c t i o n a l  s h a r e .  V i r g i n i a  
Gas s h a r e h o l d e r s  a re  n o t  e n t i t l e d  t o  e x e r c i s e  d i s s e n t e r ' s  r i g h t s  w i t h  respect t o  
t h e  M e r g e r .  

A t  t h e  e f f e c t i v e  t i m e  o f  t h e  M e r g e r ,  e a c h  o u t s t a n d i n g  o p t i o n  t o  a c q u i r e  V i r g i n i a  
G a s  common s t o c k  h a v i n g  a $ 4 . 1 2 5  e x e r c i s e  pr ice  w i l l  be t e r m i n a t e d  a n d  c o n v e r t e d  
i n t o  t h e  r i g h t  t o  r e c e i v e  $1 i n  c a s h  f r o m  N U I ;  a l l  o t h e r  o p t i o n s  t o  a c q u i r e  
V i r g i n i a  G a s  common s t o c k  w i l l  be c a n c e l e d  

N U 1  C o r p o r a t i o n  
V i r g i n i a  G a s  Company 

O c t o b e r  5 ,  2000 
P a g e  2 

w i t h o u t  a n y  p a y m e n t .  T h e  w a r r a n t s  t o  a c q u i r e  V i r g i n i a  G a s  common s t o c k  w i l l ,  i n  
a c c o r d a n c e  w i t h  t h e i r  t e r m s ,  r e m a i n  o u t s t a n d i n g  a f t e r  t h e  M e r g e r .  I f  a l l  t h e  
w a r r a n t s  w e r e  to be e x e r c i s e d ,  t h e  V i r g i n i a  G a s  common s t o c k  i s s u e d  u p o n  t h e i r  
exercise  w o u l d  c o n s t i t u t e  less t h a n  20 p e r c e n t  of  t h e  o u t s t a n d i n g  s h a r e s  o f  
V i r g i n i a  G a s  common s t o c k .  

On July 1 2 ,  2000,  V i r g i n i a  Gas i s s u e d  t o  N U 1  C a p i t a l  C o r p .  ( " C a p i t a l  C o r p . " ) ,  a 
w h o l l y - o w n e d  s u b s i d i a r y  of N U I ,  a r e v o l v i n g  c red i t  n o t e  w h e r e b y  V i r g i n i a  G a s  
borrowed $5 m i l l i o n  f r o m  C a p i t a l  C o r p . ,  a t  a n  a n n u a l  i n t e r e s t  r a t e  e q u a l  t o  
LIBOR p l u s  3 . 0  p e r c e n t .  V i r g i n i a  G a s  u s e d  t h e  proceeds o f  t h a t  $5 m i l l i o n  l o a n  
t o  p u r c h a s e  l a n d  a n d  o t h e r  a s se t s  n e c e s s a r y  f o r  t h e  c o n s t r u c t i o n  o f  a gas  
p i p e l i n e  a n d  g a s  s t o r a g e  f a c i l i t i e s .  On S e p t e m b e r  11, 2000, V i r g i n i a  G a s  a n d  
C a p i t a l  C o r p .  e n t e r e d  i n t o  a n  u n s e c u r e d ,  u n s u b o r d i n a t e d  $20 m i l l i o n  C r e d i t  
F a c i l i t y  ( t h e  " C r e d i t  F a c i l i t y " )  . A m o u n t s  o u t s t a n d i n g  u n d e r  t h e  C r e d i t  F a c i l i t y  
bear i n t e r e s t  a t  a n  a n n u a l  r a t e  e q u a l  t o  LIBOR p l u s  3 p e r c e n t .  I n t e r e s t  i s  
payable q u a r t e r l y ,  a n d  t h e  e n t i r e  o u t s t a n d i n g  p r i n c i p a l  a m o u n t  is  payable  o n  t h e  
f i r s t  t o  occur o f  ( 1 )  M a r c h  1, 2 0 0 2  or ( i i )  t h e  t e r m i n a t i o n  o f  t h e  A g r e e m e n t .  I n  
a d d i t i o n ,  i f  a n  e v e n t  o f  d e f a u l t  o c c u r s  u n d e r  t h e  C r e d i t  F a c i l i t y  ( i n c l u d i n g  t h e  
o c c u r r e n c e  o f  c e r t a i n  e v e n t s  of  d e f a u l t  u n d e r  V i r g i n i a  G a s '  o t h e r  s e n i o r  l o a n  
a g r e e m e n t s ) ,  C a p i t a l  C o r p .  may declare  a l l  o u t s t a n d i n g  p r i n c i p a l  a n d  a c c r u e d  
i n t e r e s t  i m m e d i a t e l y  d u e  a n d  payable.  V i r g i n i a  Gas h a s  pa id  o f f  t h e  e a r l i e r  $ 5  
m i l l i o n  l o a n  f r o m  C a p i t a l  C o r p .  w i t h  f u n d s  b o r r o w e d  u n d e r  t h e  C r e d i t  F a c i l i t y .  
E x c e p t  f o r  t h e  a m o u n t  b o r r o w e d  t o  pay t h e  $5 m i l l i o n  n o t e ,  a m o u n t s  b o r r o w e d  
u n d e r  t h e  C r e d i t  F a c i l i t y  may be u s e d  o n l y  t o  b u y  c e r t a i n  rea l  e s t a t e  l o c a t e d  i n  
S a l t v i l l e ,  V i r g i n i a ,  a n d  f o r  t h e  o b l i g a t i o n s  of V i r g i n i a  G a s  re la ted  t o  c e r t a i n  
p i p e l i n e  a n d  g a s  s t o r a g e  c o n s t r u c t i o n  costs. 

I n  c o n n e c t i o n  w i t h  e n t e r i n g  i n t o  t h e  $5 m i l l i o n  l o a n  a n d  t h e  C r e d i t  F a c i l i t y ,  
V i r g i n i a  G a s  g r a n t e d  t o  C a p i t a l  C o r p .  o p t i o n s  t o  p u r c h a s e  a n  a g g r e g a t e  o f  
1 , 0 9 5 , 4 7 5  s h a r e s  of V i r g i n i a  G a s  common s t o c k .  T h o s e  o p t i o n s  a re  e x e r c i s a b l e  
o n l y  i f  a n  e v e n t  o f  d e f a u l t  o c c u r s  u n d e r  t h e  C r e d i t  F a c i l i t y  o r  i f  t h e  A g r e e m e n t  
is t e r m i n a t e d  u n d e r  c i r c u m s t a n c e s  i n  w h i c h  N U 1  i s  n o t  e n t i t l e d  t o ,  o r  i s  
e n t i t l e d  t o  b u t  does n o t  r e c e i v e  p a y m e n t  o f ,  a t e r m i n a t i o n  fee. T h e  o p t i o n s  w i l l  
t e r m i n a t e  u p o n  t h e  e a r l i e r  t o  o c c u r  o f  (1) t h e  e f f e c t i v e  t i m e  o f  t h e  M e r g e r  o r  
( i i)  i n  t h e  a b s e n c e  o f  a n y  d e f a u l t  u n d e r  t h e  C r e d i t  F a c i l i t y ,  t h e  t e r m i n a t i o n  o f  
t h e  A g r e e m e n t  u n d e r  c i r c u m s t a n c e s  i n  w h i c h  NU1 i s  e n t i t l e d  t o ,  a n d  a c t u a l l y  
r e c e i v e s ,  a t e r m i n a t i o n  f e e .  

N U 1  a n d  N U 1  H o l d i n g  Company,  a N e w  Jersey co rpora t ion  f o r m e d  by N U 1  t o  b e c o m e  
t h e  p a r e n t  c o r p o r a t i o n  o f  N U I ,  h a v e  e n t e r e d  i n t o  a n  a g r e e m e n t  w h e r e b y  N U 1  
s h a r e h o l d e r s  ( i n c l u d i n g  f o r m e r  V i r g i n i a  Gas s h a r e h o l d e r s )  a re  t o  e x c h a n g e  e a c h  
o u t s t a n d i n g  s h a r e  of N U 1  common s t o c k  for a s h a r e  of  NU1 H o l d i n g  C o m p a n y  common 
s t o c k  ( t h e  " H o l d i n g  Company E x c h a n g e " ) .  A s  a r e s u l t ,  N U 1  H o l d i n g  C o m p a n y  is t o  
a c q u i r e  a n d  own a l l  t h e  s t o c k  of NU1 o u t s t a n d i n g  a t  t h e  t i m e  of t h e  Hold ing  
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NU1 C o r p o r a t i o n  
V i r g i n i a  G a s  C o m p a n y  

O c t o b e r  5, 2000 
P a g e  3 

You h a v e  r e q u e s t e d  o u r  o p i n i o n  c o n c e r n i n g  c e r t a i n  f e d e r a l  i n c o m e  t a x  
c o n s e q u e n c e s  of t h e  M e r g e r .  I n  g i v i n g  t h i s  o p i n i o n ,  we h a v e  r e v i e w e d  t h e  
A g r e e m e n t ,  t h e  F o r m  S-4 R e g i s t r a t i o n  S t a t e m e n t  r e l a t i n g  t o  t h e  Merger f i l e d  
u n d e r  t h e  S e c u r i t i e s  A c t  o f  1933 ( t h e  " S - 4 " ) ,  t h e  $5 m i l l i o n  a n d  $20  m i l l i o n  
n o t e s  b e t w e e n  V i r g i n i a  G a s  a n d  C a p i t a l  C o r p . ,  t h e  s t o c k  o p t i o n  a g r e e m e n t s  
b e t w e e n  V i r g i n i a  Gas a n d  C a p i t a l  C o r p . ,  a n d  s u c h  o t h e r  d o c u m e n t s  a s  we h a v e  
c o n s i d e r e d  n e c e s s a r y .  I n  a d d i t i o n ,  w e  h a v e  a s s u m e d ,  w i t h  y o u r  c o n s e n t ,  t h e  
f o l l o w i n g :  

1. T h e  f a i r  m a r k e t  v a l u e  of t h e  NU1 common s t o c k  ( i n c l u d i n g  a n y  f r a c t l o h a l  s h a r e  
i n t e r e s t )  r e c e i v e d  by a V i r g i n i a  G a s  s h a r e h o l d e r  i n  e x c h a n g e  for V i r g i n i a  G a s  
common s t o c k  w i l l  be a p p r o x i m a t e l y  e q u a l  t o  t h e  f a i r  m a r k e t  v a l u e  o f  V i r g i n i a  
G a s  common s t o c k  s u r r e n d e r e d  i n  t h e  M e r g e r .  

2 .  N o n e  o f  t h e  c o m p e n s a t i o n  r e c e i v e d  by a n y  s h a r e h o l d e r - e m p l o y e e  o f  V i r g i n i a  G a s  
i n  c o n n e c t i o n  w i t h  t h e  M e r g e r  w i l l  be separate  c o n s i d e r a t i o n  f o r ,  o r  a l locable  
t o ,  a n y  s h a r e s  o f  V i r g i n i a  G a s  common s t o c k ;  n o n e  o f  t h e  s h a r e s  o f  NU1 common 
s t o c k  r e c e i v e d  by a n y  s h a r e h o l d e r - e m p l o y e e  i n  t h e  M e r g e r  w i l l  be sepa ra t e  
c o n s i d e r a t i o n  f o r ,  o r  a l l o c a b l e  t o ,  a n y  e m p l o y m e n t  a g r e e m e n t ;  a n d  t h e  
c o m p e n s a t i o n  pa id  t o  any  s h a r e h o l d e r - e m p l o y e e  w i l l  be f o r  s e r v i c e s  a c t u a l l y  
r e n d e r e d  a n d  w i l l  be c o m m e n s u r a t e  w i t h  a m o u n t s  paid t o  t h i r d  p a r t i e s  b a r g a i n i n g  
a t  a r m ' s  l e n g t h  f o r  s i m i l a r  s e r v i c e s .  

3. T h e  p a y m e n t  of c a s h  i n  l i e u  o f  f r a c t i o n a l  s h a r e s  of NU1 common s t o c k  i s  
s o l e l y  f o r  t h e  purpose o f  a v o i d i n g  t h e  e x p e n s e  and i n c o n v e n i e n c e  t o  NU1 o f  
i s s u i n g  f r a c t i o n a l  s h a r e s  a n d  does  n o t  r e p r e s e n t  separa te ly  b a r g a i n e d - f o r  
c o n s i d e r a t i o n .  

4 .  No s h a r e  o f  V i r g i n i a  G a s  common s t o c k  h a s  b e e n  o r  w i l l  be r e d e e m e d  d i r e c t l y  
o r  i n d i r e c t l y  ( i n c l u d i n g ,  w i t h o u t  l i m i t a t i o n ,  t h r o u g h  a p a r t n e r s h i p )  by V i r g i n i a  
G a s  o r  a c q u i r e d  d i r e c t l y  o r  i n d i r e c t l y  ( i n c l u d i n g ,  w i t h o u t  l i m i t a t i o n ,  t h r o u g h  a 
p a r t n e r s h i p )  by a n y  s u b s i d i a r y  o f  V i r g i n i a  G a s  i n  a n t i c i p a t i o n  o f  t h e  Merger, 
a n d  V i r g i n i a  Gas h a s  n o t  made a n d  w i l l  no t  m a k e  a n y  e x t r a o r d i n a r y  d i s t r i b u t i o n  
w i t h  respect t o  i t s  s t o c k  i n  a n t i c i p a t i o n  o f  t h e  Merger. 

5.  T h e r e  i s  n o  p l a n  o r  i n t e n t i o n  f o r  NU1 or  a n y  s u b s i d i a r y  of NU1 t o  a c q u i r e  
d i r e c t l y  o r  i n d i r e c t l y  ( i n c l u d i n g ,  w i t h o u t  l i m i t a t i o n ,  t h r o u g h  a p a r t n e r s h i p )  
a n y  o f  t h e  NU1 common s t o c k  i s s u e d  i n  t h e  Merger o r  t o  m a k e  a n y  e x t r a o r d i n a r y  
d i s t r i b u t i o n  w i t h  respect t o  s u c h  s t o c k ,  e x c e p t  f o r  t h e  a c q u i s i t i o n  of NU1 
common s t o c k  b y  NU1 H o l d i n g  C o m p a n y .  

6 .  T h e  H o l d i n g  Company E x c h a n g e ,  i f  c o n s u m m a t e d ,  w i l l  q u a l i f y  as a 
r e o r g a n i z a t i o n  w i t h i n  t h e  m e a n i n g  of s e c t i o n  3 6 8 ( a ) ( l ) ( B )  o f  t h e  I n t e r n a l  
R e v e n u e  C o d e  ( t h e  "Code"  ) . 

NU1 C o r p o r a t i o n  
V i r g i n i a  G a s  Company 

O c t o b e r  5, 2000 
P a g e  4 

7 .  I f  t h e  H o l d i n g  Company E x c h a n g e  IS c o n s u m m a t e d  a f t e r  t h e  Merger, NU1 H o l d i n g  
Company w i l l  a c q u i r e  a l l  of t h e  t h e n - o u t s t a n d i n g  NU1 common s t o c k  ( i n c l u d i n g  
s h a r e s  o f  NU1 common s t o c k  i s s u e d  t o  V i r g l n i a  G a s  s h a r e h o l d e r s  i n  t h e  M e r g e r )  
s o l e l y  i n  e x c h a n g e  f o r  NU1 H o l d i n g  C o m p a n y  v o t i n g  common s t o c k ,  a n d  NU1 H o l d i n q  
Company w i l l  own a l l  t h e  i s s u e d  a n d  o u t s t a n d i n g  s t o c k  of  N U I .  

8 .  I f  t h e  H o l d i n g  Company E x c h a n g e  i s  c o n s u m m a t e d  a f t e r  t h e  Merger, t h e r e  w i l l  
be n o  p l a n  or i n t e n t i o n  f o r  NU1 H o l d i n g  Company t o  dispose o f  a n y  shares of N U 1  
common s t o c k  or f o r  NU1 t o  i s s u e  a d d i t i o n a l  s h a r e s  of its s t o c k  t h a t  w o u l d  
r e s u l t  i n  N U 1  H o l d i n g  C o m p a n y ' s  o w n i n g  Less t h a n  80 p e r c e n t  of t h e  t o t a l  
c o m b i n e d  v o t i n g  power o f  a l l  classes of  NU1 v o t i n g  s t o c k  o r  l e s s  t h a n  80 p e r c e n t  
of  e a c h  c l a s s  o f  NU1 n o n v o t i n g  s t o c k .  

9. If t h e  H o l d i n g  C o m p a n y  E x c h a n g e  1s c o n s u m m a t e d  a f t e r  t h e  M e r g e r ,  t h e r e  w i l l  
be n o  p l a n  o r  i n t e n t i o n  f o r  NU1 H o l d i n g  Company o r  a n y  s u b s i d i a r y  of  N U 1  H o l d i n g  
C o m p a n y  t o  a c q u i r e  d i r e c t l y  or i n d i r e c t l y  ( i n c l u d i n g ,  w i t h o u t  l i m i t a t i o n ,  
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t h r o u g h  a p a r t n e r s h i p ] ,  or t o  make  a n y  e x t r a o r d i n a r y  d i s t r i b u t i o n  w i t h  respect 
t o ,  a n y  of NU1 H o l d i n g  Company s t o c k  i s s u e d  i n  e x c h a n g e  f o r  t h e  N U 1  common 
s t o c k .  

10. N e i t h e r  N U 1  n o r  a n y  s u b s i d i a r y  of NU1 ( a )  owns a n y  s h a r e s  o f  V i r g i n i a  G a s  
common s t o c k  o r  ( b )  h a s  a c q u i r e d  o r  w i l l  a c q u i r e  d i r e c t l y  or i n d i r e c t l y  
( i n c l u d i n g ,  w i t h o u t  l i m i t a t i o n ,  t h r o u g h  a p a r t n e r s h i p )  a n y  s h a r e s  o f  V i r g i n i a  
G a s  common s t o c k  i n  a n t i c i p a t i o n  o f  t h e  M e r g e r .  

11. N e i t h e r  N U 1  n o r  a n y  s u b s i d i a r y  o f  NU1 ( a )  h a s  t r a n s f e r r e d  or w i l l  t r a n s f e r  
c a s h  o r  o t h e r  p r o p e r t y  t o  V i r g i n i a  G a s  o r  a n y  s u b s i d i a r y  of V i r g i n i a  G a s  i n  
a n t i c i p a t i o n  o f  t h e  M e r g e r  o r  (b) h a s  m a d e  or w i l l  m a k e  a n y  l o a n  t o  V i r g i n i a  G a s  
or  a n y  s u b s i d i a r y  of V i r g i n i a  Gas i n  a n t i c i p a t i o n  o f  t h e  Merger, e x c e p t  f o r  t h e  
l o a n s  made  b y  C a p i t a l  C o r p .  t o  V i r g i n i a  G a s  a s  d e s c r i b e d  a b o v e .  

1 2 .  F o l l o w i n g  t h e  M e r g e r ,  V i r g i n i a  G a s  w i l l  h o l d  (a) a t  l ea s t  90 p e r c e n t  of t h e  
f a i r  m a r k e t  v a l u e  o f  t h e  n e t  assets a n d  a t  l e a s t  70 p e r c e n t  of t h e  f a i r  m a r k e t  
v a l u e  o f  t h e  g r o s s  a s s e t s  h e l d  b y  V i r g i n i a  Gas i m m e d i a t e l y  b e f o r e  t h e  Merger a n d  
( b )  a t  l eas t  9 0  p e r c e n t  of t h e  f a i r  m a r k e t  v a l u e  o f  t h e  n e t  a s se t s  a n d  a t  l e a s t  
7 0  p e r c e n t  of t h e  f a i r  m a r k e t  v a l u e  o f  t h e  gross a s s e t s  h e l d  b y  Merger 
S u b s i d i a r y  i m m e d i a t e l y  b e f o r e  t h e  M e r g e r .  F o r  t h i s  p u r p o s e ,  a m o u n t s  paid b y  
V i r g i n i a  G a s  o r  M e r g e r  S u b s i d i a r y  f o r  e x p e n s e s  r e l a t e d  t o  t h e  M e r g e r  a n d  a n y  
r e d e m p t i o n s  a n d  d i s t r i b u t i o n s  ( e x c e p t  f o r  r e g u l a r ,  n o r m a l  d i v i d e n d s )  made i n  
c o n n e c t i o n  w i t h  t h e  M e r g e r  a re  t r e a t e d  a s  a s se t s  h e l d  by V i r g i n i a  G a s  o r  M e r g e r  
S u b s i d i a r y ,  a s  appropr i a t e ,  immediately b e f o r e  the M e r g e r ,  b u t  a n y  assets  
t r a n s f e r r e d  t o  M e r g e r  S u b s i d i a r y  b y  N U 1  i n  c o n n e c t i o n  w i t h  t h e  Merger a r e  n o t  
t a k e n  i n t o  a c c o u n t .  

N U 1  C o r p o r a t i o n  
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13 .  A t  t h e  e f f e c t i v e  t i m e  o f  t h e  M e r g e r ,  t h e  f a i r  m a r k e t  v a l u e  o f  V i r g i n i a  G a s '  
a sse t s  w i l l  e x c e e d  t h e  sum o f  V i r g i n i a  G a s '  l i a b i l i t i e s  p l u s  t h e  a m o u n t  o f  
l i a b i l i t i e s ,  i f  a n y ,  t o  w h i c h  i t s  assets  are  s u b j e c t .  

1 4 .  F o l l o w i n g  t h e  M e r g e r ,  V i r g i n i a  G a s  w i l l  c o n t i n u e  i t s  h i s t o r i c  b u s i n e s s  or 
u s e  a s i g n i f i c a n t  p o r t i o n  o f  i t s  h i s t o r i c  b u s i n e s s  a sse t s  i n  a b u s i n e s s .  

15 .  T h e  l i a b i l i t i e s  of  M e r g e r  S u b s i d i a r y ,  i f  a n y ,  t h a t  w i l l  be a s s u m e d  b y  
V i r g i n i a  G a s  a n d  t h e  l i a b i l i t i e s ,  i f  a n y ,  t o  w h i c h  t h e  a s s e t s  of Merger 
S u b s i d i a r y  are s u b j e c t  w e r e  i n c u r r e d  by Merger S u b s i d i a r y  i n  t h e  o r d i n a r y  c o u r s e  
o f  b u s i n e s s .  Merger S u b s i d i a r y  h o l d s ,  a n d  a t  t h e  e f f e c t i v e  t i m e  o f  t h e  Merger 
w i l l  h o l d ,  o n l y  t h o s e  assets n e c e s s a r y  f o r  i t  t o  e f f e c t  t h e  Merger. 

1 6 .  T h e r e  is  n o  i n d e b t e d n e s s  e x i s t i n g  b e t w e e n  ( a )  V i r g i n i a  G a s  o r  a n y  s u b s i d i a r y  
of V i r g i n i a  Gas a n d  ( b )  NUI, Merger S u b s i d i a r y  o r  a n y  o t h e r  s u b s i d i a r y  o f  NUI, 
e x c e p t  f o r  i n d e b t e d n e s s  u n d e r  t h e  C r e d i t  F a c i l i t y .  

1 7 .  V i r g i n i a  G a s ,  C a p i t a l  C o r p . ,  a n d  N U 1  i n t e n d  f o r  t h e  $5  m i l l i o n  r e v o l v i n g  
credit  l o a n  a n d  t h e  l o a n ( s )  t o  V i r g i n i a  G a s  u n d e r  t h e  C r e d i t  F a c i l i t y  t o  
c o n s t i t u t e  d e b t ,  a n d  e a c h  o f  t h o s e  p a r t i e s  h a s  t rea ted  a n d  w i l l  t r ea t  a l l  s u c h  
l o a n s  a s  d e b t ,  f o r  f e d e r a l  i n c o m e  t a x  a n d  f i n a n c i a l  a c c o u n t i n g  p u r p o s e s .  

1 8 .  V i r g i n i a  G a s ,  C a p i t a l  C o r p . ,  a n d  N U 1  e x p e c t e d ,  when V i r g i n i a  G a s  a n d  C a p i t a l  
C o r p .  e n t e r e d  i n t o  t h e  C r e d i t  F a c i l i t y ,  a n d  c u r r e n t l y  e x p e c t  t h a t  V i r g i n i a  G a s  
will b e  able  t o  repay t h a t  debt f r o m  i t s  own f u n d s  ( o r  f r o m  f u n d s  o b t a i n e d  f r o m  
a n  u n r e l a t e d  l e n d e r )  o n  t h e  s t a t e d  m a t u r i t y  d a t e  of M a r c h  1, 2 0 0 2 .  

1 9 .  B e f o r e  t h e  e f f e c t i v e  t i m e  of t h e  Merger, C a p i t a l  C o r p .  w i l l  d i s t r i b u t e  t o  
NU1 a s  a d i v i d e n d  a l l  of C a p i t a l  C o r p . ' s  i n t e r e s t  i n  t h e  C r e d i t  F a c i l i t y  a n d  
r e l a t e d  n o t e .  N U 1  w i l l  h o l d  t h e  n o t e  w i t h  n o  p l a n  or i n t e n t i o n  t o  t r a n s f e r  i t  
(or a n y  i n t e r e s t  i n  o r  u n d e r  t h e  C r e d i t  F a c i l i t y )  t o  a n y  o t h e r  p e r s o n .  

20 .  NU1 h a s  p a i d  o r  w i l l  pay t h e  e x p e n s e s  o f  NUX a n d  Merger S u b s i d i a r y  i n c u r r e d  
i n  c o n n e c t i o n  w i t h  t h e  M e r g e r ,  a n d  V i r g i n i a  Gas h a s  paid o r  w i l l  pay i t s  
e x p e n s e s  i n c u r r e d  i n  c o n n e c t i o n  w i t h  t h e  M e r g e r ,  except t h a t  expenses i n c u r r e d  
i n  c o n n e c t i o n  w i t h  p r i n t i n g  a n d  m a i l i n g  t h e  J o i n t  P r o x y  S t a t e m e n t / P r o s p e c t u s ,  
e x p e n s e s  i n c u r r e d  i n  p r i n t i n g  a n d  f i l i n g  t h e  5-4, a n d  HSR f i l i n g  f e e s  w i l l  be 
s h a r e d  e q u a l l y  by N U 1  a n d  V i r g i n i a  G a s .  V i r g i n i a  G a s  s h a r e h o l d e r s  w i l l  pay t h e l r  
e x p e n s e s ,  i f  a n y ,  i n c u r r e d  i n  c o n n e c t i o n  w i t h  t h e  M e r g e r .  

2 1 .  N U 1  o w n s ,  a n d  immediately b e f o r e  a n d  a f t e r  t h e  M e r g e r  w i l l  own, a l l  t h e  
o u t s t a n d i n g  s t o c k  o f  Merger S u b s i d l a r y .  
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2 2 .  T h e r e  i s  n o  p l a n  o r  i n t e n t i o n  f o r  V i r g i n i a  G a s  t o  i s s u e  a d d i t i o n a l  s h a r e s  of 
i t s  s t o c k  t h a t  w o u l d  r e s u l t  i n  NUI's o w n i n g  less t h a n  80 p e r c e n t  of t h e  t o t a l  
c o m b i n e d  v o t i n g  p o w e r  o f  a l l  c l a s s e s  o f  V i r g i n i a  G a s  v o t i n g  s t o c k  or less t h a n  
80 p e r c e n t  o f  e a c h  c lass  o f  V i r g i n i a  G a s  n o n v o t i n g  s t o c k .  

2 3 .  A t  t h e  e f f e c t i v e  t i m e  o f  t h e  Merger, V i r g i n i a  G a s  w i l l  n o t  h a v e  o u t s t a n d i n g  
a n y  w a r r a n t s ,  o p t i o n s ,  c o n v e r t i b l e  s e c u r i t i e s ,  o r  a n y  o t h e r  type of r i g h t  
p u r s u a n t  t o  w h i c h  a n y  p e r s o n  c o u l d  a c q u i r e  s t o c k  of V i r g i n i a  G a s  t h a t  w o u l d  
c a u s e  NUX t o  own less t h a n  80  p e r c e n t  of t h e  t o t a l  c o m b i n e d  v o t i n g  p o w e r  of a l l  
classes of V i r g i n i a  G a s  v o t i n g  s t o c k  or l e s s  t h a n  80 p e r c e n t  of e a c h  c lass  o f  
V i r g i n i a  G a s  n o n v o t i n g  s t o c k .  

2 4 .  T h e r e  i s  n o  p l a n  o r  i n t e n t i o n  ( a )  t o  l i q u i d a t e  V i r g i n i a  G a s ,  ( b )  t o  m e r g e  
V i r g i n i a  G a s  i n t o  a n o t h e r  e n t i t y ,  (c) f o r  NU1 t o  sell  o r  o t h e r w i s e  d i spose  of  
a n y  s t o c k  o f  V i r g i n i a  G a s ,  o r  ( d )  f o r  V i r g i n i a  G a s  t o  se l l  or o t h e r w i s e  d i s p o s e  
of a n y  o f  i t s  a s s e t s ,  e x c e p t  € o r  d i s p o s i t i o n s  m a d e  by V i r g i n i a  G a s  i n  t h e  
o r d i n a r y  c o u r s e  of b u s i n e s s .  

2 5 .  F o r  each of N U I ,  V i r g i n i a  G a s ,  a n d  M e r g e r  S u b s i d i a r y ,  less t h a n  50 p e r c e n t  
o f  t h e  f a i r  m a r k e t  v a l u e  o f  i t s  a d l u s t e d  t o t a l  asse ts  c o n s i s t s  o f  s t o c k  a n d  
s e c u r i t i e s .  F o r  p u r p o s e s  o f  the p r e c e d i n g  s e n t e n c e ,  ( a )  a c o r p o r a t i o n ' s  a d j u s t e d  
t o t a l  a sse t s  e x c l u d e  c a s h ,  c a s h  i t e m s  ( i n c l u d i n g  a c c o u n t s  r e c e i v a b l e  a n d  c a s h  
e q u i v a l e n t s ) ,  a n d  U n i t e d  S t a t e s  g o v e r n m e n t  s e c u r i t i e s  a n d  (b) a c o r p o r a t i o n ' s  
a d j u s t e d  t o t a l  a s s e t s  e x c l u d e  s t o c k  a n d  s e c u r i t i e s  i s s u e d  by a n y  s u b s i d i a r y  a t  
l eas t  50 p e r c e n t  o f  t h e  v o t i n g  p o w e r  o r  50 p e r c e n t  o f  t h e  t o t a l  f a i r  m a r k e t  
v a l u e  of t h e  s t o c k  of w h i c h  i s  o w n e d  by t h e  c o r p o r a t i o n ,  b u t  t h e  c o r p o r a t i o n  i s  
t r e a t e d  a s  o w n i n g  d i r e c t l y  a r a t a b l e  s h a r e  (based o n  t h e  p e r c e n t a g e  o f  t h e  f a i r  
m a r k e t  v a l u e  o f  t h e  s u b s i d i a r y ' s  s t o c k  o w n e d  by t h e  c o r p o r a t i o n )  o f  t h e  assets  
o w n e d  by a n y  s u c h  s u b s i d i a r y .  

2 6 .  No V i r g i n i a  G a s  s h a r e h o l d e r  is a f o r e i g n  p e r s o n  f o r  U n i t e d  S t a t e s  i n c o m e  t a x  
p u r p o s e s .  

2 7 .  N o  s h a r e s  o f  V i r g i n i a  G a s  common s t o c k ,  i f  a n y ,  t h a t  w e r e  a c q u i r e d  i n  
c o n n e c t i o n  w i t h  t h e  p e r f o r m a n c e  of s e r v i c e s  a re  s u b l e c t  t o  a s u b s t a n t i a l  r i s k  o f  
f o r f e i t u r e  w i t h i n  t h e  m e a n i n g  o f  s e c t i o n  8 3 ( c )  of t h e  C o d e .  

2 8 .  N o  o u t s t a n d i n g  V i r g i n i a  G a s  common s t o c k  a c q u i r e d  i n  c o n n e c t i o n  w i t h  t h e  
p e r f o r m a n c e  of s e r v i c e s  was o r  w i l l  h a v e  b e e n  a c q u i r e d  w i t h i n  s i x  m o n t h s  b e f o r e  
t h e  e f f e c t i v e  t i m e  o f  t h e  Merger by a n y  p e r s o n  s u b j e c t  t o  s e c t i o n  16(b) of t h e  
S e c u r i t i e s  E x c h a n g e  A c t  o f  1934 o t h e r  t h a n  p u r s u a n t  t o  a n  a w a r d  ( a )  g r a n t e d  i n  a 
t r a n s a c t i o n  t h a t  s a t i s f i e s  t h e  r e q u i r e m e n t s  u n d e r  S . E . C .  R u l e  16b-3 01 ( b )  
g r a n t e d  m o r e  t h a n  s i x  m o n t h s  b e f o r e  t h e  e f f e c t i v e  t i m e  o f  t h e  Merger. 
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2 9 .  S i n c e  A p r i l  1 6 ,  1 9 9 7 ,  V i r g i n i a  G a s  h a s  n o t  d i s t r i b u t e d  t o  i t s  s h a r e h o l d e r s  
or  s e c u r i t y  ho lde r s  s t o c k  o r  s e c u r i t i e s  o f  a c o n t r o l l e d  c o r p o r a t i o n  i n  a 
t r a n s a c t i o n  t o  w h i c h  s e c t i o n  3 5 5 ( a )  of t h e  C o d e  a p p l i e s .  

W e  a s s u m e  t h a t  (a) t h e  p r e c e d i n g  e n u m e r a t e d  s t a t e m e n t s  a r e  and w i l l  r e m a i n  
a c c u r a t e ,  (b) t h e  M e r g e r  w i l l  be c o n s u m m a t e d  i n  a c c o r d a n c e  w i t h  t h e  A g r e e m e n t ,  
( c )  b o t h  t h e  $ 5  m i l l i o n  r e v o l v i n g  credit  l o a n  a n d  t h e  l o a n ( s )  u n d e r  t h e  C r e d i t  
F a c i l i t y  f r o m  C a p i t a l  C o r p .  t o  V i r g i n i a  G a s  c o n s t i t u t e  debt f o r  f e d e r a l  i n c o m e  
t a x  p u r p o s e s ,  a n d  ( d )  n o n e  o f  t h e  o p t i o n s  g r a n t e d  t o  C a p i t a l  C o r p .  t o  a c q u i r e  
V i r g i n i a  G a s  common s t o c k  has  b e e n  or w i l l  be e x e r c i s e d .  

On t h e  bas i s  of t h e  f o r e g o i n g ,  we a r e  of t h e  o p i n i o n  t h a t  ( u n d e r  e x i s t i n g  l a w )  
f o r  f e d e r a l  i n c o m e  t a x  p u r p o s e s :  

1. T h e  M e r g e r  w i l l  be a r e o r g a n i z a t i o n  w i t h i n  t h e  m e a n l n g  of s e c t i o n  3 6 8 ( a )  o f  
t h e  C o d e ,  a n d  N U 1  a n d  V i r g i n i a  G a s  e a c h  w i l l  be a "pa r ty  t o  a r e o r g a n i z a t i o n "  
w i t h i n  t h e  m e a n i n g  o f  s e c t i o n  368(b) o f  t h e  C o d e .  

2 .  N e i t h e r  NU1 nor Merger S u b s i d i a r y  will r e c o g n i z e  g a i n  o r  loss o n  t h e  i s s u a n c e  
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o f  NU1 common s t o c k ,  t h e  a c q u i s i t i o n  of V i r g i n i a  G a s  common s t o c k ,  or  t h e  
t r a n s f e r  o f  Merger S u b s i d i a r y ' s  assets t o  V i r g i n i a  G a s  i n  t h e  M e r g e r .  

3.  V i r g i n i a  G a s  w i l l  n o t  r e c o g n i z e  g a i n  or l o s s  o n  t h e  a c q u i s i t i o n  o f  t h e  a s se t s  
o f  M e r g e r  S u b s i d i a r y  i n  t h e  M e r g e r  o r  o n  t h e  c o n s t r u c t i v e  d i s t r i b u t i o n ,  i f  a n y ,  
of NU1 common s t o c k  t o  V i r g i n i a  G a s  s h a r e h o l d e r s .  

4 .  A V i r g i n i a  G a s  s h a r e h o l d e r  w i l l  n o t  r e c o g n i z e  g a i n  o r  l o s s  o n  t h e  e x c h a n g e  o f  
s h a r e s  o f  V i r g i n i a  G a s  common s t o c k  s o l e l y  f o r  s h a r e s  of N U 1  common s t o c k  
( i n c l u d i n g  a n y  f r a c t i o n a l  s h a r e  i n t e r e s t )  i n  t h e  M e r g e r .  

5 .  The a g g r e g a t e  b a s i s  o f  s h a r e s  o f  NU1 common s t o c k  ( i n c l u d i n g  a n y  f r a c t i o n a l  
s h a r e  i n t e r e s t )  r e c e i v e d  i n  t h e  M e r g e r  by a V i r g i n i a  G a s  s h a r e h o l d e r  w i l l  be t h e  
same as  t h e  a g g r e g a t e  b a s i s  o f  t h e  s h a r e s  o f  V i r g i n i a  G a s  common s t o c k  e x c h a n g e d  
t h e r e f o r .  

6 .  T h e  h o l d i n g  per iod f o r  s h a r e s  o f  NU1 common s t o c k  ( i n c l u d i n g  a n y  f r a c t i o n a l  
s h a r e  i n t e r e s t )  r e c e i v e d  i n  t h e  M e r g e r  by a V i r g i n i a  G a s  s h a r e h o l d e r  w i l l  
i n c l u d e  t h e  h o l d i n g  per iod f o r  t h e  s h a r e s  of V i r g i n i a  G a s  common s t o c k  e x c h a n g e d  
t h e r e f o r ,  i f  s u c h  s h a r e s  of V i r g i n i a  G a s  common s t o c k  a re  h e l d  a s  c a p i t a l  assets 
a t  t h e  e f f e c t i v e  t i m e  o f  t h e  Merger. 

7 .  C a s h  r e c e i v e d  by a V i r g i n i a  G a s  s h a r e h o l d e r  i n  l i e u  of a f r a c t i o n a l  s h a r e  of  
NU1 common s t o c k  w i l l  be t r e a t e d  a s  h a v i n g  b e e n  r e c e i v e d  a s  f u l l  p a y m e n t  i n  
e x c h a n g e  for s u c h  f r a c t i o n a l  

N U 1  C o r p o r a t i o n  
V i r g i n i a  Gas C o m p a n y  

O c t o b e r  5 ,  2000 
P a g e  8 

s h a r e  p u r s u a n t  t o  s e c t i o n  3 0 2 ( a )  o f  t h e  C o d e .  A c c o r d i n g l y ,  a V i r g i n i a  G a s  
s h a r e h o l d e r  who r e c e i v e s  c a s h  i n  l i e u  of a f r a c t i o n a l  s h a r e  w i l l  r e c o g n i z e  g a i n  
or  l o s s  e q u a l  t o  t h e  d i f f e r e n c e  b e t w e e n  t h e  a m o u n t  of cash r e c e i v e d  a n d  t h e  
s h a r e h o l d e r ' s  bas i s  i n  t h e  f r a c t i o n a l  s h a r e  i n t e r e s t .  

We are a l s o  o f  t h e  o p i n i o n  t h a t  t h e  m a t e r i a l  f e d e r a l  i n c o m e  t ax  c o n s e q u e n c e s  o f  
t h e  Merger t o  V i r g i n i a  G a s  s h a r e h o l d e r s  are  f a i r l y  s u m m a r i z e d  i n  t h e  5-4 u n d e r  
t h e  h e a d i n g s  "Summary  of  P r o x y  S t a t e m e n t  P r o s p e c t u s - - M a t e r i a l  F e d e r a l  I n c o m e  Tax 
C o n s e q u e n c e s "  a n d  " P r o p o s a l  N o .  1: T h e  Merger--Material F e d e r a l  I n c o m e  Tax 
Con s e q u e n c e s  " . 
E x c e p t  a s  set f o r t h  a b o v e ,  w e  e x p r e s s  n o  o p i n i o n  r e g a r d i n g  a n y  t a x  c o n s e q u e n c e s  
of t h e  M e r g e r .  This o p i n i o n  m a y  n o t  be d i s t r i b u t e d ,  q u o t e d  i n  w h o l e  o r  i n  p a r t  
or  o t h e r w i s e  r e p r o d u c e d  i n  a n y  d o c u m e n t ,  or f i l e d  w i t h  a n y  g o v e r n m e n t a l  a g e n c y  
w i t h o u t  our p r i o r  w r i t t e n  c o n s e n t .  W e  c o n s e n t  t o  t h e  u s e  of t h i s  o p i n i o n  as  a n  
e x h i b i t  t o  t h e  S-4 a n d  t o  t h e  r e f e r e n c e s  t o  t h i s  f i r m  i n  t h e  5-4 u n d e r  t h e  
a f o r e m e n t i o n e d  h e a d i n g s .  I n  g i v i n g  t h i s  c o n s e n t ,  we do n o t  admi t  t h a t  w e  a r e  
w i t h i n  t h e  c a t e g o r y  of p e r s o n s  w h o s e  c o n s e n t  is r e q u i r e d  by s e c t i o n  7 o f  t h e  
S e c u r i t i e s  A c t  o f  1933 or  t h e  r u l e s  a n d  r e g u l a t i o n s  p r o m u l g a t e d  t h e r e u n d e r  by 
t h e  S e c u r i t i e s  a n d  E x c h a n g e  C o m m i s s i o n .  

V e r y  t r u l y  y o u r s ,  

/ s /  H u n t o n  & W i l l i a m s  
< /TEXT> 
</DOCUMENT> 

EXHIBIT 8 . 2  

[ H u n t o n  & W i l l i a m s  L e t t e r h e a d ]  

NU1 C o r p o r a t i o n  
550 R o u t e  202-206 
P. 0. Box 760 
B e d m i n s t e r ,  New Jersey 07921-0760 

V i r g i n i a  Gas Company 
200 E a s t  M a i n  S t r e e t  
A b i n g d o n ,  V i r g i n i a  2 4 2 1 0  
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M e r g e r  of V i r g i n i a  G a s  Company 
I n t o  VGC A c q u i s i t i o n ,  I n c .  

C e r t a i n  F e d e r a l  I n c o m e  Tax Matters 

L a d i e s  a n d  G e n t l e m e n :  
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W e  h a v e  acted as  c o u n s e l  t o  NU1 C o r p o r a t i o n ,  f o r m e r l y  n a m e d  N U 1  H o l d i n g  Company 
( " N U I " ) ,  a New Jersey c o r p o r a t i o n ,  i n  c o n n e c t i o n  w i t h  t h e  p r o p o s e d  m e r g e r  ( t h e  
" M e r g e r " )  o f  V i r g i n i a  G a s  C o m p a n y  ( " V i r g i n i a  G a s " ) ,  a D e l a w a r e  c o r p o r a t i o n ,  i n t o  
VGC A c q u i s i t i o n ,  I n c .  ( " M e r g e r  S u b s i d i a r y " ) ,  a D e l a w a r e  c o r p o r a t i o n  a n d  
w h o l l y - o w n e d  s u b s i d i a r y  o f  N U I ,  p u r s u a n t  t o  t h e  A g r e e m e n t  a n d  P l a n  o f  
R e o r g a n i z a t i o n  b y  a n d  among N U I ;  NU1 U t i l i t i e s ,  I n c . ,  a w h o l l y - o w n e d  s u b s i d i a r y  
of N U 1  f o r m e r l y  n a m e d  N U 1  C o r p o r a t i o n  ( " N U 1  U t i l i t i e s " ) ;  Merger S u b s i d i a r y ;  a n d  

( t h e  " A g r e e m e n t " )  - T h i s  o p i n i o n  l e t t e r  is d e l i v e r e d  t o  y o u  p u r s u a n t  t o s e c t i o n  
7 . l ( e )  of t h e  A g r e e m e n t .  

V i r g i n i a  G a s ,  dated as  o f  J u n e  13, 2000,  a n d  a m e n d e d  a s  o f  , 2000 

V i r g i n i a  G a s '  o n l y  c l a s s  o f  s t o c k  o u t s t a n d i n g  i s  common s t o c k .  V i r g i n i a  G a s  a l s o  
h a s  o u t s t a n d i n g  o p t i o n s  a n d  w a r r a n t s  t o  p u r c h a s e  i t 5  common s t o c k .  E a c h  
o u t s t a n d i n g  s h a r e  of V i r g i n i a  G a s  common s t o c k  ( o t h e r  t h a n  a n y  s h a r e s  h e l d  by 
N U I )  w i l l  be c o n v e r t e d  i n t o  N U 1  common s t o c k  h a v i n g  a m a r k e t  v a l u e  o f  $ 4 . 0 0 .  I f  
a V i r g i n i a  G a s  s h a r e h o l d e r  o t h e r w i s e  w o u l d  be e n t i t l e d  t o  r e c e i v e  a f r a c t i o n a l  
share o f  N U 1  common s t o c k  u p o n  t h e  e x c h a n g e  o f  s h a r e s  o f  V i r g i n i a  G a s  common 
s t o c k  i n  t h e  M e r g e r ,  N U 1  will pay c a s h  i n  l i e u  o f  t h e  f r a c t i o n a l  s h a r e .  V i r g i n i a  
G a s  s h a r e h o l d e r s  are n o t  e n t i t l e d  t o  exercise d i s s e n t e r ' s  rights w i t h  respect t o  
t h e  M e r g e r .  

N U 1  C o r p o r a t i o n  
V i r g i n i a  G a s  Company 

, 2 0 0 0  
P a g e  2 

At  t h e  e f f e c t i v e  t i m e  o f  t h e  Merger, e a c h  o u t s t a n d i n g  o p t i o n  t o  a c q u i r e  V i r g i n i a  
G a s  common s t o c k  h a v i n g  a $ 4 . 1 2 5  e x e r c i s e  p r ice  w i l l  be t e r m i n a t e d  a n d  c o n v e r t e d  
i n t o  t h e  r i g h t  t o  r e c e i v e  $1 i n  c a s h  f r o m  NUX; a l l  o t h e r  o p t i o n s  t o  a c q u i r e  
V i r g i n i a  G a s  common s t o c k  w i l l  be c a n c e l e d  w i t h o u t  a n y  p a y m e n t .  T h e  w a r r a n t s  t o  
a c q u i r e  V i r g i n i a  G a s  common s t o c k  w i l l  be c o n v e r t e d ,  i n  a c c o r d a n c e  w i t h  t h e i r  
t e r m s ,  i n t o  w a r r a n t s  t o  a c q u i r e  NU1 common s t o c k .  

On J u l y  1 2 ,  2000, V i r g i n i a  Gas i s s u e d  t o  N U 1  C a p i t a l  C a r p .  ( " C a p i t a l  C o r p . " ) ,  
t h e n  a w h o l l y - o w n e d  s u b s i d i a r y  of NU1 U t i l i t i e s ,  a r e v o l v i n g  c r e d i t  n o t e  w h e r e b y  
V i r g i n i a  G a s  b o r r o w e d  $5 m i l l i o n  f r o m  C a p i t a l  C o r p . ,  a t  a n  a n n u a l  i n t e r e s t  r a t e  
e q u a l  t o  LIBOR p l u s  3.0 p e r c e n t .  V i r g i n i a  G a s  u s e d  t h e  proceeds of  t h a t  $5 
m i l l i o n  l o a n  t o  p u r c h a s e  l a n d  a n d  o t h e r  a sse t s  n e c e s s a r y  f o r  t h e  c o n s t r u c t i o n  o f  
a g a s  p i p e l i n e  a n d  g a s  s t o r a g e  f a c i l i t i e s .  On September 11, 2000,  V i r g i n i a  Gas 
a n d  C a p i t a l  C o r p .  e n t e r e d  i n t o  a n  u n s e c u r e d ,  u n s u b o r d i n a t e d  $ 2 0  m i l l i o n  C r e d i t  
F a c i l i t y  ( t h e  " C r e d i t  F a c i l i t y " )  . A m o u n t s  o u t s t a n d i n g  u n d e r  t h e  C r e d i t  F a c i l i t y  
bear i n t e r e s t  a t  a n  a n n u a l  r a t e  e q u a l  t o  LIBOR p l u s  3 p e r c e n t .  I n t e r e s t  i s  
p a y a b l e  q u a r t e r l y ,  a n d  t h e  e n t i r e  o u t s t a n d i n g  p r i n c i p a l  a m o u n t  i s  payable on t h e  
f i r s t  t o  o c c u r  o f  ( i )  March 1, 2 0 0 2  or ( i i )  t h e  t e r m i n a t i o n  o f  t h e  A g r e e m e n t .  I n  
a d d i t i o n ,  i f  a n  e v e n t  o f  d e f a u l t  o c c u r s  u n d e r  t h e  C r e d i t  F a c i l i t y  ( i n c l u d i n g  t h e  
o c c u r r e n c e  of  c e r t a i n  e v e n t s  o f  d e f a u l t  u n d e r  V i r g i n i a  G a s '  o t h e r  s e n i o r  l o a n  
a g r e e m e n t s ) ,  C a p i t a l  C o r p .  may declare  a l l  o u t s t a n d i n g  p r i n c i p a l  a n d  a c c r u e d  
i n t e r e s t  i m m e d i a t e l y  d u e  a n d  payable .  V i r g i n i a  G a s  h a s  paid o f €  t h e  ear l ier  $5 
m i l l i o n  l o a n  f r o m  C a p i t a l  C o r p .  w i t h  f u n d s  b o r r o w e d  u n d e r  t h e  C r e d i t  F a c i l i t y .  
E x c e p t  for t h e  a m o u n t  b o r r o w e d  t o  pay t h e  $ 5  m i l l i o n  n o t e ,  a m o u n t s  b o r r o w e d  
u n d e r  t h e  C r e d i t  F a c i l i t y  m a y  be u s e d  o n l y  t o  b u y  c e r t a i n  r ea l  e s t a t e  l o c a t e d  i n  
S a l t v i l l e ,  V i r g i n i a ,  a n d  f o r  the o b l i g a t i o n s  o f  V i r g i n i a  G a s  related t o  c e r t a i n  
p i p e l i n e  a n d  g a s  s t o r a g e  c o n s t r u c t i o n  cos t s .  

I n  c o n n e c t i o n  w i t h  e n t e r i n g  i n t o  t h e  $5 m i l l i o n  l o a n  a n d  t h e  C r e d i t  F a c i l i t y ,  
V i r q i n i a  G a s  g r a n t e d  t o  C a p i t a l  C o r p .  o p t i o n s  t o  p u r c h a s e  a n  a g g r e g a t e  o f  
1 , 0 9 5 , 4 7 5  s h a r e s  o f  V i r g i n i a  G a s  common s t o c k .  T h o s e  o p t i o n s  a re  e x e r c i s a b l e  
o n l y  i f  a n  e v e n t  o f  d e f a u l t  o c c u r s  u n d e r  t h e  C r e d i t  F a c i l i t y  o r  i f  t h e  A g r e e m e n t  
i s  t e r m i n a t e d  u n d e r  c i r c u m s t a n c e s  i n  w h i c h  NU1 i s  n o t  e n t i t l e d  t o ,  o r  i s  
e n t i t l e d  t o  b u t  does n o t  r e c e i v e  p a y m e n t  o f ,  a t e r m i n a t i o n  fee .  T h e  o p t i o n s  w i l l  
t e r m i n a t e  u p o n  t h e  e a r l i e r  t o  o c c u r  o f  (1) t h e  e f f e c t i v e  t i m e  o f  t h e  Merger o r  
( i i )  i n  t h e  a b s e n c e  of a n y  d e f a u l t  u n d e r  t h e  C r e d i t  F a c i l i t y ,  t h e  t e r m i n a t i o n  of 
t h e  A g r e e m e n t  u n d e r  c i r c u m s t a n c e s  i n  w h i c h  N U 1  is e n t i t l e d  t o ,  a n d  a c t u a l l y  
r e c e i v e s ,  a t e r m i n a t i o n  f e e .  

You h a v e  r e q u e s t e d  our  o p i n i o n  c o n c e r n i n g  c e r t a i n  f e d e r a l  i n c o m e  t a x  
c o n s e q u e n c e s  o f  t h e  Merger. I n  g i v i n g  t h i s  o p i n i o n ,  w e  h a v e  r e v i e w e d  t h e  
A g r e e m e n t ,  t h e  Form S-4 R e g i s t r a t i o n  S t a t e m e n t  r e l a t i n g  t o  t h e  Merger f i l e d  
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u n d e r  t h e  S e c u r i t i e s  A c t  o f  1933 ( t h e  " S - 4 " ) ,  t h e  $ 5  m i l l i o n  a n d  $ 2 0  m i l l i o n  
n o t e s  b e t w e e n  V i r g i n i a  G a s  a n d  C a p i t a l  C o r p . ,  t h e  s t o c k  o p t i o n  a g r e e m e n t s  
b e t w e e n  V i r g i n i a  G a s  a n d  C a p i t a l  Corp., a n d  s u c h  o t h e r  d o c u m e n t s  a s  w e  h a v e  

NU1 C o r p o r a t i o n  
V i r g i n i a  G a s  Company 

P a g e  3 
, 2000  

c o n s i d e r e d  n e c e s s a r y .  I n  a d d i t i o n ,  we h a v e  b e e n  a d v i s e d  by a p p r o p r i a t e  o f f i c e r s  
o f  NU1 a n d  V i r g i n i a  G a s  a s  f o l l o w s :  

1. T h e  f a i r  m a r k e t  v a l u e  of t h e  NU1 common s t o c k  ( i n c l u d i n g  a n y  f r a c t i o n a l  s h a r e  
i n t e r e s t )  r e c e i v e d  by a V i r g i n i a  G a s  s h a r e h o l d e r  i n  e x c h a n g e  f o r  V i r g i n i a  G a s  
common s t o c k  w i l l  be a p p r o x i m a t e l y  e q u a l  t o  t h e  falr m a r k e t  v a l u e  o f  V i r g i n i a  
Gas common s t o c k  s u r r e n d e r e d  i n  t h e  Merger. 

2 .  None  o f  t h e  c o m p e n s a t i o n  r e c e i v e d  by a n y  s h a r e h o l d e r - e m p l o y e e  of V i r g i n i a  G a s  
i n  C o n n e c t i o n  w i t h  t h e  M e r g e r  w i l l  be separa te  c o n s i d e r a t i o n  f o r ,  o r  a l l o c a b l e  
t o ,  a n y  s h a r e s  o f  V i r g i n i a  G a s  common s t o c k ;  n o n e  of t h e  s h a r e s  of NU1 common 
s t o c k  r e c e i v e d  by a n y  s h a r e h o l d e r - e m p l o y e e  i n  t h e  Merger w i l l  be separate  
c o n s i d e r a t i o n  f o r ,  o r  a l l o c a b l e  t o ,  a n y  e m p l o y m e n t  a g r e e m e n t ;  a n d  t h e  
c o m p e n s a t i o n  p a i d  t o  a n y  s h a r e h o l d e r - e m p l o y e e  w i l l  be f o r  s e r v i c e s  a c t u a l l y  
r e n d e r e d  a n d  w i l l  be c o m m e n s u r a t e  w i t h  a m o u n t s  pa id  t o  t h i r d  p a r t i e s  b a r g a i n i n g  
a t  a r m ' s  l e n g t h  f o r  s i m i l a r  s e r v i c e s .  

3 .  T h e  p a y m e n t  of c a s h  i n  l i e u  of f r a c t i o n a l  s h a r e s  o f  NU1 common s t o c k  i s  
s o l e l y  f o r  t h e  p u r p o s e  o f  a v o i d i n g  t h e  e x p e n s e  a n d  i n c o n v e n i e n c e  t o  NU1 of  
i s s u i n g  f r a c t i o n a l  s h a r e s  a n d  does n o t  r e p r e s e n t  s e p a r a t e l y  b a r g a i n e d - f o r  
c o n s i d e r a t i o n .  

4. N o  s h a r e  of V i r g i n i a  G a s  common s t o c k  h a s  b e e n  o r  w i l l  be redeemed d i r e c t l y  
o r  i n d i r e c t l y  ( i n c l u d i n g ,  w i t h o u t  l i m i t a t i o n ,  t h r o u g h  a p a r t n e r s h i p )  by V i r g i n i a  
Gas or a c q u i r e d  d i r e c t l y  or i n d i r e c t l y  ( i n c l u d i n g ,  w i t h o u t  l i m i t a t i o n ,  t h r o u g h  a 
p a r t n e r s h i p )  by any  s u b s i d i a r y  of V i r g i n i a  G a s  i n  a n t i c i p a t i o n  o f  t h e  M e r g e r ,  
a n d  V i r g i n i a  G a s  h a s  n o t  made a n d  w i l l  n o t  m a k e  a n y  e x t r a o r d i n a r y  d i s t r i b u t i o n  
w i t h  respect t o  i t s  s t o c k  i n  a n t i c i p a t i o n  of t h e  M e r g e r .  

5. T h e r e  is no  p l a n  or i n t e n t i o n  f o r  NU1 or  a n y  s u b s i d i a r y  of NU1 t o  a c q u i r e  
d i r e c t l y  o r  i n d i r e c t l y  ( i n c l u d i n g ,  w i t h o u t  l i m i t a t i o n ,  t h r o u g h  a p a r t n e r s h i p )  
a n y  of t h e  NU1 common s t o c k  i s s u e d  i n  t h e  M e r g e r  o r  t o  m a k e  a n y  e x t r a o r d i n a r y  
d i s t r i b u t i o n  w i t h  respect t o  s u c h  s t o c k .  

6 .  N e i t h e r  NU1 n o r  a n y  s u b s i d i a r y  o f  NU1 ( a )  o w n s  a n y  s h a r e s  o f  V i r g i n i a  G a s  
common s t o c k  o r  (b) h a s  a c q u i r e d  or w i l l  a c q u i r e  d i r e c t l y  o r  l n d i r e c t l y  
( i n c l u d i n g ,  w i t h o u t  l i m i t a t i o n ,  t h r o u g h  a p a r t n e r s h i p )  a n y  s h a r e s  o f  V i r g i n i a  
G a s  common s t o c k  i n  a n t i c i p a t i o n  o f  t h e  Merger. 

7 .  N e i t h e r  N U 1  nor a n y  s u b s i d i a r y  o f  NU1 (a) h a s  t r a n s f e r r e d  or w i l l  t r a n s f e r  
c a s h  O K  o t h e r  p rope r ty  t o  V i r g i n i a  G a s  o r  a n y  s u b s i d i a r y  o f  V i r g i n i a  Gas i n  
a n t i c i p a t i o n  of t h e  M e r g e r  o r  ( b )  h a s  m a d e  o r  w i l l  make a n y  l o a n  t o  V i r g i n i a  G a s  
o r  any s u b s i d i a r y  o f  V i r g i n i a  G a s  i n  a n t i c i p a t i o n  o f  t h e  M e r g e r ,  e x c e p t  f o r  t h e  
l o a n s  m a d e  by C a p i t a l  C o r p .  t o  V i r g i n i a  G a s  a s  descr ibed a b o v e .  

NU1 C o r p o r a t i o n  
V i r g i n i a  Gas Company 
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8 .  Merger S u b s i d i a r y  w i l l  a c q u i r e  a t  least  90 p e r c e n t  o f  t h e  f a i r  m a r k e t  v a l u e  
o f  t h e  n e t  assets  a n d  a t  l eas t  7 0  percent of t h e  f a i r  m a r k e t  v a l u e  of  t h e  g r o s s  
asse ts  h e l d  by V l r g i n i a  G a s  immediately before the M e r g e r .  F o r  t h i s  p u r p o s e ,  
a m o u n t s  paid by V i r g i n i a  G a s  (or by M e r g e r  S u b s i d i a r y  a s  s u c c e s s o r  t o  V i r g i n i a  
G a s )  for e x p e n s e s  r e l a t e d  t o  t h e  M e r g e r  and a n y  r e d e m p t i o n s  a n d  d i s t r i b u t i o n s  
( e x c e p t  f o r  r e g u l a r ,  n o r m a l  d i v i d e n d s )  m a d e  by V i r g l n i a  G a s  i n  c o n n e c t i o n  w i t h  
t h e  Merger a r e  t r e a t e d  a s  a s se t s  h e l d  by V i r g i n i a  G a s  i m m e d i a t e l y  b e f o r e  t h e  
Merger. 

9 .  A t  t h e  e f f e c t i v e  t i m e  of t h e  M e r g e r ,  t h e  f a i r  m a r k e t  v a l u e  o f  V i r g i n i a  G a s '  
assets w i l l  exceed t h e  s u m  of V i r g i n i a  G a s '  l i a b i l i t i e s  p l u s  t h e  a m o u n t  o f  
l i a b i l i t i e s ,  i f  a n y ,  t o  w h i c h  i t s  asse ts  are s u b j e c t .  
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10. F o l l o w i n g  t h e  M e r g e r ,  Merger S u b s i d i a r y  w i l l  c o n t i n u e  t h e  h i s t o r i c  b u s i n e s s  
of  V i r g i n i a  G a s  or u s e  a s i g n i f i c a n t  p o r t i o n  of  V i r g i n i a  G a s '  h i s t o r i c  b u s i n e s s  
a sse ts  i n  a b u s i n e s s .  

11. T h e  l i a b i l i t i e s  o f  V i r g i n i a  G a s  t h a t  w i l l  be a s s u m e d  by Merger S u b s i d i a r y  
a n d  t h e  l i a b i l i t i e s ,  i f  a n y ,  t o  w h i c h  t h e  a s s e t s  o f  V i r g i n i a  G a s  a r e  sub jec t  
w e r e  i n c u r r e d  by V i r g i n i a  G a s  i n  t h e  o r d i n a r y  c o u r s e  o f  b u s i n e s s ,  excep t  f o r  t h e  
l i a b i l i t i e s  o f  V i r q i n i a  G a s  u n d e r  t h e  C r e d i t  F a c i l i t y .  

1 2 .  T h e r e  i s  n o  i n d e b t e d n e s s  e x i s t i n g  b e t w e e n  ( a )  V i r g i n i a  G a s  or  a n y  s u b s i d i a r y  
of  V i r g i n i a  G a s  a n d  ( b )  N U I ,  Merger S u b s i d l a r y  o r  a n y  o t h e r  s u b s i d i a r y  of N U I ,  
except  for i n d e b t e d n e s s  u n d e r  t h e  C r e d i t  F a c i l i t y .  

13. V i r g i n i a  G a s ,  C a p i t a l  C o r p . ,  M e r g e r  S u b s i d i a r y ,  a n d  N U 1  i n t e n d  for t h e  $ 5  
m i l l i o n  r e v o l v i n g  c r ed i t  l o a n  a n d  t h e  l o a n ( s )  t o  V i r g i n i a  G a s  u n d e r  t h e  C r e d i t  
F a c i l i t y  t o  c o n s t i t u t e  deb t ,  a n d  e a c h  o f  t h o s e  p a r t i e s  h a s  t rea ted  a n d  w i l l  
t r ea t  a l l  s u c h  l o a n s  a s  d e b t ,  f o r  federal  i n c o m e  t a x  a n d  f i n a n c i a l  a c c o u n t i n g  
p u r p o s e s .  

1 4 .  V i r g i n i a  G a s ,  C a p i t a l  C o r p . ,  a n d  N U 1  e x p e c t e d ,  w h e n  V i r g i n i a  G a s  a n d  C a p i t a l  
C o r p .  e n t e r e d  i n t o  t h e  C r e d i t  F a c i l i t y ,  a n d  c u r r e n t l y  e x p e c t  t h a t  V i r g i n i a  G a s  
( o r  Merger S u b s i d i a r y )  w i l l  be a b l e  t o  repay t h a t  d e b t  from its own f u n d s  ( o r  
f r o m  f u n d s  o b t a i n e d  f r o m  a n  u n r e l a t e d  l e n d e r )  o n  t h e  s t a t e d  m a t u r i t y  d a t e  of 
M a r c h  1, 2 0 0 2 .  

15.  B e f o r e  t h e  e f f e c t i v e  t i m e  o f  t h e  M e r g e r ,  C a p i t a l  C o r p .  w i l l  d i s t r i b u t e  t o  
NU1 ( o r ,  i f  C a p i t a l  Corp .  i s  s t i l l  o w n e d  by NU1 U t i l i t i e s ,  w i l l  d i s t r i b u t e  t o  
N U 1  U t i l i t i e s ,  w h i c h  w i l l  d i s t r i b u t e  t o  N U 1 1  a s  a d i v i d e n d  a l l  of  C a p i t a l  
C o r p . ' s  i n t e r e s t  i n  t h e  C r e d i t  F a c i l i t y  a n d  r e l a t e d  n o t e .  NU1 w i l l  h o l d  t h e  n o t e  
w i t h  n o  p l a n  or i n t e n t i o n  t o  t r a n s f e r  i t  (or  a n y  i n t e r e s t  i n  o r  u n d e r  t h e  C r e d i t  
F a c i l i t y )  t o  a n y  o t h e r  p e r s o n .  

16 .  N U 1  ( o r  NU1 U t i l i t i e s )  h a s  pa id  o r  will pay t h e  e x p e n s e s  o f  N U 1  a n d  M e r g e r  
S u b s i d i a r y  i n c u r r e d  i n  c o n n e c t i o n  w i t h  t h e  Merger, a n d  V i r g i n i a  G a s  h a s  p a i d  o r  
w i l l  pay i t s  e x p e n s e s  

N U 1  C o r p o r a t i o n  
V i r g i n i a  G a s  Company 

P a g e  5 
, 2000 

I n c u r r e d  i n  c o n n e c t i o n  w i t h  t h e  M e r g e r ,  e x c e p t  t h a t  (a) e x p e n s e s  i n c u r r e d  i n  
c o n n e c t i o n  w i t h  p r i n t i n g  a n d  m a i l i n g  t h e  J o i n t  P r o x y  S t a t e m e n t / P r o s p e c t u s ,  
e x p e n s e s  i n c u r r e d  i n  p r i n t i n g  a n d  f i l i n g  t h e  5-4, a n d  H S R  f i l i n g  fees w i l l  be 
s h a r e d  e q u a l l y  by NU1 ( o r  N U 1  U t i l i t i e s )  a n d  V i r g i n i a  G a s  a n d  ( b )  M e r g e r  
S u b s i d i a r y  may a s s u m e  a n d  pay a n y  u n p a i d  e x p e n s e s  of V i r g i n i a  G a s  t h a t  atle 
s o l e l y  a n d  d i r e c t l y  r e l a t e d  t o  t h e  Merger. V i r g i n i a  G a s  s h a r e h o l d e r s  w i l l  pay 
t h e i r  e x p e n s e s ,  ~f a n y ,  i n c u r r e d  i n  c o n n e c t i o n  w i t h  t h e  Merger. 

1 7 .  N U 1  o w n s ,  a n d  i m m e d i a t e l y  before a n d  a f t e r  t h e  Merger w i l l  o w n ,  a l l  t h e  
o u t s t a n d i n g  s t o c k  of  M e r g e r  S u b s i d i a r y .  T h e r e  i s  n o  p l a n  o r  i n t e n t i o n  f o r  M e r g e r  
S u b s i d i a r y  t o  i s s u e  a d d i t i o n a l  s h a r e s  o f  i t s  s t o c k  t h a t  w o u l d  r e s u l t  i n  NUI's 
o w n i n g  less t h a n  80 p e r c e n t  o f  t h e  t o t a l  c o m b i n e d  v o t i n g  p o w e r  of a l l  classes o f  
M e r g e r  S u b s i d i a r y ' s  v o t i n g  s t o c k  o r  less t h a n  80 p e r c e n t  o f  e a c h  class of M e r g e r  
S u b s i d i a r y ' s  n o n v o t i n g  s t o c k .  

18.  T h e r e  i s  n o  p l a n  o r  i n t e n t i o n  ( a )  t o  l i q u i d a t e  Merger S u b s i d i a r y ,  ( b )  t o  
m e r g e  M e r g e r  S u b s i d i a r y  i n t o  a n o t h e r  e n t i t y ,  ( c )  f o r  NU1 t o  s e l l  o r  o t h e r w i s e  
d i spose  of  a n y  s t o c k  o f  Merger S u b s i d i a r y ,  o r  ( d )  f o r  M e r g e r  S u b s i d i a r y  t o  sel l  
or o t h e r w i s e  d i s p o s e  of a n y  o f  i t s  asse ts ,  e x c e p t  f o r  d i s p o s i t i o n s  m a d e  by 
Merger S u b s i d i a r y  i n  t h e  o r d l n a r y  c o u r s e  of b u s i n e s s .  

19 .  For e a c h  o f  N U I ,  V i r g i n i a  G a s ,  a n d  M e r g e r  S u b s i d i a r y ,  less t h a n  50 p e r c e n t  
o f  t h e  f a i r  m a r k e t  v a l u e  o f  i t s  a d j u s t e d  t o t a l  assets c o n s i s t s  o f  s t o c k  a n d  
s e c u r i t i e s .  For p u r p o s e s  of  t h e  p r e c e d i n g  s e n t e n c e ,  ( a )  a c o r p o r a t i o n ' s  a d j u s t e d  
t o t a l  asse ts  e x c l u d e  c a s h ,  c a s h  i t e m s  ( I n c l u d i n g  a c c o u n t s  r e c e i v a b l e  a n d  c a s h  
e q u i v a l e n t s ) ,  a n d  U n i t e d  S t a t e s  g o v e r n m e n t  s e c u r i t i e s  a n d  ( b )  a c o r p o r a t i o n ' s  
a d j u s t e d  t o t a l  a s s e t s  e x c l u d e  s t o c k  a n d  s e c u r i t i e s  i s s u e d  by a n y  s u b s i d i a r y  a t  
l e a s t  50 p e r c e n t  o f  t h e  v o t i n g  p o w e r  or 50 p e r c e n t  o f  t h e  t o t a l  f a i r  m a r k e t  
v a l u e  of t h e  s t o c k  of w h i c h  i s  o w n e d  by t h e  c o r p o r a t i o n ,  b u t  t h e  c o r p o r a t i o n  i s  
treated as o w n i n g  d i r ec t ly  a r a t a b l e  s h a r e  (based o n  t h e  p e r c e n t a g e  o f  t h e  f a i r  
m a r k e t  v a l u e  of t h e  s u b s i d i a r y ' s  s t o c k  o w n e d  by t h e  c o r p o r a t i o n )  o f  t h e  asse ts  
o w n e d  by a n y  s u c h  s u b s i d i a r y .  

2 0 .  No V i r g i n i a  G a s  s h a r e h o l d e r  is a f o r e i g n  person f o r  U n i t e d  S t a t e s  i n c o m e  t a x  
p u r p o s e s .  
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2 1 .  N o  shares o f  V i r g i n i a  G a s  common s t o c k ,  i f  a n y ,  t h a t  w e r e  a c q u i r e d  i n  
c o n n e c t i o n  w i t h  t h e  p e r f o r m a n c e  of s e r v i c e s  are s u b l e c t  t o  a s u b s t a n t i a l  r i s k  of 
f o r f e i t u r e  w i t h i n  t h e  m e a n i n g  of s e c t i o n  8 3 ( c )  o f  t h e  I n t e r n a l  R e v e n u e  C o d e  o f  
1 9 8 6 ,  a s  a m e n d e d  ( t h e  " C o d e " ) .  

2 2 .  No o u t s t a n d i n g  V i r g i n i a  G a s  common s t o c k  a c q u i r e d  i n  c o n n e c t i o n  w i t h  t h e  
p e r f o r m a n c e  of s e r v i c e s  w a s  o r  w i l l  h a v e  b e e n  a c q u i r e d  w i t h i n  s i x  m o n t h s  b e f o r e  
t h e  e f f e c t i v e  t i m e  o f  t h e  M e r g e r  by a n y  person s u b j e c t  t o  s e c t i o n  16(b) o f  t h e  
S e c u r i t i e s  E x c h a n g e  A c t  o f  1 9 3 4  o t h e r  t h a n  p u r s u a n t  t o  a n  award ( a )  g r a n t e d  i n  a 
t r a n s a c t i o n  t h a t  s a t i s f i e s  t h e  r e q u i r e m e n t s  u n d e r  S.E.C. R u l e  16b-3 or ( b )  
g r a n t e d  more t h a n  s i x  m o n t h s  b e f o r e  t h e  e f f e c t i v e  t i m e  of t h e  Merger. 

NU1 C o r p o r a t i o n  
V i r g i n i a  G a s  Company 
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2 3 .  S i n c e  A p r i l  1 6 ,  1 9 9 7 ,  V i r g i n i a  G a s  h a s  n o t  d i s t r i b u t e d  t o  i t s  s h a r e h o l d e r s  
o r  s e c u r i t y  h o l d e r s  s t o c k  o r  s e c u r i t i e s  o f  a c o n t r o l l e d  c o r p o r a t i o n  i n  a 
t r a n s a c t i o n  t o  w h i c h  s e c t i o n  3 5 5 ( a )  of t h e  C o d e  a p p l i e s .  

2 4 .  V i r g i n i a  G a s  h a s  n o t  f i l e d ,  a n d  h o l d s  n o  asse t  s u b j e c t  t o ,  a c o n s e n t  
p u r s u a n t  t o  s e c t i o n  341(f) of t h e  C o d e  a n d  r e g u l a t i o n s  t h e r e u n d e r .  

2 5 .  V i r g i n i a  G a s  1 s  n o t  a p a r t y  t o ,  a n d  h o l d s  n o  asse t  s u b j e c t  t o ,  a "safe 
h a r b o r  l ease"  u n d e r  s e c t i o n  1 6 8 ( f )  ( 8 )  of t h e  I n t e r n a l  R e v e n u e  Code o f  1 9 5 4 ,  
b e f o r e  a m e n d m e n t  by t h e  T a x  R e f o r m  A c t  o f  1984,  a n d  r e g u l a t i o n s  t h e r e u n d e r .  

W e  a s s u m e  t h a t  ( a )  t h e  p r e c e d i n g  e n u m e r a t e d  s t a t e m e n t s  are a n d  w i l l  r e m a i n  
a c c u r a t e ,  ( b )  t h e  M e r g e r  w i l l  be c o n s u m m a t e d  i n  a c c o r d a n c e  w i t h  t h e  A g r e e m e n t ,  
( c )  b o t h  t h e  $5 m i l l i o n  r e v o l v i n g  c r e d i t  l o a n  a n d  t h e  l o a n ( s )  u n d e r  t h e  C r e d i t  
F a c i l i t y  f r o m  C a p i t a l  C o r p .  t o  V i r g i n i a  G a s  c o n s t i t u t e  debt f o r  f e d e r a l  i n c o m e  
t a x  p u r p o s e s ,  and  ( d )  n o n e  o f  t h e  o p t i o n s  g r a n t e d  t o  C a p i t a l  C o r p .  t o  a c q u i r e  
V i r g i n i a  G a s  common s t o c k  h a s  b e e n  o r  w i l l  be e x e r c i s e d .  

On t h e  b a s i s  o f  t h e  f o r e g o i n g ,  we are of t h e  o p i n i o n  t h a t  ( u n d e r  e x i s t i n g  l a w )  
for f e d e r a l  i n c o m e  t a x  p u r p o s e s :  

1. T h e  M e r g e r  w i l l  be a r e o r g a n i z a t i o n  w i t h i n  t h e  m e a n i n g  o f  s e c t i o n  3 6 B ( a )  o f  
t h e  Code, and N U I ,  M e r g e r  S u b s i d i a r y ,  a n d  V i r g i n i a  G a s  e a c h  w i l l  be a "pa r ty  t o  
a r e o r g a n i z a t i o n ' '  w i t h i n  t h e  m e a n i n g  o f  s e c t i o n  368(b) o f  t h e  C o d e .  

2 .  N e i t h e r  N U 1  n o r  M e r g e r  S u b s i d i a r y  w i l l  r e c o g n i z e  g a i n  o r  l o s s  o n  t h e  
a c q u i s i t i o n  by M e r g e r  S u b s i d i a r y  o f  V i r g i n i a  Gas' assets i n  e x c h a n g e  for N U 1  
common s t o c k  a n d  t h e  a s s u m p t i o n  of V i r g i n i a  G a s '  l i a b i l i t i e s .  

3 .  V i r g i n i a  G a s  w i l l  n o t  r e c o g n i z e  g a i n  o r  loss ( a )  o n  t h e  t r a n s f e r  o f  i t s  
assets t o  M e r g e r  S u b s i d i a r y  i n  e x c h a n g e  f o r  N U 1  common s t o c k  a n d  t h e  a s s u m p t i o n  
of V i r g i n i a  G a s '  l i a b i l i t i e s  o r  (b) o n  t h e  c o n s t r u c t i v e  d i s t r i b u t i o n  of NU1 
common s t o c k  t o  V i r g i n i a  G a s  s h a r e h o l d e r s .  

4. A V i r g i n i a  G a s  s h a r e h o l d e r  w i l l  n o t  r e c o g n i z e  g a i n  or loss o n  t h e  e x c h a n g e  o f  
s h a r e s  o f  V i r g i n i a  Gas common s t o c k  s o l e l y  for s h a r e s  o f  N U 1  common s t o c k  
( i n c l u d i n g  a n y  f r a c t i o n a l  s h a r e  ~ n t e r e s t )  i n  t h e  Merger. 

5 .  T h e  a g g r e g a t e  b a s i s  of s h a r e s  of N U 1  common s t o c k  ( i n c l u d i n g  a n y  f r a c t i o n a l  
s h a r e  i n t e r e s t )  r e c e i v e d  i n  t h e  M e r g e r  by a V i r g i n i a  G a s  s h a r e h o l d e r  w i l l  be t h e  
same a s  t h e  a g g r e g a t e  b a s i s  o f  t h e  s h a r e s  o f  V i r g i n i a  G a s  common s t o c k  e x c h a n g e d  
t h e r e f o r .  

N U 1  C o r p o r a t i o n  
V i  rgi n i  a Gas Company 

2000 
P a g e  7 

6 .  T h e  h o l d i n g  p e r i o d  f o r  s h a r e s  of NU1 common s t o c k  ( i n c l u d i n g  a n y  f r a c t i o n a l  
s h a r e  i n t e r e s t )  r e c e i v e d  i n  t h e  Merger by a V i r g i n i a  G a s  s h a r e h o l d e r  w i l l  
i n c l u d e  t h e  h o l d i n g  p e r i o d  f o r  t h e  s h a r e s  o f  V i r g i n i a  G a s  common s t o c k  e x c h a n g e d  
t h e r e f o r ,  i f  s u c h  s h a r e s  o f  V i r g i n i a  G a s  common s t o c k  are h e l d  a s  c a p i t a l  asse ts  
a t  t h e  e f f e c t i v e  t i m e  of t h e  M e r g e r .  

7 .  C a s h  r e c e i v e d  by a V i r g i n i a  Gas shareholder i n  l i e u  of a f r a c t i o n a l  s h a r e  o f  
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N U 1  common s t o c k  w i l l  be t r e a t e d  a s  h a v i n g  b e e n  received as f u l l  p a y m e n t  i n  
e x c h a n g e  f o r  s u c h  f r a c t i o n a l  s h a r e  p u r s u a n t  t o  s e c t i o n  3 0 2 ( a )  of  t h e  C o d e .  
A c c o r d i n g l y ,  a V i r g i n i a  G a s  s h a r e h o l d e r  who r e c e i v e s  c a s h  i n  l i e u  of a 
f r a c t i o n a l  s h a r e  will r e c o g n i z e  g a i n  o r  loss e q u a l  t o  t h e  d i f f e r e n c e  b e t w e e n  t h e  
a m o u n t  o f  c a s h  r e c e i v e d  a n d  t h e  s h a r e h o l d e r ’ s  b a s i s  i n  t h e  f r a c t i o n a l  s h a r e  
i n t e r e s t .  

W e  a r e  a l s o  of t h e  o p i n i o n  t h a t  t h e  m a t e r i a l  f e d e r a l  i n c o m e  t a x  c o n s e q u e n c e s  o f  
t h e  M e r g e r  t o  V i r g i n i a  G a s  s h a r e h o l d e r s  a r e  f a i r l y  s u m m a r i z e d  i n  t h e  S-4 u n d e r  
the h e a d i n g s  “Summary  of P r o x y  S t a t e m e n t  P r o s p e c t u s - - M a t e r i a l  F e d e r a l  I n c o m e  T a x  
C o n s e q u e n c e s “  a n d  “ P r o p o s a l  No. 1: T h e  M e r g e r - - M a t e r i a l  F e d e r a l  I n c o m e  T a x  
C o n s e q u e n c e s ” .  

E x c e p t  a s  s e t  f o r t h  a b o v e ,  we  e x p r e s s  n o  o p i n i o n  r e g a r d i n g  a n y  t a x  c o n s e q u e n c e s  
of t h e  Merger .  T h i s  o p i n i o n  may n o t  be d i s t r i b u t e d ,  q u o t e d  i n  w h o l e  o r  i n  p a r t  
o r  o t h e r w i s e  r e p r o d u c e d  i n  a n y  d o c u m e n t ,  or f i l e d  w i t h  a n y  g o v e r n m e n t a l  a g e n c y  
w i t h o u t  o u r  p r i o r  w r i t t e n  c o n s e n t .  W e  c o n s e n t  t o  t h e  u s e  of  t h i s  o p i n i o n  as  a n  
e x h i b i t  t o  t h e  5-4 a n d  t o  t h e  r e f e r e n c e s  t o  t h i s  f i r m  i n  t h e  5 - 4  u n d e r  t h e  
a f o r e m e n t i o n e d  h e a d i n g s .  I n  g i v i n g  t h i s  c o n s e n t ,  we do n o t  admi t  t h a t  we are  
w i t h i n  t h e  c a t e g o r y  of p e r s o n s  w h o s e  c o n s e n t  is  r e q u i r e d  by s e c t i o n  7 o f  t h e  
S e c u r i t i e s  Act of  1 9 3 3  or  t h e  r u l e s  a n d  r e g u l a t i o n s  p r o m u l g a t e d  t h e r e u n d e r  by 
t h e  S e c u r i t i e s  a n d  E x c h a n g e  C o m m i s s i o n .  

Very truly y o u r s ,  
</TEXT> 
</DOCUMENT> 

EXHIBIT 2 3 . 3  

C o n s e n t  of I n d e p e n d e n t  P u b l i c  A c c o u n t a n t s  

As i n d e p e n d e n t  p u b l i c  a c c o u n t a n t s ,  we h e r e b y  c o n s e n t  t o  t h e  i n c o r p o r a t i o n  by 
r e f e r e n c e  i n  t h i s  R e g i s t r a t i o n  S t a t e m e n t  on F o r m  5-4 of  o u r  r epor t  i n c l u d e d  i n  
t h e  A n n u a l  R e p o r t  o n  F o r m  10-K of N U 1  C o r p o r a t i o n  f o r  t h e  f i s c a l  year e n d e d  
S e p t e m b e r  30, 1 9 9 9  a n d  t o  a l l  r e f e r e n c e s  t o  o u r  f i r m  i n  t h i s  R e g i s t r a t i o n  
S t a t e m e n t .  

ARTHUR ANDERSEN LLP 

N e w  Y o r k ,  N e w  York 

S e p t e m b e r  4 , 2000 
</TEXT> 
</DOCUMENT> 

E X H I B I T  23 .4  

C o n s e n t  of I n d e p e n d e n t  P u b l i c  A c c o u n t a n t s  

A s  i n d e p e n d e n t  p u b l i c  a c c o u n t a n t s ,  we  h e r e b y  c o n s e n t  t o  t h e  i n c o r p o r a t i o n  by 
r e f e r e n c e  i n  t h i s  R e g i s t r a t i o n  S t a t e m e n t  o n  F o r m  5-4 of  o u r  repor t  i n c l u d e d  i n  
t h e  A n n u a l  Report  o n  F o r m  10-KSB o f  V i r g i n i a  G a s  Company for t h e  fiscal year 
e n d e d  D e c e m b e r  31, 1999 (as  a m e n d e d  o n  May 1, 2000) a n d  t o  a l l  r e f e r e n c e s  t o  
o u r  f i r m  i n  t h i s  R e g i s t r a t i o n  S t a t e m e n t .  

ARTHUR ANDERSEN LLP 

R i c h m o n d ,  V i r g i n i a  

S e p t e m b e r  2 ,  2000 
</TEXT> 
</DOCUMENT> 

EXHIBIT 99.1 
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VIRGINIA GAS COMPANY 
PROXY SOLICITED ON BEHALF OF THE BOARD OF DIRECTORS FOR 

ANNUAL MEETING OF STOCKHOLDERS TO BE HELD NOVEMBER 8, 2000 

The undersigned, having received the Annual Report to Stockholders and the 
accompanying Notice of Annual Meeting of Stockholders and Proxy 
Statement/Prospectus dated October 5, 2000, hereby appoints Michael L. Edwards 
and Karen K. Edwards as proxies, with f u l l  power of substitution, to vote a l l  
shares of stock of t h e  Company held by the undersigned on September 29, 2000, 
which are entitled to be voted at the Annual Meeting of Stockholders to be held 
at Abingdon's Martha Washington Inn, 150 West Main Street, Abingdon, Virginia 
24210 on November 8, 2000, at 1O:OO a.m. and any adjournments thereof, on all 
matters coming before said meeting as shown below on this card. 

Please  mark your votes as in this example using dark i n k  only. [XI 

Item No. 1: To approve and adopt the Agreement and Plan of Reorganization, 
dated a s  of June 13, 2000, among Virginia Gas Company, NU1 Corporation 
and a wholly-owned subsidiary of NU1 Corporation, providing for the 
merger as described in the Proxy Statement/Prospectus. 

Item No. 2: To elect two members to the Board of Directors for terms ending 
upon the effective time of the merger or, if the merger agreement is 
n o t  approved and adopted, until the annual meeting of stockholders in 
2003. 

[ - ]  FOR the nominees listed below [-3 WITHHOLD vote for the nominees listed 

(except as marked to the contrary below) 
below 

Everette G. Allen, Jr., G. Lee Crenshaw, I1 

(INSTRUCTION: To withhold authority to vote for a n y  individual nominee, 
print that nominee's name below.) 

Item No. 3: In their discretion, to vote on any other business which may 
properly come before the meeting. 

The shares represented by this proxy will be voted as specified. If no 
choice is specified, such shares will be voted "FOR" Proposals 1 and 2. Place 
an X here if you plan to attend the meeting. [-I  

DATE : , 2000 

SIGNATURE: 

Note: Please mark, date and sign 
as YOUK name appears above and 
promptly return in the prepaid 
return envelope provided. When 
signing as attorney, 
administrator, executor, 
guardian o r  trustee, please give 
full title as such. 

</TEXT> 
</DOCUMENT> 

EXHIBIT 99.2 

LETTER OF TRANSMITTAL 

To Accompany Certificates Formerly Representing Shares of 
Common Stock of 

Virginia Gas Company 
Being Exchanged for 
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s h a r e h o l d e r s  o f  V i r g i n i a  G a s  o n  or a b o u t  O c t o b e r  6 ,  2000 ( t h e  " P r o x y  
S t a t e m e n t " ) .  T h e  P r o x y  S t a t e m e n t ,  i n c l u d i n g  t h e  R e o r g a n i z a t i o n  A g r e e m e n t ,  i s  
i n c o r p o r a t e d  h e r e i n  by r e f e r e n c e .  

T h e  u n d e r s i g n e d  h e r e b y  r e p r e s e n t s  a n d  w a r r a n t s  t h a t  t h e  u n d e r s i g n e d  w a s  t h e  
regis tered h o l d e r  o f  t h e  V i r g i n i a  G a s  S h a r e s  o n  , 2000 ( t h e  e f f e c t i v e  
d a t e  o f  t h e  m e r g e r  b e t w e e n  V i r g i n i a  G a s  a n d  VGC c o n t e m p l a t e d  by t h e  
R e o r g a n i z a t i o n  A g r e e m e n t ) ,  w i t h  g o o d  t i t l e  to t h e  a b o v e - d e s c r i b e d  V i r g i n i a  Gas 
S h a r e s  a n d  f u l l  power a n d  a u t h o r i t y  t o  s e l l ,  a s s i g n  a n d  t r a n s f e r  t h e  V i r g i n i a  
Gas S h a r e s  represented by t h e  e n c l o s e d  C e r t i f i c a t e ( s ) ,  f r e e  a n d  c l ea r  o f  a l l  
l i e n s ,  c l a i m s  a n d  e n c u m b r a n c e s ,  a n d  n o t  s u b l e c t  t o  a n y  a d v e r s e  c l a i m s .  T h e  
u n d e r s i g n e d  w i l l ,  u p o n  r e q u e s t ,  e x e c u t e  a n y  a d d i t i o n a l  d o c u m e n t s  n e c e s s a r y  or 
d e s i r a b l e  t o  c o m p l e t e  t h e  s u r r e n d e r  a n d  e x c h a n g e  of  s u c h  s e c u r i t i e s .  T h e  
u n d e r s i g n e d  h e r e b y  i r r e v o c a b l y  a p p o i n t s  t h e  E x c h a n g e  A g e n t ,  a s  a g e n t  o f  t h e  
u n d e r s i g n e d ,  t o  e f f e c t  t h e  e x c h a n g e .  A l l  a u t h o r i t y  c o n f e r r e d  o r  a g r e e d  t o  be 
c o n f e r r e d  i n  t h i s  L e t t e r  o f  T r a n s m i t t a l .  s h a l l  be b i n d i n g  u p o n  t h e  s u c c e s s o r s ,  
a s s i g n s ,  h e i r s ,  e x e c u t o r s ,  a d m i n i s t r a t o r s  and  l e g a l  r e p r e s e n t a t i v e s  of t h e  
u n d e r s i g n e d  a n d  s h a l l  n o t  be a f f e c t e d  by, a n d  s h a l l  s u r v i v e ,  t h e  d e a t h  or 
i n c a p a c i t y  o f  t h e  u n d e r s i g n e d .  

I t  is u n d e r s t o o d  t h a t  t h e  u n d e r s i g n e d  w i l l  n o t  r e c e i v e  t h e  N U 1  S h a r e s ,  o r  
a n y  f r a c t i o n a l  s h a r e  c h e c k ,  u n t i l  C e r t i f i c a t e s  r e p r e s e n t i n g  ALL o f  t h e  
V i r g i n i a  G a s  S h a r e s  o w n e d  b y  t h e  u n d e r s i g n e d  a r e  r e c e i v e d  by t h e  E x c h a n g e  A g e n t  
a t  t h e  a d d r e s s  set f o r t h  a b o v e ,  t o g e t h e r  w i t h  s u c h  d o c u m e n t s  a s  t h e  E x c h a n g e  
A g e n t  may r e q u i r e ,  a n d  u n t i l  t h e  s a m e  a re  p r o c e s s e d  f o r  e x c h a n g e  by t h e  E x c h a n g e  
A g e n t .  I t  is  f u r t h e r  u n d e r s t o o d  t h a t  n o  i n t e r e s t  w i l l  a c c r u e  o r  be pa id  o n  t h e  
N U 1  S h a r e s ,  f r a c t i o n a l  s h a r e  c h e c k  o r  d i v i d e n d s .  

U n l e s s  o t h e r w i s e  i n d i c a t e d  b e l o w  u n d e r  S p e c i a l  I s s u a n c e  I n s t r u c t i o n s ,  i n  
e x c h a n g e  f o r  t h e  e n c l o s e d  C e r t i f i c a t e s ,  t h e  u n d e r s i g n e d  r e q u e s t s  t h a t  t h e  
c e r t i f i c a t e s  r e p r e s e n t i n g  t h e  N U 1  S h a r e s  a n d  a n y  f r a c t i o n a l  s h a r e  c h e c k  be 
i s s u e d  t o  t h e  u n d e r s i g n e d .  S i m i l a r l y ,  u n l e s s  o t h e r w i s e  i n d i c a t e d  u n d e r  S p e c i a l  
D e l i v e r y  I n s t r u c t i o n s ,  p lease m a i l  s u c h  c e r t i f i ca t e s  a n d  d e l i v e r  s u c h  
f r a c t i o n a l  s h a r e  c h e c k  t o  t h e  U n d e r s i g n e d  a t  t h e  address  s h o w n  a b o v e .  
A p p r o p r i a t e  s i g n a t u r e  g u a r a n t e e s  h a v e  b e e n  i n c l u d e d  w i t h  respect t o  V i r g i n i a  G a s  
S h a r e s  f o r  w h i c h  S p e c i a l  I s s u a n c e  I n s t r u c t i o n s  a n d / o r  Special. D e l i v e r y  
I n s t r u c t i o n s  h a v e  b e e n  g i v e n .  

To be completed ONLY i f  the certlficate(s) €or the NU1 
Shares and any fractional share check a r e  to be issued in 
the name of someone o t h e r  than the registered owner 
appearing on the above label. 

Issue and mail the certificate(s) and check to: 

To be completed ONLY if the certificate(s) for the NU1 
Shares and any fractional share check are t o  be sent t o  an 
address o t h e r  than t h a t  shown on the above label. 

Mail the certificate(s1 and check to: 

2 
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* A t t a c h  S c h e d u l e  i f  n e e d e d .  

T h i s  L e t t e r  o f  T r a n s m i t t a l  s h o u l d  be p r o m p t l y  ('I) c o m p l e t e d  a n d  s i g n e d  i n  
t h e  space p r o v i d e d  o n  p a g e  3 h e r e o f  a n d  i n  t h e  space p r o v i d e d  o n  t h e  S u b s t i t u t e  
F o r m  W-9 on p a g e  7 h e r e o f  a n d  ( 2 )  m a i l e d  or d e l i v e r e d  w i t h  y o u r  c e r t i f i c a t e ( s 1  
r e p r e s e n t i n g  s h a r e s  of V i r g i n i a  G a s  C o m p a n y  t o  A m e r i c a n  S t o c k  T r a n s f e r  & T r u s t  
Company a c t i n g  a s  E x c h a n g e  A g e n t  ( t h e  " E x c h a n g e  A g e n t " )  a t  t h e  f o l l o w i n g  
a d d r e s s .  

I F  SENDING VIA U . S .  MAIL: 

A m e r i c a n  Stock T r a n s f e r  & T r u s t  Company 
--_-------_----_-------- 

I F  SENDING VIA FEDERAL EXPRESS OR OVERNIGHT DELIVERY: 

A m e r i c a n  S t o c k  T r a n s f e r  6 T r u s t  Company 
-____----------------------------------------------- 

I f  a n y  or a l l  o f  y o u r  c e r t i f i c a t e s  are l o s t ,  s t o l e n  o r  destroyed,  y o u  s h o u l d  
n o t i f y  t h e  E x c h a n g e  A g e n t  for t h e  p r o c e d u r e  t o  be f o l l o w e d  to s u r r e n d e r  your 
s h a r e s  f o r  e x c h a n g e  p u r s u a n t  t o  t h e  m e r g e r .  

You s h o u l d  read t h e  i n s t r u c t i o n s  b e g i n n i n g  o n  p a g e  4 o f  t h i s  L e t t e r  o f  
T r a n s m i t t a l  c a r e f u l l y  b e f o r e  y o u  c o m p l e t e  t h i s  L e t t e r  o f  T r a n s m i t t a l .  

L a d i e s  and G e n t l e m e n  : 

P u r s u a n t  t o  a n  A g r e e m e n t  a n d  P l a n  of R e o r g a n i z a t i o n  ( t h e  " R e o r g a n i z a t i o n  
A g r e e m e n t " ) ,  d a t e d  a s  of  J u n e  13, 2000,  by a n d  among N U 1  C o r p o r a t i o n  ("NUI"), 
VGC A c q u i s i t i o n ,  I n c .  ("VGC") a n d  V i r g i n i a  G a s  Company ( " V i r g i n i a  G a s " ) ,  t h e  
u n d e r s i g n e d  h e r e b y  s u r r e n d e r s  t o  y o u  as E x c h a n g e  A g e n t  t h e  s t o c k  c e r t i f i ca t e s  
(each, a " C e r t i f i c a t e " )  f o r m e r l y  r e p r e s e n t i n g  all of t h e  u n d e r s i g n e d ' s  s h a r e s  of 

V i r g i n i a  G a s  common s t o c k ,  pa r  v a l u e  $.001 per s h a r e  ( t h e  " V i r g i n i a  G a s  
S h a r e s " ) ,  l i s t e d  above i n  e x c h a n g e  f o r  s h a r e s  o f  NU1 Common S t o c k ,  w i t h o u t  pa r  
v a l u e ,  ( t h e  " N U 1  S h a r e s " )  c a l c u l a t e d  o n  t h e  b a s i s  o f  ~ N U 1  S h a r e s  for e a c h  
V i r g i n i a  G a s  S h a r e ,  w i t h  c a s h  b e l n g  paid t o  t h e  u n d e r s i g n e d  f o r  a n y  f r a c t i o n a l  
s h a r e ,  p u r s u a n t  t o  t h e  t e r m s  o f  t h e  R e o r g a n i z a t i o n  A g r e e m e n t  and as  described i n  
t h e  P r o x y  S t a t e m e n t / P r o s p e c t u s ,  dated O c t o b e r  5 ,  2000, and m a i l e d  t o  t h e  
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I m p o r t a n t :  P l e a s e  a l s o  c o m p l e t e  S u b s t i t u t e  F o r m  W-9 on p a g e  7 .  

( M u s t  be s i g n e d  by r e g i s t e r e d  o w n e r ( s 1  e x a c t l y  a s  n a m e ( s )  a p p e a r ( s )  a b o v e  o r  by 
p e r s o n ( s )  a u t h o r i z e d  t o  become r e g i s t e r e d  o w n e r ( s )  o f  c e r t i f i c a t e s  a s  e v i d e n c e d  
by e n d o r s e m e n t  o r  s t o c k  p o w e r s  o r  d o c u m e n t s  t r a n s m i t t e d  h e r e w i t h .  I f  s i g n e d  by 
an  a t t o r n e y ,  t r u s t e e ,  e x e c u t o r ,  a d m i n i s t r a t o r ,  g u a r d i a n ,  o f f i c e r  o r  o t h e r  p e r s o n  
a c t i n g  i n  a f i d u c i a r y  o r  r e p r e s e n t a t i v e  capac i ty ,  t h e  c a p a c i t y  o f  t h e  p e r s o n  
s h o u l d  be i n d i c a t e d .  ) 

3 

INSTRUCTIONS 

A f o r m e r  s t o c k h o l d e r  o f  V i r g i n i a  G a s  will n o t  r e c e i v e  t h e  NU1 S h a r e s  a n d  
a n y  f r a c t i o n a l  s h a r e  c h e c k  i n  e x c h a n g e  f o r  s u c h  h o l d e r ' s  c e r t i f i c a t e s  
r e p r e s e n t i n g  V i r g i n i a  G a s  S h a r e s  u n t i l  ALL C e r t i f i c a t e s  o w n e d  by s u c h  h o l d e r  
a re  r e c e i v e d  by t h e  E x c h a n g e  A g e n t  a t  t h e  address  set f o r t h  o n  p a g e  1, t o g e t h e r  
w i t h  s u c h  d o c u m e n t s  a s  t h e  E x c h a n g e  A g e n t  may r e q u i r e ,  a n d  u n t i l  t h e  s a m e  a r e  
processed f o r  e x c h a n g e  by t h e  E x c h a n g e  A g e n t .  No i n t e r e s t  w i l l  a c c r u e  o n  a n y  
a m o u n t s  d u e .  

1. G u a r a n t e e  o f  S i g n a t u r e s .  N o  s i g n a t u r e  g u a r a n t e e  o n  t h i s  L e t t e r  o f  
T r a n s m i t t a l  i s  r e q u i r e d  ( 1 )  i f  t h i s  L e t t e r  of T r a n s m i t t a l  i s  s i g n e d  by t h e  
regis tered h o l d e r  o f  t h e  V i r g i n i a  G a s  S h a r e s  s u r r e n d e r e d  h e r e w i t h ,  u n l e s s  s u c h  
h o l d e r  h a s  c o m p l e t e d  e i t h e r  t h e  box e n t i t l e d  " S p e c i a l  Issuance I n s t r u c t i o n s "  or 
t h e  b o x  e n t i t l e d  " S p e c i a l  D e l i v e r y  I n s t r u c t i o n s "  o n  t h i s  L e t t e r  o f  T r a n s m i t t a l ,  
or ( 2 )  if s u c h  V i r g i n i a  G a s  S h a r e s  a re  s u r r e n d e r e d  € o r  t h e  a c c o u n t  of a m e m b e r  
f i r m  o f  a r e g i s t e r e d  n a t i o n a l  s e c u r i t i e s  e x c h a n g e ,  a m e m b e r  o f  t h e  N a t i o n a l  
A s s o c i a t i o n  o f  S e c u r i t i e s  Dealers,  I n c . ,  a c o m m e r c i a l  b a n k  o r  t r u s t  c o m p a n y  
h a v i n g  a n  o f f i c e  or c o r r e s p o n d e n t  i n  t h e  U n i t e d  S t a t e s ,  o r  a n y  o t h e r  " e l i g i b l e  
g u a r a n t o r  i n s t i t u t i o n "  a s  s u c h  t e r m  i s  d e f i n e d  i n  R u l e  1 7 A d - 1 5  u n d e r  t h e  
S e c u r i t i e s  E x c h a n g e  A c t  o f  1 9 3 4 ,  a s  a m e n d e d  ( c o l l e c t i v e l y ,  " E l i q i b l e  
I n s t i t u t i o n s " ) .  I n  all o t h e r  cases, a l l  s i g n a t u r e s  o n  t h i s  L e t t e r  o f  T r a n s m i t t a l  
m u s t  be g u a r a n t e e d  by a n  E l i g i b l e  I n s t i t u t i o n  t h a t  i s  a m e m b e r  of t h e  M e d a l l i o n  
S i g n a t u r e  G u a r a n t e e  P r o g r a m .  

2 .  D e l i v e r y  of L e t t e r  o f  T r a n s m i t t a l  a n d  C e r t i f i c a t e s .  P l e a s e  do n o t  s e n d  
t h e  C e r t i f i c a t e s  d i r e c t l y  t o  N U 1  o r  V i r g i n i a  G a s .  T h e  C e r t i f i c a t e s ,  t o g e t h e r  
w i t h  t h i s  L e t t e r  o f  T r a n s m i t t a l ,  properly completed a n d  d u l y  e x e c u t e d ,  or a 
f a c s i m i l e  h e r e o f ,  a n d  a n y  o t h e r  d o c u m e n t s  r e q u i r e d  by t h i s  L e t t e r  of 
T r a n s m i t t a l ,  s h o u l d  be d e l i v e r e d  t o  t h e  E x c h a n g e  A g e n t  a t  t h e  address set f o r t h  
o n  p a g e  1 of t h i s  L e t t e r  o f  T r a n s m i t t a l .  

T h e  m e t h o d  o f  d e l i v e r y  of C e r t i f i c a t e s  a n d  a n y  o t h e r  r e q u i r e d  d o c u m e n t s  
i s  a t  t h e  e l e c t i o n  a n d  r i s k  o f  t h e  o w n e r .  H o w e v e r ,  i f  C e r t i f i c a t e s  a r e  s e n t  by 
m a i l ,  i t  i s  r e c o m m e n d e d  t h a t  t h e y  be s e n t  by r e g i s t e r e d  m a i l ,  properly i n s u r e d ,  
w i t h  r e t u r n  receipt r e q u e s t e d .  R i s k  of l o s s  a n d  t i t l e  t o  t h e  C e r t i f i c a t e s  
shall p a s s  o n l y  u p o n  d e l i v e r y  of t h e  C e r t i f i c a t e s  t o  t h e  E x c h a n g e  A g e n t .  
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A l l  q u e s t i o n s  a s  t o  v a l i d i t y ,  f o r m  a n d  e l i g i b i l i t y  o f  a n y  s u r r e n d e r  of  a n y  
C e r t i f i c a t e  h e r e u n d e r  will be d e t e r m i n e d  by NU1 ( w h i c h  may d e l e g a t e  p o w e r  i n  
w h o l e  o r  i n  p a r t  t o  t h e  E x c h a n g e  A g e n t )  a n d  s u c h  d e t e r m i n a t i o n  s h a l l  be f i n a l  
a n d  b i n d i n g .  N U 1  r e s e r v e s  t h e  r i g h t  t o  w a i v e  a n y  i r r e g u l a r i t i e s  o r  d e f e c t s  i n  
t h e  s u r r e n d e r  of a n y  C e r t i f i c a t e s .  A s u r r e n d e r  w i l l  n o t  be d e e m e d  t o  h a v e  b e e n  
m a d e  u n t i l  a11 i r r e g u l a r i t i e s  h a v e  b e e n  c u r e d  o r  w a i v e d .  

3. I n a d e q u a t e  S p a c e .  I f  t h e  space p r o v i d e d  h e r e i n  i s  i n a d e q u a t e ,  t h e  
C e r t i f i c a t e  n u m b e r s  a n d  t h e  n u m b e r s  o f  V i r g i n i a  Gas S h a r e s  r e p r e s e n t e d  t h e r e b y  
s h o u l d  be l i s t e d  o n  a s epa ra t e  s c h e d u l e  a t t a c h e d  h e r e t o .  

4 .  S i g n a t u r e s  o n  L e t t e r  o f  T r a n s m i t t a l ,  S t o c k  P o w e r s  a n d  E n d o r s e m e n t s .  I f  
t h i s  L e t t e r  o f  T r a n s m i t t a l  is  s i g n e d  by t h e  r e g i s t e r e d  h o l d e r  o f  t h e  
C e r t i f i c a t e s  s u r r e n d e r e d  h e r e b y ,  t h e  s i g n a t u r e  m u s t  c o r r e s p o n d  e x a c t l y  w i t h  
t h e  name w r i t t e n  o n  t h e  f a c e  o f  t h e  C e r t i f i c a t e s  w i t h o u t  a l t e r a t i o n ,  
e n l a r g e m e n t  or a n y  c h a n g e  w h a t s o e v e r .  

I f  t h e  C e r t i f i c a t e s  s u r r e n d e r e d  h e r e b y  a re  o w n e d  o f  r e c o r d  by t w o  o r  more 
j o i n t  o w n e r s ,  all s u c h  o w n e r s  m u s t  s i g n  t h i s  L e t t e r  of T r a n s m i t t a l .  

I f  a n y  s u r r e n d e r e d  V i r g i n i a  Gas S h a r e s  a r e  r e g i s t e r e d  i n  d i f f e r e n t  n a m e s  o n  
s e v e r a l  C e r t i f i c a t e s ,  i t  w i l l  be n e c e s s a r y  t o  c o m p l e t e ,  s i g n  a n d  s u b m i t  a s  m a n y  
separa te  L e t t e r s  of T r a n s m i t t a l  a s  t h e r e  are  d i f f e r e n t  r e g i s t r a t i o n s  o f  
C e r t i f i c a t e s .  

When t h i s  L e t t e r  o f  T r a n s m i t t a l  i s  s i g n e d  by t h e  reg is te red  o w n e r s  o f  t h e  
C e r t i f i c a t e s  l i s t ed  a n d  s u r r e n d e r e d  h e r e w i t h ,  n o  e n d o r s e m e n t s  o f  t h e  
C e r t i f i c a t e s  o r  separate  s t o c k  powers are r e q u i r e d .  

4 

I f  t h i s  L e t t e r  o f  T r a n s m i t t a l  I S  s i g n e d  by a p e r s o n  o t h e r  t h a n  t h e  
r e g i s t e r e d  o w n e r  o f  t h e  C e r t i f i c a t e s  l i s t ed ,  s u c h  C e r t i f i c a t e s  m u s t  be e n d o r s e d  
or a c c o m p a n i e d  by appropr i a t e  s t o c k  p o w e r s ,  i n  e i t h e r  case s i g n e d  by t h e  
r e g i s t e r e d  o w n e r  o r  o w n e r s  o r  a p e r s o n  w i t h  f u l l  a u t h o r i t y  t o  s i g n  o n  b e h a l f  o f  
t h e  r e g i s t e r e d  o w n e r .  S i g n a t u r e s  o n  s u c h  C e r t i f i c a t e s  o r  s t o c k  p o w e r s  m u s t  be 
g u a r a n t e e d  by a n  E l i g i b l e  I n s t i t u t i o n  t h a t  i s  a m e m b e r  o f  a M e d a l l i o n  S i g n a t u r e  
G u a r a n t e e  P r o g r a m .  See I n s t r u c t i o n  1. 

If t h i s  L e t t e r  o f  T r a n s m i t t a l  or any C e r t i f i c a t e s  o r  s t o c k  p o w e r s  a r e  
s i g n e d  by a t r u s t e e ,  e x e c u t o r ,  a d m i n i s t r a t o r ,  g u a r d i a n ,  a t t o r n e y - i n - f a c t ,  
o f f i c e r  of a c o r p o r a t i o n  or o t h e r s  a c t i n g  in a f i d u c i a r y  or r e p r e s e n t a t i v e  
c a p a c i t y ,  s u c h  persons m u s t  so i n d i c a t e  w h e n  s i g n i n g ,  m u s t  g i v e  h i s  or h e r  f u l l  
t i t l e  i n  s u c h  c a p a c i t y ,  a n d  e v i d e n c e  s a t i s f a c t o r y  t o  t h e  E x c h a n g e  A g e n t  o f  h i s  
or her a u t h o r i t y  t o  SO a c t  m u s t  be s u b m i t t e d .  T h e  E x c h a n g e  A g e n t  w i l l  n o t  
e x c h a n g e  a n y  s e c u r i t i e s  u n t i l  a l l  i n s t r u c t i o n s  h e r e i n  a r e  compl ied  w i t h .  

5. S t o c k  T r a n s f e r  T a x e s .  I n  t h e  e v e n t  t h a t  a n y  t r a n s f e r  o r  o t h e r  taxes 
b e c o m e  payable  b y  r e a s o n  o f  t h e  i s s u a n c e  o f  t h e  N U 1  S h a r e s  i n  a n y  name o t h e r  
t h a n  t h a t  o f  t h e  record h o l d e r ,  s u c h  t r a n s f e r e e  o r  a s s i g n e e  m u s t  pay s u c h  t a x  t o  
t h e  E x c h a n g e  A g e n t  o r  m u s t  e s t a b l i s h  t o  t h e  s a t i s f a c t i o n  o f  t h e  E x c h a n g e  A g e n t  
t h a t  s u c h  t a x  h a s  b e e n  p a i d  or is  n o t  a p p l i c a b l e .  

6. Special I s s u a n c e  a n d  De l ive ry  I n s t r u c t i o n s .  I n d i c a t e  o n  t h e  " S p e c i a l  
I s s u a n c e  I n s t r u c t i o n s "  or t h e  " S p e c i a l  D e l i v e r y  I n s t r u c t i o n s "  box t h e  name a n d  
address  o f  t h e  p e r s o n ( s )  t o  whom t h e  NU1 S h a r e s  a n d  a n y  f r a c t i o n a l  s h a r e  c h e c k  
are t o  be s e n t  i f  d i f f e r e n t  f r o m  t h e  n a m e  o r  address  of t h e  p e r s o n ( s )  s i g n i n g  
t h i s  L e t t e r  o f  T r a n s m i t t a l .  

7 .  S u b s t i t u t e  F o r m  W-9. E a c h  s u r r e n d e r i n g  s h a r e h o l d e r  i s  r e q u i r e d  t o  
p r o v i d e  t h e  E x c h a n g e  A g e n t  w i t h  s u c h  h o l d e r ' s  correct T a x p a y e r  I d e n t i f i c a t i o n  
Number  ( " T I N " )  o n  t h e  S u b s t i t u t e  F o r m  W-9 o n  page 7 a n d  t o  c e r t i f y  w h e t h e r  s u c h  
h o l d e r  i s  s u b l e c t  t o  b a c k u p  w i t h h o l d i n g .  F a i l u r e  t o  p r o v i d e  s u c h  i n f o r m a t i o n  o n  
t h e  form may s u b j e c t  t h e  s u r r e n d e r i n g  h o l d e r  t o  federal  i n c o m e  t a x  w i t h h o l d i n g  
a t  a r a t e  of 31% o n  p a y m e n t s  made t o  s u c h  h o l d e r  w i t h  respect t o  t h e  N U 1  S h a r e s .  
I f  s u c h  h o l d e r  i s  a n  i n d i v i d u a l ,  t h e  TIN i s  t h e  i n d i v i d u a l ' s  s o c i a l  s e c u r i t y  
n u m b e r .  A h o l d e r  m u s t  cross o u t  i t e m  ( 2 )  i n  P a r t  2 of  S u b s t i t u t e  F o r m  W-9 ~f 
s u c h  h o l d e r  i s  s u b j e c t  t o  b a c k u p  w i t h h o l d i n g .  T h e  b o x  i n  P a r t  3 o f  t h e  f o r m  
s h o u l d  b e  c h e c k e d  i f  t h e  s u r r e n d e r i n g  h o l d e r  h a s  n o t  b e e n  i s s u e d  a TIN and h a s  
a p p l i e d  for a TIN or i n t e n d s  t o  apply f o r  a TIN i n  t h e  n e a r  f u t u r e .  I f  t h e  b o x  
i n  P a r t  3 is c h e c k e d ,  t h e  s u r r e n d e r i n g  h o l d e r  m u s t  a l s o  c o m p l e t e  t h e  C e r t i f i c a t e  
o f  A w a i t i n g  T a x p a y e r  I d e n t i f i c a t i o n  N u m b e r  o n  p a g e  7 i n  order  t o  a v o i d  b a c k u p  
w i t h h o l d i n g .  I f  you h a v e  c h e c k e d  t h e  b o x  i n  P a r t  3 a n d  do n o t  p r o v i d e  t h e  
E x c h a n g e  A g e n t  w i t h  a p rope r ly  c e r t i f i e d  TIN w i t h i n  60 days ,  t h e  E x c h a n g e  A g e n t  
w i l l  withhold 31% o f  reportable  p a y m e n t s  m a d e  t h e r e a f t e r ,  u n l e s s  a properly 
c e r t i f i e d  T I N  i s  r e c e i v e d  by t h e  E x c h a n g e  A g e n t  prior t o  p a y m e n t .  S e e  " I m p o r t a n t  
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Tax I n f o r m a t i o n "  o n  p a g e  6 .  

8 .  L o s t ,  S t o l e n  or D e s t r o y e d  C e r t i f i c a t e s .  I f  y o u r  C e r t i f i c a t e ( s )  h a s  b e e n  
l o s t ,  s t o l e n  o r  d e s t r o y e d ,  p l ease  n o t i f y  t h e  E x c h a n g e  A g e n t  a t  t h e  add res s  
listed on page 1. 

9 .  I n f o r m a t i o n  a n d  A d d i t i o n a l  C o p i e s .  I n f o r m a t i o n  a n d  a d d i t i o n a l  copies  of 
t h i s  L e t t e r  of T r a n s m i t t a l  may be o b t a i n e d  f r o m  t h e  E x c h a n g e  A g e n t  by w r i t i n g  t o  
t h e  add res s  O K  c a l l i n g  t h e  n u m b e r  l i s t e d  o n  p a g e  1 o f  t h i s  L e t t e r  of 
T r a n s m i t t a l .  

5 

IMPORTANT TAX INFORMATION 

U n d e r  f e d e r a l  i n c o m e  t a x  l a w s ,  a h o l d e r  who r e c e i v e s  p a y m e n t s  w i t h  respect 
t o  N U 1  S h a r e s  r e c e i v e d  i n  t h e  m e r g e r  ( i n c l u d i n g  a n y  s u b s e q u e n t  d i v i d e n d s )  i s  
r e q u i r e d  by l a w  t o  p r o v i d e  t h e  payer w i t h  s u c h  h o l d e r ' s  correct T I N  o n  
S u b s t i t u t e  F o r m  W - 9  o n  p a g e  7 .  I f  s u c h  h o l d e r  i s  a n  i n d i v i d u a l ,  t h e  T I N  i s  t h e  
i n d i v i d u a l ' s  s o c i a l  s e c u r i t y  n u m b e r .  I f  t h e  correct T I N  i s  n o t  p r o v i d e d ,  a $50 
p e n a l t y  may be i m p o s e d  o n  the h o l d e r  by t h e  I n t e r n a l  R e v e n u e  S e r v i c e ,  a n d  a n y  
p a y m e n t s  m a d e  w i t h  respect t o  NU1 S h a r e s  ( i n c l u d i n g  any s u b s e q u e n t  d i v i d e n d s )  
may be s u b l e c t  t o  b a c k u p  w i t h h o l d i n g .  

C e r t a i n  h o l d e r s  ( i n c l u d i n g ,  a m o n g  o t h e r s ,  a l l  c o r p o r a t i o n s  a n d  c e r t a i n  
f o r e i g n  i n d i v i d u a l s )  are  e x e m p t  f r o m  t h e s e  b a c k u p  w i t h h o l d i n g  a n d  r e p o r t i n g  
r e q u i r e m e n t s .  E x e m p t  h o l d e r s  s h o u l d  i n d i c a t e  t h e i r  e x e m p t  s t a t u s  by c h e c k i n g  t h e  
box i n  P a r t  4 of  S u b s t i t u t e  F o r m  W - 9  o n  page 7 .  I n  o rde r  f o r  a f o r e i g n  
i n d i v i d u a l  t o  q u a l i f y  a s  a n  e x e m p t  r e c i p i e n t ,  s u c h  i n d i v i d u a l  m u s t  s u b m i t  a 
s t a t e m e n t ,  s i g n e d  u n d e r  p e n a l t i e s  o f  p e r j u r y ,  a t t e s t i n g  t o  s u c h  i n d i v i d u a l ' s  
e x e m p t  s t a t u s .  F o r m s  of s u c h  s t a t e m e n t s  may be o b t a i n e d  f r o m  t h e  E x c h a n g e  A g e n t .  
S e e  " G u i d e l i n e s  f o r  C e r t i f i c a t i o n  o f  T a x p a y e r  I d e n t i f i c a t i o n  Number  o n  
S u b s t i t u t e  Form W-9" o n  p a g e  9 €or a d d i t i o n a l  i n s t r u c t i o n s .  

I f  b a c k u p  w i t h h o l d i n g  a p p l i e s ,  t h e  payer is  r e q u i r e d  t o  w i t h h o l d  31% o f  a n y  
p a y m e n t s  m a d e  t o  t h e  h o l d e r  or o t h e r  payee w i t h  respect t o  N U 1  S h a r e s .  B a c k u p  
W i t h h o l d i n g  i s  not a n  a d d i t i o n a l  t a x .  R a t h e r ,  t h e  Federal i n c o m e  t a x  l i a b i l i t y  
of p e r s o n s  s u b l e c t  t o  b a c k u p  w i t h h o l d i n g  will be r e d u c e d  by t h e  a m o u n t  o f  t a x  
w i t h h e l d .  I f  w i t h h o l d i n g  r e s u l t s  i n  a n  o v e r p a y m e n t  of t a x e s ,  a r e f u n d  may be 
o b t a i n e d  f r o m  t h e  I n t e r n a l  R e v e n u e  S e r v i c e .  

P u r p o s e  o f  S u b s t i t u t e  Form W - 9  

To  p r e v e n t  b a c k u p  w i t h h o l d i n g  o n  p a y m e n t s  made w i t h  respect t o  s e c u r i t i e s ,  
t h e  h o l d e r  i s  r e q u i r e d  t o  n o t i f y  t h e  payer  of s u c h  h o l d e r ' s  correct TIN by 
c o m p l e t i n g  t h e  S u b s t i t u t e  F o r m  W-9 b e l o w ,  c e r t i f y i n g  t h a t  t h e  TIN p r o v i d e d  o n  
t h e  f o r m  i s  correct l o r  t h a t  s u c h  h o l d e r  is a w a i t i n g  a TIN) a n d  c e r t i f y i n g  t h a t  
(1) s u c h  h o l d e r  is exempt f r o m  b a c k u p  w i t h h o l d i n g ,  ( 2 )  s u c h  h o l d e r  h a s  no t  b e e n  
n o t i f i e d  by t h e  I n t e r n a l  R e v e n u e  S e r v i c e  t h a t  t h e  h o l d e r  i s  s u b l e c t  t o  b a c k u p  
w i t h h o l d i n g  a s  a r e s u l t  of a f a i l u r e  t o  r epor t  all i n t e r e s t  or d i v i d e n d s  or  ( 3 )  
t h e  I n t e r n a l  R e v e n u e  S e r v i c e  h a s  n o t i f i e d  s u c h  h o l d e r  t h a t  s u c h  h o l d e r  i s  n o  
l o n g e r  subject t o  b a c k u p  w i t h h o l d i n g .  

6 

SUBSTITUTE 

mm w-9 

(See Instruction 7) 

Part 2 - Certification -- Under penalties of perlury, I 
certify that: ____________________----------------- 

N a m e  Part 3--  

(1) The number shown on the form is my correct Awaiting TIN 
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5. Adult and minor (loint 
account ) 

6 .  Account in t h e  name of 
guardian or committee for a 
designated ward, minor or 
incompetent person 

7. a. The  u s u a l  revocable 
savings trust account 
( g r a n t o r  is also 
t r u s t e e )  

b. So-called trust 
account t h a t  is not a 
legal or valid trust 
under state l a w  

The adult or, if the minor is 13. Association, club or The organization 
the only contributor, t h e  other tax-exempt 
minor [ 1) organization 

The ward, minor, or incompetent 14. A broker or registered The broker or nominee 
person [ 3 )  nomi nee 

The grantor-trustee (1) 

The actual owner(1) 

15. Account with the 
Department of 
Agriculture in the 
name of a public 
entity ( s u c h  a s  a 
state or local 
government, school 
district or prison) 
that receives 
agricultural program 
payments 

The public entity 

L i s t  f i r s t  a n d  c i r c l e  t h e  name of t h e  p e r s o n  w h o s e  n u m b e r  y o u  f u r n i s h .  
C i r c l e  t h e  m i n o r ' s  name a n d  f u r n i s h  t h e  m i n o r ' s  soc ia l  s e c u r i t y  n u m b e r .  
C i r c l e  t h e  w a r d ' s ,  m i n o r ' s  or i n c o m p e t e n t  p e r s o n ' s  n a m e  a n d  f u r n i s h  s u c h  
p e r s o n ' s  soc ia l  s e c u r i t y  n u m b e r .  
Show t h e  name o f  t h e  o w n e r .  
L i s t  f i r s t  a n d  c i r c l e  t h e  name of t h e  l e g a l  t r u s t ,  e s t a t e  or p e n s i o n  
t r u s t .  
I f  n o  name i s  circled w h e n  t h e r e  is m o r e  t h a n  o n e  n a m e ,  t h e  n u m b e r  
w i l l  be c o n s i d e r e d  t o  be t h a t  o f  t h e  f i r s t  name l i s t e d .  

8 

GUIDELINES FOR CERTIFICATION OF TAXPAYER IDENTIFICATION 
NUMBER ON SUBSTITUTE FORM W-9 

OBTAINING ANY NUMBER 
I f  y o u  d o n ' t  h a v e  a t a x p a y e r  i d e n t i f i c a t i o n  n u m b e r  o r  y o u  d o n ' t  know y o u r  
n u m b e r ,  o b t a i n  Form SS-5, A p p l i c a t i o n  for a S o c i a l  S e c u r i t y  Number  C a r d ,  o r  F o r m  
5s-4, A p p l i c a t i o n  for Employer I d e n t i f i c a t i o n  N u m b e r ,  f r o m  you  loca l  o f f i c e  o f  
t h e  Social S e c u r i t y  A d m i n i s t r a t i o n  o r  t h e  I n t e r n a l  R e v e n u e  S e r v i c e  a n d  apply f o r  
a n u m b e r .  

PAYEES EXEMPT FROM BACKUP WITHHOLDING 
P a y e e s  s p e c i f i c a l l y  e x e m p t e d  f r o m  b a c k u p  w i t h h o l d i n g  o n  p a y m e n t s  o f  i n t e r e s t ,  
d i v i d e n d s  a n d  w i t h  respect  t o  b r o k e r  t r a n s a c t i o n s  i n c l u d e  t h e  f o l l o w i n g :  

. A corporation. 

. A f i n a n c i a l  i n s t i t u t i o n .  

. An o r g a n i z a t i o n  e x e m p t  f r o m  t a x  u n d e r  s e c t i o n  501(a), o r  a n  i n d i v i d u a l  
r e t i r e m e n t  p l a n ,  o r  a c u s t o d i a l  a c c o u n t  u n d e r  s e c t i o n  4 0 3 ( b ) ( 7 ) .  

. T h e  U n i t e d  S t a t e s  o r  a n y  a g e n c y  o r  i n s t r u m e n t a l i t y  t h e r e o f .  

. A s t a t e ,  t h e  District  o f  C o l u m b i a ,  a p o s s e s s i o n  o f  t h e  U n i t e d  S t a t e s  
o r  a n y  s u b d i v i s i o n  o r  i n s t r u m e n t a l i t y  t h e r e o f .  

. A f o r e i g n  g o v e r n m e n t ,  a p o l i t i c a l  s u b d i v i s i o n  o f  a f o r e i q n  g o v e r n m e n t ,  
o r  a n y  a g e n c y  o r  i n s t r u m e n t a l i t y  t h e r e o f .  

. An i n t e r n a t i o n a l  o r g a n i z a t i o n  or a n y  s q e n c y  or i n s t r u m e n t a l i t y  
t h e r e o f .  

. A reg is te red  dealer  i n  s e c u r i t i e s  or  commodities r e g i s t e r e d  i n  t h e  
U . S .  or a p o s s e s s i o n  o f  t h e  U . S .  

. A real e s t a t e  i n v e s t m e n t  t r u s t .  

. A common t r u s t  f u n d  operated by a b a n k  u n d e r  s e c t i o n  5 8 4 ( a ) .  
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Taxpayer Identification Number (o r  I am waiting 
for a number to be issued t o  me) and _________L__________- - - - - - - - - - - - - - - - -  

Address (number and street) 
(2) I am not sublect to backup withholding because 

(a) I am exempt from backup withholding, or (b) I Part 4 -- For Payee Exempt 

Service ("IRS'') that I am sub]ect to backup 
withholding as a result of failure to report all 

_-_--_--------______-_---_----------- 
(City, State and Zip Code) have not been notified by the Internal Revenue from Backup Withholding 

interest or dividends or (c) the IRS has notified Exempt [-I 
Department of the Treasury me that I am no longer subject to backup 
Revenue Service Internal withholding. 

------I--_______________________________----------------------------------------- 

Payer I s Request €or Taxpayer 
Identification Number (TIN) 

Certification Instructions -- You must cross out Item (2) in Part 2 above if you 
have been notified by the I R S  that you currently a r e  sublect to backup 
withholding because of under-reporting interest or dividends on your tax return. 
However, if after being notified by the IRS that you were subject to backup 
withholding, you received another notification from the I R S  stating that you are 
no longer subllect to backup withholding, do not cross out Item (2). If you are 
exempt from backup withholding, check the box in Part 4 above. 

SIGNATURE : DATE : I 20- 

NOTE: Failure to complete and return this form may result in backup withholding 
of 31% of any payments made to you pursuant to the m e r g e r .  Please review 
the guidelines on pages 8 and 9 for additional details. 

You must complete the following certificate i f  you checked 
t h e  box in part 3 of Substitute Form W - 9 .  

I certify under penalties of perjury that a taxpayer identification number has 
not been issued to me, and either (a) I have mailed or delivered an application 
to receive a taxpayer identification number to the appropriate Internal Revenue 
Service Center or Social Security Administration Office or (b) I intend to mail 
or deliver an application in the near future. I understand that until I provide 
a taxpayer identification number, 31% of a l l  reportable payments made to me will 
be withheld. 

7 

GUIDELINES FOR CERTIFICATION OF TAXPAYER IDENTIFICATION 
NUMBER ON SUBSTITUTE FORM W-9 

GUIDELINES FOR DETERMINING THE PROPER IDENTIFICATION NUMBER TO GIVE THE 
PAYER.-- Social Security numbers have nine digits separated by t w o  hyphens: 
i . e . ,  000-00-0000.  Employer identification numbers h a v e  nine d i g i t s  
separated by o n l y  one hyphen: i . e . ,  00-0000000. T h e  table below will help 
determine the number to give the payer. 

1. A n  individual's account The individual 

2. Two or more individuals The actual owner of the account, 
(joint account) or, if combined funds, any one 

of the individualsll) 

3 .  Husband and wife (Joint The actual owner of the account 
account) or, if joint funds, either 

person ( 1.) 

4 .  Custodian account of a The minor(2) 
minor (Uniform Glft to 
Minors Act) 

9 .  A valid trust, estate, 
or pension trust 

10. Corporate account 

The legal entity (Do not fu 
the identifying number of t 
personal representative or 
unless the legal entity its 
not designated in the accou 
title. ) ( 5 )  

The corporation 

11. Religious, charitable The organization 
or educational 
organization account 

12. Partnership account The partnership 
held in the name of 
the business 
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. An exempt charitable remainder trust, or a non-exempt trust described 
in section 4947(a) (1). 

. An entity registered at all times under the Investment Company Act of 
1940. 

. A foreign central bank of issue. 

Payments of dividends and patronage dividends not generally subject to 
backup withholding include the following: 

Payments to nonresident aliens sublect to withholding under section 
1441. 

. Payments to partnerships not engaged in a trade or business in the 
U.S.  and which have at least one nonresident partner. 

. Payments of patronage dividends where the amount received is not paid 
in money. 

. Payments made by certain foreign organizations. 

. Payments made to a middleman known in the investment community as a 
nominee as listed in the most recent publication of the American 
Society of Corporate Secretaries, Inc. Nominee List. 

Payments of interest not generally subject to backup withholding 
include the following: 

. Payments of interest on obligations issued by individuals. Note: You 
may be subject to backup withholding if this interest is $600 o r  more 
and is paid in the course of the payer's trade or business and you 
have not provided your correct taxpayer identification number to the 
payer. 

Payments of tax-exempt interest (including exempt-interest dividends 
under section 852). 

. Payments described in section 6049(b)(5) to non-resident aliens. 

. Payments on tax-free covenant bonds under section 1451. 

. Payments made by certain foreign organizations. 

. Payments made to a middleman known in the investment community as a 
nominee as listed in the most recent publication of the American 
Society of Corporate Secretaries, Inc. Nominee List. 

. Mortgage interest pa id  to payer. 

Exempt payees described above should file Substitute Form W-9 to avoid possible 
erroneous backup withholding. 

FILE THIS FORM WITH THE PAYER, FURNISH YOUR TAXPAYER IDENTIFICATION NUMBER, 
WRITE "EXEMPT" ON THE FACE OF THE FORM, AND RETURN IT TO THE PAYER. IF THE 
PAYMENTS ARE INTEREST, DIVIDENDS OR PATRONAGE DIVIDENDS, ALSO SIGN AND DATE THE 
FORM. 

Certain payments other than interest, dividends and patronage 
dividends, that are n o t  subject to information reporting are also not subject to 
backup withholding. For details, see sections 6041, 6041A(a), 6042, 6044, 6045, 
6049, 6050A and 6050N and their regulations. 

PRIVACY ACT NOTICE -- Section 6109 requires most recipients of dividends, 
interest or other payments to give taxpayer identification numbers to payers  who 
must report the payments to the IRS. The IRS uses the numbers for identification 
purposes. Payers must be given the numbers whether or not recipients are 
required to file tax returns. Payers m u s t  generally withhold 31% of taxable 
interest, dividend and certain other payments to a payee who does not furnish a 
taxpayer identification number to a payer. Certain penalties may also apply. 

PENALTIES 
(1) PENALTY FOR FAILURE TO FURNISH TAXPAYER IDENTIFICATION NUMBER. -- If YOU 

f a i l  to furnish your taxpayer identification number to a payer, you are subject 
to a penalty of $50 f o r  each such failure unless your failure is due to 
reasonable cause and not to willful neglect. 
(2) CIVIL PENALTY FOR FALSE INFORMATION WITH RESPECT TO WITHHOLDING. -- If YOU 
make a false statement with no reasonable basis which results in no imposition 
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of b a c k u p  w i t h h o l d i n g ,  you a re  s u b l e c t  t o  a penalty o f  $500. 
( 3 )  CRIMINAL PENALTY FOR FALSIFYING INFORMATION. -- F a l s i f y i n g  c e r t i f i c a t i o n s  o r  
affirmations may s u b j e c t  y o u  t o  c r i m i n a l  penalties i n c l u d i n g  f i n e s  a n d / o r  
i m p r i s o n m e n t .  

FOR ADDITIONAL INFORMATION CONTACT YOUR TAX CONSULTANT OR THE INTERNAL REVENUE 
SERVJ CE . 

9 
</TEXT> 
</DOCUMENT> 
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