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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 32399-0866

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-00-2411A-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 NUI Utilities, Inc., 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 NUI Corporation, NUI Ultilities, Inc.’s parent, issued securities
during that period.

NUI 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). NUI Corporation had been an exempt holding company from 1969 to 1994.

AUS At that time, the holding company structure was collapsed and NUT Corporation became
CAF a utility corporation with operating divisions in six jurisdictions. As a result of changes
g’gﬁ ——— in the energy markets and various state and federal regulations, NUT elected to recreate
oTr —— the holding company structure. The Company believed such a structure would provide
ECR —___ greater financial and organizational flexibility to compete in deregulated markets while
GCL insulating the utility operations from risk.
OPC
!SﬂéﬁCS T NUI Corporation was reorganized into a holding company structure pursuant to
OTH an agreement and plan of exchange between NUI Corporation, subsequently renamed
NUI Utilities, Inc. and NUI Holding Company, subsequently renamed NUI Corpoation.
Under the agreement, each outstanding share of NUI common stock was automatically
exchanged by operation of law on a share-for-share basis for holding company stock.
NUI Companies and Affiliates: NUI Capital Corp. DOCLMEY™ &' Moo 2 NUI Telecom
City Gas Company of Florida NUI Energy TIC Enterprises, LLC
Elizabethtown Gas NUI Energy Brokers O 5 3 | 5 HAY |7 & Utility Business Services
Elkton Gas NUI Energy Solutions Valley Cities Gas
North Carolina Gas NUI Environmental Group Waverly Gas

FPSC-COMi%isSION CLERK

)



Blanca Bayo, Director
May 16, 2002
Page 2

Each share of holding company stock previously issued to NUI was then cancelled. This
transaction resulted in NUI becoming a wholly owned subsidiary of Holding Company.

On March 28, 2001 NUI 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 NUI common
stock (see Ex. A, SEC Form S-4 Registration Statement). = No other securities were
1ssued during the fiscal year ending September 30, 2001,

Please contact me should you have additional questions.
Very truly yours,

Tttr Rt pecsen FEFe/ o

Mary Patricia Keefe

Associate General Counsel
and

Director of Regulatory Affairs

MPK:mab
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As filed with the Securities and Exchange Commissicn on October 5, 2000

(No. 333-46036)

SECURITIES AND EXCHANGE COMMISSION
Washaington, D.C. 20549

PRE-EFFECTIVE

AMENDMENT NO. 1 TO
FORM 5-4
REGISTRATION STATEMENT
Under
The Securities Act of 1933

NUI CORPORATION
(Exact name of co-registrant as specified in 1ts charter)

4924 22-1869941
(Primary Standard Industrial (I.R.S. Employer
Identification Number)

New Jersey
{State or other jurisdiction
of Classification Code Number)
incorporation or
organization)

NUI HOLDING COMPANY
{Exact name of co-registrant as specified 1in 1ts charter)

22-3708029
(I.R.S. Employer
Identification Number

New Jersey 6719
(State or other Jjurisdiction (Primary Standard Industrial
of Classification Cocde Number)
incorporation or
organization)

NUI Corporation James R. Van Horn, Esg.

NUI Holding Company
550 Route 202-206
P.0O. Box 760
Bedminster, New Jersey 07921-0760
{908) 781-0500

(ARddress, including zip code, and telephone
number,
including area code, of co-registrant's
principal executive offices)

Copies to:

http://ccbn.tenkwizard.com/print. php?repo=tenk&ipage=1221033&attach=ON&doc=1

Chief Administrative Officer,
General Counsel and Corporate Secretary
550 Route 202-206
P.0O. Box 760
Bedminster, New Jersey 07921-0760
(908) 781-0500
(Name, address, including zip code, and
telephone number,
including area code, of agent for service)
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Gary E. Thompson, Esq. Elizabeth A. McClanahan, Esq. Jane Whitt Sellers, Esqg.
Hunton & Williams Penn, Stuart & Eskridge McGuireWoods LLP
Riverfront Plaza, East Tower 208 East Main Street Cne James Center
951 East Byrd Street Abingdon, Virginia 24212 901 East Cary Street
Richmond, Virginia 23219 (540) 628-5151 Richmond, Virginia 23219
(804) 788-8200 (804) 775-1000

Approximate date of commencement of proposed sale to the public: as soon as
practicable after this Registration Statement becomes effective.

If the securities being registered on this form are being offered in
connecticn with the formation of a holding company and there is compliance
with General Instruction G, check the following box: [_]

If this form 1s filed to register additional securities for an offering
pursuant to Rule 462{b) under the Securities Act, check the following box and
list the Securities Act registration statement number of the earlier effective
registration statement for the same offering: [_]

If this form is a post-effective amendment filed pursuant to Rule 462(d)
under the Securities Act, check the following box and list the Securities Act
registration statement number of the earlier effective registration statement
for the same offering: [_]

The registrant hereby amends this Registration Statement on such date or
dates as may be necessary to delay its effective date until the registrant
shall file a further amendment which specifically states that this
Registration Statement shall thereafter become effective in accordance with
Section 8(a) of the Securities Act of 1933 or until this Registration
Statement shall become effective on such date as the Commission, acting
pursuant to said Section 8(a), may determine.

VIRGINIA GAS COMPANY
MERGER PROPOSAL -- YOUR VOTE IS VERY IMPORTANT

Virginia Gas Company's board of directers has unanimously approved a merger
and a merger agreement with NUI Corporation and 1is seeking your approval of
this impertant transaction.

The Virginia Gas board believes that the merger is in your and Virginia
Gas's best interests and unanimously recommends that you vote FOR approval and
adoption of the merger agreement.

If we complete the merger, Virginia Gas's stockholders will receive $4.00
worth of NUI common stock for each Virginia Gas share that they own. The number
of shares of NUI common stock that Virginia Gas's stockholders will receive
will be based on the average trading price of NUI common stock during the 20
trading-day period ending on the seventh trading day prior to the closing of
the merger.

NUI common stock trades on the New York Stock Exchange under the symbol
"NUI." On September 29, 2000, the closing price of NUI common stock was
$30.207. It is intended that Virginia Gas stockholders will not incur federal
income tax as a result of the receipt of shares of NUI cecmmon stock.

Please see pages 15 and 16 for detailed ainformation about the exchange of
Virginia Gas common stock, as well as pages 1 and 2 for a description of
additional factors that may affect the value of the NUI common stock to be
1ssued 1n the merger, along with several other risk factors pertaining to the
merger that you should consider.

Virginia Gas has scheduled 1ts annual meeting on November 8, 2000, to vote
on the approval and adoption of the merger agreement and to elect two persons
to the Virginia Gas board. Your vote 1s important, regardiess of the number of
shares you own. Please vote as soon as possibkble to make sure that your shares
are represented at the meeting. Te grant your proxy to vote your shares, you
must complete and return the enclosed proxy card. You may also cast your vote
in person at the annual meeting. If you do not vote, it will have the same

http://ccbn.tenkwizard.com/print.php?repo=tenk&ipage=1221033&attach=ON&doc=1
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effect as voting against the merger.

In the materials accompanying this letter, you will find a Notice of Annual
Meeting, a proxy statement/prospectus relating to the actions to be taken by
Virginia Gas's stockholders at the annual meeting 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 guestions about the merger, please call Angela
Cvetkovski, Investor Relations, at (540} 676~2380.

On behalf of your board of directeors, I thank you for your support and urge
you to vote FOR approval and adoption of the merger agreement and the election
of 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 NUI or NUI Holding commen stock to be issued
under this document or determined if thilis document is accurate or adequate.
Any representation to the contrary is a criminal offense.

This proxy statement/prospectus 1s dated October 5, 2000, and is

first being mailed to stockholders on or about Octoker 6, 2000.

This document 1s the proxy statement of Virginia Gas Company for its annual
stockholder meeting and the prospectus of NUI Cerporation and NUI Holdaing
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 Gas Company, NUI Corporaticn and NUI Holding
Corporation that 1s not included in this proxy statement/prospectus. See "WHERE
YOU CAN FIND MORE INFORMATION" for additional information about the companies
that 1s on file with the Securiaties 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 this information by November 1, 2000.
You may obtain these documents without charge by writing or calling Virginia
Gas or NUI at the following addresses and telephone numbers:

NUI Corporation
Linda Lennox
Investor Relations
550 Route 202-206

Virginia Gas Company
Angela Cvetkovski
Investor Relations

200 East Main Street

P. O. Box 760 Abingdon, Virginia 24210
Bedminster, New Jersey 07921-0760 (540) 676-2380
(908) 781-0500 Telecopy: (540) 619-5230

Telecopy: (908) 781-0718

VIRGINIA GAS COMPANY

An annual meeting of stockholders cf Virginia Gas Company will be held at
Abingdon's Martha Washington Inn, 150 West Main Street, Abingdon, Virginia, at
10:00 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, NUI and a wholly-owned subsidiary of NUI, providing for the merger

http://ccbn.tenkwizard.com/print. php?repo=tenk&ipage=1221033 & attach=ON&doc=1 5/16/2002
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of the subsidiary of NUI with and 1into Virginia Gas.
2. To elect two persons to the Virginia Gas board of directors.

3. To act upon any other matters properly coming before the annual meeting
and any adjournment or postponement of the meeting.

only holders of record of Virginia Gas common stock at the close cof business

on September 29, 2000, are entitled to vote at the annual meeting or any
adjournments or postponements thereof. Approval of the merger proposal and the
election of directors at the annual meeting requires the affirmative vote of
the heolders of a majority of the cutstanding shares of Virginia Gas common
stock.

/s/ James E. Talkington, III

James E. Talkington, TII

Corporate Secretary

October 5, 2000

Please mark, sign, date and return your proxy promptly, whether or not you
plan to attend the annual meeting.

The Virginia Gas board of directors unanimously recommends that stockholders
vote FOR the proposal to approve and adopt the merger agreement and FOR the
election of the nominees named in this proxy statement/prespectus to the
Virginia Gas board at the annual meeting.
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QUESTIONS AND ANSWERS
Q: What am I being asked to vote on?

A: You are being asked to (1) approve and adept the merger agreement that
provides for the merger of a wholly-owned NUI subsidiary with and into
Virginia Gas, and (2) elect two persons to the Virginia Gas beoard.

Q: What will 1 receive when the merger occurs?

A: You will receive 1n exchange for each c¢i your shares of Virginia Gas common
stock $4.00 woerth of NUT common stock. However, in the event that NUI has
completed its planned corporate restructuring (which provides for the
exchange of NUI common stock for NUI Holding Company common stock) prior to
the effective time of the merger, you will receive in exchange for each of
your shares of Virginia Gas common stock $4.00 worth of NUI Holding common
stock.

Q: How do I vote my shares?

A: After carefully reading and considering the information contained in this
document, you should f£i1ll out and sign your proxy card. Then mail your
completed, signed proxy card in the enclosed prepaid return envelope as soon
as possible so that your shares can be voted at the annual meeting of
Virginia Gas stockholders.

You should return your proxy card whether or not you plan to attend the
annual meeting. If you attend the annual meeting, you may revoke your proxy
at any time before 1t is voted and vote in person.

Q: Can I change my vote after I have mailed my signed proxy?

A: Yes. You can change your vote at any time before your proxy is voted at the
annual meeting. You can do this either by (1) submitting to the Secretary of
Virginia Gas a written notice of revccation or a completed, later-dated
proxy card or (2) attending the annual meeting and veoting in person.

Q: If my shares are held in "street name" by my broker, will my broker vote my
shares for me?

A: Your broker will neot be able tc vote your shares for the merger without
instructions from you. Your broker 1s allowed to vote yocur shares for the
Virginia Gas board nominees unless you provide different instructions. You
should follow the directions provided by your broker to vote your shares.

Q: When will the merger be completed?

A: We are working to complete the merger as quickly as possible after the
annual meeting of Virginia Gas stockheclders and after all required
regulatory approvals are obtained. We expect to complete the merger during
the fourth guarter of 2000.

Q: To whom should I address gquestions?

A: If you have guest:ions, you should contact Angela Cvetkovski, Virginia Gas
Investor Relations, at (540} 676-2380.
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SUMMARY OF PROXY STATEMENT/PROSPECTUS
General

This summary highlights selected information from this proxy
statement/prospectus and may not contain all of the information that 1s
important te you. To understand the merger fully and for a more complete
description of the legal terms of the merger, you should read carefully this
entire proxy statement/prospectus and the documents incorporated by reference
in this proxy statement/prospectus. See "WHERE YOU CAN FIND MORE INFORMATICN."

Parties to the Merger

NUI Corporation Virginia Gas Company

550 Route 202-206 201 East Main Street
Bedminster, New Jersey 073921 Abingdon, Virginia 24210
(908) 781-0500 (540) 676-2380

NUI 1s a multi-state energy sales, services and distribution company
incorporated in New Jersey in 1969. NUI distributes natural gas i1n six eastern
states through operating utilities regulated by state public utility
commissions. NUI alsc provides retail gas sales, wholesale enerqgy brokerage,
customer information systems, environmental project development, and
telecommunications products and services through i1ts unregulated, wholly-owned
subsidiaries. NUI also provides sales and marketing services through a company
1in which it acquired a 49 percent interest in May 1997.

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

Virginia Gas 1s 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 10:00 a.m., local
time, at Abingdon's Martha Washingteon Inn, 150 West Main Street, Abingdon,
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 Reorganization, dated as cof June 13, 2000, among Virginia Gas, NUI
and a wholly-owned subsidiary of NUI, providing for the merger of the
wholly-owned subsidiary of NUI with and into Virginia Gas.

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

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

Only Virginia Gas stockholders of record as of the close of business on

September 29, 2000, will be entitled to notice of, and tec vote at, the annual
meeting.

Reguired Vote (see page 5)
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The affirmative vote of a majerity of the shares entitled to vote on the
record date 1s required to approve and adopt the merger agreement.

Under Virginia Gas's bylaws, the affirmative vote of the holders of a
majority of the shares entitled to vote on the record date is required for the
election of directors.

The Merger {(see page 6)

The merger agreement provides that a subsidiary of NUI will merge with and
into Virginia Gas and Virginia Gas will become a wholly-owned subsidiary of
NUI. However, 1f the NUI holding company recrganization 1s completed prior to
the merger, at NUI's election, the parties will amend the merger agreement to
provide for the merger of Virginia Gas with and inte a wholly-owned NUI Heolding
subsidiary, with the NUI Holding subsidiary surviving the merger. The merger
agreement 1s 1ncluded 1n this proxy statement/prospectus as Annex A.

NUI's Reasons for the Merger {see page 11)

NUI believes that Virginia Gas's existing and potential natural gas storage
and pipeline assets should provide NUI with the ability to capitalize upon
advantageous energy trading opportunities. NUI believes that Virginia Gas's
propane and natural gas distribution businesses should complement NUI's
residential and commercial energy delivery operations in an efficient and
profitable manner.

Virginia Gas's Reasons for the Merger (see page 9}

The Virginia Gas board determined to recommend the merger after
consideration of a number of factors. The most important factors included the
Virginia Gas board's belief that the merger will:

provide the capital needed tc complete pipeline and storage expansion
necessary to optimize the value of Virgania Gas's assets;

. provide the capital needed to comply with the financial covenants under
and/or refinance existing Virginia Gas indebtedness;

enable the comblined company to provide better service to Virginia Gas
customers;

provide access to new markets for Virginia Gas's natural gas storage
services; and

allow Virginia Gas stockholders to participate in future growth through their
ownership 1n the combined business.

The Virginia Gas board also toock into consideration that the merger
consideration of $4.00 per share of Virginia Gas commen stock represented a
premium of approximately 37 percent over the closing sales price of Virginia
Gas common stcck on the last trading day prior to the announcement of the
merger, and a premium of approximately 47 percent over the average closing
sales prices of Virginia Gas common stock during the 20 trading days prior to
the announcement of the merger.

After comparing the possible alternatives available or believed likely to be
avallable to Virginia Gas, including the continued operation of Virginia Gas as
an independent entity, the Virginia Gas board determined that the merger was in
the best interests of Virginia Gas and its stockheolders.

Recommendation to Stockholders (see pages 11 and 47)

The Virginia Gas board believes that the merger i1s in your and Virginia
Gas's best interests and unanimously recommends that you vote FOR approval and
adoption of the merger agreement. The Virginia Gas becard also recommends that
you vote FOR the election of the nominees named in this proxy
statement/prospectus to the Virginia Gas board.

Opinion of Virginia Gas's Financial Advisor (see page 11)

On June 13, 2000, CIBC World Markets, Virginia Gas's financial advisor,
delivered an opinion to the Virginia Gas board that, as of the date the
Virginia Gas board approved the merger agreement, the merger consideration was
fair to Virginia Gas stockholders from a financial point of view, subject to
the factors, qualifications and assumptions described in its opinion. The
complete opinicn of CIBC, as well as 1ts updated opinion, dated October 3,
2000, are attached as Annexes B and C, respectively. You should read the
opinions 1n their entirety.
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Merger Consideration {see page 6)

Under the merger agreement, each share of Virginia Gas common stock will be
converted into the number of shares of NUI commen stock {or, in the
alternative, NUI Holding commen stock if the NUI holding company reorganization
has been completed) having a market value of $4.00, as determined by the
average trading price of NUI or NUT Helding common stock, as applicable, on the
New York Stock Exchange during a 20 trading-day computation period prior to the
closing of the merger.

No fractional shares of NUI cr NUI Holding common stock will be 1ssued as
merger consideration. Instead, Virginia Gas stockholders will receive in cash
the value of any fraction of a share that they weculd otherwise have been
entitled to receive. See "PROPOSAL NO. 1: THE MERGER--Exchange of Certificates"
an page 15.

Material Federal Income Tax Consequences (see page 22)

The obligations of NUI and Virginia Gas to consummate the merger are
conditioned upon their receipt of an opinion from counsel stating that the
merger will gqualify as a reorganization within the meaning of Section 368(a) of
the Internal Revenue Code.

Provided that the merger qualifies as a reorganization, nexther Virginia Gas
nor NUI will recognize any gain or loss for federal income tax purposes as a
result of the merger. The receipt of NUI or NUI Holding common stock in the
merger will generally be tax free to you for United States federal income tax
purposes, except for cash received for fractional shares.

You sheuld consult with your tax advisor about the tax conseguences of the
merger 1n light of your individual circumstances, including the applicaticn of
any federal, state, local or foreign law.

Interests of Virginia Gas's Directors and Officers in the Merger (see page 23)

You should be aware that the directors and officers of Virginia Gas have
stock option agreements and, in the case of the officers, employment
agreements, that give them interests in the merger that are different from, or
in addition to, those of other Virginia Gas stockholders. The stock option
agreements will be converted when the merger takes effect into the right to
receive cash in an amount that approximates the value of such awards. Virginia
Gas's chief executive officer has agreed to terminate his employment agreement
when the merger occurs in exchange for severance benefits. He has also agreed
to serve as a consultant to Virginia Gas for three years following the merger.
The other officers' employment agreements entitle them to continued employment
for up to one year following the merger, or compensation in lieu of such
continued employment.

Accounting Treatment (see page 25)

The merger will be accounted for as a purchase for accounting and financial
reporting purposes.

No Appraisal or Dissenters' Rights {see page 24)

Under Delaware law, you are not entitled to appraisal or dissenters' rights
in the merger.

Regulatory Matters {(see page 25)

In order to complete the merger, we must receive approval from the Virginia
State Corporation Commission for the change in control of the certificated
public utilities resulting from the merger. Prior to the merger, NUI must alsc
obtain, and has applied for, approvals from regulatory authorities in certain
other states in which NUI conducts 1ts business.

Under the Hart-Scott-Rodino Antitrust Improvements Act, the merger could not
be completed until NUI and Virginia Gas had furnished required information and
materials to the Antitrust Division of the Department of Justice and to the
Federal Trade Commission and the applicable waiting period was terminated or
expired. NUI and Virginia Gas each filed with the Department of Justice and the
Federal Trade Commissicon a Notification and Report Form with respect to the
merger on September 14, 2000. We were granted early termination of the
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applicable waiting periocd on September 27, 2000.

As with any merger in the United States, the Department of Justice or the
Federal Trade Commission has the authority to challenge the merger

S-3

on antitrust grounds before or after the merger 1s completed. We cannot provide
any assurance that the merger will not be challenged on antitrust grounds or,
if challenged, that we would prevail.

While we are not aware of any other material governmental apprevals or
actions required to complete the merger, should any approval or action be
reguired, we anticipate seeking the required governmental approval or action.
We cannot provide any assurance, however, that the approval or action, af
reeded, could be obtained within the time frame contemplated by, or on terms
consistent with, the merger agreement.

Stockholder's Agreements (see page 26)

The directors and certain executive officers of Virginia Gas have entered
into stockholder agreements to vote their shares of Virginia Gas common stock
for approval and adoption of the merger agreement.

A total of 507,968 shares of Virginia Gas common stock, representing in the
aggregate approximately 9.23 percent of the outstanding shares of Virginia Gas
common stock, are subject to these stockholder's agreements.

Interim Financing (see page 27)

NUI has agreed to provide Virginia Gas with up to $20 million in interim
financing to provide funding necessary for pipeline and gas storage development
prior to the closing of the merger. The interim financing is in the form of an
unsecured loan. The annual interest rate on the loan 15 LIBOR plus 3 percent
per year. Accrued interest and principal 1s due and payable quarterly, except
that all outstanding principal and interest is due and payable upon the first
to occur of (1) March 1, 2002, or (2) the termination of the merger agreement
(for any reason).

In connection with the interim financing made available by NUI, Virginia Gas
has granted NUI options to purchase an aggregate of 1,095,475 shares of
Virginia Gas common stock (representing approximately 19.2 percent of the
outstanding Virginia Gas common stock), which options are only exercisable 1f
the merger agreement is terminated under circumstances i1n which NUI is not
entitled to a termination fee or upon an event of a default under the interim
financing agreement.

Conditions to the Merger (see page 19)

NUI's and Virginia Gas's respective obligations toc complete the merger are
subject to the prior satisfaction or waiver of a number of customary
conditions, including the following:

the merger agreement must be approved and adopted by Virginia Gas's
stockholders;

clearance under the antitrust laws, approval by the Virginia State
Corporation Commission and all other necessary federal and state regulatory
approvals and filings must have been obtained or made;

the shares of NUI or NUI Holding common stock to be issued in the merger must
be approved for listing on the New York Stock Exchange; and

there must not have been a material adverse change in the business of NUI or
Virginia Gas between the date of the merger agreement and the date of
closing.

No Solicitation of Transactions by Virginia Gas (see page 16)

The merger agreement includes provisions that prohibit Virginia Gas from
soliciting or encouraging submission of third-party acquisition proposals, but
which permit Virginia Gas to negotiate with and furnish information tc a third

party 1f the Virginia Gas board determines that:

the third party's unsclicited proposal is at a higher price and more
favorable to Virginia Gas and 1ts stockholders than the merger; and
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fairling teo negotiate with and provide :nformation to the thard party would
result 1n a breach of the Virginia Gas board's fiduciary duties.

Termination of the Merger Agreement (see page 21)

The merger agreement may be terminated under various circumstances at any
time before completion of the merger, as summarized below. The merger agreement
may be terminated:

. by the mutual ccnsent of NUI and Virginia Gas;

by NUI 1f the Virginia Gas stockholders do not approve and adopt the merger
agreement at the annual meetaing;

. by either NUI or Virginia Gas 1f the merger has not occurred on or before
December 31, 2000 (or June 13, 2001, 1n the event that specified conditions
to the merger have not been met and the parties are working diligently to
satisfy those conditions);

by either NUI or Virginia Gas 1f there is a final, nonappealable governmental
order prohibiting the merger;

by Virginia Gas 1f it enters 1ntc a binding agreement with a third party
concerning a transaction that the Virginia Gas board determines, 1in good
faith and in the exercise of reasonable judgment, 1s at a higher price and is
more favorable to Virginia Gas and its stockholders than the merger
agreement, provided that:

. Virginia Gas complies with reguirements to notify NUI of its intent to
enter into the thaird party agreement;

NUI does not make, within two business days of receiving notice from
Virginia Gas, an cffer to amend the merger agreement that the Virginia Gas
board determines, in good faith after consultation with its financial
advisors, would make the merger agreement as amended at least as favorable,
from a financial point of view; and

Virginia Gas pays any termination fee required under the merger agreement.

. by Virginia Gas 1f NUI materially breaches the merger agreement, and the
breach is not cured within ten business days after NUI receives notice of the
breach from Virginia Gas;

by NUI if Virginia Gas materially breaches the merger agreement, and the
breach 1s not cured within ten business days after Virginia Gas receives
notice of the breach from NUI;

by NUI 1f the average trading price of NUI or NUI Holding common stock, as
applicable, used to compute the merger consideration 1s less than $19.00 per
share; or

by NUI if the Virginia Gas board withdraws or adversely modifies its
recommendation of the merger agreement.

Termination Fees and Expenses (see page 22)

Virginia Gas must pay NUI (1) a termination fee of $2.5 million plus an
amount equal to .04 times any additional cutstanding debt incurred by Virqinia
Gas following the date of the merger agreement and (2) NUI's documented out-of-
pocket expenses 1f the merger agreement is terminated for any of the following
reasons:

the merger has not been completed within the time periods contemplated by the
merger agreement due to Virginia Gas's failure to perform i1ts obligations
under the merger agreement;

. Virginia Gas stockholders fail to approve and adopt the merger agreement;

. Virginia Gas enters into an acquisition transaction with a third party;

Virginia Gas materially breaches the merger agreement, and the breach i1s not
cured within ten business days after Virginia Gas receives notice of the
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breach from NUI; or

. the Virginia Gas board withdraws or adversely modifies its recommendation of
the merger agreement.

Virginia Gas is not obligated to pay NUI a termination fee but must pay NUI
1ts documented cut-of-pocket expenses if the merger agreement is terminated by
NUI because NUI has requested the right to conduct environmental 1nvestigations
on properties of Virginia Gas in addition to properties identified in the
merger agreement and Virginia Gas elects to deny such access.

NUI must pay Virginia Gas a termination fee of $2.5 millicn and Virginia
Gas's documented ocut-of-pocket expenses if the merger agreement 1s terminated
for any of the following reasons:

the merger has not been completed within the time periods contemplated by the
merger agreement due to NUI's failure to perform 1ts cbligations under the
merger agreement; or

. NUI materially breaches the merger agreement, and the breach has not been
cured within ten business days after NUI receives notice of the breach from
Virginia Gas.

COMPARATIVE UNAUDITED PER COMMON SHARE DATA

The following table presents selected comparative unaudited per share data
for NUI on a historical and pro forma combined basis, and for Virginia Gas on a
historical and pro forma eguivalent basis, giving effect to the merger using
the purchase method of accounting. The information presented below is derived
from the consolidated historical financial statements of NUI and Virginia Gas,
including the related notes thereto, incorporated by reference into this proxy
statement/prospectus. This information should be read in conjunction with such
historaical financial statements and the related notes theretec. See "WHERE YOU
CAN FIND MORE INFCRMATION."

The per share data included herein 1s not necessarily indicative of the
results of future operations of the combined entity or the actual results that
would have been achieved had the merger been consummated prior to the periods
indicated.

The pro forma combined book value per share of NUI common stock i1s based
upon the pro forma total common equity for NUI, divided by the total pro forma
shares of NUI common stock assuming that the price of NUI common stock 1s
$26.98, the closing price of NUI common stock on June 30, 2000 (the "Pro Forma
Exchange Ratio"). The pro forma equivalent book value per share of Virginia Gas
common stock represents the pro forma combined amount per share multiplied by
the Pro Forma Exchange Ratio. The pro forma combined dividends declared assume
no changes in the historical dividends declared per share of NUI common stock.
The pro forma equivalent dividends per share of Virginia Gas common stock
represents the cash dividends declared on a share of NUI common stock
multiplied by the Pro Forma Exchange Ratio. The pro forma combined net income
per share has been computed based on the average number of outstanding shares
and common equivalent shares of NUI, and the average number of ocutstanding
shares of Virginia Gas commcn stock adjusted for the Pro Forma Exchange Ratio.
The pro forma equivalent net i1ncome per share of Virginia Gas common stock
represents the pro forma combined net i1ncome per share multiplied by the Pro
Forma Exchange Ratio.

Virginia Gas
NUI Common Stock Common Stock

Pro Forma Pro Forma
Historical Combined Historical Equivalent

Book Value:

As of June 30, 2000.......-c..04..0. 8519.95 $20.37 $6.00 $3.02
Dividends Declared:

Nine menths ended June 30, 2000.... 0.735 0.735 0.00 0.11

Fiscal year 19%99(1)...... f e e 0.98 0.98 0.0175 0.15

Net Income--Diluted:
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Nine months ended June 30, 2000.... 2.08 1.98 0.05 0.29
Fiscal year 1999(1l)........ e 1.93 1.84 0.18 0.27

{1} Virginia Gas's latest fiscal year ended on December 31, 1899. NUI's latest
fiscal year for which information 1s available ended on September 30, 1999.
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UNAUDITED SELECTED PRO FORMA
CONSOLIDATED FINANCIAL STATEMENTS

The unaudited pro Iorma consolidated balance sheet as of June 30, 2000, and
the unaudited pro forma consolidated income statements for the nine months
ended June 30, 2000, and the year ended September 30, 1999, combine the
historical information of NUI and Virginia Gas. The unaudited pro forma
consolidated financial statements have been prepared to reflect the merger
under the purchase method of accounting. Under the purchase method of
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 direct expenses, are estimated
to be more than the purchase price, resulting in "negative"™ goodwill. The
estimated values and useful 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 adjustments reflected in the unaudited pro forma consolidated
balance sheet are as 1f the transaction had occurred on June 30, 2000. The
unaudited pro forma income statement for 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 consclidated financial statements assume that NUI will purchase all
of the outstanding stock of Virginia Gas for $4.00 per share (payable in NUI
coemmon stock). The proposed transaction 1s 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 financial statements and related
notes theretc of NUI and Virginia Gas. The accompanying financial statements
are not necessarily indicative of the financial position or cperating results
that would have cccurred had the proposed transactions been consummated on the
date, or at the beginning of the period, for which the proposed transactions
are being given effect nor are they necessarily indicative of future operating
results or financial position.
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NUI CORPORATICN AND SUBSIDIARIES AND VIRGINIA GAS COMPANY AND SUBSIDIARIES

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

Twelve Months Ended September 30, 1999

NUT Virginia Gas* Pro Forma Pro Forma
Historical Historical Adjustments Combined

(In thousands, except share data)

Operating margins

Operating revenues.... $828,174 59,019 $837,193

Less: Purchased gas
and fuel............. 621,363 3,450 624,813
Energy taxes....... 14,148 102 14,250
192,663 5,467 198,130
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Other operating expenses
Operations and

maintenance. ... ..... 100,490 3,049 103,539
Depreciation and
amortization......... 26,939 1,401 $(178) (1) 28,162

Restructuring and
other non-recurring

items..... C e . (3,954) 1,262 (2,692)
Other taxes...... e 9,101 244 9, 345
Income taxes.....ce..un 16,604 (84) 16,520

149,180 5,872 (178) 154,874
Operating income........ 43,483 (405) 178 43,256

Other income and
expense, net
Equity in earnings of
TIC Enterprises, LLC,

net....co... e e . 1,223 1,223
Other e 360 2,134 2,494
Income taxXxesS......u00u (554} (554)

1,029 2,134 3,163
Interest expense........ 19,952 1,505 21,457
Net inCOmME...iuveeeaernrs $ 24,560 5 224 5178 $ 24,962

Net income per share of
common stock (basic and

diluted) ceevinvnnnnn . S 1.93 $ 1.84
Weighted average number

of shares of common

stock outstanding...... 12,715,300 816,013 13,531,313

* Virginia Gas has a December 31 fiscal 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 fiscal year-end.

See accompanying Notes to the Unaudited Selected Pro Forma Consolidated
Financial Statements on Page S5-11.

NUI CORPORATION AND SUBSIDIARIES AND VIRGINIA GAS COMPANY AND SUBSIDIARIES

Pro Forma Consolidated Statement of Income (Unaudited)
For the Nine Months Ended June 30, 2000

Nine Months Ended June 30, 2000
NUI Virginia Gas Pro Forma Pro Forma
Historical Historical Adjustments Combined

(In thousands, except share data)

Operating margins

Operating revenues........ $712,724 $7,971 $720,695

Less: Purchased gas and
fuel........ e e 531,359 3,442 534,801
Energy taxes............ 11,616 75 11,691
169,749 4,454 174,203

http://ccbn.tenkwizard.com/print. php?repo=tenk&ipage=1221033&attach=ON&doc=1 5/16/2002



10k Wizard: SEC Filings

Other operating expenses
Operations and

maintenance. . .vvoeeeeeas, 80,281
Depreciation and
amortization.....e.oieaann 21,912
Other taxes..vivvivnnrvess 7,136
Income taxes.......vuu.. ‘e 16,759
128,088
Operating income............ 41,661
Other income and expense,
net
Equity in earnings of TIC
Enterprises, LLC, net.... 369
Other. ... iiiiann 65
Income £axXesS. v eeenanwns . (152)
282
Interest expense...... N 15,125
Net income........cuiiiivnnn $ 26,818

Net income per share of

common stock (basic and

diluted).weer i nnnnn $ 2.08
Weighted average number of

shares of commeon stock

outstanding.....vvevviauaa. 12,912,975

2,714
1,108 $(133) (1}

379

89
4,290 (133)
164 133

1,610

1,610

1,491
$ 283 $ 133
816,013

See accompanying Notes to the Unaudited Selected Pro Forma Consclidated
Financial Statements on Page S-11.
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NUI CORPORATION AND SUBSIDIARIES AND VIRGI

Pro Forma Consolidated Balance Sheet

As of June 30,

NIA GAS COMPANY AND SUBSIDIARIES

(Unaudited)
2000

June 30, 2000

82,995

22,887
7,515
18,848

41,958

1,892

13,728,988

NUI
Historical

Assets
Utility plant

tility plant, at original

cost..... N $808,619
Accumulated depreciation
and amortization...... ... {276,060)
Unamortized plant
acquisition adjustments.. 29,824
562,383
Funds for construction held
by trustee.....veviisrinan. 29,758
Investment in TIC
Enterprises, LLC, net...... 25,285
Other investments........... 1,246

Current assets
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Virginia Gas Pro Forma
Historical Adjustments

{In thousands)

$50,249

(4,749)

Pro Forma
Combined

$858,868

(280,809)
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Cash and cash

equivalents.......ouuev... 1,445 898 2,343
Accounts receivable (less

allowance for doubtful

accounts of $1,987 and

$67, respectively)....... 102,015 1,017 103,032

Fuel inventories, at
average cost..... e e 20,014 182 20,196
Prepayments and cother..... 66,866 212 67,078
190,340 2,309 192,649

Other assets
Regqulatory assets......... 50,143 50,143
Deferred charges

(including goodwill)..... 15,609 12,897 $ (5,334) (1) 23,172
65,752 12,897 (5,334) 73,315
$874,764 565,173 $ (5,334) $934,603

Capitalization and
Liabilities
Capitalization
Common shareholders’

eqUItY.auaus Se st e sas e $258,880 $33,020 $(33,020) (1) $280,899
22,019 (1)

Long-term debt....... e 268,938 210 30,000 (5) 299,148

527,818 33,230 18,999 580,047

Capital lease cbligations... 2,639 2,639

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

term debt...... . ... 62,240 30,024 {30,000) (5) 62,264
Current portion of capital
lease obligations........ 1,286 1,286

Accounts payable, customer
deposits, and accrued

liabilities...vvveenunnn. 108,042 1,275 5,667 (2,3) 114,984
Overrecovered purchased
gas CcoStS.iviiviernnnns - 8,229 8,229
Federal income and other
L= 2 19,969 (265) 19,704
199,766 31,034 (24,333) 206,467

Deferred credits and other
liabilities
Deferred federal income

L= 5= T 73,768 909 74,677
Unamortized investment tax
Credifts. e e e e nnnnn. 4,906 4,906
Environmental remediation
FESEIVE. t i v tennn v nnsnnan 33,560 33,560
Requlatory and other
liabilitieSe rerennnennnn. 32,307 32,307
144,541 309 145,450
$874,764 565,173 $ (5,334) $934,603

See accompanying Notes to the Unaudited Selected Pro Forma Consolidated
Financial Statements on Page S-11.
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NOTES TC THE UNAUDITED SELECTED PRO FORMA
CONSOLIDATED FINANCIAL STATEMENTS
Note 1. Consideration and Estimated Negative Goodwill Related to the Merger

NUT will acquire all of the outstanding common stock of Virginia Gas for
$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 ($26.98), and the June 30, 2000, common shares outstanding of Virginia
Gas.

The estimated negative 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 negative goodwill
calculataion:

Common shares of Virginia Gas outstanding at June 30, 2000.... 5,504,906
Share PriCe..uuve i it nnnnnasneennss e J 4
Purchase price.....eeveviieren.. Chhsenecenr ettt e.o.. $22,019,624
Estimated fair value of net assets to be acquired*............ {33,020,000)

{11,000,376)
Estimated transaction costs (See Note 2).......... e et 751,000
Estimated restructuring and other costs (See Note 3).......... 4,915,795
Estimated negative goodwill................ e s {5,333, 581)
Amortization period............ e e e e, e - 30
Estimated yearly amortization...... e e e et et $ (177,786)
Estimated nine months amortization.......ueuweee.n.. veaeeeaesaes S (133,340)

* For purposes of these pro-forma financial statements, it 1s assumed that the
carrying value (i.e., book value) of 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 plans, estimates with respect to the effect of consolidation of
certain corporate and administrative functions, possible asset sales and other
adjustments.

Note 2. Estimated Transaction Costs Associated with the Merger

NUI will incur direct expenses related to the merger, ncluding accounting,
legal, investment banking and consulting fees. The pro forma adjustments
1nclude an estimate for NUI's merger-related costs of $0.8 million, which has
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, Virginia 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 peried. A tax provision
has not been made for the amortization of negative goodwill since it 1s not
taxable income.

Note 5. Reclassification of Long~Term Debt

NUI intends to refinance $30 million in debt previously classified as
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current by Virginia Gas due to financial covenant defaults.

5-11

SELECTED CONSOLIDATED FINANCIAL INFORMATION

NUI--Before the Merger

The following table sets forth selected consolidated financial information
of NUI. The information set forth below was selected or derived from the
financial statements and notes thereto of NUI. The unaudited interim period
financial information, in the opinion of NUI, includes all adjustments
(consisting of normal recurring accruals, unless otherwise noted) necessary for
a fair presentation for the periods sheown. Results for the nine months ended
June 3C, 2000, are not necessarily indicative of results to be expected for the
full fiscal year. The information set forth below 1s qualified in its entirety
by and should be read in conjunction with the detailed information and
consolidated financial statements, including the notes thereto, ancorporated by
reference in this proxy statement/prospectus. See "WHERE YOU CAN FIND MORE

INFORMATION. "
As of and For the
Nine Months Ended As of and For the Fiscal Year Ended
June 30, June 30, Sept. Sept. Sept. Sept. Sept.
2000 1999 30, 1999 30, 1998 30, 1997 30, 1996 30, 1995
(In thousands, except per share data)
Operating revenues..... . $712,724 $644,838 $828,174 $828,036 $608,596 $469,499 $376,884
Net income........ Ceeae 26,818 27,104 (1) 24,560(1) 12,314 (2) 19,649 14,896 5,517 (3)
Net income per common
share...coeneeiieinnann 2.08 2.13 1.93 0.98 1.75 1.52 0.60
Dividends paid per
common share........... 0.735 0.735 0.98 0.98 0.94 0.90 0.90
Total assets............ B74,764 821,067 844,226 776,847 803,665 677,662 610,165
Capital lease
obligations.....ovvunvn. 2,639 1,788 2,599 8,566 9,679 10,503 11,114
Long-term debt.......... 268,938 268,902 268,911 229,098 229,069 230,100 222,060
Common shareholders'
equity..... e $258,880 $242,154 $237,318 $222,992 $218,291 $179,107 $140,912
Weighted average commen
shares outstanding..... 12,957 12,733 12,750 12,680 12,429 11,086 9,201

Notes to the Selected Consolidated Financial Information of NUI:

Note 1. Net income results for both the nine months ended June 30, 1999, and
the fiscal year ended September 30, 1999, include pension settlement
gains and other non-recurring i1tems. The effect of these items
increased net income 1in both periods by $2.3 million (after tax), or
$0.18 per share.

Note 2. Net income for the fiscal year ended September 30, 1998, includes
restructuring and other non-recurring charges amounting to $5.9 million
(after tax), or $50.47 per share.

Note 3. Net income for the fiscal year ended September 30, 1995, i1ncludes
restructuring and other non-recurring charges amounting to $5.6 million

(after tax), or $0.61 per share.

5~12

Virginia Gas--Before the Merqger
The following table sets forth selected consoclidated financial information

of Virginia Gas. The information set forth below was selected or derived from
the financial statements and notes thereto of Virginia Gas. The unaudited
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interim period financial information, in the opinion of Virginia Gas, includes
all adjustments (consisting of normal recurring accruals, unless otherwise
noted) necessary for a fair presentation for the periods shown. Results for the
six months ended June 30, 2000, are not necessarily indicative of results to be
expected for the full fiscal year. The information set forth below is qualified
in 1ts entirety by and should be read i1n conjuncticon with the detailed
information and consolidated financial statements, including the notes thereto,
incorporated by reference in this proxy statement/prospectus. See "WHERE YOU
CAN FIND MORE INFORMATION."

As of and For
the Six Months

Ended As of and For the Fiscal Year Ended
June June Dec Dec Dec Dec. Dec
30, 30, 31, 31, 31, 31, 31,
2000 1999 1999 1998 1997 1996 1995

(In thousands, except per share data)

Operating revenues...... $ 5,591 $ 4,558 $ 8,403 $ 8,166 5 7,898 $ 1,773 $ 1,494
Net income (loss)
available to common

shareholders........... 263 926(1) 1,006(1) (1,120) (2) 851 348 428
Net income (loss) per

common share........... 0.05 0.17 0.18 (0.20) 0.22 0.21 0.62
Dividends paid per

COmMMON Share......oen.. 0.00 0.04 0.04 0.07 0.07 0.02(4) 0.31(4
Total assets..ovveeneo.. 65,173 60,553 64,727 60,462 55,838 33,510 22,356
Long-term debt.......... 210(3) 24,254 210(3) 24,254 19,728 12,138 12,886
Common shareholders'

equUitY. et ... $33,020 $32,677 $32,7157 531,944 $33,315 $15,613 $ 3,705
Weighted average common

shares outstanding..... 5,505 5,505 5,505 5,505 3,943 1,638 696

Notes to the Selected Consolidated Financial Information of Virginia Gas:

Note 1. Net 1ncome results for both the six months ended June 30, 1999, and the
fiscal year ended December 31, 1999, include Virginia Gas's portion of
the gain on fixed asset sales by a 50 percent owned affiliate. The
effect of these i1tems increased net income i1n both periecds by $401,000
(after tax), or $0.07 per share.

Note 2. Net income for the fiscal year ended December 31, 1998, includes
restructuring and other non-recurring charges of $1.1 million (after
tax), or $0.21 per share. Net income for the fiscal year ended December
31, 1998, also includes Virginia Gas's portion of restructuraing and
other non-recurring charges incurred by its two 50 percent owned
affiliates. These charges were $480,000 (after tax), or $0.09 per
share.

Nete 3. Leong-term debt as of December 31, 1999, and June 30, 2000, does not
include 524 million in debt that was classified as current due to a
debt covenant default.

Note 4. Amounts represent weighted average dividends per commen share.

5-13

RISK FACTORS
In addition te the other information included or incorporated by reference
1n this proxy statement/prospectus, you should consider carefully the matters
described below in determining whether to approve and adopt the merger
agreement.

Virginia Gas faces significant risks if the merger is not consummated.

The merger and the interim financing made available by NUI (up to $20
million) provide Virginia Gas with the opportunity to optimize the value of ats
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pipeline and storage assets and to do so without liguidation of its strategic
assets. However, 1f the merger is not completed, Virginia Gas faces the
following risks:

. Virginia Gas is not 1in compliance with certain covenants in its principal
debt agreements and, absent an alternative source of financing or a
conversion of a substantial portion of its assets to cash, Virginia Gas
has no present means of curing these covenant defaults, which has
resulted 1n Virginia Gas's independent auditor expressing uncertainty
regarding Virginia Gas's ability to continue as a going concern. Virginia
Gas's lenders have the right to demand the amounts due {(approximately $33
million, including prepayment penalties) at any time. If the lenders
exercise their rights and seek remedies available to them under the loan
decuments, NUI has the right to declare amounts outstanding under the
interim financing made available by NUI immediately due and payable. In
the event Virginia Gas's lenders or NUI demand repayment of the amounts
due from Virginia Gas, the forced liquidation or bankruptcy of Virginia
Gas may be necessary. In these circumstances, Virginia Gas stockholders
may lose their entire investment 1n Virginia Gas.

. The interim financing made available to Virginia Gas by NUI contemplates
that all outstanding amounts will become immediately due and payable in
the event that the merger agreement 15 terminated for any reason. In such
event, the forced liquidation or bankruptcy of Virginia Gas may be
necessary. In these circumstances, Virginia Gas stockholders may lose
their entire investment in Virginia Gas.

While the interim financing made available by NUI is expected tc provide
the resources 1initially required for expansion of the pipeline and
storage assets, additional amounts will be needed to complete these
projects to the degree and on the schedule that Virginia Gas's board
believes 1s necessary to optimize their value. It 1s unclear whether, on
what terms and how guickly Virginia Gas would be able to attract
additional capital if the merger does not take place.

We may not be able to complete the merger because we may not be able to
obtain the reguired regulatory approvals on satisfactory terms.

Before we complete the merger, we must make filings with and/or receive
approvals from the Virginia State Corporation Commission. A joint applicatiocn
has been filed with the Virginia State Corporation Commission requesting that
the Commission review the merger and issue the necessary regulatory approvals.
Prior to the merger, NUI must also obtain, and has applied for, approvals from
regulatory authorities in certain other states in which NUl conducts its
business, While we do not believe that any other formal state public utility
commission approvals are required for the merger, NUI will continue to work
constructively with state regulators regarding their jurisdiction over NUI and
NUI Helding. Obtaining the required regulatory approvals could delay the
clesing of the merger for a significant period of time after you have approved
and adopted the merger agreement at the annual meeting. We cannot assure you
that we will obtain the required regulatory approvals or, 1f obtained, whether
the terms and conditicns of the approvals will be satisfactory.

Following NUI's holding company recorganization, dividends on NUI Holding
common stock will depend, 1in part, on the ability of its subsidiaries to pay
dividends.

In addition te the future financial performance of 1ts subsidiaries, the
ability of NUI Holding's subsidiaries to pay dividends to NUI Holding will
continue te be subject to the limits imposed by:

state law;

the provisions of their respective charters and bylaws;

the prior rights of holders of existing and any future preferred stock
issued by those subsidiaries;

the prior rights of holders of existing and any future bonds issued by
those subsidiaries; and

the prior rights of holders of existing and future long-term debt, and
other restrictions in connectien with other liabilities of those
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subsidiaries.

The common stock price of NUI (and NUI Holding following completion of NUI's
holding company reorganization) may fluctuate causing your investment in NUI
and NUI Holding to lose value.

NUI and NUI Holding common stock could experience in the future substantial
price volatility as a result of a number of facters, i1ncluding the following:

quarter to guarter variations in actual or anticipated financial results;
acquisitions or other significant corporate developments;

other announcements by NUI or NUI Holding, their competitors or their
customers;

government regulations; and
industry developments.

In additien, 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 cperating performance of the specific
companlies whose stock 1s traded. Broad market fluctuations, as well as economic
conditions, both generally and in NUI's industries specifically, may adversely
affect the market price of NUI and NUI Holding common stock.

A CAUTION ABOUT FORWARD-LOOKING INFORMATION

This proxy statement/prospectus {including information incorporated by
reference) contains forward-looking statements relating to the fipancial
condition, results of operations, plans, objectives, future performance and
business of NUI, NUI Helding 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™
or 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
"RISK 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 SEC and the Virginia State
Corporaticn Commission;

legislative and regulatory initiataives that impact the speed and degree
of industry restructuring of the electric utilaity and natural gas
industries;

the ability of NUI or NUI Holding to cobtain adequate and timely rate
recovery of costs and return eon invested capital, including potential
stranded costs arising from industry restructuring and other necessary
regulatory approvals;

general industry trends and the effects of vigorous competition frem
other energy suppliers;

. changes in the economy of geographic regions served by NUI, NUI Holding
and Virginia Gas affecting customer growth and usage;

customer business and economic ceonditions, including demand for their

products or services and supply of labor and materials used in creating
their products and services;

. 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 Commissicn and similar agencies with regulatory oversight;

. employee workforce factors, including loss or retirement of key
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executives, collective bargaining agreements with union employees or work
stoppages; and

technological developments resulting in competitive disadvantages and
creating the potential for 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 contrel of NUI, NUI
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, NUI Helding 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, NUI Helding nor Virginia Gas undertakes any obligation to publicly release
any revisions to these forward-lcoking 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."

THE ANNUAL MEETING

This proxy statement/prospectus and the accompanying proxy are being
furnished to Virginia Gas stockholders in connection with the solicitation of
the enclosed proxy by management on behalf of the Virginia Gas board for use at
the Annual Meeting of Stockholders to be held on November 8, 2000, at 10:00
a.m., local 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 Cctober 6, 2000.

What is the purpose of the annual meeting?

At Virgania Gas's annual meeting, stockholders will act upon the matters
described an the accompanying notice of meeting. This includes the election of
two directors and the approval and adoption of the merger agreement among
Virginia Gas, NUI 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 tc questions from stockholders.

Who 1s entitled to vote?

Only stockholders of record at the close of business on the record date,
September 29, 2000, are entatled to recexve 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 of the shares of Virginia Gas common stock outstanding on the record
date will constitute a quorum. A quorum 1s required for business tc be
conducted at the meeting. If you submit a properly executed proxy card, even if
you abstain from voting, you will be considered part of the guorum. 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 I vote?

Sign and date each proxy card you receive and return it in the enclosed
prepaid return envelope. If the enclosed proxy 1s properly signed and returned
to Virginia Gas, the shares represented thereby will be voted at the annual

meeting in accordance with its terms.

If you return your signed proxy card but do not mark the boxes showing how
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you wish to vote, your shares will be voted FOR the election of the Virginia
Gas board nominees named i1n the proxy statement and FCR approval and adoption
of the merger agreement.

Can I change my vote after I return my proxy card?

Yes. Even after you have submitted your proxy, you may change your vote at
any time before the proxy 1s exercised at the meeting. Regardless of the way in
which you submitted your original proxy, you may change it by:

returning a later-dated signed proxy card;

. delivering a written notice of revocation to the Corporate Secretary in
person, at 200 East Main Street, Abingdon, Virginia 24210 or c/o First
Union National Bank, 1525 West W.T. Harris Boulevard, 3C3, Charlotte,
North Carolina 28288-1153; or

voting in person at the meeting.

What are the Virginia Gas board's recommendations?

The Virginia Gas beoard’'s recommendations are set forth after the descripticn
of each item 1n this proxy statement/prospectus. In summary, the Virginia Gas
board recommends a vote:

FOR approval and adoption of the merger agreement (see Proposal No. 1 on
page 6); and

. FOR election of the nominated directors (see Proposal No. 2 on page 46).

Unless you give other instructions on ycur proxy card, the persons named as
proxy holders on the proxy card will vote in accordance with the
recommendations of the Virginia Gas board.

With respect to any other matter that properly comes before the meeting, the
proxy holders will vote as recommended by the Virginia Gas board or, if no
recommendation is given, in their own discretion.

What vote is reguired to approve each i1tem?

For Proposals No. 1 and 2, the affirmative vote of the holders of a majority
of the shares of Virginia Gas common stock entitled to vote on the record date
1s required for approval. A properly executed proxy marked "ABSTAIN" with
respect to any item will not be voted, although it will be counted for purposes
of determining whether there 1s a guorum. Accordingly, an abstention will have
the effect of a negative vote,

If you hold your shares in "street name" through a broker or other nominee,
your broker or nominee will not be permitted to exercise voting discretion with
respect to the proposal to approve and adopt the merger agreement. Thus, if you
do not give your broker or nominee specific instructions, your shares will not
be voted on Proposal No. 1 and will not be counted in determining the number of
shares necessary for approval for that proposal. Shares represented by such
"broker non-votes" will, however, be counted in determining whether there 1s a
quorum.

Who will count the vote?

A representative of First Umion, our independent stock transfer agent, will
count the votes and act as the inspector of election.

What does 1t mean if 1 receive more than one proxy card?

If your shares are registered differently and are in more than one account,
you may receive more than one proxy card. To ensure that all of your shares are
voted, sign and return all proxy cards. We encourage you to have all accounts
registered in the same name and address (whenever possible). You can accomplish
this by contacting our transfer agent, First Union, at (704) 590-7382.

How wi1ll voting on any other business be conducted?
Although we do not know of any business to be considered at the 2000 annual

meeting other than the proposals described i1n this proxy statement/prespectus,
1f any other business 1s presented at the annual meeting, your proxy gives
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authority to the persons named as proxy holders on the proxy card to vote on
such matters at their discretion.

Who pays for this proxy solicitation?

The expense of preparing, assembling, pranting and mailing the form of proxy
and this proxy statement/prospectus will be shared egually by Virginia Gas and
NUI. Such expenses may also include the charges and expenses of banks,
brokerage houses and other custodians or fiduciaries tc transmit the proxy
material to the beneficial owners of shares. Some Virginia Gas officers and
employees may solicit proxies personally, by telephone or by mail, and will not
be additionally compensated. The firm of Corporate Investor Communications,
Inc. has been retained to assist in the solicitation of proxies at a fee
estimated not to exceed $5,000, plus direct out-of-pocket expenses. Brokerage
houses, nominees and fiduciaries have been requested to forward proxy
soliciting material to the beneficial owners of the stock held of record by
them, and Virginia Gas will reimburse them for their charges and expenses.

5

PROPOSAL NO. 1: THE MERGER

The following descraiption of the merger and the merger agreement does not
purport toc be complete and 1s gualified in 1ts entirety by reference to the
full text of the merger agreement, a copy of which is included in this proxy
statement/prospectus as Annex A,

Description of the Merger

Form of the Merger. NUI, a wholly-owned subsidiary of NUI and Virginia Gas
have entered into a merger agreement, which provides that, if all the
conditions set forth in the merger agreement are satisfied or waived, the NUI
subsidiary will merge with and into Virginia Gas. Virginia Gas will be the
surviving corporation in the merger. In the event that the NUI heolding company
reorganization 1s completed prior to the completion of the merger, and at NUI's
election, the parties will amend the merger agreement to provide for the merger
of Virginia Gas with and into a wholly-owned NUI Holding subsidiary, with the
NUI Holding subsidiary surviving the merger.

Consideration to be Received in the Merger. On the date the merger becomes
effective, each 1ssued and ocutstanding share of Virginia Gas common stock
(excluding shares of Virginia Gas common stock held by NUI) will be converted
into, and become exchangeable for, shares of NUI common stock having a market
value of $4.00. Shares of Virginia Gas ceommon stock held by NUI will be
canceled.

The number of shares of NUI common stock that Virginia Gas stockholders will
receive will be based on the average trading price of NUI common stock during
the 20 trading-day period ending on the seventh trading day prior to the
closing of the merger.

In the event that the NUI holding company reorganization 1s completed prior
to the effective time of the merger, each i1ssued and outstanding share of
Virginia Gas common stock (excluding shares of Virginia Gas common stock held
by NUI) will be converted into, and become exchangeable for, shares of NUI
Holding common stock having a market value of $4,00. The number of shares of
NUI Holding common stock to be received in the merger will be calculated in the
same manner described above using the price of NUI Helding common stock. See
"PENDING NUI HOLDING COMPANY REORGANIZATION."

Upon the conversicn of the shares of Virginia Gas commen stock pursuant to
the merger, no Virginia Gas common stock will be outstanding {other than shares
held by NUI}. Each certificate representing Virginia Gas common stock will
thereafter represent only (1) the right to receive, upon surrender of the
certificate, the merger consideration and (2) with respect tc NUI common stock
to be issued in exchange therefor, the right {(a) to receive any dividends or
other distributions, without interest, with a record date at or after the date
the merger becomes effective and [(b) to vote at any meeting of NUI or NUI
Helding shareholders the number of whole shares of NUI or NUI Holding common
stock represented by the certificate.

Background of the Merger
From 1987 to 1992, substantially all of Virginia Gas's income was derived

from exploration, development and production of natural gas and from fees
derived from managing natural gas wells. From 1993 to 1996, Virginia Gas's
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income 1ncreased primarily as a result of the expansion of its natural gas
storage operations. In 1996 and 1997, Virginia Gas initiated 1ts propane
distribution and gas marketing operations. Virginia Gas's propane distribution
operaticns have grown steadily since then. In 1998, Virginia Gas completed
construction of 35 miles of pipeline and began serving a local distribution
company with transmission services at two delivery points.

During 1998, Virginia Gas's business hastoery, as well as industry
developments relating to deregulation and increased demand for energy services,
led 1t to conclude that substantial opportunity existed 1f Virginia Gas could
expand into new markets and better develop its current markets. Virginia Gas
began positioning i1tself for

expansion of its pipeline and storage assets, including possible significant
extension of 1ts papeline into eastern Virginia. These activities included
exploring sources of additional external capital for the pipeline extension and
related gas storage expansion.

In m1d-1998, Virginia Gas retained CIBC World Markets Corp. to asslst it an
connection with these initiatives. These efforts were not successful and in the
fall of 1998, the Virginia Gas beard determined to focus on a less extensive
prolect, that is, the extension cof its pipeline to Roanoke, Virginia, and
related storage capacity expansion at Saltville, Virginia.

In the spring of 1999, Virginia Gas retained Wachovia Securities, Inc. to
assist with the development of additional financing sources for the Roancke
expansion (other than through a public offering of equity securities, which the
Virginia Gas board had determined would not be timely). Wachovia Securities
assisted Virginia Gas in preparing an offering memorandum for potential
financing sources and facilitated a road-show for potential investors 1in the
summer of 18999. These efforts were also unsuccessful.

Meanwhile, i1n June 1999, Virginia Gas re-engaged CIBC to assist Virginia Gas
in developing strategic alternatives. At approximately the same time, Virginia
Gas received an unsolicited inquiry from a publicly~held energy company that
indicated a possible interest in acquiring Varginia Gas. However, following due
diligence, this company declined to make an offer. In connection with
1dentifying possible transactions for the sale of Virginia Gas or its assets,
CIBC i1dentified and contacted 166 prospective bidders between August 1999 and
February 2000. CIBC received 23 executed confidentiality agreements from
prospective bidders. Each of the prospective bidders that executed a
confidentiality agreement was provided a Confidential Information Memorandum
that presented an overview of Virginia Gas's financial and operating
performance. CIBC received and forwarded to Virgainia Gas indications of
interest from nine prospective bidders that tock several forms, including (1)

the sale of all of Virginia Gas's outstanding common stock, (2) the sale of all
of Virginia Gas's assets and {3) the sale of a portion of Virginia Gas's
assets.

At the regular meeting of the Virginia Gas beoard held on November 3, 1999,
CIBC made a presentation to Virginia Gas's directors on the continued strategic
options available to Virginia Gas. At that time, the Virginia Gas board
determined that none cof the indications of interest that had been received to
date represented sufficient value. In particular, none of these i1ndications of
interest exceeded the then-current market value of the Virginia Gas common
stock. The Virginia Gas board was advised at this meeting that a Virginia Gas
management group may have been interested in making a propesal for the purchase
of Virginia Gas. Consequently, the Virginia Gas board formed a special
committee to work with CIBC for further consideration of Virginia Gas's
strategic alternatives.

On December 6, 1999, a management group presented a preliminary, non-binding
indication of interest to the Virginia Gas board for consideration. Under the
management group proposal, each Virginia Gas stockholder, other than members of
the management group and certain other stockhelders that indicated an interest
in joaning the group, would be offered $4.00 i1n cash for each share of Virginia
Gas common stock that they owned. This amount represented a 33 percent premium
to the closing price of Virginia Gas's common stock on the day the proposal was
made .

The management group proposal was subject to a number of conditions,
including obtaining acceptable financing. In February 2000, the Virginia Gas
board provided the management group until mid-March 2000 to obtain a financing
commitment and submit a draft definitive agreement. The management group was
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unsuccessful i1n obtaining a financing commitment in this time frame.

Since no firm interim or long-term financing had been located for Virginia
Gas's expansion projects and it was anticipated that approximately $6 million
in debt needed to be repaid by July 1, 2000, on February 22, 2000, the Virginia
Gas board determined that Virginia Gas should investigate the potential sale of
1ts propane, natural gas exploration and distribution operations. Any sale of
these operations required approvals from

7

Virginia Gas's senior lenders and the 30 percent stockholder of the
distribution entity. Efforts were made by management and CIBC to locate
potential purchasers for these specific operations.

NU1's corpeorate development program has included an ongoing relationship
with the i1nvestment banking firm of Berenson, Mineila & Co. In early February
2000, Berenson was notified by CIBC that Virginia Gas was seeking prospective
purchasers for some or all of Virginia Gas's operations. Berenson informed NUI
management of this contact by CIBC, and NUT management requested Berenson to
inform CIBC ¢f NUI's interest in Virginia Gas. As a result of these contacts,
1n mid-February 2000, NUI executed a confidentiality agreement with Virginia
Gas and commenced a preliminary review of due diligence materials provided by
CIBC. In addition to reviewing these due diligence materials, NUI management,
as well as Berenson, held discussions with management representatives of
Virginia Gas regarding its operations. On March 13, 2000, NUI submitted a
preliminary, non-binding indication of interest to the Virginia Gas Board with
a value in the range of $3.25-$3.75 per share of Virginia Gas common stock.

By letters dated March 15, 20, and 22, 2000, another publicly-held energy
company submitted a series of preliminary, non-binding indications of interest
for the acquisition of Virginia Gas's Early Grove and Saltville gas storage
fields and Virginia Gas's 35 mile intrastate paipeline system, subject to
certain terms and conditions. The final proposal for these assets, made on
March 22, 2000, was $52 million pre-tax ({(consisting of the assumption of
approximately $31 million 1n long term-debt, with the remainder payable to
Virginia Gas in cash). The propesal was contingent, among other things, upon
Virginia Gas's acquasition, at 1ts own expense, of the 50 percent interest in
the storage company that it did not own and Virginia Gas's agreement to deal
exclusively with the bidder regarding the sale of the assets until April 17,
2000.

On March 24, 2000, NUI medified its non-binding proposal to acquire Virginia
Gas 1n a transaction in which Virginia Gas stockholders would receive $4,00 of
value for each Varginia Gas commen share that they owned. Representatives of
NUI indicated their willingness tc structure the transaction as a stock-for-
stock exchange or offer Virginia Gas stockholders a combination of both cash
and stock. NUI's proposal was contingent upon the successful renegotiation of
the employment agreement with Michael L. Edwards, Virginia Gas's President and
Chief Executive Officer, and favorable results of a due diligence
investigation.

Cn March 24, 2000, Virginia Gas learned through CIBC that another publicly
held energy company had indicated an interest in purchasing Virginia Gas in a
transaction in which Virginia Gas stockholders would receive $3.25 of value for
each Virginia Gas common share that they owned. Consideration would be in the
form of the other company's stock or cash or a combination of cash and stock.
This proposal was never confirmed in writing.

The Virginia Gas board determined on March 28, 2000, that the best interests
of Virginia Gas and 1ts stockholders would be served by pursuing the March 24,
2000, NUI non-binding proposal to purchase all of Virginia Gas's outstanding
common stock. Before deciding to proceed with negotiations with NUI, the
Virginia Gas board considered, on a fully informed basis, the likely
conseguences of Virginia Gas continuing to operate as an i1ndependent entity and
all indications of interest that it had received regarding the acguisition of
the stock or assets of Virginia Gas or 1ts affiliates. The Virginia Gas board
alsc obtained an independent preliminary financial and tax analysis of the
proposed transactions. The Virginia Gas board believed the NUI proposal was
superior to all other alternatives for several reasons. A great deal of
uncertainty surrounded Virginia Gas continuing to operate independently. No
financing had been obtained for the management buyout proposal. The $3.25
proposal had not been confirmed and was at a lower price per share than the NUI
proposal. Finally, the NUI proposal appeared superior to the proposal to
purchase solely the storage and pipeline assets because the asset purchase
proposal (1} required Virginia Gas to continue to operate and ultimately to
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liquidate 1ts other assets with no certainty as to price or taming, (2)
required the purchase of the 50 percent interest in the storage company with no
certainty as to price or timing, {(3) reguired the payment of taxes at the
corporate level as well

as the stockholder level, (4) reqguired exclusive negotiations with the bidder
and (5) delivered less economic value to Virginia Gas stcckholders than the NUI
proposal, under a best case analysis.

Virginia Gas appointed a special negotiation committee for the purpose of
conducting good faith discussions with NUI i1n an attempt to reach a definitive
agreement for the sale of all outstanding shares of Virginia Gas commoen stock
to NUI. The special negotiation committee was comprised of representatives from
CIBC, Virginia Gas's legal advisors and Virginia Gas's management team.

Negotiations relating to the proposed transaction with NUI continued during
April and early May 2000. NUI negotiated directly with Mr. Edwards regarding
his employment contract and, while not a condition teo its proposal, NUI also
discussed the purchase of the 50 percent interests not owned by Virginia Gas in
the distribution and storage companies with the owner of those interests.

On April 28, 2000, NUI's legal advisors provided an i1nitial draft of the
merger agreement to Virginia Gas and its legal and financial advisors. On May
16, 2000, CIBC reported to the Virginia Gas board that both management and
counsel for Virginia Gas had provided comments on the draft merger agreement
and that CIBC anticipated a response from NUI in the near future. An agreement
had been reached by NUI with Mr. Edwards concerning his employment contract,
but no agreement was reached by NUI to purchase the 50 percent interests not
cwned by Virginia Gas an the distribution and storage companies.

On May 22, 2000, Virginia Gas's legal advisors met with a representative of
NUI and NUI's legal advisors to negotiate the terms of the merger agreement,
including the scope of representations and warranties, the conditions to
closing, the treatment of outstanding Virginia Gas stock options in the
transaction, events permitting either party to terminate the transaction, the
circumstances under which the parties would be required to pay a termination
fee and the size of such fee.

From June 1 through June 12, 2000, representatives of Virginia Gas and its
legal advisors had a series of telephone conversations with representatives of
NUI and 1ts legal advisors concerning certain unresclved issues related tc the
draft merger agreement. Certain of those issues were resolved by June 12, 2000,
while negotiations related tec other 1ssues, primarily relating to the terms of
any interim financing, the status of the agreement for the expansion of the
Saltville facility and certain environmental matters, continued through
execution of the merger agreement.

On June 13, 2000, the Virginia Gas board ccnvened to discuss and further
evaluate the NUI offer and the proposed definitive merger agreement. After
considering detailed reports from Virginia Gas's management and legal advisors,
and follewing the receipt of the opinicon of CIBC that the NUI merger proposal
was fair to Virginia Gas's stockholders from a financial point of view, and
after thoroughly reviewing the proposed merger agreement between Virginia Gas
and NUI, the vVirginia Gas board veted unanimously to enter into the merger
agreement and to recommend that Virginia Gas's stockholders vote to approve and
adopt the merger agreement.

Late in the evening or June 13, 2000, the agreement for the expansion of the
Saltville facility was signed and NUI and Virginia Gas entered intc the merger
agreement. On June 14, 2000, NUI and Virginia Gas publicly announced that they
had entered i1nto a definitive merger agreement providing for the merger of a
wholly-owned NUI subsidiary into Virginia Gas.

Reasons of Virginia Gas for the Merger
At its meeting on June 13, 2000, the Virginia Gas board voted unanimously to

enter into the merger agreement and to recommend to Virgania Gas's stockholders
to vote to approve and adopt the merger
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agreement. The Virginia Gas board made its determination after careful
consideration of, and based on, a number of factors, including the following
material factors:

Virginia Gas's belief that the merger will:

-- provide access to the capital needed to complete pipeline and storage
expansion deemed necessary by the Virginia Gas board for serving the
best interests of Virginia Gas and its stockholders;

-- provade the capital needed to comply with 1ts financial covenants
and/or refinance existing Virginia Gas indebtedness;

-- enable the combined company to provide better service to Virgima
Gas's customers;

-- provide access to new markets for Virginia Gas's natural gas storage
services;

—— allow Virginia Gas stockholders tc participate in future growth
through their ownership in the combined business;

. that the merger consideration of $4.00 per share of Virginia Gas common
stock would provide Virgin:ia Gas stockholders with a premium of
approximately 37 percent over the closing sales price of Virginia Gas
common stock on June 13, 2000, the last trading day prior to the
announcement of the merger, and a premium of approximately 47 percent
over the average closing sales price of Virginia Gas common stock during
the 20 trading days prior to the announcement of the merger;

the relative rescurces of Virginia Gas as compared to other providers in
the marketplace, including access to capital, marketing experience and
geographic territoryy

. a review of the possible alternatives to the transactions contemplated by
the merger agreement, including the possibilities of continuing to
operate Virginia Gas as an independent entity and a sale or partial sale
of Virginia Gas through a merger or by other means and, with respect to
each alternative, the range of possible benefits to Virginia Gas's
stockholders of such alternative and the timing and likelihood of
accomplishing such alternative;

. the views of management and CIBC regarding the likelihood of other
potential offers for Virginia Gas on terms more favorable to Virginia Gas
stockholders than the merger;

the views of Virginia Gas's management regarding the likelihood and terms
of other alternatives for access to capital, including the cost and
timing of such alternatives;

the financial and valuation analyses presented to the Virginia Gas board
by CIBC, including market prices and financial data relating to other
companies engaged in businesses considered comparable to Virginie Gas and
the prices and premiums paid in recent selected acguisitions of companies
engaged 1n businesses considered comparable to Virginia Gas;

the written opinion of CIBC that, based on certain assumpticns and
subject to certain limitations described below under "-—-Cpinion of
Virginia Gas's Financial Advisor," the ceonsideration to be received by
Virginia Gas's stockholders pursuant to the merger agreement is fair to
Virginia Gas stockholders from a financial point of view;

. the likelihood that the merger would be consummated, including the
experience and financial condition of NUI, and the risks to Virginia Gas
1f the merger was not consummated following its public announcement;

the amount of consideration to be received 1n the merger by Virginia Gas
stockholders and information on the historical trading ranges of Virginia
Gas common stock; and

. that the merger would be a tax-free transaction for federal income tax

purposes, as described below under "--Material Federal Income Tax
Consequences."

10

http://ccbn.tenkwizard.com/print. php?repo=tenk&ipage=1221033&attach=ON&doc=1

Page 28 of 134

5/16/2002



10k Wizard: SEC Filings Page 29 of 134

In view of the number and wide variety of factors considered in connection
with its evaluation of the merger, and the complexity of these matters, the
Virginia Gas board did not find 1t practicable to, nor did it attempt to,
quantify, rank or ctherwise assign relative weights to the specific factors it
considered. In addition, the Virginia Gas board did not undertake to make any
specific determinaticon as to whether any particular factor was favorable or
unfavorable to the Virginia Gas board's ultimate determination or assign any
particular weight to any factor but, rather, conducted an overall analysas of
the factors described above, 1including considering the information, opinions,
reports and statements presented by Virginia Gas's management and 1ts legal and
financial advisors. In considering the foregoing factors, andividual members of
the Virginia Gas board may have given different weight to different factors.
The Virginia Gas board determined that these factors, considered in thear
entirety, were favorable to and supported i1ts determination,

The Virginia Gas board believes that the merger agreement is in your and
Virginia Gas's best 1nterests and unanimously recommends that you
vote "FOR" the approval and adeoption of the merger agreement

Reasons of NUI for the Merger

NUI believes that the acgquisition of Virginia Gas 1s consistent with its
strategy of developing businesses that complement and enhance the value of
NUT's existing businesses. Virginia Gas's existing and potential natural gas
steorage and pipeline assets should provide NUI with the ability to capitalize
upon energy trading opportunities, through i1ts trading and energy management
subsidiary, 1in an area of the United States where natural gas is typically in
high demand and capacity 1s generally constrained. Virginia Gas's propane and
natural gas distribution businesses should complement NUI's residential and
commercial energy delivery operations in an efficient and profitable manner.
NUI believes that 1ts financial resources will provide Virginia Gas the capital
needed to fully develop Virginia Gas's natural gas storage and pipeline assets
and to take advantage of the business cpportunities noted above.

Opinion of Virginia Gas's Financial Advisor

On June 13, 2000, CIBC delivered its written copinion to Virginia Gas's board
that, as of the date of 1ts opinion, the exchange ratio for the merger was fair
from a financial point of view Lo Virginia Gas stockholders. CIBC confirmed and
updated its June 13, 2000, opinien by delavering a wratten opinion to the
Virginia Gas board on October 3, 2000.

WE HAVE ATTACHED AS ANNEXES B AND C TO THIS PROXY STATEMENT/PROSPECTUS, AND
INCORPCRATE BY REFERENCE, THE FULL TEXT OF CIBC'S WRITTEN OPINIONS, DATEDR JUNE
13, 2000, AND OCTOBER 3, 2000, RESPECTIVELY. THE OPINIONS DESCRIBE THE
ASSUMPTIONS MADE, MATTERS CONSIDERED AND LIMITATIONS ON THE REVIEW UNDERTAKEN
IN CONNECTION WITH THE OPINIONS. WE URGE YOU TO READ THE OPINIONS IN THEIR
ENTIRETY. CIBC'S COPINIONS 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. CIBC EXPRESSES NO OPINICN AS TO THE PRICE AT WHICH NUI COMMON
STOCK WILL TRADE FOLLOWING CONSUMMATION OF THE PROPOSED MERGER. CIBC'S OPINICN,
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 IN
MAKING ITS DECISION TO APPROVE AND RECOMMEND THE MERGER AS CONTEMPLATED IN THE
MERGER AGREEMENT.

In connection with 1ts opinicn, CIBC, among other things:

. reviewed the merger agreement;
reviewed Virginia Gas's audited financial statements for the fiscal years
ended December 31, 1998, and 1999, and Virginia Gas's unaudited financial

statements for the three months ended March 31, 2000;

11

reviewed financial projections of Virginia Gas prepared by Virginia Gas
and 1ts management;

reviewed historical market prices and trading volume for Virginia Gas
common stock;

held discussions with senior management of Virginia Gas with respect to
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the business and prospects for future growth of Virginia Gas;

reviewed and analyzed certain publicly available financial data for
certain companies that CIBC deemed comparable to Virginia Gas;

performed discounted cash flow analyses of Virginia Gas using certain
assumptions of future performance provided to CIBC by the management of
Virginia Gas;

reviewed and analyzed certain publicly available financial information
for transactions that CIBC deemed comparable to the merger; and

reviewed public information concerning Virginia Gas.

CIBC also held discussions with members of the senior management of Virginia
Gas and NUI regarding the strategic rationale for, and the potential benefits
of, the transactions contemplated by the merger agreement and the past and
current business operations, financial condition and future prospects of their
respective companies. In addition, CIBC performed such other studies and
analyses and took into account such other matters as it considered appropriate.

CIBC relied upon the accuracy and completeness of all of the financial and
other i1nformation provided te 1t by Virginia Gas and has assumed the accuracy
and completeness of this information for purposes of rendering 1ts opinion.
CIBC's review of NUI's future financial performance for purposes of rendering
1ts opinion was limited to discussions with NUI's management and a review of
various research analysts' estimates of NUI's future financial performance. In
addition, CIBC has not made an independent evaluation or appraisal of the
assets and liabilities of Virginia Gas or NUI or any of their subsidiaries and
CIBC has not been furnished with any such evaluation or appraisal. CIBC alsc
assumed, with the consent of Virginia Gas, that the transaction contemplated by
the merger agreement will be accounted for using the purchase method under
generally accepted accounting principles. CIBC provided its opinion for the
information and assistance of the Virginia Gas board in connection with its
consideration of the transaction contemplated by the merger agreement. CIBC's
opinion does not constitute a recommendation as to how any Virginia Gas
stockholder should vote with respect to the merger agreement proposal.

The following 1s a summary of the material financial analyses used by CIBC
in connection with providing i1ts opinion to the Virginia Gas board on June 13,
2000. Some of the summaries of financial analyses include information presented
in tabular format. In order to more fully understand the financial analyses
used by CIBC, the tables must be read together with the text of each summary.
The tables alone do not constitute a complete description of the financaial
analyses.

Historical Exchange Ratio Analysis. CIBC compared historacal ratios of the
closing price or average closing trading prices for Virginia Gas common stock
to the closing price or average closing trading prices for NUI common stock for
the period from June 11, 1999, to June 13, 2000. CIBC then calculated the
premium in the merger that weould have resulted using the exchange ratio in the
merger. These calculations produced the following results for the average
closing trading prices for the one month, three month and six menth trading
periods preceding June 13, 2000.

One Month Three Month Six Month
Trading Period Trading Period Trading Period

Ratio of Virginia Gas common
stock to NUI common stock....... 0.0986 0.1059 0.1128
PremilM. .o e s eenssarssoenenennons 46.4% 36.4% 28.3%

12

Comparable Companies Analysis. CIBC compared financial, operating and stock
market data of Virginia Gas to corresponding data of publicly traded natural
gas transmissicn and storage companies. The companies evaluated were Columbia
Energy Group, Markwest Hydrocarbon, Midcoast Energy Resources, National Fuel
Gas, TransMontaigne 0il Co. and Western Gas Resources. CIBC reviewed eguity
value as multiples of estimated earnings per share and cash flow per share for
calendar years 2000 and 2001 and enterprise value as multiples of estimated
calendar years 2000 and 2001 earnings before interest, taxes, depreciation and
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amortization, commonly referred to as EBITDA. All multiples were based on
closing stock prices on June 7, 2000. Estimated financial data for the selected
companies was based on publicly available research analysts' estimates and
estimated financial data for Virginia Gas was based on estimates provided by
Virginia Gas's management. CIBC then applied a range of selected multiples for
the selected companies to corresponding data of Virginia Gas. This analysis
indicated an implied equity reference range for Virginia Gas of less than $0.00
per share to approximately $3.89 per share, with an average of $1.11 per share.

Selected Transactions Analysis. Using publicly available information, CIBC
analyzed the implied purchase prices and transaction multiples paid in 27
merger and acqursition transacticns in the natural gas transmission and storage
industry since September 1997. CIBC compared the transaction values implied by
the purchase prices as multiples of latest 12 months EBITDA. All multiples were
based on financial information available at the time each transaction was
announced. CIBC then applied a range of selected multiples for the selected
transactions to corresponding financial data of Virginia Gas. This analysis
indicated an implied equity reference range for Virginia Gas of less than $0.00
per share to approximately $4.70 per share, with an average of $1.33 per share.

No company or transaction used 1n the above comparable companies analysis or
selected transactions analysis 1s 1dentical to Virginia Gas or the proposed
merger. Accordingly, an analysis of the results of these analyses involves
complex considerations of the companies invelved and the transactions and other
factors that could affect the public trading value and acquisition value of the
companies and Virginia Gas.

Discounted Cash Flow Analysis. Using a discounted cash flow analysis based
on ferecasts provided by Virginia Gas's management, CIBC estimated the present
value of the future streams of cash flows that Virginia Gas could produce
during the four fiscal years ending December 31, 2003. In this analysis, CIBC
estimated the terminal value based on multiples of B.0 to 12.0 times Virginia
Gas's estimated EBITDA for the twelve months ended December 31, 2003. The free
cash flows and terminal values were discounted to present values using rates of
10 percent, 11 percent and 12 percent. After deducting debt from, and adding
back cash to, the present value of free cash flows and terminal values, this
analysis produced a range of per common share equity values for Virginia Gas
common stock of approximately $0.53 to $3.02 per share, with an average of
$1.74 per share.

Contributieon Analysis. CIBC utilized estimates for the future financial
performance of Virginia Gas and NUI to calculate the relative contributions of
Virginia Gas and NUI to the pro forma combined company with respect to
revenues, EBITDA and net income for the two years ending December 31, 2001.
CIBC calculated the contributions based on management estimates for the future
financial performance of Virginia Gas and based on third party analyst
estimates for the future financial performance of NUI. CIBC alsc reviewed the
pro forma stock ownership of the combined company.

2000 2001

Virginia Gas contribution:

Percentage of COMDINEd FEVENUES ..t vt vt taaeasncasnnsannsenn vereee. 4.8% 4.6%

Percentage of combined EBITDA............ e ee e, 2.98 3.1%

Percentage of combined net income.......... I -1 0.3%
Pro forma stock ownership:

VIFGInia GaS ..o vttotnn o rseeesiaeassioansososonasisensans ceeeeaas 5.8%

L O, e i, Ch e 94.2%

13

Pro Forma Merger Analysis. CIBC analyzed the potential pro forma effect of
the merger on NUI's estimated earnings per share in fiscal years 2000 and 2001,
based on estimates provided by Virginia Gas and publicly available research
analysts' estimates for NUI. Based on the exchange ratio in the merger, this
analysis indicated that, without synergies, the propocsed merger would be
dilutive to NUI's earnings per share in fiscal years 2000 and 2001. The actual
results achieved by the combined company may vary from projected results and
the variations may be material.

The preparation of a fairness opinion is a complex process and is not
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necessarily susceptible to partial analysis or summary description. Selecting
portions of the analyses or of the summary set forth above, without considering
the analyses as a whole, could create an incomplete view of the processes
underlying CIBC's opinion. In arriving at its fairness determination, CIBC
considered the results of all of these analyses. No company or transaction used
in the above analyses as a comparison 1s directly comparable to Virginia Gas or
NUI or the contemplated transaction. CIBC prepared the analyses solely for
purposes of allowing 1t to provide its opinion to the Virginia Gas board as to
the fairness, from a financial point of view, of the exchange ratio for the
merger to Virginia Gas stockholders and these analyses do not purport to be
appralsals or necessarily reflect the prices at which businesses or securities
actually may be sold. Analyses based upon forecasts of future results are not
necessarily indicative of actual future results, which may be significantly
more or less favorable than suggested by such analyses. Because such analyses
are inherently subject to uncertainty, as they are based upon numerous factors
or events beyond the control of the parties or their respective advisors, none
of Virginia Gas, NUI, NUI Holding, CIBC or any other person assumes
responsibilaty if future results are materially different from those
forecasted. CIBC diad not attribute any particular weight to any analysis
considered by 1t, but rather made judgments as to the significance and
relevance of such analysis. As described above, CIBC's opinion was one of many
factors taken 1into consideration by the Virginia Gas board in making 1its
determination to approve the merger agreement. The foregoing summary describes
material financial analyses used by CIBC 1n connection with providing its
opinion to the Virginia Gas board on June 13, 2000, but does not purport to be
a complete description of the analyses performed by CIBC in connection with its
opinion and 1s gualified by reference to the CIBC opinion set forth in Annex B
hereto.

As part of its investment kanking business, CIBC 1s regularly engaged in the
valuation of businesses and their securities in connection with mergers and
acquisitions, negotilated underwritings, competitive biddings, seccndary
distributions of listed and unlisted securities and other purposes. Virginia
Gas selected CIBC as 1ts financial advisor because it is a nationally
recognized investment banking firm that has substantial experience in
transactions similar to the merger.

CIBC provides a full range of financial, advisory and brokerage services and
in the course of its normal trading activities may from time to time effect
transactions and hold positions in the securities or options on securities of
Virginia Gas and/or NUI for its own account and for the account of its
customers.

Pursuant to 1ts engagement letter, dated June 21, 1999, Virginia Gas engaged
CIBC to act as 1ts financial advisor 1n connection with the contemplated
transaction. Pursuant to the terms of the engagement letter, Virginia Gas has
agreed to pay CIBC a fee equal to 1.25 percent of the transaction value as
defined in the engagement letter. Assuming the merger 1s consummated at an
exchange ratio based on $4.00 per share, CIBC estimates that its fee will toctal
approximately $650,000. Virginia Gas has further agreed to reimburse CIBC for
1ts reasonable out-of-pocket expenses, including attorneys' fees, and to
indemnify CIBC against specified liabilities, including liabilities under the
federal securities laws. In the opinion of the SEC, indemnification for
liabilities arising under the federal securities laws may not be enforceable.

The Effective Time of the Merger

The merger will be effected by the filing, at the time of the clesing of the
merger, of a certificate of merger with the Delaware Secretary of State in
accordance with the provisions of the Delaware General Corporation Law. The
merger will become effective at the time the certificate of merger is filed
with the Delaware Secretary of State or at a later date or time specified in
the certificate of merger.

14

The closing of the merger will take place on the third business day
following satisfaction or waiver of all of the conditions to consummation of
the merger or on such cther date to which NUI and Virginia Gas may mutually
agree. See "--Conditions to the Merger." We anticipate that the merger will be
completed during the fourth quarter of 2000,

Exchange of Certificates

Immediately prior tc the effective time of the merger, NUI or NUI Holding,
as applicable, will deposit in trust with American Stock Transfer & Trust
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Company (the exchange agent for the merger), for the benefit of holders of
Virginia Gas common stock, (1) certificates representing the number of shares
of NUI or NUI Holding common stock to be issued as merger consideration
pursuant to the merger agreement and (2) any cash to be paid in lieu of
fractional shares. Promptly after the effective time of the merger, the
exchange agent will mail to each holder of record of Virginia Gas common stock
a transmittal form to be used in forwarding certificates representing shares of
Virginia Gas common stock to the exchange agent. The transmittal form will be
accompanied by instructions specifying how to exchange Virginia Gas common
stock for the merger consideration. YOU SHOULD NOT SEND IN YOUR CERTIFICATES
UNTIL YOU RECEIVE A TRANSMITTAL FORM.

Upon surrender of each certificate representing shares of Virginia Gas
common stock with the completed transmittal form, the exchange agent will pay
to the holder of that certificate, as soon as practicable after the effective
time of the merger, the merger consideration (including cash in lieu of
fractional shares) and that certificate will then be canceled. At the effective
time of the merger, certificates representing shares of Virginia Gas common
stock (other than shares held by NUI) will represent solely the right to
receive the merger consideration (including cash i1n lieu of fractional shares).
No i1nterest will be paid or accrue on the merger consideration.

After the effective time of the merger, there will be no transfers on the
stock transfer books of Vairginia Gas of any shares of Virginia Gas common
stock. If, after the effective time of the merger, certificates formerly
representing shares of Virginia Gas commen stock are presented to the exchange
agent or Virginia Gas, as the case may be, they will be canceled and (subject
to applicabkle abandoned property, escheat and similar laws) exchanged for
merger censideration {and cash in lieu of fractional shares), as provided
above.

Neither NUI nor NUI Holding, as applicable, will issue any fractions of a
share as merger consideration. Instead, Virginia Gas stockholders will receive
in cash the value of any fractions of a share that they would otherwise have
been entitled to receive i1n the merger. A stockholder's cash payment in lieu of
a fractional share will be equal to the product of (1) the average trading
price of NUI or NUI Holding common stock, as appropriate, during the 20
trading-day period ending on the seventh trading day prior to the closing of
the merger and (2) the fractional interest to which the stockholder would
otherwise be entitled.

Virginia Gas stockholders will not be entitled to receive any dividends or
cther distributions payable by NUI or NUI Holding until they exchange their
Virginia Gas stock certificates for certificates representing shares of NUI or
NUI Holding common stock. Once they deliver their Virginia Gas stock
certificates to the exchange agent, Virginia Gas stockholders will, subject to
applicable laws, receive any accumulated dividends and distributions, without
interest.

Any merger consideration deposited with the exchange agent that has remained
unclaimed by Virginia Gas stockholders for one year after the effective time of
the merger will be returned to NUI or NUI Holding. Thereafter, Virginia Gas
stockholders that have not previously complied with the exchange procedures
pursuant to the merger agreement may look only to NUI or NUI Holding for
payment of any merger consideration upon surrender of their certificates of
Virginia Gas common stock.

The exchange agent, NUI or NUI Holding will be entitled to deduct and
withhold from the merger consideration any amounts that the exchange agent, NUI
or NUI Holding 1s required to deduct and withhold
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under applicable tax laws. Any amounts so withheld will be treated for all
purposes of the merger agreement as having been paid to the holder of the
shares of Virginia Gas common stock in respect of which the deducticn and
withholding has been made.

Treatment of Virginia Gas Stock Options and Warrants

As a condition to clesing the merger, the merger agreement requires Virginia
Gas to obtain amendments te all outstanding stock option agreements. These
amendments have been obtained and provide, as required by the merger agreement,

that:

stock options that have a per share exercise price equal to $4.125 will
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be terminated as of the effective time of the merger and converted into
the right to receive $1.00 in cash from NUI or NUI Holding, as
applicable; and

each other Virginia Gas stock option will be canceled as of the effective
time of the merger.

In the event that the NUI holding company reorganization is not completed
prior to the completion of the merger and the NUI subsidiary is merged with and
inte Virginia Gas, all outstanding and unexercised warrants to purchase
Virginia Gas common stock will remain outstanding in accordance with their
terms following the merger. In such a case, NUI expects to use its best efforts
to purchase and cancel the outstanding warrants.

In the event that the NUI holding company reorganization is completed prior
to the completion of the merger and Virginia Gas 1s merged with and inte the
NUI subsidiary, all outstanding and unexercised warrants to purchase Virginia
Gas common steck shall be automatically converted inte the right to receive,
upon exercise, the number of shares of NUI Holding common stock that the
warrant holder would have received pursuant to the merger 1f the warrant holder
had exercised the warrant just prior to the merger.

No Solicitation of Transactions by Virginia Gas

Prior to the merger becoming effective, Virginia Gas has agreed not to
solicit, initiate, facilitate or encourage any inquiries or the making of any
proposal with respect to any merger, consclidation or other business
combinaticen and not to negotiate, explore or otherwise engage in discussions
with any person other than NUI with respect to any merger, consolidation or
other business combination, or which may reasonably be expected to lead to a
proposal for a merger, consolidation or other business combination. Virginia
Gas has also agreed to provide NUI with detailed information about any
1nquiries or proposals, or indications of desire to make a proposal, that it
recelves with respect to a merger, consolidation or other business combination.

Virginia Gas may, however, engage 1n discussions with and furnish
information to a third party 1n response to an unsolicited written proposal
from a third party regarding a merger, consolidation or cther business
combination that the Virginia Gas board has determined, in good faith and in
the exercise of reasonable judgment, after consultation with its financial
advisors, is at a higher price and more favorable to Virginia Gas and 1its
stockholders than the merger, but only 1f the Virginia Gas board determines in
good faith, after consultation with its financial advisors and outside
independent counsel, that the failure to do so would result i1n a breach of the
Virginia Gas board's fiduciary duties under applicable law.

Virginia Gas's acceptance of a third party proposal could result in the
termination of the merger agreement. See "--Termination of the Merger
Agreement." Virginia Gas may terminate the merger agreement if it enters into a
binding written agreement with a thard party relating to a merger,
consclidation or cother business combination. In such a circumstance, Virginia
Gas must notify NUI in writing that 1t intends to enter into the binding
written agreement and provide NUI with the most current version of the
agreement. Under the merger agreement, Virginia Gas may not enter into such an
agreement until at least the third business day after it has provided the
required notice to NUI and Virginia Gas must notify NUI promptly if its
intention to enter into the written agreement referred to in its notification
changes. The merger agreement will not be terminated in connection with a
third-party propesal 1f, within two business days of receiving the initial
notice from
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Virginia Gas stating 1ts intention to enter intec a kinding written agreement
with a third party relating to a merger, consolidation or other business
combination, NUI offers to amend the merger agreement and the Virginia Gas
board determines, in good faith after consultation with its financial adviscrs,
that the merger agreement as amended would be at least as favorable to Virginia
Gas stockholders as the third-party proposal, from a financial point of view.

Representations and Warranties
The merger agreement ceontains representaticns and warranties made by each of

the parties to the agreement. None of these representaticns and warranties will
survive beyond the time the merger becomes effective.
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The merger agreement contains customary representations and warranties of
Virginia Gas and NUI 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, viclations and defaults under its charter and bylaws; any
other agreements or 1nstruments; or any judgments, orders or laws as a
result of the transactions contemplated by the merger agreement;
filings with the SEC;

undisclosed liabilities;

compliance with 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 supplied by the parties; and
absence of material misstatements i1n or cmissicns from the information
supplied for use in this proxy statement/prospectus and the related

registration statement.

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

the 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 of 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,

1ts common stock and the transactions contemplated by the merger
agreement.
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In addition, NUI represents and warrants in the merger agreement that it is
authorized to issue the number of shares of its common stock required to be
1ssued in connection with the merger and that those shares, when 1ssued, will
pe validly issued, fully paid, nonassessable and not subject to or issued in
viclation of any preemptaive rights.

The representations and warranties i1n the merger agreement are complicated
and not easily summarized. You are urged to read carefully the articles of the
merger agreement entitled "Representations and Warranties of NUI™ and
"Representations and Warranties of Virginia Gas."

Covenants Under the Merger Agreement

Conduct of Virginia Gas's Business. Virginia Gas has agreed that until the
merger agreement 1s terminated or the merger bhecomes effective, or unless NUI
consents in writing, that 1t will, and will cause each of its wholly-owned
subsidiaries to, conduct its operations according to i1ts ordinary and usual
course of business consistent with past practice and use its reasonable best
efforts to preserve intact 1ts business organizations, keep available the
services of 1ts officers and employees and preserve 1ts relationships with
customers, suppliliers and others having business relationships with 1t. Except
as otherwlise permitted or disclosed under the merger agreement, Virginia Gas
and its wholly-owned subsidiaries will conduct their business 1n compliance
with restrictions relating to the following:

1ssuing capital stock, securities convertible into shares of capital
stock, or rights to acquire capital stock;

amending its certificate of incorporation or bylaws;
splitting, combining or reclassifying any shares of 1ts capital stock;
declaraing, setting aside or paying dividends or other distributions:

. increasing payments or distributions (other than normal salaries) to any
director, officer or employee of Virginia Gas;

entering into or modifying contracts;
. entering into employment, severance and consulting agreements;
increasing the compensation of officers, employees and directors;

. adopting or amending pension, welfare and other plans, arrangements and
policies for the benefit of any director, officer or employee;

acquiring or disposing of material assets;
authorizing capital expenditures;
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. amending accounting policies and procedures;

. incurring or guaranteeing indebtedness;

. making tax elections and settling material tax liabilities;
making any filings to materially change rates on file;
holding meetings of stockholders;

taking any action that could reasonably be expected tc change Virginia
Gas's status under PUHCA; and

taking actions that would result in any of its conditicons to closing not
being satisfied.

The covenants in the merger agreement relating to the conduct of Virginia
Gas's business are complicated and not easily summarized. You are urged to read
carefully the section of the merger agreement entitled "Conduct of the
Businesses of NUI and Virginia Gas."

Other Covenants. The merger agreement contains a number of mutual covenants
of Virginia Gas and NUI, including covenants relating to:
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accuracy of information to be supplied for inclusion in this proxy
statement/prospectus and the related registration statement;

cooperation in obtaining governmental approvals necessary to the
consummation of the merger;

cooperation in the preparation and filing of the registration statement
and this proxy statement/prospectus;

keeping each other apprised of the operations and business prospects of
their companies, including the occurrence of any material adverse effect;

. using their respective best efforts to do, or cause to be done, all
things required to consummate and make effective the transactions
contemplated by the merger agreement;

amending the merger agreement to provide for the substitution of NUI
Holdaing for NUI as the issuer of the merger consideration, 1f the NUI
holding company reorganization has been completed prior to the effective
time of the merger; and

amending the merger agreement to provide for the merger of Virginia Gas
with and into the wholly-owned subsidiary of NUI Holding, with the
subsidiary of NUI Holding as the surviving corporation, at NUI's
election, 1f the NUI holding company reorganization has been completed
prior to the effective time of the merger.

The merger agreement also contains covenants of Virginia Gas relating to
allowing NUI to perform certain environmental testing and obtaining stcckholder
approval and adoption of the merger agreement.

In addition, NUI 1s required to use 1ts best efforts to cause the shares of
its common stock that are to be i1ssued in the merger to be approved for listing
on the NYSE, subject to official notice of issuance, prior to the date on which
the merger closes.

Conditions to the Merger

The parties' respective obligations to complete the merger are subject to
the satisfaction or waiver of each of the following conditions:

. reguisite approval and adoption by Virginia Gas stockholders of the
merger agreement;

. effectiveness of the registration statement filed by NUI and NUI Holding
in connection with the issuance of the common stock 1n the merger and no
stop order having been 1ssued by the SEC and not withdrawn;
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no order, decree or injunction having been enacted, entered or
promulgated that prohibits the consummation of the merger;

the receipt of an opinion from Hunton & Williams to the effect that the
merger will be treated for federal income tax purposes as a
reorganization within the meaning of Section 368(a) of the Internal
Revenue Code and that no gain or loss will be recognized by a Virginia
Gas stockholder upon the exchange of Virginia Gas common stock for NUI or
NUI Holding common stock in the merger, except with respect to cash
received for a fractional share; and

. any wailting periods under the Hart-Scott-Rodino Antitrust Improvements
Act shall have been terminated or expired and all required consents shall
have been made or obtained.

The obligations of NUI to consummate the merger are further subject to the
following conditions:

(1) Virginia Gas's representations and warranties that are gualified by
materiality must be true and correct at the time the merger is to become
effective and Virginia Gas's representations and warranties not so
qualified must be true and correct in all material respects at the time
the merger 1s to become effective, as if made at and as of that time, and
{2) Virginia Gas must have performed in all material respects all of its
obligations under the merger agreement required to be perfocrmed before
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the time of effectiveness of the merger and NUI must have received a
certificate of the president and chief executive officer or the president
and chief financial officer of Virginia Gas to the effect that each of
(1) and (2) have been satisfaed;

during the period from the date of the merger agreement to the date of
the closing of the merger, there must not have occurred any material
adverse change 1n the business, financial condition or results of
operations of Virginia Gas and 1ts subsidiaries, taken as a whole;

the Change of Contrcl Agreement, by and among Michael L. Edwards and
Virginia Gas, shall be in full force and effect in accordance with 1ts
terms. See "--Interests of Virginia Gas's Directors and Officers in the
Merger;™

the Contract of Sale, dated June 13, 2000, by and between the Town of
Saltville, Vairginia, the Saltville Industr:al Development Authority and
Virginia Gas, relating to the purchase of certain real property, and the
release of leasehold rights with respect to certain real property,
located 1n Saltville, Virginia, shall have been consummated or be an full
force and effect 1in accordance with 1ts terms; and

no default shall exist with respect to the Firm Pipeline Service
Agreements wilth Roanoke Gas Company and United Cities Gas Company.

The obligaticons of Virginia Gas to consummate the merger are further
subject to the following conditions:

(1) the representations and warranties made by NUI that are qualified by
materiality must be true and correct at the time the merger 1s to become
effective and NUI's representations and warranties not so qualified must
be true and correct in all material respects at the time the merger is to
become effective, as 1f made at and as of that time, and (2) NUI must
have performed 1n all material respects all of its obligations under the
merger agreement required to be performed before the time of
effectiveness of the merger and Virginia Gas must have received a
certificate of the president and chief executive officer or senior vice
president and chief operating officer of NUI to the effect that each of
(1) and (2) have been satisfied;

during the period from the date of the merger agreement to the date of
the closing of the merger, there must not have occurred any material
adverse change in the business, financial condition or results of
operations of NUI and i1ts subsidiaries, taken as a whole; and

Virginia Gas must have received a satisfactory opinion of CIBC as to the
fairness of the exchange ratio contemplated by the merger agreement, from
a financial point of view, to the stockholders of Virginia Gas.
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Indemnification and Insurance of Directors and Officers

The merger agreement provides that NUI will cause Virginia Gas, as the
surviving corporation in the merger, to maintain all rights of indemnification
existing in favor of the directors and officers of Virginia Gas, on terms no
less favorable than those available on the date of the merger agreement, and to
maintain the existing directors' and cfficers' liability insurance policy for a
period of six years from the date of the merger agreement. See "--Interests of
Virginia Gas's Directors and Officers in the Merger."

Termination of the Merger Agreement

The merger agreement may be terminated, and the transactions contemplated by
the merger agreement abandoned, at any time prior to the closing of the merger,
whether before or after approval of the merger agreement by Virginia Gas
stockholders:

. by mutual written agreement of NUI and Virginia Gas:

. by either NUI or Virginia Gas if the merger has not become effective on
or before December 31, 2000 (or June 13, 2001, in the event that certain
conditions to the merger have not been met and the parties are working
diligently to satisfy those conditions), except that the right to
terminate the merger agreement for this reason is not available to any
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party whose failure to fulfill any obligation under the merger agreement
has been the cause of or resulted in the failure of the merger to become
effective by such time;

by NUI or Virginia Gas 1f there is any final, nonappealable governmental
order or other action restraining, enjoining or otherwise prohibiting the
merger;

by NUI if the merger agreement fails to receive the requisite vote by
Virginia Gas stockholders at the annual meeting:

. by Virginia Gas 1f it enters into a binding written agreement with a
third party concerning a transaction that the Virginia Gas board
determines, in good faith and in the exercise of reasonable judgment, 1is
at a higher price and more favorable to Virginia Gas and its stockholders
than the merger agreement, provided that:

~-Virginia Gas complies with requirements to notify NUI of its intent to
enter into the third-party agreement;

~-NUI dces not make, within two business days of receiving notice from
Virginia Gas, an offer to amend the merger agreement that the Virginia
Gas board determines, in good faith after consultation with its
financial advisors, would make the merger agreement as amended at least
as favorable to Virginia Gas stockholders as the third-party proposal,
from a financial point of view; and

--Virginia Gas pays any termination fees required under the merger
agreement;

by Virginia Gas 1f NUI materially breaches any of its representations,
warranties, covenants or other agreements contained in the merger
agreement, which breach 1s not cured within ten business days after NUI
receives notice of such breach from Virginia Gas;

by NUI if the average trading price of NUI common stock during the 20
trading-day period ending on the seventh trading day prior to the closing
of the merger 1s less than $19.00 and NUI provides written notice of
termination to Virginia Gas prior to the close of business on the second
trading day following the end of the 20 trading-day period;

by NUI 1f Virginia Gas materially breaches any of i1ts representations,
warranties, covenants or other agreements contained 1n the merger
agreement, which breach 1s not cured within ten business days after
Virginia Gas receives notice of such breach from NUI;

. by NUI if the Virginia Gas board withdraws or adversely modifies 1its
approval or recommendaticn of the merger agreement; and
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by NUI 1f NUI has requested the right to conduct environmental
investigations on properties of Virginia Gas in addition to properties
identified in the merger agreement and Virginia Gas elects to deny such
access.

In the event of the termination of the merger agreement as described above,
no provision of the merger agreement will survive other than provisions
relating to the obligation of NUI to keep confidential and not to use certain
rnformation obtained from Virginia Gas and each party's obligation to pay a
termination fee to the other party in certain circumstances described below.

Termination Fees and Expenses

Pursuant to the merger agreement, Virginia Gas must promptly pay NUI (1) a
termination fee of $2.5 million, plus an amount egual to .04 times any
additional outstanding debt incurred by Virginia Gas following the date of the
merger agreement and (2) all documented out-cf-pocket expenses incurred by NUI
in connection with the merger agreement and the merger if the merger agreement
is terminated:

. because of the failure of Virginia Gas stockholders to approve and adopt
the merger agreement;

by Virginia Gas 1f Virginia Gas accepts a third-party acquisition
proposal;
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by NUI because of Virginia Gas's uncured breach of a representation,
warranty, covenant or other agreement contained in the merger agreement;

. by NUI if the merger has not been consummated prior to December 31, 2000
(or June 13, 2001, 1n the event that specified conditions to the merger
have not been met and the parties are working diligently to satisfy those
conditions), due to Vairginia Gas's failure to perform its obligations
under the merger agreement; or

by NUI 1f the Virginia Gas board withdraws or adversely modifies its
recommendation of the merger agreement.

Pursuant to the merger agreement, Virginia Gas must promptly pay NUI all
documented ocut-of-pocket expenses incurred by NUI in the event that NUI
terminates the merger agreement because NUI requests access te locations not
identified in the merger agreement to conduct environmental investigations and
Virginia Gas elects to deny such access.

Pursuant to the merger agreement, NUI must promptly pay Virginia Gas a
termination fee of $2.5 million and all documented out~of-pocket expenses
incurred by Virginia Gas 1n connection with the merger agreement and the merger
if the merger agreement 1s terminated:

by Virginia Gas because of NUI's uncured breach ¢f a representation,
warranty, covenant or other agreement contalned in the merger agreement;
or

by Virgimia Gas 1f the merger has not been consummated prior tc December
31, 2000 (or June 13, 2001, in the event that specified conditions to the
merger have not been met and the parties are working diligently to
satisfy those conditions), due to NUI's failure tc perform 1ts
obligations under the merger agreement.

Upcn receipt of the termination payments, neither party will be entitled to
seek other damages or remedies from the other party in connection with the
merger agreement. Except in connection with the termination fees described
above, if the merger agreement is not consummated, NUI and Virginia Gas will
each bear their respective legal fees and expenses.

Material Federal Income Tax Consequences

Each Virginia Gas stockholder should consult with his or her own tax advisor
about the tax consequences of the merger in light of his or her individual
circumstances, including the application of any federal, state, local or
foreign law.
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The feollowing summarizes the material federal income tax conseguences of the
merger to Virginia Gas stockholders. This summary is based on current law,
which is subiject to change at any time, possibly with retroactive effect. This
summary 1s not a complete descraption of all tax conseguences of the merger
and, in particular, may not address federal income tax conseguences applicable
to you if you are subject to special treatment under federal income tax law. In
addition, this summary does not address the tax consequences of the merger
under applicable state, local or foreign laws.

It is a condition to the consummation of the merger that Virginia Gas and
NUI receive the opinion of Hunton & Williams, counsel to NUI, that the merger
wi1ll qualify as a reorganization within the meaning of Section 368{a) of the
Internal Revenue Code. The opinion of Hunton & Williams will be based on
customary assumptions and representations. Hunton & Williams' opinion will
represent its best legal judgment and is not binding on the Internal Revenue
Service or any court. If the merger qualifies as a reorganization:

no gain or loss will be recognized by Virginia Gas upon consummation of
the merger;

no gain or loss will be recognized by a Virginia Gas stockholder upon the
exchange of Virginia Gas common stock for NUI or NUI Holding common stock
in the merger, except with respect to cash received for a fractional
share;

. the aggregate basis of the shares of NUI or NUI Holding commcn stock
received by a Virginia Gas stockholder in the merger, including any
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fractional share for which the stockholder receives cash, will be the
same as the aggregate basis of the shares of Virginia Gas common stock
surrendered 1in exchange;

the holding period of the shares of NUI or NUI Holding common stock
received by a Virginia Gas stockholder in the merger will include the
holding period of the shares of Virginia Gas common stock surrendered 1in
exchange, 1f they are held as a capital asset at the effective time of
the merger; and

. a Virginia Gas stockhclder who receives cash for any fractional share of
NUI or NUI Holding common stock will recognize gain or loss equal to the
difference between the amount of cash received and the Virginia Gas
stockholder's basis in the fracticnal share. That basis will be an
allocable portion of the aggregate basis of the NUI or NUI Holding common
stock described above.

I1f the merger does not qualify as a reorganization, the exchange of stock 1n
the merger would be taxable to Virginia Gas stockholders.

Interests of Virginia Gas's Directors and Officers in the Merger

Virginia Gas stockholders should be aware that the directors and officers of
Virginia Gas have stock option agreements and, in the case of Vairginia Gas's
officers, employment agreements, that give them i1nterests in the merger that
are different from, or in additien to, those of other Virginia Gas
stockholders. In addition, certain aspects of the merger agreement will inure
to the benefit of these individuals. Specifically,

The directors' and officers' stock option agreements have been amended to
provide that they will be converted when the merger takes effect into the
right to receive cash in an amount that approximates the value of such
awards. These options have a per share exercise price of $4.125 and would
otherwise expire on October 1, 2008. As amended, they will be terminated
as of the effective time of the merger and converted into the right to
receive 81.00 1n cash from NUI or NUI Holding, as applicable. The
Virginia Gas board believes, based c¢n several option valuation analyses,
that $1.00 per option 1s a reasonable approximation of the value of these
options. There are 245,000 options affected by these amendments. Messrs.
Rogers, Allen and Crenshaw each hold 60,000 of such options for a total
of 180,000 opticns. The executive officers of Virginia Gas as a group
hold 65,000 of such options.

On May 23, 1996, Virginia Gas entered into a ten-year employment
agreement with Mr. Edwards, which provides for an annual salary of
$155,000. Mr. Edwards 1s also entitled to receive annual bonuses under
this agreement computed on the basis of 10 percent of Virginia Gas's pre-
tax earnings
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on all amounts from $1,000,000 to $1,999,99% and 15 percent of Virgania
Gas's pre-tax earnings on all amounts in excess of $2,000,000. The
agreement provides that, 1n the event Mr. Edwards' employment is
terminated by Virginia Gas for any reason other than for cause during the
term of the employment agreement, at the election cof Mr. Edwards,
Virginia Gas will be obligated to purchase all or a portion of the shares
held by him and/or his wife at a price equal to 150 percent of the market
value of Virginia Gas's shares on the date of termination. In addition,
Virginia Gas will be obligated to pay Mr. Edwards a lump sum amount
representing all salary payable to Mr. Edwards through the term of the
employment agreement, plus an additional $2,000,000. Based on the
provisions of this employment agreement, an assumed $4.00 per share
market price for Virginia Gas's common stock and a hypothetical
termination of Mr. Edwards' employment without cause during the fourth
quarter of 2000, Mr. Edwards would be entitled to receive a payment of
approximately $5,300,000 1n connection with the termination of his
employment.

Notwithstanding the foregoing, under the Change cf Control Agreement that
Mr. Kdwards entered into with Virginia Gas on June 13, 2000, Mr. Edwards
agreed to the termination of his employment agreement and to resign from
his positions with Virginia Gas and 1ts subsidiaries when the merger
occurs in exchange for a payment in an amount equal to the product of (x)
the sum of his annual base salary in effect immediately before the
effective time of the merger, plus the amount of his largest bonus in the

http://ccbn.tenkwizard. com/print.php?repo=tenk&ipage=1221033&attach=ON&doc=1

Page 41 of 134

5/16/2002



10k Wizard: SEC Filings

five fiscal years then most recently ended, multiplied by (y) three.
Assuming the effective time of the merger occurs during the fourth
quarter of 2000, Mr. Edwards will be entitled to $615,000 under this
agreement . In addition, Mr. Edwards 1s entitled, for two years after the
effective time of the merger, to participate in Virginia Gas's health and
other benefit plans as in effect at the time of the merger. In the event
that any payments made to Mr. Edwards are determined to be "excess
parachute payments” within the meaning of the Internal Revenue Code, Mr.
Edwards' payments will be reduced so that he receives the maximum value
without such characterization of the payments. Mr. Edwards has also
agreed to serve as a consultant to Virginia Gas for three years following
the merger for an annual fee of $161,666. During this three year period,
he has also agreed not to engage 1n competition with Virginia Gas 1n any
business venture located east of the Mississippi River, other than in the
states of Louisiana and Mississippi. The Change of Control Agreement also
provides for the cancellation of a warrant held by Mr. Edwards to
purchase 363,663 shares of Virginia Gas common stock at the effective
time of the merger.

The executive officers, other than Mr. Edwards, have employment
agreements that entitle them to continued employment for up to one year
focllowing the merger, or compensation in lieu of such continued
employment, if the employee is terminated by Virginia Gas without cause.
Karen K. Edwards, a director, 1s alsc an executive officer of Virginia
Gas. Her current annual salary is $25,000.

The merger agreement provides that NUI will cause Virginia Gas, as the
surviving corporation i1in the merger, to maintain all rights of
indemnification existing in favor of the directors and officers of
Virginia Gas, on terms no less favorable than those available on the date
of the merger agreement, and to maintain the existing directors' and
officers' liability insurance policy for a period of six years from the
effective time of the merger.

No Appraisal Or Dissenters' Rights

Stockholders of a corporation that 1s proposing to merge or consclidate
with another entity are sometimes entitled to appraisal or dissenters' rights
1n connection with the proposed transaction, depending on the circumstances.
Most commonly, these rights confer on stockholders who oppose the merger or
consolidation the right to receive the fair value for their shares, as
determined 1n a judicial appraisal proceeding, in lieu of the consideration
being coffered 1n the merger.

Virginia Gas stockholders are not entitled to appraisal or dissenters'
rights under Delaware law 1n connection with the merger because Virginia Gas
common shares are included for guotation on The Nasdaqg SmallCap Market on the
record date for the annual meeting and the NUI or NUI Holding common stock
that Virginia Gas stockholders will receive i1n the merger will be listed on
the NYSE at the effective time of the merger.
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Accounting Treatment

The merger will be accounted for under the purchase method of accounting
under which the total consideration paid in the merger will be allocated among
Virginia Gas's consolidated assets and liabilities based on the fair values of
the assets acquired and liabilities assumed as provided for under generally
accepted accounting principles.

Regulatory Matters

Virginia Gas 15 subject to the jurisdiction of the Virginia State
Corporation Commission. In order to complete the merger, Virginia Gas must
receive approval from the Virginia State Corporation Commission for the change
in contreol of the certificated public utilities resulting from the merger.
Prior to the merger, NUI must also cbtain, and has applied for, approvals from
regulatory authorities in certain other states in which NUI conducts 1its
business.

Under the Hart-Scott-Rodino Antitrust Improvements Act and the rules
promulgated thereunder by the Federal Trade Commission, certain acquisition
transactions may not be consummated unless notice has been given and certain
information has been furnished to the Antitrust Divisicn of the United States
Department of Justice and the FTC and certain waiting period requirements have
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been satisfied. The merger is subject to these requirements.

NUI and Virginia Gas each filed with the Antitrust Division and the FTC a
Notification and Report Form with respect to the merger on September 14, 2000.
Under the Hart-Scott-Rodino Antitrust Improvements Act, the merger could not be
consummated until the expiration of a waiting pericd of at least 30 days
following the receipt of each filing, unless the waiting period was earlier
terminated. On September 27, 2000, NUI and Virginia Gas received notice that
the FTC had granted early termination of the waiting period.

The FTC and the Antitrust Division freguently scrutinize the legality of
transactions such as the merger under the antitrust laws. Notwithstanding the
early termination of the waiting period under the Hart-Scott-Rodino Antitrust
Improvements Act, at any time before cor after the effective time of the merger,
the FTC or the Antitrust Pivision could take such action under the antitrust
laws as 1t deems necessary or desirable in the public interest, including
seeking to enjoin the merger or seeking the divestiture of Virgimia Gas by NUI,
in whole or in part, or the divestiture of substantial assets of NUI, Virginia
Gas or their respective subsidiaries. State Attorneys General and private
parties may alsc bring legal actions under the federal or state antitrust laws
under certain circumstances. Based upon an examination of information available
tc NUI and Virgainia Gas relating to the businesses in which NUI, Virginia Gas
and their respective supbsidiaries are engaged, NUI and Virginia Gas believe
that the consummation of the merger will not violate the antitrust laws.
Nevertheless, we cannot provide any assurance that a challenge to the proposed
merger on antitrust grounds will not be made or, if such a challenge 1s made,
that NUI and Virginia Gas will prevail.

We are not aware of any other material governmental approvals or actions
that may be required for consummation of the merger except as described above.
Should any such approval or action be required, it is presently contemplated
that such approval or action would be sought. We cannot provide any assurance,
however, that any such approval or action, if needed, could be obtained and
would not be conditioned in a manner that would cause the parties to abandon
the merger.
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STOCKHOLDER'S AGREEMENTS

Concurrently and in connection with the execution of the merger agreement,
the directors and certain executive officers of Virginia Gas entered into
stockholder's agreements. Pursuant to the stockholder's agreements, the
directors and certain executive officers agreed to vote the shares of Virginia
Gas common stock that they hold of record and beneficially for approval of the
merger and adoption of the merger agreement. The stockholder's agreements
terminate upon the earliest to occur of (1) the termination of the merger
agreement and the payment of any amounts payable by Virginia Gas thereunder or
(2) the conclusicon of the annual meeting at which a quorum is present and the
party subject to the stockholder agreement votes in accordance therewith.

A total of 507,968 shares cf Virginia Gas common stock, representing in the
aggregate approximately 9.23 percent of the outstanding shares of Virginia Gas
common stock, are subject to stockholder's agreements.

MANAGEMENT AND CPERATIONS AFTER THE MERGER

Michael L. Edwards, President and Chief Executave Officer of Virginia Gas,
will resign his positions as an officer and director of Virginia Gas and its
wholly-owned subsidiaries at the effective time of the merger. Mr. Edwards will
remain as an officer and director of Virginia Gas's twe 50 percent owned
subsidiaries, Vairginia Gas Distribution Company and Virginia Gas Storage
Company, following the merger. He will also serve as a consultant to Virginia
Gas for three years following the merger.

With the exception of Mr. Edwards, NUI has no present intention of making
significant changes to the existing management structure or personnel of
Virginia Gas. As a result of the significant investment being made 1n the
development of Virginia Gas's natural gas storage and pipeline assets, NUI
intends to provide Virginia Gas with ongoing management support and guidance
following the merger in order to maximize the opportunities from its
investment.
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INTERIM FINANCING

Pursuant to the merger agreement, NUI has made available up to $20 million
in financing to Virginmia Gas 1n the form cf an unsecured credit facility. The
proceeds of the credit facility are to be used exclusavely for pipeline and gas
storage constructien and other related costs and expenses.

Amounts outstanding under the credit facility bear interest at an annual
rate equal tc LIBOR plus 3 percent. Interest is payable guarterly and the
entire outstanding principal amount is payable on the first to occur cf
{1) March 1, 2002, or (2) the termination of the merger agreement (for any
reason). Additionally, 1f an event of default occurs under the NUI credit
facilaity, including the occurrence of additional events of default under
Virginia Gas's other senior locan agreements, NUI may declare all outstanding
principal and accrued interest i1mmediately due and payable. As of September 29,
2000, Virginia Gas had borrowed $511.0 million under the NUI credit facality.

In connection with the interim financing made available by NUI, Virginia Gas
has granted NUI options to purchase an aggregate of 1,095,475 shares of
Virginia Gas common stock (representing approximately 19.9 percent of the
outstanding Virginia Gas common stcck), which options are only exercisable 1f
the merger agreement 1s terminated under circumstances in which NUI is not
entitled tc a termination fee or upon an event of default under the note
evidencing the interim financing. In such a case, NUI would have the right to
immediately purchase 275,245 shares at an exercise price equal to $3.50 per
share and B20,230 shares at an exercise price equal to $3.5125 per share.

PRICE RANGE OF COMMON STOCK AND DIVIDENDS

NUI

NUI common stock 1s listed on the New York Stock Exchange under the symbol
"NUI." The following table shows, for the periods indicated, the high and low
reported closing sale prices per share of NUI common stock on the New York
Stock Exchange Composite Transactions reporting system and cash dividends
declared per share of NUI cemmon stock.

Price Range of
Common Stock

Dividends
High Low Declared
Fiscal 1998
First Quarter.......... e e e e e . $29.620 $21.375 $0.245
Second QUarterii e iaeacessnnsean et et e e, 28.620 25.188 0.245
Third Quarter......... e P e e . 29.430 23.313 0.245
Fourth Quarter......e.oeeu.. e Ceeieeereesess 25.930 20.313 0.245
Fiscal 1999
First QUALTeL e ee et tiee e meeiteanaeanns e ee e ... 8527.000 $21.563 8$0.245
Second QUALLEL ettt ema s et ot ansnasssnossennnns cees. 27.060 20.375 0.245
Third Quarter.......ccciviie.. Wt i et i st anaaees 25,620 20.813 0.245
Fourth Quarter.......... S et i e et e eaa. 28,060 24,625 0.245
Fiscal 2000
First Quarter.......... Ci e e eeiaaraeaseaa.. 527,563 $27.563 $0.245
Second QUAILLeL v es vt st atotansosnssnesteasnsos [P 28.375 23.188 0.245
Third Quarter....... ettt seeeaaa i eaeear ... 28.125 25.625 0.245
Fourth Quarter...v.vivvenon C et ie it essasesearss 31,645 26.375 0.245

On June 13, 2000, the last trading day before NUI and Virginia Gas publicly
announced the execution of the merger agreement, the closing price per share of
NUI common stock on the NYSE Composite Transactions reporting system was
$27.75. On September 29, 2000, the latest practicable date prior to the date of
this proxy statement/prospectus, such price was $30.207. Past price performance
is not necessarily indicative of likely future price performance. Holders of
Virginia Gas common stock are urged tc obtain current market quotations for
shares of NUI common stock.

As of September 29, 2000, there were approximately 5,744 record holders of
NUI common stock.
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Virginia Gas

Virginia Gas common stock 1s guoted on The Nasdag SmallCap Market under the
symbol "WGCO." The following table shows, for the perieds indicated, the high
and low reported closing sale prices per share of Virginia Gas common stock on
The Nasdag SmallCap Market and cash dividends declared per share of Virginia
Gas common stock.

Price Range
of Common
Stock
Dividends
High Low Declared

Fiscal 1998

First Quarter......covvvuusn e Chesa e aeeeas. 59,000 $7.313 $0.0175
SecoNd QUAILLEr e e it is sttt satstseaaanennsssnsneneess 1.750 6.000 0.0175
Third QUArt e . i vttt ittt ittt cn st annnnassansannenss 6.219 4.000 0.0175
Fourth Quarter............. e et e eeasasecacrer s anarnen 4.500 3.000 0.0175
Fiscal 1999
DIBTE =2 S O 13 - o o = ol ... $3.625 $2.156 $0.0175
Second Quarter......... e e et veesnsaas  4.750 2.500 -0-
Third Quarter.......c.... ettt ettt . 4.375 3.375 -0~
Fourth Quarter........... e f e 4.000 2.875 -0-
Fiscal 2000
First QUarter.eeeeveeesann e ettt it b e e e .. $3.750 $2.531 § -0-
Second Quarter.......... D, cereeaaees.  3.750 2.500 -0-
Third Quarter............ Vet e s ettt e s e s e s 3.750 3.375 -0~

Virginia Gas paid cash dividends on its common stock for each of the fiscal
years 1992 through 1998. During fiscal 1999, the Virginia Gas board reexamined
1ts dividend policy and determined that the funds would be better used in
support of capital expansion. Accordingly, at this time, Virginia Gas does not
pay cash dividends on 1ts common stock. There can be no assurance that Virginia
Gas will resume dividend payments in the future.

On September 29, 2000, the latest practicable date prior to the date of this
proxy statement/prospectus, the closing price per share of Virginia Gas common
stock on The Nasdag SmallCap Market was $3.75. As of the record date, there
were approximately 135 record holders of Virginia Gas common stock and 16
record holders of warrants to purchase Virginia Gas common stock.
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BUSINESS OF VIRGINIA GAS

General

Virginia Gas was organized in 1987 under the laws of Delaware. Virginia Gas,
directly or through 1ts subsidiaries and affiliated companies, 1s primarily
engaged in the storage, marketing, distribution, gathering, exploration and
production of natural gas, and the distribution of propane gas. Virginia Gas's
principal assets are located in the southwestern counties of Virginia.

Virginia Gas's business has developed in response to the growing need for
natural gas storage, pipelines and distribution in its market area, resulting
principally from economic growth and the impact of deregulaticon. Deregulation
has given natural gas customers more flexibility in negotiating their natural
gas purchases and transportation contracts. Virginia Gas's pipeline connections
to the East Tennessee Natural Gas, Dominion Transmission and Columbia Gas
Transmission Company interstate pipeline systems, and to Virginia Gas's
adjacent storage facilities, are being combined to create a hub that provides
opportunities for more efficient gas distribution, including to growing local
markets. At present, Virginia Gas's business primarily consists of:
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producing, gathering and marketing natural gas from wells in whach
Virginia Gas has an ownership interest to municipal distributors, local
distribution companies and major oil and gas companies;

storing natural gas for municipal distributors and local distribution
companies that have supplied their own gas, or purchased 1t from third
parties or Virginia Gas;

distributing propane and natural gas purchased from third parties or
Virginia Gas to local i1ndustrial, commercial and resadential customers;
and

transporting gas through i1ts pipeline to a local distribution company.

Virginia Gas's principal sources of revenue have varied depending on its
level of activity in any given segment of natural gas operations. From 1987 to
1992, substantially all of Virginia Gas's income was derived from exploration,
development and production of natural gas and from fees derived from managing
wells. From 1993 tec 1996, Virginia Gas's 1income increased primarily as a result
of the expansion of 1ts storage operations. In 1996 and 1997, Virginia Gas
initiated its propane distribution and gas marketing operations, respectively.
Virginia Gas's propane distribution operaticons have grown steadily since then.
In 1998, Virgainia Gas completed construction of 35 miles of pipeline and began
serving a local distribution company with transmission services at two delivery
points. During fiscal 1999, the storage business and the pipeline business were
the greatest contributors to net income and also accounted for the largest
concentrations of Virgainia Gas's assets.

Management believes that current trends i1n the economy, a favorable
regulatory environment, the deregulation of the industry--which has resulted in
end-users' ability to purchase gas on a competitive basis from a greater
variety of sources--and the increasing availability of natural gas as a form of
energy for residential, commercial and industrial markets, present
cpportunities for Virginia Gas to expand into new markets and tc better develop
1ts current markets. However, Virginia Gas's internal resources are
insufficient at this time to take advantage of these opportunities and, to
date, Virginia Gas's efforts to attract the necessary capital from external
sources have been unsuccessful.

Subsidiaries and Affiliates

Virginia Gas has four consolidated whelly-~owned subsidiaries: Virginia Gas
Exploration Company, Virginia Gas Pipeline Company, Virginia Gas Propane
Company and Virginia Gas Marketing Company. In addition, Virginia Gas has two
affiliates--Virginia Gas Distribution Company and Virginia Gas Storage
Company-—that are each owned 50 percent by Virginia Gas and 50 percent by Mr.
H.A. Street, an individual investor who has nc other material affiliation with
either Virginia Gas, or any executive officer, director or controlling
stockholder of Virginia Gas.
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The pipeline company, the distribution company and the storage company are
the holders of Certificates of Public Convenience and Necessity issued by the
Virginia State Corporation Commission that are required for these companies to
conduct their businesses. The pipeline company's and the storage company's
storage operations are regulated by both the Virginia State Corporation
Commission and the Federal Energy Regulatory Commission.

Storage Operations

Virginia Gas has the only two underground natural gas storage facilities in
Virginia. One of these facilities, the Saltville facility, is located in Smyth
and Washington counties, while the other facility, the Early Grove faield, is
located 1n Scott and Washington counties. The pipeline company owns and
operates the Saltville facility while the storage company owns and operates the
Early Grove field.

The pipeline company developed the Saltville facility for use as a high
rate, peak usage storage facility. The Saltville facility uses caverns created
in underground salt beds to store natural gas. Virginia Gas's engineering staff
believes the ultimate working gas capacity of the Saltville facility could be
up to 10 ballion cubic feet. In June 1996, the pipeline company filed an
application with the Virginia State Corporation Commissicn for a Certificate of
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Public Convenience and Necessity for the operation of the Saltville facility.
In July 1996, the Virginia State Corporation Commission 1ssued an order
authorizing the pipeline company to begin service on an interim basis using the
rates set forth in the application. The Certificate of Public Convenience and
Necessity was 1ssued tc the pipeline company i1n October 1997. In November 1996,
the pipeline company received a limited jurisdiction certificate from the
Federal Energy Regulatory Commission autherizing the pipeline company to engage
in the sale, transportation (including storage) or assignment of natural gas
that 1s subject to the Federal Energy Regulatory Ceommission's jurisdiction
under the Natural Gas Act, and to charge rates for 1ts interstate service eqgual
te the intrastate rates approved by the Virginia State Corporation Commission.
The Saltville facility provides 10-day, 60~day and 90-day service and 20-day
refi1ll capacity. In August 1996, the pipeline company injected the first
working gas into the field. Peak daily withdrawal rates of 49,000 MMBtu were
achieved during 1999. In 1998, Virginia Gas completed construction of an
evaporation facility adjacent to the Saltville facility. The facility will be
used by Virginia Gas to create additional storage space by eliminating brine
from the salt caverns.

Virginia Gas's internal resources are insufficient at this time to provide
to the pipeline company the capital 1t needs to expand the Saltville facility
as contemplated by Virginia Gas's business plan. Additicnally, Virginia Gas has
been unsuccessful to date i1n attracting outside funding sources. Pursuant to
the merger agreement, NUI has committed to make available to Virginia Gas up to
$20 million i1n financing. Pursuant to the merger agreement, a portion of the
proceeds of the NUI financing has been used to purchase certain property at the
Saltville facilaity and additional proceeds are expected to be used for pipelaine
and gas storage construction. The NUI financing 1s described under the heading
“INTERIM FINANCING" on page 27.

The Early Grove field is an undergrecund natural gas storage facility owned
and cperated by the storage company. The storage company has received a
Certificate of Public Convenience and Necessity from the Virginia State
Corporation Commission, authorizing it to engage in the sale, transportation
{(including storage) or assignment of natural gas and toc charge rates approved
by the Virginia State Corporation Commission. The Early Grove field includes 29
storage wells and a certificated area of 2,800 acres. Contracted storage volume
for 60-day, 90-day and 150~day service has increased from 520,000 MMBtu for the
1994/1995 heating season to 1,835,000 MMBtu for the 1999/2000 heating season.
The deliverability of the Early Grove field has been increased by reworking
existing wells, drilling new wells, injecting additional base gas, i1nstalling
larger diameter pipe, new compression equipment, and increasing the maximum
operating pressure of the field to 2,000 PSI from 1,400 PSI. Peak field
deliverability has been increased from 1,000 MMBtu in 1992 to over 20,000 MMBtu
per day in 1999.
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Pipeline Operations

In 1998, Virginia Gas completed construction and began servicing 35 miles of
intrastate pipeline under authority granted i1n an applicaticon for a Certificate
of Public Convenience and Necessity with the Virginia State Corporation
Commission filed in January 1997. Virginia Gas received the Certificate of
Public Convenience and Necessity i1n December 1997. Virginia Gas has purchased
rights-of-way and obtained all necessary permits for the construction of the
remaining 37 miles of pipeline that will make up Virginia Gas's P-25 pipeline.
When completed, the pipeline will connect the Saltville facility to Radford,
Virgania, and transpert natural gas to growing markets in Smyth, Wythe and
Pulaski counties in southwestern Virginia. These areas currently are served
only by East Tennessee Natural Gas's #3300 interstate pipeline, which, Virginia
Gas believes, currently has i1nsufficient capacity to meet the area's needs.

The first phase of construction, completed in COctocber 1998, consisted of
twinning the East Tennessee Natural Gas line to the town cof Wytheville,
Virginia, and opening service to that town and Marion, Virginia. The remaining
phase will extend the P-25 pipeline from Wytheville to Radford, Virginia.
Virginia Gas has entered into a 15-year contract with United Cities Gas
Company, the local distribution company that serves Smyth, Wythe and Pulaski
counties, to provide pipeline capacity to supply 20,000 MMBtu per day.
Completion of this phase 1s expected by late 2000.

In early 1999, Virginia Gas filed an application with the Virginia State
Corporation Commission to extend 1ts P-25 pipeline to Roanoke, Virginia.
Virginia Gas will provide 17,500 MMBtu per day toc Roanoke through an additional
58 miles of pipeline. Virginia Gas received a Certificate of Public Convenience
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and Necessity to extend i1ts pipeline to Roanocke in December 1999.

The P-25% pipeline has been and will be constructed and maintained consistent
with applicable federal, state and local laws and regulations and accepted
industry practice. Substantially all of the operaticns conducted through the P-
25 pipeline will constitute common carrier pipeline activities. Such common
carrier activities are those under which transportation in the pipeline 1is
avairlable at tariffs published with the Virginia State Corporation Commission
to any shipper of natural gas who requests such services, provided that each
product for which transportation i1s requested satisfies the conditions and
specifications for transportation.

Natural Gas and Propane Distribution Operations

Virginia Gas, threugh the distribution company, owns and operates 33 miles
of distribution pipeline and provides natural gas service to approximately 300
customers in Russell and Buchanan counties in Virginia. Construction of a 10
mile pipeline providing service to the town of Lebanon, Virginia, in Russell
County was completed 1n June 1997. The distribution company has a Certificate
of Public Convenience and Necessity authorizing 1t to provide natural gas
service in these counties. In January 1997, the distribution company filed an
application with the Virginia State Corporation Commission to extend its
service territory to include all cf DicKenson and Tazewell counties in
Virginia, with the exception of the service territory in Tazewell County
currently certificated to Commonwealth Public Service Corporation. Thas
application was subseqguently amended to include the town of Saltville,
Virginia, as part of the proposed service territory. In March 1998, the
Virginia State Corporation Commission issued a Certificate of Publac
Convenience and Necessity to the distribution company authorizing it to provide
natural gas service to the western portion of Tazewell County, excluding the
service territory allotted to Commonwealth Public Service Corporation, all of
Dickenscn County and the town of Saltville. The distribution company's tariff
rates are approved by the Virginia State Corporation Commission. Rates were
last approved for the distribution company in early 2000.
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The distribution company has a firm transportation service contract for a
ten-year term with East Tennessee Natural Gas for the winter months of November
through March, and an interruptible transportation contract with East Tennessee
Natural Gas for the remainder of the year.

In 1996, Virginia Gas commenced distribution of propane gas in southwestern
Virginia. Because of shared costs and similarities between natural and propane
gas, many natural gas utilities provide both products to their customers.
Customers often do not distinguish between the two forms of gas when used in
the home. Virginia Gas intends, 1in part, to develop its propane distribution
business through selective acquisitions. In that regard, Virginia Gas acguired
a portion of Blue Grass Oils, Inc.'s existing propane distribution business in
Buchanan, Dickenson and Russell counties and in the western part of Tazewell
County in April 1997. At the end of 1399, Virginia Gas was providing propane
gas service to over 4,400 customers 1n southwestern Virginia.

Exploration, Production, Gathering and Marketing Operations

Drillang Actavity. Virginmia Gas did not drill or complete any natural gas
wells during 1998, 1999 or the first nine months of 20C0.

Service Operations. Virginia Gas engages in the business of supervising
drilling operaticns and operating producing wells. As of December 31, 1999,
Virginia Gas operated 72 wells lccated 1n Virginia and West Virginia. As an
operator of producing wells, Virginia Gas 1s responsible for the maintenance
and verification of all producticon records, distribution of production proceeds
and information, and compliance with various state and federal regulations.
Generally, Virginia Gas provides the routine day-tc-day preoduction operations
for producing wells and is paid for such services on a per well, monthly fee
basis.

Gas Gathering Operations. Virginia Gas operates various unregulated natural
gas gathering systems located mainly in Dickenson and Buchanan counties 1in
Virginia, which connect Virginia Gas's cperated wells to interstate pipelines.
The gathering systems consist of approximately 67 miles of pipeline. The
gathering systems connect Virginia Gas's natural gas production to the East
Tennessee Natural Gas, Dominion Transmission and Columbia Gas Transmission
Company interstate pipeline systems and gathering systems as well as to the
distribution company's distribution system.
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For such natural gas gathering services, Virginia Gas collects certain
transportation allowances from producers (owners of natural gas).
Transportation allewances vary depending upon contractual arrangements and
currently range from $.05 to $.50 per MMBtu.

Marketing. In 1997, Virginia Gas began marketing natural gas. Virginia Gas
currently markets and sells natural gas provided from company-operated wells
and facilities. Virginia Gas anticipates that future expansion of its marketing
operaticns will include purchases c¢f natural gas supplies from third party
sources, storing these supplies in 1ts Saltville facilaty and marketing these
supplies to 1ts customers.

Competition and Customer Base

Virginia Gas competes with major utility companies and pipeline companies in
the areas of utility services and pipeline operations. The deregulation of the
natural gas industry has provided Virginia Gas with marketing and
transportation opportunities; however, other pipeline companies, marketers and
brokers with resources greater than Virginia Gas are also the beneficiaries of
such derequlation. While Virginia Gas, the storage company and the pipeline
company currently own and operate the only underground natural gas storage
facilities in Virginia, 1t 1s possible that other companies could develop other
underground natural gas storage facilities, and companies could rely on other
methods of storage, such as above-ground stored liquefied natural gas. Virginia
Gas also competes in the areas of exploration, production, transportation and
marketing of natural gas and distribution of propane with majer ¢il companies,
other i1ndependent oil and gas concerns and individual producers and cperators.
Many of Virginia Gas's competitors have substantially greater financial and
other resources than Virginia Gas.
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Virginia Gas has a limited number of customers for 1ts wholesale pipeline
and storage services, as potential customers must have interconnects on the
limited number of pipelines with which Virginia Gas's facilities are connected.
As a result, a majority of Virginia Gas's revenues are earned from a small
group of customers.

Regulation

Virginia State Corporation Commission. The pipeline company's and the
storage company's natural gas storage operations are regulated praimarily by the
Virginia State Corporaticn Commission and the Federal Energy Regulatory
Commission, which has jurisdiction over interstate sales of storage services.
Storage rates are subject to Virginia State Corporation Commission approval and
are based on the cost of service of the facility, which provide for an approved
rate of return. A facility can apply for revised rates based on actual costs 1f
they are higher than previcusly anticipated and conversely the Virginia State
Corporation Commission may require a reduction 1n rates 1f returns are higher
than anticipated.

The pipeline company's transmission pipeline operations are regulated by the
Virginia State Corporation Commission. Substantially all of the operations
conducted through these pipelines constitute common carrier pipeline
activities. Such common carrier activities are those under which transportation
in the pipeline is available at tariff rates published with the Virginia State
Corporation Commission to any shipper of natural gas who requests such
services, provided that each product for which transportation is requested
satisfies the conditions and specifications for transportation.

The natural gas distributien operations of the distribution company are also
regulated by the Virginia State Corporation Commission, which reqgulates the
rates that may be charged tb end-users, setting them at levels sufficient to
recover the cost of service to its customers, including an approved rate of
return. The distribution company filed for a rate increase late in 1999. The
increase was put in place subject to refund during January 2000. During
February 2000, the Virginia State Corporation Commission approved Virginia
Gas's new rate structure.

The gathering facilities, propane distribution operations, exploration
operations and natural gas marketing operations are not subject to service or

rate regulation by the Virginia State Corporation Commission.

Federal Energy Regulateory Commission. Virginia Gas's cperations either are
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not governed by, or by virtue of limited jurisdiction certificates having been
1ssued by the Federal Energy Regulatory Commission, are exempt from further
regulation by, the Federal Energy Regulatory Commission under the Natural Gas
Act .

Environmental and Safety. Virginia Gas's operaticns are subject to various
federal, state and local environmental laws. In particular, cperations in
Virginia are subject to the Virginia Clean Air Act as administered by the
Virginia Department of Environmental Quality. The Virginia Clean Air Act
restricts emissions from wells, pipelines and processing plants, and the
Virginia Department of Environmental Quality may curtail operations not meeting
minimum standards. The design, c¢onstruction, operation and maintenance of
Virginia Gas's Virginia State Corporaticn Commission jurisdictional facilities
are subject to the safety regulations established by the United States
Department of Transportation pursuant to the Natural Gas Pipeline Safety Act of
1968 or by state agency regulations meeting the requirements thereunder.
Virginia Gas 1s alsoc subject to other federal, state and local laws covering
the handling or discharge into the environment of materials used by Virgima
Gas, or otherwise relating to protection of the environment, safety and health.

Expenditures for environmental control facilities and for remediation have
not been material in relation to Virginia Gas's results of operations. Virginia
Gas believes, however, that 1t 1s reascnably likely that the trend in
environmental legislation and regulations will continue to be toward stricter
standards. Virginia Gas is unaware of future environmental standards that are
reasonably likely to be adopted that will have a material effect on Virgima
Gas's results of operations, but there can be no assurance such standards will
not be adopted in the future.
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Title to Properties

Substantially all of the properties comprising the Saltville facility and
the Early Grove field are situated on surface land not currently owned by
Virginia Gas, the pipeline company or the storage company.

The pipeline company's rights to develop and operate the Saltville facility
are currently derived from a deed from the Saltville Industrial Development
Authority. The deed provides the pipeline company with rights to store gas,
rights to use any facilities and surface area for natural gas storage use and
rights to remove salts to create cavities for natural gas storage. The deed
encompasses approximately 11,000 acres of storage rights in Washington and
Smyth counties. By Contract of Sale, dated June 13, 2000, between the town of
Saltville, the Saltville Industrial Development Authority and Virginia Gas,
Virginia Gas agreed to acquire all of the right, title and interest in
approximately 600 acres located in Saltville, including 18 existing high
pressure brine wells located on the property. The sale is subject te, among
other things, (1) regulatory approvals with respect to the pipeline company's
partial release of 1ts rights under an existing oil and gas lease and deed with
the town of Saltville, relating to approximately 10,000 acres contigucus to the
600 acre parcel and the construction of a natural gas distribution pipeline to
the Saltville Industrial Development Park and {2} the acquisition by Virginia
Gas of certain other adjacent residential properties, which have subsequently
been acquired by Virginia Gas.

The storage company's rights to develop and operate the Early Grove field
are derived from its ownership of mineral leasehold rights and from surface
easements.

Most of the existing pipelines, gathering systems and distribution systems
are situated on land not owned by Virginlia Gas, its subsidiaries or affiliates
but as to which Virginia Gas, its subsidiaries or affiliates have easements
from the landowners permitting the use of such land for the construction and
operation of pipeline facilities. Virginia Gas, its subsidiaries or affilaiates
received or intend to receive franchises, easements, licenses, permits and
other authorizations to construct and operate proposed or future pipelines,
gathering systems and distribution systems within the jurisdiction of various
cities, counties and other government agencies and jurisdictions, as well as
along and across waterways and rights-of-way for federal, state, county and
city highways, streets and roads.

Substantially all of the producing property 1interests are held pursuant to

leases from third parties. Virginia Gas believes that it or its subsidiaries or
affiliates has satisfactory title to such properties i1n accordance with
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standards generally accepted in the natural gas industry. The producing
properties are subject to customary royalty interests, liens for current taxes
and other burdens that should not materially interfere with the use of or
affect the value of such producing properties.

Employees

As of December 31, 1999, Virginia Gas, 1ts subsidiaries and affiliated
companies employed 55 persons on a full taime basis, ncne of whom are covered by
a collective bargaining agreement.

Virginia Gas's principal executive offices are located at 200 East Main
Street, Abingdon, Virginia 24210 ({Telephone: (540} 676-2380).
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MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND
RESULTS OF OPERATIONS

Results of operations

Net Income. During the three months ended June 30, 20C0, Virginia Gas
recorded net income of $53,000, compared tc net income of $93,000 for the same
pericd 1n 1999. Basic and diluted net 1ncome per common share for the quarter
was $0.01 compared to $0.02 for the second quarter of 1999. For the six months
ending June 30, 2000, Virginia Gas recorded net income of $263,000 compared to
net income of $926,000 for the same period 1n 1999. The six months ending June
30, 1999, included approximately $400,000 in net income from Virginia Gas's
share of the storage company's sale of 1ts Haysi gathering system. The sale
resulted in an additaonal $0.07 of net income per commen share. Basic and
diluted net ancome per common share for the six months ending June 30, 2000,
was $0.05 compared to $0.17 for the same period in 1999.

Revenues. Virginia Gas recorded revenues of $3.1 million for the guarter
ending June 30, 2000, compared to $2.4 million for the same period in 1999,
representaing a 30 percent increase. Revenue growth was primarily derived from
Virginia Gas's increased natural gas sales and growth i1n 1ts propane
distribution operation. Virginia Gas recorded $1,397,000 1n gas sales during
the second quarter of 2000 compared to $709,000 for the same period in 1999.
This i1ncrease resulted from increased gas prices. The average selling price of
gas per dth increased $1.31 from $2.16 during the second quarter of 1999 to
$3.47 for the same period i1n 2C00. Propane gas sales increased 48 percent to
$298,000 in the second quarter of 2000 from $201,000 for the same period in
1999 as Virginia Gas's customer base increased to 4,800 from 3,500 and gallons
sold increased to 280,000 from 250,000. The largest decline in revenues
occurred 1n storage revenues, which decreased to $669,000 for the second
quarter of 2000 from $708,000 for the second quarter of 1999. This decline was
due to the expiration cf a gas storage contract. For the six months ended June
30, 2000, virginia Gas had revenues of $6.3 million compared to $5.3 million
for the same period in 1999. The increase in revenues during the six months
ended June 30, 2000, primarily resulted from increased natural gas sales and
growth in propane distribution, offset in part by decreased storage revenues.

Cost of Gas Sold; Propane Gas Expense. During the second gquarter of 2000,
the cost of gas sold increased sharply to $1,251,000 compared to $636,000 in
1999, due to rising gas prices and 1ncreased gas sales. The amount of gas sold
increased 159,000 dths from 321,000 dths for the three months ending June 30,
1999, to 480,000 dths for the same period in 2000. The cost of gas sold
increased from an average of $1.98 per dth for the second quarter of 1999 to
$2.61 per dth for the second guarter of 2000. Virginia Gas's cost of gas sold
increased from $1.1 million for the six months ended June 30, 1999, to $1.8
million for the same period in 2000 primarily due tc increased gas prices and
increased gas sales.

During the second quarter of 2000, cost of propane sold increased to
$157,000 from $101,000 during the second quarter of 1999 as a result of higher
volumes. Propane margins increased $0.04 per gallon from $0.41 for the three
months ended June 30, 1999, tc $0.45 for the same period in 2000. Average sales
price per gallon increased to $0.95 for the second guarter of 2000 compared to
$0.82 for the same pericd of 1299, and the cost per unit also increased to
$0.49 per gallon from $0.40 per gallon. The cost of propane increased to
5655,000 for the six months ended June 30, 2000, from $353,000 for the same
period in 1999 pramarily as a result of increased velumes and higher average
sales prices per gallen.

General and Administrative Expense. General and administrative expense
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increased during the quarter ended June 30, 2000, tc $558,000 compared to
$429,000 for the same period 1n 1999. This increase is due primarily to (1) an
1ncrease 1n wages expense, as Virginia Gas hired additional perscnnel to
operate 1ts evaporator facility, and (2} an increase in professicnal fees
relating to Virginia Gas's exploration of strateg:ic alternatives. For the six
months ending June 30, 2000, general and administrative expense totaled
$1,084,000 compared to $871,000 during the same period in 1998 praimarily due to
increased wage expense and increased professional fees relating to Virginia
Gas's exploration of strategic alternatives.

Income From Affiliates. Income from affiliates improved during the second
quarter of 2000 tc $99,000 from a loss of $10,000 during the same period in
1999. Affiliates income declined from $431,000 for the six months ended June
30, 1999, to $124,000 in 2000. The storage company reported net income of
$321,000 during the second quarter of 2000, compared to $107,000 during the
same period in 1999. The improvement
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resulted from increased gas sales. The storage company had a large non-
recurring gas sale 1n the second guarter of 2000. Fer the six months ended June
30, 2000, the storage company had net income of $439,000 compared to $1,063,000
for the first six months of 1999. This decrease 1s due to the gain that was
recorded from the sale of the Haysi gathering system in the first quarter of
1999. Without the cone-time gain related to the sale of the Haysi gathering
system 1n the first quarter of 1999, the storage company would have recorded
net income of $267,000 for the first six months of 1999. The distribution
company recorded a net loss of $124,000 for the first quarter of 2000 compared
to a net loss of $127,000 for the same period i1n 1999 as gas sales increased 29
percent to $330,000 from $256,000. However, the distribution company's assets
continued to be underutilized as growth has yet to offset the cost of recent
capital additions. The distribution company reported a net loss of $192,000 for
the six months ended June 30, 2000, compared to a net loss of $208,000 for the
same period in 1999. The small improvement is the result of increased gas
sales.

Cutlook

Virginia Gas began construction of segment 4 of its P-25 pipeline system
during the month of July 2000. Segment 4 runs 37 miles from Wytheville to
Radford, Virginia. Virginia Gas anticipates having the segment in service late
in the fourth quarter of 2000. The segment will serve 10,000 dths per day at
three different delivery points pursuant to a contract with Atmes Energy's
United Cities Gas Company. Virginia Gas has also begun the right-of-way
acquisition process for segment 5 of its P-25 pipeline. Segment 5 will run 45
miles from Radford to Roancke, Virginia.

In June 2000, Virginia Gas entered into a contract to purchase rights
assoclated with the expansion of its salt cavern storage facility in Saltville,
Virginia. Virginia Gas has begun engineering studies and has developed a
project management plan for the expansion of the facility. Virgin:ia Gas expects
to begin the expansion project in the fourth quarter of 2000.

Financial Condition

Virginia Gas has classified $24 million of leng-term debt as current due to
non-compliance with its debt covenants, which has resulted in Virginia Gas's
independent auditor expressing uncertainty regarding Virginia Gas's ability to
continue as a going concern in its report that accompanies Virginia Gas's
Annual Report on Form 10-KSB for the year ended December 31, 1999. Although
Virginia Gas has made all required principal and interest payments when due,
Virginia Gas's covenants reguire it to maintain certain financial ratios. One
covenant requires Virginia Gas to maintain historical EBITDA of one and three-
guarters times current debt service. Virginia Gas currently is unable to comply
with this covenant and is, therefore, in default under its debt agreements with
John Hancock and Wachovia Bank. Borrowings under the interim financing facility
with NUI will result in additional defaults under these agreements. Absent an
alternative source of financing or a conversion of a substantial portion of its
assets to cash, Virginia Gas has no present means of curing these covenant
defaults. Virginia Gas's lenders have the right to demand the amounts due
(approximately $33 million, including prepayment penalties) at any time.

If Virginia Gas's lenders exercise their rights and seek remedies available

te them under the loan documents, or if NUI declares all amounts outstanding
under the NUI credit facility immediately due and payable, which 1t would have
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the right to do 1f there are additional defaults under the bank loan
agreements, the forced liquidation or bankruptcy cof Virginia Gas may be
necessary. In those circumstances, Virginia Gas stockholders may lose their
entire investment in Virginia Gas. See "INTERIM FINANCING" on page 27.

Forward Looking Statements

Certain of the statements contained in this Management's Discussion and
Analysis of Financial Condition and Results of Operations are forward-looking.
While Virginia Gas believes that these statements are accurate, Virginia Gas's
business is dependent upon general econcmic conditions and various conditions
specific to 1ts aindustry, and future trends and these factors could cause
actual results to differ materially from the forward looking statements that
have been made. In particular:

Virginia Gas's growth plans are contingent on its ability to affordably
finance future capital expenditures through the debt and equity markets.
If Virginia Gas 1s unable to finance capital expenditures, revenue growth
and earnings will be negatively impacted.
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Virginia Gas's revenue growth depends on future demand for pipeline and
storage services. Many factors 1mpact that demand. A continued trend of
warmer than normal winters in Virginia Gas's service area could
substantially curb the demand for natural gas storage and/or pipeline
service. "Unbundling” or deregulation in the natural gas industry could
introduce additional competitors and make the viability of long-term
contracts suspect.

. Virginia Gas derives 52 percent of its revenues from four customers.
Accordaingly, the future of Virginia Gas 1s 1nexorably linked to these
significant customers. If any of these customers experience liguidity
problems or undergo consolidations, 1t could negatively impact Virginia
Gas.

BUSINESS OF NUI

NUI was incorporated in New Jersey in 1969 and 1s a multi-state energy
sales, services and distribution company. NUI's operations are organized and
managed under three primary segments: distribution services, energy sales and
services and customer services.

The distribution services segment distributes natural gas i1n six states
through NUI's regulated utility divisions, which are regulated as to price,
safety and return by the regulatory commissions of the states ain which NUI
operates. The distribution services segment serves approximately 372,000
customers, of which 67 percent are i1n New Jersey and 33 percent are in other
states.

The energy sales and services segment reflects the operaticns of the NUI
Energy, NUI Energy Brokers and NUI Energy Solutions subsidiaries, as well as
off-system sales by the utility divisions. This segment offers wholesale and
retall energy sales, energy portfolio management, risk management, utility
asset management, project development and energy consulting services.

The customer services segment is comprised of the Utility Business Service
subsidiary and the appliance business operations. This segment provides
appliance repair, maintenance, 1installation and leasing:; customer information
system services, including bill printing, mailing, collection and payment
processing; network analysis; facilities database management and operations
mapping and field computing for other utilities.

NUI's principal executive offices are located at 550 Route 202-206,
Bedminster, New Jersey 07921 (Telephone: (908) 781-0500).
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PENDING NUI HOLDING COMPANY REORGANIZATION
On March 27, 2000, holders of NUI common stock approved a propeosal to put 1in

place a holding company structure, which i1s commonly used throughout the
utility industry, through a share exchange. In the share exchange, NUI common
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stock will be converted into new shares of NUI Holding common stock on a share-
for-share basis and NUI will become a wholly-owned subsidiary of NUI Holding.
NUI believes that this holding company structure will help to take full
advantage of federal and state regulatory changes intended to promote
competition among natural gas and electricity suppliers. The holding company
structure should help NUI focus on and develop diversification activities in
areas related to NUI's core business of energy sales and marketing and energy
distribution. NUI believes that the holding company structure will give NUI
more flexibility to pursue unregulated business and financing opportunities and
also help NUI protect 1ts regulated business from the risks and costs
associlated with unregulated activities.

These charts show NUI's existing structure and the proposed structure for
NUI Holding:

Current Structure

Current NUI common shareholders

NUI
(including all regulated utilities)

NUI Capital Corp.

Unregulated Subsidiaries
Helding Company Structure

Current NUI common shareholders

NUI Holding Company
(to be renamed NUI Corporation following the restructuring)

NUI Utalities, Inc. (current NUI) NUI Capital Corp.

{including all regulated utilities)
Unregulated Subsidiaries

As part of the restructuring, NUI will change 1ts name to NUIl Utilaties,
Inc. and intends to transfer its ownership interests in NUI Capital Corp. so
that all of i1ts unregulated subsidiaries will become direct cor indirect
subsidiaries of NUI Holding.
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DESCRIPTION OF NUI AND NUI HOLDING CAPITAL STOCK

The following description cf the NUI and NUI Holding capital stock deoes not
purport to be complete and 1s subject, in all respects, to applicable New
Jersey law and to the provisions of NUI's and NUI Holding's certificates of
incorporation. The terms of NUI Holding capital stock are substantially the
same as those of NUI.

General

NUI's and NUI Holding's authorized capital stock consists of 30,000,000
shares of common stock, without par value, and 5,000,000 shares of preferred
stock, without par value. NUI's board has designated a series of 100,000 shares
of Series A Junior Participating preferred stock, without par value, in
connection with the adoption of its Rights Agreement. Although NUI Holding has
not adopted a shareholder rights plan, it plans to do so and to designate a
series of preferred stock shortly after the helding company reorganization is
cempleted.

Common Stock
On September 29, 2000, there were 12,969,889 shares of NUI common stock

outstanding. On September 29, 2000, no shares of NUI Holding common stock were
outstanding. All outstanding shares of NUI common stock are, and the shares

http://ccbn.tenkwizard.com/print.php?repo=tenk&ipage=1221033&attach=ON&doc=1 5/16/2002



10k Wizard: SEC Filings Page 55 of 134

offered hereby, when issued, will be, fully paid and nonassessable. All holders
of NUI and NUI Holding common stock have voting rights and are entitled to

one vote for each share held of record on all matters submitted to a vote of
the shareholders. Helders of NUI and NUI Holding common stock do nect have the
right to cumulate votes in the election of directors and do not have a right of
redemption or any preferential raght of subscription for any securities of NUI
or NUI Helding.

Subject to preferences that may be applicable to any shares of NUI or NUI
Holding preferred stock outstanding at the time, holders of NUI and NUI Holding
common stock are entitled to dividends when and as declared by NUI's or NUI
Holding's board from funds legally available therefor and are entatled, in the

event cf liguidation, to share ratably in all assets remaining after payment of
liabilities.

Preferred Stock

On September 29, 2000, there were no shares of Series A preferred stock
outstanding. The Series A preferred stock 1s 1ssuable under the terms of NUI's
Rights Agreement.

NUI's and NUI Holding's respective boards have the authority, without
further shareholder action, to 1ssue from time to time all or any part of the
authorized NUI and NUI Holding preferred stock. Additional NUI and NUI Holding
preferred stock 1s 1ssuable 1n one or more series, and NUI's and NUI Holding's
respective boards are authorized to determine the designation and number of
shares in each series and to fix the dividend, redemption, liquidation,
retirement, conversion and voting rights, 1f any, of such series, and any other
rights and preferences thereof. Any shares of NUI or NUI Holding preferred
stock that may be issued may have disproporticnately high voting raights or
class voting rights, may be convertible inte shares of NUI or NUI Holding
common stock, as appropriate, and may rank prior in right to shares of NUI or
NUI Holding common stock as te payment of dividends and upon liguidation.
Although the issuance of additional NUI or NUI Holding preferred stock may have
an adverse effect on the rights {including voting raghts) of holders of NUI or
NUI Holding common stock, the consent of the holders of NUI and NUI Holding
common stock would not be required for any such issuance. In addition, the
1ssuance of additional NUI or NUI Holding preferred stock may have the effect
of delaying, deferring or preventing a change ain control of NUI or NUI Holding,
as applicakble. NUI has no current plans to 1ssue any new series of NUI
preferred stock. Other than in connection with NUI Helding's proposed
shareholder rights plan, NUI Holding has ne current plans to issue any new
series of NUI Holding preferred stock.
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COMPARATIVE RIGHTS OF HOLDERS OF VIRGINIA GAS COMMON
STOCK AND NUI AND NUI HOLDING COMMCN STOCK

The following is a comparison of certain of the rights of holders of
Virginia Gas common stock and those of holders of NUI and NUI Holding common
stock. Because NUI and NUI Heolding are organized under the laws of the State of
New Jersey and Virginia Gas 1s organized under the laws of the State of
Delaware, differences 1n the rights of holders of Virginia Gas common stock and
those of holders of NUI and NUI Holding common stock arise from differing
provisions of Delaware law and New Jersey law, in addition to differing
provisions of Virginia Gas's and NUI's and NUI Holding's respective
organizational documents. Except as ncted below, the organizational documents
of NUI and NUI Holding are substantially the same.

The following summary does not purport to be a complete statement of the
provisions affecting, and differences between, the rights of holders of
Virginia Gas common stock and those of holders of NUI and NUI Holding common
stock. The identifacat:ion of specific provisions or differences is not meant to
indicate that other equally or mere significant differences do not exist. This
summary is qualified in its entirety by reference to New Jersey law and
Delaware law and by the governing corpeorate instruments of Virginia Gas, NUI
and NUI Holding, to which stockholders are referred.

Authorized Capital Stock

NUI. NUI's and NUI Holding's authorized capital stock consists of 30,000,000
shares of common stock and 5,000,000 shares of preferred stock. On September
29, 2000, 12,969,888 shares of NUI common stock and no shares of NUI preferred
stock were issued and outstanding and 716,800 shares of NUl common stock were
reserved for issuance pursuant to NUI's stock-based benefit plans. On September
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29, 2000, no shares of NUI Holding common stock and no shares of NUI Holding
preferred stock were issued and outstanding and nc shares of NUI Helding common
stock were reserved for issuance pursuant to NUI Holding's stock-based benefit
plans. The NUI and NUI Holding board may determine the preferences, limitations
and relative raghts, to the extent permitted by New Jersey law, of any class or
series of shares of preferred stock before issuance of such shares. The
1ssuance of such shares does not require the approval of the holders of NUI or
NUI Holding common stock, as applicable.

Virginia Gas. Virginia Gas's authorized capital stock consists of
100,000,000 shares of common stock, $.001 par value, and 1,000,000 shares of
preferred stock, without par value. On September 29, 2000, 5,504,906 shares of
Virginia Gas commen stock and no shares of preferred stock were outstanding,
255,000 shares of Virginia Gas common stock were reserved for issuance pursuant
to Virginia Gas's stock-based benefit plans and 943,149 shares of Virginia Gas
common stock were reserved for issuance upon the exercise of outstanding
warrants. The Virginia Gas board may determine the preferences, limitations and
relative rights, tc the extent permitted by Delaware law, of any class or
series of shares of Virginia Gas preferred stock before i1ssuance of such
shares. The 1ssuance of such shares does not reguire the approval of the
holders of Virginia Gas common stock.

Stockholder Rights Plans

NUI. In November 1995, NUI's beard adopted a shareholder rights plan under
which holders of NUI common stock were issued as a dividend one "right" to buy
one one-hundredth of a share of Series A Junior Participating Preferred Stock
at a purchase price of $50 for each share of NUI common stock held. The rights
1nitially attached to the shares of NUI common stock and can be exercised or
transferred only if a person or group, with certain exceptions, acquires, or
commences a tender offer to acquire, beneficial ownership of 15 percent or more
of NUI common stock. The non-acquiring shareholders may use each right, except
any rights held by the acguirer, to purchase, at the right's exercise praice,
shares of NUI common steck with a market value equivalent to twice the right's
exercise price. When shareholders exercise their rights in this way, they will
substantially reduce the acquirer's ownership percentage.
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NUI may redeem the rights at $0.001 per right at any time before any of the
above events take place. All rights expire on November 27, 2005. Immediately
after the NUI helding company reorganization is effective, NUI Holding
anticipates entering into a shareholder rights agreement similar to the one
described above.

Virginia Gas. The Virginia Gas board has not adopted a stockholder rights
plan.

Directors

NUI. New Jersey law allows for a board of one or more members. The
certificates of incorporation of NUI and NUI Holding both provide for between
ei1ght and twenty-five directors, subject to possible variance if the NUI or NUI
Holding board grants some specilfied rights to preferred shareholders. The NUI
and NUI Holding boards currently consist of eight directors.

Under NUI's and NUI Holdaing's bylaws, the NUI and NUI Holding boards are
divided into three classes, as nearly egual in number as possible. At each
annual election of directors, the successors to those directors whose term 1s
expiring are elected to hold coffice until the annual meeting of shareholders
held in the third year following their election. No decrease in the number of
directors shall shorten the term of any incumbent director.

Directors are elected by a majcrity vote of sharehclders entitled to vote at
a meeting at which a gucrum 1s present. Holders of NUI and NUI Helding common
stock do not have cumulative voting rights in the electicn of directors.

Virginia Gas. Delaware law provides that the board of directors of a
Delaware corporation shall consist of the number of individuals specified i1n or
fixed 1n accordance with the bylaws or the certificate of incorporation of the
corporation. The Virginia Gas board currently consists of five directors.

Under Virginia Gas's bylaws, the Virginia Gas board is divided into three

classes with the number of directers divided equally so far as possible among
the three classes. At each annual election of directors, the successors to the
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directors of each class whose term expires 1n that year are elected to hold
office for a term of three years from their date of election. No decrease in
the number of directeors shall have the effect of shortening the term of office
of any incumbent director.

Directors are elected by a majority of the veotes cast by holders of Virginia
Gas common stock entitled to vote at a meeting at which a quorum is present.
Holders of Virginia Gas common stock do not have cumulative voting rights in
the election of directors.

Removal of Directors

NUI. The certificates of incorporation of NUI and NUI Holding allow for
removal of directors by the shareholders only for cause. The affirmative vote
of the holders of 75 percent of the then cutstanding voting stock, voting as a
single class, is reguired to remove directors.

Virginia Gas. A member of the Virginia Gas board may be removed with or
without cause by the holders of a majority of shares of Virginia Gas stock then
entitled to vote in the election of directors.

Vacancies on the Board of Directors

NUI. Vacancies on the NUI or NUI Holding boards, and any newly created
directorships resulting from any increase 1n the size of the NUI or NUI Holding
boards, may only be filled by the majority of directors then holding office,
or, if New Jersey law expressly allows, by a 75 percent vote of the
shareholders at a special meeting.
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Virginia Gas. Vacancies on the Virginia Gas board and newly created
directorships resulting from an increase in the number of directors may be
filled by a majority of the directors then 1in cffice, although less than a
quorum, or by the sole remaining director, and each director so elected shall
serve until the sooner of (1) the unexpired term of the directorship to which
he 1s elected, (2) until his successor is elected and qualified or (3) untail
his earlier resignation or remcval.

Notice of Stockholder Nominations of Directors and Stockholder Proposals

NUI. The NUI and NUI Helding bylaws provide that a shareholder may propose
business for consideration, or nominate candidates for director for election,
upon written notice from the shareholder received not less than 90 nor more
than 120 days before the meeting, provided, however, 1f less than 100 days'
notice or prior public disclosure of the date of the annual meeting is given or
made to shareholders, a shareholder's ncotice must be received not later than
the tenth day following the day the notice was mailed or publicly disclosed,
whichever occurs earlier.

Virginia Gas. The Virginia Gas bylaws provide that a stockholder may propose
business for consideration, or nominate candidates for director for election,
upon written notice from the stockholder received not less than 90 days before
the date of the meeting, provided, however, 1f less than 100 days' notice or
prior public disclosure of the date of the annual meeting is given or made to
stockholders, a stockholder's notice must be received not later than the tenth
day following the day the notice was mailed or publacly disclosed, whichever
occurs earlier.

Director Standard of Conduct

NUI. Under New Jersey law, directors and members of any committee designated
by the board of directors shall discharge their duties in good faith and with
that degree of diligence, care and skill which ordinarily prudent people would
exercise under similar circumstances in like positions.

Virginia Gas. Delaware commeon law requires that a director of a Delaware
corporation discharge his or her duties as a director in accordance with the
fiduciary duties of care and loyalty. The duty of care requires that darectors,
in performing their corporate duties, exercise the care that an ordinarily
prudent person would exercise under similar circumstances. The duty of loyalty
prohibits self-dealing by directors.

Limitations on Director Liability

NUI. The NUI and NUI Holding certificates ¢f incorporation provide that a
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director shall not be personally liable to the corporation, or to its
shareholders, for monetary damages for breaches of their fiduciary duty of
care, provided, hcwever, that a director or cfficer cannot be relieved from
liability for any breach of duty based upon an act or omission (1) in breach cf
such person's duty of loyalty to the entity or its shareholders, (2) not in
good faith or invelving a knowing violation of law or (3) resulting in the
receipt by such person ¢f an improper personal benefit.

Virginia Gas. The Virginia Gas certificate of incerporation provides that a
director shall not be personally liable to Virginia Gas or its stockholders for
monetary damages for breach of fiduciary duty as a director, except for
liabalaty (1) for any breach of the director's duty of loyalty to Virginia Gas
or 1ts stockholders, {(2) for acts or omissions not in good faith or which
involved intentional misconduct or a knowing violation of law, (3) for any
transaction from which the director derived an i1mproper perscnal benefit or
(4) under Section 174 of the Delaware General Corporation Law.

Indemnification

NUI. As autheorized under New Jersey law, NUI's and NUI Holding's
certificates of incorporation provide that a director or officer shall not be
personally liable tc the corporation or 1ts shareholders for
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monetary damages for a breach of fiduciary duty owed to the corporation, except
to the extent that such exemption from, or a limitation of, liability 1s not
permitted under the New Jersey Business Corporation Act.

Under their respective certificates of incorporation, NUI and NUI Holding
are required, to the fullest extent permitted by the New Jersey Business
Corporation Act or any other law, to indemnify and hold harmless their
respective directors, officers, employees and agents. The New Jersey Business
Corporation Act prevides that a corporation may indemnify its directors,
officers, employees or agents against judgments, fines, penalties, amounts paid
in settlement and expenses, including attorney's fees, resulting from various
types of legal actions or proceedings 1f the party being indemnified acted 1in
geod faith and in a manner he reasonably believed to be in or not opposed to
the best interests of the corporation, and in any criminal proceeding, such
party being indemnified had no reasonable cause to believe his conduct was
unlawful. In proceedings by or in the right of the corporation, a party seeking
ta be indemnified, when the above standards of conduct are found as set forth
1n the previocus sentence, may be indemnified for expenses. However, if a court
judges a party seeking to be indemnified liable to the corporation, no
indemnification shall be provided except as the court deems proper. A party
seeking to be i1ndemnified must be indemnified against expenses by the
corporation to the extent such party has been successful on the merits or
otherwise in a proceeding arising out of such party's duties.

Virgainia Gas. The Virginia Gas bylaws provide that Virginia Gas shall
indemnify any person who was or is a party or is threatened to be made a party
to any threatened, pending or completed action, suit or proceeding, whether
civil, criminal, administrative or investigative, by reason cof the fact that
such perscn 15 or was, at any time prior to or during which such provision is
1in effect, a director, officer, employee or agent of Virginia Gas, or 1s or
was, at any time prior to or during which such provaision is in effect, serving
at the request of Virginia Gas as a director, officer, employee or agent of
another corporation, partnership, joint venture, trust, employee benefit plan
or other enterprise against reasonable expenses (including attorneys' fees),
judgments, fines, penalties, amounts paid in settlement and cother liabilities
actually and reasonably incurred by such persen in connection with such action,
suirt or proceeding to the fullest extent permitted by the Delaware General
Corporation Law, upon such determination having been made as to such person's
good faith and conduct.

Mergers, Share Exchanges and Sales of Assets

NUI. New Jersey law generally requires that any merger, share exchange or
sale of assets of a corporation other than in the regular course of business be
approved by the affirmative vote of a majority of the votes cast by the holders
of shares entitled to vote. The NUI and NUI Holding certificates of
incorporation and bylaws do not contain any provisions that alter this voting
requirement.

Virginia Gas. Delaware law generally requires that any merger or sale of all
or substantially all of the assets of a corporation not in the ordinary course
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of business be approved by the affirmative vote of the majority of the issued
and outstanding shares entitled to vote. The Virginia Gas certificate of
incorporation and bylaws do not contain any provisions that alter this voting
requirement .

Anti-Takeover Statutes

NUI. The New Jersey Business Corporation Act provides that in determining
whether a proposal or offer to acquire a corporaticn 1s in the best interest of
the corporation, a board of directors may, in addition teo considering the
effects of any action on sharehclders, consider (1) the effects of the proposed
action on the corporation's employees, suppliers, crediters and customers, (2)
the effects on the community in which the corporation operates and (3) the
longer-term as well as short-term interests of the corporation and 1its
shareholders, including the possibility that those interests may be served best
by the centinued independence of the corporation.

The statute also provides that if, based on those factors, a board
determines that the offer 1s not in the best interest of the corporation, it
may reject the offer.
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The New Jersey Stockholders Protection Act prohibits some specified business
combinations between an "interested shareholder" and a "resident demestic
corperation.”™ An "interested shareholder" 1s one that 1s directly or indirectly
a beneficial owner of 10 percent or more of the voting power of the outstanding
voting stock of a resident domestic corporation. The prohibitions are as
follows: (1) specified business combinations are prohibited for five years
after the date the interested shareholder acqguired its stock, unless the
business combinatieon was approved by the resident domestic corporation's board
of directors before the interested shareholder's stock acquisition date and (2)
after the five-year period, the prohibition on certain business combinations
continues unless (a} the combination 1s approved by the affirmative vote of
two-thirds of the voting stock not beneficially owned by the interested
shareholder, (b) the combination is approved by the board before the interested
shareholder's stock acquisition date or (3) the corporation's common
shareholders receive payment for their shares that meets standards prescribed
in the statute.

Virginia Gas. Section 203 of the Delaware General Corporation Law provides
that a corporation shall not engage in any "business combination" with any
"interested stockholder™ for a period of three years following the time that
such stockholder became an interested stockholder, unless (1) prior to such
time, the board of directors of the corporation approved either the business
combination or the transaction that resulted in the stockholder becoming an
interested stockholder, (2) upon consummation of the transaction that resulted
in the stockholder becoming an interested stockholder, the interested
stockholder owned at least B85 percent of the voting stock of the corporation
outstanding at the time the transaction commenced, excluding for purposes of
determining the number of shares outstanding those shares owned {a) by persons
who are directors and also officers and (b) employee stock plans in which
employee participants deo not have the right to determine confidentially whether
shares held subject to the plan will be tendered in a tender or exchange offer
or (c) at or subsequent to such time, the business combination is approved by
the board of directors and authcrized at an annual or special meeting of
stockholders, and not by written consent, by the affirmative vote of at least
two-thirds of the outstanding veoting stock that 1s not owned by the interested
stockholder. A "business combination™ under the Delaware General Corporation
Law is generally defined as any of the following transactions involving the

corporation and an interested stockholder therecf: (1) a merger or
consolidation; (2) a sale, lease, exchange, mortgage, pledge, transfer or other
disposition of 10 percent or more of the corporation's assets; (3) an issuance

or transfer of the corporation's stock; (4) a transaction having the effect of
directly or indirectly increasing the proportionate share of the corperation's
stock held by such interested stockholder; or {5) any receipt by such
interested stockholder cf the benefit of any loans, guarantees, pledges or
other financial benefits. An "interested stockholder”™ under the Delaware
General Corporation Law 1s generally defined as any person owning 15 percent or
more of the corporation's outstanding voting stock.

Amendments to Certificate of Incorporation and Bylaws
NUI. Under New Jersey law, unless a greater vote is specified in the

certificate of incorporation, the affirmative vote of a majority of the votes
cast by shareholders of the corporation entitled to vote is required for (1)
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any amendment to a New Jersey corperation's certificate of incerporation, (2) a
voluntary dissclution of the corporation, (3) a sale or other disposition of
all cr substantially all of a corporation's assets other than in the ordinary
course of business or (4) a merger or consclidation of the corporation with
another corporation.

The certificates of incorporation c¢f NUI and NUI Holding contain provisicns
specifying that the affirmative vote of holders of at least 75 percent of all
the then outstanding shares of voting stock, voting as a single class, 1s
required to alter certain provisions of the certificate of incorporation or of
the bylaws having the same effect.

Virginia Gas. Delaware law and Virginia Gas's certificate of incorporation
and bylaws provide that 1ts certificate of 1ncoerporation may be amended by the
Virginia Gas board and by the affirmative vote of the holders of a majority of
the cutstanding shares entitled to vote. Virginia Gas's bylaws may be made,
repealed, altered, amended or rescinded by a vote of not less than a majority
of the total voting power of all shares of the stock of Virginia Gas entatled
to vote 1n the election of directors, considered for this purpose as one class.
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Dissenters' Rights

NUI. Under New Jersey law, any shareholder of a New Jersey corporation has
the right tec dissent from, and an appraisal of the "fair value”™ of his or her
shares in the event of the consummation of a merger, consolidation or sale,
lease, exchange or other disposition of all or substantially all of the
corporation’s assets not i1n the usual or regular course of business, provided
that, unless the certificate of incorporation otherwise provides, a shareholder
shall not have the right to dissent from any merger, consclidation or
disposition of assets with respect to shares of a class or series which 1s
listed on a national securities exchange or 1s held of record by not less than
1,000 record sharehclders or for which, pursuant to the merger, consolidation
or disposition of assets, he will receive (1} cash, (2) shares, obligations or
other securities which, upon consummation of the merger, consolidation or
disposition of assets, will either be listed on a national securities exchange
or held of record by not less than 1,000 holders or (3) cash and such
securities.

A corperation may provide in its certificate of incorporation that holders
of all classes of 1ts shares, or of a particular class or series thereof, shall
have the right to dissent from specified corporate actions in addition to those
enumerated above.

Virginia Gas. Under Delaware law, a stockholder of a Delaware corporation is
entitled to an appraisal by the Court of Chancery of the "fair value" of his or
her shares in the event of the consummation of a merger or consclidation to
which the corporation is a party, provided that either (1) approval by the
stockholders of the corporation is required for the merger pursuant to Delaware
law or the corporation's certificate of incorporation and the stockholder is
entitled to vote or (2) the corporation 1s a subsidiary being merged with its
parent or another subsidiary of the parent pursuant to a particular Delaware
law provision for such transactions and all cof the stock of the corporation is
not owned by the parent corporation.

With respect to shares of any class or series that are either listed on a
national securities exchange or designated as a national market system security
on an interdealer quotation system by the National Association of Securities
Dealers, Inc. or held by at least 2,000 record stockholders, appraisal rights
are not available to the holders of such shares by reason of a merger or
consolidation unless the holders thereof are required by the terms of an
agreement of merger or consoclidation t¢ accept for such stock anything except
{1) cash in lieu of fractional shares, (2) shares of the surviving corporation
or shares of any other corporation that are either listed on a national
securities exchange or designated as a national market system security on an
interdealer guotation system by the NASD or held by more than 2,000 record
stockholders or (3) a combination of cash in lieu of fractional shares and such
shares.

A Delaware corporation may provide in its certificate of incorporation that
apprailsal rights shall be available for the shares of any class or series of
1ts stock as a result of an amendment to its certificate of ancorporaticn, any
merger or consolidation to which the corporation 1s a party or the sale of all
or substantially all of the assets of the corpecration.
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A stockholder who has the right to appraisal 1n connection with a
transaction and to receive payment of the "fair value"™ of his or her shares
must follow specific procedural requirements as set forth in Delaware law in
order to maintain such right and obtain such payment.

FEDERAL SECURITIES LAWS CONSEQUENCES;
STOCK TRANSFER RESTRICTION AGREEMENTS

This document does not cover any resales of the NUI or NUI Holding common
stock to be received by Virginia Gas's stockheolders upon consummation of the
merger, and no person 15 authorized to make any use of this document 1n
connection with any such resale.

All NUI or NUI Holding common stcck that Virginia Gas stockholders receive
in the merger will be freely transferable, with the exception of the NUI or NUI
Holding common stock received by persons who are deemed to be "affiliates" of
Virginia Gas under the Securities Act of 1933 at the time of the annual
meeting.
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These "affiliates"™ who receive NUI common stock in the merger may only resell
that stock in transactions permitted by Rule 145 under the Securities Act of
1933 or as cotherwise permitted under that Act. Persons who may be deemed to be
affiliates of Virginia Gas for such purposes generally include individuals or
entities that control, are contrcllied by, or are under common control with,
Virginia Gas and may include some cfficers, directors and principal
stockholders of Virginia Gas. The merger agreement requires Virginmia Gas to
seek to deliver or cause to be delivered toc NUI on or prior to the effective
time of the merger from each of those affiliates an executed letter agreement
to the effect that those persons will nct coffer or sell or otherwise dispose of
any NUI or NUI Holding common stock issued to them in the merger in viclation
of the Securities Act of 1933.

LEGAL MATTERS

The validity of the common stock to be i1ssued in connection with the merger
will be passed upon by James R. Van Horn, Esg. as counsel for NUI and NUI
Holding. It is a condition to the consummation of the merger that NUI and
Virginia Gas receive an opinion from Hunton & Williams, legal counsel to NUI,
to the effect that the merger will be a reorganization for federal 1income tax
purposes. We describe the conditions for consummation of the merger under the
heading "PROPOSAL NO, 1: THE MERGER--Conditions to the Merger."

EXPERTS

The consolidated financial statements of NUI as of and for the three fiscal
years in the period ended September 30, 1999, incecrpeorated herein by reference
from the NUI Annual Report (Form 10-K) for the year ended September 30, 1999,
have been audited by Arthur Andersen LLP, independent auditors, as indicated in
their report with respect thereto. Such consclidated financial statements are
incorporated herein by reference in reliance upon such report given upon the
authority of such firm as experts in accounting and auditing i1n gaving said
report.

The consolidated financial statements of Virginia Gas as of and for the two
fiscal years in the period ended December 31, 1999, incorporated herein by
reference from the Virginia Gas Annual Report (Form 10-KSB) for the year ended
December 31, 1999, have been audited by Arthur Andersen LLP, independent
auditors, as indicated in their report with respect thereto. Such consolidated
financial statements are incorporated herean by reference in reliance upon such
report given upon the authority of such firm as experts in accounting and
auditing in gaving said repcrt. Reference i1s made to said report, which
includes an explanatory paragraph with respect to the uncertainty regarding
Virginia Gas's ability to continue as a going concern as discussed in Notes 2
and 8 of the consolidated financial statements.

Representatives of Arthur Andersen LLP are expected to be present at the
annual meeting. These representatives will have the opportunity to make a
statement if they so desire and will be available to respond to appropriate
questions.

PROPOSAL NO. 2: ELECTION OF DIRECTORS

The Virginia Gas board is divided into three classes of directors, with each
serving staggered three year terms. The Virginia Gas board currently consists
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of five directors. The directors nominated for election at the 2000 annual
meeting are Everette G. Allen, Jr. and G. Lee Crenshaw, II. The nominees, 1f
elected, will serve until the effective time of the merger, or, if the merger
agreement 1s not approved and adopted or the merger 1s not completed, until the
annual meeting of stockholders held in 2003 and until their respective
successors are elected and qualified. To be elected as directors, the nominees
must each receive the favorable vote of a majority of the shares represented
and entitlied to vote at the meeting. Although the nominees currently intend to
serve on the Virginia Gas board, 1f the nominees should decline or be unable to
serve, the Virginia Gas board may designate a substitute nominee. Virginia Gas
has no reason to believe that the nominees will decline or be unable to serve.
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Set forth below for each nominee is information regarding their age, the
pericds during which they have served as directors, their business experience
during at least the past five years and other directorships currently held by
the neminees.

Everette G. Allen, Jr., age 59, has served as a director of Virginia Gas
since January 1998. He has served as Chairman of Hirschler, Fleischer,
Weinberg, Cox & Allen, a law firm located in Richmond, Virginia, since 1986,
and has been employed by that firm since 1970. Mr. Allen 1s a director of
Hersha Hospitalaty Trust, a publicly traded real estate investment trust
registered on the American Stock Exchange. Mr. Allen has served as a member of
the Board of Trustees for Randolph-Macon College and 1s a Fellow with the
American College of Trial Lawyers. He is a Phi Beta Kappa graduate of Randolph-
Macon College and a graduate of the University of Virginia School of Law.

G. Lee Crenshaw, II, age 41, has served as a director of Virginia Gas since
January 1998. He has served as a director and Senior Vice President of Anderscn
& Strudwick, Inc. since 1994. From 1991 to 1994 he was employed at Scott &
Stringfeliow, Inc. as Vice President. Mr. Crenshaw was employed as a
stockbroker at Wheat, First Securities, Inc. from 1982 to 1991. He is a
graduate of Virginia Commonwealth University.

The Virginia Gas board recommends that you
vote "FOR" the election of the nominees.
Continuing Directors

Set forth below is information regarding Virginia Gas's continuing
directors, their ages, the period during which they have served as a director,
their business experience during at least the past five years and other
directorships currently held by them.

Glenn B. Rogers, age 61, served as Senior Vice President of Marketing and
Gas Supply for United Cities Gas Company from 1970 until his retirement an
October 1997. In this position, he was responsible for the propane operations
of United Cities Gas Company. From 1979 to 1987, Mr. Rogers served United
Cities Gas Company as Group Vice President of Gas Supply, Marketing and Rates
and from 1976 to 1979 he served as Vice President of Gas Supply. Mr. Rogers is
a past president of the Southeastern Gas Association. He also serves as a
director of Vietti Food Corporation. Mr. Rogers holds a B.S. degree in
mathematics from Peabody Ccllege and a Master's degree in mathematics from
Scutheast Oklahoma State College. Mr. Rogers' term as a director expires in
2001. Mr. Rogers was elected Chairman of the Board in April 1999.

Karen K. Edwards, age 42, has served as Vice President and director of
Virginia Gas since its formation in 1987. She served as Treasurer until
September 1995 and as Secretary until March 1998, Mrs. Edwards received a
Bachelor's degree in Business Administration from the University of Colorado
and an MBA from the Colgate Darden Graduate School of Business at the
University of Virginia. Mrs. Edwards' term as a director expires in 2001. She
is the wife of Michael L. Edwards.

Michael L. Edwards, age 47, has served as President and director of Virginia
Gas since 1ts formation i1n 1987 and Chairman from 1987 to April 1999. He also
serves as President of Virginia Gas Exploration Company, Virginia Gas Pipeline
Company, Virginia Gas Marketing Company, Virginia Gas Propane Company, Virginia
Gas Storage Company and Virginia Gas Distribution Company. From 1983 to 1986,
Mr. Edwards served as Executive Vice President and director of Petroleum
Development Corporation. Mr. Edwards 1s a Phi Beta Kappa graduate of the
University of California, Berkeley and he received an MBA from the Stanford
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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 Abcout the Virginia Gas Board of Directors and Commitiees

The Virginia Gas board held nine meetings during 1999. Each i1ncumbent
director attended more than 75 percent of the aggregate number of meetings of
the Virginia Gas board and the committees on which such director served in
1999. The Virginia Gas board has standing audit, nominating and compensaticn
committees.
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The audit committee, composed of Everette G. Allen, Jr., G. Lee Crenshaw, I1
and Karen K. Edwards, recommends the i1ndependent public accountants to be
appointed by the Virginia Gas board as auditor of Virginia Gas, its
subsidiaries and affiliated companies. The audit committee also 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. It reports to the Virginia Gas board and makes
such 1nvestigations as 1t deems appropriate. The audit committee met one time
during 1999.

The nominating committee is composed of Michael L. Edwards, G. Lee Crenshaw,
11 and Glenn B. Regers. This committee reviews the qualifications of persons
recommended for 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 alsc 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 ccmmittee 1s composed of Michael L. Edwards and Glenn B.
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 of Directors. During 199%, Virginia Gas directors received
$2,500 for each Virginia Gas board meeting they attended. Virginia Gas
directors also received an additional $2,500 for 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 3250 for 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. This
table presents compensation for services rendered by Mr. Edwards in all
capacities to Virginia Gas in 1999, 1998 and 1997.

Summary Compensation Table

Annual
Compensation
————————————————— All Other
Name and Principal Position Year Salary(l) Bonus Compensation
Michael L. EdwardsS.....eveesesoneaasaas. 1999 $155,000 8 -- $27,364(2)
President and Chief 1998 $155,000 $31,802 $32,441
Executive Officer 1997 $157,917 $50,000 $32,837

{1) Amounts i1nclude 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 810,000, life insurance premirums of $6,500, board fees of $10,000 and
vehicle compensation of $864.
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Empleyment Agreement. On May 23, 1996, Virginia Gas entered into a ten-year
employment agreement with Mr. Edwards, which provides for an annual salary of
$155,000. Mr. Edwards will also receive annual bonuses computed on the basis of
10 percent of Virginia Gas's pre-tax earnings on all amounts from $1,000,000 tc
$1,999,999 and 15 percent of Virginia Gas's pre-tax earnings on all amounts in
excess of $2,000,000. Mr. Edwards' bonus for 1996 was $50,000 and was paid in
1997. Mr. Edwards' bonus for 1997 was $31,802 and was paid 1n 1998. There was
no bonus for 1998. Mr. Edwards' bonus for 1999 was $44,757 and was paid in
2000. In the event Mr. Edwards' employment 15 terminated by Virginia Gas for
any reason
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other than for cause during the term of the employment agreement, at the
election of Mr. BEdwards, Virginia Gas will be obligated to purchase all or a
portion of the shares held by him and/or his wife at a price equal to 150
percent of the market value cf Virginia Gas's shares on the date of
termination. In addition, Virginia Gas will be obligated to pay Mr. Edwards in
a lump sum all salary amounts payable to Mr. Edwards through the term of the
employment agreement, plus an additicnal $2,000,000. This agreement will be
terminated if the merger occurs and Mr. Edwards will receive a severance
benefit. See "PROPOSAL NO. 1: THE MERGER--Interests of Virginia Gas's Directors
and Officers in the Merger” at page 23.

Security Ownership of Certain Beneficial Owners and Management. The
following table sets forth the beneficial ownership of common stock by Virginia
Gas's directors and executive officers as of September 30, 2000, as well as
additional i1nformation about beneficial owners of 5 percent or more of Virginia
Gas's common stock based upon filings with the SEC and to Virginia Gas's
knewledge.

Amount of Percent of
Name and Address of Beneficial Owner({l) Ownership Class

Dr. James T. Martil. . ce e oo inentnonoennennsnnns 800,058 (2) 14.53%
Eagle Top Long Road

Waitesville, Vermont 05673
The Kaufmann Fund, Inc. ........ P . 593,000¢(3) 10.78%
140 East 45th Street

43rd Floor

New York, New York 10017
Edgemont Asset Management Corporation............ e 593,000 (3) 10.78%
140 East 45th Street

43rd Floor

New York, New York 10017

Lawrence E. AUFIaNa...eueeinvevervan e e e e 837,200(3) 15.20%
140 East 45th Street

43rd Floor

New York, New York 10017

Michael L. and Karen K. Edwards...... .o annens 752,576 (2) (4) 13.67%
200 East Main Street

Abingdon, Virginia 24210
Michael L. EdWards..eee e enianeeenanennnnn T 1,568,534 (2) (5) 28.49%
Karen K. EdwardsS . v e e tvne s tinnsnnnantiienenas e 9,900¢(2) *
G. Lee Crenshaw, Il....c.t ittt sanonsns 53,3501(86) *
707 East Main Street

20th Floor

Richmond, Virginia 23219
Everette G. Allen, Jr. vt tusotonnsanannnnnns veas 115,000¢(7) 2.08%
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Federal Reserve Bank Building
701 East Byrd Street
Richmond, Virginia 23219

Glenn B. Rogers.......... e et et e e e e 42,000(8) *
605 Westover Drive
Nashville, Tennessee 37205

All executive officers and directors as a group..... 1,833,021(2)(9) 33.30%

* Less than 1%.
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(1) Except as otherwise noted, the address of the holder is in care of Virginia
Gas.

(2) Dr. Martin and Mr. and Mrs. Edwards are parties to a Shareholders Agreement
and Voting Trust with Virginia Gas under which Mr. Edwards, as trustee, 1s
the sole person authorized to vote the Virginia Gas stock held by the
stockholders party to the agreement, in accordance wath the terms of the
agreement, in all elections cof directors and on various other matters, not
including the merger. The agreement expires in 2001.

(3) Information concerning Virginia Gas common stock beneficially owned by The
Kaufmann Fund, Inc., Edgemont Asset Management Corporation and Lawrence E.
Auriana as of June 26, 2000, was obtained from a Schedule 13D, dated June
26, 2000, filed by these beneficial owners. According to this filing, The
Kaufmann Fund beneficially owns, and Edgemont and Mr. Auriana are deemed to
beneficially own, 593,000 shares of the common stock. Additionally, Mr.
Auriana reports that he owns another 244,200 shares of Virginia Gas's
common stock. The Kaufmann Fund has sole voting and dispositive power with
respect to 593,000 shares of Virginia Gas common stock. Each of Edgemont
and Mr. Auriana have shared voting and dispositive power with respect to
The Kaufmann Fund's 593,000 shares. Mr. Auriana has scle voting and
dispositive power with respect to 244,200 shares.

(4) Includes 363,663 shares that may be 1ssued to Mr. and Mrs. Edwards upon
exercise of a presently exercisable warrant, the exercise price under which
15 $9.90 per share. This warrant will be canceled 1f the merger occurs
under the terms of the Change of Control Agreement discussed under
"PROPOSAL NO. 1: THE MERGER--Interests of Virginia Gas's Directors and
Officers in the Merger" on page 23.

(5) Includes 6,000 shares owned by Mr. Edwards directly and 1,562,534 shares
which are beneficially owned by persons whose Virginia Gas stock he has the
right to vote under the agreement referred to in footnote (2).

{6} Includes 40,000 shares that may be issued to Mr. Crenshaw upon exercise of
stock options within 60 days of September 29, 2000, the exercise price
under which 1s $4.125. Mr. Crenshaw alsc holds options to acquire an
additional 20,000 shares that will become exercisable on October 1, 2001.
All 60,000 of such options will be converted into the right to receive
$1.00 in cash per option 1f the merger cccurs under an amendment agreed tc
by Mr. Crenshaw and discussed under "PROPOSAL NO. 1: THE MERGER--Interests
of Virginia Gas's Directors and Officers i1n the Merger"™ on page 23.

{7) Includes 40,000 shares that may be issued to Mr. Allen upon exercise of
stock options within 60 days of September 23, 2000, the exercise price
under which is $4.125. Mr. Allen also holds options to acguire an
additional 20,000 shares that will become exercisable on October 1, 2001.
All 60,000 of such options will be converted into the right to receave
$1.00 in cash per option if the merger cccurs under an amendment agreed to
by Mr. Allen and discussed under "PROPOSAL NO. 1: THE MERGER--Interests of
Virginia Gas's Directors and Officers in the Merger"” on page 23.

(8) Includes 40,000 shares that may be 1ssued to Mr. Rogers upon exercise of
stock options within 60 days of September 29, 2000, the exercise price
under which is $4.125. Mr. Rogers alsc holds options to acquire an
additional 20,000 shares that will become exercisable on October 1, 2001.
All 60,000 of such options will be converted into the right to receave
$1.00 in cash per option if the merger occurs under an amendment agreed to
by Mr. Rogers and discussed under "PROPOSAL NO. 1: THE MERGER--Interests of
Virginia Gas's Directors and Officers in the Merger" on page 23.
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(9) Includes the 4B3,663 shares referred to in footnotes (4), (6), (7) and (8B)
that are subject to options or warrants that are or will become exercisable
within 60 days of September 29, 2000, as well as an additional 43,333
shares that may be issued to other executive officers upon the exercise of
stock options that are or will become exercisable within 60 days of
September 29, 2000.

Certain Relationships and Related Transactions. Robert C. Braight, who served
as Secretary of Virginia Gas from April 1998 through June 1999, is a
stockholder in the Law Offices of Robert C. Bright, a Professional Corporation,
which provides certain legal services to Virginia Gas. During 1998 and 1999,
Mr. Bright's law firm received legal fees from Virginia Gas of approximately
$300, 000 and $115,000, respectively.
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STOCKHOLDER PROPOSALS

Stockholder proposals submitted for inclusion in the proxy statement for
Virginia Gas's 2001 annual meeting must comply with the requirements of the
SEC. A stockholder proposal generally will be voted on only 1f the stockholder
or the stockholder's representative attends the annual meeting and presents the
proposal. In the event that the merger agreement 1s not approved and adopted or
the merger is not otherwise consummated, stockholder proposals intended to be
presented at Virginia Gas's 2001 annual meeting must be received by Virgania
Gas's Secretary, 200 BEast Main Street, Abingdon, Virginia 24210, no later than
June 7, 2001, in order to be considered for inclusicen in Virginia Gas's proxy
statement related to that meeting.

OTHER MATTERS

Virginia Gas's board does not know of any matters to be presented at the
annual meeting other than those set forth above. However, 1f any other matters
properly come before the annual meeting, proxies received pursuant to this
solicitation will be voted 1n accordance with the recommendation of the
Virginia Gas board, and discretionary authority to do so 1s included in the
Proxy.

WHERE YOU CAN FIND MORE INFORMATION

NUI and NUI Holding have filed with the SEC a registration statement under
the Securities Act of 1933 that registers the NUI or NUI Holding common stock
to be 1ssued to Virginia Gas stockholders in connection with the merger. The
registration statement, including the attached exhibits and schedules, contains
additional relevant information about NUI and NUI Holding common stock. The
rules and regulations of the SEC allow us to omit certain information included
in the registration statement from this proxy statement/prospectus.

In addition, NUI and Varginia Gas file reports, proxy statements and other
information with the SEC under the Securities Exchange Act of 1934. You may
read and copy this information at the following locations of the SEC:

Public Reference Room New York Regional Office Chicago Regional Office

450 Fifth Street, N.W. 7 World Trade Center Citicorp Center
Room 1024 Suite 1300 500 West Madison Street

Washington, D.C. 20549 New York, NY 10048 Suite 1400

Chicago, IL 60661-2511

You also may obtain copies of this information by mail from the Public
Reference Secticn of the SEC, 450 Fifth Street, N.W., Room 1024, Washington,
D.C. 20549, at prescribed rates. Please call the SEC at 1-B00-SEC-0330 for
further information on the public reference rooms. You may also obtain filed
documents from commercial document retrieval services (some of which also
provide on-line delivery).

The SEC also maintains an Internet world wide web site that contains
reports, proxy statements and other information about i1ssuers, like NUI and
Virginia Gas, who file electronically with the SEC. The address of that site is
http://www.sec.gov.

You may inspect reports, proxy statements and other information about NUI at

the offices of the New York Stock Exchange, 20 Brcad Street, New York, New York
10005. You may 1nspect reports, proxy statements and other i1nformation about
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Virginia Gas at the cffices of The Nasdag SmallCap Market, 9801 Washingtonian
Boulevard, Gailthersburg, Maryland 20878.

The SEC allows NUI and Virginia Gas to "incorporate by reference"
information into this proxy statement/prospectus. This means that NUI and
Virginia Gas can discleose important information to you by

51

referring you to ancther document filed separately with the SEC. The
information incorporated by reference 1s considered to be a part of this proxy
statement/prospectus, except for any information that is superseded by
information that 1s included directly in this document.

This proxy statement/prospectus incorporates by reference the documents
listed below that NUI has previously filed with the SEC. They contain important
information about NUI and ats financial condition.

NUI SEC Filings Period

Annual Report on Form 10-K....... For the fiscal vyear ended September 30,

1999, as filed on December 21, 1999 (as
amended on January 31, 2000)

Quarterly Reports on Form 10-Q... For the fiscal quarters ended December 31,
1999, March 31, 2000, and June 30, 2000, as
filed on February 14, 2000, May 15, 2000,
and August 14, 2000, respectively

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.

Virginia Gas SEC Filings Period

Annual Report on Form 10-KSB..... For the fiscal year ended December 31,
1999, as filed on April 13, 2000 (as
amended on May 1, 2000)

Quarterly Reports on Form 10- For the fiscal guarters ended March 31,
QSB....... e e e e e 2000, and June 30, 2000, as filed on May
15, 2000, and August 14, 2000, respectively

Current Reports on Form 8-K...... Dated June 13, 2000, and September 13,
2000, as filed on June 16, 2000, and
September 21, 2000, respectively

NUI and Virginia Gas 1incorporate by reference additional documents that each
may file with the SEC between the date of this proxy statement/prospectus and
the date of the annual meeting. These documents include periodic reports, such
as Annual Reports on Form 10-K, Quarterly Reports on Form 10-Q and Current
Reports on Form 8-K, as well as proxy statements. NUI also incorporates by
reference the description of NUI common stock in any of i1ts 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.

Informatien Regarding NUI and Virginia Gas

NUIl has supplied all information contained or incorporated by reference in
this proxy statement/prospectus relating to NUI, as well as all pro forma
financial information and Virginia Gas has supplied all information relating to
Virginia Gas.

Documents incorporated by reference by NUI and Virginia Gas are available

from the companies without charge, excluding any exhibits to those documents,
unless the exhibit is specifically incorperated by reference as an exhibit to
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this proxy statement/prospectus. You can obtain documents incorporated by
reference in this proxy statement/prospectus by requesting them in writing or
by telephone from the appropriate company at the following addresses:

NUI Ccrporation
Linda Lennox
Investor Relations
550 Route 202-206

Virginia Gas Company
Angela Cvetkovski
Investor Relations

200 East Main Street

P. O. Box 760 Abingdon, Virginia 24210
Bedminster, New Jersey 07921-0760 (540) €76-2380
(908) 781-0500 Telecopy: (540) 6195-5230
Telecopy: (908) 781-0718
52
If you would like to reguest documents, please do so by November 1, 2000, to

receive them before the annual meeting. 1f you request any i1ncorporated
documents from us, we will mail them to you by first class mail, or another
equally prompt means, within one business day after we receive your request.

We have not authorized anyone to give any information or make any
representation about the merger or our companies that 1s different from, or in
addition to, that contained in this proxy statement/prospectus or in any of the
materials that we have incorporated into this document. Therefore, 1f anyone
does give you information of this sort, you should not rely on it. If you are
in a jurisdiction where offers to exchange or sell, or solicitations of offers
to exchange or purchase, the securities offered by this document or the
solicitation of proxies 1s unlawful, or if you are a person to whom 1t is
unlawful to direct these types of activities, then the offer presented in this
document does not extend to you. This proxy statement/prospectus 1s dated
October 5, 2000. The information contained in this document speaks only as of
such date unless the information specifically indicates that another date
applies.
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ANNEX A
AGREEMENT AND PLAN OF REORGANIZATION
BY AND AMONG
NUI CORPORATION,
VGC ACQUISITION, INC.
AND
VIRGINIA GAS COMPANY
Dated as of June 13, 2000
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AGREEMENT AND PLAN OF REORGANIZATION

AGREEMENT AND PLAN OF REORGANIZATION, dated as of June 13, 2000, by and
among NUI CORPCRATION, a New Jersey corporation ("NUI"), VGC ACQUISITION,
INC., a Delaware corporation and whelly owned subsidiary of NUI {"Merger
Subsidiary") and VIRGINIA GAS COMPANY, a Delaware corporation ("Virginia
Gas™) .

RECITALS

WHEREAS, the respective Boards of Directors of NUI and Virginia Gas have
determined that it is in the best interests of their respective stockholders
that the businesses and operations of NUI and Virginia Gas be combined; and

WHEREAS, the parties have determined that the most practical manner to give
effect to such combination is through the merger of Merger Subsidiary with and
into Virginia Gas (the "Merger"), with Virginia Gas to be the surviving
corporation of such Merger; and

WHEREAS, pursuant to the Merger, each outstanding share of Virginia Gas
Common Stock (as hereinafter defined) will be converted into shares of NUI
Common Stock (as hereinafter defined) in accordance with the terms hereof; and

WHEREAS, for Federal income tax purposes, it 1s intended that the
transactions contemplated by this Agreement shall constitute a reorganization
within the meaning of Section 368 of the Internal Revenue Code of 1986, as
amended, and the regulations thereunder.

NOW, THEREFORE, in consideration of the premises, which are incorporated
into and made part of this Agreement, and of the mutual representations,
warranties, covenants, agreements and conditions set forth herein and for
other good and valuable consideration, the receipt and sufficaency of which
are hereby acknowledged, the parties hereby agree as follows:

ARTICLE I
DEFINITIONS
Section 1.1. Agreement. "Agreement” shall mean this Agreement and Plan of
Reorganization, together with the Certificate of Merger and other Exhibits
attached hereto, as amended from time to taime in accordance with the terms

hereof.

Sectaion 1.2. Average NUI Price. "Average NUI Price" shall have the meaning
given in Section 2.1 hereof.

Section 1.3. Averaging Period. "Averaging Period" shall have the meaning
given in Section 2.1 hereof.

Section 1.4. Berenson. "Berenson" shall mean Berenson Minella & Co.,
financial advisors to NUI.

Section 1.5. Certificate of Merger. “Certificate of Merger" shall mean the
Certificate of Merger of Merger Subsidiary with and into Virginia Gas, in
substantially the form attached hereto as Exhibit 1.5.

Section 1.6. Certificates. "Certificates" shall have the meaning given 1in
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Section 2.2 hereof.

Section 1.7. CIBC. "CIBC" means CIBC Oppenheimer, financial advisors to
Virginia Gas.

Section 1.8. Closing; Closing Date. "Closing" 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 of 1986, as
amended.

Section 1.10. Confidentiality Agreement. "Confidentiality Agreement"” shall
mean the letter aqreement, dated February 1, 2000, between Virginia Gas and
NUI .

Section 1.11. Contract. "Contract™ shall mean any contract, agreement,
lease, license, arrangement, understanding, relaticnship and commitment,
whether wraitten or oral (cellectively, "Contracts").

Section 1.12. Conversion Ratio. "Conversion Ratio" shall have the meaning
given in Section 2.1 herecof.

Section 1.13. Determination Date. "Determination Date" shall have the
meaning given i1n Section 2.1 hereof.

Section 1.14. DGCL. "DGCL" shall mean the Delaware General Corporation Law,
as 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. Envaronmental 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" shall 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
reascnably appointed by NUI.

Sectien 1.21. FERC. "FERC" shall mean the Federal Energy Regulatory
Commission.

Sectaon 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, 1in each
case whether of the United States, any of i1ts 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 Act" shall mean the Hart-Scott-Roedino Antitrust
Improvements Act of 1976, as amended.

Section 1.27. IRS. "IRS"™ shall mean the Internal Revenue Service.

A-2
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Section 1.28. Joint Proxy Statement/Prospectus. "Joint Proxy
Statement/Prospectus" shall mean the Proxy Statement/Prospectus of NUI and
Virginia Gas included in the Registration Statement and distributed to the
stockholders of Virginia Gas 1n connection with the Special Meeting.

Section 1.29. Knowledge of NUI. "Knowledge of NUI™ shall mean the actual
knowledge, after due inguiry, of those officers of NUI identified on Exhibat
1.29 attached hereto.

Section 1.30. Knowledge of Virginia Gas. "Knowledge of Virginia Gas™ shall
mean the actual knowledge, after due inquiry, cof those officers of Virginia Gas
1dentified on Exhibit 1.30 attached hereto.

Section 1.31. Law. "Law" shall mean any federal, state, provincial, local or
other law or governmental reguirement of any kind, and the rules, regulations
and orders promulgated thereunder.

Section 1.32. Material Adverse Effect. "Material Adverse Effect" shall mean,
with respect to any entity or group of entities, a material adverse effect (or
any development which, insofar as reasconably can be foreseen, 1s reascnably
likely to have a material adverse effect), on the business, assets, financial
or other condition, results of operations or prospects of such entity or group
of entities taken as a whole.

Section 1.33. Merger. "Merger" shall have the meaning given in Section 2.1
hereof.

Section 1.34. Merger Subsidiary. "Merger Subsidiary" shall mean VGC
Acguisition, Inc., a Delaware corporation and wholly-owned subsidiary of NUI.

Section 1.35. Nasdag. "Nasdaqg" shall mean The Nasdag SmallCap Market.

Section 1.36. NUI. "NUI" shall mean NUI Corporation, a New Jersey
corporation.

Section 1.37. NUI Benefit Plans. "NUI Benefit Plans" shall have the meaning
given 1n Section 4.9 herecf.

Section 1.38. NUI Common Stock. “NUI Common Stock" shall mean the common
stock, no par value, of NUI.

Section 1.32. NUI Companies. "NUI Companies" shall mean NUIl, its
Subsidiaries and the Partnerships in which 1t has an interest.

Section 1.40. NUI ERISA Plan. "NUI ERISA Plan" shall have the meaning given
1n Section 4.9 hereof.

Section 1.41. NUI Required Consents. "NUIl Required Consents™ shall have the
meaning given in Section 4.4 hereof.

Section 1.42. NUI SEC Reports. "NUI SEC Reports" shall mean (a) NUI's Annual
Reports on Form 10~K for the fiscal years ended September 30, 1999, September
30, 1998, and September 30, 1997, and (b} all documents filed by NUI with the
SEC pursuant to Sections 13(a) and 13(c) of the Exchange Act, any definitive
proxy statements filed pursuant to Section 14 of the Exchange Act and any
report filed pursuant to Section 15(d) of the Exchange Act following the filing
of NUI's Annual Report on Form 10-K for the fiscal year ended September 30,
1999.

Sectaon 1.43, NYSE. "NYSE" shall mean The New York Stock Exchange, Inc.

Section 1.44. Other Virgainia Gas Interested Person. "Other Virginia Gas
Interested Person” shall mean (a}) any holder of 5% or more of the voting
securities of Virgania Gas, (b) any director, cofficer or employee of any of the
Virginia Gas Companies, {c) any person, firm or corporation that directly or
indirectly

A-3

controls, is controlled by or is under common control with any of the Virginia
Gas Companies or (d)}) any member of the immediate family of any of such persons
(collectively, "Other Virgainia Gas Interested Persons”). For purposes of this
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Agreement, the phrase "immediate family" shall be the same as the definition
found 1n Rule 16a-1(e) of the Securities Exchange Act of 1934. All of the Other
Virginia Gas Interested Persons, with the exception of employees of any
Virginia Gas Company who do not otherwise fall within the definition thereof,
are listed on Exhibit 1.44 attached hereto.

Section 1.45. Out of Pocket Expenses. "Out of Pocket Expenses”™ shall have
the meaning given in Sectiocn 8.3 hereof.

Section 1.46. Partnership; Partnerships. "Partnership™ shall mean (a) any
limited or general partnership, joint venture or other business association,
other than a Subsidiary, in which any party has a direct or indirect interest
and (b) each other such entity with respect to which a party has any obligation
or made any commitment to acquire any such i1nterest described i1n clause (a)
{collectively, "Partnerships").

Section 1.47. Permits. "Permits" shall mean permits, licenses and
governmental authorizations, registrations and approvals.

Section 1.48. Petrecleum and Natural Gas Products. "Petroleum and Natural Gas
Products" shall have the meaning given in Section 5.16 hereof.

Section 1.49. PUHCA. "PUHCA" shall mean the Public Utility Holding Company
Act of 1935, as amended.

Section 1.50. Registration Statement. "Registration Statement™ shall mean
the Registration Statement on Form 5-4, 1including the Joint Proxy
Statement/Prospectus contained therein, to be filed by NUI with the SEC with
respect to the NUI Common Stock to be offered to the holders of Virginia Gas
Common Stock in the Me:ger.

Section 1.51. SEC. "SEC" shall mean the Securities and Exchange Commission.

Section 1.52. Securities Act. "Securaities Act™ shall mean the Securities Act
of 1933, as amended.

Section 1.53. Special Meeting. "Special Meeting" shall mean the annual or
special meeting of stockholders of Virgania Gas referred to in Section 3.1
hereof at which such stockholders shall be asked to consider and adopt this
agreement and the transactions contemplated herein, and any adjournments
thereof.

Section 1.54. Subsidiary; Subsidiaries. "Subsidiary" shall mean (a) each
corporate entity with respect to which a party has the right to vote (directly
or indirectly through one cr more other entities or otherwise) shares
representing 50% or more of the votes eligible to be cast in the election of
directors of such entity, (b) each other corporate entaty that constitutes a
"significant subsidiary," as defined in Rule 1-02 of Regulation S-X adopted
under the Exchange Act and (c) each other corporate entity with respect to
which a party has any obligation or made any commitment to acquire any such
entity described 1n clauses {a) and (b) {(collectively, "Subsidiaries").

Section 1.55. Superior Proposal. "Superior Proposal" shall have the meaning
given in Section 6.2 hereof.

Section 1.56. Tax Returns. "Tax Returns" shall mean any report, return,
information statement, payee statement or other information required to be
provided to any federal, state, local or foreign Governmental Authoraity, or
otherwise retained, with respect to Taxes, the NUI Benefit Plans (as defined an
Section 4.9 herecf) or the Virginmia Gas Benefit Plans (as defined in Section
5.12 hereof).

Section 1.57. Taxes. "Taxes" shall mean any and all taxes, levies, imposts,
duties, assessments, charges and withholdings imposed or reguired to be
collected by or paid over to any federal, state, local or
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foreign Governmental Authority or any political subdivision therecf of any kind
whatsoever, and including any interest, penalties, fines, assessments or
additions imposed i1n respect of the foregoing or in respect of any failure to
comply with any requirement regarding Tax Returns.

Section 1.58. Virginia Gas. "Virginia Gas™ shall mean Virginia Gas Company,
a Delaware corporation.
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Section 1.59, Virginia Gas Affiliate. "Wirginia Gas Affiliate" shall mean a
corporate entity for which Virginia Gas has fifty (50%) percent ownership with
the remaining fifty (50%) percent being owned by a private investor
(collectively, "Virginia Gas Affiliates™). All of the Virginia Gas Affiliates
are listed on Exhibit 1.59 attached hereto.

Section 1.60. Virginia Gas Common Stock. "Virginia Gas Common Stock" shall
mean the common stock, par value $.001 per share, of Virginia Gas.

Section 1.61. Virginia Gas Companies. "Virginia Gas Companies”™ shall mean
Virginia Gas, the Virginia Gas Subsidiaries and the Virginia Gas Partnerships.

Section 1.62. Virginia Gas Partnerships. "Virginia Gas Partnerships" shall
mean a Partnership in which any Virginia Gas Company has an interest. All of
the Virginia Gas Partnerships are listed on Exhibit 1.62 attached hereto.

Section 1.63. Virginia Gas Reguired Consents. "Virginia Gas Required
Consents"™ shall have the meaning given in Section 5.4 hereof.

Section 1.64. Vargania Gas SEC Reports. "Virgainia Gas SEC Reports" shall
mean (a) Virginia Gas' Annuzl Reports on Form 10-KSB for the fiscal years ended
December 31, 1999, December 31, 1998, and December 31, 19%7, and (b) all
documents filed by Virginia Gas with the SEC pursuant to Sections 13{a) and
13(c) of the Exchange Act, any definitive proxy statements filed pursuant to
Section 14 of the Exchange Act and any report filed pursuant to Section 15(d)
of the Exchange Act following the filing of Virginia Gas' Annual Report cn Form
10-KSB for the fiscal year ended December 31, 1999.

Section 1.65. Virginia Gas Subsidiary. "Virginia Gas Subsidiary” means a
Subsidiary owned by Varginia Gas (collectively, "Virginia Gas Subsidiaries").
All of the Virginia Gas Subsidiaries are listed on Exhibit 1.65 attached
hereto.

Section 1.66. VSCC. "VSCC" shall mean the Virginia State Corporation
Commissicn.

Section 1.67. Warrants; Warrant Agreement. "Warrants™ shall mean those
warrants to purchase shares of Virginia Gas Common Stock listed on Exhibit 5.2
attached hereto, which Warrants were issued pursuant to the Warrant Agreements,
dated October 4, 1996, as previously provided by Virginia Gas to NUI (the
"Warrant Agreement™).

ARTICLE 11
THE MERGER
Section 2.1. The Merger.

{a}] NUI has formed Merger Subsidiary as a wholly-owned subsidiary under
the laws of the State of Delaware. Subject to the terms and conditions of
this Agreement, NUI, as the sole stockholder of Merger Subsidiary, will
approve the execution, delivery and performance of this Agreement by Merger
Subsidiary.

(b) Subject to the terms and conditions of this Agreement, at the
Effectave Time, Merger Subsidiary shall be merged with and into Virginia
Gas in accordance with the provisions ¢of, and with the effects
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provided in, Subchapter IX of the DGCL (the "Merger™). Virginia Gas shall
be the surviving corpeoration resulting from the Merger and, as a result,
shall become a wholly-owned subsidiary cf NUI and shall continue toc be
governed by the laws of the State of Delaware.

{c) Pursuant to the Merger, each share of Virginia Gas Common Stock
outstanding immediately prior to the Effective Time {cther than shares of
Virginia Gas Common Stock held by NUI, if any, which shares shall be
canceled in the Merger) shall be converted intc and become that number of
shares of NUI Commen Stock equal to the ratio (rounded to four decimal
points) (the "Conversion Ratio") determined by dividing $4.00 by the
average per share last sales price, regular way ({(rounded to four decimal
points) (the "Average NUI Price"), of NUI Common Stock as reported on the
NYSE composite transactions reporting system (as reported in the New York
City edition of The Wall Street Journal or, 1f not reported thereby,
another authoritative source) for the twenty (20) consecutive trading days
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(the "Averaging Period”) ending on (and including) the seventh trading day
({the "Determination Date™) prior tec the Closing Date.

{(d) No fraction of a share of NUI Common Stock shall be issued in
connection with the conversion of Virginia Gas Common Stock in the Merger
and the distribution of NUI Common Stock in respect thereof but, in lieu of
such fraction, the Exchange Agent shall make a cash payment (without
interest) equal to the same fraction of the market value of a full share of
NUI Common Stock, computed on the basis of the mean of the high and low
sales prices of NUI Common Stock as reported on the NYSE composite tape for
the first full day on which the NUI Common Stock is traded on the NYSE
after the Effective Time.

Section 2.2. Exchange of Certificates.

(a) Prior to the Effective Time, NUI shall appoint the Exchange Agent to
act as the exchange agent in connection with the Merger. Immediately prior
to the Effective Time, NUI will deliver to the Exchange Agent, in trust for
the benefit of the holders of Virginia Gas Common Stock, shares of NUI
Common Stock (together with cash in i1mmediately available funds in an
amount sufficient to pay cash in lieu of fractional shares, as provided in
Section 2.1 hereof} necessary to make the exchanges contemplated by Sectaon
2.1 herecof on a timely basis. To the extent that the estimated amount
provided for the payment of cash i1n lieu of fractional shares 1s determined
after the Effective Time to be less than the total amount distributable for
such purpose, NUI will promptly upon nctice of the same from the Exchange
Agent deliver the additicnal amount needed to the Exchange Agent.

(b) From and after the Effective Time, each holder of a certificate
which i1mmediately prior to the Effective Time represented outstanding
shares of Virginia Gas Common Stock (the "Certificates") shall be entitled
to receive in exchange therefor, upon surrender thereof to the Exchange
Agent, a certificate or certificates representing the number of whole
shares of NUI Common Stock into which such holder's shares were converted
in the Merger (together with cash i1n lieu of fracticnal shares}. Promptly
after the Effective Time, the Exchange Agent shall mail to each record
holder of Virginia Gas Common Stock as of the Effectave Time, a letter of
transmittal (which shall specify that delivery shall be effected, and risk
of loss and title to Certificates shall pass, only upon proper delivery of
the Certificates to the Exchange Agent) and instructions for use in
effecting the surrender of Certificates in exchange for shares of NUI
Common Stock (together with cash 1n lieu of fractional shares). Upon
surrender to the Exchange Agent of a Certificate, together with such letter
of transmittal duly executed, and any other required documents, the holder
of such Certificate shall be entitled to receive in exchange therefor
shares of NUI Common Stock as set forth in this Agreement {(together with
cash in lieu of fractional shares), and such Certificate shall forthwith be
canceled. No holder of a Certificate or Certificates shall be entitled to
receive any dividend or other distribution from NUI until the surrender of
such holder's Certificate for a certificate or certificates representing
shares of NUI Common Stock. Upon such surrender, there shall be paid to the
helder the amount of any dividends or other distributions {without
interest) which theretofore became payable, but which were not paid by
reason of the foregoing, with respect to the number of whole shares of NUI
Common Stock represented by the certificates i1ssued upon surrender. If
delivery of NUI Common Stock is

to be made to a person other than the person in whose name the Certificate
surrendered 1s registered or if any certificate for shares of NUI Common
Stock is to be i1ssued in a name other than that in which the Certificate
surrendered therefor 1s registered, 1t shall be a condition of such
delivery or issuance that the Certificate so surrendered shall be properly
endorsed or otherwise in proper form for transfer and that the person
requesting such delivery or 1ssuance shall pay any transfer or other taxes
required by reason of such delivery or issuance to a person other than the
registered holder of the Certificate surrendered or establish to the
satisfaction of NUI that such tax has been paid or 1s not applicable. Until
surrendered in accordance with the provisions of this Section 2.2, each
Certificate shall, after the Effective Time, represent for all purposes
only the right to receive shares of NUI Common Stock (and cash in lieu of
fractional shares) as provided in Section 2.1 hereto, without any interest
thereon.

(c) After the Effective Time, there shall be no transfers on the stock
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transfer books of Virginia Gas of the shares of Virginia Gas Common Stock
that were outstanding immediately prior to the Effective Time. If, after
the Effective Time, Certificates are presented to NUI or Virginia Gas for
transfer, they shall be canceled and exchanged for shares of NUI Common
Stock {and cash an lieu of fractional shares) as provided in Section 2.1
hereof, in accordance with the procedures set forth in this Section 2.2.

(d) Any shares of NUI Common Stock {and any accrued dividends and
distributions thereon), and any cash delivered to the Exchange Agent for
payment 1n lieu of fractional shares, that remain unclaimed by the former
stockholders of Virginia Gas on the first anniversary of the Effective Time
shall be delivered by the Exchange Agent to NUI. Any former stockholders of
Virginia Gas who have not theretofore complied with this Section 2.2 shall
thereafter loock only to NUI for satisfaction of their claim for the
consideratien set forth in this Agreement, without any interest thereon.
Notwithstanding the foregoing, neither NUI nor Merger Subsidiary shall be
liable to any holder of shares of Virginia Gas Common Stock for any shares
of NUI Common Stock {or dividends or distributions with respect thereto)
delivered to a public official pursuant to any applicable abandoned
property, escheat or similar law.

Sectieon 2.3. Virginia Gas Stock Options and Warrants.

(a) Prior to the execution of this Agreement, Virginia Gas has provided
to NUI true and correct copies of amendments to all stock option grant
documents, which amendments are in full force and effect i1n accordance with
their terms, relating to all currently outstanding options to purchase
shares of Virginia Gas Common Stock issued pursuant to the Virginia Gas
Company 1998 Stock Option Plan or otherwise (including, without limitation,
an option to purchase 10,000 shares of Virginia Gas Common Stock issued to
an executive officer of Virginia Gas pursuant to a letter agreement dated
October 30, 1897), pursuant to which: (1) each option exercisable at $4.125
shall, upon the occurrence of the Effective Time, be terminated and
converted 1ntc the right to receive $1.00 in cash from NUI; and (ii) any
other cutstanding options shall be canceled without any payment therefor.

(b} At the Effective Time, the Warrants shall remain outstanding ain
accordance with the terms of the Warrant Agreements.

Sectien 2.4. Virginia Gas Actions. Virginia Gas hereby approves of and
consents to the Merger and represents and warrants that {(a) Virginia Gas' Board
of Directors (at a meeting duly called and held) has (i) unanimously determined
that each of this Agreement and the transactions contemplated hereby are fair
to and in the best interests of Virginia Gas and its stockholders, (ii)
approved this Agreement and the transactions contemplated hereby, {1ii)
resolved to elect not to be subject to any state takeover law that 1s or
purports to be applicable to the Merger or the transactions contemplated by
this Agreement, ({1v) taken all steps necessary to render Section 203 of the
DGCL inapplicable to this Agreement and the transactions contemplated hereby
and (v} subject to the fiduciary duties of the Board of Directors applicable
from time to time, resoclved tc recommend that the holders of Virginia Gas
Common Stock vote to adopt this Agreement and the transactions contemplated
herein and (b) CIBC has delivered to the Board of Directors of Virginia Gas its
written opinion that the Conversion Ratio as contemplated in this Agreement is
fair, from a financial point of view, to such holders.
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ARTICLE III
SHAREHOLDER APPROVAL; CLCSING
Section 3.1. Shareholder Approval.

(a) This Agreement shall be submitted for consideration and adoption to
the holders of shares of Virginia Gas Common Stock at the Special Meetang.
Each of the stockholders of Virginia Gas identified in Exhibit 3.1A hereto,
being the holders of an aggregate 9.23% of the ocutstanding shares of
Virginia Gas Common Stock, has duly executed and delivered to NUI a letter
agreement in the form of Exhibit 3.1B hereto with respect to, among other
things, such stockholder's agreement to vote all shares of Virginia Gas
Commen Stock over which such stockholder exercises voting control for
adoption of this Agreement at the Special Meeting.

(b) Virginia Gas shall coordinate and cocoperate with NUI with respect to
the timing of the Special Meeting and shall endeavor to hold such meeting
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as soon as practicable after the date hereof. The Board of Directors of
Virginia Gas shall recommend that its stockholders adopt this Agreement and
the transactions contemplated hereby and thereby, and such recommendation
shall be contained in the Joint Proxy Statement/Prospectus. On the first
business day on or by which (i) this Agreement has been duly adopted by the
requisite vote of the holders of shares of Virginia Gas Common Stock, and
(11) the Closing of the transactions centemplated by this Agreement shall
have occurred, or such later date as shall be agreed upon by NUI and
Virginia Gas, (y) the Certificate of Merger shall be filed in accordance
with the DGCL and (z) the Merger shall become effective in accordance with
the terms of this Agreement and the Certificate of Merger at the time and
date contemplated therein {such time and date being referred to herein as
the "Effective Time").

Section 3.2. Time and Place of Closing. The Closing of the transactions
contemplated by this Agreement will take place at 11:00 A.M. on the third
business day following the date on which all of the conditions to the
obligations of the parties hereunder set forth in Article VII hereof have been
satisfied or waived or such other time and date as NUl and Virginia Gas may
agree. The place of Closing shall be at such place as may be mutually agreed
upon by NUI and Virginia Gas.

ARTICLE IV
REPRESENTATIONS AND WARRANTIES OF NUI
NUI represents and warrants to Virginia Gas as follows:

Section 4.1. Organization and Authority of the NUI Companies. Each of the
NUI Companies is duly organized, validly existing and in good standing under
the laws of i1ts respective jurisdiction of organization. Each of the NUI
Companies has full corpcrate, limited liabilaity or partnership power to carry
on 1ts respective business as it 1s now being conducted and to own, operate and
hold under lease its assets and properties as, and in the places where, such
properties and assets now are owned, operated or held. All of the NUI Companies
which are "significant subsidiaries" (as such term is defined in Rule 1-02 of
Regulation 5-X of the SEC) of NUI as of the date of this Agreement are listed
on Exhibit 21 to NUI's Annual Report on Form 10-K for the fiscal year ended
September 30, 1999. The copies of the Amended and Restated Certificate of
Incorporation and Amended and Restated Bylaws of NUI that have been delivered
to Virginia Gas are complete and correct and in full force and effect on the
date hereof.

Section 4.2. Capitalization.

{a) NUI's authorized equity capitalization consists of 30,000,000 shares
of NUI Common Stock and 5,000,000 shares of preferred stock, no par value
per share. As of the close of business on April 30, 2000, 12,968,242 shares
of NUI Commen Stock and no shares of NUI preferred stock were i1issued and
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outstanding. Such shares of NUI Common Stock constituted all of the i1ssued
and outstanding shares of capital stock of NUI as of such date. All issued
and outstanding shares of NUI Common Stock have been duly authorized and
validly 1ssued and are fully paid and nonassessable, are not subject to and
have not been issued i1n violation of any preemptive rights and have not
been 1ssued in violation of any federal or state securities laws. All
outstanding shares of NUI Common Stock are duly listed for trading on the
NYSE.

(b) All of the shares of NUI Common Stock to be i1ssued to holders of
Virginia Gas Common Stock in the Merger have been duly authorized for
1ssuance out of NUI's authorized and unreserved NUl Common Stock and, when
1ssued 1n accordance with the terms of this Agreement, will be validly
issued, fully paid and nonassessable, and will not be subject to and will
not be issued in violation of any preemptive rights.

Section 4.3. Authority Relative to this Agreement. The execution, delivery
and performance of this Agreement and of all of the other documents and
instruments required hereby by NUI are within the corporate power of NUI. The
executaon and delavery of this Agreement and the consummation of the
transactions contemplated hereby have been duly authorized by the Board of
Directors of NUI and no other corporate proceedings on the part of NUI are
necessary to authorize this Agreement or to consummate the transactions
contemplated herein either under state law or the requirements of the NYSE.
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This Agreement and all of the other documents and instruments reguired hereby
have been or will be duly and validly executed and delivered by NUI and
(assuming the due authorization, execution and delivery hereof and thereof by
Virginia Gas] constitute or will constitute valid and binding agreements of
NUI, enforceable against NUI 1n accordance with their respective terms.

Section 4.4. Consents and Approvals; No Violations. Except for (a) any
applicable requirements of the Securities Act, the Exchange Act, the HSR Act
and any applicable filings under state securities, "Blue Sky" or takecover laws,
(b) the filing and recordation of the Certificate of Merger as required by the
DGCL, (¢) any required approvals of the VSCC and the public service commissions
of any other states where NUI conducts business, and FERC, (d) the filing of an
exemption statement on Form U-3A-2 with the SEC pursuant to PUHCA, and (e)
those required filings, registrations, consents and approvals listed on Exhibit
4.4 attached hereto (the matters referred to in clauses (c¢), (d) and (e) being
collectively referred to as the "NUI Required Consents"), no filing or
registration with, and no permit, authorization, consent or approval of, any
public body or autherity or any third party 1s necessary or required in
connection with the execution and delivery of this Agreement by NUI or for the
consummation by NUI of the transactions contemplated by this Agreement.
Assuming that all filings, registrations, permits, authorizations, consents andg
approvals contemplated by the immediately preceding sentence have been duly
made or obtained, neither the execution, delivery and performance of this
Agreement nor the consummation of the transactions contemplated hereby by NUI
will (1) conflict with or result i1n any breach of any provision of the
Certificate of Incorporation or bylaws of NUI, (1i) result in a violation or
breach of, or constitute (with or without due notice or lapse of time or both)
a default {or give rise to any right of termination, cancellation or
acceleration) under, or otherwise result in any diminution of any of the rights
of NUI with respect to, any of the terms, conditions or provisions of any note,
bond, mortgage, indenture, license, Contract or other instrument or obligation
to which NUI 1s a party or by which it or any of its properties or assets may
be bound or (11i) violate any order, writ, injunction, decree, statute, rule or
regulation applicable to NUI or any of 1ts properties or assets except, in the
case of clauses (ii) or (iii} above, for violations, breaches or defaults that
would not have a Material Adverse Effect on the NUI Companies and that will not
prevent or delay the consummation of the transactions contemplated hereby.

Section 4.5. Reports.

{a) The filings required to be made by NUI since January 1, 1997, under
NYSE rules, the Securities Act, the Exchange Act and applicable state Laws
and regulations have been filed with the NYSE and each applicable
Governmental Authoraty, including the SEC and FERC, and NUI has complied in
all material respects with all requirements of such acts, laws and rules
and regulations thereunder, except to the extent any such failure tc comply
would not have a Material Adverse Effect on the NUI Companies.
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(b} The NUI SEC Reports complied, as of their respective dates of filing
{and any NUI SEC Reports filed after the date hereof will comply), in all
material respects with all applicable requirements of the Securities Act,
the Exchange Act and the rules and regulations of the SEC. As of their
respective dates, none of such forms, reports or documents, including,
without limitation, any financial statements or schedules included therean,
contained (and none of the NUI SEC Reports filed after the date hereof will
contain) any untrue statement of a material fact or omitted (or will omit)
to state a material fact required to be stated therein or necessary in
order to make the statements therein not misleading in light of the
circumstances under which they were made. Each of the balance sheets
(including the related notes and schedules) included in the NUI SEC Reports
fairly presented the consolidated financial position of NUI as of the
respective dates thereof, and the other related financial statements
{(including the related notes and schedules) included therein fairly
presented the results of operations and cash flows of NUI for the
respective fiscal periods or as of the respective dates set forth therein.
Each of the financial statements (including the related notes and
schedules) included in the NUI SEC Reports (a) complied as to form with the
applicable accounting requirements and rules and regulations of the SEC and
(b} was prepared 1in accordance with GAAP consistently applied during the
periods presented, except as otherwise noted therein and subject to normal
year-end and audit adjustments 1n the case o¢f any unaudited interim
financial statements. Since September 30, 1999, NUI has timely filed all
reports, registration statements and other filings required to be filed by
1t with the SEC.
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Section 4.6. Absence of Certain Events. Except as set forth in the NUI SEC
Reports filed prior to the date of this Agreement or as otherwise specifically
disclosed 1n Exhibit 4.6 attached hereto, since September 30, 1999, NUI has not
suffered any change in 1ts business, financial condition or results of
operations that has had or will have a Material Adverse Effect upon the NUI
Companies.

Section 4.7. Joint Proxy Statement/Prospectus. None of the information with
respect to the NUI Companies to be included in the Joint Proxy
Statement/Prospectus or the Registration Statement will, 1n the case of the
Joint Proxy Statement/Prospectus or any amendments therecf or supplements
thereto, at the time of the mailing of the Joint Proxy Statement/Prospectus or
any amendments thereof or supplements thereto or, in the case of the
Registration Statement, at the tame it becomes effective and at the Effective
Time, contain any untrue statement of a material fact or omit to state any
material fact reguired to be stated therein or necessary in order to make the
statements therein, in light of the circumstances under which they are made,
not misleading. The Joint Proxy Statement/Prospectus will comply as to form in
all material respects with the provisions of the Securities Act and the
Exchange Act and the rules and regulations promulgated thereunder, except that
no representation is made by NUI with respect to information supplied by
Virginia Gas or any affiliate of Virginia Gas for inclusion in the Joint Proxy
Statement/Prospectus.

Section 4.8. Litigation. Except as set forth on Exhibit 4.8 attached hereto,
there 1s no action, suit, proceeding or, to the Knowledge of NUI, investigation
pending or, to the Knowledge of NUI, threatened against or relating to any of
the NUl Companies at law or in equity, or before any federal, state,
provincial, municipal or other governmental department, commission, board,
bureau, agency or instrumentality, whether in the United States or otherwise,
that 1s expected, in the reasonable judgment of NUI, to have a Material Adverse
Effect upon the NUI Companies or that seeks restraint, prohibition, damages or
other relief in connection with this Agreement or the censummation of the
transactions contemplated hereby.

Section 4.9. Employee Benefit Plans,

{a) For purposes of this Section, the term "NUI Benefit Plans" shall
mean all material pension, retirement, profit-sharing, deferred
compensation, stock option, employee stock ownership, severance pay,
vacation, bonus or other incentive plans, and all other employee programs,
arrangements or agreements, whether arrived at through collective
bargaining or otherwise, all medical, vision, dental and other health
plans, all life insurance plans, and all other employee benefit plans or
fringe benefit plans, including, without limitation, any "employee benefit
plan," as that term 1s defined in Section 3(3) of ERISA, currently adopted,
maintained by, sponsored in whole or in part by, or contributed to by any
of the NUI
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Companies or affiliates thereof for the benefit of employees, retirees,
dependents, spouses, directors, independent contractors, or other
beneficiaries and under which employees, retirees, dependents, spouses,
directors, independent contractors or other beneficiaries are eligible to
participate. Any of the NUI Benefit Plans that is an "employee pension
benefit plan,™ as that term 1s defined in Section 3{2) of ERISA, is
referred to herein as a "NUI ERISA Plan.”

{b) As of the date of this Agreement, no NUI Benefit Plan 1s a
multiemployer plan within the meaning of Section 3(37) of ERISA. All NUI
Benefit Plans are in compliance with the applicable provisions (including,
without limitation, any funding regquirements or limitations) of ERISA, the
Code and any other applicable laws, the breach or viclation of which could
have a Material Adverse Effect on the NUI Companies. Except as reflected in
the notes to the financial statements included i1n the NUI SEC Reports or as
could have a Material Adverse Effect, no NUI ERISA Plan which is a defained
benefit pension plan has any "unfunded current liability," as that term is
defined in Section 302(d) (8) (A) of ERISA, and the present fair market value
of the assets of any such plan exceeds the plan's "benefit liabilities,"™ as
that term 1s defined 1n Section 4001 (a) (16) of ERISA, when determined under
actuarial factors that would apply if the plan terminated i1n accordance
with all applicable legal requirements.

Section 4.10. Tax Matters. Except as set forth on Exhibit 4.10:
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(a) NUI 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 cf Sectaion 1504 ({a) of the Code, of
which NUI 1s the common parent, and such affiliated group files a
consolidated federal income tax return;

{b) each of the NUI 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 inm such Tax Returns is accurate and complete in all material
respects;

(c) each of the NUI Companies has paid or made adeguate provision on its
boecks and records in accordance with GAAP for all Taxes covered by such Tax
Returns;

{d) there 1s not a material amount of unpaid Taxes due and payable by
any of the NUI 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 NUI Companies;

{e} each cf the NUI 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 1n appropriate
accounts for future payment when due;

(f} none of the NUI Companies has granted {or 1s subject to) any waiver,
which is currently in effect, of the period of limitations for the
assessment of any Tax; no unpaid Tax deficiency has been assessed or
asserted against, or with respect to, any of the NUI Companies by any
Governmental Authority; there are no currently pending administrative or
judicial proceedings, or any deficiency or refund litigation, with respect
to Taxes of any of the NUI Companies, the adverse outcome of which would
have a Material Adverse Effect on the NUI Companies: and any such
assertion, assessment, proceeding or litigation disclosed on Exhibit 4.10
hereto is being contested in good faith through appropriate measures, and
1ts status is described in Exhabit 4.10 hereto; and

{g) the most recent audited consolidated balance sheet included in the
NUI SEC Reports fully and properly reflects, as of the date thereof, the
liabilaities of NUI and 1ts Subsidiaries for all accrued Taxes and deferred
liability for Taxes and, for 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 the NUI
Companies and their use of their assets does not violate or conflict, and has
not viclated or conflicted, with any Law, which violation or conflict could
have a Material Adverse Effect on the NUI Companies.
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Section 4.12. Fees and Expenses of Brokers and Others. None ¢f the NUI
Companies (a) has had any dealings, negoctiations or communications with any
broker or other intermediary 1in connection with the transactions contemplated
by this Agreement, (b} i1s committed to any liabkilaty for any brokers' or
finders' fees or any similar fees 1n 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
contempiated by this Agreement, except that NUI has engaged Berenson to
represent 1t 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 NUI Companies or their employees cor agents tec 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 the statements contained herein or therein not misleading.

Section 4.14. Absence of Undisclosed Liabilities. None of the NUI Companies
have, as of the date hereof, or will have, as of the Effective Time, any
liabilities or obligations of any kind, whether absolute, accrued, asserted or
unasserted, contingent or 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 1in accordance with GAAP, except liabilitaes,
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obligations or contingencies that were (a) reflected on or accrued or reserved
against 1n the consolidated balance sheet of NUI as of September 30, 1999,
which is 1ncluded in the NUI SEC Reports, or reflected in the notes thereto, or
{b) incurred after the date of such balance sheet in the ordinary course of
business and consistent with past practices and which, i1ndividually or in the
aggregate, will not have a Material Adverse Effect on the NUI Companies.

Section. 4.15. Merger Subsidiary. All of the i1ssued and outstanding shares
of the capital stock of Merger Subsidiary are (a) owned directly by NUI and (b)
duly authorized, validly issued, fully pa:id, nonassessable and are not subject
to preemptive rights. Merger Subsidiary is a direct wholly owned subsidiary of
NUI that has been formed for the sole purpcse of effecting the Merger and that,
prior to the Effective Time, will (x) have no material assets, (y) engage in no
other material activities and (z) will have no Subsidiaries.

ARTICLE V
REPRESENTATIONS AND WARRANTIES OF VIRGINIA GAS
Virginia Gas represents and warrants to NUI as follocws:

Section 5.1. QOrganization and Authority of the Virginia Gas Companies. Each
of Virginia Gas and the Virginia Gas Subsidiaries is duly organized, validly
exi1staing and in good standing under the laws c¢f its respective jurisdiction of
organization. Each of Virginia Gas and the Virginia Gas Subsidiaries has full
corporate power to carry on 1ts respective business as 1t 1s now being
conducted and to own, operate and hold under lease its assets and properties
as, and in the places where, such properties and assets now are cowned, operated
or held. Each of Virginia Gas and the Virginia Gas Subsidiaries is duly
qualified as a foreign entity to do business, and is in good standing, 1n each
jurisdiction where the failure to be so gualified would have a Material Adverse
Effect on the Virginia Gas Companies. Exhibit 1.65 constitutes a true and
complete list of all of the Subsidiaries of Virginia Gas and Exhibit 1.62
constitutes a true and complete list of all of the Virginia Gas Partnerships.
The copies of the Amended and Restated Certificate of Incorporation of Virginia
Gas, the Articles of Incorporation of each Virginia Gas Subsidiary and the
Bylaws of Virginia Gas and each Virginia Gas Subsidiary that have been
delivered to NUI are complete and correct and in full force and effect on the
date hereof.

Section 5.2. Capitalization. Virginia Gas' authorized equity capitalization
consists of 100,000,000 shares of Virginia Gas Common Stock, $.001 par value
per share, and 1,000,000 shares of preferred stock, no par value per share. As
of the close of business on May 23, 2000: (i) 5,504,906 shares of Virginia Gas
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Common Stock and no shares of Virginia Gas preferred stock were issued and
outstanding, {ii) 260,000 shares of Virginia Gas Common Stock were subject to
cutstanding options issued pursuant to the Virginia Gas Company 1998 Stock
Option Plan, (12i) 10,000 shares of Virginia Gas Common Stock were subject to
outstanding options issued to an executive officer of Virginia Gas pursuant to
that certain Letter Agreement, dated October 30, 1997, and {iv) warrants to
purchase 943,149 shares of Virginia Gas Common Stock at $9.90 per share were
outstanding. Such shares of Virginia Gas Common Stock constituted all of the
1ssued and outstanding shares of capital stock of Virginia Gas as of such date.
All issued and outstanding shares of Virginia Gas Common Stock have been duly
authorized and validly i1ssued and are fully paid and nonassessable, are not
subject to and have not been issued in vioclation of any preemptive rights and
have not been issued in viclation of any federal or state securities laws. All
of the outstanding shares of capital stock of the Virginia Gas Subsidiaries are
validly issued, fully paid and nonassessable and are, except as disclosed on
Exhibit 1.65 attached hereto, owned by Virginia Gas, directly or indirectly,
free and clear of all liens, claims, charges or encumbrances. Except for the
declaration and payment of dividends in the ordinary course of business,
Virginia Gas has not, subsequent to December 31, 1999, declared or paid any
dividend on, or declared or made any distribution with respect to, or
authorized or effected any split-up or any other recapitalization of, any of
the Virginia Gas Common Stock, or directly or indirectly redeemed, purchased or
otherwise acquired any of its outstanding capital stock or agreed to take any
such action and will not take any such action during the period between the
date of this Agreement and the Effective Time. Except as set forth on Exhibit
5.2 attached hereto, there are no cutstanding options, warrants, subscriptions
or other rights to purchase or acquire any capital stock of Virginia Gas or any
of the Virginia Gas Subsidiaries, and there are no Contracts pursuant to whxch
Virginia Gas or any of the Virginia Gas Subsidiaries is bound to sell or issue

http://ccbn.tenkwizard.com/print. php?repo=tenk&ipage=1221033&attach=ON&doc=1

Page 83 of 134

5/16/2002



10k Wizard: SEC Filings

any shares of its capital stock. Neither Virginia Gas nor any Virginia Gas
Subsidiary 1s a party to any voting agreement, voting trust or similar
arrangement with respect to Vairginia Gas Common Stock or the voting stock of
any Virginia Gas Subsidiary and, except as set forth on Exhibit 5.2 attached
hereto, to the Knowledge of Virginia Gas, no holder of Virginia Gas Common
Stock or the voting stock of any Virginia Gas Subsidiary is a party to any such
arrangement . All outstanding shares of Virginia Gas Common Stock are duly
listed for inclusion on Nasdag.

Sectien 5.3. Authority Relative to this Agreement. The execution, delivery
and performance of this Agreement and of all of the other documents and
instruments required hereby by Virginia Gas are, within the corporate power of
Virginia Gas. The execution and delivery of this Agreement and the consummation
of the transactions contemplated hereby have been duly authorized by the Board
of Directors of Virginia Gas and no other corporate proceedings on the part of
Virginia Gas are necessary to authorize this Agreement or to consummate the
transactions contemplated herein (other than, with respect to the Merger, the
adoption of this Agreement by a majority of the outstanding shares of Virginia
Gas Common Stock entitled to vote thereon). This Agreement and all of the other
documents and instruments required hereby have been or will be duly and validly
executed and delivered by Virginia Gas and (assuming the due authorization,
execution and delivery hereof and thereof by NUI and Merger Subsidiary as
necessary) constitute or will constitute valid and binding agreements of
Virginia Gas, enforceable against Virginia Gas in accordance with thear
respective terms.

Section 5.4. Consents and Approvals; No Violations. Except for (a) any
applicable requirements of the Securities Act, the Exchange Act, the HSR Act,
and any applicable filings under state securities, "Blue Sky" or takeover laws,
(b) the filing and recordation of a certificate of merger as required by the
DGCL, (c} any required approvals of the VSCC and FERC and (d) those reqguired
filings, registrations, consents and approvals listed on Exhibit 5.4 attached
hereto (the matters referred to in clauses (c] and {d) being collectively
referred to as the "Wirginia Gas Required Consents"™), no filing or registration
with, and no permit, authorazation, consent or approval of, any public body or
authority or any third party 1s necessary or required in connection with the
execution and delivery of this Agreement by Virginia Gas or for the
consummation by Virginia Gas of the transactions contemplated by this
Agreement. Assuming that all filings, registrations, permits, authorizations,
consents and approvals contemplated by the immed:rately preceding sentence have
been duly made or obtained, neither the execution, delivery and performance of
this Agreement nor the consummation of the transactions contemplated hereby by
Virginia Gas will (1) conflict with or result in any breach of any provision of
the
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Certificates or Articles of Incorporation, bylaws or other organizational
documents of Virginia Gas or any Virginia Gas Subsidiary, (i1i) result in a
violation or breach of, or constitute (with or without due notice or lapse of
time or both) a default {or give rise tc any right of termination, cancellation
or acceleration) under, or otherwise result in any diminution of any of the
rights of Virginia Gas or the Virginia Gas Subsidiaries with respect to, any of
the terms, conditions or provisions of any note, bond, mortgage, indenture,
license, Contract or other instrument or obligation to which Virginia Gas or
any Virginia Gas Subsidiary is a party or by which it or any of them or any of
their properties or assets may be bound or (iii) violate any order, writ,
injunction, decree, statute, rule or regulation applicable to Virginia Gas or
any Virginia Gas Subsidiary or any of their properties or assets except, 1n the
case of clauses {(11) or (i:i1i) above, for viclations, breaches or defaults that
would not have a Material Adverse Effect on the Virginia Gas Ccmpanies and that
will not prevent or delay the consummation of the transactions contemplated
hereby.

Section 5.5. Reports.

{a) Except as set forth on Exhibit 5.5 attached hereto, the filings
required to be made by Virginia Gas since January 1, 1997, under Nasdagq
rules, the Securities Act, the Exchange Act, the Natural Gas Act and
applicable Laws and regulations have been filed with Nasdag and each
applicable Governmental Authority, including the SEC, FERC and the VSCC,
and Virginia Gas has complied in all material respects with all
requirements of such acts, laws and rules and regulations thereunder,
except to the extent any such failure to comply would not have a Materaial
Adverse Effect on the Virginia Gas Companies.
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(b} The Virginia Gas SEC Reports complied, as of their respective dates
of filing (and any Virginia Gas SEC Repcrts filed after the date hereof
will comply), in all material respects with all applicable reguirements of
the Securities Act, the Exchange Act and the rules and regulations of the
SEC. As of their respective dates, none of such forms, reports or
documents, including, without limitation, any financial statements or
schedules included therein, contained tand none of the Virginia Gas SEC
Reports filed after the date hereof will contain) any untrue statement of a
material fact or omitted (or will omit) to state a material fact required
to be stated therein or necessary in order to make the statements therein
not misleading in light of the circumstances under which they were made.
Each of the balance sheets (including the related notes and schedules)
included in the Virginia Gas SEC Reports fairly presented the consolidated
financial position of the Virginia Gas Companies as of the respective dates
thereof, and the other related financial statements (including the related
notes and schedules} included therein fairly presented the results of
operations and cash flows of the Virginia Gas Companies for the respective
fiscal periods or as of the respective dates set forth therein. Each of the
financial statements (including the related notes and schedules) included
in the Virgini:a Gas SEC Reports (a) complied as to form with the applicable
accounting reguirements and rules and regulations of the SEC, and (b) was
prepared 1n accordance with GAAP consistently applied during the periods
presented, except as otherwise noted therein and subject to normal year-end
and audit adjustments in the case of any unaudited interim financial
statements. Except for Virgania Gas, none of the Virginia Gas Companies i1s
required to file any forms, reports or other documents with the SEC,
Nasdag, the NYSE or any other foreign or domestic securities exchange or
Governmental Authority with jurisdiction over securities laws. Except as
set forth on Exhibit 5.5 attached hereto, since December 31, 1998, Virginia
Gas has tamely filed all reports, registration statements and other filings
required to be filed by 1t with the SEC under the Exchange Act.

Section 5.6. Absence of Certain Events. Except as set forth in the Virginia
Gas SEC Reports filed prior to the date of this Agreement or as otherwise
specifically disclosed in Exhibit 5.6 attached hereto, since December 31, 1998,
neirther Virginia Gas nor any of the Virginia Gas Subsidiaries (excluding the
Virginia Gas Affiliates) and, to the Knowledge of Virginia Gas, none of the
Virginia Gas Affiliates, has suffered any change in its business, financial
condition or results of operations that has had or will have a Material Adverse
Effect upon the Virginia Gas Companies. Except as disclosed in the Virginia Gas
SEC Reports filed prior to the date of this Agreement or in Exhibit 5.6
attached hereto, or as otherwise specifically contemplated by this Agreement,
there has not been since December 31, 1998: (a) any entry into any agreement or
understanding or any amendment of any agreement or understanding between
Virginia Gas or any of the Virginia Gas
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Subsidiaries (excluding the Virginia Gas Affiliates) and, to the Knowledge of
Virginia Gas, between any of the Virginia Gas Affiliates, on the one hand, and
any of their respective directors, officers or employees, on the other hand,
providing for employment of any such director, ocfficer or employee or any
general or materaal increase in the compensation, severance or termination
benefits payable or to become payable by Virginia Gas or any of the Virginia
Gas Subsidiaries to any of their respective directors, cfficers or employees
(except for normal increases 1in the ordinary course of business that are
consistent with past practices and that, in the aggregate, do not result in a
material i1ncrease in benefits or compensation expense), or any adoption of or
increase in any bonus, insurance, pension or other employee benefit plan,
payment or arrangement (including, without limitation, the granting of stock
cptions or stock appreciation rights or the award of restricted stock) made to,
for or with any such director, officer or employee; {(b) any labor dispute that
has had or 1s expected to have a Material Adverse Effect upon the Virginia Gas
Companies; (c) any entry by Virginia Gas or any of the Virginia Gas
Subsidiaries into any material commitment, agreement, license or transaction
{1including, without limitaticn, any borrowing, capital expenditure, sale of
assets or any mortgage, pledge, lien or encumbrances made on any of the
properties or assets of Virginia Gas or any of the Virginia Gas Subsidiaries)
other than in the ordinary and usual course of business; (d)} any change 1in the
accounting policies or practices of Virginia Gas or the Virginia Gas
Subsidiaries; (e) any damage, destruction or loss, whether covered by insurance
or not, which has had or will have a Material Adverse Effect upon the Virginia
Gas Companies; or (f) any agreement to do any ¢f the foregoing.

Section 5.7. Joint Proxy Statement/Prospectus. None of the information with
respect to the Virginia Gas Companies to be included in the Joint Proxy
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Statement/Prospectus or the Registration Statement will, in the case of the
Joint Proxy Statement/Prospectus or any amendments thereof or supplements
thereto, at the time of the mailing of the Joint Proxy Statement/Prospectus or
any amendments therecof or supplements thereto, and at the time of the Special
Meeting, or, in the case of the Registration Statement, at the time it becomes
effective and at the Effective Time, contain any untrue statement of a material
fact or omit to state any material fact required to be stated therein or
necessary in order to make the statements therein, 1n light of the
circumstances under which they are made, not misleading. The Joint Proxy
Statement/Prospectus will comply as to form in all material respects with the
provisions of the Securities Act, the Exchange Act and the rules and
regulations promulgated thereunder, except that no representation i1s made by
Virginia Gas with respect te information supplied by NUI or any affiliate of
NUI for inclusion in the Joint Proxy Statement/Prespectus.

Section 5.8. lLitigatien. Except as set forth in Exhibit 5.8 attached hereto,
there 1s no action, suit, proceeding or, to the Knowledge of Virginia Gas,
investigation pending or, to the Knowledge of Virginia Gas, threatened against
or relating to Virginia Gas or any of the Virginia Gas Subsidiaries at law or
in equity, or before any federal, state, provincial, municipal or other
governmental department, commission, board, bureau, agency or instrumentality,
whether in the United States or otherwise, that 1s expected, in the reascnable
judgment of Virginia Gas, to have a Material Adverse Effect upon the Virginia
Gas Companies or that seeks restraint, prohibition, damages or other relief in
connection with this Agreement or the consummation of the transactions
contemplated hereby.

Section 5.9. Title to and Sufficiency of Assets; Easements.

(a) As of the date hereof, Virginia Gas and each of the Virginia Gas
Subsidiaries ({(other than the Virginia Gas Affiliates), and, to the
Knowledge of Virginia Gas, the Virginia Gas Affiliates, owns, and as of the
Effective Time, Virginia Gas and each of the Virginia Gas Subsidiaries
(other than the virginia Gas Affiliates) will own, good and marketable
title to all of its assets (excluding, for purposes ¢f this sentence,
assets held under leases), free and clear of any and all mortgages, liens,
encumbrances, charges, claims, restrictions, pledges, security interests or
impositions, except as disclosed on Exhibit 5.9 attached hereto. Except as
set forth on Exhibit 5.9 attached hereto, such assets, together with all
assets held by Virginia Gas and the Virginia Gas Subsidiaries under leases,
1nclude all tangible and intangible assets, Contracts and rights necessary
or required for the operation of the businesses of Virginia Gas and the
Virginia Gas Subsidiaries in accordance with past practice.
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{(b) Subject to ordinary wear and tear and to scheduled or necessary
repairs in the ordinary course of business, all tangible assets of Virginia
Gas and the Virginia Gas Subsidiaries are in good operating condition and
repalr.

(c] Except as set forth on Exhibit 5.9 attached hereto, the businesses
of Virginia Gas and the Virginia Gas Subsidiaries (other than the Virginia
Gas Affiliates) and, to the Knowledge of Virginia Gas, the businesses of
the Varginia Gas Affiliates are (1) being operated i1n a manner which does
not violate the terms of any Easements used by Virginia Gas or the Virginia
Gas Subsidiaries 1n such businesses, (ii) all such Easements are valid and
enforceable and grant the rights purported to be granted thereby and all
rights necessary thereunder for the current operation of such business,
{iii}) there are no spatial gaps in such Easements that would impair the
conduct of such business i1n any manner and (1v) no part of any asset used
in connecticon with pipeline operations is located on property that 1s not
owned 1n fee by Virginia Gas or a Virginia Gas Subsidiary or subject to an
Easement in favor of Virginia Gas or a Virginia Gas Subsidiary.

Section 5.10. Contracts.

(a) Prior to the date hereof, Virginia Gas has provided NUI with a true
and correct list of all of the Contracts to which Virginia Gas or any
Virginia Gas Subsidiary is a party, which list 1s set forth on Exhibit 5.10
attached hereto, and true and ceorrect copies of each Contract, i1n the case
of written Contracts, or true and correct summaries therecf, in the case of
oral Contracts, requested by NUI, that constitute: (1) a lease of any
interest in any real property; {11) a lease of any personal property with
aggregate annual rental payments in excess of $25,000; (iii) an option to
acquire or lease any interest in real property or a right of first refusal
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with respect thereto; (iv) an agreement to purchase or sell a capital asset
or an i1nterest 1n any business entity for a price i1n excess of $25,000 or a
right of first refusal with respect therete; (v} an agreement relating to
the borrowing or lending of money or the purchase or sale of securities;
(vi) a guaranty, contraibution agreement or other agreement that includes an
indemnification obligation in excess of $25,000 or any contribution or
suppert obligation; (vi1) an agreement limiting 1n any respect the ability
of any such entity to compete 1in any line of business or with any person;
{viii1) a customer supply or requirements agreement or an agreement with a
vendor with a payment obligation over its term in excess of $25,000 to
which any such entity 1s a party or by which any such entity is bound; (1x)
an employment, severance, separation, change 1n control, or consulting
agreement to which any such entity is a party or by which any such entity
1s bound; and (x) any other agreement involving an amount over its term in
excess of $25,000. Except as set forth on Exhibit 5.10 attached hereto,
Virginia Gas and each of the Virginia Gas Subsidiaries {other than the
Virginia Gas Affiliates) has performed and, to the Knowledge of Virginia
Gas, the Virginia Gas Affiliates and every other party has performed, each
material term, covenant and conditicn of each of the Contracts te which
Virginia Gas or any Virginia Gas Subsidiary 1s a party that is to be
performed by any of them at or before the date hereof. Except as set forth
on Exhibit 5.10 attached hereto, no event has occurred that would, with the
passage of time or compliance with any applicable notice requirements or
both, constitute a default by Virginia Gas or any Virginia Gas Subsidiary
{other than the Virginia Gas Affiliates) or, to the Knowledge of Virginmia
Gas, the Virginia Gas Affiliates and any other party under any of the
Contracts to which Virginia Gas or any Virginia Gas Subsidiary is a party,
and, to the Knowledge of Virginia Gas, no party to any of the Contracts to
which Virginia Gas or any Virgania Gas Subsidiary is a party intends to
cancel, terminate or exercise any opticn under any of such Contracts.

(b) With respect to each customer supply or reguirements agreement and
each vendor agreement with a payment obligation over its term in excess of
$25,000 to which Virginia Gas or any Virginia Gas Subsidiary (other than
the Virginia Gas Affiliates) 1s a party, and, to the Knowledge of Virginia
Gas, to which any Virginia Gas Affiliate is a party, the copy of such
agreement that has been provided by Virginia Gas to NUI accurately
discloses: (1) the remaining term of such agreement; (ii) all incentive or
other payments paid cor to be paid thereunder by Virginia Gas or any
Virginia Gas Subsidiary after December 31, 1%99; (11i) all purchase
commitments or minimum purchase guarantees binding on Virginia

A-16

Gas or any Virginia Gas Subsidiary for periocds after December 31, 1999; and
{1v) any deviation 1n the economic terms thereof from and after December
31, 1999, from those that were in effect under such agreements (or under
any similar predecessor agreements) over the course of Virginia Gas' entire
fiscal year ended December 31, 1999.

Section 5.11. Labor Matters.

{a) Except as set forth in Exhibit 5.11 attached hereto, with respect to
employees of Virginia Gas and the Virginia Gas Subsidiaries: (1) no senior
executive, key employee or group of employees has, as of the date herecf,
given notice of his or her intention to terminate employment with any of
Virginia Gas or the Virginia Gas Subsidiaries; (1i) there 1s no unfair
labor practice charge or complaint against Virginia Gas or any Virginia Gas
Subsidiary pending or, to the Knowledge of Virginia Gas, threatened before
the National Labor Relations Board or any other comparable authority; (iii)
no grievance or any arbitration proceeding arising out of or under
collective bargaining agreements i1s pending and, to the Knowledge of
Virginia Gas, no claims therefor exaist or have been threatened; and (iv}
there 1s no litigation, arbitration proceeding, governmental investigation,
administrative charge, citation or action of any kind pending or, to the
Knowledge of Virginia Gas, proposed or threatened against Virginia Gas or
any Virginia Gas Subsidiary relating to employment, employment practices,
terms and conditions of employment or wages and hours.

(b) Neither Virginia Gas nor any Virginia Gas Subsidiary (i) has any
collective bargaining relationship or duty to bargain with any Labor
Organization (as such term 1s defined in Section 2({5) of the National Labor
Relations Act, as amended); (ii) has recognized or has been requested to
recognize any Labor Organization as the collective bargaining
representative of any of i1ts employees; and (i1i) is, to the Knowledge of
Virginia Gas, the subject of any active or threatened organizing effort by
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any Labor Organization.
Section 5.12. Employee Benefit Plans.

(a) For purposes of this Section, the term "Virginia Gas Benefit Plans"
shall mean all pension, retirement, profit-sharing, deferred compensation,
stock option, employee stock ownership, severance pay, vacation, bonus or
other ancentive plans, and all other empleyee programs, arrangements or
agreements, whether arrived at through collective bargaining or otherwise,
all medical, vision, dental and other health plans, all life 1nsurance
plans, and all other employee benefit plans or fringe benefit plans,
including, without limitation, any "employee benefit plan," as that term is
defined 1n Section 3(3) of ERISA, currently adopted, maintained by,
sponsored in whele or in part by, or contributed to by Virginia Gas or any
of the Virginia Gas Subsidiaries or affiliates thereof for the benefit of
employees, retirees, dependents, spouses, directors, independent
contractors or other beneficiaries and under which employees, retirees,
dependents, spouses, directors, i1ndependent contractors, or other
beneficiaries are eligible to participate. Any of the Virginia Gas Benefit
Plans which is an "employee pension benefit plan,™ as that term is defined
in Sectaon 3(2) of ERISA, 1s referred to herein as a "Virginia Gas ERISA
Plan."

(b) Ne Virginia Gas Benefit Plan is or has been a multiemployer plan
within the meaning of Section 3(37) of ERISA nor has Virginia Gas or any
Virginia Gas Subsidiary participated in or withdrawn from a multiemployer
plan. All Virginia Gas Benefit Plans are in compliance with the applicable
provisions (including, without limitation, any funding requirements or
limitations) of ERISA, the Code and any other applicable Laws, the breach
or violation of which could have a Material Adverse Effect on the Virgima
Gas Companies. No Virginia Gas Benefit Plan provides for post-retirement
medical benefit obligations (without regard to COBRA obligations). No
Virginia Gas ERISA Plan that 1s a defined benefit pension plan has any
"unfunded current liability," as that term 1s defined in Section
302(d) (8) {A) of ERISA, and the present fair market value of the assets of
any such plan exceeds the plan's "benefit liabilities,™ as that term 1s
defined in Section 4001(a) (16) of ERISA, when determined under actuarial
factors that would apply if the plan terminated in accordance with all
applicable legal reguirements.

{c} Exhibit 5.12 heretc is a true and correct list of all Virginmia Gas
Benefit Plans. Virginia Gas has provided NUI with access to true and
correct copies of each governing document for each Virginia Gas
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Benefit Plan, together with any amendments, trust agreements (if
applicable), insurance contracts, the most recent summary plan description,
annual report and audited financial statement for each such plan and the
actuarial report for any Virginia Gas Benefit Plan that is a defined
benefit pension plan or funded welfare benefit plan. With respect to any
Virginia Gas Benefit Plan, Virginia Gas has retained the right to terminate
such plan at any time for any reascn.

{d) Except as set forth on Exhibit 5.12 hereto, (1) with respect to each
Virginia Gas Benefit Plan aintended to be gualified under Code Section
401 (a), the trust forming a part thereof has received a favorable
determination letter from the IRS as to its qualification under the Code
and no fact or condition has occurred which could reasonably be expected tc
result in the disqualification of such Virginia Gas Benefit Plan or
adversely affect the tax-—exempt status of such trust, (ii) there are no
pending or, to the Knowledge of Virginia Gas, threatened claims by or on
behalf of any Virginia Gas Benefit Plans {other than routine claims for
benefits) and (1ii) all contributions, premiums and benefit payments
required to be made or paid by Virginia Gas or any Virginia Gas Subsidiary
in respect of any Virginia Gas Benefit Plan have been paid within the
earliest time required by Law or by the Virginia Gas Benefit Flan.

Section 5.13. Tax Matters.
(a) Except as set forth on Exhibit 5.13 attached hereto:
{i) Virginia Gas and each Virginia Gas Subsidiary 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 1504 (a) of the Code, of which Virginia Gas is the commen
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parent, such affiliated group files a consclidated federal income tax
return and neither Virgania Gas nor any of the Virginia Gas
Subsidiaries has ever filed a consolidated federal income tax return
with {or been included 1n a consolidated return of) a different
affiliated group;

(ii) Virginia Gas and each of the Virginia Gas Subsidiaries has
timely filed or caused to be filed all Tax Returns required to have
been filed by or for 1t, and all information set forth in such Tax
Returns is accurate and complete in all material respects;

{11i) Varginia Gas and each of the Virginia Gas Subsidiaries has
paid or made adequate provision on its bocks and records in accordance
with GAAP for all Taxes covered by such Tax Returns;

(iv) Virginia Gas and each of the Virginia Gas Subsidiaries is in
material compliance with, and its records contain all information and
documents necessary to comply with, all applicable information
reporting and tax withholding requirements under federal, state, local
and foreign laws, and such records identify with specificity all
accounts subject to withholding under Section 1441, 1442 or 3406 of the
Code or similar provisions of state, local or foreign laws;

{v) there 1s not an amount of unpaid Taxes due and payable by
Virginia Gas or any of the Virginia Gas Subsidiaries or by any other
person that 1s or could become a lien on any asset of, or that
otherwise could have a Material Adverse Effect on, the Virginia Gas
Companies;

(vi) Virginia Gas and each of the Virgania Gas Subsidiaries 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 1n appropriate accounts for future payment when
due;

(vii} neither Virginia Gas nor any of the Virginia Gas Subsidiaries
has granted {or is subject to) any waiver, which 1s currently in
effect, of the pericd of limitations for the assessment of any Tax; no
unpaid Tax deficiency has been assessed or asserted against, or with
respect to, Virginia Gas or any cof the Virginia Gas Subsidiaries by any
Governmental Authority; no power of attorney relating tc Taxes that is
currently in effect has been granted by, or with respect to, Virginia
Gas or any of the Virginia Gas Subsidiaries; there are no currently
pending administrative or judicial proceedings, or any deficiency or
refund litigatien, with respect to Taxes of Virginia Gas or any of the
Virginia Gas Subsidiaries, the adverse outcome of which would have a
Material Adverse Effect on the Virginia
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Gas Companies; and any such assertion, assessment, proceeding or
litigation disclosed in Exhibit 5.13 hereto is being contested in good
faith through appropriate measures, and 1ts status 1s described in
Exhibit 5.13 hereto;

(viii) neither Virginia Gas nor any of the Virginia Gas Subsidiaries
has made or entered into, or holds any asset subject to, a consent
filed pursuant to Section 341(f) of the Code and the regulations
thereunder or a "safe harbor lease" subject to Section 168(f)(8) of the
Internal Revenue Code of 1954, as amended prior to the Deficit
Reduction Act of 1984, and the regulations thereunder;

(1x) neither Virginia Gas nor any of the Virginia Gas Subsidiaries
1s reguired to include in i1ncome any amount from an adjustment pursuant
to Section 481 of the Code or the regulaticons thereunder or any similar
provision of state or local Law, and Virginia Gas has no Knowledge that
any Governmental Authority has proposed any such adjustment;

(x) neither Virginia Gas nor any of the Virginia Gas Subsidiaries is
obligated to make any payments, or is a party to any Contract that
could obligate 1t to make any payments, that would not be deductible by
reason of Sections 162(m) or 280G of the Code:

(xi) there are no excess loss accounts or deferred intercompany

gains with respect to any member of the affiliated group of which
Virginia Gas is the common parent which would have a Material Adverse
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Effect on the Virginia Gas Companies if taken inte account;

(xii) the most recent audited consolidated balance sheet included in
the Virginia Gas SEC Reports fully and properly reflects, in all
material respects, as of the date therecf, the liabilities of Virginia
Gas and the Virginia Gas Subsidiaries for all accrued Taxes and
deferred liabkility for Taxes and, for periods ending after such date,
the books and records of each such corporation fully and properly
reflect 1ts liability for all accrued Taxes;

(x11i) since April 16, 1997, neither Virginia Gas nor any Virginia
Gas Subsadiary has distributed to their respective stockholders or
security holders stock or securities of a controlled corporation in a
transaction to which Section 355(a) of the Code applies; and

(xiv) Virginia Gas i1s not, and has not been at any time within the
last five years, a "United States real property holding corporation®
for purposes of Section 897 of the Code.

(b) Exhibit 5.13 describes all material and centinuing Tax elections,
consents and agreements made by or affecting Virginia Gas or any Virginia
Gas Subsidiary, lists all types of material Taxes paid and Tax Returns
filed by or on behalf of Virginia Gas or any Virginia Gas Subsidiary and
expressly indicates each Tax with respect to which Virginia Gas or any
Virginia Gas Subsidiary 1s or has been included in a consolidated, unitary
or combined return.

Section 5.14. Compliance with Law. The conduct of the businesses of Virginia
Gas and the Virginia Gas Subsidiaries and their use of their assets does not
violate or conflict, and has not violated or conflicted, with any Law, which
vielation or conflict could have a Material Adverse Effect on the Virginia Gas
Companies.

Section 5.15. Transactions With Affiliates. Except as set forth in Exhibit
5.15 attached hereto, since December 31, 1998, neither Virginia Gas nor any of
the Virginia Gas Subsidiaries has, 1n the ordinary course of business or
otherwise, (i) purchased, leased or otherwise acquired any property or assets
or cbtained any services from, (ii} sold, leased or otherwise disposed of any
property or assets or provided any services to (except with respect to
remuneration for services rendered in the ordinary course of business as a
director, officer or employee of one or mere of Virginia Gas or any Virginia
Gas Subsidiary), ({(i1i) entered into or modified in any manner any Contract
with, or (i1v) borrowed any money from, or made or forgiven any loan or other
advance to, any Other Virginia Gas Interested Person that, considering the
matters set feorth in clauses (1) through (1v) in the aggregate, exceeded a
value of $75,000. Except as set forth in Exhibat 5.15, (i) the Contracts of
Virginia Gas and the Virginia Gas Subsidiaries do not include any obligation or
commitment between
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Virginia Gas or any of the Virginia Gas Subsidiaries, on the one hand, and any
Other Virginia Gas Interested Person, on the other hand, (ii} the assets of
Virginia Gas and the Virginia Gas Subsidiaries do not include any receivable or
other obligation or commitment from any Other Virginia Gas Interested Person
that, in the aggregate, exceeds a value of $75,000 and (i1i:1)} the liabilities of
Virginia Gas and the Virginia Gas Subsidiaries do not include any payable or
other obligation or commitment to any Other Virginia Gas Interested Person
that, 1n the aggregate, exceeds a value of $75,000. Except as set forth in
Exhibit 5.15 hereteo, no Other Virginia Gas Interested Person 1s a party to any
Contract with any customer or supplier cof Virginia Gas or any Virginia Gas
Subsidiary (excluding the Virginia Gas Affiliates) and, to the Knowledge of
Virginia Gas, no Virginia Gas Affiliate 1s a party to any such Contract, that
affects i1n any manner the business, financial condition or results of operation
of any of the Virginia Gas Companies.

Secticn 5.16. Environmental Conditions.
(a) Definitions. When used in this Section 5.16:

(i} "Environmental Laws™ shall mean any and all federal, state,
local or municipal laws, rules, orders, regulations, statutes,
ordinances, codes, decrees or requirements of any Governmental
Authority regulating, relating to or imposing liability or standards of
conduct concerning any Hazardous Materials or environmental protection
1n effect as of the date of this Agreement or at the Effective Time,
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tegether with any amendment or re-authorization thereto or thereof;

(i1) "Hazardous Materials™ shall mean any hazardous material,
hazardous waste, i1nfectious medical waste, Petroleum and Natural Gas
Products, hazardous or toxic substance defined or regulated as such in
or under any Environmental Law, including, without limitation,
materials exhibiting the characteristics of ignitability, corrosivity,
reactivity or extraction procedure toxicity, as such terms are defined
as of the date of this Agreement or at the Effective Time 1n connection
with hazardous materials or hazardous wastes or hazardous or toxic
substances 1n any Environmental Law; and

{iir) "Petroleum and Natural Gas Products"™ shall mean crude oil,
petroleum or fracticns thereof, gasoline, diesel fuel, motor oi1l, waste
or used oil, heating o1l, kerosene and any other petrcleum products and
natural gas, natural gas liquids, liquefied natural gas or synthetic
gas useable for fuel.

(b) Except as set forth in Exhibit 5.16 attached hereto, and except for
such violations that in the aggregate would not have a Material Adverse
Effect on the Virginia Gas Companies, (1) neither Virginia Gas nor any
Virginia Gas Subsidiary has used, stored, treated, transported,
manufactured, refined, handled, produced, disposed of, managed, spilled or
released any Hazardous Materials on, under, at, from or in any way
affecting any of its properties or assets (i1including, without limitation,
any properties or assets now or previously used, owned or operated by
Virginia Gas or any Virginia Gas Subsidiary) or otherwise, in any manner
which at the time of the action in gquestion violated any Environmental Law
governing the use, storage, treatment, transportation, manufacture,
refinement, handling, production, disposal, management, spill or release of
Hazardous Materials, and ({(1i) to the Knowledge of Virginia Gas, no prior
cwner of such property or asset or any tenant, subtenant, prior tenant or
prior subtenant thereof has used Hazardous Materials on, from or in any way
affecting any such property or asset, or otherwise, 1n any manner which at
the time of the action in question violated any Environmental Law governing
the use, storage, treatment, transportation, manufacture, refinement,
handling, production, disposal, management, spill or release of Hazardous
Materials.

(c} Except as set forth in Exhibit 5.16 attached hereto, neither
Virginia Gas nor any Virginia Gas Subsidiary has any obligations or
liabilities, whether absolute or containgent, accrued or unaccrued, asserted
or unasserted, known or unknown, or otherwise, that could have a Material
Adverse Effect on the Virginia Gas Companies, and no claims have been made
against Virginia Gas or any Virginia Gas Subsidiary and no citations or
notices have been issued against Virginia Gas or any Virginia Gas
Subsidiary that could have a Material Adverse Effect on the Virginia Gas
Companies, and that in the case of any of the foregoing, have been or are
imposed by reason of or based upon any provision of any Environmental
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Laws, including, without limitation, any such obligations or liabilities
relating to or arising out of or attributable, in whole or in part, to the
manufacture, processing, distribution, use, treatment, storage, production,
management, spill, release, disposal, arranging for disposal, transport or
handling of any Hazardous Materials by Virginia Gas or any Virginia Gas
Subsidiary or, to the Knowledge of Virginia Gas, by any predecessors 1n
interest in ceonnection with or in any way arising from or relating to
Virginia Gas or any Virginia Gas Subsidiary or any of their respective
properties, or relating to or arising from or attributable, in whole or in
part, tc the manufacture, processing, distribution, use, treatment,
storage, disposal, production, management, spill, release, transport or
handling of any such substance by any other person at or on or under any of
the real properties owned or used by Virginia Gas or any Virginia Gas
Subsidiary.

(d) Except as set forth on Exhibit 5.16 attached hereto, Virginia Gas
and the Virginia Gas Subsidiaries have received all Permits as may be
required of them under applicable Environmental Laws to conduct their
respective businesses, and Virginia Gas and the Virginia Gas Subsidiaries
are in compliance in all material respects with the terms and conditions of
all such Permits. Neither Virginia Gas nor any Virginia Gas Subsidiary has
received any notices or claims, nor, to the Knowledge of Virginia Gas, 1s
there a factual basis for such a claim, that 1t 1s a responsible party in
connection with any claim or notice asserted pursuant to 42 U.S.C. Section
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9601 et seq. ("CERCLA"), or any state superfund law.

{e} The operation of the business of Virginia Gas and the Virginia Gas
Subsidiaries has not adversely impacted any "wetlands"™ (as that term is
currently defined by the U.S. Army Corps of Engineers or any other
regulatory agency) located on any of the real property owned, operated or
leased by Virginia Gas or any of the Virginia Gas Subsidiaries.

(£) There are no (i) underground storage tanks, (11) asbestos containing
material or (111) lead containing material on any real property owned,
operated or leased by Virginia Gas or any of the Virginia Gas Subsidiaries,
the presence of which could result in a Material Adverse Effect.

(g} To the Knowledge of Virginia Gas, neither Virginia Gas nor any
Virginia Gas Subsidiary has transported or disposed, or allewed or arranged
for any third parties to transpeort or dispese, of any Hazardous Material or
other waste to or at a site which, pursuant to CERCLA or any applicable
state law, has been placed on the National Priorities List or 1ts state
equivalent (a "Superfund Site"). Neither Virginia Gas nor any Virginia Gas
Subsidiary has received notice, nor, to the Knowledge of Virginia Gas, do
any facts exist that cculd give rise to any notice, that Virginia Gas or
any Virginia Gas Subsidiary is a potentially responsible party with respect
to a Federal or state Superfund Site or for corrective action under CERCLA
or any other applicable Law. Nexzther Virginia Gas nor any Virginia Gas
Subsidiary has submitted or was required to submit any notice pursuant to
Secticon 103{(c) of CERCLA with respect to any real property. Neither
Virginia Gas nor any Virginia Gas Subsidiary has received any written or
oral request for information in connection with any Federal or state
Superfund Site. Neither Virginia Gas nor any Virginia Gas Subsidiary has
been requested teo, or has undertaken, any response or remedial actions or
clean-up actions of any kind at the request of any Governmental Authority
or at the request of any other Person.

Section 5.17. Insurance. Except to the extent adeguately accrued on the most
recent balance sheet contained i1n the Virginia Gas SEC Reports, neither
Virginia Gas nor any Virginia Gas Subsidiary has any obligation (contingent or
otherwise) to pay in connecticon with any insurance policies any retroactive
premiums or "retro-premiums" that, individually or in the aggregate, would
reascnably be expected to have a Material Adverse Effect.

Section 5.18. Intellectual Property. Neither Virginia Gas nor any Virginia
Gas Subsidiary currently utilizes, or to the Knowledge of Virginia Gas, has in
the past utiliazed, any existing or pending patent, trademark, trade name,
service mark, copyright, software, trade secret or know-how, except for those
which are owned, possessed or lawfully used by Virginia Gas or any Virginia Gas
Subsidiary in their business operations, and neither Virginia Gas nor any
Virginia Gas Subsidiary infringes upon or unlawfully uses any patent,
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trademark, trade name, service mark, copyright or trade secret owned or validly
claimed by another person except, in each case, as would not, individually or
in the aggregate, reascnably be expected tc have a Material Adverse Effect.
Virginia Gas and the Virginia Gas Subsidiaries own, have a valid license to use
or otherwise have the right validly to use all existing and pending patents,
trademarks, tradenames, service marks, copyrights and software necessary to
carry on their respective businesses substantially as currently conducted,
except where the absence of such ownership, valid license or other valid right
to use would not reasonably be expected, individually or ain the aggregate, to
have a Material Adverse Effect.

Section 5.192. Fees and Expenses of Brokers and Others. Neither Virginia Gas
nor any Virginia Gas Subsidiary (other than the Virginia Gas Affiliates) and,
to the Knowledge of Virginia Gas, none of the Virginia Gas Affiliates (a) has
had any dealings, negotiaticns or communications with any broker or other
intermediary in connection 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 cther intermediary to act on its
behalf in connection with the transactions contemplated by this Agreement,
except that Virginia Gas has engaged CIBC to represent it in connection with
such transacticns, and shall pay all of CIBC's fees and expenses in connection
with such engagement.

Section 5.20. Regulation as Utality.
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(a}) Based seolely upon an opinion of counsel with respect to Virginia Gas
that was delivered in connection with a previous transaction [a true and
correct copy of which has been delavered by Virgainia Gas to NUI}, Virginia
Gas is ncot a "holding company™ within the meaning of Section 2(a)(7) of
PUHCA as a result of Virginia Gas Distrabution Company's business
activities. Since the date of such opinion, the business activities of
Virginia Gas Distribution Company have been nc less favorable to supporting
such an opinion than the business activities that formed the basis of such
legal opinion.

{b) Except as set forth on Exhibit 5.20 attached hereto, neither
Virginia Gas nor any Virginia Gas Subsidiary 1s subject to regulation as a
"public utility"™ as that phrase 1s defined in Virginia Code Ann. (5) 56-
265.1(b) or "public service corporation” as that phrase is defined in
Virginia Code Ann. (S} 56-1.

(c) Neither Virginia Gas nor any Virginia Gas Subsidiary 1s subject to
regulation as a public utility or public service company [(or similar
designation) 1n any state other than Virginia.

Section 5.21. FERC Jurisdiction. Neither Virginia Gas nor any Virginia Gas
Subsidrary owns or operates any FERC jurisdicticonal facilities giving rise to a
requirement for approval of the Merger by FERC.

Section 5.22. Accuracy of Information. Neither this Agreement nor any other
document provided by the Virginia Gas Companies or their employees or agents to
NUI in connection with the transactions contemplated herein, when this
Agreement and such other documents are considered in the aggregate, contains an
untrue statement of a material fact or omits to state a material fact necessary
tc make the statements contained therein not misleading.

Section 5.23. Absence of Undisclosed Liabilities. Except as disclosed in the
Virginia Gas SEC Reports filed prior to the date of this Agreement, neither
Virginia Gas nor any Virginia Gas Subsidiary has, as of the date hereof, or
will have, as of the Effective Time, any liabilities or obligations of any
kind, whether absolute, accrued, asserted or unasserted, contingent or
otherwise, that would be required to be disclosed on a consolidated balance
sheet of Varginia Gas, or reflected in the notes thereto, prepared as of such
date, 1n accordance with GAAP, except liabilities, obligations or contingencies
that were (a) reflected on or accrued or reserved against 1n the consolidated
balance sheet of Varginia Gas as of December 31, 1999, which is included in the
Virginia Gas SEC Reports, or reflected in the notes thereto, or (b) incurred
after the date of such balance sheet in the ordinary course of business and
consistent with past practices and which, individually or in the aggregate,
would not have a Material Adverse Effect on the Virginia Gas Companies. Neither
Virginia Gas nor any Virginia Gas Subsidiary is a party to any Contract, or
subject to any charter or other corporate or partnership restriction, or
subject to any judgment, order, writ, inijunction, decree, rule or regulation,
which will have a Material Adverse Effect on the Virginia Gas Companies.
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Section 5.24. Opinion of Financial Advisor. Virginia Gas has received the
opinion of CIBC to the effect that, as of the date hereof, the exchange ratio
contemplated in this Agreement 1s fair to the holders of shares of Virgimia Gas
Common Stock from a financial point of view.

Section 5.25. Virginia Gas Year 2000 Compliance. The Virginia Gas Companies
did not suffer any Material Adverse Effect in connection with their efforts to
prepare for, or remediation efforts related to, the abality of their computer
applications (including software, firmware, hardware and other similar or
related items of automated computerized or software systems) to perform
properly date sensitaive functions for all dates, before and after January 1,
2000 ("Year 200C Compliance"), or in connection with any failure by any vendor,
customer or other third party to achieve Year 2000 Compliance.

Section 5.26. Vote Required. The affirmative vote of the holders of a
majority of the outstanding shares of Virginia Gas Common Stock entitled to
vote thereon 1s the only vote of the holders of any class or series of Virginia
Gas' capital stock necessary to adopt this Agreement. The Board of Directors of
Virginia Gas (at a meeting duly called and held) has (a) unanimously approcved
this Agreement and the transactions contemplated hereby, (b) determined that
the Merger 1s fair to and in the best interests of the holders of Virginia Gas
Common Stock, (c) resolved to recommend this Agreement to such holders for
adoption and (d) directed that this Agreement be submitted to holders of
Virginia Gas Common Stock.
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Section 5.27. Section 203 of the DGCL; State Takeover Statutes. Prior to the
date hereof, the Board of Directors of Virginia Gas has approved this Agreement
and the transactions contemplated hereby and such approval i1s sufficient to
render 1napplicable to the Merger and any of such other transactions the
provisions of Section 203 of the DGCL. No other state takeover statute or
similar statute or regulation applies or purports to apply to this Agreement,
the Merger or any of the other transactions contemplated hereby and no
provision of the Certificates or Articles of Incorporaticn, bylaws or other
governing instruments of any of the Virginia Gas Companies would, dairectly or
indirectly, restrict or impair the ability of NUI to vote, or otherwise to
exercise the rights of a stockholder with respect to, shares of the Virginia
Gas Companies that may be acquired or controlled by NUI as contemplated by this
Agreement.

Section 5.28. Virginia Gas Affiliates and Partnerships.

(a) There are no claims, including, without limitation, claims of breach
of fiduciary duty or unlawful payment of distributions, pending or
threatened by any shareholder of the Virginia Gas Affiliates against the
board of directors or any other shareholder of the Virginia Gas Affiliates.
All borrowings by the Virginia Gas Affiliates have been approved by all
necessary action, including, without limitation, all shareholder action
required by the Bylaws of the Virginia Gas Affiliates.

{b) Virginia Gas has provided NUI with true and correct copies of all
governing documents related to the Virginia Gas Partnerships and of all
other documents relatang to the Virginia Gas Partnerships reasonably
requested by NUI that are in the possession of Virginmia Gas or which
Virginia Gas has the right to obtain. To the Knowledge of Virginia Gas, no
action has been taken or 1s pending for the dissolution or liquidation of
any of the Virginia Gas Partnerships. Virginia Gas has not been requested
to make any additional capital contributions that currently remain unfunded
or otherwise outstanding and, to the Knowledge of Virginia Gas, no such
additicnal capital contribution requests are contemplated with respect to
any Virginia Gas Partnership.

Section 5.29. Certain Agreements.

(a) Virgimia Gas and Michael L. Edwards have duly executed and delivered
the Change of Control Agreement, dated as of the date hereof, in the form
previously provided to NUI (the "Edwards Agreement”). The Edwards Agreement
1s 1n full force and effect, constitutes the valid and binding agreement of
the parties thereto and 1s enforceable against the parties thereto 1n
accordance with its terms.

(b) Simultaneously with the execution of this Agreement, Virginia Gas,
the Town of Saltville, Virginia, and the Saltville Industrial Development
Authoraty shall enter into the Contract of Sale in the
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form of Exhibit 5.29 attached hereto (the "Saltville Purchase Agreement").
The Saltville Purchase Agreement, when executed and delivered by the
parties thereto, will be in full force and effect, will constitute the
valid and binding agreement of the parties therete, and will be enforceable
against the parties thereto in accordance with 1ts terms.

ARTICLE VI
COVENANTS
Section 6.1. Conduct of the Businesses of NUI and Virginia Gas.

{a) ExXcept as otherwise expressly provided 1in this Agreement, during the
period from the date of this Agreement to the Effective Time, Virgainia Gas
and the Virginia Gas Subsidiaries (other than the Virginia Gas Affiliates)
will conduct their respective operations according to their ordinary and
usual course of business and consistent with past practice, and will use
their respective reascnable best efforts to preserve intact their
respective business organizations, to keep available the services of their
officers and employees and to maintain satisfactory relationships with
licensors, licensees, suppliers, contractors, distributors, customers and
others having material business relationships with them {and, with respect
to the Virgania Gas Affiliates and the Virginia Gas Partnerships, Virginia
Gas will not approve or otherwise take, or refrain from taking, any action
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1n 1ts capacity as a stockholder or partner that 1s i1nconsistent with the
foregoing). Without limiting the general:ty of the foregoing, and except as
otherwise expressly provided i1n this Agreement, prior to the Effective
Time, neither Virginia Gas nor any of the Virginia Gas Subsidiaries (other
than the Virginia Gas Affiliates) will, and, with respect to the Virginia
Gas Affilaiates and the Virginia Gas Partnerships, Virginia Gas will not
approve or otherwise take, or refrain from taking, any action that may
facilitate or result in the following acticns, without the prior written
consent of NUI:

(i) amend its Certificates or Articles of Incorporaticn, bylaws,
partnership or joint venture agreements or other organizational
documents;

(11) authorize for 1ssuance or issue, sell or delaiver {(whether
through the i1ssuance or granting of options, warrants, commitments,
subscraptions, rights to purchase or otherwise) any stock of any class
or any other securities or interests, except as required by the terms
of any Virginia Gas Benefit Plan existing on the date hereof, or any
options, warrants, rights or other securities outstanding as of the
date hereof and disclosed pursuant to this Agreement;

(i11) split, combine or reclassify any shares of 1ts capital stock
or declare, set aside or pay any davidend cr other distribution
(whether 1n cash, stock or property or any combination thereof) in
respect of 1ts capital stock, or redeem or otherwise acquire any of its
securities or any securities of the Virginia Gas Subsidiaries or the
Virginia Gas Partnerships;

{iv) {A) 1ncur or assume any Funded Debt (as defined below) not
currently cutstanding, (B) assume, guarantee, endocrse or otherwise
become liable or responsible for the obligations c¢f any person except
Virginia Gas or a Virginia Gas Subsidiary {(other than a Virginia Gas
Affiliate), (C) make any loans, advances or capital contributions to,
or investments in, any other person, (D} enter intc any Contract, or
alter, amend, modify or exercise any option under any existing
Contract, other than i1n the ordinary course of business or in
connection with the transactions contemplated by this Agreement, (E}
authorize any single capital expenditure which is in excess of $50,000
or capital expenditures which are, 1in the aggregate, in excess of
$75,000, other than capital expenditures pursuant to Contracts entered
into prior to the date hereof and reflected in Virginia Gas' fiscal
2000 capital budget furnished to NUI prier to the date hereof or (F)
1ncur or permit to exist any mortgage, lien, encumbrance, charge,
claim, restricticn, pledge, security interest or imposition affecting
any of 1ts assets, except as disclosed on Exhibit 5.9 attached hereto;

(v) adopt or amend (except as may be required by Law or as provided
in this Agreement) any bonus, profit sharing, compensation, severance,
termination, stock option, stock appreciation raight,
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restricted stock, pension, retirement, deferred compensation,
employment, severance or other employee benefit agreements, trusts,
plans, funds or other arrangements for the benefit or welfare of any
directeor, cfficer or employee, or (except for normal increases in the
ordinary course of business that are consistent with past practices and
that, in the aggregate, do not result i1n a material increase in benefits
or compensation expense) increase in any manner the compensation or
fringe benefits of any director, officer or employee or pay any benefit
not required by any existing plan or arrangement (including, without
limitation, the granting of stock options, stock appreciation rights,
shares of restricted stock or performance units) or enter into any
Contract, agreement, commitment or arrangement to do any of the
foregoing;

(vi) acquire, sell, lease or dispose of any material assets outside
the ordinary course of business;

{vii1) take any action other than in the ordinary course of business
and 1n a manner cecnsistent with past practice with respect to accounting

pelicies or practices;

(viii} make any Tax election or settle or compromise any federal,
state, local or foreign income Tax liability inveolving, in the
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aggregate, an amount 1in excess of $79,000;

(ix) except for the payment of professicnal fees, pay, discharge or
satisfy any material claims, liabilities or obligaticns (absolute,
accrued or unasserted, contingent or otherwise), other than the payment,
discharge or satisfaction in the ordinary course of business of
liabilaties reflected or reserved against in Virginia Gas' audited
consolidated balance sheets as of December 31, 1992, or incurred ain the
ordinary course of business since the date thereof;

(x) hold any meeting of 1ts stockholders except to the extent
required by the reguest of the stockholders entitled to call a meeting
under the Virginia Gas bylaws or the DGCL;

(x1) take any action that would or 1s reascnably likely to result in
any of the conditions set forth in Article VII not being satisfied as of

the Closing Date;

{x1i) make any filing with any Governmental Authority to materially
change rates on file;

(x111} voluntarily engage i1n any activities which could be reasonably
expected to cause a change i1n Virgania Gas' status under PUHCA; or

(x1v) agree 1in writing or otherwise to take any cof the foregoing

actions.
For purpcses of this Section, "Funded Debt" shall mean, without
duplication, (1) all indebtedness for borrowed money or which has been

incurred in connection with the acquisition cf assets, (ii) all rentals
payable under capitalized leases, and (ii1i) all guaranties of Funded Debt of
others.

(b) Except as otherwise expressly provided in this Agreement, prior to
the Effective Time, NUI will not, without the prior written consent of
Virginia Gas, take any action that would or 1s reasonably likely to result
in any of the conditions set forth in Article VII not being satisfied as of
the Cleosing Date.

(c) NUI and Virginia Gas agree that, during the period from the date of
this Agreement to the Effective Time: (i) they will cause representatives
of their respective companies to meet in person or telephonically, no less
fregquently than every two weeks, to discuss the operations and business
prospects of their companies; and (ii) Virginia Gas will promptly advise
NUI of the occurrence of any Material Adverse Effect with respect to the
Virginia Gas Companies, and NUI will promptly advise Virgimia Gas of the
occurrence of any Material Adverse Effect with respect toe the NUI
Companies.

Section 6.2. No Solicitation.

(a) Prior to the Effective Time, Virginia Gas agrees that neither it nor
any of the Virginia Gas Subsidiaries (other than the Virginia Gas
Affiliates) or any of their respective directors, officers, employees,
agents or representatives will, directly or indirectly, (i) solicit,
1nitiate, facilitate or encourage (including by way of furnishing or
disclosing non—-public information) any inquiries or the making of any
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proposal with respect to any merger, consclidation or other business
combination involving Virginia Gas or any Varginia Gas Subsidiary, or the
acquisition of all or any significant part of the assets or capital stock
of Virginia Gas or any Virginia Gas Subsidiary (an "Acquisition
Transaction") or (11) negotiate, explore or otherwise engage in discussions
with any individual, partnership, corporaticn, business trust, limited
liability company, limited liability partnership, joint stock company,
trust, unincorporated association, joint venture or other entity (each, a
"Person") (other than NUI and its representatives) with respect to any
Acquisition Transaction, or which may reasonably be expected to lead to a
proposal for an Acquisition Transaction, or enter into any agreement,
arrangement or understanding with respect to any such Acquisition
Transaction; provided, however, that Virginia Gas may, in response to an
unsoclicited written proposal from a third party regarding a Superior
Proposal (as hereinafter defined), furnish information to and engage in
discussions and negotiations with such third party, but only 1f the Board
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of Directors of Virginia Gas determines in good faith, after consultation
with 1ts financial advisors and based upon the advice (in the form of a
written reasconed opinion) of outside independent counsel, that failing to
take such action would result in a breach cf the fiduciary duties of such
Board of Directors under applicable Law; and provided, further, that with
respect to the Virginia Gas Affiliates, Virginia Gas wi1ll not approve or
otherwise take, or refrain from taking, any action in 1ts capacity as a
stockholder that would permit a Virginia Gas Affiliate to take any action
that the Virginia Gas Subsidiaries are prohibited from taking pursuant to
the foregeing. It is understood and agreed, without limitation of Virginia
Gas' obligaticons, that any violation of this Section 6.2 by any director,
officer, investment banker, financial advisor, attorney or other advisor or
representative of Virginia Gas, whether or not such Person is purporting to
act on behalf of Virginia Gas, or otherwise, shall be deemed to be a breach
of this Section 6.2 by Varginia Gas.

{b) Virginia Gas agrees that 1t and the Virginmia Gas Subsidiaries (other
than the Virginia Gas Affiliates}, and their respective directors,
officers, employees, agents and representatives, shall immediately cease
and cause to be terminated any existing activities, discussioens or
negotiations with any Perseon ({(other than NUI and its representatives)
conducted heretofore with respect to any Acquisition Transaction. Virginia
Gas agrees to promptly advise NUI in writing of the existence of (y) any
1inquiriles or proposals (or desire to make a proposal} received by (or
indicated to), any such information reqguested from, or any negotiations or
discussions scught to be 1nitiated or continued with, Virginia Gas and the
Virginia Gas Subsidiaries, or any of their respective directors, officers,
employees, agents or representatives, in each case from a Person (other
than NUI and its representatives) with respect to an Acquisition
Transaction, and (z) the terms thereof, 1including the identity of such
third party and the terms of any financing arrangement or commitment zan
connection with such Acguisition Transaction, and to update on an ongoing
basis or upon NUI's reasonable request, the status thereof. As used herean,
"Superior Proposal™ means a bona fide, written and unsolicited proposal or
offer made by any Perscn (or group) (other than NUI) with respect to an
Acquisition Transaction on terms which, as determined by the Board of
Directors of Virginia Gas in good faith and in the exercise of reasonable
judgment ({based on the written advice of independent financial advisors},
1s at a higher price and more favorable to Virginia Gas and its
stockholders than the transactions contemplated hereby.
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Section 6.3. The Registration Statement; Listing.

(a) Virginia Gas and NUI shall, as soon as practicable following the
execution of this Agreement, file with the SEC a draft of the Joint Proxy
Statement/Prospectus {1n a form mutually agreeable to Virginia Gas and NUI)
as preliminary proxy materials under the Exchange Act. Virginia Gas and NUI
shall cooperate to respond promptly to any comments made by the SEC with
respect thereto.

{b) Upon resclution of any SEC comments with respect to the draft Joint
Proxy Statement/Prospectus, or at such other time as may be mutually
determined by the parties hereto, NUI shall file the Registration Statement
{including the then-current draft of the Joint Proxy Statement/Prospectus)
with the SEC, and shall:

{1) after consultation with Virginia Gas, respond promptly to any
comments made by the SEC with respect thereto; provided, however, that
NUI will not file any amendment or supplement to the Registration
Statement without first furnishing to Virginia Gas a copy thereof for
1ts review and will not file any such proposed amendment or supplement
to which Virginia Gas reasonably and promptly objects;

(ii) use 1ts best efforts to cause the Registration Statement to
become effective under the Securities Act as soon as practicable, and
Virginia Gas shall cause the Joint Proxy Statement/Prospectus to be
mailed to its stockholders at the earliest practicable time after
effectiveness of the Registration Statement;

{11i) to the extent required by applicable Law, cause the
registration or qualification cof the NUI Common Stock to be issued upon
conversion of shares of Virginia Gas Common Stock in accordance with
this Agreement under the state securities or "Blue Sky" laws of each
state of residence of a record holder of Virginia Gas Common Stock as
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reflected 1n 1ts steock transfer ledger;

{1v}) promptly advise Virginia Gas (A) when the Registration
Statement becomes effective, (B} when, prior to the Effective Time, any
amendment to the Registration Statement shall be filed or become
effectave, (C) of the 1ssuance 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 NUI of any notification with respect to the suspension of the
registration or qualification of NUI Common Stock for sale in any
jurisdiction or the institution or threatening of any proceeding for
that purpose;

(v} use its best efforts to prevent the issuance of any such stop
order and, 1f issued, to obtain as soon as possible the withdrawal
thereof; and

(vi) use its best efforts to cause the shares of NUI Common Stock to
be issued upon conversiocn of shares of Virginia Gas Common Stock 1n
accordance wilth this Agreement to be listed for trading on the NYSE
upon official notice of issuance.

1f, at any time when the Joint Proxy Statement/Prospectus 1s 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, not
misleading, or 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 NUI will cooperate to permit NUI promptly tc prepare and
file with the SEC, subject 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 c¢f this Agreement and the Effective Time, Virginia
Gas will (1) give to NUI and its authorized representatives reasonable
access during nermal business hours teo all plants, offices,
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warehouses and other facilities and to all 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 NUI Lo make such
inspections as it may reasonably request and (iii) cause its officers and
those of the Virginia Gas Subsidiaries (other than the Virginia Gas
Affiliates) to furnish such financial and operating data and other
information i1n 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, the Confidential:ity
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 hereof.

{(c) The Virginia Gas Companies shall provide to NUI and 1ts agents
access to all real property to which any Virginia Gas Company has, or has
the right to obtain, access for the purpose of conducting Phase I
environmental assessments. If the results of any Phase I environmental site
assessment relating to a location set forth on Exhibit 6.4 attached hereto
reascnably indicates that a Phase II environmental site assessment is
prudent under the circumstances, Virginia Gas shall provide tc NUI and 1its
agents access to conduct such Phase II environmental site assessment. If
the results of any Phase I environmental site assessment relating to a
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leccation other than a location set forth on Exhabit 6.4 attached hereto
reasonably i1ndicates that a Phase II environmental site assessment is
prudent under the circumstances, NUI may request that Virginia Gas provide
to NUI and 1ts agents access to conduct such Phase 1II environmental site
assessment. Subject to the previsions of Sectaon 8.1(d){iv) hereof,
Virginia Gas may grant or deny such access in 1ts sole discretaion.

Section 6.5. Best Efforts. Subject to the terms and conditions herein
provided and subject to fiducirary obligations under applicable Law as advised
by counsel, each of the parties hereto agrees to use its best efforts to take,
or cause to be taken, all action, and to do, or cause to be done, all things
necessary, proper and advisable under applicable lLaw, to consummate and make
effective the transactions contemplated by this Agreement. In case at any time
after the Effective Time any further action 1s necessary or desirable to carry
out the purposes of this Agreement, the proper cfficers and directors of each
party to this Agreement shall take all such necessary action. NUI and Virginia
Gas will execute any additional instruments necessary tc consummate the
transactions contemplated hereby.

Section 6.6. Consents. Virginia Gas and NUI each will use 1ts best efforts
to obtain consents of, and make all reguired filings with, all third parties
and Governmental Authorities necessary te¢ the consummation of the transactions
contemplated by this Agreement, including, without limitation, all consents
required with respect to the HSR Act and the approval of the VSCC.

Section 6.7. Public Announcements. The parties hereto have agreed upon the
text of a joint press release announcing, among other things, the execution of
this Agreement, which joint press release shall be disseminated promptly
following the execution herecof., Virginia Gas and NUI will consult with each
other before i1ssuing any additional press release or otherwise making any
additional public statement with respect to this Agreement, the Merger or the
transactions contemplated herein and shall not issue any such press release or
make any such public statement prior te such consultation or as to which the
other party promptly and reascnably objects, except as may be required by Law
in the written reasoned opanion of such party's counsel or by obligations
pursuant to any listing agreement with any national securities exchange or
inter—dealer gquotation system, 1in which case the party proposing to issue such
press release or make such public announcement shall use its best efforts to
consult i1n good faith with the other party before issuing any such press
release or making any such public announcements.
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Section 6.8. Affiliates. Virginia Gas shall use 1ts best efforts to cause
each principal executive cfficer, each director and each other person who may
be deemed to be an "affiliate," for purposes of Rule 145 under the Securities
Act, of Virginia Gas to deliver to NUI at or prior to the Effective Time a
written agreement (substantially in the form of Exhibit 6.8 attached hereto) to
the effect that such person will not offer to sell, sell or otherwise dispose
of any shares of NUI Common Stock 1ssued in the Merger, except, in each case,
pursuant to an effective registration statement or in compliance with Rule 145,
as amended from time to time, or in a transacticn which, in the opinion of
legal counsel satisfactory to NUI, is exempt from the registration requirements
of the Securities Act.

Section 6.9. Intentiocnally Omitted.

Section 6.10. Letter of Virginia Gas' Accountants. Virginia Gas shall use
1ts best efforts to cause to be delivered to NUI two letters from Arthur
Anderson, LLP, one dated a date within two business days before the date on
which the Registration Statement shall become effective and one dated the
Closing Date, in form and substance reasonably satisfactory te NUI and Virginia
Gas and customary in scope and substance for agreed-upon procedures letters
delivered by independent accountants in connection with registration statements
similar to the Registration Statement.

Section 6.11. Letter of NUI's Accountants. NUI shall use 1ts best efforts to
cause to be delavered to Virginia Gas two letters from Arthur Andersen, LLP,
one dated a date within two business days before the date on which the
Registration Statement shall become effective and one dated the Clecsing Date,
1n form and substance reasonably satisfactory to Virginia Gas and NUI and
customary 1n scope and substance for agreed-upon procedures letters delivered
by independent accountants in connection with registration statements similar
to the Registration Statement.

Section 6.12. Opiniens of Financial Advisors. Virginia Gas shall use its
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best efforts to cause CIBC to provide 1ts opinion, as of a date no earlier than
three business days prior to the date that the Joint Proxy Statement/Prospectus
is mailed to stockholders of Virginia Gas, as to the fairness of the exchange
ratio contemplated in this Agreement to the stockholders of Virginia Gas from a
financial point of view, as contemplated by this Agreement, and shall include
such updated cpinion 1n the Joint Proxy Statement/Prospectus.

Section 6.13, Indemnification; Insurance.

{a) Except as may be limited by applicable Law, from the Effective Time
and for a period of six years thereafter, NUI shall cause Virginia Gas to
maintain all rights of indemnification existing in favor of the directors
and officers of Virginia Gas on terms no less favorable than those provided
1n the Amended and Restated Certificate of Incorporation and Bylaws of
Virginia Gas on the date of this Agreement with respect to matters
occurring prior to the Effective Time.

(b} NUI shall cause to be maintained in effect for six years from the
Effective Time the current polacies for directors' and officers' liability
insurance maintained by Virginia Gas (provided that NUI may substitute
therefor policies of at least the same coverage containing terms and
conditions that are not materially less advantageous) with respect to
matters occurring prior to the Effective Time, to the extent such insurance
1s availlable to NUI in the market.

Section ©€.14. PUHCA and the Natural Gas Act.

{a} None of the parties hereto shall, nor shall any party permit any of
1ts Subsidiaries tec, without the other party’s consent, which consent shall
not be unreasonably withheld, conditioned or delayed, engage 1in any
activities that would (1) cause a change in 1ts status or that of its
Subsidiaries under PUHCA, including, without limitation, the registration
by either party under PUHCA or (11} result in jurisdiction by FERC over the
Merger.

{b) None of the parties hereto shall, nor shall any party permit any of
1ts Subsidiaries to, without the other party's consent, which consent shall
not be unreasonably withheld, conditioned or delayed, fail to
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take such actions that are necessary to (1) preserve existing exemptions
from regastration under PUHCA or (1i) allow the Merger to proceed without a
requirement for approval by FERC.

Section 6.15. Interim Financing.

Attached hereto as Exhibit €.15 is a term sheet setting forth the
principal terms of certain financing to be provided to Virginia Gas by NUI
Capital Corp., a wholly-owned subsidiary of NUI. Virginia Gas and NUI agree
{and NUI agrees to cause NUI Capital Corp.) to work diligently and in good
faith to complete the financing described in Exhibit 6.15 i1n accordance
with the terms thereof.

Section 6.16. Amendment of Agreement in Certain Circumstances.

In the event that the transactions contemplated by the Registration
Statement on Form S-4 filed by NUI Holding Company on February 9, 2000
(Registration No. 333-30092), have been consummated prior tc the Effectave
Time, the parties hereto agree to (1) enter into an amendment to this
Agreement, or to amend and restate this Agreement in its entirety, to
provide for the substitution of NUI Holding Company for NUI herein, and to
amend any other provisions herein that may be required in order to give
full effect to the transactions contemplated herein; and (ii) at the
electicn of NUI, to enter into an amendment to this Agreement, or to amend
and restate this Agreement i1n its entirety, to provide for the merger of
Virginia Gas with and into Merger Subsidiary with Merger Subsidiary being
the surviving corporation in the Merger.

ARTICLE VII
CONDITIONS PRECEDENT TO CONSUMMATION OF THE MERGER

Secticn 7.1. Conditions Precedent to Each Party's Obligation to Effect the
Merger.
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The respective obligation of each party to consummate the Merger 1s subject
to the satisfaction at or prior to the Effective Time of the following
conditions precedent:

{a) the transactions contemplated i1in this Agreement shall have been
adopted by the affirmative vote of the stockholders of Virginia Gas by the
reguisite vote 1n accordance with the DGCL;

(b) no order, decree or injunction shall have been enacted, entered,
promulgated or enforced by any United States court of competent
jurisdiction or any Governmental Authority which prohibits the consummation
of the Merger; provided, however, that the parties heretc shall use their
best efiorts to have any such order, decree or injunction vacated or
reversed;

(c) the Registration Statement shall have become effective in accordance
with the provisions of the Securities Act, and no stop corder suspending
such effectiveness shall have been 1ssued and remain in effect;

{d) (i) any waiting period applicable to the Merger under the HSR Act
shall have terminated or expired, ({11} all applicable reqguirements of the
Exchange Act shall have been satisfied, (iii) all NUI Required Consents and
Virginia Gas Required Cecnsents shall have been made or obtained (as the
case may be) and become final and (1iv) any applicable filings under state
securities, "Blue Sky" or takeover laws shall have been made;

(e) the receipt by the parties heretc, based on customary assumptions
and on representations set forth in certificates of officers of NUI and
Virginia Gas, of the opinion of Hunton & Williams addressed to the board of
directors of NUI and the board of directors of Virginia Gas (dated the date
of the Effective Tame) to the effect that, for United States federal inccme

tax purpecses, (1) the Merger will constitute a "reorganization” under
Section 36B(a} of the Code, (ii} no gain or loss will be recognized by NUI,
Merger Subsidiary or Virginia Gas upon consummation of the Merger, {11i) nec

gain or loss will be recognized by stockholders of Virginia Gas upon the
exchange of shares of Virgin:ia Gas Common Stock solely for shares of NUI
Common Stock (including any fractional share interest) in the Merger, (av)
the
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aggregate basis of shares of NUI Common Stock {including any fractioconal
share interest) received by a Virginia Gas stockholder in the Merger will
be the same as the aggregate basis of the shares of Virginia Gas Common
Stock exchanged therefor, {v) the holding period for shares of NUI Common
Stock {including any fractional share interesi) received by a Virginia Gas
stockholder ain the Merger will include the holding period for the shares of
Virginia Gas Common Stock exchanged therefor, 1f such shares of Virginia
Gas Common Stock are held as a capital asset at the Effective Time and ({vi)
cash received in lieu of a fractional share of NUI Common Stock will be
treated as havang been received as full payment in exchange for such
fractional share; and

(f) the shares of NUI Common Stock reguired to be i1ssued hereunder shall
have been listed for trading on the NYSE subject to official notice of
lssuance.

Section 7.2. Conditions Precedent te Obligations of Virginia Gas. The
obligaticns of Virginia Gas to consummate the Merger are subject to the
satisfaction or waiver at or prior to the Effective Time of the following
conditions precedent:

(a) there shall have occurred no material adverse change in the
business, financial condition or results of operations of the NUI
Companies, taken as a whole, from the date hereof to the Effective Time;

(k) the representations and warranties of NUI contained in Artacle 1V
shall be true and correct in all respects (as to representaticons and
warranties gualified or limited by the term "Material Adverse Effect," the
word "material," or phrases of like import), and in all material respects
{as to representations and warranties not so qualified or limited) when
made and at and as of the Effective Time with the same force and effect as
1f those representations and warranties had been made at and as of such
time except (1) to the extent such representations and warranties speak as
of a specified earlier date, and (ii) as otherwise contemplated or
permitted by this Agreement;
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{c) NUI shall, 1n all material respects, have performed all ocbligations
and complied with all covenants necessary to be performed or complied with
by 1t under this Agreement on or before the Effective Time;

(d) Virginia Gas shall have received a certificate of the President and
Chief Executive Officer or Senior Vice President and Chief Operating
Officer of NUI, in form satisfactory to counsel for Virginia Gas,
certifying fulfillment of the matters referred to 1in paragraphs ((a})
through ((c}) of this Section 7.2;

{e) Virginia Gas shall have received a satisfactory opinion from CIBC
pursuant to Section 6.12 as to the fairness of the exchange ratio
contemplated in this Agreement, from a financial point of view, to the
stockholders of Virginia Gas;

(f) all proceedings, corporate or other, to be taken by NUI in
connection with the transactions contemplated by this Agreement, and all
documents incident thereto, shall be reasonably satisfactory in form and
substance to Virginia Gas and counsel for Virginia Gas, and NUI shall have
made available to Virginia Gas for examination the originals or true and
correct copies of all documents that Virginia Gas may reasonably request 1in
connection with the transactions contemplated by this Agreement; and

(g) Virginia Gas shall have received each of the accountants' letters
contemplated by Section 6.11 hereof to be received by at.

Section 7.3. Conditions Precedent to Obligations of NUI. The obligations of
NUl to consummate the Merger are subject to the satisfaction or waiver at or
prior to the Effective Time of the following conditions precedent:

(a) there shall have occurred no material adverse change in the
business, financial condition or results of operations of the Virginia Gas
Companies, taken as a whole, from the date hereof to the Effective Time;

{b) the representations and warranties of Virginia Gas contained in
Article V shall be true and correct in all respects (as to representations
and warranties qualified or limited by the term "Material Adverse
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Effect,” the word “material," or phrases of like import}, and in all
material respects (as to representations and warranties not so gualified or
limited) when made and at and as of the Effective Time with the same force
and effect as 1f those representations and warranties had been made at and
as of such time except (i) to the extent such representations and
warranties speak as of a specified earlier date, and (ii} as otherwise
contemplated or permitted by this Agreement;

{¢) Virginia Gas shall, in all material respects, have performed all
obligations and complied with all covenants necessary to be performed or
complied with by 1t on or before the Effective Taime;

{d) NUl shall have received a certificate of the President and Chief
Executive Officer or Vice President and Chief Financial Officer of Virginia
Gas, in form satisfactory to counsel for NUI, certifying fulfillment of the
matters referred to 1n paragraphs ((a)) through ((c)) of this Section 7.3;

(e} The Edwards Agreement shall be an full force and effect in
accordance with its terms and shall not have been amended, modified,
repudiated or rejected;

(f) all proceedings, corporate or other, to be taken by Virginia Gas in
connection with the transactions contemplated by this Agreement, and all
documents i1ncident thereto, shall be reasonably satisfactory in form and
substance to NUI and NUI's counsel, and Virginia Gas shall have made
available to NUI for examination the originals or true and correct copies
of all documents that NUI may reasonably request in connection with the
transactions contemplated by this Agreement;

{g) NUI shall have received from each perscn specified in Section 6.8
hereof the written agreement referred to in such Section 6.8;

{h) NUI shall have recelved each of the accountants' letters
contemplated by Section 6.10 hereof to be received by 1t; !

http://ccbn tenkwizard.com/print. php?repo=tenk&ipage=1221033&attach=ON&doc=1 5/16/2002



10k Wizard: SEC Filings Page 103 of 134

(1) No event shall have occurred that would, with or without the passage
cf time or compliance with any applicable notice requirements or both
constitute a default under or give rise to a right of termination with
respect to (i) the Firm Pipeline Service Agreement, dated as of February 5,
1999, by and between Virginia Gas Pipeline Company and Roanoke Gas Company
and (11) the Firm Pipeline Service Agreement, dated as of Apral 17, 1997,
by and between Virginia Gas Pipeline Company and United Cities Gas Company
{collectively, the "Pipeline Company Contracts"™), and the Pipeline Company
Contracts shall be i1n full force and effect in accordance with their terms;

(1) The Saltville Purchase Agreement shall be 1n full force and effect
and shall not have been amended, modified, repudiated or rejected;
provided, however, that the transactions contemplated by the Saltville
Purchase Agreement may have been consummated prior to the Effective Time 1in
accordance with the terms thereof; and

(k) No Virginia Gas Affiliate or Virginia Gas Partnership shall have
taken any of the actions described in Section 6.1 hereof which actions,
considered 1n the aggregate, could reasonably be expected to have a
Material Adverse Effect on the Virginia Gas Companies.

ARTICLE VIII
TERMINATION; AMENDMENT; WAIVER

Section 8.1. Termination. This Agreement may be terminated and the Merger
contemplated hereby may be abandoned at any time notwithstanding adoption
thereof by the stockholders of Virginia Gas, but prior to the Effective Time:

la) by mutual written consent of Virginia Gas and NUI;

(b) by Virginia Gas or NUI, if the Effective Time shall not have
occurred on or before December 31, 2000; provided, however, that if all
conditions provided in Article VII herecf, other than one or more of the
conditions provided in Section 7.1((d)) hereof, have been satisfied or
waived, and diligent efforts are
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being undertaken to satisfy such conditions, then the references to
December 31, 2000, 2n this Section 8.1((b)} shall be deemed to be the date
that is 12 months from the date of this Agreement {provided that the right
to terminate this Agreement under this Section 8.1{{(b)) shall not be
available to any party whose failure to fulfill any obligation under thas
Agreement has been the cause of or has resulted in the failure of the
Effective Time to occur on or before such date);

{(c) by Virginia Gas 1f there has been a material breach by NUI of any
representation, warranty, covenant or agreement set forth in thas
Agreement, which breach has not been cured within ten business days
following receipt by NUI of notice of such breach:

{d) by NUI if (1) the transactions contemplated i1n this Agreement shall
have pbeen voted on by holders of Virginia Gas Common Stock at a meeting
duly convened therefor, and the votes shall nct have been sufficient to
satisfy the condition set forth in Section 7.1((a)) hereof, (ii) there has
been a material breach by Virginia Gas of any representation, warranty,
covenant or agreement set forth in this Agreement, which breach has not
been cured within ten business days following receipt by Virginia Gas of
notice of such breach, (ii1i) the Board of Directors of Virginia Gas should
fail to recommend to 1ts stockholders adoption of the transactions
contemplated by this Agreement or such recommendation shall have been made
and subsequently withdrawn, amended or modified in any manner adverse to
NUI, (iv) Virginia Gas elects not to provide to NUI and its agents access
to conduct a Phase I1 environmental site assessment at a location other
than those set forth i1n Exhibit 6.4 attached hereto following a request by
NUI for such access pursuant to Section 6.4 hereof, or (v) the Average NUI
Price 1s less than $19.00 and NUI provides written notice of termination to
Virginia Gas prior to the close of business on the second trading day
following the Determination Date;

(e} by Virginia Gas, if (1) it, based on the advice of outside legal
counsel to Virginia Gas that such action 1s necessary in order for the
Board of Directors of Virgania Gas to comply with 1ts fiduciary duties
under applicable lLaw, subject to complying with the terms of thas
Agreement, enters into a binding written agreement concerning a transaction

http://ccbn.tenkwizard. com/print. php?repo=tenk&ipage=1221033&attach=ON&doc=1 5/16/2002



10k Wizard: SEC Filings Page 104 of 134

that constitutes a Superior Proposal and Virginia Gas notifies NUI in
writing that 1t intends toc enter into such an agreement, attaching the most
current version of such agreement to such notice, (2) NUI does not make,
within two business days of receipt of Virginia Gas' written notification
of its 1ntention to enter 1nto a binding agreement for a Superior Proposal,
an offer to enter into an amendment to this Agreement such that the Board
of Directors of Virginia Gas determines, in good faith after consultation
with its financial advisors, that this Agreement as so amended is at least
as favorable, from a financial point of view, to the stockholders of
Virginia Gas as the Superior Proposal and (3) Virginia Gas prior to such
termination pays to NUI in i1mmediately available funds any fees required to
be paid pursuant to Section 8.3 herecf. Virginia Gas agrees [A} that 1t
wi1ll not enter 1nto a binding agreement referred to in clause (1) above
until at least the third business day after 1t has provided the notice to
NUI required thereky and (B) to notify NUI promptly 1£f 1ts intention to
enter into a written agreement referred to in its notification shall change
at any time after giving such notification;

{f) by Virginia Gas or NUI, if any court of competent jurisdiction in
the United States or other United States Governmental Authority shall have
issued an corder, decree or ruling or taken any other action restraining,
enjoining or otherwise prohibitaing the Merger and such order, decree,
ruling or other action shall have become final and ncnappealable; or

(g) by Virginia Gas in the event the financing arrangements contemplated
by Section 6.15 hereof (i) in the case of the Initial Financing (as defined
1n Exhibait 6.15) 1s not consummated within 30 days after the date hereof or
(321} the Bridge Financing (as defined in Exhibit 6.15) is not consummated
within 90 days after the date hereof (provided that, in each such case, the
right to terminate this Agreement under this Section 8.1(g) shall not be
available to Virginia Gas 1f an action or failure to act on the part of
Virginia Gas has been the cause of or has resulted in the failure of such
financing to be consummated).

Section B8.2. Effect of Termination. If this Agreement 1s terminated under
Section B.1 hereof and the Merger is not consummated, this Agreement shall
forthwith become void and have no effect, without any liability on the part of
either party or 1ts directors, officers or stockholders, other than the
provisions of Section 6.4((b)), this Secticn 8.2, Section 8.3 and Section 9.8.
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Section 8.3. Termination Fee.

fa) If this Agreement 1s terminated (i) by NUI pursuant to Section
8.1({(b)) hereof, and the failure of the Effective Time to occur has been
caused by or is attributable to any failure by Virginia Gas to fulfill any
of its obligations under this Agreement, (ii) by NUI pursuant to Section
8.1({(d)) (1) through {iii) hereof or (1ii) by Virginia Gas pursuant to
Section 8.1((e)) hereof, and, in the case of any of the foregoing, if
Virginia Gas is not entitled to terminate this Agreement by reason of
Section 8.1((c)) hereof, then Virginia Gas shall promptly {and in any event
within five days of receipt by Virginia Gas of written notice from NUI) pay
to NUI (by wire transfer of immediately available funds to an account
designated by NUI) an amount eqgual to all documented out of pocket expenses
and fees incurred by NUI 1n connection with the transactions contemplated
by this Agreement (such expenses to be referred to herein as the "Out of
Pocket Expenses," and to include fees and expenses payable to all legal,
financial, accounting, public relations and other professional advisors)
and a termination fee in an amount equal to (i) $2.5 million, plus (i1) an
amount equal to the product ¢f the amount of additional ocutstanding debt
incurred by the Virginia Gas Companies following the date of this Agreement
times .04. If this Agreement 1s terminated by NUI pursuant toc Section
8.1(d) (iv) hereof, and 1f Virginia Gas 1s not entitled to terminate this
Agreement by reason of Section 8.1{(c}! hereof, then Virginia Gas shall
promptly (and in any event within five days of receipt by Virginia Gas of
written notice from NUI) pay to NUl (by wire transfer of immediately
available funds to an acccunt designated by NUI) an amount equal to NUI's
Qut-of-Pocket Expenses.

(b) If this Agreement is terminated by Virginia Gas (1) pursuant to
Section 8.1((b)) hereof, and the failure of the Effective Time tc occur has
been caused by or i1s attributable to any failure by NUI to fulfill any of
i1ts obligations under this Agreement or (ii) pursuant to Section B.1((c})
hereof and, in the case of any of the foregoing, if NUI is not otherwise
entitled to terminate this Agreement, then NUI shall promptly (and in any
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event within five days of receipt by NUI of written notice from Virgania
Gas) pay to Virginia Gas (by wire transfer of immediately available funds
to an account designated by Virginia Gas) an amount equal to the Out of
Pocket Expenses of Virginia Gas and a termination fee 1n an amount equal to
$2.5 millaion.

{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 the 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 i1n the
event this Agreement is terminated pursuant to Secticn 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 2531(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 toc 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 1n 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
MISCELLANEQUS

Section 9.1. Entire Agreement; Assignment. This Agreement {a) constitutes
the entire agreement between the parties with respect to the subject matter
herecf and supersedes, except as set forth in Section 6.4((b)} hereof, all
other prior agreements and understandings, both written and oral, between the
parties or any

A-34

of them with respect to the subject matter hereof, and (b} subject toc the
provisions of Section 6.16(a) herecf, shall not be assigned by operation cf law
or otherwise.

Section 9.2. Notices. All notices, requests, claims, demands and other
communications hereunder shall be in wrating and shall be given (and shall be
deemed to have been duly given upcn receipt) by delivery in person, by cable,
telecopy, telegram or telex, or by registered or certified mail (postage
prepaild, return receipt reguested) to the respective parties as fcllows:

if to NUI or Merger Subsidiary:

NUI Corporation

550 Route 202-~206

P.0. Box 760

Bedminster, New Jersey 07921-0760
Attention: James R. Van Horn, Esqg.
Facsimile: (908) 781-0718

with a copy to:

Hunton & Williams

Riverfront Plaza, East Tower

951 East Byrd Street

Richmond, Virginia 23219-4074
Attention: Gary E. Thompson, Esg.
Facsimile: (804) 788-8218

1f to Vairginia Gas:

Virginia Gas Company
200 East Main Street

http://ccbn.tenkwizard.com/print.php?repo=tenk&ipage=1221033&attach=0ON&doc=1

Page 105 of 134

5/16/2002



10k Wizard: SEC Filings

Abingdon, Virginia 24210
Attention: Mr. Michael L. Edwards
Facsimile: (540) ©19-5254

with a copy to:

Penn, Stuart & Eskridge

P. O. Box 2288

208 East Main Street

Abingdon, Virginia 24210

Attention: Elizabeth A. McClanahan, Esqg.
Facsimile: (540} 628-4918

or to such other address as the person to whom notice is given may have
previously furnished to the others in writing ain the manner set forth above.

Section 9.3. Governing Law. This Agreement shall be governed by and
construed 1n accordance with the laws of the State of Delaware regardless of
the laws that might otherwise govern under applicable principles of conflicts
of laws thereof. The parties hereto specifically authorize any action, suit or
proceeding to be instituted and prosecuted in any state or federal court
located in Delaware. The parties hereto, whether or not Delaware residents,
hereby waive any plea or claim of lack of personal jurisdiction or improper
venue in any such action brought to enforce this Agreement.

Section 9.4. Descriptive Headings. The descriptive headings herein are
inserted for convenience of reference only and are not 1ntended to be part of
or to affect the meaning or interpretation of this Agreement.

Section 9.5. Parties in Interest. This Agreement shall be binding upon and
1nure solely to the benefit of each party hereto, and, except for the rights of
persons entitled te the indemnification and insurance benefits
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pursuant to Section 6.13 hereof, nothing in this Agreement, express or implied,
is intended tc or shall confer upon any other Person any rights, benefits or
remedies of any nature whatsoever under or by reason of this Agreement.

Section 9.6. Counterparts. This Agreement may be executed in two or more
counterparts, each of which shall be deemed to be an original, but all of which
shall constitute one and the same agreement.

Section 9.7. Specific Performance. The parties heretc aqree that i1rreparable
damage would occur in the event any of the provisions of this Agreement were
not performed in accordance with the terms hereof and that the parties shall be
entitled to specific performance of the terms hereof,

Section 9.8. Fees and Expenses. All costs and expenses incurred in
connection with this Agreement and the transactions contemplated hereby shall
be paid by the party incurring such expenses, whether or not the Merger 1s
consummated, except that the expenses incurred in connection with printing and
mailing the Joint Proxy Statement/Prospectus and printing the Registration
Statement, and the filing fees related to the Registration Statement and the
HSR filing, shall be shared egually by NUI and Virginia Gas.

Section 9.9. Severability. If any term or other provision of this Agreement
is 1nvalid, 1llegal or incapable of being enforced by any rule of law or public
policy, all other conditicns and provisions of this Agreement shall
nevertheless remain 1n full force and effect so long as the economic or legal
substance of the transactions contemplated hereby is not affected in any manner
adverse to either party. Upon such determination that any term or other
provision 1s invalid, 1llegal or i1ncapable of being enforced, the parties
hereto shall negotiate in good faith to modify this Agreement so as to effect
the original intent of the parties as closely as possible in an acceptable
manner, to the end that the transactions contemplated hereby are fulfilled to
the extent possible.

[Remainder of page intentiocnally left blank]
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IN WITNESS WHEREOF, each of the parties hereto has caused this Agreement to
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be duly executed on its behalf by 1ts officer

of the day and year first above written.

NUI

By:

VGC

By:

thereunto duly authorized, all as

Corporation

/s/ A. Mark Abramovic

A. Mark Abramovic
Senior Vice President, Chief
Operating Officer and Chief

Financial Officer

Acguisition, INC.

/s/ A. Mark Abramovic

A. Mark Abramovic

Vice President and Chief Financial

Cfficer

VIRGINIA GAS COMPANY

By:

/s/ Michael L. Edwards

Michael L. Edwards
President and Chief Executive
Officer

[LETTERHEAD OF CIBC WORLD MARKETS CORP.]

June 13, 2000

Personal and Confidential

The Board of Directors
Virginia Gas Company
P. O. Box 24Q7
Abingdon, VA 24210

Ladies and Gentlemen:

You have asked CIBC World Markets Corp.

ANNEX B

("CIBC World Markets™) to render a

written opinion ("Fairness Opinion") to the Board cf Directors as to the
fairness to the shareholders of Virginia Gas Company {("Virginia Gas" or the

"Company"),

hereinafter defined)
as of June 13,

from a financial poant of view,

whelly owned subsidiary of NUI Corporation)

"Reorganization Agreement").
other thangs,

of the Exchange Ratioc (as
pursuant to the Agreement and Plan of Reorganization dated
2000 by and ameong NUI Corporation, VGC Acquisition, Inc. (a
and Virginia Gas (the

The Recrganization Agreement provides for, among
a transaction whereby VGC Acquisition, Inc. will be merged with

and into Virginia Gas (the "Merger"). Bach outstanding share of Virginia Gas

common stock will be converted into the right to receive shares of common stock
of NUI Corporation equal to the guotient of (1} $4.00 (four deollars) divided by
(1i) the average of the per share last sales price, regular way (as defined in
of NUI Corpcration Shares as reported on the New
York Stock Exchange composite transactions reporting system for the twenty (20}
{(and 1ncluding) the seventh trading day
(as defined 1n the Reorganization Agreement) (the

the Reorganization Agreement)

consecutive trading days ending on
prior to the Closing Date

"Exchange Ratio").

In arriving at our Fairness Opinion we:

{(a) reviewed the draft of the Recrganization Agreement;

(b) reviewed Virginia Gas'
years ended December 31,

March 31, 2000;

audited financial statements for the fiscal
19298 and 1999 and feor the three months ended

{¢) reviewed financial projections of Virginia Gas prepared by Virginia Gas
and 1ts management;
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(d) reviewed the historical market prices and trading volume for Vairginia
Gas commen stock;

{e) held discussions with senior management of Virginia Gas with respect to
the business and prospects for future growth of Virginia Gas;

(f) reviewed and analyzed certain publicly available financial data for
certain companies we deemed comparable to Virginia Gas;

{g) performed discounted cash flow analyses of Virginia Gas using certain
assumptions of future performance provided to us by the management of
Virgainia Gas:

(h) reviewed and analyzed certain publicly available financial information
for transactions that we deemed comparable to the Merger;

{1) reviewed public infermation concerning Virginia Gas; and

(3} performed such other analyses and reviewed such other information as we
deemed appropriate.

In rendering our Fairness Opinion we relied upon and assumed, without
independent verification or investigation, the accuracy and completeness of all
of the financial and other information provided to us by Virginia Gas and their
respective employees, representatives and affiliates. With respect to forecasts
of future financial condition and operating results of Virginia Gas provided to
us, we assumed at the direction of

Virginia Gas' management, without independent verification or investigataon,
that such forecasts were reasonably prepared on bases reflecting the best
available information, estimates and judgment of Virginia Gas and Virginia Gas®
respective management. At the direction of representataves of Virginia Gas, we
alsc assumed that the final terms of the Reorganization Agreement will not vary
materially from those set forth in the draft reviewed by us. We have neither
made nor obtained any independent evaluations or appraisals of the assets or
the liabilities of Virginia Gas or affiliated entities. We are not expressing
any opinion as to the underlying valuation, future performance or long term
viability of Virginia Gas following the Merger, or the price at which NUI
Corpeoration's commen stock will trade subsequent to the Merger., We have not
been asked to consider, and cur opinion does not address, the relative merits
of the Merger as compared to any alternative business strategies that might
exi1st for Virginia Gas or the effect of any other transaction in which Virgania
Gas might engage. Qur opinicn 15 necessarily based on the informaticn available
to us and general economic, financial and stock market conditions and
circumstances as they exist and can be evaluated by us on the date hereof. It
should be understood that, although subsequent developments may affect this
opinion, we do not have any obligaticn to update, revise cor reaffirm the
opinion.

As part of our investment banking business, we are regularly engaged 1in
valuations of businesses and securities in connection with acquisitions and
mergers, underwritings, secondary distributions of securiaties, private
placements and valuations for other purposes.

We acted as financial advisor to Virginia Gas in connection with the Merger
and to the Board of Directors of Virginia Gas in rendering this opinion and
will receive a fee for our services. CIBC World Markets has performed
1nvestment banking and other services for Virginia Gas in the past and has been
compensated for such services. In the ordinary course of 1ts business, CIBC
World Markets and its affiliates may actively trade securities of Virginia Gas
for their own account and for the accounts of customers and, accordingly, may
at any time hold a long or short position in such securities.

Based upon and subject to the foregoing, and such other factors as we deem
relevant, it is our opinion that, as of the date hereof, the Exchange Ratio
pursuant to the Reocrganization Agreement is fair to the shareholders of
Virginia Gas from a financial point of view. This Fairness Opinion s for the
exclusive use of the Board of Directors of Virginia Gas. Neither this Fairness
Opinion nor the services provided by CIBC World Markets in connection herewith
may be publicly disclosed or referred toc in any manner by Virginia Gas without
the prior written approval by CIBC World Markets. CIBC World Markets consents
to the inclusion of this opinien in 1ts entirety and any reference to this
opinion in any prospectus, proxy statement or sclicitation/recommendaticn
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statement, as the case may be, required to be distributed to the Company's
shareholders in connection with the Merger.

Very truly yours,

/s/ CIBC World Markets Corp.
CIBC World Markets Corp.

[LETTERHEAD OF CIBC WORLD MARKETS CORF.]
ANNEX C

October 3, 200C

Personal and Confidential
The Board of Directors
Virginia Gas Company

P.0. Box 2407

Abingdon, VA 24212

Ladies and Gentlemen:

Ycu have asked CIBC World Markets Corp. ("CIBC World Markets") to update our

written opinion {("Fairness Opinion") dated June 13, 2000 that was delivered to
the Board of Directors as to the fairness to the shareholders of Virginia Gas
Company ("Virginia Gas" or the "Company™"), from a financial point of view, of

the Exchange Ratic (as defined in the Agreement and Plan of Reorganization)
pursuant to the Agreement and Plan of Reorganization dated as of June 13, 2000
by and among NUI Corpeoration, VGC Acquisition, Inc. (a wholly owned subsidiary
of NUI Cerporation) and Virginia Gas (the "Reorganization Agreement"}. The
Reorganization Agreement provides for, among other things, a transacticn
whereby VGC Acquisition, Inc. will be merged with and into Virginia Gas (the
"Merger").

In arriving at our update of the Fairness Opinion, we:

{a) reviewed Virginia Gas' unaudited financial statements for the six
months ended June 30, 2000;

{b) reviewed NUI Corporation's unaudited financial statements for the nine
months ended June 30, 2000;

(c) reviewed the recent historical market prices and trading volume for
both Virginia Gas common stock and NUI Corporation common stock;

(d) held discussions with senior management of Virginia Gas and NUI
Corporation with respect to their businesses and prospects for future
growth;

(e) reviewed and analyzed certain publiaicly available financial data for
certain companies we deemed ccmparable to Virginia Gas and NUI
Corporation;

(f) reviewed public informaticn concerning Virginia Gas and NUI
Corporation; and

(g) performed such other analyses and reviewed such other information as we
deemed appropriate.

In rendering our update of the Fairness Opinion, we relied upon and assumed,
without independent verification or investigation, the accuracy and
completeness of all of the financial and other information provided to us by
Virginia Gas and its respective employees, representatives and affiliates., With
respect to forecasts of future financial condition and operating results of
Virginia Gas provided to us, we assumed at the direction of Virginia Gas®
management, without independent verification or investigation, that such
forecasts were reasonably prepared on bases reflecting the best available
information, estimates and judgment of Virginia Gas and Virginia Gas'
respective management. We have neither made nor obtained any independent
evaluations or appraisals of the assets or the liabilities of Virginia Gas or
affiliated entaities. We are not expressing any opinicon as te the underlying
valuation, future performance or long term viability of Virginia Gas following
the Merger, or the prace at which NUI Corporation's common stock will trade
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subsequent to the Merger. We have not been asked to consider, and our update of
the Fairness Opinicn does not address, the relative merits of the Merger as
compared to any alternative business strategies that might exaist for Virginia
Gas or the effect of any other transaction in which Virginia Gas might engage.
Our update of the Fairness Opinion 15 necessarily based on the information
avallable to us and general economic, financial and stock market conditions and
circumstances as they exist and can be evaluated by us on the date hereof.

{P
[

Based upon and subject teo the foregeing, and such other factors as we deem
relevant, 1t 1s our opinion that, as of the date hereof, the Exchange Ratio
pursuant to the Reorganization Agreement 1s fair to the shareholders of
Virginia Gas from a financial point of view. This update of our Fairness
Opinion 15 for the exclusive use of the Board of Directors of Virginia Gas.
Neither this update of our Fairness Opinion nor the services provided by CIBC
World Markets 1n connection herewith may be publicly disclosed or referred to
1in any manner by Virginia Gas without the prior written approval by CIBC World
Markets. CIBC World Markets consents to the inclusion of this update of the
opinion 1n 1ts entirety and any reference to this update in any prospectus,
proxy statement or solicitation/recommendation statement, as the case may be,
required to be distributed to the Company’'s shareholders in connecticn with the
Merger.

Very truly yours,

s/ CIBC World Markets Corp.
CIBC Werld Markets Corp.

PART II
INFORMATION NOT REQUIRED IN PROSPECTUS
Item 21. Exhibits and Financial Statement Schedules.

(a) Exhibits.

2.1 Agreement and Plan of Reorganization, dated June 13, 2000, by and between
NUI Corporation, VGC Acquisition, Inc. and Virginia Gas Company (included
in proxy statement/prospectus as Annex A).

NUI agrees to furnish a supplemental copy of omitted schedules to the SEC
upon request.

2.2 Form of Agreement and Plan of Exchange between NUI Corporation and NUI
Holding Company (incorporated by reference to Annex A to NUI Holding's
Registration Statement on Form S-4 {(Registration No. 333-30092)).

4.1 Rights Agreement between NUI and Mellon Securities Trust Company, dated
November 28, 1995 (incorporated by reference to NUI's Form 8-K, dated
December 1, 1995).

5.1 Opinion of James R. Van Horn, Esqg.

8.1 Tax Opinion of Hunton & Williams.

8.2 Form of Alternate Tax Opinion of Hunton & Williams.

23.1 Consent of James R. Van Horn, Esg. (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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23.

23.

24,

24.

99.

99.

Consent of Arthur Andersen LLP.

Consent of CIBC World Markets (included in Annexes B and C to proxy
statement/prospectus) -

Power of Attorney (included in signature page).
Power of Attorney (included in signature page).
Form of Virginia Gas Company Proxy Card.

Form of Letter of Transmittal.

I1-1

SIGNATURES

Pursuant to the reguirements of the Securities Act of 1933, NUI CORPORATION
has duly caused this Pre-Effective Amendment No. 1 to the Registration
Statement to be signed on 1ts behalf by the undersigned, thereunto duly
authorized, in the City of Bedminster, State of New Jersey, on October 5, 2000.

NUI CORPORATION

/s/ John Kean, Jr.*
By

John Kean, Jr.
President and Chief Executive
Officer
{(principal executive officer) and
Director

Pursuant tc the requirements of the Securities Act of 1933, this Pre-
Effective Amendment No. 1 to the Registraticn Statement has been signed by the
following persons on the 5th day of Octcber, 2000 in the capacities indicated.

Signature Title
/s/ John Kean, Jr.* President and Chief Executive Officer
e (principal executive officer) and
John Kean, Jr. Director
/s/ A. Mark Abramovic* Senior Vice President, Chief Operating
_________ Cfficer and Chief Financial Officer
A. Mark Abramovic (principal financial and accounting
officer)
/s/ Vera King Farris* Director

Dr. Vera King Farris

/s/ J. Russell Hawkins* Director

J. Russell Hawkins

/s/ John Winthrop * Director

John Winthrop

/s/ John Kean* Director

John R;an

/s/ Bernard S. Lee* Director

Dr. Bernard S. Lee
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/s/ James J, Forese* Director

James J. Forese

/s/ R. Van Whisnand* Director

R. Van Whisnand

*By: /s/ James R. Van Horn

James R. Van Horn
Attorney-in-fact for
the persons indicated

I1-2

SIGNATURES

Pursuant to the requirements of the Securities Act of 1833, NUI HOLDING
COMPANY has duly caused this Pre-Effective Amendment Nc. 1 to the Registration
Statement tc be signed on 1ts behalf by the undersigned, thereunto duly
authorized, 1n the City of Bedminster, State of New Jersey, on October 5, 2000.

NUI HOLDING COMPANY

/s/ John Kean, Jr.*
By

John Kean, Jr.
President and Chief Executive
Officer
(principal executive officer) and
Director

Pursuant to the requirements of the Securities Act of 1933, this Pre-
Effective Amendment No. 1 to the Registration Statement has been signed by the
following persons on the 5th day of October, 2000 in the capacities indicated.

Signature Title
/s/ John Kean, Jr.* President ang Chief Executive Officer
(principal executive officer) and
John Kean, Jr. Director
/s/ A. Mark Abramovic* Senior Vice President, Chief Operating
o Officer, and Chief Financial Officer
A. Mark Abramovic (principal financial and accounting

officer) and Director

/s/ John Kean* Director

John Kean

*By: /s/ James R. Van Horn

James R. Van Horn
Attorney-in-fact for
the persons indicated

II-3

EXHIBIT INDEX
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2.1 Agreement and Plan of Reorganization, dated June 13, 2000, by and between
NUI Corporation, VGC Acquisition, Inc. and Virginia Gas Company (included
in proxy statement/prospectus as Annex A).

NUI agrees to furnish a supplemental copy of omitted schedules to the SEC
upon request.

2.2 Form of Agreement and Plan of Exchange between NUI Corporation and NUI
Holding Company (incorporated by reference to Annex A to NUI Holding
Company's Registration Statement on Form S-4 (Registration No. 333-
30092)).

4.1 Rights Agreement between NUI and Mellon Securities Trust Company, dated
November 28, 1995 (incorporated by reference to NUI's Form 8-K, dated
December 1, 1995).

5.1 Opinion of James R. Van Horn, Esq.

8.1 Tax Opinion of Hunton & Williams.

8.2 Form of Alternate Tax Opinion of Hunton & Williams.
23.1 Consent of James R. Van Horn, Esg. (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 An@ersen 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 in signature page).
99.1 Form of Virginia Gas Company Proxy Card.

99.2 Form of Letter of Transmittal.

</ TEXT>
</DOCUMENT>

October 5, 2000

Board of Directors

NUI Corporation

550 Route 202-206

Bedminster, New Jersey 073921-0500

Board of Directors

NUI Holding Company

550 Route 202-206

Bedminster, New Jersey 07921-0500

NUI Corporation/NUI Holding Company
Registration Statement on Form $-4 ({Registration No. 333-46036)

Ladies and Gentlemen:

In my capacity as Chief Administrative Officer, General Counsel and
Corporate Secretary to NUI Corporation, a New Jersey corporation ( "NUI"), and
NUI Holding Cempany, a New Jersey corporation ("HUI Heolding"), I am delivering
this opinion 1n connection the Registration Statement on Form S-4 filed by NUI
and NUI Holding with the Securities and Exchange Commission {the "SEC") on
September 18, 2000, File No, 333-46036 (the "Registration Statement"), relating
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to the propcsed merger (the "Merger") of VGC Acguisition, Inc., a Delaware
corporation and wholly-owned subsidiary of NUI, with and into Virginia Gas
Company, a Delaware corpceration ("Virginia Gas"), as provided for in the
Agreement and Plan of Reorganization, dated as of June 13, 2000 {the
"Reorganization Agreement").

The Reorganization Agreement contemplates the issuance of up to 1,158,928
shares of NUI's common stock, withcut par value (the "NUI Common Stock"), or,
alternatively, 1f the transactions contemplated by the Registration Statement on
Form S-4 filed by NUI Holding with the SEC on February 9, 2000, File No. 333-
30092 (the "NUI Restructuring™), have been consummated prior to the Merger, the
i1ssuance of up to 1,158,928 shares of NUI Holding's common stock, without par
value (the "NUI Holding Common Stock™) to holders as of the effective time of
the Merger of outstanding shares of Virginia Gas common stock, $.001 par value
per share. In rendering this opinion, I have reviewed NUI's Amended and
Restated Certificate of Incorporation, NUI Holding's Amended and Restated
Certificate of Incorporation, each as filed with the Office of the Secretary of
State of the State of New Jersey, the Registration Statement and such corporate
records of NUI and NUI Holding and certificates of officers of NUI and NUI
Holding and of public officials as I have deemed necessary. Based upon the
foregoing and the further gualifications stated below, I am of the opinion that:

1. NUI has been duly incorporated and is validly existing and 1in good
standing under the laws of the State of New Jersey.

2. The 1,158,928 shares of NUI Common Stock covered by the Registration
Statement have been duly authorized and, when 1ssued in the Merger pursuant to
the Reorganization Agreement, will be validly 1ssued, fully paid and non-
assessable.

3. NUI Heolding has been duly incorporated and is validly existing and in
good standing under the laws of the State of New Jersey.

4. The 1,158,928 shares of NUI Holding Commeon Stock covered by the
Registration Statement have been duly authorized and, when issued 1n the Merger
pursuant to the Recrganization Agreement, or following the Merger in connecticn
with the NUI Restructuring, will be validly issued, fully paid and non-
assessable.

I hereby consent to the filing of this opinicon as an exhibit to the
Registration Statement and to the statements made in reference to me under the
heading “LEGAL MATTERS" 1n the prospectus that 1s included in the Registrataon
Statement.

Very truly yours,
/s/ James R. Van Horn
James R. Van Horn

</TEXT>
</DOCUMENT>

EXHIBIT 8.1
[Hunton & Williams Letterhead]
October 5, 2000

NUI Corporaticn

550 Route 202-206

P. 0. Box 760

Bedminster, New Jersey 07921-0760

Virginia Gas Company
200 East Main Street
Abingdon, Virginia 24210

Merger of VGC Acquisition, Inc.
Into Virginia Gas Company
Certain Federal Income Tax Matters

http://ccbn tenkwizard.com/print.php?repo=tenk&ipage=1221033&attach=ON&doc=1

Page 114 of 134

5/16/2002



10k Wizard: SEC Filings

Ladies and Gentlemen:

We have acted as counsel to NUI Corporation ("NUI"), a New Jersey corpcration,
1n connection with the proposed merger (the "Merger") of VGC Acquisition, Inc.
("Merger Subsidiary"), a Delaware corporation and wholly-owned subsidiary of

NUI, wath and into Virginia Gas Company (“"Virginia Gas"), a Delaware
corporation, pursuant to the Agreement and Plan of Reorganization dated as of
June 13, 2000, by and among NUI, Merger Subsidiary, and Virginia Gas (the
"Agreement"). This opinicon letter is delivered to you 1n connection with the
Ferm S-4 Registration Statement relating to the Merger filed under the
Securities Act of 1933 (the "S-47").

Virginia Gas' only class of stock outstanding is common stock. Virginia Gas also
has outstanding options and warrants to purchase its common stock. Each
outstanding share of Virginia Gas common stock {other than any shares held by
NUI) will be converted ainto NUI common stock having a market value of $4.00. If
a Virgania Gas shareholder otherwise would be entitled to receive a fractional
share of NUI commen stock upeon the exchange of shares of Virginia Gas common
stock in the Merger, NUI will pay cash in lieu of the fractional share. Virginia
Gas shareholders are not entitled to exercise dissenter's rights with respect to
the Merger.

At the effective time of the Merger, each outstanding option to acquire Virginia
Gas common stock having a $4.125 exercise price will be terminated and converted
into the right to receive 51 an cash from NUI; all other options to acquire
Virginia Gas common stock will be canceled

NUI Corporation
Virginia Gas Company
October 5, 2000

Page 2

without any payment. The warrants to acquire Virginia Gas common stock will, in
accordance with their terms, remain outstanding after the Merger. If all the
warrants were to be exercised, the Virginia Gas common stock issued upon their
exercise would constitute less than 20 percent of the outstanding shares of
Virginia Gas common stock.

On July 12, 2000, Virginia Gas 1ssued to NUI Capital Corp. ("Capital Corp."), a
wholly-owned subsidiary of NUI, a revolving credit note whereby Virginia Gas
borrowed $5 million from Capital Corp., at an annual interest rate egual to
LIBCR plus 3.0 percent. Virginia Gas used the proceeds of that $5 million loan
to purchase land and other assets necessary for the construction of a gas
pipeline and gas storage facilities. On September 11, 2000, Virginia Gas and
Capital Corp. entered into an unsecured, unsubordinated $20 million Credit
Facility (the "Credit Facility"). Amounts outstanding under the Credit Facility
bear interest at an annual rate equal to LIBOR plus 3 percent. Interest 1s
payable quarterly, and the entire outstanding principal amount is payable on the
first to occur of (1) March 1, 2002 or (11) the termination of the Agreement. In
addition, 1f an event of default occurs under the Credit Facilaty (including the
occurrence of certain events of default under Virginia Gas' other senior loan
agreements), Capital Corp. may declare all outstanding principal and accrued
interest i1mmediately due and payable. Virginia Gas has paid coff the earlier $5
million loan from Capital Corp. with funds borrowed under the Credit Facility.
Except for the amount borrowed to pay the $5 million note, amounts borrowed
under the Credit Facility may be used only to buy certain real estate located in
Saltville, Virginia, and for the obligations of Virginia Gas related to certain
pipeline and gas storage construction costs.

In connection with entering into the $5 million loan and the Credit Facility,
Virginia Gas granted to Capital Corp. options to purchase an aggregate of
1,095,475 shares of Virginia Gas common stock. Those options are exercisable
only if an event of default occurs under the Credit Facility or if the Agreement
is terminated under circumstances in which NUI 1s not entitled teo, or 1s
entitled to but does not receive payment of, a termination fee. The options will
terminate upon the earlier to occur of (1} the effective time of the Merger or
(ii) 1n the absence of any default under the Credit Facility, the termination of
the Agreement under circumstances in which NUI 1s entitled to, and actually
receives, a termination fee.

NUI and NUI Holding Company, a New Jersey corporation formed by NUI to become
the parent corporaticn of NUI, have entered intc an agreement whereby NUI
shareholders (including former Virginia Gas shareholders) are to exchange each
cutstanding share of NUI common stock for a share of NUI Holding Company common
stock (the "Holding Company Exchange"). As a result, NUI Holding Company is to
acguire and own all the stock of NUI ocutstanding at the time of the Holding
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Company Exchange.

NUI Corporation
Virginia Gas Cempany
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You have requested our opinion concerning certain federal income tax
consequences of the Merger. In giving this opinien, we have reviewed the
Agreement, the Form S-4 Registration Statement relating to the Merger filed

under the Securities Act of 1933 (the "S-4"), the $5 millicon and $20 million
notes between Virginia Gas and Capital Corp., the stock option agreements
between Virginia Gas and Capital Corp., and such other documents as we have
considered necessary. In addition, we have assumed, with your consent, the
fellowing:

1. The fair market value of the NUI common stock (including any fractiohal share
interest} received by a Virginia Gas shareholder in exchange for Virginia Gas
common stock will be approximately equal te the fair market value of Virginia
Gas common stock surrendered in the Merger.

2. None of the compensation received by any shareholder-employee of Virginia Gas
in connection with the Merger will be separate consideration for, or allocable
to, any shares of Virginia Gas common stock; none of the shares of NUI common
stock received by any shareholder-employee in the Merger will be separate
consideration for, or allocable to, any employment agreement; and the
compensation paid to any shareholder-employee will be for services actually
rendered and will be commensurate with amounts paid tc third parties bargaining
at arm's length for similar services.

3. The payment of cash in lieu of fractional shares of NUI common stock 1s
solely for the purpose of avoiding the expense and inconvenience to NUI of
i1ssuing fractional shares and deoces not represent separately bargained-for
consideration.

4. No share of Virginia Gas common stock has been or will be redeemed directly
or indirectly {including, without limitation, through a partnership) by Virginia
Gas or acquired directly or indirectly {including, without limitation, through a
partnership) by any subsidiary of Virginia Gas in anticipation of the Merger,
and Virginia Gas has not made and will not make any extracrdinary distribution
with respect to its stock in anticipation of the Merger.

5. There 15 no plan or intention for NUI or any subsidiary of NUI to acquire
directly or indirectly (including, without limitation, through a partnership)
any of the NUI common stock issued in the Merger or to make any extraordinary
distribution with respect to such stock, except for the acquisition of NUI
common stock by NUI Holding Company.

6. The Holding Ceompany Exchange, 1f consummated, will qualify as a
reorganization within the meaning of section 368(a) (1) (B) of the Internal
Revenue Code (the "Code").

NUI Corporation
Virginia Gas Company
October 5, 2000
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7. 1f the Holding Company Exchange 1s consummated after the Merger, NUI Holding
Company will acquire all of the then-outstanding NUI common stock (including
shares of NUI common stock issued to Virginia Gas shareholders in the Merger)
solely in exchange for NUI Holding Company voting common stock, and NUI Holding
Company will own all the issued and outstanding stock of NUI.

8. 1f the Holding Company Exchange is consummated after the Merger, there will
be no plan or intenticn for NUI Holding Company to dispose of any shares of NUI
common stock or for NUI to issue additional shares of its stock that would
result in NUI Holding Company's owning less than 80 percent of the total
combined voting power of all classes of NUI voting stock or less than 80 percent
of each class of NUI nonveoting stock.

9. If the Holding Company Exchange 1s consummated after the Merger, there will

be no plan or intention for NUI Heolding Company or any subsidiary of NUI Holding
Company to acquire directly or indirectly (including, without limitatiocn,
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through a partnership), or to make any extraordinary distribution with respect
to, any of NUI Holding Company stock i1ssued 1n exchange for the NUI common
stock.

10. Neirther NUI nor any subsidiary of NUI (a) owns any shares of Virginia Gas
common stock or {b) has acquired or will acquire directly or indirectly
{including, without limitation, through a partnership) any shares of Virginia
Gas common stock 1n anticipation of the Merger.

11. Neither NUI nor any subsidiary of NUI (a) has transferred or will transfer
cash or other property to Virginia Gas or any subsidiary of Virginia Gas in
anticipation of the Merger or (b) has made or will make any loan to Virginia Gas
or any subsidiary of Virginia Gas in anticipation of the Merger, except for the
loans made by Capital Corp. tc Virginia Gas as described above.

12, Fellowing the Merger, Virginia Gas will hold (a) at least 90 percent of the
fair market value of the net assets and at least 70 percent of the fair market
value of the gross assets held by Virginia Gas 1mmediately before the Merger and
(b) at least 90 percent of the fair market value of the net assets and at least
70 percent of the fair market value of the gross assets held by Merger
Subsidiary immediately before the Merger. For this purpose, amounts paid by
Virginia Gas or Merger Subsidiary for expenses related to the Merger and any
redemptions and distributions (except for regular, normal dividends) made in
connection with the Merger are treated as assets held by Virginia Gas or Merger
Subsidiary, as appropraate, immediately before the Merger, but any assets
transferred to Merger Subsidiary by NUI 1n connection with the Merger are not
taken into account.

NUl Corporation
Virginia Gas Company
October 5, 2000
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13. At the effective time of the Merger, the fair market value of Virginia Gas'
assets will exceed the sum of Virginia Gas' liabilities plus the amount of
liabilities, if any, to which its assets are subject.

14. Following the Merger, Virginia Gas will continue its historic business or
use a significant portion of its historic business assets in a business.

15. The liabilataes of Merger Subsidiary, 1f any, that will be assumed by
Virginia Gas and the liabilaties, if any, to which the assets of Merger
Subsidiary are subject were incurred by Merger Subsidiary in the ordinary course
of business. Merger Subsidiary holds, and at the effective time of the Merger
will hold, only those assets necessary for i1t to effect the Merger.

16. There is no indebtedness existing between (a) Virginia Gas or any subsidiary
of Virginia Gas and (k) NUI, Merger Subsidiary or any other subsidiary of NUI,
except for indebtedness under the Credit Facility.

17. Virginia Gas, Capital Corp., and NUI intend for the $5 million revelving
credit loan and the locan(s) to Virginia Gas under the Credit Facility to
constitute debt, and each of those parties has treated and will treat all such
loans as debt, for federal income tax and financial accounting purposes.

18. Virginia Gas, Capital Corp., and NUI expected, when Virginia Gas and Capital
Corp. entered into the Credit Facility, and currently expect that Virginia Gas
will be able to repay that debt from i1ts own funds (or from funds obtained from
an unrelated lender) on the stated maturity date of March 1, 2002.

19. Before the effective time of the Merger, Capital Corp. will distribute to
NUI as a dividend all of Capital Corp.'s interest in the Credit Facility and
related note. NUI will hold the note with no plan or intenticn to transfer 1t
{(or any interest in or under the Credit Facility) to any other person.

20. NUI has paid or will pay the expenses of NUI and Merger Subsidiary incurred
1n connection with the Merger, and Virginia Gas has paid or will pay its
expenses 1ncurred in connection with the Merger, except that expenses incurred
in connection with printing and mailing the Joint Proxy Statement/Prospectus,
expenses incurred in prainting and filing the 5-4, and HSR filing fees will be
shared equally by NUI and Virginia Gas. Virginia Gas shareholders will pay their
expenses, if any, incurred in connection with the Merger.

21. NUI owns, and immediately befcore and after the Merger will own, all the
outstanding stock of Merger Subsidiary.

http://ccbn.tenkwizard. com/print. php?repo=tenk&ipage=1221033&attach=ON&doc=1 5/16/2002



10k Wizard: SEC Filings

NUI Corpeoration
Virginia Gas Company
October 5, 2000

Page ©

22. There 1s no plan or 1ntenticn for Virginia Gas to issue additicnal shares of
its stock that would result in NUI's owning less than 80 percent of the total
combined voting power of all classes cof Virginia Gas voting stock or less than
80 percent of each class of Virginia Gas nonvoting stock.

23. At the effective time of the Merger, Virginia Gas will not have outstanding
any warrants, options, convertible securities, or any other type of right
pursuant to which any person could acquire stock of Virginia Gas that would
cause NUI to own less than 80 percent of the total combined voting power of all
classes of Virginia Gas voting stock or less than 80 percent of each class of
Virginia Gas nonvoting stock.

24. There 1s no plan or intention ({(a) to liguidate Virginia Gas, (b) to merge
Virginia Gas into another entity, {(c) for NUI to sell or otherwise dispose of
any stock of Virginia Gas, or (d) for Virginia Gas to sell or otherwise dispose
of any of 1ts assets, except for dispositicns made by Virginia Gas in the
ordinary course of business.

25. For each of NUI, Virginia Gas, and Merger Subsidiary, less than 50 percent
of the fair market value of its adjusted total assets consists of stock and
securities. For purposes of the preceding sentence, (a) a corporation's adjusted
total assets exclude cash, cash 1tems (including accounts receivable and cash
equivalents), and United States government securities and (b) a corporation's
adjusted total assets exclude stock and securities issued by any subsidiary at
least 50 percent of the voting power or 50 percent of the total fair market
value of the stock of which is owned by the corporation, but the corporation is
treated as owning directly a ratable share (based on the percentage of the fair
market value of the subsidiary's stock owned by the corporation) of the assets
owned by any such subsidiary.

26. No Virginia Gas shareholder is a foreign person for United States income tax
purposes.

27. No shares of Virginia Gas common stock, if any, that were acquired in
connection with the performance of services are subject to a substantial risk of
forfeiture within the meaning of section 83(c) of the Code,.

28. No outstanding Virginia Gas common stock acquired in connection with the
performance of services was or will have been acquired within six months before
the effective time of the Merger by any person subject to section 16(b) of the
Securities Exchange Act of 1934 other than pursuant to an award (a) granted in a
transaction that satisfies the requirements under S.E.C. Rule 16b-3 or (b)
granted more than six months before the effective time of the Merger.

NUI Corporation
Virginia Gas Company
October 5, 2000
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29. Since April 16, 1997, Virginia Gas has not distributed to its shareholders
or security holders stock or securities of a controlled corpecration in a
transaction to which section 355(a) of the Code applies.

We assume that (a) the preceding enumerated statements are and will remain
accurate, (b) the Merger will be consummated in accordance with the Agreement,
{¢) both the $5 million reveolving credit loan and the loan{s) under the Credit
Facility from Capital Cerp. to Virginia Gas constitute debt for federal income
tax purposes, and (d) none of the options granted toc Capital Corp. to acquire
Virginia Gas common stock has been or will be exercised.

On the basis of the foregoing, we are of the opinion that {under existing law)
for federal income tax purposes:

1. The Merger will be a reorganization within the meaning of section 368(a) of
the Code, and NUI and Virginia Gas each will be a "party to a reorganization"
within the meaning of section 368(b) of the Code.

2. Neither NUI nor Merger Subsidiary will recognize gain or loss on the issuance
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of NUI common stock, the acquisition of Virginia Gas common stock, or the
transfer of Merger Subsidiary's assets to Virginia Gas 1in the Merger.

3. Virginia Gas will not recognize gain or loss on the acquisition of the assets
of Merger Subsidiary in the Merger or on the constructive distribution, 1f any,
of NUI common stock to Virginia Gas shareholders.

4. A Virginia Gas sharehclder will not recognize gain or loss on the exchange of
shares of Virginia Gas common stock solely for shares of NUI common stock
{1including any fractional share interest) in the Merger.

5. The aggregate basis of shares of NUI common stock (including any fractional
share 1nterest) received in the Merger by a Virginia Gas shareholder will be the
same as the aggregate basis of the shares of Virginia Gas common stock exchanged
therefor.

6. The holding period for shares of NUI commen stock (including any fractional
share interest) received in the Merger by a Virginia Gas shareholder will
include the holding period for the shares of Virginia Gas common stcck exchanged
therefecr, 1f such shares of Virginia Gas common stock are held as capital assets
at the effective time of the Merger.

7. Cash received by a Virginia Gas shareholder in lieu of a fractional share of
NUI common stock will be treated as having been received as full payment in
exchange for such fractional

NUI Corporation
Virginia Gas Company
October 5, 2000
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share pursuant to section 302(a) of the Code. Accordingly, a Virginia Gas
shareheclder who receives cash in lieu of a fractional share will recognize gain
or loss equal to the difference between the amount of cash received and the
shareholder's basis in the fractional share interest.

We are also of the cpinion that the material federal income tax consequences of
the Merger to Virginia Gas shareholders are fairly summarized in the S-4 under
the headings "Summary of Proxy Statement Prospectus--Material Federal Income Tax
Consequences" and "Proposal No. 1: The Merger--Material Federal Income Tax
Consequences",

Except as set forth above, we express no opinion regarding any taXx consequences
of the Merger. This opinicon may not be distributed, gueted i1n wheole or in part
or otherwise reproduced in any document, or filed with any governmental agency
without our prior written consent. We consent to the use of this opinion as an
exhibit to the S-4 and to the references to this firm i1n the 5-4 under the
aforementioned headings. In giving this consent, we do not admit that we are
within the category of persons whose consent 1s required by section 7 of the
Securaities Act of 1933 or the rules and requlations promulgated thereunder by
the Securities and Exchange Commission.

Very truly yours
/s/ Hunton & Williams

</TEXT>
</DOCUMENT>

EXHIBIT 8.2
[Hunton & Williams Letterhead}
[ _ 1, 2000
NUI Corporaticn
550 Route 202-206
P. O. Box 760
Bedminster, New Jersey 07921-0760
Virginia Gas Company

200 East Main Street
Abingdon, Virginia 24210
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Merger of Virginia Gas Company
Into VGC Acquisition, Inc.
Certain Federal Income Tax Matters

Ladies and Gentlemen:

We have acted as counsel to NUI Corporation, formerly named NUI Holding Company

("NUI"), a New Jersey corpcration, in connection with the proposed merger (the
"Merger") of Virginia Gas Company ("Virginia Gas"), a Delaware corporation, into
VGC Acquisition, Inc. ("Merger Subsidiary"), a Delaware corporation and

wholly-owned subsidiary of NUI, pursuant to the Agreement and Plan of
Reorganization by and among NUI; NUI Utilities, Inc., a wholly-owned subsidiary

of NUI fermerly named NUI Corporation ("NUI Utilaties"); Merger Subsidiary; and
Virginia Gas, dated as of June 13, 2000, and amended as of __+ 2000
{the "Agreement™). This opinicon letter 1s delivered to you pursuant to Section

7.1(e) of the Agreement.

Virginia Gas' only class of stock outstanding 1s common stock. Virginia Gas also
has outstanding options and warrants to purchase its common stock. Each
outstanding share of Virginia Gas common stock (other than any shares held by
NUI} will be converted into NUI common stock having a market value of $4.00. If
a Virginia Gas sharehclder otherwise would be entitled to receive a fractional
share of NUI common stock upon the exchange of shares of Virginia Gas commen
stock in the Merger, NUI will pay cash in lieu of the fractional share. Virginia
Gas shareholders are not entitled to exercise dissenter's rights with respect to
the Merger.

NUI Corporation
Virginia Gas Company
, 2000
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At the effective time of the Merger, each outstanding option to acquire Virgania
Gas common stock having a $4.125 exercise prace will be terminated and converted
into the right to receive $1 in cash from NUI; all other options to acquire
Virginia Gas common stock will be canceled without any payment. The warrants Lo
acquire Virginia Gas common stock will be converted, i1n accordance with their
terms, into warrants to acquire NUI common stock.

On July 12, 2000, virginia Gas i1ssued to NUI Capital Cerp. ("Capital Corp."},
then a wholly-owned subsidiary of NUI Utilities, a revolving credit note whereby
Virginia Gas borrowed $5 million from Capital Corp., at an annual interest rate
equal to LIBOR plus 3.0 percent. Virgania Gas used the proceeds of that $5
million loan to purchase land and other assets necessary for the construction of
a gas pipeline and gas storage facilities. On September 11, 2000, Virginia Gas
and Capital Corp. entered intoc an unsecured, unsubordinated $20 million Credat
Facility (the "Credit Facility"). Amounts ocutstanding under the Credit Facilaty
bear interest at an annual rate equal to LIBOR plus 3 percent. Interest 1s
payable quarterly, and the entire outstanding principal amcunt is payable on the
first to occur of (1) March 1, 2002 or (ii) the termination of the Agreement. In
addition, if an event of default cccurs under the Credit Facil:ty (including the
occurrence of certain events of default under Virginia Gas' other senior loan
agreements), Capital Corp. may declare all outstanding principal and accrued
interest immediately due and payable. Virginia Gas has paid off the earlier $5
million loan from Capital Corp. with funds borrowed under the Credit Facility.
Except for the amount borrowed to pay the $5 millicn note, amounts borrowed
under the Credit Facility may be used only to buy certain real estate located 1n
Saltville, Virginia, and for the obligations of Virginia Gas related to certain
pipeline and gas storage construction costs.

In connection with entering into the $5 million loan and the Credit Facilaity,
Virginia Gas granted to Capital Corp. options to purchase an aggregate of
1,095,475 shares of Virginia Gas commen stock. Those options are exercisable
only if an event of default occurs under the Credit Facility or if the Agreement
1s terminated under circumstances ain which NUI is not entatled to, or ais
entitled to but does not receive payment of, a termination fee. The options will
terminate upon the earlier to occur of (i} the effective time of the Merger or
(2i) in the absence of any default under the Credit Facility, the termination of
the Agreement under circumstances in which NUI is entitled to, and actually
receives, a termination fee.

You have requested our opinion concerning certain federal income tax
consequences of the Merger. In giving this opinion, we have reviewed the
Agreement, the Form 5-4 Registration Statement relating to the Merger filed
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under the Securities Act of 1933 (the "S-4"), the 55 million and $20 million
notes between Virginia Gas and Capital Corp., the stock cption agreements
between Virginia Gas and Capital Corp., and such other decuments as we have

NUI Corpcration
Virginia Gas Company
, 2000

Page 3

considered necessary. In addition, we have been advised by appropriate officers
of NUI and Virginia Gas as follows:

1. The fair market value of the NUI common stock (including any fracticnal share
interest) received by a Virginia Gas shareholder in exchange for Virginia Gas
common stock will be approximately equal tc the fair market value of Virginia
Gas common stock surrendered i1in the Merger.

2. None of the compensation received by any shareholder-employee of Virginia Gas
1n connection with the Merger will be separate consideration for, or allocable
to, any shares of Virginia Gas commcn stock; ncne of the shares of NUI common
stock received by any shareholder-employee in the Merger will be separate
consideration for, or allocable te, any employment agreement; and the
compensation paid to any sharehclder-employee will be for services actually
rendered and will be commensurate with amounts paid to third parties bargaining
at arm's length for similar services.

3. The payment of cash i1n lieu of fractional shares of NUI common stock is
solely for the purpose of avoiding the expense and inconvenience to NUI of
issuing fractional shares and does not represent separately bargained-for
consideration.

4. No share of Virginia Gas common stock has been or will be redeemed directly
or andirectly {including, without limitation, through a partnership) by Virginia
Gas or acquired directly or indirectly (including, without limitation, through a
partnership) by any subsidiary of Virginia Gas in anticipation of the Merger,
and Virginia Gas has not made and will not make any extraordinary distribution
with respect to its stock in anticipation of the Merger.

5. There is no plan or intention for NUI or any subsidiary of NUI to acquire

directly or indirectly (including, without limitation, through a partnership)
any of the NUI common stock issued 1n the Merger or to make any extraordinary
distribution with respect to such stock.

6. Neither NUI nor any subsidiary of NUI (a) owns any shares of Virginia Gas
common stock or {b) has acquired or will acquire directly or indirectly
{including, without limitation, through a partnership} any shares of Virginia
Gas common stock in antaicipation of the Merger.

7. Neither NUI nor any subsidiary cof NUI (2) has transferred or will transfer
cash or other property to Virgania Gas or any subsidiary of Virgania Gas in
anticipation of the Merger or (b) has made or will make any loan te Virginia Gas
or any subsidiary of Virginia Gas in anticipation of the Merger, except for the
loans made by Capital Corp. to Virginia Gas as described above.

NUI Corporation
Virginia Gas Company
o , 2000
Page 4

8. Merger Subsidiary will acquire at least 90 percent of the fair market value
of the net assets and at least 70 percent of the fair market value of the gross
assets held by Virginia Gas i1mmediately before the Merger. For this purpose,
amounts paid by Virginia Gas {or by Merger Subsidiary as successor to Virginia
Gas) for expenses related to the Merger and any redemptions and distributions
{except for regular, normal dividends) made by Virginia Gas in connection with
the Merger are treated as assets held by Virginia Gas immediately before the
Merger.

9, At the effective time of the Merger, the fair market value of Virginia Gas'

assets will exceed the sum of Virginia Gas' liabilities plus the amount of
liabilities, if any, to which its assets are subject.
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10. Following the Merger, Merger Subsidiary will continue the historic business
of Virginia Gas or use a significant portion of Virginia Gas' historic business
assets 1n a business.

11. The liabilities of Virginia Gas that will be assumed by Merger Subsidiary
and the liabilities, if any, to which the assets of Virginia Gas are subject
were incurred by Virginia Gas in the ordinary course of business, except for the
liabilities of Virginia Gas under the Credit Facilaty.

12. There 1s no indebtedness existing between {a) Virginia Gas or any subsidiary
of Virginia Gas and (b) NUI, Merger Subsidiary or any other subsidiary of NUI,
except for indebtedness under the Credat Facility.

13. Virginia Gas, Capital Cerp., Merger Subsidiary, and NUI intend for the $5
million revolving credit loan and the loan(s) to Virginia Gas under the Credit
Facility to constitute debt, and each of those parties has treated and will
treat all such loans as debt, for federal income tax and financial accounting
purposes.

14. Virginia Gas, Capital Corp., and NUI expected, when Virginia Gas and Capital
Corp. entered into the Credit Facility, and currently expect that Virginia Gas
{or Merger Subsidiary) will be able to repay that debt from its own funds (or
from funds c¢btained from an unrelated lender) on the stated maturity date of
March 1, 2002.

15. Before the effective time of the Merger, Capital Corp. will distribute to
NUI {or, 1f Capital Corp. is still owned by NUI Utilities, will distribute to
NUI Utilities, which will distribute to NUI) as a dividend all of Capital
Corp.'s 1nterest i1n the Credit Facility and related note. NUI will hold the note
with no plan or intenticn to transfer i1t (or any interest in or under the Credit
Facility) to any other person.

16. NUI (or NUI Utilities) has paid or will pay the expenses of NUI and Merger
Subsidiary incurred in connection with the Merger, and Virginia Gas has paid or
will pay 1is expenses

NUI Corporation
Virginia Gas Company
i , 2000
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incurred in connection with the Merger, except that (a) expenses incurred in
connection with printing and mailing the Joint Proxy Statement/Prospectus,
expenses 1ncurred 1n printing and filing the S-4, and HSR filing fees will be
shared equally by NUI (or NUI Utilities) and Virginia Gas and (b) Merger
Subsidiary may assume and pay any unpalid expenses of Virginia Gas that are
solely and directly related to the Merger. Virginia Gas shareholders will pay
their expenses, 1f any, incurred in connection with the Merger.

17. NUI owns, and immediately before and after the Merger wlll own, all the
outstanding stock of Merger Subsidiary. There is no plan or intention for Merger
Subsidiary to issue additional shares of its stock that would result in NUI's
owning less than 80 percent of the total combined voting power of all classes of
Merger Subsidiary's voting stock or less than B0 percent of each class of Merger
Subsidiary's nonvoting stock.

18. There 1s no plan cr intention (a) to liquidate Merger Subsidiary, (b) to
merge Merger Subsidiary into another entity, (c) for NUI to sell or otherwise
dispose of any stock of Merger Subsidiary, or (d) for Merger Subsidiary to sell
or otherwise dispose of any of its assets, except for dispositions made by
Merger Subsidiary in the ordinary course of business.

19. For each of NUI, Virginia Gas, and Merger Subsidiary, less than 50 percent
of the fair market value of its adjusted total assets consists of stock and
securities. For purposes of the preceding sentence, (a) a corporation's adjusted
total assets exclude cash, cash 1tems (including accounts receivable and cash
eguivalents), and United States government securities and (b} a corporation's
adjusted total assets exclude stock and securities issued by any subsidiary at
least 50 percent of the voting power or 50 percent of the total fair market
value of the stock of which is owned by the corporation, but the corporation is
treated as owning directly a ratable share (based on the percentage of the faair
market value of the subsidiary's stock owned by the corporation} of the assets
owned by any such subsidiary.

20. No Virginia Gas shareholder 1s a foreign person for United States income tax
purposes.
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21. No shares of Virginia Gas common stock, if any, that were acquired in
connection with the performance of services are subject to a substantial risk of
forfeiture within the meaning of section 83(c) of the Internal Revenue Code of
1886, as amended (the "Code™).

22. No outstanding Virginia Gas common stock acquired 1n connection with the
performance of services was or will have been acguired within six months before
the effective time of the Merger by any person subject to section 16(b) of the
Securities Exchange Act of 1934 other than pursuant to an award (a) granted in a
transaction that satisfies the requirements under S.E.C. Rule 16b-3 or (b)
granted more than si1x months before the effective time of the Merger.

NUI Corporation
Virginia Gas Company
, 2000

Page 6

23. Since April 16, 19297, Virginia Gas has not distributed to its sharehclders
or security holders stock or securities of a controlled corporation in a
transaction to which section 355{a) of the Code applies.

24, Virginia Gas has not filed, and holds no asset subject to, a consent
pursuant to section 341(f) of the Code and regulations thereunder.

25. Virginia Gas 1s not a party te, and holds no asset subject to, a "safe
harbor lease™ under section 168(f) (8) of the Internal Revenue Code of 1854,
before amendment by the Tax Reform Act of 1984, and regulations thereunder.

We assume that (a) the preceding enumerated statements are and will remain
accurate, (b) the Merger will be consummated 1n accordance with the Agreement,
(¢) both the $5 million reveolving credit loan and the loan{s) under the Credit
Facility from Capital Corp. to Virginia Gas constitute debt for federal income
tax purpeses, and (d) none of the options granted to Capital Corp. to acquire
virginia Gas common stock has been or will be exercised.

On the basis of the foregoing, we are of the opinion that {(under existing law)
for federal income tax purposes:

1. The Merger will be a recorganization within the meaning of section 368(a) of
the Code, and NUI, Merger Subsidiary, and Virginia Gas each w:ill be a "party to
a reorganization" within the meaning of section 368(b) of the Code.

2. Neither NUI nor Merger Subsidiary will recognize gain or loss on the
acqguisition by Merger Subsidiary of Virginia Gas' assets in exchange for NUI
common stock and the assumption of Virginia Gas' liabilities.

3. Virginia Gas will not recognize gain or loss (a) on the transfer of its
assets to Merger Subsidiary in exchange for NUI common stock and the assumption
of Virgainia Gas' liabilities or (b) on the constructive distribution of NUI
common stock to Virginia Gas shareholders.

4. A Virginia Gas shareholder will not recognize gain or loss on the exchange of
shares of Virginia Gas common stock seolely for shares of NUI common stock
(including any fractional share interest) in the Merger.

5. The aggregate basis of shares of NUI common stock (including any fractional
share interest) received in the Merger by a Virginia Gas shareholder will be the
same as the aggregate basis of the shares of Virginia Gas common stock exchanged
therefor.

NUI Corporation
Virginia Gas Company
, 2000

Page 7

6. The holding period for shares of NUI common stock (including any fractional
share interest) received in the Merger by a Virginia Gas shareholder will
include the holding period for the shares of Virginia Gas commen stock exchanged
therefor, if such shares of Virginia Gas common stock are held as capital assets
at the effective time of the Merger.

7. Cash received by a Virginia Gas shareholder in lieu of a fractional share of
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NUI common stock will be treated as having been received as full payment in
exchange for such fracticnal share pursuant to section 302(a) of the Code.
Acceordingly, a Virginia Gas shareholder who receives cash in lieu of a
fractional share will recognize gain or loss equal to the difference between the
amount of cash received and the shareholder's basis in the fractional share
interest.

We are alsc of the opinion that the material federal i1ncome tax consequences of
the Merger to Virginia Gas shareholders are fairly summarized in the S-4 under
the headings "Summary of Proxy Statement Prospectus——-Material Federal Income Tax
Consequences" and "Proposal No. 1: The Merger--Material Federal Income Tax
Conseguences"”,

Except as set forth above, we express no opinion regarding any tax consequences
of the Merger. This opinion may not be distributed, quoted in whole or in part
or otherwise reproduced in any document, or filed with any governmental agency
without our prior written consent. We consent to the use of this opinion as an
exhibit to the 5-4 and to the references to this firm i1in the 5-4 under the
aforementioned headings. In giving this consent, we do not admit that we are
within the category of persons whose consent is required by section 7 of the
Securities Act of 1933 or the rules and regulations promulgated thereunder by
the Securities and Exchange Commission.

Very truly yours,
</TEXT>

</DOCUMENT >

EXHIBIT 23.3
Consent of Independent Pubklic Accountants

As independent public accountants, we hereby consent to the incorporation by
reference 1n this Registration Statement on Form S$-4 of our report included in
the Annual Repcrt on Form 10-K of NUI Corporation for the fiscal year ended
September 30, 1999 and to all references to our firm in this Registration
Statement.
ARTHUR ANDERSEN LLP
New York, New York
September 4, 2000

</TEXT>
</DOCUMENT>

EXHIBIT 23.4
Consent of Independent Public Accountants

As independent public accountants, we hereby consent to the incorporation by
reference in this Registration Statement on Form $-4 of our report included 1in
the Annual Report on Form 10-KSB of Virginia Gas Company for the fiscal year
ended December 31, 1999 (as amended on May 1, 2000) and to all references to
our firm in this Registration Statement.
ARTHUR ANDERSEN LLP
Richmond, Virginia
September 2, 2000

</TEXT>
</DOCUMENT>

EXHIBIT 9%5.1
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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 cf Annual Meeting of Stockholders and Proxy
Statement/Prospectus dated October 5, 2000, hereby appoints Michael L. Edwards
and Karen K. Edwards as proxies, with full power of substitution, to vote all
shares of stock of the Company held by the undersigned on September 29, 2000,
which are entitled to pbe 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 10:00 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 ink only. [X]

Item No. 1: To approve and adopt the Agreement and Plan of Recrganization,
dated as of June 13, 200C, among Virginia Gas Company, NUI Corporation
and a wholly-owned subsidiary of NUI Corporation, providing for the
merger as described in the Proxy Statement/Prospectus.

[_] FOR [_}] AGAINST {_) ABSTAIN

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

not approved and adopted, until the annual meeting of stockholders in
2003.

(_] FOR the nominees listed below [_] WITHHOLD vote for the nominees listed
below

{(except as marked to the contrary below)

Everette G. Allen, Jr., G. Lee Crenshaw, II

(INSTRUCTICON: To withhold authoraty to vote for any individual nominee,
praint that neminee's name below.)

Item No. 3: In their discretion, tc 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 1s specified, such shares will be voted "FOR" Proposals 1 and 2. Place
an X here 1f you plan to attend the meeting. [_]

DATE: 2000

’

SIGNATURE:

Note: Please mark, date and sign
as your name appears above and
promptly return in the prepaid
return envelope provided. When
signing as attorney,
administrator, executor,
guardian or 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
Virgania Gas Company
Being Exchanged for
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shareholders of Virginia Gas on or about October 6, 2000 (the "Proxy
Statement™). The Proxy Statement, including the Reorganization Agreement, is
incorporated herein by reference.

The undersigned hereby represents and warrants that the undersigned was the
registered holder of the Virginia Gas Shares on __ , 2000 (the effective
date of the merger between Virginia Gas and VGC contemplated by the
Reorganization Agreement}, with good title tc the above-described Virginia Gas
Shares and full power and authority to sell, assign and transfer the Virginia
Gas Shares represented by the enclosed Certificate(s), free and clear of all
liens, claims and encumbrances, and not subject to any adverse claims. The
undersigned will, upon request, execute any additional documents necessary or
desirable to complete the surrender and exchange of such securities. The
undersigned hereby irrevocably appcints the Exchange Agent, as agent of the
undersigned, to effect the exchange. All authority conferred or agreed to be
conferred 1n this Letter of Transmittal shall be binding upon the successors,
assigns, heirs, executors, administrators and legal representatives of the
undersigned and shall not be affected by, and shall survive, the death or
incapacity of the undersigned.

It is understocd that the undersigned will not receive the NUI Shares, or
any fractional share check, until Certificates representing ALL of the
Virginia Gas Shares owned by the undersigned are received by the Exchange Agent
at the address set forth above, together with such documents as the Exchange
Agent may require, and until the same are processed for exchange by the Exchange
Agent. It 1s further understood that no interest will accrue or be paid on the
NUI Shares, fractional share check or dividends.

Unless otherwise indicated below under Special Issuance Instructions, in
exchange for the enclosed Certificates, the undersigned requests that the
certificates representing the NUI Shares and any fractional share check be
1ssued to the undersigned. Similarly, unless otherwise indicated under Special
Delivery Instructions, please mail such certificates and deliver such
fractional share check to the undersigned at the address shown above.
Appropriate signature guarantees have been included with respect to Virginia Gas
Shares for which Special Issuance Instructions and/or Special Delivery
Instructions have been given.

SPECIAL ISSUANCE INSTRUCTIONS SPECIAL DELIVERY INSTRUCTIONS
(See Instructions 1, 4, 5 and ) (See Instructions 1, 4 and 6)
To be completed ONLY if the certificate(s) for the NUI To be completed ONLY 1f the certificate(s) for the NUI
Shares and any fractional share check are to be 1ssued in Shares and any fractional share check are to be sent to an
the name of scmeone other than the registered owner address other than that shown on the above label.

appearing on the above label.

Issue and mail the certificate(s) and check to: Mail the certificate(s) and check to:
Name Name
(Please Prant) (Please Print)
Address: Address:
{Include Zip Code) (Include Zip Cocde)
(Tax Identifaication or Social Security No.) { ] Please check this box 1f this is also a change of

address for your account.

MEDALLION SIGNATURE GUARANTEE
(Required ONLY if you have chosen to complete
the Special Issuance or Delivery Instructions on the prior page)

Signature(s) Guarantee:

{Authorized Signature, Title)
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Shares of Common Stock of
NUI Corpcration

Page 126 of 134

Name and Address of Regilstered Holder(s) Certificate(s) Enclosed
(If blank, please fill in, exactly as name {Please list below -
appears on Share Certificate(s))* attach additional sheet if necessary)
Certificate Number(s) Number of Shares

* Attach Schedule 1f needed.

This Letter of Transmittal should be preomptly (1) completed and signed in
the space provided on page 3 hereof and in the space provided on the Substitute
Form W-9 on page 7 herecof and (2) mailed or delivered with your certificatel(s)
representing shares of Virginia Gas Company to American Stock Transfer & Trust
Company acting as Exchange Agent {the "Exchange Agent") at the folleowing
address.

IF SENDING VIA U.S. MAIL:

IF SENDING VIA FEDERAL EXPRESS OR OVERNIGHT DELIVERY:

If any or all of your certificates are lost, stolen cr destroyed, ycu should
notify the Exchange Agent for the procedure to be followed to surrender your
shares for exchange pursuant to the merger.

You should read the 1instructions beginning on page 4 of this Letter of
Transmittal carefully before you complete this Letter of Transmittal.

Ladies and Gentlemen:

Pursuant to an Agreement and Plan of Reorganization (the "Reorganization
Agreement™), dated as of June 13, 2000, by and among NUI Corporation ("NUI"),
VGC Acquisition, Inc. ("VGC") and Virginia Gas Company ("Virginia Gas"), the
undersigned hereby surrenders to you as Exchange Agent the stock certificates
{each, a "Certificate™) formerly representing all of the undersigned's shares of
Virginia Gas common stock, par value $.001 per share {the "Virginia Gas
Shares"), listed above in exchange for shares of NUI Common Stock, without par
value, {the "NUI Shares™) calculated on the basis of NUI Shares for each
Virginia Gas Share, with cash being paid to the undersigned for any fracticnal
share, pursuant to the terms of the Reorganization Agreement and as described in
the Proxy Statement/Prospectus, dated October 5, 2000, and mailed to the
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SIGN HERE

Important: Please also complete Substitute Form W-9 on page 7.

(Signature(s) of Registered Owner(s))

{(Must be signed by registered owner(s) exactly as name(s) appear({s) above or by
person(s) authorized to become registered owner(s} of certificates as evidenced
by endorsement or stock powers or documents transmitted herewith. If signed by
an attorney, trustee, executor, administrator, guardian, officer or other person
acting 1n a fiduciary or representative capacity, the capacity of the person
should be indicated.)

{Please print)

Capacaity (Full Title), a1f applicable:

Address:

INSTRUCTIONS

A former stockholder of Virginia Gas will not receive the NUI Shares and
any fractional share check in exchange for such holder's Certificates
representing Virginia Gas Shares until ALL Certaificates owned by such holder
are received by the Exchange Agent at the address set forth on page 1, together
with such documents as the Exchange Agent may require, and until the same are
processed for exchange by the Exchange Agent. No interest will accrue on any
amounts due.

1. Guarantee of Signatures. No signature guarantee on this Letter of
Transmittal is required (1) if this Letter of Transmittal is signed by the
registered holder of the Virginia Gas Shares surrendered herewith, unless such
holder has completed either the box entitled "Special Issuance Instructions" or
the box entitled "Special Delivery Instructions™ on this Letter of Transmittal,
or (2} 1f such Virginia Gas Shares are surrendered for the account of a member
firm of a registered national securities exchange, a member cf the National
Association of Securities Dealers, Inc., a commercial bank or trust company
having an office or correspondent in the United States, or any other "eligible
guarantor 1nstitution” as such term is defined in Rule 17Ad-15 under the
Securities Exchange Act of 1934, as amended (collectively, "Eligible
Institutions™). In all other cases, all signatures on this Letter of Transmittal
must be guaranteed by an Eligible Institution that is a member of the Medallion
Signature Guarantee Program.

2. Delivery of Letter of Transmittal and Certificates. Please do not send
the Certificates directly to NUI or Virginia Gas. The Certificates, together
with this Letter of Transmittal, properly completed and duly executed, or a
facsimile hereof, and any other documents required by this Letter of
Transmittal, should be delivered to the Exchange Agent at the address set forth
on page 1 of this Letter of Transmittal.

The method of delivery of Cert:ficates and any other reguired documents
is at the election and risk of the owner. However, 1f Certificates are sent by
mail, 1t 1s recommended that they be sent by registered mail, properly insured,
with return receipt requested. Risk of loss and title to the Certificates
shall pass only upon delivery of the Certificates to the Exchange Agent.
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All guesticns as to validity, form and eligibility of any surrender of any
Certificate hereunder will be determined by NUI (which may delegate power in
whole or in part to the Exchange Agent) and such determination shall pe final
and binding. NUI reserves the right to waive any irregularities or defects 1in
the surrender of any Certificates. A surrender will not be deemed to have been
made until all irregularities have been cured or waived.

3. Inadequate Space. If the space provided herein 1s inadequate, the
Certificate numbers and the numbers of Virginia Gas Shares represented thereby
should be listed on a separate schedule attached hereto.

4. Signatures on Letter of Transmittal, Stock Powers and Endorsements. If
this Letter of Transmittal is signed by the registered holder of the
Certificates surrendered hereby, the signature must correspond exactly with
the name written on the face of the Certificates without alteration,
enlargement or any change whatsoever.

If the Certificates surrendered hereby are owned of record by two or more
joint owners, all such owners must sign this Letter of Transmittal.

If any surrendered Virginia Gas Shares are registered in different names on
several Certificates, it will be necessary to complete, sign and submit as many
separate Letters of Transmittal as there are different registrations of
Certificates.

When this Letter of Transmittal 1s signed by the registered owners of the
Certificates listed and surrendered herewith, no endorsements of the
Certificates or separate stock powers are required.

4

If this Letter of Transmittal 1s signed by a person other than the
registered owner of the Certificates listed, such Certificates must be endorsed
or accompanled by appreopriate stock powers, 1n either case signed by the
registered owner or owners or a person with full authority to sign on behalf of
the registered owner. Signatures on such Certificates or stock powers must be
guaranteed by an Eligible Institution that is a member of a Medallion Signature
Guarantee Program. See Instruction 1.

If this Letter of Transmittal or any Certificates or stock powers are
signed by a trustee, executor, administrator, guardian, attorney-in-fact,
officer of a corporaticn or cothers acting i1n a fiduciary or representative
capacity, such persons must so indicate when signing, must give his or her full
title in such capacity, and evidence satisfactory to the Exchange Agent of his
or her authority to so act must be submitted. The Exchange Agent will not
exchange any securities until all instructions herein are complied with.

5. Stock Transfer Taxes. In the event that any transfer cr other taxes
become payable by reason of the issuance of the NUI Shares in any name other
than that of the record holder, such transferee or assignee must pay such tax to
the Exchange Agent or must establish to the satisfaction of the Exchange Agent
that such tax has been paid or 1s not applicable.

6. Special Issuance and Delivery Instructions. Indicate on the "Special
Issuance Instructions" or the "Special Delivery Instructions" box the name and
address of the person(s) to whom the NUI Shares and any fractional share check
are to be sent 1f different from the name or address of the perseon{s} signing
this Letter of Transmittal.

7. Substitute Form W-9. Each surrendering shareholder is required to
provide the Exchange Agent with such holder's correct Taxpayer Identification
Number ("TIN") on the Substitute Form W-9 on page 7 and to certify whether such
holder 1s subject to backup withholding. Failure to provide such informaticn en
the form may subject the surrendering holder tc federal income tax withholding
at a rate of 31% on payments made to such holder with respect to the NUI Shares.
If such holder 1s an individual, the TIN is the individual's social security
number. A holder must cross out item (2) in Part 2 of Substitute Form W-9 1f
such holder is subject to backup withholding. The box 1n Part 3 of the form
should be checked if the surrendering holder has not been issued a TIN and has
applied for a TIN or intends to apply for a TIN in the near future. If the box
in Part 3 is checked, the surrendering holder must also complete the Certificate
of Awaiting Taxpayer Identification Number on page 7 in order to avoid backup
withholding. If you have checked the box in Part 3 and do not provide the
Exchange Agent with a properly certified TIN within 60 days, the Exchange Agent
w1ll withheld 31% of reportable payments made thereafter, unless a properly
certified TIN is received by the Exchange Agent prior to payment. See "Important
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Tax Information™ on page 6.

8. Lost, Stolen or Destroyed Certificates. If your Certificate(s) has been
lost, stolen or destroyed, please notify the Exchange Agent at the address
listed on page 1.

9. Information and Additional Copies. Infeormation and additional copies of
this Letter of Transmittal may be obtained from the Exchange Agent by writing to
the address or calling the number listed on page 1 of this Letter of
Transmittal.

IMPORTANT TAX INFORMATION

Under federal income tax laws, a holder who receives payments with respect
to NUI Shares received 1n the merger (including any subkseguent dividends) is
required by law to provide the payer with such holder's correct TIN on
Substitute Form W-9 on page 7. If such holder 1s an individual, the TIN 1s the
individual's social security number. If the correct TIN is not provided, a $50
penalty may be imposed on the holder by the Internal Revenue Service, and any
payments made with respect to NUI Shares (including any subsequent dividends)
may be subject to backup withholding.

Certain holders (including, among others, all corporations and certain
foreign individuals) are exempt from these backup withholding and reporting
requirements. Exempt holders should indicate their exempt status by checking the
box in Part 4 of Substitute Form W-9 on page 7. In order for a foreign
individual to qualify as an exempt recipient, such individual must submit a
statement, signed under penalties of perjury, attesting to such individual's
exempt status. Forms of such statements may be obtained from the Exchange Agent.
See "Guidelines for Certification of Taxpayer Identification Number on
Substitute Form W-9" on page 9 for additicnal instructions.

I1f backup withholding applies, the payer is required to withhold 31% of any
payments made to the holder or other payee with respect to NUI Shares. Backup
withholding is not an additional tax. Rather, the Federal income tax liability
of persons subject to backup withholding will be reduced by the amount of tax
withheld. If withholding results i1in an overpayment of taxes, a refund may be
obtained from the Internal Revenue Service.

Purpose of Substitute Form W-9

To prevent backup withholding on payments made with respect to securities,
the holder 1s required to notify the payer of such holder's correct TIN by
completing the Substitute Form W-9 below, certifying that the TIN provided on
the form 1s correct (or that such holder 1s awaiting a TIN) and certifying that
(1) such heolder is exempt from backup withholding, (2) such holder has not been
notified by the Internal Revenue Service that the holder 1s subject to backup
withhelding as a result of a failure to report all interest or dividends or (3)
the Internal Revenue Service has notified such heolder that such holder 1s no
longer subject to backup withholding.

©
PAYER'S NAME: NUI Corporation

SUBSTITUTE Part 1 - PLEASE PROVIDE YOUR TIN IN

THE BOX AT THE RIGHT AND CERTIFY BY — ~= == — = oo e e e
FORM W-9 SIGNING AND DATING BELOW. Social Security Number(s)

OR
{See Instruction 7)
Employer Identification Number (s)

Please fill in your name and address
below. e e e e e e e e e e

Part 2 - Certification -- Under penalties of perjury, I
————————————————————————————————————— certify that:
Name Part 3~-

(1) The number shown on the form is my correct Awaiting TIN (1
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5. Adult and minor (joint The adult or, 1f the minor is 13. Association, club or The organization
account) the only contributer, the other tax-exempt
minor (1) organization
6. Account in the name of The ward, minor, or 1ncompetent 14. A broker or registered The broker or nominee
guardian or committee for a person(3) nominee

designated ward, minor or
incompetent person

7. a. The usual revocable The grantor-trustee(l) 15. Account with the The public entaity
savings trust account Department of
{grantor 1s also Agriculture in the
trustee)

name of a public
entity (such as a
state or local
government, school
district or prison)
that receives
agricultural program

payments
b. So-called trust The actual owner{l
account that is not a
legal or valid trust
under state law
8. Sole proprietorship account The owner(4)
(1) List farst and circle the name of the person whose number you furnish.
(2) Circle the minor's name and furnish the minor's social security number.
(3) Circle the ward's, mincor's or incompetent person's name and furnish such
person's social security number.
(4) Show the name of the owner.
(5) List first and circle the name of the legal trust, estate or pension
trust.
NOTE: If no name is circled when there 1s more than one name, the number

will be censidered to be that of the first name listed.

8

GUIDELINES FOR CERTIFICATION OF TAXPAYER IDENTIFICATION
NUMBER ON SUBSTITUTE FORM W-9

OBTAINING ANY NUMBER
If you don't have a taxpayer identification number or you don't know your

numpber, obtain Form SS-5, Application for a Social Security Number Card, or Form
S5-4, Application for Employer Identafication Number, from you local office of
the Social Securaty Administration or the Internal Revenue Service and apply for
a number.
PAYEES EXEMPT FROM BACKUP WITHHOLDING
Payees specifically exempted from backup withholding on payments of interest,
dividends and with respect to breker transactions include the following:

A corpeoration.

A financial institution.

An organization exempt from tax under section 501 (a), or an individual
retirement plan, or a custodial account under section 403(b) (7).

The United States or any agency or instrumentality thereof.

A state, the District of Columbia, a possession of the United States
or any subdivision or instrumentality thereof.

A foreign government, a political subdivision ¢f a foreign government,
or any agency or instrumentality therecf.

An international organization or any agency or instrumentalaty
thereof.

. A registered dealer in securities or commodities registered in the
U.S. or a possession of the U.S.

A real estate investment trust.

A common trust fund operated by a bank under section 584 (a).
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Address (number and street)

{Ci1ty, State and Zip Code)

Department of the Treasury
Revenue Service Internal

Payer's Request for Taxpayer
Identification Number (TIN)

Page 131 of 134

Taxpayer Identification Number (or I am walting

----- for a number to be 1ssued to me) and

{2) I am not subject to backup withholding because

***** {a) I am exempt from backup withholding, or (b) I Part 4 -- For Payee Exempt

have not been notified by the Internal Revenue
Service ("IRS5™) that I am subject to backup
withholding as a result of failure to report all

from Backup Withholding

interest or dividends or (c) the IRS has notified Exempt [
me that I am no longer subject to backup
withholding.

Certification Instructions -- You must cross out Item (2) in Part 2 above 1f you

have been notified by the IRS that you currently are subject to backup
withholding because of under-reporting interest or dividends on your tax return.
However, 1f after being notified by the IRS that you were subject to backup
withholding, you received another notification from the IRS stating that you are
no longer subject tc backup withholding, do not cross out Item {2). If you are
exempt from backup withhclding, check the box in Part 4 above.

SIGNATURE:

NOTE: Failure to complete and return this form may result in backup withholding
of 31% of any payments made to you pursuant to the merger. Please review
the guidelines on pages 8 and 8 for additional details.

You must complete the following certificate 1f you checked
the box in part 3 of Substitute Form W-9.

CERTIFICATE OF AWAITING TAXPAYER IDENTIFICATION NUMBER

I certify under penalties of perjury that a taxpayer identification number has

not been 1ssued to me, and either

(a) I have malled or delivered an application

to receive a taxpayer identification number tc the appropriate Internal Revenue
Service Center or Social Security Administration Office or (b} I i1ntend to mail
or deliver an application i1n the near future. I understand that until 1 provide
a taxpayer identification number, 31% of all reportable payments made to me will
be withheld.

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 two hyphens:

i.e., 000-00-0C00C. Employer i1dentification numbers have nine digits
separated by only one hyphen: i.e., 00-0000000. The table below will help
determine the number to give the payer.

1. An individual's account

2. Two or more individuals
{joint account)

3. Husband and wife (joint
account)

4. Custodian account of a
minor (Uniform Gift to
Minors Act)

http://ccbn.tenkwizard.com/print.php?repo=tenk&ipage=1221033&attach=ON&doc=1

Give the SOCIAL SECURITY Give the EMPLOYER

number of-- For this type of account: IDENTIFICATION number
The indiviadual 9. A valaid trust, estate, The legal entity (Do not fu
or pension trust the identifying number of t

personal representative or
unless the legal entity its
not designated in the accou
title. ) (5)

The actual owner of the account, 10. Corporate account The corporation

or, if combined funds, any one
of the individuals(l)

The actual owner of the account 11.
or, if joint funds, either
person (1)

Religious, charitable The organization
or educational

organization account

The minozr(2) 12. Partnership account
held in the name of
the business

The partnership
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An exempt charitable remainder trust, or a non-exempt trust described
1n section 4947(a)(1).

. An entity registered at all times under the Investment Company Act of
1940.

A foreign central bank of i1ssue.

Payments of dividends and patronage dividends not generally subject to
backup withholding include the following:

Payments to nonresident aliens subject to withholding under section
14471.

. 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 1s not paid
1n money.

. Payments made by certain foreign organizations.

: Payments made to a middlieman 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
1nclude the feollowing:

Payments of interest on obligaticns 1ssued by individuals. Note: You
may be subject to backup withholding 1f this interest 1s $600 or 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 1n 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 paid to payer.

Exempt payees described above should file Substitute Form W-9 to avoid possible
erronecus backup withholding.

FILE THIS FORM WITH THE PAYER, FURNISH YOUR TAXPAYER IDENTIFICATICON NUMBER,
WRITE "EXEMPT"™ ON THE FACE OF THE FORM, AND RETURN IT TO THE PAYER. IF THE
PAYMENTS ARE INTEREST, DIVIDENDS OR PATRONAGE DIVIDENDS, ALSC SIGN AND DATE THE
FORM.

Certain payments other than interest, dividends and patronage
dividends, that are not 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 -- Secticn 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 reciplents are
required to file tax returns. Payers must 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 FCR FAILURE TO FURNISH TAXPAYER IDENTIFICATION NUMBER. -— If you
fail to furnish your taxpayer identification number to a payer, you are subject
to a penalty of $50 for 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 backup withholding, you are subject to a penalty of $500.
(3) CRIMINAL PENALTY FOR FALSIFYING INFORMATION. -- Falsifying certifications or

affirmations may subject you to criminal penalties including fines and/or
imprisonment.

FOR ADDITIONAL INFORMATION CONTACT YOUR TAX CONSULTANT OR THE INTERNAL REVENUE
SERVICE,

</TEXT>
</DOCUMENT>
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