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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION 

In re : Application of City Gas 
Company of Florida (a Division 
of NUl Corporation) for authority 
for NUl Corporation to issue and 
sell securities during the twelve 
months ending September 30, 1998 

Docket No. ~"7 / qtf? - tf!} 

Filed: October 17, 1997 

APPLICATION OF CITY GAS COMPANY OF FLORIDA 
(A DIVISION OF NUl CORPORATION) FOR AUTHORITY 

FOR NUl CORPORATION TO ISSUE ANP SELL SECURITIES 

Pursuant to Chapter 25-8, Florida Administrative Code, and Section 366.04 , 

Florida Statutes, City Gas Company of Florida (a division of NUl Corporation) (.,City 

GasH), submits this application for authority for NUl Corporation ("NUl" ) to issue and 

sell securities during the 12-month period beginning November 15, 1997 (or as soon 

thereafter as possible) and ending September 30, 1998. City Gas requests authority 

to issue and sell up to $30 million in equity and long-term debt. City Gas also 

requests authority to exceed the otherwise applicable limit on short-term debt, as 

explained below. In support of this request, City Gas provides the following 

information: 

1 . Npme and Addre11 of Aoollcant: The exact name of the Applicant and 

the address of its principal business office is: 

City Gas Company of Florida 
(a Division of NUl Corporation) 
955 East 25'h Street 
Hialeah, Florida 33013 3498 

2. Pate and Place of lncorooratton: City Gas, a public utility since 1960, 

serves Brevard, Broward, Dade and St. Lucie Counties, and is an operating division of 

OOC'~ .., r 'i· "''"'0 !"'l-OATE 

I 0 7 2 3 OCT I 7 ~ 
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NUl. NUl was incorporated in 1969 under the laws of New Jersey. 

NUl operates its gas utility systems in Florida, North Carolina, Maryland, 

Pennsylvania and New York under a common divisional management. Collectively, 

they comprise the "Southern Division• of NUl. NUl ' s other gas utility operations, 

which are conducted in New Jersey, comprise the "Northern Division" of NUl. 

3. Persona to Recelye Notlcet: The names and addresses of the persons 

authorized to receive notices and communications with respect to this application are: 

Joseph A. McGlothlin 
McWhirter, Reeves, McGlothlin, 

Davidson, Rief & Bakas, P.A . 
117 S. Gadsden Street 
Tallaha:;see, FL 3~ .01 

Michael A. Palecki 
Vice President - Regulatory Affairs 
Southern Division of NUl Corporation 
955 E. 25'h Street 
Hialeah, FL 33013-3498 

Robert F. Lurie 
Vice President and Treasurer 
NUl Corporation 
560 Route 202-206 
P.O. Box 760 
Bedminster, NJ 07921 -0760 

4. Principal Offlcera: The names, titles and addresses of the principal 

officers of the Southern Division of NUl Corporation are as follows: 

Lyle C. Motley, Jr. 

Rand W. Smith 

President 

VIce President 
Finance 
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Address 

Hialeah, FL 

Hialeah, FL 



Richard Wall 

Carl Smith 

Michael A . Palecki 

James Turpin 

Vice President 
Operations, Florida 

Vice President 
Marketing 

Vice President 
Regulatory Affairs 

Hialeah, FL 

Addre11 

Hialeah, FL 

Hialeah, FL 

Vice President Reidsville, NC 
Operations, Penn & Southern 

5. Nature and Extent of Butlnesa: City Gas is engaged in the transmission 

and distribution of natural gas to approximately 97,000 customers in Dade, Broward, 

Brevard and St. Lucie Counties. 

6. Brief Dttcrlotion of Facllltiea: C1ty Gas owns approximately 2, 560 miles 

of steel and plastic mains for the distribution of natural gas In Florida, as well as gate 

stations, meters and related equipment. The Company also owns real property in 

Dade, Broward, Brevard and St. Lucie Counties in Florida. City Gas' owned properties 

include a general office building in Hialeah, Florida, that serves as its headquarters and 

service center from which City Gas dispatches service crows and conducts 

construction and maintenance activities for its Miami division, and another office 

facil ity in Rockledge, Florida. 

7. Statement of Coottal Stock and Funded Debt: As of September 30, 

1997, the Capital Stock of NUl consisted of ( 1) Common Stock, No Par Value, of 

which 30,000,000shares were authorized, 12,427,218 were outstanding and 98,495 

were reacquired by NUl, of which none were pledged by NUl, owned by affiliated 
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corporations, or held in any fund; and (2) Preferred Stock, of which 5,000,000 shares 

were authorized and of which none have been issued. 

8 . As of September 30, 1997, the funded Debt of NUl consisted of the 

following (of which none is reacquired, pledged, held by affiliates or held in any 

company fund) : 

Descriotjon Outetandlog 

8 .35% Medium-Term Notes, Series A, due February 1. 2005 $50,000,000 

7 .125% M~dium-Term Notes, Series A, due August 1, 2002 $20,000,000 

6.40% Brevard County Industrial Development $20,000,000 
Revenue Bonds, due October 1, 2024 

New Jersey Economic Development Authority Bonds: 

5. 70% due Oct ber 1 $54,600,000 

6.35% due October 1, 2022 $46,500,000 

Variable Rate due June 1, 2026 $39,000 ,000 

9. NUl has deposited in trust the unexpended portion of the net proceeds 

from the 6.40% Brevard County Industrial Development Revenue bonds, until drawn 

upon for eligible expenditures. As of September 30, 1997, the total unexpended 

portion held in trust, including intE'rest thereon, was $13,519,503. 

PROPOSED ISSUANCES 

10. City Gas requests authority to issue and sell, in the aggregate, a total of 

$30 million of equity and long term debt during the period November 15, 1997-

September 30, 1998. 
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11 . The equity securities for which authority is sought herein will be for 

employee benefit plans, incentive compensation plans, and continuous investment 

programs offered to shareholders throughout the yPar. The Company anticipates that 

it will issue approximately 260,000 shares of common stock to these various plans 

in fiscal year ending September 30, 1997. 

12. The Company may also issue medium term notes in an amount up to 

$20,000,000 if market conditions and interest rates are favorable. 

13. The issuance and sale of equity securities and medium term debt 

securities may be through either negotiated underwritten public offering at competitive 

bidding, direct public or private sale, sale through agents, or distributions to security 

holders of NUl or affiliated companies, including sales of equity securities through 

employee benefit plans, incentive compensation plans, and continuous investment 

programs offered to shareholders, directors, employees, customers and residents of 

the states in which NUl does business. 

14. City Gas also requests authority to issue and sell short-term debt at levels 

not to exceed 25% of the par value of other outstanding securities during the period. 

The short-term indebtedness will consist of borrowings under NUl's outstanding lines 

of credit, or through other short-term facilities. 

15. Based upon the rates applicable to comparable securities in the current 

market, NUl estimates that the interest rates on the short-term indebtedness will be 

between 6.0% and 6.6%. The actual interest and dividend rates on the securities will 

be determined by the market conditions at the same time the securities are issued and 
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sold. 

PURPOSES OF ISSUES 

16. The equity issuances will be used to meet the requirements of the plans 

and programs identified in paragraph 11 above. If issued, the proceeds of the medium 

term notes would be used to finance the Company's construction program and/or for 

general corporate purposes relating to the provision of utility service, including, for 

example, improvements or additions to the Company's information management 

system. 

17. During periods in w ,.;n interest rates on short-term indebtedness are 

favorable relative to the cost of alternative sources of capital, the Company finances 

on a short-term basis in order to take advantage of the temporary opportunity to lower 

its cost of service for the benefit of its ratepayers. NUl seeks authority to exceed the 

5% statutory threshold of section 366.04(1), Florida Statutes, if a short term financing 

strategy is advantageous for City Gas and its ratepayers. If given this authority, NUl 

would not exceed a 25% threshold without obtaining additional approval. The 

additional short-term indebtedness for which NUl seeks authority would be used to 

finance portions of NUl's construction programs, pending refinancing through the 

issuance of equity or long-term securities at a later date depending upon prevailing 

market conditions. 

FACTS SUPPORTING LEGALITY. NECESSITY OR APPROPRIATENESS 

18. Proceeds from the issuances for which NUl seeks authority herein will be 

used to enable NUl to perform its obligation to manage and operate its utility 
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businesses so as to continue to provide reliable and economical service to its 

customers in its rapidly growing service areas. The purposes for which NUl seeks 

authority to issue the described securities are consistent with and will not impair the 

proper performance by City Gas as a public utility. The issuance of the securities will 

enable City Gas to perform that service; is for a lawful object with the corporate 

purposes of the applicant; and is reasonable, necessary, and appropriate to provide 

reliable and economic service to its customers in its rapidly growing service area. 

1 9. The names and addresses of counsel who will pass upon the legality of 

the proposed issuances are: 

Regulatory Counsel: 

Jose'>h A. McGlothlin 
McWhirter, Reeves, McGlothlin 
Davidson, Rlef & Bakes, P.A. 

11 7 S. Gadsden Street 
Tallahassee, Fl 32301 

General Counsel : 

James Van Horn 
NUl Corporation 
550 Route 202-206 
P.O. Box 760 
Bedminster, NJ 07921 -0760 

20. A Registration Statement w ith respect to each public sale of securities 

hereunder which is subject to and not exempt from the registration requirements of 

the Securities Act of 1933, as amended, will be filed with the Securities and Exchange 

Commission, 450 Fifth Street N.W ., Washington D.C. 20549. 

21 . There is no measure of control or ownership exercised by or over the 

company as to any other public utility. NUl is not a member of any holding company 

system. 

22. The following exhibits required by Rule 25-8.003, Florida Administrative 

Code are anached: 
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Exhibit A: Financial statements of NUl (Form lOK for the Fiscal Year 
Ended September 30, 1996 and form 1 0-0 for the Quarter Ended 
December 31 , 1996, March 31, 1997, and June 30, 1997) 

Exhibit B-1: Estimated Projected Sources and Uses of Funds for NUl for 
the Twelve Months Ended September 30, 1998. 

Exhibit B-2: Estimated Construction Spending for City Gas Company of 
Florida for the Twelve Months Ended September 30, 1998. 

WHEREFORE, City Gas Company of Florida, a Division of NUl Corporation, 

reQuests the Commission to enter an Order authorizing NUl to issue and sell long-term 

debt and equity securities in amounts not to exceed $30 million in the aggregate, 

during the period beginning November 15, 1997 or as soon thereafter as possible and 

ending September 30, 1998 and also authorizing NUl to issue short-term debt not to 

exceed ~5% of the par value of other outstanding NUl securities during the same 

period. To facilitate the ability of NUl to position itself to take advantage of favorablle 

conditions in the capital markets, NUl respectfully asks the Commission to expedite 

its consideration of this application. 

Attorney for City Gas Company of Florida 
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SECURITIES AND EXCHANGE COMMlSSION 

Washinaton. oc 20549 

FORM 10-K 
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For tbe Fiscal Year Eaded September 30, 1996 CoMmission •·n~ II 1-aJSJ 

NUl CORPORATION 
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New Jeney 
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Securities registered pursuant to Section 12(g) of the Act: None 
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Item I . BusiDess 

NUl Corporation 

Anau.J Rcpon on Form IO.K ror the 
Fisall Year Elided ~pttmber JO, 1996 

PART I 

NUl Corporation ("NUl" or the •company") was incorporated in New Jersey in 1969, and i.s engaged primarily in the 

sale and transportation of natural ps. The Company scrves more tlwl3S9,000 utility customers in six sta~ through its 

Northern and Southern operating divWons. The Northern Division operates in New Jmey as Elizabethtown Gas 
Company. The Southern Division was formed eff~ive Apil I, 199S through the coilS< ' ;d.111on of the Company's City 
Gas Company of Florida and Pennsylvania&. Southern Gas Company ("PSGS") opm· ..,,,, (see Note 3 of the Notes to 

the Consolidated Financial Statements). PSGS, which operated as North Carolina Oas Service, Elkton Gas Service 
(Maryland), Valley Cities Oas Service (Pennsylvania) and Waverly Oas Service {New Yorlc), was acquired by the 
Company on April 19, 1994 (see Note 2 of the Notes 10 the Consolidated Financial Statements). 

In addition 10 gas distribution operations, the Company provides mail gas sales and relaled scrviccs through its NUl 
Energy. Inc. subsidiary (formerly Nanual Gas Services, ln.;.); bill processing and related customer scrvteeS for utilities 
and municipalities through its Utility Business Services. Inc. subsidiary (formerly Ulility Billing Services. Inc.): and 
wholesale energy brokerage and related services through its NUl Energy Brokers, Inc. subsidiary. 

The principaJ exec tive offices of the Company are located at SSO Route 202-206, Box 760. Bedminster, NJ 
07921-0760; telephone: (908) 781-0SOO. 

Territory aod Customers ~rved 

See hem 6 - •Selected Financial Data-Summary Consolidated Operating Data" for summary infonnation by customer 
class with respect 10 operatin& ~enues, gas volumes sold or tnuuportcd and average utility customers served. The 
Comp;10y's utility operatioos serve more than 3S9,000 eus1omers, of which approximately 6?-1. arc rn New Jersey and 
33% arc in the Southern Division ~. Approximately S4% of the Company's utility customers arc residential and 
commercial customers that purchase gas primarily for space heatmg. The Company's openting revenues for fasca l 1996 
amounted to $469 million, of which approximmly 66% ~as gencrated by utility operations in the Nonhero Division, 
22% was generated by utility operations in the Southern Division states and 12-!. by the Company's unregulated 
activities. Gas volumes sold or transported in fiscal 1996 amounted to I OS. 7 mill ion Mcf, of which approximately 65°!. 

was sold or transported in New Jersey, I?-!. was sold or transported in the Southern Division states and 18% 
represented unregulated sates. An Mcf is a basic unit of measurement for natural gas comprising 1,000 cubic feet of 
gas. 

Northtm Divisloa The Company, through its Northern Division, provides gas service to approximately 239.000 
customers in franchised territories within seven counties in cen118l and northwestern New Jersey. TI1e Nonhcm 
Division's 1,300 square-mite service territory has a total population of approximately 9SO,OOO Most of the Nonhero 
Division's customers urc located in derucly-populated central New Jersey. where increases tn lhe number of customers 
nrc pnmarily from conversions 10 ps hcatina from alternative fonns of heating. 



The Nonhem Division's gas volumes sold or tnii:ISpOfted and customers served for the past three flSall yeru-s were as 
follows: 

Cu Voluma Sold or Transported (In thousands or Md) 

.1m 1m 1m 
Finn SaJes: 

Residential 20,862 17.855 20,3 15 
Commercial 11,337 10,.275 11 ,528 
Industrial 4,709 4,595 5,025 

Interruptible Sales 11,885 15,440 14,156 
Unregullled Sales 7,062 1,044 
Transporution SaJes !2..12l .!U21 ~ 
Total 75.§48 66.4 11 ~5.391 

Utility Customen Served (twelve-month average) 

1m 1m 1m 
Firm Sales: 

Residential • Heating 162,156 159.164 155,3 17 
Residential • Non-heating 58.558 59,586 60,95 1 
Commercial 17.232 17,359 16.966 
Industrial 291 387 360 

Lntem"ltible SaJes 72 75 74 
Transpon.asion Services _iQQ ____lli ~ 
Total ~ ~ lli.ID 

Gas volumes sold to the Companys fum customers are sensitive to the weather in New J rscy In flSC-tl 1996. the 
weather in New Jersey was ?V. colder than normal and 23% colder than the prior year, thereby increasing gas Sllles. 
Weather in fl.scaJ 1995 contributed 10 lowet ps Sllet u complied with ftscal 1994, as the ' eather wns 13~~ wanner 
than nonnal and 12% wanner than fiSCal 1994. The Northern Division's tariff contains a w~ther normalization clause 
that is designed to help stabilize the Company's results by increasing amounts dwged to customers when weather has 

been warmer than nonnal and decreasing amounts charged when weather has been colder thM normal. For a fwther 
discussion on variations in revenues. see Item 7, "Management's Discussion and Analysis of Financial Condition and 
Results of Operations". 

The growth in the number of residential heAl in& customers prlnclpnlly reflects the Company'~ marl<etlng emphasis to 
conven residemiaJ noo·beating customers to full gas heating service. Approximately 7Q-At of lhc rcsidcntiJII heating 
customers added in New Jersey since 1991 represented homes that were convened to gas heating from other forms of 
space heating and the remainder consisted of new homes. Approximately 40 new residential developments are at 

various stages of the approval process before municipal planning boards throughout the No hem Division's service 
territory. 

Effective January I, 1995, the New Jersey Board ofPubl~ Utilities (the "NJBPU") authoriud new tariffs designe to 
provide for the unbundling of natural gas uanspona~ ion and sales service to c 'mmercial and industrial cu~tomers. As of 
September 30. 1996. 845 commercial aales cuJtomers had switched to transportation-only service under the new tori IT. 
l>cspitc the trllnSfer to transportation aeJrVIce, the commereial sales marl<et continues to grow. In fiscal 1996, 27 school:s 
and 490 businesses converted to gas heating S)'lkmS with the Company or JWitched from interruptible service to 
commercial ftrm service. The Company also has an economic development program to help spur economic growth and 
jobs creation which provides granu and reduced ra1es for qualifyina buJinesses that sta11 up, rrlooue or c:xp:md within 
designated areas. 
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The Company's industrial customers also have the ability to switch to transportation service and purchnsc their gas from 

other suppliers. The rate charged to transponation customers is less than the rate charged to f11111 industrial and 

commercial sales euslomers because the t:ranspocUtion customer rate does not include any cost of gas component. 

However, the operating mqins from bach rates are substantiaJiy the same. 

The Northern Division's •mtaTUptible" customers have alternative energy sources and use gas on an "as available .. 

basis. Variations in the volume of gas sold or transported to these customers do noc have a significant effect on the 

Company's earnings because, in aa:ordance with New Jersey regulalory ~uirements, ~~ to 95o/o of the margir.s that 

otherwise would be realized on gas sold« transported to interruptible customers are used to reduce gas costs charged to 

fum sales customers. 

The Company provides ps sales and transpOrtation services comprising twenty percent of the primary fuel 

requirements of a 614 mepwaa coaeoetation fac:itity that began commercial operation in New Jersey in July 1992 to 

supply electric power to New York City. In fi.SC&J 1996, sales and transpo!Ulion of gas to this customer accounted for 

approximately 5% of the Company's operating rewnues and approxi~M~ely 7% of total gas sold or transported. The 

Company was authorized by the NJBPU to retain a total of approximately $2.3 million of the operating margins 

realiZed from these sales. The Compeny reached this maximum durina fiscal 1995 and. thm:f~. all margins reali1cd 

from the sale of gas to this customer in ftSCall996 were used to reduce gas COStS charged to f11111 customers. 

ln order to maximize the value of the Company's gas supply portfolio, in ft.scal 1995 the Company began selling 

available gas supply and excess inlerslale pipeline capacity to ocher gas service companies and to customers located 

outside of the Company's service territories. The price of gas sold to these customers is noc regulated by the NJBPU. 

however the NJBPU has authorized the Company to retain 200ft. of the margins realized from these sales. The remaining 

80o/o of these marrlns is used to reduce ps cosu charged to firm customers. 

Southem DMsloa 

C. tty Gas Company of Florida ("CGF"). CGF is the second largest natural gas utility in Florida, supplying gas to over 

97,000 customers m Dade lllld Broward Counties in south Florida. and in Brevard. Indian River and St. Lucie Countu:s 

in central Florida. CGF's service ara.s cover approximately 3,000 square miles and have a popul.atjon of approximately 

1.7 million. 

CGF's gas volumes sold or transported and customers served for the past three fiSCal years wm: as follows: 

Gu Volumes Sold or Tnasported (Ia thousands or Md) 

Finn Sales: 
ResidenriaJ 
Commercial 

Interruptible Sales 
Unregulated Sales 
Transportation Sales 
Total 

) 

2,130 
4,096 
1,259 
1.779 

____1M 
10.148 

1.982 
4,198 
1.533 

1,983 
4,439 
1,958 



Ut.Wty Custom~n Served (~ln-montb aven~c~) 

Firm Sales: 
Residential 
Commercial 

Jntc:nuptiblc Sales 
TranspoiUiion Services 
Total 

92,179 
4,629 

18 

~ 

~ 

90.960 
4.61S 

20 
__.li 

~ 

87.194 
4.S39 

28 
___j 
91.769 

CGF's residential customers pwdwe ps primarily for water heating. cloches drying and cooking. Some customers. 

principally in central Florida, also pwdwe ps to provide space healing during the relatively mild winter season. Year· 

to-year growth in the average number of residential customers primarily rcnects new construction. The rate of 

residential market growth was lower in fiSCal 1996 as com~ with fiSCal 199S renec:t ing the application of more 

selective investtnent feasibility standards. The rate of residential market growth is expected to increase in fiscal 1997 as 

more untral Florida residential projec:ts have qualified for main extensions Wlder the Company's investment feasibility 

st.a.ndan1s. principally reflecting lower Company c:osu to c:omplete projects and more effective llllll'keting prac1ices. 

CGF's commercial business consisu primarily of ICbools, businases and publte facilities. of which the number of 

customers tends 10 increase cooc:urrendy with the continuing growth in population within its service areas. As with its 

residential markets, the Company is seeking to maximize the util~ion of it.s existing mains by emptwiung marketing 

efforts toWard potential commercial business aJoog cbese lines. 

CGF's industrial ..ustomers and certain commercial eus1omers, are served under tariffs applicable to "interruptible:" 

customers. Unlike the Company's Nonhem Division, COF's interruptible customers do not generally have alternative 

energy sources, although their service is on an "as available" basis. The Company retains all of the operating margins 

from sales 10 these c:USlomers. 

Certain commercial and industrial customers have converted their natural gas service from a sales basis to a 

trnnsportation basis. COF's transponation tariff provides margins on IRilSportation services that are substantially the 

same as margins earned on ps saJcs. The Company incends to submit a proposal in fiSCIII 1997 10 the Florida Publte 

Service Commission (the .. FPSCj to offer Wlbundlcd gas service to all of its commercial customers. m as manner 

similar to that currently in place in the Company's Northern Division. 

The Company initialed JWtunll ps xrvicc 10 SL Lucie COWlty in ft.SCal 1993 throuJh the tomll\lc:tion of a il!lt' star ion 

intm:onnec:tion with the intc:rmte pipeline ayskm, acquisition and conversion of an exrJttng Wlderground propane 

system and the exten$lon of mains to potential growth areas withtn the city of Pot1 St. Lucie. The Company 

substantially completed expansion of its mains in f&SCal 1994. The net investment in ut ility plant in the city as of 

September 30, 1996 was $3.8 million and planned additional invcstment in fiSCal 1997 will be S 1.0 million. All of the 

Company's net investment in utility plant in St. Lucie County has been included in detennining the rates authorized by 

the FPSC in November 1996 (see "Regulation"), in«:luding ponions previously excluded in determining roles 

authorized by the FPSC in November 1994. 

During fascal 1996, the Company began selling available gas supply and excess intmtate pipeline capacity to other gas 

service companies and 10 customers loc:alcd outside of the Company's service t.enitories. The price of gas sold to these 

customers is not regulated by the FPSC; however, the FPSC has ordered that SO% of the mq!ns realized from these 

sales be used to reduce gas costs charged to finn eustomers. 

North Carolina Gas Service jNCGS") The Company, through NCGS, provides ps service to approximately 13,100 

customers in Rockingham and S&okes Counties in North Carolina, which territories comprise approximlllely S60 square 

miles. During fisc:al 1996, NCOS 101d or t:ranspOf1Cd approxunmly 3.9 million Mcf of g.u as follows 24•. sold to 

residential customers, 14% 10Jd to commercial c:ustomm , 44% sold to lnduJtrlol customers Wld 18% uwuponc:d to 

commercial and industrial c:ustomen. 
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Elklon Gas Service r'ELkJon j. The Company, throuah Elkton, providu gas SCTVICC to approximately 3.400 customers 

in franchised territories comprising approximately 14 square miles within CeciE County, Maryland During fiscal 1996, 

Elkton sold approximately 603,000 Mer of gas as follows: 34% sold to residenliAI customm. 38"/e sold to commercial 

customers Md 28"/e sold to industrial c:uslomers. 

Valley Cltle.r Ga.r Seviu ("VCGSj and WD\ItTQI Gas Sevicc ("WGS") VCGS and WGS provtdc: gJU KrYicc to 

approximately 6,100 customers in franchiled territories comprising 104 squ.arc miles within Bradford County. 

Pennsylvania and the Village of Waverly, New Yort and SUIT'OUnding an:as, ll'eSP"flvely. During ft.1eal 1996, VCGS 

and WGS sold or t.ransported approximately 3.9 million Mcf of gas as follows: IS% sold to residential customers, r,. 
sold to commercial customers. 9% sold to industrial customers and 68% transponed to commercial and industnal 

customers. 

Gas Supply and Openatioas 

In recent years, the gas industry has been undergoing structural changes in respome to policies of the Federnl Energy 

Regulatory Commission (the "FERC") and local ~gulatory commissions designed to incrc:asc competition. 

Traditionally. interstate pipelines were wholesalen of MlUnll gas to local distribution companies and gc:nernlly did not 

provide separate transportation or other services for ~ific customers. ln 1985, the FERC adopted Order No. 436 that 

encouraged interstate pipelines to make transportation of ps available to customers on a non-discriminatory basis. Sudl 

voluntary "open acx:ess" by c:a1ain in1erst.ate pipelines cnhanc:cd the oppot'tUnity for local gas distribution companies 

and industrial customers to purcbase nmnJ gas dltec:tly from gas producers and ochers. In 1992. the FERC issued 

Order No. 636 that, amana other thlng.s, mandated the separatloo or "unbundling" of intet'SWe pipeline sales. 

nnsponation and storage services and established guidelines for capacity manqement efT~ivc in 1993. In fiSCal 

1995, the NJBPU mbundled the services provided and the rates charged to New Jersey commercial and small industrial 

customers as weU. The transition to more competitive rates and services has the effect of increasing the opponunity for 

local gas distribution companies, and iodustria.l and commercial customeR to purthase naruraJ gas from alternative 

~ources. while increasing the potential business and ~latory risk borne by a local gas distribution company wit.h 
respect to the ac:qui5itioo and management of natural gas savi<:a. 

Under Order No. 636 the pipeline companies are pas.sina through to their cwtomers lnlll5ition costs associated with 

mandated restructuring, such as costs resulting from buying out unm!Wetablc pi purcl\ose eontracb The Comp:ll\y 

has been charged approximately S II million of such costs through September 30, 1996. All of such costs. except for 

costs incurred by the Company's Pennsylvania opcradon, have been authoriz.ed for recovery through the Company·s 

purchased gas adjustment clauses. The Company has receotly filed for and expects full recovery of such costs in 

Pennsylvania. The Company currently estimates that lu remaining Order No. 636 transition obhgntion will be 

approximately $7 million, wltidl it expects also to rccover through its purchased gas adjUStment clause-s as these costs 

are incumd. This transition obligation is subject to change based upon fut~ FERC filings by the Company's pipeline 
suppliers. 



The Company endeavors to utilize its p.ipeline ctpaeity efficiently by matching capacity to its 103d profile to the extent 

feasible. To this end, the Company has had a broad unbundled service tariff for catain of its customers since 1987. Th~ 

Company continues 10 avail itself of opportunities to Improve the utilizalion of its pipeline capacity by pursuing broad 

based customer growth, including off-peak tnarkets and utilizing capacity release and off-system sales opponunities 

afforded by Order No. 636 when operationally feasible. 

The Company's gas supply during fi3Cal 1996 carne from the following sources: approximately 5~~ from purchases 

under contracts with primary pipeline suppliers and additional purchases under their filed tnrifl's: approximately 95~. 

from purchases from various producers and gas marketers, and purchases under long-term contracts with independent 

producers and less than 1% from propane and liquefied natural gas ("LNOw). The Company manages its gas supply 

portfolio to assure a diverse, reliable and secure supply of natural gas at the lowest reasonable cost. In fiscal 1996. the 

Company's largesa single supplier eceounted for 13% of the Company's toeaJ gas purchases. 

The Company has loog-tenn gas delivery contracts with seven interstate pipeline companies. Under these controcts. the 

Company has a right to delivery, on a fum year-round basis, of up to 92.2 million Mcf of natu:ml &as annUAlly with o 

maximum of approximately 273,000 Mcf per day. Both the pric:e and conditions of service under these contracts 3I'C 

regulated by the FERC. 

The Company has long-tenn gas pwdwe coolrld:S for the supply of natural gas for its system w1th eight suppliers, 

including two interstate pipeline companies, three ps mancetm and three in<kpmdent producers. The Company also 

has a long-term supply and delivery c:ontrlet w:lb an lntcrswe pipeline. Under ilhc:se conlnlcts, the Compv~y has a right 

to purchase, on a fum year-round basis, up to 37.9 million Mcf of natuml gas nnnunlly with a muimum of 
approximately 11 2,000 Mcf per day. In order to achieve pater supply flexibility, the Company recently allowed th~ 

long·tenn gas supply contrac:ts to expire at the conclusion of their primary tcnru. As 1 result., the Company has reduced 

its fiXed 'llS cost obligations. The Company has rq>Jaccd these supplies with boch spot market gas and shorter-term, 

seasonal fmn supply, thus reducing the average &enn of its long·te:rm obliptions. In addition, the Company has access 

to spot market ps throu&h the~ pipeline system to supplement or rq>lace, on a short-term basts, ponions of its 

long-term gas purclwe conlr8CU when suc:h ICtions can reduce overall gas cosu or are necessary to supply interruprible 

customers. In f~SC:al 199S, the Company, along with seven other Northeastern and Mid-AIIantic gas distribution 

companies, fonncd the East Coast Natural Gas Cooperative LLC (the "Co-op•). The Co-op wns fonned with the goal of 

jointly managing certain ponJons of the members' gas supply ponfolios, to increase reliability and reduce costs of 

service to customm, and to improve the competitive position of the: member ~PM!es. Pwti~ipation In and rehnncc 
upon ceruin contractual ammgements among Co-op membcn has allowed the Company to reduce costs associaled 

with wmter services. 

In order to have available suffiCient quantities of gas during the healing season. the Company stores gas during 

non-peak periods and pun:hases supplemental gas, including propane, LNG and g.as available under controcts with 

certain large cogeneration c:ustomm, as it deems necessary. The storage conlniCIS provide the Comp411y with an 

aggregate of IS.4 million Mcf of natural gas storage capacity and provide the Company with the right to receive a 

maxirrum daily quantity of 176,100 Mcf. The contracU with cogcncnuion customers provide 35,800 Mcf of daily gas 

supply to meet peak loads by allowing the Company 10 take bade capacity and supply that otherwise is ded1cated to 
serve those customm. 

The Company's peak load facilities in New Jersey Include a propanc--a1r plant with o daily production capacity of 

27.400 Mcf. fixed propane storage totaling 674,000 gallons and rail car sidings capable of storing an additional 300,000 
gallons. The Company has an LNO storage and vaporization facility with a daily delivery capacity of 24.300 Mcf and 

storage capacity of 131,000 Mcf. 

The Company's maximum daily scndout in ftscaJ 1996 was approxunately 370,600 Mcf in its Northern Division and 

93,000 Mcf in the Southern Division ltltcS combined. The Company maintains sufficient gas supply and delivery 

capacity for a maximum daJJy scndout capacity for the Northern Division of arproximately 392,750 Mcf and 

approximately 119,800 Mcffor the Southern Division 5ta.tes combined. 
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Certain of the Company's long-term contracts for the supply, SlOfl&e and delivery of rwuraJ gas include fiXed charges 
that amount to approxima~ely $15 million annually. The Company currently recovers, and expects to continue to 

recover, such fixed dwges through its purcbascd gas adjustment clauses. The Company also is cornmined to purchase, 
at martet-rel.llcd prices, minimum quantities of gas that. in the aggregate. are approximately 10 billion cubic feet per 
year or to pay certain C:OSU in the event the minimum quanthies are noc taken. The Company expects that minimum 
demand on its systems for the duratJon of these contrlets will continue to exceed these minimum purchase obligntions. 

In certain of these contndS, the Company has recently ncgotialcd terms with its suppliers which will allow the 
Company to reduce its commitment to its suppliers in connection with changes in the Company's markets that may 
result from further unbundling initiatives. 

The Company distributes gas through approximllely 5,900 miles of stee~ cast iron and plastic mains. The Company has 
physical intercoonectioos with five interswe pipelines in New Jersey and one interstate pipeline in Florida. In addition. 
the Company has physical inla'COilneCtions in Nonh Carolina and Pennsylvania with interstate pipelines which also 
connect to the Northern Division. Common intc:rstate pipelines along the Company's operating system provide the 
Company with greater Oexibility in managing pipeline capacity and supply, and thereby optimizlng system utilimtion. 

ReautaUon 

The Company is subject to regulltion with respect to, among other maners, rates, service, acc~unting and the issuance 
of securities. The Company Is subject to regulation as an operating ulility by the public uti lity commissions of the states 
in which it operalCS. The Comp~ny is also subject to regulation by the United States Department of Transportation 
under lbe Nanual Gas PipeUne Safety Act of 1968, with respect to the design, installation. test ing. construction and 
maintenance of pipeline facilities. Nanaral gas purdwes. transponadon service and storage service provided to the 
Company by int.malle pipeline companies are subject to regulation by the FERC (see --Gas Supply and Open:tions"). 
In addition, the Company Is subJect to fedc:ra.l and stale legislation with respect to water, air quality, solid waste disposal 
and employee health and safety maaers, and to environmental regulations issued by the United Stat.es Environmental 
Protection Agency, the New Jersey Depanment of Environmental Protection and other federal and state agencies. 

The Company's current rates and tariffs for lu Northern Division reOect a rate case that was sen led In October 1991 , 

under which the Company obtained a weather nosmalization clause • see "Territory and Customers Served • Northern 
Division". In December 1994, the NJBPU audlori.zcd new tariffs which are designed to provide for unbundling of 
natural gas t:ranspOrtalion and sales services for Northern DiviSion commercial and industrial customers. The new tariffs 
be<:ame effective on January I, 1995 and are designed to be neulnl as to the operating margins of the Company. 

The curran r.1tes and tariffs for the Florida operations were authoriz.cd on November 29, 1994. On October 29, 1996, 
the FPSC voted to aulhoriu the Company to increase its base rates in Florida by $3.75 million annually. The rate 
increase reOects a rate base amounting to $91 .9 million, reflecting the addition of investments In system improvements 
and expansion projects. Under the approval, the allowed return on equity will be 11.3% with an overall afler-tax rate of 
return of 7 .87%. The Company had been granted interim role relief of $2.2 million efTc:ctive in September 1996. TI1c 
pennanenl increase, which Is effective in Dcc:lember 1996,1ncludes the interim adjustment. The FJ>SC order also g1vcs 
the Company the flexibil ity to negotiate rates with certain business customers that have accas to other energy sources. 

The current rates and tariffs for the North Carolina, Marylald. Pennsylvania and New Yoric operations wen: authorized 
between October 1988 and September 1995. These operations serve approximately 20,000 CUStomers in aggregate. On 
September 20, 1995, the North Carolina Utilities Commission approved a stipulation to increa.se the Company's base 
rates in Nonh Carolina by $3&5,000 annually. The tariff for NCGS reflects a weather normalization clause for its 
temperature sensitive residential and commercial customers. 

The Company's tariffs contain adjustment clauan that enable the Company to recover purchased gas costs. The 
adjustment clouJCJ provide for porludlc: reconciliations of oc:tuol recoverable gas costs with the estimated amounts th3t 

hnvc been billed. Under or over recoveries at the rc:conciliation date are recovered from or refunded to customers in 
~ubsequent periods. 
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Seasonal Aspects 

Sales of gas to some classes of customers lll'e affected by variations in demand due to changes in weather conditions, 
including normal seasonal variations throughout the year. The demand for gas for heating purposes is closely related to 
the severity of the winter hearing season. Seasooal variations affect short-term cash requirements. 

Persons Employed 

As of September 30, 1996, tbe CompMy employed 1,086 persons. of which 293 employees in the Northern Divis1on 
were represented by the Utility Woricen Unioo of America (Local 424), 74 employees in Florida and 17 employees in 
Pennsylvania were repn:scnted by The Teamsters Unioo, and 43 employees in North Carolina were represented by the 
International Brothetbood of EJectrica1 Workers. The c:unent collective bargaining ~ent with the Northern 
Division's union was nqotilled effective November 20, 1994 and expires on November 20, 1998. The North Carolina 
union collective bargaining agreement was negotiated on August 20, 1995, and expires on August 20, 1998. The 
collective bargaining ~ent In Pennsylvania was negotiated on November 30, 1996 and expires on September 30, 
1997. The collective bargain in& agJUment in Florida expires on March 31, 1997. 

Competition 

The Company competes with distributors of other fuels and fonns of energy, including electricity, fuel oil and propane. 
in all portions of the territories In whldt it has distribution mains. In addition, in 1992, the FERC issued Order No. 636 
(see "Gas Supply and ()pmltioosj. Subsequently, initiatives were sponsored in various swes, the purposes of which 
were to "unbundle" or seper11e into disdnct trmsactions. the purchase of the gas commodity from the purchase of 
transportation services for the gas. To that end. as discussed under "Regulation", New Jersey has unbundled commercial 
and industrial gas purchase and transportation rates. 

The unbundled sale of gas to customers is subject to competition from unregulated mariceters nnd brokers, which 
generally do not bear the obligations or costs related to operating a regulated utility. Tariffs for transportation service 
have generally been designed to provide the same margins as bundled sales tariffs. Therefore, except for the regulatory 
risk of full recovery of gas costs, the Company is financially indifferent as to whether it transports gas, or sells go.s and 
transportation together. The Company also faces the risk of loss of transportation scrvice for large industrial customers 
which may have the ability to build conneaioos to interstate gas pipelines and bypass the Company's distribution 
system. Gas distributors can also expect incteased competition from electricity as dereiulation in that tndustry 
decreases prices and increases supply sources. Alternatively, opportunities may increase for gas service to fuel 
generutors for large industrial customers, rep!King electric utility service. 

The Compnny believes that in order to compete effectively, 11 must offer a greater variety of services at competitive 
prices. See Item 7 - "Management's Discussion and Analysis of Financial Condition and Results of Operations -
Competrtion and Outlook" for a diJCussion of the Company's preparation for the impact of increased competition. 

Franchises 

The Company holds non-exclusive municipal franchises and other consents wltich enable it to provide natural gas in the 
territories it scrves. The Company intends to seek to renew these franchises and consents as the, expire. 

Environment 

Reference is made to Item 7- "Management's Discussion and Analysis of Financial Condition and Results of 
Operations- Capital Expenditures and Commitments" and Note 10, "Commitments and Contingencies" of the "Notes to 
the Consolidated Financial Statemmts" for lnfonnallon regardlna environmental maoers afTec1 ina the Company 
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Item 2. Properties 

The Company owns approxinwely .5,900 miles of steeJ, cast iron and plastic gas mains, together with gate swions, 

meters and other gas equipment In addition, the Company own.s peak shaving plants, including an LNG storage facility 

in Elizabeth, New Jersey. 

The Company also owns real property in Union, Middlesex, Warren, Sussex and Hunterdon Counties in New Jcncy. 

and in Dade, Broward, Brevard and SL Lucie Counties in Florida, portions of which are under lease to others. The 

Company's owned properties include a general off.ce building in Hialeah, Florida, that serves as the Southern Division's 

headquarters; another office facility in Rockledge, Florida; lnd offtee buildinp in both Reidsville. North C11t01ina and 

Sayre, Pennsylvania, which ICt'VC as operating offiCeS for the North CIII'Oiina and the Pennsylvania and New York 

operations, respectively. The Company abo owns various service centers in New Jersey, Florida. North CIII'Oiina, 

Maryland and Pennsylvania from wh.ich the Company dispatches service crews and conducts constn. .tion and 

maintenance activities. 

The Company leases office space in Bedminster, New Jersey, that serves as its corporate headquarters and leases certain 

other facilities in New Jersey and Florida that are operated as customer business offices or operuting offices. The 

Company also leases approximaaety 160,000 square feet in an office building in Union, New Jersey. which serves o.s the 

Northern Division's headquarters. 

Subject to minor exceptions and encumbrances, aU ocher property materially important to the Company and all 

principal plants are owned in fee simple, except that most of the mains and pipes are installed in public stredS under 

franchise or statutory rights or are construc:ted on rights of way acquired from the apparent owner of the fee . 

Item 3. Lq.al Proceedlnp 

The Company is involved In various claims aod litigation incidentAl to its business. In the opinion of managcmcnL none 

of these claims and litigation will have a material adverse effect on the Company's !'QUits or opera~ ions or its financial 

condition. 

Item 4. Submission or M•tten to a Vote ofSenlrlty Holden 

No matter was presented for submission to a vote of security holders through the soliciwion of proxies or otherwise 

during the last quarter of fiSCal 1996. 
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PART II 

ltrm 5. Markft for Rrcbtnat'a Commoa Equity and Rclakd Stockboldrr Mattrn 

NUl common stock is llsted on the New York Stock Exchange and is Ulded under the symbol "NUl". The quanerly 
cash dividends paid and the reported high and low closin& prices per share of NUl common stock for u. wo yenrs 
ended September 30, 1996 were as follows: 

Quartrrl)' Cub f !Et Ranar 
DMckpd HJ&!l !&.!! 

Fhcall996: 
First Quartet $0.225 $17.7S $15.75 
Second Quarter 0.225 19.25 17.125 
Third Quarter 0.22S 20.00 16.75 
Fourth Quarter o.ns 20.00 16.50 

F1sca I 1995: 
First Quarter $0.225 $18.375 $13 so 
Second Quarter 0.22S 16.SO 14 2S 

Third Quartet 0.22S 17.SO 14.625 
Fourth Quartet 0.225 16.875 14.875 

There were 6,999 shareholders of record ofNUJ common S1ock at November 30, 1996. 

II is the Company's intent to condnue to pay quarterly dividends in the foreseeable future. NUl's dividend policy is 
reviewed on an ongoing basis and Is dependent upon the Company's cxpcctatioa of future earnings. cash now, financial 

condition, capital requimnents and other factors. On October 29, 1996, the CompMy ineteA.Sed ns quanerly dividend 
to $0.235 per share of common stock. The previous quarterly ra.tc was S0.22S per share of common stock 

The Company's loog-tcnn debe aveements include, among other things. restrictions as to the p3ymcnt of cas.h 

dividends. Under the most restrictive of these provisions, the Company is permitted to pay $24 million of cash 
dividends at September 30, 1996. 
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Item 6. Selede.d Fiunclal Data 

Sekcted CoDJOIJdate.d Fl.Dancllll Data 
(In Cbou.uads, except per sb•re •mounu) 

f.!!!:• I Yso r.a~d Seot~mbtr JO. 
!!!§ Am 1m 1m 1991 

Operating Revenues $468,978 $376,445 $405.240 $367,456 $302,429 
'Net Income $ 14,896 $ 5,517 $ 10,780 $ 13,810 s 11,808 
Net Income Per Share s 1.52 $ 0.60 $ 1.25 $ 1.70 $ 1.68 
Dividends Paid Per Share $ 0.90 $ 0.90 $ 1.60 s 1.59 s 1.58 

'f otal Assets $677,966 $610,165 $601 ,648 $483,911 $467.321 
Capital Lease Obligations s 10,466 s 11.114 $ 11,932 $ 12.290 $ 13,422 
ILong-Tcnn Debt $230,100 $222,060 $160.928 $142.090 $131 ,546 
Common Shareholders' Equity $179,107 $140,912 $142,768 $122.384 $1 16,933 
Common Shares Outstnnding 11 ,086 9,201 9,157 8,201 8,036 

Notes to Che Selected CortJOildlte.d Fin1nclll Data: 
Net Income for f1SC:811995 includes restructuring and other non-recurring charges amounting to $5.6 million (ufler UIX), 
or $0.61 per share. 

Net income for ftSCal 1994 includes the reversal of$1.8 million of .tlcome we reserves and restructuring and other non· 
recurring charges amounting to $0.6 million (after tax). The effect of these items increased net income by S 1.2 mill1on, 
or $0.14 per share. 
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Summary Coosolldattd OperaUDC Data 

Fiscal Van Eaded ~l!l.ember ;}Q, 

m! 1m 1m 1m 1992 

Operating Revenues (Dollars la lhou.unds) 
Finn Sales; 

Residentinl $193,842 $173,395 $191,297 $1 72,749 $147,650 
Commercial 107,444 98,541 11 0,.574 97,966 80.470 
Industrial 25,321 20,083 25,809 23.066 21 ,928 

Interruptible Sales S0,6SO 48,282 53,077 48,254 )2,758 
Unregulated Sales 54,845 7,498 1,426 1,757 
Transportation Services 23,087 17,696 13.273 12,154 10,41 0 
Customer Service, Appliance Leasing and 

Other lUJ.2 ~ 9.784 .J..L.llQ _2.lli 
$461.271 i~7§,44~ $40~.~40 ~~~7,4~6 ~~0~,429 

Gu Sold or Transported (MMc:f) 
Finn Sales: 

Residential 24,810 21.276 22,558 2 1,019 20.25 I 
Commercial 16,515 15,455 16,115 14,9 18 14,006 
Industrial 5,407 5,217 5,323 4,781 5.052 

lnterrupdble Sales 14.632 18,365 16,024 13,627 11.142 
Unregulated Sales 19,175 3,398 689 904 
Transportation Services ll.2.ll 1l.lli .I..Z.m 1.§&2 14,816 

105,650 85.865 78,059 71.688 65,267 

Average Utility Customers Served 
Finn Sales: 

Residential 332,440 328,644 312,515 297,384 295,153 
Commercial 24,484 24,5 19 22,638 20,995 20,649 
Industrial 338 430 382 377 402 

Interruptible Sales 120 118 101 lOS 104 
Transportation Services ~ __!.H ____ill __J1 __!t2 

358.050 ~ J}S.173 ~ 18.948 316.377 

Degree Days tn New Jersey (Dormal: 4978) 5,343 4.333 4,944 4.703 4.880 

Employees (year end) 1,086 1,079 1,186 1,011 979 

Ratio of Earnings to Filed Charga 2.00 1.37 1.66 2.15 1.90 
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Item 7. Maoaeement's Diseuatoa aad Aaalysis of FaoaadaJ Coodition aad Results or Operatioas 

The following discussion and analysis refers to NUl Corporallon and all of its operating divisions and subsidiaries 
(collectively referred to as "NUl" or the "Company"). The Company dis1n'butes and sells natural gas in six states 
through its Northern and Southern utility divisions. The Nonhem Division operateS in New Jersey as ElizabethtOWill 
Gas Company. The Southern Division was formed effective April I, 1995 through the consolidation of the Company's 
City Gas Company of Florida and Pennsylvania&. Southern Gas Company (''PSGS") operations (see Note 3 of the 
Notes t.o the Consolidated Financial Statements). PSOS, which has operations in North Carolina, Maryland, 
Pennsylvania and New Yorlc, was acquired on April 19, 1994 (the "PSGS Merger") (see Note 2 of the Notes to the 
Consolidated Financial Statements). 

lln addition to gas distribution operatiom.s, the Company provides retail gas sales and related services through hs NUl 
Energy, Inc. subsidiary (formerly Natural Gas Services, Inc.); bill processing and related customer services for utilities 
and municipalities through its Utility Business Services, Inc. subsidiary (formerly Uriliry Billing Services. Inc.); and 
wholesale energy brokerage and related services through its NUl Energy Brokers, Inc. subsidiary. 

Results of Operations 

Fiscal Years Ended September 30, 1996 and 1995 

Net lncom~ Net income for fJSCal 1996 was $14.9 miUion, or $1.52 per share, as compared with net income of$5.5 
million, or $0.60 per share in flSCa.l 1'995. The increase in the current year was primarily due to higher operating 
margins and approximately $5.6 million of after-tax non-recurrina clwJes incurred in fiscal 1995. These increases 
were partially offset by higher operations and maintenance and depreciation expenses. 

Net income per share in the current year was also afTcc:ted by the increased av~e number of outstanding shares of 
common stock over the prior year, principally reflecting the Company's issuanc:~ of 1.8 million additional shnres in 
May 1996 (see "Financing Activities and Resource&-Common Stock"). 

Operating Revenues and Opentia& Mai'Jiu. The Company's operating revenues include amounts billed for the cost 

of purchased gas pursuant to purchased gas adjustment clauses. Such clauses enable the Company to pass through to ics 
utility customers, via perio<ilc adjustments to customers' bills, increased or dec:reascd costs incurred by the Company for 
purchased gas without affecting operating margins. Since the Company's utility operations do not earn a profit on th.e 
sale of the gas commodity, the Company's level of operating revenues is not necessarily indicative of financial 
perfonnance. The Company's opendng revenues inaeased by $92.5 million, or 25,.., in fac:al 1996 as comp.1red witt. 
fiScal 1995. The increase princlpelly relllec:ts the effect of wealht'r in New Jersey that was 70/e colder than nonnal and 
23% colder than the prior year, and additional refunds to Northern Division customers in fiscal 1995 totaling $11 .2 
million as a result of lower than projected gas prices. Operating revenues also increased as a result of significantly 
higher unregulated sales in the current year, increased revenues from lntem~ptible and industrial custon1ers primarily as 
a result of higher gas prices incurred, increased customer service revenues and customer growth. 

l.n order to take advMtagc of opportunities arising from increasing deregulation within the natural gas indusrry, the 
Company has increased its focus on trianSaetions in which prices are established by competitive marlcets rather than 
regulatory mandate. The Company tw increa.sed its sales to commen:iaJ and indUSiriaJ customers through its 
subsidiary, NUl Energy, Inc. In addition, the Company recently formed NUl !Energy Brokers, Inc. for the purpose of 
enhancing margins through wholesale energy broktflie activities. The Company's utility opens.tlons also make sales of 
:natural gas to customers outside of its franchise service territories when opportunities exist to obtain additional value 
from its supply and pipeline capac . Wider cooltlet. WhJie the prices char&ed for these activities are not regulated, 
margins realized are shared with customers of the utility operations as follows: New Jersey- 80%, Florida· 5001. and 
North Carolina- 75%. The Company's other util.ity operations do not currently have margin sharing arrangements and 
therefore any ofT-system sales maralns are mumed I 00% to t ustomers. 

The Company's operaling margins inaased by $10.7 million, or 7"•· in fiscal 1996 as compared with fiscal 1995. The 
increase principally reflecu customer growth, higher sales to unregulated customers, increased customer service 
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revenues and the effect of coldeNhan-nonnal weather nOt fully returned to customers through the weather 
normalization clauses. The Company has weather notmalization clauses in its New Jersey and North Carolina tariffs 
which are designed to help stabilize the Company's results by increasing amounts charged to customcn when weather 
has been wanner than normal and by decreasing amounts chnrged when weather has been colder than normal. A$ a 
result of these weather normalization clauses, operating margins were approx.imately $2.2 million less In fiscal 1996 
than they would have been without such clauses. In fisul 1995. operating margins were approximately $4.5 million 
higher than they otherwise would have been without such clauses. 

Other Operatine Exptutt. The Company's ochtt operating expenses. excluding income taxes, decreased by 
approximately $3.3 million, or 3%, in fu(:a) 1996 as compared with fiSCal 199S. The decrease was primarily the result 
ofnon-reauring pre-tax charges of$8.6 million incurred in fiSClll 199S (see NOte 3 of the Notes to the Consolidated 
Financial Statements). Opentions and maintenance expenses ina-eased by approximately $4.0 million, or 4%. primarily 
due to costs incurred as a result of the colder weather in New Jersey during the current heating~. higher expenses 
related to the start-up and growth of the Company's non-regulated operations. and higher peru ion costs Depreciation 
and amortization expenses increased by approximately $1 .4 million primarily due to additional plant in service. 

Income tax expense increased by approximately $4.9 million in fiscal 1996 as compared with fiscal 199S. primarily dlle 
to higher pre-tax income. 

Interest Ex~nK. Interest expense dcc:reased by approximately $0.2 million, or Wo, in ftsenl 1996 as compared with 
fi.SCIII 1995. The decrease was primarily due to lower average short-term debe outstanding and short-term interest rates. 
and to approximately $0.6 million of interest reconied in the prior year on the over-collect•on of gas costs by the 
Northern Division. This decrease was partially off.Kt by higher average long-term interest rates due to the effect of a 
full yenr's mclusion of $70 million of Medium-Term Notes that were' issued in fiSCal 199S. 

FIScal Years Ended September JO, 1995 and 1994 

Net Income. Net Income for ftseaii99.S was $5.5 mi1J1on, or $0.60 per share.. as compared with net income of$10.8 
million. or $1.2S per share in ftseal 1994. The decrease was primarily due to non-recurring charges which. on an after­
tax ~as is, were approximately $5.6 million, or $0.61 per share, and the reversal in fiscal 1994 of npproximately $1.8 
million of income tax reserves. PlrtiaJiy offsetting this decrease was approximately $1 .6 million of additional net 
income attributable to the inclusion of PSGS in the entire ftseal 199S results.. Absent the non-recurring charges. net 
income for fiSCal1995 would have been $11.1 million, or $1.21 per shn.re. 

Net income per share in fiSClll 1995 was also reduced as a result of the increllSCd number of outstanding shares of NUl 
common stock as compared with the prior year. 

Operating Revenues and Operatlna Mar&)RJ. The Company'• operatina revenues decreased by $28.8 million. or 7o/-. 
i n fiscal 1995 as compared with fisul 1994. The decrease principally reflects die effects of wenther in New Jersey that 
was 13% wanner than normal and 1~. warmer dian the prior year, and refunds attributable to lower gas costs totaling 
S13.9 million to Northern Division customers (see "Regulatory Matters"). Operating revenues were also reduced by 
decreased sales to intemJptible customers due to lower gas pried and the effect of purchased illS adjustment clauses. 
Partially offsetting these decreases were approximately S 19.S million of additional operation revenues from the 
mclusion of PSGS in the entire ftseal 199S results, the effects of base rate and appliance leasing rate increases in 
Florida, increased sales to unregulated customers and other customer growth. 

The Company's operating marains increased by $8.6 million, or 6%, In fiSC41 1995 as compared With li~l 1994. The 
increase was principally the result ofthe inclusion ofPSOS for the entire fbcal 199S results. increa.sc:s in the number of 
customer.. served, and the base rate and appliance leasing rate increases in Florida Pal1ially offsetting these incre:!Se$ 
was the effect of the wanner·than-nonnal weather in New Jersey in ftseal 1995 nOt fully recovered through the weather 
normalimtlon clause. A$ a result of the weather nonnalization clauses, opemting mqins were npproximatcly $4.S 

million higher in fiscal 199S than they otherwise would have been without SliCh clauses There WllS no adjustment to 
operating margins in fiscal 1994 as the weather fell within the normal ranac. 
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Other O~natina Expe,nses.. The Company's other operating expenses, excluding income taxes. increased by $9.8 
million, or 8%, in flscal 1995 as compared with fJSCall994. The increase was primarily the ~ult of non-recurring pre­
tax charges of S8.6 million (see Note 3 of the Notes to tbe Consolidated Financial Statements), an additional $4.6 
milJion of other ~tax operating expenses from the Inclusion of PSOS In the entl~ fiSCal 1995 results and an increase 
in depreciation expense due to additional utility plant In sa-vice. Partially offsettjng these Increases were lower labor, 
pension and other employee benefit costs as a result of an early retirement program implemented by the Company in 
ftscaJ 1995 and other work force reductions. 

Income taxes increased by $0.8 million in fJ.SCA11995 due to the reversal in fiSCal 1994 of approximately S 1.8 million of 
income tax reserves no longer required as a result of management's review of n~ reserve levels, panially offset 
by the effect oflower pre-tax income in fasad 1995. 

interest Expense. Interest expense increased by $3.2 million in fiscal 1995 as compared with ftscal 1994. The increase 
was due to higher average outstanding borrowings, higher short-tenn interest rates and an increase of $0.6 million of 
interest recorded on the over collection of gas costs by the Northern Division. These increases were partially offset by n 
decrease in average long-term interest rates due to the refinancing of $46.5 million of the Company's II •~t, and 11 .25% 
Gas Facilities Revenue Bonds at an interest rate of6.35%. 

Regulatory Matters 

Northern Division 

On August 2, 1996, the Northern Division flied a petition with the New Jersey Board of Public Utilities (the "NJBPU'') 
to increase its annual purchased gas adjustment revenues by ilpprOXimately $22 million reOecting higher project.ed gas 
costs in the coming year. On December 4, 1996, the NJBPU approved an interim order authorizing the revenue increase 
effectjve in December 1996. The NJBPU is still reviewing the Company's request t.o inc.orporate, in a two-year pilot 
program, a performar e-based mechanism whet'eby Nonhem Division customers and the Company would benefit from 
the Company's ability to secure gas at a cost more favorable than a mari<et index benchmark. The proposed 
perfonnance mechanism would provide a 50150 sharing of risk and opportunity between the Northern Division 
customers and the Compa on the difference between a monthly marlcet benchmartc and the actual cost of plii'Chased 
gas., up to $1 million lll'nually. Action by the NJBPU on the Company's request and final revenue increase is expected 
this winter. On November 3, 1995, the NJBPU approved a petition filed by the Northern Division to reduce its annual 
purchased gas adjustment revenues by approximately $13.7 million and to refund to customers approximately $2.7 
mill ion, due to lower gas costs. None of such revenue reduction and refund affects the operating margins of the 
Company. 

On November 4, 1994, the NJBPU approved a petition filed by the Northern Division to reduce its annual purchased 
gas adjustment revenues by approximately $11.9 million. The dc:cmlse rcnected the Company's projections for lower 
gas costs in ftscal 1995. The NJBPU aJ~ approved refunds of approximately $2.6 million, which were made in the first 
quarter of fiscal 1995, and S 11 .3 million, which were made in the third quarter of fascal 1995, as a result of lower-than­
projected gas prices p11id in fualJ 1994 end fucaJ 1995. None of such revenue reductions or refunds affected the 
operating margins of the Company. 

Southern Division 

On October 29, 1996, the Florida Public: Service Commission (the "FPSC") voted to authorize the Company 10 increase 
its base rates in Florida by $3.75 million annually. The rate increase reOccts a rate base runounting 10 $91.9 million. 
reOecting the llddirion of Investments in system improvements and expansion projects. Under the approval, tt.~ ~llowed 
return on equity wilJ be 11.3% with an overall after-tax rate of return of 7 .sw •. The Company had been granted interim 
rate relief of $2.2 million effective in September 1996. The pennanent increase, which is effective In December 1996, 
includes the interim adjustment. The FPSC order also gives the Company the nexibillty to ncgotiute rates with ceruain 
business customers that have access to other encr&Y sources. 



On November 29, 1994, the FPSC voted to authorize the Company to increase its base rates in Florida by $1 .6 million 
wmually. The rate increase reflected a rate base amounting to approximately $82.6 million with an overall after-tax rate 
of return of 7 .26%. ln addition, it provided for several tariff changes designed to promote growth in developing markets 
for natural gas, and approved the deregulation of the Florida operation's leased appliance business which consists of 
leasing water heat.ers, clothes dryers and ranges to CUSlOmers to promote natural gas usage in the residential market. 

On September 20, 1995, the North Carolina UtiJities Commission approved a stipulation to increase the Company's 
base rates in North Carolina by $385,000 annually. The stipulation provides for a rate base amounting to approximately 
$11.9 million with an overall after-tax rate of return of7.8CJI..4. The rate increase was effective in October 1995. 

Financing Activities and Resources 

The Company's net cash provided by operating activities was $22.5 million in fiscal 1996, $47.9 mill ion in fiscal 1995, 
and $22.5 million in fascal 1994. The decrease in net cash provided by operating activities in fiscal 1996 as C001pared 
with fiscal 1995 principally renects a higher level of accounts receivable primarily due to the colder weather and 
increased activity by the Company's unregulated businesses, and an under collection of gas costs through the 
Company's purchased gas adjustment clauses. The increase in net cash provided by operaling activities in fiscall995 as 
compared with fascal 1994 was primarily the result of lower accounts I'C(;eivable due to accelerated collections of 
budget billed customer accounts, lower gas costs and a lower level of payments in fiSC81 1995 for New Jersey gross 
receipts and franchise taxes; the 1994 New Jersey gross re«ipts and franchise tax payments Included an additional 
amount representing abnost a half year's liability as a result ofa change in the payment schedule by the State. 

Because the Company's business is highly seasooat. short-term debt is used to meet seasonal working capital 
requirements. The Company also borrows under its bank lines of credit to fmancc portions of its capital expenditures. 
pending refmancing through the issuance of equity or long-term indebtedness at a later date depending upon prevailing 
market condit ions 

Short-Term Debt. The weighted average daily amounts outst.andin~ of notes payable to banks and the weighted 
average interest rates on those amounts were $39.9 million at 5.6% in fiSC81 1996, $58.0 million at 5.9-/o in fiSCal 1995 
and $82.0 million at 4.1% in fiSClll 1994. The weighted average daily amounts of notes payable to banks decreased in 
fiscaJ 1996 primarily due to the full effect of tbe issuance of $70 million of Mcdium-Tenn Notes in fiscal 1995, which 
were used to repay shOrt·t.enn debt, and the issuance of an additional 1.8 million shares of common stock. of whu:h part 
of the proceeds were used to repay short-term debe. These deauses were partially offset by borrowings to finance 
portions of the Company's con.struction expenditures. The weighted average daily amount of notes payable decreased in 
ftscal 1995 as compared with fiscal 1994 principally due to the $70 million Medium-Term Note issuance. 

At September 30, 1996, the Comp;my had outstanding notes payable to b:utks amounting to $54.9 million and available 
unused lines of credit amounting to $76 million. Notes payable to banks increased as of September 30. 1996 as 
compared with the balance outstanding as of September 30, 1995, due to the usc of shOrt·term debt to fuumce portions 
of the Company's capital expenditures and to the under-collection of gas costs in the current year through the 
Company's purchased gas adjustment clauses. 

Long-Term Debt and Funds for Conttructlon Held by Trustee. On June 12, 1996, the Company issued $39 million 
of noaling rate tax eltempt Oas Facilities Revenue Bonds which mature on June I, 2026. Under the terms of the floating 
rate debt, the interest rate paid by the Company, which averaged 3.1% since the date of issuance, is reset daily. The 
proceeds of the bond issuance are being used to finance part of the Northern Division's capital expenditure program. 

In November 1994, the Company filed a ahelfregistra11on statement with the Securities and Exchange Comminion for 
an aggregate of up to S IOO million of debt and equity securities. On February 16. 1995, the Company issued SSO 
million aggregate ~lpaJ amount of Medium-Term Notes, Series A, with a stated maturity date of February I , 2005 
and an interest rate of 8.35%. On May 2S, 1995, the Company issued an additional $20 million of Medium-Term 
Notes, Series A, with a stated maturity dale of August I, 2002 and an interest rate of 7.125%. The net proceeds from 
these Medium-Term Notes were used to repay short·tenn debt. The Compan)" may Issue a portion of the remaining 
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securities subject to the shelf registration during flSCill 1997 to fmanu pru1 of the Company's c:apital expenditure 
program. 

The Company expects to reftnarlCC approximately $SS million of its Gas Facilities Revenue Bonds in fascal 1997. 
Regulatory approval for such reftnancing lw been IIOUght, but has not yet been obtained. 

On July 17, 1995, the Company oompleted an early redemption of its remaining $8.7 million or First Mortgage Oonds. 
The bonds carried coupon rates of a% ltld 8.S% and wm ~ed with proceeds from short-term debL 

The Company deposits in trust the unexpended portJon of the net proceeds from Its Gas Facilities Revenue Bonds until 
drawn upon for eligible capital expenditures. As of September 30. 1996 and 1995, the total unexpended ponions of JJI 
of the Company's Gas Facilities Revenue Bonds were $42.6 million and S 13.6 million, respectively. and are classified 
on the Company's consolidated ba1anc:e sheet, including interest earned thereon. as funds for conslnlction held by 
trustee. 

Common Stoc:k. On May 20, 1996, the Company issued an additional 1.8 million shares of NUl common stock. The 
net proceeds from the offering totaled $31 .1 million and were used to reduce outstanding debt. 

The Company periodically issues shares of common stock In connection with NUl Direct, the Company's dividend 
reinvestment and stock pu.n:base plan, and various employee benefit plans. Effective in December 1994, these plans 
commenud purchasing shares on the open martet to fulfill the plans' requirements, rather than purchasing the shnn:s 
directly from the Company. Under the tenns of these plans, the Company may periodically change the method of 
purchasing shares from open martet purchases to purchases directly from the Company, or vice versa. The procecds of 
such issuances amounted to $1.0 million and $6.3 mtiUon in f~Sa~l 1995 and 1994, respectively, and were used 10 

reduce outstanding short-term debt. Effective in October 1996, these plans began purchasing sh:1res directly from the 
Company. In a 'ditlon, during fiscal 1996, the Company began issuing shan:$ of NUl common stock under three new 
stock plans. The proceeds from such issuancet amou.nted to $0.3 million in fiscal 1996. and were used primarily to 
reduce outstanding short·tenn debt. 

On April 19, 1994, the Company issued 683,443 add.itiooal ~of NUl common stock in connection with the PSGS 
Merger (see Note 2 of the Notes to the Consolidated Financial Statements). 

Divid~nd.s. On October 29, 1996, the Company increased its quarterly dividend to $0.235 per share of common stock. 
The previous quarterly rate was $0.225 per share of common stock. 

Caplt.l E1pendltura and Commitments 

Capital expenditures, which consist prim. , of expenditures to expand and upgrade the Company's ~ c.Jistribullon 
systems, wuc $37.1 miUion in fiscal 1996, $37.9 million in fiSCal 1995 and SSS.8 million in fiscal 1994. The 
Company's capital expenditures an: expected to be approximately SS7 million in fool! I 997. 

The Company owns or pRViously owned six former manufactured ps plant ("MGP") sites in the Northern Division 
and ten MGP sites in the Southern Division states. The Company, with the aid of environmental consultants. regularly 
assesses the potential fut!.R costs associated with conducting remedial actions. as well as the likelihood of whether such 
actions wJII be necessary. The Company nx:ord.s a reserve if it Is probable lhal a liability will be incurred and the 
amount of the liability i.s reasonably estimable. Based on the Company's most recen ossessm~t. as of September 30, 
1996, the Company has recorded a total reserve for environmental investiptiort and remediation costs of approximately 
$34 million, which the Company expects it will expend in the next 20 years to remediate seven of the Company's 16 
MGP sites. Of this reserve, approximately $30 million relates to Northern Divi.sion MGP sites and approximately S4 
million relates to Southern Division MOP sites. In addition to these costs, the Company believes that it is possible that 
costs associated with conducUna Investigative activities and irnplementina remedial actions. if necessary, with respect 
to all of its MOP sites may exceed the approximately $34 million ruerve b)' an amount that could range up to $2 I 
million and be incurred during a future period of time that may range up to fifty years. Of thts $21 million in pos.siblc 
future expenditu:re:s, approximately $10 million relates to the Northern Division MOP shes IUld approximately $11 
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million relates to the Southern Division MOP Sites. As compu-ed with the approximately $34 million reserve discussed 
above, the Company believes that it is less likely that this ldditional $21 million will be incurred and therefcn has not 
recorded it on its books. The Company believes thai its remedjation costs associated with the Northern Division MGP 
sites will be recoverable in rares and from insuraoc:e c:aniers. In July 1996, the NJBPU approved a petition filed by the 
Northern Division to escablisb 111 MGP Remediation Adjustment Clause \RAC'). The RAC enables the Company to 
recover actual environmental expenditures inc:umd over a rolling seven-year period. On Sepcmtber 3, 1996, the 
Company made its initial fiJing under dle RAC to begin recovery of $3.1 million of environmental costs incurred from 
inception through June 30, 1996. A decision is expected in fascal 1997. With respect to costs which may be associated 
with the Sout.bem Division MGP sites, tbc eomp.ny in1alds to pursue recovery fi'om ratepayers, fonner owners and 
operators of the sites and from insuranc:e canicn.. However, the Company is not able 11 this time to express a belief as 
to whether any or all of these recovery efforts rebded to Southern Division MGP sites will ultimately be successful. For 
a further discussion of environmental mauers, see Note 10 of the NOles to the Consolida&cd Financial Statements. 

Certain of the Company's long-cenn coniJ'aCtS for the supply, storqe and delivery of natural gas include fixed charges 
that amount to approximately S7S million annually. The Company curm'ltly recovers, and expects to continue to 
recover, such fiXed charges through its purchased gas adjustment clauses. The Company also is committed to purchase, 
at market-related prices, minimum quantities of ps that, in the aggregate, are approximately 10 billion cubic feet per 
year or to pay certain costs in the event dle minimum quantities are noc taken. The Company expects that minimum 
demand on its systems for the~ of these contrads will continue to exceed these minimum purchase obligati0115. 

The implementation of the Federal Energy Rqulaaory Commission's ("FERC") Order No. 636 required the 
restructuring of the Company's contr'IICU with certain pipeline companies that together supply less than one-third of the 
Company's total firm gas supply. Under Order No. 636 the pipeline companies are passing through to their customers 
transition costs associated with l1lllldat.ed resb'UdUring. such as costs resulting from buying out unmarketable gas 
pun:hase contracts. The Company bas been charged approximately Sll million of sud! costs through September 30, 
1996. All of such costs, except for COSl5 incurred by the Company's Pennsylvania operation, have been authorized for 
recovery through the Company's pwdlased ps adjustment clauses. The Company has recently filed for and expects 
full recovery of such costs in Pennsylvania, as well. The Company currently estimates that Its remaining Order No. 636 
tranSition obligation will be approximalety S7 million, which it ex.pects also to recover through its purchased gas 
adjustment clau~ as these costs are incum:d. This transition obligAllion is subject to possible futun: FERC actions 
based upon filings by the Company's pipeline suppUers. 

As of September 30, 1996, the Company is scheduled to repay approximately S I million of long-term debe in fiscal 
1997. No other long-term debe is scheduled to be repaid over the next five years. 

Competition and Outlook 

The natural ga.s distribution industry is undergoing significant changes . The sale of gas by utility companies to 
commercial and industrial customen bu been •unbundled.- or separated from the transportat ion service 
component, by several swe regulatory commissions, including the NJBPU . In these states, whilr •be sale of the 
gas commodity to commercial and lndusulal customers ts now fully competi tive, the transponalion service 
remains regulated u to price and returns and subject to various restrictions and franchise protections. It is 
anticipated that additional states will unbundle these services for commercb.l and industrial cwtomc:rs and that. in 
the near term, 101M states will begin to unbundle these services for residentb.l customers as well. 

NUl intends to submit proposals to state regulators in New Jersey and Florida to continue the unbundling process 
within NUl's service tenitoriea. In New Jersey, the Company plans to submit , during 1997, a pilot program to 
unbundle gas service to c:ert.aln resldentlal customers. As opposed to the commercial and industrial markets, the 
long-term benefits of unbundling for the residential customer are DO( clear. AccordinJly. this program will 
provide valuable information to the Company and to other p.s marketing companies regarding the energy choices 
of residential gas customen. lbe Company also inltnds to submh a proposal to the FPSC to unbundle gas service 
to commercial customers, ln a manner similar to that currently in place in the Company's New Jersey service 
territory. This propotal is e~ted to cover lbe Comp.my's entire Florida commercial customer base. 
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Tariffs for rransponatioo service have generally been deaigned to provide the wne margins as bundled sales 
tariffs. Therefore, except for the regulatory risJt of full recovery of gas costs, the Company is fa.nancially 
indifferent as to whether it transpOrts ps or sells gas and transponation together. Unbundling provides th.e 
C. pany with an opportunity to make additional margins through its unregulated marketing subsidiary. NUl 
Energy, Inc. by competing with ocher uoreJUlaccd marketers and brokers for aales of gas. 

llle Company also faces the risk of loss or uansponation service for large industrial customers who may have the 
ability to build connections to iolentaae ps pipelines and thereby bypass tbe Company's distribution system. Gas 
distributors can also expect increased ICOIIIpelitioo from electricity as dereguladon in that industry decreases prices 
and increases supply sources. AJiemaliveJy, opportunities may increase for ,gu service to fuel generators for larg,e 
industrial customers, replaciDJ electric utility service. 

The Company believes that in order to succeufully compete in the deregulated energy markets, it must be able to 
provide customers with a broad array of eoetJY and other productS and services. In addition to the transportation 
and sale of gas, such producU and services may include electricity and other energy commodities, energy 
efficiency services. comprehensive billin& aervic:es. plant operations management. and fuels management. ln 
addition, the Company may offer ~ productS and services to custOmers if such offe.ri"gs are consistent 
wilh the Company's businas plan. 

Most of the products and service:s described above are DOl currently provided by the Company. Therefore. the 
Company Intends to acquire the akilb and c:.pabilitics to provide some or Ill of lbem through various means, 
including acquisitions of companies, birin& of experienced employees, and alLiances. partnerships and joiru 
ventures. AlJ such products and service~ would likely be offe~ through the coordinated marketing effortS of the 
Company. 

Mergers and acquisitions within the energy lndustry. including the gas distribution industry. have accelerated as 
many companies endeavor to offer more varied services to CUstomers. The Company believes that the broadenin,g 
of its product offert_ngs and the expansion of lu customer base are important to its future success. As a result, the 
Company may participate in one or. more mergen and/or acquisitions If the Company deems such actions 
consistent with its business pLan. 

The Company's operations are organized under three primary lines of business: Distribution Se.rvices, Energy 
Sales and Services, and Customer Services. The outlook for each is discussed below. 

Distribution Services 

Distribution Services is the core business of the Company, defi~ as the distribution, or transponation . of energy 
to retail customers. Such distribution service is regulated as 10 price, safety and return by the regulatory 
commissions of the states in which the Company operates. 

The Company bas subswnlal growth opportunities in its distribution business. Capital investmentS for the entire 
Company are expected to increase to an c:~timated $57 million in fLScal 1997 from $37 million in fiscal 1996, in 
large part to take advantage of these growth opportunities. Almost half of the plAnned capital investment in fiscal 
1997 is related to providing gaa or transportation service to new customers. The highest rate of expected growtlh 
compared to fiscal 1996 levels will occ::ur in the Company's Southern Division, where population growth rates ar.e 
above the national average, and aubswulally bigber than those in the Northern Division. While the Company lis 
confident that these 1997 investments will earn a return in excess of its COf~ of capital, there can be no assurance 
that the expected margins from each capital investment will be fully realized. 

Custom~r S.rvices 

11le Customer Services unit provides: repair and maintenance for CUJtomer-owned gas facilities and appliances, 
and collectS energy usage data for billing purposes. The Company's strategy for its Customer Services unit is to 
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improve the quality and timclineu of customer services, and to charge price. th2t fully renect the qu:ality of those 
services to its customers. 

The Company lntendt to implement several musures, Including the use of new metering and communicAtions 
technology, to improve the ac:cuncy and timeliness of billing Information. The Comp:any is :also working to lower 
the response time to customer ae.rvicle ~ts and to increase the types of services that are offered. 

The Company bas reviewed Ita rate ICbcdule.s and bas imposed new or increased fees where appropriate for 
certain customer-initialed aervk:a. NUl may request state regulatory agencie~ to approve other service fee 
increases, tbe.reby provklin& income to offset cost of providing gas service to its general customer base. 

Energy Soles and Servius 

The Company's primary operations in Energy Sales and Services ate composed of three business lines. First. in 
fiscal 199S lhe Company started Natural Gas Services, Inc. , later renamed NUl Energy. Inc. (" NUl Energy·) to 
market gas service to unbundled retail commercial and Industrial customers. The margins from NUl Energy in 
fiscal 1996 were approximately $1 . I million, but the expenses related to lh!J start-up operation resulted in a slight 
loss for the year. The Company plans to caprure market aha.rc and expand marJins in its NUl Energy un.it by 
rapidly increasing the number and experience level of salespeople dedicated to Ita target markets. The working 
capital inve~tment planned for NUl Energy's operations Is not expected to exceed $4 million in fiSCAl 1997. Due 
co the start-up nature of NUl Energy, it Is not expected co provide a meaningful contribution to earnings until 
fiscal 1998. 

The second business line of Eucr&Y Salea and Servica ls wholesale sales and brokering of energy, primarily to 
utilities and energy marketin& companies. The Company formed NUl Energy Brokers, Inc. ("Energy Brokers") in 
ftscal 1996 to perform aucb activities. Energy Brokers also Is the provider or energy to the Company's retail 
marketing subsidiary, NUl Energy. Energy Brokers aenerued margins of approximately $1.6 million in fcscal 
1996. Due to the ata..t-up JWure of Ener&Y Broken, it did not provide a meaningful contribution to earnings in 
ftscal 1996. The Company expecu !hat marJins will increase substantlalJy in future years as Energy Brokers 
enhances its gas brokerage operations and expands into electric and other energy brokerage activities. The 
Company intends to minimize ita riJb in this business by limiting its fm.ancW and physical positions at any one 
time. As in any commodity brokerage activity, bowcver, there ate rules pertaining to market changes and credit 
exposure tbat can be rnan.a&ed but not eliminated. 1be earnings from Energy Brokers arc likely co be more 
volatile, therefore, than the Company's distribution buslneu. 

The third businCis line within Energy Sales and Services Is lo •off-system sAles", or the use of utility-owned gas 
assets to make sAles to c:wtomers outside of NUl's service areas. Such assets include pipeline capacity and gas 
storage facilities . These assets are managed separately from non-utility assets, and their use is monitored and 
regulated by state regulatory commissions. Pursuant to regulatory agreements in some states In which the 
Company operates, the Comp:u1y Is able to re.cain a ponion of the margins from these sales In varying percentages 
depending on the state in wlticb the asseu are owned. 1bc: Company's share: of margins from ofr-sys1em sales 
were approximately $0.9 million in fc.scal 1996. Such margins ate likely 10 increase in fiscal 1997 as margin 
sharing agreements in Aorida and other states become fully Implemented. 

EfT eel! or lnrlatioD 

The Company's tariffs provide pun:based gas adjustment clauses through which rates charged to customers nrc adjusted 
for changes in the cost of gas on a reasonably current basis. Increases In other utility costs and expenses not otherwise 
offset by increases in revenues or reductions in other expenses could have W1 adverse effect on earnings due to the time 
lag associated with obtaining regulatory approval to recover such increased costs and expenses, and the uncenainty of 
whether regulatory commissions will allow full recovery of such increased costs and expenses. 
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Item 8. FinanclJIJ Statements aad Supplementary Data 

Consolidated fmancial statements of the Company as of September 30, 1996 and 1995 and for each of tb.e three years in 
the period ended Sepcember 30, 1996, the auditors' report thereon, and the unaudited quarterly fmancial data for the 
two-year period ended Sepcember 30, 1996, are included herewith as indicated on "Index to Financial Statements and 
Schedule" on page F-1 . 

Item 9. Changes in and Disagreements with Aceountantl on Accounting and Financial Disclosure 

None. 

PART Ill 

Item I 0. Directors and Executive Oflleers or the JUgjstnnt 

Information concerning directors and officers of the Company is Included in the defmitive Proxy Statement for the 
Company's Annual Meeting of Stockholders, which is incorporated herein by reference. It is expected that such Proxy 
St.atement will be filed with the Securities and Exchange Commission no later than January 28, 1997. 

Item II. Eucutive Compensation 

Information concerning eKecutive compensation ls Included in the definitive Proxy Statement for the Company's 
Annual Meeting of Stockholders, which is incorporated herein by reference. It is expected th.m such Proxy Statement 
will be filed with the Securities and Exchange Commission no laler than January 2! , 1997. 

Item 12. Security Ownership of Certain Beneflclal Owners and Manaaement 

Information concerning security ownership of cetUin beneficial owners and manasement is included in the definitive 
Proxy Statement for the Companys A.Mual Meeting of Stockholders, which is incorporated herein by reference. It is 
expected that such Proxy Statement will be filed with the Securities and Exchange Commission no later th.an 
January 28, 1997. 

Item 13. Certain RelatJonsbJps and Related Transactions 

Information concerning certain relationships and relaled ttansaetjons is included in the definitive Proxy Statement for 
the Company's Annual Meeting of Stockholders, which is incorporated herein by reference. It is expected that such 
Proxy Statement will be filed with the Seeuritles and Exch.aage Commission no lat.er than January 28. 1997. 
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PART IV 

Item 14. Exhibits, Financial Statement Sebedula and Reports on Form 8-K 

(a) (I) Consolidated financial statements of the Company as of September 30, 1996 and 1995 and for each of the 
three years in the period ended September 30, 1996 and the auditors' n:pon thereon. and the unaudited quarterly 
fmancial data for the two-year period ended September 30, 1996 are included herewith as indicated on the "Index to 
Financial Statements and Schedule" on page F-1. 

(2) The applicable fmancial statement schedule for the fiscal years 1996. 1995 and 1994 is included herewith 
as indicated on the "Index to Financial Statements and Schedule" on page F-1 . 

Edtlblt 

t!!L.. 
2(i) 

2(ii) 

3(i) 

3(ii) 

4(i) 

IO(i) 

IO{ii) 

IO(iii) 

IO(iv) 

IO(v) 

IO{vi) 

(3) Exhibits: 

Letter Agreement, dated June 29, 1993, by and between 
NUl Corporation and Pennsylvania & Southern Gas 
Company 

Agreement and Plan of Merger, dated as of July 27, 
1993, by and between NUl Corporation and 
Pennsylvania & Southern Gas Company 

Certificate or Incorporation, amended and restated as or 
December I , 1995 

By-Laws, amended and restated as of October 24, 1995 

Rights Agreement between NUl Corporation and 
Mellon Securities Trust Company dated November 28, 
1995 

Service Agreement by and between Transcontinental 
Gas Pipe Line Corporation and Elizabethtown Gas 
Company ("£GC"), dated February I, 1992 (N3686) 

Service Agreement under Rate Schedule GSS by and 
between TtanSCOntine:ntal Gas Pipe Line Corporation 
and EGC, dated May 3, 1972 

Service Agreement under Rate Schedule LG-A by and 
between Tramcontineotal Gas Pipe Line Corporation 
and EGC, dated January 12, 1971 

Service Agreement by and between Transcontinental 
Gas Pipe Line Corporation and EGC, dated 
November I, 1995 (Contnlet I# 1.1997) 

Service Agreement by and between Transcontinental 
Gas Pipe Line Corporation and EGC. dated 
November I, 1995 (Conttlet 111 .1995) 

Firm Oas Tl'llnsponation Agreement by and among 
Transcontinental Gas !Pipe Line Corporation, EGC and 
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Rdrrnrr 

Incorporated by reference to Exhibit 2{i) 
10 Registration Statement No. 33·50561 

Incorporated by reference to Exhibit 
2(ii) to Registration Statement 
No. 33-50561 

Incorporated by reference to Exhibit 3(i) 
ofNUf's Form 10-K Report for Fiscal 
1995 

lnrorporoted by reference to Exhibit 
3(ii) ofNllf' s Form I 0-K Report for 
F i.scaJ 19C c 

lnrorporotcd by reference to NUl's 
Form 8-K dated December I. 1995 

lnrorporoted by reference to Exhibit 
I O(i) to Regi.stration Statement 
No. 33-50561 

lncorponued by reference 10 Exhibit 
I O(ii) to Registration Statement No. 
33-50561 

Incorporated by reference to Exhibit 
I O(iii) to Registration Statement No. 
33-50561 

Filed herewith 

Filed herewith 

lnrorporated by reference to Exhibit 
IO(vi) to Reg:5ttation Statement 



Esllfa.c Dtmi!l!!cM! Rdutptr 
~ 

National Fuel Gu Supply Corponllion, dated November N11. 33-50S61 
I, 1984 

IO(vii) Service Agreement by and among Transcontinental Gas F1led herewith 
Pipe Line Cofporltion and EGC, dated November I, 
1995 (Contnlet N1.1998) 

IO(viii) Service Agreement for IWc Schedule CDS by and Incorporated by refmnce 10 Exhibrt 
between Texas Easttm Transmission Corporation and IO(viri) to NUl's Focm 10 ' Repon for 
EGC. dated December I, 1993 (Contract #800361) F•scall994 

IO(ix) Service Agreement under Ralt Schedule fTS. 7 by and lncorp rated by reference r 1 Exhibit 
between Texas Eastern Transmission Corporation and IO(ix) 11 NUl's Fonn IO·K {cport for 
EGC, dated October 25, 1994 (Contract N331720) Fiscal I~ 

IO(x) Service Aareement for Rate Schedule FTS·S by and lncorpor atcd by refmnce to Exhibit 
between Texas Eastern Transmission Corporation and IO(x) to RegiSUillion Statement 
EGC. dated June I, 1993 (Contract N330917) No. 33-50S61 

IO(xi) Service Agreement under Rile Schedule FT'S-8 by and lncorporarcd by reference to lxhibit 
between Texas Eastern Transmission Corporation and l()(xl) to NUl's Focm 10-K Repon for 
EGC, dated June 28, 1994 (Contnlel N33 1013) Fiscalt99 1 

IO(xii) Service Agreement for Rite Schedule FTS-5 by and lncorporah.d by reference to E>.hibit 
between Texas Eastern Transmission Corporation and IO(xu) to Registration St.otement 
EGC, dated June I, 1993 (Contract 030212) No 33-SOS< I 

IO(xiii) Service Agreement for Rate Schedule FTS-2 by and lncorporateo by reference to Exhibit 
between Texas Eastern Transmission Corporation and IO(xiii) to Rtgisuation Stntemenr 
EGC, dated June I, 1993 (Contract #1330788) No. 33·50561 

IO(xiv) Service Agreement under NTS Rate Schedule by and Incorporated hy reference to Exhibit 

between Columbia Gas Tnwmission Corporation and IO(xiv) to NUl's Fonn IO·K Report for 
EGC, dated November I, 1993 (Contract #3927S) Fiscall993 

IO(xv) Service Ap-eement under SST Rate Schedule by and Incorporated b) reference to Exhibit 
between Columbia Gas Transmission Corporation and IO(xv) to NUI'5 Fonn 10-K Report for 
EGC, dated November I, 1993 (Contract t13804S) Fiscal1993 

JO(xvi) Service Agreement under FTS Rate Schedule by and Incorporated by cference to Exhibit 
between Columbia Gas Transmissloo Corporal ion and JO(xvi) 10 NUl's onn IO·K Repon for 
EGC, dated November I, 1993 (ContriCt #137882) F•~al 1 993 

IO(xvir) Gas Transportation A~ent under FT -G Ralc Incorporated by r~ ference to Exhibit 

Schedule by and bdwcen Tennessee Gas Pipeline IO(xvli) 10 NUl'• I om1 10-K Report for 
Company and EGC (ContriCt fl597), dated September I, Fiscall993 
1993 

IO(xviii) Gas Transportation Aareement under FT -G Rate Incorporated by refl renee to Exhibit 

Schedule by and between Tennc::aee Oas Pipehne IO(xviii) 10 NUl's f <•nn 10-K Repon for 
Company and EGC (Contract #603), dated September I. Fiscal 1993 
1993 

IO{xix) Service Agreement by and between Tennessee Gas Falcd hc:n:with 
Pipeline Company and EOC, dated Novc.-mbcr I. 199' 
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Exhibit 

~ 

JO(xx) 

JO(xxi) 

IO(xxii) 

JO(xxii) 

IO(xxiii) 

IO(xxiv) 

JO(xxv) 

JO(xxvi) 

JO(xxvii) 

IO(xxviii) 

IO(xxix) 

JO(xxx) 

IO(xxxi) 

(Contract #3832) 

Finn Transportation Service Agreement under FTS-1 
Rate Schedule by and between City Gas and Florida Gas 
Transmissioo dakd October I, 1993 

Lease Agreement between EGC and Libeny Hall Joint 
Venture, dated Augus• 17, 1987 

1988 Stock Plan 

First Amendment to 1988 Stock Plan 

Fonn of Termination of Employment and Change in 
Control AgJUments 

Finn Traruportatlon Service Agreement under FTS-2 
Rate Schedule by and between City Oas and Florida Gas 
Transmission, dated December 12. 1991 and 
Amendment dated November 12, 1993 

Service Agreement under Rate Schedule LG·A by and 
between Transcontinental Gas Pipeline and North 
Carolina Gas Service Division of Pennsylvania&. 
Southern Gas Company, dllCd August 5, 1971 

Service Agreement under Rate Schedule GSS by and 
oetween Transc:ontinental Gas Pipeline and North 
Carolina Gas Service Division of Pennsylvania & 
Southern Gas Company, dakd April13. 1972 

1996 Employee Stock Purchase Plan 

~rvice Asreem~nt ~m~ flat~ ~h¢ul~ fT by nnd 
between Transcontinet~tal Gas Pipeline and North 
Carolina Gas Service Oivision of Pennsylvania&. 
Soothem Oas Compamy, dated February I, 1992 

1996 Directors Stock Purchase Plan 

Gas Storage Contract under Rate Schedule t-'S by and 
between Tennessee Gas Pipeline Company and 
Pennsylvania & Southern Oas Company. dated 
September I, 1993 

Gas T1"111Sp01'Utlon Awecment under Rate Schedule FT· 
A by and between Tennessee Gas Pipeline Co. and 
Pennsylvania & Soutbem Oas Company, dated 
September I, 1993 (Contma N93S) 

lncorporat.ed by reference to Exhibit 
JO(xx)of'NUI's Fonn 10-K Report f'or 
Fiscal1 993 

Incorporated by reference to Exhibit 
IO(vi) ofEGCs Fonn 10-K Report for 
Fiscal 1987 

Incorporated by reference to Exhibit 
IO(viii) to Registration Statement 
No. 33-21 S2S 

Incorporated by reference to Exhibit 
JO(xxxiii) to Registration Statement 
No. JJ-46162 

lncorpc>rated by reference to Exhibit 
IO(xxili) ofNUI's Fonn 10-K Report 
for Fiscal 199.S 

Incorporated by reference to Exhibit 
IO(xxlv) of NUl's Fonn IO·K Repon for 
Fiscal 1994 

Incorporated by refc:n:nc:e to Exhibit 
IO(xxv) of NUl's Fonn 10-K Report for 
Fj$UII994 

Incorporated by reference to Exhibit 
IO(xxvi) of NUl's Fonn 10-K Repon for 
Fiscal 1994 

Filed herewith 

Incorporated by reference to Exhibit 
IO(xxviii) of NUl's Fonn IO·K Rcpon 
for Fiscal 1994 

Filed herewith 

Incorporated by reference to Exhibit 
IO(xxx) of NUl's Fonn IO·K Report for 
Fiscal 1994 

Incorporated by reference to Exhibit 
IO(xxxl) ofNlJJ's Fonn 10-K Report for 
Fiscal 1994 



E1blbll Pautlldo! R!fm!c:t 
~ 

IO(x.xxij) Gas 1'rlnsporUstion Agea:nent under Rate Schedule fT. lnc:orpcntc:d by reference to Exhibit 
A by and between Tennessee Gas Pipeline Co. and IO(xxxii) ofNUI's Fonn IO·K Repon 
Pennsylvania & Southern Gas Company. dated for Fiscal 1994 
Sep<ember I, 1993 (Connct 1#936) 

IO(xxxiii) Gas Tl'lnSpOftllion Ap-eement under Rate Schedule FT· lncoqxnted by reference to Exhibit 
A by and between Tennessee Gas Pipeline Co. and IO(xxxiii) of NUl's Fonn 10-K Report 
Pennsylvania&. Southern Gas Company. dated for Fiscal 1994 
Sep<ember I, 1993 (Contract 1#959) 

IO(xxxiv) Gas Tran.spoftltion Aweement under Rate Schedule FT· Incorporated by reference to Exhibit 
A by and between Tennessee Gas Pipeline Co. and IO(xxxiv) of NUl's Fonn 10-K Repon 
Pennsylvania&. Southern Gas Company, dated for Fiscal 1994 
September I, 1993 (Contract 112157) 

IO(xxxv) Employment Apccment, dated as of July 29, 1988, Incorporated by reference to Exhibit 

between NUl Corporltioo and Jade Langer IO(xxxv) of NUl's Fonn 
IO.K Repon for Flscall994 

IO(xxxvi) Service A8J'"ftlent for Rate Schedule FT by and Incorporated by reference to Exhibit 
between TranJcontlnental Gas Pipe Line Corporation IO(xxxvl)ofNUJ') Fonn 10-K Repon 
and EGC (Cootnlet IL .0431) dated April I, 1995 for Fiscal 1995 

IO(x.xxvii) Servic:e Agrmnent f« Rate Scbcdule FT by and Incorporated by reference to Exhibit 
between Tnuucontinental Gas Pipe Line Corporation IO(x.xxvil) of NUl's Fonn 10-K Report 
and EGC (Connct I# 1.0445) dated April I, 1995 for Fiscal 1995 

I O(xxxviii) Servic:e Asreement for Rate Schedule ss-1 by and Incorporated by reference to Exhib1t 
between Texas Eastern Transmission Corporation and IO(xxxviii) of NUl's Fonn 10-K Report 
EGC (Contract (1#400196} dated September 23, 1994 for Fiscal 1995 

IO(xxxix) Gas Storage Agreement under Rate Schedule FS by and Incorporated by reference to Exhibit 
bdween Tennessee Gas Pipeline Company and EGC IO(xxxix)ofNUI's Fonn 10-K Report 
(Contrect 1#8703) dated NovembeT I, 1994 for Fiscal 1995 

IO(xl) Consulting Agreement. dated as of March 24, 1995, Incorporated by reference to Exhibit 
berween NUl Corporation and John Kean IO(xl) of NUl's Fonn 10-K Report for 

Fiscal 1995 

I O(xli) Fonn of Deferred CompensatJon Agreement Incorporated by reference to Exhabit 
IO(xli)) of NUl's Fonn 10-K Report for 
Fiscal 1995 

IO(xlii) 1996 Stock Option and Stock A ward Plan Filed herewith 

12 Consolidated Ratio of Earnings to Fixed Cbar&es Filed herewith 

21 Subsidiaries of NUl Corporltioo Filed herewith 

23 Consent of Independent Public Ac:eountantJ Filed herewith 

27 Financial Dala Scbedt.lle Filed herew1th 
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Exhibits listed above which have heretofore been filed with the Seauities and Exchange Commission pursuant to the 
Securities Act of 1933 CK the Securities Exchange Act of 1934, and which were designated as noted above and have not 
been amended, are hereby incorponled by reference and made a pan hereof with the same effect as if filed herewith. 

The Company is a pcty to various agreements with respe<:tto long·ttrm indebcedncss to which the total amount of 
indebtedness autborized under each ~ent, respectively, does not exceed 10% of the total assets of the Company o;n 

a consolidated basis. The Company hereby agrees to fumoo to the Securities and Exchange Commission copies of such 
agreements upon request. 

(b) Reports on Fonn 8-K: 

None 
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REPORT OF INDEPENDENT PUBLIC ACCOUNT ANTS 

To NUl Corporation: 

We have audited the ac:companying consolidated balance sheet and consolidated statement of capitalizallon of NUl 
Corporation (a New Jersey corporation) and subsidiaries as of September 30, 1996 and 1995, and the related 
consolidated swements of income, cash flows and shareholders' equity, for each of the three years in the period ended 
September 30, 1996. These consolidated financial statements are the responsibility of the CompMy's manaaemrnt. Our 
responsibility is to express an opinion on these consolidated financial statements based on our audits. 

We conducted our audits in acxlOrdance with generally accepted audjting standards. Those sUindnrds require that we 
plan and perfonn the audit to obtain reasonable assurance llbout whether the consolidated finr.!::tll statements are free 
of material misstatement An audit includes examining, on a t.e8t basis, evidence supporting the amounts and disclosures 
in the consolidated financial statements. An audit also includes assessing the accounting principles used and significant 
estimates made by management, as well as evaluating the overall fmancial statement presentation. We believe that our 
audits provide a reasonable basis for our opinion. 

In our opinion, the consolidated fmancial statements referred to above present fairly, in all materi31 respectS. the 
financiaJ position of NUl Corporation and subsidiaries as of September 30, 1996 and 1995, and the results of their 
operations and their cash flows for each of the three years in the period ended September 30. 1996, in conformity with 
generally accepted accounting principles. 

Our audits were made for the purpose of forming an opinion on the basic financial SUltements taken as a whole. The 
schedule listed in Item 14(a)(2) is the responsibility of the Company's management and is presented for purposes of 
complying with the Securities and Exchange Commission's rules and is not a required part of the basic financial 
statements. This schedule bas been subjected to the auditing procedures applied in the audits of the basic financial 
statements and, in our opinion, fairly states In all material respectS the rmancial data required to be $CI fonh tha-cin in 
relation to the basic financ ial statements taken as a whole. 

New York, New York 
November 19, 1996 

ARTHUR ANDERSEN LLP 
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NUl Corporation and Subsidiaries 
CouoUdated Statement or Income 

(Dollars iJI thousands, ncepl per abue amounll) 

Yen f.nde(! Septem~r JO • 

.1!2! 1m 1994 
Optratine Mafliu 
Operating revenues $468,978 $376.445 $405.240 
Less- Purchased gas and fuel 268,123 189.510 223,421 

Gross receipts and franchise taxes .l§.2ll ~ _EJ.11 

ill..m ~ 144.646 

Otber Optratiae Espcua 
Openuions and mainten.ance 94,497 90,523 90,904 
Depreciation and amoniz.Dtion 21,134 19,750 17,446 
Restructuring and other non-recurring charges 8,591 923 
Other taxes 7,605 7,657 7.435 
Income taxes _L!U ~ _l.Q2! 

.lll..2!t llM21 ~ 

Opcratlne iDc:ome l.UlL .1l.lli .la!Q 

Otber Income and EtpeDK, Net __§1.1 ___ill ~ 

Interest Etptnse 1M.!.Q JJ..Z1! ~ 

Net Income $14.896 $ 5.511 $ 10,780 

Net Income Per Share of Common Stock ~ S_..® s 1.25 

Dividends Per Sbare ofCo••oe Stodt s .90 s~ $ 160 

Wdabted Averaae Num~r ofSbara 
of Common St~k Ouutaedl111 9.819.431 9,UMJ7 M t2.222 

Su tlw notu to tlw c0111olldottd j/I'IDIICialstatttMI'IU 
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ASSETS 
Utility Plant 
Utility plant, 111 original cost 
Accumulated depreciation and amorti7.ation 
Unamoniud plllllt acquisition adjustments 

Funds for CoDJtruction Bdd by Trustee 

NUJ Corporatioe aad Subtkllaria 
Consotklated Balanc:e Sheet 

(Dollars Ia tbou.unds) 

Investments In Marketable Securida. al l'lliUKCI 

Current ASRtJ 
Cash and cash equivalents 
Accounts re«ivable (less allowance for doubtful accounts of 
$2,288 in 1996 and $1,689 in 199.5) 

Fuel inventories. at average cost 

Unrecovered purchMCd ps cosu 
Prepuyments lllld olher 

Other AssetJ 
Regulatory I1SSds 

Defcm:d llSSd.S 

CAPITALIZATION AND LIABrLITIES 
Capltatl:z:atlon (Sec accompanyina statemc::nts) 
C'nmmon sh11rcholdcrs' equity 
J>rcfcm:d stock 
Long-term debt 

Curnnl Uablllllts 
Current ponion of long-term debt and capitallc:asc obligations 
Notes paynble to banks 
Accounts payable, custOmCr deposits and accrued liabilities 
Ovcmcovercd pun:hMCd gas COSU 
Federal income anti other taxes 

Other Liabilities 
Deferred Federal income taxes 
llnamoni1..cd invCJitlllCnltax cn:dlts 
fuwtronmental remediation reserve 
Regulatory and olhcr habilitics 

Mp!tmber JO, 
1996 1995 

$630,909 $.597.360 
(200.333) (1 84 . .5~11) 
_ll.ill ~ 
464,300 4411.071 

44,6S2 ~ 

~ 2.723 

3.736 3.601 

43.664 30.2\13 
29.191 :!7.629 

6.1187 
__a.ru 20.007 
...!Q1JJU ..!.!J1Q 

S2.4R2 S4,374 

~ ~ 
-..W.2:! 63.436 
$677.966 S(,10.16S 

$179.107 $140.912 

230.100 ill.&!!Q 
.iQ2.W 362.972 

10.466 ..JJ...lli 

2,.584 1.7.59 
S4,89S 37,93.5 
6.5.902 .511.770 

4,1!9.5 
2.696 _1.1!.!i 

lli..Q1Z 111.077 

.59.050 .5 1. 94() 

6.63.5 7,1CI2 
33.981 JJ.9R I 

~ ..illll 
l.Jl.lli J.lUm 
1§77.966 SflJ£W 



Optratina Artivitlcs 
Net Income 

t 
NUl CorporatioD and Subsidiaries 

Consolidated Stakmmt or Cash Flows 
(Dollan la tbouunds) 

Adjustments to rc:concile net income to net caSh provided by 
operating activities: 

Deprccia1ion and amortization 
lkfem:d Fcdenll income taxes 
Non-cash portion or rcstnldUrina and 

other non--recurring cbqes 
Amortlmtlon of dd'c:rrcd Investment tiUC eredlts 
Other 
EITcas of changes In; 

Accounts rcoeivable. net 
Fuel inventories 
Accounts payable, deposits anciiK.1CNIJJ 
Over (under) rccoveftd purdwcd ps costs 
Gross n:cciptS and ftanchlse taxes 
Other 

Nc:1 cash provided by opc:ratingletivltlcs 

Fin.ntinc Activities 
Proceeds from sales of common stoclc. net of treasury stoclc purchased 
1D1vidcrnb 10 ~ho: .crs 
Proceeds from bsuancc ofiOOJ·teTm ~ 
m:undl for consttuc1lon held by 11\lStCe, net 
Rmayments of long-term debt 
Principal payments under capital lease obllg.atlons 
Nc:t short-ll:nn borrowmss {repayments) 

Net cash provided by (UJCd for) financing activities 

lnvcstlnc Acdvftla 
Cash expcndillln:S for udliry plant 
Proceeds from sales or maritetabk: securities 
Purchases of mortelllble securities 
Proceeds from sale of asscu 
Other 

Net C05h (used fill') invCSWlg activities 

Nrt lnause (D«,raJe) In Cash and Cuh Equlvalmb 

Cash and Cash Equlvaknta 
At beginning of period 
At end of period 

Suppkm~ntall>bdosures of Caah F1oww 
l'ncomc laJies paid (n:runds rcoeivcd). net 
I ntcn:st pa1d 

Yran Ended §sptrmbrr 39. 
1m 00 1994 

$14.896 SS.S I7 ~10,780 

22.31S 20.932 18.773 
U69 2,00.5 6.893 

4.913 683 
(467) (4611 ) (476) 

4,617 4,62Ct 2,926 

(ll.l71) 7.92.l !S.724) 
( I,S62) 987 ( 193) 
8.310 7.77.5 2,627 

( 11.882) 2.949 4,332 
1,.543 (4. 152) ( 11 . 11 2) 

J.2..ill.) -'.1..Q/ll) .1.!z.2M) 
.ll..UQ :!1.2.12 n.m 

31,371 S71 6,323 
(8.700) (8,296) ( IJ,8J6) 
39.000 70.000 66.SOO 

(29.049) I(), I 2.5 (2,093) 
(30, 1311) (9,1)()2) (.54,1.59) 
( 1,829) (1,844) C2.0SS) 

..!.U§Q ill..!.2Q) )3.89) 

l.2..ill ill.J.lfrl 34.~73 

m.om (37.976) (S3.60 1) 
1.268 1,199 6S9 

(2.343) 
1.610 

( 1.K82l C! .64K) (2.000) 
(40.010) U!.:!lll ill..illl 

~ ~ s~ 

s 3.601 s s.c.n s 1.1173 
3.736 3.601 S-637 

$2.612 S( 1,129) s 666 
111.654 17.416 17.S97 

Su tm nottl to tlut co/lloltdotf'd jlnallclo/ stattJmf'nll 
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Lon a-Term Dtbt 
Gas facilities revenue bonds 

6.625% due Oaober I, 2021• 
6.75% due October I, 2021• 
6.35% due October I, 2022 
6.40'/o due October I, 2024 • 
Variable rate due June I, 2026• 

Medium-term notes 
7. 125o/o due August I, 2002 
8.35% due February I, 2005 

Credit agreement indebtedness 

NUl Corporatloa 1ad Subs6dllria 
CoDJoUdated Stakmtnl of C•pltllizatlon 

(DoUin iD tboUJIDdJ) 

ESOP indebtedness, 6% due May 31, 2002 

Current ponion of long-term debe 

Preferred Stock. 5,000,000 shares autboriz.ed; none issued 

Common Sblrtl'to&dtn' Equity 
Common Stock, no per value; shares authoriz.ed: 30,000,000; 

shares outstanding: 11,085,876 in 1996 and 9,201,237 in 1995 
Shares held in treasury: 92,731 shares in 1996 and 90,397 in 1995 
Retained earnings 
Valuation of marketable securities 
Unearned employee compensation 

Total C1pltlllziUon 

s 8,400 
46.200 
46,500 
20,000 
39,000 

20,000 
50,000 

2~0 
23 1,050 
__illQ) 
llQ.J.QQ 

171,968 
(1.564) 
10.117 

389 
( 1.803) 

!79,107 

$409,207 

s 8.400 
46,200 
46,500 
20.000 

20.000 
50,000 
30.000 

___!.!!!! 
222. 188 

{1~8) 

mMQ 

139.093 
( 1.265) 
3.921 

232 
{1.069) 

140.912 

• The total unexpended ponions of the net proceeds from these bonds, amounting to $42.6 million nnd $13.6 million as 
of September 30, 1996 and September 3 , 1995, respectjvely, are carried on lhe Company's consolidated balance sheet 
w funds for construction held by IJ'UStCe, including intetese earned thereon. until drawn upon for eligible construction 
expendin.res. 



NUl Corporation and Subsldlariesl 
CoD.IoUclated Stawaent of Sha~bolders• Equity 

(Dollars I.D thousands) 

Unrealized 
QwnmonS~ Gain (Loss)- Unearned 

Stwcs Plid·m tkldin Rmincd ~~~ ~~0~ 
Q!.!tundi!!& ~ ~ ~ Sccurili~ ~Omi!!!S!liO!! Total 

Balance. 
September 30, 1993 8.201.096 $114.89S s (797) s 9,718 s (93) s (1 •. 339) $122.384 

Common stoclc issued: 
PSGS acquisition 683,443 16,864 16,864 
Oth~ 272,SS6 6.323 6.323 

Net income 10.780 10.780 
Cash dividends (13.836) ( 13,836) 
Unrealized gain 93 93 
ESOP trdllSIII:Iions _n 122 _1M! 

Balance. 
September 30, 1994 9,"7,09S $138,082 s (797) s 6,700 s s (1.217) 142.768 

Common stoclc issued• 74,499 1,045 1.045 
Tn:as:ury stock purdlascd (30.3S7) (468) (468) 

Net income S,$17 S.S l1 
Cash dividends (8.296) (8.296) 
Un~izcd gain 232 232 
ESOP lransaetions ____ill) 1411 --"-" 
Balance, 
September 30, I 995 9.201)37 $139,093 S (1)6S) $ 3,921 $ 232 $ ( 1.069) $140.912 

Common stoclc issued: 
Public offering 1.800,000 31 .067 31.067 
Othet'" 86.973 I,S48 1.548 

Treasury stock transactions (2,334) 260 (299) (39) 

Net income 14.896 14.896 
Cash dividends (8.700) (8.700) 
Unrealized gain IS7 IS7 
Unearned compensation 1734) --1.lliJ 

Balance, 
September 30, 1996 11 .08S.876 SIZ!.96f s (I ,S64) s 10.117 ~ s ( 1.80)) Sm79,107 

• Represcnls common stock i:uued in connection with NUl Direct tmd variOla empl~ bet~cjlt plans 

Str tlw notr110 tlu! t'UIIJolldntl'd flnanrwl stattrmtmll 
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NUl Corporation and Subsidiaries 
Notes to Cbe Consolldatt'd Floandal Statements 

I . Sununary of SIJnlllcant Aecouotln& PoUdes 

Principles ofCoruolldatlon. The consolidated fmancial StAtements include all opernting divisions and subsidiaries of 
NUl Corporation (collectively referred to as "NUl" or the "Company"). The Company distributes and sells natural gas 

and related services in six states through its Northern and Southern util ity Divisions. The Northern Division operates in 
New Jersey as Elizabethtown Gas Company. The Southern Division was fonned effective April I, 19CJ5 through the 
consolidation of the Company's City Gas Company of Florida ("CGF") and Pennsylvania & Southern Gas Company 
(•PSGsj operations {see Note 3). PSGS, which bas opentions in North Carolina. Maryland, Pennsylvnnia and New 
York, was acquired on Aprill9, 1994. In addition to gas di!tribution operations. the Company provides retail gas sales 
and related services through its NUl Energy, Inc. subsidiary; bill processing and related customer services for utilities 
and municipalities through its Utility Business Services., Inc. subsidiary; and wholesnle energy brokerage and n:lated 
services through its NUl Energy Brokers, Inc. subsidiary. All inten:ornpany accounts and trnnsactions have been 
eliminated in consolidation. 

The preparation of financial statements in accordance with generally accepted accounting principles requires 

management to make estimates and assumptions that affect the reponed amounts of assets and liabilities. the disclosure 
of contingent assets and liabilities at the date of the financial SlDtements and the reported amounts of revenues and 
expenses during the reporting period. Actual results could differ from those estimates. 

Certain reclassifications have been made to the prior year finaneinl statements to confonn with the current year 

presentation. 

Regulation. The Company is subject to regulation as an operuting utility by the public utility commissions of the states 
in which it operates. 

Ut11ity Plant. Utility plant is stated at i{.) original cost. Depreciation is provided on a straight-line ba.s1s over the 
remaining e:. imated Uves of depreciable ptlipeny by applying composite average annual rutes as approved by the state 
commissions. The composjte average annual depreciation rate was 3% in fLSGal 1996, 3.2% in fiscal 1995 and 3.1% in 

fiscal 1994. At the time properties arc retired, the original cost plus the cost of retirement. less salvage, is charged to 
accumulated depreciation. Repairs of all utiJity plant and replacements and n:newals of minor items of property are 

charged to mai.,tenance expense as in<:urred. 

The unamortized plant acquisition adjustments represent the remaining ponion of the excess of the purchase pncc over 
the book value of net assets acquired. The excess is being amonlz.ed on a straight-line basis over thirty years from the 
date of acquisition. The results of opemtions of acquired entities hove bce.n included in the accompanying consolidated 
financial statements for the periods subsequent to their acquisition. 

Operating Revenues and Purchased Gas and Fuel Costs. Operuting revenues include accrued unbilled revenues 
through the end of c.ach accounting period. Operating n:venues also n:Oect adjustments attributable to weather 
nonnaJiution clauses that are accrued during the winter heating season and billed or credited to customers in the 
followin& year. 

Costs of purchased gas and fuel are recognized as expenses in accordance with the purchoscd go.s lldjusunent clause: 
applicable in each state. Such clauses provide for periodic reconciliations of actual recovcmble go.s costs and the 
estimated amounts that have been billed to customers. Under or over recoveries are deferred when they arise and on: 
recovered from or refunded to customers in subsequent periods. 

Rcslrlcrcd Cash. In accordance with certain regulatory requirements in North Carolinn, the Company is n:quln:d to 
deposit pipeline supplier refunds in an interest·bearin& account. These funds, including Interest eamcd thereon. 
amounted to approximately $1.0 million and $0.9 million as of September 30. 1996 and 1995, respectively, and are 
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restricted for uses as prescribed by Nonh Carolina regulatory authorities. This balance is classified in the Company's 
consolidated balance sh~ in deferred charges with a corresponding amount included in ol.lter liabilities. 

Income Taxes. The Company accounts for income taxes in accordance with Statement of Financial Accounting 
Standards No. 109. "Accounting for Income Taxes", which requires the liability method to be used to account for 
deferred income taxes. Under this method, deferred income taxes n:lated to tax and accounting basis differences are 
recognized at the statutory income tax rates in effect when the ta:< Is expected to be paid. 

lnvesunent tax credits. which were generated principally in connection with additions to utility plant made prior to 
January I , 1986, are being amortized over the estimated service lives of the properties that gave rise to the credits. 

Regulatory Assets and Llabilltlc.s. The Company's utility openulons follow the accounting for regulated enterprises 
prescribed by Statement of Financial Accounting Standards No. 71, "Accoonting for the Effects of Certain Types of 
Regulation" ("SFAS 71 "). In gencnl, SFAS 71 requires deferral of certain c<»ts and obligations. based upon orders 
received from regulators, to be recovered from or refunded to customers in future periods. The following represents the 
Company's regulatory assets and liabilities deferred in the accompanying consolidated balance sheet 3S of September 
30, 1996 and 1995 (in thousands): 

Rqubltory AJsdl 
Environmental investigation and remediation eoSlS 
Unrecovered gas costs 
Postretirement and other employee benefits 
Deferred piping allowances 
Other 

Pe&ulatory Uabillties 
Net overcollec:t.ion of income taxes 
Gas supplier refunds 
Other 

$33.658 
6.730 
8,339 
3,010 

_ill 
$52.482 

$5,208 
850 

__ll 
$ 6.146 

$32,967 
9.675 
6,332 
3,249 

...l..W. 
$54.374 

s 5,365 
1.387 

222 
$ 6.974 

Although the gas distribution indu.stJy is becoming increasingly competitive, the Company's utility operations continue 
to recover their costs through cost-based rates established by the public utility commissions. As a resuh. the Company 
believes that the accounting prescribed under SFAS 71 remains appropriate. 

Cash Equivalents. Cash equivalents consist of a money market occount which invests in securities with original 
maturities ofthn:e months or less. 

Net Income Per Share of Common Stock. Net income per share of common stock is based on the weighted average 
number of shares of NUl common stock outstanding. The assumed exercise of outstanding employee stock options 
would not have a dilutive effect on net income per share of common stock. 

New Accuuntil1g StQII(/ord.J. The Compony is required to adopt Statement of Financial Accounting Smndurds Nu 12 1 
("SFAS 12 1") in fiscal 1997. SFAS 121 establishes accounting standntds for the imp4inncnt of long-lived !Wets. ·n,e 
adoption of this statement is not expected to lulve a material impact on the Company's financial condition or results of 
opcmtioru. 

The Company is also required to adopt Statement of FlnMcial Accounting Standards No. 123 ("SFAS 123") in fiscnl 
1997. SF AS 123 establishes a fair value method of accounting for or disclosing stock-blued compensation plans. The 
Company intends to adopt the disclosure provisions of SFAS 123 only. whjch rc:quin:s disclosing the pro-forma 
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consolidated net income and earnings per share amounts assuming the fair value accounting provisions of SFAS 123 
were adopted. This adoption will not affect the Company's ftnandal condition or results of operat.ions. 

2. Acqulsltloo or PttlDI)'IvmJa lr SoudaotrD Gu Cclmpaoy 

On April 19, 1994, the Company issued and exchanged 683,443 shares of NUl common stock for all of the outstanding 
common shares of PSGS pursuant to the merger of PSGS with and into NUl (the "PSGS Merger"). The tran.sactjon w~U 
valued at approximately $17 million. PSGS operates as part of the Southern Division of NUl. 

The PSGS Merger was accounted for as a purchase in accordance with generally accepted accounting principles Md the 
results of operations of PSGS have been consolidated with those of NUl as of April 19, 1994. Due to the effects of the 
regulatory process, the underlying net assets of PSGS have been recorded at their historical net book value. TI1e excess 
of the purchase price over the histori<:aJ net book value of the underlying net assets of PSGS is included in utility plant 
as a "plant acquisition adjustment" and is being amortized over a thirty year period. On Sepcember 30. 1994, NUl sold 
its PSGS propane assets. The excess of the purchase price over the net book value oftJu: propane assets sold mluced 
the plant acquisition adjustment by approximately $1.4 million. As discussed further in Note 10. the Company. in 
connection with the PSGS Merger, acquired fanner manufactured gas plant facilities. No provi.sion for environmental 
remediation had been made by PSGS in its fmanc:ial statements prior lO the PSGS Mc:rser. As a result. during fiscal 
years 1994 and 1995, the Company recorded a total of$3.7 million additional plant acquisition adjustment to provide 
for probable environmental remedial:ion liabilities. 

3. Restructuring and Other Non-R~urring Charges 

tn fiscal 1995, the Company incurred approldmately ~tax $8.6 million of non-recurring charges for, among other 
things, the implementation of an early retirement program and the <lOilsolidation of its Florida and PSGS operations. 

nn November 1994, the Company offered an early retirement program to certain employees. The program, which 
bc:<:ame effective on April I, 1995, was ~cd by 9S of the eligible 112 employee$. In accordance with St.utemenl of 
Financial Accounting Standards No. 88, "Employers' Accounting for Settlements and Curtallmc:nts of Deftned Benefit 
Pension PIMS and for Termination Benefits", the Company ~rded a spedaltermina.tion charge of approximately 
$4.1 million. In addition, the Company recorded approximately $0.8 million of other benefit expenses associated with 
these employees. The Company also deferred. pending regulatory recovery, a chArge of approximately $0.6 million for 
special termination benefits. 

Effeetivc: April I , 1995, the Company consolidated its Florida and PSGS divisions to fonn D new NUl Southern 
Division. The Southern Division is headquartered in Hialeah. Florida. As a result, PSGS headquarters in Sayre. 
Pennsylvania was closed effective December 31, 199S. The Company inC\Ill'ed 11 dwgc of approximately $2.6 million 
for severance and otfler expenses assoc::iated wilb the consolidation of the two divisions. 

ln addition, during ftscal 1995, the Company incumd a charge of approximately $0.8 million to write down ceruin 
regulatory assets as a rest:lt of the November 1994 settlement of the Company's Florida rate case. 

The Companf also incurred approximately $0.9 million of non-recurring charges in ftscal 1994 related to the write· 
down of certain non-recoverable regulatory assets and for certain restructuring costs in Florida. 

4. Capitalization 

Long-Term Debt. On June 12, 1996, the Company issued $39 million of floating rate tax C:Xeiilpl Gas Facilities Revenue 
Bonds whlc:h mature on June I, 2026. Under the temu of the floating rate debl. the interest rate paid by the Company. 
which averaaed 3.1% since the date of issuance, is reset daily. The proceeds of tJle bond issuance are being used to 
finance part of the Northern Division'• c:aplt.al expenditure proaram. 

On February 16, 1995, the Company issued $SO million aggregate principal amount of Medium-Tc:nn Notes, ~nes A, 
with a stated maturity date of February I, 2005 and an interest rate of8.35%. On May 25, 1995. the Company issued an 
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additional $20 million of Medium-Tenn Notes, Series A, with a swed maturity dale of August I, 2002 lUld lU1 intc:rcst 
rate of 7.125%. The net proceeds from these Medium-Tam Notes were used to rq>ay shon-tenn debt On July 17. 
199S, the Company completed an early redemption of its remaining $8.7 million of First Mongage Bonds. The bonds 
carried coupon rateS of set. and 8.S% and were miecmed with proceeds from shon-tenn debt. 

The Company deposits In trust the unexpended pordon of the net proceeds from its Gas Focllitles Revenue Bonds until 
drawn upon for eligible expenditw'CS. As of Sepcember 30, 1996 and 1995, the total unexpended ponions of all of the 
Company's Gas Facilities Revenue Bonds were $42.6 million end $13.6 million. respectively, lUld an: classified on the 
Company's consolidated balance sheet. Including interest earned thereon, as funds for construction held by truslte. 

As of September 30, 1996, the ComJ*!y is scheduled to repay approximately S I million of long-tam debe in fiSCal 
1997. No other long-term debe is scheduled to be repaid o"'Cf the next five years. 

Preferred Stock. The Company has S,OOO,OOO shares of authonz.c:d but unissued preferred stock. Shan:s of Series A 
Junior Participating ~ferred Stock have been reserved for possible future issUlUlce in connection with the Company's 
Shareholder Rights Plan described below. 

Shareholder Righu Pion. In November 1995. the Company's Board of Directors adopted 11 Shareholder Rights Plan 
under which shareholders of NUl common stock were issued as a dMdc:nd one right to buy one one-hundredth of a 
share of Series A Junior Pattlclpeting ~ferred Stodc at a purchase price of SSO ("Right") for ench share of common 
stock held The Rights initialJy IUICh to the shares of NUl common stock and can be exercised or transferred only if n 
person or group (an "Acquirc:r"), with c:erWn exceptions. ecquirc:s, or commences a tender offer to acquire. bmcficinl 
ownenhip of IS% or more of NUl common stock. EKh Right, except those held by the Acquuw, may be used by the 
non-acquinng shareholders to purchase, at the Right's exercise price, shares of NUl common stock hnving a market 
value equivalent to twice the Ri&ht's exercise price. thus subsunti.tlly •:ducing the Acquim's ownership percc:nll'l.gc. 

The Company may redeem the Rjghts at $0.001 pet Right at any time prior to the occum:ncc: of nny such e\lent. All 
Rights expire on November 27, 2005. 

Common Stock. On ~ay 20, 1996, the Company issued an additionAl 1.8 million shares of NUl common stod. The net 
proceeds from the offerin& totaled $31 .1 million and were used to repay the Company's $30 m111ion credit agreement 
indebtedness with the remainder used to reduce outstandina shon-t.c:nn debe. 

As discussed in Note 2, the Company issued 6&3,443 shares of NUl common stock Ill connection w1th the acquisition 
ofPSGS on Aprill9, 1994. 

The Company periodically issues shares of common stock in connection with NUl Oirm, the Company's dividend 
reinvestment and stock pun:hase plan, and various employee benefit plans. Effect ive in Oecc:mbc:r 1994, these plnns 
commenced purchasing shares on the open market to fulfill tJ1e plans' requirements rather thnn purchasing the shares 
directly from the Company. Under the terms oftbcse plans, the Company may chnnge the method of purchasing share-s 
from open market purclwes to purc.hues ditectly fi'om the Company, or vice vena. Effectwe in October 1996, the 
Company began purchasina shares directly from the Company for these common stock plans. In addition. during ftsatl 
1996, the Company began issuina new shares of NUl common stock under thJU new stock plans 

At Sepcc:rnber 30, 1996, shares rac:rved for issuance under the Company's common stock plans "'ere NUl Direct. 
202,325: Savings and Investment Plan, 325,769; 1996 St.odc Optior and Stock Award PllUl, 212,092: 1996 Employee 
Stock Purchase Plan, 123,038; and the 1996 Director Stock Purchase Plan. 6S.I 02. 

Stock rlans The Company's Board of Directors believes that both d1rectors' and management's mtc:rc:st should be 
closely aligned with that ofsharc:holden. As 11 n:suh, under the 1996 Stock Option 1111d Stock Award Plan. the: 1996 
Director Stock Pun:.hase Plan and the 1988 Srock Plan, the Company has a long-tenn com~nsntion program for 
directas. executive offiCerS and key employees involvina slwa of NUl common stock 
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Each non-employee director of the Company earns an annual reuiner fee that consists of a deferred grant of shares of 
NUl common stock. As ofSepcember 30, 1996, such reta.iler fee was equivalent to a fair market value of$15,000 on 
the date of grant. In addition, non-employee ditec1on who also chair eomminees or the Board receive llddilionol 
deferred grants with a fair market value of $2,SOO on the date of grant. Deferred stock grants are inCJ't'ascd on each 
common stock dividend payment dale by an amount equal to the number of shares of NUl common stock which would 
have been purchased had aJI defemd stock grants been i.SSIICd and the dividends reinvested in additional shares. As of 
September 30, 1996, the total defcmd grants for non-employee directors were 27,681 shares of NUl common stock. an 
increase of6,585 shares during fiscall996. 

Shares granted as long-term compensation for executive ofTtcets and Key employees amounted to 65,113 shares in 
fascal 1996, 17,620 shares in ftSCal 199S IDd 15,730 shares in fJJCal 1994. As of September 30, 1996, a total of 87.297 
shares of restricted stock that have been granted as long-tmn compensation are subject to future vesting requirements. 
and are restricted from resale. 

Executive officers and key employees are eligible to be granted options for the purchase of NUl common stock at 
prices equal to the market price per share on the date of grant The option must be exercised within ten years from the 
date of grant. Transactions during the last three f15Cal years involving stock options were as follows: 

Options out.standing and exercisable at September 30, 1993 

Fiscal 1994 
Exercised 
Canceled 

flscai 199S 
Canceled 

Options outstanding and exercisable at September 30, 1996 

Number of 
...s.t!m.. 

16,450 

(2.300) 
(I,ISO) 

Option Price 
oer 11hare 

$14.42-$17.625 

$14.42 
$14.42 

$15.77 

SIS.77-SI1.625 

As of September 30, 1996, options with respect to 2,400 shares c:arry stock appreciation rights with an exerc~ price of 
$15.77 per share. During fl5all 1995, payment on 1,600 st.ock appreciation rights was made at an cxerci.se price of 
SIS.77. 

Employee Stoclc Ownenhlp Plan. On March 30, l99S, the Company terminated the employee stock ownership plan 
("ESOP") which was provided for certain employees of CGF. The ESOP is completing its allocation of plan assets 
among pnrtlcipant's accounts in ac:a>rdance with a private letter rulln& Issued by the lntemal Revenue Service m 
October 1996 at the request of the Company. Upon completion of the allocations, which is expected in flsc.al 1997. the 
ESOP indebtedness will be satisfied. 

The Company mcurred ESOP expense amounting to $0.2 million in both fiSCal 1996 and 1995. and SO 9 million in 
fiscal 1994. As of September 30, 1996. the ESOP trusl held 113,895 shares of NUl common stock, of which 62.047 
shares were allocated to participating employees. Participating employees are entitled to vote the allocated shnres and 
the ESOP trustee votes the remainder of the shares. 

Div/J.md Re.strlctlon.r The Company'• long-term debt a&Jeemmtl Include. amona other things. re5tnC11011S as 10 the 
payment of cash dlvtdends. Under the most restrictive of these provisions. the Company iJ permitted to pay $24 milhon 
of cash d1vidends at Sepcember 30, 1996. 
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5. Nota Payable to Baak.J 

At September 30, 1996, the Company's outstanding notes payable to banks wen: $54.9 million wilh B combined 
weighted a~e interes1 rate of s.rA.. Unused lines of credit at September 30, 1996 were $76 mill ion. 

The weighted average dally amount outstanding of notes payable to banks and the weighted overnge Interest rotc on that 
amount was $39.9 million at 5.6% in fa.scal I 996, $58 million at 5.Wo in fiscol I 995 and $82 mill ion Bt 4.1% in ftSCal 
1994. 

6. Leala 

Utility plant held under capital leases amounted to $23.5 million at September 30, 1996 and $22.9 million at September 
30, 1995, with relaled accwnulalcd amortization of$ I I.S million and $I 0.3 million. respectively. These properties 
consist principally of leasehold improvements and office furniture and fixtures. A summary of future minimum 
payments for properties held under capitol leases follows (in thousands): 

1997 
1998 
1999 
2000 
2001 
2002 and thereafter 
Totol future minimum payments 
Amount representing interest 
Cumnt portion of capitol lease obligations 

Capital lease obligation 

$2,582 
2,397 
8,875 

415 
300 

__lli 
14,913 
(2,81 3) 
(1 .634) 

$10.466 

Minimum payments under noncancelable operating leases. which relate principally to office space, ore approximately 
$4.1 million in f iCal 1997,$3.8 million in ftSCal1998, $3.7 million in fiSCal 1999, S3.8 million in ftSCal2000 and $3.9 
million in ftSCal2001. 

Rents charged to operalions CXpcn5C were $4.6 million in both f~l 1996 ~ fi.SC81 1995, and $4.3 million in fi.sall 
1994. 

7. Fioanclallnstrument.l 

As of September 30, 1996 and 1995, the market value of the Company's investments in matketoble securities exceeded 
their cost by approximately $623,000 and $372,000, respectively, which unrealized goin is rencctcd net of deferred 
income taxes in the accompanying consolidated balance sheet as a component of shareholders' equity. 

The fair value of the Compan)"s cash equivalents, funds for consuuction held by trustee and notes payable to banks ore 
approximately equivalent to their carrying value. The fair value of the Company's long·term debt exceeded rts carrying 
value by approximately $1 I million and $8 million as of September 30. 1996 and 1995, respcctr\<ely The fair value of 
long-term debt was estimated based on quoted market prices for the same or similar issues 
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8. Consolidated Tans 

The provision for Federal income taxes is comprised of the following (in thousands): 

122§ 1m 1!2! 

CurrentJy payable $ 647 $ 833 $(4,102) 

Deferred. net 7,S69 2,005 6.893 
Amort:ization of investment tax credits _!1m ...H@ ..Jill) 
Total provision for Federal income taxes $7.749 $ 2.370 $2.3 15 

The components of the Company's net clefened tax liability (asset) as of September 30, 1996 and 1995 arc as follows 
(in thousands): 

Depreciation and other utility plant differences 
Plant acquisition adjustments 
Altemltive minimum tax credit 
Unamortiz.ed investment tax a-edit 
Defemd charges and regulatory assets 
Gross receipts and franchise taxes 
Other 

$47,700 
11,254 
(2,984) 
{2,306) 

8,864 
2,559 

&Qlll 
$59.050 

$45,1 42 
11 ,650 
(4,632) 
(2,467) 
5.882 
3.132 

~ 
$51.946 

·me oltemat.ive minimum tax credit can be carried forward indefinitely to reduce the Company's future tn.x liability. 

llle Company's effrctive income tax rates differ from the 5tarutory Federal income tax rates due to the following (in 
thousands): 

122§ 1m 1m 
incomebeforeFedcra.linoometaxes ~ $1J.U S.!l..!ru 
Federal income taxes computed at starutory tax 

rate (35% in fascal 1996 and 34% in both fascal 
1995 and 1994) 7,926 2,682 4.452 

lntretUC (redu~ion) resulting from: 
Excess of book over tax depreciation 360 367 373 

Amortization of investment tax credits (467) (468) (476) 

Adjustments of prior years• taxes fl.770) 

Other, net _(lQ} ...illll _illi) 
Total provision for FedcraJ income taxe.1 7,749 2,370 2,3 15 

Provision (benefit) for state income taxa _ill ~ .....{ill) 
Total provision for income taxes 8,144 3.126 2.103 

(Less) provision included in other income and 
expense ___am ~ ___ill 

Provision for income taxes included in 
operating expenses S 7.81 I s 2.886 ~ 

9. Retirement Benents 

Petlflon Benefits. The Company has non-contribuiOry clefmed benefit retirement plans which cover all of its employees 
other than the CGF union employees who ptrticipate in a union sponsored multi-employer plan. TI1e Company funds 
1ts plans in accordance with the requirements of the Employee Retirement lnoome Security Act of 1974 and makes 
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contributions to the union sponsot'Cd plan in aceordance with its contractual obligations. ~nefits paid under the 
Company's plans are based on years of service and levels of compensation. The Company's actuarial calculation of 
pension expense is based on the projected unit cost method. 

The components of pension expense for the Company's plans were as follows (in thousands}: 

~ ~ 122! 
Service cost $1,973 $2,044 $2,579 
Interest cost 6,103 5,290 5,016 
Actual return on plan assets (15,076) (20,072) (163) 
Net amonlzation and deferral 6,653 11.949 (7,035) 
Special tennination benefits ~ 

Pension expense (credit) $(347) $3,294 s 397 

The starus of the Company's funded plans as of September 30 was as follows (in thousands): 

Actuarial present value of benefit obligations: 
Vested benefits 
Non-vested benefits 

Accumulated benefit obligations 
Projected increases in compensation levels 
Projected benefit obligation 
Maricet value of plan assets 
Plan assetS In excess of projected benefit obi igallon 
UnJeCOgnized net gain 
UnJeCOgniz.ed prior service cost 
Unrecognized r • .:t transition asset 
Deferred special tenninadon benefits 

Pension prepayment (liabiUty) 

$67,142 
__l.li!. 
69,673 

.J..!..2ll 
81 ,398 

lQ2.ill. 
28,554 

(22,756) 
n3 

{3.272) 

s 3.299 

$64,125 
2,626 

66,751 
15.658 
82,409 
2§..2!.Q 
14,501 

(11 ,175) 
888 

(3,924) 
__!.ill..) 

S___(lli) 

The projected benefit obligation was calculated using a discount rate of r~ in ftSCal 1996 and 7.5% in fiscal 1995 and 
an assumed annual increase in compensation levels of4% In fucal1996 and 5% in fiSCal 1995. The expected long-term 
rate of return on assets is 9-/o. The assets of the Company's funded plans are invested primarily in publicly-traded fixed 
income and equity securities. 

Certain key employees also patticipan: in an unfunded supplemental mimnent plan. The projected benefit obligation 
under this plan was $2.6 miUion as of September 30, 1996 and $3.1 million as of Sepccmber 30, 1995, and the expense 
for this plan was approximately $0.4 million in both fiSCal 1996 and fiscal 1995, and SO.S million in fiSCal 1994. 

PostreJirement Benefits Other Thon PI!IISions. The Company provides cenain health care benefits to all retirees 
receiving benefits under a Company pensjon plan other than the CGF plan, who reach retirement age: while working for 
the Company. 

The Company accounts for these plaru under Statement of Financial A~ting Standnrd.• No I 06. ~Employers' 

Accounting for Postretirement Benefits Other Than Pensions" ("SFAS 106"), which. among otJlc:r things. requires 
companies to accrue the expeaed cost of providing other postret.irement benefits to employees and their beneficiaries 
during the years that eligible employees render the necessary service. The Company does not currently fund these 
futun: benefits. 
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The components of postretirement benefit expense other than pensions for the years ended September 30, 1996 and 
1995 were as follows (in thousands): 

Service cost 
Interest cost 

Amortization of transition obliplion 
Other 
Net postretirement expense 
Benefits pa1d 

Increase in accNed postretirement benefit obligations 

s 600 
2,096 
1,028 

_ill 
3,839 

UJJil 
~ 

S SIS 
1.713 
1.028 
_ill 
3.391 

ll.ill) 
$2.039 

The status of the Company's postretirement plans other thAn pemtons as of September 30. 1996 Md 1995 was as 
follows (in thousands}: 

Accumulated postretirement benefit obligation: 
Retirees 
Fully eligible active plan participants 
Other active plan paniclplnts 

Tocal accumulalcd posaetircment benefit obligations 
Unrecognized transition obligation 
Unrecognized net (loss) 
Unrecognized prior servite cost 

Accrued postretirement benefit obljption 

$1 9.905 
3,095 

~ 
29.721 

(17,475) 
(4.113) 
_!lli} 
lUQ1 

$15.045 
3.729 

....2.1ll 
25.499 

(18.503) 
( 1.844) 

The health care 1m1d rate assumption is 11.85% in 1997gJiduaJiy decreasing to 5.5% for the year 2006 and IIller. The 
discount rate used to compute the IICQDDulaled postretimnent benefit obligation was r;. in ftSCal 1996 and 7 .5~. in 

fiscal 1995. An increase in the health care trend rw1e assumption by one pen:en~~&e point in all years would increase the: 
accumulated po .. tMirement benefit obligation by approximakly S4 million Md the aggrc:g~~te annual service and 
interest costs by approximately SO.S million. 

The Company has received an order from the Nonh Carolina Utilities Commlu1on to mclude the amount of 

postmirement benefit expense other th.M pensions computed under SFAS I 06 in rates. The Company has also received 
an order from the New Jersey Board of Public Utilities (the '"NJBPU") pcnnitting the Northern Division to defer the: 
difTcrence between the amount of postretirement benefits eKpense other than pensions computed as claims nrc incurred 
and the amount computed on the accrual method in ~ce with SPAS 106, pending ratcmoldng treatment that 
would be considered In a base rate proceeding. The conseruus issued in 1993 by the Emerging Issues Task Force of the 
Financial AccoWiting Standards Board (the "EfTF") permits rate regulated companies to defer such expenses for as 
long as five years when the ratemaking treatment provides for full recovery within the succeeding 11ftcen years. 

On August I, 1996, the NJBPU issued a generic order seltlllJ forth certain auldcllnes under which mechanisms would 
be established for New Jersey utilities to recover postretirement benefits expense other than pensions in Keordance 
with SFAS 106 and the ErrF consensus, without being required to file a base rate case. The: Company expecu that this 
proceeding will be concluded and an order will be issued by the NJBPU in early 1997. pul"\U&Ill to whtch the Company 
will be able to seck rate recovery of these costs The Company wtll also aeck raternaking treatment consistent wtth the: 
EITF c:onKnsus from the commissions in the other swa in which 11 operates 

The Company continually evalualeS alt.em.alve ways to manaae these benefits and control the1r toMs An) changes in 
the plan or revisions to as:umptions thm atrea the amoum of expected future benefit may have a sa~ifiC<Illt efTect on 
the ilJTlOunt of the reported oblip.tion and the annual dcfeml and expense. 
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10. CommltmratJ ud Coattnceoda 

Commitments. Capital expenditures are expected to be approximately S.S7 million ill fiscal 1997 

Environmental Matters. The Company is subject to federal and state laws with respect to water, air quality, solid waste 
disposal and employee health and safety matters, and to environmental rqulations issu.ed by the United States 
Environmental Proted1on A&ency (the "EPA"), the New Jeney Department of Environmental Protection (the 
"NJDEP"). and other redcnl and state qencies. 

The Company owns,« previously owned. cenain properties on which manufac:turcd ps plants ("MGP") were operated 

by the Company or by ocher J*1ies in the past. Coal tar residues are present on the six MOP sites located in the 
Northern Division. The Cornpmy bas reported the pmenc:e of the six MGP sites to the EPA, the NJDEP and the: 
NJBPU. In 1991 , the NJDEP Issued an Admini.malive Consent Order for an MGP sue located at South Street 1n 

Ellmbeth. New Jersey, wherein the Company agreed to conduct a remedial investigation and to design 1111d implement n 
remediation plan. In 1992 and 1993, the Company entered into a Memorandum of Apment with the NJDEP for 
each of the other five Northern Division MOP sites. Pursuant to the terms and conditions of the Adminl$trntive Con~nt 

Order and the Memoranda of Agrmnan. lhe Company is cond~ina mne<!ial acdvities ot all six $ites w1th oversight 
from the NJDEP. 

The Southern Division owned ten former MGP facilities, only three of which it currently owns. The former MGP sites 
are located in the swes ofN«lh Carolina, South Carolina. Pennsylvania, New York and Maryland The Company has 

joined with other N«lh Carolina utilities to form the N«lh Carohna Manufactu.red Gas Plant Group (the "MGP 
Group"). The MGP Group bas entered into a Memorandum of Understanding with the North Carohna Department of 
Environment, Health and Natural Resources ("NCDEHNR") to develop a uniform program 1111d framC\\ork for the 
investigatJon and remediation of MGP sites in N«lh Carolina. The Memorandum of Understanding contemplates that 
the actual investigation and remediation of specific sites will be addressed pursuant to Administrative Consent Orders 
between the NCD£HNR and the responsible parties. The NCD£HNR has recently sought the Investigat ion nnd 
remed1ntiou of sites owned by memben of the MGP Group and has entered into Administrative Consent ()r;;krs with 
respect to four such sites. None of these four sites an: currently or were previously owned by the Southern Division. 

The Company, with the aid of environmental consultants, regularly assesses the potential future costs nssocuued with 
conducting investigative ectivities 11 each of the Company's sites and implementing appropnatc: remedial actions. as 
well as the likelihood ofwhe1he:r such actions will be neccss~~ry. The Company records a reserve 1f 11 IS probable that a 
liability will be incwTed and the amount of the UabUny is reasonably estimable. Based on the Company's most recent 
assessment. as of Sepcember 30, 1996, the Company has recorded a total resetVe f()( env1ronmental 1nvestigation and 

remediation Q>Sts of approximately $34 million, which the Comp;~~~y expects to expend during the next 20 vc-M'I. The 
rc:sc:rve, which includes remediation costs for seven of the Company's 16 MGP sites, is net of appro>.imately S.S m1llio:n 
which will be borne by a prior owner and operator of two of the Northern Division sites in accordMcc wi th n cost 
sharing agreement. Of this approxlmllle $34 million resetVe, approximately $30 miiJion relntc:s to Northern Division 
MGP sites and approximately S4 miiUon relates to Southern Division MOP sites. The Company Is not nble at this time 
to determine the requirement for remediation if contamination IS present It any of the ocher sues and. if present, the 
costs ~iated with such remediation. The Company believes that it is possible that costs assoc1atc:d with conducting 
uwestiptive activities and Implementing remedw actJVIties. 1f necessary, with respec1 to all 01 Its MGP sues ma) 
exceed the approximately $34 mill ion reserve by an amount thll could range up to $21 m1lhon and be incurred dunng a 
future period of time tbal may range up 10 fifty years. Ofthis $21 million in possible future expenditures. approximate!) 
$10 million relales to the NOf1hem Division MOP sites and approximately Sl I million relates to the Southern Division 
MGP sites. As compared with the approxJ.mllely $34 million reserve discussed above. the Company believes that it is 
less likely that this additional $21 million will be incurred and therefore has not reconkd 11 '''books 

The Company believes thai ils remediatiOn costs for the Northern Division MGP sites w11l be recovmlblc: in rates and 
that a portion of such costs may be recoverable from the Company's insunnce carriers. The last brule rate order for the 
Northern Division permits the Company to utilize full deferred aocountin& for expenditures related tu MGP sites The 
order al.50 provides for the recovery of $130,000 Mnuolly of MGP related expenditures lncurTCd pnor 10 the: mte order 
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Accordingly, the Company has recorded a regulatoty asset of approlCimatdy $33 million as of September 30, 1996. 

reflecting the future recovery of envirocunenlal remediation liabilities related 10 the Northern Division MGP sites. In 
July 1996, the NJBPU approved a petition filed by the Nonhern Division to establish an MGP Remediation Adjustment 
Clause ("RAC"). The RAC enables the Company 10 recover actual MOP expenses over a rollin as )CVen year period. On 
September 3, 1996, the Company IMde its initial filing under the: RAC to begin recovery of $3. 1 million of 
environmental costs incumd from lnc:eptlon lhrough June 30, 1996. A decision is expected in early fiSCal 1997. With 
respect 10 costs assoclaled with the Southern Divi,ion MOP sites, the Company intends to pursue recovery from 

ratepayers. fanner owners and opendors, and insurance cmim. althou&h the Company is not able to express a belief as 
to whether any or all of these recovery efTons will be successful. Since the Company is not able at this time to 
detennine the extent of recovery, if any, relating 10 the: Southern Division MGP sites. the Company n:corded 
remediation COStS of $3.7 million in fuc:al 1994 and 1995 as an additional plant erqu"n'--n ....;;..wnent (sec: Note 2). 

The Company is wo.tina with the regulatory a&encies to prudently manage alS MGP c~ so a\ 11 mitirnte the impact 
of such costs on both nlleplyen AJld shareholders. 

Gas Procuremenl COIIIrot:Js. Cer.ain of the Company's lona·tenn contnelS for the supply. storuge and dc:hvery of 
natural gas include ftxed clw&es that amount to approx imlllely $75 million annually. The Comp.tny currently recovers, 
and ex peelS to continue 10 recover, such fuced charges through Its purchased gas adjustment clauses. The Company also 
is committed 10 purchase. 11 nwket-relalcd prices. minimum quantities of gas that, in the aggregate, are approximately 
10 billion cubic feet per year or to pay certain costs in the event the minimum quantities are not taken The Cnmpan~ 
expecu that minimum demand on Its systems for the duntlion of these contracts will continue to exceed these m10imum 

pun:hase obligations. 

The implementation of the Federal Energy Regulatory Commission's ("FERC") Onk r No. 636 requared the 
restructuring of the Company's contracU with c:c:nain pipeline companies tha~ tog.ethcr supply less than one-third of the 
Company's total firm gas supply. Under Order No. 636 the pipeline comp.tnies are passing through to their customers 
transition costs associated with mandated resll'UCturing. such as costs resulting from buying out unmarlcetable gas 
purchase contracts. The Company has been charged appruximatc:ly Sll mill ion of such cous through September 30. 

1996. AU of suc:b costs, except for costs lncumd by the Company's Pennsylvania operation. have been authori7..:d for 
recovery th_rough lhe Company's pun:hased gas adjuJtmc:nt clauses The Company hu filro for ond expc:ch full 
recovery of such costs In Pennsylvania. u well. The Company currently eslimalc:s that liS remain1ng Order No 636 

trunsltion oblig.atlon will be approximately $7 million, ~hic:h it expects also to recover through ilS purchase,' gas 
adjustment clauses as these costs are in<:wTed. This transition obligation is subject to poss1ble future FERC at ions 
based upon filings by the Company's pipeline suppliers. 

Othu. The Company is involved in various claims and litigation mcidental to ats busu ·ss In the opinio • of 
management. none of these claims and litigation will have a mlllerial adverse efTeet on tJ Company's resul of 
operations or its financial condition. 

II. Unaudited Quarterly Ftnanclal Data 

The quanc:rly ftnancial data prescnled below renC(;t.S the xasonal Mlurc: of the Company's opc:rlltaons "'htch nonnally 
results in higher eaminas dwing the heating season whicll is primarily in the flfSI two fiSCal quaners (in thousands. 
except per share amounLS): 

fl~!l Quaou! 
llll1 ~ Il1.!!l! f2!!!!h 

1996: 
Operating Revenues $124.650 $ 170.855 $95.370 $78,103 

Opemting Income (Loss) 11 ,420 19.161 3.372 ( 1,072) 

Net Income (Loss) 6 ,446 14,45S (1 .003) (5,002) 

Net Income (Loss) Per Share 0.70 1.58 (0. 10) (0 45) 
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1995: 
Operating Revenues SI OS,8S2 $147,940 $62,137 $60 Sl6 
Operating Income 8,348 12,931 2,376 204 

Net Income (Loss) 3,978 8,SS4 (2,196) (4,819) 
Net Income (Loss) Per Share 0.44 0.93 (0.24) (O.SJ) 

Quarterly net income (loss) per share in fasca11996 does not toeaJ to the annual :amounts due to rounding and to chang.es 
in the average common shares outstm'lding. 

ln the ftrSt and second quarters of fdCal 199S, the Company incurred after-tax restructuring and other non-reauring 
charges of approximately $0.9 million and $4.7 million, respectively. 
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J)gsrfolion 

1996 
Allowance lor doubtfulac.counts 
Environment!l remediation reserv~ 

1995 
Allowance for doubtful accounts 
Environmental remediation reserve• 

1994 

Allowance for doubtful accounts 
Environmental remediation raerve4 

• Recoveries 

., Uncollectible amounts written off. 

c Added as a resuh of an acquisition. 

SCHEDULE II 

NUl Corpontlon and Sabsidllrles 
Valaatloo aod Qu.aUfyin& Accounts 
For each oflbt Tbm Ytan In tbt 
Period Ended September 30, 1996 

(Dollars ln tbOIUaDd.s) 

Ad!ll!lon t~ 

Batanee, Charted Co 
fk&lo nlD& Costs and 
ofPedod Expenses Other 

$ 1,689 $ 3,369 $ 863' 
$33,981 

$ 1,368 $ 2.449 $ 1.127' 
$32,181 s 1.800 

$ 970' 
$ 1,22S $ 2,771 $ 182' 
$24,700 $ 7.4814 

Balanc~ 

End of 
[)eduction• Period 

s 3,633b $ 2.288 
s 33,98 1 

s 3.255~ $ 1.689 
s 33.981 

$ 3.780' s 1.36& 
s 32.181 

• The related cost oflhc reserve established In fascal199 1. as well as $5.6 million of fl$C81 1994 additions, was recorded 

as a regulatory asset. The remaining fascal1994 additions of$1.9 million and all of fiscal 1995 additions was recorded 

as an additional utility plant acquisition adjustment See "Commitments and Contingenci~vironmental Man.ers". 

Note I 0 of the Notes to tbe Consolidated Financial Statements. 
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NUl CORPORATION AND SUBSIDIARJES 
CONSOLIDATED RATIO OF EARNINGS TO FIXED CHARGES 

(OOO's) 

Income from continuing operations before 
income taxes 

Add: 
Interest element of rentals 

charged to income (a) 
Interest upcnse 

Earnings as defined 

Interest expense 
Capitalized interest 
Interest element of rentals charged 

to income (a) 
Fixed dlarges as defined 

CONSOLIDA TEO RATIO OF EARNlNGS 
TO FIXED CHARGES 

.122§ 

$23,044 

2,930 
.J.2,.g 

~ 

19,808 
I .SO 

~ 
m.w 

lJ1Q 

Year Ended Septnnber 39 • 

s 8,644 $ 12,883 $20,837 

3.220 3,173 3, 156 

1Q.Q1l .I.§.ID ~ 
12..!.J2§ ~ mm 

19,814 16,323 14.844 
218 120 122 

1J1.Q lJ11 ~ 
m.m 112Ja .1l.L.W 

.uz 1M ill 

EXHIBIT 12 

$18.078 

3.007 
.l1..QJJ 

m.w 
16.859 

199 

.l.QQZ 
.m.w 

~ 

(a) Includes the intr est element of rentals where detenninable plus J/3 of rental expense where nn readtly defined mtcrc:.~l 
clement can be detc:rmined. 



EXHIBIT NO. 21 

SUBSIDIARIES OF NUl CORPORATION 

NUl Capital Corporation (a Florida corporation). fonnerly Essel Corporation. Utility Billing Services, Inc. (a 
New Jersey corporation) and NUl Environmental Group, Inc. (a New Jersey Corporation) are wholly·owned 
subsidiaries of NUl Corporation. 

NUl Energy, Inc. {a Delaware corporation), fonnerly Natural Gas Services, Inc., and NUl Energy Brokers. 
Inc. (a Delaware Corporation) are wholly~wned subsidiaries of NUl CapitnJ Corporation. 



EXHIBIT NO. 23 

CONSENT OF INDEPENDENT PUBLIC ACCOUNT ANTS 

As independent public accountants, we hereby consent to the inoorporation by reference of our repon dated November 
19, 1996, included in the Fonn 10-K. into the Company's previously filed Registrat ion Statements File No. 33-56509 
relating to Amendment No. I to Fonn S-3 Registtalion Statement, File No. 33-51459 relating to NUl Direct. file No. 
33-57183 relating to the Savings and lovestment Plan. File No. 33-24169 relating to the 1988 Stock Pion. File No 333-
02425 relating to the 1996 Stock Option and Stock Award Pion, File No. 333-0242 1 relntinK to the Employee Stock 
Purchase Plan, and File No. 333-02423 relating to the 1996 Director Stock Purchase Plan. 

New York, New Yorit 
December 27. 1996 

ARTHUR ANDERSEN LLP 



SIGNATUR£S 

Pursuant to the requirements of Sec:tion 13 or I S(d) of the Securities Excho.nge Act of 1934, the Registrant ha.s 
duly caused this report to be signed on its behalf by the undersigned, thereunto duly authorized. in the Township of 
Bedminster, State of New Jersey, on the day of Oe<:ember 27. 1996 

NUl CORPORATION 

By: JAMES R. VAN HORN 
Sc<:mary 

Pursuant to the requirements of the Securities Exchrulge Act of 1934. this repon has been signed by tlu: 
following persons on behalf of the Registrant and in the capacities and on the dotes indicated. 

JOHN KEAN, JR. President. Chief Executive Officer o.nd December 27. 1996 
Director (Principal executive off~«r) 

JOHN KEAN Chainnan and Director December 27. 1996 

STEPHEN M. LlASKOS Controller (Principal financial and accounting December 27. 1996 
offteer) 

C. R.CARVER Director Deccmbcr27. 1996 

DR. VEt A KING FARRJS Director December 27. 1996 

JAMES J. FORESE Director December 27. 1996 

BERNARDS. LEE Director December 27. 1996 

R. V. WHlSNAND Director Deccmbcr27. 1996 

December 27. 1996 
JOHN WINTHROP Director 
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Servi<le Agreement by and between Transcontinental Gas Pipe Line Corporation and 
EGC, dated November I, 1995 (Contract II 1.1991) 
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SECURITIES AND EXCHANGE COMMJSSION 
Washington, DC 20549 

FORMlO-Q 

QUARTERLY REPORT PURSUANT TO SECTION 13 OR IS( d) 
OF 1lfE SECURITIES EXCHANGE ACT OF 1934 

For the Quarter Ended December 31, 1996 Commission File I# 1-8353 

NUl CORPORATION 
(Exact name or ~gisttant ns 5pccllicd In its ch111ter) 

22-1869941 NewJ~ney 

(State of incorporation) (IRS cmplo)er Hkntilicauoo no ) 

SSG Route 202-106, PO Box 760, Bedminster, N~w Jersey 07921..0760 
(Addn:ss or principal executive offioc:s. including zip code) 

(908) 781..()500 
(Re&isuant's telephone number. indudmg area code) 

Indicate by checlc mark whether the registrant: ( I) has filed all reports required to be fil ed by Section 13 

or IS(d) of the Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter 
period that the registrant was required to tile such reports), and (2) has been subject to such fil ing 

requirements for the past 90 days: 

Yes ./ No 

The number of shares outstanding of each of the registrant's classes of common stock. as of January 31, 
1996: Common Stock, No Par Value: I I ,21 7,112 shares outstanding. 



NUl Corporation and Subsldlaria 
Couolklated State.mtat of Income (Unaudited) 
(Dollan iD tbousaads, uc:ept per sbare amounts) 

Thret Montbs Ended 
Ptc:ember 31. 
~ 1m 

Operatln& Mualos 
Operating ~venues $15 1,868 $1 24,767 

Less - Purchased gas and fuel 94.501 68,304 
Gross receiplS and franchise taxes J..QMl 11.209 

.!§..222 45,254 

Otber Operating Expenses 
Operations and maintenance 25,0 11 22,828 

Depreciation and amortization 5,780 5,613 
Restructuring and other non-recurring charges 
Other taxes 2, 197 1,869 

Income taxes J.ill l.~l~ 
1§J12 33,845 

Operating Income 10,767 11,409 

Otber Income and Expense, Net 534 82 

Interest ~xpense ~ 5.045 

Net Income $ 6.77J $ 6,446 

Net Income Pe r Sbare of Common Stock $0,61 $0.70 

Dividends Per Sbare of Common S toc:k $0.235 $0.225 

Weighted Average Number of Shares 
of Common Stoc:k Outstanding 1 1 ,08~.~~0 2.l44,9J2 

See lhc notes to the consolidated financial statements 

Tweln Months Ended 
December 31, 

1996 ~ 

$496,600 $395,550 
294,320 203,608 

36,1 79 JS,306 
166.101 156,636 

96,533 90,0 10 
2 1,457 20,367 

7, 134 
8,456 7,762 

..1m _Mll 
133.869 129.704 

32,232 26.932 

1,0 12 429 

J!.Qli 19.37:5 

$ 15.223 $ 7.986 

$1 .48 $0.87 

$0.91 $0.90 

IO,JQJ.B9J 9,1~4,788 



NUl Corpontloa and Subtkllaria 
Couolklattd Balaace Sbttt 

(Dollan ia thousands) 

ASSETS 
Utility Plant 

Utility plant, at original cost 
Acc:umulated depreciation and amortization 
Unamort iz.ed plant acquisition adjustments 

Funds for Construdlon Held by Trustee 

Investments in Marketable Securities 

C urrent Assets 
Cash and cash equivalents 
Accounts receivable (less allowance for doubtful accounts of 

$2,669 and $2,288, respectively) 
Fuel inventories. at averaae cost 
Unrecovered purc:ha.scd gas costs 
Prepayments and other 

Otbu Assets 
Regulatory assets 
Deferred charges 

CAPITALIZATION AND LIABILITIES 
Capitalization 

Common shareholders' equity 
Prefcrre J stock 
Long-term debt 

Capital Lease ObiJ&atlons 

Current LiJibllltia 
Current portion of long-term debt and c.apltal lensc obligations 
Notes payable to banks 
Accounts payable, customer deposits and acCTUed liabilities 
Federal income and other taxes 

Ddtrred Credits and Other LIJibiiiUts 
Deferred Federal income taxes 
Unamortized investment tax credits 
Environmental remediation reserve 
Reaulatory and other liabilities 

~emberJI, 

1996 
CUnaudUrd) 

$641,152 
(206.066) 

33.395 
468.48! 

41,255 

2.503 

5,345 

83,717 
26.672 
13,78S 
15.036 

144.555 

52,602 
9171 

62.373 
$719.167 

$184,088 

230.100 
414. 188 

10.210 

2.489 
16,325 
78,408 

5.574 
162.796 

59.658 
6,5 19 

33,981 
3 1.81 s 

13 1.973 
s 719.167 

•fhrr~"td from oudlltd jitJO~Ial ¥10/#lrltiiU 
Sn IM fiOitiiO COfllolidaJtd jitJO~IJJJ IIDIC'INIIJI 

2 

~ptember 30, 
1996 
(•) 

$63 1,194 
(200,456) 

33.572 
464.310 

44.652 

3,736 

43,589 
29.191 

6,987 
18.542 

102,045 

52,439 
9799 

62.238 
$677.662 

$179,107 

230.100 
409.207 

10.503 

2.546 
54,895 
66.372 

2.947 
126.760 

59.328 
6,635 

33,981 
3 1.248 

13!.192 
$677.6§2 



NUl Corpo ... Uoe aDd S.blidiaria 
CouoUdakd Stakmnl or Cull Flcnn (Uuudlted) 

(Dollan la dtouuacb) 

TbrH Monllu Ended Twelve Montb.s Ended 
Dfftmk[~l 1 D«tm~[~l. 

1m 1m ~ 1m 

Opt ... lloa ActlvltJa 
Net income $6,773 s 6,446 $15.223 s 7,986 

Adjustments to reconcile net income to net cash 
pt'O\idcd by operltin& ac:tiVIIJeS: 

Depreciation and amortludon 6,671 5,821 23,165 21,480 

Defemd Fedaal income taxes 471 1,135 6,905 2.601 

Non-cash portion of resuucturing and 
other noo·reaurin& charaes 4 ,285 

Amortization of deferred investment tax credits ( 116) ( 11 6) (467) (467) 

OthCT 1.275 895 4 ,997 4.075 

Effect of changes in: 
Accounts receivable, net (40.1 29) (44,826) (8,674) ( 16,193) 

Fuel inventories 2,519 7,412 (6,455) 2,711 

Accounts payable, deposits and IIICaUa1s 12,036 5, 156 15. 190 4 ,5'77 

Over {under) recovered purchased ps costs (6,797) 625 (19.304) 607 

Gross receipts and franchise taxes 7,091 9,713 (1 ,079) (2.599) 

Other ll.Q2Il !IJ~Q) (2..llij ..l.!.£D 
Net cash (used in) provided by opmting activities (J 1.211) 1!&V ~ n.m 

Flnandae Act:Mtla 
Proceeds from sales of common stock, net oftn:asury 
stock purchased 883 32.254 (558) 

Dividends 1(1 shareholders (2,620) (2.069) (9,25 I) (8,301) 

Proceeds from issuance of lon&·tCTm debt 39.000 70,000 

Funds for consrruction held by IJUStee, nrt 4,076 178 (25,1 5 I) 5,490 

Repayments of long-tenn debe (44) (30.094) (9.9 15) 

Principal payn:.ents under capital lease obligations (491) (581) ( 1,739) ( 1,905) 

Net short-te.rm borrowinas (repayments) ll.iJ.Q ~ J..I...!Q! (llJW 

Net cash provided by fiiWlCin& activities ll.lll l1J1.Q lUll ...1m 

lnvatlna Actlvltla 
Cash expenditures for utility plant (10,277) (9,828) (37,502) (33.71 5) 

Proceeds from sales of marketable securities 245 1,513 1.199 

Purchases of maJtetable sec:urlt ies (2,343) 

Other (lli) .Jill) c.Lml L!..Zlli 
Net cash used in investing activities C!0.4SS> UllU) ~ Q1.lli) 

Net inacase (decrease) in cash 111d cash equivalents ~ $<1.402) $3.!46 s (2.579) 

Casb 1nd Cash Equlvaletlts 
At beginning of period $3,736 $3,601 $2,199 S4.778 

At end of period S,345 2 ,199 5,34S 2.199 

Suppltmtntal OiscJosura orCasb Flows 
Income taxes paid (refunds received), net s (547) S 2.06S s 1.968 

Interest paid SS,SI8 $6,085 $18,087 $18,709 

Sec the notes to the consoltdoted linanc1al statements 
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NUl COrponUoo aod Sut»tcciarta 
Nota t.o tbe CODJOUdated Flnaodal Statemeots 

I . Basis of Pre:Kntatioo 

The consolidated fmancial swements include all operadn(t divisions and subsidiaries of NUl Corporation (collectively 

referred to as the "Company"). The Company disoibutes and sells natural ps and reiAied services in six stales through 
its Northern and Southern utility divisions. The Northern Division operates in New Jersey as Elizabethtown Gas 

Company. The Southern Division operates in five states as City Gas Company of florida. North Carolina Gas Service. 
Elkton Gas Service (Maryland), Valley Cities Gas Service (Pennsylvanaa) and WavCT'Iy Gas Service (New York). In 

addition to gas di.slribution opendoos. the Company provides mail ps sales and related services through its NUl 
Energy Inc. subsjdi.lty; wholesale energy brokerage and related services through Its NUl Encr&Y Brokers, Inc. 
subsidiary, and bill proccsslna and related customer services for utilities and munk:ipaliucs through Its Utility Business 
Services, Inc. subsidiary. 

The consolidated fmancial stalements c::ontained herein have been snpercd without audit in accordance with the rules 
and regulations of the Securities and Exchange Commission and reflect all adjustments which, in the opinion of 
management, are oec:essary for a fair stmcment of the results for interim periods. All adjustments made were of a 

normal recurring nature. The preparation of financial statements in a«<rdancc with gencn~lly acccp«ed accounting 

principles requires 11W\8iement to make esl.imMes and assumptions that affect the reported amounts of ~ and 
liabilities, the disclosure of c:ontinaent aSidS and liabilities at the date of the ftnanctal statements and the reported 

amounts of revenues and expenses durin& the reponing period. Actual results could differ from those estimates. The 
consolidated fmancial statements should be read in c:onJunc:tion with the consolidated financial staterncnl5 and the notes 
thereto that are included in the Company's Annual Report on Form 10-K for the fiscal year ended September 30. 1996. 
Certain reclassifications have been made to the prior ytar financial swements to conform with the current year 

presentation. 

The Company is subject to reaulatlon as an opcratina ut ility by the public utility c:ommiHions of the states 111 which it 
operates. Because of the Je&SOnal nanae of gas utility operations. the results for interim penods are not necessarily 
tndicative of the results for an entire year. 

The Company utilizes natural ps futures contracts, none of which extend beyond March 31, 1997, for the purpose of 
hedging the risks assoc:latcd with fluctuating prices on forward contracts for the pwclwe and sale of natural gas.. The 
Compillly's subsidja.ry, NUl Enc:rv Brokers, Inc:., m:ords unrcal11.c:d gains and 1osX3 b) mlllking to morkct 1ts various 

financial and forward oommiunents. 

2. Common Sbareboldtn' Equity 

The components of common shareholders' equity were as follows (dollars in thousands)· 

Common stoclc. no par value 
Shares held in treasury 
Retained eammg.s 
Unrealized gain on marketable securities 
Unearned employee compensation 

Total common shareholders' equity 

4 

DtumbcrJ I, 
1996 

$174 ... 32 
(1 ,619) 
14,271 

79 
(2.87S) 

$184,088 

September JO. 
1996 

$171.968 
(I ,564) 
10.117 

389 
( 1,803) 

$179,107 



3. Coatin&encles 

Envtronmmrol Mart~rs. The Company is subject 10 federal and state laws with respect to wuter, air quality. solid 
waste disposal and employee health and safety matters. and 10 environmental regulations issued by the United 
States Environmental Procedion Agency {the •EPA •), the New Jersey Department of Environmental Protection 
{the "NJDEP") and other federal and state agencies. 

The Company owns, or previously owned, certain properties on which manufactured gas plants (•MGP") were operated 
by the Company or by ocher pcties in the past. Coal tar residues ~ present on the sue MGP sites located in the 
Northern Division. The Compitly has reponed the presence of the six MGP sites to the EPA. the NJDEP and the New 
Jersey Board of Public Utilities ("NJBPlr). ln 1991, tbe NJDEP issued an Administrative Consent Order for an MGP 
site located at South Street in EliD&beth, New Jersey, wherein the Company agreed to conduct a mnedial investigation 
and to design and implement a remediation plan. In 1992 and 1993, the Company entemi into a Memomndum of 
Agreement with the NJDEP for each of the other five Northern Division MGP sites. Pursuant to the terrru and 
conditions of the Administrative Consent Order and the Memoranda of Agreement, the Comp;u~y is conducting 
remedial activities at all six sites with oversight tiom the NJDEP. 

The Southern Division owned ten former MGP fac:iHtic:s, only three of which it c:ummtly owns. The former MGP sites 
are located in the atates of North Carolina, South Carolina, Pennsylvania, New Yor1c and Mlll)'land. The Company has 
joined with other North Carolina utilities to form the North Carolina Manufactured Gas Plant Group (the "MGP 
Group"). The MOP Oroup has entered into a Memorandwn of Undentandlna with the North Carolina Depanment of 
Environment. Health and Narural Resources ("NCDEHNR1 to develop a uniform program and framewor1c for the 
investigation and mncdillion of MGP sites in Nonh Carolina. The Memorandum of Undcrstandmg cO!"!templ4tes that 
the actual invcst.iption and mnediation of specifiC sites will be addressed pursuant to Administrative Consent Orden 
between the NCDEHNR and the responsible panics. 'J'he NCDEHNR tw recently sought the investigatton Md 
remediation of sites owned by members oftbe MGP Gruup and has entered into Administrative Consent Orden with 
respect to four such sites. None of these four sites~ c:um:ntJy or were previously owned by the Soulbcm Division. 

The Company, " .h the aid of environmental consultants, regul~~rly assesses the pocential future costs associnted with 
conduc:ting investigative ect.ivities at each of the Company's sites and implementing appropnate remcdull actions. as 
well as the likelihood of whether suc:b ld.ions will be necessary. The Company records a reserve 1f it is probable that a 
liability has been incurred and the amount of the liability is rcu>nably estimable. Based on the Company's most recent 
assessment. the C ->mpany has recorded a tocal reserve for environmentaJ investigation and mnediotion costs of 
approximately $34 miiHon, which the Company expects to expend during the next twenty years The reserve, which 
includes remediation costs for seven of the Company's 16 MGP sites, IS net of approximately $5 million which will be 
borne by a prior owner and operator of two of the Northern Division sites in acrordance with a cost sharing agreement. 
Of this approximate $34 million resetVt, approximately $30 million relates to Northern Division MGP sites and 
approximately $4 million relates to Southern Division MGP sites. The Company is not able at this time to determine 
the requirement for mnediation if contamination is present at any of the other sitc:s and, if present, the costs associnted 
with such remediation. The Company believes that It is possible that costs associated with conducting investigative: 
activities and implementina remedial activities, if necessary, with respect to all of its MGP sites may exceed the 
approximately $34 mill.ioo reserve by an amount that could range up to $21 million and be incurred during a future 
period of time that may ranae up 10 fifty years. Of this $21 mill ion in additional possible future ~xpcnditurcs, 

approximately $10 million relates to the Northern Division MGP sttes and approximately $1 I milhon relates to the 
Southern Division MGP sites. As compared with the 1pp101imately $34 million reserve dtscus.scd above, the Comp;u~y 
believes that it ts less likely that this additJonal $21 miiJion will be incurred and therefore has not recorded 11 on 1ts 
books. 

me Company believes that tts remediation costs for the Nonhem Division MGP sites will be recoverable in rates Md 
that a por11on of such costs may be rccovenblc from the Company's tnsurance c:anicn The la.s~ bD.sc rate: order for the: 
Northern Division permits the Company to uD.liDI fuiJ dcfcm:d accountina for expenditures related to MGP sites. The 
order also provides for the recovery of$130,000 annually ofMGP related expenditures incW'T"Cd prior to the rule order 
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Accordingly, the Company has recorded a regulatory assd of approximately $33 milliun as of December 31, 1996. 
reflecting the future recovery of environmental remediation liabilities related 10 the Nonhem Division MGP sires. In 
July 1996, the NJBPU approved a petition filed by the NOC'th«n Division to establish an MGP Remediation Adjus1men1 
Clause ("RAC"). The RAC enables the· Company to recover actual MGP expenses over a rolling seven year period. On 
September 3, 1996, the Company made its initial fil ing under the RAC to begin recovery of $3.1 million of 
environmental costa lncumd from inception through June 30, 1996. A decision is expected shortly. With respect to 
costs associated with the Southern Division MGP sites, the Company intends to pursue recovery from ratepayers, 
former owners and operators, and insurarKle carriers, although the Company is not able to express a belief as to whether 
any or all of these recovery efforts will be succ:essful. The Company is woricing with the regulatory agencies 1.0 
prudently manage its MOP costs so as to mitigate the lmpact of such COSts on both ratepayers and shareholders. 

Othu . The Company is involved in various claims and litigation incidental to its business. In the opinion of 
management, none of these claims and litigation will have a material adverse effect on the Company's results of 
operations or its financial condition. 
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NUl Corporation and Subskllaries 
Summary Consolidated Operating Data 

Tbl'ft Months Ended 
PmmberJ!. 

.122§ 1m 
Operating Revenues (Dollars to thousands) 
Finn Sales: 

Residential $58,370 $56,609 
Commercial 31,398 31,494 
Industrial 5,945 5.656 

Interruptible Sales 14,839 11,701 
Unregulated Sales 30,850 9,958 
Transportation Services 6,762 5,795 
Customer Service, Appliance Leasing and Other 3,704 _l.ill 

$151,868 $124,767 

Gas Sold or Transported (MMd) 
Finn Sales: 

Residential 7,133 7,635 
Commercial 4,433 5, 128 
Industrial 1,370 1,396 

Interruptible Sales 3,708 3,755 
Unregulated Sales 10,496 3,780 
Transportation Services ..§..W ...L..ill 

33,641 29,010 

Average ... tillty Customers Served 
Finn Sales: 

Residential 334,437 33 1,411 
Commercial 24,237 24,567 
l .. dustr ial 314 351 

Interruptible Sales 121 129 
T ransponation ...lJ1i ~ 

360.283 356,91 2 

Degree Days in New Jeney 
Actual 1,746 1,886 
Normal 1,725 1,125 
Percentage variance from normal l % cold~:t w.colder 

Employees (period end) 

Ratio of Earnings to Flsed 
Charges (fwelve montbs only) 

7 

Tw~lve Montlls Ended 
PenmM,rJI. 

1996 •m 

$195,603 $179.382 
107,348 101,254 
25,610 19,898 
53,788 47,673 
75,737 15.750 
24.054 19,436 
1~,460 _lbill 

$496,600 $395,550 

24,308 22.907 
15,880 16.216 
5,381 5,201 

14,585 17,636 
25.855 6,483 

..l1.lli 2i.lli 
110,245 92,965 

333,143 329,485 
24,401 24,731 

328 386 
126 129 

__..H2 _lli 
358,847 354,994 

5,203 4,867 
4,978 4,978 

~o/.coldcr 2~""•\"anncr 

1.109 1,071 

1.99 1.52 



NUl Corporation and Subsidiaries 
Management's DtKusslon aad Aul)'lls of Flnandal CondiUon 

and ResuJts of Operations 

The following discussion and analysis ~fers to all operating divisions and subsidiaries of NUl Corporation (collectively 
referred to as the "Company•). The Company distributes and sells natural gas in six states through its Northern and 
Southern utility divisions. The Nonhero Division operates in New Jersey as Elizabe1htown Gas Company. The 
Southern Division operates in five stales as City Gas Company of Florida. North Carolina Gas Service, Elkton Gas 
Service (Maryland), VaHey Cities Gas Service (Pennsylvania) and Waverly Gas Service (New York). In addition to gas 
distribution operations, the Company provides retail gas sales and related services through its NUl Energy Inc. 
subsidiary; wholesale ene:t1Y brokerqe and related services through its NUl Energy Brokers, Inc. subsidiary; and bill 
processing and related customer services for utilities and municipalities through its UtiUty Business Services. Inc. 
subsidiary. Because of the seasonal nature of gas utility operations, the results for interim periods are not necessarily 
indicative of the results for an entire year. 

Results of Operations 

Three-Month Periods Ended December Jl, 1996 and 1995 

Net Income. Net income for the three-month period ended Declemb 3 I, I 996 was S6.8 million, or $0.6 I per share, as 
compared with net income of $6.4 million, or $0.70 per share, for the three-month period ended December 3 I, 1995. 
The increase in the cummt period was primarily due to higher operating margins, higher other income and lower 
interest expense, partially offset by higher operations and maintenance expenses. 

Net income per share in the current period was affected by the increased number of outstanding shares of common 
stock over the prior period, principally rcfl~g the Company's issuance of 1.8 million additional shares in May I 996. 

Operating Revenues and Operating 1\brglns. The Company's orerating revenues include amounts billed for the cost 
of purchased gas pursuant to purchased gas adjustment clauses. Such clauses enable the Company to pass through to its 
customers, via periodic adjusunents to customers' bills, incn:ased or decreased costs incurred by the Company for 
purchased r_as without affecting operating marg.ins. Since the Company's utility operations do not earn a profit on the 
sale of the gas commodity, the Company's level of operating revenues is not necessarily indicative of financial 
p...rfonnance. The Company's operating revenues increased by $27.1 million, or 22•1o. for the three-month period ended 
December 31, 1996 as compan:d with the three-month period ended December 31, 199S, principally due.: to an increase 
of approximately $20.9 million in unregulated revenues due to greater activity in these operations. Operating revenues 
also increased by the effect of purchased gas adjustment clauses, increased n:v~ues from intmuptible customers due to 
higher gas prices incurred, a base rate increase in the Company's Florida service territory (see "Regulatory Matters') 
and customer growth. These increases were panially offset by the effect of weather in New Jersey that was 7% warmer 
than the 1995 period. 

The Company's operating margins inaased by $1 .7 million, or 4%, for the three-month period ended December 3 I , 
1996 as compan:d with the three-month period ended December 31, 1995. The increase princi;mlly renects highe.r 
margins on sales by the Company's UJtJregula.ted operations, including $0.8 miElion of net realized and unrealized gains 
recognized on financial and forward oommiunents by NUl Energy Brokers, Inc. (see Note I of the Notes to the 
f inancial Statements}. Operating margins were al.so increased due to the effect of the rate increase In Florida and 
customer growth. The Company has weather normalization cla~UeS in its New Jersey and North Carolina tariffs whiC:h 
are designed to help stabilize the Company's results by increasing amounts charged to customers when weather has 
been wanner than normal and by decreasing amounts chqed when weather has been colder than normal. As a result of 
lhese weather normalization clauses, operating mqins were approximately $0.2 million less in the 1996 period than 
lhey would have been without such clauses. In the 199S period, operating margms were approximately $1.3 million less 
lhan they otherwise would have been without such clauses. 
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Other Operatiaa ErptASa. The Comp~ny's other operating expenses, excluding income taxes, increased by 
approximately $2.7 million. or 9%, for the three-month period ended December 31. 1996 as compared with the three­
month period ended December 31, 1995. The increase was primarily the resuh of expenses inCWTed to consolidalc two 
of the Company's New Jersey service fecUities and additional expenses related tto growth in the Company's unrcg11h11cd 
operations. These increues were pll'tially offset by the reversal of certain reserves which management detcnnined to be 
no longer required. 

Other Income aJICI (Expeate), Net. Other incorne and expense. n~ incra.scd approximately $0.S million for the three­
month period ended December 31, 1996 as compared with the three-month period ended Oe«mber 31 . 1995. The 
increase was principally due to a martc-to-market pin on marlcctable JeaJrities of approximately $0.6 million rcsuhing 
from the transfer of certain inveslments in marketable securities from available-for-sale to l.nlding. as management 
expects to sell such securities within the fa.sca.l year. 

Interest Expaue. Interest expense decreased by approximately $0.5 million for the three-month period c:n<k<l 
December 31, 1996 u compared with the chrce-month period ended December 31. 1995. The decrease principally 
rcnects lower averqe lona-term borrowings as a result of the repayment of amounts outstanding under the Comp:llly's 
$30 million credit agreement in May 1996. This decrease was partially offse1 by a slight increase in sh011·tc:rm interest 
due primarily to hlahcr levels of outstanding borrowings. 

Twclve-Monlh Periods EntJN Dft:utber JJ, 1996 and 199$ 

Net Income. N~ income for the twelve--month period ended December 3 I, 1996 was $1 5.2 m11lion. or $ 1.48 per share. 
as compared with $.8.0 million, or $0.87 per share, for the twelve-month period ended Dcccmbc,r 3 I. 199S. The increase 
in the cwrcnt period was primarily due 10 higher operating margins. higher Ollher income, lower interest expense and 
approximately $4.6 million of after-taX non-recurring charges incurred in the prior twelve-month period. These 
increases were partially offSet by higher opentions and main~ and depreciation expenses. 

!Net income per share for the twelve-month period ended Decembc,r 3 I. 1996 was also afTCCied by the increased average 
number "f outstanding shares of NUl common r.todt as compared with the prior twelve-month period, principally 
reflecring the Company's issuance of 1.1 million addidonal shares in May 1996. 

Openatine Revenua and OpenatJna Maf'Ciu. The Company's operating re·. enues for the twelve-month period ended 
December 31, 1996 inacased approximately SIOI.I million, or 26%. as compared with the twelve-month period ended 
December 3 I, 1995. The lnc:rcase was principally due to an Increase in unrcgu laled sales of approximately $60 million 
and to the effect of weather in New Jersey tJw was S% colder than normal and 7% colder than the prior year period. 
Operating revenues also ina'eased due to refunds to Northern Division customers in the prior year period totaling $1 6 
million, the effects of purchased gas adjustment clauses, incretUtd cu1tomer scrvic:c revenues, n base: mtc increase in 
Florida and customer &J'Owth. 

The Company's operating margins Increased by approximately $9.5 million, or w., for the twelve-month period ended 
December 31, 1996 as compared with tbe twelve-month period ended Dcc:cmber 31, 1995. The increase was principally 
lhe resuJt of higher margins on sales by the Company's unregulated operatlon.s, higher customer service revenues, the 
b3se rate i.ncrease in Florida. increases in the number of customers served and the effce1 of colder-than-normal weather 
not fully returned to customers through the weather nonnalization clauses. As • result of weather normalization clauses, 

;xrating margins were approximllely $1.0 million less than they would have been without such chsuses. For the: 
.. welve·month period ended Dec:ember 31, 1995, openu:ina mqins were $0.7 mill ion higher than they would have: bc,cn 
without such clauses. 

Other OpenaUna Eapeua. The Company's other operating expenses, excluding income taxes, increased by 
upproximately $1.2 million, or We, for the twelve-month period ended Dccenlber 31, 1996 as compared with the 
twelve-month period ended Dec:ember 31, 1995. The lm:reasc was primarily due 10 additionol expenses related to the 
start-up and growth of the Comp~ny's unrcgulatcd operations, higher cosu Incurred as a result of colder weather In 
New Jersey and expenJCS lncumd to ooruolidltc two of the Company's New Jersey Ktvlce facllitteS. These Increases 
w re ponially offset by non·rccurring pn>IU charges of $7.1 million incumd in the prior year period related to an 
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early retirement program implemented lin fascal 1995 and the restructuring of the Company's operations in Florida. and 
me reversal in the current period of certain reserves which management dctennined to be no longer required. 
Depreciation expense increased approximately $1.1 million in the curm1t period as compared to the prior period due to 
additional plant in service. 

Income taxes increased by $3.0 million for the twelve-month period ended ()ecernber 31. 1996 due to higher pre-tax 
income. 

Other laeome and Expeue. Net. Other income and expense. net, increased approximately $0.6 million for the twelve­
month period ended December 31, 1996 as compared with the 1995 period principally due t.o a mar¥-to-market gain on 
marketable securities of approxirnltely $0.6 million resulting from the transfer of certain investments in marketnble 
securities from available--for-sale to trading, as management expects to sell such securities within the fiscal year. 

Interest Expense. lntemt expense deaeased by $1.4 million, or 7%, for the 1996 period as compared with the 199·5 
period primarily due to lower levels of outstanding borrowings. and to approximately $0.6 million of interest recorded 
in the prior year period on the over-.collec:tion of gas costs by the Northern Division. 

Rqulltory Matten 

On December 4, 1996, the New Jeney Board of Public Utilities (the "NJBPU/ approved an interim order authoriz.in,g 
Che Northern Division to increase its annual purthased gas adjustment revenues by approximately $22 million. ·n.e 
increase reflects the Company's projection for higher gu prices in the coming year. On December 31. 1996. the 
Company filed for an additional increase in its pun:hased gas adjustment revenues of approximately $14 million for the 
period February 1997 through September 1997 reflecting a signif1C81lt rise in gas prices. The NJBPU is still reviewing 
Che Company's request to inc:ofporale, in a t\\o-year pilot program. a perfonnance-based mechanism whereby the 
Northern Division customers and the Company would benefit from the Company's ability to secure gas at a cost more 
favorable than a market index benchmartc. The proposed performance mechanism would provide a S0/50 sharing of 
risk and opportunity between the Northern Division customers and the Company on the difference between a monthly 
market bulchmark and the actual C<* of purdwed gas, up to Sl mill ion annually. Action by the NJBPU on the 
Company's request and final revenue increase i! expected shortly. 

On October 29, 1996, the Florida Public Service Commission (the "FPSC') voced to authorize the Company to increase 
its base rau::J in Florida by $3.75 million annually. The rm: increase reflects a rate base wnounting to $91.9 million. 
rc:Occting the addition of investments in system Improvements and expansion projects. Under the approval, tlte allowed 
return on equity is 11 .3% with an overall after-tax rate of rerum of 1 .81%. The· Company had been granted interim rate 
relief of $2.2 million effcctfve in September 1996. The permanen1 increase, which was effective in Deccmbe.r 1996. 
includes the interim adjustment 

Fin.ancln& Actlvltla and Resources 

The Company had a net use of cash from operating activities of $11.2 million for tlte th'"·month period ended 
December 31, 1996 as compared with $9.0 mill.ion for the three-month period coded ~ber 31, 1995. The increase 
in net cash used in operaling act.ivitics was primarily due to an under-collection of gas costs through the Company's 
purchased gas adjustment clauses and an lnaase In fuel inva~tory both due to a sls.nlfkant rise in gas prices lncurm.l. 
For the twelve--month period ended December 31, 1996, the Company's net cash provided by operating activities was 
$20.3 million as compared with $29.0 miiHoo in the prior year period. The ~ was mainly attributable to the 
reasons discussed above for the three-month period. 

Because the Company's business is highly seasonal. short-term debt Is wed to meet seasonal working capital 
requirements. The Company aJso borrow~ under its bank lines of credit to finance portions of its capital expenditures, 
pending refmanc:ing through the issuance of equity or long-tenn indebtedness Ill a later date dcpendin& upon prevailing 
maticet conditions. 
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Short-Ttrm DdJt. The weighted average daily amounts outstanding of noces payable to banks Md the weighted 
average intm:st rates on those amounts were S6S.2 million at S.3S% for the three-month period ended December 31. 
1996 Md $S1.8 million al 6.0'/e for the three-month period ended Decembcfi 31, 199S. The weighted average daily 
amounts of notes payable to t.nks increased princip.tly due fO the Wlder-collechon of gas costs through the Company· s 
purchased gas adjustment clauses u a rault of si&niftcantl) higher gas prices incurred and due to additional borrowings 
to finMce construc:lion cxpenditwa. At December 31, I 996, the Company had outstMding notes payable to banks 
amounting to $76.3 milia lnd available unused lines of cn:dit amounting to SS4.7 miiUon. Notes payable to banks 

increased as of December 31, 1996 as compared to the balance outstanding at September 30, 1996, due to seasonal 
borrowing requirements and to the under-collection of gas costs as discussed above. 

Loac~Ttrm Dtbt aad Fullds for Coutncdoa Hdd by Trustee. In November 1994. the Company filed a sbdf 
registration statement with the Securities and Exchange Commission forM aggregate of up to S I 00 mill ion of deb« and 
equity securities. As of December 31, 1'996, the Company has issued $70 million ofMediu.'ll·Tcrm Notes subject to the 
shelf registration sutemenL While the Company bas no present Intention to issue additional securities subject to the 
shelf reglstradon, such securities may be issued from time to time, depending upon the Company's needs and prevailing 
market conditions. 

The Company expccU to rcfmance approxbnmly SSS million of il$ Gu fKi lilies Revenue Bonds in fl.$(41 I 997. 

The Company deposits in INSl the unexpended portion of the net proceeds from its Gas Facilities Revenue Bonds until 
drawn upon for eligible expenditwa. lu of December 31 , 1996, the total unexpended portions of all of the Company's 
Gas Facilities Revenue Bonds were $38.S million and arc classified on the Company's consolidated baiMce sheet. 
including interest earned thereon, as funds for cons1rUCtion held by trustee. 

Common Scoek. The eo..,pany periodkally issues shms of common itock in connection with NUl Direct. the 
Company's dividend reinvestment and stock porclwe plan, and various empk>yee benefit plans. The proceeds from 
such issUMoes amounted to approxbna&ely $0.9 million durin& the three-month penod ended lkccmbc:r 31, 1996. and 
were used primarily to Rduce out.standing short-term debt. There were no proceeds during the three-month period 
ended Decem ocr 31, 199S as the Compuy pu.rch.ascd shares on the open maritet to fulfill the plans' requirements at that 
time. Under the terms of these plans. lhe Company may periodically change the method of purchasing shares from open 
market purchases to purchases dircctly tiom the Company, or vice versa. 

Dividends. On October 29, 1996, the Company increased its quarterly dividend to S0.23S per share of common stock. 

The previous quarterly race was $0.225 per share of common stoek. 

Capital Espeadicura aad CommlcmeJIU 

Capital expenditures, which consist primarily of expenditures to expand and up&fUdc the Company's gas distribution 
systems, were $10.3 million for the three-month period ended December 31, 1996 as compared with $9.2 million for 
the three-month period ended December 31, 199S. Capital expenditures arc expected to be approximately SS7 million 
for all offascal 1997, as compared with a total of$37.1 million in fiSC&I 1996. The increase over fiscal 1996 is primarily 
the result of planned capital investment related to provldin& gas or transportation service to new customers. which is 
mainly rxpected to occur in the Company's Southern Division. 

The Company owns or previously owned six former manufactured a.as plant \MOP") sites in the Northern Division 
and ten MOP sites in the Southern Divisioo. The Company, with the aid of environmental consultants, regularly 
assesses the potential fUture costs associated wid! conducting remedial actions. as we.l aOJ the llkelihood of whether 
such actions will be necessary. The Company rcccrds a reserve If it is probable that a liabilily has been inCUI'red and the 
amount of the liability Is reasonably estimable. Sued on the Company's most recent assessment. the Company has 
recorded a toea1 reserve for environmental invesliption and rancdation c:osts of approximately $34 million, which the 

Company expectS it will expend in the next twenty years to remediate seven of the Company's 16 MGP sites. Of this 
reserve, approximately SlO million relates to Northern Division MOP shes and a.pprox1matcly $4 mill100 relates to 
Southern Division MOP sha. In addhlon to these c.osu, the Company believes that it "possible that costs associated 
with conducting Investigative activities and implementing remedial actions, if necessary, with respect to all of its MG P 
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sites may ~.xeeed the approximately $34 million reserve by an amount that could range up to $21 million and be 

incurred during a future period of time that may range up to fifty years. Of this $21 million in possible future 
expenditures, approximately $10 million relates to the Noe1hem Division MOP sites and approximately $1 1 million 
relates to the Southern Division MOP sites. As compared with the approximately $34 mill ion reserve discussed above, 
the Company believes that It is less likely that this additional $21 million wiJI be incurred and therefore has not 
recorded it on its books. The Company believes that all costs associated with the Northern Division MOP sites will be 
recoverable in rates or from insuranc:e carriers. In July 1996, the NJBPU approved a petition filed by the Northern 
Division to establish an MOP Remediation Adjusunent ClauJe ("RAC"). The RAC enables the Company to recover 
actuaJ MOP expenses over a rolling seven year period. On September 3, 1996, the Company made its initiaJ filing 
under the RAC to begin recovay of $3.1 million of environmental <:OSts inc:u.rred from incepcion through June 30, 
1996. A decision is expected shortly. With resped to costs which may be associated with the Southern Division MOP 
sites, the Company intends to pursue recovery from ratepayers, former owners and operators of the sites and from 
insurance carriers. However, the Company is not able II this time to express a belief as to whether any or all of these 
recovery efforts related to the Southern Division MOP sites will ultimately be successful. For a further discussion of 
environmentaJ matters, see Note 3 of the Notes to the Cocuolidated Financ:iaJ StAtements. 

Certain of the Company's long-tenn contncts for the supply, storage and delivery of natural gas include fixed chnrges 
that amount to approximately S1S million annually. The Company currently recovers, and expectS to continue to 
recover, such fixed charges through its purchased gas adjustment clauses. The Company also is cornmined to purchase, 
at marlcet-relatec:l prices. minJmwn quantities of gas thai. in the aggregate, are approxlm11ely 10 billion cubic feet per 
year or to pay certain costs in the event the minimum quantities are noc taken. The Company expects that minimum 
demand on its systems for the duration of these c:ontracU will continue to exceed these minimum purchase obligations. 

The implementation of the Federal Energy Regulatory Commission's ("FERCj Order No. 636 required the 
restructuring of the Company's contracU with certain pipelir.e companies that together supply less than one-third of the 
Company's totaJ fmn ps supply. Under Order No. 636 the pipeline companies are passing through to their customers 
transition costs associlled with mandaled resttucturing. such as costs resulting from buying out unmarketable gas 
purchase contracts. The Company has been charged approximately $1 1 million of sucl1 costs through December 3 1, 

1996. All of such co .. .s, except for costs incurred by the Company's Pennsylvania operation, have been authorized for 
recovery through the Company's purchased gas adjusunent clauses. The Company has filed for and expects full 
recovery of such costs in Pennsylvania, as welL A settlement is expected soon. The Company currently estimates that 
its remaining Order No. 636 transition obliptioo will be approximately S7 million, which it expects aJso to recover 
through its purchased tas adjusunent clauJes as these costs are Incurred. This transition obligation is ~ubject to possible 
future FERC actions based upon filinp by the Company's pipeline wppllers. 

The Company prepaid approximately $1 million of long-term debe, without penalty, associated with its Employee Stock 
Ownership Plan in January 1997. No other long-term debt is scheduled to be repaid over the next five years. 
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PART U- OTHER INFORMATION 

lte,m 6. Exhibits and Repor1J on Form 8-K 

(a) Exhibits. 

Exblbit 
No. Description of Exblblt 

27 Financial Data Schedule Filed herewith 

(b) Reports on Form 8-K 

None 
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NUl Corpondoe aad Sabtldllria 
Co.uoUdated Stlltemeat or laeome (Uaaadlt.td) 

(Dollars la tbolWIDds, ncept per abare amouats) 

Three Moatba Sb Months Twelve Moatb• 
Ended Ended F.ndcd 

Mardi J1 March Jl !'tt!rch J l 
1997 ~ 1m 1996 1997 ~ 

Opt:rating Mugins 
Operating revenues $204,077 $170,963 $355,945 $295,730 $529,714 $418,573 
Less - Purchased gas and fuel 13 1,834 96,356 226,335 164,660 329,798 221.8 19 

G ross receipts and franchise taxes .ll.ill .l.U2i ll.ill. ..lM2l ~ l~.2~ 1 

az22 ~ 105,615 .!.9.:!.&2 165.657 160,523 

Other O perating Expenses 
Operations and maintenance 22,433 24,2SO 47,444 47,078 94,716 90,364 
Depreciation and amortization 5,496 5,329 11.276 10,942 21,623 20,743 
Other taxes 2,771 2,445 4,968 4.314 8,784 8, 162 
Income taxes MQl ...LQJ..2 lLill l.l..lli 1,805 8,1~Q 

l2.J..QJ. ~ 1U!Q 73.888 132,928 127.409 

Operating Income 19,668 19, 170 30,435 30,579 32.729 33, 114 

Other Income and Expen.e, Net 119 26 65,3 108 1,105 3 10 

Interest Expense 4.474 __!.W ....2..!m _2.lli lLlli 19.536 

Net Income $15,313 $14.456 $22.086 $20,901 $ 16,080 $13.888 

Net Income Per Share of Common Stock IU1 aa $1.98 11.12 $1.49 SI .S2 

Dividends Per Share of Common Stock $0.235 $0.225 $0.47 $0.45 $0.92 $0.90 

Weighted Average Number of Sbara 
o f Common Stock OutJtandlng 11,203,493 9, 1 4l.~22 11, 14l,707 9, 144,120 IQ,8 1 ~,98~ 9, 149,J02 

~~the nottlto tlw consolldoudjlnonclolstotcmtnt.s 



NVI CorporadOII .. d SubslcUa rin 
CouoUdlted Balaue llftt 

{Dollan la tiiHtaads) 

ASSETS 
Utility Plane 

Utility plant. at original cost 
Accumulated depreciation and amortiZAtion 
Unamortized plant acquisition adjustments 

Funds for Const ructJoa Held by Tn1stec 

lnvestmeo ts ln Markttable Senritla. at market 

Curn nc Assets 
Cash and cash equivalents 
Accounts receivable (less allowance for doubtfuleccou.nts of 

$3.56 1 and $2,288, respectively) 
Fuel inventories, at average cost 
Unrecovered purchased gas costs 
Prepayments aJ'Id other 

Other Asnts 
Reaulatory assets 
Deferred charges 

CAPITALIZATION AND LIABILITIES 
Capltallu tlon 

Common shareholders' equity 
Preferred stock 
Long·tenn debt 

CapltallAau ObUgatlou 

Current U abllltles 
Current portion of long-term debt and capital lease obligations 
Notes payable to banks 
Accounts payable, customer deposits and accrued liabilities 
Federal jneome and other taxes 

Deferred Credits and OOu U.biJIUtt 
Deferred Federal income taxes 
Unarnoniud investment we credits 
Environmental remediation reserve 
Regulatory and other liabilities 

Mardi Jl , 
1997 

CUal!diCN) 

$653,055 
(209, 189) 

..illU2 
476.905 

.1.Ml! 

9 1,867 
8,270 

13.984 
..l§.m 
J.i§.ID 

53,381 
9.301 

62.682 
S724.S07 

1.473 
75,687 
65,0 14 

...L.L.llQ 
J..a.ill 

60.080 
6,<403 

33,981 

..l2.ID 

.llU1.2 
S1f4,501 

•Drnvrdfrom audJJtdflNJIICia/ stallmrnu 
SH tlw notu to Cb#!Solldotul j1Mncialltatt1Mnts 

2 

~pttmbuJO, 

1996 
(•) 

$6) 1.194 
(200.456) 

..lim 
iW.!Q 

~ 

3.736 

43.511') 
29,19 1 

6.987 

..!!.ill 
~ 

52.439 
9.799 

62.2)8 
$677.662 

$179.107 

2.546 
54,895 
66.372 

-.l.2!Z 
lli.l!!Q 

59,328 
6.635 

ll.981 

..l.L..lil 
Jl.W2l 

S§77.6§2 



NUl Corporatloo and Subsldlarta 
CouoUdated Saataaeat of CasJa Flows (Unaudited) 

(Dolblrs In thousands) 

Sls Montlu T~tln Months Ended 
Ended Marsh 31. 

Marsh 31. 
1m ~ 1222 ~ 

Opera tin& Activities 
Net income $22,086 $20,901 $ 16,080 $13,886 

Adjustments 10 reconcile nee income 10 nee cash 
provided by operating ec:tivities: 

Depreciation and amortization 11,798 11 ,408 22.706 2 1,796 

Deferred Federal income taxes 915 2,®7 6,387 3,660 

Amor1ization of deferred investment tax credits (232) (234) (465) (467) 

Other I,S()q 3.221 3.205 5,063 

Effect of changes In: 
Ac~unts receivable, net (48,279) (54,917) (6,733) (23,548) 

Fuel inventories 20,921 22,829 (3,470} 2.204 
Accounts payable, deposits and accruals (1,358) 10,748 (3,796) 13,559 

Over (under) recovered purc:based gas costs (6,996} (315) ( 18.563) ( 17,031) 

Gross m:eipes and franchise aues (6,12!) 22,619 (27.204) ( 1,073) 

Other ...i&Q .!..1E !.2.illl 1M! 
Net cash (used in) provided by operatinJ activities ~ 11.Qll C2 1.6Q!l 2 1.717 

Financing Activities 
Proceeds from sales of common stock. net of 

treasury stock purchased 2,582 33,953 (558) 
IDividends to •llareholders (5,250) (4,170) (9,780) (8,3 17) 

Proceeds from issuance of long-tmn debe 39,000 20.000 
funds for construction held by trustee, net 9,299 376 (20,126} 3,853 

Repayments of long-term debt (950} (67) (3 1,021 ) (9,905) 

Principal payments under capital lease obligations (969) (1,194) ( 1,604) (2,087) 

Net short-term borrowings (repayments) ~ (19,730) run 6.630 

Net cash provided by (used in) fmancing activities ~ C24.78Sl ~ 9,616 

Investing Activities 
Cash expenditures for utility plant (23,360) (15,904) (44,509) (32,890) 

Other --l..Ql1 Ulli !.U2Ql (604) 

Net cash used in investing activities (22.348) (16.459) (45.899) (3) .494) 

Net increase (decrease) in cash and cash equivalents $2.112 $ 1.&4) $ 404 $(2.161) 

Ca5b an;:l Cub Equlva~ntl 
At beginning of period $3,736 $3,601 s s 444 s 7,605 

At end of period S.S,848 s 5,444 $ 5,848 s 5.444 

Supplemental Disdosures of Cub Flows 
Income taxes paid (refunds rec:eived), net $2,078 s 37S s 4,315 s (1 .129) 

fnteresl paid $9,605 $ 10,506 $17,753 $17,436 

Su tlw nous to IM COIUolidatrdf/ntmclul stotrnu!IIJS 
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NUl Corpontloa and Subsidiaries 
Nota to the Consolidated Flnanrlal Statements 

I. Basis of Presentation 

The consolidated fmancial statements Include all operating divisions and subsidiaries of NUl Corporation (collectively 
referred to as "NUl" or the "Company"). The Company distributes and sells natural gas and related services in six 
states through its Northern and Southern utility divisions. TI1e Northern Division operates In New Jersey as 
Elizabethtown 0~ Company. The Southern Division operates In five stale$ as City Gas Company of Florida. North 
Carolina Gas Service, Elkton Gas Service (Maryland), Valley Cities Gas Service (Pennsylvama) and Waverly Gas 
Service (New York). In addition to gas distribution operations, the Company provides gas sales and related services 
through its NUl Energy, Inc. subsidiary; wholesale enCIJY brokerage and related services through Its NUl Energy 
Brokers, Inc. subsidiary, and bill processing and related customer services for utilities and municipalities through its 
Utility Business Services, Inc. subsidiary. 

TI1e consolidated financial statements contaiiled herein have been prepared without audit in accordance with the rules 
and regulations of the Securities and Exchange Commission and reflect all adjustments which. in the opinion of 
management, are necessary for a fair statement of the results for interim periods. All adjustments made were of a 
nonnal reaming nature. The preparation of financial statements in accordance with generally nccepccd accounting 
principles requires manaaement to make estimates and assumpclons that affect the reported amounts of assets and 
liabilities, the disclosure of contingent ISSdS and liabilities 11 the date of the financial statements and the reported 
amounts of revenues and expenses during the reponing period. Actual results could differ from those estimates. The 
consolidated financial statements should be read in conjunction with the consolidated financial statements and the notes 
thereto that are included in the Company's Annual Report on Fonn I O·K for the: fiSCal yenr ended September 30. 1996. 
Certain reclassifications have been made to the prior year financial statements to conform with the current year 

presentation. 

The Company is subject to regulation as an operating ut ility by the public utility commissions of the states in which it 
operates. Sea .se of the seasonal nature of gas utility operations. the results for interim periods nrc not necessarily 
indicative of the results for an entire year. 

The Company utiliz.es natural gas futures contracts, some of which extend beyond one year, for the purpose of hedging 
the risks associred with fluctuating prices on forward contncts for the purchase and snle of natural gas. The 
Company's subsidiary, NUl Energy Brokers. Inc .. records unrealized gains and losses by marking to mlll'kct its various 
financial and forward commitments. The current value of these contracts Is not material to the: financaal stAtements. 

2. Common Shareholder~' Equity 

The components of common shareholders' equity were as follows (dollars in thousands): 

Common stock, no par value 
Shares held in treasury 
Retained earnings 
Unrealized gain (Joss) on maricetable securiues 
Unearned employee compensation 

Total common shareholder~' equity 

4 

M.n:h 3 1, 
1997 

$175,93 1 
(1.619) 
27,02 1 

(I 03) 
( 1,545) 

$199,685 

Scptcmbfr 30, 
1996 

$171.968 
( 1.564) 
10.1 17 

319 
(1.803) 

$1 79,107 



3. Purchase of lnttrest tn T.l.C. Enttrprists, Inc. 

On February, 17, 1997, NUl entered into an LLC lntmst Pun:hasc Agreement (the ''Agreement'') with T.I.C. 
Enterprises. .Inc. (T.I.C.) and its sole shareholder. Under the tcnns of this AgreemmL NUl will acquire a 490/o interest 
in T.I.C. Enterprises, LLC, a newly formed limited liabil ity company that will cootinue the business of T.I.C., for a 
purchase price of$22 million. The Agreement also includes an additional incentive payment up too maximum of$5.2 
million to the sole shareholder ifT.I.C. 's fascal 1997 eaminas, be fen Interest and taxes, exceed S5 million. In addition. 
NUl has the option, during the period beginning April 2001 (subject to a one-year extension by the seller), to purchase 
the remaining .S I% interest in T.I.C. 

T.I.C. engages in the business of recruiting, training and managing sales professionals and serving as sales and 
marketing represenratives for various businesses, including the Company's subsidiary, NUl Energy. Inc. The purc.hasc 
is expected to close in May 1997 IOd will be eccounted for under the equity method. The excess of the purchase price 
over the Company's share of the underlying equity in net assets is estimated at approximately $20 million, which is 
expected to be amortized on a straight line basis over a period ranging from 15 to 20 years. 

4. New Accounting Standard 

In February 1997, the Financial Accounting Standards Board issued Statement of Financial Accounting Standards No. 
128, "Earnings per Share" (SFAS 128). This statement supersedes APB Opinion No. 15, "Earnings per Share" and 
basically simplifies the computation of earnings per share. SFAS 128 will be effective for financial statements for both 
interim and annual periods ending after Dcc:ember 15, 1997. The Company does not expect the effect ofndopting SFAS 
No. 128 to have a material effect on its caJcuJation of earnings per share. 

5. Contingmdes 

EnvironmenJal Mailers. The Company is subject to federal and state laws with respect to water, air quality, solid waste 
disposal and employee health and safety lllatlerS. and to environmmtal regulations issued by the United States 
Environmental Protection AgC'IlC)' (the "EPA j. the New Jersey Department of Environmental Protection (the 
"NJDEP") and other federal and state agmcies. 

The Company owns, or previously owned, certain propenies on which manufactured gas plants ("MGP") were operated 
by the Company or by ocher parties in the past. Coal tar residues are present on the six MGP sites located in the 
Northern Division. The Company has reported the presence of the six MGP sites to th EPA, the NJDEP Wld the New 
Jersey Board of"'ublic Utilities (''NSBPU"). In 1991, the NJDEP issued an Administrative Consent Order for an MGP 
site located at South Strec1 in Elizabeth. New Jersey, wherein the Company agreed to conduct a remedial investigation 
and to design and implement a remediation plan. In 1992 and 1993, the Company entered into a Memorandum of 
Agreement with the NJDEP for each of the other five Northern Division MGP sites PursuWlt to the terms Wld 
conditions of the .o\dministralive Consent Order and the Memoranda of Agreement, the Company as conducting 
remedial activities at all six sites with oversight from the NJDEP. 

The Southern Division owned ten former MGP facilities, only three of which it cum:ntly owns. The former MGP sites 
are located in the states ofNonh Carolina, South Carolina, Pennsylvania, New York and Maryland. TI1c Company has 
joined with other North CarolinA utilities to form the Nonh Carolina Manufactured Gas Plant Group (the ~MGP 

Group"). The MGP Group has mtered Into a Memorandum of Understanding with the North Carolina Depanment of 
Environment, Health and Natural Resoun:cs ("NCDEHNR") to develop a uniform prognllll and fnuneworic for the 
investigation and ro.;mediation of MGP sites in North Carolina. The Memorandum of Understanding contemplates that 
the actual invest.igation and remediation of specifiC sites "'ill be addressed pursuant to Administrative Con~ent Orders 
between the NCDEHNR and the responsible parties. The NCDEHNR has rec:cntly soujht the investigation and 
remediation of sites owned by members of the MGP Oroup and ha.t mtered into Adminismuive Consent Orders with 
re pcct to four such sites. None of these four sites are currently or were previously owned by the Southern Divilion. 

The Company, with th.e aJd of environmental consultants, regula.rly assesses the potential future costs nssoc:ioted with 
conducting investigative activities at each of the Company's sites and implementing appropriate remedial actions. as 
well as the likelihood of whether such actions will be necessary. The Company records a reserve ir it is probable that n 
liabihty will be incurred and the amount of the liabiUty is reasonably estimable. Based on the Company's most recent 
assc:s.smcnt. the Company bas recorded a toeal reserve for environmental investigation and remediation costs of 

s 



approximately $34 mJUion, whlch the Company expects to expend during the next twenty years. The merve is net of 
approximately $4 million which will be borne by a prior owner and operator of two of the Northern Division sites in 
accordanc.e with a cost sharing qreemenL Of this approximate $34 milhon l't'$Crve, approximatel:. $30 milhon relates 
t.o Northern Division MGP sites and approximmdy S4 million rcl.ates to Southern Division MGP sites. However. the 
Company believes that it i.s possible that costs associated with conducting investigative activities and implementing 
remedial activities, if necessary, with respect to all of its MGP sites may exceed the approximntely $34 million reserve 
by an amount that could range up to $24 million and be Incurred during a future period of time that may runge up to 
fifty years. Of this $24 million in addjtlonal possible future expenditures, approximately $12 million relates to the 
Northern Division MGP sites and approximately $ 12 million relates to the Southern Division MGP sites. As compared 
with the approximately $34 million reserve discussed above, the Comp3lly believes that it is less likely that this 
additional $24 million will be inCUJl'ed and therefore has not recorded it on its book.s. 

The Company' s prudently incurred remediation oosu for the Northern Division MGP sites hBve been authonud by the 
NJBPU to be n:covenble in rates. The Company also believes that a poruon of such cosu may be recoverable from the 
Company's insurance caniers. The most recent base rate onkr for the Northern Division penn us the Company to utili7..c 
full deferred accounting for expenditures rc:IM.ed to MGP sites. The order also provides for the recovery of S 130,000 
annually of MGP relaled expenditures incurred prior to the rate order. Accordingly, the Comp;uly has recorded a 
regulatory asset of approximately $34 million as of March 31, 1997, reflecting the future recovery of envtronmentaJ 
remediation liabilities related to the Northern Division MGP sites. The Company is also able to recover actual MGP 
expenses over a rolling seven year period through iu MGP Remediation Adjustment Clause ("RAC"). On September 3, 
1996, the Company made Its injtlaJ filing under the RAC to begin recovery of environmental costs mcurrrd from 
inception through June 30, 1996. The NJBPU approved the tilina on April 2. 1997 at whach time the Comp:llly begnn 
recovery of approximacely $3.1 million of costs. With respect to cosu associated with the Southern Division MG P sites. 
the Company intends 10 pursue recovery from ratepayers. former owners and operators, and insurance carriers. 
although the Company is not able to express a belief as to whether any or all of these recovery efTort5 wtll be 
successful. The Company is workln& with the regulatory a&encies to prudently manage iu MOP costs so as to mitigate 
the impact of such costs on both ratepayers and sbareholdm. 

Othn . The Company is involved in various claims and litigation incidental to its bustnc:\S In l11c opmton of 
management, none of these claims and litigation will hove a matenal adverse: effect on the Company'~ n:sults of 
operations or iu financlol condition. 
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Opcratlna Revenues (Dollan In thouaanda) 
Finn Soles: 

Residential 
Commercial 
Industrial 

lntem.tptible Sales 
Unregulated Sales 
T ransporwion Services 

NUl Corporation and Subsidiaries 
Summary CoDJOUdated Operatloc Data 

Tllrte Month• Ended Sir Montha Endtd 
~llrsh J!. Marsh J !. 

12!2 1m !221 ~ 

$82.374 $83,746 $140.744 $ 140,355 
42.374 41 ,265 73,772 72.759 

8,566 9,221 14,5 11 14,877 
15,357 11,797 30,196 23.498 
43,824 15,663 74,674 25.621 

1.014 5,1194 14,776 11,689 

Customer Service, Appliance Leasing and Other J.~§l ~.nz z.~:u §,9~ 1 
1104,Q7Z l170,96l ~l~~.94~ ~29~,7~0 

Gas Sold or Transported (MMd) 
Firm Sales: 

Residential 9,845 10,957 16,978 18,592 

Commercial 5,741 6.853 10,174 11 .981 
Industrial 1.343 1.749 2.713 3,145 

Interruptible Sales 3,725 3,024 7,433 6,779 

Unregulated Sales 13.645 4,48 1 24,14 1 8.261 
Transportation Services ...tJ.Jj ~ liJ.ll llJ..U 

Wll ~ 76,25y 6 L24l 

Average Utility C ustom en Served 
Firm: 

Residential 337,629 333,71 1 335,670 332.561 

Commercial 24.083 24,743 24,413 24.655 

Industrial 287 345 3 16 348 
lntem.tptible Ill 135 123 132 
Transportation ~ __ill ~ ___1!§ 

~ 359,512 361,788 358,212 

Degree Daya In New Jersey 
Actual 2,497 2,829 4.243 4,7 15 

Normal 2,673 2,690 4.398 4,415 

Percentage variance from normnl 7% s•. 4~. 7"1. 

warmer colder warmer colder 

Employees (period end) 

Ratio or Earnings to find 
Char&es (Twelve months only) 

7 

y_.~tn Months Endtd 
MarchJ!, 

1m ~ 

$194,23 1 $ 186.635 
108.457 99,673 
24.955 22.535 
57.348 48.401 

104,4 19 27,868 
26,174 20.707 
14,! JO 12,7~ 

l529,714 S418,H~ 

23.196 24,031 
14.768 16.638 
4,975 5.425 

15,286 16.73 1 
35.055 9.269 

...ll.ill 23,579 
!20.663 ~,673 

333.995 330.358 
24.363 24.717 

322 373 
116 136 

_J.Ml _11Q 
359,839 JS5,954 

4.871 5.269 
4.978 4,978 

2'~ 
(,,., 

warmer colder 

1.107 1.070 
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NUl Corporado8 aad Sublldlaries 
Maupant's ~ alld Autysil of Flaanclal ColldiUoa 

IJid Raatts of OperaUou 

The following discussion and analysis refers to all operating divisions and subsidiaries of NUl Corporation (collectively 
refemd to as the "Company"). The Company disU'Ibutes and sells narural gas in six staleS through its Nonhcm and 
Southern utility divisions. The NOI'tbem Division opera1eS in New Jersc:) as Elizabethtown Gas Company. The 
Southern Division operateS in five stales as City Gas Company of Florida, North Carolina Gas Service. Elkton Gas 
Service (Maryland), Valley Cities Gas Service (Pennsylvania) and Waverly Gas Service (New York). In addition to gas 
distribution operations. the Company provides retail gas sales and ~lated services through its NUl Energy. Inc 
subsidjary; wholesale energy brokerage and related services through its NUl Energy Brokers. Inc. subsidiary: and bill 
processing and related customer services for utilities and municipalities through its Utility Business Sc:rvices, Inc. 
subsidiary. Because of the seasonal nature of gas utility operations. the results for mterim periods ore not nec~ly 
indicative of the results for an entire year. 

Results of OperatJons 

17vee-Monlh Periods Ended Marcil Jl. 1997 and 1996 

Net Income. Net income for the three-month period ended Man:h 31 , 1997 was $15.3 million, or $1.37 per share. as 
compared with net income of $14.5 million, or $1 .58 per share, for the t.hrcc-month period ended March 31. 1996. The 
increase in the current period was primarily the result of lower operations and maintenance ond mtc:rnt expen...:,, 
pru1ially offset by lower operatlna m~t~lns. 

Net income per share in the current period was affected by the increased number of outstanding sh~ of common 
stock over the prior period, principally reflecting the Company's issuance of 1.8 million additional shores in May 1996. 

Operating Rrveoues and OperaUaa MaJ'liat. The Company's operating revenues include amounts billed for the cost 
of purchased gas pursuant to purchased gas adjustment clauses. Such clauses enable the Company to pass through to its 
customers, via periodic adjustments to customers' bills, increased or decreased costs incurred by the Company for 

purchnsed gas without afTe:ting operating margins. Since the Company's utjlity operations do not earn a profll on the 
gas commodity element of its revenues, the Company's level of operating revenues is not necessarily indicntive of 
finnncial performance. The Company's operating revenues increased by $33.1 miiJion. or 19%, for the three-month 
period ended March 31 . I 997 as compared with the t.hrcc-month period ended March 31, 1996, princ1pally due to on 
increase of approximately $28 miiJion in unregulated revenues due to greater activity in these opcrotions. Operating 
revenues also increased by the effect of purchased gas cost adjustment clauses, increased revenues from inteiTUptible 
customers due to higher gas prices incurred, o base rate Increase In the Company's Florida llcrvlcc territory (liCe 
"Regulatory Moilers") ond customer arowth. These lncn:ucs were pn.nlnlly offset by the effect of w~trmer weather In 
the 1997 period in all of the Company's service territories. 

The Company's operating margins decreased by $0.4 million, or I,.,., for the three-month period ended March 31, 1997 

as compared with the three-month period ended March 31, 1996. The dc:crease principally reflects the effecb of wanner 
weather in all of the Company's service territories, pan of which was not fully recovered from customers through the 
Company's weather normalization clauses. Operatin& margins also decreased due to the effect of sliJlificantly lower 
rates billed to certain of the Company's Florida customers for its energy conservation programs. The Company is 
allowed to pass through to its customers costs incurred for various energy conservation programs. The Company does 

not earn a profit on these billinas u operations expense is chqed or credited for any difference between amounts 
billed to customers and amounts actually incurred. These dectenscs were partially offset by higher mnrJllns on sales by 
the Company's unreauloted opemtlons, the effect of a b".ase rate incrc:MC In Florida ond customer growth. 111e Company 
hBS weather normalization clauses In its New Jersey and North Carolina tariffs which are designed to help stablliz.c: the 
Company's results by increasing amowus charged to customers when weather has been warmer than normal and by 
decreasing amounts charged when weather tw been colder than normal. A$ a result of these weather normalization 
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clauses, operating margins were approximately $1.1 million more in the 1997 period thnn they would have been 

without such clauses. In the 1996 period, operating margins were approximately $1.0 million less than they otherwise: 
would have been without such clauses. 

Other Operatin& Expen.sa. The Company's other operating expenses. excluding income taxes, decreased by 
approximately $1.3 million, or 4%. for the three-month period ended March 31, 1997 as compared with the three:· 
month period ended March 3 1, 1996. The decrease was primarily the result of the capitalization of costs associated with 
the development and implemenwion of new infonnation tcc;hnology, which will enhance productivity long-term, lower 
pension expense and lower expenses charged for the Company's energy conservation prognuns (sec "Operating 

Revenues and Margins"). These decreases were partially offset by additional expenses ~lated to the growth in the 
Company's unregulated operations. 

The increase in in<..>me taxes for t.h.: three-month period ended March 31, 1997 as compared with the three-month 
period ended March 31, 1996, was pnncipally due to the effect of higher ~-tax income . 

Interest Expense. lnterest expense decreased by approximately $0.3 million for the three-month period end,.d March 
3 1, 1997 as compared with the three-month period ended March 31, 1996. The decrease principally reflects lower 
average long-term borrowings as a result of the repayment of amounts outsllnding !LOder the Comp;my's $)0 million 
credit agreement in May 1996, partiaUy offset by an increase in short·leml interest expense due to higher average 
borrowings. 

S1X-MonJh Periods Ended March Jl, 1997 and 1996 

Net Income. Net income for the six-month period ended March 31, 1997 was $22.1 million, or $1.98 per share, as 
compared with net income of$20.9 million, or $2.29 per share, for the six-month period ended March 31. 1996. The 
increase in the current period was primarily due to higher operating margins, higher other income and lower interest 
expense. These increases were partially offset by higher other taxes, operations and maintenanc~. and depreciation 
expenses. 

Net income per share in the current period was affected by the increased number of outstanding shares of common 
stock over the prior period, principally refleding the Company's issuance of 1.8 million addicional shares in May 1996. 

Operating Rennues and Operatla& Maf'lla.s. The Company's operating revenues increased by $60.2 million, or 
2001., for the six-month period ended March 31, I 997 as compared with the six-month period ended March 31. 1996. 
The increase was principally due to on increase of approximately $49 million in un~qulatcd ~venues due to greater 
activity in these operations, the effect of purchased gas adjustment clauses. Increased revenues from interruptible 

customers due to higher gas prices incutTCd, a base rate increase in the Com~y·s Florida servtce 1erri1ory. increased 
customer service ~venues and customer growth. These increases were p;u1ially offset by the erTc:<:t of wnnner weather 
in the 1997 period in all of the Company's service territories. 

The Company's operating mqins increased by $1.2 million for the six-mooth period ended March 31, 1997 as 
compared with the six-month period ended March 31, 1996. The increase principally reOcc;tS higher margins on sales 
by the Compao)'s u~gulated operations, including $0.7 million of net ~alized and unrealiz.ed gains recogniz.ed on 
financial and forward commitments by NUl Energy Brokers, Inc. (sec Note I of the Notes to the Consolidated 
Financial St.at.ements). Operotlna margins were also increased due to the: effect of the mte case in Florida, higher 
customer service revenues and customer growth. These increases were partially offset by the eff .. ct of wanner weather 
in the 1997 period in all of the Company's service territories, pan or which was not (ully rec:overed from customers 
under weather normalization clauses and lower amounts billed to the Company's Florida customers for its energy 
conscrvnlion program. As are ult of weather normalization clauses, operating mo.rgins were upp.roximately $1 .0 mill ion 
higher than they would have been without such clauses. For the six·month period ended March 31 , 1996. operating 
margins were $2.1 million less than they would have been without such clauses. 

Othtr Operatlna Expensa. The Company's other openatina expenKS, c:xduding income uxcs. mcren.sed by 
approximately Sl.4 million. or 2,-., for the six-month period ended March 31, 1997 as compo.red with the &i.x·monlh 
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period ended March 31, 1996. The Increase in operations and maintenance expenses was primarily the result of 
expenses incurred to COOJOiidatc two of the Company's New Jmey service facilities and additional expenses related to 
the growth in the Company's unregullled operations. These ina'eases were partially offset by the capitalization of cosas 
associated with the development and implementation of new infonnation technology, lower expenses charged for the 
Company's energy conserv.tion programs in Florida and the reversal of certain reserves which management 
dctennined to be no longer required. The increase in deprccialion expense was due to additional plant in service. The 
increase in ocher taxes wu due to higher payrolkelated taxes as a result of more employees. and an incrt:lSe in the 
unemployment rate charged by the stale of New Jersey. 

Other lacome and {Expeue), Net. Other income and expense, net increased approximately SO.S million for the six­
month period ended March 31, 1997 as compared with the six-month period ended March 31. 1996. The increase was 
principally due to the sale of certain marketable securities resulting in a net realized gain of$0.7 million. 

Interest Expense. Interest expense decreased by approximately $0.8 million for the six-month period ended Mnn:h 31. 
1997 as compared with the alx-moolb period ended M11rch 31, 19%, for the same rensons os disculSCd in the ''Three· 
Month Periods Ended March 31, 1997 and 1996" section. 

7'welve-Momh Periods Ended Mrvch J I. /991 and 1996 

Net Income. Net income for the twelve-month period ended March 31 , 1997 was $16.1 million, or $1 .49 per share, as 
compared with $13.9 million, or $1.S2 per share. for the twelve-month period ended March 31. 1996. The increase in 
the current period was primarily due to higher opcraring margins, hi&her other income and lower interest expense. 
These increases were plltially offset by higher operations and maintenMce, depreciation Md other taxes expenses. 

Net income per share in the current period was affected by the increased number of outstanding shares of common 
stock over the prior period. principally reflecting the Company's issuance of 1.8 million additional shares in May 1996. 

Operating Revenues and Opentln& Mar&lns. The Company's operating revenues for the: twc:lvc-rnontll period ended 
Mnrch 31, 1~7 increased approximately $111.1 miUion, or 2,./., os compared with the twelve-month period endod 
March 31, 1996. The increase was primarily due to an increase in unregulated sales of approximately $77 million. the 
effCCIS of purchased gas adjustment clauses, increased revenues from intemtplible customers due to higher gas prices 
incurred. inaeased customer service revenues, a base rate increase in FloridA and customer growth. Thest! increases 
were partially offset by wanner weather in the current period in all of the Company's service territories. 

The Company's operating m8J"&)ns increased by SS. I million, or 3%, for the twelve-month period ended March 31, 
1997 as compared with the twelve-month period ended March 31, 1996. The increase was principally the result of 
higher margins on sales by the Company's unregulated operations. higher customer service revenues, the base rotc: 
increase in Florida and Increases in the number of customers served. As a result of weather nonnalil.ation clauses. 
operoting margim were approximately $1.1 million more in the 1997 period thM they would have been without such 
clauses. For the twelve-month period ended March 31, 19%, operoting mnrgins were $2.1 million less than they would 
have been without such clauses. 

Other Operatlna Expenses. The CompMy's other operoting expenses, excluding income taxes, increased by 
approximately SS.9 million, or S,., for the twelve-month period ended March 31, 1997 as compared with the twelve· 
month period ended Marth 31, 1996. The increase was primarily due to additional expenses related to the start-up and 
growth of the Company's unrcaulated operations, and expenses incurred to conJOiida•e two of the Company's New 
Jersey service facilities. These increucs were partially offset by the cap1tallmtlon of 10flwnrc development CO\ts nnd 
the rcvt"f'IAI of «rtaln rcscrvea which uuuua.Jcment ddennined to be no longer requlred. l>cpreclallon expense increased 
due to additional plant in scrvice. Other taxes lnacascd due to higher payroll-related taxes as a result of more 
employees, and an increase in the unemployment rate charged by the state of New Jmey. 

Interest Expense. Interest expense decreased by Sl.8 million, or 9-/e, for the 1997 period os compared with the 199o 
period primarily due to lower levels of outstanding bonowmgs. 
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Rq:ulatory M•«en 

On May 13, 1997, the New Jersey Board of Public Utilities (the "NJBPU") approved an order (replacing an interim 
order dated December 4, 1996) authorizing the Nonhero Division to increase its annual pun:hased gas adjustment 
revenues by approximately $22 millioo. The increase reflects the Company's projection for higher gas prices in the 
coming year. 

On October 29, 1996, the Florida Public Service Commission (the "FPSC") voted to authorize the Company to increase 
its base rates in Florida by $3.75 million ~n~~ually. The ratt incrwe reneeu a rate base amounting to $91.9 million, 
reflecting the : 1dition of investments in system improvements and expansion projects. Under the approval, the allowed 
rerum on equity is I 1.3% with an overall after-tax rate of mum of7.87o/o. The Company had been granted interim rate 
relief of$2.2 million effective in September 1996. The permanent rate increase. which was effective in December 1996. 
includes the interim adjustment. 

Financing Aetlvltla and Raouras 

The Company had a net use of cash from operating activities of $1 .0 million for the six-month period ended March 3 1, 
1997 as compnred wllb net cash provided by operating activities of$43.1 million for the six-month period ended Man:lh 
31, 1996. The decrease in the current period was primarily due to the timing of the Company's payment of New Jersey 
gross receipts and franchise taxes, which wu required in March In the current year as compared to April in the prior 
year period. an under-c:ollec11on of gas costs throuah tbe Company's pun:hascd gas adjustment douses and a decrease 
in cash collections from accounts receivable in the current period due to wanner weather. For the twelve-month period 
ended Man:h 31, 1997, the Company had a net use of cash from operating activities of$19.4 million as compared with 
net cash provided by oper111ing activities of $21 .8 million for the ~elve•month period ended March 31. 1996. The 
decrease was mainly annbulable to the reasons discuss:d above for the six-month period. 

Because the Company's business is highly seasonal, short- erm debt is wed to meet seasonal working capital 
requirements. The Company also borrows under its bank lines or credit to finance portions or its capital expenditures, 
pending refinan;;ing through the issuance of equity or long-t.erm indebced.ness at a ll1er date depending upon prevailing 
marlcet conditions. 

Short-Term DebL The wei&hted averqe daily amounts ouWDnding of notes payable to banks and the weighted 
average interest hiles on those amounts were $66.3 million at 5.2-.4 for the six-month period ended Man:h 31, 1997 and 
$45.9 million 815.9% for the six-month period ended March 31, 1996. The weighted average dally amounts of notes 
payable to banks increased principally due to the under-collection of gas lhrouah the Company's purchased gas 
adjustment clauses as a result of significantly higher gas prices incurred and to additional borrowings to finance 
construction expenditures. At March 31, 1m, the Company had outstanding notes payable to banks amounting to 
$75.1 million and available unused lines of credit amounting to $55.3 million. 

Long-Term Debt and Fllnds for Corutruetlon Held by TrustH. In November 1994, the Company filed 11 shelf 
registration statement with the Securities and Exchange Commission for an aggreple of up to $100 million of debt and 
equity securities. A$ of March 31, 1997, the Company has issued $70 million of Medium-Term Notes subject to the 
shelf registration statement. While the Company has no present intention to issue additional securities subject to the 
shelf registration, such securities may be issued from time to time, depending upon the Company's needs and prevailing 
marlcet conditions. 

The Company plans to rermanc:c approxim11ely SSS million or its Cas Facilitjes Revenue Bonds pending an 
rmprovement in interest rates. 

The Company deposits in IJ'\W the unexpended ponjon of the nd proceeds from its Cas facil ities Revenue Bonds until 
drawn upon for eligible exren<fiture:s. ~ of Mardl 31, 1997, the total unexpended portion.s of all oflhe Company's Gas 
Facilities Revenue Bonds were $33.3 million and are cllssifted on the Company• conJOiidated balnncc sheet. rncludlng 
interest earned thereon. as funds for construction held by trustee. 
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Common Stock. The Company periodically issues shares of common stock in connection with NUl Direct, the 

Companys dividend reinvestment and stock purchase plan, and various employee benefit plans. The proceeds from 
such tssuances amounted to approximately $2.6 million during the six-month period ended March 31. 1997 Wld were 

used primarily to reduce outswKJing short-term debt. There were no proceeds during the six-month period ended 

March 31, 1996 as the Company purchased shares on the open marlcet to fulfill the plans' requirements at that time. 

Under the terms of these plans. the Company may periodically change the method of purchasing shares from open 

marlcet purchases to purchases directly from the Company, or vice versa. 

Dividends. On Oc1ober 29, 1996, the Company increased its quarterly dividend to S0.23S per share of common stock. 
The previously quanerly rate was $0.225 per share of common stock. 

The Company's long-term debt aveemeots include, among other things, restrictioru as to the payment of cash 

dividends. Under the most restridive of these provisions. the Company is pennitted to pay approximately $47 million 
of cash dividends at March 31 , 1997. 

Capital Expenditures aDd Commlt•eats 

Capital expenditures, which consist primarily of expenditures to expand and upgrade the Compa.nys gas distribution 

systemS. were $23.4 million for the six-month period ended March 31. 1997 as compared with $14.2 m1lhon for the 

six-month period ended March 31, 1996. Capital expenditures II'C expected to be approximately SS7 mill ion for all of 

fiscal 1997, as compared with a toW of$37.1 million In fiscal 1996. The increase over f1SC8l 1996 is primarily the 

result of planned capital investment relaled to providing gas or transportation service to new customers. which is mainly 

expc:eted to occur in the Company's Southern Division, and to the Company's investment in new mfonnation 

technology designed to enhance produc1ivity in the iong-tenn. 

The Company owns or previously owned six fonner manufactured gas plant ("MGP") sites in the Northern Division 

and ten MGP sites in the Southern Division. The Compm1y, with the aid of environmental consultants. regularly 
assesses the potential future costs associated with conduct ina remedial aaions, as well as the likelihood of whether such 

actions will be necessary. The Company records a reserve if it IS probable that a liability will be incurred and the 
amount of Jle liability is reasonably estimable. Based on the Company's most rectnt assessment, the Company has 

recorded a total reserve for environmentaJ invesrigaalon and remediation costs of approximately $34 million, which the 

Company expects it wUI expend in the next twenty years to remedlate the Company's MGP sites Of this reserve. 

approximately S30 million relates to Northern Division MGP sites and approximately $4 million relates to Southern 

Division MCP sites. However, the Company believes that it is possible that costs associated with conducting 

investigative activities and implementina remedial actions, if necessary. with respeato all of its MGP sites may exceed 

the approximately $34 million rucrve by an amount that could rwt&c up to $24 million and be inC'Ul"red during a future 

period of time that may range up to fifty years. Of this $24 million in possible future expenditures, approximately Sl 2 

million relates to the Northern Division MGP sites and approximately $12 million relates to the Southern DiviSion 
MGP sites. As compared with the approximately $34 million reserve discussed above, the Company believes that it is 

less likely that this additional $2A million will be in<:urred and therefore has not recorded It on its books. Thr Company 

believes that all costs associated with the Northern Division MGP sites will be recoverable in rates or from Insurance 

carriers. The Comp:llly is also able to recover actual MGP expenses over a rolling ~ven-year period through ItS MGP 
Remediation Adjustment Clause {"RAC'). On September l, 1996, the Company made its inatial filing under the RAC 

to begin recovery of environmental costs incurred from in«ption through June 30, 1996. The NJBPU approved the 

filing on April 2, 1997 at which time the Company began recovery of approximately $3.1 mill ion of costs. With respect 

to costs which may be associated with the Southern Division MOP sites, the Company intends to pursue recovery from 

ratepayers, former owners and operators of the sites and from insurance carriers. llowever, the Company Is not able 01 

this time to express a belief as to whether any or all of these recovery efforts related to the Southern Division MOP sites 
will ultimotely be successful . For a further discussion of environmental mauers. see Note S of the Notes to the 

Consolida.ted Financial SWemenu. 

Certain of the Company's long-tenn cootniCU for the supply, storaae and delivery of natural &AJ mclude Oxrd charges 
that amount to approximately $7.S million annually. Tha Company currenlly recovers. and expects to continue 10 

recover, such nxcd chiUlles throuah Its purchased sas adjwt:ment clauses. The Company also is committe:<! to purchase, 
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at marlcet-related prices, minimum quantities of gas that, in the aggregate, are approximately 10 billion cubic feet per 

year or to pay certain costs in the event the minimum quantities arc not taken. The Company expects that minimum 

demand on its systems for the duration ofth«"' conb"ICtS will continue to exceed these minimum purchase obligations. 

The implementation of the Federal Energy Rqulatol')' Commission's (''fERC•) Order No. 636 required the 

restructuring of the Company's contncU with certain pipeline companies cbal together supply less than one-third of the 

Company's total fum gas supply. Under Order No. 636 the pipeline companies are passing through to their customers 

transition costs ~iated with mandaud restructuring. wch as costs resulting from buying out unmarketable gas 

purchase contrldS. The Company tw been charged approximately $1 1 million of such com through March 31, 1997. 

All of such costs have been authorized for recovery through the Company's purchased gas adjustment clauses, 

including such costs inc:wTed by the Company's Pennsylvania operations. On April 24, 1997 the Company received 

approval from the Pennsytv.nia Public Utilities Commission to recover FERC Order 636 costs effective May I , 1997. 

The Company CW'I"efttJy csdmiiCI dw iu remaining Order No. 636 transition obligation will be approximately S7 

million. which it expects to aJso recover through the Company's purchased ps adjustment clauses as these costs are 

incurred. This transition obliption is subject to possible future FERC actions~ upon fihng.s by the Company's 

pipeline suppliers. 

The Company prepaid ~pproxirnately $1 million oflong-tenn debt. without penally, associated with its Employee Stoc" 
Ownership Plan in January 1997. No ocher long-tmn debe is scheduled to be repaid over the next five years 

Purchase ofT.LC. Eatuprisa, Ia~ 

On Febnwy, 17, 1997, NUl entered intn an LLC Interest Purchase Agreement (the "Agreement") by Md among T.I.C. 

Enterprises, Inc. (T.I.C.) and its sole lhareholder. Under the terms of this Agreement. NUl will acquire a 49% interest 

in T.I.C. Enterprises, LLC, a newly formed limited liability company that will continue the business of T.I.C .. for a 
purdwe price of$22 miUion. The Agreement also includes an additional incentive payment up to a maximum of$5.2 

million to the sole shareholder ifT.I.C.' s fasca11997 earnings, before interest and wces. exceed SS msllion. In addition. 

,....'UII- .s the opclon, durin& the period beainnln& April 2001 (subject to a one-year ulension by the seller). to purchase 

the remaining S I% interes~ln T.I.C. 

T.I.C. engages in the business of n:cruiting. tnlining and managing sales professionals and serving M sales and 
markeling representatives for various businesses, including the Company's subsidiary, NUl Energy. Jr.:- The purchase 

is expected to close in May 1997 and will be accounted for under the equity method. The excess of the purchase pric:c 

over the Company's share of the underlying equity in net assets is estimated at approximately $20 mill ion. which is 

expected to be amoni:z.ed on a snlght line basis over a period ranging from IS to 20 years. The Company piMs to 

fmance this purchase with proeecds ftom short-tenn debe pending reflll4nclng with proceeds from 11 common stock 

offering In September 1997. 
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PART II- OTHER INFORMATION 

Item 4. Submission of Maucn to • Vote of Security Holden 

The following rnau.en were presented for submission to a vote of security holders through lhe solicitation of proxies or 
otherwise during the second qUIIttr offascal 1997. 

The Annual Meeting ofSh.irtholders of NUl Corporlrion was held on March II, 1997. Proxies for the Annual Meeting 
were solicited put'SWint to Regulation 14A lnd there was no solicrtation in opposition to management's nommces. At 
the meeting. the shareholders eleacd direc:tors md m if!ed lhe appointment of indc:pc:ndent public accountants 

The total "otes were as follows: 

( I ) Election of directors to serve for thz!Ce-year 
tenns: 

James J. Forese 
R. Van Whisnand 

(2) RatifiCation of the appointment of 
Arthur Andersen LLP as independent 
public accountants 

Item 6. Exblblts nd RcportJ oa Form 1-K 

(a) ExblbiU. 

Exhibit 
No. Destriptk>n of EUJbit 

27 FinanciaJ Data Schedule 

(b) Reports on Form 1-K 

9,913,519 
9,9 15.356 

9,620,897 

Against or 
Withheld 

171,157 
175,320 

418.764 

Filed herewith 

S 1.0 IS 

On February 26, 1997, the Company filed a Fonn 8-K, Item S, Other Event.s. reporting the signing of a definitive 

agreement to acquire a 49 percent interest in T. f. C. Enterprises, Inc. 
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NUl Corporadon and Subtidlaria 
Consolidated Statement of Income (Unaudlt~) 

(Dollan Ia thousands, n~pt per share amouiDts) 

Tbree Months Nine Montbs Twelve Mon tbs 
Ended Ended Ended 

Jqne39 June 30 June JO 
1222 1.22§ mz 1996 !.221 1996 

O perating Margins 
Operating revenues $ 125, 175 $95,51'1 $48 1, 120 $391.247 $559,312 i4St,9S4 
Less - Purchased gas and fuel 83,575 55,695 309,910 220,355 357,678 252,060 

Gross receipts and franchise taxes ~ ~ ~ 32.861 ll..lli 36.65 1 

~ ~ 141.380 138.031 167.798 163.243 

Otber Operating Expenses 
Operations and maintenance 22,07 1 23,368 69,515 70,446 93,419 91,054 
Depreciation and amortization 6,466 5,382 17,742 16,324 22,707 21,144 
Other taxes 1,966 2,156 6,934 6,470 8,594 8,261 
I nco me taxes m !W.l .l.l..&lQ J..Q..lli till UM 

12.ill ~ 105.871 104.112 133.335 129.165 

o..,era ting Income 5,074 3,340 35,509 33,919 34,463 34,078 

Other Income and Expense, Net 973 59 1,626 167 2,019 211 

Interest Expense 4.682 4.402 13.684 !1..!.l! .Ltlli 19.210 

Net Income (Loss) ali $(1.003) $23.451 $19.898 $18.448 $ 15.079 

Net lncome Per Share of Common Stock $0.12 $(0,10) $2. 10 $2.1 I $!.6§ $1 .61 

Dividends Per Sbare of Common Stock S9.m 12.lli $0,705 $0.675 $0.93 $0,90 

Weighted Average Number of Sbara 
of Common Stock O utJtaadlag JI,7,.92,7Z'J. 2.2~7.2~1 Jl, I2'J.,4100 9,~ 11,091 1!,122.B16 9,~~6.! ~8 



NIJI Corporatloa aad SDbtldt.rla 
COIUOlklaled Baluce Slaett 

(Dollan Ia ~ouaacls) 

ASSETS 
Udllty Plaat 

Utility plant, at original cost 
Accumulated depred ation and amortizadon 
Unamon i:ud plant acquisition adju.suncnts 

FuodJ for CooJtruetloa Htkl by Trustet 

Investments In Marketable S«urltla. at market 

Investment ID T IC Enterprises, LLC 

Curnot Asset. 
Cash and cash equivalerns 
Accounts receivable (less allowance for doubtM accounts of 
$2,8 I 6 and $2,288, respectively) 

Fuel inventories, at av~ge cost 
Unrecovered purchased gas costs 
Prepayments and other 

Other Assets 
Regulatory assets 
Deferred charges and other 

CAPITALIZATION AND LIABILITIES 
Capitalization 

Common shareholders' equity 
Preferred stock 
Long-term debt 

Capital Luse ObllgatJou 

Current UabiJitJes 
Current portion oflong-tenn debt and capital lease obligations 
Notes payable to banks 
Accounts payable, customer deposits and accrued liabilities 
Federal income and other taxes 

Deferred C~lts and Other LlabiUda 
Deferred Federal income taxes 
Unamontiz.ed Investment tax crcdill 
I nvironmentnl remediation reserve 
Regulatory and other tlablllti.cs 

J •ae JO, 
1997 

<Upapdlted) 

$665,631 
(214,083) 
lMll 
~ 

2.068 

6S,446 
19,674 
6,676 

1.!.lli 
ill..QQQ 

S4,464 

~ 
§i.ll2 

$720,86~ 

$100,122 

1,439 
60,730 
77,370 

2.ill 
J.il32l 

60 ,60S 
6,287 

33,981 

ll.ill 
lJ1lM 

$720.862 

• Dulwd from audlt1d f1110nclalsta/1Mints 
&e tlr. n«u to COIUolldol•dfl/liDJ'ICialstattMtiiLr 

~ptembu30, 

1996 
(") 

$631,194 
(20 1,456) 
_l i..Jn 
46 !J.!.Q 

.736 

43,589 
29.19 1 
6,987 

...ll>.lll 
~ 

S2,439 
9,799 

62.238 
$677.662 

$ 179, 107 

IO.S03 

2,S46 
54,895 
66,372 

___l.2i1 
illJ§Q 

S9,328 
6,635 

33,98 1 

..1.l.J!8 

.!J..L..ln 
$677.6§2 



NUl Corporadoa aiiCI Sabsldlaria 
CouoUdated Sutemeat or Cull Flo"-. (Uaaadlttd) 

(Dollan Ia tboaaads) 

Nine Montlu Twelve Months 
Eadtd Ended 

June JO· JunrJ9. 
1221 J.22j 1222 ~ 

OperallD& Actlvltla 
Net income $23,451 $19,898 $18.448 $15,079 

Adjustments to reconcile nd income to net cash 
provided by operlling Ktivities: 

Depreciation and ll'llOC1izltion 18,340 16,398 24,257 21.521 

Deferred Federal iDc:ome taxes 1,372 5.296 3,645 4,817 

Amortization of deferred investment tax credits (348) (35 I) (464) (467) 

Other 1,145 4,704 1,058 5,612 

Effect of changes in: 
Accounts receivable, net (21.858) (20,963) (14,266) ( 16,554) 

Fuel inventories 9,517 11,471 (3.522) 1,177 

Accounts payable, deposits and accruals 10,997 5.133 14.174 7.940 

Over (under) recovtred purchased gas costs 312 (5,416) (6, I 54) (10,759) 

Other _!§:21} .Q.llil ~ ..1m 
Net cash provided by opmtina Ktivitics 11J1Q ltlli J1.Qll )0,292 

Flundn& Activities 
Proceeds from sales of common stock. net of 

treasury stoclc purchased 4,030 3 1,568 3.833 31.324 

Dividends to shareholders (7,886) (6.252) (10,334) (8.326) 

Proceeds from issuance of long-tmn debt 39,000 39,000 

Funds for constructjon held by IJUSlee, net 13,635 (31,232) 15,818 (31,079) 

Repaymeots o''-ong-tenn debt (950) (30,101) (987) (38,874) 

Principal payments under capital lease obligations ( 1,370) (1,439) ( 1,760) (1.9 19) 

Net short-term borrowings (repayments) .1m 00.1 5Sl Jl.W lli!Q 
NC1 cash provided by (used in) ftnancina Ktivitics .um (8.61!) ~ ..L§2.2 

Investing Aetivftla 
Cash expenditures for utality plant (35,923) (23,080) (49,896) (32.217) 

Investment in TIC Enterprises, LLC (22,000) (22,000) 

Other __tu (482) !I,§Hl !IJ4) 

Net cash used in investing activities (57.282) (23,562} aJ..llQl <32,351} 

Net increase (decrease) in cash and cash equivalents s 0.66§) L-§:!1 J (2,175> $ C2S3l 

Cub and Cash Equtvalents 
At beginning of period $ 3,736 s 3,601 s 4,243 s 4,496 

At end ofpcnod s 2,068 $4.243 s 2.068 $ 4,243 

Supplemental Dlsdosura of Cub FloWI 
Income taxes paid (refunds received), net $ 3,909 s 1.969 s 4.5~2 s 1,575 

I ntcrest paid $15,165 $15,691 $15,691 $19,584 
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NUl Corponuloll aiHI S.bddlaria 
Nota to da~ CouoUdaled Flaudal Stattmnts 

I. Basis of Praaatatloa 

The consolidated financial swements Include all operating divisions end subsidiaries of NUl Corporation (collectively 

refem:d to as "NUl" or the ~Company"). The Company dlwlbutes and sells narural gas and related services in six 
states through its Northern and Southern utility divisions. The Northern Division operates in New Jmcy ns 
Elll.lbtthtown Ou Comp~~ny. The Southern Division operates in five swes as City Gas Company of Florida, North 

Carolina Gas Service, Elkton Gas Service (Maryland), Valley Clues Oas Service (Pennsylvania) and Waverly Gas 
Service (New Yorit). In addition to ps discribution opentions, the Company provides retail gas snles and related 
services through its NUl EnerJy, Inc. ("Energy") subsidiary; wholesale c:nct'&Y brokmge and related SCI'\ •ccs through 
its NUl Energy Brokers, Inc. ("Broken") subsidiary: bill processing and related customer services for utilities and 
municipalities through its Utility Business Services. Inc. subsidiAry; end sales and marketing outsourcing through its 
equity interat in TIC Enterprises, LLC (sec Note 3). 

The consolidated financial swements contained herein have been prepared without audit in accordance with lhe rules 
and regulalions of the Securities and Exchan&e Commission and refl~ all adjustments which, In the opinion of 
management, are nccasary for a fair atatement of the results for interim periods. All adjustmcnt.s made were of a 
normal recuning nature. The ptq)Cilion of fmancial swement.s in accordance with generally accepted aC<lounting 
principles requires management to make estimases and assumptions that afT~ the reported amounts of asstts and 
liabilities. the disclosure of contingent useu and liabllides at the date of the fmanc:iaJ statements and the reported 
amounts of revenues and expenses during die reporting period. Actual results could differ from those estimates. The 

consolidated financial swements should be read in conjunction with the consolidated financial statements Dnd lhe notes 
thereto that are included in the Company's Annual Repon on Form 10-K for the fiSCal year ended Septemb-!~ 30, 1996. 
Certain reclassifications have been nude to the prior year ftnanCial statements to conform with the cumnt yenr 
presentation. 

The Company is subject to recutatlon as an operating utility by the public utility commissions of the states in which it 
operates. Because of the seasonal nature of gas utility operations. the results for interim periods are not necessarily 
indicative of the result.s for an entire year. 

2. Common Sba~boldert' Equity 

The components of common shareholders' equity were u follows (dollars in thousands): 

Common stock, no par value 
Shares held in treasury 
Retained earnings 
Unrealized gain (Joss) on marketable securities 
Unearned employee compensation 

Total common shareholders' equity 

3. Purcll&K of lnt~rut In TIC Eakrprites, LLC 

Jun~ 30, 
1997 
$171,346 

(I.S86) 
2S,7S I 

(104) 
(1 ,284) 

$200,122 

~pcrmbtr 30, 
1996 

$171 ,968 
(I,S64) 
10, 117 

389 
( 1.803) 

$1 79,107 

On May 18, 1997. the Company closed on its acquisition of 1 4~~ Interest In TIC Enterprises, LLC ("TIC"), a newly 
formed limited liability company, for 1 pwdlase price of S22 million. The acquisition was efT~tlve as of Janu11ty I, 

1997 and is being accounted for undet the equity method. Under the tmns of an LLC Interest Purchase Aa.rc:emcnt (the: 
"Agreement"), the limited liability company will continue the buJinW previously conducted by TIC 11nterprlse~. Inc. 
The Aereement also includes 1 provision for an additional Incentive payment up to a maximum ofSS.2 million If TIC's 
fiSC81 1997 earnings, before Interest and taxes, exceed SS million. In addition, NUl has the option, during the period 
beginmng April I, 200 I (subj~tto a ono-year extension by the seller), to purchase the remaining S We Interest inTI C. 
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TIC engages in tbe business ofreauiting. training and managing sales professionals and serving as sales and marlc~ ing 

representatives for various businesses, including the Company's subsidiary, NUl Energy, Inc. The excess of the 

purchase price over the Company's share of tbe underlying equity in n~ assets of TIC ~ estimated on a preliminary 
basis to be approximately $20 million and is being amortized on a straight line basis over a IS year period. 

4. Dtrtvallve Flnandallutruments 

The Company engages in risk manaaemenl activities to minimiz.e the linanciaJ and business risks IISSOCiatcd with 
fluctuating market prices for the purc:Jwe and sale of na.tural gas. The Company's unregulated subsidinries utiliz.e 
futures contracts, forward contracts, options conlr'ICU and swaps for lhe purpose of providing competitive energy 
supplies and hedging its retail sales. 

Broken utilizes such ftnaneial instruments for trading purposes and accordingly rec:ords realized and unrealized gains 
and losses by martcing to rT\Irl(et Its various fmanciaJ and forward commitments. Margin requirements for ruuural gas 

futures and options contracts are n:corded in accounts receivable. Realized and unrealized gains and losses are recorded 

in lhe consolidated SUitement of income under purchased gas and fuel. AI June 30. 1997, Brokm' futures contrncts 
consisted of922 contracts long and 7S7 contracts short at prices ranging from $2.10 to $2.SO per Mcf, none of which 
extend beyond January 1998, representing 16,790 MMcf of natural ps. Broken' options conlrlcts consisted of 40 

contracts long and 228 contnw:ts sbon with varying strike prices, none of which extend beyond July 1998. repn:senting 
2,680 MMcf of natural au. Mqln deposits with brokers was approximately $1 million at June 30. 1997. In addition. 
Brokers has forward sales and pu.rdwe commiunents associated with contmcu totaling 26,000 MMcf of natural gas. 
with tenns extending through July 1998. Net ruJtzed and unrealized gains for lhe nine-month period ended June 30, 
1997 was $1.1 million. During the nine-month period ended June 30, 1996, Brokers usc of derivative ftnllllcial 
instruments was not signifacanl 

Energy utilizes fmancial insnuments to ensure adequate margins on the sale of natural gas to its retail customers. 
Margin requirements for natural gu futures contracts an: recorded as accounts receivable. Unrealiud gains Md losses 
on oil futures and options contraCtS are defcmd in the consolidated balance sheet as either a current asset or liability. 
Realized gains lllld losses on futures, forwards and options contracts are included in the consolidated statement of 
income under purchased gas and fuel when the unckrlying gas commodity hedged is purchased and sold to it.s 

customers. The value of Energy's futures conb"aetS wu not material at June 30, 1997. 

The Company is exposed to credit risk in the event of nonperformance by counterpanies to Its various contract5. The 
Company mainains credit policies with regard to its counterparties that management believes significantly minimize 
overall credit risk. 

5. Nrw Accoantin& Standard 

In February 1997, the Financial Accounting Standards Board issued Statement of Financial Accounting Standards No 
128, "Earnings per Share" (SFAS 128). This statement supersedes APB Opinion No. IS, "Earnings pc:.r Share" and 
basically simplifies the computation of earnings per share. SFAS 128 will be effective for financial statements for both 
interim and annual periods ending after December IS, 1997. The Company does not expect the efTCC1 of adopting SFAS 
No. 128 to have a material efTce1 on its calculation of eam~gs per share. 

6. Contingencies 

E.nVIronmentol Mott~rs. The Company is subject to federal and state laws with respect to water, 111 quality, solid waste 

disposal IUld employee health and safety mattm., and 10 environmental regulations issued by Jle United Stales 
Environmental Protection Agency (the "EPA j, the New Jersey Ocpat1ment of Environmental Protection (the 
"NJDEP") and other federal and stale agencies. 

The Company owns. or previously owned, cenaJn properties on which m1111uf11C1un:d p.s plllllt.s ("MGP") were openlted 

h>· the Company or by other panles In the put. Coal w residues are present on the six MOP shes located in the 
Northcm Division. The Company has reponed the presence of the six MOP sites to the EPA, the NJDEP and the New 
Jersey Board of Public Utilities ("NJBPU"). In 1991, the NJDEP issued an Administrative Consent Order for an MGP 
Site located at South Street in Elizabeth, New Jersey, wherein the Company agreed to conduct a remed1al mvcsti~ru•on 
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and to design and implement a remediation plan. In 1992 and 1993, the Company entered into a Memorandum of 
Agreement with the NJDEP for each of the other five Northern Division MGP iitcs. Pursuant to the tcnns 1111d 
conditions of the Administrative Consent Order and the Memoranda of Agreement. the Company is conducting 
remedial activities at aJI six sites with oversight from the NJDEP. 

The Company owned ten former MGP facilities, only ~ of which it c:unently owns. The fonner MGP sites are 

located in the states of North Carolina, South Carolina, Pennsylvania, New Yoric and Maryland (the "Southern Division 
MOP sitesj. The Company lw joined with other North Carolina utilities to form the North Carolina Manu fact~ Gas 
Plant Group (the "MOP Group") The MGP Group has entered into a Memorandum of Understanding with the North 
Carolina Dcparlment of Environment., Health and Natural Resources ("NCDEHNR") to develop a uniform program and 
framcwortc for the investigltion and rcmedlatioo of MGP sites in North Carolina. The Memorandum of Understanding 
contemplates that the acruaJ inVestiption and remediation of specific: sites will be addressed pursuant to Administrative 
Consent Orders between the NCDEHNR and the responsible patties. The NCDEHNR has recently sought the 
investigation and remediation of sites owned by members of the MGP Group and tw entered into Administrative 
Consent Orders with respect to four such sites. None of these four sites are currently or were previously owned by the 
Company. 

The Company, with the aid of environmental consultants, regularly assesses the potential future costs associated with 

conducting investlptive activities at each of the Company's sites and implementing appropriate remedial actions, as 
well as the likellhood of whether such actions will be necessary. The Company records a reserve if it is probable that a 
liability will be incurred and the amount of the liability is reasonably estimable. Based on the Company's most recent 

;wessment., the Company lw recorded a total reserve for environmental investigation and remediation costs of 
approximately $34 million, which the Company expects to expend during the next twenty years. The reserve is net of 
approximately $4 million which will be borne by a prior owner and operator of two of the Northern Division sites in 
accordan<:e with a cost sharing aarccment. Of this approximate $34 million reserve, approximately $30 million relates 
to Nonhero Division MOP sites and approximately S4 million relates to Southern Division MGP sites. Ho~ever, the 
Company believes that it is possible that costs associated with conducting investigative activities and Implementing 
remedial activities, if necessary, with rcspec:t to aU of its MGP sites may exceed the approximately $34 million reserve 
by an amount that could ranae up to $24 million and be incurred during o future period of time that may r1111ge up to 
fifty years. Of this $24 million in additional possible future expenditures, approximately $12 million relotes to the 
Northern Division MOP sites and approximately $12 million ~latcs to the Southern Division MGP sites. As compared 
with the approximately $34 million reserve discussed above, the Company believes that II is less likely that this 
additional $24 miUioo will be incurred and therefore has not recorded it on its books. 

The Company's prudently inc:uned rtmed.iation costs for the Northern Division MGP sites have been authoriz.cd by the 
NJBPU to be recoverable in rates. The Company also believes that a portion of such costs may be n:covcrable from the 
Company's insurance canien. The most recent base rate order for the Northern Division permits the Company to utilize 
full deferred accwnting for expenditures related to MGP sites. The order abo provides for the recovery of $130,000 

1111nuaJiy of MGP related expenditures incurred prior to the rate order. Accordingly, the Company has recorded a 
regulatory asset of approximately $34 miJiion as of June 30, 1997, reflecting the future recovery of environmental 
remediation liabilities related to the Northern Division MGP sites. The Company is able to recover actual MGP 
expenses over a rolling seven year period through its MOP Remediation Adjustment Clause ("RAC"). The NJBPU 
approved the Company's initial RAC rate filing on April 2, 1997 at which time the Company began recovery of 
approximately $3.1 million of costs, whk:b repn:xnts environmental costs incurred from inception through June: 30, 

1996. On August 5, 1997, the Company made a flling with the NJBPU to recover an additional $0.5 million in 
environmental costs incurred from July I, 1996 through June 30, 1997. An order from the NJBPU is expected in the 
Fall. With respect to costs assoc:ialed with the Southern Division MGP sites, the Company intends to pursue rec:ovcry 
from ratepayers, fonner ownen and operators. and insurance earners, although the Company IS not able tCl express a 
belief as to whether any or aJI of these recovery efforts will be successful. The Company is worim¥ with the re&ulatory 
agencies to prudently manage its MGP costs so as to mitigate the impact of such cost on both ratcpaycn and 

shareholders. 

Otlt~r. llle Company is involved in various claims and litigation incidental to Its business. In the opinion of 
management. none of these claims and litigation will have a material adverse effect on t11e Company's results of 
opcmtions or its financial c:ondJtion. 

6 



Opera tin& Rennues (Dollan Ia tboUAndl) 
Finn Sales: 

Residential 
Commercial 
lndusttial 

Interruptible Sales 
Unregulateo Sales 
Transporution Services 

NUl Corporatloa aDd Sublldlaria 
Summary CoDtOiidat~ ~ratJnc Data 

lllree Montlu EAdtd NIJ1~ Mo•das udtd 
:lJ!!s12a :l!!l!U2. 

m1 1996 !.222 ~ 

$4 1,064 $38.152 $177,769 s1n.439 
20,623 21,346 92,849 94.298 

4,476 6,089 18,456 20,509 
11,224 14,323 41,946 38.267 
36,801 6,455 116,937 37,830 
7,097 5,828 21,996 17,651 

Customer Service, Appliance Leasing and Other U22 1.ill lW.fl l.Q.lli 
$125.175 w..m $481.120 $391.247 

Gu Sold or Tnmspor1~ (MMd) 
Finn Sales: 

Residential 3,922 3,930 20,968 22,6 15 
Commercial 2,445 2,865 12,617 14.669 
Industrial 1,086 1.252 3,798 4,370 

Interruptible Sales 3,508 3,975 10,942 10,873 
Unregulated Sales 17,102 4,986 41 ,407 12,730 
Transponation Services ~ lln ll..ID .!!.lli 

34.708 22.990 !JI.I93 83.586 

Average Utility Customen Serv~ 
Finn: 

Residential 335,884 333,011 335,892 332,883 
Commercial 24,386 24,582 24,430 24.657 
Industrial 299 329 310 338 

Interruptible 120 118 122 126 
Trunsporullaon ~ 121 !.J!! §21 

ID.m )S8.747 362.135 358.~ 

Degree Oays In New Jersey 
Actual 656 582 4,899 5,297 
Nonnal 538 538 4,936 4,936 
Percentage variance from nonnal 22% ~~ 1% ,.,,. 

coldtr colder wanner colder 

Employees (ptriod end) 

RAtio or Earnings to Fix~ 
Cbar&es (fwelve monthJ only) 

7 

Twdvt Months Eoded 
JuntJO, 

1997 1996 

Sl99,1n $191.841 
105,995 107.933 
23,268 24.378 
54,j29 56,194 

134,473 35,741 
27,432 22.122 
14.703 13,745 

$559.372 $451.954 

23,163 24.542 
14,523 16,472 
4,835 5,463 

14,701 17.313 
47,852 13,089 
28,183 24,158 

133.257 101.037 

334,697 331.806 
24,3 14 24,599 

317 387 
117 IJ'l 

1m lli 
36Q.698 357,440 

4,945 5,336 
4,978 4,978 

I 'Yo ~~ 

wanner colder 

1.1 21 1,075 

2 20 2 02 



NUl Corporation and Subsidiarla 
Manaeemeat's DiseuUoD aad Aulysil of Finaacial Coadltion 

and Raaltl of Operations 

The following discussion and analysis refers to all operating divisions and subsidiaries of NUl Corporation (collectively 
referred to as the "Company"). The Company disuibutes IDd sells natural gas and related services in six states through 
its Northern and Southern utility divisions. The Nonhero Division operates in New Jersey as Elizabethtown Gas 
Company. The Southern Division operates in five stat.es as City Gas Company of florida, North Carolina Gas Service, 
Elkton Gas Service (Maryland), Valley Cities Gas Service (Pennsylvania) and Waverly Gas Service (New Yotic). In 
addition to gas distribution operations, the Compmy provides retail gas SAles and related services through its NUl 
Energy, lnc. subsidiary; wholesale energy brokmae and related services through its NUl Energy Brokers, Inc. 
subsidiary; bill processing and related customer services for utilities and municiJ»)ities through its UtWty Business 
Services, lnc. subsidiary; and sales and marketing outsourcing through its equity interest in TIC Enterprises, LLC 
("TlC'')(see Note 3 of the Notes to the Consolidatod Financial Statements). Because of the seasonal nature of gas utility 
operations, the results for interim periods are not oecesslrily indicative of the results for an entire year. 

Results or Opuations 

Three-Monlh Periods Ended Junt! 30, 1997 and /996 

Net Income. Net income for the tfvee..month period ended June 30, 1997 was $1.4 million, or $0.12 per share. as 
compared with a net loss of S 1.0 million. or $0.10 per share, for the lhn:e-month period ended June 30, 1996. The 
increase in the currem period was primarily the result of higher operlling margins, lower operations and maintenance 
expcn.ses and higher other income. This incmaae was partially offset by higher depreciation and am011izalion expenses. 

Net income per share in the ewrent period was affected by the increased number of out.st:anding shares of common 
stock over the prior period, principally ~fleeting the Company's Wu&nce of 1.8 million additional shares in May 1996. 

OpuaUn& Revenlles r 1d Operatiq Marpu. The Company's opcnlla.ng revenues include amounts billed for the cost 
of purchased gas pursuant to purchased gas adjustment clauses. Such clauses enable the Company to pass through to its 
customers, via periodjc adjustments to customers' bills, increased or decreased costs i.ncum:d by the Company for 
purchased gas without affecting operating margins. Since the Company's utility operations do not earn a profit on the 
gas commodity clement of its revenues, the Company's level of operating ~venues is not necessarily indicative of 
flll3llcia.l performance. The Company's operating revenues incrased by $29.7 million, or 3 lo/., for the thru·month 
period ended June 30, 1m as compared with the three-month period ended June 30 • .1996. principally due to an 
increase of approximately $30 mUtion in revenues generated by the Company's unregulated openu1ons. Operating 
revenues also increased due to a base rate increase in the Company's Florida service territory (see "Regulatory Matters), 
higher customer service and appliance leasing n~venues, and customer growth. These increases were partially offset by 
lower revenues from intemlptible and cenain indusuia1 customers due to lower gas prices incurred during the: current 
period. 

The Company's operating margins ~ by $2.1 million, or 6%. for the three-month period ended June 30, 1997 as 
compared with the three-month period ended June 30, 1996. The increase principally reflects higher customer service 
and appliance leasing revenues, higher mara.ins on sales by the Company's unregulalcd operutions, the effect of a base 
rate increase in Florida and customer growth. 

Olber Operatlna Eapentes. The Company's opentlons and maintenance expenses decreased by approximately $1.3 
million, or 6%, for the three-month period ended June 30, 1997 as compared with the three-month period ended June 
30, 1996. The decrease was primarily the result of lower perulon and insurance expenses, anJ to the reversal of ccnain 
reserves which management determined to be no longer RqUired. These decreases wert~ pa.r1ially offset by oddltional 
expenses related to IJ1c growth in the Company' a unrcgulaud operations. 
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Depreciation and amortization expense increased by approximately S 1.1 million for the three· month period ended JUM 
30, 1997 as compared with the three-month period ended June 30. 1996. The inc:n:ase was principally due to 
approximately $0.7 million ofaoodwillllmOf'lizatioo recorded for the period January I , 1997to June 30, 1997 rr~ to 
t.hc acquisition of TIC (see Noce 3 of the Noc.es to the Consolidated FiiWicial Statements). and higher depreciation 
expense as a result of additional plant in service. 

The increase in income taxes for the current period was principally due to the effect of higher pre· tax income . 

Other Income (Espaue), Ntt. Other income and expense, net increased approximlltly $0.9 million for the ~tuft. 
month period ended June 30, 1997 IS compared with the three-month period ended June 30, 1996. primarily due to 
after-tax earnings of approximately $0.8 million for the Company's 4~.4 equity interest in TIC for the period JanUAry I . 

1997 through June 30, 1997 (see Noce 3 ofche Notes to the Consolldaled Financial Stateme:nts). 

Interest Es~nse. Interest expense increased by approximately $0.3 million for the thrce·month period ended June 30. 
1997 as compared with the three-month period ended June 30, 1996. The increase principally renecu higher avcrnge 
shor1·te.rm borrowings pa11ially offset by lower average short·tcml rates and lower average long-term borrowings as a 
result of the repayment of amounts outstanding under che Company's $30 million credit ~ment in May 1996. 

Nine-Month Periods Ended June JO. 1997 and 1996 

Net Income. Net income for che nine--mooch period ended June 30, 1997 was S23.S million. or $2.10 per shnre. as 
compared with net income of S 19.9 million, or n.11 per share, for the nine-month period e:ndcd June 30. 1996. The 
incte3SC in the current period was primarily due to higher opcratina margins. higher other income and lower operations. 
maintenance and interest expenses. These incrca:.cs were partially offset by higher depreciation. amortimtion and other 

taxes expenses. 

Net income per share in the current period was affected by the incn:ased number of outstanding shares of common 
stock over the prior period, principally n:nectlng the Company's issu.mce of 1.8 million addlllonaJ shares in May 1996. 

Open~tlng Renaur aad Open~tJaa Marpas. The Company's operating revenues increased by $89.9 million. or 
2Wo. for the nioe-monlb period ended June 30, 1997 IS compared with the nine-month period ended June 30. 1996. 
The inc:n:ase was principally due to II\ inc:rease ofapproxlmal.ely $79 million in revenues ge:ncrated by the Company' s 
unregulated operations. the effect of purchased gas adjustment clauses, a base rate increase in the Company's Florid:l 
setV1ee territory, inere'ucd customer service ltld appliance leasing revenues. and customer growth. These inc:rcascs 
were pa11ially offset by the effect of wumer weather in the 1997 period in all of the Company·, service territories. 

The Company's opcrllina mqins Increased by S3J million, or rn. for lhc nin§·mooth ptriod mdcd June 30, I '¥J7 '" 

compared with the nine-month period ended June 30, 1996. The ln~rense principally reflects hlghc:r mqlns on soles by 
the Company's unreaulated operations, including Sl . l million of net realized and unrealized pins recognized on 

financial and forward commltme:nts by NUl EneraY Brokers Inc. (sec Note I of the Notes to the Consolidated 
financi.al Statements). Operating margins were also increucd due to the effect of the rate case in Florid:l, higher 
customer service and appliance leasing reve:nues, and customer arowth. These incn:a.ses were paruaJiy offset by the 
effect of warmer weather in che 1997 period in all of the Company's service tenitories, pMt of which was not fully 
recovered from customers under wadlcr normalization clauses, and lower amounts billed to cauin of the Company's 
florid:l customen for Its e:nergy conservation program. The Company is allowed to pass throuah to its alSlomers costs 

tncUI'l'ed for various energy c:onJerVIIlion programs. The Company does noc earn • profn on these billinas as operations 
expense is charged or ctcdited for lilY difference between 1mounts billed to customers and am01•nts lldually inel.il1'td 
The Company has weather nonnallzation clauses In Its New Jersey and North Carolina tariffs which are designed to 
help stabilize the Company's results by Increasing amounts dw'gcd to customers when weather has been wanner than 

normal and by decreasing amounts charged when weather has been colder than normal. As a result of w~~r 
norrnaJimtion ~lau.scs. opcratina rnqins were approximalely $0.7 million hlaber for the 1997 period than they would 
have been without such cl.wses. For the nine-month period ended June 30, 1996. openting margins were $2.2 million 
less than they would have been without such clauses. 
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Other Opuatln& Expeua. Operations IOd maintenance expenses decreased by approximately $0.9 million for the 
nine-month period ended June 30, 1997 as compercd with the nine-month period ended June 30. 1996. The decrease 
was primarily lhe result of the capitalization of costs associated with the development and implementaeion of new 
infonnation technology, lower pension and insuraoc:e expenses. lower expenses cbqed for the Company's energy 
conservation programs in Florida and the reversal of certain reserves which rmnagement detennined to be no longer 
required. These dca'eases were paroaJiy offset by expenses Incurred to consolidlse cwo of the Company's New Jersey 
service facilities and additional expenses relllod 10 the gJ'OWtb In the Company' s unregulated opa-arions. 

Depreciation and amorti1Jidon increased epproxinwely $1.4 mill ion over the prior year period pnmarily due to 
approximately $0.7 million of &\)()(fwiJI amortization recorded for the period January I , 1997 to June 30. 1997 related to 
the acquisition of an equity interest in TIC (see Noce 3 of the Noces 10 the Consolidated Fanancial Statements), and 
higher depreciation expense as a result of additional plant in service. 

The increase in other taxes of approximately SO.S million in the current period was mainly due to hagher payroll-related 
taxes as a result of more employees. 

Other Income and (EspeDJe), Net. Olher income and expense. net Increased approximately SI .S million for the nine­

month period ended June 30, 1997 as~ with the nine-month period coded June 30, 1996. The increase was 
primarily due to after-tax earnings of approximately $0.8 million for the Company's 49% equity interest in nc for the 
period January I, 1997 throu&h June 30, 1997 (see Noce 3 of the Notes to the Consolidated Financial Statements), and 
to the sale of certain marketable securities resulting in a realized gain of$0.7 million. 

Interest EspeDJe. Interest expense dec:Rased by approxlnwely SO.S million for the nine-month period ended June 30. 
1997 as compared with the nine-month period ended June 30, 1996. The decrease was pnmarily due to lower average 
long-tenn borrowings as a result of the repayment of amounts outstanding under the Company's $30 million credit 
agreement in May 1996, paniaJJy offset by an increase in short-tenn interest expense due to higher average borrowings. 

Twelve-Mom}, Periods Ended June 30, 1997 and 1996 

Net Income. Net income for the cwelvc-month period ended June 30, 1997 was $18.4 million, or $1.66 per share:. a.s 
compared with S I S. l million, or S 1.61 per share, for the cwelvc-month period ended June 30. 1996. The increase in the 
current period was primarily due 10 higher operaring margins, higher other income and lower interest expense. Tilese 
increases were partially offset by bi&her opmrtjons and mainten~nee, depreciation and other taxes expenses. 

Nee income per share in the curreot period was affected by the inc• .sed nu:mber of outstanding shares of common 
stock over the prior penod. principally n:fl«ting the Company's issuance of 1.8 million additional shares in May 1996. 

Opera tin& Rennues and Optratlnt Mar&Jas. The Company's opa-aring revenues for the cwelve-month period ended 
June 30, 1997 increased approximately $107.4 million, or 24%, as compared with the twelve-month period ended June 
30, 1996. The increase wu primarily due 10 an increase in sales by the Company's unregulated operutions of 
approximately $98 million, the effec:ts of puroba.sed gas adjustment clauses, increased customer service and DppUancc 
leasing revenues, a base rate increase in Florida and customer powth. These increases ~ere pettially offset by warmer 
weather in the current period in all of the Company's service territories. 

The Company's operating mqins increased by $4.6 million, or 3%, for the twelve-month period ended June 30, 1997 
as compared wat.'l the twelve-month period ended June 30, 1996. The increase was principally the result of higher 
margins on sales by the Company's unrqulaled operations, hi&her customer service and appliance leasing revenues, the 
base rate ancrease in Florida and i.n<:reases in the number of customm served. As a result of weather normalim tion 
clauses, operating margins were approximately $0.7 million more in the 1997 period than they would hove ~n 

without such clauses. For the twelve-month period ended June 30, 1996, operating margins were $2.2 mill ion less than 
they would have been without such clauset. 

Other Operatin& EspeDSa. Operations and maintenance expen.sc:s ina'ea.sed approximately $2.4 million, or 3"•· for 
the cwelve·month period ended June 30, 1997 as compared with the twelve-month period ended June 30, 1996. Tile 
increase was primarily due to additional expenses related 10 the powth of the Company's unregulated operalions. and 
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expenses incurred to consolidale two of the Company's New Jersey service facilities. These increases were partially 
offset by the capitalizalion of software development costs, lower pension 11nd insurance costs, and the reversal of certain 
reserves which management detmnmed to be no longer required. 

Depreciation and amortization expense inc:ra.sed approximately $1 .6 million over the prior year period primarily due to 
approximately SO. 7 million of goodwill amortization recorded for the period Jamuary I, 1997 to June 30, 1997 n:lntc:d to 
the acquisition of an equity interat in TIC (see Noce 3 of the Notes to the Consolidated Fino.ncial Statements), and 
higher depreciation expense as a result of additional plant in service. 

Other Income and Espense, NeL Other income and expense, net increased approximately $1 .8 million primarily du.e 
to after-tax earnings of approximately $0.8 mmion for the Company's 49% eq11ity interest in TIC for the period January 
I, 1997 through Jooe 30, 1997 (see Note 3 of tbe Notes to the Consolidated Financial Statements). and to the sale of 
certain marketable securities resulting in a realiz.ed gain of SO. 7 million. 

lntera1 Expense. Interest ~x~ d~d by $1.2 million, or 6%, for the 1997 period as compared with the 1996 
period primarily due to lower levels of outstanding borrowings. 

Regulatory Matten 

On August 12, 1997, the Northern Division filed a proposed revision to its weather nonnalization clause with tbe 
NJBPU to reflect an increase in the level of normal degree days used to determine margin revenue diO'erences 
associated with variations between the actual degree days experienced in the months of October through April and the 
degree days that 11nderlie the Company•s base rates. The revised normal degree days are intended to adjust for a bias in 
historical weather data crealcd by the National Oceanic and Atmospheric Administration's installation of a device to 

measure temperature known as the automatic: surface observing system. An Order is expected later in the Fall of 1997. 
The Company will file a petition shortly to recover additional margin revenues associated with this revision. 

On July 31, 1997, the Northern Division flied a proposal with the NJBPU IO increase its onnual purcbnscd gas 
adjustment revem•~s by approximllely $8 million and change the way it passes along gas supply costs to its diO'erent 
classes of customers. The filing proposes to coiled the commodity component of purchased gas and the fuced costs the 
Company incllrS on behalf of its customers to supply gas service separately. The filing also includes a request to 
incorporate a performance based mechanim1 whereby Nortl\trn Division customers and the Company would benefit 
from the Company's ability to secure gas at rates more favorable than a market index benchmark. The proposed 
mechanism would provide an 80/20 sharing. with Northern Division customers receiving the greater percentage of rislk 
and opportunity on the difference between a monthly market benchmark and the octual cost of purchased gos. Action 
by the NJBPU on the Company•s proposal is expected in the Fall of 1997. 

On May 13. 1997, the New Jersey Board of Public Utililies (the "NJBPU") approved on order (replacing an interim 
order dated December 4, 1996) authorizing the Northern Division to ineteaSC lu annual purchased gas adjustment 
revenues by approximately $22 million. The Increase was efTtttivc: in December 1996 1111d reflects higher gas pri~ 
incurred in the wrrent year. 

On October 29, 1996, the Florida Public Service Commission (the "FPSC") voted to authorize the Company to increase 
its base rales in Florida by S3.7.S miUion annually. The rate increase reflects a rate base amounting to $91.9 million, 
reflecting the addition of investments in system improvements and expansion projects. Under the approval, the allowed 
ret11m on equity is 11.3% with an overall after-tax ra1e of~ of7.9%. The Company had been grunted interim rate 
relief of$2.2 million effective in September 1996. The pennanent rate increase. which was effective in December 1996. 
includes the interim adjustment. 
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Finanein& Activitia and Raourca 

The Company had net C&Sb provided by operating activities of $42.3 million for the nine-month period ended June 30, 
1997 as compared with $32.8 million for the nine·month period ended June 30, 1996. For the twelve-month period 
ended June 30, 1997, the Company had net cash provided by operating activlities of $32.0 million as compared with 
$30.3 million for the twelve-month period coded June 30, 1996. The i:nc:rease:s in the 1997 periods as compared with 
the 1996 periods were primarily due to additional cash collected resulting in a lower under-collection of gas costs 
through the Company's purchased gas adjustment clauses and higher accounts payable due to increased purchases by 
the Company's unregulated operations. 

Because the Company's business is highly seasonal, short-tenn debt is U$Cd to m=t seasonal working capilal 
requirements. The Company n!so borrows under its banJc lines of credit to finance portions of its capital expenditures, 
pending refinancing through the Issuance of equity or long-t.mn lndebtedness at a later date depending upon prevailing 
market conditions. 

Short-Term Debt. The weighted avenge daily amounts outstanding of notes payable to b:ulks and the weighted 
average interest rates on those amounts were $64.4 million at 5.3% for the nine-month period ended June 30, 1997 and 
$40.7 million at 5.8% for the nine-mooth period ended June 30, 1996. The weighted average daily amounts of notes 
payable to banks increased priocipally due to the under-collection of gas through the Company's purchased gas 
adjustment clauses as a result of significantly higher gas prices Incurred, borrowings to finance the Company's 
acquisition of a 49-AI interat in TIC and adcfuional borrowings to finance construction expenditures. At June 30, 1997, 
the Company had outstanding notes payable to banks amounting to $60.7 million and available unused lines of ~rcdit 
amounting to $90 million. 

Long-Term Debt aod Fuacls for CoDJtructloa Hdd by Trustee. In November 1994, the Company tiled a shelf 
registration statement with the Securities and Exchange Commission for an aggregale of up to $100 million of debt and 
equity securities. Al of June 30, 1997, the Company has issued $70 mimon of Medium-Term Notes subject to the shelf 
registration statement. While the Company has no present intention t.o issue additional securities subject to the shelf 
registration. sv-:11 securities may be issued from time to time, depending upon the Company's needs and prevailing 
market conditions. 

On July 9. 1997, the Company issued $54.6 million of tax exempt Gas Facilities Revenue Refunding Bonds at an 
interest rate of 5.7%. The bonds mature on June I, 2032 and will be used to rcfmance previoYSiy i.$$ue4 Gil.$ fpcilities 
Revenue Bonds in the aggregate principal amounts and nlles of$46.2 mlmon am6.75% and $8.4 million at 6.625%. The 
proceeds from the refunding bonds were invested in tem.ponvy cash investments and will be held in trust until the old 
bonds are called on October I, 1997. 

The Company deposits in trust the unexpended portion of the net proceeds from its Gas Facilities Revenue Bonds until 
drawn upon for eligible expenditures. As of June 30, 1997, the total unexpended portions of all of the Company's Gas 
facilities Revenue Bonds were approximately $29 million and are classified on the Company's consolidated balance 
sheet, including interest earned thereon, as funds for cons1ruction held by trustee. 

Common Stock. The Company periodically issues shares of common stock in connection with NUl Direct, the 
Company's dividend reinvestment and stock purchase plan, and various emp,oyee benefit plans. The proceeds from 
such issuances amounted to approximately $4 million and S0.2 million during, the nine-month periods ended June 30, 
1997 and 1996, respectively, and were used primarily to reduce outstanding short· term debt. Under the terms of these 
plans, the Company may periodically change the method of purchasing shares from open market purchases to 
purchases directly from the Company, ur vice versa. 

The Company anticipates issuing no more than 2 million additional shares of common stock in the Fall of 1997 for the 
purpose of refmancing short-term debt incurred to finance its acquisition of a 49% interest in TIC and for general 
corporate purposes. 

Dividends. On October 29, 1996, the Company increased its quarterly dividend to $0.235 per share of common stock. 
The previous quarterly rate was S0.225 per share of common stoek. 
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The Company's long-term debt agreements include, among other things, restrictions as to the payment of cash 
dividends. Under the most restrictive of these provisions, the Company is pennitted to pay approximately $41 million 
of cash dividends at June 30, 1997. 

Capital E1pendltura and Commltmeots 

Capital expenditures, which consist primarily of expenditures to expand and upgrade the Company's gas distribution 
systems, were $35.9 million for the n~mooth period endtd June 30, 1997 as compared with $23.1 million for the 
nine-month period ended June 30, 1996. Capital expenditures are expected to be approximately $54 miiJjon for all of 
f1SC3ll997, as compared with a total of$37.1 million in fiscal 1996. The increase over the 1996 periods was primarily 
the result of planned capital investment relal.ed to providing gas or transportation service to new customers. which is 
mainly occuning in the Company's Southern Division, and to the Company's investment in new information 
technology designed to enhance productivity in the long term. 

The Company owns or previously owmed six former manufactured gas plant ("MGP") sit.es in the Nonhem Division 
and ten MGP sites in the Southern Division. The Company, with the aid of environmental consultants. regularly 
assesses the potential fi!ture CO$t$ associau;d with conducting remedial actions, :as well as the likelihood of whether such 
actions will be necessary. The Company records a reserve if it is probable lhat a liability will be incurred and the 
amount of the liability is reasonably estimable. Based on the Company's most rec:ent assessment, the Company has 
recorded a total reserve for environmental investigation and remediation costs of approximately $34 million, which the 
Company expects it will expend in the next twenty years to remediate the Company's MGP sites. Of this reserve, 
approximately $30 million relates to Northern Division MOP sites and approximately S4 million relates to Southern 
Division MGP sites. However, the Company believes that it is possible that costs associated with conducting 
investigative activities and implementing remedial actions, if necessary, with respect to all of its MGP sites may exceed 
the approximately $34 million "'serve by an amount that could range up to $24 million and be incurred during o future 
period of time that may range u11 to fifty years. Of Ibis $24 million in possible future expenditures, approximately S 12 
million relates to the Northern Division MGP sites and approximately $12 million relates to the Southern Division 
MGP sites. As compared with the approximately $34 million reserve discussed above. the Company believes that it is 
Jess likely tho• this additional $24 million will be incurred and therefore has not recorded it on its books. The Company 
li>elieves that all costs associated with the Northern Division MGP sites will be recoverable in rates or from insurunce 
carriers. The Company is able to recover actual MGP expenses over a rolling seven-year period through its MGP 
Remediation Adjustment Clause ("RAC"). The NJBPU approved the Company's initjal RAC rate filing on April 2, 
1997 at which time the Company began recovery of approximately $3 .I million of costs, which represents 
environmental costs incum:d from inception through June 30, 1996. On August 5, 1997, the Company mode a filing 
with the NJBPU to recover an additional $0.5 million in environmental costs incurred from July I, 1996 through June 
30, 1997. An Order from the NJBPU is expc<:tcd in the Fall. With respect to CO$lS which may be associated with the 
Southern Division MGP sites, the Company intends to pursue recovery from ratepayers, former owners and operntors 
of the sites and from insurance carriers. However, the Company is not able at this time to express a belief as to whether 
any or all of these recovery efforts related to the Southern Division MGP sites will ultimat.ely be successful. For a 
further discussion of environmental maners, see Note 6 of the Notes to the Consolidated Financial Statements. 

Certain of the Company's long-term contracts for the supply, storage and delivery of natural gas include fixed charges 
that amount to approximately $75 millioo annually. The Company currently recovers, and expects to continue to 
recover, such futed charges through its purchased gas adjustment clauses. The Company also is committed to purchase, 
at market-related prices, minimum quantities of gas d:lal, in the~. are- approximately 10 billion cubic feet per 
year or to pay certain costs in the event the minimum quantities are not taken. The Company expects that minimum 
demand on its systems for the duration of these contracts will continue to exceed these minimum purchase obligations. 

The implementation of the Federal Energy Regulatory Commission's ("FERC") Order No. 636 requi~ the 
resuucturing of the Company'• contracts with c:au.in pipeline companies that together supply less than one-third of the 
Company's total fll1ll gas supply. Under Order No. 636 the pipelilllC companies are passing through to their customen 
liJ"anSition costs associated with mandated restructuring. such as costs resulting from buying out unmarltetablc gas 
purchase contracts. All of such costs have been authorized for recovery through the Company's purchased gas 
adjustment clauses, includina such cosu incurred by the Company's Pennsylvania opcrutloru. On April 24, 1997 the 
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Company received approval from tb.e Pennsylvania Public Utilities Commission to recover FERC Order 636 costs 
effective May I, 1997. The Company currently estimates that its remaining Order No. 636 transition obligation will be 
approximately S6 miUion., which it expects to also recover through the Company's purchased gas adjustment clauses as 
these costs are incurred. Thls transition obligation b subject to possible future FERC actions based upon filings by the 
Company's pipeline suppliers. 

The Company prepaid approximalely Sl million of long-term debt, without penalty, associated with its Employee Stoc:k 
Ownership Plan in January 1997. The Company will be prepaying $54.6 million of its Gas Facilities Revenue Bonds in 
October 1997 with proc.ccds received from a new bond issuance (sec "Financing Activities and Resources- Loog-Tenn 
Debt and Funds for Construction Held by Trustee"). No other long-term debt is scheduled to be repaid over the next 
five years. 

Purchase or Interest in TIC Enterprisa, LLC 

On May 1~, 1997, the Company closed on its acquisition of a 49% interest in, TIC Enterprises, LLC, a newly formed 
timited liability company, for a purdwc price of $22 million. The acquisition was effective as of January I. 1997 and 
i,s being accounted for under the equity method. Under the terms of an LLC Interest Purchase Agreement (the 
' 'Agreement"), the limited liability company wiiJ continue the business previously conducced by TIC Enterprises, Inc. 
The Agreement also includes a provision for an additional incentive payment up to a maximum of$5.2 million ifTIC"s 
fiSCal 1997 earnings. before interest and taxes, exceed $5 million. ln acldjtioo, NUl has the option, during the period 
beginning April I, 200 I (subject to a one-year extension by the seller). to purchase the remaining 5 I% interest in TIC. 

TIC engages in the business of rccrultina. training and managing sales professionals and serving as sales and marketing 
representatives for various businesses, including the Company's subsidiary, NUl Energy, Inc. The excess of the 
purchase price over the Company's share of the underlying equity in net assets of TIC is estimated on a preliminary 
basis to be approxjmately $20 million and is being amortized on a straight line basis over a I 5 year period. 

Other Matten 

NUl Environmc 1tal Group,lne., a wholly-owned subsidiary of the Company ("NUl Environmental"), was formed in 
1996 to develop strategies for reducing the accumulation of sediment in the New Jersey/New York harbor and 
improving acc:essibility to the harbor to commercial shipping trafT~e. NUl Environmental has enttted into a 
Memorandum of Undersuw.llng with the United States Department of Energy/Brookhaven Nlllional Laboratories 10 

develop sediment ;xocessing and decomamina.tion technologies. 
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PART U- OTHER fNFORMA TION 

Item 4. Submission • Matten to a Vote of Security Holden 

None 

Item 6. E&hlbUs and Reports oa Fora 8-K 

(a) Exhibits. 

Emibit 
No. Dac:rlption of Exhibit Rdtrenet 

12 Computation of Ratio ofEaminp to Fixed Charges Filed herewith 

27 Financial Data Schedule Filed herewith 

(b) Reports on Form 8-K 

None 
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NUl CORPORATION AND SUBSIDIAJUES 
CONSOLIDATED RATIO OF EARNINGS TO FIXED CHARGES 
FOR THE TWELVE MONTHS ENDED JUNE 30, IW'/ AND 1996 

{000'1) 

Encome from continuing operations before 
income taxes 

Add : 
Interest element of rentals 
charged to income (a) 
lnt~ expense 

Earnings as defined 

Enterest expense 
Capitalized interest 
Enterest element of rentals charged 

to income(a) 
Fixed charges as defi ned 

$28.150 $23,969 

3,206 3,148 

~ 12..!11 
$5 1.392 $47.254 

$20,036 $20, 137 
135 100 

~ l.ill 
$23.377 $23.385 

EXHIBIT 11 

CONSOLIDA Tf') RATIO OF EARNINGS 
TO FIXED CHARGES 1.12 1..21 

(a) Includes the interest element of rentals where detenninable plus 1/3 of' rental expense where no readily 
defined interest element can be determined. 
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SIGNATURES 

Pursuant to the requ~ents of the Sec:uritJes Exchange Act of 1934, the Registrant has duly ca.uscd this repon to be: 
s igned on its behalf by the undersigned llbcreunto duty authorized. 

August 14, 1997 

August 14, 1997 
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NUl CORPORATION AND SUBSIDIARIES 
ESTIMATED CONSOLIDATED SOURCES AND USES OF FUNDS 

FOR THE TWELVE MONTHS ENDED SEPTEMBER 30,1998 
(dollars In thouunct.) 

SOURCES OF FUNDS 

NET INCOME 
DEPRECIATION AND AMORTIZATION 
CONSTRUCTION FUNDS, NET 
PROCEEDS FROM SALE OF COMMON STOCK 
DEFERRED FEDERAL INCOME TAXES 
OTHER 

USES OF FUNDS 
CAPITAL EXPENDITURES 
DIVIDENDS TO SHAREHOLDERS 
INVESTMENT IN TIC ENTERPRISES, LLC 
REPAYMENTS OF CAPITAL LEASES 
WORKING CAPITAL CHANGES 
AMORTIZATION OF lTC 
OTHER 

NET BORROWINGS 

EXHIBIT 8-1 

$ 25,200 
26,500 
15,000 

6,400 
3,000 
1,000 

77,100 

(57,000) 
(12,350) 

(2,600) 
{1,800) 

(20,880) 
(470) 

(2,000) 
(97,100) 

$ 20,000 

EXHIBfTB-1 



CITY GAS COMPANY OF FLORIDA 
A DIVISION OF NUl CORPORATION 

ESTIMATED CONSTRUCTION SPENDING 
FOR THE TWELVE MONTHS ENDED SEPTEMBER30, 1998 

(doh,. In thouaanda) 

EXHIBIT B-2 

NEW BUSINESS 
Mains $ 4,470 
Services 1,684 
Meters and Regulators 990 

7.144 

EXISTING PLANT 
Replacement Maine 1,336 
Replacement Services 170 
Gate Stations 469 
Property Improvements 113 

2.077 

QTHEB E~PEtjQITUBES 
Special Projects 2,769 
Equipment and Tools 343 
Vehicles 844 
Appliances 1,499 
lnformatio.,s Systems 124 
Other 395 

5.974 

TOTAL CAPITAL EXPENDITURES $ 15.196 

EXHliiT a-2 




