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Ms. Ann Cole 
Commission Clerk 
Florida Public Service Commission 
2540 Shumard Oak Boulevard 
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Re: Docket No. 110133-GU - Petition for approval of acquisition adjustment and recovery 
of regulatory assets, and request for consolidation of regulatory fdings and records of 
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Dear Ms. Cole: 

Attached for filing, please find the original and five (5) copies of Florida Public Utilities 
Company's and the Florida Division of Chesapeake Utilities Corporation's Responses to Staffs 
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RESPONSES TO 
STAFF’S FIRST DATA REQUEST 

DOCKET NO. 110133-GU 

Please provide a copy of the purchase agreement between Chesapeake Utilities Corporation 
and Florida Public Utilities Company. 

RESPONSE: See Attachment 1 

Please explain what portion of the acquisition adjustment that is being allocated to the natural 
gas operations of Florida Public Utilities Company is for “intangible assets.’’ 

RESPONSE: The valuation of the natural gas operation of Florida Public Utilities Company 
performed by Emst & Young did not result in any intangible assets. As required by the 
accounting standards, intangible assets are considered in the valuation of the natural gas 
operation of Florida Public Utilities Company. Intangible assets consist of any nonphysical, 
legal or contractual right or benefit that gives a business a preferred position or standing in the 
market place through increased volume, higher pricing or lower costs. Such intangible assets 
have value to the extent that a prudent purchase would reasonably expect to receive income or 
cash flow from them, regardless of previous tax and financial reporting requirements. In this 
case, however, the valuation determined that there is no intangible asset with value for the 
natural gas operation of Florida Public Utilities Company due to the regulated nature of the 
business. This conclusion was drawn because regulators typically do not allow recovery of 
intangible assets through rates, and there is no other market mechanism to receive income or 
cash flow outside of the regulatory environment. 

Please explain what portion of the acquisition adjustment that is being allocated to the electric 
operations of Florida Public Utilities Company is for “intangible assets.” 

RESPONSE: For the same reason as explained in #2 above for the natural gas operation, the 
valuation of the electric operation of Florida Public Utilities Company performed by Ernst & 
Young did not result in any intangible assets. 

Please explain what portion of the acquisition adjustment that is being allocated to the non 
regulated propane operations of Florida Public Utilities Company is for “intangible assets.’’ 

RESPONSE: The valuation of the propane operation of Florida Public Utilities Company 
performed by Emst & Young resulted in two types of intangible assets with value. The 
valuation resulted in $3,500,000 of calculated value related to the residential and commercial 
customer relationships based on the analysis of the propane customer base that existed at the 
time of the merger and future earnings and cash flows resulting from that customer base. The 
valuation also resulted in $5 18,592 of calculated value related the propane forward purchase 
contracts that existed at the time of the merger based on their favorable terms compared to the 
market prices. The total value assigned to intangible assets for the propane operation of 
Florida Public Utilities Company was $4,018,592. 
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FLORIDA PUBLIC UTILITIES COMPANY AND 
FLORIDA DIVISION OF CHESAPEAKE UTILITIES CORPORATION 

RESPONSES TO 
STAFF’S FIRST DATA REQUEST 

DOCKET NO. 110133-GU 

Please explain what portion of the transition and transaction costs are being allocated to the 
electric operations of Florida Public Utilities Company. 

RESPONSE: As shown on Exhibit MK-3, $567,700 of the $2,375,033 total transaction costs 
and $191,244 of the $957,159 total transition costs were allocated to the electric operation of 
Florida Public Utilities. The total transaction and transition costs allocated to the electric 
operation were $758,944. As described in Witness Kim’s testimony, pages 9 and 10, each 
type of transaction and transition costs was analyzed based on the nature and type for 
appropriate assignment and allocation. Any costs, which benefitted the overall transaction and 
integration across all businesses of Florida Public Utilities Company, were allocated to each 
business based on the fair value of the businesses determined by the result of the valuation 
performed by Emst & Young. 

Please explain what portion of the transition and transaction costs are being allocated to the 
non regulated propane operations of Florida Public Utilities Company. 

RESPONSE: As shown on Exhibit MK-3, $156,350 of the $2,375,033 total transaction costs 
and $209,740 of the $957,159 total transition costs were allocated to the non-regulated 
operations of Florida Public Utilities. The total transaction and transition costs allocated to the 
non-regulated operations were $366,090. As described in Witness Kim’s testimony, pages 9 
and 10, each type of transaction and transition costs was analyzed based on the nature and type 
for appropriate assignment and allocation. Any costs, which benefitted the overall transaction 
and integration across all businesses of Florida Public Utilities Company, were allocated to 
each business based on the fair value of the businesses determined by the result of the 
valuation performed by Emst & Young. 

What was the book value of the FPUC electric business at the time of the acquisition? 

RESPONSE: The book value of the FPUC electric business at the time of the acquisition, 
including adjustments made to the acquisition balance sheet of FPUC subsequent to the 
merger as required by the accounting standards, was $31,025,512. Please refer to the 
Summary of Reconciliation of Book Value and Fair Value (Attachment 2). 

What was the book value of the FPUC propane business at the time of the acquisition? 

RESPONSE: The book value of the FPUC propane business at the time of the acquisition, 
including adjustments made to the acquisition balance sheet of FPUC subsequent to the 
merger as required by the accounting standards, was $8,410,537. Please refer to the Summary 
of Reconciliation of Book Value and Fair Value (Attachment 2). 

What was the fair market value of the FPUC electric business using a bottom-up valuation 
calculation? 
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10. 

Value of 
Short-term Long-term Chesawake Stock 

Debt - Debt Issued (see note 
below) 

Natural Gas 
Electric 
Propane 
FPUC TOTAL. $4,249,000 $47,812,43 1 $75,698,624 

11. 

Total 
Value 

Exchanued (see 
note below) 

- 

$127,760,055 
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RESPONSE: The fair market value, or fair value of Total Invested Capital (TIC) as referred 
to in Emst & Young valuation report on page 23, of the FPUC electric business was 
$30,500,000. Emst & Young valuation report was included as Exhibit MF-I of the original 
filing. Additional information on the different valuation approaches utilized in the bottom-up 
valuation calculation and significant information used in each of those approaches is 
summarized in the Summary Valuation (Attachment 3). 

What was the fair market value of the FPUC propane business using a bottom-up valuation 
calculation? 

RESPONSE: The fair market value, or fair value of Total Invested Capital (TIC) as referred 
to in Emst & Young valuation report on page 23, of the FPUC propane business was 
$8,400,000. Emst & Young valuation report was included as Exhibit MF-1 of the original 
filing. Additional information on the different valuation approaches utilized in the bottom-up 
valuation calculation and significant information used in each of those approaches is 
summarized in the Summary Valuation (Attachment 3). 

Referring to Mr. Matthew Kim’s testimony, page 3, lines 16 through 19, “The total value of 
Chesapeake stock issued, cash paid and FPUC debt assumed in the acquisition was 
$127,760,055.” Please complete the following schedule for the acquisition: 

Note: The Company modsed the table from the way it was presented in the S tar s  Data Request. 
$75,698,624 represents the value of Chesapeake stock issued in the merger, not $127,760,055. 
$127,760,055 is the tofal value exchanged in the merger, which include both the value of 
Chesapeake stock issued and the value of FPUC debt assumed by Chesapeake. 

RESPONSE: Since the balance of short-term and long-term debt of Florida Public Utilities 
Company were not separately allocated or maintained by each business or operation, the 
above schedule is not as helpful and useful in understanding the value of each business and 
how those values related to the total purchase price of the acquisition of $127,760,055. The 
following schedule, which is also shown in the Summary Reconciliation of Book Value and 
Fair Value (Attachment 2), may be more useful: 
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Difference 
between the 

Total Purchase 
Price and Total 

Fair value 
(it., “excess 

paid’) 
$1 1 1,260 

38,258 
10,537 

0 
$160,055 

Natural Gas 
Electric 

FPUC Total 

Reallocation 
for “other,, 

(not 
specifically 

valued in the 
Valuation) 

$(535,026) 
0 
0 

535,026 
$0 

Fair Value per 
Valuation 

Amount Paid Book Value 
Natural Gas $88,276,234 $53,596,487 
Electric 
Prop an e 
FPUC TOTAL 

$88,700,000 
30,500,000 

8,400,000 
n 

Premium 
$34,679,147 

” 
$127,600,000 

Purchase Price 
(i.e., Total 

Value 
Exchanged in 
Acquisition) 

$88,276,234 
30,538,258 

8,4 10,537 
535,026 

$127,760,055 
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require certain balance sheet amounts to be adjusted based on a revaluation of assets and 
liabilities as of the acquisition date. The adjustments are primarily related to the following 
five areas: 

(1) Removal of pre-merger intangible and goodwill - Any remaining book value of goodwill 
and intangible assets, which were not included in rate base for regulated operations, was 
adjusted to zero value. The existence and value of intangible assets, if any, for each 
business of Florida Public Utilities Company was done in conjunction with the bottom-up 
valuation of each business of Florida Public Utilities Company. The acquisition premium 
(goodwill) of each business of Florida Public Utilities Company was recalculated based on 
the bottom-up valuation of each business of Florida Public Utilities Company. 

(2) Intangible - As explained in the response to Questions 2, 3, and 4, the valuation of each 
business of Florida Public Utilities Company included an assessment of existence and 
valuation of intangible assets, as required by the accounting standards. Intangible assets 
consist of any nonphysical, legal or contractual right or benefit that gives a business a 
preferred position or standing in the market place through increased volume, higher 
pricing or lower costs. Such intangible assets have value to the extent that a prudent 
purchase would reasonably expect to receive income or cash flow from them, regardless 
of previous tax and financial reporting requirements. In this case, however, the valuation 
determined that there is no intangible asset with value for the natural gas operation of 
Florida Public Utilities Company due to the regulated nature of the business. As noted 
above, this conclusion was reached largely because regulators typically do not allow 
recovery of intangible assets through rates. Moreover, there is no other market 
mechanism to receive income or cash flow outside of the regulatory environment. The 
valuation of the propane operation of Florida Public Utilities Company performed by 
Emst & Young resulted in two types of intangible assets with value. The valuation 
resulted in $3,500,000 of calculated value related to the residential and commercial 
customer relationships based on the analysis of the propane customer base that existed at 
the time of the merger and future earnings and cash flows resulting from that customer 
base. The valuation also resulted in $518,592 of calculated value related to the propane 
forward purchase contracts that existed at the time of the merger based on their favorable 
terms compared to the market prices. The total value assigned to intangible assets for the 
propane operation of Florida Public Utilities Company was $4,018,592. 

(3) Propane litigation contingent liability - Subsequent to the closing of the acquisition of 
Florida Public Utilities Company, but within one year of the closing, a class action 
litigation was filed involving a certain propane billing component. A reserve for this 
contingency for the settlement of this case was recorded in September 201 0 and a portion 
of the reserve related to pre-merger period was included as a liability that existed in the 
propane operation of Florida Public Utilities Company at the time of the acquisition as 
required by the accounting standards. 

(4) Fixed asset valuation adjustment - Propane fixed assets were re-valued based on the 
valuation of the propane distribution operation of Florida Public Utilities Company. 
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(5) Deferred tax adjustments - Any changes in deferred income tax as a result of the above 
adjustments are reflected in this adjustment. Also reflected is the adjustment related to the 
change in effective income tax rate of Florida Public Utilities Company, which adjusted 
the deferred income tax balance. 

14. Please explain the “underlying assumptions underpinning” the Projected Financial 
Information referred to on page 12 of Exhibit MF-1. 

RESPONSE: The main assumptions on the projected financial information were the annual 
rate of growth in gross margin and earnings before interest, taxes, depreciation and 
amortization (EBITDA) of each business of Florida Public Utilities Company, which is shown 
on page 13 of Exhibit MF-1. 

In Witness Geoffroy’s testimony, pages 44 through 46, Witness Geoffroy requests the 
benchmark analysis as a methodology to be applied in a future proceeding to address 
incremental cost increases. In a benchmark analysis, what customer growth and inflation 
percentages would be used to determine the appropriate dollars amount for 2012 O&M 
expenses? 

RESPONSE: The Company would use the actual customer growth and inflation percentages 
for 201 1 in determining the appropriate dollar amounts for the 2012 O&M Expenses. These 
percentages would be provided to Staff as soon as practicable after they have been calculated 
andor obtained. 

15. 

16. Please provide Witness Kim’s proposed amortization schedules Exhibit MK-4 in an excel 
format. 

RESPONSE: Disk provided. 

Please explain why the weighted average cost of capital for December 2009 Capital Structure 
Exhibit TAG-2 page 1 of 2 is higher than the average capital structure contained on Schedule 
4 of the December 2009 FPUC surveillance report. 

RESPONSE: The weighted average cost of capital for December 2009 Capital Structure 
shown on Exhibit TAG-2 page 1 of 2 reflected the Commission-approved Capital Structure 
for the Projected Test Year (13-months ended December 31, 2009) as shown in PSC Order 
No. PSC-09-0375-PAA-GU, dated May 27,2009. The Company used this Capital Structure 
to determine the savings related to the Cost of Capital because current rates were set utilizing 
this Capital Structure, not the actual December 2009 FPUC surveillance report. The 
December 2009 FPUC surveillance report was calculated using actual information. The 
weighted average cost of capital shown on Exhibit TAG-2 is higher because the projected test 
year Capital Structure component ratios and weighted costs approved by the Commission 

17. 
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were forecasted. The December 2009 FPUC surveillance report reflects the actual 2009 
results of the Company, as is typical. 

Please explain the elimination of both short-term debt and preferred stock in the 201 0 Capital 
Structure Exhibit TAG-2 page 2 of 2. 

18. 

RESPONSE: At the time the merger was consummated (October 28, 2009), all FPU 
preferred stock was redeemed and eliminated. At December 31,2010, the 13-month average 
for preferred stock was $0. Also, at the merger date, all FPU short-term debt was paid off .  
Shortly thereafter, the Company redeemed two issuances of FPU’s long-term debt. The 
Company temporarily utilized short-term debt to finance the early pay-off of these two long- 
term debt issuances but has secured permanent long-term debt financing, which actually 
occurred in June 201 1. As such, the Company believes that the conservative method to 
determine the Cost of Capital savings is to utilize the more expensive permanent financing of 
the two FPU issuances rather than the lower cost short-term debt. Hence, the Company has 
eliminated the short-term debt and preferred stock in the 2010 Capital Structure shown in 
Exhibit TAG-2 page 2 of 2. 

19. Please provide the full capital structure with all the amounts, cost rates and ratios for the two 
capital structures contained in Exhibit TAG-2 Florida Public Utilities Natural Gas 13-month 
average. 

RESPONSE: See Attachment 4. 

20. Please provide the impact, if any, on applying FPUC’s Commission-approved return on equity 
of 10.85 percent for the combined Earnings Surveillance Report versus using the 
Commission’s authorized return on equity for each separate entity for years 2009 through 
2011. 

RESPONSE: The impacts to the December 31, 2009 and 2010 Earnings Surveillance 
Reports (ESR) for FPUC, Florida Division of Chesapeake Utilities Corporation (Florida 
Division) and Indiantown Gas Company (Indiantown Division) are as follows: 

Company 
FPUC 2009 
Florida Division 2009 
Indiantown Division 2009 

FPUC 2010 
Florida Division 2010 
Indiantown Division 2010 

Filed ROR 
(midpoint) 
8.06% 
7.48% * 
9.46% 

7.88% 
1.24% 
9.06% 

Adjusted ROR 
(midpoint) 
8.06% 
7.19% 
9.12% 

7.88% 
7.21% 
8.68% 
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* Note: Florida Division authorized ROE at December 3 1,2009 was 1 1.50%. 

The 201 1 Projected Earnings Surveillance Report was only required to be filed for FPUC, 
which has the 10.85% authorized ROE; therefore, there is no impact to the requested 201 1 
information. In addition, only FPUC is required to file ESRs on a quarterly basis, SO the 
Florida Division and Indiantown Division have yet to file an actual 201 1 return. 

Refer to Exhibit MK-1. 
propane. 
Explain why or why not. 

RESPONSE: The Company is not requesting approval of an acquisition adjustment for 
electric at this time. In fact, the valuation concludes that the electric system was purchased at 
a small discount or negative acquisition adjustment ($487,254). As stated on page 6 of Mr. 
Kim’s testimony and shown on Attachment 2, the Company is not seeking the full amount of 
the natural gas acquisition premium ($34,679,747), but the utility purchase premium, which is 
the net of the electric and natural gas premium amounts or $34,192,493. 

Refer to the testimony of Thomas A. Geofioy, page 7, lines 14 through 16, where he states 
that “[alt this time, the Company is not seeking any Commission action related to the 
acquisition premium associated with the Indiantown Gas company transaction.” 

a.) 

21. The exhibit shows allocation of premium to gas, electric and 
Is Chesapeake asking for approval of an acquisition adjustment for electric? 

22. 

Does Chesapeake plan to request approval of an acquisition adjustment for Indiantown 
at a later date? 

b.) If not, why does Chesapeake believe it is appropriate to request approval of an 
acquisition adjustment for FPUC gas, but not for Indiantow? 

RESPONSE: 

a,) Yes, Chesapeake does plan to request approval of an acquisition adjustment for the 
Indiantown acquisition. Due to the timing of the Indimtown acquisition (July 3 1, 
201 0) and the complexity of the required “Come Back” filing, the Company 
determined that deferring its request for approval of the Indiantown acquisition 
adjustment to a subsequent filing would be prudent, because the circumstances of each 
transaction, as well as the resulting benefits, differ. 

b.) Not Applicable. 

Refer to the testimony of Thomas A. Geofioy, page 9, lines 2 through 5,  where he explains 
that prior unconsummated merger transaction costs were expensed by both companies in 
2008. Were those costs included in the expenses in any rate case before this Commission by 
either company? 

23. 
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RESPONSE: No, these expenses were removed from the rate cases of both FPU and 
Chesapeake. 

Refer to the testimony of Thomas A. Geoffroy, page 9, line 11, where he states that both 
FPUC and Chesapeake filed Form 8-Ks describing the key terms and conditions of the 
intended transaction between the two companies. Please provide the referenced Form 8-Ks. 

RESPONSE: See Attachment 1 .  

Refer to the testimony of Thomas A. Geoffrey, page 13, lines 18 through 20, where he states 
that “[sleveral substantial main construction projects are budgeted that will introduce natural 
gas to communities that currently have no access to gas.” 

a,) 

h.) 

c.) 

d.) 

RESPONSE: 

a.) 

24. 

25. 

Where are these communities located? 

What indication has Chesapeake had that gas is wanted in those communities? 

When will these projects take place? 

What are the anticipated costs? 

Some of these communities are located within the Company’s current service 
territories, such as the Villages of Golf, an existing, fully-developed community, in the 
West Palm Beach area. In addition, the Company has announced plans to establish 
natural gas in Nassau County, serving the communities of Femandina Beach, Yulee 
and Callahan. 

Chesapeake has performed market surveys to determine customer interest and, in the 
case of Villages of Golf, has executed agreements for natural gas service. In addition, 
in Nassau County, Chesapeake has received executed Letters of Intent kom over 200 
commercial accounts. 

These projects are budgeted in 201 1 through 2013. The Villages of Golf project is in- 
progress, with the distribution mains in place and many service laterals installed. For 
the Nassau County project, many pre-construction activities have already commenced, 
including permitting, negotiations with upstream pipeline(s) for interconnection and 
capacity, franchise discussions and preliminary engineering work. Since this project is 
introducing natural gas into the county for the first time, the budgeted dollars are only 
for the initial construction to known and existing customers. Future expansions, not 
currently reflected in the Company’s budget, will undoubtedly occur for new 

b.) 

c.) 
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residential developments and to provide service to hture commercial and industrial 
premises. 

The budgeted costs total over $4 million for the above-described projects. d.) 

Refer to the testimony of Thomas A. Geoffroy, page 14, lines 13 through 15, where he states 
that “Chesapeake has a long history of safe operations [and is a] multiple winner of the AGA 
Safety Award. . . .” 

a,) 

b.) 

c,) 

d.) 

RESPONSE: 
a,) 

26. 

Please describe the AGA Safety Award. 

When did Chesapeake receive this award? 

Is the award state-specific? If so, where was it received? 

Has Chesapeake received any awards or other recognition for safely in Florida? 

The AGA Safety Award recognizes companies that show exceptional employee safety 
performance throughout the year. The AGA utilizes a safety measurement metric, 
called “DART”, to determine which companies are recognized. “DAR’Y stands for 
Days Away, Restricted and Transferred and represents employee days away from 
work because of injury and any restricted or transferred incidents. For companies to 
be considered for the award, they must have zero employee fatalities, a DART- 
incident rate lower than the industry average and an OSHA recordable incident rate 
lower than the industry average. 

Chesapeake has earned this award for seven consecutive years, from 2003 through 
2009, and demonstrates Chesapeake’s commitment in all of its operations to providing 
safe and reliable service to all of its customers. 

b.) 

c,) The award is segment specific (i.e. local distribution utilities, combination utilities and 
transmission utilities), and was specifically earned by Chesapeake’s subsidiary 
transmission utility, Eastern Shore Natural Gas Company. 

The Company is unaware of any specific safety awards for Florida. d.) 

Refer to the testimony of Thomas A. Geofioy, page 14, lines 17 through 19, where he states 
that “[tlhe Company will be able to accelerate its efforts to replace bare steel and cast iron pipe 
that remain in the FPUC distribution system.” 

a,) 

27. 

Please describe the benefit to the customers that will result from the replacement of the 
bare steel and cast iron pipe. 
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b.) 

c.) 

RESPONSE: 

Over what time period will the replacement take place? 

Will the acceleration of the replacements cause an increase in future rates? 

The Company is well aware of the incidents that have occurred in the natural gas 
industry over the past year or so. There are indications that for some of these 
incidents, the age and material type of the pipelines may have been a factor in the 
cause of the ruptures. The Company has as its highest priority providing safe and 
reliable service to customers. The primary benefit of the replacement of bare steel and 
cast iron pipe is an enhancement to safety and reliability to customers. 

The Florida Division, which has about 150 miles of bare steel and no cast iron mains, 
has no Commission-approved replacement program. FPUC, which has about 200 
miles of bare steel and 4 miles of cast iron mains, has a Commission-approved bare 
steel and cast iron pipe replacement program. FPUC is replacing all remaining cast 
iron pipe from its system this year. The FPUC Commission-approved program 
established, beginning in 2005, a 50-year time period to replace all remaining bare 
steel and cast iron pipe. The Company believes that 50 years may be too long a 
period of time and is evaluating what shorter time frame may be appropriate. 

Many LDC’s around the country are evaluating ways to remove bare steel, cast iron 
and other aging infrastructure materials from their distribution systems, and the 
Company is as well. Several state commissions are approving various mechanisms 
that balance the desirability of removing such materials with the rate impacts and other 
needs of customers and companies. If the Company were to file with the Florida 
Commission a comprehensive program modification (with a shorter replacement 
period), covering both FPUC and the Florida Division, and the Commission were to 
approve such plan, then there would likely be a rate impact to customers. 

28. Refer to the testimony of Thomas A. Geoffroy, page 28, lines 15 through 16, where he states 
that customers “are paying less for the natural gas commodity than they did previously 
through Chesapeake’s PGA mechanism.” What is the average savings per customer? 

RESPONSE: Chesapeake provided annual report for the first two years after implementation 
of the first-of-its-kind unbundling program, which, among other things, calculated the savings 
to customers. As shown in both the first and second annual reports, Chesapeake calculated 
that its customers are saving approximately $1.3 million dollars annually due to the program 
implementation or about $93 annually per participating customer. 
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29. Refer to the testimony of Thomas A. GeofBoy, page 29, lines 6 through 8, where he states that 
“[tlhe Company fully intends to bring [Energy Conservation programs], and the associated 
benefits, to FPUC customers in the near future.” When will the FPUC customers receive 
these programs and benefits? 

RESPONSE: The programs in the referenced sentence from Mr. Geofioy’s testimony may 
not have been as clear as intended, but was referring to the variety of programs described 
herein, not the Energy Conservation programs. The programs that the Company intends to 
bring to FPUC customers are: 1) unbundled transportation service for all customers; 2) 
implementation of AMR technology; and 3) innovative rate designs. Chesapeake, FPUC and 
Indiantown all operate under different tariffs and these programs are in different stages of 
implementation, so it will require significant effort by the Company to implement consistent 
programs across all companies. The Company would need to open up a new docket or 
dockets for these programs in order to implement changes to existing tariff provisions and 
requirements. In order to implement one or more of these programs, the Company would 
incur significant costs; however, the Company also believes that there are substantial savings 
to customers. For example, Chesapeake’s unbundling program has resulted in substantial, 
recurring savings (see Response to Data Request 28) to customers attributable to the reduced 
need for interstate pipeline capacity and exemption from state and local taxes and fees. The 
Company estimates that FPUC customers can save well over $3 million annually if the 
unbundling program is implemented. The Company will need to evaluate the outcome of the 
instant case to determine the timing of implementation of any or all such programs. 

30. Refer to the testimony of Thomas A. Geofioy, page 29, lines 1 through 4, where he states that 
“Chesapeake has also implemented a rate design that produces a high percentage of margins 
from fixed charges, allowing Chesapeake to more aggressively promote Energy Conservation 
programs, resulting in high participation rates with Consumers.” 

Please describe the Energy Conservation Programs. 

Do all of the Chesapeake customers have access to the Energy Conservation 
programs? If not, please explain. 

Please explain what Chesapeake means by “high percentage of margins from fixed 
charges.” 

Is the rate design referenced by witness Geofioy in place for the FPUC customers? 

If the response to (d) is negative, does Chesapeake plan to seek such a rate design in 
the future? 

If your response to (d) is negative, will the FPUC customers have access to the Energy 
Conservation Programs and benefits without such a rate design in place? 
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RESPONSE: 

The Energy Conservation Programs referred to are those approved by the Commission 
and included in the annual filing in the current Docket No. 11 0004-GU. Specifically, 
Chesapeake has two programs that benefit from the current rate structures of the 
company: Residential Appliance Retention Program and Residential Appliance 
Replacement Program. A complete description of these programs can be found in 
Schedule CT-6 of the Company’s May 3,201 1 filing in the above-mentioned docket. 

All of Chesapeake’s Florida Division customers have access to these programs 

Chesapeake, in Docket No. 090125-GU, received approval of its current rate 
classifications and structure from the Commission (Order No. PSC-10-0029-PAA- 
GU). Chesapeake’s rate design is based on annual therm usage, not classification of 
customer. As shown on Page 79 of the Order, overall the Company is receiving 
approximately 62% of its base rate revenues (margins) from fixed charges. When you 
look at the rate classification where virtually all residential customers receive service 
(FTS-A through FTS-2), the Company received between 66% and 76% of its base rate 
revenues (margins) from fixed charges. 

No, FPUC does not have rate designs similar in nature to Chesapeake. FPUC’s 
current rate design is based on classification of customer and has only one rate class 
for Residential customers. FPUC does have a few rate classifications, based generally 
on annual therm consumption, for its non-residential customers. FPUC’s rate design 
generates approximately 53% of its base rate revenues (margins) from fixed charges 
(see Page 51 of Order No. PSC-09-0375-PAA-GU, adjusted for the final rates for 
residential customers found in Order No. PSC-09-0848-S-GU). 

Yes 

FPUC customers already have access to the same Energy Conservation programs 
described in response to sub-part a,) above, at the same rebate levels, as do 
Chesapeake customers. 

3 1. Refer to the testimony of Thomas A. Geofioy, page 3 1, lines 9 through 12, where he states 
that “[tlhe Company used the O&M costs approved in the previous rate proceedings for both 
FPUC and Chesapeake as the basis for comparison to determine the level of operating savings 
achieved as a result of the acquisition.” 

a.) By “O&M costs approved in the previous rate proceedings,” does Chesapeake mean 
that is has used actual O&M costs or the numbers approved in the respective rate 
cases? 
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b.) 

RESPONSE: 
a,) 

If the Company has not used actual O&M costs, please explain rationale. 

Since the current rates that consumers are paying were derived, in part, from the 
Commission-approved Projected Test Year O&M expenses in the most recent rate 
cases of FPUC and Chesapeake, the Company has used these costs as the basis for 
determining the level of operating savings achieved as a result of the acquisition. As 
stated on Page 45 of Mr. Geoffroy’s testimony, this method is consistent with how the 
benchmark O&M expenses in each rate case are viewed to determine reasonableness. 

The Company has the burden to demonstrate that it has achieved operating cost 
savings greater than the revenue requirements of the acquisition premium and 
Regulatory Assets. In Order No. PSC-10-0029-PAA-GU, the Commission, in 
approving new rates for Chesapeake based upon a Projected Test Year Cost of 
Service, states that “Chesapeake and FPUC shall submit data to us no later than April 
29, 2011 (18 months of the merger date of October 2009), that details all known 
benefits, synergies, and cost savings that have resulted from the merger.” The 
Commission also stated “The purpose of the test year is to represent the financial 
operations of a company during the period in which the new rates will be in effect. 
We find that the projected test period of the 12 months ending December 31,2010, as 
adjusted herein, is representative of the period in which the new rates will be in effect 
and is appropriate.” The projected test year costs were thoroughly analyzed by the 
Commission Staff, whereas, the actual 2010 O&M Expenses have not been reviewed 
or audited by the Commission Staff. The Company did not include any effects of the 
merger in its request for rate increase, but filed all data based on a “stand alone” 
company. Since the above language is contained within the context of the rate order, 
the Company believes that the Commission was establishing the Projected Test Year 
O&M Expenses (for both FPUC and Chesapeake) as the benchmark to be used to 
determine if “cost savings” have resulted from the merger. 

b.) 

32. If the Company is allowed to combine the accounting records and earnings surveillance 
reports as requested, would this allow overearnings of Chesapeake to be offset by the eamings 
of FPUC, or vice versa? Since Chesapeake will not be combining tariffs at this time, how will 
the FPSC be able to determine if the Company is overeaming? 

RESPONSE: In Order No. PSC-10-0029-PAA-GU, the Commission addressed the 
Company’s request for basing any overearnings calculation on the “combined company”, by 
stating “As the assets and operations of FPUC and Chesapeake have not been combined, 
overearnings based on a “combined company” would be inappropriate.” The Company 
believes that the basis for not allowing overearnings to be based on a “combined company” no 
longer exists. The assets and operations of FPUC and Chesapeake are combined; operations 
employees andor contractors construct, operate and maintain the assets of both entities 
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interchangeably. As is shown on the current Organization Chart, Exhibit TAG-8, many other 
departments are now consolidated and are providing services to all Florida customers: Sales 
& Marketing, Customer Care, Engineering & Measurement, Safety and Executive 
Management. In addition, the Company understanding that in the case of the merger between 
Peoples Gas System and West Florida Natural Gas, the earnings surveillance reports 
immediately reflected the accounting and financial performance of the combined company. 
Therefore, the Company has requested in this case for Commission authorization to combined 
the accounting records and earnings surveillance reports of the combined entities. 

33. Refer to Exhibit TAG-3. Please explain why some of the numbers shown in the Allocated 
$$$ columns are negative. 

RESPONSE: The negative numbers shown in the Allocated $$$ columns on Exhibit TAG-3 
represent the changes in certain employees’ time allocations from CHF’K to FPUC. There are 
six (6)  employees (Jeff Sylvester, Tom Geoffroy, Mark Woodall, Randy Taylor, Mike 
McCarty and Terrence Mike) that are Chesapeake employees. Prior to the merger, these 
employees performed functions and services only for Chesapeake; therefore, all time and 
related expenses were charged solely to the Chesapeake business unit. After the merger, the 
Company has organizationally restructured along functional departments (see Exhibit TAG-8) 
such that these same employees are now in new positions, performing different functions and 
services that benefit all Florida business units. The amounts in the CHPK Allocated $$$ 
column reflect the savings to CHPK resulting from the change in recorded time and related 
expenses. The negative amounts in the FPUC Allocated $$$ column represents the “cost” to 
FPUC resulting fiom the change in recorded time and related expenses. The two amounts 
(CHPK and FPUC) for each employee do not offset because these employees also charge their 
time and related expenses to other FPUC business units (electric, propane, etc.). 

Refer to Exhibit TAG-4. In the row “Corporate Allocations to Florida Division” is the amount 
of $432,279 a decrease in costs to Chesapeake? If your answer is affirmative, were the costs 
increased somewhere else to offset the $432,279? Please explain. 

RESPONSE: The $432,279 is a decrease in costs to the Florida Division and were not offset 
by increases in other business units. 

Refer to the testimony of Jeffrey S. Sylvester, page 7, lines 5 tbrougb 11, where he describes 
the installation of state-of-the-art telephone systems. 

34. 

35. 

a,) Have customer metrics such as call waiting times and call abandonments improved 
since the Company installed its state-of-the-art telephone systems? Please explain. 

If your responses are negative, please explain why the Company believes no 
improvement has been shown. 

b.) 
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RESPONSE: 
a,) Yes. The Company updated the telephone systems in each of its four (4) inbound 

contact centers in September 2010. Prior to this upgrade, each center only serviced 
their regional customers. Now, the Company is able to utilize any of its customer 
service representatives to respond to service requests from customers located 
anywhere in the state. The upgrade has enhanced the Company’s ability to service its 
customers more timely and provide a more consistent customer experience, regardless 
of the customers’ location in the state. Since the Company implemented its customer 
metric tracking for the contact centers, average call waiting times have improved from 
2 minutes 42 seconds in September 2010 to 1 minute 11 seconds in May 201 1 - a 
56% improvement. In addition, abandoned call rates have fallen from 26% in 
September 2010 to 12% in May 2010 - a  54% improvement. 

Not applicable as improvements have been demonstrated. b.) 

Refer to the testimony of Jeffrey S. Sylvester, page 8, lines 17 through 20, where he describes 
an agreement with Fiserv, Inc. to accept customer payments at various locations. 

36. 

Has this agreement been implemented? 

If your response is negative, when will it be implemented? 

Will both Chesapeake and FPUC customers have payment locations in their service 
areas? 

If your response to (c) is negative, please explain? 

Do all customer bills contain information explaining where payments can be made in 
person? Please provide a sample. 

Does the Fiserv, Inc. contract include accepting payments for the non-regulated 
propane business unit? 

RESPONSE: 
a,) Yes, the service was implemented on May 18,201 1. 

b.) Not applicable 

c.) Yes, the agreement provides for customer payment locations in both Chesapeake’s 
and FPUC’s service territory. 

d.) Not applicable. 
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e.) The Company has not implemented any changes to our hill that describes the Fiserv 
agent locations. However, the Company has informed customers of the new payment 
locations in myriad ways, including bill messages, information on the web site, office 
signage and an informational hand-out for customers at each Company walk-in 
location. The Company currently provides walk-in payment service at four (4) FPUC 
service centers. The addresses of each local office are provided on the back of the 
customer bill. The Company is in the process of making changes to the bill 
presentation and will include information about the Fiserv walk-in payment options. 

Yes. The agreement covers all Florida customers -Natural Gas, Electric and Propane. f.) 

37. Refer to the testimony of Jeffrey S. Sylvester, page 9, lines 8 through 14, where he describes 
the Dealer Network program and states that its use has “resulted in timelier customer 
connections at a lower cost to the company.” 

a.) Are these cost savings included in the savings shown in the Company’s request for 
approval of the acquisition adjustment? If so, where? 

Have these cost savings been passed on to the consumer? b.) 

RESPONSE: 
a.) As described in Mr. Sylvester’s testimony, the lower cost to the Company generally 

refers to the lower cost of installing services and meters, which are capitalized costs 
rather than O&M costs, thus these savings are not shown in the Company’s request for 
approval of the acquisition adjustment. 

Customers are receiving the benefits of this improved quality of service at lower 
installation costs. 

b.) 

38. Refer to the testimony of Matthew Kim, page 4, beginning on line 22 and continuing on page 
5, where he describes the valuations prepared by Emst & Young. 

a,) What date was the engagement letter signed between Chesapeake and Emst and 
Young? 

b.) Was a different valuation used to determine the purchase price than was filed in 
Exhibit MF-I? 

If your response to (b) is affirmative, why was a different valuation used? 

If your response to (b) is firmative, please include a copy of the initial valuation 
report. 

c,) 

d.) 
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e.) What was the dollar amount of the valuation prepared by Emst & Young for the 
purchase of FPUC? 

RESPONSE: 
The date of the engagement letter between Chesapeake and Emst & Young was 
September 10, 2009. The merger between Chesapeake and Florida Public Utilities 
Company was approved by each company’s Board of Directors on April 17, 2009, 
including all the terms and exchange ratio (0.405 share of Chesapeake’s common 
stock for each outstanding share of Florida Public Utilities Company common stock). 

No. Emst & Young performed one valuation, covering each business of Florida 
Public Utilities Company, for the sole purpose of accounting for the acquisition in 
accordance with US GAAP. 

N/A - the response to (b) is no. 

N/A -the response to (b) is no. 

The fair market value, or fair value of Total Invested Capital (TIC) as referred to in 
Emst & Young valuation report on page 23, of the FPUC natural gas, electric and 
propane businesses was $88,700,000, $30,500,000 and $8,400,000 (rounded to 
hundreds of thousands of dollars), respectively. The Emst & Young valuation report 
was included as Exhibit MF-1 of the original filing. Additional information on 
different valuation approaches utilized in the bottom-up valuation calculation and 
significant information used in each of those approaches is summarized in the 
Summary Valuation (Attachment 3). 

39. Refer to the testimony of Matthew Kim, page 6, lines 9 through 14, where he describes the 
weighting of the three valuation methods used by Emst & Young. 

a,) Please explain the assessment of accuracy and application of each method to the 
business based on size, risk and relevance. 

b.) How was accuracy determined? 

RESPONSE: 
a,) In determining the fair value, the result of each valuation method was given a specific 

weight (80% to income approach and 20% to market approach in total). One of the 
factors considered was accuracy. For example, if the valuation used solely the 
Guideline Company Method (GCM), the total enterprise value of Florida Public 
Utilities Company would have been $167,759,000, which far exceeded the total 
purchase price of $127,760,055. This large difference was attributed largely to the 
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different size and complexity of comparable companies used for this method, 
compared to those of Florida Public Utilities Company. Since only a limited mount 
of public information was available, most of the comparable companies used for the 
market approach were much larger in size and more complex in their businesses than 
Florida Public Utilities Company. By comparison, if the valuation used solely the 
Discounted Cash Flow Method (DCF), the total enterprise value of Florida Public 
Utilities Company would have been $1 18,065,000, a much closer mount to the total 
purchase price of $127,760,055. However, it was determined that relying solely on 
the DCF method was not appropriate since the DCF method relies heavily on internal 
projected financial information, which may not always reflect the “market participant” 
view as required by US GAAP. Therefore, greater weight (80%) was given to the 
DCF method of the Income Approach and less weight (20% total) to the GCM and 
Similar Transaction Method (STM) of the Market Approach. 

b.) Please refer to the answer to the Question 39(a) above. 

Refer to Exhibit MK-I. Line B shows $1 11,260, labeled “excess paid.” 

a,) 

40. 

Is it correct that the Company has included an allocated portion of the excess paid over 
the fair value in the purchase premium of $34,679,747? 

If the response to (a) is affirmative, has the “excess paid” been eliminated from the 
$34,192,493 acquisition adjustment that the Company is requesting? 

b.) 

RESPONSE: 
a,) Yes, it is correct. There was a difference of $160,055 between the sum of the fair 

value of each business of Florida Public Utilities Corporation based on the bottom-up 
valuation calculation performed by Emst & Young ($127,600,000) and the total 
purchase price (total value of Chesapeake stock issued, cash paid and FPUC debt 
assumed in the acquisition of $127,760,055), which represents less than 0.2% of the 
purchase price. It is important to note that the valuation performed by Emst & Young 
rounded its results to the hundreds of thousands of dollars for each business unit. This 
difference was allocated to the natural gas, electric and propane operations based on 
their respective proportion of the total fair values. 

No, we have not eliminated it from the acquisition adjustment b.) 
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Item 1.01. Entry into a Material Definitive Agreement. 

On April 17, 2009, Chesapeake Utilities Corporation, a Delaware corporation (“Chesapeake”), and its wholly owned subsidiary, CPK Pelican, 
Inc., a Florida corporation (“Merger Sub”), entered into an Agreement and Plan of Merger (the “Merger Agreement”) with Florida Public 
Utilities Company, a Florida corporation (“Florida Public Utilities”), pursuant to which Merger Sub will, subject to the terms and conditions of 
the Merger Agreement, merge with and into Florida Public Utilities (the “Merger”), with Florida Public Utilities continuing as the surviving 
corporation and operating as a wholly owned subsidiary of Chesapeake under the name “Florida Public Utilities Company.” Chesapeake’s and 
Florida Public Utilities’ Boards of Directors have unanimously approved the Merger Agreement; however, the Merger is subject to approval by 
Chesapeake’s and Florida Public Utilities’ stockholders, approval by certain regulatory authorities and other customary closing conditions. The 
parties intend the Merger to qualify as a tax-free reorganization under Section 368(a) of the Internal Revenue Code of 1986, as amended and 
the rules and regulations promulgated thereunder. The following description of the Merger Agreement and the Merger i s  qualified in its entirety 
by reference to the Merger Agreement, which is tiled as Exhibit 2.1 to this Current Report on Form 8-K. 

Share Exchange 

Subject to the terms and conditions of the Merger Agreement, upon the closing of the Merger, Chesapeake will issue shares of its common 
stock in exchange for all of the outstanding shares of common stock of Florida Public Utilities based upon an exchange ratio of 0.405. 
Accordingly, Florida Public Utilities’ common stockholders will receive approximately 2.48 million shares of Chesapeake’s common stock in 
the exchange. Based on the average of Chesapeake’s closing stock price for the fifteen trading days prior to April 15,2009, the transaction has 
a value of $12.20 per share of Florida Public Utilities’ common stock. Prior to the effective time of the Merger, Florida Public Utilities will 
redeem all of its outstanding shares of preferred stock at the redemption prices set forth in the terns of the preferred stock which is outstanding, 
together with all dividends accmed and unpaid to the date of such redemption. 

Representations and Warranties 

The Merger Agreement contains customary representations and warranties by each party to the Merger Agreement. The representations and 
warranties of each party set forth in the Merger Agreement have been made solely for the benefit of the other party to the Merger Agreement 
and should not he relied upon by any other person or entity for any purpose whatsoever. In addition, such representations and warranties: 
(a) have been qualified by information contained in confidential disclosure schedules made to the other party in connection with the Merger 
Agreement, and such disclosure schedules contain information that modified, qualifies and creates exceptions to the representations and 
warranties set forth in the Merger Agreement, (b) will not suwive consummation of the Merger and cannot be the hasis for any claims under 
the Merger Agreement by the other patty after termination of the Merger Agreement except as a result of a knowing breach as of the date of the 
Merger Agreement, (c) are subject to certain materiality qualifications which may differ from what may be viewed as material by investors, 
(d) were made only as of the date of the Merger Agreement or such other date as is specified in the Merger Agreement, and (e) may have been 
included in the Merger Agreement for the purpose of allocating risk between Chesapeake and Florida Public Ut 
matters as facts. Accordingly, investors, shareholders and other persons should not rely on such representations or warranties as 
characterizations of the actual state of facts or circumstances. Moreover, information concerning the subject matter of such representations and 
warranties may change after the date of the Merger Agreement, which subsequent information may or may not he fully reflected in 
Chesapeake’s public disclosures. 

es rather than establishing 
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Covenants 

The Merger Agreement also contains customary covenants . each party to the Merger Agreement. Such covenants include, among others, 
(a) covenants for the parties to operate their respective businesses in the ordinary course, (b) covenants limiting or restricting the applicable 
party from engaging in the following: (i) certain acquisitions of assets or equity interests of third parties, including acquisitions by merger or 
consolidations with third parties; (ii) certain sales, leases, licenses, encumbrances or other dispositions of certain assets; (iii) making certain 
loans, advances or capital contributions to third parties; (iv) creating, incnmng, assuming or suffering to exist certain indebtedness, debt 
securities, guarantees, loans or advances not in existence on the date of the Merger Agreement, subject to certain exceptions with respect to 
Chesapeake and its subsidiaries; and (c) covenants prohibiting the declaration or payment of dividends or distributions on ot the making of 
other distributions in respect of any of the parties’ capital stock, except the declaration and payment of regular quarterly cash dividends in 
amounts consistent with past practice (subject to normal increases consistent with past practice) with usual record and payment dates for such 
dividends in accordance with past dividend practice. Chesapeake and Florida Public Utilities have agreed that, notwithstanding section 
(c) above, they will coordinate with the other with respect to the payment of dividends on their respective common stock, including the 
determination of the record dates and payment dates related thereto, so that the holders of Chesapeake common stock or Florida Public Utilities 
common stock would not receive two dividends, or fail to receive one dividend, for any single calendar quarter with respect to their shares of 
common stock or any shares of Chesapeake common stock that any such holder receives in exchange for Florida Public Utilities common stock 
in the Merger. 

S-4 Registration Statement/Joint P r o q  Statement and ProsDectudStockholder Meetines 

Chesapeake and Florida Public Utilities have each agreed to prepare and file with the Securities and Exchange Commission (the “SEC”) a 
mutually acceptable Joint Proxy StatementProspectus and Chesapeake has agreed to prepare and file with the SEC a registration statement on 
Form S-4 to register the shares that it will issue to Florida Public Utilities’ stockholders in connection with the Merger. Each party also agreed 
to cause a stockholder meeting to be held as promptly as practicable after the SEC has declared the Form S-4 effective to consider approval of 
the Merger and the other transactions contemplated by the Merger Agreement. 

The Merger Agreement provides that the Florida Public Utilities’ Board of Directors shall recommend adoption of the Merger Agreement by 
Florida Public Utilities’ stockholders and that neither the Board of Directors nor any committee thereof shall (a) (i) withdraw, qualify or 
modify in any manner adverse to Chesapeake, or publicly propose to withdraw, qualify or modify in any manner adverse to Chesapeake, the 
approval, recommendation or declaration of advisability by such Board of Directors or any such committee thereof of the Merger Apeement, 
the Merger or the other transactions contemplated by the Merger Agreement or (ii) recommend, adopt or approve, or publicly propose to 
recommend, adopt or approve, any alternative business combination transaction proposal (any such action described in this Section (a) being a 
“Recommendation Change”) or (b) approve or recommend, or publicly propose to approve or recommend, or, except in conjunction with 
exercising its right to terminate the Merger Agreement pursuant to the provisions thereof, allow Florida Public Utilities or any of its 
subsidiaries to execute or enter into, any letter of intent, memorandum of understanding, agreement in principle, merger agreement, acquisition 
agreement, purchase agreement, option agreement, joint venture agreement, partnership agreement or other 
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similar agreement constituting or related to any alternative business combination transaction proposal, except that at any time prior to obtaining 
the approval by the Florida Public Utilities’ stockholders, the Florida Public Utilities’ Board of Directors may make a Recommendation 
Change if the Board of Directors determines in good faith (after consultation with outside counsel) that the failure to do so would be reasonably 
likely to be inconsistent with its fiduciary duties to the Florida Public Utilities’ stockholders under applicable law and the Board of Directors 
follows the procedures in doing so as set forth in the Merger Agreement. Even if a Recommendation Change is made, the Merger Agreement 
shall be submitted to the Florida Public Utilities’ stockholders at the stockholders’ meeting for the purpose of obtaining the stockholder 
approval unless the Merger Agreement has been terminated pursuant to terms of the Merger Agreement. 

Conditions to Closing 

Consummation of the Merger is subject to customary conditions, including, among others, (a) the approval of the stockholders of each of 
Chesapeake and Florida Public Utilities, (b) the absence of any material adverse effect, (c) the expiration or termination of the applicable Hart- 
Scott-Rodino Act waiting period, (d) the absence of any order or injunction prohibiting the consummation of the Merger, (e) the effectiveness 
of the registration statement of Chesapeake filed on Form S-4, (9 the approval of the listing of the shares of Chesapeake common stock to be 
issued in the Merger on the New York Stock Exchange, (g) the accuracy of the parties’ respective representations and warranties as set forth in 
the Merger Agreement, except where the failure of a party’s representations and warranties to be true and correct has not had and is not 
reasonably likely to have a material adverse effect, (h) the receipt of a legal opinion stating, among other things, that the Merger will constitute 
a reorganization under Section 368(a) of the Internal Revenue Code of 1986, as amended, and (i) the receipt of all approvals or reviews 
required by federal and state regulatory authorities, including the necessaly state public service and utility commissions 

Non-Solicitation 

Florida Public Utilities has also agreed, among other covenants related to potential alternative business combination transactions, not to solicit 
or initiate any inquiry or any proposal or offer relating to any alternative business combination transactions, and not to enter into discussions 
concerning, or provide confidential information in connection with, alternative business combination transactions, except as expressly 
permitted under, and in accordance with the terms of, the Merger Agreement. Florida Public Utilities and its Board of Directors is permitted to 
engage in discussions or negotiations with, and provide information to, any person in response to an unsolicited hona fide written alternative 
business combination transaction proposal if, among other conditions, (a) the Florida Public Utilities stockholders’ meeting has not occurred, 
(b) the Board of Directors has determines in good faith (i) after consultation with its independent financial advisor, that such transaction 
proposal is a superior proposal to, or there is a reasonable likelihood that such transaction proposal could result in a superior proposal to that of 
Chesapeake, and (ii) after consultation with its outside legal counsel, that failure to take such action would be reasonably likely to be 
inconsistent with its fiduciary duties under applicable law, and (c) prior to providing any information or data to any person or entering into 
discussions or negotiations with any person, Florida Public Utilities notifies Chesapeake promptly of such inquiries, proposals or offers 
received by, or any such discussions or negotiations sought to be initiated or continued with, any of the directors, officers, employees, agents or 
representatives of Florida Public Utilities or any of its subsidiaries indicating, in connection with such notice, the material terms and conditions 
of any 
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inquiries, proposals or offers, provided that such notice shall not be required to contain any information the provision of which the Board of 
Directors determines in good faith, after consultation with its outside legal counsel, would be reasonably likely to be inconsistent with its 
fiduciary duties under applicable law. Under the Merger Agreement, in order for an alternative business combination transaction proposal to be 
a superior proposal it must be an unsolicited bona fide written offer made by a third party in respect of a transaction (or series of related 
transactions) that if consummated would result in such third party acquiring, directly or indirectly, more than 50% of the voting power of the 
Florida Public Utilities common stock or more than 50% of the assets of Florida Public Utilities and its subsidiaries, taken as a whole, which 
transaction the Florida Public Utilities Board of Directors determines in its good faith judgment (after consultation with a financial advisor of 
nationally recognized reputation) (i) to he more favorable from a financial point of view to its stockholders than the Merger (taking into 
account the person making the offer, the terms and conditions of such offer and the Merger Agreement (including any changes to the financial 
terms of the Merger Agreement proposed by Chesapeake in response to such offer or otherwise), as well as any other factors deemed relevant 
by the Florida Public Utilities’ Board of Directors) and (ii) reasonably capable of being financed and completed, taking into account all 
financial, legal, regulatory, timing and other aspects of such proposal deemed relevant hy the Florida Public Utilities’ Board of Directors. 

Termination Richts 

The Merger Agreement contains certain termination rights for both Chesapeake and Florida Public Utilities, including the right of either party 
to terminate the Merger Agreement if (a) the Merger has not been consummated by January 31,2010; (b) ifstockholders’ meetings are held but 
approval of the Merger by Chesapeake’s or Florida Public Utilities’ stockholders is not obtained, or (c) a governmental entity shall have issued 
an order or taken other action that prohibits the actions contemplated by the Merger Agreement. 

Chesapeake may, subject to certain conditions, terminate the Merger Agreement in the event that (i) Florida Public Utilities breaches any 
representation or warranty or fails to perform any covenant or agreement set forth in the Merger Agreement or any of its representations or 
warranties have become untrue, and such breach is not cured within any applicable cure period, (ii) there is a material adverse change with 
respect to Florida Public Utilities, or (iii) there is a Recommendation Change. 

Florida Public Utilities may, subject to certain conditions, terminate the Merger Agreement in the event that (i) Chesapeake or Merger Sub 
breaches any representation or warranty or fails to perform any covenant or agreement set forth in the Merger Agreement or any of their 
representations or warranties have become untrue, and such breach is not cured within any applicable cure period, (ii) there is a material 
adverse change with respect to Chesapeake, or (iii) Florida Public Utilities’ Board of Directors authorizes Florida Public Utilities, following a 
determination by the Board of Directors in good faith (after consultation with outside counsel) that the failure to do so would be reasonably 
likely to be inconsistent with its fiduciary duties to Florida Public Utilities’ stockholders under applicable law, to enter into a binding written 
agreement concerning a transaction that constitutes a superior proposal (a “Superior Proposal Acceptance”), if (A) Florida Public Utilities 
notifies Chesapeake in writing that it intends to enter into such an agreement, and (B) Chesapeake does not make, within three business days of 
receipt of Florida Public Utilities’ written notification of its intention to enter into a binding agreement for such superior proposal, an offer that 
the Florida Public Utilities’ Board of Directors determines, in good faith after consultation with a financial 
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advisor of nationally recognized reputation, is at least as favorable to the Florida Public Utilities’ stockholders as such superior proposal 

If the Merger Agreement is terminated because of a Recommendation Change or a Superior Proposal Acceptance, or under certain other 
circumstances described in the Merger Agreement, Florida Public Utilities shall pay to Chesapeake a termination fee equal to $3.4 million on 
the first business day following the date of termination of the Merger Agreement. 

Manaeement and Board Oversieht 

Upon completion of the Merger, it is anticipated that John R. Schimkaitis, President and Chief Executive Officer for Chesapeake, will become 
Chairman and Chief Executive Officer of the surviving corporation to be operated as “Florida Public Utilities Company.” Other officers of the 
surviving corporation will include Charles L. Stein and George M. Bachman, as well as Chesapeake’s current corporate officers. MI. Stein and 
MI. Bachman are currently the Chief Operating Officer and Chief Financial Officer, respectively, of Florida Public Ut es, and will continue 
in such roles in the surviving corporation following the Merger. Two members of Florida Public Utilities’ current Board of Directors will be 
appointed to Chesapeake’s Board of Directors. Ralph J. Adkins, Chairman of the Chesapeake’s Board of Directors will continue to serve as 
Chesapeake’s Chairman following the Merger. The surviving corporation’s Board of Directors will include the same slate of directors as 
Chesapeake’s Board as modified as described above. 

Florida Public Utilities Chanee of Control and Employment Arrancements and Agreements 

At the effective time of the Merger, John T. English will retire as Chairman of the Board, President and Chief Executive Officer of Florida 
Public Utilities. As a result of the Merger and his associated retirement, Mr. English will receive a single lump sum cash change in control 
payment in the amount of $780,000 as of the effective time of the Merger. To assist in the integration of the two companies, Chesapeake’s 
Board of Directors will retain MI. English as a consultant upon the closing of the Merger for up to twenty-four months thereafter. Mr. English’s 
Consulting Agreement provides for up to 400 hours of consulting services per year at mutually agreeable times as requested by Chesapeake’s 
Board. During the term of the Consulting Agreement, Mr. English shall he paid a consulting fee of $8,500 per month for each month, or portion 
thereof, that he provides consulting services. 

AAer the Merger, MI. Stein and Mr. Bachman will he retained by the surviving corporation in their roles as Chief Operating Oficer and Chief 
Financial Officer, respectively. Mr. Stein and MI. Bachman have entered into amended and restated employment agreements which will 
become effective upon consummation of the Merger (hereinafter referred to as the “Stein Employment Agreement” and the “Bachman 
Employment Agreement,” respectively). Pursuant to the amended and restated agreements, MI. Stein and Mr. Bachman will he paid stay 
bonuses of $575,000 and $520,000, respectively, in conjunction with their continuing roles as of the effective time of the Merger. The Stein 
Employment Agreement and the Bachman Employment Agreement include standard Chesapeake change in control provisions and covenants 
regarding confidentiality and non-solicitation and retain the compensatory arrangements that exist in their current employment agreements with 
Florida Public Utilities, including base salary and bonus program provisions. Both the Stein Employment Agreement and the Bachman 
Employment Agreement provide for a three-year term of employment commencing upon consummation of the Merger. 
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Under the amended and restated employment agreements, if Mr. Stein or Mr. Bachman terminate employment with “good reason’’ during the 
employment term, then he will receive a lump sum payment equal to the sum of the base salary and incentive bonus that would be payable over 
the balance of the employment term, if any. The amount of the annual incentive bonus award for this purpose will be based on the highest 
award actually received during the employment term if the amount is otherwise undetermined for any portion of the employment term. He will 
also be provided with the same employment benefits for the balance ofthe employment term, to the extent permitted by applicable law. In 
addition, if there is a change in control of Chesapeake during the employment term, it will be automatically extended for an additional three- 
year term (“extended term”). If the employment agreement is terminated by Chesapeake during any such extended term without “good cause”, 
Mr. Stein or Mr. Bachman will be entitled to a lump sum severance payment equal to three times the sum of his annual base salary plus average 
short and long term bonuses received over the prior three years, and the present value of additional benefits that would have been paid under 
the applicable retirement plans if he had continued employment through the extended term. The total amount payable under this provision is 
subject to reduction, however, if necessary to avoid triggering an “excess parachute payment” excise tax under the Internal Revenue Code. 

Additional Information and Where IO Find It 

In connection with the proposed Merger, Chesapeake’s registration statement on Form S-4, which will include a Joint Proxy Statement of 
Chesapeake and Florida Public Utilities and a prospectus, as well as other materials, will be filed with the SEC. WE URGE INVESTORS TO 
READ THE REGISTRATION STATEMENT AND JOINT PROXY STATEMENTPROSPECTUS AND THESE OTHER MATERIALS 
CAREFULLY WHEN THEY BECOME AVAILABLE BECAUSE THEY WILL CONTAM IMPORTANT WORMATION ABOUT 
CHESAPEAKE, FLORIDA PUBLIC UTILITIES AND THE PROPOSED MERGER. Investors will be able to obtain free copies ofthe 
registration statement and proxy staterneutlprospectus (when available) as well as other filed documents containing information about 
Chesapeake and Florida Public Utilities at http://ww.sec.gov, the SEC’s Web site. Free copies ofchesapeake’s SEC filings are also available 
on Chesapeake’s Web site at investor.shareholder.com/CPK/sec.cfm and free copies of Florida Public Utilities’ SEC filings are also available 
on Florida Public Utilities’ Web site at www.fpuc.com/ahout us/invest.ase. 

Analvst and Media Webcast Information 

Chesapeake and Florida Public Utilities will host a conference call and webcast for members of the investment community at 1:30 p.m. EDT 
To participate in the call, analysts are asked to dial 1-866-821-5457. 
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Participants in the Solicitation 

Chesapeake and Florida Public Utilities and their respective directors, executive officers, other members of management and employees may 
be deemed, under SEC rules, to be participants in the solicitation of proxies with respect to the proposed Merger. Information ahout the 
directors and executive officers of Florida Public Utilities is set forth in the proxy statement for Florida Public Utilities' 2009 Annual Meeting 
of Stockholders, as filed with the SEC on a Schedule 14A on April 6,2009 and Form 10-K filed with the SEC on March 20,2009. Information 
about the directors and executive officers of Chesapeake is set forth in the proxy statement for Chesapeake's 2009 Annual Meeting of 
Stockholders, as filed with the SEC on a Schedule 14A on March 27,2009 and Form 10-K filed with the SEC on March 9,2009. Additional 
information regarding the interests of those participants and other persons who may be deemed participants in the Merger may be obtained by 
reading the registration statement, Joint Proxy StatementProspectus and other materials to be tiled with the SEC regarding the proposed 
Merger when it becomes available. You may obtain free copies of these documents as described previously. 

Item 8.01. Other Events. 

On April 20, 2009, Chesapeake and Florida Public Utilities issued a joint press release announcing the execution of the Merger Agreement. A 
copy of such press release is attached hereto as Exhibit 99. I 

Item 9.01. Financial Statements and Exhibits. 

(d) Exhibits. 

Exhibit 2. I - Agreement and Plan of Merger among Chesapeake Utilities Corporation, CPK Pelican, Inc., and Florida Public Utilities 
Company, dated April 17,2009.' 

Exhibit 99.1  joint Press Release of Chesapeake Utilities Corporation and Florida Public Utilities Company, dated April 20, 2009. 

* Contents of the parties' disclosure schedules to the Merger Agreement have been omitted pursuant to Item 601(b)(2) of Regulation S-K. 
Chesapeake will furnish supplementally a copy of the disclosure schedules to the SEC upon request. 

8 



l‘ablc of  Contcnts 

SIGNATURE 

Pursuant to the requirements of the Securities Exchange Act of 1934, the Registrant has duly caused this Report to be signed on its behalf by 
the undersigned hereunto duly authorized. 

CHESAPEAKE UTILITIES CORPORATION 

By: is/ Beth W. Cooper 
Beth W. Coooer 
Senior Vice Gresident and Chief Financial Officer 

Date: April 20, 2009 
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Exhibit 2.1 

Execution Version 
AGREEMENT AND PLAN OF MERGER 

among 
CHESAPEAKE UTILITIES CORPORATION, 

CPK PELICAN, INC. 
and 

FLORIDA PUBLIC UTILITIES COMPANY 

April 17,2009 
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AGREEMENT AND PLAN OF MERGER 

This AGREEMENT AND PLAN OF MERGER, dated as of April 17,2009 (this “Agreement” ), is among 
Chesapeake Utilities Corporation, a Delaware corporation ( “Parent” ), CPK Pelican, Inc., a Florida corporation and 
a wholly owned subsidiary of Parent ( “Merger Sub” ), and Florida Public Utilities Company, a Florida corporation 
(the “Company” and collectively with Parent and Merger Sub, the “parties”). 

RECITALS 

WHEREAS, the respective Boards of Directors of Parent and the Company have determined that a business 
combination between Parent and the Company is fair to and in the best interests of their respective stockholders and 
presents a unique opportunity for their respective companies to achieve long-term strategic and financial benefits, 
and accordingly have agreed to effect a business combination upon the terms and subject to the conditions set forth in 
this Agreement, have approved this Agreement and have declared this Agreement and the Merger advisable; 

WHEREAS, in furtherance of the foregoing, the Board of Directors of each of Parent, the Company and Merger 
Sub has approved this Agreement and the Merger, upon the terms and subject to the conditions of this Agreement, 
pursuant to which each share of common stock, par value $ 1  S O  per share, of the Company (the “Company 
Common Stock”) issued and outstanding immediately prior to the Effective Time will be converted into the right to 
receive shares of common stock, par value $0.4867 per share, of Parent (the “Parent Common Stock” ) as set forth 
in Section 1 .9 ,  other than the Company Common Stock owned or held directly or indirectly by Parent, Merger Sub 
or the Company (or any of their respective direct or indirect wholly owned Subsidiaries); and 

WHEREAS, for federal income tax purposes, it is intended by the parties that (i) the Merger qualify as a 
reorganization within the meaning of Section 368(a) of the Internal Revenue Code of 1986, as amended (the 
“Code” ), and the rules and regulations promulgated thereunder (the “Treasury Regulations” ), and (ii) this 
Agreement constitute a plan of reorganization within the meaning of Section 368 of the Code and such Treasury 
Regulations. 

NOW, THEREFORE, in consideration of the foregoing and the respective representations, warranties, covenants 
and agreements set forth in this Agreement, and intending to be legally bound hereby, the parties agree as follows: 

ARTICLE 1 

THE MERGER CERTAIN RELATED MATTERS 

SECTION I .  1 The Merger. Upon the terms and subject to the conditions set forth in this Agreement, at the 
Effective Time, Merger Sub shall be merged with and into the Company (the “Merger”) in accordance with the 
Florida Business Corporation Act (the “FBCA” ) and this Agreement, and the separate corporate existence of 
Merger Sub shall thereupon cease. The Company shall be the surviving corporation in the Merger (sometimes 
referred to herein as the “Surviving Corporation” ). 

the Merger (the “Closing”) shall take place on the first business day following the satisfaction or waiver (subject to 
Applicable Laws) of the conditions (other than those conditions that by their nature are to be fulfilled at the Closing, 
but subject to the fulfillment or waiver of such conditions) set forth in Article 8 ,  unless this Agreement has been 
previously terminated pursuant to its terms or unless another date is agreed to in writing by the parties (the actual 
date ofthe Closing being referred to herein as the “Closing Date”). The Closing shall be held at the offices of 
Baker & Hostetler LLP, Suntrust Center, Suite 2300,200 South Orange Avenue, Orlando, Florida 32801, unless 
another place is agreed to in writing by the parties. 

Merger” ) in such form as is required by and executed in accordance with the relevant provisions of the FBCA. The 
Merger shall become effective at the time of filing of the Articles of Merger with the Department of State of the State 
of Florida in accordance with the FBCA or at such later time as the Company and Parent shall have agreed 

SECTION I .2 The Closing. Upon the terms and subject to the conditions set forth in Article 8 ,  the closing of 

SECTION 1.3 Effective Time. At the Closing, the parties shall file articles of merger (the “Articles of 
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upon and designated in the Articles of Merger as the effective time of the Merger (the time the Merger becomes 
effective being the “Effective Time” ). 

SECTION 1.4 Effects of Merger. At and after the Effective Time, the Merger shall have the effects specified 
herein and in the FBCA. As a result of the Merger, the Surviving Corporation shall become a wholly owned 
Subsidiary of Parent. 

incorporation of Merger Sub as in effect immediately prior to the Effective Time shall he the articles of incorporation 
of the Surviving Corporation, until thereafter amended as provided therein or by Applicable Law, provided, however, 
that the articles of incorporation of the Surviving Corporation shall he amended in the Merger to provide that the 
Surviving Corporation shall have the name “Florida Public Utilities Company.” 

effect immediately prior to the Effective Time shall he the bylaws of the Surviving Corporation, until thereafter 
amended as provided therein or by Applicable Law, provided, however, that such bylaws shall be amended to reflect 
the change of the name of the Surviving Corporation as contemplated by Section 1.5. 

Effective Time shall be the directors of the Surviving Corporation from and after the Effective Time, until their 
successors shall be elected and qualified or their earlier death, resignation or removal in accordance with the articles 
of incorporation and bylaws of the Surviving Corporation. 

SECTION 1 .X Officers of the Surviving Corporation. The officers of the Surviving Corporation from and after 
the Effective Time shall be those persons with the corresponding titles as set forth in Exhibit 1.8 hereto, until their 
successors shall be elected or appointed and qualified or their earlier death, resignation or removal in accordance 
with the articles of incorporation and bylaws of the Surviving Corporation. 

SECTION 1.5 Articles of Incorporation of the Surviving Corporation. As of the Effective Time, the articles of 

SECTION 1.6 Bylaws of the Surviving Corporation. As of the Effective Time, the bylaws of Merger Sub as in 

SECTION 1 .I Directors of the Surviving Corporation. The directors of Merger Sub immediately prior to the 

SECTION 1.9 Effect on Capital Stock. 

(a) At the Effective Time, by virtue of the Merger and without any action on the part of the holder thereof, each 
share of Company Common Stock issued and outstanding immediately prior to the Effective Time (other than shares 
of Company Common Stock to he canceled without payment of any consideration therefor pursuant to Section 1.9 
(c) ) (the “Shares”) shall be converted into the right to receive 0.405 shares (the “Exchange Ratio” ) of validly 
issued, fully paid and non-assessable Parent Common Stock (the “Merger Consideration” ). 

(b) As a result of the Merger and without any action on the part of the holders thereof, at the Effective Time, all 
shares of Company Common Stock shall cease to be outstanding and shall be canceled and retired and shall cease to 
exist, and each holder of a certificate previously representing any such shares of Company Common Stock shall 
thereafter cease to have any rights with respect to such shares of Company Common Stock, except the right to 
receive (i) the Merger Consideration payable in respect of such shares of Company Common Stock, (ii) any 
dividends pursuant to Section 2.3 and (iii) any cash to he paid in lieu of any fractional share of Parent Common Stock 
pursuant to Section 2.5 . 

(c) At the Effective Time, each share of Company Common Stock issued and held in the Company’s treasury 
and each share of Company Common Stock issued and owned immediately prior to the Effective Time by Merger 
Sub or Parent (or any of their respective direct or indirect wholly owned Subsidiaries) shall, by virtue of the Merger, 
cease to be outstanding and shall be canceled and retired and no Parent Common Stock or other consideration shall 
be delivered in exchange therefor. 

share of common stock, par value $0.01 per share, of Merger Sub issued and outstanding immediately prior to the 
Effective Time shall be converted into one validly issued, fully paid and nonassessable share of common stock, par 
value $0.01 per share, of the Surviving Corporation. 

redeemed in accordance with Section 7.20. 

(d) At the Effective Time, by virtue of the Merger and without any action on the part of the holder thereof, each 

(e) Prior to the Effective Time, each issued and outstanding share of Company Preferred Stock shall be 
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SECTION 1. I O  Change in Shares. If, between the date of this Agreement and the Effective Time (and to the 
extent permitted by Section 6.1 or 6.2, as the case may he), the outstanding shares of Company Common Stock or 
Parent Common Stock shall have been increased, decreased, changed into or exchanged for a different number of 
shares or different class, in each case by reason of any reclassification, recapitalization, subdivision, stock split, 
reorganization, combination, contribution or exchange of shares, or a stock dividend or dividend payable in other 
securities shall he declared with a record date within such period, or any similar event shall have occurred, the 
Exchange Ratio and any other number or amount contained herein which is based upon the price of Parent Common 
Stock, including the Measurement Price, or the number of shares of Company Common Stock or Parent Common 
Stock, as the case may be, shall he appropriately adjusted to provide to Parent and the holders of Company Common 
Stock the same economic effect as contemplated by this Agreement prior to such event. 

ARTICLE 2 

EXCHANGE OF SHARES 

SECTION 2.1 Exchange Fund. Prior to the Effective Time, Parent shall appoint a bank or trust company 
reasonably satisfactory to the Company to act as exchange agent (the “Exchange Agent”) for the purpose of 
exchanging Shares for the Merger Consideration. At or prior to the Effective Time, Parent shall deposit, or cause to 
he deposited with the Exchange Agent, in trust for the benefit of the holders of shares of Company Common Stock, 
certificates representing the shares of Parent Common Stock to he issued pursuant to Section 1.9 . Parent agrees to 
make available directly or indirectly to the Exchange Agent, from time to time as needed, cash sufficient to pay cash 
in lieu of fractional shares pursuant to Section 2.5 and any dividends pursuant to Section 2.3 . All cash in lieu of 
fractional shares and certificates for shares of Parent Common Stock, together with any dividends with respect 
thereto, deposited with the Exchange Agent shall hereinafter he referred to as the “Exchange Fund :’ 

SECTION 2 .2  Exchange Procedures. Promptly (and in any event no more than three business days) after the 
Effective Time, the Surviving Corporation shall cause the Exchange Agent to mail to each holder of record of 
Shares: (i) a letter oftransmittal (the “Letter ofTransmitta1” ), which shall specify that delivery shall he effected, 
and risk of loss and title to the Shares shall pass, only upon delivery of the Shares to the Exchange Agent, and which 
shall be in such form and have such other provisions as Parent and the Company may reasonably agree and 
(ii) instructions for effecting the surrender of the Shares in exchange for the Merger Consideration. Upon surrender 
of the Shares to the Exchange Agent together with such Letter of Transmittal, duly executed and completed in 
accordance with the inshuctions thereto, and such other documents as may be reasonably required by the Exchange 
Agent, the holder of such Shares shall he entitled to receive in exchange therefor (A) one or more shares of Parent 
Common Stock (which shall be in uncertificated book-entry form unless a physical certificate is requested by such 
holder) representing, in the aggregate, the whole number of shares of Parent Common Stock that such holder has the 
right to receive pursuant to Section 1.9 andor (B) a check in the amount equal to the cash that such holder has the 
right to receive pursuant to the provisions of this Article 2 , consisting of cash in lieu of fractional shares of Parent 
Common Stock pursuant to Section 2.5 and any unpaid dividends pursuant to Section 2.3 (collectively, “Cash 
Payment”). No interest will he paid or accrued on any Cash Payment. In the event of a transfer of ownership of 
Company Common Stock that is not registered in the transfer records of the Company, the Merger Consideration and 
any Cash Payment to which such holder is entitled may be issued and paid to such a transferee if the Shares 
representing such Company Common Stock are presented to the Exchange Agent, accompanied by all documents 
required to evidence and effect such transfer and to evidence that any applicable stock transfer taxes have been paid. 

SECTION 2.3 Dividends with Respect to UnexchangedShares. Notwithstanding any other provision of this 
Agreement, no dividends declared or made after the Effective Time with respect to shares of Parent Common Stock 
with a record date after the Effective Time shall be paid to the holder of any Shares that have not been surrendered to 
the Exchange Agent by such holder in accordance with Section 2.2 with respect to the shares ofparent Common 
Stock that such holder would be entitled to receive upon such surrender of such Shares and no cash payment in lieu 
of fractional shares of Parent Common Stock shall be paid to any such bolder pursuant to Section 2.5 until, in each 
case, such holder surrenders such Shares in accordance with Section 2.2 . Subject to the effect ofApplicahle Laws, 
following the surrender of any such Shares, there shall be paid to such holder of shares of Parent Common Stock 
issuable in exchange therefor, without interest, (i) promptly after the time of such surrender, the amount of any cash 
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payable in lieu of fractional shares of Parent Common Stock to which such holder is entitled pursuant to Section 2.5 
and the amount of dividends with a record date after the Effective Time theretofore paid with respect to such whole 
shares of Parent Common Stock, and (ii) at the appropriate payment date, the amount of dividends with a record date 
after the Effective Time but prior to surrender of such Shares and a payment date subsequent to such surrender 
payable with respect to such whole shares of Parent Common Stock. 

SECTION 2.4 No Further Ownership Rights or Claims Relafing IO Company Common Stock. All Merger 
Consideration issued and any cash paid upon conversion of shares of Company Common Stock pursuant to Article I 
and this Article 2 shall be deemed to have been issued and paid in exchange for, and in full satisfaction of, all rights 
pertaining to such shares of Company Common Stock and any claims for, relating to or arising out of shares of 
Company Common Stock or ownership thereof, 

SECTION 2.5 No Fractional Shares of Parent Common Sfock 

(a) No certificates or scrip or shares of Parent Common Stock representing fractional shares of Parent Common 
Stock or book-entry credit of the same shall be issued upon the sumender for exchange of the Shares and such 
fractional share interests will not entitle the owner thereof to vote or to have any rights of a stockholder of Parent or a 
holder of shares of Parent Common Stock. 

(b) Notwithstanding any other provision of this Agreement, each holder of Shares converted pursuant to the 
Merger who would otherwise have been entitled to receive a fraction of a share of Parent Common Stock (after 
taking into account all Shares delivered by such holder) shall receive, in lieu thereof, cash (without interest) in an 
amount equal to the product of (i) such fractional part of a share of Parent Common Stock multiplied by (ii) the 
average of the closing prices for a share of Parent Common Stock as reported on the New York Stock Exchange (the 
“NYSE” ) Composite Transactions Tape for the 15 trading days ending on the third trading day immediately 
preceding the Closing Date (the “Measurement Price” ). Such payment of cash consideration is in lieu of fractional 
shares of Parent Common Stock. 

(c) As promptly as practicable after the determination of the amount of cash, if any, to be paid to holders of 
fractional interests pursuant to Section 2.5(b) , the Exchange Agent shall so notify Parent, and Parent shall deposit or 
cause the Surviving Corporation to deposit such amount with the Exchange Agent and shall cause the Exchange 
Agent to forward payments to such holders of fractional interests subject to and in accordance with the terms hereof. 

Surviving Corporation shall pay from funds on hand at the Effective Time any dividends with a record date prior to 
the Effective Time that may have been declared or made by the Company on shares of Company Common Stock 
which remain unpaid at the Effective Time. 

all investments thereof, any shares of Parent Common Stock and any amount of the Cash Payment) that remains 
undistributed to the holders of Shares for one year after the Effective Time shall be delivered to Parent, and all 
holders of the Shares who have not theretofore complied with this Article 2 shall thereafter look only to Parent for the 
Merger Consideration and any Cash Payment with respect to such Shares. Any such portion of the Exchange Fund 
remaining unclaimed by holders of Shares five years after the Effective Time (or such earlier date immediately prior 
to such time as such amounts would otherwise escheat to or become property of any Governmental Entity) shall, to 
the extent permitted by Applicable Law, become the property of Parent, free and clear of any claim or interest of any 
person previously entitled thereto. 

Exchange Agent shall he liable to any person for any portion of the Exchange Fund delivered to a public official 
pursuant to any applicable abandoned property, escheat or similar law. 

SECTION 2.9 Investment of the Exchange Fund, The Exchange Agent shall invest any cash included in the 
Exchange Fund as directed by Parent from time to time, provided that such investments shall he in obligations of or 
guaranteed by the United States of America or in certificates of deposit or other deposit accounts of commercial 
banks insured by the Federal Deposit Insurance Corporation; provided, that no gain or loss thereon shall affect the 

SECTION 2.6 Dividends with Respect to Company Common Stock. At or after the Effective Time, Parent or the 

SECTION 2.7 Termination of Exchange Fund. Any portion of the Exchange Fund (including the proceeds of 

SECTION 2.8 No Liability. None of Parent, Merger Sub, the Company, the Surviving Corporation or the 
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amounts of any Cash Payment payable to the holders of Shares pursuant to this Article 2 . Any interest or other 
income resulting from such investments shall promptly be paid to Parent. 

making of an affidavit of that fact by the person claiming such certificate to be lost, stolen or destroyed and, if 
required by Parent, the posting by such person of a bond in such reasonable amount as Parent may direct as 
indemnity against any claim that may be made against it with respect to such certificate, the Exchange Agent will 
deliver in exchange for such lost, stolen or destroyed certificate the applicable Merger Consideration and any Cash 
Payment with respect to the Shares formerly represented thereby. 

Wirhholding Rights. Each of the Surviving Corporation and Parent shall be entitled to deduct 
and withhold from the consideration otherwise payable pursuant to this Agreement to any holder of Shares such 
amounts as it is required to deduct and withhold with respect to the making of such payment under the Code and the 
Treasury Regulations, or any provision of state, local or foreign tax law. To the extent that amounts are so withheld 
by the Surviving Corporation or Parent, as the case may be, such withheld amounts shall be treated for all purposes 
of this Agreement as having been paid to the holder of the Shares in respect of which such deduction and withholding 
was made by the Surviving Corporation or Parent, as the case may be. 

Corporation will be authorized to execute and deliver, in the name and on behalf of the Company or Merger Sub, all 
deeds, bills of sale, assignments and assurances and to take and do, in the name and on behalf of the Company or 
Merger Sub, all other actions and things to vest, perfect or confirm of record or otherwise in the Surviving 
Corporation all right, title and interest in, to and under the rights, properties and assets acquired or to be acquired by 
the Surviving Corporation as a result of, or in connection with, the Merger. 

upon the Effective Time and there shall be no further registration of transfers of shares of Company Common Stock 
thereafter on the records of the Company. On or after the Effective Time, all Shares presented to the Exchange Agent 
or Parent in accordance with the provisions of this Agreement shall be converted into the Merger Consideration and 
any Cash Payment payable with respect to the shares of Company Common Stock formerly represented thereby. 

SECTION 2.10 Lost Certificates. If any certificate for Shares shall have been lost, stolen or destroyed, upon the 

SECTION 2.1 I 

SECTION 2.12 Furlher Assurances. After the Effective Time, the officers and directors of the Surviving 

SECTION 2.13 Stock Transfer Books. The stock transfer hooks of the Company shall be closed immediately 

ARTICLE 3 

REPRESENTATIONS AND WARRANTIES OF THE COMPANY 

Except (i) as set forth in the disclosure schedule dated the date of this Agreement and delivered to Parent by the 
Company concurrently with the execution and delivery of this Agreement (the “Company Disclosure Schedule” ) 
and making reference to the particular section or subsection of this Agreement to which exception is being taken 
(providedthat any information set forth in one section or subsection of the Company Disclosure Schedule will be 
deemed to apply to each other section or subsection of the Company Disclosure Schedule to which its relevance is 
reasonably apparent), or (ii) to the extent the qualifying nature of such disclosure is readily apparent therefrom, as 
disclosed in the Company Reports filed on or after January 1,2007 and prior to the date hereof, the Company 
represents and warrants to Parent and Merger Sub as follows: 

incorporated, validly existing and in good standing under the laws of the State of Florida The Company is duly 
qualified to do business and, to the extent such concept or a similar concept exists in the relevant jurisdiction, is in 
good standing under the laws of any jurisdiction in which the character of the properties owned or leased by it therein 
or in which the transaction of its business requires such qualification, except where the failure to he so qualified or in 
good standing, individually or in the aggregate, has not had and is not reasonably likely to have a Company Material 
Adverse Effect. The Company has all requisite corporate power and authority to own, operate and lease its properties 
and to carry on its business as now conducted. The copies of the Company’s articles of incorporation and bylaws 
attached to the Company Disclosure Schedule are true and complete copies of such documents as currently in effect. 

SECTION 3. I Existence; Good Standing; Corporate Authorily. The Company is a corporation duly 
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SECTION 3.2 Authorization, Validity andEf’ec1 ofAgreemenl. The Company has the requisite corporate power 
and authority to execute and deliver this Agreement and to consummate the transactions contemplated by this 
Agreement, subject in the case of the consummation of the Merger to obtaining the Company Stockholder Approval. 
The execution and delivery of this Agreement and the consummation by the Company of the transactions 
contemplated hereby have been duly authorized by all requisite corporate action on behalf of the Company, other 
than in the case of consummation of the Merger obtaining the Company Stockholder Approval. The Company has 
duly executed and delivered this Agreement and, assuming due authorization, execution and delivery hereof by the 
other parties hereto, this Agreement constitutes a valid and legally binding obligation of the Company, enforceable 
against the Company in accordance with its terms, subject to applicable bankruptcy, insolvency, fraudulent transfer, 
reorganization, moratorium or other similar laws relating to creditors’ rights and general principles of equity. 

SECTION 3.3 Capilalizalion. The authorized capital stock of the Company consists of (i) 10,000,000 shares of 
Company Common Stock, par value $1.50 per share, (ii) 11,000 shares of Cumulative Preferred Stock, par value 
$100.00 per share ( “Company Preferred Stock” ), 6,000 shares of which have been designated as 4 3 I 4  % Series A 
Cumulative Preferred Stock, $100.00 par value per share ( “Company Series A Preferred Stock” ), and 
5,000 shares of which have been designated as 4 / 4 % Series B Cumulative Preferred Stock, $100.00 par value per 
share ( “Company Series B Preferred Stock” ) and (iii) 32,500 shares of Preference Stock, par value $20.00 per 
share (“Company Preference Stock” ), all ofwhich have been designated as $1.1 2 Convertible Preference Stock, 
Cumulative. As of March 31, 2009 (the “Cut-off Time”), there were (A) 6,116,505 outstanding shares of Company 
Common Stock and 95,999 shares of Company Common Stock held in the treasury of the Company, (B) 6,000 
outstanding shares of Company Series A Preferred Stock, (C) no outstanding shares of Company Series B Preferred 
Stock and (D) no outstanding shares of Company Preference Stock. Since the Cut-off Time, no additional shares of 
Company Common Stock, Company Preferred Stock or Company Preference Stock have been issued. All issued and 
outstanding shares of Company Common Stock and Company Preferred Stock are duly authorized, validly issued, 
fully paid, nonassessable and free of preemptive rights. There are no options, warrants, calls, subscriptions, 
convertible securities or other rights, agreements or commitments which obligate the Company or any of its 
Subsidiaries to issue, transfer, sell or register any shares of capital stock or other securities of the Company or any of 
its Subsidiaries. Except for the Company’s obligation pursuant to Section 7.20, there are no outstanding obligations 
of the Company or any of its Subsidiaries to repurchase, redeem or otherwise acquire any shares of capital stock of 
the Company or any of its Subsidiaries. There are no outstanding stock appreciation rights, security-based 
performance units, “phantom” stock or other security rights or other agreements or arrangements pursuant to which 
any person is or may be entitled to receive any payment or other value based on the revenues, earnings or financial 
performance, stock price performance or other attribute of the Company or any of its Subsidiaries or assets or 
calculated in accordance therewith (other than payments or commissions to employees or agents of the Company 01 
any of its Subsidiaries in the ordinary course of business consistent with past practices). The Company has no 
outstanding bonds, debentures, notes or other obligations the holders of which have the right to vote (or which are 
convertible into or exercisable for securities having the right to vote) with the stockholders of the Company on any 
matter. There are no voting trusts or other agreements or understandings to which the Company is a party with 
respect to the voting of capital stock of the Company. 

SECTION 3.4 Subsidiaries. The Company has no Subsidiaries other than Flo-Gas Corporation, a corporation 
duly incorporated, validly existing and in good standing under the laws of the State of Florida. The Company’s 
Subsidiary is duly qualified to do business and, to the extent such concept or a similar concept exists in the relevant 
jurisdiction, is in good standing under the laws of any jurisdiction in which the character of the properties owned or 
leased by it therein or in which the transaction of its business requires such qualification, except where the failure to 
be so qualified or in good standing, individually or in the aggregate, has not had and is not reasonably likely to have a 
Company Material Adverse Effect. The Company’s Subsidiary has all requisite corporate power and authority to 
own, operate and lease its properties and to canyon its business as now conducted. The Company has made 
available to Parent true and complete copies of such Subsidiary’s articles of incorporation and bylaws, as currently in 
effect. As of the date of this Agreement, all of the outstanding shares of capital stock of, or other ownership interests 
in, the Company’s Subsidiary are duly authorized, validly issued, fully paid and nonassessable, and are owned, 
directly or indirectly, by the Company free and clear of all Liens (including any restriction on the right to vote, sell or 
otherwise dispose of such capital stock or other ownership interests), except for restrictions imposed by law. 
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SECTION 3.5 Compliance with Laws; Permits. Except for such matters that, individually or in the aggregate, 
have not had and are not reasonably likely to have a Company Material Adverse Effect: 

(a) Since January I ,  2007, neither the Company nor any of its Subsidiaries has violated or received any 
notice of violation with respect to, any Order, constitution, law, rule, ordinance, regulation, statute, code or 
treaty of any Governmental Entity (collectively, “Applicable Laws” ), and no Action is pending or, to the 
knowledge of the Company, threatened with respect to any such matter. 

approvals, consents, qualifications and authorizations of all Governmental Entities or pursuant to any Applicable 
Law necessary for the lawful conduct of their respective businesses (collectively, the “Company Permits” ). 
All Company Permits are in full force and effect. Since January 1,2007, (i) neither the Company nor any of its 
Subsidiaries has violated or received any written notice of violation with respect to any Company Permit and 
(ii) to the knowledge of the Company, no Governmental Entity has taken or threatened to take any action to 
terminate, cancel, amend or reform any material Company Permit. 

SECTION 3.6 No Conflict 

(a) The execution and delivery of this Agreement by the Company does not and will not, and the consummation 
by the Company of the Merger and the other transactions contemplated hereby will not (i) conflict with or result in a 
breach or violation of any provision of the articles of incorporation or bylaws of the Company or any of its 
Subsidiaries; (ii) violate, conflict with, result in a breach of any provision of, constitute a default (or an event which, 
with notice or lapse of time or both, would constitute a default) under, result in the termination or in a right of 
termination or cancellation of, or result in the creation of any Lien upon any of the properties of the Company or any 
of its Subsidiaries under, any of the terms, conditions or provisions of any Company Material Contract; or 
(iii) subject to the filings and other matters referred to in Seciion 3.6(b) and obtaining the Company Stockholder 
Approval, contravene or conflict with, or constitute a violation of any provision of, or trigger any liability or 
obligation under, any Applicable Law, Order or Company Permit binding upon or applicable to the Company or any 
of its Subsidiaries, other than, in the case of clauses (ii) and (iii), any such violations, conflicts, breaches, defaults, 
terminations, cancellations, liabilities, obligations, Liens, or contraventions that, individually or in the aggregate, 
have not had and are not reasonably likely to have a Company Material Adverse Effect. 

(b) Neither the execution and delivery of this Agreement by the Company nor the consummation by the 
Company of the Merger and the other transactions contemplated hereby will require the Company or any of its 
Subsidiaries to obtain any consent, approval, autborization, order or declaration of, provide any notification to, or 
make any filing or registration with, any Governmental Entity, other than (i) filings and any approval required under 
the Hart-Scott-Rodino Antitrust Improvements Act of 1976, as amended, and the d e s  and regulations thereunder 
(the “HSR Act”), (ii) the filing with and, to the extent required, the declaration ofeffectiveness by, the SEC of 
(A) the Joint Proxy Statement Prospectus pursuant to the Securities Exchange Act of 1934, as amended (the 
“Exchange Act”), and (B) reports required under the Exchange Act, (iii) such notifications to the NYSE Amex (the 
“Amex”) as may be required by the rules of the Amex, (iv) the tiling of the Articles of Merger with the Department 
of State of the State of Florida, (v) to the extent required, notice to and the approval of the Florida Public Service 
Commission (the “FPSC”) (the “Company FPSC Approval” ), and (vi) such filings and approvals as are set forth 
in Section 3.6(h) of the Company Disclosure Schedule in connection with the transfer of the Company’s (or any of its 
Subsidiary’s) municipal franchises, except for any consent, approval, authorization, order or declaration as to which 
the failure to obtain, and for any notification, filing or registration as to which the failure to make, has not had and is 
not reasonably likely to have a Company Material Adverse Effect. Consents, approvals, authorizations, orders, 
declarations, notifications, filings and registrations required under or in relation to any of the foregoing clauses (i) 
through (vi) are hereinafter referred to as “Company Consents.” 

consummation of such transactions, result in any “change of control” or similar triggering event under any 
(i) Company Material Contract, (ii) Company Benefit Plan, which, in the case of either clause (i) or (ii), gives rise to 
rights or benefits not otherwise available absent such change of control or similar triggering event and requires either 
a cash payment or an accounting charge in accordance with U S  generally accepted accounting principles 
( “GAAP” ), or (iii) material Company Permit. 

(b) The Company and its Subsidiaries hold all permits, waivers, licenses, certifications, orders, franchises, 

(c) This Agreement, the Merger and the transactions contemplated hereby do not, and will not, upon 
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SECTION 3.7 SEC Documents and Compliance. 

(a) The Company and its Subsidiaries have filed with the U.S. Securities and Exchange Commission (the 
“SEC”) all documents (including exhibits and any amendments thereto) required to be filed by them since 
December 3 1,  2006 (each registration statement, prospectus, report, schedule, form, proxy statement, information 
statement or.other document (other than preliminary materials) so filed, each in the form (including exhibits and any 
amendments thereto) filed with the SEC, collectively, the “Company Reports”). No Subsidiary of the Company is 
required to file any form, report, registration statement or prospectus or other document with the SEC. As of its 
respective date, each Company Report (i) complied in all material respects with the applicable requirements of the 
Exchange Act or the Securities Act of 1933, as amended (the “Securities Act” ), as the case may be, and the rules 
and regulations thereunder and (ii) did not contain any untrue statement of a material fact or omit to state a material 
fact required to be stated therein or necessary to make the statements made therein, in the light of the circumstances 
under which they were made, not misleading, except for any statements in any Company Report that have been 
modified by an amendment to such report filed with the SEC prior to the date hereof. Each of the consolidated 
balance sheets included in or incorporated by reference into the Company Reports (including related notes and 
schedules) complied as to form in all material respects with the applicable accounting requirements and the published 
rules and regulations of the SEC with respect thereto and fairly presents in all material respects the consolidated 
financial position of the Company and its Subsidiaries (or such entities as indicated in such balance sheet) as of its 
date, and each of the consolidated statements of operations, cash flows and changes in stockholders’ equity included 
in or incorporated by reference into the Company Reports (including any related notes and schedules) fairly presents 
in all material respects the results of operations, cash flows or changes in stockholders’ equity, as the case may be, of 
the Company and its Subsidiaries (or such entities as indicated in such balance sheet) for the periods set forth therein 
(subject, in the case of unaudited statements, to (x) such exceptions as may be permitted by Form IO-Q of the SEC 
and (y) normal, recurring year-end audit adjustments which are not material in the aggregate), in each case in 
accordance with GAAP consistently applied during the periods involved, except as may be noted therein. 

(b) There are no liabilities or obligations of the Company or any of its Subsidiaries of any nature (whether 
accrued, absolute, contingent or otherwise) that would be required to be reflected on, or reserved against in, a 
consolidated balance sheet of the Company and its Subsidiaries or in the notes thereto prepared in accordance with 
GAAP consistently applied, other than (i) liabilities and obligations incurred in the ordinary course of business, 
(ii) liabilities or obligations that, individually or in the aggregate, have not had and are not reasonably likely to have a 
Company Material Adverse Effect and (iii) liabilities or obligations incurred under this Agreement or in connection 
with the transactions contemplated hereby. 

(c) Since the enactment of the Sarbanes-Oxley Act of 2002 (the “Sarbanes-Oxley Act” ), the Company has 
been and is in compliance in all material respects with the applicable provisions of the Sarbanes-Oxley Act. The 
Company has established and maintains disclosure controls and procedures and internal control over financial 
reporting (as such terms are defined in paragraphs (e) and (f), respectively, ofRule 13a-15 under the Exchange Act) 
as required by Rule 13a-15 under the Exchange Act. The Company’s disclosure controls and procedures are 
reasonably designed to ensure that all material information required to be disclosed by the Company in the reports 
that it files under the Exchange Act are recorded, processed, summarized and reported within the time periods 
specified in the rules and forms of the SEC, and that all such material information is accumulated and communicated 
to the management of the Company as appropriate to allow timely decisions regarding required disclosure and to 
make the certifications required pursuant to Sections 302 and 906 of the Sarbanes-Oxley Act. The Company has 
disclosed, based on its most recent evaluations, to the Company’s outside auditors and the audit committee of the 
board of directors of the Company (A) all significant deficiencies in the design or operation of its internal control 
over financial reporting (as defined in Rule 13a-I5(f) of the Exchange Act) and any material weaknesses that have 
more than a remote chance to materially adversely affect the Company’s ability to record, process, summarize and 
report financial data and (B) any fraud, whether or not material, that involves management or other employees who 
have a significant role in the Company’s internal control over financial reporting. 

Regulatory Commission ( “FERC” ) and the applicable state public utility commissions (including, to the extent 
required, the FPSC), as the case may be, including all reports and financial information have been made and all such 

(d) All filings required to be made by the Company or any of its Subsidiaries with the Federal Energy 
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filings complied, as of their respective dates, with all requirements of the applicable statutes and the rules and 
regulations, except for filings the failure of which to make or the failure of which to be so in compliance, individually 
or in the aggregate, have not had and are not reasonably likely to have a Company Material Adverse Effect. 

SECTION 3 .8  Liligalion. There are no actions, suits, claims, arbitrations, audits, hearings, investigations, 
litigation, suits or proceedings (whether civil, criminal, administrative, investigative or appellate) (collectively, 
“Actions” ) pending or, to the Company’s knowledge, threatened, against the Company or any of its Subsidiaries or 
any of their respective properties, that, individually or in the aggregate, have had or are reasonably likely to have a 
Company Material Adverse Effect. Seciion 3.8 of the Company Disclosure Schedule lists all Actions pending or, to 
the knowledge of the Company, threatened, against the Company or any of its Subsidiaries, 

Material Adverse Effect and, to the knowledge of the Company, there have not been any changes, circumstances or 
events that, individually or in the aggregate, would reasonably he likely to have a Company Material Adverse Effect, 
and (ii) except for actions taken in connection with this Agreement or the transactions contemplated hereby, the 
Company and its Subsidiaries have conducted their respective businesses only in the ordinary course. 

SECTION 3.9 Absence of Certain Changes. Since December 31,2008, (i) there has not been a Company 

SECTION 3.10 Taxes. 

(a) Except for such matters that, individually or in the aggregate, have not had and are not reasonably likely to 
have a Company Material Adverse Effect, all tax returns, statements, reports, declarations, estimates and forms 
( “Returns” ) required to be filed by or with respect to the Company or any of its Subsidiaries (including any Return 
required to be filed by an affiliated, consolidated, combined, unitary or similar group that included the Company or 
any of its Subsidiaries) have been properly filed on a timely hasis with the appropriate Governmental Entities and all 
taxes that have become due (regardless of whether reflected on any Return) have been duly paid or deposited in full 
on a timely basis or adequately m e N e d  for in accordance with GAAP. All such Returns filed by the Company are 
true, correct and complete in all material respects. 

(b) (i) No audit or other administrative or court proceeding is presently pending with any Governmental Entity 
with regard to any tax or Return of the Company or any of its Subsidiaries as to which any taxing authority has 
asserted any claim; and (ii) neither the Company nor any of its Subsidiaries has any liability for any tax under 
Treasury Regulation Section 1.1502-6 or any similar provision of any other tax law, except for taxes of the affiliated 
group of which the Company or any of its Subsidiaries is the common parent, within the meaning of Section 1504(a) 
(1) of the Code or any similar provision of any other tax law. Neither the Company nor any of its Subsidiaries has 
granted any request, agreement, consent or waiver to extend any period of limitations applicable to the assessment of 
any tax upon the Company or any of its Subsidiaries, Neither the Company nor any of its Subsidiaries is a party to 
any closing agreement described in Section 712 I of the Code or any predecessor provision thereof or any similar 
agreement under any tax law. Neither the Company nor any of its Subsidiaries is a party to, is hound by or has any 
obligation under any tax sharing, allocation or indemnity agreement or any similar agreement or arrangement. Since 
December 3 1,2005, the Company has not made or rescinded any election relating to taxes or settled or compromised 
any claim, action, suit, litigation, proceeding, arbitration, investigation, audit or controversy relating to any tax, or, 
except as may be required by Applicable Law, made any change to any of its methods of reporting income or 
deductions for federal income tax purposes from those employed in the preparation of its most recently filed federal 
Returns. The Company has not engaged in any “listed transaction” within the meaning of Treasury 
Regulation Section 1.601 1-4. Neither the Company nor any of its Subsidiaries has been a “controlled corporation” or 
a “distributing corporation” in any distribution that was purported or intended to be governed by Section 355 ofthe 
Code (or any similar provision of state, local or foreign law) (i) occurring during the two-year period ending on the 
date hereof or (ii) that otherwise constitutes part of a “plan” or “series of related transactions” (within the meaning of 
Section 355(e) of the Code) that includes the Merger. 

(c) No claim has ever been made by an authority in a jurisdiction where the Company or any of its Subsidiaries 
does not file Returns that the Company or any of its Subsidiaries is or may he subject to taxation by that jurisdiction. 
There are no Liens for taxes (other than taxes not yet due and payable) upon any of the assets of the Company or any 
of its Subsidiaries, 
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(d) The Company and its Subsidiaries have withheld and paid all material taxes required to have bee” withheld 
and paid in connection with any amount paid or owing to any employee, independent contractor, creditor, 
stockholder or other third party. 

(e) Section 3. IO(e) of the Company Disclosure Schedule lists all federal, state, local, and foreign income tax 
Returns filed with respect to any of the Company or its Subsidiaries for taxable periods ended on or after 
December 3 1,2006, identifies those Returns that have been audited since December 3 1,2004, and identifies those 
Returns that currently are the subject of audit. The Company has made available to Parent correct and complete 
copies of all federal income tax Returns, examination reports, and statements of deficiencies assessed or proposed to 
be assessed against or agreed to by the Company or any of its Subsidiaries filed or received since December 3 1,  
2006. 

( f )  Neither the Company nor any of its Subsidiaries is a party to any agreement, contract, arrangement or plan 
that has resulted or could result, separately or in the aggregate, in the payment of any amount that will not be fully 
deductible as a result of Section 162(m) of the Code (or any corresponding provision of state, local or foreign tax 
law). Neither the Company nor any of its Subsidiaries has been a United States real property holding corporation 
within the meaning Section 897(c)(2) of the Code during the applicable period specified in Section 897(c)(l)(A)(ii) 
of the Code. Each of the Company and its Subsidiaries has disclosed on its federal income tax Returns all positions 
taken therein that could give rise to a substantial understatement of federal income tax within the meaning 
Section 6662 of the Code. 

(9) The unpaid taxes of the Company and its Subsidiaries (i) did not, as of the most recent fiscal month end for 
the Company, exceed the reserve for tax liability (other than any reserve for deferred taxes established to reflect 
timing differences between book and tax income) set forth on the face of the most recent balance sheet of the 
Company (other than in any notes thereto) included in a Company Report and (ii) do not exceed that reseme as 
adjusted for the passage of time through the Closing Date in accordance with the past custom and practice of the 
Company and its Subsidiaries in filing their Returns. Since the date of the most recent balance sheet of the Company 
included in a Company Report, neither the Company nor any of its Subsidiaries has incurred any liability for taxes 
arising from extraordinary gains or losses, as that term is used in GAAP, outside the ordinary course of business 
consistent with past custom and practice. 

SECTION 3.11 Employee Benefit P h s  . 

(a) Section 3. II(u) of the Company Disclosure Schedule contains a true and complete list of all Company 
Benefit Plans. The term “Company Benefit Plans” means all material employee benefit plans and other benefit 
arrangements, including all material “employee benefit plans” as defined in Section 3(3) of the Employee Retirement 
Income Security Act of 1974, as amended ( “ERISA” ), whether or not US-based plans, and all other material 
employee benefit, bonus, incentive, deferred compensation, stock option (or other equity-based), severance, 
employment, change in control, welfare (including post-retirement medical and life insurance) and fringe benefit 
plans, practices or agreements, whether or not subject to ERISA or U.S.-based and whether written or oral, 
sponsored, maintained or contributed to or required to be contributed to by the Company or any of its Subsidiaries or 
ERISA Affiliates, as described below, or to which the Company or any of its Subsidiaries or ERISA Affiliates is a 
party, is or may have any present or future liability, or is required to provide benefits under Applicable Laws. The 
Company has made available to Parent true and complete copies of the Company Benefit Plans (and where no such 
copy exists, an accurate description thereof) and, if applicable, the most recent trust agreements or other funding 
insttuments or arrangements, the most recent Forms 5500 and attached schedules, summary plan descriptions, 
funding statements, the most recent audited financial statements or other annual financial reports, the most recent 
actuarial valuation reports and Internal Revenue Service determination andor opinion letters, if applicable, for each 
such plan. The Company does not intend to, nor does the Company contemplate taking any actions to, alter, modify, 
freeze, terminate or otherwise amend any Company Benefit Plan, other than in the ordinary course of business 
consistent with past practice or except as may be required by the Applicable Laws 

have a Company Material Adverse Effect, (i) all applicable reporting and disclosure requirements have been met 
with respect to the Company Benefit Plans; (ii) to the extent applicable, the Company Benefit Plans comply with the 
requirements of ERISA and the Code or with the regulations of any applicable jurisdiction, and any Company 

(b) Except for such matters that, individually or in the aggregate, have not had and are not reasonably likely to 
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Benefit Plan intended to be qualified under Section 401(a) of the Code has received a favorable determination letter 
from the Internal Revenue Service (or is entitled to rely upon a favorable opinion letter issued by the Internal 
Revenue Service) and nothing has occurred, whether by action or inaction, that could reasonably be expected to 
cause the loss of such tax qualification; (iii) the Company Benefit Plans have been maintained and operated in 
accordance with their terms and in compliance with Applicable Laws, and there are no breaches of fiduciary duty in 
connection with the Company Benefit Plans; (iv) there are no pending or, to the Company’s knowledge, threatened 
claims against or otherwise involving any Company Benefit Plan, and no Action (excluding routine claims for 
benefits incurred in the ordinary course of Company Benefit Plan activities) has been brought against or with respect 
to any Company Benefit Plan; (v) all material contributions required to be made to the Company Benefit Plans have 
been made or provided for; (vi) with respect to any “employee pension benefit plan,” as defined in Section 3(2) of 
ERISA, that is subject to Title IV of ERISA and has been maintained or contributed to within six years prior to the 
Effective Time by the Company, its Subsidiaries or any trade or business (whether or not incorporated) which is 
under common control, or which is treated as a single employer, with the Company or any of its Subsidiaries under 
Section 414(b), (c), (m) or (0) of the Code or Section 4001(b)(l) or 4001(a)(14) of ERISA (an “ERISA Affiliate” ), 
(A) neither the Company nor any of its Subsidiaries or ERISA Affiliates has incurred any direct or indirect liability 
under Title IV of ERISA in connection with any termination thereof or withdrawal therefrom, and (B) there does not 
exist any accumulated funding deficiency within the meaning of, or any material liability under, Sections 412 and 
4971 of the Code or Section 302 of ERISA, whether or not waived, that would reasonably be expected to be a 
liability of Parent or Surviving Corporation following the Effective Time. No “reportable event” (as such term is 
defined in Section 4043 of ERISA) has occurred with respect to any Company Benefit Plan. 

(c) No Company Benefit Plan (including for such purpose, any employee benefit plan described in Section 3(3) 
of ERISA which the Company or any of its Subsidiaries or ERISA Affiliates maintained, sponsored or contributed to 
within the six-year period preceding the Effective Time) is (i) a “multiemployer plan” (as defined in Section 4001(a) 
(3) of ERISA), (ii) a “multiple employer plan” (within the meaning of Section 413(c) of the Code) or (iii) subject to 
Title IV or Section 302 of ERISA or Section 412 of the Code. Neither the execution of this Agreement nor the 
consummation of the transactions contemplated hereby shall cause any payment or benefit to any employee, officer 
or director of the Company or any of its Subsidiaries to be either subject to an excise tax or non-deductible to the 
Company under Sections 4999 and 280G of the Code, respectively, whether or not some other subsequent action or 
event would be required to cause such payment or benefit to be triggered, and the execution of, and performance of 
the transactions contemplated by, this Agreement will not (either alone or upon the occurrence of any additional or 
subsequent event) constitute an event under any benefit plan, policy, arrangement or agreement or any trust or loan 
(in connection therewith) that will or may result in any payment (whether of severance pay or otherwise), 
acceleration, forgiveness of indebtedness, vesting, distribution, increase in benefits or obligations to fund benefits 
with respect to any employee of the Company or any Subsidiary thereof, nor will the consummation of the 
transactions contemplated by this Agreement limit or restrict the right to terminate any Company Benefit Plan. 

SECTION 3. I2 Employment and Labor Matiers . 

(a) Section 3.12(a) of the Company Disclosure Schedule contains a tme and complete list of all collective 
bargaining agreements or similar contracts, agreements or understandings with a labor union or similar labor 
organization to which the Company or any of its Subsidiaries is a party or by which it is bound. All of the agreements 
listed on Secfion 3.12(0) of the Company Disclosure Schedule are fully executed and either in effect or will come 
into effect in 2009. The Company has made available to Parent true and complete copies of the agreements listed in 
Section 3.12(a) of the Company Disclosure Schedule, To the Company’s knowledge, there are no organizational 
efforts with respect to the formation of a collective bargaining unit presently being made or threatened. 

have a Company Material Adverse Effect, neither the Company nor any of its Subsidiaries is subject to, or has 
experienced within the past three years, any labor dispute, strike, slowdown, work stoppage or lockout. To the 
knowledge of the Company, no labor dispute, strike, slowdown, work stoppage or lockout bas been threatened 
against the Company or any of its Subsidiaries within the past three years. 

(h) Except for such matters that, individually or in the aggregate, have not had and are not reasonably likely to 



Table of Contents 

(c) Except for such matters that, individually or in the aggregate, have not had and are not reasonably likely to 
have a Company Material Adverse Effect, the Company is and has been in compliance with all Applicable Laws 
relating to employment, employment practices, terms and conditions of employment and wages and hours, including 
ERISA, the Code, the Immigration Reform and Control Act, the WARN Act, all laws respecting collective 
bargaining, employment discrimination, sexual harassment, disability rights or benefits, equal opportunity, plant 
closure issues, affirmative action, workers’ compensation, employee benefits, severance payments, COBRA, labor 
relations, employee leave issues, “whistleblowers,” wage and hour standards, occupational safety and health 
requirements and unemployment insurance and related matters, and is not engaged in any unfair labor practice, 

reasonably likely to have a Company Material Adverse Effect, (i) neither the Company nor any of its Subsidiaries 
has received any complaint, charge or grievance of any unfair labor practice or other unlawful employment practice 
or any claim or notice of any violation of any Applicable Law, including a “whistleblower” claim, arising out of the 
employment of individuals by, or theemployment practices of, the Company or any of its Subsidiaries or the work 
conditions or the terms and conditions of employment and wages and hours of their respective businesses, and 
(ii) there are no unfair labor practice complaints, charges, grievances or investigations or other employee-related 
complaints, charges, grievances or investigations against the Company or any of its Subsidiaries pending or, to the 
knowledge of the Company, threatened, before any Governmental Entity by or concerning the employees of the 
Company or any of its Subsidiaries. Secfion 3.12(4 of the Company Disclosure Schedule lists all unfair labor 
practice or other unlawful employment practice complaints, charges, grievances, investigations and other employee- 
related Actions pending or, to the knowledge of the Company, threatened, against the Company or any of its 
Subsidiaries before or by any Governmental Entity. 

SECTION 3.13 Environmental Marters . 

(a) Except for such matters that, individually or in the aggregate, have not had and are not reasonably likely to 

(dl Since January 1, 2007, except for such matters that, individually or in the aggregate, have not had and are not 

have a Company Material Adverse Effect, (i) the Company and each of its Subsidiaries has heen and is in compliance 
with all Environmental Laws, (ii) there have been no Environmental Claims made or, to the knowledge of the 
Company, threatened, against the Company or any of its Subsidiaries, and (iii) to the knowledge of the Company, 
there are no past or present facts, conditions or circumstances at, on or arising out of, or otherwise associated with, 
any current or former businesses, assets or properties (whether owned, operated or leased) of the Company or any of 
its Subsidiaries which will require remediation under any Environmental Law. 

(h) Without limitation of Secrion 3.5(b) , except for such matters that, individually or in the aggregate, have not 
had and are not reasonably likely to have a Company Material Adverse Effect, (i) the Company and each of its 
Subsidiaries has obtained or applied for all permits, licenses and authorizations required by Environmental Laws 
(collectively, “Environmental Permits” ) and necessary for the consbuction of their facilities, the operation of their 
respective businesses, as presently conducted, and for the use, storage, treatment, transportation, release, emission 
and disposal of Hazardous Material used or produced by or otherwise relating to its business, (ii) all such 
Environmental Permits are in good standing and in full force and effect or, where applicable, a renewal application 
has been timely filed, is pending and agency approval is expected to he obtained, and (iii) the Company and its 
Subsidiaries are in compliance with all terms and conditions of all such Environmental Permits. 

(c) For purposes of this Agreement, the following terms shall have the following meanings: 

“Environmental Claim” shall mean any and all administrative, regulatory or judicial actions, suits, 
demands, demand letters, directives, orders, claims, liens, investigations, requests for information, proceedings, 
or written notices of noncompliance or violation by any person (including any Governmental Entity) alleging 
liability or potential liability arising out of, based on or resulting from (i) the presence, release or disposal or 
threatened release or disposal, of any Hazardous Material at any location, (ii) any violation or alleged violation 
of any Environmental Law or permit thereunder, or (iii) any and all claims by any third party seeking damages, 
contribution, indemnification, cost recovery, compensation or injunctive relief resulting from exposure to or the 
presence, release, or disposal or threat thereof of any Hazardous Material. 
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“Environmental Law” means any Applicable Law, regulation, code, license, permit, order, judgment, 
decree or injunction promulgated by any Governmental Entity, (i) for the protection of human health or the 
environment (including air, water, soil and natural resources) or (ii) regulating the use, storage, handling, release 
or disposal of any chemical, material, waste or hazardous substance. 

Environmental Law, including petroleum products and byproducts, asbestos and polychlorinated biphenyls. 

SECTION 3.14 Inielleciual Propery. Except for such matters that, individually or in the aggregate, have not 

“Hazardous Material” means any substance listed, defined, designated or regulated pursuant to any 

had and are not reasonably likely to have a Company Material Adverse Effect and except as disclosed in the 
Company Reports filed prior to the date of this Agreement: (i) the Company and each of its Subsidiaries owns, or is 
licensed to use (in each case, free and clear of any Lien), all Intellectual Property used in or necessary for the conduct 
of its business as currently conducted; (ii) the use of any Intellectual Property by the Company and its Subsidiaries 
does not infringe on or otherwise violate the rights of any person; (iii) to the knowledge of the Company, no person is 
challenging, infringing on or otherwise violating any right of the Company or any of its Subsidiaries with respect to 
any Intellectual Property owned by and/or licensed to the Company or any of its Subsidiaries; and (iv) neither the 
Company nor any of its Subsidiaries has received any notice or otherwise has knowledge of any pending Action with 
respect to any Intellectual Property used by the Company or any of its Subsidiaries. For purposes of this Agreement, 
“Intellectual Property” shall mean trademarks, service marks, brand names, certification marks, trade dress and 
other indications of origin, the goodwill associated with the foregoing and registrations in any jurisdiction of, and 
applications in any jurisdiction to register, the foregoing, including any extension, modification or renewal of any 
such registration or application; inventions and discoveries, whether patentable or not, in any jurisdiction; patents, 
applications for patents (including divisions, continuations, continuations in part and renewal applications), and any 
renewals, extensions or reissues thereof, in any jurisdiction; trade secrets and confidential information and rights in 
any jurisdiction to limit the use or disclosure thereof by any person; writings and other works, whether copyrightable 
or not, in any jurisdiction, and any and all copyright rights, whether registered or not; and registrations or 
applications for registration of copyrights in any jurisdiction, and any renewals or extensions thereof; moral rights, 
database rights, design rights, industrial property rights, publicity rights and privacy rights; and any similar 
intellectual property or proprietary rights. 

reasonably likely to have a Company Material Adverse Effect, no judgment, decree, injunction, ruling, order, writ, 
fine, award, decision, subpoena or determination (collectively, “Orders” ) of any court or other Governmental Entity 
or any arbitrator or other dispute resolution body is outstanding against the Company or any of its Subsidiaries. For 
purposes of this Agreement, “Governmental Entity” means any: (i) nation, state, county, city, town, village, district 
or jurisdiction of any nature; (ii) federal, state, local, municipal, foreign or other government; (iii) governmental or 
quasi-governmental authority of any nature (including any governmental agency, branch, department, official or 
entity and any court or other tribunal); (iv) multi-national governmental or quasi-governmental organization or body; 
or (v) body exercising, or entitled to exercise, any administrative, executive, judicial, legislative, police, regulatory or 
taxing authority or power of any nature. 

course of business, no excess liability or protection and indemnity insurance policy has been canceled by the insurer 
within one year prior to the date of this Agreement, and no written threat has been made to cancel (excluding 
cancellation upon expiration or failure to renew) any such insurance policy of the Company or any of its Subsidiaries 
during the period of one year prior to the date of this Agreement. 

SECTION 3.17 No Brokers. No agent, broker, investment banker, financial advisor or other firm or person is or 
will be entitled to any broker’s or finder’s fee or any other similar commission or fee in connection with the 
negotiations leading to this Agreement or the consummation of the transactions contemplated hereby, based upon any 
arrangement made by or on behalf of the Company, except Houlihan Lokey Howard & Zukin Capital, Inc. 
( “Hnulihan Lokey”), the fees and expenses ofwhich shall be paid by the Company in accordance with the 
Company’s agreement with Houlihan Lokey, a hue and complete copy of which has been provided to Parent 

of Houlihan Lokey to the effect that, subject to various assumptions, qualifications and limitations, as of the 

SECTION 3.15 Orders. Except for such Orders that, individually or in the aggregate, have not bad and are not 

SECTION 3.16 Insurance. Excluding insurance policies that have expired and been replaced in the ordinary 

SECTION 3. I8 Opinion of Financial Advisor. The Board of Directors of the Company has received the opinion 
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date of the opinion the Exchange Ratio is fair, from a financial point of view, to the holders of Company Common 
Stock. The Company shall provide Parent (solely for informational purposes) a true and complete copy of such 
opinion promptly following the date of this Agreement. 

SECTION 3.19 Board Approval. The Company’s Board of Directors, by resolutions duly adopted at a meeting 
duly called and held, has (i) determined that this Agreement and the Merger are advisable and in the best interests of 
the Company and its stockholders, (ii) approved this Agreement and the Merger and (iii) recommended that the 
stockholders of the Company adopt this Agreement and approve the Merger and directed that this Agreement and the 
transactions contemplated hereby be submitted for consideration by the Company’s stockholders at the Company’s 
Stockholders Meeting. 

SECTION 3.20 Parent Stock Ownership. Neither the Company nor any of its Subsidiaries owns any shares of 
capital stock of Parent or any other securities convertible into or othenvise exercisable to acquire shares of capital 
stock of Parent or has the right to acquire or vote such shares under any agreement, arrangement or understanding, 
whether or not in writing, nor does it have any agreement, arrangement or understanding, whether or not in writing, 
for the purpose of acquiring, holding, voting or disposing of such shares or other securities. The Company is not an 
“interested stockholder” (within the meaning of Section 203 of the Delaware General Corporation Law) with respect 
to Parent and has not, within the last three years, been an “interested stockholder” with respect to Parent. 

Company Common Stock to adopt this Agreement and approve the Merger (the “Company Stockholder 
Approval”) is the only vote of the holders of any class or series of capital stock of the Company necessary to adopt 
this Agreement and approve the Merger and the other transactions contemplated hereby. 

SECTION 3.21 Vote Required. The affirmative vote of the holders of a majority of the outstanding shares of 

SECTION 3.22 Certain Contracts . 

(a) Except for this Agreement and except as filed as an exhibit to the Company Reports, neither the Company 
nor any of its Subsidiaries is a party to or hound by any “material contract” (as such term is defined in item 601(h) 
(IO) of Regulation S-K of the SEC) (all contracts of the type described in this Section 3.22(a) , together with all 
material ordinances by, and material agreements with, municipalities pursuant to which the Company or any of its 
subsidiaries has been granted a gas or electric franchise, being referred to herein as the “Company Material 
Contracts” ). 

has performed all obligations required to be performed by it  to date under each Company Material Contract to which 
it is a party, except where such failure to he in full force and effect or such failure to perform, individually or in the 
aggregate, has not had and is not reasonably likely to have a Company Material Adverse Effect. Except for such 
matters that, individually or in the aggregate, have not had and are not reasonably likely to have a Company Material 
Adverse Effect, neither the Company nor any of its Subsidiaries (i) knows of, or has received written notice of, any 
breach of or violation or default under (nor, to the knowledge of the Company, does there exist any fact, condition or 
circumstance which with the passage of time or the giving of notice or both would result in such a violation or 
default under) any Company Material Contract, or (ii) has received written notice of the desire of the other party or 
parties to any such Company Material Contract to exercise any rights such party has to cancel, terminate or repudiate 
such contract or exercise remedies thereunder. 

(c) (i) All contracts, whether or not Company Material Contracts, to which the Company or any of its 
Subsidiaries is a party have been approved or reviewed by the FPSC to the extent such approval or review is required 
and (ii) all costs under any gas or electric contract to which the Company or any of its Subsidiaries is a party are 
currently being passed through to customers thereof. 

and are not reasonably likely to have a Company Material Adverse Effect, neither the Company nor any of its 
Subsidiaries (i) is a party to or hound by any derivative contract or instrument, or (ii) is a party to or bound by any 
non-competition agreement or any other agreement or arrangement that would, after the Effective Time, limit or 
restrict Parent or any of its Subsidiaries (including the Surviving Corporation) or any successor thereto, from 
engaging or competing in any line of business or in any geographic area. 

(b) Each Company Material Contract is in full force and effect, and each of the Company and its Subsidiaries 

(d) Except for such contracts, agreements and arrangements that, individually or in the aggregate, have not had 
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SECTION 3.23 Takeover Statutes: Rights Plans. Assuming the accuracy of the representations of Parent in 
Section 4.20 hereof, the execution, delivery and performance of this Agreement and the consummation of the 
transactions contemplated hereby will not cause to be applicable to the Merger the restrictions on “business 
combinations” set forth in Sections 607.0901 and 607.0902 of the FBCA or any state anti-takeover law (a “Takeover 
Statute” ). Neither the Company nor any of its Subsidiaries has any preferred share purchase rights plan or similar 
rights plan in effect. 

SECTION 3.24 Properties 

(a) The Company and its Subsidiaries have, free and clear of all mortgages, deeds of trust, liens, security 
interests, pledges, leases, conditional sale contracts, charges, privileges, easements, rights of way, reservations, 
options, rights of first refusal and other encumbrances (collectively, “Liens” ) except for Permitted Liens, title to or 
valid leasehold interests in the inventory, equipment and other tangible and intangible property used or held for use 
in the conduct of their respective businesses, in each case as necessary to permit the Company and its Subsidiaries to 
conduct their respective businesses as currently conducted in all material respects. 

(b) Each of the Company and its Subsidiaries has complied in all material respects with the terms of all leases to 
which it is a party or under which it is in occupancy and all leases to which the Company or any of its Subsidiaries is 
a party or under which it is in occupancy are in full force and effect. Each of the Company and its Subsidiaries enjoys 
peaceful and undisturbed possession of the properties or assets purported to be leased under its leases, except where 
the failure to have such possession has not had and is not reasonably likely to have a Company Material Adverse 
Effect. 

(c) Neither the Company nor any of its Subsidiaries has violated the terms of any easement, right-of-way, 
prescriptive right or way of necessity, whether or not of record (an “Easement”), except any such violations that, 
individually or in the aggregate, have not had and are not reasonably likely to have a Company Material Adverse 
Effect. Except as would not reasonably be likely to have a Company Material Adverse Effect, all Easements in favor 
of the Company or any of its Subsidiaries are valid and enforceable and grant the rights purported to be granted 
thereby and all rights necessary thereunder for the operation of the respective businesses of the Company and its 
Subsidiaries. There are no spatial gaps in the Easements in favor of the Company or any of its Subsidiaries that 
would reasonably be likely to have a Company Material Adverse Effect and all parts of the pipeline assets which 
constitute a portion of the assets of the Company or any of its Subsidiaries are located either on property which is 
owned in fee by the Company or one of its Subsidiaries or on property which is subject to an Easement in favor of 
the Company or one of its Subsidiaries. Neither the Company nor any of its Subsidiaries has received any notice 
from any person disputing or challenging its ownership of any fee interests or Easement, other than disputes or 
challenges that have not had or are not reasonably likely to have a Company Material Adverse Effect. 

inclusion or incorporation by reference in (i) the Joint Proxy StatemenWF’rospectus to be filed by the Company and 
Parent with the SEC, and any amendments or supplements thereto, or (ii) the Form S-4 to be filed by Parent with the 
SEC in connection with the Merger, and any amendments or supplements thereto, will, at the respective times such 
documents are filed, and, in the case of the Joint Proxy StatemenWF’rospectus, at the time the Joint Proxy 
StatemenWF’rospectus or any amendment or supplement thereto is first mailed to the respective stockholders of the 
Company and Parent, at the time of the Company Stockholder Approval and the Parent Stockholder Approval and at 
the Effective Time, and, in the case of the Form S-4, when it becomes effective under the Securities Act, contain any 
untrue statement of a material fact or omit to state any material fact required to be made therein or necessary in order 
to make the statements made therein, in light of the circumstances under which they were made, not misleading. 

SECTION 3.26 Regulato!y Proceedings. Neither the Company nor any of its Subsidiaries all or part of whose 
rates or services are regulated by a Governmental Entity (i) has rates which have been or are being collected subject 
to refund, pending final resolution of any rate proceeding pending before a Governmental Entity or on appeal to the 
courts or (ii) is a party to any rate proceeding before a Governmental Entity or on appeal from Orders of a 
Governmental Entity which could result in Orders having a Company Material Adverse Effect. The reserves of the 
Company and its Subsidiaries for any pending refund(s) described above in clause (i) are set forth in the Company 
Reports and are properly calculated and adequate. Section 3.26 of the Company Disclosure Schedule lists all 
(A) pending rate proceedings involving the Company or any of its Subsidiaries before a Governmental Entity or on 

SECTION 3.25 Information Supplied. None of the information supplied or to be supplied by the Company for 
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appeal to the courts and identifies the status thereof, and (B) closed rate proceedings involving the Company or any 
of its Subsidiaries before a Governmental Entity since January 1, 2007, and the resolution thereof. 

SECTION 3.27 No Other Representations or Warranries. Except for the representations and warranties made 
by the Company in this Article 3 , neither the Company nor any other person makes any representation or warranty 
with respect to the Company or its Subsidiaries or their respective business, operations, assets, liabilities, condition 
(financial or otherwise) or prospects, notwithstanding the delivery or disclosure to Parent or any of its affiliates or 
representatives of any documentation, forecasts or other information with respect to any one or more of the 
foregoing. 

an opportunity to discuss the business of Parent and its Subsidiaries with the management of Parent, (h) has had 
reasonable access to (i) the books and records of Parent and its Subsidiaries and (ii) the electronic dataroom 
maintained by the Company through Bryan Cave, LLP for purposes of the transactions contemplated hereby, (c) has 
been afforded the opporhmity to ask questions of and receive answers from officers of Parent, and (d) has conducted 
its own independent investigation of Parent and its Subsidiaries, their respective businesses and the transactions 
contemplated hereby, and has not relied on any representation, warranty or other statement by any person on behalf 
of Parent or any of its Subsidiaries, other than the representations and warranties of Parent expressly contained in 
Article 4 and the representations and warranties of Parent and Merger Sub expressly contained in Article 5 and that 
all other representations and warranties are specifically disclaimed. Without limiting the foregoing, as part of its 
investigation of Parent, the Company has been given financial information, cost estimates, forecasts, projections and 
information, both in writing and orally, with respect to Parent by Parent or its agents and representatives. The 
Company acknowledges that there are uncertainties inherent in any such projections, predictions and forecasts, and 
the Company is familiar with such uncertainties. The Company has made its own evaluation of all such information 
and acknowledges that none of Parent’s officers, directors, employees, affiliates, representatives and agents is 
making any representations or warranties with respect to such information and that neither Parent nor any of its 
Subsidiaries is making any representations or warranties with respect to such information except, in the case of 
Parent, for the specific representations made by Parent in Arricle 4 and, in the case of Parent and Merger Sub, the 
specific representations made by Parent and Merger Sub in Article 5 . 

SECTION 3.28 Access to Information; Disclaimer. The Company acknowledges and agrees that it (a) has had 

ARTICLE 4 

REPRESENTATIONS AND WARRANTIES OF PARENT 

Except (i) as set forth in the disclosure schedule dated the date of this Agreement and delivered to the Company. 
by Parent concurrently with the execution and delivery of this Agreement (the “Parent Disclosure Schedule” ) and 
making reference to the particular section or subsection of this Agreement to which exception is being taken 
(provided that any information set forth in one section or subsection of the Parent Disclosure Schedule will be 
deemed to apply to each other section or subsection of the Parent Disclosure Schedule to which its relevance is 
reasonably apparent) or (ii) to the extent the qualifying nature of such disclosure is readily apparent therefrom, as 
disclosed in the Parent Reports filed on or after January 1, 2007 and prior to the date hereof, Parent represents and 
warrants to the Company as follows: 

validly existing and in good standing under the laws of the State of Delaware. Parent is duly qualified to do business 
and, to the extent such concept or a similar concept exists in the relevant jurisdiction, is in good standing under the 
laws of any jurisdiction in which the character of the properties owned or leased by it therein or in which the 
transaction of its business requires such qualification, except where the failure to be so qualified or in good standing, 
individually or in the aggregate, has not had and is not reasonably likely to have a Parent Material Adverse Effect. 
Parent has all requisite corporate power and authority to own, operate and lease its properties and to carry on its 
business as now conducted. The copies of the certificate of incorporation and bylaws of Parent attached to the Parent 
Disclosure Schedule are true and complete copies of such documents as currently in effect 

authority to execute and deliver this Agreement and to consummate the transactions contemplated by this 

SECTION 4.1 Existence; Good Standing; Corporate Authority. Parent is a corporation duly incorporated, 

SECTION 4.2 Authorization, Validity and Eflkct ojAgreement. Parent has the requisite corporate power and 
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Agreement, subject in the case of consummation of the Merger and the issuance of the shares of Parent Common 
Stock to be issued in the Merger pursuant to Section 1.9 (the “Share Issuance” ) to obtaining the Parent Stockholder 
Approval. The execution and delivery of this Agreement and the consummation by Parent of the transactions 
contemplated hereby have been duly authorized by all requisite corporate action on behalf of Parent, other than in the 
case of consummation of the Merger and the Share Issuance obtaining the Parent Stockholder Approval. Parent has 
duly executed and delivered this Agreement and, assuming due authorization, execution and delivery hereof by the 
other parties hereto, this Agreement constitutes a valid and legally binding obligation of Parent, enforceable against 
Parent in accordance with its terms, subject to applicable bankruptcy, insolvency, fraudulent transfer, reorganization, 
moratorium or other similar laws relating to creditors’ rights and general principles of equity. 

Common Stock, par value $0.4867 per share, and 2,000,000 shares of preferred stock, par value $0.01 per share 
( “Parent Preferred Stock”), of which 200,000 shares have been designated as Series A Participating Cumulative 
Preferred Stock, par value $0.01 per share. As of the Cut-off Time, there were (i) 6,840,358 outstanding shares of 
Parent Common Stock, (ii) 1,110,392 shares of Parent Common Stock reserved for issuance upon vesting of 
outstanding equity awards as set forth in Section 4.3 ofthe Parent Disclosure Schedule (collectively, “Parent Equity 
Awards” ), (iii) 94,711 outstanding shares of Parent Common Stock reserved for issuance upon conversion of 
Parent’s 8.25% convertible debentures due 2014 and (iv) no outstanding shares of Parent Preferred Stock. Since the 
Cut-off Time, no additional shares of Parent Common Stock have been issued (other than pursuant to Parent Equity 
Awards which were outstanding as of the Cut-off Time and are included in the number of shares of Parent Common 
Stock reserved for issuance upon vesting of outstanding Parent Equity Awards in clause (ii) above), no additional 
Parent Equity Awards have been issued or granted, and there bas been no increase in the number of shares of Parent 
Common Stock issuable upon exercise of the Parent Equity Awards from those issuable under such Parent Equity 
Awards as of the Cut-off Time. All issued and outstanding shares of Parent Common Stock are duly authorized, 
validly issued, fully paid, nonassessable and free of preemptive rights. There are no options, warrants, calls, 
subscriptions, Convertible securities or other rights, agreements or commitments which obligate Parent or any of its 
Subsidiaries to issue, transfer, sell or register any shares of capital stock or other securities of Parent or any of its 
Subsidiaries other than (A) the Parent Equity Awards, which are listed on Section 4.3 of the Parent Disclosure 
Schedule, (B) the Rights Agreement, dated August 20, 1999, between Parent and Computershare Trust Company, 
N.A (as amended to date, the “Rights Agreement” ) and (C) the 8.25% convertible debentures due 2014. There are 
no outstanding obligations of Parent or any of its Subsidiaries to repurchase, redeem or otherwise acquire any shares 
of capital stock of Parent or any of its Subsidiaries. Except for the Parent Equity Awards, there are no outstanding 
stock appreciation rights, security-based performance units, “phantom” stock or other security rights or other 
agreements or arrangements pursuant to which any person is or may be entitled to receive any payment or other value 
based on the revenues, earnings or financial performance, stock price performance or other attribute of Parent or any 
of its Subsidiaries or assets or calculated in accordance therewith (other than payments or commissions to employees 
or agents of Parent or any of its Subsidiaries in the ordinary course of business consistent with past practices). Parent 
has no outstanding bonds, debentures, notes or other obligations the holders of which have the right to vote (or, other 
than the 8.25% convertible debentures due 2014, which are convertible into or exercisable for securities having the 
right to vote) with the stockholders of Parent on any matter. There are no voting trusts or other agreements or 
understandings to which Parent is a patty with respect to the voting of capital stock of Parent. 

validly existing and in good standing under the laws of its jurisdiction of incorporation or organization. Each of the 
Parent’s Subsidiaries is duly qualified to do business and, to the extent such concept or a similar concept exists in the 
relevant jurisdiction, is in good standing under the laws of any jurisdiction in which the character of the properties 
owned or leased by it therein or in which the transaction of its business requires such qualification, except where the 
failure to be so qualified or in good standing, individually or in the aggregate, has not had and is not reasonably 
likely to have a Parent Material Adverse Effect. Each of the Parent’s Subsidiaries has all requisite corporate or other 
entity power and authority to own, operate and lease its properties and to carry on its business as it is now conducted. 
Parent has made available to the Company true and complete copies of each such Subsidiary’s articles or certificate 
of incorporation and bylaws, as currently in effect. As of the date of this Agreement, all of the outstanding shares of 
capital stock of, or other ownership interests in, each of Parent’s Subsidiaries are duly authorized, validly issued, 
fully paid and nonassessable, and are owned, directly or indirectly, by Parent free and 

SECTION 4.3 Capitalizafion. The authorized capital stock of Parent consists of 12,000,000 shares of Parent 

SECTION 4.4 Subsidiaries. Each of Parent’s Subsidiaries is a corporation or other legal entity duly organized, 
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clear of all Liens (including any restriction on the right to vote, sell or otherwise dispose of such capital stock or 
other ownership interests), except for restrictions imposed by law. 

have not had and are not reasonably likely to have a Parent Material Adverse Effect: 
SECTION 4.5 Compliance with Laws; Permits. Except for such matters that, individually or in the aggregate, 

(a) Since January 1,2007, neither Parent nor any of its Subsidiaries has violated or received any notice of 
violation with respect to, any Applicable Law, and no Action is pending or, to the knowledge of Parent, 
threatened with respect to any such matter. 

(b) Parent and its Subsidiaries hold all permits, waivers, licenses, certifications, orders, franchises, 
approvals, consents, qualifications and authorizations of all Governmental Entities or pursuant to any Applicable 
Law necessary for the lawful conduct of their respective businesses (collectively, the “Parent Permits” ). All 
Parent Permits are in full force and effect. Since January 1, 2007, (i) neither Parent nor any of its Subsidiaries 
has violated or received any written notice of violation with respect to any Parent Permit and (ii) to the 
knowledge of Parent, no Governmental Entity has taken or threatened to take any action to terminate, cancel, 
amend or reform any material Parent Permit. 

SECTION 4.6 Nu Conflict 

(a) The execution and delivery of this Agreement by Parent does not and will not, and the consummation by 
Parent of the Merger and the other transactions contemplated hereby will not (i) conflict with or result in a breach or 
violation of any provision of the certificate or articles of incorporation or bylaws of Parent or any of its Subsidiaries; 
(ii) violate, conflict with, result in a breach of any provision of, constitute a default (or an event which, with notice or 
lapse of time or both, would constitute a default) under, result in the termination or in a right of termination or 
cancellation of, or result in the creation of any Lien upon any of the properties of Parent or any of its Subsidiaries 
under, any of the terms, conditions or provisions of any Parent Material Contract; or (iii) subject to the filings and 
other matters referred to in Section 4.6(b) and obtaining the Parent Stockholder Approval, contravene or conflict 
with, or constitute a violation of any provision of, or trigger any liability or obligation under, any Applicable Law, 
Order or Parent Permit binding upon or applicable to Parent or any of its Subsidiaries, other than, in the case of 
clauses (ii) and (iii), any such violations, conflicts, breaches, defaults, terminations, cancellations, liabilities, 
obligations, Liens or contraventions, that, individually or in the aggregate, have not had and are not reasonably likely 
to have a Parent Material Adverse Effect. 

(h) Neither the execution and delivery of this Agreement by Parent or Merger Sub nor the consummation by 
either of them of the Merger and the other transactions contemplated hereby will require Parent, Merger Sub or any 
of Parent’s Subsidiaries to obtain any consent, approval, authorization, order or declaration of, provide any 
notification to, or make any filing or registration with, any Governmental Entity, other than (i) filings and any 
approval required under the HSR Act, (ii) the filing with and, to the extent required, the declaration of effectiveness 
by, the SEC of (A) the Joint Proxy Statement Prospectus pursuant to the Exchange Act, (B) the S-4 and (C) reports 
required under the Exchange Act, (iii) such filings and approvals as may he required by any applicable state 
securities or “blue sky” law in connection with the transactions contemplated hereby (the “Blue Sky Approvals” ), 
(iv) such filings with and approvals of the NYSE to approve and authorize for listing the shares of Parent Common 
Stock to be issued in the Merger pursuant to Section 1.9 (the “NYSE Approval”), (v) the filing of the Articles of 
Merger with the Department of State of the State of Florida and the filing of appropriate documents with the relevant 
authorities of other states in which Parent is qualified to do business, and (vi) to the extent required, notice to and the 
approval of (X) the FPSC, (Y) the Delaware Public Service Commission (the “DPSC” ) and (Z) the Maryland Public 
Service Commission (the “MPSC” ), except for any consent, approval, qualification, authorization, order or 
declaration as to which the failure to obtain, and for any notification, filing or registration as to which the failure to 
make, has not had and is not reasonably likely to have a Parent Material Adverse Effect. Notifications and approvals 
required under or in relation to clause (vi), collectively with the Company FPSC Approval, are hereinafier referred to 
as the “Utility Approvals.” Consents, approvals, authorizations, orders, declarations, notifications, filings and 
registrations required under or in relation to any of the foregoing clauses (i) through (vi), collectively with the 
Company Consents, are hereinafter referred to as the ‘‘Specified Consents.” 
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(c) This Agreement, the Merger and the transactions contemplated hereby do not, and will not, upon 
consummation of such transactions, result in any “change of control” or similar triggering event under any (i) Parent 
Material Contract, (ii) Parent Benefit Plan, which, in the case of either clause (i) or (ii), gives rise to rights or benefits 
not otherwise available absent such change of control or similar triggering event and requires either a cash payment 
or an accounting charge in accordance with GAAP, or (iii) material Parent Permit. 

SECTION 4.7 SECDocumenis and Compliance 

(a) Parent and its Subsidiaries have filed with the SEC all documents (including exhibits and any amendments 
thereto) required to be filed by them since December 31,2006 (each registration statement, prospectus, report, 
schedule, form, proxy statement, information statement or other document (other than preliminary materials) so filed, 
each in the form (including exhibits and any amendments thereto) filed with the SEC, collectively, the “Parent 
Reports” ). No Subsidiary of Parent is required to file any form, report, registration statement or prospectus or other 
document with the SEC. As of its respective date, each Parent Report (i) complied in all material respects with the 
applicable requirements of the Exchange Act or the Securities Act, as the case may be, and the rules and regulations 
thereunder and (ii) did not contain any untrue statement of a material fact or omit to state a material fact required to 
be stated therein or necessary to make the statements made therein, in the light of the circumstances under which they 
were made, not misleading, except for any statements in any Parent Report that have been modified by an 
amendment to such report filed with the SEC prior to the date hereof. Each of the consolidated balance sheets 
included in or incorporated by reference into the Parent Reports (including related notes and schedules) complied as 
to form in all material respects with the applicable accounting requirements and the published rules and regulations 
of the SEC with respect thereto and fairly presents in all material respects the consolidated financial position of 
Parent and its Subsidiaries (or such entities as indicated in such balance sheet) as of its date, and each of the 
consolidated statements of operations, cash flows and changes in stockholders’ equity included in or incorporated by 
reference into the Parent Reports (including any related notes and schedules) fairly presents in all material respects 
the results of operations, cash flows or changes in stockholders’ equity, as the case may be, of Parent and its 
Subsidiaries (or such entities as indicated in such balance sheet) for the periods set forth therein (subject, in the case 
of unaudited statements, to (x) such exceptions as may be permitted by Form IO-Q of the SEC and (y) normal, 
recurring year-end audit adjustments which are not material in the aggregate), in each case in accordance with GAAP 
consistently applied during the periods involved, except as may be noted therein. 

(b) There are no liabilities or obligations of Parent or any of its Subsidiaries of any nature (whether accrued, 
absolute, contingent or otherwise) that would be required to be reflected on, or reserved against in, a consolidated 
balance sheet of Parent and its Subsidiaries or in the notes thereto prepared in accordance with GAAP consistently 
applied, other than (i) liabilities and obligations incurred in the ordinary course of business, (ii) liabilities or 
obligations that, individually or in the aggregate, have not had and are not reasonably likely to have a Parent Material 
Adverse Effect and (iii) liabilities or obligations incurred under this Agreement or in connection with the transactions 
contemplated hereby. 

(c) Since the enactment of the Sarbanes-Oxley Act, Parent has been and is in compliance in all material respects 
with the applicable provisions of the Sarbanes-Oxley Act. Parent has established and maintains disclosure controls 
and procedures and internal control over financial reporting (as such terms are defined in paragraphs (e) and (0, 
respectively, of Rule 13a-15 under the Exchange Act) as required by Rule 13a-15 under the Exchange Act. Parent’s 
disclosure controls and procedures are reasonably designed to ensure that all material information required to be 
disclosed by Parent in the reports that it files under the Exchange Act are recorded, processed, summarized and 
reported within the time periods specified in the rules and forms of the SEC, and that all such material information is 
accumulated and communicated to the management of Parent as appropriate to allow timely decisions regarding 
required disclosure and to make the certifications required pursuant to Sections 302 and 906 of the Sarbanes-Oxley 
Act. Parent has disclosed, based on its most recent evaluations, to Parent’s outside auditors and the audit committee 
of the board of directors of Parent (A) all significant deficiencies in the design or operation of its internal control over 
financial reporting (as defined in Rule 13a-15(0 ofthe Exchange Act) and any material weaknesses that have more 
than a remote chance to materially adversely affect Parent’s ability to record, process, summarize and report financial 
data and (B) any fraud, whether or not material, that involves management or other employees who have a significant 
role in Parent’s internal control over financial reporting. 
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(d) All filings required to be made by Parent or any of its Subsidiaries with FERC and the applicable state public 
utility commissions (including, to the extent required, the FPSC, DPSC and the MPSC), as the case may be, 
including all reports and financial information have been made and all such filings complied, as of their respective 
dates, with all requirements of the applicable statutes and the d e s  and regulations, except for filings the failure of 
which to make or the failure ofwhich to be so in compliance, individually or in the aggregate, have not had and are 
not reasonably likely to have a Parent Material Adverse Effect. 

any of its Subsidiaries or any of their respective properties, that, individually or in the aggregate, have had or are 
reasonably likely to have a Parent Material Adverse Effect. Section 4.8 ofthe Parent Disclosure Schedule lists all 
Actions pending or, to the knowledge of Parent, threatened, against Parent or any of its Subsidiaries. 

SECTION 4.9 Absence of Cerlain Changes. Since December 31,2008, (i) there has not been a Parent Material 
Adverse Effect and there have not been any changes, circumstances or events that, individually or in the aggregate, 
would reasonably he likely to have a Parent Material Adverse Effect, and (ii) except for actions taken in connection 
with this Agreement or the transactions contemplated hereby, Parent and its Subsidiaries have conducted their 
respective businesses only in the ordinary course. 

SECTION 4.8 Litigation. There are no Actions pending or, to Parent’s knowledge, threatened, against Parent or 

SECTION 4.10 Taxes. 

(a) Except for such matters that, individually or in the aggregate, have not had and are not reasonably likely to 
have a Parent Material Adverse Effect, all Returns required to be filed by or with respect to Parent or any of its 
Subsidiaries (including any Return required to he filed by an affiliated, consolidated, combined, unitary or similar 
group that included Parent or any of its Subsidiaries) have been properly filed on a timely basis with the appropriate 
Governmental Entities, and all taxes that have become due (regardless of whether reflected on any Return) have been 
duly paid or deposited in full on a timely basis or adequately reserved for in accordance with GAAP. All such 
Returns tiled by Parent are hue, correct and complete in all material respects. 

with regard to any tax or Retum of Parent or any of its Subsidiaries as to which any taxing authority has asserted any 
claim; and (ii) neither Parent nor any of its Subsidiaries has any liability for any tax under Treasury 
Regulation Section 1.1502-6 or any similar provision of any other tax law, except for taxes of the affiliated group of 
which Parent or any of its Subsidiaries is the common parent, within the meaning of Section 1504(a)(l) ofthe Code 
or any similar provision of any other tax law. Neither Parent nor any of its Subsidiaries has granted any request, 
agreement, consent or waiver to extend any period of limitations applicable to the assessment of any tax upon Parent 
or any of its Subsidiaries. Neither Parent nor any of its Subsidiaries is a party to any closing agreement described in 
Section 7121 of the Code or any predecessor provision thereof or any similar agreement under any tax law. Neither 
Parent nor any of its Subsidiaries is a party to, is bound by or has any obligation under any tax sharing, allocation or 
indemnity agreement or any similar agreement or arrangement. Since December 31,2005, Parent has not made or 
rescinded any election relating to taxes or sealed or compromised any claim, action, suit, litigation, proceeding, 
arbitration, investigation, audit or controversy relating to any tax, or, except as may be required by Applicable Law, 
made any change to any of its methods of reporting income or deductions for federal income tax purposes from those 
employed in the preparation of its most recently filed federal Returns. Parent has not engaged in any “listed 
transaction” within the meaning of Treasury Regulation Section 1.601 1-4. Neither Parent nor any of its Subsidiaries 
has been a “controlled corporation” or a “distributing corporation” in any distribution that was purported or intended 
to be governed by Section 355 of the Code (or any similar provision of state, local or foreign law) (i) occurring 
during the two-year period ending on the date hereof or (ii) that otherwise constitutes part of a “plan” or “series of 
related transactions” (within the meaning of Section 355(e) of the Code) that includes the Merger. 

(c) No claim has ever been made by an authority in a jurisdiction where Parent or any of its Subsidiaries does 
not file Returns that Parent or any of its Subsidiaries is or may be subject to taxation by that jurisdiction. There are no 
Liens for taxes (other than taxes not yet due and payable) upon any of the assets of Parent or any of its Subsidiaries. 

(b) (i) No audit or other administrative or court proceeding is presently pending with any Governmental Entity 
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(d) Parent and its Subsidiaries have withheld and paid all material taxes required to have been withbzld and paid 
in connection with any amount paid or owing to any employee, independent contractor, creditor, stockholder or other 
third party. 

Returns filed with respect to any of Parent or its Subsidiaries for taxable periods ended on or after December 3 I, 
2006, identifies those Returns that have been audited since December 31,2004, and identifies those Returns that 
currently are the subject of audit. Parent has made available to the Company correct and complete copies of all 
federal income tax Returns, examination reports, and statements of deficiencies assessed or proposed to be assessed 
against or agreed to by Parent or any of its Subsidiaries filed or received since December 3 1,2006. 

( f )  Neither Parent nor any of its subsidiaries is a party to any agreement, contract, arrangement or plan that has 
resulted or could result, separately or in the aggregate, in the payment of any amount that will not be fully deductible 
as a result of Section 162(m) of the Code (or any corresponding provision of state, local or foreign tax law). Neither 
Parent nor any of its Subsidiaries has been aUnited States real property holding corporation within the meaning 
Section 897(c)(2) of the Code during the applicable period specified in Section 897(c)(l)(A)(ii) ofthe Code. Each of 
Parent and its Subsidiaries has disclosed on its federal income tax Returns all  positions taken therein that could give 
rise to a substantial understatement of federal income tax within the meaning Section 6662 of the Code. 

(9) The unpaid taxes of Parent and its subsidiaries (i) did not, as of the most recent fiscal month end for Parent, 
exceed the reserve for tax liability (other than any reserve for deferred taxes established to reflect timing differences 
between hook and tax income) set forth on the face of the most recent balance sheet of Parent (other than in any notes 
thereto) included in a Parent Report and (ii) do not exceed that reserve as adjusted for the passage of time through the 
Closing Date in accordance with the past custom and practice of Parent and its Subsidiaries in filing their Retnms. 
Since the date of the most recent balance sheet of Parent included in a Parent Report, neither Parent nor any of its 
subsidiaries has incurred any liability for taxes arising from extraordinary gains or losses, as that term is used in 
GAAP, outside the ordinluy conrse of business consistent with past custom and practice. 

(e) Section 4.10(e) of the Parent Disclosure Schedule lists all  federal, state, local, and foreign income tax 

SECTION 4.1 I 

(a) Section 4.11(u) of the Parent Disclosure Schedule contains a true and complete list of all  Parent Benefit 
Plans. The term “Parent Benefit Plans” means all material employee benefit plans and other benefit arrangements, 
including all material “employee benefit plans” as defined in Section 3(3) of ERISA, whether or not 
U.S.-based plans, and all other material employee benefit, bonus, incentive, deferred compensation, stock option (or 
other equity-based), severance, employment, change in control, welfare (including post-retirement medical and life 
insurance) and fringe benefit plans, practices or agreements, whether or not subject to ERISA or U.S.-based and 
whether written or oral, sponsored, maintained or contributed to or required to be contributed to by Parent or any of 
its Subsidiaries or ERISA Affiliates, as described below, or to which Parent or any of its Subsidiaries or ERISA 
Affiliates is a party, is or may have any present or future liability, or is required to provide benefits under Applicable 
Laws. Parent has made available to the Company true and complete copies of the Parent Benefit Plans (and where no 
such copy exists, an accurate description thereof) and, if applicable, the most recent trust agreements or other funding 
instruments or arrangements, the most recent Forms 5500 and attached schedules, summary plan descriptions, 
funding statements, the most recent audited financial statements or other annual financial reports, the most recent 
actuarial valuation reports and Internal Revenue Service determination and/or opinion letters, if applicable, for each 
such plan. Parent does not intend to, nor does Parent contemplate taking any actions to, alter, modify, freeze, 
terminate or othenvise amend any Parent Benefit Plan prior to Closing, other than in the ordinary course of business 
consistent with past practice or except as may he required by the Applicable Laws. 

(h) Except for such matters that, individually or in the aggregate, have not had and are not reasonably likely to 
have a Parent Material Adverse Effect, (i) all applicable reporting and disclosure requirements have been met with 
respect to the Parent Benefit Plans; (ii) to the extent applicable, the Parent Benefit Plans comply with the 
requirements of ERISA and the Code or with the regulations of any applicable jurisdiction, and any Parent Benefit 
Plan intended to be qualified under Section 401(a) of the Code has received a favorable determination letter from the 
Internal Revenue Service (or is entitled to rely upon a favorable opinion letter issued by the Internal Revenue 
Service) and nothing bas occurred, whether by action or inaction, that could reasonably be expected to cause the loss 
of such tax qualification; (iii) the Parent Benefit Plans have been maintained and operated in accordance with their 

Employee Benefit Plans , 
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ternis and in compliance with Appl cable Laws, and there x c  nu brcachei of fiduciary duty in conneLtion u i t h  the 
Parent Benefit Pl;ins; (i\ I there are no pending or, to I'arent's knowledge, thru%cn:d claims against or othenvi.ic 
involving any Parent Benefit P h ,  and no Action (excluding routine claiins for benefits incurred 111 the ordinar) 
iourse uil'arent Benefit Plan activiiicsl has h e m  brought against or with respect to any Parent Benefit Plan. ( v i  al l  
inaterial mntributions required to be made to the Parent Hcnefit Plans have been made or provided tur: (\ i )  wi ih  
respect tu any "employee pension benefit plan," as defined in Section 3(2) of ERISA, that i s  stibject to Title IV o i  
kK1S.A and h3i hccn maintained or contributed to within six y e ~ r  prior to thc Effecri\e Time by Parent, i ts  
Subsidiaries or any trade ,n busines, (whether or not incorporated) which IS undcr coninloll coiiirul, or which IS 

treated as a single employer, with Parent or any of i ts  Subsidiaries under Section 4l4(b), rc). (in) or (0) of the Codc 
or Section 4001(h)(l) or4001(3)(14~ of ERISA, neither Parent nor any of its Suhsidiarlcs or ERISA Affiliates hJs 
incurrrd any direct or indirect liability under Title I V  d'EI<ISA in c~innccticin with any termination thcreofor 
\vithdra\\,nl thcrcfrom. N o  "reportable c\'ent" (as such temi i s  dctined in Section 4043 ~ F R I S A )  has occuncd with 
respect to any Parent Benefit Plan 

(21 No Parent Benetit Plan (in.4uding tor such purpose. any einployve bcnefit plan described in Section 3 0 )  of 
ERIS.4 which Parent or 311)' of  i t s  Suhsidiarics or FRIS.4 Afti l iates maintained, sponsored or contributrd io within 
the six-year period preceding the Efic.?i\,e Time) i s  (I) a 'multiemployer plan" (as defined in Section 4001 (al(3, 01' 
t K I s A ) ,  (11) 3 'mult iple employer plan" (within the ine3ning of Section 4 I3(c) o f the  Code) or (iii) subJect to 
Title I \ '  or Section 302 uiEI<ISA ur Section 1 1 2  ofthe Code. Neither the execution ofthis hgrccnient nor the 
consuinmation n i t h e  transactions cnntemplated hereby shall cauIc any payment or bei,dit to iiny employce. officer 
or directur o f  Parent or  any 01'11s Snbsidiari:< to be either subject hi an CYCISC tax or non-deductihlc to Parent under 
Sections 4999 3nd 280G o f  the Code. respccti\,ely, u hether or not sonic other whscqucnt 3ction or :vent n(iuId he 
required to cause *uch payment or benetit tn be triggcred. and the excanion of, and pmbnnance < l i the  transar.tim> 
contemplated by, thls Agreement w i l l  not (either alone or upon the occurrence o f  any adJitiunal or s u h q u e n t  event) 
cnnstitute an event under an) benefit plan, policy, amngcment or agreement or any trust or loan (in connection 
therewithi 11131 wi l l  or inay result in any payment (wliethcr of scvermce pay or othcnr~isc), acicleration. forgi\'en:ss 
of indebtedness, \esting. dihtribuuon, increase in benetitr or obltLatton:. to fund benefits with respect to any 
employee o f  Parent or ai l)  Subsidiary thereol: nor wi l l  the ionsui i i i i iat im ol'thc transactions iuntcmplatcd by this 
Agrccnicnt l imit or restrict the right to termiiiatc any Parent Benefit Plan. 

SI.( Tl<Oh 4. 12 Et>ipbJJ ltli'nl rr,a/ L'rbor .\fdllt~,'V 

(a) Neither Parent nor any of its Subsidiaries is 3 pany to, or bound by. any collc'ctive b3rgaining agrcement or 
similar contr3ct. agreement or understanding \I ith rl labor union or similiir labor organization. To Parent's 
knavledge, thcr: itre no organi7ational efforts with r:spect to the fmnation o f  a collective hargaining unit prebently 
being made or thre3tencd 

h a w  a Parcnt Material Adverse Effect, neither Pxcnt  nor any of i t s  Subsidiaries i s  sub~ecl to, or has uxperienced 
within the past three years, any labor d iqx~tc ,  strike, slowdown, work stoppage or Iocktiiit To thc kno\vledgc o f  
Parent, no lahor dispute, strike. \lo\vdown, work sloppage or IockoLt has been threatened against Parent or any of 11, 
Subsidiaries within the past three years 

(c) Cx;cpr for such matter$ that. individually ur in thc aggregate, h a w  not had and are not rearonahly Ilkely to 
ha\e 3 Parcnt \laterial Adverse Effect, P ~ e n t  is and has been in compliance \virh a l l  Applicahle Laws relating 10 
employment, employment practices, terms and conditions of employmcnt 3nd \\ages and hours, including ERISA, 
the Code. the Immigration Reform 3nd (:ontrol ,\ct, the W A R N  ,\ct, a11 I;iws rcspccting c ~ ~ l l c c l i ~ c  barguning, 
empluyment discriminauon. sc~ual  harassment, disability right> or benefits. equal irpponunity, plant closure issue>. 
aftirmati\,c a;tion, workers' compensation, employee henefits, >evcrance payments, CORRh.  labor relations. 
employee leavc i$sucs, "\vhistlebl,iuerj." wage 3nd hour ,tandards, occupational saict). and health reouirrmenir and 
unemployment insurance 3nd related nrxters. 2nd 15 not engaged in any uniair labor practice. 

reasonably Iikel) td h3ve 3 Parent \larerial , \dwrjc Fffect, (I! neither Parent nor any 0111s Suhdlar ics  has r e x i v c d  
m y  complaint. :hwgc or grievance o f  any unfair Iahor practice or other unlawful :inploymen1 prarlice nr [in) claini 
or notice ofany violation uian!  Applicable Law, including a "U histlehloucr" claiin, arising out o f  the 

(b) Except for such matters that, indi\ idually or in the aggregate, have nut hod and 3rc not reasonably l ikcly to 

(d) Sin ic  Januag I, 2U07, c..xccpt i i r  such m a t t x j  that, Indl\ dual ly o r  in the aggregate,. h3ve not had and arc lint 
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employment of individuals by, or the employment practices of, Parent or any of its Subsidiaries or the work 
conditions or the terms and conditions of employment and wages and hours of their respective businesses, and 
(ii) there are no unfair labor practice complaints, charges, grievances or investigations or other employee-related 
complaints, charges, grievances or investigations against Parent or any of its Subsidiaries pending or, to the 
knowledge of Parent, threatened, before any Governmental Entity by or concerning the employees of Parent or any 
of its Subsidiaries. Section 4.12(d) of the Parent Disclosure Schedule lists all unfair labor practice or other unlawful 
employment practice complaints, charges, grievances, investigations and other employee-related Actions pending or, 
to the knowledge of Parent, threatened, against Parent or any of its Subsidiaries before or by any Governmental 
Entity. 

SECTION 4.13 Environmental Matters , 

(a) Except for such matters that, individually or in the aggregate, have not had and are not reasonably likely to 
have a Parent Material Adverse Effect, (i) Parent and each of its Subsidiaries has been and is in compliance with all 
Environmental Laws, (ii) there have been no Environmental Claims made or, to the knowledge of Parent, threatened, 
against Parent or any of its Subsidiaries, and (iii) to the knowledge of Parent, there are no past or present facts, 
conditions or circumstances at, on or arising out of, or otherwise associated with, any current or former businesses, 
assets or properties (whether owned, operated or leased) of Parent or any of its Subsidiaries which will require 
remediation under any Environmental Law. 

(b) Without limitation ofSeclion 4.5(b). except for such matters that, individually or in the aggregate, have not 
had and are not reasonably likely to have a Parent Material Adverse Effect, (i) Parent and each of its Subsidiaries has 
obtained or applied for all Environmental Permits necessary for the construction of their facilities, the operation of 
their respective businesses, as presently conducted, and for the use, storage, treatment, transportation, release, 
emission and disposal of Hazardous Material used or produced by or otherwise relating to its business, (ii) all such 
Environmental Permits are in good standing and in full force and effect or, where applicable, a renewal application 
has been timely filed, is pending and agency approval is expected to be obtained, and (iii) Parent and its Subsidiaries 
are in compliance with all terms and conditions of all such Environmental Permits. 

had and are not reasonably likely to have a Parent Material Adverse Effect and except as disclosed in the Parent 
Reports filed prior to the date of this Agreement: (i) Parent and each of its Subsidiaries owns, or is licensed to use (io 
each case, free and clear of any Lien), all Intellectual Property used in or necessary for the conduct of its business as 
currently conducted; (ii) the use of any Intellectual Property by Parent and its Subsidiaries does not inhnge on or 
otherwise violate the rights of any person; (iii) to the knowledge of Parent, no person is challenging, infringing on or 
otherwise violating any right of Parent or any of its Subsidiaries with respect to any Intellectual Property owned by 
andlor licensed to the Company or any of its Subsidiaries; and (iv) neither Parent nor any of its Subsidiaries has 
received any notice or otherwise has knowledge of any pending Action with respect to any Intellectual Property used 
by Parent or any of its Subsidiaries. 

reasonably likely to have a Parent Material Adverse Effect, no Order of any court or other Governmental Entity or 
any arbitrator or other dispute resolution body is outstanding against Parent or any of its Subsidiaries. 

SEcTioN 4. I6 Insurance. Excluding insurance policies that have expired and been replaced in the ordinary 
course of business, no excess liability or protection and indemnity insurance policy has been canceled by the insurer 
within one year prior to the date of this Agreement, and no written threat has been made to cancel (excluding 
cancellation upon expiration or failure to renew) any such insurance policy of Parent or any of its Subsidiaries during 
the period of one year prior to the date of this Agreement 

SECTION 4. I7 No Brokers. No agent, broker, investment hanker, financial advisor or other firm or person is or 
will be entitled to any broker’s or tinder’s fee or any other similar commission or fee in connection with the 
negotiations leading to this Agreement or the consummation of the transactions contemplated hereby, based upon any 
arrangement made by or on behalf of Parent, except Robert W. Baird & Co. Incorporated ( “Baird” ), the fees and 
expenses of which shall be paid by Parent in accordance with Parent’s agreement with Baird, a true and complete 
copy of which has been provided to the Company. 

SECTION 4.14 Intellectual Property. Except for such matters that, individually or in the aggregate, have not 

SECTION 4.15 Orders. Except for such Orders that, individually or in the aggregate, have not had and are not 
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SECTION 4. I8 Opinion of Financial Advisor. The Board of Directors of Parent has received the opinion of 
Baird to the effect that, subject to various assumptions, qualifications and limitations, as of the date of the opinion the 
Exchange Ratio is fair, from a financial point of view, to Parent. Parent shall provide the Company (solely for 
informational purposes) a true and complete copy of such opinion promptly following the date of this Agreement. 

SECTION 4.19 BoardApproval. Parent’s Board of Directors, by resolutions duly adopted at a meeting duly 
called and held, has (i) determined that this Agreement and the Merger are advisable and in the best interests of 
Parent and its stockholders, (ii) approved this Agreement, the Merger and the Share Issuance and (iii) recommended 
that the stockholders of Parent adopt this Agreement and approve the Merger and the Share Issuance and directed 
that this Agreement and the Share Issuance he submitted for consideration by Parent’s stockholders at the Parent’s 
Stockholders Meeting. 

SECTION 4.20 Company Sock Ownership. Neither Parent nor any of its Subsidiaries owns any shares of 
capital stock of the Company or any other securities convertible into or otherwise exercisable to acquire shares of 
capital stock of the Company or has the right to acquire or vote such shares under any agreement, arrangement or 
understanding, whether or not in writing, nor does it have any agreement, arrangement or understanding, whether or 
not in writing, for the purpose of acquiring, holding, voting or disposing of such shares or other securities. Parent is 
not an “interested stockholder” (within the meaning of Section 607.0901 of the FBCA) with respect to the Company 
and Parent has not, within the last three years, been an “interested stockholder” with respect to the Company. 

Vote Required. The affirmative vote of the holders of a majority of the outstanding shares of 
Parent Common Stock to adopt this Agreement and approve the Merger and the Share Issuance (the “Parent 
Stockholder Approval”) is the only vote of the holders of any class or series of Parent capital stock necessary to 
adopt this Agreement and approve the Merger and the Share Issuance. 

SECTION 4.21 

SECTION 4.22 Cerlain Contracts. 

(a) Except for this Agreement and except as tiled as an exhibit to the Parent Reports, neither Parent nor any of 
its Subsidiaries is a party to or bound by any “material contract” (as such term is defined in item 601(b)(10) of 
Regulation S-K of the SEC) (all contracts of the type described in this Section 4.2Z(a) , together with all material 
ordinances by, and material agreements with, municipalities pursuant to which Parent or any of its Subsidiaries has 
been granted a gas franchise, being referred to herein as the “Parent Material Contracts” ). 

performed all obligations required to be performed by it to date under each Parent Material Contract to which it is a 
party, except where such failure to be in full force and effect or such failure to perform, individually or in the 
aggregate, has not had and is not reasonably likely to have a Parent Material Adverse Effect. Except for such matters 
that, individually or in the aggregate, have not had and are not reasonably likely to have a Parent Material Adverse 
Effect, neither Parent nor any of its Subsidiaries (i) knows of, or has received written notice of, any breach of or 
violation or default under (nor, to the knowledge of Parent, does there exist any fact, condition or circumstance 
which with the passage of time or the giving of notice or both would result in such a violation or default under) any 
Parent Material Contract, or (ii) has received written notice of the desire of the other party or parties to any such 
Parent Material Contract to exercise any rights such party has to cancel, terminate or repudiate such contract or 
exercise remedies thereunder. 

(b) Each Parent Material Contract is in full force and effect, and each of Parent and its Subsidiaries has 

(c) (i) All contracts, whether or not Parent Material Contracts, to which Parent or any of its Subsidiaries is a 
party have been approved or reviewed by the DPSC, MPSC or FPSC, as applicable, to the extent such approval or 
review is required and (ii) all costs under any gas contract to which Parent or any of its Subsidiaries is a party are 
currently being passed through to customers thereof. 

and are not reasonably likely to have a Parent Material Adverse Effect, neither Parent nor any of its Subsidiaries (i) is 
a party to or bound by any derivative contract or instrument, or (ii) is a party to or bound by any non-competition 
agreement or any other agreement or arrangement that would, after the Effective Time, limit or restrict Parent or any 
of its Subsidiaries (including the Surviving Corporation) or any successor thereto, from engaging or competing in 
any line of business or in any geographic area. 

(d) Except for such contracts, agreements and arrangements that, individually or in the aggregate, have not had 
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SECTION 4.23 Takeover Statutes; Rights Plans. Assuming the accuracy of the representations of the Company 
in Section 3.20 hereof, the execution, delivery and performance of this Agreement and the consummation of the 
transactions contemplated hereby will not cause to be applicable to the Merger the restrictions on “business 
combinations” set forth in Section 203 of the Delaware General Corporation Law. Except for the Rights Agreement, 
neither Parent nor any of its Subsidiaries has any preferred share purchase rights plan or similar rights plan in effect. 

SECTION 4.24 Properties , 

(a) Parent and its Subsidiaries have, free and clear of all Liens except for Permitted Liens, title to OT valid 
leasehold interests in, the inventory, equipment and other tangible and intangible property used or held for use in the 
conduct of their respective businesses, in each case as necessary to permit Parent and its Subsidiaries to conduct their 
respective businesses as currently conducted in all material respects. 

(b) Each of Parent and its Subsidiaries has complied in all material respects with the terms of all leases to which 
it is a party or under which it is in occupancy and all leases to which Parent or any of its Subsidiaries is a party or 
under which it is in occupancy are in full force and effect. Each of Parent and its Subsidiaries enjoys peaceful and 
undisturbed possession of the properties or assets purported to be leased under its leases, except where the failure to 
have such possession has not had and is not reasonably likely to have a Parent Material Adverse Effect. 

(c) Neither Parent nor any of its Subsidiaries has violated the terms of any Easement, except any such violations 
that, individually or in the aggregate, have not had and are not reasonably likely to have a Parent Material Adverse 
Effect. Except as would not reasonably be likely to have a Parent Material Adverse Effect, all Easements in favor of 
Parent or any of its Subsidiaries are valid and enforceable and grant the rights purported to be granted thereby and all 
rights necessary thereunder for the operation of the respective businesses of Parent and its Subsidiaries. There are no 
spatial gaps in the Easements in favor of Parent or any of its Subsidiaries that would reasonably be likely to have a 
Parent Material Adverse Effect and all parts of the pipeline assets which constitute a portion of the assets of Parent or 
any of its Subsidiaries are located either on property which is owned in fee by Parent or one of its Subsidiaries or on 
property which is subject to an Easement in favor of Parent or one of its Subsidiaries. Neither Parent nor any of its 
Subsidiaries has received any notice from any person disputing or challenging its ownership of any fee interests or 
Easement, other than disputes or challenges that have not had or are not reasonably likely to have a Parent Material 
Adverse Effect. 

SECTION 4.25 lnfbrmation Supplied. None of the information supplied or to he supplied by Parent for 
inclusion or incorporation by reference in (i) the Joint Proxy StatemenWProspectus to be filed by the Company and 
Parent with the SEC, and any amendments or supplements thereto, or (ii) the Form S-4 to be filed by Parent with the 
SEC in connection with the Merger, and any amendments or supplements thereto, will, at the respective times such 
documents are filed, and, in the case of the Joint Proxy StatemenWT’rospectus, at the time the Joint Proxy 
StatementiProspectus or any amendment or supplement thereto is first mailed to the respective stockholders of the 
Company and Parent, at the time of the Company Stockholder Approval and the Parent Stockholder Approval and at 
the Effective Time, and, in the case of the Form S-4, when it becomes effective under the Securities Act, contain any 
untrue statement of a material fact or omit to state any material fact required to be made therein or necessary in order 
to make the statements made therein, in light of the circumstances under which they were made, not misleading 

SECTION 4.26 Regulatory Proceedings. Neither Parent nor any of its Subsidiaries all or part of whose rates or 
services are regulated by a Governmental Entity (i) has rates which have been or are being collected subject to 
refund, pending final resolution of any rate proceeding pending before a Governmental Entity or on appeal to the 
courts or (ii) is a party to any rate proceeding before a Governmental Entity or on appeal from Orders of a 
Governmental Entity which could result in Orders having a Parent Material Adverse Effect. The reserves of Parent 
and its Subsidiaries for any pending refund(s) described above in clause (i) are set forth in the Parent Reports and are 
properly calculated and adequate. Section 4.26 of the Parent Disclosure Schedule lists all (A) pending rate 
proceedings involving Parent or any of its Subsidiaries before a Governmental Entity or on appeal to the c o w s  and 
identifies the status thereof, and (B) closed rate proceedings involving Parent or any of its Subsidiaries before a 
Governmental Entity since January I ,  2007, and the resolution thereof. 

by Parent in this Article 4 and by Parent and Merger Sub in Article 5 , neither Parent, Merger Sub nor any other 
SECTION 4.27 No Other Representalions or Warranties. Except for the representations and warranties made 
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person makes any representation or warranty with respect to the Parent or its Subsidiaries or their respective 
business, operations, assets, liabilities, condition (financial or otherwise) or prospects, notwithstanding the delivery 
or disclosure to the Company or any of its affiliates or representatives of any documentation, forecasts or other 
information with respect to any one or more of the foregoing. 

SECTION 4.28 Access to Information: Disclaimer. Parent and Merger Sub each acknowledges and agrees that 
it (a) has had an opportunity to discuss the business of the Company and its Subsidiaries with the management of the 
Company, (h) has had reasonable access to (i) the hooks and records of the Company and its Subsidiaries and (ii) the 
electronic dataroom maintained by the Company through Bryan Cave, LLP for purposes of the transactions 
contemplated hereby, (c) has been afforded the opportunity to ask questions of and receive answers from officers of 
the Company, and (d) has conducted its own independent investigation of the Company and its Subsidiaries, their 
respective businesses and the transactions contemplated hereby, and has not relied on any representation, warranty or 
other statement by any person on behalf of the Company or any of its Subsidiaries, other than the representations and 
warranties of the Company expressly contained in Article 3 of this Agreement and that all other representations and 
warranties are specifically disclaimed. Without limiting the foregoing, as part of its investigation of the Company, 
Parent has been given financial information, cost estimates, forecasts, projections and information, both in writing 
and orally, with respect to the Company by the Company or its agents and representatives. Parent acknowledges that 
!here are uncertainties inherent in any such projections, predictions and forecasts, and Parent is familiar with such 
uncertainties. Parent has made its own evaluation of all such information and acknowledges that none of the 
Company’s officers, directors, employees, affiliates, representatives and agents is making any representations or 
warranties with respect to such information and that neither Company nor any of its Subsidiaries is making any 
representations or warranties with respect to such information except, in the case of the Company, for the specific 
representations and warranties set forth in Article 3 . 

ARTICLE 5 

REPRESENTATIONS AND WARRANTIES OF PARENT AND MERGER SUB 

Parent and Merger Sub represent and warrant to the Company as follows: 

SECTION 5 .  I Organization. Merger Sub is a corporation duly incorporated, validly existing and in good 
standing under the laws of the State of Florida. Merger Sub is a wholly owned Subsidiary of Parent. 

into this Agreement and to consummate the transactions contemplated hereby. The execution, delivery and 
performance by Merger Sub of this Agreement and the consummation by Merger Sub of the transactions 
contemplated hereby have been duly authorized by all necessary corporate action on the part of Merger Sub. This 
Agreement has been duly executed and delivered by Merger Sub and constitutes a valid and binding agreement of 
Merger Sub, enforceable against it in accordance with its terms, except as such enforceability may be limited by 
bankruptcy, insolvency, reorganization, moratorium and other similar laws relating to creditors’ rights and general 
principles of equity. 

and the consummation by Merger Sub of the transactions contemplated hereby do not and will not contravene or 
conflict with the articles of incorporation or bylaws of Merger Sub. 

SECTION 5.4 No Business Activities. Merger Sub has not conducted any activities other than in connection 
with the organization of Merger Sub, the negotiation and execution of this Agreement and the consummation of the 
transactions contemplated hereby. Merger Sub has no Subsidiaries. 

SECTION 5.2  Corporate Authorizafion. Merger Sub has all requisite corporate power and authority to enter 

SECTION 5.3  Non-Contravention. The execution, delivery and performance by Merger Sub of this Agreement 

ARTICLE 6 

COVENANTS RELATING TO CONDUCT OF BUSINESS 

SECTION 6.1 Covenants ofparent. During the period from the date of this Agreement and continuing until the 
Effective Time, Parent agrees as to itself and its Subsidiaries that (except as expressly permitted or required by 
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this Agreement (including pursuant to the Parent Share Repurchase) or the Parent Disclosure Schedule or as required 
by Applicable Laws or to the extent that the Company shall otherwise consent in writing): 

(a) Ordinary Course. Parent and its Subsidiaries shall canyon their respective businesses in tbe ordinary 
course consistent with past practices in all material respects, and shall use commercially reasonable efforts to 
preserve intact their business, maintain their rights and franchises and preserve their relationships with 
customers, suppliers and others having business dealings with them. 

(b) Dividends; Changes in Share Capital. Parent shall not (i) declare or pay any dividends or distributions 
on or make other distributions in respect of any of its capital stock, except the declaration and payment of 
regular quarterly cash dividends in amounts consistent with past practice (subject to normal increases consistent 
with past practice) with usual record and payment dates for such dividends in accordance with past dividend 
practice, or (ii) split, combine or reclassify any of its capital stock or issoe or authorize or propose the issuance 
of any other securities in respect of, in lieu of or in substitution for, shares of its capital stock. 

(c) Governing Documents. Parent and Merger Sub shall not amend or propose to so amend the certificate 
of incorporation or bylaws of Parent (other than amendments related to the composition or structure of the Board 
of Directors of Parent or committees thereof or other governance-related matters) or the articles of incorporation 
or bylaws of Merger Sub. 

(d) No Acquisitions. Other than acquisitions for cash in existing or related lines of business of Parent and 
its Subsidiaries, the fair market value of the total consideration (including the value of indebtedness acquired or 
assumed) for which does not exceed $15 million individually or in the aggregate, Parent shall not, and shall not 
permit any of its Subsidiaries to, (i) acquire or agree to acquire by merging or consolidating with, or by 
purchasing a substantial equity interest in or a substantial portion of the assets of, or by any other manner, any 
business (including by acquisition of assets) or any corporation, partnership, association or other business 
organization or division thereof or (ii) acquire or agree to acquire, directly or indirectly, any assets or securities 
that would require a tiling or approval under the HSR Act. 

encumber or otherwise dispose of, or enter into a contract to sell, lease, license, encumber or othenvise dispose 
of, any of its assets (including capital stock of its Subsidiaries) which are, individually or in the aggregate, 
material to it and its Subsidiaries as a whole, except for (i) sales of surplus or obsolete equipment, (ii) sales of 
other assets in the ordinary course of business or sales of assets pursuant to contractual rights existing as of the 
date of this Agreement that were entered into the ordinary course ofbusiness consistent with past practices, 
(iii) sales, leases or other transfers hetween Parent and its wholly owned Subsidiaries or between those 
Subsidiaries, (iv) sales, dispositions nr divestitures as may he required by or in conformance with Applicable 
Laws in order to permit or facilitate the consummation of the transactions contemplated by this Agreement in 
accordance with Section 7.4(c). or (v) arm's-length sales or other transfers not described in clauses (i) through 
(iv) above for aggregate consideration not exceeding $10 million. 

any loans, advances or capital contributions to, or investments in, any other person, other than (A) by Parent or 
any of its Subsidiaries to or in Parent or any of its Subsidiaries, (B) pursuant to any contract or other legal 
obligation of Parent or any of its Subsidiaries existing at the date of this Agreement or (C) in the ordinary course 
of business consistent with past practice, or (ii) create, incur, assume or suffer to exist any indebtedness, 
issuance of debt securities, guarantee, loan or advance not in existence as of the date of this Agreement, 
provided that Parent and its Subsidiaries may (y) refinance any indebtedness existing as of the date hereof in an 
amount not exceeding the principal amount of such indebtedness as of the date hereof and (z) incur additional 
indebtedness or increases in existing indebtedness (and issue guarantees in connection therewith) in an aggregate 
amount not to exceed $40,000,000. 

(E) Accounting Methods. Except as disclosed in Parent Reports filed prior to the date of this Agreement, 
or as required hy a Governmental Entity, Parent shall not change its methods of accounting, except (i) as 
required by changes in GAAP as concurred in by Parent's independent public accountants (including the right 

(e) No Dispositions. Parent shall not, and shall not permit any of its Subsidiaries to, sell, lease, license, 

(0 Investmenrs; Indebtedness. Parent shall not, and shall not permit any of its Subsidiaries to, (i) make 
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to early-adopt such required changes), or (ii) as permitted by GAAP and which change would not reasonably be 
likely to have a Parent Material Adverse Effect. 

shall settle or compromise any material Action which would be reasonably likely to have a Parent Material 
Adverse Effect that is not pending as of the date hereof and is not related to any Action so pending, or enter into 
any consent decree, injunction or similar restraint or form of equitable relief in settlement of any material Action 
which would be reasonably likely to have a Parent Material Adverse Effect that is not pending as of the date 
hereof and is not related to any Action so pending, except with the prior consent of the Company, which consent 
shall not he unreasonably withheld or delayed. 

(h) Selllement ofliligation. To the extent permitted by Applicable Law, neither Parent nor Merger Sub 

(i) No RelaledAcrions. Parent shall not, and shall not permit any of its Subsidiaries to, agree or commit to 
do any of the foregoing. 

Notwithstanding the foregoing, prior to the Closing Date, Parent andlor one or more of its affiliates may 
acquire, without limitation, shares of Parent Common Stock through open market transactions, block trades or 
other means (the “Parent Share Repurchase” ). 

SECTION 6.2 Covenants of /he Company. During the period from the date of this Agreement and continuing 
until the Effective Time, the Company agrees as to itself and its Subsidiaries that (except as expressly permitted or 
required by this Agreement or the Company Disclosure Schedule or as required by Applicable Laws or to the extent 
that Parent shall otherwise consent in writing): 

(a) Ordinary Course 

consistent with past practice in all material respects, and shall use commercially reasonable efforts to 
preserve intact their business and goodwill, maintain their rights and franchises, keep available the services 
of their respective officers and employees (and shall not, under any circumstances, take or fail to take any 
action that would cause the Company to incur any liability for, or obligation to pay, severance, termination 
or other similar payments to any employee or former employee under any Company Material Contract), and 
preserve their relationships with customers, suppliers and others having business dealings with them. 

(ii) The Company shall not, and shall not permit any of its Subsidiaries to, incur or commit to any 
capital expenditures or any obligations or liabilities in connection therewith in fiscal year 2009 of the 
Company other than capital expenditures and obligations or liabilities incurred or committed to in an 
amount not greater, in the aggregate, than 105% of the amount of the Company’s total budget for such 
expenditures and obligations or liabilities for its fiscal year 2009 approved by the Board of Directors of the 
Company on December 11, 2008, which has been furnished to Parent prior to the date ofthis Agreement. 

(b) Dividends; Changes in Share Capital. The Company shall not, and shall not permit any of its 

(i) The Company and its Subsidiaries shall carry on their respective businesses in the ordinary course 

Subsidiaries to, and shall not propose to, (i) declare, set aside or pay any dividends on or make other 
distributions in respect of any of its capital stock, except the declaration and payment of regular quarterly cash 
dividends in amounts consistent with past practice (subject to normal increases consistent with past practice) 
with usual record and payment dates for such dividends in accordance with past dividend practice, (ii) split, 
combine or reclassify any of its capital stock or issue or authorize or propose the issuance of any other securities 
in respect of, in lieu of or in substitution for, shares of its capital stock, except for any such transaction by a 
wholly owned Subsidiary of the Company which remains a wholly owned Subsidiary after consummation of 
such transaction, or (iii) repurchase, redeem or otherwise acquire any shares of its capital stock or any securities 
convertible into or exercisable for any shares of its capital stock, except for the redemption required by 
Seerion 7.20. 

(c) Issuance of Securiries. The Company shall not, and shall not permit any of its Subsidiaries to, issue, 
deliver, sell or grant, or authorize or propose the issuance, delivery, sale or grant of, any shares of its capital 
stock of any class, or any securities convertible into or exercisable for, or any rights, warrants, calls or options 
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to acquire, any such shares, or enter into any commitment, arrangement, undertaking or agreement with respect 
to any of the foregoing, other than pursuant to, and consistent with past practice under, any contract or other 
legal obligation of the Company or any of its Subsidiaries existing at the date of this Agreement and set forth in 
Section 6.2(c) of the Company Disclosure Schedule, subject in the case of the Company’s Employee Stock 
Purchase Plan to Section 7.16(c)(ii) . 

(d) Governing Documents. The Company shall not amend or propose to amend its articles of 
incorporation or bylaws. 

(e) No Acquisitions. The Company shall not, and shall not permit any of its Subsidiaries to, (i) acquire or 
agree to acquire by merging or consolidating with, or by purchasing a substantial equity interest in or a 
substantial portion of the assets of, or by any other manner, any business (including by acquisition of assets) or 
any corporation, partnership, association or other business organization or division thereof or (ii) acquire or 
agree to acquire, directly or indirectly, any assets or securities that would require a filing or approval under the 
HSR Act. 

(0 No Dispositions. The Company shall not, and shall not permit any of its Subsidiaries to, sell, lease, 
license, encumber or otherwise dispose of, or enter into a contract to sell, lease, license, encumber or otherwise 
dispose of, any of its assets (including capital stock of its Subsidiaries) which are, individually or in the 
aggregate, material to it and its Subsidiaries as a whole, except for (i) sales of surplus or obsolete equipment, 
(ii) sales of other assets in the ordinary cnurse of business or sales of assets pursuant to contractual rights 
existing as of the date of this Agreement that were entered into the ordinary course of business consistent with 
past practices, (iii) sales, leases or other transfers between the Company and its wholly owned Subsidiaries or 
between those Subsidiaries, (iv) sales, dispositions or divestitures as may he required by or in conformance with 
Applicable Laws in order to permit or facilitate the consummation of the transactions contemplated by this 
Agreement in accordance with Section 7.4(c). or (v) arm’s-length sales or other transfers not described in 
clauses (i) through (iii) above for aggregate consideration not exceeding $100,000. 

(i) make any loans, advances or capital contributions to, or investments in, any other person, other than (x) by 
the Company or any of its Subsidiaries to or in the Company or any of its Subsidiaries, (y) pursuant to any 
contract or other legal obligation of the Company or any of its Subsidiaries existing at the date of this 
Agreement or (2)  in the ordinary course of business consistent with past practice, or (ii) create, incur, assume or 
suffer to exist any indebtedness, issuance of debt securities, guarantee, loan or advance not in existence as of the 
date of this Agreement, except that the Company shall be permitted to make draws upon its existing line of 
credit in the ordinary course of business consistent with past practices. 

existing, employment, severance, consulting or salary continuation agreement with or for the benefit of any 
former, present or future officer, director or employee of the Company or any of its Subsidiaries, (ii) grant any 
increase in the compensation, bonuses or benefits to any former, present or future officer, director or employee 
of the Company or any of its Subsidiaries (other than normal compensation increases to persons who are not 
non-employee directors in the ordinary course of business consistent with past practices), (iii) make any increase 
in or commitment to increase any employee benefits, (iv) adopt or make any commitment to adopt any 
additional employee benefit plan or (v) make any contributinn, other than regularly scheduled contributions, to 
any Company Benefit Plan; except (A) in each case, as required by this Agreement (including as required by 
Section 7,16(c)(i)) and (B) in the case of clauses (iii) through (v), in the ordinary course ofbusiness consistent 
with past practice or as required by an existing agreement or Company Benefit Plan made available to Parent. 

except (i) as required by changes in GAAP as concurred in by the Company’s independent public accountants 
(including the right to early-adopt such required changes) or (ii) as permitted by GAAP and which change would 
not reasonably be likely to have a Company Material Adverse Effect. The Company shall not (A) change its 
fiscal year, (B) make or change any material tax election, or (C) settle or compromise any material tax liability 
or material claim for refund, (D) consent to any extension or waiver of the limitation period applicable to any 
material tax, or (E) change in any material respect any of its methods of reporting any 

(8) Investments: Indebtedness. The Company shall not, and shall not permit any of its Subsidiaries to, 

(h) Compensation; Employee Benefits. The Company shall not (i) enter into any new, or amend any 

(i) Accounting Methods; Income Tax Matters. The Company shall not change its methods of accounting, 
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item for tax purposes from those employed in the preparation of its tax Returns for the most recent taxable year 
for which a Return has been filed, except as may be required by Applicable Law. The Company shall provide 
Parent with a copy of its federal tax return for 2008 five business days prior to filing such r e m .  

reasonable efforts to maintain in full force without intemption its present insurance policies or comparable 
insurance coverage. 

(k) Cerlain Agreements. Except in the ordinary course of business, the Company shall not, and shall not 
permit any of its Subsidiaries to, enter into any agreement or arrangement that limits or otherwise restricts the 
Company or any of its Subsidiaries or any successor thereto, or that, after the Effective Time, limits or restricts 
Parent or any of its Subsidiaries (including the Surviving Corporation) or any successor thereto, from 
(i) engaging or competing in any line of business or (ii) engaging in any business or competing in any 
geographic area. 

0) Insurance Policies. The Company shall, and shall cause each of its Subsidiaries to, use commercially 

(I)  Settlement ofLitigation 

Palm Beach site that is pending as of the date hereof, or enter into any consent decree, injunction or similar 
restraint or form of equitable relief in settlement of any such Action, except with the prior consent of 
Parent, which consent shall not be unreasonably withheld or delayed. Prior to settling or compromising any 
other material Action pending as of the date hereof, or entering into any consent decree, injunction or 
similar restraint or form of equitable relief in settlement of any other material Action pending as of the date 
hereof, the Company shall consult with, and consider io good faith the view of Parent. 

(ii) To the extent permitted by Applicable Law, the Company shall not settle or compromise any 
Action which would be reasonably likely to have a Company Material Adverse Effect that is not pending as 
of the date hereof and is not related to any Action so pending, or enter into any consent decree, injunction or 
similar restraint or form of equitable relief in settlement of any Action which would be reasonably likely to 
have a Company Material Adverse Effect that is not pending as of the date hereof and is not related to any 
Action so pending, except with the prior consent of Parent, which consent shall not be unreasonably 
withheld or delayed. 

(m) Purchase of Capital Stock ofrhe Company or Paren/. 

(i) The Company shall not settle or compromise any material Action related to the Company’s West 

The Company shall not, and shall cause its 
Subsidiaries not to, purchase or otherwise acquire any shares of capital stock of the Company or Parent. 

bargaining agreement or similar binding contract, agreement or understanding with a labor union or similar labor 
organization without consulting with Parent prior thereto. 

(a) No RelutedActions. The Company shall not, and shall not permit any of its Subsidiaries to, agree or 
commit to any of the foregoing. 

SECTION 6.3 Governmental Filings. The Company and Parent shall file all reports required to be filed by each 
of them with the SEC and all other Governmental Entities between the date of this Agreement and the Effective Time 
and shall (to the extent permitted by Applicable Law or any applicable confidentiality agreement) deliver to the other 
party copies of all such reports, announcements and publications promptly afier the same are filed. 

Company, directly or indirectly, the right to control or direct Parent’s operations prior to the Effective Time. Nothing 
contained io this Agreement shall give Parent, directly or indirectly, the right to control or direct the Company’s 
operations prior to the Effective Time. Prior to the Effective Time, each of the Company and Parent shall exercise, 
consistent with the terns and conditions of this Agreement, complete control and supervision over its respective 
operations. 

(n) Labor Mutlers. The Company shall not enter into any new, or amend any existing, collective 

SECTION 6.4 Control of Other Party’s Business. Nothing contained in this Agreement shall give the 
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ARTICLE 7 

ADDITIONAL AGREEMENTS 

SECTION 7. I Joinr Proxy Stalement/Prospectus and Form S-4. As promptly as reasonably practicable 
following the date hereof, Parent and the Company shall prepare and file with the SEC mutually acceptable proxy 
materials which shall constitute the Joint Proxy StatementiProspectus (such joint proxy statementiprospectus, and 
any amendments or supplements thereto, the “Joint Proxy StatementlProspectus” ) and Parent shall prepare and 
file a registration statement on Form S-4 with respect to the Share Issuance (the “Form S-4”). The Joint Proxy 
StatementiProspectus will be included in and will constitute a part of the Form S-4 as Parent’s prospectus. The 
Form S-4 and the Joint Proxy StatemenUProspectus shall comply as to form in all material respects with the 
applicable provisions of the Securities Act and the Exchange Act and the rules and regulations thereunder. Each of 
Parent and the Company shall use reasonable best efforts to have the Form S-4 declared effective by the SEC and to 
keep the Form S-4 effective as long as is necessary to consummate the Merger and the transactions contemplated 
thereby. Parent and the Company shall, as promptly as practicable after receipt thereof, provide the other party copies 
of any written comments and advise the other party of any oral comments, with respect to the Joint Proxy 
StatementiProspectus and Form S-4 received from the SEC. Parent shall provide the Company with a reasonable 
opportunity to review and comment on any amendment or supplement to the Form S-4 and any communications 
(other than any communications filed pursuant to Rule 425 of the Securities Act) prior to filing such with the SEC. 
and will provide the Company with a copy of all such filings and communications made with the SEC. 
Notwithstanding any other provision herein to the contrary, no amendment or supplement (including by 
incorporation by reference) to the Joint Proxy Statemenflrospectus or the Form S-4 shall he made without the 
approval of both parties, which approval shall not he unreasonably withheld or delayed; provided that, with respect to 
documents filed by a party which are incorporated by reference in the Form S-4 or Joint Proxy Statemenflrospectus, 
this right of approval shall apply only with respect to information relating to the other party or its business, financial 
condition or results of operations. Parent will use reasonable best efforts to cause the Joint Proxy 
StatementiProspectus to be mailed to Parent’s stockholders, and the Company will use reasonable best efforts to 
cause the Joint Proxy StatementiProspectus to be mailed to the Company’s stockholders, in each case after the 
Form S-4 is declared effective under the Securities Act. Parent shall also take any action (other than qualifying to do 
business in any jurisdiction in which it is not now so qualified or to file a general consent to service of process) 
required to be taken under any applicable state securities laws in connection with the Share Issuance and the 
Company shall furnish all information concerning the Company and the holders of Company Common Stock as may 
be reasonably requested in connection with any such action. Each party will advise the other party, promptly after it 
receives notice thereof, of the time when the Form S-4 has become effective, the issuance of any stop order, the 
suspension of the qualification of the Parent Common Stock issuable in connection with the Merger for offering 01 
sale in any jurisdiction, or any request by the SEC for amendment of the Joint Proxy StatementProspectus or the 
Form S-4. Each of the Company and Parent shall ensure that the information provided by it for inclusion in the Joint 
Proxy StatementiProspectus and each amendment or supplement thereto, at the time of mailing thereof and at the 
time of the respective Company Stockholders Meeting and Parent Stockholders Meeting, or, in the case of 
information provided by it for inclusion in the Form S-4 or any amendment or supplement thereto, at the time it 
becomes effective, (i) will not include an untrue statement of a material fact or omit to state a material fact required 
to he stated therein or necessary to make the statements therein, in light of the circumstances under which they were 
made, not misleading and (ii) will comply as to form in all material respects with the orovisions of the Securities Act 
and the Exchange Act. 

SECTION 7.2 No Solicitation by the Company. 

(a) The Company shall not, nor shall it authorize or cause any of its Subsidiaries, any of the respective directors, 
officers or employees of the Company or any of its Subsidiaries or any agents or representatives of the Company or 
any of its Subsidiaries (including any investment hanker, attorney or accountant retained by the Company or any of 
its Subsidiaries) to, directly or indirectly through another person, (i) solicit or initiate (including by way of furnishing 
information) any inquily or the making of any proposal or offer that constitutes, or that could reasonably be expected 
to lead to, a Company Takeover Proposal or (ii) enter into, continue or otherwise participate or engage in any 
discussions or negotiations regarding, furnish to any person any confidential information or data in connection with, 
or, except in conjunction with exercising its right to terminate this Agreement pursuant to 
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Section 9.4(b), accept, any Company Takeover Proposal. The Company agrees that it will use reasonable best efforts 
to promptly inform its directors and officers of the obligations undertaken in this Section 7.2 . Without limiting the 
foregoing, it is agreed that any violation of the restrictions set forth in this Section 7.2 by any director, officer, 
employee, agent or representative of the Company or any of its Subsidiaries, whether or not such person is purporting 
to act on behalf of the Company or any of its Subsidiaries or otherwise, shall he a breach of this Section 7.2 by the 
Company. The Company shall, and shall cause its Subsidiaries and their respective directors, officers, employees, 
agents and representatives to, immediately cease and cause to be terminated all existing discussions or negotiations 
with any person conducted heretofore with respect to any Company Takeover Proposal and request the prompt return 
or destruction of all confidential information previously furnished. 

(h) Notwithstanding anything in this Agreement to the contrary, the Company or the Company’s Board of 
Directors shall be permitted to: 

(i) to the extent applicable, comply with its disclosure obligations under federal or state law with regard to a 
Company Takeover Proposal, including Rule 14d-9 and Rule 14e-2 promulgated under the Exchange Act; 

(ii) effect a Company Adverse Recommendation Change in accordance with Section 7.3(0) ; and 

(iii) engage in any discussions or negotiations with, or provide any information to, any person in response 
to an unsolicited bona fide written Company Takeover Proposal by any such person, if and only to the extent 
that (A) the Company’s Stockholders Meeting shall not have occurred, (B) the Company’s Board of Directors 
determines in good faith (I) after consultation with its independent financial advisor and outside legal counsel, 
that such Company Takeover Proposal is a Company Superior Proposal or there is a reasonable likelihood that 
such Company Takeover Proposal could result in a Company Superior Proposal, and (11) after consultation with 
its outside legal counsel, that failure to take such action would be reasonably likely to be inconsistent with its 
fiduciary duties under Applicable Law, (C) prior to providing any confidential information or data to any person 
in connection with a Company Takeover Proposal by any such person, the Company’s Board of Directors 
receives from such person an executed confidentiality agreement customary for a transaction of this type 
(provided that such agreement shall contain customary standstill provisions that are no less restrictive than those 
set forth in Section 9.5(e) ), and (D) prior to providing any information or data to any person or entering into 
discussions or negotiations with any person, the Company notifies Parent promptly of such inquiries, proposals 
or offers received by, or any such discussions or negotiations sought to be initiated or continued with, any of the 
respective directors, officers, employees, agents or representatives of the Company or any of its Subsidiaries 
indicating, in connection with such notice, the material terms and conditions of any inquiries, proposals or 
offers, provided that such notice shall not be required to contain any information the provision of which the 
Company’s Board of Directors determines in good faith, after consultation with its outside legal counsel, would 
be reasonably likely to be inconsistent with its fiducialy duties under Applicable Law. 

(c) The Company shall notify Parent promptly of the receipt of any Company Takeover Proposal. The Company 
shall keep Parent reasonably informed of the status and material terms and conditions (including any change therein) 
of any Company Takeover Proposal. Nothing in this Section 7.2 shall permit Parent or the Company to terminate this 
Agreement (except as specifically provided in Article 9 hereof). 

The term “Company Takeover Proposal” means any inquiry, proposal or offer from any person relating to, or 
that could reasonably be expected to lead to, directly or indirectly, (i) any acquisition or purchase, whether by 
purchase, exchange, merger, consolidation, business combination or similar transaction, in one transaction or a series 
of transactions, of assets or businesses that constitute 15% or more of the revenues, net income or the assets of the 
Company and its Subsidiaries, on a consolidated basis, or 15% or more of any class of equity securities of the 
Company or any of its Subsidiaries, (ii) any tender offer or exchange offer that if consummated would result in any 
person beneficially owning 15% or more of any class of equity securities of the Company or any of its Subsidiaries. 
or (iii) any merger, consolidation, business combination, recapitalization, liquidation, dissolution, joint venture, 
binding share exchange or similar transaction involving the Company or any of its Subsidiaries pursuant to which 
any person or the stockholders of any person would own 15% or more of any class of equity securities of the 
Company or any of its Subsidiaries or of any resulting parent company of the Company, other than the transactions 
contemplated by this Agreement. 
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The term “Company Superior Proposal” means any unsolicited bona fide written offer made by a third party 
in respect of a transaction (or series of related transactions) that if consummated would result in such third party 
acquiring, directly or indirectly, more than 50% of the voting power of the Company Common Stock or more than 
50% of the assets of the Company and its Subsidiaries, taken as a whole, which transaction the Board of Directors of 
the Company determines in its good faith judgment (after consultation with a financial advisor of nationally 
recognized reputation) (i) to be more favorable From a financial point of view to the stockholders of the Company 
than the Merger (taking into account the person making the offer, the terms and conditions of such offer and this 
Agreement (including any changes to the financial terms of this Agreement proposed by Parent in response to such 
offer or otherwise), as well as any other factors deemed relevant by the Board of Directors of the Company) and 
(ii) reasonably capable of being financed and completed, taking into account all financial, legal, regulatory, timing 
and other aspects of such proposal deemed relevant by the Board of Directors of the Company. 

For purposes of the definitions of “Company Takeover Proposal” and “Company Superior Proposal,” the term 
“person” shall include any group within the meaning of Section 13(d) of the Exchange Act. 

SECTION 7.3 Meetings ofStockholders. 

(a) The Company shall duly take all action necessary, in accordance with Applicable Law and its articles of 
incorporation and bylaws, to call, give notice of, convene and hold a meeting of its stockholders as promptly as 
practicable after the Form S-4 has been declared effective (the “Company Stockholders Meeting”) for the purpose 
of obtaining the Company Stockholder Approval and shall solicit the Company Stockholder Approval. The Board of 
Directors of the Company shall recommend adoption of this Agreement by the stockholders of the Company to the 
effect set forth in Section 3. I9 . Neither the Board of Directors of the Company nor any committee thereof shall (i) 
(A) withdraw, qualify or modify in any manner adverse to Parent, or publicly propose to withdraw, qualify or modify 
in any manner adverse to Parent, the approval, recommendation or declaration of advisability by such Board of 
Directors or any such committee thereof of this Agreement, the Merger or the other transactions contemplated by this 
Agreement or (B) recommend, adopt or approve, or publicly propose to recommend, adopt or approve, any Company 
Takeover Proposal (any such action described in this clause (i) being referred to as a “Company Adverse 
Recommendation Change” ) or (ii) approve or recommend, or publicly propose to approve or recommend, or, 
except in conjunction with exercising its right to terminate this Agreement pursuant to Section Y.4(bj , allow the 
Company or any of its Subsidiaries to execute or enter into, any letter of intent, memorandum of understanding, 
agreement in principle, merger agreement, acquisition agreement, purchase agreement, option agreement, joint 
venture agreement, partnership agreement or other similar agreement constituting or related to any Company 
Takeover Proposal. Notwithstanding the foregoing, at any time prior to obtaining the Company Stockholder 
Approval, the Board of Directors of the Company may make a Company Adverse Recommendation Change if such 
Board of Directors determines in good faith (after consultation with outside counsel) that the failure to do so would 
be reasonably likely to be inconsistent with its fiduciary duties to the stockholders of the Company under Applicable 
Law; provided, however, that no Company Adverse Recommendation Change may be made until after the third 
business day following Parent’s receipt of written notice (a “Company Notice of Adverse Recommendation” ) 
from the Company advising Parent that the Board of Directors of the Company intends to make a Company Adverse 
Recommendation Change and specifying the terms and conditions of the Company Superior Proposal, if any, that is 
related to such Company Adverse Recommendation Change (it being understood and agreed that any material 
amendment to the financial terms or any other material term of such Company Superior Proposal shall require a new 
Company Notice of Adverse Recommendation and a new three business day period). In determining whether to 
make a Company Adverse Recommendation Change, the Board of Directors of the Company shall take into account 
any changes to the financial terms of this Agreement proposed by Parent in response to a Company Notice of 
Adverse Recommendation or otherwise. Notwithstanding any Company Adverse Recommendation Change, this 
Agreement shall he submitted to the stockholders of the Company at the Company Stockholders Meeting for the 
purpose of obtaining the Company Stockholder Approval; provided that this Agreement shall not he required to be 
submitted to the stockholders of the Company at the Company Stockholders Meeting if this Agreement has been 
terminated pursuant to Article Y hereof. In addition, it is understood and agreed that, for purposes of this Agreement, 
a factually accurate public statement by the Company that describes the Company’s receipt of a Company Takeover 
Proposal and the operation of this Agreement with respect thereto, or any “stop, look and listen” communication by 
the Board of Directors of the Company pursuant to Rule 14d-9(f) of 
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the Exchange Act to the stockholders of the Company, shall not constitute a Company Adverse Recommendation 
Change or an approval or recommendation with respect to any Company Takeover Proposal. 

(b) Parent shall duly take all action necessary, in accordance with Applicable Law and its certificate of 
incorporation and bylaws, to call, give notice of, convene and hold a meeting of its stockholders as promptly as 
practicable after the Form S-4 has been declared effective (the “Parent Stockholders Meeting”) for the purpose of 
obtaining the Parent Stockholder Approval and shall take all lawful action to solicit the Parent Stockholder Approval. 
The Board of Directors of Parent shall recommend adoption of this Agreement by the stockholders of Parent to the 
effect set forth in Section 4.19 . 

(c) The Company and Parent shall cause the Company Stockholders Meeting and the Parent Stockholders 

(d) Parent, as the sole stockholder of Merger Sub, shall take all action necessary to cause Merger Sub to adopt 

SECTION 7.4 Filings; Reasonable Best Efforts. 

(a) Subject to the terms and conditions herein provided, each of the Company and Parent shall: 

filings shall be made as promptly as practicable afler the date hereof and in any event not more than ten 
( I  0) business days from the date hereof (unless otherwise agreed to by the parties in writing), and thereailer 
shall promptly make any other required submissions under the HSR Act; 

(ii) cooperate and use its reasonable best efforts to promptly prepare and file all necessary documentation to 
effect all necessaly applications, notices, petitions, filings, tax ruling requests and other documents, and to use 
reasonable best efforts to obtain (and will cooperate with each other in obtaining) as promptly as practicable any 
consent, waiver, license, registration, acquiescence, permit, tax ruling, authorization, order or approval of, or any 
exemption or nonopposition by, any third party andor any Governmental Entity necessary or advisable to be 
obtained or made by any party or any of their respective Subsidiaries in connection with the transactions 
contemplated hereby, including the Specified Consents. Each party shall have the right to review and approve in 
advance (such approvals not to be unreasonably withheld or delayed) all applications for approvals to be filed by 
the other party. Each party shall consult with the other with respect to the obtaining of all such necessary or 
advisable consents, waivers, licenses, registrations, acquiescences, permits, tax rulings, authorizations, orders or 
approvals of, or any exemptions or nonoppositions by, third parties and/or Governmental Entities, including the 
Specified Consents; 

(iii) promptly notify each other of any communication concerning this Agreement or the transactions 
contemplated hereby to that party from any Governmental Entity and permit the other party to review in advance 
any proposed communication concerning this Agreement or the transactions contemplated hereby to any 
Governmental Entity; 

respect of any filing, investigation or other inquiry concerning this Agreement or the transactions contemplated 
hereby unless it consults with the other party in advance and, to the extent permitted by such Governmental 
Entity, gives the other party the opportunity to attend and participate in such meeting or discussion; 

setting forth the substance there00 between it and its affiliates and representatives on the one hand, and any 
Governmental Entity or members of any such Governmental Entity’s staff on the other hand, with respect to this 
Agreement and the transactions contemplated hereby; 

Meeting to be held on the same day. 

this Agreement prior to the Closing. 

(i) make its required filings under the HSR Act with respect to the transactions contemplated hereby, which 

(iv) not participate or agree to participate in any meeting or discussion with any Governmental Entity in 

(v) furnish the other party with copies of all correspondence, filings and communications (and memoranda 

(vi) furnish the other party with such necessaly information and reasonable assistance as such other party 
and its affiliates may reasonably request in connection with their preparation of necessary filings, registrations or 
submissions of information to any Governmental Entity, including, if applicable, any filings necessary or 
appropriate under the provisions of the HSR Act; 
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(vii) if applicable, “substantially comply” and certify substantial compliance with any request for additional 
information (also known as a “second request”) issued pursuant to the HSR Act as soon as reasonably 
practicable following the issuance of the request for additional information; and 

Applicable Law or if any Action is instituted by any Governmental Entity or any private party challenging any 
of the transactions contemplated hereby as violative of any Applicable Law, each of Parent and the Company 
shall use its reasonable best efforts to resolve any such objections or challenge as such Governmental Entity or 
private party may have to such transactions under such Applicable Law so as to permit consummation of the 
transactions contemplated by this Agreement. 

(b) Without limiting Section 7.4(0j ,but subject to Section 7,4(c) , the Company and Parent shall each use 

(viii) if any objections are asserted with respect to the transactions contemplated hereby under any 

reasonable best efforts: 

(i) if applicable, to cause the expiration or termination of the applicable waiting period under the HSR 

(ii) to avoid the ently of, or to have vacated, terminated or modified, any Order that would restrain, prevent 

Act; and 

or delay the Closing. 

(c) Nothing in this Agreement shall require the Company or Parent to dispose of any of its assets or to limit its 
freedom of action with respect to any of its businesses, or to consent to any disposition of its assets or limits on its 
freedom of action with respect to any of its businesses, whether prior to or after the Effective Time, or to commit or 
agree to any of the foregoing, to obtain any consents, approvals, permits or authorizations or to remove any 
impediments to the Merger relating to Antitrust Laws or to avoid the entry of, or to effect the dissolution of, any 
Order in any suit or proceeding relating to the HSR Act or other antitrust, competition, premerger notification or 
trade-regulation law, regulation or order ( “Antitrust Laws” ), other than such dispositions, limitations or consents, 
commitments or agreements that in each such case may be conditioned upon the consummation of the Merger and 
the transactions contemplated hereby and that in each such case, individually or in the aggregate, do not have and are 
not reasonably likely to have a Material Adverse Effect on Parent or the Surviving Corporation after the Merger; 
provided. however, that neither Parent nor the Company shall take or agree to any action required or permitted by 
this Section 7.4(cj without the prior written consent of the other party (which consent shall not be unreasonably 
withheld or delayed). 

(d) The Company, Parent and Merger Sub shall each use its reasonable best efforts to cause the Merger to 
qualify as a “reorganization” within the meaning of Section 368(a) of the Code and to obtain the tax opinion referred 
to in Seciion 8. I(h) . The Company, Parent and Merger Sub agree to file all tax Returns consistent with the treatment 
of the Merger as a “reorganization” within the meaning of Section 368(a) of the Code and in particular as a 
transaction described in Section 368(a)(Z)(E) of the Code. This Agreement is intended to constitute a “plan of 
reorganization” within the meaning of Treasury Regulation Section 1.368-2(g). 

SECTrON 7.5 Access lo Iflfornration and Employees; Site Inspection. 

(a) From the date of this Agreement to the Effective Time and subject to Applicable Law and the Confidentiality 
Agreement, each party shall (and shall cause its Subsidiaries to) afford to the officers, designated employees, 
attorneys, accountants, financial advisors and other representatives of the other party reasonable access during 
normal business hours to all its properties, books, contracts, commihents, records, files, business plans, systems and 
officers and, during such period, such party shall (and shall cause its Subsidiaries to) furnish promptly to the other 
party all other information concerning it and its business, properties and personnel as such other party may 
reasonably request. Notwithstanding the foregoing, neither party shall be required to provide any information (i) that 
it is prohibited by Applicable Laws from providing to the other party, (ii) that constitutes information protected by 
attorneylclient privilege or (iii) that it is required to keep confidential by reason of contract or agreement with third 
parties. 

environmental and operational assessments ( “Assessments” ) of the Company’s operations, business or properties 
Assessments may include environmental investigations, audits, assessments, studies (including “Phase 11” studies), 

(b) From the date of this Agreement to the Effective Time, Parent may undertake or cause to be undertaken, 
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testing and visual and physical inspections. The Company shall cooperate in good faith with Parent’s (or its 
consultants’) efforts to conduct Assessments. 

(c) Each party agrees that it shall not, and shall cause its representatives not to, use any information obtained 
pursuant to this Section 7.5 for any purpose unrelated to the consummation of the transactions contemplated by this 
Agreement. All non-public information obtained pursuant to this Section 7.5 shall he governed by the Confidentiality 
Agreement dated November 27,2007 between the Company and Parent (the “Confidentiality Agreement” ). 

SECTION 7.6 Publicity. Each of the Company and Parent will consult with each other before issuing any press 
release or similar public announcement pertaining to this Agreement or the transactions contemplated hereby and 
shall not issue any such press release or make any such public announcement without the prior consent of the other 
party, which consent shall not he unreasonably withheld, delayed or conditioned, except as may he required by 
Applicable Laws or by obligations pursuant to any listing agreement with any national securities exchange, in which 
case the party proposing to issue such press release or make such public announcement shall use its reasonable best 
efforts to consult in good faith with the other party before issuing any such press release or making any such public 
announcement. 

SECTION 7.7 Listing Application. Parent shall use reasonable best efforts to promptly prepare and submit to 
the NYSE a listing application covering the Share Issuance and shall use reasonable best efforts to obtain, prior to the 
Effective Time, approval for the Share Issuance. 

SECTION 7.8 Leuers ofAccountants. 

(a) Parent shall use reasonable best efforts to cause to be delivered to the Company two “comfort” letters of 
Beard Miller Company LLP, Parent’s independent registered public accounting firm, one dated approximately the 
date on which the Form S-4 shall become effective and one dated the Closing Date, each addressed to the Company 
and Parent, in form reasonably satisfactory to the Company and customary in scope and substance for “comfort” 
letters delivered by independent registered public accounting firms in connection with registration statements similai 
to the Form S-4. 

(b) The Company shall use reasonable best efforts to cause to be delivered to Parent two “comfort? letters of 
BDO Seidman, LLP, the Company’s independent registered public accounting firm, one dated approximately the 
date on which the Form S-4 shall become effective and one dated the Closing Date, each addressed to Parent and the 
Company, in form reasonably satisfactory to Parent and customary in scope and substance for “comfort” letters 
delivered by independent registered public accounting firms in connection with registration statements similar to the 
Form S-4. 

SECTION 7.9 Expenses. Whether or not the Merger is consummated, all Expenses incurred in connection with 
this Agreement and the transactions contemplated hereby shall he paid by the party incurring such Expenses, except 
that (i) Parent and the Company shall share equally the filing fees required under or in connection with the HSR Act, 
(ii) Parent and the Company shall share equally the printing and mailing costs incurred in connection with mailing 
the Joint Proxy Statemenflrospectus to the respective stockholders of Parent and the Company, (iii) if the Merger is 
consummated, the Surviving Corporation or its relevant Subsidiary shall pay, or cause to be paid, any and all 
property or transfer taxes imposed on the Company or its Subsidiaries, and (iv) as othenvise agreed in writing by the 
parties. “Expenses” includes all out-of-pocket expenses (including all fees and expenses of counsel, accountants, 
investment bankers, experts and consultants to a party hereto and its affiliates) incurred by a party or on its behalf in 
connection with or related to the authorization, preparation, negotiation, execution and performance of this 
Agreement and the transactions contemplated hereby, including the preparation and filing of the Form S-4, the 
preparation, filing, printing and mailing of the Joint Proxy Statemenflrospectus, the solicitation of stockholder 
approvals, the filings made and/or other actions taken in connection with the Specified Consents and/or third-party 
consents and all other matters related to the transactions contemplated hereby. 

with the other the payment of dividends with respect to the Parent Common Stock and Company Common Stock and 
the record dates and payment dates relating thereto, it being the intention of the parties that holders of Parent 
Common Stock and Company Common Stock shall not receive two dividends, or fail to receive one dividend, for 
any single calendar quarter with respect to their shares of Parent Common Stock andlor Company 

SECTION 7.10 Dividends. After the date of this Agreement, each of Parent and the Company shall coordinate 
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Common Stock or any shares of Parent Common Stock that any such holder receives in exchange for such shares of 
Company Common Stock in the Merger. 

SECTION 7.1 1 Indemnificarion and Insurance. 

(a) For six years after the Effective Time, the Surviving Corporation shall indemnify and hold harmless and 
advance expenses to, to the full extent permitted by law as of the date of this Agreement, the individuals who at or 
prior to the Effective Time were present and former officers and directors of the Company or its Subsidiaries with 
respect to all acts or omissions by them in their capacities as such or taken at the request of the Company at any time 
prior to the Effective Time. The Surviving Corporation will honor all indemnification agreements, expense 
advancement and exculpation provisions with the individuals who at or prior to the Effective Time were officers and 
directors of the Company or its Subsidiaries (including under the Company’s articles of incorporation or by-laws) in 
effect as of the date hereof in accordance with the terms thereof. All such indemnification agreements are listed on 
Section 7,11(a) of the Company Disclosure Schedule and the Company has provided to Parent true and accurate 
copies of all such indemnification agreements. 

occurred before the Effective Time, the Surviving Corporation shall cause to be maintained officers’ and directors’ 
liability insurance covering all former and present officers and directors of the Company who are, or at any time prior 
to the Effective Time were, covered by the Company’s existing officers’ and directors’ liability insurance policies on 
terms substantially no less advantageous to such persons than such existing insurance, provided that the Surviving 
Corporation shall not be required to pay annual premiums in excess of 200% of the last annual premium paid by the 
Company prior to the date of this Agreement (the amount of which premium is set forth in Section 7.1 l(b) of the 
Company Disclosure Schedule), but in such case shall purchase as much coverage as reasonably practicable for such 
amount. 

SECTION 7.12 Antitakeover Statutes. If any Takeover Statute is or may become applicable to the transactions 
contemplated hereby, each of the parties and the members of its Board of Directors shall grant such approvals and 
take such actions as are necessary so that the transactions contemplated by this Agreement may he consummated as 
promptly as practicable on the terms contemplated hereby and otherwise use its commercially reasonable efforts to 
act to eliminate or minimize the effects of any Takeover Statute on any of the transactions contemnlated by this 

(b) For a period of six years after the Effective Time and with respect to claims arising from facts or events that 

Agreement. 

SECTION 7.13 Section 16 Matters. Prior to the Closing, Parent and the Company, and their respective Boards 
of Directors or committees thereof, shall use their reasonable best efforts to take all actions to cause any dispositions 
of Company Common Stock (including derivative securities with respect to Company Common Stock) or 
acquisitions of Parent Common Stock (including derivative securities with respect to Parent Common Stock) 
resulting from the transactions contemplated by Article I or Article 2 of this Agreement by each individual who is 
subject to the reporting requirements of Section 16(a) of the Exchange Act with respect to the Company, In he 
exempt under Rule 16b-3 promulgated under the Exchange Act, such actions to be taken in accordance with the 
terms and conditions set forth in no-action letters issued by the SEC in similar transactions. 

Section 368(a) of the Code. Each of Parent and the Company and each of their respective affiliates shall use their 
reasonable best efforts In cause the Merger to so qualify and to obtain the tax opinion referred to in Section 8.I(h) . 
For purposes of the tax opinion described in Secfion 8.l(hj , each of Parent and the Company shall use their 
reasonable best efforts to provide the representation letters described in Section 8.I(hj . 

SECTION 7.14 Tax Treatment. Parent and the Company intend the Merger to qualify as a reorganization under 

SECTION 7.15 Notification. The Company shall give prompt notice to Parent (i) in the event it receives or 
becomes aware of any complaint, charge or grievance against it or any of its Subsidiaries of any unfair labor practice. 
(ii) of the commencement of any organizational efforts as to which the Company obtains knowledge with respect to 
the formation of a collective bargaining unit or any threat thereof, and (iii) of any fact, event or circumstance as to 
which the Company obtains knowledge that would result in a failure of a condition set forth in Section 8.3(a). 
Section 8.3(bj or Section 8.3(c). Parent shall give prompt notice to the Company of any fact, event or circumstance as 
to which Parent obtains knowledge that would result in a failure of a condition set forth in Section 8.2/a)  or 
Secrion 8.2(b) ;provided. however, that the delivery of any notice pursuant to this Section 7.15 shall 
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not (i) affect the representations, warranties, covenants or agreements of the parties or the conditions to the 
obligations of the parties under this Agreement or (ii) limit or otherwise affect the remedies available hereunder to 
any of the parties sending or receiving such notice. 

SECTION 7.16 Employee Matters. 

(a) The Company and Parent agree that all employees of the Company and its Subsidiaries immediately prior to 
the Effective Time shall he employed by the Surviving Corporation immediately after the Effective Time, it being 
understood that Parent and the Surviving Corporation shall, except as required by Applicable Law, have no 
obligation to continue employing such employees for any length of time thereafter except pursuant to any applicable 
employment agreements. Parent shall deem, and shall cause the Surviving Corporation to deem, the period of 
employment wiih the Company and its Subsidiaries (and with predecessor employers with respect to which the 
Company and its Subsidiaries shall have granted service credit) to have been employment and service with Parent 
and the Surviving Corporation for benefit plan eligibility and vesting purposes (hut not for purposes of benefit 
accruals or benefit computations) for all of Parent’s and the Surviving Corporation’s employee benefit plans, 
programs, policies or arrangements to the extent service with Parent or the Sunriving Corporation is recognized 
under any such plan, program, policy or arrangement. The provisions of this Section 7.16 are solely for the benefit of 
the parties to this Agreement, and no employee or former employee of the Company or any of its Subsidiaries or any 
other individual associated therewith shall be regarded for any purpose as a third party beneficiary of this Agreement 
as a result of this Section 7. I 6  

(b) Parent shall keep in full force and effect all Company Benefit Plans (as modified pursuant to Section 7.16 
(c) ) for a period of at least one year from the Closing Date for all employees and former employees of the Company 
at the Effective Time; provided, however, that solely with respect to employees of the Company who are members of 
a labor union or collective bargaining unit and in connection with any agreement or amendment or renewal thereto 
entered into by Parent or any of its Subsidiaries and a collective bargaining unit or labor union of the Company, 
Parent reserves the right to modify or terminate any Company Benefit Plan prior to such one-year anniversary date. 
After such one-year anniversary date, participation of the employees and former employees of the Company in the 
Company Benefit Plans may continue until such time as it is reasonably practicable to transfer the participation of 
such employees and former employees to Parent Benefit Plans, if any, taking into consideration any applicable 
collective bargaining agreement obligations and contractual arrangements with insurers or other benefit plan 
providers. Under any medical and dental plans covering any employee or former employee of the Company, there 
shall be waived, and Parent or the Surviving Corporation shall cause the relevant insurance carriers and other third 
parties to waive, all restrictions and limitations for any medical condition existing as of the Effective Time of any of 
such employees and their eligible dependents for the purpose of any such plans, provided such persons had the 
requisite “creditable” service prior to the Effective Time, but only to the extent that such condition would be covered 
hy the relevant Company Benefit Plan if it were not a pre-existing condition and only to the extent of comparable 
coverage in effect immediately prior to the Effective Time. 

(c) Prior to the Effective Time, the Company shall cause (i) its Pension Plan to be modified as set forth in 
Exhibit 7.16(c) hereto and (ii) its Employee Stock Purchase Plan not to he renewed for the period commencing on 
July I, 2009, except, in the case of clause (ii), to the extent such action is prohibited or limited by (A) Applicable 
Law, (B) any existing contract between the Comvanv and any labor union or collective bargaining unit or (C) any . .  - - . .  . 
existing Employee Benefit Plan. 

SLcTloN 7 I 7  Dirrrtur H t ~ ~ ~ g ~ i ~ ~ t i o i i s  Un th: Closing Date, thc Company shall cause to be delivered tu Parenr 
duly exea~ted rcsign3tlons. cfixtive 32 of the Effective Time, of all members ofthe respectivr. Bmrds of Directors 
oithe Conipan) and 11s Subsidiaries and shall take such other action as 1s neccswry to accomplish the foregoing 

or appointment to i ts  Board uiDircctorj, eiiwttve upon or tmmdiakly aner the Closing, of‘twu members ofthe 
Company’s Hoard d‘Directsri, u h o  shd l  be desianated bv Parent and dizclused to the CtimDan\ at kabt tifieen 
(I 5 I d3ys in ad\ a w e  uf the (:losing 

SFCTIOS 7 I 8  P d r w  Bu~rrdoJ Direc tors Parent shall take all curpurete action necessary lo L‘dthe [he elecliun 

- 
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SECTION 7.19 Parent StockRepurchase. Notwithstanding anything in this Agreement, prior to the Closing 
Date, Parent or one or more of its affiliates may acquire, without limitation, shares of Parent Common Stock through 
open market transactions, block trades or other means 

redeem all outstanding shares of Company Preferred Stock at a redemption price equal to the amounts then required 
to he paid upon redemption of the applicable series of Company Preferred Stock pursuant to the terms of such series, 
together with all dividends accrued and unpaid to the date of such redemption. 

SECTION 7.20 Redemption ofCompany Preferred Stock. Prior to the Effective Time, the Company shall 

ARTICLE 8 

CONDITIONS 

SECTION 8.1 Conditions to Each Party’s Obligation to Effect the Merger. The respective obligation of each 
party to effect the Merger shall he subject to the fulfillment or waiver by each of the parties to this Agreement 
(subject to Applicable Laws) on or prior to the Closing Date of the following conditions: 

(a) Stockholder Approval. The Parent Stockholder Approval and the Company Stockholder Approval 

(b) HSR Act. If applicable, any waiting period (or extension thereof) applicable to the consummation of 

(c) No Illegality or Prohibition. No Applicable Law shall have been adopted or promulgated, and no 

shall have been obtained. 

the Merger under the HSR Act shall have expired or been terminated. 

Order issued by a court or other Governmental Entity of competent jurisdiction shall he in effect, having the 
effect of making the Merger illegal or otherwise prohibiting consummation of the Merger. 

(d) Governmental Actions. There shall not have been instituted and continuing or pending any Action by 
any Governmental Entity of competent jurisdiction seeking to make the Merger illegal or otherwise prohibiting 
consummation of the Merger. 

Securities Act. No stop order suspending the effectiveness of the Form S-4 shall be in effect and no proceedings 
for that purpose shall have been initiated or threatened by the SEC. 

obtained. 

(e) Effectiveness ofForm S-4. The Form S-4 shall have been declared effective by the SEC under the 

(0 NYSE Listing. The NYSE Approval (in the form of an official notice of issuance) shall have been 

(8) Other Consents. To the extent applicable to the consummation of the Merger, the Utility Approvals 
shall have been obtained. 

(h) Tax Opinion. The Company and Parent shall have received from Baker & Hostetler LLP, counsel to 
Parent, on the Closing Date, a written opinion dated as of the Closing Date in form and substance satisfactory to 
the Company and Parent to the effect that the Merger will constitute a reorganization pursuant to Section 368 of 
the Code and certain tax consequences will result therefrom. In connection with rendering such opinion, Parent 
and the Company shall provide representation letters to such counsel to Parent in form and substance as such 
counsel to Parent deems reasonably necessary and such counsel to Parent shall be entitled to rely upon such 
representation letters provided by Parent and the Company. 

SECTION 8.2 Additional Conditions to Obligation of the Company to Effect the Merger. The obligation of the 
Company to effect the Merger shall he subject to the fulfillment (or waiver by the Company) on or prior to the 
Closing Date of the following conditions: 

(a) Representations and Warranties. Each of the representations and warranties of Parent and Merger Sub 
contained in this Agreement shall be true and correct in all respects as of the date of this Agreement and the 
Closing Date (except to the extent such representations and warranties expressly relate to an earlier date, in 
which case as of such earlier date, and except as such representations and warranties are affected by actions 
explicitly permitted by this Agreement), except where the failure of the representations and warranties to be true 
and correct, individually or in the aggregate, has not had and is not reasonably likely to have a Parent 
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Material Adverse Effect (other than representations and warranties qualified by Parent Material Adverse Effect 
or materiality, which shall be tme and correct in all respects), and the Company shall have received a certificate 
of each of Parent and Merger Sub, executed on its behalf by its chief executive officer, president or chief 
financial officer, dated the Closing Date, to such effect. 

(b) Performance of Obligations ofparent. All of the agreements and covenants required to be performed 
or complied with by Parent under this Agreement at or prior to the Closing Date that are qualified as to Material 
Adverse Effect or materiality shall have been performed or complied with in all respects and all other 
agreements and covenants required tn be performed or complied with by Parent under this Agreement at or prior 
to the Closing Date that are not so qualified shall have been performed or complied with in all material respects, 
and the Company shall have received a certificate of Parent, executed on its behalf by its chief executive officer, 
president or chief financial officer, dated the Closing Date, to such effect. 

occurred any change, event, occurrence, state of facts or development that individually or in the aggregate has 
had or is reasonably likely to have a Parent Material Adverse Effect. 

SECTION 8.3 Additional Conditions to Obligation of Parent and Merger Sub to Effect the Merger. The 

(c) No Parent Material Adverse Effect. At any time after the date of this Agreement, there shall not have 

obligations of Parent and Merger Sub tn effect the Merger shall be subject to the fulfillment (or waiver by Parent) on 
or prior to the Closing Date of the following conditions: 

(a) Representations and Warranties. Each of the representations and warranties of the Company 
contained in this Agreement shall be true and correct in all respects as of the date of this Agreement and the 
Closing Date (except to the extent such representations and warranties expressly relate to an earlier date, in 
which case as of such earlier date, and except as such representations and warranties are affected by actions 
explicitly permitted by this Agreement), except where the failure of the representations and warranties to be true 
and correct, individually or in the aggregate, has not had and is not reasonably likely to have a Company 
Material Adverse Effect (other than representations and warranties qualified by Company Material Adverse 
Effect or materiality, which shall be true and correct in all respects), and Parent shall have received a certificate 
of the Company, executed on its behalf by its chief executive officer, president or chief financial officer, dated 
the Closing Date, to such effect. 

(h) Performance of Obligations of the Company. All of the agreements and covenants required to be 
performed or complied with by the Company under this Agreement at or prior to the Closing Date that are 
qualified as tn Material Adverse Effect or materiality shall have been performed or complied with in all respects 
and all other agreements and covenants required to be performed or complied with by the Company under this 
Agreement at or prior to the Closing Date that are not so qualified shall have been performed or complied with 
in all material respects, and Parent shall have received a certificate of the Company, executed on its behalf by its 
chief executive officer, president or chief financial officer, dated the Closing Date, to such effect. 

(c) Employee Matters. Notwithstanding Section 8.3(b) , the Company shall have performed in all respects 
all agreements and covenants required to be performed by it under Section 7.16(c) . 

(d) No Company Material Adverse Effect. At any time after the date of this Agreement, there shall not 
have occurred any change, event, occurrence, state of facts or development that individually or in the aggregate 
has had or is reasonably likely to have a Company Material Adverse Effect. 

ARTICLE 9 

TERMINATION 

SECTION 9. I Termination by Mutual Consent. This Agreement may be terminated, and the Merger may be 
abandoned, at any time prior to the Effective Time, whether before or after Parent Stockholder Approval or the 
Company Stockholder Approval has been obtained, by the mutual written consent of Parent and the Comoanv, 
through action of their respective Boards of Directors. 
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SECTION 9.2 Termination by the Company or Parent. This Agreement may be terminated at any time prior to 
the Effective Time, whether before or after Parent Stockholder Approval or the Company Stockholder Approval has 
been obtained, by action of the Board of Directors of the Company or Parent if: 

(a) the Merger shall not have been consummated by January 3 1,2010 (the “Termination Date,” which 
term shall include the date of any extension under this Section 9.2(a) );provided, however, that if on the 
Termination Date the conditions to Closing set forth in Section 8.l(b) or 8.1(p) shall not have been fulfilled but 
all other conditions to Closing shall or shall be capable of being fulfilled, then the Termination Date shall be 
automatically extended to March 31,2010; andprovided,/urther , that the right to terminate this Agreement 
pursuant to this clause (a) shall not be available to any party whose failure to perform or observe in any material 
respect any of its obligations under this Agreement in any manner shall have been the cause of, or resulted in, 
the failure of the Merger to occur on or before such date; 

(b) the Parent Stockholders Meeting shall have been held and the Parent Stockholder Approval shall not 
have been obtained upon a vote taken thereon; 

(c) the Company Stockholders Meeting shall have been held and the Company Stockholder Approval shall 
not have been obtained upon a vote taken thereon; or 

(d) a Governmental Entity shall have issued an Order or taken any other action permanently restraining, 
enjoining or otherwise prohibiting the transactions contemplated by this Agreement and such Order or other 
action shall have become final and nonappealable; provided. however, that the party seeking to terminate this 
Agreement pursuant to this clause (d) shall have fulfilled its obligations under Section 7.4 and, witb respect to 
other matters not covered by Section 7.4, shall have used its reasonable best efforts to remove such Order. 

SECTION 9.3 Termination by Parent. This Agreement may be terminated at any time prior to the Effective 
Time by action of the Board of Directors of Parent if: 

(a) The Company shall have breached any representation or warranty or failed to perform any covenant or 
agreement set forth in this Agreement or any representation or warranty of the Company shall have become 
untrue, in any case such that the conditions set forth in Section 8.3(a) or 8.3(b) would not be satisfied (assuming 
for purposes of this Section 9.3(a) that the references in Section 8.3(a) and8,3(b) to “Closing Date” mean the 
date of termination pursuant to this Section 9.3(a) ), and such breach shall not he curable, or, if curable, shall not 
have been cured within 45 days after the date that written notice of such breach is given to Parent by the 
Company or, in the event such breach is discovered by Parent, within 45 days after the date written notice of 
such breach is given to the Company by Parent;provided. however, that Parent may not terminate this 
Agreement under this Section 9.3(a) if it is then in breach of any representation, warranty, covenant or 
agreement set forth in this Agreement such that the Company would then be entitled to terminate this Agreement 
under Section 9.4(a) (without giving effect to the proviso in Section 9.4(a) ); 

(h) a Company Adverse Recommendation Change shall have occurred; or 

(c) there shall have occurred a Company Material Adverse Effect. 

SECTION 9.4 Termination by fhe Company. This Agreement may be terminated at any time prior to the 

(a) Parent or Merger Sub shall have breached any representation or warranty or failed to perform any 
covenant or agreement set forth in this Agreement or any representation or warranty of Parent or Merger Sub 
shall have become untrue, in any case such that the conditions set forth in Section 8.2(a) or 8.2(b) would not be 
satisfied (assuming for purposes of this Section 9.4(a) that the references in Seciion 8.2(a) and S.t(b) to 
‘‘Closing Date” mean the date of termination pursuant to this Section 9.4(u) ), and such breach shall not be 
curable, or, if curable, shall not have been cured within 45 days after the date written notice of such breach is 
given to the Company by Parent or, in the event such breach is discovered by the Company, within 45 days after 
the date written notice of such breach is given to Parent by the Company; provided, however, that the Company 
may not terminate this Agreement under this Section 9.4(a) if it is then in breach of any representation, 
warranty, covenant or agreement set forth in this Agreement such that Parent would then be entitled to terminate 
this Agreement under Section 9.3(a) (without giving effect to the proviso in Section 9.3(a) ); 

Effective Time by action of the Board of Directors of the Company if: 
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(b) (I) The Board ofDirectors of the Compmy authorize.; the Cdmpany, folluwing a determination by the 
Board of Directors in good faith (after consultation with outside counsel) that the failure to do so would be 
reaxinably likely tu bc inconsistent with i ts fiduciary duties to the stockholders of the Company under 
Applicable Law, to enter into a binding witten agreement coiiceming a transactiun that constitutes a Company 
Superior Proposal. (ii) the Company nutities Parent in writing that it intends to enter into such an agrcemenl, and 
(iiii Parent does not make. within three business days ofrcceipt ofthe Company's written notification of i ts 
intention to enter into a binding agreement for such Coinp3ny Superior Propaal, an otT?r that the Board of 
Diredors of the Company determines. in good iaith afier conwltation with a financial advisor of nationally 
recogiiized reputation and its outside l e g 1  counsel, is at least as fa\,orable to the Company's stockholders as 
such Company Superior Proposal, it being understood that the Company shall iiot enter into any such binding 
agreement dunng such three husiness-Jay pcriod; or 

[el thcrc shall have uccurrcd a Parent xlatcriai Adverse Fllcct 

SFCI IO\ 9 5 

(3)  I n  the event that this Agrecnim I> teniiinated ( I )  by I'arent pursuant 13 Set.i,wi 9 .ilb/ , and no Parent 
Material Adverse Effect shall have occurred after the date of this Agrec.meiit and be continuing at the time of tlie 
Company Adverse Recommendation Change giving rise to tlie termii iat im hy Parent, or (ii) by the (.'oinpany 
pursuant t u  .Seci;on Y 4(h, , then the Company $hall piy Parent a fee equal to S3,40V.U00 (the "Termination Fee" ) 
on lhc first husinesh day iollowing the dare uftenninatioii of this Agreement. In the event that (A) after the date of 
this Agreement, a Company 'I akeovcr I'roposal is publicly made to tlie Company or is publicly made directly to the 
stoekhulders orthe Conipan) generally or an! perron publicly announces an inleiition (whether or iiot conditional) to 
make a ('ornpany 'Takeover I'ruposal and ( 1 3 )  this Agreement is tcnitiiiatcd by cither the Company or Parent pursuant 
to .ZL.L.iwi? Y.21~1 o r  9 2 1 ~ 1  , and within 365 days oisuch tcnnination the Company or any of its Subsidiaries enters 
intu . i n )  definitive agreement with respect to, o r  cmsuniinstes, m y  Company Takeover Propod,  then tht. Cumpmy 
shall pay Parent thc lennination Fee on the earlier ofthe date the Cumpany or its Subdixry enter, intu such 
agrcemcnt with respect to such Cumpany Takeover Pruposal and the datc such Company 'Takeover Proposal is 
consummatcd. The Company acknowledges and agrees that ( X J  the agreements contained i n  this Seciion 9 5 1 q  are an 
integral pan olthc transactions contcmpl3ted by this Agreement. (y) constitute liqbidated damages and not a penalty 
and (z)  $5 ithout these agrceinents, the other panies would not enter into t h i r  Agruement; accordingly, ifthe Company 
FJIIS prumptly tu pay any aniount due pursuant to this Seciioti Y 51'1) ,and,  in  order to obtain such payment, Parent 
commences a suit that rcsulti in a judgment for a fee payable pursuant ttr this  Scciiun L.5/1,1 , the Company shall also 
reimburse Parent's costs and expenses (including 3 t t~neys '  fee\ and expen,cs) in connection with u c h  wit, together 
with interest on the amount of such fee from the datu such payment was requircd hi be made until the dat? of 
p3yment at the prime rate ofP\'C Bank, Delaware in effect on the date such payment was required tn he inadc Any 
payment to he made under this .Y@(rion 4 5101 shall be made by wire trmsfer ofsanie.-day funds 

(bi In thc event oftermination ofthis Agreement pursuant to this .Iriic/L' 4 ,  311 ahligations ofthe parties 
hereunder shall tcniiiiiate, except tht, ohligmiin'ofthe panics pursuant to this Sezrron 4 5 , S?L.iionv 7 j(c/ and 7 9 
andeuccptiorihepro\'isions,ii.~1.Lii~,ns 1112, 103, 1 6 4  106. /OX. 1 6 9 .  IO IO. / I ,  / I ,  16 / 2 a n J / / , ) / 3 , p r o i r r l e d  
that nothing herein shall rclie\e any party from any Iiahility iur any hrca2h by such party uiany ot ' i ts  
representations, \\arrantics, covenants ur agreements set ionh in this Agreement and all rights and remedies of the 
n<mhreaching pany tinder this Agrcemeiit, at Ian or in equiry, shall he presmcd 

Cuntidcntiality Agrceinent shall apply to a11 infmn3tim and material dclivcred by any p m y  hereunder. 

the date of sLch termination, ncithcr the Company nor Parent or any of their respecu\e Suhsidiarics wi l l  hire. or 
solicit for hire or employment, directly or indire.ctly, m y  uificcr ur enipluyce ofthe othcr patty or any of its 
Subsidiaric, ur an) prrwn who at the tmie ofproposed hi rs  had been an oificcr or cinployec o i t l l e  other pany or any 
of i ts Suhsidiarics within the pre\ ious six inmths For the purposes oithlr provision, "wlicitation" shall not include 
solicitation of any non-ofriccr employee who is solicited hy ad\,crtising in a n:\vspaper or periodical oigencral 
cIrculatiui1 ur who on hi, or her own initiati\: seeks employment with the Company or Parent or any of their 
respective Suhsidiaries, as the case may be 

c/JBc.I o/Twwwiuiwtr 

[:I The Confidentiality :\greeincnt shall s t in ' i \e  any termination of this Agreement. and the prwisions of su;h 

(d) In the eiei i t  of termination ofthi, Agrccnient purhuant to this Ariirls 9 ,  for a period of one year fullu\\ ing 
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(e) In the event of termination of this Agreement pursuant to this Article 9 ,  for a period of one year following 
the date of such termination, without the prior written consent of the Company’s or Parent’s Board of Directors, as 
the case may be, neither Parent nor the Company will directly or indirectly (nor will either of them assist or 
encourage directly or indirectly others to): (i) acquire or agree, offer, seek or propose to acquire, or cause to be 
acquired, directly or indirectly, by purchase or otherwise, ownership of any voting securities or rights to acquire any 
voting securities of the other, or any of the assets or businesses of the other or any subsidiary or division thereof or 
any bank debt, claims or other obligations of the other or any rights to acquire such ownership (including from a third 
party); (ii) seek or propose to influence or control the management or policies of the other or to obtain representation 
on the other’s Board of Directors, or solicit, or participate in the solicitation of, any proxies of the other’s 
stockholders, or make any public announcement with respect to any of the foregoing; (iii) make any public 
announcement with respect to, or submit a proposal for, or offer of (with or without conditions) any extraordinary 
transaction involving the other or its securities or assets; or (iv) enter into any discussions, negotiations, arrangements 
or understandings with any third party with respect to any of the foregoing, or otherwise form, join or in any way 
participate in a “group” (as defined in the Exchange Act) in connection with any of the foregoing. Each party will 
promptly advise the other of any inquiry or proposal made to it with respect to any of the foregoing. Notwithstanding 
the foregoing, (A) either party shall be permitted to commence a non-coercive tender offer for the other’s common 
stock at a price higher than that contemplated by any other then-existing merger agreement to which the other is a 
party; and (B) either party may comment on any merger negotiation process or other matter relating to or involving 
the merger or takeover of the other party in order to correct material misstatements or omissions made by the other 
party or its advisors. 

SECTION 9.6 Extension; Waiver. At any time prior to the Effective Time, each party may by action taken by 
its Board of Directors, to the extent legally allowed, (i) extend the time for the performance of any of the obligations 
or other acts of the other parties, (ii) waive any inaccuracies in the representations and warranties made to such party 
contained herein or in any document delivered pursuant hereto and (iii) waive compliance with any of the agreements 
or conditions for the benefit of such party contained herein. Any agreement on the part of a party to any such 
extension or waiver shall be valid only if set forth in an instrument in writing signed on behalf of such party 

ARTICLE I O  

GENERAL PROVISIONS 

SECTION 10. I Nonsurvival ofRepresentations, Warranties and Agreements. None of the representations, 
warranties, covenants and other agreements in this Agreement or in any instrument delivered pursuant to this 
Agreement, including any rights arising out of any breach of such representations, warranties, covenants and other 
agreements, shall survive the Effective Time, except for those covenants and agreements contained herein and 
therein that by their terms apply or are to be performed in whole or in part after the Effective Time and this 
Article IO . 

SECTION 10.2 Notices. Except as otherwise provided herein, any notice required to be given hereunder shall 
be sufficient if in writing and sent by facsimile transmission, courier service (with proof of service) or hand delivery, 
addressed as follows: 

if to Parent or Merger Sub, at: 
Chesapeak Utilities Corporation 
YO9 Silver Lake Boulevard 
Dover, DE 19904 
Attention: John Schimkaitis 
Facsimile No.: 302-734-6750 

with a copy, which shall not constitute notice for purposes hereof, to: 
Baker & Hostetler LLP 
SunTrust Center, Suite 2300 
200 South Orange Avenue 
Orlando, FL 32801-3432 
Attention: Jeffrey Decker, Esq 
Facsimile No.: 407-841-0168 
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if to the Company, at: 
Florida Public Utilities Company 
40 I South Dixie Highway 
West Palm Beach, Florida 33401 
Attention: John T. English 
Facsimile No.: 561-833-0151 

with a copy, which shall not constitute notice for purposes hereof, to: 
Bryan Cave LLP 
700 13th Street, N.W. Suite 700 
Washington, DC 20005 
Attention: LaDawn Naegle, Esq. 
Facsimile No.: 202-508-6200 

or to such other address as any party shall specify by written notice so given, and such notice shall be deemed to have 
been delivered as of the date so telecommunicated or delivered. 

SECTION 10.3 Assignment; Binding Efsect; Benefil. Neither this Agreement nor any of the rights, interests or 
obligations hereunder shall be assigned by any of the parties, in whole or in part (whether by operation of law or 
otherwise), without the prior written consent of the other parties, and any attempt to make any such assignment 
without such consent shall he null and void. Subject to the preceding sentence, this Agreement shall be binding upon 
and shall inure to the benefit of and he enforceable by the parties and their respective snccessors and assigns. 
Notwithstanding anything contained in this Agreement to the contrary, except for the provisions ofSection 7.11 , 
nothing in this Agreement, expressed or implied, is intended to or shall confer any rights, remedies, obligations or 
liabilities upon any person other than the parties and their respective successors and permitted assigns. 

SECTION 10.4 Entire Agreement. This Agreement, the Exhibits to this Agreement, the Parent Disclosure 
Schedule, the Company Disclosure Schedule and the Confidentiality Agreement constitute the entire agreement 
among the parties with respect to the subject matter hereof and supersede all prior agreements and understandings, 
both written and oral, among the parties with respect thereto. 

their Boards of Directors, at any time before or after obtaining the Company Stockholder Approval or the Parent 
Stockholder Approval, but after any such stockholder approval, no amendment shall be made which by law requires 
the further approval of stockholders without obtaining such further approval. To be effective, any amendment or 
modification hereto must be in a written document each party has executed and delivered to the other parties. 

by and construed and enforced in accordance with the laws of the State ofFlorida without regard to the conflicts of 
law provisions thereof that would cause the laws of any other jurisdiction to apply 

which shall constitute one and the same agreement and shall become effective when one or more counterparts have 
been signed by each of the parties and delivered to the other parties, it being understood that all parties need not sign 
the same counterpart. 

SECTION 10.8 Headings. Headings of the Articles and Sections of this Agreement are for the convenience of 
the parties only and shall be given no substantive QT interpretative effect whatsoever. 

SECTION 10.9 Interpretation; Cerlain Definitions. 

(a) When a reference is made in this Agreement to Sections, Exhibits or Disclosure Schedules, such reference 

(b) Unless the context otherwise requires, words describing the singular number shall include the plural and vice 

SECTION 10.5 Amendnients. This Agreement may be amended by the parties, by action taken or authorized by 

SECTION 10.6 Governing Law. This Agreement and the rights and obligations of the parties shall be governed 

SECTION 10.7 Counterparts. This Agreement may be executed by the parties in separate counterparts, all o f  

shall be to a Section of or Exhibit or Disclosure Schedule to this Agreement unless otherwise indicated. 

versa, words denoting any gender shall include all genders, and words denoting natural persons shall include 
corporations, limited liability companies and partnerships and vice versa. 
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(c) Whenever the words “include,” “includes” or “including” are used in this Agreement, they shall be deemed 

(d) The words “stockholder” or “stockholders” shall be deemed to include the words “shareholder” or 

to he followed by the words “without limitation.” 

“shareholders” and vice versa and the word “stock” shall be deemed to include the word “share” or “shares” and vice 
versa. 

(e) The phrase “to the knowledge of’ and similar phrases relating to knowledge of Parent or the Company, as 
the case may be, shall mean with respect to Parent, the actual knowledge of John R. Schimkaitis, Michael P. 
McMasters and Beth W. Cooper, and with respect to the Company, the actual knowledge of John T. English, Charles 
L. Stein and George M. Bachman. 

(0 “Material Adverse Effect” means, with respect to any party, any change, effect, event, occurrence, state of 
facts or development that individually or in the aggregate has a material adverse effect on or constitutes a material 
adverse change in (i) the ability of the party to consummate the transactions contemplated by this Agreement or 
fulfill the conditions to Closing or (ii) the business, assets, financial condition or results of operations of such party 
and its Subsidiaries, taken as a whole, except with respect to clause (ii) any such change or effect that arises or results 
from (A) changes that affect the United States economy in general and that do not disproportionately affect such 
party in any material respect, (B) changes in the credit, debt, financial or capital markets, including changes in 
interest or exchange rates, in each case in the United States or elsewhere in the world and in each case that do not 
disproportionately affect such party in any material respect, (C) changes in law, (D) changes that affect generally the 
industries in which such party operates and that do not disproportionately affect such party in any material respect, 
(E) changes in GAAP, (F) acts of war or terrorism, (G) the negotiation, execution, announcement or performance of 
this Agreement, including the impact thereof on relationships, contractual or otherwise, with customers, suppliers, 
distributors, partners, financing sources, employees, revenue and profitability, (H) earthquakes, hurricanes, tornados 
or other natural disasters, (I) any action taken by the Company or its Subsidiaries or by the Parent or its Subsidiaries 
as expressly contemplated by this Agreement or with Parent’s or the Company’s, as the case may be, written consent 
or at Parent’s or the Company’s, as the case may he, written request, (J) any decline in and of itself in the market 
price, or change in trading volume, of the capital stock of the Company or Parent, (K) the suspension of trading 
generally on the AMEX or the NYSE, or (L) any shareholder or derivative litigation arising from allegations of a 
breach of fiduciary duty or other violation of Applicable Law relating to this Agreement or the transactions 
contemplated hereby. All references to a Parent Material Adverse Effect contained in this Agreement shall he 
deemed to refer solely to Parent and its Subsidiaries without including its ownership of the Company and its 
Subsidiaries after the Merger, unless otherwise specified. 

(g) The term “Subsidiary ,’I when used with respect to any party, means any (i) corporation or other 
organization (including a limited liability company or a partnership), whether incorporated or unincorporated, of 
which such party directly or indirectly owns or controls at least 50% of the securities or other interests having by 
their terms ordinary voting power to elect at least 50% of the board of directors or others performing similar 
functions with respect to such corporation or (ii) other organization or any organization of which such party directly 
or indirectly is, or owns or controls, a general partner or managing member. 

(h) For purposes of this Agreement, “tax” or “taxes” means all net income, gross income, gross receipts, sales, 
use, ad valorem, transfer, accumulated earnings, personal holding company, excess profits, franchise, profits, license, 
withholding, payroll, employment, excise, severance, stamp, occupation, premium, property, disability, capital stock 
or windfall profits taxes, customs duties or other taxes, fees, assessments or governmental charges of any kind 
whatsoever, together with any interest and any penalties, additions to tax or additional amounts imposed by any 
taxing authority. 

statutory Liens of lessors; Liens of carriers, warehousemen, repairmen, mechanics and materialmen arising by 
operation of law in the ordinary course of business: Liens incurred in the ordinary course of business that secure 
obligations not yet due and payable; Liens securing indebtedness of the Company and its Subsidiaries or Parent and 
its Subsidiaries outstanding or incurred in accordance with Section 6.1 or 6.2 

(i) As used in this Agreement, the term “Permitted Liens” shall mean Liens for taxes not yet due and payable; 
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0 )  All parties will he considered drafters of this Agreement and accordingly any ambiguity shall not he 
constmed against any particular party. 

SECTION IO. I O  Waivers. Except as provided in this Agreement, no action taken pursuant to this Agreement, 
including any investigation by or on behalf of any party, or delay or omission in the exercise of any right, power or 
remedy accruing to any party as a result of any breach or default hereunder by any other party shall he deemed to 
impair any such right, power or remedy, nor will it he deemed to constitute a waiver by the party taking such action 
of compliance with any representations, warranties, covenants or agreements contained in this Agreement. The 
waiver by any party of a breach of any provision hereunder shall not operate or he construed as a waiver of any prior 
or subsequent breach of the same or any other provision hereunder. 

Company Disclosure Schedule and all Exhibits attached hereto and referred to herein are hereby incorporated berein 
and made a part hereof for all purposes as if fully set forth herein. 

provision will, to the extent possible, he modified in such a manner as to he valid, legal and enforceable but so as to 
retain most nearly the intent of the parties as expressed herein, and if such a modification is not possible, that 
provision will be severed from this Agreement, and in either case the validity, legality and enforceability of the 
remaining provisions of this Agreement will not in any way be affected or impaired thereby. If any provision of this 
Agreement is so broad as to he unenforceable, the provision shall he interpreted to be only so broad as is enforceable. 

provision of this Agreement were not performed in accordance with its terms and that the parties shall be entitled, 
without posting a bond or similar indemnity, to an injunction or injunctions to prevent breaches of this Agreement or 
to enforce specifically the performance of the terms and provisions hereof, in addition to any other remedy to which 
the parties are entitled at law or in equity. 

[Signatures appear on !he nexf page.] 

SECTION 10.1 1 Incorporation ofDisclosure Schedules andExhihits. The Parent Disclosure Schedule, the 

SECTION 10.12 Severabilily. If any provision of this Agreement is invalid, illegal or unenforceable, that 

SECTION 10.13 Enfarcement ofifgreement. The parties agree that irreparable damage would occur if any 
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IN WITNESS WHEREOF, each of the patties has caused this Agreement to he executed on its behalf by its 
officers thereunto duly authorized on the day and year first above written. 

FLORIDA PUBLIC UTILITIES COMPANY 

By: /si John T. English 
John T. Enelish. 
President and Chief Executive Officer 

CHESAPEAKE UTILITIES CORPORATION 

By: is/ John R. Schimkaitis 
John R. Schimkaitis, 
President and Chief Executive Officer 

CPK PELICAN, M C  

By: is /  John R. Schimkaitis 
John R. Schimkaitis, 
President and Chief Executive Officer 

41 



Exhibit 99.1 

Filed by Chesapeake Utilities Corporation 
Pursuant to Rule 425 under the Securities Act of 1933 

And Deemed Filed Pursuant to Rule 14a-12 
under the Securities Exchange Act of 1934 

Subject Company: Florida Public Utilities Company 

Commission FileNo.: 001-10608 

Date: April 20,2009 

CHESAPEAKE UTILlTlES CORPORATION 
AND FLORIDA PUBLlC UTILITIES COMPANY 

ANNOUNCE DEFINITIVE MERGER AGREEMENT 

- All Stock Transaction; Each Common Share of Florida Public Utilities Company to be Exchanged For 
0.405 Common Shares of Chesapeake Utilities Corporation - 

DOVER, DE and WEST PALM BEACH, FL, April 20,2009 ~- Chesapeake Utilities Corporation (NYSE: CPK) and Florida Public Utilities 
Company WYSE AMEX: FPU) today announced that they have entered into a definitive merger agreement pursuant to which Florida Public 
Utilities will merge with a wholly owned subsidiary of Chesapeake. The merger was unanimously approved by both companies’ Boards of 
Directors on Friday, April 17,2009. Under the merger agreement, holders of Florida Public Utilities common stock will receive 0.405 shares of 
Chesapeake common stock in exchange for each outstanding share of Florida Public Utilities. Based on the average of Chesapeake’s closing 
stock price the fifteen trading days prior to April 15,2009, the transaction has an approximate value of $12.20 per Florida Public Utilities 
share. The merger is intended to qualify as a tax-free reorganization and is subject to various regulatory approvals as well as approval by the 
shareholders of both companies. The merger is expected to close during the fourth quarter of 2009. Management expects the transaction to be 
earnings neutral or slightly accretive in 2010 and meaningfully accretive in 201 1 

The merger will create a combined energy company sewing approximately 200,000 customers (1 17,000 natural gas, 48,000 propane and 
3 1,000 electric customers) in the Mid-Atlantic and Florida markets with assets totaling $595 million. Chesapeake and Florida Public Utilities 
recognized $291.4 million and $168.5 million in revenues, respectively, and $13.6 million and $3.5 million in net income, respectively, for 
2008. 

At the close of the merger, Florida Public Utilities will he a wholly owned subsidiary of Chesapeake and initially will continue to operate as a 
separate business unit. Over time, subject to regulatory approval, Central Florida Gas, a division of Chesapeake, and Florida Public Utilities 
will integrate their operations. Consolidation of regulated natural gas services will require Florida Public Service Commission approval and 
may extend beyond two years. The combined Florida subsidiary will conduct business under the name of Florida Public Utilities. 

At the end of 2008, Central Florida Gas served approximately 16,800 customers in 23 counties and Florida Public Utilities served 
approximately 95,700 customers in 19 counties, of which eight counties are served by both entities. As a result of the merger, the combined 
company will have an increased 
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geographic footprint and serve 34 counties throughout Florida. The combination of Florida Public Utilities and Central Florida Gas will 
increase the number of regulated Florida utility customers served to more than 97,000 and unregulated Florida propane customers served to 
approximately 15,000 customers. 

“We believe this merger is a great strategic fit for both companies, and we expect it to benefit the customers and shareholders of both 
companies. We share a fundamental business philosophy that promotes steady profitable growth, new investments to fuel that growth, and key 
acquisitions to strengthen our position,” stated John Schimkaitis, Chesapeake’s President and Chief Executive Officer. “We have the utmost 
respect for Florida Public Ut 
opportunities the merger brings to continue the legacies that both Florida Public Utilities and Chesapeake have built over the past decade.” 

“We are pleased to be joining forces with Chesapeake. Our companies share many key corporate values ~ a commitment to quality customer 
service, an appreciation for our employees, and a dedication to achieving profitable long-term growth,’’ stated Jack English, Florida Public 
Utilities Chairman, President and Chief Executive Officer. “We believe that our shared common traits and business philosophies will help 
ensure a smooth transition and make this merger a smart organic fit.” 

Upon completion of the merger, John Schimkaitis, President and Chief Executive Officer of Chesapeake, will also become Chairman and Chief 
Executive Officer of Florida Public Utilities. Jack English will be retained as a consultant for up to twenty-four months following the merger, 
and will assist in the integration effort. Two members of the Florida Public Utilities Board of Directors will join the Chesapeake Board of 
Directors. 

Expected Benefits of the Merger 

The merger is expected to deliver significant benefits to the customers and shareholders of both companies including: 

1. Increased Scale and Scope : The geographic footprint, number of total customers served, and the diversity of service offerings will increase 
as a result of the transaction. The combined operations will include substantial customer bases for electric, natural gas and propane in several 
key markets across Florida including the Southeast, Central, Northeast and Panhandle geographic areas. 

2. Future Growth Potential : While the economic climate in Florida has slowed, the long-term forecasts still project Florida to be among the 
fastest growing states in the country. State projections for Florida anticipate that population growth will begin to slowly increase again in 2010, 
at which time the companies expect that the combined company will he well positioned to help meet the energy needs of new residential 
consumers in our combined service territory, along with the commercial development that typically follows. The merger is expected to create a 
stronger company with increased capabilities to serve the future growth. 

3. Florida’s Supportive Natural Gas Regulatory Climate: Florida’s regulatory commission has a long history of actively promoting natural 
gas expansion throughout the state. Actions taken in recent years by the Governor, the legislature and Florida regulators all underscore that 
Florida is a great place to grow the natural gas business. 

4. Shared Gas Experience and Expertise: The companies anticipate that the combined company will benefit greatly from each other’s 
outstanding experience and expertise in the natural gas and propane distribution businesses. In addition, Florida Public Utilities’ electric 
business will expand Chesapeake’s energy portfolio, as well as its utility foundation. 

5. Synergistic Opportunities: The companies anticipate that the merger will offer opportunities for both companies to operate more 
effectively, create efficiencies at all levels of the new organization, and employ best practices. 

6.  Increased Financial Strength: Increased scale and scope is expected to further strengthen the balance sheet of the combined company, 
adding increased financial flexibility and enhanced access to capital markets. Chesapeake expects to maintain its dividend policy consistent 
with past practice. 

es and its track record under its Board as well as management’s leadership. We are excited about the 
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7. Steadfast Community Involvement: Chesapeake and Florida Public Utilities have and will continue to be committed to the communities in 
which they operate, and both have strong track records for safety. 

Approvals and Timing 

The merger is conditioned upon approval by the shareholders of both companies, as well as a number of approvals or reviews by federal and 
state regulatory authorities, including the Delaware Public Service Commission and the Maryland Public Service Commission. The companies 
will work to secure necessary government approvals consistent with the Hart-Scott-Rodino Antitrust Improvements Act. Shareholder approval 
will require the filing of proxy solicitation materials and securities registration documents with the Securities and Exchanre Commission. The 
companies anticipate making required regulatory filings and seeking regulatory and shareholder approval to allow a closing of the transaction 
during the fourth quarter of 2009. 

Advisors 

Chesapeake’s financial advisor is Robert W. Baird and Co., Incorporated. Florida Public Utilities is advised by.Houlihan Lokey. 

Ahout Chesapeake Utilities Corporation (www.chpk.com) 

Incorporated in 1947, Chesapeake is a diversified utility company engaged in natural gas distribution, transmission and marketing, propane 
distribution and wholesale marketing, advanced information services and other related businesses. In total, Chesapeake currently serves 
approximately 100,000 distribution customers with either natural gas or propane gas. Chesapeake employs 448 people and posted 
$291.4 million in revenue for 2008. 

Chesapeake’s natural gas distribution operations serve approximately 65,000 residential, commercial and industrial customem in Delaware, 
Maryland and Florida. Eastern Shore Natural Gas Company, Chesapeake’s natural gas transmission subsidiary, transports and delivers natural 
gas through 379 miles of transmission pipeline to industrial customers and natural gas distribution companies including Chesapeake’s 
Delaware and Maryland divisions, and owns and operates the only transmission pipeline south of the Chesapeake and Delaware Canal. Sharp 
Energy, Chesapeake’s propane distribution subsidiary, distributes propane to approximately 35,000 residential, commercial and industrial 
customers in Delaware, Maryland, Virginia, Pennsylvania and Florida. Chesapeake’s other subsidiaries include Peninsula Energy Services 
Company, Inc. (PESCO), a natural gas marketing company; Peninsula Pipeline Company, Inc., an intrastate pipeline company in Florida; 
Xeron, Inc., a propane wholesale marketing company in Houston, Texas; and BravePoint a ,  Inc., Chesapeake’s advanced information services 
subsidiary based in Atlanta. 

About Florida Public Utilities (www.fpnc.com) 

Founded in 1924, Florida Public Utilities distributes natural gas, propane and electricity to residential, commercial and industrial customers in 
Florida. Florida Public Utilities is organized into two regulated business segments ~ natural gas and electric; and one non-regulated business 
segment - propane gas. Florida Public Utilities also sells merchandise and other service-related products as a complement to its natural gas 
and orooane seements. Florida Public Utilities serves anoroximatelv 96.000 customers. emnlovs 348 oeoole and oosted revenues of 
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$168.5 million?or 2008. 

Forward-Looking Statement 

This document includes statements that do not directly or exclusively relate to historical facts. Such statements are “forward-looking 
statements” within the meaning of Section 27A of the Securities Act of 1933 and Section 21E of the Securities Exchange Act of 1934. These 
forward-looking statements include statements regarding benefits of the proposed merger, integration plans and expected synergies, anticipated 
future financial operating performance and results, including estimates of growth and expectation that earnings will be neutral or slightly 
accretive in 2010 and meaningfully accretive in 201 I .  These statements are based on the current expectations of the management of 
Chesapeake and Florida Public Utilities. There are a number of risks and uncertainties that could cause actual results to differ materially from 
the forward-looking statements included in this document. These risks and uncertainties include the following: the companies may be unable to 
obtain regulatory approvals required for the transaction, or that required regulatory approvals may delay the transaction or result in the 
imposition of conditions that could have a material adverse effect on the combined company or cause the companies to abandon the 
transaction; the companies may be unable to obtain shareholder approvals required for 
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the transaction; conditions to the closing of the merger may not be satisfied; problems may arise in successfully integrating the businesses of 
the companies, which may result in the combined company not operating as effectively and efficiently as expected; the combined company 
may be unable to achieve cost-cutting synergies or it may take longer than expected to achieve those synergies; the transaction may involve 
unexpected costs or unexpected liabilities, or that the accounting for the transaction may be different from the companies’ expectations; the 
businesses of the companies may suffer as a result of uncertainty surrounding the transaction; the natural gas and electric industries may be 
subject to future regulatory or legislative actions that could adversely affect the combined company; and the combined company may be 
adversely affected by other economic, business, and/or competitive factors. Additional factors that may affect the future results of Chesapeake 
and Florida Public Utilities are set forth in their respective filings with the SEC, which are available at investor.shareholder.com/CPK/sec.cfm 
and www.fpuc.comJabout-us/invest.asp, respectively. Chesapeake and Florida Public Utilities undertake no obligation to publicly update or 
revise any forward-looking statements, whether as a result of new information, future events or otherwise. 

Additional Information and Where to Find It 

In connection with the proposed merger, Chesapeake’s registration statement on Form S-4, which will include a joint proxy statement of 
Chesapeake and Florida Public Utilities and a prospectus, as well as other materials, will be filed with the SEC. WE URGE INVESTORS TO 
READ THE REGISTRATION STATEMENT AND JOINT PROXY STATEMENTPROSPECTUS AND THESE OTHER MATERIALS 
CAREFULLY WHEN THEY BECOME AVAILABLE BECAUSE THEY WILL CONTAIN IMPORTANT INFORMATION ABOUT 
CHESAPEAKE, FLORIDA PUBLIC UTILITIES AND THE PROPOSED MERGER. Investors will he able to obtain free copies of the 
registration statement and proxy statementlprospectus (when available) as well as other filed documents containing information about 
Chesapeake and Florida Public Utilities at http://www.sec.gov, the SEC’s Web site. Free copies of Chesapeake’s SEC filings are also available 
on Chesapeake’s Web site at investor.shareholder.com/CPWsec.cfm and free copies of Florida Public Utilities’ SEC filings are also available 
on Florida Public Utilities’ Web site at w-. 

Participants in the Solicitation 

Chesapeake and Florida Public Utilities and their respective directors, executive officers, other members of management and employees may 
be deemed, under SEC rules, to be participants in the solicitation of proxies with respect to the proposed merger. Information ahout the 
directors and executive officers of Florida Public Utilities is set forth in the proxy statement for Florida Public Utilities’ 2009 Annual Meeting 
of Stockholders, as filed with the SEC on a Schedule 14A on April 6,2009 and Form 10-K filed with the SEC on March 20,2009. Information 
about the directors and executive officers of Chesapeake is set forth in the proxy statement for Chesapeake’s 2009 Annual Meeting of 
Stockholders, as filed with the SEC on a Schedule 14A on March 27, 2009 and Form 10-K filed with the SEC on March 9, 2009. Additional 
information regarding the interests of those participants and other persons who may be deemed participants in the merger may be obtained by 
reading the registration statement, joint proxy statementlprospectus and other materials to be filed with the SEC regarding the proposed merger 
when it becomes available. You may obtain free copies of these documents as described previously. 

Analyst and Media Conference Call Information 

Chesapeake and Florida Public Utilities will host a conference call for members of the investment community at 1:30 p.m. EDT. To participate 
in the call, analysts are asked to dial 1-866-821-5457. 

Media Contact: 

Sydney Davis, Communication Manager 
Phone: 302.736.7828 
Mobile Phone: 703.801.8258 
e-mail: shdavis@chpk.com 

Chesapeake Utilities Corporation Contact: 

4 



Phone: 
e-mail: 

Florida Public Utilities Contact: 

Phone: 
e-mail: 

Beth Cooper, Senior Vice President and Chief Financial Officer 
302.734.6799 
bcooper@chpk.com 

Jack English, Chairman, President and Chief Executive Officer 
561.838.1762 
jenglish@fpuc.com 

# # #  
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n air value (enterprise value) per valuation 
Excess paid 
Reallocation to  Cover "other'' 

Purchase price (amount paid) 

0 0 0 k v a i ~ e ~  priartoadjurtmentr 
Adjustments: 

Removal of pre-merger intangible and goodwill 
Propane litigation contingent liability 
intangible - customer relations & propane contracts 
Fixed asset valuation adjustment 
oeferred tax adjustments 
Other adjustments 

Book value - revised 

Premium 

ATTACHMENT 2 
Florida Public Utilities Company 

R S ~ O W  to Staff's First Data Request 
Data Request No. 7.8.11.12.19 and 21 

Summary Reconciliation of Book Value and Fair value 

Natural Gar Electric Propane Other Total 

Purchase price (amount paid) 

$ 88,700,000 S 30,500,000 S 8,400.000 $ - S 127,600.000 
111,260 38,258 10,537 160,055 
(535,026) 535,026 

535,026 5 127,760.055 $ 88,276.234 5 30,538,258 S 8,410,537 $ 

$ 55,960,838 $ 31,036,630 S 12,258,856 $ 612.548 S 93,868,872 

(2,452,803) (2,752,435) (5,205,238) 
( 8 3 4,7 5 0 I 

4.018.592 4,018,532 
(4,943,514) (4,943,514) 

90,570 17,516) 669,168 (77,522) 674.700 

(834,750) 

(2.1181 (3,6021 (5,3801 (11,100) 
$ 53,596.487 $ 31,025,512 $ 8.410.537 $ 535,026 S 93,567,562 

34,673,747 (487,254) 34,192,433 

$ 88,276,234 $ 30,538,258 $ 8,410,537 $ 535,026 $ 127,760,055 
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Total value of invested c8pital undcr ITM 
Weight 1%1 

Weighted value 

V a l u ~  of invested rapilal /sum of three weighted YS~YCI, ~ O Y I  

"fair market value'' 

to preSe"fYI1"e 

discounted ta pr~renfualue 
Carh flows and income tax bcnefitlrost beyond 201d. 

SYbtotal 

Carhon hand, Ocfober28, 2000 
Other inuerlmcnt. October 28. 2W9 
Notes receivable, October 28, 2009 

Total value of invested capitel under DCF 

2010 EBITOA mulfiplc 

Calculated d u e  

2011 LBITDA multiple 
Flnansial measure - 2011 EBITDA 

Financial measure - 2010 EBITDA 

Calculated value 

$ 85,034,000 $ 24,990.000 5 8.M1.000 
80.0% 80.0% 80.0% 

$ 64027.000 5 19,992,000 $ 4433.000 

$ 105,277,000 5 52459,OW $ 10,023,000 
10.0% lO.O% 20.0% 

$ 10,528,000 $ 5,246,000 5 2.004000 

5 101,912,000 $ S2.459.000 
10 D91 10 0% 

$ 10,191,000 $ 5,246,000 

$ 88.700,OOO 5 30,500,000 $ 84oo.ooO 

$ 185.m4.000 5 N . M ~ . ~ O O  $ 42,086,000 

$ 76,763,000 $ 38,249,000 $ 12,706.000 
5 25,516,000 $ 21.565.000 $ 4,727,WO 
$ 5,117,000 $ 2,7840W $ 1,804,000 

9.0% 9.0% 11.0% 

$ 19,497.CW S 3.071,WO 5 2,206,000 

62,052,OW 19,751,000 5,297,000 

81.549.000 11,823.wo 7,503,0011 

185.000 124,000 67.000 
8.OW 5.000 1.000 

8,292,000 2.038,OW 470,000 

$ 85,034,000 $ 24,990,000 $ 8.M1.000 

8.OX 7.5x 5.OX 

$ 13,460,OW $ 7.061,OW $ 2,094,000 
5 107,677,000 5 52.9W.WO $ 10.471.000 

7.ox 7 . w  4.ox 

$ 102.507,WO $ 51,709,000 $ 9.Ml.000 

$ 14.M4.000 $ 7,387,000 $ 2,360,000 

7 . h  1 . 5 x  

0 13,460,000 $ 7,061,000 
$ 100,947,000 $ 52.9M.000 

7.ox 7.m 
$ 14,644,000 $ 7,387,000 
$ 102,507,000 $ 51,709,000 

$ 101.727.WO $ 51.335.m 
185,000 124,000 

$ 101.912.000 $ 52,419.WO 
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COST OF CAPITALSAVINGS CALCULATION 

FLORIDA PUBLIC UTILITIES COMPANY 
NATURAL GAS 
13-MONTH AVERAGE CAPITAL STRUCTURE 
OECEMBER2009PROJECTEOTESTVEAR 
COMMISSION ADJUSTED 

AVEWGE 

COMMON EQUITY 

LONG TERM DEBT 

SHORTTERM DEBT 

PREFERRED STOCK 

CUSTOMER DEPOSITS 

OEFFERED INCOME TAXES 

TAX CREDITS - ZERO COST 

TAXCREDITS- WEIGHTEOCOST 

TOTAL 

AlTACHMENT4 
Florida Public Utilities Company 

Response to Staffs F i m  Data Request 
Data Request NO. 19 

Specific Pro Rata Commission COST WEiGHTEO 
Amount Adjustments Adjustments Adjusted RATIO RATE COST 

($1 (9 (9 ($1 w 1%) (%I 

$31,130,636 $0 ($233,125) $30,897,571 42.17% 10.85% 4.58% 

$25,861,386 $0 ($193,665) $25,667,721 35.04% 7.90% 2.77% 

$7,363,771 $0 ($55,144) $7,308,627 9.98% 2.73% 0.27% 

$320,500 $0 ($2.4001 $318,100 0.43% 4.75% 0.02% 

$6,181,435 $0 $0 56,181,495 8.44% 6.13% 0.52% 

52,773,818 $0 $0 $2,773,818 3.79% 0.00% 0.00% 

so $0 so $0 0.00% 0.00% 0.00% 

$115,553 so $0 $115,553 0.16% 8.72% 0.01% 

$73,747,219 $0 ($484.3341 $73,262,884 100.00% 8.17% - 

EXHIBIT -(TAG-2) 
PAGE 1 OF 2 



COSTOF CAPITALSAVINGS CALCULATION 

FLORIDA PUBLIC UTILITIES COMPANY 
NATURAL GAS 
13-MONTH AVERAGE CAPITAL STRUCTURE 
DECEMBER 31,2010 

Company 
Adjusted 

6)  

$32,803,609 

$21,612,974 

AVERAGE 

COST WEIGHTED 
RATIO RATE COST 

1%) I”/.) (%) 

46.67% 10.85% 5.06% 

30.75% 6.96% 2.14% 

COMMON EQUITY 

LONG TERM DEBT 

SHORTTERM DEBT 

PREFERRED STOCK 

CUSTOMER DEPOSITS 

DEFFERED INCOME TAXES 

TAX CREDITS - ZERO COS1 

TAX CREDITS - WEIGHTED COST 

TOTAL 

0.00% 

0.00% 

10.85% 

DIFFERENCE IN AVERAGE ROR 

RATE BASEATDECEMBER31.2010 

REQUIRED NET OPERATTING INCOME 

NETOPERATING INCOME MULTIPLIER 

COST OF CAPITAL SAVINGS 

1.76% 

0.00% 

6.21% 

Amount 

($1 

$54,333,798 

$26,289,530 

59,518,444 

$0 

58,154,499 

so 

$82,545 

;70,281,967 

$7,628,340 

$8,154,499 

so 

$82,545 

11.60% 0.00% 0.00% 

0.00% 0.00% 0.00% 

0.12% 9.01% 0.01% 

100.00% 7.88% 

AlTACHMENT4 
Florida Public Utilities Company 

Response to Staffs F i m  Data Request 
Data Request NO. 19 

EXHIBIT-(TAG-2) 
PAGE 2 OF 2 

Specific Pro Rata 

($9,518,444) 

+ $34,679,776) ($1,045,411) 

so 

$0 

$7,628,340 

0.00% 

0.m 

0.67% 


