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I, BILL BRADBURY, Secretary of State of Oregon, and Custodian of the Seal
of said State, do hereby certify:

That the attached copy of the

Third Restated
Articles of Incorporation

filed on
August 11, 1987
and all amendments thereto

for
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is a true copy of the original document
that has been filed with this office.
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Submtt the criginal BE_3) SECRETARY OF STATE  THIS SPACE FOR OFFICE USE °"W ,
and ona trua copy LIRSt X\ Corporation Division 1172096 - _A50)
$10.00 : - Business Reglistry $10. "

158 12th Street NE NOV: 2 [ 1998

Registry Number: . "‘..,/ Satem;, OR 97310-0210

OFE97-5¢ (503) 378-4168 sgcamv OF STATE

1. Name of the corporation prior to amendment: PacifiCorp .

kY

2. New name of the corporation (it changed):

3. Acopy of the restated articles Is attached.

4. Check the appropriate" staiement(s):

[x] The restated articles contain amendments which do not require shareholder approval.
These amendments were duly adopted by the board of directors.

[C] The restated articles contain amendments which requlre shareholder approval The
- date of adoption of the restated articles was , 18___, whichis the
date of adoption of amendments included in the restated amc!es. The vote of the share-
holders was as follows:

Class or saries of "I Number of shares ~ Number of votes ‘Number of Votas Number of votes
shares . ‘ outstanding. ~entitled to becast | castfor - cast against

5. Other provisions, if applicable:

Execution: M W\X}JI/\/ . Richard T. O'Brien, Senior Vice President and

Signature Prnnted nams Chief FinancialitleOfficer

Person to contact about this filing: John M. Schweitzer (503) 872-4821
‘ Name - ,, ‘ Daytime phone number -

Makes checks payable o the Corporation Division. Submit the completed form and fee to: Corpo‘ration Division,
Business Registry, 158 12th Street NE, Salem, Oregon 97310-0210.
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THIRD RESTATED ARTICLES OF |

amouren W—

INCORPORATION FILE
| NOV 2 0 1996
SECRETARY OF STATE

of

PACIFICORP

ARTICLE I
The name of the Company is PacifiCorp.:
/  ARTICLEII -
~ The pufpnses for which the Company is organized are th
generation, storage,_utmzation,, 'purchase, sale, supply, transmission, distribution, or disposition
of electric energy, natural or artificial gas, water or steam or power produced thereby; and the

 transaction of any and all other lawful businesses for which corporations may be organized under

the Oregon Business Corporation Act.

ARTICLE Il

L3 Y o
MWL W W A

(l) etrnls ~F

shares, dividéd into 126,533 shares of 5:% Preferred Stock of the stated value of $100 per share,
3,500,000 sharés -of Serial Pr;ﬁnég Stock of the stated value of $100 per share, 16,000,000
shares of No Par Serial Preferred Stock (the 5% Preferred Stock, thé; Serial Preferred Stock and
the No Par Serial Preferred Stock coilectively referred to herein as ‘the "Senior Securities"), and
75(},900,000 sha;cs of Common Stock. |

@) ‘The 5% Preferred Stock, pari passu with the other Senior Securities, shali be
entitled, but only when and as declared by the Board of Directors, out of funds legally available

for the pay’ment.of dividends, in preference to the Common Stock, to dividends at the rate of
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5 per centum (5%) per ahnum of the stated value thereof, and 1o more, payable quarterly on

Fcbmary' i3, May 15, Augiis; 15 and November 15 of each year or otherwise as the Board of
Directors may determine (such détés,_ inclhding any changes thereof, being hereinafter referred
to a'svthe "Payment. DateS"), to shareholders of record as of a date to be fixed by the Board éf
Directors, n‘of excwdmg thmy (30) ‘days and not less than ten (10)_days’ preceding the Payment
Dates, such dividgnds to be cumulative from the day immediately following the last period for
which dividends on the 5% Preferred Stock of PacifiCorp, a Maine corporadtion, have been
deciared (such date being hereinafter referred to as the "Accrual Date™). The Serial Preferred

Stock, pari passu with the other Scnidy Secur ; when and as
declared by the Board of Dkectors, out of funds legally available for the payment of dividends,
in preference to the Common Stock, to dividends at the rate or.rates, which may be subject to
adjustment, as to each series t'hereof,v fixed and determined ‘pursuant to Section (5) or (6) of this
Article at the time of the creation of such series, ‘and no more, bayabie as the Board of Directors
may from time to time detemﬁne, suc;h dividends to be cumulative from the date of issue of such
stock or as otherwise provided in Section (6) of this Article. The No Par Scrial Preferied Stéck,
.pari passu with the other Senior Securi[ies\, shall be entitled, but only when and as declared vby
the Board of-Directors, out of fundslegally ai;ailablc for the paymemv of dividends, in preferenéc
to the Common Stock, to dividc;nds at the rate or rates, which may be subject to adjustment, as
to each series thereof, fixed and determined pursuant to Section (5) 0F~(7) of this Article at the
time of the creation of such series, and no more, payable as the Board of Directors may from

time to time determine, such dividends to be cumuiative from the date of issue of such stock or

as omemise provided in Section (7) of this Article.
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(3) In the event of any voluntary liquidation, dissolution or winding up of the
Company, the $% Preferred Stock, pari passu with the other Senior Securities, shall also have
a preference over the Common Stock untily $110 per share and five per centum (5%) per annum
on the stated value thereof from and after the date on which dividends on such stock became
cumulative, shall I_lavc‘been paid by dividends or distribution; the Serial Preferred Stock, pari
passu with the othér Senior Securities, shall also have a preference over the Common Stock,
until there shall ‘haye‘ been paid, by dividends or distribution on each share of the Serial
Preferred Stock, ‘the amount as to each series thereof fixed and determined by resolution of the
Board of Directors or pursuant to Section (6} of this Articlc; ;u the time of the creation of each
such series, plus the amount; if any, by which di.vid;:ﬁd_s at ;hc rate or rates fixed and determined
for such stock pursuant to Section (5) or (6) of this Article, from and after the respective dates
on which dividends on such stock became cumulative to the date of such distribution, exceed the
dividends acnially paid thereon or declared and set apart for payment :he:’e'on; and the No Par
Serial Preferred St_ock‘, pari passu with the other Senior Securities, shall also have a preference
over the Common Stock, until there 'sﬂall have been paid, by dividends or distribution on each
share of the No Par Serial Preferred Stock, the amount as to each series thereof fixed and
determined by rééolution of the Board of Dire&ors or pursuant to Scction‘(’l) of this Article at
the time of the creation of each such series, plus the amount, if any, by which dividends at the
rate or rates fixed and determined for such stqck pursuant to Section (S5) or (7) of this Article,
from and after the respective dates on which dividends on such stock became cumulative to the
* date of such distribution, exceed the dividends actually paid thereon or declared and set apart

for payment thereon.
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(4) In the event of any involumai'y' liquidation, dissolution or winding up of the

Company, which shall include any such liquidation, dissolution or winding up which may arise

out of or result from the condemnation or purchase of all or a major portion of the properties

of the Company by (i) V:hg"Uniteé States Governmicnt Of any authority, agency or instrumentality
thereof, (ii) a state of th_e United States.or ahy apthbrity, agency or instrumentality thereof, or
(iif) a district, cooperative or otfxer association or entity not organized for profit, thg 5%
Preferred Stock, paﬁ péssu with the other Senior Securities, shall also have a preference over
the Common Stock until tl;e full' stated. value thereof and five per centum (5%) per annum
thereon from and after the date bn wﬁch dividends on such stock became cumulaﬁve, shall have
been paid by dividends or distribution; the Serial Preferred Stock, pari passu with the other
Senior Securities, shall also have a preference over the Common Stock until there shall have
been paid, by dividends or distribution on each share of the Serial Preferred Stock, the full
stated value thereof, plﬁé the amouﬁt. if any, by which dividends at the rate or rates fixed ax;d
determined for such stock pursuant to Section (5) or (6) of this Article, from and after the
respeciive daics un which:dividenus on suctvlﬁs.tog/k/became cumulative té the dae of such
distribﬁtion,.exceed the dividends acmaliy paid thereon or declared and set apart for payment
thereon; and the No Par Serial Pre:ferred Stock;'pari passu with the other Senior Secgrities, shall
alse have a preference over the Common Stock until the:re shall have been paid, Sy dividends
or distribum;n or each share of the No Par Serial Preferred Stock, the amount as to each series
thereof fixed and determined by resolution of the Board of Directors as‘ the consideration
iiereior or pursuant to Section (7) of this Article at the time of creation of each such series, plus

the amount, if any, by which dividends at the rate or rates fixed and determined for such stock
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pursuant to Section (5) or (7) of this Article, from and after the respective dates on which

" dividends on such stock bé;came cumulative to the date of- such distribution, exceed the dividends

actually paid thereon or decLared, and set apart for payment théréori.
5y The B'o‘ai':d of Directors shall have authority by resoluticn to‘divic-le. the Serial
Preferred Stock into series designated " % Serial Preferred Stock” or the *  Serial Preferred
Stock," as applicable, band, to divide the No Par Se:ial' Prefexl'redv' Stock into series designated
"$ No Par Seri:;l Préf_erred Stock” or the *  No Par Serial Preferred Stock,” as applicable
(inserting, in each case, the annual.dividend rate, as fixed and determined by the Board of
_Directors for each series or, 'if the rate of dividends is subject to ‘adjustment, S0 indiéating by
appropriate languagc‘). All sharés of Serial Preferred Stock, irrespective of series, shall
constitute one and the same class of stock, and all shares of No Par Serial Preferred Stock,
irrespective of series, shall constitute one and the same class of stock. Within each such class
of stock, ail shares éhall be of equal rank and shall be identical in all respects except as to
. d::signation thereof and except that in establishing a series within either of said classes, e
Board of Directors may fix and determine the relative rights and preferences of such series as
to any of the following:

(a) The dividend-rate or rates, which may be subject to adjustment in
accordance with a method adopted by resolution of the Board of Directors at the time of the
creation of such series; |

b) The date or dates from which dividends on shares of each series shall be |

A cumﬁlative;

The dividend payment dates;
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) - “The ‘amount to be paid upon redemption, if redeemable, or in the event of
voluntary liquidation, dis;é;olﬁtioxi or winding up of the Company;

(e)- The fights of coﬁversion, if any, into shares of Comxr_ion Siock aﬁd thg
terms and conditions on which shares may be so converted, if the shares of any series are issued
with the privilege of conversion; and :

| (D Provisions, if any, for the redemption or purchase of shares, whjch may
be at the option qf the Company or upon the happening of a specified event or eve;xts, for cash,
at such time or times, price or prices, or rate or rates, and with such adjustments as shall be
fixed and determined by resplution of the Board of ﬁ%rectors or from time to time in accordance
with a method adopted by résolution of the Board of Directors at the time of the creation of such
series;
and except further that in estéblishing a series of the No Par Serial Preferred Stock, the Bpard
61’ Directors may also fix and detehr;ine. the voting rights of such series.

All shares of the same series shall be identical in all respects except as to the date

or dates from which dividends upon shares of such series may be cumulative. Each certificate
for Serial Preferred Stock or No Par Serial Preferred Stock shall state the desigmtioxi of the
series I'm which the shares représe’méd by such certiﬁcate are issued. Whenever an affirmative
vote of the Serial Preferred Stock or _me No Par Serial Preferred Stock may _be.required‘ for any
purpose, the shares voting shall be counted irrespective of series and not by different series.

(6) Without limitation of the foregoing authority conferred upon the Board of

Directors, there follows a statement of the rights and preferences of the respective series of

Serial Preferred Stock created on the effective date of thé merger of PacifiCorp, a Maine
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corporétié‘n. and Uﬁh.?bwer -.&" Lxght Company, a Utah corpOrat_ion, into the Company, being
the initial series and the _fou:ih throﬁgﬁ thirteenth series, inclusive, thereof.

(@) There is‘.hgx':by vcreated an initial series of the Company’s Serial Preferred
‘Stock which shéli’béf;f designated as 4.52% Serial Preferred Stock and which shall consist of
2065 shares. |

. The aﬁn_gal dividend rate of said initial sciics uf ie Company's Ser‘x'al Preferred

Stock shall be four and fifty-two one-hundredthi per centum (4.52%) of the stated value thereof.
The date or dates from vwhich dividends on shares of said initial series of the Company’s Serial
Preférred Sgoci; sh;.ll be cumulative shall he the A ;{'h* dividend payment dates for
the payment of dividends dn shares of said initial series of the Company’s Serial Preferred Stock
shall be the Paymeﬁt Dates. |

The amount to be pai(i upon fedémption of - shares on said initial series of the
Company’s Seﬁal Preferred Stock shall be $103.50 per share, plus unpaid accumulated
dividends, if any, to the ;laté of redemption.

The axﬁéum.é to be paid in respect of shares of said initial series of the Company’s
Serial Preferred Stock in the event of valunmry liquidation, dissolugion or windiﬁg up of the
Company shzill be as follows: In thé event of any voluntary liquidation, dissolution or winding
up of' the Company, said initial series of the Company’s Serial Preferred Stock; pari passu with
the other SehionSgcuﬂties, shall have a preference over the Common Stock, until there shall
ﬁéve been paid, by dividends or cﬁstributibn on each share of said initial series of ‘the Company’s
Serial Prefarred Stock, an amouni cqual W tie redempuon price applicable to shéres of said

initial series of the Company’s Serial Preferred Stock, plus the amount, if any, by which
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on which dividends on such shares became cumulative to the date of such distrib
the dividends actually paid thereon or declared and set apart for paymcrit thereon.

- (The second and third series of the Serial Preferred Stock of PacifiCorp, a Maine

corporation, were redeemed on September 6. 1963 and March 5, 1965, respectively.

(h)  There is hereby created 2 fOUrih 50TIC3 of the Company’s Serial Preferred
Stock which shall be designated as 7.00% Serial Preferred Stock and which shall consist of
18.060 shares.

The -annual dividend rate of said -oi". ' series of the Company’s Serial Preferred
Stock shall be seven per centum (7.00 %/) of the stated value thereof. The date from which
dividends on shares of said fourth series of the Company’s Ser tock shail be
cumulative shall be the Accrual Date. The dividend payment dates for the payment of dividends
on shares of said fourth series of the Company’s Serial Preferred Stock shall be the Payment
Dates.

The amounts to be paid in respect of said fourth series of the Company’s Serial
Preferred Stock in the event of voluntary liqﬁidaﬁr\n, dissolution or winding ué’ of the Company
shall be as follows: In the event of.ﬁny voluntary liquidation, dissolution or winding up of the
Company, said fourth series of the Company’s Serial Preferred Stocl;, pari passu with the other
Senior Securities, shall have a preference over the Common Stock, until there shail have beea
gaid, by dividends or distribution on eack‘x share of said fourth series of the
Drafarced Siock. an amouit quai iv e fuil stared vaiue thereof, plus the amount, if any, by

which dividends at the rate of 7.00% per annum on the stated value thereof, from and after the
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date on which dividemi# on such shares became cumulative to the date of such distribution,
exceed the dividends acmally paid thereon or deciared and set apart for payment thereon.

(¢)  There is hereby created a fifth series of the Company’s Serial P;cfcrred
Stock which shall be designated as 6.00% Serial Preferred Stock and which shall consist of
5,932 shares.

Tirc annuai dividend rate of said fifth series of the Company’s Serial Preferred
Stock shall be six per‘cenmm (6.00%) of the stated value thereof. The date from which
dividends on shares of said fifth series of the Company’s Serial Preferred Stock shall be
cumnulative shall be the Accrual Date. The dividend payment dates for the payment of dividends
on shares of said fifth scriés of the Company’s Serial Preferred Stock shall be the Paym;:nt
Dates.

The amounts to be pald in respect of sand ﬁfth series of the Company s Serial
Preferred Stock in thP event of volumary liquidation, dissolution or winding up of the Company
shall be as follows: In the event of any voluntary liquidation, dissolution or winding up of the
Company, said fifth series of the Company’s S;rial Preferred Stock, pari passu with the other

Senior Securities, shall have a preference over the Common Stock until there shall have been

paid, by dividends or distributior on each share of said fifth series of the Company’s Serial

Preferred Stock, an amount equal to the full stated value thereof, plus the amount, if any, by

which dividends at the rate of 6.00% per annum on the stated value thereof, from and after the
date on which divi n cuch shares & ¢ cumuiative to the date of such distribution,

exceed the dividends actually paid thereon or declared and set apart for payment thereon.
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(d)  There is hereby created a sixth series of the Company’s Serial Preferred
Stock which shali be designated as 5.00% Serial Preferred Stock and which shall consist of
42,000 shares. | '

The annixé}ﬁi_vidend rate of said sixth series of the Company’s Serial Preferred

Stock shali be five per qémum (5.00%) of the stated value thereof. The date from which

dividends on shares of said sixth series of the Company’s Serial Preferred Stock shall be

cumulative shall be ﬁ'{e‘ Accrual Date. The dividend payment dates for the payment of dividends
on shares of said sixth series of the Company’s Serial Preferred Stock shall be the Payment
Dates. .

The amount to be paid upon redemption of shares of said sixth series of the
Company’s Serial Preferréd Stock shall be $100 per share, plxis unpaid accumulated dividends,
if any, to the date of redemption. |

The amounts to be ééid in res;&)ect‘ of shares of said sixth series of the Company’s
Serial Preferred Steck in the event of yoluntary liquidation. dissolution or winding up of the
Company shall be as follows: In the event of any voluntary liquidation, dissolution or winding
up of the Company, said sixth series of the Company’s Serial Preferred Stock, pari passu with
_the other Senior Securities, shallhiave a preference over the Commeon Stock, until there shall
have been paid, by dividends or distribution on each share of said sixth seﬁes of the Company’s
Serial Preferrcd Stock, an am: * equal to the full stated value thereof, plus the amount, if any,
by which dividends at the rate of 5.00% per annum on the stated value thereof, from and after

the date on which dividends on such shares became cumulative to the date of such distribution,

exceeds the dividends actually paid thereon or declared and set apart for payment thereon.
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(e) | There is hereby created a seyenth, series of the Company’s Serial Preferred
Stock which‘ shall be dcsignated as 5.40% Serial Preferred Stock and which shall consist of
65,960 shares.

The annual dividend rate of said seventh series of the Company’s Serial Preferred
Stock shall be five and forty one-hundredths per centum (5.40%) of tfheStated value thereof.
The date from which dividends on sﬁares of said seventh series of the Company’s Serial
Preferred Stock shall bc cumnulative shall be the Accrual Date. The dividend payment dates for
the payment of dividends on shares of said seventh series of the Company’s Serial Preferred
Stock shall be the Paymeh_t D’atesv.

The amount to be paid upon redemption of shares of said seventh series of the
Company’s Serial Preferred Stock shall be $101.00 per share, plus unpaid accumulated
dividends, if any, to the date of redemption.

The amounts to be paid in respect of shares of said seventh series of the

Company’s Serial Preferred Steck in the event of voluntary liquidation, dissolution or winding

» up of the Company shall be as follows: In the event of any voluntary liquidation, dissolution
or winding up of the Company, said seventh series of the Company’s Serial; Preferred Stock,
pari bassﬁ with the1 other Senior Securities, shall have a prgfe;rence over the Common Stock,
until there shall have been paid, by dividends or distribution on each share of said seventh series
of thé Company’e Serial Drefarred Stock, on ‘..;,uu..g ;quax l.\‘J e full swted vatue thereof, plus
the amount, if any, by which dividends at the rate of 5.40% per annum on the stated value

‘thereof, from and after the date on which dividends on such shares became cumulative 10 the
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date of such distribution, exceed the dividends acrually paid thereon or declared and set apart
for payment thereon.

® There is hereby created an eighth sgries of the Company’s Serial Prefc‘:rred_,
Stock which“ shall be designated as 4.72% Serial Preferred ‘Stock and which shall consist of
69,890 shares.

The annual dividend rate of said eighth series of the Company’s Serial Preferred
Stock shall be four and seventy-two one-hundredths per centum (4.72%) of the stated value
thereof. The date from which dividends on shares ‘éf said eighth series of the Company’s ééﬁal
Preferred Stock shall be cumulative shall be the Accrual Date. The d1v1dend payment dates for
the payment of dividends on shares of said elghth series-of the Compary 5 Serxal Preferred Stock

shall be'the Payment Dates.

The amount to be paid upon redemption of shares of said eigilth series of the

Company’s Serial Preferred Stock shall be $103.50 per share, plus unpaid accumulated
dividends, if any, to the date of redemption.

The amounts to be paid in respect of shares of said eighth éeﬁes of the Compaﬂy’s
Serial Preferred Stock in the event of vblumary liquida;ion, dissolution or winding up of the
Company shall be as follows: In.the event of any voluntary liquidation, dissolution or winding
up of the Company, said eighth series of the Company’slserial Preferred Stock, pari passu with
the other Sanicr Scouriiics, shail ave @ preference over the Common Stock, until there shall
have been paid, by dividends or distribution on each share of said eighth series of the

Compaﬁy’s Serial Preferred Stock, an amount equal to the redemption price applicable to shares

of said eighth series of the Company’s Serial Preferred Stock, plus the amount, if any, by which

\
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dividends at the rate of 4.72% per annum on the stated value thereof. from and after the date

on which dividends on such shares became cumulative to the date of such distribution, exceed
the dividends actuaily paid thereon or declared and sct apart for payment thereon.

(2)- There is hereby created a ninth series of the Company’s Serial Preferred
Stock which shail be designated as 4 56% Serial Praferred Stock and which sf.all consist of
84,592 shares.

The annual dividend rate of said ninth series of the Company’s Serial Preferred
Stock shall be four and fifty-six one-hundredths per centum (4.56%) of the stated value thereof.
The date from which dividends on shares of said ninth series of the Company's Serial Preferred
Stock shall be cumulativ€ shall be the Accrual Date. The dividend ' payment dates for the
payment .of dividends on shares 6f said niﬂfh series of the Company’s Serial Preferred Stock
shall be the Payment Dates.

The amount to be paid upon redemption of shares of said ninth series of the
Company’s Serial Prefcrred' Stock shall be $102.34 per sharc, plus unpaid accumulated
dividends, if any, to the date of redemption.

The amounts to be paid in réspect of shares of said ninth series of the Company’s
Serial Preferred Stock in the evenf of voluntary liquidation, dissolution or wkinding up of the
Company sﬁall be as follows: In the event of any voluntary liquidari.  ~ - . or winding
up of the Company, said ninth series of the Company’s Serial Pre” vi- 1 sw. ., pari passu with
the other Senior Securities, shall have a preference over the Common Stock, until there shall
have been paid, by dividends or distribution on each share of said ninth series of the Company’s

Serial Preferred Stock, an amount equai to the redemption price applicable to shares of said

13
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ninth series of the Company’s Seriul Preferre& Stock. plus the amount, if any, by which
dividends at the rate of 4.56% per annum on the stated value thereof, from and after the date
on which dividends on such shares became cumulative to the date of such distribution. exceed'
the dividends actually paid thereon or declared and set apart for payment thereon.

(The tenth, eleventh and twelfth series of the Serial Preferred Stock of PacifiCorp,
an Oregon corporation, were redeemed on July 12, 1996. “he thirteenth series of Serial
Preferred Stock of "acxﬁCorp, an Oregon corporation, was redeemed on October 10, 1989. The
fourteenth series of the Serial Preferred Stock of PacxﬁCorp a Maine corporation, was redeemed
on january 11, 1987.) _

(7) Without “limitation of the foregoing authority conferred upon the Board of

Directors. there follows a statement of the rights and preferences of the respective series of No

Par Serial Preferred Stock created on the effective date of the merger of PacifiCorp, a Maine

corporation, and Utah Power & Light Company, a Utah corﬁoration, into the Company, being

the second series and the sixth through thirteenth séries. inclusive, thereof. and the respective
series of No Par Serial Preferred 4Stock created thereafter and prior to the date of this
restatement, being the fourteenth through twentieth series, inclusive, thereof.

(The initial serfes-of the No Far Serial Preferred Stock of PacifiCorp, a Maine
corporation, was redeemed onMay 15, 1987. The second series of the No Par Serial Preferred
Stock of PacifiCorp, an Oregon corporation. was rede=med on July 12, 1996. The third, fourth
and fifth series of No Par Serial Preferred Stock of PacifiCorp, a Maine corporation, were

redeemed on May 15, 1987, October 3, 1984 and June 15, 1986, respectivély. The sixth series
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and seventh series of No Par Serial Preferred Stock of PacifiCorp, an Oregon corpomﬁon, were

exchanged and retired on June 29, 1992).

@) There is hereby created -aﬁ eighth series of the Company’s No Par Serial
Preferred Stock, which shall be designated as $712 No Par Serial Preferred Stock. Said eighth
series of No Par Serial Preferred Stoqk shall consist of 500,000 shares, shall have a stated value
of $100 per share and shall have the r:}a;i})e rights and preferencés as follows:

The annual divid:hd on_'s‘é'i'd.‘ eighth series of the Company’s No Par Serial
Preferred Stock shall be $7.12 per share.

‘ The date from which dividends on shares of said eighth series of the Company’s

No Par Serial Preferred Stock shall be cumulative shall be the Accrual Date. The dates for the
payment of dividends on shares of said eighth series of the Company’s No Par Serial Preferred
Stock shall be the Payment Dates. V

The amounts tor be paid upon optioﬁal redemption of the shares of said eighth
“series of the Comﬁany’s No Par Serial Preferred Stock shall be, for thé period from the date
upon which dividends on said eighth series became cumulative tq and including March 31, 1992,
5107.12 per sh_are; theregfter_ to and iﬁplﬁding March 31, 1997, $104.75 per share; thereafter
to and including March 31; 2002,-5102.38 per share; and thereafter. $100 per share; plus, in
each case, unpaid accumulated dividends, if any, to the date of redemption; »provided, however,

that shares of said eighth series of the Company’s No Par Serial Preferred Stock shall not be

redeemable prior to April 1, 1992, directly or indirectly, as part of, or in anticipation of, any’

refunding operation involving the incurring of indebtedness or the issuance of shares of preferred

stock ranking equally with or prior to shares of said eighth series of the Company’s No Par
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Serial Preferred Stock as to dmdends or on liquidation, if the mtcrest on such indebtedness or
the dividends on shares of any suchvprcferred stock would result in an effective cost to the
Company (computed in aéc_'ofdag_x_qg wim'-génerally accepted financial practice) of less than 7.18%

per annum.

As a sinking fﬁ'pdr.ifvdr'" said eighth series of No Par Serial Preferred Stock, the

Company shall redéicm,""‘out o‘fv ﬁndé legally .avz.iilable therefor, on March 31 of each year,
beginning with March3l 1993; not less than 15,000 shares nor more than 30,000 shares of said
eighth selz"ies of the C'ompar“l)?;s?l\l.o Par Serial Preferred Stock at a redemption price equal to
$100 per share plus unpald ‘accumulated dxvxdends, if any, to the date of redempuon' the option
to redeem in excess of 15 OOO shares of said eighth series of No Par Senal Prefern:d Stock on
any March 31 shail not be cumulatxve, shares of said eighth series of No Par Serial Preferred
Stoc}c acquired or redeemed by the Company otherwise than through/operatxon of the sinking
fund may, at the option of the Ct}mbany, be credited against subsequent minimum sinking fund
reauiie.i.ynts~ if the Cornpany shall be p revented, because of restriction or for any other reason,
from aCQUining ur wuc:::mng on any Miarch 31 the numbt’:r of shares of said eighth series of No
Par Sgrial Preferred Stock that in the absence of such restriction or other reason it would be
required to acquire or redeenr cn sﬁch date, the deficit shall be made good on the first
succeeding Manch 31on which the Company shalf not be prevented by such restriction or other
reason from acquiring or redeeming shares of said eighth series of No Par Serial‘ Preferred
Stock. If the Company shall be m %xrrears in the redemption of shares of said eighth scrics“of
-Nu Far Scrial Fréferred Stock, no dividends (o&ér than dividends bayable in Common Stock)

shall be paid or any other distribution of assets made, by purchase of shares or otherwise, on
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Common Stock or on any other stock of the Company over which the No Par Serial Preferred
Stock has pmfcréncc- as to the payment of dividends or as to assets.

Tn the-event of any involuntary liquidation, dissolution or winding up of the

Company, saicvl"civghth Qé:ics of the Company’s No Par Serial Preferred Stock, pari"pass_tx.wit_h

the other Senior Secuntiw, shall have a preference over the Common Stock until there.sﬁall have
been paid, by‘dividénds or distribution on each share of said eighth series of the Compahy’s No
Par Serial Prefgrréd' Stock, an amount equal to $100, plus the amount, if any, by which
dividcndsoti'SI_.IZ per annum, from and after the date on which dividends on such”shares
became cuinulatiyé 1_6 the date of such distribution, exceed the dividends acmally paid there‘on
or declared aﬁd éet apart"for payment thereon. |

In thﬁ event of any voluntary liquidation, dissolution or winding up of the
~C)ompémy, said eighth series of fhc Co‘mpany’s No Par Serial Preferred Stock, pari passu \yith
the other Senior Securities, shail have a preference over the Common Stock, until there sﬁall
have been paid, by dividends or distribution on each share of said eighth series of the
Company's No Par ‘Scrial Preferred Stock. an a;nount equal to the then current redemption price
applicable to shares of said eighth series of the Company's No Par Serial Preferred Stock. plus
the amoﬁnt. if any, by which dividends of 57.12.per annum, {rom and aftcr the date on which
dividends on such shares became cumulative to the date of such distribution, exceed the
dividends actually paid thereon or declared and set apart for payment tﬁércbn.

Every holder of record of said cighth series of the Company’s No Par Serial

Preferred Stock, or his legal representative, at the record date for the determination of persons
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entitled to vote at a meéting"’bf sharcholders, shall be entitled to one vote for each share of such

stock standing in his name on the books of the Company.

(b)  There is hereby crcat:d a ninth series of the Company’s No Par Serial

Preferred Stock which shall be designated as $1.28 No Par Serial Preferred Stock. Said ninth
series of No Par Serial Prefg:rred Scock.shali éonsist of 400,000 shares, shall have a stated valﬁc
of $25 per share and shall have the relative rights and preferences as follows:
| The annual .dividend on said ninth series of the Company’'s No Pér Serial
Preferred Stock shall be $1.28 per share.
_ The date from which dividends on shares. of said ninth series ot; the Company’s
No Par Serial Preferréd Stock shall be cumulative shall be the day immediately following the
last pcriod for which dividends on the Cumula.tive Preferred Stock, $25 par
Power & Light Company, a Utah corporation, have been declared (such date being hereinafter
referred to as the "UP&L Accrual Date”). The dates.fc-)r the ﬁ;iymcht of dividends on shares
of said ninth series of the Cémpany's No Par Serial Preferred Stock shall be the Payment Dates.
The amount to be baid upon redempiion of the shares of said ninth series of the
Company's' No Par Serial Préferred _Stock‘shall‘bc $‘2\6.35 'pe;"share, plus unpaid accumulated
dividendé. if any, to the.date of regemption.
In the event of any involuntary  liquidation, dissolution or winding up of the
Company, said ‘ninth series of the Company’s No Par Serial Preferred Stock, pari passu with the
other Senior Secu}ities, shall have a preference over the Common Stock until there shall have
been paid, by dividends or distribution on each share of said ninth series of the Company’s No

Par Serial Preferred Stock, an amount équal to $25, plus the amount, if any, by which dividends

18
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of $1.28 per annum, from ’gnd-aftef the date on which dividends on such shares became

cumulative to _th;détg of _sq;fi_disuibuﬁion, exceed the div_idf;nds actually paid thereon or
declared and set apart forpayment thereon. |
Inthe 'éﬂiem of any voluntary liquidation, dissolution or winding up of the
~ Company, said ninth scncs of the Company’s Nc;i"ar Serial Preferred Stock;, pari passu with the
other Senior Securi_ties;;‘é'shaﬂ have a éreference over the Common Stock, until there shall have
been paid, by divf&énds'pr distribution on each share of said ninth series of the éompany’s No
ar Serial Prd‘:fn_ﬁd Séo’ck, an amount equal to the redémptiqg price applicable to shares of said
ninth series of the Company’s No Par Serial Preferred Stock, p]us the amoqni, if any, by which
dividends of $1.28 per annum, from and after the date on which dividends on such shares
became cumulative toi:the date. of such distribution, exceed the dividends actually paid thereon
of declared and set apart for payment thereon.
‘The holders of 'shares of said ninth series of the Company’s No Par Serial
Preferred. Stock shall have no voting rights except as provided in these Restated Articles of
Incorporation and except as otherwise required by law. Whenever holders of shares of said
ninth-series of the Company"s No Par Serial Preferred Stock shall be entitled to votc,! every
holder, or his\legal representative-at the record date for the determination of person$ entitled
to vote at a meeting of sk;;feholders, shall be cnﬁtled to one-quarter (1/4) of a vote for each
share of such stock standing in his name on the books of the Com}:any.
The shares of said ninth series of the Comp;ny’s No Par Serial Preferred Stock,
by their terms, shall not be entitled to a sinking fund or purchace fiund and chall nae bo

conventitlc iGlo OF eachiaugeabie for shares of any other class or series.
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(c) VThere is hereby created a tenth series of the.Compaans. No Par Serial
P;_eférred Stock which shall be designated as $1.18 No Par Serial Preferrcd“SV{o'ck. Said tenth
series of No Par Serial Preferred Stock shall consist of 480,000 shares, shall have a stated value
of $25 per share and shall have the felativg rights and preferences.as folldw's:
The annual dividend on said tenth series of the Comp:iny’s No Par Serial
Preferred Stock shall be $1.18 per share.
‘ The date from which dividends on shares of said tenth scries’of .the Company’s
No Par Sérizd_ Preferred Stock shall be cumulative shall be the UP&L Accrual Date. The dates

for the payment of dividends on shares of said tenth series of the Company’s Ne Par Serial

Preferred Stock shail be the Payment Dates.

The amount to be paid upon redemption of the shgrcsﬁ of said tenth scriés of the
Company’s No Par Serial Preferred Stock shall be $26.15 per share, plus unpaid accumﬁ!ated
dividends, if any, to the date of redemption.

In the event of any inyolumary liquidatior;° dissolution or winding up of the
Corhpany-, said tenth series of the Company’s No Par Serial Preferred Stock, pari passu with the
other Seniof Securities, shall have a. pref'erence over the Common Stock until there shall hayg
been paid, by' dividends or-distribution on each share of said tenth series of the Company’s No
Par Serial Preferred Stock, an amount equal to $25, plus the amount, if any, by which dividends
of $1.18 per annum, from and aftcr the date on which dividends on Such shares became
cumulative to the date of such distribution, excgcd the dividends actually paid thereon or

declared and set apart for navment therecn,
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In the event of any voluntary liquidation, dissolution or winding'up of the

Company, said tenth Seﬁeﬁ. of the Company’s No Par Serial Preferred Stock; pan passu thh thc
other Senior Secﬁ‘ri;iés. shall have a preference over the Common Stock, until there shall have
been paid, by divide,ndigr distribution on each share of said tenth series of the Company-;s No
Par Serial Preféned S;pck, an amount equal to the redemption price applicabl¢ 1o sh;fes of said
tenth series of the Conipany’s No Par Serial Preferred Stock. plus the amount, if any, by-@hir,;h
dividends of $1.18_‘-Vp;:vr-‘annum. from and after the date‘ ‘on which dividends on such shares
became cumulative to ;ﬁe date of such distributibn. exceed the dividends actually paid thereon
or declared_and set épagt for payme':}t\ thercfm.

The holders of shares of said tenth series of the Company’s No Par Serial
Preferred Stock shall have no voting rights éxcept as providéa ih these Restated Articles of
Incorporation and except as otherwise required by law. Whenever holders of shares of said
tenth series of the Company’s No Par Serial Preferred‘ S}ock shal_l be entitled to vote, cvery
holdér, or his legal representative, at the record date for the determination of persons entitled
to vote at a meexjng of shareholders, shall be entitled to one-quarter (1/4) of a vote for each
share of such stock standing in his name on the booiks of the Company.

The shares of said-ienth series of the ComP/::lny’s No Par Serial Preferred Stock, "
by their terms, shall not be entitled to a sinking fund or purchase fund and shall not be
convertible into or exchangeable for shares of any»othcr class or series.

(d)  There is hereby created an eleventh series of the Company’s No Par Serial

Preferred Stock which shall be designated as $1.16 No Par Serial Preferred Stock. Said eleventh
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Sa. o Of No Par Scrxal Preferred Stock shall consist of 200,000 shares, shall have a stated value
of $25 per share and shall have the relative rights and preferences as follows:

The annual dividend on s’éid cleventh seiics of_ the Company’s No Par Serial
Preferred Stock shall be $1.16 per share.

The date from rwhich dividends on shares of said eleventh series of the Company’s
No Par Serial Preferred S;ock shall be cumulative shall be the UP&L Accrual Date. The dates
for the payment of dividénds on shares of said eleventh series of the Company’s No Par Serial

Preferred Stock shall be the Payment Dates.

rd

The amount to be paid upon redemption of the shares of said eleventh series of

the Company's No Par Serial Preferred Stock shall be' $26.11 per share, plus unpaid
accumnulated dividends, if any, to the date of redemption.

In the event of any involuntary liquidation, dissolution or winding up of the
Cofnpany, said eleventh series of the Company’s No Par Seriai ,'Prcfcrred Stock‘. pari passu wnh
the other Senior Securities, shaﬂ have a preference over the Common Stock until there shall have
been paid. by dividends or distribution on each shérc of said eleventh series of the Company's
No Par Serial Preferred Stock, an amount equal to $25, plus the amount, if any, by w‘hich
dividen&s of $1.16 per annum,-from and after the d_aé on which dividends on such shares
became cumulative :o the date of such distribution, exceed the dividcndé‘actually paid thereon
or dcclarcd and set apart for payment thereon.

In the event of any . voluntary liquidation, dissolution or winding up of the
Company, said eleventh scries of the Company's No Par Serial Preferred Stock, pﬁri passu Qith

the other Senior Securities, shall have a preference over the Common Stock, until there shall
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have b;en paid, by ‘d.EVidcnds or distribution on each share of said eleventh series of the
- Company's No Par Serial Pref?rred’Stock. an amount equal to the redemption price applicable
to shares of said eleventh series of the Company’s No Par Sériai 'Pijcé‘ferred_ ’Stock,_ plus the
amount, if any, byv which dividequ of $1.16 per annum, from and 'a‘ftc.r tﬁé date on which
dividends on such shares became cumulative to the date of sﬁch distribution, exceed the
dividends actually paid thereon or declared and set apér: for payment théreon.

The holders of shares of said eleventh series of the Cofnpany’s No Par Serial
Preferred Sto:ﬁk shall have no voting rights except as provided in the#: Restated »Art‘icles of
Incorporation and é#cept_ as otherwise required by law. Whenever holders .of shares of said
eleventh series of the Comipany’s No Par Serial Preferred Stock shall be entitled to vote, every

holder, or his legal representative, at the record date for the determination of persons entitled

to voté at a meeting of shéreholders. shall be entitled to one-quarter (1/4) of a vote for each

share of such stock standing in his name on the books of the Cbmpany.

The shares of said eleventh series of the Company’s No Par Serial Preferred
Stock, by their terms.~shall' not be entitled to a sinking fund or purchase fund and shall not be
co'nvertible into or exchangeable for shafes of any other class or series. |

(The twelfth, thineenth, fourtcenth and fifteenth series of the No Par Serial
Preferred Stock of PacifiCorp, én Oregon corporation, were redeemed on July 12, 1996,
July 12, 1’996, July 29, 1996. aﬁd December 20, 1002, respactivly).

(e) Theré is hereby created a sixteenth series of the Company’s Nd Par Serial
Preferred Stock which shall be designated as $7.70 No Par Serial Preferr¢d Stock. The amount

of the consideration received by the Company fixed as a preference over the Commeon Stock in
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the assets of the Coiﬁbgny upon infloluntary iiquidétioh and that constitutes the’ sf,ate(j' value of
said sixteenth series of dxc _Conipany’s No Par Serial Preferred Stock is $100 per shai'é-. Said
sixteenth series of the Company’s No Par Serial Preferred Stock shall consist of l 000 000
shares and shall -have e relanve nghts and preferenccs as follows:

The ann’ual‘dividend on said sixteenth series of the Company’sbNo Par Serial

Preferred Stock "slkiallr_bé $7.70 per share.

The date from which dividends on shares of said sixteenth series “of the

Company’s No Par Sérial Preferred Stock shall be cumulative shall be the date of issue of su;:h
shares. The dates for the payment of dividends on shares of said sixteenth series of the
Company’s No Par Serial Preferred Stock shall be the Payment Dates.

The shafes of séid sixteenﬁh series of the Company’'s No Par Serial Preferred
Stock shall not be subject io redemption at the option of the Compgny and shall not be subject
to any sinking fund.

On August 15, 2001, the Company shall redeem ail shar;s of said sixteenth series
" of No Par Serial Preferred Stock then outstanding, out of funds legally available therefor, at a
redemption price cq@ to $100 per sha‘re ;;lus unpaid accumulated dividends, if any, to the date
of rcdempt;on.

In the event of any voluntary liquidation, dissolution or winding up of Ithe

WP TH. - °
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Comnany caid civteanth saries of the Company’s NO Na Seuiai Preferred Stock, pari passu with

e vuu;’lml
the other Senior Securities, shall have a preference over the Common Stock, until there shall
have been paid, by dividends or distribution on each share of said sixteenth series of the

Company’s No Par Serial Preferred Stock, an amount equal to $100, plus the amount, if' any,

L103-51263.1  SRB06-0026




by which dividends of $7.70 per annum, frorri.'and after the date on which dividends on such
shares became cumulative to the date of such distribution, exceed the dividends actually paid
thereon or declared and sct apart for payment thereon.

Every holder of record_ of shares of said sixteenth series of the Company’s No Par
Serial Preferred Stock, or his legal reprecentative, at the recoid daic for the determmation of
persons entitléd to vote at a meeting of shareholders, shall be entitled to one vote for each share
of such stock standing in his name on the books of the Company.
(/t) There is hefeby created a seventeenth series of the Company’s No Par Serial
Preferred Stock, which shall be designated as $1.98 No Par Serial Preferred Stock, S;:ries 1992.
Said severiteemh series of No Par Serial Preferred Stock shall consist of 5,000,000 shai'es, The
amount ofthe cbnsideratioxi((féceived bymhe/Company fixed as a preference over the Comxhoﬁ
Stock in the assets of the Company upbn involuntary liquidation, dissolution or winding up of
the Cdl;lpany and that constitutes the stated value of said seventeenth series of the Company’s

No Par Serial Preferred Stock is $25 per share.

The annual dividend on said seventeenth series of the Compainy’s No Par Serial

Preferred Stock shall be $1.98 per share;

o~

The date ﬁom-‘wﬁi‘ch dividends on shares of said seventeenth series of the”
Company’s No Par Serial Preferred Stock shall be cumulative shall be the date of iss_ue of such
shares. The dates for the péyment of dividends on shares of said seventeenth series of the
Compaﬁy’s No Par Serial Preferred Stock shall be the Payment Dates.

Thc shares of said seventeenth series of the Company’s No Par Serial Preferred

Stock shall not be redeemable by the Company on or before May 31, 1997. After May 31,
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1997, the outstanding shares of said seventeenth series of the Company’s-No Par Serial Preferred
Stock shall be redeemable at me option of the Company, in whole or in part, out of funds legally
available therefor, at a redemption price equal to $25 per share plus unpaxd accumulated
dividends, if any, to the date of rcdemption. The shares of said seventeenth series of the
Company’s No Par Serial Prefem»d Stock shall not he eubiect to any sinking fund.

In the event of any voluntary liquidation, dissolution or winding up of the

Company, said seventeenth series of the Company's No Par Serial Preferred Stock, pari passu

with the other Senior Securities, shall have a preference over the Common Stock, until there

shall have been paid, by dividends or distribution on each share of said seventeenth series of the
Company’s No Par Serial Preferred Stock, an gmbum equal to $25, pius the amount, if any, by
which dividends of $1.98 per annum, from and after the date on which dividends on such shares
became cumulative to the date of such distribution, exceed the dividends actually paid thereon
or declarcd and set apart for payment thercon. |

ﬁvcry holdcr of record of shares of said wvcntcemh scries of the Company’s No
Par Serial Preferred Stock, or his legal representative, at the record date for the determination
of persons entitled to vote at a meeting of shareholders, shall be entitled to one-quarter vote for
each share of such stock standing in his name on the books of the Company.

) Therc is hcrcby created an eighteenth series of the Company s No Par
Serial Preferred Stock, which shall be designated as $7.48 No Par Scrial Prcfcrred Stock. Said
eighteenth series of No Par Serial‘ﬂPreférrcd Stock shall consist of 750,000 shares. The amount

of the consideration received by the Company fixed as a preference over the Common Stock in

the assets of the Company upon invoiuntary liquidation, dissolution or winding up of the
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Company and that ¢onstimies the stated value of said seventeenth series of the Company’s No
Par Serial Preferred Stock is $100 per share.

The annual dividend on said eighteenth series of the Company’s No Par Serial
Preferred Stock shali be $7.48 per share.

The date from which dividends on shares of said eighteenth series of the
Company's No Par Serial Preferred‘ Stock shall be cumulative shall be the date of issue of such
shares. The dates for the payment of dividends on shares of said eighteenth series of the
Company’s No Par Serial Preferred Stock shall be the Payment Dates.

The sharcs_of said eighteenth series of the Company’s No Par Serial Preferred
Stock shall not bc’subjcct 1o redemption a'i‘t,hc option of the Combany, other than as described
below.

On June 15, 2007, the Company shall redeem all shares of said eighteenth series
of No Par Serial Preferred Stock then outstanding, out of funds legally available therefor, at a
redemption price equal to $100 per shz;re plus unpaid accumulated dividends, if any, to the date

of redemption. As a sinking fund for said eighteenth series of No Par Serial Preferred Stock,

the Company shall redeem, out of funds legally available therefor, on Junc 15 of each year,

/ beginning wi;h June 15, 20602 and-ending with June 15, 2006, not less than 37,500 shares nor
more than 75,000 sharcrs"df said eighteenth series of No Par Scrialf?rcfcrrcd Stock, in each case
at a redemption price equal to $100 per shar: plus unpaid acéumulau:d dividends, if any, to the
date of redemption; the option to redeem in excess of 37,500 shares of said eighteenth series of
No Par Serial Preferred Stock on any June 15 from 2002 through 2006 shall not be cumulative;
shares of said eighteenth series of No Par Serial Preferred Stock acquired by the Company

otherwise than through operation of the sinking fund may, at the option of the Company. be
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credited agaiﬁst subsequent mmum sinking fund requirements; if the Company shall be pre-
vented, because of restriction or for any other reason, from acquiﬁng or redeeming on any
June 15 from 2002 through 2006 the number of shares of said eighteenth series of No Par Serial
Preferred Stock that in the absence of such restriction or other reason it would be required to
acquire or redeem on such date; the deficit shall be made good on the first succeeding June 15
on which the Company shall not b prevented by such restriction or other reason from vauiring
or redeeming shares of said eighteenth series of No Par Serial Preferred Stock. If the Company
shall be in arrears in the redcmptién of sh;res of >said eighteenth series of No Par Serial

Preferred Stock, no dividends (other than dividends payable in Commnion Stock) shall be paid or

any other distribution of dssets made, by purchase of shares or otherwise, on Common Stock

i
i

or on any other stock of the Compaﬁy over which the No Par Seri'al Preferred Stock has pref-
‘erence as to the payment of dividends or as to assets.

In the event of any voluntary liquidation, dissol&tion or winding up of the
Company, said eighteenth series of the Companj’s No Par Serial Preferred Stock, pari passu
with the other Senior Securities, shall have a preference over the Common Stock, until there
shall have been paid, by dividends or distribution on each share of said eighteenth series of the
Company’s No Par Serial Preferred Stock, an amount equal to $100, plus the amount, if any,
by which dividends of $7.48 per annum, from and after the date on which dividends on such
~-shares became cumulative to the.déte of such éistribution. exceed the dividends actually paid
thereon or declared and set apart for payment thereon.

Every holder of record of shares of said eighteenth series of the Company’s No

Par Serial Preferred Stock, or his legal représemative, at the record date for the determination
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of persons e’mitléd to vote at a meeting of shareholders, shall be entitled to one vote for each
‘share of such stock standing in his name on the books of the Company.

(The mnetecnm and twentieth series of the No tock of PaoiﬁCorp,
an Oregon corporauon, were redeemed on August 9, 1996 and January 25, 1993, respccnvely)

3 Subject to the rights of the holders of the Senior Securities, and subordinate
thereto (and subject and subordinate to the rights of any class of stock hereafter authorized), the
Common Stock alone ;hall receive ail dividends and shares in liquidation, dissolution, winding |
up or distribution othér than those to be paid on shares of Senior Securities as provided in
Sectxons 2) throuzh (7) of this Article.

(9) The Company, by a majority vote of its Board of Directors, may at any time
redeem all of said 5% Preferred Stock or may from time to time redeem any part thereof, by
paying in cash a redemption price of $110 per share, plus unpaid accomulated dividends, if any,
to the date of redemption; may at any time redeem all or any part of any one or more series 'of
Serial Preferred Stock other than the 7.00% Serial Preferred Stock and the 6.00% Serial
Preferred Stock cfeated at the time of merger of PacifiCorp, a Maine corporation,t and Utah
Power & Light Compz;riy, a Utah ~corp\oration. into the Company, by paying in cash a

redemption price fixed and determined by resolution of the Board of Directors or pursuant to

Section (6) of this Article at the time of creation of each such series, plus unpaid accumulated

dividends, if any, to the date of redemption; and may at any time redeem all or any part of any
one or more seﬁos of No Par Serial Preferred Stock by paying in cash a redemption price fixed
and determined by resolution of the Board of Directors or pursuant to Section (7) of this Article
at the time of creation of each such series plus unpaid accumulated dividends, if any, to the date

of redemption. Natice of the infention of the Company 16 10dCei aill ur auy part of We 3%
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Prcfcrrerl Stock, Serial Preferred Stock or No Par Serial Preferred Stock shall be mailed not less
than thirty (30) days nor more than Sixty (60) days before the date of redemption to each holder
of record of 5% Preferred Stock, Serial Preferred Stock or No Par Serial Preferred Stock to be
redeemed, at his post office address as shown by the Company’s records or, in lieu of such
mailing, not less than thiny (30) days nor more than sixty (60) days’ notice of such redemption
may be published in such manner as may be prescribed by resolution of rhe Board of Directors
of the Company; and, in the event of such publication, no failure to maijl r»uch notice nor any
defect therein or in the mailing thereof shall affect the validity of the proceedings for the
redemption of any shares of 5% Preferred Stock, Serial Preferred Stock or No Par Serral
Preferred Stock so to be redeemed. Contemporaneously with the mailing or the publication of
such notice as afore;ard or at any time thereafter prior to the date of rqdemption, the Comparzy
may deposit the aggregate redemprion price (or the portion thereof not already paid in the
redemption of such $% Preferred S:ﬁck i Preferred Stock or No Par Senai Preferred

S[ock) with anv hank or rmice comnany in tha Cirss of Moo Yok, Mow York, vt ju the City of

-

Portland Oregon, named in such notice, payable to the order of the record holders of the 5%

Preferred Stock, Serial Preferred- Stock or No Par Serial Preferred Stock so to be redeemed, on

the endorsement andsurrender of their certificates, and thereupon said holders shall cease to be

shareholders with Tespect to such shares; and from and afrér the making of such. deposit such
holders shall have no interest m or claim against the Company with respect to said shares, but
shall be entitled only to receive such moneys from said bank or trust company, with interest, if
any, allowea by such bank or trust company, on srrch. moneys deposited as in this Section
provided, on endorsement and surrender of their certificates, as aforesaid. Any moneys so

deposited, plus interest thereon, if any, and remaining unclaimed at the end of six years from
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the date i‘rxed for redeniprion, fif thereafier requested by resolixtion of the Board of Directors
shall be repard to the Company, and in the event. of such repayment to the Company such
holders of record of the shares so redeemed as shall not have made claim against such moneys
prior to such repayment to the Company, shall be deemed to be unsecured creditors of the

Company for an amount without xnt erest i amount deposiied, plus interest

thereon, if any, allowed- by such bank or trust company, as above stated, for the redemption of

such shares and so paid to the Company. If less than all of the shares of the 5% Preferred Stock
or of any series of Senal Preferred Stock or No-Par Serial Preferrad Stock 2re 19 be redcemed
the shares to be redeemed shail be selected by lot, in such rnanner as the Board of Directors of
the Company shall deterrhine, by an independent bank or trust company selected for that purpose
by the Board of Directors of the Company. Nothing in thie Section contained shall limit any
right of the Company to purchase or otherwise acquire any shares of 5% Preferred Stock, Serial
Preferred Stock or No Par Serial Preferred Stock.

(10) Except as hereinafter otherwise provided, every holder of record of 5% Preferred
Stock. of Serial Preferred Stock or of Common-Stock, or his legal representative, at the record
date for the determination of persons emilled o vote at a rneeting of shareholders, shall be
entitled at such meeting to orie Yote for each share of such stock standing in his name on the
books of the Company, and every holder of record of No Par Serial Preferred Stock, ~or his legal
representative, at the record date for the determmatron of persons enmled to vote at a meeting
of shareholders, shall be entitled to such voting rights as shall be fixed and determined for the
series of which his share or shares are a part by Section (7) of this Article or the resoluijon

establishing such series.
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(11)  If and when dividends payable on the Senior Securities shall be in default in an
amount equal to four full quarterly payments or more per share, and thereafter until all dividends
on the Senior Securities in default shall have been paid, the holders of the Senior-Securities,
voting separatgly froni the Common Stock as one class, shall be entitled to elect the smallest
number of dir;ctors necessary to constitute a majority of ihc: full Board of Directors, and the
holdeﬁ of the Common Stock, votihg separately from the Senior Securities as a clasg chall he
entitled to elgci_ the remaining directors of the Company, anything herein and in the Bylaws of
the Company to the contrary notwithsfanding. The terms of office, as directors, of all persons
who may be directors of_the Company at the time‘shall terminate upon the election of a majority
of the Board of Directors by the holders of the Senior Securities, except that if ;he‘holders of
the Common Stock shall not have elected the remaining directors of the Compax;_v, then, and
only in that event, the directors of the Company in office just prior to the election of a majority
of the Board of Directors by the holders of the Senior Securities shall elect the remaining
directors of the Company. Thereafter, while such default continues and the majority of the
Board is being elected by the holders of Senior Securities, the remaining directors, whether
elected by directors, as aforesaid, or ‘wher_her originally or later elected by holdérs of the
Common Stock, shall continue.in office until their successors are elected by holders of the

Common: Stock and shall qualify.

(12) Ifand when all dividends then in default on the Senior Securities. then outstanding

shall be paid (such dividends to0 be declared and paid out of any funds legally available therefor
as soon as reasonably practicable). the holdere nf the Sanicr Secnrivias shall be divesicd of aiiy
special right with respect to the election of directors, and the voting power of the hoiders of

Senior Securities and the holders of the Common Stock shall revert to the status existing before
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the first dividend payment date on which dividends on the Senior Securities were not paid in
full, but always subject to the same provisions for vesting such special 'rights in the holders of
the Senior Securities in the event of further like default or defaults in the péyment'of dividends
thereon. Upon termination of any such special voting right upon payment of all accumulated
and defaulted dividends on the Senior Securities, the term. of office of all persons who may
have been elected directors of the Company by vote of the holders of .§an_i or Securitiee ac ons
class, pursuant to such special voting right, shall forthwith terminate, and the resulting vacancies
shall be filled by the vote of a majority of the remaining directors, ‘and directors so elected shall
hold office until their successors are elected and shall qualify.

(13) In the case of any vacancy in the office of a director occurring among the
directors elected by the holders of the Serlior Securities, voting sepérately from the Common
Stock as one class, the remaining directors elected by the holders. of the Senior Securities, by
affirmative vote of a majority thereof, or the remaining director so elected if there be but one,
may elect a successor or successors to hold office for the unexpired term or terms of the director
or directors whose place or places shall be vacant. Likewise, in case of any vacancy in the
office of a director occﬁfring ai;long tl‘le directors not elected by the holders of the Senior
Securities, te remaining directors not elected by the holders of the Semior Securities by

affirmative vote of a majority thereof, or the remaining director so elected if there be but one,

may elect a successor or successors to hold office for the unexpired term or terms of the director

or directors whose place or places shall be vacant.
(14)  Whenever the right chall have accrued 1o the helders of the of Secufitics v
elect directors, voting separately from the Common Stock as one class, it shall be the duty of

the President, a Vice-President or the Secretary of the Company forthwith to cause notice to be
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given to the shareholders entitled to vote at a meeting to be held at such time as the Company’s
officers may fix, not léés than ten (10) nor more than sixty EGO) days after the accrual of such
right, for the purpose of electing directors. At all meetings of sha__;ehblders held for the purpose
of electing directors dnring such time as the holders -o.f the Senior Securities shall have the
special right, voting sé;ﬁ;ratély from tﬁe Common Stock as one cia'ss, to elect directors, the.
presence in person or by proxy of the holders of a majnriry of the ontstanding Common Stock
shall be required to co‘nstitute a quorum of such class for the election of directors, and the
* presence in person or by proxy of the holders of a majority in voting rights, of the outstanding
Senior Securities shall be requiréd to constitute a quorum of such class for .the' election of
directors; provided, however, that the absence of a quorum of the,‘holders ,Of stock of either such

class shall not prevent the election at any such meeting or adjournment thereof of directors by

the other class, if the necessary quorum of the holders of stock of such other class is present in

person or by proxy at such meeting or any adjournment thereof; and provided further, that in

the event a quqnj‘m of the: holders of the Common Stoc'!ki is present but a quorum of the holders
of the Senior Securities is- not preseni, then thc; election of the directors elected byA the holders
of the Common Stock shall not become effective and the directors so elficted by the holders of
Comm‘_u.n Stock shail not assume their ot‘ﬁcés and duties until the | holders of the Senior
Securities, with a quorum présent, shall have elected the directors they shall be entitled to elect;
and provided further, however, that in the absence of a quorum of holders of stock of either
class, a majority of the Holders of the stock of such class who are present in person or by proxy
shall have power to adjourn‘ the election of the directors to be elected by such class from time

to time without notice other than announcement at the meeting, until the requisite quorum of

holders of such class shall be made present in person or by proxy, but such adjournment shall

M
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not be to a date beyond the date for the mailing of the notice of the next annual meeting of the
Cbompany or special meeting in lieu thereof,

(15)  So long as any shares of the 5% Preferred Stock are outstanding, the Company
shall not, witbout the consent (given by a vote at a meeting called for that purpose) of thg
holders of at least two-thirds of the total number of votes entitled to be cast by the shares of the
5% Preferred Stock then outstanding:

(a)  create or authorize any new stock ranking prior to the 5% Preferred Stock

as to dividends, in liquidation, dissolution, winding up or distribution, or create or authorize any

security convertible into shares of any such stock; or

(b)  amernd, alter, change or repeal any of the express terms of the 5%
Preferred Stock then outstanding in a manner ﬁubsmn;ially prejudiciii to the holders thereof.

) : :
(16)  So long as any shares of Sériz{l Preferred Stock are outstanding, the Company

shall not, without the consent (given by avv;)te at a meeting called for that purpose) of the
holders of at least two-thirds of the total number of votes entitled to be cast by the shares of
Serial Preferred Stock then outstanding:

(a) create or authorize ény new stock ranking prior to such Serigl Preferred
Stock as to dividends, in fiquidation, dissolution, winding up or distribution, or créate or
authorize any security con;lenible into shares of any such stock; or

(b)  amend, alter, change or repeal any of the express terms of such Serial
Preferred Stock then outstanding in a manner substantially prcjudi?:ialn to the holders thereof.

(17)  So long as any shares of No Par Serial Preferred Stock are outstanding, the

Company shall not, without consent (given by a vote at a meeting called for that purpose) of the

LLO1-51261.1  $6306-0026




holders of at least tonttﬁrds_ef the total number of votes entitled to-be_césf by- the shares of No

Par Serial Preferred Stock then ontstandirxg:

(‘5)” © create or authonze any new stock rankmg prior to such No Par Senal.
Preferred Stock :rs to. dxvrdends in hquxdanon dxssolutxon winding up or drstnbuuon or create
or authorize any security cdrrvenible _inro_ shares of any such stock; or -

)] amend, aher. change or repeal any of the express terms of such No Par
Serial Preferred Stoc{; théh .Aoﬁtstanding in 2 manner substantially prejudicial to the holders’
thereof.

(18 So fong as._any shares of the Serlior Securities are outstanding, the Cbrnpany shall
not, without the consent"(given by vote ai a meetirxg caiied for that purpose) of the holders ot_‘
a majority of the total vbring power of the Senior Securities then outstanding, voting eeparately
from the Common Stock, as one class:

{a) merge or conso}idate with or into any orher corporation or ‘corporations;’
provided, that the provisione of this subparagraph (a) shall not apply to a purchase or other
acquisition by the Company of franchises or assets of another corporation in any manner which
does not involve.a merger or consolidati\on; or

) issue any unsecured notes, debentures or other securmcs represemmg

N o

unsecured mdebtedness, or assumc any such unsecured indcbtedness, for purposes other than
(i) the refunding of outstanding unsecured indebtedness theretofore issued ar assumm* be the
Company, or (ii) the reacquisition, redemption or other retirement of al} outstanding shares of
the Senior Securities, if immediétely after such issue or 'assumption the total principal amount
of all unsecured notes, debentures or other securities representing unsecured indebtedness issued

or assumed by the Company, including unsecured indebtedness then to be issued or assumed,
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would exceed thirty per centum (30%) of the aggregate of (1) the total principal amount of 211

bonds or other secufities representing secﬁred ‘ix_lde.btedness issued or assumed by the Company
and then to be outstanding, and (2) the capital km_d su'rplﬁs of the Company as then to be stated
on the books of .achi;*rgt of the Company; or

) | Aissue, sell or otherwise dispose of any shares of the Senior Securities or
of any other c!ass of .1;tpck ranking prior to, or on a parity with, the Senior Securities as to
dividends or distribuﬁc)ns, unless the net income of the Company determined, after provision for
depreciation and all taxes and in accordance with generally accepted accountiﬂg practices, to/'be
available for the paymém. of dividends for a period of twelve: (12) consecutive calendar months
within the fifteen (15) cilendar months immediate!y preéeding the issgance, sale or disposition
of such st.ock, is at least equai to twice the annual dividend requirements on all outstanding
shares of _L‘he Senior Securities and all other classes of stock ranking prior to, or on a parity
“With, the Senior Securities as to dividends or distributions, including the shares proposed to be
issued,_ computed, in the éase of any such shares on which the dividend rate is subject to
’adjustmem. at the dividend rate then in effebt or, if such shares are the shares proposed to be

'

issued, at the dividend rate initially estat;Iished for such shares, apd unless the gross income of
the Company for such period, determined in accordance with g.‘e.nerall_y accepted accounting
practices (b_ut in any event after deducting the amount for said period charged byl the Company
on ire hanbe tn denrecintion cnpinse and all taacs) i be avaiiadie ror the payment of interest,
shall have been at least one-and ,o‘ne-half times the sum of (i) the annual intérest charges on all
interest bearing indebtedness of the Company and (ii) the annual dividend requirernents on all

outstanding shares of the Senior Securities and all other classes of stock ranking prior to, or on

a parity with, the Senior Securities as to dividends or distributions, including the shares proposed

37
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to be issued, computed, in the case of any such indebtedness or shares on which the interest or

dividend rate is subject to adjustment, at the interest or dividend rate then in effect or, if such

shares are the shares proposed to be issued, at the dividq:;nd‘réte mméliy esﬁblished for such
sharés; provided, that there shall be excluded from the 'forcgbing Coix;_putation interest charges
on all indebtédness and d_ividends}on all shares of stock which are to be retired in conneciion
with the issﬁe of such additional shares of ‘Senior Securities or other class of ‘s,tbck ranking prior
to, or on a parity with, the Senior Securities as to dividends or distributioﬁs; and provided
further, that in any case where such additional shares of Senior Securities or other class of stock
ranking prior to, or on a parity with, the Senior Securities as to dividends or diStributions, are

to be issued in connection with the acquisition of new property, the net earnings of the property

to be so acquired may be included on a pro forma basis in the foregoing computation, computed

on the same basis as the net earnings of the Company; or

(d) issue, sell or otherwise dispose of any share; ‘_:of, the Senior Securities, or
of any other class of stock ranking prior te, or on a parity mah, the Senior Sccurities as to
dividends or distributions, unless the aggregate of the capital of the Company applicable to the
Common Stock and the surplus of the Cf)mpany shall be not less than the aggregate amount
payable on the involuntary dissblutian, liquidation or winding up of the Cémpany; in respect of
all shares of the Seniof Securities and all shares of stock, if any, ranking‘prior thereto, or on
a parity therewith, as to dividends or distributions, which will be outstanding after the issue of
the shares prbposed to be issued; provided, that if, for the purposes of meeting the requirements
of this subparagraph (d), it becomes necessary to take into consideration any earned surplus of

the Company, the Company shall not thereafter pay any dividends on shares of the Common

Stock which would result in reducing the Company’s Common Stock equity to an amount less
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than the aggregate amount payable, on dissolution. winding up or inveluntary liguidation of the

Company, on all shares of the Senior Securities and of any stock ranking prior to, or on a parity
with, the Senior Securitics as to dividends or other distributions, at the‘ time outstanding.

19 The Company from time to time may, subject to the limitations or requirements
provided above in this Article I, purchace any of its stock cutstanding ai suci price as may be
fixed by its Board o’f Directors or Execuﬁve. Committee and accepted by the holders of the stock
purchased, and may resell any stock so purchased at such price as may be fixed by its Board of
Directors or Exeéutive Committee, but %n the case the stock so purchaséd is subject to |
redemption, the price paid therefor shall not exceed the price at which it is redeemabie.

(200  The Company from time to time méy, subject to the limitations or requirements
provided above in this Article III, issue and sell Common Stock or Preferred Stock of any class
then authorized but unissued, bonds, notes or other evidences of indebtedness convertible or not
into Common Stock or stock of any other class theﬁ autﬁorized but unissued.

21) ider e ther securities of the Compény now or hercafter
authorized shall have any preemptiye or other right to subscribe for, purchase or receive any
unissued shares, treasury shares, vo.r ‘other shares of any class, whether now or hereafter
authorized, or any notes.—bonds:;debenmres, or othgr securities convertible into, or carrying
options or warrants to purchase, sh;ares of any class. The Company may issue and dispose of
any of its authorized shares for such consideration as may be fixed by the Board of Directors

subject to the laws then applicable.
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ARTICLE IV
Meetings of shareholders of the Company may be held at such place, either within
or outside the State of Oregon, as shail be designated from time to time by the Board of
Directors.
ARTICLE V
8)) The number of directors of the Compariy shall be not less than nine (9) nor more
than (wenty-one (21), and within such limits the exact number shall be fixed and increased or
decreased from time to time by resolution of the Board of Directors. The directors shall be

divided into three classes, as nearly equal in number as possible, with the term of office of the

first class ("Class I") to expire at the 1991 annual meeting of shareholders, the term of office

_of the second class ("Class II") to expire at the 1989 annual meeting of shareholders and the
term of office of the third class ("Class I1I") to expire at the 1990 annual meeting of
.shareholders. At each annual meeting of shareholders following such initial classification and
election, directors elected to succeed those directors whose terms expire shall be elected to serve
th:ee-year.‘(tcrms and until their succéssors are elected and qualified, so that the term of one class
of directors will expire each year. When the number of directors is changed within the limits
provided herein, any newly creatzd directorships, or any decrease in directorships, shall be so
apportioned among the classes as to make all classes as nearly equal as possible, provided that
no decrease in the number of directors cqnstituting the Board of Directors. shall shorten the term
of any incumbent director.

) All or any number of the directors of the Company may be removed without cause
only at 4 meeting of shareholders called expressly for that purpose, by the vote of 80 percent

of the votes then entitled to be cast for the election of directors. The shareholders may remove
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all or any number of directors for cause at a meeting of shareholders called expressly for that
purpose hy the vote of two-thirds of the vetes then entitled to be cast for the election of
directors. At any meeting of shareholders at which one or more directors are removed, a

majority of the votes then entitled to be cast for the election of directors may fill any vacancy

created by such removal. If any vacancy created by removal of a director is not filled by the

shareholders at the mce:ing at which the removal is effected, such vacancy may be filled by a
majority vote of the remaining directors. | .
(3)  The provisions of this Article V may not be amended, altered, changed or
repealed in any respect unless such action is approved by the affirmative vote of not less than
80 percent of the votes then entitled to be cast for the .elcction of directors.
‘ARTICLE V1
The Company’s Bylaws may be amended or repealed or new bylaws may be
made: (a) by the affirmative vote of the holders of record of a majority of the outstanding
capital stock of the Company entitled to vote thereon, irrespective of class, given at any annual
or special mecung of the shareholders provided that notice of the proposed amendment, repeal
or new bylaw or bylaws be included in the notice of such meeting or waiver thereof; or (b) by
the affirmative vote of ama]omy:bf the entire Board of Directors given at any. regular meeting
of the Board, or any special meeting thereof; provided that notice of the proposed amendment,
repeal or-new bylaw or bylaws be included in the notice of such meeting or waiver thereof or
all of the directors at the time in office be present at such meeting.
ARTICLE VII

(D Whether or not a vote of shareholders is otherwise required, the affirmative vote

of the holders of not less than 80 percent of the outstanding shares of "Voting Stock" (as
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hereinafter defined) of the Company shall be required for the approval or authorization of any
"",Busincss Transaction” (as hereinafter defined) with any "Related Person” (as hereinafter
defined) or any. Business Transaction ‘in which a Related Person has an interest (except
proportionately as a shareholder of the Company), pro#ided. however, that the 80 percent voting

requirement shall not be applicable if either:

(a)  The "Continuing Directors" (as hereinafter defined) of the Company by

ﬁt least a two-thirds vote (i) have ckprcssly approved in advance the acquisition of the
outstandiﬁg shares of Voting Stock that caused such Related Person to become a Related Person,
or (ii) have expressly approved such Business Transaction: or

(b)  The cash or fair market value (as dctgrmincd by at least a majority of the
Continuing Directors) of the property, sccurities or other consideration to be received per share
by holders of Voting Stock of the Company (other than the Related Person) in the Business
Transaction is not less than the “Highest Purchase Price”A or the "Highest Equivalent Price” &as
those terms are hereinafter defined) paid by the '.Rclatcd Person involved in the Business
Transaction. in acquiring any of its holdings of the Company's Voting Stock.

-(2) For purpbscs of tfxis Article Vit

) * (4~ The term "Business Tr;msaction” shall
include, withou; limitation, (i) any merger, consolidation or plan
of exchange of the Company, or any entity controlled by or under
common control with tﬁc Company, w‘ith or into any Related
Person, or any entity controlled by or under common control with
such Related Person, (ii) any merger, consolidation or plan of

evchange of a Reloted Porson, of any cuilly wouiruiicd oy or under
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common control with such Related Person, with or inte the
Company or any entity controlied by or under common controi
with the Company, (iii) any sale, lease, exchange, transfer or other
disposition (in ome transaction or a series of transactions),
including without limitation a mortgage or any other security
device,v of all or any "Substaxitial Part” (as hereinafter defined) of
the property and assets of the Company, or any entity controlled
by or under common control with the Company, to a Related
Person, or any entity controlled by or under common control with
such Relate'd Person, (iv) any purchase, lease, exchange, transfer

or other acquisition (in one transaction or a series of transactions),

including without limitation a mortgage or any other security

, of all or any Substantiai Part of the property and assets of
2 Related Dorcnn c" any ooty SonitGicd b of under couunun
control with such Related Person, by the Company or any entity
con&olled by or under comfnon control with the Company, (v) any
‘recapitalization 6fThe Company that would have:the effect of
inéreasing the voting power of a Related Person, (vi) the is;uance,
sale, exchénge or other disposition of any securities of the

Company, or of any entity controlled by or under common control

with the Company, by the Company or by any entity controlled by
or under common control with the Company, (vii) any liquidation,

spin-off, split-off, split-up or dissolution of the Company, and
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(viif) any agreement, contract or other arrangement providing for

any of the transactions described in this definition of Business
Transaction.

~(b)  The term "Related Pcrson»'; shall mean and
include (i) any individual, Corporation, assqciation, trust,
partnership or othe?person or emify (a "Person") which, together

with its "Affiliates” (as hereinafter defined) and "Associates” {(as '

hercinaftcrv detined), "Beneficially Owns" (as deﬁned‘in Rule

13d-3 of the General Ruleé and Regulations under the Securities
Exchange Act of 1934 as in eft}e'c_t“ at June 13, 1984) in the
aggregate 20 percent or more of the outstanding Voting Stock of
the 'Cémpany, and (ii) any Affiliate or Associate (other than the
Company or a subsidiary of the Company of which the Company
owns, directly or indirectly, more than 80 percent of the voting
stock) of any such Person. Two or more Persons acting in concert
for the purpose of acquiriﬁg, holding or disposing of Voting Stock
of the Company shall be deemed é "Person.”

(c)  Without liniimion, any share of Voting Stock
of the Company that any Related Person has the right to acqhire.
at any time (nofwithstanding that Rule 13d-3 de:m.s such shares to
be beneficially owned only if such right may be exercised within
60 days) pursuant to any‘ agreement, contract, arrangement or

understanding, or upon exercise of conversion rights, warrants or
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options, or otherwise, shall be deemed to be Beneficially Owned
by such Related Person and to be outstanding for purposes of
subsection (b) above.

(d) For the purposes of , SUbsegtion {(b) of

Section 1 of Article VII, the term "other consideration to be

received” shall include, without limitation, Common Stock or other

capital stock of the Company retained by its existing shareholders,
other than any Related Person or other Person who is a party to
such Business Transaction, in the event of a Business Transaction
in which the Company -is the survivor. |

(¢) The term "Voti;lg Stock” shall mean all of
the outstanding shares of capital stock of the Company entitled to

vote generally in the election of directors, considered as one class,

and each reference to a proportion of shares of Voting Stock shall
refer to such proportion of the votes emitledﬁto be cast by such
‘shares.

= (fy -~ The term "Continuing Director" shall mean
a director of the Company who became a dire/ctor on the effective
date of the merger of PacifiCorp, a Maine cé)rporatio_n. and Utah
Power & Light Company, a Utah corporation, into the Company,
provided that anv person becoming a directar cuheaquant 1o conk

date whose efection, or nomination for election, by the Company’s
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shareholders was approved by a vote of at least a majority of the

Continuing Directors shall be considered a Continuing Director.

(@) A Related Person shall be deemed to have

acquired a share of the Voting Stock of the Company at the time
when such Related Person became the Benéﬁcial- Owner thereof.

With respect to the shares owned by Affiliates, Associates or other

AP e ST T TS TR - L e Y T TR R g
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Persons whose ownership is attributed to a Related Person under
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the foregoing definition of Rel,atcd Person,‘ if the price paid by
such Related Person for suclbli‘shar_es is not determinable by a
majority of the Continuing Directox;. the price so paid shall -be
deemed to be the higher of (i) the price paid upon the acquisition
thereof by the Afﬁliate,v Associate_pr other Person or (i1} the

market price of the shares in question at the time when such

Related Person became the Beneficial Owner thereof.
(h). The terms "Highest Purchase Price” and
" HighcstvKuivaient Price" és. used in this Article VII shall mean .
aly one class of capital stock of the
Company issued and outstanding, the Highest Purchase Price shall
mean the highest price that can be dctenﬁined 10 have'l;éen paid
at z;ny time by the Related Person involved in the Business
Transaction '.for any share or shares of that class of capital stock.

If there is more than one class of capital stock of the Company

issued and outstanding, the Highest Equivalent Price shall mean,
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with respect to each class and series of capital stock of the
Company, the amount determined by a majority of the Continuing
Directors, on whatever basis they believe is appropriate, to be the v
highest per share price equivalent to the highest-price that can be
determined to have been paid at any time by the'Related Per;son
for any share or shares of any class or sgrigs of capital stock pf the
Company. The Highest Purchase Price and the Highest Equivalent ‘
Price shall include any brokerage commissions, transfer taxes and
soliciting dealers’ fees paid by a Related Person with respect to tfle
shares of cdpital stock of the Company acquiired by such Related
Person. In the case of any Business Transaction with a Related
Person, the Continuing birectors shall determine the Highest

Purchase Price or the Highest Equivalent P‘rice‘for each class and

series of the capital stock of the Cdmpény. The Highest Purchase

Price and Highest Equivalent Price shall be apbropriately adjusted
to reflect the occurrence of any reclassification, recapitalization,
stock split, reverse stock split or other readjustment in the number
of ‘outstanding shares of capital stock of the Company, or the
declaration of a stock dividend thereon, between the last date upon
which the Related Party paid the Highest Purchase Price or
Highest Equivalent Price and the effective date of the merger or

consolidation or the date of distribution to shareholders of the
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Company of the proceeds from the sale of all or substantially all
of the assets of the Company.

) the term "Substantial Part" shall mean 10
percent or more of the fair market value of the total assets of the
Persc.m‘ in question, as reflected on the most recent balance sheet
of such Person existing at the time the shérc;holders of the
Compaity wouid be required to approve or authorize the Business
Transaction involving the assets constituting any such Substantial

Part. -

" () The term "Affiliate,” used to indicate a

 relationship with a specified Person, shall mean a Person that
directly, or indirectly through one or more intermediaries,

controls, or is controlled by, or is under common control with, the

(k)  The term "Associate,” used to indicate a
relationship with a spe i : nican (i) any eniiiy of
which such specified Person is an officer or partner or-is, directly
or indirectly, the beneficial owner of 10 percent or more of any
class of equity securities, (ii) any trust or other estate in which
such specified Person has a substantialrbenéﬁcial interest or as to
which such specified Person Serves as trustee or in'a similar

fiduciary capacity, (iii) any relative or spouse of such specified

Person, or any relative of such spouse, who has the same home as

LLOL-51263.1 58606-0026




such specified Person or who is a director or officer of the

Compa}ly or any of its subsidiaries, and (iv) any Person who is a

director or officer of such specified Person or any of its parents or

subsidiaries (other than the Company or an entity controlled by or

under common control with the Company).

1)) The term "Subsidiary,” when used to indicatc

a relationship with a specified Person, shall mean an Affiliate

controlled by such Person directly, or indirectly through one or

more intermediaries.

(3) | For the purposes-of this Article VI, a majority of the Continuing Directors
shail have the power to make a good faith de'te_rr;lination, on the basis of information known to
them, of: (@) the number of shares of Voting Stock that any Person Beneficially Owns,

(b) whether a Person is an Affiliate or Assoqiatc'of another, (c) whether a Person has an

agreement, contract, arrangement or understanding with another as to the matters-referred to in

subsection (2)(a)(viii) or (2)(c) hereof, (d) whethar the asscis subject iu any Business Iransaction
constitute a §gbstantial Part, (e) whethef' any Business Transaction is one in which a Related
Person has an interest (except proportionately as a shareholder of the Company), and (f).such
other matters with respect to which a d,ektermination is required under thi; Article VII.

(4)  The provisions set forth'in this Article VII may not be amended, alt;:red, changed
or repealed in any respect unless such actio}n.js approved by the affirmative vote of the holders

of not less than 80 percent of the outstanding shares of Voting Stock of the Companyv,

L
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" ARTICLE VIII

The Company shall indcmxiif; to the fullest extent not prohibited by law any

person who is made, or threatened to-be made, a party to n'r'imac:ion, suit or procceding, whether
civil,A criminal, administrative, investigative, or otherwise (including an action, suit or
proceeding by or in the right of the Company) by reason of rthe fact that the serson is oi was
a director, officer, employee or agent of the Company or a fiduciary within the meaning of the
Employee Retirement Incon}e Security Act of 1974 with respect to any employee benefit plan
of the Company, or serves or served at the request of the Company as a director, officer,
employee or agent, or as a fiduciary of an employee benefit plan, of another corporation,
partnership, joint venture, frust or other enterprise. The Company shall pay for or reimburse
: the reasonable cXpens,es incurréd oy any such person in any such proceeding in z;dvance of the
final disposition of the proceeding to the fullest extent not prohibited by law. This Article shall
not be deemed exclusive of any other provisions for hlgemniﬁcation or advancement of expenses
of directors, officers. employees, agents and fiduciaries that uay be included in any statute,
bylaw, agreement, general or specific agzion of the Board of Directors, vote of shareholders or

;

otherwise.

- £ ARTICLE IX

No director of thc-Compm"xy shall be personally liable to the Company or its
shareholders for monetary'damages for conduct as a director; provided that this Article IX shall
not eliminate the liability of a director for any act or omission for which such elimination of
liability is not permitted.under the Orcgon Business Corporation Act. No amendmeﬁt to the

Oregon Business Corporation Act that further limits the acts or omissions for which elimination
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of liability is permitted shall affect the liability of a director for any act or omission which

occurs prior to the effective date of such amendment.
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ARTICLES OF MERGER

of | FILED

Scottish Power Acquisition Co. NOV 2 9 1999

. OREGON
with and into SECRETARY OF STATE

PacifiCorp

The fbllowing Articles of Merger are filed pursuant to Sections 60.481 and 60.494
of the Oregon Business Corporation Act by PacifiCorp, an Oregon corporation
("PacifiCorp"), the surviving corporation in the merger of Scottish Power Acquisition Co., 74 779
an Oregon corporation ("Merger Sub"), with and into PacifiCorp, with PacifiCorp as the
surviving corporation (the "Merger"):

1. Plan of Merger. The Amended and Restated Agreement and Plan of Mgrger,
dated as of December 6, 1998, as amended as of January 29, 1999 and February 9, 1999, and
amended and restated as of February 23, 1999, and as further amended on or prior to the date
hereof, by and among Scottish Power plc (formerly New Scottish Power plc), a public limited

‘company incorporated under the laws of Scotland, Scottish Power UK. plc (formerly Scottish
Power plc), a public limited company incorporated under the laws of Scotland, NA General
Partnership, a Nevada general partnership, and PacifiCorp (the "Plan") relating to the Merger
is attached hereto as Exhibit A and is incorporated herein by this reference as if fully set
forth. The Plan has been duly adopted and approved by the Board of Directors of each of
PacifiCorp and Merger Sub. ' , )

2. Sharehdlder Approvals.

(a) The Plan was approved by the sole shareholder of Merger Sub as
- follows, such approval being the only shareholder approval of the
Plan required on the part of Merger Sub:

297,341,004 shares of common stock of Merger Sub were
outstanding, and each such share was entitled to cast one vote on the
Plan; :

297,341,004 shares of common stock of Merger Sub were voted in
favor of the Plan; and

0 shares of common stock of Merger Sub were voted against the Plan.
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The Plan was approved by the following voting groups of
shareholders of PacifiCorp, such approvals being the only shareholder
approvals of the Plan required on the part of PacifiCorp:

297,331,855 shares of common stock of PacifiCorp were outstanding
and entitled to vote as a single class, and each such share was entitled
to cast one vote on the Plan;

207,506,780 shares of common stock of PacifiCorp were voted in
favor of the Plan; and ’

27,051,938 shares of common stock of PacifiCorp were voted against

the Plan;

3,159,370 shares of preferred stock of PacifiCorp were outstanding
and entitled to vote together as a single class on the Plan, and these
shares were entitled to cast an aggregate of 2,413,541.5 votes:

2,197,613 votes of preferred stock of PacifiCorp, were cast in favor of
the Plan; and '

8,403 votes of prefefred stock of PacifiCorp were cast against the
Plan. "

3. Effective Date. These Articles of Merger shall be effective upon the date and
time on which these Articles of Merger are duly filed with the Corporation Division of the
Secretary of State for the State of Oregon.
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November 20

PACIFICORP,
an Oregon corporation

By: /-
Name: Richard T. O'Brien

Title: Executive Vice President and
Chief Cperating Officer
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CGLOSSARY OF DEFINED TERMS

The following terms, when used in this Agresment. have the mcamnos asc*mcd to

them in the corresponding Sections of this Agreement iisted below:

"1935 Act"

"ADR Depositary”

"ADR Holder Proposal

"ADS Consideration”

"Advisory Board"

"affiliate”

"Affiliate Agreement”
"Agreement”

"Alternative Proposal”

"Antitrust Division”

"Articies of Merger”

"BCA" - o

"benencially”

"business day"

"Certificates"

"Circular”

"Closing"

"Closing Date"

"Code"

"Companies Act"

"Company" .

"Company Affiliates"

"Company Budget"

"Company Common Stock”

"Company Disclosure Letter"

"Company Emplovee Benefit Plan”

"Company Financial Statemen:s”

"Company Joint Venture"

"Company Option”

"Company Option Plan"

"Company Permits"

"Company Preferred Stock"

"Company SEC Reports"

"Company Stock Option”

"Company Stockholders' Approval”

"Company Stockholders' Mesting”

"Confidentiality Agresment”

"Constituent Corporations”

"Contracts”
controi " "controlling," "controlled by"
and "under common control with"
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"Converted Shares" Section 2.01(c)()

"DOE" Section 3.05(b)
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"Election Date" Section 2.02(a)
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"group" Section 9.12(f)
"Hazardous Materials" Section 3.15(g)(iii)
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Preamble
"HoldCo ADSs"

Preambie

"HoldCo Employee Benefit Plans P Section 4.13(b)
"HoldCo Group" " Section 5.02(k)

"HoldCo Ordinary Shares" : Preamble
"HoldCo Share Schemes" Section 4.02(a)
"HoldCo Special Share" Schedule II
"HSR Act" ' . Section 3.04(b)
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"OFWAT"

"Options”

"orders"

"Ordinary Share Consideration”
"Ordinary Share Election"”

"Ordinary Share Election Form"
"Original Agreement"”

"Parmership”

"Parmership Agreement"”

"Partnership Loan Note"

"person™

"Plan”

"Policies”

"Power Act"

"Proxy Statement"

"qualified stock options"

"RCF"

"Registration Statement”

"Release”

"Representatives"

"Review Material”
-"Sales Price"

"Scheme of Arrangement”

"Scheme Consents"

"Scheme Date"

"Scheme Document"

"ScottishPower"

"ScottishPower ADRs"
"ScottishPower ADSs"
"ScottishPower Budget”
"ScottishPower Disclosure Documents”
"ScottishPower Disclosure Letter"
"ScottishPower Employee Benefit Plans”
"ScottishPower Financial Statements"”
"ScottishPower Joint Venture"
"ScottishPower Ordinary Shares”
"ScottishPower Permits”
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"SEC" |

"Secretary of State"
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"Share Transfer"
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"SOS"

"Subsidiary"

"Surviving Corporation”

"Surviving Corporation Commen Stock”
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"Trading Day"

"UK Code"
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This AMENDED AND RESTATED AGREEMENT AND PLAN OF MERGER.
dated as of December 6, 1998 and amended as of January 29, 1999 and February 9, 1999, and
amended and restated as of February 23, 1999 (this "Agresment"), is made and entered into by
and among NEW SCOTTISH POWER PLC,a pubiic limited company incorporated under the
laws of Scotland ("HoldCo™), SCOTTISE POWER PLC, a public limited company incorporated
under the laws of Scotland ("ScomishPower”), NA GENERAL PARTNERSHIP, a Nevada
generai parmership indirectly wholly owned by ScomishPower (the "Partnershin”), and
PACIFICORP, an Oregon corporation (the "Companv™), and, with respect to Section 2.01 hereof
only, Scottish Power NA 1 Limited, a limited liabiiity company incorporated under the laws of
Scotland ("UKSubl") and Scottish Power NA 2 Limited. a limited habxhty company
mcorporat"d under the laws of Scotland ("UKSub2 ub"")

WHER.EAS ScotushPower, the Partnership, UKSubl, UKSub2 and the Company
entered into an Agreement and Plan of Merger dated as of December 6, 1998 and amended as of
January 29, 1999 and February 9, 1999 (the "Original Agre=ment");

WHEREAS, HoldCo, ScottishPewer. the Partnership, UKSubl, UKSub2 and the
Company wish to amend and restate the Onomaz Agreement in its entirety, effective as of the
date set forth i n Sef'non 9.03(c);

WHEREAS, the Board of Directors of ScottishPower intends to recommend to its
shareholders a proposal to.introduce HoldCo as a new holding company for the ScottishPower
group pursuant to a scheme of arrangement sancticned by the Court of Session, Edinburgh (the
"Scheme of Arrangement"), substantially in the form of the draft Scheme of Arrangement
artached hereto as Exhibit A subject to such amendments as ScottishPower may reasonably desm
necessary or desirable; provided. that if such amendments would have a material adverse effect
on the benefits of the Merger for the holders of Company Common Stock, such ame'ldmen:s
may only be effected with the prior written consent of the Company;

WHEREAS, pursuant to the Scheme of Arrangement, (A) all ordinary shares-of
50 pence each of ScetushPower ("ScottishPower Ordinary Shares") will be cancelled and the
holders thereof will receive in piace of the ScotushPower Ordinary Shares then held by them an
identical number of ordinary shares of 50 pence each of HoldCo ("HoldCo Ordinarv Shares"),
and (B) all ScottishPower Ordinary Shares represented by American Depositary Shares of
ScotrishPower ("ScottishPower ADSs"), each representing four (4) ScottishPower Ordinary
Shares and evidenced by American Deposuarv Receipts ("ScottishPower ADRs"), will be
cancelled and the holders thereof will receive-in place of the ScottishPower ADSs then held by
them an identical number of American Depositary Shares of HoldCo ("HoldCo ADSs"), each

representing four (4) HoldCo Ordinary Shares and evidenced by American Deposuary Receipts
(“HoldCo ADRs"Y;

WHEREAS, after the Scheme Date (as defined in Section 2.01) and prior to the
Closing Date (as defined in Section 1. 02) ScottishPower shall transfer to HoldCo all of the
outstanding shares of UKSub 1 and UKSub 2 ("Share Transfer");

WHEREAS, the Boards of Directors of HoldCo, ScottishPower and the Cor'many
and the parmers of the Partnership, have each determined that it is advisable and in the best
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interests of their respective stockholders and parmers. zs the case may be, to consummate, and
have approved, the business combination ransacticn cr:"mcd for heretn in which Merger Sub
(as defined below) would mergs with and into the Comzany and the Company would become an
indirect, wholly-owned subsidiary of HoldCo (the "Mergar”) pursuant to the terms of this
Agreement, whereby each issued and outstanding share ¢ common stock of the Company (the
"Companyv Commen Stock™), cther than shares owned dirsctly or indirectly by HoldCo,
ScottishPower, the Parmership. Merger Sub or the Company, will be converted into the right to

receive either (1) HoldCo ADSs evidenced by HoldCo ADRs or (i) HoldCo Ordinary Shares (the
"Merger Ordmarv Shares")

WHE’{;A.S immediately prior to the Cicsing Date (as defined in Section 1.02),
an Oregen corporation wholly-owned by the Partnership ("Merger Sub™) will be formed for the
purpose of effectuating the Merger;

WHEREAS, the respective Boards of Dirzctors of HoldCo, ScottishPower and the
Company, and the parmers of the Parmership. have detzrmined that the Merger is in furtherance
of and consistent with their respective long-term pusiness strategies and is fair to and in the best
interests of their respective shareholders and stockhelczrs. each of HoldCo and ScottishPower
has approved this Agreement and the Merger, UKSub | and UKSub 2 in their capacity as general
partners of the Partnership and as parties to Section 2.01 ‘have approved this Agreement and the
Merger, and the Partnership has agreed that. immediatziv following the formation of Merger
Sub, it wiil approve this Agresment and the Merger as the sole stockholder of Merger Sub;

WHEREAS, for federal income tax purposes. it is intended that the Merger shall
qualify as a reorganization within the meaning of Secticn '368(a) of the Internal Revenue Code of
1986, as amended (the "Code™); and ‘

—

WHEREAS. HoldCo, ScottishPower, the Parmership and the Company desire to
make certain rcpresemazions. warranties and agresments in connection with the Merger and also
to prescribe various conditions to the Merger; ' '

NOW, THEREZORE, in consideration of the mutual covenants and agresments
set forth in this Agresment. and for other good and valuable consideration, the receipt and
sufficiency of which are hereby acknowiedged. the parties hereto agree as follows:

ARTICLEI
THE MERGER

1.01 The Merger. Upon the terms and subject to the conditions of this
Agreement, at the Effective Time (as defined in Section 1.03), Merger Sub shall be merged with
and into the Company in accordance with the Business Corporation Act of the State of Oregon
(the "BCA"). At the Effective Time, the separate existence of Merger Sub shall cease and the
Company shall continue as the surviving corporaticn in the Merger (the "Surviving
Corporation"). Merger Sub and the Company are somerimes referred to hersin as the
"Constituent Corporations”. As a result of the Merger, the outstanding shares of capital stock of
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the Consuruent Corporations shall be converted and canceiled in the manner provided in
Article II.

1.02  Closing. Unless this Agreem=nt shall have been terminated and
the ransactions herein contemplated shall have besn 2bandoned pursuant to Section 8.01. and
subject 1o the satisfaction or waiver (where applicabie) of the conditions set forth in Article VII.
the consummation of the Merger (the "Closing") will take place ar the offices of Milbank,
Tweed, Hadley & McCloy, | Chase Manhattan Plaza. New York, New York 10005, at 10:00
a.m., local ime, on the fifth business day following satisfaction or waiver (where applicable) of
the conditions set forth in Article VII. unless another date. time or piace is agreed to in writing.
by the parties hereto (the "Closing Date"). At the Closing there shall be deiivered to HoldCo,
ScottishPower, the Pé.rmgrship, Merger Sub and the Company the certficates and other
documents and instruments required to be delivered under Article VIL

1.03  Effective Time. At the Closing. the parties shall cause to be duly
prepared and executed by the Company as the Surviving Corporation and Merger Sub articles of
merger (the "Articles of Merger") for filing on, or as soon as practicable after, the Closing Date
with the Secretary-of State of the State of Oregon (the "S=cretarv of State"), as provided in
Section 60.494 of the BCA. The Merger shall become e:fective at the time of the filing of the
Articles of Merger with the Secretary of State (such date and time being referred to herein as the
"Effective Time").

1.04  Goveming Instrument. At the Effzctive Time, (i) the Articles of
Incorporation of the Company as in effect immediately prior to the Effective Time shall be the
Articles of Incorporation of the Surviving Corporation until thereafter amended as provided by
law and such Articles of Incorporation, and (ii) the Bylaws of the Company as in effect
immediately prior to the Effective Time shall be the Bylaws of the Surviving Corporation until
thereafter amended as provided by law, the Aricles of Incorporation of the Surviving -
Corporation and such Bylaws.

1.05 - Direcrors and Officers of the Surviving Corporation. The
individuals listed on Schedule  shail. from and arter the Effective Time, be the directors and
executive officers, respectively, of the Company as the Surviving Corporation until their
successors shall have been duly elected or appointed and qualified or until their earlier death,

resignation or removal in accordance with the Surviving Corporation's Articles of Incorporation
and Bylaws.

1.06  Effects of the Merger. Subject to the foregoing, the effects of the
Merger shall be as provided in the applicable provisions of the BCA.

1.07  Further Assurances. Each party hereto will, either prior to or after
the Effective Time, execute such further documents, instruments, deeds, bills of sale;
assignments and assurances and take such further actions as may reasonably be requested by one
or more of the other parties hereto to consummare the Merger, to vest the Surviving Corporation
with full title to all assets, properties, privileges, rights, approvals, immunities and franchises of
either of the Constituent Corporations or to effect the other purposes of this Agresment.
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ARTICLZ I
CONVERSION OF SHARES

2.01 - Conversion of Capital Stock. At the Effective Time, by virtue of

the Merger and, with rcspc'-t 1o clauses (2)-(c), (f) and (g) hereof. without any action on the part
of the holder thersof:

(a) Capital Stock of Merger Sub. Each issued and outstanding share of the
common stock of Merger Sub ("Merger Sub Common Stock") outstanding immediately prior to
the Effective Time shall be cancelled and the Surviving Corporation shall issue to the Parmership
at the Effective Time such number of shares of common stock as is eaual to the number of shares
of Merger Sub Common Stock, with the same rights-powers and privileges as the Merger Sub
Common Stock, and shall constitute the only outstanding shares of common stock of the
Surviving Corporanon ("Surviving Corporation Commoen Stocl».")

(b)  Cancellation of Treasurv Stock and Stock Owned bv HoldCo.
ScottishPower and Subsidiaries. All shares of Company Common Stock that are owned by the
Company as treasury stock and any shares of Company Common Stock owned by HoldCo,
ScottishPower, the Partnership, Merger Sub or any other wholly-owned Subsidiary (as defined in
Section 9.12) of HoldCo or ScouishPower, shall be canceled and retired and shall cease to exist
and no stock of HoldCo or cthcr consxderanon shall be delivered in exchange therefor.

() - Conversion of Companv Common Stock. (i) Each 1ssued and outstanding
share of Company Common Stock (other than shares t0 be cancelled in accordance with Section
2.01(b)), shall be converted into the right to receive (A) .58 HoldCo ADSs (the "ADS
Consxde'anon") or (B) if a properly complczcd Ordinary Share Election Form (as defined in

Section 2.02) shall have been submitted to the Exchange Agent (as defined in Section 2.02) on a
timely basis with respect to such share of Company Common Stock, 2.32 fully paid and
nonassessable Merger Ordinary Shares (the "Ordinarv Share Consideration”; the Ordinary Share
Consideration and the ADS Consideration are each someumes referred to herein as the "Merger
Consideration”). All shares of Company Common Stock 10 be converted into shares of HoldCo

ADSs or Merger Ordinary Shares pursu:mt to this Sectien 2.01(c) are hercmane* referred to as
"Converted Shares."

(i1) If, (A) prior to the time at which the Scheme of Arangement becomes
effective (the "Scheme Date"), ScouishPower shall pay a dividend in, subdivide, consolidate or,
except pursuant to the Scheme of Arrangement, issue by capitalization of its reserves, any
ScoutishPower Ordinary Shares or (B) following the Scheme Date and prior to the Effective
Time, HoldCo shall pay a dividend in, subdivide. consolidate or issue by capitalization of its
reserves, any HoldCo Ordinary Shares. as applicable. the Merger Consideration shall be
multiplied by a fraction, the numerator of which shall be the number of ScottishPower Ordinary
Shares or HoldCo Ordinary Shares, as applicable, outsta.ndmg immediately after, and the
denorminator of which shall be the number of such shares outstanding immediately before, the
occurrence of such event, and the resulting product shall from and after the date of such event be
the Mcrgcr Consideration subject to further adjustment in accordance with this sentence.
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(iii)  All shares of Company Comrmon Stock converted in accordance with
paragraph (i) of this Section 2.01(c) shall no longer be curstanding and shall, as part of the
consideration for the allomment and issue by HoldCo ref=rred to in Section 2.01(e) below,
automatically be canceled and retired and shall cease 1o =xist, and each holder of a certificare
representing any such shares shall cease to have any rights with respect thereto, except the right
to receive the Merger Consideration and any cash in lieu of fractional HoldCo ADSs or Merger
Ordinary Shares (determined in accordance with Secticn 2.03(e)), upon the surrender of such
certificate in accordance with Section 2.03. without interest.. o

(d)  UKSub 1 shall continue te be the owner of 2 90% general parmership
interest in the Parmership, and UKSub 2 shall continue tc be the owner of 2 10% general
parmership interest in the Parmership.

(e) As consideration for the acquisition by the Partnership of the Surviving
Corporation Common Stock in accordance with Section 2.01(a): (i) the Parmership agress to
issue a loan note to HoldCo in the form and in an amount to be mutually agreed upon by HoldCo
and the Partnership (the "Parmership Loan Note"), (ii) UKSub 1 agress to allot and issue to
HoldCo fully paid-ordinary shares of £1 each and (iii) UKSub 2 agrees 10 allot and issue to
HoldCo fuily paid ordinary shares of £1 each. In consideration of the other steps referred to in
this Section 2.01 (including, to the extent setout in column A of Exhibit B attached hereto, the
issue of the Parmership Loan Note by the Parmership), HoldCo shall allot and issue (i) the
number of HoldCo Ordinary Shares represented by HoldCo ADSs to be issued in the Merger to
HoldCo's United States Depositary (the "ADR Devositani™") on behalf of the holders of Company
Common Stock entitled thersto for the purposes of giving effect to the conversion and exchange
referred 1o in this Article II, and (ii) the number of Merger Ordinary Shares to be issued in the
Merger. In consideration of the other steps referred to in this Section 2.01 (including, to the
extent set out in column B of Exhibit B. the issues of ordinary shares by UKSub 1 and UKSub 2
referred to above), HoldCo shall allot and issue (i) the number of HoldCo Ordinary Shares
represented by HoldCo ADSs to be issued in the Merger to the ADR Depositary on behalf of the
holders of Company Common Stock entitled thereto for the purposes of giving effect to the

conversion and exchange referred to in this Article IL and (ii) the number of Merger Ordinary
Shares 1o be issued in the Merger. -

(f)  Subject to the terms and conditions of the Company's Stock Incentive Plan
(the "Company Option Plan") and the stock option agresments executed pursuant thereto, each
option to purchase Company Common Stock granted thereunder that is outstanding at the
Effective Time (2 "Company Option") shall be convertad into an option to acquire, on the same
terms and conditions as were applicable under the Company Option Plan at the Effective Time, a

number of (i) HoldCo ADSs equal to the ADS Consideration. or (ii) Merger Ordinary Shares

equal to the Ordinary Share Consideration. in each case multiplied by the number of shares of
Company Common Stock subject to such option immediately prior to the Effective Time, on the
basis described in Section 6.10. The Company as the Surviving Corporation and HoldCo shalil
take all action necessary to ensure that HoldCo has control of the operation of the Company
Option Plan and the Company Restricted Stock Plans. )
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(8 Subject 1o Section 5.01 (c)(iv)(C). the Company Preferred Stock (as
defined below) shall not be affeczed by the Merger and shail continue to have the same rights and
preferences as were in effect prior to consummation of the Merger.

2.02  Procedurs for Election. At such timc as shall be sufficient to
permit the holders of Company Common Stock to exercise their right to make an election
pursuant to this Section 2.02. HeldCo will make available to all holders of Company Common
Stock of record a letter of transmiral and election form and other appropriate materials
(collectively, the "Ordinarv Share Election Form") providing for such holder to elect to receive
the Ordinary Share Consideration with respect to ail or any portion of such holder's shares of
Company Common Stock ("Ordinarv Share Election™. As of the Election Date (as hersinafter
defined), any share of Company Common Stock with respect to which there shall not have beesn
effected such election by submission to the Exchange Agent (as defined in Section 2.03) of an

effective, properly comple ed Ordinary Share Election Ferm shall be converted in the Merger
into the right tor ceive the ADS Consideration.

(a) Any election to receive the Ordinary Share Consideration shall have been
validly made only if the Exchange Agent shall have recsived by 5:00 p.m.; New York City time,
on or prior to the Election Date. 2n Ordinary Share Election Form properly completed and
executed (with the signature cor signatures therecn guarantesd if required by the Ordinary Share
Election Form) by such holder of shares of Compam' C ommon Stock. As used herein, "Election

-Date" means a date announced by HoldCo, in a news release delivered to the Dow Jones News
Service, as the last day on which an Ordinary Share Election Form will be accepted; Erovxdcd
however. that such date shall be a business day no eariier than five (5) business days prior to the
date on which the Effective Time occurs and shall be at least five (5), and not more than 20, ‘
business davs following the date of such news reiease: provided further, that, subsequent to such
announcement, HoldCo shall have the right to change such Election Date to a later date so long
as such later date is (i) at least five (5) business days following the date of notice of such change
and (i) not later than the date cn which the Effective Time occurs. HoldCo shall have the right
to make reasonable determinaticns and to establish reasonable procedures (not inconsistent with
the terms of this Agreement) in guiding the Exchange Agant in its determination as to the
validity of Ordmarv Share E‘e...on Forms and of any revision, rcvocatxon or withdrawal thereof.

. (b) Two or more holders of shares of C ompany Commén Stock who are
determined to constructively own such shares owned by each other by virtue of Section 318(a) of
the Code and who so certify to HoldCo's reasonable satisfaction, and any single holder of shares
of Company Common Stock who holds such shares in two or more different names and who so
certifies to HoldCo's reasonable satisfaction. may submit 2 joint Ordinary Share Election Form
covering the aggregate shares of Company Common Stock owned by all such holders or by such
single holder. as the case may be. For all purposes of this Agreement, each such group of
holders which, and each such single holder who. submits a joint Ordinary Share Election Form
. shall be treated as a single holder of shares of Company Common Stock.

(c) Record holders of shares of Company Common Stock who are nominess
only may submit a separate Ordinary Share Election Form for each beneficial owner for whom
such record holder is a nomines; provided. however. that. at the request of HoldCo, such record
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holder shall certify 10 the reasonabie satsfaction of HoicCo thart such record holder holds such
shares as nomines for the beneticial owner thereof. For purposes of this Agresment, each

beneficial owner for which an Ordinary Share Election “orm is submitted will be reated as a

separate holder of shares of Comrany Common Stack sudject. however, to Section 2.02(b).

(d) Any hoider of shares of Company Commeon Stock may at any time prior to '
5:00 p.m. New York City time. cn the Election Date revoke such holder's election by written
notice 1o the Exchange Agent received at any time prior 0 5:00 p.m., New York City time, on
the Election Date.

2.03 Exchange of Centificates. (a) Exchange Agent. Promptly
following the Effective Time, (1) HoldCo shall issue to and deposit with the ADR Depositary, for
the benefit of the holders of shares of Company Commoa Stock converted into the ADS
Consideration in accordance with Section 2.01(c), HoldCo Ordinary Shares in an amount
sufficient to pc"mxt the ADR Degpesitary to issue HoldCo ADRSs representing the number of
HoldCo ADSs issuable pursuant to Section 2.01(¢c) and 111) HoldCo shall, for the benefit of the
holders of the shares of Company Common Stock convered into Merger Ordinary Shares in the
Merger, make avazlable to the Surviving Corporat'on fcr deposit with a bank or trust company
designated beforc the Closing Date by HoldCo and rez .sonﬁblv acceptable to the Company (the
"Exchange Agent"), (A) certificates representing the number of duly authorized whole Merger
Ordinary Shares issuable in accordance with Section 2.21(c). and (B) an amount of cash equal to
the aggregate amount payable in lieu of fractional HoldCo ADSs and Merger Ordinary Shares in
accordance with Section 2.03(e) (such cash. cerntificates rapresenting Merger Ordinary Shares
and HoldCo ADRs rcpr"scmmw HoldCo ADSs, tegether with any dividends or distributions with
respect thereto being hereinafier referred to as the "Exchange Fund"), to be held for the benefit of
and distributed to the holders of Converted Shares in accordance with this Section. The
Exchange Agent shall agree to hold such Merger Ordinary Shares and funds for delivery as
contempiated by this Section and upon such additional terms as may be agreed upon by the
Exchange Agent, the Company and HoldCo. HoldCo shall cause the ADR Depositary to issue
through and upon the instructions of the Exchange Agen:. for the benefit of the holders of shares
of the Company Common Stock converted into the ADS Consideration in accordance with
Section 2.01(c), HoldCo ADRs representing the numter of HoldCo ADSs issuable pursuant to
Section 2.01(¢). Neither HoldCo, ScottishPower, their raspective affiliates nor holders of
Converted Shares shall be responsible for any stamp duty reserve tax payable in connection with
the ADS Consideration. The Exchange Agent shall invest any cash included in the Exchange
Fund as directed by the Surviving Corporation on a daily basis. Any interest and other income
resulting from such investments shall promptlv be paid 1o the Surviving Corporation.

(b) Exchange Procedures. As soon as reasonably practicable after the
Effective Time, the Surviving Corporation shall cause th= Exchange Agent to mail to each holder
of record of a certificate or cemificates which immediataly prior to the Effective Time
represented cutstanding shares of Company Common Stock (the "Certificates”) whose shares are
converted pursuant to this Article II into the right to recsive HoldCo ADSs or Merger Ordinary
Shares (i) a letter of transmital (which shall specify that delivery shall be effected, and risk of
loss and title to the Certificartes shall pass, only upon delivery of the Certificates to the Exchange
Agentand shall be in such form and have such other provisions as the Surviving Corporation or
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HoldCo may reasonably specify) and (ii) instuctions for use in effecting the surrender of the
Certificates in exchange for cenificates representing HoldCo ADRs which represent HoldCo
ADSs. and Merger Ordinary Shares and cash in lieu of fractional HoldCo ADSs or Merger
Ordinary Shares. Upon surrender of a Centificate fer canceilation to the Exchange Agent,
together with such letter of wansminal duly executed and compieted in accordance with its terms,
the hoider of such Certificate shall be entitled to receive in exchange therefor (i) one or more
HoldCo ADRs representing, in the aggregate, that whole number of HoldCo ADSs and/or a
certficate or certificates representing that whole number of Merger Ordinary Shares elected to
be received in accordance with Section 2.02. (ii) the amount of dividends or other diszibutions,
if any, with a record date on or after the Effective Time which theretofore became payable with
respect to such HoldCo ADSs and Merger Ordinary Shares. and (iii) the cash amount payable in
lieu of fractional HoldCo ADSs and Merger Ordinary Shares in accordance with Section 2.03(e).
in each case which such holder has the right to recsive pursuant to the provisions of this Article
1L, and the Centificate so surrendered shall forthwith be canceled. In no event shall the holder of
any Certificate be entitled to receive interest on any funds to be received in the Merger. In the
event of a transfer of ownership of Company Common Stock which is not registered in the
transfer records of the Company. one or more HoldCo ADRSs representing, in the aggregate, that
whole number of HoldCo ADSs and/or a certificate or centificates representing that whole
number of Merger Ordinary Shares elected to be received in accordance with Section 2.02, plus
the cash amount payable in lieu of fractional HoldCo ADSs and Merger Ordinary Shares in
accordance with Section 2.03(e), may be issued 0 2 wransferes if the Certificate representing
such Company Common Stock is presented to the Exchange Agent accompanied by all
documents required to evidence and effect such transfer and by evidence that any applicable
stock transfer taxes have been paid. Until surrendered as contemplated by this Section 2.03(b),
each Cenificate shall be deemed at any time after the Effective Time for all corporate purposes
of HoldCo, except as limited by Section 2.03(c) below and subject to applicable law, to represent
ownership of the whole number of HoldCo ADSs and/or Merger Ordinary Shares into which the
number of shares of Company Common Stock shown therson have been converted as
contemplated by this Anticle II. Notwithstanding the foregoing, Certificates representing
Company Common Stock surrendered for exchange by any person constituting an "affiliate” of
the Company for purposes of Section 6.0+ shall not be exchanged until HoldCo has received an
Affiliate Agreement (as defined in Secuen 6.04) as provided in Section 6.04.

(c) Distributions with Respect to Unexchanged Shares. No dividends or other
distributions declared, made or paid after the Effective Time with respect to HoldCo Ordinary
' Shares with a record date on or after the Effective Time shall be paid to the holder of any
unsurrendered Certificate with respect to the HoldCo ADSs and Merger Ordinary Shares
represented thereby and no cash payment in lieu of fractional HoldCo ADSs and Merger
Ordinary Shares shall be paid to any such holder pursuant to Section 2.03(e) until the holder of
record of such Certificate shall surrender such Centificate in accordance with this Section.
Subject to the effect of applicable laws, following surrender of any such Certificate, there shall
be paid to the record holder of the certificates representing the HoldCo ADRs which represent
HoldCo ADSs and Merger Ordinary Shares issued in exchange therefor, without interest, (i) at
the time of such surrender, the amount of dividends or other distributions, if any, with 2 record
date on or after the Effective Time which theretofore became payable. but which were not paid
by reason of the immediately preceding sentence, with respect to such HoldCo ADSs and Merger
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Ordinary Shares and (ii) at the 2ppropriate payment date. the amount of dividends or other
distributions with a record date cn or after the Effective Time but prior to surrender and a

payment date subsequent to surrender payable with respect to such HoldCo ADSs and Merger
Ordinary Shares.

(d)  No Further Ownership Rights in Companv Common Stock. All HoldCo
ADSs and Merger Ordinary Shares issuec _zon the surrender for exchange of Cermificates in
accordance with the terms herzor (mclucnng any casii paid pursuant to Section 2.03(e)) shall be
deemed to have been issued at the Effective Time in full satisfaction of all rights pertaining to
the Converted Shares represented thereby, subject, however, to the Surviving Corporation's
obligation to pay any dividends which may have been declared by the Company on the shares of
Company Common Stock in accordance with the terms of this Agreement and which remained
unpaid at the Effective Time. From and after the Effective Time, the stock ransfer books of the
Company shall be closed and there shall be no further registration of transfers thereon of the
shares of Company Common Stock which were outstanding immediately prior to the Effective
Time. If, after the Effective Time, Certificates are presented to the Surviving Corporation for
any reason, they shall be canceied and exchanged as provided in this Section.

, (e No Fractional Shares. No certificate or scrip representing fractional
HoldCo ADSs or Merger Ordinary Shares will be issued in the Merger upon the surrender for
exchange of Certificates, and such fractional HoldCo ADS or Merger Ordinary Share interests
will not entitle the owner thereof to vote or to any rights of a holder of HoldCo ADSs or Merger
Ordinary Shares. In lieu of any such fractional HoldCo ADS or Merger Ordinary Share, each
holder of Certificates who would otherwise have been entitled to a fraction of HoldCo ADS or
Merger Ordinary Share in exchange for such Certificates pursuant to this Section shall receive
from the Exchange Agent, as applicable, (i) a cash payment in lieu of such fractional HoldCo
ADS determined by multiplying (A) the Sales Price (as defined below) of 2 HoldCo ADS on the
last Trading Day (as defined below) immediately preceding the Closing Date by (B) the
fractional HoldCo ADS interest to which such holder would otherwise be entitled. and/or (ii) a
cash payment in lieu of such fractional Merger Ordinary Share determined by multiplying
(A) the Sales Price of a HoldCo ADS Ordinary Share on the last Tradmo Day immediately
preceding the Closing Date by (B) the fractional Merger Ordinary Share interest to which such
holder would otherwise be entitled. The term "Sales Price” shall mean, on any Trading Day,
with respect to HoldCo ADSs, the closing sales price of HoldCo ADSs reported on the New
York Stock Exchange, Inc. ("NYSE") Composite Tape on such day and, with respect to Merger
Ordinary Shares, the closing middle market quotation of a2 HoldCo Ordinary Share as reported in
the Daily Official List of the London Stock Exchange ("LSE") for such date. The term "Trading
Day" shall mean any day on which securities are traded. with respect to HoldCo ADSs, on thc
NYSE and with respect to HoldCo Ordinary Shares. on'the LSE.

(£ Termination of Exchange Fund. Any portion of the Exchange Fund which
remains undistributed to the stockholders of the Company for one (1) year after the Effective
Time shall be delivered to HoldCo, upon demand, and any holders of Certificates who have not
theretofore complied with this Article II.shall thereafter look only to HoldCo'(subject to
abandoned property, escheat and other similar laws) as general creditors for payment of their
clmm for HoldCo ADSs, Merger Ordinary Shares, any cash in lieu of fractional HoldCo ADSs
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and Merger Ordinary Shares and any dividends or dismizutions with respect to HoldCo ADSs
and Merger Ordinary Shares. Neither HoldCo. ScomishPower nor the Surviving Corporation
shall be liable to any holder of any Certificate for HeldCo ADSs or Merger Ordinary Shares (or
dividends or distributions with respect to either), or cast payable in respect of fractionai HoldCo
ADSs or Merger Ordinary Shares, delivered to a public official pursuant to any applicable
abandoned property, escheat or similar law. N

(g)  Lost Certficates. If any Certificate shall have been lost, stolen or
destroyed, upon the making of an affidavit of that fact by the person claiming such Certificate to
be lost, stolen or destroyed and. if required by HoldCo. e posting by such person ofabondin
such reasonable amount as HoldCo may direct as indemnity against any claim that may be made
against it with respect to such Centificate, the Exchange Agent will deliver in exchange for such
lost, stolen or destroyed Certificate the applicable Merger Consideration with respect to the
shares of Company Common Stock formerly representad thereby, any cash in lieu of fractional
HoldCo ADSs or Merger Ordinary Shares. and unpaid cividends and distributions in respect of
or on HoldCo ADSs or Merger Ordinary Shares deliverable in respect thersof, pursuant to this
Agresment. '

2.04 Withholding Rights. Each of the Surviving Corporation and -
HoldCo shall be entitled to deduct and withhold from tha consideration otherwise payable
pursuant to this Agreement to any holder of shares of Company Common Stock such amounts as
it is required to deduct and withhold with respect to the making of such payment under the Code,
or any provision of state, local or foreign tax law. including the tax laws of the United Kingdom.
To the extent that amounts are so withheld by the Surviving Corporation or HoldCo, 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 of Company Common Stock in respect of which such

deduction and withholding was made by the Surviving Corporation or HoldCo, as the case may
be. ' )

: ARTICLE III :
 REPRESENTATIONS AND WARRANTIES OF THE COMPANY

The Company represents and warrants to HoldCo. ScottishPower, the Parmership
and Merger Sub, as of December 6, 1998 (except for the representations and warranties
contained in Sections 3.03 and 3.04. which are made as of the date hereof), as follows:

3.01 Oreganization and Qualification. (a) Each of the Company and its
Subsidiaries is duly organized. validly existing and in good standing (with respect to jurisdictions
which recognize the concept of good standing) under the laws of its jurisdiction of organization
and has full corporate or partnership, as the case may be. power and authority to conduct its
business as and to the extent now conducted and to own. use and lease its assets and properties,
‘except-for such failures to be so organized, existing and in good standing (with respect to
jurisdictions which recognize the concept of good standing) or to have such power and authority
which, individually or in the aggregate, are not having and would not reasonably be expected to
have a material adverse effect (as defined in Section 9.12) on the Company and its Subsidiaries
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taken as a whole. Each of the Company and its Subsiciaries is duly quaiified, licensed or
admitted to do business and is in good standing (with respect to jurisdictions which recognize the
concept of gooa standing) in each jurisdiction in whick the ownership, use or leasing of its assets
and properties, or the conduct or narure of its business. makes such qualification, licensing or
admission necessary, except for such failures to be so qualified, licensed or admined and in good
standing (with respect to jurisdictions that recognize the concept of good standing) which,
individually or in the aggregate, are not having and wouid not reasonably be expected to have a
material adverse effect on the Company and its Subsidiaries taken as a whole. Section 3.01 of
the letter dated December 6, 1998 and delivered to ScomishPower, the Parmership and Merger
Sub by the Company on such date (the "Companv Disclosure Letter") sets forth (i) the name and
jurisdiction of orgmzanon of each Subsidiary of the Company and (x) with respect to
Subsidiaries that are corporations, (a) such Subsidiary’s authorized capital stock. (b) the number
of issued and outstapdmz shares of such Subsidiary’'s capital stock and (c) the record owners of
such Subsidiary's shares and, (y) with respect to Subsidiaries that are parmershxps the names and
ownership interssts of the parmers thereof. The Ccmpany has previously delivered to
ScottishPower correct and compiete copies of the cexificate or articles of incorporation and
bylaws (or other comparabie charter documents) of the Company and its Subsidiaries.

(b) Section 3.01 of'the Company Disclosure Letter sets forth a description as
of December €, 1998, of all Company Joint Ventures. including (i) the name of each such entity
and the Company’s interest thersin, and (ii) a brief dzscription of the principal line or lines of
business conducted by each such entity. For purposes of this Agreement:

)] "Joint Venture" of a person or entity shall mean any corporation cr other
entity (including parmerships and other business associations) that is not a Subsidiary of
such person or entity, in which such person or one or more of its Subsidiaries owns
directly or indirectly an equity interest, other than equity interests which are less than 5%
of each class of the outstanding voting securities or equity interests of any such entity;

(i) "Companv Joint Venture"” shall mean any Joint Venture of the Company
or any of its Subsidiaries: and '

- (iif)  "Scouish Power Joint Venture" shall mean any Joint Venture of
ScotushPower, HoldCo or any of their respective Subsidiaries.

(c) Except for interests in the Subsidiarnies of the Company, the Company
Joint Venturss and as disclosed in the Company SEC Reports (as defined in Section 3.05) filed
prior to December 6, 1998 or Section 3.01 of the Company Disclosure Letter, the Company does
not directly or indirectly own any equity or similar interest in, or any interest convertible into or
exchangeable or exercisable for any equity or simiiar interest in, any material corporation,
partnership, limited liability company, joint venture or other business association or entity (other
than non-controlling investments in the ordinary ¢ course of business and corporate partnering,

development, cooperative marketing and similar undertakings and arrangements entered into in
the ordinary course of business).
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3.02 Capital Stock. (a) The autherized capitai stock of the Company
consisis of:

(i) 750 miilion shares of Company Common Stock, of which 297,335,056 shares
ere issued and outstanding as of November 30, 1998, and

(i) 126,533 shares of 5% preferred stock. of which 126,533 were issued and
outstanding as of November 30, 1998, 3.5 miilion shares of serial preferred stock, of
which 288,499 were issued and outstanding as of November 30, 1998 and of which 2,065
‘'shares were designated the 4.52% Series, 18.060 shares were designated the 7.00%
Series, 5,932 shares were designated the 6.00% Series. 42,000 were designated the 5.00%
Series, 65,960 were designated the 5.40% Series. 69,890 were designated the 4.72%
Series, and 84,592 were designated the 4.56% Series. respectively; and 16 million shares
of no par serial preferrad stock, of which 2.744,438 were issued and outstanding as of
November 30, 1998 and of which 381,220 shares were designated the $1.28 Series,
420,116 shares were designated the S1.18 Series. 193.102 shares were designated the
S1.16 Series, 1,000.000 shares were designzzed the $7.70 Sertes, and 750, OOO shares were
designated the $7.48 Series. respectively (coiiectively. thc "Comnanv Preferred Stock™).

As of November 30, 1998, 28,817.971 shares of Company Common Stock were
reserved or held for issuance under the PacifiCorp Stock Incentive Plan, the PacifiCorp Long
Term Incentive Plan, the PacifiCorp K-Plus Employee Savings and Stock Ownership Plan and
the PacifiCorp Dividend Reinvestment and Stock Purchase Plan. All of the issued and
outstanding shares of Company Common Stock ars. and all shares reserved for issuance will be,
upon issuance in accordance with the terms specified in the instruments or agresments pursuant
to which they are issuable, duly authorized. validly issued. fully paid and nonassessable. Except
pursuant to this Agresment and except as described in Section 3.02 of the Company Disclosure
Letter, as of December 6, 1998 there were no outstanding subscriptions, options, warrants, rights
(mciudmz stock appreciation rights), preemptive rights or other contracts, commitments,
understandings or arrangements, including any right of conversion or exchange under any
outstanding security, instrument or agreement (together. “Ootions"). obligating the Company or
any of its Subsidiaries to issue or sell any shares of capitai stock of the Company or to grant,
extend or enter into any Option with respect thereto.

(b)  Except as disclosed in the Company SEC Reports ﬁled pnor to December
6, 1998 or Section 3.02 of the Company Disclosure Letter, all of the outstanding shares of capital
stock of each Subsidiary of the Company are duly authorized, validly issued, fully paid and
nonassessable and are owned. beneficially and of record. by the Company or a Subsidiary wholly
owned. directly or indirectly, by the Company, fre= and clear of any liens. claims, mortgages,
encumbrances, pledges, security interests, equities and charges of any kind (each a "Lien"), other
than Liens or failures to so own which are immaterial. Each outstanding share of Company
Preferred Stock, other than shares of the $1.28 Series, S1.18 Series and S1.16 Series of no par
serial preferred stock, is entitled to one vote per share, voting together with the holders of
Company Common Stock as a single class, on all maners generally submitted to the stockholders
of the Company for a vote. Except as disclosed in the Company SEC Reports filed prior to
December 6, 1998 or Section 3.02 of the Company Disclosure Letter, there are no (1) outstanding
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Options obligating the Company or any of its Subsidiaries to issue or seil any shares of capiral
stock of any Subsidiary of the Company or to grant. extend or enter into any such Option or (i)
voting trusts. proxies or other commimments. understandings, restrictions or arrangements in
favor of any person other than the Company or a Subsidiary wholly owned, directly or indirec:ly,
by the Company with respect to the voting of or the right to participate in dividends or other
earnings on any capital stock of any Subsidiary of the Company.

(¢)  None of the Subsidiaries of the Company or the Company Joint Ventures
is a "public utility companv,” a "holding companv." a "subsidiary companyv" or an "affiliate” of
any public utility company within the meaning of Section 2(a)(5), 2(a¥(7), 2(a}(8) or 2(a)(11) of
the Public Utility Holding Company Act of 1835, as amended (the "1935 Act"), respectively

(d)  Except as disciosed in the Company SEC Reports filed prior to December
6, 1998 or Section 3.02 of the Company Disclosure Letter, there are no outstanding contractual
obligations of the Company or any Subsidiary of the Company to repurchase, radeem or
otherwise acgquire any shares of Company Common Stock or any material capital stock of any
Subsidiary of the Company or to provide any material amount of funds to, or make any materiai
investment (in the form of a loan. capital contribution or otherwise) in, any Sub51dxary of the
Company or any othc' person.

3.03 Authoritv Relative to this Agreement. The Company has full

corporate power and authority: to enter into this Agresment, and. subject to obtaining the

Company Stockholders' Approval (as defined in Section 6.03 (b)), to perform its obligations

_ hereunder and to consummate the transactions contemplated hereby. The execution, delivery

“and performance of this Agreement by the Company and the consummation by the Company of
the transactions contemplated hereby have been duly and validly approved by the Board of
Directors of the Company, the Board of Directors of the Company has recommended approval of
this Agreement by the stockholders of the Company and directed that this Agreement be
submitted to the stockholders of the Company for their consideration, and no other corporate
proceedings on the part of the Company or its stockholders are necessary to authorize the
execution. delivery and performance of this Agresment by the Company and the consummation
by the Company of the transactions contempiated hereby. other than obtaining the Company
Stockholders' Approval. This Agreement has been duly and validly executed and delivered by
the Company and constitutes a legal, valid and binding obligation of the Company enforceable
against the Company in accordance with its terms. except as enforceability may be limited by
bankruptcy, insolvency, reorganization, moratorium or other similar laws affecting the
enforcement of creditors' rights generally and by general equitable principles (regardless of
whether such enforceability is considered in a proccedmg In equity or at law). .

3.04 Non-Contravention: Approvals and Consems (a) The execution
and df*hvery of this Agreement by the Company do not. and the performance by the Company of
its obligations hereunder and the consummation of the transactions contemplated hereby will not,
conflict with, result in a violation or breach} of, constinute (with or without notice or lapse of time
or both) a default under, result in or give to any person any right of payment or reimbursement,
termination, cancellation, modification or acceleration of, or result in the creation or imposition
of any Lien upon any of the assets or properties of the Company or any of its Subsidiaries or any
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of the Company Joint Ventures under, any of the terms. conditons or provisions of (i) the
certificates or articles of incorporation or bylaws (or ot==r comparable charter documents) of the
Company or any of its Subsidiaries, or (ii) subject t0 the obtaining of the Company Stockholders’
Approval and the taking of the actions described in Section 3.04(b), (x) any statute, law, rule,
regulation or ordinance (togezh:r. "laws"), or any judgrment. decree, order, writ, permit or license
(together, "orders"), of any court, tribunal, arbitrater, autheriry, agency, commission, official or
other instrumcqtahty of the Lmtcd States, any foreign ccuntry or any domestic or foreign state,
county, city or other political subdivision (a "Governm=ntal or Regulatorv Authoritv") applicabie
to the Company or any of its Subsidiaries or any of the Company Joint Ventures or any of their
respective assets or properties. or (y) any note, bond. mortgage, security agreement, indenture,
license, franchise, permit, conceassion, contract, lease or other instrument, obligation or
agreement of any kind (together, "Contracts™) to which the Company or any of its Subsidiaries or
any of the Company Joint Ventures is a party or by which the Company or any of its Subsidiaries
or any of the Company Joint Ventures or any of their respective assets or properties is bound,
excluding from the foregoing clauses (x) and (y) coniiicts. violations, breaches, defaults, rights
of payment and reimbursement. terminations. modificztions. accelerations and creations and
impositions of Liens which. individually or in the 2ggr=gate. would not reasonably be expected

“to have a material adverse effzct on the Company and its Subsidiaries taken as a whole or on the
ability of the Company to consummate the tr. ansactions contemplated by this Agre: ment.

) Except (i) for the filing of a premerger notification report by the Company
under the Hart-Scott-Rodino Antitrust Improvements Act of 1976, as amended, and the rules and
regulations thereunder (the "HSR Act"), (ii) for the filing of the Proxy Statement (as defined in
Section 3.09) and the Registration Statement (as defined in Section 4.09) with the Securities and
- Exchange Commission (the "SEC") pursuant to the Securities Exchange Act of 1934, as
amended, and the rules and regulations thereunder (the "Exchange Act"), and the Securities Act
of 1933;las amended, and the rules and regulations thersunder (the "Securities Act"), the
declaration of the effectiveness of the Registration Statement by the SEC and filings with various
state securities authorities that are required in connection with the transactions contemplated by
this Agreement, (iii) for the filing of an application undar Section 203 and any directly retated
Section of, or regulation under. the Power Act (as defined in Section 3.05(b)) for the sale or ,
disposition of jurisdictional facilities of the Company: (iv) for the filing of the Articles of ‘V[erge*
and other appropriate merger documents required by the BCA with the Secr etary of State and
appropriate documents with the relevant authorities of other states in which the Constituent
Corporations are qualified to do business; and (v) as disclosed in Section 3.04 of the Company
Disclosure Letter, no consent. zpproval or action of, filing with or notice to any Governmental or
Regulatory Autherity or other public or private third party is necessary or required under any of
the terms, conditions or provisions of any law or order of any Governmental or Regulatory
Authority or any Contract to which the Company or any of its Subsidiaries or any of the
Company Joint Ventures is a party or by which the Company or any of its Subsidiaries or any of
the Company Joint Ventures or any of their respective assets or properties is bound for the
execution and delivery of this Agreement by the Company, the performance by the Company of
its obligations hereunder or the consummation of the Tansactions contemplated hereby, other
than such consents, approvals, actions, filings and notices which the failure to make or obtain, as
the case may be, individually or in the aggregate. would not reasonably be expected to have a
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material adverse effect on the Company and its Subsidiaries taken as a whole or on the ability of
the Company to consummate the ransactions contempiated by this Agresment.

3.05 SEC Revorts. Financial Statements and Utility Revons. (a) The
Company has delivered to ScotishPower a rue and compieze copy of each form, report,
schedule, registration statement, registration exemption. if applicable, definitive proxy statement
and other document (together. wuh all amendments ther=of and supplements thereto) filed by the
Company or any of its Subsidiaries with the SEC since December 31, 1995 (as such documents
have sincs the time of their filing been amended or suppiemented, the "Companv SEC Reports™),
which are all the documents (other than preliminary materiais) that the Company and its
Subsidiaries were required to file with the SEC since such date. As of their respective dates, the
Company SEC Reports (i) complied as to form in all material respects with the requirements of
the Sc"unncs Act or the Exchange Act, if apuhcaolc. as the case may be, and (ii) did not contain
any unmue statement of a material fact or omit to state a nar"xal fact required to be stated
therein or necessary in order to make the statements therein. in light of the circumstances under
which they were made, not misleading. The audited consohdatcd financial statemerits and
unaudited i interim consolidat ed financial statements (inciuding, in each case, the notes, if any,
thereto) included it the Company SEC Reports (the "Company Financial Statements”") complied
as to form in all material respects with the published ruies and regulations of the SEC with
respect thereto, were prepared in accordance with U.S. zcncrallv acc:ptcd accounting principles
applied on a consistent basis during the periods involved (except as may be indicated therein or
in the notes thereto and except with respect to unaudited statements as pcrmtted by Form 10-Q
of the SEC) and faxriy prcscnt (subje"t, in the case of the unaudited interim financial statements,
to normal, recurting year-end audit adjustments (which are not expected to be, individually or in
the aggregate, materially adverse to the Company and its Subsidiaries taken as a whole)) the
consolidated financial position of the Company and its consolidated subsidiaries as at the
respecnve dates thereof and the consolidated results of their operations and cash flows for the
fespective periods then ended. Except as set forth in Section 3.05 of the Company Disclosure
Letter, each Subsidiary of the Company is treated as a consolidated subsidiary of the Company in
the- Companv Financial Statements for all periods coverad thereby.

(b) All material filings required 10 be made by the Company or any of its
Subsidiaries since December 31, 1995; under the Federai Power Act (the "Power Act") and
applicable state laws and regulations, have been filed with the Federal Energy Regulatory
Commission (the "FERC™). the Department of Energy (the "DOE") or any appropniate state
public utilities commission (including, without limitation. the state utility regulatory agencies of
California, Idaho, Montana. Oregon, Utah, Washington and Wyoming), as the case may be,
including all material written forms, statements, reponts. agreements and all material documents,
exhibits, amendments and supplements appertaining thersto, including but not limited to all
material rates, tariffs, franchises. service agreements and related documents, complied. as of their

respective dates, in all material respects with all acolxcamc requirements of the appropriate
stamte and the rules and regulations thereunder.

: 3.06 Absence of Certain Changes or Events. Except as disclosed in the
Company SEC Reports filed prior to December 6. 1998 or Section 3.06 of the Company
Disclosprc Letter, (a) berween December 31, 1997 and Dacember 6, 1998, there has not been any
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change, event or development having, or that would re2sonably be expected to have, individually
or in the aggregate. a material adverse effect on the Company and its Subsidiaries taken as a
whole (other than those changes, events or developments occurring as a result of general
economic or financial conditions or which are not unique to the Company and its Subsidiaries
‘butalso affect other entities who participate or are engaged in the lines of business in which the
Company and its Subsidiaries arz engaged), and (b) benwveen December 31, 1997 and December
6, 1998 (i) the Company, its Subsidiaries and the Company Joint Ventures have conducted their
respective businesses only in the ordinary course substantially consistent with past practice and
(ii) neither the Company nor any of its Subsidiaries nor any of the Company Joint Ventures has
(x) acquired or agreed to acquire (by merging or consoiidating with, or by purchasing a
substantial equiry interest in or a substantial portion of the assets of, or by any other manner) any
business or any corporation, parmership, association or other business orgamza'xon or division
thereof for a purchase price (including the amount of any indebtedness assumed in connection
therewith) of $25 million or more in any one transaction or (y) sold, leased or otherwise disposed
of any of its assets or properties (or agreed to do so) other than dispositions in the ordinary
course of bt.smess consistent with past practice or having a net book value of $25 miilion or less
in any one t"a.nsacuon

3.07 Absence of Undisclosed Liabiiities. Except for matters reflected or
reserved against in the balance sheet for the period ended December 31, 1997 included in the
Company Financial Statements or as disclosed in the Company SEC Reports filed prior to
December 6, 1998 or in Section 3.07 of the Company Disclosure Letter, neither the Company
nor any of its Subsidiaries had at such date, or has incurred since such date, any liabilities or
obligations (whether absolute. accrued, contingent; fixed or otherwise, or whether due or to
become due) of any nature that would be required by U.S. generally accepted accounting
principles to be reflected on a consolidated balance sheet of the Company and its consolidated
subsidiaries (including the notes thereto), except liabilities or obligations (i) which were incurred
in the ordinary course of business consistent with past practice or (ii) which are not having, and
would not reasonably be expected to have, individually or in the aggregate, a natenal adverse
effect on the Corr'nanv and its Subsidiaries taken as a whole.

3.08 Légal Procesdings. Except as disclosed in the Company SEC
Reports filed prior to December 6, 1998 or in Section 3.08 of the Company Disclosure Letter and
except for environmental matters which are governed by Section 3.15. (i) there are no actions,
suits, arbitrations or proceedings pending or, to the knowledge of the Company, threatened
against. nor 1o the knowledge of the Company are there any Governmental or Regulatory
Authority investigations or audits pending or threatened against, the Company or any of its
Subsidiaries or any of the Company Joint Ventures or any of their respective assets and
properties which, individually or in the aggregate. would rezsonably be expected to have a
material adverse effect on the Company and its Subsidiaries taken as a whole or on the ability of
the Company to consummate the transactions contemplated by this Agreement, and (ii) neither
the Company nor any of its Subsidiaries is subject to any order of any Governmental or
Regulatory Authority which, individually or in the aggregate, is having or would reasonably be
expected to have 2 material adverse effect on the Company and its Subsidiaries taken as a whole

or on the ability of the Company to consummate the transactions coqtcmmated by this
Agre.mcm




3.09 Information Suopiied. (a) The proxy statement relating to the
Company Stockholders' Mesting (as defined in Section 6.03(b)), as amended or suppiemented
from time to time (as so amended and suppiemented. the "Proxv Statement"), and any other
documents to be filed by the Company with the SEC (including, without limitation, under the
1935 Act) in connection with the Merger and the other wansactions contemplated hereby will (in
the case of the Proxy Statement and any such other documents filed with the SEC under the
Exchange Act or the Securities Act), comply as to form in ail material respects with the
requirements of the Exchange Act and the Securities Act. respectively, and will not, on the date
of its filing or, in the case of the Proxy Statement. at the date it is mailed to stockholders of the
Company and at the time of the Company Stockholders' Meeting, contain any untrue statement
ofa matc'xal fact or omxt to state any material fact required to be stated therein or necessary in
order to make the statements thersin, in hvht of the circumstances under which thcy are made,
not misleading, except that no representation is made by the Company with respect
informarion supplied in writing by or on behalf of HoldCo. ScottishPower, the Parmcrshxp or
Merger Sub expressly for inclusion therein and information mcorpora'ed by reference therein

from docnmc ‘ts filed by HoldCo, ScottishPower or any of their respective Subsidiaries with the
SEC.

) The informaticn supplied or to be supplied by the Company for inclusion
in any ﬁhng by HoldCo or ScottishPower with the LSE in respect of the Merger (including,
without limitation, the Class 1 circular to be issued to sharsholders of ScottishPower (the
"Circular"), and the listing particulars under Part [V of the Financial Services Act 1986 of the
United Kingdom (the "FSA") relating to HoldCo Ordinary Shares (the "Listing Particulars™) and
the Scheme Document (together with any amendments or supplements thereto, the
"ScomuishPower Disclosure Documents") will, at all relevant times, include all information
relating to the Company, and information which is within the knowledge of each of the directors
of the Company (or which it would be reasonable for them to obtain by making inquiries),
which, in each case. is required to enable the SconishPower Disclosure Documents and the
parties hereto to comply in all material respects with all United Kingdom statutory and other
legal and regulatery provisions (including, without limitation. the Companies Act (as defined in
Section 4.02(a), the FSA and the rules and regulations made thereunder. and the rules and
requirements of the LSE) and all such information contained in such documents will be

substannally in accordance with the facts and will not omit anything mate"xal likely to affect the
xmport of such information.

(¢}  Notwithstanding the foregoing provisions of this Section 3.09. no
representation or warranty is made by the Company with respect to statements made or
incorporated by reference in the Registration Statement. the Proxy Statement or the
ScottishPower Disclosure Documents based on information supplied by HoldCo, ScottishPower
or the Partnership expressly for inclusion or mcorporanon by reference therein or based on

information which is not incorporated by reference in such documents but should have been
dlsclosed pursuant to Section 4.09.

3.10  Permits: Compliance with Laws and Orders. The Company, its
Subsidiaries and the Company Joint Ventures hold all permits, licenses, franchises, variances,
exemptions, orders and approvals of all Governmental and Regulatory Authorities (other than
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environmental permits which are governed by Section 3..5) necessary for the lawful conduct of
their respective businesses (the "Company Permits"). exc=pt for failures to hold such Company
Permits which, individuaily orin the aggregate. are not =zving and would not reasonably be
expected to have a material adverse effect on the Compazny and its Subsidiaries taken as a whole.
The Company, its Subsidiaries and the Company Joint Ventures are in compiiance with the terms
of the Company Permits, except failures so to comply wiich, individually or in the aggregate, are
not having and would not reasonably be expected to have 2 material adverse effect on the
Company and its Subsidiaries taken as a whole. Except 2s disclosed in the Company SEC
Reports filed prior to December 6, 1998 or Section 3.10 of the Company Disclosure Letter, the
Company, its Subsidiaries and the Company Joint Ventures are notin violation of or default
under any law or order of any Governmental or Regulatory Authority, except for such violations
or defaults which, individually or in the aggregate. are not having and would not reasonably be
expected to have a material adverse effect on the Company and its Subsidiaries taken as a whole.

3.11 Compiiance with Agresments. Except as disclosed in the
Company SEC Reports filed prnior to December 6. 1998 or Section 3.11 of the Company
'Disclosure Letter, neither the Company nor any of its Subsidiaries nor any of the Company Joint
Ventures nor, to the knowledge of the Company. any other party thereto is in breach or violation
of, or in default in the performance or observance of any term or provision of. and no event has
occurred which, with notice or iapse of time or both. would reasonably be expected to resultin a
defauit under, (i) the cenificates or articles of incorporation or bylaws (or other comparable 4
charter documents) of the Company or any of its'Subsidiaries or (ii) any Contract to which the
Company or any of its Subsidiaries or any of the Company Joint Ventures is a party or by which
the Company or anty of its Subsidiaries, or any of the Company Joint Ventures or any of their
respective assets Or properties is bound, except in the case of clause (ii) for breaches, violations
and defaults which, individually or in the aggregate. are ot having and would not reasonably be
expected to have a material adverse effect on the Company ‘and its Subsidiaries taken as a whole.

3.12 Taxes. Except as disclosed in the Company SEC Reports filed
prior to December 6, 1998 or Section 3.12 of the Company Disclosure Letter:

~ (a) - Each of the Company and its Subsidiaries has filed all material tax returns
and reports required to be filed by it, or requests for extensions to file such returns or reports
have been timely filed or granted and have not expired. and all tax returns and reports are
complete and accurate in all respects, except to the extent that such failures to either file, to have
extensions granted that remain in effect or to file retums complete and accurate in all respects, as
applicable, would not reasonably be expected to have. individually or in the aggregate, a material
adverse effect on the Company and its Subsidiaries taken as a whole. The Company and each of
its Subsidiaries has paid (or the Company has paid on its behalf) all taxes shown as due on such
tax returns and reports. The most recent financial statements contained in the Company SEC
Reports reflect an adeguate rassrve for all taxes payable by the Company and its Subsidiaries for
all taxable periods and portions thereof accrued through the date of such financial statements,
and no.deficiencies for any taxes have been proposed. asserted or assessed against the Company
or any of its Subsidiaries that are not adequately reserved for, except for inadequately reserved
taxes and inadequately reserved deficiencies that would not reasonably be expected to,
individually or in the aggregate. have a material adverse effect on the Company and its
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Subsidiaries taken as a whole. No requests for waivers oI the time (0 assess any taxes against the
Company or any of its Subsidiaries have besn granted or ars pending, except for requests with
respect to such taxes that have been adequately reserved for in the most recent financial
statements contained in the Company SEC Reports. cr, 0 the extent not adequately reserved, the
assessment of which would not reasonably be expected to have. individually or in the aggregate,
a material adverse effect on the Company and its Subsidiaries taken as a whole.

~ (b)  Neither the Company nor any of its Subsidiaries has taken any action or
has any knowledge of any fact or circumstance that is rezsonably likely to prevent the Merger
from qualifving as a tax-free recrganization within the m=aning of Code Section 368(a).

(¢)  Neither the Company nor any of its Subsidiaries has filed a consent under
Code Section 341(f) concerning collapsible corporations. neither the Company nor any of its
Subsidiaries has made any payments, is obligated to make any payment, or is a party to any
agreement that under certain circumstanices could obligate it to make any payments that will not
be deductible under Code Section 280G.

(d) Each of the Company and 1ts Subsidiaries has disclosed on its federal
income tax rerurns all positions taken therein that could give rise to a substantial understatement
of United States federal income tax within the meaning of Code Section 6662.

(¢) - Neither the Company nor any of its Subsidiaries is a party to any tax
allocation or sharing agreement. Neither the Company nor any of its Subsidiaries (i) has been a
member of an affiliated group filing a consolidated federal income tax retum (other than a group
the common parent of which was the Company) or (i) has any material liability for the taxes of
any person (other than any of the Company and its Subsidiaries) under United States Treasury
Regulation Section 1.1502-6 (or any similar provision or state, local, or foreign law), as a
transfere= or successor, by contract, or otherwise. ' '

() 'Asused in this Section 5.12 and in Section 4.12, "taxes" shall include all
federal. state, local and foreign income. franchise. gross receipts, property, sales. use. excise,
alternative-minimum. estimated and other taxes and dutias of any jurisdiction, including
obligations for withholding taxes from payments due or made to any other person and any
interest, penalties or additions to tax. '

i

3.13  Emplovee Benefit Plans: ERISA. (a) Except as disclosed in the
Company SEC Reports filed prior to December 6. 1998 or Section 3.13 of the Company
Disclosure Letter or as would not reasonably be expected to have a material adverse effect on the
Company and its Subsidiares taken as a whole, (i) all Company Employee Benefit Plans (as
defined below) are in compliance. with all applicable requirements of law, including without
limitation ERISA (as defined below) and the Code. and ( i1) neither the Company nor any ofits
Subsidiaries has any liabilities or obligations with respect to any such Company Employee
Benefit Plans, whether accrued, contingent or otherwise, nor to the knowledge of the Company
are any such liabilities or obligations expected to be incurred. Except as specifically set forth in
Section 3.13 of the Company Disciosure Letter, the execution of, and performance of the ,
transactions contemplated in, this Agreement will not (either alone or upon the occurrence of any
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additionai or subsequent events) constitute an event under any Company Empioyee Benefit Plan
that will or would reasonably be expected to result in any payment (Whether of severance pay or
otherwise}, accelerarion, forgiveness of indebtedness. vesting, distribution, increase in benefits or
obligation to fund benefits with respect to any empioyee. The only severance agresments or
severance policies applicabie to the Company or any of its Subsidiaries are the agrsements and
policies specifically referred 10 in Section 3.13 of the Company Disclosure Leter.

(b) As used hersin:

() "Companv Empioves Benedi: Plan" means any Plan (other than any
"multiempioyer plan,” as that term is defined in Secton 4001 of ERISA) entered into,
established, maintained, sponsored, conrributed to or required to be contributed to by the
Company or any of its Subsidiaries for the benefit of the current or former employess or
directors of the Company or any of its Subsidiaries and existing on December 6, 1998 or at any
time subsequent thereto and on or prior to the Effective Time and, in the case of a Plan which is
subject to Part 3 of Title I of the Employes Retirerment Income Security Act of 1974, as
amended. and the rules and regulations thereunder ("ERISA™), Section 412 of the Code or Title
IV of ERISA. at any time during the five-year pericd immediately preceding December 6, 1998;
and ‘

(i)  "Plan" means any employment. bonus. incentive compensation, deferrs
compensatior;, long term incentive, pension. pro fit sharing, retirement, stock purchase, stock
option. stock ownership, stock appreciation rights. phantom stock, leave of absence, layoff,
vacation, day or dependent care, legal services, cafeteria. life. health, medical, accident,

disability, severance, separation, termination, change of control or other benefit plan, agreement,
practice. policy, program, scheme or arrangement. whether written or oral, and whether
applicable to only one individual or 2 group of individuals. including, but not limited to any
"emploves= benefit plan" within the meaning of Section 3(3) of ERISA. ;

(iii) "ERISA Affiliate” means any person. who on or before the Effecuve
Time. is under common control with the Company within the meaning of Section 414 of the
Code. ~ ‘ |

(c) Complete and correct copies of the following documents have been made
available to ScottishPower, as of December 6, 1998: (i) all material Company Employee Benefit
Plans and any related trust agreements or related insurance contracts and pro forma option
agresments, (ii) the'most current summary plan descriptions of each Company Employee Benefit
Plan subject to the requirement to give a summary plan description under ERISA, (iii) the most
recent Form 3500 and Schedules thereto for each Company Employee Benefit Plan subject to
such reporting, (iv) the most recent determination of the Internal Revenue Service with respect to
the qualified status of each Company Employee Benefit Plan that is intended to qualify under
Section 401(a) of the Code, (v) the most recent accountings with respect to each Company
Employee Benefit Plan funded through 2 trust, (vi) the most recent actuarial report of the
qualified actuary of each Company Employee Bensfit Plan with respect to which actuarial
valuations are conducted. | ‘

NY1:#3203227v8

e

2




. (d)  Exceptasdisciosed in the Company SEC Reports filed prior to December
6, 1998 or Section 3.13 of the Company Disclosure Lezez. neither the Company nor any
Subsidiary maintains or is obligated to provide benenits under any life, medical or health Plan
(other than as an incidental benezit under 2 Plan quaiified under Section 401(a) of the Code)
which provides benefits to retiress or other terminated employees other than benefit A
continuations rights under the Consolidated Omnibus Budget Reconciliation Act of 1985, as

amended.

(e)  Exceptasset forth in Section 3.13 of the Company Disclosure Letter, each
Company Empioyes Benefit Plan covers only employe2s who are employed by the Company or
a Subsidiary (or former employess or beneficiaries with respect 10 service with the Company or a
Subsidiary), so that the transactions contemplated by this Agreement will require no spin-off of
assets and liabilities or other division or transfer of rights with respect to any such plan.

® Except as disclosed in the Company SEC Reports filed prior to December
6, 1998 or Section 3.13 of the Company Disclosure Lerer. neither the Company, any Subsidiary,
any ERISA Affiliate nor any other corporation or organization controlled by or under common
control with any of the foregoing within the meaning of Section 4001 of ERISA has at any time
during the five (5) year period preceding December 6. 1998 contributed to any "multiempioyer
plan”, as that term is defined in Section 4001 of ERISA. With respect to each "multiemployer
plan”, as defined above, in which the Company. any Subsidiary or any ERISA Affiliate
- participates or has participated. (i) neither the Company'. any Subsidiary nor any ERISA Affiliate
has incurred, any material withdrawal liability, (ii) neither the Company, any Subsidiary nor any
ERISA Affiliate has received any notice that (A) any such pian is being recrganized in 2 manner
that will result, or would reasonably be expected to result. in material liability, (B) increased
contributions of a material amount may be required to avoid a reduction in plan benefits or the
imposition of an excise tax, or (C) any such plan is, or would reasonably be expected to become,
insolvent, and (iii) to the knowledge of the Company, there are no PBGC (as defined below)
procesdings against any such plan.

(g) - Exceptasdisclosed in the Company SEC Reports filed prior to December
6, 1998 or Section 3.13 of the Company Disclosure Leter. no event has occurred, and thers
exists no condition or set of circumstances in connection with any Company Employee Benefit
Plan, under which the Company or any Subsidiary, directly or indirectly (through any
indemnification agreement or otherwise), could reasonably be expected to be subject to any risk
of material liability under Section 409 of ERISA. Section 502(i) of ERISA, Title IV of ERISA or

Section 4975 of the Code.

(h)  No transaction contemplated by this Agreement will result in liability to
the Pension Benefit Guaranty Corporation ("PBGC™) under Section 302(c)(1 1), 4062, 4063,
4064 or 4069 of ERISA, or othenwise, with respect to the Company, any Subsidiary, HoldCo,
ScottishPower or any corporation or organization contrelled by or under commoen control with
any of the foregoing within the meaning of Section 4001 of ERISA, and, to the knowledge of the
Company, no event or condition exists or has existed which would reasonably be expected to
result m any material liability to the PBGC with respect to HoldCo, ScottishPower, the
Company, any Subsidiary or any such corporation or organization. Except as set forth in Section

NY1:#3203227v8




3.13 of the Company Disclosure Schedule. no "reportabie event" within the meaning of Section
4043 of ERISA has occurred with respect 10 any Company Employee Benefit Plan thatisa
defined benefit plan under Section 3(35) of ERISA other than "reportable events” as to which the
requirement of notice to the PBGC within thirty days has besn waived.

1) Except as set forth in Section 3.13 of the Company Disclosure Schedule,
no employer securities, employer real property or other smployer property is included in the
assets of any Company Employes Benefit Plan. ' ) ‘

6)) No stock appreciation rights are outstanding under the Company Stock
Incentive Plan or any other pian or arrangement maintained by the Company or any affiliate of
the Company.

3.14 Labor Matters. (a) Exceptas set forth in Section 3.14 of the
Company Disclosure Letter, neither the Company nor any of its Subsidiaries 1s a party to any
collective bargaining agreement cr other labor agresment with any union or labor organization.
Except as disclosed in the Company SEC Reports filed prior to December 6, 1998 or in Section
3.14 of the Company Disclosure Letter, there are no disputes pending or, 1o the knowledge of the
Company, threatened between the Company or any of i1s Subsidiaries or any of the Company
Joint Ventures and any trade union or other representatives of its employess, except as would
not, individually or in the aggregate, reasonably be expected to have a2 material adverse effecton
the Company and its Subsidianies taken as a whole. and. 1o the knowledge of the Company,
except as set forth in Section 3.14 of the Company Disciosure Letter, there are no material
organizational efforts presently being made involving any of the now unorganized employees of
the Company or any of its Subsidiaries or any of the Company Joint Ventures. Since December
31, 1995, there has been no work stoppage, ot strike by employess of the Company or any of its
Subsidiaries or any of the Company Joint Ventures except as would not, individually or in the

aggregate, reasonably be expected to have a material adverse effect on the Company and its
Subsidiaries taken as a whole.

(b) - To the knowiedge of the Company. neither the Company nor any of its
Subsidiaries nor any of the Company Joint Ventures is in material violation of any labor laws in
any country (or political subdivision thereof) in which they transact business except for such
violations as would not, individually or in the aggregate. reasonably be expected to have 2
material adverse effect on the Company and its Subsidiaries taken as a whole.

3.15 Environmental Matters. Except as disclosed in the Company SEC
Reports filed prior to December 6, 1998 or in Section 3.13 of the Company Disclosure Letter and
except as would not, individually or in the aggregate. easonably be expected to have a material
adverse effect on the Company and its Subsidiaries taken as 2 whole:

(@) (1) Each of the Company, its Subsidiaries and the Company Joint

Ventures is in compliance with all applicabie Environmental Laws (as hereinafter
" defined); and

(ii)  Neither the Company nor any of its Subsidiaries nor any of the Company

Joint Ventures has received any written comrnunication from any person or

NY1:#3203227v8

T




Governmental or Reguiatory Authoriry that aileges that the Company or any of its
Subsidiaries or any of the Company Joint Venmses is not in such compliancs with
appiicable Environmentai Laws.

_ (b).  Each of the Company, its Subsidiz-ies and the Company Joint Ventures
has obtzined all environmental. heaith and safety permits and governmental authorizations
(collectively, the "Environmental Permits") necessary for the construction of its facilities and the
conduct of its operations, as appiicable, and all such Environmental Permits are in good standing
or, where applicable, a renewal application has been timeiy filed and is pending agency approval

and the Company, its Subsidiaries and the Company Joint Ventures are in compliance with all
terms and conditions of the Environmental Permits.

(c) There is no Environmental Claim (as herzinafter defined) pending

@ against the Company or any of its Subsidiaries or any of the Company
Joint Venrures; .

(i1) to the knowiedge of the Companyy. 2gainst any person or entity whose
liability for any such Environmental Claim the Company or any of its Subsidiaries or any of the

Company Joint Ventures has or may have retained or assumed either contractually or by
cperation of law; or

(iii)  against any real or personal properTy or operations which the Company or
any of its Subsidiaries or any of the Company Joint Ventures owns, leases or manages, in whole
or in part.

(d) To the knowledge of the Company. thers have not been any Releases (as
hereinafter defined) of any Hazardous Material (as he einafter defined) that would be reasonably
likely 1o form the basis of any material Environmental Claim against the Company or any of its
Subsidiaries or any of the Company Joint Ventures. ot against any person or entity whose
liability for any Environmental Claim the Company or 2nv of its Subsidiaries or any of the

Company Joint Ventures has or may have been retzined or assumed either contractually or by
operation of law.- '

(e) To the knowledge of the Company. with respect to any predecessor of the
Company or any of its Subsidiaries, there is no Environmental Claim pending or threatened in
writing, and there has been no Release of Hazardous Materials that would be reasonably likely to
form the basis of any Environmental Claim. '

H There are no material facts specific to the Company that have not been
disclosed to ScottishPower which the Company reasonably believes are likely to form the basis
of a Environmental Claim against the Company or any of its Subsidiaries or any of the Company
Joint Vienmres arising from (x) current environmental remediation or mining reclamation costs of
the Company, its Subsidiaries and the Company Joint Ventures or such remediation or

sts known to be required in the future. or (y) any other environmental matter
affecting the Company or its Subsidiaries or any of the Company Joint Ventures.
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(8 As used in this Section 3.15:

(i)  "Envircnmental Claims" means any and all adminiswative, regulatory or
judicial actions, suits, demands. demand lexters, directives, claims, liens, investigations,
proceedings or wrirten notices of noncompliance. liability or violation by any person or entity
(including any Governmental or Regulatory Authority) alleging potential liability (including,
without limitation, potential responsibility or liability for enforcement, investigatory costs,
cleanup costs, governmental response costs, removal costs, remedial costs, natural resources
damages, property damages, personal injuries or penalties) arising out of, based on or resulting

from

(A)  the presence, or Release or threatenad Release into-the environment, of
any Hazardous Materials at any location. whether or not owned, operated,
leased or managed by the Company or any of its Subsidiaries or any of the
Company Joint Ventures; or

(B)  circumstances forming the basis of any violation, or alleged violation, of
any Environmental Law; or

(C)  any and all claims by any third party sesking damages, contribution,
indemnification, cost recovery. compensation or injunctive relief resulting
from the presence or Release of any Hazardous Materals;

(i1) *Environmental Laws" means all Federal, state and local laws, rules and
regulations relating to pollution, the environment (inciuding, without limitation, ambient air,
surface water, groundwater, land surface or subsurface strata) or protection of human health as it
relates to the environment including, without limitation. laws and regulations relating to Releases
or thréatened Releases of Hazardous Materials, or otherwise relating to.the manufacturs,

processing, distribution, use, treatment, storage, disposal. transport or handling of Hazardous
Materials; b

“(iii)  "Hazardous Materials” means () any petroleum or petroleum products,
radioactive materials, asbestos in any form that is or could become friable, urea formaldehyde
foam insulation. and transformers or other-equipment that contain dielectric fluid containing
polychlorinated biphenyls; and (b) any chernicals. materials or substances which are now defined
as or included in the definition of "hazardous substances". "hazardous wastes", "hazardous
materials”, "extremelv hazardous wastes". "restricted hazardous wastes". "toxic substances”,
"toxic pollutants”. or words of similar import, under any Environmental Law; and (c) any other
chemical, material, substance or waste, exposure to which is now prohibited, limited or regulated
- under any Environmental Law in a jurisdiction in which the Company or any of its Subsidiaries
or any of the Company Joint Ventures operates or any jurisdiction which has received such
chemical, material. substance or waste from the Company or its Subsidiaries; and

(iv) "Release" means any release, spill, emission, leaking, injection, deposit,
disposal, discharge, dispersal, leaching or migration into the atmosphere, soil, surface water,
groundwater or property.




3.16 Intellectuai Property Rights. The Company and its Subsidiaries

have all right, title and interest in. or a valid and binding license to use, ail Intellectual Property
(as defined below) individually or in the aggregate material to the conduct of the businesses of
the Company and its Subsidiaries taken as a whole. Neither the Company nor any Subsidiary of
the Company is in defauit (or with the giving of notice or lapse of time or both, would be in
defauit) under any license to use such Intellectual Property and, to the knowledge of the .
Company, such Intellectual Property is not being infringed by any third party, and neither the
Company nor any Subsidiary of the Company is infringing any Intellectual Property of-any third
party, except for such defaults and infringements which. individually or in the aggregate, are not
having and would not reasonably be expected to have 2 material adverse effect on the Company

and its Subsidiaries taken as a whole. For purposes of this Agreement, "Intellectual Property"
means patents and patent rights, rademarks and trademark rights, trade names and trade name
rights, service marks and service mark rights, service names and service name rights, copyrights
and copyright rights and other proprietary intetlectual property rights and all pending
applications for and registrations of any of the foregoing.

3.17 Resgulation as a Utilitv. (a) The Company is not regulated as a
public utlity by any state other than the States of California. Idaho, Montana. Oregon, Utah,
Washington and Wyoming. Section 3.17 of the Company Disclosure Letter lists each Subsidiary
of the Company which is a public utility or is otherwise engaged in the regulated supply
(including generation, transmission or distribution) of electricity, natural gas and/or
telecommunications. Except as set forth in Section 3.17 of the Company Disclosure Letter,
neither the Company nor any "subsidiary company” ot “affiliate" of the Company is subject to
regulation as a public utility or public service company (or similar designation) by any state in
the United States or any foreign country. The Company is nota public utility holding company
under the 1935 Act.

(b) As used in this Section 3.17, the terms "subsidiarv companv" and
"affiliate" shall have the respective meanings ascribed to them in the 1935 Act.

‘ 3.18 Insurancs. Except as set forin in Section 3.18 of the Company

" Disclosure Letter, each of the Company and its Subsidiaries is. and has besn continuously since
* January 1, 1994, insured with financially responsible insurers in such amounts and against such
risks and losses as are customary in all material respects for companies conducting the business
conducted by the Company and its Subsidiaries during such time period. Except as set forth in
Section 3.18 of the Company Disclosure Letter, neither the Company nor any of its Subsidiaries
has received any notice of cancellation or termination with respect to any material insurance
policy of the Company or any of its Subsidiartes. The material insurance policies of the
Company and each of its Subsidiaries are valid and enforceable policies.

3.19 Vote Reauired. Assuming the accuracy of the representation and
warranty contained in Section 4.19, the affirmauve vote of the holders of record of at least (i) a
majority of voting power of the outstanding shares of Company Common Stock and Company
Preferred Stock voting together and (ii) 2 majority of the voting power of the Company Preferred
Stock voting separately from the Company Common Stock as a single class with respect to the
approval of this Agreement are the only votes of the holders of any class or series of the capital




stock of the Company or its Subsidiaries required to apcrove this Agreement and approve the
Merger and the other transactions contemplated hersoy.

3.20 [Intenuonally Omirted}
321 Ownersnip of HoldCo of ScomisnPower Stock. Neither the

Company nor any of its Subsidiaries benericially owns any ScomishPower Ordinary Shares,
ScottishPower ADSs, HoldCo Ordinary Shares or HoldCo ADSs. )

3.22  Article VTl of the Company's Articies of Incorporation and
Sections 60.825-60.845 of the BCA Not Appiicable. Tne Company has taken all
necessary actions so that neither the provisions of Articie VII of the Company's Articles of
Incorporation nor the provisions of Sections 60.825-60.545 of the BCA (i.e., affiliated _
transactions and fair price provisions) will, befors the termination of this Agreement, apply to
this Agreement or the Merger or the other transactions contemplated hereby.

3.23  Certain Contracts. Except as set forth in Section 3.23 of the
Company Disclosure Letter, neither the Company nor aay of its Subsidiaries or Joint Ventures is
a party to, or bound by, any Contract containing any provision or covenant prohibiting or
materially limiting the ability of the Company or any Company Subsidiary to engage ir. any
business activity or compete with any person.

324 Year 2000. The Company and its Subsidiaries have put into effect
practices and programs which the Company reasonably believes will enable all matenal
software, hardware and equipment (including microprocessors) that is owned or utilized by the
Company or any of its Subsidiaries in the operations of its or their respective business to be
capable, by December 31, 1999, of accounting-for all caiculations using a century and date
sensitive algorithm for the year 2000 and the fact that the vear 2000 is a leap year and to

otherwise continue to function without any material interruption caused by the occurrence of the
year 2000. - :

3.25 Joint Venwre Reoresentations. Za2ch representation or warranty
made by the Company in this Article III relating to 2 Company Joint Venture that is neither

operated nor managed by the Company or a Subsidiary of the Company shall be desmed to be
made only to the Company's knowledge.

N ~ . ARTICLEIV
REPRESENTATIONS AND WARRANTIES OF HOLDCO, SCOTTISHPOWER AND THE
PARTNERSHIP

ScottishPower and HoldCo (each on behalf of itself and on behalf of Merger Sub)
and the Partmership represent and warrant to the Company as follows (which representations and
warranties (i) in respect of SconishPower and its Subsidiaries are made as of December 6, 1998
(except for the representations and warranties contained in Sections 4.03 and 4.04, which are
made as of the date hereof), (ii) in respect of HoldCo and its Subsidiaries are made as of the date
of this:Agreement and (iii) of ScottishPower and HoldCo on behalf of Merger Sub shall cnly be
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true and correct as of the Closing Dats), it being agresd thar HoldCo and ScottishPower shail not
be in breach or deemed to be in breach of any represeniation or warranty contained in this Article
IV by virtue of the fact thar any Scheme Consent (as defined in Section 9.13(k)) has not besn

-

obtained by the date of this Agresmen:

4.01  Organization and Qualification. (a) Each of HoldCo,
ScottishPower and their respective Subsidiaries (other than the Parmership) is a corporation duly
incorporated, validly existing and in good standing (with respect to jurisdictions which recognize
the concept of good standing) under the laws of its jurisdiction of incorporation and has full
corporate power and authority to conduct its business as and to the extent now conductad and to
own, use and lease its assets and properties, except for such failures to be so incorporated,
existing and in good standing (with respect to jurisdictions which recognize the concept of good
standing) or to have such power and authority which. individually or in the aggregate, are not
having and would not reasonably be expected to have a material adverse effect on HoldCo,
ScottishPower and their respective Subsidiaries taken as a whole. The Partnership is a general
parmership validly existing under the laws of the State of Nevada. Each of the Parmership and
Merger Sub was formed solely for the purpose of engaging in the transactions contemplated by
this Agreement (other than. with respect to the Parzership. in connection with the investment of
the initial partnership capital pursuant 1o or in accordance with the Parmership Agreement, dated
December 3, 1998, by -and between UKSub 1 and UXS ub 2 (the "Parmershin Agresment")), has
engaged in no other business activities and has conducted its operations only as contemplated
hereby (or, with respect to the Partmership, as contemplated by the Partnership Agresment).
HoldCo was formed solely for the Purpose contempiated by the Scheme of Arrangement and this
Agreement and has conductad its operations only as contemplated by the Scheme of
Arrangement and this Agreement. Except as disclosed in Section 4.01 of the ScottishPower
Disclosure Letter (as defined below), each of UKSub 1 and UKSub 2 was formed solely for the
purpose of engaging in the transactions contempiated by this Agreement, has engaged in no other
business activities and has conducted its operations only as contermnplated hereby. Each of
ScottishPower, HoldCo and their respective Subsidiaries is duly qualified, licensed or admitted
to do business and is in good standing (with respect to junsdictions which recognize the concept
of good standing) in each jurisdiction in which the ownership. use or leasing of its assets and
properties, or the conduct or nature of its business. makes such qualification, licensing,
admission or good standing necessary, except for such failures to be so qualified, licensed or
admitted and in good standing (with respect 1o jurisdictions which recognize the concept of good
standing) which, individually or in the aggregate. are not having and would not reasonably be
expected to have a material adverse effect on HoldC 0. ScottishPower and their respective
Subsidiaries taken as a whole. Section 4.01 of the letter dated December 6, 1998 and delivered
by ScouishPower and Merger Sub to the Company on such date (the "ScottishPower Disclosure
Letter") sets forth (i) the name and jurisdiction of incorporation of each Subsidiary of
ScottishPower, (ii) its authorized capital stock. (iii) the number of issued and outstanding shares
of its capital stock and (iv) the record owners of such shares. ScottishPower has previously
delivered to the Company correct and complete copies of the memorandum and articles of
association and bylaws (or other comparable charter documents) of ScottishPower and each of its
Subsidiaries, and the Parmership Agresment. As of the Scheme Date, the articles of association
and bylaws (or other comparable charter documents) of HoldCo shall substantially reflect the
prigciﬁles set out in Schedule II, subject to amendments required to comply with applicable law
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or the ruies of the LSE and subject to such other amendments as ScottishPower may reasonably
deem necessary or desirable. provided. that to the extent such other amendments desmed
necessary or desirable by ScotusnPower would materiaily adversely affect the benefits of the

Merger for the holders of Company Common Stock. SconishPower shall have received the prior
written consent of the Company. '

()  Section 4.01 of the ScottishPower Disclosure Letter sets forth a
description as of December 6, 1998, of all ScouishPower Joint Ventures, including (i) the name
of each such party and ScottishPower's interest therein. and (ii) 2 brief description of the
principal line or lines of business conducted by each such entity.

()  Except for interests in the Subsidiaries of ScottishPower and HoldCo and
as disciosed in Section 4.01 of the ScomishPower Disclosure Letter, neither HoldCo nor
ScottishPower directly or indirectly owns any equity or similar interest in, or any interest
convertible into or exchangeable or ex rcisable for any equity or similar interest in, (i) any
material corporation, parmership, joint venture or other business association or entity (other than
non-controlling investments in the ordinary course of business and corporate parmering,
development, cooperative marketing and simiiar undertakings and arrangements entered into in
the ordinary course of business) or (ii) any other business association or entity the effect of
which is having or could reasonably be expected to have 2 material adverse effect on HoldCo,
ScottishPower and their respective Subsidiaries taken as a whole.

4.02 Capital Stock. (a) The authorized share capital of ScottishPower
consists solely of (i) 1,700,000,000 ScouishPower Ordinary Shares, of which 1,198,629,102
shares were issued as of November 30, 1998, and (ii) one Special Rights Non-Vating
Redesmable Preference Share of £1 (the "Special Share”) which was issued as of such'date. The
authorized share capital of HoldCo consists solely of (i) 50,000 HoldCo ordinary shares of £1
each (to be subdivided into HoldCo Ordinary Shares of 50p each prior to the Scheme Date), of
which 2 were issued as of the date of this Agreement. and (ii) 49,998 non-voting redeemable
ordinary shares of £1 each. all of which were issued as of the date of this Agresment, are held by
ScottishPower and shall be redesmed by HoldCo prior to the Effective Time. Since November
30, 1998, except as disclosed in the ScottishPower SEC Reports filed prior to December 6, 1998,
Section 4.02 of the ScottishPower Disclosure Letter or pursuant to the Scheme of Arrangement,
there has been no change in the number of issued ScottishPower Ordinary Shares other than the
issuance of ScottishPower Ordinary Shares pursuant to options or rights outstanding as of such
date to subscribe or purchase ScottishPower Ordinary Shares, which options or rights are
described in Section 4.02 of the ScottishPower Disclosure Letter. All of the issued
ScottishPower Ordinary Shares and HoldCo Ordinary Shares are, and all Merger Ordinary
Shares and all HoldCo Ordinary Shares to be issued to the ADR Depositary pursuant to Section
2.01 will be, upon issuance, duly authorized, validly issued and fully paid and voting, and no
class of shares is entitled to preemptive rights, except as provided in Section 89 of the
Companies Act of 1985 of the United Kingdom (the "Companies Act"). Except pursuant to this
Agresment, the ScottishPower employes share schemes listed in Section 4.02 of the
ScottishPower Disclosure Letter (the "ScottishPower Share Schemes"), the HoldCo employes
share schemes established in connection with the Scheme of Arrangement to replace the
ScottishPower Share Schemes and which are in all material respects similar to the ScottishPower




Share Schemes (the "HoldCo Share Schemes"), and excspras disclosed in the ScottishPower
SEC Repors filed prior to Decembper 6, 1998 or Section 4.02 of the ScottishPower Disclosure
Letter. as of December 6, 1998 there were no outstanding Options obligating HoldCo,
ScomtishPower or any of their respective Subsidiaries to issue or sell any capital or other shares of
ScottishPower or HoldCo or to grant, extend or enter into any Option with respect thereto.

(b)  Exceptas disclosed in the SconishPower SEC Repors filed prior to
December 6, 1998 or Section 4.02 of the ScomishPower Disclosure Letter, all of the outstanding
shares of each Subsidiary of HoldCo and ScottishPower are duly authorized, validly issued, fully
paid and nonassessable and are owned, beneficially and of record, by HoldCo or ScottishPower
or a Subsidiary wholly owned. directly or indirectly. by HoldCo or ScottishPower, free and clear
of any Liens. Immediately following the Scheme Date. all of the outstanding shares of
ScottishPower will be duly authorized, validly issued. fully paid and nonassessable and owned,
beneficially and of record, by HoldCo or its nominess. Except as disclosed in the ScottishPower
SEC Repens filed prior to December 6, 1998 or Section 4.02 of the ScottishPower Disclosure
Letter, and except for the Share Transfer. there are no (1) outstanding Options obligating HoldCo,
ScottishPower or any of their respective Subsidiaries to issue or sell any shares of any Subsidiary
of HoldCo or ScottishPower or to grant. extend or enter into any such Option or (ii) voting trusts,
proxies or other commitments. understandings, restrictions or arrangements in favor of any
person other than HoldCo or ScottishPower or a Subsidiary wholly owned, directly or indirectly,
by HoldCo or ScoutishPower with respect to the voting of or the right to participate in dividends
or other earnings in'fespect of any shares of any Subsidiary of HoldCo or ScottishPower.

(c) Other than (i) as disclosed in the ScottishPower SEC Reports filed prior to

December 6, 1998 or Section 4.02 of the ScottishPower Disclosure Letter, (i) the right of
‘Holdco to redeem the 49,998 non-voting redesmable shares held by ScottishPower and referred
to in Section 4.02(2), (iii) the right of the holder of the ScottishPower Special Share to require
ScottishPower to redeem the ScottishPower Special Share pursuant to the Articles of Association
of ScouishPower or, following the Scheme Date. the right of the holder of the HoldCo Special

' Share (as defined in Schedule II) to require HoldCo to redesm the HoldCo Special Share
pursuant to the Aricles of Association of HoldCo. and (1v) pursuant'to the Scheme of
Arrangement or pursuant to a proposed amendment to ScottishPower's Articles of Association
which will provide for shares in ScottishPower to be issued to an optionholder under the
ScottishPower Share Schemes to be transferred to HoldCo in consideration for HoldCo issuing to
the optionholder the same number of HoldCo Ordinary Shares as the number of ScottishPower
shares so issued under the ScottishPower Schemes. thers are no outstanding contractual .
obligations of HoldCo or ScottishPower or any Subsidiary of HoldCo or ScottishPower to
repurchase, redeem or otherwise acquire any HoldCo Ordinary Shares or ScottishPower
Ordinary Shares or any shares of any Subsidiary of HoldCo or ScottishPower or to provide funds
to, or make any investment (in the form of a loan, capital contribution or otherwise) in, any
Subsidiary of HoldCo or ScouishPower or any other person. ’

(@ As of December 6, 1998, no bonds, debentures, notes or other
indebtedness of HoldCo or ScottishPower having the right to vote on any matters on which
shareholders may vote are issued or outstanding.

29
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4.03 - Authoritv Relative to this Agree==nt. Each of HoldCo,
ScottishPower, the Parmership and Merger Sub (and. with respect to Section 2.01 only, UKSub 1
and UKSub 2) has full power and authority to enter in:2 this Agreement. and, subject (in the case
of this Agreement) to obtaining the ScotishPower Starsholders' Approval (as defined in Section
6.03(a)) and the Scheme Consents, to perform its obiigations hersunder, and to consummate the
transactions contempiated hersby. The execution. delivery and performancs of this Agreement
by each of HoldCo, ScottishPower, the Parmersnip anc Merger Sub (and, with respect to.Section
2.01 only, UKSub 1 and UKSub 2) and the consummat rion by each of HoldCo, ScottishPower,
the Pannc'smp and Merger Sub (and, with respect to Section 2.01 only, UKSub 1 and UKSub 2)
of the transactions contempiated hereby have been duiy and validly approved by the Board of
Directors of HoldCo, ScottishiPower and Merger Sub (and, with respect to Section 2.01 only,
UKSub 1 and UKSub 2) and the general parmers of the Parmership, and by the Parmership in its
capacity assole stockholder of Merger Sub. The Beard of Directors of ScottishPower has passed
a resolution declaring the advisability of the Merger 2nd resolving that the Merger be submitted
for consideration by the shareholders of ScomishPower. The Board of Directors of HoldCo has
passed a resolution approving the Merger. No other corporate procesdings on the part of
HoldCo, ScottishPower or Merger Sub or their sharehciders. or the Parmership or its general
partners are necessary (o authorize the execution. deiivery and performance of this Agreement by
HoldCo, ScottishPower, thc-Parmcrshxp or Merger Sub (and, with respect to Section 2.01 only,
UKSub 1 and UKSub 2) and the consummmation by HoldCo, ScottishPower, the Parmership and
Merger Sub (and, with respect to Section 2.01 oniy, UKSub 1 and UKSub 2) of the transactions
contemplated hereby, other than obtaining the ScottishPower Shareholders' Approval 2 and the
Scheme Consents. and to the Scheme of Arrangement becoming effective. This Agreement has
been duly and validly execured and delivered by eack of HoldCo, ScottishPower, the Partnership
and Merger Sub (and, with respect to Section 2.01 oniy. UKSub 1 and UKSub 2) and constitutes
a legal, valid and binding obligation of each of HoldCo. ScouishPower, the Parmership and
Merger Sub (and, with respect to Section 2.01 only, UKSub 1 and UKSub 2) enforceable against
each of HoldCo, ScottishPower, the Parmership and Merger Sub (and. with respect to Section
2.01 only, UKSub 1 and UKSub 2) in accordance with its terms, except as enforceability may be
limited by bankruptcy, insolvency, reorganization. meratorium or other similar laws affecting the
enforcement of creditors’ rights generally and by gensrai squitable principles (regardless of
whether such enforceability is considered.in a procescing in equity or at law).

4.04 Non-Contravertion: Approvals and Consents. (a) Subject to the
requirement to obtain the Scheme Consents, the execution and delivery of this Agreement by
each of HoldCo, ScottishPower, the Partnership and Merger Sub (and, with respect to Section
2.01 only, UKSub 1 and UKSub 2) do not, and the performance by each of HoldCo,
ScottishPower, the Partnersiiip and Merger Sub (and. with respect to Section 2.01 only, UKSub |
and UKSub 2) of its obligatons hereunder and the consummation of the transactions
contcmpiated hereby will not, conflict with, result in 2 violation or breach of, constitute (with or
without notice or lapse of time or both) a default under. result in or give to any person any right
of payment or reimbursement, termination, cancellation. modification or acceleration of, or result
in the creation or imposition of any Lien upon any of the assets or propertes of HoldCo,
ScottishPower or any of their respective Subsidiaries or any of the ScottishPower Joint Ventures
under, any of the terms, conditions or provisions of (i) the memorandum or articles of association
or bylaws (or other comparable charter documents) of HoldCo, ScottishPower or any of their
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respective Subsidiaries or any of the ScottishPower Joint Venrures, (ii) the Parmership
Agreement. or (iii) subject to the obtaining of the ScomishPower Shareholders' Approval and the
taking of the actions described in paragraph (b) of this Section.(x) any laws or orders of any
Governmental or Regulatory Authority applicable to HoldCo. ScottishPower or any of their
respective Subsidiaries or any of the ScomtishPower Joint Venrures or any of their respective
assets or properties, or (y) any Contracts to which HoldCo. SconishPower or any of their
respective Subsidiaries or any of the ScomshPower joint Venrures is a party or by which
HoldCo, ScottishiPower or any of their respective Subsidiaries or any of the ScottishPower Joint
Ventures or any of their respective assets or properties is bound. excluding from the forcgomz
clauses (x) and (y) conflicts, violations, breaches, defaults. rights of payment or reimbursement,
terminations, modifications, accelerations and crearions and impositions of Liens which,
individually or in the aggregate. would not reasonably be expected to have a material adverse
effect on HoldCo, ScottishPower and their respective Subsidiaries-taken as a whole or on the

ability of HoldCo, ScottishPower, the Partnership-and Merger Sub to consummate the
transactions contc'nplared by this Agreement.

(b) Excepr (1) for the filing of 2 pramerger notification report by
ScottishPower under the HSR Act, (ii) for the filing of the Registration Statement with the SEC
pursuant to the Securities Act, the declaration of the sffec iveness of the Registration Statement
by the SEC and filings with various state securities authorities that are required in connection
with the transactions contempiated by this Agreement. (iii) for the filing of the Articles of
Merger and other appropriate merger documents recuired by the BCA with the Secretary of State
and appropriate documents with the relevant authorities of other states in which the Constituent
Corporations are qualified to do business, (iv) for the filings with, notices to, and approvals of,
the LSE and NYSE, (v) the filing of a notice pursuant to Section 721 of the Defense Production
Act of 1950, or any successor thereto ("Exon-Florio™), (vi) the approval of the FERC pursuant to
the Power Act, (vii) the approval of any jurisdictional state regulating agencies, (viii) the giving
of indications by the OFT, SOS, OFFER and OFWAT as described in Sections 7.01(k) and o,
(ix) as disclosed in Section 4.04 of the ScottishPower Disclosure Letter and (x) for the Scheme
Consents, no consent, approvai or action of. filing with or notice to any Governmental or
Regulatory Authority or other ounlxc or private thir¢ party is necessary or required under any of
the terms, conditions or provisions of any law or order cf any Governmental or Regulatory
Authority or any Contract to which HoldCo, ScottishPower or any of their respective
Subsidiaries or any of the ScottishPower Joint Ventures is a party or by which HoldCo,
ScottishPower or any of their respective Subsidiaries or any of the ScottishPower Joint Ventures
or any of their respective assets or properties is bound for the execution and delivery of this
Agreement by each of HoldCo. ScottishPower, the Partnership and Merger Sub, the performance
by each of HoldCo, ScottishPower, the Partnership and Merger Sub of its obligations hereunder
or the consummation of the transactions conte"xpl ated hereby other than such consents,
approvals actions, filings and notices which the failure 1o make or obtain, as the case may be,
individually or in the aggregate, would not reasonably be expected to have a material adverse
effect on HoldCo, Scoms‘lPower and their respective Subsidiaries taken as a whole or on the

ability- ofHoldCo, ScottishPower, the Partnership and Merger Sub to consummate the
u'ansactlons contemplated by this Agresment.
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4.05 SEC Revons and Financial Statements. (a) ScottishPower has
deliverad to the Company a tue and compiete copy of eacn form, report, schedule, revxstr:mon
statemen:. definitive proxy statement and other document (together with all amendments thereo
and suppiements thereto) filed by HoldCo, ScomsnPower or any of their respective SubSIdxanes
with the SEC since December 31, 1995 (as such documents have since the time of their filing
been amended or supplemented, the "SconishPower SEC Revons"), which are all the documents
(other than preliminary materials) that HoldCo, SconishPower and their respective Subsidiaries
were required to file with the SEC since such date. As of their respective dates, the
ScottishPower SEC Reports (i) complied as to form in ail material respects with the requirements
of the Securities Act or the Exchange Act, as the case may be. and (ii) did not contain any untrue
statemnent of a material fact or omit to state a material fact rcqmred to be stated therein or
necessary in order to make the statements therein. in light of the circumstances under which they
were made. not misleading. The audited consolidated financial statements and unaudited interim
consolidated financial statements (including, in each case. the notes, if any, thereto) included in
the SconistiPower SEC Reports (the "ScottishPower Financial Statements") complied as to form
in all material respects with the published rules and reguiations of the SEC with respect thereto,
were pregar red in accordance with generally accepted accounting prmcxplcs in the United
Kingdom applied on a censistent basis during the periods involved (except as may be indicated
therein or in the notes thereto and except with respect 1o unaudited statements) and fairly present
(subject, in the case of the unaudited interim financial statements, o normal, recurring year-end
audit adjustments (which are not expected to be, indiv idually or in the aggregate, matenally
adverse to HoldCo, ScottishPower and thexr respective Subsidiaries taken as a whole)) the
consolidated financial position of ScottishPower and. in respect of periods ending after the
Scheme Date, HoldCo and their respective consolidated subsidiaries as at the respective dates
thereof and the consolidated results of their operaticns and cash flows for the respective periods
then ended. Except as set forth in Section 4.05 of the ScottishPower Disclosure Letter, each
Subsidiary of ScottishPower and, after the Scheme Date, of Holdco is treated as a consohdated
subsidiary of ScottishPower or HoldCo. as the case may be. in the ScottishPower Financial
Statcm:'xts for all penods covered thereby.

) (b) All matenal ﬁlmos required to be made by ScottishPower or any of its
Subsidiaries since December 31, 1995 in the United Kingdom under the Electricity Act 1989, the
Water Industry Act 1991, the Water Resources Act 1991 and the Telecommunications Act 1934
have been filed with OFFER, OFWAT and the Officz of Telecommunications Services or any
other appropriate Governmental or Regulatory Authenity. as the case may be, including all
material forms, statemerits. reports, agreements and all material documents, exhibits,
amendments and supplements appertaining thereto. including but not limited to all matenal rates,
tariffs, franchises, service agresments and related documents, complied, as of their respective

dates, in all material.respects with all apphcable requirements of the statute and the rules and
regulations thereunder.

406 Absence of Certain Changes or Events. Except as disclosed in the
ScottishPower SEC Reports filed pnor to December 6, 1998 or Section 4.06 of the
ScottishPower Disclosure Letter, (a) since March 31, 1998 there has not been any change, event
or development having, or that would reasonably be expected to have, mdlvxduallv orin the
aggregate, 2 material adverse effect on HoldCo, ScouishPower and their resoevtxve Subsidiaries




taken as a whole (other than those changes, events, or developments occurring as a result of
general eccnomic or financial conditions or which are not unique to HoldCo, ScottishPower and
their respective Subsidiaries but also affect other entities who participate or are engaged in the
lines of business in which HoldCo, ScottishPower and their respective Subsidiaries ars engaged),
and (b) berween March 31, 1998 and December 6, 1998 SconishPower, its Subsidiaries and the
ScottishPower Joint Venrures have conducted their respective businesses only in the ordinary
_course substantially consistent with past practice.

4.07 Absence of Undisciosed Liabilities. Except for martters reflected or
reserved against in the balance sheet for the period ended March 31, 1998 included in the
ScottishPower Financial Statements or as disclosed in Section 4.07 of the ScontishPower
Disclosure Letter, neither HoldCo, ScottishPower nor any of their respective Subsidiaries had at
such date, or has incurred since that date, any liabilities or obligations (whether absolute,
accrued, contingent, fixed or otherwise, or whether due or to become due) of any nature that
would be required by generally accepted accounting principles in the United Kingdom to be
reflected on a consolidated balance sheet of ScottishPower and. in respect of periods ending after
the Scheme Date, HoldCo and their respective consolidated subsidiaries (including the notes
thereto), except liabilities or obligations (i) which were incurred in the ordinary course of
business consistent with past pracuc. or (ii) which have not been, and would not reasonably be
expected 10 be, individually or in the aggregate. materially adverse to HoldCo, ScottishPower
and their respective Subsidiaries taken as a whole.

4.08 Legal Proceedings. Except as disclosed in the ScottishPower SEC
Reports filed prior to December 6, 1998 or in Section 4.08 of the ScottishPower Disclosure
Letter and except for environmental marters which are governed by Section 4.15, (i) thers are no
actions, suits, arbitrations or proceedings pending or, to the knowledge of HoldCo or
ScottishPower, threatened against, nor to the knowledge of HoldCo or ScottishPower are there
any Governmental or Regulatory Authority investigations or audits pending or threatened
- against. HoldCo, ScottishPower or any of their respective Subsidiaries or any of the
ScottishPower Joint Ventures or any of their respective assets and properties which, individually
or in the aggregate, would reasonably be expected to have a material adverse effact on HoldCo,
ScottishPower and their respective Subsidiaries taken 2s a whole or on the ability of HoldCo,
ScottishPower, the Partnership and Merger Sub to consummate the transactions contemplated by
this Agreement, and (ii) neither HoldCo, ScottishPower nor any of their respective Subsidiaries
nor any of the ScottishPower Joint Ventures is subject to any order of any Governmental or
Regulatory Authority which, individually or in the aggregate. is having or would reasonably be
expected to havé a material adverse effect on HoldCo. ScottishPower and their respective
Subsidiaries taken as a whole or on the ability of HoldCo. ScottishPower, the Partnership and
Merger Sub to consummate the transactions contemplated by this Agreement.

4.09 Informaticn Supplied. (a) The registration statement on Form F-4
to be filed with the SEC by HoldCo in connection with the issuance of HoldCo ADSs in the
- Merger, as amended or supplemented from time to time (s so amended and supplemented, the
"Registration Statement"), and any other documents to be filed by HoldCo or ScottishPower with
the SEC or any other Governmenral or Regulatory Authority in connection with the Merger and
the other transactions contemplated hereby will (in the case of the Registration Statement and

L
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any such other documents filed with the SEC under the Securines Act or the Exchange Act)
compty as to form in all materiai respects with the requirsments of the Exchange Act and the
Securities Act, respectively, and will not. on the date orf its filing or, in the case of the
Registration Statement. at the time it becomes effective under the Securities Act, or at the date
the Proxy Statement is mailed to stockholders of the Company and at the time of the Company
Stockholders' Meeting, contain any untrue statement cf 2 material fact or cmit to state any
material fact required to be stated therein or necessary in order to make the statements thersin, in
light of the circumstances under which they are made. not misleading, except that no
reprcse'nanon is made by HoldCo, ScottishPower, the Parmership or Merger Sub with respect to
information supplied in writing by or on behalf of the Company expressly for inclusion therein
and information incorporated by reference therein from docurnents ﬁled by the Company or any
of its Subsidiaries with the SEC.

() The ScomishPower Disclosure Documents will, at all relevant times,
include all information relating 1o ScottishPower and HoldCo and their respective Subsidiaries,
and information which is within the knowledge of each cof the directors of ScottishPower and
HoldCo (or which it would be rzz2sonable for them tc obtain by making inquiries), which, in each
case, is required t0-enable the SconishPower Disclosure Documents and the parties hereto to
comply in all material respects with all United Kingdom statutory and other legal and reguiatory
-provisions (including, without limitation, the Companies Act. the FSA and the rules and
regulations made thersunder, and the rules and requiremants of the LSE) and all such
information contained in such documents will be substantially in accordance with the facts and
will not omit anything material likely to-affect the import of such information.

(c) \Iotwithstanding the foregoing provisions of this Section 4.09, no
representation or warranty is made by ScotnshPowc' cr HoldCo with respect to statements made
or incorporated by reference in the Registration Statement. the Proxy Statement, the Listing
Particulars, the Circular or the Scheme Document based on information supplied by the
Company expressly for inclusion or incorporation by refersnce therein or based on information
which is not made in or incorporated by refersnce in such documents but which should have
been disclosed pursuant to Section 3.09.

4.10 Permits: Compliance with Laws and Orders. HoldCo,
ScottishPower, their respective Subsidiaries and the ScottishPower Joint Ventures hold all
permits, licenses, franchises variances, exemptions. orders and approvals of all Governmental
and Regulatory Authorities (other than environmental permits which are governed by Section
4.15) necessary for the lawful conduct of their respective businesses (the "ScottishPower
Permits™), except for failures to hold such ScottishPower Permits which, individually or in the
aggregate, are not having and would not reasonably be expected to have a material adverse effect
on HoldCo, ScottishPower and their respective Subsidiaries taken as a whole. HoldCo,
ScottishPower, their respective Subsidiaries and the SconishPower joint Ventures are in
compliance with the terms of the ScottishPower Permits, except failures so to comply which,
individually or in the aggregate, are not having and would not reasonably be expected to have a
material adverse effect on HoldCo, ScottishPower and thair respective Subsidiaries taken as a
whole. ‘Except as disclosed in the ScottishPower SEC Reports filed prior to December 6, 1998,
none of HoldCo, ScottishPower, their respective Sucsmx_an_cs or the ScottishPower Joint




Ventures are in violation of or default under any law or order of any Governmental or Reguiatory
Authoriry, except for such violatons or defaults which. individually or in the aggregate, are not
having and would not reasonably be expected to have 2 material adverse effect on HoldCo,
ScontishPower and their respectve Subsidiaries taien as a whole.

4.11 Compliance with Agresments. Except as disclosed in the
ScottishPower SEC Reports filed prior to December 6. 1998 or Section 4.11 of the .
ScottishPower Disclosure Leter, none of HoldCo. ScomishPower or any of their respective
Subsidiaries or, to the knowiedge of HoldCo or SconisiPower, any other party thereto is in
breach or violation of, or in default in the performance cr observance of any term or provision of,
and no event has occurred which, with notice or lapse of time or both, would reasonably be
expected to result in a default under, (i) the memorandum or articles of association (or other
comparable charter documents) of HoldCo, ‘ScomishPower or any of their material Subsidiaries
or (ii) any Contract to which HoldCo, ScottishPower or any of their respective Subsidiaries is a
party or by which HoldCo, ScouishPower or any of their respective Subsidiaries or any of their
respective assets or properties is bound. except in the case of clause (ii) for breaches, violations
and defaults whxch individually or in the aggregate. 2r2 net having and would not reasonably be

expected to have a material adverse effect on HoldCo. ScontishPower and their respective
Subsidiaries taken as a whole. \

4.12 Taxes. (a) Each of HoldCo. SconishPower and their respective
Subsidiaries has filed all material tax returns and reports required to be filed by it, or requests for
extensions to file such retums or reports have been timely filed or granted and have not expired
and all tax returns and reports are complete and accurate in all material respects. HoldCo (if
applicable), ScottishPower and each of their respective Subsidiaries has paid (or HoldCo or
ScottishPower has paid on its behalf) all taxes shown as due on such tax returns and reports. The
most recent financial statements contained in the ScottishPower SEC Reports reflect an adequate
reserve for all taxes payable by ScottishPower and its Subsidiaries for all taxable periods and
portions thereof accrued throagh the date of such financial statements, and no deficiencies for
any taxes have been proposed. asserted or assessed against HoldCo, ScottishPower or any of
their respective Subsidiaries that are not adequately reserved for. except for inadequately
reserved taxes and inadequately reserved deficiencies that would not, individually or in the
aggregate, have.a material adverse effect on HoldCo. ScotishPower and their respective
Subsidiaries taken as a whole. No requests for waivers of the time to assess any taxes against
HoldCo, ScottishPower or any of their respective Subsidiaries have been granted or are pending,
except for requests with respect to such taxes that have besn adequately reserved for in the most
recent financial statements contained in the ScouishPower SEC Reports, or, to the extent not
adeguately reserved, the assessment of which would rot. individually or in the aggregate, have a

material adverse effect on HoldCo, ScottishPower ard their respective Subsidiaries taken as a
whole.

) Neither HoldCo, ScottishPower nor any of their respective Subsidiaries
has taken any action or has any knowledge of any fzct or circumstance that is reasonably likely

to prevent the Merger from qualifying as a tax-fres reorganization within the meaning of Code
Section 368(a).




(¢)  UKSub i and UKSub 2 are ot public limited companies.

(d)  From the date hereof through the Share Transfer, ScottishPower will
directly own the whole of the issued share capital of UKSub 1 and UKSub 2. Following the
Share Transfer and through the Closing Date, HoldCo will du':"tly own the whole of the issued
share capital of UKSub 1 and UKSub 2.

(6)  UKSub ! and UKSib 2 directiy own ail of the equity interests in the

Parmership.

63 Prior to the Closing Date. SconishPower or HoldCo will make (i) the
elections necessary pursuant to Section 301.7701-3 of the U.S. Treasury regulations promulgated
under the Code to treat UKSub | and UKSub 2 as entities disregarded as separate from
ScottishPower and HoldCo and (ii) an election under Section 301.7701-3 of the U.S. Treasury
regulations to treat the Parmership as an association taxable as a corporation. Neither
SconishPower, HoldCo. nor any of their respective Subsidiaries has taken any action that (or has
failed to take any action if such failure) would rezsonably be likely to cause UKSub 1 or UKSub
2 to be characterized as an assocxanon taxable as a corporation for U.S. federal income tax
purposes. :

(g)  Following the Scheme Date. HoldCo will satisfy either directly or
indirectly, through the activities of one or more "qualified subsidiaries”, the active trade or
business test specified in Section 1.367(a)- 3(c)(3) of the U.S. Treasury regulatxons fora
minimum period of three years prior to the Closing Date.

(h) None of HoldCo, ScottishPower, UKSub 1, UKSub 2, the Partnership, nor
any other affiliate of HoldCo or ScottishPower has any intention to redeem, acquire, or to cause.
the Company or any affiliate of the Company to acquire, or to arrange for another person to
acquire, any of the ADS Consideration or the Ordinary Share Consideration.

(i) - Neither HoldCo, ScottishPower nor any affiliate thereof. directly or
indirectly, has paid any expense incurred by the Company. any Company affiliate or any
Company stockholder in connection with the transactions contemplated by this Agreement.

G Neithcr HoldCo, ScottishPower nor any affiliate thereof, directly or
indirectly, has loaned any funds to any escrow account. trust or other fund established to pay any
expenses incurred by the Company, any Company affiliate or any Company stockholder in
connection with the transactions contemplated by this Agreement.

(k) Neither HoldCo, ScottishPower nor any affiliate thereof, directly or
indirc;tly, owns any stock issued by the Company unless acquired directly frqm the Company.

4.13  ScouishPower Emmove“ Benefit Plans. (a) ScottishPower has
made available to the Company compiete and correct copies, as of December 6, 1998, of (i) the
current trust deeds and rules of each of the material employes benefit plans to which
ScottishPower and its Subsidiaries make or could become liable to make payments for providing
retirement, death, disability or life assurance benefits (the "ScouishPower Empiovee Benefit




Plans") (including any draft amendments); (ii) the most recently prepared explanatory booklets
and announcements relating to each of the ScomishPower Empioyee Benefit Plans: (iii) a copy of
the actuary's report on the latest acruarial valuation of the ScottishPower Employee Benefit

Plans, if applicable; and (iv) the rules of the ScomishPower Share Schemes.

(6)  The ScomishPower Empioyee Benefit Plans are the only material schemes
to which HoldCo, ScottishPower and their respective Subsidiaries make or could become
liable to make payments for providing retirement. death, disability or life insurance
benefits except for any schemes for providing retirement, death or disability or life
insurance benefits ("HoldCo Emplovee Benefit Plans") which HoldCo establishes in
connection with the Scheme of Arrangement which are in all material respects similar to
the ScottishPower Employes Benefit Plans.

(c) To the extent such exemption is intended by ScottishPower, the
ScottishPower Empioyes Benefit Plans are exempt approved schemes within the meaning
of Chapter 1 Part XIV of the Income and Corporation Taxes Act 1988. Exceptas
specifically set forth in Section 4.13 of the ScotishPower Disclosure Letter, members of
the ScottishPower Empioyes Benerit Plans are contracted-out of the State Eamings

Related Pension Scheme. -

(d) . To the knowledge of HoldCo or ScottishPower, there is no amount which
is treated by Section 144 of the Pension Schemes Act 1993 or Section 75 of the Pensions
Act 1995 as a debt due to the trustees of the ScottishPower Empioyee Benefit Plans or
from ScottishPower or any of its Subsidiaries to the trustees of any other benefit plan
except for such debts which would not reasonabiy be expected to have a material adverse
effect on HoldCo, ScottishPower and their respective Subsidiaries taken as a whole. The
ScottishPower Employes Benefit Plans have not ceased to admit new members.

(e) - Except as set forth in Section 4.15 of the ScottishPower Disclosure Letter
and except for disputes which would not reasonably be expected to have a material
adverse effect on HoldCo, ScottishPower and thair respective Subsidiaries taken as a
‘whole, there is no dispute about the benefits payable under the ScottishPower Employee
Benefit Plans and, to the knowledge of HoldCo or ScottishPower, there are no
circumstances which might give rise to any such dispute.

€3] To the knowledge of HoldCo or ScbttishPowcr, the actuary's report on the
latest actuarial valuation accurately describes the financial position of each ScottishPower
Employee Benefit Plan for which an actuarial valuation is required by law at its effective
date and in accordance with the assumptions employed for that valuation. Except as set
forth in Section 4.13 of the ScottishPower Disclosure Letter, nothing has happened since
that date which would, to a material extent. affect the level of funding of any
ScottishPower Empioyes Benefit Plan and, since that date, contributions have been paid
to each ScottishPower Employee Benefit Plan at the rate recommended by the actuary.
Except as set forth in Section 4.13 of the ScottishPower Disclosure Letter, no assets have
been withdrawn by HoldCo, ScottishPower or any of their respective Subsidiaries from
any ScottishPower Employee Benefit Plan (except to pay benefits or by way of




reimbursement of expenses) since the effective cate of the latest actuarial valuation of
that plan.

(g)  Exceptas set forth in Section 4.13 of the ScouishPower Disclosure Letter
or as would not reasonably be expected to have 2 material adverse effect on HoldCo,
ScottishPower and their respective Subsidiaries taken as a whole, the ScottishPower
Employee Benefit Plans compiy with and have oesn administered in accordance with all
applicable laws, regulations and requirements. All amounts due to the ScontishPower

Employee Benefit Plans at any time prior to the month in which this Agreement is signed
have been paid.

4.14 Labor Matters. (a) Except as set forth in Section 4.14 of the
ScottishPower Disclosure Letter, neither HoldCe, ScomishPower nor any of their respective
Subsidiaries is-a party to any collective bargaining agresment, recognition agreement, European
Works Council or other labor agresment with any union. iabor organization or other responsible
body. Except as disclosed in the ScottishPower SEC Reperts filed prior to December 6, 1998 or
in Section 4.14 of the ScomishPower Disclosure Leter, there-are no disputes pending or, to the
knowledge of HoldCo or ScottishPower, threatened berwe=n HoldCo, ScottishPower or any of
their respective Subsidiaries or any of the ScottishPower joint Ventures and any trade union or
other representatives of its empioyess, except as would rot. individually or in the aggregate,
reasonably be expected to have 2 materiai adverse effect on HoldCo, ScottishPower and their
respective Subsidiaries taken as a whole, and. to the knowledge of HoldCo or ScottishPower,
there are no material organization efforts presently being made involving any of the now
unorganized employees of HoldCo, ScottishPower or any of their respective Subsidiaries or any
of the ScottishPower Joint V‘,enmres.\“Since December 31. 1995, there has been no work ’
stoppage, strike or other concertzd action by employess of HoldCo, ScouishPower or any of their
respective Subsidiaries except as would not, individually or in the aggregate, reasonably be

expected to have a material adverse effect on HoldCo, ScouishPower and their respective
Subsidiaries taken as a whole.

_ ()  To the knowledge of HoldCo or ScouishPower. neither HoldCo,
ScottishPower nor any of their respective Subsidiaries nor any of the ScouishPower Joint
Venturss is in violation of any labor laws in any country tor political subdivision thereof) in
which they transact business, except for such violations as would not, individually or in the
aggregate, reasonably be expected 10 have a material adverse effect on HoldCo, ScottishPower
and their respective Subsidiaries taken as 2 whole.

4.15 Environmental Matters. Except as disciosed in the ScottishPower
SEC Repors filed prior to December 6, 1998 or in Section 4.15 of the ScottishPower Disclosure
Letter and except as would not, individually or in the aggregate. reasonably be expected to have
a material adverse effect on HoldCo, ScottishPower and heir respective Subsidiaries taken as a
whole: '

@) (@ Each of HoldCo, ScottishPower and their respective Subsidiaries
and the ScottishPower Joint Ventures is in compliance with all applicable Environmental Laws
(as hereinafter defined); and




(i)  Neither HoldCo, ScottishPower zor any of their respective Subsidiaries
nor any of the ScottishPower Joint Ventures nas received any written communication
from any person or Governmental or Reguiatory Authority that alleges that HoldCo,
ScottishPower or any of their respective Subsidiaries or Joint Venrures is not in such
compliance with applicable Environmental Laws. |

()  Each of HoldCo, ScortishPower. their respective Subsidiaries and the
ScottishPower Jjoint Ventures has obtained all environmental. heaith and safety permits and
governmental authorizations (collectively, the "Environmental Permits™) necessary for the
construction of its facilities and the conduct of its operations. as applicable, and all such
Environmental Permits are in full force and effect or. where applicable, a renewal application has
been timely filed and is pending agency approval. and HoldCo, ScottishPower, their respective
Subsidiaries and the ScottishPower Joint Venture are in compliance with all terms and conditions
of the Environmental Permits. :

(¢)  There is no Environmental Claim (as hereinafter defined) pending

‘ (i)  against HoldCo, ScouishPower or any of their respective
Subsidiaries or any of the SconishPower Joint Ventures:

(i)  to the knowledge of HoldCo or ScottishPower, against any person
or entity whose liability for any Environmental Claim HoldCo, ScottishPower or any of their
respective Subsidiaries or any of the ScottishPower Joint Ventures has or may have retained or
assurned either contractually or by operation of law: or

(iii)  against any real or personal property or operations which HoldCo,
ScottishPower or any of their respective Subsidiaries or any of the ScottishPower Joint Venturss
owns, leases or manages in whole or in part. ' : :

(d) To HoldCo's or ScottishPower's knowledge, there have not been any
Releases (as hereinafter defined) of any Hazardous Materiai (as hereinafter defined) that would
be reasonably likely to form the basis of any Environmental Claim against HoldCo,
ScottishPower or any of their respective Subsidiaries or any of the ScottishPower Joint Ventures,
or against any person or entity whose liability for any Eavironmental Claim HoldCo,
ScottishPower or any of their respective Subsidiaries or any of the ScottishPower Joint Ventures
has or may have retained or assumed either contractually or by operation of law.

(e) As used in this Section 4.13:

(i) "Environmental Claims" means any and all administrative, regulatory or
judicial actions, suits, demands, demand letters, directives, claims, liens, investigations,
proceedings or notices of noncompliance, liability or violation (written or oral) by any person or
entity (including any Governmental or Regulatory Authority) alleging potential liability
(including, without limitation, potential responsibility or liability for enforcement, investigatory -
costs, cleanup costs, governmental response costs, removal costs, remedial costs, natural
resources damages, property damages, personal injuries or penalties) arising out of, based on or
resulting from




(A) the presence, or Release or threatened Release into the
environmeant, of any Hazardous Materials at any location, whether
or not owned. operated. leased or managed by HoldCo,
SconishPower or any of their respective Subsidiaries or any of the
ScottishPower Joint Venrtures; or

circumstances forming the basis of any violation, or alleged
violation, of any Environmental Law; or

any and all claims by any third party seeking damages,
contribution, indemnification, cost recovery, compensation or
injunctive relief resuiting from the presence or Release of any
Hazardous Matenals; ‘

(i1) "Environmental Laws"” means all European Union, national, regional, or
local laws, rules and regulations relating to poilution, the environment (including, without
limitation. ambient air. surface water, groundwater. land surface or subsurface strata) or
prbtegtion of hurnan health as its relates to the environmental including, without limitation, laws
and regulations relating to Releases or threatened Releases of Hazardous Matenials, or otherwise
relating to the manufacture, processing, distribution. use. treatment, storage, disposal, transport
or handling of Hazardous Materials inciuding, without limitation, Part II and paragraphs 161 and
162 of Schedule 22 of the Environment Act 1995 and the Department of the Environment
Transport and the Regions Consultation Draft Guidance on Contaminated Land dated October
1998 but not to the extent that any modification thereof introduced in the final form of this

guidance imposes materially more onerous or stringent requirements in respect of contaminated
land or pollution. :

(iii) "Hazardous Materials" means () any petroleum or petroleum products,
radioactive materials, asbestos in any form that is or could become friable, urea formaldehyde
foarn insulation, and transformers or other equipment that contain dielectric fluid containing
polychlorinated biphenyis; and (b) any chemicals. materials or substances which are now defined -
as or included in the definition of "hazardous substances’. "hazardous wastes". "hazardous
materials", "extremelv hazardous wastes". “restricted hazardous wastes", "toxic substances”,
"toxic oollutants”. or words of similar.import. under any Environmental Law; and (c) any other
chemical, material, substance or waste, exposure 10 which is now prohibited, limited or regulated
under any Eavironmental Law in a jurisdiction in which HoldCo, ScottishPower or any of their
respective Subsidiaries or any of the ScottishPower Joint Ventures operates or any jurisdiction
which has received such chemical, material, substance or waste from HoldCo, ScottishPower or
their respective Subsidiaries; and

(iv)  "Release" means any release, spill. emission, leaking, injection, deposit,
disposal, discharge, dispersal, leaching or migration into the atmosphere, soil, surface water,
groundwater or property. ' :

4.16 Intellectual Proverty Rights. HoldCo, ScottishPower and their
respective Subsidiaries have all right, title and interest in, or a valid and binding license to use,




all Intellecrual Property individually or in the aggregate material to the conduct of the businesses
of HoldCo, ScottishPower and their respective Subsidiaries taken as a whole. Neither HoldCo,
ScottishPower nor any of their raspective Subsidiaries is in default (or with the giving of notice
or lapse of time or both, would be in default) under any license to use such Intellectual Property,
to the knowledge of HoldCo or ScottishPower, such Intellecrual Property is not being infringed
by any third party, and neither HoldCo, ScomishPower nor any of their respective Subsidiaries is
infringing any Intellectual Property of any third parry, except for such defaults and infringements
which, individuaily or in the aggregate, are not having and would not reasonably be expected to

have a material adverse effect on HoldCo, SconishPower and their respective Subsidiaries taken
as a whole.

4.17 Vote Recuired. The only votes of the holders of any class of
shares of ScottishPower or, after the Scheme Date. Holdco required to approve the Merger and
the other transactions contempiated hereby (other than those set forth in paragraphs 1 through 3
of Schedule II and any vote which may be required in order to give effect to the conversion of
the Company Stock Opticns in accordance with Section 6.10 or to give effect to the amendments
to HoldCo's Articles of Association in accordance with Section 6.03(c)) are the affirmarive vote
of a majority of such ordinary shareholders of ScouisnPower as (being entitled to do so) are
present and vote (or, in the case of a vote taken on a poll. the affirmative vote by shareholders or
their proxies representing a majority of the ScottishPower Ordinary Shares in respect of which
votes were validly exercised) at the ScottishPower Shareholders Mesting in reiation to the
approval of the Merger and the S¢heme of Arrangement. '

4.18 [Intentcnally Omitted]

4.19 Ownership of Companv Common Stock. Neither HoldCo;

- ScottishPower nor any of their raspective Subsidiaries or other affiliates beneficially owns any
shares of Company Common Stock.

420 Insurance. Exceptas set forth in Section 4.20 of the ScottishPower
Disclosure Letter. each of ScouishPower and its Subsidiaries is. and has been continucusly since
January 1, 1994/(and at all times following the Scheme Date. HoldCo and its Subsidiaries will
be), insured with financially responsible insurers in such amounts and against such risks and
losses as are customary in all material respects for companies conducting the business conducted
by HoldCo, ScottishPower and their respective Subsidiaries during such time period. Except as
set forth in Section 4.20 of the ScottishPower Disclosure Letter, neither HoldCo, ScotushPower
nor any of their respective Subsidiaries has received any notice of cancellation or termination
with respect to any material insurance policy of HoldCo. ScottishPower or any of their respective
Subsidiaries. The insurance policies of Holdco, ScottishPower and each of their respective
Subsidiaries are valid and enforceable policies.

, 421 Year 2000. ScottishPower and its Subsidiaries have (and at all .
times following the Scheme Date, to the extent (if at all) then necessary, HoldCo will have) put
into effect practices and programs which ScottishPower (or HoldCo) reasonably believes will
enable all material software, hardware and equipment (including microprocessors) that are
owned or utilized by ScouishPower (or HoldCo) or any of their respective Subsidiaries in the




. operatons of its or their respective business to be capabie. dy December 31, 1999 of accounting

for all calculations using a century and date sensitive aigontm for the year 2000, and the fact
that the vear 2000 is a leap year and to otherwise conunus 19 function without materiai
interruption caused by the occurrence of the year 2000.

422  Joint Venrure Representations. Ezch representation and warranty
made by HoldCo or ScouishPower in this Arucle IV reladng to a ScottishPower Joint Venturs
that is neither operated nor managed by HoldCo or ScomisaPower or a Subsidiary thereof shall
be deemed to be made only to HoldCo's and ScontishPowers knowledge.

ARTICLEV
COVENANTS

. 5.01 Covenants of the Companv. At all times from and after December
6, 1998 until the Effective Time. the Company covenants and agress as to itself and its
Subsidiaries that (except as expressly contempiated or permitted by this Agreement, or to the
extent that HoldCo or ScottishPower shall otherwise oreviously consent in writing, which
consent shall not be unreasonabiy withheld or delayed):

(a) . Ordinarv Course. The Company and each of its Subsidiaries shall conduct
their businesses only in, and the Company and each of its Subsidiaries shall not take any action
except in, the ordinary course substantially consistent with past business practice. Without
limiting the generality of the foregoing, the Company and its Subsidiaries shall use all
commercially reasonable efforts to preserve intact in all material respects their present business
organizations, to maintain in effect all existing material permits. to keep available the services of
their key officers and employees. to.maintain their assets and properties in good working order
and condition, ordinary wear and tear excepted. to maintain insurance on their tangible assets and
businesses. in substantially the same amounts and against substantially the same risks and losses
as are currently in effect, to preserve their relationships with customers and suppliers and others
having significant business dealings with them and to ccmply in ail material respects with all

laws and orders of all Governmental or Reguiatory Autherities applicable to them.

(b) Charter Documents. The Company shall not, nor shall it permit any of its
- Subsidiaries to, amend or propose to amend its certificatz or articles of incorporation or bylaws

or its memorandum and articles of association (or other comparable corporate charter
documents). '

(c) Dividends. The Company shall not. nor shall it permit any of its
Subsidiaries to, (i) declare, set aside or pay any dividencs on or make other distributions in
respect of any of its capital stock or share capital,-.except: h

(A)  that the Company may conunue the declaration and payment of
regular cash dividends (inciuding increases consistent with past
practice) on Company Common Stock and the Company Preferred
Stock, with usual record and payment dates for such dividends in
accordance with past dividend practice; provided, that no such




dividend on the Company Common Stock shall exceed the amount
budgeted therefor in the Cempany Budget (as hereinafter defined),
and -

for the declaration and payaent of dividends by-(x) a wholly-
owned Subsidiary soleiy to its parent corporation, (y) Bridger Coal
Company in accordance with past practice and (z) Subsidiaries of '
regular cash dividends with usual record and payment dates
(including increases consistent with past practice) in accordance
with past dividend practice. and

(ii) split, combine, reclassify or take simnilar action with respect to any of its capital stock or
share capital 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 or comprised in its share capital, (ii1)
except as disclosed in Section 5.01(c) of the Company Disciosure Letter, adopt a plan of
complete or partial liquidation or resolutions providing for or authorizing such liquidation or a
dissolution, merger, consolidation. restructuring, recapitaiization or other recrganization or (iv)
except as disclosed in Section 5.01(c) of the Company Disciosure Letter. directly or indirectly
redesm, repurchase or otherwise acquire any shares of its capital stock or comprised in its share
capital or any Option with respect thereto except: ‘ ' ' "

(A) inconnection with intercompany purchases of capital stock or
share capital. ’

(B) for the purpose of funding employee stock ownership or dividend
reinvestment, stock purchase plans and other incentive plans
disclosed in Section 3.01(d) of the Company Disclosure Letter n
accordance with past practice. and

(C)  Prior to the Closing Date. the Company shall redeem all
outstanding shares of its S1.28 Serles, $1.18 Series and S1.16
Series of no par seriai preramred stock.

(d)  Share Issuances. The Company shall not. nor shall it permit any of its
Subsidiaries to, issue, deliver or seil, or authorize or propose the issuance. delivery or sale of,
any shares of its capital stock or comprised in its share capital or any Option with respect thereto
(other than (i) the issuance of Company Common Stock upon the exercise of Options issued
pursuant to the Company's Stock Incentive Plan outstanding on December 6, 1998 and in
accordance with their present terms. (ii) except as specifically set forth under the heading "Long-
Term Incentive Awards” on the Schedule of Ongoing Compensation Obligations attached to
Section 5.01(d) of the Company Disclosure Letter. the issuance of options or awards pursuant to
the Company's Stock Incentive Plan in accordance with its present terms and only in connection.
with the hiring of new employees, and the issuance of shares of Company Common Stock upen
exercise of such options or awards, (iii) the issuance by 2 wholly-owned Subsidiary of its capital
stock to its parent corporation, or modify or amend any right of any holder of outstanding shares
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of capirai stock or Options with respect thereto and (iv) shares of Company Prcfc"n.a Stock with
a stated value of up to an aggregate of S250 million).

(¢)  Acaquisitions. Except as set forth in Section 5.01(e) of the Company
Disclosure Letter and other than as provided in the 1999 operaung budget of the Company, a
copy of which has been disclosed to and discussed with SconishPower, or any other budget of
the Company thereafter approved by HoldCo or ScomishPower. which approval shall not be
unreasonably withheld (collectively, the "Companv Budget"), the Company shall not, nor shall it
permit any of its Subsidiaries to, acquire (by merging or consolidating with, or by purchasing a
substantial equiry interest in or 2 substantial pomon of the assets of, or by any other manner) any
business or any corporation, parmership, asscciation or other business organization or division
thereof or otherwise acquire or agree to acquire any assets in excess of $25 million in any one

transaction; provided, that this Section 5.01(e) shall not prohibit any capital expenditures made
in accordance with Section 5.01(3). '

63) Dispositions. Other than as set forth in Section 5.01(f) of the Company
Disclosure Letter. the Companv shall not. nor shall it permit any of its Subsidiaries to, sell. lease,
grant any securiry interest in or otherwise dispose of or encumber any of its assets or prone'ncs.
other than d1sposmons in the ordinary course of its business consistent with past practice or
having an aggregate net book value of $25 million cor less in any one transaction.

(g) Indebtedness. Other than as expressly provided in the Company Budget,
the Company shall not, nor shall it permit any of its Subsidiaries to, incur or guarantee any
indebtedness (mciudmg any debt borrowed or auarameed or otherwise assumed, including,
without limitation, the issuance of debt securities or warrants or rights to acquire debt) or enter
into any "keep well"” or other agresment to maintain any financial condition of another person or
enter into any arrangement having the economic effect of any of the foregoing other than (i)
short-term indebtedness in the ordinary course of business consistent with past practice (such as
the issuance of commercial-paper or the use of existing credit facilities) in an aggregate amount
not excesding S500 million; (if) long-term indebtedness not aggregating more than $200 million
and (iii) indebtedness entered into in connection with the refinancing of indebtedness outstanding
on December 6, 1998 or incurred in compliance with this Section 5.01(g).

(h)  Emploves Benefits. Except as set forth on Section 5.01(h) of the
Company Disclosure Letter, the Company shall not. nor shall it permit any of its Subsidiartes to,
enter into, adopt, amend (except as may be requxrcd by applicable law) or terminate any
Company Employee Benefit Plan, or increase in any manner the compensation or fringe benefits
of any director or executive officer, or, except for normal increases in the ordinary course of
business consistent with past practxce that, in the aggregate. do not result in a material increase in
benefits or compensation expense to the Company and its Subsidiaries taken as a whole, increase
in any manner the compensation or fringe benefits of any employee, or pay any benefit not
tequired by any plan or arrangement in effect as of December 6, 1998 and, in no event shall the
Company or its Subsidiaries be permitted to grant to any employee any rights that are not in
effect on December 6, 1998 to any payment (whether of severance pay or otherwise),
ac.ci::’anon, forgiveness of indebtedness, vesting, distribution, increase in benefits or increase in




obligations to fund benefits with respect to that empioyes resulting from a change in controi or
change in ownership of the Company or any of its Subsidianes.

0] Affiliate Contracts. Except as disclosed in Section 5.01(i) of the Company
Disclosure Letter, the Company shall not, nor shall it permit any of its Subsidiaries or, within the
exercise of its reasonable commercial efforts, its Joint Ventures to, except as otherwise expressly
provided for in this Agreement, exter into any Conract or amend or modify any existing
Contract, or engage in any new transaction outside the ordinary course of business consistent
with past practice or not on an arm's length basis, with any affiliate of such parry or any of its
Subsidiaries.

) Capital Expenditures. The Company shall not, nor shall it permit any of
its Subsidiaries to, make any capital expenditures or commitments other than (i) as required by
applicable law, (ii) capital expenditures incurred in connection with the repair or replacement of
facilities destroyed or damaged due to casualty or accident (whether or not covered by
insurance). and (iii) other capital expenditures in excess of 110% of the aggregate amount
provided for such purposes in the Company Budget.

(k) 1935 Act. The Company shall not. nor shall it permit any of its
Subsidiaries to, engage in any activities which would cause 2 change In its status, or that of its
Subsidiaries, under the 1935 Act, including any action or inaction that would cause the prior
approval of the SEC under the 1935 Act to be required for the consummation of the transactions
contemplated hereby.

, 4))] Regulatorv Status. The Company shall not, nor shall it permit any of its
Subsidiaries to, agree or consent (0 any material agresments or modifications of material existing
agreements with any Government or Regulatory Authority in respect of the operations of their
businesses except where following discussion with the relevant authority such agresments or
modifications are imposed upon the Company.

. (m)  Transmission. Generation. Exceptas required pursuant to tariffs on file
with the FERC as of December 6, 1998, or as set forth in Section 3.02( m) of the Company
Disclosure Letter, the Company shall not, nor shall it permit its Subsidiaries to:

® commence construction of any additional generating, transmission
or delivery capacity in excess of 500 megawatts. or

(i)  obligate itself to purchase or otherwise acquire, or to sell or
otherwise dispose of, or to share, any additional generating, transmission or delivery
plants or facilities, in an amount in excess of S13 million in any one transaction, except as
set forth in the Company Budget. Any regulatory order potentially imposing any such

obligation shall be immediately forwarded to HoldCo or ScottishPower.

(n) Accounting. The Company shall not, nor shall it permit any of its
Subsidiaries to, make any material changes in their accounting methods, except 2s required by
law, rule, regulation or applicable generally accepted accounting principles.




(0)  Tax Marers. The Company shall not take any action which (or fail to take
any action if such failure) wouid cause the Merzcr w0 rail to qualify asa r..orgamzanon described
in Code Section 368(a).

(p)  No Breach. The Company shall not. nor shall it permit any of its
Subsidiaries to willfully take cr fail to take any action that would or is reasonably likely to result
(1) in 2 material breach of any provision of this Agresment, or (ii) in any of its representations
and warranties set forth in this Agreement being untrus on and as of the Closing Date.

(@ No Litigation. The Company shall not, nor shall it permits any of its
Subsidiaries to, initiate any material actions. suits, arbitrations or proceedings.

(r) Tax-Exempt Status. The Company shall not, nor shall it permit any of its
Subsidiaries to, except as otherwise expressiy provided for in this Agreement, take any action
that would be reasonably likely to jeopardize the qualification of any material amount of
outstanding revenue bonds which qualify on December 6. 1998 under Section 142(a) of the Code
as "exempt facility bonds" or as tax-exempt indusirial ae"ﬂlopme'n bonds under Section

103(b)(4) of the Internal Revenue Code of 1954, as amended. prior to the enactment of the Tax
Reform Act of 1986.

(s) Advice of Changes. The Company shall confer with HoldCo or
ScottishPower on a regular and frequent basis with respect to the Company's business and
operations and other matters relevant to the Merger. and shall promptly advise HoldCo or
‘ScoutishPower, orally and in writing, of any material change or event, including, without
limitation, any complaint, investigation or hearing by any Governmental or Regulatory Authority
(or comnmunication indicating the same may be contc.‘.plated) or the institution or threat of
material litigation; provided that the Company shall not be required to make any disclosure to the
extent such disclosure would constitute a viclation of any applicable law or regulation.

8] Notice and Cure. The Company will notify HoldCo or ScottishPower in
writing of, and will use all commerciaily reasonabie efforts to cure before the Closing, any event,
transaction or circumsiance. s soon as practical after it becomes known to the Company, that
causes or will cause any covenant or agreement of the Company under this Agreement to be
breached or that renders or will render untrue in any material respect any representation or
warranty of the Company contained in this Agresment. The Company also will notify HoldCo
or ScottishPower in writing of. and will use all commercially reasonable efforts to cure, before
the Closing, any violation or breach, as soon as practical after it becomes known to the
Companv of any representation. warranty, covenant or agreement made by the Company. No
notice given pursuant to this paragraph shall have any effect on the representations, warranties,

covenants or agresments contained in this Agreement for purposes of determining sansfactxon of
any condition contained herein.

(u) Fulfillment of Conditions. Subject to the terms and conditions of this
Agresment, the Company will take or cause to be taken all commerciaily reasonable steps
necessary or desirzble and wiil proceed diligently and in good faith to satisfy each condition to
its obligations contained in this Agresment and to consummate and make effective the




transactions contemplated by this Agreement, and the Company wiil not, nor will it permit any
of its Subsidiaries to, take or fail to take any action tha: would reasonably be expected to result in
the nonfulfillment of any such condition.

5.02 Covenants of HoldCo and SconisiPower. Each of HoldCo, at ail
times from and after the date hersof untl the Effecuve Time. and ScottishPower, at all times
from December 6, 1998 until the Effective Time. covenants and agress as to itself and its
Subsidiaries that (except for the transactions contempiated or permitted by this Agreement or to
the extent that the Company shail otherwise previousiy consent in writing, which consent shall

not be unreasonably withheld or delayed):

(a) Ordinarv Course. Except pursuant to the Scheme of Arrangement and the
establishment of HoldCo Share Schemes and HoldCo Zmployee Benefit Plans, HoldCo,
ScottishPower and each of their respective Subsidiaries shall conduct their businesses only in,
and HoldCo, ScottishPower and each of their respective Subsidiaries shall not take any action
except in, the ordinary course consistent with past practice. Without limiung the generality of
the foregoing, HoldCo, SconishPower and their respecuve Subsidiaries shall use all

' commercially reasonable efforts 1o preserve intact in 21 material respects their present business
organizations and reputation. to maintain in effect all existing permits, to keep avaiiable the
services of their key officers and employees. to maintain their assets and properties in good
working order and condition. crdinary wear and tear excepted. to maintain insurance on their
tangible assets and businesses in such amounts and against such risks and losses as are currently
in effect, to preserve their relationships with customers and suppliers and others having
significant business dealings with them and to compiy in all material respects with all Taws and
orders of all Governmental or Regulatory Authorities applicable to them.

. 3 (b) Charter Documents. Other than as contemplated by Section 6.03(c) and
except 10 the extent required to comply with applicable law or the rules of the LSE, HoldCo
(after the Scheme Date) and ScouishPower shall not. nor shall they permit any of their respective,
Subsidiaries to, amend or propose to amend their respective certificates or articles of ‘“
incorporation or bylaws or their respective memorandz and articles of association (or other

- comparable corporate charter documents). ‘ |

o (c) Dividends. Other than as set forth in the ScottishPower Budget (as
defined in Section 5.02(e)). HoldCo and. prior to the Scheme Date, ScottishPower shall not, nor
shall they permit any of their respective Subsidiartes to. ‘

(i) declare, set aside cr pay any dividends on or make other distributions in respect of any
of its capital stock or share capital. except:

(A)  thay ScouishPower may, (I) as regards record dates for the
payment of dividends occurring prior to the Scheme Date, continue
the declaration and payment of regular cash dividends (including
increases consistent with past practice) on ScottishPower Ordinary
Shares, with usual record and payment dates for such dividends in
accordance with past dividend practice; provided, thatno such  ~




dividend shall exce=d by more than 12% the dividend payable
during the prior fiscai year in respect of the comparable time
period and (II) before. on or after the Scheme Date, effect the
Shars Transfer, and

that, as regards record dates for the payment of dividends
occurring after the Scheme Date, HoldCo may deciare and pay
regular cash dividends (inciuding increases consistent with
ScottishPower's past practice) on HoldCo Ordinary Shares, with
usual record and payment dates for such dividends in accordance
with ScottishPower's past dividend practice; provided, that no such
dividend shall, when taken together with any dividend paid

_ pursuant to clause (A)(I) of this paragraph (c), excesd more than
'12% of the dividend payable by ScottishPower during the prior
fiscal year in respect of the comparable time period, and

for the declaration and payment of dividends by a wholly-owned
Subsidiary solely to its parent corporation (including for the
avoidance of doubt dividends by ScottishPower to HoldCo
following the Scheme Date). and ' '

(ii)  other than pursuant to the Scheme of Arrangement or in connection with the
restructuring of the transactions contemplated herzby pursuant to Section 6.07, split,
combine, reclassify or take similar action with respect 10 any of its capital stock or share
capital 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 or comprised in its share capital
(except that HoldCo may subdivide its ordinary shares as referred to in Section 4.02(a)),
(iif) other than pursuant to the Scheme of Arrangement, adopt a plan of complete or
partial liquidation or resolutions providing for or authorizing such liquidation or a
dissolution. merger, consolidation. restructuring. recapitalization or other reorganization
or (iv) other than pursuant to the Scheme of Arrangement or as described in Secticn 4
5.02(c) of the ScottishPower Disclosure Letter. directly or indirectly redesm, repurchase
or otherwise acquire any shares of its capital stock or comprised in its share capital or any
Option with respect thereto except:

(A)  inconnection with intercompany purchases of capital stock or
share capital,

(B)  for the purpose of funding employee share ownership, dividend
reinvestment, stock purchase and other incentive plans disclosed in -
Section 5.02 (¢) of the ScottishPower Disclosure Letter in
accordance with past practice,

the redemption of the ScottishPower Special Share or the HoldCo
Special Share in accordance with its terms or




(D)  the redemption of the 49,998 HoldCo non-voting redesmabie
sharcs_rcferr:d to in Section 4.02.

(d)  Share [ssuances. Other than pursuant to the Scheme of Arrangement, (i)
ScottishPower shall not, nor shall it permit any of us Subsidiaries to, issue, deliver or sell, or
authorize or propose the issuance, delivery or sale of. any shares of its capital stock or comprised
in its share capital or any Optlon with respect thereato (other than (A) up to 125 miilion shares of
ScottishPower Ordinary Shares for general corporate purposes, (B) the issuance of
ScottishPower Ordinary Shares or stock appreciation. share awards or similar rights, as the case
may be, pursuant to the ScottishPower Share Schemes. in each case outstanding on December 6
1998 and in accordance with their present terms. subject to any amendments made in the
ordinary course consistent with past practice or pursuant to any share scheme of ScottishPower
to be adopted in the ordinary course consistent with past practice, (C) the issuance of options or
awards pursuant to ScottishPower Share Schemes in accordance with their present terms, subject
to any amendments made in the ordinary course of business consistent with past practice or as
reasonably necessary to reflect the Scheme of Arrangement and. except as set forth in Section
5.02(d) of the ScottishPower Disclosure Letter. only in connection with the hiring of new
employess and the issuance of shares of ScottishPower Ordinary Shares upon exercise of such
options or awards, and (D) the 1ssuance by a wholly-owned Subsxdzary of its capital stock to its
parent corporation, or modify or amend any right of any holder of outstanding shares of capital
stock or Opnons with respect thereto).

L]

(ii) HoldCo shall net, nor shall it permit any of its Subsidiaries to, issue,

deliver or sell, or authorize or propose the issuance, delivery or sale of, any sharss of its
capital stock other than in the amounts and for the purposes set forth in clause (i) of this
paragraph (d) and other than pursuant to the HoldCo Share Schemes or pursuant to the”
arrangement referred to in Section 4.02(c)(iv) or pursuant to the ScottishPower Share
Schemes as amended as reasonably necessary to reflect the Scheme of Arrangement.

(e) Acaquisitions. Other than as provided in the 1999 operating budget of
ScottishPower, a copy of which has been disclosed to and discussed with the Company, or any
subsequentiy-adopted budget of ScoutishPower disclosed to the Company (collectively, the
"ScottishPower Budget") or pursuant to the Scheme of Arrangement, neither HoldCo nor
ScottishPower shall, nor shall they permit any of their respective Subsidiaries to, acquire (by
merging or consolidating with, or by purchasmg/a substantial equity interest in or a substantial
portion of the assets of, or by any other manner) any business or any corporation, partnership,
association or other business organization or division thereof (i) in_excess of £750 million or (ii)
if such acquisition would have a material adverse affect on HoldCo, ScottishPower and their
respective Subsidiaries taken as a whole, without the prior written consent of the Company.

(5 Dispositions. Other than as provided in the ScottishPower Budget, and
other than the transfer of all of the outstanding shares of UKSub 1 and UKSub 2 from
ScottishPower to HoldCo, neither HoldCo nor ScottishPower shall, nor shall they permit any of
their respective Subsidiaries to, sell, lease, grant any security interest in or otherwise dispose of
or encumber any of its assets or properties, other than dispositions in the ordinary course of its-
busmcss consistent with past practice and having an aggregate value of less than £750 million.




(2)  Indebtedness. Neither HoldCo nor ScomishPower shall. nor shall they
permit any of their respective Subsidiaries to, incur or guarantee any indebtedness (including any
debt borrowed or guarantesd or otherwise assumed. inciuding, without limitation, the issuance of
debt securities or warrants or rights to acquire debt) or enter into any "keep well" or other
agreement to maintain any financial condition of another Person or enter into any arrangement
having the economic effect of any of the foregoing, other than indebtedness in an aggregate
amount not exceeding 110% of the amount of indebtedness provided for in the ScottishPower
Budget. For purposes of this paragraph (g), any indebtedness up t0 £500 million incurred in
connection with the planned buyback of ScomishPower Ordinary Shares and/or HoldCo Ordinary
Shares shall be disregarded. '

(h) Affiliate Contracts. Neither HoldCo nor ScottishPower shall, nor shall
they permit any of their respective Subsidiaries or, within the exercise of its reasonable
commercial efforts, the ScottishPower Joint Ventures (o, enter into any Contract or amend or
modify any existing Contract, or engage in any new transaction (other than pursuant to the
Scheme of Arrangement) outside the ordinary course of business consistent with past practice or
not on an arm's length basis, with any affiliate of such party or any of its Subsidiaries. |

(1) Capital Expenditures. Except for any payments by HoldCo to
ScottishPower in connection with the acquisition by HoldCo of UKSub 1 and UKSub 2 or any
invesmment by HoildCo in UKSub 1 and UKSub 2. neither HoldCo nor ScottishPower shall, nor
shall they permit any of their respective Subsidiaries to. make any capital expenditures or
commitments (except as required by law or regulation) in excess of 110% of the aggregate
amount provided for such purpeses in the ScottishPower Budget.

§)] 1935 Act. Except for the acquisition of ScottishPower by HoldCo and the
filing of Forms U-57 by ScottishPower and HoldCo's other utility subsidiaries after the
acquisition of ScottishPower by HoldCo, neither HoldCo nor ScottishPower shall, nor shall they
permit any of their respective Subsidiaries to. engage in any activities which would cause a
change in its status, or that of its Subsidiaries. under the 1935 Act, including any action or
inaction that would cause the pricr approval of the SEC under the 1935 Actto be required for the
consummation of the transactions contempiated hereby.

(k) UK Licensing Regime. Except pursuant to the Scheme of Arrangement,
neither HoldCo nor ScottishPower shall, nor shall they permit any of their respective
Subsidiaries to, engage in any activities or omit to do anything which would entitle any
Governmental or Regulatory Authority to revoke in whole or in material part any material
license, authorization or appoinument or which would otherwise materially change the status of
HoldCo, ScottishPower or any of their respective Subsidiaries (HoldCo, ScottishPower and their
respective Subsidiaries being referred to as the "HoldCo Group") thereunder.

o Transmission. Generation. Except as set forth in Section 5.02(1) of the
ScottishPower Disclosure Letter, neither HoldCo nor ScotishPower shall, nor shall they permit
any of their respective Subsidiaries to:




(i) commence construction of any adcitional generating, transmission or
delivery capacity in excess of 500 megawarts. or

(ii)  obligate itseif to purchase or otherwise acquire, or to sell or otherwise
dispose of, or to share, any additional generaung, Tansmission or delivery plants or
facilities, in an amount in excess of 3200 miilion in any one transaction.

(m)  Accountng. Neither HoldCo nor ScottishPower shall nor shall they
permit any of their respective Subsidiaries to, make any changes in their accounting methods,
except as required by law, rule, regulation or appiicable generally accepted accounting principles

or, in the case of HoldCo, adopting accounting methods substantially the same as those of
ScottishPower. ' ' '

(n) Tax Matters. Neither HoldCo nor ScottishPower shall, nor shall they
permit any of their respective Subsidiaries to, take any acrion which (or fail to take any action if

such failure) woqldy cause the Merger to fail to qualify as a reorganization described in Section
368(a) of the Code. . .

(o) No Breach. Neither HoldCo nor ScottishPower shall, nor shall they permit
any of their respective Subsidiaries to, willfully take or fail to take any action that would or is
reasonably likely to result (i) in a material breach of any provision of this Agreement, or (ii) in
any of its representations and warranties set forth in this Agreement being untrue on and as of the
Closing Date. ;

P Advice of Changes. HoldCo and ScottishPower shall confer with the
Company on a regular and frequent basis with respect to HoldCo’s and ScottishPower's business
and operations and other marters relevant to the Merger, and shall promptly advise the Company,
orally and in writing, of any material change or event. including, without limitation, any
complaint, investigation or hearing by any Govemnmental or Regulatory Authority (or
communication indicating the same may be contempiated) or the institution or threat of
litigation. having, or which, insofar as can be reasonaniy foreseen, could have, a material adverse

effect on HoldCo, ScottishPower and their respective Subsidiaries taken as a whoie or on the
ability of HoldCo and ScottishPower to consummate the transactions contemplated hereby;
provided that HoldCo and SconishPower shall not be required to make any disclosure to the
extent such disclosure would constitute a violation of any applicable law or regulation.

(@  Notice and Cure. HoldCo or ScottishPower will notify the Company in
writing of, and will use all commercially reasonable efforts to cure before the Closing, any event,
transaction or circurnstance, as soon as practical after it becomes known to HoldCo or
ScottishPower, that causes or wil] cause any covenant or agreement of HoldCo or ScottishPower
under this Agreement to be breached or that renders or will render untrue any representation or
warranty of HoldCo or ScottishPower contained in this Agreement. HoldCo or ScottishPower
will also notify the Company in writing of, and will use all commercially reasonable efforts to
cure, before the Closing, any violation or breach, as soon as practical after it becomes known to
HoldCo or ScottishPower, of any representation, warranty, covenant or agreement made by

HoldC;'o or ScottishPower. No notice given pursuant to this Paragraph shall have any effect on




the representations. warranties, covenants or agreements contained in this Agresment for
purposes of determining the satisfaction of any condition contained herein.

® Fulfillment of Conditions. Subject to the terms and conditions of this
Agreement, HoldCo and ScottishPower will take or cause to be taken all commerciaily
reasonable steps necessary or desirabie and proceed diligentiy and in good faith to satisfy each
condition to the Company's obligations contained in this Agresment and to consummate and
make effective the transactions contemplated by this Agresment, and neither HoldCo nor
ScottishPower will, nor will they permit any of their respective Subsidiaries to, take or fail to
take any action that would reasonably be expected to result in the nonfulfillment of any such
condition. . :

- 5.03 Joint Executive Committee. As soon as practicable after the date

hereof, ScottishPower and the Company shall establish a joint executive committee (the "Joint
Execurive Commirtee") which shall be comprised of three nominees of ScottishPower (one of
whom, in the first instance. shall be [an Robinson) and three nominess of the Company (one of
whom. in the first instance. shall be Keith McKennon). The Joint Executive Commiree shall be
- jointly chaired by Ian Robinson and Keith McKennon and shall have the objective of facilitating

and achieving the Merger contemplated in this Agresment. integration planning, strategic
development, developing recommendations concerming the furure structure and the general
operation of the Company after the Effective Time subject 10 applicable law. The Joint
Executive Committes shall meet monthly in the United States or upon such other date or dates,
and in such other places. as ScottishPower and the Company may agree from nmc to time and
may be converxed by telephone, video conference or similar means.

5.04 Tax Matters. Except as set forth in their respective Disclosure
Letters, neither HoldCo, ScottishPower nor the Company shall, nor shall any party permit its
Subsidiaries to, make or rescind any material express or desmed election relating to taxes, or
change any of its methods of reporting income or deductions for tax purposes from those
empioyed in the preparation of its tax return(s) for the prior taxable year, except as may be
required by applicable law, as agreed to by the other party or. subject to Section 6.18. to the
extent reasonably necessary to comply with or implement the Scheme of Arrangement. The
Company shall inform ScottishPower regarding the progress of any material claim, action, suit,
litigation, proceeding, arbitration, investigation, audit or conwroversy relating to taxes and shall

consult with ScottishPowerbefore entering into any settlements or compromises with regard to
such matters. - ‘

5.05 Discharge of Liabilities. Neither HoldCo, ScottishPower nor the
Company shall, nor shall any party permir-its Subsidiaries to, pay, discharge or satisfy any
material claims. liabilities or obligations (absolute accrued. asserted or unasserted, contingent or
otherwise), other than the entry into of the New Facilities in place of, and/or amending, the RCF,
or other than as contempiated by paragraph 11 of Schedule I or other than the payment,
discharge or satisfaction, in the ordinary course of business consistent with past practice (which
includes the payment of final and unappealable judgments) or in accordance with their terms, of
liabilities reflected or reserved against in, or contemplated by, the most recent consolidated
ﬁnancml statements (or the notes thereto) of such party inciuded in such parry s reports filed with




the SEC or the Registrar of Companies in Edinburgh. or incurred in the ordinary course of
business consistent with past practce. .

5.06 Contracts. Neither HoldCo, SconishPower nor the Company shall,
nor shall any party permit its mit its Subsidiaries or, within the sxercise of its reasonable business
efforts, its Joint Ventures to, except the enmry into of the New Facilities in place of, and/or
amending, the RCF, or other than as contemplated by paragraph 11 of Schedule I or as
contemplated by this Agreement or in the ordinary course of business consistent with past
practice, modify, amend, terminate, renew or fail to use reasonable business efforts to renew any
material contract or agrccmc*n to which such party or any Subsidiary of such party is a pany or
waive, rci»’asc or assign any material rights or claims.

5.07 No Solicitations. (a) Except as disclosed in Section 5.07 of the
Company Disclosure Letter, prior to the Effective Time. the Company agrees (i) that neither it
nor any of its Subsidiaries or other affiliates shall. and it shall use its best efforts to cause their
respective Representatives (as defined in Section 9.12) not to, initiate, solicit or encourage,
directly or indirectly, any inquiries or the making or impiementation of any proposal or offer
(including, without limitation. any proposal or offer to its stockholders) with respect to a merger,
consolidation or other business combination mcludmv the Company or any of its Subsidiaries or
any acquisition or similar transaction (mcludmz without limitation, a tender or exchange offer)
involving the purchase of (A) all or any significant portion of the assets of the Company and its
Subsidiaries taken as a whole, (B) 5% or more of the outstanding shares of Company Common
Stock or (C) 5% of the outstanding shares of the capital stock of any Subsidiary of the Company
(a.ny such proposal or offer being hereinafter referred to as an "Alternative Pronosal") or engage
in any negotiations concerning, or provxde any confidential information or data to, or have any
discussions with, any person or group relating to an Alternative Proposal (excluding the
transactions contemplated by this Agreement), or otherwise facilitate any effort or attempt to
make or implement an Alternative Proposal; (ii) that it will immediately cease and cause to be
terminated any existing activities, discussions or negotiations with any parties with respect to any
of the foregoing, and it will take the necessary steps to inform such parties of its obligations
under this Section; and (iii) that it will notify ScouishPower or HoldCo promptly if any such
inquiries, proposals or offers are received by, any such information is requested from, or any
such ncgouauons or discussions are sought to be initiated or continued with, it or any of such
persons; provided, however, that nothing contained in this Section 5.07(a) shall prohibit the
Board of Directors of the Company from (i) furnishing information to (but only pursuant to a
confidentiality agreement in customary form and having terms and conditions no less favorable
to the Company than the Confidentiality Agreement (as defined in Section 6.01)) or entering into
discussions or negotiations with any person or group that makes an unsolicited bona fide
Alternative Proposal, if, and only to the extent that. prior to receipt of the Company
Stockholders' Approval, (A) the Board of Directors of the Company, based upon the advice of
outside counsel, determines in good faith that a failure to perform such action could reasonably
be expected to result in a breach of its fiduciary duties to stockholders imposed by law, (B) the
Board of Directors has rcasonably concluded in good faith (after consultation with its financial
advisors) that the person or group making such Alternative Proposal will have adequate sources
of ﬁnancmg to consummate such Alternative Proposal. (C) the Board of Directors has reasonably
concluded in good faith that such Alternative Proposal is more favorable to the Company's




stockholders than the Merger, (D) prior to furnishing sucx informaron to, or entering into
discussions or negotiations with. such person or group. the Company provides written notice to
ScouishPower or HoldCo to the effect that it is furnishing information to, or entering into
discussions or negotiations with. such person or group. which notice shall identify such person or
group in reasonable detail. and (E) the Company keeps ScottishPower or HoldCo appropriately
informed of the status of any such discussioris or negotiations: and (if) to the extent required,
complying with Rule 14e-2 promulgated under the Exchange Act with regard to an Alternative
Proposal. Nothing in this Section 5.07 shall (x) permit the Company to terminate this Agreement
(except as specifically provided in Article VII), (y) permit the Company to enter into any
agresment with respect to an Alternarive Proposal for so iong as this Agresment remains in
effect (it being agreed that for so long as this Agresment emains in effect, the Company shall
not enter into any agreement with any person or group that provides for, or in any way facilitates,
an Alternative Proposal (other than 4 1 confidentiality agreement under the circumstances
described above)), or (z) affect any other obligation of the Company under this Agreement.

®) Each of HoldCo and ScottishPower agrees that (i) neither it nor any of its
Subsidiaries or other affiliates shall. and it shall use its best efforts to cause their respective
chreseqtauves (as defined in Section 9.12) not to. initiate. solicit or encourage, directly or
indirectly, any inquiries or the making of any proposal or offer (including, without limitation,
any proposal or offer to its shareholders) with respect to any transaction that would constitute a
Change of Control (as defined in Section 8.01{e)), (ii) it will notify the Company promptly if any
such inquiries, proposals or offers are received by HoldCo or ScottishPower and (iii) will keep
the Company appropriately mformed of the status of any such inquiries, proposals or offers.

- 5.08 Conduct of Business of Merger Sub. (a) Merger Sub shall not be
formed until immediately prior to the Closing Date.

(b)  Prior to the Effective Time, HoldCo shall cause Merger Sub to (i) perform
its obligations under this Agresment in accordance with its terms, (ii) not incur directly or
indirectly any liabilities or obligations other than those incurred in connection with the Merger,
(iii) not engage directly or indirectly in any business or activities of any type or kind and not
enter into any agreements or arrangements with any person: or be subject to-or bound by any
obligation or undertaking, which is not contemplated by this Agreement and (iv) not create, grant
or suffer to exist any Lien upon its properties or assets which would attach to any properties or
assets of the Surviving Corporation after the Effective Time.

5.09 Third Partv Standstill Agreements. During the period from
December 6, 1998 through the Effective Time, neither the Company nor any of its Subsidiaries
shall terminate, amend, modify or waive any provision of any confidentiality or standstill
agreement to which it is a party. During such period. the Company shail enforce, to the fullest
extent permitted under applicable law, the provisions of any such agresment, including, but not
limited to, by obtaining injunctions to prevent any breaches of such agreements and to enforce
specifically the terms and provisions thereof in any court having jurisdiction. '

5.10 Controi of Other Party's Business. Nothing contained in this
Agreement shall give the Company, directly or indirectly, the right to control or direct HoldCo's




or ScottishPower's operations prior to the Effective Time. Nothing contained in this Agreement
shall give HoldCo or ScottishPower, directly or indirectiv. the right to conwol or direct the
Company’s operations prior to the Effective Time. Prior to the Effective Time, each of the
Company, HoldCo and ScortishPower shall exercise. censistent with the terms and conditions of
this Agresment, complete control and supervision over its respective operations. ‘

ARTICLE VI
ADDITIONAL AGREEMENTS

6.01 Access to Information. Each of the Company, HoldCo and
ScottishPower shall, and shall cause each of its Subsidiaries and, so long as consistent with its
confidentiality obligations under its Joint Venture agresments. shall use commercially reasonable
efforts to cause its Joint Ventures to, throughout the period from the date hereof to the Effective
Time, (i) provide the other parties and their respective Representatives with full access, upon
reasonable prior notice and during normal business hours. 1o all officers, employees, agents and
accountants of the Company, HoldCo and ScottishPower. as the case may be, and their
respective Subsidiaries and Joint Ventures and their respective assets, properues. books and
records, but only to the extent that such access does not unreasonably interfere with the business
and operations of the Company, HoldCo and ScouishPower, as the case may be, and its
Subsidiaries and Joint Ventures. and (ii) furnish promptiy to-such persons (x) a copy of each
report, statement, schedule and other document filed or received by the Company, HoldCo and
ScottishPower, as the case may be, or any of their respective Subsidiaries and Joint Ventures
‘pursuant to the requirements of federal or state securities laws and each material report,
statement, schedule and other document filed with any other Governmental or Regulatory
Authority, and (y) all other information and data (including, without limitation, copies of
Contracts, Company Employee Benefit Plans, and other books and records) concerning the
business and operations of the Company, HoldCo and SconishPower, as the case may be, and its
Subsidiaries and Joint Ventures as any such party or any of such other persons reasonably may
request. No investigation pursuant to this paragraph or otherwise shall affect any representation
or warranty contained in this Agreement or-any condition to the obligations of the parties hereto.
Any such information or material obtained pursuant to this Section 6.01 that constitutes "Review
Material" (as such term is defined in the letter agresment dated as of October 12, 1998 between

the Company and ScottishPower (the "Confidentiality Agresment")) shall be governed by the
terms of the Confidentiality Agreement. _ ! |

'

6.02 Preparation of Registration Statement and Proxv Statement. As
soon as practicable after the date of this Agreement. the Company shall, in cooperation with
HoldCo and ScottishPower, prepare the Proxy Statement and HoldCo and ScottishPower shall, in
cooperation with the Company, prepare the Registration Statement, in which the Proxy
Statement will be included as the prospectus. The Company shall, in cooperation with
ScottisiPower, file the Proxy Statement with the SEC as its preliminary Proxy Statement and
HoldCo shall, in cooperation with the Company, prepare 2nd file with the SEC the Registration
Staternent in which the Proxy Statement will be included as the prospectus. HoldCo.and the
Com;iapy shall use commercially reasonable efforts to have the Registration Statement declared
effective by the SEC as promptly as practicable after such filing. HoldCo and the Company shall




also take any action (other than qualifying as a foreign corporation or taking any action which
would subject it to service of process in any jurisdiction where ScottishPower is not now so
qualified or subject) required to be taken under appiicabie state blue sky or securities laws in
connection with the issuance of HoldCo ADRs or Merger Ordinary Shares in connection with the
Merger. If at any time prior to the Effective Time any event shall occur that should be set forth
in an amendment of or a supplement to the Registration Statement, HoldCo shall prepare and file
with the SEC such amendment or supplement as soon thersaiter as is reasonably practicable.
HoldCo, ScottishPower and the Company shall cooperate with the other parties in the
preparation of the Registration Statement and the Proxy Statement and any amendment or
supplement thereto, and each shall notify the other parties of the receipt of any comments of the
SEC with respect to the Registration Statement or the Proxy Statement and of any requests by the
SEC for any amendment or supplement thereto or for additional informarion, and shall provide to
the other parties promptly copies of ail correspondence berween HoldCo, ScottishPower or the
Company, as the case may be, or any of their respecuve Representatives with respect to the
Registration Statement or the Proxy Statement. HoldCo. ScottishPower and the Company shall
give the other parties and their respective counsel the opp ortunity to review the Registration
Statement and the Proxy Statement and all responses 10 reguests for additional information by
and replies to comments of the SEC before their being filed with, or sent to, the SEC. Each of
the Company and HoldCo agrees to use commercially reascnable efforts, after consultation with
‘each other, to respond promptly to all such comments of and requests by the SEC and to cause
(x) the Registration Statement to be declared effective by the SEC at the earliest practicable time
and to be kept effective as long as is necessary to consummate the Merger, and (y) the Proxy-
Statement to be mailed to the holders of Company Common Stock and Company Preferred Stock
entitled to vote at the meeting of the stockholders of the Company at the earliest practicable
time. :

6.03 Approval of Shareholders. (a) ScottishPower shall, through its
Board of Directors, duly call, give notice of, convene and hold a general mesting of its
shareholders (the "ScottishPower Shareholders' Meeting”). for the purpose of voting on the
Merger in( accordance with this Agreement (the "ScotishPower Shareholders' Aporoval™).
Unless the Board of Directors of ScottishPower. based upon the advice of outside counsel,
determines in good faith that making such recommendation. or failing to amend, modify or
withdraw any previously made recommendation, could reasonably be expected to result in a
breach of its fiduciary duties to shareholders imposed by law; ScottishPower shall, through its -
Board of Directors, include in the Circular the recommendation of the Board of Directors of
ScottishPower that the shareholders of ScottishPower approve such matters, and shall use its
reasonable best efforts to obtain such approval. In connection with the ScottishPower
Shareholders' Meeting, subject to applicable law, (1) ScortishPower shall, as soon as practicable
after the date of this Agreement and in accordance with the listing rules of the LSE, prepare and
submit to the LSE for approval the Circular and the Listing Particulars, and shall use all
reasonable efforts to have such documents formally approved by the LSE and shall thereafter
publish the Circular and the Listing Particulars and disparch the Circular to its shar¢holders in
compliance with all legal requirements applicable to the ScottishPower Shareholders’ Meeting
and the listing rules of the LSE and (ii) if necessary, after the Circular has been so dispatched,
promptly publish or circulate amended, supplemental or supplemented materials and, if required
in cogﬁcstion therewith, resolicit votes. In the event that the ScottishPower Shareholders’




Approval is not obtained without the vote having been taken on the date on which the
ScottishPower Shareholders' Mesting is initiaily convened. the Board of Dirzctors of
ScottishPower agress to use its reasonable best efforts to adjourn such ScottishPower
Shareholders' Meeting for the purpose of obtaining the ScottishPower Shareholders' Approval

and to use commercially reasonable efforts during any such adjournments to obtain the
ScottishPower Shareholders’ Approval. ' '

(b)  The Company shall, through its Board of Directors, duly call, give notce
of, convene and hold a meeting of its stockholders (the "Company Stockholders' Meeting") for
the purpose of voting on the approval of this Agresment (the "Companv Stockholders'
Approval") as soon as reasonably practicable after the dare hereof. Unless the Board of
Directors of the Company, based on the advice of outside counsel, determines in good faith that
making such recommendation, or failing to amend. modify or withdraw any previously made
recommendation, could reasonably be expected to resuitin a breach of its fiduciary duties to
stockholders imposed by law, the Company shall, through its Board of Directors, include in the
Proxy Statement the recommendation of the Board of Directors of the Company that the
stockholders of the Company approve this Agreement. and shall use its reasonable best efforts to
obtain such approval. The Company shall consult and discuss in good faith with ScottishPower
regarding the alternatives available for obtaining the Company Stockholders' Approval. Inthe
event that the Company Stockholders' Approval is not obtained without the vote having been -
taken on the date on which the Company Stockholders' Meeting is initially convened, the Board
of Directors of the Company will use its reasonable best efforts to adjourn such Company
Stockholders' Meeting for the purpose of obtaining the Company Stockholders' Approval and to

use commercially reasonable efforts during any such adjournments to obtain the Company
Stockholders' Approval. ’ « E :

_ ()  HoldCo shall, through its Board of Directors, at the Annual General
Meeting of HoldCo next following the Scheme Date (or eariier, if agreed), include for
consideration by its shareholders and, subject to its fiduciary duties, recommend the approval of
a resolution to approve amendments to the HoldCo Articles of Association in order to provide, to
the extent reasonably possible. for the holders of HoldCo ADRs substantially the same rights as
holders of HoldCo Ordinary Shares to receive notice of, attend, speak and vote at general
meetings of holders of HoldCo Ordinary Shares (the "ADR Holder Proposal”). In the event the
ADR Holder Proposal is not adopted by HoldCo's shareholders at such Annual General Meeting,
HoldCo shall, through its Board of Directors, include for consideration by its shareholders and,
subject to its fiduciary duties, recommend approval of the ADR Holder Proposal at HoldCo's
next Annual General Meeting. With effect from and/or following the Scheme Date,
ScottishPower's Articles of Association shall be amended to reflect its status as a subsidiary,
provided. however, that if the effect of such amendments would have a material adverse effect
on the benefits of the Merger for the holders of Company Common Stock, such amendments
may only be effected with the prior written consent of the Company.

6.04 Companv Affiliates. At least thirty (30) days prior to the Closing
Date the Company shall deliver a letter to HoldCo identifying all persons who, at the time of the
Company Stockholders' Meeting, may, in the Company's reasonable judgment, be deemed to be
"affiliates" (as such term is used in Rule 145 under the Securities Act) of the Company




("Comnanv Afﬁnates") The Company shall use its best efforts to cause each Company Affiliate
to deliver to HoldCo on or prior to the Closing Date 2 wTitten agreement substantially in the form
and to the effect of Exhibit C hersto (an "Affiliate Agresment™). HoldCo shall be entitled to
place legends as specified in such Affiliate Agreements on the certificates evidencing any
HoldCo ADSs to be received by such Company Affiliates pursuant to the terms of this
Agreement, and to issue appropriate stop ransier inswuctons to the transfer agent for the
HoldCo ADSs, consistent with the terms of such Affiliate Agresments.

' 6.05 - Auditors' Letters. Each of the Company, HoldCo and
ScottishPower shali use all reasonable efforts to cause to be delivered to the other parties and
such other parties' Boards of Directors a letter of its independent auditors, dated the date on
which the Registration Statemerxt shall become effective. and addressed to the other parties and
such other parties' Boards of Directors, in form and substance customary for "comfort" letters

delivered by independent public accountants in connection with registration statements on Form
F-4 and Form S-4."

6.06 Stock Exchange Listing: Deposit-Agresment. (a) HoldCo shall
use its commcrcxally reasonable efforts, and the Company shall cooperate in respect thereto, to
cause (a) the HoldCo ADSs to be issued in the Merger and under the Company Stock Plans after
the Merger in accordance with this Agreement to be approved for hstmg on the NYSE, subject to
official notice of issuance, prior to the Closing Date: and (b) each of (i) the HoldCo Ordinary
Shares to be represented by the HoldCo ADSs to be issued in the Merger to be admitted to the
Official List of the London Stock Exchange and (ii) the Merger Ordinary Shares to be issued in

the Merger to be admitted to the Official List of the London Stock Exchange.

(b) Following the exécution of this Agreement, HoldCo shall promptly
prcpar~ and shall use its commercially reasonable efforts to have executed 2 deposit agreement,
all on terms and conditions reasonably satisfactory to the Companv that will provide holders of
HoldCo ADRs with the right to (i) participate in rights offerings, (ii) attend HoldCo shareholder
meetings, (iii) spcak at HoldCo shareholder meetings, (iv) call for a poll at HoldCo shareholder
meetings, (V) examine documents made available at HoldCo shareholder meetings, (vi) instruct
the Depository to vote its HoldCo ADSs in a particuiar fashion. (vii) generally be counted
individually as present and/or voting with respect to resolutions adopted at HoldCo shareholder
meetings, and (viii) decide at HoldCo shareholder me etings how to vote on particular
resolutxons in each case on the same basis as the holders of HoldCo Ordinary Shares.

6.07 Restructuring of Merger. The parties expressly acknowledge and
agree that, although it is their current intention to effect a business combination among
‘themselves in the form contemplated by this Agreement. it may be preferable to effsctuate such a
business combination by means of an alternative structure in light of the conditions set forth in
Sections 7.01(i), 7.02(d) and 7.03(d). Accordingly, if the only conditions to the pamcs
obligations to consummate the \/ierger which are not satisfied or waived are receipt of any one or
more of those set forth in Sections 7.01(i), 7.02(d) and 7.03(d), and the adoptxon of an alternative
structure (that otherwise substantially preserves for the parties the economic and other material
benefits of the Merger) would resuit in such conditions being satisfied or waived, then the parties
shall use their respective reasonable best efforts to effect a business combination among




themseives by means of a muruaily agreed upon st crure cther than the Merger that so preserves
such bernenits; provided that. prior to closing any sucit restrucrured transaction, all material third
party and Governmental and Regulatory Authority dsclarations, filings, registrations, notices,
authorizations, consents or approvals necessary to effect such alternative business.combination
shall have been obtained and all other conditions to the parties' obligations to consummate the
Merger, as applied to such altemnative business combination, shall have been satisfied or waived.

6.08 Reguiatorv and Other Approvals. Subject to the terms and
conditions of this Agreement and without limiting the provisions of Sections 6.02. 6.03 and 6.06,
‘each of the Company, HoldCo and ScottishPower shall jointly develop a regulatory approval
plan and proceed cooperatively and in good faith to. as pmmptiy"as practicable, (i) obtain all
consents, approvals or actions of, make all filings with and give all notices to Governmental or
Regulatory Authorities or any other public or private third parties required of HoldCo,
ScottishPower, the Company or any of their Subsidiaries or Joint Ventures to consummate the
Merger and the cther matters contemnplated hereby (including without limitation those set forth
on Section 3.04 of the Company Disclosure Letter and Section 4.04 of the ScottishPower
Disclosure Letter}, and (ii) provide such other informarion and communications to such
Governmental or Regulatory Authorities or other public or private third parties as the other
parties or such Governmental or Regulatory Authorities or other public or private third parties
may reasonably request in connection therewith. In addition to and not in limitation of the
foregoing, each of the parties will (w) take promptly all actions necessary to make the filings
required of HoldCo, ScottishPower and the Company or their affiliates under the HSR Act and to
comply with filing and approval requirements of the FERC and each state Governmental or
Regulatory Authority, (x) comply at the earliest practicable date with any request for additional
information received by any such party or its affiliates rom the Federal Trade Commission (the
"FIC") or the Antitrust Division of the Departmem of Justice (the "Antitrust Division") pursuant
to the HSR Act, (y) cooperate with the other parties in connection with any such party's filings
under the HSR Act and in cornection with resolving any investigation or other inquiry
conceming the Merger or the other matters contemplated by this Agreement commenced by
either the FTC or the Antitrust Division or state artorneyvs general or by the FERC or any State
Governmental or Regulatory Authority having jurisdiction with respect to the Merger or another’
transaction contemplated by this Agreement, and (z) provide to the other parties promptly copies
of all correspondence berwesn  any such party and the applicable Governmental or Regulatory
Authority with respect to any filings referred to in this Section 6.08, and shall give the other
parties the opportunity to review such filings and all responses to requests for additional
information by such Governmental or Regulatory Authority prior to their being filed therewith.

6.09 Emplovee Benefit Plans. HoldCo shall use its reasonable best
efforts to cause the Company Employes Benefit Plans in effect at December 6, 1998 that had
been disclosed to ScottishPower prior to such date to remain in effect until the second
anniversary of the Effective Time or, to the extent such Company Employee Benefit Plans are
not continued, HoldCo will maintain until such date benefit plans which are no less favorable, in
the aggregate, to the employees covered by such Company Employee Benefit Plans provided,
however, that nothing contained herein shall be constued as requiring HoldCo or the Surviving
Corporation to continue any specific plan or as preventing HoldCo or the Sumvmg Corporation
from (a) estabhshmg and, if necessary, seeking shareholder approval to establish, any other




benefit plans in respect of all or any of the employees coversd by such Company Employee
Benefit Plans or any other employees, or (b) amending such Company Employee Benefit Plans
(or any replacement benefit pians therefor) where required by applicable law or where such
amendment is with the consent of the affected employees. From and after the Effective Time,
HoldCo shall honor, and shall cause its Subsidiaries to honor, in accordance with its express
terms, each existing employment. change of conwol, severance and termination agreement
between the Company or any of its Subsidiaries, and any officer, director or employes of such
company, including without limitation all legal and contractual obligations pursuant to
outstanding restoration plans. severance plans, bonus deferral plans, vested and accrued benefits
and similar employment and benefit arrangements, policies and agreements that had been

disclosed to ScottishPower prior t0 Decembé; 6, 1998 and other obligations entered into in
accordance with Sections 5.01(d) and (h).

6.10 Company Stock Plan. (a) At the Effective Time, each outstanding
option to purchase shares of Company Common Stock (2 "Company Stock Ootion") under the
Company Option Plan, whether vested or unvested, shall be converted into an option to acquire,
on the same terms and conditions as were applicable under such Company Stock Option, except
as amended by this Section 6.10. a number of HoldCo ADSs equal to the product (rounded down
to the nearest whole number) of (i) the number of shares of Company Common Stock subject to
the option immediately prior to the Effective Time and (ii) the ADS Consideration and the option
exercise price per HoldCo ADS at which such option is exercisable shall be the amount (rounded
up to the nearest whole cent) obtained by dividing (iii) the option exercise price per share of
Company Common Stock at which such option is exercisable immediately prior to the Effective
Time by (iv) the ADS Consideration; provided. however. that, in the case of any Company Stock
Option to which Section 421 of the Code applies by reason of its qualification under any of
Sections 422-424 of the Code ("qualified stock ootions"), the option exercise price, the number
of shares which may be acquired pursuant to such option and the terms and conditions of
exercise of such option shall be determined in order to comply with Section 424(a) of the Code;
provided. further. that, under no circumistances shall the option exercise price per HoldCo ADS

be less than the aggregate par value of the HoldCo Ordinary Shares represented by a HoldCo
ADS. - / "

(b) As séoxjx as practicable after the Effactive Time, HoldCo shall deliver to
the participants in the Company Option Plan appropriate notices setting forth such participants'
rights pursuant thereto and the grants pursuant (o the Company Option Plan shall continue in

effect on the same terms and conditions (subject to the adjustments required by this Section after
giving effect to the Merger).

(c) HoldCo shall take all corporate action necessary to have a sufficient
number of shares of HoldCo ADSs available for delivery under the Company Option Plan as
adjusted in accordance with this Section. As soon as practicable after the Effective Time,
HoldCo shall file a regiswration statement on Form F-8 promulgated by the SEC under the
Securities Act (or any successor or other appropriate form) with respect to the HoldCo ADSs
subject to such options and shall use 1ts reasonable best efforts to maintain the effectiveness of
such registration statement or registration statements (and maintain the current status of the
prospectus or prospecruses contained therein) for so long as such options remain outstanding.




(d)  For purposes of Section 2.01(c). Company Common Stock shall inciude
shares of resmicted Company Common Stock issued under the Company's Non-Employee
Director's Stock Compensation Plan. Stock Incentuve Plan and Long Term Incentive Plan
(collectively, the "Company Restricted Stock Plans™). The Company shall take all corporate
action necessary and obtain all relevant consents 10 ensurs that the consideration received under
such Section 2.01(c) upon the conversion of each outstanding share of resmicted Company
Common Stock will continue to be subject to the same restrictions that such shares were subject
to under the Company Restricted Stock Plans and the appiicable award agreements thereunder,
including, without limitation, any forfeiture restrictions, subject to amendment or modification of
such plans or award agreements to reflect action of the Board of Directors of the Company taken
prior to December 6, 1998 and disclosed to Sc;ittishPower prior to such date.

6.11 Directors' and Officers' Indemnification and Insurance. (2) Except
to the extent required by law, until the sixth anmversary of the Effective Time, HoldCo will not
take any action so as to amend. modify or repeal the provisions for indemnification of directors
or officers contained in the cenificate or aricies of incorporation or bylaws (or other comparabie
charter documents) of the Surviving Corporation and its Subsidiaries (which after the Effective
Time shall be substantially identical to those of the Company in effect on December 6, 1998) in
such 2 manner as would adversely affect the rights of any individual who shall have served as a
director or officer of the Company or any of its Subsidiaries prior to the Effective Time to be
indemnified by such corporations in respect of their serving in such capacities prior to the
Effective Time. : -

(b)  HoldCo and the Surviving Corporation shall, until the sixth anniversary of
the Effective Time, cause to be maintained in effect. to-the extent available, the policies of
directors' and officers' liability insurance maintained by the Company and its Subsidiaries as of

December 6, 1998 (or policies of at least the same coverage and amounts containing terms that
are no less advantageous to the insursd parties) with respect to claims arising from facts or
-_events that occurred on or prior to the Effective Time: provided that in no event shdll HoldCo or

the Surviving Corporation be obligated to expend in order to maintain or procure insurance
coverage pursuant to this paragraphi any amount per anium in excess of two hundred percent
(200%) of the aggregate premiums payable by the Company and its Subsidiaries in 1998 (on an
annualized basis) for such purpose.

6.12 HoldCo Governance: Additional Matters. (a) Subject to the
exercise of fiduciary duties and to the extent permitied by applicable law, HoldCo's Board of
Directors shall take action to cause the full Board of Directors of HoldCo at the Effective Time
to include Keith McKennon, as Deputy Chairman of HoldCo, and two additional non-executive
members of the Company's current Board of Directors 10 be designated by the Company at least
thirty (30) days prior to the Effective Time. '

(b)  HoldCo shall, promptly following the Effective Time, cause certain of the
non-executive members of the Company's Board of Directors immediately prior to the Effecuve
Time who do not become directors of HoldCo pursuant to Section 6.12(a) hereof, and who are
willing to so serve, to be elected or appointed as members of an advisory board (the "Advisory
Board") established by the Company, the function of which shall be to meet no less frequently




than semi-annuaily in order to advise the Company's Board of Directors with respect to general
business as well as opportunities and activities in the Company's market area and to maintain and
develop customer relationships. The Advisory Board shall be chaired by Ian Robinson. and shall
also include Duncan Whyte, Richard O'Brien. and such other representatives from the
communities served by the Company (including but not limited to non-executive members of the
Company's Board of Directors immediately prior to the Effective Time) as shall be mumally
agreed by Ian Robinson and Keith McKennon. The members of the Advisory Board who are
willing to so serve initially shall be elected or appointed for a term of two years. HoldCo agrees
to cause the Company to re-elect or re-appoint each of the initial members of the Advisory Board
to one successive one-year term following the iniual term: provided. however. that HoldCo shall
have no obligation to cause the Company to elect or appoint. or re-elect or re-appoint, and may
cause the Company to remove, any member if HoldCo reasonably determines that such member
has a conflict of interest that compromises such member's ability to serve effectively as a
member of the Advisory Board or any cause exists that otherwise would allow for removal of

such person as a director of the Company if such person were a member of the Company's Board
of Directors.

()  Immediately following the Effective Time, the Company's United States
headquarters shall continue to be in Portland. Oregon. In recognition of HoldCo’s and
ScottishPower's commitment to the communities served by the Company, following the

Effective Time HoldCo or ScotishPower will contribute to The PacifiCorp Foundation the sum
of $5 million. ‘

6.13 Expenses. Except as set forth in Section 8.02, whether ornotthe
‘Merger is consummated, all costs and expenses incurred in connection with this Agreement and
the transactions contemplated hereby shall be paid by the party incurring such cost or expense.
The Company shall not be obligated for any fees or expenses relating to HoldCo's obligation to
- dernonstrate the existence of adequate working capital in connection with the filing of the Listing
Particulars. Notwithstanding any provision of this Agresment, in no event shall HoldCo,
ScottishPower or any affiliate of HoldCo or ScottishPower pay any expenses of the Company,

any Company affiliate or any Company stockholder in connection with the transactions
contemplated by this Agresment.

6.14 Brokers or Finders. Each of HoldCo, ScottishPower and the
Company represents, as to itself and its affiliates, that. except as set forth on Section 6.14 of the
Company Disclosure Letter and except for any reasonable fees and expenses that may be paid by
HoldCo or ScottishPower to Morgan Stanley Dean Witter Discover, Inc. in connection with the
Scheme of Arrangement, no agent, broker, investment banker, financial advisor or other firm or
person is or will be entitled to-any broker's or finder's fes or any other commission or similar fee
in connection with any of the rransactions contemmplated by this Agreement except Salomon
Srnith Barney, whose fees and expenses will be paid by the Company in accordance with the
Company's agresment with such firm (a true and complete copy of which has been delivered by
the Comnpany to ScottishPower prior to December 6, 1998), and Morgan Stanley Dean Witter
Discover Inc. whose fees and expenses will be paid by ScottishPower in accordance with
ScottishPower's agreement with such firm (a true and complete copy of which has been delivered
by ScottishPower to the Company prior to December 6. 1998), and each of HoldCo and
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othcr such fee or commission or expcnses related thc:::c assened by any person on the basis of
any act or statement alleged to have been made by sucz party or its affiliate.

6.15 Takeover Statutes. Ifany “fairon ice" . "moratorium"”, "control
share acquisition" or other form of antitakeover statute cr regulation shall become applicable to
the transactions contemplated hersby, the Company and the members of the Board of Directors
of the Company shall grant such approvals and take such actions as are reasonably necessary so
that the transactions contemplated hereby may be consummated as promptly as pracncable on
the terms contemplated hereby and thereby and otherwise act to eliminate or minimize the effects
of such starute or regulation on the transactions comcmmatcd hereby and thereby.

6.16 Convevance Taxes. The Compazy, HoldCo and ScottishPower
shall cooperate in the preparation. execution and filing of all returns, qucstxonnau'cs applications
or other documnents regarding any real property transter or gains. sales, use, transfer, value
added, stock transfer and stamp taxes and duties. any ransfer, recording, registration and other
fees, and any similar taxes which become payable in connection with the transactions
contemplated by this Agreement that are required or permitted to be filed on or before the
Effective Time. The Company shall pay, without deduction or withholding (except where such
deduction or withholding is required by applicable law) from any amount payabie to the hoiders
of Company Common Stock, any such taxes which become payable in connection with the
transfer of Company Common Stock in exchange for the Ordinary Share Consideration and the
ADS Consideration. The Company shall also pay any stamp duty or stamp duty reserve tax
arising in connection with the issue of the HoldCo ADSs and HoldCo ADRs.

" 6.17 Rate Matters. Dunng the period commencing on December 6,
1998 and ending on the Effective Date, the Company shall, and shall cause its Subsidiaries to,
obtain HoldCo's and ScottishPower's approval, not to be unreasonably withheld or delayed prior
to initiating any general rate case and shall consult with HoldCo and ScottishPower pnor to
making any material changes in its or its Subsidiaries’ rates or charges, standards of service or
accounting from those in effect on December 6, 1998 and shall further consult with HoldCo and
ScottishPower prior to making any filing (or any amendment thereto), or effecting any

agreement, commitment, arrangement or consent, whether written or oral, formal or informal,
with respect thereto.

6.18 Tax Matters. Each of HoldCo and ScottishPower agrees that:

(a) Prior to the Closing Date, ScottishPower and HoldCo (i) will make the
elections necessary pursuant to Section 301.7701-3 of the U.S. Treasury regulations promulgated
under the Code to treat UKSub 1 and UKSub 2 as entities disregarded as separate from
ScottishPower and HoldCo and (ii) will not change such election during the period beginning on

the date such election is effective for U.S. federal income tax purposes and ending on the date
that is three years after the Closing Date..




(b)  Throughout the period beginning on the date the election described in
Section 6.18(a) of this Agresment is effective for U.S. federal income tax purposes and ending
on the date that is three years afier the Closing Date: (1) ScomishPower and HoldCo will not
make an election under Section 301.7701-3 of the U.S. Treasury regulations to treat UKSub 1 or
UKSub 2 as an association taxable as a corporation: (ii) ScomushPower, before the Share
Transfer, will directly own the whole of the share capital of UXSub 1 and UKSub 2. and
HoldCo. after the Share Transfer, will directly own the whole of the share capital of UKSub 1

and UKSub 2; and (iii) ScottishPower and HoldCo will cause UKSub 1 and UKSub 2 to directly

own all of the equiryinterests in the Parmership. Prior to the Closing Date, ScottishPower and
HoldCo shall cause the Share Transfer to occur.

(©) Throughout the period beginning at the Effective Time and ending on the
date that is three years after the Closing Date, the Parmership will directly own all of the_
Common Stock of the Surviving Corporation, except for contribution to a conrrolled subsidiary
described in Code Section 368(a)(2)(C) and the regulations promulgated thersunder. ’

(d) Throughout the period beginning at the Effective Time and ending on the
date that is three years after the Closing Date. none of HoldCo, ScottishPower, UKSub 1, UKSub
2, the Parmership, nor any other affiliate of HoldCo or ScouishPower will redeem, acquire,
convert, exchange, or cause the Company or any affiliate of the Company to acquire, convert or
exchange or arrange for another person o acquire, convert or exchange any. of the ADS
Consideration or the Ordinary Share Consideration. uniess HoldCo has received a written
opinion of counsel that such action will not cause those persons who were stockholders of the

Company at the time of the Merger to recognize gain or loss for US federal income tax purposes
either with respect to the Merger or with respect to a subsequent exchange or conversion;

(e) Neither HoldCo, ScottishPower nor any affiliate of HoldCoor
ScottishPower will, directly or indirectly, pay any expense incurred by (i) the Company, (ii) any
affiliate of the Company or (iii) any Company stockholder. in each case, in connection with the

transactions contemplated by this Agrsement.

H For a period of three years following the Closing Date, without the receipt
of a written opinion of counsel that such action will not affect the tax-free status of the ,
transactions contemplated by this Agreement, neither HoldCo nor any affiliate of HoldCo, will,
directly or indirectly, (i) make contributions (whether or not in exchange for shares) or loan
additional funds to (x) the Company, (y) any affiliate of the Company or (z) any escrow account,
trust or other fund established to pay any expenses incurred by the Company, any affiliate of the
Company or any Company stockholder in comnection with the transactions contemplated by this
Agreement or (ii) permit the Company or any Company affiliate to incur additional indebtedness
guaranteed by HoldCo or any HoldCo affiliate;

(g) Neither HoldCo nor any affiliate of HoldCo will, directly or indirectly
reimburse (or otherwise pay) any amounts paid to the holders of $1.28 Series, $1.18 Series or .
$1.16 Series no par serial preferred stock of the Company in comnection with the redemption of
their preferred stock prior to the Closing Date. ‘




(h)  Neither HoldCo, ScottishPower nor any affiliate of HoldCo or
ScottishPower will, directly or indirectly, acquire any Company stock except for the Company
stock acquired solely in exchange for the ADS Consideration or the Ordinary Share
Consideration unless acquired directly from the Company.

6.19 Dividends. HoldCo hersby acknowledges its intention, following
the Effective Time, to adopt a practice of paying, with respect to HoldCo Ordinary Shares and
HoldCo ADSs, quarterly dividends on regular quarterly dividend dates in roughly equal amounts.
After the date hereof, each of HoldCo, ScottishPower and the Company shall coordinate with the
other with respect to the declaration of dividends in respect of HoldCo Ordinary Shares and
Company Common Stock and the record dates and payment dates with respect thereto prior to
the Effective Time, with the intention that the holders of Company Common Stock recsive
dividends in respect of the Company Common Stock for all periods prior to the Effective Time
but do not receive dividends on the ADS Consideraticn and the Ordinary Share Consideration
after the Effective Time in respect of periods prior to the Effective Time.

ARTICLE VII
'CONDITIONS

701 Conditions to Each Partv's Obligation to Effect the Merger. The

respective obligation of each party to effect the Merger is subject to the fulfillment, at or pricr to
the Closing, of each of the following conditions:

(2)  Stockholder Approval, This Agresment shall have been approved by the
requisite vote of the stockholders of the Company under the BCA and the shareholders of
ScottishPower shall have approved the Merger. -

(b)  Registation Statement: State Securities Laws. The Registration Statement
shall have become effective in accordance with the provisions of the Securities Act, and no stop
order suspending such effectiveness shall have been issued and remain in effect and no
proceeding seeking such an order shall be pending or threatened. HoldCo shall have received all
state securities or "Blue Sky" permits and other authorizations necessary to issue the HoldCo
ADSs pursuant to this Agreement and under the Company Stock Plans after the Merger.

(¢)  Exchange Listing. The LSE shail have agreed to admit to the Official List
(subject to allotment) the new HoldCo Ordinary Shares to be issued in connection with the
Merger and such agreement shall not have been withdrawn and the HoldCo ADSs issuable to the
Company stockholders in the Merger and under the Company Stock Plans after the Merger in

accordance with this Agreement shall have been authorized for listing on the NY SE, upon
official notice of issuance. ‘

(d)  HSR Act. Any waiting period (and any extension thereof) applicable to
the consummation of the Merger under the HSR Act shall have expired or been terminated.

(e) Injunctions or Restraints. No court of competent jurisdiction or other
competent Governmental or Regulatory Authority shall have enacted, issued, promulgated.




enforced or entered any law or order (whether temporary, preiiminary or permanent) which is
then in effect and has the effect of making illegal or otherwise restricting, preventing or

prohibiting consummation of the Merger or the other transactions contemplated by this
Agreement.

H Exon-Florio. The review and investigation under Exon-Florio shall have -
been terminated and the President shail have taken no action authorized thereunder.

(8 Power Act: Atomic Energy Act. The final approval of (i) the FERC and
(ii) the Nuclear Regulatory Commission under the Atomic Energy Act, with respect to the
Merger and the transactions contempliated by this Agreement shall have been obtained.

(h)  H.M. Treasurvy Consent. HoldCo or ScottishPower (as required) shall
have received consent from H.M. Treasury pursuant to Section 765 of the U.X. Income and

Corporation Taxes Act 1988 in respect of the Merger and any other matter contemplated hereby,
or confirmation that no consent is required.

(1) Governmental and Regulatorv Consents and Approvals. Other than the
filings provided for by Section 1.03 and any filing required in connection with the registration or
exemption of HoldCo under the 1935 Act, all consents. approvals and actions of, filings with and
notices to any Governmental or Regulatory Authority (inciuding under the HSR Act and Exon-
Florio Act and-the approvals by FERC pursuant to the Power Act) required of HoidCo,
ScottishPower, the Company or any of their Subsidiaries to consummate the Merger and the
other marters contemplated hereby shall have been made or obtained (as the case may be) and
become Final Orders (as defined in this Section below), and such Final Orders shall not,
individually or in the aggregate, contain terms.or conditions that would have, or would
reasonably be expected to have, a material adverse effect on the Surviving Corporation and its
Subsidiaries, taken as a whole. A "Final Order" means an action by the reievant Governmental
or Regulatory Authority that has not been reversed, stayed. enjoined, set aside, annulled or
suspended. with respect to which any waiting period prescribed by applicable law before the
transactions contemplated hereby may be consummated has expired, and as to which all

conditions to the consummation of such transactions prescribed by applicable law, regulation or
order have been satisfied.

, @ Other Consents and Approvals. The consent or approval of each person
(other than a Governmental or Regulatory Authoriry) whose consent or approval is required of
HoldCo, ScottishPower, the Company or any of their Subsidiaries tinder any Contract in order to
consummate the Merger and the other transactions contemplated hereby shall have been
obtained, except for those consents and approvals which. if not obtained, would not have, or -
would not reasonably be expected to have. 2 material adverse effect on the Company and its

Subsidiaries taken as a whole or on the ability of HoldCe. ScottishPower or the Company to
consummate the transactions contemplated hereby. '

®) UK Fair Trading Act. Any of

1) the Office of Fair Trading (the "OFT") shall have indicated in
writing that the Secretary of State for Trade and Industry (the "SOS") in the
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exercise of his powers under the Fair Trading Act 1973 (the "FTA™) does not
intend to refer the Merger or any mansl reiating thereto to the Monopolies and
Mergers Commission ("MMC™); or '

(i)  inthe event of an MMC reference, the MMC shall have conciuded
that the Merger does not or may not oe expected to operate against the public
interest; or :

(iii)  if onareference the NMMC shall have concluded that the Merger
does or may be expected to operate against the public interest, the SOS shall have
indicated in writing that it is his intention to approve the Merger,

provided that if any indication by the SOS referred 10 in (i) or (iii) above is subject to
undertakings, assurances or any other terms or conditions. such undertakings, assurances, terms
or conditions would not have, or would reasonably be expected not to have, individually or in the
aggregate, a material adverse effect on the HoldCo Group taken as a whole.

) UK Reeuiators. Each of the Office of Electricity Regulation ("OFFER™)
and the Office of Water Services ("OFWAT") shail have indicated:

- @® that it is not its intention to seek any modifications to any
conditions of the licenses or appoinmments held by any member of the HoldCo
Group under any applicable statute. law, regulation, order or determination which
would have, or would reasonably be expected to have, individually or in the
aggregate, a material adverse effect on the HoldCo Group taken as a whole; and

(i)  thatit will give such consents and/or directions (if any) as are
necessary or appropriate with respect to such licenses or appointments in
connection with the Merger on terms which would not have, or would reasonably
be expected not to have, individually or in the aggregate, a material adverse effect
on the HoldCo Group taken as a whole.

, (m) UK Undenakings/Assurances. Neither OFFER nor OFWAT shall have
sought undertakings or assurances from any memoer of the HoldCo Group which would have, or .

would reasonably be expected to have, individually or in the aggregate, 2 material adverse effect
on the HoldCo Group taken as 2 whole.

702 Conditions to Obligation of HoldCo. ScottishPower and Merger
' Sub to Effect the Merger. The obligation of HoldCo, ScottishPower and Merger Sub to
effect the Merger is further subject to the fulfillment. at or prior to the Closing, of each of the
following additional conditions (all or any of which may be waived in whole or in part by
HoldCo, ScottishPower and Merger Sub in their soie discretion):

(@) Representations and Warranties. The representations and warranties made
by the Company in this Agresment shall be true and correct, in all material respects, taken as a
whole, as of the Closing Date as though made on and as of the Closing Date or, in the case of
representations and warranties made as of a specified date earlier than the Closing Date on and as




of such earlier date (provided. however, that for purposes of this paragraph (a), no effect shall be
given to the reference to the dé.;e December 6, 1998 in the first paragraph of Article III), except
as affected by the transactions contemplated by this Agreement. and the Company shall have
delivered to HoldCo a certificate, dated the Closing Date and executed in the name and on behalf

of the Company by its Chairman of the Board, President or any Executive or Sentor Vice
President, to such effect. '

() Performance of Obligations. The Company shall have performed and
complied with, in all material respects, the agresments. covenants and obligations, takenas a
whole, which are required by this Agreement to be so performed or complied with by the
Company at or prior to the Closing, and the Company shall have delivered to HoldCo a
certificate, dated the Closing Date and executed in the name and on behalf of the Company by its
Chairmmian of the Board, President or any Executive or Senior Vice President, to such effect.

(©) Material Adverse Effect. Since December 6, 1998, no material adverse
effect shall have occurred with respect to the Company and its Subsidiaries taken as a whole and
there shall exist no facts or circumstances arising after December 6, 1998, which in the aggregate
would, or insofar as reasonably can be foreseen. could. when taken together with any breaches or
violations of any representations, warranties, covenants and agreements of the Company
contained herein, have 2 material adverse effect on the Company and its Subsidiaries taken as a
whole. For purposes of this Section 7.02(c), (1) any tax benefits relating directly to the structure
of the transactions contemplated by this Agreement as of the date hereof which are not realized
by HoldCo or ScottishPower, and (ii) any adverse effects on the Company and its Subsidiaries
‘resulting from general economic or financial conditions. shall not be taken into account in
determining whether a material adverse effect has occurred under this Section 7.02(c).

. (d) Tax Opinion. HoldCo, ScottishPower and the Partnership shall have
received the opinion, based on appropriate representations of the Company, HoldCo and "
ScottishPower, of Milbank, Tweed, Hadley & McCloy LLP. special counsel to HoldCo and
ScottishPower, dated on or about the date on which the Registration Statement (or the last
amendment thereto) shall have become effective. which opinion shall have been confirmed in
writing on and as of the Closing Date, to the effect that the Merger will constitute a
"reorganization” within the meaning of Code Section 368() and that no gain or loss will be
recognized for US federal income tax purposes by the stockholders of the Company who
exchange Company Common Stock for HoldCo ADSs or Merger Ordinary Shares pursuant to

the Merger (except with respect to cash received in lieu of fractional HoldCo ADSs or Merger
Ordinary Shares).

- (e) Proceadings. All proceedings to be taken on the part of the Company in
connection with the transactions contemplated by this Agresment and all documents incident
thereto shall be reasonably satisfactory in form and substance to HoldCo, and HoldCo shall have
received copies of all such documents and other evidences as HoldCo may reasonably request in

order té establish the consummation of such transactions and the taking of all proceedings in
connection therewith.




7.03 Conditions to Obligation of the Company to Effect the Merger. _
The obligation of the Company to effect the Merger is further subject to the fulfillment, at or
prior to the Closing, of each of the following additionai conditions (all or any of which may be
waived in whole or in part by the Company in its sole discretion): ’

(a)  Representations and Warranties. The representations and warranties made
by HoldCo, ScottishPower and the Parmership in this Agresment shall be true and correct, in all
material respects, taken as a whole, as of the Closing Date as though made on and as of the
Closing Date or, in the case of representations and warranties made as of a specified date earlier
than the Closing Date, on and as of such earlier date (provided, however, that for purposes of this
paragraph (a), no effect shall be given to the reference to the date December 6, 1998 and the date
of this Agreement in the first paragraph of Article IV hereof), except as affected by the
transactions contemplated by this Agreement. and HoldCo, ScottishPower and Merger Sub shall
each have delivered to the Company a certificate, dated the Closing Date and executed in the
name and on behalf of HoldCo by its Chairman of the Board, President or any Executive or
Senior Vice Pr?sidént or any Executive Director. in the name and on behaif of ScottishPower by
its Chairman of the Board. President or any Executive or Senior Vice President and in the name

and on behalf of Merger Sub by its Chairman of the Board, President or any Vice President, to
such effect. ‘

() Performance of Obligations. HoldCo, ScottishPower and Merger Sub
shall have performed and complied with, in all material respects, each agreement, covenant and
obligation required by this Agresment to be so performed or complied with by HoldCo,
ScottishPower or Merger Sub at or prior to the Closing, and HoldCo, ScottishPower and Merger

Sub shall each have delivered to the Company a certificate, dated the Closing Date and executed
in the name and on behalf of HoldCo by its Chairman of the Board, President or any Executive
or Senior Vice President or any Executive Director, in the name and on behalf of ScottishPower
by its Chairman of the Board, President or any Executive or Senior Vice President and in the

name and on behalf of Merger Sub by its Chairman of the Board, President or any Vice
President, to such effect. ‘

(c) Material Adverse Effect. Since December 6, 1998, no materiai adverse
effect shall have occurred with respect to HoldCo, ScottishPower and their respective
Subsidiaries taken as a whole and there shall exist no facts or circumstances arising after
December 6, 1998 which in the aggregate would, or insofar as reasonably can be foreseen, could,
when taken together with any breaches or violations of any representations, warranties,
covenants and agreements of HoldCo and ScottishPower contained herein, have a material
adverse effect on HoldCo, ScottishPower and their respective Subsidiaries taken as a whole. For
purposes of this Section 7.03(c). any adverse effects on HoldCo, ScottishPower and their
respective Subsidiaries resulting from general economic or financial conditions shall not be taken

into account in determining whether a material adverse effect has occurred under this Section

7.03(c).

: (@) Tax Ovinion. The Company shall have received the opinion, based on
appropriate representations of the Company, HoldCo and ScottishPower, of Stoel Rives LLP,
counsel to the Company, and LeBoeuf, Lamb, Greene & MacRae, LLP, ‘special counsel to the




Company, dated on or about the date on which the Regisation Statement (or the last amendment
thereto) shall have become effective, which opinion shail have been confirmed in writing on and

-

as of the Closing Date to the effect that the Merger wiil constitute a "reorganization” within the
meaning of Code Section 368(a) and that no gain or ioss will be recognized for US federal
income tax purposes by the stockholders of the Company who exchange Company Commen
Stock for HoldCo ADSs or Merger Ordinary Shares pursuant t0 the Merger (except with respect

to cash received in lieu of fgactiqnai HoldCo ADSs or Merger Ordinary Shares).

(¢)  Proceedings. All proceedings to be taken on the part of HoldCo,
ScottishPower and Merger Sub in connection with the Tansactions contemplated by this
Agreement and all documents incident thereto (other than documentation relating to the Scheme
of Arrangement) shall be reasonably satisfactory in form and substance to the Company, and the
Company shall have received copies of all such documents and the documentation relating to the
Scheme of Arrangement and other evidences as the Company may reasonably request in order to

establish the consummation of such transactions and the taking of all procesdings in connection
therewith.

: ARTICLE VIII
TERMINATION, AMENDME;\T AND WAIVER

8.01 Terminaton. This Agresment may be terminated, and the )
transactions contemplated hereby may be abandoned. at any time prior to the Effective Time,

whether prior to or after the Company Stockholders' Approval or the ScottishPower
Shareholders' Approval: ‘ !

@) By mutual written agresment of the parties hereto duly authorized by
action taken by or on behalf of their respective Boards of Directors;

(b)  By-either the Company or HoldCo upon notification to the non-
terminating party by the terminating party:

). at any time after the date which is nine (9) months following
December 6, 1998 if the Merger shall not have been consummated on or prior to such
date and such failure to consummate the Merger is not caused by a breach of this
Agresment by the terminating party; provided. however, that if on such date HoldCo,
ScottishPower and the Company and their respective Subsidiaries have not recsived all of
the approvals required in order to satisfy the conditions set forth in Section 7.01(i) but all
other conditions to effect the Merger shall be fulfilled or shall be capable of being
fulfilled, then, at the option of either HoldCo or the Company (which shall be exercised
by written notice), the term of this Agreement shall be extended until the expiration of
such date which is eighteen (18) months after December 6, 1998; '

(i) ifthe Company Stockholders' Approval or the ScottishPower
Shareholders' Approval shall not be obtained by reason of the failure to obtain the

requisite vote upon a vote actually held ata mesting of such stockholders or shareholders,
or any adjournment thereof, called therefor; ' ‘




(iii) ~ if there has been a material breach of any representation, warranty,
covenant or agreement on the part of the non-terminating party set forth in this
Agreement (determined in all cases as if the terms "material” or "materially” were not
included in any such representation or warranty), which breach is not curable or, if
curable, has not been cured within thirty (30) days following receipt by the non-
terminating party of notice of such breach from the terminating party which breach, when
taken together with any other breaches of representations, warranties, covenants and
agreements of the non-terminating party contained in this Agresment, has or would
reasonably be expected to have a material adverse effect on the Company and its
Subsidiaries taken as a whole; or

(iv)  if any court of competent jurisdiction or other competent
Governmental or Regulatory Authority shall have issued an order making illegal or
otherwise preventing or prohibiting the Merger and such order shall have become final
and nonappealable;

(©) By the Company upon five (3) days’ prior notice to HoldCo if (i) the
Board of Directors of the Company determines in good faith. that a failure to terminate this
Agreement could reasonably be expected to result in a breach of its fiduciary duties to
stockholders imposed by law by reason of an unsolicited bona fide Alternative Proposal meeting
the requirements of clauses (B) and (C) of Section 5.07 having been made; provided that

i (A)  The Board of Directors of the Company shall have been advised by
outside counsel, that notwithstanding a binding comrmitment to consummate an
agreement of the nature of this Agreement entered into in the proper exercise of its
applicable fiduciary duties, and notwithstanding all concessions which may be offered by
HoldCo in negotiations entered into pursuant to clause (B) below, a failure to reconsider
such commitment as a result of such Alternative Proposal could reasonably be expected
to result in a breach of its fiduciary duties to stockholders imposed by law, and

_ (B)  pror to any such termination. the Company shall. and shall cause its
respective financial and legal advisors to, negotiate with HoldCo to make such
adjustments in the terms and conditions of this Agresment as would enable the Company
to proceed with the transactions contemplated hersin on such adjusted terms;

and provided further that the Company's ability to terminate this Agreement pursuant to this

clause (i) is conditioned upon the prior payment by the Company to HoldCo of any amounts
owed by it pursuant to Section 8.02(b);

or (ii) the Board of Directors of HoldCo (or any commuinee thereof) shall have withdrawn or
modified in 2 manner materially adverse to the Company its approval or recommendation of this
Agreement or the Merger; or

__ (d) By HoldCo if the Board of Directors of the Company (or any committes
thereof) (i) shall have withdrawn or modified in 2 manner matenally adverse to HoldCo its
approval or recommendation of this Agreement or the Merger, (ii) shall fail to reaffirm such
approval or recommendation upon HoldCo's request, (iii) shall have approved, recommended or




taken no position wuh respect 10 an Alternative Proposai to the stockholde's of the Company or
(iv) shall resolve to take any of the foregoing actxons. or

(e) By the Company if there has been a Change of Control after the Scheme
Date and prior to the Effective Time. A "Change of Conmol" shall occur if any of the following
appheS‘ (A) Any "Person”, as such term is used in Sections 13(d) and 14(d) of the Exchange Act
is or becomes the "beneficial owner" (as defined in Rule 13d-3 under the Exchange Act), directly
or indirectly, of securities of HoldCo representing 30 percent or more of the combined voting
power of HoldCo's outstanding capital stock; (B) the shareholders of HoldCo approve a merger
“or other consolidation of HoldCo with any other company, other than a merger or consolidation
effected to xrnplememt a recapitalization of HoldCo (or similar transaction) in which no Person
acqulrcs more than 30 percc'xt of the combined voting powe" of HoldCo's then outstanding
securities; (C) a tender or exchange offer is made for the ordinary shares of HoldCo (or securiues
convertble into ordinary shares of HoldCo) and such offer results in a portion of those securities
being purchased and the offercr after the consummarion of the offer is the beneficial owner (as
determined pursuant to Section 13(d) of the Exchange Act), directly or indirectly, of securities
representing at least 30 percent of the voting power of outstanding securities of HeldCo; or (D)
HoldCo seils 30 percent or more of its shares of ScotishPower to a buyer that is not a member of
HoldCo controlled group of co'noratmns

8.02 Effect of Termination. (2) If this Agreement is validly terminated
by either the Company or HoldCo pursuant to Section 8.01. this Agreement will forthwith
become null and void and there will be no liability or obligation on the part of either the
Company, HoldCo or ScottishPower (or any of their respective Representatives or affiliates),
except (i) that the provisions of Sections 6.13. 6.14 and 6.16. this Section 8.02. and Sections 9.10
and 9.11 will continue to apply following any such termination, (ii) that nothing contained heremn
shall relieve any party hereto from liability for willful breach of its representations, warranties,

covenants or agresments contained in thxs Agresment and (iii) as provided in paragraphs (b) and
(c) below

, _ (b) ~ In the event that any person or group shall have made an Altemative
Proposal and thereafter (i) this Agreement is terminated (x) by the Company pursuant to Section
8.01(c)(i), (y) by HoldCo pursuant to Section 8.01(b)(iii) or Section 8.01(d) or (z) by either party
pursuant to Section 8.01(b)(ii) as a result of the Company Stockholders' Approval not being
obtained or (ii) this Agreement is terminated for any other reason (other than by reason of the
breach of this Agreement by HoldCo or pursuant to Section 8.01(b)(ii) as a result of the
ScottishPower Shareholders' Approval not being obtained or Section 8.01(c)(ii)) or 8.01(e).and,
in the case of this clause (ii) only, a definitive agresment with respect to such Altemnative
Proposal is executed within one year after such termination, then the Company shall pay to
HoldCo by wire transfer of same day funds, either on the date contemplated in Section 8.01(c)if

apphcable or otherwise, within two (2) business davs after such amount becomes due, a
termination fes of $250, 000,000.

(c) In the event that this Agresment is terminated by the Company following 2
Change of Control, then HoldCo shall pay to the Company, by wire transfer of same day funds,
within two (2) business days following such termination. a termination fee of $250,000,000.
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~ (d) Inthe event that this Agresment is terminated by either party pursuant to
Section 8.01(b)(ii) in circumstances in which the terminarion fee set forth in clause (b) above is
not payable. (i) in the case of the Company Stockholders' Approval not being obtained and the
ScottishPower Shareholders' Approval having been obtained. the Company shall pay to HoldCo
(ii) in the case of the ScottishPower Shareholders' Approval not being obtained and the Company

Stockholders” Approval having been obtained, HeldCo shail pay to the Company, in each case an
amount equal to $10,000,000.

(¢)  If the Company fails promptly to pay the amount due pursuant to the
preceding paragraphs, and in order to obtain such payment. HoldCo or Merger Sub commences a
suit which results in a judgment against the Company for the fee set forth in such paragraph, the
Company shall pay to HoldCo or Merger Sub, as the case may be, its cost and expenses
(including reasonable attorneys' fees and expenses) in connection with such suit, together with
interest on the amount of the fee at the prime rate of The Chase Manhattan Bank in effect on the
date such payment was required to be made..

8.03 Amendment. This Agreement may be amended. supplemented or
modified by action taken by or on behalf of the respective Boards of Directors of the partes
hereto at any time prior to the Effective Time, whether prior to or after the Company
Stockholders' Approval or the ScottishPower Shareholders' Approval shall have been obtained,
but after such adoption and approval only to the extent permitted by applicable law. No such
amendment, suppiement or modification shall be effective uniess set forth in a written instrument
duly executed by or on behalf of each party hereto.

804 Waiver. Atany time prior to the Effective Time any party hereto,
by action taken by or on behalf of its Board of Directors, may to the extent permitted by
applicable law (i) extend the time for the performance of any of the obligations or other acts of
_the other parties hereto, (ii) waive any inaccuracies in the representations and warranties of the
other parties hereto contained herein or in any document delivered pursuant hereto or (iii) waive
compliance with any of the covenants. agreements ot conditions of the other parties hereto-
contained herein. No such extension or waiver shall be effective unless set forth in a written
instrument duly executed by or on behalf of the party extending the time of performance or
waiving any such inaccuracy or non-compliance. No waiver by any party of any term or
condition of this Agreement, in any one or more instances. shall be deemed to be or construed as
a waiver of the same or any other term or condition of this Agreement on any future occasion.

ARTICLE IX
GENERAL PROVISIONS

9.01 Non-Survival of Representations. Warranties. Covenants and
Agreements . The representations, warranties, covenants and agreements contained in
this Agresment or in any instrument delivered pursuant to this Agreement shall not survive the
Merger but shall terminate at the Effective Time, except for the agreements contained in Article I
and Article II. in Sections 5.01(0), 5.02(k). 6.09, 6.10.6.11. 6.12. 6.14,6.16 and 6.18, this




Article IX and the agresments of the "affiliates” of the Company delivered pursuant to Section
6.04, which shall survive the Effective Time.

9.02 Notices. All notices, requests and other communications
hereunder must be in writing and will be deemed 10 have been duly given only if delivered

personally or by facsimile transmission or mailed (first class postage prepaid) to the parties at the
following addresses or facsimiie numbers:

If to HoldCo, ScottishPower, the Parmership or Merger Sub, to:

Scottish Power pic

1 Atlantic Quay

Glasgow G2 8FP

Facsimile No.: 011-44-141-248-8300
Attn: Company Secretary

with a copy to:

Milbank, Tweed. Hadley & McCloy LLP
1 Chase Manhaman Plaza

New York, N.Y. 10005

Facsimile No.: (212) 530-5219

Attn: M. Douglas Dunn

and to:

Freshfields

65 Fleet Stree:

London EC4Y 1HS

Facsimile No.: 011-44-171-832-7001
Attn: Simon Marchant

If to the Company, to:

PacifiCorp

700 N.E. Multnomah

Portland, Oregon 97232-4116

Facsimile No.: (503) 813-7250

Attn: Execurive Vice President and Chief Operating Officer .

with a copy to:

Stoel Rives LLP

900 S.W. Fifth Avenue

Suite 2300

Portland, Oregon 97232
Facsimile No.: (503) 220-2480




Atm: Dexter E. Martin
and to:

LeBoeuf, Lamb. Greene & MacRae. LLP
125 West 35th Street
New York, NY 10019
Facsimile No.: (212) 424-8500
Attm: William S. Lamb

All such notices, requests and other communications will (i) if delivered
personally to the address as provided in this Section. be desmed given upon delivery, (ii) if
delivered by facsimile transmission to the facsimile number as provided in this Section, be
deemed given upon receipt, and (iii) if delivered by mail in the manner described above to the
address as provided in this Section, be deemed given upon receipt (in each case regardless of
whether such notice, request or other communication 1s rece ived by any other person to whom a
copy of such notice. request or other communication is to be delivered pursuant to this Section).
Any party from txmc to time may change its address. racsimile number or other information for

the purpose of notices to that party by giving notice specifving such change to the other parties
hereto. j

9.03 Entire Acreement: Incorporation of Exhibits. (a) Subject to
parazraph (c) below, this Agresment supersedes all prior discussions and agreements among the
parties hersto with respect to the subject matter herect. other than the Confidentiality Agreement,
which shall survive the execution and delivery of this Agreement in accordance with its terms,
and contains, together with the Confidentiality Agreemen. the sole and entire agresment among
~ the parties hereto with respect to the subject marter hereof.

() The Company Disclosure Letter. the ScottishPower Disclosure Letter and
any Exhibit or Schedule attached to this Agreement and referred to herein are hereby

incorporated herein and made 2 part hereof for all purposes as if fully set forth herein.

(c) Notwithstanding the execution of this Agreement by the parties hereto on
the date hereof, this Agreement (other than this Section 9.03(c) which shall have immediate -
effect) shall not take effect until the Scheme Date; provided. however, that upon the Scheme of
Arrangement becoming effective, this Agreement shall be deemed to have been in full force and
effect since the date hereof. Prior to the Scheme Date. the Original Agreement shall continue in
full force and effect. If ScottishPower gives written notice to PacifiCorp that the Scheme of
Arrangement will not become effective, the transactions contemplated by the AOngmal
Agreement will proceed as if no notice under Schedule II of the Original Agreement had been
received and this Agreement had not been entered into. ‘

9.04 [Intentionally Omitted.]

9.05 Public Announcements. Except as otherwise required byhlaw or
the rules of any applicable securities exchange or national market system or any other Regulatory
Authonw (including the U.K. Takeover Panel) , so long as thxs Agrcemcnt is in effect, HoldCo,




ScottishPower and the Comnanv will not. and will rot permit any of their respective Subsidiaries
or Representatives to, issue or cause the publication of any press release or make any other
public announcement with respect to the transacticns contempiated by this Agreement without
the consent of the other party, which consent shail not be unreasonably withheld. HoldCo,
ScottishPower and the Company will cooperate with each other in the development and
distribution of all press releases and other public announcements with respect to this Agresment
and the transacrions contemplated hereby, and will furnish the other with drafts of any such
releases and announcements as far in advance as practicable.

9.06 No Third Partv Beneficiarv. The terms and provisions of this
Agreement are intended solely for the benefir of each party hereto and their respective successors
or permitted assigns, and except as provided in Sections 6.09. 6.10, 6.11 and 6.12 (which are
intended to be for the benefit of the persons entitled to therein, and may be enforced by any of

such persons), it is not the intention of the parties to confer third-party beneﬁcxary rights upon
any other person.

9.07 No Assignment: Binding Effsct. Neither this Agreement nor any
right, interest or obligation hereunder may be assigned by any party hereto without the prior
written: consent of the other parties hereto and any arempt 1o do so will be void, except that
HoldCo may cause Merger Sub to assign any or all of its rights, interests and obligations
hereunder to another direct or indirect wholly-owned Subsidiary of HoldCo, Erovxded that any
such Subsxchary agrees in writing to be bound by all of the terms, conditions and provisions
contained heremn. This Agresment is binding upon. inures to the benefit of and is enforceable by
the parties hereto and their respective successors and assigns.

.

9.08 | Headings. The headimzs used in this Agreement have been

inserted for convenience of reference oniy and do not define, modify or limit the provisions
hc"cof :

9.09 Invahd Provisions. [f any provision of this Agreement is held to
‘be illegal, invalid or unenrorceable under any present or future law or order. and if the rights or
obligations of any party hereto under this Agresment will not be materially and adver scly
affected thereby, (i) such provision will be fully severable. (ii) this Agreement will be construed
and enforced as if such illegal, invalid or unenforceable provision had never comprised a part
hereof, and (iii) the remaining provisions of this Agreement will remain in full force and effact

and will not be affected by the illegal, invalid or uncqforc..able provision or by its severance
herefrom.

9.10 Goveming Law. Except to the extent that the BCA is mandatorily
applicable to the Merger and the rights of the stockholders of the Constituent Corporations, this
Agreement shall be governed by and construed in accordance with the laws of the State of New

York applicable to a contract executed and performed in such State, without giving effect to the
conflicts of laws principles thereof.

9.11 Submission to Jurisdiction: Waivers. Each of ScottishPower,
HoldCo (on behalf of itself and Merger Sub), the Parmership, UKSub 1, UKSub 2 and the







Company irrevocably agree that any legal action or procesding with respect to this Agresment or
for recognition and enforcement of any judgment in respect hereof brought by another party
hereto or its successors or assignis may be brought and dztermined in the Supreme Court of the
State of New York in New York County or in the United States District Court for the Southern
District of New York, and each: of ScottishPower, HoldCo (on behalf of itseif and Merger Sub),
the Parme'snm, and the Company hereby 1r'evocab1v submits with regard to any such action or
proceeding for itself and in respect to its property, genc"ally and unconditionally, to the
nonexclusive jurisdiction of the aforesaid courts. Any service of process to be made in such
action or proceeding may be made by delivery of process in accordance with the notice
provisions contained in Section 9.02. Each of SconishPower, HoldCo, the Parmership, Mergcr
‘Sub, and the Company hereby xrrevocably waives, and agrees not to assert, by way of motion, as
a defense, counterclaim or otherwise, in any action or procc"dmg with respect to this Agreement,
(a) the defense of sovereign immunity, (b) any claim that it is not personaily subject to the
jurisdiction of the above-named courts for any reason other than the failure to serve process in
accordance with this Section 9.10. (c) that it orits property is exempt or immune from
jurisdiction of any such court or from any legal process commenced in such courts (whether
through service of notice, attachment prior to judgment. artachment in aid of execution of
judgment, execution of Judgm-"n or otherwise), and (d) to the fullest extent permirted by
apphcable law that (i) the suit. action or procesding'in any such court is brought in an
inconvenient forum, (it) the venue of such suit, action or proces ding is improper and (iii) this
Agreement, or the subject marter hereof, may not be enforced in or by such courts.

9.12 Enforcement of Agre ment. The parties hereto agree that
irreparable damage would occur in the event that any of the provisions of this Agreement was
not performed in accordance with its specified terms or was otherwise breached. Itis
accordingly agreed that the parties shall be entitled to an injunction or injunctions to prevent
breaches of this Agreement and to enforce specifically the terms and provisions hereof in any

court of competent jurisdiction. this being in addition 10 any other remedy to which they are
entitled at law or in equity.

19.13  Cerain Definitions. As used in this Agreement:

(a) except as used in Sections 2.03(b). 3.02(c), 3.17 and 6.04, the term
"affiliate.” as applied to any person, shall mean any other person directly or indirectly
controlling, controiled by, or under common control with, that person; for purposes of this
definition, "control" (including, with correlative meanings, the terms "controlling," "controlled
by" and "under common control with"), as applied.to any person, means the possession, directly
or indirectly, of the power 1o direct or cause the direction of the management and policies of that
person, whether through the ownership of voting securities, by contract or otherwise;

(b) a person will be deemed to "beneficiallv" own securities if such person
would be the beneficial owner of such securities under Rule 13d-3 under the Exchange Act,

including securities which such person has the right to acquire (whether such right is exercisable '
lmmedxateiy or only after the passage of time);
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(d) Inthe event that this Agreement is terminated by either party pursuant to
Section 8.01(b)(ii) in circumstances in which the terminarton fee set forth in clause (b) above 1s
not payable. (i) in the case of the Company Stockholders' Approval not being obtained and the
ScottishPower Shareholders’ Approval having been obtained. the Company shall pay to HoldCo
(ii) in the case of the ScottishPower Shareholders’ Approval not being obtained and the Company

Stockholders" Approval having been obtained, HoldCo. shall pay to the Company, in each case an
amount equal to $10,000,000.

(e) If the Company fails promptly to pay the amount due pursuant to the
preceding paragraphs, and in order to obtain such payment, HoldCo or Merger Sub commences a
suit which results in a judgment against the Company for the fee set forth in such paragraph, the
Company shall pay to HoldCo or Merger Sub, as the case may be, its cost and expenses
(including reasonable attorneys' fees and expenses) in connection with such suit, together with
interest on the amount of the fee at the prime rate of The Chase Manhattan Bank in effect on the
date such payment was required to be made..

8.03 Amendment. This Agreement may be amended. supplemented or
modified by action taken by or on behaif of the respective Boards of Directors of the parties
hereto at any time prior to the Effective Time, whether prior to or after the Company
Stockholders' Approval or the ScottishPower Shareholders' Approval shall have been obtained,
but after such adoption and approval only to the extent permitted by applicable law. No such
amendment, supplement or modification shall be effective unless set forth in a written instrument
duly executed by or on behalf of each party hereto.

8.04 Waiver. At any time prior to the Effective Time any party hereto,
by action taken by or on behalf of its Board of Directors, may to the extent permitted by
applicable law (i) extend the time for the performance of any of the obligations or other acts of
_the other pames hereto, (ii) waive any inaccuracies in the representations and warranties of the
other parties hereto contained herein or in any document delivered pursuant hereto or (iii) waive
compliance with any of the covenants. agreements or conditions of the other parties hereto -
contained herein. No such extension or waiver shall be effective unless set forth in a written
instrument duly executed by or on behalf of the party extending the time of performance or
waiving any such inaccuracy or non-compliance. No waiver by any party of any term or
condition of this Agreement, in any one or more instances. shall be deemed to be or construed as
a waiver of the same or any other term or condition of this Agreement on any future occasion.

ARTICLE IX
GENERAL PROVISIONS

9.01 Non-Survival of Representations. Warranties. Covenants and
Agreements . The representations, warranties, covenants and agreements contained in
this Agresment or in any instrument delivered pursuant to this Agreement shall not survive the
Merger but shall terminate at the Effective Time, except for the agreements contained in Article I
and Article II, in Sections 5.01(0), 5.02(k). 6.09, 6.10.6.11. 6.12. 6.14, 6.16 and 6.18, this




Article IX and the agreements of the "affiliates" of the C ompany delivered pursuant to Section
6.04, which shall survive the Effective Time.

9.02 Notices. All notices, requests and other‘Eofpmunications
hereunder must be in writing and will be deemed to have been duly given only if delivered

personally or by facsimile transmission or mailed (first ciass postage prepaid) to the partes at the
following addresses or facsimiie numbers:

If to HoldCo, ScottishPower, the Parmership or Merger Sub, to:

Scottish Power pic

1 Atlantic Quay

Glasgow G2 8FP

Facsimile No.: 011-44-141-248-8300
Atm: Company Secretary

with a copy to:

Milbank, Tweed. Hadley & McCloy LLP
1 Chase Manharan Plaza

New York, N.Y. 10005

Facsimile No.: (212) 530-5219

Atm: M. Douglas Dunn

and to:

Freshfields

65 Fleet Street

London EC4Y 1HS

Facsimile No.: 011-44-171-832-7001
Attm: Simon Marchant

If to the Company, to:

PacifiCorp
700 N.E. Multnomah
Portland, Oregon 97232-4116
- Facsimile No.: (503) 813-7250
Attn: Executive Vice President and Chief Operating Officer .

with a copy to:

Stoe] Rives LLP

900 S.W. Fifth Avenue

Suite 2300

Portland, Oregon 97232
Facsimile No.: (503) 220-2480




Atm: Dexter E. Martin
and to:

LeBoeuf, Lamb. Greene & MacRae. LLP
125 West 55th Street :

New York, NY 10019

Facsimile No.: (212) 424-8500

Attn: William S. Lamb

All such notices, requests and other communications will (i) if delivered
personally to the address as provided in this Section, be desmed given upon delivery, (ii) if
delivered by facsimile transmission to the facsimile number as provided in this Section, be
deemed given upon receipt, and (iii) if delivered by maii in the manner described above to the
address as provided in this Section, be deemed given upon receipt (in each case regardless of
whether such notice, request or other communication is received by any other person to whom a
copy of such notice. request or other communication is to be delivered pursuant to this Section).
Any party from time to time may change its address. facsimile number or other information for

the purpose of notices to that party by giving notice specifving such change to the other parties
hereto. - ) ‘

9.03  Entire Acreement: Incorporation of Exhibits. (a) Subjectto
paragraph (c) below, this Agreement supersedes all prior discussions and agreements among the
parues hereto with respect to the subject matter hereof. other than the Confidentiality Agreement,
which shall survive the execution and delivery of this Agreement in accordance with its terms,
_and contains, together with the Confidentiality Agreemen. the sole and entire agreement among
the parties hereto with respect to the subject marter hereof.

(b)  The Company Disclosure Letter. the ScottishPower Disclosure Letter and
any Exhibit or Schedule artached to this Agreement and referred to herein are hereby
incorporated herein and made a part hereof for all purposes as if fully set forth herein.

(c) Notwithstanding the execution of this Agreement by the parties hereto on
the date hereof, this Agreement (other than this Section 9.03(c) which shall have immediate
effect) shall not take effect until the Scheme Date; provided. however, that upon the Scheme of
Arrangement becoming effective, this Agreement shall be deemed to have been in full force and
effect since the date hereof. Prior to the Scheme Date. the Original Agreement shall continue in
full force and effect. If ScottishPower gives written notice to PacifiCorp that the Scheme of
Arrangement will not become effective, the transactions contemplated by the Original
Agreement will proceed as if no notice under Schedule II of the Original Agreement had been
received and this Agreement had not been entered into. '

9.04 [Intentionally Omitted.]

9.05 Public Announcements. Except as otherwise required by law or
the rules of any applicable securities exchange or national market system or any other Regulatory
Authority (including the U.K. Takeover Panel), so long as this Agreement is in effect, HoldCo,




ScottishPower and the Comnanv will not, and wiii cot permit any of their respective Subsidiaries
or Represenratives to, issue or cause the publication of any press reiease or make any other
public announcement with respect to the transactions contempiated by this Agreement without
the consent of the other party, which consent shall not be unreasonably withheld. HoldCo,
ScottishPower and the Company wiil cooperate with each other in the development and -
distribution of all press releases and other public announcements with respect to this Agreement
and the wansactions contemplated hereby, and will furnish the other with drafts of any such
releases and announcements as far in advance as practicable.

9.06~ No Third Party Beneﬁciarv, The terms and provisions of this
Agreement are intended solely for the benefit of each party hereto and their respective successors
or permirted assigns, and except as provided in Sections 6.09. 6.10, 6.11 and 6.12 (which are
intended to be for the benefit of the persons entitled to therein, and may be enforced by any of

such persons), it is not the i mte'mon of the parties to confer third-party beneficiary rights upon
any other person.

9.07 No Assienment: Binding Effect. Neither this Agreement nor any
right, interest or obhgauon nereunder may be assigned by any party hereto without the prior
wrirten consent of the other parties hereto and any aempt to do so will be void, exc ept that
HoldCo may cause Merger Sub to assign any or all of its rights, interests and obligations
hereunder to another direct or indirect wholly-owned Subsidiary of HoldCo, provided that any
such Subsidiary agrees in writing to be bound by all of the terms, conditions and provisions
contained herein. This Agresment is binding upon. inures to-the benefit of and is enforceable by
the parties hereto and their respective successors and assigns.

9.08 Headings. The headings used in this Agreement have been

inserted for convenience of reference only and do not define, modify or limit the provisions
hereof. - ‘

. 9.09 Invahd Provisions. Ifany provision of this Agreement is held to
be illegai, invalid or unenforceanle under any present or furure law or order. and if the rights or
obligations of any party hereto under this Agreement will not be materially and anversciy
affected thereby, (i) such provision will be fully severable. (ii) this Agreement will be construed
and enforced as if such illegal, invalid or unenforceable provision had never comprised a part
hereof, and (iii) the remaining provisions of this Agreement will remain in full force and effect

and will not be affected by the illegal, invalid or uncnforc=-ablc provision or by its severance
herefrom. .

9.10 Goveming Law. Except to the extent that the BCA is mandatorily
applicable to the Merger and the rights of the stockholders of the Constituent Corporations, this
Agreement shall be governed by and construed in accordance with the laws of the State of New
York applicable to a contract executed and performed in such State, without giving effect to the
conflicts of laws principles thereof.

9.11 Submission to Jurisdiction: Waivers. Each of ScottishPower,
HoldCo (on behalf of itself and Merger Sub), the Parmership, UKSub 1, UKSub 2 and the




Company irrevocably agree that any legal action or procesding with respect to this Agresment or
for recognition and enforcement of any judgment in respect hereof brought by another party
hereto or its successors or assigris may be brought and datermined in the Supreme Court of the
State of New York in New York County or in the United States District Court for the Southern
District of New York, and each of ScottishPower, HoldCo (on behalf of itseif and Merger Sub),
the Parmership, and the Company hereby irrevocably submits with regard to any such action or
proceeding for itself and in respect to its property, gc'xc*ally and unconditionally, to the
nonexclusive jurisdiction of the aforesaid courts. Any service of process to be made in such
action or proceeding may be made by delivery of process in accordance with the notice
_provisions containéd in Section 9.02. Each of ScottishPower, HoldCo, the Parmership, Merger
Sub, and the Company hereby urevocably waives, and agrees not to assert, by way of motion, as
a defense, counterclaim or otherwise, in any action or proceﬂdmg with respect to this Agresment,
(a) the defense of sovereign immunity, (b) any claim that it is not personally subject to the
jurisdiction of the above-named courts for any reason other than the failure to serve process in
accordance with this Section 9.10. (c) that it or its property is exempt or immune from
jurisdiction of any such court or from any legal process commenced'in such courts (whether
through service of | notice, attachment prior to judgment. attachment in aid of execution of
judgment, execution of Judgmc 1t or otherwise), and (d) to the fullest extent permitted by
apphcablc law that (1) the suit. action or proceeding'in any such court is brought in an
inconvenient forum, (11) the venue of such suit, action or proceedmg 1s improper and (iii) this
Agre-mem or thc subject matter hereof, may not be enforced in or by such courts.

9.12 Enforcement of Acrreemeqt The parties hereto agree that
irreparable damage would occur in the event that any of the provisions of this Agreement was
not performed in accordance with its specified terms or was otherwise breached. It is
accordingly agreed that the parties shall be entitled to an Injunction or mjuncuons to prevent
\J
breaches of this Agreement and to enforce specifically the terms and provisions hereof in any

court of competent jurisdiction, this being in addition to any other remedy to which they are
 entitled at law or in equxty

| 9.13 Certain Definitions. As used in this Agreement:

(a) eexcept as used in Sections 2.03(b). 3.02(c), 3.17 and 6.04, the term
“affiliate.” as applied to any person, shall mean any other person directly or indirectly
controiling, controiled by, or under common control with, that person; for purposes of this
deﬁmuon "control” (including, with correlative meanings, the terms "controlling,"” "controlled
by" and "under common control with"), as applied.to any person, means the possession, directly
or indirectly, of the power to direct or cause the direction of the management and policies of that
person, whether through the ownership of voting securities, by contract or otherwise;

(b) a person will be deemed to "beneficiallv" own securities if such person
would be the beneficial owner of such securities under Rule 13d-3 under the Exchange Act,

including securities which such person has the right to acquire (whether such nght is exercisable
unmcdxately or only after the passage of time);
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(c)  theterm "business dav" means a day other than Saturday, Sunday or any

day on which banks located in the State of Oregon or London. England are authorized or
~obligated 1o close;

(d) theterm "knowledge" or any similar formulation of "knowiedge" shall
mean, with respect to ScottishPower or the Company, the actual knowiedge afier due inquiry o
the executive officers of ScottishPower or the Company and their Subsidiaries, set forth in
Section 9.12(d) of the ScottisnPower Disclosure Letter or Section 9.12(d) of the Company
Disclosure Letter and. with respect to HoldCo, the actual knowledge after due inquiry of the
Executive Directors of HoldCo immediately prior to the Ez ective Date;

(e) any reference: to any event, change or effect having a "material adverse
effect" on or with respect to an entity (or group of entities taken as a whole) means such event,
change or effect is materially adverse to the business. properties, assets, liabilities, financial
condition or results of operations of such entity (or of such group of entities taken as a whole);

(t) the term "New Facilities” means new revolving credit facilities and/or
amendme'xts to existing revolving credit facilities of not more than £2.6 billion in the aggregate
on terms which are not significantly less favorabie taken as a whole than the RCF;

(8)  theterm "person” shall mciude individuals, corporatxons, parmerships,
trusts, other entities and groups (which term shall include a "group” as such term is defined in
Section 13(d)(3) of the Exchange Act); '

(h)  the term "RCE" means the Revolving Credit Facility dated June 24, 1996
‘between, inter alia. ScottishPower, th the Royal Bank’ of Scotland plc and Union Bank of
Smtzerland (the "RCE™); -

(i)  the "Representatives" of any entity means such entity's directors, officers,

employess, legal, investment banking and financial advisors. accountants and any other agents
and representatives; : i

@ except as used in Sections 3.02(d) and 3.17, the term "Subsidiary" means,
with respect to any party, any corporation or other organization, whether incorporated or
unincorporated, of which miore than fifty percent (50%) of either the equity interests in, or the
voting control of, such corporation or other organization is, directly or indirectly through
Subsidiaries or otherwise, beneficially owned by such party.

(k)  "Scheme Consents" means the consents, clearances and approvals referred
to in Schedule I;

4y "Scheme Document" means the document, including an explanatory

statement, to be sent to the sharsnolders of ScottishPower in connection with the Scheme of
Arrangement.

(m)  any reference to "transactions contemplated hereby," "transactions
contemplated hereunder," "transactions contemplated by this Agreement,” "transactions
npl: P ) g .




contemplated under this AP.I‘E:m:'xt or any simiiar forzuiation shall inciude the transaction
contemplated by the Scheme of Arrangement: provided. however. that the reference to such
phrase appearing in the parenthetical clause in the inTocuctory paragraph of Section 5.02 shall
not inciude the wransaction contemplated by the Scheme of Arrangement.

9.14  Countermans. This Agreement may be executed in any number of
- counterparts, each of which wili be deemed an original. sut all of whmh together will constitute
one and the same instrument.

9.15 WAIVER OF JURY TRIAL. EACH PARTY HERETO HEREBY
WAIVES, TO THE FULLEST EXTENT PERMITTED BY APPLICABLE LAW, ANY RIGHT
[T MAY HAVE TO A TRIAL BY JURY IN ANY LEGAL PROCEEDING DIRECTLY OR
INDIRECTLY ARISING OUT OF OR RELATING TO THIS AGREEMENT OR THE
TRANSACTION CONTEMPLATED HEREBY (WHETHER BASED ON CONTRACT, -
TORT OR ANY OTHER THEORY). EACH PARTY HERETO (A) CERTIFIES THAT NO
REPRESENTATIVE, AGENT OR ATTORNEY OF ANY OTHER PARTY HAS
REPRESENTED, EXPRESSLY OR OTHERWISE. THAT SUCH OTHER PARTY WOULD
NOT, IN THE EVENT OF LITIGATION, SEEK TO ENFORCE THE FOREGOING WAIVER
AND (B) ACKNOWLEDGES THAT IT AND THE OTHER PARTIES HERETO HAVE
BEEN INDUCED TO ENTER INTO THIS AGREEMENT BY, AMONG OTHER THINGS,
THE MUTUAL WAIVERS AND CERTIFICATIO\S INTHIS SECTION




13097 TR MILIANK TWESSELZIZIS7207I2:73223T TC S1SEIVSTISISNTYR.e3

IN WITNESS WHEREQF, ezca party nerets nas caused this Agreasmenttobe
signed by its officer thereunte duly authorized as of ine dat= first above written.

NEW sc"omsé‘ POWER PLC

T

I\amc. M. UAfeil
PRt J5 o 4

SCOTTISH POWERPLC

By: Wm

Name: T.M. LIStk
Title: | Didzerre

NA GENERAL PARTNERSHIP
By: Scottish Power NA 2 Limited,
C erai Parmer

By: 45111./72(/

Name: T M. RUIsE
Tltle: DiREcAL.

PACIFICORFP

By:_ \/],Ox/”u/’(- - rf’?‘"———\

-\

Narze: Riem™20 7. 0 PR v
Title: .:‘/aa Ao

For purposes of Section 2.01 only:
SCOTTISKE POWER NA 1 LIMITED

s Al T

Name: T M. Qutses
Title: DIk

For purpeses of Section 2.01 only'
SCOTTISH POWERNA 2 LIMITED

By: W TZZ/

N_ e =.oa. CUISELL

e




SCHEDULE I
SCHEME CONSENTS

The approvai of the Scheme of Arrangemenc by 2 majority in number
represenang three-fourths in value of the ScotishPower Shareholders

present and vodng (either in pemon or by proxy) ar the meeting
convened by the Courr.

The approvai of the Scheme of Amangement and the reduction in the
capial of ScartishPower, the increase in share capital, the capitalisation of
new ScottshPower Shares and the grandng of autherity to the directors
of SecrrishPower to allot such Shares, in each case for the purposes of the
Scheme of Amzngement by 2 specizl resoludon of ScatdshPower.

The consent in writing of the ScomishPower Special Shzf:fmldcr to- the

Scheme of Amngement ind the proposed amendments
ScowishPower's Ardcles of Associadon, and the 3

amendmens by 2 special resoludon of ScotdshPower.

to

pproval of such

The sanctien by the Court of the Scheme of Armngement (with or
withour modification) arid the confirmadon by the Court of the

reduction in capital by the canceilzdon of ScotishPower Shares required
28 pars of the Scheme of Armangement. '

The approval in writing of the mansaction to be efeczed by the Scheme
of Arrangement by the Secretary of Stare for Scotland and by each UK
‘Regulazor whose consent is required, or considerad by ScordishPower to
be necessary, under the temms of each licence, appointment or other
authorisaton held by any member of the ScotashPower Group.,

An indicagon on satisfactory termns by the Secretary of State for Trade
and Indusery and by each UK Reguiator, 25 appropriate, thae it is not his
intenidien to seek, a5 a result of the Tansacdon ta be efected by the
Scheme of Amangement, any revocadon of or modificadon to any
licence, appoinanent or other autherisation heid by any member of the
ScortsnPower Group, exezpt on sadsfactory terms.

Neither the Secretary of Sare for Scotland nor any UK Regulator having.
sought, a5 2 result of the Scheme of Arrangement, underwakings or

asurances fom any member of the ScottshPower Group, except on
utsiceory terms.

The agreement of the LSE to admit the crdinary shares of HoldCo issued
and to be issued pursuane w the Scheme of Armangement to the Official

List of the LSE (subject only allormens) and such agreement not being
withdrawn prior to the Scheme Daze.
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The receipe, in each ease on sadsfctory terms, by HoldCa of

(i) clearances from the Inland Revenue under secton 138 of the
Taxaton of Chargeable Gains Act 1992 and under secdon 707 of

the Income and Corporation Taxes Act 1988 in respect of the
Scheme of Arrangement: and -

(i) confirmaden a3 to che :pplican'on of section 136 of the Taxatien
of Chargesble Gains Act 1992 in repect of the Scheme of

The consent under the RCF of the Majority Banks (a5 defined therein)

to the Scheme of Arrangernenr, and/or the replacament of the RCF (in

whole or in part) with the New Facilities under which o such consent is
ired (or consenc hag been given). L

Confrmation tom the Ewropean Inverrment Bank thar it will nec
require the prepayment of any loan to ScomishPower or iz subsidiaries ag
2 revult of the change of control of SeamishPower which the Scheme of
Amngement will result in, In the absence of such confirmation,
‘ScordshPower may decide to prepay any such loan, :

The HoldCo ADRG to be issued punuint 0 the Scheme of Arrangement

shall have been authorised for lisdng on the NYSE, upon official nodiee
of issuance.

' The execution of the replacement ‘depan't agreement in rﬁpect of the
HeoldCo ADR; puruant ta Section 6.06(b).

A regismadon saremenr to be fled under the Securities Exchange Astof
1934 shall have been Sled by HoldCo and declareg effecgve by the SEC.

The approval of HoldCa's ordinary shareholders (where required, by 3
special resolution) (3) to the adoption or umendment of HoldCa's Artcles

of Asseciation in accordance with Section 4.01(a) (and to the proposed

changes to HoldCa's Amicles of Assaciation referred to in Section 6.03(c)

if the 1ame are t be efective on or pror ta the Scheme Dats), (ii) to

increxe the authorised share capital of HoldCo, and to give the directors

of HoldCa authority w alloe shares undes seczion 80 of the Companies

Act 1985, in respect of the ordinary shares of HoldCo t be issued

Armngement and the Merger and otherwise

disapply suauaty pre-emption dghte (iv) to

repurchase iz own shares (v) ™ change HeldCo's

name conditional upen the Scheme of Amangement becoming efective

and (vi) to appoint direcrory.

Such other approvals, prier to the Scheme Date, of the Shareholders of
HoldCo, the board of HaldCo and the board of ScortishPower s may be
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required to implement and give 222t o the Scheme of Armangement and
the terms of this Agreement.

The filing of ordess, resurns ind ctler documens wich the Registrar of

Companies in Scadiand or with the Court in order to obrain the sansten

of the Courr for, and to give eS2et to, the Scheme of Armangement,

Such filings and consensy 2 ScortshPower may reasonably consider
n with the Scheme

and/or the Merger with stock exchanges or other

Regulatory Authorities in Ausesi Cznada, Ireland, Ja

applicable jurisdiction (ocher than the US and the UK)

Definitions

-

In this Schedule I, the following defnidons appiy:

Court means the Courr of Session, Edinburgh;

ScottishPower Shares means ordinary shares of £0.50p in the capial of
ScotdishPower; and o ;

! .
N -

UK Regulator means exch of the Director Generzi of Eleceicity Supply, the
Director General of Water Services, the Directar General of Gas Supply, and
the Direcor Generai of Telecommuniczdons.

om satisfactory terms means on terms which are satisfaceory o Holdes and which
would not, or would not teasonably be expected to, have, individually or in the
REregats, 2 matenai adverse efecr on the Holdes Group wken as 2 whale.
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SCHEDULE IT
THE ARTICLES OF ASSOCIATION OF HOLDCO

HoldCo's Articles of Association will have the principal differences from the
current Articles of Asediadon of ScomishPower

reiarred o below. There will
also be some differences of 3 minor or tachrical miture which have not besn

included below. Holdeo’s Arcles of Associadon will also include any changes
requested by the ScomishPower Special Sharzhoider or by the LSE and agreed to
by ScomishPower. '

The number idendfing each provision of HaldCo's proposed Articles of

Anoc';z;:'on corresponds (except where otherwise stated) to the numbering of
the current ScordshPower Aricles of Associadan. ’

(a) Article 6(E} (The Redeemable Shares)

There is no eguivalent of this proposed ar=cle in ScowdshPower's currenc
Articles of Associadon. It will ser out the

nghss acaching to non-votng
redeemable shares whi;h it is intended thar HeldCo will issue in order to have

the minimum issued capital required to obwmin 2 trading cerificare under
section’'117 of the Companies Act 1985.

) Artide 7 (The HoldCo Special Share)

This article, which will ser oue the righes aztaching to the one shace of £lin the

capital of HoldCo w0 be issued w the ScorshPower Special Shareholder
pusuant to the Scheme of Armangement (the “Holdco Special Share™), will be
amended from the comparable ScomishPower article so thar each of the
following mzmers will also be desmed to be 2 varizdon regquiring prior consent
in writing of the holder of the HoldCo Speciai Share: "

(i) the giving by HeldCo of any consent oz dgresment to any amendment

to, deledon of or alteration to the effect of, arvicle 7 of the Articles of
Associadon of ScormishPower (save as referred to below): B

the giving by HoldCo of any consent or igresment to the creadon or
issue of any shares in the capital of ScotishPower other than an issue of
shares upon the issue of which HoldCo will own the full legal and
benefcial interest in, and coneol, shares i the capical of ScomishPower
carrying at least 85 per cenc. of the vodng Tights exercisable on a poll at
general meezings of ScoishPower:

_the disf:cnl by HeldCo of any of the shares in ScowishPower or of any

rghss or interest thercin, or the enteting into by HoldCo of any

igreement or arangement wath respect to such shares, or the exercise of
any voung or other rghws attaching to such shares, such chat HoldCo
would cease to own the fisll legal and benedcial incerest in, and conwol,
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sharss in the capin] of ScotishPower carmang at least 85 per cent. of the

vodng righs exercisable on 2 poil at genesal meeangs of ScomishPower:

the giving oy HoldCo of any consenc or agresment to any abrogadon,
variadon, waiver or medificacen of any of the righs or privileges
aazhing to any shares in ScamishPower such that HoldCo would cease
t0 own the full legal and beneficiai incerese in, and conwol, shares in the
capiai of SeamishPower camTying at least 83 per cent. of the voting rights

exercisable on 3 poll at generai mesangs of ScatdshPower: and

any other et or omission to et by HoldCo or the Direczors of New
ScowishPower which resuiss in HoldCo ceasing to own the full legal and
beneficial inzeresc in, and conwol, shares in the capinl of ScottshPower
carTying at east 85 per cenr. of the voung rights exercisable on 3 poll ar
general meesngy of ScomishPower, ' '
The existng ardcie 7 of ScomishPower's Arncles is to be deleted and repiaced by
an ardele which ensures that the evens set out

in paragraphs (i), (i) and (v
above do not occur withoue the prior written consent of 'HoldCo.
ScottshPower's Ardeles of Assocadon will also include any changes reguesced
by the ScomishPower Special Sharehoider and agre=d to by ScomishPower,

()  Artide 50 (Disclosure of Intereses in Shares)

This ardcle, which will telate to the disclosurs of intersses in shares, will be

amended from the comparable ScouishPower. ardicle to remove references to

cermin interim arrzngemens included in ScottishPower's Articles in connection
with the inidal flotation of ScorsshPower.

(d)  Artlcle 51 (Limications on Shareholdings)

This argcle, which will ser oue restricdons on persons helding or controiling the
Hight o cast 15 per cent. or more of the votes at general meszings, will be
amended from the comparable ScotishPower ardcle to remove references to
Certun interim amzngements included in ScordshPower's Ardcles of Associzdon
in connecgon with the inical fomton of ScertishPower.

(e) Article 98 (Number of Directors to Retire)

.~

This aracle, which will relate to the number of direczors o redre fom ofice by
rordon, will be amended fom the comparable ScomishPower amdcle in
accordance with the new Landen Stock Exchang requirzment that all directors

shall redire by rocdon at lease every three years.

(®  Artdcle 123 (Borrowing Powers)

This artcle will, if considered necessary by ScowishPower, be amended from the

comparzble ScorsshPower article to reflect the new UK Financial Reporang
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include provisions to the efect
thae, in calculzting the borrowing limiz, as gocdwill or incangible assers will be

deducted excepe the imount that his tesm amordised in accordance with
FRS10. '

®  Ardde 130 (Interim Dividends)

which will relaze to the abdiiity of the Direceorsy 1o Pay interim

» may, if considered necessary or desirble by ScontishPower, be
amended fom the companble ScotdshPower armicle to clarify that the Direcrog
may declare and pay any dividends, incinding €nal dividends, and not juse
interim dividends. This reiates to the proposed move tg quarterly dividend

(h)  Armide 150 (ADR Depositaries)

Amendmens will be made in accorsines with Secdon 6.03(c) of this

Agreement, athough these amendmens 72y net be made prior to the Scheme
Date, '
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EXHIBIT A

Scheme of Arrangemer: |
(under section 425 of the Companies Act 1283)

hetween Scotizn Power pic and ths Scheme Sharehoiders tas nereingftar dafined)
and ta Speciat Sharehoider (as hersinafter definad)

1. Preilminary .
(A) Iz this Scheme of Arrangement, unless inconsistent with the sudject or cantext, the {ollowing
_expressions shall bear the following meanings:

business day means any day other than a Saturday or Suadsay on which banks are generaily open for
business in England snd Wales;

Court means the Court of Seasion in Edinburgh;

Court Mesting means the meeting of halders of ScontisaPewer Shares canvened by interlacutar of the
Court pursuant to section 425 of the Companies Act 1985 for @ & 1999 to consider and, if
thoughs &, approve this Scheme:

CREST_memg a reievant system: 113 defined in the CREST Reguiauans) i respect of which CRESTCa is
the operatar (as defined in the CREST Regulaucns):

CRESTCo meaas CRESTCa Limited:

CREST Regulations means the Unceruficated Securities Regulauans 1893 (SI 1995 No. 3272) as from
time to time amended:

holder includes sny person exdted by tansmission:

new ScottishPower Shares meaas new ordinary snares of SC penze each in the capital of ScottishPower;

New ScattishPower means New Scantish Power plc:

New Scotttsh Power Special Share means the special sighs ncn-voting redeemable preference share of
£1 in the capital of New ScarishPower:
New Shares means ordinary srares of {50 pence} each in the capital of New ScozishPawer:

Record Date means the business day immediately arsceding e Scheme Date;.”
'3 day y?

Scheme Date means the date on which this Scheme tecames effective

‘ in acesrdance with clause 6 of
this Scheme; ‘ "

. ~

Scheme Record Date means the business day immadiately precsding the date of the hearing of the Coust
at which the Scheme is sancusned: '

Scheme Shareholdar means a holder of Scheme Shares as at 5.30 p.n. on the Recard Date:

Scheme Shares means:

{g) all ScottishPower Shares in issue at the date of thig Scheme:

(5} all (if any) other ScomishPower Skares in issue immeciately priar to the Court Meeting: and

(=} all {if any) further 5S¢

sttishPower Shares whiex may be in issue at 5.30 p.m. on e Scheme
Record Date; ' '

ScotnishPower means Scotiish Power pig;

ScottishPower Shares mears ordinary shares of 50 pence cach in the capital of ScottishPower

ScottishPower Speciél Share means the special rights non-votng redesmable pre:’ertnﬁ: shace of £1 in
the capieal of ScortishPower:

Special Shareholder mesns ne Se:rém'y of State for Seattand, the holder of the ScanishPower Special
_ Share: )

this Scheme means this Scheme of Armangement in ity sresent form

3 Se or with tny modificaton thereaf or
addidon hereto or conditcn approved or imposed by the Court: and '




uncertificated or in uncertificazed form means recorded cx tne reisvant register as in uncerificated

s wam s W

form, being held in uncertificated form in CREST and nde 1o the gsiect of which by virtie of the CREST
Regulations may be transferres by means of CREST.

(B) The authorised share capital of ScottishPower as af the date of this Scheme is £ o  divided into

e ScomishPower Shares, of which e have been issued ard are fully paid up (and the remainder
are unissued), and one ScottishPower Speciai Share which Ras been issued and is fully paid up.

(C) New ScorishPower was incarporated as a puklic limited company on @ & 1999 under the
rame New ScatdishPower. The autharised share capital of New ScattishPower at the date of this Scheme
is£ o dividedinto e New Shares, of which ¢ have been issued and are fully paid up (and
the remainder e umssued) and the New Sc:msh?cwe' Speciai Share which has ot been issued.

(D) The purpnse of this Scheme i3 to provzd: for the canceilaZon of the Scheme Shares and the
ScottshPower Sgecial Share and the issue of new ScatisaPower Shares with an aggregate naminal valus
egual to that of the shares so cxnesiled t0 New ScorishPewer :n consideration of she allotment by New

ScorishPower of New Shares ta the Scheme Sharenoldess 1nd whe allgonent by New ScamishPower of
the New Scntuh?owef Speciai Share to the Special Sharencider,

(E) New Scamsh?ower has agreed. and it is proposed that the Specm Shareholder will agree, 10 appesr
by Counsei on the hearing of the Petition for the sancusn by the Coust of this Scheme, to consent
thereto 1nd to underiake to Be bhound thershy and to execute or procure o be executed all such
documents, wnd to do or pm—:uz to be dare all such scas 1ad things. as may be necsssary or desicable
ta be executed or dane by them respectively for the purzese of giving eiect to this Scheme.

2. The Scheme
ScattishPower Canceflation :

1.(a) The share capital of ScorshPower shall be reduced by zanceiling the Scheme Shares and the
Scnu:sh?mr Special Share.

I
L .

() Forthwith and contingendy upen the said reduction of capiml taking efect:

(i) the share capml of SconishPower snall be increased to 13 former amount by the creation of
such number of new Scanisi Power Shares a3 snadl be of an aggregate nominal amount equal

to the aggregate acminai amount of the s» rare canceosd pursuant sub-clsuse (a) of this
clause 1;

SconishPawer shall appiy the credit arinng in its bocks of accaunt on the reduction of
zapital purssusnt to sub-clause (a) of this clause | iz pxying up, i full at par, the new
SeottishPower Shares crenmd pursuant o sub<clause (B)(i) of this clause 1 and shail allot
and issue the same, credited as fully paid. 1o New Scct:thcwer and/or its nomines(s); snd

(iii) SconishPewer wiil became a wholly owned subsidiary of New ScotishPower.

New Shares

2.(a} In considerstion of the caneellation of the Scheme Shares and the SconishPower Special Share
and the issue of the new ScomishPawer Shares ta New ScotushPower and/or its nomines(s)

pursuant to clause 1 ¢f this Scheme, New ScarzsnPower shall (subjest 1o the provisions of sub-
chuze (¢} of this ciause 2):

(i) allot and issue (credited as fully pud) New Shares to the Scheme Shmnalden on the
following basis:

For each Scheme Share heid at §.30 p.m. on the Recard Date, one New Share

save that {or sny persor holding New Shares a3 at 5.30 pm. on the Recard Date his

entitement to reczive New Shares pursuant to this ciause 2 shail be reduced by the number
of New Shares ze hoids a2 that nr::a and




(i) allot snd issue (cr=dited ax fully paid) the New SczmisaPower Special Share 1o the Special
Sharehoider. :

(B The New Shares 0 be issued pusyuant to sub-clause fa)(i) of tais cisuse 2 thall rank par passu as

& single class of shares inter se and shall mank in full for ol dividends or distributians made, paid
or declared after the Scheme Date on the ordinary snare capital of New ScomishPower,
' e

The provisiors of sub-clause (a) of this clause 2 s2al 2e subject o any prohibiton or condition
imposed by law. Without preiudice to the generality of she leregoing, if, il espect of any Scheme
Sharenolder who is u citizen, resident or national of any jurisdiction outside the United Kingdom
(“overseas shareholder”), New ScoztishPower is 12vised that the allotment and issue of New
Shares pussuant to this clauwse 2 would infringe we laws of any jurisdicdon outside the United
Kingdom {{other than the US)] or would requite New ScorzshPower to sbserve any governmental
or other consent or any reqstwaton. £ling or other Isrmaiity {(other than the US)], then New
ScotishPower may deemmune that ao New Shares snall be ailored or issued ta such oversess
sharsholder under this clause 2, but shail innesd e wloned to 8 comines appointed by New

ScorishPower, as a trustee for such oveszeas sharzzoider, on terms that the nominee shall, as
soon 15 practicable following the Scheme Date. seil the New Sheres so allotted at the et price
which can reasonably be obuined and shall accouns ‘or the net proceeds of such sale (aher the
deduction of il exzenses and commissions, inciuding vaiue added tax payabie theresn) by
sencing & chegue or warrant t such overseza sharenoider it accordancs with the pravisions of

clause 3 below. None of SezmishPower, New ScomishPower, any nominee referred to in this sub-

clause (c) or any droker or agent of any of them shall have any Ssbility for any loss arising as a
resuit of the timing or terms of any such sale.

Certifcates and cayment

3.(a)

(e)

Naot later than five (5) business days afer the Schem
o the ailottees of the New Shares snd

e Date. New ScottishPower shall sead by post

o the allcties of tie New SconishPower Special Share
tllatzed and issued pursuan: i clause 2 of this Scheme corzd

rexe czruficates in respect of such shares, save
that where Scheme Shares are held in unceraSzated fermm New ScomishPower will srocure that
CRESTCa is insqucted 1 ersdit to the appropmate mesk account in CREST of the Scheme
Sharencider cancammed suct shareholdars enstiement tc New Shares.
Not later than fve (S) dusiness days following the saie of any reievant New/'Shares pussuant to

clause 2(c), New SconishPower end/or the nomises shall satixly the cash consideragan paysbie
by it by despatching 10 the per3ons respectively enutied thersto cheques and/or warrans by pest.
All certficates required o be sent by ScorzshPower suryiant to sub-clause (a) of this clause 5 and
all cheques or wwrrants required to be sent by New ScatishPower and/or any nominee referred
0 in clause 2(¢) of this Scheme shall be sent through the sostin pre-paid envelopes addressed to
the persons rezpectively enttled thers:a ar cheir respecTve sddresses appearing in the register of
members of ScorishPower at he close of business on tne Recard Date (or, in the case of jaint

holders, 13 the acdress of that one of the ‘oint hoiders whose name swands Grwt in the mpsterin
respect of the joint hoiding) or in sczordance with tly specitl insmuctaons regarding
communicauons received at the registersd cfSce of ScomisnPower #rice 1o the Recard Date.

None of ScorishPower, New ScottishPower, tny namines referred i in clause 2(c} ar any agent

of any of them shall be responuble for any loss or celsy n tansmission of cerificates, ceques or
WRITRR 3eat in accordance with this clause 3.

The preceding :ubé!mses of this clause 3 shall take s5e= xubie:: 0 any prohibitien or canditen
imposed by law. '

Cartificates represemting Schame Shares and the ScommsnPawver Sceca Share

4, With efect fom and ‘including the Scheme Date. ui
Shares and the ScotishPower S=ecia) Share 3n
holders of such shares shall bs o

seriizxtes representing holdings of Scheme
ail czase i e vaiid in retpest of such holdings wnd the
und at the request of ScamsnPower to deliver such cersficates for

canceilation to ScottishPower o7 .0 any persan appowies by ScomdshPower tg et

fzceive e same.




Mandates

5. Each mandate in {orce at 5.3C p.m. on the Recard Dais reiating to the peyment of dividends on
Scheme Shares and each inswucuon then in fosee as 10 neticss and other comumurzications from
ScattishPower shail, unless and until varied-or s=voked, =2 Zezmed as fom the Scheme Data to be ]
valid and effecdve mandate or instruction to New ScariskPawer in s=.ation (8 the correspending New
Shares to be allotted and issued pusuant 2 this Scherme. ‘ :

Scheme Date

6. This Scheme snall become eZsctive as soon as an 3Sce ccpy of the interiocutor of the Court
sanctioning this Scheme under section 425 of the Act ani zenfirming under section 137 of the Act the
reduction of capital proposed ucder this Schems shail have been duly delivered to the Registrar of
Companies {or registration and the interiocutor and relatve mizute have been registered by him

7. Unless this séhéine shall have become effecdve oncriciors @ e 1999 or such later date, if
any, as the Caurt may sllow, it shal. lapse. S

‘Modification
8. ScoritzPower and New ScomishPower may jowntly consen: on 2ehalf of all persons concerned to any

modification of or addition 1o :his Scheme or to any conaition which the Court may think fit w approve
or impose.

Datedthe & dayol e 195




EXHIBIT B

Column A Column B

Proportion of HoldCo Ordinary Shares

represented by HoldCo ADSs - not more than 75% not less than 25%

Proporton of Merger Ordinary Shares not more than 75% not less than 25%
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[Form of Affiliate’s Agresment]

[Date]

[name]

[address]

Ladies and Gentlemen:

[ have been advised that as of the date hereof may be deemed to be an "affiliata"
of PacifiCorp, an Oregon corporation (the "Companvy"), as that term is defined for purposes of
paragraphs (c) and (d) of Rule 145 of the rules and reguiations (the "Rules and Regulations") of
the Securities and Exchange Commission (the "Commission™) under the Securities Act of 1933,
as amended (the "Act"). Neither my entering into this agreement, nor anything contained herei
shall be deemed an admission on my part that [ am such an "affiliate".

Pursuant to the terms of the Amended and Restated Agreement and Plan of
Merger dated as of December 6, 1998, as amended as of January 29, 1999 and February 9, 1999
and amended and restated as of J anuary 23, 1999 (the "Merger Agreement"), by and among New
Scottish Power pic, 2 public limited company incorporated under the laws of Scotland
("HoldCo™), Scottish Power pic, a public limited company incorporated under the laws of
Scotiand, NA General Parmership, a Nevada general parmership (the "Parmership"), and the
Company providing for the merger of a wholly-owned subsidiary of the Partnership with and
into the Company (the “Merger"), and as a result of the Merger, I may receive shares of
HoldCo's American Depositary Shares, each representing four HoldCo Ordinary Shares (the
"HoldCo Securities"), in exchange for the shares of common stock, Without par value, of the

Company owned by me at the Effective Time (as defined in the Merger Agreement) of the
Merger. '

L represent and warrant to HoldCo that in such event:

A.  Ishall not make any sale, transfer or other disnositio_n of the HoldCo

Securities in violation of the Act or the Rules and Reguiations
B. [ have carefully read this letter and the Merger Agreement and discussed
its requirements and other applicable limitations upon my ability to sell, transfer or otherwise

dispose of HoldCo Securities, to the extent I felt necessary, with my counsel or counsel for the
Company. )
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2

C.  Ihave been advised that the issuance of HoldCo Securities to me pursuant
to the Merger has been registered with the Commission under the Act on a Registration
Statement on Form F-4. However, [ have also been advised that, since at the time the Merger
was submited for a vote of the stockholders of the Company I may have been deemed to have
been an affiliate of the Company and a distibution oy me of HoldCo Securiries has not besn
registered under the Act, the HoldCo Securities must be held by me indefinitely unjess (i) a
distribution of HoldCo Securites by me has been registered under the Act, (ii) a sale of HoldCo
Securites by me is made in conformity with the voiume and other limitations of Rule 145
promulgated by the Commission under the Act or (ii1) in the opinion of counse} reasonably
aceeptable to HoldCo, some other exemption from regisration is available with respect to a
proposed sale, transfer or other disposition of the HoldCo Securities by me.

D. [ understand that HoldCo is under no obligation to register the sale,
transfer or other disposition of HoldCo Securities by me or on my behalf or to take any other
action necessary in order to make compliance with an exemption from registration available.

E. ['also understand that stop transfer instructions will be given to HoldCo's
transfer agents with respect to the HoldCo Sectirities and that there will be piaced on the
certificates for the HoldCo Securities, or any substitutions therefor, a legend stating in substance:

"The shares represented by this certificare were issued in a transaction to which
Rule 145 promulgated under the Securities Act of 1933, as amended, applies. The shares
represented by this certificate may only be transferred in accordance with the terms of an
agreement dated , , between the registered holder hereof and

(the "Corporation"), a copy of which agreement is on file at the principal offices of the
Corporation.”

F. I also understand that unless the transfer by me of my HoldCo Securities
has beex registered under the Act or is a sale made in conformity with the provisions of Rule

145, HoldCo reserves the right to put the following legend on the certificates issued to my
transferee: o

"The shares represented by this certificate have not besn registered under the
Securities Act of 1933, as amended, and were acquired from a person who received such shares
in a transaction to which Rule 145 promulgated under such Act applies. The shares have been
acquired by the holder not with a view to, or for resale in connection with, any distribution
thereof within the meaning of such Act and may not be sold, pledged or otherwise transferred
except in accordance with an exemption from the registration requirements of such Act."
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It is understood 2nd agreed that the legends set forth in paragraph E and F above
shall be removed by delivery of substitute certificates withour such legend if the undersigned
shall have delivered to HoldCo a copy of a letter from the staff of the Commission, or an opinion
of counsei reasonably accepratie to HoldCo to the effact that such legend is not required for
purposes of the Act.

Very wuly vours,

Name:
Accepted this ____ dayof
, by:
NEW SCOTTISH POWER plc

NY1:#3203227v8
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o~

Richard T. O'Brien
William D. Landels
Henry H. Hewitt
Nolan E. Karras
Keith R. McKennon
Robert G. Miller

In addition, each of the Company and the ScottishPower parties agree that Section
2.01(d) of the Merger Agreement shall be amended to read as follows:

(d)  UKSub I shall continue to be the owner of a 10% general
partnership interest in the Partnership, and UKSub 2 shall
continue to be the owner of a 90% general partnership interest
in the Partnership.

Please indicate your acknowledgement and'agreement to the foregoing by signing
this letter agreement in the space provided below.

i

Very truly yours, |

SCOTTISH POWER UK. PLC

-By: :M

Name:
Title:

SCOTTISH POWER PLC

By: ML'/ I

Name: '
Title:
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PacifiCorp o
700 N.E. Multnomah .

Portland, Oregon 97232-4 116

ScottishPower

’

Ladies end Gentlemien; - - o S

Reference is hereby made to that certain Amended and Restated Agreemerit and
Plan of Merger, dated 45.0f December 6, 1998, as amended:as of January29; 1999 arid February
9, 1999, and amended 4irid réstated as of February 23; 1999 (the "Merger Agreement") by and
among Scottish Poweriple, a public limited company.incorporated under the: laws of Scotland
("HoldCo"), Scottish Power UK. plc, a public limited company incorporated under the laws of
Scotland ("ScottishPower"), NA General Partnership, 2 Nevada general parthership indirectly
wholly owned by ScottishPower (the "Partriership*) and PacifiCorp, an Oregon corporation: (the
"Company"), and with respect to Section 2.01 of the Merger Agreement, Scottish Power NA 1
Limited, a limited liability company incorporated ynder the laws of Scotland ("UKSub1") and
Scottish Power NA 2 Limited, a limited Lability company incorporated under the laws of
Scotland-("UKSub2" and, together with HoldCo, ScottishPower, the Partnership and UKSub1,
the "ScottishPower Parties"). Capithiiged géris-udedRersin, bufnot otherwise defined, shall
have the meanings assigned to such terms in the Merger Agreement. : '

~ Each of the Company and the ScottishPower Parties hereby agree that the
following persons shall be the Directors and Executive Officers of the Surviving Corporation
until their successors shall have been duly elected or-appointed and qualified or until their earlier.
death, resignation or removal in accordance with the-Surviving Corporation’s Articles of
Incorporation and Bylaws: ’ S '

Directors Executive Officers

Ian Robinson, Chairman Alan V. Richardson, Chief Executive Officer
Ian M. Russell .- Richard T. O'Brien, President & Chief Operating
Kenneth L. Vowles ) Officer - N D R

~ Alan V. Richardson :

Y T
3 & T ANy
t by =i -"'5'-‘_: '..L}
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‘Name:

Title:

SCOTTISH POWER NA 1 LIMITED

By:» _
Name:
Title:

SCOTTISH POWER NA 2 LIMITED

Name:
Title:

PACIFICORP

EVPR v

v
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