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L CERTIFICATE -

State of Oregon

OFFICE OF THE SECRETARY OF STATE
Corporation Division P'ﬂvc/vl,:,-Oé‘Cs g

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
Jor
PACIFICORP

is a true copy of the original document
that has been filed with this office.

In Testimony Whereof, I have hereunto set

my hand and affixed hereto the Seal of the
State of Oregon.

BILL BRADBURY, Secretary of State

By W (e
Debra L. Virag —/
February 13, 2006

Come visit us on the intemet at http/wvww filinginoregon.com
FAX (503) 378-4381.
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" Submit the criginal iy, N SECRETA RYOFSTATE " IS snce son omce usE ou.v

and one true copy 225508\ CorporationDivision ~ 1172195 & 4
$10.00 ‘ [fi3ts E Buslmsneg‘s“y F’-’!E@EB ‘10 UB

gt j].158 12th SleetNE . -
‘Reglstry Number: . -'"J‘ ;alem. OR. nggaltmozw - 0' 2 0 19%

1. Name of the corporation prior. t0 amendment: PacifiCdrb o

3

2. New riame of the corporati_bn (if ehanged):

3. A copy of the restated articles Is-attached.
4. Check the .appro;;riaw staiement(s)'

[X] The restated articles contain’ amendments which do not fequlre shareholder apptoval.
These amendments were duly adopted by the board of dnrectors

- [E] The restated articles contam amendments which requlra sharaholder approval The
" date of adoption of the. restated articles was ~,19___, whichisthe
data of adoption of amendments included in the festated amcles The vote of the share-
holdars was as follows: - .

Class or seﬁes of | Numberof shares Number of votes ‘Number of voles ' Numbéjo_l votes
‘shares . _ outstanding. _entitledtobecast .| - castfor - _ castagainst

5. Other provusnons. af apphmble

Execution: MW{[\_/ - _Richard T. 0'Brien, Senior Vi ce Eﬁfjdﬁm and
Signature Pnnted name Chief Financialitleofficer

Person 1o contact about this filing:  john M. Schweitzer ~(503) 872-48_;21
' ' "~ Name ° . I Daytime phone number -

Makes checks payable to the Corporatlon Division. Submit the completed form and fee to: Con'pomuon Division,
Buslness Registry, 158 12th Stroet NE, Salem,. Oregon 97310-0210. N
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mmn RF-STATED ARTICLES OF
INCORPORAT[ON
of
PACIFICORP smamav oF STATE

ARTICLE
The name of the Company is PacifiCorp.:
‘ " ARTICLE -

_ The _pur'pnses'fgf which the Co'npany is organized are the manufach 'e,_production,
generation, storage, utiltzation, pmchase, sale, supply. ,ttai_x_s:missi.on, distribution, or disposition
of electric energy, natural or, artificial gas, water o;' smm, or power producéd thereby; and the

_ transaction of any and';ll other lawful businesses for which corporations may be organized under
' the Oregon Bt;si{xcss Comomﬁon Act.
| ARTICLE III
‘(l) The total amount of the at .b.-"w' cap-"' "-'.:. of
shares, divided into 126,533 shares of 5% Preferred Stock o the stated valuc of $100 per share,
3,500,000 sham -of Serial Preferred Stack of the stated: value of $100 per sharc 16,000,000
shares of No Par Seml Preferred Stock (Ihc 5% Prefcrred Stock, the Serial Preferred Stock and
the No Par Serial Preferred Stock collecuvcly refcrred to herein as the "Semor Securities”), and
750. 000 000 shares «of Common Stock.
@ "The 5% Preferred Stock, pari passu with the other Senior Securities, shall be

entitled, but only when and as declared by the Board of Directors, out of funds legally available

* for the pay'mcnt.bf dividends, in preference to the Common Stock, to dividends at the rate of
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5 per cemnm (5%) per annum of the stated value thereof, and no more, payable quarterly on
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ruary 15. May 19, August 15 and November 15 of each year or otherwnse as the Board of

Directors may. determine (such dz'ues,_ including any changes thereof, being _heremafter referred

-

o as the *Payment Dates"), to ‘shareholders of record as of a date to be fixed by the Board of

Directors, ot exceeding thirty (30} days and not less than-ten (10) days preceding the Payment

. Dates, such.dividendé_ to be eumulatiue from the day immediately fol_lowing the last penod for

which dividends on the 5% meerreﬁ Stock of PacifiCorp. a Maine corporation, have been
declared (such date bemg hereinafter referred to as the *Accrual Date™). The Serial Pxefexred
Stock, pari passu with tb.e other Semor ‘Securities, shall be entitled, but only when and as
declared by the Board of Directors, out of funds legally available for the payment of dividends,
in preférence to the Common Stock, to dividenas at the rate or.rates, which may be subject to
adjustment, as to each series tiiereof' fixed and detennined;putsuant to Section (5) or (6) 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 detennme. such dmdends to be cumulauve from the date of issue of such

stock or as othierwise provided in Section (6) of this Article, The No P::r S\...al Preferred Stock,

-
pari passu with the other Senior Securities, shall be éntitled, but only when and as declared by
the Board of. Directors, out of fund<legally available for the phymetu of dividends, in _ptefereu;:e
to the Common Stock, to dmdends at the rate or rates, which may be subject (o adjustmeat, as
to each series thereof, fixed and determined pursuant to Section (5) ou(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 umc determine, such dividends to be cumulative from the date of issue of such stock or

as otherwise provided in Section (7) of this Article.
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(3) In the cvent of any voluntary liquidation, dissolution or winding up of the
Company, the 5% Preferred Stock, pari passu with the other Senior Securities, shall also have
a preference over. tlx:Common Stockunul $110 per share and five per centum (5%) per anmum
on the stated value thcmot‘ from and after the date on which dividends on such stock became
cumulative, shall havc been paid by dividends or distribution; the Serial Preferred Stock, pari
passu with the othcr Semor Securities, shall also have a prcfcrcnoc over the Common Stock,
until there shall have 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 resolunon of the
Board of Directors or pursuant to Section (6) of this Amele at the time of the creation of each
such series, plus the amount; if any, bvwhnchdmdem!sattlwratcorrates fixed and determined
for such stock pursuant to Section (5) or (6) of this Article, from and after the respective dates
on which dividends ol: such stock became cumnulative to the date of such distribution, exceed the
dividends actually paid thereon or declared and set apart for payme"' tl‘.e:'eon' the No Par
Serial Preferred Stock pari. passu with the other Senior Securities, shall also have a prefcn:ncc

“over the Common Stock, until there shall have been paid, by dividends or dnstnbuuon on each
share of the No Par Serial Preferred Stock, xhe amount as to each ‘series thereof fixed and
determined by rcsoluuon of the Board of Dxrectors of pursuant to Section (7) 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 stock pursuant t©0 Section (5) or (7) of th:s 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 thercon or declared and set apart

for payment thercon.
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@) Inthe eve'nf of any involuntary liquidation, dissolution or winding up of the

Company, which shall irnclude'any such liqidation, dissolution or winding up which may arise

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

ot' the Company by @ !!n Um’.ed S'.:z'.es Govermmen OF any authority, agency or instrumentality
thereof, (ii) a state of the United States or any authonty, agency or instrumentality thercof, or
(iii) a district, coopemnve or othcr association or entity not organized for profit, the 5%
Preferred Stock, pan passu with the other Senior Securities, shall also have a preference over
the Common Stock unnl the full smted value theréof and five per centum (5%) per annum
thereon from and after thz:dare on whxch dmdends on such stock became cumulatwc shall have
bee_n paid by dividends or distribution; the Sérial Preferred Stock, pan 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 en each share dt‘ the Serial Prefi'emd Stock, the full
stated value thereof, pl:x.;. the amourrt, if any, by which dividends at th'e rate or rates fixed and
determined for such stock pursunm o Secnon (5) or (6) of this Article, from and after the

pc::r«'e daica on wmcn dividends on such stock- became cumulative t the date of such
distribution..'exceed the dividends actually paid thereon or declared and set apart for payment
thereon; and the No Par Serial Prcferred Stock, pari passu with the other Senior Secunues shall
alsn have a preference over the Common S(ock unul there shall have been p:ud by dividends
or drstnbuuon or each share of the No Par Serial Preferred Stock, the amount as to each series

thereot:' fixed and determined by re$6i;iﬁon of the Board of Directors as the consideration

dxreiur 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

Int.st2£Y 1 £2838 2032
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pursuant to Secuon (5) or 0} of this Article, from and after the rcspet:twe dates on which

'-:dmdends on such stock bemmc cumulative to the date of such dxstribuuon exceed the dmdends

actually paid thereon or dac!zmd and set apart for payment thcncon

¢y The Bqar& of Directors shall have authonty by moluuon to dmdc thc Senal
Preferred Stock into sefies designated * % Serial Preferred Stock® or the *  Serial Preferred
Stock as apphcablc, and to-divide the No Par Senal Preferred Stock into series designated
'S No Par Senal Ptefcrred Stock” or thc *  NoPar Scnal Preferred Stock,” as applicable

(inserting, in &ch case, the annual dmdend rate, as fixed and detcrmmed by the Board of

_Directors for each series ‘or, lf the rate. of dmdcnds is subject to adjusuncm S0 mdu:atmg by

appropriate language) Al slmrcs of Serial Preferred Stock, irrespective of series, shall

consututc one and thé same class of stock, and all shares ot' No Par Serial Preferred Stock,

hall constimte one and the same c!ass of ;@ock. Within each such class

of stock, all shares shall be of equal rank and shall be identical in all respects except as t0

ol

~ ‘- - - - - - - -
. designation thereof and except that in establishing a series within either of s2id classes, LS

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' mcthod 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 4

cumulative;

(©) The dividend‘paymcnt dates;

1101-31263.1  $0806-002¢




@ - Thcamount 16 be paid upon redemption, if redeemable, o in the event of

voluntary hquxdauon, dnssoluuon or wmdmg up of the Company;
€ The nghts of conversion, if any, into shares of Common Stock and the
~ terms and conditions on ‘which sharés may be so converted, if the shares of any. series are issued
with the pnvnlegc of conversmn, and
(ﬁ Provnsxons if any, for the redempnon or purchase of sham wluch may
be at_the_option o_f the Company or upon the happening of a specified event or events, for cash,
at such time oi' iimes, price or pnces or rate or rates, and thh such adjustments as shall be
ﬁxed and determined by resplution of thc Board of Dnrectors or from time to time in accordance
with a method adopted by resolution of the Board of Directors at the time. of the creation of such
series;
and except further that in establishing a series of the No Par Serial Preferred Stock, the Board
‘;f Directors may also.fix and deie}xrijine.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 dwgnauon of the
series in which the shares représe'ntEd by such certiﬁcate are issued. Whenever an affirmative
votcm(-)f the Serial Preferred, Stock or the No Par Serial Preferred Stock may be.required. for any .
purpose, the shares voting shail 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 the merger of PacifiCorp, a Maine

z
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corporatid'n. and Utah. I;;r)wer &Lxght Company, a Utah corbcratioa, into the Company, being
the initial scries and the fourth through thirteenth series, mclusnve thereof.

(a_) ’l‘here is hexeby crwed an initial series of the Company’s Serial Preferred
"Stock which shall bc desngnated as 4. 52% Serial Preferred Stock and which shall consist of
2;065 shares.

. The anm_!al dnvrde.".d stz of sa.d irnua! séiics ui ihe Company’s benal Preferred
" Stock shall be four and:ﬁfty—two onc-tunﬂredths per centum (4.52%) of the stated value thereof.
The date or dates from whxch dmdends on shares of said 1mual series of the Company’s Serial
Preferred Stock shall be cumulatwe shall be the Accrual Date. The dividend payment dates for
the payment ot_' dmderxds on shares of said initial series of the Company’s Serial Preferred Stock
shall be the paym;;n Dates. | | "

The amount to be paid upon redemption of : shares of said initial series of the
Company s Senal Preferred Stock shall be $103.50 per share, plus unpaid accx.:nulated

' dividends, if any, to the date of redempuon

The amounts to be paxd in respect of shares of said initial series of the Company s
Serial Preferred Stock in the event of voluma.-y liquidation, dissolution or wmdmg up of the
Company shall bc as follows: In t.ue event of any voluntary liquidation, dissolution or winding
up of the Company. said initial series of the Comoany’s Serial Preferred Stock; pari passu with
the other Semor SecunUes, shall have a preference over thé Common Stock, until there shall
have been paid, by dividends or dlstn’buuon on w:h share of said initial series of the Company s
Serial Preferred S:c:k.':.:. amiGuui cyuai 10 the redemption price applicable to shares of said

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

1L01-51263.1  $0806-0026




dividends at the rate oi_’ 4.52% pex.- annum on the stated value thereof, from and after the date
on whit_:h dividends on such shares became cumulative to the date of such distribution, exceed
the dividends actually paid thereon or decla-md and set apart for payment thereon.

- (The second and third series of thc Serial Preferred Stock of PacifiCorp, a Maine
corporation, were redeemed on September 6. i963 and March 5, 1965, respectively.)

(h)  Thers ic hersby created 2 foumth sorics of ihie Company’s Seriai 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 --‘."..ﬂ.!:"--serieS'cf the Company’s Serial Preferred
Stock sliall be se\kn per centum (7.00‘-#) of the stated value thereof.. The date from which
dividends on shares of said fourth series of the Company’s Serizl Prefemred Stock shaill 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. 4 _

The amounts to be paid in respect o't: said fourth si'eries of the Company’s Serial
Preferred Stock in the event of voluntary liquidation, dissolution or winding \_x;io'f. the Company
M be as follows: In the event of.;ny voluntary tiquidation, dis;olutio"n .or winding up of the
Cempany, said fourth series of the Company's Serial Preferred Stock, pari ;passu with the other
Senior Securities, shall have a preference over the Common Stock, until there shall have beea

paid, by dividends or distribution on each share of said fourth series of the Company

. ol
)

e o
[ 19

Dreferzed Stock. on amoumt equai w i fuil stated 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

1201-51263.1  $58806-0036




date on which dividends on such shares became cumulative to the date of such distribution,
exceed the dividends acmally paid therecn oF Jcclared and set apant for payment thereon.

() There is hereby created a fifth scries of the Company’s Serial Preferred

Stock which shall be designated as 6.00% Serial Preferred Stock and which shall consist of

5,932 shares.

Tic annuai dividend rate of said fifth series of the Company’s Serial Preferred
.Stock shall be six pcr-centum (6.00%) of the stated value thereof. The date from which
dividends on sham of said fifth .éerics of the Company’s Serial Preferred Stock shall be
cormulative shall be the Accrual Date. The dividend payment dates for the payment of dividends
on shares of said fifth scri&s of the Company’s Serial Preferred Stock shall be the Payment
Dates, | -

The amounts to be pand in rcspect of saxd ﬁfth series of the Company S Scml
Preferred Stock in thc event of volumary liquidation, dissolution or wmdmg up of the Company
shall be as follows: In the event of any volunmiy liquidation, dissolution or winding up of the
Company, said fifth series of the Company'’s Serial Preferred Stock, pari passu with the other
Schior Securities, shall have a/ prcferenc‘c over the Common Stock until there shall have been
paid, by dividends or distribution on each share of said fifth series of the Company’s Serial
Preferred -Stock, an amount equal to the ﬁxl'l.stau:d value thereof, plus the amoum, if any, by
which dividends at the tate of 6.00% per annum on the stated value thereof, from and after the

date on whxch dividends on such sharcs becanic cumuiative 10 the date of such distribution,

exceed the dividends actually paid thercon or declared and set apan for.payment thereon.

LLO1-31163.1 $6836-002€
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@  There is hereby created a sixth series of the Company’s Serial Preferred
Stock which shall be designated as 5.00% Serial Preferred Stock and which shall consist of
42,000 shares. T -

The mnﬁéi%dividend rate of said sixth series of the Company’s Serial Preferred
Stock shall be five per ecnmm (5.00%) of the stated value thereof. The date from which
dividends on shares of smd sixth series of the Company’s Serial Preferred Stock shall be
cumulative shall be the Aocmal Date. The dividend payment dates for the payment of dividends
on shares of said s;x_t_lx'snes of the Company’s Serial Preferred Stock. shall be the Payment
Dates. B .

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

The amounts to be peud in mﬁeciof- shares of said sixth series of the Company’s

Serial Preferred Stock in the event of voluntary liquidation. dissolution or winding up of the

.Company shall be as follows: In the event Qt' 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 Qt:mor Sw.:r:u , shallhave a preference over the Common Stock., until there shall
. have been paid, by dividends ot distribution on each share of said sixth series of the Company’s
Serial Prcferred Stock, an amy equal t0 the full stated value thereof, plus the amount, if any,
by which dividends at the rate of 3. 00% per annum on the stated value thereof, from and after
the date on which dividends on such shares became cumulatwc to the date of such distribution.

exceeds the divid_cngls actually paid thereon or declared and set apart for payment thercon.
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(¢)  There is hereby created a sevemh series of the Company’s Senal Preferred

- Stock whlch shall be dcsngnated 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 thcstated value thereof.
The date. from which dividends on sr;ares of said seventh series of the Company’s Serial
Preferred Stock shallbe cumnulative shall be the Accrual Date. The dividend payment dates for
' the payment of di_vid,énds ;m shares of said seventh series of the Company’s Serial Preferred
é " . Stock shall be the Payme.n_t Dates. '

The amount to be paid up0t; rec_!emption of shares of said seventh series of the

|

; Company’s Serial Preferred Stock shall be $101.00 per- share, plus unpaid accumulated
. gr— dividends, if any, to the date of redemption. '

;é The amounts to be paid in respect of shares of said seventh series of the
' 3 ; Company’s Scnal Preferred Stock in the event of voluntary liquidation, dissolution or winding
E;’ B up of the Company shall be as follows: In the event of any voluntary hqmdauon, dissolution

RN R

or wmdmc up of the Company, said sevemh series of the Company’s Serial| Preferred Stock,
pari passu with the other Semor Securities, shall have a preferencc over the Common Stock,
until thcre shall have been pmd by dividends or dnstnbuuon on each share ot' said seventh series

of the Company’c Serial Preferred Seoclk, oI GinSuil \.qua.l i iirc fuii suted vaiue thereot, plus

__....._._.__.,_.,_
e S
T

/

e
PRGN 4}

the amount, if any, by which dividends at the rate of 5.40% per annum on the stated value

.

‘thereof, from and. aﬁer the date on which dividends on such shams became cumulative 10 the
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date of such distribution, exceed the dividends acmally paid thereon o
for payment thereon.

()  Ther is hereby created an eighth secies of the Company’s Serial meémd_
Stock which/'shall be designated as 4.12% Serial Preferred ‘Stock’ and which shall consist .ot'
69,890 shares. , _
| The annual dividend rate of said eighth series of the Company’s Serial Prcfen'ed
Stock shall be four and seventy-two one-hundredths per centum (4.72%) of the stated valuc
thereof. The date from which dividends on shares ot' said exghth series of the Company S Senal
Preferred Stock shall be cumulative shall be the Accrual Date The dmdend payment dates for
the payment of dividends"on shares of said exghxh series-of the Compax__xy s Senal 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 sharés of said eighth series of the Company’s

/
Serial Prcferred Stock in the event of voluntary hquldauon dissolition or wmdmg up of the

Company shall be as follows: Inthe event of any volumary ‘liquidation, dxssolunon or wmdmg

up of the Company, said eighth series of the Company’s Senal Prcfened Stock, pari passu with

the other Senicr SCTUniSS, shaii blavc a pn:xcn:nu: over the Common Stock, unnl there shall .

have been paid; by dividends or distribution on each share of said eighth series of the:

Compax;y's Serial Preferred Stock, an amount equal to the redemption price applicable t0 shares

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

1001-31263.%  $6806-9026
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dividends at the ratc ot' 4.12% per annum on the statcd value thereof. from and after the date
on which dwxdends on such shares became cumulative to the date of such distribution, exceed -
the dividends actually pa.d thereon o¢ declared and set apart for payment thereon.

A8 Then: is hereby created a ninth series of the Company's Sérial Prefen-ed
Stock which shail he desmnau-ﬂ as 4. 56% Serial cafarred Stock and which s .-2:..1!! consist of
84,592 shares.

"The iu'mual 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 Wthh dividends on shares of sald ninth series of the Company’s Serial Preferred

Stock shall be cumulat_ive shall be the Agcrual Date. The dividend:payment dates for the

payment of dividerds on shares of -said ninth 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 Prefen"cd. Stock shall be $102.34 per sharc, plus unpaid accumulated
dmdends if any, to the date of redemption.

The amounts to be paid in respect of shares of said ninth series of the Company s
Serial Preferred Stock in the event of voluntary liquidation, dissolution or wmdmg up of the
Company shall be as follows: In the event of any voluntary liquidatin. =~ - -..)n or winding
up of the Company, said ninth series of thc Company’s Serial Pre” 73+ % d>w. , pari passu with
the other Senior Secuﬁtie_s. shall have a i)refercncc 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 equal to the redemption pnce applicable to shares of said

LLOL-31263.1 $0806-0016




ninth series of the Company’s Seriul Preferrcc-! Stock, plus the amount, if any, by which.
dividends at the rate of 4.56% per annum on the stated value thercof. from and after the date
on which dividends on such shares became. cumulative to the éate of such distribution, cxcecd.
the dividends actually paid' thereon or dec'lareci' and set apart for payment thercon.

(The tem.h eleventh and twelfth series of the Serial Preferred Stock of PacifiCorp,
an Orcéon corporanon.' were redeemed on July 12, 1996. The thirteenth series of Serial
Preferred Stock of "’acxﬁCorp, an Oregon corporation, was redeemed on October 10". 1989. The
founcemh series of the Serial Preferred Stock of PacnﬁCorp, a Maine corporation, was redeemcd
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 rcspccti\q:e series of No
Par Serial Preferred Stock created on the effective date of the merger of PacifiCorp, 2 Maine
corporation, and Utah Power & Light Company, a Utah corporatxon. into the Company, bcmg
[he second series and the sxxth through thirteenth séries, inclusive, thereof and the respective
series of No Par Serial Preferred Stock created thereafter and prior to the date of this
restztcm‘cnt. being the fourteenth throuéh twentieth series, inclusive, thereof.

(The initizt serfes-of the No ¥ar Serial Preferred Stock of PacifiCorp, a Maine
corporation, was redesmed on May 15, 7198’1. The second series of the No Par Serial Preferred -
Stock of PacifiCorp, an Oregon corporation. was redesmed 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, reSpectiv;:ly. The sixth series

14
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and seventh- serm of No Par Scml Preferred Stock of PacxﬁCorp, an Oregon corporanon were
exchzngcd and rctu'ed on June 29, 1992).

(a) There is hereby created an eiépth series of the Company’s No Par Serial
Preferred Stock, which shall be designated -as $712 &o Par Serial Preferred Stock Said ci‘ghth
ceries of No Par Serial Preferred Siock shall consist of 500,000 shares, shiall bave a stated value

of $100 per share and shall have tt_x_c'_ljt_:!:'at'iw}g- sights and preferencés as follows:

The annual dividend on said_eighth series of the Company’s No Par Serial

Preferred Stock shall be $7.12 per share.

" Thedae from which ,&ividends on shares of said cighth series of the Company’s
No Par Serial Preferred Stock shall he cumulative shall be the Accrual Date. The dates for the
payment of dividend:; on shares of said cighth series of the Company’s No Par Serial Preferred
Stock shall be the Payment Dates.

The amounts to be paid upon optioﬁal redemption of th“ shares of said eighth

‘ series of the Company s No Par Serial Preferred Stock shall be, for the pcnod from the date

upon which dividends on said eighth series became cumulative to and mcludmg March 31, 1992

$107. 12 per share; Lhcreaftcr to and mcludmg March 31, 1997, 5104 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 datc'-'of redemption; .provided, howcver.

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

redeemable prior to April 1, 1;992. directly or inc_jirectly. 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 ltquxdauon. if the. mterest on such mdebtedness or

~ the dividends on sharcs o any SuC fcrred stock would result in an effective cost'to the

Company (computed i in accordamc with' genemlly accepted t'manctal pracuoe) of less than 7.18%
per annum. |
Asa smkmg fund for sard eighth serus ‘of No Par’ Senal Preferred Stock, the
Company shall redeem. _out of funds legally avarlable therefor, on March 31 of each year,
beguuungwuhMarch3l 1993 notlessthanlSOOOshares nor more than 30,000 shares of said
eighth series of the Company S No Par Serral Preferred Stock at'a redemptxon price equal to
$100 per share plus unpatd ,accmnulated dwtdends if any, to the date of redempuon, the optron
redeem in exoess of 15 000 shares of said eighth series of No Par Senal Preferred Stock on
any March 31 shall not be cumulauve, shares of said eighth series s of No Par Serial Preferred
Stock acquu'ed or redecmed by the Company otherwise than through operauon of the sinking
fund may, at the option of the-Company, be credited against subsequent. minimum sinking fund
reaumems if the Company shall be pmer::ed, because of restriction or for any other reason,
§rom aCquUITIg ur- rcucexmng on any iiarcn 31 the number of sharcs of said eighth-series of No
Par Senal Preferred Stock that in the absence of such resmctlon or. other reason it would be
required to acqmre or redeern'cn such date, the dcﬁcrt shall be made good on the first
succeeding March 31 on whtch the Company shall ot be prevented by such restriction or other
reason from acquiring or redeernmg shares of said eighth series of No Par Senal Preferred
StocL If the Company shall be in arrears in the redemptwn of shares of said eighth series of
5v Far 3criai Preierred thCK, no dmdends (other than dividends payable in Common Stock)

shall be paid or any other dxstnbuuon of assets made, by purchase of shares or otherwrse on

LAN1-R13€) 3 590040227
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Common Stock or on any other stock of the Company over which the No Par Serial Prefcrred
Stock has prcfcrence as to the payment of dividends or as (o assets.
In the-event of any involuntary hqmdatnon dissolution or wmdmg up ot' the
-Company satd exghth scncs of the Company’s No Par Scnal Preferred Stock, pan passu wuh
the other Senior Secunda shall have a prefcrcnce over the Common Stock until therc shall have
_been paid, by'dmdgno_s or distribution on each share of said cighth series of the Company s No
Par Serial Pr'e‘-;crrod‘-.sioék an omoum equal to'$100, plus the amount, if nnj. by which
dwndends oLSI 12 per annum from and after the date on which dividends on such sharcs
became cumulauvc to thc,date of such dls(nbuuon. exceed the dividends acmally paid thereon
or dcclarcd and set apan for paymcnt thereon.
In the event of any voluntary liquidation.‘: dissolution or winding up of the
C}ompihy. said eighth series’ of mc Co_mpany's No Par Serial Preferred Stock, pari passu wyith
the other Senior Securities, shall have a preference over the Common Stock, until there sixall
have been: paid, by dividends or distribution on each share of said cighth series of the
Company's No Par Serial Preferred Stock. an émoum equal to the then current redemption pi'icc
apphcablc (] sham of said eighth series of the Company s No Par Serial- Preferred Stock plus
the amount, if any. by which dividends of $7. 12 per annum, from and aftcr the date on which
dmdcnds-on such shares ‘became cumulative to the date of such 41smbuuon. exceed (_hc
dividends ac;uglly paid thereon or declafed and set apart for payment -u:ércc;n.
évery holder of record of said cighth series of the Company's No Par Serial

Preferred Sioc_k. or his legal representative, at the record date for the determination of persons

LL01-81263.1  36006-002¢
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entitled to votc at a meeting o of slm:choldcts. shall be enmled to one vote t‘or each ‘sharé of such
stock standing in his name.on the books of thc Compauy
®) 'l'here is hcrcby cmwd a nmth series of the Company s No Par Scnal
Preferred Stock which. shall bc desngm(ed a8 Sl .28 No Par Serial. Prcfcrned Stock’: " Said ninth
series of No Par Serial Prcfcrred S(ock shall consist of 400,000 shares, shall have a stated valuc
of $25 per sharc and shall have the rclanve rights and preferences as follows:
The annual dmdcnd on said ninth series of the Company's No Par Scnal
Preferred Stock shall be $1.28 per share.
—_ The daxc from which dividends on shares of sa:d mnth series of the Company’s
No Par Serial Preferred Stock shall bc'cumulauve shall be the day immediately t'ollowmg the
Iast pcnod for which dividends on the Cumulatwe Prcfcrrv-d Stock, £25 par valuc, of Utah
Power & Light -Company, a Utah corporation, have been declared (such date being hereinafter -
referred to as the "UP&L.Accmal Date"). The datcs:for the ;;oymcht of dividends on shares
of said ninth series of the Company's No Par Serial Prct'crred Stock shall be the Payment Dates.
The amount to be pald upon rcdempuon of the shares of said ninth series of the
‘Company’ s No Par Serial Prefcrrcd Stock “shall bc $26 35 pci share, plus unpaid accumulated
dividcnds. if any. to the date of rcdcmpdon

In the evcnt of any mvolumary liquidation, dxssolunon or wmdmg up of the

Company, said “ninth series of thc Company’s No Par Serial Preferred Stock, pari passu with the

other Senior Securities, shall have a preference over the _Co:hmonv Stock until there shall have
been pai&. by dividends or distribution on each share of said ninth series of the Company's No

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

1101-51263.1  5840€-002¢
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~ of $1.28 per- annum. from and after the date on which: dividends on such shares: became

cumulative to the date of such_ dtstnbutton, exceed the d1v1dends actually paid thereon or

declarcd and sct apart for-paymcnt thcreon

lt'i";.'t' Vent: of any voluntary ltqmdatton. dtssolutton or wmdmg up of the

_ Company, said .rtinth sens' of thc Company s No Par Senal 'Prefcrred Stock., pari passu with the

other Senior Secunttcs, shall have a prcfctence over the Common Stock. until there shall-have
been paid, by dtvxdends or distribution on each share of said. mnth series of the Company s No
Dar Serial 'E:efcnw atoclt, an amount equal to the redcmptton price apphcable to shares of said
ninth series of thc Company s No Par Serial Preferred Stock, plus the amount. if any, by which
dividends of 51.23 per annum, from and after the qat_e on which dividends on such shares
became cumulative to::thc date. of such distribution, exceed the dividends actually paid.thereon
ot- declared and set apart for payment thct'eon.

“The holc!em of sharcs of said mnth series of the Company’s No Par Serial
Preferred- Stock shall havo- no voting rights except as provided in these Restated Articles of
Incorporation and except as otherwise "'requ'ir'ed 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 Ecptosentativc;at the record date for the detonnination of persona entitled
to vote at a mectitig' of sttai'cholders. shall be entitled‘ to one-quarter (1/4) ot'_ a vote for each
share of such stock standing in his name on the books of the Com—pany-.

The shares'of said ninth series of the Company’s No Par Serial"‘l;rcfcrred Stock,

' by thctr terms, shall not be entitled to 2 sinking fund or purchace fund and chadt noe bt

convenzibic into o excliangeabic for shares of any other class or series.
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(c) 'There is hereby created a tenth series of me.Compehj’s-No Far Serial
Preferred Stock ‘which shall be desxgnated as $1.18 No Par Serial- Preferred Stock Sald tenth
series of No Par Scnal Preferred Stock shall consist of 480,000 shares, shall have a stated value
of §25 pc_r'sharc and shall have the relat—it(e rights and preferences.as foll'ows_; _
The annual diw:/idend on said tenth series of the ‘Company’s No Par Serial
Preferred Stock shall be $1.18 per share. |
The date from which dividends on shares of said tenth serics’o.i'.:the Company’s
No Par Seml Prcfermd Stock shait bc cumulanve shall be the UP&L Accrual Datc The dates
for . the ‘payment. of dwndends on shares of said.tenth series of the (‘ompany s No Par Serial
Preferred Stock shall be the Payment Dates. - : -
‘Ihe amount to be pald upon rcdcmptton of the shares of said tcnth series of the
Company’s No Par Serial Preferred Stock shall be $26.15 per share, plus unpaid accumulated

dxvxdends if any, to the date of redemption.

R R L S a b et L e B v N S T NPT NN . R L C NI
2 i et Ui Rl LW e e e e e T s Ty R

In the event of :inj' involuntary liquidation, dissolution or winding up of the
Company, said tenth scries of the Company’s No Par Serial Preferred Stock, pari passu with the
other Semor Securities, shall have a. pteference over the Common Stock until there shall have

been paxd by dividends or-distribution on each share of said teath series of the Company s No
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"Par Serial Preferred Stock, an amount equal to $25, plus the amount, if any, by which dividends
of $1.18 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

declared and set apart for navmant theracn
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In the cvcm ot‘ any voluntary hqundauon. dnssolunon or wmdmg up of thc
* Company, sandtemhscmot‘tthompanysNoParSenal Preferred Stock; pan passu thhth;: ’

other Scmor Secumlcs, shall have a preferencc over the Comrion Stock, unnl thcre shall have
been paid, by dmdmds or dxstnbuuon on each share of said tenth series of the Company s No
Par Seml Prcfcrred Stock an amiount equal to the redemption price apphcablg to sharcs of _sald
tenth series of the Company s No Par Serial. Preferred Stock. plus the amount, if any, Hy-@hgg'h
dividends of $1. 18 pcr annum. from and after the date on which dmdends on such sharcs
became cumu_lative tg the date of such dlstnbuuon, exceed the dividends acmally paid thereon
of’declared'__and setapart for paymém thercon.

Thc holders of shares of saxd tenth series of thc Company s No Par Serial
Preferred Stock ‘shall have no voting nghts cxcept as prowdcd in these Restated Articles of
Incorporation and exccpt as otherwise requircd by law. Whenever holders of shares of said
tenth series of the Company’s No Par Serial Prcferrcd__. S!_tock shal} be entitled to,' vote, cvéry
h_old;:r. or his legal representative, at the record date for the determination of pe;sons entitled

to vote at a meeting 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 books of the Company.

‘The shares of sa/id_:tcnth series of the Com;?uy’s No Par Serial Preferred Stock, )
by their terms, shall not be entitled to a sinking fund or purchase fuﬁd and shall not be
convertible into or exchangab_lc for shares of any‘othcr class or sériu.

(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 ﬁrcferred Stock. Said eleventh
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ste.  of No Par Smal Prct'crred Stock shall cormst of 200 000 sham shall have a stated value
of $25 per share and shall have the rclatwe nghts and pmfcncnccs as follows

The annual dividend.on Saxd c._e'ven_(_h’se:m ot‘thc _uompany's' No Par Serial
Preferred Stock shall be Sl 16 per share. :

Thc datc from wluch dmdends on shares of said clevemh series of the Company's
No Par Scrigl PrcfcncdS!ock shall be cum_ulanvc shall be the UP&L Accrual Date. The dates
for the payment of dividén_ds- on shares of said eleventh series of the Company's No Par Serial

Preferred Stock shall be the Payment Dates.

4

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

the Company's No Par Serial Preferred Stock shall be '. $26.11 per share, plus unpaid
accumulated dividends, if any, to the date of redemption.
| In the event of any involuntary -liquidation, dissolution or winding' up of the
Co;npany. said clchmh.serics of the Company's No. Par Serial 'Prc_t'crrcd" Siock; pari passu w:th
the other Senior Securities, shall have a preference over the Common Stock untit there-shall have
been paid. by di_videpds or ﬂistribﬁtion on each s&m of_ saiii cleventh series of the Company’s
No Par Serial Preferred Sto;:k. an améunt caual to $25, plus the amount, if any, by w'hich
, dividcn;ls of $1:16 j;cr annum/from and after the datc on which dividends on such shares
became cumulative (o the date of such distribution, exceed-he dividcnd;acmally paid thercon
or declared and set apart for payment thereon.
In the cvent of any .voluntary liquidation, dissolution br winding up of the
Company, said cleventh series of the Company’s No Par Scria! Preferred Stock, ﬁari passu \;rith

the other Senior Securities, shall have a preference over the Common Stock, until there shall
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»havc- becn paid,' by _diVidcnds ox; distribution on each share of 'siia'élévcnth series of the
" Company’s No Par Serial Prcfcrre@Stock. an amount equal (o the redemption price applicable
"t_o' shares of said cleventh series of the Company’s No Par Scnal meemed 'Stock,_ plus the
' 'amdunt. if any, by‘ which dividcn_ds of $1.16 per annum, from and aftcr thc Aam on which
dividends on such shares becamc cumulative to the &ate of such @is'tribution. exceed the
dividends actually paid thereon or declared and set aparz for payment i_*xércon.

The holders of shares of said eleventh series of the Coripany’s No Par Serial
Preferred Sloiék shall have no voting rights except as pmvided mthesc chs}atcd _Arﬁcles of
Incorporation and é:LcebLas otherwise required by law. Whenever holders _'of shares of said
eleventh series of the Conipany’s No Par Serial Preferred Siock shall be enitled to vote, every
holder, or his legal representative, at the record date for the dcter;r}ination of persons-entitled
to vot;: at. a meeting of sﬁmholdcm. shall be cntitled to one-quarter (1/4) of a vote for each
share of such stock standing in his name on the books of the Company.

4 The shares of said -eleventh series of thc Company’s No Par Serial Preferred

Stock, by their terms..shall' not be entitled to a sinking fund or pur_chasc:ﬁmd and-shall not be
co-nvcrtible into or exchangeable for shares of aﬁy other class or series. '

(The twelfth, ﬁltne!:mh. féur'_tccm.h'ang fifteenth series of the No Par Serial
. Preferred Slc;ck -of- PneiﬁCérp-.»-:-m- Oregon corporation, were redeemed on July 12, 1996,
July 12, 1'996. July 29, 1996 a.n& Decemher 29, 1092, recpeciively).

() 'X'herc is hereby created a sixteenth series of the Company's Nd Par Serial
Preferred Stock which shall be designated a5 §7.70 No Par Serial Preferred Stock. The amount

of the consideration received by the Company fixed as a preference over the Common Stock in
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the assets of the Company upon mvolumary hqmdauon and that consmum lhe s
said s:xt:cmh scncs of thc Company s No Par Scnal Prefem:d Stock is $100 pcr sha:c Sald

sixteenth scnes of thc Company (] No Par. Senal Prefcn'ed Stock shall consist o£ l 000 000

shares and shall '(hc relanvc nghts and prefercnces as follows:

The annual dividend on said sixteenth series of the Company's No Par Seiial

Preferred Stock shall be $7.70 per share.

The datc from whxch dlvxdcnds on shares of said snxtecnth series “of the
Company’s No Par Scnal Preferred Stock shall be cumulative shall be the dato of issue of such
shares. . The dates for the payment of divideads on shares of said sixteenth series of the
Company s No Par Senal Prefcrrcd Stock shall be the Payment Dates.

'l‘he shares of sald smccmh series of the Company’s No Par Serial Preferred
Stock shall not be subject to redemption at the option of the Company and shall not be subject
1o any sinking fund.

On August 15, 2001, the Compan_y shall redeem a}l Sharos of sald sixteenth series
of No Par Serial Preferred Stock then outstanding, out of funds.'legally available thcfefor*,— ata
redeription price cqual to $100 per share ;;lus unpaid accumulated dividends; if any, to the date
of rcdempt.ion. - _-‘ = .

In the event of any volup_(ary liquidation, dissolution or winding up. of ;he

Comnany_caid civtaenth soriss of :t:: .,c.‘:.par.', 5 No Tan Saiiai Preferred Stock, pari passu with

the other Senior Securities, shau have a preference over the Common Siock, until there shall

have oeen paid, by dividends or di_stribution 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,
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by which dividends of §7.70 per asnuth. from and afier the date
shares became cumulative to the date of such distribution, exceed the dividends actually paid
thereon or declared and sct-apart for [;aymem' thereon. |

Every ‘tolder ot' record.of shares of said sum:cnth series of the Company s'No Par
Serial Preferred Stock. or his legal w;: ecentative, at the record daic wr tie determination of
persons cnuded to vote at a meeting of sharcholders, .shall be entitled to one vote for each share

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

—~ .
(f)- There is heteby 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, Series 1992,
Said scvemccm.h series of No Par Serial Preferred Stock shall consist of 5,000,000 sharcs The
. amoumnt o_f\thc consideratiori ;ccewcd by- thc Company fixed as a preference over the Common
Stock in the assets of the Company upon mvoluntary liquidation, dissolution or winding up of
the Co'i?xpany and that cons‘iimt_es the stated value of said seventeenth series of the Company”s
Nb Par ‘Serial Preferred Stéck is $25 per share.

The annual dividend on said seventeenth series of the Compziﬁy's No Par Serial
Preferred Stock shall be $1,98 per share: o

The datc n'om ‘wlilch dmdcnds on shares of sand seventcenth series. of the”
Company’s No Par Serial Preferred Stock shall be cum_ulauye shall be the date of i issue of such
_ shares. The dates for the phymcnt of dividends on shares of said sc\;cntcemh series of the
' Coﬁphn:y’s No Par Serial Preferred Stock shall be the Payment Dates.
'i‘he 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 stares of said seventcenth series of the Coripany’s No Par Serial Prefrred
Stock shall be redeemablc at thc option of the Company in whole or in pan. out of funds legally
available therefor, at a mdcmptxon price equal to $25 per share plus unpaxd accumulated
dividends, if any, to the ‘date of redemption. The shares of said seventeenth series of the
Company's No Par Serial Preferred ka shall noe bhe subiect 10 any sinking fund

In the event of any veluntary 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 Secdﬁti_u,_ shall have a preference over the Common Stock, until there

shall have been paid, by dividends or distribution on each share of said seventeenth serics of the
Company’s No Par Senal Preferred Stock, an amount equal to $25, plus 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 datc of such distribution, exceed the dividends -actually paid thereon
or declared and set apart for payment thereon, - -

Evcry hotdcr of record of shares of said a.c-.cntccmh 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 mceung of sharcholders, shall be entitled to_ one-quarter vote for
each share of such stock standmg in his name on the books of the Company.

® Thcre 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 Prcferrcd Stock. Said
cighteenth series of No Par Serial Preférred 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 involuntary liquidation, dissolution or winding up of the
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‘Company and that éon_s'timit_:s 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 shall be §7.48 per share.

The date from which dividends on shares ‘of said cighteenth scries of the
Company's No Par Scrial'-ijcfcnad.-'Stock- shall be cumulative shall be the date of issue of such
shares. The dates for the payment of dividends on shares of said cighteenth series of the
Company, s No Par Scnal Prefcrrcd Stock shall be the Payment Dates.

The shares_of said elgh(ecmh series of the Company s No Par Scnal Preferred
Stock shall not be subjcct 0 n_:dcmpuon at thc option of the Company. 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;rc plus unpaid accumulated dividends, if any, to the date
of redemption. As a sinking fund for said eighteenth scries of No Par Serial Prcfcrred Stock,
the Company shall redeem, out of funds legally available thcrcfor. on Junc 15 ot‘ each year,

beginning with June 15, 2002 and-ending with June 15, 2006, not less than 37,500 ‘-;ham nor

-~

more than 75,000 shares of smd eighteenth series of No Par §crial( Preferred Stock, in each case

at a redemption price equal to $100 per shan:_ plus unpaid acéumulatcd dividends, if any, to the
date of redemption; the option_ to redeem in excess of 37,500 shares of said cighteenth 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 agaiixst subsequent mlmmum sinking fund i'equiremems; if the Company shall be pre-
vented, because of restriction or for any other reason, from acquiring 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 requued to
acquire or redeem on such date; the deficit shall be made gmd on the first succeeding June 15
on which the Company shall not & prevented by such restriction or other reason from acqmrmg
or redeeming shares of said exghteenm series of No Par Serial Preferred Stock. . If the Company
shall be in arrears in the redempuon of sham of said eighteenth series of No Par’ Serial
Preferred Stock, 'nb dividends (other than dividends payable in Common Stock) shall be paid or
© any other distribution of dssets made, by pun:hase of shares or otherw:se, on Common Stock
or on any othet stock of the Company over wlnch the No Par Sen;l Preferred Stock has pref-

“erence as to the payment of dividends or as to assets.

i
1

In the event of any voluntary liquidation, dissolution or winding up of the
Comp;ny. 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 ziny,
by which dividends of $7.48 per annum, from and after the date on which dividends on such
--shares became cumulative to the.d'ate of such disu'ibution. 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 repésentative. at the record date for the determination
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of persons entitled 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 nineteenth and twentieth series of the No Par Serial Preferred Stock of PacifiCorp,

an Oregon corpéx-'_a.t-im), wem redeemed on August 9, 1996 and January 25, 1993, respectively).

® :Subject to the rights of the holders of the Senior-Securities, and subordinate
thereto (and subject and :sul_)ordinate to the rights of any class of stock hereafter authorized), the
Cormmon Stock alo:nﬁ shall receive all dividends and shares in liquidation, dissolution, winding
up or distribution . otﬁcr than those to be paid on shares of Senior Smﬁties as provided in
Sectlons (9)) throuzh (7) of this Amele

(9)  The Compahy, 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 pnce of $110 per share, plus unpaid accumulatcd dividends, if any
to the datc of redemption; may at any time redeem all or any part of any one or more series’ ‘of
Serial Prefem:d Stock, other than the 7.00% Serial Preferred Stock and the 6.00% Serial
Prefetred Stoék crcated at the time of merger of PacifiCorp, a Maine corpomtio:i:\,{-and Utah
Power & Light Comp;-x;y;, a Umnah icorpbration. 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
oné or more scri&s 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 création of each such series plus unpaid accumulated dividends, if any, to the date

of redemption. Natice f the intention of the Compazy i5 icdian aii ur any part of e 3%
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Preferred Stock, Serial Preferred Stock or No Par Serial Preferred Stock shall be mailed not less
than lluny (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 .ad_dress?';s shown by the Company’s records or, in ﬁct_: of such
mailing, not less than l.hu'ty (30) days nor more than sixty (60) days’ notice of such teaexnption
may be published in such manner as may be prescribed by resolution of the Board of Directors
of the Company; anﬂ, in the event of such publication, no failure to mail ;uch notice nor any
defect therein or in the milhé thereof shall affect the validity of the proceedmgs for the
redemption of any shares of 5% Preferred Stock, Serial Prefex:teq Stock or No-Par Scria.xl
Preferred Stock 5o to be rédeemed. éontcmporancously with the mailing ;>r the publication of
such notice as aforcs:aid or at any time thereafter prior to the date of tgdempﬁon. the Compahy
may deposit the aggregate redempiion price (or the portion thereof. nof already paid in the -

redemption of such S% Preferred Stock, Serial Preferred Stock ‘or No Par Serial Preferred

Stock) with any bank ar friet eomnany in the Ciew of Mow Yook, Now York, v i the City of

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

Preferted Stock, Serial Prcfcrred- Stock or No Par Serial Preferred Stock 50 to be redeemed, on
the endorsemcm and-surrender of their centificates, and thereupon sald holders shall cease to be
sharcholdcrs with respect to such sharcs, and from and aftcr the making of such. dcposnt such
holdcrs shall have no interest i in or claim against the Company with rcspcct to said shares, but

shall be-entitled only to receive such moneys from said bank or trust company, with interest, if

'any, allowcd by such bank or trust company, on such ‘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 yearcs from
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i the date fixed for rcdémption, if thereafter requested by resolution of the Board of Directors, £
. shall be rcpaid to the 4Company', and in the event. of such repayment to the Company such f
’ holders of record of the shanes so redéemed as shall ‘not have made claun against such moneys 5
B prior to such repayment to the Company, shall be deemed to be unsecured creditors of the £
'i_.‘ ¥
. Company for an amount wnhont m.ezz-.st, equivalent to the amount deposued, plus interest '
.l-f thereon, if any, allowed by such bank or trust company, as above stated, for the redemption of :
such sharesandsopmdtotheCompany IflessmanallofthesharesoftheS% Preferred Stock B
a : ck are 3 be redcemed,
)
é-\‘ the shares to be redeemed shall be selected by lot, in such manner as the Board of Directors of
: the Company shall deterrhine, by an independent bank or trust company selected for that purpose
g by ilie Board of Di'rec'itors of the Company. Nothing in this Section contained shall fimit any
E 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 herein;fter otherwise provided every holder of record of 5% Preferred
Stock of Serial Preferred Stock or of Common. Stock or his legal rcpresentauve at the record
date for the detenmnanon of persons ermtled to vote at a meeung of shareholders. _shall be
entitled at such ~meen_ng 10 orie Yote for each share of such stock starxdlng in his pame on the
books of the Company, and every holder of record of No Par Serial Preferred Stoclt ~or his legal

representative, at the record date for the determnnatxon of persons enmled to vote at a meeting

el
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of shareholders, shall be entitled to such voting rights as shall be ﬁxed and determmed for the
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series of which his share or shares are a part by Section (7) of this Article or the resolution

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 separately from the Common Stock as one class, shall be entitled to elect the smallest

number of directors necessary to constitute a majority of the full Board of Directors, and the

holde;s of the (;omn_xon Stock, votif;g separately from the Senior Securities as a class, shail be
entitled to elgci_ .tl'-1e remaining directors of the Company, anything herein and in the Bylaws of
the Company to the contrary nomidméMing. The terms of office, as directors, of all persons
who may be directors of _the Company at the umeshall terminate upon the election of a2 majority
of the Board of Directors by the holders o( the Senior Securities, except that if t'he‘holdcrs of
the Common Stock shall not have elected thc remaining directors of the Compar;y, 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 S:cnior Securities shall elect the remaining
directors of the Company. Thereafter, while such default continues and the majority of the
. Board.is béing- elected by the holders of Senior Securities, the ='r¢¥maixﬁng directors, whether
elected by directors, as aforesaid, or ‘whether originally or later ele'ctjed by hold;ars of the
Common Stock, shall contingein office until their successors are elected by holdéts of the
Common-Stock and shall vquali'_fy.

(12) 1 and when all dividends then in default on the Senior Securitis then outstanding
shall be paid (such dividends to be declared and paid out of any funds legally available tl;crcfc;r
as soon as réasonablv practicable). the holders of the Sanicr Sacurities chall be divesicd of aiy
special right with respect to the election of directors, and the voting power of the holders 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 nc;t paid in
full, but always subject to the same provisions_ for vesting such special 'rights' m the holders of
the Saﬁor Securities in the event of further like default or defaults in the piyment'of dividends
thereon.  Upon termination of any.suc.h, special voting right upon payment of 'all' accumulated
and defaulted dividends on the Senior Securities, the term. of office of all persons who miy
have been elected-directors of the Company by vote of the holders of §énjog Securitiac ac ona
class, putst:Jam 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 untii their successors are elected and shall -(.;ualigfy.

13 I _the case of any vacancy in the office of a director occurring among the
directors elected by the holders of the Set‘!ﬁor Securities, voting wp@ly from the Common
Stock as one class, the remaining directors elected by the holders. of the Senior Secuﬁ;ics. by
affirmative vote of a niajority thcrcof. or the remaining director so elected if there be but one,
may elect a successor o'r successors to hold office for thc unexpired term or temﬁ of the director
or directors whose place or plach shall be vacant. Likewise, in case of any vacancy in the
office of a director oc_c&ring a;nong tl"le directors not elected by the holders of the Senior
Securitics, the remaining diréctors not elected by the holders of the Seniqr Securities by'
affirmative vote of a majority thereof, or the remaining director 5o elected if thene be but one,
may elect a successor or successors to hold oﬂ'npc for the unexpired term or terms of -t‘he ‘director
or directors whose place or placés shall be vacant. - '

(14) Whenever the right chall have accread 1o the holders of the Scaior Secuiiiics 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

kx)
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given to the shareholders entitled 1o vote at a meeting to be held at such time as the Company’s
officers may fix, not less than ten (10) nor more than sixty (60) days after the accrual of such
right, for the purpose of glécting dtrcctors Atall mt_:_ct_i'p'gs ‘of sharcholders held for the purpose

of electing directors during such time as the holders of the Senior Securities shall have the

a1

speciél right, voting sephratély from thc Common Stock as one ciass. to elect directors, the

presence in person or by proxy of the holders of a majnrity of ﬂu- Qgggg:;.msng Coamman Ceanl
shall be required to co.psti'tutc a quorum of such class fo'r 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 shal_i be n_:quire;i to constitute a quorum of such class for t.he clection- of
directors; provided, hmg'/cvér, that the absence of a quorum of thg holders .of stock of either such
class shall not prevent the election at any such meeting -_o.r adjournment thcye‘of of directors by
the other class, if the necessary quorum of the holders of stock of such other class is present in
péxson or by proxy at such meeting or any adjournment thc'reof;_',';nd provided further, that in
the event a quqni‘m of the: holders of t’hc Common SfociE is present but a quorum of th'e holders
of the Senior Securities is not preseni. then tlu; election of t_he directors electéd by‘ the holders
of the Common Stock shall not become ei‘fectiye and the directors so elected by the holders of
Commfu'n “Stock shail nor asstme their oft‘xcc.s and duties until xhe: holders of the Senior
_Secuﬁties, with a quorurﬁ pri:scm, shall have elected the directors they shall be eatitied to elect;
and provided further, however, that in the absence of a quorum of holders of stock of either
class, a majority of the ixolders of the stock of such cléss who are present in person or by proxy
shall have power to adjoum: the election of the directors to be elected by such class from time
to time without notice other than annouxicemeﬁt-at the meeting, until the requisite quorum of
holders of stch 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 anniial mecung of.the
C.ompany‘ or special meeting in lieu thereof. |

(15) So long as any shares of the 5% Preferred Stock are outsténdip@ the Company
shall not, without the consent (given by a vote 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 the

5% Preferred Stock then outstandmg

(@) . create or authonze any new stock ranking prior to the 5% Preferred Stock
as t;) dividends, in liquidation, dissolution, winding up or distribution, or create or authorize any
security conver;_ible into shares of any such stock; or i

(b) ameiid, altcr. change or repeal any of the express terms of the 5%
Preferred Stock then outstanding in a manner substanually prejudlcwl to the holders thercof

1

(16) So long as any shares of Sérial Preferred Stock. are outstandmg, the Company
shall not, withoﬁt the consent (given’b; a.v-btc_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 any new stock ranking prior to such Senal Preferred
Stock as lo dividends, in hqmdatmn, dxssoluuon. winding up or distribution, or create or
authonze any security convcmble into shares of any such stock; or

()  amend, alter, change or repeal any of the exprcss terms of such Serial
Preferred Stock then outstanding in a manner substantially prejudlcxal 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 cailed for that purpose) of the

LL01-5126).1  36006-0026
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holdexs of at.Jeast two-tlnrds of thc toml number of votes entntled to'be cast by thc sharcs of No
Par Serial Preferred Stock thcn outstandmg

"‘('a')' : create or authonze any new stock rankmg pnor to such No Par Scnal

Prefctred Stock as to. dmdends in hquxdauon dnssoluuon, winding up or dlstnbuuon. or cmtc
or authorize any’ secunty convcm'blc mto sham of any such stock. or

®) amend. glter. chapge or repeal any of the express terms of such No Par
Serial -Preferred Stock ,t'ﬁé;-:oﬁtsta'nding in a manner substantially prejudicial o' the holders
thereof. .

(18) So fong as_any shares of the Senior Securities are outstanding, the Cbmpany shall

Dol o T i Y i e S e AR T e e s o

not without the consent™(given by vote at a meeung callcd for that purpose) of the holders of

el A

a majonty of the total votmg power of the Senior Securities then outstandmg, voting separatcly
from the Common Stock, as one class:
(a) merge or consqlidatc with or into any other corporation or corporations;

provided, that the provision; of this subparagraph (a) shall not appiy 0 a burchase or other

acquisition by the C'ompahy of; fmncluses or assets of another corporation in any manner which .

__VOID IF ALTERED OR ERASED

- N A
does not involve.a merger or consolidation; or

| (b)  issue any unsecured notes, debentures or other sccunuesrepresemmg
unsecurec\!. indebtedness, or assumc any such unsecured indcbtedness, for purposes other than
(i) the refunding of outstanding unsecured indebtedness theretofore issued ar assm.“.:d by i
Company, or (ii)- the reacquisition, redemption or other retirement of all outstanding sharcs of

the Senior Securities, if ihunédiétely after such issue or 'assumption the total principal amount

or ‘assumed by the Comp:iny, including unsecured indebtedness then to be issued or assixmed,

LLO1-31263.1  5840€-0326
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would exceed thirty per centim (30%) of the aggregate of (1) the total principal amount of 211

bonds or other semntles representing sccim:d mdebtedness iss_ued or assumed by the Company -
and then to be wsmdﬁg, a'.nd_.(2,) the é'aphl andsurplu.s of the Company as then to be stated
on the books of account of the Company; or
() - Jis:_suc, sell or otherwise dispose of any shar;s of the Senior Securities or
of any other class ofstock ranking prior to, or on a parity with, the Senior Securities as to
dividends or distr-ibj'liilc')m, unlas the net income of the Company determined, -after provision for
depreciation and all taxes and in accordance with generally accepted accounﬁ:;é practices, to_‘.be
available }or the,pay;ﬁcém of dividends for a period.of _twélvee (12) consecutive calendar moniths
within the ﬁﬁecn-(IS) cilendar months immcd‘iately preéeding the issyance, sale or disposition
~of such st.ocl.c, is ai"leﬁs; equal to twice tﬁe annﬁal-. dividend requirements-.on all outstanding
shares of ;‘hc Senior Securities and ‘all -other classes of sf'oclg ranking prior to, or on a parity
“with, t'hé Senior Securities as to dividends or distributions, including the shares proposed to be
issued,_ comp_uted, in the case of any such shares on which the dividend rate is subject to
-adjustmem. at the dividend rate then in efféct or, if such shares are the shares proposed tlo be
issued, at the dividend fate iniilly established for such shares, and unless the gross income of
the Company for such period, determined in accordance with generally accepted accounting
practices (l;ux in any-evém after dedtictin-g the amount for said périod charged by"-the Company

an ite hanke 1o danrecintizs SXECIIK aind ali laacsy iv Uc avaiiadie Tor the payment of interest,

shall have been at least one-and one-half times the sum of (i) the annual interest charges on all
interest bearing indebtedness of the Company and (ii) the annual dividend requirements onall
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.
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| -id be issued‘ computed, in thc.ca.-sc of any such indebtedness or shares on Which the interest ar
dmdend rate is subject to adjustment, at the interest or dividend rate then in cﬁ'ect or,. if such
shares are the shares proposed to be 1ssued at the dividend rate mmally estabhshed for such
shares. prov:ded, that there shall be excluded from the foregomg corqputanon interest charges
on all indebtedness and dividends on all shares of stack which are to be retired Ia conmsction
with the issue of such additional shares of Senior Securities or other class of stock ranking prior
to, or on a panty with, the Senior Sccunues as to dividends or dlstn’bunons° and provided
further that in any case where such additional shares of Senior Secunues or other class of stock
ranking prior to, or.on a-parity with, the Senior Secunues as to dmdcnds or dlstnbutxons are
to be issued in connection with the acquisition of new propeny, thc net eaxmngs of the property
to be so acquired may be included on a pro forma basis in the forcgomg computation, compuwd

on the same basis as the net earnings of the Company; or
(d)  issue, sell or otherwise dispose of any sharesiof the Senior Securities, or

of any other-class of stock ranking prior te, or on a parity with, the Senior Securities as to

_ dividends or distributions, unless the -aggrcgzite of the capital of the Company'épplicablc to the

Cbmmon_ Stock and the surplus /_of the CBmpany shall be not less than the aggregate amount
payable on thc involuntary dissblutian, liquidation or winding up of th'e C;)mpmy; in respect of
all shares of the Semor Securities and all shares of stock, if any, mnkmg prior thereto, or on
a parity therewith, as to dmdends or distributions, which will be outstanding after the issue of
the shares proposed to be issued; provided, that if, for the purposes.of ‘meeting the rcquixemcms i
" of this subparagraph (d), it becomes necessary to take into consideration any earned surplus of
the Company, the Company shall not thereaftcr 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 involuntary liguidation of the
Company, on all sham 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 thc' time outstanding.

19y 'lhc Company from time to time may, subject to the limitations or re:iuirements
provided above in this Article T, pirchace any of its stock c:;:s:armng ai suci price as may be
fixed by its Board of Directors or Exemtive.Comnﬁnec and accepted by the holders of the stock
purchased, and may rescil any stock so purchased at such price as may be fixed by its Board of
Directors or Execunve Committee, but in the case the stock so purchased is subject to |
redemption, the price paid therefor shall not exceed the price at which it is redeemable.

(20) The Company from time to time may, subject to the limitations or requirements
provided above in this Article IIl, 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 then authonzed but umssued

20 No holder of any ;‘..c\.x o7 other securilies of the wmpany now or hen_:aftcr
a-uthorized shall have any preempti_ve or other right to subscribe for. pu-rchase or recci\'re. any
unissued shares, measury shares, -of ‘other shares of any class, whether now or hereafter
authorized, or any notes, -bonds,debentures, or other securities convertible isito, or .can'ying
options or warrants to purchase, shares of any class. The Company ﬁlay 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
Mectings of shareholders of the Company may be held at such place, either within
or outside the State of Oregon, as s_lﬁil be designated from time to time by the Board of
Directors.
ARTICLE V

(1)  The number of directors of the Company shall be not less than nine (9) nor more

* than twenty-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 1") to m-cpirc 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 III7) to expire at the 1990 annual meeting of

-shareholders At each annual meeting of shareholders following such initial classification and

election, dlrectors elected to succeed those directors whose terms expire shail be elected to serve

th:ee-year terms and until their succtssors are elected and qualified, so that the term of one class

of diréctors will expire each year. When the number of directors is changed within the limits
prow;idcd hgrein,‘ any newly creatzd directorships, or aﬁy decrease in directorships, shdl 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 co_mtimting the Board of Directors shall shorten the term
of any incumbent director. .

(2)  All or any number of the directors of .the Company may be removed Qi&om cause
only at a meeting of shareholders called expressly for that purposc,- by the vote of 80 percent

of the votes then entitled to be cast for the election of directors. The shareholders may remove

1101-$1263.1  $0906-0026
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all or any number of directors for cause at a meeting of s:l’xareholdcrs called expre;sly for that
pﬁfposc by the vote of two-thirds of the votes then 'cntidai to be cast for the election of
directors. At any meeting of shareholders at which -one or more directors are removed, a
majority of the votes then entitled to-i:e cast for the election of dire_ctdrs m;y fill any vacancy
created b); such removal. If any vacancy created by removal of a director is not filled by the
sharenolders at the meeting at whiph thc.removal is effected, such vacancy may be filled by a
majority vote of the remaining Qirectors. i .
(3) The provisions qf ‘this Article V may not be amended, altered, changed or
repealed in any respect paless such action is abbroved by_ the affirmative vote of not less than
80 percent of the votes then cntiﬁed to be cast for the -elcctior_x of directors.
.ARTICLE Vi
The Company’s Bylaws may be amended or .re;péaled or new bylaws may be
made: (a) by the affirmative vote of the holder$ of record of a majority _o_f ihe outstanding
capital stock of the Company entitled to vote thereon, irrespective of class given at any annual
or special mgeting of the .;»hareholders; provided that notice of 'the'proposcd amendment, repeal
or new bylaw or bylaws be included in ;hq notice of 'such meeting or waiver thereof; (;r (b) by.
the affirmative vote of a.mqjority:of the entire Board of Dircctors given at any. regular mce.ting
of the Board, or any special meeting thereof: provided that notice of the proposed amendment,
repeal or-ncW 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 mcctirfg.

ARTICLE VII

(1)  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

. “*Business Transaction” (as hereinafter defined) with any "Related Person” (asbeteinaﬁer

defined) or any. Business Transaction in which a Rclated Person has an interest (except

propogtionately as a shareholder of the Company); provided, however, that the 80 percent voting

requirement shall not be applicable if cither:

()  The "Continuing Directors” (as hercinafter defined) of the Company by
:;t least a two-thirds vote (i) have éx'prcssly approved in advance .the acquisition of thc
outstandir';g shares of Voting Stock that caused such Related Person to become a Related Person,
or (ii) have expressly approved such Business Triﬁsﬁction: or

(b)  THe cash or fair market valuc (as dcigrmincg by at lcast a imjority of the
Continuing Directors) of the property, sccurities or other consideration to be received per share
by holder‘s of Voting Stock of the Company (other than the Related Person) in the Business
Transaction is not less than the "Highest Purchase Price” or the “Highest Equivalent Price” (as

those terms are hereinafter defined) paid by (hc:'-.._Rclatcd Person involved in the Business

_ Transactio:i in acquiring any of its holdings of the Company's Voting .Sloclé.

2)  For purposes of this Aricle VEi:

-

v -
' ° (@)= The term "Business Transaction” shall

' include, without limitation, (i) any merger, consolidation or plan
of exchange of the Company, or any entity controlied by or unq!ér
- common control with the Company, with 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

evchangs of 2 Relatsd Porson, o7 any Cudiiy wusiaviicd Dy or under
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common control with such Related Person, with or into the
Company or any entity controlled by or under common control _
with the Company, (i) any sale, lease, exctiange, transfer or other
disposiﬁon (in one transaction oi' a series of transactions),
including without limitation a mortgage or any other security
device, of all or any *Substantial Part” (as hereinafter defined) of
the property and assets of the Company, or any entity controlled
bi"or. under common control with the Company, 1o a Related
Pér;on, or any emty controlled by or under common contfol with
such-ilelate'd Person, (iv) any purchase, lease, exchange, transfer
or other acqulsmon (in one tmﬁaction or a serics of transactions),
including without lir;iitatiqn a mortgage or any. other security
device, of ali or any Substantial Partof the property and assets of

2 Related D‘"“".': or any catity coatohicd Uy of wder comumon

control with such Related Person, by the Company or any entity

controlled by or under c.om;non control with the éomgany, (v) any
‘recapitalization 6f-The Company that would have the effect of
mcreasmg the voting power of a Related Person, (vi) the iqsuaﬁcc.
sale, exch:.mge or other disposition of any securities of the
Company, or of any entity controlled bj‘r or under common control
with the Company, by the Company or by any entity controllied by
or under common control with the Company, (vii) any liquidation,

spin-off, split-off, split-up or dissolution of the Company, and

L101-51261.1  $0806-0026 ~




by PR

B T T s o It EE T

(viii) any agreement, contract or other arrangement providing for
arly of the transactions described in this definition of Business

Transaction.

()  The term "Related Person” shall mean and

include (i) .any individual, i:orporation. association, trust,
par_mcrship or other | person or entiky (a "Person”) which, together
with its Affiliates* (as hercinafter defined) and "Associates” (as
hereinafter detined), "Beneficially Owns" (as dcﬁmd in Rule
13d-3 of the émml kule; and Regulations under the Securities
Exchange Act of 1934 as in eff\ect_ at June 13, 1984) in the
‘ aggregate 20 percent or more of the outstanding Voting Stock ot'_..
the 'C-<;mpany, and (ii) any Afﬁli'ajc 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 Pcfsons acting m corncert
for the purpose of acqmrmg, holding or disposing of Voting Stock
' of the Compan-y shall be deemed a “Person.” -
() Without limitation, any share of Voting Stock
of the Company that any Related Person has the right to acqﬁire.

at any time (notwithstanding that Rule 13d-3 deems such shares to

LT LA & I ST T S AT S T S U R T ORI NS A K SR L (A T S 1§ QA T (I S ey

be beneficially owned only if such right may be exercised within

P

60 days) pursuant to any agreement, contract, arrangement or

understanding, or upon exercise of conversion rights, warrants or

L101-81261.1  50806-0026
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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 . $u§scgﬁon (b) of
Section 1 of Article VII, the term “other consideration to be
received” shall include, without fimitation, Conimo-ti Stock or other
capital stock of the Company retained by its existing ;hareholdem.
other than any Related Person or other Person who is a party to
such Business Transaction, in the event of a l;usincss Transaction
in which the Company -is the surviv?r. -

(¢ The term "Voti;lg Stock" shall mean all of
the outsta‘hding shares of capital stock of the Company entitled to
vote generally in the election of directors, considered as-one class,

and each reference 10 a proportion of shares of Voting Stock shall

refer to such proportion of the votes entitled to be cast by such
shares.
= (fr = The term "Continuing Director” shall mean

a director of the Company who became a director on the effective

: | R
date of the merger of PacifiCorp, a Maine corporation, and Utah

Power & Light Company, a Utah corporation, into the Company,
pl’OVidFd that anv person becomine a directne sithcaquane ¢ cuch

date whose clection, or nomination for election, by the Company’s

LLO1-$126€3.1  $9806-003¢
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shhrghc;l&c_rs, wa's.app.roved' by a vote of at least a majority of the
Contin'uing_Dimctors slﬁll be considered a Codtinuing Director.

() A Related Person shall be deemed to have
acquired a share of thc Voting Sti?ck of the Company at the time

when such Rclated.Pcrson became the Bcne\t' cial Owner thereof.

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

Persons whose ownership is attributed to a Related Person under
the foregoing definition of Rdlated P'crson,' if the pricé paid by
such Related Person for such"'shmjes is not determinable by a

majority of the Continuing Directors, the price so paid shall-be

deemed t0 be the higher of (i) the price paid upon the acquisition

thereof by the Afﬁliat_c.. Associat.cﬂ or other Person br (iiy the
markét price of tiic'shan:s in qu&stidn at the time when such
Related Person became the Beneficial Owner thereof.
(. The terms "Highest Purchase Price” and
'Highc;:Equivalcnt Price* a5 used in this Anticlé VIL shall mean
the following: If there is only one class of capital stock of the

Company issued and outstanding, the Highest Purchase Price shall

- mean the highest pticc that can be determined to havebeen paid

at any time by lhc Rclawd Person involved in the Busmess
Transaction for any share or shares of that class of capual stock.
If there is more than one class of capital stock of the Company

issued and outstanding, the Highest Equivaient Price shall mean,

!ll“-“:f 46
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with respect to each class and seri€s 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 o

highest per .share price equivalent to the highest-price that can be
determined to have been ba}d at any time by the Related Person

for any share or shares of any class or series of 'capi(al stock of the

Company. The Highest Purchase Price and the Highest Equivalent .

Price shall include any brokerage commissions, transfer taxes and
i

soliciting dealers’ fees paid by a Related Person with respect to the

shares of cipital stock of the Company acquired by such Related _

Person. i;'thc case of any Busiqess Transaction with a Related

Person, the Continuing Directors shall determine the Highest

Purchase Price or tﬁc Highest Equivalent ifg\ic‘c'for each class and -

series of the-capital stock of the Company. The Highest Purchase
Price and Highest Equivalent Price shall be apﬁropriately ;ajgsted
to reflect the occurrence ot: any reclassification, recapitalization,
stock split'. feverse stock split or other readjustment in the number
of ‘outstanding shart;:s of capital stock of the Company, or the
declaration of a stock dividend thereon, betwec_n 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

LL01-51261.1 $4806-002€ 47
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Company of the proceeds from the sale of all or substantially ail

of the assctsfot' the Company. )

) the term “Substantial Part” shall mean 10 )
percent or more of the fair market value of the total assets of the
Pcrsc;q in question, as reflected on the most recent balance sheet
of such Persen existing at the time the shéin;holders of the
Compaﬂ); wuuid be required to approve or éumorize thc Busi'ncss
Transaction involving the assets constituting any such Substantial
Part. -

o (ii : The- term “Affiliate,” used to indicate a
" relationship with a speciﬁcd;: Person, shall mean 2 Person that

directly, or indirectly through one or more intermediaries,

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

Person specified. .

(k)  The term "Associate,” used to indicate a

+

relationship with a specified Person, shall mcan (1) any entity of
which such specified Person ig an officer or pantner or-is, directly
or indirectl)". the beneficial owner of 10 percent or more of any
class of equity secuﬁtie;. (ii) any trust or othc_r estate in which
such specified Person has a substandai. beneficial interest or as to
which such specified Person serves as ._trusteé‘_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
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such specified Person or who is a director or officer of the

Company 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 contfol with the Company).

() The term "Subsidiary,” when used to indicate

a relationship with a specified Persc_m, shall mean an Affiliate

controlied by such Person directly, or indirectly through one or

mare intermediacies. _ |

&) Forthe purposes.of this Article VI, 4 majority of the Contimuing Directors
shail have the power to make a good faith determmauon on the basis of mt’ormauon known to
them, of: (a) the number of shares of Voting Stock that any Person Beneﬁcxally Owns,

(b) whether a Person is an Affiliate or Associate” of another, {c) whether a Pcrson has an

-

, agreement; contract, arrangcmem or understandmg with another as to the matters-referred to in

sub_secuon (2)(a)(viii) or (2)(c)_ hereof, (d) whether the ::;s:.".s suuject iv any Business ‘I'ransaction
constitute a _S/ybs’tamial Part, (e) whcthc'_r' any Business Transaction is one- in which a Related
Person has an interest (except proportionately as a sharcholder of the Company), and (D:such
other mattess with respect to which a dekmimthn is required under this Article VIL

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

of not less than 80 percent of the outstandmg shares of Voting Stock of the Companv

1
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“ARTICLE VIl

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

person who is made, or threatened 1o-he made, a party to an action, suit or proceeding, whether
civil,‘ criminal, administrative. investigative, or otherwise (including an action, suit or
proceeding by or in the right of the Company) by reason of the fact thae the sorson 5 o was
a director, bfficcr, employee or agent of the Company or a fiduciary tirithin the meaning of the
Employee Retirement IncorEe Security Act of 1974 with respect to any éniployec benefit plan
of the Company, or serves or served-at thc-reqﬁes qf the Company as-a director, officer,
employee or agent, or as a2 fiduciaiiy of an employee benefit plan, of another corporation,
partnership, joint vénture. trust ot other enterprise. The Company shall pay for or reimb_urse
- the reasonable é;benscs incurred 9y any such person in any such proceeding in ativancc of the
final disposition of the proceeding to the fullest _extent not prohibited by law. This Articlc shall

" not be deemed exclusive of any other provisions for mdcmmﬁcatton or advanccmcnt of expenses

of directors, officers. emnlnyees. agents and fiduciarics that nuy be included in any statute.

bylaw, agreement, general or specific action of the Board of Directors, vote of shareholders or

- 7

3,

otherwise.

= ARTICLE IX

No director of the: Company 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 Orcgop Business Corporation Act. No amendmextt 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 1949
. OREGON
with and into SECRETARY OF syATE

- PacifiCorp

The following 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., 74 179
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 Agzreement and Plan of Merger,
dated as of December 6, 1998, as amended as of January 29, 1999 and F ebruary 9, 1999, ‘and
amended and restated as of F ebruary 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 U.K. plc (formerly Scottish
Power plc), a public limited company incorporated under the laws of Scotland, NA General
Partnership, a Nevadd general partnership, and PacifiCorp (the "Plan") relating to the Merger
is attached hereto as Exhibit A and is incorporated herein by this séference 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. ‘ Sharehdider Approvals.

(a) The Plan was approved by the sole sharéholder of Merger Sub as _
i 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.

Portind2-4214410.3  0017509-00044




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

: 2_7,05 1,938 shares of common stock of PacifiCorp were voted against
the Plan;

ot R A Vot e N I Y e b e i e e

3,159,370 shares of preferred stock of PacrﬁCorp were outstandmg -
and entitled to vote together asa smgle 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 m favor of
the Plan; and

8,403 votes of preferred stock of PacifiCorp were cast. agamst 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 Corporauon D1v1s10n of the
Secretary of State for ‘the State of Oregon.

Pordad24214410.3 0017509-00044 2




Dated: nevemper 20, 1999,

PACIFICORP,
an Oregon corporation

By Wehyrd T N

Name: ' Richard T. O'Brien
Title: Executive Vice President and
Chief Operating Officer
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" 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 a‘nd restated 2s of February 23, 1999,
| by and among | |
NEW SCOTTISH POWER PLC,
SCOTTISH POWER PLC;
NA GENERAL PARTNERSHIP
' and

PACIFICORP

TERED OR ERASED -~
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GLOSSARY OF DETINED TERMS

The following terms, when used in this Agresment, have the meamn,s ascnbcd to

them in thc corresponding Sections of this Agresmant iisted below:

"1935 Act"

"ADR Depositary”

"ADR Holder Proposal

"ADS Consideration"

"Advisory Board"
"affiliate"

_ "Affiliate Agrc:mcm
"Agresment”

*Alternarive Proposal”
"Antitrust Division"
" Articles of Mcrzcr“

- "BCA" -

"benericially".
"busifess day"
"Certificates"
"Circular” -
"Closing"
"Closing Date"
"Code" -
"Companies Act"
"Company”

"~ "Company Aﬁliatcs"- |

"Company Budget"

"Company Common Stock"
"Company DisclosureL stter"
"Company. Emplove- Benefit Plan"
“Company Financial Statgments"
"Company Joint Venture"
"Compdny Option"

"Company Option Plan" -
“Company Permits”

"Company Preferred Stock”

~ "Company SEC Reports"

"Company Stock Option"
"Company Stockholders' Approval”
"Company Stockholders' Mesting"
"Confidentiality Agreement"
"Constituent Corporations”
"Contracts"
control," “controlling," "controllcd by"
and "pnder common control with"
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Section 3.02(c)
Section 2.01(e)
Section 6.03(c).
Section 2.01(c)(i)
Section 6.12(b)
Section 9.12 (a)
Section 6.04
Preamble
Section 5.08
Section 6.08
Section 1.03
Section 1.01
Section 9.12(b)
Section 9.12(c)
Section 2.03(b)
Section 3.09(b)
Section 1.02
Section 1.02
Preamble
Section 4.02(a)
Preamble

" Section 6.04

Section 5.01(e)
Preamble

Section 3.01(a)
Section 3.13(b)(i)
Section 3.05(a)

- Section 3.01(b)(ii)

Section 2.01(f) -
Section 2.01(f)
Section 3.10
Section 3.02(a)
Section 3.05(a)
Section 6.10(a)
Section 6.03(b)
Section 6.03(b)
Section 6.01
Section 1.01
Section 3.04(a)

Section 9.12(a)
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"Converted Shares"
"DOE"

"Effective Time"
"Election Date"
"Environmental Claims" .
"Environmental Laws"
"Environmental Permits”
"ERISA"

"ERISA Affiliate"
"Exchange Act"
"Exchange Agent”
"Exchange Fund"
"FERC"

"FSA"

l'FrA'l
"F‘rC"

"Governmental or Regulatory Authority”

“group"”

"Hazardous Materials*
"HoldCo ADRs"
"HoldCo ADSs"

*"HoldCo Employee Benefit Plans

"HoldCo Group"

"HoldCo Ordinary Shares"
"HoldCo Share Schemes"
"HoldCo Special Share"
"HSR Act" |
"Intellectual Property"”
Joint Executive Committee"
“Joint Venture" '

“"knowledge”

"laws"

"Lien" - b

"Listing Particulars"
“LSE", '

"material adverse effect”
"Merger" '

"Merger Consideration”
"Merger Ordinary Shares”
"Merger Sub”

"Merger Sub Common Stock”
"MMC"

"New Facilities”

"NYSE"

"OFEER"
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* Section 9.12(¢)

Section 2.01(c)(i)
Section 3.05(b)
Section 1.03 ~
Section 2.02(a)
Section 3.15(g)(i)
Section 3.15(g)(ii)
Section 3.15(b)
Section 3.13(b)(i)
Section 3.13(b)(iii)
Section 3.04(b)
Section 2.03(a)
Section 2.03(a)
Section 3.05(b)
Section 3.09(b)
Secton 7.01(k)
Section 6.08
Section 3.04(a)
Section 9.12(f)
Section 3.15(g)(iii)
Preamble
Preamble
Section 4.13(b)
Section 5.02(k)
Preamble
Section 4.02(a)
Schedule IT .
Section 3.04(b)
‘Section 3.16.
Section 5.03(a)
Section 301(b)(i)
Section 9.13(d)
Section 3.04(a)
Section 3.02(b)
-Section 3.09(b)
Section 2.03(e)

Preamble
Section:2.01(c)(i)
Preamble
Preamble
Section 2.01
Section 7.01(k)
Section 9.13(f)
Section 2.03(e)
Section 7.01(1)
Section 7.01(k)
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"OFWAT"

noptions'u

" ordm"

"Ordinary Share Consideration”
"Qrdinary Share Election”
"Ordinary Share Election Form"
“Original Agresment"
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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 “Agreement"), is made and entered into by
and among NEW SCOTTISH POWER PLC, a pubiic limited company incorporated under thc
laws of Scotland ("HoldCo"), SCOTTISH POWER PLC, a public limited company incorporated
under the laws of Scotland ("ScontishPower"), NA GENERAL PARTNERSHIP, a Nevada
general parmership indirectly wholly owned by ScouishPower (the "Parmershin”), and B
PACIFICORP, an Oregon corporation (the “Companv™), and, with respect ta Section 2.01 hereof
only, Scottisi"Power NA 1 Limited, 2 limited liabiiity company incorporated under the laws of
Scotland ("UKSubl") and Scottish Power NA 2 Limited. a limited habxluy company
incorporated under the laws of Scotland ("UKSub”') '

WHEREAS, ScottishPower, the Parmership. UKSubl U'KSubZ and the Company
entered into an Agréement and Plan of Merger dated as of December 6, 1998 and amended as of
January 29, 1999 and February 9, 1999 (the “Original Agresment");

‘ - WHEREAS. HoldCo, ScottishPower. the Parmership, UKSubl, UKSub2 and the
Company wish to amend and restate the Originai Agreement in its entirety, effective as of the
date set fonh in Scmon 9. 03( c); ’ :

WH.'EREAS the Board of Directors of ScottishPower intends to recommcnd to its
shareholders a proposal to.introduce HoldCo as a new holding company for the ScottishPower
group pursuant to a scheme of arrangeiment sanctioned by the Court of Session, Edinburgh (thc
"Scheme of Arrangement"), substantially in the form of the draft Scheme of Arrangement
attached hereto as Exhibit A subject to such amendments as ScottishPower may reasonably deem
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 amendments
may only be effected thh the prior written consent of the C ompany; :

’
e

WHEREAS, pursuant to the Scherne of Arrangement, (A) all ordmarv shares.of
50 pencs each of SceuishPower ("ScottishPower Ordinary Shares") will be cancelled and the
holders thersof will receivé in pxace of the ScotushPower Ordinary Shares then held by theman
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
‘ScottishPower ("ScottishPower ADSs"), each representing four (4) ScottishPower Ordinary
Shares and evidenced by American Depositarv Receipts (“ScottishPower ADRs"™), will be
cancclled 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 Dcposuary Receipts
("HoldCo ADRs");

WHEREAS, after the Scheme Date (as defined in Section 2.01) and prior to the

Closmg Date (as defined in Section 1 .02) ScottishPower shall transfer to HoldCo all of the
outstandmg shares of UKSub 1 and UKSub 2 (“Share Transfer");

s WHEREAS, the Boards of Directors of HoldCo, ScottishPower and thc Company
and the parmers of the Parmcrshxp, have each determined that it is advisable and in the best
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interests of their respective stockholders and parmers: 25 the case may be, to consummate, and
have approved, the business combination wransaction trevided for herein in which Merger Sub
(as defined below) would mergs with and into the Corzany and the Company would become an
indirect, wholly-owned subsidiary of HoldCo (the “Mergzar") pursuant to the terms of this
Agreement, whereby each issued and outstanding share cf common stock of the Company (the
"Companyv Common Stock™), other than shares owned éirsctly or indirectly by HoldCo,
ScottishPower, the Parmership. Merger Sub or the Company, ‘will be converted into the right to

receive either (i) HoldCo ADSs evidenced by HoldCo ADRs or (i) HoldCo Qrdmary Shares (the |
"Merger Ordmarv Shars“),

WHEREAS immediately prior to the Cicsing Date (as defined in Section 1.02),
an Qregon corporation wholly-owned by the Parmership "Merger Sub™) will be formed for the
purpose of effectuating the Merg Tger;

WHEREAS the respective Boards of Dirsctors of HoldCo, ScottishPower and the
Company, and the parmers of the Partnership. have determined that the Merger is in furtherance
of and consistent with their respective long-term busirrass strategies and is fair to and in the best
interests-of thcxr rcspecuvc shareholders and stockholézrs. each of HoldCo and ScottishPower
has approved t this Agresment and the Me"gcr UKSub i and UKSub 2-in their capacity as general
partners of the Parmership and as parties to Section 2.2! have approvcd this Agreement and the
Merger, and the Partership has agreed that. immediatziy following the formation of Merger
Sub, it will apprové this Agr::*zcnt 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(3) of the Intemal Revenue Code of
1986, as amended (the "Code™); and

1/

WHEREAS, HoldCo, ScottishPowcr the Parmership and the Company desire to
make certain rcprcsentations warranties and agresments in connection with the Merger and also
_to prescribe various conditions to the Merger;

i : '

\IOW THEREZORE, in consideration of ihe mutual covenants and agre=ments
set forth in this Agresment. and for other good and valuable consideration, the receipt and
sufficiency of which are hereby acknowiedged. the parties hersto agree as follows:

/

ARTICLE [
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 hany shall continue as the surviving corporation in the Merger (the " ving
Corporation"). Merger Sub and the Company are sometimes referred to hcrcm as the .
“Constituent Corporations™. As a result of the Merger, the outstanding shares of capital stock of
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the Constirzent Corporations shall be converted anéd cancsiled in the manner provided in
Article I.

1.02  Closing. Unless tlis Agreement shall have been terminated and'
the transactions hersin contemplated shall have besr 2bandoned pursuant to Section 8.01. and
subject to the satisfaction or waiver (where appliczbie) of the conditions set forth in Article VII
the consummarion of the Merger (the "Closing") will take place at the offices of Milbank,
Tweed, Hadley & McCloy, 1 Chase Manhantan Plaza. New York, New York 10005, at 10:00

~a.m., local time, on the fifth business day following satisfaction or waiver (where applicable) of

the conditions set farth in Article VII. unless another date, time or place is agrezd to in writing.
by the parries hereto (the "Closing Date"). At the Closing there shall be delivered to HoldCo,
ScottishPower, the Parmership, Merger Sub and the Company the certficates and other =
documents and insguments required to be deliversd under Aricle VIL

1.03  Effective Time. Atthe 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 tthe "Szcretarv of State"), as provided in
Section 60.494 of the BCA. The Merger shall become =ffective 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 Instruri':xcnt. At the Effzctive Time, (i) the Articles of

Incorporation of the Company as in effect immediately prior to the Effective Tirhe 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 Articles of Incorporation of the Surviving -
Corporation and such Bylaws.

1.05 - Directors and Officers of the Surviving Corporation. The
individuals listed on Schedule I shall. from and after the Eifective 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 C orporation's Articles of Incorporation
and Bylaws. ' -

106 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 hersto 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 consummate the Merger, to vest the Surviving Corporation
with full title o all assets, properties, privileges, rights, approvals, immunities and franchises of
cither of the Constituent Corporations or to effect the other purposes of this Agreement.”
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ARTICLE I
CONVERSION OF SHARES

2.01 - Conversion of Capital Stock. At the Effective Time, by virue of
the Merger and, with respect 1o clauses (a)-(c), (f) and (g) hereof. without any action on the part
of the holder thersor: ‘ :

(@)  Cavital Stock of Merzer 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 equal to the number of shares
of Merger Sub Comimon 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 Corporation ("Survivine Corporation Comnmon Stock™). '

(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,
Sco’ttishPowcr,fﬂic Partnership, Merger Sub or any other wholly-owned Subsidiary (as defined in
Section 9.12) of HoldCo or ScomishPower, shall be canceléd and retired and $hall cease to exist

and no stock of HoldCo or other consideration shall be delivered in exchange therefor.

-

. (¢) - Conversion of Companv Common Stock. (i) Each issued and outstanding
share of Company Common Stock (other than shares to be cancelled in accordance with Section
2.01(b)), shall be converted into the right to receive (A) .58 HoldCo ADSs (the "ADS
Consideration™), or (B) if a properly completed Ordinary Share Election Form (as defined in
Section 2.02) shall have been submitted to the'Exchange Agent (as defined in Section 2.02)ona
timely basis with respect to such share of Company Common Stock, 2.32 fully paid and
nonassessable Merger Ordinary Shares (the "Ordinar Share Consideration"; the Ordinary Share
Consideration and the ADS Consideration are each sometimes referred to hersin as the "Merger
Consideration"). All shares of Company Common Stock t0 be converted into shares of HoldCo

" ADSs or Merger Ordinary Shares pursuant to this Sectiont 2.01(c) are hereinafter referred to as
"Converted Shares." : ' L

: pet . '

(i1) If, (A) prior to the time at which the Scheme of Arrangement becomes
effective (the "Scheme Date"), ScottishPower shali pay a dividend in, subdivide, consolidate or,
except pursuant to the Scheme of Arrangement, issue by capitalization of its reserves, any
ScouishPower 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 shallbe
multiplied by a fraction, the numerator of which shall be the Aumber of ScottishPower Ordinary
Shares or HoldCo Ordinary Shares, as applicable, outstanding immediately after, and the
denominator 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 Merger Consideration subject to further adjustment in accordance with this sentence.

NY1:#3203227v8




‘e

(iif)  All shares of Company Commoz Stock converted in accordance with
paragrapn (i) of this Section 2.01(c) shall no longer be cutstanding and shall, as part of the
consideration for the allotment and issue by HoldCo ref=mred to in Secrion 2.01(e) below,
automatically be canceled and retifed and shall cease to =xist, and each holder of a certificate
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.- '

(d)  UKSub I shall continue to be ths owner of 2 90% general parmership
interest in the Parmership, and UKSub 2 shall continue to be the owner of a 10% general

-

parmership interest in the Parmership.

_ (e)  Asconsideration for the acquisition by the Parmership 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 murually agresd upon by HoldCo
and the Partnership (the "Parmershit Loan Note"), (ii) UKSub 1 agress to allot and issue to
HoldCo fully paid-ordinary shares of £1 each and (iii) UKSub 2 agrees to allot and issue 10
HoldCo fully paid ordinary shares of £1 each, In consideration of the other steps referred to in
this Section 2.01 (including, to the extent sét/out 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 Denositary™) 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 M, 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 10 be issued in the Merger 10 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 11, and (i1) the number of Merger Ordinary
Shares to be'issued in the Merger. ' T

(f) * Subject to the terms and conditions of the Company's Stock Incentive Plan

(the "Company Option Plan") and the stock option agre=ments executed pursuant thereto, each
‘option to purchase Company Common Stock granted thereunder that is outstanding at the
Effective Time (2 "Company Qotion") shall be converted 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 priot to the Effective Time, on the
basis described in Section 6.10. The Cormipany as the Surviving Corporation and HoldCo shall
take all action necessary to ensure that HoldCo has contol of the operation of the Company
Option Plan and the Company Restricted Stock Plans. '
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(g)  Subject to Section 5.01 (c)iv¥C). the Company Preferred Stock (as
defined below) shall not be aft: ::::d by the Merger and shail continue to have the same rights and
preferences as were in effect prior (0 consummation of the Merger.

2.02 Proccdur: for Elccuon. At such time 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. HoldCo will make available to all holders of Company Common
Stock of record a letter of transminal 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 respéct to ail or any portion of such holder's shares of
Company ¢ Common Stock ("Ordinarv. Share Election™. As of the Election Date (as hereinafter
defined), any share of Company Common Stock with respect to which there shall not have been
effected such clccnon by submission to the Exchange Agent (as defined in Section 2.03) of an

effective, properly complctcd Ordinary Share Election Form shall be converted in the Merger
into the right to receive the ADS Cormdc"anon

(2)  Any election to receive the Ordinary Share Consideration shall have besn
validly made oniy 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 or signatures thereon guarantesd if required by the Ordinary Share
Election Form) by such holder of shares of Companv Common Stock. As used herein, "Election

-Date" means a date announced by HoldCo, in a news reiease delivered to the Dow Jones News

Service, as the last day on whick an Ordinary Share Election Form will be accepted; gmwded.
however. that such date shall be 2 business day no eariier than five (5) business days prior to the
date on whlch the Effective Time occurs and shall be at least five (5), and not more than 20,
business days following the date of such news release: grovided further, that, subsequent to sucl'i
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 (ii) not later than the date cn which the Effective Time occurs. HoldCo shall have the right
to ma.ke reasonable detsrminations and to establish reasorable procedures (not inconsistent with

‘the terms of this Agreement) in guiding the Exchange Agant in xts determination as to the

validity of Ordmarv Shar: Election Forms and of any revision,. revocation or withdrawal thereof.

(b) Two or more holders of shares of Company Common 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 arid who so
certifies to HoldCo's reasonable satisfaction. may submit a 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. Forall purposes of this Agresment, 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 nominees
only may submit a separate Ordinary Share Election Form for each beneficial owner for whom
such record holder is a nomines; grovidc_d. however. that. at the request of HoldCo, such record
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holder shall centify to the reasonable satisfaction of Hoi¢Co that such record holder holds such
" shares as nomines for the benezcial owner thereof. Fer purposes of this Agreement, each

beneficial owner for which an Ordinary Share Election Torm is submirtted will be reated as a

separate holder of shares of Company Common Stdck s=bject. however, to Section 2.02(b).

: (d)  Any hoider of shares of Company Common Stock may at any time prior to
5:00 p.m. New York City time. on the Election Date revoke such holder's election by written
notice to the Exchange Agent received at any time prior t0 5:00 p.m., New York City time, on
the Election Date.

2.03 Exchange of Centificates. (a) Exchange Acent Prompdy
following the Effective Time, (i) HoldCo shall issue to and deposit with the ADR Deposxtary for
the benefit of the holders of shares of Company Commo:i Stock converted into the ADS
Consideration in accordancc with Section 2.01(¢), HoldCo Ordinary Shares in an amount
‘sufficiexnt to permit the ADR Degositary to issue HoldCo ADRSs representing the number of
HoldCo ADSs issuable pursuant to Section 2.01(c) and 1ii) HoldCo shall, for the benefit of the
holders of the shares of Company Common Stock convered into Merger Ordinary Shares in the
Merger, make avaxlable to the Surviving Corporauon fcr deposit with a bank or trust company
designated before the Closing Date by HoldCo and rezsonably acceptable to the Company (the
"Exchange Agent"), (A) certificates representing the number of duly authorized whole Merger
Ordinary Shares issuable in accordance with Section 2.01(c). and (B) an amount of cash equal to
the aggregate amount payable in lieu of fractional HoluCo ADSs and Merger Ordinary Shares.in
accordance with Section 2.03(e) (such cash. certificates ¢ spresenting Merger Ordinary Shares’
and HoldCo ADRSs representing HoldCo ADSs, together with any dividends or distributions with
respect thereto being hereinaiter 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 agre= 10 "hold such Merger Ordinary Shares and funds for delivery as
contemplated by this Section and upon such additional t2zms as may be .agreed upon by the
Exchange Agent, the Company and HoldCo. HoldCo shall cause the ADR Deposuary 10 issue
through and upon the instructions of the Exchange Agen:. for the benefit of the holders of shares
of the Compa.ny Common Stock converted into the ADS C onsideration in accordance with
Section 2.01(c), HoldCo A'DRs representing-the number of HoldCo ADSs issuable pursuant to
Section 2.01(c). Neither HoldCo, ScottishPower, their respective 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 Corporauon on adaily basis. Any interest and other income
resulting from such investments shail promptlv be paid to the Sumvmg Corporation.

(b) Exchange Procedures.  As soon as reasonably practicable after the
Effective Time, the Surviving Corporation shall cause th2 Exchange Agent to mail to each holder
of record of a certificate or cemificates which immediately prior to the Effective Time
represented outstanding 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
Sharés {x) a letter of transminal (which shall specify that delivery shall be effected, and risk of
loss and title to the Cestificates shall pass, only upon delivery of the Certificates to the Exchange
Agent-and 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) inswructions for use in effecting the surrender of the
Cenificates in exchange for certificates 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 for cancellation to the Exchange Agent,
together with such letter of transmirttal duly executed and compieted in accordance with its ters,
the holder of such Certificate shall be endtled to receivein exchange therefor (i) one ormore - -
HoldCo ADRs representing, in the aggregate, that whole numbper of HoldCo ADSs and/or a
certificats or certificates representing that whole numnc' of Merger Ordinary Shares elected to
be received in accordance with Section 2.02. (ii). the amount of dividends or other distributions,
if any, with a record dat- on or after the Effective Time which theretofore became payable with
respect to such HoldCo ADSs and Merger Ordinary Shares. and (m) 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 nght t0 recsive pursuant to the provisions of this Article
I1, and the Ccmﬁcate so surrendered shall forthwith be canceled. In no event shall the holder of
any Certificate bc entitled to receive interest on any funds to be received in the Merger. In the
“event of 2 transfer of ownership of Company Common Stock which is not rcg;stc'ed in the
. transfer records of the Company, one or more HoldCo ADRs representing, in the aggregate, that

- whole number of HoldCo ADSs and/or a certificate or certificates 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 to a transferee if the Certificate representing
such Company Cotrimon Stock is presented 1o 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 Cerificate 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
conternplated by this Article II. Notwithstanding the foregoing, Certificates representing
‘Company Common Stock surrendered for exchange by 2ny person constituting an "affiliate” of
the Company for purposes of Section 6.04 shall not be exchanged until HoldCo has received an -
Affiliate’ Agreement (as defined in Secuon 6.04) as pr!ovided in Section 6.04.

(©) 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 shail surrender such Centificate in accordance with ‘this Section.
Sub]cct to the effect of applicable laws, following surrender of any such Certificate, there shall
be paid to the record holder of the certificates rcprcscnung the HoldCo ADRs which represent
HoldCo ADSs and Mcrger Ordinary Shares issued ir exchange therefor, without interest, (i) at
the time of such surrender, the amount of dividends or other distributions, if any, with a 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 appropriate payment datz. the amount of dnndc'xds or other .
distibutions with a record date on or after the Effective Time but pnor to surrender and a
payment date subsequent to surrsnder payable with respect o such HoldCo ADSs and Merger

Ordinary Shares.

(d)  No Further Ownership Rights in Company Common Stock. All HoldCo
ADSs and Merger Ordinary Shares issuec -=on the surreader for exchange of Certificates in
accordance with the terms hersof (including any cash paid pursuant to Section 2.03(¢)) shall be
deemed to have been issued at the Effective' Time in full satisfaction of all rights pertaining to
the Converted Shares represented thereby, subj ect, 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 Effsctive Time, the stock transfer books of the
Company shall be closed and there shall be no further regisiration of transfers thereon of the
shares of Comipany 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 s shall be canceied and exchanged as provided in this Section.

(¢) . No Fractional Shares. No centificate or scrip rcprcsmunv fractional

HoldCo ADSs or Me'zcr 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 ariy such fractional HoldCo ADS or Merger Ordinary Share, each
holder of Certificates who would otherwise have bezn entitled %o 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 a 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 eatitled, and/or (i) a
cash payment in lieu of such fractional Merger Ordinary Share determined by multiplying

(A) the Sales Price of 2 HoldCo ADS Ordinary Sharz 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 Tapc on such day and, with respect to Merger
Ordinary Shares, the closing middle market quotation of a 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 IT.shall thereafter look only to HoldCo'(subject to
abandoned property, escheat and other similar laws) as general creditors for payment of their
clan'n for HoldCo ADSs, Merger Ordinary Sharcs, any cash in lieu of fractional HoldCo ADSs

=
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and Merger Ordinary Shares ard any dividends or diswis utions thh r:spc"t to HoldCo ADSs
and Merger Ordinary Shares. Neither HoldCo. ScomisnPower ror the Surviving Corporation
shall be liable to any holder of any Cenificate for HoldCo ADSs or Merger Ordinary Shares (or
dividends or distibutions with respect to either), or cast payable in respect of fractional HoldCo
ADSs or Merger Ordinary Sharss, delivered to a public official pursuant to any applicable

- abandoned property, cschcat or similar law.

(8)  Lost Cerificates. If any Certificare 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 post1n° by such person of a bond in
such reasonable amount as HoldCo may direct as indemaiity against any claim that may be made
against it with respect to such Certificate, the Exchange Agent will deliver in exchange for such
lost, stolea or destroyed Certificate the apphcablc Mergsr Consideration with respect to the
shares of Company Common Stock formerly represented thersby, any cash in lieu of fractional
HoldCo ADSs or Merger Ordinary Shares. and unpaid éividends and distributions in respect of
or on HoldCo ADSs or Merger Ordinary Shares deliv erable in respect thereof, pursuant to this
Agresment.

2.04 Withholding Rights. Each of the Surviving Corporation and .
HoldCo shall be entitled to deduct and withhold from ths consideration otherwise payable _
pursuant to this Agresment 10 any holder of shares of Company Common Stock such amounts as
itis rcquxrcd 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

deducnon and withholding was made by the Surviving Corporation or HoldCo as the case may
be.

ARTICLEIII )
x REPRE:E\T ATIONS AND W -\RRA.\TIES OF THE COMPANY

The Company represents and warrants to HoldCo. ScottishPower, the Partncrshi'ﬁ
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 3s of the date hereof), as follows:

3.01  Oreanization 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
busmcss 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 rccogmzc 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 matcnal adverse effect (as defined in Section 9.12) on the Companv and its Subsidiaries
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taken as a whole. Each of the Company and its Subsiciaries is duly qualified, licensed or -
admitted to do business and is in good standing (with r=spect to jurisdictions which recognize the
concept of good standing) in each jurisdiction in whick e ownership, use or leasing of its assets -
and properties, or the conduct or nature of its business. maikes such qualification, licensingor
admission necessary, except for such failures to be so qualified, licensed or admired and in good
standing (with respect to jurisdictions that recognizs == concspt 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 ScortishPower, the Parmership and Merger
Sub by the Cempany on such date (the "Companv Disclosure Letter") sets forth (i) the name and
jurisdiction of organization 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 outstandmg shares of such Subsidiary’s capital stock and (c) the record owners of
such Subsidiary's shares and, (y) with rcspccz to Subsidiaries that are parmerships, the names and  |;
ownership interssts of the parmers thereof. The Company has previously delivered to '
ScottishPower correct and compiete copies of the csrificate or articles of i incorporation and
bylaws (or othér comparable charter documents) of the Company and its Subsidiaries.

(b) Section 3.01 of the Company Disclosure Letter sets forth a description as
of December 6, 1998, of ali Company Joint Ventures. including (i) the name of each such entity
and the Company's interest thersin, and (ii) a brie{ d=scription of the prmcmal 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:or other
entity (including parmc"smps 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 dny such entity;

(i) "Comoanv Joint Venture" shall mean any Joint Venture of the Company
or any of its Subsidiariss; and : '

© (1) "Scottish Power Joint Venture" shall- mean any Joint Venture of
ScottishPower, HoldCa or any of their respective Subsidiaries.

()  Except for interests in the Suosxcxancs of the Company, the Company

Joint Ventures and as disclosed in the Company SEC Reports (as defined in Section 3.05) fited
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 eqmty or simiiar interest in, any material co"poranon,
partnership, limited liability company, joint venture or other business association or entity (other
than non-controlling invesuments in the ordinary course of business and corporate partnering,
development, cooperative marketing and similar undertaiings and arrangements entered into in
the ordmarv course of busmcss)
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3.02 Capital Stock. (a) The authorized capitai stock of the Company

consists of:

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

(if) 126,533 shares of 5% prcrcn':u stack. 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, §, 932 shares were designated the 6.00% Sertes. 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 preferred 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 Series, and 750,000 shares were

dcsmnated the $7.48 Series. respectiv dv (coilectively. thc "Comuanv Preferred Stock™).

As of November 30, 1998', 28,817.971 sh;rcs 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 are. and all shares reserved for issuance will be,
upon issuance in accordance with the terms spccu'-d in the instruments or agreements pursuant
to which they are issuable. duly authorized. validly issued. fully paid and nonassessable. Except
pursuant to this Agreement and except as described in Section 3.02 of the Company Disclosure
Letter, as of December 6, 1998 there were no cutstanding subscriptions, options, warrants, nghts
(including 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 agrecment (together . "Ootions"). ol:vhzar.xru7 the Company or
any of its Subsidiaries to issue or sell any shares of capu:u stock of the Company or to grant,
extend or enter into any Option with r.spcct thereto. -
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(b)  Exceptas dlscloscd 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, fres 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 S1.28 Series, S1.18 Series and S1.16 Series of no par
serial preferred stock, is entitled to one vote per share, voung 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
Dcc-mbcr 6, 1998 or Section 3.02 of the Company Dlsclosurc Letter, there are no (i) outstanding
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Options obligating the Company or any of its Subsidiaries to issue or seil any shares of capital
stock of any Subsxdmry of the Company or to grant. extend or enter into any such Option or (ii)
voting trusts. proxies or other commimments. understandings, reswrictions or arrangements in
favor of any person other than the Company or a Subsidiary wholly owned, directly or indirectly,
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.

(c) Noneof thc Subsidiaries of the Company or the Company Joint Ventures
is a "public utility companv," a "holding companv." a "subsidiarvy company" or an "affiliate" of
any public utility company within the meaning of Section 2(a)(5), 2(aX(7), 2(a¥8) or r202)(11)of
the Public Uuhty Holdmg Company Act of 1935, as am:zmcd (the "1935 Act"), respectively.

(d)  Exceptasdisclosed in the Companv Sr_C Reports filed prior to December
6, 1998 or Section 3.02 of the Company Disclosure Leter, there are no outstanding conractual
obligations of the-Company or any Subsidiary of the Company to rcpurchasc, redeem or
otherwise acquire any shares of Company Common Stock or any material capital stock of any
Subsidiary of the Company or to provide any marerial amount of funds to, or make any material
investment (m the form of a loan. capital contribution or otherwise) in, any Subsidiary of the
Company'or any othc' person. . -

3.03  Authoritv Relative 0 this Aereement. The Company has full
corporatc power and authority to enter into this Agre=ment. and, subject to obtaining the
Company Stockholders' Approval (as defined in Section 6.03 (b)), to perform its obllvaLtions )
_hereunder and to consummate the transactions contemplated hereby. The execution, de}ivcry
*.and performance of this Agresment 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 Du'cctors of the Company has recommended approval of
this Agreement by the stockholders of the Company and directed that this Agresment be
submitted to the stockholders of the Company for their consideration, and no other corporate
procc‘dmzs on the part of the Company or its stockholders are necessary to authorize the _
eéxcecution. delivery and performance of this Agreement 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 coristitutes 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 considcrcd ina procc:diné'in equity or at law).~.

3.04 Non-Contavention: Aoprovals and Conscnts (2) The execution
and delivery of this Agresment by the Company do not., and the performance by the Company of
its obligations hereunder and the consummation of the transactions contcmplatcd hereby will not,
conflict with, result in a violation or brcach of, constitute (with or without notice or lapse of time
or both) a defauit 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 ";.xcn upon any of the assets or properties of the Company or any of its Subsidiaries or any
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of the Coi;:pany Joint Ventures under, any of the terms. conditions or provisions of (i) the
certificates or articles of incorporation or bylaw's (or othsr comparabie charter documents) of the
Company or any of its Subsidiaries, or (ii) subject to t:2 obtaining of the Company Stockholders'
Approval and the taking of the actions described in Section 3.04b), (x) any starute, law, rule,
regulation or ordinance (together, “laws"), or any judg==at. decres, order, writ, permit or license
. (together, "orders"), of any coun, tribunal, arbitrator, azthority, agency, commission, official or
other insorumentality of the Urited States, any foreign country or any domestic or foreign state,
county, city or other political subdivision (a "Governm=zral or Rezulatorv Authoritv™) applicable
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. rorgage, security agreement, indenture,
licentse, franchise, permit, concession, contract, lease or other instrumeat, obligation or '
agreemaent 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) conflicts. violations, breaches, defaults, rights
of payment and reimbursemen:. terminations. modificasions. accalerations and creations and
. impositions of Ligns which. irdividually of in the aggrezate. would not reasonably 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.

_ (®)  Excepu (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 thercunder (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 (ths "Exchanee Act"), and the Securities Act
of 1933, as amended, and the rules and regulations ther=under (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 conneczion with the transactions contemplated by
this Agreement, (iii) for the fiiing of an application urcsr Section 203 and any directly related
Section of, ér regulation undez, the Power Act (as defined in Section 3.05(b)) for the saleor  _
disposition of jurisdictiontal facilities of the Company (iv) for the filing of the Articles of Merger
and other, appropriate merger documents required by thie 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; and (V) as disclosed in Section 3.04 of the Company
Disclosure Letter, no consent. approval.or action of, filing with or notice to any Governmental or
Regulatory Authority or other public or private third panty 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 mransactions 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 Sv..osxman-s taken as a whole or on the ability of
the Comnany to consummate the wransactions contsmpiated by this Agreement.

3.05 SEC Repoms. Fmancxal Starements and Utilitv Reports. (a) The

Company nas delivered to ScomishPower a true and compieze copy of each form, report,

schedule, registration statement, registration exemption. if applicable, definitive proxy statement
and other document (together with all amendments ther=oi rand supplements thereto) filed by the
Companv or any of its Subsidiaries with the SEC since Dec=mber 31, 1995 (as such documents
have since the time of their filing been amended or suppiemented, the "Companv SEC Revorts"), -
which are all the documents (other than preliminary miateriais) that the Company and its
Subsidiaries wers r..quxrcd to file with the SEC since such date. As of their respective dates, the
Company SEC Reponts (i) complied as to form in all material respects with the requirements of
the Sccunncs Actor thc Exchange Act, if applicable. as the case may be, and (ii) did not contain
any unwue ‘statement of a material fact or omit to state a nat:nal fact r:quu-td to be stated

therein or nc..cssaxy in order to make the statements thereizi. in light of the circumstances under
‘which they were made, not misleading. The audited consolidated financial statemesits and
unaudited interim consolidated financial statements (inciuding, in each case, the notes, if any,
thereto) included ift the Company SEC Reports (ths "Companv 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 accordarice with U S. generally acccptcd accounting principles
apphcd on a consistent basis during the pentods involved (except as may be indicated therein or
in the notes thereto and except with respect to unaudited statements as perrmtted by Form 10-Q
of the SEC) and faxrly present (subject, in the case of the unaudited interim financial statements,
to normal, recurring year-end audit adjustments (which ars 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
mpccuve 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 m
the-Company Financial Statements for all periods coversd thereby.

‘()  All material filings required t0 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 appropriate 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, reports. agreements and all material documents,
exhibits, amendments and supplements appenaining thersto, including but not limited to all
material rates, tariffs, franchises, service agreements and related documents, complied. as of their
respective dates, in all materjal respects with all applxcaolc requirements of the appropriate
statute and the rules and regulations thereunder.

. 3.06 Absence of Certain Changes or Events. Except s disclosed in thc
Company SEC Reports filed prior to December 6, 1998 or Section 3.06 of the Company
stclosurc Letter, (a) between December 31, 1997 and D2cember 6, 1998, there has not been any
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change, event or dcvelopmcm having, or that would re2sonably be cxpc'-ted 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 dcvclopnc 1ts occurring as a result of general
econormic 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 are engaged), and (b) berween Decsmber 31, 1997 and December
6, 1998 (i) the Company, its Subsidiaries and the Comnanv 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 acqmrc (by merging or consoudatmg with, or by purchasing a
substannal equxty intérest in or a substandal pomon of the assets of, or by any other manner) any
business or any corporauon, parmership, association or other business organization or division
thereof for a purchasc price (mcludmg the amount of any indebtedness assumed in connection
therewith) of S25 rmlhon or more in any one transaction or (y) sold, leased or othenwise dtsposed
of any of its assets or propc"ucs (or agreed to do so) other than dispositions in the ordinary ‘
course of business consistent with past practice or having a net book value of $25 million or less
in any one tmnsacuon
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3 07 Absence of Undisclosed L
reserved against in the balance sneet for the peniod ended De-bmbc. 31, 1997 mcludcd in the
Company Financial Statements or as disclosed in ths Company SEC chorts 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 ar 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 naturs that would be required by U.S: generally accepted accounting
principles to be reflécted on a consolidated balance sheet of the Company and its consolidated
subsidiares (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 ars not having, and
would not reasonably be expected to have, individually or in the aggregate, a rnatcnal adverse
effect on the Compa.nv and its Subsidiaries taken as a whole.
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3.08 Légal Proceedings. 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 marters which are governed by Section 3.15. (i) there are no actions,
suits, arbitrations or proceedings pending or, to the know ledge of the Company, threatened
against. nor to the knowledge of the Company are there any Governmental or Regulatory
Authority investigations or_audits pending or threatened against, the Compa.ny 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 reasonably be expécted 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 subjcct to any order of any Governmental or
Regulatory Authority which, individually or in the aggregate, is having or would reasonably be
expectzd 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 contcmplated by this
Agrc-man
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3.09 Informaton Suovlied. (a) The proxy statement relating to the
Company Stockholders' Mesting (as defined in Section 6.03(b)), as amended or supplemented
from time to time (as so amended and supplemented. the "Proxy 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 wransactions 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 Sccurmcs Act. respccuvcly, 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' Mesting, contain any untrue statement
of a material fact or ormt to state any material fact required to be stated therein or necessary in
order to make the statements therein, in light of the circumstances under which they are made,
not misleading, except that no r-pr..scmanon is made by the Company with respect to
information supplied in writing by or on behalf of HoldCo. ScottishPower, the Partnership or
Merger Sub expressly for inclusion therein and information incorporated by reference therein

from documcms filed by HoldCo, ScottishPower or any of their respective Subsxdxancs with the
SEC. T ) ;

(b) - The information supplied or to be supplied by the Company for inclusion
in any filing by HoldCo or SconishPower with the LSE in respect of the Merger (including,
without limitation, the Class 1 circular to be issued to shareholders 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
"ScoutishPower Disclosure Documents™) will, at ail 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 requirsd to enable the ScottishPower Disclosure Documents and the
parties hereto to comply in all material respects with all United Kingdom statutory and other
legal and regulatory provxsmns (including, w ithout 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

xmpon of such information.

(¢ Notwithstariding the foregoing provisibns 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
ScouishPower Disclosure Documents based on information supplied by HoldCo, ScottishPower
or the Parmership expressly for inclusion or mcorporauon by reference therein or based on -

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

3.10 Permits: Compliance with Laws and Orders.. The Company, its
Subsidijaries and the Company Joint Ventures hold all permits, licenses, franchises, variances,
exemptions, orders and approvals of all Governmental and Regulatory Authorities (other than

17
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environmental permits which ars governed by Section 3. 3) necessary for the lawful conduct of
their respective businesses (the “Comopany Permits"). sxz=nt for failures to hold such Company
Permits which, individually or-in the aggregate. are not 2zving and would not reasonably be
expected to have a material adverse effect on the Compazy and its Subsidiaries taken as a whole.
The Company, its Subsidiaries and the Company Joint V'zntures are in comphance with the terms
of the Company Permis, excegt failures so to comply which, individually or in the aggregate, are
not having and would not rcasonanly be expected to have 2 material adverse effect on the
Company and its Subsidiaries taken as a whole. Except as ‘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 Venmuress are not.in 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 net having and would not reasonably be
expected to have a material adverse effect on the Company and its SubSIdxanes taken as a whole.

3.11 Compiiance with Agresments. Except as disclosed in the
Company SEC chons filed prior 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 nior, to the knowledge of the Company. any otzer party thereto is in breach or violation
of, or in defaultin the periormance or observance of any t2rm or provision of. and no event has
occurred which, with notice or izpse of time or both. would reasonably be expected to resultin a
default under, (i) the cenificates or articles of incorporation or bylaws (or other comparabie
charter documents) of the Company or any of its-Subsidiaries or (it) 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, except in the case of clause (ii) for breaches, violations
and defaults which, individually or in the aggregate, are 20t having and woulid not reasonably be
expected to have a matezial adverse effect on the Company-"and its Subsidiaries takcn-as a whole.

3.12 Taxes. Except as disclosed in the Company SEC Reports filed
prior to Deccmber 6 1998 or Section 3 12 of the Comu:'.m Disclosure Lem:r'

~, (a) - Eachior the Company and its Subsidianies 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 bezn timely filed or granted and have not expired. and all tax returns and reports are
complezc 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 returns completc 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 adequate res=rve 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 aggregare, have a material adverse effect-on the Company and its
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Subsidiaries taken as a whole. No requests for waivers of the time to assess any taxes against the
Company or any of its Subsidiaries have been granted or ars peading, 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. or, 0 the extent not adequately reserved, the
assessment of which would not reasonably be expected to have, individually or in the aggregate,
a marerial adverse effect on the Company and its Subsidiaries tzken as 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 reasonably likely to prevent the Merger
from qualifying s a tax-fres reorganization within the me2ning of Code Section 363(a).

(c) - 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 maie any payment, or is 2 party to any
agreement that under centain circumstanices could obligare it to make any payments that will not
be deductible under Code Section 280G.

(d) Each of the Company and its Subsidiaries has disclosed on its federal |
income tax returns all positions taken therein that could give rise to 2 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 return (other than 2 group
the common parent of which was the Company) or (ii) has any material liability forthe 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. h

(f) Asused in this Section 3.12 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 dutizs 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. - S

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 2 material adverse effect on the
Company and its Subsidiaries taken as a whole, (i) alt 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 (ii) neither the Company norany of its
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
arc any such liabilities or obligations expected to be incurred. Except as specifically set forth in
Section 3.13 of the Company Disclosure 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 evext under any Company Empioyes 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 empioyes. The only severance agrezments or
severance policies applicable to the Company or any of its Subsidiaries are the agreements and
policies specifically referred to in Section 3.13 of the Company Disclosure Lezer.

(b)  Asused hersin:

@) "Company Empioves Benefit Plan" means any Plan (other than any
"multiempioyer plan," as that term is defined in Secuon 4001 of ERISA) entered into,
established, maintained, sponsored, contributed 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 Employee Retirermant Income Security Act of 1974, as
amended. and the rules and regulations thereunder ("ERISA™). Section 412 of the Code or Title
[V of ERISA. at any time during the five-year pericd immediately preceding December 6, 1998;
and i .

(i)  "Plan" means any employme=t. bonus. incentive compcnsation,-ﬁefcmd
compensation, long term incentive, pension. profit 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, charige of control or other benefit plan, agresment,
practice. policy, program, scheme or arrangement. whether written or oral, and whether -
applicable to only one individual or a 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. / ~/ : : "

. ()  Complete and correct copies of the following documents have besn made
available to ScottishPower, as of December 6, 1998: (i) all material Company Employes Benefit

-Plans and any related trust agreements or related insurance contracts and pro forma option

agreements, (ii) the-thost 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 5500 and Schedules thereto for each Company Employee Benefit Plan subject to
such reporting, (i) 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(2) of the Code, (v) the most recent accountings with respect to each Company
Employes Benefit Plan funded through a trust, (vi) the most recent actuarial report of the
qualified acuary of each Company Employes Bensfit Plan with respect to which actuarial
valuations are conducted. ' )

>
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(d  Exceptasdisclosed in the Company SEC Reports filed prior to December

6, 1998 or Section 3.13 of the Company Disclosure Lemnez, neither the Company nor any
Subsidiary maintains or is obligated to provide benefits under any life, medical or health Plan
(other than as an incidental benesit under a Plan quaiified under Section 401(a) of the Code)
which provides beaefits to retiress or other termiriated emaployees other than benefit _
continuarions rights under the Consolidated Omnibus Budget Reconciliation Act of 19885, as
amended. _

(&)  Exceptasset for"tp in'Section 3.13 of the Company Disclosure Letter, cach
Company Employge Benefit Plan covers only employess 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 ransfer of rights with respect to any such plan.

€3] Except as disclosed in the Cotnpany SEC Reports filed prior to December
6, 1998 or Section 3.13 of the Comipany Disclosure Lerter. 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 "muitiemployer
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) ncither the Company. any Subsidiary nor any ERISA Affiliate
has incurred, any material withdrawal liability, (ii) neither the Company, any Subsidiary nor amy
ERISA A ffiliate has received any notice that (A) any such plan is being reorganized in a manner .
that will result, or would reasonably be expected to resuit. in material liability, (B) increased
contributions of a2 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 expectedito become,
insolvent, and (iii) to the knowledge of the Company, there are no PBGC (as defined below):
procesdings against any suf:h plan.

(g) - Exceptas disclosed in the Company SEC Reports filed prior to December
6, 1998 or Section 3.13 of the Company Disclosure Larter. no event has occurred, and there
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 agresment 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 resultin liability to
the Pension Benefit Guaranty Corporation ("PBGC") under Section 302(c)(11), 4062, 4063,
4064 or 4069 of ERISA, or atherwise, with respect to the Company, any Subsidiary, HoldCo,
ScottishPower or any corporation or organization controlied by or under common 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 in 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
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3.13 of the Company Disclosure Schedule. no "reportabie svent" within the meaning of Section
3043 of ERISA has occurred with respect to any Company Employee Benefit Plan thatis a
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 besa waived. "

- (i) Exécpt as set forth in Section 3.13 of the Company Disclosure Schedule,

no employer securities, employer real property or other smpioyer property is included in the
assets of any Company Employee Benefit Plan. : : :

() Nostock appreciation rights are outstanding under the Company Stock
Incentive Plan or any other plan or arrangement maintained by the Company or any affiliate of
the Company. : . 7

—

, 3.14 Labor Matters. (a) Except as set forth in Section 3.14 of the
Company Disclosure Letter, neither the Company nor any of its Subsidiaries is a party to any
collective bargaining agreement or 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 Con_x;_é_ar_xy Disclosure Latter. there are no disputes pending or, to the knowledge of the
Company, threatened between the Company or any of its 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 expectzd to have 2 material adverse effect-on

" the Company and its Subsidiaries taken as a whole. anc. to 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, or strike by employess of the Company or any of its
Subsidiaries or any of the Company Joint Venturss except as would not, individually or in the
aggregate, reasonably be expecied to have a material adverse effect on the Company and its
Subsidiaries taken as a whole. : s S

(b) - To the knowiedge of the Compary. neither the Company nor any of its
Subsidiaries nor any of the Company Joint Venturss 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 a

N

material adverse effect on the Company and its Subsidi::riés taken as a whole.

3.15 Environmental Matters. Except as disclosed in the Company SEC
Reports filed prior to December &, 1998 or in Section 3.15 of the Company Disclosure Letter and
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:

(a) Q) Each of the Company, its Subsidiaries and the Company Joint

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

(i)  Neither the Company nor any of its Subsidiaries nor any of the Company
Joint Ventures has received any written communication from any person ot
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Governmental or Reguiatory Authority. that aiiegss that the Company or any of its
Subsidiaries or any of the Company Joint Vezrerss is not in such compliancs with
appiicable Environmentai Laws.

. (b). Each of the Company;, its Subsidiz-ies and the Company Joint Veatures
has obtained all environmental. k2aith and safety permits and governmental authorizations

(collectiveiy, 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 timely filed and is pending agency approval,
and the Company, its Subsidiaries and the Company Joint Ventures are in compliance with all
terms and condidons of the Environmental Permits. ' '

()  There is no Environmental Clzim (as hereinafter defined) peading

. @) against the Company or am of its Subsidiaries or any of the Company
Joint Venturss; ' '

(ii) o the knowiedge of the Compan:. against any person or entity whose
liability for any such Environme=ral 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
operation of law; or

-~

(iif)  against any real or personal prope=y 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 besn any Relesses (as
hereinafter defined) of any Hazardous Matesial (as hersinafter defined) that would be reasonably
likely to:form the basis of any material Environmental Claim against the Company or any of its
Subsidiaries or any of the Company Joint Ventures. or against any person or entity whose
liability for any Environmental Claim the Company or 2ny 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.- _— '

(¢)  To the knowledge of the Compary. 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 Environmeatal 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 2 Environmental Claim against the Company or a2ny of its Subsidiaries or any of the Company
Joint Venmures arising from (x) current environmental remediation or mining reclamation costs of
the Company, its Subsidiaries and the Company Joint Ventures or such remediation or
reclamation costs known to be required in the future. or (y) any other environmental matter
affecting the Company or its Subsidiaries orany of the Company Jaint Ventures.



()  Asused in this Section 3.15:

(i)- "Environmental Claims" means any and all administrative, rezulatorv or
judicial actions, suits, demands. demand leners, dirsctives, claims, liens, investgations,
procesdings or written notices of noncomphancc. liability or violation by any person or entity
(including any Governmental or Reguiatory Autherity) alleging potcnnal habxhty (including,
withour limitation, potential responsibility or liability for enforcement, mvesngatorv costs,
cleanup costs, governmental response costs, removal costs, remedial costs, natural resources
damages, property damages, pc'sonal injuries or pc-xalucs) arising out of, based on or resulting
from

(A) the presence, or Release or mfcatcncd 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 '

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

© " any and all claims by any third party secking damages, contribution,
indemnification, cost recovery, compensation or injunctive relief resulting
from the presence or Release of any Hazardous Materials;

(i1) "Environmental Laws" means all Federal. state and local laws, rules and
regulations relating to pollution, the environment (including, 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 manufacture,
processing, distribution, use, treatment, storage, dxsnosal. transport or handlmg of Hazardous
Materials;
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(m) "Hazardous Materials” means (2) any petroleum or petroleum products,
radioactive materials, asbestos in any form that is or could become friable, urea formaldehyde
foam insulation. and transformers or othcrgquxpmcm that contain dielectric fluid containing
polych]onnaxcd biphenyls; 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 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 Subsxdxancs, and

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




3.16 Intellectuai Proventv Rights. The Company and its Subsidiaries

have all right, title and interest in. or a valid and binding iicense to use, all Intellectual Property
(as defined below) individually or in the iggregaté mdterial 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 default (or with the giving of noticz or lapse of time or both, would be in
default) under any licease to use such Intellectual Propérty 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 inringing 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 10 have 2 material adverse effect on the Company
and its Subsidiaries taken as a whole. For purposes of this Agreement, "Intellectual Prooerty”
means patents and patent rights, wademarks 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 intellectual property rights and all pending
applications fof and registrations of any of the foregoing. '

) 3.17 Regulation as a Utilitv. (a) The Company is not regulated as a
public utlity by any state other than the States of California. [daho, Montana, Oregon, Utah,

Washingron and Wyoming. Section 3.17 of the Company Disclosure Letter lists each Subsidiary
of the Company which is a public utility or is otherwise sngaged 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 "subsidiarv companv” or “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 not a public utility holding company
under the 1935 Act. - '

(E) As used in this Section 3:17. the terms "subsidiarv company" and
"affiliate" shall have the respective meanings ascribed to them in the 1935 Act.

) 3.18 Insurancs. Except as set forth 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. Exceprt as set forthin
Section 3.18 of the Company Disclosure Letter. neither the Company nor any of its Subsidiaries
has recsived any notice of cancellation or termination with respect to any material insurance
policy of the Company or any of its Subsidiaries. The material insurance policies of the
Company and each of its Subsidiaries are valid and enforceable policies.

3.19 Vote Reauired. Assurning the accuracy of the representation and
warranty contained in Section 4.19, the affirmative 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 (i) a 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
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stock of the Company or its Subsidiaries required to apgrove this Agreement and approve the
Merger and the other transactions contemplated hersby.

320 (Intentonally Omitted}

321 Ownersnio of HoldCo or ScomiszPower Stock. Neither the
Company nor any of its Subsidiaries benericially owns any ScotishPower Ordinary Shares,
ScottishPower ADSs, HoldCo Ordinary Shares or HoldCo ADSs. )

322 Article VII of the Companv's Articies of Incororation and
Sections 60.825-60.845 of the BCA Not Appiicable. T.c 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, before the termination of this Agresment, apply to
this Agreement of the Merger or the other transactions contemplated hereby.

- 3.23  Certain Contracts. Except as se: forth in Section 3.23 of the ,
Company Disclostire Letter, neither the Company nor asy 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 0 engage in 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 material
software, hardware and equipment (including microproczssors) 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 year 2000 is a leap year and to
otherwise continue to function without any material intsrTuption caused by the occurrence of the

ym 20’0-0. _‘— '\ . -
3.25 Joint Venture Reoresentations. Zz2ch 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.

. ™ _ 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 Parmership represent and warrant to the Company as follows (which representations and
warranties (i) in respect of ScontishPower 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), (i) 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 only be

: N )
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. true and correct as of the Closing Date), it being agreec that HoldCo and ScottishPower shall not
be in breach or deemed 1o be in breach of any repressritztion or warranty contained in this Article
IV by virtue of the fact that any Scheme Consent (as ¢=Zned in Section 9.13(k)) has not bean
obtained by the date of this Agreement: '

401 Organization and Qualification. (a) Eachof HoldCo,
ScottishPower and their respective Subsidiaries (other than the Partership) 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 conducted and to
own,use and lease its assets and propertes, excspt 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 haye such power and authority which. individually or in the aggregate, arenot -

- having and would not reasonably be expected to have a material adverse effecton HoldCo,
ScottishPower and their respective Subsidiaries taken as 2 whole. TheParmership 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 Agresment (other than. with respect to the P2 =arship. in connection with the investment of
the initiat parmership capital pursuant to ot in accordance with the Parmership Agreement, dated
December 3, 1998, by and berwesn UKSub 1 and UXSub 2 (the “Partership Agreement™)), has

" engaged in no other business activities and has conducted its operations only as contemplated
hereby (or, with respect o the Parmership, as contemplated by the Partnership Agresment).
HoldCo was formed solely for the purpose contempiated by the Scheme of Arrangement and this
Agreement and has conducted its aperations 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 I and UKSub 2 was formed solely for the
purpose of éngaging in the transactions contemplated by; this Agreement, has engaged in no other
business activities and has conducted its operations only as contemplated hereby. Eachof .
ScottishPower, HoldCo and their respective Subsidiaries is duly qualified, licensed or admitted
to do business and is in good standing (with respect to jurisdictions 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 t0 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 HoldCo. ScouishPower and their respective
Subsidiaries taken as a whole. Section 4.01 of the lenter 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 ScomishPower 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
pﬁx}ciﬁles set out in Schedule II, subject to ameadments required to comply with applicable law
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or the ruies of the LSE and subject to such other amezdments as ScottishPower may reasonably
de=m necessary or desirable. provided. that to the exteat such other amendments desmed
necessary or desirable by ScottisnPower would matesiaily adversely affect the benefits of the
Merger for the holders of Company Common Stock. ScomishPower shall have received the prior
written conseat of the Company. ]

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

(c)\' " Except for interests in the Subsidiaries of ScottishPower and HoldCo and
as disclosed in Section 4.01 of the ScottishPower Disclosure Letter, neither HoldCo nor
ScottishPower directly or indirectly owns any equity or similar interest in, or any interest

converiible into or exchangeable or exercisable for any equity or similar interest in, (i) any
material corporation, parmership, joint venture or other business association or entity (other than
non-controlling invesunents 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 respecuve Subsidiaries taken as 2 whole.

402 Capital Stock. (a) The authorized share capital of ScottishPower

_ consists solely of (i) 1,700,000,000 ScontishPower. Ordinary Shares, of which 1.1198.629,102
shares were issued as of November 30, 1998, and (ii) one Special Rights Non-Veting
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 Agresment. and (ii) 49,998 non-veting redecmable
ordinary shares of £1 each. all of which were'issued as of the date of this Agresment, are held by
ScotishPower 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 1o 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
Agre=ment, the ScottishPower employee share schemes listed in Section 4.02 of the
ScottishPower Disclosure Letter (the "ScottishPower Share Schemes"), the HoldCo employee
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 |38
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Share Schemes (the "HoldCo Share Schemes"), and exc=pt as disclosed in the ScottishPower
SEC Regorts filed prior to December 6, 1998 or Section 4.02 of the ScottishPower Disclosure
Letter. as of December 6, 1998 there were no outstanding Options obligating HoldCo,
ScomishPower or any of their respective Subsidiaries to issue or sell any capital or other shares of
ScottishPower or HoldCo or to grant, extend or eater into any Option with respect thereto.

()  Exceptas disclosed in the SconishPower SEC Repors filed prior to
December 6, 1998 or Section 4.02 of the ScounishPower Disclosure Letter, ail of the outstanding
shares of each Subsidiary of HoldCo and ScottishPower are duly authorized, validly issucd, 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. 2il 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. Exceptas disclosed in the ScottishPower
SEC Reports filed prior to December 6, 1998 or Section 4.02 of the ScottishPower Disclosure
Letter, and except for the Share Transfer. there are no (i) outstanding Options obligating HoldCo,
ScottishPower or any of their respective Subsidiaries to issue or sell any shares of any Subsidiary
of HoldCo or ScaitishPower or to grant. extend or enter into any such Option or (ii) voting wusts,
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 ScottishPower with respect to the voting of or the right to participate in dividends
or other earnings iri fespect of any shares of any Subsidiary of HoldCo or ScottishPower.

(¢)  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, (ii) the right of
‘Holdco to redeem the 49,998 non-voting redeemable shares held by SconishPower and referred
to in Section 4.02(2), (ifi) the right of the holder of the ScottishPower Special Share to require
ScottishPower to,redesm the ScottishPower Special Share pursuant to the Articles of Association
of SconishPower 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 Shars

‘pursuant to the Articles of Association of HoldCo. and (iv) pursuantto the Scheme of
Arrangement or pursuant to a proposed amendment to ScottishPower's Anticles 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. there are no outstanding contractual .
obligations of HoldCo or ScottishPower or any S ubsidiary 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 ScottishPower or any other person. -

(d Asof Dccéinbcr 6, 1998, no bof:ds, debentures, notes or other
indebtedness of HoldCo or ScottishPower having the right to vote on any matters on which
shareolders may vote are issued or outstanding.
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4.03 - Authoritv Relative to this Agrss==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:a this Agreement, and, subiect (in the case
of this Agreement) to obtaining the ScottishPower Starsholders' Approval (as defined in Section
6.03(a)) and the Scheme Consents, to perform its obiigzdons hereunder, and to consummate ate the
transactions contempiated hereby. The execution. deiivery and performance of this Agreement
by each of HoldCo, ScottishPower, the Parmership and Merger Sub (and, with respect to,Section
~2.01 only, UKSub 1 and UKSub 2) and the consummarion by each of HoldCo, ScottishPower,
~the Pannc*sh;p and Merger Sub (and, with respect to Section 2.01 only, UKSub 1 and UKSub 2)
of the transactions contemplated hereby have been duiy and validly approved by the Board of
Directors of HoldCo, ScottishPower and Mergc' 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 Board of Directors of ScottishPower has passed
a resolution declaring the advisability of the Merger and resolving that the Merger be submirted
for consideration by the shareholders of SconishPower. The Board of Directors of HoldCo has
passed a resolution approving the Merger. No other camporate procesdings on the part of
‘HoldCo, ScottishPower or Merger Sub or their shareroiders. or the Parmership or its general
parters are necessary to authorize the execution. dslivery and performance of this Agreement by
HoldCo, ScottishPower, the- Parmcrshxp or Merger Sub (and, with respect to Section 2.01 only,
‘UKSub 1 and UKSub 2) and the consummation by HoldCo, ScottishPower, the Parmership and
Merger Sub (and, with respect to Section 2.01 only, UKSub 1 and UKSub 2) of the transactions
contemplated hereby, other than obtaining the ScoftishPower Shareholders' Approval and the
Scheme Consents. and to the Scheme of Arrangcmcnt becoming effective. This Agreement has
been duly and validly exscuted and delivered by each of HoldCo, ScottishPower, the Partnership
and Merger Sub (and, with respect to Section 2.01 only. UKSub 1 and UKSub 2) and constitutes
. alegal, valid and binding obligation of eachi 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 c'xforccablhty may be
limited by bankruptcy, insolvency, reorganization. moratorium or other similar laws affecting the
enforcement of creditors’ rights generally and by general -:quitabl: principles (regardless of
whether such enforceability is considersd.in a procesding in equity or at law).

4.04 Non-Contravention: Aporovals and Consents. (a) Subject to the
requirement to obtain the Scheme Consents, the exscution and delivery of this Agresment by
each of HoldCo. ScottishPower, the Partnership and Merger Sub (and, with respect to Section
2.01 only, UKSub | and UKSub 2) do not, and the performance by each of HoldCo.
ScottishPower, the Partnersilip and Merger Sub (and. with respect to Section 2.01 only, UKSub 1
and UKSub 2) of its obligations hereunder and the consummation of the transactions
contemplated 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 retmbursement, termination, cancellation, modification or acceleration of, or resuit
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 ScomisaPower i Joint v entures, (ii) the Partmershnip :
Agrc'mcn:. or (m) subject to the obraining of the ScomishPower Sharcholders' Approval and the
taking of the actions described in paragraph (b) of this Secton. (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 ScontishPower joint Venrires or any of their respective
assets or properties, or () any Contracts to which HoldCo, ScontishPower or any of their
respective Subsidiaries or any of the ScomshPower Joint Venrures is a party or by which
HoldCo, ScomshPower or any of their respective Swsmxancs or any of the ScottishPower Joint
Ventures or any of their respective assets or pmpc':xes is bound. excluding from the foregoing
clauses (x) arid (y) conﬂxcts violations, breaches, defaults. rights of payment or reimbursement,
terminations, modxﬁcanons, accelerations and creations 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 Parmership-and Merger Sub to consummate the
transactions comcmplatcd by this Agresment.

(b.) Except (i) for the filing of 2 premerger 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 sffectiveness of the Registration Statement
by the SEC and ﬁlings with various state securities authorities that are required in connection
with the transacqons contevnpxatcd by this Agresment. (iii) for the filing of the Articles of
Merger and other appropriate merger documents reguired 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 (1),
(ix) as disclosed in Section 4.04 of the ScouishPower Disclosure Letter and (x) for the Scheme
Consents, no consent, approvai or action of. filing with or notics to any Governmental or
Regulatory Authority-or other public or private third pary 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 HoldCo, ScouishPower or any of their respective.
Subsidiaries or any of the ScoutishPower 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 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 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 consummatc the
u'ansacuons contemplated by this Agresment.
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4.05 SEC Reoors and Financial Statements. (a) ScottishPower has
delivered to the Company a tue and compiete copy of e2ch form, report, schedule, registration
statemen:. definitive proxy statement and other documént (together with all amendments thersof
and suppiements thereto) filed by HoldCo, ScouishPower or any of their rcspccuve Subsidiaries
with the SEC since December 31, 1995 (as such documents have since the time of their filing -
been amended or supplemented, the "ScottishPower SEC ‘Reponis™), which are all the documents
(other than preliminary materials) that HoldCo, SconisnPower and their respective Subsidiaries
were rc"mrcd to file with the SEC since such date. As of their respective dates, the
ScottishPower SEC Reports (i) complied as. to form in all material respects with the requirements
of the Sec.mncs Act or the Exchange Act, as the casémay be. and (ii) did not contain any untrue
statement of 2 material fact or omit to state a ‘material fact rcquu'cd to be stated therein or
necessary in order to make the statements therein. in light of the circumstances under which they
were made, not rmslcadmg The audited consolidated ﬁnanc1a1 statements and unaudited interim
consolidated financial statements (including, in-each case. the notes, if any, thereto) included in
the ScotishiPower SEC Reports (the *ScottishPower Financial Statements") complied as to form
in ail material respects with the published rules and regulations of the SEC with respect thereto,
were p....arcd in accordance with generally-accepted accounting pnnmplcs in the United
Kingdom anphcd 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) and fau'ly present

- (subject, in the case of the unaudited interim financial statements, to normal, recurring year-end
. audit adjusmments (which are not expected to be, individually or in the aggregate, materially

adverse to HoldCo, ScottishPower and their 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 consoalidated results of their operations and cash flows for the respective periods
then ended. Except. as set forth in Section 4.05 of the ScottishPower Disclosure Letter, cach

- Subsidiary of ScomshPower and, after the Scheme Date, of Holdco is treated as a consolidated

sub51dxarv of ScottishPower or HoldCo. as the case may be, m the ScottishPower Financial
Statcn.'zts for. all pcnods covered thereby. :

(b) All material 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 1984
have been filed with OFFER, OFWAT and the Offics of Telecommunications Services or any
other appropriate Governmental or Regulatory Authority. as the case may be, including all
material forms, statemerits. reports, agreements and all material documents, exhibits,
amendments and supplcmc'xts appenaitiing thereto. including but not limited to all matenial rates,
tariffs, franchises, service agreements and related documents, complied, as of their respective

dates, in all material.respects with all apphcable requlremcms of the statute and the rules and
regulations thereurnder.

406 Absence of Certain Chanees or Events. Except as disclosed in the
ScottishPower SEC Reports filed pnor to December 6, 1998 or Section 4.06 of the
ScottishPower stclosux;c Letter, (2) since March 31, 1998 there has not bccn any changc, event
or dcvelopmcm having, or that would reasonably be expected to have, mdmdually or in the
: aggrcoa.tc, a material adverse effect on HoldCo, ScouishPower and their rcspccnve Subsidiaries




taken as a whole (other than those changes, events. or developments occurring as a resuit of
general economic 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 are engaged),
and (b) between March 31, 1998 and December 6, 1998 ScouishPower, its Subsidiaries and the:” .
ScottishPower Joint Ventures have conducted their respective businesses only in the ordinary
_course substantially consistent with past practice.

4.07 Absence of Undisclosed Liabilities. Except for matters reflected or
reserved against in the balance sieet for the period ended March 31, 1998 included in the
ScottishPower Financial Statements or as disclosed in Section 4.07 of the ScottishPower -
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 balances sheet of ScottishPower and. in respect of periods ending after
the Scheme Date, HoldCo and their respective consolidated subsidiaries (including the notes
thcrcto) except liabilities or obligations (i) which wers incurred in the ordinary course of
business consistent with past practice or (ii) Which have not besn, and would not reasonably be
expected to be, individually or in the aggregate. matesially adverse to HoldCo, ScottishPower
and their respective Subsidiaries taken as a whole.

4.08 Legal Prbc::dinzs. 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 marnters which are governed by Section 4.15, (i) there are no

" actions, suits, arbitrations or procssdings pending or, to the knowledge of HoldCoor

ScottishPower, threatened against, nor to the knowledge of HoldCo or ScottishPower are there

any Govcmmcma.l or Regulatory Authontv mvcsugauons or audits pending or threatened

- against. HoldCo, ScouishPower or any of their respective Subsidiaries or any of the _ .
ScottishPower Joint Ventures or any of their respective assets and 'pmpcmcs which, individually -
or in the aggregate, would reasonably be expected to have a material adverse effect on HoldCo,
ScottishPower and their respective Subsidiaries taken as 2 whole or on the ability of HoldCo,
ScottishPower, the Parmcrshxp and Merger Sub to consummate the transactions contemplated by
this Agreement, and (ii) neither HoldCo, ScouishPower 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 ori the ability of HoldCo. ScottishPower, the Partnership and

- Merger Sub to consummate the transactions contemplated by this Agreement.

: 4.09 Information 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 {as so amended and supplemented, the
"Registration Statement*), and any other documents to be filed by HoldCo or ScottishPower with
the SEC or any other Governmental or Regulatory Authority in connection with the Merger and
the othcr transactions contemplated hereby will (in the case of the Registration Statement and

5.

NYIJ}ZOJZZ‘I\S




any such other documeats filed with the SEC under the Sscuritdes Act or the Exchange Act)
comply 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 of its filing or, in the case of the
Registation 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' Mesting, contain any untrue statement of a material fact or omit to state any
material fact required to be stated therein or necessary in order to make the statements therein, in
light of the circumstances under which they are made. rot misleading, except that no
representation 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 refersnce thc'cm from documents filed by the Company or any

" ofits Subsidiaries with the SEC

() The ScomshPow'Er Disclosure Documents will, at ail relevant times,
include all information relating to ScottishPower and HoldCo and their respective Subsidiaries,
and information whlch is within the knowledge of each of the directors of ScottishPower and
HoldCo (or whxch xt would be rz2sonable for them to obtain by making mqumcs) which, in each
-case, is required t 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 regulatory
.provisions (including, without limitation, the Companies Act, the FSA and the rules and
regulations made thereunder, and the rules and requiremsats of the LSE) and all such
information com:amcd in such documents will be substantially in accordance with the facts and
wﬂl not omu anything material liksly to affect the import of such information.

(c) \Iotmthstandmg the foregoing pronsxons of this Section 4.09, no
rcprcscntauon or warranty is made by ScomshPower or HoldCo with respect to statements made
or iricorporated by reference in the Registration Staterent. 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 reference therein or based on information
which is not made in or incorporated by reference in such documents but which should have
‘been dxscloscd pursuant to Section 3.09.

4.10 Perrmts: Compliance with Laws and Orders. HoldCo,
ScottishPower, their respective Subsidiaries and the ScottishPower Joint Ventures hold all
permits, licenses, franchises variances, exemptions. orders and approvais of all Governmental
and Regulatory Authorities (other than cnvxronmcmal pc'mlts which are govemned by Section
4.15) necessary for the lawful conduct of their respective businesses (the "ScottishPower
Pcrmus") 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 their 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 Subsmx_ar;cs or the ScottishPower Joint




Ventures are in violation of or dzfault under any law or ordér of any Governmental or Regulatory
Authority, except for such violatons or defaults which. tndividually or in the aggrsgate, ar= not
having and would not reasonably be expected to have 2 material adverse effect on HoldCo,
ScomtishPower and their respectve Subsidiaries taien 2s 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 Letter, none of HoldCo, SconishPower or any of their r:spccuve
Subsidiaries or, to the knowledge of HoldCo or ScottishPower, any other party thereto is in
breach or violation of, or in default in the performancs cr observance of any term or provision of,
and no event has occurred which, with notice or lapss of time or both, would reasonably be
expected to result in 2 default under, (i) the memorancum or articles of association (or other
comparable charter documenits) of HoldCo, ‘ScoutishPower 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 wtuch HoldCo, ScouishPower or any of their respective Subsidiaries or any of their
respective assets or properties is bound. except in the case of clause (if) for breaches, violations
and defaults whlch, individually or in the aggregate. 272 not having and would not reasonably be

expected to have a material adverse effect on HolaCo 3comshPower and their respective
Subsidiaries taken as a whole.

4.12 Taxes. (2) Eachof HoldCo. SconishPower and their respective
Subsidiaries has filed all material tax returns and repdris required to be filed by it, or requests for
extensions 1o 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 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 reponts. The
most recent financial statements contained in the ScottishPower SEC Reponts reflect an adequate
reserve for all taxes payable by ScottishPower 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 HoldCo, ScottishPower or any of
their respective Subsxdxanes that are not adequately rzserved for. except for madcquatclv
reserved taxes and madcquatexv reserved deficiencies that would not, mdwxdually orin the
aggregate, have.a material adverse effect on HoldCo. ScottishPower and-their respective
Subsidiaries taken as a whole. No requests for waivers of the time to assess any taxes against
HoldCa, 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 ScottishPower SEC Reports, or, to the extent not
adequately reserved, the assessment ‘of which would rot. md:wdually or in the aggregate, have a

material adverse effect on HoldCo, ScottishPower and their rcspccnvc Subsidiaries taken as a
whole, '

(b)  Neither HoldCo, ScouishPower nor any of their respective Subsidiaries
has taken any action or has any knowledge of any fact or circumstance that is reasonably likely

to prevent the Merger from qualifying as a tax-frez rsorganization within the meaning of Code
Scctxon 368(a)
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(¢)  UKSub | and UKSub 2 are zot public limited companies.

(d)  From the date her=of through the Share Transfer. ScottishPower will
ctly own the whole of the issued share capital of f UKSub 1 and UKSub 2. Following the
Share Transfer and through the Closing Date, HoldCo will duc"tly own the whole of the issued
share capital of UKSub 1 and UKSub 2.

(e) UKSub 1 and UKSib 2 d_ﬁ-;:tiy own all of the equity interests in the

Parmership.

63 Prior to the Closing Date. ScounishPower 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
ScottishPower, HoldCo. nor any of their respective Subsidiaries has taken any action that (or has
failed to take any action if such failure) would reasonably be hkcly to cause UKSub 1 or UKSub
2 to be characterized as an assocmuon taxable as a corporation tor U.S. federal income tax
purposes. ‘

(8) 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 rcgulanons fora
minimum pcnod of thres years prior to the Closing Date.

(h) None of HoldCo, ScomshPo\\ er, UKSub 1, UKSub 2, the Panncrship, 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 personto
acquire, any of the ADS Consideration or the Ordinary Share Consideration.
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(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 connc"uon with the transactions contcmplated by this Agreement.

4 G) Nexthcr 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 conterplated by this Agreement.

(k)  Neither HoldCo, ScottishPower nor any affiliate thereof, directly or
indirectly, owns any stock issued by the Company. unless acquired directly from the Company.

4.13 ScottishPower Emplioves Benefit Plans. (a) ScottishPower has
made available to the Company complete 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 * ‘ScottishPower Emnlovce Benefit




Plans") (including any draft ameadments); (ii) the most recently prepared explanatory booklets
and announcements relating to each of the ScottishPower Employee Benefit Plans; (iif) a copy of
the actuary’s report on the latest actuarial valuarion of the ScottishPower Employes Benefit

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

()  The ScouishPower 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 Employes 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 ScouishPower Disclosure Letter, members of
the ScottishPower Empioyes Benerit Plans are contracted-out of the State Earnings
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 Employee 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 reasonably be expected to have a material adverse
effect on HoldCo, ScottishPower and their respective Subsidiaries taken as a whole. The
ScotishPower Employee Benefit Plans ha}'e'not ceased to admit new members.

(¢) - Except as set forth in Section 4.13 of the ScottishPower Disclosure Letter
and except for disputes which would not reasonably be expected to have 2 material
adverse effect on HoldCo, ScottishPower and their respective Subsidiaries takenasa
‘whole, there is no dispute about the benefits pavable under the ScottishPower Employee
Benefit Plans and, to the knowledge of HoldCo or ScorttishPower, there are no
circumstances which might give rise to any such dispute.

63) To the knowledge of HoldCo or ScottishPower, 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 2 material extent. affect the level of funding of any
ScottishPower Employes 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 '
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reimbursement of expenses) since the effeciive darte of the latest actuarial valuation of
that plan.

(g) Exceprassetforthin Section 4.13 of the ScouishPower Disclosure Letter
or as would not reasonably be expected 1o have 2 material adverse effect on HoldCo,
ScottishPower and their respective Subsidiaries taken s 2 whole, the ScottishPower

Employee Benefit Plans comply with and have oesz administered in accordance with all
applicable laws, regulations and requirements. All amounts due to the ScottishPower |
Employee Bencfit Plans at any time prior 10 the month in which this Agreement is signed
‘have been paid:

-

4.14 Labor Maners. (a) Exceptas set forth in Section 4.14 of the
ScottishPower Disclosure Lener, neither HoldCo, ScottishPower nor any of their respective
Subsidiaries is:a party to any collective bargaining agresment, recognition agreement, European
Works Council or other labor agreement with any union. labor organization or other responsible
body. Except as disclosed in the ScouishPower SEC Reports filed prior to December 6, 1998 or
in Section 4.14 of the ScontishPower ‘Disclosure Lexer. there are no disputes pending or, to the
knowledge of HoldCo or ScotishPower, threatened berwesn HoldCo, ScottishPower or any of
their respective Subsidiaries or 2ny of the ScottishPower joint Ventures and any trade union or
other representatives of its empioyess. exc=pt as would not. individuaily or in the aggregate, .
reasonably be expected to have a material adverse effect on HoldCo, ScottishPower and their
respective Subsidiafies taken as.2 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, ScouishPower or any of their respective Subsidiaries or any
of the ScottishPower Joint V,cnmres.\Sincc December 31. 1995, there has been no work ,
stoppage, strike or other concertad action by employess of HoldCo, ScottishPower 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 ScottishPower. neither HoldCo,
ScottishPower nor any of their respective Subsidiaries nor any of the ScoutishPower Joint
Venturss is in 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 a material adverse effect on HoldCo, ScottishPower
and their respective Subsidiaries taken as a whole.

415 Environmental Matters. - Except as disclosed in the ScottishPower
SEC Reparts filed prior to December 6, 1998 or in Section 4.15 of the ScottishPower Disclosure
Letter and except as would not, individually or in thé aggregate, reasonably be expected to have
a material adverse effect on HoldCo, ScottishPower and their respective Subsidiaries takenas a
whole: ' '

@ @  EachofHoldCo, ScotishPower and their respective Subsidiaries
and the ScottishPower Joint Venturés is in compliance with all applicable Eavironmental Laws
(as hereinafter defined); and



(i)  Neither HoldCo, ScottishPower zor any of their respective Subsidiaries
nor any of the ScottishPower Joint Ventures has recsived any written communication
from any person or Governmental or Reguiatory Authoriry that alleges that HoldCo,
ScottishPower or any of their respective Subsidiaries or Joint Ventures is not in such

~ compliance with applicable Environmental Laws. '

(b))  Each of HoldCo, ScottishPower. their respective Subsidiaries and the
ScottishPower Joint Ventures has obtained all environmental. health 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 app_rdval, 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

_ ()  against HoldCo, ScouishPower;or any of their respective
Subsidiaries or any of the ScottishPower 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
assumed either contractually or by operation of law= or -

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

(d) - To HoldCo's or ScottishPower's knowledge, there fhiave 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 Environmental 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. '

() As used in this Section 4.15:

(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 o 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 B |

e s
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(A) the presence, or Release or threatened Release into the
environment, of any Hazardous Materials at any location, whether
or not owned. operated. leased or managed by HoldCo,
ScotishPower or any of their respective Subsidiaries or any of the
ScottishPower Joint Ventures; or

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

any and all claims by any third party secking damages,
contribution, indemnification, cost recovery, compensation or
injunctive relief resulting from the presence or Release of any
Hazardous Materials; '

(i)  "Environmental Laws" means all European Union, national, regional. or
local laws, rules and regulatons relating to pollution. the environment (including, without
limitation. ambient air, surface water, groundwater. land surface or subsurface strata) or

* protection of human health as its relates to the environmental including, without limitation, laws

and regulations relating to Releases ot threatened Releases of Hazardous Materials, or otherwise
relating to the manufacture, processing, distribution. use. treatment, storage, disposal, transport
or handling of Hazardous Materials including, 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. e .

(iii) "Hazardous Materials" means (a) any petroleum or petroleum products,
radioactive materials, asbestos in any form that is or could become friable, urea formaldehyde .
foam ifsulation, 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”,
mtoxic pollutants". or words of similar.import. under any Environmental Law; and (c) any other
chemical, material, substance or waste, exposure (0 which is now prohibited, limited or regulated
under any Environmental Law in a jurisdiction in which HoldCo, ScottishPower or any of their
respective Subsidiaries or any of the ScottishPower J oint 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, lcaking, injection, deposit,

disposal, discharge, dispersal, leaching or migration into the atmosphere, soil, surface water,
groundwater or property. ' ' :

4.16 Intellectual Property Rights. HoldCo, ScottishPower and their
respective Subsidiaries have all right, title and interest in, or a valid and binding license to use,
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all Intellecmual Property individually or in the aggregate matesial to the conduct of the businesses
of HoldCo, ScottishPower and their respective Subsidiaries taken as a whole. Neither HoldCo.,
ScottishPower nor any of their respective 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 Inteflecrual Property,
to the knowledge of HoldCo or ScottishPower, such Intellectual Property is not being infringed
by any third party, and neither HoldCo, ScotshPower nor any of their respective Subsidiaries 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 a material adverse effect on HoldCo, ScoutishPower 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 I and any vote which may be required in order to give effect to the conversion of
the Company Stock Options 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 affirmative vote
of a majoriry of such ordinary shareholders of ScottishPower 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 2 majority of the ScottishPower Ordinary Shares in respect of which
votes were validly exercised) at the ScottishPower Sharsholders'Mesting in relation to the
approval of the Merger and the Scheme of Arrangement. '

4.18 (Intenticnally Omitted]

419 Ownershio of Companv Common Stock. -:Ncith’cr HoldCo:
. ScottishPower nor any of their respective Subsidiaries or other affiliates beneficially owns any
shares of Company Common Stock. '

4.20 Insurance. Except as set forth in Section 4.20 of the ScontishPower
Disclosure Letter. each of ScouishPower and its Subsidiaries is. and has besn continuously 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 matCrial_njcschts for companigs 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 Lenter, neither HoldCo, ScottishPower
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. |

o 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. il material software, hardware and equipment (including microprocessors) that are
owned or utilized by ScottishPower (or HoldCo) or any of their respective Subsidiaries in the




i,

. operations of its or thci/; respective business 10 be capabie. 2y December 31, 1999 of accounting
" for all calculations using a century and date sensitive aigoritm for the year 2000, and the fact

that the year 2000 is  leap year and to otherwise continuz o function without matenial '
inferruption caused by the occurrence of the year 2000. e

422 Joint Venmure Representations. Ez2ch representation and warranty
made by HoldCo_or ScottishPower in this Article IV reladag to 2 ScottishPower Joint Venturs
that is neither operated nor managed by HoldCo or SconisaPower or a Subsidiary thereof shall
be deemed to be made only to HoldCo's and ScomtishPower's knowledge.

ARTICLEV
COVENANTS

. 501 Covenants of the Company. At all times from and after December
6, 1998 until the Effective Time. the Company covenants and agrees 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 orev:ously consent in writing, which
consent shall not be unreasonabiy withheld or delayed):

(a) . Ordinarv Course. The Company aad 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
comrmercially reasonable efforts to preserve intact in all material respects their present business
organizations, t0 maintain in effect all existing materiai permits. to keep available the services of
their key officers and employess. 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, 10 preserve their relationships with customers and suppliers and others
having significant business dealings with them and to ccmply in all matenial respects with all

laws and orders of all Govemnmental or Reguiatory Authcrities applicable 1o them.

(b) . Charter Documents. The Company shall not, nor shall it permit any of its

- Subsidiaries to, amend or propose to amend its certificats or articles'of incorporation or bylaws

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

()  Dividends. The Company shall rot. nor shall it permit any of its
Subsidiaries to, (i) declare, set aside or pay any dividends on or make other distributions in
respect of any of its capital stock or share capital,-excegt: - '

(A) ~ that the Company.may continue the declaration and payment of
regular cash dividends (including increases consistent with past
practice) on Company Common Stock and the Company Preferied
Stock, with ysual record 2ad payment dates for such dividends in
accordance with past dividend practice; provided, that no such
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dividend on the Company Common Stock shall exceed the amount
budgeted therefor in the Ccmpany Budget (as hereinafter defined),
and -

for the declaration and paymaent of dividends by-(x) a wholly-

_ owned Subsidiary soiely 1o its parent corporation, (y) Bridger Coal
Company in accordancs 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 similar action withi respect to any of its capital stockor
share capital or jssue 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, (iii)
except as disclosed in Section 5.01(c) of the Company Disclosure Letter, adopt 2 plan of
complete or partial liquidation or resolutions providing for or authorizing such liquidation or a
dissolution, merger, consolidation. restructuring, recapitaiization or other reorganization or (iv)
except as dizclosed in Section 3.01(c) of the Company Disciosure Letter. directly or indirectly

. redeem, repurchase or otherwise acquire any shares of its capital stock or comprised in its share

capital or any Option with respect thereto except:.
A

(A) inconnection with intsrcompany 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 Lettér in
accordance with past practice, and

(C)  Prior 1o the Closing Date. the Company shall redesm all
outstanding shares of its S1.28 Series, $1.18 Series and S1.16
Series of na par serial presarred stock.

) Share Issuances. The Company shall not. nor shall it permit any of its
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 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 dn 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 Inceative 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, (iif) the issuance by 2 wholly-owned Subsidiary of its capital

_stock tg 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'rea Steck wuh
a stated value of up to an aggregate of S250 million).

(¢)  Acauisitions. Except as set forth in Section 5.01(e) of the Company
Disclosurs Letter and other than as provided in the 1999 operanng budget of the Company, a
copy of which has been disclosed to and discussed with ScottishPower, or any other budget of
the Company thereafter approved by HoldCo or ScontishPower, 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 equity interest in or a substantial poruon of the assets of, or by any other manner) any
business or any corporauon. parmership, association 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 expendimures made
in accordance wnh Sccnon 5.01G). '

(}) Dispositions. Other than as set forth in Section 5.01(f) of the Company
Disclosure Letter. the Companv shall not. nor shall it pezmit any of its Subsidiaries to, sell, lease
grant any security interest in or otherwise dispose of or sncumber any of its assets or properucs
other than dxsposmons in the ordinary course of its business consistent with past practice or
having an aggrczatc net book value of $25 million'or 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 (including any debt borrowed or zumntc-d or otherwise assumed, including,
without limitation, the issuance of debt securities or warrants or rightsto 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 (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
riot exceeding S500 million; (ii) 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 ificurred in compliance with this Section 5.01(g).

(hy  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 Subsidiaries to,
enter into, adopt, amend (excspt as may be rcquu‘cd by apphcablc law) or terminate any
Company Employee Benefit Plan, or increase in any manner the compensanon or fringe benefits
of any director or executive officer, or, except for normal increases in the ordinary course of
business consistent with past practice that, in the aggregate. do not result in 2 material increase in
benefits or compensation expense to the Companv and it Subsidiaries taken as a a whole, increase
in any manner the compensation or frmgc 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),
acceleration, forgiveness of indebtedness, vesting, distribution, increase in benefits or increase in




obligations to fund benefits with respect to that empioyes resulting ffom a change in conmrol or
change in ownership of the Company or any of its Subsidiaries.

— ()  Affiliate Contracts. Except as disclosed in Section 3.01( 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 effors, its Joint Ventures ta, except as otherwise expressly
provided for in this Agreement. enter into any Conact 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 party 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, (if) 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 a change in its status, or that of its
Subsidiaries, under the 1935 Act, includirgg'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. i

. _ 1)) Regulatorv Status. The Company shall not, nor shall it permit any ofits
Subsidiaries to, agree or consent to any material agresments or modifications of material existing
agresments 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.

o (m) Transtnission. Generation. Except as required pursua‘xﬁ to tariffs on file
with the FERC as of December 6, 1998, or as set forth in Section 3.02(m) of the Company -
Disciosure 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 megawats. or

(i)  obligate itself to purchase or otherwise acquire, or to sell or
otherwise dispose of, o to share, any additional generating, transmission or delivery
plants or facilities, in an amount in excess of 523 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) Aécounting, The Company shall not, nor shall it permit any of its
Subsidiaries to, make any material changes in their accounting methods, except as required by
law, rule, regulation or applicable generally accepted accounting principles. -
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(0)  Tax Maners. The Company shall not take any action whxch (or fail to take

any action if such failure) wouid cause the Merger ‘0 fail to qualify asa rcorgamzanon described
in Code Section 368(a).

(p) ‘No Breacn. The Company shail not. nor shall it permit any of its
Subsidiaries to willfully take or fail to take any aétion that would or is reasonably likely to result
(i) in a material breach of any provision of this Agrezment, or (ii) in any of its representations
and warranties set forth in this Am-:nent being untrus on and as of the Closmg Date.

(q) No Litication. The Conpam shall not, nor shall it permits any of its
Subsidiaries to, mmatc any matc'nal actions. suits, arbitrations or procc-dmgs

@© Tax-Exemot Status. The Company shall not, nor shall it permit any of its
Subsidiaries to, except as otherwise cxprcsslv provmcd 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 industriai uc"clopmcm bonds under-Section

103(b)(4) of the ‘Internal Revenue Code of 1954. ‘as amended. priorto 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
.ScottishPower, 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 communication indicating the same may be contemplated) or the institution or threat of
'material litigation; provided that the Company shall fiot be required to make any disclosure to the
extent such disclosure would constitute a violation of any applicable law or regulation.

()  Notics and Cure. The Company will notify HoldCo or. ScottishPower in
‘writing of, and will use all commercially reasonable-efforts.to cure before the Closing, any event,
transaction or circumstande. 2s 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 representationor
warranty of the Company contained in this Agreement. 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 conained in this Agreement for purposes of dctcrmmmg sausfacnon of
any condition contained hersin.

(u) Fulfillment of Conditions. Subject to the terms and conditions of this
Agresment, the Company will take or cause to be taken all commercially reasonable steps
necessary or desirable and w1il proceed diligently and in good faith to satisfy each condition to
its obligations contained in this Agresment and to consummate and make effective the
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transactions contemplated by this Agresment, and the Csmpany will not, nor will it permit any
of its Subsidiaries to, take or fail to take dny action tha: would reasonably be expected to result in
the nonfulfillment of any such condition.

5.02 Covenants of HoldCo and ScottisaPower. Each of HoldCo, at all
times from anid after the dare nereof untl the Effecave T ime. and SconishPower, dt all times
from December 6, 1998 until the Effective Time. covesants and agress as to itself and its
Subsidiaries that (except for the ransactions contempiatsd or perminted by this Agreement or to
the extent that the Company shall otherwise previousiy consent in writing, which consent shall
not be unreasonably withheld or delayed): :

(a)  Ordinarv Course. Except pursuzant to the Scheme of Arrangement and the
establishment of HoldCo Share Schemes and HoldCo Employec 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 limiting the generality of
the foregoing, HoldCo, SconisiPower and their respec:ive Subsidiaries shall use all

" commerciaily reasonable e:‘fo_gs 1o preserve intact in 2ii material respects their present business

organizations and reputation. {o maintain in effect all existing permits; to keep available the
services of their key officers and employees. to maintzin their assets and properties in good

-working order and condition, ordinary wear and tear excepted. to maintain insurance on their

tangible assets and businésses 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 respécts with all Taws and
orders of all Governmental or Regulatory Authorities applicable to them.

()  Charter Documents’ Other than as contemplated by Section 6.03(c) and

4 cxi:c;;i,'to the extent required to comply with applicable law or the rules of the LSE, HoldCo'

(after the Scheme Date) and ScoutishPower shall not. nor shall they permit any of their respective, 3
Subsidiaries to, amend or propose to amend their respective certificates.or articles of h
incorporation or bylaws or their respective memorandz 2nd articles of association (or other

~,

- (¢)  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 Subsidiaries to. _ 3

(i) declare, set aside or pay any dividends on or make other distributions in respect of any

of its capital stock or share capital. except:

(A) that, ScottishPower 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, thatnosuch =
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dividend shall exce=d by more than 12% the dividead payable
during the prior fiscai vear in respect of the comparable time
period and (II) before. on or aiter the Scheme Date, effect the
Share Transfer, and

that, as regards record dates for the payment of dividends
occurring after the Scheme Date, HoldCo may declare and pay
regular cash dividends (inciuding i 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 pracucc. provided, that no such
dividend shall, when taken together with any dividend paid

_ pursuant to clause (A)(D) of this paragraph (c), exceed 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 ScomshPower to HoldCo
followma the Schems Date). and

(i)  other than pursuant to the Scheme of Armrangement or in connection with the
restructuring of the transactions contcmplalcd her=by pursuant to Section 6.07, split,
combine, reclassify or take similar action with respect to any of its capital stock or share
capual 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 compnscd in its share capital
(except that HoldCo may subdivide its ordinary shares as referred to in Section 4.02(a)),

- (iii) 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. rzcapitalization or other reorganization

_or (iv) other than pursuant to the Scremc of Arrangement or as described in Section )
5.02(c) of the ScottishPower Disclosure Letter. directly or indirectly redeem, 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 mtcrcompa.ny purchascs of capital stock or
share capual

(B) forthey purpose of funding employee share ownership, dividend
reinvestment. stock purchase and other incentive plans disclosed in °
~ Section 5.02 {c) of the ScouishPower 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) e redemption of the 49,998 HoldCo non-voting redesmable
shares referred to in Section 4.02.

(d)  Share Issuances. Other than pursuant to the Scheme of Arrangement, (i)
ScottishPower shall not, 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 or comprised
in its share capital or any Option with respect therzto (other.than (A) up to 125 miilion shares of
ScottishPower Ordinary Shares for general corporate pusposes, (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 1o 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 accordarice with their present terms, subject
to any amendmeats 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 SconishPower Disclosure Letter. oniv 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 issuance by a wholly-owned Subsidiary of its’capital stock to its
parent corporation, ormodify or amend any right of any nolder of outstanding shares of capital
stock or Options with respect thereto).

/(i)  HoldCo shall not, nor shall it permit any of its Subsidiaries to, issue,
deliver or sell, or authorize or propose the issuance, delivery or sale of, any shares 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.

‘()  Acauisitions. 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
subsequentiv-adopted budget of ScoutishPower disclosed to the Company (collectively, the

_"ScottishPotver 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 purchasing-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 (i1)
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.

. (3] Disvositions. Other than as provided in the ScouishPower Budget, and
other than the transfer of all of the outstanding shares of UKSub 1 and UKSub 2 from "
ScottishPower to HoldCa, neither HoldCo nor ScottishPower shall, nor shall they permit any of
théir réspective Subsidiaries to, sell, lease, grant any security interest in or otherwise dispose of

. or encimber any of its assets or properties, other than dispositions in the ordinary course of its:

_ business consistent with past practice and having an aggregate value of less than £750 million.
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(g) Indebtedness. Neither HoldCo nor ScottishPower shall, nor shall they
permit any of their respective Subsidiaries to, incur or guarantes any indebtedness (including any
debt borrowed or guarantesd or otherwise assumed. including, without limitation, the issuance of
debt securities or warrants or rigas 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 to £500 million incurred in
connection with the planned buyback of ScouishPower 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 respecuve Subsidiaries or, within the exercise of its reasonable
commercial efforts, the ScottishPower Joint Ventures 10, 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. -

(i)  Canital 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 HoldCo 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 purposes in the ScottishPower Budget.

f)) 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 16, 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 contempiated hereby. : :

. . (k) UK Licensing Regime. Except pursuant to the Scheme of Armngcmctit,
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 appoinment or which would otherwise materially change the status of
HoldCo, ScottishPower or any of their respective Subsidiaries (HoldCo, ScottishPower and their
respective Subsidiaries being refzrred to as the "HoldCo Group") thereunder.

() Transmission. Generation. Except as set forth in Section 3 .02(1) of the
ScottishPower Disclosure Leter, neither HoldCo nor ScomnishPower shall; nor shall they permit
any of their respective Subsidiaries to: . .
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@) commence construction of any adéidonal generating, transmmission or
delivery capacity in excess of 500 megawatts. or

(i)  obligate itseif to purchase or othenwise acquire, or to seil or otherwise
dispose of, or to share, any additional generating, Tansmission or delivery plants or
facilities, in an amount in excess of $200 miilion in any one transaction.

(m) Accounting. Neither HoldCo nor ScotishPower 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 applicable 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 action which (or fail to take any action if

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

()  NoBreacn. 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 2 material breach of any provision of this Agresment, or(if)in

any of its representations and warranties set forth in this Agreement being untrue on and as of the
Closing Date. R

(p)  Advice of Changes. HoldCo and ScotishPower shall confer with the

. Company on a regular and frequent basis with respect to HoldCo’s and ScottishPower's business

and operations and other matters relevant 1 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 Governmental 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 reasonabiy foreseen, could have, a material adverse |

effect on HoldCo, ScottishPower and their respective Subsidiaries taken as a whole or on the
ability of HoldCo and ScottishPower to consumnmate the ransactions 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 circumstance, as soon as practical after it becomes known to HoldCo or
ScottishPower, that causes or will cause any covenant or agreement of HoldCo or ScottishPower
under this Agresment to be breached or that renders or will render untrue any representation or
warranty of HoldCo or ScottisiPower 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 6r agreement made by
HoldCo or ScottishPower. No notice given pursuant to this paragraph shall have any effect on
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the representations. warranties, covenants Or agreements contained in this Agresment for
purposes of determining the satisfaction of any condition contained herein.

_ ()  Fulfillment of Conditons. Subject to the terms and conditions of this
Agresment, HoldCo and ScorishPower will take or cause to be taken all commercially
reasonable steps necessary or desirable and procesd diligently and in good faith to satisfy each
condition to the Company's obligations centained 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
condion. :  ~ - . '

503 Joint Executive Committee. AS SOOR as practicable after the date

hereof, ScottishPower and the Company shall establish a joint executive commiree (the "Joint
Executive Committee") which-shall be comprised of thres nominees of ScottishPower (one of
whom, in the first imstance. shall be lan Robinson) and thres nominees of the Company (one of

whorm. in the first instance. shall be Keith McKennony. The Joint Executive Commirtee shall be
" jointly chaired by lan Robinson and Keith McKenrion and shall have the objective of facilitating
and achieving the Merger contemplated in this Agreement. integration planning, strategic
development, developing recommendations concerning the furure structure and the general
operation of the Company after the Effective Time subject 10 applicable law. The Joint
Executive Committee 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 agres from time to time and
may be convened by telephone, video conference or similar means. -

-5.04 Tax Matters. Exceptaas set forth in their respective Disclosure .
Lettess, neither HoldCo, ScottishPower nor the Company shall, nor shall any party permit its
Subsidiaries to, make or rescind any material express or de=med election relating to taxes, or
change any of its methods of reporting income-or deductions for tax purposes from those
employed in the preparation of its tax rerurn(s) for the prior taxable year, except as may be
required by applicable law, as agreed to by the other party or. subject 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 conwoversy relating to taxes and shall
consult with ScottishPowerbefore entering into any settlements or compromises with regard to
such matters. : '

5.05 Discharee of Liabilities. Neither HoldCo, ScottishPower nor the
Company shall, nor shall any party permit-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 contemiplated 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

ﬁnanc:ial statements (ot the notes thereto) of such party included in such party's reports filed with




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

5.06 Contracts. Neither HoldCo. ScomishPower nor the Company shall,
nor shall any party permit its Subsidiaries or, within the exercise of its reasonable business
efforts, its Joint Ventures to, except the enty 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 agreement to which such party or any Subsidiary of such party is a party or
waive, release or assign any material rights-or claims. g

507 No Solicitations. (a) Exceptas disclosed in Section 5.07 of the -
Company Disclosure Letter, prior to the Effectve 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
respectiveRepresentatives (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, withoiit limitation. any proposal or offer to its stockholders) with respect to a merger,
consolidation o other business combination including the Company or any of its Subsidiaries or
any acquisition or similar transaction (including, 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 takenas a whole, (B) 5% or more of the ourstanding shares of Company Common
Stock or (C) 5% of the outstanding shares of the ¢apital stock of any Subsidiary of the Company
(any such proposal or offer being hereinafter referred to as an "Alternative Proposal™), or engage
in any negotiations concerning, or provide any confidential information or data to, br have any
discussions with, any person or grou;; relating to an Altermnative Proposal (excluding the
transactions contemplated by this Agresment), or otherwise facilitate any effort or attempt to
make or implement an Alternarive 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 (0 inform such parties ofits 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 negotiations or discussions are sought fo 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 thé 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 breaca of its fiduciary duties to stockholders imposed by law, (B) the
Board of Directors has reasonably concluded in good faith (after consultation with its financial
advisors) that the person or group making such Altemnative Proposal will have adequate sources
of fimincing 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
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stockholders than the Merger, (D) prior to furnishing suc information to, or entering into
discussions or negotiations with. such person or group. 2 Company provides written notice {0
ScomishPower or HoldCo to the effect that it is furnishing informarion 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 negotations: and (ii) to the extent required,
complying with Rule 14e-2 promulgated under the Exchange Act with regard to an Altematve
Proposdl: Nothing in this Section 5.07 shall (x) permit the Company to terminate this Agreement
(except as specifically provided in Article VIII), () permit the Company to enter into any
agresment with fespect to an Altemative Proposal for so iong as this Agresment remains in
effect (it being agreed that for so long as this‘Agresment remains in effect, the Company shall
not eriter into ariy agresment with any person or group that provides for, or in any way facilitates,
an Alfernative Proposal (other than 2 confidendality ag e=ment under the circumstances
described above)), or (z) affect any other obligation of the Company under this Agreement.

(b)  Each of HoldCo and ScottishPower agrees that (i) neither it nor any of its
Subsidiaries or othier affiliates shall. and it shall use its dest 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 of any proposal or offer (including, without limitation,
any proposal or offer to its sharcholders) with respect to any transaction that would constitute a
Change of Control (as defined in Section 8.01(e)), (if) 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 informed of the status of any such inquiries, proposals or offers.

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

()  Prior to the Effective Time, HoldCo shall cause Merger Sab to (i) perform
its obligations under this Agresment in accordance with its terms, (ii) not incur directly or
indirecty 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 Agresments. During the period from
December 6, 1998 through the Effective Time, neither the Company nor any of its Subsidiaries
shall terminate, amend, niodify or waive.any provision of any confidentiality or standstill
agreement to which it is a party. During such period. the Company shall enforce, to the fullest
extent permitted under applicable law, the provisions of any such agreement, 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 Control of Other Partv's Business. Nothing contained in this
Agreement shall give the Company, directly or indifectly, the right to control or direct HoldCo's




or ScottishPower’s ope'ratidns pricr to the Effective Tims. Nothing contained in this Agreement
shall give HoldCo or ScottishPower, directly or indirestiy. the right to control or direct the

-
-

Company's operations prior to the Effective Time. Pcior (o the Effective Time, cach of the
Company, HoldCo and SconishPower shall exercise. consistent with the terms and conditions of
this Agreement, completé control and supervision over its respective operations. ’

ARTICLE V1
ADDITIONAL AGREEMENTS

: 6.01 Accessto Information. Each of the Company, HoldCo and

ScottishPower shall, and shall cause each of its Subsidiaries and, so long as consistent withits
confidentiality obligations under its Joint Venture agreements. 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 nofice and during normal business hours. to all officers, employees, agents and
accountants of the Company, HoldCo and ScottishPovwer. as the case may be, and their
respective Subsidiaries and Joint Ventures and their raspective assets, properties. 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 ScottshPower, as the case may be, and its
Subsidiaries and Joint Ventures. and (ii) furnish promprly 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
jpursuant 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 informartion and data (incjuding, 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
Sibsidiaries and Joint Ventures as any such party or any of such other persons reasonably may
request. No investigation pursuznt to this paragraph or otherwise shall affect any representation
or warranty contained in thjs 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 nConfidentialitv. Agresment")) shall be governed by the
terms of the Confidentiality Agresment. : - :

' 6.02 Preparation of Registration Staternent and Proxyv Statement. As '
soon as practicable afier 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
ScottishiPower, file-the Proxy Statement with the SEC as its preliminary Proxy Statement and
HoldCo shall, in cooperation with the Company, prepare and file with the SEC the Registration
Staternent in which the Proxy Statement will be included as the prospectus. HoldCo.and the
Company-shall use commercially reasonable efforts to have the Registration Statement declared
effectiye by the SEC as promptly as practicable after such filing. HoldCo and the Company shall
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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 suppiement to the Registration Statement, HoldCo shall prepare and file
with the SEC such amendment or supplement as soon thersafter 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 shail 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 information, and shall provide to
the other parties promptly copies of all correspondence berwesn HoldCo, ScottishPower or the
Company, as the case may b, or any of their respective Representatives with respect to the
Registration Statement or the Proxy Statement. HoldCo. ScottishPower and the Company shail
give the other parties and their respective counsel the opportunity to review the Registration
Statemnent and the Proxy Statemenit and all responses to requests 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 reasonable effoits, 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 atthe earliest practicable

S time.

6.03 Apvroval of Shareholders. (a) ScottishPower shall, through its

Board of Directors, duly call, give notcs of-convene and hold a general mesting of its
sharehiolders (the “ScottishPower Shareholders' Mesting"™). for the purpose of voting on the -
Merger ‘m.l.accordancc with this Agresment (the "ScottishPower Shareholders' Aoproval™). '
Unless the Board of Directors of ScottishPower. based upon.the advice of outside counsel,
determines in good faith that making such recommendation. o failing to amend, modify ot
withdraw any previously made recommendation, could reasonably bé expected to result in 2
breach of its fiduciary duties to sharcholders 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 '
Sharcholders' Meeting, subject to applicable law, (i) ScottishPower 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 dispatch the Circular to its, sharéholders 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 besn so dispatched,

promptly publish or circulate amended, supplemental or supplemented materials and, if required |29

in connection therewith, resolicit votes. In the event that the ScottishPower Shareholders'



Approval is not obtained without the vote having besn taken on the date on which the

* ScottishPower Sharcholders' Mesting is initially convened. the Board of Dirsctors 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 adiournments to obtain the
ScottishPower Shareholders' Approval. T -

| ()  The Company shall, through its Board of Directors, duly call, give notice
of, convene and hold a meeting of its stockholders (the *Company Stp'ckho,ldcrs‘ Meeting"™) for
_ the purpose of voting ori the approval of this Agreement (the "Company Stockholders'

val™ as soon as reasonably practicable after the date 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 result in 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 zpproval. The Company shall consult and discuss in good faith with ScottishPower
regarding the alternatives available for obtaining the Company Stockholders' Approval. In the
event that the Company Stockholders' Approval is not obtained without the vote having been
taken on the date on which the Company Stockholdérs' Meeting is initiaily convetied, the Board
of Directors of the Company will use its reasonable best efforts to adjourn such Company '
Stockholders' Mesting for the purpose of obtaining the Company Stockholders' Approval and to
use commezcially reasonable efforts during any such adjournments to obtain the Company -
" Stockholders' Approval. _ ' * a "

_ ()  HoldCo shall, through its Board of Directors, at'the Annual General
Meeting of HoldCo next following the Scheme Date (or earlier, 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 ADRSs 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 sharcholders at such Annual General Mecting,
HoldCo shall, through its Board of Directors, include for consideration by its sharqholders and,
subject to its fiduciary duties, reccommend approval of the ADR Holder Proposal at HoldCols
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.

_ 604 Companv Affiliates. At least thirty (30) days prior to the Closing
Date the Company shall deliver a Jetter 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




("Company Affiliates"). The Company shall use its best efforts to.cause each Company Affiliate
to deliver to HoldCo on or prior 10 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 transier instructions to the transfer agent for the
HoldCo ADSs, consistent with the terms of such Affiliate Agreements.

) 6.05 - Auditors' Letters. Each of the Company, HoldCo and
- ScottishPower shall use all reasonable efforts to cause to be delivered to the other parties and
such other parties’ Boards of Dirzctors a lenér of its independent auditors, dated the dateon
which the Registration Statement 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.° o ' .
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6.06. Stock Exchanee Listine: Deposit-Agresment. (a) HoldCo shall

use its commercially reasonable efforts, and the Company shall cooperate in respect thereto, to-
cause () 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 listing on the NYSE, subject to

. official notice of issuance, prior to the Closing Date: 2nd (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 execution of this Agresment, HoldCo shall promptly
- prepare and shall use its commercially reasonable efforts o have executed a deposit agreement,
all on terms and conditions reasonably satisfactory to the Company, that will provide holders of
HoldCo ADRs with the right to (i) participate-in rights offerings, (ii) attend HoldCo shareholder
meetings, (iii) speak 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 sharcholder meetings how to vote on particular
resolutions, 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 effectuate sucha
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 parties’
obligations to consummate the Merger 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 adoption of an alternative

structure (that otherwise substantally preserves for the paries the economic and other material
benefits of the Merger) would result in such conditions being satisfied or. waived, then the parties
" shall use their respective reasonable best efforts to effect a business combination among




themselves by means of a mutaily agreed upon swucturs other than the Merger that so preserves
such benefits; provided that. prior to closing any suca restructured transaction, all material third
party and Governmental and Regulatory Authoriry declarations, 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 alternarive business combinarion. shall have been satisfied or waived.

6.08 Regulatorv 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 deveélop a regulatory approval
plan and proceed cooperatively and in good faith to. as promptly-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 other marers contemplated hereby (including without limitation those set forth
on Section 3.04 of the Company Disclosure Letter and Secrion 4.04 of the ScottishPower
Disclosure Letter), and (ii) provide such other information 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 promply all actions necessary to make the filings
requiired of HoldCo, ScottishPower and the Company or their affiliates under the HSR Actand 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 from the Federal Trade Commission (the
"FIC")or the Antitrust Division of the Deparmment 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 connection with resolving any investigation or other inquiry
concemming the Merger or the other marters contemplated by this Agreement commenced by
- either the FTC or the Antitrust Division or state artomeys 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 Agresment, and (z) provide to the other parties promptly copies
of all correspondence betwesn any such party and the applicable Govemmental 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 Emvlovee Benefit Plans. HoldCo shall use its reasonable best
efforts to cause the Company Employee 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 construed as requiring HoldCo or the Surviving
Corporation to continue any specific plan or as preventing HoldCo or the Surviving Corporation
from (5) establishing and, if necessary, seeking sharcholder approval to establish, any other




—_—

benefit plans in respect of all or any of the employees coversd by such Company Empioyee
Benefit Plans or any other eraployess, or (b) amending such Company Employee Benefit Plans
(or any replacement benefit plans therefor) where required by appiicable 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 control, 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 contractal obligations pursuant to
outstanding restoration plans, severance plans, bonus deferral plans, vested and accrued benefits
and similar employmént and benefit arrangements, policies-and agreements that had been
disclosed to ScottishPower prior to December 6, 1998 and other obligatiorns entered into in
accordance with Sections 5.01¢d) and (h). o o ‘

6.10 Companv Stock Plari. (a) At the Effective Time, each outstanding
option to purchase shares of Company Common Stock (a-"Company Stock Ontion") 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 ard (i) 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 cenr) obrained by dividing (iif) 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 options"), the dption 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 circumstances shall the option exercise price per HoldCo ADS

be less than the aggregate par value of the HoldCo Ordinary Shares represented by a HoldCo

(b) As soon 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 to 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). '

_ () 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 registration 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 its reasonable best efforts to maintain the effectiveness of
such registration statement or registration statements (and maintain the current status of the
Prospectus or prospectuses contained therein) for so long as such options remain outstanding.

7




(d)  For purposes of Section 2.01(c). Company Common Stock shall include
shares of resmicted Company Common Stock issued under the Company's Non-Employee
Director's Stock Compensation Plan. Stock Incentive 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 to ensurs that the consideration received under
such Section 2.01(c) upon the conversion of each ourstanding share of restricted Company
Common Stock will continue to be subject to the same reswictions that such shares were subject
10 under the Company Restricted Stock Plans and the appiicable award agreements thereunder,
‘including, without limitation, any forfeiture resmictions, 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 Decsmber 6, f?98 and disclosed to ScottishPower prior to such date.

6.11 Directots' and Officers' Indemnification and Insurance. (a) Except
to the extent required by law, until the sixth anniversary 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 certificate or articles 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 a 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. - a

(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 insured parties) with respect to claims arising from facts or
_+_events that occurred on or prigr 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 paragraph any amount per annum 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 Govemnance: Additional Matters. () Subject to the
exercise of fiduciary duties and to the extent permited 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 to 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 imm iately prior to the Effective
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
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than semi-annually 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-éxecutive members of the
Company's Board of Directors immediately prior to the Effective Time) as shall be murually
agreed by Ian Robinson and Keith McKennon. The mempoers of the Advisory Board who are
willing to so serve initially shall be elected or appointed for a term of two years. HoldCo agress
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 initial tetm: 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 2 member of the Company’s Board

of Directors.

(c) . Immediately following the Effzctive Time, the Company's United States
headquarters shall continue to be in Portiand, Oregon. In recognition of HoldCo’s and
ScottishPower's commitment to the communities served by the Company, following the
Effective Time HoldCo or SconishPower will conmibute to The PacifiCorp Foundation the sum
of $5 million. ' ’

6.13 Expenses. Except as set forth in Section 8.02, whether ornot the

‘Merger is consurnmated, all costs and ‘expenses incurrsd 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

~ demonstrate 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 ScoutishPower 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 transactions contetnplated by this Agreement except Salomon-
Smith 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 Coinpany 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 agresment with such firm (a true and complete copy of which has been delivered
by. scgttishRower to the Company prior to Decémber 6. 1998), and each of HoldCo and
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ScottishPower, on the one hand. and the Comoanv on =2 other, shall indemnify and hold the
other harmiess from and against any and all claims. lizbiiities or obligations with respect to any
other such fee or commission or expenses related thers:e asserted by any person on thie basis of
any act or statement alleged to have been made by sucz party or its affiliate.

6.15 Takeover Statutes. If any "fair price". "moratorium”, "control
share acauisition" 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 contcmplated ‘hereby and thereby and ‘otherwise act to eliminate or minimize the effects
of such starute or rcgulauon on the transactions contempiated hereby and thereby.

‘6. 16 Convevance Taxes. The Company, HoldCo and ScotushPower
shall cooperate in the preparation, execution and filing of all returns, qucsnormmrcs, applications
or other documents regarding any real property transier or gains. sales, use, transfer, value
added, stock transfer and stamp taxes and duties. any transfer. recordmg, rcglsmmon and other
fees, and any similar taxes which become payable in connection with the transactions
contemplated by this Agresmen that are required or pernitted 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 payable to the holders
of Cornpany ‘Common Stock, any such taxes which become payablc 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. Durmg the period commencing on December 6,
1998 and ending on the Effecdve Date, the’ ‘Company shall, and shall cause its Subsidiaries to,
obtain HoldCo's and ScottishPower's approval, not to be unreasonably withheld or delaycd, 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 ameadment 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 ar.d ScomshPower agrees that:

(a) Prior to the Closing Date, ScomshPower and HoldCo (i) will make the
‘elections necessary pursuant to Section 301.7701-3 of the U.S. Treasury regulations promulgated

B _ under the Code to treat UKSub 1 and UKSub 2 as entities disregarded as separate from

ScomshPower 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 1 is ‘three years after the Closing Date.
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: (b)  Throughout the period beginning on the date the election described in
Section 6.18(2) of this Agresment is effective for U.S: federai income tax purposes and ending

on the date that is three years after the Closing Date: (i) SconishPower and HoldCo will not
make an election under Sectior 301.7701-3 of the U.S. Treasury regulations to treat UKSub 1 or
UKSub 2asan association taxable as a corporation; (ii) ScordshPower, before the Share
Transfer, will directly own the whole of the share capirtal of UKSub 1 and UKSub 2. and
HoldCo. aiter the Share Transfer, will directly own the whole of the share capital of UKSub 1
and UKSub 2; and (iii) ScortishPower and HoldCo will cause UKSub 1 and UKSub 2 to directly
own all of the equity-interests in the Parmership. Prior to the Closing Date, ScottishPower and
HoldCo shall cause the Share Transfer to occur. ' '

(c) Thmugﬁout the period beginning at the ‘Effective Time and ending on the
date that is threg years after the Closing Date, the Parmership will directly own all of the -
Common Stock of the Surviving Corporation, except for contribution to 2 controlled subsidiary

described in Code Section 368(a)(2)(C) and the regulations promulgated thereunder.

(d)  Throughout the period beginning at the Effecdve 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 ScottishPower will redeem, acquire,
convert, exchange, or cause tfie Company or any affiliate 6f the Company to acquire, convert or
exchange or arrange for another person to acquire, convert or exchange any of the ADS
Consideration or the Ordinary Share Consideration, unless 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 subsequent exchange or conversion;

- (6) ° 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 Agresment.

() Fora 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 (2) 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 connection 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 connection with the redemption of
their preferred stock prior to the Closing Date. ’




. (h)  Neither HoldCo, ScottishPower nor any affiliate of HoldCo or
ScottishPower wil, 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 uniess acquired directly from the Company.

6.19 Dividends. HoldCo hereby 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 receive
dividends in respect of the Company Common Stock for all periods prior to the Effective Time

- but do not receive dividends on the ADS Consideration 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 prior to
the Closing, of each of the following conditions: : '

(3)  Stockhoider Approval. This Agresment shall have been approyéd by the
requisite vote of the stockholders of the Company under the BCA and the shareholders of
ScottishPower shall have approved the Merger.

‘“

()  Regismation 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
procesding 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.

(c) Exchange Listing. The LSE shall have agrcc;l:m-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 NYSE, upon
official notice of issuance. ‘ _

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

(6)  Injunctions or Restraints. No court of competent jurisdiction or other
competent Governmental or Regulatory Authority shall have enacted, issued, promulgated.
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enforced or entered any law or order (whether temporary, preliminary 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 ransactions contemplated by this
Agreement -

§)) Exon-Florio. The review and invesugation under Exoﬁ-l-'lorio shall have -
been terminated and t_h_; President shall have taken no action authorized thcrcqndcr.

(® 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 contemplated by this Agreement shall have been obtained.

(h) . H.M. Treasurv Consent. HoldCo or ScottishPower (as required) shall
have received consent from H.M. Treasury pursuant to Section 765 of the UK. Income and
Corporation Taxes Act 1988 in respect of the Merger and any other matter contemplated hereby,
or confirmation that no consent is required.

_ (i) Governmental and Regulatorv Consents and Approvals. Other than the
filings provided for by Section 1.03 and any fiiing 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 HoldCo,
ScottishPower, the Company or any of their Subsidiaries to consummate the Merger and the
other matters 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. ot 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 relevant 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 prescrived by applicable law, regulation or

order have been satisfied.

_ ()] Other Consents and Aoprovals. Theconsent or}a.pproval of each person
(other than a Governmental or Regulatory Authority) whose cqnsent or approval is required of
HoldCo, ScottishPower, the Company or any of their Subsidiaries tunder 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. a2 material adverse effect on the Company and its
Subsidiaries taken as a whole or on the ability of HoldCo. ScottishPower or the Company to

consummate the transactions contemplated hereby.

() UK Fair Trading Act. Anyof

(i)  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 mazez ssiating 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 E

(iii)  if on a refersnce the MMC shall have concluded that the Merger
does or may be expected to operate 2gainst the public interest, the SOS shall have
indicated in writing that it is his inteztion to approve the Merger,

. . \

provided that #f any indication by the SOS referred t0 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, gmatcrial adverse effect on the HoldCo Group taken as a whole.

() UK Reguiators. Eachofthe Office of Electricity Regulation ("OFFER")
and the Office of Water Services ("OEWAT) shail have indicated:

(@) that it is not its intention to seck 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 maierial adverse effect on the HoldCo Group taken as a whole; and

(i)  thatit will give such consents and/or dir_cctioéxs (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.

I / _ ; ~
(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 takea as a whole.

7.02 Conditions to Oblization of HoldCo. ScottishPower and Merger

. Sub to Effect the Mereer. 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 wholeor in partby -
HoldCo, ScottishPower and Merger Sub in their soie discretion): '

() Representations and Warrandes. The representations and warranties made
by the Company in this Agresment shall be wrue 2nd correct, in all material respects, taken as a
whole, as of the Closing Date as though made on 2nd 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
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of such earlier date (provided. however, that for purposes of this paragraph (a), no effect shall be
given 1o the reference to the date December 6, 1998 in the first paragraph of Article II), except
as affected by the transactions contemplated by this Agresment. 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 Senior Vice '

President, to such effect.

(b)  Performance of Obligations. The Company shall have periormed and
complied with, in all material respects, the agreements. covenants and obligations, taken as 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 behaif of the Company by its
Chairmian of the Board, President or any Executive or Senior Vice President, to such effect.

(c) 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 agreemerits of the Company
contained herein, have 2 material adverse effect on the Company and its Subsidiaries takenas a
whole. For purposes of this Section 7.02(c), (i) 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 ScottistiPower, and (ii) any adverse effects on the Company and its Subsidiaries

. Yesulting 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).

(@ Tax Obinion. HoldCo,.Scottis_hPower 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 Clésing Date, to the effect that the Merger will constinute a

"reorganization” within the meaning of Code Section 368(a) 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). = |

- (¢) Proceedings. 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 substancs to HoldCo, and HoldCo shall have
received copies of all such documents and other evidences as HoldCo may reasonably request in
order to establish the consummation of such transactions and the taking of all procesdings in
connection therewith. ' ' .
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7.03 Conditions to Obligarion 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 Closmg, of each of the followmz additionai conditions (all or any of which may be
waived in whole or in part by the Company in its sole discretion):

(a) Reoresentations and Warranties. The representations and warranties made
by HoldCo, ScottishPower and the Parmership in this Agreement shall be true and correct, in all
material respects, taken as a whole, as of the Closmz Date as though made on and as of the
Closing Date o, 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 Agresment i in the first paragraph of Article IV hereof), except as affected by the
transactions contplaxcd by this Agreement, and HoldCo, ScottishPower and Merger Sub shall
cach 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 Prcs:dent or any Executive Director. in the name and on behalf of ScottishPower by
its Chairman of thc Board, President or any Execurive or Senior Vice President and in the name
and on behalf of Mergcr Sub by its Chmrman of the Board, Prcsxdent or any Vice President, to
such effect. :

(b)  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 Agrc-mcnt 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 i its Chairman of the Board, President or any Executive
or Seaior 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
Prcsxdent, to such effect.

- ()  Material Adverse Effect. Since December 6 1998, no material adverse
effect shall have occurred with fespect to HoldCo, ScontishPower 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
pm-poscs 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 undcr this Section

03(c!

R

_ " (d) 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 L°Boeuf Lamb Greene & MacRae, LLP, special counsel to the

=
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Company, dated on or about the date on which the Registration 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 constiture 2 “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 Common
Stock for HoldCo ADSs or Merger Ordinary Shares pursuant to the Merger (except with respect
to cash recsived in lieu of fractional 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 trznsactions 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 thie taking of all proceedings in connection
therewith. _

., ARTICLE VI -
TERMINATION, AMENDMENT AND WAIVER

801 Termination. This Agresment may be tcrrninaxcd,':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 mumal 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: 7S .
/

().  atany 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
Agreement by the terminating party; provided. however, that if on such date HoldCo,
ScottishPower and the Company and their respective Subsidiaries have not received 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 capabie of being
fulfilled, then, at the option of either HoldCo or the Company (which shall be exercised
by written natice), the term of this Agreement shall be extended until the expiration of
such date which is eighteen (18) months after December 6, 1998;

v (i) ifthe Company Stocknolders' Approval or the ScottishPower
Sharcholders! Approval shall not be obtained by reason of the failure to obtain the
requisite vote upon 2 vote actually held at a2 meeting of such stockholders or shareholders,
or any adjournment thereof, called therefor; S :




(iii) ~ if there has been 2 materiai breach of any representation, warranty,
covenant or agreement on the part of the non-tenminaring party set forth in this
Agreement (determined in all cases as if the :erms “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 represezrations, warranties, covenants and
agreements of the non-terminating party contzined in this Agreement, has or would
reasonably be expected to have a material adverse eifect 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; : ' '

(c) By the Company upon five (3} days’ prior notice to HoldCo if (i) the
Board of Directors of the Compazy 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 Altemative Proposal meeting
the requirements of clauses (B) and (C) of Section 5.07 having been made; provided that

_ (A)  The Board of Directors of the Company shall have been advised by
outside counsel, that notwithstanding a binding commitment to consummate an
agreement of the nature of this Agreement entered into in the proper exercise of its

. applicable fiduciary dutiés, 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), ~ prior to any such termination. the Company shall. and shall cause'its
‘Tespective 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 Agresment 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 committes 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 committee
thereof) (i) shall have withdrawn or modified in a manner materiaily 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 wnh rcspccz to an Alternative Proposai to the stockholders of the Company or
(iv) shall resoive to take any of the foregoing acnons or

(¢) Bythe Companv if there has been a Change of Control after the Scheme
Date and prior to the Effective Time. A Changc of Contol" shall occur if any of the following
-apphcs (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: unplemc'u a rccapxtahzauon .of HoldCo (or similar u'ansacuon) in which no Person
acquires more than 30 percent of the combined voting powcr of HoldCo's then outstanding
securitdes; (C) a tender or exchange offer is made for the ordinary shares of HoldCo (or securides
convertible into ordinary shares of HoldCo) and such offer results in a portion of those securities
being purchased and the offeror after the consummarion of the offer is the beneficial owner (as
determined pursuant to Section 13(d) of the Exchanoc Act), directly or indirectly, of securities
representing at least 30 percent of the voting power of outstanding securities of HoldCo; or (D)

HoldCo sells 30 percent or more of its shares of ScomsnPowc-' toa buycr that is not 2 member of
HoldCo controllcd group of coraoranons

8.02 Eﬂ'cct of Termination. (a) Ifthis Agrc°mcnt is validly terminated
by either the Company or HoldCo-pursuant to Section 8.01. this {\grccmcnt will forthwith
become null and void and there will be no liability or obligation on the part of either the
Company, HoldCo or ScontishPower (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 herein
shall reli relieve any party hereto from habxhty for willful breach of i its representations, warranties,

covenants or agresments contained in thxs Agrsement and (iii) as provided in paragraphs (b) and
(c) below

, (b) * Inthe event that any person or group shall have made an Alterative )
Proposal and therzafter (i) this Agreement is terminated (x} by the Company pursuant to Section
8.01(<)(i), (y) by HoldCo pursuant to Section 8.01(b\(iii) or Section 8.01(d) or (z) by cither party party
pursuant to Section 8.01(b)(ii) as a resuit 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 Alternative
Proposal is exccuted 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

applicable, or otherwise, within two (2) business davs after such amount becomes due, 2
termination fes of $250 -000,000.

(c) In the event that this Agreement is terminated by the Company following a
Change of Control, then HoldCo shall pay to the Company, by wire transfer of same day funds,
within two (2) business days followmg such termination. a termination fee of $250,000,000.
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~ (d) Inthe event that this Agreement is terminated by cither party pursuant to
Section 8.01(b)(ii) in circumstances in which the terminatdon 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
Stockhoiders' Approval havxng besn obtained, I-IoldCo shall pay to the Company, in each case an
amount cqual to $10,000,000.

(¢)  If the Company fails promptly to pay the amount due pursuant to the
preccdmg paragraphs and in order to obtain such payment, HoldCo or Mcrgcr 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' fess and cxpenses) 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 paymcnt was required to be made..

8 03 Amendment. This Agreemént may be amended. supplemented or
modified by action taken by or on behalf 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 pmmed by applicable law. No such
amendmeant, supplemcnt or modification shall bé effective unless set forth in a written instrument
duly cxccutcd by or on behalf of each party hcrc:o

8.04 Waiver. Atany time prior to the Effective Time any party hereto,

by action taken by or on behalfof its Board of Directors, may to the' extent permitted by
apphcﬁle law (i) extend the time for the pcrformancc of any of the obhganons or other acts of

. the other pames hereto, (ii) waive any inaccuracies in the representations and warranties of the
other partics hereto contained herein or in any document delivered pursuant hereto or (iii) waive
comphancc with any of the covenants. agrc-mcms of conditions of the other parties hereto- ‘
contained herein. No such extension or waiver shall be effective unlss set forth in a written
instrument duly executed by or on behalf of the party e'ctendmg 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 futurc occasion.

ARTICLE IX
GENERAL PROVISIONS

901 Non-Survival of Renresentations. Warranties. Covenants and
Agreements . The representations, warranties, covenants and agresments 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
andAmdeILmSectxonsSOl(o\ 5.02(k), 6.09, 6.10. 6.11. 6.12, 6.14, 6.16 and 6.18, this-




Article IX and the agresments o1 thc "afﬁhates" of the Company delivered pursuant to Sectxon
6.04, which shall survive the Effective Txmc

9.02 Notxccs All nonccs requests and other c commumczmons
hereunder must be in writing and will be desmed to 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 Powerpic

1 Atlantic Quay

Glasgow G2 8FP

Facsimile No.: 011-44-141-248-8300
Ann. Company Secretary .

thh a copy to:

Mllbank, Tweed. Hadley & McCloy LI.P
1 Chase Manhanan Plaza

New York, N.Y. 10005 -

Facsimile No.: (212) 530-5219

Atm: M. Douglas Dunn

and to:

Freshfields

65 Fleet Street -

London EC4Y 1HS

Facsimiie 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: Executive Vice President and Chief Operating Officer .

with a copy to:

Stoel Rives LLP

900 S.W. Fifth Avenue

Suite 2300

Portland, Oregon 97232
Facsixpilc No.: (503) 220-2480




Atn: 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 mail in the manner described above to the
address as provided in this Section, be deemed given upen 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 notics, 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 specifying such change to the other parties
hereto. P

9.03 Entire Acreement: Incorporation of Exhibits. (a) Subject to
paragraph (c) below, this Agresment supersedes all prior discussions and agresments among the
parties hereto with respect to the subject matter hereof. other than the Confidentiality Agresment,
which shall survive the execution and delivery of this Agreement in accordance with its terms, -
;and contains, together with the Confidentiality Agresment. the sole and entire agrezment among
the parties hereto with respect to the subject matter hereof.

(b)  The Company Disclosure Letter, the ScottishPower Disclosure Letter and
any Exhibit or Schedule attached to this Agresment and referred to herein are hereby
incorporated herein and ma/de a part hereof for all purposes as if fully set forth herein.

(¢)  Notwithstanding the execution of this Agresment by the parties hereto on
the date hereof, this Agresment (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
Armrangement 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 ScoitishPower gives written notice to PacifiCorp that the Scheme of
Arrangement will not become effective, the transactions contemplated by the Original
Agresment will proceed as if no notice unider Schedule IT of the Original Agreement had been
received and this Agrcement had not been entered into. : '

9.04 [Intentionally Omitted.]

| 9.05 Public Announcements. Except as otherwise required b); law or
' the rules of any applicable securities exchange or national market system or any other Regulatory
Authority (including the UK. Takeover Panel), so long as this Agreement is in effect, HoldCo,




" ScottishiPower and the Comnanv will not, and wiii cot permit any of theu' respective Subsidiaries
or Reprasentatives 10, issue or cause the publication of any press release or make any other
public announcement with respect to the transactions contermpiated by this Agreement without
the consent of the other party, which consent shall not be unreasonably withheld. HoldCo,
ScotishPower 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 ransactions contemplated hereby, and will furnish the other with drafts of any such
releases and announcements as far in advancc as practicable.

9.06~ No Third Partv Beneﬁciarv The terms and provisions of this
Agresment are intended solely for the benefit of each party hereto and their respective successors
or permined assigns, and éxcept 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 beneficiary rights upon
any other person. "

9.07 No Assignment: Binding Effact. Neither this Agreement nor any
nght, interest or obhganon nereunder may be assigned by any party hereto without the prior
written consent of the other parties hereto and any attermnpt to 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 Subsxcnary of HoldCo, grovxdcd thatany -
such Sub51dxary agrees in writing to be bounid by all of the terms, conditions and provisions
contained herein. This Agreement is binding upon. inures to-the benefit of and is enforceable by
the parties hereto and their respective successors and assmns

~

9.08 Headings. The headings used in this-Agreement have been
inserted for convenience of reference only and do not dcﬁnc modify or limit the provisions
hcxcof :

9. 09 Invahd Provisions.. If any provmon of this Agreement is held to

“be illegai, invalid or unenforceable under any present or furure law or order. and if the -rights or
obligations. of any party heretc under this Agreement will not be materially and adversely
affected thereby, (i) such provision will be fully severable. (ii) this Agreement will be constued
and enforced as if such illegal, invalid or unenforceable provision had never comprised a part
hereof, and (iii) the remaining provisions of this Agresment 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
Agresment 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 thcrco£

9.11 Submission to Junsdxctton Waivers. Each of ScomshPower,
HoldCo (on behalf of itself and Merger Sub), the Parmership, UKSub 1, UKSub 2 and the




Company irrevocably agree that any legal action or procssding with respect to this Agresment or
for rccogmnon and enforcemert of 2 any judgment in respect hereof brought by another parry
hereto or its successors or assigns may be brought and dstermined in the Supreme Court of the
State of New York in New York County or in the United States District Court for the Southemn
District of New York, and each of ScottishPower, HoldCo (on behalf of itself and Merger Sub),
the Parmczsmo, and the Companv hereby urevocablv suomits with regard to any such-action or
procc-dmg for itself and in respect to its property, gcncrally and unconditionally, to the
nonexclusive jurisdiction of the aforesaid courts. Any service of process to be made in such
action or proce=ding may be made by delivery of process in accordance with the notice
provisions contdined in Section 9.02. Each of SconishPower, . HoldCo, the Parmership, Merger
‘Sub, and the Company hercby irrevocably waives, and agrees not to asscn, by way of motion, as
a defense, counterclaim or otherwise, in any action or procccdmg 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 orits property is exempt or immune from
jurisdiction of any. such court or from any legal process commenced'in such courts (whcthe"
through service of notice, attachment prior to judgment. attachment in azd of execution of
judgment, execution of Judgm-:u or otherwise), and (d) to the fullest cxtcnt permitted by
apphcable law that (i) the suit. action or proc‘-edmo\m any such court is brought in an
inconvenient forum, (ii) the venue of such suit, action or procesding is improper and (iii) this
Agre-ment, or thc subject marter hereof; may not be” enforced in or by such courts.

9.12 Enforcement of Agrc-mcnt. 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 to any other remedy to which they are
" entitled at law or in equity. :
: _ 4

1913 Certain Definitions. As used in this Agreement:

(a)  exceptas 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, controlled by, or under common control with, that person; for purposes of this
definition, "control” (including, with correlative meanings, the terms "controlling," "controlled
Qz" and "under common contro! 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
1mmcdxatcly or only after the passage of txmc),

NY1:#3203227v8
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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 to close;

(d) theterm "knowledge" or any similar formulation of "knowledge" shall
mean, with respect to ScottishPower or the Company, the actual knowledge after due inquiry of
the executive officers of ScottishPower or the Company and their Subsidiaries, set forth in
Section 9.12(d) of the ScottishPower Disclosure Letter or Section 9.12(d) of the Company
Disclosure Letter and, with respect to HoldCo, the actual knowiedge after due inquiry of the
Executive Directors of HoldCo immediately prior to the Effective Date;

(¢) 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,
changc 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 s a whole);

- () the term "New Facilities" means new revolving credit facilities and/or
amendments to existing revolving credit facilities of not more than £2.6 billion in the aggregate

_on terms which are not significantly less favorable taken as a wholc than the RCF;

(g) the term "person” shall mcludc mcuvxduals corporations, parmcrshrps,
trusts, other entities and grotps (which term shall include 2 zmuo" as such term is defined i in
Sectlon 13(d)(3) of the Exchange Act);

(h) the term "RCF™ means the Revolving Credxt Facility dated June 24, 1996

.between, inter alia. ScomsbPowcr the Royal Bank/of Scotland plc and Union Bank of

watzcrland (thc "RCF")

()  the "Representatives" of any entity means such entity’s directors; officers,
employess, legal, investment bamcmg and financial advisors. accountants and any other agents
and reprcscntatxves* '

!

: G) 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 riore than fifty percent (50%) of either the equity interests in, or the
voting control of, such corporation or other organization is, directly or mdxrcctly through
Subsidiaries or otherwise, bcncﬁcxally owned by such party.-

(k)  "Scheme Consents" means the consents, clearances and approvals referred
to in Schedule I;

() "Scheme Document" means the document, including an explanatory
statement, to be sent to the sharenolders of ScottishPower in connection with the Scheme of

Amgcmcnt.

- (m) any reference to "transactions contemplated hereby,” "transactions
contemplated hereunder,” "transactions contemplated by this Agreement,” “transactions




contemplated under this Agresment" or any simiiar formuiation shall include the trafisaction
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 include the ransaction contemplated by the Schizme of Arrangement.

9.14 Countersarts. This Agresment m2y v be executed in any number of
- counterparts, each of which wiii be deemed an originai. but all of wluch 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 ATFORNEY OF ANY OTHER PARTY HAS
REPRESENTED, EXPRESSLY OR OTHERWISE. THAT SUCH OTHER PARTY WOULD
NOT, IN THE'EEVENT 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 CERTIFICATIONS IN THIS SECTION.
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IN WITNESS WEEREUQF, excn party ner=ro has caused this Agreement 0 be
signed by its officer thereunts duly authorized as of e datz first above writen.

NEW SCO'ITISH POWER FLC

hame. % . ANs6is

)\wx

SCOTTISH POWER PLC

By: MJTw

Name: T.M. @vists
Title: | PIlLeITC

NA.GENERAL PARTNERSHIP
By: Scotish Power NA 2 Limited,
a Geacrai Parmer

o llyTU

Name: T m. RuIsee
Title: = DREcow.

" PACIFICORP _
By: '\ QJ&}W‘L— {. m-\

\Iu:".g «.4,-/:(2-0 ol R oo
Title: ;/F WA

~ For purposes of Section 2.01 oaly:
SCOTTISH POWER NA 1 LIMITED

By:_ W’w

\J

Nams: T M. Rumes
Title:  DikeHC

For purposes of Section 2.01 onl)': 4
SCOTTISH POWER NA 2 LIMITED

By: MW

Name: . m. CuIsEcl
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SCHEDULE 1
' SCHEME CONSENTS

The approvai of the Scheme of Armrangement by 2 majority in number
rcp-amng three-fourths in vilus of the ScomishPower Shareholders

present and vodng (either in pemson or by pmy) & the meeting
convened by the Coure. —

The approval of the Scheme ofAmngemm: and the feduction in the

: cayml of ScotishPowez, the increase in share capical, the capitalisation of
new ScotxishPower Shares and the granting of authority to the directors
of ScorshPower to allot such Shares, in cach case for the purposes of the
Scheme of Armngement by a special resoludon’ of Scutthower

The consent in writing of the ScocishPower Special Shar:holde: to-the
Scheme of Amangement ind the proposed amendmens to
ScouishPower's Artcles of Asociadon, and the approval of such
amendmenss by a special resolution of ScarishPower.

The sanczden by cthe-Court of the Scheme of Amngement (wich. ot
without modification) irnd the confirmadon by the Court of the
reducdon in capiral by the cancellzdion 6f ScorishPower Shares rcqum:d
a8 parz of the Scheme of Armangement.

The approvzl in writing of- :he mansacdon to be effected by the Scheme
' ofAmngemew:by the Sccr:nry»omee for Scodand and by each UK
"Regulator whose consent is required, or considered by ScordshPower to
be necessary, under the terms of cach licence, appoincment or other
authorisadon held by any membes of the ScomshPower Group.

’ 'An indicadon on satisfaczory terms Oy the Sccrezary of Seate’ for Trade
and Indusery and by each UK Reguiator. as appropriate, that it is not his
intendion t seek, as a result of the tansacdon ta be effected by the
Scheme of Arrangement, any revocadon of or modificadon to any
licence, appointment or other authorisadion held by any member of the
ScotsnPower Group, except on nus&cmry terms.

Neither the Secretary of Saate for Scodand nor any UK Reguhmt having

sough:. as 2 resule of the Scheme of Amngement, underzakings oc '
assurances” fom any member of the ScottishPower Group, except an
utisficeory terms.

The agreement of the LSE to admit the ordinary shares of HoldCo issued
and to be issued puruant to the Scheme of Arrangement to the Official

Lise of the LSE (subject only w allozment) and such agreement not being
mthdnwn prior to the Scheme Date.
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The receipe, in each case on sadsfictory terems, by HoldCa of

() dearances from the Inlind Revenue under section 138 of che
Taxadon of Chargeable Gains Act 1992 and under section 707 of
the Income and Corporadon Taxet Act 1988 in respect of the
Scheme of Amrangement; and -

(i) confirmation a1 ta the appiicadou of section 136 of the Taxation
- of Chargeable Gains Act 1992 in respect of the Scheme of

The consent under the RCF of the Majoricy Banks (13 defined therein)
to the Scheme of Arrangement, and/or the replacsment of the RCF (in
whole or in part) with the New Facilicies under which no such consent is
required (or consent has been given). ' s

Confirmaton fom the Ewmropean Invesrmerx Bank thae it will aot
require the prepayment of any loan to ScomishPower ot its subsidiaries as
a revult of the change of conmrol of ScorishPawer which the Scheme of
Arangemen: will -result in. In the absence of such confirmadon,
. ScortishPower may decide to prepay any nich loan.

The HoldCo ADR to be issued puuuag_t to the Scheme of Arrangement
shall have been authorised for listing on-the NYSE, upon official notice
. ofissmance.

e
)

. The execudon of the replacement deposic agreement in re;pect of the
HoldCa ADR: pursuant to Secton 6.06(b). '

e

A regisration sqtement to be fled under the Securities Exchange Actof .-
1934 shall have been filed by HoldCo and declared cfective by, the SEC.
. . /

The ipproval of HoldCa's ordinary shareholdens (where required, by 3
special resoluden) (i) to the adagrion or amendment of HoldCo's Articles
of Atsaciadon in sccordance with Sectien 4.01(2) (and to the proposed
 changes to HeldCa's Articles of Association referred t6 in Section 6.03(c)
if the same are to be effective on or pricr to the Scheme Dats), (i)
incresse the authorised share capital of HoldCo, and to give the directony
of HoldCo authority t allot shares under seczion 80 of ‘the Companies
Acz 1985, in respece of the ordinary shares of HoldCo to -be issued
pursuant to the Scheme of Arrangement and the Merger and otherwise
for general purposes (i) o ‘disapply samtoty pre-cmpdion righs () to
awthorise HaldCo to repurchase iss own shares (v} o change HoldCo's
mame cenditional upen the Scheme of Amangement becoming ‘efective
and (vi) to appoint direcran. : .

. Such other ipprovals, prior to the Scheme Date, of the Sharcholders of
HoldCo, the bourd of HoldCo and the board of ScotishP ower a5 may be

77
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required to implement and give eSzct to the Scheme of Amrangement and
the terms of this Agreement. '

The fling of orders, recusns and cther documents wich the Registrar of
Companies in Scodand or with the Court in order to obtain the san:ton
of the Court for, and to give eSecs to, the Scheme of Amngement,

Such filingt and consena as ScertishPower may reasonably consider
necessary or desirable in connecisn wich the Scheme of Armmngement
and/or the Merger with stock exchanges or other Governmenmi or,
Regulatory Authorides in Australia. Canads, Ireland, Japan and any other
applicable jurisdiction (other than the US and the UK, -

Deﬁnu:iom

In this Schedule [, the following defnidons appiy:

Court means the Court of Sewion, Ediabufgh:

ScottlshPower Shares means ordinary sharss of £050p in the capical of
ScotishPower: and T . :

i
7/

UK Regulator means exch of the Director Genesmi of Elecicity Supply, the
Director General of Water Services, the Direczor General of Gas Supply, and
the Direczor General of Telecomruniczsons.

on satisfactory terms means on terms which are satisfaczory to Holdeo and which
waould not, or would not reasonably be expect=d to, have, individually or in the
aggregate, 2 matesal adverse eect on the Holdeo Group taken as 3 whole.
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SCHEDULE I
THE ARTICLES OF ASSOCIATION OF HOLDCO

HoldCo's Articles of Assaciation will have . the principal differences from the
current Articles of Asiaciation of ScomishPower reéerred to below. There will
abio be some differences of 2 miner or tzchrical matre which have not been
inicluded below. ' Holdeo's Articles of Associadion will also include any changes
requested by the ScomithPawer Special Sharchéider er by the LSE and agreed to

by ScorishPower, -

The number idexdfying each provision of HoldCo's proposed Articles of
Association corresponds (except where otherwise sured) to the numbesing of
the current ScorxishPower Aricles of Assaciasian. s

(a): Article 6(E) (The M@n&lg Shares). -

There is no equivalent of this proposed asdle in ScorishPower's current
Articies of Associaden. It will ser out the righss acmaching to non-votng
redeermable shares which it is intended that HoldCa will issue in order to have
the minimum issued capital required to cbuin 1 trading cerrificace under

sectidn 117 of the Companies Act 1985.
®)  Areide 7 (The HoldCo Special Share)

This ardcle, which will set out the righes 2zxching to the one sthare of {1lin che
capial of HoldCo w be issued to the ScortshPower Special Shareholder
- pussuant to the Scheme of Amangement (the “Holdeo Special Share™), will be

amended from the comparible ScordithPower amicle so.thar each of the
following mzr=rs will also be deemed to be 2 variadon requiring prior consent
in writing of the holder of the HoldCo Spexiai Share: !

() the giving by HoldCo of any consent oz :fge:mént to any amendment
to, deledon of or alteration to the efzct of article 7 of the Ardcles of
Associadon of S_cduishPower (save as refecred o below): -

the giving by HoldCo of any consent or agresment to the creation or
issue of any shares in the capital of ScowishPower other than an issue of
shares upori.the issue of which HoldCo will own the full legal and
bencfcial interest in, and conerol, shares in the capial of ScomishPower
carrying at least 85 per cent. of the vodng rights exerciuble on.a poll at
general meedings of ScomishPower; 5

. the disposal by HoldCo of any of the shares in ScowishPower or of any
rights or incerest thercin, or the enteding intw by HoldCo of any
agreement or arrangement with respect 20 such shares, or the exercise qf'
any vodng or other right amaching to such shares, such thac HaldCo
would cease to own the full legil and benedicial intecest in. and conel,




sharss in e capinl of ScomishPower carming ac least 835 per cent. of the
voting fignss exercisable on 2 poii at general meetings of ScomishPower;
the giving by HoldCo of any conseat or agresment to any “1brogation,
variadon, waiver or modificadon of any of the righs or pris eges
ataching to any shares in ScotishPower such that HoldCo would cease
@ own che full legal and beneficial ircerese in, and conwmol, shares in the
capital of ScacishPower earrying at least 85 per cent. of the voting righn
cxeccisable on 2 poll at general meedings of ScatishPower: and

any ocher iz or omimion to act by HoldCo or the Dirsczons of New
ScomithPower which resuiss in HoldCo ceasing to own the full legal and
beneficial interese in, 1nd control, shares in the capital of ScorrishPower
carrying it lease 83 per cent. of che votng rights exercitble on 2 poll ac
general mescngs of ScomishPower. o

The existing arsicis 7 of ScorzishPower's Arncles is to be deleted and repiaced by
aa artcle which ensures that the evenss set out in panagraphs (i), (ii) and (iv)
above do- nor occur without “the prior wricten consent of “HoldCo.
ScottishPower's Articles of Assoqadon wiil also include any changes requested

by the ScomishPower Special Sharehoider 1d agresd to by ScomishPower.
()  Arride 50 (Disclasure of Interests in Shares)

This ardele, which will relate to the disclosuze of interssts in shares, will be
-amended from che comparable’ ScouishPower article to remove references to
cerain interim arrzngemens included in ScottishPower's Articles in connecdon
- ‘with the inidal flctation of ScorishPower. i

(d)  Artide 51 (Limications on Shareholdings)

This ardcle, which will sez out restricdons on pessons holding or concuoiling the
right to case 15 pez cent. or more of the votes ac general mesgngs, will be
amended fom the comparzble ScotmishPower article to remove references w
€ertain intesim arangemens included in ScocishPower's Articles of Associadon
in connecdon with the initial florsion of ScorishPower.

(¢)  Article 98 (Number of Directors to Rcdre)l

This ardcle, which will relate to the number of directors to retirs fom ofice by
roudon, will be amendsd from the comparable ScomishPower aricle in
accordance with the new Londan Stack Exchange requirsment that all dicectors
- shall redire by rodon at least every three yean. '

(§  Ardde 123 Borrowing Powens)

This article will, if considered necessary by ScoctishPower, be amended from the
comparable ScottishPower article to reflect the new UK Financial’ Reportng
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Semdard FRS10. Any such amendmen: =3y include provisions to the efece
that, in caleulining the borrowing limiz. =5 goodwill. or inangible assers will be
deducted excepe the amount thar has been amordsed in accordance wich
FRS10.

® Artide 130 (fnterim Divldends)

This ardcle, which will relate to the ability of the Direceors to pay incerim
dividends, may, if considered nesessary or desirsble by SconithPower, be
amended fom the comparable ScottishPower ardele to clarify that the Direczory
m2y declare and pay any dividends, incinding final dividends, and not juse
interim dividends. This relates to the proposed move to quarterdy dividend
piymeaw. &

-

Ql) Artide 160 (ADR Deporitaries)

Amendmens will be made in accordines with Secton 6.03(c) of this
Agresment, altiough diese amendmena T3y not be made prior to che Scheme
Date. ' :




EXHIBIT A

Scheme of Arra emer
(unc1er section 425 of the Compames Act 1989)

between Scotish Power pic and the Scheme Sharshoiders (as hereinaftar dlﬁmdl
and tha Special Sharsholder m Rersinsftar defined)

1. Preliminary

(A) Iz this Scheme of Arrange=eat, unless irccasistest with e subject or canext, the fllowing
_ ex:ptewom shall bear the following meanizgs:

business dcy means any day other than s Saturday of Su::dny an which banks are genenly open for
business i in Englu'.d md Wales;”

Court means the Cou:t of Session in Edz:xburgh.

Court uuda; means the meegng of holden of ScottishPewes Shares canvened by interiocutar of the
Court pursuant to section 425 of the Companies Act 1985 fer o ¢ 1999 to consider and, if
thoughz &t lpprcve this Scheme:

CREST xren:u 8 reievant system: :as defined in '“e CREST Regu:asns) in respect of which CRESTCo is
the operatar (as deﬁncd in tie CREST Regulauons)

CRESTCo me_aas CRESTCo Limited:

. CREST Regulations means the Uncerificated Securites Regulauans 1995 (SI 1995 No. 3272) as from
- (limeto time amended:

holder includes eny persan rm.:d by cansmissian;
new ScottishPower Shares meins new ardinacy shaces of SC pezce each in the capital of ScontishPower;
New ScattshPower means New Scottish Power ple

New ScouishPower Special Share means the specal sigh=s nce-vating redeemable preference share of
£l in the capital of New. ScocishPower;

New Shares means ordinary t7ares of [5Q pencs] eack: in che ::.;iu.l of New ScatishPawer:
Record Date means the businens day immediately preceding Lie Scheme Date;.”

Sclmne Date means the dlt! on waick this Scheme deszmzt efleczive in acc:tdmc: with clause 6 of
" this Scheme; : . . ~ o

Scheme Record Dau means the business day :ma:‘..z:ely prezading the date of the hearing of the Court
at which the Scheme is sanczsned:

—

Scheme Shareholder means o holdes of Scheme Sharesas ot § 30 p.=. on the Record Date:
Sdunu Shares means:

{a) ull ScottishPower Stares in issue at the date of this Schere:
(%) ol (if any) other ScozishPower Shares in issue immediately priot to the Coure Meeting: and

2y all (if any) further ScottishPower Shares which may be in issue gt §30 p.m. on the Scheme
Recurd Date:

ScotnshPower menixu Scaotisa Power pic;

ScottishPower Shares mearns ordinary shares of SO pence each ia tie capital of ScotdshPower:

ScottishPower Speml Share means the special rights non-vodng cedeemable pm!emtu: share of £1 in
the cap.t-ll of ScomishPower:

N
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Special Shareholder means &e Secretary of State for Scatiand. the holder of the Scott.‘shpom Spedial
Sh.tn:

thu Sdume means this Schemne of Arrangement in its pressnt {Srm or with any 'nodzﬁ:nuon c:mco{ or
addn:an hereto or conditon :pprcved or imposed by the Czur: 12d




uncertificated or in uncertificased form means recarde" s tne reievant register as in uncerificxed
form. being held in uncenificated form in CREST and ute i3 the aiect of which by virtde of the CREST
Regulatons may be transferred by means of CREST.

(B) The authorised share capital of ScottishPower as af the date of this Scheme is £ o divided ints

e ScomishPower Shares, of which @ have beeni issued srd ase fully paid up (and the remeinder
are unissued), and sne ScontishPower Specu Shan whick has been issued and is h.lly pud up.

(C) New Scothower was incarporated as & public limized compsny on @ @ 1999 under the
zame New ScotishPower. The authorised share cagital of New ScatishPower at the date of this Scheme
is£ o dividedinta e New Shares, of which~ ® have been issued and are:fully paid up (and -
the remainder 12 unissued) um the New Scsm:h?ower Sgeciai Share which has. cot been issued.

(D) The purpese of this Scheme i st prmndc for the cancel'sfan of the Scheme Shares and the
ScattishPower Sp:cul Share and the issue of new ScotsshPawer Stares with an aggregate nominal vilua
equal to that of the shares so cancslled t0 New ScaciskPower 12 s2asiderstion of the aliotment by New

ScarishPower: ol’ New Shares ta the Scheme Sharznsides acd he aiiccment by New SconishPower of
the New Scott::t Powar Speciai Share o the Special Sharsacider.

(E) New Scum:l-.PovIer has agreed. and it is proposed that ihe Specisi Shareholder will agree. 10 sppesr
by Counsel on the hearing of the Petition {or the sanctan by :he Coust of this Scheme, to consent
thereto and to underiake td be bound thereby and to' execute or procure to be executed all such
documents, and o' dg or procure to be dace all such scx wad t..xa;s as may be necsssary or desu:hle
ta be ue:utcd or'dane by them respeczively for she pu.-;cxe of givicg eifect fo this Scheme.

2. The Scheme
ScottishPower Cancellation
1.(a) The shere capital cf ScorshPower shall be teduc.d by :n:-.lmg the Scheme Shares and thg
Scou:xh?ower Special Share, - _
% . _
(b) Forthwith and :cming:ndy upon the 1aid reduction of capiml tading effect: )

(i) the share capiul of ScontishPower snail be incrzased 0 izs former wmount Yy the creation of
such number of new ScantishPower Shares as saall be of an aggregate nominal amount equal

to the nuuute asminal amounz of the shares aancel:d pussuant t sub-clquse (a) of this
clause 1

ScanishPawer stall apply the credit arinng in its books of accaunt on the reduction of
capital pussuant to sub.clause (a) of this clause | ic pxyin( up, ie full &t par, the new
ScottithPawer Shares crested ‘pursuant to sub<lause (B)(i) of this clause 1 aad shall allot
and issue the same, credited as fully paid. io New ScomishPower and/or in nnmmee(sl snd

(m) Scnt:xsh?mr wiil besame a wholly owned uhudmy of New ScottishPower. -

New Shares

2.3) In consideration of the cancslistion of the Scheme Shares and the SeanishPower Special Share
snd the issue of the new ScomishPower Shares t0 New ScetushPower and/or its nominee(s)

pursuant to clause 1 cf this Scheme, New ScotzinPower shall (subject to the provisions of sub-
dluse (¢} of this ciause 2):

(i) aliot and issue (coedited as fully pud) New Shares o the Scheme Shmnolden on the
{ollowing basis: .

Far each Scheme Share held at $.30 p.m. oz e Recsd Date, one New Share

seve that {or any pemon holding New Shares a3 at $.30 p.m. on the Recard Date his

eqtitement ta recuve New Shares pursuant to his cause 2 shall be reduced uy the number
of New Shares z¢ holds a2 that nx:'.: and




(©

3.(s)

®

(<)

(¢)

(i) allot and issue (crzdited as fully paid) the New Sco=isaPower Special Share 1o the Special
Sheretol :

(b) The New Shares (o be issued pursuant to sub-clause faj(i) of this ciause 2 shall rank par passu as

s single class of shares inter se and shall ;anik in full for all dividends or distributions made. paid

ar declared after the Scheme Date on the ordinacy szace capital of New ScoTishPower,

The provisiors of sub-clause (s) of this clause 2 s2a0 be subiect ta any prohibition. or condition

imposed by law. Witkout preiudice to the genenlity of e lcr=going. il in respect of any Scheme

Sharenalder who is & citizen, sesident or national of any jurisdiction cutside the United Kingdom

(“oversess sharcholdes), New ScomishPower is advised that the allotment and issue of New

Shares pussuant to this clause 2 would infinge e aws of any juritdicion ounide the Ugited

Kingdom [(other than the US)] or would require New ScarsshPower to obierve any governmental

or.other ¢onsent or any repstadon, Sling or other lzrmsiity ((other than the US)), then New
ScatishPower may determuzie that ng New Shares sitall Se zilotied or issued to such oversens
shaccholder under this clause 2, but shail instead e vlotizd t0 ¢ comines appointed by New
ScomishPower, as a trustee for such overseas sharesider, on terms that the nominee shall, as
scon as practicable fsllowing the Scheme Date. seil tte New Shares 30 llotted at the best price
which can reasonably be obuined and shail accoun: {or e net proceeds of such sale (after the
deduction of all exzenses snd commissions, inciuding value added tax payabie thereon) by
sending & chegue or warrant to such overseas snareficides in accardance with the grovisions of

- clause 3 below. None of ScarishPower, New ScotishPawer, any nominee referred to ia this sub-

clause (¢} or sny broker or agent of any of them thall Bave any Usbility for any loss asising as s
result of the timing or terms of any such sale.

Certifcates and payment

Not later than five (5) business days after the Scherme Date. New ScotzishPower shall sead by post
to the allottees of the New Shares and 0 the allcuzs of e New ScanishPower Special Share
tllotted and issued puryuant :o clause 2 gf this Schieme szrafcates in respect of such shares, save

" .that wheére Scheme Shares are held in uacsrafzated fomm New ScotishPower will procure that

CRESTCa is insucted !0 credit to the sppropmace mesk scsount in CREST of the Scheme
Sharenoldes cancerned suck shareholders enzitlement 10 New Shares.

Nat later than fve {S) business d:y; foliowirg the wie of any reievant Nn}’sm pussuant 0
clause 2(¢), New SconiskPower und/or the aomines shall satiscly the cash canvideration paysble
by it by despatching to the p=ryons respectively enzzied thersio :heqqq and/or warraats by pot.

All certificates required ta be seat by ScorishPower purssant (o sub-clause (s) of this clause 3 and
all cheques-or warrants required to be sent by New ScarishPower and/or any nominee referred
10 in clause 2(2) of this Scheme shall be sent through the 7ost in pre-paid enveiopes addressed to
the persors rsipectively entitled thereia at their respectve addresses uppearing in the register of
mermbers of ScottishPower at e clase of business on e Recard Date (or, in tie case of jcint
‘holders, %0 the address of that one of the ‘oint holders wiase name suands St in the =qpsierin
respect of the joint hoiding) or in sccordance with anty special inswucsons regarding
comsmurications received &t the registered cffce of ScarishaPower price ta the Record Date.

(&} None of Scut;‘.'ahPowér. New ScatishPower. wy nsmizee refesved to in clawse 2(c) or wny sgent

of any of them shall be responsible foz any loss oc ceisy in cansmission of cexificates, creques ar
warran® sent in accardance with this clause 3. -

The precedirg sub-clauses of this clause 3 shall take efem xu'biect to way prohibition ar candicon
imposed by law. ‘ ' '

- Cartificates regresenting Schame Shares and te ScoresnPawner Scecial Share
; © 4, With effect fom and ‘including the Scheme Daw. wl ser@Szutes representing holdings of Scheme
Shares and the ScottishPower 332cial Share 3nail caese i 3¢ valid in respect of such boldings and the

holders of such shares shall be Souad st the requet of ScamsnPower to deliver such cerzficates for

= cancellation 1o ScortishPower or 10 any peszan appownies by ScatishPower o szceive “he same.
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Mandates

S. Each mandate in force at 5.3C p.m. on the Recard Date reiating to the psymemt of dividends on
Scheme Shares and each instucton then in fotee as w0 ratices and other communicatons from
ScattishPower shail, unless and unsil varied-or revoked. te Zesmed as fom the Scheme Date to be o

valid and effecive mendate or instruction to New ScatsishPower : a selador (o the wmponthn; he\v
Shares to be dloued snd issued pustuant 1o this Scherme.

Scheme Oate

6. This Scheme snall become efsctive as soon as an afSce ccpy of the interiscutor of the Court
sanctioning this Scheme under section 425 of the Act and scnfrming under section 137 of the Act the
reduction of apm! preposed ucder this Scherze shall have been duly delivered 0 the Registrar of
Companies for : regumon and the interlocutor and relatve mizute have been reg-md by him.

7Un1euthu5chemahuﬂh:venecomeeﬁeczveaucr.zfzr . ) 19990rmchlmtd.m.il
any, as the Caun my silow, it skl lapse. C

Modiﬂcahon )

8. Scottisc Power and New SccrtishPower may jowttly consen: o sehalf of all persons concemed ta any
modification of or addition to-:kis Scheme or 10 any consion wiick-the Court c:ay think fit 2 approve
.Qr impose.

Datedthe ¢ dayof e 1939




EXHIBIT B

Column A Column B

Proportion of HoldCo Ordinary Shares -
represented by HoldCo ADSs - © notmore than 75% - not less than 25%

Proportion 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 I may be deemed to be an "aﬁhate"
of PacifiCorp, an Oregon corporation (the "Company"), as that term is defined for purposes of
paragraphs (c) and (d) of Rule 145 of the x:ulcs and reguiations (the "Rules and Regulations") of

* the Securities and Exchange Commission{the "Cdmmxssmn") under the Securites Act of 1933,

as amended (the "Act"). Neither my entering into this agreement, nor anything contained herein,

. 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 - {8
and amended and restated as of January 23, 1999 (the "Merzer Azrc-ment") by and among New 7

Scottish Power pic, a public limited company incorporated under the laws of Scotland
("HoldCo"™), Scottish Power pic; a public limjted company incorporated underthe laws of -
Scotland, NA General Parmership, a Nevada general oarmcrsmp (the "Parmership"), and the
Company providing for the merger of a wholly-owned subsidiary of the Panncrshxp with and
into the Company (the\"Merger"), and as a result of the Merger, [ may receive sharesof .
HoldCa's American Dcposuarv 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.

~.

I represent am-i\wamnt to HoldCo that in'such event:

A.  Ishall not make any sale, transfcr or other disposition of the HoldCo
Sccunucs in violation of the Act or the Rules and Reguiations

—

B. I have carefully | read thxs letter and the Mcrgcr Agreement and discussed
its requirements and other applicable limitations upon my ability to sell; transfer or otherwise
dispose of HoldCo Securities, to thie extent I felt necessary, with my counsel or counsel for the
Company .

NYt .#3203227v8
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C.  Ihave becn advised that the issuznce 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, I have also been advised that, since at the time the Merger
was submitted for a vote of the stockholders of the Company [ may have been deemed to have

~ been an affiliate of the Company and a distribution by me of HoldCo Securities has not been
registered under the Act, the HoldCo Securities must be held by me indefinitely uniess (i) a
distribution of HoldCo Securites by me has been registered under the Act, (ii) a sale of HoldCo
Securities by me is made in conformity with the voiume and other limitations of Rule 145
promuigated by the Commission under the Act or (iii) in the opinion of counsel reasonably

. -acceptable to HoldCo, some other exemption from registraton is available with respect to a

proposed sale, transfer or other disposition of the HoldCo Securities by me.

- D. I understand that HoldCo is under no ob'ligﬁtipn 10 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. I 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 placed on the
certificates for the HoldCo Securities, or any substitutions therefor, a legend stating in substance:

_ - "The shares represented by this certificate 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 teris 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.  Talso 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
transferes: o ’

- "THe shares represented by this certificate have not been registered under the
Securities Act of 1933, as amended, and were acquired from 2 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 without such legend if the undemgned ‘
shall have delivered to HoldCo a copy of a'letter from the staff of the Commission, or an opmmn
of counsei reasonably acceprabie to HoldCo to the effact that such Icgcnd is not required for
- purposes of the Act.

Very wuly yours,

Accepted this day of
by
NEW SCOTTISH POWER plc
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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 parmershlp interest
in the Partnershlp

Please indicate your acknowledgement and agreement to the foregoing by signing
this letter agreement in the space provided below.

4
)

Very i:ruly yours, |

SCOTTISH POWER UK. PLC

_By: /Ml“//w

_Name:
Title:

‘\‘

SCOTTISH POWER PLC

By WTU/

Name:
Title:

- NYi#3z057m




SCottishPoWer

 November 28, 1999

-
- -—-‘

PacifiCorp o L
700 N.E. Multnomsah ;. G
Portland, Oregon 97232-41 16

Scottish Pcwcr

I . - ot s SR I -

Referenice js hereby made to'that certain Amended and Restafed Agreemerit and
Plan of Merger, dated 4.6f December 6, 1998, as amiended:as of Jamuary'29; 1999 and Febiruaty
9, 1999, and amended aiid restated as:of February 23; 1999 (the "Merger Agreemeént") by and °
among Scottish Powerlple; 3. public limited company ingorporated unider the: laws of Scotland .
("HoldCo"), Scotfish Power UK. plc, a public limitéd company incorpordted under the laws of
Scotland ("ScottisiPowet"), NA General Partnership, 2 Nevada general partiership-indirectly
wholly ownied by ScotfistiPower (the "Partriérship®) and PacifiCotp, an Oregon corporation (the
"Company"), and with:respect to Section 2.01 of tie Mérger Agreement, Scéttish Power NA 1
Limited, a limited Jiability company incorporated yiailer the laws.of Scotland ("UKSub1") and
Scottish Power NA:2 Limited, a limited liability ¢ompany incorporated under the laws of
Scotland ("UKSub2" and, together with HoldCo, ScottishPawer, the Parthership and'UKSubl,
the "ScottishPower Parties"). ‘Capithlized térisniederrin bupnot otherwise defined, shall
have the meanings assigned to such terms in the Merger Agrecment. : )

- Each of the Company and the ScottishPower Parties hereby agrée that the
following persons shall bé the Directors and Executive Officers of the Surviving Corporation
until their successors shall have been duly clected or-appointed and qualified: or until their carlier-
death, resignation or rémoval in accordance with the -Surviving Corporation's Articles of
Incorporation and Bylaws: . T S '

Directors ( Executive Officers :
Ian Robinson, Chairman Alan V. Richardson, Chief Executive Officer
lan M. Russell .- Richard T. O'Brien, President & Chief Operating
Kenneth L. Vowtles : Officer.- N i L

" Alan V. Richardson s

VY




NA GENERAL PARTNERSHIP

By: L{‘Tw -

Name:
Title:

SCOTTISH POWER NA 1 LIMITED

AGREED AND ACCEPTED:

PACIFICORP




