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GLOSSARY OF DEFINED TERMS

The following terms, when used in this Agreemeaiéhthe meanings ascribed to

them in the corresponding Sections of this Agredristed below:

"1935 Act"

"ADR Depositary"
"ADR Holder Proposal
"ADS Consideration”
"Advisory Board"
"affiliate"

"Affiliate Agreement”
"Agreement”
"Alternative Proposal”
"Antitrust Division"
"Articles of Merger"
"BCA"

"beneficially”
"business day"
"Certificates"
"Circular"

"Closing"

"Closing Date"

"Code"

"Companies Act"
"Company"

"Company Affiliates"
"Company Budget"
"Company Common Stock"
"Company Disclosure Letter"

"Company Employee Benefit Plan”

"Company Financial Statements"
"Company Joint Venture"
"Company Option"

"Company Option Plan"
"Company Permits"

"Company Preferred Stock"
"Company SEC Reports"
"Company Stock Option™

"Company Stockholders' Approval”

"Company Stockholders' Meeting"
"Confidentiality Agreement"
"Constituent Corporations”
"Contracts”
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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)



“control," "controlling," "controlled by"
and "under common control with"

"Converted Shares"
"DOE"

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

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

"FSA"

"FTA"

"FTC"

"Governmental or Regulatory Authority"

"group”

"Hazardous Materials"
"HSR Act"

"Intellectual Property"
"Joint Executive Committee”
"Joint Venture"
"knowledge"

"laws"

"Lien"

"Listing Particulars"
"LSE"

"material adverse effect"
"Merger"

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

"Merger Sub Common Stock"

"MMC"
"NYSE"
"OFFER"
"OFT"
"OFWAT"
"Options”
"orders"
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Section 9.12(a)
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)
Section 7.01(k)
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Section 3.15(g)(iii)
Section 3.04(b)
Section 3.16
Section 5.03(a)
Section 301(b)(i)
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"Ordinary Share Consideration”
"Ordinary Share Election"
"Ordinary Share Election Form"
"Parent”

"Parent ADRs"

"Parent ADSs"

"Parent Budget"

"Parent Disclosure Documents™
"Parent Disclosure Letter"

"Parent Employee Benefit Plans”

"Parent Financial Statements"
"Parent Group"

"Parent Joint Venture"
"Parent Ordinary Shares"
"Parent Permits"

"Parent SEC Reports"
"Parent Share Schemes"

"Parent Shareholders' Approval”

"Parent Shareholders' Meeting"
"Partnership”
"Partnership Agreement"
"Partnership Loan Note"
"person”

"Plan"

"Policies"

"Power Act"

"Proxy Statement"
"qualified stock options"
"Registration Statement"
"Release”
"Representatives”
"Review Material"
"Sales Price"

"SEC"

"Secretary of State"
"Securities Act"

"SOS"

"Special Share"
"Subsidiary”

"Surviving Corporation”

"Surviving Corporation Common Stock™

"taxes"
"Trading Day"
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This AGREEMENT AND PLAN OF MERGER, dated as of Dex®er 6, 1998
(this "Agreemernd, is made and entered into by and among SCOTRSMVER PLC, a public
limited company incorporated under the laws of aeat ("Pareri), NA GENERAL
PARTNERSHIP, a Nevada general partnership indyeehiolly owned by Parent (the
"Partnershify), and PACIFICORP, an Oregon corporation (the "@any), and, with respect to
Section 2.0hereof only, Scottish Power NA 1 Limited, a linaiteability company incorporated
under the laws of Scotland ("UKSuB&nd Scottish Power NA 2 Limited, a limited liatyi
company incorporated under the laws of ScotlandKSub?2").

WHEREAS, the Boards of Directors of Parent andGbenpany and the partners
of the Partnership, have each determined thataivssable and in the best interests of their
respective stockholders and partners, as the cagée) to consummate, and have approved, the
business combination transaction provided for Inereivhich Merger Sub (as defined below)
would merge with and into the Company and the Campeould become an indirect, wholly-
owned subsidiary of Parent (the "Merfepursuant to the terms of this Agreement, whereby
each issued and outstanding share of common sfdbk €ompany (the "Company Common
StockK’), other than shares owned directly or indirebiyyParent, the Partnership, Merger Sub or
the Company, will be converted into the right toaige either (i) ordinary shares of Parent
represented by American Depositary Shares of Pélieatent ADSY, each representing four
(4) ordinary shares of 50 pence each of ParentétP®rdinary Shar€sand evidenced by
American Depositary Receipts ("Parent ADRsr (ii) Parent Ordinary Shares (the "Merger
Ordinary Sharé€$,

WHEREAS, immediately prior to the Closing Date @asined in_Section 1.02
an Oregon corporation wholly-owned by the PartnpréiMerger Sub) will be formed for the
purpose of effectuating the Merger;

WHEREAS, the respective Boards of Directors of Raamd the Company, and
the partners of the Partnership, have determiradtie Merger is in furtherance of and
consistent with their respective long-term busirssstegies and is fair to and in the best
interests of their respective shareholders andkbtdders, Parent has approved this Agreement
and the Merger, UKSub 1 and UKSub 2 in their cayas general partners of the Partnership
and as parties to Section 2.01 have approved tniselnent and the Merger, and the Partnership
has agreed that, immediately following the form@atd Merger Sub, it will approve this
Agreement and the Merger as the sole stockholditeofer Sub;

WHEREAS, for federal income tax purposes, it iemtted that the Merger shall
qualify as a reorganization within the meaning e€t®n 368(a) of the Internal Revenue Code of
1986, as amended (the "C8geand

WHEREAS, Parent, the Partnership and the Compasiyedi® make certain
representations, warranties and agreements in cboneavith the Merger and also to prescribe
various conditions to the Merger;
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NOW, THEREFORE, in consideration of the mutual ceav@s and agreements
set forth in this Agreement, and for other good ealdable consideration, the receipt and
sufficiency of which are hereby acknowledged, thgips hereto agree as follows:

ARTICLE |
THEMERGER

1.01 _The Merger

Time (asdefinedin Section1.03),MergerSubshallbe mergedwith andinto the Companyin
accordancevith the BusinesorporationAct of the Stateof Oregon(the"BCA"). At the
Effective Time, the separat@xistencenf MergerSubshallceaseandthe Companyshallcontinue
asthesurvivingcorporationn the Merger(the "Surviving Corporation"). MergerSubandthe
Companyaresometimegeferredto hereinasthe"ConstituentCorporations". As aresultof the
Merger,the outstandinghareof capitalstockof the ConstituentCorporationshallbe
convertedandcancelledn the mannerprovidedin Article 1.

1.02 Closing

. Unlessthis Agreemenshallhavebeenterminatedandthe transactionfiereincontemplated
shall havebeenabandonegursuanto Section8.01,andsubjectto the satisfactioror waiver
(whereapplicable)f the conditionssetforth in Article VII, the consummatiorf the Merger(the
"Closing") will takeplaceatthe officesof Milbank, Tweed,Hadley& McCloy, 1 Chase
ManhattarPlaza New York, New York 10005.at10:00a.m.,localtime, onthefifth business
dayfollowing satisfactioror waiver (whereapplicable)of the conditionssetforth in Article VII,
unlessanotherdate time or placeis agreedo in writing by the partieshereto(the"Closing
Date"). At the Closingthereshallbedeliveredto Parentthe PartnershipMergerSubandthe
Companythe certificatesandotherdocumentandinstrumentgequiredto be deliveredunder
Article VII.

1.03 Effective Time

. At theClosing,the partiesshallcauseto be duly preparecandexecutedy the Companyasthe
Surviving CorporatiorandMergerSubarticlesof merger(the"Articles of Merger™)for filing on,
or assoonaspracticableafter,the ClosingDatewith the Secretaryf Stateof the Stateof Oregon
(the "Secretaryf State"),asprovidedin Section60.4940f the BCA. TheMergershallbecome

andtime beingreferredto hereinasthe"Effective Time").

1.04 Governing Instrument

. At theEffective Time, (i) the Articles of Incorporationof the Companyasin effect
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immediatelyprior to the Effective Time shallbethe Articles of Incorporationof the Surviving
Corporationuntil thereaftemamendedsprovidedby law andsuchArticles of Incorporationand
(ii) theBylaws of the Companyasin effectimmediatelyprior to the Effective Time shallbethe
Bylaws of the Surviving Corporationuntil thereafteamendedsprovidedby law, the Articles of
Incorporationof the Surviving CorporationrandsuchBylaws.

1.05 Directors and Officers of the Surviving Corgima

. Theindividualslistedon Scheduld shall,from andafterthe Effective Time, bethedirectors
andexecutiveofficers, respectivelypf the Companyasthe Surviving Corporationuntil their
successorshallhavebeenduly electedor appointedandqualified or until their earlierdeath,
resignationor removalin accordancevith the Surviving Corporation'sArticles of Incorporation

andBylaws.

1.06  Effects of the Merger

Subjectto theforegoing,the effectsof the Mergershallbe asprovidedin the applicable

provisionsof the BCA.

1.07  Further Assurances

. Eachpartyheretowill, eitherprior to or afterthe Effective Time, executesuchfurther
documentsinstrumentsdeedspills of sale,assignmentandassuranceandtakesuchfurther

the Merger,to vestthe Surviving Corporatiorwith full title to all assetspropertiesprivileges,
rights, approvalsimmunitiesandfranchisef eitherof the ConstitueniCorporationr to effect

the otherpurpose®f this Agreement.

ARTICLE Il
CONVERSIONOFSHARES

2.01 Conversion of Capital Stock

. At the Effective Time, by virtue of the Mergerand,with respecto clausega)-(c),(f) and(q)
hereof,without anyactionon the partof the holderthereof:

(a) CapitalStockof MergerSub. Eachissuedandoutstandinghareof the
commonstockof MergerSub("Merger SubCommonStock™) outstandinammediatelyprior to
the Effective Time shallbe cancelledandthe Surviving Corporationshallissueto the Partnership
at the Effective Time suchnumberof sharef commonstockasis equalto the numberof shares
of MergerSubCommonStock,with the samerights, powersandprivilegesasthe MergerSub
CommonStock,andshall constitutethe only outstandingsharef commonstockof the
Surviving Corporation("Surviving CorporationCommonStock™).
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(b) Cancellationof TreasuryStockandStockOwnedby Parentand
Subsidiaries.All sharef CompanyCommonStockthatareownedby the Companyastreasury
stockandanyshareof CompanyCommonStockownedby Parentthe PartnershipMergerSub
or anyotherwholly-ownedSubsidiary(asdefinedin Section9.12)of Parentshallbecanceled
andretiredandshall ceasdo existandno stockof Parentor otherconsideratiorshallbe
deliveredin exchangeherefor.

(c) Conversiornof CompanyCommonStock. (i) Eachissuedandoutstanding
shareof CompanyCommonStock(otherthansharego be cancelledn accordancevith Section
2.01(b)),shallbe convertednto theright to receive(A) .58 ParentADSs(the"ADS
Consideration™)or (B) if aproperlycompletedOrdinaryShareElectionForm (asdefinedin
Section2.02)shallhavebeensubmittedto the ExchangeAgent (asdefinedin Section2.02)ona
timely basiswith respecto suchshareof CompanyCommonStock,2.32fully paidand
nonassessabMergerOrdinarySharegthe"Ordinary ShareConsideration"the OrdinaryShare
Consideratiorandthe ADS Consideratiorareeachsometimesgeferredto hereinasthe "Merger
Consideration").All shareof CompanyCommonStockto beconvertednto sharef Parent
ADSs or MergerOrdinarySharegursuanto this Section2.01(c)arehereinaftereferredto as
"ConvertedShares."

(i) If, priortothe Effective Time, Parentshallpayadividendin, subdivide,
consolidateor issueby capitalizationof its reservesanyParentOrdinarySharesthe Merger
Consideratiorshallbe multiplied by a fraction,the numeratoiof which shallbethe numberof
ParentOrdinaryShareutstandingmmediatelyafter,andthe denominatoof which shallbethe
numberof suchshareutstandinammediatelybefore the occurrencef suchevent,andthe
resultingproductshallfrom andafterthe dateof sucheventbethe MergerConsideratiorsubject
to furtheradjustmentn accordancevith this sentence.

(i)  All sharef CompanyCommonStockconvertedn accordancevith
paragrapHi) of this Section2.01(c)shallno longerbe outstandingandshall, aspartof the
consideratiorfor the allotmentandissueby Parentreferredto in Section2.01(e)below,
automaticallybe canceledandretiredandshall ceaseo exist,andeachholderof a certificate
representin@nysuchshareshallceasdo haveanyrightswith respecthereto excepttheright
to receivethe MergerConsideratiorandanycashin lieu of fractionalParentADSs or Merger
OrdinarySharegdeterminedn accordancevith Section2.03(e)),uponthesurrendepf such
certificatein accordancevith Section2.03,withoutinterest.

(d) UKSub 1 shallcontinueto bethe ownerof a 90% generapartnership
interestin the PartnershipandUKSub 2 shallcontinueto bethe ownerof a10%general
partnershignterestin the Partnership.

(e) As consideratiorior the acquisitionby the Partnershimf the Surviving
CorporationCommonStockin accordancevith Section2.01(a): (i) the Partnershimgreego
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andthe Partnershigdthe"Partnershid.oanNote"), (i) UKSub 1 agreego allot andissueto
Parentfully paidordinarysharef 1 eachand(iii) UKSub?2 agreedo allot andissueto Parent
fully paidordinarysharef 1 each. In consideratiorof the otherstepseferredto in this Section

Partnershig.oanNote by the Partnership)Parentshallallot andissue(i) the numberof Parent
OrdinarySharegepresentetly ParentADSsto beissuedn the Mergerto Parent'$Jnited States
Depositary(the"ADR Depositary")on behalfof the holdersof CompanyCommonStockentitled
theretofor the purpose®f giving effectto the conversiormandexchangeeferredto in this Article
I, and(ii) thenumberof MergerOrdinarySharego beissuedn theMerger. In consideratiorof

Exhibit A, theissueof ordinarysharedy UKSub1 andUKSub 2 referredto above) Parent
shall allot andissue(i) the numberof ParentOrdinarySharegepresentetty ParentADSsto be
issuedin theMergerto the ADR Depositaryon behalfof the holdersof CompanyCommon
Stockentitledtheretofor the purpose®f giving effectto the conversiorandexchangeeferredto

(f) Subjectto thetermsandconditionsof the Company'sStocklncentivePlan
(the "CompanyOption Plan")andthe stockoptionagreementsxecutedursuanthereto each
optionto purchaseCompanyCommonStockgrantecthereundethatis outstandinaat the
Effective Time (a"CompanyOption™) shall be convertednto anoptionto acquire onthesame
termsandconditionsaswereapplicableunderthe CompanyOption Planat the Effective Time, a
numberof (i) ParentADSs equalto the ADS Considerationgr (ii) MergerOrdinarySharesequal
to the OrdinaryShareConsiderationin eachcasemultiplied by the numberof sharef
CompanyCommonStocksubjectto suchoptionimmediatelyprior to the Effective Time, onthe
basisdescribedn Section6.10. The Companyasthe Surviving CorporationrandParentshall
takeall actionnecessaryo ensureghatParenthascontrol of the operationof the Company
Option Planandthe CompanyRestrictedStockPlans.

(@)  Subjectto Section5.01(c)(iv)(C), the CompanyPreferredStock(as
definedbelow)shallnot be affectedby the Mergerandshall continueto havethe samerightsand
preferencegsswerein effectprior to consummatiorf the Merger.

2.02 Procedure for Election

. At suchtime asshallbe sufficientto permitthe holdersof CompanyCommonStockto
exercisetheir right to makean electionpursuanto this Section2.02, Parentwill makeavailable
to all holdersof CompanyCommonStockof recorda letter of transmittalandelectionform and
otherappropriatematerialscollectively,the"Ordinary ShareElectionForm") providingfor such
holderto electto receivethe OrdinaryShareConsideratiomwith respecto all or anyportion of
suchholder'ssharef CompanyCommon Stock("Ordinary ShareElection™). As of the
ElectionDate(ashereinaftedefined),anyshareof CompanyCommonStockwith respecto
which thereshallnot havebeeneffectedsuchelectionby submissiorto the ExchangeAgent(as
definedin Section2.03)of aneffective,properlycompletedOrdinaryShareElectionFormshall
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be convertedn the Mergerinto theright to receivethe ADS Consideration.

(a) Any electionto receivethe OrdinaryShareConsideratiorshallhavebeen
validly madeonly if the ExchangeAgentshallhavereceivedby 5:00p.m.,New York City time,
on or prior to the ElectionDate,an OrdinaryShareElectionFormproperlycompletecand
executedwith the signatureor signatureghereonguaranteed requiredby the OrdinaryShare
ElectionForm) by suchholderof sharef CompanyCommonStock. As usedherein,"Election
Date"meansadateannouncedby Parentjn a newsreleasaleliveredto the Dow JonedNews
Service asthelastdayon which anOrdinaryShareElectionFormwill beacceptedprovided,
however thatsuchdateshallbe a businesglayno earlierthanfive (5) businesslaysprior to the
dateon which the Effective Time occursandshallbe at |eastfive (5), andnot morethan20,
businesglaysfollowing the dateof suchnewsreleaseprovidedfurther,that, subsequernb such
announcemenRarentshallhavetheright to changesuchElectionDateto a laterdatesolong as
suchlaterdateis (i) atleastfive (5) businesslaysfollowing the dateof noticeof suchchange
and(ii) notlaterthanthe dateon whichthe Effective Time occurs. Parentshallhavetheright to
makereasonableleterminationgindto establishreasonabl@roceduregnotinconsistentvith the
termsof this Agreement)n guidingthe ExchangeAgentin its determinatiorasto the validity of
OrdinaryShareElectionFormsandof anyrevision,revocationor withdrawalthereof.

(b) Two or moreholdersof sharef CompanyCommonStockwho are
determinedo constructivelyown suchshareownedby eachotherby virtue of Section318(a)of
the Codeandwho socertify to Parent'seasonablsatisfactionandanysingleholderof sharef
CompanyCommonStockwho holdssuchsharesn two or moredifferentnamesandwho so
certifiesto Parent'seasonablsatisfactionmaysubmita joint OrdinaryShareElectionForm
coveringthe aggregatshareof CompanyCommonStockownedby all suchholdersor by such
singleholder,asthe casemaybe. Forall purpose®f this Agreementeachsuchgroupof holders
which, andeachsuchsingleholderwho, submitsa joint OrdinaryShareElectionFormshallbe
treatedasa singleholderof sharef CompanyCommonStock.

(c) Recordholdersof sharef CompanyCommonStockwho arenominees
only maysubmita separat®©rdinaryShareElectionFormfor eachbeneficialownerfor whom
suchrecordholderis anominee provided,however that, attherequesof Parentsuchrecord
holdershallcertify to thereasonablsatisfactiorof Parenthatsuchrecordholderholdssuch
sharesasnomineefor the beneficialownerthereof. For purpose®f this Agreementeach
beneficialownerfor which an OrdinaryShareElectionFormis submittedwill betreatedasa
separatdolderof sharef CompanyCommonStocksubjecthowever to Section2.02(b).

(d) Any holderof sharef CompanyCommonStockmayat anytime prior to
5:00p.m.New York City time, onthe ElectionDaterevokesuchholder'selectionby written
noticeto the ExchangeAgentreceivedat anytime prior to 5:00p.m.,New York City time, onthe
ElectionDate.

2.03 Exchange of Certificates.
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(a) ExchangeAgent. Promptlyfollowing the Effective Time, (i) Parentshallissueto and
depositwith the ADR Depositaryfor the benefitof the holdersof sharef CompanyCommon
Stockconvertednto the ADS Considerationn accordanc&vith Section2.01(c),ParentOrdinary
Sharesn anamountsufficientto permitthe ADR Depositaryto issueParentADRS representing
the numberof ParentADSsissuablepursuanto Section2.01(c)and(ii) Parentshall,for the
benefitof the holdersof the sharef CompanyCommonStockconvertednto MergerOrdinary
Sharesn the Merger,makeavailableto the Surviving Corporationfor depositwith a bankor
trustcompanydesignatedbeforethe ClosingDateby Parentandreasonablyacceptablé¢o the
Company(the"ExchangeAgent™), (A) certificatesrepresentinghe numberof duly authorized
whole MergerOrdinarySharegssuabldan accordancevith Section2.01(c),and(B) anamountof
cashequalto the aggregat@mountpayablen lieu of fractionalParentADSsandMerger
OrdinarySharesn accordancavith Section2.03(e)(suchcash certificatesrepresentindMerger
OrdinarySharesandParentADRs representindParentADSs, togethewith anydividendsor
distributionswith respectheretobeinghereinaftereferredto asthe "Exchangecund"),to be

Section. TheExchangeAgentshallagreeto hold suchMergerOrdinarySharesandfundsfor
deliveryascontemplatedby this Sectionanduponsuchadditionaltermsasmaybe agreedupon
by the ExchangeAgent,the CompanyandParent. Parenshallcausehe ADR Depositaryto

sharef the CompanyCommonStockconvertednto the ADS Considerationn accordance
with Section2.01(c),ParentADRSs representinghe numberof ParentADSsissuablepursuanto
Section2.01(c). NeitherParent Parent'affiliates nor holdersof ConvertedShareshallbe
responsibldor anystampduty reservetax payablein connectiorwith the ADS Consideration.
The ExchangeAgentshallinvestanycashincludedin the Exchangd=undasdirectedby the
Surviving Corporationon a daily basis. Any interestandotherincomeresultingfrom such
investmentshallpromptlybe paidto the Surviving Corporation.

(b) ExchangeProcedures As soonasreasonablyracticableafterthe
Effective Time, the Surviving Corporationshall causehe ExchangeAgentto mail to eachholder
of recordof a certificateor certificateswhichimmediatelyprior to the Effective Time
representedutstandinghareof CompanyCommonStock(the"Certificates")whosesharesare
convertedoursuanto this Article Il into theright to receiveParentADSs or MergerOrdinary
Shareqi) aletterof transmittal(which shallspecifythatdeliveryshallbe effected andrisk of

Agentandshallbein suchform andhavesuchotherprovisionsasthe Surviving Corporationor
Parentmayreasonablgpecify)and(ii) instructionsfor usein effectingthe surrendepf the
Certificatesin exchangdor certificatesepresentindParentADRs which represenParentADSs,
andMergerOrdinarySharesandcashin lieu of fractionalParentADSs or MergerOrdinary
Shares.Uponsurrendepf a Certificatefor cancellatiorto the ExchangeAgent, togethemwith
suchletterof transmittalduly executechindcompletedn accordancevith its terms,the holderof
suchCertificateshallbe entitledto receivein exchangeherefor(i) oneor moreParentADRS
representingin the aggregatethatwhole numberof ParentADSs and/ora certificateor
certificatesrepresentinghatwhole numberof MergerOrdinaryShareslectedo bereceivedn
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accordanceavith Section2.02,(ii) theamountof dividendsor otherdistributionsif any,with a
recorddateon or afterthe Effective Time which theretoforebecamepayablewith respecto such
ParentADSsandMergerOrdinarySharesand(iii) thecashamountpayablein lieu of fractional
ParentADSsandMergerOrdinarySharesn accordancevith Section2.03(e).in eachcasewhich
suchholderhastheright to receivepursuanto the provisionsof this Article 1, andthe
Certificatesosurrenderedhallforthwith be canceled.In no eventshallthe holderof any
Certificatebe entitledto receiveintereston anyfundsto bereceivedn the Merger. In theevent
of atransferof ownershipof CompanyCommonStockwhich is not registeredn thetransfer
recordsof the Companyoneor moreParentADRs representingn theaggregatethatwhole
numberof ParentADSsand/ora certificateor certificatesrepresentinghatwhole numberof
MergerOrdinaryShareslectedo bereceivedn accordancevith Section2.02,plusthe cash
amountpayabledn lieu of fractionalParentADSsandMergerOrdinarySharesn accordance
with Section2.03(e),maybeissuedo atransfereef the CertificaterepresentinguchCompany
CommonsStockis presentedo the ExchangeAgentaccompaniedhy all documentgsequiredto
evidenceandeffectsuchtransferandby evidencehatanyapplicablestocktransfertaxeshave
beenpaid. Until surrenderedscontemplatedy this Section2.03(b),eachCertificateshallbe
deemedat anytime afterthe Effective Time for all corporategpurpose®f Parentexceptas
limited by Section2.03(c)belowandsubjectto applicabldaw, to represenbwnershipof the
whole numberof ParentADSs and/orMergerOrdinarySharesnto which the numberof shares
of CompanyCommonStockshownthereorhavebeenconvertedascontemplatedby this Article
Il. Notwithstandingheforegoing,CertificatesrepresentindCcompanyCommonStock
surrenderedior exchangdy anypersonconstitutingan "affiliate" of the Companyfor purposes
of Section6.04shallnot be exchangedintil Parenthasreceivedan Affiliate Agreemenias
definedin Section6.04)asprovidedin Section6.04.

(c) Distributionswith Respecto Unexchange&hares.No dividendsor other
distributionsdeclaredmadeor paid afterthe Effective Time with respecto ParentOrdinary
Shareswith arecorddateon or afterthe Effective Time shallbe paidto the holderof any
unsurrendere@ertificatewith respecto the ParentADSsandMergerOrdinaryShares
representetherebyandno cashpaymentn lieu of fractionalParentADSsandMergerOrdinary
Sharesshallbe paidto anysuchholderpursuanto Section2.03(e)until the holderof recordof
suchCertificateshall surrendesuchCertificatein accordancevith this Section. Subjectto the
effect of applicabldaws,following surrendepf anysuchCertificate thereshallbe paidto the
recordholderof the certificatesrepresentinghe ParentADRs which represenParentADSsand

surrenderthe amountof dividendsor otherdistributions,if any,with arecorddateon or afterthe
Effective Time which theretoforebecamepayable put which werenot paid by reasorof the
immediatelyprecedingsentencewith respecto suchParentADSsandMergerOrdinaryShares
and(ii) attheappropriatgpaymentdate,theamountof dividendsor otherdistributionswith a
recorddateon or afterthe Effective Time but prior to surrendeanda paymentdatesubsequent
to surrendepayablewith respecto suchParentADSsandMergerOrdinaryShares.

(d) No FurtherOwnershipRightsin CompanyCommonStock. All Parent
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ADSsandMergerOrdinarySharesssueduponthe surrendefor exchangef Certificatesn
accordancevith thetermshereof(includinganycashpaid pursuanto Section2.03(e))shallbe
deemedo havebeenissuedat the Effective Time in full satisfactiorof all rightspertainingto the
ConvertedSharegepresentethereby subject however to the Surviving Corporation's
obligationto payanydividendswhich mayhavebeendeclaredoy the Companyon the shareof
CompanyCommonStockin accordancavith thetermsof this Agreementandwhich remained
unpaidatthe Effective Time. Fromandafterthe Effective Time, the stocktransferbooksof the
Companyshallbe closedandthereshallbe no furtherregistrationof transferghereonof the
sharef CompanyCommonStockwhich wereoutstandingmmediatelyprior to the Effective
Time. If, afterthe Effective Time, Certificatesarepresentedo the Surviving Corporationfor
anyreasontheyshallbe cancelecandexchangedsprovidedin this Section.

(e) No FractionalShares.No certificateor scriprepresentindractionalParent
ADSs or MergerOrdinaryShareswill beissuedn the Mergeruponthe surrendefor exchange
of Certificates andsuchfractionalParentADS or MergerOrdinaryShareinterestswill not
entitle the ownerthereofto vote or to anyrights of aholderof ParentADSs or MergerOrdinary
Shares.In lieu of anysuchfractionalParentADS or MergerOrdinaryShare gachholderof
Certificateswho would otherwisehavebeenentitledto a fraction of a ParentADS or Merger
OrdinarySharein exchangdor suchCertificatespursuanto this Sectionshallreceivefrom the
ExchangeAgent,asapplicable(i) acashpaymentn lieu of suchfractionalParentADS
determinecby multiplying (A) the SalesPrice(asdefinedbelow) of a ParentADS onthelast
TradingDay (asdefinedbelow)immediatelyprecedinghe ClosingDateby (B) thefractional
ParentADS interestto which suchholderwould otherwisebe entitled,and/or(ii) a cashpayment
in lieu of suchfractionalMergerOrdinarySharedeterminedy multiplying (A) the SalesPriceof
aParentOrdinaryShareon the last TradingDay immediatelyprecedinghe ClosingDateby (B)
the fractionalMergerOrdinaryShareinterestto which suchholderwould otherwisebe entitled.
Theterm"SalesPrice"shallmeanon anyTradingDay, with respecto ParentADSs, the closing
salesprice of ParentADSsreportedon the New York StockExchangelnc. ("NYSE")
CompositeTapeon suchdayand,with respecto MergerOrdinarySharesthe closingmiddle
marketquotationof a ParentOrdinaryShareasreportedn the Daily Official List of theLondon
StockExchangg"LSE") for suchdate. ThetermTradingDay" shallmeananydayon which
securitiesaretraded with respecto ParentADSs,onthe NYSE, andwith respecto Parent
OrdinarySharespnthe LSE.

() Terminationof Exchangd-und. Any portionof the Exchangé=undwhich

Time shallbedeliveredto Parentupondemandandanyholdersof Certificateswho havenot
theretoforecompliedwith this Article 1l shallthereaftetook only to Parent(subjectto
abandonegbroperty,escheaindothersimilar laws)asgenerakreditorsfor paymentof their
claim for ParentADSs,MergerOrdinarySharesanycashin lieu of fractionalParentADSsand
MergerOrdinarySharesandanydividendsor distributionswith respecto ParentADSsand
MergerOrdinaryShares.NeitherParentor the Surviving Corporationshallbeliable to any
holderof anyCertificatefor ParentADSs or MergerOrdinarySharegor dividendsor
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distributionswith respecto either),or cashpayablein respecbf fractionalParentADSs or
MergerOrdinarySharesdeliveredto a public official pursuanto anyapplicableabandoned
property,escheabr similar law.

(Q) Lost Certificates. If anyCertificateshallhavebeenlost, stolenor
destroyeduponthe makingof anaffidavit of thatfact by the personclaimingsuchCertificateto
belost, stolenor destroyedand,if requiredby Parentthe postingby suchpersonof abondin
suchreasonablamountasParentmaydirectasindemnityagainstanyclaim thatmaybe made
againstt with respecto suchCertificate ,the ExchangeAgentwill deliverin exchangdor such
lost, stolenor destroyedCertificatethe applicableMergerConsideratiomwith respecto the
sharef CompanyCommonStockformerly representetherebyanycashin lieu of fractional
ParentADSsor MergerOrdinarySharesandunpaiddividendsanddistributionsin respecof or
on ParentADSsor MergerOrdinarySharegleliverablein respecthereof pursuanto this

Agreement.

2.04 Withholding Rights.

Eachof the Surviving CorporationandParentshall be entitledto deductand
withhold from the consideratiortherwisepayablepursuanto this Agreemento anyholderof
shareof CompanyCommonStocksuchamountsasit is requiredto deductandwithhold with
respecto the makingof suchpaymentunderthe Code,or anyprovisionof state Jocal or foreign

of CompanyCommonStockin respecof which suchdeductionandwithholdingwasmadeby
the SurvivingCorporationor Parentasthe casemaybe.

ARTICLE llI
REPRESENTATIONSAND WARRANTIESOFTHE COMPANY

The Companyepresentandwarrantso Parentthe PartnershimndMergerSub

asfollows:

3.01 Organization and Qualification

. (a) Eachof the Companyandits Subsidiariegs duly organizedyalidly existingandin good
standing(with respecto jurisdictionswhich recognizethe concepif goodstandingunderthe
laws of its jurisdiction of organizatiorandhasfull corporateor partnershipasthe casemaybe,
powerandauthorityto conductits busines@sandto the extentnow conductecandto own, use
andleasets asset@andpropertiesgxceptfor suchfailuresto be soorganizedgexistingandin
goodstandingwith respecto jurisdictionswhich recognizethe conceptof goodstanding)or to
havesuchpowerandauthoritywhich, individually or in the aggregatearenot havingandwould
not reasonablype expectedo havea materialadverseeffect (asdefinedin Section9.12)onthe
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Companyandits Subsidiariegakenasawhole. Eachof the Companyandits Subsidiariess

jurisdictionswhich recognizethe concepif goodstanding)n eachjurisdictionin which the
ownershipuseor leasingof its asset@ndpropertiespr the conductor natureof its business,
makessuchqgualification,licensingor admissiomecessaryexceptfor suchfailuresto beso
qualified, licensedor admittedandin goodstanding(with respecto jurisdictionsthatrecognize
the conceptof goodstanding)which, individually or in the aggregatearenot havingandwould
not reasonablype expectedo havea materialadverseeffecton the Companyandits Subsidiaries
takenasawhole. Section3.01 of the letterdatedthe datehereofanddeliveredto Parentthe
PartnershimndMergerSubby the Companyconcurrenthwith the executionanddeliveryof this
Agreemenithe"CompanyDisclosurel etter") setsforth (i) the nameandjurisdiction of
organizationof eachSubsidiaryof the Companyand(x) with respecto Subsidiarieghatare
corporations(a) suchSubsidiary'authorizeccapitalstock,(b) the numberof issuedand
outstandingshareof suchSubsidiary'sapitalstockand(c) therecordownersof such
Subsidiary'sharesand,(y) with respecto Subsidiarieghatarepartnershipsthe namesand
ownershipinterestf the partnerghereof. The Companyhaspreviouslydeliveredto Parent
correctandcompletecopiesof the certificateor articlesof incorporationrandbylaws(or other
comparableharterdocumentspf the Companyandits Subsidiaries.

(b) Section3.01of the CompanyDisclosureletter setsforth a descriptionas
of thedatehereof,of all CompanydointVenturesjncluding(i) the nameof eachsuchentity and
the Company'snteresttherein,and(ii) abrief descriptionof the principalline or lines of
businesonductedy eachsuchentity. Forpurpose®f this Agreement:

() "Joint Venture"of a personor entity shallmeananycorporationor other
entity (includingpartnershipgndotherbusines@associationsthatis not a Subsidiaryof

(i) "CompanydJointVenture"shallmeananyJointVentureof the Companyor
any of its Subsidiariesand

(i)  "ParentJointVenture"shallmeananyJointVentureof Parentor anyof its
Subsidiaries.

(c) Exceptfor interestsn the Subsidiarie®f the Companythe Company

Companydoesnot directly or indirectly own anyequityor similar interestin, or anyinterest
convertibleinto or exchangeabler exercisabldor anyequityor similar interestin, anymaterial
corporation partnershiplimited liability companyjoint ventureor otherbusinesgssociatioror
entity (otherthannon-controllinginvestmentsn the ordinarycourseof busines@ndcorporate
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partneringdevelopmentcooperativenarketingandsimilar undertaking@ndarrangements
enterednto in the ordinarycourseof business).

3.02 Capital Stock

. (@) Theauthorizedcapitalstockof the Companyconsistf:

(1) 750million sharef CompanyCommonStock,of which 297,335,05&hares
wereissuedandoutstandingasof November30, 1998,and

(i) 126,533Fhareof 5% preferredstock,of which 126,533wereissuedand
outstandincgasof November30, 1998,3.5million sharef serialpreferredstock,of
which 288,499wereissuedandoutstandincasof November30, 1998andof which 2,065
sharesveredesignatedhe 4.52%Series 18,060sharesveredesignatedhe 7.00%
Series 5,932sharesveredesignatedhe 6.00%Series 42,000weredesignatedhe’5.00%
Series 65,960weredesignatedhe 5.40%Series 69,890weredesignatedhe 4.72%
Seriesand84,592weredesignatedhe 4.56%Series respectivelyand16 million shares
of no parserialpreferredstock,of which 2,744 ,438vereissuedandoutstandingasof
November30,1998andof which 381,220sharesveredesignatedhe $1.28Series,
420,116sharesveredesignatedhe $1.18Series 193,102sharesveredesignatedhe
$1.16Series1,000,006haresweredesignatedhe $7.70Seriesand750,000sharesvere
designatedhe $7.48Series respectivelycollectively,the"CompanyPreferredStock™).

As of November30, 1998,28,817,97 lsharef CompanyCommonStockwere
reservedr heldfor issuanceinderthe PacifiCorpStockIncentivePlan,the PacifiCorpLong
Term IncentivePlan,the PacifiCorpK-Plus EmployeeSavingsand StockOwnershipPlanand

outstandingsharef CompanyCommonStockare,andall sharegeservedor issuancevill be,
uponissuancen accordanceavith thetermsspecifiedin theinstrumentor agreementpursuant
to which theyareissuableduly authorizedyalidly issuedfully paidandnonassessableéExcept
pursuanto this Agreementandexceptasdescribedn Section3.02 of the CompanyDisclosure
Letter,onthedatehereofthereareno outstandingsubscriptionspptions,warrants rights
(including stockappreciatiorrights), preemptiverights or othercontractscommitments,
understandingsr arrangementsncludinganyright of conversioror exchangeinderany
outstandingsecurity,instrumentor agreemenftogether,'Options"), obligatingthe Companyor
any of its Subsidiariego issueor sell anyshareof capitalstockof the Companyor to grant,
extendor enterinto anyOptionwith respecthereto.

(b) Exceptasdisclosedn the CompanySECReportsfiled prior to the dateof
this Agreemenbr Section3.02of the CompanyDisclosurel etter, all of the outstandinghares
of capitalstockof eachSubsidiaryof the Companyareduly authorizedyalidly issuedfully paid
andnonassessabndareowned,beneficiallyandof record,by the Companyor a Subsidiary
wholly owned directly or indirectly, by the Companyfree andclearof anyliens,claims,
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mortgagesencumbrancegledgessecurityinterestsequitiesandchargeof anykind (eacha
"Lien"), otherthanLiensor failuresto soown which areimmaterial. Eachoutstandingshareof
CompanyPreferredStock,otherthansharef the $1.28Series $1.18Seriesand$1.16Seriesof
no parserialpreferredstock,is entitledto onevote pershare yoting togethemwith the holdersof
CompanyCommonStockasasingleclasson all mattersgenerallysubmittedto the stockholders
of the Companyfor avote. Exceptasdisclosedn the CompanySECReportsfiled prior to the
dateof this Agreemenbr Section3.02of the CompanyDisclosurel etter,thereareno (i)
outstandingOptionsobligatingthe Companyor anyof its Subsidiariego issueor sell anyshares
of capitalstockof any Subsidiaryof the Companyor to grant,extendor enterinto anysuch
Optionor (ii) votingtrusts,proxiesor othercommitmentsunderstandinggestrictionsor
arrangements favor of anypersonotherthanthe Companyor a Subsidiarywholly owned,
directly or indirectly, by the Companywith respecto thevoting of or theright to participatein
dividendsor otherearningon anycapitalstockof any Subsidiaryof the Company.

(c) Noneof the Subsidiarie®f the Companyor the CompanyJointVentures
is a"public utility company,"a "holding company,“a "subsidiarycompany'or an"affiliate" of
any public utility companywithin the meaningof Section2(a)(5),2(a)(7),2(a)(8)or 2(a)(11)of
the Public Utility Holding CompanyAct of 1935,asamendedthe"1935Act"), respectively.

(d) Exceptasdisclosedn the CompanySECReportsfiled prior to the dateof
this Agreemenbr Section3.02of the CompanyDisclosurel etter,thereareno outstanding
contractuabbligationsof the Companyor any Subsidiaryof the Companyto repurchaseredeem
or otherwiseacquireanyshareof CompanyCommonStockor anymaterialcapitalstockof any
Subsidiaryof the Companyor to provideanymaterialamountof fundsto, or makeanymaterial
investment(in theform of aloan, capitalcontributionor otherwise)n, any Subsidiaryof the
Companyor anyotherperson.

3.03  Authority Relative to this Agreement

. TheCompanyhasfull corporatepowerandauthorityto enterinto this Agreementand,subject
to obtainingthe CompanyStockholdersApproval (asdefinedin Section6.03(b)), to performits
obligationshereundeandto consummat¢hetransactiongontemplatedhereby. Theexecution,
deliveryandperformancef this Agreemenby the Companyandthe consummatioroy the
Companyof thetransactiongontemplatedherebyhavebeenduly andvalidly approvedoy the
Boardof Directorsof the Companythe Boardof Directorsof the Companyhasrecommended
approvalof this Agreemenby the stockholder®f the Companyanddirectedthatthis Agreement
be submittedto the stockholder®f the Companyfor their considerationandno othercorporate
proceeding®n the partof the Companyor its stockholder@arenecessaryo authorizethe
executiondeliveryandperformancef this Agreemenby the Companyandthe consummation
by the Companyof thetransactiongontemplatedhereby otherthanobtainingthe Company
StockholdersApproval. This Agreementasbeenduly andvalidly executecanddeliveredby
the Companyandconstitutesa legal, valid andbindingobligationof the Companyenforceable
againstthe Companyin accordancevith its terms,exceptasenforceabilitymaybelimited by
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bankruptcyinsolvencyreorganizationmoratoriumor othersimilar laws affectingthe
enforcemenbf creditorsrightsgenerallyandby generalequitableprinciples(regardles®f
whethersuchenforceabilityis consideredn aproceedindn equityor at law).

3.04 Non-Contravention; Approvals and Consents

. (a) Theexecutiomanddeliveryof this Agreemenby the Companydo not, andthe performance
by the Companyof its obligationshereundeandthe consummatiomf thetransactions
contemplatedherebywill not, conflict with, resultin aviolation or breachof, constitute(with or
without noticeor lapseof time or both) a defaultunder,resultin or give to anypersonanyright
of paymentor reimbursementermination cancellationmodificationor acceleratiorof, or result
in thecreationor impositionof anyLien uponanyof theasset®r propertienf the Companyor
anyof its Subsidiarie®r anyof the CompanyJoint Venturesunder,anyof theterms,conditions
or provisionsof (i) thecertificatesor articlesof incorporationor bylaws(or othercomparable
charterdocumentspf the Companyor anyof its Subsidiariesor (ii) subjectto the obtainingof
the CompanyStockholdersApproval andthetaking of the actionsdescribedn Section3.04(b),
(x) anystatute Jaw, rule, requlationor ordinancegtogether;'laws"), or anyjudgment decree,
order,writ, permitor license(together,'orders"),of anycourt, tribunal, arbitrator,authority,
agencycommissiongfficial or otherinstrumentalityof the United Statesanyforeigncountryor
anydomesticor foreignstate county,city or otherpolitical subdivision(a"Governmentabr
RequlatoryAuthority") applicableto the Companyor anyof its Subsidiarie®r anyof the
CompanyJointVenturesor anyof their respectiveasset®r propertiespr (y) anynote,bond,
mortgage securityagreementindenture Jicense franchise permit,concessioncontract Jeaseor
otherinstrumentpbligationor agreemendf anykind (together,'Contracts")to whichthe
Companyor anyof its Subsidiarie®r anyof the CompanyJointVenturess a partyor by which
the Companyor anyof its Subsidiarie®r anyof the CompanyJointVenturesor anyof their
respectiveasset®r propertiess bound,excludingfrom theforegoingclausegx) and(y)
conflicts, violations,breachesdefaults rights of paymentandreimbursementerminations,
modifications,accelerationgndcreationsandimpositionsof Lienswhich, individually or in the
aggregatewould not reasonablype expectedo havea materialadverseeffecton the Company
andits Subsidiariesakenasawhole or ontheability of the Companyto consummat¢he
transactiongontemplatedby this Agreement.

(b) Except(i) for thefiling of a premergenatificationreportby the Company
underthe Hart-Scott-Rodindntitrust ImprovementdAct of 1976,asamendedandtherulesand
requlationghereundefthe"HSR Act"), (ii) for thefiling of the ProxyStatemenfasdefinedin
Section3.09)andthe RegistratiorStatemenfasdefinedin Section4.09)with the Securitiesand
ExchangeCommissionthe "SEC") pursuanto the SecuritiesExchangeAct of 1934,as
amendedandtherulesandrequlationghereundefthe "ExchangeAct"), andthe SecuritiesAct
of 1933,asamendedandtherulesandrequlationghereundefthe "SecuritiesAct"), the

statesecuritiesauthoritiesthatarerequiredin connectiorwith thetransactiongontemplatedby
this Agreement(iii) for thefiling of anapplicationunderSection203 andanydirectlyrelated
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Sectionof, or regulationunder the PowerAct (asdefinedin Section3.05(b))for the saleor
dispositionof jurisdictionalfacilities of the Company{iv) for thefiling of the Articles of Merger
andotherappropriatenergerdocumentsequiredby the BCA with the Secretaryf Stateand
appropriatedocumentsvith the relevantauthoritiesof otherstatesn which the Constituent
Corporationsarequalifiedto do businessand(v) asdisclosedn Section3.04 of the Company
Disclosurel etter,no consentapprovalor actionof, filing with or noticeto anyGovernmentabr
ReqgulatoryAuthority or otherpublic or privatethird partyis necessargr requiredunderany of
the terms,conditionsor provisionsof anylaw or orderof any Governmentabr Regulatory
Authority or any Contractto which the Companyor anyof its Subsidiarie®r anyof the
CompanyJointVenturess a partyor by which the Companyor anyof its Subsidiarie®r any of
the CompanydointVenturesor anyof their respectiveasset®r propertieds boundfor the
executionanddeliveryof this Agreemenby the Companythe performancédy the Companyof

thansuchconsentsapprovalsactions filings andnoticeswhich thefailure to makeor obtain,as
the casemaybe,individually or in theaggregatewould not reasonablye expectedo havea
materialadverseeffecton the Companyandits Subsidiariesakenasawhole or on the ability of
the Companyto consummat¢hetransactiongontemplatedby this Agreement.

3.05 SEC Reports, Financial Statements and Utiléggdrts

completecopyof eachform, report,scheduleregistrationstatementregistrationexemption jf
applicable definitive proxy statementindotherdocumenitogethemwith all amendmentghereof
andsupplementghereto)filed by the Companyor anyof its Subsidiariesvith the SECsince
Decembe1, 1995(assuchdocument$avesincethetime of their filing beenamendedr
supplementedhe"CompanySECReports") which areall the documentgotherthan

applicable asthe casemaybe,and(ii) did not containanyuntruestatemenbf a materialfact or
omit to statea materialfact requiredto be statecthereinor necessarin orderto makethe
statementsherein,in light of the circumstancesnderwhich theyweremade not misleading.
The auditedconsolidatedinancial statementandunauditednterim consolidatedinancial
statementgincluding,in eachcasethenotes f any,thereto)includedin the CompanySEC
Reports(the"CompanyFinancialStatements"tompliedasto form in all materialrespectvith
the publishedrulesandregulationf the SECwith respecthereto werepreparedn accordance
with U.S.generallyacceptedccountingorinciplesappliedon a consistenbasisduringthe
periodsinvolved (exceptasmaybeindicatedthereinor in the notestheretoandexceptwith
respecto unauditedstatementgaspermittedby Form 10-Q of the SEC)andfairly present
(subject,in the caseof the unauditednterim financial statements$o normal,recurringyear-end
auditadjustmentgwhich arenot expectedo be,individually or in the aggregatematerially
adverseo the Companyandits Subsidiariegsakenasa whole))the consolidatedinancial
positionof the Companyandits consolidategubsidiarie@sat the respectivedateshereofand
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the consolidatedesultsof their operationsandcashflows for therespectiveperiodsthenended.
Exceptassetforth in Section3.050f the CompanyDisclosurel etter,eachSubsidiaryof the
Companyis treatedasa consolidategubsidiaryof the Companyin the CompanyFinancial
Statementgor all periodscoveredthereby.

(b) All materialfilings requiredto be madeby the Companyor anyof its
SubsidiariesinceDecembeB1, 1995,underthe FederalPowerAct (the"PowerAct™) and
applicablestatelaws andrequlationshavebeenfiled with the FederaEnergyRequlatory
Commission(the"FERC"), the Departmenbf Energy(the "DOE") or anyappropriatestate
public utilities commission(including, without limitation, the stateutility requlatoryagencie®f
California, Idaho,Montana Oregon Utah, WashingtorandWyoming), asthe casemaybe,
including all materialwritten forms, statementseports agreementandall materialdocuments,

materialrates tariffs, franchisesserviceagreementandrelateddocumentscomplied,asof their
respectivedatesjn all materialrespectsvith all applicablerequirement®f the appropriate
statuteandtherulesandrequlationghereunder.

3.06  Absence of Certain Changes or Events

. Exceptasdisclosedn the CompanySECReportdfiled prior to the dateof this Agreemenbr
Section3.060f the CompanyDisclosurel etter, (a) betweerDecembef81, 1997andthe date
hereof,therehasnot beenanychangegventor developmenhaving,or thatwould reasonablye
expectedo have,individually or in the aggregatea materialadverseeffecton the Companyand
its Subsidiariegsakenasawhole (otherthanthosechangeseventsor developmentgccurringas
aresultof generaleconomicor financial conditionsor which arenot unigueto the Companyand
its Subsidiarieput alsoaffectotherentitieswho participateor areengagedn thelines of
businessn which the Companyandits Subsidiarieareengaged)and(b) betweerDecembe31,
1997andthedatehereof(i) the Companyijts Subsidiarieandthe CompanyJointVentureshave
conductedheir respectivebusinesseenly in the ordinarycoursesubstantiallyconsistentvith
pastpracticeand(ii) neitherthe Companynor anyof its Subsidiariesor anyof the Company
JointVentureshas(x) acquiredor agreedo acquire(by mergingor consolidatingwith, or by
purchasinga substantiagquityinterestin or a substantiaportion of the asset®f, or by anyother
manner)anybusines®r anycorporationpartnershipassociatioror otherbusines®rganization
or division thereoffor a purchaserice (includingthe amountof anyindebtednesassumedn
connectiortherewith)of $25million or morein anyonetransactioror (y) sold,leasecbr
otherwisedisposedf anyof its asset®r propertieqor agreedo do so) otherthandispositionsn
the ordinarycourseof businesgonsistentvith pastpracticeor havinga netbookvalueof $25
million or lessin anyonetransaction.

3.07 Absence of Undisclosed Liabilities

DecembeB3l, 1997includedin the CompanyFinancialStatementsr asdisclosedn the
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CompanySECReportdfiled prior to the datehereofor in Section3.07 of the Company

incurredsincesuchdate,anyliabilities or obligations(whetherabsoluteaccruedcontingent,
fixed or otherwise pr whetherdueor to becomedue)of anynaturethatwould berequiredby
U.S. generallyacceptediccountingprinciplesto bereflectedon a consolidatedalancesheetof
the Companyandits consolidatedgubsidiariegincludingthe notesthereto) exceptliabilities or
obligations(i) which wereincurredin the ordinarycourseof businesgonsistentvith past
practiceor (ii) which arenot having,andwould notreasonablye expectedo have,individually
or in theaggregatea materialadverseeffecton the Companyandits Subsidiariesakenasa
whole.

3.08 Legal Proceedings

. Exceptasdisclosedn the CompanySECReportsfiled prior to the dateof this Agreemenbr in
Section3.080f the CompanyDisclosurel etterandexceptfor environmentamatterswhich are
governedby Section3.15,(i) thereareno actions suits,arbitrationsor proceedingpendingor, to
the knowledgeof the Companythreatenecgainstnorto the knowledgeof the Companyare
thereanyGovernmentabr ReqgulatoryAuthority investigationr auditspendingor threatened
againstthe Companyor anyof its Subsidiarie®r anyof the CompanydointVenturesor anyof
their respectiveasset@andpropertiesvhich, individually or in theaggregatewould reasonably
be expectedo havea materialadverseeffecton the Companyandits Subsidiariesakenasa
whole or onthe ability of the Companyto consummaté¢hetransactiongontemplatedby this
Agreementand(ii) neitherthe Companynoranyof its Subsidiariess subjectto anyorderof any
Governmentabr RegulatoryAuthority which, individually or in the aggregateis havingor
would reasonablye expectedo havea materialadverseeffecton the Companyandits
Subsidiariegakenasa whole or onthe ability of the Companyto consummat¢hetransactions

contemplatedby this Agreement.

3.09 Information Supplied

. (a) Theproxystatementelatingto the CompanyStockholdersMeeting(asdefinedin Section
6.03(b)),asamendedr supplementeffom time to time (assoamendeandsupplementedhe
"Proxy Statement")andanyotherdocumentgo befiled by the Companywith the SEC
(including, without limitation, underthe 1935Act) in connectiorwith the Mergerandthe other
transactiongontemplatedherebywill (in the caseof the Proxy Statemenaindanysuchother
documentdiled with the SECunderthe ExchangeAct or the SecuritiesAct), complyasto form
in all materialrespectsvith therequirement®f the ExchangeAct andthe SecuritiesAct,

dateit is mailedto stockholder®f the Companyandat thetime of the CompanyStockholders'
Meeting,containanyuntruestatemenof a materialfact or omit to stateanymaterialfact
requiredto bestatedthereinor necessarin orderto makethe statementgherein,in light of the
circumstancesinderwhich theyaremade hot misleading exceptthatno representatiors made
by the Companywith respecto informationsuppliedin writing by or on behalfof Parentthe
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Partnershipr MergerSubexpresslyfor inclusionthereinandinformationincorporatedy
referencdahereinfrom documentdiled by Parentor anyof its Subsidiariesvith the SEC.

(b) Theinformationsuppliedor to be suppliedby the Companyfor inclusion
in anyfiling by Parentwith the LSE in respecbf the Merger(including,without limitation, the
SuperClassl circularto beissuedo shareholdersf Parent(the"Circular") andthelisting
particularsunderPartlV of the FinancialServicesAct 19860of the United Kingdom (the"ESA™)
relatingto ParentOrdinarySharegthe "Listing Particulars")Xtogethemwith anyamendmentsr
supplementshereto the"ParentDisclosureDocuments'Wwill, atall relevanttimes,includeall
informationrelatingto the Companyandinformationwhich is within the knowledgeof eachof
the directorsof the Company(or which it would bereasonabléor themto obtainby making
enquiries) which, in eachcasejs requiredto enablethe ParentDisclosureDocumentsandthe
partiesheretoto complyin all materialrespectwith all United Kingdom statutoryandother
legal andrequlatoryprovisions(including, without limitation, the Companie#ct (asdefinedin
Section4.02(a) the FSA andtherulesandregulationgnadethereunderandthe rulesand
requirement®f the LSE) andall suchinformationcontainedn suchdocumentwill be
substantiallyin accordancevith thefactsandwill not omit anythingmateriallikely to affectthe
import of suchinformation.

(€) Notwithstandinghe foregoingprovisionsof this Section3.09,no
representationr warrantyis madeby the Companywith respecto statementgnadeor
incorporatedy referencan the RegistratiorStatementthe Proxy Statemenor the Parent
DisclosureDocumentdasedn informationsuppliedby Parentexpresslyfor inclusionor
incorporationby referencehereinor basedn informationwhich is notincorporatedy reference
in suchdocument$ut shouldhavebeendisclosedoursuanto Section4.09.

3.10 Permits; Compliance with Laws and Orders

. TheCompanyijts Subsidiarieandthe CompanyJointVentureshold all permits licenses,
franchisesyariancesexemptionsprdersandapprovalof all GovernmentaindRequlatory
Authorities(otherthanenvironmentapermitswhich aregovernedoy Section3.15)necessarfor
the lawful conductof their respectivebusinesseféhe"CompanyPermits"),exceptfor failuresto
hold suchCompanyPermitswhich, individually or in the aggregatearenot havingandwould

not reasonablype expectedo havea materialadverseeffecton the Companyandits Subsidiaries
takenasawhole. TheCompanyits Subsidiarieandthe CompanyJointVenturesarein
compliancewith thetermsof the CompanyPermits exceptfailuressoto complywhich,
individually or in the aggregatearenot havingandwould not reasonablype expectedo havea
materialadverseeffecton the Companyandits Subsidiariesakenasawhole. Exceptas

of the CompanyDisclosurel _etter,the Companyits Subsidiarieandthe CompanyJdoint
Venturesarenotin violation of or defaultunderanylaw or orderof anyGovernmentabr
RegulatoryAuthority, exceptfor suchviolationsor defaultswhich, individually or in the
aggregatearenot havingandwould not reasonablye expectedo havea materialadverseeffect
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on the Companyandits Subsidiariesakenasawhole.

3.11 Compliance with Agreements

. Exceptasdisclosedn the CompanySECReportsfiled prior to the dateof this AQreemenbr
Section3.11of the CompanyDisclosurel etter, neitherthe Companynor anyof its Subsidiaries
nor anyof the CompanyJdointVenturesnor, to the knowledgeof the Companyanyotherparty
theretois in breachor violation of, or in defaultin the performancer observancef anytermor
provisionof, andno eventhasoccurredwhich, with noticeor lapseof time or both,would
reasonablype expectedo resultin adefaultunder (i) the certificatesor articlesof incorporation
or bylaws(or othercomparableharterdocumentspf the Companyor anyof its Subsidiarie®r
(ii) anyContractto which the Companyor anyof its Subsidiarie®r anyof the CompanyJoint
Venturesis apartyor by which the Companyor anyof its Subsidiariesor anyof the Company

(ii) for breachesvyiolationsanddefaultswhich, individually or in the aggregatearenot having
andwould notreasonablype expectedo havea materialadverseeffecton the Companyandits
Subsidiariegakenasawhole.

3.12 Taxes

. Exceptasdisclosedn the CompanySECReportdfiled prior to the datehereofor Section3.12
of the CompanyDisclosurel etter:

(a) Eachof the Companyandits Subsidiariedasfiled all materialtax returns
andreportsrequiredto befiled by it, or requestgor extensiongo file suchreturnsor reports
havebeentimely filed or grantedandhavenot expired,andall tax returnsandreportsare
completeandaccuraten all respectsexceptto the extentthatsuchfailuresto eitherfile, to have
extensiongrantedthatremainin effector to file returnscompleteandaccuraten all respectsas
applicable would not reasonablye expectedo have,individually or in theaggregatea material
adverseeffecton the Companyandits Subsidiariesakenasawhole. The Companyandeachof
its Subsidiariehaspaid(or the Companyhaspaidonits behalf)all taxesshownasdueon such
tax returnsandreports. Themostrecentfinancial statementgsontainedn the CompanySEC
Reportsreflectanadequateeserveor all taxespayableby the Companyandits Subsidiariegor
all taxableperiodsandportionsthereofaccruedhroughthe dateof suchfinancial statementsand
no deficienciedor anytaxeshavebeenproposedassertedr assessedgainsthe Companyor
any of its Subsidiarieghatarenot adequatelyeservedor, exceptfor inadequatelyeservedaxes
andinadequatelyeservedeficiencieghatwould not reasonablye expectedo, individually or
in theaggregatehavea materialadversesffecton the Companyandits Subsidiariegsakenasa
whole. Norequestgor waiversof thetime to assessnytaxesagainsthe Companyor anyof its
Subsidiariehavebeengrantedor arepending . exceptfor requestsvith respecto suchtaxesthat
havebeenadequatelyeservedor in the mostrecentfinancialstatementsontainedn the
CompanySECReportsor, to the extentnot adequatelyeservedthe assessmemf which would
not reasonablye expectedo have,individually or in the aggregatea materialadverseeffecton
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the Companyandits Subsidiariesakenasawhole.

(b) Neitherthe Companynor anyof its Subsidiariehastakenanyactionor
hasanyknowledgeof anyfact or circumstancehatis reasonablyikely to preventthe Merger
from qualifying asatax-freereorganizatiorwithin the meaningof CodeSection368(a).

(€) Neitherthe Companynor anyof its Subsidiarietasfiled a consenunder
CodeSection341(f) concerningcollapsiblecorporationspeitherthe Companynor anyof its
Subsidiariehrasmadeanypaymentsis obligatedto makeanypaymentor is a partyto any
agreementhatundercertaincircumstancesould obligateit to makeanypaymentghatwill not
be deductibleunderCodeSection280G.

(d) Eachof the Companyandits Subsidiariehasdisclosedn its federal
incometax returnsall positionstakenthereinthatcould give riseto a substantialnderstatement
of United Statedederalincometax within the meaningof CodeSection6662.

(e) Neitherthe Companynor anyof its Subsidiariess a partyto anytax

memberof anaffiliated groupfiling a consolidatedederalincometax return(otherthana group
the commonparentof which wasthe Company)or (i) hasanymaterialliability for thetaxesof
anypersorn(otherthananyof the Companyandits SubsidiariesunderUnited Stateslreasury
ReqgulationSectionl.1502-6(or anysimilar provisionor state Jocal, or foreignlaw), asa
transfereer successomy contractor otherwise.

(f) As usedin this Section3.12andin Section4.12,"taxes"shallincludeall
federal,state Jocal andforeignincome franchise grossreceipts property,salesuse,excise,
alternative-minimumestimatedandothertaxesanddutiesof anyjurisdiction,including
obligationsfor withholdingtaxesfrom paymentdueor madeto anyotherpersonandany

interest,penaltieor additionsto tax.

3.13 Employee Benefit Plans; ERISA

amaterialadverseeffecton the Companyandits Subsidiariegtakenasawhole, (i) all Company
EmployeeBenefitPlans(asdefinedbelow)arein compliancewith all applicablerequirement®f
law, includingwithout limitation ERISA (asdefinedbelow)andthe Code,and(ii) neitherthe
Companynor anyof its Subsidiariethiasanyliabilities or obligationswith respecto anysuch
CompanyEmployeeBenefitPlans whetheraccruedcontingentor otherwise nor to the
knowledgeof the Companyareanysuchliabilities or obligationsexpectedo beincurred.
Exceptasspecificallysetforth in Section3.13of the CompanyDisclosurel etter,the execution
of, andperformancef thetransactiongontemplatedhn, this Agreemenwill not (eitheraloneor
uponthe occurrencef anyadditionalor subsequergvents)constituteaneventunderany
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CompanyEmployeeBenefitPlanthatwill or would reasonablye expectedo resultin any
payment(whetherof severanc@ayor otherwise) accelerationforgivenesf indebtedness,
vesting,distribution,increasan benefitsor obligationto fund benefitswith respecto any
employee.Theonly severancagreementsr severanc@oliciesapplicableto the Companyor

the CompanyDisclosurel etter.

(b) As usedherein:

(i) "CompanyEmployeeBenefitPlan" meansanyPlan(otherthanany
"multiemployerplan,”asthattermis definedin Section40010of ERISA) enterednto,
establishedmaintainedsponsoredcontributedto or requiredto be contributedo by the

of the Companyor anyof its Subsidiarie@ndexistingon the dateof this Agreemenbr atany
time subsequeriheretoandon or prior to the Effective Time and,in the caseof a Planwhichis
subjectto Part3 of Title | of the EmployeeRetiremenincomeSecurityAct of 1974,asamended,

ERISA, atanytime duringthefive-yearperiodimmediatelyprecedinghe dateof this
Agreementand

(i)  "Plan" meansanyemploymentponusincentivecompensationdeferred
compensatioriong termincentive pension profit sharing retirement stockpurchasestock
option, stockownership stockappreciatiorrights, phantomstock,leaveof absencelayoff,
vacation dayor dependentare legalservicescafeterialife, health,medical,accident,
disability, severanceseparationtermination changeof control or otherbenefitplan,agreement,
practice policy, program schemeor arrangementwhetherwritten or oral, andwhether
applicableto only oneindividual or a groupof individuals,including, but not limited to any
"employeebenefitplan” within the meaningof Section3(3) of ERISA.

(i) "ERISA Affiliate" meansanypersonwho on or beforethe Effective Time,
is undercommoncontrolwith the Companywithin the meaningof Section414 of the Code.

(c) Completeandcorrectcopiesof the following document$iavebeenmade

Plansandanyrelatedtrustagreementsr relatedinsurancecontractsandpro formaoption
agreementgji) themostcurrentsummaryplandescription®©f eachCompanyEmployeeBenefit
Plansubjectto therequiremento give asummanplandescriptionunderERISA, (iii) the most
recentForm5500andSchedulesheretofor eachCompanyEmployeeBenefitPlansubjectto
suchreporting,(iv) the mostrecentdeterminatiorof the InternalRevenueServicewith respecto
the qualified statusof eachCompanyEmployeeBenefitPlanthatis intendedto qualify under
Section401(a)of the Code,(v) the mostrecentaccountingsvith respecto eachCompany
EmployeeBenefitPlanfundedthroughatrust, (vi) the mostrecentactuarialreportof the
qualified actuaryof eachCompanyEmployeeBenefitPlanwith respecto which actuarial
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valuationsareconducted.

(d) Exceptasdisclosedn the CompanySECReportsfiled prior to the dateof
this Agreemenbr Section3.130of the CompanyDisclosurel etter, neitherthe Companynor any
Subsidiarymaintainsor is obligatedto providebenefitsunderanylife, medicalor healthPlan
(otherthanasanincidentalbenefitundera PlanqualifiedunderSection401(a)of the Code)
which providesbenefitsto retireesor otherterminatecemployee®therthanbenefit
continuationgightsunderthe ConsolidatedmnibusBudgetReconciliationAct of 1985,as
amended.

(e) Exceptassetforth in Section3.130f the CompanyDisclosurel etter,each
CompanyEmployeeBenefitPlancoversonly employeesvho areemployedoy the Companyor a
Subsidiary(or formeremployee®r beneficiariewith respecto servicewith the Companyor a
Subsidiary) sothatthetransactiongontemplatedby this Agreemenwill requireno spin-off of
assetandliabilities or otherdivision or transferof rightswith respecto anysuchplan.

(f) Exceptasdisclosedn the CompanySECReportsfiled prior to the dateof
this Agreemenbr Section3.130of the CompanyDisclosurel etter, neitherthe Companyany
SubsidiaryanyERISA Affiliate nor anyothercorporationor organizatiorcontrolledby or under
commoncontrolwith anyof the foregoingwithin the meaningof Section40010of ERISA hasat
anytime duringthefive (5) yearperiodprecedinghe datehereofcontributedto any
"multiemployerplan”, asthattermis definedin Section4001of ERISA. With respecto each
"multiemployerplan”, asdefinedabove in which the CompanyanySubsidiaryor anyERISA
Affiliate participateor hasparticipated(i) neitherthe CompanyanySubsidiarynor anyERISA
Affiliate hasincurred,anymaterialwithdrawalliability, (i) neitherthe CompanyanySubsidiary
nor anyERISA Affiliate hasreceivedanynoticethat(A) anysuchplanis beingreorganizedn a
mannerthatwill result,or would reasonablye expectedo result,in materialliability, (B)
increaseaontributionsof a materialamountmayberequiredto avoidareductionin plan
benefitsor theimpositionof anexcisetax, or (C) anysuchplanis, or would reasonablye
expectedo becomejnsolvent,and(iii) to the knowledgeof the Companythereareno PBGC
(asdefinedbelow)proceedingggainstanysuchplan.

(Q) Exceptasdisclosedn the CompanySECReportdfiled prior to the dateof
this Agreemenbr Section3.13of the CompanyDisclosurel_etter,no eventhasoccurredand
thereexistsno conditionor setof circumstances connectiorwith any CompanyEmployee
Benefit Plan,underwhich the Companyor any Subsidiarydirectly or indirectly (throughany
indemnificationagreemenor otherwise) couldreasonablype expectedo be subjectto anyrisk
of materialliability underSection409 of ERISA, Section502(i) of ERISA, Title IV of ERISA or
Section49750f the Code.

(h) No transactiorcontemplatedby this Agreemenwill resultin liability to
the PensiorBenefitGuarantyCorporation("PBGC") underSection302(c)(11) 4062,4063,4064
or 40690f ERISA, or otherwisewith respecto the CompanyanySubsidiaryParentor any
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corporationor organizatiorcontrolledby or undercommoncontrolwith anyof theforegoing
within themeaningof Section40010of ERISA, and,to the knowledgeof the Companyno event
or conditionexistsor hasexistedwhich would reasonablye expectedo resultin anymaterial
liability to the PBGCwith respecto Parentthe CompanyanySubsidiaryor anysuch
corporationor organization. Exceptassetforth in Section3.13of the CompanyDisclosure
Scheduleno "reportableevent"within the meaningof Section4043of ERISA hasoccurredwith
respecto anyCompanyEmployeeBenefitPlanthatis a definedbenefitplanunderSection3(35)
of ERISA otherthan"reportableevents'asto which the requiremenpf noticeto the PBGC
within thirty dayshasbeenwaived.

(i) Exceptassetforth in Section3.130f the CompanyDisclosureSchedule,
no employersecuritiesemployermreal propertyor otheremployemropertyis includedin the
asset®f anyCompanyEmployeeBenefitPlan.

()] No stockappreciatiorrights areoutstandingunderthe CompanyStock
IncentivePlanor anyotherplanor arrangementaintainecby the Companyor any affiliate of

the Company.

3.14 Labor Matters(a) Exceptassetforth in Section3.14of the
CompanyDisclosurel etter, neitherthe Companynor anyof its
Subsidiariegs a partyto anycollectivebargainingagreemenbr other
IaboraqreemenWith @yunion or Iabororqanization Exceptasdisclosed

pendingor, t_o the knowledgeof neCompanvlhreatenedbetweerme
Companyor anyof its Subsidiarie®r anyof the CompanyJointVentures
andanytradeunionor otherrepresentativesf its employeesexceptas
would not, individually or in the aggregatereasonablype expectedo have
amaterialadverseeffecton the Companyandits Subsidiariesakenasa
whole, and,to theknowledgeof the Company gxceptassetforth in
Section3.140of the CompanyDisclosureletter,thereareno material
organizationakfforts presentlybeingmadeinvolving anyof the now
unorganizeeemployee®f the Companyor anyof its Subsidiarie®r any
of the CompanyJointVentures. SinceDecembeB1, 1995,therehasbeen
no work stoppageor strike by employee®f the Companyor anyof its
Subsidiarie®r anyof the CompanyJointVenturesexceptaswould not,
individually or in the aggregatereasonablye expectedo havea material
adverseeffecton the Companyandits Subsidiariesakenasawhole.

(b) To theknowledgeof the Companyneitherthe Companynor anyof its
Subsidiariesior anyof the CompanydointVenturess in materialviolation of anylaborlawsin
any country(or political subdivisionthereof)in which theytransacbusinesgxceptfor such
violationsaswould not, individually or in the aggregatereasonablype expectedo havea
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materialadverseeffecton the Companyandits Subsidiariesakenasawhole.

3.15 Environmental Matters

. Exceptasdisclosedn the CompanySECReportsfiled prior to the dateof this Agreemenbr in
Section3.150f the CompanyDisclosureletterandexceptaswould not, individually or in the

aggregatereasonablype expectedo havea materialadverseeffecton the Companyandits
Subsidiariegakenasawhole:

(a) (i) Eachof the Companyijts Subsidiarieandthe CompanyJoint
Venturesis in compliancewith all applicableEnvironmental aws (ashereinafter

defined);and

(i) Neitherthe Companynor anyof its Subsidiariesior anyof the Company
JointVentureshasreceivedanywritten communicatiorfrom anypersonor
Governmentabr RegulatoryAuthority thatallegesthatthe Companyor anyof its
Subsidiarie®r anyof the CompanydointVenturess notin suchcompliancewith
applicableEnvironmentalLaws.

(b) Eachof the Companyits Subsidiarieandthe CompanyJointVentures
hasobtainedall environmentalhealthandsafetypermitsandgovernmentahuthorizations

conductof its operationsasapplicable andall suchEnvironmentaPermitsarein goodstanding
or, whereapplicable a renewalapplicationhasbeentimely filed andis pendingagencyapproval,
andthe Companyits Subsidiarieandthe CompanyJointVenturesarein compliancewith all
termsandconditionsof the EnvironmentaPermits.

(c) Thereis no EnvironmentalClaim (ashereinaftedefined)pending

(i) againsthe Companyor anyof its Subsidiarie®r anyof the Company
JointVentures;

(i)  totheknowledgeof the Companyagainstanypersonor entity whose
liability for anysuchEnvironmentalClaim the Companyor anyof its Subsidiarie®r anyof the
CompanyJointVentureshasor mayhaveretainedor assumedgithercontractuallyor by
operationof law; or

(i)  againstanyrealor personapropertyor operationsvhich the Companyor
any of its Subsidiarie®r anyof the CompanydointVenturesowns,lease®r managesin whole

orin part.

(d) To theknowledgeof the Companytherehavenot beenanyReleasegas
hereinaftedefined)of anyHazardoudvaterial (ashereinaftedefined)thatwould bereasonably
likely to form the basisof anymaterialEnvironmentalClaim againsthe Companyor anyof its
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Subsidiarie®r anyof the CompanyJointVentures or againstanypersonor entity whose
liability for anyEnvironmentalClaim the Companyor anyof its Subsidiarie®r anyof the
CompanyJointVentureshasor mayhavebeenretainedor assumeaithercontractuallyor by
operationof law.

(e) To theknowledgeof the Companywith respecto anypredecessaf the
Companyor anyof its Subsidiariesthereis no EnvironmentalClaim pendingor threatenedhn
writing, andtherehasbeenno Releasef HazardoudMaterialsthatwould be reasonablyikely to
form the basisof anyEnvironmentaClaim.

() Thereareno materialfactsspecificto the Companythathavenot been
disclosedo Parentwhich the Companyreasonablpelievesarelikely to form the basisof a
EnvironmentalClaim againsthe Companyor anyof its Subsidiarie®r anyof the Company
JointVenturesarisingfrom (x) currentenvironmentatemediatioror mining reclamatiorncostsof
the Companyits Subsidiarieandthe CompanyJointVenturesor suchremediatioror
reclamationcostsknownto berequiredin thefuture,or (y) anyotherenvironmentamatter
affectingthe Companyor its Subsidiarie®r anyof the CompanyJointVentures.

(@) Asusedin this Section3.15:

(i) "EnvironmentalClaims" meansanyandall administrativeregulatoryor
judicial actions suits,demandsgdemandetters,directives claims,liens, investigations,
proceeding®r written noticesof noncomplianceljability or violation by anypersonor entity
(includinganyGovernmentabr RequlatoryAuthority) allegingpotentialliability (including,
without limitation, potentialresponsibilityor liability for enforcementinvestigatorycosts,
cleanupcosts governmentatesponse&osts removalcosts remedialcosts naturalresources
damagespropertydamagespersonainjuries or penalties)arisingout of, basedon or resulting
from

(A) thepresenceor Releas@r threatenedReleasento the environmentpf
anyHazardoudMaterialsat anylocation,whetheror not owned,operated,
leasedor managedy the Companyor anyof its Subsidiarie®r anyof the
CompanyJointVenturesor

(B) circumstanceformingthebasisof anyviolation, or allegedviolation, of
anyEnvironmentalaw; or

(C) anyandall claimsby anythird partyseekingdamagescontribution,
indemnification,costrecovery compensatiomr injunctiverelief resulting
from the presence®r Releasef anyHazardoudaterials;

(i) "EnvironmentalLaws" meansall Federal stateandlocal laws, rulesand
regulationgrelatingto pollution, the environmen{including, without limitation, ambientair,
surfacewater,groundwaterland surfaceor subsurfacetrata)or protectionof humanhealthasit
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relatesto the environmenincluding, without limitation, lawsandregulationgelatingto Releases
or threatenedReleasesf HazardoudMaterials,or otherwiserelatingto the manufacture,
processinggdistribution,use treatmentstoragedisposal transportor handlingof Hazardous
Materials;

(i)  "HazardouMaterials"meanga)anypetroleumor petroleumproducts,
radioactivematerials asbestog anyform thatis or couldbecomdfriable, ureaformaldehyde
foaminsulation,andtransformer®r otherequipmenthatcontaindielectricfluid containing
polychlorinatecbiphenyls;and(b) anychemicalsmaterialsor substancewhich arenow defined

asor includedin the definition of "hazardousubstances™hazardousvastes"'hazardous

materials","extremelyhazardousvastes",'restrictedhazardousvastes",'toxic substances",
"toxic pollutants"”,or wordsof similarimport, underanyEnvironmentalaw; and(c) anyother
chemical material,substancer waste exposurdo which is now prohibited,limited or requlated
underanyEnvironmental.aw in ajurisdictionin which the Companyor anyof its Subsidiaries
or anyof the CompanyJointVenturesoperate®r anyjurisdictionwhich hasreceivedsuch
chemical material,substancer wastefrom the Companyor its Subsidiariesand

(iv) "Release’'meansanyreleasespill, emission]eaking,injection,deposit,
disposal dischargedispersalleachingor migrationinto the atmospheresolil, surfacewater,
groundwatepr property.

3.16  Intellectual Property Rights

. TheCompanyandits Subsidiariedaveall right, title andinterestin, or avalid andbinding
licenseto use all IntellectualProperty(asdefinedbelow)individually or in theaggregate
materialto the conductof the businessesf the Companyandits Subsidiariegsakenasawhole.
Neitherthe Companynor any Subsidiaryof the Companyis in default(or with the giving of
noticeor lapseof time or both,would bein default)underanylicenseto usesuchintellectual
Propertyand,to the knowledgeof the CompanysuchintellectualPropertyis not beinginfringed
by anythird party,andneitherthe Companynor any Subsidiaryof the Companyis infringing any
IntellectualPropertyof anythird party, exceptfor suchdefaultsandinfringementswvhich,
individually or in the aggregatearenot havingandwould not reasonablype expectedo havea
materialadverseeffecton the Companyandits Subsidiariesakenasawhole. Forpurpose®f
this Agreement.'IntellectualProperty"meanatentsandpatentrights, trademarksnd
trademarkrights, tradenamesandtradenamerights, servicemarksandservicemarkrights,
servicenamesandservicenamerights, copyrightsandcopyrightrights andotherproprietary
intellectualpropertyrightsandall pendingapplicationdor andregistration®f anyof the

foregoing.

3.17 Regqulation as a Utility

. (@) TheCompanyis notrequlatedasa public utility by anystateotherthanthe Stateof
California,ldaho,Montana,Oregon Utah, WashingtorandWyoming. Section3.17 of the
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CompanyDisclosurel etter lists eachSubsidiaryof the Companywhichis a public utility or is
otherwiseengagedn theregulatedsupply(includinggenerationtransmissioror distribution)of
electricity, naturalgasand/ortelecommunicationsExceptassetforth in Section3.17 of the
CompanyDisclosurel etter, neitherthe Companynor any"subsidiarycompany“or "affiliate" of
the Companyis subjectto regulationasa public utility or public servicecompany(or similar

public utility holdingcompanyunderthe 1935Act.

(b) As usedin this Section3.17,theterms"subsidiarycompany'and
"affiliate" shallhavetherespectivaneaningsascribedo themin the 1935Act.

3.18 Insurance

. Exceptassetforth in Section3.180f the CompanyDisclosurdetter,eachof the Companyand
its Subsidiariess, andhasbeencontinuouslysinceJanuaryl, 1994, insuredwith financially
responsiblensurersin suchamountsandagainstuchrisksandlossesasarecustomaryin all
materialrespectgor companiegonductingthe businesgonductedy the Companyandits
Subsidiariegluringsuchtime period. Exceptassetforth in Section3.180f the Company
Disclosurel etter, neitherthe Companynor anyof its Subsidiarieasreceivedanynoticeof
cancellationor terminationwith respecto anymaterialinsurancepolicy of the Companyor any
of its Subsidiaries.Thematerialinsurancepoliciesof the Companyandeachof its Subsidiaries
arevalid andenforceablgolicies.

3.19 Vote Required

. Assumingthe accuracyof therepresentatioandwarrantycontainedn Section4.19,the
affirmative vote of the holdersof recordof atleast(i) a majority of voting powerof the
outstandingsharef CompanyCommonStockandCompanyPreferredStockvoting together
and(ii) amajority of the voting powerof the CompanyPreferredStockvoting separatelyrom
the CompanyCommonStockasa singleclasswith respecto the approvalof this AQreementre

Subsidiariesequiredto approvethis Agreementndapprovethe Mergerandthe other
transactiongontemplatedhereby.

3.20 Opinion of Financial Advisor

. TheCompanyhasreceivedthe opinion of SalomonSmith Barney,datedthe datehereof to the

Companyanda trueandcompletecopyof suchopinionhasbeendeliveredto Parentprior to the
executionof this Agreement.

3.21 Ownership of Parent Common Stock
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. Neitherthe Companynor anyof its SubsidiariepeneficiallyownsanyParentOrdinaryShares
or ParentADSs.

3.22  Article VII of the Company's Articles of Incamation and Sections 60.825-
60.845 of the BCA Not Applicable

. TheCompanyhastakenall necessaractionssothatneitherthe provisionsof Article VIl of the
Company'dArticles of Incorporatiomor the provisionsof Section$0.825-60.84%f the BCA
(i.e., affiliated transactiongndfair price provisions)will, beforetheterminationof this
Agreementapplyto this Agreemenbr the Mergeror the othertransactiongontemplatedhereby.

3.23 Certain Contracts

. Exceptassetforth in Section3.230of the CompanyDisclosurel etter, neitherthe Companynor
anyof its Subsidiarie®r JointVenturess a partyto, or boundby, anyContractcontainingany
provisionor covenanprohibitingor materiallylimiting the ability of the Companyor any
CompanySubsidiaryto engagen anybusinessctivity or competewith anyperson.

3.24 Year 2000

. TheCompanyandits Subsidiariehaveput into effectpracticesandprogramswhichthe
Companyreasonablyelieveswill enableall materialsoftware hardwareandequipment
(including microprocessorghatis ownedor utilized by the Companyor anyof its Subsidiaries
in the operation®f its or their respectivebusinesgo be capableby Decembe1,1999,0f
accountingor all calculationsusinga centuryanddatesensitivealgorithmfor the year2000and
thefactthattheyear2000is aleapyearandto otherwisecontinueto functionwithout any
materialinterruptioncausedy the occurrencef the year2000.

3.25 Joint Venture Representations

. Eachrepresentatioor warrantymadeby the Companyin this Article Ill relatingto a Company
JointVenturethatis neitheroperatechor managedy the Companyor a Subsidiaryof the
Companyshallbedeemedo be madeonly to the Company'knowledge.

ARTICLE IV
REPRESENTATIONSAND WARRANTIESOFPARENTAND THE PARTNERSHIP

Parent(on behalfof itself andon behalfof MergerSub)andthe Partnership
represenandwarrantto the Companyasfollows (which representationandwarrantieof Parent
on behalfof MergerSubshallonly betrue andcorrectasof the ClosingDate):

4.01 Organization and Qualification
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incorporatedyalidly existingandin goodstanding(with respecto jurisdictionswhich recognize
the concepiof goodstandinglunderthe laws of its jurisdiction of incorporationandhasfull
corporatepowerandauthorityto conductits businesasandto the extentnow conductedandto
own, useand|easeits asset@andpropertiesexceptfor suchfailuresto besoincorporated,
existingandin goodstanding(with respecto jurisdictionswhich recognizethe concepif good
standing)or to havesuchpowerandauthoritywhich, individually or in the aggregatearenot
havingandwould notreasonablye expectedo havea materialadverseeffecton Parentandits
Subsidiariegakenasawhole. ThePartnerships agenerapartnershigpalidly existingunderthe
laws of the Stateof Nevada. Eachof the PartnershimndMergerSubwasformedsolelyfor the
purposeof engagingn thetransactiongontemplatedby this Agreemen{otherthan,with respect
to the Partnershipin connectiorwith theinvestmenbf theinitial partnershigcapitalpursuanto
or in accordancevith the PartnershipgAgreementdatedDecembef, 1998,by andbetween
UKSub 1 andUKSub 2 (the"PartnershipAgreement")) hasengagedn no otherbusiness
activitiesandhasconductedts operation®nly ascontemplatedhereby(or, with respecto the
Partnershipascontemplatedby the PartnershigAgreement). Exceptasdisclosedn Sectior4.01
of the ParentDisclosurel etter (asdefinedbelow), eachof UKSub1 andUKSub2 wasformed
solelyfor the purposeof engagingn thetransactiongontemplatedby this Agreementhas
engagedn no otherbusinesactivitiesandhasconductedts operation®©nly ascontemplated
hereby. Eachof Parentandits Subsidiariess duly qualified,licensedor admittedto do business
andis in goodstanding(with respecto jurisdictionswhich recognizethe concepiof good
standing)in eachjurisdictionin which the ownershipuseor leasingof its asset@ndproperties,
or the conductor natureof its businessmakessuchqgualification,licensing,admissioror good
standingnecessaryexceptfor suchfailuresto be soqualified, licensedor admittedandin good
standing(with respecto jurisdictionswhich recognizehe conceptof goodstandingwhich,
individually or in the aggregatearenot havingandwould not reasonablype expectedo havea
materialadverseeffecton Parentandits Subsidiariesakenasawhole. Sectior4.01of theletter
datedthe datehereofanddeliveredby ParentandMergerSubto the Companyconcurrentiywith
the executionanddeliveryof this Agreemen{the"ParentDisclosurel etter") setsforth (i) the
nameandjurisdiction of incorporationof eachSubsidiaryof Parent(ii) its authorizedcapital
stock, (iii) thenumberof issuedandoutstandinghareof its capitalstockand(iv) therecord
ownersof suchshares.Parenhaspreviouslydeliveredto the Companycorrectandcomplete
copiesof the memorandunandarticlesof associatiorandbylaws(or othercomparableharter
documentspf Parentandeachof its Subsidiariesandthe PartnershigAgreement.

(b) Section4.01 of the ParentDisclosureletter setsforth a descriptionasof

Parent'snteresttherein,and(ii) a brief descriptionof the principalline or linesof business
conductecby eachsuchentity.

(€) Exceptfor interestdn the Subsidiarie®f Parentandasdisclosedn
Section4.01of the ParentDisclosurel etter, Parentdoesnot directly or indirectly own anyequity
or similar interestin, or anyinterestconvertibleinto or exchangeabler exercisabldor any
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equityor similar interestin, (i) anymaterialcorporationpartnershipjoint ventureor other
businessassociatioror entity (otherthannon-controllinginvestmentsn the ordinarycourseof
businessaindcorporatepartneringdevelopmentcooperativenarketingandsimilar undertakings
andarrangementsnterednto in the ordinarycourseof businessbpr (ii) anyotherbusiness
associatioror entity the effect of whichis havingor couldreasonablype expectedo havea
materialadverseeffecton Parentandits Subsidiariesakenasawhole.

4.02 Capital Stock

. (a) Theauthorizedsharecapitalof Parentconsistssolelyof (i) 1,700,000,00®arentOrdinary
Sharespf which1,198,629,103harewereissuedasof November30,1998,and(ii) one
SpecialRightsNon-VotingRedeemabl®referencé&hareof £1 (the"SpecialShare")which was
issuedasof suchdate. SinceNovember30,1998,exceptasdisclosedn the ParentSECReports

beenno changan the numberof issuedParentOrdinaryShareotherthantheissuancef Parent
OrdinarySharegursuanto optionsor rights outstandingasof suchdateto subscriber purchase
ParentOrdinaryShareswhich optionsor rightsaredescribedn Sectiond4.02of the Parent
Disclosureletter. All of theissuedParentOrdinarySharesare,andall MergerOrdinaryShares
andall ParentOrdinarySharego beissuedo the ADR Depositarypursuanto Section2.01 will
be,uponissuanceduly authorizedyalidly issuedandfully paidandvoting, andno classof
sharegs entitledto preemptiverights, exceptasprovidedin Section89 of the Companie#ct of
1985of the UnitedKingdom (the "CompaniesAct"). Exceptpursuanto this Agreementthe
Parentemployeeshareschemedsistedin Section4.02of the ParentDisclosureletter (the"Parent

Agreemenbr Section4.02of the ParentDisclosurel etter,on the datehereofthereareno
outstandingOptionsobligatingParentor anyof its Subsidiariego issueor sell anycapitalor
othershareof Parentor to grant,extendor enterinto any Optionwith respecthereto.

(b) Exceptasdisclosedn the ParentSECReportsfiled prior to the dateof
this Agreemenbr Section4.02 of the ParentDisclosurel_etter, all of the outstandingshareof
eachSubsidiaryof Parentareduly authorizedyalidly issued fully paidandnonassessabénd
areowned,beneficiallyandof record,by Parentor a Subsidiarywholly owned directly or
indirectly, by Parentfreeandclearof anyLiens. Exceptasdisclosedn the ParentSECReports

no (i) outstanding@ptionsobligatingParentor anyof its Subsidiariego issueor sell anyshares
of anySubsidiaryof Parentor to grant,extendor enterinto anysuchOptionor (ii) votingtrusts,
proxiesor othercommitmentsunderstandinggestrictionsor arrangements favor of any
personotherthanParentor a Subsidiarnwholly owned directly or indirectly, by Parentwith
respecto thevoting of or theright to participatein dividendsor otherearningsn respecof any
sharef anySubsidiaryof Parent.

(c) Exceptasdisclosedn the ParentSECReportsfiled prior to the dateof
this Agreemenbr Section4.02of the ParentDisclosurel etterandexceptfor theright of the
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holderof the SpecialShareto requireParento redeenthe SpecialSharepursuanto the Articles
of Associationof Parentthereareno outstandingontractuabbligationsof Parentor any
Subsidiaryof Parento repurchaseredeennr otherwiseacquireanyParentOrdinaryShareor
anyshareof anySubsidiaryof Parentor to providefundsto, or makeanyinvestmen{in the
form of aloan, capitalcontributionor otherwise)n, any Subsidiaryof Parentor anyother

erson.

(d) As of the dateof this Agreementno bonds debenturesiotesor other

indebtednessf Parenthavingtheright to vote on anymatterson which shareholdersmayvote
areissuedor outstanding.

4.03 Authority Relative to this Agreement

. Eachof Parentthe PartnershimndMergerSub(and,with respecto Section2.01only, UKSub
1 andUKSub?2) hasfull powerandauthorityto enterinto this Agreementand,subject(in the
caseof this Agreement}o obtainingthe ParentShareholderd\pproval (asdefinedin Section
6.03(a)).to performits obligationshereunderandto consummat¢hetransactiongontemplated
hereby. Theexecutiondeliveryandperformancef this Agreemenby eachof Parentthe
PartnershimndMergerSub(and,with respecto Section2.01only, UKSub 1 andUKSub2) and
the consummatiory eachof Parentthe PartnershimndMergerSub(and,with respecto
Section2.01only, UKSub 1 andUKSub2) of thetransactiongontemplatedherebyhavebeen
duly andvalidly approvedoy the Boardof Directorsof ParentandMergerSub(and,with respect
to Section2.01only, UKSub1 andUKSub 2) andthe generapartnersof the Partnershipandby
the Partnershipn its capacityassolestockholdenf MergerSub,the Boardof Directorsof
Parenthaspassed resolutiondeclaringthe advisabilityof the Mergerandresolvingthatthe

OrdinarySharesn connectiorwith the Mergerbe submittedfor consideratiorby the
shareholdersf Parentandno othercorporateproceeding®n the partof Parentor MergerSub
or their shareholdergr the Partnershipr its generalpartnersarenecessaryo authorizethe
executiondeliveryandperformancef this Agreemenby Parentthe Partnershigr MergerSub
(and,with respecto Section2.01only, UKSub 1 andUKSub 2) andthe consummatiory
Parentthe PartnershimndMergerSub(and,with respecto Section2.01only, UKSub 1 and
UKSub 2) of thetransactiongontemplatedhereby otherthanobtainingthe ParentShareholders'
Approval. This Agreementasbeenduly andvalidly executedanddeliveredby eachof Parent,
the PartnershimndMergerSub(and,with respecto Section2.01only, UKSub1 andUKSub 2)
andconstitutesalegal, valid andbinding obligationof eachof Parentthe Partnershi@nd
MergerSub(and,with respecto Section2.01only, UKSub1 andUKSub 2) enforceablegainst
eachof Parentthe PartnershimndMergerSub(and,with respecto Section2.01only, UKSub1
andUKSub?2) in accordancevith its terms,exceptasenforceabilitymaybelimited by
bankruptcyinsolvency reorganizationmoratoriumor othersimilar laws affectingthe
enforcemenpf creditorsrightsgenerallyandby generalequitableprinciples(regardles®f
whethersuchenforceabilityis consideredn a proceedingn equityor at law).
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4.04 Non-Contravention; Approvals and Consents

. Theexecutionanddeliveryof this Agreemenby eachof Parentthe PartnershimndMerger
Sub(and,with respecto Section2.01only, UKSub 1 andUKSub 2) do not, andthe performance
by eachof Parentthe PartnershimndMergerSub(and,with respecto Section2.01only,

contemplatedherebywill not, conflict with, resultin aviolation or breachof, constitute(with or
without noticeor lapseof time or both)a defaultunder resultin or give to anypersomanyright
of paymenor reimbursementermination cancellationmodificationor acceleratiorof, or result
in the creationor impositionof anyLien uponanyof the asset®r propertienf Parentor any of
its Subsidiarie®r anyof the ParentointVenturesunder,anyof theterms,conditionsor
provisionsof (i) the memorandunor articlesof associatioror bylaws(or othercomparable
charterdocumentspf Parentor anyof its Subsidiarie®r anyof the ParentJointVentures (ii)
the PartnershigAgreementpr (iii) subjectto the obtainingof the ParentShareholderg\pproval
andthetakingof the actionsdescribedn paragrapt{b) of this Section(x) anylaws or ordersof
any Governmentabr RegulatoryAuthority applicableto Parentor anyof its Subsidiarie®r any
of the ParentlointVenturesor anyof their respectiveasset®r propertiespr (y) anyContractdo
which Parentor anyof its Subsidiarie®r anyof the ParentlointVenturess a partyor by which
Parentor anyof its Subsidiarie®r anyof the ParentJoint Venturesor anyof their respective
asset®or propertiess bound,excludingfrom the foregoingclausegx) and(y) conflicts,
violations, breachesgefaults rights of paymentor reimbursementerminationsmodifications,
accelerationgndcreationsandimpositionsof Lienswhich, individually or in theaggregate,
would not reasonablye expectedo havea materialadverseeffecton Parentandits Subsidiaries
takenasawholeor ontheability of Parentthe PartnershimndMergerSubto consummat¢he
transactiongontemplatedby this Agreement.

(b) Except(i) for thefiling of a premergenotificationreportby Parentunder
the HSRAct, (ii) for thefiling of the ReqistratiorStatementvith the SECpursuanto the

filings with variousstatesecuritiesauthoritieshatarerequiredin connectiorwith the
transactiongontemplatedby this Agreement(iii) for thefiling of the Articles of Mergerand
otherappropriatanergerdocumentgequiredby the BCA with the Secretarof Stateand
appropriatedocumentsvith the relevantauthoritiesof otherstatesn which the Constituent
Corporationsarequalifiedto do business(iv) for thefilings with, noticesto, andapprovalof,
the LSE andNYSE, (v) thefiling of anoticepursuanto Section721 of the DefenseProduction
Act of 1950,0r anysuccessothereto("Exon-Florio"), (vi) the approvalof the FERCpursuanto
the PowerAct, (vii) the approvalof anyjurisdictionalstaterequlatingagencies(viii) thegiving
of indicationsby the OFT, SOS,OFFERandOFWAT asdescribedn Sections7.01(k)and(l)
and(ix) asdisclosedn Sectiond.04of the ParentDisclosurel etter,no consentapprovalor
actionof, filing with or noticeto any Governmentabr RegulatoryAuthority or otherpublic or
privatethird partyis necessaregr requiredunderanyof theterms,conditionsor provisionsof any
law or orderof any Governmentabr RegulatoryAuthority or any Contractto which Parentor
anyof its Subsidiarie®r anyof the ParentJointVentureds a partyor by which Parentor any of
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its Subsidiarie®r anyof the Parentloint Venturesor anyof their respectiveasset®r properties
is boundfor the executionanddeliveryof this Agreemenby eachof Parentthe Partnershimnd
MergerSub,the performancédy eachof Parentthe PartnershimndMergerSubof its

suchconsentsapprovalsactions filings andnoticeswhich thefailure to makeor obtain,asthe
casemaybe,individually or in the aggregatewould not reasonablye expectedo havea
materialadverseeffecton Parentandits Subsidiariesakenasa whole or onthe ability of Parent,
the Partnershi@ndMergerSubto consummat¢hetransactiongontemplatedby this Agreement.

4.05 SEC Reports and Financial Statements

completecopyof eachform, report,scheduleregistrationstatementdefinitive proxy statement
andotherdocumen{togethemwith all amendmentghereofandsupplementghereto)filed by
Parentor anyof its Subsidiariewvith the SECsinceDecembef31, 1995(assuchdocumentdave
sincethetime of their filing beenamendedr supplementedhe"ParentSECReports™) which
areall thedocumentgotherthanpreliminarymaterialsthat Parentandits Subsidiariesvere
requiredto file with the SECsincesuchdate. As of theirrespectivadatesthe ParentSEC
Reports(i) compliedasto form in all materialrespectvith therequirement®f the Securities
Act or the ExchangéAct, asthe casemaybe,and(ii) did not containanyuntruestatemenof a
materialfact or omit to statea materialfact requiredto be statedthereinor necessarin orderto
makethe statementgherein,in light of the circumstancesnderwhich theyweremade not
misleading. Theauditedconsolidatedinancial statementandunauditednterim consolidated
financial statement$including,in eachcasethenotes,f any,thereto)includedin the Parent
SECReportgthe"ParentFinancialStatements"tompliedasto form in all materialrespects
with the publishedrulesandregulationsof the SECwith respecthereto werepreparedn
accordancevith generallyacceptedccountingorinciplesin the United Kingdomappliedon a
consistenbasisduringthe periodsinvolved (exceptasmaybeindicatedthereinor in the notes
theretoandexceptwith respecto unauditedstatementsandfairly presen{subject,n the caseof
the unauditednterim financial statementgo normal,recurringyear-endauditadjustments
(which arenot expectedo be,individually or in theaggregatemateriallyadversdo Parentand
its Subsidiariesakenasa whole))the consolidatedinancial positionof Parentandits
consolidatedgubsidiariegasat therespectivadateshereofandthe consolidatedesultsof their
operationsandcashflows for therespectiveperiodsthenended. Exceptassetforth in Section
4.050f the ParentDisclosurel etter,eachSubsidiaryof Parents treatedasa consolidated
subsidiaryof Parentin the ParentFinancialStatement$or all periodscoveredthereby.

(b) All materialfilings requiredto be madeby Parentor anyof its Subsidiaries
sinceDecembeBl, 1995in the United Kingdomunderthe Electricity Act 1989,the Water
IndustryAct 1991,the WaterResourcegct 1991 andthe Telecommunicationéct 1984have
beenfiled with OFFER,OFWAT andthe Office of TelecommunicationServiceor anyother
appropriatgGovernmentabr RequlatoryAuthority, asthe casemaybe, includingall material
forms, statementsieports agreementandall materialdocumentsexhibits,amendmentand
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franchisesserviceagreementandrelateddocumentscomplied,asof their respectivedatesin
all materialrespectsith all applicablerequirement®f the statuteandtherulesandrequlations
thereunder.

4.06  Absence of Certain Changes or Events

Section4.06 of the ParentDisclosurel etter, (a) sinceMarch 31, 1998therehasnot beenany
changegventor developmenhaving,or thatwould reasonablype expectedo have,individually
or in theaggregatea materialadverseeffecton Parentandits Subsidiariegsakenasawhole
(otherthanthosechangesevents or developmentgccurringasa resultof generalkeconomicor
financial conditionsor which arenot unigueto Parentandits Subsidiariedut alsoaffectother
entitieswho participateor areengagedn thelinesof businessn which Parentandits
Subsidiarieareengaged)and(b) betweerMarch 31, 1998andthe datehereof(i) Parentjts
Subsidiariegandthe Parentloint Ventureshaveconductedheir respectivebusinessesnly in the
ordinarycoursesubstantially}consistentvith pastpractice.

4.07 Absence of Undisclosed Liabilities

sincethatdate,anyliabilities or obligations(whetherabsoluteaccruedcontingentfixed or
otherwise or whetherdueor to becomedue)of anynaturethatwould berequiredby generally
acceptedaccountingprinciplesin the United Kingdomto bereflectedon a consolidatedalance

obligations(i) which wereincurredin the ordinarycourseof businesgonsistentvith past
practiceor (ii) which havenot beenandwould notreasonablype expectedo be,individually or
in theaggregatemateriallyadversao Parentandits Subsidiariesakenasawhole.

4.08 Legal Proceedings

Section4.080f the ParentDisclosurel etterandexceptfor environmentamatterswhich are
governedby Section4.15,(i) thereareno actions suits,arbitrationsor proceedingpendingor, to
theknowledgeof Parentthreatenedgainstnor to the knowledgeof Parentarethereany
Governmentabr RequlatoryAuthority investigation®r auditspendingor threatenedgainst,
Parentor anyof its Subsidiarie®r anyof the ParentlointVenturesor anyof their respective
asset@andpropertiesvhich, individually or in theaggregatewould reasonablye expectedo
havea materialadverseeffecton Parentandits Subsidiariesakenasawhole or onthe ability of
Parentthe Partnershi@ndMergerSubto consummat¢hetransactiongontemplatedby this
Agreementand(ii) neitherParenmnor anyof its Subsidiarieor anyof the ParentJoint Ventures
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is subjectto anyorderof anyGovernmentabr RegulatoryAuthority which, individually or in the
aggregateis havingor would reasonablye expectedo havea materialadverseeffecton Parent
andits Subsidiariegakenasa whole or ontheability of Parentthe PartnershimndMergerSub
to consummat¢hetransactiongontemplatedby this Agreement.

4.09 Information Supplied

. (@) Thereqistrationstatemenbn FormF-4 to befiled with the SECby Parentin connection
with theissuanceof ParentADSsin the Merger,asamendear supplementeftom time to time
(assoamendeandsupplementedhe "RegqistrationStatement")andanyotherdocumentgo be
filed by Parentwith the SECor anyotherGovernmentabr RegulatoryAuthority in connection
with the Mergerandthe othertransactiongontemplatedherebywill (in the caseof the
ReqistrationStatemenandanysuchotherdocumentdiled with the SECunderthe SecuritiesAct

CompanyStockholdersMeeting,containanyuntruestatemenof a materialfact or omit to state
anymaterialfactrequiredto be statedthereinor necessarin orderto makethe statements
therein,in light of the circumstancesnderwhich theyaremade not misleadinggexceptthatno
representatioms madeby Parentthe Partnershigpr MergerSubwith respecto information

informationincorporatedy referenceghereinfrom documentdgiled by the Companyor anyof its
Subsidiariesvith the SEC.

(b) The ParentDisclosureDocumentswill, atall relevanttimes,includeall
informationrelatingto Parentandinformationwhich is within the knowledgeof eachof the
directorsof Parent(or which it would bereasonabléor themto obtainby makingenquiries),
which, in eachcasejs requiredto enablethe ParentDisclosureDocumentsandthe partieshereto
to complyin all materialrespectsvith all United Kingdom statutoryandotherlegaland
requlatoryprovisions(including, without limitation, the Companie#\ct, the FSA andtherules
andreqgulationgnadethereunderandtherulesandrequirement®f the LSE) andall such
informationcontainedn suchdocumentsvill be substantiallyin accordancevith thefactsand
will not omit anythingmateriallikely to affecttheimport of suchinformation.

(€) Notwithstandinghe foregoingprovisionsof this Section4.09,no
representationr warrantyis madeby Parentwith respecto statementgnadeor incorporatedy
referencean the ReqistratiorStatementthe Proxy Statementthe Listing Particularsor the
Circularbasedninformationsuppliedby the Companyexpresslyfor inclusionor incorporation
by referenceahereinor basedn informationwhich is not madein or incorporatecy referencan

suchdocumentdut which shouldhavebeendisclosedoursuanto Section3.09.

4.10 Permits; Compliance with Laws and Orders
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. Parentjts Subsidiarieandthe ParentJointVentureshold all permits licensesfranchises
variancesgxemptionsprdersandapprovalof all GovernmentaandRequlatoryAuthorities
(otherthanenvironmentapermitswhich aregovernedoy Sectiond4.15)necessarfor the lawful
conductof their respectivebusinesse@he"ParentPermits"),exceptfor failuresto hold such
ParentPermitswhich, individually or in the aggregatearenot havingandwould not reasonably
be expectedo havea materialadverseeffecton Parentandits Subsidiariesakenasawhole.
Parentjts Subsidiarieandthe ParentJoint Venturesarein compliancewith thetermsof the
ParentPermits exceptfailuressoto complywhich, individually or in the aggregatearenot
havingandwould notreasonablye expectedo havea materialadverseeffecton Parentandits
Subsidiariegakenasawhole. Exceptasdisclosedn the ParentSECReportsfiled prior to the

violation of or defaultunderanylaw or orderof anyGovernmentabr RequlatoryAuthority,
exceptfor suchviolationsor defaultswhich, individually or in the aggregatearenot havingand
would notreasonablye expectedo havea materialadverseeffecton Parentandits Subsidiaries
takenasawhole.

4.11 Compliance with Agreements

performanceor observancef anytermor provisionof, andno eventhasoccurredwhich, with
noticeor lapseof time or both,would reasonablype expectedo resultin adefaultunder (i) the
memorandunor articlesof associatiorfor othercomparableharterdocumentspf Parentor any

or in theaggregatearenot havingandwould notreasonablye expectedo havea material
adverseeffecton Parentandits Subsidiariesakenasa whole.

4.12 Taxes

befiled by it, or requestdor extensiongo file suchreturnsor reportshavebeentimely filed or
grantedandhavenot expiredandall tax returnsandreportsarecompleteandaccuraten all
materialrespects.Parentandeachof its Subsidiariehaspaid (or Parenthaspaidon its behalf)

inadequatelyeservedaxesandinadequatelyeservedeficiencieghatwould not, individually
or in theaggregatehavea materialadverseeffecton Parentandits Subsidiariesakenasa
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whole. Norequestdor waiversof thetime to assesganytaxesagainstParentor anyof its
Subsidiariehavebeengrantedor arepending exceptfor requestsvith respecto suchtaxesthat
havebeenadequatelyeservedor in the mostrecentfinancial statementsontainedn the Parent
SECReportsor, to theextentnot adequatelyeservedihe assessmermtf which would not,
individually or in the aggregatehavea materialadverseeffecton Parentandits Subsidiaries
takenasawhole.

(b) NeitherParentnor anyof its Subsidiariefhastakenanyactionor hasany
knowledgeof anyfact or circumstancehatis reasonablyikely to preventthe Mergerfrom
qualifying asatax-freereorganizatiomwithin the meaningof CodeSection368(a).

(€) UKSub 1 andUKSub 2 arenot public limited corporations.

(d) Parentdirectly ownsthe whole of theissuedsharecapitalof UKSub1 and

UKSub2.

(e) UKSub 1 andUKSub 2 directly own all of the equityinterestsn the
Partnership.

(f) Prior to the ClosingDate,Parentwill makeanelectionpursuanto Section
301.7701-3%f the U.S. Treasuryrequlationpromulgatedunderthe Codeto treatUKSub 1 and
UKSub 2 asentitiesdisregardecsseparatérom Parentandwill makeanelectionunderSection
301.7701-3f theU.S. Treasuryregulationgo treatthe Partnershi@sanassociatiotaxableasa
corporation. NeitherParentor anyof its Subsidiariehastakenanyactionthat(or hasfailed to
takeanyactionif suchfailure) would reasonablyelikely to causeJKSub1 or UKSub2 to be
characterizedsanassociatioriaxableasa corporationfor U.S.federalincometax purposes.

(9) Parenthassatisfied anduntil the ClosingDatewill satisfy,theactivetrade
or businesgestspecifiedin Sectionl.367(a)-3(c)(3bf theU.S. Treasuryeqgulationdor a
minimum periodof threeyearsprior to the ClosingDate.

(h) Noneof ParentUKSub 1, UKSub 2, the Partnershipnor anyother
affiliate of Parenthasanyintentionto redeemacquire or to causethe Companyor any affiliate
of the Companyto acquire or to arrangdor anothermpersorno acquire anyof the ADS
Consideratioror the OrdinaryShareConsideration.

(i) NeitherParentor anyParentaffiliate, directly or indirectly, haspaidany
expenseancurredby the Companyany Companyaffiliate or any Companystockholdelin
connectiorwith thetransactiongontemplatedby this Agreement.

(1) NeitherParentnor anyParentaffiliate, directly or indirectly, hasloaned
anyfundsto anyescrowaccountirustor otherfund establishedo payanyexpenseicurredby
the Companyany Companyaffiliate or any Companystockholdetin connectiorwith the
transactiongontemplatedby this Agreement.
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(k) NeitherParentor anyParentaffiliate, directly or indirectly, ownsany
stockissuedby the Companyunlessacquireddirectly from the Company.

4.13 Parent Employee Benefit Plans

. (a) Parenhasmadeavailableto the Companycompleteandcorrectcopies asof the dateof
this Agreementpf: (i) thecurrenttrustdeedsandrulesof eachof the materialemployeebenefit
plansto which Parentandits Subsidiariesnakeor could becomdiable to makepaymentdor
providingretirementdeath disability or life assuranceenefits(the "ParentEmployeeBenefit
Plans")(includinganydraft amendments)ii) the mostrecentlypreparedexplanatorypbooklets
andannouncementlatingto eachof the ParentEmployeeBenefitPlans(iii)) acopyof the
actuary'seporton the latestactuarialvaluationof the ParentEmployeeBenefit Plans if
applicable;and(iv) therulesof the ParentShareSchemes.

(b) The ParentEmployeeBenefitPlansarethe only materialschemeso
which Parentandits Subsidiariesnakeor couldbecomdiable to makepaymentgor
providingretirementdeath disability or life assurancéeenefits.

(€) To theextentsuchexemptions intendedby Parentthe ParentEmployee
Benefit Plansareexemptapprovedschemesvithin the meaningof Chapterl PartXIV of
the IncomeandCorporationTaxesAct 1988. Exceptasspecificallysetforth in Section
4.130f the ParentDisclosureletter, memberof the ParentEmployeeBenefitPlansare
contracted-oubf the StateEarningsRelatedPensiorScheme.

(d) To theknowledgeof Parentthereis no amountwhich is treatedoy
Section144 of the PensionSchemeg\ct 1993or Section75 of the PensiondAct 1995as

Subsidiariegakenasawhole. The ParentEmployeeBenefitPlanshavenot ceasedo
admitnewmembers.

(e) Exceptassetforth in Section4.130f the ParentDisclosurel etterand
exceptfor disputesvhich would notreasonablye expectedo havea materialadverse
effecton Parentandits Subsidiariesakenasa whole,thereis no disputeaboutthe
benefitspayableunderthe ParentEmployeeBenefitPlansand,to the knowledgeof
Parentthereareno circumstanceshich might give riseto anysuchdispute.

(f) To theknowledgeof Parentthe actuary'seporton the latestactuarial
valuationaccuratelydescribeghefinancial positionof eachParentEmployeeBenefit

accordanceavith the assumptionemployedfor thatvaluation. Exceptassetforth in
Section4.130of the ParentDisclosureletter, nothinghashappenedincethatdatewhich
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would, to a materialextent,affectthelevel of fundingof anyParentEmployeeBenefit
Planand,sincethatdate,contributionshavebeenpaidto eachParentEmployeeBenefit
Planattheraterecommendetly the actuary. Except assetforth in Section4.130f the
ParentDisclosurel etter,no assethavebeenwithdrawnby Parentor anyof its
Subsidiariegrom anyParentEmployeeBenefit Plan(exceptto paybenefitsor by way of
reimbursemendf expensesiincethe effectivedateof the latestactuarialvaluationof

thatplan.

(Q) Exceptassetforth in Sectiond.130f the ParentDisclosurel etteror as
would notreasonablye expectedo havea materialadverseeffecton Parentandits
Subsidiariegakenasawhole, the ParentEmployeeBenefit Planscomplywith andhave
beenadministeredn accordancevith all applicabldaws, requlationsandrequirements.

which this Agreements signedhavebeenpaid.

4.14 Labor Matters

. (a) Exceptassetforth in Section4.140f the ParentDisclosurel etter, neitherParentor any of
its Subsidiariess a partyto anycollectivebargainingagreementiecognitionagreement,
EuropearWorks Councilor otherlaboragreemenivith anyunion,labororganizatioror other

Agreemenbr in Section4.14of the ParentDisclosureletter,thereareno disputeendingor, to
the knowledgeof ParentthreatenedetweerParentor anyof its Subsidiarie®r anyof the Parent
JointVenturesandanytradeunionor otherrepresentativesf its employeesexceptaswould

not, individually or in the aggregatereasonablye expectedo havea materialadverseeffecton
Parentandits Subsidiariesakenasawhole,and,to the knowledgeof Parentthereareno
materialorganizatiorefforts presentlybeingmadeinvolving anyof the now unorganized
employee®f the Parentor anyof its Subsidiarie®r anyof the ParentJointVentures. Since
Decembe1, 1995, therehasbeenno work stoppagestrike or otherconcertedactionby
employee®of Parentor anyof its Subsidiariegxceptaswould not, individually or in the
aggregatereasonablype expectedo havea materialadverseeffecton Parentandits Subsidiaries
takenasawhole.

(b) To theknowledgeof ParentneitherParentor anyof its Subsidiariesor
anyof the ParentJointVenturess in violation of anylaborlawsin anycountry(or political
subdivisionthereof)in which theytransacbusinessexceptfor suchviolationsaswould not,
individually or in the aggregatereasonablye expectedo havea materialadverseeffecton
Parentandits Subsidiariesakenasawhole.

4.15 Environmental Matters

Section4.150f the ParentDisclosurel_etterandexceptaswould not, individually or in the
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aggregatereasonablype expectedo havea materialadverseeffecton Parentandits Subsidiaries
takenasawhole:

(a) (i) Eachof Parentjts Subsidiariesandthe ParentlointVenturess in
compliancewith all applicableEnvironmental aws (ashereinaftedefined);and

(i) NeitherParentor anyof its Subsidiarieior anyof the Parentoint
Ventureshasreceivedanywritten communicatiorfrom anypersonor Governmentabr
ReqgulatoryAuthority thatallegesthatParentor anyof its Subsidiarie®r JointVentures
is notin suchcompliancewith applicableEnvironmental aws.

(b) Eachof Parentjts Subsidiariesandthe ParentlointVentureshasobtained
all environmentalhealthandsafetypermitsandgovernmentafuthorizationgcollectively,the
"EnvironmentalPermits")necessarjor the constructiorof its facilities andthe conductof their
operationsasapplicable andall suchEnvironmentaPermitsarein full force andeffector,
whereapplicable arenewalapplicationhasbeentimely filed andis pendingagencyapproval,
andParentjts Subsidiarieandthe ParentlointVenturearein compliancewith all termsand
conditionsof the EnvironmentaPermits.

(c) Thereis no EnvironmentalClaim (ashereinaftedefined)pending

(i) againstParentor anyof its Subsidiarie®r anyof the ParentJoint
Ventures;

(i)  totheknowledgeof Parentagainstanypersonor entity whose
liability for anyEnvironmentalClaim Parentor anyof its Subsidiarie®r anyof the ParentJoint
Ventureshasor mayhaveretainedor assumeaeithercontractuallyor by operationof law; or

(i)  againstanyrealor personapropertyor operationsvhich Parentor
anyof its Subsidiarie®r anyof the ParentlointVenturesowns,lease®r manage$ wholeor in

part.

(d) To Parent'knowledgetherehavenot beenanyReleasegashereinafter
defined)of anyHazardoudMaterial (ashereinaftedefined)thatwould bereasonablyikely to
form thebasisof anyEnvironmentalClaim againstParentor anyof its Subsidiarie®r anyof the
ParentJointVentures or againstanypersonor entity whoseliability for anyEnvironmental
Claim Parentor anyof its Subsidiarie®r anyof the ParentJointVentureshasor mayhave
retainedor assumedeithercontractuallyor by operationof law.

(e)  Asusedin this Sectior4.15:

(i) "EnvironmentalClaims" meansanyandall administrativeregulatoryor
judicial actions suits,demandsgdemandetters,directives claims,liens, investigations,
proceeding®r noticesof honcomplianceliability or violation (written or oral) by anypersonor
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entity (includingany Governmentabr RegulatoryAuthority) allegingpotentialliability
(including, without limitation, potentialresponsibilityor liability for enforcementinvestigatory
costs cleanupcosts.governmentatespons&osts removalcosts remedialcosts natural
resourceslamagespropertydamagespersonalnjuriesor penalties)arisingout of, basedon or

resultingfrom

(A) thepresenceor Releaser threatenedReleasento the
environmentof anyHazardoudMaterialsat anylocation,whether
or not owned,operatedleasecr managedy the Parentor any of
its Subsidiarie®r anyof the ParentJointVentures,or

(B) circumstanceformingthebasisof anyviolation, or alleged

violation, of anyEnvironmental.aw; or

(C) anyandall claimsby anythird partyseekingdamages,
contribution,indemnification costrecovery compensatiomr
injunctiverelief resultingfrom the presencer Releasef any
HazardoudMaterials;

(i) "EnvironmentalLaws" meansall EuropeariJnion, national,regional,or
local laws, rulesandrequlationgelatingto pollution, the environmen{including, without
limitation, ambientair, surfacewater,groundwaterland surfaceor subsurfacetrata)or
protectionof humanhealthasits relatesto the environmentaincluding, without limitation, laws
andrequlationgelatingto Releasesr threatenedReleasesf HazardoudMaterials,or otherwise
relatingto the manufactureprocessingdistribution,use treatmentstoragedisposalfransport
or handlingof HazardoudMaterialsincluding, without limitation, Partll andparagraph461and
162 of Schedule2 of the EnvironmentAct 1995andthe Departmenbdf the Environment
Transportandthe RegionsConsultatiorDraft Guidanceon Contaminated.and datedOctober

guidancemposesnateriallymoreonerousor stringentrequirementsn respecbof contaminated
land or pollution.

(i)  "HazardoudMaterials"meanga)anypetroleumor petroleumproducts,
radioactivematerials asbestog anyform thatis or couldbecomdfriable, ureaformaldehyde
foaminsulation,andtransformer®r otherequipmenthatcontaindielectricfluid containing
polychlorinatecbiphenyls;and(b) anychemicalsmaterialsor substancewhich arenow defined
asor includedin the definition of "hazardousubstances™hazardousvastes"'hazardous

materials","extremelyhazardousvastes",'restrictedhazardousvastes",'toxic substances",
"toxic pollutants"”,or wordsof similarimport, underanyEnvironmentalLaw; and(c) anyother
chemical material,substancer waste exposurdo which is now prohibited,limited or requlated
underanyEnvironmental.aw in ajurisdictionin which Parentor anyof its Subsidiarie®r any
of the ParentlointVenturesoperate®r anyjurisdictionwhich hasreceivedsuchchemical,
material,substancer wastefrom Parentor its Subsidiariesand
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(iv) "Release’'meansanyreleasespill, emission]eaking,injection,deposit,
disposal dischargedispersalleachingor migrationinto the atmospheresolil, surfacewater,
groundwatepr property.

4.16 Intellectual Property Rights

. Parenfandits Subsidiariehaveall right, title andinterestin, or avalid andbindinglicenseto

businessesf Parentandits Subsidiariegsakenasawhole. NeitherParentor any Subsidiaryof
Parents in default(or with the giving of noticeor lapseof time or both,would bein default)
underanylicenseto usesuchintellectualProperty to the knowledgeof Parent suchintellectual
Propertyis not beinginfringed by anythird party,andneitherPareninor any Subsidiaryof Parent
is infringing anyIntellectualPropertyof anythird party,exceptfor suchdefaultsand
infringementswhich, individually or in the aggregatearenot havingandwould not reasonably
be expectedo havea materialadverseeffecton Parentandits Subsidiariesakenasawhole.

4.17 Vote Required

6.10)arethe affirmative vote of a majority of suchordinaryshareholdersf Parentas(being
entitledto do so)arepresentandvote (or, in the caseof avotetakenon a poll, the affirmative
vote by shareholdersr their proxiesrepresentin@g majority of the ParentOrdinarySharesn
respeciof which voteswerevalidly exercisedptthe ParentShareholderMeetingin relationto
the approvalof the Merger,the creationof, andauthorizatiorof the Boardof Directorsof Parent
to allot, the ParentOrdinarySharesn connectiorwith the Merger.

4.18 Opinion of Financial Advisor

. Parenhasreceivedhe opinionof MorganStanleyDeanWitter Discoverinc., datedthe date
hereof,to the effectthat,asof the datehereof,the consideratiorio be paidin the Mergerby
Parentis fair from a financial point of view to Parentanda true andcompletecopyof such

4.19 Ownership of Company Common Stock

. NeitherParenmnor anyof its Subsidiarie®r otheraffiliates beneficiallyownsanyshareof
CompanyCommonStock.

4.20 Insurance

. Exceptassetforth in Section4.200f the ParentDisclosurel etter, eachof Parentandits
Subsidiariess, andhasbeencontinuouslysinceJanuaryl, 1994,insuredwith financially
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responsiblensurersn suchamountsandagainstsuchrisksandlossesasarecustomaryin all
materialrespectdor companiesonductinghe businesgonductedy Parentandits Subsidiaries
duringsuchtime period. Exceptassetforth in Section4.200of the ParentDisclosureletter,
neitherParentor anyof its Subsidiariehasreceivedanynoticeof cancellatioror termination
with respecto anymaterialinsurancepolicy of Parentor anyof its Subsidiaries.Theinsurance
policiesof Parentandeachof its Subsidiariegrevalid andenforceableolicies.

4.21 Year 2000

. Parentandits Subsidiariehaveput into effectpracticesandprogramswhich Parenteasonably
believeswill enableall materialsoftware hardwareandequipmen{includingmicroprocessors)

respectivebusinesgo be capablepby DecembeBl, 19990f accountingor all calculationsusing
acenturyanddatesensitivealgorithmfor the year2000,andthe fact thatthe year2000is aleap
yearandto otherwisecontinueto functionwithout materialinterruptioncausedy the occurrence
of theyear2000.

4.22 Joint Venture Representations

. Eachrepresentatioandwarrantymadeby Parentn this Article IV relatingto a ParentJoint
Venturethatis neitheroperatechor managedy Parentor a Subsidiaryof Parentshallbedeemed
to bemadeonly to Parent'«knowledge.

ARTICLEV
COVENANTS

5.01 Covenants of the Company

. At all timesfrom andafterthe datehereofuntil the Effective Time, the Companycovenants

this Agreementpr to the extentthat Parentshall otherwisepreviouslyconsenin writing, which
consenshallnot beunreasonablwithheld or delayed):

(a) OrdinaryCourse. The Companyandeachof its Subsidiarieshallconduct
their businesseenly in, andthe Companyandeachof its Subsidiarieshallnot takeanyaction
exceptin, the ordinarycoursesubstantiallyconsistentvith pastbusinesgpractice. Without
limiting the generalityof the foregoing,the Companyandits Subsidiarieshalluseall
commerciallyreasonableffortsto preservantactin all materialrespectgheir presenbusiness
organizationsto maintainin effectall existingmaterialpermits,to keepavailablethe serviceof
their key officersandemployeesto maintaintheir asset@andpropertiesn goodworking order
andcondition,ordinarywearandtearexcepted{o maintaininsuranceon their tangibleassetand
businessem substantiall\the sameamountsandagainstsubstantiallthe samerisks andlosses
asarecurrentlyin effect,to preserveheir relationshipsith customerandsuppliersandothers

43

NY1:#3196199v6



havingsignificantbusinesslealingswith themandto complyin all materialrespectsvith all
laws andordersof all Governmentabr ReqgulatoryAuthoritiesapplicableto them.

(b) CharterDocuments.The Companyshallnot, nor shallit permitanyof its
Subsidiariego, amendor proposeto amendits certificateor articlesof incorporationor bylaws
or its memorandunandarticlesof associatiorfor othercomparableorporatecharter
documents).

(€) Dividends. TheCompanyshallnot, norshallit permitanyof its
Subsidiariego, (i) declare setasideor payanydividendson or makeotherdistributionsin
respecbof anyof its capitalstockor sharecapital,except:

(A) thatthe Companymaycontinuethe declaratiorandpaymentof
reqularcashdividends(includingincreasegonsistentvith past
practice)on CompanyCommonStockandthe CompanyPreferred
Stock,with usualrecordandpaymentdatesfor suchdividendsin
accordancevith pastdividendpractice;provided thatno such
dividendon the CompanyCommonStockshallexceedhe amount
budgetedhereforin the CompanyBudget(ashereinafteidefined),
and

(B) for thedeclaratiorandpaymentof dividendsby (x) awholly-
ownedSubsidiarysolelyto its parentcorporationy) BridgerCoal
Companyin accordancevith pastpracticeand(z) Subsidiarie®f
regularcashdividendswith usualrecordandpaymentdates
(includingincreasegonsistentvith pastpractice)in accordance
with pastdividendpractice and

(i) split, combine reclassifyor takesimilar actionwith respecto anyof its capitalstockor share
capitalor issueor authorizeor proposeheissuancef anyothersecuritiedn respecbf, in lieu of
or in substitutionfor sharesf its capitalstockor comprisedn its sharecapital,(iii) exceptas
disclosedn Section5.01(c)of the CompanyDisclosureletter,adopta planof completeor
partial liquidation or resolutiongrovidingfor or authorizingsuchliguidationor a dissolution,
merger.consolidationyestructuringrecapitalizatioror otherreorganizatioror (iv) exceptas
disclosedn Section5.01(c)of the CompanyDisclosurel_etter, directly or indirectly redeem,
repurchaser otherwiseacquireanyshareof its capitalstockor comprisedn its sharecapitalor
any Optionwith respectheretoexcept:

(A) in connectiorwith intercompanyurchasesf capitalstockor
sharecapital,

(B) for thepurposeof fundingemployeestockownershipor dividend
reinvestmentstockpurchaseglansandotherincentiveplans
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disclosedn Section5.01(d)of the CompanyDisclosurel etterin
accordancavith pastpractice and

(C) PriortotheClosingDate,the Companyshallredeenall
outstandingsharef its $1.28Series $1.18Seriesand$1.16
Seriesof no parserialpreferredstock.

(d) Sharelssuances.The Companyshallnot, nor shallit permitanyof its
Subsidiariego, issue deliveror sell, or authorizeor proposetheissuancedeliveryor saleof, any
shareof its capitalstockor comprisedn its sharecapitalor any Optionwith respecthereto
(otherthan(i) theissuancef CompanyCommonStockuponthe exerciseof Optionsissued
pursuanto the Company'sStocklncentivePlanoutstandingon the dateof this Agreementandin
accordancavith their presenterms,(ii) exceptasspecificallysetforth underthe heading'Long-
Term IncentiveAwards" on the Scheduleof OngoingCompensatiobligationsattachedo
Section5.01(d)of the CompanyDisclosurel etter,the issuancef optionsor awardspursuanto
the Company'sStockincentivePlanin accordancevith its presentermsandonly in connection
with the hiring of newemployeesandthe issuancef shareof CompanyCommonStockupon
exerciseof suchoptionsor awards(iii) theissuancdy awholly-ownedSubsidiaryof its capital
stockto its parentcorporationor modify or amendanyright of anyholderof outstandingshares
of capitalstockor Optionswith respecthereto)and(iv) shareof CompanyPreferredStockwith
a statedvalueof upto anaggregat®f $250million.

(e) Acquisitions. Exceptassetforth in Section5.01(e)of the Company
Disclosurel etterandotherthanasprovidedin the 1999operatingoudgetof the Companya
copy of which hasbeendisclosedo anddiscussedvith Parentor anyotherbudgetof the
Companythereaftempprovedoy Parentwhich approvalshallnot be unreasonablwithheld
(collectively,the"CompanyBudget"),the Companyshallnot, nor shallit permitanyof its
Subsidiariego, acquire(by mergingor consolidatingwith, or by purchasinga substantiagquity
interestin or asubstantiaportion of the asset®f, or by anyothermanner)anybusines®r any
corporation partnershipassociatioror otherbusines®rganizatioror division thereofor
otherwiseacquireor agreeto acquireanyassetsn exces®f $25million in anyonetransaction;
provided,thatthis Section5.01(e)shallnot prohibit anycapitalexpendituregnadein accordance
with Section5.01(j).

()] Dispositions. Otherthanassetforth in Section5.01(f) of the Company
Disclosurel etter,the Companyshallnot, nor shallit permitanyof its Subsidiariego, sell, lease,
grantanysecurityinterestin or otherwisedisposeof or encumbernyof its asset®r properties,
otherthandispositionsn the ordinarycourseof its businesgonsistentvith pastpracticeor
havinganaggregat@etbookvalueof $25million or lessin anyonetransaction.

(Q) IndebtednessOtherthanasexpresslyprovidedin the CompanyBudget,
the Companyshallnot, nor shallit permitanyof its Subsidiariego, incur or guarante@ny
indebtedneséincludinganydebtborrowedor guaranteedr otherwiseassumedincluding,
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without limitation, the issuancef debtsecuritieor warrantsor rightsto acquiredebt)or enter
into any"keepwell" or otheragreemento maintainanyfinancialconditionof anothermpersonor
enterinto anyarrangemenhavingthe economiceffectof anyof theforegoingotherthan(i)
short-termindebtedness the ordinarycourseof businesgonsistentvith pastpractice(suchas
theissuancef commerciapaperor the useof existingcreditfacilities) in anaggregat@mount
not exceedings500million; (ii) long-termindebtednessot aggregatingnorethan$200million
and(iii) indebtednesgnterednto in connectiorwith therefinancingof indebtednessutstanding

(h) EmployeeBenefits. Exceptassetforth on Section5.01(h)of the
CompanyDisclosurel etter,the Companyshallnot, nor shallit permitanyof its Subsidiariego,
enterinto, adopt,amend(exceptasmayberequiredby applicablelaw) or terminateany
CompanyEmployeeBenefitPlan,or increasén anymannerthe compensatiomwr fringe benefits
of anydirectoror executiveofficer, or, exceptfor normalincreasesn the ordinarycourseof
businesgonsistentvith pastpracticethat,in the aggregatedo notresultin a materialincreasen
benefitsor compensatiogxpensdo the Companyandits Subsidiariesakenasawhole,increase
in anymanneithe compensatiowor fringe benefitsof anyemployeepr payanybenefitnot

forgivenesof indebtednessiesting,distribution,increasen benefitsor increasen obligations
to fund benefitswith respecto thatemployeeaesultingfrom a changéan controlor changan

ownershipof the Companyor anyof its Subsidiaries.

(i) Affiliate Contracts.Exceptasdisclosedn Section5.01(i) of the Company
Disclosurel etter,the Companyshallnot, nor shallit permitanyof its Subsidiarie®r, within the
exerciseof its reasonableommerciakefforts, its Joint Venturesto, exceptasotherwiseexpressly
providedfor in this Agreementgnterinto any Contractor amendor modify anyexisting
Contract,or engagen anynewtransactioroutsidethe ordinarycourseof businesgonsistent
with pastpracticeor not on anarm'slengthbasis with anyaffiliate of suchpartyor anyof its
Subsidiaries.

() CapitalExpenditures.The Companyshallnot, nor shallit permitany of
its Subsidiariego, makeanycapitalexpenditure®r commitmentotherthan(i) asrequiredby
applicablelaw, (ii) capitalexpendituregncurredin connectiorwith therepairor replacementf
facilities destroyer damagediueto casualtyor accidentwhetheror not coveredby insurance),
and(iii) othercapitalexpendituresn excesof 110%of the aggregat@mountprovidedfor such
purposesn the CompanyBudget.

(k) 1935Act. TheCompanyshallnot, nor shallit permitanyof its
Subsidiariego, engagen anyactivitieswhich would causea changadn its status or thatof its
Subsidiariesunderthe 1935Act, includinganyactionor inactionthatwould causethe prior
approvalof the SECunderthe 1935Act to berequiredfor the consummatiomf thetransactions
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contemplatedhereby.

) RequlatoryStatus. The Companyshallnot, nor shallit permitanyof its
Subsidiariego, agreeor consento anymaterialagreementsr modificationsof materialexisting
agreementsvith anyGovernmenbr RegulatoryAuthority in respecbf the operationf their
businessesxceptwherefollowing discussiorwith therelevantauthoritysuchagreementsr
modificationsareimposeduponthe Company.

(m) TransmissionGeneration.Exceptasrequiredpursuanto tariffs onfile

Disclosurel etter,the Companyshallnot, nor shallit permitits Subsidiariego:

(i) commenceonstructiornf anyadditionalgeneratingtransmission
or deliverycapacityin exces®f 500 megawattsor

(i) obligateitself to purchaser otherwiseacquire or to sell or
otherwisedisposeof, or to share anyadditionalgeneratingtransmissioror delivery
plantsor facilities, in anamountin exces®f $25million in anyonetransactiongxceptas
setforth in the CompanyBudget. Any regulatoryorderpotentiallyimposinganysuch
obligationshallbeimmediatelyforwardedto Parent.

(n) Accounting.The Companyshallnot, nor shallit permitanyof its
Subsidiariego, makeanymaterialchangesn their accountingnethodsgxceptasrequiredby
law, rule, requlationor applicablegenerallyacceptedccountingorinciples.

(0) Tax Matters.The Companyshallnottakeanyactionwhich (or fail to take
anyactionif suchfailure) would causethe Mergerto fail to qualify asareorganizatiordescribed
in CodeSection368(a).

(p) No Breach.The Companyshallnot, nor shallit permitanyof its
Subsidiariego willfully takeor fail to takeanyactionthatwould or is reasonablyikely to result
(i) in amaterialbreachof anyprovisionof this Agreementpr (ii) in anyof its representations

Q) No Litigation. TheCompanyshallnot, nor shallit permitsanyof its
Subsidiariego, initiate anymaterialactions suits,arbitrationsor proceedings.

() Tax-ExemptStatus.The Companyshallnot, nor shallit permitanyof its
Subsidiariego, exceptasotherwiseexpresshprovidedfor in this Agreementtakeanyaction
thatwould bereasonablyikely to jeopardizethe gualificationof anymaterialamountof
outstandingevenuebondswhich qualify onthe datehereofunderSection142(a)of the Codeas
"exemptfacility bonds"or astax-exempindustrialdevelopmenbondsunderSection103(b)(4)

of 1986.
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(s) Advice of Changes.The Companyshallconferwith Parenton aregular
andfrequentbasiswith respecto the Company'dusinesandoperationsandothermatters
relevantto the Merger,andshallpromptlyadviseParentorally andin writing, of anymaterial
changeor event,including, without limitation, anycomplaint,investigationor hearingby any
Governmentabr RegulatoryAuthority (or communicationndicatingthe samemaybe
contemplatedpr the institution or threatof materiallitigation; providedthatthe Companyshall
not berequiredto makeanydisclosureto the extentsuchdisclosurewould constitutea violation

of anyapplicablelaw or regulation.

(1) Notice andCure. The Companywill notify Parentn writing of, andwill
useall commerciallyreasonableffortsto curebeforethe Closing,anyevent transactioror
circumstanceassoonaspracticalafterit become«nownto the Companythatcause®r will
causeanycovenanbr agreemenbdf the Companyunderthis Agreemento be breachedr that
rendersor will renderuntruein anymaterialrespectinyrepresentationr warrantyof the
Companycontainedn this Agreement. The Companyalsowill notify Parentin writing of, and
will useall commerciallyreasonableffortsto cure,beforethe Closing,anyviolation or breach,
assoonaspracticalafterit becomeknownto the Companyof anyrepresentationyarranty,
covenanbr agreemeniadeby the Company. No noticegiven pursuanto this paragraptshall
haveanyeffectontherepresentationgyarrantiescovenant®r agreementsontainedn this
Agreementor purpose®f determiningsatisfactiorof anyconditioncontainecherein.

(u) Fulfillment of Conditions. Subjectto thetermsandconditionsof this
Agreementthe Companywill takeor causeo betakenall commerciallyreasonablasteps
necessaryr desirableandwill proceedliligently andin goodfaith to satisfyeachconditionto its
obligationscontainedn this Agreementindto consummat@andmakeeffectivethetransactions
contemplatedby this Agreementandthe Companywill not, norwill it permitanyof its
Subsidiariego, takeor fail to takeanyactionthatwould reasonablye expectedo resultin the
nonfulfillment of anysuchcondition.

5.02 Covenants of Parent

. At all timesfrom andafterthe datehereofuntil the Effective Time, Parentcovenantand
agreesasto itself andits Subsidiarieghat(exceptasexpresslycontemplatedr permittedby this
Agreementpr to the extentthatthe Companyshall otherwisepreviouslyconsenin writing,
which consenshallnot be unreasonablwithheld or delayed):

(a) OrdinaryCourse. Parentandeachof its Subsidiarieshallconducttheir
businessesnly in, andParentandeachof its Subsidiarieshallnot takeanyactionexceptin, the
ordinarycourseconsistentvith pastpractice. Withoutlimiting the generalityof theforegoing,
Parentandits Subsidiarieshalluseall commerciallyreasonableffortsto preservantactin all
materialrespectgheir presenbusines®rganization@ndreputation o maintainin effectall
existingpermits,to keepavailablethe servicef their key officersandemployeesto maintain
their asset@andpropertiesn goodworking orderandcondition,ordinarywearandtearexcepted,
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to maintaininsuranceon their tangibleasset@andbusinesses suchamountsandagainstsuch
risks andlossesasarecurrentlyin effect,to preserveheir relationshipswith customerand
suppliersandothershavingsignificantbusinesglealingswith themandto complyin all material
respectswith all lawsandordersof all Governmentabr RegulatoryAuthoritiesapplicableto
them.

(b) CharterDocuments.Parentshallnot, nor shallit permitanyof its
Subsidiariego, amendor proposeto amendits certificateor articlesof incorporationor bylaws
or its memorandunandarticlesof associatiorfor othercomparableorporatecharter
documents).

(€) Dividends. Otherthanassetforth in the ParentBudget(asdefinedin
Section5.02(e)) Parentshallnot, nor shallit permitanyof its Subsidiariego,

(i) declare setasideor payanydividendson or makeotherdistributionsin respecbf any
of its capitalstockor sharecapital,except:

(A) thatParentmaycontinuethedeclaratiorandpaymentof reqular
cashdividends(includingincreasegonsistentvith pastpractice)
on ParentOrdinaryShareswith usualrecordandpaymentdates
for suchdividendsin accordancevith pastdividendpractice;
provided,thatno suchdividendshallexceedoy morethan12%the
dividendpayableduringthe prior fiscal yearin respecbf the
comparabldgime period,and

(B) for thedeclaratiorandpaymentof dividendsby a wholly-owned
Subsidiarysolelyto its parentcorporation and

(i) otherthanin connectiorwith therestructuringpf thetransactiongontemplated
herebypursuanto Section6.07,split, combine reclassifyor takesimilar actionwith
respecto anyof its capitalstockor sharecapitalor issueor authorizeor proposehe

capitalstockor comprisedn its sharecapital,(iii) adopta planof completeor partial
liguidation or resolutiongrovidingfor or authorizingsuchliguidationor adissolution,
merger consolidationyestructuringrecapitalizatioror otherreorganizatioror (iv) other
thanasdescribedn Section5.02(c)of the ParentDisclosureletter, directly or indirectly
redeemyrepurchaser otherwiseacquireanysharef its capitalstockor comprisedn its
sharecapitalor anyOptionwith respectheretoexcept:

(A) in connectiorwith intercompanyurchasegf capitalstockor
sharecapital,

(B) for the purposeof fundingemployeeshareownership dividend
reinvestmentstockpurchaseindotherincentiveplansdisclosedn
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Section5.02(c) of the ParentDisclosurel etterin accordancevith
pastpracticeor

(C) theredemptiorof the SpecialSharein accordancevith its terms.

(d) SharelssuancesParenshallnot, nor shallit permitanyof its
Subsidiariego, issue deliveror sell, or authorizeor proposetheissuancedeliveryor saleof, any
share9f its capitalstockor comprisedn its sharecapitalor any Optionwith respecthereto
(otherthan(i) upto 125million shareof ParentOrdinarySharedor generakcorporatepurposes,
(ii) theissuancef ParentOrdinarySharesr stockappreciationshareawardsor similar rights,
asthecasemaybe, pursuanto the ParentShareSchemesin eachcaseoutstandingn the dateof
this Agreementindin accordancevith their presentermsor pursuanto anyshareschemeof
Parentto be adoptedn the ordinarycourseconsistentvith pastpractice (iii) theissuancef
optionsor awardspursuanto ParentShareSchemesn accordancevith their presentermsand,
exceptassetforth in Section5.02(d)of the ParentDisclosureletter,only in connectiorwith the
hiring of newemployeesandtheissuancef shareof ParentOrdinarySharesiponexerciseof
suchoptionsor awards and(iv) theissuancdy a wholly-ownedSubsidiaryof its capitalstockto
its parentcorporation or modify or amendanyright of anyholderof outstandinghareof
capitalstockor Optionswith respecthereto.

(e) Acquisitions. Otherthanasprovidedin the 19990operatingoudgetof
Parenta copyof which hasbeendisclosedo anddiscussedvith the Companyor any
subsequently-adoptdulidgetof Parentdisclosedo the Company(collectively,the"Parent
Budget"),Parentshallnot, nor shallit permitanyof its Subsidiariego, acquire(by mergingor
consolidatingwith, or by purchasinga substantiabquityinterestin or a substantiaportionof the
asset®f, or by anyothermannerlanybusines®r anycorporation partnershipassociatioror
otherbusines®rganizatioror division thereof(i) in excesof £750million or (ii) if such
acquisitionwould havea materialadversaffecton Parentandits Subsidiariesakenasawhole,
without the prior written consenbf the Company.

) Dispositions. Otherthanasprovidedin the ParentBudget,Parentshall
not, nor shallit permitanyof its Subsidiarieso, sell, lease grantanysecurityinterestin or
otherwisedisposeof or encumbegnyof its asset®r propertiesptherthandispositiongn the
ordinarycourseof its businesgonsistentvith pastpracticeandhavinganaggregatealueof less
than£750million.

(Q) IndebtednessParentshallnot, nor shallit permitanyof its Subsidiaries
to, incur or guarante@nyindebtednes@includinganydebtborrowedor guaranteedr otherwise
assumedincluding, without limitation, theissuancef debtsecuritieor warrantsor rightsto
acquiredebt)or enterinto any"keepwell” or otheragreemento maintainanyfinancialcondition
of anotherPersoror enterinto anyarrangementavingthe economiceffect of anyof the
foregoing,otherthanindebtednesm anaggregat@mountnot exceedindl10%of the amountof
indebtednesprovidedfor in the ParentBudget.
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(h) Affiliate Contracts.Parenshallnot, norshallit permitanyof its
Subsidiarie®r, within the exerciseof its reasonableommerciakefforts, its Joint Venturesto,
enterinto any Contractor amendor modify anyexistingContract,or engagen anynew
transactioroutsidethe ordinarycourseof businesgonsistentvith pastpracticeor noton an
arm'slengthbasis with anyaffiliate of suchpartyor anyof its Subsidiaries.

(i) CapitalExpenditures.Parenthallnot, nor shallit permitanyof its
Subsidiariego, makeanycapitalexpenditure®r commitmentgexceptasrequiredby law or
regulation)in excesof 110%of the aggregat@mountprovidedfor suchpurposesn the Parent

Budget.

()] 1935Act. Parenshallnot, norshallit permitanyof its Subsidiariego,
engagean anyactivitieswhich would causea changen its status or thatof its Subsidiaries,
underthe 1935Act, includinganyactionor inactionthatwould causethe prior approvalof the

hereby.

(k) UK LicensingRegime. Parenshallnot, nor shallit permitanyof its
Subsidiariego, engagen anyactivitiesor omit to do anythingwhich would entitleany
Governmentabr RegulatoryAuthority to revokein whole or in materialpartanymaterial
license,authorizatioror appointmenbr which would otherwisemateriallychangehe statusof
Parentor anyof its SubsidiariegParentandits Subsidiariebeingreferredto asthe "Parent
Group")thereunder.

(0] TransmissionGeneration.Exceptassetforth in Section5.02(l) of the
ParentDisclosurel etter, Parentshallnot, nor shallit permitits Subsidiariego:

(i) commenceonstructiornf anyadditionalgeneratingtransmissioror
delivery capacityin excesf 500 megawattsor

(i) obligateitself to purchaser otherwiseacquire or to sell or otherwise
disposeof, or to share anyadditionalgeneratingtransmissioror deliveryplantsor
facilities, in anamountin exces®f $200million in anyonetransaction.

(m) Accounting. Parenshallnot, nor shallit permitanyof its Subsidiariego,
makeanychangesn their accountingnethodsgxceptasrequiredby law, rule, regulationor
applicablegenerallyacceptedccountingorinciples.

(n) Tax Matters.Parentshallnot, nor shallit permitanyof its Subsidiariego,
takeanyactionwhich (or fail to takeanyactionif suchfailure) would causehe Mergerto fail to
gualify asareorganizatiomescribedn Section368(a)of the Code.

(0) No Breach.Parentshallnot, nor shallit permitanyof its Subsidiariego,
willfully takeor fail to takeanyactionthatwould or is reasonablyikely to result(i) in a material
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breachof anyprovisionof this Agreementopr (ii) in anyof its representationandwarrantiesset
orth in this Agreemenbeinguntrueon andasof the ClosingDate.

—h

(p) Advice of Changes.Parenshallconferwith the Companyon areqular
andfrequentbasiswith respecto Parent'usinesandoperationandothermattersrelevantto
the Merger,andshallpromptlyadvisethe Companyorally andin writing, of anymaterialchange
or event,including, without limitation, anycomplaint investigationor hearingby any
Governmentabr RegulatoryAuthority (or communicatiorindicatingthe samemaybe
contemplateddr theinstitution or threatof litigation, having,or which, insofarascanbe
reasonablyoreseencould have,a materialadverseeffecton Parentandits Subsidiariegsakenas

providedthat Parentshallnot berequiredto makeanydisclosureo the extentsuchdisclosure
would constitutea violation of anyapplicablelaw or regulation.

(9) NoticeandCure. Parenwill notify the Companyin writing of, andwill
useall commerciallyreasonableffortsto curebeforethe Closing,anyevent transactioror
circumstanceassoonaspracticalafterit become&nownto Parentthatcause®r will causeany
covenanbr agreemendf Parentunderthis Agreemento bebreachear thatrendersor will
renderuntrueanyrepresentationr warrantyof Parentcontainedn this Agreement. Parenwill
alsonotify the Companyin writing of, andwill useall commerciallyreasonableffortsto cure,
beforethe Closing,anyviolation or breachassoonaspracticalafterit become&nownto Parent,
of anyrepresentationyarranty,covenanbr agreementadeby Parent. No noticegiven
pursuanto this paragraptshallhaveanyeffecton therepresentationsvarrantiescovenantor
agreementsontainedn this Agreemenfor purpose®f determiningthe satisfactiorof any
conditioncontainedherein.

(n Fulfillment of Conditions. Subjectto thetermsandconditionsof this
AgreementParentwill takeor causeto betakenall commerciallyreasonablstepsnecessargr
desirableandproceedliligently andin goodfaith to satisfyeachconditionto the Company's
obligationscontainedn this Agreementaindto consummat@andmakeeffectivethetransactions
contemplatedby this AgreementandParentwill not, norwill it permitanyof its Subsidiariego,
takeor fail to takeanyactionthatwould reasonablye expectedo resultin the nonfulfillment of
anysuchcondition.

5.03 Joint Executive Committee.

As soonaspracticableafterthe datehereof,Parentandthe Companyshall establisha joint
executivecommittee(the "Joint ExecutiveCommittee")which shallbe comprisedof three
nomineef Parentloneof whom,in thefirst instanceshallbe lan Robinson)andthree
nomineef the Companyoneof whom,in thefirst instanceshallbe Keith McKennon). The
Joint ExecutiveCommitteeshallbejointly chairedby lan RobinsorandKeith McKennonand
shall havethe objectiveof facilitating andachievingthe Mergercontemplatedhn this Agreement,
integrationplanning,strategicdevelopmentdevelopingecommendationsoncerninghe future
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structureandthe generalbperationof the Companyafterthe Effective Time subjectto applicable
law. TheJointExecutiveCommitteeshallmeetmonthlyin the United Statesor uponsuchother
dateor datesandin suchotherplaces asParentandthe Companymayagreefrom time to time
andmaybe convenedy telephoneyideoconferencer similar means.

5.04 Tax Matters

. Exceptassetforth in their respectiveDisclosurel etters,neitherPareninor the Companyshall,
nor shallanypartypermitits Subsidiarieso, makeor rescindanymaterialexpresor deemed
electionrelatingto taxesor changeanyof its methodf reportingincomeor deductiondor tax
purposedrom thoseemployedn the preparatiorof its tax return(s)for the prior taxableyear,
exceptasmayberequiredby applicablelaw or asagreedo by the otherparty. The Company
shallinform Parentregardingthe progresf anymaterialclaim, action,suit, litigation,
proceedingarbitration,investigation auditor controversyelatingto taxesandshall consultwith
Parentbeforeenteringinto anysettlement®r compromisesvith regardto suchmatters.

5.05 Discharge of Liabilities

dischargeor satisfyanymaterialclaims,liabilities or obligations(absoluteaccruedassertear
unasserted;ontingentor otherwise) otherthanthe paymentdischargeor satisfactionin the
ordinarycourseof businesgonsistentvith pastpractice(which includesthe paymentof final
andunappealablgidgmentspr in accordancevith their terms,of liabilities reflectedor reserved
againstin, or contemplatedby, the mostrecentconsolidatedinancial statementgor the notes
thereto)of suchpartyincludedin suchparty'sreportsfiled with the SECor the Reqistrarof
Corporationsn Edinburghor incurredin the ordinarycourseof businesgonsistentvith past

practice.

5.06  Contracts

businessffortsto renewanymaterialcontractor agreemento which suchpartyor any
Subsidiaryof suchpartyis a partyor waive,releaseor assignany materialrightsor claims.

5.07 No Solicitations

. (a) Exceptasdisclosedn Section5.07 of the CompanyDisclosurel etter, prior to the
Effective Time, the Companyagreedi) thatneitherit nor anyof its Subsidiarie®r other

definedin Section9.12)notto, initiate, solicit or encouragedirectly or indirectly, anyinquiries
or themakingor implementatiorof anyproposalbr offer (including, without limitation, any
proposalor offer to its stockholdersyith respecto a merger consolidatioror otherbusiness
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combinationincludingthe Companyor anyof its Subsidiarie®r anyacquisitionor similar
transaction(including, without limitation, atenderor exchangeffer) involving the purchasef
(A) all or anysignificantportionof the asset®f the Companyandits Subsidiarietakenasa
whole, (B) 5% or moreof the outstandingsharef CompanyCommonStockor (C) 5% of the
outstandingshareof the capitalstockof any Subsidiaryof the Company(anysuchproposalor
offer beinghereinaftereferredto asan"Alternative Proposal") or engagen anynegotiations
concerningpr provideanyconfidentialinformationor datato, or haveanydiscussionsvith, any
personor grouprelatingto an Alternative Proposalexcludingthetransactiongontemplatedby
this Agreement)pr otherwisefacilitate anyeffort or attemptto makeor implementan
Alternative Proposal{ii) thatit will immediatelyceaseandcauseto beterminatedanyexisting
activities,discussion®r negotiationwith anypartieswith respecto anyof theforegoing,andit
will takethenecessargtepsto inform suchpartiesof its obligationsunderthis Section;and(iii)
thatit will notify Parenfpromptlyif anysuchinquiries,proposal®or offersarereceivedoy, any
suchinformationis requestedrom, or anysuchnegotiation®r discussiongresoughtto be
initiated or continuedwith, it or anyof suchpersonsprovided,however thatnothingcontained
in this Section5.07(a)shall prohibit the Boardof Directorsof the Companyfrom (i) furnishing
informationto (but only pursuanto a confidentialityagreemenin customaryorm andhaving
termsandconditionsno lessfavorableto the Companythanthe ConfidentialityAgreement{as
definedin Section6.01))or enteringinto discussion®r negotiationwith anypersonor group
that makesanunsolicitedbonafide AlternativeProposaljf, andonly to the extentthat, prior to
receiptof the CompanyStockholdersApproval,(A) the Boardof Directorsof the Company,
baseduponthe adviceof outsidecounseldeterminesn goodfaith thatafailure to performsuch
actioncouldreasonablype expectedo resultin a breachof its fiduciary dutiesto stockholders
imposedby law, (B) the Boardof Directorshasreasonablgoncludedn goodfaith (after
consultatiorwith its financialadvisorsXhatthe personor groupmakingsuchAlternative
Proposabwill haveadequateource®f financingto consummatsuchAlternative Proposal(C)
the Boardof Directorshasreasonablgoncludedn goodfaith thatsuchAlternative Proposals
morefavorableto the Company'stockholderghanthe Merger, (D) prior to furnishingsuch
informationto, or enteringinto discussion®r negotiationwith, suchpersonor group,the
Companyprovideswritten noticeto Parento the effectthatit is furnishinginformationto, or
enteringinto discussion®r negotiationswith, suchpersonor group,which noticeshallidentify
suchpersonor groupin reasonableletail,and(E) the CompanykeepsParentappropriately

complyingwith Rule 14e-2promulgatedinderthe ExchangeAct with regardto an Alternative
Proposal. Nothingin this Section5.07shall (x) permitthe Companyto terminatethis Agreement
(exceptasspecificallyprovidedin Article VIII), (y) permitthe Companyto enterinto any
agreementvith respecto anAlternative Proposafor solong asthis Agreementemainsn effect
(it beingagreedhatfor solong asthis Agreementemainsn effect,the Companyshallnot enter
into anyagreementith anypersonor groupthatprovidesfor, or in anyway facilitates,an
Alternative Proposalotherthana confidentialityagreementinderthe circumstancedescribed
above)) or (z) affectanyotherobligationof the Companyunderthis Agreement.

(b) Parentagreeghat (i) neitherit nor anyof its Subsidiarie®r otheraffiliates
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Section9.12)notto, initiate, solicit or encouragedirectly or indirectly, anyinquiriesor the
makingof anyproposalor offer (including, without limitation, anyproposalor offer to its
shareholdersyith respecto anytransactiorthatwould constitutea Changeof Control(as
definedin Section8.01(e)) (ii) it will notify the Companypromptlyif anysuchinquiries,
proposalor offersarereceivedoy Parentand(iii) will keepthe Companyappropriatelyinformed
of the statusof anysuchinquiries,proposalor offers.

5.08 Conduct of Business of Merger Sub

. (8) MergerSubshallnot beformeduntil immediatelyprior to the ClosingDate.

(b) Prior to the Effective Time, ParentshallcauseMergerSubto (i) perform
its obligationsunderthis Agreemenin accordancevith its terms,(ii) notincur directly or
indirectly anyliabilities or obligationsotherthanthoseincurredin connectiorwith the Merger,

into anyagreementsr arrangementwith anypersonor be subjectto or boundby anyobligation
or undertakingwhich is not contemplatedby this Agreementnd(iv) not create grantor suffer
to existanyLien uponits propertier assetsvhich would attachto anypropertieor asset®f
the Surviving Corporationafterthe Effective Time.

5.09 Third Party Standstill Agreements

. Duringthe periodfrom the dateof this Agreementhroughthe Effective Time, neitherthe
Companynor anyof its Subsidiarieshallterminate amend modify or waive anyprovisionof
any confidentialityor standstillagreemento which it is a party. Duringsuchperiod,the
Companyshallenforce to thefullest extentpermittedunderapplicablelaw, the provisionsof any
suchagreementincluding, but not limited to, by obtaininginjunctionsto preventanybreache®f
suchagreementandto enforcespecificallythe termsandprovisionsthereofin anycourthaving

jurisdiction.

5.10 Control of Other Party's Business

. Nothingcontainedn this Agreemenshallgive the Companydirectly or indirectly, theright to
control or directParent'operationgrior to the Effective Time. Nothingcontainedn this
Agreemenshallgive Parentdirectly or indirectly, theright to controlor directthe Company's
operationgrior to the Effective Time. Priorto the Effective Time, eachof the Companyandthe
Parentshallexerciseconsistentvith thetermsandconditionsof this Agreementcomplete
controlandsupervisioroverits respectiveoperations.
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ARTICLE VI
ADDITIONAL AGREEMENTS

6.01 Access to Information.

Eachof the CompanyandParentshall,andshall causeeachof its Subsidiariegand,solong as
consisteniith its confidentialityobligationsunderits JointVentureagreementshalluse
commerciallyreasonableffortsto causdts JointVenturesto, throughouthe periodfrom the
datehereofto the Effective Time, (i) providethe otherandits Representativesith full access,
uponreasonabl@rior noticeandduringnormalbusines$ours,to all officers, employeesagents
andaccountantsf the CompanyandParentasthe casemaybe,andits SubsidiarieandJoint
Venturesandtheir respectiveassetspropertiespooksandrecords but only to the extentthat
suchaccessloesnot unreasonablinterferewith the busines@&ndoperation®f the Companyand
Parentasthe casemaybe,andits SubsidiarieandJointVenturesand(ii) furnishpromptlyto
suchpersongx) a copyof eachreport,statementscheduleandotherdocumenfiled or received
by the CompanyandParentasthe casemaybe,or anyof its SubsidiarieandJointVentures
pursuanto therequirement®f federalor statesecuritiedaws andeachmaterialreport,
statementscheduleandotherdocumenfiled with anyotherGovernmentabr Regulatory
Authority, and(y) all otherinformationanddata(including, without limitation, copiesof
ContractsCompanyEmployeeBenefit Plans.andotherbooksandrecords)oncerninghe

JointVenturesassuchpartyor anyof suchotherpersongeasonablynayrequest.No
investigationpursuanto this paragraplor otherwiseshall affectanyrepresentationr warranty
containedn this Agreemenbr anyconditionto the obligationsof the partieshereto. Any such
informationor materialobtainedpursuanto this Section6.01thatconstitutesReview Material"
(assuchtermis definedin the letteragreementlatedasof Octoberl2, 1998betweerthe
CompanyandParentthe "Confidentiality Agreement™")shallbe governedoy the termsof the
ConfidentialityAgreement.

6.02 Preparation of Registration Statement and P&taiement

. As soonaspracticableafterthe dateof this Agreementthe Companyshall,in cooperatiorwith
Parent prepareghe Proxy StatemenandParentshall,in cooperatiorwith the Companyprepare
the ReqistratiorStatementin which the Proxy Statementvill beincludedasthe prospectus.The
Companyshall,in cooperatiorwith Parentfile the Proxy Statemenwith the SECasits
preliminaryProxy StatemenaindParentshall,in cooperatiorwith the Company prepareandfile
with the SECthe RegistrationStatemenin which the Proxy Statemenwill beincludedasthe
prospectus.Parentandthe Companyshallusecommerciallyreasonableffortsto havethe
ReqistrationStatementleclareceffectiveby the SECaspromptlyaspracticableafter suchfiling.
Parentandthe Companyshall alsotakeanyaction(otherthangqualifying asa foreign corporation
or takinganyactionwhich would subjectit to serviceof processn anyjurisdictionwhereParent
is not now soqualified or subject)requiredto betakenunderapplicablestateblue sky or
securitiedawsin connectiorwith theissuancef ParentADRs or MergerOrdinarySharesn
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connectiorwith the Merger. If atanytime prior to the Effective Time anyeventshalloccurthat
shouldbe setforth in anamendmenof or asupplemento the RegistratiorStatementParent
shallprepareandfile with the SECsuchamendmentr supplemenassoonthereafte@sis
reasonablyracticable. Parentandthe Companyshall cooperatevith eachotherin the
preparatiorof the ReqistratiorStatemenandthe Proxy Statemenandanyamendmenbr
supplementhereto andeachshallnotify the otherof the receiptof anycommentof the SEC
with respecto the ReqgistratiorStatemenbr the Proxy Statemenandof anyrequestdy the SEC
for anyamendmenor supplementheretoor for additionalinformation,andshallprovideto the
otherpromptlycopiesof all correspondenceetweerParentor the Companyasthe casemaybe,
or anyof its Representativewith respecto the ReqgistratiorStatemebr the Proxy Statement.
Parentandthe Companyshallgive the otherandits respectiveeounsekhe opportunityto review
the ReqistratiorStatemenaindthe Proxy Statemenaindall response$o requestgor additional
informationby andrepliesto commentf the SECbeforetheir beingfiled with, or sentto, the
SEC. Eachof the CompanyandParentagreeso usecommerciallyreasonablefforts, after
consultatiorwith eachother,to respondoromptlyto all suchcommentof andrequestdy the
SECandto causgx) the ReqistratiorStatemento be declaredeffectiveby the SECatthe
earliestpracticabldime andto bekepteffectiveaslong asis necessaryo consummaté¢he
Merger,and(y) the Proxy Statemento be mailedto the holdersof CompanyCommonStockand

the earliestpracticabldime.

6.03  Approval of Shareholders.

(a) Parentshall,throughits Boardof Directors,duly call, give noticeof,
conveneandhold a generaimeetingof its shareholderéhe"ParentShareholderdMeeting"), for

Directorsto allot, the ParentOrdinarySharesn the Mergerandunderthe CompanyStockPlans
afterthe Mergerin accordancevith this Agreemen{the"ParentShareholderdpproval").
Unlessthe Boardof Directorsof Parentbaseduponthe adviceof outsidecounseldeterminesn
goodfaith thatmakingsuchrecommendatiorgr failing to amendmodify or withdrawany
previouslymaderecommendatior;ouldreasonablype expectedo resultin a breachof its
fiduciary dutiesto shareholdergnposedby law, Parentshall,throughits Boardof Directors,
includein the Circulartherecommendatioof the Boardof Directorsof Parentthatthe
shareholdersf Parentapprovesuchmatters andshall useits reasonabl&esteffortsto obtain
suchapproval. In connectiorwith the ParentShareholdergvleeting,subjectto applicabldaw,
(i) Parentshall,assoonaspracticableafterthe dateof this Agreementandin accordancevith the
listing rulesof the LSE, prepareandsubmitto the LSE for approvalthe CircularandtheListing
Particularsandshalluseall reasonableffortsto havesuchdocumentgormally approvedoy the
LSE andshallthereaftepublishthe Circularandthe Listing Particularsaanddispatchthe Circular
to its shareholdersh compliancewith all legalrequirementgpplicableto the Parent
StockholderdMeetingandthelisting rulesof the LSE and(ii) if necessanafterthe Circularhas
beensodispatchedpromptlypublishor circulateamendedsupplementabr supplemented
materialsand,if requiredin connectiortherewith,resolicitvotes. In the eventthatthe Parent
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the ParentShareholderdVeetingis initially convenedthe Boardof Directorsof Parentagreego
useits reasonabléesteffortsto adjournsuchParentShareholderdveetingfor the purposeof
obtainingthe ParentShareholderd@pproval andto usecommerciallyreasonableffortsduring
anysuchadjournment$o obtainthe ParentShareholder#pproval.

(b) The Companyshall,throughits Boardof Directors,duly call, give notice
of, conveneandhold a meetingof its stockholdergthe"CompanyStockholdersMeeting")for
the purposeof voting on the approvalof this Agreemen{the "CompanyStockholders'
Approval") assoonasreasonablyracticableafterthe datehereof. Unlessthe Boardof Directors
of the Companypasedon the adviceof outsidecounseldeterminesn goodfaith thatmaking
suchrecommendatiorgr failing to amend modify or withdrawanypreviouslymade
recommendatiorgouldreasonablype expectedo resultin a breachof its fiduciary dutiesto
stockholdersmposedby law, the Companyshall, throughits Boardof Directors,includein the
Proxy Statementherecommendationf the Boardof Directorsof the Companythatthe
stockholderof the Companyapprovethis Agreementandshall useits reasonabl®esteffortsto
obtainsuchapproval. The Companyshallconsultanddiscussn goodfaith with Parent
regardingthe alternativesavailablefor obtainingthe CompanyStockholdersApproval. In the
eventthatthe CompanyStockholdersApprovalis not obtainedwithout the vote havingbeen
takenon the dateon which the CompanyStockholdersMeetingis initially convenedihe Board
of Directorsof the Companywill useits reasonabl®esteffortsto adjournsuchCompany
StockholdersMeetingfor the purposeof obtainingthe CompanyStockholdersApprovalandto
usecommerciallyreasonablefforts duringanysuchadjournments$o obtainthe Company
StockholdersApproval.

(€) Parentshall,throughits Boardof Directors,atthe Annual General
Meetingof Parentextfollowing the dateof this Agreementincludefor consideratiorby its
shareholderand,subjectto its fiduciary duties,recommendhe approvalof a resolutionto
approveamendmentso the Articles of Associationof Parentin orderto provide,to the extent
reasonablyossible for the holdersof ParentADRSs substantiallythe samerights asholdersof
ParentOrdinarySharego receivenoticeof, attend speakandvote at generalmeetingof holders
of ParentOrdinaryShareqgthe"ADR HolderProposal”). In theeventthe ADR HolderProposal
is not adoptedby Parent'shareholderat suchAnnual GeneraMeeting,Parentshall, throughits
Boardof Directors,includefor consideratiorby its shareholderand,subjectto its fiduciary
duties,recommendpprovalof the ADR HolderProposaht Parent'sAnnual GeneraMeeting
nextfollowing the Effective Time.

6.04 Company Affiliates

. At leastthirty (30) daysprior to the ClosingDatethe Companyshalldeliveraletterto Parent
identifying all personswvho, atthetime of the CompanyStockholdersMeeting,may, in the
Company'seasonablgudgment be deemedo be "affiliates" (assuchtermis usedin Rule 145
underthe SecuritiesAct) of the Company("CompanyAffiliates"). The Companyshalluseits
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besteffortsto causeeachCompanyAffiliate to deliverto Parenton or prior to the ClosingDatea
written agreemensubstantiallyn theform andto the effectof Exhibit B hereto(an"Affiliate
Agreement”). Parenshallbe entitledto placelegendsasspecifiedin suchAffiliate Agreements
onthecertificatesevidencinganyParentADSsto bereceivedoy suchCompanyAffiliates

transferagentfor the ParentADSs, consistentvith thetermsof suchAffiliate Agreements.

6.05 Auditors' Letters

otherpartyandsuchotherparty'sBoardof Directorsa |letter of its independenauditors datedthe
dateonwhichthe ReqistratiorStatemensghall becomeeffective,andaddressetb the otherparty
andsuchotherparty'sBoardof Directors,in form andsubstanceustomaryor "comfort” letters
deliveredby independenpublic accountantgn connectiorwith registrationstatementgn Form
E-4andFormS-4.

6.06 Stock Exchange Listing; Deposit Agreement

. (a) Parenshalluseits commerciallyreasonablefforts,andthe Companyshallcooperaten

StockPlansafterthe Mergerin accordancavith this Agreemento be approvedor listing onthe
NYSE, subjectto official noticeof issuanceprior to the ClosingDate;and(b) eachof (i) the
ParentOrdinarySharego berepresentetly the ParentADSsto beissuedn the Mergerto be
admittedto the Official List of theLondonStockExchangeand(ii) the MergerOrdinaryShares

(b) Following the executionof this AgreementParentshallpromptlyprepare
andshalluseits commerciallyreasonableffortsto haveexecutedanamendmento the Deposit
Agreementdatedasof Decembei 8,1991,asamendeandrestatechsof Septembed, 1997,
amongParent The Bankof New York andthe holdersof ParentADRSs thereunderandshalltake
suchotheractionasmayreasonablyperequired all ontermsandconditionsreasonably
satisfactoryto the Companythatwill provideholdersof ParentADRs with theright to
(i) participatein rights offerings,(ii) attendParentshareholdemeetings(iii) speakat Parent
shareholdemeetings(iv) call for apoll at Parentshareholdemeetings(v) examinedocuments
madeavailableat Parentshareholdemeetings(vi) instructthe Depositoryto voteits Parent
ADSsin apatrticularfashion,(vii) generallybe countedndividually aspresentand/orvoting
with respecto resolutionsadoptedat Parentshareholdemeetingsand(viii) decideat Parent

holdersof ParentOrdinaryShares.

6.07 Restructuring of Merger

. Thepartiesexpresslyacknowledgeandagreethat, althoughit is their currentintentionto effect

59

NY1:#3196199v6



abusinesgombinationamongthemselvesn the form contemplatedby this Agreementit may
be preferableo effectuatesucha businesgombinationby meanf analternativestructurein
light of the conditionssetforth in Sections7.01(i),7.02(d)and7.03(d). Accordingly,if theonly
conditionsto the parties'obligationsto consummatéhe Mergerwhich arenot satisfiedor waived
arereceiptof anyoneor moreof thosesetforth in Sections7.01(i),7.02(d)and7.03(d),andthe
adoptionof analternativestructure(that otherwisesubstantiallypreservegor the partiesthe
economicandothermaterialbenefitsof the Merger)would resultin suchconditionsbeing
satisfiedor waived,thenthe partiesshallusetheir respectivaeasonabldesteffortsto effecta
businesgombinatioramongthemselve®y meanf a mutuallyagreeduponstructureother
thanthe Mergerthatso preservesuchbenefits;providedthat, prior to closinganysuch
restructuredransactionall materialthird partyandGovernmentahndRequlatoryAuthority
declarationsfilings, registrationspotices authorizationsconsent®r approvalsnecessaryo
effectsuchalternativebusinesgombinationshallhavebeenobtainedandall otherconditionsto
the parties'obligationsto consummat¢he Merger,asappliedto suchalternativebusiness
combination shallhavebeensatisfiedor waived. Thepartiesfurtheragreethat, underthe

Scheduldl.

6.08 Requlatory and Other Approvals

. Subjectto thetermsandconditionsof this Agreemenandwithout limiting the provisionsof
Sections$.02,6.03and6.06,eachof the CompanyandParentshalljointly developaregulatory
approvalplanandproceecdcooperativelyandin goodfaith to, aspromptlyaspracticable(i)
obtainall consentsapprovalr actionsof, makeall filings with andgive all noticesto
Governmentabr RegulatoryAuthoritiesor anyotherpublic or privatethird partiesrequiredof
Parentthe Companyor anyof their Subsidiarie®r JointVenturesto consummat¢he Merger
andthe othermatterscontemplatedhereby(includingwithout limitation thosesetforth on
Section3.04 of the CompanyDisclosurel_etterandSectiond4.04 of the ParentDisclosurel_etter),
and(ii) providesuchotherinformationandcommunication$o suchGovernmentabr Regulatory
Authoritiesor otherpublic or privatethird partiesasthe otherpartyor suchGovernmentabr
RequlatoryAuthoritiesor otherpublic or privatethird partiesmayreasonablyequesin
connectiortherewith. In additionto andnotin limitation of theforegoing,eachof the parties
will (w) takepromptlyall actionsnecessaryo makethefilings requiredof Parentandthe
Companyor their affiliatesunderthe HSR Act andto complywith filing andapproval
requirement®f the FERCandeachstateGovernmentabr RegulatoryAuthority, (x) complyat
the earliestpracticabledatewith anyrequesfor additionalinformationreceivedby suchpartyor
its affiliatesfrom the FederalTradeCommissionthe"FTC") or the Antitrust Division of the
Departmenbf Justice(the "Antitrust Division") pursuanto the HSR Act, (y) cooperatevith the
otherpartyin connectiorwith suchparty'sfilings underthe HSR Act andin connectiorwith
resolvinganyinvestigationor otherinquiry concerninghe Mergeror the othermatters
contemplatedby this Agreementommencedby eitherthe FTC or the Antitrust Division or state
attorneygeneralbr by the FERCor any StateGovernmentabr RegulatoryAuthority having
jurisdictionwith respecto the Mergeror anothertransactiorcontemplatedby this Agreement,
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and(z) provideto the otherpromptlycopiesof all correspondenceetweersuchpartyandthe

applicableGovernmentabr RequlatoryAuthority with respecto anyfilings referredto in this
Section6.08,andshallgive the otherpartythe opportunityto reviewsuchfilings andall
responseto requestdor additionalinformationby suchGovernmentabr RequlatoryAuthority

prior to their beingfiled therewith.

6.09 Employee Benefit Plans

remainin effectuntil the secondanniversaryf the Effective Time or, to the extentsuch
CompanyEmployeeBenefit Plansarenot continued Parentwill maintainuntil suchdatebenefit

EmployeeBenefitPlansprovided,however thatnothingcontainechereinshallbe construedas
requiringParentor the Surviving Corporationto continueanyspecificplanor aspreventing
Parentor the Surviving Corporationfrom (a) establishingand,if hecessaryseekingshareholder
approvalto establishanyotherbenefitplansin respecof all or anyof the employeesoveredoy
suchCompanyEmployeeBenefitPlansor anyotheremployeesor (b) amendingsuchCompany
EmployeeBenefitPlans(or anyreplacemenbenefitplanstherefor)whererequiredby applicable
law or wheresuchamendmenis with the consenbf the affectedemployees.Fromandafterthe
Effective Time, Parentshallhonor,andshall causdts Subsidiariego honor,in accordancevith
its expresgerms,eachexistingemploymentchangeof control, severancendtermination
agreemenbetweerthe Companyor anyof its Subsidiariesandanyofficer, directoror employee
of suchcompanyincludingwithout limitation all legalandcontractuabbligationspursuanto
outstandingestoratiorplans,severanc@lans,bonusdeferralplans,vestedandaccruedenefits
andsimilar employmentindbenefitarrangementgoliciesandagreementghathavebeen
disclosedo Parentasof the datehereofandotherobligationsenterednto in accordancevith
Sectionss.01(d)and(h).

6.10 Company Stock Plan

. (a) At theEffective Time, eachoutstandingptionto purchasehareof CompanyCommon
Stock(a"CompanyStockOption™) underthe CompanyOptionPlan,whethervestedor unvested,
shallbe convertednto anoptionto acquire onthe sametermsandconditionsaswereapplicable
undersuchCompanyStockOption,exceptasamendedy this Section6.10,a numberof Parent
ADSsequalto the product(roundeddownto the nearestvhole number)of (i) the numberof
shareof CompanyCommonStocksubjectto the optionimmediatelyprior to the Effective Time
and(ii) the ADS Consideratiorandthe optionexerciseprice perParentADS at which such
optionis exercisableshallbethe amount(roundedup to the nearestvhole cent)obtainedby
dividing (iii) theoptionexerciseprice pershareof CompanyCommonStockat which such
optionis exercisabléemmediatelyprior to the Effective Time by (iv) the ADS Consideration;
provided,however that,in the caseof any CompanyStockOptionto which Section421 of the
Codeappliesby reasorof its qualificationunderanyof Sections122-424of the Code("qualified
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stockoptions"),the optionexerciseprice,the numberof sharesvhich maybe acquiredoursuant
to suchoptionandthetermsandconditionsof exerciseof suchoptionshallbedeterminedn
orderto complywith Section424(a)of the Code;provided further,that,underno circumstances
shallthe optionexerciseprice perParentADS belessthanthe aggregatgarvalueof the Parent
OrdinarySharegepresentetly a ParentADS.

(b) As soonaspracticableafterthe Effective Time, Parentshalldeliverto the
participantsn the CompanyOption Planappropriatenoticessettingforth suchparticipantstights
pursuantheretoandthe grantspursuanto the CompanyOption Planshallcontinuein effecton
the sametermsandconditions(subjectto the adjustmentgequiredby this Sectionaftergiving
effectto the Merger).

(€) Parentshalltakeall corporateactionnecessaryo havea sufficientnumber
of shareof ParentADSs availablefor deliveryunderthe CompanyOption Planasadjustedn
accordancevith this Section. As soonaspracticableafterthe Effective Time, Parentshallfile a
registrationstatemenon Form F-8 promulgatedy the SECunderthe SecuritiesAct (or any
successoor otherappropriatdorm) with respecto the ParentADSs subjectto suchoptionsand
shalluseits reasonabl®esteffortsto maintainthe effectivenes®f suchreqistrationstatemenor
registrationstatementgandmaintainthe currentstatusof the prospectu®r prospectuses
containedherein)for solong assuchoptionsremainoutstanding.

(d) For purpose®f Section2.01(c),CompanyCommonStockshallinclude
sharesf restrictedCompanyCommonStockissuedunderthe Company'sNon-Employee
Director'sStockCompensatioflan,StocklncentivePlanandLong Term IncentivePlan
(collectively, the"CompanyRestrictedStockPlans"). The Companyshalltakeall corporate
actionnecessargndobtainall relevantconsent$o ensurethatthe consideratiomeceivedunder
suchSection2.01(c)uponthe conversiorof eachoutstandinghareof restrictedCompany
CommonStockwill continueto be subjectto the samerestrictionshatsuchsharesveresubject
to underthe CompanyRestrictedStockPlansandthe applicableawardagreementthereunder,
including, without limitation, anyforfeiture restrictionssubjectto amendmenbr modificationof
suchplansor awardagreemento reflectactionof the Boardof Directorsof the Companytaken

6.11 Directors' and Officers' Indemnification andurance

. (a) Exceptto the extentrequiredby law, until the sixth anniversaryf the Effective Time,
Parentwill nottakeanyactionsoasto amendmaodify or repealthe provisionsfor
indemnificationof directorsor officers containedn the certificateor articlesof incorporationor
bylaws (or othercomparableharterdocumentspf the Surviving Corporatiorandits
Subsidiariegwhich afterthe Effective Time shallbe substantiallyidenticalto thoseof the
Companyin effecton the datehereof)in sucha manneraswould adversehaffecttherights of
anyindividual who shallhaveservedasa directoror officer of the Companyor anyof its
Subsidiariegrior to the Effective Time to be indemnifiedby suchcorporationgn respecbf their
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servingin suchcapacitiegrior to the Effective Time.

(b) Parentandthe Surviving Corporationshall, until the sixth anniversaryof
the Effective Time, cause€o be maintainedn effect, to the extentavailable the policiesof
directors'andofficers'liability insurancanaintainecby the Companyandits Subsidiarieasof
the datehereof(or policiesof at leastthe samecoverageandamountsontainingtermsthatare
no lessadvantageout® theinsuredparties)with respecto claimsarisingfrom factsor events
thatoccurredon or prior to the Effective Time; providedthatin no eventshall Parentor the
Surviving Corporationbe obligatedto expendn orderto maintainor procureinsurancecoverage
pursuanto this paragraptanyamountperannumin exces®f two hundredpercent(200%)of the
aggregatgremiumspayableby the Companyandits Subsidiariesn 1998(onanannualized
basis)for suchpurpose.

6.12 Parent Governance; Additional Matters.

(a) Subjectto the exerciseof fiduciary dutiesandto the extentpermittedby applicableaw,
Parent'8Boardof Directorsshalltakeactionto causethefull Boardof Directorsof Parentatthe
Effective Time to includeKeith McKennon,asDeputyChairmanof Parentandtwo additional
non-executivenemberof the Company'surrentBoardof Directorsto bedesignatedby the
Companyat leastthirty (30) daysprior to the Effective Time.

Parentshall, promptlyfollowing the Effective Time, causecertainof the non-
executivememberof the Company'8Boardof Directorsimmediatelyprior to the Effective Time
who do not becomedirectorsof Parenfpursuanto Section6.12(a)hereof,andwho arewilling to
soserve to beelectedor appointecasmemberof anadvisoryboard(the "Advisory Board")
establishedby the Companythefunctionof which shallbeto meetno lessfrequentlythansemi-
annuallyin orderto advisethe Company'Boardof Directorswith respecto generabusines®as
well asopportunitiesandactivitiesin the Company'snarketareaandto maintainanddevelop
customerrelationships.The Advisory Boardshallbe chairedby lan Robinsonandshallalso
include DuncanWhyte, RichardO'Brien,andsuchotherrepresentativeBom the communities
servedby the Company(includingbut not limited to non-executivenemberf the Company's
Boardof Directorsimmediatelyprior to the Effective Time) asshallbe mutuallyagreedby lan
RobinsonandKeith McKennon. Thememberof the Advisory Boardwho arewilling to so
serveinitially shallbeelectedor appointedor atermof two years. Parentagreego causehe
Companyto re-elector re-appointeachof theinitial memberof the Advisory Boardto one
successivene-yeatermfollowing theinitial term; provided,however thatParentshallhaveno
obligationto causehe Companto elector appoint,or re-elector re-appointandmaycausehe
Companyto remove anymembelif Parentreasonablyletermineghatsuchmemberhasa
conflict of interestthatcompromisesuchmember'ability to serveeffectivelyasa memberof
the Advisory Boardor anycauseexiststhatotherwisewould allow for removalof suchpersonas
adirectorof the Companyif suchpersorwerea memberof the Company'88oardof Directors.

(a)immediatelyfollowing the Effective Time, the Company'dJnited States
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headquartershall continueto bein Portland Oregon. In recognitionof Parent'commitmento
the communityof Portlandandthe Stateof Oregon following the Effective Time Parentwill
contributeto The PacifiCorpFoundatiorthe sumof $5 million.

6.13 Expenses

. Exceptassetforth in Section8.02,whetheror notthe Mergeris consummatedll costsand
expensemcurredin connectiorwith this Agreementindthetransactiongontemplatedhereby
shall be paid by the partyincurringsuchcostor expense.The Companyshallnot be obligated
for anyfeesor expenseselatingto Parent'©bligationto demonstrat¢he existenceof adequate
working capitalin connectiorwith thefiling of theListing Particulars. Notwithstandingany
provisionof this Agreementin no eventshallParentor anyaffiliate of Parenfpayanyexpenses
of the CompanyanyCompanyaffiliate or any Companystockholdein connectiorwith the
transactiongontemplatedby this Agreement.

6.14 Brokers or Finders

forth on Section6.14of the CompanyDisclosurel etter,no agent broker,investmenbanker,
financial advisoror otherfirm or persons or will beentitledto anybroker'sor finder'sfee or any
othercommissioror similar feein connectiorwith anyof thetransactiongontemplatedby this
AgreemenexceptSalomonSmith Barney,whosefeesandexpensesvill be paidby the
Companyin accordancevith the Company'sagreementvith suchfirm (atrueandcompletecopy

andMorganStanleyDeanWitter Discoverinc. whosefeesandexpensesvill be paidby Parent
in accordancavith Parent'agreementvith suchfirm (atrueandcompletecopyof which has

Parentandthe Companyshallindemnifyandhold the otherharmlesgrom andagainstanyand
all claims,liabilities or obligationswith respecto anyothersuchfee or commissioror expenses
relatedtheretoassertedby anypersonon the basisof anyactor statemenallegedto havebeen
madeby suchpartyor its affiliate.

6.15 Takeover Statutes

. If any"fair price","moratorium","control shareacquisition"or otherform of antitakeover
statuteor requlationshallbecomeapplicableto thetransactiongontemplatedhereby the
Companyandthe memberof the Boardof Directorsof the Companyshallgrantsuchapprovals
andtakesuchactionsasarereasonablyecessargothatthetransactiongontemplatedhereby
may be consummatedspromptlyaspracticableon thetermscontemplatedherebyandthereby
andotherwiseactto eliminateor minimizethe effectsof suchstatuteor regulationonthe
transactiongontemplatedherebyandthereby.

6.16 Conveyance Taxes
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. TheCompanyandParentshallcooperaten the preparationexecutionandfiling of all returns,
guestionnairesapplicationor otherdocumentgegardinganyreal propertytransferor gains,
salesuse transfervalueadded stocktransferandstamptaxesandduties,anytransfer,
recording reqistrationandotherfees,andanysimilar taxeswhich becomepayablein connection
with thetransactiongontemplatedby this Agreementhatarerequiredor permittedto befiled on
or beforethe Effective Time. The Companyshallpay, without deductionor withholding (except
wheresuchdeductionor withholdingis requiredby applicabldaw) from anyamountpayableto
the holdersof CompanyCommonStock,anysuchtaxeswhich becomepayablein connection
with thetransferof CompanyCommonStockin exchangdor the OrdinaryShareConsideration
andthe ADS Consideration.The Companyshallalsopayanystampduty or stampduty reserve
tax arisingin connectiorwith theissueof the ParentADSsandADRS.

6.17 Rate Matters

. Duringthe periodcommencingn the datehereofandendingon the Effective Date,the
Companyshall,andshallcausdts Subsidiariego, obtainParent'sapproval notto be
unreasonablwithheld or delayed prior to initiating anygenerakatecaseandshall consultwith
Parentprior to makinganymaterialchangesn its or its Subsidiaries’atesor chargesstandards
of serviceor accountingrom thosein effecton the datehereofandshallfurtherconsultwith
Parentprior to makinganyfiling (or anyamendmenthereto) or effectinganyagreement,
commitmentarrangemenbr consentwhetherwritten or oral, formal or informal, with respect
thereto.

6.18 Tax Matters

. Parentagreeghat:

(a) Prior to the ClosingDate,Parentwill makeanelectionpursuanto Section
301.7701-3f the U.S. Treasuryrequlationpromulgatedunderthe Codeto treatUKSub 1 and
UKSub 2 asentitiesdisregardecsseparatérom the Parentandwill notchangesuchelection
duringthe periodbeginningon the datesuchelectionis effectivefor U.S. federalincometax
purposesandendingon the datethatis threeyearsafterthe ClosingDate.

(b) Throughoutthe periodbeginningon the datethe electiondescribedn
Section6.18(a)of this Agreements effectivefor U.S.federalincometax purposeandending
onthedatethatis threeyearsafterthe ClosingDate,Parent: (i) will not makeanelectionunder
Section301.7701-3f theU.S. Treasuryreqgulationgdo treatUKSub 1 or UKSub2 asan
associatiortaxableasa corporationii) will directly ownthewhole of the sharecapitalof
UKSub 1 andUKSub2; and(iii) will causeJKSub1 andUKSub 2 to directly own all of the
equityinterestgn the Partnership.

(c) Throughoutthe periodbeginningat the Effective Time andendingon the
datethatis threeyearsafterthe ClosingDate,the Partnershipvill directlyown all of the
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CommonStockof the Surviving Corporation exceptfor contributionto a controlledsubsidiary
describedn CodeSection368(a)(2)(Clandthe requlationgpromulgatedhereunder.

(d) Throughoutthe periodbeginningat the Effective Time andendingon the
datethatis threeyearsafterthe ClosingDate,noneof Parent UKSub 1, UKSub?2, the
Partnershippor anyotheraffiliate of Parenwill redeemacquire convert,exchangeor causethe
Companyor anyaffiliate of the Companyto acquire convertor exchanger arrangefor another
personto acquire convertor exchangenyof the ADS Consideratioror the OrdinaryShare
ConsiderationunlessParenthasreceiveda written opinion of counsekhatsuchactionwill not
causethosepersonsvho werestockholder®f the Companyat thetime of the Mergerto
recognizegainor lossfor US federalincometax purposegitherwith respecto the Mergeror
with respecto a subsequergxchanger conversion;

(e) NeitherParentor anyaffiliate of Parenwill, directlyor indirectly, pay
anyexpensencurredby (i) the Company(ii) anyaffiliate of the Companyor (iii) anyCompany
stockholderjn eachcasejn connectiorwith thetransactiongontemplatedby this Agreement.

(f) For aperiodof threeyearsfollowing the ClosingDate,without the receipt
of awritten opinion of counsekhatsuchactionwill not affectthetax-freestatusof the
transactiongontemplatedby this AgreementneitherParentor anyaffiliate of Parentwill,
directly or indirectly, (i) makecontributiongwhetheror notin exchangdor sharespr loan
additionalfundsto (x) the Company{y) anyaffiliate of the Companyor (z) anyescrowaccount,
trust or otherfund establishedo payanyexpensegcurredby the Companyany affiliate of the
Companyor any Companystockholdeiin connectiorwith thetransactiongontemplatedby this
Agreemenr (ii) permitthe Companyor any Companyaffiliate to incur additionalindebtedness
guaranteedby Parentor anyParentaffiliate;

(Q) NeitherParentor anyaffiliate of Parentwill, directlyor indirectly
reimbursegor otherwisepay) anyamountgaidto the holdersof $1.28Series $1.18Seriesor
$1.16Seriesno parserialpreferredstockof the Companyin connectiorwith the redemptiorof
their preferredstockprior to the ClosingDate.

(h) NeitherParentor anyaffiliate of Parentwill, directly or indirectly,
acquireany Companystockexceptfor the Companystockacquiredsolelyin exchangdor the
ADS Consideratioror the OrdinaryShareConsiderationunlessacquireddirectly from the

Company.

6.19 Dividends. Parenherebyacknowledgess intention,following the
Effective Time, to adopta practiceof paying,with respecto Parent'rdinarySharesandADSs,
quarterlydividendson reqularquarterlydividenddatesn roughlyequalamounts. After the date
hereof,eachof Parentandthe Companyshall coordinatewith the otherwith respecto the
declarationof dividendsin respecbf ParentOrdinarySharesand CompanyCommonStockand
the recorddatesandpaymentdateswith respectheretoprior to the Effective Time, with the
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intentionthatthe holdersof CompanyCommonStockreceivedividendsin respecbf the
CompanyCommonStockfor all periodsprior to the Effective Time but do notreceivedividends
onthe ADS Consideratiorandthe OrdinaryShareConsideratiorafterthe Effective Time in
respecf periodsprior to the Effective Time.

ARTICLE VI
CONDITIONS

7.01 Conditions to Each Party's Obligation to Effbet Merger

. Therespectivenbligationof eachpartyto effectthe Mergeris subjectto thefulfillment, at or
prior to the Closing,of eachof the following conditions:

(a) StockholderApproval. This Agreemenshallhavebeenapprovedoy the

shallhaveapprovedhe Mergerandthe creationof, andauthorizatiorof the Boardof Directors
to allot, the ParentOrdinarySharesn connectiorwith the Mergerby therequisitevote under
applicablelaw or underthe applicableregulationf anynationalsecuritiesexchangeasthe case

may be.

(b) ReqistrationStatementStateSecuritied aws. TheRegistratiorStatement
shall havebecomeeffectivein accordanceavith the provisionsof the SecuritiesAct, andno stop
ordersuspendingucheffectivenesshallhavebeenissuedandremainin effectandno
proceedingseekingsuchanordershallbe pendingor threatened Parenshall havereceivedall
statesecuritier "Blue Sky" permitsandotherauthorizationsecessaryo issuethe Parent
ADSs pursuanto this Agreementandunderthe CompanyStockPlansafterthe Merger.

(c) Exchangd.isting. ThelLSE shallhaveagreedo admitto the Official List
(subjectto allotment)the new ParentOrdinarySharego beissuedn connectiorwith the Merger
andsuchagreemenshallnot havebeenwithdrawnandthe ParentADSsissuableo the
Companystockholdersn the Mergerandunderthe CompanyStockPlansafterthe Mergerin
accordancavith this Agreemenshallhavebeenauthorizedor listing onthe NYSE, upon
official noticeof issuance.

(d) HSR Act. Any waiting period(andanyextensiorthereof)applicableto
the consummatiomf the Mergerunderthe HSR Act shallhaveexpiredor beenterminated.

(e) Injunctionsor Restraints.No courtof competenjurisdictionor other
competentGovernmentabr RequlatoryAuthority shallhaveenactedissued promulgated,
enforcedor enterecanylaw or order(whethertemporarypreliminaryor permanentyhich is

prohibiting consummatiorf the Mergeror the othertransactiongontemplatedby this
Agreement.
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() Exon-Florio. ThereviewandinvestigationunderExon-Florioshallhave
beenterminatedandthe Presidenshall havetakenno actionauthorizedhereunder.

(Q) PowerAct; Atomic EnergyAct. Thefinal approvalof (i) the FERCand
(ii) the NuclearRegulatoryCommissiorunderthe Atomic EnergyAct, with respecto the
Mergerandthetransactiongontemplatedby this Agreemenshallhavebeenobtained.

(h) H.M. TreasuryConsent.Parenshallhavereceivedconsenfrom H.M.
Treasurypursuanto Section765 of the U.K. IncomeandCorporationTaxesAct 1988in respect
of the Mergerandanyothermattercontemplatedherebyor confirmationthatno consenis

required.

(i) GovernmentahndRequlatoryConsentsaindApprovals. Otherthanthe
filings providedfor by Sectionl.03andanyfiling requiredin connectiorwith theregistrationor
exemptionof Parentunderthe 1935Act, all consentsapprovalsandactionsof, filings with and
noticesto any Governmentabr RegulatoryAuthority (includingunderthe HSR Act andExon-
Florio Act andthe approvaldy FERCpursuanto the PowerAct) requiredof Parentthe
Companyor anyof their Subsidiariego consummat¢he Mergerandthe othermatters
contemplatedherebyshallhavebeenmadeor obtainedasthe casemaybe)andbecomerinal
Orders(asdefinedin this Sectionbelow),andsuchFinal Ordersshallnot, individually or in the
aggregatecontaintermsor conditionsthatwould have,or would reasonablye expectedo have,
amaterialadverseeffecton the Surviving Corporationandits Subsidiariestakenasawhole. A
"Final Order"meansanactionby therelevantGovernmentabr RequlatoryAuthority thathasnot
beenreversedstayedenjoined setaside annulledor suspendeduith respecto which any
waiting periodprescribecy applicableaw beforethetransactiongontemplatedherebymaybe
consummatethasexpired,andasto which all conditionsto the consummatiomf such
transactiongrescribedy applicabldaw, requlationor orderhavebeensatisfied.

()] OtherConsentandApprovals. Theconsenbr approvalof eachperson
(otherthana Governmentabr RegulatoryAuthority) whoseconsenor approvalis requiredof
Parentthe Companyor anyof their Subsidiariesinderany Contractin orderto consummat¢he
Mergerandthe othertransactiongontemplatedherebyshallhavebeenobtained gxceptfor those
consent@andapprovalswvhich, if not obtainedwould not have,or would not reasonablye
expectedo have,a materialadverseeffecton the Companyandits Subsidiariegakenasa whole
or ontheability of Parentor the Companyto consummat¢hetransactiongontemplatedhereby.

(k) UK FairTradingAct. Any of:

(i) the Office of Fair Trading(the"OFT") shallhaveindicatedin
writing thatthe Secretaryf Statefor TradeandIndustry(the"SOS")in the
exerciseof his powersunderthe Fair TradingAct 1973(the"FTA") doesnot
intendto referthe Mergeror anymatterrelatingtheretoto the Monopoliesand
MergersCommission"MMC"); or
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(i)  intheeventof anMMC referencethe MMC shallhaveconcluded
thatthe Mergerdoesnot or maynot be expectedo operateagainsthe public
interest;or

(iii)  if onareferenceahe MMC shallhaveconcludedhatthe Merger
doesor maybe expectedo operateagainsthe public interestthe SOSshallhave
indicatedin writing thatit is his intentionto approvethe Merger,

undertakingsassurancesr anyothertermsor conditions suchundertakingsassurancegerms
or conditionswould not have,or would reasonablye expectedchot to have,individually or in the
aggregatea materialadverseeffectonthe ParentGrouptakenasawhole.

) UK Requlators.Eachof the Office of Electricity Requlation("OFFER")
ndthe Office of WaterServiced"OFWAT") shallhaveindicated:

(i) thatit is notits intentionto seekanymodificationsto any
conditionsof the licensewr appointmentéield by anymemberof the Parent
Groupunderanyapplicablestatute Jaw, regulation orderor determinatiorwhich
would have,or would reasonablye expectedo have,individually or in the

aggregatea materialadverseeffecton the ParentGrouptakenasawhole; and

(i) thatit will give suchconsent@&nd/ordirections(if any)asare
necessargr appropriatevith respecto suchlicenseor appointmentsn
connectiorwith the Mergeron termswhich would not have,or would reasonably
be expectedchotto have,individually or in theaggregatea materialadverseeffect
ontheParentGrouptakenasawhole.

(m) UK Undertakings/AssurancedleitherOFFERnor OFWAT shallhave
soughtundertaking®r assuranceom anymemberof the ParentGroupwhich would have,or
would reasonablye expectedo have,individually or in the aggregatea materialadverseeffect
ontheParentGrouptakenasawhole.

7.02 Conditions to Obligation of Parent and the Meigub to Effect the Merger

. Theobligationof ParentandMergerSubto effectthe Mergeris furthersubjectto the
fulfillment, ator prior to the Closing,of eachof thefollowing additionalconditions(all or anyof
which maybewaivedin wholeor in partby ParentandMergerSubin their solediscretion):

(a) RepresentationandWarranties. Therepresentationgandwarrantiesnade
by the Companyin this Agreemenshallbetrueandcorrect,in all materialrespectstakenasa

representationandwarrantiegnadeasof a specifieddateearlierthanthe ClosingDate,on and
asof suchearlierdate,exceptasaffectedby thetransactiongontemplatedby this Agreement,
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andthe Companyshallhavedeliveredto Parenta certificate datedthe ClosingDateand

anyExecutiveor SeniorVice Presidentto sucheffect.

(b) Performance®f Obligations. The Companyshall haveperformedand
compliedwith, in all materialrespectsthe agreements;ovenant@andobligations takenasa
whole, which arerequiredby this Agreemento be soperformedor compliedwith by the
Companyat or prior to the Closing,andthe Companyshall havedeliveredto Parenta certificate,

of the Board,Presidenbr any Executiveor SeniorVice Presidentto sucheffect.

(€) Material AdverseEffect. Sincethe dateof this Agreementno material
adverseeffectshallhaveoccurredwith respecto the Companyandits Subsidiariesakenasa
whole andthereshall existno factsor circumstancearisingafterthe datehereof whichin the
aggregatevould, or insofarasreasonablganbeforeseencould, whentakentogethemwith any
breache®r violationsof anyrepresentationsyarrantiescovenant@andagreementsf the
Companycontainecherein,havea materialadverseeffecton the Companyandits Subsidiaries
takenasawhole. Forpurpose®f this Section7.02(c),(i) anytax benefitsrelatingdirectlyto the
structureof thetransactiongontemplatedby this Agreementsof the datehereofwhich arenot
realizedby Parentand(ii) anyadverseeffectsonthe Companyandits Subsidiariegesulting
from generalkeconomioor financialconditions shallnot betakeninto accountin determining
whethera materialadverseeffecthasoccurredunderthis Section7.02(c).

(d) Tax Opinion. Parentandthe Partnershighallhavereceivedthe opinion,
basedon appropriataepresentationsf the CompanyandParentof Milbank, Tweed,Hadley&
McCloy, specialcounsekto Parentdatedon or aboutthe dateon which the Reqistration
Statemen(or the lastamendmenthereto)shallhavebecomeeffective,which opinionshallhave

constitutea "reorganizationtwithin the meaningof CodeSection368(a)andthatno gainor loss
will berecognizedor US federalincometax purposedy the stockholder®f the Companywho
exchangeCompanyCommonStockfor ParentADSs or MergerOrdinarySharegpursuanto the
Merger(exceptwith respecto cashreceivedn lieu of fractionalParentADSsor Merger
OrdinaryShares).

(e) ProceedingsAll proceeding$o betakenon the partof the Companyin
connectiorwith thetransactiongontemplatedby this Agreementindall documentgncident
theretoshallbe reasonablgatisfactoryin form andsubstancéo ParentandParentshallhave
receivedcopiesof all suchdocumentandotherevidence@asParentmayreasonablyequesin
orderto establishthe consummatiomf suchtransactiongndthetakingof all proceedingsn
connectiortherewith.

7.03 Conditions to Obligation of the Company to Effine Merger
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. Theobligationof the Companyto effectthe Mergeris furthersubjectto thefulfillment, ator
prior to the Closing,of eachof thefollowing additionalconditions(all or anyof which maybe
waivedin wholeor in partby the Companyin its solediscretion):

(a) RepresentationandWarranties. Therepresentationgandwarrantiesnmade
by ParentandMergerSubin this Agreemenshallbetrue andcorrect,in all materialrespects,

caseof representationandwarrantiesnadeasof a specifieddateearlierthanthe ClosingDate,
on andasof suchearlierdate exceptasaffectedby thetransactiongontemplatedby this
AgreementandParentandMergerSubshalleachhavedeliveredto the Companya certificate,

MergerSubby its Chairmanof the Board,Presidenpr anyVice President{o sucheffect.

(b) Performancef Obligations. ParentandMergerSubshallhaveperformed
andcompliedwith, in all materialrespectseachagreementgovenantandobligationrequiredby
this Agreemento be soperformedor compliedwith by Parentor MergerSubat or prior to the
Closing,andParentandMergerSubshalleachhavedeliveredto the Companya certificate,

MergerSubby its Chairmanof the Board,Presidenbr anyVice Presidentto sucheffect.

(c) Material AdverseEffect. Sincethedateof this Agreementno material
adverseeffectshallhaveoccurredwith respecto Parentandits Subsidiariesakenasawhole
andthereshall existno factsor circumstancearisingafterthe datehereofwhich in theaggregate
would, or insofarasreasonablganbeforeseencould, whentakentogethemwith anybreache®r
violationsof anyrepresentationgyarrantiescovenant@andagreementsf Parenicontained
herein,havea materialadversesffecton Parentandits Subsidiariesakenasawhole. For
purpose®f this Section7.03(c),anyadverseeffectson Parentandits Subsidiariegesultingfrom
generaleconomioor financial conditionsshallnot be takeninto accountin determiningwhethera
materialadverseeffecthasoccurredunderthis Section7.03(c).

(d) Tax Opinion. The Companyshallhavereceivedhe opinion,basecn
appropriataepresentationsf the CompanyandParentof StoelRivesLLP, counseko the
CompanyandLeBoeuf,Lamb,Greene& MacRaeLLP, specialcounseko the Companydated
on or aboutthe dateon which the RegistratiorStatemenfor the lastamendmenthereto)shall

purposegy the stockholder®f the Companywho exchange&CompanyCommonStockfor
ParentADSsor MergerOrdinarySharegursuanto the Merger(exceptwith respecto cash
receivedin lieu of fractionalParentADSsor MergerOrdinaryShares).
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(e) Proceedings All proceedingso betakenon the partof ParentandMerger
Subin connectiorwith thetransactiongontemplatedby this Agreementandall documents
incidenttheretoshallbereasonablgatisfactoryn form andsubstancéo the Companyandthe
Companyshallhavereceivedcopiesof all suchdocument@&ndotherevidencegasthe Company
mayreasonablyequesin orderto establisithe consummatiomf suchtransactiongndthe
taking of all proceedinggn connectiortherewith.

ARTICLE VIl
TERMINATION, AMENDMENT AND WAIVER

8.01 Termination

. ThisAgreemenmaybeterminatedandthetransactiongontemplatedherebymaybe
abandonedat anytime prior to the Effective Time, whetherprior to or afterthe Company
StockholdersApprovalor the ParentShareholderg\pproval:

(a) By mutualwritten agreementf the partiesheretoduly authorizedoy
actiontakenby or on behalfof their respectiveBoardsof Directors;

(b) By eitherthe Companyor Parentuponnotificationto the non-terminating
party by theterminatingparty:

(i) at anytime afterthe datewhich is nine (9) monthsfollowing the
dateof this Agreemenif the Mergershallnot havebeenconsummatedn or prior to such
dateandsuchfailure to consummat¢he Mergeris not causedy a breachof this
Agreemenby theterminatingparty; provided,however thatif on suchdateParentand
the Companyhavenotreceivedall of the approvalgequiredin orderto satisfythe
conditionssetforth in Section7.01(i) but all otherconditionsto effectthe Mergershallbe
fulfilled or shallbe capableof beingfulfilled, then,at the option of eitherParentor the
Company(which shallbe exercisedy written notice),theterm of this Agreemengshall
be extendeduntil the expirationof suchdatewhich is eighteen(18) monthsafterthe date

of this Agreement;

(i) if the CompanyStockholdersApprovalor the ParentShareholders'
Approvalshallnot be obtainedby reasorof thefailure to obtaintherequisitevote upona
vote actuallyheld at a meetingof suchstockholder®r shareholdergr anyadjournment
thereof,calledtherefor;

(i)  if therehasbeena materialbreachof anyrepresentationyarranty,
covenanbr agreemenon the partof the non-terminatingartysetforth in this
Agreemenideterminedn all casessif theterms"material”or "materially" werenot
includedin anysuchrepresentatioor warranty) which breachis not curableor, if
curable hasnot beencuredwithin thirty (30) daysfollowing receiptby thenon-

72

NY1:#3196199v6



terminatingpartyof noticeof suchbreachfrom theterminatingpartywhich breachwhen
takentogethemwith anyotherbreache®f representationsvarrantiescovenantand
agreementsf the non-terminatingparty containedn this Agreementhasor would
reasonablype expectedo havea materialadverseeffecton the Companyandits
Subsidiariegakenasawhole; or

(iv) if anycourtof competenjurisdictionor othercompetent
Governmentabr RequlatoryAuthority shallhaveissuedan ordermakingillegal or
otherwisepreventingor prohibitingthe Mergerandsuchordershallhavebecomdinal
andnonappealable;

(€) By the Companyuponfive (5) days'prior noticeto Parentf (i) the Board
of Directorsof the Companydeterminesn goodfaith, thata failure to terminatethis Agreement
couldreasonablypeexpectedo resultin a breachof its fiduciary dutiesto stockholdersmposed
by law by reasorof anunsolicitedbonafide Alternative Proposameetingtherequirement®f
clausegB) and(C) of Section5.07havingbeenmade;providedthat

(A) TheBoardof Directorsof the Companyshallhavebeenadvisedby outside
counselthatnotwithstandinga bindingcommitmento consummatanagreementf the
natureof this Agreemengenterednto in the properexerciseof its applicablefiduciary
duties,andnotwithstandingall concessiongvhich maybe offeredby Parentin
negotiationgenterednto pursuanto clause(B) below, a failure to reconsidesuch
commitmentasaresultof suchAlternativeProposatouldreasonablype expectedo
resultin a breachof its fiduciary dutiesto stockholdersmposedby law, and

(B) priorto anysuchtermination the Companyshall,andshallcausats
respectivdinancialandlegal advisorsto, negotiatewith Parento makesuchadjustments
in thetermsandconditionsof this Agreementiswould enablethe Companyto proceed
with thetransactiongontemplatedhereinon suchadjustederms;

andprovidedfurtherthatthe Company'sbility to terminatethis Agreemenpursuanto this
clause(i) is conditioneduponthe prior paymentby the Companyto Parentof anyamountsowed
by it pursuanto Section8.02(b);

or (ii) theBoardof Directorsof Parent(or anycommitteethereof)shallhavewithdrawnor
modifiedin amannemateriallyadversdo the Companyits approvalor recommendatioof this

Agreemenibr the Merger;or

(d) By Parentif the Boardof Directorsof the Company(or anycommittee
thereof)(i) shallhavewithdrawnor modifiedin a mannemateriallyadverseo Parentits
approvalor recommendatioonf this Agreemenbr the Merger,(ii) shallfail to reaffirm such
approvalor recommendationponParent'sequest(iii) shallhaveapprovedrecommendedr
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(iv) shallresolveto takeanyof theforegoingactions;or

(e) By the Companyif therehasbeena Changeof Controlprior to the
Effective Time. A "Changeof Control"shalloccurif anyof thefollowing applies: (A) Any

"beneficialowner"”(asdefinedin Rule 13d-3underthe ExchangeAct), directly or indirectly, of
securitief Parentrepresentin@0 percentor moreof the combinedvoting powerof Parent's
outstandingcapitalstock;(B) the shareholdersf Parentapprovea mergeror otherconsolidation
of Parentwith anyothercompanyptherthana mergeror consolidatioreffectedto implementa
recapitalizatiorof Parent(or similar transaction)n which no Persoracquiresnorethan30
percentof the combinedvoting powerof Parent'shenoutstandingsecurities{C) atenderor
exchangeffer is madefor the ordinarysharef Parent(or securitiesconvertibleinto ordinary
shareof Parentlandsuchoffer resultsin a portionof thosesecuritiedbeingpurchasedndthe
offeror afterthe consummatiorof the offer is the beneficialowner(asdeterminegursuanto
Section13(d)of the ExchangeAct), directly or indirectly, of securitiegepresentingt least30
percentof the voting powerof outstandingsecuritief Parentor (D) Parentsells30 percentor
moreof its operatingassetso a buyerthatis notamemberof Parentcontrolledgroupof

corporations.

8.02 Effect of Termination

. (a) If this Agreements validly terminatecby eitherthe Companyor Parentpursuanto Section
8.01,this Agreemenwill forthwith becomenull andvoid andtherewill beno liability or
obligationon the partof eitherthe Companyor Parent(or anyof their respectiveRepresentatives
or affiliates),except(i) thatthe provisionsof Section$.13,6.14and6.16,this Section8.02,and
Sections9.10and9.11will continueto applyfollowing anysuchtermination (ii) thatnothing
containedhereinshallrelieveanypartyheretofrom liability for willful breachof its
representationsyarrantiescovenant®r agreementsontainedn this Agreementand(iii) as
providedin paragraphgb) and(c) below.

(b) In theeventthatanypersonor groupshallhavemadean Alternative
Proposabkndthereatfter(i) this Agreementis terminatedx) by the Companypursuanto Section
8.01(c)(i),(y) by Parentpursuanto Section8.01(b)(iii) or Section8.01(d)or (z) by eitherparty
pursuanto Section8.01(b)(ii) asaresultof the CompanyStockholdersApprovalnot being
obtainedor (ii) this Agreementis terminatedor anyotherreasonotherthanby reasorof the
breachof this Agreemenby Parentor pursuanto Section8.01(b)(ii) asaresultof the Parent
Shareholders®Approvalnot beingobtainedor Section8.01(c)(ii)) or 8.01(e)and,in the caseof
this clause(ii) only, adefinitive agreementvith respecto suchAlternative Proposals executed
within oneyearaftersuchtermination thenthe Companyshallpayto Parentby wire transferof
samedayfunds,eitheronthe datecontemplatedn Section8.01(c)if applicableor otherwise,
within two (2) businesglaysaftersuchamountbecomesiue,aterminationfee of $250,000,000.

(c) In theeventthatthis Agreemenis terminatecby the Companyfollowing a
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Changeof Control,thenParentshallpayto the Companypy wire transferof samedayfunds,
within two (2) businesglaysfollowing suchterminationaterminationfee of $250,000,000.

(d) In theeventthatthis Agreements terminatecby eitherparty pursuanto
Section8.01(b)(ii)in circumstances which theterminationfee setforth in clause(b) aboveis

ParentShareholderg\pproval havingbeenobtained the Companyshallpayto Parentor (ii) in
the caseof the ParentShareholderdApproval not beingobtainedandthe CompanyStockholders'
Approval havingbeenobtained Parentshall payto the Companyjn eachcaseanamountequal
to $10,000,000.

(e) If the Companyfails promptlyto paythe amountduepursuanto the
precedingoaragraphsandin orderto obtainsuchpaymentParentor MergerSubcommences
suit which resultsin ajudgmentagainsthe Companyfor thefeesetforth in suchparagraphthe
Companyshallpayto Parentor MergerSub,asthe casemaybe, its costandexpensegincluding
reasonablattorneysfeesandexpensesin connectiorwith suchsuit, togethemwith intereston

paymeniwasrequiredto be made.

8.03  Amendment

. This Agreemenmaybeamendedsupplementedr modified by actiontakenby or on behalfof
the respectiveBoardsof Directorsof the partiesheretoat anytime prior to the Effective Time,
whetherprior to or afterthe CompanyStockholdersApprovalor the ParentShareholders'
Approval shallhavebeenobtained put after suchadoptionandapprovalonly to the extent
permittedby applicabldaw. No suchamendmentsupplemenbr modificationshallbe effective
unlesssetforth in awritten instrumenduly executedy or on behalfof eachpartyhereto.

8.04 Waiver

Boardof Directors,mayto the extentpermittedby applicabldaw (i) extendthetime for the
performancenf anyof the obligationsor otheractsof the otherpartieshereto (ii) waiveany
inaccuraciesn therepresentationandwarrantieof the otherpartiesheretocontainechereinor
in anydocumenteliveredpursuanteretoor (iii) waive compliancewith anyof the covenants,
agreementsr conditionsof the otherpartiesheretocontainedherein. No suchextensioror
waiver shallbe effectiveunlesssetforth in awritten instrumenduly executedy or on behalfof
the partyextendinghetime of performancer waiving anysuchinaccuracyor non-compliance.
No waiverby anypartyof anytermor conditionof this Agreementin anyoneor moreinstances,
shallbedeemedo beor construedasa waiver of the sameor anyothertermor conditionof this
Agreemenibn anyfuture occasion.
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ARTICLE IX
GENERALPROVISIONS

9.01 Non-Survival of Representations, Warrantiesigbants and Agreements

. Therepresentationgyarrantiescovenant@ndagreementsontainedn this Agreemenbr in
anyinstrumentdeliveredpursuanto this Agreemenshallnot survivethe Mergerbut shall
terminateat the Effective Time, exceptfor theagreementsontainedn Article | andArticle 1l, in
Sections5.01(0),5.02(k),6.09,6.10,6.11,6.12,6.14,6.16and6.18,this Article 1X andthe

survivethe Effective Time.

9.02 Notices

. All noticesrequestandothercommunicationgiereundemustbein writing andwill be
deemedo havebeenduly givenonly if deliveredpersonallyor by facsimiletransmissioror
mailed(first classpostageprepaid)to the partiesat the following addresseser facsimilenumbers:

If to Parentthe Partnershimr MergerSub,to:

ScottishPowerplc

1 Atlantic Quay

GlasgowG2 8FP

FacsimileNo.: 011-44-141-248-8300
Attn: CompanySecretary

with a copyto:

Milbank, Tweed,Hadley& McCloy
1 ChaseManhattarPlaza

New York, N.Y. 10005
FacsimileNo.: (212)530-5219
Attn: M. DouglasDunn

andto:

Freshfields

65 FleetStreet

LondonECA4Y 1HS

FacsimileNo.: 011-44-171-832-7001
Attn: SimonMarchant

If to the Companyto:
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PacifiCorp
700 N.E. Multhomah

Portland,Oregon 97232-4116
FacsimileNo.: (503)813-7250
Attn: ExecutiveVice PresidenbndChief OperatingOfficer

with a copyto:

StoelRivesLLP

900S.W. Fifth Avenue
Suite2300

Portland,Oregon 97232
FacsimileNo.: (503)220-2480
Attn: DexterE. Martin

andto:

LeBoeuf,Lamb,Greene& MacRaeLLP
125West55th Street

New York, NY 10019

FacsimileNo.: (212)424-8500

Attn: William S.Lamb

All suchnoticesrequest@andothercommunicationsvill (i) if delivered
personallyto the addres@sprovidedin this Section be deemedjivenupondelivery, (ii) if
deliveredby facsimiletransmissioro the facsimilenumberasprovidedin this Section be
deemedjivenuponreceipt,and(iii) if deliveredby mail in the mannerdescribedaboveto the
addressasprovidedin this Section be deemedjivenuponreceipt(in eachcaseregardles®f
whethersuchnotice,requesbr othercommunicationis receivedoy anyotherpersornto whoma
copy of suchnotice,requesbr othercommunications to bedeliveredpursuanto this Section).
Any partyfrom time to time maychangdts addressfacsimilenumberor otherinformationfor
the purposeof noticesto thatpartyby giving noticespecifyingsuchchangeto the otherparties
hereto.

9.03 Entire Agreement; Incorporation of Exhibits

. (a) ThisAgreemensupersedeall prior discussiongndagreementamongthe partieshereto
with respecto the subjectmatterhereof,otherthanthe ConfidentialityAgreementwhich shall
survivethe executionanddeliveryof this Agreemenin accordancevith its terms,andcontains,
togethemwith the ConfidentialityAgreementthe soleandentireagreemenamongthe parties
heretowith respecto the subjectmatterhereof.

(b) The CompanyDisclosurel etter,the ParentDisclosurel etterandany
Exhibit or Schedulattachedo this Agreementindreferredto hereinareherebyincorporated
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hereinandmadea parthereoffor all purposessif fully setforth herein.

9.04 Public Announcements

nationalmarketsystemor anyotherRegulatoryAuthority (includingthe U.K. TakeoverPanel),
solongasthis Agreements in effect, Parentandthe Companywill not, andwill not permitany
of theirrespectiveSubsidiarie®r Representativel®, issueor causethe publicationof anypress
releaseor makeanyotherpublic announcemenwith respecto thetransactiongontemplatedy
this Agreemenwithout the consenbf the otherparty, which consenshallnot be unreasonably
withheld. Parentandthe Companywill cooperatevith eachotherin thedevelopmenand
distributionof all pressreleasesndotherpublic announcementsith respecto this Agreement
andthetransactiongontemplatedherebyandwill furnishthe otherwith draftsof anysuch
releasesndannouncement@sfar in advanceaspracticable.

9.05 No Third Party Beneficiary

. Thetermsandprovisionsof this Agreementareintendedsolelyfor the benefitof eachparty
heretoandtheir respectivesuccessorer permittedassignsandexceptasprovidedin Sections

conferthird-partybeneficiaryrightsuponanyotherperson.

9.06 No Assignment; Binding Effect

. Neitherthis Agreemennor anyright, interestor obligationhereundemaybe assignedy any
party heretowithout the prior written consenbf the otherpartiesheretoandanyattemptto do so
will bevoid, exceptthatParentmaycauseMergerSubto assignanyor all of its rights, interests
andobligationshereundeto anotherirector indirectwholly-ownedSubsidiaryof Parent,
providedthatanysuchSubsidiaryagreesn writing to be boundby all of theterms,conditions
andprovisionscontainecherein.This Agreemenis bindingupon,inuresto the benefitof andis
enforceabldy the partiesheretoandtheir respectivesuccessorandassigns.

9.07 Headings

. Theheadingausedin this Agreemenhavebeeninsertedfor convenienc®f referenceonly and
do not define,modify or limit the provisionshereof.

9.08 Invalid Provisions

. If anyprovisionof this Agreements heldto beillegal, invalid or unenforceablenderany

Agreementwill not be materiallyandadversehaffectedthereby (i) suchprovisionwill befully
severable(ii) this Agreemenwill beconstruedandenforcedasif suchillegal, invalid or
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unenforceabl@rovisionhadnevercompriseda parthereof,and(iii) theremainingprovisionsof
this Agreemenwill remainin full forceandeffectandwill notbeaffectedby theillegal, invalid
or unenforceabl@rovisionor by its severancéerefrom.

9.09 Governing Law

. Exceptto theextentthatthe BCA is mandatorilyapplicableto the Mergerandtherights of the
stockholder®f the ConstituentCorporationsthis Agreemenshallbe governedoy andconstrued
in accordancevith thelaws of the Stateof New York applicableto a contractexecutecand
performedin suchState without giving effectto the conflicts of laws principlesthereof.

9.10 Submission to Jurisdiction; Waivers

. Eachof Parent(on behalfof itself andMergerSub),the PartnershipyKSub 1, UKSub?2 and
the Companyirrevocablyagreethatanylegalactionor proceedingvith respecto this
Agreemenbr for recognitionandenforcemenbf anyjudgmentin respechereofbroughtby
anotherpartyheretoor its successorsr assigngnaybebroughtanddeterminedn the Supreme
Court of the Stateof New York in New York Countyor in the United StateDistrict Courtfor
the SoutherrDistrict of New York, andeachof Parent(on behalfof itself andMergerSub),the
Partnershipandthe Companyherebyirrevocablysubmitswith regardto anysuchactionor
proceedindor itself andin respecto its property,generallyandunconditionally to the
nonexclusivgurisdiction of the aforesaiccourts. Any serviceof procesgo be madein such
actionor proceedingnaybe madeby deliveryof processn accordancevith the notice
provisionscontainedn Section9.02. Eachof Parentthe PartnershipMergerSub,andthe
Companyherebyirrevocablywaives,andagreesot to assertby way of motion,asa defense,
counterclainor otherwisejn anyactionor proceedingvith respecto this Agreement(a) the
defenseof sovereignmmunity, (b) anyclaimthatit is not personallysubjectto thejurisdiction
of theabove-namedourtsfor anyreasorotherthanthefailure to serveprocessn accordance
with this Section9.10,(c) thatit or its propertyis exemptor immunefrom jurisdiction of any
suchcourtor from anylegalprocessommencedn suchcourts(whetherthroughserviceof
notice,attachmenprior to judgment attachmenin aid of executionof judgment executionof
judgmentor otherwise) and(d) to thefullest extentpermittedby applicabldlaw that(i) the suit,
actionor proceedingn anysuchcourtis broughtin aninconvenienforum, (ii) thevenueof such
suit, actionor proceedings improperand(iii) this Agreementpr the subjectmatterhereof,may

9.11 Enforcement of Agreement

. Thepartiesheretoagreethatirreparabledamagevould occurin the eventthatanyof the
provisionsof this Agreementvasnot performedn accordancevith its specifiedtermsor was
otherwisebreached.It is accordinglyagreedhatthe partiesshall be entitledto aninjunctionor
injunctionsto preventbreache®f this Agreementndto enforcespecificallythetermsand
provisionshereofin anycourtof competenjurisdiction, this beingin additionto anyother
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remedyto which theyareentitledat law or in equity.

9.12 Certain Definitions

(a) exceptasusedin Section2.03(b),3.02(c),3.17and6.04,theterm
"affiliate," asappliedto anypersonshallmeananyotherpersondirectly or indirectly controlling,
controlledby, or undercommoncontrolwith, thatpersonfor purpose®f this definition
"control” (including,with correlativemeaningstheterms"controlling," "controlledby" and
"undercommoncontrolwith"), asappliedto anypersonmeanghe possessiordirectly or
indirectly, of the powerto director causethe directionof the managemerandpoliciesof that
personwhetherthroughthe ownershipof voting securitiespy contractor otherwise;

(b) apersorwill bedeemedo "beneficially" own securitiesf suchperson
would bethe beneficialownerof suchsecuritiesunderRule 13d-3underthe ExchangeAct,
including securitiesvhich suchpersonhastheright to acquire(whethersuchright is exercisable
immediatelyor only afterthe passagef time);

(c) theterm"businesgay" meansa dayotherthanSaturdaySundayor any
dayonwhich banks|ocatedin the Stateof Oregonor London,Englandareauthorizecor
obligatedto close;

(d) the term"knowledge"or anysimilar formulationof "knowledge"shall
mean with respecto anypartyhereto the actualknowledgeafterdueinquiry of the executive
officers of Parentor the Companyandits Subsidiariestespectivelysetforth in Section9.12(d)
of the ParentDisclosurel_etteror Section9.12(d)of the CompanyDisclosurel etter.

(e) anyreferencdo anyevent,changeor effecthavinga"materialadverse
effect” on or with respecto anentity (or groupof entitiestakenasa whole) meanssuchevent,
changeor effectis materiallyadversdo the businesspropertiesassetsliabilities, financial
conditionor resultsof operationf suchentity (or of suchgroupof entitiestakenasawhole);

() theterm"person”shallincludeindividuals,corporationspartnerships,
trusts,otherentitiesandgroups(whichtermshallincludea "group” assuchtermis definedin
Section13(d)(3)of the ExchangeAct);

(Q) the "Representative3f anyentity meanssuchentity'sdirectors officers,
employeeslegal,investmenbankingandfinancialadvisors accountantgandanyotheragents
andrepresentatives;

(h) exceptasusedin Sections3.02(d)and3.17,theterm"Subsidiary"means,
with respecto anyparty,anycorporationor otherorganizationwhetherincorporatecr
unincorporatedof which morethanfifty percent50%)of eitherthe equityinterestan, or the
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voting controlof, suchcorporationor otherorganizations, directly or indirectly through
Subsidiarie®r otherwise peneficiallyownedby suchparty.

9.13 Counterparts

. ThisAgreemenmaybeexecutedn anynumberof counterpartseachof whichwill bedeemed
anoriginal, but all of which togethemwill constituteoneandthe samenstrument.

9.14 WAIVER OF JURY TRIAL

. EACHPARTY HERETOHEREBY WAIVES, TOTHE FULLEST EXTENT PERMITTED
BY APPLICABLE LAW, ANY RIGHT IT MAY HAVE TOA TRIAL BY JURY IN ANY
LEGAL PROCEEDINGDIRECTLY ORINDIRECTLY ARISING OUT OF ORRELATING
TO THIS AGREEMENTORTHE TRANSACTION CONTEMPLATEDHEREBY
(WHETHERBASED ON CONTRACT, TORTORANY OTHERTHEORY). EACHPARTY
HERETO(A) CERTIFIESTHAT NO REPRESENTATIVEAGENT ORATTORNEY OF
ANY OTHERPARTY HAS REPRESENTEDEXPRESSLYOR OTHERWISE , THAT SUCH
OTHERPARTY WOULD NOT, IN THE EVENT OF LITIGATION, SEEKTO ENFORCE
THE FOREGOINGWAIVER AND (B) ACKNOWLEDGESTHAT IT AND THE OTHER
PARTIESHERETOHAVE BEENINDUCED TO ENTERINTO THIS AGREEMENTBY,
AMONG OTHERTHINGS, THE MUTUAL WAIVERS AND CERTIFICATIONSIN THIS
SECTION.
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IN WITNESSWHEREOF eachpartyheretohascausedhis Agreemento be
signedby its officer thereuntaduly authorizedasof the datefirst abovewritten.

SCOTTISH POWER PLC

NA GENERAL PARTNERSHIP
By: ScottishPowerNA 2 Limited
aGeneralPartner

oY)
gk
3
®

-
)

PACIFICORP

oY)
gk
3
®

-
)

For purpose®f Section2.01only:

SCOTTISH POWERNA 1LIMITED

By:

=z

ame:

-
)

For purpose®f Section2.01only:

SCOTTISH POWER NA 2LIMITED

By.

Z
Q
3
®

=
@
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Proportionof ParentOrdinaryShares

representety ParentADSs

Proportionof MergerOrdinaryShares
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not morethan75%

not morethan75%

EXHIBIT A




EXHIBIT B

[Form of Affiliate's Agreement]

[Date]
[name]
[address]

LadiesandGentlemen:

| havebeenadvisedthatasof the datehereofl maybedeemedo be an"affiliate"
of PacifiCorp,anOregoncorporation(the "Company"),asthattermis definedfor purpose®f

the SecuritiesandExchangeCommissionthe"Commission")underthe SecuritiesAct of 1933,
asamendedthe"Act"). Neithermy enteringinto this agreementpor anythingcontainecherein,
shallbedeemedanadmissioron my partthatl amsuchanaffiliate".

Decembes, 1998(the"Merger Agreement") amongScottishPowerplc, a public limited
companyincorporatedunderthe laws of Scotland("Parent"),NA GeneraPartnershipa Nevada
generalpartnershigthe"Partnership”)andthe Companyprovidingfor the mergerof awholly-

the Merger,| mayreceivesharef Parent'sAmericanDepositaryShareseachrepresentindour
ParentOrdinarySharegthe "ParentSecurities") in exchangdor the sharef commonstock,
without parvalue,of the Companyownedby me atthe Effective Time (asdefinedin the Merger
Agreement)of the Merger.

| represenandwarrantto Parentthatin suchevent:

A. | shallnot makeanysale transferor otherdispositionof the Parent

B. | havecarefullyreadthis letterandthe MergerAgreementanddiscussed
its requirementgndotherapplicableimitations uponmy ability to sell, transferor otherwise
disposeof ParentSecurities{o the extentl felt necessarywith my counselor counsefor the

Company.
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C. | havebeenadvisedthatthe issuancef ParentSecuritiedo me pursuant
to the Mergerhasbeenreqisteredvith the Commissiorunderthe Act on a Registration
Statemenbn FormF-4. However, havealsobeenadvisedhat,sinceatthetime the Merger

beenﬂ\ affiliate of the Companyanda distributionby me of ParemSecuntlesiﬁsn_otbe;en
reqgisteredunderthe Act, the ParentSecuritiesnustbe held by meindefinitely unless(i) a
distributionof ParentSecuritiedy me hasbeenregisterecdunderthe Act, (ii) asaleof Parent
Securitiesdby meis madein conformitywith the volumeandotherlimitationsof Rule 145
promulgatedy the Commissiorunderthe Act or (iii) in the opinionof counsereasonably
acceptabldo Parentsomeotherexemptionfrom registrations availablewith respecto a
proposedsale transferor otherdispositionof the ParentSecuritiedy me.

D. | understandhat Parentis underno obligationto registerthe sale transfer
or otherdispositionof ParentSecuritiesdoy me or on my behalfor to takeanyotheraction
necessaryn orderto makecompliancewith anexemptionfrom registrationavailable.

E. | alsounderstandhatstoptransferinstructionswill begivento Parent's
transferagentswith respecto the ParentSecuritiesandthattherewill be placedonthe
certificatesfor the ParentSecuritiespr anysubstitutiongherefor,a legendstatingin substance:

"The sharegepresentedy this certificatewereissuedn atransactiorio which
Rule 145 promulgatedinderthe SecuritiesAct of 1933,asamendedapplies. Theshares
representedy this certificatemayonly betransferredn accordancevith thetermsof an
aqreemendated . betweerthe reqistered"lolderhereofand

Corporation."

E. | alsounderstandhatunlessthetransferby me of my ParentSecuritieshas
beenregistereduinderthe Act or is asalemadein conformitywith the provisionsof Rule 145,

Parentreservegheright to putthefollowing legendon the certificatesssuedto my transferee:

"The sharegepresentedy this certificatehavenot beenreqgisterecunderthe
SecuritiesAct of 1933,asamendedandwereacquiredirom a persorwho receivedsuchshares
in atransactiorto which Rule 145 promulgatedindersuchAct applies. Theshareshavebeen
acquiredby the holdernot with aview to, or for resalein connectiorwith, anydistribution
thereofwithin the meaningof suchAct andmaynot be sold, pledgedor otherwisetransferred
exceptin accordancevith anexemptionfrom theregqistratiorrequirement®f suchAct."
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It is understoodindagreedhatthelegendssetforth in paragrapte andF above
shallberemovedby deliveryof substitutecertificateswithout suchlegendif the undersigned
shallhavedeliveredto Parenta copyof aletterfrom the staff of the Commissionpr anopinion
of counsekeasonablycceptabléo Parento the effectthatsuchlegendis not requiredfor
purpose®f the Act.

Very truly yours,

Name:

Acceptedthis dayof

SCOTTISHPOWERpIc

By.
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