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PART I - FINANCIAL INFORMATION

ITEM 1. FINANCIAL STATEMENTS

SOUTHWEST GAS CORPORATION AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS
(Thousands of dollars, except par value)

SEPTEMBER 30,
2002

DECEMBER 31,
2001

ASSETS (Unaudited)
Utility plant:       
    Gas plant $ 2,722,650 $ 2,561,937 
    Less: accumulated depreciation  (856,911)  (789,751)
    Acquisition adjustments  2,759  2,894 
    Construction work in progress  55,427  50,491 
  
        Net utility plant  1,923,925  1,825,571 



  
Other property and investments  88,711  92,511 
  
Current assets:  
    Cash and cash equivalents  9,237  32,486 
    Accounts receivable, net of allowances  85,970  155,382 
    Accrued utility revenue  29,072  63,773 
    Income taxes receivable, net  25,403  26,697 
    Deferred income taxes  207  -- 
    Deferred purchased gas costs  --  83,501 
    Prepaids and other current assets  47,312  38,310 
  
        Total current assets  197,201  400,149 
  
Deferred charges and other assets  50,772  51,381 
  
Total assets $ 2,260,609 $ 2,369,612 
  
                             CAPITALIZATION AND LIABILITIES  
Capitalization:  
    Common stock, $1 par (authorized - 45,000,000 shares; issued  
        and outstanding - 33,161,904 and 32,492,832 shares) $ 34,792 $ 34,123 
    Additional paid-in capital  484,515  470,410 
    Retained earnings  42,480  56,667 
  
        Total common equity  561,787  561,200 
    Redeemable preferred securities of Southwest Gas Capital I  60,000  60,000 
    Long-term debt, less current maturities  1,098,834  796,351 
  
        Total capitalization  1,720,621  1,417,551 
  
Current liabilities:  
    Current maturities of long-term debt  6,922  307,641 
    Short-term debt  --  93,000 
    Accounts payable  51,640  109,167 
    Customer deposits  32,680  30,288 
    Accrued general taxes  33,770  32,069 
    Accrued interest  19,624  20,423 
    Deferred income taxes  --  24,154 
    Deferred purchased gas costs  28,528  -- 
    Other current liabilities  38,046  36,299 
  
        Total current liabilities  211,210  653,041 
  
Deferred income taxes and other credits:  
    Deferred income taxes and investment tax credits  241,668  217,804 
    Other deferred credits  87,110  81,216 
  
        Total deferred income taxes and other credits  328,778  299,020 
  
Total capitalization and liabilities $ 2,260,609 $ 2,369,612 
  

The accompanying notes are an integral part of these statements.
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SOUTHWEST GAS CORPORATION AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF INCOME

(In thousands, except per share amounts)
(Unaudited)

 

THREE MONTHS ENDED
SEPTEMBER 30,

 

NINE MONTHS ENDED
SEPTEMBER 30,

 

TWELVE MONTHS
ENDED

SEPTEMBER 30,

 
2002

 
2001

 
2002

 
2001

 
2002

 
2001

 
Operating revenues:                   
    Gas operating revenues $ 167,187 $ 188,966 $ 834,817 $ 862,482 $ 1,165,437 $ 1,158,051 
    Construction revenues  56,676  57,128  149,670  150,070  203,186  195,177 
       
        Total operating revenues  223,863  246,094  984,487  1,012,552  1,368,623  1,353,228 
       
Operating expenses:  
    Net cost of gas sold  70,060  99,113  449,345  508,282  618,610  639,157 
    Operations and maintenance  65,924  63,466  196,259  187,727  261,558  248,396 
    Depreciation and amortization  33,015  29,706  96,052  87,791  126,709  115,348 
    Taxes other than income taxes  8,673  8,070  26,482  25,009  34,253  32,140 
    Construction expenses  49,528  50,336  132,325  133,123  180,106  173,942 
       
        Total operating expenses  227,200  250,691  900,463  941,932  1,221,236  1,208,983 
       



Operating income  (3,337)  (4,597)  84,024  70,620  147,387  144,245 
       
Other income and (expenses):  
    Net interest deductions  (19,784)  (20,253)  (59,710)  (60,780)  (79,661)  (80,036)
    Preferred securities distributions  (1,368)  (1,368)  (4,106)  (4,106)  (5,475)  (5,475)
    Merger litigation settlement  --  --  (14,500)  --  (14,500)  -- 
    Other income (deductions)  (2,629)  159  3,816  4,825  7,955  4,724 
       
        Total other income and (expenses)  (23,781)  (21,462)  (74,500)  (60,061)  (91,681)  (80,787)
       
Income (loss) before income taxes  (27,118)  (26,059)  9,524  10,559  55,706  63,458 
Income tax expense (benefit)  (10,982)  (9,571)  3,374  4,378  18,581  24,755 
       
Net income (loss) $ (16,136) $ (16,488) $ 6,150 $ 6,181 $ 37,125 $ 38,703 
       
Basic earnings (loss) per share $ (0.49) $ (0.51) $ 0.19 $ 0.19 $ 1.13 $ 1.21 
       
Diluted earnings (loss) per share $ (0.49) $ (0.51) $ 0.19 $ 0.19 $ 1.12 $ 1.20 
       
Dividends paid per share $ 0.205 $ 0.205 $ 0.615 $ 0.615 $ 0.82 $ 0.82 
       
Average number of common shares outstanding  33,065  32,231  32,862  32,019  32,752  31,920 
Average shares outstanding (assuming dilution)  --  --  33,132  32,290  33,028  32,191 

The accompanying notes are an integral part of these statements.
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SOUTHWEST GAS CORPORATION AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS

(Thousands of dollars)
(Unaudited)

 

NINE MONTHS
ENDED

SEPTEMBER 30,
 

TWELVE MONTHS
ENDED

SEPTEMBER 30,

 
2002

 
2001

 
2002

 
2001

 
CASH FLOW FROM OPERATING
ACTIVITIES:             
     Net income $ 6,150 $ 6,181 $ 37,125 $ 38,703 
     Adjustments to reconcile net income to net  
        cash provided by operating activities:  
          Depreciation and amortization  96,052  87,791  126,709  115,348 
          Deferred income taxes  (497)  (13,106)  1,434  57,235 
          Changes in current assets and liabilities:  
            Accounts receivable, net of allowances  69,412  31,676  17,963  (34,632)
            Accrued utility revenue  34,701  31,900  (3,099)  (1,600)
            Deferred purchased gas costs  112,029  (20,268)  140,860  (94,655)
            Accounts payable  (57,527)  (125,314)  (17,725)  14,140 
            Accrued taxes  2,995  26,996  (5,235)  (14,893)
            Other current assets and liabilities  (5,755)  28,216  80  (25,480)
          Other  (7,285)  26,265  (5,422)  24,547 
     
          Net cash provided by operating activities  250,275  80,337  292,690  78,713 
     
CASH FLOW FROM INVESTING
ACTIVITIES:  
     Construction expenditures and property additions  (197,582)  (191,699)  (271,463)  (252,974)
     Other  21,284  (277)  25,879  3,721 
     
          Net cash used in investing activities  (176,298)  (191,976)  (245,584)  (249,253)
     
CASH FLOW FROM FINANCING
ACTIVITIES:  
     Issuance of common stock, net  14,774  13,919  17,916  18,498 
     Dividends paid  (20,200)  (19,679)  (26,844)  (26,160)
     Issuance of long-term debt, net  208,873  217,004  204,895  256,690 
     Retirement of long-term debt, net  (207,673)  (10,004)  (212,392)  (12,037)
     Change in short-term debt  (93,000)  (95,000)  (36,000)  (64,500)
     
          Net cash provided by (used in) financing
activities  (97,226)  106,240  (52,425)  172,491 
     
     Change in cash and cash equivalents  (23,249)  (5,399)  (5,319)  1,951 
     Cash at beginning of period  32,486  19,955  14,556  12,605 
     
     Cash at end of period $ 9,237 $ 14,556 $ 9,237 $ 14,556 
     
     Supplemental information:  
     Interest paid, net of amounts capitalized $ 58,702 $ 57,409 $ 75,325 $ 75,591 
     Income taxes paid (received), net  1,447  (3,315)  17,948  (17,128)



The accompanying notes are an integral part of these statements.
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Note 1 — Summary of Significant Accounting Policies

Nature of Operations. Southwest Gas Corporation (the Company) is comprised of two segments: natural gas operations
(Southwest or the natural gas operations segment) and construction services. Southwest purchases, transports, and
distributes natural gas to customers in portions of Arizona, Nevada, and California. The public utility rates, practices,
facilities, and service territories of Southwest are subject to regulatory oversight. The timing and amount of rate relief can
materially impact results of operations. Natural gas sales are seasonal, peaking during the winter months. Variability in
weather from normal temperatures can materially impact results of operations. Natural gas purchases and the timing of
related recoveries can materially impact liquidity. Northern Pipeline Construction Co. (Northern or the construction services
segment), a wholly owned subsidiary, is a full-service underground piping contractor which provides utility companies with
trenching and installation, replacement, and maintenance services for energy distribution systems.

Basis of Presentation. The consolidated financial statements included herein have been prepared by the Company, without
audit, pursuant to the rules and regulations of the Securities and Exchange Commission (SEC). Certain information and
footnote disclosures normally included in financial statements prepared in accordance with generally accepted accounting
principles have been condensed or omitted pursuant to such rules and regulations. The preparation of the consolidated
financial statements requires management to make estimates and assumptions that affect the reported amounts of assets and
liabilities and disclosure of contingent assets and liabilities at the date of the financial statements and the reported amounts
of revenue and expenses during the reporting period. Actual results could differ from those estimates. In the opinion of
management, all adjustments, consisting of normal recurring items and estimates necessary for a fair presentation of the
results for the interim periods, have been made. It is suggested that these consolidated financial statements be read in
conjunction with the consolidated financial statements and the notes thereto included in the 2001 Annual Report to
Shareholders, which is incorporated by reference into the 2001 Form 10-K, and the first and second quarter 2002 Form 10-
Qs.

Intercompany Transactions. The construction services segment recognizes revenues generated from contracts with
Southwest (see Note 2 below). Accounts receivable for these services were $10 million at September 30, 2002 and
$4.3 million at December 31, 2001. The accounts receivable balance, revenues, and associated profits are included in the
consolidated financial statements of the Company and were not eliminated during consolidation in accordance with
Statement of Financial Accounting Standards (SFAS) No. 71, “Accounting for the Effects of Certain Types of Regulation.”

Note 2 – Segment Information

The following tables list revenues from external customers, intersegment revenues, and segment net income (thousands of
dollars):

 

Natural Gas
Operations

 

Construction
Services

 
Total

Nine months ended September 30, 2002          
Revenues from external customers $ 834,817 $ 98,679 $ 933,496 
Intersegment revenues  --  50,991  50,991 
   
     Total $ 834,817 $ 149,670 $ 984,487 
   
Segment net income $ 2,554 $ 3,596 $ 6,150 
   
Nine months ended September 30, 2001  
Revenues from external customers $ 862,482 $ 100,023 $ 962,505 
Intersegment revenues  --  50,047  50,047 
   
     Total $ 862,482 $ 150,070 $ 1,012,552 
   
Segment net income $ 2,722 $ 3,459 $ 6,181 
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Note 3 – Merger-related Litigation Settlements

Litigation in Arizona related to the now terminated acquisition of the Company by ONEOK, Inc. (ONEOK) and the
rejection of competing offers from Southern Union Company (Southern Union) has been resolved. For additional
background information, see Item 3 “Legal Proceedings” in the 2001 Form 10-K filed by the Company with the SEC.

In August 2002, the Company reached final settlements with both Southern Union and ONEOK related to this litigation. The
Company paid Southern Union $17.5 million to resolve all remaining Southern Union claims against the Company and its
officers. ONEOK paid the Company $3 million to resolve all claims between the Company and ONEOK.

The net after-tax impact of the settlements was a $9 million, or $0.28 per share, charge and was reflected in the second
quarter 2002 financial statements. Prior to 2002, the impact to Company financial results for merger litigation costs was not
significant as most defense costs were reimbursed by insurance. In 2002, the Company exhausted its first layer of insurance
coverage and began filing claims with a different insurance provider for reimbursement under its second layer of coverage.
The Company and the insurance provider are in dispute over the type of coverage and whether it applies to the Southern
Union settlement or related litigation defense costs. Because of this dispute, the Company did not recognize any benefit for
potential insurance recoveries related to the Southern Union settlement in the second quarter. Management cannot predict
the amount, if any, of insurance cost reimbursement the Company may receive.
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ITEM 2.   MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION
AND RESULTS
                 OF OPERATIONS

The Company is principally engaged in the business of purchasing, transporting, and distributing natural gas. Southwest is
the largest distributor in Arizona, selling and transporting natural gas in most of central and southern Arizona, including the
Phoenix and Tucson metropolitan areas. Southwest is also the largest distributor and transporter of natural gas in Nevada,
serving the Las Vegas metropolitan area and northern Nevada. In addition, Southwest distributes and transports natural gas
in portions of California, including the Lake Tahoe area and the high desert and mountain areas in San Bernardino County.

Southwest purchases, transports, and distributes natural gas to approximately 1,427,000 residential, commercial, industrial
and other customers, of which 56 percent are located in Arizona, 35 percent are in Nevada, and 9 percent are in California.
During the twelve months ended September 30, 2002, Southwest earned 57 percent of operating margin in Arizona,
35 percent in Nevada, and 8 percent in California. During this same period, Southwest earned 83 percent of operating
margin from residential and small commercial customers, 8 percent from other sales customers, and 9 percent from
transportation customers. The percentage of transportation margin when compared to previous years is lower, reflecting a
temporary shift by a number of large commercial and industrial customers from transportation service to sales service. Many
of these customers are converting back to transportation service.

Northern is a full-service underground piping contractor which provides utility companies with trenching and installation,
replacement, and maintenance services for energy distribution systems.

Capital Resources and Liquidity

The capital requirements and resources of the Company generally are determined independently for the natural gas
operations and construction services segments. Each business activity is generally responsible for securing its own financing
sources. The capital requirements and resources of the construction services segment are not material to the overall capital
requirements and resources of the Company.

Southwest continues to experience significant customer growth. Financing this growth has required large amounts of capital
to pay for new transmission and distribution plant, to keep up with consumer demand. During the twelve-month period
ended September 30, 2002, capital expenditures for the natural gas operations segment were $254 million. Approximately
68 percent of these current-period expenditures represented new construction and the balance represented costs associated
with routine replacement of existing transmission, distribution, and general plant. Cash flows from operating activities of
Southwest (net of dividends) provided $246 million of the required capital resources pertaining to these construction
expenditures. The remainder was provided from external financing activities. Such cash flows were favorably impacted by
changes in the purchased gas adjustment (PGA) recovery rates resulting in the collection of previously deferred purchased
gas costs from customers and general rate relief.

In June 2002, the Company announced an agreement to purchase Black Mountain Gas Company (BMG), a gas utility
serving Cave Creek and Page, Arizona. BMG has approximately 7,300 natural gas customers in a rapidly growing area north
of Phoenix, Arizona. Regulatory approvals by the Arizona Corporation Commission (ACC) and the SEC are needed to
consummate the purchase, which is expected to be completed in early 2003. The acquisition will be financed using existing
credit facilities.

In March 2002, the Job Creation and Worker Assistance Act of 2002 (Act) was signed into law. This Act provides a three-
year, 30 percent “bonus” tax depreciation deduction for businesses. Southwest estimates the bonus depreciation deduction
will reduce federal income taxes paid by approximately $40 million to $50 million over the years 2002 through 2004.

Southwest estimates construction expenditures during the three-year period ending December 31, 2004 will be
approximately $675 million. Of this amount, $225 million to $250 million is expected to be incurred in 2002. During the
three-year period, cash flow from operating activities (net of dividends) is estimated to fund approximately 80 percent of the
gas operations total construction expenditures,
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including the impacts of the Act. The remaining cash requirements are expected to be provided by external financing
sources. The timing, types, and amounts of these additional external financings will be dependent on a number of factors,
including conditions in the capital markets, timing and amounts of rate relief, growth levels in Southwest service areas and
earnings. These external financings may include the issuance of both debt and equity securities, bank and other short-term
borrowings, and other forms of financing.

In May 2002, the Company issued $200 million in Senior Unsecured Notes, due 2012, bearing interest at 7.625%. The net
proceeds from the sale of the Senior Unsecured Notes were used to redeem the $100 million 9 ¾% Debentures, Series F, in
June 2002, and to reduce outstanding revolving credit loans.

In May 2002, the Company replaced the existing $350 million revolving credit facility that expired in June 2002 with a $125
million three-year facility and a $125 million 364-day facility. Of the total $250 million facility, $100 million will be
designated as long-term debt. Interest rates for the new facility are calculated at either LIBOR plus or minus a competitive
margin, or the greater of the prime rate or one-half of one percent plus the Federal Funds rate.

In October 2002, the Company entered into a $50 million commercial paper facility. Any issuance under the commercial
paper facility would be supported by the Company’s current revolving credit facility and therefore, does not represent new
borrowing capacity. Interest rates for the new facility are calculated at the then current commercial paper rate.

The rate schedules in all of the service territories contain PGA clauses, which permit adjustments to rates as the cost of
purchased gas changes. On an interim basis, Southwest generally defers over or under collections of gas costs to PGA
balancing accounts. In addition, Southwest uses this mechanism to either refund amounts over-collected or recoup amounts
under-collected as compared to the price paid for natural gas during the period since the last PGA rate change went into
effect. At December 31, 2001, the combined balances in PGA accounts totaled an under-collection of $84 million. At
September 30, 2002, the combined balances reflected an over-collection of $29 million. Southwest utilizes short-term
borrowings to finance PGA under-collected balances. Southwest has short-term borrowing capacity of $150 million, which
is considered adequate to meet anticipated needs. See PGA Filings for the status of current PGA filings.



In January 2002, the Company sold all of its interests in undeveloped property located in northern Arizona. The property
was originally acquired as a potential site for underground natural gas storage during the gas supply shortages of the 1970s,
but was never developed. Proceeds from the sale were $20 million, of which $15 million was received in January and
$5 million in September 2002. The sale resulted in a one-time pretax gain of $8.9 million, which was recognized in the first
quarter of 2002.

Results of Consolidated Operations

 
Period Ended September 30,

 
Three Months

 
Nine Months

 
Twelve Months

 
2002

 
2001

 
2002

 
2001

 
2002

 
2001

Contribution to net income                  
  (Thousands of dollars)  
Natural gas operations $ (18,103) $ (18,242) $ 2,554 $ 2,722 $ 32,458 $ 34,833 
Construction services  1,967  1,754  3,596  3,459  4,667  3,870 
      
Net income (loss) $ (16,136) $ (16,488) $ 6,150 $ 6,181 $ 37,125 $ 38,703 
      
Earnings (loss) per share  
Natural gas operations $ (0.55) $ (0.56) $ 0.08 $ 0.08 $ 0.99 $ 1.09 
Construction services  0.06  0.05  0.11  0.11  0.14  0.12 
      
Consolidated $ (0.49) $ (0.51) $ 0.19 $ 0.19 $ 1.13 $ 1.21 
      

See separate discussion at Results of Natural Gas Operations.
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Construction services earnings per share for the three and nine months ended September 30, 2002 were relatively unchanged
when compared to the same periods ended September 30, 2001. The increase in earnings per share during the twelve-month
period was due to favorable weather conditions as compared to the same period in 2001.

The following table sets forth the ratios of earnings to fixed charges for the Company:

 
For the Twelve Months Ended

 

September 30,
2002

 

December 31,
2001

 Ratio of earnings to fixed charges 1.58  1.59

Earnings are defined as the sum of pretax income plus fixed charges. Fixed charges consist of all interest expense including
capitalized interest, one-third of rent expense (which approximates the interest component of such expense), preferred
securities distributions, and amortized debt costs.

Results of Natural Gas Operations

Quarterly Analysis

 

Three Months Ended
September 30,

 
2002

 
2001

 (Thousands of dollars)
Gas operating revenues $ 167,187 $ 188,966 
Net cost of gas sold  70,060  99,113 
  
   Operating margin  97,127  89,853 
Operations and maintenance expense  65,924  63,466 
Depreciation and amortization  29,240  26,140 
Taxes other than income taxes  8,673  8,070 
  
   Operating income (loss)  (6,710)  (7,823)
Other income (expense)  (2,985)  (165)
  
   Income (loss) before interest and income taxes  (9,695)  (7,988)
Net interest deductions  19,379  19,725 
Preferred securities distributions  1,368  1,368 
Income tax expense (benefit)  (12,339)  (10,839)
  
   Contribution to consolidated net income (loss) $ (18,103) $ (18,242)
  

Contribution from natural gas operations improved $139,000 in the third quarter of 2002 compared to the same period a year
ago. Increased operating margin was mostly offset by higher operating expenses and an unfavorable change in other income
(expense).

Operating margin increased $7.3 million, or eight percent, in the third quarter of 2002 compared to the same period in 2001
resulting primarily from general rate relief and customer growth. General rate relief granted in Arizona (annualized at $21.6
million) and Nevada (annualized at $19.4 million) effective in the fourth quarter of 2001 was the primary driver of the



quarterly increase. Additionally, the Company added 56,000 customers during the past twelve months, a growth rate of four
percent.

Operations and maintenance expense increased $2.5 million, or four percent, reflecting general cost increases and
incremental costs associated with the continued expansion and upgrading of the gas system to accommodate customer
growth.
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Depreciation expense and general taxes increased $3.7 million, or 11 percent, as a result of construction activities. Average
gas plant in service increased $212 million, or nine percent, as compared to the third quarter of 2001. The increase reflects
ongoing capital expenditures for the upgrade of existing operating facilities and the expansion of the system to
accommodate continued customer growth.

Other income (expense) declined $2.8 million between periods. The current period includes a $1.4 million reduction in
interest income primarily earned on the deferred PGA account balances and a $1.2 million charge associated with the final
settlement of a regulatory issue in California (see California Order Instituting Investigation).

Net interest deductions declined $346,000 between periods. Strong cash flows throughout the year from the recovery of
previously deferred purchased gas costs and general rate relief mitigated the need to externally finance construction
expenditures.

Nine-Month Analysis

 

Nine Months Ended
September 30,

 
2002

 
2001

 (Thousands of dollars)
Gas operating revenues $ 834,817 $ 862,482 
Net cost of gas sold  449,345  508,282 
  
   Operating margin  385,472  354,200 
Operations and maintenance expense  196,259  187,727 
Depreciation and amortization  84,980  77,582 
Taxes other than income taxes  26,482  25,009 
  
   Operating income  77,751  63,882 
Merger litigation settlements  (14,500)  -- 
Other income  2,773  3,930 
  
   Income before interest and income taxes  66,024  67,812 
Net interest deductions  58,547  59,253 
Preferred securities distributions  4,106  4,106 
Income tax expense  817  1,731 
  
   Operating income $ 2,554 $ 2,722 
  

Contribution from natural gas operations declined $168,000 in the first nine months of 2002 compared to the same period a
year ago. The decrease was principally the result of the merger litigation settlements and increased operating expenses,
substantially offset by higher operating margin.

Operating margin increased $31 million, or nine percent compared to the same period a year ago. The increase was the result
of general rate relief and customer growth, partially offset by the impacts of weather between periods. Rate relief added
$31 million of operating margin. Customer growth contributed $11 million of incremental operating margin. Differences in
heating demand caused by weather variations between periods resulted in an $11 million margin decrease. Near record warm
temperatures during April 2002 negatively impacted current period margin while the prior period benefited from
temperatures which were on average five percent colder than normal.

Operations and maintenance expense increased $8.5 million, or five percent, reflecting general increases in labor and
maintenance costs, along with other operating expenses incurred to provide service to a steadily growing customer base.

Depreciation expense and general taxes increased $8.9 million, or nine percent, as a result of construction activities. Average
gas plant in service increased $202 million, or eight percent, as compared to the first nine months of 2001. The increase
reflects ongoing capital expenditures for the upgrade of existing operating facilities and the expansion of the system to
accommodate continued customer growth.
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During the second quarter of 2002, the Company recorded a net $14.5 million nonrecurring pretax charge related to the
settlements of merger-related litigation. See Merger-related Litigation Settlements for additional information.

Other income (expense) declined $1.2 million between periods. The current period includes a $4.4 million reduction in
interest income primarily earned on the deferred PGA account balances, $2.7 million of charges associated with the
settlement of a regulatory issue in California (see California Order Instituting Investigation), and a $2.2 million increase in
merger litigation costs, partially offset by a one-time pretax gain of $8.9 million on the sale of undeveloped property.

Twelve-Month Analysis

 

Twelve Months Ended
September 30,

 
2002

 
2001

 (Thousands of dollars)



Gas operating revenues $ 1,165,437 $ 1,158,051 
Net cost of gas sold  618,610  639,157 
  
   Operating margin  546,827  518,894 
Operations and maintenance expense  261,558  248,396 
Depreciation and amortization  111,896  101,900 
Taxes other than income taxes  34,253  32,140 
  
   Operating income  139,120  136,458 
Merger litigation settlements  (14,500)  -- 
Other income  6,537  3,712 
  
   Income before interest and income taxes  131,157  140,170 
Net interest deductions  78,040  78,095 
Preferred securities distributions  5,475  5,475 
Income tax expense  15,184  21,767 
  
   Operating income $ 32,458 $ 34,833 
  

Contribution to consolidated net income decreased $2.4 million in the current twelve-month period compared to the same
period a year ago. The impact of the merger litigation settlements, coupled with higher operating costs, was partially offset
by growth in operating margin and improvement in other income (expense).

Operating margin increased $28 million between periods. Customer growth, coupled with increased margin from electric
generation and industrial customers during the fourth quarter of 2001, contributed $17 million in incremental margin, while
rate relief added $37 million. Differences in heating demand caused by weather variations between periods resulted in a $26
million margin decrease. Warmer-than-normal temperatures experienced during the fourth quarter of 2001 and second
quarter of 2002 negatively impacted margin by $13 million. Prior-period margin was $13 million higher than expected due
to temperatures that were ten percent colder than normal.

Operations and maintenance expense increased $13.2 million, or five percent, reflecting general increases in labor and
maintenance costs, higher uncollectible expenses, and incremental operating expenses associated with providing service to a
steadily growing customer base.

Depreciation expense and general taxes increased $12.1 million, or nine percent, as a result of additional plant in service.
Average gas plant in service for the current twelve-month period increased $199 million, or eight percent, compared to the
corresponding period a year ago. This was attributable to the upgrade of existing operating facilities and the expansion of the
system to accommodate new customers.

During the second quarter of 2002, the Company recorded a net $14.5 million nonrecurring pretax charge related to the
settlements of merger-related litigation. See Merger-related Litigation Settlements for additional information.
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Other income (expense) improved $2.8 million between periods. The current period includes a one-time pretax gain of
$8.9 million for the sale of undeveloped property and a $3 million nonrecurring pretax gain on the sale of certain assets
recognized in the fourth quarter of 2001. These gains were partially offset by a $4.2 million decrease in interest income
primarily earned on deferred PGA account balances, $2.7 million of charges associated with the settlement of a regulatory
issue in California (see California Order Instituting Investigation) and a $2.5 million increase in merger litigation costs.

Income tax expense in the current period includes $2.5 million of income tax benefits recognized in the fourth quarter of
2001 associated with the favorable resolution of state income tax issues.

Rates and Regulatory Proceedings

Nevada General Rate Cases. In July 2001, Southwest filed general rate applications with the Public Utilities Commission of
Nevada (PUCN) seeking approval to increase revenues by $21.7 million per year in its southern Nevada rate jurisdiction and
$7.7 million in its northern Nevada rate jurisdiction. In November 2001, Southwest received approval from the PUCN to
increase rates by $13.5 million, or five percent, annually in southern Nevada and $5.9 million, or five percent, annually in
northern Nevada effective December 2001. In January 2002, the PUCN settled several open issues in the case regarding rate
design. Changes included increasing the residential basic service charge by $2.00 per month in both jurisdictions, which
should improve revenue stability in Nevada. The changes were effective February 2002 and did not impact the amount of
rate relief granted.

California General Rate Cases. In February 2002, Southwest filed general rate applications with the California Public
Utilities Commission (CPUC) for its northern and southern California jurisdictions. The applications sought annual
increases over a five-year rate case cycle with a cumulative total of $6.3 million in northern California and $17.2 million in
southern California.

In July 2002, the Office of Ratepayer Advocates (ORA) filed testimony in the rate case recommending significant reductions
to the rate increases sought by Southwest. The ORA did concur with the majority of the Southwest rate design proposals
including a margin tracking mechanism to mitigate weather-related and other usage variations. At the hearing that was held
in August 2002, Southwest modified its proposal from a five year to a three year rate case cycle and accordingly reduced its
cumulative request to $4.8 million in northern California and $10.7 million in southern California. For 2003, the amounts
requested were reduced to $2.6 million in northern California and $5.9 million in southern California. A decision is expected
by year-end, with rates to become effective in the first quarter of 2003. The last general rate increases received in California
were January 1998 in northern California and January 1995 in southern California.

Arizona Capacity Issues. Southwest is dependent upon the El Paso Natural Gas Company (El Paso) pipeline system for the
transportation of gas to virtually all of its Arizona service territories. Southwest receives transportation service from El Paso
to its Arizona service territories under a full requirements contract. Under full requirements service, El Paso is obligated to
transport all of a customer’s gas requirements each day, and the customer is obligated to have El Paso, and only El Paso,
transport its requirements. Virtually all of El Paso’s customers in Arizona, New Mexico and Texas are full requirements
customers, while El Paso transports gas for its customers in California and Nevada subject to a specific maximum daily
quantity, or contract demand limitation.

Since November 1999, the Federal Energy Regulatory Commission (FERC) has been examining capacity allocation issues
on the El Paso system in several proceedings. During that time, the demand for natural gas on the El Paso system has risen,



primarily due to increased electric power generation fuel needs and market area growth. As a result, shippers have been
increasingly receiving reductions in the quantities of gas that they have been nominating for transportation each day. Many
of the contract demand shippers have argued that the growth in the full requirements shippers’ volumes, coupled with El
Paso’s failure to expand its system, have impaired their ability to receive all of the service to which they are entitled.
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In May 2002, the FERC issued an order requiring that full requirements service be terminated as of November 2002. The
order stated that full requirements transportation service agreements were to be converted to contract demand-type service
agreements, and full requirements customers were to have an opportunity to negotiate an allocation of the system capacity
determined by El Paso to be in excess of the capacity needed to fully serve the contract demand shippers. If the customers
failed to agree upon an allocation, then the FERC would establish an allocation methodology for the customers. Following
the order, various parties including Southwest submitted comments to the FERC seeking clarification or petitioning for
rehearing.

In September 2002, the FERC issued an order on clarification of the May 2002 order. Among other things, the FERC
determined that the full requirements customers had not agreed upon an allocation of capacity, and therefore the FERC
established a methodology to be used to allocate capacity among the full requirements customers. In addition, the FERC
postponed the conversion of full requirements service agreements to contract demand-type service agreements until
May 2003. Because the proceeding is still ongoing, further modifications to previous orders as well as additional rulings are
expected.

Management believes that it is difficult to predict the ultimate outcome of the proceedings or the impact of the FERC action
on Southwest. However, by delaying the effective date of the order, Arizona will have sufficient capacity this winter.
Thereafter, management also expects that sufficient capacity will be available to Southwest, but additional costs may be
incurred to acquire such capacity. It is anticipated that any additional costs will be collected from customers, principally
through the PGA mechanism.

PGA Filings

The rate schedules in all of the service territories contain PGA clauses, which permit adjustments to rates as the cost of
purchased gas changes. Filings to change rates in accordance with PGA clauses are subject to audit by state regulatory
commission staffs. PGA changes impact cash flows but have no direct impact on profit margin.

Arizona PGA Filings. In Arizona, Southwest adjusts rates monthly for changes in purchased gas costs, within pre-
established limits. In January 2002, Southwest filed an advice letter with the ACC to eliminate a temporary rate adjustment
surcharge, which was otherwise set to expire at the end of the second quarter of 2002. This action was taken in recognition
of moderating gas costs and projections of PGA balancing account activity. The filing was approved effective February 2002
and reduces revenues by $31.9 million annually.

In October 2002, Southwest submitted a PGA filing to the ACC to reduce rates based on an over-collected PGA balance at
August 2002 of $18.8 million. The ACC approved the rate reduction as filed with new rates effective November 2002.

Nevada PGA Filings. In December 2001, Southwest submitted an out-of-cycle PGA filing to the PUCN for a $29.2 million
decrease for southern Nevada customers. In January 2002, an additional decrease of $13.9 million was requested. The total
of the two filings, $43.1 million, was agreed to in a settlement among all parties and approved by the PUCN effective
February 2002. The filings were made in advance of the scheduled annual date to allow customers to receive the benefit of
decreases experienced in natural gas costs. In June 2002, Southwest filed its annual PGA, which requested no change in
effective rates for either the southern or northern Nevada rate jurisdiction. However, subsequent to the filing, natural gas
prices declined further, and in October 2002, through an all-party stipulation, Southwest agreed to decreases in PGA rates.
The PUCN approved annual decreases of $13.5 million, or 14 percent, in northern Nevada and $8.7 million, or 4 percent, in
southern Nevada. The new rates became effective in November 2002.

California Order Instituting Investigation (OII). In July 2001, the CPUC ordered an investigation into the reasonableness of
Southwest natural gas procurement practices and costs from June 1999 through May 2001, and related measures taken to
minimize gas costs beyond May 2001. During the third quarter of 2001, Southwest filed a detailed report and testimony with
the CPUC on these matters for both its northern and southern California service territories. The OII resulted from complaints
by southern California customers about the size of
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monthly PGA rate increases that were necessary due to the unusually high cost of natural gas during the winter of 2000-
2001. In regards to the southern California jurisdiction, the ORA and County of San Bernardino recommended
disallowances of $7.3 million and $11.7 million, respectively. No issues were raised related to the northern California rate
jurisdiction. The proposed disallowances were based solely on decisions by Southwest not to purchase additional gas for
storage during the winter of 2000-2001. Hearings were held in January 2002. Southwest defended its decisions related to
storage, based on testimony which demonstrated that injecting additional volumes of natural gas into storage during the
2000 injection season (April through September) could not be economically justified based on market conditions and price
forecasts that existed at the time decisions were made.

During May 2002, the Administrative Law Judge issued a proposed decision and the Presiding Commissioner issued an
alternate decision (AD) related to this matter. The proposed decision recommended that Southwest be disallowed
$3.2 million, while the AD recommended a $5.8 million disallowance. The $3.2 million proposed decision contained
calculation errors which, when corrected, reduced the proposed decision to $2.7 million. Both draft decisions concluded that
Southwest should have had a higher gas storage inventory level than it had going into the winter of 2000-2001.

During July 2002, a second AD was drafted by another Commissioner, recommending a disallowance of nearly $1.5 million.
An estimated $1.5 million liability was recognized in the Company’s second quarter 2002 financial statements based on
management’s belief that a disallowance would be ordered. In August 2002, the CPUC issued a final order which disallowed
$2.7 million of gas costs. Based on the CPUC decision, an additional $1.2 million liability was recognized in the Company’s
third quarter 2002 financial statements. The CPUC ordered the $2.7 million be returned to customers through bill credits
beginning in November 2002, based on each customer’s usage during the five month period from November 2000 through
March 2001.

Merger-related Litigation Settlements



Litigation in Arizona related to the now terminated acquisition of the Company by ONEOK, Inc. (ONEOK) and the
rejection of competing offers from Southern Union Company (Southern Union) has been resolved. For additional
background information, see Item 3 “Legal Proceedings” in the 2001 Form 10-K filed by the Company with the SEC.

In August 2002, the Company reached final settlements with both Southern Union and ONEOK related to this litigation. The
Company paid Southern Union $17.5 million to resolve all remaining Southern Union claims against the Company and its
officers. ONEOK paid the Company $3 million to resolve all claims between the Company and ONEOK.

The net after-tax impact of the settlements was a $9 million, or $0.28 per share, charge and was reflected in the second
quarter 2002 financial statements. Prior to 2002, the impact to Company financial results for merger litigation costs was not
significant as most defense costs were reimbursed by insurance. In 2002, the Company exhausted its first layer of insurance
coverage and began filing claims with a different insurance provider for reimbursement under its second layer of coverage.
The Company and the insurance provider are in dispute over the type of coverage and whether it applies to the Southern
Union settlement or related litigation defense costs. Because of this dispute, the Company did not recognize any benefit for
potential insurance recoveries related to the Southern Union settlement in the second quarter. Management cannot predict
the amount, if any, of insurance cost reimbursement the Company may receive.

Recently Issued Accounting Pronouncements

In June 2001, the Financial Accounting Standards Board (FASB) issued SFAS No. 143, “Accounting for Asset Retirement
Obligations.” SFAS No. 143 requires entities to record the fair value of a liability for an asset retirement obligation in the
period in which it is incurred. The asset retirement obligations included within the scope of SFAS No. 143 are those that are
unavoidable as a result of the acquisition, construction, development, or normal operation of long-lived assets. The standard
requires that a legal obligation associated with the retirement of tangible long-lived assets be recognized as a liability when
incurred. When a liability for an asset retirement obligation is initially recorded, the entity capitalizes a cost by increasing
the carrying amount of the related long-lived asset. Over time, the liability is accreted to its present value each period, and
the capitalized cost is depreciated over the useful life of the related asset. Entities are also required to recognize period-to-
period changes for the liability related to asset retirement obligations resulting from the passage of time
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and/or revisions to either the timing or the amount of the original estimate of undiscounted cash flows. Upon settlement of
the liability, an entity either settles the obligation for its recorded amount or incurs a gain or loss. Upon initial application of
SFAS No. 143, entities are required to recognize the following items in the statement of financial position: a liability for any
existing asset retirement obligations adjusted for cumulative accretion to the date of adoption of SFAS No. 143, an asset
retirement cost capitalized as an increase to the carrying amount of the associated long-lived asset, and accumulated
depreciation for the capitalized cost. SFAS No. 143 is effective for financial statements issued for fiscal years beginning
after June 15, 2002, with early adoption encouraged. Management has not yet quantified the effects of the new standard on
the financial position or results of operations of the Company.

In April 2002, the FASB issued SFAS No. 145, “Rescission of FASB Statements No. 4, 44, and 64, Amendment of FASB
Statement No. 13, and Technical Corrections.” SFAS No. 145 rescinds SFAS No. 4, “Reporting Gains and Losses from
Extinguishment of Debt,” and an amendment of that Statement, SFAS No. 64, “Extinguishments of Debt Made to Satisfy
Sinking-Fund Requirements.” The rescission of SFAS Nos. 4 and 64 is effective for fiscal years beginning after May 15,
2002. All other provisions of SFAS No. 145 are effective for transactions entered into, or financial statements issued, after
May 15, 2002. The effective portions of the standard were adopted without impact during the second quarter of 2002 and
management believes the remaining portions of the new standard will have no material effect on the financial position or
results of operations of the Company.

In June 2002, the FASB issued SFAS No. 146, “Accounting for Costs Associated with Exit or Disposal Activities.” SFAS
No. 146 requires that a liability be recognized at fair value for a cost associated with an exit or disposal activity when the
liability is incurred. Exit or disposal activities include a sale or termination of a line of business, the closure of business
activities in a particular location, the relocation of business activities from one location to another, changes in management
structure, and a fundamental reorganization that affects the nature and focus of operations. The provisions of SFAS No. 146
are effective for exit or disposal activities that are initiated after December 31, 2002, with early application encouraged.
Management believes the new standard will have no material effect on the financial position or results of operations of the
Company.

Forward-Looking Statements

This report contains statements which constitute “forward-looking statements” within the meaning of the Securities
Litigation Reform Act of 1995 (Reform Act). All such forward-looking statements are intended to be subject to the safe
harbor protection provided by the Reform Act. A number of important factors affecting the business and financial results of
the Company could cause actual results to differ materially from those stated in the forward-looking statements. These
factors include, but are not limited to, the impact of weather variations on customer usage, customer growth rates, natural
gas prices, the effects of regulation/deregulation, the timing and amount of rate relief, changes in gas procurement practices,
changes in capital requirements and funding, the impact of conditions in the capital markets on financing costs, acquisitions
and competition.

ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

See Item 7A. “Quantitative and Qualitative Disclosures about Market Risk” in the Company’s 2001 Form 10-K filed with
the SEC. No material changes have occurred related to the Company’s disclosures about market risk.

ITEM 4. CONTROLS AND PROCEDURES

The Company has established disclosure controls and procedures that are designed to ensure that information required to be
disclosed in reports filed or submitted under the Securities Exchange Act of 1934 is recorded, processed, summarized and
reported, within the time periods specified in the SEC’s rules and forms.

Based on the most recent evaluation, which was completed within 90 days of the filing of this Form 10-Q, management of
the Company, including the Chief Executive Officer and Chief Financial Officer, believe the Company’s disclosure controls
and procedures are operating effectively.
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In addition, there were no significant changes in the Company’s internal controls or in other factors that could significantly
affect internal controls subsequent to the date of management’s most recent evaluation.

PART II — OTHER INFORMATION

ITEM 1.    LEGAL PROCEEDINGS

Merger-related Litigation Settlements

Litigation in Arizona related to the now terminated acquisition of the Company by ONEOK and the rejection of competing
offers from Southern Union has been resolved. For additional background information, see Item 3 “Legal Proceedings” in
the 2001 Form 10-K filed by the Company with the SEC.

In August 2002, the Company reached final settlements with both Southern Union and ONEOK related to this litigation. The
Company paid Southern Union $17.5 million to resolve all remaining Southern Union claims against the Company and its
officers. ONEOK paid the Company $3 million to resolve all claims between the Company and ONEOK. The net after-tax
impact of the settlements was a $9 million, or $0.28 per share, charge and was reflected in the second quarter 2002 financial
statements.

ITEM 2-5.  None.

ITEM 6.     EXHIBITS AND REPORTS ON FORM 8-K

 (a) The following documents are filed as part of this report on Form 10-Q:

  Exhibit
10

- Multi-Year Revolving Credit Agreement among the Company, Bank of New York, et al., dated
as of

    May 10, 2002.
  Exhibit

12
- Computation of Ratios of Earnings to Fixed Charges.

 (b) Reports on Form 8-K:

  On October 30, 2002, the Company reported summary financial information for the quarter, year to date and
twelve months ended September 30, 2002 pursuant to Item 9 of Form 8-K.
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Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed
on its behalf by the undersigned thereunto duly authorized.

Date: November 12, 2002

Southwest Gas Corporation

(Registrant) 

/s/ Roy R. Centrella

Roy R. Centrella
Vice President/Controller and Chief Accounting Officer 
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Certification on Form 10-Q

I, Michael O. Maffie, certify that:

1. I have reviewed this quarterly report on Form 10-Q of Southwest Gas Corporation;

2. Based on my knowledge, this quarterly report does not contain any untrue statement of a material fact or omit to
state a material fact necessary to make the statements made, in light of the circumstances under which such
statements were made, not misleading with respect to the period covered by this quarterly report;

3. Based on my knowledge, the financial statements, and other financial information included in this quarterly report,
fairly present in all material respects the financial condition, results of operations and cash flows of the registrant as
of, and for, the periods presented in this quarterly report;

4. The registrant’s other certifying officers and I are responsible for establishing and maintaining disclosure controls
and procedures (as defined in Exchange Act Rules 13a-14 and 15d-14) for the registrant and we have:

a) designed such disclosure controls and procedures to ensure that material information relating to the registrant,
including its consolidated subsidiaries, is made known to us by others within those entities, particularly
during the period in which this quarterly report is being prepared;

b) evaluated the effectiveness of the registrant’s disclosure controls and procedures as of a date within 90 days
prior to the filing date of this quarterly report (the “Evaluation Date”); and



c) presented in this quarterly report our conclusions about the effectiveness of the disclosure controls and
procedures based on our evaluation as of the Evaluation Date;

5. The registrant’s other certifying officers and I have disclosed, based on our most recent evaluation, to the registrant’s
auditors and the audit committee of registrant’s board of directors (or persons performing the equivalent function):

a) all significant deficiencies in the design or operation of internal controls which could adversely affect the
registrant’s ability to record, process, summarize and report financial data and have identified for the
registrant’s auditors any material weaknesses in internal controls; and

b) any fraud, whether or not material, that involves management or other employees who have a significant role
in the registrant’s internal controls; and

6. The registrant’s other certifying officers and I have indicated in this quarterly report whether or not there were
significant changes in internal controls or in other factors that could significantly affect internal controls subsequent
to the date of our most recent evaluation, including any corrective actions with regard to significant deficiencies and
material weaknesses.

Date: November 12, 2002

 /s/Michael O. Maffie                              
Michael O. Maffie
President and Chief Executive Officer
Southwest Gas Corporation
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Certification on Form 10-Q

I, George C. Biehl, certify that:

1. I have reviewed this quarterly report on Form 10-Q of Southwest Gas Corporation;

2. Based on my knowledge, this quarterly report does not contain any untrue statement of a material fact or omit to
state a material fact necessary to make the statements made, in light of the circumstances under which such
statements were made, not misleading with respect to the period covered by this quarterly report;

3. Based on my knowledge, the financial statements, and other financial information included in this quarterly report,
fairly present in all material respects the financial condition, results of operations and cash flows of the registrant as
of, and for, the periods presented in this quarterly report;

4. The registrant’s other certifying officers and I are responsible for establishing and maintaining disclosure controls
and procedures (as defined in Exchange Act Rules 13a-14 and 15d-14) for the registrant and we have:

a) designed such disclosure controls and procedures to ensure that material information relating to the registrant,
including its consolidated subsidiaries, is made known to us by others within those entities, particularly
during the period in which this quarterly report is being prepared;

b) evaluated the effectiveness of the registrant’s disclosure controls and procedures as of a date within 90 days
prior to the filing date of this quarterly report (the “Evaluation Date”); and

c) presented in this quarterly report our conclusions about the effectiveness of the disclosure controls and
procedures based on our evaluation as of the Evaluation Date;

5. The registrant’s other certifying officers and I have disclosed, based on our most recent evaluation, to the registrant’s
auditors and the audit committee of registrant’s board of directors (or persons performing the equivalent function):

a) all significant deficiencies in the design or operation of internal controls which could adversely affect the
registrant’s ability to record, process, summarize and report financial data and have identified for the
registrant’s auditors any material weaknesses in internal controls; and

b) any fraud, whether or not material, that involves management or other employees who have a significant role
in the registrant’s internal controls; and

6. The registrant’s other certifying officers and I have indicated in this quarterly report whether or not there were
significant changes in internal controls or in other factors that could significantly affect internal controls subsequent
to the date of our most recent evaluation, including any corrective actions with regard to significant deficiencies and
material weaknesses.

Date: November 12, 2002

 /s/George C. Biehl                                                   
George C. Biehl
Executive Vice President, Chief Financial Officer
and Corporate Secretary
Southwest Gas Corporation
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         MULTI-YEAR REVOLVING CREDIT AGREEMENT, dated as of May 10, 2002, among 
SOUTHWEST GAS CORPORATION, a California corporation (the "Borrower"), each of 
the lenders from time to time parties to this Agreement (collectively, the 
"Lenders"), and THE BANK OF NEW YORK, as Administrative Agent (the 
"Administrative Agent"). 
 
                                   WITNESSETH: 
 
         WHEREAS, the Borrower has requested the Lenders severally to commit to 
lend to the Borrower up to $125,000,000 on a revolving basis for general 
corporate purposes, including, without limitation, for commercial paper back-up; 
 
         WHEREAS, the Lenders are willing to make such loans, on the terms and 
conditions provided herein; 
 
         NOW, THEREFORE, the parties agree as follows: 
 
                                   ARTICLE I 
 
                                   DEFINITIONS 
                                   ----------- 
 
Section 1.01      Definitions. 
                  ------------ 
 
         (a) TERMS GENERALLY. The definitions ascribed to terms in this 
Agreement apply equally to both the singular and plural forms of such terms. 
Whenever the context may require, any pronoun shall be deemed to include the 
corresponding masculine, feminine and neuter forms. The words "include", 
"includes" and "including" shall be interpreted as if followed by the phrase 
"without limitation". The phrase "individually or in the aggregate" shall be 
deemed general in scope and not to refer to any specific Section or clause of 
this Agreement. All references herein to Articles, Sections, Exhibits and 
Schedules shall be deemed references to Articles and Sections of, and Exhibits 
and Schedules to, this Agreement unless the context shall otherwise require. The 
table of contents, headings and captions herein shall not be given effect in 
interpreting or construing the provisions of this Agreement. Except as otherwise 
expressly provided herein, all references to "dollars" or "$" shall be deemed 
references to the lawful money of the United States of America. 
 
         (b) ACCOUNTING TERMS. Except as otherwise expressly provided herein, 
the term "consolidated" and all other terms of an accounting nature shall be 
interpreted and construed in accordance with GAAP, as in effect from time to 
time; provided, however, that, for purposes of determining compliance with any 
covenant set forth in Article VII, such terms shall be construed in accordance 
with GAAP as in effect on the date of this Agreement, applied on a basis 
consistent with the construction thereof applied in preparing the Borrower's 
audited financial statements referred to in Section 5.01(k). If there shall 
occur a change in GAAP which but for the foregoing proviso would affect the 
 



 
 
computation used to determine compliance with any covenant set forth in Article 
VII, the Borrower and the Lenders agree to negotiate in good faith in an effort 
to agree upon an amendment to this Agreement that will permit compliance with 
such covenant to be determined by reference to GAAP as so changed while 
affording the Lenders the protection intended to be afforded by such covenant 
prior to such change (it being understood, however, that such covenant shall 
remain in full force and effect in accordance with its existing terms unless and 
until such amendment shall become effective). 
 
         (c) OTHER TERMS. The following terms have the meanings ascribed to 
them below or in the Sections of this Agreement indicated below: 
 
         "ABR REVOLVING LOANS" means Revolving Credit Loans that bear interest 
at a rate or rates determined by reference to the Alternate Base Rate. 
 
         "ACQUISITION" means any purchase or other acquisition of (a) any assets 
of any other Person that, taken together, constitute a business unit, (b) any 
capital stock of or equity interests in any other Person if, immediately 
thereafter, such other Person would be a Subsidiary of the Borrower or a 
Subsidiary of a Subsidiary of the Borrower, or (c) any assets of any other 
Person otherwise not in the ordinary course of business. 
 
         "ACQUISITION CONSIDERATION" has the meaning assigned to such term in 
Section 7.02(c) hereof. 
 
         "ADMINISTRATIVE AGENT" means The Bank of New York, acting in the 
capacity of administrative agent for the Lenders, or any successor 
administrative agent appointed pursuant to the terms of this Agreement. 
 
         "ADMINISTRATIVE QUESTIONNAIRE" means an administrative details reply 
form delivered by a Lender to the Administrative Agent, in substantially the 
form provided by the Administrative Agent or the form attached to an Assignment 
and Acceptance. 
 
         "AFFILIATE" means, when used with reference to any Person, a Person 
(other than a Subsidiary) which directly or indirectly controls, is controlled 
by, or is under common control with, such other Person. For purposes of this 
definition, "control" (including with correlative meanings, the terms 
"controlling," "controlled by" and "under common control with," as applied to 
any Person, means the possession, directly or indirectly, of the power to direct 
or cause the direction of the management and policies of that Person, whether 
through the ownership of voting securities or by contract or otherwise. 
 
         "AGREEMENT" means this Multi-Year Revolving Credit Agreement, as it may 
be amended, modified or supplemented from time to time. 
 
         "ALTERNATE BASE RATE" means, for any day, a rate per annum equal to the 
greater of: 
 
 
                                       2 



 
 
                  (i) the rate of interest from time to time publicly announced 
         by the Administrative Agent in The City of New York as its prime 
         commercial loan rate in effect on such day; and 
 
                  (ii) the sum of (a) 1/2 of 1% per annum and (b) the Federal 
         Funds Rate in effect on such day. 
 
The Alternate Base Rate shall change as and when the greater of the foregoing 
rates shall change. Any change in the Alternate Base Rate shall become effective 
as of the opening of business on the day of such change. 
 
         "APPLICABLE LENDING OFFICE" means, with respect to a Loan, the 
applicable office of the Lender for making such Loan, as specified in Schedule 1 
or in an Administrative Questionnaire delivered to the Administrative Agent as 
the office from which such Lender makes Loans of the relevant type. 
 
         "APPLICABLE MARGIN" means, at any date and with respect to each 
Revolving Credit Loan during which the applicable Pricing Level set forth below 
is in effect, the percentage set forth below adjacent to such Pricing Level: 
 
- -------------------------------------------------------------------------------- 
      Pricing                  Applicable                         Applicable 
       Level                     Margin                             Margin 
       -----                     ------                             ------ 
- -------------------------------------------------------------------------------- 
                       Eurodollar Revolving Loans            ABR Revolving Loans 
                       --------------------------            ------------------- 
- -------------------------------------------------------------------------------- 
         I                       0.500%                              0.000% 
- -------------------------------------------------------------------------------- 
         II                      0.750%                              0.000% 
- -------------------------------------------------------------------------------- 
        III                      0.875%                              0.000% 
- -------------------------------------------------------------------------------- 
         IV                      1.125%                              0.000% 
- -------------------------------------------------------------------------------- 
         V                       1.375%                              0.125% 
- -------------------------------------------------------------------------------- 
 
         "ASSIGNEE" has the meaning assigned to such term in Section 10.03. 
 
         "ASSIGNMENT AND ACCEPTANCE" has the meaning assigned to such term in 
Section 10.03. 
 
         "AVAILABLE COMMITMENT" means, on any day, an amount equal to (a) the 
Total Commitment on such day minus (b) the aggregate outstanding principal 
amount of Loans on such day. 
 
         "BORROWER" has the meaning assigned to such term in the preamble. 
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         "BORROWING DATE" means, with respect to any Loan, the Business Day set 
forth in the relevant Borrowing Request as the date upon which the Borrower 
desires to borrow such Loan. 
 
         "BORROWING REQUEST" means a request, substantially in the form of 
Exhibit A, by the Borrower for Loans, which shall specify (a) the requested 
Borrowing Date, (b) the aggregate amount of such Loans, and (c) (i) whether such 
Loans are to bear interest initially as ABR Revolving Loans or Eurodollar 
Revolving Loans and (ii) if applicable, the initial Interest Period therefor. 
 
         "BUSINESS DAY" means any day that is (a) not a Saturday, Sunday or 
other day on which commercial banks in the City of New York and California are 
authorized by law to close and (b) with respect to any Eurodollar Revolving 
Loan, a day on which commercial banks are open for domestic and international 
business (including dealings in U.S. dollar deposits) in London. 
 
         "CAPITAL EXPENDITURES" means, for any period, the aggregate of all 
expenditures (whether paid in cash or accrued as liabilities and including that 
portion of Capital Leases that is capitalized on the consolidated balance sheet 
of the Borrower and its Subsidiaries) by the Borrower and its Subsidiaries 
during such period that are included in the property, plant or equipment 
reflected in the consolidated balance sheet of the Borrower and its 
Subsidiaries. 
 
         "CAPITAL LEASE" means, as to the Borrower and its Subsidiaries, a lease 
of (or other agreement conveying the right to use) real and/or personal 
Property, the obligations with respect to which are required to be classified 
and accounted for as a capital lease on a balance sheet of the Borrower or any 
of its Subsidiaries under GAAP (including Statement of Financial Accounting 
Standards No. 13 of the Financial Accounting Standards Board). 
 
         "CAPITAL LEASE OBLIGATIONS" means, as to the Borrower and its 
Subsidiaries, the obligations of the Borrower or any of its Subsidiaries to pay 
rent or other amounts under a Capital Lease and, for purposes of this Agreement, 
the amount of such obligations shall be the capitalized amount thereof, 
determined in accordance with GAAP (including such Statement No. 13 referenced 
in the definition of "Capital Lease"). 
 
         "CERCLA" means the Comprehensive Environmental Response, Compensation 
and Liability Act of 1980, as amended, and any regulation promulgated 
thereunder. 
 
         "CHANGE IN CONTROL" means the occurrence of either of the following 
conditions: (a) any Person or group of associated Persons acting in concert 
shall have acquired an aggregate of more than 51 % of the outstanding shares of 
voting stock of the Borrower, or (b) individuals who constitute the board of 
directors of the Borrower on the date hereof (the "INCUMBENT BOARD") cease for 
any reason to constitute at least a majority thereof, provided that any person 
becoming a director subsequent to the date hereof whose election, or nomination 
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for election by the Borrower's shareholders, was approved by a vote of a 
majority of the directors comprising the Incumbent Board (either by a specific 
vote or by approval of the proxy statement of the Borrower in which such person 
is named as a nominee for director, without objection to such nomination) shall 
be, for purposes of this clause (b), considered as though such person were a 
member of the Incumbent Board. 
 
         "CODE" means the Internal Revenue Code of 1986, as amended from time to 
time. 
 
         "COMMITMENT" means, with respect to a Lender, the amount set forth 
opposite such Lender's name under the heading "Commitment" on Schedule 1, as 
such amount may be reduced from time to time pursuant to Section 2.03. 
 
         "COMMITMENT FEE" has the meaning assigned to such term in Section 
3.07(a). 
 
         "CONFIDENTIAL INFORMATION" means information delivered to the 
Administrative Agent for the Lenders or to a Lender by or on behalf of the 
Borrower in connection with the transactions contemplated by or otherwise 
pursuant to this Agreement that is confidential or proprietary in nature at the 
time it is so delivered or information obtained by the Administrative Agent or 
such Lender in the course of its review of the books or records of the Borrower 
contemplated herein; provided that such term shall not include information (a) 
that was publicly known or otherwise known to the Administrative Agent or such 
Lender prior to the time of such disclosure, (b) that subsequently becomes 
publicly known through no act or omission by the Administrative Agent or such 
Lender or any Person acting on the Administrative Agent or such Lender's behalf, 
(c) that otherwise becomes known from a third party who the Administrative Agent 
or such Lender did not know or have reason to believe received such information 
in a restricted or unlawful manner or (d) that constitutes financial information 
delivered to the Administrative Agent or such Lender that is otherwise publicly 
available. 
 
         "CONTINGENT OBLIGATION" means, for the Borrower and its Subsidiaries, 
any direct or indirect Contractual Obligation with respect to any Debt, lease, 
dividend, letter of credit or other obligation (the "primary obligations") of 
another Person (the "primary obligor"), including, without limitation, any 
obligation of the Borrower or any Subsidiary, whether or not contingent, (a) to 
purchase, repurchase or otherwise acquire such primary obligations or any 
Property constituting direct or indirect security therefor, or (b) to advance or 
provide funds (i) for the payment or discharge of any such primary obligation, 
or (ii) to maintain working capital or equity capital of the primary obligor or 
otherwise to maintain the net worth or solvency or any balance sheet item, level 
of income or financial condition of the primary obligor prior to such obligation 
being a stated or determinable amount, or (c) to purchase Property, securities 
or services primarily for the purpose of assuring the owner of any such primary 
obligation of the ability of the primary obligor to make payment of such primary 
obligation, or (d) otherwise to assure or hold harmless the holder of any such 
primary obligation against loss in respect thereof. The amount of any Contingent 
 
 
                                       5 



 
 
Obligation shall be deemed to be an amount equal to the stated or determinable 
amount of the primary obligation in respect of which such Contingent Obligation 
is made or, if not stated or if indeterminable, the maximum reasonably 
anticipated liability in respect thereof, except as specified in clause (b)(ii) 
above. 
 
         "CONTRACTUAL OBLIGATIONS" means, as to any Person, any provision of any 
security issued by such Person or of any agreement, undertaking, contract, 
indenture, mortgage, deed of trust or other instrument, document or agreement to 
which such Person is a party or by which it or any of its Property is bound. 
 
         "CONTROLLED GROUP" means the Borrower and all Persons (whether or not 
incorporated) under common control or treated as a single employer with the 
Borrower or any of its Subsidiaries pursuant to Section 414(b), (c), (m) or (o) 
of the Code. 
 
         "CONVERSION DATE" means, with respect to a Loan, the date on which a 
conversion of interest rates on such Loan shall take effect. 
 
         "CONVERSION REQUEST" means a request, substantially in the form of 
Exhibit B, by the Borrower to convert the interest rate basis for all or 
portions of outstanding Revolving Credit Loans, which shall specify (a) the 
requested Conversion Date, which shall be not fewer than three Business Days 
after the date of such Conversion Request, (b) the aggregate amount of such 
Revolving Credit Loans, on and after the Conversion Date, which are to bear 
interest as ABR Loans or Eurodollar Revolving Loans and (c) the term of the 
Interest Periods therefor, if any. 
 
         "CPUC ORDER" means, collectively, the Opinion, dated April 22, 2002, 
and the Order, dated April 24, 2002, of the California Public Utilities 
Commission. 
 
         "CREDIT DOCUMENTS" means this Agreement and the Notes. 
 
         "DEBT" means, with respect to the Borrower and its Subsidiaries, (a) 
all obligations for borrowed money, including interest or fees of any nature 
related to the borrowing of money accrued but unpaid, (b) all obligations under 
letters of credit, bills of exchange or bankers acceptances, (c) all obligations 
representing the deferred purchase price of Property or services which in 
accordance with GAAP would be shown on the balance sheet as a liability, (d) all 
obligations, whether or not assumed by or with recourse to such Person, secured 
by Liens upon, or payable out of the proceeds or production from, assets owned 
by such Person, (e) all Capital Lease Obligations, and (f) all Contingent 
Obligations. 
 
         "DEFAULT" means any event or circumstance which, with the giving of 
notice or the passage of time, or both, would be an Event of Default. 
 
         "EFFECTIVE DATE" has the meaning assigned to such term in Section 6.01. 
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         "ENVIRONMENTAL CLAIM" means all claims, however asserted, by any 
Governmental Authority or other Person alleging potential liability or 
responsibility for violation of any Environmental Law or for release or injury 
to the environment or threat to public health, personal injury (including 
sickness, disease or death), property damage, natural resources damage, or 
otherwise alleging liability or responsibility for damages (punitive or 
otherwise), cleanup, removal, remedial or response costs, restitution, civil or 
criminal penalties, injunctive relief, or other type of relief, resulting from 
or based upon (a) the presence, placement, discharge, emission or release 
(including intentional and unintentional, negligent and non-negligent, sudden or 
non-sudden, accidental or non-accidental placement, spills, leaks, discharges, 
emissions or releases) of any hazardous material at, in or from Property, 
whether or not owned by the Borrower, or (b) any other circumstances forming the 
basis of any violation, or alleged violation, of any Environmental Law. 
 
         "ENVIRONMENTAL LAWS" means all federal, state or local laws, statutes, 
common law duties, rules, regulations, ordinances and codes, together with all 
administrative orders, directed duties, requests, licenses, authorizations and 
permits of, and agreements with, any Governmental Authorities, in each case 
relating to environmental, health, safety and land use matters; including 
CERCLA, the Clean Air Act, the Federal Water Pollution Control Act of 1972, the 
Solid Waste Disposal Act, the Federal Resource Conservation and Recovery Act and 
the Toxic Substances Control Act. 
 
         "ENVIRONMENTAL PERMITS" shall have the meaning ascribed to such term in 
Section 5.01(1)(ii). 
 
         "EQUITY ISSUANCE" means the issuance of any equity securities or the 
receipt of any capital contribution, in each case, by the Borrower or any 
Subsidiary, other than (a) any issuance of equity securities to, or receipt of 
any such capital contribution from, the Borrower, (b) the issuance of stock in 
connection with an Acquisition, or (c) the issuance of common stock pursuant to 
a stock option plan, dividend reinvestment plan, employee benefit investment 
plan or for executive compensation, in each case, in the ordinary course of 
business. 
 
         "ERISA" means the Employee Retirement Income Security Act of 1974 and 
any regulation promulgated thereunder. 
 
         "ERISA AFFILIATE" means any trade or business (whether or not 
incorporated) under common control with the Borrower or any Subsidiary of the 
Borrower within the meaning of Section 414(b), 414(c) or 414(m) of the Code. 
 
         "ERISA EVENT" means (a) a Reportable Event with respect to a Qualified 
Plan or a Multiemployer Plan; (b) a withdrawal by any member of the Controlled 
Group from a Qualified Plan subject to Section 4063 of ERISA during a plan year 
in which it was a substantial employer (as defined in Section 4001(a)(2) of 
ERISA); (c) a complete or partial withdrawal by any member of the Controlled 
Group from a Multiemployer Plan; (d) the filing of a notice of intent to 
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terminate, the treatment of a plan amendment as a termination under Section 4041 
or 4041A of ERISA or the commencement of proceedings by the PBGC to terminate a 
Qualified Plan or Multiemployer Plan subject to Title IV of ERISA; (e) a failure 
to make required contributions to a Qualified Plan or Multiemployer Plan; (f) an 
event or condition which might reasonably be expected to constitute grounds 
under Section 4042 of ERISA for the termination of, or the appointment of a 
trustee to administer, any Qualified Plan or Multiemployer Plan; (g) the 
imposition of any liability under Title IV of ERISA, other than PBGC premiums 
due but not delinquent under Section 4007 of ERISA, upon any member of the 
Controlled Group; (h) an application for a funding waiver or an extension of any 
amortization period pursuant to Section 412 of the Code with respect to any 
Qualified Plan; (i) any member of the Controlled Group engaging in or otherwise 
becoming liable for a non-exempt prohibited transaction; or (j) a violation of 
the applicable requirements of Section 404 or 405 of ERISA or the exclusive 
benefit rule under Section 401 (a) of the Code by any fiduciary with respect to 
any Qualified Plan for which the Borrower or any of its Subsidiaries may be 
directly or indirectly liable. 
 
         "EURODOLLAR LENDING OFFICE" initially, the office of each Lender 
through which it will be making or maintaining Eurodollar Revolving Loans, as 
reported by such Lender to the Administrative Agent. 
 
         "EURODOLLAR REVOLVING LOANS" means Revolving Credit Loans that bear 
interest at a rate or rates determined by reference to LIBOR. 
 
         "EURODOLLAR RESERVE PERCENTAGE" means, for any day, the percentage 
prescribed by the Federal Reserve Board for determining the maximum reserve 
requirement (including any marginal, supplemental or emergency reserve 
requirements) on such day for a member bank of the Federal Reserve System in 
respect of "Eurocurrency Liabilities" (as defined in Regulation D of the Federal 
Reserve Board (or any successor regulation), as amended from time to time) for 
other deposits having a maturity approximately equal to the applicable Interest 
Period. 
 
         "EVENT OF DEFAULT" has the meaning assigned to such term in Section 
8.01. 
 
         "EXCLUDED TAXES" means all present and future taxes, levies, imposts, 
duties, deductions, withholdings, fees, liabilities and similar charges imposed 
on or measured by the overall net income of any Lender (or any office, branch or 
subsidiary of such Lender) or any franchise taxes, taxes on doing business or 
taxes measured by capital or net worth imposed on any Lender (or any office, 
branch or subsidiary of such Lender), in each case imposed by the United States 
of America or any political subdivision or taxing authority thereof or therein, 
or taxes on or measured by the overall net income of any office, branch or 
subsidiary of a Lender or any franchise taxes, taxes imposed on doing business 
or taxes measured by capital or net worth imposed on any office, branch or 
subsidiary of such Lender, in each case imposed by any foreign country or 
subdivision thereof in which such Lender's principal office or Eurodollar 
Lending Office is located. 
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         "FEDERAL FUNDS RATE" means, for any day, the rate per annum (rounded, 
if necessary, to the next greater l/16 of 1 %) equal to the weighted average of 
the rates on overnight Federal funds transactions with members of the Federal 
Reserve System arranged by Federal funds brokers on such day, as published by 
the Federal Reserve Bank of New York on the Business Day next succeeding such 
day; provided that (i) if such day is not a Business Day, the Federal Funds Rate 
for such day shall be such rate on such transactions on the next preceding 
Business Day, and (ii) if no such rate is so published on such next succeeding 
Business Day, then the Federal Funds Rate for such day shall be the average rate 
quoted to the Administrative Agent on such day on such transactions, as 
determined by the Administrative Agent. 
 
         "FEDERAL RESERVE BOARD" means the Board of Governors of the Federal 
Reserve System (or any successor Governmental Authority). 
 
         "FUNDED DEBT" means, for the Borrower and its Subsidiaries, (a) all 
obligations for borrowed money, (b) all obligations representing the deferred 
purchase price of Property or services which in accordance with GAAP would be 
shown on a balance sheet of such Person as a liability due more than 12 months 
from the date of the occurrence or evidenced by a note or similar instrument, 
(c) all Capital Lease Obligations, (d) all Contingent Obligations and (e) 
Preferred Securities with an aggregate stated liquidation amount in excess of 
7.5% of Total Capitalization. 
 
         "GAAP" means generally accepted accounting principles, as set forth in 
the opinions and pronouncements of the Accounting Principles Board of the 
American Institute of Certified Public Accountants and statements and 
pronouncements of the Financial Accounting Standards Board or in such other 
statements by such other entities as may be approved by a significant segment of 
the accounting profession of the United States of America. 
 
         "GOVERNMENTAL AUTHORITY" means any nation or government, any state or 
other political subdivision thereof and any entity exercising executive, 
legislative, judicial, regulatory or administrative functions of or pertaining 
to government. 
 
         "HAZARDOUS MATERIALS" means all those substances which are regulated 
by, or which may form the basis of liability under, any Environmental Law, 
including all substances identified under any Environmental Law as a pollutant, 
contaminant, waste, solid waste, hazardous waste, hazardous constituent, special 
waste, hazardous substance, hazardous material, or toxic substance, or petroleum 
or petroleum derived substance or waste. 
 
         "INCREASE REQUEST" means a request by the Borrower for an increase of 
the Total Commitment in accordance with Section 2.03. 
 
         "INCREMENTAL LENDER" has the meaning assigned to such term in Section 
2.03(c). 
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         "INCUMBENT BOARD" has the meaning specified in the definition of 
"Change of Control." 
 
         "INDEMNITEE" has the meaning assigned to such term in Section 4.06. 
 
         "INTEREST PERIOD" means, with respect to any Eurodollar Revolving Loan, 
each one week, or one, two, three or six-month period, or if made available by 
all Lenders, periods of twelve months, such period being the one selected by the 
Borrower pursuant to Section 2.02 or 3.01 and commencing on the date such Loan 
is made or at the end of the preceding Interest Period, as the case may be; 
PROVIDED, HOWEVER, that: 
 
                  (a) any Interest Period that would otherwise end on a day that 
         is not a Business Day shall be extended to the next Business Day, 
         unless such Business Day falls in another calendar month, in which case 
         such Interest Period shall end on the next preceding Business Day; 
 
                  (b) any Interest Period that begins on the last Business Day 
         of a calendar month (or on a day for which there is no numerically 
         corresponding day in the calendar month at the end of such Interest 
         Period) shall, subject to clause (c) below, end on the last Business 
         Day of a calendar month; and 
 
                  (c) any Interest Period that would otherwise end after the 
         Termination Date then in effect shall end on the Termination Date. 
 
         "INVESTMENTS" means any direct or indirect purchase or acquisition of 
any obligations or other securities of, or any interest in, any Person (other 
than purchases or acquisitions constituting an Acquisition), or any advance 
(other then advances to employees for expenses incurred in the ordinary course 
of business), loan, extension of credit or capital contribution to, or any other 
investment in, any Person including, without limitation, any Affiliates of such 
Person. 
 
         "IRS" means the Internal Revenue Service. 
 
         "LEASE OBLIGATIONS" means, as of the date of any determination thereof, 
for the Borrower and its Subsidiaries the aggregate rental commitments under 
leases for real and/or personal Property (net of income received or receivable 
(if no default), from subleases thereof, but including taxes, insurance, 
maintenance and similar expenses which the lessee is obligated to pay under the 
terms of said leases), whether or not such obligations are reflected as 
liabilities or commitments on a balance sheet of the Borrower or any Subsidiary 
or in the notes thereto, excluding, however, Capital Lease Obligations. 
 
         "LENDERS" has the meaning assigned to such term in the preamble. 
 
         "LIBOR" means, with respect to any Interest Period, the rate per annum 
determined by the Administrative Agent to be the offered rate for dollar 
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deposits with a term comparable to such Interest Period that appears on the 
display designated as Page 3750 on the Dow Jones Telerate Service (or such other 
page as may replace such page on such service, or on another service designated 
by the British Bankers' Association, for the purpose of displaying the rates at 
which dollar deposits are offered by leading banks in the London interbank 
deposit market) at approximately 11:00 A.M., London time, on the second Business 
Day preceding the first day of such Interest Period. If such rate does not 
appear on such page, "LIBOR" shall mean the arithmetic mean (rounded, if 
necessary, to the next higher 1/16 of 1%) of the respective rates of interest 
communicated by the LIBOR Reference Bank to the Administrative Agent as the rate 
at which U.S. dollar deposits are offered to the LIBOR Reference Bank by leading 
banks in the London interbank deposit market at approximately 11:00 A.M., London 
time, on the second Business Day preceding the first day of such Interest Period 
in an amount substantially equal to the respective LIBOR Reference Amounts for a 
term equal to such Interest Period. 
 
         "LIBOR Reference Amount" means, with respect to any LIBOR Reference 
Bank and Interest Period, the amount of the Eurodollar Revolving Loan of the 
Lender which is, or is affiliated with, such LIBOR Reference Bank, scheduled to 
be outstanding during that Interest Period (without taking into account any 
assignment or participation and rounded up to the nearest integral multiple of $ 
1,000,000). 
 
         "LIBOR Reference Bank" means The Bank of New York; provided that if the 
LIBOR Reference Bank assigns its Commitment or all its Loans to an unaffiliated 
institution, such Person shall be replaced as a LIBOR Reference Bank by the 
Administrative Agent's appointment, in consultation with the Borrower and with 
the consent of the Required Lenders, of another bank which is a Lender (or an 
Affiliate of a Lender). 
 
         "LIEN" means any voluntary or involuntary mortgage, assignment, pledge, 
security interest, encumbrance, lien, claim or charge of any kind on or with 
respect to, or any preferential arrangement with respect to the payment of any 
obligations with the proceeds or from the production of, any asset of any kind, 
including, without limitation, any agreement to give any of the foregoing, any 
conditional sale or other title retention agreement or any lease in the nature 
thereof. 
 
         "LOANS" means Revolving Credit Loans. 
 
         "MARGIN STOCK" means "margin stock" as such term is defined in 
Regulations G, T, U or X of the Federal Reserve Board. 
 
         "MATERIAL ADVERSE EFFECT" means a change, or announcement of a change, 
which would reasonably be expected, immediately or with the passage of time, to 
result in a material adverse change in, or a material adverse effect upon, any 
of (i) the operations, business, Properties, condition (financial or otherwise) 
or prospects of the Borrower or the Borrower and its Subsidiaries taken as a 
whole, (ii) the ability of the Borrower timely to perform any of its material 
 
 
                                       11 



 
 
obligations, or of the Lenders to exercise any remedy, under any Credit Document 
or (iii) the legality, validity, binding nature or enforceability of any Credit 
Document. 
 
         "MATURITY DATE" means May 10, 2005, or such earlier date on which the 
Notes shall become due and payable, whether by acceleration or otherwise. 
 
         "MOODY'S" means Moody's Investors Service, Inc. and any successor 
thereto  that  is a  nationally recognized rating agency. 
 
         "MULTIEMPLOYER PLAN" means a "multiemployer plan" (within the meaning 
of Section 4001 (a)(3) of ERISA) and to which any member of the Controlled Group 
makes, is making, or is obligated to make contributions or has made, or been 
obligated to make, contributions. 
 
         "NET WORTH" means the amount of (a) Borrower's common shareholders' 
equity determined in accordance with GAAP, plus (b) preferred and preference 
stock, plus (c) Preferred Securities with an aggregate stated liquidation amount 
of 7.5% or less of Total Capitalization. 
 
         "NEW LENDER" has the meaning assigned to such term in Section 2.03(c). 
 
         "NOTICE OF LIEN" means any "notice of lien" or similar document filed 
or recorded with any court, registry, recorder's office, central filing office 
or Governmental Authority for the purpose of evidencing, creating, perfecting or 
preserving the priority of a Lien securing obligations owing to a Governmental 
Authority. 
 
         "OBLIGATIONS" means the Loans and any other liability or duty owing by 
the Borrower to the Administrative Agent or any Lender or Indemnitee hereunder. 
 
         "PARTICIPANT" has the meaning assigned to such term in Section 10.02. 
 
         "PBGC" means the Pension Benefit Guaranty Corporation (or any successor 
Governmental Authority). 
 
         "PENSION PLAN" means a Plan that (i) is an employee pension benefit 
plan, as defined in Section 3(3) of ERISA (other than a Multiemployer Plan) and 
(ii) is subject to the provisions of Title IV of ERISA or is subject to the 
minimum funding standards under Section 412 of the Code. 
 
         "PERMITTED INVESTMENTS" means Investments made by the Borrower and its 
Subsidiaries in the ordinary course of business as presently conducted or 
transactions permitted by Section 7.02(b), provided that the Borrower may only 
make cash Investments in (a) U.S. government and agency securities; (b) money 
market funds rated AA or A-1 or better by S&P and Aaa or P-1 or better by 
Moody's; (c) municipal securities rated within the top two ratings by S&P and 
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Moody's; (d) repurchase agreements with reputable financial institutions fully 
secured by collateral consisting of securities described in clauses (a) and (b) 
above having a market value at least equal to 102% of the amount so invested; 
(e) bankers' acceptances issued by a bank rated Aaa or better by Moody's or 
rated AA or better by S&P and eligible for purchase by a Federal Reserve Bank; 
(f) interest-bearing demand or time deposits (including certificates of deposit) 
in banks and savings and loan associations, provided such deposits are (i) 
secured at all times, in the manner and to the extent provided by law, by 
collateral consisting of securities described in clauses (a) and (b) above 
having a market value of no less than 102% of the amount of moneys so invested 
or (ii) fully insured by federal deposit insurance; (g) shares of any "regulated 
investment company" within the meaning of Section 851(a) of the Code, the assets 
of which consist only of securities or investments described in clauses (a) 
through (f) above; (h) commercial paper (including both non-interest-bearing 
discount obligations and interest-bearing obligations payable on demand or on a 
specified date not more than one year after the date of issuance thereof) which 
have been rated at least A-1 by S&P and at least P-1 by Moody's at the time of 
such investment; (i) other obligations of corporations which have been rated at 
least AA by S&P and at least Aaa by Moody's at the time of such investment; (j) 
open ended mutual funds, as regulated by Rule 2a-7 under the Investment Company 
Act of 1940 and whose net asset value remains a constant $1 a share; (k) 
investments directed by the Borrower in conjunction with industrial development 
revenue bonds, and (1) Subsidiaries, Affiliates and transactions permitted by 
Section 7.02(b). 
 
         "PERMITTED LIENS" means any of the following: 
 
                  (a) Liens on any Property acquired, constructed, or improved 
         by the Borrower or its Subsidiaries after the Effective Date that are 
         created or assumed contemporaneously with, or within 120 days after, 
         such acquisition or completion of the construction or improvement, or 
         within six months thereafter pursuant to a firm commitment for 
         financing arranged with a lender or investor within such 120-day 
         period, to secure or provide for the payment of all or any part of the 
         purchase price of such Property or the cost of such construction or 
         improvement incurred after the Effective Date or, in addition to Liens 
         contemplated by clauses (b) and (c) below, Liens on any Property 
         existing at the time of acquisition thereof, provided that the Liens 
         shall not apply to any Property theretofore owned by the Borrower or 
         its Subsidiaries other than, in the case of any such construction or 
         improvement, any theretofore unimproved Property on which the Property 
         so constructed or the improvement is located; 
 
                  (b) Existing Liens on any Property or indebtedness of a 
         corporation that is merged with or into or consolidated with the 
         Borrower or its Subsidiaries or becomes a Subsidiary; provided that the 
         Liens shall not apply to any Property theretofore owned by the Borrower 
         or its Subsidiaries; 
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                  (c) Liens in favor of the United States of America, any state 
         or any foreign country or any department, agency or instrumentality or 
         political subdivision of any such jurisdiction to secure partial, 
         progress, advance or other payment pursuant to any contract or statute 
         or to secure any indebtedness incurred for the purpose of financing all 
         or any part of the purchase price or cost of constructing or improving 
         the Property subject to such Liens, including, without limitation, 
         Liens to secure debt of the pollution control or industrial revenue 
         bond type; 
 
                  (d) Liens on current assets of the Borrower or its 
         Subsidiaries to secure loans to the Borrower or its Subsidiaries which 
         mature within 12 months from the creation thereof and which are made in 
         the ordinary course of business; 
 
                  (e) Liens on any Property (including any natural gas, oil or 
         other mineral property of the Borrower or its Subsidiaries) to secure 
         all or part of the cost of exploration or drilling for or development 
         of oil or gas reserves or laying a pipeline or to secure debt incurred 
         to provide funds for any such purpose; 
 
                  (f) Any Lien existing on Property of the  Borrower or its 
         Subsidiaries on the Effective Date; 
 
                  (g) Liens on moneys or U.S. Government obligations deposited 
         pursuant to Article Thirteen of the Borrower's July 15, 1996 Indenture 
         and Article Four of the Borrower's August 1, 1986 Indenture; 
 
                  (h) Liens for the sole purpose of extending, renewing or 
         replacing, in whole or in part, Liens securing debt of the type 
         referred to in the foregoing clauses (a) through (g), inclusive, or 
         this clause (h); provided, however, that the principal amount of debt 
         so secured at the time of such extension, renewal or replacement shall 
         not be increased, and that such extension or replacement shall be 
         limited to all or part of the Property or indebtedness which secured 
         the Lien so extended, renewed or replaced (plus improvements on such 
         Property); 
 
                  (i) Carriers, warehousemen's, mechanics', landlords', 
         materialmen's, repairmen's or other similar Liens arising in the 
         ordinary course of business which are not delinquent or remain payable 
         without penalty and which are being contested in good faith and by 
         appropriate proceedings; 
 
                  (j) Liens (other than any Lien imposed by ERISA) on Property 
         of the Borrower or any of its Subsidiaries incurred, or pledges or 
         deposits required, in connection with workers compensation, 
         unemployment insurance and other social security legislation; 
 
                  (k) Liens on Property of the Borrower or any of its 
         Subsidiaries securing (i) the performance of bids, trade contracts 
         (other than for borrowed money), leases, statutory obligations, and 
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         (ii) obligations on surety and appeal bonds, and (iii) other 
         obligations of a like nature incurred in the ordinary course of 
         business; 
 
                  (1) Licenses, easements, rights-of-way, restrictions and other 
         similar encumbrances incurred in the ordinary course of business which, 
         in the aggregate, are not substantial in amount, and which do not in 
         any case materially detract from the value of the Property subject 
         thereto or interfere with the ordinary conduct of the businesses of the 
         Borrower and its Subsidiaries; 
 
                  (m) Liens on the Property of a Subsidiary (i) other than a 
         Significant Subsidiary which could not reasonably be expected to have a 
         Material Adverse Effect and (ii) Liens on the Property of Northern 
         Pipeline Construction, Co.; 
 
                  (n) Intellectual property licenses; 
 
                  (o) Any attachment or judgment Lien not constituting an Event 
         of Default under Section 8.01(e); and 
 
                  (p) Leases or subleases granted to others not interfering in 
         any material respect with the ordinary conduct of the business of the 
         Borrower and UCC financing statements relating solely thereto. 
 
         "PERSON" means any individual, sole proprietorship, partnership, 
limited liability company, joint venture, trust, unincorporated organization, 
association, corporation, institution, public benefit corporation, entity or 
government (whether federal, state, county, city, municipal or otherwise, 
including any instrumentality, division, agency, body or department thereof). 
 
         "PLAN" means an employee benefit plan (as defined in Section 3(a) of 
ERISA) which the Borrower or any member of the Controlled Group sponsors or 
maintains or to which the Borrower or member of the Controlled Group makes or is 
obligated to make contributions, and includes any Multiemployer Plan or 
Qualified Plan. 
 
         "PREFERRED SECURITIES" means any preferred securities issued by a 
financing entity (i.e., partnership, trust, limited liability company, etc.) 
used exclusively to raise capital for the Borrower having the following 
structural characteristics: (a) the financing entity is capitalized by a nominal 
equity investment from the Borrower and the remainder through preferred 
securities issued by the financing entity, (b) the financing entity lends the 
proceeds from the issuance of preferred securities to the Borrower in exchange 
for subordinated debt securities (which debt securities are subordinated in all 
respects to the Funded Debt of the Borrower, except for Funded Debt which by its 
terms is expressly subordinated to or pari passu with such debt securities), (c) 
the Borrower makes periodic interest payments (associated with the subordinated 
debt securities) to the financing entity which, in turn, are used to make 
corresponding payments to holders of the preferred securities of the financing 
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entity, (d) the subordinated debt securities issued by the Borrower and 
corresponding preferred securities issued by the financing entity have a 
maturity of at least thirty years, (e) interest payments on the subordinated 
debt securities may be deferred at the Borrower's discretion for one or more 
consecutive periods of up to five years, which would result in a corresponding 
deferral of payments to holders of the preferred securities, plus accrual of 
interest thereon, and (f) the subordinated debt securities and corresponding 
preferred securities may not be redeemed for a period of five years from the 
date of issuance other than as a result of a tax or other special event. 
 
         "PRESCRIBED FORMS" has the meaning assigned to such term in Section 
4.04(a). 
 
         "PRICING LEVEL I" means at any time the Borrower's Senior Debt Rating 
is (a) A- or higher by S&P or (b) A3 or higher by Moody's; 
 
         "PRICING LEVEL II" means at any time the Borrower's Senior Debt Rating 
is (a) BBB+ or higher by S&P or (b) Baa1 or higher by Moody's, and Pricing Level 
I is not applicable; 
 
         "PRICING LEVEL III" means at any time the Borrower's Senior Debt Rating 
is (a) BBB or higher by S&P or (b) Baa2 or higher by Moody's, and Pricing Levels 
I and II are not applicable; 
 
         "PRICING LEVEL IV" means at any time the Borrower's Senior Debt Rating 
is (a) BBB- or higher by S&P or (b) Baa3 or higher by Moody's, and Pricing 
Levels I, II and III are not applicable; and 
 
         "PRICING LEVEL V" means at any time the Borrower's Senior Debt Rating 
is (1) less than or equal to BB+ by S&P or (2) less than or equal to Ba1 by 
Moody's, and Pricing Levels I, II, III, and IV are not applicable. 
 
         "PROPERTY" means all types of real, personal, tangible, intangible or 
mixed property. 
 
         "PROPOSED LENDER" has the meaning assigned to such term in Section 
2.03(c). 
 
         "PRO RATA SHARE" means, with respect to any Lender at any time of 
determination, in relation to Revolving Credit Loans, the proportion of such 
Lender's Commitment to the Total Commitment then in effect or, after the 
Termination Date, the proportion of such Lender's Revolving Credit Loans to the 
aggregate amount of Revolving Credit Loans then outstanding. 
 
         "QUALIFIED PLAN" means a pension plan (as defined in Section 3(2) of 
ERISA) intended to be tax-qualified under Section 401(a) of the Code and which 
any member of the Controlled Group sponsors, maintains, or to which it makes or 
is obligated to make contributions, or in the case of a multiple employer plan 
(as described in Section 4064(a) of ERISA) has made contributions at any time 
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during the immediately preceding period covering at least five (5) plan years, 
but excluding any Multiemployer Plan. 
 
         "REQUIRED LENDERS" means, at any date of determination, Lenders having 
at least 51% of the Total Commitment then in effect or, if the Total Commitment 
has been cancelled or terminated, holding at least 51% of the aggregate unpaid 
principal amount of the Loans then outstanding. 
 
         "REQUIREMENT OF LAW" means, as to any Person, any law (statutory or 
common), treaty, rule or regulation or determination of an arbitrator or of a 
Governmental Authority, in each case applicable to or binding upon the Person or 
any of its Property or to which the Person or any of its Property is subject. 
 
         "RESPONSIBLE OFFICER" means the chief executive officer, president, 
chief financial officer, chief accounting officer, treasurer or any vice 
president, senior vice president or executive vice president of the Borrower. 
 
         "REVOLVING CREDIT LOANS" has the meaning assigned to such term in 
Section 2.01. 
 
         "REVOLVING CREDIT NOTES" means the promissory notes of the Borrower 
substantially in the form of Exhibit C. 
 
         "SEC" means the Securities and Exchange Commission (or any successor 
Governmental Authority). 
 
         "SENIOR DEBT RATING" means the Borrower's senior unsecured debt ratings 
from either S&P and Moody's. 
 
         "S&P" means Standard & Poor's Ratings Group and any successor thereto 
that is a nationally recognized rating agency. 
 
         "SIGNIFICANT SUBSIDIARY" means any Subsidiary of the Borrower having 
10% or more of the total assets of the Borrower and its Subsidiaries on a 
consolidated basis as of the end of any fiscal quarter or generating 10% or more 
of the income of the Borrower and its Subsidiaries on a consolidated basis 
during the most recently completed four fiscal quarters. 
 
         "SUBSIDIARY" means any corporation, association, partnership, joint 
venture or other business entity of which the Borrower and/or any subsidiary of 
the Borrower either (a) in respect of a corporation, owns more than 50% of the 
outstanding stock having ordinary voting power to elect a majority of the board 
of directors or similar managing body, irrespective of whether or not at the 
time the stock of any class or classes shall or might have voting power by 
reason of the happening of any contingency, or (b) in respect of an association, 
partnership, joint venture or other business entity, is the sole general partner 
or is entitled to share in more than 50% of the profits, however determined. 
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         "SUBSTITUTE LENDER" has the meaning ascribed to such term in Section 
4.08. 
 
         "TAXES" has the meaning assigned to such term in Section 4.04(a). 
 
         "TERMINATION DATE" means, initially, May 10, 2005. 
 
         "364-DAY AGREEMENT" shall mean that certain 364-Day Revolving Credit 
Agreement, dated the date hereof, among the Borrower, the Administrative Agent, 
and the lenders party thereto. 
 
         "TOTAL CAPITALIZATION" means Funded Debt PLUS Net Worth. 
 
         "TOTAL COMMITMENT" means, on any day, the aggregate Commitment on such 
day of all the Lenders. 
 
         "UNFUNDED PENSION LIABILITIES" means the excess of a Plan's accrued 
benefits, as defined in Section 3(23) of ERISA, over the current value of that 
Plan's assets, as defined in Section 3(26) of ERISA. 
 
         "UNSECURED DEBT" means all Debt which has not been secured by a pledge 
of any real or personal property. 
 
         "UNUSED COMMITMENT" means, with respect to a Lender on any day, such 
Lender's Commitment in effect on such day, less the principal amount of such 
Lender's Revolving Credit Loans outstanding on such day. 
 
         "UTILIZATION FEE" has the meaning assigned to such term in Section 
3.07(b). 
 
         "WHOLLY OWNED SUBSIDIARY" means, at any time and with respect to any 
Person, a Subsidiary, all the shares of stock of all classes of which (other 
than directors' qualifying shares) or other ownership interests at the time are 
owned directly or indirectly by such Person and/or one or more other Wholly 
Owned Subsidiaries of such Person. 
 
         (d) RATINGS DETERMINATIONS. Whenever this Agreement requires the 
determination of the Borrower's Senior Debt Rating (i) if there is a split 
rating as between Moody's and S&P (1) by one rating category, the higher of the 
two ratings will apply and (2) by more than one category, the rating that is one 
rating level below the higher rating will apply, (ii) if any rating established 
by Moody's or S&P shall be changed (other than as a result of a change in the 
rating system of either Moody's or S&P), such change shall be given effect as of 
the date on which such change is first announced by the rating agency making 
such change and (iii) if both Moody's and S&P have not rated the Company's 
senior Unsecured Debt, Pricing Level V will apply for the purposes of 
determining the Applicable Margin, the Utilization Fee and the Commitment Fee. 
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                                   ARTICLE II 
 
                               THE CREDIT FACILITY 
                               ------------------- 
 
         Section 2.01    Revolving Credit Loans. 
                         ----------------------- 
 
         Until the Termination Date, subject to the terms and conditions of this 
Agreement, each of the Lenders, severally and not jointly with the other 
Lenders, agrees to make revolving credit loans (collectively, "REVOLVING CREDIT 
LOANS") in dollars to the Borrower in an aggregate principal amount at any one 
time outstanding not to exceed such Lender's Commitment. Revolving Credit Loans 
shall be made on any Borrowing Date only (i) in the minimum aggregate principal 
amount of $5,000,000 or in integral multiples of $1,000,000 in excess thereof, 
in the case of Eurodollar Revolving Loans, and in the minimum aggregate amount 
of $1,000,000 or in integral multiples of $100,000, in the case of ABR Revolving 
Loans and (ii) in a maximum aggregate principal amount not exceeding the 
Available Commitment (after giving effect to any repayments or prepayments and 
any other borrowings of Loans on such Borrowing Date). 
 
         Section 2.02    Borrowing Procedure. 
                         -------------------- 
 
         In order to borrow Revolving Credit Loans, the Borrower shall give a 
Borrowing Request to the Administrative Agent not later than 12:00 noon, New 
York time, (i) on the Borrowing Date for ABR Revolving Loans and (ii) on the 
third Business Day before the Borrowing Date for Eurodollar Revolving Loans. 
Upon receipt, the Administrative Agent forthwith shall give notice to each 
Lender of the substance of the Borrowing Request. Not later than 2:00 P.M., New 
York time, on the Borrowing Date, each Lender shall make available to the 
Administrative Agent such Lender's Pro Rata Share of the requested Loans in 
funds immediately available at the Administrative Agent's office specified 
pursuant to Section 11.08(a). Subject to satisfaction, or waiver by all of the 
Lenders, of each of the applicable conditions precedent contained in Article VI, 
on the Borrowing Date the Administrative Agent shall make available, in like 
funds, to the Borrower the amounts received by the Administrative Agent from the 
Lenders. 
 
         Section 2.03    Termination and Reduction and Increase of Commitments. 
                         ------------------------------------------------------ 
 
         (a) Unless previously terminated, the Commitments shall terminate on 
the Maturity Date. 
 
         (b) The Borrower may terminate the Total Commitment, or reduce the 
amount thereof, by (i) giving written notice to the Administrative Agent, not 
later than 5:00 P.M., New York time, on the fifth Business Day prior to the date 
of termination or reduction and (ii) paying the amount of the Commitment Fees 
accrued through such date of termination or reduction. Reductions of the Total 
Commitment shall be in the amount of $5,000,000 or in integral multiples of 
$1,000,000 in excess thereof (or, if the amount of the Available Commitment is 
less than $5,000,000, then all of such lesser amount), but shall not exceed the 
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Available Commitment in effect immediately before giving effect to such 
reduction. Any termination, and all reductions, of the Total Commitment shall be 
permanent. 
 
         (c) The Borrower may, at its sole expense and effort after consulting 
with the Administrative Agent, request: (i) one or more Lenders reasonably 
acceptable to the Administrative Agent to increase (in the sole and absolute 
discretion of each such Lender) the amount of their respective Commitments 
and/or (ii) one or more other lending institutions acceptable to the 
Administrative Agent (each, a "NEW LENDER") to become "LENDERS" and extend 
Commitments hereunder (each such Lender and each New Lender being herein 
referred to as a "PROPOSED LENDER"). To request an increase pursuant to this 
Section 2.03(c), the Borrower shall submit to the Administrative Agent an 
Increase Request, in the form annexed hereto as Exhibit G, signed by the 
Borrower, which shall be irrevocable and shall specify, as the case may be: (A) 
each such Lender and the amount of the proposed increase in its Commitment, or 
(B) the proposed Commitment for such New Lender. Promptly following receipt of 
an Increase Request, the Administrative Agent shall advise each Lender of the 
details thereof. If one or more of such Proposed Lenders shall have 
unconditionally agreed to such Increase Request in a writing delivered to the 
Borrower and the Administrative Agent (each such existing Lender and New Lender 
being hereinafter referred to as an "INCREMENTAL LENDER"), then: (1) each such 
Incremental Lender which shall then be an existing Lender shall have its 
Commitment increased by the amount set forth in such Increase Request, and (2) 
each such New Lender shall be and become a "Lender" hereunder having a 
Commitment equal to the amount set forth therefor in such Increase Request, 
PROVIDED, however, that in each such case: (I) immediately before and after 
giving effect thereto, no Default or Event of Default shall or would exist, (II) 
each such Incremental Lender shall have executed and delivered to the 
Administrative Agent a supplement to this Agreement providing for its increased 
Commitment or its Commitment, as applicable, in form approved by the 
Administrative Agent, (III) immediately after giving effect thereto, the Total 
Commitments under this Agreement shall not exceed $175,000,000, (IV) immediately 
after giving effect thereto, the aggregate amount of the Total Commitment under 
this Agreement and under the 364-Day Agreement shall not exceed $300,000,000, 
(V) each such Increase Request shall be in an aggregate minimum amount of 
$10,000,000 or an integral multiple of $5,000,000 in excess thereof, and (VI) 
the Commitment extended by any such Incremental Lender which is a New Lender 
shall be in a minimum amount of $5,000,000 or an integral multiple of $1,000,000 
in excess thereof. 
 
         (d) Simultaneously with each increase in the aggregate amount of the 
Commitments under this Section 2.03(c), each Incremental Lender shall, to the 
extent necessary, purchase from each other Lender, and each other Lender shall 
sell to each Incremental Lender, in each case at par and without representation, 
warranty, or recourse (in accordance with and subject to the restrictions 
contained in Section 10.03), such principal amount of the Revolving Loans of 
such other Lender, together with all accrued and unpaid interest thereon, as 
will result, after giving effect to such transaction, in each Lender's 
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Applicable Percentage of Revolving Credit Loans outstanding being equal to such 
Lender's Applicable Percentage of all Revolving Credit Loans, PROVIDED that each 
such assignor Lender shall have received (to the extent of the interests, rights 
and obligations assigned) payment of the outstanding principal amount of its 
Revolving Credit Loans, accrued interest thereon, accrued fees, commissions and 
all other amounts payable to it under the Loan Documents from the applicable 
assignee Lenders (to the extent of such outstanding principal and accrued 
interest, fees and commissions) or the Borrower (in the case of all other 
amounts). 
 
         Section 2.04    Repayment. 
                         ---------- 
 
         Revolving Credit Loans shall be repaid, together with all accrued and 
unpaid interest thereon, on the Termination Date. 
 
         Section 2.05    Optional Prepayment. 
                         -------------------- 
 
         The Borrower may prepay Revolving Credit Loans bearing interest on the 
same basis and having the same Interest Periods, if any, by giving notice to the 
Administrative Agent not later than 1:00 P.M., New York time, on the third 
Business Day preceding the proposed date of prepayment, in the case of 
Eurodollar Revolving Loans, or not later than 1:00 P.M., New York time on the 
Business Day of the proposed prepayment, in the case of ABR Revolving Loans. 
Each such prepayment of Eurodollar Revolving Loans shall be in an aggregate 
principal amount of $5,000,000 or in integral multiples of $1,000,000 in excess 
thereof (or, if the aggregate amount of outstanding Eurodollar Revolving Credit 
Loans is less than $5,000,000, then all of such lesser amount), and each 
prepayment of ABR Revolving Loans shall be in an aggregate amount of $1,000,000 
or in integral multiples of $100,000 in excess thereof (or, if the aggregate 
amount of outstanding ABR Revolving Loans is less than $1,000,000, then all of 
such lesser amount), and, in the case of Eurodollar Revolving Loans, together 
with the amounts required by Section 4.03, accrued interest on the principal 
being prepaid to the date of prepayment. Subject to the terms and conditions of 
this Agreement, prepaid Revolving Credit Loans may be reborrowed. 
 
                                  ARTICLE III 
 
                                INTEREST AND FEES 
                                ----------------- 
 
         Section 3.01    Interest Rate Determination; Conversion. 
 
         (a) Except to the extent that the Borrower shall request, in a 
Revolving Credit Request, in a Conversion Request or in a written election 
pursuant to Section 3.03(b), that Revolving Credit Loans (or portions thereof) 
bear interest as Eurodollar Revolving Loans, Revolving Credit Loans shall bear 
interest as ABR Revolving Loans. 
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         (b) The Borrower may request, by giving a Conversion Request to the 
Administrative Agent, not later than 1:00 P.M., New York time on the third 
Business Day prior to the requested Conversion Date, that all or portions of the 
outstanding Revolving Credit Loans, in the aggregate principal amount of 
$5,000,000 or in integral multiples of $1,000,000 in excess thereof, in the case 
of Loans being converted to or continued as Eurodollar Revolving Loans, and in 
the aggregate principal amount of $1,000,000 or in integral multiples of 
$100,000 in excess thereof (or, if the aggregate principal amount of outstanding 
Revolving Loans is less than $1,000,000, then all such lesser amount), in the 
case of ABR Revolving Loans, bear interest from and after the Conversion Date as 
either ABR Revolving Loans or Eurodollar Revolving Loans; provided, however, 
that during the continuance of any Default or Event of Default that shall have 
occurred, no Loan (or portion thereof) may be converted into Eurodollar 
Revolving Loans. Upon receipt, the Administrative Agent forthwith shall give 
notice to each Lender of the substance of each Conversion Request. Upon payment 
by the Borrower of the amounts, if any, required by Section 4.03, on the 
Conversion Date the Loans or portions thereof as to which the Conversion Request 
was made shall commence to accrue interest in the manner selected by the 
Borrower therein. 
 
         Section 3.02    Interest on ABR Revolving Loans. 
                         -------------------------------- 
 
         Each ABR Revolving Loan shall bear interest from the date made until 
the date repaid, or (if converted into a Eurodollar Revolving Loan) to (but 
excluding) the first day of any relevant Interest Period, as the case may be, 
payable in arrears on the last day of each calendar quarter of each year, 
commencing with the first such date after the Effective Date, and on the date 
such Loan is repaid, at a rate per annum equal to the sum of (i) the Applicable 
Margin and (ii) the Alternate Base Rate in effect from time to time, which rate 
shall change as and when said Alternate Base Rate shall change. 
 
         Section 3.03    Interest on Eurodollar Revolving Loans. 
                         --------------------------------------- 
 
         (a) Each Eurodollar Revolving Loan shall bear interest from the date 
made until the date repaid or converted to an ABR Revolving Loan, payable in 
arrears, with respect to Interest Periods of three months or less, on the last 
day of such Interest Period, and with respect to Interest Periods longer than 
three months, on the day which is three months after the commencement of such 
Interest Period and on the last day of such Interest Period, at a rate per annum 
equal to the sum of (i) the Applicable Margin and (ii) LIBOR. 
 
         (b) Each Eurodollar Revolving Loan shall become an ABR Revolving Loan 
at the end of the Interest Period therefor, unless (i) there shall not have 
occurred and be continuing a Default or Event of Default and (ii) not later than 
the third Business Day prior to the last day of such Interest Period, (x) the 
Borrower shall have delivered to the Administrative Agent an irrevocable written 
election of the subsequent Interest Period, in which case such Eurodollar 
Revolving Loan shall remain outstanding as a Eurodollar Revolving Loan, or (y) 
the Borrower shall have delivered to the Administrative Agent a Conversion 
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Request with respect thereto, in which case such Eurodollar Revolving Loan shall 
be converted in accordance with Section 3.01(b). 
 
         (c) If, during any period, a Lender shall be required to maintain 
reserves against "Eurocurrency Liabilities" in accordance with Federal Reserve 
Board Regulation D (or any successor regulation), the Borrower shall pay 
additional interest during such period on each outstanding Eurodollar Revolving 
Loan of such Lender (contemporaneously with each interest payment due thereon 
commencing with the first such payment due at least five Business Days after 
receipt of the notice referred to in the next sentence) at a rate per annum up 
to but not exceeding the marginal rate determined by the following formula: 
 
                               LIBOR                -  LIBOR 
               ------------------------------------ 
                 l -Eurodollar Reserve Percentage 
 
Each Lender shall promptly notify the Borrower, with a copy to the 
Administrative Agent, upon becoming aware that the Borrower may be required to 
make a payment of additional interest to such Lender. When requesting payment 
pursuant to this Section 3.03(c), a Lender shall provide to the Borrower, with a 
copy to the Administrative Agent, a certificate, signed by an officer of such 
Lender setting forth, in reasonable detail, the basis of such claim, the amount 
required to be paid by the Borrower to such Lender and the computations made by 
such Lender to determine such amount. Absent manifest error, such certificate 
shall be binding as to the amounts of additional interest owing in respect of 
such Lender's Eurodollar Revolving Loans. Any Lender that gives notice under 
this Section 3.03(c) shall promptly withdraw such notice (by written notice of 
withdrawal given to the Administrative Agent and the Borrower) whenever such 
Lender is no longer required to maintain such reserves or the circumstances 
giving rise to such notice shall otherwise cease. 
 
         Section 3.04    Interest on Overdue Amounts. 
                         ---------------------------- 
 
         All overdue amounts (including principal, interest and fees) hereunder, 
and, during the continuance of any Event of Default that shall have occurred, 
each Loan, shall bear interest, payable on demand, at a rate per annum equal to 
the sum of (i) 2% and (ii) in the case of Eurodollar Revolving Loans, the rate 
then applicable until the end of the current Interest Period therefor, and 
thereafter the rate of interest applicable to ABR Revolving Loans, changing as 
and when such rate shall change, and in the case of ABR Revolving Loans, the 
rate of interest applicable thereto, changing as and when such rate shall 
change. 
 
         Section 3.05    Day Counts. 
                         ----------- 
 
         Interest on ABR Revolving Loans shall be calculated on the basis of (a) 
a 365- or, if applicable, a 366-day year for the actual number of days elapsed 
for so long as interest is determined pursuant to clause (i) of the definition 
of "Alternate Base Rate" and (b) a 360-day year for the actual number of days 
 
 
                                       23 



 
 
elapsed for so long as interest is determined based on clause (ii) of the 
definition of "Alternate Base Rate". Interest on all other Loans, and all fees 
shall be calculated on the basis of a 360-day year for the actual number of days 
elapsed. 
 
         Section 3.06    Maximum Interest Rate. 
                         ---------------------- 
 
         (a) Nothing in this Agreement shall require the Borrower to pay 
interest at a rate exceeding the maximum rate permitted by applicable law. 
Neither this Section nor Section 11.01 is intended to limit the rate of interest 
payable for the account of any Lender to the maximum rate permitted by the laws 
of the State of New York (or any other applicable law) if a higher rate is 
permitted with respect to such Lender by supervening provisions of U.S. Federal 
law. 
 
         (b) If the amount of interest payable for the account of any Lender on 
any interest payment date in respect of the immediately preceding interest 
computation period, computed pursuant to this Article III, would exceed the 
maximum amount permitted by applicable law to be charged by such Lender, the 
amount of interest payable for its account on such interest payment date shall 
automatically be reduced to such maximum permissible amount. 
 
         (c) If the amount of interest payable for the account of any Lender in 
respect of any interest computation period is reduced pursuant to Section 
3.06(b) and the amount of interest payable for its account in respect of any 
subsequent interest computation period would be less than the maximum amount 
permitted by law to be charged by such Lender, then the amount of interest 
payable for its account in respect of such subsequent interest computation 
period shall be automatically increased to such maximum permissible amount; 
provided that at no time shall the aggregate amount by which interest paid for 
the account of any Lender has been increased pursuant to this Section 3.06(c) 
exceed the aggregate amount by which interest paid for its account has 
theretofore been reduced pursuant to Section 3.06(b). 
 
         Section 3.07    Commitment Fees; Utilization Fee. 
                         --------------------------------- 
 
         (a) The Borrower agrees to pay to the Administrative Agent, for the 
account of each Lender, on the last day of each calendar quarter of each year, 
commencing with the first such day after the Effective Date (or such later date 
on which such Lender becomes a Lender), and on the Termination Date (or other 
date on which the Commitment shall terminate) with respect to such Lender, a fee 
(the "Commitment Fee") computed by applying (i) on each day on which the 
applicable Pricing Level set forth below is in effect, the percentage per annum 
set forth below adjacent to such Pricing Level on such day during the 
then-ending quarter (or shorter period ending with the Termination Date or any 
other date on which the Commitment of such Lender shall terminate) to (ii) the 
amount of such Lender's unused Commitment on such day: 
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- ------------------------------------------------- 
      Pricing                  Commitment 
       Level                      Fee 
       -----                      --- 
- ------------------------------------------------- 
         I                       0.150% 
- ------------------------------------------------- 
         II                      0.175% 
- ------------------------------------------------- 
        III                      0.200% 
- ------------------------------------------------- 
         IV                      0.225% 
- ------------------------------------------------- 
         V                       0.350% 
- ------------------------------------------------- 
 
         (b) The Borrower agrees to pay to the Administrative Agent, for the 
account of each Lender, on the last day of each calendar quarter of each year, 
commencing with the first such day after the Effective Date (or such later date 
on which such Lender becomes a Lender), and on the Termination Date (or other 
date on which the Commitment shall terminate) with respect to such Lender, a fee 
(the "Utilization Fee"), computed by applying on any date the outstanding 
principal amount of the Revolving Credit Loans exceeds 50% of the Commitments 
(i) on each day on which the applicable Pricing Level set forth below is in 
effect, the percentage per annum set forth below adjacent to such Pricing Level 
on such day during the then-ending quarter (or shorter period ending with the 
Termination Date or any other date on which the Commitment of such Lender shall 
terminate) to (ii) the outstanding principal amount of such Lender's Revolving 
Credit Loans on such day: 
 
- ------------------------------------------------- 
    Pricing Level            Utilization Fee 
- ------------------------------------------------- 
         I                       0.100% 
- ------------------------------------------------- 
         II                      0.125% 
- ------------------------------------------------- 
        III                      0.125% 
- ------------------------------------------------- 
         IV                      0.150% 
- ------------------------------------------------- 
         V                       0.250% 
- ------------------------------------------------- 
 
 
                                       25 



 
 
                                   ARTICLE IV 
 
                            DISBURSEMENT AND PAYMENT 
                            ------------------------ 
 
         Section 4.01    Disbursement. 
                         ------------- 
 
         (a) Each Loan shall be made by the relevant Lender from such Lender's 
branch or affiliate identified as its Applicable Lending Office. 
 
         (b) The failure of any Lender to make any Loan to be made by it on the 
Borrowing Date therefor shall not relieve any other Lender of its obligation to 
make its Loan or Loans on such date, but neither any Lender nor the 
Administrative Agent shall be responsible for the failure of any other Lender to 
make a Loan to be made by such other Lender. 
 
         (c) The Administrative Agent may, but shall not be required to, advance 
on behalf of any Lender the amount of such Lender's Loan to be made on a 
Borrowing Date, unless such Lender shall have notified the Administrative Agent 
prior to such Borrowing Date that it does not intend to make such Loan on such 
date. If the Administrative Agent makes any such advance, the Administrative 
Agent shall be entitled to recover the amount so advanced on demand from the 
Lender on whose behalf such advance was made and, if such Lender does not pay 
the Administrative Agent the amount of such advance on demand, the Borrower 
agrees promptly to repay such amount to the Administrative Agent. Until such 
amount is repaid to the Administrative Agent by such Lender or the Borrower, 
such advance shall be deemed for all purposes to be a Loan made on such 
Borrowing Date by the Administrative Agent. The Administrative Agent shall be 
entitled to recover from the Lender or the Borrower, as the case may be, 
interest on the amount advanced by it for each day from the Borrowing Date 
therefor until repaid to the Administrative Agent, at a rate per annum equal to 
the Federal Funds Rate until the third Business Day after the date of the 
advance and, thereafter, at the rate per annum equal to the relevant rate on 
Loans made on the relevant Borrowing Date. 
 
         Section 4.02    Method and Time of Payments; Sharing among Lenders. 
                         --------------------------------------------------- 
 
         (a) All funds received by the Administrative Agent for the account of 
the Lenders in respect of payments made by the Borrower under, or from any other 
Person on account of, any Credit Document shall be distributed forthwith by the 
Administrative Agent among the Lenders, in like funds as received, ratably in 
proportion to their respective interests therein. Each payment of Commitment 
Fees and each reduction of the Total Commitment shall be apportioned among the 
Lenders in proportion to each Lender's Pro Rata Share. 
 
         (b) All payments by the Borrower hereunder shall be made without setoff 
or counterclaim to the Administrative Agent, for its account or for the account 
of the Lender or Lenders entitled thereto, as the case may be, in dollars and in 
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immediately available funds at the office of the Administrative Agent prior to 
3:00 P.M., New York time, on the date when due. 
 
         (c) Whenever any payment from the Borrower shall be due on a day that 
is not a Business Day, the date of payment thereof shall be extended to the next 
succeeding Business Day. If the date for any payment of principal is extended by 
operation of law or otherwise, interest thereon shall be payable for such 
extended time. 
 
         (d) Unless the Administrative Agent shall have received notice from the 
Borrower prior to the date on which any payment from the Borrower is due that 
the Borrower will not make such payment in full, the Administrative Agent may 
assume that the Borrower has made such payment in full to the Administrative 
Agent on such date and the Administrative Agent may, in reliance upon such 
assumption, but shall not be obligated to, cause to be distributed to each 
Lender on such due date an amount equal to the amount then due such Lender. If 
and to the extent that the Borrower shall not have so made such payment, each 
Lender shall repay to the Administrative Agent forthwith on demand such amount 
distributed to such Lender together with interest thereon, for each day from the 
date such amount is distributed to such Lender until the date such Lender repays 
such amount to the Administrative Agent, at the Federal Funds Rate. 
 
         (e) If any Lender shall receive from the Borrower or any other Person 
any amount owing under any Credit Document (whether received pursuant to the 
exercise of any right of set-off, banker's lien, realization upon any security 
held for or appropriated to such obligation or otherwise) other than in 
proportion to such Lender's ratable share thereof, then such Lender shall 
purchase from each other Lender a participating interest in so much of the other 
Lenders' Loans as shall be necessary in order that each Lender shall share such 
payment with each of the other Lenders in proportion to each Lender's ratable 
share; provided that nothing herein contained shall obligate any Lender to apply 
any set-off, banker's lien or collateral security first to the obligations of 
the Borrower hereunder if the Borrower is obligated to such Lender pursuant to 
other loans or notes. If any purchasing Lender shall be required to return any 
excess payment received by it, such participation shall be rescinded and the 
purchase price restored to the extent of such return, but without interest. 
 
         Section 4.03    Compensation for Losses. 
                         ------------------------ 
 
         (a) If (i) the Borrower makes a prepayment, or a Conversion Date 
occurs, other than on the last day of the relevant Interest Period, (ii) the 
Borrower fails to borrow, convert, continue or prepay any Eurodollar Revolving 
Loan on the date specified in any notice delivered pursuant hereto, (iii) the 
Borrower revokes any Borrowing Request for Eurodollar Revolving Loans, (iv) 
Eurodollar Revolving Loans (or portions thereof) are converted into ABR Loans 
pursuant to Section 4.05 or (v) Loans (or portions thereof) shall become or be 
declared to be due prior to the scheduled maturity thereof, then the Borrower 
shall pay to each Lender an amount that will compensate such Lender for any loss 
(other than lost profit) or premium or penalty incurred by such Lender as a 
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result of such prepayment, conversion, declaration or revocation in respect of 
funds obtained for the purpose of making or maintaining such Lender's Loans, or 
any portion thereof. Such compensation shall include an amount equal to the 
excess, if any, of (i) the amount of interest which would have accrued on the 
amount so paid or prepaid, or not borrowed or converted, for the period from the 
date of such payment or prepayment or conversion or failure to borrow to the 
last day of such Interest Period (or, in the case of a failure to borrow, the 
Interest Period that would have commenced on the date of such failure to borrow) 
in each case at the applicable rate of interest for such Loan provided for 
herein (excluding, however, any Applicable Margin included therein) over (ii) 
the amount of interest (as reasonably determined by such Lender) which would 
have accrued to such Lender on such amount by placing such amount on deposit for 
a comparable period with leading banks in the London interbank deposit market. 
 
         (b) In connection with a demand for payment pursuant to this Section 
4.03, a Lender shall provide to the Borrower, with a copy to the Administrative 
Agent, a certificate, signed by an officer of such Lender, setting forth in 
reasonable detail the amount required to be paid by the Borrower to such Lender 
and the computations made by such Lender to determine such amount. In the 
absence of manifest error, such certificate shall be conclusive as to the amount 
so required to be paid. 
 
         Section 4.04    Withholding and Additional Costs. 
                         --------------------------------- 
 
         (a) WITHHOLDING. (i) To the extent permitted by law, all payments under 
this Agreement and under the Revolving Credit Notes (including payments of 
principal and interest) shall be payable to each Lender free and clear of any 
and all present and future taxes, levies, imposts, duties, deductions, 
withholdings, fees, liabilities and similar charges other than Excluded Taxes 
(collectively, "TAXES"). If any Taxes are required to be withheld or deducted 
from any amount payable under this Agreement, then the amount payable under this 
Agreement shall be increased to the amount which, after deduction from such 
increased amount of all Taxes required to be withheld or deducted therefrom, 
will yield to such Lender the amount stated to be payable under this Agreement. 
The Borrower shall also hold each Lender harmless and indemnify it for any stamp 
or other taxes with respect to the preparation, execution, delivery, recording, 
performance or enforcement of the Credit Documents (all of which shall be 
included within "Taxes"). If any of the Taxes specified in this Section 4.04(a) 
are paid by any Lender, the Borrower shall, upon demand of such Lender, promptly 
reimburse such Lender for such payments, together with any interest, penalties 
and expenses incurred in connection therewith. The Borrower shall deliver to the 
Administrative Agent certificates or other valid vouchers for all Taxes or other 
charges deducted from or paid with respect to payments made by the Borrower 
hereunder. Notwithstanding the foregoing, the Borrower shall be entitled, to the 
extent required to do so by law, to deduct or withhold (and shall not be 
required to make payments as otherwise required by this Section 4.04 on account 
of such deductions or withholdings) income or other similar taxes imposed by the 
United States of America from interest, fees or other amounts payable hereunder 
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for the account of any Lender other than a Lender (A) that is a U.S. Person for 
U.S. federal income tax purposes or (B) that has the Prescribed Forms on file 
with the Borrower for the applicable year to the extent deduction or withholding 
of such taxes is not required as a result of such filing of such Prescribed 
Forms; provided that, if the Borrower shall so deduct or withhold any such 
taxes, the Borrower shall provide a statement to the Administrative Agent and 
such Lender, setting forth the amount of such taxes so deducted or withheld, the 
applicable rate and any other information or documentation which such Lender may 
reasonably request for assisting such Lender to obtain any allowable credits or 
deductions for the taxes so deducted or withheld in the jurisdiction or 
jurisdictions in which such Lender is subject to tax. 
 
             (ii) Each Lender that is not incorporated under the laws of the 
United States of America or a state thereof shall deliver to the Borrower and 
the Administrative Agent two duly completed copies of United States Internal 
Revenue Service Form 1001 or 4224 (or any successor form or forms), certifying 
in either case that such Lender is entitled to receive payments under this 
Agreement without deduction or withholding of any United States federal income 
taxes ("Prescribed Forms"). Each Lender that so delivers such Prescribed Forms 
further undertakes to deliver to the Borrower and the Administrative Agent two 
additional copies of such Prescribed Forms on or before the date that such 
Prescribed Forms expire or become obsolete or after the occurrence of any event 
requiring a change in the most recent Prescribed Forms so delivered by it, and 
such amendments thereto or extensions or renewals thereof as may be reasonably 
requested by the Borrower or the Administrative Agent, in each case certifying 
that such Lender is entitled to receive payments under this Agreement without 
deduction or withholding of any United States federal income taxes, unless an 
event (including without limitation any change in treaty, law or regulation) has 
occurred prior to the date on which any such delivery would otherwise be 
required which renders all such Prescribed Forms inapplicable or which would 
prevent such Lender from duly completing and delivering Prescribed Forms with 
respect to it and such Lender advises the Borrower and the Administrative Agent 
that it is not capable of receiving payments without any deduction or 
withholding of United States federal income tax. If any Lender that is not 
incorporated under the laws of the United States of America or a state thereof 
fails to comply with the provisions of this Section, the Borrower and/or the 
Administrative Agent, may, as required by law, deduct and withhold federal 
income tax payments from payments to such Lender under this Agreement. 
 
         (b) ADDITIONAL COSTS. Subject to Sections 4.04(c), (d) and (e): 
 
             (i) Without duplication of any amounts payable described in Section 
3.03(c) or 4.03 (a), if after the date hereof, any change in any law or 
regulation or in the interpretation thereof by any court or administrative or 
Governmental Authority charged with the administration thereof or the enactment 
of any law or regulation shall either (1) impose, modify or deem applicable any 
reserve, special deposit or similar requirement against any Lender's Commitment 
or Loans or (2) impose on any Lender (or such Lender's Applicable Lending 
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Office) any other condition regarding this Agreement, its Commitment or the 
Loans and the result of any event referred to in clause (1) or (2) shall be to 
increase the cost to such Lender (or such Lender's Applicable Lending Office) of 
maintaining its Commitment or any Eurodollar Revolving Loans made by such Lender 
(which increase in cost shall be calculated in accordance with such Lender's 
reasonable averaging and attribution methods) by an amount which such Lender 
deems to be material, then, upon demand by such Lender, the Borrower shall pay 
to such Lender, on demand, an amount equal to such increase in cost; and 
 
                  (ii)   Without duplication of any amounts payable described in 
Section 3.03(c) or 4.03(a), if any Lender shall have determined that the 
adoption of any applicable law, rule, regulation or guideline regarding capital 
adequacy, or any change therein, or any change in the interpretation or 
administration thereof by any Governmental Authority, central bank or comparable 
agency charged with the interpretation or administration thereof, (including any 
such adoption or change made prior to the date hereof but not effective until 
after the date hereof) or compliance by such Lender (or such Lender's Applicable 
Lending Office) with any request or directive regarding capital adequacy 
(whether or not having the force of law) of any such authority, central bank or 
comparable agency, has or would have the effect of reducing the rate of return 
on capital for such Lender (or such Lender's Applicable Lending Office) or any 
corporation controlling such Lender as a consequence of its obligations under 
this Agreement to a level below that which such Lender (or such Lender's 
Applicable Lending Office) or such corporation could have achieved but for such 
adoption, change or compliance (taking into consideration such Lender's (or such 
Lender's Applicable Lending Office) or such corporation's policies with respect 
to capital adequacy), then from time to time, upon demand by such Lender, then 
the Borrower shall pay to such Lender, on demand, such additional amount or 
amounts as will compensate such Lender (or such Lender's Applicable Lending 
Office) or such corporation for such reduction. 
 
         (c) LENDING OFFICE DESIGNATIONS. Before making any demand for payment 
pursuant to this Section 4.04, each Lender shall, if possible, designate a 
different Applicable Lending Office if such designation will avoid the need for 
giving such notice and will not, in the judgment of such Lender, be otherwise 
disadvantageous to such Lender. 
 
         (d) CERTIFICATE, ETC. In connection with any demand for payment 
pursuant to this Section 4.04, a Lender shall provide to the Borrower, with a 
copy to the Administrative Agent, a certificate, signed by an officer of such 
Lender, setting forth in reasonable detail the basis for such demand, the amount 
required to be paid by the Borrower to such Lender the computations made by such 
Lender to determine such amount. 
 
 
                                       30 



 
 
 
         (e) LIMITATIONS. The Borrower shall not be obligated to compensate a 
Lender for any amount under Section 4.04(b) (i) and (ii) arising or occurring 
more than 90 days prior to the date on which an office of such Lender primarily 
responsible for the administration of this Agreement obtains actual knowledge 
that such Lender is entitled to such compensation. 
 
         Section 4.05    Funding Impracticable. 
                         ---------------------- 
 
         If at any time any Lender shall have determined in good faith (which 
determination shall be conclusive) that the making or maintenance of all or any 
part of such Lender's Eurodollar Revolving Loans has been made impracticable or 
unlawful because of compliance by such Lender in good faith with any law or 
guideline or interpretation or administration thereof by any Governmental 
Authority charged with the interpretation or administration thereof or with any 
request or directive of such body (whether or not having the effect of law) or 
because U.S. dollar deposits in the amount and requested maturity of such 
Eurodollar Revolving Loans are not available to such Lender in the London 
Eurodollar interbank market, then the Administrative Agent, upon notification to 
it of such determination by such Lender, shall forthwith advise the other 
Lenders and the Borrower thereof. Upon such date as shall be specified in such 
notice and until such time as the Administrative Agent, upon notification to it 
by such Lender, shall notify the Borrower and the other Lenders that the 
circumstances specified by it in such notice no longer apply, (i) 
notwithstanding any other provision of this Agreement, such Eurodollar Revolving 
Loans shall, automatically and without requirement of further notice, or any 
payment pursuant to Section 4.03 or 4.04, by the Borrower, be converted to ABR 
Revolving Loans, and (ii) the obligation of such Lender to make or continue 
Eurodollar Revolving Loans shall be suspended, and, if the Borrower shall 
request in a Borrowing Request or Conversion Request that the Lenders make a 
Eurodollar Revolving Loan, the Loan requested to be made by such Lender shall 
instead be made as an ABR Revolving Loan. 
 
         Section 4.06    Expenses; Indemnity. 
                         -------------------- 
 
         (a) The Borrower agrees to pay all reasonable out-of-pocket expenses 
incurred by the Administrative Agent or any Lender (including reasonable fees 
and disbursements of counsel) in connection with the enforcement of, and the 
protection of their respective rights under, any provision of any Credit 
Document or any amendment or supplement to this Agreement. 
 
         (b) The Borrower agrees to indemnify the Administrative Agent, BNY 
Capital Markets, Inc. and each of the Lenders and their respective directors, 
officers, employees and agents (each, an "Indemnitee") against, and to hold each 
Indemnitee harmless from, any and all losses, claims, damages, liabilities and 
related expenses, including counsel fees and expenses, incurred by or asserted 
against any Indemnitee arising out of, in any way connected with, or as a result 
of (i) the execution or delivery of any Credit Document or any agreement or 
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instrument contemplated by any Credit Document, the performance by the parties 
thereto of their respective obligations under any Credit Document or the 
consummation of the transactions contemplated by any Credit Document, (ii) the 
use of the proceeds of the Loans or (iii) any claim, litigation, investigation 
or proceeding relating to any of the foregoing, whether or not any Indemnitee is 
a party thereto; provided that such indemnity shall not, as to any Indemnitee, 
be available to the extent that such losses, claims, damages, liabilities or 
related expenses are determined by a court of competent jurisdiction by final 
and nonappealable judgment to have resulted from the gross negligence or willful 
misconduct of such Indemnitee. 
 
         (c) All amounts due under this Section 4.06 shall be payable in 
immediately available funds upon written demand therefor. 
 
         Section 4.07    Survival. 
                         --------- 
 
         The provisions of Sections 4.03, 4.04, 4.06 and 9.06, shall remain 
operative and in full force and effect regardless of the expiration of the term 
of this Agreement, the consummation of the transactions contemplated hereby, the 
repayment of any of the Loans, the reduction or termination of any Commitments, 
the invalidity or unenforceability of any term or provision of any Credit 
Document, or any investigation made by or on behalf of the Lenders. 
 
         Section 4.08    Substitution of a Lender. 
                         ------------------------- 
 
         Notwithstanding anything to the contrary contained herein, if any 
Lender shall request compensation pursuant to Section 4.04(b)(i) and (ii) in an 
aggregate amount in excess of $25,000, then, in each case, the Borrower may 
require that such Lender transfer all of its right, title and interest under 
this Agreement and such Lender's Revolving Credit Notes to one or more of the 
other Lenders or any other lender identified by the Borrower and reasonably 
acceptable to the Administrative Agent (a "Substitute Lender") which is willing 
to assume all of the obligations of such Lender, for consideration equal to the 
outstanding principal amount of such Lender's Loans, together with interest 
thereon to the date of such transfer and all other amounts payable under the 
Credit Documents to such Lender on or prior to the date of such transfer 
(including, without limitation, any fees accrued hereunder and any amounts which 
would be payable under Section 4.03 as if all of such Lender's Loans were being 
prepaid in full on such date). Subject to the execution and delivery of new 
notes, an Assignment and Acceptance, and such other documents as such Lender may 
reasonably require, such Substitute Lender shall be a "Lender" for all purposes 
hereunder. Without prejudice to the survival of any other agreement of the 
Borrower hereunder, the agreements of the Borrower contained in Sections 4.04 
and 4.06 (without duplication of any payments made to such Lender by the 
Borrower or the Substitute Lender) shall survive for the benefit of any Lender 
replaced under this Section 4.08 with respect to the time prior to such 
replacement. 
 
 
                                       32 



 
 
 
                                   ARTICLE V 
 
                         REPRESENTATIONS AND WARRANTIES 
                         ------------------------------ 
 
         Section 5.01    Representations and Warranties. 
                         ------------------------------- 
 
         The Borrower represents and warrants to the Administrative Agent and 
each Lender as follows: 
 
         (a) CORPORATE EXISTENCE. 
 
                  (i)    the Borrower and each of its Significant Subsidiaries 
has been duly incorporated and is validly existing and in good standing under 
the laws of its jurisdiction of incorporation; 
 
                  (ii)   the Borrower and each of its Significant Subsidiaries 
has the corporate power and authority and all necessary governmental licenses, 
authorizations, consents and approvals material to the ownership of its assets 
and the carrying on of its business; 
 
                  (iii)  the Borrower has the power and authority and all 
governmental licenses, authorizations, consents and approvals to execute, 
deliver and perform its obligations under this Agreement and the Revolving 
Credit Notes; and 
 
                  (iv)   the Borrower is duly qualified as a foreign 
corporation licensed and in good standing under the laws of each jurisdiction 
where its ownership, lease or operation of Property or the conduct of its 
business requires such qualification. 
 
         (b) CORPORATE AUTHORIZATION; NO CONTRAVENTION. The execution, delivery, 
and performance by the Borrower of the Credit Documents have been duly 
authorized by all necessary corporate action and do not and will not: 
 
                  (i)    contravene the terms of the Borrower's articles of 
incorporation, bylaws or other organizational document; 
 
                  (ii)   conflict with or result in any breach or contravention 
of, or the creation of any Lien under, any indenture, agreement, lease, 
instrument, Contractual Obligation, injunction, order, decree or undertaking to 
which the Borrower is a party or by which it is bound including, without 
limitation, the CPUC Order; or 
 
                  (iii)  violate any Requirement of Law. 
 
         (c) GOVERNMENTAL AUTHORIZATION. No consent, approval, authorization or 
order of any Governmental Authority is required for due execution, delivery and 
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performance by the Borrower of the Credit Documents, other than the CPUC Order, 
which has been obtained and is in full force and effect. 
 
         (d) BINDING EFFECT. This Agreement is, and the Revolving Credit Notes 
when delivered hereunder will be, legal, valid and binding obligations of the 
Borrower enforceable against the Borrower in accordance with their respective 
terms subject to bankruptcy, insolvency, fraudulent transfer, reorganization, 
moratorium or similar laws of general applicability relating to or affecting 
creditors' rights and to general equity principles. 
 
         (e) LITIGATION. There are no actions, suits, proceedings, claims or 
disputes pending, or to the best knowledge of the Borrower, threatened at law, 
in equity, in arbitration or before any Governmental Authority, against the 
Borrower, or its Subsidiaries or any of their respective Properties which (i) 
purport to affect or pertain to this Agreement, or any of the transactions 
contemplated hereby; or (ii) would reasonably be expected to have a Material 
Adverse Effect. No injunction, writ, temporary restraining order or any order of 
any nature has been issued by any court or other Governmental Authority 
purporting to enjoin or restrain the execution, delivery and performance of any 
Credit Document or directing that the transactions provided for herein not be 
consummated as herein provided. 
 
         (f) NO DEFAULT. No Default or Event of Default exists or would result 
from the incurring of the Obligations by the Borrower under this Agreement. 
Neither the Borrower, nor any of its Significant Subsidiaries, is in default 
under or with respect to any Contractual Obligation which, individually or 
together with all such defaults, would have a Material Adverse Effect. 
 
         (g) ERISA COMPLIANCE. (i) Each Qualified Plan is in compliance in all 
material respects with the applicable provisions of ERISA, the Code and other 
federal or state law, including all requirements under the Code or ERISA for 
filing reports (which are true and correct in all material respects as of the 
date filed), and to the best knowledge of the Borrower, benefits have been paid 
in accordance with the provisions of such Plan. 
 
                  (ii)   Each Qualified Plan has been determined by the IRS to 
qualify under Section 401 of the Code, the IRS has not determined that any 
amendment to any Qualified Plan does not qualify under Section 401 of the Code, 
and the trusts created thereunder have been determined to be exempt from tax 
under the provisions of Section 501 of the Code, and to the best knowledge of 
the Borrower, nothing has occurred which would cause the loss of such 
qualification or tax-exempt status. 
 
                  (iii)  There is no outstanding liability under Title IV of 
ERISA with respect to any Plan maintained or sponsored by the Borrower or any 
ERISA Affiliate (as to which the Borrower is or may be liable), nor with respect 
to any Plan to which the Borrower or any ERISA Affiliate (wherein the Borrower 
is or may be liable) contributes or is obligated to contribute. 
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                  (iv)   None of the Qualified Plans subject to Title IV of 
ERISA has any Unfunded Pension Liability as to which the Borrower is or may be 
liable. 
 
                  (v)    No ERISA Event has occurred or is reasonably expected 
to occur with respect to any Plan maintained or sponsored by the Borrower or to 
which the Borrower is obligated to contribute. 
 
                  (vi)   There are no pending or, to the best knowledge of the 
Borrower, threatened claims, actions or lawsuits, other than routine claims for 
benefits in the usual and ordinary course, asserted or instituted against (i) 
any Plan maintained or sponsored by the Borrower or its assets, (ii) any member 
of the Controlled Group with respect to any Qualified Plan of the Company, or 
(iii) any fiduciary with respect to any Plan for which the Borrower may be 
directly or indirectly liable, through indemnification obligations or otherwise 
which would be reasonably likely to have a Material Adverse Effect. 
 
                  (vii)  The Borrower has not incurred nor reasonably expects to 
incur (i) any liability (and no event has occurred which, with the giving of 
notice under Section 4219 of ERISA, would result in such liability) under 
Section 4201 or 4243 of ERISA with respect to a Multiemployer Plan or (ii) any 
liability under Title IV of ERISA (other than premiums due and not delinquent 
under Section 4007 of ERISA) with respect to a Plan. 
 
                  (viii) The Borrower has not transferred any Unfunded Pension 
Liability outside of the Controlled Group or otherwise engaged in a transaction 
that could be subject to Section 4069 or 4212(c) of ERISA. 
 
                  (ix)   The Borrower has not engaged, directly or indirectly, 
in a non-exempt prohibited transaction (as defined in Section 4975 of the Code 
or Section 406 of ERISA) in connection with any Plan which would have a Material 
Adverse Effect. 
 
         (h) USE OF PROCEEDS; MARGIN REGULATIONS. No Loans will be used, 
directly or indirectly, (i) to purchase or carry Margin Stock or (ii) to repay 
or otherwise refinance indebtedness of the Borrower or others incurred to 
purchase or carry Margin Stock or (iii) to extend credit for the purpose of 
purchasing or carrying any Margin Stock. No Loan will be used to acquire any 
security in any transaction which is subject to Sections 13 or 14 of the 
Securities Exchange Act of 1934. 
 
         (i) TITLE TO PROPERTIES. The Borrower and each of its Significant 
Subsidiaries has sufficient and legal title in fee simple to or valid leasehold 
interest in all its Property, except for such defects in title as could not, 
individually or in the aggregate, have a Material Adverse Effect. Such Property 
is free and clear of all Liens or rights of others, except Permitted Liens. 
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         (j) TAXES. The Borrower and its Subsidiaries have filed all federal and 
other material tax returns and reports required to be filed and have paid all 
federal and other material taxes, assessments, fees and other governmental 
charges levied or imposed upon them or their Properties, income or assets 
otherwise due and payable except (a) those which are being contested in good 
faith by appropriate proceedings and for which adequate reserves have been 
provided in accordance with GAAP and no Notice of Lien has been filed or 
recorded, and (b) those levied or imposed on Subsidiaries other than Significant 
Subsidiaries the nonpayment of which would not, in the aggregate, have a 
Material Adverse Effect. To the best knowledge of the Borrower, there is no 
proposed tax assessment against the Borrower or any of its Subsidiaries which 
would, if the assessment were made, have a Material Adverse Effect. 
 
         (k) FINANCIAL CONDITION. 
 
                  (i) The audited consolidated balance sheet of the Borrower as 
of December 31, 2001 and the unaudited consolidated balance sheets of the 
Borrower as of March 31, 2002, and the related consolidated statements of 
income, changes in shareholders' equity and cash flows for, each of the 
respective periods then ended, copies of which have been furnished to the 
Administrative Agent and the Lenders, fairly present the consolidated financial 
condition of the Borrower and its consolidated Subsidiaries as of, and the 
results of its operations and cash flows for, each of the respective periods 
then ended, applied on a consistent basis. Such financial statements were 
prepared in accordance with GAAP consistently applied throughout the period 
covered thereby, are complete and accurate, and show all material indebtedness 
and other liabilities of the Borrower and its consolidated Subsidiaries as of 
the date thereof (including liabilities for taxes and material commitments). 
 
                  (ii) The unaudited unconsolidated balance sheets of the 
Borrower as of March 31, 2002, and the related unconsolidated statements of 
income, changes in shareholders' equity and cash flows for the period then 
ended, copies of which have been furnished to the Administrative Agent and the 
Lenders, fairly present the financial position of the Borrower as of, and the 
results of its operations and cash flows for, each of the respective periods 
then ended, applied on a consistent basis. 
 
         (l) ENVIRONMENTAL MATTERS. 
 
                  (i)    The operations of the Borrower and each of its 
Subsidiaries comply with all Environmental Laws except where such noncompliance 
would not have a Material Adverse Effect. 
 
                  (ii)   The Borrower and each of its Subsidiaries have obtained 
all licenses, permits, authorizations and registrations required under any 
Environmental Law ("Environmental Permits") necessary for its operations, and 
all such Environmental Permits are in good standing, and the Borrower and each 
of its Subsidiaries are in compliance with all terms and conditions of such 
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Environmental Permits, except where the failure so to obtain, be in good 
standing or be in compliance would not have a Material Adverse Effect. 
 
                  (iii)  None of the Borrower, any of its Subsidiaries or any of 
their present Property or operations is subject to any outstanding written order 
from or agreement with any Governmental Authority or other Person, nor subject 
to any judicial or docketed administrative proceeding, respecting any 
Environmental Law, Environmental Claim or Hazardous Material which would have a 
Material Adverse Effect. 
 
                  (iv)   There are no conditions or circumstances which may give 
rise to any Environmental Claim arising from the operations of the Borrower or 
its Subsidiaries which would have a Material Adverse Effect. Without limiting 
the generality of the foregoing (i) neither the Borrower nor any of its 
Subsidiaries has any underground storage tanks (x) that are not properly 
registered or permitted under applicable Environmental Laws or (y) that are 
leaking or disposing of Hazardous Materials offsite and (ii) the Borrower and 
its Subsidiaries have notified all of their employees of the existence, if any, 
of any health hazard arising from the conditions of their employment and have 
met all notification requirements under Title III of CERCLA or any other 
Environmental Law, except where the failure to so notify would not, in the 
aggregate, have a Material Adverse Effect. 
 
         (m) REGULATED ENTITIES. Neither the Borrower nor any Person controlling 
the Borrower is (i) an "Investment Company" within the meaning of the Investment 
Company Act of 1940; or (ii) subject to regulation under the Public Utility 
Holding Company Act of 1935 other than pursuant to Section 9(a)(2) thereof, the 
Federal Power Act, the Interstate Commerce Act or any regulation thereunder 
limiting its ability to incur Debt. 
 
         (n) LABOR RELATIONS. There are no strikes, lockouts or other labor 
disputes against the Borrower or any of its Subsidiaries or, to the best of the 
Borrower's knowledge, threatened against or affecting the Borrower or any of its 
Subsidiaries which would have a Material Adverse Effect, and no significant 
unfair labor practice complaint is pending against the Borrower or any of its 
Subsidiaries or, to the best knowledge of the Borrower, threatened against any 
of them before any Governmental Authority which would have a Material Adverse 
Effect. 
 
         (o) INSURANCE. The Properties of the Borrower and its Significant 
Subsidiaries are insured with financially sound and reputable insurance 
companies, in such amounts, with such deductibles and covering such risks as is 
customarily carried by companies engaged in similar businesses and owning 
similar Properties in localities where the Borrower or such Significant 
Subsidiary operates. 
 
         (p) FULL DISCLOSURE. None of the representations or warranties made by 
the Borrower in this Agreement as of the date of such representations and 
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warranties, and none of the statements contained in any certificate furnished by 
or on behalf of the Borrower in connection with this Agreement contains any 
untrue statement of a material fact or omits any material fact required to be 
stated therein or necessary to make the statements made therein, in light of the 
circumstances under which they are made, not misleading. 
 
         (q) COMPLIANCE WITH APPLICABLE LAWS. Neither the Borrower nor any 
Subsidiary is in default with respect to any judgment, order, writ, injunction, 
decree or decision of any Governmental Authority which default would have a 
Material Adverse Effect. The Borrower and each Subsidiary is complying in all 
material respects with all applicable statutes and regulations, including ERISA 
and applicable occupational, safety and health and other labor laws, of all 
Governmental Authorities, a violation of which would have a Material Adverse 
Effect. 
 
         (r) RANKING. The Obligations of the Borrower to the Lenders to be 
undertaken under the Credit Documents will rank senior to or pari passu with 
other Unsecured Debt of the Borrower. 
 
         Section 5.02    Survival. 
                         --------- 
 
         All representations and warranties made by the Borrower in this 
Agreement, and in the certificates or other instruments prepared or delivered in 
connection with or pursuant to this Agreement, shall (i) be considered to have 
been relied upon by the Lenders, (ii) survive the making of Loans regardless of 
any investigation made by, or on behalf of, the Lenders, and (iii) continue in 
full force and effect as long as the Commitments have not been terminated and, 
thereafter, so long as any Loan, fee or other amount payable hereunder remains 
unpaid. 
 
                                   ARTICLE VI 
 
                              CONDITIONS PRECEDENT 
                              -------------------- 
 
         Section 6.01    Conditions to the Availability of the Commitments. 
                         -------------------------------------------------- 
 
         The obligations of each Lender hereunder are subject to, and the 
Lenders' Commitments shall not become available until the earliest date (the 
"EFFECTIVE DATE") (which shall be no later than the close of business in New 
York City on May 10, 2002) on which each of the following conditions precedent 
shall have been satisfied or waived in writing by the Lenders: 
 
         (a) THIS AGREEMENT. The Administrative Agent shall have received this 
Agreement duly executed and delivered by each of the Lenders and the Borrower. 
 
         (b) THE REVOLVING CREDIT NOTES. The Borrower shall have delivered to 
the Administrative Agent, for each of the Lenders, a duly executed Revolving 
Credit Note. 
 
 
                                       38 



 
 
 
         (c) EVIDENCE OF CORPORATE ACTION. The Lenders shall have received the 
following: 
 
                   (i)   The articles of incorporation of the Borrower as in 
              effect on the Effective Date, certified by the Secretary of State 
              of California as of a recent date and by the Secretary or 
              Assistant Secretary of the Borrower as of the Effective Date and 
              the bylaws of the Borrower as in effect on the Effective Date, 
              certified by the Secretary or Assistant Secretary of the Borrower 
              as of the Effective Date. 
 
                   (ii)  Certificates of good standing for the Borrower from 
              each of the Secretary of State of California and the Secretaries 
              of State of the states where the Borrower conducts its principal 
              operations, certifying that the Borrower is in good standing in 
              such states, such certificates to be dated reasonably near the 
              Effective Date. 
 
                   (iii) Copies of the resolutions of the board of directors of 
              the Borrower approving and authorizing the execution, delivery and 
              performance by the Borrower of this Agreement and the Revolving 
              Credit Notes and authorizing the borrowings hereunder, certified 
              as of the Effective Date by the Secretary or an Assistant 
              Secretary of the Borrower. 
 
                   (iv)  A certificate of the Secretary or an Assistant 
              Secretary of the Borrower certifying the names and true signatures 
              of the officers of the Borrower authorized to sign this Agreement, 
              the Revolving Credit Notes and any certificates or other 
              documents, to be delivered in connection herewith. 
 
         (d) OPINIONS OF COUNSEL. The Lenders shall have received a favorable 
written opinion, dated the Effective Date, of Robert M. Johnson, Assistant 
General Counsel of the Borrower, and O'Melveny & Myers LLP, in substantially the 
form of Exhibit D. 
 
         (e) REPRESENTATIONS AND WARRANTIES; ETC. The following statements shall 
be true and the Administrative Agent shall have received a certificate signed by 
a Responsible Officer of the Borrower, dated the Effective Date, stating that: 
 
                   (i) The representations and warranties contained in Section 
              5.01 of this Agreement are correct on and as of the Effective Date 
              as though made on and as of such date; 
 
                   (ii) Since December 31, 2001, neither the Borrower nor any of 
              its Subsidiaries have entered into or consummated any transaction 
              or transactions, and there has occurred no change, affecting the 
              business, credit, operations, financial condition or prospects of 
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              the Borrower and its Subsidiaries, taken as a whole, which would 
              have a Material Adverse Effect; 
 
                   (iii) No litigation, proceeding or inquiry before or by any 
              arbitrator or Governmental Authority is continuing or, to the best 
              of the Borrower's knowledge, threatened which would have a 
              Material Adverse Effect; and 
 
                   (iv) No event has occurred and is continuing which 
              constitutes a Default or Event of Default. 
 
         (f) OTHER DOCUMENTS. The Lenders shall have received such other 
certificates, opinions and other documents as the Required Lenders reasonably 
may require. 
 
         Section 6.02    Conditions to All Loans. 
                         ------------------------ 
 
         The obligations of the Lenders to make each Loan are subject to the 
conditions precedent that, on the date of each Loan and after giving effect 
thereto, each of the following conditions precedent shall have been satisfied, 
or waived in writing by the Lenders: 
 
         (a) BORROWING REQUEST. The Administrative Agent shall have received a 
Borrowing Request complying with the terms of this Agreement. 
 
         (b) NO DEFAULT. No Default or Event of Default shall have occurred and 
be continuing, nor shall any Default or Event of Default occur as a result of 
the making of such Loan. 
 
         (c) REPRESENTATIONS AND WARRANTIES. The representations and warranties 
contained in Section 5.01 shall have been true and correct when made and (except 
to the extent that any representation or warranty speaks as of a date certain) 
shall be true and correct on the Borrowing Date with the same effect as though 
such representations and warranties had been made on such Borrowing Date. 
 
         Section 6.03    Satisfaction of Conditions Precedent. 
                         ------------------------------------- 
 
         Each of (i) the delivery by the Borrower of a Borrowing Request (unless 
the Borrower notifies the Lenders in writing to the contrary prior to the 
Borrowing Date) and (ii) the acceptance of the proceeds of a Loan shall be 
deemed to constitute a certification by the Borrower that, as of the Borrowing 
Date, each of the conditions precedent contained in Section 6.02 has been 
satisfied with respect to any Loans then being made. 
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                                  ARTICLE VII 
 
                                   COVENANTS 
                                   --------- 
 
         Section 7.01    Affirmative Covenants. 
                         ---------------------- 
 
         Until satisfaction in full of all the obligations of the Borrower under 
the Credit Documents and termination of the Commitments of the Lenders 
hereunder: 
 
         (a) FINANCIAL STATEMENTS; COMPLIANCE CERTIFICATES. The Borrower shall 
furnish to the Lenders: 
 
                  (i)    As soon as available, but not later than 120 days after 
             the end of each fiscal year of the Borrower, (i) the audited, 
             consolidated balance sheet of the Borrower as of the end of such 
             fiscal year and the related consolidated statements of income, 
             changes in shareholders' equity and cash flows for such fiscal 
             year, certified by Arthur Andersen LLP or other independent 
             certified public accountants of recognized national standing, and 
             (ii) the unaudited unconsolidated balance sheet of the Borrower as 
             of the end of such fiscal year and the related unaudited 
             unconsolidated statements of income, changes in shareholders' 
             equity and cash flows for such fiscal year, in each case setting 
             forth comparative figures for the preceding fiscal year, all in 
             reasonable detail, certified by a Responsible Officer of the 
             Borrower who was involved in the preparation of the financial 
             statements referred to herein; 
 
                  (ii)   As soon as available, but not later than 60 days after 
             the end of each of the first three quarterly accounting periods in 
             each fiscal year of the Borrower, (i) the unaudited unconsolidated 
             balance sheet of the Borrower as of the end of such quarterly 
             period and the related unaudited unconsolidated statements of 
             income, changes in shareholders' equity and cash flows, and (ii) 
             the unaudited consolidated balance sheet of the Borrower as of the 
             end of such quarterly period and the related unaudited consolidated 
             statements of income, changes in shareholders' equity and cash 
             flows for the elapsed portion of the fiscal year ended with the 
             last day of such quarterly period. Such statements shall be in 
             reasonable detail and certified by a Responsible Officer of the 
             Borrower who was involved in the preparation of the financial 
             statements referred to herein; 
 
                  (iii)  Concurrently with the delivery of the financial 
             statements referred to in clauses (i) and (ii) above, a certificate 
             of a Responsible Officer (A) stating that, to the best of such 
             officer's knowledge after reasonable investigation, the Borrower, 
             during such period, has observed or performed all of its covenants 
             and other agreements in all material respects, and satisfied every 
             condition contained in this Agreement to be observed, performed or 
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             satisfied by it, and that such officer has obtained no knowledge of 
             any Default or Event of Default except as specified in such 
             certificate, and (B) showing in detail the calculation supporting 
             such statement in respect of Section 7.03; 
 
                  (iv)   Concurrently with the delivery of the financial 
             statements referred to in clause (i) above, a comprehensive budget 
             that has been reviewed by the Board of Directors of the Borrower 
             for such fiscal year (including pro forma unconsolidated projected 
             balance sheets, income statements, cash flow statements, in each 
             case for the current budget year) and financial forecast for the 
             next two fiscal years, together with an explanation of key 
             assumptions, all in the form such budget has previously been 
             delivered to the Administrative Agent; 
 
                  (v)    Within 5 days after the same are sent, copies of all 
             financial statements and reports which the Borrower sends to its 
             shareholders, and promptly after the same are filed, copies of all 
             financial statements and regular, periodical or special reports 
             which the Borrower may make to, or file with, the SEC; and 
 
                  (vi)   Promptly, such additional financial and other 
             information as the Administrative Agent, at the request of any 
             Lender may from time to time reasonably request. 
 
         (b) NOTICES. The Borrower shall promptly notify the Administrative 
Agent (who shall notify each Lender): 
 
                  (i)    of the occurrence of any Default or Event of Default 
             and of the occurrence or existence of any event or circumstance 
             that foreseeably will become a Default or Event of Default; 
 
                  (ii)   of any (A) breach or non-performance of, or any default 
             under any Contractual Obligation of the Borrower or any of its 
             Subsidiaries which would be reasonably expected to result in a 
             Material Adverse Effect; or (B) dispute, litigation, investigation, 
             proceeding or suspension which may exist at any time between the 
             Borrower or any of its Subsidiaries and any Governmental Authority 
             which would reasonably be expected to result in a Material Adverse 
             Effect; 
 
                  (iii)  of the commencement of, or any material development in, 
             any litigation or proceeding affecting the Borrower or any 
             Subsidiary which, if adversely determined, would have a Material 
             Adverse Effect; 
 
                  (iv)   of any other litigation or proceeding affecting the 
             Borrower or any of its Subsidiaries which the Borrower would be 
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             required to report to the SEC pursuant to the Securities Exchange 
             Act of 1934, within four days after reporting the same to the SEC; 
 
                  (v)    any ERISA Event affecting the Borrower or any member of 
             its Controlled Group (but in no event more than ten days after such 
             ERISA Event) together with (i) a copy of any notice with respect to 
             such ERISA Event that may be required to be filed with the PBGC and 
             (ii) any notice delivered by the PBGC to the Borrower or any member 
             of its Controlled Group with respect to such ERISA Event; 
 
                  (vi)   upon becoming aware thereof, of any Material Adverse 
             Effect; 
 
                  (vii)  upon becoming aware thereof, of any change in the 
             Borrower's Senior Debt Rating by Moody's or S&P; 
 
                  (viii) following any change in accounting policies or 
             financial reporting practices; and 
 
                  (ix)   upon becoming aware of any labor controversy resulting 
             in or threatening to result in any strike, work stoppage, boycott, 
             shutdown or other labor disruption against or involving the 
             Borrower or any Subsidiary and which would reasonably be expected 
             to have a Material Adverse Effect. 
 
             Each notice pursuant to this Section 7.01(b) shall be accompanied 
         by a written statement by a Responsible Officer of the Borrower setting 
         forth details of the occurrence referred to therein. 
 
         (c) PRESERVATION OF CORPORATE EXISTENCE, ETC. The Borrower shall and 
shall cause each of its Significant Subsidiaries to: 
 
                  (i)    preserve and maintain in full force and effect its 
             corporate existence and good standing under the laws of its state 
             or jurisdiction of incorporation except as permitted under Section 
             7.02(b) hereof; 
 
                  (ii)   preserve and maintain in full force and effect all 
             rights, privileges, qualifications, permits, licenses and 
             franchises material in the normal conduct of its business; 
 
                  (iii)  use its reasonable efforts, in the ordinary course and 
             consistent with past practice, to preserve its business 
             organization and preserve the goodwill and business of the 
             customers, suppliers and others having business relations with it; 
             and 
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                  (iv)   preserve or renew all of its registered trademarks, 
             trade names and service marks, the non-preservation of which would 
             have a Material Adverse Effect. 
 
         (d) MAINTENANCE OF PROPERTY. The Borrower shall maintain, and shall 
cause each of its Significant Subsidiaries to maintain, and preserve all its 
Property which is used or useful in its business in good working order and 
condition, ordinary wear and tear excepted. 
 
         (e) INSURANCE. The Borrower shall maintain, and shall cause each 
Significant Subsidiary to maintain, with financially sound and reputable 
insurers, insurance with respect to its Properties and business against loss or 
damage of the kinds customarily insured against by Persons engaged in the same 
or similar business, of such types and in such amounts as are customarily 
carried under similar circumstances by such other Persons, including workers' 
compensation insurance, public liability and property and casualty insurance. 
 
         (f) PAYMENTS OF OBLIGATIONS. The Borrower shall, and shall cause its 
Subsidiaries to, pay and discharge as the same shall become due and payable, all 
obligations and liabilities material to the Borrower and its Subsidiaries taken 
as a whole, including: 
 
                  (i) all tax liabilities, assessments and governmental charges 
             or levies upon it or its Properties or assets, unless (x) the same 
             are being contested in good faith by appropriate proceedings and 
             adequate reserves in accordance with GAAP are being maintained by 
             the Borrower or such Subsidiary or (y) the same are levied or 
             imposed on Subsidiaries other than Significant Subsidiaries and the 
             nonpayment of which would not, in the aggregate, have a Material 
             Adverse Effect; and 
 
                  (ii) all lawful claims which, if unpaid, might by law become a 
             Lien other than a Permitted Lien upon its Property. 
 
         (g) COMPLIANCE WITH LAWS. The Borrower shall comply, and shall cause 
each of its Subsidiaries to comply, in all material respects with all 
Requirements of Law of any Governmental Authority having jurisdiction over it or 
its business, except such as may be contested in good faith or as to which a 
bona fide dispute may exist or where such noncompliance would not have a 
Material Adverse Effect. 
 
         (h) INSPECTION OF PROPERTY AND BOOKS AND RECORDS. The Borrower shall 
maintain and shall cause each of its Subsidiaries to maintain, proper books of 
record and account, in which full, true and correct entries in conformity with 
GAAP consistently applied shall be made of all financial transactions and 
matters involving the assets and business of the Borrower and such Subsidiaries. 
To the extent permitted by applicable law and subject to Section 11.05, the 
Borrower will permit, and will cause each of its Subsidiaries to permit, 
 
 
                                       44 



 
 
representatives of the Administrative Agent or any Lender to visit and inspect 
any of their respective Properties, to examine their respective corporate, 
financial and operating records and make copies thereof or abstracts therefrom, 
and to discuss their respective affairs, finances and accounts with their 
respective directors, officers, employees and independent public accountants, 
all at the expense of the Borrower and at such reasonable times during normal 
business hours and as often as may be reasonably desired, upon reasonable 
advance notice to the Borrower. 
 
         Section 7.02    Negative Covenants. 
                         ------------------ 
 
         Until satisfaction in full of all the obligations of the Borrower under 
the Credit Documents and termination of the Commitments of the Lenders 
hereunder, the Borrower will not, without the written consent of the Required 
Lenders: 
 
         (a) LIENS. Create or suffer to exist, or permit any of its Subsidiaries 
to create or suffer to exist, any lien upon or with respect to any of its 
Property except Permitted Liens. 
 
         (b) CONSOLIDATIONS AND MERGERS; DISPOSITION OF ASSETS. Merge, 
consolidate with or into, or convey, transfer, lease or otherwise dispose of, or 
permit any of its Significant Subsidiaries to merge, consolidate with or into, 
or convey, transfer, lease or otherwise dispose of, (whether in one transaction 
or in a series of transactions) all or substantially all of its assets (whether 
now owned or hereinafter acquired) or enter into, or permit any of its 
Significant Subsidiaries to enter into, any joint venture or partnership with, 
any Person except: 
 
                  (i) any Significant Subsidiary of the Borrower may merge, 
             consolidate or combine with or into, or transfer assets to the 
             Borrower (if the Borrower shall be the continuing or surviving 
             corporation) or with, into or to any one or more Significant 
             Subsidiaries of the Borrower; PROVIDED that if any transaction 
             shall be between a Significant Subsidiary and a wholly-owned 
             Significant Subsidiary, the wholly-owned Significant Subsidiary 
             shall be the continuing or surviving corporation; 
 
                  (ii) any Significant Subsidiary of the Borrower may sell, 
             lease, transfer or otherwise dispose of any or all of it assets 
             (upon voluntary liquidation or otherwise), to the Borrower or 
             another wholly-owned Significant Subsidiary of the Borrower; if 
             immediately after giving effect thereto no Default or Event of 
             Default would exist; 
 
                  (iii) the Borrower may merge, consolidate or combine with 
             another entity if (1) the Borrower is the corporation surviving the 
             merger, and (2) immediately after giving effect thereto, no Default 
             or Event of Default would exist; and 
 
 
                                       45 



 
 
 
                  (iv) the Borrower and any Subsidiary may enter into joint 
             ventures and partnerships in the ordinary course of business as 
             presently conducted. 
 
         (c) INVESTMENTS AND ACQUISITIONS. Make, or permit any of its 
Significant Subsidiaries to make, any Investments or Acquisitions except for (i) 
Permitted Investments, (ii) as required by any Governmental Authority, and (iii) 
Acquisitions, provided that: 
 
             (i)   immediately before or after giving effect to each 
Acquisition, no Default shall or would exist, and immediately after giving 
effect thereto, all of the representations and warranties contained in this 
Agreement shall be true and correct with the same effect as though then made, 
 
             (ii)  the Person or business acquired is engaged in the same line 
of business as the Borrower or any Significant Subsidiary, 
 
             (iii) the Borrower shall have delivered to the Administrative Agent 
notice thereof not less than ten days prior to the consummation of such 
Acquisition, 
 
             (iv)  the Borrower shall have delivered to the Administrative Agent 
a certificate of a financial officer thereof, in all respects reasonably 
satisfactory to the Administrative Agent and dated the date of such 
consummation, 
 
                   (1) certifying that prior to and after giving effect to such 
             Acquisition and based on the most recent financial statements 
             delivered pursuant to Section 7.01(a), the Borrower is and will be 
             in compliance with Section 7.03, 
 
                   (2) demonstrating that the sum (the "Acquisition 
             Consideration") of (A) the cash consideration paid or agreed to be 
             paid, plus (B) the fair market value of all non-cash consideration 
             paid or agreed to be paid and (C) an amount equal to the principal 
             or stated amount of all liabilities assumed or incurred in 
             connection with such Acquisition and paid for all Acquisitions 
             consummated after the Effective Date and prior to such Acquisition 
             would not exceed $200,000,000 in the aggregate, and 
 
                   (3) providing or attaching such other information, documents 
             and other items as the Administrative Agent shall have reasonably 
             requested. 
 
         (d) TRANSACTIONS WITH AFFILIATES. Enter into, or permit any of its 
Subsidiaries to enter into, any transaction with any Affiliate of the Borrower 
or of any such Subsidiary except as contemplated by this Agreement or in the 
ordinary course of business and pursuant to the reasonable requirements of the 
business of the Borrower or such Subsidiary and upon fair and reasonable terms 
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no less favorable to the Borrower or such Subsidiary than would be obtained in a 
comparable arm's-length transaction with a Person not an Affiliate of the 
Borrower or such Subsidiary. 
 
         (e) COMPLIANCE WITH ERISA. Directly or indirectly, or permit any ERISA 
Affiliate to directly or indirectly (i) terminate, any Plan subject to Title IV 
of ERISA so as to result in any material (in the opinion of the Administrative 
Agent) liability to the Borrower or any ERISA Affiliate, (ii) permit to exist 
any ERISA Event or any other event or condition, which presents the risk of a 
material (in the opinion of the Administrative Agent) liability of the Borrower 
or any ERISA Affiliate, or (iii) make a complete or partial withdrawal (within 
the meaning of ERISA Section 4201) from any Multiemployer Plan so as to result 
in any material (in the opinion of the Required Lenders) liability to the 
Borrower or any ERISA Affiliate, (iv) enter into any new Plan or modify any 
existing plan so as to increase its obligations thereunder except in the 
ordinary course of business consistent with past practice which would reasonably 
be expected to result in any material (in the opinion of the Administrative 
Agent) liability of the Borrower or any ERISA Affiliate, or (v) permit the 
present value of all nonforfeitable accrued benefits under each Plan (using the 
actuarial assumptions utilized by the PBGC upon termination of a Plan) 
materially (in the opinion of the Required Lenders) to exceed the fair market 
value of Plan assets allocable to such benefits, all determined as of the most 
recent valuation date for each such Plan. 
 
         (f) LEASE OBLIGATIONS. Create or suffer to exist, or permit any 
Significant Subsidiary to create or suffer to exist, any Lease Obligations, 
except for: 
 
                  (i) leases of the Borrower or any of its Significant 
             Subsidiaries in existence on the Effective Date and any arms' 
             length renewal, extension or refinancing thereof, and 
 
                  (ii) after the Effective Date, any leases entered into by the 
             Borrower or any of its Significant Subsidiaries in the ordinary 
             course of business in a manner and to an extent consistent with 
             past practice. 
 
         (g) RESTRICTED PAYMENTS. Declare or make any dividend payment or other 
distribution of assets, Properties, cash, rights, obligations or securities on 
account of any shares of any class of its capital stock or purchase, redeem or 
otherwise acquire for value (or permit any of its Subsidiaries to do so) any 
shares of its capital stock or any warrants, rights or options to acquire such 
shares, now or hereafter outstanding if a Default or Event of Default has 
occurred and is continuing or would result therefrom. 
 
         (h) CHANGE IN BUSINESS. Engage, or permit any of its Subsidiaries to 
engage, in any material line of business substantially different from those 
lines of business carried on by it on the date hereof. 
 
 
                                       47 



 
 
 
         Section 7.03    Financial Covenants. 
                         -------------------- 
 
         (a) LEVERAGE RATIO 
 
         Until satisfaction in full of all the obligations of the Borrower under 
the Credit Documents and termination of the Commitments of the Lenders 
hereunder, the Borrower will not permit the ratio of Funded Debt to Total 
Capitalization to exceed 0.70 to 1.00 as of the end of any quarter of any fiscal 
year. 
 
         (b) NET WORTH 
 
         Until satisfaction in full of all of the obligations of the Borrower 
under the Credit Documents and the termination of the Commitments of the Lenders 
hereunder, the Borrower will not permit its Net Worth as of the end of any 
quarter of any fiscal year to be less than $450,000,000 plus 25% of the net 
proceeds of any Equity Issuance. 
 
                                  ARTICLE VIII 
 
                                EVENTS OF DEFAULT 
                                ----------------- 
 
         Section 8.01    EVENTS OF DEFAULT 
 
         If one or more of the following events (each, an "Event of Default") 
shall occur: 
 
         (a) The Borrower shall fail duly to pay any principal of any Loan when 
due, whether at maturity, by notice of intention to prepay or otherwise; or 
 
         (b) The Borrower shall fail duly to pay any interest, fee or any other 
amount payable under the Credit Documents within two Business Days after the 
same shall be due; or 
 
         (c) Any representation or warranty made or deemed made by the Borrower 
herein, or any statement or representation made in any certificate, report or 
opinion delivered by or on behalf of the Borrower in connection herewith, shall 
prove to have been false or misleading in any material respect when so made or 
deemed made; or 
 
         (d) The Borrower shall fail duly to observe or perform any other term, 
covenant or agreement contained in this Agreement; or 
 
         (e) The Borrower or any Subsidiary shall fail to pay any of its 
Obligations (other than its obligations hereunder) in an amount of $10,000,000 
or more when due (whether by scheduled maturity, required prepayment, 
acceleration, demand or otherwise), or any other default or event of default 
under any agreement or instrument relating to any such obligation shall occur 
and shall continue after the applicable grace period, if any, specified in such 
agreement or instrument, or if the maturity of such obligation is accelerated, 
or any such obligation shall be declared to be due and payable, or required to 
be prepaid prior to the stated maturity thereof, or 
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         (f) One or more judgments against the Borrower or attachments against 
its Property, which in the aggregate exceed $10,000,000 not covered by 
insurance, or the operation or result of which would interfere materially and 
adversely with the conduct of the business of the Borrower, shall remain unpaid, 
unstayed on appeal, undischarged, unbonded and undismissed for a period of 30 
days or more; or any Person shall have filed any suit, action or proceeding 
which results in the granting of any form of injunction or restraining order, 
temporary or otherwise, the compliance with which would have a Material Adverse 
Effect, and which injunction or restraining order is not dissolved (or otherwise 
terminated) or modified within 30 days so as to eliminate that portion of such 
injunction or restraining order which would have such Material Adverse Effect; 
or 
 
         (g) Any order, writ, warrant, garnishment or other process of any court 
attaching, garnishing, distraining or otherwise freezing assets of the Borrower 
in an amount equal to $10,000,000 or more in value in the aggregate for all such 
orders, writs, warrants, garnishments shall remain unstayed on appeal, 
undischarged or undismissed for a period of 30 days or more; or 
 
         (h) (i) The Borrower shall commence any case, proceeding, or other 
action (A) under any existing or future law of any jurisdiction, domestic or 
foreign, relating to bankruptcy, insolvency, reorganization or relief of debts, 
seeking to have an order for relief entered with respect to it, or seeking to 
adjudicate it a bankrupt or insolvent, or seeking reorganization, arrangement, 
adjustment, winding-up, liquidation, dissolution, composition or other relief 
with respect to it or its debts, or (B) seeking appointment of a receiver, 
trustee, custodian or other similar official for it or for all or any 
substantial part of its assets, or the Borrower shall make a general assignment 
for the benefit of its creditors; or (ii) there shall be commenced against the 
Borrower any case, proceeding or other action of a nature referred to in clause 
(i) above and such case, proceeding or action shall not have been vacated, 
discharged or stayed within 60 days from the entry thereof, or (iii) the 
Borrower shall consent to the institution of, or fail to controvert in a timely 
and appropriate manner, any case, proceeding or other action of a nature 
referred to above; or (iv) the Borrower shall file an answer admitting the 
material allegations of a petition filed against it in any case, proceeding or 
other action of a nature referred to above; or (v) the Borrower shall generally 
not, or shall be unable to, or shall admit in writing its inability to, pay its 
debts as they become due; or (vi) the Borrower shall take corporate action for 
the purpose of effecting any of the foregoing; or 
 
         (i) The Borrower or an ERISA Affiliate shall fail to pay when due, 
after the expiration of any applicable grace period, any installment payment 
with respect to its withdrawal liability under a Multiemployer Plan; (ii) the 
Borrower or an ERISA Affiliate shall fail to satisfy its contribution 
requirements under Section 412(c)(II) of the Code, whether or not it has sought 
a waiver under Section 412(d) of the Code; (iii) the Unfunded Pension 
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Liabilities of a Plan or Plans shall exceed $50,000,000; (iv) a Plan that is 
intended to be qualified under Section 401(a) of the Code shall lose its 
qualification, and such loss can reasonably be expected to impose on the 
Borrower or an ERISA Affiliate liability (for additional taxes, to Plan 
participants, or otherwise) in the aggregate amount of $50,000,000 or more; (v) 
the commencement or increase of contributions to, the adoption of, or the 
amendment of a Plan by, the Borrower or an ERISA Affiliate shall result in a net 
increase in unfunded liabilities of the Borrower or an ERISA Affiliate in excess 
of $50,000,000; or (vi) any combination of events listed in clause (iii) through 
(vi) that involves a net increase in aggregate Unfunded Pension Liabilities and 
unfunded liabilities in excess of $50,000,000 shall occur; or 
 
         (j) All or substantially all of the Property of the Borrower or its 
Subsidiaries shall be condemned, seized or appropriated, excluding Property of a 
Subsidiary other than a Significant Subsidiary the condemnation, seizure or 
appropriation of which would not have a Material Adverse Effect; or 
 
         (k) Any Governmental Authority shall revoke or fail to renew any 
license, permit or franchise of the Borrower or any of its Subsidiaries, or the 
Borrower or any of its Subsidiaries shall for any reason lose any license, 
permit or franchise, if such revocation, non-renewal or loss would have a 
Material Adverse Effect; or 
 
         (l) Any Credit Document shall cease to be in full effect; or 
 
         (m) An Event of Default under the 364-Day Agreement shall occur; or 
 
         (n) A Change in Control shall occur; 
 
then, and at any time during the continuance of such Event of Default, the 
Required Lenders, may, by written notice to the Borrower, take either or both of 
the following actions, at the same or different times: (i) terminate forthwith 
the Commitments and (ii) declare any Loans then outstanding to be due and 
payable, whereupon the principal of the Loans so declared to be due, together 
with accrued interest thereon and any other unpaid amounts accrued under the 
Credit Documents, shall become forthwith due and payable, without presentment, 
demand, protest or any other notice of any kind (all of which are hereby 
expressly waived by the Borrower); provided that, in the case of any Event of 
Default described in Section 8.01(h) occurring with respect to the Borrower, the 
Commitments shall automatically and immediately terminate and the principal of 
all Loans then outstanding, together with accrued interest thereon and any other 
unpaid amounts accrued under the Credit Documents, shall automatically and 
immediately become due and payable without presentment, demand, protest or any 
other notice of any kind (all of which are hereby expressly waived by the 
Borrower). 
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                                   ARTICLE IX 
 
                            THE ADMINISTRATIVE AGENT 
                            ------------------------ 
 
         Section 9.01    The Agency. 
                         ----------- 
 
         Each Lender appoints The Bank of New York as its agent hereunder and 
irrevocably authorizes the Administrative Agent to take such action on its 
behalf and to exercise such powers hereunder and thereunder as are specifically 
delegated to the Administrative Agent by the terms hereof and thereof, together 
with such powers as are reasonably incidental thereto, and the Administrative 
Agent hereby accepts such appointment subject to the terms hereof. The 
relationship between the Administrative Agent and the Lenders shall be that of 
agent and principal only and nothing herein shall be construed to constitute the 
Administrative Agent a trustee or fiduciary for any Lender nor to impose on the 
Administrative Agent duties or obligations other than those expressly provided 
for herein. 
 
         Section 9.02    The Administrative Agent's Duties. 
                         ---------------------------------- 
 
         The Administrative Agent shall promptly forward to each Lender copies, 
or notify each Lender as to the contents, of all notices received from the 
Borrower pursuant to the terms of this Agreement and, in the event that the 
Borrower fails to pay when due the principal of or interest on any Loan, the 
Administrative Agent shall promptly give notice thereof to the Lenders. As to 
any other matter not expressly provided for herein, the Administrative Agent 
shall have no duty to act or refrain from acting with respect to the Borrower, 
except upon the instructions of the Required Lenders. The Administrative Agent 
shall not be bound by any waiver, amendment, supplement, or modification of this 
Agreement which affects its duties hereunder, unless it shall have given its 
prior written consent thereto. The Administrative Agent shall have no duty to 
ascertain or inquire as to the performance or observance of any of the terms, 
conditions, covenants or agreements binding on the Borrower pursuant to this 
Agreement nor shall the Administrative Agent be deemed to have knowledge of the 
occurrence of any Default or Event of Default (other than a failure of the 
Borrower to pay when due the principal or interest on any Loan), unless it shall 
have received written notice from the Borrower or a Lender specifying such 
Default or Event of Default and stating that such notice is a "Notice of 
Default". 
 
         Section 9.03    Limitation of Liabilities. 
                         -------------------------- 
 
         Each of the Lenders and the Borrower agree that (i) neither the 
Administrative Agent nor any of its officers or employees shall be liable for 
any action taken or omitted to be taken by any of them hereunder except for its 
or their own gross negligence or willful misconduct, (ii) neither the 
Administrative Agent nor any of its officers or employees shall be liable for 
any action taken or omitted to be taken by any of them in good faith in reliance 
upon the advice of counsel, independent public accountants or other experts 
selected by the Administrative Agent, and (iii) the Administrative Agent shall 
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be entitled to rely upon any notice, consent, certificate, statement or other 
document believed by it to be genuine and correct and to have been signed and/or 
sent by the proper Persons. 
 
         Section 9.04    The Administrative Agent as a Lender. 
                         ------------------------------------- 
 
         The Administrative Agent may, without any liability to account, 
maintain deposits or credit balances for, invest in, lend money to and generally 
engage in any kind of banking business with the Borrower or any Subsidiary or 
Affiliate of the Borrower without any duty to account therefor to the other 
Lenders. 
 
         Section 9.05    Lender Credit Decision. 
                         ----------------------- 
 
         Neither the Administrative Agent, nor any of its Affiliates, officers 
or employees has any responsibility for, gives any guaranty in respect of, nor 
makes any representation to the Lenders as to, (i) the condition, financial or 
otherwise, of the Borrower or any Subsidiary thereof or the truth of any 
representation or warranty given or made in this Agreement, or in connection 
herewith or therewith or (ii) the validity, execution, sufficiency, 
effectiveness, construction, adequacy, enforceability or value of this Agreement 
or any other document or instrument related hereto. Except as specifically 
provided herein, neither the Administrative Agent nor any of its Affiliates, 
officers or employees shall have any duty or responsibility, either initially or 
on a continuing basis, to provide any Lender with any credit or other 
information with respect to the operations, business, property, condition or 
creditworthiness of the Borrower or any of its Subsidiaries, whether such 
information comes into the Administrative Agent's possession on or before the 
date hereof or at any time thereafter. Each Lender acknowledges that (i) it has, 
independently and without reliance upon the Administrative Agent or any other 
Lender, based on such documents and information as it has deemed appropriate, 
made its own credit analysis and decision to enter into this Agreement and (ii) 
all information reviewed by it in its credit analysis or otherwise in connection 
herewith has been provided solely by or on behalf of the Borrower, and the 
Administrative Agent has no responsibility for such information. Each Lender 
also acknowledges that it will independently and without reliance upon the 
Administrative Agent or any other Lender, based on such documents and 
information as it shall deem appropriate at the time, continue to make its own 
credit decisions in taking or not taking action under any Credit Document. 
 
         Section 9.06    Indemnification. 
                         ---------------- 
 
         Each Lender agrees to indemnify the Administrative Agent, to the extent 
not reimbursed by the Borrower, ratably in proportion to its Commitment, from 
and against any and all liabilities, obligations, losses, claims, damages, 
penalties, actions, judgments, suits, costs, expenses or disbursements of any 
kind or nature whatsoever which may be imposed on, incurred by, or asserted 
against the Administrative Agent in any way relating to or arising out of this 
Agreement, or any action taken or omitted to be taken by the Administrative 
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Agent hereunder; provided, that no Lender shall be liable for any portion of 
such liabilities, obligations, losses, damages, penalties, actions, judgments, 
suits, costs, expenses or disbursements resulting from the gross negligence or 
willful misconduct of the Administrative Agent or any of its officers or 
employees. Without limiting the foregoing, each Lender agrees to reimburse the 
Administrative Agent promptly upon demand for its ratable share of any 
out-of-pocket expenses (including fees and disbursements of counsel incurred by 
the Administrative Agent in connection with the preparation, execution or 
enforcement of, or legal advice in respect of rights or responsibilities under, 
any Credit Document or any amendments or supplements thereto, to the extent that 
the Administrative Agent is not reimbursed for such expenses by the Borrower. 
Except for action expressly required of the Administrative Agent hereunder, the 
Administrative Agent shall in all cases be fully justified in failing or 
refusing to act hereunder unless it shall receive further assurances to its 
satisfaction from the Lenders of their indemnification obligations under this 
Section 9.06 against any and all liability and expense that may be incurred by 
it by reason of taking or continuing to take any such action. 
 
         Section 9.07    Successor Administrative Agent 
                         ------------------------------ 
 
         The Administrative Agent may resign at any time by giving written 
notice thereof to the Lenders and the Borrower. Upon any such resignation, the 
Required Lenders shall have the right to appoint a successor Administrative 
Agent reasonably acceptable to the Borrower. If no successor Administrative 
Agent shall have been so appointed by the Required Lenders and shall have 
accepted such appointment within 30 days after the resigning Administrative 
Agent's giving of notice of resignation, the resigning Administrative Agent may 
appoint a successor Administrative Agent, which shall be a commercial bank 
organized or licensed under the laws of the United States of America or of any 
State thereof and having a combined capital and surplus of at least 
$250,000,000. Upon the acceptance of its appointment as Administrative Agent 
hereunder by a successor Administrative Agent, such successor Administrative 
Agent shall thereupon succeed to and become vested with all the rights, powers, 
privileges and duties of the resigned Administrative Agent, and the resigned 
Administrative Agent shall be discharged from its duties and obligations under 
this Agreement. After any Administrative Agent's resignation, the provisions of 
this Article IX shall continue to inure to its benefit as to any actions taken 
or omitted to be taken by it while it was Administrative Agent under this 
Agreement. 
 
                                   ARTICLE X 
 
                          EVIDENCE OF LOANS; TRANSFERS 
                          ---------------------------- 
 
         Section 10.01   Evidence of Loans; Revolving Credit Notes. 
                         ------------------------------------------ 
 
         The Borrower's obligation to repay the Revolving Credit Loans shall be 
evidenced by Revolving Credit Notes, one such payable to the order of each 
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Lender. The Revolving Credit Note of each Lender shall (i) be in the principal 
amount of such Lender's Commitment, (ii) be dated the Effective Date and (iii) 
be stated to mature on the Termination Date and bear interest from its date 
until maturity on the principal balance (from time to time outstanding 
thereunder) payable at the rates and in the manner provided herein. Each Lender 
is authorized to indicate upon the grid attached to its Revolving Credit Note 
all Revolving Credit Loans made by it pursuant to this Agreement, interest 
elections and payments of principal and interest thereon. Such notations shall 
be presumptive, absent manifest error, as to the aggregate unpaid principal 
amount of all Revolving Credit Loans made by such Lender, and interest due 
thereon, but the failure by any Lender to make such notations or the inaccuracy 
or incompleteness of any such notations shall not affect the obligations of the 
Borrower hereunder or under the Revolving Credit Notes. 
 
         Section 10.02   Participations. 
                         --------------- 
 
         Any Lender may at any time grant to one or more financial institutions 
(each a "PARTICIPANT") participating interests in its Commitment or any or all 
of its Loans. In the event of any such grant by a Lender of a participating 
interest to a Participant, whether or not upon notice to the Borrower and the 
Administrative Agent, such Lender shall remain responsible for the performance 
of its obligations hereunder, and, except to the extent such participating 
interest has been granted pursuant to Section 4.02(e), the Borrower and the 
Administrative Agent shall continue to deal solely and directly with such Lender 
in connection with such Lender's rights and obligations under this Agreement. 
Any agreement pursuant to which any Lender may grant such a participating 
interest shall provide that such Lender shall retain the sole right and 
responsibility to enforce the obligations of the Borrower hereunder including 
the right to approve any amendment, modification or waiver of any provision of 
this Agreement; provided, that such participation agreement may provide that 
such Lender will not agree to any modification, amendment or waiver of this 
Agreement described in clauses (i) through (vi), inclusive, of Section 11.06 
without the consent of the Participant. 
 
         Section 10.03     Assignments. 
                           ------------ 
 
         (a) Any Lender may at any time assign to one or more financial 
institutions (each an "ASSIGNEE") all, or a proportionate part of all, of its 
rights and obligations under this Agreement, and such Assignee shall assume such 
rights and obligations, pursuant to an instrument, in substantially the form of 
EXHIBIT E (an "ASSIGNMENT AND ACCEPTANCE"), executed by such Assignee and such 
transferring Lender, with (and subject to) the signed consent of the Borrower 
and the Administrative Agent (which consents shall not be unreasonably 
withheld); PROVIDED, that the foregoing consent requirement shall not be 
applicable in the case of an assignment or other transfer by any Lender to an 
affiliate of such Lender, to another Lender or to a Federal Reserve Bank 
PROVIDED further, that any consent of the Borrower otherwise required under this 
Section shall not be required if an Event of Default has occurred and is 
continuing. Upon execution and delivery of an Assignment and Acceptance and 
 
 
                                       54 



 
 
payment by such Assignee to such transferring Lender of an amount equal to the 
purchase price agreed between such transferring Lender and such Assignee and 
payment by the transferring Lender or the Assignee of an assignment fee of 
$3,500 to the Administrative Agent, such Assignee shall be a Lender party to 
this Agreement and shall have all the rights and obligations of a Lender with a 
Commitment as set forth in such Assignment and Acceptance, and the transferring 
Lender shall be released from its obligations hereunder to a corresponding 
extent, and no further consent or action by any party shall be required. 
 
         (b) No Assignee of any transferring Lender's rights shall be entitled 
to receive any greater payment under Section 4.03 or 4.04 than such Lender would 
have been entitled to receive with respect to the rights transferred, unless 
such transfer is made with the Borrower's prior written consent or by reason of 
the provisions of Section 4.04(c) requiring such transferring Lender to 
designate a different Applicable Lending Office under certain circumstances or 
at a time when the circumstances giving rise to such payment did not exist. 
 
         Section 10.04   Certain Pledges. 
                         ---------------- 
 
         Notwithstanding any other provision in this Agreement, any Lender may 
at any time create a security interest in, or pledge, all or any portion of its 
rights under this Agreement and any Revolving Credit Note held by it in favor of 
any Federal Reserve Bank in accordance with Federal Reserve Board Regulation A 
(or any successor provision) or U.S. Treasury Regulation 31 C.F.R. ss. 203.14 
(or any successor provision), and such Federal Reserve Bank may enforce such 
pledge or security interest in any manner permitted under applicable law. 
 
                                   ARTICLE XI 
 
                                  MISCELLANEOUS 
                                  ------------- 
 
         Section 11.01   APPLICABLE LAW. 
                         --------------- 
 
         THE RIGHTS AND DUTIES OF THE BORROWER, THE ADMINISTRATIVE AGENT AND THE 
LENDERS UNDER THIS AGREEMENT SHALL, PURSUANT TO NEW YORK GENERAL OBLIGATIONS LAW 
SECTION 5-1401, BE GOVERNED BY THE LAW OF THE STATE OF NEW YORK. 
 
         Section 11.02   WAIVER OF JURY. 
                         --------------- 
 
         THE BORROWER, THE ADMINISTRATIVE AGENT AND THE LENDERS EACH HEREBY 
WAIVES TRIAL BY JURY IN ANY JUDICIAL PROCEEDING INVOLVING, DIRECTLY OR 
INDIRECTLY, ANY MATTER (WHETHER SOUNDING IN TORT, CONTRACT OR OTHERWISE) IN ANY 
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WAY ARISING OUT OF, RELATED TO, OR CONNECTED WITH THIS AGREEMENT, THE REVOLVING 
CREDIT NOTES OR THE RELATIONSHIPS ESTABLISHED HEREUNDER. 
 
         Section 11.03   Jurisdiction and Venue. 
                         ----------------------- 
 
         The Borrower, the Administrative Agent and the Lenders each hereby 
irrevocably submits to the non-exclusive jurisdiction of any state or federal 
court in the Borough of Manhattan, The City of New York for the purpose of any 
suit, action, proceeding or judgment relating to or arising out of any Credit 
Document. The Borrower, the Administrative Agent and the Lenders each hereby 
irrevocably consents to the jurisdiction of any such court in any such action 
and to the laying of venue in the Borough of Manhattan, The City of New York. 
The Borrower, the Administrative Agent and the Lenders each hereby irrevocably 
waives, to the fullest extent permitted by applicable law, any objection to the 
laying of the venue of any such suit, action or proceeding brought in the 
aforesaid courts and hereby irrevocably waives any claim that any such suit, 
action or proceeding brought in any such court has been brought in an 
inconvenient forum. 
 
         Section 11.04   Set-off. 
                         -------- 
 
         The Borrower hereby authorizes each Lender (including each Lender in 
its capacity as a purchaser of a participation interest pursuant to Section 
4.02(e)) upon the occurrence of an Event of Default and at any time and from 
time to time during the continuance thereof, to the fullest extent permitted by 
law, to set-off and apply any and all deposits (whether general or special, time 
or demand, provisional or final and in whatever currency) at any time held, and 
other Indebtedness at any time owing, by such Lender to or for the credit or the 
account of the Borrower against any of the obligations of the Borrower, now or 
hereafter existing under any Credit Document, held by such Lender, irrespective 
of whether such Lender shall have made any demand under this Agreement and 
although such obligations may be unmatured. The rights of each Lender under this 
Section 11.04 are in addition to other rights and remedies (including other 
rights of set-off) which such Lender may have. Any Lender exercising its rights 
under this Section 11.04 shall give notice thereof to the Borrower and the 
Administrative Agent concurrently with or prior to the exercise of such rights; 
provided that failure to give such notice shall not affect the validity of such 
exercise. 
 
         Section 11.05   Confidentiality. 
                         ---------------- 
 
         The Lenders and the Administrative Agent agree (on behalf of themselves 
and each of their Affiliates, directors, officers, employees and 
representatives) to take normal and reasonable precautions and exercise due care 
to maintain the confidentiality of all non-public information provided to them 
by the Borrower or any Subsidiary or by the Administrative Agent on the 
Borrower's or any Subsidiary's behalf in connection with this Agreement and 
neither the Administrative Agent, any Lender, nor any of their Affiliates, 
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directors, officers, employees and representatives shall use any such 
information for any purpose or in any manner other than pursuant to the terms 
contemplated by this Agreement, except to the extent such information (a) was or 
becomes generally available to the public other than as a result of a disclosure 
by the Administrative Agent or any Lender, or (b) was or becomes available on a 
non-confidential basis from a source other than the Borrower, provided that such 
source is not bound by a confidentiality agreement with the Borrower known to 
the Administrative Agent or affected Lender(s); PROVIDED that nothing herein 
shall limit the disclosure of any such information (i) to the extent required by 
statute, rule, regulation or judicial process; (ii) to counsel for any of the 
Lenders or the Administrative Agent; (iii) to bank examiners, auditors or 
accountants; (iv) to the Administrative Agent or any other Lender; (v) by the 
Administrative Agent or any Lender to an Affiliate thereof who is bound by this 
Section 11.05; provided that any such information delivered to an Affiliate 
shall be for the purposes related to the extension of credit represented by this 
Agreement and the administration and enforcement thereof and for no other 
purpose; (vi) in connection with any litigation relating to enforcement of the 
Credit Documents or (vii) to any assignee or participant (or prospective 
assignee or participant) so long as such assignee or participant (or prospective 
assignee or participant) first executes and delivers to the respective Lender a 
Confidentiality Agreement, in substantially the form of EXHIBIT F. 
 
         Section 11.06  Integration; Amendments and Waivers. 
                        ------------------------------------ 
 
         (a) This Agreement and any separate letter agreements with respect to 
fees payable by the Borrower with respect to this Agreement constitute the 
entire agreement among the parties relating to the subject matter hereof and 
supersede any and all previous agreements and understandings, oral or written, 
relating to the subject matter hereof. 
 
         (b) Any provision of this Agreement may be amended, modified, 
supplemented or waived, but only by a written amendment or supplement, or 
written waiver, signed by the Borrower and either the Required Lenders (and, if 
the rights or duties of the Administrative Agent are affected thereby, by the 
Administrative Agent), or the Administrative Agent with the consent of the 
Required Lenders; PROVIDED , however, that no such amendment, modification, or 
waiver shall, unless signed by all the Lenders, or by the Administrative Agent 
with the consent of all the Lenders, (i) increase or decrease the Commitment of 
any Lender or subject any Lender to any additional obligation, (ii) reduce the 
principal of or rate of interest on any Loan or any fees hereunder, (iii) 
postpone any payment of principal of or interest on any Loan or any fees 
hereunder, (iv) postpone any reduction or termination of any Commitment, (v) 
change the percentage, or type of, the Commitments or of the aggregate unpaid 
principal amount of Loans, or the number of Lenders, which shall be required for 
the Lenders or any of them to take any action under this Section 11.06 or any 
other provision of this Agreement, or (vi) amend, modify, supplement or waive 
the provisions of this Section 11.06. Except to the extent expressly set forth 
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therein, any waiver shall be effective only in the specific instance and for the 
specific purpose for which such waiver is given. 
 
         Section 11.07  Cumulative Rights; No Waiver. 
                        ----------------------------- 
 
         Each and every right granted to the Administrative Agent and the 
Lenders hereunder or under any other document delivered in connection herewith, 
or allowed them by law or equity, shall be cumulative and not exclusive and may 
be exercised from time to time. No failure on the part of the Administrative 
Agent or any Lender to exercise, and no delay in exercising, any right will 
operate as a waiver thereof, nor will any single or partial exercise by the 
Administrative Agent or any Lender of any right preclude any other or future 
exercise thereof or the exercise of any other right. 
 
         Section 11.08  Notices. 
                        -------- 
 
         (a) Any communication, demand or notice to be given hereunder will be 
duly given when delivered in writing or by telecopy to a party at its address as 
indicated below or such other address as such party may specify in a notice to 
each other party hereto. A communication, demand or notice given pursuant to 
this Section 11.08 shall be addressed: 
 
                  If to the Borrower, at 
 
                           Southwest Gas Corporation 
                           5241 Spring Mountain Road 
                           Las Vegas, Nevada 89150 
                           Telecopy: (702) 364-3023 
                           Attention: Treasury Services 
 
                  If to the Administrative Agent, at 
 
                           BNY Capital Markets, Inc. 
                           Agency Function Administration 
                           One Wall Street, 18th Floor 
                           New York, New York 10286 
                           Telecopy: (212) 635-6365 
                           Telephone: (212) 635-4692 
                           Attention: Sandra Morgan 
 
 
                                       58 



 
 
 
                  With a copy to: 
 
                           The Bank of New York 
                           One Wall Street 
                           New York, NY 10286 
                           Telecopy: (212) 635-7923 
                           Telephone: (212) 635-7881 
                           Attention: Steve Kalachman 
 
         If to any Lender, at its address indicated on SCHEDULE I hereto, or at 
such other address as may be designated by such Lender in an Administrative 
Questionnaire or other appropriate writing, delivered to the Administrative 
Agent and the Borrower. 
 
         This Section 11.08 shall not apply to notices referred to in Article II 
of this Agreement, except to the extent set forth therein. 
 
         (b) Unless otherwise provided to the contrary herein, any notice which 
is required to be given in writing pursuant to the terms of this Agreement may 
be given by telecopy. 
 
         Section 11.09  Separability. 
         ---------------------------- 
 
         In case any one or more of the provisions contained in any Credit 
Document shall be invalid, illegal or unenforceable in any respect under any 
law, the validity, legality and enforceability of the remaining provisions 
contained herein or in any other Credit Document shall not in any way be 
affected or impaired thereby. 
 
         Section 11.10  Parties in Interest. 
                        -------------------- 
 
         This Agreement shall be binding upon and inure to the benefit of the 
Borrower and the Lenders and their respective successors and assigns, except 
that the Borrower may not assign any of its rights hereunder without the prior 
written consent of all of the Lenders, and any purported assignment by the 
Borrower without such consent shall be void. 
 
         Section 11.11  Execution in Counterparts. 
                        -------------------------- 
 
         This Agreement may be executed in any number of counterparts and by the 
different parties hereto on separate counterparts, each of which when so 
executed and delivered shall be an original, but all the counterparts, including 
counterparts delivered by facsimile, shall together constitute one and the same 
instrument. 
 
              [THE REMAINDER OF THIS PAGE INTENTIONALLY LEFT BLANK] 
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         IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be 
duly executed as of the date first above written. 
 
                                                     SOUTHWEST GAS CORPORATION 
 
 
                                                     By: 
                                                        ------------------------ 
                                                     Name: 
                                                     Title: 
 
 



 
 
 
                            SOUTHWEST GAS CORPORATION 
 
                      MULTI-YEAR REVOLVING CREDIT AGREEMENT 
 
 
 
 
 
                                              THE BANK OF NEW YORK, as a Lender 
                                              and as Administrative Agent 
 
 
 
 
                                              By: 
                                                 ------------------------------- 
                                                 Name: 
                                                 Title: 
 
 
 
 



 
 
 
                            SOUTHWEST GAS CORPORATION 
 
                      MULTI-YEAR REVOLVING CREDIT AGREEMENT 
 
 
 
 
 
                                              BANK OF AMERICA, N.A., as a Lender 
                                              and as Syndication Agent 
 
 
                                              By: 
                                                 ------------------------------- 
                                                 Name: 
                                                 Title: 
 
 
 
 



 
 
 
                            SOUTHWEST GAS CORPORATION 
 
                      MULTI-YEAR REVOLVING CREDIT AGREEMENT 
 
 
 
 
 
                                                BANK ONE, NA, as a Lender and as 
                                                Co-Documentation Agent 
 
 
 
                                                By: 
                                                   ----------------------------- 
                                                   Name: 
                                                   Title: 
 
 
 
 



 
 
 
                            SOUTHWEST GAS CORPORATION 
 
                      MULTI-YEAR REVOLVING CREDIT AGREEMENT 
 
 
 
 
 
                                          UNION BANK OF CALIFORNIA, N.A., as 
                                          a Lender and as Co-Documentation Agent 
 
 
 
                                          By: 
                                             ----------------------------------- 
                                             Name: 
                                             Title: 
 



 
 
 
                            SOUTHWEST GAS CORPORATION 
 
                      MULTI-YEAR REVOLVING CREDIT AGREEMENT 
 
 
 
 
 
                                               FLEET NATIONAL BANK 
 
 
 
 
                                               By: 
                                                  ------------------------------ 
                                                  Name: 
                                                  Title: 
 
 
 
 



 
 
 
                            SOUTHWEST GAS CORPORATION 
 
                      MULTI-YEAR REVOLVING CREDIT AGREEMENT 
 
 
 
 
 
                                               KBC BANK, N.V. 
 
 
 
 
                                               By: 
                                                  ------------------------------ 
                                                  Name: 
                                                  Title: 
 
 
 



 
 
 
                            SOUTHWEST GAS CORPORATION 
 
                      MULTI-YEAR REVOLVING CREDIT AGREEMENT 
 
 
 
 
 
                                               MELLON BANK, N.A. 
 
 
 
 
                                               By: 
                                                  ------------------------------ 
                                                  Name: 
                                                  Title: 
 
 
 



 
 
 
                            SOUTHWEST GAS CORPORATION 
 
                      MULTI-YEAR REVOLVING CREDIT AGREEMENT 
 
 
 
 
 
                                               U. S. BANK NATIONAL ASSOCIATION 
 
 
                                               By: 
                                                  ------------------------------ 
                                                  Name: 
                                                  Title: 
 
 
 



 
 
 
 
                                                                                                  Schedule I 
                                                                                                  ---------- 
 
                             Lenders and Commitments 
                             ----------------------- 
 
 
                                   Commitment 
                                      as of 
                                  the Effective                                  Address for 
        Lender                        Date                                         Notices 
        ------                        ----                                         ------- 
                                                                   
The Bank of New York                             $24,500,000            The Bank of New York 
                                                                        One Wall Street 
                                                                        New York, New York 10286 
                                                                        Attention:  Steve Kalachman 
 
Bank of America, N.A.                            $24,500,000            Bank of America, N.A. 
                                                                        300 S. 4th Street, 2nd Floor 
                                                                        Las Vegas, Nevada 89101 
                                                                        Attention:  Alan Gordon 
                                                                                    Relationship Manager 
 
Bank One, NA                                     $21,500,000            Bank One, N.A. 
                                                                        1 Bank One Plaza 
                                                                        Suite IL   1-0634 
                                                                        Chicago, Illinois 60670 
                                                                        Attention:  Kenneth Fecko 
                                                                                    Client Service Associate 
 
Union Bank of California, N.A.                   $17,500,000            Union Bank of California, N.A. 
                                                                        601 Potrero Grande Dr. 
                                                                        Monterey Park, California 91754 
                                                                        Attention:  Gohar Karapetyan 
                                                                                    Ruby Gonzales 
                                                                                    Commercial Loan 
                                                                                    Operations 
 
Fleet National Bank                              $12,500,000            Fleet National Bank 
                                                                        100 Federal Street 
                                                                        MA DE 10008A 
                                                                        Boston, Massachusetts 02110 
                                                                        Attention:  Francia Castillo 
 
 



 
 
KBC Bank, N.V.                                   $10,000,000            KBC Bank, N.V. 
                                                                        125 West 55th Street, 10th Floor 
                                                                        New York, New York 10019 
                                                                        Attention:  Rose Pagan 
 
Mellon Bank, N.A.                                $  7,500,000           Mellon Bank, N.A. 
                                                                        Three Mellon Center, 
                                                                        Room 1203 
                                                                        Pittsburgh, Pennsylvania 15259 
                                                                        Attention:  Brendan Leierzapf 
 
U.S. Bank National Association                   $  7,500,000           U.S. Bank National Association 
                                                                        555 S.W. Oak Street, PL-7 
                                                                        Portland, Oregon 97204 
                                                                        Attention:  David D. Richoux 
                                                                                    Participation Specialist 
                                                                                    Commercial Loan 
                                                                                    Servicing Department 
 
 
 
 
 



 
 
                                                                       Exhibit A 
 
              Form of Borrowing Request For Revolving Credit Loans 
 
                                                              [Date] 
 
Attention: 
          --------------------- 
 
                  Borrowing Request for Revolving Credit Loans 
                  -------------------------------------------- 
 
Ladies and Gentlemen: 
 
         Reference is made to the Multi-Year Revolving Credit Agreement, dated 
as of May 10, 2002 (as amended, modified or supplemented from time to time, the 
"CREDIT AGREEMENT"), among Southwest Gas Corporation (the "BORROWER"), the 
Lenders from time to time parties thereto and The Bank of New York as 
Administrative Agent. Capitalized terms used herein and not otherwise defined 
herein shall have the meanings ascribed to such terms in the Credit Agreement. 
 
         The Borrower hereby gives you notice, pursuant to Section 2.02 of the 
Credit Agreement, that it requests Revolving Credit Loans, and in that 
connection sets forth below the terms on which such Revolving Credit Loans are 
requested to be made: 
 
         (A)    Borrowing Date 1               [                 ] 
                                                ----------------- 
 
         (B)    Aggregate Principal Amount 2   $ 
                                                ----------------- 
 
         (C)    Interest Rate Basis            [ABR] [Eurodollar Revolving] Loan 
                                               --------------------------------- 
 
         (D)    Interest Period and the 
                 last day thereof 3            [                 ] 
                                                ----------------- 
 
                                       Very truly yours, 
 
                                       SOUTHWEST GAS CORPORATION 
 
 
                                       By: 
                                          ----------------------- 
                                          Title: 
 
 
 
- ------------------------- 
 
1       Must be a Business Day. 
 
2       Must be an amount not less than $5,000,000, or an integral multiple of 
        $1,000,000 in excess thereof, in the case of Eurodollar Revolving Loans, 
        or at least $1,000,000 or an integral multiple of $100,000 in excess 
        thereof in the case of an ABR Loans. 
 
3       In the case of Eurodollar Revolving Loans, one week, one, two, three or 
        six-month periods, or, if made available by all Lenders, periods of 
        twelve months.  Not applicable to ABR Loans. 
 



 
 
 
                                                                       Exhibit B 
                                                                       --------- 
 
                     Form of Continuation/Conversion Request 
                     --------------------------------------- 
 
                                                              [Date] 
 
Attention: 
          -------------------- 
 
                         Continuation/Conversion Request 
                         ------------------------------- 
 
Ladies and Gentlemen: 
 
         Reference is made to the Multi-Year Revolving Credit Agreement, dated 
as of May 10, 2002 (as amended, modified or supplemented from time to time, the 
"CREDIT AGREEMENT"), among Southwest Gas Corporation (the "Borrower"), the 
Lenders from time to time parties thereto and The Bank of New York, as 
Administrative Agent. Capitalized terms used herein but not otherwise defined 
herein shall have the meanings ascribed to such terms in the Credit Agreement. 
 
         The Borrower hereby  requests,  pursuant to Section 3.05(a) of the 
Credit  Agreement,  that on __________, 200_: 
 
                  (1) $__,000,000 of the presently outstanding principal amount 
         of Revolving Credit Loans originally made on ___________ 200_ [and 
         $__________ of the presently outstanding principal amount of the 
         Revolving Credit Loans originally made on ___________ 200_], 
 
                  (2) presently being maintained as [ABR] [Eurodollar] Loans, 
 
                  (3) be [converted into] [continued as], [Eurodollar Revolving 
         Loans having an Interest Period of [one week] [one] [two] [three] [six] 
         [twelve] months]. 
 
                                       Very truly yours, 
 
                                       SOUTHWEST GAS CORPORATION 
 
 
                                       By: 
                                          ------------------------ 
                                          Title: 
 
 
 



 
 
 
                                                                       Exhibit C 
 
                          Form of Revolving Credit Note 
                          ----------------------------- 
 
                                 PROMISSORY NOTE 
 
[Principal Amount]                                            [Date] 
 
         SOUTHWEST GAS CORPORATION, a California corporation (the "Borrower"), 
for value received, promises to pay to the order of [LENDER] (the "Lender"), on 
the Termination Date (as defined in the Credit Agreement referred to below), the 
principal sum of [PRINCIPAL AMOUNT IN DOLLARS] or, if less, the aggregate 
principal amount of the Revolving Credit Loans made by the Lender to the 
Borrower pursuant to that certain Multi-Year Revolving Credit Agreement, dated 
as of May 10, 2002 (as amended, modified or supplemented from time to time, the 
"CREDIT AGREEMENT"), among the Borrower, the Lenders from time to time parties 
thereto and The Bank of New York, as Administrative Agent. 
 
         The Borrower also promises to pay interest on the unpaid principal 
amount hereof from time to time outstanding, from the date hereof until the date 
of repayment, at the rate or rates per annum and on the date or dates specified 
in the Credit Agreement. 
 
         Payments of both principal and interest are to be made in lawful money 
of the United States of America in funds immediately available to the Lender at 
its office or offices designated in accordance with the Credit Agreement. 
 
         All parties hereto, whether as makers, endorsers, or otherwise, 
severally waive diligence, presentment, demand, protest and notice of any kind 
whatsoever. The failure or forbearance by the holder to exercise any of its 
rights hereunder in any particular instance shall in no event constitute a 
waiver thereof. 
 
         All borrowings evidenced by this Note and all payments and prepayments 
of the principal hereof and interest hereon and the respective dates thereof 
shall be endorsed by the holder of this Note on the schedule attached hereto and 
made a part hereof, or on a continuation thereof which shall be attached hereto 
and made a part hereof, PROVIDED, however, that any failure of the holder of 
this Note to make such a notation or any error in such notation shall in no 
manner affect the validity or enforceability of the obligation of the Borrower 
to make payments of principal and interest in accordance with the terms of this 
Note and the Credit Agreement. 
 
         This Note is one of the Revolving Credit Notes referred to in the 
Credit Agreement, which, among other things, contains provisions for the 
acceleration of the maturity hereof upon the happening of certain events, for 
optional prepayment of the principal hereof prior to the maturity thereof and 
for the amendment or waiver of certain provisions of the Credit Agreement and/or 
this Note, all upon the terms and conditions therein specified. Capitalized 
terms used and not otherwise defined herein have the meanings ascribed thereto 
in the Credit Agreement. 
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THIS NOTE HAS BEEN DELIVERED IN NEW YORK, NEW YORK AND SHALL, PURSUANT TO NEW 
YORK GENERAL OBLIGATIONS LAW SECTION 5-1401 BE GOVERNED BY THE LAW OF THE STATE 
OF NEW YORK. 
 
         This Note is not negotiable and interests herein may be assigned only 
upon the terms and conditions specified in the Credit Agreement. 
 
                                       SOUTHWEST GAS CORPORATION 
 
 
                                       By: 
                                          ----------------------- 
                                          Title: 
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                                   REVOLVING CREDIT LOANS AND PRINCIPAL PAYMENTS 
 
 
                Amount of Revolving                    Amount of Principal            Amount of Unpaid 
                 Credit Loans Made                           Repaid                   Principal Balance 
- ------------------------------------------------------------------------------------------------------------------------------------
    Date         ABR        Euro        Interest       ABR       Euro                ABR          Euro      Total        Notation 
                Loan       dollar      Period (if      Loan     dollar               Loan        dollar                  Made By 
                            Loan       applicable)               Loan                             Loan 
- ------------------------------------------------------------------------------------------------------------------------------------
 
- -------------------------------------------------------------------------------------------------------------------- ---------------
 
                                                                                        
- ------------ ---------- ------------ -------------- --------- --------- ----- ----------------- ------- ------------ ---------------
 
- ------------ ---------- ------------ -------------- --------- --------- ----- ----------------- ------- ------------ ---------------
 
- ------------ ---------- ------------ -------------- --------- --------- ----- ----------------- ------- ------------ ---------------
 
- ------------ ---------- ------------ -------------- --------- --------- ----- ----------------- ------- ------------ ---------------
 
- ------------ ---------- ------------ -------------- --------- --------- ----- ----------------- ------- ------------ ---------------
 
- ------------ ---------- ------------ -------------- --------- --------- ----- ----------------- ------- ------------ ---------------
 
- ------------ ---------- ------------ -------------- --------- --------- ----- ----------------- ------- ------------ ---------------
 
- ------------ ---------- ------------ -------------- --------- --------- ----- ----------------- ------- ------------ ---------------
 
- ------------ ---------- ------------ -------------- --------- --------- ----- ----------------- ------- ------------ ---------------
 
- ------------ ---------- ------------ -------------- --------- --------- ----- ----------------- ------- ------------ ---------------
 
- ------------ ---------- ------------ -------------- --------- --------- ----- ----------------- ------- ------------ ---------------
 
- ------------ ---------- ------------ -------------- --------- --------- ----- ----------------- ------- ------------ ---------------
 
- ------------------------------------------------------------------------------------------------------------------------------------
 
 



 
 
 
 
                                                                       Exhibit D 
 
                               Form of Opinion of 
                            Counsel for the Borrower 
                            ------------------------ 
 
 
                                    [to come] 
 



 
 
 
                                                                       Exhibit E 
 
                        Form of Assignment and Acceptance 
                        --------------------------------- 
 
                            ASSIGNMENT AND ACCEPTANCE 
 
 
         Reference is made to the Multi-Year Revolving Credit Agreement, dated 
as of May 10, 2002 (as amended, modified or supplemented from time to time, the 
"CREDIT AGREEMENT"), among Southwest Gas Corporation (the "Borrower"), the 
Lenders from time to time parties thereto and The Bank of New York, as 
Administrative Agent. Capitalized terms defined in the Credit Agreement are used 
herein with the same meanings. 
 
         Section 1. ASSIGNMENT AND ACCEPTANCE. The Assignor identified in ANNEX 
I hereto (the "ASSIGNOR") hereby sells and assigns, without recourse, to the 
Assignee identified in ANNEX I hereto (the "ASSIGNEE"), and the Assignee hereby 
purchases and assumes, without recourse, from the Assignor, effective as of the 
Transfer Effective Date set forth in Annex I hereto, the interests set forth on 
ANNEX 1 hereto (the "ASSIGNED INTEREST") in the Assignor's rights and 
obligations under the Credit Agreement, including, without limitation, the 
interests set forth on ANNEX I in the Commitment of the Assignor on the Transfer 
Effective Date and Revolving Credit Loans owing to the Assignor which are 
outstanding on the Transfer Effective Date. Each of the Assignor and the 
Assignee hereby makes and agrees to be bound by all the representations, 
warranties and agreements set forth in Section 9.05 of the Credit Agreement, a 
copy of which has been received by the Assignee. From and after the Transfer 
Effective Date (i) the Assignee shall be a party to and be bound by the 
provisions of the Credit Agreement and, to the extent of the interests assigned 
by this Assignment and Acceptance, have the rights and obligations of a Lender 
thereunder and (ii) the Assignor shall, to the extent of the interests assigned 
by this Assignment and Acceptance, relinquish its rights and be released from 
its obligations under the Credit Agreement. 
 
         Section 2. OTHER DOCUMENTATION. This Assignment and Acceptance is being 
delivered to the Administrative Agent together with a properly completed 
Administrative Questionnaire, attached as ANNEX 2 hereto, if the Assignee is not 
already a Lender under the Credit Agreement. 
 
         Section 3. REPRESENTATIONS AND WARRANTIES OF THE ASSIGNOR. The Assignor 
(i) represents and warrants that, as of the date hereof, it is the legal and 
beneficial owner of the interest being assigned by it hereunder and that such 
interest is held by it free and clear of any adverse claim; (ii) makes no 
representation or warranty and assumes no responsibility with respect to any 
statements, warranties or representations made in or in connection with the 
Credit Agreement, or the execution, legality, validity, enforceability, 
genuineness, sufficiency or value of the Credit Agreement, or any other 
instrument or document executed or furnished pursuant thereto; and (iii) makes 
no representation or warranty and assumes no responsibility with respect to the 
financial condition of the Borrower or the performance or observance by the 
 



 
 
Borrower of any of its obligations under the Credit Agreement or any other 
instrument or document furnished pursuant thereto. 
 
         Section 4. REPRESENTATIONS AND WARRANTIES OF THE ASSIGNEE. The Assignee 
(a) confirms that it has received a copy of the Credit Agreement, together with 
copies of the financial statements delivered on or before the date hereof 
pursuant to Sections 5.01(k) and 7.01(a) thereof and such other documents and 
information as it has deemed appropriate to make its own credit analysis and 
decision to enter into this Assignment and Acceptance; (b) agrees that it will, 
independently and without reliance upon the Administrative Agent, the Assignor 
or any other Lender and based on such documents and information as it shall deem 
appropriate at the time, continue to make its own credit decisions in taking or 
not taking any action under the Credit Documents; (c) appoints and authorizes 
the Administrative Agent to take such action as agent on its behalf and to 
exercise such powers under the Credit Documents as are delegated to the 
Administrative Agent by the terms thereof, together with such powers as are 
reasonably incidental thereto; (d) agrees that it will perform in accordance 
with their terms all of the obligations which by the terms of the Credit 
Documents are required to be performed by it as a Lender; and (e) if the 
Assignee is organized under the laws of a jurisdiction outside the United 
States, confirms to the Borrower (and is providing to the Administrative Agent 
and the Borrower Internal Revenue Service form 1001 or 4224, as appropriate, or 
any successor form prescribed by the Internal Revenue Service) that (i) the 
Assignee is entitled to benefits under an income tax treaty to which the United 
States is a party that reduces the rate of withholding tax on payments under the 
Credit Agreement or (ii) that the income receivable pursuant to the Credit 
Agreement is effectively connected with the conduct of a trade or business in 
the United States. 
 
         Section 5. GOVERNING LAW. THE RIGHTS AND DUTIES OF THE PARTIES UNDER 
THIS ASSIGNMENT AND ACCEPTANCE SHALL, PURSUANT TO NEW YORK GENERAL OBLIGATIONS 
LAW SECTION 5-1401, BE GOVERNED BY THE LAW OF THE STATE OF NEW YORK. 
 
         IN WITNESS WHEREOF, the parties hereto have caused this Assignment and 
Acceptance to be executed by their respective officers thereunto duly 
authorized, as of the date first above written, such execution being made on 
Annex I hereto. 
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                      Annex 1 to Assignment and Acceptance 
                      ------------------------------------ 
 
Date of Assignment: 
                   ------------------------------------------------------------- 
 
Legal Name of Assignor: 
                       --------------------------------------------------------- 
 
Legal Name of Assignee: 
                       --------------------------------------------------------- 
 
Assignee's Address for Notices: 
                               ------------------------------------------------- 
                               ------------------------------------------------- 
 
 
Transfer Effective Date of Assignment 
(may not be fewer than two Business 
Days after the Date of Assignment): 
                                   --------------------------------------------- 
                                   --------------------------------------------- 
 
 
                                                       Percentage Assigned of 
                                                       Commitment (set forth, to 
                                                       at least 8 decimals, as a 
                                                       percentage of the Total 
                            Principal Amount Assigned  Commitment) 
 
Commitment Assigned:                  $ 
% 
Revolving Credit Loans                $ 
 
The terms set forth above 
are hereby agreed to:                          Consent given: 
 
                          , as Assignor        SOUTHWEST GAS CORPORATION 
- -------------------------- 
 
By:                                            By: 
   ------------------------------                 ------------------------------ 
   Name:                                          Name: 
   Title:                                         Title: 
 
 
                          , as Assignee 
- -------------------------- 
 
By: 
   ------------------------------ 
   Name: 
   Title: 
 
 



 
 
 
 
 
 
                      Annex 2 to Assignment and Acceptance 
 
               LEGAL NAME OF ASSIGNEE TO APPEAR IN DOCUMENTATION: 
               -------------------------------------------------- 
 
GENERAL INFORMATION 
- ------------------- 
 
ABR LENDING OFFICE: 
 
Institution Name: 
                 --------------------------------------------------------------- 
 
Street Address: 
               ----------------------------------------------------------------- 
 
City, State, Country, Zip Code: 
                               ------------------------------------------------- 
 
 
EURODOLLAR LENDING OFFICE: 
 
Institution Name: 
                 --------------------------------------------------------------- 
 
Street Address: 
               ----------------------------------------------------------------- 
 
City, State, Country, Zip Code: 
                               ------------------------------------------------- 
 
 
CONTACTS/NOTIFICATION METHODS CREDIT CONTACTS: 
 
Primary Contact: 
                ---------------------------------------------------------------- 
 
Street Address: 
               ----------------------------------------------------------------- 
 
City, State, Country, Zip Code: Phone Number: 
                                             ----------------------------------- 
 
FAX Number: 
           --------------------------------------------------------------------- 
 
Backup Contact: 
               ----------------------------------------------------------------- 
 
Street Address: City, State, Country, Zip Code: 
                                               --------------------------------- 
 
Phone Number: 
             ------------------------------------------------------------------- 
 
FAX Number: 
           --------------------------------------------------------------------- 
 
E-Mail Address: 
               ----------------------------------------------------------------- 
 



 
 
ADMINISTRATIVE CONTACTS -- BORROWINGS, PAYDOWNS, INTEREST, FEES, ETC. 
 
Contact: 
        ------------------------------------------------------------------------ 
 
Street Address: 
               ----------------------------------------------------------------- 
 
City, State, Country, Zip Code: Phone Number: 
                                             ----------------------------------- 
 
FAX Number: 
           --------------------------------------------------------------------- 
 
 
PAYMENT INSTRUCTIONS 
 
Name of bank where funds are to be transferred: 
                                               --------------------------------- 
 
Routing Transit/ABA number of bank where funds are to be 
transferred: 
            -------------------------------------------------------------------- 
 
Name of Account, if applicable: 
                               ------------------------------------------------- 
 
Account Number: 
               ----------------------------------------------------------------- 
 
Additional Information: 
                       --------------------------------------------------------- 
 
- -------------------------------------------------------------------------------- 
 
 
TAX WITHHOLDING 
- --------------- 
 
                  Non Resident Alien        Y*      N 
                                     -------   ----- 
                  * Form 4224 Enclosed 
 
                  Tax ID Number 
                               ------------- 
 
 
 



 
 
 
 
MAILINGS 
 
Please specify who should receive financial information: 
 
Name: 
     --------------------------------------------------------------------------- 
 
Street Address: 
               ----------------------------------------------------------------- 
 
City, State, Country, Zip Code: 
                               ------------------------------------------------- 
 
 
 



 
 
 
                                                                       Exhibit F 
 
                        Form of Confidentiality Agreement 
                        --------------------------------- 
 
                                                [Date] 
 
[Insert Name and 
Address of Prospective 
Participant or Assignee] 
 
       Re:      Multi-Year Revolving Credit Agreement, dated as of May 10, 2002, 
                among Southwest Gas Corporation, the Lenders from time 
                to time parties thereto and The Bank of New York, 
                as Administrative Agent 
                ------------------------------------------------------ 
 
Dear               : 
    --------------- 
 
         As a Lender party to the above-referenced credit agreement (the "Credit 
Agreement"), we have agreed with Southwest Gas Corporation (the "Borrower"), 
pursuant to Section 11.05 of the Credit Agreement, to use our best efforts to 
keep confidential, except as otherwise provided therein, all Confidential 
Information (as defined in the Credit Agreement) regarding the Borrower and its 
Subsidiaries. 
 
         As provided in such Section 11.05, we are permitted to provide you, as 
a prospective participant or assignee, with certain of such Confidential 
Information subject to the execution and delivery by you, prior to receiving 
such non-public information, of a Confidentiality Agreement in this form. Such 
information will not be made available to you until your execution and return to 
us of this Confidentiality Agreement. 
 
         Accordingly, in consideration of the foregoing, you agree (on behalf of 
yourself and each of your affiliates, directors, officers, employees and 
representatives) that (A) such information will not be used by you except in 
connection with a proposed [participation] [assignment] to you pursuant to the 
Credit Agreement and (B) you shall use your best efforts in accordance with your 
customary procedures for handling confidential information and in accordance 
with safe and sound banking practices, to keep such information confidential; 
provided that nothing herein shall limit the disclosure of any such information 
(i) to the extent required by statute, rule, regulation or judicial process, 
(ii) to your counsel or to counsel for any of the Lenders or the Administrative 
Agent, (iii) to bank examiners, auditors or accountants, (iv) to the 
Administrative Agent or any other Lender, and (v) in connection with any 
litigation relating to enforcement of the Credit Documents; provided further, 
that, unless specifically prohibited by applicable law or court order, you 
agree, prior to disclosure thereof, to notify the Borrower of any request for 
disclosure of any such non-public information (x) by any Governmental Authority 
or representative thereof (other than any such request in connection with an 
examination of your financial condition by such Governmental Authority) or (y) 
pursuant to legal process. 
 
 



 
 
Please indicate your agreement to the foregoing by signing at the place provided 
below the enclosed copy of this Confidentiality Agreement. 
 
                                       Very truly yours, 
 
                                       [Insert Name of Lender] 
 
 
 
                                       By: 
                                          -------------------------------------- 
                                          Name: 
                                          Title: 
 
Agreed as of the date of this letter. 
 
[Insert name of prospective 
participant or assignee] 
 
 
By: 
   ---------------------------------- 
 
 
 



 
 
 
                                                                       Exhibit G 
 
                            Form of Increase Request 
 
 
                                               [Date] 
 
The Bank of New York 
Agency Function Administration 
One Wall Street - 18th Floor 
New York, NY  10286 
 
Attention: Sandra Morgan 
 
                   Increase Request for Revolving Credit Loans 
                   ------------------------------------------- 
 
Ladies and Gentlemen: 
 
         Reference is made to the Multi-Year Revolving Credit Agreement, dated 
as of May 10, 2002 (as amended, modified or supplemented from time to time, the 
"CREDIT AGREEMENT"), among Southwest Gas Corporation (the "BORROWER"), the 
Lenders from time to time parties thereto and The Bank of New York, as 
Administrative Agent. Capitalized terms used herein and not otherwise defined 
herein shall have the meanings ascribed to such terms in the Credit Agreement. 
 
         The Borrower hereby gives you notice, pursuant to Section 2.03(c) of 
the Credit Agreement, that it requests an increase in the Commitments, and in 
that connection sets forth below (A) the Lender(s) and the amount of the 
proposed increase of the Commitment of such Lender(s) and (B) the proposed New 
Lender(s) and the proposed amount of the Commitment of such New Lender(s): 
 
         (A)      Lender                 Increase in Commitment 
                  ------                 ---------------------- 
 
         (B)      New Lender             New Commitment 
                  ----------             -------------- 
 
                                       Very truly yours, 
 
                                       SOUTHWEST GAS CORPORATION 
 
                                       By: 
                                          -------------------------- 
                                          Title: 
 
 



EXHIBIT 12

SOUTHWEST GAS CORPORATION
COMPUTATION OF RATIOS OF EARNINGS TO FIXED CHARGES

(Thousands of dollars)

 
For the Twelve Months Ended

 September 30,  
December 31,

 2002  2001  2000  1999  1998  1997  
      
 1. Fixed charges:                   
     A) Interest expense $ 79,064 $ 80,139 $ 70,659 $ 63,110 $ 63,416 $ 63,247 
     B) Amortization  2,172  1,886  1,564  1,366  1,243  1,164 
     C) Interest portion of rentals  9,100  9,346  8,572  8,217  7,531  6,973 

 
    D) Preferred securities
distributions  5,475  5,475  5,475  5,475  5,475  5,475 

        
          Total fixed charges $ 95,811 $ 96,846 $ 86,270 $ 78,168 $ 77,665 $ 76,859 
        
 2. Earnings (as defined):                   
     E) Pretax income from                   
          continuing operations $ 55,706 $ 56,741 $ 51,939 $ 60,955 $ 83,951 $ 21,328 
     Fixed Charges (1. above)  95,811  96,846  86,270  78,168  77,665  76,859 
        
          Total earnings as defined $ 151,517 $ 153,587 $ 138,209 $ 139,123 $ 161,616 $ 98,187 
        
   1.58  1.59  1.60  1.78  2.08  1.28 
        


