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Attorney General Data Request 2-1

Request:

Provide the purchase and sale agreement or acquisition documentation, if otherwise
described, (and all exhibits) which effected the purchase of the Fall River Gas
Company (“FRG”) by Southern Union Company (“SUC”) in 2000.

Response:

Southern Union objects to Attorney General Data Request 2-1 on the basis that it
requests information that is not relevant to the issues properly under consideration by
the Division, is overly broad, and is not reasonably calculated to lead to discovery of
evidence relevant to the issues in this proceeding. Subject to and without waiving
such objections, Southern Union responds as follows:

Please see:
Attachment AG-2-1(a) Agreement of Merger between
Southern Union Company and Fall River Gas
Company
Attachment AG-2-1(b) Southern Union Disclosure Schedule
Attachment AG-2-1(c) Fall River Gas Disclosure Schedule

Prepared by or under the supervision of: Richard N. Marshall
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AGREEMENT OF MERGER

This AGREEMENT OF MERGER (this “Agreement”) is made as of the 4th day of
October, 1999, by and between SOUTHERN UNION COMPANY, a Delaware corporation
(“SUG”), and FALL RIVER GAS COMPANY, a Massachusetts corporation (“FAL”).

' RECITALS

WHEREAS, the Board of Directors of each of SUG and FAL has approved and deems it
advisable and in the best interests of their respective stockholders to consummate the merger of
FAL with and into SUG upon the terms and subject to the conditions set forth herein; and

WHEREAS, in furtherance thereof, the Board of Directors of each of SUG and FAL has
approved this Agreement and the merger of FAL with and into SUG, with SUG being the
surviving corporation (the “Merger”);

NOW, THEREFORE, in consideration of the foregoing and the mutual covenants and
agreements herein contained, and intending to be legally bound hereby, SUG and FAL hereby
agree as follows:

ARTICLE I
DEFINITIONS

Section 1.1  Certain Defined Terms. For purposes of this Agreement, the following
terms have the meanings specified or referred to in this Article I (such definitions to be equally
applicable to both the singular and plural forms of the terms defined):

“Acquired Companies”--FAL and its Subsidiaries, collectively, and each, an “Acquired
Company.”

“Affiliate”--with respect to any Person, any other Person that directly, or through one or
more intermediaries, controls or is controlled by or is under common control with such first
Person. As used in this definition, “control” (including with correlative meanings, “controlled
by” and “under common control with™) shall mean possession, directly or indirectly, of power to
direct or cause the direction of management or policies (whether through ownership of securities
or partnership or other ownership interests, by contract or otherwise).

“Applicable Contract”--any Contract (a) under which any Acquired Company has any
rights, (b) under which any Acquired Company has any obligation or liability, or (c) by which
any Acquired Company or any of the assets owned or used by it is bound.

“dverage Trading Price”--of SUG Common Stock, as of any date, will equal the average
of the reported closing market prices of such stock for the ten consecutive trading days ending on
the third trading day prior to such date (counting from and including the trading day immediately
preceding such date). The closing market price for each day in question will be the last sale
price, regular way or, if no such sale takes place on such day, the average of the closing bid and
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asked prices, regular way, in either case as reported in the principal consolidated transaction
reporting system of the principal national securities exchange on which SUG Common Stock is
listed or admitted to trading.

“CERCLA”--the Comprehensive Environmental Response, Compensation and Liability
Act of 1980, as amended.

“Closing Date”--the date on which the Closing actually takes place.

“Contract’--any agreement, contract, document, instrument, obligation, promise or
undertaking (whether written or oral) that is legally binding.

“DGCL”--the Delaware General Corporation Law.

“Encumbrance”--any charge, adverse claim, lien, mortgage, pledge, security interest or
other encumbrance.

“Environment”--soil, land surface or subsurface strata, surface waters (including
navigable waters, ocean waters, streams, ponds, drainage basins, and wetlands), groundwaters,
drinking water supply, stream sediments, ambient air (including indoor air), plant and animal
life, and any other environmental medium or natural resource.

“Environmental Law”--any Legal Requirement that requires or relates to:

(a) advising appropriate authorities, employees, and the public of intended or
actual releases of pollutants or hazardous substances or materials, violations of discharge
limits, or other prohibitions and of the commencements of activities, such as resource
extraction or construction, that could have significant impact on the Environment;

(b) preventing or reducing to acceptable levels the release of pollutants or
hazardous substances or materials into the Environment;

(c) reducing the quantities, preventing the release, or minimizing the
hazardous characteristics of wastes that are generated;

(d)  reducing to acceptable levels the risks inherent in the transportation of
hazardous substances, pollutants, oil, or other potentially harmful; or

(e) making responsible parties pay private parties, or groups of them, for
damages done to their health or the Environment, or permitting self-appointed
representatives of the public interest to recover for injuries done to public assets or for
damages to natural resources.

“ERISA”--the Employee Retirement Income Security Act of 1974, as amended, or any
successor law, and regulations and rules issued pursuant to that act or any successor law.
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“Exchange Act”--the Securities Exchange Act of 1934, as amended, or any successor law,
and regulations and rules issued by the SEC pursuant to that act or any successor law.

“Facilities”--any real property, leaseholds, or other interests currently or formerly owned
or operated by any Acquired Company and any buildings, plants, structures, or equipment
(including motor vehicles, tank cars, and rolling stock) currently or formerly owned or operated
by any Acquired Company.

“FAL Balance Sheet”--the audited consolidated balance sheet of the Acquired Companies
at September 30, 1998 (including the notes thereto), provided by FAL to SUG as part of the FAL
Financial Statements.

“FAL Common Stock”--the common stock, par value $.83'/, per share, of FAL.

“FAL Disclosure Schedule”--the disclosure schedule delivered by FAL to SUG
concurrently with the execution and delivery of this Agreement.

“FAL Material Adverse Effect”--a material adverse effect (i) on the business, operations,
financial condition or results of operations of FAL and its Subsidiaries, taken as a whole, or (i1)
on the ability of FAL and its Subsidiaries to consummate the Merger in accordance with this
Agreement.

“FAL Permitted Liens”--Encumbrances securing Taxes, assessments, governmental
charges or levies, or the claims of materialmen, mechanics, carriers and like persons, all of which
are not yet due and payable or which are being contested in good faith; Encumbrances (other
than any Encumbrance imposed by ERISA) incurred on deposits made in the Ordinary Course of
Business in connection with worker’s compensation, unemployment insurance or other types of
social security; the Encumbrances created by the Indenture of First Mortgage, dated as of
December 1, 1952, between FAL and State Street Bank and Trust Company, successor in interest
to the First National Bank of Boston, successor by merger to Old Colony Trust Company, as
Trustee, as amended or supplemented from time to time; in the case of leased real property,
Encumbrances (not attributable to an Acquired Company as lessee) affecting the landlord’s (and
any underlying landlord’s) interest in any leased real property; and such other Encumbrances
which are not, individually or in the aggregate, reasonably likely to have a FAL Material
Adverse Effect.

“Final Order’--an action by a Governmental Body as to which: (a) no request for stay of
the action is pending, no such stay is in effect and if any time period is permitted by statute or
regulation for filing any request for such stay, such time period has passed; (b) no petition for
rehearing, reconsideration or application for review of the action is pending and the time for
filing any such petition or application has passed; (c) such Governmental Body does not have the
action under reconsideration on its own motion and the time in which such reconsideration is
permitted has passed; and (d) no appeal to a court, or a request for stay by a court of the
Governmental Body’s action is pending or in effect and the deadline for filing any such appeal or
request has passed.
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“GAAP”--generally accepted United States accounting principles, applied on a consistent
basis.

“Governmental Authorization”--any approval, consent, license, franchise, certificate of
public convenience and necessity, permit, waiver or other authorization issued, granted, given, or
otherwise made available by or under the authority of any Governmental Body or pursuant to any
Legal Requirement.

“Governmental Body”--any:

(a) nation, state, county, city, town, village, district or other jurisdiction of
any nature;

(b) federal, state, county, local, municipal or other government;

(c) governmental or quasi-governmental authority of any nature (including
any governmental agency, branch, department, official or entity and any court or other
tribunal); or

(d) body exercising, or entitled to exercise, any administrative, executive,
judicial, legislative, police, regulatory or taxing authority or power of any nature.

“Hazardous Activity”--the distribution, generation, handling, importing, management,
manufacturing, processing, production, refinement, Release, storage, transfer, transportation,
treatment, or use (including any withdrawal or other use of groundwater) of Hazardous Materials
in, on, under, about, or from the Facilities or any part thereof into the Environment, any other act,
business, operation, or thing that increases the danger, or risk of danger, or poses an unreasonable
risk of harm to persons or property on or off the Facilities, or that may affect the value of the
Facilities or the Acquired Companies.

“Hazardous Materials”--any waste or other substance that is listed, defined, designated,
or classified as, or otherwise determined to be, hazardous, radioactive, or toxic or a pollutant or a
contaminant under or pursuant to any Environmental Law, including any admixture or solution
thereof, and specifically including petroleum and all derivatives thereof or synthetic substitutes
therefor and asbestos or asbestos-containing materials.

“HSR Acr’--the Hart-Scott-Rodino Antitrust Improvements Act of 1976, as amended, or
any successor law, and regulations and rules issued by the U.S. Department of Justice or the
Federal Trade Commission pursuant to that act or any successor law.

“IRC--the Internal Revenue Code of 1986, as amended.
“IRS”--the Internal Revenue Service or any successor agency.

“Knowledge”--an individual will be deemed to have “Knowledge” of a particular fact or
other matter if such individual is actually aware of such fact or other matter. A Person (other
4
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than an individual) will be deemed to have “Knowledge” of a particular fact or other matter if
any individual who is serving as a director or officer of such Person or any material Subsidiary of
it or other management employee with direct responsibility for such particular fact or other
matter of such Person or any material Subsidiary of it (or in any similar capacity) has actual
knowledge of such fact or other matter.

“Legal Requirement”--any federal, state, county, local, municipal, foreign, international,
multinational, or other administrative order, constitution, law, ordinance, principle of common
law, regulation, rule, tariff, franchise agreement, statute or treaty.

“Material Contract’--a Contract involving a total commitment by or to any party thereto
of at least $65,000 on an annual basis or at least $250,000 on its remaining term which cannot be
terminated on no more than sixty (60) days’ notice without penalty or additional cost to the
Acquired Company as the terminating party.

“MBCL”--the Massachusetts Business Corporation Law.

“Order”--any award, decision, decree, injunction, judgment, order, writ, ruling, subpoena,
or verdict entered, issued, made, or rendered by any court, administrative agency, or other
Governmental Body or by any arbitrator.

“Ordinary Course of Business”--an action taken by a Person will be deemed to have been
taken in the “Ordinary Course of Business” only if:

(a) such action and authorization therefor is consistent with the past practices
of such Person and is taken in the ordinary course of the normal day-to-day operations of
such Person; and

(b) such action is not required by law to be authorized by the board of
directors (or similar authority) of such Person or of such Person’s parent company (if

any).

“Organizational Documents”--(a) the articles or certificate of incorporation or
organization and the bylaws of a corporation; (b) the partnership agreement and any statement of
partnership of a general partnership; (c) the limited partnership agreement and the certificate of
limited partnership of a limited partnership; (d) the certificate of formation and the members,
operating or similar agreement of a limited liability company; (¢) any charter or similar
document adopted or filed in connection with the creation, formation or organization of a Person;
~and (f) any amendment to any of the foregoing.

“Person”--any individual, corporation (including any non-profit corporation), general or
limited partnership, limited liability company, joint venture, estate, trust, association,
organization, labor union, organized group of persons, entity of any other type, or Governmental
Body.
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“Proceeding”--any action, arbitration, hearing, litigation or suit (whether civil, criminal,
administrative, investigative, or informal) commenced, brought, conducted, or heard by or
before, or otherwise involving, any Governmental Body or arbitrator.

“PUHCA”--the Public Utility Holding Company Act of 1935, as amended, or any
successor law, and regulations and rules issued by the SEC pursuant to that act or any successor
law.

“Related Documents”--any Contract provided for in this Agreement to be entered into by
one or more of the parties hereto or their respective Subsidiaries in connection with the Merger.

“Release” -any spilling, leaking, emitting, discharging, depositing, escaping, leaching,
dumping, or other releasing into the Environment, whether intentional or unintentional.

“Representative”--with respect to a particular Person, any director, officer, employee,
agent, consultant, advisor, or other representative of such Person, including legal counsel,
accountants, and financial advisors.

“SEC”--the United States Securities and Exchange Commission or any successor agency.

“Securities Act’--the Securities Act of 1933, as amended, or any successor law, and
regulations and rules issued by the SEC pursuant to that act or any successor law.

“Subsidiary”--with respect to any Person (the “Owner”), any Person of which securities
or other interests having the power to elect a majority of that other Person’s board of directors or
similar governing body, or otherwise having the power to direct the business and policies of that
corporation or other Person (other than securities or other interests having such power only upon
the happening of a contingency that has not occurred) are held by the Owner or one or more of its
Subsidiaries; when used without reference to a particular Person, “Subsidiary” means a
Subsidiary of FAL.

“SUG Balance Sheet’--the audited consolidated balance sheet of SUG at June 30, 1999
(including the notes thereto), provided by SUG to FAL as part of the SUG Financial Statements.

“SUG Common Stock”--the common stock, par value $1.00 per share, of SUG.

“SUG Disclosure Schedule™-the disclosure schedule delivered by SUG to FAL
concurrently with the execution and delivery of this Agreement.

“SUG Material Adverse Effect”--a material adverse effect (i) on the business, operations,
financial condition or results of operations of SUG and its Subsidiaries, taken as a whole, or (ii)
on the ability of SUG to consummate the Merger in accordance with this Agreement.

“Tax”--any tax (including any income tax, capital gains tax, value-added tax, sales and
use tax, franchise tax, payroll tax, withholding tax or property tax), levy, assessment, tariff, duty
(including any customs duty), deficiency, franchise fee or payment, payroll tax, utility tax, gross
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receipts tax or other fee or payment, and any related charge or amount (including any fine,
penalty, interest or addition to tax), imposed, assessed or collected by or under the authority of
any Governmental Body or payable pursuant to any tax-sharing agreement or any other Contract
relating to the sharing or payment of any such tax, levy, assessment, tariff, duty, deficiency or
fee.

“Tax Return”--any return (including any information return), report, statement, schedule,
notice, form, or other document or information filed with or submitted to, or required to be filed
with or submitted to, any Governmental Body in connection with the determination, assessment,
collection, or payment of any Tax or in connection with the administration, implementation, or
enforcement of or compliance with any Legal Requirement relating to any Tax.

“Threatened’--a claim, Proceeding, dispute, action, or other matter will be deemed to
have been “Threatened” if any demand or statement has been made (orally or in writing) or any
notice has been given (orally or in writing), or if any other event has occurred or any other
circumstance exists, that would lead a director, officer or management employee of a comparable
gas distribution company to conclude that such a claim, Proceeding, dispute, action, or other
matter is likely to be asserted, commenced, taken or otherwise pursued in the future.

Section 1.2  Other Defined Terms. In addition to the terms defined in Section 1.1,
certain other terms are defined elsewhere in this Agreement as indicated below and, whenever
such terms are used in this Agreement, they shall have their respective defined meanings.

Agreement Introductory Paragraph
Business Combination 6.1(h)(4)
Cash Consideration ' 3.1(a)
Cash Election 3.1(b)
Cash Election Number 3.1(b)
Cash Election Shares 3.1(c)
Cash Fraction 3.1(c)
Certificates 3.2(c)
Closing 23
Confidentiality Agreement 6.1(c)(1)
Dissenting Shares 33
Effective Time 22
Election Deadline 3.2(b)

7

W6-NY992090.199
V14



W6-NY992090.199

Employees

Exchange Ratio

FAL

FAL Benefit Plans

FAL Commonly Controlled Entity
FAL Financial Statements
FAL Meeting

FAL Proxy Statement

FAL SEC Documents

FAL Stockholders’ Approval
Form of Election
Indemnified Parties

Initial Termination Date
Maximum Value

Merger

Merger Consideration
Minimum Value

NYSE

Paying Agent

PBGC

~ PEI

PEI Merger Agreement
Registration Statement

Rule 145 Affiliates

Rule 145 Letters

Stock Consideration

SUG

SUG Benefit Plans

SUG Commonly Controlled Entity

8

6.2(b)
3.1(a)

Introductory Paragraph

5.18(a)
5.18(e)
5.9
6.1G)(1)
4.18
5.9
5.24
3.2(b)
9.1(a)
8.1(k)
3.1(a)
Recitals
3.1(a)
3.1(a)
3.1(e)
3.2(a)
4.14(b)
4.2
4.2
4.18
6.1(k)
6.1(k)
3.1(a)

Introductory Paragraph

4.14(a)
4.14(d)



SUG Financial Statements 49

SUG SEC Documents 4.9

Superior Proposal 6.1(h)(4)

Surviving Corporation 2.1

Third Party Beneficiary 10.11

Total Consideration 3.1(e)
ARTICLE II

THE MERGER; OTHER TRANSACTIONS

Section 2.1 The Merger. Upon the terms and subject to the conditions of this
Agreement, at the Effective Time, FAL will be merged with and into SUG in accordance with
the laws of the State of Delaware and the Commonwealth of Massachusetts. SUG will be the
surviving corporation in the Merger (the “Surviving Corporation”) and will continue its corporate
existence under the laws of the State of Delaware. The Merger will have the effect as provided
in the applicable provisions of the DGCL and the MBCL. Without limiting the generality of the
foregoing, upon the Merger, all the rights, privileges, immunities, powers and franchises of FAL
and SUG will vest in the Surviving Corporation and all obligations, duties, debts and liabilities
of FAL and SUG will be the obligations, duties, debts and liabilities of the Surviving
Corporation.

Section 2.2  Effective Time of the Merger. On the Closing Date, with respect to the
Merger, (i) a duly executed certificate of merger complying with the requirements of the DGCL
will be executed and filed with the Secretary of State of the State of Delaware and (ii) duly
executed articles of merger complying with the requirements of the MBCL will be filed with the
Secretary of State of the Commonwealth of Massachusetts. The Merger will become effective
upon filing the certificate of merger with the Secretary of State of the State of Delaware and the
articles of merger with the Secretary of State of the Commonwealth of Massachusetts (the
“Effective Time”).

Section 2.3  Closing. Unless this Agreement has been terminated and the transactions
contemplated herein have been abandoned pursuant to Article VIII hereof, the closing of the
transactions contemplated by this Agreement (the “Closing™) will take place at 10:00 a.m.,
Eastern Time, on the Closing Date to be specified by the parties, which shall be no later than the
tenth business day after satisfaction or waiver of all of the conditions set forth in Article VII
hereof (other than Sections 7.1(a), 7.1(b), 7.1(c), 7.1(f), 7.1(g), 7.1(h), 7.1(k), 7.1(1), 7.2(a),
7.2(b), 7.2(c), 7.2(e), 7.2(f) and 7.2(h), which shall be satisfied or waived on the Closing Date) at
the offices of Hughes Hubbard & Reed LLP, New York, counsel to SUG, unless another date or
place is agreed to in writing by the parties hereto.
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Section 2.4  Certificate of Incorporation; Bylaws. Pursuant to the Merger, the
Restated Certificate of Incorporation of SUG, as in effect immediately prior to the Effective
Time, shall be the Certificate of Incorporation of the Surviving Corporation until thereafter
amended as provided by law and (ii) the bylaws of SUG as in effect immediately prior to the
Effective Time, shall be the bylaws of the Surviving Corporation until thereafter amended as
provided by law.

Section 2.5  Directors and Officers. The directors and officers of SUG immediately
prior to the Effective Time will be the directors and officers of the Surviving Corporation, each
to hold office in accordance with the Certificate of Incorporation and bylaws of the Surviving
Corporation.

ARTICLE III
CONVERSION OF SHARES

Section 3.1  Effect of the Merger. As of the Effective Time, by virtue of the Merger
and without any action on the part of the holders of any shares of FAL Common Stock:

(@) Each issued and outstanding share of FAL Common Stock (other than
Dissenting Shares) will be converted into the right of each holder thereof to receive (i) that
number of fully paid and nonassessable shares of SUG Common Stock (the “Stock
Consideration™) equal to $23.50 divided by the Exchange Ratio rounded to the nearest hundred-
thousandth or (ii) upon a valid Cash Election as provided in Section 3.1(b), $23.50 in cash (the
“Cash Consideration”), subject to the limitations set forth in Section 3.1(b), 3.1(c), and 3.1(e). In
the case of the consideration to be received by the holders of FAL Common Stock in the
aggregate, “Merger Consideration” shall mean the Cash Consideration together with the Stock
Consideration. In the case of the consideration to be received by an individual holder of FAL
Common Stock, “Merger Consideration” shall mean the Cash Consideration and/or the Stock
Consideration to be received by such holder, as the case may be.

“Exchange Ratio” shall mean the Average Trading Price of SUG Common Stock as of
the Closing Date. Notwithstanding the foregoing, if the Exchange Ratio as calculated pursuant
to the preceding sentence and without regard to this sentence (i) is less than the Minimum Value,
then the Exchange Ratio will be equal to the “Minimum Value,” or (ii) is greater than the
“Maximum Value,” then the Exchange Ratio will be equal to the “Maximum Value.”
“Minimum Value” will be $16.875 and “Maximum Value” will be $19.6875.

(b) Subject to the immediately following sentence and to Section 3.1(c) and
3.1(e), each record holder of shares of FAL Common Stock immediately prior to the Effective
Time shall be entitled to elect to receive cash for all or any part of such shares of FAL Common
Stock (a “Cash Election”). Notwithstanding the foregoing, the aggregate number of shares of
FAL Common Stock that may be converted into the right to receive cash consideration shall not
exceed the Cash Election Number. To the extent not covered by a properly given Cash Election,
all shares of FAL Common Stock issued and outstanding immediately prior to the Effective
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Time shall, except as provided in Section 3.1(g), be converted solely into shares of SUG
Common Stock.

“Cash Election Number” shall equal, subject to reduction pursuant to Section
3.1(e), the amount by which (1) 50% of the number of shares of FAL Common Stock outstanding
immediately prior to the Effective Time, exceeds (ii) the sum of (a) the number of shares of FAL
Common Stock to be exchanged for cash in lieu of fractional shares pursuant to Section 3.1(g),
and (b) the number of Dissenting Shares.

(©) If the aggregate number of shares of FAL Common Stock covered by Cash
Elections (the “Cash Election Shares™) exceeds the Cash Election Number, each Cash Election
Share shall be converted into (i) the right to receive an amount in cash, without interest, equal to
the product of (a) $23.50 and (b) a fraction (the “Cash Fraction™), the numerator of which shall
be the Cash Election Number and the denominator of which shall be the total number of Cash
Election Shares, and (ii) a number of shares of SUG Common Stock equal to the product of (a)
$23.50 divided by the Exchange Ratio and (b) a fraction equal to one minus the Cash Fraction.

(d) SUG will make all computations to give effect to this Section 3.1.

© If, after having made the calculation under Section 3.1(b), the value of the
SUG Common Stock (excluding fractional shares to be paid in cash) to be issued in the Merger,
valued at the lesser of the Average Trading Price as of the Closing Date and the closing price of
SUG Common Stock on the last trading day before the Closing Date (or, if determined to be
more appropriate to ensure the status of the Merger as a reorganization under Section
368(a)(1)(A) of the IRC, the trading price as of the time of the Closing), as reported on the New
York Stock Exchange (“NYSE”), is less than 50% of the total consideration to be paid in
exchange for the shares of FAL Common Stock (including, without limitation, the amount of
cash to be paid in lieu of fractional shares and treating any Dissenting Shares as having been
exchanged for the Cash Consideration) (the “Total Consideration™), then the Cash Election
Number shall be reduced to the extent necessary so that the value of the SUG Common Stock to
be issued in the Merger (as determined above) is 50% of the Total Consideration.

® Each holder of FAL Common Stock shall surrender all such holder’s
certificates formerly representing ownership of FAL Common Stock in the manner provided in
Section 3.2. All such shares of FAL Common Stock, when so converted, shall no longer be
outstanding and shall be canceled and automatically converted into the right to receive the
Merger Consideration (and cash in lieu of fractional shares) therefor upon the surrender of such
certificate in accordance with Section 3.2. Any payment made pursuant to this Section 3.1 shall
be made net of applicable withholding taxes to the extent such withholding is required by law.

(2 No fractional share of SUG Common Stock shall be issued in connection
with the Merger. Each holder of shares of FAL Common Stock shall be entitled to receive in
lieu of any fractional share of SUG Common Stock to which such holder otherwise would have
been entitled pursuant to this Section 3.1 (after taking into account all shares of FAL Common
Stock then held of record by such holder) a cash payment in an amount equal to the product of
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(i) the fractional interest of a share of SUG Common Stock to which such holder otherwise
would have been entitled and (ii) the closing price of a share of SUG Common Stock on the
NYSE on the trading day immediately prior to the Effective Time. Payment of such amounts
shall be made by SUG.

Section 3.2  Exchange of FAL Common Stock Certificates.

(a) SUG’s registrar and transfer agent, or such other bank or trust company as
may be selected by SUG and be reasonably acceptable to FAL, will act as paying agent (“Paying
Agent”) for the holders of FAL Common Stock in connection with the Merger, pursuant to an
agreement providing for the matters set forth in this Section 3.2 and such other matters as may be
appropriate and the terms of which shall be reasonably satisfactory to SUG and FAL.

(b) (1) Not fewer than 15 business days prior to the Closing Date, SUG will
cause the Paying Agent to mail a form of election (the “Form of Election”) to holders of record
of shares of FAL Common Stock (as of a record date as close as practicable to the date of
mailing). In addition, the Paying Agent will use its reasonable efforts to make the Form of
Election available to the Persons who become stockholders of FAL during the period between
such record date and the Election Deadline. Any election to receive Cash Consideration
contemplated by Section 3.1(b) will have been properly made only if the Paying Agent shall have
received at its designated office or offices, by 4:00 p.m., Eastern Time, on the third business day
prior to the Closing Date (the “Election Deadline™), a Form of Election properly completed, as
set forth in such Form of Election. An election may be revoked only by written notice received
by the Paying Agent prior to the Election Deadline. In addition, all elections shall automatically
be revoked if the Paying Agent is notified by SUG and FAL that the Merger has been abandoned.
SUG shall have the discretion, which it may delegate in whole or in part to the Paying Agent, to
determine whether Forms of Election have been properly completed, signed and submitted or
revoked pursuant to this Section 3.2(b), and to disregard immaterial defects in Forms of Election.
The decision of SUG (or the Paying Agent, as the case may be) in such matters shall be
conclusive and binding.

(© At the Effective Time of the Merger, SUG will instruct the Paying Agent
to promptly, and in any event not later than three (3) business days following the Effective Time,
mail (and to make available for collection by hand) to each holder of record of a certificate or
certificates, which immediately prior to the Effective Time represented outstanding shares of
FAL Common Stock (the “Certificates™), whose shares of FAL Common Stock were converted
pursuant to Section 3.1(a) into the right to receive the Merger Consideration (and cash in lieu of
fractional shares) (i) a letter of transmittal (which shall specify that delivery shall be effected, and
risk of loss and title to the Certificates shall pass, only upon delivery of the Certificates to the
Paying Agent and shall be in such form and have such other provisions as SUG may reasonably
specify) and (ii) instructions (which shall provide that at the election of the surrendering holder
Certificates may be surrendered, and payment therefor collected, by hand delivery) for use in
effecting the surrender of the Certificates in exchange for payment of the Merger Consideration
(and cash in lieu of fractional shares). Upon surrender of a Certificate for cancellation to the
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Paying Agent or to such other agent or agents as may be appointed by SUG, together with such
letter of transmittal, duly executed, the holder of such Certificate shall be entitled to receive in
exchange therefor the Merger Consideration for each share of FAL Common Stock formerly
represented by such Certificate (and cash in lieu of fractional shares), to be mailed (or made
available for collection by hand if so elected by the surrendering holder) within three (3) business
days of receipt thereof, and the Certificate so surrendered shall forthwith be canceled. If
payment of the Merger Consideration (and cash in lieu of fractional shares) is to be made to a
Person other than the Person in whose name the surrendered Certificate is registered, it shall be a
condition of payment that the Certificate so surrendered shall be properly endorsed or shall be
otherwise in proper form for transfer and that the Person requesting such payment shall have paid
any transfer and other Taxes required by reason of the payment of the Merger Consideration (and
cash in lieu of fractional shares) to a Person other than the registered holder of the Certificate
surrendered or shall have established to the satisfaction of the Surviving Corporation that such
Tax either has been paid or is not applicable. Until surrendered as contemplated by this Section
3.2, each Certificate (other than Certificates representing FAL Common Stock held by SUG or
Dissenting Shares) shall be deemed at any time after the Effective Time to represent only the
right to receive the Merger Consideration (and cash in lieu of fractional shares) as contemplated
by this Section 3.2.

(d) In the event any Certificate shall have been lost, stolen or destroyed, upon
the making of an affidavit of that fact by the Person claiming such Certificate to be lost, stolen or
destroyed, the Paying Agent will issue in exchange for such lost, stolen or destroyed Certificate
the Merger Consideration (and cash in lieu of fractional shares) deliverable in respect thereof as
determined in accordance with this Article III, provided that the Person to whom the Merger
Consideration (and cash in lieu of fractional shares) is paid shall, as a condition precedent to the
payment thereof, give the Paying Agent a bond in such sum as it may ordinarily require and
indemnify the Surviving Corporation in a manner satisfactory to it against any claim that may be
made against the Surviving Corporation with respect to the Certificate claimed to have been lost,
stolen or destroyed.

(e) After the Effective Time, the stock transfer books of FAL shall be closed
and there shall be no transfers on the stock transfer books of the Surviving Corporation of shares
of FAL Common Stock that were outstanding immediately prior to the Effective Time. If, after
the Effective Time, Certificates are presented to the Surviving Corporation, they shall be
canceled and exchanged for the Merger Consideration (and cash in lieu of fractional shares) as
provided in this Article III.

® The Surviving Corporation shall not be liable to any holder of FAL
Common Stock for Merger Consideration (and cash in lieu of fractional shares) delivered to a
public official pursuant to any applicable abandonment, escheat or similar law. Any amounts
remaining unclaimed by holders of any such shares of FAL Common Stock seven years after the
Effective Time (or such earlier date immediately prior to the time at which such amounts would
otherwise escheat to or become property of any Governmental Body) shall, to the extent
permitted by applicable law, become the property of the Surviving Corporation, free and clear of
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any claims or interest of any such holders or their successors, assigns or personal representatives
previously entitled thereto.

Section 3.3  Dissenting Shares. Notwithstanding any provision of this Agreement to
the contrary, the shares of any holder of FAL Common Stock who has demanded and perfected
appraisal rights for such shares in accordance with the MBCL and who, as of the Effective Time,
has not effectively withdrawn or lost such appraisal rights (“Dissenting Shares”), shall not be
converted into or represent a right to receive the Merger Consideration (and cash in lieu of
fractional shares) pursuant to Section 3.1, but the holder thereof shall only be entitled to such
rights as are granted by the MBCL. Notwithstanding the foregoing, if any holder of shares of
FAL Common Stock who demands appraisal of such shares under the MBCL shall effectively
withdraw the request for appraisal or lose the right to appraisal, then, as of the later of the
Effective Time and the occurrence of such event, such holder’s shares shall automatically be
converted into and represent only the right to receive the Merger Consideration and cash in lieu
of fractional shares, without interest thereon, upon surrender of the certificate representing such
shares. FAL shall give SUG prompt notice of any demands received by FAL for appraisal of
FAL Common Stock, and, prior to the Effective Time, SUG shall have the right to participate in
all negotiations and proceedings with respect to such demands. Prior to the Effective Time, FAL
shall not, except with the prior written consent of SUG, make any payment with respect to or
offer to settle, any such demands.

ARTICLE IV
REPRESENTATIONS AND WARRANTIES OF SUG

SUG, as to SUG and its Subsidiaries, represents and warrants to FAL that:

Section 4.1  Organization, Existence and Qualification. SUG is a corporation duly
incorporated, validly existing, and in good standing under the laws of the State of Delaware, with
full corporate power and authority to conduct its business as it is now being conducted, to own or
use the properties and assets that it purports to own or use, to perform its obligations under all
Contracts to which it is a party, and to execute and deliver this Agreement. SUG is duly
qualified to do business as a foreign corporation and is in good standing under the laws of each
state or other jurisdiction in which either the ownership or use of the properties owned or used by
it, or the nature of the business conducted by it, requires such qualification as a foreign
corporation except for such failures to be so qualified or in good standing as are not, individually
or in the aggregate, reasonably likely to have a SUG Material Adverse Effect.

Section 4.2  Capitalization. As of the date of this Agreement, the authorized capital
stock of SUG consists of (i) 50,000,000 shares of SUG Common Stock, of which 31,288,321
shares were issued and 31,236,696 were outstanding on September 30, 1999, and (ii) 1,500,000
shares of Cumulative Preferred Stock, no par value, none of which are issued or outstanding.
The issued and outstanding shares of SUG Common Stock have been validly issued and are fully
paid and nonassessable. The shares of SUG Common Stock to be issued as the Merger
Consideration have been duly authorized and when issued and delivered in accordance with the
terms of this Agreement, will have been validly issued and will be fully paid and nonassessable
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and the issuance thereof is not subject to any preemptive or other similar right. Except as
specifically described in the SUG SEC Documents delivered to FAL prior to the date of this
Agreement, as of the date of this Agreement, no shares of SUG Common Stock are held, in
treasury or otherwise, by SUG or any of its Subsidiaries and except as set forth in Section 4.2 of
the SUG Disclosure Schedule, as of the date of this Agreement, there are no outstanding (i)
securities convertible into SUG Common Stock or other capital stock of SUG or any of its
material Subsidiaries, (ii) warrants or options to purchase SUG Common Stock or other
securities of SUG or any of its material Subsidiaries or (iii) commitments to issue shares of SUG
Common Stock (other than pursuant to the Merger and other than pursuant to the Agreement of
Merger, dated as of June 7, 1999 (the “PEI Merger Agreement”), by and between SUG and
Pennsylvania Enterprises, Inc. (“PEI”)) or other securities of SUG or any of its material
Subsidiaries.

Section 4.3  Subsidiaries; Investments. Except as set forth in Section 4.3 of the SUG
Disclosure Schedule, as of the date of this Agreement, SUG has no Subsidiaries or investments
in any Person except for marketable securities reflected in the SUG SEC Documents delivered to
FAL prior to the date of this Agreement, and SUG is the registered owner and holder of all of the
issued and outstanding shares of capital stock of its Subsidiaries and has good title to such
shares. The outstanding capital stock of each material Subsidiary of SUG has been validly issued
and is fully paid and nonassessable.

Section 4.4  Authority Relative to this Agreement and Binding Effect. The
execution, delivery and performance of this Agreement and the Related Documents by SUG have
been duly authorized by all requisite corporate action. The execution, delivery and performance
of this Agreement and the Related Documents by SUG will not result in a violation or breach of
any term or provision of, constitute a default, or require a consent, approval or notification, or
accelerate the performance required under, the Organizational Documents of SUG, any
indenture, mortgage, deed of trust, security agreement, loan agreement, or other Contract to
which SUG is a party or by which its assets are bound, or violate any Order, with such
exceptions as are not, individually or in the aggregate, reasonably likely to have a SUG Material
Adverse Effect. This Agreement constitutes and the Related Documents to be executed by SUG
when executed and delivered will constitute valid and binding obligations of SUG, enforceable
against SUG in accordance with their terms, except as enforceability may be limited by (1)
bankruptcy or similar laws from time to time in effect affecting the enforcement of creditors’
rights generally or (ii) the availability of equitable remedies generally.

Section 4.5  Governmental Approvals. Except as set forth in Section 4.5 of the SUG
Disclosure Schedule and as required by the HSR Act, no approval or authorization of any
Governmental Body with respect to performance under this Agreement or the Related
Documents by SUG is required to be obtained by SUG in connection with the execution and
delivery by SUG of this Agreement or the Related Documents or the consummation by SUG of
the transactions contemplated hereby or thereby, the failure to obtain which are, individually or
in the aggregate, reasonably likely to have a SUG Material Adverse Effect.

15
W6-NY992090.199
vi4



Section 4.6  Public Utility Holding Company Status; Regulation as a Public
Utility. SUG is a “gas utility company” (as such term is defined in PUHCA). SUG indirectly
owns a minority interest in a “foreign utility company” (as such term is defined in PUHCA) that
is exempt from, and is deemed not to be a public utility company for purposes of, PUHCA
pursuant to Section 33 thereof with respect to which SUG has filed with the SEC a Form U-57
notification of foreign utility company status. Except as stated above in this Section 4.6, neither
SUG nor any of its Subsidiaries is a “holding company,” a “subsidiary company,” a “public
utility company” or an “affiliate” of a “public utility company,” or a “holding company” within
the meaning of such terms in PUHCA.

Section 4.7 Compliance with Legal Requirements; Governmental Authorizations.

(a) Except as set forth in Section 4.7 of the SUG Disclosure Schedule or
specifically described in the SUG SEC Documents delivered to FAL prior to the date of this
Agreement, and subject to Section 4.15 of this Agreement, to the Knowledge of SUG, SUG is
not in violation of any Legal Requirement that is applicable to it, to the conduct or operation of
its business, or to the ownership or use of any of its assets, other than such violations, if any,
which are not, individually or in the aggregate, reasonably likely to have a SUG Material
Adverse Effect.

(b) The SUG SEC Documents delivered to FAL prior to the date of this
Agreement accurately describe all material regulation of SUG that relates to the utility business
of SUG as of the date of this Agreement. Except as set forth in Section 4.7 of the SUG
Disclosure Schedule, SUG has, and is in material compliance with, all material Governmental
Authorizations necessary to conduct its business and to own, operate and use all of its assets as
currently conducted.

Section 4.8  Legal Proceedings; Orders. Except as set forth in Section 4.8 of the
SUG Disclosure Schedule or as specifically described in the SUG SEC Documents delivered to
FAL prior to the date of this Agreement, there is no pending Proceeding:

) that has been commenced by or against, or that otherwise relates
to, SUG or, if the merger with PEI is consummated, PEI, that is reasonably likely
to have a SUG Material Adverse Effect; or

2) as of the date of this Agreement, that challenges, or that may have
the effect of preventing, delaying, making illegal, or otherwise interfering with,
the Merger or any of the transactions contemplated hereby.

To the Knowledge of SUG, no such Proceedings, audits or investigations have been Threatened
that are, individually or in the aggregate, reasonably likely to have a SUG Material Adverse
Effect. As of the date of this Agreement, SUG is not subject to any Orders that are, individually
or in the aggregate, reasonably likely to have a SUG Material Adverse Effect.
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Section 4.9 SEC Documents. SUG has made (and, with respect to such documents
filed after the date hereof through the Closing Date, will make) available to FAL a true and
complete copy of each report, schedule, registration statement (other than on Form S-8), and
definitive proxy statement filed by SUG with the SEC since September 16, 1999 and through the
Closing Date in substantially the form filed with the SEC (the “SUG SEC Documents™). As of
their respective dates, the SUG SEC Documents, including without limitation any financial
statements or schedules included therein, complied (or will comply), in all material respects with
the requirements of the Securities Act or the Exchange Act, as the case may be, and the rules and
regulations of the SEC thereunder applicable to such SUG SEC Documents, and did not (or will
not) contain any untrue statement of a material fact or omit to state a material fact required to be
stated therein or necessary to make the statements therein, in light of the circumstances under
which they were made, not misleading. The audited consolidated financial statements and
unaudited interim financial statements of SUG included in the SUG SEC Documents
(collectively, the “SUG Financial Statements™) were (or will be) prepared in accordance with
GAAP applied on a consistent basis (except as may be indicated therein or in the notes thereto
and except with respect to unaudited statements as permitted by Form 10-Q) and fairly present
(or will fairly present) in all material respects the financial position of SUG as of the respective
dates thereof or the results of operations and cash flows for the respective periods then ended, as
the case may be, subject, in the case of unaudited interim financial statements, to normal,
recurring adjustments which are not material in the aggregate.

Section 4.10 Taxes. Except as set forth in Section 4.10 of the SUG Disclosure
Schedule:

(a) SUG and its Subsidiaries have timely filed all United States federal, state
and local income Tax Returns required to be filed by or with respect to them or requests for
extensions to file such Tax Returns have been timely filed, granted and have not expired, and
SUG and its Subsidiaries have timely paid and discharged all Taxes due in connection with or
with respect to the periods or transactions covered by such Tax Returns and have paid all other
Taxes as are due or made adequate provision therefor in accordance with GAAP except where
the failures to so file, pay or discharge are not, individually or in the aggregate, reasonably likely
to have a SUG Material Adverse Effect. As of the date of this Agreement, there are no pending
audits or other examinations relating to any Tax matters. There are no Tax liens on any assets of
SUG or its Subsidiaries. As of the date of this Agreement, SUG and its Subsidiaries have not
granted any waiver of any statute of limitations with respect to, or any extension of a period for
the assessment of, any Tax. The accruals and reserves (including deferred taxes) reflected in the
SUG Balance Sheet are in all material respects adequate to cover all material Taxes accruable
through the date thereof (including interest and penalties, if any, thereon and Taxes being
contested) in accordance with GAAP.

(b)  Neither SUG nor any of its Subsidiaries is obligated under any Contract
with respect to industrial development bonds or other obligations with respect to which the
excludability from gross income of the holder for federal or state income tax purposes could be
affected by the Merger or any of the transactions contemplated by this Agreement.
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(©) SUG has no present plan or intention after the Merger to (i) sell or
otherwise dispose of any of the assets of the Surviving Corporation, including the assets of FAL
acquired pursuant to the Merger, except for dispositions made in the ordinary course of business
or to a corporation controlled by the Surviving Corporation within the meaning of
Section 368(a)(2)(C) of the IRC, or (ii) reacquire any of the SUG Common Stock included in the
Merger Consideration, other than repurchases in the open market pursuant to stock repurchase
plans undertaken for reasons unrelated to the transactions contemplated by this Agreement.

Section 4.11 Intellectual Property. SUG has no Knowledge of (i) any infringement or
claimed infringement by it of any patent rights or copyrights of others or (ii) any infringement of
the patent or patent license rights, trademarks or copyrights owned by or under license to it,
except for any such infringements of the type described in clause (i) or (ii) that are not,
individually or in the aggregate, reasonably likely to have a SUG Material Adverse Effect.

Section 4.12 Contracts. Except as described in Section 4.12 of the SUG Disclosure
Schedule or as specifically described in the SUG SEC Documents delivered to FAL prior to the
date of this Agreement, and with such exceptions as are not, individually or in the aggregate,
reasonably likely to have a SUG Material Adverse Effect, all of SUG’s Contracts are in full force
and effect and neither SUG nor, to the Knowledge of SUG, any other party thereto is in default
thereunder nor has any event occurred or is any event occurring that, with notice or the passage
of time or otherwise, is reasonably likely to give rise to an event of default thereunder by any
party thereto.

Section 4.13 Indebtedness. All outstanding principal amounts of indebtedness for
borrowed money of SUG as of October 1, 1999 are set forth in Section 4.13 of the SUG
Disclosure Schedule.

Section 4.14 Employee Benefit Plans. .

(a) Except as set forth in Section 4.14 of the SUG Disclosure Schedule, each
of the SUG Benefit Plans has been operated and administered in all material respects in
accordance with its governing documents and applicable federal and state laws (including, but
not limited to, ERISA and the IRC). For purposes of this Agreement, “SUG Benefit Plans” shall
mean all employee retirement, welfare, stock option, stock ownership, deferred compensation,
bonus or other benefit plans, agreements, practices, policies, programs, or arrangements that are
applicable to any employee, director or consultant of SUG or its Subsidiaries or maintained by or
contributed to by SUG or its Subsidiaries.

(b) Except as set forth in Section 4.14 of the SUG Disclosure Schedule, as to
any SUG Benefit Plan subject to Title IV of ERISA, there is no event or condition which
presents the material risk of plan termination, no accumulated funding deficiency, whether or not
waived, within the meaning of Section 302 of ERISA or Section 412 of the IRC has been
incurred for which any liability is outstanding, no reportable event within the meaning of Section
4043 of ERISA (for which the notice requirements of Regulation §4043 promulgated by the
Pension Benefit Guaranty Corporation (“PBGC”) have not been waived) has occurred within the
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last six years, no notice of intent to terminate the SUG Benefit Plan has been given under Section
4041 of ERISA, no proceeding has been instituted under Section 4042 of ERISA to terminate the
SUG Benefit Plan, there has been no termination or partial termination of the SUG Benefit Plan
within the meaning of Section 411(d)(3) of the IRC within the last six years, except with respect
to the conversion of the retirement income plan to a cash balance plan for which full vesting was
granted with respect to affected employees, no event described in Sections 4062 or 4063 of
ERISA has occurred, all PBGC premiums have been timely paid and no liability to the PBGC
has been incurred, except for PBGC premiums not yet due.

(c) Except as set forth in Section 4.14 of the SUG Disclosure Schedule, each
trust funding a SUG Benefit Plan, which trust is intended to be exempt from federal income
taxation pursuant to Section 501(c)(9) of the IRC, satisfies the requirements of such section and
has, whenever required by law, received a favorable determination letter from the IRS regarding
such exempt status, and to the Knowledge of SUG has not, since receipt of the most recent
favorable determination letter, been amended or operated in any way which would adversely
affect such exempt status.

(d) Except as set forth in Section 4.14 of the SUG Disclosure Schedule, with
respect to any SUG Benefit Plan or any other “employee benefit plan” as defined in Section 3(3)
of ERISA which is established, sponsored, maintained or contributed to, or has been established,
sponsored, maintained or contributed to or, to the Knowledge of SUG, with respect to any such
plan which has been established, sponsored, maintained or contributed to within six years prior
to the Closing Date, by SUG or its Subsidiaries or any corporation, trade, business or entity
under common control or being a part of an affiliated service group with SUG, within the
meaning of Section 414(b), (c) or (m) of the IRC or Section 4001 of ERISA (“*SUG Commonly
Controlled Entity™), (i) no withdrawal liability, within the meaning of Section 4201 of ERISA,
has been incurred, which withdrawal liability has not been satisfied and no such withdrawal
liability is reasonably expected to be incurred, (if) no liability under Title IV of ERISA
(including, but not limited to, liability to the PBGC) has been incurred by SUG or any SUG
Commonly Controlled Entity, which liability has not been satisfied (other than for PBGC
premiums not yet due), (iii) no accumulated funding deficiency, whether or not waived, within
the meaning of Section 302 of ERISA or Section 412 of the IRC has been incurred for which any
liability is outstanding, (iv) there has been no failure to make any contribution (including
installments) to such plan required by Section 302 of ERISA and Section 412 of the IRC which
has resulted in a lien under Section 302 of ERISA or Section 412 of the IRC and for which any
liability is currently outstanding, (v) to the Knowledge of SUG, no action, omission or
transaction has occurred with respect to any such plan or any other SUG Benefit Plan which
could subject SUG or the plan or trust forming a part thereof to a material civil liability or
penalty under ERISA or other applicable laws, or a material Tax under the IRC, (vi) any such
plan which is a Group Health Plan has complied in all material respects with the provisions of
Sections 601-608 of ERISA and Section 4980B of the IRC, (vii) there are no pending or, to the
Knowledge of SUG, Threatened claims by or on behalf of any such plan or any other SUG
Benefit Plan, by any employees, former employees or plan beneficiaries covered by such plan or
otherwise by or on behalf of any person involving any such plan (other than routine non-
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contested claims for benefits) which could result in a material liability to SUG and its
Subsidiaries, taken as a whole, and (viii) neither SUG nor any SUG Commonly Controlled Entity
has engaged in, or is a successor or parent corporation to any entity or person that has engaged
in, a transaction described in Section 4069 of ERISA.

(e) The execution and delivery of this Agreement and the consummation of
the transactions contemplated hereby will not (i) increase the amount of benefits otherwise
payable under any SUG Benefit Plan, (ii) result in the acceleration of the time of eligibility to
participate in any SUG Benefit Plan, or of any payment, exercisability, funding or vesting of any
benefit under any SUG Benefit Plan, (iii) result in payment becoming due or with respect to any
current or former employee, director or consultant, or (iv) result in any payment becoming due in
the event of a termination of employment or service of any employee, director or consultant.

® SUG is not a party to any Contract nor has it established any policy or
practice, which would require SUG to make a payment or provide any other form of
compensation or benefit to any Person performing (or who within the past twelve months
performed) services for SUG during or upon termination of such services which would not be
payable or provided in the absence of the consummation of the transactions contemplated by this
Agreement.

(g) Except as would affect unionized employees and/or retirees who are
covered by bargaining agreements, if any, and as otherwise set forth in Section 4.14 of the SUG
Disclosure Schedule, each SUG Benefit Plan which is an “employee welfare benefit plan,” as
such term is defined in Section 3(1) of ERISA, may be unilaterally amended or terminated in its
entirety without any liability being incurred by SUG or any Affiliate of SUG, except as to
benefits accrued thereunder prior to such amendment or termination.

(h) As of the date of this Agreement, SUG has not contributed nor been
obligated to contribute to any “multi-employer plan” within the meaning of Section 3(37) of
ERISA within the last six years and has no outstanding liability with respect to any such plan.

Section 4.15 Environmental Matters. Except as set forth in Section 4.15 of the SUG
Disclosure Schedule or as specifically described in the SUG SEC Documents delivered to FAL
prior to the date of this Agreement, and with such other exceptions as are not, individually or in
the aggregate, reasonably likely to have a SUG Material Adverse Effect:

(@  To the Knowledge of SUG, SUG and any Person for whose conduct SUG
is reasonably likely to be held responsible, is currently and at all times has been, in material
compliance with any Environmental Law. SUG has not received any Order, notice, or other
communication from (i) any Governmental Body or private citizen acting in the public interest,
or (ii) the current or prior owner or operator of any Facilities, of any violation or failure to
comply with any Environmental Law, or of any obligation to undertake or bear the cost of any
environmental cleanup, or with respect to any property or Facility at which Hazardous Materials
generated by SUG or any other Person for whose conduct SUG may be held responsible were
transported for disposal; and
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(b)  There are no pending or, to the Knowledge of SUG, Threatened claims or
Encumbrances arising under or pursuant to any Environmental Law with respect to or affecting
any of the Facilities or any other properties and assets (whether real, personal, or mixed) in
which SUG has or had a direct or indirect interest (including by ownership or use).

Section 4.16 No Material Adverse Change. Except as described in the SUG SEC
Documents that have been provided to FAL prior to the date of this Agreement, since the date of
the SUG Balance Sheet, there has not been any SUG Material Adverse Effect, and no events
have occurred or circumstances exist that are, individually or in the aggregate, reasonably likely
to have a SUG Material Adverse Effect, except that any SUG Material Adverse Effect that
results from or relates to (a) general business or economic conditions, (b) conditions generally
affecting the industries in which SUG competes or (c) the announcement of the transactions
contemplated by this Agreement shall be disregarded.

Section 4.17 Brokers. SUG is not a party to, or in any way obligated under any
Contract, and there are no outstanding claims against SUG, for the payment of any broker’s or
finder’s fees in connection with the origin, negotiation, execution or performance of this
Agreement.

Section 4.18 Proxy Statement; Registration Statement. None of the information
supplied or to be supplied to FAL by or on behalf of SUG for inclusion in the proxy statement, in
definitive form, relating to the FAL Meeting to be held in connection with the Merger (the “FAL
Proxy Statement™), or supplied by or on behalf of SUG in the Registration Statement on Form S-
4 (and any amendments thereto) to be filed by SUG with the SEC pursuant to the Securities Act
to register the shares of SUG Common Stock constituting the Stock Consideration (the
“Registration Statement”) will, in the case of the Registration Statement, at the effective time of
the Registration Statement, at any time the Registration Statement is amended or supplemented,
at the date the FAL Proxy Statement is first mailed to FAL’s stockholders, at any time the FAL
Proxy Statement is amended or supplemented, at the time of the FAL Meeting and at the
Effective Time, and in the case of the FAL Proxy Statement, at the date the FAL Proxy
Statement is first mailed to FAL’s stockholders, at any time the FAL Proxy Statement is
amended or supplemented and at the time of the FAL Meeting (giving effect to any documents
incorporated by reference therein), contain any untrue statement of a material fact or omit to state
any material fact required to be stated therein or necessary in order to make the statements
therein, in light of the circumstances under which they are made, not misleading. The
Registration Statement will comply as to form and in substance in all material respects with the
applicable provisions of the Securities Act and the rules and regulations thereunder.

Section 4.19 No Vote Required. No vote of the holders of any class or series of the
capital stock of SUG is required to approve this Agreement and the Merger.

Section 4.20 Disclaimer of Representations and Warranties. EXCEPT FOR THE
REPRESENTATIONS AND WARRANTIES CONTAINED IN THIS ARTICLE IV, SUG
MAKES NO OTHER REPRESENTATIONS OR WARRANTIES, EXPRESS OR IMPLIED,
AND SUG HEREBY DISCLAIMS ANY SUCH OTHER REPRESENTATIONS OR
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WARRANTIES, WHETHER BY SUG, ANY SUBSIDIARY OF SUG, OR ANY OF THEIR
RESPECTIVE OFFICERS, DIRECTORS, EMPLOYEES, AGENTS OR
REPRESENTATIVES, OR ANY OTHER PERSON, WITH RESPECT TO THIS
AGREEMENT AND THE TRANSACTIONS CONTEMPLATED HEREBY,
NOTWITHSTANDING THE DELIVERY OR DISCLOSURE TO FAL OR ANY OF ITS
DIRECTORS, OFFICERS, EMPLOYEES, AGENTS OR REPRESENTATIVES, OR ANY
OTHER PERSON, OF ANY DOCUMENTATION OR OTHER INFORMATION BY SUG,
ANY SUBSIDIARY OF SUG, OR ANY OF THEIR RESPECTIVE DIRECTORS, OFFICERS,
EMPLOYEES, AGENTS OR REPRESENTATIVES, OR ANY OTHER PERSON, WITH
RESPECT TO ANY OF THE FOREGOING.

ARTICLE V
REPRESENTATIONS AND WARRANTIES OF FAL

FAL, as to the Acquired Companies, represents and warrants to SUG as follows:
Section 5.1  Organization, Existence and Qualification.

(a) Each Acquired Company is a corporation duly incorporated, validly
existing, and in good standing under the laws of its state of incorporation or organization, with
full corporate power and authority to conduct its business as it is now being conducted, to own or
use the properties and assets that it purports to own or use, and to perform all its obligations
under all Applicable Contracts. Section 5.1(a) of the FAL Disclosure Schedule sets forth the
name of each Acquired Company, the state or jurisdiction of its incorporation or organization,
and each state or jurisdiction where such Acquired Company is duly qualified as a foreign
corporation. Each Acquired Company is duly qualified to do business as a foreign corporation
and is in good standing under the laws of each state or other jurisdiction in which either the
ownership or use of the properties owned or used by it, or the nature of the business conducted
by it, requires such qualification as a foreign corporation except for such failures to be so
qualified or in good standing as are not, individually or in the aggregate, reasonably likely to
have a FAL Material Adverse Effect.

(b) FAL has delivered to SUG copies of the Organizatibnal Documents, as
currently in effect, of each Acquired Company.

Section 5.2  Capitalization. The capital stock of FAL consists of 2,951,334 shares of
FAL Common Stock, of which 2,220,086 shares are issued and outstanding. The issued and
outstanding shares of FAL Common Stock have been validly issued and are fully paid and
nonassessable. Except as specifically described in the FAL SEC Documents delivered to SUG
prior to the date of this Agreement, no shares of FAL Common Stock are held, in treasury or
otherwise, by FAL or any of its Subsidiaries and there are no outstanding (i) securities
convertible into FAL Common Stock or other capital stock of FAL or any of its Subsidiaries, (ii)
warrants or options to purchase FAL Common Stock or other securities of FAL or any of its
Subsidiaries or (iii) other commitments to issue shares of FAL Common Stock or other securities
of FAL or any of its Subsidiaries.

22

W6-NY992090.199
Vi4



Section 5.3  Subsidiaries; Investments. Except as set forth in Section 5.3 of the FAL
Disclosure Schedule, FAL has no Subsidiaries or investments in any Person (except for
marketable securities disclosed to SUG prior to the date of this Agreement) and FAL is the
registered owner and holder of all of the issued and outstanding shares of capital stock of its
Subsidiaries and has good title to such shares. The outstanding capital stock of each Subsidiary
has been validly issued and is fully paid and nonassessable. All such capital stock owned by any
Acquired Company is free and clear of any Encumbrance (except for any Encumbrance disclosed
in the FAL SEC Documents delivered to SUG prior to the date of this Agreement, or created or
incurred by this Agreement in favor of SUG, or imposed by federal or state securities laws).

Section 5.4  Authority Relative to this Agreement and Binding Effect. The
execution, delivery and performance of this Agreement and the Related Documents by FAL have
been duly authorized by all requisite corporate action, except, as of the date of this Agreement,
for the FAL Stockholders’ Approval. Except as set forth in Section 5.4 of the FAL Disclosure
Schedule, the execution, delivery and performance of this Agreement and the Related Documents
by FAL will not result in a violation or breach of any term or provision of, or constitute a default,
require a consent, approval or notification, or accelerate the performance required under, the
Organizational Documents of any of the Acquired Companies, any indenture, mortgage, deed of
trust, security agreement, loan agreement, or other Applicable Contract to which any of the
Acquired Companies is a party or by which its assets are bound, or violate any Order, with such
exceptions as are not, individually or in the aggregate, reasonably likely to have a FAL Material
Adverse Effect. This Agreement constitutes and the Related Documents to be executed by any
of the Acquired Companies when executed and delivered will constitute valid and binding
obligations of such Acquired Company, enforceable against such Acquired Company in
accordance with their terms, except as enforceability may be limited by (i) bankruptcy or similar
laws from time to time in effect affecting the enforcement of creditors’ rights generally or (ii) the
availability of equitable remedies generally.

Section 5.5  Governmental Approvals. Except as set forth in Section 5.5 of the FAL
Disclosure Schedule and as required by the HSR Act, no approval or authorization of any
Governmental Body with respect to performance under this Agreement or the Related
Documents by any Acquired Company is required to be obtained by FAL in connection with the
execution and delivery by FAL of this Agreement or the Related Documents or the
consummation by the Acquired Companies of the transactions contemplated hereby or thereby,
the failure to obtain which are, individually or in the aggregate, reasonably likely to have a FAL
Material Adverse Effect.

Section 5.6  Public Utility Holding Company Status; Regulation as a Public
Utility. None of the Acquired Companies is a “holding company,” a “subsidiary company,” a
“public utility company,” or an “affiliate” of a “public utility company” or a “holding company”
within the meaning of such terms in PUHCA.
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Section 5.7 Compliance with Legal Requirements; Governmental Authorizations.

(@)  Except as set forth in Section 5.7(a) of the FAL Disclosure Schedule or as
specifically described in the FAL SEC Documents delivered to SUG prior to the date of this
Agreement, and subject to Section 5.19 of this Agreement, to the Knowledge of any Acquired
Company, no Acquired Company is in violation of any Legal Requirement that is applicable to

1t, to the conduct or operation of its business, or to the ownership or use of any of its assets, other

than such violations, if any, which are not, individually or in the aggregate, reasonably likely to
have a FAL Material Adverse Effect.

(b)  The FAL SEC Documents delivered to SUG prior to the date of this
Agreement accurately describe all material regulation of each Acquired Company that relates to
the utility business of any Acquired Company. Except as set forth on Section 5.7(a) of the FAL
Disclosure Schedule, each Acquired Company has, and is in material compliance with, all
material Governmental Authorizations necessary to conduct its business and to own, operate and
use all of its assets as currently conducted.

Section 5.8 Legal Proceedings; Orders. Except as set forth in Section 5.8 of the
FAL Disclosure Schedule or as specifically described in the FAL SEC Documents delivered to
SUG prior to the date of this Agreement, there is no pending Proceeding:

1) that has been commenced by or against, or that otherwise relates
to, any Acquired Company that is reasonably likely to have a FAL Material
Adverse Effect; or

2 as of the date of this Agreement, that challenges, or that may have
the effect of preventing, delaying, making illegal, or otherwise interfering with,
the Merger or any of the transactions contemplated hereby.

To the Knowledge of FAL, except as set forth in Section 5.8 of the FAL Disclosure Schedule, as
of the date of this Agreement, no such Proceedings, audits or investigations have been
Threatened that are, individually or in the aggregate, reasonably likely to have a FAL Material
Adverse Effect. As of the date of this Agreement, none of the Acquired Companies is subject to
any Orders that are, individually or in the aggregate, reasonably likely to have a FAL Material
Adverse Effect.

Section 5.9 SEC Documents. FAL has made (and, with respect to such documents
filed after the date hereof through the Closing Date, will make) available to SUG a true and
complete copy of each report, schedule, registration statement (other than on Form S-8), and
definitive proxy statement filed by FAL with the SEC since September 30, 1998 through the
Closing Date in substantially the form filed with the SEC (the “FAL SEC Documents”). As of
their respective dates, the FAL SEC Documents, including without limitation any financial
statements or schedules included therein, complied (or will comply), in all material respects with
the requirements of the Securities Act or the Exchange Act, as the case may be, and the rules and
regulations of the SEC thereunder applicable to such FAL SEC Documents, and did not (or will

24

W6-NY992090.199
Vi4




not) contain any untrue statement of a material fact or omit to state a material fact required to be
stated therein or necessary to make the statements therein, in light of the circumstances under
which they were made, not misleading. The audited consolidated financial statements and
unaudited interim financial statements of FAL included in the FAL SEC Documents
(collectively, the “FAL Financial Statements™) were (or will be) prepared in accordance with
GAAP (except as may be indicated therein or in the notes thereto and except with respect to
unaudited statements as permitted by Form 10-Q) and fairly present (or will fairly present) in all
material respects the financial position of FAL and its Subsidiaries, as of the respective dates
thereof or the results of operations and cash flows for the respective periods then ended, as the
case may be, subject, in the case of unaudited interim financial statements, to normal, recurring
adjustments which are not material in the aggregate.

Section 5.10 Taxes. Except as set forth in Section 5.10 of the FAL Disclosure
Schedule:

(a) The Acquired Companies have timely filed all United States federal, state
and local income Tax Returns required to be filed by or with respect to them or requests for
extensions to file such Tax Returns have been timely filed, granted and have not expired, and the
Acquired Companies have timely paid and discharged all Taxes due in connection with or with
respect to the periods or transactions covered by such Tax Returns and have paid all other Taxes
as are due or made adequate provision therefor in accordance with GAAP except where failures
to so file, pay or discharge are not, individually or in the aggregate, reasonably likely to have a
FAL Material Adverse Effect. There are no pending audits or other examinations relating to any
Tax matters. There are no Tax liens on any assets of the Acquired Companies. As of the date of
this Agreement, none of the Acquired Companies has granted any waiver of any statute of
limitations with respect to, or any extension of a period for the assessment of, any Tax. The
accruals and reserves (including deferred taxes) reflected in the FAL Balance Sheet are in all
material respects adequate to cover all material Taxes accruable through the date thereof
(including interest and penalties, if any, thereon and Taxes being contested) in accordance with
GAAP.

(b)  None of the Acquired Companies is obligated under any Applicable
Contract with respect to industrial development bonds or other obligations with respect to which
the excludability from gross income of the holder for federal or state income tax purposes could
be affected by the Merger or any of the transactions contemplated by this Agreement.

Section 5.11 Intellectual Property. No Acquired Company has any Knowledge of (i)
any infringement or claimed infringement by any Acquired Company of any patent rights or
copyrights of others or (ii) any infringement of the patent or patent license rights, trademarks or
copyrights owned by or under license to any Acquired Company, except for any such
infringements of the type described in clause (i) or (ii) that are not, individually or in the
aggregate, reasonably likely to have a FAL Material Adverse Effect.

Section 5.12 Title to Assets. Except (i) as set forth in Section 5.12 of the FAL
Disclosure Schedule, (ii) as specifically described in the FAL SEC Documents delivered to SUG
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prior to the date of this Agreement, (iii) as set forth in Section 5.19 of this Agreement or (iv) as
set forth in Section 5.19 of the FAL Disclosure Schedule, none of the Acquired Companies’
assets are subject to any Encumbrance other than FAL Permitted Liens.

Section 5.13 Indebtedness. All outstanding principal amounts of indebtedness for
borrowed money of the Acquired Companies as of October 4, 1999 are set forth in Section 5.13
of the FAL Disclosure Schedule.

Section 5.14 Machinery and Equipment. Except for normal wear and tear, and with
such exceptions as are not, individually or in the aggregate, reasonably likely to have a FAL
Material Adverse Effect, the machinery and equipment of the Acquired Companies necessary for
the conduct by the Acquired Companies of their respective businesses as presently conducted are
in good operating condition and in a state of reasonable maintenance and repair.

Section 5.15 Applicable Contracts. Set forth in Section 5.15(a) of the FAL Disclosure
Schedule is a list as the date hereof of all Applicable Contracts to which any Acquired Company
is a party involving a total commitment by or to any party thereto of more than $65,000 on an
annual basis or more than $250,000 on its remaining term which cannot be terminated on no
more than sixty (60) days’ notice without penalty or additional cost to the Acquired Company as
the terminating party. Except as specifically described in the FAL SEC Documents delivered to
SUG prior to the date of this Agreement, and with such exceptions as are not, individually or in
the aggregate, reasonably likely to have a FAL Material Adverse Effect, all Applicable Contracts
of the Acquired Companies are in full force and effect and no Acquired Company nor, to the
Knowledge of FAL, any other party thereto is in default thereunder nor has any event occurred or
is any event occurring that with notice or the passage of time or otherwise, is reasonably likely to
give rise to an event of default thereunder by any party thereto.

Section 5.16 Insurance. Section 5.16(a) of the FAL Disclosure Schedule sets forth a
list of all policies of insurance held by the Acquired Companies as of the date of this Agreement.
Since June 30, 1994, the assets and the business of the Acquired Companies have been
continuously insured with what FAL believes are reputable insurers against all risks and in such
amounts normally insured against by companies of the same type and in the same line of
business as any of the Acquired Companies. As of the date of this Agreement, no notice of
cancellation, non-renewal or material increase in premiums has been received by any of the
Acquired Companies with respect to such policies, and no Acquired Company has Knowledge of
any fact or circumstance that could reasonably be expected to form the basis for any cancellation,
non-renewal or material increase in premiums, except for such cancellations, non-renewals and
increases which are not, individually or in the aggregate, reasonably likely to have a FAL
Material Adverse Effect. None of the Acquired Companies is in default with respect to any
provision contained in any such policy or binder nor has there been any failure to give notice or
to present any claim relating to the business or the assets of the Acquired Companies under any
such policy or binder in a timely fashion or in the manner or detail required by the policy or
binder, except for such defaults or failures which are not, individually or in the aggregate,
reasonably likely to have a FAL Material Adverse Effect. As of the date of this Agreement,
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there are no outstanding unpaid premiums (except premiums not yet due and payable), and no
notice of cancellation or renewal with respect to, or disallowance of any claim under, any such
policy or binder has been received by the Acquired Companies as of the date hereof, except for
such non-payments of premiums, cancellations, renewals or disallowances which are not,
individually or in the aggregate, reasonably likely to have a FAL Material Adverse Effect.

Section 5.17 Employees. Section 5.17(a) of the FAL Disclosure Schedule sets forth a
list as of no more than thirty (30) days prior to the date of this Agreement of all the present
officers and employees of the Acquired Companies, indicating each employee’s base salary or
wage rate and identifying those who are union employees and those who are part-time
employees. Except as set forth in Section 5.17(b) of the FAL Disclosure Schedule, as of the date
of this Agreement, no labor union or other collective bargaining unit has been certified or
recognized by any of the Acquired Companies, and, to the Knowledge of the Acquired
Companies, as of the date of this Agreement, there are no elections, organizing drives or material
controversies pending or Threatened between any of the Acquired Companies and any labor
union or other collective bargaining unit representing any of the Acquired Companies’
employees. There is no pending or, to the Knowledge of FAL, Threatened labor practice
complaint, arbitration, labor strike or other material labor dispute (excluding grievances)
involving any of the Acquired Companies which are, individually or in the aggregate, reasonably
likely to have a FAL Material Adverse Effect. Except for collective bargaining agreements or as
set forth in Section 5.17(c) of the FAL Disclosure Schedule, none of the Acquired Companies is
a party to any employment agreement with any employee pertaining to any of the Acquired
Companies.

Section 5.18 Employee Benefit Plans.

(a) Each of the FAL Benefit Plans has been operated and administered in all
material respects in accordance with its governing documents and applicable federal and state
laws (including, but not limited to, ERISA and the IRC). For purposes of this Agreement, “FAL
Benefit Plans” shall mean all employee retirement, welfare, stock option, stock ownership,
deferred compensation, bonus or other benefit plans, agreements, practices, policies, programs,
or arrangements, that are applicable to any employee, director or consultant of the Acquired
Companies or maintained by or contributed to by any of the Acquired Companies.

(b) As to any FAL Benefit Plan subject to Title IV of ERISA, there is no
event or condition which presents the material risk of plan termination, no accumulated funding
deficiency, whether or not waived, within the meaning of Section 302 of ERISA or Section 412
of the IRC has been incurred for which any liability is outstanding, no reportable event within the
meaning of Section 4043 of ERISA (for which the notice requirements of Regulation §4043
promulgated by the PBGC have not been waived) has occurred within the last six years, no
notice of intent to terminate the FAL Benefit Plan has been given under Section 4041 of ERISA,
no proceeding has been instituted under Section 4042 of ERISA to terminate the FAL Benefit
Plan, there has been no termination or partial termination of the FAL Benefit Plan within the
meaning of Section 411(d)(3) of the IRC within the last six years, no event described in Sections
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4062 or 4063 of ERISA has occurred, all PBGC premiums have been timely paid and no liability
to the PBGC has been incurred, except for PBGC premiums not yet due.

(c) There is no matter pending (other than qualification determination
applications and filings and other required periodic filings) with respect to any of the FAL
Benefit Plans before the IRS, the Department of Labor, the PBGC or in or before any other
governmental authority.

(d) Each trust funding a FAL Benefit Plan, which trust is intended to be
exempt from federal income taxation pursuant to Section 501(c)(9) of the IRC, satisfies the
requirements of such section and has received a favorable determination letter from the IRS
regarding such exempt status and to the Knowledge of any Acquired Company has not, since
receipt of the most recent favorable determination letter, been amended or operated in any way
which would adversely affect such exempt status.

(e) With respect to any FAL Benefit Plan or any other “employee benefit
plan” as defined in Section 3(3) of ERISA which is established, sponsored, maintained or
contributed to, or to the Knowledge of the Acquired Companies, with respect to any such plan
~which has been established, sponsored, maintained or contributed to within six years prior to the
Closing Date, by the Acquired Companies or any corporation, trade, business or entity under
common control or being a part of an affiliated service group with any of the Acquired
Companies, within the meaning of Section 414(b), (c) or (m) of the IRC or Section 4001 of
ERISA (“*FAL Commonly Controlled Entity”), (i) no withdrawal liability, within the meaning of
Section 4201 of ERISA, has been incurred, which withdrawal liability has not been satisfied and
no such withdrawal liability is reasonably expected to be incurred, (ii) no liability under Title IV
of ERISA (including, but not limited to, liability to the PBGC) has been incurred by the
Acquired Companies or any FAL Commonly Controlled Entity, which liability has not been
satisfied (other than for PBGC premiums not yet due), (iii) no accumulated funding deficiency,
whether or not waived, within the meaning of Section 302 of ERISA or Section 412 of the IRC
has been incurred for which any liability is outstanding, (iv) there has been no failure to make
any contribution (including installments) to such plan required by Section 302 of ERISA and
Section 412 of the IRC which has resulted in a lien under Section 302 of ERISA or Section 412
of the IRC and for which any liability is currently outstanding, (v) to the Knowledge of any
Acquired Company, no action, omission or transaction has occurred with respect to any such
plan or any other FAL Benefit Plan which could subject any of the Acquired Companies, the
plan or trust forming a part thereof, or SUG to a material civil liability or penalty under ERISA
or other applicable laws, or a material Tax under the IRC, (vi) any such plan which is a Group
Health Plan has complied in all material respects with the provisions of Sections 601-608 of
ERISA and Section 4980B of the IRC, (vii) there are no pending or, to the Knowledge of any
Acquired Company, Threatened claims by or on behalf of any such plan or any other FAL
Benefit Plan, by any employees, former employees or plan beneficiaries covered by such plan or
otherwise by or on behalf of any person involving any such plan (other than routine non-
contested claims for benefits) which could result in a material liability to the Acquired
Companies taken as a whole, and (viii) neither the Acquired Companies nor any FAL Commonly
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Controlled Entity has engaged in, or is a successor or parent corporation to any entity or person
that has engaged in, a transaction described in Section 4069 of ERISA.

® The execution and delivery of this Agreement and the consummation of
the transactions contemplated hereby will not (i) increase the amount of benefits otherwise
payable under any FAL Benefit Plan, (ii) result in the acceleration of the time of eligibility to
participate in any FAL Benefit Plan, or any payment, exercisability, funding or vesting of any
benefit under any FAL Benefit Plan, (iii) result in any payment becoming due to or with respect
to any current or former employee, director or consultant, or (iv) result in any payment becoming
due in the event of a termination of employment or service of any employee, director or
consultant.

(g)  None of the Acquired Companies is a party to any Applicable Contract nor
has it established any policy or practice, which would require it or SUG to make a payment or
provide any other form of compensation or benefit to any Person performing (or who within the
past twelve months performed) services for any of the Acquired Companies during or upon
termination of such services which would not be payable or provided in the absence of the
consummation of the transactions contemplated by this Agreement.

(h)  Except as would affect unionized employees and/or retirees who had been
unionized employees, each FAL Benefit Plan which is an “employee welfare benefit plan,” as
such term is defined in Section 3(1) of ERISA, may be unilaterally amended or terminated in its
entirety without any liability being incurred by any of the Acquired Companies, SUG or any
Affiliate of SUG, except as to benefits accrued thereunder prior to such amendment or
termination.

1) None of the Acquired Companies has contributed nor been obligated to
contribute to any “multi-employer plan” within the meaning of Section 3(37) of ERISA within
the last six years, and none of the Acquired Companies has any outstanding liability with respect
to any such plan.

()] Section 5.18(j) of the FAL Disclosure Schedule contains a true and
complete list of each FAL Benefit Plan, and any management, employment, deferred
compensation, severance (including any payment, right or benefit resulting from a change in
control), bonus, or other contract for personal services with any current or former officer, director
or employee, any consulting contract with any person who prior to entering this such contract
was a director or officer or owner of 5% or more of the stock of any Acquired Company or
family member of any such director, officer or stockholder, or any plan, agreement, arrangement
or understanding similar to any of the foregoing. There are no outstanding options to purchase
FAL capital stock or other securities. FAL has provided to SUG a complete and correct copy of
each FAL Benefit Plan (or written summary of any unwritten FAL Benefit Plan), and with
respect to each FAL Benefit Plan, the current summary plan description, related trust agreements,
related insurance contracts, the latest IRS determination letter, the last three annual reports on
Form 5500 series (including all required schedules), and the most recent actuarial report and
annual financial statements.
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Section 5.19 Environmental Matters. Except as set forth in Section 5.19 of the FAL
Disclosure Schedule or as specifically described in the FAL SEC Documents delivered to SUG
prior to the date of this Agreement, and with such other exceptions as are not, individually or in
the aggregate, reasonably likely to have a FAL Material Adverse Effect:

(a) To the Knowledge of any Acquired Company, no Facility owned or
operated by any Acquired Company is currently, or was at any time, listed on the National
Priorities List promulgated under CERCLA, or on any comparable state list, and no Acquired
Company has received any written notification of potential or actual liability or a written request
for information from any Person under or relating to CERCLA or any comparable Legal
Requirement with respect to any Acquired Company or the Facilities;

(b) To the Knowledge of any Acquired Company, each Acquired Company
and any Person for whose conduct any Acquired Company is reasonably likely to be held
responsible, is currently and at all times has been, in material compliance with any
Environmental Law. No Acquired Company has received any Order, notice, or other
communication from (i) any Governmental Body or private citizen acting in the public interest,
or (ii) the current or prior owner or operator of any Facilities, of any violation or failure to
comply with any Environmental Law, or of any obligation to undertake or bear the cost of any
environmental cleanup, or with respect to any property or Facility at which Hazardous Materials
generated by any Acquired Company were transported for disposal;

(© There are no pending or, to the Knowledge of any Acquired Company,
Threatened claims arising under or pursuant to any Environmental Law with respect to or
affecting any of the Facilities or any other properties and assets (whether real, personal, or
mixed) in which any Acquired Company has or had a direct or indirect interest (including by
ownership or use); and

(d) FAL has delivered or made available to SUG true and complete copies and
results of any environmental site assessments, studies, analyses, tests or monitoring possessed by
any Acquired Company of which any Acquired Company has Knowledge pertaining to
Hazardous Materials or Hazardous Activities in, on or under the Facilities, or concerning
compliance by any Acquired Company or any other Person for whose conduct any Acquired
Company is reasonably likely to be held responsible, with Environmental Laws.

Section 5.20 No Material Adverse Change. Since the date of the FAL Balance Sheet,
except as specifically described in the FAL SEC Documents delivered to SUG prior to the date
of this Agreement, there has not been any FAL Material Adverse Effect, and no events have
occurred or circumstances exist that are, individually or in the aggregate, reasonably likely to
have a FAL Material Adverse Effect, except that any FAL Material Adverse Effect that results
from or relates to (a) general business or economic conditions, (b) conditions generally affecting
the industries in which the Acquired Companies compete or (c) the announcement of the
transactions contemplated by this Agreement shall be disregarded.
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Section 5.21 Brokers. No Acquired Company is a party to, or in any way obligated
under any Applicable Contract, and there are no outstanding claims against any Acquired
Company, for the payment of any broker’s or finder’s fees in connection with the origin,
negotiation, execution or performance of this Agreement.

Section 5.22 Regulatory Proceedings. Except as set forth in Section 5.22 of the FAL
Disclosure Schedule, other than purchase gas adjustment provisions, none of FAL or its
Subsidiaries all or part of whose rates or services are regulated by a Governmental Body (a) has
rates that have been or are being collected subject to refund, pending final resolution of any rate
proceeding pending before a Governmental Body or on appeal to the courts, or (b) is a party to
any rate proceeding before a Governmental Body that are, individually or in the aggregate,
reasonably likely to result in any Orders having a FAL Material Adverse Effect.

Section 5.23 Proxy Statement; Registration Statement. None of the information
supplied or to be supplied by or on behalf of the Acquired Companies in either the FAL Proxy
Statement or supplied or to be supplied by the Acquired Companies to SUG for inclusion in the
Registration Statement, will, in the case of the Registration Statement, at the effective time of the
Registration Statement, at any time the Registration Statement is amended or supplemented, at
the date the FAL Proxy Statement is first mailed to FAL’s stockholders, at any time the FAL
Proxy Statement is amended or supplemented, at the time of the FAL Meeting and at the
Effective Time, and in the case of the FAL Proxy Statement, at the date the FAL Proxy
Statement is first mailed to FAL’s stockholders, at any time the FAL Proxy Statement is
amended or supplemented and at the time of the FAL Meeting (giving effect to any documents
incorporated by reference therein), contain any untrue statement of a material fact or omit to state
any material fact required to be stated therein or necessary in order to make the statements
therein, in light of the circumstances under which they are made, not misleading. The FAL
Proxy Statement will comply as to form and in substance in all material respects with the
applicable provisions of the Exchange Act and the rules and regulations thereunder.

Section 5.24 Vote Required. Other than the approval of the Merger by the holders of
two thirds of the outstanding shares of FAL Common Stock entitled to vote on the question (the
“FAL Stockholders’ Approval”), no vote of the holders of any class or series of the capital stock
of any Acquired Company is required to approve this Agreement and the Merger.

Section 5.25 Opinion of Financial Advisor. FAL has provided SUG a copy of the
opinion of Legg Mason Wood Walker, Incorporated, dated as of the date hereof, with respect to
the Merger Consideration to be received by the holders of FAL Common Stock pursuant to the
transactions contemplated by this Agreement.

Section 5.26 Disclaimer of Representations and Warranties. EXCEPT FOR THE
REPRESENTATIONS AND WARRANTIES CONTAINED IN THIS ARTICLE V, FAL
MAKES NO OTHER REPRESENTATIONS OR WARRANTIES, EXPRESS OR IMPLIED,
AND FAL HEREBY DISCLAIMS ANY SUCH OTHER REPRESENTATIONS OR
WARRANTIES, WHETHER BY FAL, ANY SUBSIDIARY OF FAL, OR ANY OF THEIR
RESPECTIVE OFFICERS, DIRECTORS, EMPLOYEES, AGENTS OR
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REPRESENTATIVES, OR ANY OTHER PERSON, WITH RESPECT TO THIS
AGREEMENT AND THE TRANSACTIONS CONTEMPLATED HEREBY,
NOTWITHSTANDING THE DELIVERY OR DISCLOSURE TO SUG OR ANY OF ITS
DIRECTORS, OFFICERS, EMPLOYEES, AGENTS OR REPRESENTATIVES, OR ANY
OTHER PERSON, OF ANY DOCUMENTATION OR OTHER INFORMATION BY FAL,
ANY SUBSIDIARY OF FAL, OR ANY OF THEIR RESPECTIVE DIRECTORS, OFFICERS,
EMPLOYEES, AGENTS OR REPRESENTATIVES, OR ANY OTHER PERSON, WITH
RESPECT TO ANY OF THE FOREGOING.

ARTICLE VI
COVENANTS

Section 6.1  Covenants of FAL. FAL agrees to observe and perform the following
covenants and agreements:

(a) Conduct of the Business Prior to the Closing Date. With respect to the
Acquired Companies, except (i) as contemplated in this Agreement, (ii) as required by law or
regulation, or (iii) as otherwise expressly consented to in writing by SUG which consent shall not
be unreasonably withheld or delayed, prior to the Closing, FAL will cause each Acquired
Company to:

(D) Not make or permit any material change in the general nature of its
business;

) Maintain its Ordinary Course of Business in accordance with
prudent business judgment and consistent with past practice and policy, and
maintain its assets in good operating repair, order and condition, reasonable wear
and tear excepted, subject to retirements in the Ordinary Course of Business;

3) Preserve the Acquired Company as an ongoing business and use
reasonable efforts to maintain the goodwill associated with the Acquired
Company;

(4)  Preserve all of the Acquired Companies’ franchises, tariffs,
certificates of public convenience and necessity, licenses, authorizations and other
governmental rights and permits;

(5) Not enter into any material transaction or Material Contract;

(6)  Not purchase, sell, lease, dispose of or otherwise transfer or make
any contract for the purchase, sale, lease, disposition or transfer of, or subject to
lien, any of the assets of the Acquired Company other than in the Ordinary Course
of Business;
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7 Not hire any new employee unless such employee is a bona fide
replacement for a presently-filled position with the Acquired Company as of the
date hereof;

(8) Not file any material applications, petitions, motions, orders,
briefs, settlement or agreements in any material Proceeding before any
Governmental Body which involves any Acquired Company, and appeals related
thereto;

(9  Not engage in or modify, except in the Ordinary Course of
Business, any material intercompany transactions involving any other Acquired
Company;

(10) Not voluntarily change in any material respect or terminate any
insurance policies disclosed on Section 5.16(a) of the FAL Disclosure Schedule
that presently are in effect unless equivalent coverage is obtained;

(11)  Except as disclosed or specifically contemplated in this Agreement
or in Section 6.1(a)(11) of the FAL Disclosure Schedule, and with respect to
budgeted expenditures known and specifically disclosed in writing to SUG,
subject to adjustments in the Ordinary Course of Business and other deviations
(which in the aggregate shall not exceed 5% on an annualized basis during the
period from the date of this Agreement until the Closing Date), not make any
capital expenditure or capital expenditure commitment;

(12) Not make any changes in financial policies or practices, or
strategic or operating policies or practices, in each case which involve any
Acquired Company;

(13) Comply in all material respects with all applicable material Legal
Requirements and permits, including without limitation those relating to the filing
of reports and the payment of Taxes due to be paid prior to the Closing, other than
those contested in good faith;

(14)  Not adopt, amend (other than amendments that reduce the amounts
payable by SUG or any of its Subsidiaries or amendments required by law) or
assume an obligation to contribute to any FAL Benefit Plan or collective
bargaining agreement or enter into any employment, consulting, severance or
similar Contract with any Person (including without limitation, contracts with
management of any Acquired Company or any of its Affiliates that might require
payments be made upon consummation of the transactions contemplated hereby)
or amend any such existing contracts;

(15)  Except in the Ordinary Course of Business or as required by the
terms of any existing Contract, FAL Benefit Plan or collective bargaining
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agreement, not grant any increase or change in total compensation, benefits or pay
any bonus to any employee, director or consultant;

(16) Not grant or enter into or extend the term of any Contract with
respect to continued employment or service for any employee, officer, director or
consultant;

(17)  Not make any loan or advance to any Person other than to any
officer, director, stockholder or employee in the Ordinary Course of Business;

(18) Not terminate any existing gas purchase, exchange or
transportation contract necessary to supply firm gas at all city gate delivery points
or enter into any new contract for the supply, transportation, storage or exchange
of gas with respect to the Acquired Companies’ regulated gas distribution
operations or renew or extend or negotiate any existing contract providing for the
same where such contract is not terminable within sixty (60) days without
penalty;

(19)  Not amend any of its Organizational Documents; and

(20)  Subject to Section 6.1(1), not issue or assume any note, debenture
or other evidence of indebtedness which by its terms does not mature within one
year from the date of execution or issuance thereof, unless otherwise redeemable
or subject to prepayment at any time at the option of the Acquired Company on
not more than thirty (30) days notice without penalty for such redemption or
prepayment.

(b) Customer Notifications. At any time and from time to time reasonably
requested by SUG prior to the Closing Date, each Acquired Company will permit SUG at FAL’s
expense to insert preprinted single-page customer education materials into billing documentation
to be delivered to customers affected by this Agreement; provided, however, that FAL has
reviewed in advance and consented to the content of such materials, which consent shall not be
unreasonably withheld or delayed. Other means of notifying customers may be employed by
either party, at the expense of the initiating party, but in no event shall any notification be
initiated without the prior consent of the other party (which consent shall not be unreasonably
withheld or delayed).

(© Access to the Acquired Companies’ Offices, Properties and Records:
Updating Information.

¢ From and after the date hereof and until the Closing Date, the
Acquired Companies shall permit SUG and its Representatives to have, on
reasonable notice and at reasonable times, reasonable access to such of the offices,
properties and employees of the Acquired Companies, and shall disclose, and
make available to SUG and its Representatives all books, papers and records to
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the extent that they relate to the ownership, operation, obligations and liabilities of
or pertaining to the Acquired Companies, their businesses, assets and liabilities.
Without limiting the application of the Confidentiality Agreement dated October
4, 1999 between FAL and SUG (the “Confidentiality Agreement™), all documents
or information furnished by the Acquired Companies hereunder shall be subject to
the Confidentiality Agreement.

(2)  FAL will notify SUG as promptly as practicable of any significant
change in the Ordinary Course of Business or operation of any of the Acquired
Companies and of any material complaints, investigations or hearings (or
communications indicating that the same may be contemplated) by any
Governmental Body, or the institution or overt threat or settlement of any material
Proceeding involving or affecting any of the Acquired Companies or the
transactions contemplated by this Agreement, and shall use reasonable efforts to
keep SUG fully informed of such events and permit SUG’s Representatives
access to all materials prepared in connection therewith, consistent with any
applicable Legal Requirement or Contract.

(3)  As promptly as practicable after SUG’s request, FAL will furnish
such financial and operating data and other information pertaining to the Acquired
Companies and their businesses and assets as SUG may reasonably request;
provided, however, that nothing herein will obligate any of the Acquired
Companies to take actions that would unreasonably disrupt its Ordinary Course of
Business or violate the terms of any Legal Requirement or Contract to which the
Acquired Company is a party or to which any of its assets is subject in providing
such information, or to incur any costs with respect to SUG’s external auditors (or
the Acquired Companies’ external auditors in the event a report by such auditors
is requested by SUG) providing accounting services with respect to issuing an
auditor’s report required by or for SUG.

(d) Governmental Approvals; Third Party Consents. FAL will use its
reasonable best efforts to obtain all necessary consents, approvals and waivers from any Person
required in connection with the transactions contemplated hereby under any license, lease, permit
or Contract applicable to the Acquired Companies, including, without limitation, the approvals of
those Governmental Bodies and the consents of those third parties listed in Section 5.4 and
Section 5.5 of the FAL Disclosure Schedule and as required by the HSR Act.

(e) Dividends. FAL shall not, nor shall it permit any of its Subsidiaries to:
(i) declare or pay any dividends on or make other distributions in respect of any of its or their
capital stock other than (A) dividends by a wholly-owned Subsidiary to FAL or another wholly-
owned Subsidiary, or (B) regular quarterly dividends on FAL Common Stock with usual record
and payment dates that do not exceed the current rate of $0.96 per fiscal year; (ii) split, combine
or reclassify any of its capital stock or the capital stock of any Subsidiary or issue or authorize or
propose the issuance of any other securities in respect of, or in substitution for, shares of its
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capital stock or the capital stock of any Subsidiary; or (iii) redeem, repurchase or otherwise
acquire any shares of its capital stock or the capital stock of any Subsidiary other than
redemptions, repurchases and other acquisitions of shares of capital stock in connection with the
administration of employee benefit and dividend reinvestment and customer stock purchase plans
as in effect on the date hereof in the ordinary course of the operation of such plans consistent
with past practice.

® Issuance of Securities. FAL shall not, nor shall it permit any of its
Subsidiaries to, issue, agree to issue, deliver, sell, award, pledge, dispose of or otherwise
encumber or authorize or propose the issuance, delivery, sale, award, pledge, disposal or other
encumbrance of, any shares of its or their capital stock of any class or any securities convertible
into or exchangeable for, or any rights, warrants or options to acquire, any such shares or
convertible or exchangeable securities, other than as provided for in the FAL Benefit Plans, and
its dividend reinvestment plan in effect as of the date hereof.

(g) Accounting. FAL shall not, nor shall it permit any of its Subsidiaries to,
make any changes in their accounting methods, principles or practices except as required by law,
rule, regulation or GAAP.

(h)  No Shopping.

(1) FAL shall not, and shall not authorize or permit any of its (or any
of its Subsidiaries’) officers, directors, agents, financial advisors, attorneys,
accountants or other Representatives to, directly or indirectly, solicit, initiate or
encourage submission of proposals or offers from any Person relating to, or that
could reasonably be expected to lead to, a Business Combination or participate in
any negotiations or discussions regarding, or furnish to any other Person any
information with respect to, or otherwise cooperate in any way with, or assist or
participate in, facilitate or encourage, any effort or attempt by any other Person to
do or seek a Business Combination; provided, however, that, prior to the FAL
Stockholders’ Approval, FAL may, in response to an unsolicited written proposal
from a third party with respect to a Business Combination that FAL’s Board of
Directors determines, in its good faith judgment, after consultation with and the
receipt of the advice of its financial advisor and outside counsel with customary
qualifications, is a Superior Proposal, (i) furnish information to, and negotiate,
explore or otherwise engage in substantive discussions with such third party, only
if FAL’s Board of Directors determines, in its good faith judgment after
consultation with its financial advisors and outside legal counsel, that it is
reasonably necessary in order to comply with its fiduciary duties under applicable
law and (ii) take and disclose to FAL’s stockholders a position with respect to
another Business Combination proposal, or amend or withdraw such position,
pursuant to Rule 14d-9 and 14e-2 under the Exchange Act, or make such
disclosure to FAL’s stockholders which in the good faith judgment of FAL’s
Board of Directors is required by applicable law, based on the advice of its
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outside counsel. Prior to furnishing any non-public information to, entering into
negotiations with or accepting a Superior Proposal from such third party, FAL
will (i) provide written notice to SUG to the effect that it is furnishing information
to or entering into discussions or negotiations with such third party and
(i) receive from such third party an executed confidentiality agreement containing
substantially the same terms and conditions as the Confidentiality Agreement.
FAL will immediately cease and cause to be terminated any existing solicitation,
initiation, encouragement, activity, discussion or negotiations with any parties
conducted heretofore by FAL or any of its representatives with respect to any
Business Combination.

(2)  Except as expressly permitted by this Section 6.1(h), neither the
FAL Board of Directors nor any committee thereof may, (i) withdraw or modify,
or propose publicly to withdraw or modify, in a manner adverse to SUG, the
approval or recommendation by such Board of Directors or such committee of the
Merger or this Agreement, (ii) approve or recommend, or propose publicly to
approve or recommend, a Business Combination or (iii) cause FAL to enter into
any letter of intent, agreement in principle, acquisition agreement or other similar
agreement related to any Business Combination. Notwithstanding the foregoing,
prior to the time at which the FAL Stockholders’ Approval has been obtained, in
response to an unsolicited Business Combination proposal from a third party, if
FAL’s Board of Directors determines, in its good faith judgment, after
consultation with and the receipt of the advice of its financial advisor and outside
counsel with customary qualifications, that such proposal is a Superior Proposal

and that failure to do any of the actions set forth in clauses (i), (ii) or (iii) above -

would create a reasonable possibility of a breach of the fiduciary duties of FAL’s
Board of Directors under applicable law, FAL’s Board of Directors may
(i) withdraw or modify its approval or recommendation of the Merger or this
Agreement, approve or recommend a Business Combination or cause FAL to
enter into a Business Combination and (ii) negotiate with a third party with
respect to such Business Combination proposal and, subject to FAL having paid
to SUG the fees described in Section 8.3(a) hereof and having entered into a
definitive agreement with respect to such Business Combination proposal,
terminate this Agreement; provided, however, that prior to entering into a
definitive agreement with respect to a Business Combination proposal, FAL shall
give SUG at least five (5) day’s notice thereof, and shall cause its Representatives
to, negotiate with SUG to make such adjustments in the terms and conditions of
this Agreement as would enable FAL to proceed with the transactions
contemplated herein on such adjusted terms; provided, further, that if FAL and
SUG are unable to reach an agreement on such adjustments within five (5) days
after such notice from FAL, FAL may enter into such definitive agreement,
subject to the provisions of Article VIII.
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3) FAL shall notify SUG orally and in writing of any such inquiries,
offers or proposals (including, without limitation, the material terms and
conditions of any such offer or proposal and the identity of the Person making it),
within one business day of the receipt thereof, shall use all reasonable efforts to
keep SUG informed of the status and details of any such inquiry, offer or proposal
and shall give SUG two (2) days advance notice of the first delivery of non-public
information to such Person. If any such inquiry, offer or proposal is in writing,
FAL shall promptly deliver to SUG a copy of such inquiry, offer or proposal.

4) For purposes of this Agreement, (i) “Business Combination”
means (other than the transactions contemplated or permitted by this Agreement)
(A) a merger, consolidation or other business combination, share exchange, sale
of shares of capital stock, tender offer or exchange offer or similar transaction
involving FAL or any of its Subsidiaries, (B) acquisition in any manner, directly
or indirectly, of a material interest in any capital stock of, or a material equity
interest in a substantial portion of the assets of, FAL or any of its Subsidiaries,
including any single or multi-step transaction or series of related transactions that
is structured to permit a third party to acquire beneficial ownership of a majority
or greater equity interest in FAL or any of its Subsidiaries, or (C) the acquisition
in any manner, directly or indirectly, of any material portion of the business or
assets (other than immaterial or insubstantial assets or inventory in the Ordinary
Course of Business) of FAL or any of its Subsidiaries and (i1) “Superior Proposal”
means a proposed Business Combination involving at least 50% of the shares of
capital stock or a material portion of the assets of FAL that FAL’s Board of
Directors determines, after consulting with FAL’s financial advisors and outside
counsel, is financially superior to the transactions contemplated hereby and it
appears that the party making the proposal is reasonably likely to have the funds
necessary to consummate the Business Combination.

(1) Solicitation of Proxies; FAL Proxy Statement. Subject to Section 6.1(h),

FAL shall use its reasonable best efforts to solicit from its stockholders proxies in favor of the
Merger and shall take all other action necessary or, in the reasonable opinion of SUG, advisable
to secure the FAL Stockholders’ Approval.
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o FAL Stockholders’ Approval.

1) Subject to the provisions of Section 6.1(h) and Section 6.1()(2),
FAL shall, as soon as reasonably practicable after the date hereof (i) take all steps
necessary to duly call, give notice of, convene and hold a meeting of its
stockholders (including all adjournments thereof, the “FAL Meeting”) for the
purpose of securing the FAL Stockholders’ Approval, (ii) distribute to its
stockholders the FAL Proxy Statement in accordance with applicable federal and
state law and with its Organizational Documents, (iii) subject to the fiduciary
duties of its Board of Directors, recommend to its stockholders the approval and
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adoption of this Agreement and the transactions contemplated hereby and (iv)
cooperate and consult with SUG with respect to each of the foregoing matters.

2 The FAL Meeting for the purpose of securing the FAL
Stockholders’ Approval, including any adjournments thereof, will be held on such
date or dates as FAL and SUG mutually determine.

(k)  Rule 145 Letters. FAL shall promptly identify to SUG all officers and
directors of any Acquired Company and any other persons who are “affiliates” within the
meaning of such term as used in Rule 145 under the Securities Act (“Rule 145 Affiliates”), and
FAL shall use its reasonable efforts to provide to SUG undertakings from such persons (“Rule
145 Letters™) to the effect that no disposition of shares of SUG Common Stock received in the
Merger will be made by such persons except within the limits and in accordance with the
applicable provisions of said Rule 145, as amended from time to time, or except in a transaction
which, in the opinion of legal counsel satisfactory to SUG, is exempt from registration under the
Securities Act.

¢)) Financing Activities. FAL shall, and shall cause its Subsidiaries to,
cooperate, to the fullest extent commercially reasonable and practicable, with SUG’s requests
with respect to refinancing by the Acquired Companies of the current maturities of any of their
indebtedness, and any repurchase, redemption or prepayment by any of the Acquired Companies
of any of its indebtedness that may be required prior to or because of the Merger or that SUG
may request that the Acquired Companies effect prior to the Merger, so as to permit SUG to have
the maximum opportunity to refinance, on or promptly after the Closing Date without any
penalty except as may be due pursuant to the terms of the Acquired Companies’ indebtedness as
in effect on the date of this Agreement, any of the Acquired Companies’ indebtedness
outstanding on the Closing Date; provided, however, that no Acquired Company shall be
required to consummate prior to the Effective Time any such refinancing, repurchase,
redemption or repayment requested by SUG.

(m) FAL Disclosure Schedule. On the date hereof, FAL has delivered to SUG
the FAL Disclosure Schedule, accompanied by a certificate signed by an executive officer of
FAL stating the FAL Disclosure Schedule is being delivered pursuant to this Section 6.1(m). The
FAL Disclosure Schedule constitutes an integral part of this Agreement and modifies the
representations, warranties, covenants or agreements of FAL contained herein to the extent that

such representations, warranties, covenants or agreements expressly refer to the FAL Disclosure
Schedule.

(n) FAL Bondholders’ Consent. FAL shall use its reasonable best efforts to
obtain consents from all holders of each series of First Mortgage Bonds issued and outstanding
under the Indenture of First Mortgage, dated as of December 1, 1952, between FAL and State
Street Bank and Trust Company, successor in interest to the First National Bank of Boston,
successor by merger to Old Colony Trust Company, as Trustee, as amended or supplemented
from time to time, to such amendments to such Indenture as requested by SUG.
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Section 6.2  Covenants of SUG. SUG agrees to observe and perform the following
covenants and agreements:

(a) Governmental Approvals; Third Party Consents. SUG will use its
reasonable best efforts at SUG’s sole expense to obtain all necessary consents, approvals and
waivers from any Person required in connection with the transactions contemplated hereby under
any license, lease, permit, Contract or agreement applicable to SUG, including, without
limitation, the approvals of those Governmental Bodies and the consents of those third parties
listed in Section 4.5 of the SUG Disclosure Schedule and as required by the HSR Act.

(b)  Employees; Benefits. With respect to the employees (excluding unionized
employees) listed in Section 5.17(a) of the FAL Disclosure Schedule (or their successors
employed pursuant to Section 6.1(a)(7) above) (the “Employees”), except as otherwise specified
herein, SUG agrees as follows:

(1) During the 12 months immediately following the Closing Date, to
make available to the Employees who continue their service with the Surviving
Corporation or any Subsidiary of the Surviving Corporation employee benefit
plans or arrangements that are no less favorable, in the aggregate, than the FAL
Benefit Plans listed in Section 5.18(j) of the FAL Disclosure Schedule offered to
the Employees immediately prior to the date of this Agreement.

2) For purposes of eligibility, vesting and benefit accrual under all
benefit plans provided to the Employees after the Closing Date, SUG will
recognize the tenure of employment, as recognized by the Acquired Companies as
of the Closing Date.

3) All vacation time earned by the Employees prior to the Closing
Date must be taken by the end of the calendar year in which the Closing Date
occurs, except where the Employee is requested by FAL or SUG to forego their
vacation for business-related reasons. For purposes of awarding vacation time at
the beginning of each calendar year following the Closing Date, SUG will
recognize the tenure of employment, as recognized by the Acquired Company as
of the Closing Date.

(c) Blue Sky Permits. SUG shall use its reasonable best efforts to obtain,
prior to the effective date of the Registration Statement, all necessary state securities laws or
“blue sky” permits and approvals required to carry out the transactions contemplated by the
Agreement, and will pay all expenses incident thereto.

(d) Listing Application. Prior to the Closing, SUG shall cause the shares of
SUG Common Stock constituting the Stock Consideration to be listed on the NYSE, subject to
official notice of issuance thereof.
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(e) Collective Bargaining Agreements. At the Effective Time, SUG agrees to
assume all collective bargaining agreements covering employees of any Acquired Company, and
shall discharge when due any and all liabilities of any Acquired Company under such collective
bargaining agreements relating to periods after the Effective Time.

® SUG Disclosure Schedule. On the date hereof, SUG has delivered to FAL
the SUG Disclosure Schedule, accompanied by a certificate signed by an executive officer of
SUG stating that the SUG Disclosure Schedule is being delivered pursuant to this Section 6.2(f).
The SUG Disclosure Schedule constitutes an integral part of this Agreement and modifies the
representations, warranties, covenants or agreements of SUG contained herein to the extent that

such representations, warranties, covenants or agreements expressly refer to the SUG Disclosure
Schedule.

(2) Conduct of the Business Prior to the Closing Date. Except (i) as
contemplated in this Agreement, (ii) in connection with the transactions contemplated by the PEI
Merger Agreement, (iii) as required by law or regulation or (iv) as otherwise expressly consented
to in writing by FAL which consent will not be unreasonably withheld or delayed, prior to the
Closing, SUG will:

(1) Not make or permit any material change in the general nature of its
business;

(2)  Maintain its present operations in the Ordinary Course of Business
in accordance with prudent business judgment and consistent with past practice
and policy, and maintain its assets in good repair, order and condition, reasonable
wear and tear excepted, subject to retirements in the Ordinary Course of Business;

3) Preserve SUG as an ongoing business and use reasonable efforts to
maintain the goodwill associated with SUG; and

“) Preserve all of SUG’s franchises, tariffs, certificates of public
convenience and necessity, licenses, authorizations and other governmental rights
and permits. ‘

(h)  Access to SUG’s Offices, Properties and Records; Updating Information.

(D From and after the date hereof and until the Closing Date, SUG
and its Subsidiaries shall permit FAL and its Representatives to have, on
reasonable notice and at reasonable times, reasonable access to such of the offices,
properties and employees of SUG and its Subsidiaries, and shall disclose, and
make available to FAL and its Representatives all books, papers and records to the
extent that they relate to the ownership, operation, obligations and liabilities of or
pertaining to SUG, its Subsidiaries and their respective businesses and assets.
Without limiting the application of the Confidentiality Agreement, all documents
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or information furnished by SUG and its Subsidiaries hereunder shall be subject
to the Confidentiality Agreement.

2) SUG will notify FAL as promptly as practicable of any significant
change in the Ordinary Course of Business or operation of SUG or any of its
Subsidiaries and of any material complaints, investigations or hearings (or
communications indicating that the same may be contemplated) by any
Governmental Body, or the institution or overt threat or settlement of any material
Proceeding involving or affecting SUG or any of its Subsidiaries or the
transactions contemplated by this Agreement, and shall use reasonable efforts to
keep FAL fully informed of such events and permit FAL’s Representatives access
to all materials prepared in connection therewith consistent with any applicable
Legal Requirement or Contract.

Section 6.3 Additional Agreements.

(a) The Registration Statement and the FAL Proxy Statement. As soon as
practicable after the date hereof, FAL and SUG shall take such reasonable steps as are necessary
for the prompt preparation and filing with the SEC of (i) the FAL Proxy Statement by FAL and
(i1) the Registration Statement, which will include certain information contained in the FAL
Proxy Statement, by SUG. The foregoing shall include without limitation: (i) obtaining and
furnishing the information required to be included therein, (ii) after consultation between FAL
and SUG, responding promptly to any comments made by the SEC with respect to the FAL
Proxy Statement and the Registration Statement and any amendments and preliminary version
thereof and (iii) causing the Registration Statement to become effective, and the FAL Proxy
Statement to be mailed to FAL’s stockholders at the earliest practicable date. FAL agrees, as to
information with respect to FAL, its officers, directors, stockholders and Subsidiaries contained
in the Registration Statement and the FAL Proxy Statement, and SUG agrees, as to information
with respect to SUG, its officers, directors, stockholders and Subsidiaries contained in the
Registration Statement and the FAL Proxy Statement, that such information, in the case of the
FAL Proxy Statement at the time of the mailing of the FAL Proxy Statement and (as then
amended or supplemented) at the time of the FAL Meeting, or in the case of the Registration
Statement at the time of the mailing of the FAL Proxy Statement (as then amended or
supplemented), at the time of the FAL Meeting and at the effective time of the Registration
Statement, will not contain any untrue statement of material fact required to be stated therein or
necessary in order to make the statements therein, in light of the circumstances under which they
are made, not misleading. No representation, warranty, covenant or agreement is made by or on
behalf of FAL with respect to information supplied by any other Person for inclusion in the FAL
Proxy Statement or the Registration Statement. No representation, warranty, covenant or
agreement is made by or on behalf of SUG with respect to information supplied by any other
Person for inclusion in the FAL Proxy Statement or the Registration Statement. No filing of, or
amendment or supplement to, the FAL Proxy Statement or the Registration Statement shall be
made by any party hereto without providing the other party with the opportunity to review and
comment thereon (except for any ongoing SEC reporting required of SUG or FAL that will be
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incorporated by reference). If at any time prior to the Effective Time any information relating to
any party hereto or any of their respective officers, directors, stockholders or Subsidiaries, should
be discovered by any party hereto which should be set forth in an amendment or supplement to
the FAL Proxy Statement or the Registration Statement so that the FAL Proxy Statement or the
Registration Statement would not include any untrue statement of a material fact or omit to state
any material fact necessary to make the statements therein, in light of the circumstances under
which they were made, not misleading, the party which discovers such information shall
promptly notify the other party hereto and an appropriate amendment or supplement describing
such information shall be promptly prepared, filed with the SEC and, to the extent required by
law, disseminated to the stockholders of FAL, as may be necessary.

(b) Further Assurances. Each of SUG and FAL agrees, and FAL agrees to
cause its Subsidiaries, to take all such reasonable and lawful action as may be necessary or
appropriate in order to effectuate the Merger in accordance with this Agreement as promptly as
possible. If, at any time after the Effective Time, any such further action is necessary or
desirable to carry out the purpose of this Agreement and to vest the Surviving Corporation with
full right, title and possession to all assets, property, rights, privileges, powers and franchises of
the Acquired Companies, the officers and directors of the Surviving Corporation will be fully
authorized to take, and will take, all such lawful and necessary action.

©) Financial Statements to be Provided. Upon SUG’s request, FAL shall
(1) provide to SUG audited and unaudited financial statements required to be included in the
proxy statements and the registration statement contemplated by the PEI Merger Agreement and
(ii) cause its independent accountants to deliver to SUG and PEI the required consents in
connection therewith.

ARTICLE VII
CONDITIONS

Section 7.1  Conditions to SUG’s Obligation to Effect the Merger. The obligation
of SUG to effect the transactions contemplated by this Agreement shall be subject to fulfillment
at or prior to the Closing of the following conditions:

(a) Representations and Warranties True as of the Closing Date. FAL’s
representations and warranties in this Agreement shall have been accurate in all material respects
as of the date of this Agreement and shall be accurate in all material respects as of the Closing
Date as if made on the Closing Date; provided, however, that any such representation or warranty
that is qualified by any standard of materiality (including, but not limited to, FAL Material
Adverse Effect) shall have then been, and shall then be, accurate in all respects.

(b) Compliance with Agreements. The covenants, agreements and conditions
required by this Agreement to be performed and complied with by any of the Acquired
Companies shall have been performed and complied with in all material respects prior to or at the
Closing Date.
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(c) Certificate. FAL shall execute and deliver to SUG a certificate of an
authorized officer of FAL, dated the Closing Date, stating that the conditions specified in
Sections 7.1(a) and 7.1(b) of this Agreement applicable to the Acquired Companies have been
satisfied.

(d Governmental Approvals. All approvals, consents, opinions or rulings of
all Governmental Bodies required in order to consummate the transactions contemplated hereby
shall have been obtained by Final Order in such form as is, and with no conditions that are,
individually or in the aggregate, reasonably likely to have a FAL Material Adverse Effect or a
material adverse effect on the business, operations, properties, financial condition or results of
operations of the Surviving Corporation, or which would otherwise, in the reasonable
determination of SUG, be unduly burdensome to the Surviving Corporation or any of its
Affiliates. In addition, and without limitation of the condition set forth in the immediately
preceding sentence, the Massachusetts Department of Telecommunications and Energy shall
have resolved, by means of a Final Order, the manner in which the Surviving Corporation as a
whole and its operating division in Massachusetts will be regulated under Chapter 164 of the
Massachusetts General Laws, and such resolution shall be acceptable to SUG in its sole
discretion. The applicable waiting period under the HSR Act with respect to the transactions
contemplated hereby shall have expired or have been terminated.

(e) Third Party Consents. Each of the consents required under Section 5.4 of
this Agreement shall have been obtained to the reasonable satisfaction of SUG, other than any
such consents which, if not obtained, are not, individually or in the aggregate, reasonably likely
to result in a FAL Material Adverse Effect after the Closing. In addition, all consents and
approvals required, under the terms of any note, bond or indenture listed in Section 5.4 of the
FAL Disclosure Schedule to which any of the Acquired Companies is a party, shall have been
obtained. ’

® Injunctions. On the Closing Date, there shall be no Orders which operate
to restrain, enjoin or otherwise prevent the consummation of this Agreement or the Merger.

() Resignations. Each director of each Acquired Company shall resign any
position as a director of an Acquired Company effective as of the Closing Date in accordance
with such Acquired Company’s Organizational Documents and applicable provisions of the
MBCL; provided, however, that such resignations shall not cause the termination of any such
Person’s employment as an employee of an Acquired Company or reduce any such employee’s
then current level of compensation.

(h) Opinion of Tax Counsel. On the Closing Date, SUG shall have received
from Hughes Hubbard & Reed LLP, counsel to SUG, an opinion to the effect that the Merger
will constitute a “reorganization” within the meaning of IRC Section 368(a)(1)(A), and that no
gain or loss will be recognized by SUG or FAL with respect to the Merger.

(1) FAL Stockholders’ Approval. The FAL Stockholders’ Approval shall
have been obtained.
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)] Appraisal Rights. Demand for payment for shares and appraisal thereof by
stockholders of FAL in accordance with the MBCL with respect to the Merger shall not equal or
exceed 5 percent of the shares of FAL Common Stock entitled to vote on the Merger.

(k)  Rule 145 Letters. Each Rule 145 Affiliate shall have executed and
delivered to SUG a Rule 145 Letter, in form and substance reasonably satisfactory to SUG and
its counsel.

¢}) Registration Statement. The Registration Statement shall have become
effective, no stop order suspending the effectiveness of the Registration Statement shall have
been issued and no proceedings for that purpose shall have been initiated or threatened by the
SEC.

(m) Listing of SUG Common Stock. The shares of SUG Common Stock
constituting the Stock Consideration shall have been authorized for listing, upon official notice
of issuance, on the NYSE.

(n) FAL Bondholders’ Consent. All holders of each series of First Mortgage
Bonds issued and outstanding under the Indenture of First Mortgage, dated as of December 1,
1952, between FAL and State Street Bank and Trust Company, successor in interest to the First
National Bank of Boston, successor by merger to Old Colony Trust Company, as Trustee, as
amended or supplemented from time to time, shall have consented to such amendments to such
Indenture as requested by SUG.

Section 7.2  Conditions to FAL’s Obligations to Effect the Merger. The obligation
of FAL to effect the transactions contemplated by this Agreement shall be subject to fulfillment
at or prior to the Closing of the following conditions:

(a) Representations and Warranties True as of the Closing Date. SUG’s
representations and warranties in this Agreement shall have been accurate in all material respects
as of the date of this Agreement and shall be accurate in all material respects as of the Closing
Date as if made on the Closing Date; provided, however, that any such representation or warranty
that is qualified by any standard of materiality (including, but not limited to, SUG Material
Adverse Effect) shall have then been, and shall then be, accurate in all respects.

(b) Compliance with Agreements. The covenants, agreements and conditions
required by this Agreement to be performed and complied with by SUG shall have been
performed and complied with in all material respects prior to or at the Closing Date.

© Certificate. SUG shall execute and deliver to FAL a certificate of an
authorized officer of SUG, dated the Closing Date, stating that the conditions specified in
Sections 7.2(a) and 7.2(b) of this Agreement applicable to SUG have been satisfied.

(d) Governmental Approvals. All approvals, consents, opinions or rulings of

all Governmental Bodies required in order to consummate the transactions contemplated hereby
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shall have been obtained by Final Order in such form as is, and with no conditions that are,
individually or in the aggregate, reasonably likely to have a material adverse effect on the
business, operations, properties, financial condition or results of operations of the Surviving
Corporation. The applicable waiting period under the HSR Act with respect to the transactions
contemplated hereby shall have expired or have been terminated.

(e) Injunctions. On the Closing Date, there shall be no Orders which operate
to restrain, enjoin or otherwise prevent the consummation of this Agreement or the Merger.

® Opinion of Counsel. On the Closing Date, FAL shall have received from
Rich, May, Bilodeau & Flaherty, P.C., counsel to FAL, an opinion to the effect that the Merger
will be treated for federal income tax purposes as a “reorganization” within the meaning of IRC
Section 368(a), and that no gain or loss will be recognized for federal income tax purposes by the
stockholders of FAL who receive SUG Common Stock in the Merger upon their receipt of the
Merger Consideration, except that any realized gain will be recognized to the extent of the
amount of cash received (including cash in lieu of the fractional shares).

(g)  FAL Stockholders’ Approval. The FAL Stockholders’ Approval shall
have been obtained.

(h) Registration Statement. The Registration Statement shall have become
effective, no stop order suspending the effectiveness of the Registration Statement shall have
been issued and no proceedings for that purpose shall have been initiated or threatened by the
SEC.

(i) Listing of SUG Common Stock. The shares of SUG Common Stock
constituting the Stock Consideration shall have been authorized for listing, upon official notice
of issuance, on the NYSE.

ARTICLE VIII
TERMINATION

Section 8.1 Termination Rights. This Agreement may be terminated in its entirety at
any time prior to the Closing:

(a) By the mutual written consent of SUG and FAL;

(b) By FAL, on the one hand, or SUG, on the other hand, in writing if there
shall be in effect a non-appealable order of a court of competent jurisdiction prohibiting the
consummation of the Merger in accordance with this Agreement;

(c) By FAL, by written notice to SUG, if there is a breach of any
representation, warranty, covenant or agreement of SUG, which breach cannot be cured and
would cause the conditions set forth in Section 7.2(a) or (b) to be incapable of being satisfied;
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(d By SUG, by written notice to FAL, if there is a breach of any
representation, warranty, covenant or agreement of FAL, which breach cannot be cured and
would cause the conditions set forth in Section 7.1(a) or (b) to be incapable of being satisfied;

(e) By FAL, by written notice to SUG in accordance with Section 6.1(h)(2);
provided, however, that the termination described in this clause (e) shall not be effective unless
and until FAL shall have paid SUG the fee described in Section 8.3(a) and FAL has substantially
contemporaneously entered into a definitive agreement with respect to the proposed Business
Combination;

® By FAL, by written notice to SUG, if the FAL Stockholders’ Approval is
not obtained at the FAL Meeting or by SUG, by written notice to FAL, if the FAL Stockholders’
Approval is not obtained at the FAL Meeting; provided, however, that there has not been a
material misrepresentation or a material breach of covenant, warranty or agreement contained
herein on the part of the party asserting its right to terminate pursuant to this Section 8.1(f);

(2) By SUG, by written notice to FAL, if the Board of Directors of FAL or
any committee thereof (i) withdraws or modifies, or proposes publicly to withdraw or modify, in
a manner adverse to SUG, the approval or recommendation by the Board of Directors or such
committee of the Merger or this Agreement, (ii) approves or recommends, or proposes publicly
to approve or recommend, a Business Combination, (iii) causes FAL to enter into a definitive
agreement related to any Business Combination or (iv) resolves to take any of the actions
specified in clause (i), (ii) and (iii) above;

(h) By SUG, by written notice to FAL, if a third party, including a group (as
defined under the Exchange Act) acquires securities representing greater than 50% of the voting
power of the outstanding voting securities of FAL; or

@) By FAL, by written notice to SUG, if the Average Trading Price of the
SUG Common Stock as of the Closing is lower than $15.00.

)] By either party in writing at any time after 5:00 p.m., Eastern Time, on
October 15, 2000 (the “Initial Termination Date”), if the Closing has not occurred prior thereto;
provided, however, that the right to terminate this Agreement under this Section 8.1 (3) will not be
available to any party that is in material breach of its representations, warranties, covenants or
agreements contained herein; and provided, further, that if on the Initial Termination Date (i) the
conditions to closing set forth in Sections 7.1(d) and 7.2(d) shall not have been fulfilled or
(i) any approval or authorization of any Governmental Body required in connection with the
consummation of the Merger shall have not been obtained and such approval or authorizations
shall not have become a Final Order, but all other conditions to Closing shall be fulfilled or shall
be capable of being fulfilled, then the Initial Termination Date will be extended to February 28,
2001.

Section 8.2  Effect of Termination. If this Agreement is terminated pursuant to
Section 8.1, this Agreement shall be of no further force and effect and there shall be no further
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liability hereunder on the part of any party or its Affiliates, directors, officers, stockholders,
agents or other Representatives; provided, however, that (i) any fee payable under Section 8.3(a)
is paid to SUG and (ii) no such termination shall relieve any party of liability for any claims,
damages or losses suffered by the other party as a result of the negligent or willful failure of a
party to perform any obligations required to be performed by it hereunder on or prior to the date
of termination. Notwithstanding anything to the contrary contained herein, the provisions of
Section 8.2, Sections 10.1 through 10.6 and Sections 10.8 through 10.11 of this Agreement shall
survive any termination of this Agreement.

Section 8.3 Termination Fee; Expenses.

(a) Termination Fee. If this Agreement is terminated pursuant to Section
8.1(e), 8.1(g) or 8.1(h), then FAL shall pay to SUG promptly (but not later than five business
days after notice is received from FAL) an amount equal to $1.5 million in cash. :

(b) Expenses. The parties agree that the agreements contained in this Section
8.3 are an integral part of the transactions contemplated by this Agreement and constitute
liquidated damages and not a penalty. Notwithstanding anything to the contrary contained in this
Section 8.3, if FAL fails to pay promptly to SUG the fee due under Section 8.3(a), in addition to
any amounts paid or payable pursuant to Section 8.3(a), FAL shall pay the costs and expenses
(including legal fees and expenses) in connection with any action, including the filing of any
lawsuit or other legal action, taken to collect payment, together with interest on the amount of
any unpaid fee calculated using an annual percentage rate of interest equal to the prime rate
published in the Wall Street Journal on the date (or preceding business day if such date is not a
business day) such fee was required to be paid, compounded on a daily basis using a 360-day
year.

ARTICLE IX
INDEMNIFICATION; REMEDIES

Section 9.1  Directors’ and Officers’ Indemnification.

(a) Indemnification and Insurance. For a period of six years after the
Effective Time, the Surviving Corporation will indemnify and hold harmless the present and
former officers and directors of FAL and its Subsidiaries (the “Indemnified Parties”) in respect of
acts or omissions occurring prior to the Effective Time to the extent provided under FAL’s
articles of organization and bylaws in effect on the date hereof; provided, however, that if any
claim or claims are asserted or made within such six-year period, all rights to indemnification in
respect of such claims shall continue until the final disposition of any and all such claims. For
six years after the Effective Time, the Surviving Corporation will use its reasonable best efforts
to provide officers’ and directors’ liability insurance in respect of acts or omissions occurring
prior to the Effective Time covering each such person currently covered by FAL’s officers’ and
directors’ liability insurance policy on terms with respect to coverage and amount no less
favorable than those of such policy in effect on the date hereof; provided, however, that in
satisfying its obligation under this Section, if the annual premiums of such insurance coverage
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exceed 200% of the previous year’s premiums, the Surviving Corporation will be obligated to
obtain a policy with the best coverage available, in the reasonable judgment of the Board of
Directors of the Surviving Corporation for a cost not exceeding such amount.

(b) Successors. In the event the Surviving Corporation or any of its
successors or assigns (i) consolidates with or merges into any other Person and is not the
continuing or surviving corporation or entity of such consolidation or merger or (ii) transfers all
or substantially all of its properties and assets to any Person, then and in either such case, proper
provisions must be made so that the successors and assigns of the Surviving Corporation will
assume the obligations set forth in this Section 9.1.

(c) Survival of Indemnification. To the fullest extent permitted by law, from
and after the Effective Time, all rights to indemnification as of the date hereof in favor of the
employees, agents, directors and officers of any Acquired Company with respect to their
activities as such prior to the Effective Time, as provided in their respective Organizational
Documents in effect on the date hereof, or otherwise in effect on the date hereof, will survive the
Merger and will continue in full force and effect except for amendments to make changes
permitted by law that would enhance the rights of past or present officers and directors to
indemnification or advancement of expenses in respect of acts or omissions occurring prior to the
Effective Time for a period of not less than six years from the Effective Time (or, in the case of
matters occurring prior to the Effective Time which have not been resolved prior to the sixth
anniversary of the Effective Time, until such matters are finally resolved).

Section 9.2  Representations and Warranties. Each and every representation and
warranty of either party shall expire at, and be terminated and extinguished with, the Effective
Time. :

ARTICLE X
GENERAL PROVISIONS

Section 10.1 Expenses. Each of the parties will pay all costs and expenses of its
performance of and compliance with this Agreement, except (i) as provided in Section 8.3 and as
expressly provided otherwise herein, (ii) FAL shall pay all fees and expenses of counsel for FAL,
(iif) SUG will pay all real estate transfer taxes and real estate recording fees, if any, including
expenses of counsel associated with real estate title, transfer and recording issues in connection
with the Merger, and all filing and application fees paid to Governmental Bodies in connection
with the Merger and (iv) SUG and FAL will each pay half of the combined costs of printing and
mailing to the FAL stockholders the prospectus that is a part of the Registration Statement and
the FAL Proxy Statement.

Section 10.2 Notices. All notices, requests and other communications hereunder shall
be in writing and shall be deemed to have been given upon receipt if either (a) personally
delivered, (b) sent by prepaid first class mail, and registered or certified and a return receipt
requested or (c) by facsimile telecopier with completed transmission acknowledged:
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or at such other address or number as shall be given in writing by a party to the other parties.

W6-NY992090.199
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if to SUG, to:

Southern Union Company
504 Lavaca Street, Suite 800
Austin, Texas 78701
Attention: Peter H. Kelley
President and Chief Operating Officer
Telecopier:  (512) 477-3879

with a copy to:

Pennsylvania Enterprises, Inc.
One PEI Center
Wilkes-Barre, Pennsylvania 18711-0601
Attention: Thomas F. Karam
President and Chief Executive Officer
Telecopier:  (570) 829-8900

and

Hughes Hubbard & Reed LLP
One Battery Park Plaza

-New York, New York 10004

Attention: Garett J. Albert
Telecopier:  (212) 422-4726

if to FAL, to:

Fall River Gas Company
155 North Main Street
Fall River, Massachusetts 02722
Attention: Bradford J. Faxon
President and Chief Executive Officer
Telecopier:  (508) 675-7811

with a copy to:

Rich, May, Bilodeau & Flaherty, P.C.
176 Federal Street

Boston, Massachusetts 02110
Attention: Eric J. Krathwohl
Telecopier:  (617) 556-3889
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Section 10.3 Assignment. This Agreement may not be assigned by any party hereto
without the prior written consent of the other parties hereto. Any assignment in violation of the
terms of this Agreement shall be null and void ab initio.

Section 10.4 Successor Bound. Subject to the provisions of Section 10.3, this
Agreement shall be binding upon and inure to the benefit of the parties hereto and their
respective successors and permitted assigns.

Section 10.5 Governing Law; Forum; Consent to Jurisdiction. This Agreement
shall be construed in accordance with and governed by the laws of the State of New York except
to the extent that the terms and consummation of the Merger are subject to the DGCL or the
MBCL in which case such laws shall govern. Each party to this Agreement hereby irrevocably
and unconditionally (i) consents to submit to the exclusive jurisdiction of the federal courts of the
Southern District of New York in the county of New York and the borough of Manhattan and the
Jurisdiction of the federal courts of the District of Massachusetts in the county of Suffolk and the
city of Boston for any proceeding arising in connection with this Agreement (and each such party
agrees not to commence any such proceeding, except in such courts), (ii) to the extent such party
is not a resident of the State of New York or the Commonwealth of Massachusetts, agrees to
appoint agents in the State of New York and the Commonwealth of Massachusetts as such
party’s agents for acceptance of legal process in any such proceeding against such party with the
same legal force and validity as if served upon such party personally within the State of New
York or the Commonwealth of Massachusetts, respectively, and to notify promptly each other
party hereto of the name and address of each such agent, (iii) waives any objection to the laying
of venue of any such proceeding in the federal courts of the Southern District of New York in the
county of New York and the borough of Manhattan or the federal courts of the District of
Massachusetts in the county of Suffolk and the city of Boston, and (iv) waives, and agrees not to
plead or to make, any claim that any such proceeding brought in any federal court of the
Southern District of New York or the District of Massachusetts has been brought in an improper
or otherwise inconvenient forum.

Section 10.6 Waiver of Trial By Jury. EACH PARTY TO THIS AGREEMENT
HEREBY WAIVES TRIAL BY JURY IN ANY ACTION OR PROCEEDING TO WHICH
ANY SUCH PARTY MAY BE A PARTY ARISING OUT OF OR IN ANY WAY
PERTAINING TO (i) THIS AGREEMENT, (i) THE MERGER, (ii) THE
CONFIDENTIALITY AGREEMENT OR (iv) ANY RELATED DOCUMENTS. IT IS
AGREED AND UNDERSTOOD THAT THIS WAIVER CONSTITUTES A WAIVER OF
TRIAL BY JURY OF ALL CLAIMS AGAINST ALL PARTIES WHO ARE PARTIES
TO THIS AGREEMENT. THIS WAIVER IS KNOWINGLY, WILLINGLY AND
VOLUNTARILY MADE BY EACH PARTY HERETO, AND EACH SUCH PARTY
HEREBY REPRESENTS AND WARRANTS THAT NO REPRESENTATIONS OF
FACT OR OPINION HAVE BEEN MADE BY ANY PERSON TO INDUCE THIS
WAIVER OR TRIAL BY JURY OR TO IN ANY WAY MODIFY OR NULLIFY ITS
EFFECT. EACH PARTY TO THIS AGREEMENT FURTHER REPRESENTS AND
WARRANTS THAT EACH SUCH PARTY HAS BEEN REPRESENTED IN THE
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SIGNING OF THIS AGREEMENT AND IN THE MAKING OF THIS WAIVER BY
INDEPENDENT LEGAL COUNSEL, SELECTED OF EACH SUCH PARTY’S OWN
FREE WILL, AND THAT EACH SUCH PARTY HAS HAD THE OPPORTUNITY TO
DISCUSS THIS WAIVER WITH COUNSEL.

Section 10.7 Cooperation; Further Documents.

(a) Each of the parties hereto agrees to use its reasonable best efforts to take
or cause to be taken all action, and to do or cause to be done all things necessary, proper or
advisable under applicable laws, regulations or otherwise, to consummate and to make effective
the transactions contemplated by this Agreement, including, without limitation, the timely
performance of all actions and things contemplated by this Agreement to be taken or done by
each of the parties hereto.

(b) Each party shall cooperate with the other party in such other party’s
discharge of the obligations hereunder, which shall include making reasonably available to the
other party such of its personnel as have relevant information, with respect thereto.

Section 10.8 Construction of Agreement. The terms and provisions of this Agreement
represent the results of negotiations between the parties hereto and their Representatives, each of
which has been represented by counsel of its own choosing, and neither of which has acted under
duress or compulsion, whether legal, economic or otherwise. Accordingly, the terms and
provisions of this Agreement shall be interpreted and construed in accordance with their usual
and customary meanings, and FAL and SUG hereby waive the application in connection with the
interpretation and construction of this Agreement of any rule of law to the effect that ambiguous
or conflicting terms or provisions contained in this Agreement shall be interpreted or construed
against the party whose attorney prepared the executed draft or any earlier draft of this
Agreement.

Section 10.9 Publicity; Organizational and Operational Announcements. No party
hereto shall issue, make or cause the publication of any press release or other announcement with
respect to this Agreement or the transactions contemplated hereby, or otherwise make any
disclosures relating thereto, without the consent of the other party, such consent not to be
unreasonably withheld or delayed; provided, however, that such consent shall not be required
where such release or announcement is required by applicable law or the rules or regulations of a
securities exchange, in which event the party so required to issue such release or announcement
shall endeavor, wherever possible, to furnish an advance copy of the proposed release to the
other party.

Section 10.10 Waiver. Except as otherwise expressly provided in this Agreement,
neither the failure nor any delay on the part of any party to exercise any right, power or privilege
hereunder shall operate as a waiver thereof, nor shall any single or partial exercise or waiver of
any such right, power or privilege preclude any other or further exercise thereof, or the exercise
of any other right, power or privilege available to each party at law or in equity.
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Section 10.11 Parties in Interest. This Agreement (including the documents and
instruments referred to herein) is not intended to confer upon any Person, other than the parties
hereto and their successors and permitted assigns, any rights or remedies hereunder, except that
the parties hereto agree and acknowledge that the agreements and covenants contained in Section
9.1 are intended for the direct and irrevocable benefit of the Indemnified Parties described therein
and their respective heirs or legal representatives (each such director or Indemnified Party, a
“Third Party Beneficiary™), and that each such Third Party Beneficiary, although not a party to
this Agreement, shall be and is a direct and irrevocable third party beneficiary of such
agreements and covenants and shall have the right to enforce such agreements and covenants
against the Surviving Corporation in all respects fully and to the same extent as if such Third
Party Beneficiary were a party hereto.

Section 10.12 Specific Performance. The parties hereto agree that irreparable damage
would occur to a party in the event that any of the provisions of this Agreement were not
performed in accordance with their specific terms or were otherwise breached. It is accordingly
agreed that any party shall be entitled to an injunction or injunctions to prevent breaches of this
agreement by any other party and to enforce specifically, to the fullest extent available, the terms
and provisions hereof, including each party’s obligation to close, in any court of the United
States or any state having jurisdiction, this being in addition to any other right or remedy to
which any party is entitled at law or in equity.

Section 10.13 Section and Paragraph Headings. The section and paragraph headings
in this Agreement are for reference purposes only and shall not affect in any way the meaning or
interpretation of this Agreement.

Section 10.14 Amendment. This Agreement may be amended only by an instrument in
writing executed by the parties hereto.

Section 10.15 Entire Agreement. This Agreement, the exhibits, annexes and schedules
hereto and the documents specifically referred to herein and the Confidentiality Agreement
constitute the entire agreement, understanding, representations and warranties of the parties
hereto with respect to the subject matter hereof.

Section 10.16 Counterparts. This Agreement may be executed in one or more
counterparts, each of which shall be deemed an original, but all of which together shall constitute
one and the same instrument.

[SIGNATURES APPEAR ON FOLLOWING PAGE]
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IN WITNESS WHEREOF, the parties have executed and delivered this Agreement as
of the date first written above.

SOUTHERN UNION COMPANY

by _lll s —

Nafme: Rotald J. Endres
Title: Executive Vice President

FALL RIVER GAS COMPANY

By:

Name: Bradford J. Faxon
Title:  President and Chief Executive Officer

By:

Name: Peter H. Thanas
Title: Senior Vice President and Treasurer

[SEAL]
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P.@2711
OCT-84-1993 13:@9 FALL RIVER GAS CO.

IN WITNESS WHEREQOF, the parties have executed and delivered this Agreement as of the date
first written above.

SOUTHERN UNION COMPANY

By:
Name: Peter H. Kelley
Title: President and Chief Operating

FALL RIVER GAS COMPANY
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This Disclosure Schedule, dated as of October 4, 1999, is being delivered to Fall River
Gas Company, a Massachusetts corporation (“FAL”), by Southern Union Company, a Delaware
corporation (“SUG”), pursuant to Section 6.2(f) of the Agreement of Merger dated as of October
4, 1999, between SUG and FAL (the “Agreement”). Capitalized terms used herein shall have the
meanings assigned to them in the Agreement unless otherwise defined herein or unless the
context otherwise requires. All section headings are inserted for convenience of reference only
and shall not create a different standard for disclosure than the language set forth in the
Agreement or be used in the construction or interpretation of the information contained in this
Disclosure Schedule. The inclusion of, or the reference to, any item within any particular
Schedule does not constitute an admission that such item meets any or all of the criteria set forth
in the Agreement for inclusion in such section. The inclusion of any item in a section of this
Disclosure Statement, which section requires the listing of a “material” item, is not deemed to be
an admission or representation that the included item is “material.”

SOUTHERN UNION COMPANY

or P MU s

Name: Susan M. Westbrook
Title: Managing Attorney and
Assistant Secretary




SECTION 4.2

Capitalization
As of September 30, 1999:
1982 Incentive Stock Option Plan
321,615 shares outstanding and exercisable
1992 Long Term Stock Incentive Plan
2,377,227 shares outstanding
1,314,397 shares exercisable
893,621 shares available for future grant

February 10. 1994 Warrant to Outside Legal Counsel

100,506 shares
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SECTION 4.3
Subsidiaries; Investments

DIVISIONS:

Atlantic Utilities
Southern Union Gas Company
Missouri Gas Energy

SUBSIDIARIES:

Atlantic Gas Corporation

Contigo, Inc.

Energia Estrella del Sur, S.A. de C.V.

Energy Worx, Inc.

KellAir Aviation Company

Lavaca Realty Company

Mercado Gas Services Inc.

Nortefio Pipeline Company

Southern Transmission Company

Southern Union Energy International, Inc.
Southern Union Gas Company, Inc. - Delaware and Texas
Southern Union International Investments, Inc.
Southern Union Total Energy Systems, Inc.

SU Acquisition Corporation

SUPro Energy Company

Western Utilities, Inc. - Delaware and New Mexico

INVESTMENTS:

Compailia Nacional de Gas, C.A. de C.V.
Construcciones, Instalaciones, Y Asesorias, S.A. de C.V.
Materiales Y Aparatos, S.A. de C.V.

Salart, S.A. de C.V.

Servicios Cororativos Phenix, S.C.

Capstone Turbine Corporation

epicron, inc. '
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SECTION 4.5
Governmental Approvals

Massachusetts Department of Telecommunications and Energy

Missouri Public Service Commission

Pennsylvania Public Utility Commission (given that it is expected that Southern Union
Company’s merger with Pennsylvania Enterprises, Inc. will be consummated before its
merger with Fall River Gas Company)

Florida Public Service Commission (only re: common stock issued and long-term debt assumed
or issued)
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SECTION 4.7
Compliance With Legal Requirements; Governmental Authorizations

See Schedule 4.8 with regard to municipal franchise ordinances

See Schedule 4.15 with regard to Environmental matters
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SECTION 4.8
Legal Proceedings; Orders

City of Edinburg v. Rio Grande Valley Gas Company. Valero Enerey Corp.. Southern Union Gas
Company, et al., 92" Judicial District Court of Hidalgo County, Texas; Cause No. C-4558-95-A

Allegation of violation of municipal franchise agreement (ordinance). Judgment is on
appeal to state court of appeals.

City of Pharr, on behalf of itself and other similarly situated entities v. Rio Grande Valley Gas
Co. and Southern Union Gas Company, 92™ Judicial District Court of Hidalgo County, Texas;
Cause No. C-4558-A-2

Class action, on behalf of all Texas cities served by Southern Union Gas Company,
alleging violation of municipal franchise agreements (ordinances).

ONEOK. Inc. v. Southern Union Company, U.S. District Court, N.D. of Oklahoma; Case No. 99-
CV-0345H(M)

On appeal to Tenth Circuit (cause No. 99-5103). Temporary and limited stay granted to
SUG on June 1, 1999.

Southwest Gas Corporation v. Southern Union Company, U.S. District Court, Nevada District;
Case No. CV-S-99-0530-JBR-LRL

U.S. Department of the Interior. Minerals Management Service. Order to Perform

Claims for past royalties for leases held by Southern Union Exploration (since dissolved)
on federal and Indian lands in New Mexico.

The following proceeding is listed here given that it is expected that Southern Union Company’s
merger with Pennsylvania Enterprises, Inc. will be consummated before its merger with Fall
River Gas Company:

By letter dated October 31, 1997, a claim for trademark infringement was made by PG&E
Corporation (“PG&E”) regarding the use by Pennsylvania Enterprises, Inc. and its subsidiaries of
trademarks that include the words, “PG Energy,” and PG&E has filed a petition for cancellation
regarding Pennsylvania Enterprises, Inc.’s and its subsidiaries’ registration for the mark, PG
ENERGY, No. 2,061,626 (Cancellation no. 27,431), and a Notice of Opposition against
Pennsylvania Enterprises, Inc.’s and its subsidiaries’ application to register the mark, PG
ENERGY and Design No. 75/219,006 (Opposition no. 109,756). These two proceedings are
pending in the Trademark Trial and Appeal Board, United States Patent and Trademark Office.
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SECTION 4.10
Taxes

IRS audit of Southern Union Company for tax years 1992-1995.
Status: field work ongoing.

IRS audit of Atlantic Utilities for tax years 1995-1997
Status: assessment under appeal to IRS

Texas sales tax audit for tax years 1993-1997
Status: assessment under appeal to State of Texas Comptroller’s Office

Missouri sales tax audit for tax years 1994-1997
Status: field work ongoing

Texas franchise tax appeal for tax year 1992
Status: appeal to State of Texas Comptroller’s Office

City franchise fees: See Section 4.8 regarding municipal franchises

Internal customer tax audit
Status: ongoing review of SUG’s internal procedures to ensure proper accounting of customer’s
taxes
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SECTION 4.12
Contracts

See Section 4.8 regarding municipal franchise agreements

City of Kansas, Missouri franchise agreement -- new franchise agreement currently under
negotiation
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SECTION 4.13

Indebtedness
Outstanding
Debt Ann Int
Description October 1, 1999 Rate
Long term debt
7.6% Senior notes $ 364,515,000 7.60%
Capital lease - AMR 26,309,000 5.79%
LTD SUTES (subsid) 0 est varies
LTD SUPro (subsid) 1,400,000 est varies
Total long term debt $ 392,224,000

Short term debt

Revolving credit facility and other § 84,700,000
short-term facilities
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SECTION 4.14
Employee Benefit Plans

If SUG’s merger with PEI is consummated, employee benefit plans maintained by PEI and its
Subsidiaries (the “PEI Companies”) will be SUG Benefit Plans from and after the consummation
of such merger. The following apply to employee benefit plans maintained by the PEI
Companies:

¢ The PEI Companies have not prepared formal Summary Plan Descriptions for their medical
and life insurance plans, although descriptions of the benefits have been provided to their
employees.

¢ PEl had a reportable event within the meaning of Section 4043 of ERISA in connection with
the sale of the assets of its water business in 1996.

* The PEI Companies maintain two VEBA trusts, which were originally established to hold
amounts recovered in a rate case to fund post-retirement benefits for employees of the PEI
water business operations which were sold in 1996. The trusts were essentially dormant
through 1998, except for a transfer of certain assets in connection with the sale of the assets
of PEI’s water operations, and a minimal level of contributions. With the recovery of post-
retirement benefit costs associated with PEI’s gas operations, the PEI Companies began
making contributions of a more significant nature in 1998. Distributions from the VEBAs
began during 1999.

* While the PEI Companies believe that subject to the exceptions that are noted, and with
respect to retirees who had been unionized employees, they have the unilateral right to
terminate "employee welfare benefit plans" without any liability being incurred with respect
to active employees, the PEI Companies have not specifically informed their active
employees that the "employee welfare benefit plans" may be unilaterally terminated.
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SECTION 4.15
Environmental Matters

SUG is the current or former owner and is the potential successor to the former owners or
operators of a number of parcels of real estate on which manufactured gas plants (“MGPs”) were
once located. Manufactured gas was a product of a manufacturing process which resulted in
numerous chemical residues. Coal tar and other by-products of the gas manufacturing process
contain a number of constituents now listed as environmental concerns by the Environmental
Protection Agency (“EPA™) and residues from these constituents are commonly found at MGPs.
MGP sites known to SUG are listed below. Other than as set forth below, SUG is not aware of
any current governmental investigation of any of these sites; however, there is a possibility that
the sites listed below could, in time, require investigation, assessment, monitoring, remediation
or cleanup under Environmental Laws.

Under applicable Environmental Laws, as the current owner of former MGPs, SUG could
potentially be subject to claims asserted directly by the government and/or for claims for
contribution asserted by other potentially responsible parties.  Additionally, SUG could
potentially be subject to such claims on the basis that SUG is the successor to former OWners or
operators of the MGPs. There is also the potential that, as a passive interim owner of property on
which decommissioned MGPs were located, SUG could be subject to such claims. Although
SUG has defenses to claims based on its current or prior ownership or operation of the MGPs,
these sites are nonetheless subject to monitoring and also could reasonably form the basis of
environmental claims.

The locations of known or suspected former MGPs within the current or former service
territories of SUG or its predecessors are as follows.

MGP Sites currently owned:

Address City
402 33" Street Galveston, TX
4" and Cedar St. Joseph, MO

223 Gillis”
First and Campbell, a/k/a 899 E. First St.”
20" and Indiana

23" and Pleasant
520 East Fifth

MGP Sites not owned:

Address

Unknown
Unknown
Unknown
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Kansas City, MO
Kansas City, MO
Kansas City, MO
Independence, MO
Joplin, MO

City

Burlington, VT
Prescott, AZ
Albuquerque, NM




Unknown

First and Congress

Third and Medina

West of West Avenue & W. 5™ Street
Unknown

Third and Chihuahua

Unknown

100 block of Southwest Third Street
606 Fort Worth Street

N. Independence & former railroad intersection
400 W. Excelsior

Unknown

Kentucky Avenue

Pacific and Grand Streets a/k/a South River
Boulevard and West Pacific

1621 West 25™ Street

400 North Lafayette Avenue
Eastwood & North Ellsworth Avenue
Sixth and Front Street

Roswell, NM
Austin, TX
Austin, TX
Austin, TX
Brenham, TX

El Paso, TX

Port Arthur, TX
Mineral Wells, TX
Weatherford, TX
Harrisonville, MO
Excelsior Springs, MO
Warrensburg, MO
Joplin, MO

Independence, MO
Kansas City, MO
Marshall, MO
Marshall, MO
Monett, MO

Sixth and Olive St. Joseph, MO
Fifth and Angelique St. Joseph, MO
North Main and Limestone, a’k/a 411 N. Main Carthage, MO
North Maple and Limestone, a’k/a SW corner
of Garrison and Limestone Carthage, MO
* The Missouri Department of Natural Resources (“MDNR”) sent a notice dated

May 10, 1999 of a “Site Inspection/Removal Site Evaluation” for the facility
identified above as First and Campbell, Kansas City, Missouri. This letter
indicated that the investigation of this site would be conducted through a
cooperative agreement with the U.S. Environmental Protection Agency (EPA)
under the authority of the Comprehensive Environmental Response,
Compensation and Liability Act of 1980 (CERCLA), as amended. The facility
identified above as 223 Gillis, Kansas City, Missouri is adjacent to the First and
Campbell site. During July 1999, SUG sent applications to MDNR submitting the
two sites to the agency’s Voluntary Cleanup Program. In two letters, both dated
August 2, 1999, the MDNR accepted the sites into the Voluntary Cleanup
Program.

OTHER ENVIRONMENTAL MATTERS

Southern Union Gas Company has received a notice of potential liability for shipments of
hazardous substances to Anglo Metal, Inc.’s, a San Juan, Texas facility (the “Facility”). This
notice, dated April 28, 1999, was sent by a law firm representing Anglo Metal, Inc. The notice
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indicates that the Facility has entered into the Texas Voluntary Cleanup Program. According to
the letter, Southern Union Gas Company is one of 500 potentially responsible parties that have
been contacted by the law firm. The notice letter requests that Southern Union Gas Company
agree to join a steering committee to jointly fund this remediation. The letter reports that the
expected remediation costs are “manageable” and that Anglo Metal, Inc. “would be contributing
a significant share of the costs, and that a large pool of solvent companies exist to share in the

balance.”

The locations of known or suspected former MGPs within the current or former service
territories of Pennsylvania Enterprises, Inc. or its predecessors (given that it is expected that
Southern Union Company’s merger with Pennsylvania Enterprises, Inc. will be consummated
before its merger with Fall River Gas Company) are as follows:

Address City County (PA)
West 9™ & Oak Street Berwick Columbia
Eighth Street Carbondale Lackawanna
Filbert Street Milton Northumberland
Third St. & Wagner Ave. East Montgomery Lycoming
Washington Street Montoursville Lycoming
Market Street Muncy Lycoming
Walnut Street Nanticoke Luzerne

Bridge Street Scranton Lackawanna
Albright Avenue Scranton Lackawanna
Gashouse Alley & Arch Street Sunbury Northumberland
Water Street & North Street Wilkes-Barre Luzerne

North River Street Wilkes-Barre Luzerne

Darling Street Wilkes-Barre Luzerne

Rose Street Williamsport Lycoming

MGP Site not owned which has been remediated:

Mulberry Street, Williamsport - Lycoming County (PA)

W6-NY992320.334
Vé




0CT-84-1989 13:18 FR_L RIVER GRS CO. P.B671z

This Disclosure Schedule, dated as of October 4, 1999, is being delivered by Fall River
Gas Company, a Massachusetts corporation (“F AL”), to Southern Union Company, a Delaware
corporation (“SUG”), pursuant to Section 6. 1{m) of the Agreement of Merger dated as of
October 4, 1999 between SUG and FAL (the “Agreement”). Capitalized terms used herein shall
have the meanings assigned to them in the Agreement unless otherwise defined herein or unless
the context otherwise requires. All section headings are inserted for convenience of reference
only and shall not create a different standard for disclosure than the language set forth in the
Agreement or be used in the construction or interpretation of the information contained in this
Disclosure Schedule. The inclusion of, or the reference to, any item within any particular
Schedule does not constitute an admission that such item meets any or all of the criteria set forth
in the Agreement for inclusion in such section. The inclusion of any item in a section of this
Disclosure Statement, which section requires the listing of a “material” item, is not deemed to be
an admission or representation that the included item is “material.”

FALL RIVER GAS COMPANY

By: ' sl
Nam®: Pegef H. Thanas |
Title: Senior Vice President and Treasurer

PRGE.B6
OCT 84 1999 12:58 G



FAL Disclosure Schedule 5.1(a)

Listing of acquired companies and states in which qualified

State Qualified as Foreign

Company State of Incorporation Corporation
Fall River Gas Company Massachusetts None
Fa.l River Gas Appliance Massachusetts None
Company
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FAL Disclosure Schedule 5.3
Subsidiaries and Investments
Subsidiaries
Fall River Gas Appliance Company
Investments

None
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FAL Disclosure Schedule 5.4
Authority Relative to this Agreement and Binding Effect
FAL must obtain shareholder approval of the Merger. Contemporaneously with the closing of the

merger the surviving Corporation must record a supplemental indenture in which it undertakes to
pay interest and principal on the Bonds.
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FAL Disclosure Schedule 5.5
Governmental Approvals

MGL c. 164, s. 96 requires approval of the Massachusetts Department of Telecommunications and
Energy for gas company mergers. At the same time the companies would obtain a confirmation of
franchise for the merged entity. Additionally, filings will be required at the office of the Secretary
of the State of Massachusetts for the merger.
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FAL Disclosure Schedule 5.7(a)
Compliance with Legal Requirements; Governmental Authorizations

FAL, as a public utility company is subject to extensive regulatory requirements,
including those applicable to its natural gas storage and distribution plant with respect to which
violations may occur from time to time.

See Schedule 5.19 of FAL Disclosure Schedules
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FAL Disclosure Schedule 5.8
Legal Proceedings; Orders

Louis Andrade, Donald P. Rodrigues and Dawn C. Rodrigues, v. Fall River Gas Company filed
8/9/99 in District Court District of Massachusetts Docket No. 99CV11669GAO.
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FAL Disclosure Schedule 5.10
Taxes

None
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FAL Disclosure Schedule 5.12
Title to Assets
Liens

All the property of the Company is subject to the lien of its Indenture of First Mortgage, dated as of
December 1, 1952 to Old Colony Trust Co., as supplemented and amended.

465612 05/07/97 Schmidt Equipment, Inc.

All Company vehicles are leased under a Master Leasing Agreement dated as of March 1, 1990
between BLC Corporation, as Lessor, and the Company, as Lessee.

W6-NY992770.455
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FAL Disclosure Schedule 5.13

Indebtedness as of 10/4/99

Fall River Gas Company

First Mortgage Bonds-
9.44% Series, due 2020 $ 6,500,000
7.99% Series, due 2026 7,000,000
7.24% Series, due 2027 6,000,000
Bank Borrowings-
State Street Bank & Trust 5,800,000
Total Indebtedness of FAL 25,300,000

Fall River Gas Appliance Company

None

W6-NY992770.455
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FAL Disclosure Schedule 5.15(a)

Applicable Contracts

The following agreements establish such commitments and have been provided or made available
to SUG during the due diligence process:

Bond Purchase Agreement by and between Fall River Gas Company and Allstate Life
Insurance Company of New York, dated February 20, 1990

Bond Purchase Agreement by and between Fall River Gas Company and Allstate Life
Insurance Company, dated September 20, 1996

Bond Purchase Agreement by and between Fall River Gas Company and Allstate Life
Insurance Company, dated December 11, 1997

Agreement between Fall River Gas Company and Algonquin Gas Transmission Company,
dated September 1, 1994

Gas Sales Agreement between CNG Gas Service Corporation and Fall River Gas Company,
dated June 1, 1993

Employment Agreement by and among Fall River Gas Company and Bradford J. Faxon,
dated October 7, 1991

Amendment No. 1 to Employment Agreement by and among Fall River Gas Company and
Bradford J. Faxon, dated as of January 1, 1999

Severance Agreement between Fall River Gas Company and Bradford J. Faxon dated as of
January 1, 1999

Amendment to Employment and Severance Agreements between Fall River Gas Company
and Bradford J. Faxon dated October 4, 1999

Fall River Gas Company Survivor Benefit Deferred Compensation Agreement for Bradford
J. Faxon dated as of June 9, 1989

First Amendment to Fall River Gas Company Survivor Benefit Deferred Compensation
Agreement for Bradford J. Faxon dated as of December 27, 1990

Amendment No. 2 to First Amendment to Fall River Gas Company Survivor Benefit
Deferred Compensation Agreement for Bradford J. Faxon dated as of January 1, 1999

Employment Agreement by and among Fall River Gas Company and Peter H. Thanas dated
as of October 7, 1991

W6-NY992770.455
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Amendment No. 1 to Employmeﬁt Agreement by and between Fall River Gas Company
and Peter H. Thanas dated as of January 1, 1999

Severance Agreement between Fall River Gas Company and Peter H. Thanas dated as of
January 1, 1999 :

Amendment to Employment and Severance Agreements between Fall River Gas Company
and Peter H. Thanas dated as of October 4, 1999

Fall River Gas Company Survivor Benefit Deferred Compensation Agreement for Peter H.
Thanas dated as of June 9, 1989

First Amendment to Fall River Gas Company Survivor Benefit Deferred Compensation
Agreement for Peter H. Thanas dated as of December 27, 1990

Amendment No. 2 to Fall River Gas Company Survivor Benefit Deferred Compensation
Agreement for Peter H. Thanas dated as of January 1, 1999

Employment Agreement by and among Fall River Gas Company and John F. Fanning dated
as of November 30, 1998

Amendment No. 1 to Employment Agreement by and among Fall River Gas Company and
John F. Fanning dated as of January 1, 1999

Severance Agreement between Fall River Gas Company and John F. Fanning dated as of
January 1, 1999

Amendment to Employment and Severance Agreements between Fall River Gas Company
and John F. Fanning dated as of October 4, 1999

Employment and Consulting Agreement between Fall River Gas Company and Jack R.
McCormick dated as of September 18, 1984

Employment and Consulting Agreement between Fall River Gas Company and Norman J.
Meyer dated as of September 18, 1984

Amendment to Employment and Consulting Agreement between Fall River Gas Company
and Norman J. Meyer dated as of January 1, 1987

W6-NY992770.455
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FAL Disclosure Schedule 5.16(a)
Insurance

Please see attached summary description pages that constitute a list of casualty policies.
Additionally, the Company has group life insurance policies, also attached. No other disclosure
required with respect to the specified matters.

W6-NY992770.455
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0CT-p4-1998 12:22

PoLiCY PERIOD:
INSURANCE CARRIER

INSURED:

COVERAGEZ

LIMITS OF LIABILITY:

TERMS AND CONDITIONS:

ANNUAL PREMIUM:
$36,205

0CT B4 '99 12:11

FALL RIVER GRS CO. P.@2

CONFIRMATION OF INSURANCE

October 1,1998 — 1999
AIG/ National Union Fire

Fall River Gas Company
Fall River Appliance Company

Business Automobile

Bodily Injury Split Limit
$200,000 limit per person
$200,000 limit per accident

$200,000 Property Damage

$100,000 Uninsured/Underinsured Motorists
Comprehensive: (Actual Cash Value) $500 Deductible
Collision: (Actual Cash Value) $500 Deductible

Composite Rating Plan Endorsement

60 Day Notice of Cancellation - 10 days for Non-
payment of premium

Hired or Non-Owned Auto Liability

Hired or Non-Owned Physical Damage ($20,000 limit
& $500 deductible)

Employers Non-Ownership

MCS-90

Pollution Liability - Broadened Coverage for Covered
Autos

Notice of Occurrence, Knowledge of Occurrence,
Unintentional Errors or Omissions - AIG Wording

Applicable State Endorsements
Employees as Insured
Blanket Additional Insured

VVYVY VYV VVV VV VYV

AON RISK SERVICES, INC. OF R

PRGE. B2




0CT-84-1993 12:22

PoLICY PERICD:
INSURANCE CARRIER

INSURED:

COVERAGE:

LIMITS OF L1ABILITY:

DEDUCTIBLE:

TERMS AND CONDITIONS:

ANNUAL PREMIUM:
$38,639

OCT 24 *'99 12:11

FALL RIVER GRS CO.

CONFIRMATION OF INSURANCE

v

VVYVYVVVVVYVYY VYVVY

YYYVVYY

October 1, 1998 — 1999
AIG/National Union Fire

Fall River Gas Company
Fall River Appliance Company

Commercial General Liability

$400,000 General Aggregate (other than Products
Completed Operation)

$400,000 Products Completed Operations Aggregate
$200,000 Personal & Advertising Injury

$200,000 Each Occurrence

$ 50,000 Fire Damage (any one fire)

$ 5,000 Medical Expense (any one person)
$200,000 Employee Benefits Liability (Claims Made)
$400,000 Employee Benefits Liability Aggregate
$10,000 per occurrence Bodily Injury & Property Damage

Heating & Power Companies Products Hazard Interpretation
Endorsement

Employee Benefits Liability Coverage - $1,000 Deductible each
wrongful Act - Claims Made Coverage

Knowledge of Occurrence

Blanket Additional Insured (written contracts)
Composite Rate Endorsement

Massachusetts Statutory Endorsements

Amendment to Liquor Liability Exclusion - Exception for
scheduled activities

Notice of Occurrence

Unintentional Errors or Omissions

60-Day Notice of Cancellation - 10 days for non-payment
Hostile Fire Exception to Pollution Exclusion
Mis-Delivery of Liquid Product Endorsement

Van Agreement

Additional Insured Vendors

Additional Insureds Volunteer Workers

Total Pollution Exclusion

Asbestos Exclusion

Engineers, Architects or Surveyors Professional Liability
Exclusion

Nuclear Energy Liability Exclusion

Radioactive Matter Exclusion

Failure to Supply Exclusion

Blackout/Brownout Exclusion

Employment related Practices Exclusion

Securities and Financial Interest Exclusion

AON RISK SERVICES, INC. OF R

PRGE .83

P.83




0CT-B4-1993 12:23 FRLL RIVER GRS CO. P.B4

AxcrS A

| ASls S

BINDER B

L.

September 25, 1998

NAMED INSURED:  Fall River Gas Company
ADDRESS: 155 North Main Street
P.O.Box 911
Fall River, MA 02722-0911

Re:  Excess Liability Insurance
CLAIMS-FIRST-MADE Policy

Associated Electric & Gas Insurance Services Limited hereby agrees to provide coverage under
Polley No. X0233A1A98 farthe POLICY PERIOD from the 1st day of October, 1998
untilthe 1stday of October, 1989 . both days at 12:01 AM. Standard Time at the address of the

NAMED INSURED.
1) FLAT PREMIUM for the above-stated policy petiod: ~ $ 90,540

2) RETROACTIVE DATE: the  1stday of August, 1986 at 12:01 AM.
Standard Time at the address of the NAMED INSURED.

3) A LIMIT OF LIABILITY EACH OCCURRENCE:
$ 35,000,000
B. JOINT VENTURE LIMIT OF LIABILITY:
Per Limit of Liabllity Section (3)
. PRODUCTS/COMPLETED OPERATIONS AGGREGATE LIMIT OF LIABILITY:

c
$ 35,000,000

D. FAILURE TO SUPPLY HAZARD AGGREGATE LIMIT OF LIABILITY:
$ 35,000,000

E

F

. POLLUTION HAZARD AGGREGATE LIMIT OF UIABILITY:
$ 35,000,000

. MEDICAL MALPRACTICE INJURY LIMIT OF LIABILITY EACH OCCURRENCE:
$ 35,000,000
4) EXCLUSIONS: As per AEGIS policy form.
5) UNDERLYING LIMITS: Ses page 2.

Attached Is an involce for the PREMIUM listed above, which Is payable within 15 days of the date hereof, or
20 days from the inception date above, whichever is Iater.

A policy reflecting the above terms will be prepared and sent to you shottly. The pollcy provides coverage
which is different from that provided by most ather policies.

e

10 ¢ Place Jersey City, NJ 07302 Telephane 201 521.1200 Facximile 201 52149555/9565
AEGIS and the AEGIS Log oa:t!i:;mcred xMarbomemdﬂmc&GuwSmhnuwd

0CT 84 *99 12:12 PRGE. B4



0CT-84-1893 12:23 FALL RIVER GRS CO. P.@5

4 I'
* - Fall River Gas Company September 25, 1998
AEGIS Policy Number:  X0233A1A98

Poliey Perlod: October 1, 1998 to Octaber 1, 1999
UNDERLYING LIMITS:

A. 3 200,000 any one occurrence -General Liability
$ 500,000 any one occurrence -Poliution Liability
s 200,000 any one occurrence -Automobile Liabil{ty
s 200,000 any one occurrence -Emergancy Assistance Agreement
S 100,000 any one occurrence -Employers® Liability

B. $ 200,000 any one occurrence not covered by underlying insurance.

C. In the event of any CLAIM(s) arising from any single OCCURRENCE which involve(s) two o
more UNDERLYING LIMITS, the UNDERLYING LIMITS shall apply separately.

Notes: See page 3.

Pl o ™ B A

OCT 84 *99 12:12 PRGE. @5




0CT-84-1999 12:23

D "

Policy PERIOD:
INSURANCE CARRIER

INSURED:

COVERAGE:

LIMITS OF LIABILITY:

TERMS AND CONDITIONS:

ANNUAL PREMIUM:
$1,750

OCT e4 '99 12:12

FALL RIVER GRS CO. P.BB

CONFIRMATION OF INSURANCE

o

Gk W

October 1, 1998 - 2001 ( 3 year program)

Chubb

Fall River Gas Company

Fall River Appliance Company

Fiduciary Liability

$1,000,000 Each loss/wrongful act
$1,000,000 Aggregate Limit of Liability for the policy
period

No Deductible
DESIGNATED TRUST OR PLAN:

Pension Plan for Employees of Fall River Gas Company
Group Life Insurance Plan for Employees of Fall River Gas
Company

Master Medical & Dental Plan for Employees of Fall River
Gas Company

Long Term Disability Insurance for Employees of Fall
River Gas Company

Pension Plan for Salaried and Non-Union Employees of
Fall River Gas Company

Fall River Gas Company 401 (K) Savings Plan

Fall River Gas Company 401 (K) Plan for Union
Employees

Excludes exposure from Mutual Benefit Life
Defense Costs outside limit of liability

Name of Designated Trust/Plan Endorsement
Pollution Exclusion

Omnibus Health & Welfare

Fensac /é%q

AON RISK SERVICES, INC. OF RI

PRGE.B6



0CT-B4-1999 12:23

FALL RIVER GRS CO.

AEGIS INSURANCE SERVICES, INC.
# OF PAGES IN TRANSMISSION- 1

TELEFAX TO:

FROM:

DATE.

FAX# 401-331-2809
'TEL# 401-331-2388 - _

Ms. Theresa Keegan
Aon Risk Services, Inc. of Rhode Island

Tina Matuschewitz
Account Service Representative

September 28, 1998

Fall River Gas Company
Directors & Officers Liability Insurance - Binder
Policy Period: 10/1/1998 to 10/1/1999

Coverage is bound under the captioned policy — terms are as follows:

Limit of Liability:
Elffective:

Retention:

Amug] Premium:

Less Cantinuity Credit:

$10,000,000
October 1, 1998 to October 1, 1999
$61,145

$12,159

Formal Binder and fnvoice will be mailed ASAP.

Should youn have any questions, please call.

%mmxﬁu

BxQZ).vemn

OCT 84 *939 12:12

P.87
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OCT-04-1999 12:24 FALL RIUVER GRS CO.
e OPTION ]
WORKERS COMPENSATION GRADUATED DIVIDEND PLAN
EMPLOYERS OF WAUSAU

COVERAGE AND LIMITS OF LIABILITY:

1) Coverage A. Statutory - Massachusetts

2) Coverage B. Employers Liability; $100,000/$500,000/$100,000

3) Voluntary Compensation Endorsement

RATING BASIS:
Classification Code Rate Payroll Premium
Magsachusetts
Gas Distributing 7502 217 $4,527,000 $98,236
L. P. G. & Drivers ‘
Clerical Employees 8810 19 $2,316,000 $4,400
Manual Premium: $102,636
Experience Modification ('99) .83
Modified Premium: $85,188
Premium Discount (%6,815)
Expense Constant: $200
DIA Assessment (5.4%): $5,198
Total Estimated Annual Premium: $83,771
Graduated Dividend Plan allows 25% Cash flow premium deferral.
Estimated Premium Payment: $58,930 payable in 12 monthly installments of $4,910.83
DIA Assessment: $ 5,198 payable in 12 monthly installments of § 433.16
OCT 84 ’99 12:13 PAGE. B8




OCT-B4-19939 12:24 FALL RIVER GRS CO. P.g9
.
STARR TECHNICAL RISKS AGENCY, INC. £ L
70 Pine Street - 13th FL.
New York, New York 10270
BINDER NO.: STN-6998

PAGE 1 OF 2

" Name of Insured: Fall River Gas Company.

Covering the Perils of:  All Risks of Direct Physical Loss or Damage

As per Form: ST-AR 100, 200, & 300
{ DESCRIPTION AND LOCATION OF PROPERTY COVERED ]
$13,496,740. Buildings, Tanks & Structures Of Every Description @ Locations Situate As Per Schedule On File With
Company

$1,000,000. Extra Expense (40% - 80% - 100% - 100%) @ Locations Situate As Per Schedule On File With Company
$355,000. Electronic Data Processing Equipment & Media Situate As Per Schedule On File With Company
$200,000. Valuable Papers & Records Situate As Per Schedule On File With Company
$50,000. Electronic Data Processing Extra Expense Situate As Per Schedule On F ile With Company
$23,000. Rental Value As Per Schedule On File With Company

INSURANCE APPLIES ONLY TO THOSE PERILS AND/OR COVERAGES NAMED AND IS SUBJECT TO THE TERMS
AND CONDITIONS OF THE POLICY (TES) NORMALLY ISSUED FOR THE INDICATED PERILS AND/OR COVERAGES.

Mortgagee or Payee:  Named Insured or as directed by them.

Total Insured Values:  $15,124,740, Rate(s): Various Premium: $25,000.
The Insursnce Companies named below, represented by Starr Technical Risks Agency, Inc., each for itself, severslly but not jointly arc hereby bound by an
insurance undertaking for the acoount of the Insured named herein, effective at the cxast hour and date shown below and expiring ot the exact hour and datey
shown below or upon issuance of the policy, whichever shall first occur and insures the property sbove described for the amount set opposite its name. The|
effective hour of commencement of this binder shall superseds any commencement hour provisions contained in the policy.

Company:  National Union Fire Insurance Company of New Policy No:  ST260-51-59
Pittsburgh, PA
Producer:  Aon Risk Services of Rhode Island, Inc. Expiration Date:  10/01/99 at 12:01 A.M.

111 Westminster Street, Suite 1600
Providence, Rhode Island 02903

Coinsurance: 100% - Real & Personal Property (Waived By Agreed Amount)
100% - Rental Value Insurance

Deductibles: Real & Personal Property:

$10,000. Per Occurrence - All Real & Personal Property, Except;
$25,000.  Per Occurrence - Earthquake (CA Earthquake Excluded)
$25,000.  Per Occurrence - Flood

$ 2,500.  Per Occurrence - Transit
$ 1,000.  Per Occurrence - Electronic Data Processing Equipment & Media

Extra Expense & Rental Vajue Insurance:

120 Hour Waiting Period

50849 (3/94)

OCT 84 '99 12:13 " PAGE. 9



OCT-04-1993 12:

Name of Insured:

Policy Limit
of Liability:

Sublimits:

Valuation:

24

FALL RIVER GRS CO. P.18

STARR TECHNICAL RISKS AGENCY, INC.

70 Pine Street - 13th FL.
New York, New York 10270

BINDER NO.: STN-6998
PAGE2OF2

Fall River Gas Company

$15,124,740.

$ 2,500,000.
$ 2,500,000,
$2,500,000.
$ 1,000,000.
$ 1,000,000.
$ 1,000,000.
355,000.
250,000.
200,000.
50,000.
10,000.
50,000.
25,000.
23,000.
10,000.

AN ANN AW

Per Occurrence

Earthquake Annual Aggregate (CA Earthquake Excluded)

Flood Annual Aggregate

Or 25% Of Adjusted Direct Property Loss. Whichever Is Greater - Debris Removal
Demolition Cost

Increased Cost Of Construction

Extra Expense

Electronic Data Processing Equipment & Media

Accounts Receivable

Valuable Papers & Records

Electronic Data Processing Equipment & Media In Transit, Except
All Other Property In Transit

Pollution-P.D.(Annual Aggregate)

Unscheduled Personal Property

Rental Value
Electronic Data Processing Equipment & Media - Unnamed Locations

Replacement Cost - Real & Personal Property
Actual Loss Sustained - Rental Value Insurance

Date Issued: September 29, 1997

Authorized Repmentz;

Subject to the conditions above, the COMPANY
hereby binds the Insurance applied for, to become
effective as of 10/01/98 12:01 A.M.

59849 (3/94) /

OCT @4 ’99 12:13

PARGE. 18




0CT-84-1999 12:25

P

l

PoLICY PERIOD:
INSURANCE CARRIER

INSURED:

COVERAGE:

LIMITS OF LIABILITY:

TERMS AND CONDITIONS:

ANNUAL PREMIUM:
$5,000

OCT 84 '99 12:13

FALL RIVER GRS CO. P.11

CONFIRMATION OF INSURANCE

Ll

October 1, 1998 —- 1999
Travelers Insurance Company

Fall River Gas Company
Fall River Appliance Company

Boiler & Machinery

$15,000,000 -Limit per Accident (PD/EE)

$ 250,000 -Expediting Expense

$ 250,000 -Ammonia Contamination

$ 250,000 -Water Damage

$ 250,000 -Ordinance or Law/Increased Cost of
Construction

$ 250,000 -Hazardous Substances

$ 10,000 -Media

Off Premises Service Interruption Included

DEDUCTIBLES:
Property $1,000
Extra Expense $1,000

Off Premises Service Interruption - 24 Hours

90-Day Cancellation Clause

Newly Acquired Locations - up to 2 maximum of 60 days
Business Interruption Excluded

Joint Loss Agreement included as part of the Energy Max
Form

\%/M/‘///da,,\/

AON RISK SERVICES, INC. OF R

PARGE. 11




0CT-B4-19938 12:25

PoLICY PERIOD:
INSURANCE CARRIER

INSURED:

COVERAGE:

LIMITS OF LIABILITY:

ANNUAL PREMIUM:
$2,544

OCT B4 °99 12:14

FALL RIVER GRS CO. P.12

CONFIRMATION OF INSURANCE

=

N

0 ™

Octaber 1, 1996 - 1999 (3 year program)
Travelers Insurance Company

Fall River Gas Company
Fall River Appliance Company

Crime

$500,000 Employee Dishonesty (Coverage A - Blanket)

$500,000 Forgery or Alteration (Coverage B)

$ 50,000 Theft, Disappearance & Destruction
(Coverage C)

$500,000 Computer Theft/Funds Transfer ( Coverage F)

$ 50,000 Credit, Debit or Charge Card Forgery

Deductble - $5,000
DESIGNATED TRUST OR PLAN:

Pension Plan for Employees of Fall River Gas Company
Group Life Insurance Plan for Employees of Fall River Gas
Company

Master Medical & Dental Plan for Employees of Fall River
Gas Company

Long Term Disability Insurance for Employees of Fall
River Gas Company

Pension Plan for Salaried and Non-Union Employees of
Fall River Gas Company

Fall River Gas Company 401 (K) Savings Plan

Fall River Gas Company 401 (K) Plan for Union
Employees

Fall River Appliance Company

Welfare and Pension Plan ERISA Compliance

»%/AW // %{KM\/

AON RISK SERVICES, INC. OF R

PAfRE 12




OCT-84-1999 12:25

501 Boylston Street
Boston, Massachuysaits 0211 6-37Q0

The New England”

e Insurance And Invastment

New Englona Mutuat Life Insurance LUty

FALL RIVER GAS CO.

P.13

New England Mutual Life
Insurance Company
Since 1835

_Life Policy

PAT —  Exec.

“Sue

Name of Insured
PETER H THANAS

Policy Number

8882176

Policy Plan
Ordinary Life

Face Amount

Additional pProtection Amount

Total

$256.076

$256,076

$512,152

New England Mutual Life
Insurance Company Agrees o
pay the Face Amount of this
Policy to the Beneficiary on
receipt of proof of the death
of the lnsured; and to provide
the other rights and benefits
of the Policy.

These agreements are subject
to all the provisions of the
Policy.

Signed on the Date of Issue
for the Company at its
Home Office,

501 Boyiston Street

Boston, MA 02117

Al

President

foert: (1

Life Policy

»The Policy Proceeds are
payable at the death of the
Insured.

«Premiums are payable to the
Company for a specified
period.

- The Policy participates in
Dividends.

Please Read Your Policy
Carefully

This Policy is a legal contract
between you and the Company.

Ten Day Right to Return the
Policy

When this Policy is Issued, you
have 10 days after you receive
it from the Company to
examine it. Within those 10
days you can return the Policy
to the Company or its Agent
for any reasan. If you do, the
Policy will be cancellied. Any
premium paid will then be
refunded and the Policy will be
void from the beginning.

’
1RN-M

0OCT P4 'ea 1D:14
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0CT-84-19938 12:25 FALL RIVER GAS CO. P.14
- 501 Boylston Strort 2700
¢ Baston. Massachuyscns 02116.5 Néw England Mutual Life
The New England® insurance Company
® Insurance and Investment Since 1835
o Life Policy
o
?‘\'\'T -, zkcx bl
3 Name of Insured
PETER H THANAS
Policy Number
8885622
Policy Plan
Ordinary Life
Face Amount $226,437
Additional Protection Ameaunt $226,437
Total $452,874
New England Mutual Life Life Policy Please Read Your Policy
Insurance Company Agrees to  *The Policy Proceeds are Carefully
pay the Face Amount of this payable at the death of the  This Policy is a [egal contract
Policy to the Beneficiary on Insured. between you and the Company.

receipt of proof of the death <Premiums are payable to the
of the Insured: and to provide Company for a specified -

the other rights and benefits period.
of the Policy. * The Policy participates in.
Dividends.

These agreements are subject
‘ to all the provisions of the
g Policy.

Signed on the Date of Issue
for the Company at its
Home Office,

501 Boylston Street

Boston, MA 02117

/A

President

Ao A. (UL

Secretary

Ten Day Right to Return the
Policy

When this Policy is issued, you
have 10 days after you receive
it from the Company to
examine it. Within those 10
days you can return the Pglicy
to the Company or its Agent
for any reason. If you do, the
Policy will be cancelled. Any
premium paid will then be
refunded and the Policy will be
void from the beginning.

1600-M
OCT B4 99 12:14

T
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0CT-B4-1999 12:26 FALL RIVER GRS CO. P.16
g0 Boylsion Streel

Boston, Mussachusetts 02117 New England Mutual Life
Insurance Company
e New England
E mﬁndmmlpmmrg S‘nce 1835
Life Policy
-
@-HIT - e, Wm0
Name of Insured
PETER H THANAS
Policy Number
8512230
Policy Plan
Ordinary Life
Fac.a Amount
$334,819
New England Mutual Life Life Policy Please Read Your Policy
Insurance Company Agrees to  *The Policy Proceeds are Carefully
pay the Face Amount of this payable at the death of the This Policy is a legal contract
Policy to the Beneficiary on Insured. between you and the Company.
receipt of proof of the death *Premiums are payable to the
of the Insured; and to provide Company for a specified Ten Day Right to Return the
the other rights and benefits period. Polley
of the Policy. * The Pollcy participates in When this Policy is issued, you
Dividends. have 10 days after you receive
These agreements are subject it from the Company to examine
to all the provisions of the it. Within those 10 days you can
Policy. return the Policy to the Company
or its Agent for any reason. If
Signed on the Date of Issue you do, the Policy will be
for the Company at its cancelled. Any premium paid
Home Office, will then be refunded and the
501 Boyiston Street Policy will be void from the
Boston, MA 02117 beglnning.
Pres;dent

Secir'yd’\:‘.?

1600

OCT 84 '99 12:15 PRGE. 16




OCT-@4-1999 12:26 FALL RIVER GRS CO. P.17

601 Boyliton Sthiad
Bouton. Mussachusens 02117

New England Mutual Life

thilalu:em‘grsl?g|and Insurance Company
Since 1835
Life Policy
~~
TBPIF- Zxee. R
Name of Insured
BRADFORD J FAXON
Policy Number
8512229
Policy Plan
Ordinary Life
Face Amount
$520,012
New England Mutual Life Life Palicy Please Read Your Policy
Insurance Company Agrees 1o * The Policy Proceeds are Carefully
pay the Face Amount of this payable at the death of the  This Policy is a legal contract
Policy to the Beneficiary on insured. between you and the Company.
receipt of proof of the death *Premiums are payabie to the
of the Insured; and to provide Company for a specified Ten Day Right to Return the
the other rights and benefits period. Policy
ot the Palicy. *The Policy participates in When this Policy is issued, you
Dividends. have 10 days after you receive
These agreements are subject it from the Company to examine
to all the provisions of the it. Within those 10 days you can
Policy. return the Policy to the Company
' or its Agent for any reason. If
Signed on the Date of Issue you do, the Policy will be
for the Company at its cancelied. Any premium paid
Home Office, will then be refunded and the
501 Boylston Street . Policy will be vold from the
Boston, MA 02117 beginning.
Preszdent

:’i Secretary

1600
OCT /4 '99 12:18 DARE 17




0CT-@4-1993 12:26 FALL RIVER GAS CO.

LU HOVISION Sttt
Boston, Massachusers 02116-3700

n The New England”

P.18

New England Mutual Life
Insurance Company

insurance and Investment Since 1838
Life Policy
S
%3‘;’ - 2 xXCe «L\Aa

Name of Insured

BRADFORD J FAXON

Policy Number

8729650

Policy Plan

Ordinary Life

Face Amount

$230,000
New England Mutual Life Life Policy Please Read Your Policy
Insurance Company Agrees to * The Policy Proceeds are Carefully
pay the Face Amount of this payable at the death of the This Policy is a legal contract
Policy to the Beneficiary on Insured. between you and the Company.

receipt of proof of the death *Premiums are payable to the
of the Insured: and to provide Company for a specified

the other rights and benefits period.
of the Policy. * The Pollcy participates in
Dividends.

These agreements are subject
to all the provisions of the
Policy.

Signed on the Date of Issue
for the Company at its
Home Office,

5§01 Boylston Street

Boston, MA 02117

Mﬁi dent
ot

Secretary

Ten Day Right to Return the
Policy

When this Policy is issued, you
have 10 days after you receive
it from the Company to examine
it. Within those 10 days you can
return the Policy to the Company
or its Agent for any reason. If
you do, the Policy wlll be
cancelled. Any premlum paid
will then be refunded and the
Policy will be void from the
beginning.

1600
OCT @4 °SS 12:15
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0CT-B4~1939 12:27 FALL RIVER GRS CO. P.1S

Q CANADA LIFE

No. G.58910

We, The Canada Life Assurance Company, agree to pay the benefits that become payable under this policy
to the person or persons entitled.

This agreement is subject to the provisions on the attached pages which, together with this page, make up
the policy.

This policy will take effect on March 1st, 1998.

Policyholder - FALL RIVER GAS COMPANY

Issued at our Head Office at Atlanta, Georgia, as of March 1st, 1998.

This policy is unisex. N .. fé
Assistant Registrar
&-’ J@ GROUP LIFE POLICY PRESIDENT L
Not eligible for dividends
WARNING

This is a legal contract berween the Policyholder
and The Canada Life Assurance Company

READ YOUR POLICY CAREFULLY

THE CANADA LIFE ASSURANCE COMPANY
HOME OFFICE: 330 UNIVERSITY AVE., TORONTO, ONTARIO, CANADA M5G 1R8
U. S. HEAD OFFICE: 6201 POWERS FERRY RD., NW, ATLANTA, GA 30339

The Canada Life Assurance Company Page No. 1 Dated March 1st, 1998,

OCT B4 99 12:16 PAGE. 19




0CT-24-1993 12:27 FALL RIVER GAS CO.

& CANADA LIFE

ACCEPTANCE OF RENEWAL
CONFIRMATION
Policyholder: Fall River Gas Company -
Policy No.: 58910
Type of Coverage: Long Term Disability
Renewal Date: February 1, 1998
Accepted Renewal Rate:

5.66/3100 Benefit or .462% of covered payroll
(This renewal rate is guaranteed through 2/1/2000)

Thank you for your continued business.
We are looking forward to serving your employee benefit needs in the
upcoming policy year.

Ul G B | 13(53

Canada Life Signature Date
(Group Representative)

GP UMM} SRUP+ Juas 1139798’

Me for Acceptance Date
(Client or Broker)

Return by fax to (617) 837-7790

OCT 84 *99 12:16

P.28
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FAL Disclosure Schedule 5.17(a)
Employees

Please See Attached List
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RICH MAY BILODEAU

TEMPORARY/PART-TIME EMPLOYEES

MATTHEW J. MCHENRY
WILLIAM N. MCHENRY
RACHEL SILVA

SUSAN MELLO
JONATHAN L. GREGORY
COURTNEY SULLIVAN
JONATHAN TAYLOR
MICHAEL BOULAY
MICHAEL BARBOZA
DAVID J. GOODMAN
GREGORY OLIVEIRA

ELLEN FARIAS

Lt I R

Fax:6175563891 Oct 1 1999

NIGHT JANITOR
NIGHT JANITOR
TEMP. HELP-SALES
MAIL COURIER

TEMP. HELP-SERVICE

STREET SURVEY

W

A

TEMP-CREDIT DEPT.
TEMP-CREDIT DEPT.

TEMP-CREDIT DEPT.

16:41

$9.50HR
$9.508R
$6.00HR
$7.50HR
$7.00HR
$7.50HR
$7.50HR
$7.50HR
$7.50HR
$7.50HR

$7.50HR

$6.00HR ?
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FAL Disclosure Schedule 5.17(b)
Employees
Unions recognized by FAL

Utility Workers Union of America, affiliated with the AFL-CIO and Local Union No. 341

W6-NY992770.455
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FAL Disclosure Schedule 5.17(c)
Employees
Union agreements
Agreement between Fall River Gas Company, Utility Workers Union of America AFL-CIO and
Local No. 431 dated May 1, 1998.

See Schedule 5.15(a)

W6-NY992770.455
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FAL Disclosure Schedule 5.18(j)
Employee Benefit Plans

Medical Benefits

Blue Cross/Blue Shield “Master Health Plus”
Vision benefits
Blue Cross/Blue Shield Vision Care Plan

Dental Benefits

Blue Cross/Blue Shield Dental Blue Plan
Life Insurance
Group Life and Accidental Death and Dismemberment Insurance Plan

Retirement Plans

Pension Plan for Salaried and Non-Union Hourly Employees of Fall River Gas Co.
Pension Plan for Union Employees of Fall River Gas Company

Long Term Disability

Group Disability Income Plan H. 58910

Short Term Disability

Employee eamns 15hrs per month to a max of 205 days, after this is reached, each year the Company
pays those employees that have reached a max 1/3 of unused sick days in the following year. At
retirement the Company pays the employees 20% of sick days.

Savings Plans

FAL 401(k) Savings Plan
FAL 401(k) Savings Plan for Union Employees

Additionally, see Schedule 5.15(a)

W6-NY992770.455
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FAL Disclosure Schedule 5.19

Environmental Matters

FAL and its Subsidiary are the current or former owners and are the potential successors
to the former owners or operators of a number of parcels of real estate on which manufactured
gas plants (“MGPs”) were once located. Manufactured gas was a product of a manufacturing
process which resulted in numerous chemical residues. Coal tar and other by-products of the gas
manufacturing process contain a number of constituents now listed as environmental concerns by
the Environmental Protection Agency (“EPA™) and residues from these constituents are
commonly found at MGPs. MGP sites known to FAL are listed below. Other than as set forth
below, FAL is not aware of any current governmental investigation of any of these sites;
however, there is a possibility that the sites listed below could, in time, require investigation,
assessment, monitoring, remediation or cleanup under Environmental Laws.

Under applicable Environmental Laws, as the current owner of former MGPs, FAL could
potentially be subject to claims asserted by the government and/or for claims for contribution
asserted by other potentially responsible parties. Additionally, FAL and its Subsidiary could
potentially be subject to such claims on the basis that FAL or its Subsidiary is the successor to
former owners or operators of the MGPS. There is also the potential that, as a passive interim
owner of the property on which decommissioned MGPS were located, FAL or its Subsidiary
could be subject to such claims. Although FAL and its subsidiaries have defenses to claims
based on its current or prior ownership or operation of the MGPs, these sites are nonetheless
subject to monitoring and also could reasonably form the basis of environmental claims.

Pursuant to an order of the Massachusetts Department of Public Utilities (“MDPU™) (now
referred to as the Department of Telecommunications and Energy), dated May 25, 1990, which
approved a Settlement Agreement among all Massachusetts gas companies and the
Massachusetts Attorney General, recovery over a seven-year period (without carrying costs) of
100% of prudently incurred costs associated with review and remediation of such former gas
manufacturing sites is provided for subject to conditions, procedures and limitations all as set
forth in the MDPU’s order and the Settlement Agreement.

The locations of known or suspected former MGPs within the current or former service
territories of FAL or its predecessors are as follows:

1. Pond and Anawan Streets, Fall River, Massachusetts
2. Charles and Bay Streets, Fall River, Massachusetts
W6-NY992770.455
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FAL Disclosure Schedule 5.22
Regulatory Proceedings

None other than ongoing proceedings before the Massachusetts Department of Energy
and Telecommunications that may have an effect generically on the ability of all LDCs to recover
certain costs and incentive payments relating to the DSM programs.

W6-NY992770.455
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FAL Disclosure Schedule 6.1(a)(11)

Attached is the company’s current construction budget. Additionally, the Company will in the
ordinary course make expenditures on other items as deemed necessary from time to time up to a
total amount of $2,500,000.

W6-NY992770.455
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RICH MAY BILODERU Fax:6175563891 Oct 11999 16:43 P.80

FALL RIVER GAS COMPA

CONSTRUCTION ESTIMATE - FISCAL 1998

Req. # Title Amount
1-1999 Misc. Main Extensions and Connecting New Customers $ 700,000
2-1999 Oistribution Blanket - Replacements 450,000
3-1999 Miscellaneous - Production Department 10,000
4-1999 Miscellaneous - Distribution Departr'nent ‘ 20,000
5-1899 Offfice Equipment - Structures & Miscellaneous Equipment 15,000
6-1999 New Meters 80,000
7-1999 Cathodic Protection v 30,000
1628 Panine S1 System - Sorter, Jogger, Software, Installation

and training - Main Office 78,400
TOTAL $ 1,383,400
6175563831 PRGE. 80

OCT B1 '99 16:47




Req. #

1-1998
2-1998
3-1998
4-1998
5-1998
6-1998
7-1998
1554

1573

1574

1580

1581

1584

1585

1589

1594

1599

MY rae 1tQC s ™

P.81

Overrun

$ 275501
39,545
(4,455)
(7.561)

7477
(39,010)
6,231

46.073

1,706

(18,498)

10,780

(2.856)

(1.841)

(3.249)

(10,168)

(1.781)

(28,466)

$ 269,268

RICH MAY BILODEAU Fax:6175563831 Cct 1 1989 16:43
—FALL RIVER GAS COMPANY
FOR APPROVAL OF FINAL COSTS
—IMPROVEMENT REQUISITIONS _
Iitle Authorized Expendgad (Underrun)
Misc. Ext. & Conn. New Cust. $ 400,000 $ 675,591
Distribution Blanket - Rep!. 400,000 439 545
Misc. - Production Dept. 10,000 5,545
Misc. - Disbribution Dept. 25,000 17,439
Office Equip. - Structures & Misc. 15,000 22,177
New Meters 325,000 285,990
Cathodic Protection 30,000 36,281
Install 1,800 of 2" Plastic Pipe,
18 Services, 18 Service Stubs,
18 Meter Installations - Bettencourt Farms,
Swansea 34,000 80,073
Install 530’ of 4" Plastic Pipe, 11 Services,
7 Service Stubs, 11 Meter Installations -
Beach Street, Fall River 19,322 21,028
Install 1,130 of 2" Plastic Pipe, 10 Senvices,
5 Service Stubs, 10 Meter Installations -
Winslow Avenue, Somerset 18,498 0
Install 5,000 of 4" Plastic Pipe, 70 Services,
40 Service Stubs, 70 Meter Installations -
Four Wind Estates - North Main St., FR 108,250 119,030
Install 1,720' of 4" Plastic Pipe, 16 Services,
8 Service Stubs, 16 Meter Installations -
Eliza Lane "Daisy Farm", Dartmouth 36,300 33,444
Install 860" of 2" Piastic Pipe, 7 Services,
4 Service Stubs, 7 Meter Installations -
Crest Road, Swansea 12,040 10,198
install 1,125' of 2" Plastic Pipe, 10 Services,
S Service Stubs, 10 Meter instaliations -
Lawton Lane, Westport 18,844 15,585
Install 460" of 4" Plastic Pipe, 12 Services,
6 Service Stubs, 12 Meter Installations -
School Brook Estates, Fall River 19,910 9,742
Install 620° of 2" Plastic Pipe, 5 Services,
2 Service Stubs, 5 Meter Installations -
Oxford Rd from Old Westport Rd.. Westport 9,220 7.439
Install 1,500' of 6" Plastic Pipe, 1 Service,
1 Meter Inst., 1 Regulator, 1 Regulator Instal. -
From Sagamore St. North on County St,, SO 72,000 43,534
Carried Forward $ 1553384 $ 1822652




RICH MAY BILODEARU Fax:6175563891 Oct 11899 16:43 P.82

A, ”\‘

—EaLL RIVER GAS COMPANY
-FOR APPROVAL OF FINAL COSTS
—IMPROVEMENT REQUISITIONS

Overrun
Req. # Title Authorized Expended (Underrun)
Brought Forward $ 1553384 $ 1822652 $ 269,268
1600 Install 35° of 6" Plastic Pipe
Stafford Road at Progress St. Regulator
Station, Fall River 9,000 11,732 2,732
1601 Install 325 of 2" Plastic Pipe, 1 Service,
1 Meter Installation - #31 Cape Bial Lane,
Westport 3,525 4,639 1,114
1604 Install 1,080 of 2" Plastic Pipe, 9 Services,
9 Meter Installations - Lewiston St. & Michae|
St., Fall River 15,120 13,810 (1,310)
1605 Install 645' of 2" Plastic Pipe, 1 Service,
1 Meter Installations - Riverside Ave.
Somerset 6,643 7,482 839
1606 Computer Upgrade due to year 2000 Compliance -
Main Office , Fall River 15,000 14,140 (860)
1607 Demolish & Dispose Building (86 Fifth St.) 9.000 8,880 (140)
1608 Install 920' of 2" Plastic Pipe, 1 Service,
1 Meter Installation - Aime's Way, Westport 4,750 6,097 1,347
16089 Replace Pressure Raise/Lower Controls @ Pond
St. Reg. Bldg. & Robeson St. Regulator Vaults 6,546 6,546 0
1610 Install 760" of 2" Plastic Pipe, 4 Services,
4 Meter Instaltations - Clyde's Way, Westport 9,380 6,852 (2,528)
1614 Install a New Phane System for all Four Buildings -
Fall River 122,850 130,518 7,668
1615 Install 3,820' of 4" Plastic Fipe, 3 Services,
3 Meter Installations - Martine St., Fall River 66,050 56,789 (8,261)
1616 Install 1,800' of 8" & 200" of 2" Plastic Pipe,
12 Services, 12 Meter Installations - County St.
from Johnson St. to Shawomet Ave., Somerset 120,234 52.517 (27,717
TOTAL IMPROVEMENT REQUISITIONS $ 1,541 482 $_21 82,635 $ 241 153
6175563891 PRGE. 82

0CT @1 'S99 16:47




RICH MAY BILODERU Fax:6175563891

Reg. #

X1-1998
X3-1998
X4-1998
X5-1998
X6-1998
X9-1998
" X10-1998
X452

X454

.

F RIVER COMPANY

Oct 1 1999 16:43 P.83

L~

FOR APPROVAL OF FINAL COSTS

RETIREMENT REQUISITIONS

Title
Misc. Main Ext. & Cust. Installations
Misc. --Production Department
Misc. - Distribution Department
Oﬁiceh Equipment - Struct. & Other Equip.
Condemned Meters
Automotive and Mechanized Equipment
Cut Off and Retirement of Abandoned Serv,
Demolish & Dispose Building @ 86 Fifth St.
Replacement 450" of 2° & 300 of 3* Steel Pipe,

12 Services, 12 Meter Installations - County St., SO

TOTAL RETIREMENT REQUISITIONS

0CT e

'99 16:48

$

$

Credit To Cost of
Plant Removal Salvage
59432 § 42811 §
16,123 7.000
10,662 Q72
20,062
119,427 13,300
26,927 68,184
619
253,252 $ 111,967 $ 20.300
6175563831 PAGE.B3




RICH MAY BILODEAU Fax:6175563891 Oct 11999 16:44  P.84

S~ .

FALL RIVER GAS COMPANY
REASONS FOR OVERRUN AND UNDERRUN
Requisition 1

The overrun of $275,591 was due to the amount authorized was $375,000 less than the
previous year and the amount expended was $22,000 less than 1997,

Requisition 2

The overrun of $39,545 was due to the amount authorized was $1,300,000 less than the
previous year and the amount expended was $245,000 less than the previous year.

Requisition 3
No comment.
Requisition 4

The underrun of $7,561 was due to fewer replacements of tools used in the Street
Department.

Requisition S

No comment.
Requisition 6

No comment.

Requisition 7

The overrun of $6,281 was due to the amount authorized was $120,000 less than the
previous year and the amount expended was average for this requisition.

Requisition 1554

The overrun of $46,073 was due to all three phases being done at the same time instead of
Just phase I, which was authorized. There was 6,000 ft. of pipe and 38 services installed instead
of 1,800 ft. of pipe and 18 services.

Requisition 1573

No Comment.

M= TS 1 AD
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RICH MAY BILODEARU Fax:6175563831 Oct 1 1999 16:44 P.85

~~ —

“Requisition 1574
The underrun of $18,498 was due to this job never being started.
Reguisition 1580
The overrun of $10,780 was due to additions 1o the subdivision after approval.
Requisition 1581

The underrun of $2,856 will be expended to complete services not yet installed.

Requigition 1584

The underrun of $1,841 was due to this subdivision being done in-house and was
completed for less than the estimate.

Requisition 1585

The underrun of $3,249 was due to this subdivision being done in-house and was
completed for less than the estimate.

Requisition 1589

The underrun of $10,168 was due to the main being complete and a majority of services
installed.

Requisition 1594

The underrun of $1,781 was due to this subdivision being done in-house and was
completed for less than the estimate.

Requisition 1599

The underrun of $28,466 was due to this main extension being done in-house and was
completed for less than the estimate. Also, there were additional services installed, as well as,
additional main footage.

Requisition 1600

The overrun of $2,732 was necessary to install a full opening valve, not originally figured
into project costs.

AT P11 Y QC 12 A0




RICH MAY BILODEAY Fax:6175563891 Oct 1 1999 16:44 P.86
~~ —~
Requisition 1601
No Comment.

Requisition 1604

The underrun of $1,310 was due to this subdivision being done in-house and completed
for less than the estimate,

Requisition 1605

The overrun of $839 was due to the tie-in to the existing main required more labor than
onginally estimated.

Requisition 1606

No Comment.
Reguisition 1607

No Comment.

Requisition 1608

The overrun of $1,347 was due to the customer was required to excavate this project due
to its length, however, it was more difficult than expected.

Requisition 1609

No Comment,

Requisition 1610

The underrun of $2,528 was due to this Jjob being done in-house and completed for less
than the estimate.

Requisition 1614

The overrun of $7,669 was due to a combination of recabling data network for all four
buildings. Also, the addition of a direct line and equipment needed for internet access.

Requisition 1615

The underrun of $9,261 was due to this main extension being done in-house including
Saturdays where larger than normal crews were used to increase production,
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Requisition 1616

The underrun of $27,717 was due to the main re
completed for less than the estimate.
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AMENDMENT TO
EMPLOYMENT AND SEVERANCE
AGREEMENTS

This Agreement dated October 4, 1999 between Fall River Gas Company (the “Company”)
and Peter H. Thanas (the “Executive”) shall be effective upon the consummation of the merger (the
“Merger”) of the Company into Southern Union Company (“SUG”).

RECITALS

Whereas, the Executive and the Company are parties to an employment agreement entered
into as of September 30, 1991 and amended as of January 1, 1999, (the “Employment Agreement”)
and a Severance Agreement dated as of January 1, 1999 (the “Severance Agreement”); and

Whereas, the Company desires to assure the continued service of Executive following the
Merger, and Executive is desirous of committing himself to such service; and

Whereas, the Executive and the Company desire to amend certain provisions of the
Employment Agreement and the Severance Agreement effective upon consummation of the
Merger;

AGREEMENTS

NOW, THEREFORE, for valuable consideration, the receipt and sufficiency of which is
acknowledged by the Company and the Executive, the Company and the Executive hereby agree as
follows:

1. Section 2 of the Employment Agreement shall be amended to read in its entirety as
follows:

“Executive’s title and duties shall be those of a division chief financial officer of
SUG. Executive agrees that his duties as described in this paragraph shall not
constitute “Good Reason” under the Severance Agreement. The Executive shall
perform his duties hereunder faithfully and to the best of his abilities and in
furtherance of the business of the Company and shall devote his full business time,
energy, attention and skill to the business of the Company and to the promotion of
its interests.”

2. Section 3 of the Employment Agreement shall be amended to read in its entirety as
follows:

“The term of the Executive’s employment hereunder shall be for a three-year period
beginning on the date of consummation of the Merger.”

W6-NY992730.205




3. Section 4 of the Employment Agreement shall be amended to read in its entirety as
follows:

“The Company agrees to pay and the Executive agrees to accept, in accordance with
the provisions contained herein, as compensation for performance of his duties and
obligations to the Company hereunder, a salary at an annual rate as established by
the Executive Committee of the Board of Directors of the Company from time to
time, but in no event less than the annual rate in effect for the then immediately
preceding twelve-month period.”

4, Section 5 of the Employment Agreement is amended by adding the following as a
new paragraph (b) thereof:

“(b) In addition to the foregoing, the Executive shall be paid a cash bonus of
$38,888.89 for each full month of the eighteen (18) months following
consummation of the Merger ($700,000 in the aggregate) during which the
Executive shall remain in the employment of the Company. In the event that
Executive’s employment is terminated by Executive or the Company for any reason
during the 36-month period following consummation of the Merger, the Company
may set off against any payments due Executive under the Severance Agreement
one hundred percent (100%) of the cash bonuses received by Executive under this
subsection. Amounts paid under this subsection or under the Severance Agreement
shall not be taken into account (i) as wages for purposes of the Medicare Tax
Reimbursement and related Gross-Up Payment under subsection 7(f) of the
Employment Agreement, or (ii) as compensation for purposes of any pension or
other benefit plan or program.”

5. Subsection 7(a) of the Employment Agreement shall be amended by replacing the
term “Company” with the term “Division” in each place it appears, and by adding the following to
the end of such subsection:

“For this purpose, the term ‘Division’ shall mean the Fall River Gas Company
Division of SUG. In addition, the Executive shall be eligible to participate in the
Southern Union Company Supplemental Deferred Compensation Plan and shall be
eligible to be granted awards under the Southern Union 1992 Long Term Stock
Incentive Plan, as amended, in the discretion of the committee administering such
plan, in each case in accordance with the terms and conditions of the respective
plan.”

6. Subsection 7(f) of the Employment Agreement shall be amended to read in its
entirety as follows:

“For a period commencing with the month in which termination of employment for
other than Cause shall have occurred, and ending upon the later of the date of the
Executive’s or the Executive’s spouse’s death, or such earlier date as the Executive
becomes covered by another employer’s group health plan, the Executive, his
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spouse, and any eligible dependents (to the extent they continue to be eligible) shall
continue to be entitled to receive all health and dental care benefits provided from
time to time to active employees of the Fall River Gas Company Division of SUG,
at no cost to the Executive. Benefits under this subsection shall be provided either
under this Agreement or the Severance Agreement, but not both.”

7. Section 9 of the Employment Agreement shall be amended by adding the following
to the end thereof:

“Notwithstanding the foregoing provisions of this Section 9, in the event
Executive’s employment is terminated (by Executive or the Company) for any
reason within 36 months following consummation of the Merger, Executive shall be
entitled to receive either (but not both) of:

) the benefits he is entitled to under the Severance Agreement (offset
by the amount of the bonus payments received under subsection 5(b)
of the Employment Agreement); or

(i)  the benefits he is entitled to under Section 9 of the Employment
Agreement.

As a condition to receiving payments under the Severance Agreement or Section 9
of the Employment Agreement, the Executive shall execute SUG’s standard form of
waiver and release of all claims.”

8. The last sentence of Section 15 of the Employment Agreement shall be amended to
read as follows:

“The Parties further agree that all arbitration costs and expenses, including
attorneys’ fees for counsel representing the Executive and counsel representing the
Company, shall be paid by the Company, except that attorneys’ fees for counsel
representing the Executive shall not be paid by the Company in the event the
Arbitrator determines that the employment of the Executive hereunder was properly
terminated for Cause or that Executive’s material claim is, or claims are, frivolous
or without merit, in which event the Executive shall bear all such fees, costs, and
expenses.”

9. Section 3(c) of the Severance Agreement shall be amended to read in its entirety as
follows:

“For a period commencing with the month in which termination of employment as
described in paragraph 3 hereof shall have occurred, and ending upon the later of the
date of the Executive’s or the Executive’s spouse’s death, or such earlier date as the
Executive becomes covered by another employer’s group health plan, the Executive,
his spouse, and any eligible dependents (to the extent they continue to be eligible)
shall continue to be entitled to receive all health and dental care benefits provided
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from time to time to active employees of the Fall River Gas Company Division of
SUG, at no cost to the Executive. Benefits under this subsection shall be provided
either under this Agreement or the Employment Agreement, but not both.”

10.  Section 3 of the Severance Agreement shall be amended by adding a new
subparagraph (d) to the end thereof, which shall read as follows:

“(d)  Any payments due to the Executive under this Severance Agreement shall
be reduced by the amount of any bonus payments made to the Executive under
subsection 5(b) of the Employment Agreement (as amended by the Amendment to
Employment and Severance Agreements dated October 4, 1999). As a condition to
receiving payments under this Severance Agreement, the Executive shall execute
SUG’s standard form of waiver and release of all claims. Amounts paid under this
Severance Agreement shall not be taken into account (i) as wages for purposes of
the Medicare Tax Reimbursement and related Gross-Up Payment under subsection
7(f) of the Employment Agreement, or (ii) as compensation for purposes of any
pension or other benefit plan or program.”

11. The first sentence of Section 7(a) of the Severance Agreement shall be amended to
read as follows: )

“Except for the set-off provided for in subsection 5(b) of the Employment
Agreement (as amended by the Amendment to Employment and Severance
Agreements dated October 4, 1999), the Company’s obligation to make the
payments provided for in this Severance Agreement and otherwise to perform its
obligations hereunder shall not be affected by any set-off, counterclaim,
recoupment, defense or other claim, right or action which the Company may have
against the Executive or others.”

12. Section 11 of the Severance Agreement shall be amended by adding the following
to the end thereof:

“Notwithstanding the foregoing, the definition of Change in Control shall only
apply to the merger of Fall River Gas Company into SUG.”
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The Narragansett Electric Company d/b/a National Grid
Southern Union Company

Docket D-06-13

Responses to Attorney General Data Requests — Set 2
Issued on May 19, 2006

Attorney General Data Request 2-2

Request:

Provide a diagram of the corporate parent/subsidiary/divisional relationships among
SUC, New England Gas Company (presumably a SUC division only and not a
separate corporation), Valley Resources, Inc/Valley Gas Company (“Valley Gas”),
Bristol and Warren Gas Company (“B&W”), FRG and North Attleboro Gas
Company (“NAG”) as follows:

@) immediately prior to SUC’s purchases of ProvGas, Valley Gas, B&W, FRG
and NAG;

(b) immediately following the closing of such acquisitions, indicating, in addition,
any changes occurring during SUC’s interim period of ownership (either
direct or indirect); and

(© following the close of the proposed transaction involving the acquisition by
Narragansett Electric Company of SUC’s Rhode Island properties.

(d) following the establishment of a separate subsidiary to hold SUC’s
Massachusetts gas utility assets as described in the response to Division Data
Request 3-4.

Response:

Southern Union objects to Attorney General Data Request 2-2 on the basis that it
requests information that is not relevant to the issues properly under consideration by
the Division, is overly broad, and is not reasonably calculated to lead to discovery of
evidence relevant to the issues in this proceeding. Subject to and without waiving
such objections, Southern Union responds as follows:

@ Prior to the mergers with Southern Union Company:

e Bristol & Warren (“B&W?”) and Valley Gas Company (“Valley Gas”),
both operated as public utilities in the state of Rhode Island as wholly-
owned subsidiaries of Valley Resources, Inc., a Rhode Island corporation
(“Valley Resources”).

e North Attleboro Gas Company, a Massachusetts corporation (“NAG”),
and Providence Gas Company, a Rhode Island corporation (“ProvGas”)
were wholly-owned subsidiaries of Providence Energy Corporation, a
Rhode Island corporation (“ProvEnergy”).



(b)

(©)

(d)

The Narragansett Electric Company d/b/a National Grid
Southern Union Company

Docket D-06-13

Responses to Attorney General Data Requests — Set 2
Issued on May 19, 2006

e Fall River Gas Company, Inc. (“Fall River”) was a Massachusetts
corporation.

e Southern Union, a Delaware corporation, had no prior ownership
relationship with B&W, Valley Gas, Valley Resources, NAG, ProvGas or
ProvEnergy.

Closing of the merger: Valley Resources was merged with and into SUG
Acquisition Corporation, a wholly owned subsidiary of Southern Union, with
Valley Resources as the surviving corporation. Immediately following that
merger, Valley Gas and B&W were merged into Valley Resources.
Immediately after the subsidiary mergers, Valley Resources was merged into
Southern Union. The Valley Resources utility operations then became part of
the New England business unit of Southern Union.

Similarly, GUS Acquisition Corporation, a wholly owned subsidiary of
Southern Union, was merged with and into ProvEnergy with ProvEnergy
remaining as the surviving corporation. Immediately thereafter, NAG was
merged into ProvEnergy. Immediately following the merger of NAG,
ProvGas was merged into ProvEnergy. Immediately after the subsidiary
mergers, ProvEnergy was merged into Southern Union. The ProvEnergy
utility operations then became part of the New England business unit of
Southern Union.

Fall River was merged into Southern Union and became part of the New
England business unit of Southern Union.

Following the mergers with Southern Union, ProvEnergy, ProvGas, NAG,
Valley Gas and Fall River became operating divisions of Southern Union and
were organized by Southern Union into its New England business unit.

Following the closing of the proposed transaction with National Grid,
Southern Union will retain NAG and Fall River as part of its New England
Gas Company business unit.

Following the establishment of a separate subsidiary to hold Southern Union’s
Massachusetts gas utility assets, the New England Gas Company business unit
(holding the NAG and Fall River assets) is expected to become a wholly-
owned subsidiary of Southern Union Company.

Prepared by or under the supervision of: Richard N. Marshall



The Narragansett Electric Company d/b/a National Grid
Southern Union Company

Docket D-06-13

Responses to Attorney General Data Requests — Set 2
Issued on May 19, 2006

Attorney General Data Request 2-3

Request:

Please describe the allocation of environmental liabilities for or with respect to the
operation of these companies between the respective buyer and seller (or between or
among intra-corporate family affiliates) which was or is to be effected, as applicable,
as a result of each of these transactions.

Response:

Southern Union objects to Attorney General Data Request 2-3 on the basis that it
requests information that is not relevant to the issues properly under consideration by
the Division, is overly broad, and is not reasonably calculated to lead to discovery of
evidence relevant to the issues in this proceeding. Subject to and without waiving
such objections, Southern Union responds as follows:

Please see the Purchase and Sale Agreement between Southern Union and National
Grid USA, dated as of February 15, 2006, which is on file in this proceeding, for a
description of the allocation of liabilities relating to the transaction between the
parties, including the allocation of environmental liabilities.

Please also see Attachment AG-2-1(a), which is the Agreement of Merger between
Southern Union Company and Fall River Gas Company, dated October 4, 1999,
including Section 2.1 thereof (providing, in relevant part, for the transfer to the
surviving merged corporation of “all obligations, duties, debts and liabilities” of Fall
River Gas Company).

Prepared by or under the supervision of: Richard N. Marshall
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Responses to Attorney General Data Requests — Set 2
Issued on May 19, 2006

Attorney General Data Request 2-4

Request:

State the reasons for excluding SUC’s Massachusetts assets from the proposed sale to
Narragansett Electric Company (“NEC”). Provide all documents and correspondence
related to this decision and action and a time-line for the sales process conducted by SUC
for its Northeast U.S. assets prior to execution of the acquisition documents with NEC for
the sale of the Rhode Island assets.

Response:

Southern Union objects to Attorney General Data Request 2-4 on the basis that it requests
information that is not relevant to the issues properly under consideration by the Division,
is overly broad, and is not reasonably calculated to lead to discovery of evidence relevant
to the issues in this proceeding. Subject to and without waiving such objections,
Southern Union responds as follows:

As discussed in the response to Division Data Request 5-1, Southern Union’s decision to
divest certain of the local distribution operations occurred over a very short time period
as a result of the acquisition of Sid Richardson Energy Services, Ltd and related entities
(together “SRES”). On December 15, 2005, Southern Union entered into a Purchase and
Sale Agreement to acquire the SRES operations at a price of $1.6 billion. Southern
Union made a decision in January 2006 to explore the potential sale of LDC assets to
raise cash to reduce the level of borrowing that would be required to fund the SRES
acquisition. In addition, with the simultaneous acquisition and divestiture of assets,
Southern Union recognized the potential to obtain like-kind exchange treatment for the
SRES transaction under Section 1031 of the Internal Revenue Code (explained in
response to Data Request DIV-5-4). However, to maximize the Company’s ability to
qualify for such treatment, the closing for the Rhode Island transaction had to occur
within the 180-day “safe harbor” period that would commence on the closing date for the
SRES transaction, or March 1, 2006.

Therefore, in considering the sale of the New England Gas Company assets, Southern
Union’s priority was to structure the sale in a way that would produce the maximum level
of value to offset the SRES acquisition combined with the greatest potential to meet the
Company’s timing requirements. The Company had efforts underway to develop a base-
rate filing and rate plan for the Massachusetts operations (which would increase the value
of the business and therefore argued against the immediate sale of the assets) and, in
addition, the sale of the Massachusetts assets would have required regulatory approval
from the MDTE. This would have required Southern Union to pursue simultaneous
regulatory approvals in three states (i.e., Pennsylvania, Rhode Island and Massachusetts).
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Given the size of the Massachusetts operations, the value produced by the sale of those
assets would not have outweighed the incremental difficulty and risk involved in
obtaining regulatory approval in a third jurisdiction. Accordingly, Southern Union
decided to move ahead with the sale of the Rhode Island assets and to exclude the
Massachusetts assets from the sale process.

Prepared by or under the supervision of: Richard N. Marshall
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Attorney General Data Request 2-5

Request:

Describe all actions taken to date to create the contemplated Massachusetts subsidiary to
hold SUC’s Massachusetts gas utility assets and, any applicable governmental approvals
required for the same.

Response:

Southern Union objects to Attorney General Data Request 2-5 on the basis that it requests
information that is not relevant to the issues properly under consideration by the Division,
is overly broad, and is not reasonably calculated to lead to discovery of evidence relevant
to the issues in this proceeding. Subject to and without waiving such objections,
Southern Union responds as follows:

Please see the response to Attorney General Data Request 1-14.

Southern Union has received approval for the transfer from its Board of Directors and its
shareholders. The transfer requires the approval of the Massachusetts Department of
Telecommunications and Energy (“MDTE”) pursuant to G.L. c. 164, 8 96 because it
involves the transfer or conveyance of utility assets. At such time that Southern Union
obtains the approval of the MDTE, Southern Union will determine the steps necessary to
implement the transfer.

Prepared by or under the supervision of: Richard N. Marshall
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Attorney General Data Request 2-6

Request:

Provide all documents related to any due diligence with respect to environmental matters
conducted by SUC with respect to or related to its acquisition of FRG.

Response:

Southern Union objects to Attorney General Data Request 2-6 on the basis that it requests
information that is not relevant to the issues properly under consideration by the Division,
is overly broad, and is not reasonably calculated to lead to discovery of evidence relevant
to the issues in this proceeding.

Prepared by or under the supervision of: Richard N. Marshall
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Attorney General Data Request 2-7

Request:

With respect to SUC’s response to the Division’s discovery request 4-4, please describe
in detail the “essential information” and *“agreement . . . on fundamental aspects of a
remediation plan” which SUC asserts are lacking in order for SUC to provide or
undertake an estimate of the costs of remediation of the Bay Street area site. This request
inquires beyond the discussion set forth in correspondence from David Black, New
England Gas Company, to Leo Hellested, Rhode Island Department of Environmental
Management (“RIDEM”), dated December 13, 2005 (included as an attachment to
Response and Objection of Southern Union Company to Petitions to Intervene (April 21,
2006)) (the “Black Letter”). Provide all documents related to any estimation or
assessment of remediation costs related to the Bay Street Neighborhood Area site.

Response:

Southern Union objects to Attorney General Data Request 2-7 on the basis that it requests
information that is not relevant to the issues properly under consideration by the Division,
is overly broad, and is not reasonably calculated to lead to discovery of evidence relevant
to the issues in this proceeding. Subject to and without waiving such objections,
Southern Union responds as follows:

Southern Union has not developed an estimate of the cost of remediating the
environmental issues associated with the Bay Street Area.

Prepared by or under the supervision of: Richard N. Marshall
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Attorney General Data Request 2-8

Request:

Provide all documents, correspondence and memoranda referred to or relied on in the
preparation of the Black Letter. Provide all correspondence between SUC/NEG and its
consultants and/or RIDEM or third parties following the Black Letter to the present with
respect to the Bay Street Neighborhood Area site.

Response:

Southern Union objects to Attorney General Data Request 2-8 on the basis that it requests
information that is not relevant to the issues properly under consideration by the Division,
is not reasonably calculated to lead to discovery of evidence relevant to the issues in this
proceeding and seeks the discovery of privileged documents.

Prepared by or under the supervision of: Richard N. Marshall
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Attorney General Data Request 2-9

Request:

Provide all correspondence or documents related to correspondence with the insurance
carriers (to and from), if any, related to the Bay Street Neighborhood Area site referenced
in Response to Division Data Request 4-2.

Response:

Southern Union objects to the Attorney General Data Request 2-9 on the basis that it
requests information that is not relevant to the issues properly under consideration by the
Division, is vague and burdensome, is not reasonably calculated to lead to discovery of
evidence relevant to the issues in this proceeding and seeks the discovery of privileged
documents.

Prepared by or under the supervision of: Richard N. Marshall



The Narragansett Electric Company d/b/a National Grid
Southern Union Company

Docket D-06-13

Responses to Attorney General Data Requests — Set 2
Issued on May 19, 2006

Attorney General Data Request 2-10

Request:

Provide all pleadings, filings and other documents related to the following litigation
matters and investigations: (a) Angel Arriaga et al v. New England Gas Company et al.;
(b) Bay Street, Tiverton, site; and (c) Cory’s Lane, Tiverton, site. Each as referenced in
Schedules A and B of the Litigation Support Agreement, Exhibit 8.1(d) to the Purchase
and Sale Agreement, dated February 15, 2006.

Response:

Southern Union objects to the Attorney General Data Request 2-10 on the basis that it
requests information that is not relevant to the issues properly under consideration by the
Division, is overly broad, is burdensome, is not reasonably calculated to lead to discovery
of evidence relevant to the issues in this proceeding and seeks the discovery of privileged
documents. Subject to and without waiving these objections, Southern Union responds as
follows:

All pleadings and related filings are publicly available to the Attorney General and are
unreasonable to produce in this proceeding because of the volume of documents.
However, if the Attorney General specifies a particular pleading or filing that he would
like to review, Southern Union will provide the Attorney General with a copy.

Prepared by or under the supervision of: Richard N. Marshall
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Attorney General Data Request 2-11

Request:

Provide the Settlement Agreement, Allocation Agreement and BV&GE Settlement Fund
Agreement, referenced in Schedule 5.12, Section VI to the Purchase and Sale Agreement,
dated February 15, 2006.

Response:

Southern Union objects to the Attorney General Data Request 2-11 on the basis that it
requests information that is not relevant to the issues properly under consideration by the
Division, and is not reasonably calculated to lead to discovery of evidence relevant to the
issues in this proceeding.

Prepared by or under the supervision of: Richard N. Marshall
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