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PART I - FINANCIAL INFORMATION

ITEM 1. FINANCIAL STATEMENTS

SOUTHWEST GAS CORPORATION AND SUBSIDIARIES
CONDENSED CONSOLIDATED BALANCE SHEETS

(Thousands of dollars, except par value)
(Unaudited)

JUNE 30,
2005

DECEMBER 31,
2004

                                      ASSETS       
Utility plant:   
    Gas plant   $ 3,403,574 $ 3,287,591 
    Less: accumulated depreciation    (1,049,824)  (985,919)
    Acquisition adjustments, net    2,263  2,353 
    Construction work in progress    35,084  31,967 

        Net utility plant    2,391,097  2,335,992 



Other property and investments    106,257  99,879 

Current assets:   
    Cash and cash equivalents    8,719  13,641 
    Accounts receivable, net of allowances    112,425  176,090 
    Accrued utility revenue    32,400  68,200 
    Deferred purchased gas costs    58,197  82,076 
    Prepaids and other current assets    58,542  91,986 

        Total current assets    270,283  431,993 

Deferred charges and other assets    81,123  70,252 

Total assets   $ 2,848,760 $ 2,938,116 

                          CAPITALIZATION AND LIABILITIES   
Capitalization:   
    Common stock, $1 par (authorized - 45,000,000 shares; issued   
        and outstanding - 38,263,948 and 36,794,343 shares)   $ 39,894 $ 38,424 
    Additional paid-in capital    600,736  566,646 
    Accumulated other comprehensive income (loss), net    (10,892)  (10,892)
    Retained earnings    125,879  111,498 

        Total equity    755,617  705,676 
    Subordinated debentures due to Southwest Gas Capital II    100,000  100,000 
    Long-term debt, less current maturities    1,173,194  1,162,936 

        Total capitalization    2,028,811  1,968,612 

Current liabilities:   
    Current maturities of long-term debt    31,246  29,821 
    Short-term debt    --  100,000 
    Accounts payable    79,120  165,872 
    Customer deposits    54,546  50,194 
    Accrued general taxes    36,371  38,189 
    Accrued interest    21,370  22,425 
    Deferred income taxes    19,250  26,676 
    Other current liabilities    49,632  49,854 

        Total current liabilities    291,535  483,031 

Deferred income taxes and other credits:   
    Deferred income taxes and investment tax credits    300,674  281,743 
    Taxes payable    8,292  3,965 
    Accumulated removal costs    94,000  84,000 
    Other deferred credits    125,448  116,765 

        Total deferred income taxes and other credits    528,414  486,473 

Total capitalization and liabilities   $ 2,848,760 $ 2,938,116 

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

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

THREE MONTHS ENDED
JUNE 30,

SIX MONTHS ENDED
JUNE 30,

TWELVE MONTHS
ENDED

JUNE 30,

2005 2004 2005 2004 2005 2004



Operating revenues:               
    Gas operating revenues   $ 298,048 $ 226,756 $ 793,031 $ 660,540 $1,394,543 $1,129,528 
    Construction revenues    63,082  51,941  110,979  91,557  234,430  194,436 

        Total operating revenues    361,130  278,697  904,010  752,097  1,628,973  1,323,964 

Operating expenses:   
    Net cost of gas sold    167,025  111,114  470,952  347,712  769,006  543,705 
    Operations and maintenance    74,957  70,687  149,233  140,668  299,365  277,040 
    Depreciation and amortization    38,570  36,058  77,062  72,142  150,938  141,743 
    Taxes other than income taxes    10,075  9,589  20,389  19,498  38,560  36,953 
    Construction expenses    55,568  45,295  98,590  80,321  205,309  171,765 

        Total operating expenses    346,195  272,743  816,226  660,341  1,463,178  1,171,206 

Operating income    14,935  5,954  87,784  91,756  165,795  152,758 

Other income and (expenses):   
    Net interest deductions    (20,245)  (18,799)  (40,278)  (37,543)  (81,517)  (74,875)
    Net interest deductions on subordinated debentures    (1,930)  (1,931)  (3,861)  (3,861)  (7,724)  (6,541)
    Preferred securities distributions    --  --  --  --  --  (1,442)
    Other income (deductions)    2,263  1,032  3,656  1,176  6,231  3,824 

        Total other income and (expenses)    (19,912)  (19,698)  (40,483)  (40,228)  (83,010)  (79,034)

Income (loss) before income taxes    (4,977)  (13,744)  47,301  51,528  82,785  73,724 
Income tax expense (benefit)    (2,160)  (5,382)  17,289  18,846  28,680  23,975 

Net income (loss)   $ (2,817) $ (8,362) $ 30,012 $ 32,682 $ 54,105 $ 49,749 

Basic earnings (loss) per share   $ (0.07) $ (0.24) $ 0.80 $ 0.95 $ 1.48 $ 1.45 

Diluted earnings (loss) per share   $ (0.07) $ (0.24) $ 0.80 $ 0.94 $ 1.47 $ 1.44 

Dividends paid per share   $ 0.205 $ 0.205 $ 0.41 $ 0.41 $ 0.82 $ 0.82 

Average number of common shares outstanding    37,701  34,741  37,400  34,576  36,606  34,269 
Average shares outstanding (assuming dilution)    --  --  37,701  34,825  36,916  34,556 

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

(Thousands of dollars)
(Unaudited)

SIX MONTHS ENDED
JUNE 30,

TWELVE MONTHS
ENDED

JUNE 30,

2005 2004 2005 2004

CASH FLOW FROM OPERATING ACTIVITIES:           
     Net income   $ 30,012 $ 32,682 $ 54,105 $ 49,749 
     Adjustments to reconcile net income to net   
       cash provided by operating activities:   
         Depreciation and amortization    77,062  72,142  150,938  141,743 
         Deferred income taxes    11,505  18,066  31,440  52,899 
         Changes in current assets and liabilities:   
           Accounts receivable, net of allowances    65,757  31,251  (14,801)  (8,676)
           Accrued utility revenue    36,982  36,400  (918)  (1,400)



           Deferred purchased gas costs    25,430  (42,117)  (5,378)  (85,317)
           Accounts payable    (88,335)  (46,232)  13,655  11,604 
           Accrued taxes    2,302  628  4,701  (1,184)
           Other current assets and liabilities    35,928  4,001  6,521  (3,811)
         Other    (6,598)  (777)  (4,771)  5,042 

         Net cash provided by operating activities    190,045  106,044  235,492  160,649 

CASH FLOW FROM INVESTING ACTIVITIES:   
     Construction expenditures and property additions    (121,160)  (126,227)  (297,621)  (266,005)
     Other    (4,581)  2,823  (1,298)  (18,699)

         Net cash used in investing activities    (125,741)  (123,404)  (298,919)  (284,704)

CASH FLOW FROM FINANCING ACTIVITIES:   
     Issuance of common stock, net    35,560  18,347  75,900  30,392 
     Dividends paid    (15,330)  (14,176)  (29,990)  (28,102)
     Issuance of subordinated debentures, net    --  --  --  96,312 
     Issuance of long-term debt, net    13,293  8,000  152,428  3,484 
     Retirement of long-term debt, net    (2,749)  (3,194)  (82,992)  (8,788)
     Retirement of preferred securities    --  --  --  (60,000)
     Temporary changes in long-term debt    --  --  --  37,000 
     Change in short-term debt    (100,000)  2,000  (54,000)  54,000 

         Net cash provided by (used in) financing activities    (69,226)  10,977  61,346  124,298 

     Change in cash and cash equivalents    (4,922)  (6,383)  (2,081)  243 
     Cash at beginning of period    13,641  17,183  10,800  10,557 

     Cash at end of period   $ 8,719 $ 10,800 $ 8,719 $ 10,800 

     Supplemental information:   
     Interest paid, net of amounts capitalized   $ 43,204 $ 40,317 $ 83,320 $ 78,597 
     Income taxes paid (received), net    825  118  (11,933)  (25,544)

The accompanying notes are an integral part of these statements.
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Note 1 - Summary of Significant Accounting Policies
 
Nature of Operations. Southwest Gas Corporation (the "Company") is composed of two segments: natural gas operations
("Southwest" or the "natural gas operations" segment) and construction services. Southwest purchases, transports, and
distributes natural gas to customers in portions of Arizona, Nevada, and California. The public utility rates, practices,
facilities, and service territories of Southwest are subject to regulatory oversight. The timing and amount of rate relief can
materially impact results of operations. Natural gas sales are seasonal, peaking during the winter months. Variability in
weather from normal temperatures can materially impact results of operations. Natural gas purchases and the timing of
related recoveries can materially impact liquidity. Northern Pipeline Construction Co. ("NPL" or the "construction services"
segment), a wholly owned subsidiary, is a full-service underground piping contractor that provides utility companies with
trenching and installation, replacement, and maintenance services for energy distribution systems.
 
Basis of Presentation. The condensed consolidated financial statements included herein have been prepared by the
Company, without audit, pursuant to the rules and regulations of the Securities and Exchange Commission (the "SEC").
Certain information and footnote disclosures normally included in financial statements prepared in accordance with
generally accepted accounting principles have been condensed or omitted pursuant to such rules and regulations. The
preparation of the condensed consolidated financial statements requires management to make estimates and assumptions that
affect the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the
financial statements and the reported amounts of revenue and expenses during the reporting period. Actual results could
differ from those estimates. In the opinion of management, all adjustments, consisting of normal recurring items and
estimates necessary for a fair presentation of the results for the interim periods, have been made. It is suggested that these
condensed consolidated financial statements be read in conjunction with the consolidated financial statements and the notes
thereto included in the 2004 Annual Report to Shareholders, which is incorporated by reference into the 2004 Form 10-K,
and the first quarter 2005 Form 10-Q.
 



Intercompany Transactions. NPL recognizes revenues generated from contracts with Southwest (see Note 2 below).
Accounts receivable for these services were $8 million at June 30, 2005 and $8.3 million at December 31, 2004. The
accounts receivable balance, revenues, and associated profits are included in the condensed consolidated financial
statements of the Company and were not eliminated during consolidation in accordance with Statement of Financial
Accounting Standards ("SFAS") No. 71, “Accounting for the Effects of Certain Types of Regulation.”
 
Recently Issued Accounting Pronouncements. In November 2004, the Financial Accounting Standards Board ("FASB")
issued SFAS No. 151, “Inventory Costs.” SFAS No. 151 is an amendment of Accounting Research Bulletin (“ARB”) No.
43, “Restatement and Revision of Accounting Research Bulletins.” SFAS No. 151 addresses the accounting for abnormal
amounts of idle facility expense, freight handling costs and spoilage and will no longer allow companies to capitalize such
inventory costs on their balance sheets when the production defect rate varies significantly from the expected rate. The
provisions of SFAS No. 151 are effective for inventory costs incurred during fiscal years beginning after June 15, 2005. The
adoption of the standard is not expected to have a material impact on the financial position or results of operations of the
Company.
 
In December 2004, the FASB issued SFAS No. 153, “Exchanges of Nonmonetary Assets.” SFAS No. 153 is an amendment
of Accounting Principles Board Opinion (“APB”) No. 29, “Accounting for Nonmonetary Transactions.” SFAS No. 153
addresses the accounting for exchanges of similar productive assets and eliminates the exception to the fair-value principle
for such exchanges, which previously had been accounted for based on the book value of the asset surrendered with no gain
recognition. Under SFAS No. 153, using certain criteria, the gain would be recognized currently and not deferred. The
provisions of SFAS No. 153 are effective for nonmonetary asset exchanges occurring in fiscal periods beginning after
June 15, 2005. The adoption of the standard is not expected to have a material impact on the financial position or results of
operations of the Company.
 
In May 2005, The FASB issued SFAS No. 154, “Accounting Changes and Error Corrections.” SFAS No. 154 is a
replacement of APB Opinion No. 20, “Accounting Changes” and SFAS No. 3, “Reporting Accounting Changes in Interim
Financial Statements.” SFAS No. 154 changes the requirements for the accounting for and reporting of a change in
accounting principle, and requires retrospective application for voluntary changes in accounting principle unless it is
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impracticable to do so. The provisions of SFAS No. 154 are effective for accounting changes made in fiscal years beginning
after December 15, 2005. The adoption of the standard is not expected to have a material impact on the financial position or
results of operations of the Company.
 
In March 2005, the FASB issued Interpretation No. 47 (“FIN 47”), “Accounting for Conditional Asset Retirement
Obligations.” FIN 47 is an interpretation of SFAS No. 143, “Accounting for Asset Retirement Obligations.” FIN 47 clarifies
that the term conditional asset retirement obligation as used in SFAS No. 143, refers to a legal obligation to perform an asset
retirement activity in which the timing or method of settlement are conditional on a future event that may or may not be
within the control of the entity. The obligation to perform the asset retirement activity is unconditional even though
uncertainty exists about the timing or method of settlement. An entity is required to recognize a liability for the fair value of
a conditional asset retirement obligation if the fair value of the liability can be reasonably estimated. FIN 47 is designed to
clarify when an entity would have sufficient information to reasonably estimate the fair value of an asset retirement
obligation. For the Company, FIN 47 is effective at the end of 2005.
 
Upon adoption of SFAS No. 143 in January 2003, Southwest concluded it could not reasonably estimate its conditional asset
retirement obligation. At the time of adoption, Southwest determined that it had limited legal obligations related to
retirement costs for portions of its system that are subject to limited-duration easements and rights-of-way agreements.
However, Southwest has traditionally been able to renew its easements and rights-of-way without having to retire, abandon,
or remove facilities, and anticipates no serious difficulties in obtaining future renewals. In addition, certain franchises and
provisions of federal and state statutes for abandonment of facilities impose removal obligations. Southwest has the intent
and the ability to operate such facilities indefinitely (other than for replacements due to ordinary deterioration). As a result,
the length of time until settlement of the asset retirement obligation is unknown. Management is evaluating the criteria under
FIN 47 to determine what, if any, impact the new standard may have on the financial position or results of operations of the
Company.
 
In December 2004, the FASB issued SFAS No. 123 (revised 2004), “Share-Based Payment.” SFAS No. 123 (revised 2004)
is a revision of SFAS No. 123, “Accounting for Stock-Based Compensation” and supersedes APB No. 25, “Accounting for
Stock Issued to Employees.” SFAS No. 123 (revised 2004) establishes standards for the accounting for transactions in which
an entity exchanges its equity instruments for goods or services. It also addresses transactions in which an entity incurs
liabilities in exchange for goods or services that are based on the fair value of the entity’s equity instruments or that may be
settled by the issuance of those equity instruments. This statement eliminates the alternative to use APB No. 25 and the
intrinsic value method of accounting. SFAS No. 123 (revised 2004) requires entities to recognize the cost of employee
services received in exchange for awards of equity instruments based on the grant-date fair value of those awards (with
limited exceptions). The provisions of the statement are effective (as amended by the SEC) for the Company beginning
January 2006. In 2006, compensation expense will increase due to the adoption of SFAS No. 123 (revised 2004) since no
compensation expense is currently recorded for the Company's Stock Incentive Plan. The table below illustrates the effect
SFAS No. 123 would have had on historical net income and earnings per share.
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Stock-Based Compensation. The Company has two stock-based compensation plans, which are described more fully in
Note 9 - Employee Benefits in the 2004 Annual Report to Shareholders. These plans are currently accounted for in
accordance with APB Opinion No. 25 “Accounting for Stock Issued to Employees” and related interpretations. The
following table illustrates the effect on net income and earnings per share if the Company had applied the fair value
recognition provision of SFAS No. 123 "Accounting for Stock-Based Compensation" to its stock-based employee
compensation (thousands of dollars, except per share amounts):
 

Period Ended June 30,

Three Months Six Months Twelve Months

2005 2004 2005 2004 2005 2004

Net income (loss), as reported   $ (2,817) $ (8,362) $ 30,012  $ 32,682  $ 54,105  $ 49,749  
Add:   
   Stock-based employee   
   compensation expense included   
   in reported net income (loss),   
   net of related tax benefits    398  499  900  888  1,837  2,414 
Deduct:   
   Total stock-based employee   
   compensation expense   
   determined under fair value   
   based method for all awards,   
   net of related tax benefits    (487)  (699)  (1,086)  (1,206)  (1,838)  (2,964)

Pro forma net income (loss)   $ (2,906) $ (8,562) $ 29,826 $ 32,364 $ 54,104 $ 49,199 

Earnings (loss) per share:   
   Basic - as reported   $ (0.07) $ (0.24) $ 0.80 $ 0.95 $ 1.48 $ 1.45
   Basic - pro forma    (0.08)  (0.25)  0.80  0.94  1.48  1.44
   
   Diluted - as reported    (0.07)  (0.24)  0.80  0.94  1.47  1.44
   Diluted - pro forma    (0.08)  (0.25)  0.79  0.93  1.47  1.42

Components of Net Periodic Benefit Cost. Southwest has a noncontributory qualified retirement plan with defined benefits
covering substantially all employees. Southwest also provides postretirement benefits other than pensions ("PBOP") to its
qualified retirees for health care, dental, and life insurance benefits.
 
Components of Net Periodic Benefit Cost

 

Qualified Retirement Plan

Period Ended June 30,

Three Months Six Months Twelve Months

2005 2004 2005 2004 2005 2004

Service cost   $ 3,947 $ 3,447 $ 7,894 $ 6,895 $ 14,789 $ 13,028 
Interest cost    6,332  5,915  12,664  11,830  24,493  22,451 
Expected return on plan assets    (7,388)  (7,017)  (14,776)  (14,034)  (28,809)  (27,642)
Amortization of prior service costs    (3)  14  (6)  27  21  56 
Amortization of unrecognized   
    transition obligation    --  --  --  --  --  397 
Amortization of net (gain) loss    613  --  1,226  --  1,226  -- 

Net periodic benefit cost   $ 3,501 $ 2,359 $ 7,002 $ 4,718 $ 11,720 $ 8,290 
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PBOP

Period Ended June 30,

Three Months Six Months Twelve Months

2005 2004 2005 2004 2005 2004

Service cost   $ 209 $ 180 $ 418 $ 361 $ 779 $ 698 
Interest cost    529  546  1,058  1,091  2,147  2,138 
Expected return on plan assets    (419)  (357)  (838)  (714)  (1,550)  (1,316)
Amortization of prior service costs    --  --  --  --  --  -- 
Amortization of unrecognized   
    transition obligation    217  217  434  434  867  867 
Amortization of net (gain) loss    34  53  68  106  175  235 

Net periodic benefit cost   $ 570 $ 639 $ 1,140 $ 1,278 $ 2,418 $ 2,622 
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Note 2 – Segment Information
 
The following tables list revenues from external customers, intersegment revenues, and segment net income (thousands of
dollars):
 

Natural Gas
Operations

Construction
Services Total

Three months ended June 30, 2005         
Revenues from external customers   $ 298,048 $ 45,459 $ 343,507 
Intersegment revenues    --  17,623  17,623 

    Total   $ 298,048 $ 63,082 $ 361,130 

Segment net income (loss)   $ (5,362) $ 2,545 $ (2,817)

Three months ended June 30, 2004   
Revenues from external customers   $ 226,756 $ 36,630 $ 263,386 
Intersegment revenues    --  15,311  15,311 

    Total   $ 226,756 $ 51,941 $ 278,697 

Segment net income (loss)   $ (10,610) $ 2,248 $ (8,362)

Natural Gas
Operations

Construction
Services Total

Six months ended June 30, 2005         
Revenues from external customers   $ 793,031 $ 79,486 $ 872,517 
Intersegment revenues    --  31,493  31,493 

    Total   $ 793,031 $ 110,979 $ 904,010 

Segment net income   $ 27,024 $ 2,988 $ 30,012 



Six months ended June 30, 2004   
Revenues from external customers   $ 660,540 $ 63,022 $ 723,562 
Intersegment revenues    --  28,535  28,535 

    Total   $ 660,540 $ 91,557 $ 752,097 

Segment net income   $ 29,946 $ 2,736 $ 32,682 

Natural Gas
Operations

Construction
Services Total

Twelve months ended June 30, 2005         
Revenues from external customers   $ 1,394,543 $ 169,856 $ 1,564,399 
Intersegment revenues    --  64,574  64,574 

    Total   $ 1,394,543 $ 234,430 $ 1,628,973 

Segment net income   $ 45,432 $ 8,673 $ 54,105 

Twelve months ended June 30, 2004   
Revenues from external customers   $ 1,129,528 $ 136,247 $ 1,265,775 
Intersegment revenues    --  58,189  58,189 

    Total   $ 1,129,528 $ 194,436 $ 1,323,964 

Segment net income   $ 44,576 $ 5,173 $ 49,749 
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Note 3 – Comprehensive Income

Three Months Ended
June 30,

Six Months Ended
June 30,

Twelve Months Ended
June 30,

2005 2004 2005 2004 2005 2004

Net income (loss)   $ (2,817) $ (8,362) $ 30,012 $ 32,682 $ 54,105 $ 49,749 
Additional minimum pension   
    liability adjustment, net of   
    $6.5 million tax benefit    --  --  --  --  (10,892)  -- 

Comprehensive income (loss)   $ (2,817) $ (8,362) $ 30,012 $ 32,682 $ 43,213 $ 49,749 

The additional minimum pension liability adjustment noted above resulted from the measurement of pension obligations at
December 31, 2004. Adjustments, if any, are only made at each annual measurement date.
 
Note 4 – Debt Instruments
 
In April 2005, the Company replaced its $250 million credit facility, scheduled to expire in May 2007, with a $300 million
facility that expires in April 2010. Of the $300 million, $150 million will be available for working capital purposes and
$150 million will be designated long-term debt. Interest rates for the facility are calculated at either the London Interbank
Offering Rate plus an applicable margin, or the greater of the prime rate or one-half of one percent plus the Federal Funds
rate. The applicable margin on the new credit facility is lower than the applicable margin of the previous facility. At June 30,
2005, $102 million of the facility was outstanding and is reflected as long-term debt.
 
In June 2005, a $50.1 million letter of credit, which supports the Clark County, Nevada $50 million Industrial Development
Revenue Bonds ("IDRBs") Series 2003A, due 2038, was renewed for a five-year period expiring in June 2010.
 
In June 2005, a $55.3 million letter of credit, which supports the City of Big Bear $50 million tax-exempt Series A IDRBs,
due 2028, was renewed for a five-year period expiring in June 2010.
 
Note 5 – Common Stock
 
During 2005, the Company issued approximately 1.5 million shares of common stock through its Equity Shelf Program,
Dividend Reinvestment and Stock Purchase Plan ("DRSPP"), Employee Investment Plan, Management Incentive Plan, and



Stock Incentive Plan. Of this activity, approximately 722,000 shares were issued in at-the-market offerings through the
Equity Shelf Program (at an average price of $25.04 per share).
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Note 6 – Asset Purchase
 
In April 2005, the Company purchased the natural gas distribution properties of Avista Corporation (“Avista”) in South Lake
Tahoe, California, which included approximately 19,000 customers. The cash purchase price for the properties was $15.6
million and is subject to post-closing adjustments. The assets acquired and the liabilities assumed at the acquisition date
were as follows (thousands of dollars):
 

 Gas plant   $ 20,951 
 Less: accumulated depreciation    (13,158)

   Net utility plant    7,793 
 Accounts receivable, net of allowances    2,092 
 Accrued utility revenue    1,182 
 Deferred purchased gas costs    1,551 
 Prepaids and other current assets    276 
 Deferred charges and other assets    4,700 

   Total assets acquired    17,594 

 Accounts payable    1,583 
 Customer deposits    169 
 Accrued general taxes    207 
 Accrued interest    2 

   Total liabilities assumed    1,961 

 Cash acquisition price   $ 15,633 

 
Note 7 – Contingency
 
The Company maintains liability insurance for various risks associated with the operation of its natural gas pipelines and
facilities. In connection with these liability insurance policies, the Company has been responsible for an initial deductible or
self-insured retention amount per incident, after which the insurance carriers would be responsible for amounts up to the
policy limits. For the policy year August 2004 to July 2005, the self-insured retention amount associated with general
liability claims increased from $1 million per incident to $1 million per incident plus payment of the first $10 million in
aggregate claims above $1 million in the policy year. During the second quarter of 2005, a leaking natural gas line was
involved in a fire that injured an individual. The cause of the leak is under investigation. Information regarding the extent of
the injuries has not been made available to the Company and no claims have been filed against the Company. If the injuries
were severe and the Company was deemed fully or partially responsible, the Company could be exposed to the extent noted
above and future results of operations would be impacted. However, no range of potential loss has been determined. None of
the likely outcomes would materially affect the financial position of the Company.
 
Note 8 - Subsequent Events
 
In July 2005, the Company amended its Financing Agreement dated March 1, 2003 with Clark County, Nevada associated
with $50 million in Series 2003B IDRBs. The Company has chosen to secure payment of the principal of the Series 2003B
IDRBs using an insurance policy with Ambac Assurance Corporation. Previously, payment of the principal was secured
with a letter of credit. The amendment was executed in connection with the use of insurance to secure payment in the
remarketing of the Series 2003B IDRBs.
 
In July 2005, the Company registered 750,000 additional shares of common stock with the SEC for issuance under the
Employees' Investment Plan.
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ITEM 2. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS

OF OPERATIONS
 
Executive Summary
 
The following discussion of Southwest Gas Corporation and subsidiaries (the “Company”) includes information related to
regulated natural gas transmission and distribution activities and non-regulated activities.
 
The Company is composed of two business segments: natural gas operations (“Southwest” or the “natural gas operations”
segment) and construction services. Southwest is engaged in the business of purchasing, transporting, and distributing
natural gas in portions of Arizona, Nevada, and California. Southwest is the largest distributor in Arizona, selling and
transporting natural gas in most of central and southern Arizona, including the Phoenix and Tucson metropolitan areas.
Southwest is also the largest distributor and transporter of natural gas in Nevada, serving the Las Vegas metropolitan area
and northern Nevada. In addition, Southwest distributes and transports natural gas in portions of California, including the
Lake Tahoe area and the high desert and mountain areas in San Bernardino County.
 
Southwest purchases, transports, and distributes natural gas to approximately 1,663,000 residential, commercial, industrial,
and other customers, of which 54 percent are located in Arizona, 36 percent are in Nevada, and 10 percent are in California.
During the twelve months ended June 30, 2005, Southwest earned 53 percent of operating margin in Arizona, 37 percent in
Nevada, and 10 percent in California. During this same period, Southwest earned 86 percent of operating margin from
residential and small commercial customers, 5 percent from other sales customers, and 9 percent from transportation
customers. These general patterns are expected to continue.
 
Northern Pipeline Construction Co. (“NPL” or the "construction services" segment), a wholly owned subsidiary, is a full-
service underground piping contractor that provides utility companies with trenching and installation, replacement, and
maintenance services for energy distribution systems.
 

Results of Consolidated Operations

Period Ended June 30,

Three Months Six Months Twelve Months

2005 2004 2005 2004 2005 2004

Contribution to net income (loss)               
  (Thousands of dollars)   
Natural gas operations   $ (5,362) $ (10,610) $ 27,024 $ 29,946 $ 45,432 $ 44,576 
Construction services    2,545  2,248  2,988  2,736  8,673  5,173 

Net income (loss)   $ (2,817) $ (8,362) $ 30,012 $ 32,682 $ 54,105 $ 49,749 

Basic earnings (loss) per share               
Natural gas operations   $ (0.14) $ (0.30) $ 0.72 $ 0.87 $ 1.24 $ 1.30
Construction services    0.07  0.06  0.08  0.08  0.24  0.15

Consolidated   $ (0.07) $ (0.24) $ 0.80 $ 0.95 $ 1.48 $ 1.45

 
See separate discussions at Results of Natural Gas Operations and Results of Construction Services. Average shares
outstanding increased by 3 million between the second quarter of 2005 and 2004, 2.8 million between the year-to-date
periods, and 2.3 million in the current twelve-month period compared to the same period a year ago, primarily resulting
from at-the-market offerings through the Equity Shelf Program and continuing issuances under the Company's various stock
plans.
 
As reflected in the table above, the natural gas operations segment accounted for an average of 87 percent of twelve-month-
to-date consolidated net income over the past two years. Accordingly, management’s main focus of discussion in this
document is on that segment.
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Southwest’s operating revenues are recognized from the distribution and transportation of natural gas (and related services)
billed to customers. An estimate of the amount of natural gas distributed, but not yet billed, to residential and commercial
customers from the latest meter reading date to the end of the reporting period is also recognized in revenues.



 
Operating margin is the measure of utility revenues less the net cost of gas sold. Management uses operating margin as a
main benchmark in comparing operating results from period to period. The principal factors affecting operating margin are
general rate relief, weather/conservation, and customer growth. Weather is primarily a factor during the first and fourth
quarters of the year.
 
Rates are intended to provide for recovery of all prudently incurred costs and provide a reasonable return on investment. The
mix of fixed and variable components in rates assigned to various customer classes (rate design) can significantly impact the
operating margin actually realized by Southwest. The Company currently has a rate case on file in Arizona seeking
$70.8 million to cover increased costs and provide a reasonable return on plant investment. The filing also proposes a
revised rate structure to reduce the amount of rate recovery subject to volumetric fluctuations. In July 2005, Southwest
received testimony from the two primary intervening parties in the case: Arizona Corporation Commission ("ACC") Staff
and the Residential Utility Consumer Office ("RUCO"). See the section on Rates and Regulatory Proceedings for a
summary of the positions of these parties.
 
Rates charged to customers vary according to customer class and rate jurisdiction and are set by the individual state and
federal regulatory commissions that govern Southwest’s service territories. Southwest makes periodic filings for rate
adjustments as the costs of providing service (including the cost of natural gas purchased) change and as additional
investments in new or replacement pipeline and related facilities are made. General rate relief in California and Nevada
provided $15 million in incremental margin during the twelve months ended June 30, 2005. Of equal importance,
improvements in rate design have mitigated the impacts of weather and conservation on margin volatility for nearly half of
Southwest's business. See the section on Rates and Regulatory Proceedings for additional information.
 
Customer growth, excluding acquisitions, has averaged five percent in recent years. Southwest served 103,000 more
customers (including approximately 19,000 customers associated with the purchase of the South Lake Tahoe properties of
Avista Corporation (“Avista”) described below) in the second quarter of 2005 than in the second quarter of 2004.
Incremental margin has accompanied this customer growth, but the costs associated with creating and maintaining the
infrastructure needed to accommodate these customers also are increasing. The timing of including these costs in rates is
often delayed (regulatory lag) and results in a reduction of current-period earnings. Management has attempted to mitigate
the regulatory lag by being judicious in its staffing levels through the effective use of technology. However, growth, coupled
with external factors, is causing operating expenses to increase. See Results of Natural Gas Operations for additional
information.
 
The results of the natural gas operations segment and the overall results of the Company are heavily dependent upon the
components noted previously (general rate relief, weather/conservation, and customer growth). Significant changes in these
components (primarily weather) have contributed to somewhat volatile earnings. Management continues to work with its
regulatory commissions in designing rate structures that strive to provide affordable and reliable service to its customers
while mitigating the volatility in prices to customers and stabilizing returns to investors.
 
In April 2005, the Company purchased the natural gas distribution properties of Avista in South Lake Tahoe, California,
which included approximately 19,000 customers. The cash purchase price for the properties was $15.6 million and is subject
to post-closing adjustments. See Capital Resources and Liquidity for further discussion.
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Results of Natural Gas Operations
 

Quarterly Analysis

Three Months Ended
June 30,

2005 2004

(Thousands of dollars)
Gas operating revenues   $ 298,048 $ 226,756 
Net cost of gas sold    167,025  111,114 

  Operating margin    131,023  115,642 
Operations and maintenance expense    74,957  70,687 
Depreciation and amortization    34,210  32,266 
Taxes other than income taxes    10,075  9,589 

  Operating income    11,781  3,100 
Other income (expense)    1,000  81 



Net interest deductions    20,039  18,681 
Net interest deductions on subordinated debentures    1,930  1,931 

  Income (loss) before income taxes    (9,188)  (17,431)
Income tax expense (benefit)    (3,826)  (6,821)

  Contribution to consolidated net income (loss)   $ (5,362) $ (10,610)

Contribution from natural gas operations improved $5.2 million in the second quarter of 2005 compared to the same period a
year ago. The improvement was principally attributed to increased operating margin, partially offset by higher operating
expenses and financing costs.
 
Operating margin increased approximately $15 million, or 13 percent, in the second quarter of 2005 compared to the second
quarter of 2004. During the last twelve months, the Company added 84,000 customers, an increase of five percent. Another
19,000 customers were added in April 2005 with the acquisition of the South Lake Tahoe properties of Avista. Customer
growth contributed an incremental $5 million in operating margin during the quarter. Incremental rate relief in Nevada and
California added $4 million in margin compared to the prior-year quarter. Differences in heating demand caused by weather
variations between quarters resulted in a $6 million increase in margin.
 
Operations and maintenance expense increased $4.3 million, or six percent, primarily due to the impact of general cost
increases and incremental costs associated with providing service to a growing customer base. Additional factors include
higher insurance premiums, employee-related expenses, compliance costs, and costs to develop energy efficient technology.
 
Depreciation expense and general taxes increased $2.4 million, or six percent, as a result of construction activities. Average
gas plant in service increased $251 million, or eight percent, as compared to the second quarter of 2004. The increase
reflects ongoing capital expenditures for the upgrade of existing operating facilities, the expansion of the system to
accommodate continued customer growth, and the purchase of the South Lake Tahoe properties.
 
Net financing costs increased $1.4 million, or seven percent, between periods primarily due to an increase in average debt
outstanding to help finance growth and higher rates on variable-rate debt.
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Six-Month Analysis

Six Months Ended
June 30,

2005 2004

(Thousands of dollars)
Gas operating revenues   $ 793,031 $ 660,540 
Net cost of gas sold    470,952  347,712 

  Operating margin    322,079  312,828 
Operations and maintenance expense    149,233  140,668 
Depreciation and amortization    68,457  64,552 
Taxes other than income taxes    20,389  19,498 

  Operating income    84,000  88,110 
Other income (expense)    2,086  61 
Net interest deductions    39,921  37,308 
Net interest deductions on subordinated debentures    3,861  3,861 

  Income before income taxes    42,304  47,002 
Income tax expense    15,280  17,056 

  Contribution to consolidated net income   $ 27,024 $ 29,946 

 
Contribution from natural gas operations decreased $2.9 million in the first six months of 2005 compared to the same period
a year ago. The decrease was principally attributed to higher operating expenses and financing costs, partially offset by
improved, but lower than expected, operating margin.
 



Operating margin increased approximately $9 million, or three percent, in the first six months of 2005 compared to the first
six months of 2004. During the current period, customer growth contributed an incremental $10 million in operating margin.
Rate relief in Nevada and California added $5 million in margin. Differences in heating demand primarily caused by
weather variations between periods resulted in a $6 million margin decrease as warmer-than-normal temperatures were
experienced during both periods. During the current period, operating margin was negatively impacted by $12 million, while
the negative impact in the prior-year period was $6 million.
 
Operations and maintenance expense increased $8.6 million, or six percent, principally due to the impact of general cost
increases and incremental costs associated with providing service to a growing customer base. Additional factors include
higher insurance premiums, employee-related expenses, compliance costs, and costs to develop energy efficient technology.
 
Depreciation expense and general taxes increased $4.8 million, or six percent, as a result of construction activities. Average
gas plant in service increased $249 million, or eight percent, as compared to the first six months of 2004. The increase
reflects ongoing capital expenditures for the upgrade of existing operating facilities, the expansion of the system to
accommodate continued customer growth, and the purchase of the South Lake Tahoe properties.
 
Net financing costs increased $2.6 million, or six percent, between periods primarily due to an increase in average debt
outstanding and higher rates on variable-rate debt.
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Twelve-Month Analysis

Twelve Months Ended
June 30,

2005 2004

(Thousands of dollars)
Gas operating revenues   $ 1,394,543 $ 1,129,528 
Net cost of gas sold    769,006  543,705 

  Operating margin    625,537  585,823 
Operations and maintenance expense    299,365  277,040 
Depreciation and amortization    134,420  126,488 
Taxes other than income taxes    38,560  36,953 

  Operating income    153,192  145,342 
Other income (expense)    3,636  2,165 
Net interest deductions    80,750  74,347 
Net interest deductions on subordinated debentures    7,724  6,541 
Preferred securities distributions    --  1,442 

  Income before income taxes    68,354  65,177 
Income tax expense    22,922  20,601 

  Contribution to consolidated net income   $ 45,432 $ 44,576 

Contribution to consolidated net income increased $856,000 in the current twelve-month period compared to the same
period a year ago. The improvement in contribution was primarily caused by higher operating margin, mostly offset by
increased operating expenses and financing costs.
 
Operating margin increased $40 million, or seven percent, between periods. Continuing customer growth contributed an
incremental $21 million. Rate relief in California and Nevada added $15 million. Differences in heating demand caused by
weather variations between periods and lower usage due to conservation and energy efficiencies resulted in a net $4 million
margin increase. Warmer-than-normal temperatures were experienced during both periods. The unfavorable impacts of these
factors were approximately $10 million in the current twelve-month period and $14 million in the prior period.
 
Operations and maintenance expense increased $22.3 million, or eight percent, between periods reflecting general increases
in labor and maintenance costs and incremental operating costs associated with serving additional customers. Additional
factors included increases in insurance premiums, employee-related expenses, and compliance costs.
 
Depreciation expense and general taxes increased $9.5 million, or six percent, as a result of additional plant in service.
Average gas plant in service for the current twelve-month period increased $245 million, or eight percent, compared to the
corresponding period a year ago. This was attributable to the upgrade of existing operating facilities and the expansion of the
system to accommodate continued customer growth.
 



Net financing costs increased $6.1 million, or seven percent, primarily due to an increase in average debt outstanding to help
finance growth and higher rates on variable-rate debt.
 
Income tax expense in the current period included a $1.6 million benefit arising from the completion of general rate cases
and closure of federal tax year 2000, which was recognized in the third quarter of 2004. The prior period included $2 million
of income tax benefits, recognized in the fourth quarter of 2003, associated with plant-related items.
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Results of Construction Services
 
For the three and six months ended June 30, 2005, construction revenues and construction expenses increased over
20 percent when compared to the corresponding periods in 2004. These increases reflect special bid projects and additional
work in new areas. Net income for the three and six months ended June 30, 2005 increased $297,000 and $252,000,
respectively, when compared to the corresponding periods in 2004. These increases were due to higher construction activity
and gains on equipment sales. Contribution to net income for the twelve months ended June 30, 2005 increased $3.5 million,
when compared to the same period ended June 30, 2004. The increase was primarily due to revenue growth, an
improvement in the number of profitable bid jobs, an advantageous mix of work, and a favorable equipment resale market in
the current period. The prior twelve-month period included the impact of an unfavorable settlement of a $1.3 million
insurance claim (third quarter 2003).
 
Rates and Regulatory Proceedings
 
Arizona General Rate Case. In December 2004, Southwest filed a general rate application with the ACC for its Arizona rate
jurisdiction. The application seeks authorization to increase operating revenues by $70.8 million. The request is a result of
increases in fixed operating costs and investment in infrastructure to serve new customers, coupled with a rate structure that
has hindered Southwest’s ability to earn the return authorized by the ACC. The Company is asking the ACC to approve a
balancing account mechanism to decouple residential margin from sales volumes in order to mitigate margin volatility due
to weather and other usage variations. Southwest is also seeking changes in residential rate design that will shift a greater
portion of the recovery of its fixed operating costs away from cold weather consumption. The discovery phase of the rate
case is in process and hearings are scheduled to be held in October 2005. In July 2005, Southwest received testimony from
the two primary intervening parties in the case, the ACC Staff and RUCO. Both parties are separately advocating revenue
increases which approximate two-thirds of the filed for amount, although their positions on a number of matters differ. In
addition, neither party supports Southwest's proposed rate design changes or the balancing account mechanism, both of
which Southwest deems critical components of its rate filing if greater margin stability (for both Southwest and its
customers) is to be achieved. As a result, management expects to pursue successful resolution of the disputed positions
including rate design and the balancing account issue through the hearing process. Management cannot predict the amount
of rate relief or the rate design ultimately granted. An order is expected by the first quarter of 2006. The last general rate
increase received in Arizona was November 2001.

 
California General Rate Case. In November 2004, Southwest made its annual attrition filing, which was approved by the
California Public Utilities Commission ("CPUC") effective January 2005. The combined effect of the filing, which also
adjusted various other balancing account surcharges, was an increase in annual margin of $2.8 million in southern California
and $600,000 in northern California. An annual attrition filing will be made in the fourth quarter of 2005 for 2006. As a
result of the Company’s acquisition of Avista's natural gas distribution properties in South Lake Tahoe, California (see
Capital Resources and Liquidity section for further discussion), the CPUC agreed to extend the general rate case cycle for
two additional years, which will include annual attrition adjustments through 2008 (excluding the acquired properties).
Accordingly, the Company expects to file a general rate case in the fourth quarter of 2007 for rates to be effective in January
2009.
 
Nevada Weather Normalization Filing. In March 2005, Southwest filed an application requesting the Public Utilities
Commission of Nevada ("PUCN") to approve a weather normalization adjustment provision in advance of the Company's
next general rate case. This filing requested that winter season billing volumes for weather sensitive customers be adjusted
to reflect consumption variations that can be attributed to departures from normal weather. In the second quarter of 2005, the
PUCN opened an investigation/rulemaking docket to address the issue of weather normalization. Southwest cannot predict
whether this mechanism will be approved outside of a general rate case.
 
FERC Jurisdiction. In January 2005, Paiute (an interstate pipeline subsidiary of Southwest Gas) filed a general rate case
with the Federal Energy Regulatory Commission (“FERC”). The application seeks authorization to increase annual revenues
by $1.7 million. The filing was a result of a FERC order issued in December 2004, whereby the Company entered into
settlement agreements related to the purchase of a previously leased liquefied natural gas ("LNG") peaking facility. New
storage and transportation rates were implemented in March and August 2005, respectively (subject to
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refund until a final FERC decision is received). Settlement proceedings, and hearings if necessary, are scheduled for the
fourth quarter of 2005. The last general rate increase received by Paiute was in January 1997.
 
PGA Filings

 
All of Southwest's state regulatory commissions have regulations that permit the Company to track and recover its actual
costs of purchased gas. Deferred energy provisions and purchased gas adjustment clauses are collectively referred to as
"PGA" clauses. PGA filings are subject to audit by state regulatory commission staffs. PGA rate changes impact cash flows
but have no direct impact on profit margin. As of June 30, 2005 and December 31, 2004, Southwest had the following
outstanding PGA balances receivable (millions of dollars):
 

June 30, 2005 December 31, 2004

Arizona   $ 26.6 $ 15.3 
Northern Nevada    2.6  13.1 
Southern Nevada    23.8  41.9 
California    5.2  11.8 

   $ 58.2 $ 82.1 

 
California Gas Cost Incentive Mechanism. As part of the CPUC's decision in the Company's last general rate case,
Southwest was encouraged to propose a Gas Cost Incentive Mechanism ("GCIM"). A GCIM is designed to provide greater
incentive to reduce gas costs than exists under traditional regulation, encourage reasonable risk taking, and reduce
administrative burden.
 
In November 2004, the Company filed for a GCIM using attributes similar to those used by other California utilities. The
plan provides for savings or penalties for gas cost incurred as compared to a predetermined range surrounding an established
benchmark. Any savings or penalties outside the range, neither of which are expected to be significant, would then be shared
on an annual basis by ratepayers and shareholders based upon an authorized percentage. The CPUC approved the GCIM, as
proposed, which became effective in May 2005.
 
Nevada Deferred Energy Adjustment Filing. In May 2005, the Company made an annual filing for its southern and northern
Nevada rate jurisdictions, pursuant to temporary regulations adopted by the PUCN during the same month. These
regulations replaced the PGA provisions in the Company’s Nevada Gas Tariff. This filing was required to be made using
both historical and projected gas costs. The historical gas cost calculation resulted in a proposed increase in southern
Nevada of $11.3 million, or three percent, and no significant proposed change in northern Nevada. Using projected costs, a
proposed increase of $54 million, or 14 percent, was calculated for southern Nevada, and a $14 million, or 12 percent,
increase for northern Nevada. Hearings are scheduled for September 2005 with an expected effective date of November
2005.
 
The temporary regulations above will be affected by another purchased gas related proceeding, prompted by Nevada Senate
Bill No. 238. Senate Bill No. 238, effective in October 2005, provides for quarterly gas cost adjustments, calculated on a
twelve-month rolling average. These adjustments will be made effective immediately upon filing each quarter, but are
subject to an annual prudence review and audit of the natural gas costs incurred. The Company anticipates filing its first
quarterly adjustment in early 2006.
 
El Paso Filing. In June 2005, El Paso Natural Gas Company ("El Paso") filed a general rate case application with the FERC.
(Southwest is dependent upon El Paso for the transportation of natural gas for virtually all of its Arizona service territories
and part of its southern Nevada service territories.) As part of its application, which is the first since the conversion of full
requirements customers like Southwest to contract demand services, El Paso proposed various tariff changes along with new
service offerings. It is estimated that the impact of the proposed rate increase will be an annual increase in gas transportation
costs to Southwest of as much as $44 million. The new rates will become effective January 2006, subject to refund. It is
anticipated that any additional costs to Southwest resulting from El Paso’s filing will be collected from customers through
the PGA mechanism.
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Capital Resources and Liquidity
 
The capital requirements and resources of the Company generally are determined independently for the natural gas
operations and construction services segments. Each business activity is generally responsible for securing its own financing
sources. The capital requirements and resources of the construction services segment are not material to the overall capital
requirements and resources of the Company.
 



Southwest continues to experience significant customer growth. This growth has required significant capital outlays for new
transmission and distribution plant, to keep up with consumer demand. During the twelve-month period ended June 30,
2005, construction expenditures for the natural gas operations segment were $242 million (excluding the $22 million LNG
facility purchase in December 2004 and the South Lake Tahoe acquisition in April 2005). Approximately 77 percent of these
current-period expenditures represented new construction and the balance represented costs associated with routine
replacement of existing transmission, distribution, and general plant. Cash flows from operating activities of Southwest (net
of dividends) provided $180 million of the required capital resources pertaining to these construction expenditures. The
remainder was provided from external financing activities.
 
Asset Purchase
 
In April 2005, the Company purchased the natural gas distribution properties of Avista in South Lake Tahoe, California,
which included approximately 19,000 customers. The cash purchase price for the properties was $15.6 million and is subject
to post-closing adjustments. The properties were integrated into the northern Nevada operations of Southwest, which include
contiguous gas properties in the Lake Tahoe Basin. Southwest assumed the rates in effect at the time of closing the purchase.
The purchase price was financed using existing credit facilities.
 
2005 Construction Expenditures and Financing
 
Southwest estimates construction expenditures during the three-year period ending December 31, 2007 will be
approximately $700 million. Of this amount, approximately $270 million are expected to be incurred in 2005. During the
three-year period, cash flow from operating activities (net of dividends) is estimated to fund approximately 80 percent of the
gas operations’ total construction expenditures, assuming timely recovery of currently deferred PGA balances. The
Company expects to raise $75 million to $100 million from its various common stock programs. The remaining cash
requirements are expected to be provided by other external financing sources. The timing, types, and amounts of these
additional external financings will be dependent on a number of factors, including conditions in the capital markets, timing
and amounts of rate relief, growth levels in Southwest service areas, and earnings. These external financings may include
the issuance of both debt and equity securities, bank and other short-term borrowings, and other forms of financing.
 
During the first six months of 2005, approximately 722,000 shares of common stock were issued in at-the-market offerings
through the Equity Shelf Program with gross proceeds of $18.1 million, agent commissions of $181,000, and net proceeds of
$17.9 million. Second quarter 2005 activity was 613,000 shares, gross proceeds of $15.4 million, agent commissions of
$154,000, and net proceeds of $15.2 million.
 
Liquidity
 
Liquidity refers to the ability of an enterprise to generate adequate amounts of cash to meet its cash requirements. Several
general factors that could significantly affect capital resources and liquidity in future years include inflation, growth in the
economy, changes in income tax laws, changes in the ratemaking policies of regulatory commissions, interest rates, the
variability of natural gas prices, and the level of Company earnings.
 
The rate schedules in Southwest's service territories contain PGA clauses which permit adjustments to rates as the cost of
purchased gas changes. The PGA mechanism allows Southwest to change the gas cost component of the rates charged to its
customers to reflect increases or decreases in the price expected to be paid to its suppliers and companies providing
interstate pipeline transportation service. On an interim basis, Southwest generally defers over or under-collections of
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gas costs to PGA balancing accounts. In addition, Southwest uses this mechanism to either refund amounts over-collected or
recoup amounts under-collected as compared to the price paid for natural gas during the period since the last PGA rate
change went into effect. At June 30, 2005, the combined balances in PGA accounts totaled an under-collection of
$58.2 million versus an under-collection of $82.1 million at December 31, 2004. See PGA Filings section for more
information on recent regulatory filings. Southwest utilizes short-term borrowings to temporarily finance under-collected
PGA balances.
 
In April 2005, the Company replaced its $250 million credit facility, scheduled to expire in May 2007, with a $300 million
facility that expires in April 2010. Of the $300 million, $150 million will be available for working capital purposes and
$150 million will be designated long-term debt. Interest rates for the facility are calculated at either the London Interbank
Offering Rate plus an applicable margin, or the greater of the prime rate or one-half of one percent plus the Federal Funds
rate. The applicable margin on the new credit facility is lower than the applicable margin of the previous facility. At June 30,
2005, no borrowings were outstanding on the short-term portion of the credit facility.
 
The following table sets forth the ratios of earnings to fixed charges for the Company (because of the seasonal nature of the
Company’s business, these ratios are computed on a twelve-month basis):

 

For the Twelve Months Ended

June 30,
2005

December 31,
2004



Ratio of earnings to fixed charges    1.86  1.93

Earnings are defined as the sum of pretax income plus fixed charges. Fixed charges consist of all interest expense including
capitalized interest, one-third of rent expense (which approximates the interest component of such expense), preferred
securities distributions, and amortized debt costs.
 
Insurance Coverage
 
The Company maintains liability insurance for various risks associated with the operation of its natural gas pipelines and
facilities. In connection with these liability insurance policies, the Company has been responsible for an initial deductible or
self-insured retention amount per incident, after which the insurance carriers would be responsible for amounts up to the
policy limits. For the policy year August 2004 to July 2005, the self-insured retention amount associated with general
liability claims increased from $1 million per incident to $1 million per incident plus payment of the first $10 million in
aggregate claims above $1 million in the policy year. During the second quarter of 2005, a leaking natural gas line was
involved in a fire that injured an individual. The cause of the leak is under investigation. Information regarding the extent of
the injuries has not been made available to the Company and no claims have been filed against the Company. If the injuries
were severe and the Company was deemed fully or partially responsible, the Company could be exposed to the extent noted
above and future results of operations would be impacted. However, no range of potential loss has been determined. None of
the likely outcomes would materially affect the financial position of the Company.
 
For the policy year August 2005 to July 2006, the Company entered into insurance contracts that limit the Company’s self-
insured retention to $1 million per incident plus payment of the first $5 million in aggregate claims above $1 million.
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Recently Issued Accounting Pronouncements
 
In November 2004, the Financial Accounting Standards Board ("FASB") issued SFAS No. 151, “Inventory Costs.” SFAS
No. 151 is an amendment of Accounting Research Bulletin (“ARB”) No. 43, “Restatement and Revision of Accounting
Research Bulletins.” SFAS No. 151 addresses the accounting for abnormal amounts of idle facility expense, freight handling
costs and spoilage and will no longer allow companies to capitalize such inventory costs on their balance sheets when the
production defect rate varies significantly from the expected rate. The provisions of SFAS No. 151 are effective for
inventory costs incurred during fiscal years beginning after June 15, 2005. The adoption of the standard is not expected to
have a material impact on the financial position or results of operations of the Company.
 
In December 2004, the FASB issued SFAS No. 153, “Exchanges of Nonmonetary Assets.” SFAS No. 153 is an amendment
of Accounting Principles Board Opinion (“APB”) No. 29, “Accounting for Nonmonetary Transactions.” SFAS No. 153
addresses the accounting for exchanges of similar productive assets and eliminates the exception to the fair-value principle
for such exchanges, which previously had been accounted for based on the book value of the asset surrendered with no gain
recognition. Under SFAS No. 153, using certain criteria, the gain would be recognized currently and not deferred. The
provisions of SFAS No. 153 are effective for nonmonetary asset exchanges occurring in fiscal periods beginning after
June 15, 2005. The adoption of the standard is not expected to have a material impact on the financial position or results of
operations of the Company.
 
In May 2005, The FASB issued SFAS No. 154, “Accounting Changes and Error Corrections.” SFAS No. 154 is a
replacement of APB Opinion No. 20, “Accounting Changes” and SFAS No. 3, “Reporting Accounting Changes in Interim
Financial Statements.” SFAS No. 154 changes the requirements for the accounting for and reporting of a change in
accounting principle, and requires retrospective application for voluntary changes in accounting principle unless it is
impracticable to do so. The provisions of SFAS No. 154 are effective for accounting changes made in fiscal years beginning
after December 15, 2005. The adoption of the standard is not expected to have a material impact on the financial position or
results of operations of the Company.
 
In March 2005, the FASB issued Interpretation No. 47 (“FIN 47”), “Accounting for Conditional Asset Retirement
Obligations.” FIN 47 is an interpretation of SFAS No. 143, “Accounting for Asset Retirement Obligations.” FIN 47 clarifies
that the term conditional asset retirement obligation as used in SFAS No. 143, refers to a legal obligation to perform an asset
retirement activity in which the timing or method of settlement are conditional on a future event that may or may not be
within the control of the entity. The obligation to perform the asset retirement activity is unconditional even though
uncertainty exists about the timing or method of settlement. An entity is required to recognize a liability for the fair value of
a conditional asset retirement obligation if the fair value of the liability can be reasonably estimated. FIN 47 is designed to
clarify when an entity would have sufficient information to reasonably estimate the fair value of an asset retirement
obligation. For the Company, FIN 47 is effective at the end of 2005.
 
Upon adoption of SFAS No. 143 in January 2003, Southwest concluded it could not reasonably estimate its conditional asset
retirement obligation. At the time of adoption, Southwest determined that it had limited legal obligations related to
retirement costs for portions of its system that are subject to limited-duration easements and rights-of-way agreements.
However, Southwest has traditionally been able to renew its easements and rights-of-way without having to retire, abandon,
or remove facilities, and anticipates no serious difficulties in obtaining future renewals. In addition, certain franchises and
provisions of federal and state statutes for abandonment of facilities impose removal obligations. Southwest has the intent
and the ability to operate such facilities indefinitely (other than for replacements due to ordinary deterioration). As a result,
the length of time until settlement of the asset retirement obligation is unknown. Management is evaluating the criteria under



FIN 47 to determine what, if any, impact the new standard may have on the financial position or results of operations of the
Company.
 
In December 2004, the FASB issued SFAS No. 123 (revised 2004), “Share-Based Payment.” SFAS No. 123 (revised 2004)
is a revision of SFAS No. 123, “Accounting for Stock-Based Compensation” and supersedes APB No. 25, “Accounting for
Stock Issued to Employees.” SFAS No. 123 (revised 2004) establishes standards for the accounting for transactions in which
an entity exchanges its equity instruments for goods or services. It also addresses transactions in which an entity incurs
liabilities in exchange for goods or services that are based on the fair value of the entity’s equity
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instruments or that may be settled by the issuance of those equity instruments. This statement eliminates the alternative to
use APB No. 25 and the intrinsic value method of accounting. SFAS No. 123 (revised 2004) requires entities to recognize
the cost of employee services received in exchange for awards of equity instruments based on the grant-date fair value of
those awards (with limited exceptions). The provisions of the statement are effective (as amended by the SEC) for the
Company beginning January 2006. In 2006, compensation expense will increase due to the adoption of SFAS No. 123
(revised 2004) since no compensation expense is currently recorded for the Company's Stock Incentive Plan. For more
information regarding the effect the original SFAS No. 123 would have had on historical results of operations, see Note 1-
Summary of Significant Accounting Policies, Stock-Based Compensation.
 
Forward-Looking Statements
 
This quarterly report contains statements which constitute “forward-looking statements” within the meaning of the
Securities Litigation Reform Act of 1995 (“Reform Act”). All statements other than statements of historical fact included or
incorporated by reference in this quarterly report are forward-looking statements, including, without limitation, statements
regarding the Company’s plans, objectives, goals, projections, strategies, future events or performance, and underlying
assumptions. The words “may,” “will,” “should,” “could,” “expect,” “plan,” “anticipate,” “believe,” “estimate,” “predict,”
“continue,” and similar words and expressions are generally used and intended to identify forward-looking statements. All
forward-looking statements are intended to be subject to the safe harbor protection provided by the Reform Act.
 
A number of important factors affecting the business and financial results of the Company could cause actual results to
differ materially from those stated in the forward-looking statements. These factors include, but are not limited to, the
impact of weather variations on customer usage, customer growth rates, changes in natural gas prices, our ability to recover
costs through our PGA mechanism, the effects of regulation/deregulation, the timing and amount of rate relief, changes in
rate design, changes in gas procurement practices, changes in capital requirements and funding, the impact of conditions in
the capital markets on financing costs, changes in construction expenditures and financing, renewal of franchises, easements
and rights-of-way, changes in operations and maintenance expenses, future liability claims, changes in pipeline capacity for
the transportation of gas and related costs, acquisitions and management’s plans related thereto, competition and our ability
to raise capital in external financings or through our DRSPP. In addition, the Company can provide no assurance that its
discussions regarding certain trends relating to its financing, operations and maintenance expenses will continue in future
periods. For additional information on the risks associated with the Company’s business, see Item 1. Business-Company
Risk Factors in the Company’s Annual Report on Form 10-K for the year ended December 31, 2004.
 
All forward-looking statements in this quarterly report are made as of the date hereof, based on information available to the
Company as of the date hereof, and the Company assumes no obligation to update or revise any of its forward-looking
statements even if experience or future changes show that the indicated results or events will not be realized. We caution
you not to unduly rely on any forward-looking statement(s).
 
ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK
 
See Item 7A. Quantitative and Qualitative Disclosures about Market Risk in the Company’s 2004 Annual Report on
Form 10-K filed with the SEC. No material changes have occurred related to the Company’s disclosures about market risk.
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ITEM 4. CONTROLS AND PROCEDURES
 
The Company has established disclosure controls and procedures that are designed to provide reasonable assurance that
information required to be disclosed in reports filed or submitted under the Securities Exchange Act of 1934 is recorded,
processed, summarized, and reported within the time periods specified in the SEC’s rules and forms. A control system, no
matter how well conceived and operated, can provide only reasonable, not absolute, assurance that the objectives of the
control system are met. Further, the design of a control system must reflect the fact that there are resource constraints, and
benefits of controls must be considered relative to their costs. Additionally, controls can be circumvented by the individual



acts of some persons, by collusion of two or more people, or management override of the control. Because of the inherent
limitations in a cost-effective control system, misstatements due to error or fraud may occur and not be detected.

 
Based on the most recent evaluation, as of June 30, 2005, management of the Company, including the Chief Executive
Officer and Chief Financial Officer, believe the Company’s disclosure controls and procedures are effective at attaining the
level of reasonable assurance noted above.
 
NPL, the Company's construction subsidiary, converted several automated functions (accounts payable, accounts receivable,
fixed assets and general ledger) to a new application during the first quarter of 2005, resulting in a material change in
internal controls. Pre-implementation testing and post-implementation reviews were conducted by management to ensure
that internal controls surrounding the system implementation process, the applications, and manual closing process were
properly designed to prevent material financial statement errors. The evaluation of the operating effectiveness of related key
controls will be completed in the third quarter. There have been no changes in the Company’s internal controls over financial
reporting during the second quarter of 2005 that have materially affected, or are likely to materially affect, the Company’s
internal controls over financial reporting.
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PART II - OTHER INFORMATION
 
ITEM 1. LEGAL PROCEEDINGS
 
The Company is named as a defendant in various legal proceedings. The ultimate dispositions of these proceedings are not
presently determinable; however, it is the opinion of management that none of this litigation individually or in the aggregate
will have a material adverse impact on the Company’s financial position or results of operations. See Note 7 –Contingency
for potential future liability issues.
 
ITEMS 2-3. None.
 
ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS
 
The Annual Meeting of Shareholders was held on May 5, 2005 with the holders of approximately 33 million of the
Company’s common shares represented in person or by proxy. Matters voted upon and the results of the voting were as
follows:
 

(1) Cumulative voting became effective for all shareholders when the intent to cumulatively vote shares was announced
at the Annual Meeting of Shareholders. Each shareholder/proxy was entitled to give one nominee for director a
number of votes equal to the number of directors to be elected (in this case 12) multiplied by the number of votes to
which the shareholder’s shares were normally entitled. A shareholder/proxy could distribute their votes on the same
principle among as many of the nominees for director as the shareholder/proxy desired. Withholding votes or voting
against a nominee had no legal effect. The 12 nominees that received the highest allocation of affirmative votes were
elected as indicated below.

 

Name Votes For Elected

George C. Biehl  32,300,071 Yes 
Thomas E. Chestnut  32,300,071 Yes 
Manuel J. Cortez  32,300,071 Yes 
Richard M. Gardner  32,300,071 Yes 
LeRoy C. Hanneman, Jr.  32,300,071 Yes 
Thomas Y. Hartley  32,300,071 Yes 
James J. Kropid  32,300,071 Yes 
Michael O. Maffie  32,300,071 Yes 
Michael J. Melarkey  30,960,000 Yes 
Jeffrey W. Shaw  32,300,071 Yes 
Carolyn M. Sparks  32,300,071 Yes 
Terrence L. Wright  32,300,071 Yes 
Salvatore J. Zizza  55,176 No 

 
(2) The proposal to ratify the selection of PricewaterhouseCoopers LLP as independent accountants for the Company

was approved. Shareholders voted 32,984,629 shares in favor, 230,029 against with 187,636 abstentions.
 

ITEM 5. None.
 
ITEM 6. EXHIBITS
 

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

 



Exhibit 10.1-Revolving Credit Agreement.
 Exhibit 10.2-Amendment to Financing Agreement.
 Exhibit 12.1-Computation of Ratios of Earnings to Fixed Charges.
 Exhibit 31.1-Section 302 Certifications.
 Exhibit 32.1-Section 906 Certifications.
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Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed
on its behalf by the undersigned thereunto duly authorized.
 

Southwest Gas Corporation
(Registrant)

 
Date: August 9, 2005
 

/s/ Roy R. Centrella
Roy R. Centrella

Vice President/Controller and Chief Accounting Officer
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REVOLVING CREDIT AGREEMENT, dated as of April 6, 2005, among SOUTHWEST GAS
CORPORATION, a California corporation (the “Borrower”), each of the lenders from time to time parties to this
Agreement (collectively, the “Lenders”), and THE BANK OF NEW YORK, as Administrative Agent (the
“Administrative Agent”).

WITNESSETH:

WHEREAS, the Borrower has requested the Lenders severally to commit to lend to the Borrower up to
$300,000,000 on a revolving basis for general corporate purposes, including, without limitation, for commercial
paper back-up;

WHEREAS, the Lenders are willing to make such loans, on the terms and conditions provided herein;

NOW, THEREFORE, the parties agree as follows:

ARTICLE I
 

DEFINITIONS

Section 1.01 Definitions.

(a)        Terms Generally. The definitions ascribed to terms in this Agreement apply equally to both the
singular and plural forms of such terms. Whenever the context may require, any pronoun shall be deemed to
include the corresponding masculine, feminine and neuter forms. The words “include”, “includes” and “including”
shall be interpreted as if followed by the phrase “without limitation”. The phrase “individually or in the aggregate”
shall be deemed general in scope and not to refer to any specific Section or clause of this Agreement. All
references herein to Articles, Sections, Exhibits and Schedules shall be deemed references to Articles and Sections
of, and Exhibits and Schedules to, this Agreement unless the context shall otherwise require. The table of contents,
headings and captions herein shall not be given effect in interpreting or construing the provisions of this
Agreement. Except as otherwise expressly provided herein, all references to “dollars” or “$” shall be deemed
references to the lawful money of the United States of America.

(b)        Accounting Terms. Except as otherwise expressly provided herein, the term “consolidated” and
all other terms of an accounting nature shall be interpreted and construed in accordance with GAAP, as in effect
from time to time; provided, however, that, for purposes of determining compliance with any covenant set forth in
Article VII, such terms shall be construed in accordance with GAAP as in effect on the date of this Agreement,
applied on a basis consistent with the construction thereof applied in preparing the Borrower’s audited financial
statements referred to in Section 5.01(k). If there shall occur a change in GAAP which but for the foregoing
proviso would affect the computation used to determine compliance with any covenant set forth in Article VII, the
Borrower and the Lenders agree to negotiate in good faith in an effort to agree upon an amendment to this
Agreement that will permit compliance with such covenant to be determined by reference to GAAP as so changed
while affording the Lenders the protection intended to be afforded by such covenant prior to such change (it being

 
 



 
understood, however, that such covenant shall remain in full force and effect in accordance with its existing terms
unless and until such amendment shall become effective).

(c)        Other Terms. The following terms have the meanings ascribed to them below or in the Sections of
this Agreement indicated below:

“ABR Loans” means Loans that bear interest at a rate or rates determined by reference to the Alternate
Base Rate.

“Acquisition” means any purchase or other acquisition of (a) any assets of any other Person that, taken
together, constitute a business unit, (b) any capital stock of or equity interests in any other Person if, immediately
thereafter, such other Person would be a Subsidiary of the Borrower or a Subsidiary of a Subsidiary of the
Borrower, or (c) any assets of any other Person otherwise not in the ordinary course of business.

“Acquisition Consideration” has the meaning assigned to such term in Section 7.02(c) hereof.

“Administrative Agent” means The Bank of New York, acting in the capacity of administrative agent for
the Lenders, or any successor administrative agent appointed pursuant to the terms of this Agreement.

“Administrative Questionnaire” means an administrative details reply form delivered by a Lender to the
Administrative Agent, in substantially the form provided by the Administrative Agent or the form attached to an
Assignment and Acceptance.

“Affiliate” means, when used with reference to any Person, a Person (other than a Subsidiary) which
directly or indirectly controls, is controlled by, or is under common control with, such other Person. For purposes
of this definition, “control” (including with correlative meanings, the terms “controlling,” “controlled by” and
“under common control with”) as applied to any Person, means the possession, directly or indirectly, of the power
to direct or cause the direction of the management and policies of that Person, whether through the ownership of
voting securities or by contract or otherwise.

“Agreement” means this Revolving Credit Agreement, as it may be amended, modified or supplemented
from time to time.

“Alternate Base Rate” means, for any day, a rate per annum equal to the greater of:

(i)         the rate of interest from time to time publicly announced by the Administrative Agent in
The City of New York as its prime commercial loan rate in effect on such day; and

(ii) the sum of (a) 1/2 of 1% per annum and (b) the Federal Funds Rate in effect on such day.

The Alternate Base Rate shall change as and when the greater of the foregoing rates shall change. Any change in
the Alternate Base Rate shall become effective as of the opening of business on the day of such change.
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“Applicable Lending Office” means, with respect to a Loan, the applicable office of the Lender for
making such Loan, as specified in Schedule 1 or in an Administrative Questionnaire delivered to the
Administrative Agent as the office from which such Lender makes Loans of the relevant type.

“Applicable Margin” means, at any date and with respect to each Loan during which the applicable
Pricing Level set forth below is in effect, the percentage set forth below adjacent to such Pricing Level:

Pricing
Level

  Applicable
Margin

Applicable
Margin

   Eurodollar Loans ABR Loans

I   0.400% 0.000%

II   0.500% 0.000%

III   0.625% 0.000%

IV   0.875% 0.000%

V   1.250% 0.125%

 

“Assignee” has the meaning assigned to such term in Section 10.03.

“Assignment and Acceptance” has the meaning assigned to such term in Section 10.03.

“Available Commitment” means, on any day, an amount equal to (a) the Total Commitment on such day
minus (b) the aggregate outstanding principal amount of Loans on such day.

“Borrower” has the meaning assigned to such term in the preamble.

“Borrowing Date” means, with respect to any Loan, the Business Day set forth in the relevant Borrowing
Request as the date upon which the Borrower desires to borrow such Loan.

“Borrowing Request” means a request, substantially in the form of Exhibit A, by the Borrower for Loans,
which shall specify (a) the requested Borrowing Date, (b) the aggregate amount of such Loans, and (c) (i) whether
such Loans are to bear interest initially as ABR Loans or Eurodollar Loans and (ii) if applicable, the initial Interest
Period therefor.

“Business Day” means any day that is (a) not a Saturday, Sunday or other day on which commercial
banks in the City of New York and California are authorized by law to close and (b) with respect to any Eurodollar
Loan, a day on which commercial banks are open for domestic and international business (including dealings in
U.S. dollar deposits) in London.
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“Capital Lease” means, as to the Borrower and its Subsidiaries, a lease of (or other agreement conveying
the right to use) real and/or personal Property, the obligations with respect to which are required to be classified
and accounted for as a capital lease on a balance sheet of the Borrower or any of its Subsidiaries under GAAP
(including Statement of Financial Accounting Standards No. 13 of the Financial Accounting Standards Board).

“Capital Lease Obligations” means, as to the Borrower and its Subsidiaries, the obligations of the
Borrower or any of its Subsidiaries to pay rent or other amounts under a Capital Lease and, for purposes of this
Agreement, the amount of such obligations shall be the capitalized amount thereof, determined in accordance with
GAAP (including such Statement No. 13 referenced in the definition of “Capital Lease”).

“CERCLA” means the Comprehensive Environmental Response, Compensation and Liability Act of
1980, as amended, and any regulation promulgated thereunder.

“Change in Control” means the occurrence of either of the following conditions: (a) any Person or group
of associated Persons acting in concert shall have acquired an aggregate of more than 51 % of the outstanding
shares of voting stock of the Borrower, or (b) individuals who constitute the board of directors of the Borrower on
the date hereof (the “Incumbent Board”) cease for any reason to constitute at least a majority thereof, provided that
any person becoming a director subsequent to the date hereof whose election, or nomination for election by the
Borrower’s shareholders, was approved by a vote of a majority of the directors comprising the Incumbent Board
(either by a specific vote or by approval of the proxy statement of the Borrower in which such person is named as a
nominee for director, without objection to such nomination) shall be, for purposes of this clause (b), considered as
though such person were a member of the Incumbent Board.

“Code” means the Internal Revenue Code of 1986, as amended from time to time.

“Commitment” means, with respect to a Lender, the amount set forth opposite such Lender’s name under
the heading “Commitment” on Schedule 1, as such amount may be reduced or increased from time to time
pursuant to Section 2.03.

“Commitment Fee” has the meaning assigned to such term in Section 3.07(a).

“Confidential Information” means information delivered to the Administrative Agent for the Lenders or
to a Lender by or on behalf of the Borrower in connection with the transactions contemplated by or otherwise
pursuant to this Agreement that is confidential or proprietary in nature at the time it is so delivered or information
obtained by the Administrative Agent or such Lender in the course of its review of the books or records of the
Borrower contemplated herein; provided that such term shall not include information (a) that was publicly known
or otherwise known to the Administrative Agent or such Lender prior to the time of such disclosure, (b) that
subsequently becomes publicly known through no act or omission by the Administrative Agent or such Lender or
any Person acting on the Administrative Agent or such Lender’s behalf, (c) that otherwise becomes known from a
third party who the Administrative Agent or such Lender did not know or have reason to believe received such
information in a restricted or unlawful manner or (d) that constitutes financial information delivered to the
Administrative Agent or such Lender that is otherwise publicly available.
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“Contingent Obligation” means, for the Borrower and its Subsidiaries, any direct or indirect Contractual
Obligation with respect to any Debt, lease, dividend, letter of credit or other obligation (the “primary obligations”)
of another Person (the “primary obligor”), including, without limitation, any obligation of the Borrower or any
Subsidiary, whether or not contingent, (a) to purchase, repurchase or otherwise acquire such primary obligations or
any Property constituting direct or indirect security therefor, or (b) to advance or provide funds (i) for the payment
or discharge of any such primary obligation, or (ii) to maintain working capital or equity capital of the primary
obligor or otherwise to maintain the net worth or solvency or any balance sheet item, level of income or financial
condition of the primary obligor prior to such obligation being a stated or determinable amount, or (c) to purchase
Property, securities or services primarily for the purpose of assuring the owner of any such primary obligation of
the ability of the primary obligor to make payment of such primary obligation, or (d) otherwise to assure or hold
harmless the holder of any such primary obligation against loss in respect thereof. The amount of any Contingent
Obligation shall be deemed to be an amount equal to the stated or determinable amount of the primary obligation
in respect of which such Contingent Obligation is made or, if not stated or if indeterminable, the maximum
reasonably anticipated liability in respect thereof.

“Contractual Obligations” means, as to any Person, any provision of any security issued by such Person
or of any agreement, undertaking, contract, indenture, mortgage, deed of trust or other instrument, document or
agreement to which such Person is a party or by which it or any of its Property is bound.

“Conversion Date” means, with respect to a Loan, the date on which a conversion of interest rates on
such Loan shall take effect.

“Conversion Request” means a request, substantially in the form of Exhibit B, by the Borrower to convert
the interest rate basis for all or portions of outstanding Loans, which shall specify (a) the requested Conversion
Date, which shall be not fewer than three Business Days after the date of such Conversion Request, (b) the
aggregate amount of such Loans, on and after the Conversion Date, which are to bear interest as ABR Loans or
Eurodollar Loans and (c) the term of the Interest Periods therefor, if any.

“CPUC Order” means, collectively, the Opinion addressed to the Company, dated April 22, 2002, and
Decision No. 02-04-054, as modified by Decision No. 02-04-072, of the California Public Utilities Commission.

“Credit Documents” means this Agreement and the Notes.

“Debt” means, with respect to the Borrower and its Subsidiaries, (a) all obligations for borrowed money,
including interest or fees of any nature related to the borrowing of money accrued but unpaid, (b) all obligations
under letters of credit, bills of exchange or bankers acceptances, (c) all obligations representing the deferred
purchase price of Property or services which in accordance with GAAP would be shown on the balance sheet as a
liability, (d) all obligations, whether or not assumed by or with recourse to such Person, secured by Liens upon, or
payable out of the proceeds or production from, assets owned by such Person, (e) all Capital Lease Obligations,
and (f) all Contingent Obligations.
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“Default” means any event or circumstance which, with the giving of notice or the passage of time, or
both, would be an Event of Default.

“Effective Date” has the meaning assigned to such term in Section 6.01.

“Environmental Claim” means all claims, however asserted, by any Governmental Authority or other
Person alleging potential liability or responsibility for violation of any Environmental Law or for release or injury
to the environment or threat to public health, personal injury (including sickness, disease or death), property
damage, natural resources damage, or otherwise alleging liability or responsibility for damages (punitive or
otherwise), cleanup, removal, remedial or response costs, restitution, civil or criminal penalties, injunctive relief,
or other type of relief, resulting from or based upon (a) the presence, placement, discharge, emission or release
(including intentional and unintentional, negligent and non-negligent, sudden or non-sudden, accidental or non-
accidental placement, spills, leaks, discharges, emissions or releases) of any hazardous material at, in or from
Property, whether or not owned by the Borrower, or (b) any other circumstances forming the basis of any violation,
or alleged violation, of any Environmental Law.

“Environmental Laws” means all federal, state or local laws, statutes, common law duties, rules,
regulations, ordinances and codes, together with all administrative orders, directed duties, requests, licenses,
authorizations and permits of, and agreements with, any Governmental Authorities, in each case relating to
environmental, health, safety and land use matters; including CERCLA, the Clean Air Act, the Federal Water
Pollution Control Act of 1972, the Solid Waste Disposal Act, the Federal Resource Conservation and Recovery
Act and the Toxic Substances Control Act.

“Environmental Permits” shall have the meaning ascribed to such term in Section 5.01(1)(ii).

“Equity Issuance” means the issuance of any equity securities or the receipt of any capital contribution, in
each case, by the Borrower or any Subsidiary, other than (a) any issuance of equity securities to, or receipt of any
such capital contribution from, the Borrower, (b) the issuance of stock in connection with an Acquisition, or (c) the
issuance of common stock pursuant to a stock option plan, dividend reinvestment plan, employee benefit
investment plan or for executive compensation, in each case, in the ordinary course of business.

“ERISA” means the Employee Retirement Income Security Act of 1974 and any regulation promulgated
thereunder, as amended from time to time.

“ERISA Affiliate” means any trade or business (whether or not incorporated) under common control with
the Borrower or any Subsidiary of the Borrower within the meaning of Section 414(b), 414(c) or 414(m) of the
Code.

“ERISA Event” means (a) a Reportable Event with respect to a Qualified Plan or a Multiemployer Plan;
(b) a withdrawal by any ERISA Affiliate from a Qualified Plan subject to Section 4063 of ERISA during a plan
year in which it was a substantial employer (as defined in Section 4001(a)(2) of ERISA); (c) a complete or partial
withdrawal by any ERISA Affiliate from a Multiemployer Plan; (d) the filing of a notice of intent to terminate, the
treatment of a plan
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amendment as a termination under Section 4041 or 4041A of ERISA or the commencement of proceedings by the
PBGC to terminate a Qualified Plan or Multiemployer Plan subject to Title IV of ERISA; (e) a failure to make
required contributions to a Qualified Plan or Multiemployer Plan; (f) an event or condition which might reasonably
be expected to constitute grounds under Section 4042 of ERISA for the termination of, or the appointment of a
trustee to administer, any Qualified Plan or Multiemployer Plan; (g) the imposition of any liability under Title IV
of ERISA, other than PBGC premiums due but not delinquent under Section 4007 of ERISA, upon any ERISA
Affiliate; or (h) an application for a funding waiver or an extension of any amortization period pursuant to Section
412 of the Code with respect to any Qualified Plan.

“Eurodollar Lending Office” initially, the office of each Lender through which it will be making or
maintaining Eurodollar Loans, as reported by such Lender to the Administrative Agent.

“Eurodollar Loans” means Loans that bear interest at a rate or rates determined by reference to LIBOR.

“Eurodollar Reserve Percentage” means, for any day, the percentage prescribed by the Federal Reserve
Board for determining the maximum reserve requirement (including any marginal, supplemental or emergency
reserve requirements) on such day for a member bank of the Federal Reserve System in respect of “Eurocurrency
Liabilities” (as defined in Regulation D of the Federal Reserve Board (or any successor regulation), as amended
from time to time) for other deposits having a maturity approximately equal to the applicable Interest Period.

“Event of Default” has the meaning assigned to such term in Section 8.01.

“Excluded Taxes” means all present and future taxes, levies, imposts, duties, deductions, withholdings,
fees, liabilities and similar charges imposed on or measured by the overall net income of any Lender (or any office,
branch or subsidiary of such Lender) or any franchise taxes, taxes on doing business or taxes measured by capital
or net worth imposed on any Lender (or any office, branch or subsidiary of such Lender), in each case imposed by
the United States of America or any political subdivision or taxing authority thereof or therein, or taxes on or
measured by the overall net income of any office, branch or subsidiary of a Lender or any franchise taxes, taxes
imposed on doing business or taxes measured by capital or net worth imposed on any office, branch or subsidiary
of such Lender, in each case imposed by any foreign country or subdivision thereof in which such Lender’s
principal office or Eurodollar Lending Office is located.

“Existing Credit Agreement” means the Revolving Credit Agreement, dated as of May 4, 2004, by and
among the Borrower, the Lenders party thereto and the Administrative Agent, as amended from time to time.

“Federal Funds Rate” means, for any day, the rate per annum (rounded, if necessary, to the next greater
l/16 of 1 %) equal to the weighted average of the rates on overnight Federal funds transactions with members of
the Federal Reserve System arranged by Federal funds brokers on such day, as published by the Federal Reserve
Bank of New York on the Business Day next succeeding such day; provided that (i) if such day is not a Business
Day, the Federal Funds Rate for such day shall be such rate on such transactions on the next preceding Business
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Day, and (ii) if no such rate is so published on such next succeeding Business Day, then the Federal Funds Rate for
such day shall be the average rate quoted to the Administrative Agent on such day on such transactions, as
determined by the Administrative Agent.

“Federal Reserve Board” means the Board of Governors of the Federal Reserve System (or any successor
Governmental Authority).

“Funded Debt” means, for the Borrower and its Subsidiaries, (a) all obligations for borrowed money, (b)
all obligations representing the deferred purchase price of Property or services which in accordance with GAAP
would be shown on a balance sheet of such Person as a liability due more than 12 months from the date of the
occurrence or evidenced by a note or similar instrument, (c) all Capital Lease Obligations, (d) all Contingent
Obligations and (e) Preferred Securities to the extent that the aggregate stated liquidation amount thereof exceeds
7.5% of Total Capitalization.

“GAAP” means generally accepted accounting principles, as set forth in the opinions and
pronouncements of the Accounting Principles Board of the American Institute of Certified Public Accountants and
statements and pronouncements of the Financial Accounting Standards Board or in such other statements by such
other entities as may be approved by a significant segment of the accounting profession of the United States of
America.

“Governmental Authority” means any nation or government, any state or other political subdivision
thereof and any entity exercising executive, legislative, judicial, regulatory or administrative functions of or
pertaining to government.

“Hazardous Materials” means all those substances which are regulated by, or which may form the basis of
liability under, any Environmental Law, including all substances identified under any Environmental Law as a
pollutant, contaminant, waste, solid waste, hazardous waste, hazardous constituent, special waste, hazardous
substance, hazardous material, or toxic substance, or petroleum or petroleum derived substance or waste.

“Increase Request” means a request by the Borrower for an increase of the Total Commitment in
accordance with Section 2.03.

“Incremental Lender” has the meaning assigned to such term in Section 2.03(c).

“Incumbent Board” has the meaning specified in the definition of “Change of Control.”

“Indemnitee” has the meaning assigned to such term in Section 4.06.

“Interest Period” means, with respect to any Eurodollar Loan, each one week, or one, two, three or six-
month period, or if made available by all Lenders, periods of seven to thirty-one days or twelve months, such
period being the one selected by the Borrower pursuant to Section 2.02 or 3.01 and commencing on the date such
Loan is made, on any conversion date from an ABR Loan to a Eurodollar Loan or at the end of the preceding
Interest Period, as the case may be; provided, however, that:

(a)        any Interest Period that would otherwise end on a day that is not a Business Day shall be
extended to the next Business Day, unless such Business Day falls
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in another calendar month, in which case such Interest Period shall end on the next preceding Business
Day;

(b)        any Interest Period that begins on the last Business Day of a calendar month (or on a day
for which there is no numerically corresponding day in the calendar month at the end of such Interest
Period) shall, subject to clause (c) below, end on the last Business Day of a calendar month; and

(c)        any Interest Period that would otherwise end after the Termination Date then in effect
shall end on the Termination Date.

“Investments” means any direct or indirect purchase or acquisition of any obligations or other securities
of, or any interest in, any Person (other than purchases or acquisitions constituting an Acquisition), or any advance
(other than payroll, travel and similar advances to cover matters that are expected at the time of such advance
ultimately to be treated as an expense for accounting purposes and that are made in the ordinary course of
business), loan, extension of credit or capital contribution to, or any other investment in, any Person including,
without limitation, any Affiliates of such Person.

“IRS” means the Internal Revenue Service (or any successor Governmental Authority).

“Lease Obligations” means, as of the date of any determination thereof, for the Borrower and its
Subsidiaries the aggregate rental commitments under leases for real and/or personal Property (net of income
received or receivable (if no default), from subleases thereof, but including taxes, insurance, maintenance and
similar expenses which the lessee is obligated to pay under the terms of said leases), whether or not such
obligations are reflected as liabilities or commitments on a balance sheet of the Borrower or any Subsidiary or in
the notes thereto, excluding, however, Capital Lease Obligations.

“Lenders” has the meaning assigned to such term in the preamble.

“LIBOR” means, with respect to any Interest Period, the rate per annum determined by the
Administrative Agent to be the offered rate for dollar deposits with a term comparable to such Interest Period that
appears on the display designated as Page 3750 on the Dow Jones Telerate Service (or such other page as may
replace such page on such service, or on another service designated by the British Bankers’ Association, for the
purpose of displaying the rates at which dollar deposits are offered by leading banks in the London interbank
deposit market) at approximately 11:00 A.M., London time, on the second Business Day preceding the first day of
such Interest Period. If such rate does not appear on such page, “LIBOR” shall mean the arithmetic mean
(rounded, if necessary, to the next higher 1/16 of 1%) of the respective rates of interest communicated by the
LIBOR Reference Bank to the Administrative Agent as the rate at which U.S. dollar deposits are offered to the
LIBOR Reference Bank by leading banks in the London interbank deposit market at approximately 11:00 A.M.,
London time, on the second Business Day preceding the first day of such Interest Period in an amount substantially
equal to the respective LIBOR Reference Amounts for a term equal to such Interest Period.

“LIBOR Reference Amount” means, with respect to any LIBOR Reference Bank and Interest Period, the
amount of the Eurodollar Loan of the Lender which is, or is affiliated with,
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such LIBOR Reference Bank, scheduled to be outstanding during that Interest Period (without taking into account
any assignment or participation and rounded up to the nearest integral multiple of $1,000,000).

“LIBOR Reference Bank” means The Bank of New York; provided that if the LIBOR Reference Bank
assigns its Commitment or all its Loans to an unaffiliated institution, such Person shall be replaced as a LIBOR
Reference Bank by the Administrative Agent’s appointment, in consultation with the Borrower and with the
consent of the Required Lenders, of another bank which is a Lender (or an Affiliate of a Lender).

“Lien” means any voluntary or involuntary mortgage, assignment, pledge, security interest, encumbrance,
lien, claim or charge of any kind on or with respect to, or any preferential arrangement with respect to the payment
of any obligations with the proceeds or from the production of, any asset of any kind, including, without limitation,
any agreement to give any of the foregoing, any conditional sale or other title retention agreement or any lease in
the nature thereof.

“Loans” has the meaning assigned to such term in Section 2.01.

“Margin Stock” means “margin stock” as such term is defined in Regulations T, U or X of the Federal
Reserve Board.

“Material Adverse Effect” means a change, or announcement of a change, which would reasonably be
expected, immediately or with the passage of time, to result in a material adverse change in, or a material adverse
effect upon, any of (i) the operations, business, Properties, financial condition of the Borrower or the Borrower and
its Subsidiaries taken as a whole, (ii) the ability of the Borrower timely to perform any of its material obligations,
or of the Lenders to exercise any remedy, under any Credit Document or (iii) the legality, validity, binding nature
or enforceability of any Credit Document.

“Moody’s” means Moody’s Investors Service, Inc. and any successor thereto that is a nationally
recognized rating agency.

“Multiemployer Plan” means a “multiemployer plan” (within the meaning of Section 4001 (a)(3) of
ERISA) and to which any ERISA Affiliate makes, is making, or is obligated to make contributions or has made, or
been obligated to make, contributions.

“Net Worth” means the amount of (a) Borrower’s common shareholders’ equity determined in
accordance with GAAP, plus (b) preferred and preference stock, plus (c) the aggregate stated liquidation amount of
Preferred Securities, but not in excess of 7.5% of Total Capitalization.

“New Lender” has the meaning assigned to such term in Section 2.03(c).

“Obligations” means the Loans and any other liability or duty owing by the Borrower to the
Administrative Agent or any Lender or Indemnitee hereunder.

“Participant” has the meaning assigned to such term in Section 10.02.
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“PBGC” means the Pension Benefit Guaranty Corporation (or any successor Governmental Authority).

“Pension Plan” means a Plan that (i) is an employee pension benefit plan, as defined in Section 3(3) of
ERISA (other than a Multiemployer Plan) and (ii) is subject to the provisions of Title IV of ERISA or is subject to
the minimum funding standards under Section 412 of the Code.

“Permitted Investments” means Investments made by the Borrower and its Subsidiaries in the ordinary
course of business as presently conducted or transactions permitted by Section 7.02(b), provided that the Borrower
may only make cash Investments in (a) U.S. government and agency securities; (b) money market funds rated AA
or A-1 or better by S&P and Aaa or P-1 or better by Moody’s; (c) municipal securities rated within the top two
ratings by S&P and Moody’s; (d) repurchase agreements with reputable financial institutions fully secured by
collateral consisting of securities described in clauses (a) and (b) above having a market value at least equal to
102% of the amount so invested; (e) bankers’ acceptances issued by a bank rated Aaa or better by Moody’s or
rated AA or better by S&P and eligible for purchase by a Federal Reserve Bank; (f) interest-bearing demand or
time deposits (including certificates of deposit) in banks and savings and loan associations, provided such deposits
are (i) secured at all times, in the manner and to the extent provided by law, by collateral consisting of securities
described in clauses (a) and (b) above having a market value of no less than 102% of the amount of moneys so
invested or (ii) fully insured by federal deposit insurance; (g) shares of any “regulated investment company” within
the meaning of Section 851(a) of the Code, the assets of which consist only of securities or investments described
in clauses (a) through (f) above; (h) commercial paper (including both non-interest-bearing discount obligations
and interest-bearing obligations payable on demand or on a specified date not more than one year after the date of
issuance thereof) which have been rated at least A-1 by S&P and at least P-1 by Moody’s at the time of such
investment; (i) other obligations of corporations which have been rated at least AA by S&P and at least Aaa by
Moody’s at the time of such investment; (j) open ended mutual funds, as regulated by Rule 2a-7 under the
Investment Company Act of 1940 and whose net asset value remains a constant $1 a share; (k) investments
directed by the Borrower in conjunction with industrial development revenue bonds, and (1) Subsidiaries,
Affiliates and transactions permitted by Section 7.02(b).

“Permitted Liens” means any of the following:

(a)        Liens on any Property acquired, constructed, or improved by the Borrower or its
Subsidiaries after the Effective Date that are created or assumed contemporaneously with, or within 120
days after, such acquisition or completion of the construction or improvement, or within six months
thereafter pursuant to a firm commitment for financing arranged with a lender or investor within such
120-day period, to secure or provide for the payment of all or any part of the purchase price of such
Property or the cost of such construction or improvement incurred after the Effective Date or, in addition
to Liens contemplated by clauses (b) and (c) below, Liens on any Property existing at the time of
acquisition thereof, provided that the Liens shall not apply to any Property theretofore owned by the
Borrower or its Subsidiaries other than, in the case of any such construction or improvement, any
theretofore unimproved Property on which the Property so constructed or the improvement is located;
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(b)        Existing Liens on any Property or indebtedness of a corporation that is merged with or
into or consolidated with the Borrower or its Subsidiaries or becomes a Subsidiary; provided that the
Liens shall not apply to any Property theretofore owned by the Borrower or its Subsidiaries;

(c)        Liens in favor of the United States of America, any state or any foreign country or any
department, agency or instrumentality or political subdivision of any such jurisdiction to secure partial,
progress, advance or other payment pursuant to any contract or statute or to secure any indebtedness
incurred for the purpose of financing all or any part of the purchase price or cost of constructing or
improving the Property subject to such Liens, including, without limitation, Liens to secure debt of the
pollution control or industrial revenue bond type;

(d)        Liens on current assets of the Borrower or its Subsidiaries to secure loans to the
Borrower or its Subsidiaries which mature within 12 months from the creation thereof and which are
made in the ordinary course of business;

(e)        Liens on any Property (including any natural gas, oil or other mineral property of the
Borrower or its Subsidiaries) to secure all or part of the cost of exploration or drilling for or development
of oil or gas reserves or laying a pipeline or to secure debt incurred to provide funds for any such
purpose;

(f)         Any Lien existing on Property of the Borrower or its Subsidiaries on the Effective Date;

(g)        Liens on moneys or U.S. Government obligations deposited pursuant to Article Thirteen
of the Borrower’s July 15, 1996 Indenture and Article Four of the Borrower’s August 1, 1986 Indenture;

(h)        Liens for the sole purpose of extending, renewing or replacing, in whole or in part, Liens
securing debt of the type referred to in the foregoing clauses (a) through (g), inclusive, or this clause (h);
provided, however, that the principal amount of debt so secured at the time of such extension, renewal or
replacement shall not be increased, and that such extension or replacement shall be limited to all or part
of the Property or indebtedness which secured the Lien so extended, renewed or replaced (plus
improvements on such Property);

(i)         Carriers, warehousemen’s, mechanics’, landlords’, materialmen’s, repairmen’s or other
similar Liens arising in the ordinary course of business which are not delinquent or remain payable
without penalty and which are being contested in good faith and by appropriate proceedings;

(j)         Liens (other than any Lien imposed by ERISA) on Property of the Borrower or any of
its Subsidiaries incurred, or pledges or deposits required, in connection with workers compensation,
unemployment insurance and other social security legislation;

 

12
 



 
 

(k)        Liens on Property of the Borrower or any of its Subsidiaries securing (i) the performance
of bids, trade contracts (other than for borrowed money), leases, statutory obligations, and (ii) obligations
on surety and appeal bonds, and (iii) other obligations of a like nature incurred in the ordinary course of
business;

(l)         Licenses, easements, rights-of-way, restrictions and other similar encumbrances incurred
in the ordinary course of business which, in the aggregate, are not substantial in amount, and which do
not in any case materially detract from the value of the Property subject thereto or interfere with the
ordinary conduct of the businesses of the Borrower and its Subsidiaries;

(m)       Liens on the Property of a Subsidiary (i) other than a Significant Subsidiary which could
not reasonably be expected to have a Material Adverse Effect and (ii) Liens on the Property of Northern
Pipeline Construction, Co.;

(n) Intellectual property licenses;

(o)        Any attachment or judgment Lien not constituting an Event of Default under Section
8.01(g); and

(p)        Leases or subleases granted to others not interfering in any material respect with the
ordinary conduct of the business of the Borrower and UCC financing statements relating solely thereto.

“Person” means any individual, sole proprietorship, partnership, limited liability company, joint venture,
trust, unincorporated organization, association, corporation, institution, public benefit corporation, entity or
government (whether federal, state, county, city, municipal or otherwise, including any instrumentality, division,
agency, body or department thereof).

“Plan” means an employee benefit plan (as defined in Section 3(a) of ERISA) which the Borrower or any
ERISA Affiliate sponsors or maintains or to which the Borrower or ERISA Affiliate makes or is obligated to make
contributions, and includes any Multiemployer Plan or Qualified Plan.

“Preferred Securities” means any preferred securities issued by a financing entity (i.e., partnership, trust,
limited liability company, etc.) used exclusively to raise capital for the Borrower having the following structural
characteristics: (a) the financing entity is capitalized by a nominal equity investment from the Borrower and the
remainder through preferred securities issued by the financing entity, (b) the financing entity lends the proceeds
from the issuance of preferred securities to the Borrower in exchange for subordinated debt securities (which debt
securities are subordinated in all respects to the Funded Debt of the Borrower, except for Funded Debt which by its
terms is expressly subordinated to or pari passu with such debt securities), (c) the Borrower makes periodic interest
payments (associated with the subordinated debt securities) to the financing entity which, in turn, are used to make
corresponding payments to holders of the preferred securities of the financing entity, (d) the subordinated debt
securities issued by the Borrower and corresponding preferred securities issued by the financing entity have a
maturity of at least thirty years, (e) interest payments on the subordinated debt securities may be deferred at the
Borrower’s discretion for one or more consecutive periods of up to five years, which
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would result in a corresponding deferral of payments to holders of the preferred securities, plus accrual of interest
thereon, and (f) the subordinated debt securities and corresponding preferred securities may not be redeemed for a
period of five years from the date of issuance other than as a result of a tax or other special event.

“Prescribed Forms” has the meaning assigned to such term in Section 4.04(a).

“Pricing Level I” means at any time the Borrower’s Senior Debt Rating is (a) A- or higher by S&P or (b)
A3 or higher by Moody’s.

“Pricing Level II” means at any time the Borrower’s Senior Debt Rating is (a) BBB+ or higher by S&P or
(b) Baa1 or higher by Moody’s, and Pricing Level I is not applicable.

“Pricing Level III” means at any time the Borrower’s Senior Debt Rating is (a) BBB or higher by S&P or
(b) Baa2 or higher by Moody’s, and Pricing Levels I and II are not applicable.

“Pricing Level IV” means at any time the Borrower’s Senior Debt Rating is (a) BBB- or higher by S&P
or (b) Baa3 or higher by Moody’s, and Pricing Levels I, II and III are not applicable.

“Pricing Level V” means at any time the Borrower’s Senior Debt Rating is (1) less than or equal to BB+
by S&P or (2) less than or equal to Ba1 by Moody’s, and Pricing Levels I, II, III, and IV are not applicable.

“Property” means all types of real, personal, tangible, intangible or mixed property.

“Proposed Lender” has the meaning assigned to such term in Section 2.03(c).

“Pro Rata Share” means, with respect to any Lender at any time of determination, in relation to Loans, the
proportion of such Lender’s Commitment to the Total Commitment then in effect or, after the Termination Date,
the proportion of such Lender’s Loans to the aggregate amount of Loans then outstanding.

“Qualified Plan” means a pension plan (as defined in Section 3(2) of ERISA) intended to be tax-qualified
under Section 401(a) of the Code and which any ERISA Affiliate sponsors, maintains, or to which it makes or is
obligated to make contributions, or in the case of a multiple employer plan (as described in Section 4064(a) of
ERISA) has made contributions at any time during the immediately preceding period covering at least five (5) plan
years, but excluding any Multiemployer Plan.

“Reportable Event” means any of the events set forth in Section 4043(c) of ERISA, other than events for
which the 30 day notice period has been waived.

“Required Lenders” means, at any date of determination, Lenders having at least 51% of the Total
Commitment then in effect or, if the Total Commitment has been cancelled or terminated, holding at least 51% of
the aggregate unpaid principal amount of the Loans then outstanding.
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“Requirement of Law” means, as to any Person, any law (statutory or common), treaty, rule or regulation
or determination of an arbitrator or of a Governmental Authority, in each case applicable to or binding upon the
Person or any of its Property or to which the Person or any of its Property is subject.

“Responsible Officer” means the chief executive officer, president, chief financial officer, chief
accounting officer, treasurer or any vice president, senior vice president or executive vice president of the
Borrower.

“Revolving Credit Notes” means the promissory notes of the Borrower substantially in the form of
Exhibit C.

“SEC” means the Securities and Exchange Commission (or any successor Governmental Authority).

“Senior Debt Rating” means the Borrower’s senior unsecured debt ratings from either S&P and Moody’s.

“S&P” means Standard & Poor’s Ratings Group and any successor thereto that is a nationally recognized
rating agency.

“Significant Subsidiary” means any Subsidiary of the Borrower having 10% or more of the total assets of
the Borrower and its Subsidiaries on a consolidated basis as of the end of any fiscal quarter or generating 10% or
more of the income of the Borrower and its Subsidiaries on a consolidated basis during the most recently
completed four fiscal quarters for which financial statements have been delivered pursuant to Section 7.01(a).

“Subsidiary” means any corporation, association, partnership, joint venture or other business entity of
which the Borrower and/or any subsidiary of the Borrower either (a) in respect of a corporation, owns more than
50% of the outstanding stock having ordinary voting power to elect a majority of the board of directors or similar
managing body, irrespective of whether or not at the time the stock of any class or classes shall or might have
voting power by reason of the happening of any contingency, or (b) in respect of an association, partnership, joint
venture or other business entity, is the sole general partner or is entitled to share in more than 50% of the profits,
however determined.

“Substitute Lender” has the meaning ascribed to such term in Section 4.08.

“Taxes” has the meaning assigned to such term in Section 4.04(a).

“Termination Date” means, April 5, 2010, or such earlier date on which the Revolving Credit Notes shall
become due and payable, whether by acceleration or otherwise.

“Total Capitalization” means Funded Debt plus Net Worth.

“Total Commitment” means, on any day, the aggregate Commitments on such day of all the Lenders.
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“Unfunded Pension Liabilities” means the excess of a Plan’s accrued benefits, as defined in Section 3(23)
of ERISA, over the current value of that Plan’s assets, as defined in Section 3(26) of ERISA.

“Unsecured Debt” means all Debt which has not been secured by a pledge of any real or personal
property.

“Unused Commitment” means, with respect to a Lender on any day, such Lender’s Commitment in effect
on such day, less the principal amount of such Lender’s Revolving Credit Loans outstanding on such day.

“Utilization Fee” has the meaning assigned to such term in Section 3.07(b).

(d)        Ratings Determinations. Whenever this Agreement requires the determination of the Borrower’s
Senior Debt Rating (i) if there is a split rating as between Moody’s and S&P (1) by one rating category, the higher
of the two ratings will apply and (2) by more than one category, the rating that is one rating level below the higher
rating will apply, (ii) if any rating established by Moody’s or S&P shall be changed (other than as a result of a
change in the rating system of either Moody’s or S&P), such change shall be given effect as of the date on which
such change is first announced by the rating agency making such change and (iii) if both Moody’s and S&P have
not rated the Company’s senior Unsecured Debt, Pricing Level V will apply for the purposes of determining the
Applicable Margin, the Utilization Fee and the Commitment Fee.

ARTICLE II
 

THE CREDIT FACILITY

Section 2.01 Loans.

Until the Termination Date, subject to the terms and conditions of this Agreement, each of the Lenders,
severally and not jointly with the other Lenders, agrees to make loans (collectively, the “Loans”) in dollars to the
Borrower in an aggregate principal amount at any one time outstanding not to exceed such Lender’s Commitment.
Loans shall be made on any Borrowing Date only (i) in the minimum aggregate principal amount of $5,000,000 or
in integral multiples of $1,000,000 in excess thereof, in the case of Eurodollar Loans, and in the minimum
aggregate amount of $1,000,000 or in integral multiples of $100,000, in the case of ABR Loans and (ii) in a
maximum aggregate principal amount not exceeding the Available Commitment (after giving effect to any
repayments or prepayments and any other borrowings of Loans on such Borrowing Date).

Section 2.02 Borrowing Procedure.

In order to borrow Loans, the Borrower shall give a Borrowing Request to the Administrative Agent not
later than 12:00 noon, New York time, (i) on the Borrowing Date for ABR Loans and (ii) on the third Business
Day before the Borrowing Date for Eurodollar Loans. Upon receipt, the Administrative Agent forthwith shall give
notice to each Lender of the substance of the Borrowing Request. Not later than 2:00 P.M., New York time, on the
Borrowing
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Date, each Lender shall make available to the Administrative Agent such Lender’s Pro Rata Share of the requested
Loans in funds immediately available at the Administrative Agent’s office specified pursuant to Section 11.08(a).
Subject to satisfaction, or waiver by all of the Lenders, of each of the applicable conditions precedent contained in
Article VI, on the Borrowing Date the Administrative Agent shall make available, in like funds, to the Borrower
the amounts received by the Administrative Agent from the Lenders.

Section 2.03 Termination and Reduction and Increase of Commitments.

(a)        Unless previously terminated, the Commitments shall terminate on the Termination Date.

(b)        The Borrower may terminate the Total Commitment, or reduce the amount thereof, by (i) giving
written notice to the Administrative Agent, not later than 5:00 P.M., New York time, on the fifth Business Day
prior to the date of termination or reduction and (ii) paying the amount of the Commitment Fees accrued through
such date of termination or reduction. Reductions of the Total Commitment shall be in the amount of $5,000,000
or in integral multiples of $1,000,000 in excess thereof (or, if the amount of the Available Commitment is less than
$5,000,000, then all of such lesser amount), but shall not exceed the Available Commitment in effect immediately
before giving effect to such reduction. Any termination, and all reductions, of the Total Commitment shall be
permanent.

(c)        The Borrower may from time to time, at its sole expense and effort after consulting with the
Administrative Agent, request: (i) one or more Lenders reasonably acceptable to the Administrative Agent to
increase (in the sole and absolute discretion of each such Lender) the amount of their respective Commitments
and/or (ii) one or more other lending institutions acceptable to the Administrative Agent (each, a “New Lender”) to
become “Lenders” and extend Commitments hereunder (each such Lender and each New Lender being herein
referred to as a “Proposed Lender”). To request an increase pursuant to this Section 2.03(c), the Borrower shall
submit to the Administrative Agent an Increase Request, in the form annexed hereto as Exhibit G, signed by the
Borrower, which shall be irrevocable and shall specify, as the case may be: (A) each such Lender and the amount
of the proposed increase in its Commitment, or (B) the proposed Commitment for such New Lender. Promptly
following receipt of an Increase Request, the Administrative Agent shall advise each Lender of the details thereof.
If one or more of such Proposed Lenders shall have unconditionally agreed to such Increase Request in a writing
delivered to the Borrower and the Administrative Agent (each such existing Lender and New Lender being
hereinafter referred to as an “Incremental Lender”), then: (1) each such Incremental Lender which shall then be an
existing Lender shall have its Commitment increased by the amount set forth in such Increase Request, and (2)
each such New Lender shall be and become a “Lender” hereunder having a Commitment equal to the amount set
forth therefor in such Increase Request, provided, however, that in each such case: (I) immediately before and after
giving effect thereto, no Default or Event of Default shall or would exist, (II) each such Incremental Lender shall
have executed and delivered to the Administrative Agent a supplement to this Agreement providing for its
increased Commitment or its Commitment, as applicable, in form approved by the Administrative Agent, (III)
immediately after giving effect thereto, the Total Commitments under this Agreement shall not exceed
$350,000,000, (IV) each such Increase Request shall be in an aggregate minimum amount of $10,000,000 or an
integral multiple of $5,000,000 in excess thereof, and (V) the Commitment extended by any such
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Incremental Lender which is a New Lender shall be in a minimum amount of $5,000,000 or an integral multiple of
$1,000,000 in excess thereof.

(d)        Simultaneously with each increase in the aggregate amount of the Commitments under this
Section 2.03(c), each Incremental Lender shall, to the extent necessary, purchase from each other Lender, and each
other Lender shall sell to each Incremental Lender, in each case at par and without representation, warranty, or
recourse (in accordance with and subject to the restrictions contained in Section 10.03), such principal amount of
the Loans of such other Lender, together with all accrued and unpaid interest thereon, as will result, after giving
effect to such transaction, in each Lender’s Applicable Percentage of Loans outstanding being equal to such
Lender’s Applicable Percentage of all Loans, provided that each such assignor Lender shall have received (to the
extent of the interests, rights and obligations assigned) payment of the outstanding principal amount of such Loans,
accrued interest thereon, accrued fees, commissions and all other amounts payable to it under the Loan Documents
from the applicable assignee Lenders (to the extent of such outstanding principal and accrued interest, fees and
commissions) or the Borrower (in the case of all other amounts).

Section 2.04 Repayment.

Loans shall be repaid, together with all accrued and unpaid interest thereon, on the Termination Date.

Section 2.05 Optional Prepayment.

The Borrower may prepay Loans bearing interest on the same basis and having the same Interest Periods,
if any, by giving notice to the Administrative Agent not later than 1:00 P.M., New York time, on the third Business
Day preceding the proposed date of prepayment, in the case of Eurodollar Loans, or not later than 1:00 P.M., New
York time on the Business Day of the proposed prepayment, in the case of ABR Loans. Each such prepayment of
Eurodollar Loans shall be in an aggregate principal amount of $5,000,000 or in integral multiples of $1,000,000 in
excess thereof (or, if the aggregate amount of outstanding Eurodollar Loans is less than $5,000,000, then all of
such lesser amount), and each prepayment of ABR Loans shall be in an aggregate amount of $1,000,000 or in
integral multiples of $100,000 in excess thereof (or, if the aggregate amount of outstanding ABR Loans is less than
$1,000,000, then all of such lesser amount), and, in the case of Eurodollar Loans, together with the amounts
required by Section 4.03, accrued interest on the principal being prepaid to the date of prepayment. Subject to the
terms and conditions of this Agreement, prepaid Loans may be reborrowed.

ARTICLE III
 

INTEREST AND FEES

Section 3.01 Interest Rate Determination; Conversion.

(a)        Except to the extent that the Borrower shall request, in a Revolving Credit Request, in a
Conversion Request or in a written election pursuant to Section 3.03(b), that Loans (or portions thereof) bear
interest as Eurodollar Loans, Loans shall bear interest as ABR Loans.

 

18
 



 
 

(b)        The Borrower may request, by giving a Conversion Request to the Administrative Agent, not
later than 1:00 P.M., New York time on the third Business Day prior to the requested Conversion Date, that all or
portions of the outstanding Loans, in the aggregate principal amount of $5,000,000 or in integral multiples of
$1,000,000 in excess thereof, in the case of Loans being converted to or continued as Eurodollar Loans, and in the
aggregate principal amount of $1,000,000 or in integral multiples of $100,000 in excess thereof (or, if the
aggregate principal amount of outstanding Loans is less than $1,000,000, then all such lesser amount), in the case
of ABR Loans, bear interest from and after the Conversion Date as either ABR Loans or Eurodollar Loans;
provided, however, that during the continuance of any Default or Event of Default that shall have occurred, no
Loan (or portion thereof) may be converted into Eurodollar Loans. Upon receipt, the Administrative Agent
forthwith shall give notice to each Lender of the substance of each Conversion Request. Upon payment by the
Borrower of the amounts, if any, required by Section 4.03, on the Conversion Date the Loans or portions thereof as
to which the Conversion Request was made shall commence to accrue interest in the manner selected by the
Borrower therein.

Section 3.02 Interest on ABR Loans.

Each ABR Loan shall bear interest from the date made until the date repaid, or (if converted into a
Eurodollar Loan) to (but excluding) the first day of any relevant Interest Period, as the case may be, payable in
arrears on the last day of each calendar quarter of each year, commencing with the first such date after the
Effective Date, and on the date such Loan is repaid, at a rate per annum equal to the sum of (i) the Applicable
Margin and (ii) the Alternate Base Rate in effect from time to time, which rate shall change as and when said
Alternate Base Rate shall change.

Section 3.03 Interest on Eurodollar Loans.

(a)        Each Eurodollar Loan shall bear interest from the date made until the date repaid or converted to
an ABR Loan, payable in arrears, with respect to Interest Periods of three months or less, on the last day of such
Interest Period, and with respect to Interest Periods longer than three months, the respective dates that fall every
three months after the commencement of such Interest Period and on the last day of such Interest Period, at a rate
per annum equal to the sum of (i) the Applicable Margin and (ii) the LIBOR rate for such Interest Period.

(b)        Each Eurodollar Loan shall become an ABR Loan at the end of the Interest Period therefor,
unless (i) there shall not have occurred and be continuing a Default or Event of Default and (ii) not later than the
third Business Day prior to the last day of such Interest Period, (x) the Borrower shall have delivered to the
Administrative Agent an irrevocable written election of the subsequent Interest Period, in which case such
Eurodollar Loan shall remain outstanding as a Eurodollar Loan, or (y) the Borrower shall have delivered to the
Administrative Agent a Conversion Request with respect thereto, in which case such Eurodollar Loan shall be
converted in accordance with Section 3.01(b).

(c)        If, during any period, a Lender shall be required to maintain reserves against “Eurocurrency
Liabilities” in accordance with Federal Reserve Board Regulation D (or any successor regulation), the Borrower
shall pay additional interest during such period on each outstanding Eurodollar Loan of such Lender
(contemporaneously with each interest payment due
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thereon commencing with the first such payment due at least five Business Days after receipt of the notice referred
to in the next sentence) at a rate per annum up to but not exceeding the marginal rate determined by the following
formula:

LIBOR - LIBOR
l -Eurodollar Reserve Percentage

Each Lender shall promptly notify the Borrower, with a copy to the Administrative Agent, upon becoming aware
that the Borrower may be required to make a payment of additional interest to such Lender. When requesting
payment pursuant to this Section 3.03(c), a Lender shall provide to the Borrower, with a copy to the Administrative
Agent, a certificate, signed by an officer of such Lender setting forth, in reasonable detail, the basis of such claim,
the amount required to be paid by the Borrower to such Lender and the computations made by such Lender to
determine such amount. Absent manifest error, such certificate shall be binding as to the amounts of additional
interest owing in respect of such Lender’s Eurodollar Loans. Any Lender that gives notice under this Section
3.03(c) shall promptly withdraw such notice (by written notice of withdrawal given to the Administrative Agent
and the Borrower) whenever such Lender is no longer required to maintain such reserves or the circumstances
giving rise to such notice shall otherwise cease.

Section 3.04 Interest on Overdue Amounts.

All overdue amounts (including principal, interest and fees) hereunder, and, during the continuance of
any Event of Default that shall have occurred, each Loan, shall bear interest, payable on demand, at a rate per
annum equal to the sum of (i) 2% and (ii) in the case of Eurodollar Loans, the rate then applicable until the end of
the current Interest Period therefor, and thereafter the rate of interest applicable to ABR Loans, changing as and
when such rate shall change, and in the case of ABR Loans, the rate of interest applicable thereto, changing as and
when such rate shall change.

Section 3.05 Day Counts.

Interest on ABR Loans shall be calculated on the basis of (a) a 365- or, if applicable, a 366-day year for
the actual number of days elapsed for so long as interest is determined pursuant to clause (i) of the definition of
“Alternate Base Rate” and (b) a 360-day year for the actual number of days elapsed for so long as interest is
determined based on clause (ii) of the definition of “Alternate Base Rate”. Interest on all other Loans, and all fees
shall be calculated on the basis of a 360-day year for the actual number of days elapsed.

Section 3.06 Maximum Interest Rate.

(a)        Nothing in this Agreement shall require the Borrower to pay interest at a rate exceeding the
maximum rate permitted by applicable law. Neither this Section nor Section 11.01 is intended to limit the rate of
interest payable for the account of any Lender to the maximum rate permitted by the laws of the State of New York
(or any other applicable law) if a higher rate is permitted with respect to such Lender by supervening provisions of
U.S. Federal law.
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(b)        If the amount of interest payable for the account of any Lender on any interest payment date in
respect of the immediately preceding interest computation period, computed pursuant to this Article III, would
exceed the maximum amount permitted by applicable law to be charged by such Lender, the amount of interest
payable for its account on such interest payment date shall automatically be reduced to such maximum permissible
amount.

(c)        If the amount of interest payable for the account of any Lender in respect of any interest
computation period is reduced pursuant to Section 3.06(b) and the amount of interest payable for its account in
respect of any subsequent interest computation period would be less than the maximum amount permitted by law
to be charged by such Lender, then the amount of interest payable for its account in respect of such subsequent
interest computation period shall be automatically increased to such maximum permissible amount; provided that
at no time shall the aggregate amount by which interest paid for the account of any Lender has been increased
pursuant to this Section 3.06(c) exceed the aggregate amount by which interest paid for its account has theretofore
been reduced pursuant to Section 3.06(b).

Section 3.07 Commitment Fees; Utilization Fee.

(a)        The Borrower agrees to pay to the Administrative Agent, for the account of each Lender, on the
last day of each calendar quarter of each year, commencing with the first such day after the Effective Date (or such
later date on which such Lender becomes a Lender), and on the Termination Date (or other date on which the
Commitment shall terminate) with respect to such Lender, a fee (the “Commitment Fee”) computed by applying (i)
on each day on which the applicable Pricing Level set forth below is in effect, the percentage per annum set forth
below adjacent to such Pricing Level on such day during the then-ending quarter (or shorter period ending with the
Termination Date or any other date on which the Commitment of such Lender shall terminate) to (ii) the amount of
such Lender’s unused Commitment on such day:

Pricing
Level

  Commitment
Fee

I   0.100%

II   0.125%

III   0.150%

IV   0.175%

V   0.300%

 
(b)        The Borrower agrees to pay to the Administrative Agent, for the account of each Lender, on the

last day of each calendar quarter of each year, commencing with the first such day after the Effective Date (or such
later date on which such Lender becomes a Lender), and on the Termination Date (or other date on which the
Commitment shall terminate) with respect to such Lender, a fee (the “Utilization Fee”), computed by applying on
any date the outstanding principal
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amount of the Loans exceeds 50% of the Commitments (i) on each day on which the applicable Pricing Level set
forth below is in effect, the percentage per annum set forth below adjacent to such Pricing Level on such day
during the then-ending quarter (or shorter period ending with the Termination Date or any other date on which the
Commitment of such Lender shall terminate) to (ii) the outstanding principal amount of such Lender’s Loans on
such day:

 
Pricing Level   Utilization Fee

I   0.100%

II   0.125%

III   0.125%

IV   0.125%

V   0.250%

 
 
 

ARTICLE IV
 

DISBURSEMENT AND PAYMENT

Section 4.01 Disbursement.

(a)        Each Loan shall be made by the relevant Lender from such Lender’s branch or affiliate identified
as its Applicable Lending Office.

(b)        The failure of any Lender to make any Loan to be made by it on the Borrowing Date therefor
shall not relieve any other Lender of its obligation to make its Loan or Loans on such date, but neither any Lender
nor the Administrative Agent shall be responsible for the failure of any other Lender to make a Loan to be made by
such other Lender.

(c)        The Administrative Agent may, but shall not be required to, advance on behalf of any Lender the
amount of such Lender’s Loan to be made on a Borrowing Date, unless such Lender shall have notified the
Administrative Agent prior to such Borrowing Date that it does not intend to make such Loan on such date. If the
Administrative Agent makes any such advance, the Administrative Agent shall be entitled to recover the amount
so advanced on demand from the Lender on whose behalf such advance was made and, if such Lender does not
pay the Administrative Agent the amount of such advance on demand, the Borrower agrees promptly to repay such
amount to the Administrative Agent. Until such amount is repaid to the Administrative Agent by such Lender or
the Borrower, such advance shall be deemed for all purposes to be a Loan made on such Borrowing Date by the
Administrative Agent. The Administrative Agent shall be entitled to recover from the Lender or the Borrower, as
the case may be, interest on the amount advanced by it for each day from the Borrowing Date therefor until repaid
to the Administrative Agent, at a rate per annum equal to the Federal Funds Rate

 

22
 



 
until the third Business Day after the date of the advance and, thereafter, at the rate per annum equal to the relevant
rate on Loans made on the relevant Borrowing Date.

Section 4.02 Method and Time of Payments; Sharing among Lenders.

(a)        All funds received by the Administrative Agent for the account of the Lenders in respect of
payments made by the Borrower under, or from any other Person on account of, any Credit Document shall be
distributed forthwith by the Administrative Agent among the Lenders, in like funds as received, ratably in
proportion to their respective interests therein. Each payment of Commitment Fees and each reduction of the Total
Commitment shall be apportioned among the Lenders in proportion to each Lender’s Pro Rata Share.

(b)        All payments by the Borrower hereunder shall be made without setoff or counterclaim to the
Administrative Agent, for its account or for the account of the Lender or Lenders entitled thereto, as the case may
be, in dollars and in immediately available funds at the office of the Administrative Agent prior to 3:00 P.M., New
York time, on the date when due.

(c)        Whenever any payment from the Borrower shall be due on a day that is not a Business Day, the
date of payment thereof shall be extended to the next succeeding Business Day. If the date for any payment of
principal is extended by operation of law or otherwise, interest thereon shall be payable for such extended time.

(d)        Unless the Administrative Agent shall have received notice from the Borrower prior to the date
on which any payment from the Borrower is due that the Borrower will not make such payment in full, the
Administrative Agent may assume that the Borrower has made such payment in full to the Administrative Agent
on such date and the Administrative Agent may, in reliance upon such assumption, but shall not be obligated to,
cause to be distributed to each Lender on such due date an amount equal to the amount then due such Lender. If
and to the extent that the Borrower shall not have so made such payment, each Lender shall repay to the
Administrative Agent forthwith on demand such amount distributed to such Lender together with interest thereon,
for each day from the date such amount is distributed to such Lender until the date such Lender repays such
amount to the Administrative Agent, at the Federal Funds Rate.

(e)        If any Lender shall receive from the Borrower or any other Person any amount owing under any
Credit Document (whether received pursuant to the exercise of any right of set-off, banker’s lien, realization upon
any security held for or appropriated to such obligation or otherwise) other than in proportion to such Lender’s
ratable share thereof, then such Lender shall purchase from each other Lender a participating interest in so much of
the other Lenders’ Loans as shall be necessary in order that each Lender shall share such payment with each of the
other Lenders in proportion to each Lender’s ratable share; provided that nothing herein contained shall obligate
any Lender to apply any set-off, banker’s lien or collateral security first to the obligations of the Borrower
hereunder if the Borrower is obligated to such Lender pursuant to other loans or notes. If any purchasing Lender
shall be required to return any excess payment received by it, such participation shall be rescinded and the
purchase price restored to the extent of such return, but without interest.
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Section 4.03 Compensation for Losses.

(a)        If (i) the Borrower makes a prepayment, or a Conversion Date occurs, other than on the last day
of the relevant Interest Period, (ii) the Borrower fails to borrow, convert, continue or prepay any Eurodollar Loan
on the date specified in any notice delivered pursuant hereto, (iii) the Borrower revokes any Borrowing Request for
Eurodollar Loans, (iv) Eurodollar Loans (or portions thereof) are converted into ABR Loans pursuant to Section
4.05 at any time other than at the end of an Interest Period or (v) Loans (or portions thereof) shall become or be
declared to be due prior to the scheduled maturity thereof, then the Borrower shall pay to each Lender an amount
that will compensate such Lender for any loss (other than lost profit) or premium or penalty incurred by such
Lender as a result of such prepayment, conversion, declaration or revocation in respect of funds obtained for the
purpose of making or maintaining such Lender’s Eurodollar Loans, or any portion thereof. Such compensation
shall include an amount equal to the excess, if any, of (i) the amount of interest which would have accrued on the
amount so paid or prepaid, or not borrowed or converted, for the period from the date of such payment or
prepayment or conversion or failure to borrow to the last day of such Interest Period (or, in the case of a failure to
borrow, the Interest Period that would have commenced on the date of such failure to borrow) in each case at the
applicable rate of interest for such Eurodollar Loan provided for herein (excluding, however, any Applicable
Margin included therein) over (ii) the amount of interest (as reasonably determined by such Lender) which would
have accrued to such Lender on such amount by placing such amount on deposit for a comparable period with
leading banks in the London interbank deposit market.

(b)        In connection with a demand for payment pursuant to this Section 4.03, a Lender shall provide to
the Borrower, with a copy to the Administrative Agent, a certificate, signed by an officer of such Lender, setting
forth in reasonable detail the amount required to be paid by the Borrower to such Lender and the computations
made by such Lender to determine such amount. In the absence of manifest error, such certificate shall be
conclusive as to the amount so required to be paid.

Section 4.04 Withholding and Additional Costs.

(a)        Withholding. (i) To the extent permitted by law, all payments under this Agreement and under the
Revolving Credit Notes (including payments of principal and interest) shall be payable to each Lender free and
clear of any and all present and future taxes, levies, imposts, duties, deductions, withholdings, fees, liabilities and
similar charges other than Excluded Taxes (collectively, “Taxes”). If any Taxes are required to be withheld or
deducted from any amount payable under this Agreement, then the amount payable under this Agreement shall be
increased to the amount which, after deduction from such increased amount of all Taxes required to be withheld or
deducted therefrom, will yield to such Lender the amount stated to be payable under this Agreement. The
Borrower shall also hold each Lender harmless and indemnify it for any stamp or other taxes with respect to the
preparation, execution, delivery, recording, performance or enforcement of the Credit Documents (all of which
shall be included within “Taxes”). If any of the Taxes specified in this Section 4.04(a) are paid by any Lender, the
Borrower shall, upon demand of such Lender, promptly reimburse such Lender for such payments, together with
any interest, penalties and expenses incurred in connection therewith. The Borrower shall deliver to the
Administrative Agent certificates or other valid vouchers for all Taxes or other charges deducted from or paid with
respect to payments made by the Borrower
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hereunder. Notwithstanding the foregoing, the Borrower shall be entitled, to the extent required to do so by law, to
deduct or withhold (and shall not be required to make payments as otherwise required by this Section 4.04 on
account of such deductions or withholdings) income or other similar taxes imposed by the United States of
America from interest, fees or other amounts payable hereunder for the account of any Lender other than a Lender
(A) that is a U.S. Person for U.S. federal income tax purposes or (B) that has the Prescribed Forms on file with the
Borrower for the applicable year to the extent deduction or withholding of such taxes is not required as a result of
such filing of such Prescribed Forms; provided that, if the Borrower shall so deduct or withhold any such taxes, the
Borrower shall provide a statement to the Administrative Agent and such Lender, setting forth the amount of such
taxes so deducted or withheld, the applicable rate and any other information or documentation which such Lender
may reasonably request for assisting such Lender to obtain any allowable credits or deductions for the taxes so
deducted or withheld in the jurisdiction or jurisdictions in which such Lender is subject to tax.

(ii)         Each Lender that is not a United States person (as such term is defined in Section
7701(a)(30) of the Code) agrees to deliver to the Borrower and the Administrative Agent on or prior to the
Effective Date, or in the case of a Lender that is an assignee or transferee of an interest under this Agreement
pursuant to Section 10.03 (unless the respective Lender was already a Lender hereunder immediately prior to such
assignment or transfer), on the date of such assignment or transfer to such Lender, (i) if the Lender is a “bank”
within the meaning of Section 881(c)(3)(A) of the Code, two accurate and complete original signed copies of
Internal Revenue Service Form W-8BEN or Form W-8ECI (or successor forms) certifying such Lender’s
entitlement to a complete exemption from United States withholding tax with respect to payments to be made
under this Agreement and under any Revolving Credit Note, or (ii) if the Lender is not a “bank” within the
meaning of Section 881(c)(3)(A) of the Code, either Internal Revenue Service Form W-8BEN or Form W-8ECI as
set forth in clause (i) above, or (x) a certificate in substantially the form of Schedule II (any such certificate, a
“Schedule II Certificate”) and (y) two accurate and complete original signed copies of Internal Revenue Service
Form W-8BEN (or successor form) certifying such Lender’s entitlement to an exemption from United States
withholding tax with respect to payments of interest to be made under this Agreement and under any Revolving
Credit Note. In addition, each Lender agrees that it will deliver upon the Borrower’s request updated versions of
the foregoing, as applicable, whenever the previous certification has become obsolete or inaccurate in any material
respect, together with such other forms as may be required in order to confirm or establish the entitlement of such
Lender to a continued exemption from or reduction in United States withholding tax with respect to payments
under this Agreement and any Revolving Credit Note. Notwithstanding anything to the contrary contained in
Section 4.04(a), but subject to the immediately succeeding sentence, (x) the Borrower shall be entitled, to the
extent it is required to do so by law, to deduct or withhold Taxes imposed by the United States (or any political
subdivision or taxing authority thereof or therein) from interest, fees or other amounts payable hereunder for the
account of any Lender which is not a United States person (as such term is defined in Section 7701(a)(30) of the
Code) for U.S. federal income tax purposes to the extent that such Lender has not provided to the Borrower U.S.
Internal Revenue Service Forms that establish a complete exemption from such deduction or withholding and (y)
the Borrower shall not be obligated pursuant to Section 4.04(a) hereof to gross-up payments to be made to a
Lender in respect of Taxes imposed by the United States if (I) such Lender has not provided to the Borrower the
Internal Revenue Service Forms required to be provided to the Borrower pursuant to this Section 4.04(b) or (II) in
the case of a
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payment, other than interest, to a Lender described in clause (ii) above, to the extent that such Forms do not
establish a complete exemption from withholding of such Taxes. Notwithstanding anything to the contrary
contained in the preceding sentence or elsewhere in this Section 4.04, the Borrower agrees to pay additional
amounts and to indemnify each Lender in the manner set forth in Section 4.04(a) (without regard to the identity of
the jurisdiction requiring the deduction or withholding) in respect of any amounts deducted or withheld by it as
described in the immediately preceding sentence as a result of any changes after the Effective Date in any
applicable law, treaty, governmental rule, regulation, guideline or order, or in the interpretation thereof, relating to
the deducting or withholding of Taxes.

(b) Additional Costs. Subject to Sections 4.04(c), (d) and (e):

(i)         Without duplication of any amounts payable described in Section 3.03(c) or 4.03 (a), if
after the date hereof, any change in any law or regulation or in the interpretation thereof by any court or
administrative or Governmental Authority charged with the administration thereof or the enactment of any law or
regulation shall either (1) impose, modify or deem applicable any reserve, special deposit or similar requirement
against any Lender’s Commitment or Loans or (2) impose on any Lender (or such Lender’s Applicable Lending
Office) any other condition regarding this Agreement, its Commitment or the Loans and the result of any event
referred to in clause (1) or (2) shall be to increase the cost to such Lender (or such Lender’s Applicable Lending
Office) of maintaining its Commitment or any Eurodollar Loans made by such Lender (which increase in cost shall
be calculated in accordance with such Lender’s reasonable averaging and attribution methods) by an amount which
such Lender deems to be material, then, upon demand by such Lender, the Borrower shall pay to such Lender, on
demand, an amount equal to such increase in cost; and

(ii)         Without duplication of any amounts payable described in Section 3.03(c) or 4.03(a), if
any Lender shall have determined that the adoption of any applicable law, rule, regulation or guideline regarding
capital adequacy, or any change therein, or any change in the interpretation or administration thereof by any
Governmental Authority, central bank or comparable agency charged with the interpretation or administration
thereof, (including any such adoption or change made prior to the date hereof but not effective until after the date
hereof) or compliance by such Lender (or such Lender’s Applicable Lending Office) with any request or directive
regarding capital adequacy (whether or not having the force of law) of any such authority, central bank or
comparable agency, has or would have the effect of reducing the rate of return on capital for such Lender (or such
Lender’s Applicable Lending Office) or any corporation controlling such Lender as a consequence of its
obligations under this Agreement to a level below that which such Lender (or such Lender’s Applicable Lending
Office) or such corporation could have achieved but for such adoption, change or compliance (taking into
consideration such Lender’s (or such Lender’s Applicable Lending Office) or such corporation’s policies with
respect to capital adequacy), then from time to time, upon demand by such Lender, then the Borrower shall pay to
such Lender, on demand, such additional amount or amounts as will compensate such Lender (or such Lender’s
Applicable Lending Office) or such corporation for such reduction.

(c)        Lending Office Designations. Before making any demand for payment pursuant to this Section
4.04, each Lender shall, if possible, designate a different Applicable Lending
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Office if such designation will avoid the need for giving such notice and will not, in the judgment of such Lender,
be otherwise disadvantageous to such Lender.

(d)        Certificate, Etc. In connection with any demand for payment pursuant to this Section 4.04, a
Lender shall provide to the Borrower, with a copy to the Administrative Agent, a certificate, signed by an officer of
such Lender, setting forth in reasonable detail the basis for such demand, the amount required to be paid by the
Borrower to such Lender the computations made by such Lender to determine such amount.

(e)        Limitations. The Borrower shall not be obligated to compensate a Lender for any amount under
Section 4.04(b) (i) and (ii) arising or occurring more than 90 days prior to the date on which an office of such
Lender primarily responsible for the administration of this Agreement obtains actual knowledge that such Lender
is entitled to such compensation.

Section 4.05 Funding Impracticable.

If at any time any Lender shall have determined in good faith (which determination shall be conclusive)
that the making or maintenance of all or any part of such Lender’s Eurodollar Loans has been made impracticable
or unlawful because of compliance by such Lender in good faith with any law or guideline or interpretation or
administration thereof by any Governmental Authority charged with the interpretation or administration thereof or
with any request or directive of such body (whether or not having the effect of law) or because U.S. dollar deposits
in the amount and requested maturity of such Eurodollar Loans are not available to such Lender in the London
Eurodollar interbank market, then the Administrative Agent, upon notification to it of such determination by such
Lender, shall forthwith advise the other Lenders and the Borrower thereof. Upon such date as shall be specified in
such notice and until such time as the Administrative Agent, upon notification to it by such Lender, shall notify the
Borrower and the other Lenders that the circumstances specified by it in such notice no longer apply, (i)
notwithstanding any other provision of this Agreement, such Eurodollar Loans shall, automatically and without
requirement of further notice, or any payment pursuant to Section 4.03 or 4.04, by the Borrower, be converted to
ABR Loans, and (ii) the obligation of such Lender to make or continue Eurodollar Loans shall be suspended, and,
if the Borrower shall request in a Borrowing Request or Conversion Request that the Lenders make a Eurodollar
Loan, the Loan requested to be made by such Lender shall instead be made as an ABR Loan.

Section 4.06 Expenses; Indemnity.

(a)        The Borrower agrees to pay all reasonable out-of-pocket expenses incurred by the Administrative
Agent or any Lender (including reasonable fees and disbursements of counsel) in connection with the enforcement
of, and the protection of their respective rights under, any provision of any Credit Document or any amendment or
supplement to this Agreement.

(b)        The Borrower agrees to indemnify the Administrative Agent, BNY Capital Markets, Inc. and
each of the Lenders and their respective directors, officers, employees and agents (each, an “Indemnitee”) against,
and to hold each Indemnitee harmless from, any and all losses, claims, damages, liabilities and related expenses,
including counsel fees and expenses, incurred by or asserted against any Indemnitee arising out of, in any way
connected with, or as a result of (i) the execution or delivery of any Credit Document or any agreement or
instrument
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contemplated by any Credit Document, the performance by the parties thereto of their respective obligations under
any Credit Document or the consummation of the transactions contemplated by any Credit Document, (ii) the use
of the proceeds of the Loans or (iii) any claim, litigation, investigation or proceeding relating to any of the
foregoing, whether or not any Indemnitee is a party thereto; provided that such indemnity shall not, as to any
Indemnitee, be available to the extent that such losses, claims, damages, liabilities or related expenses are
determined by a court of competent jurisdiction by final and nonappealable judgment to have resulted from the
gross negligence or willful misconduct of such Indemnitee.

(c)        All amounts due under this Section 4.06 shall be payable in immediately available funds upon
written demand therefor.

Section 4.07 Survival.

The provisions of Sections 4.03, 4.04, 4.06 and 9.06, shall remain operative and in full force and effect
regardless of the expiration of the term of this Agreement, the consummation of the transactions contemplated
hereby, the repayment of any of the Loans, the reduction or termination of any Commitments, the invalidity or
unenforceability of any term or provision of any Credit Document, or any investigation made by or on behalf of
the Lenders.

Section 4.08 Substitution of a Lender.

Notwithstanding anything to the contrary contained herein, if any Lender shall request compensation
pursuant to Section 4.04(b)(i) and (ii) then, in each case, the Borrower may require that such Lender transfer all of
its right, title and interest under this Agreement and such Lender’s Revolving Credit Notes to one or more of the
other Lenders or any other lender identified by the Borrower and reasonably acceptable to the Administrative
Agent (a “Substitute Lender”) which is willing to assume all of the obligations of such Lender, for consideration
equal to the outstanding principal amount of such Lender’s Loans, together with interest thereon to the date of such
transfer and all other amounts payable under the Credit Documents to such Lender on or prior to the date of such
transfer (including, without limitation, any fees accrued hereunder and any amounts which would be payable under
Section 4.03 as if all of such Lender’s Loans were being prepaid in full on such date). Subject to the execution and
delivery of new notes, an Assignment and Acceptance, and such other documents as such Lender may reasonably
require, such Substitute Lender shall be a “Lender” for all purposes hereunder. Without prejudice to the survival of
any other agreement of the Borrower hereunder, the agreements of the Borrower contained in Sections 4.04 and
4.06 (without duplication of any payments made to such Lender by the Borrower or the Substitute Lender) shall
survive for the benefit of any Lender replaced under this Section 4.08 with respect to the time prior to such
replacement.

ARTICLE V
 

REPRESENTATIONS AND WARRANTIES

Section 5.01 Representations and Warranties.

The Borrower represents and warrants to the Administrative Agent and each Lender as follows:
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(a) Corporate Existence.

(i)         the Borrower and each of its Significant Subsidiaries has been duly
incorporated and is validly existing and in good standing under the laws of its jurisdiction of incorporation;

(ii)         the Borrower and each of its Significant Subsidiaries has the corporate power
and authority and all necessary governmental licenses, authorizations, consents and approvals material to the
ownership of its assets and the carrying on of its business;

(iii)        the Borrower has the power and authority and all governmental licenses,
authorizations, consents and approvals to execute, deliver and perform its obligations under this Agreement and
the Revolving Credit Notes; and

(iv)        the Borrower is duly qualified as a foreign corporation, licensed and in good
standing under the laws of each jurisdiction where its ownership, lease or operation of Property or the conduct of
its business requires such qualification, except any such failure to be qualified, licensed or in good standing as
would not be reasonably expected to have a Material Adverse Effect.

(b)        Corporate Authorization; No Contravention. The execution, delivery, and performance by the
Borrower of the Credit Documents have been duly authorized by all necessary corporate action and do not and will
not:

(i)         contravene the terms of the Borrower’s articles of incorporation, bylaws or
other organizational document;

(ii)         conflict with or result in any breach or contravention of, or the creation of any
Lien under, any Contractual Obligation, injunction, order or decree to which the Borrower is a party or by which it
is bound including, without limitation, the CPUC Order; or

(iii) violate any Requirement of Law.

(c)        Governmental Authorization. No consent, approval, authorization or order of any Governmental
Authority is required for due execution, delivery and performance by the Borrower of the Credit Documents, other
than the CPUC Order, which has been obtained and is in full force and effect.

(d)        Binding Effect. This Agreement is, and the Revolving Credit Notes when delivered hereunder
will be, legal, valid and binding obligations of the Borrower enforceable against the Borrower in accordance with
their respective terms subject to bankruptcy, insolvency, fraudulent transfer, reorganization, moratorium or similar
laws of general applicability relating to or affecting creditors’ rights and to general equity principles.

(e)        Litigation. There are no actions, suits, proceedings, claims or disputes pending, or to the best
knowledge of the Borrower, threatened at law, in equity, in arbitration or before any Governmental Authority,
against the Borrower, or its Subsidiaries or any of their respective Properties which (i) purport to affect or pertain
to this Agreement, or any of the transactions contemplated hereby; or (ii) would reasonably be expected to have a
Material Adverse Effect.
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No injunction, writ, temporary restraining order or any order of any nature has been issued by any court or other
Governmental Authority purporting to enjoin or restrain the execution, delivery and performance of any Credit
Document or directing that the transactions provided for herein not be consummated as herein provided.

(f)         No Default. No Default or Event of Default exists or would result from the incurring of the
Obligations by the Borrower under this Agreement. Neither the Borrower, nor any of its Significant Subsidiaries, is
in default under or with respect to any Contractual Obligation which, individually or together with all such
defaults, would have a Material Adverse Effect.

(g)        ERISA Compliance. (i) Each Qualified Plan is in compliance in all material respects with the
applicable provisions of ERISA, the Code and other federal or state law, including all requirements under the Code
or ERISA for filing reports (which are true and correct in all material respects as of the date filed), and to the best
knowledge of the Borrower, benefits have been paid in accordance with the provisions of such Plan.

(ii)         Each Qualified Plan has been determined by the IRS to qualify under Section 401 of the
Code, the IRS has not determined that any amendment to any Qualified Plan does not qualify under Section 401 of
the Code, and the trusts created thereunder have been determined to be exempt from tax under the provisions of
Section 501 of the Code, and to the best knowledge of the Borrower, nothing has occurred which would cause the
loss of such qualification or tax-exempt status.

(iii)        There is no material outstanding liability under Title IV of ERISA with respect to any
Plan maintained or sponsored by the Borrower or any ERISA Affiliate (as to which the Borrower is or may be
liable), nor with respect to any Plan to which the Borrower or any ERISA Affiliate (wherein the Borrower is or
may be liable) contributes or is obligated to contribute.

(iv)        None of the Qualified Plans subject to Title IV of ERISA has any Unfunded Pension
Liability in excess of $50,000,000 as to which the Borrower is or may be liable.

(v)        No ERISA Event has occurred or is reasonably expected to occur with respect to any
Plan maintained or sponsored by the Borrower or to which the Borrower is obligated to contribute.

(vi)        There are no pending or, to the best knowledge of the Borrower, threatened claims,
actions or lawsuits, other than routine claims for benefits in the usual and ordinary course, asserted or instituted
against (i) any Plan maintained or sponsored by the Borrower or its assets, (ii) any ERISA Affiliate with respect to
any Qualified Plan of the Company, or (iii) any fiduciary with respect to any Plan for which the Borrower may be
directly or indirectly liable, through indemnification obligations or otherwise which would be reasonably likely to
have a Material Adverse Effect.

(vii)       The Borrower has not incurred nor reasonably expects to incur (i) any liability (and no
event has occurred which, with the giving of notice under Section 4219 of
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ERISA, would result in such liability) under Section 4201 or 4243 of ERISA with respect to a Multiemployer Plan
or (ii) any liability under Title IV of ERISA (other than premiums due and not delinquent under Section 4007 of
ERISA) with respect to a Qualified Plan.

(viii)      The Borrower has not transferred any Unfunded Pension Liability to any entity other
than an ERISA Affiliate or otherwise engaged in a transaction that could be subject to Section 4069 or 4212(c) of
ERISA.

(ix)        The Borrower has not engaged, directly or indirectly, in a non-exempt prohibited
transaction (as defined in Section 4975 of the Code or Section 406 of ERISA) in connection with any Plan which
would have a Material Adverse Effect.

(h)        Use of Proceeds; Margin Regulations. No Loans will be used, directly or indirectly, (i) to
purchase or carry Margin Stock or (ii) to repay or otherwise refinance indebtedness of the Borrower or others
incurred to purchase or carry Margin Stock or (iii) to extend credit for the purpose of purchasing or carrying any
Margin Stock. No Loan will be used to acquire any security in any transaction which is subject to Sections 13 or
14 of the Securities Exchange Act of 1934.

(i)         Title to Properties. The Borrower and each of its Significant Subsidiaries has sufficient and legal
title in fee simple to or valid leasehold interest in all its real Property, except for such defects in title as could not,
individually or in the aggregate, have a Material Adverse Effect. Such Property is free and clear of all Liens or
rights of others, except Permitted Liens.

(j)         Taxes. The Borrower and its Subsidiaries have filed all federal and other material tax returns and
reports required to be filed and have paid all federal and other material taxes, assessments, fees and other
governmental charges levied or imposed upon them or their Properties, income or assets otherwise due and
payable except (a) those which are being contested in good faith by appropriate proceedings and for which
adequate reserves have been provided in accordance with GAAP, and (b) those levied or imposed on Subsidiaries
other than Significant Subsidiaries the nonpayment of which would not, in the aggregate, have a Material Adverse
Effect. To the best knowledge of the Borrower, there is no proposed tax assessment against the Borrower or any of
its Subsidiaries which would, if the assessment were made, have a Material Adverse Effect.

(k) Financial Condition.

The audited consolidated balance sheet of the Borrower as of December 31, 2004 and
the related consolidated statements of income, changes in shareholders’ equity and cash flows for the period then
ended, copies of which have been furnished to the Administrative Agent and the Lenders, fairly present the
consolidated financial condition of the Borrower and its consolidated Subsidiaries as of, and the results of its
operations and cash flows for, the period then ended, applied on a consistent basis. Such financial statements were
prepared in accordance with GAAP consistently applied throughout the period covered thereby, are complete and
accurate, and show all material indebtedness and other liabilities of the Borrower and its consolidated Subsidiaries
as of the date thereof (including liabilities for taxes and material commitments).
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(l) Environmental Matters.

(i)         The operations of the Borrower and each of its Subsidiaries comply with all
Environmental Laws except where such noncompliance would not have a Material Adverse Effect.

(ii)         The Borrower and each of its Subsidiaries have obtained all licenses, permits,
authorizations and registrations required under any Environmental Law (“Environmental Permits”) necessary for
its operations, and all such Environmental Permits are in good standing, and the Borrower and each of its
Subsidiaries are in compliance with all terms and conditions of such Environmental Permits, except where the
failure so to obtain, be in good standing or be in compliance would not have a Material Adverse Effect.

(iii)        None of the Borrower, any of its Subsidiaries or any of their present Property
or operations is subject to any outstanding written order from or agreement with any Governmental Authority or
other Person, nor subject to any judicial or docketed administrative proceeding, respecting any Environmental
Law, Environmental Claim or Hazardous Material which would have a Material Adverse Effect.

(iv)        There are no conditions or circumstances which may give rise to any
Environmental Claim arising from the operations of the Borrower or its Subsidiaries which would have a Material
Adverse Effect. Without limiting the generality of the foregoing, except as would not, in the aggregate, have a
Material Adverse Effect (i) neither the Borrower nor any of its Subsidiaries has any underground storage tanks (x)
that are not properly registered or permitted under applicable Environmental Laws or (y) that are leaking or
disposing of Hazardous Materials offsite and (ii) the Borrower and its Subsidiaries have notified all of their
employees of the existence, if any, of any health hazard arising from the conditions of their employment and have
met all notification requirements under Title III of CERCLA or any other Environmental Law.

(m)       Regulated Entities. Neither the Borrower nor any Person controlling the Borrower is (i) an
“Investment Company” within the meaning of the Investment Company Act of 1940; or (ii) subject to regulation
under the Public Utility Holding Company Act of 1935 other than pursuant to Section 9(a)(2) thereof, the Federal
Power Act, the Interstate Commerce Act or any regulation thereunder limiting its ability to incur Debt.

(n)        Labor Relations. There are no strikes, lockouts or other labor disputes against the Borrower or
any of its Subsidiaries or, to the best of the Borrower’s knowledge, threatened against or affecting the Borrower or
any of its Subsidiaries which would have a Material Adverse Effect, and no significant unfair labor practice
complaint is pending against the Borrower or any of its Subsidiaries or, to the best knowledge of the Borrower,
threatened against any of them before any Governmental Authority which would have a Material Adverse Effect.

(o)        Insurance. The Properties of the Borrower and its Significant Subsidiaries are insured with
financially sound and reputable insurance companies, in such amounts, with such deductibles and covering such
risks as is customarily carried by companies engaged in similar businesses and owning similar Properties in
localities where the Borrower or such Significant Subsidiary operates.
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(p)        Full Disclosure. None of the representations or warranties made by the Borrower in this
Agreement as of the date of such representations and warranties, and none of the statements contained in any
certificate furnished by or on behalf of the Borrower in connection with this Agreement contains any untrue
statement of a material fact or omits any material fact required to be stated therein or necessary to make the
statements made therein, in light of the circumstances under which they are made, not misleading.

(q)        Compliance with Applicable Laws. Neither the Borrower nor any Subsidiary is in default with
respect to any judgment, order, writ, injunction, decree or decision of any Governmental Authority which default
would have a Material Adverse Effect. The Borrower and each Subsidiary is complying in all material respects
with all applicable statutes and regulations, including ERISA and applicable occupational, safety and health and
other labor laws, of all Governmental Authorities, a violation of which would have a Material Adverse Effect.

(r)         Ranking. The Obligations of the Borrower to the Lenders to be undertaken under the Credit
Documents will rank senior to or pari passu with other Unsecured Debt of the Borrower.

Section 5.02 Survival.

All representations and warranties made by the Borrower in this Agreement, and in the certificates or
other instruments prepared or delivered in connection with or pursuant to this Agreement, shall (i) be considered to
have been relied upon by the Lenders, (ii) survive the making of Loans regardless of any investigation made by, or
on behalf of, the Lenders, and (iii) continue in full force and effect as long as the Commitments have not been
terminated and, thereafter, so long as any Loan, fee or other amount payable hereunder remains unpaid.

ARTICLE VI
 

CONDITIONS PRECEDENT

Section 6.01 Conditions to the Availability of the Commitments.

The obligations of each Lender hereunder are subject to, and the Lenders’ Commitments shall not
become available until the earliest date (the “Effective Date”) on which each of the following conditions precedent
shall have been satisfied or waived in writing by the Lenders:

(a)        This Agreement. The Administrative Agent shall have received this Agreement duly executed and
delivered by each of the Lenders and the Borrower.

(b)        The Revolving Credit Notes. The Borrower shall have delivered to the Administrative Agent, for
each of the Lenders, a duly executed Revolving Credit Note.

(c) Evidence of Corporate Action. The Lenders shall have received the following:

(i)         The articles of incorporation of the Borrower as in effect on the Effective Date,
certified by the Secretary of State of California as of a recent date and by the Secretary or
Assistant Secretary of the Borrower as of the Effective
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Date and the bylaws of the Borrower as in effect on the Effective Date, certified by the Secretary
or Assistant Secretary of the Borrower as of the Effective Date.

(ii)         Certificates of good standing for the Borrower from each of the Secretary of
State of California and the Secretaries of State of the states where the Borrower conducts its
principal operations, certifying that the Borrower is in good standing in such states, such
certificates to be dated reasonably near the Effective Date.

(iii)        Copies of the resolutions of the board of directors of the Borrower approving
and authorizing the execution, delivery and performance by the Borrower of this Agreement and
the Revolving Credit Notes and authorizing the borrowings hereunder, certified as of the
Effective Date by the Secretary or an Assistant Secretary of the Borrower.

(iv)        A certificate of the Secretary or an Assistant Secretary of the Borrower
certifying the names and true signatures of the officers of the Borrower authorized to sign this
Agreement, the Revolving Credit Notes and any certificates or other documents, to be delivered
in connection herewith.

(d)        Opinions of Counsel. The Lenders shall have received a favorable written opinion, dated the
Effective Date, of Robert M. Johnson, Assistant General Counsel of the Borrower, and Morrison & Foerster LLP,
in substantially the form of Exhibit D.

(e)        Representations and Warranties; Etc. The following statements shall be true and the
Administrative Agent shall have received a certificate signed by a Responsible Officer of the Borrower, dated the
Effective Date, stating that:

(i)         The representations and warranties contained in Section 5.01 of this Agreement
are correct on and as of the Effective Date as though made on and as of such date;

(ii)         Since December 31, 2004, neither the Borrower nor any of its Subsidiaries
have entered into or consummated any transaction or transactions, and there has occurred no
change, affecting the business, credit, operations or financial condition of the Borrower and its
Subsidiaries, taken as a whole, which would have a Material Adverse Effect;

(iii)        No litigation, proceeding or inquiry before or by any arbitrator or
Governmental Authority is continuing or, to the best of the Borrower’s knowledge, threatened
which would have a Material Adverse Effect; and

(iv)        No event has occurred and is continuing which constitutes a Default or Event
of Default.

(f)         Existing Credit Agreement. All amounts outstanding under the Existing Credit Agreement shall
be paid from the proceeds of the Loans made under this Agreement and the commitments thereunder shall have
been terminated.
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(g)        Other Documents. The Lenders shall have received such other certificates, opinions and other
documents as the Required Lenders reasonably may require.

Section 6.02 Conditions to All Loans.

The obligations of the Lenders to make each Loan are subject to the conditions precedent that, on the date
of each Loan and after giving effect thereto, each of the following conditions precedent shall have been satisfied,
or waived in writing by the Lenders:

(a)        Borrowing Request. The Administrative Agent shall have received a Borrowing Request
complying with the terms of this Agreement.

(b)        No Default. No Default or Event of Default shall have occurred and be continuing, nor shall any
Default or Event of Default occur as a result of the making of such Loan.

(c)        Representations and Warranties. The representations and warranties contained in Section 5.01
shall have been true and correct when made and (except to the extent that any representation or warranty speaks as
of a date certain) shall be true and correct on the Borrowing Date with the same effect as though such
representations and warranties had been made on such Borrowing Date.

Section 6.03 Satisfaction of Conditions Precedent.

Each of (i) the delivery by the Borrower of a Borrowing Request (unless the Borrower notifies the
Lenders in writing to the contrary prior to the Borrowing Date) and (ii) the acceptance of the proceeds of a Loan
shall be deemed to constitute a certification by the Borrower that, as of the Borrowing Date, each of the conditions
precedent contained in Section 6.02 has been satisfied with respect to any Loans then being made.

ARTICLE VII
 

COVENANTS

Section 7.01 Affirmative Covenants.

Until satisfaction in full of all the obligations of the Borrower under the Credit Documents and
termination of the Commitments of the Lenders hereunder:

(a)        Financial Statements; Compliance Certificates. The Borrower shall furnish to the Lenders:

(i)         As soon as available, but not later than 120 days after the end of each fiscal
year of the Borrower, (i) the audited, consolidated balance sheet of the Borrower as of the end of
such fiscal year and the related consolidated statements of income, changes in shareholders’
equity and cash flows for such fiscal year, certified by Arthur Andersen LLP or other
independent certified public accountants of recognized national standing, and (ii) the unaudited
unconsolidated balance sheet of the Borrower as of the end of such fiscal year and the related
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unaudited unconsolidated statements of income, changes in shareholders’ equity and cash flows
for such fiscal year, in each case setting forth comparative figures for the preceding fiscal year,
all in reasonable detail, certified by a Responsible Officer of the Borrower who was involved in
the preparation of the financial statements referred to herein;

(ii)         As soon as available, but not later than 60 days after the end of each of the first
three quarterly accounting periods in each fiscal year of the Borrower, (i) the unaudited
unconsolidated balance sheet of the Borrower as of the end of such quarterly period and the
related unaudited unconsolidated statements of income, changes in shareholders’ equity and
cash flows, and (ii) the unaudited consolidated balance sheet of the Borrower as of the end of
such quarterly period and the related unaudited consolidated statements of income, changes in
shareholders’ equity and cash flows for the elapsed portion of the fiscal year ended with the last
day of such quarterly period. Such statements shall be in reasonable detail and certified by a
Responsible Officer of the Borrower who was involved in the preparation of the financial
statements referred to herein;

(iii)        Concurrently with the delivery of the financial statements referred to in
clauses (i) and (ii) above, a certificate of a Responsible Officer (A) stating that, to the best of
such officer’s knowledge after reasonable investigation, the Borrower, during such period, has
observed or performed all of its covenants and other agreements in all material respects, and
satisfied every condition contained in this Agreement to be observed, performed or satisfied by
it, and that such officer has obtained no knowledge of any Default or Event of Default except as
specified in such certificate, and (B) showing in detail the calculation supporting such statement
in respect of Section 7.03;

(iv)        Concurrently with the delivery of the financial statements referred to in clause
(i) above, a comprehensive budget that has been reviewed by the Board of Directors of the
Borrower for such fiscal year (including pro forma unconsolidated projected balance sheets,
income statements and cash flow statements, in each case for the current budget year) and
financial forecast for the next two fiscal years, together with an explanation of key assumptions,
all in the form such budget has previously been delivered to the Administrative Agent;

(v)        Within 5 days after the same are sent, copies of all financial statements and
reports which the Borrower sends to its shareholders, and promptly after the same are filed,
copies of all financial statements and regular, periodical or special reports which the Borrower
may make to, or file with, the SEC; and

(vi)        Promptly, such additional financial and other information as the
Administrative Agent, at the request of any Lender may from time to time reasonably request.

(b)        Notices. The Borrower shall promptly notify the Administrative Agent (who shall notify each
Lender):
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(i) of the occurrence of any Default or Event of Default;

(ii)         of any (A) breach or non-performance of, or any default under any Contractual
Obligation of the Borrower or any of its Subsidiaries which would be reasonably expected to
result in a Material Adverse Effect; or (B) dispute, litigation, investigation, proceeding or
suspension which may exist at any time between the Borrower or any of its Subsidiaries and any
Governmental Authority which would reasonably be expected to result in a Material Adverse
Effect;

(iii)        of the commencement of, or any material development in, any litigation or
proceeding affecting the Borrower or any Subsidiary which, if adversely determined, would
have a Material Adverse Effect;

(iv)        of any other litigation or proceeding affecting the Borrower or any of its
Subsidiaries which the Borrower would be required to report to the SEC pursuant to the
Securities Exchange Act of 1934, within four days after reporting the same to the SEC;

(v)        of any ERISA Event affecting the Borrower or any ERISA Affiliate (but in no
event more than ten days after such ERISA Event) together with (i) a copy of any notice with
respect to such ERISA Event that may be required to be filed with the PBGC and (ii) any notice
delivered by the PBGC to the Borrower or any ERISA Affiliate with respect to such ERISA
Event;

(vi) upon becoming aware thereof, of any Material Adverse Effect;

(vii)       upon becoming aware thereof, of any change in the Borrower’s Senior Debt
Rating by Moody’s or S&P;

(viii)      following any change in accounting policies or financial reporting practices;
and

(ix)        upon becoming aware of any labor controversy resulting in or threatening to
result in any strike, work stoppage, boycott, shutdown or other labor disruption against or
involving the Borrower or any Subsidiary and which would reasonably be expected to have a
Material Adverse Effect.

Each notice pursuant to this Section 7.01(b) shall be accompanied by a written statement by a
Responsible Officer of the Borrower setting forth details of the occurrence referred to therein.

(c)        Preservation of Corporate Existence, Etc. The Borrower shall and shall cause each of its
Significant Subsidiaries to:

(i)         preserve and maintain in full force and effect its corporate existence and good
standing under the laws of its state or jurisdiction of incorporation except as permitted under
Section 7.02(b) hereof;
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(ii)         preserve and maintain in full force and effect all rights, privileges,
qualifications, permits, licenses and franchises necessary or useful in the normal conduct of its
business, except as would not be reasonably expected to have a Material Adverse Effect;

(iii)        use its reasonable efforts, in the ordinary course and consistent with past
practice, to preserve its business organization and preserve the goodwill and business of the
customers, suppliers and others having business relations with it, except as would not be
reasonably expected to have a Material Adverse Effect; and

(iv)        preserve or renew all of its registered trademarks, trade names and service
marks, the non-preservation of which would have a Material Adverse Effect.

(d)        Maintenance of Property. The Borrower shall maintain, and shall cause each of its Significant
Subsidiaries to maintain, and preserve all its Property which is used or useful in its business in good working order
and condition, ordinary wear and tear excepted.

(e)        Insurance. The Borrower shall maintain, and shall cause each Significant Subsidiary to maintain,
with financially sound and reputable insurers, insurance with respect to its Properties and business against loss or
damage of the kinds customarily insured against by Persons engaged in the same or similar business, of such types
and in such amounts as are customarily carried under similar circumstances by such other Persons, including
workers’ compensation insurance, public liability and property and casualty insurance.

(f)         Payments of Obligations. The Borrower shall, and shall cause its Subsidiaries to, pay and
discharge as the same shall become due and payable (or prior to delinquency), all obligations and liabilities
material to the Borrower and its Subsidiaries taken as a whole, including:

(i)         all tax liabilities, assessments and governmental charges or levies upon it or its
Properties or assets, and

(ii)         all lawful claims which, if unpaid, might by law become a Lien other than a
Permitted Lien upon its Property.

except in each case (x) those that are being contested in good faith by appropriate proceedings and adequate
reserves in accordance with GAAP are being maintained by the Borrower or such Subsidiary or (y) the same are
levied or imposed on Subsidiaries other than Significant Subsidiaries and the nonpayment of which would not, in
the aggregate, have a Material Adverse Effect.

(g)        Compliance with Laws. The Borrower shall comply, and shall cause each of its Subsidiaries to
comply, in all material respects with all Requirements of Law of any Governmental Authority having jurisdiction
over it or its business, except such as may be contested in good faith or as to which a bona fide dispute may exist
or where such noncompliance would not have a Material Adverse Effect.
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(h)        Inspection of Property and Books and Records. The Borrower shall maintain and shall cause each
of its Subsidiaries to maintain, proper books of record and account, in which full, true and correct entries in
conformity with GAAP consistently applied shall be made of all financial transactions and matters involving the
assets and business of the Borrower and such Subsidiaries. To the extent permitted by applicable law and subject to
Section 11.05, the Borrower will permit, and will cause each of its Subsidiaries to permit, representatives of the
Administrative Agent or any Lender to visit and inspect any of their respective Properties, to examine their
respective corporate, financial and operating records and make copies thereof or abstracts therefrom, and to discuss
their respective affairs, finances and accounts with their respective directors, officers, employees and independent
public accountants, all at the expense of the Borrower and at such reasonable times during normal business hours
and as often as may be reasonably desired, upon reasonable advance notice to the Borrower.

Section 7.02 Negative Covenants.

Until satisfaction in full of all the obligations of the Borrower under the Credit Documents and
termination of the Commitments of the Lenders hereunder, the Borrower will not, without the written consent of
the Required Lenders:

(a)        Liens. Create or suffer to exist, or permit any of its Subsidiaries to create or suffer to exist, any
Lien upon or with respect to any of its Property except Permitted Liens.

(b)        Consolidations and Mergers; Disposition of Assets. Merge, consolidate with or into, or convey,
transfer, lease or otherwise dispose of, or permit any of its Significant Subsidiaries to merge, consolidate with or
into, or convey, transfer, lease or otherwise dispose of, (whether in one transaction or in a series of transactions) all
or substantially all of its assets (whether now owned or hereinafter acquired) or enter into, or permit any of its
Significant Subsidiaries to enter into, any joint venture or partnership with, any Person except:

(i)         any Significant Subsidiary of the Borrower may merge, consolidate or combine
with or into, or transfer assets to the Borrower (if the Borrower shall be the continuing or
surviving corporation) or with, into or to any one or more Significant Subsidiaries of the
Borrower; provided that if any transaction shall be between a Significant Subsidiary and a
wholly-owned Significant Subsidiary, the wholly-owned Significant Subsidiary shall be the
continuing or surviving corporation;

(ii)         any Significant Subsidiary of the Borrower may sell, lease, transfer or
otherwise dispose of any or all of it assets (upon voluntary liquidation or otherwise), to the
Borrower or another wholly-owned Significant Subsidiary of the Borrower; if immediately after
giving effect thereto no Default or Event of Default would exist;

(iii)        the Borrower may merge, consolidate or combine with another entity if (1) the
Borrower is the corporation surviving the merger, and (2) immediately after giving effect
thereto, no Default or Event of Default would exist; and
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(iv)        the Borrower and any Subsidiary may enter into joint ventures and
partnerships in the ordinary course of business as presently conducted.

(c)        Investments and Acquisitions. Make, or permit any of its Significant Subsidiaries to make, any
Investments or Acquisitions except (i) for Permitted Investments, (ii) as required by any Governmental Authority,
and (iii) for Acquisitions, provided that:

(i)         immediately before or after giving effect to each Acquisition, no Default shall or would
exist, and immediately after giving effect thereto, all of the representations and warranties contained in this
Agreement shall be true and correct with the same effect as though then made,

(ii)         the Person or business acquired is engaged in the same line of business as the Borrower
or any Significant Subsidiary,

(iii)        the Borrower shall have delivered to the Administrative Agent notice thereof not less
than ten days prior to the consummation of such Acquisition,

(iv)        the Borrower shall have delivered to the Administrative Agent a certificate of a
financial officer thereof, in all respects reasonably satisfactory to the Administrative Agent and dated the date of
such consummation,

(1)        certifying that prior to and after giving effect to such Acquisition and based on
the most recent financial statements delivered pursuant to Section 7.01(a), the Borrower is and
will be in compliance with Section 7.03,

(2)        demonstrating that the sum (the “Acquisition Consideration”) of (A) the cash
consideration paid or agreed to be paid, plus (B) the fair market value of all non-cash
consideration paid or agreed to be paid plus (C) an amount equal to the principal or stated
amount of all liabilities assumed or incurred (without duplication of amounts included pursuant
to clause (A) above) in connection with such Acquisition and paid for all Acquisitions
consummated after the Effective Date and prior to such Acquisition would not exceed
$200,000,000 in the aggregate, and

(3)        providing or attaching such other information, documents and other items as
the Administrative Agent shall have reasonably requested.

(d)        Transactions with Affiliates. Enter into, or permit any of its Subsidiaries to enter into, any
transaction with any Affiliate of the Borrower or of any such Subsidiary except as permitted by this Agreement or
in the ordinary course of business and pursuant to the reasonable requirements of the business of the Borrower or
such Subsidiary and upon fair and reasonable terms no less favorable to the Borrower or such Subsidiary than
would be obtained in a comparable arm’s-length transaction with a Person not an Affiliate of the Borrower or such
Subsidiary.

(e)        Compliance with ERISA. Directly or indirectly, or permit any ERISA Affiliate to directly or
indirectly (i) terminate, any Qualified Plan subject to Title IV of ERISA so as to result
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in any material (in the opinion of the Administrative Agent) liability to the Borrower or any ERISA Affiliate, (ii)
permit to exist any ERISA Event or any other event or condition, which presents the risk of a material (in the
opinion of the Administrative Agent) liability of the Borrower or any ERISA Affiliate, or (iii) make a complete or
partial withdrawal (within the meaning of ERISA Section 4201) from any Multiemployer Plan so as to result in
any material (in the opinion of the Required Lenders) liability to the Borrower or any ERISA Affiliate, (iv) except
in the ordinary course of business consistent with past practice, enter into any new Plan or modify any existing
Plan so as to increase its obligations thereunder which would reasonably be expected to result in any material (in
the opinion of the Administrative Agent) liability of the Borrower or any ERISA Affiliate, or (v) permit the present
value of all nonforfeitable accrued benefits under each Qualified Plan (using the actuarial assumptions that would
be utilized by the PBGC upon termination of such a Qualified Plan) materially (in the opinion of the Required
Lenders) to exceed the fair market value of such Qualified Plan’s assets allocable to such benefits, all determined
as of the most recent valuation date for each such Qualified Plan.

(f)         Lease Obligations. Create or suffer to exist, or permit any Significant Subsidiary to create or
suffer to exist, any Lease Obligations, except for:

(i)         leases of the Borrower or any of its Significant Subsidiaries in existence on the
Effective Date and any arms’ length renewal, extension or refinancing thereof, and

(ii)         after the Effective Date, any leases entered into by the Borrower or any of its
Significant Subsidiaries in the ordinary course of business in a manner and to an extent
consistent with past practice.

(g)        Restricted Payments. Declare or make any dividend payment or other distribution of assets,
Properties, cash, rights, obligations or securities on account of any shares of any class of its capital stock or
purchase, redeem or otherwise acquire for value (or permit any of its Subsidiaries to do so) any shares of its capital
stock or any warrants, rights or options to acquire such shares, now or hereafter outstanding if a Default or Event
of Default has occurred and is continuing or would result therefrom.

(h)        Change in Business. Engage, or permit any of its Subsidiaries to engage, in any material line of
business substantially different from those lines of business carried on by it on the date hereof and any and all
reasonably related businesses necessary for, in support, furtherance or anticipation of and/or ancillary to or in the
preparation for such businesses.

Section 7.03 Financial Covenants.

(a) Leverage Ratio  

Until satisfaction in full of all the obligations of the Borrower under the Credit Documents and
termination of the Commitments of the Lenders hereunder, the Borrower will not permit the ratio of Funded Debt
to Total Capitalization to exceed 0.70 to 1.00 as of the end of any quarter of any fiscal year.
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(b) Net Worth

Until satisfaction in full of all of the obligations of the Borrower under the Credit Documents and the
termination of the Commitments of the Lenders hereunder, the Borrower will not permit its Net Worth as of the
end of any quarter of any fiscal year to be less than $475,000,000 plus 25% of the net proceeds of any Equity
Issuance from and after December 31, 2003.

ARTICLE VIII
 

EVENTS OF DEFAULT

Section 8.01 Events of Default

If one or more of the following events (each, an “Event of Default”) shall occur:

(a)        The Borrower shall fail duly to pay any principal of any Loan when due, whether at maturity, by
notice of intention to prepay or otherwise; or

(b)        The Borrower shall fail duly to pay any interest, fee or any other amount payable under the Credit
Documents within two Business Days after the same shall be due; or

(c)        Any representation or warranty made or deemed made by the Borrower herein, or any statement
or representation made in any certificate, report or opinion delivered by or on behalf of the Borrower in connection
herewith, shall prove to have been false or misleading in any material respect when so made or deemed made; or

(d)        The Borrower shall fail duly to observe or perform any term, covenant or agreement contained in
Sections 7.01(c), 7.02 or 7.03; or

(e)        The Borrower shall fail duly to observe or perform any other term, covenant or agreement
contained in this Agreement and such failure shall have continued unremedied for a period of thirty (30) days after
a Responsible Officer of the Borrower shall have obtained knowledge thereof; or

(f)         The Borrower or any Subsidiary shall fail to pay any of its obligations (other than its Obligations
hereunder) in an amount of $10,000,000 or more when due (whether by scheduled maturity, required prepayment,
acceleration, demand or otherwise), or any other default or event of default under any agreement or instrument
relating to any such obligation shall occur and shall continue after the applicable grace period, if any, specified in
such agreement or instrument, or if the maturity of such obligation is accelerated, or any such obligation shall be
declared to be due and payable, or required to be prepaid prior to the stated maturity thereof, or

(g)        One or more judgments against the Borrower or attachments against its Property, which in the
aggregate exceed $10,000,000 not covered by insurance, or the operation or result of which would interfere
materially and adversely with the conduct of the business of the Borrower, shall remain unpaid, unstayed on
appeal, undischarged, unbonded and undismissed for a period of 30 days or more; or any Person shall have filed
any suit, action or proceeding which results in the granting of any form of injunction or restraining order,
temporary or otherwise, the
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compliance with which would have a Material Adverse Effect, and which injunction or restraining order is not
dissolved (or otherwise terminated) or modified within 30 days so as to eliminate that portion of such injunction or
restraining order which would have such Material Adverse Effect; or

(h)        Any order, writ, warrant, garnishment or other process of any court attaching, garnishing,
distraining or otherwise freezing assets of the Borrower in an amount equal to $10,000,000 or more in value in the
aggregate for all such orders, writs, warrants, garnishments shall remain unstayed on appeal, undischarged or
undismissed for a period of 30 days or more; or

(i)         (i) The Borrower shall commence any case, proceeding, or other action (A) under any existing or
future law of any jurisdiction, domestic or foreign, relating to bankruptcy, insolvency, reorganization or relief of
debts, seeking to have an order for relief entered with respect to it, or seeking to adjudicate it a bankrupt or
insolvent, or seeking reorganization, arrangement, adjustment, winding-up, liquidation, dissolution, composition or
other relief with respect to it or its debts, or (B) seeking appointment of a receiver, trustee, custodian or other
similar official for it or for all or any substantial part of its assets, or the Borrower shall make a general assignment
for the benefit of its creditors; or (ii) there shall be commenced against the Borrower any case, proceeding or other
action of a nature referred to in clause (i) above and such case, proceeding or action shall not have been vacated,
discharged or stayed within 60 days from the entry thereof, or (iii) the Borrower shall consent to the institution of,
or fail to controvert in a timely and appropriate manner, any case, proceeding or other action of a nature referred to
above; or (iv) the Borrower shall file an answer admitting the material allegations of a petition filed against it in
any case, proceeding or other action of a nature referred to above; or (v) the Borrower shall generally not, or shall
be unable to, or shall admit in writing its inability to, pay its debts as they become due; or (vi) the Borrower shall
take corporate action for the purpose of effecting any of the foregoing; or

(j)         The Borrower or an ERISA Affiliate shall fail to pay when due, after the expiration of any
applicable grace period, any installment payment with respect to its withdrawal liability under a Multiemployer
Plan; (ii) the Borrower or an ERISA Affiliate shall fail to satisfy its contribution requirements under Section
412(c)(II) of the Code, whether or not it has sought a waiver under Section 412(d) of the Code where such failure
can reasonably be expected to impose on the Borrower or an ERISA Affiliate liability (for additional taxes, to Plan
participants, or otherwise) in the aggregate amount in excess of $50,000,000; (iii) the Unfunded Pension Liabilities
of a Plan or Plans shall exceed $50,000,000; (iv) a Plan that is intended to be qualified under Section 401(a) of the
Code shall lose its qualification, and such loss can reasonably be expected to impose on the Borrower or an ERISA
Affiliate liability (for additional taxes, to Plan participants, or otherwise) in the aggregate amount of $50,000,000
or more; (v) the commencement or increase of contributions to, the adoption of, or the amendment of a Plan by, the
Borrower or an ERISA Affiliate shall result in a net increase in unfunded liabilities of the Borrower or an ERISA
Affiliate in excess of $50,000,000; or (vi) any combination of events listed in clause (iii) through (vi) that involves
a net increase in aggregate Unfunded Pension Liabilities and unfunded liabilities in excess of $50,000,000 shall
occur; or

(k)        All or substantially all of the Property of the Borrower or its Subsidiaries shall be condemned,
seized or appropriated, excluding Property of a Subsidiary other than a Significant Subsidiary the condemnation,
seizure or appropriation of which would not have a Material Adverse Effect; or
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(l)         Any Governmental Authority shall revoke or fail to renew any license, permit or franchise of the

Borrower or any of its Subsidiaries, or the Borrower or any of its Subsidiaries shall for any reason lose any license,
permit or franchise, if such revocation, non-renewal or loss would have a Material Adverse Effect; or

(m)       Any Credit Document (other than Revolving Credit Notes which have been replaced or
superseded) shall cease to be in full effect; or

(n) A Change in Control shall occur;

then, and at any time during the continuance of such Event of Default, the Required Lenders, may, by written
notice to the Borrower, take either or both of the following actions, at the same or different times: (i) terminate
forthwith the Commitments and (ii) declare any Loans then outstanding to be due and payable, whereupon the
principal of the Loans so declared to be due, together with accrued interest thereon and any other unpaid amounts
accrued under the Credit Documents, shall become forthwith due and payable, without presentment, demand,
protest or any other notice of any kind (all of which are hereby expressly waived by the Borrower); provided that,
in the case of any Event of Default described in Section 8.01(i) occurring with respect to the Borrower, the
Commitments shall automatically and immediately terminate and the principal of all Loans then outstanding,
together with accrued interest thereon and any other unpaid amounts accrued under the Credit Documents, shall
automatically and immediately become due and payable without presentment, demand, protest or any other notice
of any kind (all of which are hereby expressly waived by the Borrower).

ARTICLE IX
 

THE ADMINISTRATIVE AGENT

Section 9.01 The Agency.

Each Lender appoints The Bank of New York as its agent hereunder and irrevocably authorizes the
Administrative Agent to take such action on its behalf and to exercise such powers hereunder as are specifically
delegated to the Administrative Agent by the terms hereof, together with such powers as are reasonably incidental
thereto, and the Administrative Agent hereby accepts such appointment subject to the terms hereof. The
relationship between the Administrative Agent and the Lenders shall be that of agent and principal only and
nothing herein shall be construed to constitute the Administrative Agent a trustee or fiduciary for any Lender nor
to impose on the Administrative Agent duties or obligations other than those expressly provided for herein.

Section 9.02 The Administrative Agent’s Duties.

The Administrative Agent shall promptly forward to each Lender copies, or notify each Lender as to the
contents, of all notices received from the Borrower pursuant to the terms of this Agreement and, in the event that
the Borrower fails to pay when due the principal of or interest
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on any Loan, the Administrative Agent shall promptly give notice thereof to the Lenders. As to any other matter
not expressly provided for herein, the Administrative Agent shall have no duty to act or refrain from acting with
respect to the Borrower, except upon the instructions of the Required Lenders. The Administrative Agent shall not
be bound by any waiver, amendment, supplement, or modification of this Agreement which affects its duties
hereunder, unless it shall have given its prior written consent thereto. The Administrative Agent shall have no duty
to ascertain or inquire as to the performance or observance of any of the terms, conditions, covenants or
agreements binding on the Borrower pursuant to this Agreement nor shall the Administrative Agent be deemed to
have knowledge of the occurrence of any Default or Event of Default (other than a failure of the Borrower to pay
when due the principal or interest on any Loan), unless it shall have received written notice from the Borrower or a
Lender specifying such Default or Event of Default and stating that such notice is a “Notice of Default”.

Section 9.03 Limitation of Liabilities.

Each of the Lenders and the Borrower agree that (i) neither the Administrative Agent nor any of its
officers or employees shall be liable for any action taken or omitted to be taken by any of them hereunder except
for its or their own gross negligence or willful misconduct, (ii) neither the Administrative Agent nor any of its
officers or employees shall be liable for any action taken or omitted to be taken by any of them in good faith in
reliance upon the advice of counsel, independent public accountants or other experts selected by the
Administrative Agent, and (iii) the Administrative Agent shall be entitled to rely upon any notice, consent,
certificate, statement or other document believed by it to be genuine and correct and to have been signed and/or
sent by the proper Persons.

Section 9.04 The Administrative Agent as a Lender.

The Administrative Agent may, without any liability to account, maintain deposits or credit balances for,
invest in, lend money to and generally engage in any kind of banking business with the Borrower or any
Subsidiary or Affiliate of the Borrower without any duty to account therefor to the other Lenders.

Section 9.05 Lender Credit Decision.

Neither the Administrative Agent, nor any of its Affiliates, officers or employees has any responsibility
for, gives any guaranty in respect of, nor makes any representation to the Lenders as to, (i) the condition, financial
or otherwise, of the Borrower or any Subsidiary thereof or the truth of any representation or warranty given or
made in this Agreement, or in connection herewith or (ii) the validity, execution, sufficiency, effectiveness,
construction, adequacy, enforceability or value of this Agreement or any other document or instrument related
hereto. Except as specifically provided herein, neither the Administrative Agent nor any of its Affiliates, officers or
employees shall have any duty or responsibility, either initially or on a continuing basis, to provide any Lender
with any credit or other information with respect to the operations, business, property, condition or
creditworthiness of the Borrower or any of its Subsidiaries, whether such information comes into the
Administrative Agent’s possession on or before the date hereof or at any time thereafter. Each Lender
acknowledges that (i) it has, independently and without reliance upon the Administrative Agent or any other
Lender, based on such documents and information as it has deemed appropriate, made its own credit analysis
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and decision to enter into this Agreement and (ii) all information reviewed by it in its credit analysis or otherwise
in connection herewith has been provided solely by or on behalf of the Borrower, and the Administrative Agent
has no responsibility for such information. Each Lender also acknowledges that it will independently and without
reliance upon the Administrative Agent or any other Lender, based on such documents and information as it shall
deem appropriate at the time, continue to make its own credit decisions in taking or not taking action under any
Credit Document.

Section 9.06 Indemnification.

Each Lender agrees to indemnify the Administrative Agent, to the extent not reimbursed by the Borrower,
ratably in proportion to its Commitment, from and against any and all liabilities, obligations, losses, claims,
damages, penalties, actions, judgments, suits, costs, expenses or disbursements of any kind or nature whatsoever
which may be imposed on, incurred by, or asserted against the Administrative Agent in any way relating to or
arising out of this Agreement, or any action taken or omitted to be taken by the Administrative Agent hereunder;
provided, that no Lender shall be liable for any portion of such liabilities, obligations, losses, damages, penalties,
actions, judgments, suits, costs, expenses or disbursements resulting from the gross negligence or willful
misconduct of the Administrative Agent or any of its officers or employees. Without limiting the foregoing, each
Lender agrees to reimburse the Administrative Agent promptly upon demand for its ratable share of any out-of-
pocket expenses (including fees and disbursements of counsel incurred by the Administrative Agent in connection
with the preparation, execution or enforcement of, or legal advice in respect of rights or responsibilities under, any
Credit Document or any amendments or supplements thereto, to the extent that the Administrative Agent is not
reimbursed for such expenses by the Borrower. Except for action expressly required of the Administrative Agent
hereunder, the Administrative Agent shall in all cases be fully justified in failing or refusing to act hereunder
unless it shall receive further assurances to its satisfaction from the Lenders of their indemnification obligations
under this Section 9.06 against any and all liability and expense that may be incurred by it by reason of taking or
continuing to take any such action.

Section 9.07 Successor Administrative Agent

The Administrative Agent may resign at any time by giving 30 days prior written notice thereof (unless
the parties agree otherwise) to the Lenders and the Borrower. Upon any such resignation, the Required Lenders
shall have the right to appoint a successor Administrative Agent reasonably acceptable to the Borrower. If no
successor Administrative Agent shall have been so appointed by the Required Lenders and shall have accepted
such appointment within 30 days after the resigning Administrative Agent’s giving of notice of resignation, the
resigning Administrative Agent may appoint a successor Administrative Agent, which shall be a commercial bank
organized or licensed under the laws of the United States of America or of any State thereof and having a
combined capital and surplus of at least $250,000,000. Upon the acceptance of its appointment as Administrative
Agent hereunder by a successor Administrative Agent, such successor Administrative Agent shall thereupon
succeed to and become vested with all the rights, powers, privileges and duties of the resigned Administrative
Agent, and the resigned Administrative Agent shall be discharged from its duties and obligations under this
Agreement. After any Administrative Agent’s resignation, the provisions of this Article IX shall
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continue to inure to its benefit as to any actions taken or omitted to be taken by it while it was Administrative
Agent under this Agreement.

ARTICLE X
 

EVIDENCE OF LOANS; TRANSFERS

Section 10.01 Evidence of Loans; Revolving Credit Notes.

The Borrower’s obligation to repay the Loans shall be evidenced by Revolving Credit Notes, one such
payable to the order of each Lender. The Revolving Credit Note of each Lender shall (i) be in the principal amount
of such Lender’s Commitment, (ii) be dated the Effective Date and (iii) be stated to mature on the Termination
Date and bear interest from its date until maturity on the principal balance (from time to time outstanding
thereunder) payable at the rates and in the manner provided herein. Each Lender is authorized to indicate upon the
grid attached to its Revolving Credit Note all Loans made by it pursuant to this Agreement, interest elections and
payments of principal and interest thereon. Such notations shall be presumptive, absent manifest error, as to the
aggregate unpaid principal amount of all Loans made by such Lender, and interest due thereon, but the failure by
any Lender to make such notations or the inaccuracy or incompleteness of any such notations shall not affect the
obligations of the Borrower hereunder or under the Revolving Credit Notes.

Section 10.02 Participations.

Any Lender may at any time grant to one or more financial institutions (each a “Participant”)
participating interests in its Commitment or any or all of its Loans. In the event of any such grant by a Lender of a
participating interest to a Participant, whether or not upon notice to the Borrower and the Administrative Agent,
such Lender shall remain responsible for the performance of its obligations hereunder, and, except to the extent
such participating interest has been granted pursuant to Section 4.02(e), the Borrower and the Administrative
Agent shall continue to deal solely and directly with such Lender in connection with such Lender’s rights and
obligations under this Agreement. Any agreement pursuant to which any Lender may grant such a participating
interest shall provide that such Lender shall retain the sole right and responsibility to enforce the obligations of the
Borrower hereunder including the right to approve any amendment, modification or waiver of any provision of this
Agreement; provided, that such participation agreement may provide that such Lender will not agree to any
modification, amendment or waiver of this Agreement described in clauses (i) through (vi), inclusive, of Section
11.06 without the consent of the Participant.

Section 10.03 Assignments.

(a)        Any Lender may at any time assign to one or more financial institutions (each an “Assignee”) all,
or a proportionate part of all, of its rights and obligations under this Agreement, and such Assignee shall assume
such rights and obligations, pursuant to an instrument, in substantially the form of Exhibit E (an “Assignment and
Acceptance”), executed by such Assignee and such transferring Lender, with (and subject to) the signed consent of
the Borrower and the Administrative Agent (which consents shall not be unreasonably withheld); provided, that
the foregoing consent requirement shall not be applicable in the case of an assignment or
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other transfer by any Lender to an affiliate of such Lender, to another Lender or to a Federal Reserve Bank
provided further, that any consent of the Borrower otherwise required under this Section shall not be required if an
Event of Default has occurred and is continuing. Upon execution and delivery of an Assignment and Acceptance
and payment by such Assignee to such transferring Lender of an amount equal to the purchase price agreed
between such transferring Lender and such Assignee and payment by the transferring Lender or the Assignee of an
assignment fee of $3,500 to the Administrative Agent, such Assignee shall be a Lender party to this Agreement
and shall have all the rights and obligations of a Lender with a Commitment as set forth in such Assignment and
Acceptance, and the transferring Lender shall be released from its obligations hereunder to a corresponding extent,
and no further consent or action by any party shall be required.

(b)        No Assignee of any transferring Lender’s rights shall be entitled to receive any greater payment
under Section 4.03 or 4.04 than such Lender would have been entitled to receive with respect to the rights
transferred, unless such transfer is made with the Borrower’s prior written consent or by reason of the provisions
of Section 4.04(c) requiring such transferring Lender to designate a different Applicable Lending Office under
certain circumstances or at a time when the circumstances giving rise to such payment did not exist.

Section 10.04 Certain Pledges.

Notwithstanding any other provision in this Agreement, any Lender may at any time create a security
interest in, or pledge, all or any portion of its rights under this Agreement and any Revolving Credit Note held by it
in favor of any Federal Reserve Bank in accordance with Federal Reserve Board Regulation A (or any successor
provision) or U.S. Treasury Regulation 31 C.F.R. § 203.14 (or any successor provision), and such Federal Reserve
Bank may enforce such pledge or security interest in any manner permitted under applicable law.

ARTICLE XI
 

MISCELLANEOUS

Section 11.01 APPLICABLE LAW.

THE RIGHTS AND DUTIES OF THE BORROWER, THE ADMINISTRATIVE AGENT AND
THE LENDERS UNDER THIS AGREEMENT SHALL, PURSUANT TO NEW YORK GENERAL
OBLIGATIONS LAW SECTION 5-1401, BE GOVERNED BY THE LAW OF THE STATE OF NEW
YORK.

Section 11.02 WAIVER OF JURY.

THE BORROWER, THE ADMINISTRATIVE AGENT AND THE LENDERS EACH HEREBY
WAIVES TRIAL BY JURY IN ANY JUDICIAL PROCEEDING INVOLVING, DIRECTLY OR
INDIRECTLY, ANY MATTER (WHETHER SOUNDING IN TORT, CONTRACT OR OTHERWISE) IN
ANY WAY ARISING OUT OF, RELATED TO, OR CONNECTED WITH THIS AGREEMENT, THE
REVOLVING CREDIT NOTES OR THE RELATIONSHIPS ESTABLISHED HEREUNDER.
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Section 11.03 Jurisdiction and Venue.

The Borrower, the Administrative Agent and the Lenders each hereby irrevocably submits to the non-
exclusive jurisdiction of any state or federal court in the Borough of Manhattan, The City of New York for the
purpose of any suit, action, proceeding or judgment relating to or arising out of any Credit Document. The
Borrower, the Administrative Agent and the Lenders each hereby irrevocably consents to the jurisdiction of any
such court in any such action and to the laying of venue in the Borough of Manhattan, The City of New York. The
Borrower, the Administrative Agent and the Lenders each hereby irrevocably waives, to the fullest extent
permitted by applicable law, any objection to the laying of the venue of any such suit, action or proceeding brought
in the aforesaid courts and hereby irrevocably waives any claim that any such suit, action or proceeding brought in
any such court has been brought in an inconvenient forum.

Section 11.04 Set-off.

The Borrower hereby authorizes each Lender (including each Lender in its capacity as a purchaser of a
participation interest pursuant to Section 4.02(e)) upon the occurrence of an Event of Default and at any time and
from time to time during the continuance thereof, to the fullest extent permitted by law, to set-off and apply any
and all deposits (whether general or special, time or demand, provisional or final and in whatever currency) at any
time held, and other indebtedness at any time owing, by such Lender to or for the credit or the account of the
Borrower against any of the Obligations of the Borrower, now or hereafter existing under any Credit Document,
held by such Lender, irrespective of whether such Lender shall have made any demand under this Agreement and
although such obligations may be unmatured. The rights of each Lender under this Section 11.04 are in addition to
other rights and remedies (including other rights of set-off) which such Lender may have. Any Lender exercising
its rights under this Section 11.04 shall give notice thereof to the Borrower and the Administrative Agent
concurrently with or prior to the exercise of such rights; provided that failure to give such notice shall not affect
the validity of such exercise.

Section 11.05 Confidentiality.

(a)        The Lenders and the Administrative Agent agree (on behalf of themselves and each of their
Affiliates, directors, officers, employees and representatives) to take normal and reasonable precautions and
exercise due care to maintain the confidentiality of all non-public information provided to them by the Borrower or
any Subsidiary or by the Administrative Agent on the Borrower’s or any Subsidiary’s behalf in connection with
this Agreement and neither the Administrative Agent, any Lender, nor any of their Affiliates, directors, officers,
employees and representatives shall use any such information for any purpose or in any manner other than
pursuant to the terms contemplated by this Agreement, except to the extent such information (a) was or becomes
generally available to the public other than as a result of a disclosure by the Administrative Agent or any Lender,
or (b) was or becomes available on a non-confidential basis from a source other than the Borrower, provided that
such source is not bound by a confidentiality agreement with the Borrower known to the Administrative Agent or
affected Lender(s); provided that nothing herein shall limit the disclosure of any such information (i) to the extent
required by statute, rule, regulation or judicial process; (ii) to counsel for any of the Lenders or the Administrative
Agent; (iii) to bank examiners, auditors or accountants; (iv) to the

 

49
 



 
Administrative Agent or any other Lender; (v) by the Administrative Agent or any Lender to an Affiliate thereof
who is bound by this Section 11.05; provided that any such information delivered to an Affiliate shall be for the
purposes related to the extension of credit represented by this Agreement and the administration and enforcement
thereof and for no other purpose; (vi) in connection with any litigation relating to enforcement of the Credit
Documents or (vii) to any assignee or participant (or prospective assignee or participant) so long as such assignee
or participant (or prospective assignee or participant) first executes and delivers to the respective Lender a
Confidentiality Agreement, in substantially the form of Exhibit F. Each Lender and the Administrative Agent
agree, unless specifically prohibited by applicable law or court order, to notify the Borrower of any request for
disclosure of any such non public information (x) by any Governmental Authority or representative thereof (other
than any such request in connection with an examination of your financial condition by such Governmental
Authority) or (y) pursuant to legal process.

(b)        This Agreement is intended to provide express authorization to each of the Lenders and their
Affiliates (and each employee, representative, or other agent of each Lender and its of Affiliates) to disclose to any
and all Persons, without limitation of any kind, the “tax treatment” and “tax structure” (in each case, within the
meaning of Treasury Regulation Section 1.6011-4) of the transactions contemplated hereby and all materials of any
kind (including opinions or other tax analyses) that are provided to the Lenders or any of them or any of their
Affiliates (and any such employees, representatives or other agents) relating to such tax treatment and structure;
provided, that, with respect to any document or similar item that in either case contains information concerning the
tax treatment or tax structure of the transactions contemplated hereby as well as other information, this
authorization shall only apply to such portions of the document or similar item that relate to the tax treatment or
tax structure of the transactions contemplated hereby.

Section 11.06 Integration; Amendments and Waivers.

(a)        This Agreement and any separate letter agreements with respect to fees payable by the Borrower
with respect to this Agreement constitute the entire agreement among the parties relating to the subject matter
hereof and supersede any and all previous agreements and understandings, oral or written, relating to the subject
matter hereof.

(b)        Any provision of this Agreement may be amended, modified, supplemented or waived, but only
by a written amendment or supplement, or written waiver, signed by the Borrower and either the Required Lenders
(and, if the rights or duties of the Administrative Agent are affected thereby, by the Administrative Agent), or the
Administrative Agent with the consent of the Required Lenders; provided , however, that no such amendment,
modification, or waiver shall, unless signed by all the Lenders, or by the Administrative Agent with the consent of
all the Lenders, (i) increase or decrease the Commitment of any Lender, except as contemplated by Section 2.03,
or subject any Lender to any additional obligation, (ii) reduce the principal of or rate of interest on any Loan or any
fees hereunder (other than the default rate set forth in Section 3.04 hereof), (iii) postpone any payment of principal
of or interest on any Loan or any fees hereunder, (iv) postpone any reduction or termination of any Commitment,
(v) change the percentage of, the Commitments or of the aggregate unpaid principal amount of Loans, or the
number of Lenders, which shall be required for the Lenders or any of them to take any action under this Section
11.06 or any other provision of this Agreement, or (vi) amend,
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modify, supplement or waive the provisions of this Section 11.06. Except to the extent expressly set forth therein,
any waiver shall be effective only in the specific instance and for the specific purpose for which such waiver is
given.

Section 11.07 Cumulative Rights; No Waiver.

Each and every right granted to the Administrative Agent and the Lenders hereunder or under any other
document delivered in connection herewith, or allowed them by law or equity, shall be cumulative and not
exclusive and may be exercised from time to time. No failure on the part of the Administrative Agent or any
Lender to exercise, and no delay in exercising, any right will operate as a waiver thereof, nor will any single or
partial exercise by the Administrative Agent or any Lender of any right preclude any other or future exercise
thereof or the exercise of any other right.

Section 11.08 Notices.

(a)        Any communication, demand or notice to be given hereunder will be duly given when delivered
in writing or by telecopy to a party at its address as indicated below or such other address as such party may
specify in a notice to each other party hereto. A communication, demand or notice given pursuant to this Section
11.08 shall be addressed:

If to the Borrower, at

Southwest Gas Corporation
5241 Spring Mountain Road
Las Vegas, Nevada 89150
Telecopy: (702) 364-3023
Attention: Treasury Services

If to the Administrative Agent, at

BNY Capital Markets, Inc.
Agency Function Administration

One Wall Street, 18th Floor
New York, New York 10286
Telecopy: (212) 635-6365
Telephone: (212) 635-4692
Attention: Sandra Morgan

With a copy to:

The Bank of New York
One Wall Street
New York, NY 10286
Telecopy: (212) 635-7923
Telephone: (212) 635-7834
Attention:          Ray Palmer

 
 

51
 



 
 

If to any Lender, at its address indicated on Schedule I hereto, or at such other address as may be
designated by such Lender in an Administrative Questionnaire or other appropriate writing, delivered to the
Administrative Agent and the Borrower.

This Section 11.08 shall not apply to notices referred to in Article II of this Agreement, except to the
extent set forth therein.

(b)        Unless otherwise provided to the contrary herein, any notice which is required to be given in
writing pursuant to the terms of this Agreement may be given by telecopy.

Section 11.09 Separability.

In case any one or more of the provisions contained in any Credit Document shall be invalid, illegal or
unenforceable in any respect under any law, the validity, legality and enforceability of the remaining provisions
contained herein or in any other Credit Document shall not in any way be affected or impaired thereby.

Section 11.10 Parties in Interest.

This Agreement shall be binding upon and inure to the benefit of the Borrower and the Lenders and their
respective successors and assigns, except that the Borrower may not assign any of its rights hereunder without the
prior written consent of all of the Lenders, and any purported assignment by the Borrower without such consent
shall be void.

Section 11.11 Execution in Counterparts.

This Agreement may be executed in any number of counterparts and by the different parties hereto on
separate counterparts, each of which when so executed and delivered shall be an original, but all the counterparts,
including counterparts delivered by facsimile, shall together constitute one and the same instrument.

Section 11.12 USA Patriot Act Notice.

Each Lender hereby notifies the Borrower that pursuant to the requirements of the USA Patriot Act (Title
III of Pub. L. 107-56 (signed into law October 26, 2001)) (the “Act”), it is required to obtain, verify and record
information that identifies the Borrower, which information includes the name and address of the Borrower and
other information that will allow such Lender to identify the Borrower in accordance with the Act.

[THE REMAINDER OF THIS PAGE INTENTIONALLY LEFT BLANK]
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IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be duly executed as of the
date first above written.

SOUTHWEST GAS CORPORATION

By:     /S/KENNETH J. KENNY     

Name: Kenneth J. Kenny
Title: Treasurer

 



 
 

SOUTHWEST GAS CORPORATION

REVOLVING CREDIT AGREEMENT

THE BANK OF NEW YORK, as a Lender and as
Administrative Agent

By:     /S/RAYMOND J. PALMER     

Name: Raymond J. Palmer
Title: Vice President

                

 



 
 

SOUTHWEST GAS CORPORATION

REVOLVING CREDIT AGREEMENT

BANK OF AMERICA, N.A., as a Lender and as Syndication
Agent

By:     /S/PETER J. VITALE     

Name: Peter J. Vitale
Title: Senior Vice President

                

 



 
 

SOUTHWEST GAS CORPORATION

REVOLVING CREDIT AGREEMENT

JPMORGAN CHASE BANK, N.A., as a Lender and as Co-
Documentation Agent

By:     /S/ROBERT W. TRABAND     

Name: Robert W. Traband
Title: Vice President

                

 



 
 

SOUTHWEST GAS CORPORATION

REVOLVING CREDIT AGREEMENT

UNION BANK OF CALIFORNIA, N.A., as a Lender and as
Co-Documentation Agent

By:     /S/KEVIN M. ZITAR     

Name: Kevin M. Zitar
Title: Vice President

 



 
 

SOUTHWEST GAS CORPORATION

REVOLVING CREDIT AGREEMENT

KEYBANK NATIONAL ASSOCIATION, as a Lender and as
Co-Documentation Agent

By:     /S/KEVEN D. SMITH     

Name: Keven D. Smith
Title: Vice President

                

 



 
 

SOUTHWEST GAS CORPORATION

REVOLVING CREDIT AGREEMENT

KBC BANK, N.V.

By:     /S/JEAN-PIERRE DIELS     

Name: Jean-Pierre Diels
Title: First Vice President

                

By:     /S/ERIC RASKIN     

Name: Eric Raskin
Title: Vice President

                

 



 
 

SOUTHWEST GAS CORPORATION

REVOLVING CREDIT AGREEMENT

MELLON BANK, N.A.

By:     /S/MARK W. ROGERS     

Name: Mark W. Rogers
Title: Vice President

                

 



 
 

SOUTHWEST GAS CORPORATION

REVOLVING CREDIT AGREEMENT

U. S. BANK NATIONAL ASSOCIATION

By:     /S/DALE PARSHALL     

Name: Dale Parshall
Title: Vice President

                

 



 
 

Schedule I

Lenders and Commitments

Lender

Commitment
as of

the Effective
Date

Address for
Notices

The Bank of New York $52,000,000 The Bank of New York
One Wall Street
New York, New York 10286
Attention: Ray Palmer

Bank of America, N.A. $52,000,000 Bank of America, N.A.

300 S. 4th Street, 2nd Floor
Las Vegas, Nevada 89101
Attention: Alan Gordon

Relationship Manager

JPMorgan Chase Bank, N.A. $42,000,000 JPMorgan Chase Bank, N.A.
1 Bank One Plaza
Suite IL 1-0634
Chicago, Illinois 60670
Attention: Kenneth Fecko

Client Service Associate

Union Bank of California, N.A. $42,000,000 Union Bank of California, N.A.
601 Potrero Grande Dr.
Monterey Park, California 91754
Attention: Gohar Karapetyan

Ruby Gonzales
Commercial Loan
Operations

KeyBank National Association $42,000,000 KeyBank National Association

601-108th Avenue, N.E.
Bellevue, Washington 98004
Attention: Keven Smith

KBC Bank, N.V. $30,000,000 KBC Bank, N.V.

125 West 55th Street, 10th Floor
New York, New York 10019
Attention: Rose Pagan

 
 
 



 
 
 

U.S. Bank National Association $25,000,000 U.S. Bank National Association
555 S.W. Oak Street, PL-4
Portland, Oregon 97204
Attention: Scott J. Bell

Vice President and
Relationship Manager
Commercial Loan
Servicing Department

Mellon Bank, N.A. $15,000,000 Mellon Bank, N.A.
525 William Penn Place,
Room 1203
Pittsburgh, Pennsylvania 15259
Attention: Barbara Gago
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Schedule II

FORM OF SCHEDULE II CERTIFICATE

Reference is hereby made to the Revolving Credit Agreement, dated as of April 6, 2005, among
Southwest Gas Corporation (the “Borrower”), the lenders from time to time parties thereto (collectively, the
“Lenders” individually, a “Lender”), The Bank of New York, as Administrative Agent for the Lenders thereunder,
Bank of America, N.A., as Syndication Agent and JPMorgan Chase Bank, N.A., Union Bank of California, N.A.
and KeyBank National Association, as Co-Documentation Agents (as amended, supplemented or otherwise
modified from time to time, the “Credit Agreement”). Pursuant to the provisions of Section 4.04 of the Credit
Agreement, the undersigned hereby certifies that:

1.          it is the sole record and beneficial owner of the loans or the obligations evidenced by the Revolving Credit
Note(s) in respect of which it is providing this certificate.

2.          it is not a bank (as such term is used in Section 881(c)(3)(A) of the Internal Revenue Code of 1986, as
amended (the “Code”)). In this regard, the undersigned further represents and warrants that:

1. (a)           it is not subject to regulatory or other legal requirements as a bank in any jurisdiction;
and

2. (b)           it has not been treated as a bank for purposes of any tax, securities law or other filing or
submission made to any Governmental Authority, any application made to a rating agency or
qualification for any exemption from tax, securities law or other legal requirements;

3.          it is not a “10-percent shareholder” of the Borrower (as such term is used in Section 881(c)(3)(B)
of the Code);

4.          it is not a controlled foreign corporation related to the Borrower within the meaning of
Section 864(d)(4) of the Code; and

5.          it is not a “bank” as such term is used in Section 881(c)(3)(A) of the Internal Revenue Code of
1986, as amended. Attached hereto are two accurate and complete original signed copies of Internal Revenue
Service Form W-8BEN (or successor form).

[NAME OF LENDER]

By:_____________________________

 

 

Name:_____________________________
 

Title:_____________________________ 
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Exhibit A

Form of Borrowing Request For Loans

[Date]

Attention:___________________

Borrowing Request for Loans

Ladies and Gentlemen:

Reference is made to the Revolving Credit Agreement, dated as of April 6, 2005 (as amended, modified
or supplemented from time to time, the “Credit Agreement”), among Southwest Gas Corporation (the
“Borrower”), the Lenders from time to time parties thereto and The Bank of New York as Administrative Agent.
Capitalized terms used herein and not otherwise defined herein shall have the meanings ascribed to such terms in
the Credit Agreement.

The Borrower hereby gives you notice, pursuant to Section 2.02 of the Credit Agreement, that it requests
Loans, and in that connection sets forth below the terms on which such Loans are requested to be made:

(A) Borrowing Date1 [_________________]  

(B) Aggregate Principal Amount2 $_________________  

(C) Interest Rate Basis [ABR] [Eurodollar] Loan

(D) Interest Period and the  

 last day thereof3 [_________________]  

Very truly yours,

SOUTHWEST GAS CORPORATION

By:_____________________________
Title:

_________________________

1 Must be a Business Day.

2               Must be an amount not less than $5,000,000, or an integral multiple of $1,000,000 in excess thereof, in
the case of Eurodollar Loans, or at least $1,000,000 or an integral multiple of $100,000 in excess thereof in the
case of an ABR Loans.

3               In the case of Eurodollar Loans, one week, one, two, three or six-month periods, or, if made available by
all Lenders, periods of seven to thirty-one days or twelve months. Not applicable to ABR Loans.

 



 
 

Exhibit B

Form of Continuation/Conversion Request

[Date]

Attention:____________________

Continuation/Conversion Request

Ladies and Gentlemen:

Reference is made to the Revolving Credit Agreement, dated as of April 6, 2005 (as amended, modified
or supplemented from time to time, the “Credit Agreement”), among Southwest Gas Corporation (the
“Borrower”), the Lenders from time to time parties thereto and The Bank of New York, as Administrative Agent.
Capitalized terms used herein but not otherwise defined herein shall have the meanings ascribed to such terms in
the Credit Agreement.

The Borrower hereby requests, pursuant to Section 3.05(a) of the Credit Agreement, that on __________,
200_:

(1)        $__,000,000 of the presently outstanding principal amount of Loans originally made on
___________ 200_ [and $__________ of the presently outstanding principal amount of the Loans
originally made on ___________ 200_],

(2) presently being maintained as [ABR] [Eurodollar] Loans,

(3)        be [converted into] [continued as], [Eurodollar Loans having an Interest Period of [one
week] [__ days] [one] [two] [three] [six] [twelve] months].

Very truly yours,

SOUTHWEST GAS CORPORATION

By:_____________________________
Title:

 
 



 
 

Exhibit C

Form of Revolving Credit Note

PROMISSORY NOTE

[Principal Amount] [Date]

SOUTHWEST GAS CORPORATION, a California corporation (the “Borrower”), for value received,
promises to pay to the order of [LENDER] (the “Lender”), on the Termination Date (as defined in the Credit
Agreement referred to below), the principal sum of [PRINCIPAL AMOUNT IN DOLLARS] or, if less, the
aggregate principal amount of the Loans made by the Lender to the Borrower pursuant to that certain Revolving
Credit Agreement, dated as of April 6, 2005 (as amended, modified or supplemented from time to time, the “Credit
Agreement”), among the Borrower, the Lenders from time to time parties thereto and The Bank of New York, as
Administrative Agent.

The Borrower also promises to pay interest on the unpaid principal amount hereof from time to time
outstanding, from the date hereof until the date of repayment, at the rate or rates per annum and on the date or
dates specified in the Credit Agreement.

Payments of both principal and interest are to be made in lawful money of the United States of America
in funds immediately available to the Lender at its office or offices designated in accordance with the Credit
Agreement.

All parties hereto, whether as makers, endorsers, or otherwise, severally waive diligence, presentment,
demand, protest and notice of any kind whatsoever. The failure or forbearance by the holder to exercise any of its
rights hereunder in any particular instance shall in no event constitute a waiver thereof.

All borrowings evidenced by this Note and all payments and prepayments of the principal hereof and
interest hereon and the respective dates thereof shall be endorsed by the holder of this Note on the schedule
attached hereto and made a part hereof, or on a continuation thereof which shall be attached hereto and made a part
hereof, provided, however, that any failure of the holder of this Note to make such a notation or any error in such
notation shall in no manner affect the validity or enforceability of the obligation of the Borrower to make payments
of principal and interest in accordance with the terms of this Note and the Credit Agreement.

This Note is one of the Revolving Credit Notes referred to in the Credit Agreement, which, among other
things, contains provisions for the acceleration of the maturity hereof upon the happening of certain events, for
optional prepayment of the principal hereof prior to the maturity thereof and for the amendment or waiver of
certain provisions of the Credit Agreement and/or this Note, all upon the terms and conditions therein specified.
Capitalized terms used and not otherwise defined herein have the meanings ascribed thereto in the Credit
Agreement.
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THIS NOTE HAS BEEN DELIVERED IN NEW YORK, NEW YORK AND SHALL, PURSUANT TO
NEW YORK GENERAL OBLIGATIONS LAW SECTION 5-1401 BE GOVERNED BY THE LAW OF
THE STATE OF NEW YORK.

 
 

This Note is not negotiable and interests herein may be assigned only upon the terms and conditions
specified in the Credit Agreement.

SOUTHWEST GAS CORPORATION

By:_____________________________
Title:
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LOANS AND PRINCIPAL PAYMENTS

 Amount of Revolving
Credit Loans Made

 Amount of Principal
Repaid

 Amount of Unpaid
Principal Balance

  

Date ABR
Loan

Euro
dollar
Loan

Interest 
Period (if

applicable)

ABR
Loan

Euro
dollar
Loan

 ABR
Loan

Euro
dollar
Loan

Total Notation
Made By

           
           
           
           
           
           
           
           
           
           
           
           
           
           

 
 



 
 

 
Exhibit D

Form of Opinion of
Counsel for the Borrower

 
 



 
 

Exhibit E

Form of Assignment and Acceptance

ASSIGNMENT AND ACCEPTANCE

Reference is made to the Revolving Credit Agreement, dated as of April 6, 2005 (as amended, modified
or supplemented from time to time, the “Credit Agreement”), among Southwest Gas Corporation (the
“Borrower”), the Lenders from time to time parties thereto and The Bank of New York, as Administrative Agent.
Capitalized terms defined in the Credit Agreement are used herein with the same meanings.

Section 1. Assignment and Acceptance. The Assignor identified in Annex I hereto (the “Assignor”)
hereby sells and assigns, without recourse, to the Assignee identified in Annex I hereto (the “Assignee”), and the
Assignee hereby purchases and assumes, without recourse, from the Assignor, effective as of the Transfer Effective
Date set forth in Annex I hereto, the interests set forth on Annex 1 hereto (the “Assigned Interest”) in the
Assignor’s rights and obligations under the Credit Agreement, including, without limitation, the interests set forth
on Annex I in the Commitment of the Assignor on the Transfer Effective Date and Loans owing to the Assignor
which are outstanding on the Transfer Effective Date. Each of the Assignor and the Assignee hereby makes and
agrees to be bound by all the representations, warranties and agreements set forth in Section 9.05 of the Credit
Agreement, a copy of which has been received by the Assignee. From and after the Transfer Effective Date (i) the
Assignee shall be a party to and be bound by the provisions of the Credit Agreement and, to the extent of the
interests assigned by this Assignment and Acceptance, have the rights and obligations of a Lender thereunder and
(ii) the Assignor shall, to the extent of the interests assigned by this Assignment and Acceptance, relinquish its
rights and be released from its obligations under the Credit Agreement.

Section 2. Other Documentation. This Assignment and Acceptance is being delivered to the
Administrative Agent together with a properly completed Administrative Questionnaire, attached as Annex 2
hereto, if the Assignee is not already a Lender under the Credit Agreement.

Section 3. Representations and Warranties of the Assignor. The Assignor (i) represents and warrants that,
as of the date hereof, it is the legal and beneficial owner of the interest being assigned by it hereunder and that such
interest is held by it free and clear of any adverse claim; (ii) makes no representation or warranty and assumes no
responsibility with respect to any statements, warranties or representations made in or in connection with the
Credit Agreement, or the execution, legality, validity, enforceability, genuineness, sufficiency or value of the
Credit Agreement, or any other instrument or document executed or furnished pursuant thereto; and (iii) makes no
representation or warranty and assumes no responsibility with respect to the financial condition of the Borrower or
the performance or observance by the Borrower of any of its obligations under the Credit Agreement or any other
instrument or document furnished pursuant thereto.

Section 4. Representations and Warranties of the Assignee. The Assignee (a) confirms that it has received
a copy of the Credit Agreement, together with copies of the financial

 



 
statements delivered on or before the date hereof pursuant to Sections 5.01(k) and 7.01(a) thereof and such other
documents and information as it has deemed appropriate to make its own credit analysis and decision to enter into
this Assignment and Acceptance; (b) agrees that it will, independently and without reliance upon the
Administrative Agent, the Assignor or any other Lender and based on such documents and information as it shall
deem appropriate at the time, continue to make its own credit decisions in taking or not taking any action under the
Credit Documents; (c) appoints and authorizes the Administrative Agent to take such action as agent on its behalf
and to exercise such powers under the Credit Documents as are delegated to the Administrative Agent by the terms
thereof, together with such powers as are reasonably incidental thereto; (d) agrees that it will perform in
accordance with their terms all of the obligations which by the terms of the Credit Documents are required to be
performed by it as a Lender; and (e) if the Assignee is organized under the laws of a jurisdiction outside the United
States, confirms to the Borrower (and is providing to the Administrative Agent and the Borrower the forms
required pursuant to Section 4.04(b) of the Credit Agreement) that (i) the Assignee is entitled to benefits under an
income tax treaty to which the United States is a party that reduces the rate of withholding tax on payments under
the Credit Agreement or (ii) that the income receivable pursuant to the Credit Agreement is effectively connected
with the conduct of a trade or business in the United States.

Section 5. GOVERNING LAW. THE RIGHTS AND DUTIES OF THE PARTIES UNDER THIS
ASSIGNMENT AND ACCEPTANCE SHALL, PURSUANT TO NEW YORK GENERAL OBLIGATIONS
LAW SECTION 5-1401, BE GOVERNED BY THE LAW OF THE STATE OF NEW YORK.

IN WITNESS WHEREOF, the parties hereto have caused this Assignment and Acceptance to be
executed by their respective officers thereunto duly authorized, as of the date first above written, such execution
being made on Annex I hereto.
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Annex 1 to Assignment and Acceptance

Date of
Assignment:__________________________________________________________________________

 

Legal Name of
Assignor:____________________________________________________________________________

 

Legal Name of
Assignee:____________________________________________________________________________

 

Assignee’s Address for Notices:__________________________________________________________
__________________________________________________________   

 
Transfer Effective Date of Assignment
(may not be fewer than two Business
Days after the Date of Assignment):________________________________________________________

________________________________________________________     
                                                                            

 

Principal Amount Assigned

Percentage Assigned of
Commitment (set forth, to at least
8 decimals, as a percentage of the
Total Commitment)

Commitment Assigned: $ %

Revolving Credit Loans $  

 
The terms set forth above are
hereby agreed to:

 
 

Consent given:

 

______________________, as Assignor SOUTHWEST GAS CORPORATION

By:___________________________ 
Name:
Title:

By:___________________________ 
Name:
Title:

______________________, as Assignee  

By:___________________________ 
Name:
Title:

 

 



 
 

Annex 2 to Assignment and Acceptance

LEGAL NAME OF ASSIGNEE TO APPEAR IN DOCUMENTATION:

________________________________________________________________________

GENERAL INFORMATION

ABR LENDING OFFICE:

Institution Name:_________________________________________________________

Street Address:___________________________________________________________

City, State, Country, Zip Code:______________________________________________

EURODOLLAR LENDING OFFICE:

Institution Name:_________________________________________________________

Street Address:___________________________________________________________

City, State, Country, Zip Code:______________________________________________

CONTACTS/NOTIFICATION METHODS CREDIT CONTACTS:

Primary Contact:_________________________________________________________

Street Address:___________________________________________________________

City, State, Country, Zip Code: _____________________________________________

Phone Number:___________________________________________________________

FAX Number:____________________________________________________________

Backup Contact:__________________________________________________________

Street Address: ___________________________________________________________

City, State, Country, Zip Code:______________________________________________

Phone Number: __________________________________________________________

FAX Number: ___________________________________________________________

E-Mail Address: __________________________________________________________

 
 



 
 

 

ADMINISTRATIVE CONTACTS -- BORROWINGS, PAYDOWNS, INTEREST, FEES, ETC.

Contact:_________________________________________________________________

Street Address:___________________________________________________________

City, State, Country, Zip Code: ______________________________________________

Phone Number:___________________________________________________________

FAX Number:____________________________________________________________

PAYMENT INSTRUCTIONS

Name of bank where funds are to be transferred:_________________________________

Routing Transit/ABA number of bank where funds are to be
transferred:______________________________________________________________

Name of Account, if applicable:______________________________________________

Account Number:_________________________________________________________

Additional Information:____________________________________________________

_______________________________________________________________________

TAX WITHHOLDING

 
Non Resident Alien _______  Y* _____ N
* Form 4224 Enclosed

Tax ID Number____________
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MAILINGS

Please specify who should receive financial information:

Name:__________________________________________________________________

Street Address:___________________________________________________________

City, State, Country, Zip Code:______________________________________________
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Exhibit F

Form of Confidentiality Agreement

[Date]

[Insert Name and
Address of Prospective
Participant or Assignee]

Re: Revolving Credit Agreement, dated as of April 6, 2005,
among Southwest Gas Corporation, the Lenders from time
to time parties thereto and The Bank of New York,
as Administrative Agent

Dear _____________:

As a Lender party to the above-referenced credit agreement (the “Credit Agreement”), we have agreed
with Southwest Gas Corporation (the “Borrower”), pursuant to Section 11.05 of the Credit Agreement, to use our
best efforts to keep confidential, except as otherwise provided therein, all Confidential Information (as defined in
the Credit Agreement) regarding the Borrower and its Subsidiaries.

As provided in such Section 11.05, we are permitted to provide you, as a prospective participant or
assignee, with certain of such Confidential Information subject to the execution and delivery by you, prior to
receiving such non-public information, of a Confidentiality Agreement in this form. Such information will not be
made available to you until your execution and return to us of this Confidentiality Agreement.

Accordingly, in consideration of the foregoing, you agree (on behalf of yourself and each of your
affiliates, directors, officers, employees and representatives) that (A) such information will not be used by you
except in connection with a proposed [participation] [assignment] to you pursuant to the Credit Agreement and (B)
you shall take normal and reasonable precautions and exercise due care to maintain the confidentiality of all
Confidential Information provided to you; provided that nothing herein shall limit the disclosure of any such
information (i) to the extent required by statute, rule, regulation or judicial process, (ii) to your counsel or to
counsel for any of the Lenders or the Administrative Agent, (iii) to bank examiners, auditors or accountants, (iv) to
the Administrative Agent or any other Lender, and (v) in connection with any litigation relating to enforcement of
the Credit Documents; provided further, that, unless specifically prohibited by applicable law or court order, you
agree, prior to disclosure thereof, to notify the Borrower of any request for disclosure of any such non-public
information (x) by any Governmental Authority or representative thereof (other than any such request in
connection with an examination of your financial condition by such Governmental Authority) or (y) pursuant to
legal process.

 

 



 
 
Please indicate your agreement to the foregoing by signing at the place provided below the enclosed copy of this
Confidentiality Agreement.

Very truly yours,

[Insert Name of Lender]

By:___________________________

Name:
Title:

 
Agreed as of the date of this letter.

[Insert name of prospective
participant or assignee]

By:___________________________
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Exhibit G

Form of Increase Request

[Date]

The Bank of New York
Agency Function Administration

One Wall Street - 18th Floor
New York, NY 10286

Attention: Sandra Morgan

Increase Request for Revolving Credit Loans

Ladies and Gentlemen:

Reference is made to the Revolving Credit Agreement, dated as of April 6, 2005 (as amended, modified
or supplemented from time to time, the “Credit Agreement”), among Southwest Gas Corporation (the
“Borrower”), the Lenders from time to time parties thereto and The Bank of New York, as Administrative Agent.
Capitalized terms used herein and not otherwise defined herein shall have the meanings ascribed to such terms in
the Credit Agreement.

The Borrower hereby gives you notice, pursuant to Section 2.03(c) of the Credit Agreement, that it
requests an increase in the Commitments, and in that connection sets forth below (A) the Lender(s) and the amount
of the proposed increase of the Commitment of such Lender(s) and (B) the proposed New Lender(s) and the
proposed amount of the Commitment of such New Lender(s):

(A) Lender Increase in Commitment

(B) New Lender New Commitment

 
Very truly yours,

SOUTHWEST GAS CORPORATION

By: _____________________________
Title:

 
 
 
 
 



 

 
FIRST AMENDMENT TO FINANCING AGREEMENT

 
dated as of July 1, 2005

 

By and Between

CLARK COUNTY, NEVADA

and

SOUTHWEST GAS CORPORATION

relating to

CLARK COUNTY, NEVADA
INDUSTRIAL DEVELOPMENT REVENUE BONDS

(SOUTHWEST GAS CORPORATION PROJECT)
SERIES 2003A, SERIES 2003B, SERIES 2003C, SERIES 2003D AND SERIES 2003E

 
 

 

 

 
 

FIRST AMENDMENT TO FINANCING AGREEMENT

This FIRST AMENDMENT TO FINANCING AGREEMENT dated as of July 1, 2005 (this
“Amendment to Financing Agreement”), by and between CLARK COUNTY, NEVADA, a political subdivision of
the State of Nevada, party of the first part (hereinafter sometimes referred to as the “Issuer”), and SOUTHWEST
GAS CORPORATION, a California corporation, party of the second part (hereinafter sometimes referred to as the
“Borrower”),

RECITALS

A.        The parties hereto previously entered into that certain Financing Agreement, dated as of March 1,
2003 (the “Original Financing Agreement” and, together with this Amendment to Financing Agreement, the
“Financing Agreement”), relating to $50,000,000 principal amount of Clark County, Nevada Industrial
Development Revenue Bonds (Southwest Gas Corporation Project) Series 2003A (the “Series 2003A Bonds”),
$50,000,000 principal amount of Clark County, Nevada Industrial Development Revenue Bonds (Southwest Gas
Corporation Project) Series 2003B (the “Series 2003B Bonds”), $30,000,000 principal amount of Clark County,
Nevada Industrial Development Revenue Bonds (Southwest Gas Corporation Project) Series 2003C, $20,000,000
principal amount of Clark County, Nevada Industrial Development Revenue Bonds (Southwest Gas Corporation
Project) Series 2003D (the “Series 2003D Bonds”) and $15,000,000 principal amount of Clark County, Nevada
Industrial Development Revenue Bonds (Southwest Gas Corporation Project) Series 2003E (collectively, the
“Bonds”).

B.        Pursuant to Section 9.6 of the Original Financing Agreement and Article XII of that certain
Indenture of Trust, dated as of March 1, 2003 (the “Indenture”), by and between BNY Midwest Trust Company, as
trustee (the “Trustee”), and the Issuer, the Original Financing Agreement may be amended by the Issuer and the
Borrower, with the consent of the Trustee, any Bond Insurer, any Liquidity Provider, and any Bank, but without the
consent of or notice to any of the Bondholders, for the purpose of curing any ambiguity or formal defect or
omission.

C.        On and after July 1, 2005 (the “Effective Date”), there will be no “Liquidity Provider” or “Bank”
relating to the Series 2003B Bonds.

D.        On the Effective Date, there will be delivered to the Trustee a Financial Guaranty Insurance Policy
issued by Ambac Assurance Corporation (“Ambac”) securing the payment of principal of the Series 2003B Bonds
on the stated maturity date thereof and the payment of interest on the Series 2003B Bonds on each Interest
Payment Date therefor, delivered pursuant to and meeting the requirements of Section 5.16 of the Original
Financing Agreement, and on and after the Effective Date, Ambac will become a “Bond Insurer” in respect of the
Series 2003B Bonds.



E.        On the Effective Date, Ambac and Financial Guaranty Insurance Company, as insurer of the Series
2003D Bonds, will be the only “Bond Insurers” in respect of any Bonds; Bank of America, N.A., as successor-by-
merger to Fleet National Bank, as provider of a letter of credit supporting payment of the Series 2003A Bonds, will
be the only “Bank” in respect of any Bonds and there will be no “Liquidity Provider” in respect of any Bonds.

 
 

 
 

F.        Ambac has requested that the Issuer and the Borrower enter into this Amendment to Financing
Agreement solely for the purpose of curing any ambiguity with respect to and clarifying the original intended
meaning of Section 6.1(g) of the Original Financing Agreement.

G.        By their signatures attached hereto, each of the Issuer, the Trustee and each “Bond Insurer” and
“Bank” consents in writing to the execution and delivery of this Amendment to Financing Agreement.

NOW, THEREFORE, the Issuer and the Borrower certify and agree as follows:

SECTION 1.1    Definitions. Capitalized terms used herein shall have the meanings ascribed thereto in
the Indenture unless otherwise expressly provided or unless the context otherwise requires. The singular shall
include the plural and the masculine shall include the feminine and neuter shall include the masculine or feminine.

SECTION 1.2    Confirmation of Recitals.

(a)        The Borrower hereby confirms that each of the foregoing RECITALS is true.

(b)        The Issuer hereby confirms that RECITALS A. and B. are true.

SECTION 1.3   Amendment of Section 6.1(g). For the purpose of curing any ambiguity with respect to
and clarifying the original intended meaning of Section 6.1(g) of the Original Financing Agreement, Section 6.1(g)
of the Original Financing Agreement is hereby amended and restated in its entirety as follows:

“(g)       Receipt by the Trustee from the Bond Insurer, Bank or Liquidity Provider of notice of the
occurrence of an ‘event of default’ relating to the Bond Insurance or under the insurance
agreement entered into between the Borrower and the Bond Insurer or under the Reimbursement
Agreement or Liquidity Facility with respect to such series of Bonds.”

SECTION 1.4   Confirmation of Financing Agreement. Except as amended hereby, the Original
Financing Agreement shall remain in full force and effect and is hereby ratified and confirmed in all respects.

SECTION 1.5    Counterparts. This First Amendment to Financing Agreement may be executed in any
number of counterparts, each of which, when so executed and delivered, shall be an original; but such counterparts
shall together constitute but one and the same instrument.

SECTION 1.6   Effective Date. This First Amendment to Financing Agreement shall become effective on
July 1, 2005.
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IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be duly executed as
of the date first above written.

CLARK COUNTY, NEVADA
  
  
  
By: /s/ George W. Stevens
 George W. Stevens
 Chief Financial Officer
  
  
  
SOUTHWEST GAS CORPORATION
  
  
  
By: /s/ George C. Biehl
 George C. Biehl
 Executive Vice President/
 CFO/Corporate Secretary

 



 
 
 
 

[Signatures continue on following page]
 

 
 

 
 

Acknowledged and Consented to by:
  
AMBAC ASSURANCE CORPORATION
  
  
  
  
By: /s/ Stephen M. Ksenak

Authorized Officer
  
  
  
  
Acknowledged and Consented to by:
  
BANK OF AMERICA, N.A.
(as successor-by-merger to Fleet National Bank)
  
  
  
  
By: /s/ Peter J. Vitale

Authorized Officer
  
  
  
  
Acknowledged and Consented to by:
  
FINANCIAL GUARANTY INSURANCE
COMPANY
  
  
  
  
By: /s/ Donna Troia

Authorized Officer
 
 
 
 
 



EXHIBIT 12.1

SOUTHWEST GAS CORPORATION
COMPUTATION OF RATIOS OF EARNINGS TO FIXED CHARGES

(Thousands of dollars)

For the Twelve Months Ended

June 30,
December 31,

2005 2004 2003 2002 2001 2000

1. Fixed charges:               
   A) Interest expense   $ 86,544 $ 84,138 $ 78,724 $ 79,586 $ 80,139 $ 70,659 
   B) Amortization    3,491  3,059  2,752  2,278  1,886  1,564 
   C) Interest portion of rentals    6,396  6,779  6,665  8,846  9,346  8,572 
   D) Preferred securities distributions    --  --  4,015  5,475  5,475  5,475 

      Total fixed charges   $ 96,431 $ 93,976 $ 92,156 $ 96,185 $ 96,846 $ 86,270 

2. Earnings (as defined):   
   E) Pretax income from   
      continuing operations   $ 82,785 $ 87,012 $ 55,384 $ 65,382 $ 56,741 $ 51,939 
   Fixed Charges (1. above)    96,431  93,976  92,156  96,185  96,846  86,270 

      Total earnings as defined   $179,216 $180,988 $147,540 $161,567 $153,587 $138,209 

    1.86  1.93  1.60  1.68  1.59  1.60 



Exhibit 31.1
Certification on Form 10-Q

 
I, Jeffrey W. Shaw, certify that:
 
1. I have reviewed this quarterly report on Form 10-Q of Southwest Gas Corporation;
 
2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to

state a material fact necessary to make the statements made, in light of the circumstances under which such
statements were made, not misleading with respect to the period covered by this report;

 
3. Based on my knowledge, the financial statements, and other financial information included in this report,

fairly present in all material respects the financial condition, results of operations and cash flows of the
registrant as of, and for, the periods presented in this report;

 
4. The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure

controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control
over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and
have:

 
(a) designed such disclosure controls and procedures, or caused such disclosure controls and

procedures to be designed under our supervision, to ensure that material information relating to
the registrant, including its consolidated subsidiaries, is made known to us by others within those
entities, particularly during the period in which this report is being prepared;

 
(b) designed such internal control over financial reporting, or caused such internal control over

financial reporting to be designed under our supervision, to provide reasonable assurance
regarding the reliability of financial reporting and the preparation of financial statements for
external purposes in accordance with generally accepted accounting principles;

 
(c) evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in

this report our conclusions about the effectiveness of the disclosure controls and procedures, as
of the end of the period covered by this report based on such evaluation; and

 
(d) disclosed in this report any change in the registrant's internal control over financial reporting that

occurred during the registrant's most recent fiscal quarter (the registrant's fourth fiscal quarter in
the case of an annual report) that has materially affected, or is reasonably likely to materially
affect, the registrant's internal control over financial reporting; and

 
5. The registrant's other certifying officer and I have disclosed, based on our most recent evaluation of

internal control over financial reporting, to the registrant's auditors and the audit committee of the
registrant's board of directors (or persons performing the equivalent functions):

 
(a) all significant deficiencies and material weaknesses in the design or operation of internal control

over financial reporting which are reasonably likely to adversely affect the registrant's ability to
record, process, summarize and report financial information; and

 
(b) any fraud, whether or not material, that involves management or other employees who have a

significant role in the registrant's internal control over financial reporting.
 
Date: August 9, 2005
 

/s/ JEFFREY W. SHAW
Jeffrey W. Shaw
Chief Executive Officer
Southwest Gas Corporation

 
 

 
 

Certification on Form 10-Q
 

I, George C. Biehl, certify that:
 
1. I have reviewed this quarterly report on Form 10-Q of Southwest Gas Corporation;
 
2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to

state a material fact necessary to make the statements made, in light of the circumstances under which such
statements were made, not misleading with respect to the period covered by this report;

 
3. Based on my knowledge, the financial statements, and other financial information included in this report,

fairly present in all material respects the financial condition, results of operations and cash flows of the
registrant as of, and for, the periods presented in this report;

 
4. The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure



controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control
over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and
have:

 
(a) designed such disclosure controls and procedures, or caused such disclosure controls and

procedures to be designed under our supervision, to ensure that material information relating to
the registrant, including its consolidated subsidiaries, is made known to us by others within those
entities, particularly during the period in which this report is being prepared;

 
(b) designed such internal control over financial reporting, or caused such internal control over

financial reporting to be designed under our supervision, to provide reasonable assurance
regarding the reliability of financial reporting and the preparation of financial statements for
external purposes in accordance with generally accepted accounting principles;

 
(c) evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in

this report our conclusions about the effectiveness of the disclosure controls and procedures, as
of the end of the period covered by this report based on such evaluation; and

 
(d) disclosed in this report any change in the registrant's internal control over financial reporting that

occurred during the registrant's most recent fiscal quarter (the registrant's fourth fiscal quarter in
the case of an annual report) that has materially affected, or is reasonably likely to materially
affect, the registrant's internal control over financial reporting; and

 
5. The registrant's other certifying officer and I have disclosed, based on our most recent evaluation of

internal control over financial reporting, to the registrant's auditors and the audit committee of the
registrant's board of directors (or persons performing the equivalent functions):

 
(a) all significant deficiencies and material weaknesses in the design or operation of internal control

over financial reporting which are reasonably likely to adversely affect the registrant's ability to
record, process, summarize and report financial information; and

 
(b) any fraud, whether or not material, that involves management or other employees who have a

significant role in the registrant's internal control over financial reporting.
 
Date: August 9, 2005
 

/s/ GEORGE C. BIEHL
George C. Biehl
Executive Vice President, Chief Financial Officer
and Corporate Secretary
Southwest Gas Corporation

 
 

 
 
 
 



Exhibit 32.1
SOUTHWEST GAS CORPORATION

 
CERTIFICATION

 
In connection with the periodic report of Southwest Gas Corporation (the “Company”) on Form 10-Q for the
period ended June 30, 2005 as filed with the Securities and Exchange Commission (the “Report”), I, Jeffrey W.
Shaw, the Chief Executive Officer of the Company, hereby certify as of the date hereof, solely for purposes of Title
18, Chapter 63, Section 1350 of the United States Code, that to the best of my knowledge:
 

(1) the Report fully complies with the requirements of section 13(a) or 15(d), as applicable, of the
Securities Exchange Act of 1934; and

 
(2) the information contained in the Report fairly presents, in all material respects, the financial

condition and results of operations of the Company at the dates and for the periods indicated.
 
This Certification has not been, and shall not be deemed, “filed” with the Securities and Exchange Commission.
 
Dated: August 9, 2005
 

/s/ Jeffrey W. Shaw
Jeffrey W. Shaw
Chief Executive Officer

 

 
 

SOUTHWEST GAS CORPORATION
 

CERTIFICATION
 
In connection with the periodic report of Southwest Gas Corporation (the “Company”) on Form 10-Q for the
period ended June 30, 2005 as filed with the Securities and Exchange Commission (the “Report”), I, George C.
Biehl, Executive Vice President, Chief Financial Officer and Corporate Secretary of the Company, hereby certify
as of the date hereof, solely for purposes of Title 18, Chapter 63, Section 1350 of the United States Code, that to
the best of my knowledge:
 

(1) the Report fully complies with the requirements of section 13(a) or 15(d), as applicable, of the
Securities Exchange Act of 1934; and

 
(2) the information contained in the Report fairly presents, in all material respects, the financial

condition and results of operations of the Company at the dates and for the periods indicated.
 
This Certification has not been, and shall not be deemed, “filed” with the Securities and Exchange Commission.
 
Dated: August 9, 2005
 

/s/ George C. Biehl
George C. Biehl
Executive Vice President, Chief Financial
Officer and Corporate Secretary

 
 
 
 
 


