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We enclose for filing in the above docketed proceeding, the signed original
(unbound) and ten (10) bound copies of the Notice of Exemption in connection with the
proposed acquisition of control by United States Steel Corporation of Texas & Northern
Railway Company.

In accordance with telephone authority received from your office, we are
enclosing five (5) copies of each of the seven maps referred to in Appendices 5 and 6 of
the Notice, rather than the twenty copies required by 49 C.F.R. §11 80.6(a)(6).

We enclose a check in the sum of $1,100 made payable to the “Surface
Transportation Board™ to cover the filing fee for the Notice of Exemption pursuant to
49 C.F.R. §1002.2(H)(39)(iv).
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May 9, 2007

Please acknowledge receipt and filing of the enclosed on the duplicate copy of this
letter and the cover page of the Notice of Exemption and return them to us in the
enclosed self-addressed stamped envelope.

Sincerely yours,

VUON RAY,LLC

John/A. Vuon
CW/53819
Enclosures
cc:  United States Steel Corporation
Texas & Northern Railway Company
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BEFORE THE

SURFACE TRANSPORTATION BOARD

STB FINANCE DOCKET NO. 35027
UNITED STATES STEEL CORPORATION
--ACQUISITION OF CONTROL EXEMPTION--

TEXAS & NORTHERN RAILWAY COMPANY

NOTICE OF EXEMPTION FROM THE APPLICATION
OF 49 U.S.C. §11323(a)(5) PURSUANT TO 49 U.S.C. §10502(a) AND

THE REGULATIONS AT 49 C.F.R. §1180.2(d)(2)

United States Steel Corporation (“USS”) files this Notice of Exemption in
connection with its proposed acquisition from Lone Star Technologies, Inc. (“LST”) of
control of the Texas & Northern Railway Company (“T&NR?”), a Class III common
carrier railroad subject to the jurisdiction of the Surface Transportation Board (“STB™).

I. BACKGROUND AND PRIOR STB PROCEEDINGS

USS, which is a non-carrier, owns all of the issued and outstanding stock of
Transtar, Inc. (“Transtar™) which is a non-carrier holding company. Transtar in turn
owns all of the issued and outstanding stock of the following six common carrier

railroads which are subject to the jurisdiction of the STB (collectively, “the Transtar

Railroads™):



Elgin, Joliet and Eastern Railway Company Class II Railroad

Birmingham Southern Railroad Company Class II1 Railroad
Delray Connecting Railroad Company o w «
The Lake Terminal Railroad Company “ oo «

149 113 119

McKeesport Connecting Railroad Company
Union Railroad Company e

The common control of the Transtar Railroads by USS (formerly USX
Corporation) through Transtar was the subject of the fobllowing STB exemption
proceedings: USX Corporation--Control Exemption--Transtar, Inc., STB Finance Docket
No. 33942, served November 30, 2000; Transtar Holdings, L.P--Corporate Family
Exemption--Transtar, Inc., STB Finance Docket No. 32411 , served December 29, 1993;
and Transtar, Inc.-Continuance in Control Exemption-Delray Connecting Railroad

Company, STB Finance Docket No. 34767, served November 1, 2005. Copies of the

STB decisions in the foregoing proceedings are attached as Appendices 1-3, respectively.

Il. PRESENT TRANSACTION

On March 28, 2007, USS entered into an Agreement and Plan of Merger with LST
pursuant to which USS will control certain of the subsidiaries of LST, including Lone
Star Steel Company, LP (“LSS™). A copy of the Agreement and Plan of Merger is

attached és Appendix 4*.

* Because of its volume, the Disclosure Schedule is not included in Appendix 4, but will be made
available to the STB upon request.



The primary purpose of the transaction is for USS to acquire LSS which is a
leading domestic manufacturer and marketer of high-quality welded “oil country tubular
goods” or OCTG. The latter are steel tubular products used in the completion of and
production from oil and natural gas wells. LSS is a major manufacturer and marketer of
line pipe, which is used in the gathering and transmission of oil and natural gas; a leading
manufacturer of specialty tubing products used in industrial, automotive, construction and
agricultural applications; a marketer of OCTG and line pipe produced by other companies
through exclusi?e marketing arrangements; and a manufacturer and supplier of hot rolled
steel to the domestic market.

USS anticipates that the acquisition of LST and its subsidiaries will strengthen its
position as a premier producer of tubular products for the energy sector and will create
North America’s largest tubular producer.

T&NR is a wholly-owned subsidiary of LSS and, as described in more detail
below, provides rail services for LSS and other subsidiaries of LSS, as well as certain
other shippers and receivers.

In view of the control by USS of Transtar and its resulting indirect control of the
six Transtar railroads, the proposed control by USS of T&NR requires the filing of this
Notice of Exemption.

IHI. GOVERNING LAW AND REGULATIONS

The proposed transaction involves the acquisition of a Class I1I railroad (T&NR)

by a party that is not a rail carrier but that indirectly controls a number of rail carriers



(USS). In the absence of an exemption, the transaction would require prior STB approval
pursuant to 49 U.S.C. §11323(a)(5).

However, pursuant to 49 U.S.C. §10502(a), the STB must exempt a transaction
whenever it finds that the application of its jurisdiction:

“(1) is not necessary to carry out the transportation policy
of section 10101 of this title; and

“(2) either --
“(A) the transaction or service is of limited scope; or
“(B) the application in whole or in part of the
provision is not needed to protect shippers from the abuse
of market power.”

Pursuant to these statutory provisions, the STB has promulgated detailed
regulations concerning railroad acquisitions and certain other transactions. Specifically,
transactions proposed under 49 U.S.C. §11323 involving more than one common carrier
railroad are classified into one of four categories, namely “major, significant, minor and
exempt”. 49 C.F.R. §1180.2.

The regulations provide that a transaction is “exempt” if it falls within one of eight
described categories. 49 C.F.R. §1180.2(d). It is the position of the parties that the facts
relating to the proposed transaction clearly meet the requirements for the “nonconnecting
carrier exemption”. Specifically, the regulations describe that exemption in the following
terms:

“(2) Acquisition or continuance in control of a nonconnecting carrier or one of
its lines where (i) the railroads would not connect with each other or any railroads

in their corporate family, (ii) the acquisition or continuance in control is not part of
a series of anticipated transactions that would connect the railroads with each



other or any railroad in their corporate family, and (iii) the transaction does not
involve a class I carrier.”

49 C.F.R. 1180.2(d)(2).

With respect to transactions which fall within any one of the exempt categories,
the regulations provide that the STB has found that those transactions meet the per se
exemption requirements of 49 U.S.C. §10502(a), specifically that the STB’s prior review
and approval of the transactions are not necessary to carry out the rail transportation
policy of 49 U.S.C. §10101 and is of limited scope or unnecessary to protect shippers
from market abuse. 49 C.F.R. §1180.2(d).

IV. ESSENTIAL INFORMATION

The following is the information required by 49 C.F.R. §1180.4(g) to be included
in a Notice of Exemption in order to qualify for an exemption under 49 C.F.R.

§1180.2(d) and certain other relevant information:

1. Description of Proposed Transaction (49 C.F.R. §11 80.6(a)(1)).

The specific terms of the transaction are set forth in the Agreement and Plan of
Merger dated March 28, 2007, a copy of which is attached as Appendix 4. As previously
discussed, the transaction involves the acquisition by USS of all of the issued and
outstanding stock of LST, including indirectly the stock of LSS and its subsidiary T&NR.

Upon the consummation of the transaction USS will indirectly control T&NR and

through Transtar will continue to control the six Transtar railroads.



As will be discussed in more detail below, the benefits of this phase of the
transaction will be to assure the continued availability of the operations and services of
T&NR to LSS and its subsidiaries.

2. Names of Parties, Legal Counsel and Contact Information
(49 C.F.R. §1180.6(a)1)(1)).

2.1 Parties.

United States Steel Corporation
600 Grant Street, Room 1500
Pittsburgh, PA 15219-2800
Telephone: (412) 433-2920

Texas & Northern Railway Company
Lone Star Technologies, Inc.

15660 N. Dallas Parkway, Suite 500
Dallas, TX 75248

Telephone: (972) 770-6419

2.2 Legal Counsel.

(A) USS:

Brian M. McShea, Esq.

Attorney

United States Steel Corporation
600 Grant Street, Room 1500
Pittsburgh, PA 15219-2800
Telephone: (412) 433-2954
Facsimile:  (412) 433-2811
E-Mail: bmmecshea@uss.com

John A. Vuono, Esq.

Vuono & Gray, LLC

2310 Grant Building

Pittsburgh, PA 15219

Telephone: (412) 471-1800
Facsimile:  (412)471-4477

E-Mail: Jvuono(@vuonogray.com




(B) T&NR and LST:

Robert F. Spears, Esq.

General Counsel

Texas & Northern Railway Company
Lone Star Technologies, Inc.

15660 N. Dallas Parkway, Suite 500
Dallas, TX 75248

Telephone: 972-770-6419
Facsimile:  972-770-6471

E-Mail: spears@lonestartech.com

3. Description of T&NR.

T&NR is a Class I1I railroad comprising approximately 7.6 miles of main line
track and 32 miles of storage track. T&NR serves the LSS facilities at Lonestar, TX and
connects with the Kansas City Southern Railway at the far north point at Veals Yard
(owned by T&NR), 3 miles west of Hughes Springs, TX. Veals Yard is an interchange
yard with 9 tracks of approximate length of 2,000 ft. each. From this point, the rail line
extends south approximately 7.6 miles.

4. List of States in which T&NR’s Property is Located
(49 C.F.R. §1180.6(a)(5)).

All of T&NR’s railroad tracks, operating equipment and other property are located
in the State of Texas.

5. T&NR’s Relationship to the Transtar Railroads.

T&NR’s operations are concentrated exclusively in the State of Texas. It does not
connect or interchange with any of the Transtar Railroads. The parties represent and
warrant that (i) T&NR does not connect with any of the Transtar railroads: (11) the

acquisition and continuance in control is not part of a series of anticipated transactions



that would connect the T&NR with any of the railroads in the Transtar corporate family;
and (iii) the transaction does not involve a Class I carrier.

It is submitted that based on the foregoing facts, the transaction clearly meets the
“nonconnecting carrier exemption” requirements of 49 C.F R. §1 180.2(d)(2).

6. Objectives to be Accomplished by the Transaction
(49 C.F.R. §1180.6(a)(1)(iii)).

USS is making a substantial capital investment in the acquisition of LST and its
subsidiaries. It is essential that the rail service presently being provided by T&NR to
LSS and its subsidiaries be continued at the same level and without interruption.

The proposed transaction contemplates that through its control of LSS, USS will
indirectly control T&NR. USS through Transtar has the experience and expertise to
efficiently and successfully exercise ownership and control over T&NR. It is anticipated
that the control by USS of T&NR will foster efficiencies and economies, stabilize service
and enhance the continued financial viability of T&NR.

7. Proposed Time Schedule for Consummation (49 C.F.R. §1 180.6(a)(1)(ii)).

The Agreement and Plan of Merger provides that the transaction will be .
consummated promptly after all conditions to the merger have been met or waived.
Those conditions include, inter alia, approval by the stockholders of LST and certain
governmental approvals. The parties anticipate that the proposed transaction will be

consummated on or about June 14, 2007.



8. Carrier Operating Maps (49 C.F.R. §1180.6(a)(6)).

There are attached maps showing the railroad lines and certain other information

for T&NR (Appendix 5) and for each of the six Transtar Railroads (Appendix 6).

9. Agreement and Plan of Merger (49 C.F.R. §1180.6(a)(7)(ii)).

There is attached as Appendix 4 a copy of the Agreement and Plan of Merger

entered into by the parties on March 28, 2007.

10. Description of Appendices.

10.1

10.2

10.3

10.4

10.5

10.6

Appendix 1:

Appendix 2:

Appendix 3:

Appendix 4:
Appendix 5:

Appendix 6:

STB Decision in USX Corporation--Control
Exemption--Transtar, Inc., STB Finance Docket No.
33942, served November 30, 2000.

STB Decision in Transtar Holdings, L.P.--

Corporate Family Exemption--Transtar, Inc.,

STB Finance Docket No. 32411, served December 29,
1993,

STB Decision in Transtar, Inc.-Continuance in
Control Exemption-Delray Connecting Railroad
Company, STB Finance Docket No. 34767,

served November 1, 2005.

Agreement and Plan of Merger dated March 28, 2007.
T&NR’s operating map.

Transtar Railroads’ six operating maps.



Y. LABOR PROTECTIVE CONDITIONS

Since the Transtar Railroads include the Elgin, Joliet and Eastern Railway
Company, a Class I railroad, the applicable statutory provisions and regulations mandate
that the STB consider the impact of the transaction on affected rail carrier employees.

49 U.S.C. §11326(b) and 49 C.F.R. §1180.1(e).

T&NR has represented that it is not a party to any existing collective bargaining
agreements with labor unions. The parties do not anticipate the proposed transaction will
have any impact on T&NR’s employees. |

V1. THE TRANSACTION MEETS THE REQUIREMENTS
FOR EXEMPTION

The facts set forth herein clearly establish that the transaction meets the
requirements for the nonconnecting carrier exemption. 49 C.F.R. §1 180.2(d)(2).

The STB regulations are unequivocal that any transaction which meets any one of
the exempt categories is subject to the STB’s blanket finding that its prior review and
approval of the transaction is not necessary to carry out the national railroad
transportation policy or is of limited scope or is unnecessary to protect shippers from
market abuse. 49 C.F.R. §1180.2(d).

Accordingly, it is respectfully submitted that this transaction clearly meets the
definition of an exempt transaction contained in the STB’s regulations and, as such,

meets the statutory requirements for exemption.

10



VII. CONCLUSION

For the foregoing reasons, the parties respectfully request that the STB publish this
Notice of Exemption.

Respectfully submitjed,

v (A fe:

Robert F. Spears, Esq. John A~ Viono, Esq’
General Counsel Vyb6no & Gray, LLC
Texas & Northern Railway Company 10 Grant Building
Lone Star Technologies, Inc. ittsburgh, PA 15219
15660 N. Dallas Parkway, Suite 500 412-471-1800

Dallas, TX 75248

972-770-6419 Brian M. McShea, Esq.
Attorney
OF COUNSEL: 412-433-2954
United States Steel Corporation
VUONO & GRAY, LLC 600 Grant Street, Room 1500
2310 Grant Building Pittsburgh, PA 15219-2800

Pittsburgh, PA 15219

Date: May 9, 2007

/53553
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VERIFICATION

I, Richard J. Munsch, Assistant General Counsel for United States Steel
Corporation, declare under penalty of perjury that the foregoing is true and correct.
Further, I certify that I am authorized to file this Verification to be attached to the Notice
of Exemption on behalf of United States Steel Corporation.

Signed this 9. day of May, 2007.

Reclort O V1

Richard J. Munscﬁ ST

/53553



VERIFICATION

I, Robert F. Spears, General Counsel for Texas & Northern Railway Company and
Lone Star Technologies, Inc., declare under penalty of perjury that the foregoing is true
and correct. Further, I certify that I am authorized to file this Verification to be attached
to the Notice of Exemption on behalf of Texas & Northern Railway Company and Lone
Star Technologies, Inc.

Signed this & en_ day of May, 2007.

v a e

Rébert F. Spears ’ ﬂ

/53553






31424 SERVICE DATE - NOVEMBER 30, 2000
EB

SURFACE TRANSPORTATION BOARD
DECISION
STB Finance Docket No. 33942
USX CORPORATION-CONTROL EXEMPTION-TRANSTAR, INC.

Decided: November 22, 2000

On October 5, 2000. Transtar Holdings, L.P. (qudings), Transtar, Inc. (Transtar), and USX
Corporation (USX) (jointly, petitioners) filed a petition under 49 U.S.C. 10502 to exempt from the
prior approval requirements of 49 U.S.C. 11323-25 the acquisition by USX of control of Transtar

and five rail carriers currentiy owned by Transtar. We will grant the exempuon.
BACKGROUND

Prior to 1988, USX controlled 8 rail carriers: (1) the Bessemer and Lake Erie Railroad
Company (BLE), a Class II carrier operating in western Pennsylvania and northeastern Ohio; (2)
the Birmingham Southemn Railroad Company (BSRC), a Class 11 terminal and switching carrer
serving industries in Ensiey, F airfield and Bessemer, AL; (3) the Duluth, Missabe and Iron Range
Railway Company (DMIR), 2 Class II carrier operating in northeastern Minnesota and
northwestern Wisconsin; (4) the Elgin, Joliet and Eastern Railway Company (EJE), a Class II
carrier operating in and around Chicago from Waukegan, IL to Gary, IN; (5) the Lake Terminal
Railroad Company (LT), a Class 11I switching carrier operating in Lorain, OH; (6) the
McKeesport Connecting Railroad Company (MKQ), a Class III switching carrier operating in
McKeesport, PA; (7) the Pittsburgh & Conneaut Dock Company (P&C), a Class III carrier
conducting stevedoring operations at B&LE'’s buik material handling facility at Conneaur, OH;
and (8) the Union Railroad Company (URR), a Class III carmier operaung from North Bessemer,
PA, to Clairton Junction, PA, where it divides, with the main line running to Clairton, and a
branch line running to Mifflin Junction, PA. In 1988, USX formed Transtar as a corporate
subsidiary to hold the stock of the 8 rail carriers.

Blackstone Capital Parmers, L.P. (BCP) and Blackstone Transportation Parmers, L.P
(BTP) subsequently acquired control of Transtar and USX’s carrier subsidiaries, although USX
rerained a minority interest in Transtar. See Blackstone Capital Parmers L.P., Blackstone
Transportation Parmers L P., and USX Corporation—Exemption from 49 U.S.C. 10746, 11321,
and 11343, Finance Docket No. 5 1363 (ICC served Dec. 23, 1988). and Blackstone Capital
Parmers L.P.. Blackstone Transportation Partners L.P.—Control Exemprion—The Pittsburgh and
Conneaut Dock Company, Finance Docker No. 32028 (ICC served Aug. 14. 1992). In 1993, BTP
and BCP reorganized their holdings of Transtar voting sock and changed BTP’s corporate name
to Holdings. See Transtar Holdings, L.P.—Corporate Family Exemprion—Transtar, Inc., Finance




STB Finance Docket No. 33942

Docket No. 32411 (ICC served Dec. 29. 1993). At present. Holdings controis Transtar by owning
51% of Transtar’s voting stock. wiiie USX holds 49% of Transtar’s voung stock.

Petitioners indicate that they have entered into a Reorganization and Exchange
Agreement,' under which Holdings will transfer its Transtar stock to Transtar. In exchange,
Transtar will transfer to Holdings its stock in BLE, DMIR, and P&C.? After the stock is
exchanged, Holdings wiil have divested its interests in Transtar, BSRC, EJE.LT, MKC, and URR
and become direct owner of 100% of the stock of BLE, DMIR, and P&C. USX would own 100%
of the stock of Transtar and re-acquire sole control of BSRC, EJE, LT, MKC, and URR.} USX’s
re-acquisition of control is subject to our jurisdiction.

Petitioners indicate that they intend to maintain the same level of transportation services
currently provided by the Transtar subsidiaries. Petitioners state further that they intend to
reorganize cermain administrative and support functons, but that these changes are not expected to
affect transportation services.

DISCUSSION AND CONCLUSIONS

The acquisition of control of at least 2 rail carriers by an entity that is not a rail carrier
requires prior approval by the Board under 49 U.S.C. 11323(a)}(4). Under 49 U.S.C. 10502(a),
however, we must exempt a transaction or service from regulation if we find that: (1) reguiation
is not necessary to carry out the rail transportation policy of 49 U.S.C. 10101; and (2) either (a)
the transaction or service is limited in scope; or (b) regulation is not needed to protect shippers
from the abuse of market power.

Detailed scrutiny of the proposed transaction is not necessary to carry out the rail
transportation policy. Rather, an exemption will promote that policy by minimizing the need for
Federal regulatory control over the transaction and reducing reguiatory barriers to entry {49
U.S.C. 10101(2) and (7)] and ensuring that a sound rail transportation system will connnue to
meet the needs of the shipping public {49 U.S.C. 10101(4)]. Petitioners will unfy the ownership

' A copy of the Reorganization and Exchange Agreement was submirted as Exhibit H to
the petition.

2 A dditionai anthorization is not required for Holdings to increase its controlling interests
in BLE, DMIR and P&C.

3 USX would also acquire controi of the Warrior and Guif Navigarion Company (WGN),
a water contract carrier that operates primarily on the Black Warrior and Tombigbee Rivers
between Birmingham and Mobile. AL. Board approval is not required for USX to acquire
control of WGN, and the statute no longer restricts a rail carrier from conwroiling or having an
interest in a competing water carrier .

22—



STB Finance Docket No. 33942

interests in the Transtar subsidiaries while maintaining the same level of transportation services
currently provided by those carriers. thus fostening sound economic conditions in transportation,
ensuring effective coordination among carmers. and encouraging efficient management {49 U.S.C.
10101(5) and (9)]. Other aspects of the rail transportation policy will not be adversely arfected.

Regulation of the transaction is not needed to protect shippers from an abuse of market
power. There would be no adverse impact on raii operauons or any lessening of rail compention
as a resuit of the proposed transaction. The proposed transaction, if anything, would diminish
market power because the carriers presently conrrolled by Transtar would be divided berween
USX and Holdings. Given our finding regarding the probable effect of the transaction on market

power, we need not determine whether the transaction is limited in scope.

Under 49 U.S.C. 10502(g), we may not use our exemption authority to relieve a rail carrier
of its smtutory obligation to protect the interests of its empioyees. Petitioners assert that the
proposed transaction would have no significant impact on employees but would require only a
limited rearrangement of employees. They claim that they do not intend to change overail
employment levels or to relocate employees. Pentoners state further that they will remain bound
by the coilective bargaining agreements in effect at the time the proposed transaction is
consummated. Finally, petitioners indicate they would agree that the labor protection conditions
in New York Dock Ry.—Controi—Brooklyn Eastern Dist., 360 I.C.C. 60 (1979), are appropriate.
Those conditions will be imposed here.

This control transaction is exempt from environmental reporting requirements under 49
CFR 1105.6(c)(2)(i) because it will not resuit in any significant change in carrier operations.
Similarly, the transaction is exempt from the historic reporting requirements under 49 CFR
1105.8(b)(3) because it will not substantiaily change the level of maintenance of railroad
properties.

Petitioners request expedited action on the petion far exemption so that they can close
the mansaction by December 15, 2000. The request i1s reasonable. We will grant the request by
shortening the effective date of the exemption from the normal 30-day period to 15 days.

This action will not significantly affect either the quality of the human environment or the
conservaton of energy rescurces.

1t is ordered:

1. Under 49 U.S.C. 10502, we exempt, Tom the prior approval requirements or 49 U.S.C.
11323-25, USX’s control of Transtar and BSRC, EJE, LT, MKC, and URR, subject to the labor
protection conditions in New York Dock Rv—Control-Brooklyn Eastern Dist., 360 1.C.C. 60
(1979).

2. Notice wiil be published in the Federai Register on November 30, 2000.

-
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STB Finance Docket No. 33942

3. This exemption will be effective on December 15, 2000. Petitions for stay must be
filed by December 5, 2000. Petiuons for reconsiderauon must be filed by December 20, 2000.

By the Board, Chairman Morgan. Vice Chairman Burkes. and Commissioner Clyburn.

Vemon A. Willians
Secretary






.ip Copy
(Cite as: 1993 WL 538826 (1.C.C.))

+1 TRANSTAR HOLDINGS, L.P.--CORPORATE FAMILY IXEMPTION--TRANSTAR, INC.
Decided: December 21, 1993
Service Date: December 29, 1993

INTERSTATE COMMERCE COMMISSION NOTICE
[Finance Docket No. 32411)

By the Commission, David M. Konschnik, Director, Office of Proceedings.

Transtar Holdings, L.P. (Transtar Holdings), formerly known as Blackstone
Transportation Partners L.P. (BTP), and Blackstone Capital Partners L.P. (BCP) have
filed a notice of exemption for a transaction within their corporate family. The
rransaction was expected to be consummated on or after Decembexr 6, 1993.

The Commission previously exempted the coentrol of Transtar, Inc. (Transtar), by
BTP and BCP (collectively referred to as Blackstone) through ownership of 51% of
its voting stock. [FN1] Transtar in turm ceontrols eight carriers regulated by the
Commission. [FN2] Blackstone plans to reorganize its holdings of Transtar's voting
stock. BCP will transfer its voting shares of Transtar (24.9%) to Transtar
Holdings, BTP will be renamed Transtar Holdings and then Transtar Holdings will
hold the 51% of Transtar's voting stock.

A new corporation will be formed, Blackstone Transportation Company, Inc.
(Rlackstone Transportation}, which will become the general partner of BTP,
replacing Blackstone Management Associates L.P. (BMA). Blackstone Transportation's
sole shareholders are Peter G. Peterson, Stephen A. Schwarzman, David A. Stockman,
James R. Birle, Lawrence D. Fink, and James Mossman, who were the same general
partners of BMA.

This is a transaction within a corporate family of the type specifically exempted
from prior review and approval under 45 CFR 1180.2(d) (3). The transaction will not
result in adverse changes in service levels, significant operational changes, or
change in the competitive balance with carriers outside applicants' corporate
family. The purpose of the transaction is to consolidate Blackstone's holdings in
Transtar into one partnership, Transtar Holdings. This restructuring will
facilitate a series of transactions that will effect: (i) a substantial reduction
of the interest rate payable with respect to Transtar's long term debt; {ii) the
repayment of Tramstar's 13 3/4% Junior Subordinated Payment-In-Kind notes held by
UsSX; and (iii) the issuance by Transtar Holdings of senior discount notes, which
senior discount notes will not be an obligation of, or guaranteed by, Transtar.

To ensure that all employees who may be affected by the transaction are given the
protection afforded under 49 U.S.C. 10505({(g) (2) and 49 U.S5.C. 11347, the labor
conditions set forth in New York Dock Ry.--Control--Brooklyn Eastern Dist., 360
T.C.C. 60 (1979), are imposed.

petitions to revoke the exemption under 4% U.S.C. 10505{d) may be filed at amy
rime. The filing of a petition to revoke will not stay the transaction. Pleadings
must be filed with the Commission and served on: Anne D. Smith, 1747 Pennsylvania
avenue, N.W., Washington, DC 20006.

Copr. © West 2003 No Claim to Orig. U.S. Govt. Works



-ap Copy
(Cite as: 1993 WL 538826 (1.C.C.))

+2 Sidney L. Strickland, Jr.
Secretary
{SEAL)

N1 See Finance Docket No. 21363, Blackstone Capital Partners L.P., Blackstone

Transportation Partmers L.P. and USX Corporation--Exemption From 49 U.S5.C. 10746,
11321, and 11343, (not printed) served Decemper 23, 1988.

FN2 The Commission granted an exemption for the acquisition of control of the
following carriers: Bessemer & Lake Erie Railroad Company; Birmingham Southern
Railroad Company; Duluth, Missabe & Iron Range Railway Company; Elgin, Joliet &
Eastern Railway Company; Lake Terminal Railroad Company; and Warrior & Gulf
Navigation Union Railroad Company.

I.C.C.

1993 WL 538826 (I.C.C.)

END OF DOCUMENT

Copr. © West 2003 No Claim to Ong. U.S. Govt. Works
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DEPARTMENT OF TRANSPORTATION

Surface Transportation Board

[STB Fiqance Docket No. 34767]

Transtar, Inc.—Continuance in Control Exemption—Delray Connecting Railroad
Company

Transtar, Inc. (Transtar), a noncarrier, has filed a verified notice of exemption to
continue in control of Delray Connecting Railroad Company (Delray), a Class 111 rail
carrier, upon Transtar’s acquiring all of Delray’s issued and outstanding stock from
Transtar’s parent, United States Steel Corporation (USS).

The exemption became effective on October 18, 2005 (7 days after the date of
filing.)"

USS, a noncarrier, owns all of the issued and outstanding stock of Transtar, which
is a noncarrier holding company. Transtar in turn owns all of the issued and outstanding
stock of five common carrier railroads: Elgin, Joliet and Eastern Railway Company
(Class II); Birmingham Southern Railroad Company (Class I1I); The Lake Terminal
Railroad Company (Class 11I); McKeesport Connecting Railroad Company (Class II1);
and Union Railroad Company (Class I1I) (collectively, the Transtar Railroads). The

common control of the Transtar Railroads by USS (formerly USX Corporation) through

' Transtar explains that this transaction was consummated on May 31, 2005,
under the mistaken belief that it was an inter-corporate transaction involving parties for
which exemption authority had previously been secured, and that additional approval or
exemption was not required.



STB Finance Docket No. 34767
Transtar was the subject of exemption proceedings before the agency in USX

Corporation—Control Exemption—Transtar, Inc., STB Finance Docket No. 33942 (STB

served Nov. 30, 2000) and Transtar Holdings, L.P.—Corporate Family Exemption—

Transtar, Inc., Finance Docket No. 32411 (ICC served Dec. 29, 1993). USS acquired

through stock acquisition, and assumed control of, Delray pursuant to a notice of

exemption in United States Steel Corporation—Acquisition of Control Exemption—

Delray Connecting Railroad Company, STB Finance Docket No. 34311 (STB served

Feb. 19, 2003). Transtar now seeks to acquire all of the stock of Delray from USS to
consolidate all of the USS railroad subsidiaries under the mantle of Transtar. Delray is a
switching and terminal railroad that operates 15.46 miles of track, all of which are located
in the downriver district of Detroit, MI.

Transtar states that: (i) the Transtar Railroads and Delray do not connect with
each other or any railroads in their corporate family; (ii) the continuance in control is not
part of a series of anticipated transactions that would connect the railroads with each
other or any other railroad in their corporate family; and (iii) the transaction does not
involve a Class I railroad. Transtar also states that the transaction will not result in:

(1) any adverse changes in service levels to the public; (ii) significant operational
changes; or (iii) changes in the competitive balance with carriers outside the corporate
family. Therefore, the transaction is exempt from the prior approval requirements of
49 U.S.C. 11323. See 49 CFR 1180.2(d)(2) and (3).

Under 49 U.S.C. 10502(g), the Board may not use its exemption authority to
relieve a rail carrier of its statutory obligation to protect the interests of its employees.

2



STB Finance Docket No. 34767

Because the transaction involves at least one Class Il and one or more Class 111 rail
carriers, the exemption is subject to labor protection requirements of 49 U.S.C. 11326(b).

If the notice contains false or misleading information, the exemption is void ab
initio. Petitions to revoke the exemption under 49 U.S.C. 10502(d) may be filed at any
time. Th_e filing of a petition to revoke will not automatically stay the transaction.

An original and 10 copies of all pleadings, referring to STB Finance Docket
No. 34767, must be filed with the Surface Transportation Board, 1925 K Street, N.W.,
Washington, DC 20423-0001. In addition, a copy of each pleading must be served on:
John A. Vuono, Vuono & Gray, LLC, 2310 Grant Building, Pittsburgh, PA 15219.

Board decisions and notices are available on our website at

WWW.STB.DOT.GOV.

Decided: October 25, 2005.

By the Board, David M. Konschnik, Director, Office of Proceedings

Vernon A. Williams

Secretary
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AGREEMENT AND PLAN OF MERGER

AGREEMENT AND PLAN OF MERGER, dated as of March 28, 2007 (this
“Agreement”), by and among UNITED STATES STEEL CORPORATION, a Delaware
corporation (“Parent”), WP ACQUISITION HOLDING CORP., a Delaware corporation
and a wholly owned subsidiary of Parent (“Merger Sub”™), and LONE STAR
TECHNOLOGIES, INC,, a Delaware corporation (the “Company”). Capitalized terms
used in this Agreement shall have the meanings assigned to them in Article X1, or in the
applicable Section of this Agreement to which reference is made in Article XI.

WHEREAS, the Boards of Directors of each of Parent, Merger Sub and the
Company have approved the merger of Merger Sub with and into the Company (the
“Merger”) upon the terms and subject to the conditions set forth in this Agreement and
have approved and declared advisable this Agreement and determined that it is in the best
interest of their respective stockholders;

NOW, THEREFORE, in consideration of the foregoing premises and the respective
representations, warranties, covenants and agreements contained herein, the parties hereto
agree as follows:

ARTICLE I
THE MERGER

1.1 The Merger. Upon the terms and subject to the conditions set forth in this
Agreement, at the Effective Time, Merger Sub shall be merged with and into the
Company, whereupon the separate corporate existence of Merger Sub shall cease and the
Company shall be the surviving corporation (the “Surviving Corporation™). The Merger
shall have the effects specified in the Delaware General Corporation Law (the “DGCL™).

1.2 Closing; Effective Time.

(2) The closing of the Merger (the “Closing™) shall take place at the
offices of Morgan, Lewis & Bockius LLP, One Oxford Centre, Pittsburgh, PA 15219 as
soon as possible, but in any event no later than two Business Days after satisfaction or
waiver of the conditions set forth in Article VIII (other than those conditions that by their
nature are to be satisfied at the Closing, but subject to the satisfaction or waiver of those
conditions at the Closing), or on such other date or at such other place as Parent and the
Company may mutually agree (the “Closing Date™).

(b) Upon the Closing, the Company and Merger Sub shall file the
Certificate of Merger with the Secretary of State of the State of Delaware as provided in
Section 252(c) of the DGCL. The Merger shall become effective at such time as the
Certificate of Merger is so filed or at such later time as may be agreed by Parent and the
Company and specified in the Certificate of Merger (the “Effective Time”).



1.3 Certificate of Incorporation; Bylaws.

(@  The Certificate of Incorporation of the Company shall be amended
at the Effective Time as set forth in Exhibit A hereto and, as so amended, shall be the
certificate of incorporation of the Surviving Corporation until amended thereafter in
accordance with Applicable Law.

)] The Bylaws of Merger Sub in effect immediately prior to the
Effective Time shall be the Bylaws of the Surviving Corporation until thereafter amended
in accordance with Applicable Law.

{©) From and after the Effective Time, until successors are duly elected
or appointed and qualified in accordance with Applicable Law, (i) the directors of Merger
Sub immediately prior to the Effective Time shall be the directors of the Surviving
Corporation, and (i1) the officers of Merger Sub immediately prior to the Effective Time
shall be the officers of the Surviving Corporation.

ARTICLE 1T

EFFECT ON CAPITAL STOCK; SURRENDER OF CERTIFICATES AND PAYMENT

2.1 Effect on Capital Stock. At the Effective Time, by virtue of the Merger and
without any action on the part of Parent, Merger Sub, the Company or any stockholder of
the Company (each such stockholder, a “Company Stockholder™):

{a) Except as otherwise provided in Section 2.1(b) or Section 2.5, each
share of Company Common Stock outstanding immediately prior to the Effective Time
shall be converted into the right to receive $67.50 in cash, without interest (the “Merger
Consideration™).

(®)  Each ouistanding share of Company Common Stock owned by
Parent, Merger Sub or any other Subsidiary of Parent and each outstanding share of
Company Common Stock owned by the Company or any direct or indirect wholly-owned
Subsidiary of the Company, in each case not held on behalf of third parties, immediately
prior to the Effective Time shall be canceled and retired and shall cease to exist, and no
cash, securities or other consideration shall be payable with respect thereto.

(c) Each share of common stock of Merger Sub, par value $.001 per
share, issued and outstanding immediately prior to the Effective Time shall be converted
into and become one fully paid and nonassessable share of common stock of the Surviving
Corporation.

(d If between the date of this Agreement and the Effective Time, the
outstanding shares of Company Common Stock shall have been changed into a different
number of shares or a different class, by reason of any stock dividend, subdivision,
reclassification, recapitalization, split, combination or exchange of shares or any similar
event, the Merger Consideration and any other amounts payable pursuant to this
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Agreement shall be correspondingly adjusted to the extent appropriate to reflect such stock
dividend, subdivision, reclassification, recapitalization, split, combination or exchange of
shares or similar event.

2.2 Surrender of Stock Certificates and Payment.

(a) Prior to the Effective Time, Parent shall appoint a paying agent
reasonably acceptable to the Company (the “Paying Agent”) for the purpose of
exchanging (i) certificates representing shares of Company Common Stock (the
“Certificates”) and (ii) uncertificated shares of Company Common Stock (the
“Uncertificated Shares”) for the Merger Consideration. Immediately following the
Effective Time, Parent shall deposit, or shall cause to be deposited, with the Paying Agent
for exchange in accordance with this Section through the Paying Agent, cash sufficient to
pay the aggregate Merger Consideration pursuant to Section 2.1(a) (the “Payment Fund™).
The Paying Agent shall make the cash payments provided for in the preceding sentence out
of the Payment Fund. The Payment Fund shall not be used for any other purpose. The
Payment Fund shall be invested by the Paying Agent as directed by Parent, provided that
such investments shall be in obligations of or guaranteed by the United States of America,
in commercial paper obligations rated A-1 or P-1 or better by Moody’s Investors Service,
Inc. or Standard & Poor’s Corporation, respectively, or in certificates of deposit, bank
repurchase agreements or banker’s acceptances of commercial banks with capital
exceeding $1 billion. Any interest or other income resulting from such investment shall be
payable to Parent.

(b) Promptly after the Effective Time and in any event within five
Business Days after the Closing Date, Parent shall cause the Paying Agent to mail to each
holder of record of shares of Company Common Stock at the Effective Time a letter of
transmittal and instructions (which shall be in customary form and shall specify that
delivery shall be effected, and risk of loss and title shall pass, only upon proper delivery of
the Certificates or transfer of the Uncertificated Shares to the Paying Agent) for use in such
exchange. Each holder of shares of Company Common Stock that have been converted
into the right to receive the Merger Consideration shall be entitled to receive the Merger
Consideration in respect of the Company Common Stock represented by a Certificate or
Uncertificated Share upon (x) surrender to the Paying Agent of a Certificate, together with
a properly completed letter of transmittal, or (y) receipt of an “agent’s message” by the
Paying Agent (or any other evidence that the Paying Agent may reasonably request ) in the
case of a book-entry transfer of Uncertificated Shares. Until so surrendered or transferred
as the case may be, each such Certificate or Uncertificated Share shall represent after the
Effective Time for all purposes only the right to receive such Merger Consideration.

© If any portion of the Merger Consideration is to be paid to a Person
other than the Person in whose name the surtendered Certificate or the transferred
Uncertificated Share is registered, it shall be a condition to such payment that (i) either
such Certificate shall be properly endorsed or shall otherwise be in proper form for transfer
ot such Uncertificated Share shall be properly transferred and (ii) the Person requesting
such payment shall pay to the Paying Agent any transfer or other taxes required as a result
of such payment to a Person other than the registered holder of such Certificate or
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Uncertificated Share or establish by evidence satisfactory to the Paying Agent that any
such taxes have been paid or are not payable.

(d) After the Effective Time, the stock ransfer books of the Company
shall be closed and there shall be no further registration of transfers of shares of Company
Common Stock. If, after the Effective Time, Certificates or Uncertificated Shares are
presented to Parent, the Surviving Corporation or the Paying Agent for any reason, they
shall be canceled and exchanged for the Merger Consideration provided for, and in
accordance with the procedures set forth, in this Article II.

(e) Any portion of the Payment Fund that remains unclaimed by the
holders of Company Common Stock six months after the Effective Time shall be returned
to Parent, and any such holder who has not exchanged shares of Company Common Stock
for the Merger Consideration in accordance with this Section 2.2 prior to that time shall
thereafter look only to Parent for payment of the Merger Consideration. Any portion of
the Payment Fund remaining unclaimed by Company Stockholders immediately prior to
such time as such amounts would otherwise escheat to or become property of any
Govemnmental Entity pursuant to Applicable Law shall, to the extent permitted by
Applicable Law, become the property of Parent free and clear of any claims or interest of
any Person previously entitled thereto. Neither Parent nor the Surviving Corporation shall
be liable to any Company Stockholder or other Person for cash delivered to a public
official pursuant to any applicable abandoned property, escheat or similar law.

23 Withholding Rights. Each of the Surviving Corporation, Parent and the
Paying Agent shall be entitled to deduct and withhold from the consideration otherwise
payable pursuant to this Agreement to any Company Stockholder such amounts as it is
required to deduct and withhold with respect to the making of such payment under the
Internal Revenue Code of 1986, as amended (the “Cede”), or any provision of state, local
or foreign Tax law. To the extent that amounts are so withheld by the Surviving
Corporation, Parent or the Paying Agent, as the case may be, such withheld amounts shall
be treated for all purposes of this Agreement as having been paid to the holder of the
shares of Company Common Stock in respect of which such deduction and withholding
was made by the Surviving Corporation, Parent or the Paying Agent, as the case may be.

24  Lost Stolen or Destroyed Certificates. If any Certificate shall have been
lost, stolen or destroyed, upon the making of an affidavit of that fact by the Person
claiming such Certificate to be lost, stolen or destroyed, and, if required by Parent, the
posting by such Person of a bond, in such reasonable amount as Parent may direct, as
indemnity against any claim that may be made against it with respect to such Certificate,
the Paying Agent will issue in exchange for such lost, stolen or destroyed Certificate, the
Merger Consideration to be paid in respect of the shares of Company Common Stock
formerly represented by such Certificate, as contemplated by this Article 11.

2.5 Dissenting Shares.

(a) Notwithstanding any provision of this Agreement to the contrary,
shares of Company Common Stock that are outstanding immediately prior to the Effective



Time and held by a holder who has not voted in favor of the Merger or consented thereto
in writing and who has properly demanded appraisal for such shares in accordance with
Section 262 of the DGCL (collectively, the “Dissenting Shares™) shall not be converted
mto a right to receive the Merger Consideration. Such holders shall be entitled to receive
payment of the appraised value of the shares of Company Common Stock held by them in
accordance with the DGCL, unless and until such holders fail to perfect or effectively
withdraw or otherwise lose their appraisal rights under the DGCL. All shares of Company
Common Stock held by holders who shall have failed to perfect or who shall have
effectively withdrawn or lost their right to appraisal of such shares under the DGCL shall
thereupon be treated as if they had been converted as of the Effective Time into the right to
receive the Merger Consideration.

(b)  From the date of this Agreement until the Effective Time, the
Company shall give Parent (i) prompt notice of any demands for appraisal received by the
Company, withdrawals of such demands, and any other related instruments served
pursuant to the DGCL and received by the Company and (ii) the opportunity to direct all
negotiations and proceedings with respect to, or demands for, appraisal under the DGCL.
The Company shall not, except with the prior written consent of Parent, make any payment
with respect to, or offer to settle or seitle, any such demands.

2.6 Company Stock Options: Cqmnanv Restricted Shares.

(2) In connection with the Merger and prior to the Effective Time, the
Company shall take all action as is necessary to cause each option to purchase shares of
Company Common Stock (each, a “Company Stock Option”) outstanding under any
stock option, equity compensation plan or agreement (the “Company Stock Plans™),
whether or not then vested or exercisable, to become, as of the Effective Time, fully vested
and converted into the right to receive at the Effective Time, a cash payment from the
Surviving Corporation equal to the product of (i) the excess, if any, of the Merger
Consideration over the exercise price per share of such option, multiplied by (ii) the
number of shares of Company Common Stock issuable upon exercise of such option (with
the aggregate amount of such payment rounded down to the nearest cent), less such
amounts as are required to be withheld or deducted under any provision of Applicable
Law. At the Effective Time, all Company Stock Options shall no longer be outstanding
and shall automatically cease to exist, and each holder of a Company Stock Option shall
cease to have any righis with respect thereto, except the right to receive the cash payment
(if any) described in this Section 2.6.

®) In connection with the Merger and prior to the Effective Time, the
Company shall take all action as is necessary to cause each share of Company Common
Stock outstanding under any Company Stock Plan that is subject to vesting and a
repurchase option m favor of the Company immediately prior to the Effective Time, to
become fully vested at the Effective Time and be converted to the right to receive the
Merger Consideration, less such amounts as are required to be withheld or deducted under
any provision of Applicable Law,
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© In connection with the Merger and prior to the Effective Time, the
Company shall take all action as is necessary to cause each restricted stock unit and each
share of phantom stock outstanding under any Company Stock Plan, whether or not then
vested or exercisable, to become, as of the Effective Time, fully vested and converted into
the right to receive at the Effective Time, a cash payment from the Surviving Corporation
equal fo the Merger Consideration, less such amounts as are required to be withheld or
deducted under any provision of Applicable Law. At the Effective Time, all restricted
stock units or shares of phantom stock of the Company shall no longer be outstanding and
shall automatically cease to exist, and each holder of a restricted stock unit or share of
phantom stock shall cease to have any rights with respect thereto, except the right to
receive the cash payment described in this Section 2.6.

@ The Company shall take all action that is necessary to (i) cause the
exercise of each outstanding purchase right under the Company’s Employee Stock ,
Purchase Plan (the “ESPP”) no less than five Business Days prior to the Effective Time;
(1) provide that no further purchase period or offering period shall commence under the
ESPP following the date of this Agreement; and (iii) terminate the ESPP immediately prior
to and effective as of the Effective Time.

ARTICLE IIX

REPRESENTATIONS AND WARRANTIES OF THE COMPANY

Except as set forth in the disclosure schedule dated the date hereof and provided to
Parent by the Company (the “Company Disclosure Schedule™), or as disclosed in the
Company SEC Reports filed or furnished prior to the date hereof (excluding, in each case,
any disclosures set forth in any risk factor section and in any section relating to forward-
looking statements), the Company represents and warrants to Parent that:

3.1 Organization and Good Standing. The Company is a corporation duly
organized, validly existing and in good standing under the laws of the State of Delaware
and has all corporate powers required to own, lease and operate its properties and to carry
on its business as now being conducted. The Company is duly qualified to do business as
a foreign corporation and is in good standing in each jurisdiction where such qualification
is necessaty, except for those jurisdictions where the failure to be so qualified and in good
standing would not reasonably be expected to have, individually or in the aggregate, a
Company Material Adverse Effect. The Company has delivered to Parent prior to the date
of this Agreement complete and correct copies of its certificate of incorporation and
bylaws as currently in effect.

32 Authority and Enforceability.

(a) The Company has all requisite corporate power and authority to
enter into this Agreement, and, subject in the case of the consummation of the Merger to
obtaining the Company Stockholder Approval, to perform its obligations hereunder and to
consumnmate the transactions contemplated hereby. The execution, delivery and
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performance by the Company of this Agreement and the consummation by the Company
of the transactions contemplated hereby have been duly authorized by all necessary
corporate action on the part of the Company, subject in the case of the consummation of
the Merger to obtaining the Company Stockholder Approval. The affirmative vote of the
holders of a majority of the outstanding shares of Company Common Stock at a duly
convened meeting of the Company’s stockholders to adopt this Agreement (the “Company
Stockholder Approval”) is the only vote of the holders of any class of capital stock or
other security of the Company necessary in connection with the consummation of the
Merger and the other transactions contemplated by this Agreement. This Agreement has
been duly executed and delivered by the Company and, assuming the due execution of this
Agreement by Parent and Merger Sub, constitutes the valid and binding obligation of the
Company, enforceable against it in accordance with its terms, except as such enforceability
may be limited by bankruptcy, insolvency, reorganization, moratorium or other similar
laws affecting or relating to creditors’ rights generally, and the availability of injunctive
relief and other equitable remedies.

b) At a meeting duly called and held, prior to the execution of this
Agreement, at which all directors of the Company were present, the Board of Directors of
the Company, by resolutions duly adopted, unanimously (i) adopted this Agreement and
declared it advisable, (it} recommended that the Company Stockholders vote in favor of the
adoption of this Agreement and (iii) directed that the Company submit the adoption of this
Agreement to a vote at the Company Stockholder Meeting.

3.3 Govemmental Authorizations. The execution, delivery and performance by
the Company of this Agreement and the consummation of the transactions contemplated
hereby require no action by or in respect of, or filing with, any Governmental Entity, other
than (i) compliance with the applicable requirements of (A) the Hart-Scott-Rodino
Antitrust Improvements Act of 1976 (the “HSR Act™) and (B) the antitrust and
competition laws of all relevant jurisdictions other than those of the United States (the
“Other Antitrust Laws™), (ii) the filing of the Certificate of Merger with the Delaware
Secretary of State and appropriate documents with the relevant authorities of other states in
which the Company is qualified to do business, (iii) the filing with the Securities and
Exchange Commission (the “SEC”) of the Proxy Statement and such reports under
Sections 13, 15(d) and 16 of the Securities Exchange Act of 1934 (the “Exchange Act”) as
may be required in connection with this Agreement and the transactions contemplated
hereby and (iv) such filings under the rules of the New York Stock Exchange (the
“NYSE”) as may be required in connection with this Agreement and the transactions
contemplated hereby.

3.4 Non-Coniravention. The execution, delivery and performance by the
Company of this Agreement and the consummation by the Company of the Merger and the
other transactions contemplated hereby do not and will not (i} contravene, conflict with, or
result in any violation or breach of any provision of the certificate of incorporation or
bylaws of the Company, (11) assuming compliance with the matters referred to in Section
3.3, contravene, conflict with, or result in a violation or breach of any provision of any
Applicable Law or Order, (ii1) require any consent or other action by any Person under,
constitute a default, or an event that, with or without notice or lapse of time or both, would




constitute a default under, or cause or permit the termination, cancellation, acceleration or
other change of any right or obligation or the loss of any benefit under, any provision of
any Contract binding upon the Company or any of its Subsidiaries or any Governmental
Authorization affecting, or relating in any way to, the assets or business of the Company or
any of its Subsidiaries, or (iv) result in the creation or imposition of any Lien on any asset
of the Company or any of its Subsidiaries, with such exceptions, in the case of each of
clauses (11) through (iv), as would not reasonably be expected to have, individually or in
the aggregate, a Company Material Adverse Effect.

3.5  Capitalization

(a) The authorized capital stock of the Company consists of 80,000,000
shares of common stock, par value $1.00 per share (the “Company Common Stock™), and
10,000,000 shares of preferred stock, par value $1.00 per share. As of the close of
business on March 27, 2007, (i) 30,644,228 shares of Company Common Stock were
issued and outstanding, (ii) no shares of preferred stock of the Company were issued and
outstanding, (iif) Company Stock Options to purchase an aggregate of 708,061 shares of
Company Common Stock were issued and outstanding (of which Company Stock Options
to purchase an aggregate of 659,063 shares of Company Common Stock were exercisable),
(iv) 24,751 shares of phantom stock were issued and outstanding, (v) 48,400 restricted
stock units were issued and outstanding and (vi) 157,850 shares of Company Common
Stock were issuable pursuant to the terms of restricted stock grants. As of December 31,
2006 an aggregate of 2,782,879 shares of Company Common Stock were reserved for
issuance under the Company Stock Plans. All outstanding shares of Company Common
Stock have been, and all shares that may be issued pursuant to any Company Stock Plan
will be, when issued in accordance with the respective terms thereof, duly authorized and
validly issued and are (or, in the case of shares that have not yet been issued, will be) fully
paid, nonassessable and free of preemptive rights. No shares of Company Common Stock
are owned by any Subsidiary or Affiliate of the Company. '

) Section 3.5(b) of the Company Disclosure Schedule sets forth, as of
the close of business on Match 27, 2007, a complete and correct list of all outstanding
Company Stock Options, including with respect to each such option, the number of shares
subject to such option, the name of the holder, the grant date and the exercise price per
share. The Company Stock Plans set forth on Section 3.5(b) of the Company Disclosure
Schedule are the only plans or programs the Company or any of its Subsidiaries maintains
under which stock options, restricted shares, restricted share umits, stock appreciation
rights, performance shares or other compensatory equity-based awards have been granted
and remain outstanding or may be granted. All Company Stock Options may, by their
terms, be treated in accordance with Section 2.6.

() Except as set forth in this Section 3.5 and for changes since March
27, 2007 resulting from the exercise of Company Stock Options outstanding on that date,
there are no outstanding (i) shares of capital stock or voting securities of the Company, (ii)
securities of the Company convertible into or exchangeable for shares of capital stock or
voting securities of the Company, (iii) options, warrants or other rights or arrangements to
acquire from the Company, or other obligations or commitments of the Company to issue,



any capital stock or other voting securities or ownership interests in, or any securities
convertible into or exchangeable for capital stock or other voting securities or ownership
interests in, the Company, (iv) restricted shares, restricted share wnits, stock appreciation
rights, performance shares, contingent value rights, “phantom” stock or similar securities
or rights that are derivative of, or provide economic benefits based, directly or indirectly,
on the value or price of, any capital stock of, or other voting securities or ownership
interests in, the Company (the items in clauses (1)-(iv) being referred to collectively as the
“Company Securities”), (v) voting trusts, proxies or other similar agreements or
understandings to which Company or any ¢f its Subsidiaries is a party or by which the
Company or any of its Subsidiaries is bound with respect to the voting of any shares of
capital stock of the Company or any of its Subsidiaries, (vi) obligations or commitments of
any. character restricting the transfer of, or requiring the registration for sale of, any shares
of capital stock of the Company or any of its Subsidiaries, or (vii) obligations or
commitments of any character of the Company or any of its Subsidiaries to repurchase,
redeem or otherwise acquire any of the Company Securities. Neither the Company nor any
of its Subsidiaries is a party to any voting agreement with respect to the voting of any
Company Securities.

{d) There are no outstanding bonds, debentures, notes or other
obligations of the Company the holders of which have the right to vote (or convertible into,
or exercisable or exchangeable for, securities having the right to vote) on any matter on
which the Company’s stockholders may vote.

3.6 Subsidiaries of the Company.

(a) Exhibit 21 to the Company’s Annual Report on Form 10-K for the
year ended December 31, 2006 filed with the SEC includes all Subsidiaries of the
Company that are Significant Subsidiaries. Each Significant Subsidiary of the Company is
validly existing and, to the extent applicable, in good standing under the laws of the
jurisdiction of its formation, has all requisite power to carry on its business as now being
conducted and is duly qualified to do business and is in good standing in each junisdiction
where such qualification is necessary, except where the failure to be so qualified would not
reasonably be expected, individually or in the aggregate, to have a Company Material
Adverse Effect.

) All of the outstanding capital stock of, or other voting securities or
ownership interests in, each Subsidiary of the Company, is owned by the Company,
directly or indirectly, free and clear of any Lien and free of any other limitation or
restriction (including any restriction on the right to vote, sell or otherwise dispose of such
capital stock or other voting securities or ownership interests). There are no outstanding (i)
secunities of the Company or any of its Subsidiaries convertible into or exchangeable for
shares of capital stock or other voting securities or ownership interests in any Subsidiary of
the Company, (i) options, warrants or other rights or arrangements to acquire from the
- Company or any of its Subsidiaries, or other obligations or commitments of the Company
or any of its Subsidiaries to issue, any capital stock of or other voting securities or
ownership interests in, or any securities convertible into or exchangeable for any capital
stock of or other voting securities or ownership interests in, any Subsidiary of the



Company, or (1ii) restricted shares, stock appreciation rights, performance shares,
contingent value rights, “phantom” stock or similar securities or rights that are derivative
of, or provide economic benefits based, directly or indirectly, on the value or price of, any
capital stock of, or other voting securities or ownership interests in, any Subsidiary of the
Company (the items in clauses (i)-(iii), in addition to all shares of capital stock or voting
securities of the Company’s Subsidiaries, being referred to collectively as the “Company
Subsidiary Securities”). There are no outstanding obligations of the Company or any of
its Subsidiaries to repurchase, redeem or otherwise acquire any of the Company Subsidiary
Securities.

(c)  Except for the Company Subsidiary Securities, neither the Company
nor any of its Subsidiaries directly or indirectly owns any equity, ownership, profit, voting
or similar interest in or any interest convertible, exchangeable or exercisable for, any
equity, profit, voting or similar interest in, any Person.

3.7 SEC Filings: Sarbanes-Qxley.

(a) The Company has filed with or furnished to the SEC all forms,
reports, schedules and other documents required to be filed or fumnished by the Company
since December 31, 2004 (collectively, the “Company SEC Reports™). As of the
respective dates they were filed or furnished (and if amended or superseded by a filing
prior to the date of this Agreement then on the date of such filing), (i) each Company SEC
Report complied in all material respects with the applicable requirements of the Securities
Act of 1933, as amended (the “Securities Act”), the Exchange Act and the Sarbanes-Oxley
Act of 2002 (the “Sarbanes-Oxley Act™), and (ii) none of the Company SEC Reports
contained any untrue statement of a material fact or omitted to state a material fact required
to be stated therein or necessary in order to make the statements made therein, in the light
of the circumstances under which they were made, not misleading. No Subsidiary of the
Company is required to file any form, report or other document with the SEC or any
similar Governmental Entity or any national securities exchange or quotation service,

) The Company has made available to Parent true, correct and
complete copies of all correspondence with the SEC since January 1, 2005. To the
knowledge of the Company, there is no ongoing SEC review of the Company SEC
Reports.

(©) The Company is in compliance in all material respects with (i) the
applicable provisions of the Sarbanes-Oxley Act and (ii) the applicable listing and
corporate govemance rules and regulations of the NYSE.

(d) The Company has established and maintained disclosure controls
and procedures (as defined in Rule 13a-15(e)} promulgated under the Exchange Act)
sufficient to ensure that all information that is required to be disclosed by the Company in
the reports that it files or submits under the Exchange Act is recorded, processed,
summarized and reported within the time periods specified in the rules and forms of the
SEC, and that all such information is accumulated and communicated to the Company’s
management as appropnate to allow timely decisions regarding required disclosure.
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(e) The Company has established and maintained internal controls over
financial reporting (as defined in Rule 13a-15(f) promulgated wmder the Exchange Act) to
provide reasonable assurance regarding the reliability of financial reporting and the
preparation of financial statements for external purposes in accordance with United States
generally accepted accounting principles (“GAAP”). To the Company’s knowledge, (i)
there are no significant deficiencies or material weaknesses in the design or operation of
the Company’s intemal controls over financial reporting which are reasonably likely to
adversely affect in any material respect the Company’s ability to record, process,
summarize and report financial information and (ii) there is no fraud, whether or not
material, that involves management or other employees who have a significant role in the
Company’s internal controls over financial reporting,

§3) Each of the chief executive officer and chief financial officer of the
Company has made all certifications required by Rule 13a-14 and 15d-14 under the
Exchange Act and Sections 302 and 906 of the Sarbanes-Oxley Act and any related rules

or regulations promuigated by the SEC or the NYSE, and the statements contained in such
certifications are complete and correct.

3.8 Financial Statements. Each of the consolidated financial statements
(including, in each case, any notes thereto) contained in the Company SEC Reports (the
“Company Financial Statements”) was prepared in accordance with GAAP applied on a
consistent basis throughout the periods indicated (except as may be indicated in the notes
thereto or, in the case of unaudited statements, as permitted by Form 10-Q of the SEC) and
each presents fairly, in all material respects, the consolidated financial position, results of
operations and cash flows of the Company and its consolidated Subsidiaries as at the
respective dates thereof and for the respective periods indicated therein, except as
otherwise noted therein (subject, in the case of unaudited statements, to the absence of
notes and normal and recurring year-end adjustments which would not reasonably be
expected to be, individually or in the aggregate, material to the Company and its
Subsidiaries taken as a whole). The most recent andited balance sheet of the Company
contained in the Company SEC Reports as of December 31, 2006 is hereiafter referred to
as the “Company Balance Sheet” and the date thereof is hereinafter referred to as the
“Company Balance Sheet Date.”

3.9  No Undisclosed Liabilities. The Company and ifs Subsidiaries have no
liabilities or obligations of any nature whatsoever, asserted or unasserted, known or
unknown, absolute or contingent, accrued or unaccrued, matured or unmatured or
otherwise, except: (a) liabilities or obligations disclosed and provided for in the Company
Balance Sheet or disclosed in the notes thereto; (b) liabilities or obligations incurred in the
ordinary course of business since the Company Balance Sheet Date; (c) liabilities or
obligations that would not reasonably be expected, individually or in the aggregate, to have
a Company Material Adverse Effect; and (d) liabilities or obligations incurred pursuant to
the transactions contemplated by, or permitted by, this Agreement.

3.10  Proxy Statement. The proxy statement of the Company (the “Proxy
Statement”), to be filed with the SEC for use in connection with the solicitation of proxies
from the Company’s stockholders in connection with the Merger and the Company
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Stockholder Meeting, and any amendments or supplements thereto, will when filed,
distributed or disseminated, as applicable, comply as to form in all material respects with
the applicable requirements of the Exchange Act. The Proxy Statement and any
amendment or supplement thereto, at each of (i) the time such Proxy Statement or any such
amendment or supplement is first mailed to stockholders of the Company and (ii) the time
such stockholders vote on adoption of this Agreement, will not contain any untrue
statement of a material fact or omit to state any material fact necessary in order to make the
statements made therein, in the light of the circumstances under which they were made, not
misleading. The representations and warranties contained in this Section 3.10 will not
apply to statements or omissions included in the Proxy Statement based upon information
fumished to the Company in writing by Parent or Merger Sub specifically for use therein.

3.11  Absence of Certain Changes or Events. Since the Company Balance Sheet
Date through the date hereof, the Company and its Subsidiaries have conducted their
respective businesses in the ordinary course and there has not been:

(a) any change, circumstance, event, occurrence or development that
has had or would reasonably be expected to have a Company Material Adverse Effect;.

)] any declaration, setting aside or payment of any dividend or other
distribution (whether in cash, stock or property) with respect to any Company Securities or
Company Subsidiary Securities (except for any dividends or other distributions by any
direct or indirect wholly-owned Subsidiary to the Company or a wholly-owned Subsidiary
of the Company), or any repurchase, redemption or other acquisition by the Company or
any of its Subsidiaries of any outstanding shares of capital stock or other securities of the
Company or any of its Subsidiaries;

(c) except as required by Applicable Law, any (i) increase or
modification in the compensation or benefits payable or to become payable to (A) its 15
most highly compensated employees or (B) any other employees, other than increases in
the ordinary course of business, or (ii) establishment, adoption, entry into or amendment of
any bonus, severance, termination, pension, insurance or other employee benefit plan,
agreement or arrangement made to, for or with any of its directors, officers or employees,
other than reimbursements and advances of expenses in the ordinary course of business;

(d) any material labor dispute, except for individual grievances, or, to
the knowledge of the Company, any activity or proceeding by a labor union or
representative thereof to organize any employees of the Company or any of its
Subsidiaries; :

(e) any material damage, destruction or loss with respect to the material
property and assets owned, leased or otherwise used by the Company or any of its
Subsidiaries, whether or not covered by insurance;

® any change in any method of accounting or accounting practices by

the Company or any of its Subsidiaries, except for any such change required by reason of a
concurrent change in GAAP, or as required by the Public Company Accounting Oversight
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Board, by Regulation S-X under the Exchange Act, or interpretations of GAAP as
announced by the Financial Accounting Standards Board (as agreed to by the Company’s
independent auditor);

(3] any material Tax election, material change in method of Tax
accounting or settlement of any material claim for Taxes; or

(h) any agreement, whether in writing or otherwise, to do any of the
foregoing.

3.12 Compliance with Law. The Company and each of its Subsidiaries are and,
since January 1, 2005 have been, in compliance in all material respects with all material
Applicable Laws and Orders. Neither the Company nor any of its Subsidiaries has
received any written notice since January 1, 2005 (i) of any administrative or civil, or
criminal investigation or audit by any Govemmental Entity relating to the Company or any
of its Subsidiaries, or (ii) from any Governmental Entity alleging that the Company or any
of its Subsidiaries is not in compliance in any material respect with any material
Applicable Law or Order. Each of the Company and its Subsidiaries has in effect all
material Governmental Authorizations necessary for it to own, lease or otherwise hold and
to operate its material properties and assets and to carry on its businesses and operations as
now conducted. To the knowledge of the Company, there have occurred no defaults (with
or without notice or lapse of time or both) under, violations of, or events giving rise to any
right of termination, amendment or cancellation of any such material Governmental
Authorizations.

3.13 Litigation. There is no material action, suit or proceeding, claim,
arbitration, litigation or investigation (each, an “Action”) pending or, to the Company’s
knowledge, threatened (1) against the Company or any of its Subsidiaries, or (ii) that
challenges or seeks to prevent, enjoin or otherwise delay the Merger. To the Company’s
knowledge, there is no Action against any current or former director or employee of the
Company or any of its Subsidiaries with respect to which the Company or any of its
Subsidiaries has or is reasonably likely to have an indemnification obligation. There is no
material unsatisfied judgment, penalty or award against or affecting the Company or any of
its Subsidiaries or any of their respective properties or assets. There is no material Order to

which the Company or any of its Subsidiaries or any of their respective properties or assets
are subject.

3.14 Contracts.

(@) “Material Contract” shall mean each Contract or series of related
Contracts to which the Company or any of its Subsidiaries is a party or is subject, or by
which any of their respective assets are bound:

6] for the purchase of matenals, supplies, goods, services,
equipment or other assets and that involves or would reasonably be expected to involve
aggregate paymentis by the Company or any of its Subsidiaries of $10,000,000 or more
(other than customary purchase orders made in the ordinary course of business and
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customary Contracts for the purchase of raw materials and supplies made in the ordinary
course of business);

(i)  (A) for the sale by the Company or any of its Subsidiaries of
materials, supplies, goods, services, equipment or other assets, and that provides for
aggregate payments to the Company or any of its Subsidiaries of $10,000,000 or more, or
(B) pursuant to which the Company or any of its Subsidiaries received payments of more
than $10,000,000 in the year ended December 31, 2005 or 2006 or expects to receive
payments of more than $10,000,000 in the year ending December 31, 2007, except, in each
case, for customary sales orders made in the ordinary course of business and customary
Contracts for the sale of inventory and goods made in the ordinary course of business;

(i)  that requires the Company or any of its Subsidiaries to
purchase its total requirements of any product or service from a third party or that contains
“take or pay” provisions;

(iv)  that continues over a period of more than twelve (12) months
from the date hereof and provides for payments to or by the Company or any of its
Subsidiaries exceeding $10,000,000, except for arrangements disclosed pursuant to
subparagraphs (1) and (i1) above;

v) that is an employment, consulting, termination or severance
Contract, except for any such Confract that is terminable at-will by the Company or any of
its Subsidiaries without liability to the Company or such Subsidiary;

(vi)  thatis a partnership or joint venture Contract;

(vi1)  that is a marketing alliance;

(viii) that is a (A) Lease or (B) Contract for the lease of personal
property, in each case which provides for payments to or by the Company or any of its
Subsidiaries in any one case of $10,000,000 or more over the term of the lease;

(ix)  with any Governmental Entity;

x) with any current or former director or officer;

(xi)  thatis a note, debenture, bond, equipment trust, letter of
credit, loan or other Contract for Indebtedness or lending of money (other than advances or
reimbursements to employees in the ordinary course of business) owing to the Company or

Contract for a line of credit or guarantee, pledge or undertaking of the Indebtedness of any
other Person;

(xi))  for a charitable or political contribution in excess of
$100,000;

(xiii) for any capital expenditures or leasehold improvements in
excess of $10,000,000;
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(xiv) that restricts or purports to restrict the right of the Company
or any of its Subsidiaries to engage in any line of business, acquire any property, develop
or distribute any product or provide any service (including geographic restrictions) or to
compete with any Person or granting any exclusive distribution rights, in any market, field
or territory;

(xv) that relates to the acquisition or disposition of any material
business (whether by merger, sale of stock, sale of assets or otherwise); and

(xvi) thatis a collective bargaining Contract with any labor
organization, union or association.

(b) Set forth in Section 3.14(b) of the Company Disclosure Schedule is
a complete and accurate list of each Material Contract existing as of the date of this
Agreement. Each Matenal Contract is in full force and effect in all material respects and
valid and enforceable in accordance with its terms, except as such enforceability may be
limited by bankruptcy, insolvency, reorganization, moratorium or other similar laws
affecting or relating to creditors’ rights generally, and the availability of injunctive relief
and other equitable remedies.

(c)  Neither the Company nor any of its Subsidiaries is, and to the
Company’s knowledge, no other party thereto is, in material default in the performance,
observance or fulfillment of any obligation, covenant, condition or other term contained in
any Material Contract, and neither the Company nor any of its Subsidiaries has given or
received written notice to or from any Person relating fo any such alleged or potential
defantlt that has not been cured. To the knowledge of the Company, no event has occurred
that, with or without the giving of notice or lapse of time, or both, would conflict with or
result in a matenal violation or breach of, or give any Person the right to exercise any
material remedy under or accelerate the maturity or performance of, or cancel, terminate or
modify, any Material Contract.

(d) The Company has provided accurate and complete copies of each
Material Contract to Parent.

3.15 Taxes.

(a) “Tax” or “Taxes” means any and all federal, state, local, or foreign
net or gross income, gross receipts, net proceeds, sales, use, ad valorem, value added,
franchise, bank shares, withholding, payroll, employment, excise, property, deed, stamp,
alternative or add-on minimum, environmental, profits, windfall profits, transaction,
license, lease, service, service use, occupation, severance, energy, unemployment, social
security, workers’ compensation, capital, premium, and other taxes, assessments, customs,
duties, fees, levies, or other governmental charges of any nature whatever, whether
disputed or not, together with any interest, penalties, additions to tax, or additional
amounts with respect thereto. “Tax Returns” means any return, declaration, report, claim
for refund, or information return or statement relating to Taxes, including any schedule or
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attachment thereto, and including any amendment thereof. “Taxing Authority” means
any Governmental Entity having jurisdiction with respect to any Tax.

(®)  Each of the Company and its Subsidiaries has timely filed all
material Tax Refurns required to have been filed by or with respect to the Company or
such Subsidiary. Each such Tax Retum is correct and complete in all material respects.
All Taxes owed by the Company and each Subsidiary of the Company (whether or not
shown on any Tax Return) have been timely paid. Each of the Company and its
Subsidiaries has adequately provided for, in its books of account and related records, all
liability for all unpaid Taxes, being current Taxes not yet due and payable, as well as
reserves for Taxes that are in dispute with any Taxing Authority or that may reasonably be
expected to be in dispute in the future.

(c)  Each of the Company and its Subsidiaries has withheld and timely
paid all material Taxes required to have been withheld and paid by it and has complied in
all material respects with Applicable Law relating to the withholding of Taxes.

(d) There is no material claim, audit, action, suit or proceeding pending,
or, to the Company’s knowledge, threatened in writing against or with respect to the
Company or any of its Subsidiaries in respect of any Tax or Tax Retum nor, to the
Company’s knowledge, is there any investigation with respect to the Company or any of ifs
Subsidiaries in respect of any material Tax or Tax Return. There are no material Liens for
Taxes (other than for current Taxes not yet due and payable) upon the assets of the
Company.

(e) No claim has been made by an authority since January 1, 2002 in a
jurisdiction where the Company or any of its Subsidiardes does not file Tax Returns that
any of them 1s or may be subject to taxation by that jurisdiction or that any of them must
file Tax Retums.

)] Neither the Company nor any of its Subsidiaries has ever been a
United States real property holding corporation within the meaning of Section 897(c)(2) of

the Code. The Company is not a “foreign person” within the meaning of Section 1445 of
the Code.

(8)  Neither the Company nor any of its Subsidiaries has been the
“distributing corporation” (within the meaning of Section 355(c)(2) of the Code) with
respect to a transaction described in Section 355 of the Code within the 3-year period
ending as of the date of this Agreement. Neither the Company nor any of its Subsidiaries
has received (or is subject to) any ruling from any Taxing Authority or has entered into (or
is subject to) any agreement with a Taxing Authority.

() Neither the Company nor any of its Subsidiaries (i) has ever been 2
party to any Tax allocation or sharing agreement or Tax indemnification agreement, (ii)
within the past three years has been a member of an affiliated, consolidated, condensed or
unitary group that did not include the Company or (iii) within the past three years has
received written notice from any Tax Authority or other Person that it has or may have
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liability for or obligation to pay Taxes of any other Person under Treas. Reg. 1.1502-6 (or
any similar provision of Tax law), or as transferee or successor, by contract or otherwise.

) The Company has not entered into any transaction that constitutes a
“listed transaction” within the meaning of Treasury Regulation Section 1.6011-4(b)(2).

3.16 Emplovee Benefits.

(@) “Company Benefit Plans™ shall mean, collectively, all material
“employee benefit plans™ (within the meaning of Section 3(3) of the Employee Retirement
Income Security Act of 1974, as amended (“ERISA”™)), and all severance, change in
control or employment plans, programs or agreements, and vacation, incentive, bonus,
stock option, stock purchase, and restricted stock plans, programs or policies sponsored or
maintained by the Company or any ERISA Affiliate, in which present or former employees
of the Company or any ERISA Affiliate participate. “ERISA Affiliate” shall mean any
entity which is a member of a “controlled group of corporations™ with, is under “common
control” with, or is a member of an “affiliated service group” with, the Company or any of
its Subsidiaries, as defined in Section 414(b), {c), (m) or (o) of the Code. Section 3.16(a)
of the Company Disclosure Schedule sets forth a list of all Company Benefit Plans
sponsored or maintained by the Company or by Lone Star Steel Company, L.P.

®) The Company Benefit Plans are in compliance with all applicable
requirements of ERISA, the Code, and other Applicable Laws and have been administered
in accordance with their terms and such laws, except where the failure to so comply or to
be so administered would not be material. Each Company Benefit Plan that is intended to
be qualified within the meaning of Section 401 of the Code is so qualified and no event has
occurred since the date of the most recent determination letter or application therefor
relating to any such Company Benefit Plan that would adversely affect the qualification of
such Company Benefit Plan, except for any event which can be corrected under the
Internal Revenue Service sponsored Employee Plans Compliance Resolution System
without material liability of the Company or an ERISA Affiliate.

©) All material contributions, premiums and benefit payments under or
in connection with the Company Benefit Plans that are required to have been made as of
the date hereof in accordance with the terms of the Company Benefit Plans or applicable
law have been timely made or have been reflected on the Company Balance Sheet. No
Company Benefit Plan that is subject to the minimum fimding requirements set forth in
Section 412 of the Code (“Company Pension Plan™) has had, since January 1, 2004, an
“accumulated funding deficiency” as defined in Section 412(a) of the Code (whether or not
waived), and all quarterly contributions required to be made to any Company Pension Plan
under Section 412(m) of the Code have been made timely and in full. To the knowledge of
the Company, as of the Closing, there will be no material liability of the Company, any
Subsidiary or any ERISA Affiliate under any insurance policy pertaining to a Company
Benefit Plan, or ancillary agreement with respect to such insurance policy, in the nature of
a retroactive rate adjustment, loss sharing arrangement or other actual or contingent
liability arising wholly or partially out of events occurring prior to the Closing.
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(d) There are no pending or, to the knowledge of the Company,
threatened claims and no pending or, to the knowledge of the Company, threatened
litigation with respect to any Company Benefit Plans, other than ordinary and usual claims
for benefits by participants and beneficiaries. No Company Benefit Plan is currently the
subject of (i) an audit, inquiry or investigation initiated by the SEC, Intemnal Revenue
Service, Department of Labor or Pension Benefit Guaranty Corporation or (ii) any material
Contract, Order or other understanding between the Company or any ERISA Affiliate, on
the one hand, and any of the SEC, Inteinal Revenue Service, Department of Labor or
Pension Benefit Guaranty Corporation on the other.

()  No Company Benefit Plan is a “multiemployer plan™ as that term is
defined in Section 3(37) of ERISA. No Company Benefit Plan covers solely or primarily
employees of the Company or any ERISA Affiliate who reside permanently outside the
United States.

3.17 Properties.

(a) With respect to all personal properties and assets that are reflected as
owned on the Company Balance Sheet (other than personal properties and assets disposed
of in the ordinary course of business since the date thereof), the Company or one of its
Subsidiaries has good and valid title to all of such properties and assets, free and clear of
all Liens other than Permitted Liens. “Permitted Liens” means (i) Liens for Taxes,
assessments and governmental charges or levies (A) not yet due and payable and with
respect to which the Company maintains adequate. reserves or (B) being contested in good
faith by appropriate proceedings, (i) Liens imposed by Applicable Law which are not yet
due and payable and have arisen in the ordinary course of business or for which
appropriate reserves have been established by appropriate proceedings, (iii) pledges or
deposits to secure obligations under workers’ compensation laws or similar legislation or
to secure public or statutory obligations, (iv) any Liens the existence of which are reflected
in the Company Financial Statements, (v) Liens securing obligations under the Company’s
credit agreement dated December 14, 2006, (vi) zoning, building restrictions, easements,
covenants, rights-of-way and other similar restrictions that do not adversely affect in any
material respect the current use of the applicable Company property, (vii) workers’,
carriers’ and mechanics’ or other like Liens incurred in the ordinary course of business,

and (viii) Liens that do not materially interfere with the present use of the properties they
affect.

) With respect to personal properties and assets that are leased, the
Company or one of its Subsidiaries has a valid leasehold interest in such properties and
assets and all such leases are in full force and effect in all material respects and, to the
knowledge of the Company, constitute valid and binding obligations of the other party(ies)
thereto, except as such obligations may be limited by bankruptcy, insolvency,
reorganization, moratorium or other similar laws affecting or relating to creditors” rights
generally, and the availability of injunctive relief and other equitable remedies. Neither the
Company nor any of its Subsidiaries nor, to the Company’s knowledge, any other party
thereto is in violation in any material respect of any of the terms of any such lease.
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3.18 Real Property.

(a) The Company Disclosure Schedule contains, as of the date hereof,
(i) a list of all material real property and interests in real property owned in fee by the
Company or any of its Subsidiaries (the “Owned Real Property™), and (ii) a list of all
material real property and interests in real property leased by the Company or any of its
Subsidiaries or in which the Company has any rights (the “Leased Real Property” and
together with the Owned Real Property, the “Real Property™). The Real Property listed
on the Company Disclosure Schedule includes all interests in real property used in or
necessary for the conduct of the businesses and operations of the Company and its
Subsidiaries as currently conducted.

(b)  With respect to each parcel of Owned Real Property:

1) The Company or one of its Subsidiaries has valid title to
each such parcel of Owned Real Property free and clear of all Liens, except Permitted
Liens.

(i)  To the knowledge of the Company, all buildings, structures
and facilities located on, and improvements to, such parcel of Owned Real Property do not
encroach on any easement, right of way or other encumbrance which burdens any portion
of the Owned Real Property and no structures, facilities or other improvements on any
parcel adjacent to the Owned Real Property encroach onto any portion of the Owned Real
Property other than any encroachments that, individually or in the aggregate, would not
reascnably be expected to have 2 Company Material Adverse Effect.

(iif)  There are no outstanding options or rights of first refusal to
purchase any Owned Real Property.

(c) With respect to Leased Real Property, the Company has made
available to Parent a true and complete copy of each real property lease pursuant to which
the Comparty or any Subsidiary of the Company is a party or by which any of them is -
bound (each, a “Lease”). The Company or one of its Subsidiaries has peaceful, |

- undisturbed and exclusive possession of the Leased Real Property, except where the failure

to have such possession, individually or in the aggregate, would not reasonably be
expected to have a Company Material Adverse Effect.

@ The uses for which the buildings, facilities and other improvements
located on the Real Property are zoned do not restrict or impair in any material respect the
use of the Real Property for purposes of the business conducted by the Company and its
Subsidiaries. Neither the Company nor any of its Subsidiaries has received any written
notice from any Governmental Entity or other Person that the Real Property does not
comply with all applicable building and zoning codes, deed restrictions, ordinances and
rules, except for any non-compliance that, individually or in the aggregate, would not
reasonably be expected to have a Company Material Adverse Effect.

(e) No Governmental Entity having the power of eminent domain over
the Real Property has provided written notice to the Company that it intends to exercise the
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power‘of eminent domain or a similar power with respect to all or any part of the Real
Property.

® The Real Property is in suitable condition for the businesses of the
‘Company and its Subsidiaries as currently conducted, except where any failure to be in

suitable condition, individually or in the aggregate, would not reasonably be expected to
have a Company Material Adverse Effect.

3.19 Inteliectual Property.

(a) As used in this Agreement, “Intellectual Property” means; (i)
confidential and proprietary information and materials, including inventions (whether or
not patentable), trade secrets, technical data, databases, customer lists, designs, tools,
methods, processes, technology, ideas, know-how, source code and product road maps
(“Proprietary Information”); (i) trademarks and service marks (whether or not
registered), trade names, logos, trade dress and other source or business identifiers and all
goodwill associated therewith (“Marks™); (iii) documentation, marketing materials, web-
sites, specifications, mask works, drawings, graphics, databases, recordings and other
works of authorship, whether or not protected by Copyright; (iv) computer programs,
including any and all software implementations of algorithms, models and methodologies,
whether in source code or object code, design documents, flow-charts, user manuals and
training materials relating thereto and any translations thereof; and (v) all forms of legal
rights and protections that may be obtained for, or may pertain to, the Intellectual Property
set forth in clauses (i) through (iv) in any country of the world (“Intellectual Property
Rights™), including all letters patent, patent applications, provisional patents, design
patents, PCT filings, invention disclosures and other rights to inventions or designs
(“Patents™), all registered and unregistered copyrights in both published and unpublished
works (“Copyrights™), all trademark rights, trade secret rights, mask work rights, moral
rights or other literary property or authors rights, and all applications, registrations,
issuances, divisions, continuations, renewals, reissuances and extensions of the foregoing.

(b) The Company and/or one or more of its Subsidiaries (i) solely own
in all material respects free and clear of Liens the entire right, interest and title to all
Intellectual Property that is used in and necessary for the businesses of the Company and
its Subsidiaries as such businesses are currently conducted (including the design,
manufacture, license and sale of all products currently in production and, to the knowledge
of the Company, under development) except for any obligations under licenses with
respect to Intellectual Property, or (ii) otherwise rightfully use or otherwise enjoy in all
matenial respects such Intellectual Property pursuant to the terms of a valid and enforceable
license (collectively, the “Company Intellectual Property™).

(c) All registration, maintenance and renewal fees related to Patents,
Marks or Copyrights that are used in and necessary for the businesses of the Company and
its Subsidiaries and that have been applied for and/or issued or granted (“Company
Registered Items”) that are currently due have been paid and all documents and
certificates related to such Company Registered Items have been filed with the relevant
Govemnmental Entity or other authorities in the United States or foreign jurisdictions, as
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the case may be, for the purposes of maintaining such Company Registered Items. All
Company Registered Items are held in compliance in all material respects with all
applicable legal requirements and enforceable in all material respects by the Company
and/or one or more of its Subsidiaries.

(d)  The Company has not received any written assertions within the past
six years that any Company Intellectual Property is invalid or unenforceable.

(e)  To the knowledge of the Company, none of the products or services
developed manufactured, sold, distributed, provided, shipped or licensed by the Company
or any of its Subsidiaries, or which are under development, has infringed or infringes upon,
or otherwise unlawfully used or uses, the Intellectual Property Rights of any third party.
To the knowledge of the Company, neither the Company nor any of its Subsidiaries, by
conducting its business as currently conducted, has infringed or infringes upon, or
otherwise unlawfully used or uses, any Intellectual Property Rights of a third party in any
material respect,

® The Company and its Subsidiaries have taken reasonable steps to
protect and preserve in all material respects the confidentiality of all Proprietary
Information owned by the Company or any of its Subsidiaries that is not covered by an
issued Patent or pending application and that is used in the businesses of the Company and -
its Subsidianes.

3.20 Labor Matters.

(a) Section 3.20(a) of the Company Disclosure Schedule lists each labor
or collective bargaining Contract to which the Company or any of its Subsidiaries is a
party or by which the Company or any of its Subsidiaries is bound (individually a
“Company CBA” and collectively “Company CBAs™).

) To the knowledge of the Company: (i) there are no pending or
threatened labor disputes, work stoppages, lockouts, requests for representation, union
organizing campaigns, pickets, work slow-downs due to labor disagreements or any
actions or arbitrations which involve the labor or employment relations of the Company or
any of its Subsidiaries; (ii) there is no unfair labor practice charge or complaint pending,
unremedied, unresolved or threatened before the National Labor Relations Board; (jii)
there are no pending or unremedied grievances, arbitrations, or labor and employment
lawsuits (including lawsuits relating to wages, hours, terms and conditions of employment,
employee benefits, immigration, non-discrimination, collective bargaining, mass layoffs,
plant closings, and occupational safety and health) that could reasonably be expected to
impose a liability in excess of $100,000 with respect to any individual claim or $300,000
in the aggregate; and (1v) there is no pending or, to the knowledge of the Company,
threatened governmental investigation, proceeding, claim, suit or other legal action relating
to the Company’s compliance with labor and employment laws that could reasonably be
expected o impose a liability in excess of $100,000 with respect to any individual claim or
$300,000 in the aggregate.
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3.21 Enpvironmental

(a) As used in this Agreement, the following words and terms have the
following definitions:

)] “CERCLA” means the Comprehensive Environmental
Response, Compensation, and Liability Act, 42 U.S.C. Section 9601 et seq.

(i) “Environment” means all air, surface water, groundwater,
land, including land surface or subsurface, including all fish, wildlife, biota and all other
natural resources.

(i)  “Environmental Action” means any claim, proceeding or
other Action brought or threatened in writing under any Environmental Law.

(iv)  “Environmental Clean up Site” means any location that is
listed on the National Priorities List, listed as an “Active” site on the Comprehensive
Environmental Response, Compensation and Liability Information System list, or on any
‘equivalent state or foreign list of sites currently requiring investigation or cleanup but
excluding any location for which a no further action letter, closure letter or similar
documentation has been issued but such exclusion is only to the extent and scope of such
no further action or closure letter or similar documentation.

W) “Envirenmental Laws” means any and all Applicable Laws
and Govemmental Authorizations issued, promulgated or entered into by any
Govemnmental Entity relating to the Environment, preservation or reclamation of natural
resources, ot to the management, handling, use, generation, treatment, storage,
transportation, disposal, manufacture, distribution, formulation, packaging, labeling,
Release or threatened Release of Hazardous Substances now existing, including:
CERCLA, the Federal Water Pollution Control Act, 33 U.S.C. Section 1251 et seq.; the
Clean Air Act, 42 U.S.C. Section 7401 et seq.; the Toxic Substances Control Act, 15
U.S.C. Section 2601 et seq.; the Emergency Planning and Community Right to Know Act
of 1986, 42 U.S.C. Section 11001 et seq.; the Safe Drinking Water Act, 42 U.S.C. Section
300(f) et seq.; the Hazardous Materials Transportation Act, 49 U.S.C. Seciion 1801 et seq;
the Federal Insecticide, Fungicide and Rodenticide Act 7 U.S.C. Section 136 et seq.; the
Resource Conservation and Recovery Act of 1976, 42 U.S.C. Section 6901 et seq.; the Oil
Pollution Act of 1990, 33 U.S.C. Section 2701 et seq.; and any similar or implementing
foreign, state or local law or regulations promulgated thereunder; and any common law
doctrine, including negligence, nuisance, trespass, personal injury, or property damage
related fo or arising out of the presence, Release, or exposure to Hazardous Substances,

(vi)  “Environmental Liabilities™ means liabilities based upon or
ansing out of (A) the ownership or operation of the business of the Company or any of its
Subsidiaries or (B) the ownership, operation or condition of the Real Property or any other
real property currently or formerly owned, operated or leased by the Company or any of its
Subsidiaries, in each case to the extent based upon or arising out of (i) Environmental Law,
(i1) a failure to obtain, maintain or comply with any Environmental Permit or (iii) a

22



Release of any Hazardous Substance into the Environment, whether on-site or at an off-site
disposal or treatment site.

(vii) “Envirenmental Permit” means any Govemmental
Authorization under Environmental Law.

(viii) “Hazardous Substances™ means all material, substance or
waste that is classified, regulated or characterized as hazardous, toxic, pollutant or
contaminant vnder Environmental Laws, including petroleumn and petroleum products
(including crude oil or any fraction thereof), asbestos or asbestos containing materials.

(ix)  “Release” means any spilling, leaking, pumping, pouring,
emitting, emptying, discharging, injecting, escaping, leachmg, dumping or disposing of
Hazardous Substances into the Environment.

¢33 Except as would not be reasonably expected to have a Company
Material Adverse Effect;

(1) Each of the Company and its Subsidiaries is and, since
January 1, 2002, has been in compliance with Environmental Laws, which compliance
includes obtaining, maintaining and complying with all Environmental Permits required in
connection with its operations and the Real Property;

(i)  There are no pending or, to the Company’s knowledge,
threatened Environmental Actions against or affecting the Company or any of iis
Subsidiaries. To the Company’s knowledge, there are no facts or circumstances which
reasonably could be expected to form the basis for a material Environmental Action
against the Company or any of ifs Subsidiaries;

(iify  Neither the Company nor any of its Subsidiaries has entered
nto, agreed to or is the subject of any Order, which remains in effect with prospective
requirement, relating to compliance with any Environmental Law or to investigation or
cleanup of a Hazardous Substance under any Environmental Law;

(iv)  No Lien has been attached to, or asserted against, the assets,
property or rights of the Company or any of its Subsidiaries pursuant to any Environmental
Law;

) Neither the Company nor any of its Subsidiaries has received
a CERCLA 104(e) information request nor has the Company or any of its Subsidiaries
been named a potentially responsible party for any National Priorities List site under
CERCLA or any site under analogous state law. Neither the Company nor any of its
Subsidiaries has received an analogous notice or request from any non U.S. Governmental
Entity;

(vi)  Neither the Company nor any of 1ts Subsidiaries has received

written notice from a Governmental Entity that if is considered to be a potentially
responsible party at any National Priorities List site under CERCLA or at any equivalent
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state list site as a result of its transporting or arranging for the treatment, storage, handling,
disposal, or transportation of any Hazardous Substance to any off site location which is an
Environmental Clean up Site;

(vii) None of the Real Property is an active Environmental Clean
Up Site requiring actions other than investigation, remediation, periodic monitoring and
reporting, which activities have been disclosed to Parent; and

(viii) The Company has provided or made available to Parent prior
to the closing true and complete copies of, or access to, all material written environmental
assessment materials and reports that have been prepared by or on behalf of the Company
or any of its Subsidiaries in the past five (5) years.

(c) This Section 3.21 shall constitute the sole and exclusive
representation and wairanty relating to environmental matters including matters related to
Environment, Environmental Laws, Hazardous Substances, Environmental Actions and
Environmental Clean Up Sites.

3.22 Related Party Transactions. There are no Contracts by the Company or any
of its Subsidiaries with, or for the benefit of, any officer or director of the Company or, to
the knowledge of the Company, any Affiliate of any of them, except in each case, for (a)
employment agreements, fringe benefits and other compensation paid to directors, officers
and employees consistent with previously established policies, (b) reimbursements of
ordinary and necessary expenses incurred in connection with their employment or service,
and (c) amounts paid pursuant to Company Benefit Plans.

3.23  Certain Business Practices. Since January 1, 2005, neither the Company
nor any of its Subsidiaries nor, to the knowledge of the Company, any director, officer,
agent or employee of the Company or any of its Subsidiaries has, in the course of his or her
duties on behalf of the Company or any of its Subsidiaries (i) used any funds for unlawful
contnibutions, gifts, entertainment or other expenses relating to political activity or for the
business of the Company or any of its Subsidiaries, (ii) made any bribe or kickback, illegal
political contribution, unlawful payment from corporate funds to foreign or domestic
government officials or employees or to foreign or domestic political parties or campaigns
or violated any provision of the Foreign Corrupt Practices Act of 1977, or (iii) made any
other unlawful payment.

3.24 Insurance.

(a)  The Company Disclosure Schedule sets forth, as of the date of this
Agreement, an accurate and complete list of each insurance policy, binder of insurance and
fidelity bond which covers the Company or any ofits Subsidiaries or their respective
businesses, properties, assets, directors or employees (the “Policies™).

® The Company Disclosure Schedule describes any self-insurance
arrangement by or affecting the Company or any of its Subsidiaries, including any reserves
thereunder, and describes the loss experience for all claims that were self-insured in the
current year and the preceding three years.

24



© To the knowledge of the Company, all Policies are enforceable in
accordance with their terms, except as such enforceability may be limited by bankruptcy,
insolvency, reorganization, moratorium or other similar laws affecting or relating to
creditors’ rights generally, and the availability of injunctive relief and other equitable
remedies. To the knowledge of the Company, such Policies are sufficient for compliance
with all laws and Contracts to which the Company or any of its Subsidiaries is a party or
by which it is bound.

(d)  Neither the Company nor any of its Subsidiaries has received a
written notice of cancellation of any Policy or of any material changes that are required in
the conduct of the business of the Company or any of its Subsidiaries as a condition to the
continuation of coverage under, or renewal of, any such Policy. To the knowledge of the
Company, there is no existing default or event which, with the giving of notice or lapse of
time or both, would constitute a default under any Policy or entitle any insurer to terminate
or cancel any Policy. The Company has not received written notice of any threatened
termination of, or material premium increase with respect to, any Policy and none of such
Policies provides for retroactive premium adjustments,

3.25 Product Warranty.

(a) To the knowledge of the Company, there are no warranties (express
or implied) outstanding with respect to any products currently or formerly manufactured,
sold, distributed, provided, shipped or licensed (“Products™), or any services rendered, by
the Company or any of its Subsidiaries, except (x) those set forth in the standard conditions
of sale or service, (y) those for which reserves have been established on the Company
Financial Statements in accordance with GAAP, or (z) those implied by Applicable Law.

(b) To the knowledge of the Company, (1) each Product manufactured,
sold, distributed, provided, shipped or licensed, or service rendered, by the Company or
any of its -Subsidiaries has been in conformity in all material respects with all applicable
contractual commitments and warranties, (ii) there are no material design, manufacturing
or other defects, latent or otherwise, with respect to any Products and (iii} each Product
that has been manufactured, sold, distributed, provided, shipped or licensed prior to
Closing contains all warnings required by Applicable Law and such warnings are in
accordance with reasonable industry practice.

3.26  Opinion of Financial Advisor. The financial advisor to the Company,
Goldman, Sachs & Co. (the “Company Financial Adviser™), has delivered fo the
Company an opinion, dated the date of this Agreement, to the effect that, as of such date
and based upon and subject to the qualifications and assumptions set forth therein, the
Merger Consideration is fair from a financial point of view to the Company Stockholders.

3.27 Brokers or Finders. There is no investment banker, broker, finder, financial
advisor or other intermediary which has been retained by or is authorized to act on behalf
of the Company or the Company Stockholders who 15 entitled to any fee or commission in
connection with the transactions contemplated by this Agreement, other than the Company
Financial Advisor.
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3.28 Antitakeover Statutes. Assuming the representation in Section 4.8 is true,
the Company has taken all action necessary to exempt the Merger, this Agreement and the
transactions contemplated hereby from Section 203 of the DGCL. Neither such Section
nor any other anti-takeover or similar law applies to any of those transactions. No other
“control share acquisition,” “fair price,” “moratorium™ or other anti-takeover laws apply to
this Agreement or any of the fransactions contemplated hereby. The Company has no
nghts plan, “poison-pill” or other similar agreement or arrangement.

ARTICLELV -

REPRESENTATIONS AND WARRANTIES OF PARENT

Parent represents and warrants to the Company that:

4.1 Organization and Good Standing. Each of Parent and Merger Sub is a
corporation duly organized, validly existing and in good standing under the laws of the
state of its incorporation and has all corporate powers required to carry on its business as
now conducted. Since the date of its incorporation, Merger Sub has not engaged in any
activities other than in connection with or as contemplated by this Agreement.

4.2  Authoritv and Enforceability. Each of Parent and Merger Sub has all
requisite corporate power and authority to enter into this Agreement, to perform its
obligations hereunder and to consummate the transactions contemplated hereby. The
execution, delivery and performance by each of Parent and Merger Sub of this Agreement
and the consummation by each of them of the transactions contemplated hereby have been
duly anthorized by all necessary corporate action on the part of Parent and Merger Sub.
This Agreement has been duly executed and delivered by each of Parent and Merger Sub
and assuming the due execution of this Agreement by the Company, constitutes the valid
and binding obligation of each of them, enforceable against Parent and Merger Sub in
accordance with its terms, except as such enforceability may be limited by bankruptcy,
msolvency, reorganization, moratorium or other similar laws affecting or relating to
creditors’ rights generally, and the availability of injunctive relief and other equitable
remedies.

4.3  Govemmental Authorizations. The execution, delivery and performance by
Parent and Merger Sub of this Agreement and the consummation by Parent and Merger
Sub of the transactions contemplated hereby require no action by or in respect of, or filing
with, any Governmental Entity, other than (i) compliance with the applicable requirements
of (A) the HSR Act and (B) the Other Antitrust Laws, (ii) the filing of the Certificate of
Merger with the Delaware Secretary of State, (1ii) such filings under the Exchange Act and
the Securities Act as may be required in connection with this Agreement and the
fransactions contemnplated hereby and (iv) such filings under the rules of the NYSE as may
be required in connection with this Agreement and the transactions contemplated hereby.

44  Non-Contravention. The execution, delivery and performance by Parent
and Merger Sub of this Agreement and the consummation by Parent and Merger Sub of the
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transactions contemplated hereby do not and will not (i) contravene, conflict with, or result
in any violation or breach of any provision of the certificate of incorporation or bylaws of
Parent or Merger Sub, (i) assuming compliance with the matters referred to in Section 4.3,
contravene, conflict with or result in a violation or breach of any provision of any
Applicable Law or Order, (1ii) require any consent or other action by any Person under,
constitute a default, or an event that would, with or without notice or lapse of time or both,
constitute a default under, or cause or permit the termination, cancellation, acceleration or
other change of any right or obligation or the loss of any benefit to which Parent or any of
its Subsidiaries is entitled under, any provision of any Contract binding upon Parent or
Merger Sub, or any Governmental Authorization affecting Parent or Merger Sub, with
such exceptions, in the case of each of clauses (ii) and (iii) above, as would not reasonably
be expected to prevent, materially delay or materially impair Parent’s or Merger Sub’s
ability to consummate the transactions contemplated by this Agreement.

4.5  Proxy Statement. The information with respect to Parent and any of its
Subsidiaries that Parent fumnishes to the Company in writing specifically for use in the
Proxy Statement will not contain any untrue statement of a material fact or omit to state
any matenal fact required to be stated therein or necessary in order to make the statements
made therein, in the light of the circumstances under which they were made, not
misleading, as supplemented or amended, if applicable, at each of (i) the time such Proxy
Statement or any amendment or supplement thereto is first mailed to stockholders of the
Company and (11) at the time such stockholders vote on adoption of this Agreement,

4.6  Availability of Funds. As of the Closing Date Parent will have sufficient

. cash, available lines of credit or other sources of immediately available funds to enable it
to pay the aggregate Merger Consideration pursuant to Article IT and otherwise
consummate the transactions contemplated by this Agreement.

4.7  Brokers or Finders. Except for JP Morgan Securities, whose fees will be
paid by Parent, there is no investment banker, broker, finder, financial advisor or other
internediary that has been retained by or is authorized to act on behalf of Parent who is

entitled to any fee or commission in connection with the fransactions contemplated by this
Agreement.

4.8  Antitakeover Statutes. None of Parent, Merger Sub or any of their
respective “affiliates” or “associates™ is, or has been within the last three years, an

“interested stockholder” of the Company as those terms are defined in Section 203 of the
DGCL.

ARTICLEV

COVENANTS OF THE COMPANY

5.1 Conduct of the Business, From the date of this Agreement until the
Effective Time, the Company shall, and shall cause each of its Subsidiaries to, conduct its
business in the ordinary course consistent with past practice and in compliance with
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Applicable Laws, use commercially reasonable efforts to (i) preserve intact its assets and
business organization, (il) maintain in effect all of its material Governmental
Authorizations, (ii1) keep available the services of its directors and officers and employees
in the aggregate and (iv) maintain satisfactory relationships with its customers, partners,
suppliers, distributors and others having material business relationships with it; provided,
that the Company’s inability to keep available any such services or maintain any such
relationships after using commercially reasonable efforts shall not be a breach of this
Section 5.1. Without limiting the generality of the foregoing, from the date of this
Agreement until the Effective Time, except as set forth in Section 5.1 of the Company
Disclosure Schedule or with the prior written consent of Parent (which consent, in the
cases of subparagraph (e), (h), (), (k), 1), (), {0) and, solely with respect to matters
covered by the foregoing subparagraphs, (p), shall not be unreasonably withheld,

conditioned or delayed), the Company shall not, nor shall it permit any of its Subsidiaries
to:

(a) amend its certificate of incorporation, bylaws or other comparable
charter or organizational documents (whether by merger, consolidation or otherwise);

(b) (i) declare, set aside or pay any dividends on, or make any other
distributions (whether in cash, stock, property or otherwise) in respect of any shares of
capital stock of the Company or any of its Subsidiaries, other than dividends and
distributions by a direct or indirect wholly-owned Subsidiary of the Company to its parent,
(i) sphit, combine or reclassify any shares of capital stock of the Company or any of its
Subsidiaries or (iii) purchase, redeem or otherwise acquire any Company Securities or
Company Subsidiary Securities;

{c) (i) issue, deliver, sell, grant, pledge, transfer, subject to any Lien or
otherwise encumber or dispose of any Company Securities or Company Subsidiary
Securities, other than the issuance of shares of Company Common Stock upon the exercise
of Company Stock Options that are outstanding on the date of this Agreement or (ii)
amend any term of any Company Security or any Company Subsidiary Security (in each
case, whether by merger, consolidation or otherwise);

(d) adopt a plan or agreement of, or resolutions providing for or
authorizing, complete or partial liquidation, dissolution, merger, consolidation,
restructuring, recapitalization or other reorganization;

(e) incur any capital expenditures or any obligations or liabilities in
respect thereof, except for (1) those contemplated by the capital expenditure budget of the
Company that has been provided to Parent and (ii) other capital expenditures not to exceed
310,000,000 in the aggregate, exclusive of any such expenditures covered by insurance;

3] (1) acquire (including by merger, consolidation or acquisition of
stock or assets) any interest (other than an interest in its capacity as a creditor in a
bankruptcy, reorganization or similar proceeding) in any corporation, partnership, other
business organization or division thereof or any material operating assets, or (ii) merge or
consolidate with any other Person;
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{g) sell, lease, license, pledge, fransfer, subject to any Lien (other than
Permitted Liens) or otherwise dispose of any Subsidiary or any material operating assets or
properties;

th) (1) increase the compensation, bonus or other benefits of any
directors, officers or employees, other than in accordance with the terms of the Company
CBAs and other increases to non-executive employees in the ordinary course of business,
consistent with past practices, (ii) increase any severance, change of control or termination
pay or benefits, (iii) enter into any employment, deferred compensation or other similar
agreement, other than “at will” employment arrangements, or amend any such existing
agreement, with any director, officer or employee (iv) establish, adopt or enter into any
Company Benefit Plan (other than offer letters for “at will” employment without severance
benefits, other than severance benefits available under the Company Benefit Plans in
existence on the date of this Agreement) or collective bargaining agreement, or amend
(except as would not reasonably be expected to increase any benefit payable thereunder or
any administrative expense thereof) any Company Benefit Plan or Company CBA, (v)
other than as a result of entering into, or as contemplated by, this Agreement, take any
action to accelerate any rights or benefits or take any action to fund or in any other way
secure the payment of compensation or benefits under any Company Benefit Plan, or (vi)
make any Person a beneficiary of any retention or severance plan under which such Person
is not as of the date of this Agreement a beneficiary which would entitle such Person to
payments, vesting, accelerafion or any other right as a consequence of consummation of
the transactions contemplated by this Agreement and/or termination of employment;

‘ Q) make any change in any method of accounting principles, method or
practices, except for any such change required by reason of a concurrent change in GAAP,
or as required by the Public Company Accounting Oversight Board, by Regulation S-X
under the Exchange Act, or interpretations of GAAP as announced by the Financial
Accounting Standards Board, in each case, as agreed to by the Company’s independent
auditor;

Q) make any loans, advances or capital contributions to, or investments
in, any other Person other than advances to employees in the ordinary course of business
and loans, advances or capital contributions to the Company or any of its wholly-owned
Subsidiaries and other than investments required pursuant to the terms of Material
Contracts as n effect on the date of this Agreement, together with such modifications to
any such Material Contracts expressly permitted by this Section 5.1;

X create, incur, assume, suffer to exist or otherwise be liable with
respect to any Indebtedness, other than as contemplated by the Company’s 2007 base
action plan or otherwise in the ordinary course of business consistent with past practice in
an amount not to exceed $5,000,000 in the aggregate; provided, that all such Indebtedness
is prepayable at any time by the Company without penalty or premium;

)] enter into, terminate, renew, amend or modify in any material
respect or fail to enforce any material term of any Material Contract;
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(m) (i) pay, discharge, settle or satisfy any material claims, liabilities or
obligations (whether absolute, accrued, asserted or unasserted, contingent or otherwise),
other than the payment, discharge, settlement or satisfaction in the ordinary course of
business consistent with past practice, or as required by their terms as in effect on the date
of this Agreement, of claims, liabilities or obligations reserved against on the Company
Balance Sheet (for amounts not in excess of such reserves) or incurred since the date of
such financial statements in the ordinary course of business consistent with past practice,
in each case, the payment, discharge, settlement or satisfaction of which does not include
any obligation (other than the payment of money) to be performed by the Company or any
of 1ts Subsidiaries following the Closing Date or (ii) waive, relinquish, release, grant,
transfer or assign any right of material value;

(n) make or change any material Tax election, change any annual tax
accounting period, adopt or change any method of tax accounting, amend any material Tax
Returns, enter into any material closing agreement, or settle any material Tax claim, audit
or assessment;

(o) institute, settle, or agree to settle any material litigation,
investigation, arbitration, proceeding, or other claim pending or threatened before any
arbitrator, court or other Governmental Entity;

(p) authorize, resolve, commit or agree to take any of the foregoing
actions.

Nothing contained in this Agreement shall give Parent, directly or indirectly, the
right to control or direct the operations of the Company prior to the Effective Time. Prior
to the Effective Time, the Company shall exercise, consistent with the terms and
conditions of this Agreement, complete control and supervision over its and its
Subsidiaries’ respective operations,

5.2 Access to Information. Subject to Applicable Laws relating to the exchange
of information and the terms of the Confidentiality Agreement by and between Parent and
the Company dated January 23, 2007 (the “Confidentiality Agreement”™), upon
reasonable notice, the Company shall, and shall cause its Subsidiaries to, afford to Parent’s
officers, directors, employees, accountants, counsel, consultants, advisors and agents
(“Representatives™) reasonable access to and the right to reasonably inspect, during
normal business hours, all of the Real Property, properties, assets, records, Contracts and
other documents related to the Company and its Subsidiaries, and shall permit them to
consult with the officers, employees, accountants, counsel and agents of the Company and
its Subsidiaries; provided, however, for the avoidance of doubt, Parent and Parent’s
Representatives (inciuding environmental consultants) shall not be allowed to undertake
any invasive environmental investigations, which means for the sake of clarity, no
sampling of the environment, including soil, groundwater, surface water, sediments or air
emissions or building materials at the Real Property. Subject to Applicable Laws, the
Company shall furnish to Parent all such material documents and copies of material
documents and records and information with respect to the Company and its Subsidiaries
and copies of any working papers relating thereto as Parent may reasonably request and
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which can be provided without undue expense. All requests for access to individuals and
information under this Section 5.2 shall be directed solely to Robert Spears or such persons
as he may designate. Neither the Company nor any of its Subsidiaries shall be required to
provide access to or to disclose information where such access or disclosure would violate
or prejudice the rights of its customers, jeopardize the attomney-client privilege of the
institution in possession or control of such information or contravene any Applicable
Laws. Any such investigation pursuant to this Section 5.2 shall be conducted in such a
manner as not to interfere unreasonably with the business or operations of the Company
and its Subsidiaries.

53 Nonsolicitation.

(a) Subject to Section 5.3(b), except with respect to this Agreement and
the transactions contemplated hereby, the Company agrees that it will not, and it will cause
its Subsidiaries and its and their respective Representatives not to: (i) initiate, solicit,
encourage or seek, directly or indirectly, any inquiries relating to or the making or
implementation of any Third Party Proposal; (ii) engage in any negotiations concerning, or
provide any information or data to, or have any substantive discussions with, any Person
(other than Parent and its Representatives) relating to a Third Party Proposal; (iii)
otherwise knowingly cooperate in or knowingly facilitate any effort or attempt to make,
implement or accept any proposal or offer that constitutes, or may reasonably be expected
to lead to, any Third Party Proposal; (iv) enter into a Contract with any Person relating to a
Third Party Proposal or (v) release any third party from, or waive any provision of, any
confidentiality or standstill agreement to which it is a party. The Company will
- immediately cease, and will cause its Subsidiaries and Representatives immediately to
cease, any and all existing activities, discussions or negotiations with any third parties
conducted heretofore with respect to (or reasonably likely to lead to) any Third Party
Proposal. “Third Party Proposal” means any Contract, proposal or offer (including any
proposal or offer to the stockholders of the Company) with respect to a proposed or
potential Acquisition Transaction. “Acquisition Transaction™ means: (A) any sale, lease
or other disposition, direct or indirect (and however structured), of any business or assets
of the Company and/er any of its Subsidiaries (which business or assets represent 15% or
more of the consolidated revenues, net income or assets of the Company and its
Subsidiaries, taken as a whole), (B) any tender offer (including a self-tender offer) or
exchange offer that, if consummated, would result in a third party beneficially owning 15%
or mote of any class of securities of the Company, (C) a merger, consolidation, share
exchange, business combination, reorganization, joint venture, recapitalization, liquidation,
dissolution or other similar transaction mvolving the Company and/or any of its
Subsidiaries (which Subsidiaries represent 15% or more of the consolidated revenues, net
income or assets of the Company and its Subsidiaries, taken as a whole), (D) the issuance,
sale or other disposition, direct or indirect (and however structured), of securities (or
securities or other rights convertible into, or exercisable or exchangeable for, such
securities) representing 15% or more of the voting power or capital stock of the Company
and/or any of its Subsidiaries (which Subsidiaries represent 15% or more of the
consolidated revenues, net income or assets of the Company and its Subsidiaries, taken as
awhole) or (E) any combination of the foregoing (other than the Merger or any other
transaction by or on behalf of Parent or Merger Sub).
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(b)  Notwithstanding the foregoing, prior to the adoption of this
Agreement by the Company Stockholders, in response to an unsolicited bona fide written
Third Party Proposal made after the date hereof that the Company’s Board of Directors
determines in good faith (after consultation with a financial advisor of nationally
recognized reputation and outside legal counsel) constitutes or is reasonably likely to lead
to a Superior Proposal, the Company may, after giving Parent prompt notice of such
determination, (i) furnish information with respect to the Company and its Subsidiaries to
the Person making such Third Party Proposal (and its Representatives) pursuant to a
confidentiality and standstill agreement on terms no less favorable to the Company than
those contained in the Confidentiality Agreement and containing additional provisions that
expressly permit the Company to comply with the terms of this Section 5.3 (a copy of
which confidentiality agreement shall be promptly (and in all events within 24 hours)
provided for informational purposes only to Parent’s outside legal counsel); provided, that
(A) prior to providing any information or data to any Person or entering into discussions or
negotiations with any Person, the Company notifies Parent promptly of any such inquiry,
proposal or offer received by, any such information requested from, or any such
discussions or negotiations sought to be initiated or continued with, the Company or any of
its officers, directors, employees, advisors and agents indicating, in connection with such
notice, the material terms and conditions of the Third Party Proposal and the identity of the
Person making such Third Party Proposal and (B) subject to Applicable Laws relating to
the exchange of information, all such information (to the extent such information has not
been previously provided or otherwise made available to Parent) is provided or made
available to Parent, as the case may be, substantially concurrent with the time it is provided
or made available to such Person, as the case may be, and (ii) participate in discussions or
negotiations with the Person making such Third Party Proposal (and its Representatives)
regarding such Third Party Proposal; provided, that the Company shall keep Parent
reasonably informed, on a prompt basis, of the status and material terms of any such
proposals or offers and the status of any such discussions or negotiations and will notify
Parent promptly of any determination by the Board of the Directors of the Company that a
Superior Proposal has been made. For purposes of this Agreement, a “Superior
Proposal” means an unsolicited written bona fide Third Party Proposal pursuant to which
a Person (or its stockholders) would own, if consummated, ali of the outstanding capital
stock of the Company (or of the surviving entity in a merger or the direct or indirect parent
of the surviving entity in a merger) or all or substantially all of the assets of the Company
and its Subsidiaries taken as a whole containing terms that the Board of Directors of the
Company determines, in its good faith judgment, after consultation with a financial advisor
of nationally recognized reputation and outside legal counsel, and taking into account all
legal, financial, regulatory, timing and other aspects regarding the proposal and the Person
making the proposal deemed relevant by the Board of Directors of the Company (i) are
terms more favorable to the Company Stockholders from a financial point of view than the
terms of the Merger, and (if) constitute a transaction that is reasonably likely to be
completed as proposed.

{(c) The Board of Directors of the Company shall not (i) withdraw or
modify or change in a manmer adverse to Parent, the approval of this Agreement or
recommendation by the Board of Directors of the Company that the Company
Stockholders vote in favor of this Agreement, (ii) approve, recommend or cause the
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Company to enter into any agreement with respect to any Third Party Proposal or (iii)
propose to do any of the foregoing (any such action, resolution or agreement to take such
action, an “Adverse Recommendation Change”). Notwithstanding the foregoing, at any
time prior to obtaining the Company Stockholder Approval, the Board of Directors of the
Company may, in response to a Superior Proposal or an Intervening Event, effect an
Adverse Recommendation Change, provided that the Board of Directors determines in
good faith, after consultation with outside legal counsel, that its failure to do so would be
inconsistent with its fiduciary duties under Applicable Law; provided, however, if such
action 1s mn response to a Third Party Proposal that the Board of Directors determined, in
its good faith judgment, constitutes a Superior Proposal, then such action may only be
taken concurrently with entering into a definitive agreement providing for the
consummation of a transaction with respect to such Superior Proposal and termination of
this Agreement in accordance with Section 9.1(a)(iv)(B); provided, further, prior to taking
such action, the Board of Directors shall have (1) given Parent at least three Business
Days’ prior written notice (the “Notice Period”) that the Company intends to take such
action, which notice shall, in the case of an Intervening Event, include information
descnibing such Intervening Event in reasonable detail, and provided Parent with a
reasonable opportunity to respond to any such Superior Proposal or Intervening Event
(which response could include a proposal to revise the terms of the transactions
contemplated hereby) and (2) fully considered, to the extent deemed appropriate by the
Board of Directors of the Company, any such response by Parent and concluded that,
notwithstanding such response, in the case of a Superior Proposal such Third Party
Proposal continues to be a Superior Proposal in relation to the transactions contemplated
hereby, as the terms hereof may be proposed to be revised by such response, and in the
case of an Intervening Event, such event continues to constitute an Intervening Event.

(@ For purposes of this Agreement, the term “Intervening Event”
means an event, circurnstance or state of facts unknown to the Board of Directors of the
Company as of the date of this Agreement, which event, circumstance or state of facts
becomes known to the Board of Directors of the Company prior to the Company
Stockholder Approval and which causes the Board of Directors of the Company to
conclude in good faith, after consultation with outside legal counsel, that its failure to
effect an Adverse Recommendation Change would be inconsistent with its fiduciary duties
under Applicable Law; provided, however, that in no event shall the receipt, existence or
terms of a Third Party Proposal or any matter relating thereto or consequence thereof
constitute an Intervening Event.

(e) Nothing contained in this Agreement shall prohibit the Company or
its Board of Directors from taking and disclosing to the Company Stockholders a position
contemplated by Rules 14d-9 and 14e-2(a) promulgated under the Exchange Act; or from
making any disclosure to the Company Stockholders with respect to a tender or exchange
offer by a third party, if the Board of Directors of the Company determines in good faith,
after consultation with its financial advisor and legal counsel, that its failure to do so would
constitute a breach of Applicable Law; provided that neither the Company nor its Board of
Directors, nor any committee thereof, shall approve or recommend, or propose publicly to
approve or recommend, a Third Party Proposal unless the Company has first terminated
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this Agreement pursuant to Section 9.1(a)(iv)}(B) hereof and has otherwise complied with
the provisions thereof,

5.4 Company Stockholder Meeting: Proxy Statement,

(a)  The Company shall establish a record date for, duly call, give notice
of, convene and hold a meeting of its stockholders (the “Company Stockholder
Meeting™), for the purpose of voting on adoption of this Agreement. Subject to Section
5.3, the Board of Directors of the Company shall recommend adoption of this Agreement
by the Company’s stockholders. In connection with such meeting, the Company shall, as
promptly as practicable after the date hereof, prepare and file the Proxy Statement with the
SEC. The Company shall, as promptly as practicable after the date hereof, (i) use its
reasonable best efforts to (A) have the Proxy Statement cleared by the SEC, (B) mail to its
stockholders as promptly as practicable the Proxy Statement and all other proxy materials
for the Company Stockholder Meeting and (C) if necessary in order to comply with
applicable securities laws, after the Proxy Statement shall have been so mailed, promptly
circulate amended or supplemental proxy material, and, if required in connection
therewith, resolicit proxies, (i) use its reasonable best efforts to obtain the Company
Stockholder Approval and (iii) otherwise comply with all legal requirements applicable to
the Company Stockholder Meeting.

®) Parent and its counsel shall be given a reasonable opportunity to
review and comment on the Proxy Statement before such document (or any amendment or
supplement thereto) is filed with the SEC, and the Company shall include in such
document any comments reasonably proposed by Parent and its counsel. The Company
shall (i) as promptly as practicable afier receipt thereof, provide Parent and its counsel with
copies of any written comments, and advise Parent and its counsel of any oral comments,
with respect to the Proxy Statement (or any amendment or supplement thereto) received
from the SEC or ifs staff (“SEC Comments™), (ii) provide Parent and its counsel a
reasonable opportunity to review the Company’s proposed response to the SEC
Comments, (iii) include in the Company’s written response to the SEC Comments any
comments reasonably proposed by Parent and its counsel, and (iv) provide Parent and its
counsel a reasonable opportunity to participate in any discussions or meetings with the
SEC with respect to the SEC Comments.

ARTICLE VI
COVENANTS OF PARENT
6.1 Delisting and Deregistration. Parent shall use its reasonable best efforis to

cause the Company Common Stock to be no longer listed on the NYSE and to be
deregistered under the Exchange Act as soon as practicable following the Effective Time.

6.2 Indemnification.

(a) From and after the Effective Time, Parent and the Surviving
Corporation shall, and Parent shall cause the Surviving Corporation to, to the fullest extent
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permitted by Applicable Law, indemnify, defend and hold harmless, and provide
advancement of expenses to, each Person who was, is now or who becomes prior to the
Effective Time, an officer, director or employee of the Company or any of its Subsidiaries
(the “Indemnified Parties”) against all losses, claims, damages, costs, fees,
disbursements, expenses, liabilities or judgments or amounts that are paid in settlement of
investigation of or otherwise in connection with, including preparation for defending
against, any Action that is based in whole or in part on, or arises in whole or in part out of,
the fact that such Person is or was a director, officer or employee of the Company or any of
its Subsidiaries, and pertaining to any matter existing or occurring, or any acts or
omissions occurring, at or prior to the Effective Time, whether asserted or claimed prior to,
or at or after, the Effective Time (including matters, acts or omissions occurring in
connection with the approval of this Agreement and the consummation of the transactions
contemplated hereby) to the same extent such Persons are entitled to be indemnified or
have the right to advancement of expenses as of the date of this Agreement by the
Company or any of its Subsidiaries pursuant to the certificate of incorporation and bylaws
of such entity and indemnification agreements of the Company and its Subsidiaries, if any,
in existence on the date hereof with any directors, officers and employees of the Company
and its Subsidiaries; provided, however, that the provision of the Company’s certificate of
incorporation that limits each director’s personal liability to $25,000 shall be deemed
instead to limit each such director’s personal liability to $0 (other than those liabilities set
forth in the certificate of incorporation that are not subject to limitation). For purposes of
this paragraph, expenses shall include fees, disbursements and expenses of counsel,
consultants, advisors and expert witnesses.

) At the Company’s election in consultation with Parent, (i) the
Company shall obtain prior to the Effective Time prepaid “tail” insurance policies with a
claims period of six (6) years from the Effective Time with respect to directors’ and
officers’ liability indemnification in amount and scope (including Side A Coverage) no
less favorable than the Company’s existing policies for claims arising from facts or events
that occurred on or prior to the Effective Time or (ii) if the Company shall not have
obtained such tail policy, for a period of six years after the Effective Time, Parent shall
cause to be maintained in effect the current directors’ and officers’ liability insurance
policies maintained by the Company with respect to claims arsing from facts or events
that occurred prior to the Effective Time (including matters, acts or omissions occurring in
connection with the approval of this Agreement and the consummation of the transactions
contemplated hereby); provided, that if the existing directors’ and officers’ liability
nsurance policy expires, is terminated or cancelled during such six-year period, Parent
shall cause to be substituted therefor policies containing terms and conditions which are no
less favorable to the former officers and directors of the Company and its Subsidiaries only
with respect to claims arising from facts or events that occurred prior to the Effective Time
(including matters, acts or omissions occurring In connection with the approval of this
Agreement and the consummation of the transactions contemplated hereby); provided
further, that if the aggregate annual premiums for such policies at any time during such
period exceed 300% of the amount paid by the Company in respect of its 2007 coverage,
which amount is set forth in Section 6.2(b) of the Company Disclosure Schedule, Parent

shall be required to provide such coverage as will then be available at an annual prem]urn
equal to 300% of such rate.
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(c) This Section 6.2 is intended to be for the benefit of, and shall be
enforceable by, the Indemnified Parties and their heirs and personal representatives and
shall be binding on Parent and the Surviving Corporation and their respective successors
and assigns.

(d)  Inthe event the Surviving Corporation or Parent or any of their
successors or assigns (1) consolidates with or merges into any other Person and shall not be
the continuing or surviving corporation or entity in such consolidation or merger or (i1)
transfers all or substantially all of its properties and assets to any Person, then, and in each
case, proper provision shall be made so that the successors and assigns of the Surviving
Corporation or Parent, as applicable, assume the indemnification obligations set forth in
this Section 6.2.

6.3 Employee Matters. Parent shall, for a period of 12 months immediately
following the Effective Time, cause the Surviving Corporation and its Subsidiaries to
provide employees of the Company and its Subsidiaries other than those covered by
Company CBAs (the “Company Employees™) with (i) the same level of base salary as in
effect on the Effective Time and (i1) employee benefit plans, programs, contracts and
arrangements that are no less favorable, in the aggregate, than similar employee benefit
plans, programs, contracts and arrangements provided by the Company and its subsidiaries
to Company Employees prior to the Effective Time. Parent or one of its Affiliates shall
- recognize the service of Company Employees with the Company prior to the Effective
Time as service with Parent and its Affiliates in connection with any tax-qualified pension
plan, 401(k) savings plan, welfare benefit plans and policies (including vacations and
holiday policies) maintained by Parent or one of its Affiliates which is made available
following the Effective Time by Parent or one of its Affiliates for purposes of any waiting
period, vesting, eligibility and benefit entitlement (but excluding benefit accruals);
provided, however, that with respect to any defined benefit pension plan maintained by
Parent or one of its Affiliates in which any such Company Employee participates following
the Effective Time, such service credit shall be measured from the earliest date that such
employee commenced partficipation in a tax-qualified pension or savings plan maintained
by the Company or one of its Affiliates. Parent shall or, as appropriate, shall cause the
Surviving Corporation to (i) waive, or cause its insurance carriers to waive, all imitations
as to pre-existing and at-work conditions, if any, with respect to participation and coverage
requirements applicable to Company Employees under any welfare benefit plan (as- defined
in Section 3(1) of ERISA) which is made available to Company Employees following the
Effective Time by Parent or one of its Affiliates, and (ii) provide credit to Company
Employees for any co-payments, deductibles and out-of-pocket expenses paid by such
employees under the employee benefit plans, programs and arrangements of the Company
and 1ts subsidiaries during the portion of the relevant plan year including the Effective
Time. In the event Surviving Corporation or Parent or any of their successors or assigns (1)
consolidates with or merges into any other Person and shall not be the continuing or
surviving corporation or entity in such consolidation or merger or (ii) transfers all or
substantially all of its properties and assets to any Person, then, and in each case, proper
provision shall be made so that the successors and assigns of Surviving Corporation or
Parent, as applicable, honor all the Company’s employment, severance, termination and
deferred compensation Contracts as in effect at the Effective Time, in accordance with the
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terms thereof. Notwithstanding the above, nothing in this Agreement shall alter the
employment status of employees who are employed on an at-will basis, and nothing herein
shall require the Surviving Corporation or its Subsidiaries to continue the employment of
arty person for any specific period following the Closing Date.

ARTICLE VII

COVENANTS OF THE COMPANY AND PARENT

7.1 Regulatory Approvals.

(a) Each of the Company, Parent and Merger Sub shall promptly apply
for, and use reasonable best efforts to obtain or make, as applicable, all Governmental
Authorizations, Orders, declarations and filings with, and notices to, any Governmental
Entity required to be obtained or made by it for the consummation of the transactions
contemplated hereby. Each party shall cooperate with and promptly fumish information to
the other parties reasonably necessary in connection with any requirements imposed upon
such other parties in connection with the consummation of the Merger. Without limiting
the generality of the foregoing, each of the Company, Merger Sub and Parent shall, as
promptly as practicable and before the expiration of any relevant legal deadline, but in no
event later than 10 Business Days following the execution and delivery of this Agreement,
file (1) with the United States Federal Trade Commission (the “FTC”) and the United
States Department of Justice (“D0J™), the notification and report form required for the
Merger and the transactions contemplated hereby and any supplemental information
requested in connection therewith pursuant to the HSR Act and (i) with any other
Governmental Entity, any other filings, reports, information and documentation required
for the Merger and the transactions contemplated hereby pursuant to any Other Antitrust
Laws. Each of the Company and Parent shall fumish to each other’s coumsel such
necessary information and reasonable assistance as the other may reasonably request in

connection with its preparation of any filing or submission that may be necessary under the
HSR Act and any Other Antitrust Laws.

(b) Each of the Company and Parent shall use its reasonable best efforts
to obtain promptly any clearance required under the HSR Act and any Other Antitrust
Laws for the consummation of the Merger and the transactions contemplated hereby. Each
of the Company and Parent shall keep the other apprised of the status of any
communications with, and any inquiries or requests for additional information from, the
FTC and the DOJ and any other Governmental Entities and shall comply promptly with
any such inquiry or request, including any request for additional information. Each of the
Company and Parent shall give the other reasonable prior notice of any communication
with, and any proposed understanding or agreement with, any Governmental Entity
regarding any Governmental Authorizations, Orders, declarations and filings with, and
notices to, any Governmental Entity, and permit the other to review and discuss in
advance, and consider in good faith the views of the other in connection with, any
proposed communication, understanding or agreement with any Govemnmental Entity with
respect to the Merger and the transactions contemplated by this Agreement.
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(c)  Notwithstanding the foregoing or any other provision of this
Agreement, (i) Parent shall not be required to (A) consent to the divestiture, license or
other disposition or holding separate (through the establishment of a trust or otherwise) of
any of its or its Affiliates” assets or any assets of the Surviving Corporation or any of its
Subsidiaries or (B) consent to any other structural or conduct remedy or enter into any
settlement or agree to any Order regarding antitrust matters respecting the transactions
contemplated by this Agreement and (i) neither Parent nor any of its Affiliates shall have
any obligation to contest, administratively or in court, any ruling, order or other action of
any Governmental Entity or any other Person respecting the transactions contemplated by
this Agreement; provided, that each of the Company and Parent shall both promptly
respond fo the DOJ or the FTC to any request for additional information,

(d)  Each of the Company and Parent shall instruct their respective
counsel to cooperate with each other and use reasonable best efforts to facilitate and
expedite the identification and resolution of any 1ssues arising under the HSR Act and the
Other Antitrust Laws and the expiration of the applicable HSR Act waiting period and any
waiting periods under the Other Antitrust Laws at the earliest practicable dates. Such
reasonable best efforts and cooperation include counsel’s undertaking (i) to keep each
other appropriately informed of communications from and to personnel of the reviewing
Governmental Entity, (ii) to confer with each other regarding appropriate contacts with and
response to personnel of any Govermnmental Entity, and (iii) to apprise each other of the
status and outcorne of any meetings or conferences with any Governmental Entity.

7.2 Public Announcements. The initial press release relating to this Agreement
shall be a joint press release the text of which has been agreed to by each of Parent and the
Company. Thereafter, neither Parent nor the Company shall issue or cause the publication
of any press release or otherwise make any public statements with respect to this
Agreement, the Merger or the transactions contemplated by this Agreement without the
prior consent of the other parties (such consent not to be unreasonably withheld,
conditioned or delayed); provided, that a party may, without such consent (but after prior
consultation to the extent practicable in the circumstances), issue such press releases and
make such public statements that it believes are required by Applicable Law or the rules of
the NYSE. Notwithstanding the foregoing, each of Parent and the Company may make any
public statement in response to questions from the press, analysts, investors or those
attending mdustry conferences or financial analyst conference calls, make presentations at
such conferences and conference calls and make internal announcements to employees, so
long as such statements and announcements are consistent with previous press releases,
public disclosures or public statements made jointly by the Company and Parent (or
individually, if approved by the other party).

7.3 Section 16 Matters. Prior to the Effective Time, Parent, Merger Sub and the
Company shall take all steps as may be required to cause any dispositions of Company
Common Stock, Company Stock Options, restricted stock units or phantom stock resulting
from the Merger or the other transactions contemnplated by this Agreement by each
individual who will be immediately prior to the Effective Time subject o the reporting
requirements of Section 16(a) of the Exchange Act with respect to the Company, to be
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exempt under Rule 16b-3 under the Exchange Act in accordance with the interpretative
guidance of the SEC.

7.4 Notification of Certain Matters. Each of the Company and Parent shall
promptly notify the other oft

(a) any notice or other communication from any Person alleging that the
consent of such Person is or may be required in connection with the transactions
contemplated by this Agreement;

(b) any notice or other communication from any Governmental Enfity in
connection with the transactions contemplated by this Agreement;

(c) any litigation, investigation, arbitration, proceeding, or other claim
commenced or, to 1ts knowledge, threatened against, relating to or involving or otherwise
affecting the Company or any of its Subsidiaries, that, if pending on the date of this
Agreement, would have been required to have been disclosed pursuant to Article ITI, or
that relates to the consummation of the transactions contemplated by this Agreement;

(d) any inaccuracy of any representation or warranty contained in this
Agreement at any time during the term hereof that could reasonably be expected to cause
the conditions set forth in Article VIII not to be satisfied; and

(e) any failure of such party to comply with or satisfy any covenant,
condition or agreement to be complied with or satisfied by it hereunder that could
reasonably be expected to cause the conditions set forth in Article VIII not to be satisfied.

7.5  Further Assurances. Upon the terms and subject to the conditions hereof,
each of the parties hereto agrees to use reasonable best efforts to take, or cause to be taken,
all action and to do, or cause to be done, all things necessary, proper or advisable under
Applicable Law to consummate and make effective the fransactions contemplated by this
Agreement as soon as practicable. During the period from the date of this Agreement until
the earlier of the termination of this Agreement or the Effective Time, Parent shall not
enter into any Contract if the effect thereof would reasonably be expected to impede or
delay the receipt of the Governmental Authorizations required for the consummation of the
transactions contemplated hereby.

ARTICLE VI

CONDITIONS TO MERGER

81 Conditions to the Obligations of Each Party. The obligations of Parent,
Merger Sub and the Company to consummate the Merger are subject to the satisfaction (or,

to the extent permissible, waiver) on or prior to the Closing Date of the following
conditions:

(@) The Company Stockholder Approval shall have been obtained.
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(b)  The waiting period applicable to the consummation of the Merger
under the HSR Act and any applicable waiting periods that are required to expire or
terminate prior to the consummation of the Merger under the Other Antitrust Laws shall
have expired or been terminated.

{¢)  No Applicable Law or Order shall prohibit the consummation of the
Merger. :

8.2 Conditions to the Obligations of Parent and Merger Sub. The obligations of
Parent and Merger Sub to effect the Merger are subject to the satisfaction (or waiver by
Parent 1n its sole discretion) of the following further conditions:

(a) The representations and warranties of the Company set forth in this
Agreement (without regard to materiality or Company Material Adverse Effect qualifiers
contained therein), shall be true and correct at and as of the date of this Agreement and the
Closing Date as if made at and as of such date (except to the extent that such
representations and warranties refer specifically to an earlier date, in which case such
representations and warranties shall have been true and correct as of such earlier date),
except where the failure of the representations and warranties to be true and correct,
individually or in the aggregate has not had and would not reasonably be expected to have
a Company Material Adverse Effect; provided, that the representations and warranties set
forth in Sections 3.1, 3.2 and 3.5 shall be true and correct in all material respects at and as
of the date of this Agreement and the Closing Date as if made as of such date. Parent shall
have received a certificate dated the Closing Date signed on behalf of the Company by the
chief executive officer or the chief financial officer of the Company to the effect of the
foregoing.

) The Company shall have performed in all material respects all
obligations required to be performed by it under this Agreement at or prior to the Closing
Date. Parent shall have received a certificate dated the Closing Date signed on behalf of the

Company by the chief executive officer or the chief financial officer of the Company to the
effect of the foregoing.

(c) There shall not have occurred any event, occurrence or change that
has had, or would reasonably be expected to have, a Company Material Adverse Effect.

(d) No Action shall be pending by a Governmental Entity (i) seeking to
prevent consummation of the Merger, (ii) seeking to impose any limitation on the right of
Parent to control the Company and its Subsidiaries or any other Affiliate of Parent, or (iii)
seeking to restrain or prohibit the Company’s or Parent’s ownership or operation (or that of
their respective Subsidiaries or Affiliates) of any portion of the business or assefs of the
Company or Parent or any of their respective Subsidiaries or Affiliates, or to cornpel the
Company or Parent or any of their respective Subsidiaries or Affiliates to dispose of or

_hold separate any portion of the business or assets of the Company or Parent or any of their
respective Subsidiaries or Affiliates.
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8.3  Conditions to the Obligation of the Company. The obligation of the
Company to effect the Merger is subject to the satisfaction (or waiver by the Company in
its sole discretion) of the following further conditions:

(@) The representations and warranties of Parent set forth in this
Agreement shall have been true and correct in all material respects at and as of the date of
this Agreement and the Closing Date as if made at and as of such date (except to the extent
that such representations and warranties refer specifically to an earlier date, in which case
such representations and warranties shall have been true and correct in all material respects
as of such earlier date), and the Company shall have received a certificate dated the
Closing Date signed on behalf of Parent by the chief executive officer or chief financial
officer of Parent to such effect.

(b)  Parent and Merger Sub shall have performed in all material respects
all obligations required to be performed by them under this Agreement at or prior to the
Closing Date. The Company shall have received a certificate signed on behalf of Parent by
the chief executive officer or chief financial officer of Parent to such effect.

8.4  Frustration of Closing Conditions. None of the Company, Parent or Merger
Sub may rely on the failure of any condition set forth in Section 8.1, 8.2 or 8.3, as the case
may be, to be satisfied, if such failure was caused by such party’s breach of Section 7.5
(and subject, in the case of Parent, to Section 7.1(c)).

ARTICLE IX

TERMINATION

9.1 Termination.

(a) This Agreement may be terminated and the Merger abandoned at
any time prior to the Effective Time (with any termination by Parent also being an
effective termination by Merger Sub):

Q) by mutual written consent of Parent and the Company;
(i) by Parent or the Company if:

(A)  the Merger is not consummated on or before October
1, 2007; provided, however, the right to terminate this Agreement under this clause ()(A)
shall not be available to any party whose breach of a covenant or agreement under this
Agreement has been the cause of or resulted in the failure of the Closing to occur on or
before such date;

(B)  a Governmental Entity shall have issued an Order or
taken any other action, in any case having the effect of permanently restraining, enjoining
ot otherwise prohibiting the Merger, which Order or other action is final and non-
appealable; or
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(C)  the Company Stockholder Approval shall not have
been obtained at the Company Stockholder Meeting (including any adjoumment,
continuation or postponement thereof).

(ili)y by Parent:

(A)  ifthe Company has breached or failed to perform any
of its representations, warranties, covenants or agreements contained in this Agreement,
which breach or failure to perform (1) would cause the conditions set forth in Sections
8.2(a) or 8.2(b) not to be satisfied and (2) cannot be cured or, if curable, is not cured within
30 days after written notice of such breach is given to the Company by Parent;

(B)  if the Board of Directors of the Company shall (1)
effect an Adverse Recommendation Change or (2) give Parent notice of its intention to
effect an Adverse Recommendation Change as a result of an Intervening Event;

(iv) by the Company:;

(A)  if Parent has breached or failed to perform any of its
representations, warranties, covenants or agreements contained in this Agreement, which
breach or failure to perform (1) would cause the conditions set forth in Sections 8.3(a) or
8.3(b) not to be satisfied and (2) cannot be cured or, if curable, is not cured within 30 days
after written notice of such breach is given to Parent by the Company; or

(B)  prior to the adoption of this Agreement by the
Company Stockholders, for the purpose of entering into a definitive agreement with
respect to a Superior Proposal; provided that, (1) the Company shall have complied in all
material respects with the provisions of Section 5.3, (2) such definitive agreement is
entered into concurrently with the exercise of this termination right and (3) the Company
shall pay to Parent concurrently with such termination, the Termination Fee described in
Section 9.4 hereto, The Company agrees that it may not enter into a definitive agreement
referred to in clause (2) above until after the expiration of the Notice Period.

(b)  The party desiring to terminate this Agreement pursuant to Section
5.1(a) (i), (ii) or (iv) shall give written notice of such termination to the other parties
hereto specifying the provision hereof pursuant to which such termination is made.

9.2 Effect of Termination. In the event of termination of this Agreement as
provided in Section 9.1, this Agreement shall immediately become void and there shall be
no liability or obligation on the part of the Company or Parent or their respective officers,
directors, stockholders or Affiliates, except as set forth in Sections 9.3 and 9.4; provided,
however, that the provisions of Section 7.2 (Public Announcements), Section 9.2 (Effect of
Termination), Section 9.3 (Remedies), Section 9.4 (Termination Fee) and Article X of this
Agreement, and the Confidentiality Agreement in accordance with its terms, shall remain
in full force and effect and survive any termination of this Agreement.

9.3  Remedies. The termination of this Agreement shall not affect any party’s
right to recover damages sustained by such party as a result of any breach by the other
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party of any covenant or agreement contained in this Agreement or fraud or willful
misrepresentation; provided, however, that in the event the Termination Fee becomes
payable and is paid pursuant to Section 9.4, such payment shall be in lieu of any other

rights, remedies and relief of Parent and Merger Sub with respect to the subject matter of
this Agreement.

9.4 Termination Fee.

(a) The Company shall pay Parent, by wire transfer of immediately
available funds to an account designated by Parent, a fee of $59,000,000 (the
“Termination Fee”) if this Agreement is terminated as follows:

() 1If (x) Parent terminates this Agreement pursuant to Section
9.1(a)(1i1)(B), the Company shall pay Parent the Termination Fee in full ‘within two
Business Days of such termination, and (y) the Company terminates this Agreement
pursuant to Section 9.1(a)(iv)(B), the Company shall pay Parent the Termination Fee in
full on the date of such termination; or

(i) if (x) this Agreement is terminated pursuant to Section
9.1(a)(i1}(A) or (C), (y) at any time after the date of this Agreement and at or before the
date of such termination a proposal with respect to an Acquisition Transaction shall have
been publicly announced or disclosed, and (z) within twelve (12) months after the date of
such termination the Company shall have entered into an agreement with respect to an
Acquisition Transaction, then, in any such case, the Company shall promptly on the date of
execution of such agreement with respect to such Acquisition Transaction, pay Parent the
Termination Fee. When used in this Section 9.4(a)(ii) only, the term “Acquisition
Transaction” shall have the meaning assigned to such term in Section 5.3(a), except the
reference to “15% or more” in the definition of “Acquisition Transaction” shall be deemed
to be a reference to “more than 50%".

(b) In the event that the Company fails to pay the Termination Fee when
due, the Company will also pay the costs and expenses of Parent or Merger Sub in
connection with a legal action to enforce this Agreement, together with interest on such
Termination Fee, commencing on the date that such Termination Fee became due, at the
prme lending rate prevailing at such time, as published in The Wall Street Journal.

ARTICLE X

MISCELLANEOQUS

10.1  Notices. Any notice, request, demand, waiver, consent, approval or other
communication which is required or permitted heremmder shall be in writing and shall be
deemed given: (a) on the date established by the sender as having been delivered
personally; (b) on the date delivered by a private courier as established by the sender by
evidence obtained from the courier; (c) on the date sent by facsimile, with confirmation of
transmission, if sent during normal business hours of the recipient, if not, then on the next
Business Day; or {d) on the fifth day after the date mailed, by certified or registered mail,
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return receipt requested, postage prepaid. Such communications, to be valid, must be
addressed as follows:

. If to Parent or Merger Sub, to:
United States Steel Corporation
600 Grant Street
Pittsburgh, Pennsylvania 15219
Attn: James D. Garraux -
Facsimile: 412-433-1121

With a required copy to:

Morgan, Lewis & Bockius LLP

One Oxford Cenire, Thirty-Second Floor
Pittsburgh, PA 15219

Aftn: Marlee S. Myers

Facsimile: 412-560-7001

If to the Company, to:
Lone Star Technologies, Inc.
15660 North Dallas Parkway
Suite 500
Dallas, Texas 75248
Attm: Robert F. Spears
Facsimile: 972-770-6471

With a required copy to:

Weil, Gotshal & Manges LLP
200 Crescent Court, Suite 300
Dallas, Texas 75201

Attn: Mary R. Korby
Facsimile: 214-746-7777

or to such other address or to the attention of such Person or Persons as the recipient party
has specified by prior written notice to the sending party (or in the case of counsel, to such
other readily ascertainable business address as such counsel may hereafter maintain). If
more than one method for sending notice as set forth above is used, the earliest notice date
established as set forth above shall control.

10.2 Survival. The representations and warranties and covenants and agreements
n this Agreement and in any certificate delivered pursuant hereto shall terminate at the
Effective Time, except that the covenants and agreements set forth in Articles I, II, VI and
this Article X shall survive the Effective Time.
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10.3  Amendmenis and Waivers.

(@  Any provision of this Agreement may be amended or waived if, and
only if, such amendment or waiver is in writing and is signed, in the case of an
amendment, by each party to this Agreement, or in the case of a waiver, by the party
against whom the waiver is to be effective; provided, that after receipt of the Company
Stockholder Approval, no amendment or waiver shall be made which by law requires
further approval by the Company Stockholders without such further approval.

(b)  No failure or delay by any party in exercising any right or privilege
hereunder shall operate as a waiver thereof, nor shall any single or partial exercise thereof
preclude any other or further exercise thereof or the exercise of any other right, power or
privilege.

{c) To the maximum extent permitted by law, (i) no waiver that may be
given by a party shall be applicable except in the specific instance for which it was given
and (ii) no notice to or demand on one party shall be deemed to be a waiver of any

obligation of such party or the right of the party giving such notice or demand to take
further action without notice or demand.

10.4  Fees and Expenses. Except as set forth in this Section 10.4 or in Section
9.4, all fees and expenses incurred in connection with the Merger, this Agreement and the
transactions contemplated by this Agreement shall be paid by the party incurring such fees
or expenses, whether or not the Merger is consummated. Each of the Company and Parent
shall bear and pay one-haif of the filing fees with respect to the notification and report
forms under the HSR Act and the Other Antitrust Laws.

10.5  Successors and Assigns. This Agreement may not be assigned by any party
hereto without the prior written consent of the other parties; provided, that Parent or
Merger Sub may assign any of their respective rights and obligations to any direct or
indirect Subsidiary of Parent that would not reasonably be expected to canse any delay in
the safisfaction of the condition set forth in Article VIII, but no such assignment shall
relieve Parent or Merger Sub of any of its obligations under this Agreement. Subject to the
foregoing, all of the terms and provisions of this Agreement shall inure to the benefit of
and be binding upon the parties hereto and their respective executors, heirs, personal

representatives, successors and assigns. Any purported assignment not permitted under
this Section 10.5 shall be null and void.

10.6  Company Disclosure Schedule. The parties hereto agree that any reference
in a particular Section or subsection of the Company Disclosure Schedule shall only be
deemed to be an exception to (or, as applicable, a disclosure for purposes of) (1) the
representations and warranties of the Company that are contained in the corresponding
Section or subsection of this Agreement, and (ii) the representations and warranties of the
Company that are contained 1n any other Section or subsection of this Agreement, but only
to the extent the relevance of that reference as an exception to (or a disclosure for purposes
of) such representations and warranties is reasonably apparent from such disclosure. Any
disclosure in any Company SEC Report filed or furnished prior to the date hereof shall




only be deemed to be an exception to (or, as applicable, a disclosure for purposes of) those
representations and warranties with respect to which the relevance of the disclosure as an
exception to {or a disclosure for purposes of) such representations and warranties is
reasonably apparent from such disclosure. Iclusion of information in the Company
Disclosure Schedules shall not be construed as an admission that such information is
material to the business, assets, liabilities, financial condition or results of operations of the
Company or its Subsidiaries, or otherwise material, or that such information is required to
be included in the Company Disclosure Schedules, and inclusion of information in
connection with disclosure of matters that are not in the ordinary course of business shall
not be construed as an admission that the included items or actions are not in the ordinary
course of business. Matters reflected in the Company Disclosure Schedules are not

necessarily limited to matters required by this Agreement io be reflected in the Company
Disclosure Schedules.

10.7  Goveming Law, This Agreement, the rights and obligations of the parties
under this Agreement, and any claim or controversy directly or indirectly based upon or
arising out of this Agreement or the transactions contemplated by this Agreement (whether
based upon contact, tort or any other theory), including all maiters of construction, validity
and performance, shall be governed by and interpreted and enforced in accordance with the
laws of the State of Delaware applicable to contracts executed in and to be performed
entirely within the State of Delaware and without giving effect to any choice of law or
conflict of laws rules or provisions (whether of the State of Delaware or any other
jurisdiction) that would cause the application of the laws of any jurisdiction other than the
State of Delaware,

10.8  Consent to Jurisdiction. Each party irrevocably submits to the exclusive
jurisdiction of (a) the Delaware Court of Chancery or if that Court does not have
jurisdiction to the Superior Court of New Castle County Delaware, and (b) the United
States District Court for the District of Delaware, for the purposes of any Action ansing
out of this Agreement or any fransaction contemplated hereby. Each party irrevocably and
unconditionally waives any objection to the laying of venue of any Action arising out of
this Agreement or the transactions contemplated hereby in such courts, and hereby further
irrevocably and unconditionally waives and agrees not to plead or claim in any such court
that any such Action brought in any such court has been brought in an inconvenient forum,
EACH PARTY HEREBY IRREVOCABLY WAIVES ALL RIGHT TO TRIAL BY
JURY IN ANY ACTION (WHETHER BASED ON CONTRACT, TORT OR
OTHERWISE) ARISING OUT OF OR RELATING TO THIS AGREEMENT OR THE
ACTIONS OF SUCH PARTY IN THE NEGOTIATION, ADMINISTRATION,
PERFORMANCE AND ENFORCEMENT HEREOF.

10.9  Counterparts. This Agreement may be executed in any number of
counterparts, and any party hereto may execute any such counterpart, each of which when
executed and delivered shall be deemed to be an original and all of which counterparts
taken together shall constitute but one and the same instrument. This Agreement shall
become effective when each party hereto shall have received a counterpart hereof signed
by the other parties hereto. The parties agree that the delivery of this Agreement may be
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effected by means of an exchange of facsimile signatures with original copies to follow by
mail or courier service.

10.10 Third Party Beneficiaries. No provision of this Agreement is intended to
confer upon any Person other than the parties hereto any rights or remedies hereunder;
except that in the case of Section 6.2 hereof, the Indemnified Parties and their respective
heirs, executors, administrators, legal representatives, successors and assigns, are intended
third party beneficiaries of such sections and shall have the right to enforce such sections
in their own names. No provision of this Agreement is intended to or shall be deemed to
amend, or to obligate any person to amend, any employee benefit plan, policy, program or
arrangement, or to create any right to benefits or additional benefits thereunder.

10.11 Entire Agreement. This Agreement and the documents, instruments and
other agreements specifically referred to herein or delivered pursuant hereto set forth the
entire understanding of the parties hereto with respect to the Merger. All Exhibits and
Schedules referred to herein are intended to be and hereby are specifically made a part of
this Agreement. Any and all previous agreements and understandings between or among
. the parties regarding the subject matter hereof, whether written or oral, are superseded by

this Agreement, other than the Confidentiality Agreement which shall continue in full
force and effect in accordance with its terms.

10.12 Captions. All captions contained in this Agreément are for convenience of
reference only, do not form a part of this Agreement and shall not affect in any way the
meaning or interpretation of this Agreement.

10.13 Severability. Any provision of this Agreement which is invalid or
unenforceable in any jurisdiction shall be ineffective to the extent of such mvalidity or
unenforceability without invalidating or rendering unenforceable the remaining provisions
hereof, and any such invalidity or unenforceability in any jurisdiction shall not invalidate
or render unenforceable such provision in any other jurisdiction.

10.14 Specific Performance. Parent and the Company each agree that irreparable
damage would occur in the event that any of the provisions of this Agreement were not
performed by them in accordance with the terms hereof and that each party shall be
entitled to specific performance of the terms hereof? in addition to any other remedy at law
or equity. Each party hereto irrevocably waives any defenses based on adequacy of any
other remedy, whether af law or in equity, that might be asserted as a bar to the remedy of
spectfic performance.

ARTICLE X1

DEFINITIONS

11.1  Definitions. When used in this Agreement or in the Company Disclosure
Schedule, the following terms shall have the meanings assigned to them in this Section
11.1, or in the applicable Section of this Agreement fo which reference is made in this
Section 11.1.
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“Affiliate” means, with respect to any specified Person, any other Person directly
or indirectly controlling, controlled by or under common control with such specified
Person. For this purpose, “control” (including, with correlative meanings, “controlled by”
and “under common control with™) shall mean the possession, directly or indirectly, of the
power to direct or cause the direction of management or policies of a Person, whether
through the ownership of securities or parmership or other ownership interests, by contract
or otherwise.

“Applicable Law” means, with respect to any Person, any international, national,
federal, state or local law (statutory, common or otherwise), constitution, treaty,
convention, ordinance, code, rule, regulation or other similar requirement enacted, adopted,
promulgated or applied by a Governmental Entity that is binding upon or applicable to
such Person, as amended unless expressly specified otherwise.

“Business Day” means a day other than a Saturday, Sunday or other day on which
the SEC or banks Iocated in New York City are authorized or required by law to close.

“Company Material Adverse Effect” means any state of facts, development,
event, circumstance, condition, occurrence or effect that, individually or taken collectively
with all other events, circumstances, conditions, occurrences or effects, is materially
adverse to (a) the business, assets, financial condition or results of operations of the
Company and its Subsidiaries taken as a whole, or (b) the ability of the Company to
perform its obligations hereunder and consummate the transactions contemplated hereby;
provided, however, (i) for purposes of this definition only, the term “Subsidiaries” shall
include the Company’s interest in the Joint Ventures and (ii) for purposes of clause (a)
above, in no event shall any of the following be deemed to constitute, nor shall any of the
following be taken into account in determining whether there has been or will be a
Company Material Adverse Effect;

(A) any changes affecting the industry in which the Company and its
Subsidiaries operate ot sell principal product lines that do not have a disproportionate
impact on the Company and its Subsidiaries, taken as a whole, compared to companies in
the business of manufacturing tubular products (“Similarly Situated Companies™),
including (a) changes in the price of raw materials, including steel, of the type and grade
customarily utilized by the Company and its Subsidiaries and (b) changes in the price of oil
or natural gas or in the number of active drilling rigs;

(B)  any changes in the economy or the financial or capital markets or energy
markets generally in the United States or elsewhere in the world, including changes in
interest or exchange rates that do not have a disproportionate impact on the Company and
its Subsidiaries, taken as a whole, compared to Similarly Situated Companies;

(C)  changes in law or in GAAP or interpretations thereof or accounting
standards, or changes in general legal, regulatory or political conditions that do not have a
disproportionate impact on the Company and its Subsidiaries, taken as a whole, compared
to Similarly Situated Companies, including changes to antidumping or countervailing duty
orders or windfall profits Tax;
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(D) acts of war, sabotage, armed hostilities or terrorism, or any escalation or
worsening of any acts of war, sabotage, armed hostilities or terrorism that do not have a
disproportionate impact on the Company and its Subsidiaries, taken as a whole;

() any loss or threatened loss of] or adverse change or threatened adverse
change in, the relationship of the Company or any of its Subsidiaries with its customers,
alliance partners, distributors or suppliers, including any disruption in the steel supply of
the Company or any of its Subsidiaries;

® any failure by the Company to meet any internal or external projections,
provided that the exception in this clause shall not prevent or otherwise affect a
determination that any fact, development, event, circumstance, condition, occurrence or
effect underlying such failure has resulted in, or contributed to, a Company Material
Adverse Effect;

(G)  adecline in the price of the Company’s common stock on the NYSE,
provided that the exception in this clause shall not prevent or otherwise affect a
determination that any fact, development, event, circumstance, condition, occurrence or
effect underlying such decline has resulted in, or contributed to, a Company Material
Adverse Effect; i

- (H)  the announcement of the execution, or the pendency, of this Agreement or
the performance of obligations under this Agreement;

1)) the suspension in trading generally on the NYSE;

#)) any failure to consummate, or the failure to realize the anticipated benefits
of, the joint venture with Hunan Valin Steel Tube & Wire Co., Lid.; or

(K)  actions or inactions specifically permitted by prior written waiver by Parent,

“Contract” means any agreement, contract, license, lease, commitment or
obligation, written or oral.

“Governmental Authorization” means any authorization, approval, consent,
certificate, license, permit or franchise of or from any Governmental Entity or pursuant to
any law,

“Governmental Entity” means any entity or body exercising executive,
legistative, judicial, regulatory or administrative functions of or pertaining to United States
federal, state, local, or municipal government; foreign, international, multinational or other
government, including any department, commission, board, agency, bureau, subdivision,
instrumentality, official or other regulatory, administrative or judicial authority thereof,

and any non-governmental regulatory body to the extent that the rules and regulations or
orders of such body have the force of law.
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“Indebtedness” means any of the following: (a) any indebtedness for borrowed
money, (b) any obligations evidenced by bonds, debentures, notes or other similar
instruments, (c) any obligations to pay the deferred purchase price of property or services,
except trade accounts payable and other current liabilities arising in the ordinary course of
business, (d) any obligations as lessee under capitalized leases, (e) any obligations,
contingent or otherwise, under acceptance credit, letters of credit or similar facilities, and
* () any guaranty of any of the foregoing; provided, however, that Indebtedness shall not
include any inter-company indebtedness between the Company and any of its wholly-
owned Subsidiaries or between any of the Company’s wholly-owned Subsidiaries.

“knowledge” of the Company or any similar phrase means, with respect to any fact
or matter, the actual knowledge of the individuals listed in Section 11.1 of the Company
Disclosure Schedule. '

“Lien” means, with respect to any property or asset, any mortgage, lien, pledge,
charge, security interest or encumbrance. For purposes of this Agreement, a Person shall
be deemed to own subject to a Lien, any property or asset that it has acquired or holds
subject to the interest of a vendor or lessor under any conditional sale agreement, capital
lease or other title retention agreement relating to such property or asset.

“Order” means any award, injunction, judgment, decree, order, ruling, subpoena or
verdict or other decision entered, issued or rendered by any Governmental Entity.

“Person” means an individual, a corporation, a parmership, a limited liability
company, a trust, an unincorporated association, a Govenmental Entity or any agency,
instrumentality or political subdivision of a Governmental Entity, or any other entity or
body.

“Significant Subsidiary” or “Significant Subsidiaries” means, with respect to any
party, any Subsidiary of such party that constitutes a Significant Subsidiary of such party
within the meaning of Rule 1-02 of Regulation S-X of the Exchange Act.

“Subsidiary” or “Subsidiaries” means, with respect to any party, any Person, of
which (i) such party or any Subsidiary of such party is a general partner (excluding
partnerships, the general partership interests of which held by such party or any
Subsidiary of such party do not have a majority of the voting interest in such partnership)
or (11} at least a majority of the securities or other interests having by their terms ordinary
voting power to elect a majority of the Board of Directors or others performing similar
functions with respect to such Person is directly or indirectly owned or controlled by such
party and/or by any one or more of its Subsidiaries. For purposes of this Agreement,
Hengyang Valin MPM Steel Tube Co. Ltd., the sales company to be formed with Hunan
Valin Steel Tube & Wire Co., Ltd., Apolo Mecanica e Estruturas LTDA, and Welspun-
Lone Star Tubulars LLC (collectively, the “Joint Ventures™) shall not be considered

Subsidianies of the Company, except for purposes of the definition of “Company Material
Adverse Effect.”
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“$ means United States dollars.

11.2  Other Defined Terms. The following terms have the meanings assigned to
such terms in the Sections of the Agreement set forth below:

Acquisition Transaction 5.3(a)
Action ' 3.13
Agreement | Preface
CERCLA 3.21(a))
Certificates 2.2(a)
Closing 1.2(a)
Closing Date ' 1.2(a)
Code 23
Company Preface
Company Balance Sheet 3.8
Company Balance Sheet Date 3.8
Company Benefit Plan 3.16(a)
Company CBAs 3.20(a)
Company Common Stock 3.5(a)
Company Disclosure Schedule Preamble Article I11
Company Financial Advisor 3.26
Company Financial Statements 3.8
Company Intellectual Property 3.19(b)
Company Pension Plan 3.16(c)
Company Registered Items 3.19(c)
Company SEC Reports 3.7(a)
Company Securities 3.5{c)
Company Stockholder 21
Company Stockholder Approval 3.2(a)
Company Stockholder Meeting 5.4(a)
Company Stock Option 2.6(a)
Company Stock Plans 2.6(a)
Company Subsidiary Securities ' 3.6(b)
Confidentiality Agreement 5.2
Copyrights 3.19(a)
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DGCL
Dissenting Shares
DOJ |
Effective Time
Environment

Environmental Action

Environmental Clean-Up Site v

Environmental Laws
Environmental Liabilities
Environmental Permit
ERISA

ERISA Affiliate
ESPP

Exchange Act

FTC

GAAP

Hazardous Substances
HSR Act

Indemnified Parties
Intellectual Property
Intellectual Property Rights
Intervening Event
Lease

Leased Real Property
Marks

Material Contracts
Merger

Merger Consideration
Merger Sub

Notice Period

NYSE

Other Antitrust Laws
Owned Real Property
Parent

1.1

2.5(a)
7.1(a)
1.2(b)
3.21(a)(i)
3.21(a)(ii)
3.21(a}iv)
3.21(a)(v)
3.21(a)(v1)
3.21(a)(vii)
3.16(a)
3.16(a)
2.6(d)

33

7.1(a)
3.7(e)
3.21(a)(viii)
33

6.2(a)
3.19(a)
3.15(a)
5.3(d)
3.18(c)
3.18(a)
3.19(a)
3.14(a)
Recitals
2.1(a)
Preface
5.3(¢)

33

33
3.18(a)

Preface



Patents 3.19(a)

Paying Agent 2.2(a)
Payment Fund 2.2(a)
Pension Plan 3.16(b)
Permitted Liens 3.17(a)
Policies 3.24(a)
Products 3.25(a)
Proprietary Information 3.15(a)
Proxy Statement 3.10
Real Property 3.18(a)
Release 3.21(a)(ix)
Representatives | | , 5.2
Sarbanes-Oxley Act 3.7(a)
SEC : 33
SEC Comments 5.4(b)
Securities Act 3.7(a)
Superior Proposal 5.3(b)
Surviving Corporation 1.1
Tax 3.15(a)
Tax Returns 3.15(a)
Taxing Authority 3.15(a)
Termination Fee 9.4(a)
Third Party Proposal 5.3(a)
Uncertificated Shares 2.2(a)
WARN Act 3.20(d)

11.3  Interpretation.

(a) The meaning assigned to each term defined herein shall be equally
applicable fo both the singular and the plural forms of such term and vice versa, and words
denoting either gender shall include both genders as the context requires. Where a word or

phrase is defined herein, each of its other grammatical forms shall have a corresponding
meaning,

{b) The terms “hereof”, “herein” and “herewith” and words of similar

import shall, unless otherwise stated, be construed to refer to this Agreement as a whole
and not to any particular provision of this Agreement.
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() When a reference is made in this Agreement to an Article, Section,
paragraph, Exhibit or Schedule, such reference is to an Article, Section, paragraph, Exhibit
or Schedule to this Agreement unless otherwise specified. :

(d The word “include”, “includes”, and “including” when used in this
Agreement shall be deemed to be followed by the words “without limitation, wmless
otherwise specified.

(e) A reference to any party to this Agreement or any other agreement
or document shall include such party’s predecessors, successors and permitted assigns.

® Reference to any law means such law as amended, modified,
codified, replaced or reenacted, and all rules and regulations promulgated thereunder.

(g)  The parties have participated jointly in the negotiation and drafting
of this Agreement. Any rule of construction or interpretation otherwise requiring this
Agreement to be construed or interpreted against any party by virtue of the authorship of
this Agreement shall not apply to the construction and interpretation hereof.

() All accounting terms used and not defined herein shall have the
respective meanings given to them under GAAP.

[REMAINDER OF PAGE INTENTIONALLY LEFT BLANK]

54



IN WITNESS WHEREOF, Parent, Merger Sub and the Company have caused this
Agreemetit to be signed by their respective officers thereunto daly authorized as of the date first
written above,

UNITED STATES STEEL CORPORATION

Name: Jo . Surma
Title: Chi¢f Executive Officer

WP ACQUISITION HOLDING CORP.

o O fo

Name: Jgfin P. Svimiz
Title: President




LONE STAR TECHNOLOGIES, INC.
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