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PACIFIC NORTHWEST PIPELINE CORPORATION

CERTIFICATE OF DESIGNATION, PREFERENCES AND RIGHTS OF A SERIES OF

CUMULATIVE PREFERRED STOCK BY RESOLUTION OF THE BOARD OF DIREC. .
TORS PROVIDING FOR AN ISSUE OF 42,000 SHARES OF PREFERRED STOCK
DESIGNATED “CUMULATIVE PREFERRED STOCK, CLASS B, $5.60 8ERIES.”

We, C R .Wlu.mu. President, and N M, PAYNR, Secretary, of Paciric NorrawesT PrpE-
sinx Conrcaation (hereinafter referred to as the “Corporation”), a corporation organized and ex:stmg

-+ under the Genersl Corporation Law of the State of Dehmre. in sccordance with the provisions of
* Section 151 thereof, do hereby certify: i

That pursuant to suthority conferred up?n the Bon.rd of Directors by the Certificate of Incor—
poration, a3 amended, of said Corporation, daid Board of Directors st a meeting duly convened
and held on March 31, 1956, at which s quorum was present and acting throughout, adopted
& resolution providing for the issuance of § series of Cumulative Preferred Stock, designated”
“Cumulative Preferred Stock, Class B, $5.60 Series”, which resolution is as followa:

'RESOLVED that pursuant to the iuthonty.ve'ated in the Board of Directors of the Cor-
poration by the Certificate of Incorporation, ss smended, the Board of Directors does hereby
provide for the iasue ‘'of & series of the Cumulative Preferred Stock, without par value, of the

Corporation consisting of 42,000 share and to the extent that the designations, powers,

preferences and relative, participating, optional and other special nghts. and the qualifications,
limitations and restrictions thereof are fiot stated and expressed in the Certificate of Incor-
poration, as amended, does hereby fix and herein state and express such designations, powers,
preferences and relative, participating, optional and other special rights and the qualxﬁcat:ons,,-
limitations and restrictions thereof as follows (all terms used herein which are defined in the
Certificate of Incorporation, as amended, to have the meanings provided in said Certificate
of Incorporation, as amended):
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(1) The Cumulative Preferred #tock of said series is hereby designated Cumulative
Preferred Stock, Class B, $5.60 Series, (herein called “Class B Preferred Stock”).

(2) The dividend rate on the Class B Preferred Stock shall be $5.60 per share per
annum, payable quarterly on the first days of June, September, December and March, and
the date from which dividends thergon shall accrue shall be June 1, 1958, except that if
the number of shares of Class B Pdeferred Stock shall hereafter be increased by further
resolution of the Board of Directors, dividends on such additional shares may accrue from
such other date or dates as may be erd by the Board of Directors in such resolution.

(3) The. holders of the Cluss [B Preferred Stock shall be entitled to receive (in
addition to accrued and unpaid dividends) (1) $100 per share in the event of the involun-

.

" tary liquidation, dissolution or winding up of the Corporation, or (ii) the then applicable '

optional redemption price spec:ﬁcd n Parngraph 4 hereof, in the event of the voluntary

hquldat:on, dissolution or’ wmdmg p of the Corporatlon e g : B };‘:

(4) The Clasl B Preierred Sto tnay e redeemed in cash in whole or in part at nny

time or from time to time at the option of. the Board 'of Directors at the prices and durmg i

the pmoda -et 1orth lbelow, plus an imount aqutl *e the accrued and unpand dmdcnds |

thereon: HEE S AR AR KR R ‘ BN
: ! ‘ f ‘ . TR Price RS
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ToandmcludmgApnll 1 59 q $104.00
Apnlz 1959 to and mt:lud g-April 1, !960 5 oo 10378
Apn] 2, 1960tonud includ gApnl l, 1961 ' 103.50
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- .  Peried- _ Per Shate

April 2, 1961 to and including April 1, 1962 ............ $103.25
- April 2, 1962 to and including April 1, 1963 ............  103.00
April 2, 1963 to and including April 1, 1964 ....... veens 10275
‘April 2, 1964 to and including April 1, 1965 ............ 102.50
April 2, 1965 to and including April 1, 1966 ......... oo 10225
‘April 2, 1966 to and including April 1, 1967 ............ 102,00
April 2, 1967 to and including April 1, 1968 ..... vervens 10L75
April 2, 1968 to and including April 1, 1969 ............ 101.50
April 2, 1965 to and including April 1, 1970 ....... veess 10125
April 2, 1970 to and including April 1, 1971 .,........ .. 101.00
April 2, 1971 to and including April 1, 1972 ....... visr. 10075
April 2, 1972 to and including April 1,1973 ............ 100.50
April 2, 1973 to and including April 1, 1974 ............ 100.25
: On Apnl 2,1974 aud thereafter Chtiesarsesnirine werenan 100.00

The Class B Preferred Stock may also be redeemed in cash for the sinking fund herein-
" after referred to st the sinking fund redemption price of $100 per share plus an amount
equal to accrued and unpaid dividends thereon. The term “accrued and unpaid dividends”
~ as used in this resolution shall mean a sum equal to $5.60 per share per sanum from
the respective dates from which dividends on the shares of Class B Preferred Stock
sccrued to the redemphon date, Iees the aggregate amount of all dividends theretofore
paid thereon, snd fo more.

(5) Within each twelve months’ penod commencing with the twelve montha period
ending August 31, 1966, the Corporat:on ‘shall acquire (unless prevented from doing
s0 by the restrictions contained in the last sentence of Subdivision 3 of Part I of Article
‘Fourth of the Certificate of Incorporation, as amended, or by any restrictions contained
in any mortgage, deed of trust, indenture or loan sgreement or similar agreement of the
Corporat:on), either by the redemption thereof for cash or by purchase thereof for cash
" jn such manner as the Board of Directors may determine from time to time at not
exceeding the sinking fund redemption price thereof, and shall retire, an amount of
Class B Preferred Stock at least equal to

(a) Within each such twelve months’ period to and including the period ending
August 31, 1972, three shares for each 100 shares of Class B Preferred Stock out-
.ltanding' on September 1, 1965;

-(b) Within each such twelve months’ penod endmg after August 31, 1972, to
and including the period ending August 31, 1980, four shares for each 100 lhares of .
-Chse B Preferred ‘Stock outatendmg' on September 1, 1965; :

(c) Within ee.ch such twelve months’ period: endmg' after Auguet 1, 1980 five -
: lha.res for each lw lhares o! Clus 5 Preferred Stock outstandmg on September 1.' ;
: -'1965;: : : :

" provided, however, that if the Corporetion .mn beprevented uy‘;tm restrictions oonu.ined in the |
" last sentence of Subdivision 3 of Part I of Article Fourth of the Certificate of Incorpors-
| tion, as amended, or I:y any restrictions: eenttmed in dny *mortgage, deed of trust, inden-

| ture or:loan egreement of similar ngreement of the ;rporatmn o{ for any other reason
 from acquiring during any twelve months’ | | period he number pf shares of Class B
. Preferred Stock which'in ithe absence of ;hch|rea : _:fnt would be required to| lequ:rc :

" and retire during such penod the shares ngt o ired shall be scquired
. next eucceedmg twelve montha per;od m' M?uc f ¥s>orat:on ihall ‘nat! be: prevented :
; by lneh restnctmnl fmm l.cqumpg and fetiring hares o bd S .
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Any shares of Class B Preférred Steck which shall be (a) redeemed by the Corpora-
tion at the optional redemption price set forth in paragraph 4, or(b) converted into
shares of Common Stock, or (¢) purchased by the Corporation in any such twelve
- months' period and shall not have previously been applied to meet the Corporation’s

sinking fund obligations may be credited on the amount required to be retired in any one

or more of the following twelve months’ periods which the Corporation may designate.
Shares of Class B Preferred Stock of the Corporation redeemed, purchased or converted
and applied to meet its sinking fund obligations, shall not be reissued.

On aﬁd'sfter September 1, 1966 and so long as uiy shares of Class B Preferred
Stock shall remain outstanding, in no event shall any dividends whatsoever, whether in
~ cash, stock or otherwise, be paid or declared, or any distribution be made on any junior

stock, nor shall any junior stock be purchased, retired or otherwise ‘acquired for a

valuable consideration by the Corporation unless on or before the preceding August 31st
the Corporation shall have acquired the number of shares of Class B Preferred Stock
required to have been acquired by such date and applied such shares to the sinking fund
obligation of the Corporation. L ' o ’ '

- (6) So long as any shares of Class B Preferred Stock are outstanding, the Corpora-
tion shall not, without the consent of the holders of a majority of the number of shares
of Class B Preferred Stock at the time outstanding, issue or sell any shares of Cumulative
Preferred Stock or of any additional class of stock ranking prior to or on a parity with

the Cumulative Preferred Stock in respect of dividends or distribution of assets on

liquidation, except (i) the 287,000 shares of Cumulative Preferred Stock, $3.30 Series,
* which are presently reserved for issuance in payment of the 53% Interim Notes, due
 June 1; 1957, in sccordance with the provisions of the Indenture, dated as of March 1,

1955, between the Corporation and The Chase Manhattan Bank as Trustee, (ii) 58,000
- shares iof , Cumulative Preferred Stock, Class A, $5.60 Series, authorized by reso-

lution of '‘even date herewith, (iii) the 42,000 shares of Class B Preferred Stock,

authorized by this resolution and (iv) the 113,000 additional shares of Cumulative
Preferred Stock now authorized by the Certificate of Incorporation, as smended,
unless after giving effect to the proposed issue or sale of such additional stock, the
assets of the Corporation remaining after deducting (a) the amount then payable
upon involuntary liquidation with respect to any stock ranking prior to the Cumulative
Preferred Stock in respect of dividends or distribution of assets on liquidation and (b)
all liabilities (other than (i) liabilities evidenced by the 534% Interim Notes, due June 1,
1957, (ii) Labilities evidenced by the 5.60% Interim Notes, Series A, due June 1, 1958 or
the 560% Interim Notes, Series B, due June 1, 1958, (iii) liabilities evidenced by any
other obligations which at the option of the Corporation are convertible into, or payable
~in, Cumulative Preferred Stock. or stock ranking on & parity with, or junior to, the
- Cumulative Preferred Stock in respect of dividends or distribution of assets on liquidation

~and (iv) capital and surplus accounts) and reserves, shall amount to at least 225% of

. the preference on involuntary liquidation (or, in the ¢ase o shares of stock having par

. value, the par value thereof) of all shares of Cumulative Preferred Stock and all shares |
. of stock ranking on s parity therewith, in respect of dividends or distribution of assets
. on liquidation, to be outstanding immediately after giving effect to such proposed issue
" or sale, or issuable in payment. of the aforesaid: Notes lor issuable at the ioption of the

- ; Corporation upon conversion of, or in payment of, any o:th;er securities to be outstanding -
f FER AR N O T R A AT R .

i jmmedutely after ;uchprop?scd iuue br sale ‘|

For the purpose of this paragraph 6, the assets and liabilities of the Corporation shall
be determined in accordance with the books of account of the Corporation, which shall be Lo
" atice with such system of accous  eany be prescribed by governmental |

rorparation or, in the absence
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(7) (a) The Class B Preferred Stock shall be convertible, ut the option of the
. respective holders thereof, at my time on or before April 1, 1961 (or as to Class B
Preferred Stock called for previous redemption, at any time, prior to the close of business
on the tenth day prior to the date fixed for such redemption unless the Corporation. -
shall default in payment of the redemption price) into full-paid and non-assessable shares
of Common Stock, at' a conversion: price of $30 per share (such price being subject to
adjustment as hereinafter provided). For purposes of conversion, each slm'e of Class B
Pre{erred Stock shall be deemed to have a value of $100.

- ‘Any holder of Class B Preferred Stock elect:ng to convert ahall deposat the cert:ﬁcatu )
for Class B Preferred Stock at the principal office of the Transfer Agent for the Class B
Preferted Stock in the Borough of Mnnhattan, The City of New York, State of New

-+ York w:th the form of written nomce to the Corporation endorsed on such certificates .
- of his election to convert such Class B Preferred Stock into Common Stock duly filled

" out and executed. - The conversion right in respect of any such Class B 'Preferred

Stock shall be deemed to have been exercised at the close of business on the date on

which the certificates therefor, with such notice of election duly filled out and executed,
shall have been so deposxted and the person entitled to receive the Common Stock
issuable upon such conversion ahall be treated for all purposes as the record holder of
such Common Stock at the close of business on said date, The: ‘Corporation shall not
be required, in connection with any such’conversion, to issue a fraction of & share of
its Common Stock nor to deliver any stock -certificate representing a fraction thereof,
‘but in lieu thereof, the Corporat:on shall make a cash payment equal to such fraction
mulhphed by the market price of the Common Stock on the date of conversion, or the
Corporation. shall issue non-dividend bearmg. non-voting Common Stack Scnp (ex-

' changeable for: stock when surrendered in amounts aggregating a full share) 'in such
form, bearer or registered, in such denominations, and containing such other terms and
prov:smns as the Board of Directors may from time to time determine prior to the
issue thereof For the purposes of this paragraph, the market price of the Common
Stock on the date of conversion shall be the closing sales price, or if there were no sales
'then the closing bid price, on the prmc:pal stock exchange on which the Common Stock
is lnsted or, if the Common Stock is not so listed, then the closing bid price in the New
York over-the-counter market. Such pnce shall be determined as of the ¢lose of
busmess on the last full business day in each week and such price as so determmed
shaﬂ continue in effect during the next succeeding week. .

(b) As soon as pnct:cable, and in any event within ten business days after the date
' of conversion of any Class B Preferred Stock into Common Stock, the Corporatwn shall
- deliver: to the person entitled thereto, at the principal office of the Transfer Agent for -
the Common Stock of the Corporatnon to which such Class B Preferred Stock shall have
_ been presented for conversion, certificates representing ‘the shares of Common Stock -
and the cash or Common Stock Scrip, if any, to which such person sh:!l be Qnt:tled on
such conversion. The Corporation, as a condition to the exercise of such rights of con-
version, may require the payment of s sum equal to any transfer tax or other g-ow:rnmental
charge (but not including any tax payable upon the issue of stock deliverable hpon such .
conversion) that may be imposed or required by law, upon sny transfer incidenul or
- pnor thereto, or the submsss:on of proper proof that the same has been pmd ;

(c) The conversion price shall be subject to adjustment as follows:

A. For the purposes of this Subdivision A, the term “current eonveruon price” is -

defined as meaning at any given time the conversion price then in effect; and the term

- “curgent quotient” is defined as meaning on any given date the tmount determmed at
] the close of business on such day by dividing:

. (I) an amount equal to (a) the total number of shares oi Common Stock out-
,ltandmg when the current conversion price became effective, exclusive of any such

Y _
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shares which may have been issued after the date hereof as provided in Sub-
division, € hereof, multiplied by the current conversion price, plus(b) the aggregate
of the amount of all consideration, if any, received by the Company upon all issuances
of shares of Common Stock since the current conversion price became effective and
‘prior to the time of determination of the current quotient except shares of Common

- Stock issued as provided in Subdivision C hereof, by ' R ;
- (II) the total number of shares of Common Stock outstanding immediately prior
~ to the time of such determination, but excluding any such shares which may have
been issued as provided in Subdivision C hereof. = o P

" For the purposes of the above computation, the number of shares of Common Stock
-outstanding at any time shall include, without duplication, the number of shares then
~ deemed to have been issued as provided below in this Subdivision A; and the con-
sideration received by the Corporation upon issuances of shares of Common Stock shall” .
- include, without duplication, consideration deemed to be received as provided  below
in this Subdivision A. In determining the ¢urrent quotient the result shall be expressed
to the nearest cent. : ' SR : = 5

In case at the close of business on any date, the current conversion price shall

exceed the turrent quotient by as much as 25 cents (or, in case adjustment of the
“conversion price has taken place pursuant to Subdivision B of this sub-paragraph (c),
the amount which shall be in the same proportion to 25 cents as the conversion price
after the latest such adjustment shall be to $30) the conversion price shall be reduced
~ to the price equal to the current quotient, effective at the close of business on such
" date. | In case of & subdivision or combination of the outstanding shares of Common =
Stock, the conversion price shall first be reduced, effective immediately prior to an
adjustment of the conversion price pursuant to Subdivision B of this sub-paragraph (<),
by the amount, if any, by which the current conversion price shall exceed the current
. ‘quotient, ' ' ' o L ;

- For the purposes of this. Subdivision A, the following provisions shall also be
applicable, | ‘ - o

-%(i) In case of the issuance of additional shares of Common Stock for cash, the
_consideration received by the Corporation therefor shall be deemed to be the amount

- of cash received by the Corporation for such :shares before deducting therefrom any
commissions or other expenses paid or incurred by the Corporation for any under.

- writing of, or otherwise in connection with, the issuance of such shares. - '

(ii) In case of the issuance (otherwise than upon conversion or exchange of
obligations or shares of stock of the Corporation or upon the exercise of rights or -
options to subscribe for or to purchase shares of Common Stock) of additional
shares of Common Stock for a consideration other than cash or a consideration a

part of which shall be other than cash, the amount of the consideration other: than ~

. cash received by the Corporaticn for such shares shall be deemed to be the value of .
~such consideration as determined. by & resolution of the Board of Directors.
(iii) In case of the issuance of additicnal shares of Common Stock upon con-
version or exchange of any obligations or of mny shares of stock of the Corporation
 (including the Class B Preferred Stock) that shall be convertible into or exchange-
sble for shares of Common Stock or upon- the ‘exercise .of rights or options to’
- subscribe for or to'purchase shares of Common Stock, the amount of the considera-

tion received by the Corporation for such additional shires of Common Stock shall be

deemed to be the total of (a) the amount of the consideration teceived by the Corpo--
ration upon the original issuance of such obligat’idns,.sha;cs, rights or options, as -
the case may be, plus (b) the consideration, if any, other than such obligations,

-8
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shares, rights or options, received by the Corporation upon such conversion, ex-
“ change, or exercise except.in adjustment of interest and dividends. If obligations,
shares, rights or options, of the same class or series of a class as the obligations,
shares, rights or options, so converted, exchanged or exercised have been originally
issued for different amounts of consideration, then the amount of consideration
received by the Corporation upon the original issuance of each of the obligations,
shares, rights or options, so converted, exchanged or exercised shall be deemed to be
the average amount of the consideration received by the Corporation upon the orig-
inal issuance of all such obligations, shares, rights or options. The amount ot the
consideration received by the Corporation upon the original issuance of the obliga-
tions, shares, rights or options, so converted, exchanged or exercised and the amount
of the consideration, if any, other than such obligations, shares, rights or options,
received by the Corporation upon such conversion, exchange or exercise shall be
determined in the same manner provided in clause (i) and clause (ii) above with
respect to the consideration received by the Corporation in case of the issuance of
additional shares of Common Stock; if such obligations, shares, rights or options shall
have been issued as a dividend upon any stock of the Corporation, the amount of
the consideration received by the Corporation upon the original issuance thereof
shall be deemed to be zero,

(iv) In case of the issuance of additiona! shares of Common Stock as a dividend,
the aggregate number of shares of Common Stock issued in payment of such dividend
shall be deemed to have been issued and to be outstanding at the close of business
on the record date fixed for the determination of stockholders entitled to such
dividend and shall be deemed to have been issued without consideration. Shares
of Common Stock issued otherwise than as a dividend shall be deemed to have been
issued and to be cutstanding at the close of business on the date of issye.

(v) The term “dividend” shall mean a dividend or other distribution upon stock
of the Corporation.

(vi) The number of shares of Common Stock at any time issued and outstand-
ing shall include all shares of Common Stock then owned or held by or for the
account of the Corporation and all shares of Common Stock acquired by the Cor-
poration subsequent to the date hereof and retired.’

(vii) In the event of a declaration of a dividend by the Corporation without the
fixing of a record date for the determination of stockholders entitled thereto, the
first business day during which the stock transfer books of the Corporation shall be
closed for the purpose of such determinatioq shall be deemed to be the record date

. fixed for the determination of stockholders entitled to such dividend.

(viii) In case of the issuance of any rights to subscribe for or to purchase, or

any options for the purchase of additional shares of Common Stock (other than any

. such rights or options granted for a consideration other than cash and pursuant to
. which additional shares of Common Stock will be issuable for a consideration other
than cash) at a price per share for the additional shares of Common Stock jssuable

" upon the exercise of such rights or options lesa than the current conversion price
. immediately prior to the issuance of such rights or the granting of such options,
. then, if such rights or options expire not more than 90 days aften the date of issue
 thereof, no issuance of Common Stock'shall be deemed to have occurred pursuant to
- such rights or options until the expiration thereof. The shares of Common Stock
. actually issued pursuant thereto shall be deemed to have been issued as of the date
. of the expiration of such rights or options. In such case the amount received by the
' Compaxfly in consideration of the isstahce of such rights or options (plus the actual

‘aggregate amount of premium ox_‘__ac;l_di:tiona_lf@ﬁ#i@cra{ion payable ;_to:t_h'e‘Compan'y —




upon the exercise of such rights or options) before deducting therefrom any com-
missions or other expenses paid or incurred by the Company for any underwriting
of, or otherwise in connection with, the issuance of such rights or options, shall be
deemed to be the consideration actually received (as of the date of expiration of such
rights or options) for the issuance of the additional shares of Common Stock.
actually issued.

(ix) In case of the issuance of any rights to subscribe for or to purchase, or any
options for the purchase of, additional shares of Common Stock (other than any
such rights or options referred to in clause (viii) or granted for a consideration other
than cash and pursuant to which additional shares of Common Stock will be issuable
for a consideration other than cash) at a price per share for the additional shares of
Common Stock issuable upon the exercise of such rights or options less than the
current conversion price immediately prior to the issuance of such rights or the
granting of such options, then the issuance of such rights or options shall be deemed
to be an issuance (as of the date of issuance of such rights or options) of the total
maximum number of shares of Common Stock issuable upon the exercise of all such
rights or options, In such case, the amount received or receivable by the Corporation
in consideration of the issuance of such rights or options (plus the minimum aggre-
gate amount of premium or additional consideration payable to the Corporation upon
the exercise of such rights or options) before deducting therefrom any commissions
or other expenses paid or incurred by the Corporation for any underwriting of, or
otherwise in connection with, the issuance of such rights or options, shall be deemed
to be the consideration actually received (as of the date of issuance of such rights
or options) for the issuance of the additional shares of Common Stock.

(x) In case the Corporation shall issue any shares of stock or obligations con-

vertible into or exchangeable for shares of Common Stock, or rights to subscribe
for or options to purchase such convertible or exchangeable stock or obligations,
and the price per share at which Common Stock is deliverable upon conversion or
exchange of such stock or obligations (determined by dividing (a) the total amount
received or receivable by the Corporation in consideration of the issuance of such stock
or obligations or of such rights or options, plus the minimum aggregate amount of
premiums (if any) payable to the Corporation upon the conversion or exchange, by
(b) the total maximum number of shares of Common Stock necessary to effect the
conversion or exchange of 21l such convertible or exchangeable stock or obligations)
shall be less than the current conversion price immediately prior to the issuance
of such convertible or exchangeable stock or obligations or the issuance of such
rights or options, then such issuance shall be deemed to be an issuance (as of the
date of issuance of such convertible stock or obligations or such rights or options)
of the total maximum number of shares of Common Stock issuable upon the con-
version or exchange of all such convertible securities (disregarding for this purpose
any anti-dilution provision contained in such convertible securities). In such case
the amount received or receivable by the Corporation in consideration of the jssuance
of such convertible or exchangeable stock or obligations or such rights or options
(plus the minimum aggregate amount of premium or additional consideration pay-
able to the Corporation upon conversion or exchange of the stock or obligations)
before deducting therefrom any commissions or other expenses paid or incurred
by the Corporation for the underwriting of, or otherwise in connection with, the
issuance of such stock, obligations, rights or options, shall be deemed to be the
. consideration actually received (as of the date of issuance of such stock, obligations,
rights or options) for the issuance of the additional shares of Common Stock.

(xi} The consideration actually received by the Corporation for any shares of
Common Stock issued upon the conversion or exchange of such stock or obligations
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or upon the exercise of such rights or options, which pursuant to clause (ix) or
‘clause (x) of this Subdivision A is deemed to have been received, shall not be
included in clause (b) of subparagraph (I) of this Subdivision A for the purpose
of computing the current quotient and no further adjustment of the conversion price
shall be made in respect thereof. In case, however, such stock or obligations shall be
convertible at a conversion price, or such rights or options shall be exercisable at a
purchase price, per share equal to or in excess of the current conversion price
immediately prior to the issuance or sale of such convertible stock or obligations

" or of such rights or options, then no adjustment of the conversion price shall be
made except in respect of additional shares of Common Stock actually igsued upon
the conversion or exchange of any such convertibie stock or obligations or upon the
exercise of any such rights or options.

(xii) Anything herein contained to the contrary notwithstanding, the considera-
tion received by the Company for the issuance of its 5.60% Interim Notes, Series B,
due June 1, 1958, shall be deemed to be the principal amount thereof, the con-
sideration received by the Company for the issuance of Class B Preferred Stock
jssued in payment of said Notes shall be deemed to be $100 per share, and the
consideration received by the Company for shares of Common Stock issued in

- redemption of said Notes pursuant to the terms thereof or in redemption of
Class B Preferred Stock in accordance with paragraph 8 hereof, shall be deemed
to be an amount equal to the redemption prices of the Notes and the Class B
Preferred Stock so redeemed, at the applicable dates of redemption, plus accrued
and unpaid interest or accrued and unpaid dividends, as the case may be, to a date
10 days after the redemption date.

(xiii) There shall be deemed to be issued and outstanding as of the date hereof
2,812,029 shares of Common Stock of the Company.

B. In case the Corporation shall at any time subdivide the outstanding shares of
Common Stock issuable upon conversion of the Class B Preferred Stock, the conver-
sion price in effect immediately prior to such subdivision shall be proportionately
decreased, and in case the Corporation shall at any time combine the outstanding
shares of Common Stock issuable upon conversion of the Class B Preferred Stock,
the conversion price in effect immediately prior to such combination shall be propor-
tionately increased. Any such adjustment shall become effective at the close of business
on the date that such subdivision or combination shall become effective.

C. No adjustment of the conversion price shall be made as a result of or in
connection with the issuance of shares of Common Stock of the Corporation up to,
but not exceeding, in the aggregate 150,000 shares pursuant to options and stock
purchase agreements outstanding on the date hereof or hereafter granted or
entered into with officers or employees of the Corporation or of any subsidiary in
connection with their employment, whether entered into at the beginning of the
employment or at any time thereafter; provided, however, that the option or purchase
price per share of Common Stock payable under such options or stock purchase
agreements shall not be less than B5% of the closmg sales price (or if there were no
sales, the closing bid price) of the Common Stock on the prmcnpal stock exchange on
which the Common Stock is listed or, if the Common Stock is not so listed, the closing
bid price on the New York over-the-counter market,’in each case determined as of the
date on which such optxon was granted or such agreement was entered mto, as the
case may be ; - ; ; -

D. Whenever the conversion price is- ad]usted as herem prowded the Corporat:on :
‘ ehall promptly ﬁle thh the Transfer Agent . cert:fg 1te ¢
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accountants setting forth the conversion price after such adjustment and setting forth
a brief statement of the facts requiring such adjustment. Such certificate shall be
conclusive evidence of the correctness of such adjustment, '

E. No adjustments in respect of dividends shall be made upon the conversion
of any Class B Preferred Stock.

(d) In case of any reclassification or change of outstanding shares of Common Stock
issuable upon coaversion of the Class B Preferred Stock (other than a change in par
value, or from par value to no par value, or from no par value to par value, or as a
result of & subdivision or combination), or in ease of any consolidation or merger of
the Corporation with or into another corporation (other than a merger with a subsidiary
in which merger the Corporation is the continuing corporation and which does not result
in any reclassification or change of outstanding shares of Common Stock of the class
issuable upon conversion of the Class B Preferred Stock), or in case of any sale or
conveyance to another corporation of the property of the Corporation as an entirety or
* substantially as an entirety, the Corporation, or such successor or purchasing corporation,
as the case may be, shall give to the holder of each share of Class B Preferred Stock then
outstanding the right to convert such share of Class B Preferred Stock into the kind
and amount of shares of stock and other securities and property receivable upon such
reclassification, change, consolidation, merger, sale or conveyance by a holder of the
number of shares of Common Stock of the Corporation into which such share of Class B
Preferred Stock might have been converted immediately prior to such reclassification,
change, consclidation, merger, sale or conveyance. The above provisions of this sub-
paragraph (d) shall similarly apply to successive reclassifications and changes of shares
of Common Stock and to successive consolidations, mergers, sales or conveyances.

(¢) The Company covenants that it will at all times reserve and keep available out
of its authorized Common Stock, solely for the purpose of issue upon conversion of
Class B Preferred Stock as herein provided, such number of shares of Common Stock
as shall then be issuable upon the conversion of all outstanding Class B Preferred Stock.
The Corporation covenants that all shares of Common Stock which shall be so issuable
shall be duly and validly issued and full paid and non-assessable.

Before taking any action which would cause an adjustment reducing the conver-
sion price below the then par value of the shares of Common Stock issugble upon
conversion of the Class B Preferred Stock, the Corporation will take any corporate action
which may, in the opinion of its counsel, be necessary in order that the Corporation may
validly and legally issue full paid and non-assessable shares of such Common Stock at
such adjusted conversion price. ' -

The Corporation covenants that if any shares of Common Stock, required to be
reserved for purposes of conversion of Class B Preferred Stock hereunder, require regis-
tration with or approval of any governmental authority under any Federal or State law,"
or listing on any national securities exchange, before such shares may be issued upon’ -
conversion, the Corporation will in good faith and as expeditiously as possible endeavor
to cause such shares to be duly registered, or approved, or listed on the relevant national:
securities exchange, as the case may be. o o : : :

(f) Incaseatany time: . S | T i

(i) the Corporation shall pay any dividend payable in'shares ypon its Common’ |

Stock or any distribution {other than cash dividends) shall be made to thé holders of -

its Common Stock; or - I S LR PLICE TR P ol
(i) the:Corporation shall offer for subscription pro rata to.the holders of its

Common Stock any additional ghares of any class or any other righta;
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(iii) of any capital reorganization, or reclassification of the shares of the Corpora-
tion or of the consolidation or merger of thé Corporation with another corporation; or,

(iv) of the voluntary dissolution, liquid'ation' or winding up of the Corporation ;

then, and in any one or more of said cases, the Corporation shall cause at least ten days’
prior notice to be mailed to the Transfer Agent and to the registered holders of the Class B
Preferred Stock of the date on which (x) the books of the Corporation shalt close, or a
record be taken for such stock dividend, distribution or subscription rights, or (y) such
capital reorganization, reclassification, consolidation, merger, dissolution, liquidation or
winding up shall take place, as the case may be. Such notice shall also specify the date
as of which holders of Common Stock of record shall participate in said dividend, distribu-
tion or subscription rights or shall be entitled to exchange their Common Stock for
securities or other property deliverable upon such capital reorganization, reclassification,
consolidation, merger, dissolution, liquidation, or winding up, as the case may be.

(8)(a) The Corporation shall have the right at any time to redeem the Class B
Preferred Stock, a3 a whole or from time to time in part, by issuing and delivering to -
the holders of record of the Class B Preferred Stock being redeemed shares of Common
Stock upon the basis set forth in sub-paragraph (d} of this paragraph 8; provided, however,
that at the time of such election there shall not be unpaid any principal, premium or
interest which shall theretofore have become due under the terms of any outstanding
securities evidencing indebtedness of the Corporation, unless the holders of not less
than 6634% of the outstanding Class B Preferred Stock shall have waived in writing
the conditions set forth in this proviso either generally or in a particular instance; and
provided, further, that in order to exercise such right the Corporation shall deliver to the
Transfer Agent for the Class B Preferred Stock or to the holders of record thereof on
or prior to the date fixed for such redemption (1) a certificate signed by its President or a
Vice President and by its Treasurer or Secretary, stating that either (i) at the time there
is not unpaid any principal, premium or interest which has theretofore become due under
the terms of any outstanding securities evidencing indebtedness of the Corporation, or (ii)
the waiver referred to in the preceding proviso has been effected; and (2) an opinion
of counsel (who may be of counsel to the Corporation), addressed to such holders, to the
effect that shares of Common Stock to be issued and delivered in redemption of the
Class B Preferred Stock being redeemed will be validly issued, full paid and non-assessable
- and that any registration with or approval of any governmental authority under any
Federal or State law, or listing on any national securities exchange, required before such
shares may be 50 issued and delivered, has been effected or obtained as the case may be,

(b) In case of the redemption of only part of the outstanding Class B Preferred
Stock pursuant to sub-paragraph (a) of this paragraph 8, the Corporation shall select by
lot the shares so'to be redeemed. The Board of Directors shall have full power and
~authority to prescribe the manner in which the drawings by lot shall be conducted.

- (e) At least twenty days’, but not more than thirty days’, previous notice of any
redemption of Class B Preferred Stock pursuant to sub-paragraph (a) of this paragraph 8
shall be mailed, addressed to the holders of record of the shares to be redeemed at their
respective addresses ns the same shall appear on the books of the Corporation as of
such date not more than thirty-five days prior: to the redemption ' date as shall be
established by the Board of Directors, and such natice shall alsc be published in a
daily newspaper printed in the English language and published and. of igeneral ‘circula- -

-tion in the Borough of Manhattan, The City of New York. :If the certificate and ‘opinion
. required by sub-paragraph ((a) of this paragraph 8 have not yet been delivered, such notice

. shall contain an appropriate statement to that effect and to the effect that in the event .
. that auch delivery, had not been made ptiar to the date: fixed for redemption such redemp- |
'tion will not be effected. || |1 i b g
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(d) The number of shares of Common Stock to be delivered on sny redemption
of any share of Class B Preferred Stock effected under this paragraph 8 shall be (i) the
redemption price specified in paragraph 4 hereof, as of the date fixed for redemption,
plus accrued and unpaid dividends to the date ten days subsequent to the date fixed for
redemption, divided by (ii) 90% of the market price of the Common Stock as of the
date preceding the date fixed for redemption, or if, in the opinion of counsel for the
Corporation, & registration statement with respect to the Common Stock to be issued
on such redemption is required to be filed and to become effective under the Securities -
Act of 1933 prior to such issuance, then as of the last business day prior to the date
that such registration statement becomes effective. For the purposes of this para-
graph 8, the market price of the Common Stock as of a particular date shall be the
closing sales price (or if there were no sales, the closing bid price) on the principal
stock exchange on which the Common Stock is listed or, if the Common Stock is not
80 listed, the closing bid price on the New York over-the-counter market. The Corpo-
ration shall not be required in connection with sny rcdemptxon under this paragraph 8
to issue & fraction of & share of its Common Stock, but in lieu thereof, the Corporation
shall make a cash payment equal to such fraction multiplied by the market price of
the Common Stock on the date fixed for redemption or the Corporation shall issue
non-dividend bearing, non-voting Common Stock Scrip (exchangeable for stock when
surrendered in amounts aggregating a full share) in such form, bearer or registered,

in such denominations, and containing such other terms and provisions as its Board of

Directors may determine prior to the issue thereof.

(¢) The Corporation covenants that if any shares of Common Stock to be jssued
in redemption of Class B Preferred Stock require registration with or approval of any
governmental authority under any Federal or state law, or listing on any national
securities exchange, before such shares may be issued upon such redemption, the Corpora-
tion will in good faith and as expeditiously as possible endeavor to cause such shares
to be duly registered, or approved, or listed on the relevant national securities exchange,
as the case may be. The Corporation agrees that if, in the opinion of its counsel, regis-
tration of any of the Common Stock to be issued in redemption of any Class B Preferred
Stock is required under the Securities Act of 1933, the date fixed by it for redemption of
such Class B Preferred Stock under this paragraph 8 will be the first business day
following by at least ten days the date when a registration statement relating to such
shares is to become effective under said Act.

(f) If notice of redemption shall have been duly given in accordance with sub-para-
graph (c) of this paragraph 8 and the certificate and opinion called for by sub-paragraph
(a) of this paragraph 8 shall have been duly delivered, the Corporation shall on or before
the date fixed for redemption issue in the name of the nominee or nominees of a bank or
trust company (which is in good standing, is organized under the laws of the United-States
of America or of the State of New York, does business in the Borough of Manhattan,
The City of New York and has a capital, surplus and undivided profits aggregating at
least $5,000,000), in trust for the holders of the Class B Preferred Stock being redeemed,
certificates for the shares of Common Stock, Common Stock Scnp, if any, and cash in lieu
of fractional shares, which such holders are entitled to receive on such redempt:on If
the Corporation has made such deposit, duly delivered such certificate and opinion and
either (i) duly given notice of such redemption, or (ii) irrevocably authorized such bank
or trust company, on behalf and at the expense of the Corporation, to cause the notice of
redemption to be duly given as herein provided at least twenty days prior to the redemp-
tion date, then and thereupon, notwithstanding that any certificate for shares of Class
B Preferred Stock so called for redemption shall not have been surrendered for cancella- -
tion, all shares of Class B Preferred Stock with respect to which such deposit shall have -
been made shall no longer be deemed to be outstandmg and all rights with respect to such
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shares of Class B Preferred Stock shail forthmth cease and termmate, except only the
right of holders thereof to receive from such bank or trust company, at any time after
the time of such deposit, the number of shares of Common Stock, Scrlp, if any and cash
in lien of fractional shares to which such holders are entitled.’ Any . shares of Common
Stock, Scrip or cash 80 deposited by the Corporation and unclaimed at the end of seven
years from the date fixed for such redemption shall be redelivered to the Corporation
upon - its request expressed in a resolution of its Board of Directors, ‘After such
redelivery, the Corporation shall have no obl:getion to del:ver Common’ Stoek or Common
Stock Scrip in respect of any share of Class ‘B Preferred Stock so redeemed on the
presentation thereof subsequent to such redelivery, The Corporation .only obligation
with respect to any share of Class B Preferred Stock so0 redeemed and presented sub-
sequent to such redelivery shall be solely to pay to 'the holder thereof in cash the
redempt:on price of said share which would have been ;payable had Fiuch share been
redeemed in cash on the date fixed for its redemption. under the provisions of paragraph 4,
plus accrued hnd unpaxd d:v:dends to g date ten dnye subsequent to ithe date ﬁxed for
redemptmn | i P

() The pesuance of eert:ﬁeates for shares of Common Stock end/or Common Stock
Senp pursuent to this paragraph 8 shall be made without charge to the holder for any
tax in respect of the issuance of such certificates and such certificates shall be issued in
the respective names of, or in such names as may be d:rected by the holdcrs of the
Class B Preferred Stock redeemed; provided, however, that in the event that certificates
for such Common Stock or Common Stock Scrip are to be issued in a name other than
the name of the holder of record of the Class B Preferred Stock redeemed Class B
Preferred Stock when surrendered shall be accompanied by an instrument of transfer
satisfactory to the Corporation, duly executed by the holder of record thereof or his
duly authorized attorney; and provided, further, that the Corporation shall not be required
to pay any tax which may be payable in respect of any transfer involved in the issuance
and redelivery of any such certificates in a name other than that of the holders of record
of the Class B Preferred Stock redeemed, and the Corporation shall not be required to
issue or deliver such certificates unless or until the person or persans requestmg the
issuance thereof shall have paid to the Corporation the amount of such tax or shall have
established to the satisfaction of the Corporat:on that such tax has been paid.

(h) In case of any consolidation or merger of the Corporation into or with any other
corporation or any sale or transfer of all or substantially all of the property and assets of
the Corporetion to any other corporation lawfully entitled to acquire the same, or suc-
cessive consolidation, mergers, sales or transfers to which the Corporation or its successor
or successors shall be a party or parties, the Common Stock which the Corporation or the
successor corporation shall be entitled to: deliver in ‘redemption of Class B Preferred
Stock shall be the common stock of such, successor corporntnon .

() The provistons of Subdivision 4 of Part 1 of Amcle Fourth of the Cemﬁeate o!'
Ineorpormen of the Corporation, as amended havmg been intended to be, and being,
applicable only in the case of redemptions for cash, shalt not apply to redempt:ons eﬁected
:under the provmons of thls peragraph 8 o b BT

- (9) The meber of sheres pf Class B Preferred} 5 R
Corporatlon s: euthomed and umssued Cumulatwe P : Y ,bc ncreased by
further resolqtlon 'duly adopted by the. ‘Board 'of Directots and the _ﬁfui and recordmg§ A

- of & certificate pursuant {o the provis:ons of the Geneﬂh Corpora’ ion Law of R

'Delaware staﬁng that such increns ha been so tu‘ch nzed pri ided“ howeve

Preferred Stock ahall be is ” n or a.fter Ser
i I “ ii -
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. IN WiTness Waerzor said Paciric NoxrrwEST PrreLiNg Conrouﬁou Bas caused lb.eorpohte
seal to be hereunto affixed and this ’ért:ﬁcate to_be signed by. C. R Wlﬂums o President and
Leon M. Payne as Secretary this /7 day of Apﬂl 1956 : _

PACIFIC NORTHWEST PIPELINE CORPORATION

-

Atte!:e‘/C _
. ‘ ecretary

'By_@,.

. President.

PACIFIC NORTHWEST PIPELINE CORPORATION
CORPORATE SEAL 1949
DELAWARE
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StaTE OF TEXAS, . - '

CouxrvorHams ' :

- : / - B 17 REMEMBERED, that on thna/zzxday of April, 1956, penom!ly came before me "%‘“ 7
o _ a Notary Public in and for the County and State aforesaid, C. R. WiLLIAM ident
of Pacific Northwest Pipeline Corporation, a corporation of the State of Delaware, and ‘one of the
persons who signed the foregoing Certificate and he, the said C. R. WiLLIANS, as Prcs:d:nt, duly
 executed the Certificate before me and acknowledged the said Certificate to be his act and deed;
 that the signatures of the said President and of the Secretary of said Corporation to said ioregomg :
 Certificate are in the handwriting of the said President and Secretary of said Corporstion respec-
tively and that the seal ;ﬂixed to llld Cemﬁclte is the corporate seal of said Corporatmn

IN WiTnEss WHEREOF, I have hereunto set my hand and seal of office the day o,nd ynr aforesaid.

ﬁ ;,5 ,i. - . 25 | ¢,l:j§,,, 4 C;bg;VVﬁahu/.

N EUPIRES JUNE 1,308 ©

s CTHITIO b /i z/v aswd Yor
Y Lol

AR

NOTARY PUBLIC
COUNTY OF FARRIS, TEXAS
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S Yohn N. McBomell, ymamy of Sats ofthe Hateof Dolusare,
B hereby rertify M%WWMWWWM&M%

Certificate Designating Cumulative Preferred Stock, Class B, $5.60
Series of the "PACIFIC NORTHWEST PIPELINE CORPORATION", as received
and filed in this orfiee the twenty=third day of April, A.D, 1956,
at 8:30 o'clock A.M,

In Testimony Whevenf, fmmwzww
and officialseadat Dover i tuenty-rirst day
% May en%eymg/m,%od
onelhodsand ninehundrodand. __ TLEEY-81%-

Mn); ’eLineell

- Secretary of Stats

MAJOMLAM

Asr’t. Secretary of State
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