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PLAN AND AGREEMENT OF REORGANIZATION
BETWEEN
DIAMOND SHAMROCK CORPORATION
: AND :
NATOMAS COMPANY

PLAN AND AGREEMENT OF REORGANIZATION, as amended (the “Agreement”), dated as
of May. 30, 1983, between Diamond Shamrock Corporation, a Delaware corporation (*Diamend”),
and Natomas Company, a California corporation (“Natomas”).

The Boards of Directors of Diamond and Natomas deem it advisable and in the best interest of
their respective shareholders that each of such corporations become a subsidiary of a new corporatiun
*New Parent”) pursuant to the mergers hereinafter provided for and desire to make certain repre-
sentations, warranties and agreements in connection with such mergers.

IT IS, THEREFORE, AGREED:
ARTICLE ONE
Tar Mencens

-~

Section 1.1 Organization of New Parent. Diamond will promptly form New Parent under the
laws of the State of Delaware, The certificate of incorporation and by-laws of New Parent in effect
the time of consummation of the mergers hereinafter provided for shall be substantially identical
to the certificate of incorporation and by-laws of Diamond as in effect immediately prior to such con-
ummation, with such changes as may be necessary to carry out the terms of this Agreement or as
amond may otherwise deem appropriate; provided, however, that (i) New Parent’s authorized
italization shall not be less than 15,000,000 shares of preferred stock and 150,000,000 shaves of
- commom stock, without par value (*New Parent Common Stock™) and (ii) the New Parent Series
. $4.00 Cumulative Convertible Preferred Stock (“New Parent $4.00 Preferred Stock”) into which the
.Natomas Preferred Stock {as hereinafter defined) shall be converted (if the Natomas Preferred
“Approval, as hereinafter defined, is obtained) shall be issued as a Series of New Parent preferred
~ stock having terms applicable to preferred stock generally identical to those contained in Diamond’s
- Certificate of Incorporation as currently in effect and shall, to the extent not inconsistent with such
* terms, contain terms substantially identical to the Natomas Preferred Stock, except for such changes
as Diamond and Natomas shall be advised by counsel are necessary to conform to the laws of the
State of Delaware, changes to provide for customary antidilution provisions in the event of mergers
and similar events and changes to make such securities rank on a parity with the New Parent $2.07
Preferred Stock (as hereinafter defined). Upon consummation of such mergers, the officers of New
Parent shall be those persons who held office in Diamond immediately prior to consummation of
such mergers, and the directors of New Parent shall be those persons who were directors of Diamond
~ immediately prior to such consummation plus four designees of Natomas, two of whom, who shall
be selected by Natomas, shall be from among those directors of Natomas who are such on the date
hereof and are on the date hereof officers of Natomas and two of whom, who shall be mutually agreed
~to by Natomas and Diamond, shall be from among those persons who on the date hereof are direc-
~tors of Natomas but on such date are not officers of Natomas. Upon consummation of such mergers,
- William H. Bricker, Chairman of the Board and Chief Executive Officer of Diamond, shall be the
“Chairman of the Board and Chief Executive Officer of New Parent and Dorman L. Commons, Chair-
“man of the Board and Chief Executive Officer of Natomas, and J. Avery Rush, Jr., Vice Chairman of
the Board of Diamond, shall each be Vice Chairman of the Board of New Parent. The directors and
officers of New Parent prior to consummation of such mergers shall be as designated by Diamond
and prior to consummation of such mergers New Parent shall be wholly-owned by Diamond.

... Section 12 Digmond Merger‘,l Diamond will cause New Parent to form a wholly-owned Delaware
subsidiary called D Sub, Inc., or such other name as Diamond shall select (“D Sub”). Diamond will




<e D Sub to execute and deliver, and Diamond will execute and deliver and submit to Diamond’s

okholders -for adoption, together with this Agreement in accordance with Article Two hereof, a

Plan and Agreement of Merger containing customary terms with regard to the exchange of shares as

ein provided (the “D Sub Merger Agreement”), providing for the merger of D Sub into Diamond

the surviving corporation in the D Sub Merger and, as a

arent, and each share of Diamond Common Stock, with-

£ pa (“Diamond Common Stock”), outstanding immediately prior to the consummation of

the D Sub Merger shall therein be converted into and become one share of New Parent Common

tock. Each share of Diamond’s $2.07 Cumulative Convertible Preferred Stock, without par value

“Diamond Preferred Stock™), outstanding immediately priot to the copsummation of the I Sub

ger shall therein be converted into and become one share of $2.07 Cumulative Convertible Pre-

od Stock, without par value, of New Parent having substantially the same rights, privileges and
erences with respect to New Parent as the Diamond Preferred Stock now has with respect to

“New Parent $2.07 Preferred Stock”™) except that each share of New Parent $2.07 Preferred

tock initially shall be convertible into the number of shares of New Parent Common Stock to which

1der of the number of shares of Diamond Common Stock deliverable upon conversion of one

¢ of Diamond Preferred Stock would have been entitled upon the D Sub Merger (assuming such

nversion had occurred immediately prior to the D Sub Merger (the “Initial Conversion Amount”);

ovided, however, that if the requisite vote of the holders of Diamond Preferred Stock, voting as a

parate class to approve the conversion described in this sentence, is not obtained (such approval

eing hereinafter referred to as the “Diamond Preferred Approval”), then each share of Diamond

eferred Stock outstanding immediately prior to the consummation of the D Sub Merger will remain

ststanding as Diamond Preferred Stock following the D Sub Merger and initially shall be con-

ertible into the Initial Conversion Amount of New Parent Common Stock. Diamond shall use its best

: ger to be consummated and to cause the holders of the Diamond Pre-

] or of the D Sub Merger. Diamond shall take such action as is necessary,

s sole stockholder of New Parent, to cause New Parent, as the sole stockholder of D Sub, to cause

D Sub to execute, deliver and perform the D Sub Merger Agreement.

_ Section 1.3 Natomas Merger. Diamond will cause New Parent to form a wholly owned California
ubsidiary called N Sub, Inc., or guch other name as Diamond shall select (“N Sub”), and cause N Sub
execute and deliver, and Natomas will execute and deliver and submit to Natomas' shareholders
roval, together with this Agreement in accordance with Article Two hereof, a Plan and Agree-

ent of Merger containing customary terms with regard to the exchange of shares as herein provided
rger Agreement”), providing for the merger of N Sub into Natomas (the “N Sub

as shall be the surviving corporation in the N Sub Merger and as a resuit thereof

1 ¢ New Parent, and each of Natomas’ Common Shares, $1 par value (“Natomas
Common Stock™), outstanding immediately prior to the consummation of the N Sub Merger shall
therein be converted into and become 1.05 shares of New Parent Common Stock. Each Natomas $4.00
Series ¢ Cumulative Convertible Preferred Share, $1 par value (the “Natomas Preferred Stock™),
outstanding immediately prior to the consummation of the N Sub Merger shall therein be converted
into and become one share of New Parent $4.00 Preferred Stock convertible into a number of shares
of New Parent Common Stock equal to the number of such shares that would have been received in
. the N Sub Merger by the holder thereof if he had converted such share of Natomas Preferred Stock
into shares of Natornas Common Stock immediately prior to consummation of the N Sub Merger (after
giving effect to any required adjustment in the conversion rate of the Natomas Preferred Stock as a
result of the Distribution, as hereinafter defined); provided, however, that if the requisite vote of the
lders of the Natomas Preferred Stock to approve the conversion described in this sentence is not
obtained (such approval being hereinafter referred to as the “Natomas Preferred Approval”), then

: ferred Stock outstanding immediately prior to the consummation of the
N Sub Merger shall remain outstanding as Natomas Preferred Stock following the N Sub Merger and
shall continue to be convertible into shares of Natomas Common Stock at the conversion rate in effect
immediately prior to consummation of the N Sub Merger (including any required adjustment in the
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conversion rate as a result of the Distribution). Natomas shall use its best-efforts to cause the N Sub
- Merger to be consummated. Diamond shall take such action as is necessary, as the sole stockholder of
" New Parent, to cause New Parent, as the sole shareholder of N Sub to cause N Sub to execute, deliver
" and perform the N Sub Merger Agreement.

" Section 1.4 Cancellation of Shares. Immediately following the consummation of the D Sub Merger
and the N Sub Merger (collectively, the “Mergers™), the shares of the capital stock of New Parent
_ then owned by Diamond will be reacquired by New Parent and cancelled.

Section 1.5 Diamond and Natomas Directors. Following consummation of the D Sub Merger, the
directors of Diamond in ofice immediately prior to such onsummation shall continue as directors of
Diamond in accordance with Diamond’s certificate of incorporation and by-laws and the Delaware
 corporation law. Following consummation of the N Sub Merger, the directors of Natomas in office
immediately prior to such consummation shall continue as directors of Natomas in accordance with
Natomas’ articles of incorporation and by-laws and the California corporation law.

ARTICLE TWO
SusmissioN TO Smanewordens; ErrrcTIvENEss

' Section 2.1 Submission to Shareholders; Effectiveness. This Agreement, together with the D Sub

Merger Agreement and the N Sub Merger Agreement (collectively, the “Merger Agreements”), shall
- be submitted to the holders of shares of Diamond Common Stock and Diamond Preferred Stock voting
as a single class and to the holders of Diamond Preferred Stock, voting as a separate class, and to the
“holders of shares of Natomas Common Stock and to the holders of Natomas Preferred Stock, voting
 as separate classes, at special meetings to be duly held for those purposes by Diamond and Natomas,
espectively, as soon as practicable after the date hereof. On the first business day on or by which (i)
“this Agreement and the D Sub Merger Agreement have been duly authorized and adopted by the
requisite vote of the holders of shares of Diamond Common Stock and Diamond Preferred Stock,
voting as a single class, (i) this Agreement and the N Sub Merger Agreement have been duly
authorized and approved by the requisite vote of the holders of shares of Natomas Common Stock (it
being understood that failure to obtain either or both the Diamond Preferred Approval or the
Natomas Preferréd Approval shall not prevent the consummation of the Mergers) and (iii) the
closing of the transactions contemplated by this Agreement and the Merger Agreements shall have
“occurred (which shall not be prior to August 29, 1983), or such later date as shall be fixed by Diamond
and Natomas (the “Filing Date”), the Merger Agreements or Certificates or Articles of Merger (as
the case may be) relating to the Mergers shall be filed in accordance with the Delaware and California
corporation laws and both Mergers shall become effective simultaneously at the time and date of such
fllings (such time and date are herein referred to as the “Filing Time”).

ARTICLE THREE
REpPRESENTATIONS AND WanranTEs oF Diavonn
Diamond hereby represents and warrants to Natomas as follows:

Section 3.1 Organization and Qualification. Diamond is a corporation duly organized, validly
existing and in good standing under the laws of the State of Delaware and has the requisite corporate
power to carry on its business as it is now being conducted. Diamond is duly qualified as a foreign
corporation to do business, and is in good standing, in each jurisdiction where the character of its
properties owned or leased or the nature of its activities makes such qualification necessary, except
where the failure to be so qualified will not have a material adverse effect on Diamond and its sub-
sidiaries taken as a whole.

Section 3.2 Capitalization. The authorized capital stock of Diamond consists of 150,000,000
* shares of Diamond Common Stock and 15,000,000 shares of Diamond Preferred Stock, without par
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- As of March 31, 1983, 63,822,827 shares of Diamond Common Stock and 4183374 shares of
Diamond Preferred Stock were validly issued and outstanding, fully paid and nonassessable, and 1,000
s of Diamond Common Stock and no shares of Diamond Preferred Stock were held in Diamond's
asury. Since March 31, 1983, no shares of Diamond capital stock have been issued, except for
500,000, shares of Diamond Common Stock publicly sold on May 4, 1883 and shares of Diamond
mmon. Stock issued upon exercise of employee stock options. Except for employee stock options
quire shares of Diamond Common Stock and the obligation to issue shares of Diamond Common
-k upon conversion of Diamond Freferred Stock or in connection with existing employee benefit
grams, there are no options, warrants or other rights, agreements or commitments obligating
amond to issue shares of its capital stock.

ection 3.3 Subsidiaries. Each subsidiary material to the business of Diamond is a corporation
duly organized, validly existing and in good standing under the laws of its furisdiction of incorpora-
v and has corporate power to carry on its business as it is now being conducted. Each of such
diaries is duly qualified as a foreign corporation to do business, and is in good standing, in
jurisdiction where the character of its properties owned or leased or the nature of its activities
kes such qualification necessary, except where the failure to be so qualified will not have a
terial adverse effect on Diamond and its subsidiaries taken as a whole. All the outstanding shares
f capital stock of such subsidiaries are validly issued, fully paid and nonassessable and those owned
by Diamond or by a subsidiary of Diamond are owmed free and clear of all Hens, claims or encum-
tinces, except for liens, claims or encumbrances which in the aggregate” are not material to
jond and its subsidiaries taken as a whole. There are no existing options, ealls or commitments
4ny character relating to the issued or unissued capital stock or other securities of any significant
sidiary of Diamond or any group of subsidiaries which together would constitute a significant
subsidiary of Diamond. Diamond does not directly or indirectly own any material interest in any
ler corporation, partnership, joint venture or other business association or entity except for arrange-
ents entered into in the ordinary course of business or as set forth in the Diamond’s Annual Report
an Form 10-K for the fscal year ended December 31, 1982 or as otherwise publicly disclosed.

Section 3.4 Authority Relative to this Agreement and D Sub Merger Agreement. Diamond has
¢ requisite corporate power and authority to enter into this Agreement and the D Sub Merger
greement and to carry out its obligations hereunder and thereunder. The execution and delivery of
is Agreement and the D Sub Merger Agreement and the consummation of the transactions con-
templated hereby and thereby have been duly authorized by Diamond’s Board of Directors and,
except for the approval of Diamond’s stockholders pursuant to Section 2.1 hereof, no corporate
eedings on the part of Diamond are necessary to authorize this Agreement and the D Sub
ger Agreement and the transactions contemplated hereby and thereby. Diamond is not subject
‘or obligated under any contract provision or any license, franchise or permit, or any order or
eé, which would be breached or violated or in respect of which a right of acceleration would
reated by its executing and carrying out this Agreement or the D Sub Merger Agreement, other
dn any such breach, violation or right which (i) will not have a material adverse effect on Diamond
and its subsidiaries taken as a whole or (ii) will be cured, waived or terminated prior to the Filing
Date, Diamond has previously furnished, or will promptly furnish after the date hereof, Natomas
}i true and complete copy of its certificate of incorporation and its by-laws, as in effect on the
ereof.

Other than in connection with or in compliance with the provisions of the Delaware corporation
w, the Securities Act of 1933 (the “Securities Act”), the Securities Exchange Act of 1934 (the
change Act”), the Hart-Scott-Rodino Antitrust Improvements Act of 1976 (the “Hart-Scott-Rodino
), the securities or blue sky laws of the various states and the Canadian Foreign Investment
iew Act, no authorization, consent or approval of or filing with any public body or authority is
essary for the consummation by Diamond of the transactions contemplated by this Agreement
‘the D Sub Merger Agreement, except for such authorizations, consents, approvals or filings, the
fajlure to obtain or make which would not have a material adverse effect on the financial condition,
properties or business of Diamond and its subsidiaries taken as a whole.




Section 3.5 Financial Statements and Reports. Diamond has previously furnished, or will promptly
after the date hereof, Natomas with a true and complete copy of (i) the consolidated balance
of Diamond and its subsidiaries as of December 31, 1882 and 1981, and the consolidated
ents of income, stockholders’ equity and changes in financial position of Diamond and its
jaries for each of the three years ended December 31, 1982, together with the report of
nd’s independent accountants thereon and (ii) the unaudited consolidated balance sheet of
nond and its subsidiaries as of March 31, 1983 and the unaudited consolidated statements of
me and changes in financial position of Diamond and its subsidiaries for the three months ended
ch 31, 1983 and 1982 included in Form 10-Q (collectively, the “Dismond Financial Statements” ).
‘of the consolidated balance sheets included in the Diamond Financial Statements (including any
ed notes) fairly presents the consclidated financial position ‘of Diamond and its subsidiaries as of
date and the other statements included therein (including any related notes) fairly present the
olidated results of operations and stockholders’ equity and changes in financial position, as the
 may be, of Diamond and its subsidiaries for the periods therein set forth (subject, in the case
sudited statements, to normal year-end audit adjustments), in each case in accordance with
erally accepted accounting principles consistently applied during the periods involved (except as
swise stated therein). Diamond has also previously furnished, or will promptly furnish after the
 hereof, to Natomas a true and complete copy of each prospectus, definitive proxy statement and
wort filed by Diamond with the Securities and Exchange Commission (the “Commission”) since
anuary 1, 1982, None of such prospectuses, proxy statements or reports contained as of its date any
true statement of a material ‘fact or any omission to state a material fact required to be stated
ein or necessary in order to make the statements therein, in light of the circumstances under which
ey were made, not misleading, A
‘Section 3.6 Absence of Certain Changes or Events. Since March 31, 1983, there has not been
iy material adverse change in the reserves of oil and gas, business, financial condition, results of
rations or prospects of Diamond and its subsidiaries taken as a whale. -

ARTICLE FOUR
REPRESENTATIONS AND WARRANTIES OF NATOMAS

- Natomas hereby represents and warrants to Diamond as follows:

Section 4.1 Organization and Qualification. Natomas is a corporation duly organized, validly
sting and in good standing under the laws of the State of California and has the requisite corporate
pwer to carry on its business as it is now being conducted. Natomas is duly qualified as a foreign
corporation to do business, and is in good standing, in each jurisdiction where the character of its
roperties owned or leased or the nature of its activities makes such qualification necessary, ezcept
shere the failure to be so qualified will not have a material adverse effect on Natomas and its

subsidiaries taken as a whole.

~ Section 4.2 Capitalization. The authorized capital stock of Natomas consists of 70,000,000 shares
of Natomas Common Stock and 5,000,000 shares of Natomas Preferred Stock, $1 par value. As of
May 26, 1983, 55,766,938 shares of Natomas Common Stock and 2,500,000 shares of Natomas Preferred
Stock were validly issued and outstanding, fully paid and nonassessable, and no shares of Natomas
Jommon Stock or Natomas Preferred Stock were held in Natomas® treasury. Since May 26, 1983, no
shares of Natomas capital stock have been issued, except shares of Natomas Common Stock issued upon
the exercise of employee stock options. Except for employee stock options to acquire not more than
832,875 shares of Natomas Common Stock and the obligation to issue shares of Natomas Common
tock upon conversion of the Natomas Preferred Stock and pursuant to the Natomas Dividend
Reinvestment and Stock Purchase Plan and the Natomas Service Awards Program, there are no options,
watrants or other rights, agreements or commitments obligating Natomas to issue shares of its capital




Section 4.3 Subsidiaries. Each subsidiary material to the business of Natomas is a corporation

, organized, validly existing and in good standing under the laws of its jurisdiction of incorpora-
~and has corporate power to carry on its business as it is now being conducted. Each of such
diaries is duly qualified as a foreign corporation to do business, and is in good standing, in
jurisdiction where the character of its properties owned or leased or the nature of its activities

es such qualification necessary, except where the failure to be so qualified will not have a
rial adverse effect on Natomas and its subsidiaries taken as a whole. All the outstanding shares
capital ‘stock of such subsidiaries are validly issued, fuily paid and nonassessable and those
wied by Natomas or by a subsidiary of Natomas are owned free and clear of all liens, claims or
wmbrances, except for liens, claims or encumbrances which in the aggregate are not material
Natomas and its subsidiaries taken as a whole. There are no existing options, calls or commit-

ents of any character relating to the issued or unissued capital stock or other securities of anv
cant subsidiary of Natomas or any group of subsidiaries which together would constitute a
gnificant subsidiary ‘'of Natomas (except Natomas’ obligation to effect the Distribution pursuant
ection 6.10 hereof). Natomas does not directly or indirectly own any material interest in any

r corporation, partnership, joint venture or other business association or entity except for
amangements entered into in the ordinary course of business or as set forth in the Natomas Annual
Report on Form 10-K for the fiscal year ended December 31, 1982 or as otherwise publicly discloged.

. Section 4.4 Authority Relative to this Agreement and N Sub Merger Agreement. Natomas bas
¢ requisite corporate power and authority to enter into this Agreement and the N Sub Merger
‘Agreement and to carry out its obligations hereunder and thereunder, The execution and delivery
of this Agreement and the N Sub Merger Agreement and the consummation of the transactions
_contemplated hereby and thereby have been duly authorized by Natomas” Board of Directors and,
xcept. for the approval of its shareholders pursuant to Section 2.1, no other corporate proceedings
the part of Natomas are necessary to authorize this Agreement and the N Sub Merger Agreement
and the trapsactions contemplated hereby and thereby. Natomas is not subject to or obligated
der any contract provision or any license, franchise or permit, or any order or decree, which

‘would be breached or violated or in respect of which a right of acceleration would be created by
its executing and carrying out this Agreement or the N Sub Merger Agreement, other than any
such breach, violation or right which (i) will not have a material adverse effect on Natomas and
its subsidiaries taken as a whole or (i) will be cured, waived or terminated prior to the Filing
Date. Natomas has previously furnished, or will promptly furnish after the date hereof, Diamond
with & true and complete copy of its articles of incorporation and its by-laws, as in effect on the
date hereof. : »

Other than in connection with or in compliance with the provisions of the California corpora-
tion law, the Securities Act, the Exchange Act, the Hart-Scott-Rodino Act, the securities or blue
sky laws of the various states, the Canadian Foreign Investment Review Act and the statutes and
tegulations administered by the United States Maritime Administration, no authorization, consent
or appeoval of, or fling with, any public body or authority is necessary for the consummation by

atomas of the transactions contemplated by this Agreement and the N Sub Merger Agreement, -
‘except for such authorizations, consents, approvals or filings, the failure to obtain or make which
would not have a material adverse effect on the financial condition, properties or business of Natomas
_and its subsidiaries taken as a whole. - ‘

Section 4.5 Financial Stetements and Reports. Natomas has previously furnished, or will
promptly furnish after the date hereof, Diamond with a true and complete copy of (i) the consoli-
dated balance sheets of Natomas and its subsidiaries as of December 31, 1982 and 1981, and the
consolidated statements of income, changes in shareholders’ equity and changes in financial position

f Natornas and its subsidiaries for each of the three years ended December 31, 1982, together
with the reports of Natomas' independent accountants thereon and (ii) the unaudited consolidated
alance sheet of Natomas and its subsidiaries as of March 31, 1983 and the unaudited consolidated
statements of income and changes in financial position of Natomas and its subsidiaries for the




mionths ended March 31, 1983 and 1982 included in Form 10-Q (collectively, the "Natomas
jeial Statements”). Each of the consolidated balance sheets included in the Natomas Financial
tatements (including any related notes) fairly presents the consolidated financial position of Natomas
its subsidiaries as of its date and the other statements included therein (including any related
es) fairly present the consolidated results of operations and changes in shareholders’ equity and
nges in financial position, as the case may be, of Natomas and its subsidiaries for the periods
rein set forth (subject, in the case of unaudited statements, to normal year-end audit adjustments),
‘each case in accordance with generally accepted accounting principles consistently applied during
periods involved (except as otherwise stated therein). Natomas has also previously furnished,
will promptly furnish after the date hereof, to Diamond a true and complete copy of each
ectus, definitive proxy statement and report filed by Natomas with the Commission since
anuary 1, 1082, None of such prospectuses, proxy statements or reports contained as of its date any
statement of a material fact or any omission to state a material fact required to be stated
in or necessary in order to make the statements therein, in light of the circumstances under

h they were made, not misleading.

$e§ﬁon 4.8 Absence of Certain Changes or Events. Since March 31, 1983 there has not been
any material adverse change in the reserves of oil and gas, business, financial condition, results of
jperations or prospects of Natomas and its subsidiaries taken as a whole.

-

ARTICLE FIVE
Conpuer oF Busnvesses Penoinve T MERCERS

Section 5.1 Conduct of Businesses by Diamond and Natomas Pending the Mergers. Prior to the
iling Date or the date, if any, on which this Agreement is earlier terminated pursuant to Section
.1 hereof:

/ {a) Diamond and Natomas shall, and shall cause their reépecﬁve subsidiaries to, conduct
* their businesses ouly in the ordinary and usual course;

{b) without the prior consent of the other, neither Diamond nor Natomas shall (i) sell,
pledge or otherwise transfer or dispose of or. agree to sell, pledge or otherwise transfer or
dispose of any stock in any of its subsidiaries or any material amount of assets, in either case
outside the ordinary and usual course of business, except, in the case of Diamond, for sales and
_other dispositions consistent with plans or programs which have been publicly disclosed prior
to the date hereof, and, in the case of Natomas, except as contemplated by Section 6.10 hereof
“or (ii) split, combine or reclassify any class or series of its outstanding capital stock or declare,
‘sét aside or pay any dividend payable in cash, stock or property with respect to its capital
stock, except that Diamond may declare and pay regular quarterly cash dividends of not more
_than $.44 and 8.085 per share on Diamond Common Stock and Diamond Preferred Stock,
respectively, and Natomas may declare and pay regular quarterly cash dividends of not more
“than $.20 and $1.00 per share on Natomas Common Stock and Natomas Preferred Stock, respec-
" tively, and Natomas may effect the Distribution;

. (c) without the prior consent of the other, neither Diamond nor Natomas, nor any of their
_respective subsidiaries, shall (i) issue or agree to issue any additional shares of, or rights of
_any kind to acquire any shares of, its capital stock of any class other than shares of Diamond
- Common Stock or Natomas Common Stock issuable pursuant to employee stock options or
_ other benefit plans (including, without limitation, the Natomas Dividend Reinvestment and
Stock Purchase Plan) in effect on the date hereof or upon the conversion of presently outstanding
shares of Diamond Preferred Stock or Natomas Preferred Stock or (ii) enter into any contract,
 agreement, commitment or arrangements with respect to any of the foregoing;

(d) without the prior consent of Diamond, neither Natomas nor any of its subsidiaries
“other than the Spin-Of Subsidiaries (as hereinafter defined) shall grant any severance or ter-
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mination pay to, or enter into any employment agreement with, any of its respective executive
officers or directors, and neither Natomas nor any of its subsidiaries other than the Spin-Off
Subsidiaries shall increase in any material respect benefits payable under its current severance

. or termination pay policies (otherwise than pursuant to (i) policies of such company adopted
.prior to and in effect on the date hereof and (ii) actions generally approved or authorized by
the Board of Directors or the Compensation Committee of the Board of Directors of Natomas
on the date hereof and heretofore disclosed to Diamond); and

- (e) without the prior consent of Diamond, neither Natomas nor any of its snbszd.mnes other

“than the Spin-Of Subsidiaries shall adopt, or amend to increase materially compensation or
benefits payable under any collective bargaining, bonus, profit sharing, compensation, stock
option, pension, retirement, deferred compensation, employment or other plan, agreement, trust,
fund or arrangement for the benefit of employees (otherwise than pursuant to (i) policies of
such company adopted prior to and in effect on the date hereof, (ii) actions generally approved
or authorized by the Board of Directors or the Compensation Committee of the Board of
Directors of Natomas on the date hereof and heretofore disclosed to Diamond) and (iii) payment
of a one-time cash award to certain employees of Natomas and its subsidiaries in an aggregate
amount not to exceed $250,000.

ARTICLE 81X -
ADDITIONAL ACHEEMENTS

_ Section 8.1 Access and Information. Diamond and Natomas shall each afford to the other and to
the other’s accountants, counsel and other representatives full access during normal business hours
throughout the period prior to the Filing Date to all of its properties, books, contracts, commitments
nd records (including but not limited to tax returns), it being understood that Natomas is subject
_certain restrictions under agreements with certain governments, governmental entities and joint
enturers from divulging certain information relating to certain operations (which restrictions Natomas
will use its best efforts to cause to be removed) and, during such period, each shall furnish promptly
 the other (i) a copy of each report, schedule and other document filed or received by it pursuant
) the requirements of federal or state securities laws and (i) all other information concerning its

usiness, properties and personnel as such other party may reasonably request, provided that no

{ this Agreement, each party will, and will cause its representatives to, deliver to the other all docu-
ents, work papers and other material, and all copies thereof, obtained by such party or on its
“behalf from the other party as a result of this Agreement or in connection herewith, whether so
btained before or after the execution hereof. Each party shall hold in confidence all confidential
formation until such time as such information is otherwise publicly available or to such extent as
45 been or may be separately agreed to in writing by the parties.

. Section 6.2 Registration Statement; Proxy Stotements. Diamond and Natomas shall together, or
pursuant to an allocation of responsibility to be agreed between them, (i) prepare and file with
‘the Commission as socon as is reasonably practicable a preliminary joint proxy statement and a
legistration Statement of New Parent with respect to the transactions contemplated by this Agree-
ent (including the Distribution) and the Merger Agreements, and use all reasonable efforts to have
ih joint proxy statement cleared by the Commission under the Exchange Act and such Registra-
on Statement declared effective by the Commission under the Securities Act, (ii) take all such
iction as may be required under state blue sky or securities laws in connection with the transac-
ons contemplated by this Agreement and the Merger Agreements and (iii) promptly make appli-
cation to the New York and Pacific Stock Exchanges for the listing of the New Parent Common
Stock, New Parent $2.07 Preferred Stock and New Parent $4.00 Preferred Stock and use all reason-
ble efforts to Hst such stock on such Exchanges. Diamond and Natomas shall each furnish to one
wther and one another’s counsel all such information as may be required in order for the effectua-




tion of the foregoing actions and each represents and warrants to the other that mo information
furnished by it in connection with such actions or otherwise in connection with the consummation
the. transactions contemplated by this Agreement and the Merger Agreements will contain any
untrue statement of a material fact or omit to state a material fact required to be stated in order
- to make any information so furnished, in the circumstances under which it is so furnished, not
misleading, '

Section 8.3 Affiliate Agreements. Each of Diamond and Natomas (each of which is referred to in
- this Section 8.3 as a “Subject Company”) shall, prior to the Filing Date, cause to be delivered to
_the other a list, reviewed by its General Counsel, identifying all persons who were, in its opinion,
at the time of the special meeting of the Subject Company’s shareholders to be beld in accordance
with Article Two hereof, “affiliates” of the Subject Company for purposes of Rule 145 promulgated
by the Commission under the Securities Act. Each Subject Company shall ‘furnish such information
d documents as the other may reasonably request for the purpose of reviewing such list. Each
. Subject Company shall cause each person who is identified as an “affiliate” in the list furnished
 pursuant to this Section 6.3 to execute a written agreement on or prior to the Filing Date, in a form
satisfactory to the other, that such person will not offer or sell or otherwise dispose of any of the shares
~of New Parent Common Stock, New Parent $2.07 Preferred Stock or New Parent $4.00 Preferred
Stock issued to such person in or pursuant to the Mergers in violation of the Securities Act or the
© rules and regulations promulgated by the Commission thereunder.

" Section 8.4 Employee Stock Options; Other Stock Plans; Reservation for Issuance. (a) At or
 immediately prior to the Filing Time (and subject to the effectiveness of the Mergers), each holder
~‘of a then outstanding option to purchase shares of Natomas Common Stock (whether or not then
~ presently exercisable) granted under an employee stock option plan of Natomas will be entitled to
~teceive in settlement thereof payment from Natomas in an arount equal to the difference between

the estimated value, as determined by the Board of Directors of Natomas on May 30, 1983, of the
 shares of Diamond Common Stock and the shares of the Spin-Off Subsidiaries to be received in the
N Sub Merger and the Distribution by a holder of one share of Natomas Common Stock (but not-to
- exceed the sum of (i) $24.9375 [ie. $23.75, the closing price of the Diamond Common Stock on
. May 27, 1983 multiplied by 1.03] and (ii) the book value of the shares of the Spin-Off Subsidiaries
teceivable pursuant to the Distribution by a holder of one share of Natomas Common Stock, as of
" the date of the last regularly prepared balance sheets of the Spin-Off Subsidiaries) and the per share
 exercise price of such option, multiplied by the number of shares of Natomas Common Stock covered
by such option.
] (b) The parties hereto shall each take such action as may be necessary to (i) enable each holder
_ of an option or other right to acquire shares of Diamond Common Stock or (except as provided in
_Section 6.4(a)) Natomas Common Stock under any of the employee incentive compensation or benefit
 plans and programs of Diamond or Natomas outstanding at the Filing Time to become entitled, on and
_after the Filing Time, to exercise such option or other right, subject to the terms and provisions
thereof, as to that number of shares of New Parent Common Stock which such holder would have been
_ entitled to receive had such holder exercised such option or other right and thereby received shares
_of Diamond Common Stock or Natomas Common Stock (as the case may be) immediately prior to
the consummation of the Mergers, (ii) amend all employee incentive compensation and benefit plans
and programs relating in part or whole to the acquisition or award of shares of either Diamond
Common Stock or Natomas Common Stock so as to provide for the acquisition of shares of New
Parent Common Stock in lieu of such shares and (iii) amend those provisions of the employee
incentive compensation and benefit plans and programs referred to in (i) and (ii) above which vest
administrative functions in non-participating directors of Diamond or Natomas, as the case may be, so
as to vest such functions in directors of New Parent who are not participants in any such plans and
_ arrangements. New Parent shall reserve for issuance the number of shares of New Parent Common
 Stock which become subject to the plans and programs referred to in the preceding sentence, or to
 rights existing thereunder at the Filing Time, pursuant to the amendments referred to in such
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nce and to issue or cause to be issued the appropriate number of shares of New Parent Common
pursuant to valid exercises of rights existing under such plans or programs at the Filing Time
ereafter granted or awarded. The actions to be taken by Diamond and Natomas pursuant to this
8.4(b) shall include submission of amendments to the plans referred to herein to their
tive shareholders at the special meetings to consider this Agreement and the Merger Agree-
referred to in Section 2.1 hereof, if such submission is determined necessary or advisable by
! to Diamond and Natomas in consultation with one another; provided, however, that such
shall not be a condition to the consummation of the Mergers.

(¢) From and after the Filing Time, New Parent shall reserve for issuance to holders of shares
Parent $2.07 Preferred Stock (if the Diamond Preferred Approval is obtained) or of Diamond
erred Stock (if such approval is not obtained) and to holders of New Parent $4.00 Preferred
the Natomas Preferred Approval is obtained) an aggregate number of shares of New Parent
on Stock as shall be necessary to be issued upon conversions of such preferred stock and, if the
d Preferred Approval is not obtained, to issue and sell to Diamond, at a price equal to fair
value, such number of shares of New Parent Common Stock to which the holders of Shares
ond Preferred Stock are entitled pursuant to the conversion thereof as Diamond may request.
dition; from and after the Filing Time, New Parent shall from Hme to time reserve for issuance
er of shares of New Parent Common Stock with respect to which there existed, prior to the
g Time, any other right to purchase or otherwise acquire (including, without limitation, by con-
on of convertible securities) from either Diamond or Natomas shares of Diamond Common
‘Matomas Common Stock (as the case may be), which right was converted at the Filing Time
4 right to purchase or otherwise acquire shares of New Parent Common Stock in or pursuant to
Mergers and shall, from time to time, issue and sell to Diamond or Natomas, as the case may be,
price equal to fair market value, the appropriate pumber of shares of New Parent Common
and when so requested by Diamond or Natomas.

Section 8.5 Employee Benefits. Diamond and Natomas agree that, following the Filing Time,
ficers and employees of Natomas will be provided with employeg benefits which in the aggregate
ot less favorable than those currently provided by Natomas and where practicable and appro-
e the existing Natomas benefit plans, programs and arrangements will be continued. Diamond
d Natomas agree that, following the Filing Time, the employment agreements and severance plans
‘arrangements of Natomas which are in effect on the date hereof or are permitted by Sections
d) and 5.1(e) hereof shall be honored in all respects.

‘Baction 6.8 Expenses. Whether or not the Mergers are consummated, all costs and expenses
curred in connection with this Agreement, the Merger Agreements and the transactions contem-
ated hereby and thereby shall be paid by the party incurring such expenses.

Section 6.7 Additional Agreements. Subject to the terms and conditions herein provided, each
the parties hereto agrees to use all reasonable efforts to take, or cause to be taken, all action and
do, or cause to be done, all things necessary, proper or advisable under applicable laws and
gulations to consummate and make effective the transactions contemplated by this Agreement and
¢ Merger Agreements, including using its best efforts to obtain all necessary waivers, consents and
pprovals and to effect all necessary registrations and filings (including, but not limited to, filings
ider the Hart-Scott-Rodino Act). In case at any time after the Filing Time any further action is neces-

ary or desirable to carry out the purposes of this Agreement or either or both of the Merger Agree-
ents, the proper officers and/or directors of New Parent, Diamond and Natomas shall take all such
essary action. The parties hereby acknowledge that it is their intent that the Mergers and the
istribution constitute tax-free transactions to the shareholders of Natomas and shall use their reason-
ble best efforts to achieve such result. Nothing herein shall preclude, and no representation, war-
ranty, covenant or agreement of Diamond shall be deemed to have been breached or be untrue at
e Filing Date by reason of Diamond or a wholly-owned subsidiary thereof purchasing shares of
Dismond Common Stock prior to the Filing Date for an aggregate purchase price not exceeding
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Section 6.8 No Solicitation. Unless and until this Agreement shall have been terminated by either
; pursuant to Séction 8.1, Natomas shall not (i) solicit any offer to acquire the business and
rHes or capital stock of Natomas, whether by merger, purchase of assets, tender offer or other
ailar transaction or (i) except as required by law, disclose directly or indirectly any information
ustomarily disclosed to the public concerning the business and properties of Natomas or afford
W othier person access to the properties, books or records of Natomas or otherwise assist any
on preparing to make or who has made such an offer.

Section 6.9 Preservation of Business Organization. Diamond and Natomas shall use their reason-
efforts to preserve intact their respective business organizations and good will, keep available
crvices of their respective officers and employees and maintain satisfactory relationships with
usinesses, suppliers, customers, distributors and others having business relationships with them.

Section 8.10 Spin-Off. Natomas shall take such action as is necessary so that there shall be dis-
ted (the “Distribution”) to those persons who are holders of record of Natomas Common Stock
sediately prior to the consummation of the Mergers all of the then issued and outstanding capital
¢ of (1) Natomas Transportation Company (the only material business and assets of which are the
tal stock of American President Lines, Ltd. ("APL”) and assets related to the business of APL)
d (i) Natomas Real Estate Company (collectively, the “Spin-Off Subsidiaries”). From the date
reof through such Distribution, Natomas will not, and will not permit any of its subsidiaries to,

: into any transactions with either of the Spin-Off Subsidiaries (or any subsidiary of either) except
@ ordinary course of business. Natomas shall make such arrangements as are necessary (and as
atisfactory to Diamond) so that concurrently with the Distribution all intercompany transactions
ving either of the Spin-Off Subsidiaries (or any subsidiary of either) and Natomas or any of its
er subsidiaries shall have been terminated and all intercompany indebtedness satisfied.

Section 8.11 Diamond Tender Offer. Diamond shall promptly after the execution hereof cause the
stmination of the offer by DSC Acquisition, Ine. to purchase up to 30,400,000 outstanding shares of
tomas Commeon Stock at $23 per share.

ARTICLE SEVEN
CoNDITIONS

Section 7.1 Conditions to Obligation of Diamond to Effect the D Sub Merger. The obligation of
wond to effect the D Sub Merger shall be subject to the simultaneous effectuation by Natomas of
¢ N Sub Merger and to the fulfillment at or prior to the Filing Date of the following additional
nditions:

" (a) Natomas shall have performed in all material respects its agreements contained in this
Agreement required to be performed on or prior to the Filing Date;

(D) the representations and warranties of Natomas set forth in this Agreement shall be true
_ and correct in all material respects on and as of the Filing Date as if made on and as of such date,
except as contemplated or permitted by this Agreement;

(¢) this Agreement and the D Sub Merger Agreement shall have been adopted by the
~ requisite vote of the holders of Diamond Common Stock and Diamond Preferred Stock, voting
 together as a single class, and this Agreement and the N Sub Merger Agreement shall have been
_approved by the requisite vote of the holders of Natomas Common Stock;

" (d) the New York Stock Exchange shall have approved for listing, upon official notice of
_Issuance, the New Parent Common Stock issuable in and pursuant to the Mergers; and

(&) the waiting period applicable to the consummation of the Mergers under the Hart-Scott-
_ Rodino Act shall have expired.




Section 7.2 Conditions to Obligation of Natomas to Effect the N Sub Merger. The obligation of
atomas to effect the N Sub Merger shall be subject to the simultaneous effectuation by Diamond
¢ D Sub Merger and to the fulfillment at or prior to the Filing Date of the following additional

dliiops:
(a) Diamond shall have performed in all material respects its agresments contained in this
Agreetent required to be performed on or prior to the Filing Date;

' (b) the representations and warranties of Diamond set forth in this Agreement shall be true
and correct in all material respects on and as of the Filing Date as if made on and as of such
date, except as contemplated or permitted by this Agreement;

' {¢) this Agreement and the D Sub Merger Agreement shall have been adopted by the
‘requisite vote of the holders of Diamond Common Stock and Diamond Preferred Stock, voting
 together as a single class, and this Agreement and the N Sub Merger Agreement shall have been
approved by the requisite vote of the holders of Natomas Common Stock;

" (d) the New York Stock Exchange shall have approved for listing, upon official notice of
{ssuance, the New Parent Common Stock {ssuable in and pursuant to the Mergers; and

(e) the waiting period applicable to the consummation of the Mergers under the Hart-Scott-

" Rodino Act shall have expired.
ARTICLE EIGHT

TERMINATION, AMENDMENT AND WAIVER

~ Section 8.1 Termination. This Agreement may be terminated at any time prior to the Filing Date,
whether before or after approval by the shareholders of Diamond and/or Natomas:

(a) by mutual consent of the Boards of Directors of Diamond and Natomas; or

(b) by either Diamond or Natomas after May 30, 1984, if the Mergers shall not have
Been consummated on or prior to that date. .

_ Section 8.2 Effect of Termination. In the event of termination of this Agreement as provided
sbove, this Agreement shall forthwith become void and there shall be no liability on the part of
either Diamond or Natomas (except as set torth in Sections 8.1 and 6.6 hereof).

. Section 8.3 Amendment. This Agreement may be amended by the parties hereto by action
taken by or on behalf of their respective Boards of Directors or the Executive Committees thereof

at any time before or after adoption or approval hereof by the shareholders of Diamond and/or

Natomas but, after any such adoption or approval, no amendment shall be made which in any way
o Stock, Diamond Preferred Stock,

adversely affects the rights of holders of Diamond Commo
atomas Common Stock or Natomas Preferred Stock without the further approval of the share-

olders so affected. This Agreement may not be amended except by an instrument in writing
signed on behalf of each of the parties hereto.

- Section 8.4 Waiver. At any time on or prior to the Filing Date, the parties hereto, by action

ken by their respective Boards of Directors or the Executive Committees thereof, may (i) extend
the time for the performance of any of the obligations or other acts of the other parties hereto,
(ii) waive any inaccuracies in the representations and warranties coptained herein or in any docu-
‘ment delivered pursuant hereto and (iii) waive compliance with any of the agreements or condi-
ons contained herein. Any agreement on the part of a party hereto to any such extension or waiver
‘shall be valid if set forth in an instrument in writing signed on behalf of such party.
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ARTICLE NINE

Genenal Provistions

' Section 9.1 Non-Survival of Representations, Warranties and Agreements. All representations,
rapties and agreements in this Agreement of Diamond and Natomas or in any instrument
elivered by Diamond or Natomas pursuant to this Agreement shall not survive the Merger, except
r the agreements contained in Sections 6.4(b) and (c), 6.5, 6.6 and 6.10 and in the agreements
affiliates delivered pursuant to Section 8.3 of this Agreement.

Section 9.2 Brokers. Natomas represents and warrants that, except for Salomon Brothers, Inc.
Lazard Freres & Co. and Diamond represents and warrants that, except for Kidder, Peabody &
. Incorporated, no broker, finder or investment banker is entitled to any brokerage, finder’s or
other fee or commission in connection with the N Sub Merger or the D Sub Merger, respectively.

 Section 9.3 Notices. All notices and other communications hereunder shall be in writing and
hall be deemed given if delivered personally or mailed by a party hereto by registered or certified
‘mail (return receipt requested) to the other party at the following addresses (or at such other
‘address for a party as shall be specified by like notice):

(a) if to Diamond:

Diamond Shamrock Corporation
717 North Harwood Street
Dallas, Texas 75201 ‘

Attn: James F. Kelley
Vice President and General Counsel

(b) if to Natomas:

Natomas Company
601 California Street
San Francisco, California 94108

Atin: Joseph D. Mandel
Vice President, General Counsel and Secretary

Section 9.4 Closing. The closing of the transactions contemplated by this Agreement and the
‘Merger Agreements shall take place at the headquarters office of Diamond in Dallas, Texas at 12:00
no0n, local time, on the Filing Date or at such other time and place as Diamond and Natomas shall
agree.

Section 9.5 Interpretation. When a reference is made in this Agreement to subsidiaries of
Diamond or Natomas, the word “subsidiaries” means any corporation more than 50% of whose out-
standing voting securities are directly or indirectly owned by Diamond or Natomas, as the case may be.
The headings contained in this Agreement are for reference purposes only and shall not affect in any
way the meaning or interpretation of this Agreement.

Section 9.8 Miscellaneous. This Agreement (including the documents and instruments referred
to herein and to be entered into in accordance herewith) (i) constitutes the entire agreement and
supersedes all other prior agreements and understandings, both written and oral, between the parties
with respect to the subject matter hereof, (ii) is not intended to confer upon any other person any
tights or remedies hereunder, (iii) shall not be assigned by operation of law or otherwise and (iv)
shall be governed in all respects, including validity, interpretation and effect, by the laws of the
State of Delaware. This Agreement may be executed in two or more counterparts which together
shall constitute a single agreement.
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Diamond and Natomas have caused this Agreement to be signed
spective officers thereunto duly authorized.

| WITNESS WHEREOF,
the date first written above by their re

DIAMOND SHAMROCK CORPORATION

W. H. Bricxen

Is/

By

NATOMAS COMPANY

Isi D. L. Commons

By






