NOC PRB - MANDATORILY REDEEMABLE SERIES B CONVERTIBLE PREFFERED STOCK

The company issued 3.5 million shares of mandatorily redeemable Series B convertible preferred stock in
April 2001. Each share of Series B preferred stock has a liquidation value of $100 per share. The
liquidation value, plus accrued but unpaid dividends, is payable on April 4, 2021, the mandatory
redemption date. The company has the option to redeem all, but not less than all, of the shares of Series B
preferred stock at any time after seven years from the date of issuance for a number of shares of the
company’s common stock equal to the liquidation value plus accrued and unpaid dividends divided by the
current market price of common stock determined in relation to the date of redemption. Under this option,
had the redemption taken place at December 31, 2006, each share would have been converted into

1.494 shares of common stock. Each share of preferred stock is convertible, at any time, at the option of the
holder into the right to receive shares of the company’s common stock. Initially, each share was convertible
into .911 shares of common stock, subject to adjustment in the event of certain dividends and distributions,
a stock split, a merger, consolidation or sale of substantially all of the company’s assets, a liquidation or
distribution, and certain other events. Had the conversion taken place at December 31, 2006, each share
would have been converted into 1.822 shares of common stock. Holders of preferred stock are entitled to
cumulative annual cash dividends of $7 per share, payable quarterly. In any liquidation of the company,
each share of preferred stock is entitled to a liquidation preference before any distribution may be made on
the company’s common stock or any series of capital stock that is junior to the Series B preferred stock. In
the event of a change in control of the company, holders of Series B preferred stock also have specified
exchange rights into common stock of the company or into specified securities or property of another entity
participating in the change in control transaction.

As of December 31, 2006, 10 million shares of preferred stock are authorized, of which 3.5 million shares
designated as Series B preferred are issued and outstanding.



