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Ihe Pwroh,aa*, tha Pa,rkterehip a,nil, Boril,en ha,ve entered, into a,m AAreetmemt amil, Pla,m of Jl[erAar il,a,tail
ae of Septernber 9E, 7994, o,e a,tminileil, a,e of J{overnbar 76, 7994 (th,e-"JlIer!!er ,41!reetnemt") pwiswa,mt to
wlti,ah, drnoml! othar thi'tt1!e, folloutinE th,a oonewm,rn'otiom of tha Eaoha,mlle Ufe1, awbieot to ocrta,i'm oon il,i'tione,
the PwrohaeeT willbormai$eiluti,th Boril,an, im the JlIerQar. If , follouti,mA the E*olva,nQa Offer a,nil excroi,ee of the
Opbiom, th,a Pwrohacar inil i,ta a,ffiLiatee o'ton, nuorZ tlaa,i g0Vo of the owteta,iiliry! Boril,an, th,aret, the
Pwroh,a,eor wi,LL taloe a,LL meoeeea,ry ot a,ppropti,a,te aotiom, withowt fwrther a,otiom by thb Boaril of Direotorc or
ehateholilere of Boril,eru, to rmerlle the' Piroh,a,ear uti,th Boril,em aJo eoon a,e pra,otioable. If, fol,l,oai'n! the
Daoham0e Offer a,mil eaeroi,ea of tfra Opti,on,, a,pprova,L of Bord,em'e ehatoholil,ere i,e raqwi,reil' bu applioa,ble La,w im
oril,er tioomewrmrna,ta the JlIerllar, piovi,il,eil, lliat the Jlli,tti,ntwtn Comil,i,tiom i,a sati,Bfi,eil, utlthoilt bain! rail,waail,
or waiveil, Boril,en, wiLL ewbrtuif tha JlIerller to Boril,en'e eha,reholil,ere for a,pprova,l,. If the l{erler ia ewbntitteil, to
Boril,em's'eha,reh,ol,il,ere for a,pprovo,L, lhe JtterAar uil,L reqwi,re tlre appihva,L of tha holilar-e of mot Lece tho,m
66'/a7o of th,e owtetamil,Ln€ B6ril,en'Sha,ree, ii,olwil,ittt! tlie Borilcn, Sfi,area owtteil, by the Pwrohaecr a,ttil ita
affiLi,a,tee. In, the event the-JlIerylar i,e oomswnl,ntuatail,, hof il,ere of Borilam Sha,ree wiLL raoaiue bhe sa'rue nwtmbar of
efuatee of Eolil,inAa Cormtmom Stoolo for ea,oh Borilem Shara cns ctie eaoluamQeil, for ea,oh Boril,en Sh,are i,m th,e
Exoha,mAe Offcr.Thie OffartnA Cirowlan/ProapeoCwe, a,e a,,rmemil,cil, or ewppTatmamtail front, titme to Cirme, a,Lao
rel,atoe il sha,ree of Eolil,i,nAe dormmom Stoolo tha,t rna,y be issweil, im oomnb6ti,om uti,th tha oomawtmrna'tion of tlue
JllerAer, wmlaca the rt{erqer-i,e ewbtnitteil to Boril,en'e ihoraholil,era for a,pprova,L, im uthloh oaee the Pwrohaeer
utilFso\io\t prodiee frolm Boril,an eha,reholil,arc pwrswa,nt to sapa,rata bioxv rnataria,Le in oorwliamoeuith'
Seotiom 14(a) of tha Seowritiec E*ohanlle,4.ot itf 7984, a,e am,bmil,eil, (tha ''E*ohantgle utot").

Thie Offari,nl Cirowla,r/?rospaotwa il,oee mot oottetitwte o, aolioita,t\om of a, proxlt, oomeent or a,wthori,za,tion
for or uti,th, reepdot to a,my epeaidl rmeetim! or otluer rneetlml! of Boril,an, ahareholil,ira uth,o il,o ttot temil,er th'eir
Boril,en, Bh,anai or a,ny a,oti,om i,m Li,cw theieof. ,hqy ewolq eoli,o!4ati,om utill, ba m,a,il,e omly pwswa,nt to eepanate
ptoey rma,teri,a,l,a i,n ootmpli,a,noe ui,th Saotiom 74(a) of tha E*oho,nle A.ot.

Pwrewa,mt to a, Comil,iti,oma,L Pwrohaee/Btoolo Optiom A1lreetnemt il,a,teil, a,e of Septanber 98, 7994 (the
"Cottilitiomal' Pwroha,ee/Optiom A1lreement"), Boril,bm hae lramteil to the Pwroha,eer'(or i,te il,eei4lmao, uthioh
il,eai,0nee cha,l,l' be the Pa,rtmerehio or a, uiltol,Lu outneil, il,irabt or inilireot ewbsiil,i,a,ru ol the Pafimarehip a,nil,
uhiZh rmay, im a,tty awoh oa,aa, a,bt for lteelf 6,nit/or e,o a,ltent for tha Partmarchi,p"or KKR, Pa,rtttere II, L.P.
(toAethcr with tho Partmerehip, the "Cormtmom Btooh Pattnarehipt"), a,o tha 6a,ec mav be) a, rilht (the
"Oitiom") to pwroha,ea wp to 28,788,0(N eharee of Borilctt, Contntoi Sioolo (the "Opti,om Bho,rec") (-a,pproai-
tmitte|u 19,9% of thaowtitamilittlBoril,en Bharcea,eof theil,atahoraof) Ln,exoha,ndaforth'cmwrmberof 

'ah,a,ree

of Eotil,i,mle Cotmtmom Stoola (rotimil,ail, to th,o neoreat 7/700,000) obtoi,meil W iliuid,i,ntl fi,) fi11.00 by (ii,) th,a
overa,Ae ol tha a,vara,la of thc hirh a,nil, I'out ea,Lee pri,occ of tho Eol'ilinAe Aormrmom Staoh ac tapotteil, on the
ffYS{Cornpoei,ta Tapd om eaoh of lhe tam oomeeowtl,vb trail,lttll il,a,ye i,rnrniil,lotaly preoail,i,ry! the e6oomil, tra,il,itt!
il,a,y pri,or to tha il,ata of noti,oe of ederoi,eo of the Optiom (or, i,f adcroi,ee of tha Oition ie r-qwirail ae il'aeoribail
belaw, the il,ate of axaroiee) , a,e a,il,jwetail, tm oartaii aven/to, for eaoh eha,ra of Boril,em Cornnnbm Stoolo. Swbjeot to
a,ppli,oa,ble Laut, i,f tha Pwrohaeer (or tho Pa,rtmerchi,p or a, athol,l,u oumed, il,baot or Lnil,lraot ewbei'il,i,a,nt of th'e
Pdrtmerehip) d,oqwiree rmorc tha,m 47Vo (bwt mot rmdra than 50% ) of the owtetanili,tr! Boril,en, Bhorai i,n tha
Exoh,o,nAa Offer,-lhc Option tmwst be edaroieeil, to tho a*tent mcoesea,nt eo tha,t, follouti,nl swoh exeroiea, the
Pwrohaiq wil,l, outn, rtt 6ra tha,m 50 % of the owtetan il,im! Boril,cm Sharci. I f the Pwrohaecr iha,Ll ho,ue a*eroiead
the Optlon in, ushol,e or i,m pa,rt ptlot to lho etpl,ratl,om of tho Edoha,mAa Offor, tho Pwrohaeer nta,u mot wa,i,va or
reil,w6e tha Jlli,mirnwm Cdnil,Ltdon,, In ail,itri,ttriom, i,f tha Pwroha,eer luZc not iaeroiceil, tha Optioit, prior to tha
eapi,ra,ti,om of the Eaoh,arula Offer, it utill mot be entitleil, to ederoi,ee the Optiom therea,ft* i,f it utaiues or
otfi,eruiee reil,woee tha Jltimf,m,wm, Conili,tiom oruil, aooeptl fewer tha,n,477o of lhc Bordoru Bharoa for exoha,n$e
in, the Exoham$e Offar. Bee "Tha Dxoha,n[e Offer-Pirpqec of th,e EaohamEe Offer; th,e Jllerget" a,nil, "Doeortfu-
ti,on, of .tIerglai,4.1!raarnarl,t a,mil, Conilltiimal, Pwrohaei/Option uTlEreatman:f." 

'

anleee tha oomtext reqwiree oth,arui,ea, aLL referenoce in, thi,e Offertmq Cirowl,a,r/Pruepaotwe to "Boril,en
Sh,a,res" eha,Ll, ba il,aermeil, to rafar olao to the aceooi,a,teil, RiAhte leeweil, pwrewdmt to tha RiAhti ,tlAreermemC, ila,tail,
as of Ja,nwa,ry 98, 7986, a,e a,tmanil,ail, (tho "Ri,1!hte A1lraitmcrut") , belutecm Boril,em a,mil,Vhe Bdnh of ileit Yorla,
ae Eilhte A.Eemt (tho "Righte AlSemt" ) , a,nil, atl, rofeicnoea to "Ei,Ehte" eha,Ll be il,cern eil, to i,tt olwil,e a,LL bemefi,te
that rna,y i,mwrc to tha eharaholilcro of Borilem or to hol,ilere of tl* Rtlhta pwrewa,nt to thc Ri,lhte lL1lreermemt,
wnlaee a,mil, wmtil tha frfulhte a,ra reil,eermeil, by Boril,em l,m aooordanob ufilh th,o .ilIe4lar ,Alrcbtnent,

(continued on next page)



(contkucd from prior page)

IMPORTAI{T
Amu chancholil,cr ilcei.rinQ to tcmil,cr al,L or amu porti,on, ol ewoh cha,rchol,il,cr'e Boril,om Shorae (anil Ri'lhta

ll a,pplToabl,c) ehowlil aithcr-(7) ootnpl,atc anil din tho Lcttar ol Ttonemittal, (or o foaei,ni,l,c thoraof) in
daaiiaa,noc 6ttn Auc lmetr-u,ot\oie tn thc Lcttcr ol bamernlttal, m,all, or il,cl,Laor thc Lcttcr ol Tva'msnti'ttal (or
ewoh fo,oeirntld attil a,na othcr rcqwl,rcil, ilpowtmomte to thc Eaoha,nAc licmt (aa ilcfimcil,haroi,m), a'mil, ai,ther
il,cttvb tha acittllnatcs iaprcecmtthl thc tomil,aruil, Boritrcm Bhancel"Sfia,rc Ccrtillaa,tce") a,mil,, Ll saPa'ra'tc,
ocrtTflootoe rcpraecmtlm! lhc tandcr-cil n@htu ("R|,!hte Ccrtifioatce"), onil, ony oth* rcqtbail' iloowtmcmte to
tha Emhamni AQcmt otlcmil,* ewoh Boril,im tharce-(amil, Ri,lhte ll aiiltooblo)-pwrewamf to tho Wooailwrc fot
fuh-cntntltaielar ilceori,bcil, hcrol,m or (9) raqwiet ewoh-eh,a,rahol,il,cfe b76hbr, ilaala4_anmiucroi,a,L_bamla,
tru,et ooipamy or othcr morml,mcc ta cflcot ih6 tronea,otion lor ewoh ehanclwl,il,cr, Shancholilcre hovi,ml! Bordam
tharca (hnit-Ri,lhte ll appli,oobl,c) rcli,etcrcil, lm tho nornc of a, brobcr, il,alcr, ootnttcroi'a'1, ba'ih, trwet
annpanit or othir rtoitni nwet'oomtZat ewoh brohcr, ilca,Lar, oorntmorola,l' fu,nh, tntet oortuWtl'y or other
nonilncZtf thouilpeirctotcmil,crBoril,cmBha.rcc funilBilhtsilappll,oahlc) arctll'etotcil,.Amloeiaruilwmti,Ltha
hloite a,ri rcilhncil Lm aaurda,moc anl,th thc tc:rtor "Tticanomti hol,il,*e bl Bordcn thance utl'1,1, ba ruqwltail to
tcililcr Chc frllhtc aeaal,atd afith cwoh Boritrcn SEa,rceim oilLcr to cllcot o, vollfi, tcmilcr ol ewoh Borilan tha'rca.

A chatahol,ilar uho il,ael,rae tp tamilor Boill,am Sharoe (anil frl'tlhte tl appll'nbla) amil, anhoee ShaTe
Ccrtl,lTno,tae hmil Rl,Qhte Ccrtitl,oatce if appli,oabl,o) a,tc mot'Ltmtncil'fotalv avcil'lablo, or utho oo'nmot oomply
totCh-thc proicilwrc fir boh-cntry tranefci bm a tirialv boel,e, m,ay tamil*7u,oh Boril,cn tharaa (anil, Rillhte tf
appl,ioabh) by follautint tha poooilwrae for tuaromtccil, il,al,i,vcry ilceoribail horalm.

Aucstiome a,md, raawcate for a*i,eta,moc ma,u ba il,i,raotoil, to ltorlla,m Sta,nlrat & Co. Itooorwratail' (tha
"Dfrir ta,matlcr") oi to D.X. Ki,na & Co.. fmo. (thc "fmfonnati,om AlZmt") , at thiiircepcotivc tiilil,raeece a,nil
talcphonc *wrtbcri ect lorth om thZ Saoh 6ovcr dl thte Offcriul Ctrotil,oillbbepcotue. lil,illtiomol, oopiae of thi,e
Ollirtnl Cl,rowlarlProewotwe, a Lcttar of ?ramemiCta,l, amfa Jfotioc ol Ghiara,mtccil Dcl,l'vory riay aleo bc
obtaincA, hon thc Imf6rm,atl,om filcnt or hotn bohcrc, il,aal,cre, ootnrncrol,al bamhe or trwet oornpa,mi,ce.

lll



No person is authorized in conrrcction with any offering made hereby to girrc any information or to
make any reprcsentation other than as contained in this Otrering Circular/Prospectus an{ if given or
made, such information or rcprcsentation must not be relied upon as having been authorized by the
Common Stock Partnerships, the Purdraser or any affiliate thereof, by Holdfus or Borden or by the
Dealer Manager. This Offering Circular/Prospectus does not constihrte an offer to sell or a solicitation
of an offer to buy any security other than the securities offened hereby, nor does it constitute an offen to
sell or a solicitation of any offer to btry any of the secruities offered hereby to any person in any
jrrisdiction in which it is unlawful to mahe such an offer or solicitation to such person Neither the
delivery of this Otrering Circular/Prospectus at any time nor any sale made hercurder shall rmder any
circrnrstances cneate any imptication that the information henein is comect as of any time subsequent to
the date hereof. No action has been or will be taken in any jrrisdiction by the Conrnon Stock
Partnerships, the Purrchaser or any nfEliste thereof, Holdings or Borden or by the Dealer Manager that
would permit a prblic otrerfurg of the securities offered hereby or lnssession or dishibution of this
Offering Circular/Prospectus in any juridiction whene action for that pu4xlse is rcquircd, other than in
the United States. Persons into whose lnssession this Offering Circular/Prospectus comes are requirtd
by the Common Stock Partrerships, the Prrdmser ard their affiliates, Holdings and Borden and by the
Dealer Manager to inform thernsehrcs about ard to obsene any reshictions as to the offerhg of the
securities offerrcd hereby and the dishibution of this Otrering Circular/Prospechs.

The Exchange Offer is not being made to (nor will tenders be accepted from or on behalf of)
holders of Borden Shares in any jurisdiction (including Japan) in which the making of the Exchange
Offer or the acceptance thereof would not be in compliance with the laws of such jurisdiction. In any
jurisdiction where the securities, blue sky or other laws require the Exchange Offer to be made on behalf
of the Purchaser by a licensed broker or dealer, the Exchange Offer shall be deemed to be made on
behalf of the Purchaser by the Dealer Manager or one or more registered brokers or dealers that are
licensed under the laws of such jurisdiction.
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AVAILABLE INTORMATION

Holdings and Borden are subject to the informational requirements of the Exchange Act and in
accordance therewith file reports, proxy statements and other information with the Commission. The

reports, proxy statements and other information filed by Holdings and Borden with the Commission can

be inspected and copied at the public reference facilities maintained by the Commission at Rmm 1024,

450 Fifth Street, N.W., Washington, D.C. 20549, and should be available at the Commission's Regional

Offices at 7 World Trade Center, 13th Flmr, New York, New York 10048, and 500 West Madison
Street, Suite 1400, Chicago, Illinois 60661. Copies of such material also can be obtained from the

Public Reference Section of the Commission at 450 Fifth Street, N.W., Washington, D.C. 20549, at

prescribed rates. In addition, material filed by Holdings and Borden can be inspected at the offices of the

New York Stock Exchange, Inc., 20 Broad Street, New York, New York 10005.

Holdings has filed with the Commission a Registration Statement on Form S-4 (together with any

amendments thereto, the "Registration Statement") under the Securities Act of 1933, as amended (the

"securities Act"), with respect to the Holdings Common Stock to be offered in the Transactions. The

Purchaser will be filing a Tender Offer Statement on Schedule 14D-1 (together with any amendments

thereto, the "schedule 14D-1") with the Commission in connection with the Exchange Offer. This
Offering Circular/Prospectus does not contain all the information set forth in the Registration
Statement or the Schedule l4D-l and the exhibits thereto. Such additional information may be

obtained from the Commission's principal office in Washington, D.C. Statements contained in this
Offering Circular/Prospectus or in any document incorporated in this Offering Circular/Prospectus by
reference as to the contents of any contract or other document referred to herein or therein include the
material terms of such contracts or other documents but are not necessarily complete, and in each

instance reference is made to the copy of such contract or other document filed as an exhibit to the
Registration Statement or the Schedule 14D-1 or such other document, each such statement being
qualified in all respects by such reference.

INCORPORAIION OF CERTAIN DOCUMENTS BY REFERENCE

The following documents filed with the Commission by Holdings (File No. 1-10215) pursuant to
the Exchange Act are incorporated by reference in this Offering Circular/Prospectus:

1. Holdings' Annual Report on Form 10-K for the year ended December 3I, 1993 (which
incorporates by reference certain information from Holdings' Proxy Statement relating to the 1994

Annual Meeting of Shareholders);

2. Holdings' Quarterly Reports on Form 10-Q for the three months ended March 31,1994,
the six months ended June 30, 1994 and the nine months ended September 30, 1994;

3. Holdings' Current Report on Form 8-K/A filed April 27, 1994: and

4. The Consolidated Financial Statements of Holdings as of December 31, 1993 and 1992 and
for each of the years in the three year period ended December 31,1993 and the related notes

thereto, and Management's Discussion and Analysis of Financial Condition and Results of
Operations, included in the Registration Statement on Form S-3 (Registration No. 33-52381), at
the time such Registration Statement was declared effective by the Commission.

The following documents filed with the Commission by Borden (File No. 1-71) pursuant to the
Exchange Act are incorporated by reference in this Offering Circular/Prospectus:

1. Borden's Annual Report on Form 10-K for the year ended December 31, 1993 (which
incorporates by reference certain information from Borden's Proxy Statement relating to the 1994
Annual Meeting of Shareholders and Borden's 1993 Annual Report to Shareholders);

2. Borden's Quarterly Reports on Form l0-Q for the three months ended March 31, 1994, the
six months ended June 30, 1994 (as amended by the Form 10-Q/A (Amendment No. 1)) and the



nine months ended September 30, 1994 (as amended by the Form l0-Q/A (Amendment No. 1));
and

3. Borden's Current Reports on Form 8-K dated January 5,1994, March 21, Lgg4, Septem-
ber 11, 1994 and September 12, 1994, and its two Current Reports on Form 8-K, each dated
October 5, 1994.

All documents and reports filed by Holdings and Borden pursuant to Section l3(a), l3(c), 14 or
15(d) of the Exchange Act after the date of this Offering Circular/Prospectus and prior to the
completion of the Transactions (including Borden's Solicitation/ Recommendation Statement on Sched-
ule 14D-9 (the "Schedule 14D-9") to be filed pursuant to Rules 14d-9 and l4e-2 under the Exchange
Act) shall be deemed to be incorporated by reference in this Offering Circular/Prospectus and to be a
part hereof from the dates of filing of such documents or reports. Any statement contained in a
document incorporated or deemed to be incorporated by reference herein shall be deemed to be modified
or superseded for purposes of this Offering Circular/Prospectus to the extent that a statement contained
herein or in any other subsequently filed document which also is or is deemed to be incorporated by
reference herein modifies or supersedes such statement. Any such statement so modified or superseded
shall not be deemed, except as so modified or superseded, to constitute a part of this Offering
Circular / Prospectus.

This Offering Circular/Prospectus incoryorates docrunents by reference which are not presented
herein or delivered herewith. Such docunents (other than exhibits to zuch documents unless such exhibits
are specifically incorynrated by reference) are available, without charge, to any perison, inchding any
beneffcial owner, to whom this Offering Circular/Prospectus is delivercd, on uritten or oral request, in
the case of docunents relating to Holdings, to RJR Nabisco, Inc., 1301 Avenue of the Americas, New
York, New York 10019 (telephone nrrnber (212) 258-5600), Attention: Investor Relations Departunent; or,
in the case of docr.unents relating to Borden, to Borden, Inc., 180 East Broad Sheet, Colrrnbus, Ohio
43215 (telephone number (614)225-3395), Attention: Docrmrents Mailing Dept.In order to ensure timely
delivery of docrrnents, any request should be made no later thanffve days prior to the Expiration Date (as
hereinafter defined), as it may be extended from time to time.



The Registration Statement is being filed by Holdings at the request of the Partnership pursuant
to the terrns of a Registration Rights Agreement between Holdings and the Partnership dated as of
July 15, 1990 and a Registration Rights Agreement arnong Holdings, certain affiliates of KKR and
others dated as of February 9, 1989 (collectively, the "Registration Rights Agreements"). AU
information contained or incorporated by reference in this Offering Circular/Prospectus relating to
KKR, the Common Stock Partnerships, the Purchaser and the Transactions has been supplied by the
Purchaser, all such information relating to Holdings has been supplied by Holdings and all such
information relating to Borden has been supplied by Borden. Although Holdings does not have any
knowledge that would indicate that any of the information which has been fumished by others is
inaccurate or untrue in any material respect, no assurance can be given that facts or events of which it
is unaware exist that may affect the significance or accuracy. of the information fumished.

For a summary of certain information contained elsewherr or inco4rcrated by reference in this
Offering Circular/Prospectus, inchding a summarJ of the Tiansactions and certain information con-
cerning Holdings and Borden, see "Summary" beginning on page 13 hereof. As used herein, "Holdings"
means RIR Nabisco Holdings Corp. ard its consolidated subsidiaries, rmless the context otherrvise
requfucs.

SIGNIF'ICANT CONSIDERATIONS

Holders of Borden Comrnon Stock should carefully consid.er the following factors in connection
with their consideration of the Exchange Offer.

Information Concerning Holdings

Tobacc o- R e I at e d C ons ide rat ions

General. R.J. Reynolds Tobacco Company ("RJRT"), an operating subsidiary of Holdings owned
through RJR Nabisco, Inc. ("RJRN"), is the second largest cigarette manufacturer in the United
States, and in the year ended December 31, 1993, RJRT's domestic tobacco business comprised
approximately 33Vo of Holdings' net sales and approximately 42Vo of Holdings' operating income from
continuing operations before corporate expenses, amortization of trademarks and goodwill and restruc-
turing expense. Domestic cigarette industry retail unit sales have declined in the last three calendar
years at an average rate of approximately 2.5?o per year. Holdings believes that the decline is due to a
number of factors, including manufacturers' price increases in recent years, excise tax increases,
asserted adverse health effects of smoking, diminishing social acceptance of smoking and governmental
and private restrictions on smoking. For many years, the advertising, sale and use of cigarettes has been
under attack by government and health officials in the United States and in other countries, principally
due to claims that cigarette smoking is harmful to health. This attack has resulted in a number of
substantial restrictions on the marketing, advertising and use of cigarettes, diminishing social accepta-
bility of smoking and activities by anti-smoking groups designed to inhibit cigarette sales, the form and
content of cigarette advertising and the testing and introduction of new cigarette products. Together
with substantial increases in state and federal excise taxes on cigarettes, this attack has had and will
likely continue to have an adverse effect on cigarette sales.

Possible Legislative and Regulatory Activities. The Clinton Administration and members of
Congress have introduced bills in Congress that would significantly increase the federal excise tax on
cigarettes, eliminate the income tax deductibility of a portion of the cost of tobacco advertising, ban
smoking in public buildings and workplaces, add additional health warnings on cigarette packaging and
advertising and further restrict the marketing of tobacco products.

In January 1993, the U.S.'Environmental Protection Agency released a report on the respiratory
effects of environmental tobacco smoke ("ETS") which concludes that ETS is a known human lung
carcinogen in adults; and in children causes increased respiratory tract disease and middle ear disorders
and increases the severity and frequency of asthma. In September 1991, the U.S. Occupational Safety
and Health Administration ("OSHA") issued a Request for Information relating to indoor air quality,
including ETS, in occupational settings. In March 1994, OSHA announced proposed regulations that



would restrict smoking in the workplace to designated smoking rooms that are separately exhausted to
the outside. Although RJRT cannot predict the form of any regulations that may be finally adopted by
OSHA, if the proposed regulations are adopted, RJRT expects that many employers who have not
already done so will prohibit smoking in the workplace rather than make expenditures necessary to
establish designated smoking areas to accommodate smokers. Because many employers currently do
not permit smoking in the workplace, RJRT cannot predict the effect of any regulations that may be
adopted, but incremental restrictions on smokers could have an adverse effect on cigarette sales and
RJRT.

During February 1994, the Commissioner of the U.S. Food and Drug Administration (the
"FDA"), which historically has refrained from asserting jurisdiction over most cigarette products,
stated that he intended to cause the FDA to work with the U.S. Congress to resolve the regulatory status
of cigarettes under the Food, Drug and Cosmetic Act. During the second quarter of 1994, hearings
were held in this regard, and RJRT, along with other members of the United States cigarette industry,
were asked to provide voluntarily certain documents and other information to Congress. RJRT is
unable to predict the outcome of any Congressional deliberations or the likelihmd that the FDA will
assert jurisdiction over cigarettes in some manner. Were the FDA to assert jurisdiction in a manner that
materially restricts the availability of cigarettes to consumers, it would likely have a significant adverse
effect on RJRT and Holdings.

In addition, in June 1994, legislation was introduced in the U.S. Senate which would authorize the
Attorney General of the United States to seek to recover from tobacco product manufacturers funds
paid out in the form of Medicaid and Medicare payments to treat illnesses allegedly related to the use of
tobacco products. It is not possible to predict whether such legislation will be enacted or any resulting
effect thereof on RJRT

It is not possible to determine what additional federal, state or local legislation or regulations
relating to smoking or cigarettes will be enacted or to predict any resulting effect thereof on RJRT, R.J.
Reynolds Tobacco International, Inc. ("Tobacco International"), another operating subsidiary of
Holdings owned through RJRN, or the cigarette industry generally but such legislation or regulations
could have an adverse effect on RJRT, Tobacco International or the cigarette industry generally.

Tobacco-Related Litigation. Yaious legal actions, proceedings and claims are pending or may be
instituted against RJRT or its affiliates or indemnitees, including those claiming that lung cancer and
other diseases have resulted from the use of or exposure to RJRT's tobacco products. The plaintiffs in
these actions seek recovery on a variety of legal theories, including strict liability in tort, design defect,
negligence, breach of warranty, failure to warn, fraud, misrepresentation, unfair trade practices,
conspiracy, unjust enrichment, indemnity and common law public nuisance. Seven of these cases
purport to be class actions brought on behalf of thousands ol claimants. Purported classes include
individuals claiming to be addicted to cigarettes, flight attendants alleging personal injury from
exposure to ETS in their workplace and parents claiming that Joe Camel advertising constitutes an
unfair trade practice. In one such case, a Florida state court judge granted plaintiffs' motion to certify a
class. Defendants will appeal that ruling to the Florida District Court of Appeals. In addition, three
states, acting through their attorneys general, have sued RJRT (and in two cases, RJRN) and other
industry members on various theories to recoup expenses incurred by the states in the treatment of
diseases purportedly associated with cigarette smoking and to enjoin certain marketing practices. A
fourth state has enacted legislation which would facilitate the filing of such an action in that state.
Litigation is stibject to many uncertainties, and it is possible that somi of the legal actions, proceedings
or claims could be decided against RJRT or its affiliates or indemnitees. Determinations of liability or
adverse rulings against other cigarette manufacturers that are defendants in similar actions, even if
such rulings are not final, could adversely affect the litigation against RJRT and its affiliates or
indemnitees and increase the number of such claims. Although it is impossible to predict the outcome of
such events or their effect on RJRT, a significant increase in litigation activities could have an adverse
effect on RJRT. RJRT believes that it has a number of valid defenses to any such actions, and intends to
defend vigorously all such actions. Holdings believes that the ultimate outcome of all pending tobacco
litigation matters should not have a material adverse effect on the financial positi-on of Holdings;
however, it is possible that the results of operations or cash flows of Holdings in particular quarterly or



annual periods or the financial condition of Holdings could be materially affected by the ultimate
outcome of certain pending litigation matters. For an additional discussion of legislation and litigation
relating to the cigarette industry and RJRT, see Holdings' Annual Report on Form 10-K for the fiscal
year ended December 31, 1993 under "Business*Tobacco-Legislation and other Matters Affecting
the Cigarette Industry" and "-Litigation Affecting the Cigarette Industry" and Holdings' Quarterly
Report on Fgrm lO-Q for the quarterly period ended September 30, 1994 under Note 7 to Holdings'
Consolidated Condensed Financial Statements for the period ended September 30, 1994 and "Legal
Proceedings-Tobacco Related Litigation," both of which are incorporited herein by reference.

Impact of Competitive Activity

RJRT's largest U.S. competitor announced competitive initiatives in April 1993 that ultimately
resulted in significant changes in the U.S. cigarette market. These competitive actions and responses by
RJRT and other competitors effectively lowered the retail price of full price cigarette brands and raised
the price of the most highly discounted brands in the second half of 1993. This resulted in a market
comprised of a full price tier and a lower price tier of products (as opposed to the three or more tiers that
had previously existed) and in smaller relative price differences between brands in different tiers.

The costs of responding to these competitive initiatives and the decrease in list prices for full price
cigarette brands of approximately 40 cents per pack were primarily responsible for a sharp decline in
RJRT's 1993 operating company contribution, since improved net prices of approximately 12 cents per
pack (including the price increase referenced below) in the most highly discounted brands did not and
are not expected to offset the current lower margins on full price brands. Notwithstanding these lower
margins, full price brands remain more profitable than lower price brands, which consist of certain
national brands designed to have a lower price and of private label brands for retailers and distributors.
The private label brands are generally the least profitable of RJRT's brands, but are important to
facilitate RJRT's service to wholesale and retail customers.

Although RJRT's full price volume as a percentage of total volume declined to 56?o in 1993 from
65?o in 1992, lower retail prices on full price brands since the third quarter of 1993 have resulted in an
increase in full price volume to 597o in the first nine months of 1994. The increased full price volume
occurred despite significantly reduced promotional expenses on full price brands during this period.

During the fourth quarter of 1993, RJRT increased the list price of its brands by 4 cents per pack,
which was generally matched by other competitors and reflected increased stability in the marketplace
during the latter part of 1993. This stability has continued into 1994 and, together with operating cost
reductions and favorable product mix shifts, has improved margins, although 1994 profit margins
remain below first quarter 1993 levels. However, RJRT is unable,to predict whether pricing stability
and profit margin improvements are sustainable.

The effect of a law requiring U.S. manufacturers to use at least 75Vo American-grown tobacco in
their cigarettes produced after 1993 has increased RJRT's raw material costs for all brands, with a

larger effect on costs for lower price brands since these brands historically have contained a higher
percentage of lower cost foreign-grown tobacco than full price brands. The cost increase is more than
offset by higher revenues for lower price brands resulting from the fourth quarter price increase
referenced above. The same result has occurred for full price brands. For additional information, see

"Management's Discussion and Analysis of Financial Condition and Results of Operations-
Tobacco-I993 Competitive Activity" and "g,gsl1ss5-Other Matters-Competition" in Holdings'
Annual Report on Form l0-K for the fiscal year ended December 31, 1993 and "Management's
Discussion and Analysis of Financial Condition and Results of Operations-Tobacco" in Holdings'
Quarterly Report on Form 10-Q for the quarterly period ended September 30,1994, each of which is
incorporated herein by reference.

Leverage and Debt Service
Holdings, together with its subsidiaries, had, at September 30, 1994, a ratio of consolidated total

debt to total stockholders' equity of 1.0-to-1. On a pro forma basis, after giving effect to the proposed
initial public offering of shares of Nabisco Holdings Corp. ("Nabisco") and related transactions, which
will result in a reduction of consolidated total debt, Holdings' ratio of consolidated total debt to total



stockholders' equity at September 30, 1994 would be 0.9 to 1. See "RJR Nabisco Holdings Corp.
Selected Pro Forma Consolidated Financial Data."

Although Holdings has significantly reduced its consolidated indebtedness and improved its
consolidated debt-to-equity ratios since the Acquisition, the indebtedness and debt-to-equity ratio of
Holdings and its subsidiaries continue to have the effect, generally, of restricting the flexibility of
Holdings and its subsidiaries in responding to changing business and economic conditions insofar as
they affect the financial condition and financing requirements of Holdings and its subsidiaries. More-
over, the Credit Agreement dated as of December 19, 1991 (as amended from time to time, the "1991
Credit Agreement") and the Credit Agreement dated as of April 5, 1993 (as amended from time to
time, the "1993 Credit Agreement" and, together with the 1991 Credit Agreement, the "Credit
Agreements") and the terms governing certain other indebtedness impose significant operating and
financial restrictions on Holdings and its subsidiaries. These restrictions limit the ability of Holdings
and its subsidiaries to incur indebtedness, pay dividends, engage in transactions with stockholders and
affiliates, create liens, sell certain assets and certain subsidiaries' stock, engage in certain mergers or
consolidations and make investments in unrestricted subsidiaries. RJRN has called certain issues of
debt securities for redemption. See "Description of Capital Stock-Contractual Restrictions and
Policies on Payment of Dividends."

Limitations on Dividends
Although Holdings pays dividends on its outstanding preferred stock, it has not yet paid a dividend

on Holdings Common Stock. [n connection with the initiative recently announced by Holdings (see
"RJR Nabisco Holdings Corp.-Recent Developments"), Holdings has indicated that it anticipates,
upon completion of the proposed initial public offering of common stock of Nabisco, commencing
payment of a quarterly cash dividend on the Holdings Common Stock of $.075 per share or $.30 per
share on an annualized basis. Holdings has also adopted a policy, which will become effective upon
completion of the proposed Nabisco initial public offering, under which Holdings would limit the
aggregate amount of cash dividends paid on its capital stock prior to December 31, 1998. The policy
would also preclude a dividend or distribution to its shareholders of the shares of capital stock of a
subsidiary until December 31, 1996 and would set forth certain intentions of Holdings with respect to
such a dividend or distribution prior to December 31, 1998. The timing, amount and form of dividends
on Holdings Common Stock will depend, among other things, upotr the effect of applicable resrrictions
and policies on the payment of dividends referred to above, Holdings' results of operations, financial
condition, cash requirements, prospects and other factors deemed relevant by its board of directors. No
assurance can be given that the proposed initial public offering of Nabisco Common Stock will be
consummated. See "Description of Holdings Capital Stock-Contractual Restrictions and Policies on
Payment of Dividends."

Holding Company S tructure
Holdings'cash flow and consequent ability to meet its obligations under its indebtedness and to pay

future dividends on the Holdings Common Stock, if any, and preferred stock are substantially
dependent upon the earnings and cash flow available after debt service of RJRN and the availability of
such earnings and cash flows to Holdings by way of dividends, distributions, loans and other advances.
Holdings Common Stock is junior in right of payment to all existing and future liabilities, obligations
(whether or not for borrowed money) and preferred stock of Holdings, and is structurally subordinate to
all existing and future liabilities and obligations (whether or not for borrowed money) of RJRN and its
subsidiaries. As of September 30, 1994, total current liabilities and long-term debt of Holdings'
subsidiaries were approximately $14.6 billion.

KKR Ownership
As of October 31,1994, an aggregate of approximately 44.79% (or 32.29% on a fully diluted basis)

of the total voting power of Holdings was held by the Common Stock Partnerships. After giving effect to
the mandatory conversion of Holdings Series A Preferred Stock on November 15, 1994, andissuming
all outstanding options for Borden Common Stock are exercised, all of Borden's Series B Preferied
Stock is converted to Borden Common Stock and Borden Shares equal to the Minimum Condition are
exchanged in the Exchange Offer at the minimum and maximum Exchange Ratios, respectively, an



aggregate of approximately 3198% to 29.397o (25.987o to 23.88?o on a fully diluted basis) of the total
voting power of Holdings will be held or controlled by the Common Stock Partnerships. The total
voting power of Holdings held or controlled by the Common Stock Partnerships will decrease to an
aggregate of approximately 20.81% to l4.49Vo (16.907o to 11.77?o on a fully diluted basis) if l00Vo of
the Borden Shares are exchanged. In addition, seven of Holdings' sixteen directors are partners or
executives of KKR.

Potential Conflicts of Interest

As a result of the ownership of a significant percentage of the total voting power of Holdings by the
Common Stock Partnerships and having partners or executives of KKR as board members of Holdings
as described under "-KKR Ownership" above, it is possible that conflicts or potential conflicts of
interest may arise between the Common Stock Partnerships and KKR on the one hand and Holdings on
the other. Holdings believes that any such conflicts or potential conflicts which may arise will be
resolved in compliance with Delaware law, which provides, among other things, that each director has a

fiduciary duty to act in the best interests of the corporation.

For information concerning the decision by Holdings not to pursue a transaction with Borden, see

"RJR Nabsico Holdings Corp.-Recent Developments" and "The Exchange Offer-Purchaser
Background."

Signifrcant Increase in Shares Available for Trading

Of the 1,L48,477,506 shares of Holdings Common Stock outstanding as of October 31, 1994,
approximately 580 million are held by persons that are not affiliates or management of Holdings and are
freely tradeable. After giving effect to the mandatory conversion of Holdings' Series A Preferred Stock
on November 15, 1994 and assuming Borden Shares equal to the Minimum Condition are exchanged in
the Exchange Offer at the minimum and maximum Exchange Ratios, respectively, an aggregate of up
to an additional approximately 109 million to 145 million shares of Holdings Common Stock will be
freely tradeable (265 million to 354 million shares if all of the Borden Shares are exchanged). In
addition, if the Purchaser or the Common Stock Partnerships increase their equity investment in Borden
through a transfer to Borden of additional shares of Holdings Common Stock (including as a result of
an exercise of the Option), the number of shares of Holdings Common Stock that are freely tradeable
may be increased significantly over time if Borden exercises its rights to register and to sell shares so
received in a public offering. Based on the $6Vz pr share closing price of Holdings Common Stock on
November 21, 1994, an additional approximately 47 .6 million shares of Holdings Common Stock could
become freely tradeable following exercise of the Option in full. Holdings is unable to predict the effect
that the increase iri freely tradeable shares of Holdings Common Stock will have on the market value of
such shares, although such increase may cause temporary volatility or decline in the market price of the
Holdings Common Stock unrelated to the operating performance of Holdings. See "-Information
Concerning the Transactions-Possible Volatility of Market Price of Holdings Common Stock Follow-
ing the Exchange Offer."

Infonnation Concerning the Ihansactioru

Inability to Participate in Future Borden Earnings or Divestitures

Shareholders whose Borden Shares are exchanged for shares of Holdings Common Stock in the
Exchange Offer or the Merger will not be entitled to participate as shareholders in any future growth of
Borden's business or earnings, in any future dividends that may be declared by the Board of Directors of
Borden or in the proceeds of any future divestitures of subsidiaries or businesses conducted by Borden.

Lack of Dissenters' Rights

Flolders of Borden Common Stock will not be entitled to dissenters' rights under New Jersey law in
connection with the Exchange Offer or the Merger, and the Purchaser does not intend to accord
dissenters' rights to holders of Borden Common Stock.



Exclusion of the Effects of Future Tobacco Developments from Opinions of Borden's Financial
Advisors

In connection with the Borden board's fiduciary duties to Borden's shareholders, the board
considered the opinions of its financial advisors. The Borden board recognized that such opinions
specifically excluded the effects of future developments in Holdings' tobacco business in light of such
advisors' statements, contained in their opinions, that they "are not in a position to make an independent
evaluation" of such matters, because such an evaluation would involve an assessment of legal, legislative
and regulatory contingencies that is beyond the area of their professional expertise. Following a review
of due diligence with respect to these matters which included discussions with Borden's management
and advisors, the Borden board considered that the impact on Holdings from litigation (including
pending and future matters as well as class action litigation), legislation (pending and future) and
governmental regulation (present and future) involving tobacco products was unknowable and, there-
fore, not capable of being determined by any expert (including the financial advisors), although the
board did not seek additional expert opinions regarding tobacco liability. Consequently, the Borden
board accepted the financial advisors' statements that they could not independently evaluate such
matters and determined that it was acceptable for the financial advisors to exclude such issues from the
opinions. For additional information regarding tobacco-related considerations, including disclosures
with respect to possible legislative and regulatory developments, and tobacco-related litigation, see
"Significant Considerations-Information Concerning Holdings-Tobacco-Related Considerations."
For further information concerning the Borden board's consideration of tobacco-related considerations,
including the fact that the Borden board considered that the impact of such matters could be
devastating with respect to the value of Holdings Common Stock, see "The Exchange Offer-Borden
Background and Reasons for the Proposed Transactions-Reasons for the Exchange Offer and Merger;
Recommendation of the Borden Board of Directors."

Possible Volatility of Market Price of Holdings Comrnon Stock Following the Exchange Offer
Assuming Borden Shares equal to the Minimum Condition are exchanged in the Exchange Offer at

the minimum and maximum Exchange Ratios, respectively, an aggregate of up to an additional
approximately 109 million to 145 million shares of Holdings Common Stock will be freely tradeable
(265 million to 354 million shares if all of the Borden Shares are exchanged in the Exchange Offer or
pursuant to the Merger). As a result of the increase in the number of freely tradeable shares of Holdings
Common Stock following the consummation of the Exchange Offer, the market price of Holdings
Common Stock may experience temporary volatility or decline unrelated to the operating performance
of Holdings.

Possible Adverse Effect on Market for Shares of Borden Common Stock
If the Merger is not immediately consummated upon completion of the Exchange Offer, the

exchange of Borden Shares pursuant to the Exchange Offer will reduce the number of Borden Shares
that might otherwise trade publicly and is likely to reduce the number of holders of Borden Shares,
which could adversely affect the liquidity and market value of the remaining Borden Shares held by
shareholders other than the Purchaser. The Purchaser cannot predict whether the reduction in the
number of Borden Shares that might otherwise trade publicly worild have an adverse or beneficial effect
on the market price for or marketability of the Borden Shares. If the Merger is consummated, all
trading of Borden Common Stock will cease and there will no longer be a market for shares of Borden
Common Stock.

Possible Loss of Stock Exchange Listing of Borden Common Stock
According to the NYSE's published guidelines, the NYSE would consider delisting the Borden

Shares if, among other things, the number of publicly held Borden Shares (excluding Borden Shares
held by officers, directors, their immediate families and other concentrated holdings of llVo or more)
were less than 600,000, there were fewer than 1,200 holders of at least 100 Borden Shares or the
aggregate market value of the publicly held Borden Shares was less than $5 million.

As of November 15, 1994, there were approximately 37,946 holders of record of Borden Shares.
Approximately 37,946 holders held in the aggregate approximately 141,814,967 shares of Borden
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Common Stock (excluding 53,168,407 shares held in treasury). Because of the large number of shares
of Borden Common Stock held in the names of brokers and nominees, the Purchaser is unable to
estimate the number of beneficial owners of 100 or more shares or the aggregate number of shares of
Borden Common Stock they own. If, upon the completion of the Exchange Offer (and if the Merger is
not immediately thereafter consummated), the shares of Borden Common Stock no longer meet the
requirements of the NYSE for continued listing and the listing of shares of Borden Common Stock is
discontinued, the market for the shares of Borden Common Stock would be adversely affected.

The Borden Common Stock also may be delisted from foreign exchanges on which it is listed,
subject to applicable requirements of such exchanges.

The extent of the public market for the shares of Borden Common Stock and availability of
quotations would depend upon such factors as the number of holders and/or the aggregate market value
of the publicly held shares of Borden Common Stock at such time, the interest in maintaining a market
in the shares of Borden Common Stock on the part of securities firms, the possible termination of
registration of the shares of Borden Common Stock under the Exchange Act (see "-Possible
Termination of Registration Under the Exchange Act") and other factors.

Possible Loss of Status as "Margin Securities"
The shares of Borden Common Stock are currently "margin securities" under the regulations of

the Board of Governors of the Federal Reserve System (the "Federal Reserve Board"), which has the
effect, among other things, of allowing brokers to extend credit on the collateral of such shares of
Borden Common Stock. In the event that the shares of Borden Common Stock are no longer listed on
the NYSE upon completion of the Exchange Offer, depending upon factors such as the number of
holders of the shares of Borden Common Stock and the number and market value of publicly held
shares of Borden Common Stock, such shares might no longer constitute "margin securities" for
purposes of the Federal Reserve Board's margin regulations, in which event the shares of Borden
Common Stock may no longer be used as collateral for loans by brokers. In addition, if registration of
the shares of Borden Common Stock under the Exchange Act is terminated upon completion of the
Exchange Offer, the shares of Borden Common Stock will no longer constitute "margin securities."
There can be no assurance that, in the future, shares of Borden Common Stock will continue to
constitute "margin securities" and be available as collateral for loans made by brokers; however, if the
Merger is consummated, shares of Borden Common Stock will in any event no longer constitute
"margin securities."

Possible Termination of Registration Under the Exchange Act
The shares of Borden Common Stock are currently registered under the Exchange Act. Such

registration may be terminated upon application of Borden to the Commission if the shares of Borden
Common Stock are not listed on a national securities exchange and there are fewer than 300 holders of
record. Termination of the registration of the shares of Borden Common Stock under the Exchange Act
would substantially reduce the information required to be furnished by Borden to holders of shares of
Borden Common Stock and to the Commission and would make certain of the provisions of the
Exchange Act, such as the short-swing profit recovery provisions of Section 16(b), the requirement of
furnishing a proxy or information statement in connection with shareholder action and the related
requirement of an annual report to shareholders and the requirements of Rule 13e-3 under the
Exchange Act with respect to "going private" transactions, no longer applicable to the shares of Borden
Common Stock. Furthermore, "affiliates" of Borden and persons holding "restricted securities" of
Borden Common Stock may be deprived of the ability to dispose of such securities pursuant to Rule 144
promulgated under the Securities Act. If registration of the shares of Borden Common Stock under the
Exchange Act were terminated, the shares of Borden Common Stock would no longer be "margin
securities" or eligible for listing or reporting on the Nasdaq National Market. The Purchaser does not
currently intend to seek to terminate registration of the shares of Borden Common Stock.

Effects of Inability to Consummate the Merger
Pursuant to the Merger Agreement, among other things, following the consummation of the

Exchange Offer, subject to certain conditions, the Purchaser will be merged with'Borden. If, following
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the Exchange Offer and exercise of the Option, approval of Borden's shareholders is required by
applicable law in order to consummate the Merger of the Purchaser with Borden, provided that the
Minimum Condition is satisfied without being reduced or waived, Borden will submit the Merger to
Borden's shareholders for approval. If the Merger is submitted to Borden's shareholders for approval,
the Merger will require the approval of the holders of not less than 66%Vo of the outstanding Borden
Shares, including the Borden Shares owned by the Purchaser and its affiliates. There can be no
assurance that the required vote of Borden shareholders will be obtained or that the Merger will be
consummated.

If the Merger is consummated, shareholders of Borden who elected not to tender their Borden
Shares in the Exchange Offer will receive upon consummation of such Merger the same number of
shares of Holdings Common Stock in exchange for each of their Borden Shares as they would have
received in the Exchange Offer.

If, following the consummation of the Exchange Offer, the Merger is not consummated, KKR
Associates, which is the general partner of the Common Stock Partnerships, indirectly will control the
numberofBorden Shares acquired by the Purchaser pursuant to the Exchange Offer and upon exercise
of the Option. Under the Merger Agreement and the Conditional Purchase/Option Agreement,
following the acceptance for exchange of the Borden Shares to be exchanged pursuant to the Exchange
Offer and/or the purchase of the Option Shares in accordance with the Conditional Purchase/Option
Agreement, and from time to time thereafter, subject to applicable law, Borden has agreed to take all
actions necessary to cause the Applicable Percentage of directors (and of members of each committee of
the Board of Directors) (rounded in each case to the next highest director or member) of Borden
selected by the Partnership to consist of persons designated or elected by the Partnership (whether, at
the election of Borden, by means of increasing the size of the board of directors or seeking the
resignation of directors and causing the Partnership's designees to be elected); provided that, if the
Purchaser has acquired at least 28,138,000 Borden Shares, the Applicable Percentage will not be less
than 33%Vo. As a result of its ownership of such Borden Shares and right to designate nominees for
election to Borden's Board of Directors, KKR Associates, an affiliate of KKR, indirectly will be able to
influence decisions of the shareholders and such Board. This concentration of influence in one share-
holder may adversely affect the market value of the Borden Common Stock.

To the extent KKR controls more than 50Vo of the outstanding Borden Shares following the
consummation of the Exchange Offer and exercise of the Option, but the Merger is not consummated,
Borden shareholders other than those affiliated with KKR will lack sufficient voting power to elect
directors or to cause other actions to be taken which require majority approval.

Exchange Offer Conditions Related to Indebtedness
The Exchange Offer is conditioned upon, among other things, the obtaining of all consents and

waivers on terms satisfactory to the Partnership necessary in order that the consummation of the
transactions contemplated by the Merger Agreement and the Conditional Purchase/Option Agreement
not constitute events giving rise to events of default or other rights permitting debt to become due prior
to maturity.

The Exchange Offer is also conditioned upon Borden having refinanced, or received commitments
for refinancing or indications satisfactory to the Partnership from lenders that it will be able to
refinance, in each case on market terms reasonably acceptable to the Partnership, the principal bank
credit facilities of Borden and T.M.I. Associates, L.P., subject to certain limitations.

In the event such consents, waivers or refinancing commitments are not obtained, the Purchaser
will have the right not to accept for exchange, exchange or deliver shares of Holdings Common Stock
for, subject to Rule l4e-l(c) under the Exchange Act, any Borden Shares tendered and may terminate
or (subject to the terms of the Merger Agreement) amend the Exchange Offer or may postpone the
acceptance for exchange ofthe Borden Shares tendered. No assurance can be given that such consents,
waivers or refinancing commitments will be obtained. Further, if the Purchaser were to waive the
condition to the Exchange Offer that the aforementioned consents and waivers be obtained, some or all
of such indebtedness or other obligations could.become payable prior to their maturities. See "The
Exchange Offer-Terms of the Exchange Offer; Expiration Date" 41d "-Qsltain Conditions of the
Exchange Offer."
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SUMMARY

The following is a summary of certain information contained elsewhere or incorporated by
reference in this Offering Circular/Prospectus. Reference is mad.e to, and this Summary is qualffied in
its entirety by, the more detailed information contained or incorporated by reference in this Offering
Circular/Prospectas. Unless otherwise defined herein, capitalized terms used in this Summary have
the respective meanings ascribed to them elsewhere in this Offering Circular/Prospectus.

For a discussion of certain important factors tt at sloald be considered by Borden slureholders in
connection with their consideration of tlu Exclwnge Offer, including certain factors relating to an
investment in Holdings and tlu Transactions, see "Signifuant Considerations."

RIR Nabisco Holdfutgs Corp.

The operating subsidiaries of Holdings owned through RJRN comprise one of the largest tobacco
and food companies in the world. In the United States, the tobacco business is conducted by RJRT, the
second largest manufacturer of cigarettes, and the packaged foods business is conducted by Nabisco,
the largest manufacturer and marketer of cookies and crackers. Tobacco operations outside the United
States are conducted by Tobacco International and food operations outside the United States'and
Canada are conducted by Nabisco International, [nc. ("Nabisco International"), & subsidiary of
Nabisco. Together, RJRT's and Tobacco International's tobacco products are sold around the world
under a variety of brand names. Food products are sold in the United States, Canada, Latin America
and certain other international markets.

Domestic Tobacco. RJRT's largest selling cigarette brands in the United States include WIN-
STON, DORAL, SALEM, CAMEL, MONARCH and VANTAGE. RJRT's other cigarette brands,
including BEST VALUE, MORE, NOW, STERLING, MAGNA and CENTURY, are marketed to
meet a variety of smoker preferences. All RJRT brands are marketed in a variety of styles. A primary
long-term objective of RJRT is to increase earnings and cash flow through selective marketing
investments in its key brands and continual improvements in its cost structure and operating efficiency.
Marketing programs for full-price brands are designed to build brand awareness and add value to the
brands in order to retain current adult smokers and attract adult smokers of competitive brands. RJRT
believes it is essential to compete in all segments of the cigarette market, and accordingly offers a range
of lower-priced brands intended to appeal to more cost-conscious adult smokers. Based on data collected
for RJRT by an independent market research firm, RJRT had an overall share of retail consumer
cigarette sales during 1993 of 29.8%, an increase of approximately one share point from 1992.

Intemational Tobacco. Tobacco International operates in over 160 markets around the world and
is the second largest of two international cigarette producers that have significant positions in the
American Blend segment of the international tobacco market. Tobacco lnternational markets over 55

brands of which WINSTON, CAMEL and SALEM, all American Blend cigarettes, are its interna-
tional leaders. Tobacco International has strong brand presence in Western Europe and is well
established in its other key markets in the Middle East/Africa, Asia and Canada. Tobacco Interna-
tional is aggressively pursuing development opportunities in Eastern Europe and the former Soviet
Union.

Nabisco. Nabisco's domestic operations represent one of the largest packaged food businesses in
the world. Through its domestic divisions, Nabisco manufactures and markets cookies, crackers, snack
foods, hard and bite-size candy, gum, nuts, hot cereals, margarine, pet foods, dry-mix dessert products
and other grocery products under established and well-known trademarks, including OREO, CHIPS
AHOY!, NEWTONS, SNACKWELL'S, RITZ, PREMIUM, LIFE SAVERS, PLANTERS, A.I,
GREY POUPON, MILK.BONE, ORTEGA, CREAM OF WHEAT, FLEISCHMANN'S ANd

BLUE BONNET. Nabisco Biscuit Company ("Nabisco Biscuit") is the largest manufacturer and
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marketer in the United States cookie and cracker industry with nine of the top ten selling brands, each

of which had annual sales of over $100 million in 1993. Overall, in 1993, Nabisco Biscuit had a37Vo

share of the domestic cookie industry sales and a 55Vo share of the domestic cracker'industry sales, in
the aggregate more than three times the share of its closest competitor. In 1992, Nabisco Biscuit
became the leading manufacturer and marketer of no fatlreduced fat cookies and crackers with the
introduction of the SNACKWELL'S line. In 1993, the SNACKWELL'S brand recorded net sales of
$186 million, which made SNACKWELL'S the sixth largest cookie/cracker brand in the United
States. Based on 1993 net sales, LIFE SAVERS is the largest selling hard roll candy in the United
States, with an approximately 25.4Vo share of the hard roll candy category, and PLANTERS nuts are

the clear leader in the packaged nut category, with a market share of more than five times that of its
nearest competitor.

Nabisco International is also a leading producer of powdered dessert and drink mixes, biscuits,
baking powder and other grocery items, industrial yeast and bakery ingredients in many of the 17 Latin
American countries in which it has operations. Nabisco International has significantly increased its
presence in Europe through the acquisition of Royal Brands S.A. in Spain and Royal Brands Portugal.

RJRN was acquired in 1989 by an indirect, wholly owned subsidiary of Holdings (the "Acquisi-
tion") at the direction of KKR. Prior to the Acquisition, RJRN was a publicly held corporation. See

"Significant Considerations-KKR Ownership."

The principal executive office of Holdings is located at 1301 Avenue of Americas, New York, New
York 10019; its telephone number is (212) 258-5600.

Recent Developments

Nabisco Initial Public Offering and Related Transactions. On October 28,1994, Nabisco filed a

registration statement with the Commission for the initial public offering of 45 million shares of its
Class A Common Stock (51.75 million shares if the underwriters'over-allotment options are exercised
in full). For purposes of the filing, the initial offering price was estimated to be between $23 and $26 per
share. Upon completion of the proposed public offering, Holdings would beneficially own 1007o of
Nabisco's outstanding Class B Common Stock, which would represent approximately 82.6Vo of the
economic interest in Nabisco (80.5Vo if the underwriters' over-allotment options are exercised in full).
Holders of Class A Common Stock of Nabisco generally would have identical rights to holders of Class

B Common Stock except that holders of Class A Common Stock would be entitled to one vote per share
while holders of Class B Common Stock would be entitled to ten votes pershare on all matters
submitted to a vote of stockholders. The registration statement has not become effective and there can
be no assurance that such offering will be consummated.

The initial public offering of shares of Nabisco is part of a broader proposed initiative of Holdings
designed to reduce consolidated debt of Holdings by approximately $l billion and establish a separately
traded common stock for Nabisco. After completion of the proposed public offering, Holdings
anticipates commencing a quarterly cash dividend on its common stock of $.075 per share or $.30 per
share on an annualized basis. The proposed transactions are subject to the approval of lenders under
RJRN's bank credit facilities.

At the time of the proposed public offering, Nabisco is expected to have approximately $4.2 billion
of intercompany debt and approximately $1.3 billion of borrowings under a short-term bank credit
agreement. The net proceeds of the proposed public offering will be used by Nabisco to repay a portion
of the borrowings under its bank facility.

As part of the initiative, RJRN has called for redemption several issues of debt securities, including
$1.5 billion of 10/z%o Senior Notes due 1998, approximately $374 million of 8le%o Sinking Fund
Debentures dae2077, $100 million of L3/zVo Subordinated Debentures due 2001 and approximately
$25 million of 73hvo Sinking Fund Debentures due 2001, all of which are redeemable with various

l4



redemption premiums. RJRN expects to fund these redemptions with borrowings under its existing
credit facilities, proceeds from Holdings' Series C Preferred Stock offering completed on May 6,1994
and internally generated cash flow. See "RJR Nabisco Holdings Corp. Selected Pro Forma Consoli-
dated Financial Data."

Upon completion of the proposed public offering of Nabisco, RJRN may seek to restructure
approximately $6 billion of its domestic publicly held debt which currently limits the ability of Nabisco
to incur long-term debt other than intercompany debt. The restructuring, which would require consent

of public debtholders and lenders under bank facilities, may include one or more offers to exchange

Nabisco debt securities for a portion of such debt. The goal of the exchange offers would be to permit
Nabisco to establish long-term borrowing capacity independent of its parent and to reduce its intercom-
pany debt. No assurance can be given that RJRN will seek to restructure its debt or that any such

restructuring will be consummated.

The Board of Directors of Holdings has adopted certain policies that would become effective upon

the closing of the Nabisco initial public offering. One policy would provide that Holdings would limit,
until December 31, 1998, the aggregate amount of cash dividends on its capital stock. Under this
policy, during that period Holdings would not pay any extraordinary cash dividends and would limit the
amount of its cash dividends, cash distributions and repurchases for cash of capital stock and

subordinated debt to an amount equal to the sum of $500 million plus (i) 65Vo of Holdings' cumulative
consolidated net income before extraordinary gains or losses and restructuring charges and (ii) net cash
proceeds of up to $250 million in any year from the sale of capital stock of Holdings or its subsidiaries
(other than proceeds from the Nabisco initial public offering) to the extent used to repay, purchase or
redeem debt or preferred stock. Another policy would provide that Holdings would not declare a

dividend or distribution to its stockholders of the shares of capital stock of a subsidiary before
December 3I, L996. Another policy sets forth the intention of Holdings that it would not make such a
distribution prior to December 31, 1998 if that distribution would cause the ratings of the senior
indebtedness of RJRN to be reduced from investment grade to non-investment grade or if, after giving
effect to such distribution, any publicly held senior indebtedness of the distributed company would not
be rated investment grade. There is no assurance that any such distribution will take place. Additional
policies provide that an amount equal to the net cash proceeds from any issuance and sale ofequity by
Holdings or from any sale outside the ordinary course of business of material assets owned or used by
subsidiaries in the tobacco business, in each case before December 31, 1998, would be used either to
repay, purchase or redeem consolidated indebtedness or to acquire properties, assets or businesses to be

used in existing or new lines of business and that an amount equal to the net cash proceeds of any
secondary sale of shares of Nabisco before December 31, 1998 would be used to repay, purchase or
redeem consolidated debt. No assurance can be given that Holdings will issue or sell any equity or sell

any material assets outside the ordinary course of business.

Termination of Agreement in Principle Relating to Borden. On October 25, 1994, Holdings and
KKR concluded that they were unable to reach a definitive agreement for the transaction contemplated
by their agreement in principle for Holdings to acquire a minority interest in Borden, as had been
previously announced on September 12,1994. The September 12,1994 announcement indicated that,
following KKR's successful acquisition of Borden, Holdings would issue to Borden approximately $500
million of newly issued common shares of Holdings for newly issued shares of Borden common stock
representing a 20Vo pro forma interest in Borden and a warrant to acquire an additional l0%o pro forma
interest in Borden. The inability to reach agreement resulted from various complexities affecting the
transaction, including certain accounting issues. In particular, because Holdings would have been
required to account for its investment in Borden using the equity method (thereby being required to
reflect a portion of Borden's potentially low or volatile earnings in its financial statements) and to
amortize a substantial amount of goodwill resulting from the transaction, the proposed transaction
would likely have had a dilutive effect on Holdings' near-term earnings. Attempts to resolve these issues
by restructuring the transaction were unsuccessful. Holdings could in the future explore a basis on
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which it or its Nabisco subsidiary may acquire a minority equity interest in Borden in exchange for
common stock of Holdings. However, Holdings is not currently engaged in any such negotiations, and
there is no assurance that Holdings will seek to pursue any such negotiations or that any such
negotiations will be successful.

Borden, Inc.

Borden is engaged primarily in manufacturing, processing, purchasing and distributing a broad
range of products through three operating divisions: North American Foods, International Foods and
Packaging and Industrial Products. North American Foods is comprised of niche grocery, pasta and
sauce, and dairy products, while International Foods includes international milk powder, European
bakery products and several European grocery and pasta businesses. Packaging and Industrial
Products includes primarily wallcoverings, adhesives and resins, and plastic films and packaging.

Borden was incorporated in New Jersey on April 24,1899 as the successor to a business founded in
1857. Borden's principal executive offices are located at 180 East Broad Street, Columbus, Ohio 43215
(telephone number 614-225-4000).

The Purchaser and the Common Stock Partnerships

The Purchaser, a New Jersey corporation and a subsidiary of the Partnership, was organized in
connection with the Transactions and has not carried on any activities to date other than those incident
to its formation and the Transactions. Prior to the consummation of the Exchange Offer, KKR Partners
II, L.P. will become a holder of shares of common stock of the Purchaser. Each of the Common Stock
Partnerships is a Delaware limited partnership, whose general partner is KKR Associates, an affiliate of
KKR. The principal assets of each of the Common Stock Partnerships consist of investments in various
entities, including investments in Holdings Common Stock. The principal offices of the Purchaser and
the Common Stock Partnerships are located at 9 West 57th Street, New York, New York 10019;
telephone number (212) 750-8300. The name, citizenship, business address, principal occupation or
employment, and five year employment history of each of the directors and executive officers of the
Purchaser and of KKR Associates, the general partner of each of the Common Stock Partnerships, and
certain other information, are set forth in Schedule I to this Offering Circular/Prospectus.

The Purchaser has reserved the right to transfer or assign, in whole or from time to time in part, to
one or more affiliates, the right to exchange all or any portion of the Borden Shares tendered pursuant to
the Exchange Offer, but any such transfer or assignment will not relieve the Purchaser of its obligations
pursuant to the Exchange Offer and will in no way prejudice the rights of tendering shareholders to
exchange for Borden Shares validly tendered and accepted for exchange pursuant to the Exchange
Offer. According to the Merger Agreement, it is presently contemplated that the right of the Purchaser
to exchange for shares of Borden Common Stock pursuant to the Exchange Offer and the right of the
Purchaser to exercise the Option will be assigned to the Partnership or to a direct or indirect wholly
owned subsidiary of the Partnership, which may, in any such case, act for itself and/or as agent for one
or both of the Common Stock Partnerships, as the case may be.

For information concerning beneficial ownership of Holdings Common Stock by affiliates of the
Purchaser, see "Security Ownership of Certain Beneficial Owners and Management."

Ihe Exchange Offer, the Merger ard Related Transactions

The Purchaser, the Partnership and Borden have entered into the Merger Agreement and the
Conditional Purchase/Option Agreement, which provide for the consummation of the Transactions,
upon the terms and subject to the conditions thereof. The Board of Directors of Borden, with seven
members voting in favor and one member (Borden's chief executive officer) abstaining, has, among
other things, (l) determined that the Merger Agreement and the Conditional Purchase/Option
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Agreement and the Transactions, including the Exchange Offer and the Merger, taken together, are
fair to the shareholders of Borden, and resolved to recommend that holders of Borden Shares accept the
Exchange Offer, tender their Borden Shares to the Purchaser in the Exchange Offer and, if required by
applicable law, approve and adopt the Merger Agreement, and (2) approved the Merger Agreement,
the Conditional Purchase/Option Agreement and the Transactions. See "The Exchange Offer-Borden
Background and Reasons for the Proposed Transactions" and "Description of Merger Agreement and
Conditional Purchase/Option Agreement." As of November 15, 1994, members of Borden's Board of
Directors and Borden's executive officers owned less than l%o of the outstanding Borden Shares. To
Borden's knowledge, all of the directors of Borden intend to tender their Borden Shares pursuant to the
Exchange Offer or vote their Borden Shares in favor of approval and adoption of the Merger Agreement
at the shareholders' meeting in respect thereof, if any. To Borden's knowledge, all of Borden's executive
officers intend to tender their Borden Shares pursuant to the Exchange Offer, other than those Borden
Shares, if any, held by such persons which, if tendered, could cause such persons to incur liability under
the provisions of Section l6(b) of the Exchange Act. However, none of these persons has committed to
tender their Borden Shares pursuant to the Exchange Offer, and there can be no assurance that they
will do so.

In the Exchange Offer, each Borden Share accepted by the Purchaser in accordance with the
Exchange Offer shall be converted into the right to receive from the Purchaser that number of fully paid
and nonassessable shares of Holdings Common Stock equal to the Exchange Ratio, which is the
quotient (rounded to the nearest 1/100,000) obtained by dividing (i) $14.25 by (ii) the average of the
average of the high and low sales prices of the Holdings Common Stock as reported on the NYSE
Composite Tape during the Valuation Period, provided that the Exchange Ratio shall not be less than
1.78125 or greater than 2.375.

If the Merger is consummated, holders of Borden Shares will receive the same number of shares of
Holdings Common Stock for each Borden Share as are exchanged for each Borden Share in the
Exchange Offer.

The Exchange Offer is being made by the Purchaser for the purpose of acquiring 1007o of the
outstanding Borden Shares. If, following the Exchange Offer and exercise of the Option, the Purchaser
and its affiliates own more than 90Vo of the outstanding Borden Shares, the Purchaser will take all
necessary or appropriate action, without further action by the Board of Directors or shareholders of
Borden, to consummate the Merger of the Purchaser with Borden as soon as practicable. If, following
the Exchange Offer and exercise of the Option, approval of Borden's shareholders is required by
applicable law in order to consummate the Merger, provided that the Minimum Condition is satisfied
without being reduced or waived, Borden will submit the Merger to the Borden shareholders for
approval. If the Merger is required to be submitted to Borden's shareholders for approval, the Merger
will require the approval of the holders of not less than 66TzVo of the outstanding Borden Shares,
including the Borden Shares owned by the Purchaser and its affiliates.

For a discussion of Borden's reasons for entering into the Merger Agreement, see "The Exchange
Offer-Borden Background and Reasons for the Proposed Transactions."

This Offering Circular/Prospechrs does not constitute a solicitation of a proxy, coruent or authori-
zation for or with rmpect to any special meeting or other meeting of Borden shaneholders who do not
terder their Borden Shares or any action in lieu thercof. Any such solicitation will be made only pursuant
to separate proxy materials in compliance with Section 14(a) of the Exchange Act.

Exchange Offer

Terms of the Exchange Offer; Expiration Date. Upon the terms and subject to the conditions of
the Exchange Offer (including, if the Exchange Offer is extended or amended, the terms and conditions
of any such extension or amendment), the Purchaser hereby offers to exchange shares of Holdings
Common Stock for all outstanding Borden Shares at the Exchange Ratio, provided that such Borden
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Shares are validly tendered on or prior to the Expiration Date and not properly withdrawn as described
under "The Exchange Offer-Withdrawal Rights." The term "Expiration Date" means 12:00 Mid-
night, New York City time, on Tuesday, December 20,1994, unless the Purchaser shall have extended
the period of time for which the Exchange Offer is open, in which event the term "Expiration Date"
shall mean the latest time and date at which the Exchange Offer, as so extended by the Purchaser, shall
expire.

The Purchaser will announce the exact Exchange Ratio with respect to each Borden Share that is
to be exchanged for shares of Holdings Common Stock in the Exchange Offer by 9:00 A.M., New York
City time, on the first business day of the ten business day period ending on the Expiration Date. The
Purchaser will make such announcement by issuing a press release to the Dow Jones News Service.
During the ten business day period ending on the Expiration Date, holders of Borden Shares will be able
to obtain the exact Exchange Ratio with respect to each Borden Share that is to be exchanged for shares
of Holdings Common Stock in the Exchange Offer from the lnformation Agent or the Dealer Manager
for the Exchange Offer at their respective telephone numbers appearing on the back cover of this
Offering Circular/ Prospectus.

The Exchange Offer is subject to, among other things, the Minimum Condition. The Exchange
Offer is also subject to other material terms and conditions, which Borden shareholders should carefully
consider. The Purchaser has reserved the right (but shall not be obligated) to waive any or all of the
conditions, provided, however, that if the Purchaser shall have exercised the Option in whole or in part
prior to the termination of the Exchange Offer, the Purchaser shall not be permitted to waive the
Minimum Condition. See "Significant Considerations-Information Concerning the Transactions-
Exchange Offer Conditions Related to Indebtedness," "The Exchange Offer-Certain Conditions of
the Exchange Offer" and "Description of Merger Agreement and Conditional Purchase/Option
Agreement."

Exchange of Shares of Borden Common Stock. Upon the terms and subject to the conditions of
the Exchange Offer (including, if the Exchange Offer is extended or amended, the terms and conditions
of any such extension or amendment), the Purchaser will accept for exchange, and will exchange for
shares of Holdings Common Stock, all Borden Shares validly tendered and not properly withdrawn on
or prior to the Expiration Date promptly after the later to occur of (i) the Expiration Date and (ii) the
satisfaction or waiver of the conditions of the Exchange Offer set forth under "The Exchange Offer-
Certain Conditions of the Exchange Offer." See "The Exchange Offer-Exchange of Shares of Borden
Common Stock" and "-Withdrawal Rights."

In all cases, exchange of Borden Shares tendered and accepted for exchange pursuant to the
Exchange Offer will be made only after timely receipt by the Exchange Agent of (i) Share Certificates
(and Rights Certificates if applicable) for Borden Shares, or timely confirmation (a "Book-Entry
Confirmation") of a book-entry transfer of such Borden Shares into the Exchange Agent's account at
The Depository Trust Company, the Midwest Securities Trust Company or the Philadelphia Depository
Trust Company (each a "Book-Entry Transfer Facility" and, collectively, the "Book-Entry Transfer
Facilities") pursuant to the procedures set forth under "The Exchange Offer-Procedure for Tendering
Shares of Borden Common Stock," (ii) the Letter of Transmittal (or a facsimile thereof), properly
completed and duly executed, with any required signature guarantees, or an Agent's Message (as
defined below) in connection with a book-entry transfer, and (iii) any other documents required by the
Letter of Transmittal.

The term "Agent's Message" means a message, transmitted by a Book-Entry Transfer Facility to,
and received by, the Exchange Agent and forming a part of a Book-Entry Confirmation, which states
that such Book-Entry Transfer Facility has received an express acknowledgment from the participant in
such Book-Entry Transfer Facility tendering the Borden Shares which are the subject of such Book-
Entry Confirmation, that such participant has received and agrees to be bound by the terms of the
Letter of Transmittal and that the Purchaser may enforce such agreement against such participant.
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Unless and until the Rights are redeemed in accordance with the Merger Agreement, holders of
Borden Shares will be required to tender the Rights associated with such Borden Shares in order to
effect a valid tender of such Borden Shares. As of the date hereof, the Rights trade together with the
Borden Shares and a tender of the Borden Shares will be deemed to be a tender of the associated Rights.
If separate Rights Certificates are issued, tendering shareholders will then be required to tender both
Share Certificates and Rights Certificates in order to effect a valid tender.

If any tendered Borden Shares are not accepted for exchange for any reason or if Share Certificates
(and Rights Certificates if applicable) are submitted for more Borden Shares than are tendered, Share
Certificates (and Rights Certificates if applicable) for Borden Shares evidencing un-exchanged or un-
tendered Borden Shares will be returned, without expense to the tendering shareholder (or, in the case

of Borden Shares tendered by book-entry transfer into the Exchange Agent's account at a Book-Entry
Transfer Facility pursuant to the procedures described under "The Exchange Offer-Procedure for
Tendering Shares of Borden Common Stock-Book-Entry Transfer," such Borden Shares will be
credited to an account maintained at such Book-Entry Transfer Facility), in each case with the related
Rights Certificates (if applicable), promptly following the expiration, termination or withdrawal of the
Exchange Offer.

If, prior to the Expiration Date, the Purchaser increases the consideration offered to shareholders
pursuant to the Exchange Offer, such increased consideration will be given to all shareholders whose
Borden Shares are exchanged pursuant to the Exchange Offer, whether or not such Borden Shares were
tendered or accepted for exchange prior to such increase in consideration.

Proced.ure for Tendering Shares of Borden Common Stock. Except as set forth below, in order for
Borden Shares (and Rights if applicable) to be validly tendered pursuant to the Exchange Offer, the
Letter of Transmittal (or a facsimile thereof), properly completed and duly executed, together with any
required signature guarantees, or an Agent's Message in connection with a book-entry delivery of
Borden Shares (and Rights if applicable) and any other documents required by the Letter of Transmit-
tal, must be received by the Exchange Agent at one of its addresses set forth on the back cover of this
Offering Circular/Prospectus on or prior to the Expiration Date and either (i) the Share Certificates
(and Rights Certificates if applicable) evidencing tendered Borden Shares (and Rights if applicable)
must be received by the Exchange Agent at such address or such Borden Shares (and Rights if
applicable) must be tendered pursuant to the procedure for book-entry transfer and a Book-Entry
Confirmation must be received by the Exchange Agent, in each case on or prior to the Expiration Date,
or (ii) the guaranteed delivery procedures must be complied with.

Ihe method of delivery of Borden Shares (and Rights if applicable), and all other required
docunents, including delivery through any Book-EnFy Transfer Facility, is at the option ard risk of the
terdering shareholder. If delivery is by mail, registered mail with rcturn receipt rcquested, properly
insurtd, is recommerdd. In all cases, srfEcient time should be allowed to ensure timely delivery.

Withdrawal Rights. Tenders of Borden Shares (and Rights if applicable) made pursuant to the
Exchange Offer are irrevocable, except that Borden Shares (and Rights if applicable) tendered
pursuant to the Exchange Offer may be withdrawn at any time on or prior to the Expiration Date and,
unless theretofore accepted for exchange by the Purchaser pursuant to the Exchange Offer, may also be
witfrdrawn at any time after January 20, 1995.If the Purchaser extends the Exchange Offer, is delayed
in its acceptance for exchange ofor exchange for Borden Shares or is unable to exchange Borden Shares
validly tendered pursuant to the Exchange Offer for any reason, then, without prejudice to the
Purchaser's rights under the Exchange Offer, the Exchange Agent may nevertheless, on behalf of the
Purchaser, retain tendered Borden Shares (and Rights if applicable), and such Borden Shares (and
Rights if applicable) may not be withdrawn except to the extent that tendering shareholders are entitled
to withdrawal rights as described below. Any such delay will be by an extension of the Exchange Offer
to the extent required by law.
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For a withdrawal to be effective, a written, telegraphic, telex or facsimile transmission notice of
withdrawal must be timely received by the Exchange Agent at one of its addresses set forth on the back
cover of this Offering Circular/Prospectus. Any notice of withdrawal must specify the name of the
person who tendered the Borden Shares (and Rights if applicable) to be withdrawn, the number of
Borden Shares (and Rights if applicable) to be withdrawn and the name of the registered holder, if
different from that of the person who tendered such Borden Shares (and Rights if applicable). If Share
Certificates (or Rights Certificates if applicable) for Borden Shares (and Rights if applicable) to be
withdrawn have been delivered or otherwise identified to the Exchange Agent, then, prior to the
physical release of such certificates, the serial numbers shown on such certificates must be submitted to
the Exchange Agent and the signature(s) on the notice of withdrawal must be guaranteed by an Eligible
Institution unless such Borden Shares (and Rights if applicable) have been tendered for the account of
an Eligible Institution. If Borden Shares (and Rights if applicable) have been tendered pursuant to the
procedure for book-entry transfer as described under "The Exchange Offer-Procedure for Tendering
Shares of Borden Common Stock-Book-Entry Transfer," any notice of withdrawal must specify the

name and number of the account at the Book-Entry Transfer Facility to be credited with the withdrawn
Borden Shares (and Rights if applicable), in which case a notice of withdrawal will be effective if
delivered to the Exchange Agent by any method of delivery described in the first sentence of this
paragraph.

Any Borden Shares (and Rights if applicable) properly withdrawn will thereafter be deemed not to
have been validly tendered for purposes of the Exchange Offer. However, withdrawn Borden Shares
(and Rights if applicable) may be re-tendered at any time on or prior to the Expiration Date by
following one of the procedures described under "The Exchange Offer-Procedure for Tendering
Shares of Borden Common Stock."

Extension of Tender Period; Termination; Amendment. The Purchaser expressly reserves the
right, in its sole discretion, at any time and from time to time, to extend the period during which the
Exchange Offer is open for any reason, including the occurrence of any of the conditions specified under
"The Exchange Offer-Certain Conditions of the Exchange Offer," by giving oral or written notice of
such extension to the Exchange Agent. During any such extension, all Borden Shares (and Rights if
applicable) previously tendered and not properly withdrawn will remain subject to the Exchange Offer,
subject to the rights of a tendering shareholder to withdraw such shareholder's Borden Shares (and
Rights if applicable). Pursuant to the Merger Agreement, the Purchaser has agreed that, upon the
request of Borden (and without limiting the number of times that the Purchaser may extend the
Exchange Offer, or the total number of days for which the Exchange Offer may be extended), the
Purchaser will extend the Exchange Offer, one or more times, for an aggregate of not more than twenty
business days. See "The Exchange Offer-Withdrawal Rights" and "Description of Merger Agree-
ment and Conditional Purchase/Option Agreement."

The Purchaser acknowledges (i) that Rule 14e-1(c) under the Exchange Act requires the Pur-
chaser to pay the consideration offered or return the Borden Shares (and Rights if applicable) tendered
promptly after the termination or withdrawal of the Exchange Offer and (ii) that the Purchaser may not
delay acceptance for exchange of, or exchange for (except as provided in clause (i) of the succeeding
sentence), any Borden Shares upon the occurrence of any of the conditions specified under "The
Exchange Offer-Certain Conditions of the Exchange Offer" without extending the period of time
during which the Exchange Offer is open. Subject to the foregoing and any other applicable regulations
of the Commission, the Purchaser also reserves the right, in its sole discretion, at any time or from time
to time to (i) delay acceptance for exchange of or, regardless of whether such Borden Shares were
theretofore accepted for exchange, exchange for any Borden Shares pending receipt of any regulatory
approvals specified under "The Exchange Offer-Certain Regulatory Approvals and Legal Matters,"
(ii) terminate the Exchange Offer (whether or not any Borden Shares have theretofore been accepted
for exchange) if any of the conditions referred to under "The Exchange Offer-Certain Conditions of
the Exchange Offer" has not been satisfied or upon the occurrence of any of the conditions specified
thereunder and (iii) waive any condition or otherwise amend the Exchange Offer in any respect, in each
case, by giving oral or written notice of such delay, termination, waiver or amendment to the Exchange
Agent and by making a public announcement thereof.
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Any such extension, delay, termination, waiver or amendment will be followed as promptly as
practicable by public announcement thereof, and such announcement in the case of an extension will be
made no later than 9:00 A.M., New York City time, on the next business day after the previously
scheduled Expiration Date. Without limiting the manner in which the Purchaser may choose to make
any public announcement, except as provided by applicable law (including Rules 14d-4(c) and l4d-6(d)
under the Exchange Act, which require that material changes be promptly disseminated to holders of
Borden Shares), the Purchaser shall have no obligation to publish, advertise or otherwise communicate
any such public announcement other than by issuing a release to the Dow Jones News Service.

Certain Provisions of the Merger Agrcement

Merger. Pursuant to the Merger Agreement, if approval of Borden's shareholders is required by
applicable law in order to consummate the Merger, provided that the Minimum Condition is satisfied
without being reduced or waived, following the acceptance for exchange of Borden Shares pursuant to
the Exchange Offer, Borden, acting through its Board of Directors, will, in accordance with applicable
law, as soon as practicable following the expiration or termination of the Exchange Offer, duly call, give
notice of, convene and, subject to the right of the parties to delay a special meeting under certain
circumstances described in the Merger Agreement, hold a special meeting of its shareholders (the
"Borden Shareholders' Meeting") for the purpose of considering and taking action upon the Merger
Agreement and the Merger and to obtain the necessary approval by its shareholders of the Merger
Agreement and the transactions contemplated thereby, including the Merger.

Under the Merger Agreement, in the event that the Partnership and the Purchaser, or any other
direct or indirect subsidiary of the Partnership acquires at least 90Vo of the outstanding Borden Shares,
the parties have agreed to take all necessary or appropriate action to cause the Merger to become
effective as soon as practicable after the expiration of the Exchange Offer without a meeting of
shareholders of Borden, in accordance with applicable provisions of the New Jersey Business Corpora-
tion Act (the "NJBCA").

By virtue of the Merger and without any further action on the part of the holder of any shares of
Borden Common Stock or any shares of capital stock of the Purchaser, each issued and outstanding
share of Borden Common Stock (other than shares owned by Borden or any subsidiary of Borden or the
Partnership, the Purchaser or any other subsidiary of the Partnership) will be converted into the right to
receive a number of fully paid and nonassessable shares of Holdings Common Stock equal to the
number of fully paid and nonassessable shares of Holdings Common Stock that were delivered by the
Purchaser with respect to each share of Borden Common Stock that was validly tendered and not
properly withdrawn and accepted for exchange pursuant to the terms of the Exchange Offer.

Representations and Warranties. The Merger Agreement contains certain representations and
warranties of Borden, the Partnership and the Purchaser. See "Description of Merger Agreement and
Conditional Purchaser/Option Agreement."

Covenants Regarding Conduct o7 nusiness. Except as contemplated by the Merger Agreement,
during the period from the date of the Merger Agreement to the date on which a majority of the Board
of Directors of Borden consists of designees or representatives of the Partnership, Borden, with respect
to itself and each of its subsidiaries, has agreed in the Merger Agreement to conduct its operations
according to its ordinary course of business consistent with past practice and to use its best efforts to
preserve intact its business organization, to keep available the services of its current officers and
employees and to preserve existing relationships with licensors, licensees, suppliers, contractors, distrib-
utors, customers and others having business relationships with it to the end that its goodwill and ongoing
businesses will be unimpaired at the date on which a majority of the Board of Directors of Borden
consists of designees or representatives of the Partnership.
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No Solicitation. Under the Merger Agreement, except with respect to divestitures in accordance
with Borden's January 1994 restructuring plan, Borden has agreed that neither it nor any of its
subsidiaries will, nor will it or any of its subsidiaries authorize or permit any of its officers, directors or
employees or any investment banker, financial advisor, attorney, accountant or other representative
retained by it or any of its subsidiaries to, (a) solicit, initiate, encourage (including by way of furnishing
information), or take any other action to facilitate, any inquiry or the making of any proposal which
constitutes, or may reasonably be expected to lead to, any acquisition or purchase of a substantial
amount of assets of, or any equity interest in, Borden or any of its subsidiaries or any tender offer
(including a self tender offer) or exchange offer, merger, consolidation, business combination, sale of
substantially all assets, sale of securities, recapitalization, liquidation, dissolution or similar transaction
involving Borden or any of its subsidiaries (other than the transactions contemplated by the Merger
Agreement or the Conditional Purchase/Option Agreement) or any other transaction the consumma-
tion of which would or could reasonably be expected to impede, interfere with, prevent or materially
delay the Merger or the exercise of the Option or which would or could reasonably be expected to
materially dilute the benefits to the Purchaser of the transactions contemplated by the Merger
Agreement (collectively, "Transaction Proposals") or agree to or endorse any Transaction Proposal or
(b) enter into or participate in any discussions or negotiations regarding any of the foregoing, or furnish
to any other person any information with respect to its business, properties or assets or any of the
foregoing, or otherwise cooperate in any way with, or assist or participate in, facilitate or encourage, any
effort or attempt by any other person to do or seek any of the foregoing; provided, however, that the
foregoing clauses will not prohibit Borden from (i) furnishing information pursuant to an appropriate
confidentiality letter concerning Borden and its businesses, properties or assets to a third party who has
made a Transaction Proposal, (ii) engaging in discussions or negotiations with such a third party who
has made a Transaction Proposal or (iii) following receipt of a Transaction Proposal, taking and
disclosing to its shareholders a position contemplated by Rule l4e-2(a) under the Exchange Act or
changing the Recommendations, but in each case referred to in the foregoing clauses (i) through
(iii) only after the Board of Directors of Borden concludes in good faith that such action is necessary or
appropriate in order for the Board of Directors of Borden to act in a manner which is consistent with its
fiduciary obligations under applicable law. [f the Board of Directors of Borden receives a Transaction
Proposal, then Borden has agreed promptly to inform the Partnership of the terms and conditions of
such proposal and the identity of the person making it and to keep the Partnership generally informed
with reasonable promptness of any steps it is taking pursuant to the foregoing with respect to such
Transaction Proposal.

Cooperation and Best Efforts. Pursuant to the Merger Agreement, subject to certain conditions
and limitations described therein, the parties have agreed to cooperate with each other and to use their
respective best efforts to take appropriate actions so that the transactions contemplated by the Merger
Agreement and the Conditional Purchase/Option Agreement may be consummated.

In addition, in the Merger Agreement, Borden and the Partnership have agreed that, as promptly
as practicable, they will file notification and report forms under the Hart-Scott-Rodino Antitrust
Improvements Act of 1976, as amended (the "HSR Act"), with the Federal Trade Commission (the
"FTC") and the Antitrust Division of the Department of Justice (the "Antitrust Division") and make
any other necessary filings with the applicable governmental entities related to the transactions
contemplated by the Merger Agreement, including the Exchange Offer and the Merger, and the
Conditional Purchase/Option Agreement and will use their best efforts to respond as promptly as
practicable to all inquiries received from the FTC or the Antitrust Division or such other governmental
entities for additional information or documentation. Provided that following receipt of such approvals
the Purchaser (or one of its affiliates) acquires at least 28,138,000 Borden Shares pursuant to the
Exchange Offer and/or the Option, Borden has agreed to make any and all divestitures or undertakings
required by the FTC, the Antitrust Division or any other applicable government entity in connection
with the Transactions, which divestitures in each case shall be reasonably acceptable to the Partnership
and the Purchaser. See "Certain Regulatory Approvals and Legal Matters" for a discussion of, among
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other things, the current status of filings by the Partnership and Borden under the HSR Act and related
matters.

Redernption of Rights. Pursuant to the Merger Agreement, Borden has agreed to redeem all
outstanding Rights at a redemption price of one and two-thirds cents per Right effective immediately
prior to the acceptance for exchange of any Borden Shares pursuant to the Exchange Offer, provided
that the Minimum Condition is satisfied in the Exchange Offer. In accordance with the Merger
Agreement, Borden has arnended the Rights Agreement so that none of the execution or the delivery of
the Merger Agreement or the Conditional Purchase/Option Agreement, or both such agreements taken
together, or commencement of the Exchange Offer or the acceptance of Borden Shares for exchange
pursuant to the Exchange Offer, or the consummation of the transactions contemplated by the
Conditional Purchase/Option Agreement will, among other things, trigger the exercisability of the
Rights, the separation of the Rights from the stock certificates to which they are attached or any other
provisions of the Rights Agreement. Borden has agreed, under certain circumstances, to take other
specified actions with respect to the Rights. See "Description of Merger Agreement and Conditional
Purchase / Option Agreement."

Conditions to Each Party's Obligations to Effect the Merger. The Merger Agreement provides
that the respective obligation of each party to effect the Merger is subject to certain conditions,
including, among other things, the consummation of the Exchange Offer and the truth and correctness
as of the effective date of the Merger of certain representations and warranties of the parties to the
Merger Agreement with respect to material adverse changes in their business, financial condition or
results of operations. See "Description of Merger Agreement and Conditional Purchase/Option
Agreement."

Termination The Merger Agreement may be terminated and the Merger contemplated thereby
may be abandoned at any time, notwithstanding approval thereof by the shareholders of Borden, but
prior to the effective time of the Merger: (a) by mutual written consent of the Partnership, the
Purchaser and Borden; (b) by the Partnership or Borden if any court of competent jurisdiction or other
governmental body located or having jurisdiction within the United States or any country or economic
region in which either Borden or the Partnership, directly or indirectly, has material assets or
operations, shall have issued an order, decree or ruling or taken any other action permanently
restraining, enjoining or otherwise prohibiting the Merger and such order, decree, ruling or other action
shall have become final and nonappealable; (c) by the Partnership if due to an occurrence or
circumstance which would result in a failure to satisfy any of the conditions to the Exchange Offer the
Purchaser shall have terminated the Exchange Offer, unless such termination shall have been caused by
or resulted from the failure of the Partnership or the Purchaser to perform in any material respect their
material covenants and agreements contained in the Merger Agreement; (d) by the Partnership if
Borden shall have modffied or amended in any respect materially adverse to the Partnership or the
Purchaser or withdrawn its approval or recommendation of the Exchange Offer, the Merger or the
Merger Agreement, subject to certain exceptions; (e) by the Partnership if Borden shall have (i) entered
into any definitive agreement to effect the transaction contemplated by a Transaction Proposal,
(ii) recommended any Transaction Proposal from a person other than the Partnership or the Purchaser
or any of its affiliates or (iii) resolved to do any of the foregoing; (0 bV the Partnership if certain
alternative acquisitions shall have occurred; (g) by Borden if (i) due to an occurrence or circumstance
that would result in a failure to satisfy any of the conditions of the Exchange Offer the Purchaser shall
have terminated the Exchange Offer, subject to certain exceptions; (h) by the Partnership or Borden if,
without fault of the terminating party, the effective time of the Merger shall not have occurred on or
before June 30, 1995 (provided, that the right to terminate the Merger Agreement under this clause (h)
shall not be available to any party whose failure to fulfill any obligation under the Merger Agreement
has been the cause of, or results in, the failure of the Merger to have been consummated within such
period); (i) by Borden if on or after December 15,1994, the termination date of a waiver granted to
Borden ofcertain provisions relating to changes in control ofBorden under the credit agreement dated

23



as of August 16, 1994 among Borden and the banks' party thereto shall not then extend past
December t5, 1994 and certain other events shall occur as a result thereof; or () by the Partnership or
Borden if any required approval of the shareholders of Borden shall not have been obtained by reason of
the failure to obtain the required vote upon a vote held at a duly held meeting of shareholders or at any
adjournment thereof. See "Description of Merger Agreement and Conditional Purchase/Option
Agreement."

Certain Required Payments. Pursuant to the Merger Agreement, Borden has agreed to make
certain payments to the Partnership and the Purchaser in respect of expenses (in the aggregate amount
of up to $15 million) and fees (in the aggregate amount of up to $30 million), including upon certain
termination events with respect to the Merger Agreement.

Certain Provisions of the Corditional Punchase/Option Agreement

Pursuant to the Conditional Purchase/Option Agreement, Borden has granted to the Purchaser the
irrevocable Option to purchase up to 28,138,000 Option Shares (or approximately l9.9Vo of the
outstanding Borden Shares as of the date hereof), on the terms and subject to the conditions set forth
therein.

Exercise of Option. Under the Conditional Purchase/Option Agreement, the Option may be
exercised by the Purchaser (or its designee, which designee must be the Partnership or a direct or
indirect wholly owned subsidiary of the Partnership and which may, in any such case, act for itself
and/or as agent for one or both of the Common Stock Partnerships, as the case may be), in whole or in
part, at any time, or from time to time, during the period beginning on the date of the Conditional
Purchase/Option Agreement and ending on the Option Expiration Date (as defined below), provided
that if the Purchaser (or its designee) has not exercised the Option in whole or in part prior to the
expiration of the Exchange Offer, it will not be entitled to exercise the Option thereafter if it waives or
otherwise reduces the Minimum Condition and accepts fewer than 4l%o of the outstanding Borden
Shares for payment in the Exchange Offer. The term "Option Expiration Date" means the first to occur
of the effective time of the Merger and March 21, 1995 (unless the Purchaser has theretofore sent a

written notice of its intention to exercise the Option).

Conversion of Option. The Conditional Purchase/Option Agreement provides that, upon the
Conversion Date (as defined below), if any, the Option will be converted in part from an irrevocable
option to purchase the Borden Shares into an obligation on the part of the Purchaser (or its designee,
which designee must be the Partnership or a direct or indirect wholly owned subsidiary of the
Partnership and which may, in any such case, act for itself and/or as agent for one or both of the
Common Stock Partnerships, as the case may be) to exercise the Option to acquire, and of the
Partnership to cause the Purchaser to take such action, subject to applicable law (the "Mandatory
Purchase"), on the terms and subject to the conditions set forth in the Conditional Purchase/Option
Agreement, such number of Borden Shares which, when added to the number of Borden Shares
purchased in the Exchange Offer (together with any Borden Shares previously purchased pursuant to
the Option) will result in the Purchaser beneficially owning more than 50Vo of the outstanding shares of
Borden Common Stock (the "Mandatory Purchase Shares"). Borden Shares subject to the Option in
excess of the number of Mandatory Purchase Shares will continue to be subject to purchase at the
option of the Purchaser. The term "Conversion Date" means the date, if any, on which the Purchaser or
the Partnership or a direct or indirect wholly owned subsidiary of the Partnership acquires more than
4l%,but less than 50?o, of the outstanding shares of Borden Common Stock pursuant to the Exchange
Offer.

Payments. The Conditional Purchase/Option Agreement provides that, in the event the Purchaser
exercises the Option, the Purchaser (or, at the Purchaser's option, its designee) will deliver to Borden,
such number of shares (rounded to the nearest whole share) of Holdings Common Stock as will equal
the product of the Option Exchange Ratio (as defined below) and the number of Borden Shares
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purchased pursuant to the exercise of the Option. The term "Option Exchange Ratio" means the
quotient (rounded to the nearest l/100,000) obtained by dividing (i) $11.00 (the "Option Purchase
Price") by (ii) the average of the average of the high and low prices of Holdings Common Stock as

reported on the NYSE Composite Tape on each of the ten consecutive trading days immediately
preceding the second trading day prior to (x) the date of notice of exercise in the case of an Option
Purchase or (y) the date of exercise in the case of a Mandatory Purchase, subject to adjustment under
certain circumstances.

Board Representation

The Merger Agreement and the Conditional Purchase/Option Agreement provide that, if
requested by the Partnership, Borden will, following the acceptance for exchange of the Borden Shares
to be exchanged pursuant to the Exchange Offer and/or the purchase of the Option Shares in
accordance with the Conditional Purchase/Option Agreement, and from time to time thereafter, take
all actions necessary to cause the Applicable Percentage (as defined below) of directors (and of
members of each committee of the Board of Directors) (rounded in each case to the next highest
director or member) of Borden selected by the Partnership to consist of persons designated or elected by
the Partnership (whether, at the election of Borden, by means of increasing the size of the Borden Board
of Directors or seeking the resignation of directors and causing the Partnership's designees to be
elected). The term "Applicable Percentage" means the ratio of (i) the total voting power of all Borden
Shares accepted for exchange pursuant to the Exchange Offer and/or purchased in accordance with the
Conditional Purchase/Option Agreement to (ii) the total voting power of the outstanding voting
securities ofBorden, rounded to the nearest whole number and expressed as a percentage; provided that,
if the Purchaser has acquired at least 28,138,000 Borden Shares, the Applicable Percentage will not be
less than 33%%.

Dissenters' Rights

Holders of Borden Common Stock will not be entitled to dissenters' rights under New Jersey law in
connection with the Exchange Offer or the Merger, and the Purchaser does not intend to accord
dissenters' rights to holders of Borden Common Stock.

Material Tax Consequences

The receipt of shares of Holdings Common Stock pursuant to the Exchange Offer or the Merger
will result in the recognition of gain or loss for federal income tax purposes by a Borden shareholder in
an amount equal to the difference between the fair market value of the consideration received (including
cash received in lieu offractional shares) and such shareholder's adjusted tax basis in the Borden Shares
exchanged and may also have tax consequences under applicable state, local, foreign or other tax laws.
See "The Exchange Offer-Material Tax Consequences."

Fees ard Expenses of the Exchange Offer

Morgan Stanley & Co. Incorporated ("Morgan Stanley") is acting as the Purchaser's financial
advisor in connection with the proposed acquisition of Borden Common Stock and as Dealer Manager
for the Exchange Offer. The Purchaser has retained D.F. King & Co., Inc. to act as the Information
Agent and First Chicago Trust Company of New York to act as the Exchange Agent in connection with
the Exchange Offer.

Morgan Stanley, the Information Agent and the Exchange Agent each will receive compensation
for their respective services, will be reimbursed for certain reasonable out-of-pocket expenses and will be
indemnified against certain liabilities in connection therewith, including certain liabilities under the
federal securities laws. The aggregate amount of the fees and expenses of the Dealer Manager, the
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Information Agent and the Exchange Agent is estimated to be up to approximately $8.25 million. See

"The Exchange Offer-Fees and Expenses of the Exchange Offer and Source of Funds."

Certain Regulatory Approvals ard Legal Matters

Except as set forth in "The Exchange Offer-Certain Regulatory Approvals and Legal Matters,"
neither the Purchaser nor the Partnership is aware of any licenses or other regulatory permits that
appear to be material to the business of Borden and its subsidiaries, taken as a whole, that might be
adversely affected by the Purchaser's acquisition of Bprden Shares (and the indirect acquisition of the
stock of Borden's subsidiaries) as contemplated herein, or of any filings, approvals or other actions by or
with any domestic (federal or state), foreign or supranational governmental authority or administrative
or regulatory agency that would be required prior to the acquisition of Borden Shares (or the indirect
acquisition of the stock of Borden's subsidiaries) by the Purchaser pursuant to the Exchange Offer as

contemplated herein. Should any such approval or other action be required, it is the Purchaser's present

intention to seek such approval or action. The Purchaser does not presently intend, however, to delay the
exchange of Borden Shares tendered pursuant to the Exchange Offer pending the receipt of any such
approval or the taking of any such action (subject to the Purchaser's right to delay or decline to
exchange Borden Shares if any of the conditions described under "The Exchange Offer-Certain
Conditions of the Exchange Oifer" shall have occurred). There can be no assurance that'any such
approval or other action, if needed, would be obtained without substantial conditions or that adverse
consequences might not result to the business of Borden, the Partnership or the Purchaser or that
certain parts of the businesses ofBorden, the Partnership or the Purchaser might not have to be disposed
of or held separate or other substantial conditions complied with in order to obtain such approval or
other action or in the event that such approval was not obtained or such other action was not taken, any
of which could cause the Purchaser to elect to terminate the Exchange Offer without the exchange of
the Borden Shares thereunder.
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Cmparatirc Market Prices ad Dividends

The Holdings Common Stock and the Borden Common Stock are listed and principally traded on
the NYSE (Symbols: RN and BN, respectively). The following tables set forth the high and low sales
prices per share of the Holdings Common Stock as reported on the NYSE Composite Tape and the high
and low sales prices per share of the Borden Common Stock and cash dividends paid by Borden for each
period indicated. See "Borden, Inc.-Recent Developments." Holdings has not paid dividends on the
Holdings Common Stock. See "RJR Nabisco Holdings Corp.-Recent Developments" and "Descrip-
tion of Holdings Capital Stock." The fiscal year for each company ends on December 31 of each year.
On September 9,1994, the last full trading day prior to the public announcement of the execution of the
letter of intent with respect to the Transactions, the closing sale price per share, as reported on the
NYSE Composite Tape, was $7 for the Holdings Common Stock and $11% for the Borden Common
Stock. Recent closing sale prices for shares of Holdings Common Stock and Borden Common Stock are

set forth on the cover page of this Offering Circular/Prospectus.

SHAREHOLDERS ARE URGED TO OBTAIN CURRENT QUOTATIONS FOR THE
HOLDINGS COMMON STOCK AND THE BORDEN COMMON STOCK.

Holdings Cormon Stock

Ftscal Year

t992
FirstQuarter...
Second Quarter.
Third Quarter. . .

Fourth Quarter
1993

FirstQuarter...
Second Quarter
Third Quarter. . .
Fourth Quarter

1994
FirstQuarter...
Second Quarter
Third Quarter. . .

Fourth Quarter (through November 21, t994)

Borden Common Stock
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Sales Price
Hlgh Lw

$tt% $8,/410Ys 8%
9%8
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Comparison of Certain Historical Per Sharp Data

The following table shows comparative historical per share data for Holdings and Borden. The
information presented below should be read in conjunction with the historical consolidated financial
statements and notes thereto, which appear elsewhere or are incorporated by reference in this Offering
Circular/Prospectus. See "RJR Nabisco Holdings Corp. Selected Historical Consolidated Financial
Data" and "Borden, fnc. Selected Historical Consolidated Financial Data."

For the Nine For the Year
Months Erded Endd

Septcmber 30, 1994 December 31, 1993

Holdings
Book value Der common share after conversion Series A

Preferred'Stock and Series C Preferred Stock
(at end of period) *10

.33

$ .ee

.225

tt:,

(.0s)

$1.74

.90

(.40)

Cash dividends declared per common share
lncome (loss) from continuing operations

per common and common equivalent share
Borden
Book value oer common share

(at end of period)
Cash dividends paid per

commoi share .

(Loss) income from continuing
operations .80
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RIR Nabisco Holdings Corp.
Smunary Historical Consolidated Financial Data

The summary consolidated financial data Dresented below as of September 30, 1994 and for the
nine months ende[ September 30,1994 and 1993 were derived from Holilings Consolidated Condensed
Financial Statementi incorporated herein by reference. The summary cinsolidated financial data
presented below as of Decerirber 31, 1993 anri 1992 and for each of the years in the three-year period
E:nded December 31, 1993 for Holdings were derived from the historical consolidated financial state-
ments of Holdings and notes thereto (tf,e "Holdings Consolidated Financial Statements"), incorporated
herein by refere-nce, which have bedn audited b! Deloitte & Touche LLe, independeni audit6rs. In
addition, the summary consolidated financial da[a as of December 31, 1991, 1990 and 1989, for-the
year ended December'31, 1990 and for the period from February 9, 1989 through December 31, 1989
for Holdings a-nd for the period from January t, tlSg through Fe6ruary 8, 1989 f6r RJRN were derived
from the c6nsolidated finlancial statements <if Holdines andURN as bf December 31, 1991, 1990 and
1989, for the year ended December 31, 1990 and fdr each of the periods within the one-year period
ended DecemSer 31, 1989, not presented or incorporated herein by ieference, which have been audited
by Deloitte & Touche t lr, independent auditorS. The data should be read in conjunction with the
Fioldings Consolidated Finincial Statements and the historical consolidated condensEd financial state-
ments of Holdings and notes thereto (the "Holdings Consolidated Condensed Financial Statements")
incorporated herein by reference.

RIRN
For thc Nlne

Modhs Edd
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lv,4 1993
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Redeemable preferred stock(4)
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(Footnotes on following page)
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(Footnotes for precedkg page)

(1) The 1992 amount includes a gain of $98 million on the sale of the ready=to-eat cold cereal business.

(2) The 1989 amount for Holdingi includes $237 million of interest expense allocated to discontinued
operations.

(3) On November 8, 1991, Holdings issued 52,500,000 shares of Series A Preferred Stock and sold
210,000,000 Series A Depositary Shares. On May 6,1994, Holdings issued 26,675,000 shares of
Series C Preferred Stock and sold 266,750,000 Series C Depositary Shares. Because Series A
Preferred Stock and Series C Preferred Stock mandatorily convert into Holdings Common Stock,
dividends on such shares are reported similar to common equity dividends.

(a) On December 16, 1991, an amendment to the Amended and Restated Certificate of Incorporation
of Holdings was filed which delEted the provisions providing for the mandatory redemption of the
redeemable preferred stock of Holdings on November 1, 2015. Accordingly, such securities were
presented as a component of Holdings' stockholders' equity as of December 31, 1992 and 1991.
Such securities were redeemed on December 6, 1993.

(5) Holdings' stockholders' equity at September 30, L994 and December 31 of each year from 1993 to
1989 includes non-cash eipenses related to accumulated trademark and gmdwill amortization of
$3.484 billion, $3.015 billion, $2.390 billion, $1.774 billion, $1.165 billion and $557 million,
respectively.

See Notes to Holdings Consolidated Financial Statements and Holdings Consolidated Condensed
Financial Statements incorporated herein by reference.

30



' RIR Nabisco Holdings CotP.
Sunnnary Pro Forma Consotidatod X'inancial Data

The following tables present summary pro forma consolidated financial data of Holdings deriygd
from the pro forma consolidated condens'ed financial statements of Holdings and notes thereto (the
"Holdingi Pro Forma Financial Statements") set forth herein. The data should be read in coqiunction
with the-Holdings Consolidated Financial Statements, the Holdings Consolidated Condensed Financial
Statements and other financial information set forth or incorporated by reference herein. Nabisco has

filed a registration staternent with the Commission with rcspect to a prcpsed lnt$at p$lic ofrering o[
45100010[0 shares of its Class A Cornnon Stock, but suc.h regiseation stateinent has not been declarcd
effective by the Commission No assrrance can be given that such otrerfurg will be consrurnated.

For tte Nhe Mothg For the Year Endcd
Ended Septrr$er 30, Dccelfrer 31'

1994 1993@ollars ln Mllllons Exceat Per Shart Amounts)

Pro Forma Consolidated Statmrent of Income Data(l)
Net sales
Cost of Droducts sold . .

Selling, hdvertising, administrative aqd general expenses . . . . .

Amorfi2ation of tiC'demarks and gmdwill
Restructuring expense

Ooeratins income
Inteiest anif debt exDense
Other income (experise), net . .

Income before income taxes .

Provision for income taxes .

Income before minoritv interest in income of Nabisco . . . . .
Minority interest in incoine of Nabisco

Net income(z\ . .
Less preferred' stock dividends

Net income applicable to Common Stock .

Per Share Data
Net income per common and common equivalent(z) . .

Dividends oer share of Common Stock .: . . . .

Dividends ber share of Series A Preferred Stock .

Dividends ber share of Series C Preferred Stock .

1,985
(7t6)
(81)

t,1g-E
513re
(32)
&3

98

$11,322
5,079
3,789

469

$15,104
6,640
5,731

625
730TE

(1,048)
(58)

-r,170

-,
(2e)

$ .00
.30

3.34

Septcder 30,
1994

73
68

$_r$ 54s

$ .36
.225

2.505
2.438

Pro Forrna Consolidated Bdance Sheet Data(3)
Workins caoital
Total alsets'
Total debt
Stockholders' eouitv
Book value oer torfimon share after conversion of Series A Preferred Stock and

Series C Preferred Stock.

$ 108
31,439
10,018
tl,227

6.06

(t) cn'"esetrecttothefollowinstransactionsandeventsasifthevoccurredasofJanuaryl,lg93:(i)borrowingsof$1.3' ' billion under the Nabisco eredit Asreement (as hereafter defined) and the applicition of funds provided through
such borrowinqs to reDav a Dortion o-f the borrdwinqs under the l99i Credit Ag-r-eement; (ii) the sale and issuance of
45,000,000 shires of Nabisco Class A Common-Stock in the Nabisco Common Stock Offerings- (as hereafter
defineO), the resulting reduction in Holdings' proportionate interest in Nabisco and the application of the estimated
net pr#eeds of appioximately $1,047 mittion (assuming- an initial public offerinS _p&g of $24.50 per share)
ther6from to repay i portion of the'borrowings under the Nabisco Credit Agreementt (iii) the-asqumed payment of
ouarterlv divid6nds o^n Holdincs' Common Stock of $.075 per share and fhe increased level of net in:debtedness
dssumed to be outstandine had-such dividend Davments been made: (iv) the redemption of $1.5 billion of the l0/zvo
Senior Notes dues 1998, ipproximately $374 hittion of the 8,hEo Dib6ntures &,rc'2017 , $100 million of the l3'/z7o
Subordinated Debentures due 2001 and approximately $25 million of. the l%qo Debentures due 2001 th,loqgh
borrowings under the l99l Credit Agreeri6nt and prbceeds from Holdings' Series C Preferred Stock offering
completed on May 6, 1994; and (v) the tax effect of the foregoing.

(2) Excfudes extraordinary items related to the loss on early extinguishments of debt, net of income tlxes, for the' ' nine months ended September 30, 1994 and the year endid Decdmber 31, 1993 of $145 million and $142 million,
respectively.

(3) Gives effeit to the pro forma transactions and events described in clauses (i), (ii), and (iv) of Note (l) above as if
they occurred on $eptember 30,1994.
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Borden, Inc.

rhe summary consorida,"oi,"ffi#T:3,::T:,:Jff;ffi:iH[ ended september 30, 1ee4 and
1993 were derived from unaudited quarterly consolidated financial statements contained in Borden's Quarterly
Report on Form 10-Q at and for the nine months ended September 30,1994 and incorporated herein by reference.
The summary consolidated financial data presented below for each of the years in the three-year period ended
December 31, 1993 for Borden were derived from the consolidated financial statements contained in Borden's
Annual Report on Form 10-K for the year ended December 31,1993 and incorporated by reference herein, which
have been audited by Price Waterhouse LLP, independent accountants. The unaudited quarterly consolidated
financial statements include all adjustments which are, in the opinion of Borden management, necessary for a fair
statement of the interim results. Results for interim periods are not necessarily indicative of results to be expected
for the full year. The data below should be read in conjunction with the audited consolidated financial statements
and unaudited quarterly consolidated condensed financial statements of Borden, and the related notes thereto,
incorporated by reference herein.

For the Nlne Monfhs
Erdcd Septeder 30, For the Years Erded December 31,

t$4

Raerue
Net sales $ 4.082

t9t3 1993 Dln t991 1990

(aoudffi minurs,-.*".gr p"r rffia"t")
$ 4,037 $ s,506 $ 5,872 $ 5,924 $ 6,213

19E9

$ 6,391

3,075 2,967859 803
(40)
92 93(e) (10)
29 30

r) and expense, net . . . 194 29
27 42

4,137 3,954

4,269 4,644 4,8591,024 1,020 90267 463167 156 t29(24) (23) (t7)
331(13) t2 1115r 169 76

-@ s,e8t -@
EamlDgs

(Loss) income from continuing operations
Discontinued operations:( I )(2)

(Loss) inconie from operations
Loss on disposal

(Loss) income before extraordinary item and cumulative
effect of accounting changes

Extraordinary loss on early retirement of debt .

Cumulative effect of change in accounting for:

Postretirement benefits other than pensions
Income taxes

Net (loss) income.

Shsre Data
(Loss) income from continuing operations
Discontinued operations:

(Loss) income from operations . . . .
Loss on disposal

(Loss) income before extraordinary item and cumulative
effect of accounting changes

Extraordinary loss on early retirement of debt .

Cumulative effect of change in accounting for:
Postemployment benefits
Postretirement benefits other than pensions
Income taxes

Net (loss) income per common share .

Cash dividends paid per common share . .

Average- number of common shares outstanding during the
period .

292

28

2E0

15

$ (17)s (l14)

(55)

(se)

;,

$ (.3e)

(.41)

*,

$ (.80)

$23
141.5

83

(46)

(3E)

(86)

(33)

16

9__!?9

$ 1.97

!_1!
$ .59

(.33)

_36

_(18) _(lE)

-
qi!1)
$ (.40)

(.47)
(3.47)

9'tot

f.,:r

(124)
(ll)

(lE9)
(40)

!.__81)

$ (.27)

(.60)

_.26

j.r:r

(.87)
(.07)

0.32)
(.28)

$ (2.s4)

$ rl85

2.00

( 17)

$ (0.22)

0.1I

9."r

-
$ (0.11)

$ o9o

$ (4.47)

$ .90

140.9 141.0

:es

q___2e5

$ 1.90

.10

:20

0.19

2.t6

$ 2.00 $ 2.16

$ r.12 $ 1.035

$ .13

$ .75

143.4 147.6 147.9 148.2

(Footnotes on following page)

4,078 4,3021,224 1,163u5 298125 116(16) (le)
4t 4023 (4)(27) t4

5,563 5,910

(521

(66)
(490)

(613)
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AI
Septcobcr 30,

l:9t,4

At Decrmbcr 31,

1993 t9v2 l99l 1990 19E9

(dollrn ln nllltor, cxccpt per rharc dato)

$1,370 $1,290561 431,321 1,337
762 8024,014 3,8721,418 1,372t,416 1,241

2,457 2,254140 246
.99 1.74

$1,928 $1,921 $2,026 $2,01I
352 319 23'l 160

1,788 1,904 l,1U t,Mt
I,178 1,317 1,314 1,213
5,246 5,461 5,284 4,82s
1,808 1,414 1,847 1,466
1,330 1,346 1,340 1,441
2.312 2.072 1,595 1,670
1,126 1,975 1,842 1,589
8.01 13.39 12.50 11.41

(1) 1193 tr,"tudes a pretax charge of $752.3 million for business divestitures and restructgting..l'992,1991 and' ' 1939 include pre'tax restruci-uring charges of $377.2 million, $71.6 millioqSlg $5.?-0.7 million, respectively.
The nine monihs ended Septemder 30:1994 includes a pretax credit of $50.1 million for reversal of prior
restructuring charges.

(2) Financial dita forlhe years prior to 1993 were restated in 1993 to reflect discontinued operations.

See Notes to Borden's Consolidated Financial Statements and Borden's Unaudited Quarterly
Consolidated Financial Statements incorporated herein by reference.
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THE EXCHANGE OFFER

Purchaser Background

In early 1993, representatives of KKR met with Anthony S. D'Amato, then chairman and chief
executive officer of Borden, Lawrence O. Doza, then vice president and chief financial officer of Borden,
and a representative of one of Borden's financial advisors to discuss KKR's interest in exploring a
possible transaction involving KKR and Borden. Following that meeting, Mr. D'Amato advised KKR's
representatives that Borden preferred not to pursue a transaction with KKR at that time. Thereafter,
although no formal discussions were held, KKR's interest in a possible transaction with Borden
continued, especially when Borden's analysis of possible restructuring alternatives became known to
KKR in the late summer of 1993, Borden continued to maintain that it was not interested in a

transaction with any third parties, including KKR.

In December 1993, Lazard Frbres & Co., financial advisor to the Borden Board of Directors,
initiated contact with KKR regarding a possible transaction with KKR. KKR, in turn, brought the
possibility of a transaction with Borden to the attention of senior executives ofr Holdings. Holdings
thereafter had several investigatory meetings with Borden's advisors in New York City, but no formal
due diligence was conducted at Borden's headquarters in Columbus, Ohio. Following such meetings and
further analysis by Holdings of a possible transaction with Borden, Holdings decided that it would not
pursue a transaction with Borden. Among other things, Holdings believed that, in light of its own
indebtedness, Borden's debt levels precluded the acquisition of all of Borden. Additionally, Holdings
determined that its strategic interest was in substantially less than all of Borden's businesses.

Investigatory discussions between representatives of KKR and Borden resumed in February 1994
and occurred sporadically thereafter. tn April 1994, KKR indicated to Borden's representatives that it
might be willing to assist Borden in connection with Borden's restructuring efforts, although Borden did
not express interest in such assistance at that time. In July and August, KKR again initiated contact
with Borden's advisors to reiterate KKR's continuing interest in exploring an investment in Borden. In
early August 1994, KKR discussed with Borden's advisors its possible interest in an investment in
Borden using securities owned by partnerships controlled by KKR. Lazard FrEres & Co. indicated to
KKR Borden's willingness to pursue discussions and, shortly thereafter, KKR and Borden signed a
confidentiality agreement and KKR began to receive certain due diligence information concerning
Borden.

Following its initial review of this information, KKR indicated an interest in pursuing more
complete due diligence. KKR was advised that, if it planned to make a proposal to Borden regarding a

transaction, it should be prepared to do so by September 7,1994, when Borden's Board of Directors was
scheduled to meet to consider its management's proposed new restructuring plan, which Borden was to
consider as an alternative to a transaction with KKR. This plan would have involved the sale of Borden's
dairy business, sale of profitable non-food businesses and a cut in Borden's quarterly dividend to $.01
per share. On August 25 and 26, 1994, representatives of KKR and representatives of Borden held due
diligertce meetings in Columbus, Ohio. Charles M. Harper, Chairman of the Board and Chief Executive
Officer of Holdings, and H. John Greeniaus, Chairman of the Board and Chief Executive Officer of
Nabisco Foods Group, attended the meetings on August 25, 1994 at the request of KKR.

On Friday, September 2,1994, KKR made an oral proposal to acquire a757o interest in Borden for
consideration valued at $13.50 per Borden Share, based on an exchange of Holdings Common Stock for
Borden Common Stock. Negotiations continued over the next several days, particularly with regard to
KKR's willingness to pursue an acquisition of the entire company. KKR's revised proposal for all of
Borden was presented to Borden's Board of Directors on September 7,1994, following meetings
between representatives of KKR and the Chairman of the Board and the Chief 'Executive Officer of
Borden. Discussions and negotiations continued between representatives of KKR and Borden and, on
September ll, L994, the Partnership and Borden signed a letter of intent with respect to the
Transactions based on a value of $14.25 per Borden Share.
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Following the signing of the letter of intent on September 11, 1994, KKR and Borden, and their
representatives, negotiated the Merger Agreement and Conditional Purchase/Option Agreement,
which were executed on September 23, 1994, following approval by Borden's Board of Directors.

As of November 15, 1994, the Purchaser, the Partnership and Borden entered into an amendment
to the Merger Agreement (the "Amendment") changing the definition of the term "Valuation Period."

Purpose of the Exchange Offer; the Merger

The Exchange Offer is being made by the Purchaser for the purpose of acquiring 1007o of the
outstanding Borden Shares. If, following the Exchange Offer and exercise of the Option, the Purchaser
and its affiliates own more than 90Vo of the outstanding Borden Shares, the Purchaser will take all
necessary or appropriate action, without further action by the Board of Directors or shareholders of
Borden, to consummate the Merger of the Purchaser with Borden as soon as practicable. If, following
the Exchange Offer and exercise of the Option, approval of Borden's shareholders is required by
applicable law in order to consummate the Merger, provided that the Minimum Condition is satisfied
without being reduced or waived, Borden will submit the Merger to Borden's shareholders for approval.
If the Merger is submitted to Borden's shareholders for approval, the Merger will require the approval
of the holders of not less than 66%Vo of the outstanding Borden Shares, including the Borden Shares
owned by the Purchaser and its affiliates. In the event the Merger is consummated, holders of Borden
Shares will receive the same number of shares of Holdings Common Stock for each Borden Share as are
exchanged for each Borden Share in the Exchange Offer.

The Registration Statement is being filed by Holdings pursuant to the terms of the Registration
Rights Agreement.

This Offering Circular/Prospectus also relates to shares of Holdings Common Stock that may be
issued in connection with the consummation of the Merger, unless the Merger is submitted to Borden's
shareholders for approval, in which case the Purchaser will solicit proxies from Borden shareholders
pursuant to separate proxy materials in compliance with Section 14(a) of the Exchange Act.

The Exchange Offer is subject, among other things, to the Minimum Condition. Except as

described below, the Minimum Condition, and the other conditions to the Exchange Offer, may be
waived by the Purchaser in whole or in part, in its sole discretion. However, the Minimum Condition
may not be waived if the Option has been exercised in whole or in part prior to the Expiration Date. In
addition, if the Purchaser acquires more than 4lVo (but not more than 507o) of the outstanding Borden
Shares in the Exchange Offer, the Purchaser must exercise the Option to the extent necessary so that,
following such exercise, the Purchaser will own more than 507o of the outstanding Borden Shares. In the
event the Merger is not consummated, the Purchaser will control the number of Borden Shares acquired
by the Purchaser pursuant to the Exchange Offer and upon exercise of the Option. Under the Merger
Agreement and the Conditional Purchase/Option Agreement, following the acceptance for exchange of
the Borden Shares to be exchanged pursuant to the Exchange Offer and/or the purchase of the Option
Shares in accordance with the Conditional Purchase/Option Agreement, and from time to time
thereafter, subject to applicable law, Borden has agreed to take all actions necessary to cause the
Applicable Percentage of directors (and of members of each committee of the Board of Directors)
(rounded in each case to the next highest director or member) of Borden selected by the Partnership to
consist of persons designated or elected by the Partnership (whether, at the election of Borden, by
means of increasing the size of the board of directors or seeking the resignation of directors and causing
the Partnership's designees to be elected); provided that, if the Purchaser has acquired at least
28,138,000 Borden Shares, the Applicable Percentage will not be less than 33YzVo. As a result of its
ownership of such Borden Shares and right to designate nominees for election to Borden's Board of
Directors, the Purchaser will be able significantly to influence decisions of the shareholders and such
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Board. See "Significant Considerations," "The Exchange Offer-Certain Conditions of the Exchange
Offer" and "Description of Merger Agreement and Conditional Purchase/Option Agreement."

This Offering Circular/Prospectus does not constifute a solicitation of a proxy, consent or authori-
zation for or with respect to any special meeting or other meeting of Borden shar,eholders who do not
tender their Borden Shares or any action in lieu thereof. Any such solicitation will be made only pursuant
to separate proxy materials in compliance with Section 14(a) of the Exchange Act.

See "Description of Merger Agreement and Conditional Purchase/Option Agreement" for a

description of certain fees that are or may be payable to KKR in connection with the Transactions.

Borden Backgound ard Reasons for the Proposed Transactioru

Borden Background

The decision by the Borden board of directors to enter into the Merger Agreement reflected, in
part, an assessment of the risks and potential benefits ofongoing restructuring efforts against the risks
and benefits of a transaction that would offer all shareholders the opportunity to receive a premium for
their Borden Shares payable in Holdings Common Stock. A significant factor in the Borden board's
deliberation was the history of Borden's prior restructuring efforts. Set forth below is a summary of the
events that led to the Borden board's decision.

1992 Restructuring Plan. ln October 1992, Borden announced its third restructuring program
since 1989 (the"1992 Restructuring Plan"). The 1992 Restructuring Plan was aimed at integrating the
numerous acquisitions Borden had made, reducing costs and reversing a downward trend in earnings. In
conjunction with the 1992 Restructuring Plan, Borden established a restructuring reserve of $642
million (pre-tax) charged against third quarter 1992 results, which reduced Borden's 1992 year end
shareholders'equity to $1.13 billion, down from $1.69 billion in 1989, before the successive restructur-
ings began.

The 1992 Restructuring Plan did not achieve the anticipated results. Borden's first quarter 1993

net income was $27.2 million and earnings per share was $.20, a 43Vo decline in net income from the
same period in 1992 (excluding charges in 1993 and 1992 for accounting changes). Sales in the first
quarter of 1993 fell7.ZVo to $1.30 billion, from $1.40 billion in the same period of 1992.In the second
quarter of 1993, earnings per share declined 76.4Vo to $.13 from $.55 in the second quarter of 1992. Net
income of $18.5 million was down 76.7Vo from $79.3 million in the second quarter of L992. Sales were
$1.35 billion, down 67o from $1.44 billion in the second quarter of 1992.

In early 1993, at the initiation of KKR, representatives of KKR met with Anthony S. D'Amato,
then Chairman and Chief Executive Officer of Borden, Lawrence O. Doza, then Vice President and
Chief Financial Officer of Borden, and a representative of Borden's financial advisor, First Boston to
discuss a possible transaction involving KKR and Borden. After discussion, Mr. D'Amato advised
KKR's representatives that Borden did not wish to pursue a transaction with KKR at that time.

Development of 1993 Restructuring Plan. In 1993, Borden began to develop alternatives to the
1992 Restructuring Plan. In addition, in June 1993, Borden hired Ervin R. Shames as President and
Chief Operating Officer. Mr. Shames joined Borden with22 years of experience in the food business,
including positions as President and Chief Executive Officer of General Foods USA and President of
Kraft USA. On July 28, 1993, Borden announced that it was reviewing its portfolio of businesses to
identify those it would retain and those it would not, and was reducing the quarterly cash dividend on
the Borden Shares to $.15 per share from $.30 per share.

During the fall of 1993, Borden accelerated the review of its portfolio of businesses and its strategic
alternatives. Booz Allen & Hamilton Inc. ("Booz Allen"), a business consulting firm, was asked to
assess the existing businesses and their long-term potential and to recommend which businesses to retain
and which to divest. In September 1993, First Boston was retained by Borden to provide financial advice

36



with respect to this program. In October 1993, the Borden board engaged Lazard FrEres to act as
financial advisor to the Borden board with regard to the consideration of strategic alternatives. The
Borden board also engaged Wachtell, Lipton, Rosen & Katz, which had previously advised Borden in
special situations, as special counsel. t

Borden's third quarte r 1993 results showed a net loss of $9.4 million, or $.07 per share, versus a net
loss in the third quarter of 1992 of $1.8 million, or $.01 per share before the charge for the 1992
Restructuring Plan. Sales in the third quarter of 1993 fell to $1.39 billion from $1.53 billion in the
comparable period of 1992. Nearly all of the principal businesses of Borden posted substantial declines
versus prior year performance.

In November t993, Borden management with the assistance of Booz Allen presented to the Borden
board a plan (the "1993 Restructuring Plan") for restructuring the portfolio of Borden's businesses.
The 1993 Restructuring Plan provided for major divestitures, including the sale of Borden's North
American snacks business, its seafood business, its jams and jellies business and certain other businesses
and products representing, in the aggregate, annual revenues of approximately $1.25 billion, or nearly
20Vo of projected 1993 sales of $6.75 billion. The 1993 Restructuring Plan also aimed at improving
Borden's domestic dairy business, largely through volume recovery and cost reduction, and contem-
plated retention of nearly all of the non-food businesses. The 1993 Restructuring Plan envisioned cost
reductions phased in over two years, reaching an annualized savings rate of $100 million by the end of
1995. These savings were to be achieved through a combination of divestitures and productivity gains.

Under the 1993 Restructuring Plan, which was reviewed by Booz Allen, management projected
1994 earnings per share at the upper end of the $.75 to $ 1 .00 per share range of estimates by securities
analysts, and set performance targets for annual earnings per share growth in 1995 and 1996 of at least
double the food industry average, sales growth of 6Vo annually and an increase in return on investment
from a range of 5Vo to 6Vo in 1994 to l27o in 1996. Further, the 1993 Restructuring Plan contemplated a

further reduction in Borden's quarterly cash dividend from $.15 per share to $.075 per share, and a

$752.3 million pre-tax restructuring charge against 1993 fourth quarter earnings of which approxi-
mately $637.4 million was for business divestitures and $114.9 million was for organizational
restructuring.

Evaluation of 1993 Restructuring Plan and Possible Sale of Borden. In reviewing the proposed
1993 Restructuring Plan, the Borden board considered that continued poor performance would reduce
financial flexibility (which, in turn, could limit Borden's ability to raise capital at attractive rates and to
pursue strategic growth opportunities); that the 1993 Restructuring Plan was premised on significant
turnarounds within a year or slightly longer in Borden's dairy and pasta business and improvements in
almost all of Borden's other divisions; that many of the asset sales included in the 1993 Restructuring
Plan would be difficult and time-consuming to consummate; that Borden's quarterly dividend payout
might not be sustainable even at the reduced rate contemplated; and that a number of key management
positions were held by new managers, making it difficult to assess the likelihood of success of the tr993
Restructuring Plan. The Borden board also took into consideration the fact that Borden was highly
leveraged and exposed to liquidity risk by virtue of its reldtively high ratio of short-term debt
(particularly commercial paper) to total debt in the event of rating agency downgrades, and that the
1993 Restructuring Plan would leave Borden with debt coverages less favorable than the median for
investment grade companies and without tangible net worth.

After weighing these risks and considering that previous restructuring efforts had not achieved
targeted results and after receiving two unsolicited inquiries regarding the sale of Borden, one from
KKR and one from another party, the Borden board determined to instruct Lazard Frbres to make
contacts with a selected group of companies considered to be potential buyers of Borden. The potential
buyers contacted by Lazard Frbres consisted primarily of industrial buyers, rather than financial
buyers, because Lazard Frbres believed that a leveraged buyout did not appear to be feasible given
Borden's operating performance and high debt levels. Lazard Frdres, however, did contact KKR
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because of its prior indication of interest in Borden and its ownership interest in Holdings. KKR, in
turn, brought the possibility of a transaction with Borden to the attention of Holdings. The other party
that had previously contacted Borden was also contacted by Lazard FrBres.

ln response toLazard FrBres' solicitations, only Holdings and one other company expressed interest
in obtaining information about Borden. Both Holdings and the other potential buyer (the "Potential
Buyer") entered into confidentiality agreements with Borden and commenced due diligence. Holdings,
however, after preliminary meetings, declined to pursue its interest. Holdings indicated that, due to the
then-current trading price of the Borden Shares, Holdings' own indebtedness and the debt levels of
Borden, Holdings was unwilling to proceed with an acquisition of Borden. In addition, Holdings said
that it had determined that its strategic interest was in substantially less than all of Borden's businesses.

At a Borden board meeting held on December 9,1993,Lazard Frbres indicated that the Potential
Buyer appeared to be interested in acquiring all of Borden. At the board meeting, management
recommended that Borden proceed with the 1993 Restructuring Plan it had previously recommended.
The Borden board, however, determined that, given the risks inherent in the 1993 Restructuring Plan,
talks with the Potential Buyer should continue, and the decision as to whether to implement the 1993
Restructuring Plan was postponed. That same day, the Borden board accepted the resignation of
Anthony S. D'Amato, as Chairman and Chief Executive Officer of Borden, and appointed Frank J.
Tasco, a director of Borden and retired Chairman and Chief Executive Officer of Marsh & Mclennan
Companies, Inc., as Chairman of the Board of Borden and Ervin R. Shames, as Chief Executive Officer
of Borden.

On December 21,1993 the Potential Buyer indicated that it would not be interested in pursuing an
acquisition of the entire company but that it would be willing to explore the acquisition of just Borden's
Packaging and Industrial Products Division ("PIP") and a concurrent investment in the remaining food
company. However, the indicated price levels from the Potential Buyer's proposal would not have
generated proceeds sufficient to reduce Borden's debt to a level appropriate to the remaining food
business. Thus, the Borden board rejected this suggestion in part because it was advised that such a
divestiture would leave Borden undercapitalized,. The Borden board then instructed Borden's manage-
ment to prepare the 1993 Restructuring Plan for final approval.

1993 Restucturing Plan Adopted; Goals Ser. On January 4,7gg4, the Borden board formally
approved the 1993 Restructuring Plan. Over the previous months, the Borden board had received from
management and Booz Allen an extensive review of Borden's 50 distinct domestic and international
businesses. Borden announced that, with the help of its financial advisors, the Borden board had
evaluated a full range of alternatives for Borden, including sale or merger, and that Borden was not
aware of any third party expressing interest in proposing such transactions. The Borden board also
reviewed the alternative of liquidation and concluded that adverse tax consequences and the uncertain-
ties involved in the sale of Borden in parts rendered this alternative unattractive.

In announcing the 1993 Restructuring Plan, Borden stated that it had setfinancial goals, including
earnings per share for 1994 at the upper end of the $.75 to $1.00 range of analysts' estimates, cash flow
of $400 million to $450 million after capital expenditures and including divestiture proceeds, substan-
tially all of which was intended to be applied to debt repayment, and cost reductions reaching an
annualized rate of $70 million to $85 million by the end of the year.

As a result of the write-off related to the implementation of the 1993 Restructuring Plan, Borden's
shareholders' equity as of December 31, 1993 was reduced to $245.9 million.

Progress Under the 1993 Restucturing PIan. Following the adoption of the 1993 Restructuring
Plan, the Borden board, with the assistance of its financial advisors and management, closely monitored
its implementation and the associated divestitures. In its 1993 Annual Report to Shareholders which
was issued in late March 1994, Borden acknowledged that the success of the 1993 Restructuring Plan
depended on multiple divestitures at anticipated prices, sharply reduced costs throughout Borden, a
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reversal of the weak sales and income performance of Bordenrs pasta business and a turnaround of
Borden's domestic dairy operations, which, based on early 1994 results, would be a significant
challenge.

Borden's first quarter 1994 earnirtgs per share were $.04 and net income was $5.8 million. In its
announcement of first quarter results, Borden also stated that its earnings projections for 1994 were
then "in line" with the current range of analyst projections of $.70 to $.95 per share, as opposed to the
January 1994 earnings per share target at the "upper end" of the $.75 to $1.00 range.

In June 1994, the Borden board and management became increasingly concerned about Borden's
progress in achieving the cost reductions and earnings improvements targeted under the 1993 Restruc-
turing Plan. The Borden board and management were particularly concerned that the failure to achieve
significant progress by that time would make it difficult to reach the targets for 1994 and subsequent
years.

Further Restructuring Contemplated in Light of Six-Month Re:sults On July 26,1994, manage-
ment advised the Borden board that it would begin to explore possible modifications to the 1993
Restructuring Plan which might involve the sale or closure of all or part of the flairy operations and
other businesses. The board determined that the alternative of a sale of the co/rpany should also be
explored again. The board was advised that the only parties that had contacte$/Borden since January
1994 were KKR and Japonica Partners ("Japonica").

On May 24,1994, Japonica wrote to Mr. Tasco stating that Japonica was interested in an equity
investment in Borden as a "proactive white knight." In response, the Borden board authorizedLazard
Frbres to contact Japonica to investigate, on behalf of the Borden board, Japonica's interest in Borden
and its capacity to effectuate a transaction involving Borden.

On June L3,lgg4, Mr. Tasco wrote to Japonica, advising them that Lazard Frbres was acting as

Borden's financial advisor and was authorized to represent Borden in discussions with third parties.
Subsequently, a representative of Japonica contacted Lazard Frbres, but did not propose any transac-
tion and did not provide any evidence of Japonica's source of funds for any transaction, despite Lazard
Frbres' repeated inquiries. (Japonica, in letters to Mr. Tasco, disputed the foregoing characterization of
its contacts with Lazard Frbres although it never stated that it had proposed a transaction or provided
evidence of its financial resources.)

Accordingly, on July 16,1994, Mr. Tasco wrote to Japonica explaining that in light of the serious
challenges facing Borden, it was disinclined to pursue discussions with a party who was unable or
unwilling to make substantive proposals or to provide any evidence of its financial capacity. At no point
during any of its contacts with Borden or its advisors did Japonica make any substantive proposal or
provide evidence of its ability to finance any transaction with respect to Borden. The discussion herein of
Borden's written correspondence with Japonica is qualified by reference to the full texts of such
correspondence which are included as exhibits to the Schedule l4D-9, which is incorporated herein by
reference.

Pursuant to its decision to explore the alternative of a sale of Borden, the Borden board, at its July
26, 1994 meeting, instructed Lazard Frbres to respond to KKR's prior contacts. Based on the advice of
Lazard Frbres and given the publicity concerning Borden's efforts to find a buyer in late 1993 and the
lack of inquiries, the Borden board determined that it was reasonable to conclude that no other bidder
was interested.

On July 27,1gg4, Borden announced that for the second quarter otf l994,it had net income of
$11.1 million or $.08 per share compared with income from continuing operations of $30.5 million, or
$.22 per share, in the same period of 1993. Net sales rose I.3Vo to $1.37 billion from $1.35 billion in the
second quarter of 1993. The six-month results included continuing losses in Borden's dairy business that
were considerable. Borden stated that it was moving more slowly than it had hoped in achieving the
goals of the 1993 Restructuring Plan. Borden further stated that each of Borden's businesses must
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contribute to Borden's objectives by virtue of market position, growth prospects, profit potential or some
combination of those objectives. In light of this, Borden further stated that it was reviewing progress to
date and planned to take any corrective measure that might become necessary. Borden announcid that,
given its results in the first halfof 1994,it was clear that its earlier expectation ofearnings for the year
would not be realized, and did not give a further earnings forecast.

The results for the first half of 1994 also caused the Borden board and management to focus on the
liquidity of Borden. In connection with the 1993 Restructuring Plan, Borden obtained an amendment to
its only financial covenant which was contained in the TMI credit agreement, a covenant related to the
net worth of Borden. The amendment required achievement of financial ratios that would be met under
the goals of the 1993 Restructuring Plan. The Borden board and management were particularly
concerned about the level of Borden's short-term liabilities, including the commercial paper used to
finance operations. The Borden board was advised thatl if earnings continued below t[e amounts
forecasted in the 1993 Restructuring Plan and Borden \dertook a further restructuring, its debt
ratings could be lowered and its ability to issue commercial |aper-eould be limited. In early July 1994,
Borden sought to increase its $520 million credit facilities on terms which were substantiaily the same
terms as existed previously for a majority of the facilities. Due in part to the five-year term of the
proposed facility and the existence of other Borden credit facilities with terms more favorable to the
lenders, these efforts met resistance in the marketplace. Later in July 1994, Borden determined to
pursue a larger bridge facility that would consolidate Borden's bank lines and backstop its commercial
paper. Accordingly, Borden obtained $1.4 billion, 2/zyear financing facilities in August 1994 from a
group of banks led by Citibank, N.A. and Credit Suisse.

Proposed 1994 Restructuring Plan. At a special meeting of the Borden board on August 16,lgg4,
management presented further analysis of the alternatives available to Borden. First Boston provided a
financial analysis for each such alternative and management recommended a plan to further rlconfigure
Borden (the "Proposed 1994 Restructuring Plan"). The Proposed 1994 Restructuring plan provided for
the divestiture of the dairy business (excluding cheese), Borden's largest business, which was depleting
Borden's earnings and cash. Management advised the Borden board that, in its view, Borden Oia noi
have the time or the resources to turn the dairy business around. While the sale of the dairy business
would improve cash flow, it was expected to generate a substantial writeoff without meaningful debt
reduction. Management also recommended the additional sale of two profitable businesses from the plp
division, Wallcoverings and Packaging Resources, principally in order to generate cash to reduce debt.

The Proposed 1994 Restructuring Plan also called for realigning Borden into two operating
divisions: Consumer Packaged Products and Worldwide Adhesives and Resins, and significantly reduc--
ing costs in Borden's continuing operations by substantial personnel reductions and other programs. As
part of the Proposed' 1994 Restructuring Plan, Borden management also recommended thit the Borden
board reduce the quarterly cash dividend on the Borden Shares to $.01 per share. The Borden board was
advised that adoption of the Proposed 1994 Restructuring Plan would require a significant charge of
approximately $500 million (after-tax) in the third quarter of L994, resulting in substantial negitive
shareholders' equity. In addition, the Borden board was advised that in thi third quarter of1gg4,
Borden would likely incur additional pre-tax charges of approximately g95 million as a result of less
than estimated proceeds from the divestiture of discontinued operations pursuant to the 1993 Restruc-
turing Plan and could possibly incur certain other balance sheet adjusiments of up to $100 million.
Management had projected that Borden's 1994 earnings per share would be $.50 wiihout a restructur-
ing, and earnings per share under the Proposed 1994 Restructuring Plan were projected to be $.47 for
1994, $.75 for 1995, $0.84 for 1996, $1.10 for 1997 and $1.2t for 1998. 'ih" P.opored 1994
Restructuring Plan called for a reduction in Borden's debt level from $2.287 billion in 1994 to $1.659
billion in 1996 and $1.294 billion in 1998. After presentation by management and Borden's financial
advisors, the Borden board authorized management to finalize the details of the proposed 1994
Restructuring Plan with a view to its formal approval and announcement in early September 1994.

40



Developing the KKR Proposal. On August 3,1994, KKR signed a confidentiality agreement (the
"Confidentiality Agreement") and began to receive certain nonpublic information concerning Borden,
specifically Borden's then current "base case" projections for 1994 showing earnings per share of $.50
and net income from continuing operations of $71 million. The Confidentiality Agreement contained
certain provisions that would prohibit KKR from making an unsolicited tender offer for Borden's stock.
On the same day, KKR proposed exploring a transaction, the consideration for which would be
securities owned by partnerships controlled by KKR. Following the Borden board meeting of August
16, 1994, KKR communicated to Lazard FrEres that it would be interested in pursuing a transaction
with Borden in which it would pay a "meaningful" premium to Borden's trading price using Holdings
Common Stock as currency. At a special meeting of the Borden board on August 18, 1994, manage-
ment conveyed this to the board. Management explained that KKR would require "due diligence"
meetings with the senior management of Borden before it would be in a position to formalize a proposal.
Management further indicated that KKR would be willing to make a decision prior to the September 7,
1994 Borden board meeting at which the board intended to take final action on the Proposed 1994

Restructuring Plan.

During the course of the Borden board's deliberations concerning continuing discussions with
KKR, Mr. Shames expressed his view that the Rqoposed 1994 Restructuring Plan was achievable and
should be pursued by Borden. He said that implerhonlation of the Proposed 1994 Restructuring Plan
would make Borden more saleable if the board chose td- sell Borden in the future. He said that he
believed that it was imperative to commence implementing the Proposed 1994 Restructuring Plan
without additional delays. Cognizant that Borden's prior restructuring plans had fallen short of their
goals and that further restructuring efforts posed significant risks, the Borden board determined that it
was in the best interests of Borden and its shareholders to continue discussions with KKR prior to acting
on the Proposed 1994 Restructuring Plan. The Borden board, therefore, directed management, with the
assistance of Lazard FrDres and First Boston, to proceed with KKR to determine whether KKR would
make a proposal that would provide a premium for all shareholders. At the same time, Borden
management was instructed to prepare to implement the Proposed 1994 Restructuring Plan on
September 7, 1994, as had been contemplated, so that there would be no delay in the event that an
acceptable proposal from KKR did not materialize.

On August 22, 1994, Lazard Fr0res met with KKR. KKR expressed interest in meeting with
management to conduct due diligence and indicated that it would be ready to make a definitive proposal
by Septembet7,1994. On August 25 and26,lgg4,Lazard FrEres, First Boston and members of Borden
senior management met with KKR in Columbus, Ohio to conduct due diligence. On September 2,1994,
KKR proposed an offer to acquire 757o of Borden through an exchange offer for approximately 100
million Borden Shares, at $13.50 per share, and a conditional purchase/stock option agreement wherein
it would have the right to acquire 28,138,000 Borden Shares for $11 per share, with the consideration in
both cases to be paid in Holdings Common Stock valued at market. Over the course of the next three
days, management of Borden, Lazard Frlres and First Boston negotiated with KKR and Morgan
Stanley & Co., KKR's investment banker, particularly with respect to KKR's willingness to pursue an
offer to acquire the entire company.

On September 7,1994, the Borden board met to consider both management's Proposed 1994
Restructuring Plan and the KKR proposal that had resulted from the negotiations upon the understand-
ing that these were the two viable alternatives available to Borden. During the meeting, management
again reviewed for the directors the principal elements of the Proposed 1994 Restructuring Plan.
Management then summarized the KKR proposal. Responding to Borden's request for an offer that
could be made for all of the Borden Shares, KKR proposed to acquire 100% of the Borden Shares at
$13.50 per share, payable in Holdings Common Stock, through an exchange offer for all of the Borden
Shares followed by a merger in which any Borden Shares remaining outstanding would receive the same
consideration that had been paid in the exchange offer. Under New Jersey law, such a merger would
require the affrmative vote of 66Ts7o of Borden's outstanding shares. KKR's proposal was contingent
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upon Borden agreeing to enter into a conditional purchase/stock option agreement for up to approxi-
mately 28,138,000 Borden Shares, payable in Holdings Common Stock, at $11 per share. In addition,
the KKR proposal contemplated certain fees and reimbursements for KKR on terms to be negotiated.
Finally, KKR proposed that it would be entitled to representation on the Borden board proportionate to
its ownership, subject to a minimumof 40Vo representation if it acquired 28,138,000 Borden Shares
(approximately l9.9vo of the total then outstanding Borden Shares) pursuant;o4tr6 exercise of its
option or otherwise. The proposal was contingent on completion of due diligence, and the exchange offer
would be contingent on certain waivers being obtained under Borden's credit facilities. The proposal was
not otherwise subject to financing. Both the Borden board and its advisors believed that KKR intended
to keep current management, to offer management an opportunity to obtain an equity interest in the
surviving enterprise and to restructure Borden. However, the Borden board was advised that KKR had
no substantive discussions of these matters, had made no commitments to management and had made
no decision with respect to the precise nature of its restructuring plan. Borden management advised the
Borden board that it understood that any decisions by KKR would be made only after it had completed
a thorough analysis of Borden.

In reporting to the Borden board on the negotiations, Borden's representatives indicated that they
wished to ensure that, in the event of a competing transaction proposal, KKR would not be able both to
profit on the conditional purchase/stock option agreement and to obtain a "topping" fee. KKR had not
yet agreed to that point. The representatives also reported to the Borden board that Borden had
requested that KKR provide some post-transaction guarantee of the price level of the Holdings
Common Stock that would be issued to Borden's shareholders in the exchange offer. However, these
representatives indicated that it appeared that while KKR had stated that it would negotiate a "collar"
of approxim ately 10Vo around the trading price for Holdings Common Stock at the time the transaction
was announced to protect the value that Borden's shareholders would receive in the exchange offer,
KKR had refused to consider any post-exchange offer guarantee of the trading value of Holdings
Common Stock. The representatives said that they would press for a wider collar on the Holdings
Common Stock price but that they did not believe that a post-transaction guarantee would be
achievable in the negotiations. The representatives indicated thai they were seekirig to reduce as much
as possible the fees requested by KKR.

Although the Borden board thought that the $13.50 per share price then offered was too low and
that certain of the other terms proposed by KKR were not acceptable, the board instructed Borden's
negotiators to go back to KKR to seek to improve the price and to seek to negotiate satisfactory
arrangements with respect to the other terms of the transaction. The Borden board took this action in
the belief that a satisfactory proposal could be elicited from KKR. The Borden board considered that
such a proposal would offer the shareholders of Borden a premium for their Borden Shares in the form
of a highly liquid security, which presented its own risks and opportunities. At the same time, the board
noted that while the Proposed 1994 Restructuring Plan was designed to improve Borden's operating
results and reduce its debt, it nonetheless had significantly lower earnings projections than previoui
restructuring plans and that it entailed significant risks to the equity value of Borden. Thise risks
included, in particular, the consequences of having substantial negative net worth, the possibility of a
credit rating downgrade and, if results of operations and divestiture proceeds were not realized as
planned, the risk of further deterioration in Borden's financial condition. The board also considered the
risk that the announcement of the Proposed 1994 Restructuring Plan would have a negative effect on
,1r" llading price for the Borden Shares, thereby implicitly increasing the premium inherent in a
transaction with KKR. The board took into account the fact that the previous restructuring attempts by
Borden had fallen short of their goals. The Borden board adjourned the meeting in order to pirmii
Borden's negotiators to proceed.

In negotiations on September 7 and 8,1994, KKR indicated that it would be willing to increase its
offer price to S14.25 per Borden Share, and that the collar would be approxim ately l3%, depending on
the price of Holdings Common Stock on the day that the transaciion r"as announced. KKR also
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accepted Borden's position that KKR not profit as a result of exercising the option in circumstances
where KKR had received a "topping" fee, and agreed that it would receive a 33%7o representation on

the Board as a minimum if it purchased 28,138,000 Borden Shares, or approximately t9.9?o of the

outstanding Borden Shares, pursuant to exercise of the option. KKR insisted on the payment of(1) a

$20 million initial fee, (2) u $50 rnittion topping fee, againJt which thdif,iQll fee would be credited, and

(3) expense reimbursement of up to $15 million. The September'1, 1994 Borden board meeting

reconvened on September 9, 1994. Mr. Shames said that he believed that the Proposed 1994 Restruc-

turing Plan could be accomplished and was a better alternative for Borden. In that regard, Mr. Shames

stated he believed that it was the wrong time to sell Borden because successfully pursuing the Proposed

1994 Restructuring Plan would result, over time, in greater value for shareholders than that reflected in
the KKR proposal. Nonetheless, after careful consideration of all the factors before it, the Borden board

voted to authorize management to proceed to negotiate agreements with KKR on the terms outlined, to

complete Borden's due diligence investigation of Holdings, and to permit KKR to complete its due

diligence of Borden. Mr. Shames abstained from the vote of the Borden board.

At a special meeting held by the Borden board on September ll, 1994, the board authorized
Borden to enter into an agreement-in-principle with the Partnership. The Letter of Intent expressed the

intent of the parties to negotiate a definitive merger agreement on substantially the terms already

described to the board. KKR had also requested a condition in the merger agreement dealing with the

refinancing ofBorden's debt because, as a result ofits due diligence and in anticipation ofcosts related

to the proposed transactions, KKR believed that Borden's bank credit facilities should be increased to
provide a cushion for working capital needs and their maturities extended. It was agreed that this
condition would be limited to terms to be set forth in the merger agreement. The Letter of Intent also

provided for the payment of the $20 million Initial Fee to KKR (which was subsequently paid) and, in
consideration of the Letter of Intent and such Initial Fee, KKR agreed that, if for any reason no merger

agreement was entered into, KKR would be required to purchase 28,138,000 Borden Shares for $11 per

share, payable in Holdings Common Stock, providing Borden with a saleable asset of over $300 million
that could be used to reduce debt or for other purposes. The Letter of Intent also provided for the
payment of the $50 million topping fee (reduced by the Initial Fee) in the event that, during the
pendency of the Letter of Intent, a third party made a Transaction Proposal which was subsequently
consummated.

The Letter of Intent was announced on September 12, tgg4 and the parties proceeded to negotiate

definitive agreements. Following the announcement on September 12,1994 that Borden had entered

into the Letter of Intent with the Partnership, Japonica wrote again to Borden, reiterating its interest in
acting as a "proactive white knight." Borden responded with a letter to Japonica indicating that the

Borden board was prepared to explore all serious, substantive proposals with a view to maximizing the

value of the Borden Shares. Borden noted that none of Japonica's communications had contained any
actual proposal, but it indicated that if Japonica had a proposal that it believed would maximize
shareholder value and that could be effected, Japonica should contact Lazatd Frlres, who would
arrange a meeting.

On September 15, 1994, Japonica wrote again to Borden demanding that Borden forward to
Japonica all material and information provided to other potential bidders, including KKR. [n response,

Borden wrote to Japonica the next day indicating once more that, although none of its communications
had yet included any concrete proposal or provided the information regarding financing that Borden had
requested, the Borden board remained willing to explore all serious substantive proposals. In response to
Japonica's request for information that had been provided to other bidders, Borden enclosed a form of
confidentiality agreement, already executed by Borden, for Japonica's signature. The confidentiality
agreement did not contain any "stand-still" provisions. Japonica has never executed and delivered the
confidentiality agreement.

On September 19,1994, Borden offered to meet with Japonica and to make available to it certain
senior members of management and Borden's legal and financial advisors on the assumption that, in
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view of its persistence, Japonica must have believed that it had a proposal to maximize shareholder
value that could be effectuated. A meeting was arranged for Septgmber 21, 1994. At the meeting,
Japonica indicated that it did not wish to sign the confidentiality {greemenr. Japonica presented a
"Letter of Continuing Interest" with regard to Borden and attached td\it certain materials with respect
to its "Dynamic Tension(TM)" management philosophy. Although the\"Letter of Continuing lnterest"
contained various nonspecific suggestions with respect to Borden, it did not contain, and upon question-
ing by representatives of Borden and its advisors, Japonica did not make, any proposal for Borden.
Japonica also refused to provide any information with respect to its financing resources. Borden
indicated that it would consider any credible proposal that Japonica chose to make, and, subject to
execution of the confidentiality agreement, provide appropriate confidential information.

On September 22,1994, the Borden board convened to consider the Merger Agreement and the
Conditional Purchase/Option Agreement which had been negotiated with KKR. For a description of
the Merger Agreement and the Conditional Purchase/Option Agreement, see "Description of Merger
Agreement and Conditional Purchase/Option Agreement." At the meeting, the Borden board reviewed
in detail the proposed terms of the transaction. The Borden board received an updated report on
Borden's results of operations and financial condition. The Borden board also reviewed investor reaction
to the announcement of the Letter of Intent, the correspondence and meeting with Japonica, the due
diligence that had been performed on Holdings, the presentations of Lazard Frbres and First Boston and
the fairness opinions delivered by Lazard Frbres and First Boston.

At the September 22, L994 Borden board meeting, the Borden board, with Mr. Shames abstaining,
voted to approve the Merger Agreement and the Conditional Purchase/Option Agreement and the
transactions contemplated thereby, to recommend to the shareholders of Borden that they accept the
Exchange Offer, that they tender their Borden Shares to the Purchaser and that, if required by
applicable law, they approve and adopt the Merger Agreement. Mr. Shames repeated the views he
expressed on September 9, 1994 and stated that he was also abstaining because he felt a conflict arising
from the issue of his future involvement in Borden (although he stated that he had no agreements with
KKR).

The Borden board further authorized a press release relating to the Merger Agreement and the
Conditional Purchase/Option Agreement, and a letter to be sent to Japonica, following the execution of
the Merger Agreement and the Conditional Purchase/Option Agreement, indicating that Borden's
agreements with the Partnership do not preclude the Borden board's consideration of a proposal by
Japonica, and that the board is interested in obtaining the best possible transaction for Borden's
shareholders and should Japonica decide to make a substantive proposal, the board is prepared to work
with Japonica to that end. The board indicated that if Japonica chose to submit a proposal, it should
specify the means and sources of financing. The letter noted that Japonica had failed to provide
information as to its ability to finance the type of transactions it had referred to even though the board
had been requesting that information for several months.

After the Borden board meeting, Borden and KKR finalized the details of the Merger Agreement
and the Conditional Purchase/Option Agreement and on September 23,1994, Borden, Purchaser and
the Partnership entered into the Merger Agreement and the Conditional Purchase/Option Agreement.
The terms of the transactions were announced in a joint press release issued on Sepiember 23, 1994.

Events Subsequent to Announcernent of the KKR Transaction Subsequent to the announcement
of the Merger Agreement, Japonica wrote to Mr. Tasco, on September 2i,1994, requesting, among
other things, that Borden not sell any more assets. On October 5,lgg4, a representaiive of-Japonici
wrote to a representative of Borden that Japonica "is currently working bn a proposal which it
anticipates forwarding to Borden in a timely manner." on octobei 18, 1994, Japonicaigain wrote to
the Borden board stating that it was "in the process of preparing a detailed proiosal for Borden." To
date, no such proposal has been received. An additional party, who had eipressed an interest in a
possible transaction with Borden following the September 23rd announcement and who, to Borden,s
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knowledge, was not affiliated with Japonica, executed a confidentiality agreement with Borden and met
with representatives of Borden but, subsequently, indicated it was only interested in transactions
involving Borden's fmd business or parts thereof. Borden has been approached by other parties
following the September 23rd announcement, but none have executed a confidentiality agreement or
made any proposal.

At the regularly-scheduled meeting of the Borden board on October 25, 1994, management
reported on the third quarter results of Borden and projections for the remainder of the fiscal year. In
the third quarter of 1994, Borden reported a net loss of $130.5 million or $.92 per share, including pre-
tax charges of $181.2 million. This pretax charge includes an accrual of $52.2 million for the
transaction fees and expenses, of which $20 million has been paid to KKR to date. Borden's manage-
ment stated that Borden's dairy operations continued to post a wide loss, that profits of its pasta
products were falling short of expectations, and that Borden's food businesses overall were progressing
more slowly than desired. In light of the above, management advised the Borden board that it was
revising its estimate for earnings per share for 1994 to $.38 ier share (before special charges), from the
$.50 per share projection which had been reported to the Borden board in August. The Borden board
considered the implications of Borden's performance and of the revised projections for the transaction
with KKR.

On October 28, 1994, Nabisco, a wholly owned subsidiary of Holdings, filed a registration
statement with the Commission for the proposed offering of between l7.4Vo and L9.5Vo of Nabisco's
common equity. Borden and its advisors were apprised of Nabisco's intentions immediately prior to the
public announcement of the filing of such registration statement.

On November t4, 1994, the Borden board met and approved an amendment to the Merger
Agreement changing the end of the Valuation Period for the Exchange Ratio as a result of comments
received from the Commission. The amendment to the Merger Agreement provides that the ten day
Valuation Period will now end immediately prior to the tenth business day prior to the Expiration Date
for the Exchange Offer, instead of the two business days provided in the original Merger Agreement. In
connection with this amendment, the Board received confirmation from Lazard Frtres and First Boston
that the change to the Merger Agreement did not affect the opinions dated September 22, 1994 and
delivered to the Borden board. In addition, at this meeting, the Borden board reviewed with its advisors
progress on the transactions contemplated by the Merger Agreement and the Conditional
Purchase/Option Agreement, reviewed the Exchange Offer and the Schedule l4D-9, reviewed events
subsequent to the execution of the Merger Agreement, including the proposed public offering by
Nabisco and related transactions and the effect of such announcement on the price of Holdings
Common Stock, and ratified its recommendation that Borden's shareholders accept the Exchange Offer,
tender their Borden Shares to the Purchaser under the Exchange Offer, and, if required by applicable
law, approve and adopt the Merger Agreement and the transactions contemplated thereby.

Reasons For The Exchange Offer And Merger; Recomrnendation of the Bord.en
Board of Directors

The Borden board of directors has determined that the Merger Agreement and the Conditional
Purchase/Option Agreement and the transactions contemplated thereby, including the Exchange Offer
and Merger, taken together, are fair to the shareholders of Borden and recommends that holders of
Borden Shares accept the Exchange Offer, tender their Borden Shares therpunder to the Purchaser and,
if required by applicable law, approve and adopt the Merger Agreemeht. This determination and
recommendation was made by the entire Borden board at its meeting on September 22, !994, with Mr.
Shames, Borden's Chief Executive Officer, abstaining.

As described above s1ds1 "-lorden Background," the Borden board was confronted with two
realistic choices: to approve the Proposed 1994 Restructuring Plan or to authorize Borden to enter into
the Merger Agreement. The Borden board's decision to enter into the Merger Agreement was based, in
large part, upon balancing the risks and opportunities of the Proposed 1994 Restructuring Plan
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recommended by management against the risks and benefits of the Merger Agreement. On the one
hand, the Borden board considered the Proposed 1994 Restructuring Plan to involve risk to the equity
value of Borden in the short run and, if the restructuring were to be unsuccessful, a substantial future
risk. On the other hand, although the Merger Agreement offers all shareholders the opportunity to
receive a premium for their Borden Shares, because the form ofconsideration to be paid to shareholders
is Holdings Common Stock, the Borden board took into account the risk to the Holdings Common Stock
because of tobacco developments (including litigation, legislation and governmental regulation) that the
Borden board recognized were not determinable. In balancing the two alternatives, the Borden board
determined that the transactions contemplated by the Merger Agreement were the less risky and
preferable alternative.

The recommendation by the Borden board that Borden's shareholders accept the Exchange Offer
and tender their Borden Shares is not, and should not be considered to be, a recommendation that
Borden's shareholders continue to own or, alternatively, make a decision to sell the Holdings Common
Stock acquired by such holders as a result of the Exchange Offer or the Merger.

In its deliberations, the Borden board considered a number of factors including, without limitation,
the following which includes all of the factors the Borden board considered material:

1. The Borden board's knowledge of the business, operations, properties, assets, financial
condition, operating results and prospects of Borden, including, in particular, its close monitoring
of the adoption and implementation of the 1993 Restructuring Plan, and the failure of that plan to
attain its goals (see "-Borden Background" for a description of the 1993 Restructuring Plan);

2. The Borden board's knowledge and judgments as to the results of Borden's restructurings
in 1989, 1991 and 1992, and their failure to achieve the anticipated results;

3. The Borden board's judgment as to the future prospe,cts of Borden in light of management's
Proposed 1994 Restructuring Plan (see "-Borden Background" for a description of the Proposed
1994 Restructuring Plan), which the Borden board viewed as posing significant risks for the equity
value of Borden including that it would result in Borden having a substantial negative net worth;
that it would require the sale of some of Borden's profitable businesses; that there were risks
inherent in selling such businesses and attendant uncertainties as to what prices could be realized;
and that the proposed restructuring would still leave Borden highly leveraged with a significant
amount of indebtedness even after application of the proceeds from the sales of the businesses. The
Borden board considered that the projected earnings for Borden following implementation of the
proposed restructuring would not, based upon the advice ofLazard Frbres, even if such earnings
projections were met, likely result in an implied stock price on an undiscounted basis (calculated by
multiplying leading earnings per share amounts by assumed multiples) exceeding $14.25 until
1997, using a multiple of 13, or until mid-1996, using a multiple of 16;

4. The view expressed by Borden's Chief Executive Officer that the Proposed 1994 Restruc-
turing Plan could be accomplished and that it was a better alternative for Borden (see "-Borden
Background");

5. The oral and written presentations of First Boston andLazard, Frbres and the opinions of
First Boston andLazard Frbres that, as of September 22,1994, the consideration to be received by
the shareholders of Borden (other than KKR and its affiliates) in the Exchange Offer and the
Merger is fair to such shareholders from a financial point of view. These opinions were based on
drafts of the Merger Agreement and the Conditional Purchase/Option Agreement and were
subsequently reconfirmed in writing upon the financial advisors' review of the definitive agree-
ments. Such opinions, which are subject to limitations, qualifications and assumptions, including
those relating to the absence of adverse future developments in Holdings' tobacco business, are filed
as exhibits to this Registration Statement and should be read in their entirety (see "Available
Information");
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6. The terms and conditions of the Merger Agreement and the Conditional Purchase/Option
Agreement; the Borden board considered in particular the "no.solicitation" provision of the
Merger Agreement, the fees and expense reimbursements payable to KKR (which could require
payments of up to $65 million in the aggregate and which provisions were negotiated at aims'
length between the parties) and the termination provisions of ttre Merger Agreement and con-
cluded that the terms of the Merger Agreement and the Conditional Purchase/Option Agreement
would not preclude the Borden board from considering alternative transaction proposals for
Borden;

7. Possible alternatives to the Exchange Offer and the Merger, including continuing to
operate Borden as an independent public company, approving the further restructuring proposed
by Borden's management, or liquidating Borden, as well as a range of potential values to Borden's
shareholders associated with such alternatives determined with the assistance of Borden's financial
advisors, the timing of effectuating such alternatives and the likelihood of achieving those values;

8. Information concerning the business, financial condition and results of operations of
Holdings,.includlng a discussion by Borden's management and advisors regarding the due diligence
investigation of Holdings undertaken on the Borden board's behalf; in that connection the Borden
board tmk into account that the impact on Holdings from litigation (including pending and future
matters as well as class action litigation), legislation (pending and future) and governmental
regulation (present and future) involving tobacco products was unknowable and could be devastat-
ing with respect to the value of Holdings Common Stock;

9. The historical market prices of the Borden Shares and the Holdings Common Stock;

10. The fact that the consideration to be received by Borden's shareholders in the Exchange
Offer and the Merger represented a premium over the trading price of the Borden Shares prior io
the announcement of the Letter of Intent. In this regard, the Borden board considered the risk that
announcement of the Proposed 1994 Restructuring Plan might negatively impact the trading price
of the Borden Shares;

I 1. The fact that the consideration to be received by shareholders of Borden in the Exchange
Offer 

-and the Merger will consist of equity securities of Holdings, a widely followed, pubtcly
traded company, affording them a significant degree of liquidity should Borden's shareholdeis
determine to sell shares of Holdings Common Stock acquired in the Exchange Offer or the Merger;

12. The fact that the Exchange Offer is for all of the outstanding Borden Shares and holders
of Borden Shares have the right to choose whether or not to exchangeiheir shares in the Exchange
Offer;

1 3. The taxable nature of the transaction (as opposed to a transaction that would be tax-free),
recognizing that shareholders of Borden subject to taxation whose basis in the Borden Shares was
less than $14.25 would be required to pay taxes even though they would receive no cash proceeds in
the transaction.

_ 14. The correspondence from, and the results of, the discussions and the meeting with
J_aponica and its representatives, the fact that no specific transaction was proposed by Jafonica,
that Japonica would provide no information with respect to its potential sourcis of financing and
that_ the Merger Agreement does not, in the Boardls judgment, preclude consideration U! ttre
Borden board of any proposal made by Japonica or any oiher party; and

15. The fact that the efforts to sell Borden in late 1993 were not successful and that despite
the public disclosure that Borden was considering a number of alternatives for Borden, including
the possible sale or merger of Borden, no third party contacted Borden subsequent to such
announcement and prior to the execution of the Merger Agreement except the paitnership and
Japonica and only the Partnership made a proposal to acquire Boiden (see ,,-Borden
Background").
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In reaching the conclusion that the holders of Borden Shares will receive fair value in the Exchange
Offer and the Merger in Holdings Common Stock, Borden's board considered the opinions of its
financial advisors which are filed as exhibits to this Registration Statement (see "Available lnforma-
tion"), and are further described under "-Opinions of Financial Advisors", its knowledge of Borden's
businesses and discussions with Borden's management and Borden's and the board's financial advisors
of their views concerning the businesses, financial condition and prospects of Holdings. The Borden
board, with the assistance of Borden's financial advisors, also considered recent and current market
prices of Holdings Common Stock, on which the Exchange Ratio for the Exchange Offer and the
Merger was based. The Borden board recognized that if KKR and its affiliates acquire more than 5l%o

of Borden, the financial advisors would be entitled to aggregate fees equal to $20,000,000 which the
Borden board believed to be reasonable for complex transactions of this type and appropriate in light of
the services provided by such financial advisors to the board and Borden.

As noted in the second paragraph ef "-peassns for the Exchange Offer and Merger; Recommen-
dation of the Borden Board of Directors" and in paragraph 8 above, the Borden board gave considerable
weight to tobacco-related considerations in weighing the risks and benefits of the Merger Agreement
against the risks and benefits of a fifth restructuring of Borden. As described in paragraph 8 above,
members of Borden's senior management and advisors undertook a due diligence investigation of
Holdings, including these matters, with members of Holdings' senior management. The Borden board
also reviewed the statements in Holdings' recent public filings with respect to these matters. The Borden
board was advised that Holdings' disclosures with respect to these matters in due diligence sessions with
Borden's management and advisors were consistent with the statements made in such public filings.
Holdings advised Borden that its due diligence access and investigation with respect to these matters
was at least equal to the access and investigation of any other third party that had conducted due
diligence of Holdings recently, including lenders and underwriters of publicly issued securities. The
Borden board determined that, following its review of due diligence with respect to these matters as

discussed above, which included discussions with Borden's management and advisors, evaluation of
these matters was a matter of judgment and that the impact on Holdings from litigation (including
pending and future matters as well as class action litigation), legislation (pending and future) and
governmental regulation (present and future) involving tobacco products was unknowable and, there-
fore, not capable of being determined by any expert. Although the Borden board did not seek additional
expert opinions regarding tobacco liability, for this reason, the Borden board accepted the opinions ofits
financial advisors recognizing that such opinions specifically excluded the effects of future developments
in Holdings' tobacco business in light of such advisors' statements, contained in their opinions, that they
"are not in a position to make an independent evaluation" of such matters. Given the nature of these
matters (see "Significant Considerations-Information Concerning Holdings-Tobacco-Related Con-
siderations"), the Borden board considered that the impact of such matters could be devastating with
respect to the value of the Holdings Common Stock. On the other hand, the Borden board, as noted in
paragraph 9 above, considered the historical market prices of Holdings Common Stock and noted that
Holdings Common Stock is a liquid, well-followed security. After considering all of the factors
described in this section (including the tobacco-related risks to Holdings Common Stock), the Borden
board determined to enter into the Merger Agreement.

Prior to the commencement of the Exchange Offer, the Borden board reviewed developments since
September 22, 1994, including Borden's financial performance, contacts from third parties and
Nabisco's proposed public offering, and ratified the recommendation set forth above.

The foregoing discussion of the information and factors considered and given weight by the Borden
board is not intended to be exhaustive. In view of the variety of factors considered in connection with its
evaluation of the Exchange Offer and the Merger, the Borden board did not find it practicable to and
did not, quantify or otherwise assign relative weights to the specific factors considered in reaching its
determination. In addition, individual members of the Borden board may have given different weights to
different factors.
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Opinions of Borden Financial Advisors

Opinion of Lazard Frires. LazardFrbres delivered its written opinion to the Borden board that, as

of September 22, !994, the consideration to be received by the shareholders of Borden (other than the

Partnership, the Purchaser or any other subsidiary of the Partnership) in the Exchange Offer and the

Merger is fair to such shareholders, from a financial point of view. The opinion of Lazard Frlres has not

been, and is not anticipated to be, updated.

The full text of the written opinion of.Lazard Frbres, dated September 22, 1994, which sets forth
the assumptions made, matters considered and the review undertaken with regard to such opinion, is

filed as anlxhibit to the Registration Statement. Lazard Frbres'opinion is directed only to the fairness

of the consideration to be received by the shareholders of Borden (other than the Partnership, the

Purchaser or any other subsidiary of the Partnership) and does not address any other terms of any

transaction invoMng Borden, the Partnership and its affiliates, including Holdings, or Borden's underly-

ing business decision to affect the transaction with the Partnership. Lazard Frbres' opinion was

delivered for the information of the Borden board and does not constitute a recommendation to any

shareholder of Borden as to whether such shareholder should tender Borden Shares in the Exchange

Offer or as to how such shareholder should vote at any meeting of Borden's shareholders called to
consider the Merger. The summary of the opinion of Lazard Frbres set forth below is qualified in its
entirety by reference to the full text of the opinion. Borden's shareholders are urged to read this opinion

in its entirety.

In rendering its opinion, Lazard Frbres, among other things, (i) reviewed the terms and conditions

of a draft of each of the Merger Agreement, the Conditional Purchase/Option Agreement and the

financial terms of the transactions as set forth therein; (ii) analyzed historical business and financial

information relating to Borden and Holdings, including certain public filings of each of Borden and

Holdings; (iii) reviiwed certain financial forecasts and other data provided by Borden and each of
Holdings and the Partnership relating to the businesses of Borden and Holdings, respectively, including

the moit recent business plan for Borden prepared by Borden's senior management, the Proposed 1994

Restructuring Plan; (iv) conducted discussions with members of the senior managements of Borden and

each of Holdings and the Partnership with respect to the businesses and prospects of Borden and

Holdings, respectively, and the strategic objectives of each; (v) reviewed public information with respect

to certiin othir companies in lines of businesses believed by Lazard FrEres to be generally comparable

in whole or in part to the businesses of Borden and Holdings, and reviewed the financial terms of certain

other businesJcombinations that have recently been effected; (vi) reviewed the historical stock prices

and trading volumes of Borden Common Stock and Holdings Common Stock; and (vii) conducted such

other financial studies, analyses and investigations as Lazard Frbres deemed appropriate. The foregoing

factors represent all of the material factors considered by Lazatd Fr0res.

In connection with its review, Lazard FrDres relied upon the accuracy and completeness of the

financial and other information concerning Borden and Holdings that had been received by Lazard

Frbres and did not assume any responsibility for independent verification of such information or any

independent valuation or appraisal of any of the assets of Borden or Holdings, nor did Lazatd Frbres

receive any such appraisals. With respect to the financial forecasts, Lazard Frbres assumed that they

had been reasonably prepared on the bases reflecting the best currently available estimates and
judgments of management of Borden and Holdings as to the future financial performance of Borden and

Holdings, respectively . Lazard Frbres assumed no responsibility for and expressed no view as to such

forecasts or the assumptions upon which they were based. Lazard Frbres' opinion stated that it was

based on economic, monetary, market and other conditions as in effect on, and information made

available to it as of, the date of the opinion.

In giving the opinion, Lazard FrEres noted that it was not in a position to make an independent

evaluation of certain matters described below (which involve an assessment of legal, legislative and

regulatory contingencies that is beyond the area ofLazard Frbres' professional expertise) and thus, with
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the concurrence of the Borden board, Lazard Frlres assumed, for purposes of the opinion, that no
material adverse effect on Holdings or on the trading value of Holdings Common Stock would result
from (x) the proposal, enactment or adoption after September 22, 1994 of any laws or regulations
(including the imposition of additional taxes on the manufacture, sale or distribution of tobacco
products) by any federal, state, local or other jurisdiction or any governmental or regulatory body or
agency thereunder relating to, arising out of, or otherwise affecting the tobacco industry, including,
without limitation, the manufacture, sale, distribution or use of tobacco products, or (y) any judicial or
administrative proceeding initiated or decided after September 22,1994, including any civil or criminal
litigation or arbitration, relating to, arising out of or otherwise involving or affecting Holdings, the
tobacco industry, or any other company engaged in said industry, including, without limitation, the
manufacture, sale, distribution or use of tobacco products. Lazard Frbres advised the Borden board that
Lazard Frlres was not assuming any responsibility for or expressing any view with respect to the
matters described in the preceding sentence.

Lazard Frlres assumed that the transactions described in the draft Merger Agreement and draft
Conditional Purchase/Option Agreement referred to above would be identical in all material respects to
the Merger Agreement and the Conditional Purchase/Option Agreement, respectively, that the trans-
actions would be consummated on terms described in the draft Merger Agreement, without any waiver
of any terms or conditions by Borden and that obtaining the necessary regulatory approvals for such

transactions would not have an adverse affect on Holdings or on the trading of the Holdings Common
Stock. Lazard Frbres has since advised the Borden board that the changes incorporated in the Merger
Agreement, including the Amendment, and the Conditional Purchase/Option Agreement from the
drafts made available toLazard FrEres on which the opinion was based, would not have affected Lazard
Frbres' ability to deliver its opinion set forth therein. In its analyses, Lazard Frbres did not consider the
proposed public offering of between 17.9Vo and t9.57o of Nabisco, since the proposed offering was not
publicly filed until October 28, 1994.

The following is a brief summary of the analyses performed by Lazard Fr0res in connection with
rendering its opinion as to the fairness of the consideration to be received by the shareholders of Borden
(other than the Partnership, the Purchaser or any other subsidiary of the Partnership) from a financial
point of view and discussed with the Borden board at its meeting on September 22, t994.

The financial analyses used by Lazard Frlres in arriving at its opinion included: (i) a "has-gets"
comparison, which compared the various characteristics, including dividend payments and earnings per

share data, of a Borden Share with the characteristics of shares of Holdings Common Stock to be

received in the Exchange Offer or the Merger at exchange ratios within the range provided for in the
Merger Agreement; (ii) valuation analyses, which consisted of (w) discounting to the present value
potential future trading values of Borden Common Stock under the Proposed 1994 Restructuring Plan,
(x) discounting to the present value projected cash flow forecasted by Borden's management to be

derived under the Proposed 1994 Restructuring Plan, (y) discounting to the present value potential
proceeds that might have been obtained from implementation of the Proposed 1994 Restructuring Plan
for a period of time, followed by the tax-free distribution to Borden's shareholders of its non-food
business segment and the tax-free disposition of Borden's food business segment and (z) valuing the
proceeds on an after-tax basis that might have been obtained from divestitures of Borden's business
units; (iii) comparable company trading analyses, which consisted of comparing financial, market and
operating performances of selected publicly traded companies to business segments of Borden; and
(iv) comparable transaction analyses, which consisted of reviewing financial aspects of selected acquisi-
tions of assets or businesses comparable to those of Borden.

The material portions of the foregoing analyses (which are all of the material valuation methodolo-
gies performedby Lazard Frbres) are summarized in more detail below.
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Has-Gets Comparison

Lazard Frbres compared the various characteristics, including dividend payments and earnings per
share data, of a share of Borden Common Stock with the characteristics of shares of Holdings Common
Stock to be received in the Exchange Offer or the Merger, assuming a price of Holdings Common Stock
in the range of $6 to $8, which represents the exchange value of Holdings Common Stock within the
collar. Lazard Frbres noted that Borden's shareholders would be receiving a premium of 22.6?o over the
closing price of a share of Borden Common Stock on September 9, 1994, and a premium of t9.2%o over

the average price of a share of Borden Common Stock during the period from August 9, 1994 to
September 9, 1994.

Lazard FrEres also presented the Borden board with information concerning the historical trading
prices of the Borden Common Stock which indicated that for part of the l2-month period preceding

September 9,t994, the Borden Common Stock traded at market prices higher than $14.25, although in
the six-month period preceding September 9, 1994, the Borden Common Stock generally traded at
market prices less than $14.25.

Valuations of Alternative Scenarios

Lazard FrEres also analyzed Borden's possible value under four alternative scenarios. These

scenarios included (i) a discounted present value analysis of the potential future public market trading
values of Borden Common Stock based upon management's earnings per share forecast under the
Proposed 1994 Restructuring Plan; (ii) a discounted unleveraged cash flow analysis based upon

unleveraged cash flow projected under the Proposed 1994 Restructuring Plan through 1998 plus

terminal values based on projected 1998 earnings before interest, taxes and amortization ("EBITA")
under the Plan; (iii) a valuation analysis assuming that the Proposed 1994 Restructuring Plan is

implemented through December 31, 1995 and, on January l, t996, a tax-free distribution of the non-
fmd business segment to Borden's shareholders, as well as a tax-free disposition of the food business

segment, are consummated; and (iv) an after-tax breakup analysis. These alternative valuation scena-

rios are described below.

Discounted Value - P ropos ed I 994 Re s tructuring P lan

Lazard Frbres analyzed the potential future public market trading values of Borden suggested by
Borden management's earnings per share forecasts under the Proposed 1994 Restructuring Plan,
applying at the beginning of each year multiples of 13 to 16 times the forecasted earnings per share for
that year, and discounting the result at a L3.7Vo annual discount rate. This analysis, which was

conducted for the 1995 through 1998 earnings per share forecast, generated per share present values of
potential future trading values ranging from $9.60 to $13.61.

Unleveraged Discounted Cash Flow Analysis

Lazard Frbres' unleveraged discounted cash flow analysis was based upon the financial information
for each of Borden's major business units forecast by Borden management to be derived under the
Proposed 1994 Restructuring Plan. Lazard Frbres calculated a range of the net present values of the
projected unleveraged free cash flows in the forecast, using various discount rates reflecting a weighted
average cost of capital in the range of l07o to I2?o, of $894 million to $932 million. Lazard FrEres also

calculated a range of terminal values for Borden by multiplying projected EBITA for 1998 by a range of
exit multiples from 9.5 to 10.5 and discounting the result to present value using the same discount rates.
The net present value of projected free cash flow, when combined with the terminal values, yielded a

total enterprise value in the range of $3.416 billion to $3.929 billion. In order to derive total equity value
and the equity value per share of Borden, Lazard Frbres subtracted from the total enterprise value the
estimated net debt and other liabilities forecasted under the Proposed 1994 Restructuring Plan at
December 31, 1994 to yield a total equity value range of $ I .646 billion to $2.158 billion, or a per share
equity value in the range of $11.64 to $15.26.
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1 996 Tax-free DistributionlSale

In analyzing the possible value of Borden assuming a tax-free distribution of the non-food business

segment and concurrent tax-free disposition of the food business segment as of January 1, 1996, Lazard
Frbres established a range of potential per share public trading values for the Borden's non-food
business segment as of January I, 1996, as well as a range of aggregate sales valuations for each of
Borden's food business segments. This analysis yielded a value range per share, discounted to January 1,

1995, at a I3.7?o annual discount rate, of $10.40 to $15.09.

After-tax Breakup Analysis

Lazard Frbres also analyzed Borden's possible value under an after-tax breakup analysis, assuming

that its businesses are sold in separate taxable transactions. In determining such possible values, Lazatd
Frdres deducted potential tax payments from the reference valuation range for each of the business

units, assuming a tax rate of 38Vo. For purposes of this analysis, Lazard FrEres relied upon tax data
(including as to basis) provided by Borden. This analysis yielded a valuation range of $7.64 to $12.87
per share.

Cornparable Company Trading Analysis

Lazard Frbres selected other publicly traded companies whose lines of business made them, in
Lazard Frbres' judgment, comparable to Borden (the "Comparable Group"). Using publicly available
financial data for historical periods, as well as publicly available financial data estimates for 1994 and
'l.995,Lazard Frbres determined the relationship for the companies in the Comparable Group between

their then current price per share and earnings per share ("P/E Ratio"), as well as between aggregate
valuation ("AV") and earnings before interest, taxes, depreciation and amortization ("EBITDA")
("AV/EBITDA Ratio"), EBITA ("AV/EBITA Ratio") and earnings before interest and taxes
("EBIT") ("AV/EBIT Ratio"). Lazard Frbres also performed similar analyses for Borden based upon

the multiples implied by a transaction value estimated at $14.25 per share in relation to the actual
results through June 1994 (the"l2 Month Actual Period"), and estimated results for the years ended

1994 and 1995 (the "1994 and 1995 Periods") forecasted under the Proposed 1994 Restructuring Plan.
These analyses generated an estimated 1994 and 1995 P/E Ratio for Borden of 30.3 and 19.0,

respectively, as compared to the average, median, high and low 1994 P/E Ratios for the Comparable
Group of 16.1, L5.9, 17.7 and14.6, and the average, median, high and low 1995 P/E Ratios for the
Comparable Group of 14.6, 14.3, 15.5 and 13.7. These analyses generated AV/EBITDA Ratios for
Borden for the 12 Month Actual Period and the 1994 and 1995 Periods of 13.2, 10.2 and 8.4,

respectively, as compared to the average, median, high and low AV/EBITDA Ratios for the Compara-
ble Group of 8.3, 8.4,9.2 and 5.8 for the 12 Month Actual Period of 8.0, 8.0, 9.0 and7.2 for the 1994

Period and of 7.5,7.4,8.4 and 7.0 for the 1995 Period. These analyses also generated AV/EBITDA
Ratios for Borden for the 12 Month Actual Period, and the 1994 and 1995 Periods, of 30.0, 13.1 and

10.5, respectively, as compared to the average, median, high and low AV/EBITA Ratios for the
ComparableGroupof 10.3, 10.4, ll.3andT.6forthe12MonthActual Period,of 9.8,9.7,10.7 and8.9
for the 1994 Period, and of 9.2,9.1, 9.7 and 8.7 for the 1995 Period. These analyses also generated

AV/EBIT Ratios for Borden for the 12 Month Actual Period, and the 1994 and 1995 Periods, of 41.0,
14.0 and 11.0, respectively, as compared to the average, median, high and low AV/EBIT Ratios for the
Comparable Group of 10.7, 10.9, 11'7 and 8.0 for the 12 Month Actual Period, of 10.1, 10.1, 10.9 and

9.3 for the 1994 Period, and of 9.5,9.6,10.1 and 9.0 for the 1995 Period. The Comparable Companies
examined in Lazard Frlres' analysis included Campbell Soup Company; Conagra, Inc.; CPC Interna-
tional Inc.; General Mills, Inc.; H.J. Heinz Company; Hershey Foods Corporation; Kellogg Company;
Pet Incorporated; The Quaker Oats Company; and Ralston Purina Company.

Comparable Acquisition Analysis

Lazard Frbres reviewed acquisitions of companies and businesses similar to those of Borden over
the past several years, and selected a number of those acquisitions which it believed were most
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comparable to a transaction involving the sale of Borden (the "Comparable Transactions"). Using
publicly available information, Lazard Frbres determined for the Comparable Transactions the rela-
tionship between the transaction price per target company share and the last 12 months earnings per

target company share ("P/E Ratio") and bmk value per target company share ("P/BV Ratio"), as well
as between the aggregate target company valuation and the last L2 months target company sales

("AV/Sales Ratio"), EBITDA ("AV/EBITDA Ratio") and EBIT ("AV/EBIT Ratio"). Lazard FrBres

also noted the premium of the transaction price over the target company price one month prior to the

announcement of the transaction. Lazard Frbres also performed similar analyses for Borden based upon

an acquisition at $14.25 in relation to its actual results for the 12 months ended June 1994 and its
forecasted results for fiscal 1994 on a pro forma basis as forecasted by the Proposed 1994 Restructuring
Plan. These analyses generated an estimated P/E Ratio for Borden of 30.3, for the 12 months ended

June 1994 as compared to the average, median, high and low P/E Ratios for the Comparable

Transactions of 26.5, 25.9,60.1and 13.1, respectively. These analyses also generated a P/BV Ratio for
Borden of 7.8 for the 1994 fiscal year, on a pro forma basis, as compared to the average, median, high

and low P/BV Ratios for the Comparable Transactions of 8.1, 5.2,37.6 and 1.4, respectively. These

analyses also generated AV/Sales Ratios for Borden of 0.8 (actual to June 1994) and 1.1 (pro forma

1gg4), as compared to the average, median, high and low AV/Sales Ratios for the Comparable

Transactions of 1.3, 1.1, 3.3 and 0.5, respectively. These analyses also generated AV/EBITDA Ratios

for Borden of 13.2 (actual to June 1994) and 10.2 (pro forma t994), as compared to the average,

median, high and low AV/EBITDA Ratios for the Comparable Transactions of 9.8, 9.0,17.5 and 6.1,

respectively. These analyses also generated AV/EBIT Ratios for Borden of approximately 41.0 (actual

to June 1994) and 14.0 (pro forma 1994), as compared to the average, median, high and low AV/EBIT
Ratios for the Comparable Transactions of 13.8, 13.9,20.9 and7.9, respectively. Finally, this analysis

reflected a premium over trading price one month prior to announcement for Borden of l7.5%o, as

compared to the average, median, high and low premium for the Comparable Transactions of 63.4?o,

57.9%, l3l.97o and !8.5?o, respectively. The Comparable Transactions examined in Lazatd Frbres'

analyses included: Sandoz Ltd./Gerber Products Company; Specialty Foods Acquisition Corpora-

tion/North American food business of Beledia N.V.; Tomkins plc/Ranks, Hovis, McDougall plc;

Campbell Soup Company/Arnotts Ltd.; The Phillip Morris Companies Inc./Freia Marabou A/S;
Nestle S.A./Source Perrier Company; The Phillip Morris Companies Inc./Suchard; Conagra,

Inc./Beatrice Companies, Inc.; KKR/RJR Nabisco, Inc.; The Philip Morris Companies Inc./Kraft
Inc.; Grand Metropolitan plc/The Pillsbury Companies [nc.; Nestle S.A./Rowntree Company;

KKR/Beatrice Companies, Inc.; The Philip Morris Companies Inc./General Foods Corporation; R.J.

Reynolds Company/Nabisco, Inc.; and Nestle S.A./Carnation Company.

In arriving at its written opinion and in discussing its opinion with the Borden board, Lazard Frbres

performed various financial analyses, portions of which are summarized above. The summary set forth
ibove does not purport to be a complete description of Lazard FrEres'analyses. Lazard Frbres believes

that its analyses and the summaries set forth above must be considered as a whole and that selecting
portions of its analyses, without considering all analyses, could create an incomplete view of the process

underlying the opinion. In performing its analyses, Lazard Frbres made numerous assumptions with
respect to industry performance, general business and economic conditions and other matters, many of
which are beyond the control of Borden or Holdings. Although, in connection with the delivery of its
opinion, Lazard FrBres also analyzed Holdings, Lazard Frbres' opinion is not a valuation of Holdings
and does not representLazard FrDres' view as to what the value of the shares of Holdings Common
Stock will be upon consummation of the Exchange Offer or the Merger. In giving its opinion as to the
fairness of the consideration to be received by the shareholders of Borden, Lazard Frdres derived a

range of values for Borden Common Stock using the valuation analyses described above and compared
them with $14.25, the trading value (determined pursuant to the Exchange Ratio at the time of the
delivery of Lazard Frbres' opinion) of the shares of Holdings Common Stock to be received as

consideration in the Exchange Offer and the Merger. Lazard Frbres reviewed Holdings' public filings
with the Commission, reviewed publicly available analyst and other third party reports addressing
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Holdings and Holdings Common Stock and held discussions with senior management of Holdings.
Based solely on the foregoing, Lazard Frdres determined that it was not aware of any material
information relating to Holdings that was not publicly disclosed and thus concluded that the trading
value (at the time of the delivery of Lazard Frbres' opinion) of Holdings Common Stock, a liquid, well-
followed security, reflected the market's reasonable assessment of its value. Because of the large
aggregate amount of shares of Holdings Common Stock being issued to shareholders of Borden and
other factors, such shares may trade at prices below those at which they would trade initially on a fully
distributed basis. In addition, as described above, in its analyses, Lazard Frbres assumed, with Borden's
concurrence, the absence of certain future adverse developments affecting Holdings or the tobacco
industry in general. See "Significant Considerations-Exclusion of the Effects of Future Tobacco
Developments from Opinions of Borden's Financial Advisors." The analyses performed by Lazard
Frbres are not necessarily indicative of actual values or actual future results, which may be significantly
more or less favorable than suggested by such analyses. Additionally, analyses relating to the values of
businesses do not purport to be appraisals or to reflect actual market valuations or trading ranges, which
may vary significantly from amounts set forth above.

Opinion of First Boston. On September 22, 1994, First Boston delivered its written opinion to the
Borden board that, as of such date, the consideration to be received by the shareholders of Borden, other
than KKR and its affiliates, in each of the Exchange Offer and the Merger was fair to such shareholders
from a financial point of view. The opinion of First Boston has not been, and is not anticipated to be,
updated. No limitations were imposed by the Borden board upon First Boston with respect to the
investigations made or the procedures followed by it in rendering its opinion, except that First Boston
was not requested to, and did not, solicit third party offers to acquire all or any part of Borden or
participate in efforts other advisors may have made to solicit alternative offers.

First Boston's opinion was directed only to the fairness of the consideration to be received by the
shareholders of Borden, other than KKR and its affiliates, and did not address any other terms of any
transaction involving Borden and KKR and its affiliates or Borden's underlying business decision to
effect the transaction with the Partnership. First Boston's opinion was delivered for the information of
the Borden board and does not constitute a recommendation to any Borden shareholder as to whether
such shareholder should tender Borden Shares into the Exchange Offer or how such shareholder should
vote at any meeting of Borden shareholders called to consider the Merger.

In arriving at its opinion, First Boston reviewed, among other things, the Letter of lntent, the
Merger Agreement and the Conditional Purchase/Option Agreement, as well as certain publicly
available business and financial information relating to each of Borden and Holdings. First Boston also
considered certain financial and stock market data for each of Borden and Holdings and compared that
data with similar data for other publicly held companies in businesses similar to those of Borden and
Holdings, respectively, and considered the financial terms of certain other business combinations that
have recently been effected. In addition, First Boston participated in discussions with Borden's
management and with management of Holdings and representatives of KKR concerning the past and
current operations, financial condition and prospects ofeach ofBorden and Holdings, respectively, and
considered such other information, financial studies, analyses and investigations and financial, economic
and market criteria which it deemed relevant. The foregoing factors represent all of the material factors
considered by First Boston.

In connection with its review, First Boston did not assume any responsibility for independent
verification of any of the foregoing information and relied on its being complete and accurate in all
material respects. With respect to the financial forecasts, First Boston assumed that they had been
reasonably prepared on bases reflecting the best currently available estimates and judgments of each of
Borden's and Holdings' managements as to the future financial performance of Borden and Holdings,
respectively, and First Boston's opinion did not express any views as to such forecasts or the assumptions
underlying such forecasts. First Boston also did not assume any responsibility for an independent
evaluation or appraisal of the assets or liabilities of Borden or Holdings, nor was First Boston furnished
with any such appraisals.
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In giving its opinion First Boston also assumed, with Borden's consent, that there will not be any
material adverse effect on Holdings or on the trading value of the Holdings Common Stock as a result of
or relating to (x) the proposal, enactment or adoption after September 22, 1994, of any laws or
regulations (including the imposition of additional taxes on the manufacture, sale or distribution of
tobacco products) by any federal, state, local or other jurisdiction or any governmental or regulatory
body or agency thereunder relating to, arising out of, or otherwise affecting the tobacco industry,
including without limitation the manufacture, sale, distribution or use of tobacco products, or (y) any
judicial or administrative proceeding initiated or decided after September 22,1994, including any civil
or criminal litigation or arbitration relating to or arising out of or otherwise involving or affecting
Holdings, the tobacco industry, or any other company engaged in said industry, including without
limitation the manufacture, sale, distribution or use of tobacco products. First Boston advised the
Borden board that First Boston was not in a position to make an independent evaluation of these matters
(which involve an assessment of legal, legislative and regulatory contingencies that is beyond the area of
First Boston's professional expertise) and assumed no responsibility for and expressed no view with
respect to these matters.

First Boston assumed that the transactions described in the draft Merger Agreement and draft
Conditional Purchase/Option Agreement referred to above would be identical in all material respects to
the Merger Agreement and the Conditional Purchase/Option Agreement, respectively. First Boston
also assumed that the transactions contemplated by the Merger Agreement and the Conditional
Purchase/Option Agreement would be consummated on the anticipated terms, without any waiver of
terms or conditions by Borden and that obtaining necessary regulatory consents will not have an adverse
effect on Holdings or the trading value of Holdings Common Stock. First Boston has since advised the
Borden board that the changes incorporated in the Merger Agreement, including the Amendment, and
the Conditional Purchase/Option Agreement from the drafts made available to First Boston on which
the opinion was based, would not have affected First Boston's ability to deliver its opinion set forth
herein.

The full text of the opinion of First Boston dated September 22,1994, which sets forth assumptions
made, matters considered and limits on the review undertaken, is filed as an exhibit to the Registration
Statement. Borden shareholders are urged to read this opinion in its entirety. The summary of the
opinion of First Boston set forth as an exhibit to the Registration Statement is qualified in its entirety by
reference to the full text of such opinion.

The generally accepted financial analyses First Boston used in reaching its opinion included
(i) discounted cash flow ("DCF") analyses, which consisted of discounting to present value the
projected future free cash flows and terminal values of each of Borden's major business units on a
business unit by business unit basis, (ii) comparable company trading analyses, which consisted of
reviewing market statistics and financial and operating information in respect of selected publicly
traded companies considered for comparability to Borden's major business units, (iii) comparable
acquisition analyses, which consisted of reviewing operating statistics and purchase price information
with respect to selected acquisitions of assets or businesses similar to those of Borden's major business
units and (iv) a disaggregation analysis in which First Boston supplemented the other three analyses by
taking into account tax costs related to the disposition in the short term of Borden's major business
units. The material portions of these analyses (which are all of the material valuation methodologies
performed by First Boston) are summarized below. In its analyses, First Boston did not consider the
proposed public offering of between 17 .97o and L9.5?o of Nabisco, since the proposed offering was not
publicly filed until October 28,1994. To derive an implied equity reference range for Borden as a whole,
First Boston used the analyses described in (i) through (iii) above for each major business unit to obtain
a reference range for each unit, totalled these reference ranges, and then subtracted debt and minority
interests, pension underfunding and capitalized non-allocated administrative costs and added the
present value of the benefit of net operating losses and excess cash.
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Discounted Cash Flow Analysis
First Boston's DCF analysis was based upon the four-year financial forecast for each of Borden's

major business units contained in management's financial forecast, as well as a forecast for years five
through nine prepared by First Boston with underlying assumptions similar to management's projec-
tions for years one through four. First Boston also calculated a range of terminal values. for each
business unit by multiplying projected earnings for each business unit for 2004 by a range of exit
multiples (8.5x to 9.0x for Niche Grocery; 8.0x to 8.5x for Pasta and Packaging; 7.5x to 8.0x for
International Foods Unit; 8.0x to 9.0x for Resin and Consumer Adhesives; and 6.5x to 7.0x for
Decorative Products) derived from comparable companies and transactions. First Boston discounted the
projected unleveraged free cash flows in the forecast and the projected terminal values at a range of
discount rates for each business unit (127o to l3%o for Niche Grocery, Pasta and International Foods
Unit; and l2vo to l4Vo for Packaging, Resin, Decorative Products and Consumer Adhesives) to arrive at
an estimated present value range for each of Borden's major business units. The hypothetical range of
values for each of the Borden's major business units derived from the DCF analysis ranged from
approximately $675 to $800 million for Niche Grocery; $800 to $1,050 million for Pasta; $750 to $900
million for International Foods Unit; $300 to $375 million for Packaging; $800 to $1,000 million for
Resin; $275 to $325 million for Decorative Products; and $140 to $180 million for Consumer Adhesives.

Comparable Company Trading Analysis
For each of Borden's major business units, First Boston selected other publicly traded companies

whose market positions and capital structures made them, in its judgment, most closely comparable to
the relevant Borden unit. Using publicly available financial and stock price data, First Boston deter.
mined the relationship for these comparable companies between equity value (total market value of
outstanding equity securities) and net income and book value and between capitalized value (equity
value plus debt, preferred stock and minority interest less cash and marketable securities) and sales,
EBITDA and EBIT. First Boston then derived a range of multiples of capitalized value as a multiple of
1994 and 1995 sales, EBITDA and EBIT (1.8x to 2.lx, 8.5x to 10.0x and9.2x to 10.8x, respectively, for
1994, and 1.8x to 2.1x,8.6x to 10.lx and 9.3x to 11.0x, respectively, for 1995, for Niche Grocery; 1.0x
to 1.0x, I 1 .5x to 12.4x and 19. I x to 20.5x, respectively , for 1994, and 0.9x to I .0x, 7.0x to 7.5x and 9.8x
to 10.5x, respectively, for 1995, for Pasta;0.9x to 1.0x,7.0x to7.9x and 9.7x to 10.9x, respectively, for
1994, and 0.9x to 1.0x, 6.9x to 7.8x and 9.6x to 10.8x, respectively, for 1995, for the International Foods
Unit; 0.6x to 0.7x, 6.7x to 8.lx and 10.0x to 12.0x, respectively, for 1994, and 0.6x to 0.7x, 5.3x to 6.3x
and7.2x to 8.6x, respectively, for 1995, for Packaging; l.lx to 1.2x,7.1x to 8.0x and 8.3x to 9.3x,
respectively,for 1994, and 1.1x to 1.2x,7.0x to 7.9x and 8.3x to 9.3x, respectively, for 1995, for Resins;
0.6x to 0.7x, 6.0x to 7 .2x and 8.3x to 9.9x, respectively , for 1994, and 0.5x to 0.6x, 5.0x to 6.0x and 6.4x
to7.7x, respectively, for 1995, for Decorative Products; and l.3x to 2.0x,5.7x to 9.2x and 6.lx to 9.8x,
respectively, for 1994, and 1.2x to 1.9x, 5.3x to 8.5x and 5.7x to 9.1x, respectively, for 1995, for
Consumer Adhesives) based on the high, average, median and low multiples among comparable
companies and applied these ranges to financial data for each of Borden's major business units. The
hypothetical range of values for each of Borden's major business units derived from such analysis
ranged from approximately $725 to $850 million for Niche Grocery; $755 to $810 million for Pasta;
$800 to $900 million for the International Foods Unit; $275 to $330 million for Packaging; $900 to
$1,010 million for Resins; $250 to $300 million for Decorative Products; and $100 to $160 million for
Consumer Adhesives. The comparable companies examined in First Boston's analysis for each Borden
unit included, among others: Niche Grocery, Pasta and the International Foods Unit: Campbell Soup
Company; CPC International, Inc.; Flowers [ndustries; General Mills, Inc.; Hershey Foods Corpora-
tion; H.J. Heinz Company; lnterstate Bakeries Corporation; Kellogg Company; Pet Incorporated;
Ralston Continental Baking Group. Packaging Unit: Bemis Company, Inc.; Sealed Air Corporation;
Sonoco Products Company; Union Camp Corporation; The Valspar Corporation. Decorative Products
Unit: Armstrong World Industries, Inc.; Collins & Aikman Group, Inc.; Premark International, Inc.;
Sherwin-Williams Company. Worldwide Resins Unit: Grow Group, Inc.; H.B. Fuller Company; Lilly
Industries, Inc.; Loctite Corporation. Consumer Adhesives Unit: BIC Corporation; Duracell Interna-
tional, Inc.; First Brands Corporation; Rubbermaid Incorporated.
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Comparable Acquisition Analysis

For each of the Borden's major business units, First Boston reviewed acquisitions of companies in
similar industries over the past several years. First Boston then selected a number of those acquisitions
which it believed were most comparable to a hypothetical transaction involving the particular Borden
business unit. Using publicly available information, First Boston determined for the comparable
transactions the relationship between capitalized value (equity value plus debt, preferred stock and
minority interest less cash and marketable securities) and sales, EBITDA and EBIT. First Boston then
derived a range of these multiples of estimated sale value as a multiple of 1994 sales, EBITDA and
EBIT (1.8x to 2.3x, 8.8x to 11.2x and 9.5x to 12.0x, respectively, for Niche Grocery; 1.0x to 1.2x, 11.5x
to 14.5x and 19.0x to 24.1x, respectively, for Pasta; 0.9x to 1.1x, 7.5x to 9.2x and 10.3x to 12.7x,
respectively, for International Foods Unit; 0.7x to 0.9x, 7.3x to 9.2x and 10.9x to 13.7x, respectively, for
Packaging; 1.lx to 1.3x, 7.5x to 8.6x and 8.8x to 10.0x, respectively, for Resins; 0.6x to 0.9x, 6.6x to
9.7x and 9.1x to 13.2x, respectively, for Decorative Products; and 1.3x to2.3x,6.0x to 10.3x and 6.4x to
I1.0x, respectively, for Consumer Adhesives) and applied these ranges to financial data for each Borden
unit. The hypothetical range of values for each of Borden's major business units derived from this
analysis ranged from approximately $750 to $950 million for Niche Grocery; $750 to $950 million for
Pasta; $850 to $1,050 million for International Foods UniU $300 to $375 million for Packaging; $950 to
$1,080 million for Resins; $275 to $400 million for Decorative Products; and $105 to $180 million for
Consumer Adhesives. The comparable acquirorltarget transactions examined in First Boston's analysis
for each Borden unit included, among others: Niche Grocery, Pasta and the International Foods Unit:
Investor Group/Del Monte Foods; Sandoz AG/Gerber Products; Doskocil Cos./Frozen Specialty
Foods Unit (Int'l Multifood); Tomkins PLC/Ranks Hovis McDougall; Campbell Soup Com-
pany/Arnotts Ltd. Packaging Unit: Applied Extrusion/Technologies, Inc./Packaging Film Group
(Hercules, Inc.); Sonoco Products Company/Engraph, Inc. Decorative Products Unit: Arjo Wiggins
Appleton PlC/Gebrueder Buhl Papierfabrite; Coloroll Group PlC/Burlington; Wickes Compa-
nies/Collins & Aikman Group, Inc. Worldwide Resins Unit: Scapa Group PLC/Society des Adhesifs
de Bellgrade; Laporte/Evode Group PLC. Consumer Adhesives Unit: Orkem SA/Bostic Division
(Black & Decker Corp.); Borden, Inc./Jadow & Sons, Inc. (Krazy Glue).

D isaggre gation Analy sis

First Boston analyzed Borden's possible value assuming Borden was sold in pieces in a tax efficient
manner. In this analysis, First Boston added the reference range for each business unit derived from the
analyses described above to arrive at an enterprise value for Borden. The hypothetical range of values
for each of Borden's major business units derived from such analysis ranged from approximately $800
million to $900 million for Niche Grocery; $750 million to $950 million for Pasta; $800 million to $900
million for International Foods Unit; $290 million to $350 million for Packaging; $900 million to $1,050
million for Resins; $250 million to $325 million for Decorative Products; $130 million to $170 million
for Consumer Adhesives; and $140 million to $295 million for miscellaneous businesses. Using these
ranges gives a range of enterprise values of $4,060 million to $4,940 million for Borden. After
subtracting debt ($2,287 million), pension underfunding ($97 million) and capitalized administrative
overhead costs ($257 million), and adding in the present value of the net operating loss carryforwards
(reduced by the amount used to offset the tax liability incurred in the hypothetical disaggregation of the
business units) (from $34 million (corresponding to the upper end of the divested businesses' value
range) to $125 million (corresponding to the lower end of the divested businesses' value range)
depending on the proceeds of the hypothetical divestitures) the range of equity values for Borden is

$1,544 million to $2,333 million, or $10.92 to $16.50 per share of Borden Common Stock. This
compares to the approximately $14.25 (based upon the Exchange Ratio and the Valuation Period) to be
received for each Borden Share in the Exchange Offer. As noted above, these per share calculations are
derived from the ranges obtained in the Discounted Cash Flow, Comparable Trading and Comparable
Acquisition analyses described above, but no per share calculations were presented to the Borden board
from the individual analyses. For purposes of this Disaggregation analysis, First Boston relied upon tax
data and calculations provided by Borden and assumed the Packaging and Industrial Products Unit and
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the Dairy Unit were sold separately in taxable transactions and the balance of the food segment was
sold tax free or retained by Borden.

Although in connection with the delivery of its opinion First Boston also analyzed Holdings, First
Boston's opinion is not a valuation of Holdings and does not represent First Boston's view as to what the
value of the Holdings Common Stock to be exchanged for Borden Shares actually will be when the
Exchange Offer or the Merger is consummated. In giving its opinion as to the fairness of the
consideration to be received by the shareholders of Borden, First Boston derived a range of values for
Borden Common Stock using the valuation analyses described above and compared them with $14.25,
the trading value (determined pursuant to the Exchange Ratio at the time of the delivery of First
Boston's opinion) of the shares of Holdings Common Stock to be received as consideration in the
Exchange Offer and the Merger. First Boston reviewed Holdings' public filings with the Commission,
reviewed publicly available analyst and other third party reports addressing Holdings and Holdings
Common Stock and held discussions with senior management of Holdings. Based solely on the
foregoing, First Boston determined that it was not aware of any material information relating to
Holdings that was not publicly disclosed and thus concluded that the trading value (at the time of the
delivery of First Boston's opinion) of Holdings Common Stock, a liquid, well-followed security, reflected
the market's reasonable assessment of its value. As a result of the limitation on the Exchange Ratio,
such actual value could be higher or lower than $14.25 per share at such times depending on the value of
Holdings Common Stock. Because of the large aggregate amount of Holdings Common Stock being
distributed to shareholders of Borden in exchange for their Borden Shares and other factors, such
securities may trade initially at prices below those at which they would trade on a fully distributed basis.

In arriving at its opinion dated September 22, 1994, First Boston performed a variety of financial
analyses, including those summarized above. The summary set forth in this section does not purport to
be a complete description of First Boston's analyses. First Boston believes that its analyses and the
summary set forth above must be considered as a whole and that selecting portions of its analyses,
without considering all analyses, or of the summary above, without considering all factors and analyses,
could create an incomplete view of the processes underlying First Boston's opinion. In addition, First
Boston may have given various analyses more or less weight than other analyses, and may have deemed
various assumptions more or less probable than other assumptions, so that the ranges of valuation
resulting from any particular analysis described above should not be taken to be First Boston's view of
the actual value of Borden or Holdings. First Boston's analyses depend upon numerous assumptions
with respect to industry performance, general business, economic, market and financial conditions and
other matters, many of which are beyond the control of Borden and Holdings. As described above, in its
analyses First Boston assumed, with Borden's consent, the absence of future adverse developments
affecting Holdings' tobacco business. See "Significant Considerations-Exclusion of the Effects of
Future Tobacco Developments from Opinions of Borden's Financial Advisors." First Boston's analyses
are not necessarily indicative of actual values or actual future results that might be achieved and are not
and do not purport to be appraisals or otherwise reflective of prices at which the business units actually
could be sold or prices at which securities actually would trade.

Other Information Concerning Borden Financial Advisors
Borden has retained Lazard FrBres and First Boston as financial advisors in connection with the

Merger, the Exchange Offer and other matters arising in connection therewith. Pursuant to an
engagement letter agreement dated September 13,1994, between Borden andLazard Frdres, Borden
paidLazard FrBres (i) a fee of $3 million on execution of the Merger Agreement and has agreed to pay
(ii) an additional fee of $7 million, in the event KKR and its affiliates acquire at least 50.17o of the
outstanding Borden Shares. Lazard FrEres was originally retained by Borden on October 11, 1993 to
provide certain financial advisory services to Borden and has earned fees aggregating $2.2 million for
such services. Borden has also agreed to reimburse Lazard Frbres for its out-of-pocket expenses,
including reasonable fees and disbursements of counsel, and to indemnify Lazard Frbres and its
partners, employees, agents, affiliates or controlling persons against certain liabilities, including certain
liabilities under the federal securities laws, relating to or arising out of its engagement.
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Lazard Frlres is an internationally recognized investment banking firm and regularly engages in
the valuation of businesses and their securities in connection with mergeis and acquisitions ind for other
purposes. The Borden board selectedLazard FrEres to act as its financial advisor with respect to certain
matters, including the transactions with the Partnership, on the basis of Lazard Frbres' qualifications,
expertise and reputation in investment banking, in general, and mergers and acquisitioni specifically.
From time to time, in the past, Lazard FrBres has represented KKR and received customary feis
therefore.

Pursuant to an engagement letter dated as of October 26,1993, as amended on September 22,
1994, between Borden and First Boston, Borden has agreed to pay First Boston (i) a fee of $3,000,000
upon commencement of the Exchange Offer and (ii) an additional fee of $7,000,000 in the event KKR
and its affiliates acquire at least Swo of the outstanding Borden Shares. First Boston has earned fees
aggregating $2.3 million for other services rendered pursuant to this engagement letter. Borden has also
agreed to reimburse First Boston for its out-of-pocket expenses, including reasonable fees and disburse-
ments of counsel. Borden has also agreed to indemnify First Boston and its affiliates, their respective
directors, officers, partners, agents and employees and each person, if any, controlling First Boiton or
any of its affiliates against certain liabilities, including certain liabilities under the federal securities
laws, relating to or arising out of its engagement.

First Boston is an internationally recognized investment banking firm and regularly engages in the
valuation of businesses and their securities in connection with mergers and acquisitions and for other
purposes. The Borden board selected First Boston to act as its financial advisor on the basis of First
Boston's international reputation, Borden's prior .relationship with First Boston and First Boston,s
familiarity with Borden. In the past, First Boston has provided investment banking services for Borden,
Holdings and KKR for which First Boston has received customary compensation. In the ordinary course
of First Boston's business, First Boston actively trades the debt una equity securities of both Borden and
Holdings for its own account and for the accounts of customers and, accordingly, may at any time hold a
long or short position in such securities.

Ibrms of the Exchange Offer; Expiration Date
Upon the terms and subject to the conditions of the Exchange Offer (including, if the Exchange

Offer is extended or amended, the terms and conditions of any such extension oiamendment), tf,e
Purchaser hereby offers to exchange shares of Holdings Common Stock for all outstanding Borden
Shares at the Exchange R.atio, provided that such Borden Shares are validly tendered on or prLr to the
Expiration Date and not properly withdrawn as described gndsl "-Witirdrawal Rights."

The Purchaser will announce the exact Exchange Ratio with respect to each Borden Share that is
to be exchanged for shares of Holdings Common Stock in the Exchange Offer by 9:00 A.M., New york
City time, on the first business day of the ten business day period ending on th; Expiration Date. The
Purchaser will make such announcement by issuing a press release to ihe Dow Jones News Service.
During the ten business day period ending on the Expiration Date, holders of Borden Shares will be able
to obtain the exact Exchange Ratio with respect to each Borden Share that is to be exchanged for shares
of Holdings Common Stock in the Exchange Offer from the Information Agent or the Deiler Manager
fo1 the Exchange Offer at their respective telephone numbers appearing on the back cover of itris
Offering Circular / Prospectus.

Upon the terms and subject to the conditions of the Exchange Offer, including without limitation
the Minimum Condition, the Purchaser will exchange all such forden Shares for-shares of Holdings
Common Stock. Tendering shareholders will not be obligated to pay any charges or expenses of tf,e
Exchange Agent or any brokerage commissions. Excepi as set ioritr in the Ietter of Transmittal,
transfer taxes on the exchange of Borden Shares pursuant to the Exchange Offer will be paid by or on
behalf of the Purchaser.

No fractional shares of Holdings Common Stock will be distributed. The Exchange Agent, acting
as agent for record holders of Borden Shares otherwise entitled to receive fractional sh-ares 6f Uotairgi
Common Stock, will aggregate all fractional shares and sell them for the accounts of such shareholders.

59



In addition, the Exchange Agent has advised the Purchaser that, upon notice to the Exchange Agent
from the related record holder, the Exchange Agent will aggregate fractional shares on behalf of any
beneficial holder of Borden Shares for whose account a broker, nominee or other intermediary does not
effect such a sale. Beneficial holders will have the opportunity to indicate on a form provided in
connection with the Exchange Offer their desire to have fractional shares sold for their account,
although no assurance can be given that a broker, nominee or other intermediary will carry out such
instruction. Whether or not a beneficial holder so indicates, the Exchange Agent has advised the
Purchaser that brokers, nominees or other intermediaries customarily effect sales, including through
disbursing or exchange agents, of fractional shares otherwise held for the account of a beneficial holder
and distribute the proceeds of such sales to the beneficial holder of such shares. Proceeds from sales of
fractional shares will be paid by the Exchange Agent based upon the average net selling price per share
of all such sales (following the deduction of applicable transaction costs of third parties other than the
Exchange Agent, Borden, the Purchaser or affiliates of any of the foregoing). See "-Procedure for
Tendering Shares of Borden Common Stock-Backup Federal Tax Withholding."

The Exchange Offer is subject to certain conditions set forth under "-Certain Conditions of the
Exchange Offer," any of which may be waived by the Purchaser, except that in the event the Purchaser
exercises the Option in whole or in part, then the Purchaser is not permitted to waive the Minimum
Condition. If any condition is not satisfled, the Purchaser may (i) terminate the Exchange Offer and
return all tendered Borden Shares to tendering shareholders, (ii) extend the Exchange Offer and,
subject to withdrawal rights as set forth under "-Withdrawal Rights," retain all such Borden Shares
until the expiration of the Exchange Offer as so extended, (iii) waive such condition (other than, in
certain circumstances described herein, the Minimum Condition) and, subject to any requirement to
extend the period of time during which the Exchange Offer is open, exchange all Borden Shares validly
tendered for exchange on or prior to the Expiration Date and not properly withdrawn, or (iv) subject to
applicable law, delay acceptance for exchange of or exchange for any Borden Shares until satisfaction
or waiver of such condition to the Exchange Offer even though the Exchange Offer has expired. For a
description of the Purchaser's right to extend the period of time during which the Exchange Offer is
open and to amend, delay or terminate the Exchange Offer and for a description of withdrawal rights of
Borden's shareholders in such circumstances, see "-Extension of Tender Period; Termination; Amend-
ment" and "-Withdrawal Rights." The Purchaser's right to delay acceptance for exchange of or
exchange for Borden Shares tendered for exchange pursuant to the Exchange Offer is subject to
provisions of applicable law, including, to the extent applicable, Rule 14e-1(c) promulgated under the
Exchange Act, which requires that the Purchaser pay the consideration offered or return the Borden
Shares deposited by or on behalf of Borden shareholders promptly after the termination or withdrawal
of the Exchange Offer. Pursuant to the Merger Agreement, the Purchaser has agreed that, upon the
request of Borden (and without limiting the number of times that the Purchaser may extend the
Exchange Offer, or the total number of days for which the Exchange Offer may be extended), the
Purchaser will extend the Exchange Offer, one or more times, for an aggregate of not more than twenty
business days. See "Description of Merger Agreement and Conditional Purchase/Option Agreement."

Following the effectiveness of the Registration Statement, this Offering Circular/Prospectus and
the related Letter of Transmittal will be mailed to record holders of Borden Shares and will be furnished
to brokers, banks and similar persons whose names, or the names of whose nominees, appear on the
Borden shareholder list or, if applicable, who are listed as participants in a clearing agency's security
position listing for subsequent transmittal to beneficial owners of Borden Shares.

Exchange of Shares of Borden Common Stock
Upon the terms and subject to the conditions of the Exchange Offer (including, if the Exchange

Offer is extended or amended, the terms and conditions of any such extension or amendment), the
Purchaser will accept for exchange, and will exchange for shares of Holdings Common Stock, all
Borden Shares validly tendered and not properly withdrawn on or prior to the Expiration Date promptly
after the later to occur of (i) the Expiration Date and (ii) the satisfaction or waiver of the conditions of
the Exchange Offer set forth under "-Certain Conditions of the Exchange Offer." Subject to
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applicable rules of the Commission, which, under certain circumstances, require extension of the
Exchange Offer and related withdrawal rights, the Purchaser expressly reserves the right to delay
acceptance for exchange of or exchange for Borden Shares pending receipt of regulatory approvals
referred to under "-Certain Regulatory Approvals and Legal Matters." See "-Withdrawal Rights"
and "-Extension of Tender Period; Termination Amendment."

Unless and until the Rights are redeemed in accordance with the Merger Agreement, holders of
Borden Shares will be required to tender the Rights associated with such Borden Shares in order to
effect a valid tender of such Borden Shares. As of the date hereof, the Rights trade together with the
Borden Shares and a tender of the Borden Shares will be deemed to be a tender of the associated Rights.
If separate Rights Certificates are issued, tendering shareholders will then be required to tender both
Share Certificates and Rights Certificates in order to effect a valid tender. gss "-plscedure for
Tendering Shares of Borden Common Stock."

In all cases, exchange of Borden Shares tendered and accepted for exchange pursuant to the
Exchange Offer will be made only after timely receipt by the Exchange Agent of (i) Share Certificates
(and Rights Certificates if applicable) for Borden Shares, or a Book-Entry Confirmation of a book-entry
transfer of such Borden Shares into the Exchange Agent's account at a Book-Entry Transfer Facility
pursuant to the procedures set forth gndsl "-procedure for Tendering Shares of Borden Common
Stock," (ii) the Letter of Transmittal (or a facsimile thereof), properly completed and duly executed,
with any required signature guarantees, or an Agent's Message in connection with a book-entry
transfer, and (iii) any other documents required by the Letter of Transmittal.

For purposes of the Exchange Offer, the Purchaser will be deemed to have accepted for exchange
Borden Shares validly tendered and not properly withdrawn as, if and when the Purchaser gives oral or
written notice to the Exchange Agent ofthe Purchaser's acceptance for exchange ofsuch Borden Shares
pursuant to the Exchange Offer. Upon the terms and subject to the conditions of the Exchange Offer,
exchange of Borden Shares accepted for exchange pursuant to the Exchange Offer will be made by
deposit of tendered Borden Shares with the Exchange Agent, which will act as agent for the tendering
shareholders for the purpose of receiving shares of Holdings Common Stock from the Purchaser and
transmitting such shares of Holdings Common Stock to tendering shareholders. Under no circumstances
will interest be paid pursuant to the Exchange Offer, regardless of any delay in making such exchange. If,
for any reason whatsoever, acceptance for exchange of or exchange for any Borden Shares tendered
pursuant to the Exchange Offer is delayed, or the Purchaser is unable to accept for exchange or
exchange for Borden Shares tendered pursuant to the Exchange Offer, then, without prejudice to the
Purchaser's rights set forth herein, the Exchange Agent may, nevertheless, on behalf of the Purchaser
and subject to Rule 14e-1(c) under the Exchange Act, retain tendered Borden Shares and such Borden
Shares may not be withdrawn except to the extent that the tendering stockholder is entitled to and duly
exercises withdrawal rights as described sndsl "-Vy'ithdrawal Rights."

If any tendered Borden Shares are not accepted for exchange for any reason or if Share Certificates
(and Rights Certificates if applicable) are submitted for more Borden Shares than are tendered, Share
Certificates (and Rights Certfficates if applicable) for Borden Shares evidencing un-exchanged or un-
tendered Borden Shares will be returned, without expense to the tendering shareholder (or, in the case
of Borden Shares tendered by book-entry transfer into the Exchange Agent's account at a Book-Entry
Transfer Facility pursuant to the procedures described s1ds1 "-procedure for Tendering Shares of
Borden Common Stock-Book-Entry Transfer," such Borden Shares will be credited to an account
maintained at such Book-Entry Transfer Facility), in each case with the related Rights Certificates (if
applicable), promptly following the expiration, termination or withdrawal of the Exchange Offer.

If, prior to the Expiration Date, the Purchaser increases the consideration offered to shareholders
pursuant to the Exchange Offer, such increased consideration will be given to all shareholders whose
Borden Shares are exchanged pursuant to the Exchange Offer, whether or not such Borden Shares were
tendered or accepted for exchange prior to such increase in consideration.

The Purchaser reserves the right to transfer or assign, in whole or from time to time in part, to one
or more of its affiliates, the right to exchange all or any portion of the Borden Shares tendered pursuant

6t



to the Exchange Offer, but any such transfer or assignment will not relieve the Purchaser of its
obligations undir the Fxchange Offer and will in no way prejudice the rights of tendering shareholders

to eichange for Borden Shares validly tendered and accepted for exchange pursuant to the Exchange

Offer. Aclording to the Merger Agreement, it is presently contemplated that the right of the Purchaser

to exchange for ihares of Boiden eommon Stock pursuant to the Exchange Offer and the right of the

Purchaseito exercise the Option will be assigned to the Partnership or to a direct or indirect wholly

owned subsidiary of the Partnership, which may, in any such case, act for itself and/or as agent for one

or both of the Common Stock Partnerships, as the case may be.

Procedure for lbndering Shares of Borden Comnron Stock

Except as set forth below, in order for Borden Shares (and Rights if applicable) to be validly

tendered pursuant to the Exchange Offer, the Letter of Transmittal (or a facsimile thereof), properly

completed and duly executed, together with any required signature guarantees, or an-Agent's Message

in connection with a book-entry delivery of Borden Shares (and Rights if applicable) and any other

documents required by the Letter of Transmittal, must be received by the Exchange Agent at one of its

addresses set forth on the back cover of this Offering Circular/Prospectus on or prior to the Expiration

Date and either (i) the Share Certificates (and Rights Certificates if applicable) evidencing tendered

Borden Shares (and Rights if applicable) must be received by the Exchange Agent at such address or

such Borden Shares (and Rights if applicable) must be tendered pursuant to the procedure for book-

entry transfer described below and a Book-Entry Confirmation must be received by the Exchange

Agent, in each case on or prior to the Expiration Date, or (ii) the guaranteed delivery procedures

described below must be complied with.

Unless and until the Rights are redeemed in accordance with the Merger Agreement, holders of
Borden Shares will be required to tender the Rights associated with such Borden Shares in order to
effect a valid tender of such Borden Shares. Accordingly, shareholders who sell their Rights separately

from their Borden Shares and do not otherwise acquire Rights may not be able to satisfy the

requirements of the Exchange Offer for a valid tender of Borden Shares. If the Distribution Date (as

defined in the Rights Agreement) has occurred and Rights Certificates have been distributed to such

holders prior to the date of tender pursuant to the Exchange Offer, Rights Certificates representing a

number of Rights equal to the number of Borden Shares being tendered must be delivered to the

Exchange Agent in oider for such Borden Shares to be validly tendered. If the Distribution Date has

occurred and Rights Certificates have not been distributed prior to the time Borden Shares are tendered

pursuant to thtExchange Offer, Rights may be tendered prior to a shareholder receiving Rights
-Certificates 

by use of the guaranteed delivery procedures described below. A tender of Borden Shares

without Righis Certificates constitutes an agreement by the tendering shareholder to deliver Rights

Certificates representing a number of Rights equal to the number of Borden Shares tendered pursuant

to the Exchange Offer to the Exchange Agent within five business days after the date such Rights
Certificates are distributed. Unless and until the Rights are redeemed in accordance with the Merger
Agreement, the Purchaser reserves the right to require that it receive such Rights Certificates prior to

accepting Borden Shares for exchange. In that event, exchange for Borden Shares tendered and

accepted for exchange pursuant to the Exchange Offer will be made only after timely receipt by the

Excliange Agent of, among other things, Rights Certificates, if Rights Certificates have been distrib-
uted to holders of Borden Shares. See "Description of Merger Agreement and Conditional
Purchase/Option Agreement."

The method of delivery of Borden Shares (ad Rights if applicable), ard all other required
docrrnents, including delivery through any Book-Entry Transfer Facility, is at the option and risk of the
tendering shareholder. If delivery is by mail, rrgistered mail with return receipt rcquested, properly
insurcd, is recommendd. In all cases, srffcient time should be allowed to ensure timely delivery.
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Book-Entry Transfer

The Exchange Agent will make a request to establish accounts with respect to the Borden Shares at
the Book-Entry Transfer Facilities for purposes of the Exchange Offer within two business days after
the date of this Offering Circular/Prospectus. Any financial institution that is a participant in the
system of any Book-Entry Transfer Facility may make book-entry delivery of Borden Shares by causing
such Book-Entry Transfer Facility to transfer such Borden Shares into the Exchange Agent's account at
such Book-Entry Transfer Facility in accordance with such Book-Entry Transfer Facility's procedures
for such transfer. However, although delivery of Borden Shares may be effected through book-entry
transfer at a Book-Entry Transfer Facility, the Letter of Transmittal (or a facsimile thereof), properly
completed and duly executed, together with any required signature guarantees, or an Agent's Message
in connection with a book-entry transfer, and any other documents required by the Letter of Transmit-
tal, must, in any case, be received by the Exchange Agent at one of its addresses set forth on the back
cover of this Offering Circular/Prospectus prior to the Expiration Date, or the guaranteed delivery
procedures described below must be complied with.

If Rights Certificates are issued, to the extent that the Rights become eligible for book-entry
transfer under procedures established by a particular Book-Entry Transfer Facility, the Exchange
Agent will make a request to establish an account with respect to the Rights at such Book-Entry
Transfer Facility as soon as practicable. No assurance can be given, however, that book-entry delivery
of Rights will be available. If book-entry delivery of Rights is available, the foregoing book-entry
transfer procedure will also apply to Rights. If book-entry delivery is not available and if separate
Rights Certificates have been issued, a tendering shareholder is not relieved of delivery requirements
hereunder and thus will be required to tender Rights by means of actual delivery of Rights Certificates
or pursuant to the guaranteed delivery procedures set forth below.

Delivery of docrmrents to a Book-Entry Tlansfer Facility in accordance with such Book-Entry
Transfer Facility's procedures does not constitute delivery to the Exchange Agent.

Signature Guarantees

Signatures on Letters of Transmittal must be guaranteed by a firm which is a m6mber of a

registered national securities exchange or of the National Association of Securities Dealers, Inc., or by a
commercial bank or trust company having an office or correspondent in the United States (each of the
foregoing being referred to as an "Eligible Institution"), except in cases where Borden Shares are
tendered (i) by a registered holder of Borden Shares who has not completed either the box labeled
"Special Exchange Instructions" or the box labeled "Special Delivery Instructions" on the Letter of
Transmittal or (ii) for the account of an Eligible Institution. See Instructions 1 and 5 of the Letter of
Transmittal.

If the Share Certificates (or the Rights Certificates if applicable) are registered in the name of a
person other than the signer of the Letter of Transmittal, or if payment in respect of fractional shares of
Holdings Common Stock is to be made, or Share Certificates (or Rights Certificates if applicable) not
accepted for exchange or not tendered are to be returned, to a person other than the registered
holder(s), the Share Certificates (or Rights Certificates if applicable), as the case may be, must be
endorsed or accompanied by appropriate stock powers, in either case, signed exactly as the name(s) of
the registered holder(s) appear on such certificates, with the signature(s) on such certificates or stock
powers guaranteed as aforesaid. See Instructions 1 and 5 of the Letter of Transmittal.

If Share Certificates (and Rights Certificates if applicable) are forwarded separately to the
Exchange Agent, a properly completed and duly executed Letter of Transmittal (or a facsimile thereof)
must accompany each such delivery.
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Guaranteed Delivery

If a shareholder desires to tender Borden Shares (and Rights if applicable) pursuant to the
Exchange Offer and such shareholder's Share Certificates (or Rights Certificates if applicable) are not
immediately available or such shareholder cannot deliver Share Certificates (or Rights Certificates if
applicable) and all other required documents to reach the Exchange Agent on or prior to the Expiration
Date, or such shareholder cannot complete the procedure for delivery by book-entry transfer on a timely
basis, such Borden Shares (and Rights if applicable) may nevertheless be tendered, provided that all of
the following conditions are satisfied:

(i) such tender is made by or through an Eligible Institution;

(ii) a properly completed and duly executed Notice of Guaranteed Delivery, substantially in
the form made available by the Purchaser, is received by the Exchange Agent, as provided below,
on or prior to the Expiration Date; and

(iii) the Share Certificates and Rights Certificates, as the case may be (or a Book-Entry
Confirmation), representing all tendered Borden Shares (and Rights if applicable), in proper form
for transfer, in each case together with the Letter of Transmittal (or a facsimile thereof), properly
completed and duly executed, with any required signature guarantees (or, in the case of a book-
entry transfer, an Agent's Message) and any other documents required by the Letter of Transmit-
tal are received by the Exchange Agent within (A) in the case of Borden Shares, five NYSE
trading days after the date of execution of such Notice of Guaranteed Delivery, and (B) in the case

of Rights, a period ending on the later of (x) five NYSE trading days after the date of execution of
such Notice of Guaranteed Delivery and (y) five business days after the date Rights Certificates
are distributed to shareholders of Borden (if applicable).

The Notice of Guaranteed Delivery may be delivered by hand or transmitted by telegram, telex,
facsimile transmission or mail to the Exchange Agent and must include a guarantee by an Eligible
Institution in the form set forth in such Notice of Guaranteed Delivery.

Notwithstanding any other provision hereof, exchange of Borden Shares accepted for exchange
pursuant to the Exchange Offer will in all cases be made only after timely receipt by the Exchange
Agent of Shares Certificates for, or of Book-Entry Confirmation with respect to, such Borden Shares,
and if the Distribution Date has occurred, Rights Certificates for, or a Book-Entry Confirmation, if
available, with respect to, the associated Rights (unless the Purchaser elects, in its sole discretion, to
exchange such Borden Shares pending receipt of the Rights Certificates for, or a Book-Entry Confirma-
tion with respect to, such Rights), a properly completed and duly executed Letter of Transmittal (or
facsimile thereof), together with any required signature guarantees (or, in the case of a book-entry
transfer, an Agent's Message), and any other documents required by the Letter of Transmittal.
Accordingly, exchange of Borden Shares might not be made to all tendering shareholders at the same
time, and will depend upon when Share Certificates (or Rights Certificates if applicable) or Book-Entry
Confirmations of such Borden Shares (or Rights if applicable) are received into the Exchange Agent's
account at a Book-Entry Transfer Facility.

If the Rights are redeemed by Borden in accordance with the Merger Agreement, the guaranteed
delivery procedure with respect to Rights Certificates and the requirement for the tender of Rights will
no longer apply.

Appointment as Proxy

By executing the Letter of Transmittal, a tendering shareholder irrevocably appoints designees of
the Purchaser, and each of them, as such shareholder's attorneys-in-fact and proxies, with full power of
substitution, in the manner set forth in the Letter of Transmittal, to the full extent of such shareholder's
rights with respect to the Borden Shares (and Rights if applicable) tendered by such shareholder and
accepted for exchange by the Purchaser (and with respect to any and all other Borden Shares (and
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Rights if applicable) or other securities issued or issuable in respect of such Borden Shares (and Rights
if applicable) on or after the date hereof). All such powers of attorney and proxies shall be considered
irrevocable and coupled with an interest in the tendered Borden Shares (and Rights if applicable). Such
appointment will be effective when, and only to the extent that, the Purchaser accepts such Borden
Shares for exchange. Upon such acceptance for exchange, all prior powers of attorney and proxies given
by such shareholder with respect to such Borden Shares (and Rights if applicable) (and such other
shares and securities) will be revoked without further action, and no subsequent powers of attorney and
proxies may be given nor any subsequent written consents executed (and, if given or executed, will not
be deemed effective). The designees of the Purchaser will be empowered to exercise all voting and other
rights of such shareholder as they in their sole discretion may deem proper at any annual or special
meeting of Borden's shareholders or any adjournment or postponement thereof, by written consent in
lieu of any such meeting or otherwise. The Purchaser reserves the right to require that, in order for
Borden Shares (and Rights if applicable) to be deemed validly tendered, immediately upon the
Purchaser's exchange for such Borden Shares, the Purchaser must be able to exercise full voting rights
with respect to such Borden Shares (and Rights if applicable) and other securities, including voting at
any meeting of shareholders.

Determination of Validity

All questions as to the validity, form, eligibility (including time of receipt) and acceptance for
exchange of any tender of Borden Shares (and Rights if applicable) will be determined by the
Purchaser, in its sole discretion, which determination shall be final and binding on all parties. The
Purchaser reserves the absolute right to reject any and all tenders determined by it not to be in proper
form or the acceptance for exchange of which may, in the opinion of its counsel, be unlawful. Except as

otherwise described herein, the Purchaser alsoreserves the absolute right to waive any of the conditions
of the Exchange Offer or any defect or irregularity in any tender of Borden Shares (and Rights if
applicable) of any particular shareholder whether or not similar defects or irregularities are waived in
the case of other shareholders. No tender of Borden Shares (and Rights if applicable) will be deemed to
have been validly made until all defects and irregularities have been cured or waived. None of the
Purchaser, the Common Stock Partnerships, the Dealer Manager, the Exchange Agent, the Informa-
tion Agent or any other person will be under any duty to give notification of any defects or irregularities
in tenders or incur any liability for failure to give any such notification. The Purchaser's interpretation
of the terms and conditions of the Exchange Offer (including the Letter of Transmittal and the
instructions thereto) will be final and binding.

Backup Federal Tax Withholding

Under the federal income tax laws, the Exchange Agent will be required to withhold 31 percent of
the amormt of any payments made to certain shareholders pursuant to the Exchange Offer. To prevent
backup federal income tax withholding, each such sharrholder must provide the Exchange Agent with
such shareholder's correct taxpayer identification nurnber and certify that such shareholder is not st'hject
to backup federal income tax withholding by completing the substitute Form W-9 included in the Letter
of Transmittal. See Instruction 9 of the Letter of Transmittal.

Other Matters

The Purchaser's acceptance for exchange of Borden Shares tendered pursuant to any of the
procedures described above will constitute a binding agreement between the tendering shareholder and
the Purchaser upon the terms and subject to the conditions of the Exchange Offer.

Withdrawal Rights

Tenders of Borden Shares (and Rights if applicable) made pursuant to the Exchange Offer are
irrevocable, except that Borden Shares (and Rights if applicable) tendered pursuant to the Exchange
Offer may be withdrawn at any time on or prior to the Expiration Date and, unless theretofore accepted
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for exchange by the Purchaser pursuant to the Exchange Offer, may also be withdrawn at any time
after January 20,1995. If the Purchaser extends the Exchange Offer, is delayed in its acceptance for
exchange of or exchange for Borden Shares or is unable to exchange Borden Shares validly tendered
pursuant to the Exchange Offer for any reason, then, without prejudice to the Purchaser's rights under
the Exchange Offer, the Exchange Agent may nevertheless, on behalf of the Purchaser, retain tendered
Borden Shares (and Rights if applicable), and such Borden Shares (and Rights if applicable) may not
be withdrawn except to the extent that tendering shareholders are entitled to withdrawal rights as

described below. Any such delay will be by an extension of the Exchange Offer to the extent required by

For a withdrawal to be effective, a written, telegraphic, telex or facsimile transmission notice of
withdrawal must be timely received by the Exchange Agent at one of its addresses set forth on the back

cover of this Offering Circular/Prospectus. Any notice of withdrawal must specify the name of the
person who tendered the Borden Shares (and Rights if applicable) to be withdrawn, the number of
Borden Shares (and Rights if applicable) to be withdrawn and the name of the registered holder, if
different from that of the person who tendered such Borden Shares (and Rights if applicable). If Share

Certificates (or Rights Certificates if applicable) for Borden Shares (and Rights if applicable) to be

withdrawn have been delivered or otherwise identified to the Exchange Agent, then, prior to the
physical release of such certificates, the serial numbers shown on such certificates must be submitted to
the Exchange Agent and the signature(s) on the notice of withdrawal must be guaranteed by an Eligible
Institution unless such Borden Shares (and Rights if applicable) have been tendered for the account of
an Eligible Institution. If Borden Shares (and Rights if applicable) have been tendered pursuant to the
procedure for book-entry transfer as described gndsl "-procedure for Tendering Shares of Borden
Common Stock-Book-Entry Transfer," any notice of withdrawal must specify the name and number
of the account at the Book-Entry Transfer Facility to be credited with the withdrawn Borden Shares
(and Rights if applicable), in which case a notice of withdrawal will be effective if delivered to the
Exchange Agent by any method of delivery described in the first sentence of this paragraph.

All questions as to the form and validity (including time of receipt) of any notice of withdrawal will
be determined by the Purchaser, in its sole discretion, whose determination will be final and binding.
None of the Purchaser, the Partnership, any of their affiliates or assigns, the Dealer Manager, the
Exchange Agent, the Information Agent or any other person will be under any duty to give notification
of any defects or irregularities in any notice of withdrawal or incur any liability for failure to give any
such notification.

Any Borden Shares (and Rights if applicable) properly withdrawn will thereafter be deemed not to
have been validly tendered for purposes of the Exchange Offer. However, withdrawn Borden Shares
(and Rights if applicable) may be re-tendered at any time on or prior to the Expiration Date by
following one of the procedures described under "-Procedure for Tendering Shares of Borden
Common Stock."

Bxtension of Tender Period; Termination; Amen&nent

The Purchaser expressly reserves the right, in its sole discretion, at any time and from time to time,
to extend the period during which the Exchange Offer is open for any reason, including the occurrence
of any of the conditions specified under "-Certain Conditions of the Exchange Offer," by giving oral or
written notice of such extension to the Exchange Agent. During any such extension, all Borden Shares
(and Rights if applicable) previously tendered and not properly withdrawn will remain subject to the
Exchange Offer, subject to the rights of a tendering shareholder to withdraw such shareholder's Borden
Shares (and Rights if applicable). See "-Withdrawal Rights."

Pursuant to the Merger Agreement, the Purchaser has agreed that, upon the request of Borden
(and without limiting the number of times that the Purchaser may extend the Exchange Offer, or the
total number of days for which the Exchange Offer may be extended), the Purchaser will extend the
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Exchange Offer, one or more times, for an aggregate of not more than twenty business days. See

"Description of Merger Agreement and Conditional Purchase/Option Agreement."

The Purchaser acknowledges (i) that Rule 14e-1(c) under the Exchange Act requires the Pur-
chaser to pay the consideration offered or return the Borden Shares (and Rights if applicable) tendered
promptly after the termination or withdrawal of the Exchange Offer and (ii) that the Purchaser may not
delay acceptance for exchange of, or exchange for (except as provided in clamil(t) of the succeeding
sentence), any Borden Shares upon the occurrence of any of the conditions specified g1ds1 "-Qertain
Conditions of the Exchange Offer" without extending the period of time during which the Exchange
Offer is open. Subject to the foregoing and any other applicable regulations of the Commission, the
Purchaser reserves the righ1, in its sole discretion, at any time or from time to time to (i) delay
acceptance for exchange ofor, regardless ofwhether such Borden Shares were theretofore accepted for
exchange, exchange for any Borden Shares pending receipt of any regulatory approvals specified under
"-Certain Regulatory Approvals and Legal Matters," (ii) terminate the Exchange Offer (whether or
not any Borden Shares have theretofore been accepted for exchange) if any of the conditions referred to
s1ds1 "-Qertain Conditions of the Exchange Offer" has not been satisfied or upon the occurrence of
any of the conditions specified thereunder and (iii) waive any condition or otherwise amend the
Exchange Offer in any respect, in each case, by giving oral or written notice of such delay, termination,
waiver or amendment to the Exchange Agent and by making a public announcement thereof.

Any such extension, delay, termination, waiver or amendment will be followed as promptly as

practicable by public announcement thereof, and such announcement in the case of an extension will be
made no later than 9:00 A.M., New York City time, on the next business day after the previously
scheduled Expiration Date. Without limiting the manner in which the Purchaser may choose to make
any public announcement, except as provided by applicable law (including Rules l4d-4(c) and 14d-6(d)
under the Exchange Act, which require that material changes be promptly disseminated to holders of
Borden Shares), the Purchaser shall have no obligation to publish, advertise or otherwise communicate
any such public announcement other than by issuing a release to the Dow Jones News Service.

If the Purchaser makes a material change in the terms of the Exchange Offer, or if it waives a

material condition of the Exchange Offer, the Purchaser will extend the Exchange Offer to the extent
required by Rules l4d-4(c) and l4d-6(d) under the Exchange Act. The minimum period during which
an offer must remain open following material changes in the terms of the offer, other than a change in
price or a change in percentage of securities sought or a change in any dealer's soliciting fee, will depend
upon the facts and circumstances, including the materiality, of the changes. With respect to a change in
price or, subject to certain limitations, a change in the percentage of securities sought or a change in any
dealer's soliciting fee, a minimum ten business day period from the day of such change is generally
required to allow for adequate dissemination to shareholders. Accordingly, if prior to the Expiration
Date, the Purchaser decreases the number of Borden Shares being sought, increases or decreases the
consideration offered pursuant to the Exchange Offer or changes any dealer's soliciting fee, and if the
Exchange Offer is scheduled to expire at any time earlier than the period ending on the tenth business
day from the date that notice of such increase, decrease or change is first published, sent or given to
shareholders, the Exchange Offer will be extended at least until the expiration of such ten business day
period. For purposes of the Exchange Offer, a "business day" means any day other than a Saturday,
Sunday or a federal holiday and consists of the time period from 12:01 A.M. through 12:00 Midnight,
New York City time.

Certain Conditions of the Exchange Offer

Notwithstanding any other provision of the Exchange Offer, the Purchaser shall not be required to
accept for exchange, exchange or deliver. any shares of Holdings Common Stock for, subject to
Rule 14e-l(c) under the Exchange Act, any Borden Shares tendered and may terminate or (subject to
the terms of the Merger Agreement) amend the Exchange Offer or may postpone the acceptance for
exchange of the Borden Shares tendered, if immediately before acceptance for exchange of any such
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Borden Shares (whether or not any Borden Shares have theretofore been accepted for exchange
pursuant to the Exchange Offer): (i) the Minimum Condition shall not have been satisfied; (ii) any
waiting period under the HSR Act applicable to the purchase of Borden Shares pursuant to the
Exchange Offer shall not have expired or been terminated or the requisite approvals, authorizations or
consents required by the Investment Canada Act, Canada's Competiti\ Act and the European
Community (see "-Certain Regulatory Approvals and Legal Matters") shal) not have been obtained;
(iii) all consents and waivers on terms satisfactory to the Partnership necessary in order that the

consummation of the transactions contemplated by the It{erger Agreement and the Conditional
Purchase/Option Agreement not constitute (A) an event of default or an event which with or without
notice or the passage of time would constitute an event of default under any indebtedness, partnership
agreement or equityholders agreement of Borden or any subsidiary (or Borden Chemicals and Plastics

Limited Partnership, Borden Chemicals and Plastics Operating Limited Partnership and T.M. Inves-

tors Limited Partnership) ("Indebtedness"), including, without limitation, Borden's Amended and

Restated Credit Agreement dated as of August 16,1994 with Citibank, N.A., as Administrative Agent,
and T.M. Investors Limited Partnership's Amended and Restated Credit Agreement dated as of
August 16, 1994 with Citibank, N.A., as Administrative Agent, or (B) an event which would
individually or in combination with other events give rise to an obligation on the part of Borden to repay

or repurchase any Indebtedness, partnership interest or equity interest, which event of default or other
event described in clause (A) or (B) above would give rise to, with or without notice or the passage of
time and taking into account any cross-acceleration or cross-default provisions, the obligation to repay
prior to maturity or the acceleration of an aggregate of at least $25 million of Indebtedness or other
obligations shall not have been obtained; (iv) Borden shall not have refinanced, or received commit-
ments for refinancing or indications satisfactory to the Partnership from lenders that it will be able to

refinance, in each case on market terms reasonably acceptable to the Partnership, the principal bank
credit facilities of Borden and T.M.I. Associates, L.P., provided that such refinancing shall not be

required to increase the available lines of credit under such facilities except to meet the working capital
and other reasonable needs of Borden and its subsidiaries and shall principally be related to extending

maturities and renegotiating repayment schedules under such facilities as appropriate to meet Borden's

business plan as determined by the Partnership and Borden; (v) the Registration Statement and any

required post-effective amendment thereto shall not have become effective under the Securities Act or
shall be the subject of any stop order or proceedings seeking a stop order, or any material "blue sky" and

other state securities laws applicable to the registration of the Holdings Common Stock to be exchanged

for Borden Common Stock shall not have been complied with; or (vi) any of the following shall occur

and remain in effect and shall, in the reasonable judgment of the Purchaser in any such case, make it
inadvisable to proceed with the Exchange Offer or such acceptance for exchange of any of the Borden

Shares or to proceed with the Merger:

(a) (i) any representation or warranty of Borden in the Merger Agreement shall have been

untrue as of the date of the Merger Agreement and shall continue to be untrue, which untrue
representations or warranties, in the aggregate, would have a Material Adverse Effect (as defined
below) on Borden; or there has been a breach by Borden of any covenant or agreement set forth in
the Merger Agreement or the Conditional Purchase/Option Agreement having a Material Adverse
Effect on Borden which has not been cured; (ii) the SEC Documents (as defined below) filed by
Borden with the Commission since the date of the Merger Agreement did not comply in all
material respects with the requirements of the Securities Act or the Exchange Act, as the case may
be, and the rules and regulations of the Commission promulgated thereunder applicable to such
SEC Documents, and the SEC Documents (including any and all financial statements included
therein), except to the extent revised or superseded by a subsequent filing with the Commission, as

of such dates contained any untrue statement of a material fact or omitted to state a material fact
required to be stated therein or necessary in order to make the statements therein, in light of the
circumstances under which they were made, not misleading; or (iii) the consolidated financial
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statements of Borden included in the SEC Documents filed since the date of the Merger Agree-
ment did not comply as to form in all material respects with applicable accounting requirements
and the published rules and regulations of the Commission with respect thereto, were not prepared
in accordance with generally acce,pted accounting principles (except, in the case of unaudited
consolidated quarterly statements, \ permitted by Form 10-Q of the Commission) applied on a
consistent basis during the periods ini,olved (except as may be indicated in the notes thereto) and
did not fairly present the consolidated financial position of Borden and its consolidated subsidiaries
as of the dates thereof and the consolidated results of their operations and cash flows for the periods
then ended (subject, in the case of unaudited quarterly statements, to normal year-end audit
adjustments);

(b) there shall be any United States or foreign statute, rule, regulation, decree, order or
injunction promulgated, enacted, entered into or enforced by any governmental entity, that
(i) restrains or prohibits the making or consummation of the Exchange Offer or the Merger or
restrains or prohibits the performance of the Merger Agreement or the Conditional
Purchase/Option Agreement, (ii) prohibits or materially limits the ownership or operation by the
Partnership or the Purchaser of all or any substantial portion of the business or assets of Borden or
any ofits subsidiaries or compels the Partnership or the Purchaser to dispose ofor to hold separate

all or any substantial portion of the business or assets of Borden or any of its subsidiaries, or
imposes any material limitation on the ability of the Partnership or the Purchaser to conduct such
business or own such assets or (iii) imposes material limitations on the ability of the Partnership or
the Purchaser (or any other affrliate of the Partnership or the Purchaser) to acquire or hold or to
exercise full rights of ownership of the Borden Shares, including, but not limited to, the right to
vote the Borden Shares acquired by the Purchaser on all matters properly presented to the
shareholders of Borden; provided, however, that the Partnership and the Purchaser shall have used

their best efforts to have any such decree, order or injunction vacated or reversed;

(c) any change shall have occurred since the date of the Merger Agreement in the business,
financial condition or results of operations of Borden or any of its subsidiaries which has had, or
would reasonably be expected to have, a Material Adverse Effect with respect to Borden, including,
without limitation, the commencement in respect of, or by, Borden of an involuntary, or voluntary,
proceeding under any applicable bankruptcy law, decree, order or any other case or proceeding
adjudging Borden a bankrupt or insolvent, or the condition ofBorden is such that it is unable to pay
all of its liabilities as such liabilities mature or has unreasonably small capital for conducting the
business theretofore or proposed to be conducted by it;

(d) there shall have occurred (and the adverse effect of such occurrence shall, in the
reasonable judgment of the Purchaser, be continuing) (i) any general suspension of trading in, or
limitation on prices for, securities on any national securities exchange or in the over-the-counter
market in the United States, (ii) any extraordinary or material adverse change in United States
financial markets generally, including, without limitation, a decline of at least 25Vo in either the
Dow Jones Average of Industrial Stocks or the Standard & Poor's 500 index from the date of the
Merger Agreement, (iii) a declaration of a banking moratorium or any suspension of payments in
respect of banks in the United States, (iv) any limitation (whether or not mandatory) by any
governmental entity, on, or any other event that would reasonably be expected to materially
adversely affect, the extension of credit by banks or other lending institutions, (v) a commencement
of a war or armed hostilities or other national or international calamity directly or indirectly
involving the United States (other than in Haiti) which would reasonably be expected to have a

Material Adverse Effect or materially adversely affect (or materially delay) the consummation of
the Exchange Offer or (vi) in the case of any of the foregoing existing at the time of commence-
ment of the Exchange Offer, a material acceleration or worsening thereof; or

(e) the Merger Agreement shall have been terminated in accordance with its terms or the
Exchange Offer shall have been amended or terminated with the consent of Borden.
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The foregoing conditions are for the sole benefit of the Partnership and the Purchaser and may be
asserted by the Partnership or the Purchaser regardless of the circumstances giving rise to any such
condition and may be waived by the Partnership or the Purchaser in whole or in part, provided, however,
that if the Purchaser shall have exercised the Option in whole or in part prior to the termination of the
Exchange Offer, the Purchaser shall not /e permitted to waive the Minimum Condition. The Partner-
ship's or the Purchaser's failure at any tfuhe to exercise any of the foregoing rights shall not be deemed a
waiver of any such right and each such right shall be deemed an ongoing right which may be asserted at
any time and from time to time.

The term "Material Adverse Effect" means, when used in connection with any person, any change
or effect that either individually or in the aggregate with all other such other changes or effects is
materially adverse to the business, financial condition or results of operations of such person and its
subsidiaries taken as a whole or adversely affects the ability of such person to consummate the
transactions contemplated by the Merger Agreement in any material respect.

The term "SEC Documents" means, with respect to any person, all reports, schedules, forms,
statements and other documents filed with the Commission by such person since January 1, 1990, in
each case including all exhibits and schedules thereto and documents incorporated by reference therein.

Material Tax Consequences

Certain Federal Income Tax Consequences. In the opinion of Simpson Thacher & Bartlett, the
following summary sets forth the material federal income tax consequences of the Exchange Offer and
the Merger to a Borden shareholder. The tax treatment of each Borden shareholder will depend in part
upon his particular situation. The discussion below applies to a Borden shareholder that is, for United
States federal income tax purposes, a citizen or resident of the United States, a corporation, partnership
or other entity created or organized in or under the laws of the United States or any political subdivision
thereof, or an estate or trust the income of which is subject to United States federal income taxation
regardless of its source. Moreover, the discussion below deals only with Borden Shares held as capital
assets and does not deal with persons in special tax situations, such as financial institutions, insurance
companies, broker-dealers, persons who are not citizens or residents of the United States, shareholders
who acquired their Borden Shares through the exercise of an employee stock option or otherwise as
compensation, and persons who received payments in respect of options to acquire Borden Shares. All
shareholders should consult with their ovm tax advisors as to the particular tax consequences of the
Exchange Offer and the Merger to them, including the applicability and effect of any state, local and
foreign tax laws.

The receipt of shares of Holdings Common Stock pursuant to the Exchange Offer or the Merger
will be a taxable transaction for federal income tax purposes and may also be a taxable transaction
under applicable state, local, foreign or other tax laws. A Borden shareholder will recognize gainor loss
for federal income tax purposes in an amount equal to the difference between the fair market value of
the consideration received (including cash received in lieu of fractional shares) and such shareholder's
adjusted tax basis in the Borden Shares. The fair market value of the Holdings Common Stock will be
the mean between the high and the low trading prices on the NYSE Composite Tape on the date the
Purchaser accepts such Borden Shares for exchange pursuant to the Exchange Offer or the effective
date of the Merger, as the case may be. For federal income tax purposes, such gain or loss will be a
capital gain or loss, and a long-term capital gain or loss if such shareholder's holding period is more than
one year as of the date the Purchaser accepts such Borden Shares for exchange pursuant to the
Exchange Offer or the effective date of the Merger, as the case may be. There are limitations on the
deductibility of capital losses. The exchange of Borden Shares for shares of Holdings Common Stock
pursuant to the Exchange Offer or the Merger may also have tax consequences under applicable state,
local, foreign or other tax laws.
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A Borden shareholder will have a tax basis in the shares of Holdings Common Stock received
pursuant to the Exchange Offer or the Proposed Merger equal to the fair market value of such shares as
of the date the Purchaser accepts such Borden Shares for exchange pursuant to the Exchange Offer or
the effective date of the Me{ger, as the case may be, and a new holding period for such shares will
commence on the day after qrch date.

New York Real Estate Transfer Taxes. The New York State Real Property Transfer Gains Tax,
the New York State Real Estate Transfer Tax and the New York City Real Property Transfer Tax
(collectively, the "Real Estate Transfer Taxes") are imposed on the transfer or acquisition, directly or
indirectly, of controlling interests in an entity which owns interests in real property located in New York
State or New York City, as the case may be. The Exchange Offer and the Merger will result in the
taxable transfer of controlling interests in entities which own New York State or New York City real
property for purposes of the Real Estate Transfer Taxes. Although any Real Estate Transfer Taxes
could be imposed directly on the shareholders of Borden, Borden will complete and file any necessary
tax returns, and Borden will pay all Real Estate Transfer Taxes that are imposed as a result of the
Exchange Offer and the Merger. Upon receipt of the consideration for either the Exchange Offer or the
Merger, each shareholder of Borden will be deemed to have agreed to be bound by the Real Estate
Transfer Tax returns filed by Borden.

Fees ard Expenses of the Exchange Offer and Source of Furds

Morgan Stanley is acting as the Purchaser's financial advisor in connection with the proposed
acquisition of Borden Common Stock and as Dealer Manager for the Exchange Offer. In connection
with such services, the Purchaser has agreed to pay to Morgan Stanley an advisory fee (based on the
time and effort expended by Morgan Stanley in connection with the transaction) estimated to be
between $200,000 and $300,000, a fee of $3 million payable upon commencement of the Exchange
Offer (against which the advisory fee will be credited) and a successful transaction fee of up to $7.95
million (against which both the advisory fee and the Exchange Offer commencement fee will be
credited) based on the aggregate value of the consideration exchanged for Borden Shares in the
transaction. The successful transaction fee will become payable in the event that the Purchaser acquires
more than 5l7o of the Borden Shares (pursuant to the Exchange Offer, the Merger or otherwise). In
addition, the Purchaser has agreed to reimburse Morgan Stanley for its reasonable out-of-pocket
expenses, including fees and expenses ofits legal counsel, in connection with the provision ofits financial
advisory services to the Purchaser and the Exchange Offer, and has agreed to indemnify Morgan
Stanley against certain liabilities and expenses relating to, arising out of or in connection with its
engagement, including certain liabilities under the federal securities laws.

The Purchaser has retained D.F. King & Co., Inc. to act as the Information Agent and First
Chicago Trust Company of New York to act as the Exchange Agent in connection with the Exchange
Offer. The Information Agent may contact holders of shares of Borden Common Stock by mail,
telephone, telex, telegraph and personal interviews and may request brokers, dealers and other nominee
shareholders to forward materials relating to the Exchange Offer to beneficial owners. The Information
Agent and the Exchange Agent each will receive reasonable and customary compensation for their
respective services, will be reimbursed for certain reasonable out-of-pocket expenses and will be
indemnified against certain liabilities in connection therewith, including certain liabilities under the
federal securities laws. Neither the Information Agent nor the Exchange Agent has been retained to
make solicitations or recommendations in their respective roles as Information Agent or Exchange
Agent.

The Purchaser will not pay any fees or commissions to any broker or dealer or any other person for
soliciting tenders of shares of Borden Common Stock pursuant to the Exchange Offer. Brokers, dealers,
commercial banks and trust companies will, upon request, be reimbursed by the Purchaser for
reasonable and necessary costs and expenses incurred by them in forwarding materials to their
customers.
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The consideration to be provided to Borden's shareholders pursuant to the Exchange Offer and the
Merger will be shares of Holdings Common Stock currently owned by the Common Stock Partnerships.
Certain fees and expenses of the Partnership and the Purchaser in connection with the Transactions will
be paid by Borden pursuant to the Merger Agreement or by the Partnership and/or KKR, from
internally generated funds. See "Descr)1gt-ron of Merger Agreement and Conditional Purchase/Option
Agreement-Merger Agreement."

Pursuant to the Registration Rights Agreement, Holdings will pay certain expenses incident to the
registration of the Holdings Common Stock to be exchanged for Borden Common Stock, including
filing fees.

Pursuant to an Indemnification Agreement, each of Holdings, Borden and the Partnership and the
Purchaser have agreed to indemnify the other parties for certain liabilities under the Securities Act and
the Exchange Act with respect to certain information furnished by such parties to the others in
connection with the preparation of the Registration Statement and this Offering Circular/Prospectus.

Certain Regulatory Approrals ard Legal Matters

General

Except as set forth below, neither the Purchaser nor the Partnership is aware of any governmental
licenses or other regulatory permits that appear to be material to the business of Borden and its
subsidiaries, taken as a whole, that might be adversely affected by the Purchaser's acquisition of Borden
Shares (and ghe indirect acquisition of the stock ofBorden's subsidiaries) as contemplated herein, or of
any filings, approvals or other actions by or with any domestic (federal or state), foreign or suprana-
tional governmental authority or administrative or regulatory agency that would be required prior to the
acquisition of Borden Shares (or the indirect acquisition of the stock of Borden's subsidiaries) by the
Purchaser pursuant to the Exchange Offer as contemplated herein. Should any such approval or other
action be required, it is the Purchaser's present intention to seek such approval or action. The Purchaser
does not presently intend, however, to delay the exchange of Borden Shares tendered pursuant to the
Exchange Offer pending the receipt of any such approval or the taking of any such action (subject to the
Purchaser's right to delay or decline to exchange Borden Shares if any of the conditions described under
"-Qs113in Conditions of the Exchange Offer" shall have occurred). There can be no assurance that
any such approval or other action, if needed, would be obtained without substantial conditions or that
adverse consequences might not result to the business of Borden, the Partnership or the Purchaser or
that certain parts of the businesses of Borden, the Partnership or the Purchaser might not have to be
disposed of or held separate or other substantial conditions complied with in order to obtain such
approval or other action or in the event that such approval was not obtained or such other action was not
taken, any of which could cause the Purchaser to elect to terminate the Exchange Offer without the
exchange of the Borden Shares thereunder. In the Merger Agreement, Borden has agreed to make any
and all divestitures or undertakings required by the FTC, the Antitrust Division or any other applicable
governmental entity in connection with the Transactions, which divestitures in each case shall be
reasonably acceptable to the Partnership and the Purchaser, provided that certain conditions are met.
See "Description of Merger Agreement and Conditional Purchase/Option Agreement-Merger
Agreement."

State Takeover Laws

A number of states (including New Jersey, where Borden is incorporated) have adopted takeover
laws and regulations which purport, to varying degrees, to be applicable to attempts to acquire securities
of corporations which are incorporated in such states or which have, or whose business operations have
substantial economic effects in such states, or which have substantial assets, security holders, principal
executive offices or principal places of business therein. However, in 1982, the Supreme Court of the
United States, in Edgar v. Mite Corp., invalidated on constitutional grounds the Illinois Business
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Takeovers Act, which, as a matter of state securities law, made takeovers of corporations meeting
certain requirements more difficult, and the reasoning in such decision is likely to apply to certain other
state takeoverstatutes. In 198}-hewever, in CTS Corp. v. Dynamics Corp. of America,the Supreme
Court of the United States held that the State of Indiana could, as a matter of corporate law and, in
particular, those aspects of corporate law concerning corporate governance, constitutionally disqualify a
potential acquiror from voting on the affairs of a target corporation without the prior approval of the
remaining stockholders, provided that such laws were applicable only under certain conditions. Subse-
quently, in TLX Acquisition Corp. v. Telex Corp., a federal district court in Oklahoma ruled that the
Oklahoma takeover statutes were unconstitutional insofar as they applied to corporations incorporated
outside of Oklahoma in that they would subject such corporations to inconsistent regulations. Similarly,
in Tyson Foods, Inc. v. McReynolds, a federal district court in Tennessee ruled that four Tennessee
takeover statutes were unconstitutional as applied to corporations incorporated outside Tennessee. This
decision was affirmed by the United States Court of Appeals for the Sixth Circuit. In December 1988, a
federal district court in Florida held in Grand Metopolitan PLC v. Butterworth that the provisions of
the Florida Affiliated Transactions Act and the Florida Control Share Acquisition Act were unconstitu-
tional as applied to corporations incorporated outside of Florida.

Under New Jersey law, a publicly-traded New Jersey corporation with its principal executive
offices or significant business operations located in New Jersey is prohibited from consummating a

business combination with an interested shareholder for a period of five years unless the business
combination is approved by the board of directors prior to the date the shareholder became interested.
In addition, after the five-year period a New Jersey corporation may not engage in a business
combination witli an intelested shareholder unless eithei (i) tlie business combination ii approved by the
board of directors prior to the date the shareholder became an interested shareholder or (ii) the business
combination is approved by the holders of two-thirds of the voting stock not held by the interested
shareholder or (iii) subject to certain other requirements, the consideration per share received in the
business combination is at least equal to the greater of (x) the highest price per share of the same class
paid by the interested shareholder in the five years prior to either the announcement of the business
combination or the date at which the interested shareholder became such, whichever results in a higher
price, and (y) the market price on either the date the business combination is announced or on the date
the interested shareholder first became such, whichever is higher. New Jersey law defines "interested
shareholder" as a person beneficially owning l07o or more of the outstanding voting stock of the
corporation. Because Borden's Board of Directors approved the Merger Agreement and the transac-
tions contemplated thereby prior to the Purchaser attaining the status of an "interested shareholder,"
the Merger may be effected prior to the expiration of the five year waiting period provided in the New
Jersey business combination statutes. See "Description of Merger Agreement and Conditional
Purchase/Option Agreement-Merger Agreement-Merger" for a discussion of certain limitations on
business combinations between the Partnership (and its affiliates) and Borden under certain circum-
stances. See "Comparison of Rights of Holders of Borden and Holdings Common Stock."

Except as described herein, the Purchaser has not attempted to comply with any state takeover
statutes in connection with the Exchange Offer. The Purchaser reserves the right to challenge the
validity or applicability of any state law allegedly applicable to the Exchange Offer and nothing in this
Offering Circular/Prospectus nor any action taken in connection herewith is intended as a waiver of
that right. In the event that any state takeover statute is found applicable to the Exchange Offer, the
Purchaser might be unable to accept for exchange or exchange for Borden Shares tendered pursuant to
the Exchange Offer or be delayed in continuing or consummating the Exchange Offer. In such case, the
Purchaser may not be obligated to accept for exchange, or exchange for, any Borden Shares tendered.
$gs "-Qsltain Conditions of the Exchange Offer."

Antitrust

Under the HSR Act and the rules that have been promulgated thereunder by the FTC, certain
acquisition transactions may not be consummated unless certain information has been furnished to the
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Antitrust Division and the FTC and certain waiting period requirements have been satisfied. The
acquisition of Borden Shares pulsuant to the Exchange Offer is subject to such requirements.

The Partnership filed o, S"ptlBd, lg,lgg4with the FTC and the Antitrust Division a Premerger
Notification and Report Form in connection with the exchange of Borden Shares pursuant to the
Exchange Offer. Under the provisions of the HSR Act applicable to the Exchange Offer, the exchange

of Borden Shares pursuant to the Exchange Offer was not permitted to be consummated until the

expiration of a 30-calendar day waiting period following the filing by the Partnership. Accordingly, the

waiting period under the HSR Act applicable to such exchange of Borden Shares pursuant to the

Exchange Offer was to expire at 11:59 P.M., New York City time, on October 19,1994, unless extended

by a request from the FTC or the Antitrust Division for additional information or documentary material
prior to its expiration. On October t9,1994, the FTC requested additional information and documen-

tary material from the Partnership and the Partnership responded to such request on November 4,

1994. The waiting period was terminated by the FTC effective at 11:59 P.M., New York City time, on

November 17, L994.

The FTC and the Antitrust Division frequently scrutinize the legality under the antitrust laws of
transactions such as the proposed acquisition of Borden Shares by the Purchaser pursuant to the

Exchange Offer. At any time before or after the exchange by the Purchaser of Borden Shares pursuant

to the Exchange Offer, the FTC and the Antitrust Division could, notwithstanding termination of the
waiting period, take such action under the antitrust laws as it deems necessary or desirable in the public
interest, including seeking to enjoin the exchange of Borden Shares pursuant to the Exchange Offer or
seeking the divestiture of Borden Shares acquired by the Purchaser or the divestiture of substantial
assets of Holdings, the Partnership, its subsidiaries or Borden. Private parties and state attorneys
general may also bring legal action under federal or state antitrust laws under certain circumstances.
Based upon an examination of publicly available information relating to the businesses in which
Holdings, the Partnership and its subsidiaries and Borden and its subsidiaries are engaged, the

Partnership and the Purchaser believe that the Exchange Offer will not violate the antitrust laws.

Nevertheless, there can be no assurance that a challenge to the Exchange Offer on antitrust grounds will
not be made or, if such a challenge is made, of the result. $ss "-Qsltain Conditions of the Exchange
Offer" for a discussion of certain conditions of the Exchange Offer, including conditions with respect to
litigation.

In the Merger Agreement, Borden has agreed to make any and all divestitures or undertakings
required by the FTC, the Antitrust Division or any other applicable governmental entity in connection
with the Transactions, which divestitures in each case shall be reasonably acceptable to the Partnership

and the Purchaser, provided that certain conditions are met. See "Description of Merger Agreement
and Conditional Purchase/Option Agreement-Merger Agreement."

New Jersey Industrial Site Recovery Act

The New Jersey Industrial Site Recovery Act (formerly known as the Environmental Cleanup
Responsibility Act, or "ECRA") and the implementing regulations thereunder (collectively "ISRA")
subjects the "transfer" of an "industrial establishment" in New Jersey to various requirements
concerning the identification of certain environmental matters and their remediation. Requirements
include the timely submission to the New Jersey Department of Environmental Protection (the
"NJDEP") of detailed information about environmental matters at the industrial establishment. The
NJDEP may also require additional investigation of environmental conditions at the industrial estab-
lishment, the development of an NJDEP-approved cleanup plan to address environmental conditions,
and the implementation of the plan, along with a financial guarantee, such as a surety bond, self
guarantee or a letter of credit, of the implementation of the cleanup plan. Under specified conditions,
the NJDEP may defer actual implementation of the cleanup plan if the entity acquiring control of the
industrial establishment is certified to have the financial ability to implement the plan.
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Under ISRA, the acquisition of a controlling stock interest in a company which is the owner or
operator of an industrial gstablishment is generally a "transfer" subject to ISRA.

Borden has certain fu")'rTies located in New Jersey. If these facilities are industrial establishments
subject to ISRA, the acquisition of more than a majority of the outstanding Borden Shares by the
Purchaser pursuant to the Exchange Offer may constitute a "transfer" subject to ISRA.

After consummation of the Exchange Offer and after the Purchaser has reviewed the nature and
extent of Borden's operations in New Jersey and consulted with counsel, the Purchaser will determine
whether any of Borden's properties are establishments subject to ISRA and, if so, the Purchaser will
comply, or seek to cause Borden to comply, with ISRA in the time frame set forth in ISRA. See
"-Qs1[6i11 Conditions of the Exchange Offer."

Connecticut Environmental Transfer Law

The Connecticut Transfer Act, Conn. Gen. Stat. $$22a-t34 et seq. (the "CTA"), requires that
prior to the transfer of ownership of an establishment subject to the CTA, the transferor must submit a

"Negative Declaration" to the transferee stating (i) that there has been no spillage or discharge of
hazardoui waste on the property or that any such spillage or discharge has been cleaned up according to
the procedures and requirements of the Connecticut Department of Environmental Protection (the
"CDEP") and (ii) that any hazardous waste remaining on-site is being managed in accordance with all
applicable regulations. If the transferor cannot submit a "Negative Declaration," the transferee or
another party to the transfer must certify to the Commissioner of the CDEP that such transferee or
other party will contain or otherwise mitigate the effects of any spillage or discharge in accordance with
the procedures and timetable approved by the Commissioner pursuant to an order or consent decree.
Borden operates certain facilities in Connecticut. The Purchaser will seek to determine whether any of
Borden's properties are establishments subject to the CTA and, if so, the Purchaser will comply, or seek
to cause Borden to comply, with the CTA as promptly as practicable following consummation of the
Exchange Offer. See "-Certain Conditions of the Exchange Offer."

EEA Merger Regulation

Borden conducts substantial operations within the European Economic Area ("EEA") and certain
of the individual member states of the EEA. Regulation (EEC) No. 4064/89 (the "Merger Regula-
tion") and Article 57 of the EEA Agreement require that notices of concentrations with a "Community
dimension" be provided to the European Commission for review and approval for compatibility with the
common market prior to being put into effect. The Exchange Offer would be deemed to have a

"Community dimension" if the combined aggregate worldwide consolidated annual revenues of both
the Partnership and Borden exceed ECU 5 billion, if the Community-wide annual revenues of each of
the Partnership and Borden exceed ECU 250 million, and if both the Partnership and Borden do not
receive more than two-thirds of their respective Community-wide revenues from one and the same
member state. The Purchaser believes that the Exchange Offer may be considered to have a "Commu-
nity dimension." If the Exchange Offer falls within the Merger Regulation, the European Commission,
as opposed to individual member states, has exclusive jurisdiction to review it, subject to certain
exceptions. The Purchaser filed the required notifications on October 24, 1994.

Under the Merger Regulation, a concentration that meets the foregoing criteria requires the filing
of a notification in a prescribed form with the European Commission. As indicated above, this filing was
made on October 24,1994. Transactions subject to the filing requirements of the Merger Regulation are
suspended automatically until three weeks after receipt of the notification. The European Commission
may extend the suspension period for such period as it finds necessary to make a final decision on the
legality of the transaction. In the case of a public bid, the bidder may acquire shares of the target
company during the suspension period, but may not vote such shares until after the end of the period
unless the European Commission grants permission to do so in order to maintain the full value of the
bidder's investment.
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The European Commission must decide whether to initiate proceedings within one month after the
receipt of the notification, subject to certain extensions for holidays or if an individual member state has
requested a referral of the transaction (or part of it) to itself. If proceedings are initiated, the European
Commission must reach a decision in the proceedings within four months of the commencement of the
proceedings. If the European Commission fails to reach a decision within either of these time periods the
transaction will be deemed to be compatible with the common market.

If the European Commission declares the Exchange Offer to be not compatible with the common
market, it may prevent the consummation of the transaction, order a divestiture if the transaction has
already been consummated or impose conditions or other obligations. In the event that the transaction is
found not to be subject to the Merger Regulation, various national merger control regimes of the
member states of the EEA may apply, resulting in the possibility that approvals may be necessary from
the various national authorities.

There can be no assurarlce that a challenge to the Exchange Offer will not be made pursuant to the
Merger Regulation or, alternatively, pursuant to the merger regulations of one or more of the various
member states, or, if such a challenge is made, what the outcome will be. $ss "-Qsltain Conditions of
the Exchange Offer."

Investment Canada Act

The Investment Canada Act (the "ICA") requires certain "non-Canadian" persons (as defined in
the ICA) that wish to acquire "control" (as defined in the ICA) of a "Canadian business" (as defined in
the ICA) to file either a notification or an application for review with a Canadian governmental agency
known as Investment Canada. Whether such an acquisition is reviewable or only requires notification
depends on various factors, including the size of the parties and the nature of the Canadian business
being acquired. The Exchange Offer and Merger only require notification under the ICA and the
Purchaser intends to submit a notice within the requisite time period. $ss "-Qsltain Conditions of the
Exchange Offer."

Canadian Pre- M erger N otification Requirements

Certain provisions of Canada's Competition Act require pre-notification to the Director of Investi-
gation and Research appointed under the Competition Act (the "Canadian Director") of significant
corporate transactions, such as the acquisition of a large percentage of the stock of a public company
which has Canadian operations, or a merger or consolidation involving such an entity. Pre-notification is
generally required with respect to transactions in which the parties to the transactions and their
affrliates have assets in Canada, or annual gross revenues from sales in, from or into Canada, in excess of
Cdn. $400 million and which involve the direct or indirect acquisition of an operating business, the value
of the assets ofwhich, or the gross revenues from sales in or from Canada generated from these assets,
exceed Cdn. $35 million per year. For transactions subject to the notification requirements, notice must
be given seven or 2l days prior to the completion of the transaction depending on the information
provided to the Canadian Director. The Canadian Director may waive the waiting period. After the
applicable waiting period expires or is waived, the transaction may be completed. If the Canadian
Director determines that the proposed transaction prevents or lessens, or is reasonably likely to prevent
or lessen, competition substantially in a definable market, the Canadian Director may apply to thc
Competition Tribunal, a special purpose Canadian tribunal, to, among other things, require the
disposition of the Canadian assets acquired in such transaction. The Purchaser has filed the required
notice and has provided information with respect to its proposed acquisition with the Canadian Director
and has observed the applicable waiting period. In addition, the Purchaser has obtained from the
Canadian Director a non-binding letter to the effect that, based on available information, he would not
have sufficient grounds on which to apply to the Competition Tribunal for a review of the Exchangc
Offer or Merger on the basis that it would prevent or lessen, or be likely to prevent or lessen, competition
substantially. $ss "-Qsltain Conditions of the Exchange Offer."
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Other Foreign Approvals \-
Borden also owns property and conducts business in a number of other foreign countries and

jurisdictions. In connection with the acquisition of the Borden Shares pursuant to the Exchange Offer,
the laws of certain of those foreign countries and jurisdictions, including, without limitation, Australia,
may require the filing of information with, or the obtaining of the approval of, governmental authorities
in such countries and jurisdictions. The governments in such countries and jurisdictions might attempt
to impose additional conditions on Borden's operations conducted in such countries and jurisdictions as

a result of the acquisition of the Borden Shares pursuant to the Exchange Offer. There can be no

assurance that the Purchaser will be able to cause Borden or its subsidiaries to satisfy or comply with
such laws or that compliance or non-compliance will not have adverse consequences for Borden or any
subsidiary after purchase of the Borden Shares pursuant to the Exchange Offer.

Perding Litigation

Litigation Against Holdings. Six putative class and derivative actions have been filed by purported
Holdings shareholders in the Court of Chancery of the State of Delaware in and for New Castle County
against the members of the Holdings Board of Directors, KKR, and Holdings challenging the proposed
acquisition by Holdings of an interest in Borden. These actions, encaptioned Mushalav. Greeniaus, et
al., C.A. No. 13738; Lffier v. Greeniaus, et al., C.A. No. 13751; Schreiber, et al., v. Greeniaus, et al.,
C.A. No. 13749; Malloy v. Greeniaus, et al., C.A. No. 13748; Schwartz v. Greeniaus, et al., C.A.
No. 13758; and Alessi v. Greeniaus, et al., C.A. No. 13750 (collectively, the "Class and Derivative
Complaints"), allege, among other things, that the "agreement for [Holdings] to purchase a20Vo slake
in Borden is manifestly unfair" to Holdings' shareholders and constitutes a breach of fiduciary duty in
that (i) the price paid by Holdings for its Borden stake is inflated because it includes a "control
premium" and (ii) the issuance of "new [Holdings] common stock will substantially dilute the cash
value and shareholdings of the non-controlling public stockholders of [Holdings]." The Class and
Derivative Complaints also allege that the proposed acquisition of a stake in Borden "serves no

corporate interest of [Holdings], but rather serves to facilitate KKR's acquisition of Borden while
ensuring KKR's continued control of [Holdings]," and constitutes corporate waste. The Class and
Derivative Complaints seek preliminary and permanent relief, including declaratory relief, a prelimi-
nary injunction, rescission, damages and attorneys' fees.

An additional putative class and derivative action, encaptioned Debora v. Greeniaus, et al., C.A.
No. 13755, has also been brought in the Court of Chancery of the State of Delaware in and for New
Castle County by a purported holder of Holdings' Series A Preferred Stock. The Debora action names
the same defendants and contains the same allegations and prayers for relief as the Class and Derivative
Complaints.

A putative shareholder's derivative complaint, encaptioned Shingala v. Harper, et a/., C.A. No.
13739, has been filed in the Court of Chancery of the State of Delaware in and for New Castle County
by a putative Holdings shareholder against Borden, Holdings and members of the Board of Directors of
Holdings alleging that the proposed acquisition by Holdings of a stake in Borden constitutes a breach of
the fiduciary duty of loyalty of Holdings' Board of Directors. The Shingala complaint alleges that the
purpose of the Borden transaction is "solely to benefit KKR," "serves no legitimate business purpose of
[Holdings]" and that Holdings "has been required to participate in the transaction" due to "KKR's
domination and effective control of the Holdings Board." The Shingala complaint further alleges that
the investment by Holdings in Borden "makes it less likely that Holdings will be in position to
restructure itself to divide its tobacco and food operations" to the "detriment" of Holdings, and that the
price paid by Holdings for its Borden shares is inflated. The Shingala complaint seeks an injunction of
the Borden transaction, damages, and attorneys' fees.

An additional putative shareholder's derivative complaint, encaptioned Kahn v. Kohlberg Kravis
Roberts & Co., et al., C.A. No. 13767, has also been filed in the Court of Chancery of the State of
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Delaware in and for New Castle County by a purported holder of common stock and depositary shares
representing la share of Series A Preferred Stock of Holdings. This action is against KKR, KKR
Associates, Holdings and members of the Holdings Board of Directors who are also directors of KKR
and alleges, among other things, breach of an investment banking services contract between KKR and
Holdings, breach of fiduciary duty and waste of corporate assets. The Kahn complaint alleges that "the
right to purchase Borden was a corporate opportunity" belonging to Holdings and the "failure of KKR
and the KKR directors to offer the above described corporate opportunity to [Holdings] constitutes a

violation of fiduciary duty." The complaint further alleges that KKR was required to acquire Borden
for Holdings "[b]y reason of the Services Contract and KKR's fiduciary duty to [Holdings] resulting
therefrom and from KKR's position as the Company's management, financial and investment adviser"
and therefore KKR violated "contractual and fiduciary duties" to Holdings by failing to offer Borden to
Holdings. The complaint seeks declaratory relief, an accounting, damages, expenses and attorneys'
fees.

On October 25, lgg4, the Court of Chancery signed an order consolidating the nine actions
described above for all purposes.

Holdings believes that the ultimate outcome of the litigation described above should not have a
material adverse effect on Holdings' financial condition or results of operations.

Litigation Against Borden. Twelve putative class actions have been filed by purported Borden
shareholders in New Jersey and Ohio state courts against Borden, members of its Board and, in five of
the New Jersey cases, KKR. These actions, encaptioned Kohnstamm v. Borden, Inc., et al., C-257-94;
Hartman v. Borden, Inc., et al,, 94-CY-H09-6306; Jaroslawicz v. Borden, lrrc., et al., 94-CY-H09-
6654; Lubin, et al., v. Borden, Inc., et al., C-139-94; Weiss, et al;, v. Borden, Inc., et al,, C-138-94;
Stepak v. Borden, Inc., et al., C-142-94; Strougo, et al., v. Borden, Inc., et al.; Krim v. Borden, Inc., et
al., C-l4I-94; Peterson, et al., v. Borden, Inc., et al., C-143-94; Marcus v. Borden, Inc., et al., C-149-
94; Dwyer v. Borden, Inc., et al., C-152-94; and Pittman Neurosurgical P.A., et al. v. Borden, Inc., et
al., C-158-94 (collectively, the "Class Complaints"), allege, among other things, that Borden is being
sold at too low a price, and that Borden's directors have breached their fiduciary duties by failing to
"auction" Borden and by "locking up" a transaction that is not in the best interests of shareholders.
KKR is alleged to have aided and abetted these breaches of fiduciary duty. The Class Complaints seek
preliminary and permanent relief, including a preliminary injunction, damages in an unspecified
amount and attorneys' fees.

On November 4, 1994, the Superior Court of the State of New Jersey in Mercer County
consolidated all pending New Jersey actions into one action in Mercer County under Docket No. C- 1 39-
94. The Ohio cases, Hartrnan v. Borden, Inc., et al., 94-CY-HO9-6306 and Jaroslawiczv. Borden, Inc.,
et al., 94 CV-H09-6654, have been stayed pursuant to a court order pending resolution of the New
Jersey consolidated action.

Borden has also been named as a defendant in a putative shareholder derivative action, encaptioned
Shingala v. Harper, et al., C.A. No. 13739, filed against Holdings in the Court of Chancery of the State
of Delaware. $ss "-psnding Litigation-Litigation Against Holdings."

Borden believes that the ultimate outcome of the litigation described above should not have a
material adverse effect on Borden's financial condition or results of operations.
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DESCRIPTION OF MERGER AGREEMENT ANI)
CONDITIONAL PURCHASE/OPTION AGREEMENT

The following are summaries of certain provisions of the Merger Agreement and the Conditional
Purchase/Option Agreement, which are filed as exhibits to the Registration Statement of which this
Offering Circular/Prospectus is a part and are incorporated herein by reference. Such summaries
include the material terms of such agreements but are not necessarily complete and are qualified in their
entirety by reference to such exhibits.

Merger Agreement

Exchange Offer. Pwsuant to the Merger Agreement, on the terms and subject to the conditions
described herein under "-The Exchange Offer," the Partnership and the Purchaser have agreed to
commence the Exchange Offer as soon as reasonably practicable following the effectiveness of the
Registration Statement of which this Offering Circular/Prospectus is a part. Without the written
consent of Borden, the Purchaser may not decrease the number of Borden Shares being sought in the
Exchange Offer, change the form of consideration payable in the Exchange Offer (other than by adding
consideration), add additional conditions to the Exchange Offer or make any other change in the terms
or conditions of the Exchange Offer which is adverse to the holders of Borden Shares, except that a
waiver by the Purchaser of any condition in whole or in part at any time and from time to time in its
discretion will not be deemed to be materially adverse to any holder of Borden Shares. If the Purchaser
shall have exercised the Option in whole or in part prior to the termination of the Exchange Offer, the
Purchaser may not waive the Minimum Condition. The Purchaser has agreed with Borden that upon
the request of Borden (and without limiting the number of times that the Purchaser may extend the
Exchange Offer, or the total number of days for which the Exchange Offer may be extended), the
Purchaser will extend the Exchange Offer, one or more times, for an aggregate of not more than twenty
business days. See "The Exchange Offer-Certain Conditions of the Exchange Offer."

In accordance with the Merger Agreement, Borden has approved of and consented to the Exchange
Offer and represented and warranted that (a) its Board of Directors has (i) determined that the Merger
Agreement and the Conditional Purchase/Option Agreement and the transactions contemplated
thereby, including the Exchange Offer and the Merger, taken together, are fair to the shareholders of
Borden, and resolved to recommend that holders of Borden Shares (A) accept the Exchange Offer,
(B) tender their Borden Shares to the Purchaser, and (C) if required by applicable law, approve and
adopt the Merger Agreement and the Merger (collectively, the "Recommendations") and (ii) approved
the Merger Agreement and the Conditional Purchase/Option Agreement and the transactions contem-
plated thereby, and that such approval constitutes approval of the Merger Agreement and the
Conditional Purchase/Option Agreement and the transactions contemplated thereby for purposes of
Sections l4A:10A-4 and 14A:10A-5 of the NJBCA and Article VIII of Borden's Restated Certificate of
Incorporation (the "Charter") (relating to the approval requirements for certain business combina-
tions) and renders inapplicable certain change in control provisions of certain debt securities and loan
documents of Borden and its subsidiaries and (b) Borden's financial advisors have delivered to the Board
of Directors of Borden their respective written opinions to the effect that, as of September 22, 1994, the
consideration to be received by holders of Borden Shares pursuant to each of the Exchange Offer and
the Merger was fair to such holders from a financial point of view. Borden has agreed, subject to certain
exceptions described below under "-\[s Solicitation," not to change the Recommendations unless the
average of the average of the high and the low sales prices of the Holdings Common Stock as reported
on the NYSE Composite Tape for the Valuation Period is less than the price per share that would yield
an Exchange Ratio of 2.375 or less (without giving effect to the limitation regarding the minimum and
maximum Exchange Ratio pursuant to the definition thereof). Borden will not have any right to
terminate the Merger Agreement as a result of any such change in the Recommendations and
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notwithstanding any such change in the Recommendations, Borden will continue to be bound by its
representations and warranties and covenants contained in the Merger Agreement (except representa-
tions and warranties and covenants with respect to the Recommendations), including, without limita-
tion, those with respect to the Rights Agreement, antitrust approvals and divestituris (provided that
following receipt of such approvals the Purchaser purchases at least 28, 138,000 Borden Shires), Article
vIII of the charter and sections 14A:10A-4 and 14A:l0A-5 of the NJBCA.

According to the Merger Agreement, to the knowledge of Borden after due inquiry, all the
directors of Borden intend to tender their Borden Shares pursuant to the Exchange Offer or to vote their
Borden Shares in favor of approval and adoption of the Merger and the Merger Agreement at the
shareholders' meeting in respect thereof, if any.

The Purchaser has reserved the right to transfer or assign, in whole or from time to time in part, to
one or more affiliates, the right to exchange all or any portion of the Borden Shares tendered pursuant to
the Exchange Offer, but any such transfer or assignment will not relieve the Purchaser of its obligations
pursuant to the Exchange Offer and will in no way prejudice the rights of tendering shareholders to
exchange for Borden Shares validly tendered and accepted for exchange pursuant to the Exchange
Offer. According to the Merger Agreement, it is presently contemplated that the right of the purchasir
to exchange for shares of Borden Common Stock pursuant to the Exchange Offer and the right of the
Purchaser to exercise the Option will be assigned to the Partnership or to a direct or indirect wholly
owned subsidiary of the Partnership, which may, in any such case, act for itself and/or as agent for one
or both of the Common Stock Partnerships, as the case may be.

The Merger Agreement provides that, if requested by the Partnership, Borden will, following the
acceptance for exchange of the Borden Shares to be exchanged pursuant to the Exchange Offer and/or
the purchase of the Option Shares in accordance with the Conditional Purchase/Option Agreement,
and from time to time thereafter, take all actions necessary to cause the Applicable Percentage of
directors (and of members of each committee of the Board of Directors) (rounded in each case to the
next highest director or member) of Borden selected by the Partnership to consist of persons designated
or elected by the Partnership (whether, at the election of Borden, by means of increasing the size of the
board of directors or seeking the resignation of directors and causing the Partnership's designees to be
elected); provided that, if the Purchaser has acquired at least 28,138,000 Borden Shares, the Applicable
Percentage shall not be less than 33/z%o.

Following the election or appointment of the Partnership's designees as described in the preceding
paragraph and prior to the effective time of the Merger, any amendment by Borden or termination by
Borden of the Merger Agreement or the Conditional Purchase/Option Agreement, extension by Borden
for the performance or waiver of the obligations, conditions or other acts of the Partnership or the
Purchaser or waiver by Borden of its rights under the Merger Agreement or the Conditional
Purchase/Option Agreement, will require the concurrence of a majority of directors of Borden then in
office who are not affiliated with the Partnership or the Purchaser or selected by the Partnership for
appointment or election to the board of directors of Borden ("Independent Borden Directors").

Merger. Pursuant to the Merger Agreement, if approval of Borden's shareholders is required by
applicable law in order to consummate the Merger, provided that the Minimum Condition is satisfied
without being reduced or waived, following the acceptance for exchange of Borden Shares pursuant to
the Exchange Offer, Bgrden, acting through its Board of Directors, will, in accordance with applicable
law, as soon as practicable following the expiration or termination of the Exchange Offer: duly ii[, give
notice of, convene and, subject to the right of the parties to delay a special meeting under certain
circumstances described in the Merger Agreement, hold the Borden Shareholders' Meeting for the
purpose of considering and taking action upon the Merger Agreement and the Merger and use its best
efforts to obtain the necessary approval by its shareholders of the Merger Agreement and the
hansactions contemplated thereby, including the Merger.
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In the Merger Agreement, Borden has agreed that (a) its obligations described in the preceding
paragraph (including, without limitation, the obligation to submit the Merger Agreement and the
Merger to a vote of Borden's shareholders) will not be affected by the withdrawal or modification of the
Recommendations (but there shall be no obligation of the Board of Directors of Borden to continue the
Recommendation that shareholders approve and adopt the Merger Agreement and the Merger) and (b)
(i) if the Merger is not approved by the shareholders of Borden following the acceptance for exchange of
Borden Shares pursuant to the Exchange Offer or the purchase of Borden Shares pursuant to the
Conditional Purchase/Option Agreement or (ii) if the Merger is not submitted to the shareholders of
Borden but the Purchaser has acquired at least 28,138,000 Borden Shares, the approval of the
transactions contemplated by the Merger Agreement, including the Exchange Offer and the Merger, by
the Board-of Directors of Borden shall constitute, solely for the purposes of Sections 14A:10A-4 and
14A:l0A-5 of the NJBCA and, to the extent that there are no Continuing Directors (as defined in the
Charter), Article VIII of the Charter, an approval of any future "Business Combination" (as defined in
Section l4A:10A-3 of the NJBCA and Article VIII of the Charter) between Borden and the Partner-
ship or any affiliate thereof, provided that (x) such "Business Combination" is approved by a majority of
the Independent Borden Directors and (y) if appropriate, Borden shall have received the opinion of an
investment banking firm selected by the Independent Directors that such "Business Combination" is
fair to Borden's shareholders from a financial point of view (an "Excepted Future Transaction").

At the Borden Shareholders' Meeting, each of the Partnership and the Purchaser has agreed that it
will vote, or cause to be voted, all Borden Shares acquired in the Exchange Offer or otherwise
beneficially owned by it or any ofits respective subsidiaries in favor of the approval and adoption of the
Merger Agreement and the transactions contemplated thereby, including the Merger.

Under the Merger Agreement, in the event that the Partnership and the Purchaser, or any other
direct or indirect subsidiary of the Partnership acquires at least 90Vo of the outstanding Borden Shares,
the parties have agreed to take all necessary or appropriate action to cause the Merger to become
effective as soon as practicable after the expiration of the Exchange Offer without a meeting of
shareholders of Borden, in accordance with applicable provisions of the NJBCA.

Upon the effective time of the Merger, the Purchaser will be merged with and into Borden, and
Borden will continue as the surviving corporation in the Merger under the name "Borden, Inc."

The directors of the Purchaser at the effective time of the Merger will be the directors of the
surviving corporation, each to hold offrce in accordance with the restated certificate ofincorporation and
by-laws of the surviving corporation and until the earlier of his or her resignation or removal or until his
or her successor is duly elected and qualified, as the case may be. The officers of Borden at the effective
time of the Merger will be the officers of the surviving corporation, each to hold offrce in accordance
with the restated certificate of incorporation and by-laws of the surviving corporation and until the
earlier of his or her resignation or removal or until his or her successor is duly appointed and qualified,
as the case may be.

By virtue of the Merger and without any action on the part of the holder of any shares of Borden
Common Stock or any shares of capital stock of the Purchaser: (a) each share of common stock of the
Purchaser issued and outstanding immediately prior to the effective time of the Merger will be
converted into a number of shares of common stock, par value $.01 per share, of the surviving
corporation equal to one one-thousandth of the total number of outstanding shares of Borden Common
Stock immediately prior to the Merger, which will be all of the issued and outstanding capital stock of
the surviving corporation; (b) each share of Borden Common Stock that is owned by Borden or by any
subsidiary of Borden and each share of Borden Common Stock that is owned by the Partnership, the
Purchaser or any other subsidiary of the Partnership will automatically be cancelled and retired and
cease to exist, and no cash, Holdings Common Stock or other consideration will be delivered or
deliverable in exchange therefor; and (c) each issued and outstanding share of Borden Common Stock
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will be converted into the right to receive a number of fully paid and nonassessable shares of Holdings
Common Stock equal to the number of fully paid and nonassessable shares of Holdings Common Stock

that were delivered by the Purchaser with respect to each share of Borden Common Stock that was

validly tendered and not properly withdrawn and accepted for exchange pursuant to the terms of the

Exchange Offer.

The Merger Agreement provides that, as of the effective time of the Merger, each holder of a then

outstanding option to purchase Borden Common Stock (a "Stock Option") shall receive with respect to

each share subject to such Stock Option an amount in cash equal to the excess, if any, of (i) the product

of the final Exchange Ratio and the average of the average of the high and the low sales prices of the

Holdings Common Stock as reported on each of the ten consecutive trading days immediately preceding

the effective time of the Merger over (ii) the per share exercise price of such Stock Option, and Borden

shall cause the surrender and cancellation of each Stock Option (and any related stock appreciation

right) with respect to which a payment by Borden is made. Based upon the closing stock price of $6%

for the Holdings Common Stock on November '1,1994, the estimated aggregate net payment to holders

of Borden Stock Options would be $2,722,928. With respect to Stock Options not so surrendered and

cancelled, such Stock Options shall, if not previously terminated or expired in accordance with their
terms, terminate upon the grantee leaving Borden except upon such grantee's death, Disability (as

defined for purposes of the plans under which the Stock Options were granted) or retirement at or after

age sixty-five (or such earlier age as the Purchaser may expressly agree) and except that, to the extent

provided under any such existing Stock Option, if the grantee is terminated by Borden without Cause

(as defined for purposes of the plans under which the Stock Options were granted) within two years

following a Change in Control (as defined for purposes of the plans under which the Stock Options were

granted) of Borden, the grantee shall have a period of ninety days following such termination within
which to exercise such Stock Option. No employee who has been previously granted a Stock Option or

stock appreciation right will be approved for retirement for purposes of any plan or agreement under

which such Stock Option or right has been granted without the express consent of the Purchaser. The

Purchaser and Borden have agreed to continue to discuss the manner in which outstanding Stock

Options shall be treated after the Merger is consummated. As of November 15, 1994, there were

outstanding Stock Options with respect to7,L21,373 Borden Shares. Of these, as of November 15, 1994,

Stock Options with respect to I,397,876 Borden Shares, with an average exercise price of $12.31, were

exercisable at prices of $14.25 or less.

Under the Merger Agreement, Borden has agreed to take all steps necessary so that no participant
in any employee plans, programs or arrangements of Borden will have any right to acquire or receive

any Borden Common Stock or other equity interest in Borden on or after the effective time of the

Merger other than in connection with the exercise of Stock Options outstanding on the date of the

Merger Agreement which have not been cancelled as described in the preceding paragraph. On or prior
to the effective time of the Merger, Borden has agreed to amend each of its (and cause the amendment

of each of its affrliate's) qualified defined contribution plans to eliminate any investment in Borden

Common Stock after such effective time. In addition, Borden has agreed to cause an amendment of each

of its employee plans, programs and arrangements pursuant to which an employee may be entitled to
receive Borden Common Stock (each a "Stock Plan") to provide that any employee entitled to receive

Borden Common Stock in respect of previously deferred bonuses or compensation will receive instead

cash equal to the product of (i) the final Exchange Ratio multiplied by the average of the average of the

high and the low closing sales prices of the Holdings Common Stock as reported on each of the ten

consecutive trading days immediately preceding the effective time of the Merger and (ii) the number of
shares of Borden Common Stock so deferred, plus interest equal to the rate otherwise credited on

deferred amounts under the applicable plans or, if no such rate is credited, the prime rate established by
Chemical Bank, from time to time on such deferred bonuses or compensation from the effective time of
the Merger to the date of distribution.
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Pursuant to the Merger Agreement, subject to the terms of any Borden plan, any merger
consideration paid in respect of restricted shares of Borden Common Stock held by any employee or
former employee of Borden or any of its affiliates will remain restricted and subject to the same terms
and conditions imposed on such restricted shares.

Exchange of Certfficates and Exchange Procedures in the Merger. Pursuant to the Merger
Agreement, at or prior to the effective time, the Purchaser shall deposii with or for the account o1 a
bank or trust company designated by the Partnership, which shall be reasonably satisfactory to Borden
(the "Merger Exchange Agent"), for the benefit of the holders of shares of Borden Common Stock, for
exchange, the consideration to be paid in the Merger in respect of each Borden Share outstanding
immediately prior to the effective time (other than Borden Shares to be cancelled and retired in
connection with the Merger).

As soon as reasonably practicable after the effective time of the Merger, the purchaser will instruct
the Merger Exchange Agent to mail to each holder of record immediaiely prior to the effective time
(other than holders of Borden Shares to be cancelled and retired in connettion with the Merger) of a
Share Certificate or Share Certificates (i) a letter of transmittal (which shall specify that deliviry shall
be effected, and risk of loss and title to the Share Certificates shall pass, only upon piop". deliveryof the
Share Certificates to the Merger Exchange Agent and shall be in such foim anO have such other
provisions as the Partnership or the Purchaser may reasonably specify) (the "Merger Letter of
Transmittal") and (ii) instructions for use in effecting the surrender of the Share Certificates in
exchange for Holdings Common Stock. Upon surrender to the Merger Exchange Agent of Share
Certificates, together with such Merger Letter of Transmittal duly exicuted and iny other required
documents, and acceptance thereof by the Merger Exchange Agent, each holder of a Share Certificate
shall be entitled to a certificate or certificates representing the number of full shares of Holdings
Common Stock into_which the aggregate number of shares of Borden Common Stock previoujy
represented by such Share Certificate surrendered shall have been converted pursuant to the Merger
Agreement. The Merger Exchange Agent shall accept such Share Certificatei upon compliance wlth
such reasonable terms and conditions as the Merger Exchange Agent may imposi to effect an orderly
exchange thereof in accordance with normal exchange practices. After the effective time of the Mergei,
there shall be no further transfer on the books and records of Borden or its transfer agent of Share
Certificates and if such Share Certificates are presented to Borden for transfer, they shali be cancelled
against delivery of certifi,cates for Holdings Common Stock as described herein. Ii any certificate for
such Holdings Common Stock is to be issued in a name other than that in which the Share Certificate
surrendered for exchange is registered, it shall be a condition of such exchange that the Share
Certificate so surrendered shall be properly endorsed, with signature guaranteed, or 6therwise in proper
form for transfer and that the person requesting such exchange shall pay to the purchaser or its transfer
agent any transfer or other taxes required by reason of the issuance of certificates for such Holdings
Common Stock in a name other than that of the registered holder of the Share Certificate surrendered,
or establish to the satisfaction of the Purchaser or its transfer agent that such tax has been paid or is not
applicable. Until surrendered as described herein, each Share Certificate shall be deemed at any time
after the effective time of the Merger to represent only the right to receive upon such surrendir the
merger consideration.

No certificates or scrip representing fractional shares of Holdings Common Stock shall be issued
upon the surrender for exchange of Share Certificates, and such fractional share interests will not entitle
the owner thereof to vote or to any rights of a stockholder of Holdings;'and notwithstanding any other
provision of the Merger Agreement, each holder of shares of Borden Common Stocklxchanged
pursuant to the Merger who would otherwise have been entitled to receive a fraction of a sharJof
Holdings Common Stock (after taking into account all shares of Borden Common Stock delivered by
such holder) shall receive, in lieu thereof, a cash payment (without interest) representing such holderis
proportionate interest in the net proceeds from the sale by the Merger exchange Agent (following the
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deduction of applicable transaction costs of third parties other than the Merger Exchange Agent,
Borden, the Purchaser or affiliates of any of the foregoing), on behalf of all such holders, of the shares
(the "Excess Shares") of Holdings Common Stock representing all such fractions. Such sale shall be

made as soon as practicable after the effective time.

No dividends or other distributions with respect to Holdings Common Stock with a record date
after the effective time of the Merger shall be paid to the holder of any unsurrendered Share Certificate
for shares of Borden Common Stock with respect to the shares of Holdings Common Stock represented

thereby, and no cash payment in lieu of fractional shares shall be paid to any such holder as described

above, until the surrender of such Share Certificate as described herein. Subject to the effect of
applicable laws, following surrender of any such Share Certificate, there shall be delivered to the holder

of such Share Certificate a certificate representing whole shares of Holdings Common Stock issued in
exchange therefor and, without interest, (i) at the time of such surrender or as promptly after the sale of
the Excess Shares as practicable, the amount of any cash payable in lieu of a fractional share of
Holdings Common Stock to which such holder is entitled as described herein and the amount of
dividends or other distributions with a record date after the effective time of the Merger theretofore
paid with respect to such whole shares of Holdings Common Stock and (ii) at the appropriate payment

date, the amount of dividends or other distributions payable with respect to such whole shares of
Holdings Common Stock with a record date after the effective time of the Merger but prior to such

surrender and a payment date subsequent to such surrender. In no event shall the persons entitled to
receive such dividends or other distributions be entitled to receive interest on such dividends or other
distributions.

All shares of Holdings Common Stock delivered and cash paid upon the surrender for exchange of
Share Certificates which represented shares of Borden Common Stock (including any cash paid in
respect of fractional shares of Holdings Common Stock) shall be deemed to have been delivered (and

paid) in full satisfaction of all rights pertaining to the shares of Borden Common Stock theretofore
represented by such Share Certificates, subject, however, to the surviving corporation's obligation, with
respect to shares of Borden Common Stock, to pay any dividends or make any other distributions with a

record date prior to the effective time of the Merger which may have been declared or made by Borden

on such shares of Borden Common Stock prior to the date of the Merger Agreement and which remain

unpaid at the effective time of the Merger.

Any portion of the consideration in the Merger deposited with the Merger Exchange Agent (the
"Exchange Fund") which remains undistributed to the holders of the certificates representing shares of
Borden Common Stock for nine months after the effective time of the Merger shall be delivered to the

Partnership, upon demand, and any holders of shares of Borden Common Stock who have not
theretofore complied with the foregoing exchange procedures shall thereafter look only to the Partner-
ship and only as general creditors thereof for payment of their claim for Holdings Common Stock (or

any security or consideration into which Holdings Common Stock is converted) and any cash in lieu of
fractional shares of Holdings Common Stock and shall look only to the Partnership and only as general

creditors thereof for payment of any dividends or distributions with respect to Holdings Common Stock
to which such holders may be entitled.

None of the Partnership, the Purchaser, Holdings, Borden or the Merger Exchange Agent shall be

liable to any person in respect of any shares of Holdings Common Stock (or dividends or distributions
with respect thereto) or cash from the Exchange Fund delivered to a public official pursuant to any
applicable abandoned property, escheat or similar law. If any Share Certificates which represented
shares of Borden Common Stock shall not have been surrendered prior to five years after the effective
time of the Merger (or immediately prior to such earlier date on which any shares of Holdings Common
Stock, any cash in lieu of fractional shares of Holdings Common Stock or any dividends or distributions
with respect to Holdings Common Stock in respect of such Share Certificate would otherwise escheat to
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or become the property of any governmental entity), any such shares, cash, dividends or distributions in
respect of such certificate shall, to the extent permitted by applicable law, become the property of the
Partnership, free and clear of all claims or interest of any person previously entitled thereto.

The Merger Exchange Agent shall invest any cash included in the Exchange Fund, as directed by
the Partnership, on a daily basis. Any interest and other income resulting from such investments shall be
paid to the Partnership.

Representations and Waruanties. The Merger Agreement contains customary representations and
warranties of Borden relating, with respect to Borden and its subsidiaries, to, among other things,
(a) organization, standing and similar corporate matters; (b) certain subsidiaries; (c) Borden's capital
structure; (d) the authorization, execution, delivery, performance and enforceability of the Merger
Agreement, the Conditional Purchase/Option Agreement and related matters; (e) documents filed by
Borden with the Commission and the accuracy of information contained therein; (f) the accuracy of
information supplied by Borden in connection with this Offering Circular/Prospectus and other
documents filed with the Commission in connection with the Exchange Offer and the Merger; (g) the
absence of certain changes or events since the date of the most recent audited financial statements filed
with the Commission, including material adverse changes with respect to Borden; (h) benefit plans and
other matters relating to the Employee Retirement Income Security Act of 1974, as amended
("ERISA"), and employment matters; (i) filing of tax returns and payment of taxes; () the inapplica-
bility of provisions of Borden's Charter and the NJBCA relating to business combinations with
interested stockholders and state takeover or similar statutes, to the Merger Agreement, the Conditional
Purchase/Option Agreement and related agreements and transactions; (k) environmental matters;
(l) brokers' fees and expenses; (m) no material conflicts with laws or agreements of Borden and its
subsidiaries; (n) any required vote of shareholders to approve the Merger Agreement, the Merger and
the other transactions contemplated thereby and the Conditional Purchase/Option Agreement and the
transactions contemplated thereby; (o) certain matters relating to the Rights; and (p) certain resolu-
tions of Borden's Board of Directors relating to the declaration and payment of future dividends.

The Merger Agreement also contains customary representations and warranties of the Purchaser
and the Partnership relating to, among other things, (a) organization, standing and similar corporate
matters with respect to the Purchaser and Holdings; (b) subsidiaries of the Purchaser and Holdings;
(c) the Purchaser's and Holdings' capital structures; (d) the authorization, execution, delivery, perform-
ance and enforceability of the Merger Agreement and the Conditional Purchase/Option Agreement
and related matters with respect to the Purchaser, the Partnership and Holdings, as applicable;
(e) documents filed by Holdings with the Commission and the accuracy of information contained
therein; (f) the accuracy of information supplied by the Partnership or the Purchaser in connection with
this Offering Circular/Prospectus and other documents filed with the Commission in connection with
the Exchange Offer and the Merger; (g) brokers' fees and expenses; (h) interim operations of the
Purchaser; and (i) the absence of certain changes or events since the most recent financial statements
filed with the Commission, including material adverse changes with respect to Holdings.

In addition, the Merger Agreement contains representations of the Partnership relating to, among
other things, (a) the authorization, execution, delivery, performance and enforceaLility of itre Mergei
Agreement and related matters; (b) the Partnership's good title to the Holdings Common Stock tole
transferred pursuant to the Merger Agreement and the Conditional Purchase/Option Agreement, and
the listing thereof on the NYSE; and (c) no material conflicts with laws or ag.eements of the
Partnership.
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Covenants Regarding Conduct of Business. Except as contemplated by the Merger Agreement,
during the period from the date of the Merger Agreement to the date on which a majority of the Board
of Directors of Borden consist of designees or representatives of the Partnership, Borden, with respect to
itself and each of its subsidiaries, has agreed in the Merger Agreement to conduct its operations
according to its ordinary course of business consistent with past practice and to use its best efforts to
preserve intact its business organization, to keep available the services of its current officers and
employees and to preserve existing relationships with licensors, licensees, suppliers, contractors, distrib-
utors, customers and others having business relationships with it to the end that its goodwill and ongoing
businesses will be unimpaired at the date on which a majority of the Board of Directors of Borden
consist of designees or representatives of the Partnership. Without limiting the generality of the
foregoing, and except as otherwise contemplated by the Merger Agreement, or as required by law or
contract existing on the date of the Merger Agreement, prior to the date on which a majority of the
Board of Directors of Borden consists of designees or representatives of the Partnership, Borden has
agreed that neither it nor any of its subsidiaries will, without the prior written consent of the
Partnership: (i) (x) declare, set aside or pay any dividends on, or make any other distributions in respect
of, any of its capital stock (except (A) certain dividends and distributions by subsidiaries of Borden to
their respective parents and (B) that Borden may continue the declaration and payment of regular
quarterly cash dividends not in excess of $.01 per share on the shares of Borden Common Stock (with
usual record and payment dates and in accordance with its past dividend policy)), (y) split, combine or
reclassify any of its capital stock or issue or authorize the issuance of any other securities in respect of,
in lieu of or in substitution for shares of its capital stock or (z) except for the redemption of the Rights
and the outstanding Preferred Stock-Series B of Borden, purchase, redeem or otherwise acquire any
shares of capital stock of Borden or any of its subsidiaries or any other securities thereof or any rights,
warrants or options to acquire any such shares or other securities; (ii) subject to certain exceptions,
authorize for issuance, issue, deliver, sell or agree or commit to issue, sell or deliver (whether through
the issuance or granting of options, warrants, commitments, subscriptions, rights to purchase or
otherwise), pledge or otherwise encumber any shares of its capital stock or the capital stock of any of its
subsidiaries, any other voting securities or any securities convertible into, or any rights, warrants or
options to acquire, any such shares, voting securities or convertible securities or any other securities or
equity equivalents; (iii) amend its certificate of incorporation, by-laws or other comparable charter or
organizational documents or alter through merger, liquidation, reorganization, restructuring or in any
other fashion the corporate structure or ownership of any subsidiary not constituting an inactive
subsidiary of Borden; (iv) acquire or agree to acquire (x) by merging or consolidating with, or by
purchasing a substantial portion of the stock or assets of, or by any other manner, any business or any
corporation, partnership, joint venture, association or other business organization or division thereof or
(y) any assets that are material, individually or in the aggregate, to Borden and its subsidiaries taken as

a whole, except purchases of inventory in the ordinary course of business consistent with past practice;
(v) sell, lease, license, mortgage or otherwise encumber or subject to any lien or otherwise dispose of any
of its properties or assets, except sales of (A) inventory in the ordinary course of business consistent with
past practice, (B) properties or assets (x) with a value of less than $10 million individually but not more
than $25 million in the aggregate, (y) that are currently being marketed or sold by Borden pursuant to
Borden's January 1994 restructuring plan (but for consideration not lower than certain specified prices
to the extent disclosed in writing to the Partnership) or (z) with respect to which a definitive agreement
has been entered into by Borden prior to September 12, 1994 (provided that no material modification or
amendment shall be made to any such agreements), (C) sales of accounts receivable in the ordinary
course ofbusiness, (D) certain sales and pledges of accounts receivable, or mortgages ofother property
in connection with certain financings or refinancings outside the United States and (E) in connection
with certain capital expenditures otherwise permitted by the Merger Agreement; (vi) except in the
ordinary course of business consistent with past practice and except for an increase of up to $300 million
of the amount available or outstanding under a certain credit agreement and the refinancing of certain
industrial revenue bonds in an aggregate outstanding principal amount of $40 million, subject to certain
conditions, (y) incur any indebtedness for borrowed money or guarantee any such indebtedness of
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another person (other than certain guarantees by Borden in favor of subsidiaries or by any of its
subsidiaries in favor of Borden), issue or sell any debt securities or warrants or other rights to acquire
any debt securities of Borden or any of its subsidiaries, guarantee any debt securities of another person,

enter into any "keep well" or other agreement to maintain any financial statement condition of another
person or enter into any arrangement having the economic effect of any of the foregoing, except for
short-term borrowings incurred in the ordinary course of business consistent with past practice or
(z) make any loans, advances or capital contributions to, or investments in, any other person, other than

to Borden or any direct or indirect wholly owned subsidiary of Borden; (vii) expend funds for capital
expenditures other than in accordance with Borden's current capital expenditure plans; (viii) waive,

refuase, grant, or transfer any rights of value or modify or change in any material respect any existing
license, llase, contract or other document, other than in the ordinary course of business consistent with
past practice; (ix) adopt a plan of complete or partial liquidation or resolutions providing for or
lutholizing such a liquidation or a dissolution, merger, consolidation, restructuring, recapitalization or

reorganization; (x) enter into or amend any material collective bargaining agreement, other than in the

ordinary course of business; (xi) change any accounting principle used by it, unless required by the

Commission or the Financial Accounting Standards Board; (xii) subject to certain exceptions, make any

tax election or settle or compromise any income tax liability or file its 1994 federal income tax return
prior to the last day (including extensions) prescribed by law, in the case of any of the foregoing,
material to the business, financial condition or results of operations of Borden and its subsidiaries taken

as a whole; (xiii) settle or compromise any litigation (whether or not commenced prior to the date of the
Merger Agreement) or settle, pay or compromise any claims not required to be paid, individually in an

amount in excess of $l million and in the aggregate in an amount in excess of $10 million, other than in
consultation and cooperation with the Purchaser, and, with respect to any such settlement, with the
prior written consent of the Purchaser; (xiv) take any action which would cause any debt securities of
borden or any ofits subsidiaries no longer to be listed on any national securities exchange or registered
pursuant to the Exchange Act, other than with respect to any such debt securities that have become due

is a result of the maturity thereof; or (xv) authorize any of, or commit or agree to take any of, the

foregoing actions.

In the Merger Agreement, Borden has also agreed, subject to certain exceptiens, that neither it nor

any of its subsidiaries will adopt or amend any bonus, profit sharing, compensation, severance,

termination, stock option, stock appreciation right, pension, retirement, employment or other employee

benefit agreement, trust, plan or other arrangement for the benefit or welfare of any director, officer or,
except in the ordinary course of business consistent with past practice with respect to employees of
Borden or any of its subsidiaries, increase in any manner the compensation or fringe benefits of any

director, officer or, except in the ordinary course of business consistent with past practice with respect to
employees of Borden or any of its subsidiaries, pay any benefit not required by any existing agreement
or place any assets in any trust for the benefit of employees or directors of Borden or any of its
subiidiaries, other than contributions to the directors trust fund in the ordinary course of business and

consistent with past practice; provided, however, that notwithstanding the foregoing, anY amendments
required to be made to the provisions of any employee pension plan which is intended to be qualified
under Section 401(a) of the Internal Revenue Code in order to maintain such status may be made.

Pursuant to the Merger Agreement, the Partnership and the Purchaser have agreed that, during
the period from the date of the Merger Agreement to the effective time of the Merger, the Purchaser
will not engage in any activities of any nature except as provided in, or in connection with the
transactions contemplated by, the Merger Agreement.

No Solicitation. lJnder the Merger Agreement, except with respect to divestitures in accordance
with Borden's January 1994 restructuring plan, Borden has agreed that neither it nor any of its
subsidiaries will, nor will it or any of its subsidiaries authorize or permit any of its officers, directors or
employees or any investment banker, financial advisor, attorney, accountant or other representative
retained by it or any of its subsidiaries to, (a) solicit, initiate, encourage (including by way of furnishing
information), or take any other action to facilitate, any Transaction Proposal or agree to or endorse any
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Transaction Proposal or (b) enter into or participate in any discussions or negotiations regarding any of
the foregoing, or furnish to any other person any information with respect to its business, properties or
assets or any of the foregoing, or otherwise cooperate in any way with, or assist or participate in,
facilitate or encourage, any effort or attempt by any other person to do or seek any of the foregoing;
provided, however, that the foregoing clauses will not prohibit Borden from (i) furnishing information
pursuant to an appropriate confidentiality letter concerning Borden and its businesses, properties or
assets to a third party who has made a Transagtion Proposal, (ii) engaging in discussions or negotiations
with such a third party who has made a Transaction Proposal or (iii) following receipt of a Transaction
Proposal, taking and disclosing to its shareholders a position contemplated by Rule l4e-2(a) under the
Exchange Act or changing the Recommendations, but in each case referred to in the foregoing clauses
(i) through (iii), only after the Board of Directors of Borden concludes in good faith that such action is
necessary or appropriate in order for the Board of Directors of Borden to act in a manner which is
consistent with its fiduciary obligations under applicable law. If the Board of Directors of Borden
receives a Transaction Proposal, then Borden has agreed promptly to inform the Partnership of the
terms and conditions of such proposal and the identity of the person making it and to keep the
Partnership generally informed with reasonable promptness of any steps it is taking pursuant to the
foregoing with respect to such Transaction Proposal.

Under the Merger Agreement, neither Borden nor any subsidiary will waive any provision of any
confidentiality or standstill or similar agreement to which it is a party without the prior written consent
of the Partnership, unless the Board of Directors of Borden or such subsidiary concludes in good faith
that waiving such provision is necessary or appropriate in order for the Board of Directors of Borden to
act in a manner which is consistent with its fiduciary obligations under applicable law.

Access to Infortnation. Subject to applicable provisions regarding confidentiality, each of Borden
and the Partnership has agreed in the Merger Agreement to, and to cause each of its subsidiaries to,
afford to the other parties and to their representatives reasonable access during normal business hours
during the period prior to the effective time of the Merger to all its properties, books, contracts,
commitments, personnel and records and, during such period, to, and to cause each of its subsidiaries to,
furnish as promptly as practicable to the other parties and their respective representatives such
information concerning its business, properties, financial conditions, operations and personnel as they
may from time to time reasonably request. The Partnership has also agreed to use its reasonable best
efforts to make available to Borden and to the officers, employees, counsel, financial advisors and other
representatives of Borden reasonable access during normal business hours during the period prior to the
effective time of the Merger to all the properties, books, contracts, commitments, personnel and records
of Holdings and, during such period, the Partnership shall use its reasonable best efforts to furnish as

promptly as practicable to Borden such information concerning the business, properties, financial
conditions, operations and personnel of Holdings as the Borden party may from time to time reasonably
request.

Cooperation and Best Efforts. Pursuant to the Merger Agreement, subject to certain conditions
and limitations described therein, the parties have agreed to cooperate with each other and to use their
respective best efforts to take actions appropriate so that the transactions contemplated by the Merger
Agreement and the Conditional Purchase/Option Agreement may be consummated.

Certain Antitrust Matters and Divestitures. ln the Merger Agreement, Borden and the Partner-
ship have agreed, as promptly as practicable, to file notification and report forms under the HSR Act
with the FTC and the Antitrust Division and to make any other necessary filings with the applicable
governmental entities related to the transactions contemplated by the Merger Agreement, including the
Transactions, and the Conditional Purchase/Option Agreement and to use their best efforts to respond
as promptly as practicable to all inquiries received from the FTC or the Antitrust Division or such other
governmental entities for additional information or documentation. Provided that following receipt of
such approvals the Purchaser (or one of its affiliates) acquires at least 28,138,000 Borden Shares
pursuant to the Exchange Offer and/or the Option, Borden has agreed to make any and all divestitures
or undertakings required by the FTC, the Antitrust Division or any other applicable governmental
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entity in connection with the Transactions, which divestitures in each case
acceptable to the Partnership and the purchaser.

shall be reasonably

- Etnployee Benefits Matters. Pursuant to the Merger Agreement, prior to the occurrence of a
"Change in Control" as defined in the Supplemental Blnefit Trust Agriement between Borden and
Wachovia Bank of North Carolina, N.A. (the "Trust Agreement"), Borden has agreed to take all such
action as may be necessary so that no funding of the Trust created thereunder *iil o".o. as a result of
the transactions contemplated by the Merger Agreement. The Trust Agreement will be amended prior
to a Change in Control,to permit the disposition of all Borden Shareiheld thereunder. Borden may
amend certain benefit plans that would have been required to be funded pursuant to the terms of thl
Trust Agreement in a manner which provides for a lump-sum distribution to, but does not result in the
constructive receipt of compensation by, a covered employee of his or her deferred compensation
thereunder in the event of the involuntary termination or normal retirement (under Borden's Ehployees
Retirement Income Plan) of such empltyee.

Prior to the effective time of the Merger, the Purchaser will not request that Borden cancel, and
Borden will be under no obligation to cancel, certain agreements ("Core Management Agreements,,)
between Borden and certain executives of Borden designated by Borden which provide for certain
payments and benefits in the event of certain terminations of employment.

The Purchaser (or its affiliate) has agreed to continue Borden's Non-Exempt Associate Assistance
Program and Exempt Associate Assistance Program, on terms no less favorable than the terms in
existence on the date of the Merger Agreement, for the one-year period following the effective time of
the Merger' Pursuant to the Merger Agreement, Borden is required to maintain, for the two-year period
following the effective time of the Merger, employee plans and programs which are substantially similar
in the aggregate to those pension and welfare plans maintained for employees of Borden generally.

Borden has agreed that neither it nor any of its affiliates will accelerate the payment of any
deferred award under any bonus plan or arrangement nor award or pay any pro rata awards thereunder
as a result, or in anticipation, of the transactions contemplated by the Mergei Agreement; provided that
Borden may pay the 1994 annual bonuses pursuant to iis Management Inlentive plan or other similar
annual bonus plan in a manner which is consistent with past practice and the achievement of goals set
forth therein.

Borden also has agreed to ensure that no prohibited transaction (within the meaning of Section 406
of ERISA or 4975 of the Internal Revenue Code) will occur with respect to any Borden plan as a result
of the transactions contemplated by the Merger Agreement.

With respect to any of certain employees of Borden, in lieu of any other severance arrangement for
such individual, Borden has agr_eed to pay such employee in the event of that employee's terniination by
Borden after a "Change in Control" without "Cause" (as those terms ari defined in the CorL
Management Agreements) a cash severance amount equal to twelve months of salary. The special
severance payments described herein will no longer be applicable when twelve (eighteen for one
employee) months have elapsed after the Change in Control. For certain executivei o=f Borden, such
executive's letter of employment will be modified so that a termination without Cause prior to the
second. anniversary of a Change in Control (as defined in such letters) will include a termination by the
executive due to the occurrence of any one of the following events without his advance consent: 1iy ttre
executive's office is relocated to a different city; (ii) the executive's base salary is reduced or his bonus
opportunity is materially lower than other Borden executives of comparable rank; (iii) there is a
material diminution in the nature or scope of the authority or responsibiliiies attached to the executive's
position (and, for this purpose, a diminution in nature or scope of authority or responsibilities will not be
deemed to occur simply because-the company or business in which the exetutive is engaged has changed
in size or structure); or (iv) in the case of one executive, the business (either separaiet! or as part ;f a
larger business unit) in which the executive is engaged is sold or otherwise disposed of. The maximum
payment Borden would be required to pay to management described above as a result of the transaction
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assuming all change in control payments on termination and other severance payments are triggered
(including those in the immediately preceding sentence) is estimated to be approximately $31 million.

Indemnification and Insurance. Under the Merger Agreement, the certificate of incorporation and
by-laws of the surviving corporation in the Merger shall contain provisions eliminating personal liability
of directors and officers of the surviving corporation and with respect to indemnification, which
provisions shall not be amended, repealed or otherwise modified for a period of six years from the
effective time of the Merger in any manner that would adversely affect the rights thereunder of
individuals who at such time were directors, officers, agents or employees of Borden.

In addition, pursuant to the Merger Agreement, the surviving corporation in the Merger will
maintain in effect for six years from the effective time of the Merger policies of directors' and officers'
liability insurance containing terms and conditions which are not less advantageous than those policies
maintained by Borden at the date of the Merger Agreement, with respect to matters occurring prior to
the effective time of the Merger, to the extent available, and having the maximum available coverage
under the current policies of directors and officers' liability insurance; provided that such surviving
corporation will not be required to spend in excess of a $3 million annual premium therefor; provided
further that if such surviving corporation would be required to spend in excess of a $3 million premium
per annum to obtain insurance having the maximum available coverage under the current policies, such
surviving corporation will be required, subject to availability, to spend $3 million to maintain or procure
such insurance coverage, subject to its availability.

In furtherance of and not in limitation of the preceding paragraph, the Partnership and the
Purchaser have agreed that the officers and directors of Borden that are defendants in all litigation
commenced by shareholders of Borden with respect to (x) the performance of their duties as such
officers and/or directors under federal or state law (including litigation under federal and state
securities laws) and (y) the Purchaser's offer or proposal to acquire Borden, including, without
limitation, any and all such litigation commenced on or after September II, 1994 (the "subject
Litigation"), will be entitled to be represented, at the reasonable expense of Borden, in the Subject
Litigation by one counsel (and New Jersey counsel if appropriate and one local counsel in each
jurisdiction in which a case is pending) each of which such counsel will be selected by a plurality of such
director defendants; provided that neither Borden nor the surviving corporation nor the Partnership
shall be liable for any settlement effected without its prior written consent (which consent shall not be
unreasonably withheld) and that a condition to the indemnification payments provided as described
above shall be that such director defendant not have settled any Subject Litigation without the consent
of the Partnership or the surviving corporation; and provided further that the surviving corporation and
the Partnership shall have no obligation to any officer/director defendant when and if a court of
competent jurisdiction shall ultimately determine, and such determination shall have become final and
non-appealable, that indemnification of such officer/director defendant in the manner contemplated by
the Merger Agreement is prohibited by applicable law.

Redemption of Series B Preferred Stock. The Merger Agreement provides that, if the Minimum
Condition is satisfied without having been waived or lowered, Borden will, promptly after consumma-
tion oi the Exchange offer, in the manner and to the extent permitted by thi Chirtir, redeem all of its
outstanding shares of Preferred Stock-Series B prior to any record date in connection with the Proposed
Merger at the amount provided for redemption in the Charter, and Borden has agreed, subject to first
obtaining required approvals under certain debt instruments of Borden, promptly to commence taking
all steps necessary to effect such redemptions.

Redemption of Rights. Pursuant to the Merger Agreement, Borden has agreed to redeem all
outstanding Rights at a redemption price of one and two-thirds cents per Right effective immediately
prior to the acceptance for exchange of any Borden Shares pursuant to the Exchange Offer, provided
that the Minimum Condition is satisfied in the Exchange Offer. In accordance with the Merger
Agreement, Borden has amended the Rights Agreement so that none of the execution or the delivery of
the Merger Agreement or the Conditional Purchase/Option Agreement, or both such agreements taken
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together, or commencement of the Exchange Offer or the acceptance of Borden Shares for exchange
pursuant to the Exchange Offer, or the consummation of the transactions contemplated by the
Conditional Purchase/Option Agreement will (i) trigger the exercisability of the Rights, the separation
of the Rights from the stock certificates to which they are attached or any other provisions of the Rights
Agreement, including causing the Partnership and/or the Purchaser from becoming an Acquiring
Person (as defined in the Rights Agreement), the occurrence of a Distribution Date (as defined in the
Rights Agreement) or a Shares Acquisition Date (as defined in the Rights Agreement) or (ii) trigger
the right of the holders of the common units of Borden Chemicals and Plastics Limited Partnership,
pursuant to the Second Amended and Restated Deposit Agreement dated February 16, 1993, to require
Borden to purchase the common units held by such holders. Borden and the Partnership have also
agreed in the Merger Agreement that, if Borden amends any provision of the Rights Agreement in
connection with a Transaction Proposal (or with respect to any person) or if the application of the
Rights Agreement or any provision thereof is enjoined with respect to any person or Transaction
Proposal or if Borden agrees to redeem the Rights on terms more favorable than the terms set forth with
respect to the Partnership and the Purchaser in the Merger Agreement (any of such events, a "Third
Party Rights Amendment") in a manner that makes such Third Party Rights Amendment less
restrictive with respect to such person, or in connection with such Transaction Proposal, or is otherwise
more favorable with respect to such person, or in connection with such Transaction Proposal, than the
Rights Agreement as then in effect with respect to Parent and Purchaser, Borden will be deemed (if and
to the extent possible and without derogating the obligations of Borden pursuant to the next sentence),
without the necessity of any action by Borden or the Rights Agent, to have so amended the Rights
Agreement with respect to the Partnership and the Purchaser to the same extent or to have agreed to
redeem the Rights with respect to the Partnership and the Purchaser on terms as favorable. Borden has
agreed to notify the Partnership promptly of any Third Party Rights Amendment and simultaneously
with the execution of the Third Party Rights Amendment to execute a written amendment to the Rights
Agreement with respect to the foregoing.

Conditions to Each Party's Obligations to Elfect the Merger. The Merger Agreement provides
that the respective obligation of each party to effect the Merger is subject to the following conditions:
(i) if required by New Jersey law or the Charter, the approval of Borden's shareholders shall have been
obtained; (ii) any waiting period applicable to the Merger under the HSR Act shall have terminated or
expired; (iii) Borden Shares shall have been purchased pursuant to the Exchange Offer; (iv) the
Registration Statement shall have become effective, and any required post-effective amendment shall
have become effective, under the Securities Act and shall not be the subject of any stop order or
proceedings seeking a stop order, and any material "blue sky" and other state securities laws applicable
to the registration of the Holdings Common Stock to be exchanged for shares of Borden Common Stock
shall have been complied with; and (v) no statute, rule, regulation, executive order, decree, or injunction
shall have been enacted, entered, promulgated or enforced by any governmental entity which prohibits
the consummation of the Merger, whether temporary, preliminary or permanent, provided, however,
that the parties have agreed to use their best efforts to have any such order, decree or injunction
vacated.

Conditions to Obligation of Borden. Pursuant to the Merger Agreement, if fewer than 66/t?o of
the Borden Shares outstanding on a fully diluted basis (other than dilution due to the Rights) shall have
been accepted for exchange in the Exchange Offer, the obligation of Borden to effect the Merger is
further subject to the condition that the representation and warranty of the Purchaser and the
Partnership to the effect that, except as disclosed in documents filed by Holdings with the Commission,
since the date of the most recent audited financial statements included in such documents, Holdings has
conducted its business only in the ordinary course consistent with past practice, and there is not and has
not been any change in the business, financial condition or results of operations of Holdings or any of its
subsidiaries which has had, or would reasonably be expected to have, a Material Adverse Effect with
respect to Holdings shall be true and correct, as of the date of the Merger Agreement and as of the
closing date as though made on and as of the closing date.
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Conditions to Obligations of the Purchaser and the Partnership to Effect the Merger. If fewer
than 66/s7o of the Borden Shares outstanding on a fully diluted basis (other than dilution due to the
Rights) shall have been accepted for exchange in the Exchange Offer, the obligations of the Purchaser
and the Partnership to effect the Merger are further subject to the following conditions: (i) the
representation and warranty of Borden to the effect that, except as disclosed in SEC Documents filed by
Borden with the Commission, since the date of the most recent audited financial statements included in
such documents, Borden has conducted its business only in the ordinary course consistent with past
practice, and there is not and has not been any change in the business, financial condition or results of
operations of Borden or any ofits subsidiaries which has had, or would reasonably be expected to have a
Material Adverse Effect with respect to Borden shall be true and correct, as of the date of the Merger
Agreement and as of the closing date as though made on and as of the closing date; (ii) subject to
certain exceptions, Borden shall have performed in all material respects certain affrrmative covenants
required to be performed by it under the Merger Agreement at or prior to the effective date; and
(iii) the representation and warranty referred to in clause (e) of the first paragraph under "Representa-
tions and Warranties" above, applied mutatis mutandis to the documents filed by Borden with the
Commission since the date of the Merger Agreement, shall be true and correct in all material respects
as of closing date as though made on and as of the closing date.

Notwithstanding the foregoing, the obligations of Borden or the Purchaser and the Partnership
under the Merger Agreement to effect the Merger are not subject to the satisfaction or waiver of any of
the conditions described in the two preceding paragraphs to the extent that the failure of any such
condition to be satisfied is the result of any action approved by a majority of those directors of Borden
who are designees or representatives of the Partnership or to the extent the same results from
affirmative action taken by Borden with the knowledge of its Board of Directors while a majority of the
directors of Borden consists of persons designated or elected by the Partnership.

Termination The Merger Agreement may be terminated and the Merger contemplated thereby
may be abandoned at any time, notwithstanding approval thereof by the shareholders of Borden, but
prior to the effective time of the Merger: (a) by mutual written consent of the Partnership, the
Purchaser and Borden; (b) by the Partnership or Borden, if any court ofcompetentjurisdiction or other
governmental body located or having jurisdiction within the United States or any country or economic
region in which either Borden or the Partnership, directly or indirectly, has material assets or
operations, shall hal'e issued an order, decree or ruling or taken any other action permanently
restraining, enjoining or otherwise prohibiting the Merger and such order, decree, ruling or other action
shall have become final and nonappealable; (c) by the Partnership if due to an occurrence or
circumstance which would result in a failure to satisfy any of the conditions to the Exchange Offer the
Purchaser shall have terminated the Exchange Offer, unless such termination shall have been caused by
or resulted from the failure of the Partnership or the Purchaser to perform in any material respect their
material covenants and agreements contained in the Merger Agreement; (d) by the Partnership, if
Borden shall have modified or amended in any respect materially adverse to the Partnership or the
Purchaser or withdrawn its approval or recommendation of the Exchange Offer, the Merger or the
Merger Agreement, provided that any communication that advises that Borden has received a Transac-
tion Proposal or is engaging in certain permitted activities with respect to a Transaction Proposal and
that takes no action or position with respect to the Exchange Offer, the Merger, the Merger Agreement
or any Transaction Proposal shall not be deemed to be a withdrawal, modification or amendment of
Borden's approval or recommendation of the Exchange Offer, the Merger or the Merger Agreement
and provided, further, that a "stop-look-and-listen" communication with respect to the Exchange Offer,
the Merger or the Merger Agreement of the nature contemplated in Rule l d-9(e) under the Exchange
Act made by Borden as a result of a Transaction Proposal (whether or not a tender offer), without more,
shall not be deemed to be a modification or amendment of Borden's approval or recommendation of the
Exchange Offer, the Merger or the Merger Agreement that is materially adverse to the Partnership or
the Purchaser, if within l0 business days after the date of such communication Borden shall have
reaffirmed its recommendation of the Exchange Offer, the Merger and the IVlerger Agreement; (e) by
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the Partnership if Borden shall have (i) entered into any definitive agreement to effect the transaction
contemplated by a Transaction Proposal, (ii) recommended any Transaction Proposal from a person
other than the Partnership or the Purchaser or any of its affiliates or (iii) resolved to do any of the
foregoing; (f) by the Partnership, if any corporation (including Borden or any of its subsidiaries),
partnership, person, other entity or group (as defined in Section 13(dX3) of the Exchange Act) other
than the Partnership or any of its subsidiaries (collectively, "Persons") shall have become the beneficial
owner of more than 35Vo of the outstanding Borden Shares (excluding any dilution due to the Rights)
(an "Alternative Acquisition"); (g) by Borden if (i) due to an ocaurrence or circumstance that would
result in a failure to satisfy any of the conditions of the Exchange Offer the Purchaser shall have
terminated the Exchange Offer, unless such termination shall have been caused by or resulted from the
failure of Borden to perform in any material respect its material covenants and agreements contained in
the Merger Agreement or (ii) prior to the exchange of Borden Shares pursuant to the Exchange Offer,
any person shall have made a bona fide Transaction Proposal (A) that the Board of Directors of Borden
determines in its good faith judgment is more favorable to Borden's shareholders than the Exchange
Offer and the Merger and (B) as a result of which the Board of Directors concludes in good faith that
termination of the Merger Agreement is necessary or appropriate in order for the Board of Directors to
act in a manner which is consistent with its fiduciary obligations under applicable law, provided that
such termination under this clause (ii) shall not be effective until payment of the full fee and expense
reimbursement required as described under "-Certain Required Payments" below; (h) by the Partner-
ship or Borden if, without fault of the terminating party, the effective time of the Merger shall not have
occurred on or before June 30, 1995 (provided, that the right to terminate the Merger Agreement under
this clause (h) shall not be available to any party whose failure to fulfill any obligation under the
Merger Agreement has been the cause of, or results in, the failure of the Merger to have been
consummated within such period); (i) by Borden if (i) on or after December L5,1994, the termination
date of the waiver granted to Borden of certain provisions relating to changes in control of the credit
agreement dated as of August 16, 1994 among Borden and the banks' party thereto shall not then
extend past December 15, 1994 and (ii) Borden (A) shall have received written notice from the
administrative agent under such credit agreement that, as a result of the applicability of such provisions,
all amounts payable under the credit agreement and the other related loan documents shall have
become and be due and payable (and provided that the Merger Agreement shall be deemed to be
terminated without any further action by any party immediately prior to the receipt by Borden of such
notice), (B) shall have been advised in writing by the administrative agent that, as a result of such
provisions, the required number of banks have requested or consented to such action or (C) Borden shall
reasonably believe either such action referred to in (A) or (B) above to be imminent based on
communications with the administrative agent, any of the banks party to such credit agreement or
representatives thereof; or () by the Partnership or Borden if any required approval of the shareholders
of Borden shall not have been obtained by reason of the failure to obtain the required vote upon a vote
held at a duly held meeting of shareholders or at any adjournment thereof.

Amendment Subject to the concurrence of a majority of the Independent Borden Directors
(following the election or appointment of the Partnership's designees pursuant to the Merger Agree-
ment and prior to the effective time of the Merger), the Merger Agreement may be amended or
supplemented at any time before or after the date on which a majority of the board of directors of
Borden shall consist of designees or representatives of the Partnership but, after such date, no
amendment shall be made which decreases or increases the Exchange Ratio or which adversely affects
the rights of Borden's shareholders under the Merger Agreement without the approval of Borden and
Borden's shareholders. The Merger Agreement may not be amended except by an instrument in writing
signed on behalf of the parties.

Extension; Waiver. Subject to the concurrence of a majority of the Independent Borden Directors
(following the election or appointment of the Partnership's designees pursuint to the Merger Agree-
ment and prior to the effective time of the Merger), at any time prior to the effective time of the Merger,
the parties may (i) extend the time for the performance of any of the obligations or other acts of the
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other parties hereto, (ii) waive any inaccuracies in the representations and warranties contained herein
of the other parties hereto or in any document, certificate or writing delivered pursuant hereto or
(iii) waive compliance by the other parties hereto with any of the agreements or conditions contained
herein. Any agreement on the part of any party to any such extension or waiver shall be valid only if set

forth in an instrument in writing signed on behalf of such party. The failure of any party to assert any of
its rights under the Merger Agreement shall not constitute a waiver of such rights.

Certain Required Payments. Pursuant to the Merger Agreement, Borden has agreed promptly,
but in no event later than two business days following written notice thereof, together with related bills
or receipts, to reimburse the Parent and the Purchaser for all of their Expenses (as defined below) as

incurred from time to time in an aggregate amount of up to $15 million, against which aggregate
amount Expenses actually reimbursed (other than the fee in the amount of $20 million (the "Initial
Advisory Fee") reimbursed by Borden upon the execution of a certain letter agreement dated Septem-
ber 11, 1994 between the Parent and Borden (the "Letter Agreement")) may be credited. The term
"Expenses" includes all out-of-pocket expenses and feds including the fees and disbursements of
counsel, financial printers, experts, consultants and accountants, as well as all fees and expenses payable
to investment banking firms and other financial institutions and their respective agents and counsel,
whether incurred prior to, on or after the date of the Merger Agreement, incurred in connection with
the transactions contemplated by the Merger Agreement, the Letter Agreement and the Conditional
Purchase/Option Agreement. The parties have acknowledged that the reimbursement of the Initial
Advisory Fee shall not limit the reimbursement of any additional advisory fees paid by the Parent or the
Purchaser to non-affiliates of the Purchaser.

Under the Merger Agreement, if (i) (x) prior to termination of the Merger Agreement, any Person
shall have commenced, publicly proposed or communicated to Borden a Transaction Proposal (a "Pre-
Termination Transaction Proposal") (y) the Merger Agreement is terminated and (z) on or prior to
June 30, 1996, any Person who commenced, publicly proposed or communicated to Borden a Pre-
Termination Transaction Proposal enters into any definitive agreement to effect the transaction
contemplated by such Transaction Proposal (whether or not related to such Pre-Termination Transac-
tion Proposal) or effects an Alternative Acquisition; or (ii) prior to the purchase of Borden Shares
pursuant to the Exchange Offer, the Merger Agreement is terminated pursuant to clause (d) under
"-Termination" above (other than solely in the event that the average of the closing sales prices of the
Holdings Common Stock as reported on the NYSE Composite Tape for the Valuation Period is less than
the price per share that would yield an Exchange Ratio of 2.375 or less without giving effect to any
minimum or maximum Exchange Ratio pursuant to the definition thereof) or (iii) prior to the purchase
of Borden Shares pursuant to the Exchange Offer, the Merger Agreement is terminated pursuant to
clause (e), (f) or clause (g)(ii) under "-Termination" above, then in each case, Borden shall promptly,
but in no event later than one business day after the first of such events shall occur, pay KKR a fee of
$30 million in cash, which amount shall be payable in sarn€ day funds. No more than $30 million in
aggregate shall be payable to KKR and no fee shall be payable to KKR pursuant to this provision if
$30 million has been paid to KKR as described in the succeeding paragraph.

If the Parent, together with any subsidiary or affiliate of the Parent including the Purchaser, shzill
acquire beneficial ownership (in one or more transactions) of a majority of the outstanding shares of
Borden Common Stock, then Borden shall promptly, but in no event later than one business day after
such event shall occur, pay KKR a fee of $30 million in cash, which amount shall be payable in same
day funds. No fee shall be payable to KKR pursuant to this provision if $30 million has been paid to
KKR as described in the preceding paragraph.

If the fee of $30 million in cash required to be paid by Borden to KKR as described in the two
immediately preceding paragraphs (the "Transaction Fee") is not paid within five business days after
the events set forth above requiring payment of the Transaction Fee occur, KKR, at its sole option, may
demand (the "Fee Demand") that Borden tender to KKR, immediately in satisfaction of the Transac-
tion Fee, such number of shares (rounded to the nearest whole share) of (i) Borden Common Stock
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((A) if it is publicly traded and (B) which at the request of KKR shall be issued in shares of treasury
stock, if available) or (ii), at the sole option of KKR if the Option shall have been exercised, and Borden
shall at the time own Holdings Common Stock that is not subject to any other call or exchange right,
Holdings Common Stock equal to (x) $30 million divided by (y) the Average Market Price. The term
"Average Market Price" means the average of the average of the high and low prices of Borden
Common Stock, or Holdings Common Stock, as the case may be, as reported on the NYSE Composite
Tape on each of the ten consecutive trading days immediately preceding the second trading dayprior to
the Fee Demand. Borden has acknowledged that it is obligated to pay the Transaction Fee in cash and
that such obligation is not derogated in any respect by the existence of the option of KKR to seek
satisfaction of such obligation by means of the Fee Demand.

In addition to the foregoing, Borden has agreed in the Merger Agreement promptly, but in no event
later than two business days following written notice thereof, together with related bills or receipts, to
reimburse KKR, the Parent and the Purchaser for all reasonable out-of-pocket costs, fees and expenses,
including, without limitation, the reasonable fees and disbursements of counsel and the expenses of
litigation, incurred in connection with collecting Expenses and the Transaction Fee as a result of any
willful breach.by Borden of its obligations described above.

Except as otherwise provided above, under the Merger Agreement, whether or not the Merger is
consummated, all costs and expenses incurred in connection with the transactions contemplated by the
Merger Agreement and the Conditional Purchase/Option Agreement will be paid by the party
incurring such expenses (including, in thecaseof Borden, thecostsof printing the Schedule 14D-9 and
any other filings to be printed, and in each case all exhibits, amendments or supplements thereto).
Notwithstanding the foregoing, the costs and expenses of preparing and distributing any proxy
statement and obtaining and complying with the antitrust requirements of any governmental entity will
be paid by Borden.

No Recourse Provisions. Nothwithstanding anything that may be expressed or implied in the
Merger Agreement, no recourse under the Merger Agreement or the Conditional Purchase/Option'Agreement 

or any documents or instruments delivered in connection therewith shall be had against any
officer, agent or employee of the Partnership or against any partner of the Partnership or any director,
offrcer, employee, partner, affrliate or assignee of any of the foregoing, whether by the enforcement of
any assessment or by any legal or equitable proceeding, or by virtue of any statute, regulation or other
applicable law, and no personal liability whatsoever shall attach to, be imposed on or otherwise be
incurred by an officer, agent or employee of the Partnership or any partner of the Partnership or any
director, officer, employee, partner, affiliate or assignee of any of the foregoing, as such for any
obligations of the Partnership under the Merger Agreement or any documents or instruments delivered
in connection with the Merger Agreement or the Conditional Purchase/Option Agreement or for any
claim based on, in respect of or by reason of such obligations or their creation; provided, however, that
the foregoing limitation of liability shall in no way constitute a limitation on the rights of Borden to
enforce any remedies it may have against the undistributed assets of the Partnership for the collection of
any obligations or liabilities in connection with the Merger Agreement or the Conditional
Purchase/ Option Agreement.

' Dissenters' Rights. Holders of Borden Common Stock will not be entitled to dissenters' rights
under New Jersey law in connection with the Exchange Offer or the Merger, and the Purchaser does not
intend to accord dissenters' rights to holders of Borden Common Stock unless required by applicable
Iaw.

Conditional Purchase/Option Agreement

Pursuant to the Conditional Purchase/Option Agreement, Borden has granted to the Purchaser the
irrevocable Option to purchase up to 28,138,000 Option Shares (or approximately 79.9Vo of the
outstanding Borden Shares as of the date hereof), on the terms and subject to the conditions set forth
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therein. At the time that the Option is exercised, Borden will designate whether the Option Shares shall
be newly iSsued shares or shares of treasury stock of Borden.

Exercise of Option. Under the Conditional Purchase/Option Agreement, the Option may be
exercised by the Purchaser (or its designee, which designee must be the Partnership or a direct or
indirect wholly owned subsidiary of the Partnership and which may, in any such case, act for itself
and/or as agent for one or both of the Common Stock Partnerships, as the case may be), in whole or in
part, at any time, or from time to time, during the period beginning on the date of the Conditional
Purchase/Option Agreement and ending on the Option Expiration Date, provided that if the Purchaser
(or its designee) has not exercised the Option in whole or in part prior to the expiration of the Exchange
Offer, it will not be entitled to exercise the Option thereafter if it waives or otherwise reduces the
Minimum Condition and accepts fewer than 4l%o of the outstanding Borden Shares for payment in the
Exchange Offer.

Pursuant to the Conditional Purchase/Option Agreement, the purchase of Borden Shares upon
exercise of the Option will occur only if (i) such purchase would not otherwise violate or cause the
violation of, any applicable law or regulations (including, the HSR Act, the Exchange Act and the rules
and regulations thereunder, or the rules of the NYSE) and (ii) no statute, rule, regulation, decree, order
or injunction shall have been promulgated, enacted, entered into or enforced by any governmental
agency or authority or court which prohibits delivery of the Borden Shares, whether temporary,
preliminary or permanent (provided, however, that the parties shall have agreed to use their best efforts
to have any such order, decree or injunction vacated or reversed). [n the event a closing of such purchase
is delayed as a result of clause (i) or (ii) above, the Purchaser shall not be obligated to purchase any
Borden Shares after the date nine months following the date of its notice of exercise of the Option.

Conversion of Option. 'The Conditional Purchase/Option Agreement provides that, upon the
Conversion Date, if any, the Option will be converted in part from an irrevocable option to purchase the
Borden Shares into an obligation on the part of the Purchaser (or its designee, which designee must be
the Partnership or a direct or indirect wholly owned subsidiary of the Partnership and which may, in
any such case, act for itself and/or as agent for one or both of the Common Stock Partnerships, as the
case may be) to make the Mandatory Purchase, on the terms and subject to the conditions set forth in
the Conditional Purchase/Option Agreement, of the Mandatory Purchase Shares. Borden Shares
subject to the Option in excess of the number of Mandatory Purchase Shares will continue to be subject
to purchase at the option of the Purchaser.

Payments. The Conditional Purchasei Option Agreement provides that, in the event the Purchaser
exercises the Option, the Purchaser (or, at the Purchaser's option, its designee) will, at any closing or
Mandatory Purchase closing, as the case may be, deliver to Borden, such number of shares (rounded to
the nearest whole share) of Holdings Common Stock as will equal the product of the Option Exchange
Ratio and the number of Borden Shares purchased pursuant to the exercise of the Option.

In the event that a payment is actually made to the Partnership pursuant to the provisions of the
Merger Agreement described in the second paragraph under "-Merger Agreement-Certain
Required Payments," the Option Purchase Price will be adjusted upward (retroactively if necessary and
net of any taxes or brokerage fees paid in connection with the sale, tender or exchange of shares by
Purchaser or its designee, which designee must be the Partnership or a direct or indirect wholly owned
subsidiary of the Partnership) to reflect (i) with respect to any Borden Shares sold, tendered, or
exchanged in any third party transaction that triggers a payment pursuant to such provisions of the
Merger Agreement, the price per share (subject to the calculation principles described in the next
succeeding sentence) actually paid to holders of Borden Common Stock as a result of any such third
party transaction and (ii) with respect to any Borden Shares sold, tendered or exchanged to another
party or parties by Purchaser (or its designee) other than pursuant to such third party transaction, the
price per share (subject to the calculation principles set forth in the next succeeding sentence) actually
paid to Purchaser (or its designee) by such other party or parties in consideration for such Borden
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Shares (the "Option Purchase Price Adjustment"). To the extent the "price per share" referred to in the
preceding sentence consists in whole or in part of non-cash consideration, it will be based on the trading
market value thereof or if there is no trading market for such consideration, the fair market value as
determined by an independent investment banker jointly selected by the Purchaser and Borden. The
Option Purchase Price Adjustment shall be payable with respect to shares actually sold, tendered or
exchanged promptly following receipt qf the consideration therefor (and, if necessary, the valuation
thereof), and the Purchaser agrees promptly, but in no event later than two business days following such
event, to notify Borden of the receipt of such consideration. The Partnership agrees promptly, but in no
event later than two business days following written notice thereof, together with related bills or
receipts, to reimburse Borden for all reasonable out-of-pocket costs, fees and expenses, including,
without limitation, the reasonable fees and disbursements of counsel and the expenses of litigation,
incurred in connection with collecting the Option Purchase Price Adjustment as a result of any willful
breach by the Partnership of its obligations in connection with the Option Purchase Price Adjustment.

Representations and Warranties of the Purchaser. The Conditional Purchase/Option Agreement
contains customary representations and warranties of the Purchaser and the Partnership relating to,
among other things: (a) organization, standing and similar matters; (b) the authorization, execution,
delivery, performance and enforceability of the Conditional Purchase/Option Agreement and related
matters; (c) no material conflicts with laws or agreements of the Purchaser, the Partnership and
Holdings; (d) with respect to the Purchaser only, distribution of the Borden Shares that would be
acquired upon exercise of the Option in compliance with the Securities Act; and (e) with respect to the
Partnership only, title to shares of Holdings Common Stock.

The Conditional Purchase/Option Agreement also contains customary representations and war-
ranties of Borden relating to, among other things: (a) organization, standing and similar corporate
matters; (b) the authorization, execution, delivery, performance and enforceability of the Conditional
Purchase/Option Agreement and related matters; (c) no material conflicts with laws or agreements of
Borden or its subsidiaries; (d) certain resolutions of Borden's Board of Directors; (e) certain amend-
ments to the Rights Agreement in connection with the Transactions; and (f) distribution of the shares of
Holdings Common Stock that would be acquired upon exercise of the Option in compliance with the
Securities Act.

Adjustment Upon Changes in Capitalization. Pursuant to the Conditional Purchase/Option
Agreement, in the event of any change in the number (or conversion or exchange) of issued arrd
outstanding shares of Borden Common Stock by reason of any stock dividend, split-up, merger,
recapitalization, combination, exchange of shares, spin-offor other change in the corporate or capital
structure of Borden which could have the effect of diluting or other#ise diminishing the Purchaser's
rights under the Conditional Purchase/Option Agreement (including iny issuance of Borden Common
Stock or other equity security of Borden at a price below the fair value thereof), the number and kind of
Borden Shares or other securities subject to the Option and the Option Exchange Ratio therefor will be
appropriately adjusted so that the Purchaser will receive upon exercise of the Option (or at the closing
of the purchase upon such exercise) the number and kind of shares or other securities or property that
the Purchaser would have received in respect of the Borden Shares that the Purchaser is entitled to
purchase upon exercise of the Option if the Option had been exercised (or such closing had occurred)
immediately prior to such event.

Registration Rights. The Conditional Purchase/Option Agreement provides that, if the Option is
exercised, Borden will extend to the Purchaser (or its designee) registration rights with respeci to the
option Shares on substantially the same terms and subject to the same conditions as Holdings has
extended to the Partnership pursuant to the Registration Rights Agreement dated July 15, 1990
between Holdings and the Partnership (the "Registration Rights Agreement"), a copy of which is on
file with the Commission, except that only the first two registrations of Registrable Securities (as
defined in the Registration Rights Agreement) will be at the expense of Borden.
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The Conditional Purchase/Option Agreement also provides that, if the Option is exercised, then
subject in all respects to the terms and conditions of the Registration Rights Agreement, Borden will
succeed with respect to the shares of Holdings Common Stock acquired as a result of the exercise of the
Option to the rights and obligations of a subsequent Holder (as defined in the Registration Rights
Agreement) under such agreement, unless, in the written opinion of counsel to Holdings, which opinion
shall be delivered to Borden and shall be reasonably satisfactory in form and substance to Borden and
its counsel, registration of the shares of Holdings Common Stock acquired as a result of the exercise of
the Option is not required to lawfully sell and distribute such shares in the manner contemplated by
Borden. By its execution of the Conditional Purchase/Option Agreement, Borden has agreed to be
bound by the terms of the Registration Rights Agreement. If the Option is exercised, the Partnership
and Borden have agreed that Borden will be entitled to two registrations at the expense of Holdings (or
if Holdings refuses to bear such expenses, at the expense of the Partnership or the Purchaser) of
Registrable Securities and, subject to the terms of the Registration Rights Agreement, such other
registrations at its own expense as it shall request.

Board of Directors. The Conditional Purchase/Option Agreement includes provisions relating to
the Purchaser's designation of persons as directors of Borden following the exercise of the Option
similar to those described with respect to the Merger Agreement under "-Merger Agreement-Board
of Directors" above.

Amendments: The Conditional Purchase/Option Agreement may not be modified, amended,
altered or supplemented, except upon the execution and delivery of a written agreement executed by the
parties thereto.

Certain Antitrust Matters and Divestitures. ln the Conditional Purchase/Option Agreement,
Borden has made certain agreements relating to antitrust matters and divestitures similar to those
described with respect to the Merger Agreement spdsl "-\{erger Agreement-Certain Antitrust
Matters and Divestitures."
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RIR NABISCO HOLDINGS CORP.

The operating subsidiaries of Holdings owned through RJRN comprise one of the largest tobacco
and food companies in the world. In the United States, the tobacco business is conducted by RJRT, the
second largest manufacturer of cigarettes, and the packaged foods business is conducted by Nabisco,
the largest manufacturer and marketer of cookies and crackers. Tobacco operations outside the United
States are con{ucted by Tobacco International and food operations outside the United States and
Canada are conducted by Nabisco International, a subsidiary of Nabisco. Together, RJRT's and
Tobacco International's tobacco products are sold around the world under a variety of brand names.
Food products are sold in the United States, Canada, Latin America and certain other international
markets.

Domestic Tobacco. RJRT's largest selling cigarette brands in the United States include WIN-
STON, DORAL, SALEM, CAMEL, MONARCH and VANTAGE. RJRT's other cigarette brands,
including BEST VALUE, MORE, NOW, STERLING, MAGNA and CENTURY, are marketed to
meet a variety of smoker preferences. All RJRT brands are marketed in a variety of styles. A primary
long-term objective of RJRT is to increase earnings and cash flow through selective marketing
investments in its key brands and continual improvements in its cost structure and operating efficiency.
Marketing programs for full-price brands are designed to build brand awareness and add value to the
brands in order to retain current adult smokers and attract adult smokers of competitive brands. RJRT
believes it is essential to compete in all segments of the cigarette market, and accordingly offers a range
of lower-priced brands intended to appeal to more cost-conscious adult smokers. Based on data collected
for RJRT by an independent market research firm, RJRT had an overall share of retail consumer
cigarette sales during 1993 of 29.8Vo, an increase of approximately one share point from 1992.

Intemational Tobacco. Tobacco International operates in over 160 markets around the world and
is the second largest of two international cigarette producers that have significant positions in the
American Blend segment of the international tobacco market. Tobacco International markets over 55
brands of which WINSTON, CAMEL and SALEM, all American Blend cigarettes, are its interna-
tional leaders. Tobacco International has strong brand presence in Western Europe and is well
established in its other key markets in the Middle East/Africa, Asia and Canada. Tobacco Interna-
tional is aggressively pursuing development opportunities in Eastern Europe and the former Soviet
Union.

Nabisco. Nabisco's domestic operations represent one of the largest packaged food businesses in
the world. Through its domestic divisions, Nabisco manufactures and markets cookies, crackers, snack
foods, hard and bite-size candy, gum, nuts, hot cereals, margarine, pet foods, dry-mix dessert products
and other grocery products under established and well-known trademarks, including OREO, CHIPS
AHOY!, NEWTONS, SNACKWELL'S, RITZ, PREMIUM, LIFE SAVERS, PLANTERS, A.1,
GREY POUPON, MILK-BONE, ORTEGA, CREAM OF WHEAT, FLEISCHMANN'S ANd

BLUE BONNET. Nabisco Biscuit Company ("Nabisco Biscuit") is the largest manufacturer and
marketer in the United States cookie and cracker industry with nine of the top ten selling brands, each
of which had annual sales of over $100 million in 1993. Overall, in 1993, Nabisco Biscuit had a 37Vo

share of the domestic cookie industry sales and a 55Vo share of the domestic cracker industry sales, in
the aggregate rnore than three times the share of its closest competitor. ln 1992, Nabisco Biscuit
became the leading manufacturer and marketer of no fatlreduced fat cookies and crackers with the
introduction of the SNACKWELL'S line. In 1993, the SNACKWELL'S brand recorded net sales of
$186 million, which made SNACKWELL'S the sixth largest cookie/cracker brand in the United
States. Based on 1993 net sales, LIFE SAVERS is the largest selling hard roll candy in the United
States, with an approximately 25.47o share of the hard roll candy category, and PLANTERS nuts are
the clear leader in the packaged nut category, with a market share of more than five times that of its
nearest competitor.
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Nabisco International is a leading producer of powdered dessert and drink mixes, biscuits, baking
powder and other grocdry items, industrial yeast and bakery ingredients in many of the 17 Latin
American countries in which it has operations. Nabisco International has significantly increased its
presence in Europe through the acquisition of Royal Brands S.A. in Spain and Royal Brands Portugal.

RJRN was acquired in 1989 by an indirect, wholly owned subsidiary of Holdings in the Acquisi-
tion. Prior to the Acquisition, RJRN was a publicly held corporation. See "Significant Considera-
tions-KKR Ownership."

Recent Developments

Nabisco Initial Public Offering and Related Transactions. On October 28, t994, Nabisco filed a
registration statement with the Commission for the initial public offering of 45 million shares of its
Class A Common Stock (51.75 million shares if the underwriters' over-allotment options are exercised

in full). For purposes of the filing, the initial offering price was estimated to be between $23 and $26 per

share. Upon completion of the proposed public offering, Holdings would beneficially own 1007o of
Nabisco's outstanding Class B Common Stock, which would represent approximately 82.6Vo of the
economic interest in Nabisco (80.57o if the underwriters' over-allotment options are exercised in full).
Holders of Class A Common Stock of Nabisco generally would have identical rights to holders of Class

B Common Stock except that holders of Class A Common Stock would be entitled to one vote per share
while holders of Class B Common Stock would be entitled to ten votes per share on all matters
submitted to a vote of stockholders. The registration statement has not become effective and there can

be no assurance that such offering will be consummated.

The initial public offering of shares of Nabisco is part of a broader proposed initiative of Holdings
designed to reduce consolidated debt of Holdings by approximately $1 billion and establish a separately
traded common stock for Nabisco. After completion of the proposed public offering, Holdings
anticipates commencing a quarterly cash dividend on its common stock of $.075 per share or $.30 per
share on an annualized basis. The proposed transactions are subject to the approval of lenders under
RJRN's bank credit facilities.

At the time of the proposed public offering, Nabisco is expected to have approximately $4.2 billion
of intercompany debt and approximately $1.3 billion of borrowings under a short-term bank credit
agreement. The net proceeds of the proposed public offering will be used by Nabisco to repay a portion
of the borrowings under its bank facility.

As part of the initiative, RJRN has called for redemption several issues of debt securities, including
$1.5 billion of l1t/zVo Senior Notes due 1998, approximately $374 million of 83hVo Sinking Fund
Debentures dae2017, $100 millionof l3/z7o Subordinated Debentures due 2001 and approximately
$25 million of lYe?o Sinking Fund Debentures due 2001, all of which are redeemable with various
redemption premiums. RJRN expects to fund these redemptions with borrowings under its existing
credit facilities, proceeds from Holdings' Series C Preferred Stock offering completed on May 6, L994
and internally generated cash flow. See "Selected Pro Forma Consolidated Financial Data."

Upon completion of the proposed public offering of Nabisco, RJRN may seek to restructure
approximately $6 billion of its domestic publicly held debt which currently limits the ability of Nabisco
to incur long-term debt other than intercompany debt. The restructuring, which would require consent
of public debtholders and lenders under bank facilities, may include one or more offers to exchange
Nabisco debt securities for a portion of such debt. The goal of the exchange offers would be to permit
Nabisco to establish long-term borrowing capacity independent of its parent and to reduce its intercom-
pany debt. No assurance can be given that RJRN will seek to restructure its debt or that any such
restructuring will be consummated.

The Board of Directors of Holdings has adopted certain policies, which would become effective
upon the closing of the Nabisco initial public offering. One policy would provide that Holdings would
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limit, until December 31, 1998, the aggregate amount of cash dividends on its capital stock. Under this
policy, during that period Holdings would not pay any extraordinary cash dividends and would limit the
amount of its cash dividends, cash distributions and repurchases for cash of capital stock and
subordinated debt to an amount equal to the sum of $500 million plus (i) 65Vo of Holdings' cumulative
consolidated net income before extraordinary gains or losses and restructuring charges and (ii) net cash
proceeds of up to $250 million in any year from the sale of capital stock of Holdings or its subsidiaries
(other than proceeds from the Nabisco initial public offering) to the extent used to repay, purchase or
redeem debt or preferred stock. Another policy would provide that Holdings would not declare a
dividend or distribution to its stockholders of the shares of capital stock of a subsidiary before
December 31,1996. Another policy sets forth the intention of Holdings that it would not make such a
distribution prior to December 31, 1998 if that distribution would cause the ratings of the senior
indebtedness of RJRN to be reduced from investment grade to non-investment grade or if, after giving
effect to such distribution, any publicly held senior indebtedness of the distributed company would not
be rated investment grade. There is no assurance that any such distribution will take place. Additional
policies provide that an amount equal to the net cash proceeds from any issuance and sale ofequity by
Holdings or from any sale outside the ordinary course of business of material assets owned or used by
subsidiaries in the tobacco business, in each case before December 31, 1998, would be used either to
repay, purchase or redeem consolidated indebtedness or to acquire properties, assets or businesses to be
used in existing or new lines of business and that an amount equal to the net cash proceeds of any
secondary sale of shares of Nabisco before December 31, 1998 would be used to repay, purchase or
redeem consolidated debt. No assurance can be given that Holdings will issue or sell any equity or sell
any material assets outside the ordinary course of business.

Termination of Agreement in Principle Relating to Borden. On October 25,1994, Holdings and
KKR concluded that they were unable to reach a definitive agreement for the transaction contemplated
by their agreement in principle for Holdings to acquire a minority interest in Borden, as had been
previously announced on September 12, 1994. The September 12,1994 announcement indicated that,
following KKR's successful acquisition of Borden, Holdings would issue to Borden approximately $500
million of newly issued common shares of Holdings for newly issued shares of Borden common stock
representing a207o pro forma interest in Borden and a warrant to acquire an additional l07o pro forma
interest in Borden. The inability to reach agreement resulted from various complexities affecting the
transaction, including certain accounting issues. In particular, because Holdings would have been
required to account for its investment in Borden using the equity method (thereby being required to
reflect a portion of Borden's potentially low or volatile earnings in its financial statements) and to
amortize a substantial amount of goodwill resulting from the transaction, the proposed transaction
would likely have had a dilutive effect on Holdings' near-term earnings. Attempts to resolve these issues
by restructuring the transaction were unsuccessful. Holdings could in the future explore a basis on
which it or its Nabisco subsidiary may acquire a minority equity interest in Borden in exchange for
common stock of Holdings. However, Holdings is not currently engaged in any such negotiations, and
there is no assurance that Holdings will seek to pursue any such negotiations or that any such
negotiations will be successful.
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limit, until December 31, 1998, tfre aggregate amount of cash dividends on its capital stock. Under this
policy, during that period Holdings would not pay any extraordinary cash dividends and would limit the
amount of its cash dividends, cash distributions and repurchases for cash of capital stock and

subordinated debt to an amount equal to the sum of $500 million plus (i) 657o of Holdings' cumulative
consolidated net income before extraordinary gains or losses and restructuring charges and (ii) net cash
proceeds of up to $250 million in any year from the sale of capital stock of Holdings or its subsidiaries
(other than proceeds from the Nabisco initial public offering) to the extent used to repay, purchase or
redeem debt or preferred stock. Another policy would provide that Holdings would not declare a

dividend or distribution to its stockholders of the shares of capital stock of a subsidiary before
December 31,1996. Another policy sets forth the intention of Holdings that it would not make such a
distribution prior to December 31, 1998 if that distribution would cause the ratings of the senior
indebtedness of RJRN to be reduced from investment grade to non-investment grade or if, after giving
effect to such distribution, any publicly held senior indebtedness of the distributed company would not
be rated investment grade. There is no assurance that any such distribution will take place. Additional
policies provide that an amount equal to the net cash proceeds from any issuance and sale ofequity by
Holdings or from any sale outside the ordinary course of business of material assets owned or used by
subsidiaries in the tobacco business, in each case before December 31, 1998, would be used either to
repay, purchase or redeem consolidated indebtedness or to acquire properties, assets or businesses to be

used in existing or new lines of business and that an amount equal to the net cash proceeds of any
secondary sale of shares of Nabisco before December 31, 1998 would be used to repay, purchase or
redeem consolidated debt. No assurance can be given that Holdings will issue or sell any equity or sell

any material assets outside the ordinary course of business.

Terrnination of Agreement in Principle Relating to Borden. On October 25,1994, Holdings and

KKR concluded that they were unable to reach a definitive agreement for the transaction contemplated
by their agreement in principle for Holdings to acquire a minority interest in Borden, as had been
previously announced on September 12,1994. The September 12,1994 announcement indicated that,
following KKR's successful acquisition of Borden, Holdings would issue to Borden approximately $500
million of newly issued common shares of Holdings for newly issued shares of Borden common stock
representing a 20Vo pro forma interest in Borden and a warrant to acquire an additional l07o pro forma
interest in Borden. The inability to reach agreement resulted from various complexities affecting the
transaction, including certain accounting issues. [n particular, because Holdings would have been
required to account for its investment in Borden using the equity method (thereby being required to
reflect a portion of Borden's potentially low or volatile earnings in its financial statements) and to
amortize a substantial amount of goodwill resulting from the transaction, the proposed transaction
would likely have had a dilutive effect on Holdings' near-term earnings. Attempts to resolve these issues

by restructuring the transaction were unsuccessful. Holdings could in the future explore a basis on
which it or its Nabisco subsidiary may acquire a minority equity interest in Borden in exchange for
common stock of Holdings. However, Holdings is not currently engaged in any such negotiations, and
there is no assurance that Holdings will seek to pursue any such negotiations or that any such
negotiations will be successful.
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RIR NABISCO HOLDINGS CORP.
SELECTED HISTORICAL CONSOLIDATED FINANCIAL DAIA

The selected consolidated financial data presented below as of September 30, 1994 and for the nine
months ended September 30,1994 and 1993 were derived from the Holdings Consolidated Condensed
Financial Statements incorporated herein by reference. The selected consolidated financial data
presented below as of December 31, 1993 and L992 and for each of the years in the three-year period
ended December 31, t993 for Holdings were derived from the Holdings Consolidated Financial
Statements, incorporated herein by reference, which have been audited by Deloitte & Touche lrp,
independent auditors. In addition, the selected consolidated financial data as of December 31, 1991,
1990 and 1989, for the year ended December 31, 1990 and for the period from February 9, 1989
through December 31, 1989 for Holdings and for the period from January l, 1989 through February 8,
1989 for RJRN were derived from the consolidated financial statements of Holdings and RJRN as of
December 31, 1991, 1990 and 1989, for the year ended December 31, 1990 and for each of the periods
within the one-year period ended December 31, 1989, not presented or incorporated herein by reference,
which have been audited by Deloitte & Touche LLp, independent auditors. The data should be read in
conjunction with the Holdings Consolidated Financial Statements and the Holdings Consolidated
Condensed Financial Statements incorporated herein by reference.
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Per Share Dsta
Income (loss) from continuing operations

per common and common equivalent share
Dividends per share of Serics A Preferred

stock(3)
Dividends per share of Series C Preferred

Stock(3)
Balance Shect Date

(at cod of pertodE)
Working capital .
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Total debt
Redecmable prcferred stock(4)
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of Series A Preferred Stock and Series C
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(Footnotes for prcccding page)

(l) The 1992 amount includes 4 gain of $98 million on the sale of the ready-to.eat cold cereal business.

(2) The 1989 amount for Holdings includes $237 million of interest expense allocated to discontinued
operations.

(3) On November 8, 1991, Holdings issued 52,500,000 shares of Series A Preferred Stock and sold
210,000,000 Series A Depositary Shares. On May 6,1994, Holdings issued 26,675,000 shares of
Series C Preferred Stock and sold 266,750,000 Series C Depositary Shares. Because Series A
Preferred Stock and Series C Preferred Stock mandatorily convert into Holdings Common Stock,
dividends on such shares are reported similar to common equity dividends.

(4) On Dbcember 16, 1991, an amendment to the Amended and Restated Certificate of Incorporation
of Holdings was filed which deleted the provisions providing for the mandatory redemption of the
redeemable preferred stock of Holdings on Novernber l, 2015. Accordingly, such securities were
presented as a component of Holdings' stockholders' equity as of December 31, 1992 and 1991.
Such securities were redeemed on December 6, 1993.

(5) Hofdiggs' stockholders' equity at September 30, 1994 and December 31 of each year from 1993 to
1989 includes non-cash expenses related to accumulated trademark and goodwill amortization of
$3.484 billion, $3.015 billion, $2.390 billion, $1.774 billion, $1.165 billion and $.557 billion,
respectively.

See Notes to Holdings Consolidated Financial Statements and Holdings Unaudited Quarterly Con-
solidated Condensed Financial Statements incorporated heiein by reference.
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RIR NABISCO HOLDINGS CORP.

SELECTED PRO FORIT,IA CONSOLIDATED FINANCIAL DATA

The-Holdings Pro Forma Financial Statements reflect the effects of adjustments to the historical
results of operations and financial condition of Holdings. The Holdings Pio Forma Financial State-
ments should be read in conjunction with the Holdings Consolidatld Financial Statements, the
floldings Consolidated Condensed Financial Statements and other financial information set forth or
incorporated by reference herein.

. The Holdings pro forma consolidated condensed statements of income excluding extraordinary
items related to the loss on early extinguishments of debt, net of income taxes, give effect to thl
following transactions and events as if they occurred as of January l,1993: (i) borrowings of $1.3 billion
under the Nabisco Credit Agreement and the application of funds providedthrough suJh borrowings to
repay a portion of the borrowings under the 1991 Credit Agreement; (ii) the sale and issuanci of
45,000,000 shares of Nabisco Class A Common Stock in the Nabisco Common Stock Offerings, the
resulting reduction in Holdings' proportionate interest in Nabisco and the application of the estimated
n€t proceeds of approximately $1,047 million (assuming an initial public offiring price of $24.50 per
share) therefrom to repay a portion of the borrowings under the Nibisco Credit-Agreement; (iii) ihe
assumed payment of quarterly dividends on Holdings' Common Stock of $.075 ler share and the
increased level of net indebtedness assumed to be outstanding had such dividend p"y."nt, been made;
(iv) the redemption of $1.5 billion of the l|VzVo Senior NoteJ due 199g, approximately $yq milion oi
the 8/e7o Debentures due 2017, $100 million of l3t/z%o Subordinated Debentur"s do" 2001 and
approximately $25 million of theT3hVo Debentures due 2001 through borrowings under the 1991 Credit
Agreement and proceeds from Holdings' Series C Preferred Stoclioffering completed on May 6, 1994:
and (v) the tax effect of the foregoing. Holdings' pro forma consolidated condenied balance s-heet gives
effect to the pro forma transactions and events described in clauses (i), (ii) and (iv) above, as if-they
occurred on September 30,1994.

Management believes the assumptions used provide a reasonable basis on which to present the pro
forma financial data. THE HOLDINGS pRo FoRMA FINANCIAL STATEMENTS ARE pRo-
VIDED FOR INFORMATIONAL PURPOSES ONLY AND SHOULD NOT BE CONSTRUED
TO BE INDICATIVE OF HOLDINGS' RESULTS OF OPERATIONS OR FINANCIAL POSI.
TION HAD THE TRANSACTIONS AND EVENTS DESCRIBED ABOVE BEEN CONSUM-
MATED ON THE DATES ASSUMED AND DO NOT PROJECT HOLDINGS' RESULTS OF
OPERATIONS OR FINANCIAL POSITION FOR ANY FUTURE DATE OR PERIOD. Nabisco
hasfiId a regishation statement with the Commission with respect to a pnoposed initial p.blic offering of
4510001000 shares of its Class A Common Stock, but such registratton statement has not been declarcd
effective by the Commissioru No assurance can be given thai such offering will be consrmunated.
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RIR NABISCO HOLDINGS CORP.

PRO TORMA CONSOLIDATED CONDENSED STAIEMENT OT INCOME
For the Nine Months Ended Scpternber 30,1994
@otlars in Millions Except Per shane *oTffJ.r- 

Adirurrents
$1r,322

5,079
3,789

$11,322

5,079
3,789

469469

l,gg5
(828)
(81)

1,076
474
602

1,985
$112 (a) OL6)

(81)

ttz I,188
39 (b) 513

73 675(32)(c) (32)
4t 643

98

Pro Forma

$ s4s

$ .36
.225

2.505
2.438

602
98

Per Share Data
Net income per common and common equivalent $ .33
Dividends per share of Common Stock. .

Dividends per share of Series A Preferred Stock . 2.505
Dividends per share of Series C Preferred Stock. . 2.438

$ s04 $41

See Notes to Pro Forma Consolidated Condensed. Statements of Income.
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RJR NABISCO HOLDINGS CORP.

PRO TORMA CONSOLIDAIED CONDENSED SIATEMENT OF INCOME
For the Yer Ended December 31, 1993

@olla* in Millions Except Pen Share *rTfJ*r_ 
Adi,stm€ds

Net sales !1t,*
Cost and expenses:

Cost of products sold . .

Selling, advertising, administrative and general expenses
Amortization of trademarks and goodwill
Restructuring expcnsc.

Operating income

Other income (expense), net. . .

Income before income taxes. .

Provision for income taxes .

Income (loss) before minority interest in income of Nabisco
Minority interest in income of Nabisco

Net income (loss) .

Less preferred stock dividends

Net income (loss) applicable to Common Stock .

Per Share Data

Pm Forma

6,640
5,731

625
730

1,379
(1,209)

(s8)

111

lL4
(3)

$161 (a)

l6l
s6 (b)

105
(29Xc)

76

1,378
(1,048)

(s8)

272
170

102
(29)

$15,104

6,ilo
5,731

525
730

(3)
68

73
68

$ (71)

Net income (loss) per oommon and common e4uivalent $ (.05)
Dividends per share of Common Stock. .

Dividends per share of Series A Preferred Stock . 3.34

$76 $ s

$ .00
.30

3.34

See Notes to Pro Forma Consolidated Condensed Statements of lrcome.
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RIR NABISCO HOLDINGS CORP.

NOTES TO PRO TORMA CONSOLIDATED CONDENSED STATEMENTS OF INCOME

The following is a summary of the pro forma adjustments reflected in the Pro Forma Consolidated
Condensed Statements of Income:

(a) Adjust historical interest and debt expense, as applicable, based upon (i) borrowings of
$1.3 billion under the Nabisco Credit Agreement and the application of funds provided through
such borrowings to repay a portion of the borrowings under the 1991 Credit Agreement; (ii) the
sale and issuance of 45,000,000 shares of Nabisco Class A Common Stock in the Nabisco Common
Stock Offerings, the resulting reduction in Holdings' proportionate interest in Nabisco and the
application of the estimated net proceeds of approximately $1,047 million (assuming an initial
public offering price of $24.50 per share) therefrom to repay a portion of the borrowings under the
Nabisco Credit Agreement; (iii) the assumed payment of quarterly dividends on Holdings'
Common Stock of $.075 per share and the increased level of net indebtedness assumed to be
outstanding had such dividend payments been made; (iv) the redemption of $1.5 billion of the
L0y2% Senior Notes due 1998, approximately $374 million of theS/e?o Debentures due 2017, $100
million of l3/z7o Subordinated Debentures due 2001 and approximately $25 million of the lle%o
Debentures due 2001 through borrowings under the 1991 Credit Agreement and proceeds from
Holdings' Series C Preferred Stock offering completed on May 6, 1994.

(b) Recognize income taxes on the pro forma adjustments at the U.S. statutory rate of 35Vo.

(c) Record the reduction of Holdings' proportionate interest in Nabisco resulting from the
Nabisco Common Stock Offerings.
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RIR NABISCO HOLDINGS CORP.

PRO IORMA CONSOLIDATED CONDENSED BALANCE SIIEET
Septernber 30,1994
(Dollars in Millions)

Assprs
Current assets:

Cash and cash equivalents .

Accounts and notes receivable, net ...
Inventories
Prepaid expenses and excise taxes. .

Total current assets .

Property, plant and equipment, at cost
Less accumulated depreciation .

Net property, plant and equipment. . . .

Trademarks, net . .

Goodwill, net ..
Other assets and deferred charges

LrlsrLrrrEs AND SrocKHoLDERs' EQUITY
Current liabilities:

XS::i,X,:';li:urL : :::: :: :::: ::: ::: ::::: ::: :: : :

Accrued liabilities
Current maturities of long-term debt .

Income taxes accrued ....
Total currcnt liabilities

Long-term debt (less current maturities)

Other noncurrent liabilities.
Deferred income taxes .

Stockholders' equity:
ESOP convertible preferred stock .

Series A convertible preferred stock .

Series B preferred stock .

Series C convertible preferred stock .

Common Stock .

Paid-in capital
Retained earnings (accumulated deficit)
Receivable from ESOP
Other stockholders' equity

Total stockholders' equi$

Pro Foma
Hlstortcat A4lrutrents Aftcr Adiustnentq

$ 647
1,107
2,504

414

4,672

7,710
(2,28t)
5,429

8,573
12,761

4t6
$31,851

$ (3ee) (a)

(3ee)

(13)(a)

$ (412)

$ 248
1,107
2,504

414
4,273

7,7L0
(2,281)

5,429

8,573
12,761

403

$31,112

$ 229
469

2,563
613
29t

4,L65

9,176

3,188
3,683

247
2

1,250
3

1l
10,607

(ss0)
(1e0)
( 1s3)

11,227

$31,439

$ 229
469

2,646
6t3
357

4,314

10,363

(83Xa)

$ (66Xa)
(t4e)

(1a0)(a)
(b)

(1,300)(c)
253 (c)

654 (c)2,534
3,683

247
2

1,250
3

l1
L0,214

(427)
(1e0)
(1s3)

r0,957

$3 1,85 1

393 (c)
(t23)(a)

no
$ (412)

See Notes to Pro Forma Consolidated Condensed Balance Sheet.
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RTN N.ITTSCO HOLDINGS CORP.

NOTES IIO PRO FORMA CONSOLIDATED CONDENSED BALANCE SIMET

The following is a summary of the pro forma adjustments reflected in the Pro Forma Consolidated
Condensed Balance Sheet:

(a) The redemption of $ I .5 billion of the l|Yz%o Senior Notes dues 1998, approximately $374
million of the 8/s7o Debentures due 2017 , $100 million of the l3t/z% Subordinated Debentures due
2001 and approximately $25 million of the lle%oDebentures due 2001, including the payment of
accrued interest on such notes and debentures in the aggregate amount of $83 million, through
borrowings under the 1991 Credit Agreement and proceeds from Holdings' Series C Preferred
Stock offering completed on May 6, 1994, the write off of related unamortized financing costs of
$13 million and the resulting extraordinary loss of $123 million net of related income taxes of
$66 million. Because the income statement impact of such events will be included in Holdings'
consolidated statement of income within the twelve months subsequent to September 30, 1994,
such income statement impact was not considered in the accompanying pro forma consolidated
income statement.

(b) Borrowings of $1.3 billion under the Nabisco Credit Agreement and the application of
funds provided through such borrowings to repay a portion of the borrowings under the 1991
Credit Agreement.

(c) The sale and issuance of 45,000,000 shares of Nabisco Class A Common Stock in the
Nabisco Common Stock Offerings, the resulting reduction in Holdings'proportionate interest in
Nabisco and the application of the estimated net proceeds of approximately $1,047 million
(assuming an initial public offering price of $24.50 per share) therefrom to repay a portion of the
borrowings under the Nabisco Credit Agreement. Holdings' accounting policy with respect to sales
of stock by its subsidiaries is to recognize any gains In paid-in ."-pitat if subsequent capital
transactions are contemplated that may affect the realization of such gains.
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SECURITY OWNERSHIP OF' CERTAIN BENEFICIAL OWNERS AND MANAGEMENT

The following table sets forth certain information regarding the beneficial ownership of Holdings
Common Stock as of October 31, 1994 by (a) persons known to Holdings to be the beneficial owners of
more than five percent of the outstanding Holdings Common Stock, (b) each director of Holdings,
(c) each of the five most highly compensated executive officers of Holdings during the 1993 fiscal year of
Holdings, (d) one individual who served as Chief Executive Officer of Holdings during the 1993 fiscal
year of Holdings and (e) all directors and executive offrcers of Holdings as a group. The following table
assumes: (i) the mandatory conversion of Holdings' Series A Preferred Stock on November 15, 1994
(the "Mandatory Conversion"), (ii) all outstanding options for Borden Common Stock are exercised,
(iii) all outstanding shares of Borden's Series B Preferred Stock are converted into Borden Common
Stock and (iv) Borden Shares equal to the Minimum Condition are exchanged in the Exchange Offer at
an Exchange Ratio of 1.78L25 to 1. If l00%o of the Borden Shares are exchanged at an Exchange Ratio
of 2.375 td 1, the Beneficial Ownership After Exchange Offer and Mandat6ry Conversion f6r KKR
Associates shown in the table below wou-ld be202,935,479 shares alnd 14.94Vo (Ll.77Vo on a fully diluted
basis), respectively. lnformation concerning Borden shares and options outstanding is based on
informatioir available on November 15, 199{. Except as otherwise noted, the persons named in the
table below have sole voting and investment power with respect to all shares shown as beneficially owned
by them.

B€n€OclaI OrrnerSip Bcneffcial Ownerdttp
Prior to Exchange Offer After Excharrye Ofrer

and and
Mandatory Cornrcrston Mardatory ComrcrslonNarne of Beneftctal Ormer

Shares Shares

KKR Associates(l) 556,766,236 48.487o 447,963,276 32.98Vo
9 West 57th Street
New York, New York 10019

FMR Corp.(z) .. 120,887,980 10.21 120,883,980 8.90
82 Devonshire Street
Boston, Massachusetts 02109

John T. Chain, Jr.(3) .

John L. Clendenin
Louis V. Gerstner, Jr.(a) .

James H. Greene, Jr.(l) .

H. John Greeniaus(3) .. . .

Charles M. Harper(3). . . .

James W. Johnston(3Xs)
Henry R. Kravis(l). . . ..
John G. Medlin, Jr. . .

Paul E. Raether(1)
Lawrence R. Ricciardi(4x6)
Rozanne L. Ridgway(3) . .

Clifton S. Robbins(l) . . .

George R. Roberts(l) . . .

Scott M. Stuart(l)
G. Richard Thoman(3)
Michael T. Tokarz(l) ....
Karl M. von der Heyden(3)
All directors and executive officers of Holdings as a

group (other than as set forth above in relation to
KKR Associates)(1)(3) 1,.64?o t9,029,327 l.39%o

40,000
2,266

2,114,213
27,30t

2,234,093
2,810,490
2,174,455

289,189
34,333
94,185

1,435,339
30,000
21,614

289,189
14,106

Tg,stt
r,921,315

19,029,327

40,000 *
2,266 *

2,114,213 .16
27,301 *

2,234,093 .16
2,810,490 .21
2,174,455 .16

289,189 {'

34,333 *
94,185 *

1,435,339 .11
30,000 *
21,614 *

289,189 *
14,106 ,n

29,577 ',r'

r.92t,315 .r4

*
rf

.18
,1.

.19

.24

.t9
*
*
*
.12
*
*
*
*

*
.17

* Less than O.l%o.

(1) Shares of Holdings Common Stock shown as beneficially owned by KKR Associates include shares
owned of record by the limited partnerships of which KKR Associates is the sole general partner
and as to which it possesses sole voting and investment power, including the Partnership and, after
giving effect to the Exchange Offer, any shares of Holdings Common Stock held by Borden upon
exercise of the Option and indirectly controlled by KKR Associates. KKR Associates is a limited
partnership of which Messrs. Greene, Kravis, Raether, Roberts and Tokarz, all directors of
Holdings, and Saul A. Fox, Robert I. MacDonnell and Michael N. Michelson are the general

(Footnotes continued on following page)
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(Footnotes continued from preceding page)

Parqg_r!. Such persons4ay be deemed to share beneficial ownership of the shares shown as owned
!y ffn_.lssociates. _The foregoing persons disclaim beneficial ownership of any such shares.
Messrs. Robbins and Stuart, both directors of Holdings, are limited partneis of KKR Associates.

(2) According to the Schedule 13G dated October 7, Igg|jointly filed by FMR Corp. and Edward C.
Johnson 3d, Qhairman of FMR Corp. and a member of a controlling group witlt respect to FMR
Qotp., the 120,887,980 shares of Holdings Common Stock shown as beneficially owned by FMR
Corp. and Mr. Johnson include (i) 112,056,000 shares (including 33,841,300 shaies issuabld within
60 days upon the Mandatory Conversion) beneficially owned by Fidelity Management & Research
C-omp.any, a registered investment adviser and wholly owned subsidiary of FMR Corp., as a result
of acting as investment adviser to several registered investment comfanies that own such shares
(the "Fidelity Funds") and (ii) 8,831,980 shares (including 1,914,500 shares issuable within 60
days upon the Mandatory Conversion) beneficially owned by Fidelity Management Trust Com-
pany, a bank and wholly owned subsidiary of FMR Corp., as a result of serving as investment
manager of institutional accounts. The 8,938,95U shares of Series A Preferred Stock reflected in the
number of shares of Holdings Common Stock shown as beneficially owned represented 17.029o of
the outstanding Series A Preferred Stock as of October 31, 1994. According tb the Schedule 13G,
FMR Corp. and Mr. Johnson also beneficially own 580,150 shares of Series C Preferred Stock as a
result of (i) the Fidelity Funds owning 4,383,100 Series C Depositary Shares and (ii) such
investment accounts owning 1,418,400 Series C Depositary Shares. According to the Sched-
ule 13G, (a) FMR Corp. and Mr. Johnson each has-sole investment power, but neither has sole
voting powerJ_ov-er the sharesowned by the Fidelity Funds and (b) FMR Corp. has sole investment
pqwgr over all of, has sole voting power over certain of, and has no voting pow-er over the remainder
of, the shares owned by the institutional accounts.

(3) For purposes of this table, a person or group of persons is deemed to be the "beneficial owner" of
any shares that such person has the right to acquire within 60 days. For purposes of computing the
percentage of outstanding shares held by each person or group of persons named above on a given
4ate, any security that such person or persons has the right to acquire within 60 days is deemed to
be outstanding, but is not deemed to be outstanding for the purpbse of computing the percentage
ownership of any other person. The number of shares beneficially owned includes (i) 30,000 shares
subject to currently exercisable options granted to each of Mr. Chain and Ms. Ridgway; 2,187,500
shares subject to currently exercisable options granted to Mr. Harper; 1,602,600 shares subject to
currently exercisable options granted to each of Messrs. Greeniaus-and Johnston;1,069,799 ihares
subject to currently exercisable options granted to Mr. Ricciardi; and 11,918,850 shares subject to
gu-rlgntly exgrcislble options granted to all directors and executive officers as a group; and (ii) 768,
1,308, 1,317,1,1t5, 1,315 and 19,486 shares of Holdings Common Stock cuirenily issuable on
conversion of a like number of shares of ESOP Preferried Stock (as defined below) owned by,
respectively,_Messrs. Harper, Greeniaus, Johnston, Ricciardi, von der Heyden and all directors and
executive officers as a group.

(4) Ih9 ogtslqldlgg shares of Holdings Common Stock shown as beneficially owned by Mr. Gerstner
include 103,600 shares held in trust for the benefit of Mr. Gerstner's ihildren, al to which Mr.
Gerstner disclaims beneficial ownership.

(5) Ih9 olts!?qdjlg shares of Holdings Common Stock shown as beneficially owned by Mr. Johnston
include 60,000 shares held in trust for the benefit of Mr. Johnston's children, ai to which Mr.
Johnston disclaims beneficial ownership.

(6) The outstanding shares of Holdings Common Stock shown as beneficially owned by Mr. Ricciardi
include 60,000-shares held in tiust for the benefit of Mr. Ricciardi's childreir, as to which
Mr. Ricciardi disclaims beneficial ownership.

As of October 31, 1994, Wachovia Bank of North Carolina, N.A. ("Wachovia"), Box 3875, Trust
Operations, Winston-Salem, North Carolina 27102, beneficially owned 15,490,964 shares of ESOP
Convertible Preferred_Stock of Holdings ("ESOP Preferred Sto'ck";, representing l\OVo of the issued
lqqg[ta:ldingJSoP Preferred Stoc[. Wachovia holds such shar63 in its capaciry as Trustee of the
RJRN Defined Contribution Master Trust. Under the terms of the Master Truit, Wachovia is required
to vote shares of ESOP Preferred Stock allocated to DarticiDants' accounts in accordance with
instructions received from such participants and to vote allocated shares of ESOP Preferred Stock for
which it has not received instructions a-nd unallocated shares in the same ratio as shares with respect to
which instructions have been received. Wachovia has no investment power with respect to shires of
ESOP Preferred Stock.
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BORDEN,INC.

Borden is engaged primarily in manufacturing, processing, purchasing and distributing a broad
range of products through three operating divisions: North American Foods, International Foods and
Packaging and Industrial Products. North American Fmds is comprised of niche grocery, pasta and
sauce,-and dairy products, while International Foods includqs international milk powder, European
bakery products and sevpral European grocery and pasta businesses. Packaging and Industrial
Products includes primarily wallcoverings, adhesives and resins, and plastic films and packaging.
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BORDEN, INC.
SELECTED IIISTORICAL CONSOLIDAIED FINANCIAL DAIA

The selected consolidated financial data presented below for the nine months ended September 30, 1994 and
1993 were derived from unaudited quarterly consolidated financial statqments contained in Borden's Quarterly
Report on Form 10-Q at and for the nine months ended September 30, L994 and incorporated herein by reference.
The selected consolidated financial data presented below for each of the years in the three-year period ended
December 31, 1993 for Borden were derived from the consolidated financial statements coniained in Borden's
Annual Report on Form 10-K for the year ended December 31,1993 and incorporated by reference herein, which
have been audited by Price Waterhouse LLP, independent accountants. The unaudited quarterly consolidated
financial statements include all adjustments which are, in the opinion of Borden management, necessary for a fair
statement of the interim results. Results for interim periods are not necessarily indicative of results to be expected
for the full year. The data below should be read in conjunction with the audited consolidated financial statements
and unaudited quarterly consolidated condensed financial statements of Borden, and the related notes thereto,
incorporated by reference herein.

For lhc Nlnc Monlhr
Erdcd Srpaedcr 30, Fc tbc Ycrrr Edod Dcccdrr 31.

1994 193 lCrS t:yn gln 1990 19t9

nonrn ilrothg crctDa pcr ffi drh) -
$ 4,0E2 $ 4,037 $ 5,506 $ 5,872 $ 5,924 $ 6,273 $ 6,391

Rwelrle
Net sales

Cost sd Expeoser
Cost of goods sold . . .

Restructuring charges( I )
Interest expense
Equity in income of afrliates
Minority intcrest .

Other (income) and expense, tret . , .
lncome taxes

3,075
E59
(40)
92
(e)
29

104
27

4,137

(55)

(59)

J14)

4,07E
t,2u
ll5
t25
1r6)
4t
23

(27)
5,563

4,859
902
63
129
(17)

Itl
76

4,302
I,163

29E
l16
(19)
,00
(4)
l4

2,967
E03

93
(10)
30
29
42

4,269 4,64r,024 r,020
67t67 156(24) (23)
33(13) t2l5l 169

@ 5,eEt

(Loos) income from continuing operations
Discontinued operations:(l)(2) -

(Loss) incomc from opcrations . . . . .

Loss on disposal . . .: . .

(Loss) income before extraordinary item and cumulative effect of
sccounting changes

Extraordinary loss on early retirement of debt .
Cumulative effect of chqnge in accounting for:

Postemployment bencfits
Pootretircment benefts other than pensions
Income taxes

3,954 5,9r0

(3E)

(86)

E3 (s7)

(46) (66)

2E0

_15

292

_28

6,424

(33)

_16(490)

(613) 024) 29s
(ll)

(.33)

_(17)

!_89 !_(r7)
s 1.97 $ (o.zz)

0.19 0.11

:20

Net (loss) incomc,

Shrre Detr
$ (ll4)

g (.3e)

(.41)

l-
(.47

(3.47

(!oss) income from continuing operations
Discontinued operations:

(Loss) income from opcrations . . . . .
Loss on disposal . . .: . .

(Loes) incomc before cxtraordinary item and cumulative effect of
accounting changes

Extraordinary loss on early retirement of debt ,
Cumulative effect of chanlre in accounting for:

Postemployment bcnefr ti
Postretircment bcnefits other thao pensions
Income taxes

(.60) 
_.lo

2.00 2.16

$ 2.16

$ 1.035
147.9

9'ttl

$ (0.il)
$ o90

14E.2

Net (loss) income per common share

Cash dividends paid per common share . .
Average number of common shares outstanding during the period . .

gjq) !-11 !_(4.47)ggg!_?!q
$ .23 $ .7s $ .90 $ l.lr5 $ l.l2141.5 140.9 141.0 143.4 147.6

(Footnotcs on following page)
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At Scp0cmber 30,
1994

At lhc.obcr 31'

1993 tW2 llDl lvn
(dol|rn ln mllllor, cxccpt Fr rhrrc det )

19t!)

$1,370 $
561

r,321
752

4,0t4
1,41E
1,4t6
2,457

140
0.99

$2,026 $2,011237 150r,1w 1,441r,314 1,2t3
5,2E4 4,825
1,847 1,46
1,340 l,Ml
1,595 1,670r,842 1,689
12.50 11.41

1,290 $1,928 $1,92143 352 3t9r,337 1,788 1,904
E02 1,178 1,317

3,E72 5,246 5,461
1,372 1,808 t,414
1,241 1,330 1,346
2,254 2,312 2,072

246 . r,126 1,975t.74 8.01 13.39

(1) 1993 includes a pretax charge of $752.3 million for business divestitures and restructuing-,.1992,1991 and' ' 
1989 include prelax restruciiring iharges of $377.2 million, $71.6 millioqgnd $570.7 million, respectively.
The nine monihs ended SeptemSer 30:1994 includes a pretax credit of $50.1 million for reversal of prior
restructuring charges.

(2) Financial data for-the years prior to 1993 w€re restated in 1993 to reflect discontinued operations.

See Notes to Borden's Consolidated Financial Statements and Borden's Unaudited Quarterly
Consolidated Financial Statements incorporated herein by reference.
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TIIE PURCHASER AND TIIE COMMON STIOCI( PARTNERSHIPS

The Purchaser, a New Jersey corporation and a subsidiary of the Partnership, was organized in
connection with the Transactions and has not carried on any activities to date other than those incident
to its formation and the Transactions. Prior to the consummation of the Exchange Offer, KKR Partners
II, L.P. will become a holder of shares of common stock of the Purchaser. Each of the Common Stock
Partnerships is a Delaware limited partnership, whose general partner is KKR Associates, an affiliate of
KKR. The principal assets of each of the Common Stock Partnerships consist of investments in various
entities, including investments in Holdings. The name, business address, principal occupation or
employment, and five year employment history of each of the directors and executive officers of the
Purchaser and of KKR Associates, the general partner of each of the Common Stock Partnerships, and

certain other information, are set forth in Schedule I to this Offering Circular/Prospectus.

DESCRIPTION OF HOLDINGS CAPITAL STOCI(

The authorized capital stock of Holdings consists of 2,200,000,000 shares of Holdings Common
Stock and 150,000,000 shares of preferred stock, par value $.01 per share (the "Preferred Stock"). As
of October 31, 1994, 1,148,477,506 shares of Holdings Common Stock were outstanding. As of such
date,94,664,699 shares of Preferred Stock were outstanding, of which 52,500,000 shares were Series A
Preferred Stock, 50,000 shares were Series B Cumulative Preferred Stock (the "Series B Preferred
Stock"), 26,675,000 shares were Series C Preferred Conversion Stock (the "Series C Preferred Stock")
and 15,490,964 shares were ESOP Preferred Stock.

The following is a description of the terms of the capital stock of Holdings..This description does

not purport to be complete and is qualified in its entirety by reference to Holdings' Amended and
Restated Certificate of Incorporation, as amended (the "Holdings Certificate of Incorporation"), which
has been incorporated by reference as an exhibit to the Registration Statement of which this Offering
Circular/Prospectus is a part and is incorporated by reference herein. Holdings believes that the
summaries of the Holdings Certificate of Incorporation set forth below are accurate and complete
summaries of the material terms of such instruments.

Common Stock

Each share of Holdings Common Stock is entitled to one vote at all meetings of stockholders of
Holdings for the election of directors of Holdings and on all other matters. Dividends may be paid to the
holders of Holdings Common Stock when, as and if declared by the board of directors of Holdings out of
funds legally available therefor. The Holdings Common Stock has no preemptive or similar rights.
Holders of Holdings Common Stock are not liable to further call or assessment. Upon liquidation,
dissolution or winding up of the affairs of Holdings, any assets remaining after provision for payment of
creditors (and any liquidation preference of any outstanding preferred stock) would be distributed pro
rata among holders of the Holdings Common Stock. Holdings has never paid any cash dividends on
shares of the Holdings Common Stock. The Credit Agreements restrict cash dividends and other
distributions on Holdings Common Stock. The indenture relating to subordinated debentures (the
"RJRN Subordinated Debentures") of RJRN (the "RJRN Subordinated Debenture Indenture") and
the indenture relating to certain senior notes (the "Senior Notes") of RJRN (the "Senior Note
Indenture") restrict dividends or distributions to Holdings from RJRN and its subsidiaries which could
otherwise be used for the payment of cash dividends on the Holdings Common Stock by Holdings. The
timing, amount and form of future dividends, if any, will depend, among other things, upon the effect of
applicable restrictions on the payment of dividends, results of operations, financial condition, cash
requirements, prospects and other factors deemed relevant by the board of directors of Holdings. See
"Certain Significant Considerations-Holding Company Structure" and "Description of Holdings
Capital Stock-Contractual Restrictions on Payment of Dividends."
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The Holdings Common Stock is listed on the NYSE.

First Chicago Trust Company of New York is the registrar and transfer agent for the Holdings
Common Stock.

Prefered Stock

Series A Preferred Stock. Each share of Series A Preferred Stock was entitled to receive, when, as
and if declared by the board of directors of Holdings, out of funds legally available therefor, cumulative
cash dividends at a rate of $3.34 per annum, payable quarterly in arrears. On November 15, 1994 each
share of Series A Preferred Stock mandatorily converted into four shares of Holdings Common Stock
(the "Series A Common Equivalent Rate").

Holders of Series A Preferred Stock had the right, voting together with the holders of Holdings
Common Stock (and any other class of capital stock of Holdings entitled to vote together with the
Holdings Common Stock, including the Series C Preferred Stock and ESOP Preferred Stock) as one
class, to vote in the election of directors and upon each other matter coming before any meeting of the
stockholders on the basis initially of one vote (equal to one-fourth of the Series A Common Equivalent
Rate) for each Series A Preferred Stock held; provided that the holders of Series A Preferred Stock are
not entitled to vote on any increase or decrease in the number of authorized shares of any class or classes
of stock. In the event dividends on all series of Preferred Stock, including the Series A Preferred Stock,
were in arrears and unpaid for six quarterly periods, the holders of Seriis A Preferred Stock, together
with the holders of all other outstanding seriei of Preferred Stock entitled to vote thereon, were entitled
to elect two additional directors to the board of directors of Holdings until all cumulative dividends on
all series of Preferred Stock, have been paid or declared and set aside for payment; provided that such
directors may not have exceeded 25Vo of the total board of directors or be less than one director. While
such holders were entitled to elect two directors, they were not entitled to participate with the holders of
Holdings Common Stock in the election of any other directors, but would have continued to vote with
the holders of Holdings Common Stock upon each other matter coming before any meeting of the
stockholders.

Upon any voluntary or involuntary liquidation, dissolution or winding up of Holdings, holders of
Series A Preferred Stock were entitled to receive $40.50 per share, plus an amount equal to any accrued
and unpaid dividends, before any distribution is made on any class of junior securities, including
Holdings Common Stock.

Series B Preferred Stock. Each share of Series B Preferred Stock is entitled to receive, when, as

and if declared by the board of directors of Holdings, out of funds legally available therefor, cumulative
preferential cash dividends at the rate per annum of 9.25Vo, payable quarterly in arrears. On and after
August 19, 1998, Holdings, at its option upon not less than 30 nor more than 60 days' notice, may
redeem shares of the Series B Preferred Stock, as a whole or in part, at any time, at a redemption price
equivalent to $25,000 per share, plus accrued and unpaid dividends thereon to the date fixed for
redemption, without interest, to the extent Holdings will have funds legally available therefor.

The Series B Preferred Stock has no stated maturity and is not subject to any sinking fund or
mandatory redemption. The Series B Preferred Stock is not convertible into, or exchangeable for, shares
of any other class or series of stock of Holdings.

The holders of the Series B Preferred Stock do not have any voting rights, except as otherwise
provided by law and under certain other limited circumstances.

Upon any voluntary or involuntary liquidation, dissolution or winding up of Holdings, holders of
Series B Preferred Stock will be entitled to receive $25,000 per share, plus an amount equal to any
accrued and unpaid dividends, before any distribution is made on any class of junior securities,
including Holdings Common Stock.
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Series C Preferred Stock. Each share of Series C Preferred Stock is entitled to receive, when, as
and if declared by the board of directors of Holdings, out of funds legally available therefor, cumulative
preferential cash dividends accruing at arate of $6.012 per annum, payable quarterly in arrears. Each
share of Series C Preferred Stock will mandatorily convert into ten shares of Holdings Common Stock
on May 15,1997, subject to adjustment in certain events (the "series C Common Stock Equivalent"),
plus accrued and unpaid dividends on the Series C Preferred Stock until the date of conversion. In
addition, each share of Series C Preferred Stock may be redeemed by Holdings, in whole or in part, at
any time or from time to time prior to the mandatory conversion date at a redemption price to be paid in
shares of Holdings Common Stock (or following certain circumstances, other consideration), plus
accrued and unpaid dividends. The optional redemption price declines from $112.286 per share by
$.01656 per share on each day following May 6,1994 to $95.246 per share on March 15,1997, and is
$94.25 thereafter (the "Call Price").

Immediately prior to a merger or consolidation of Holdings (other than a merger or consolidation
of Holdings with or into a wholly owned subsidiary of Holdings) that results in the conversion or
exchange of Holdings Common Stock into other securities or property, outstanding Series C Preferred
Stock may be converted at the option of Holdings into (i) shares of Holdings Common Stock at a rate
equal to the Series C Common Stock Equivalent (currently ten shares for each share of Series C
Preferred Stock), in effect immediately prior to such merger or consolidation, plus (ii) the right to
receive an amount in cash (which may, at the option of Holdings, be payable in shares of Holdings
Common Stock) equal to all accrued and unpaid dividends on such Series C Preferred Stock to and
including the Settlement Date, plus (iii) the right to receive an amount of cash (which may, at the
option of Holdings, be payable in shares of Holdings Common Stock) initially equal to $18.036 per
share, declining by $.01656 on each day following May 6,1994 to $.996 on March 15,1997 and equal
to zero thereafter. The shares of Holdings Common Stock issuable under clause (i) above will be
reduced, if necessary, so that the value of the aggtegate consideration described in clauses (i) and (iii)
above does not exceed the Call Price on the Settlement Date. Alternatively, Holdings may caus€ the
Series C Preferred Stock to remain outstanding or convert into a substantially similar security of
Holdings or of the entity issuing the consideration in such merger or consolidation. [n that event, each
holder of a share of Series C Preferred Stock may elect to convert the Series C Preferred Stock into
Holdings Common Stock at a rate equal to the Series C Common Stock Equivalent immediately prior
to the merger or consolidation (provided that the number of shares of Holdings Common Stock issuable
will be reduced, if necessary, so that the value of such shares does not exceed the Call Price on the
Settlement Date), plus the right to receive an amount of cash (which may, at the option of Holdings, be
payable in shares of Holdings Common Stock) equal to all accrued and unpaid dividends on such
Series C Preferred Stock to and including the Settlement Date.

If Holdings has recommended acceptance of (or has expressed no opinion and is remaining neutral
toward) a tender offer which would result in the ownership by the bidder (or an affiliate of the bidder) of
more than 50?o of the then outstanding Holdings Common Stock, then each holder of Series C
Preferred Stock will have the option to convert such shares, in whole (but not in part), into Holdings
Common Stock at the Series C Stock Equivalent in effect at the close of business on the day prior to the
date of expiration or termination of such tender offer; provided that the number of shares of Holdings
Common Stock issuable upon such conversion will be reduced if necessary, so that the value of such '
shares does not exceed the Call Price on such date.

If Holdings distributes to holders of Holdings Common Stock the capital stock of a subsidiary
representing all or substantially all of either of Holdings' two present principal lines of business (the
"Spinoff Company"), Holdings will (subject to the final sentence of this paragraph) convert each share
of Series C Preferred Stock into one-half of a share of the existing Series C Preferred Stock and one-
half of a share of a substantially equivalent security of the Spinoff Company. [n such case, the
conversion rate per share of the new Series C Preferred Stock will be equal to a fraction, ofwhich the
numerator will be the product of the market price of Holdings Common Stock prior to the distribution
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and the Series C Common Stock Equivalent and of which the denominator will be the excess of the
market price of Holdings Common Stock prior to the distribution over the market value of a share of the
Spinoff Company. The conversion rate per share of the new security of the Spinoff Company will be
equal to a fraction, of which the numerator will be the product of the market price of Holdings Common
Stock prior to the distribution and the Series C Common Stock Equivalent and of which the denomina-
tor will be the market value of a share of the Spinoff Company. Alternatively, Holdings may elect to
distribute to each holder of Series C Preferred Stock the numU"i of shares of capital stoct of tlie Spinoff
Company that such holder would have been entitled to receive if the Series C Pieferred Stock had been
converted to Holdings Common Stock immediately prior to the distribution at the Series C Common
Stock Equivalent then in effect. In the event that either (a) the fair value of the shares of the Spinoff
Company distributed are greater than or equal to 95Vo of the market price of Holdings Common Stock
prior to the distribution or (b) the record date for the distribution is fixed less than twenty-one trading
days prior to such record date, then Holdings must elect to distribute the shares of the Spinoff Company
to the holders of the shares of Series C Preferred Stock in accordance with the preceding sentence.

The voting rights of the holders of Series C Preferred Stock are generally consistent with those of
the holders of Series A Preferred Stock prior to its mandatory conversion on November 15, 1994.

Upon any voluntary or involuntary liquidation, dissolution or winding up of Holdings, holders of
Sories C Preferred Stock will be entitled to receive $60.50 per share, plus an amount equal to any
accrued and unpaid dividends, before any distribution is made on any class of junior securities,
including Holdings Common Stock.

ESOP Preferred Stock. Each share of ESOP Preferred Stock is entitled to receive, when, as and if
declared by the board of directors of Holdings, out of funds legally available therefor, cumulative cash
dividends at a rate of 7.81257o of stated value per annum ($t.ZS per annum) at least until April 10,

1999, payable semi-annually in arrears. Each share of ESOP Preferred Stock is convertible into one
share of Holdings Common Stock, subject to adjustment in certain events. The ESOP Preferred Stock
is redeemable at the option of Holdings, in whole or in part, at any time on or after April 10, 1999, at an

initial optional redemption price of $16.25 per share, declining thereafter on an annual basis in the
amount of $.125 a year to $16 per share on April 10, 2001, plus accrued and unpaid dividends. Under
certain other circumstances, the ESOP Preferred Stock is subject to redemption at any time. Holders of
ESOP Preferred Stock have voting rights which are generally consistent with those of the holders of the
Series A Preferred Stock prior to its mandatory conversion on November 15, 1994.

. Upon any voluntary or involuntary liquidation, dissolution or winding up of Holdings, holders of
ESOP Preferred Stock will be entitled to receive $16.00 per share, plus an amount equal to any accrued
and unpaid dividends, before any distribution is made on any class of junior securities, including
Holdings Common Stock.

Contractual Reshictlons ard Policies on Payment of Dividends

Holdings is subject to various contractual restrictions on its ability to pay dividends on its Preferred
Stock and Holdings Common Stock.

Under the Credit Agreements, if no event of default exists thereunder in the case of clauses (i), (iii)
and (iv) below, Holdings may (i) declare and pay regularly scheduled dividends on its preferred or
preference stock outstanding on December 9, I99t, in the case of the 1991 Credit Agreement, and
April 5, 1993, in the case of the 1993 Credit Agreement, when and as scheduled at dividend rates not
exceeding those in effoct on December 19, 1991, in the case of the 1991 Credit Agreement, and April 5,
1993, in the case of the 1993 Credit Agreement; (ii) issue shares of Holdings Common Stock upon the
exercise of any warrants or options or upon the conversion or redemption of any convertible or
redeemable preferred stock, and in connection with any such exercise, conversion or redemption,
Holdings may pay cash in lieu of issuing fractional shares of Holdings Common Stock; (iii) repurchase
shares of Holdings Common Stock (and/or options or warrants in respect thereof) pursuant to and in
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accordance with the terms of, management and/or employee stock plans; (iv) declare and pay, or
otherwise effect, any other cash dividend or other dividend or distribution, or repurchase or redeem any
capital stock, provided that the aggregate amount of such dividends, distributions, repurchases and
redemptions, when added to all dividends, distributions, repurchases and redemptions, made in accor-
dance with this clause (iv) after December 9, 1991, in the case of the 1991 Credit Agreement, and
January I,1992, in the case of the 1993 Credit Agreement, will not exceed an amount equal to the sum
of (x) 5O?o of the sum of (A) consolidated net income of Holdings and its subsidiaries for the period
(taken as one accounting period) from January l, 1992 to the last day of the last fiscal quarter of
Holdings then ended plus (B) all losses from debt retirement deducted in determining consolidated net
income of Holdings and its subsidiaries for the period referred to in clause (A) above plus (y) the
aggregate cash proceeds (net of underwriting discounts and commissions) received by Holdings after
March 22, 1993, in the case of the 1991 Credit Agreement, and April 5, 1993, in the case of the 1993
Credit Agreement, from issuances of its equity securities; (v) issue and exchange shares of any class or
series of Holdings common stock now or hereafter outstanding for shares of any other class or series of
Holdings common stock now or hereafter outstanding and (vi) in connection with any reclassification of
Holdings common stock and any exchange permitted by clause (v) above, pay cash in lieu of issuing
fractional shares of any class or series of Holdings common stock.

RJRN and Holdings are seeking to amend the Credit Agreements to permit the completion of the
proposed Nabisco initial pubtic offering and to allow Nabisco Inc., Nabisco's immediate subsidiary, to
obtain a $1.5 billion short-term credit facility. In the amendments (the t'Amendments") to the Credit
Agreements proposed by RJRN and Holdings, Holdings would be subject to new limits on its ability to
pay dividends on its Preferred Stock and Holdings Common Stock. Specifically, if the proposed
Amendments become effective, Holdings would be able to (i) issue shares of Holdings Common Stock
upon the exercise of any warrants or options or upon the conversion or redemption of any convertible or
redeemable preferred stock and, in connection with any such exercise, conversion or redemption,
Holdings would be able to pay cash in lieu of issuing fractional shares of Holdings Common Stock; (ii) if
no event of default existed under the Credit Agreements, repurchase Holdings Common Stock (and/or
options or warrants in respect thereof) pursuant to, and in accordance with the terms of, management
and/or employee stock plans; (iii) if no event of default existed under the Credit Agreements, declare
and pay, or otherwise effect, any other cash dividend or other dividend or distribution, or repurchase or
redeem any capital stock, provided that the aggregate amount of such dividends, distributions,
repurchases and redemptions, when added to all dividends, distributions, repurchasos and redemptions
made in accordance with this clause (iii) after the effective date of the Amendments, would not exceed
an amount equal to the sum of (x) $ I billion plus (y) 507o of the sum of (A) consolidated net income of
Holdings and its subsidiaries for the period (taken as one accounting period) from January 1, 1995 to
the last day of the last fiscal quarter of Holdings then ended plus (B) all losses from debt retirement
deducted in determining consolidated net income of Holdings and its subsidiaries for the period referred
to in clause (A) above plus (z) the aggregate cash proceeds (net of underwriting discounts and
commissions) received by Holdings after the effective date of the Amendments from issuances of its
equity securities (provided that the aggregate amount of such aggregate net cash procoeds received in
any twelve-month period shall be deemed not to exceed S250 million for purposes of this clause (iii)(z)),
in each case determined at the time of the declaration thereof, provided that such dividend, distribution
or redemption payment was paid within 45 days of the making of such declaration; (iv) issue and
exchange shares of any class or series of its common stock now or hereafter outstanding for shares of
any other class or series of its common stock now or hereafter outstanding; and (v) in connection with
any reclassification of its common stock and any exchange permitted by clause (v) above, pay cash in
lieu of issuing fractional shares of any class or series of its common stock. RJRN and Holdings
anticipate that their lenders will consent to the proposed amendments and to the establishment of a
short-term credit facility for Nabisco, Inc.

The Senior Note Indenture, under which $1.5 billion of lOVz?o Senior Notes due 1998 (the "senior
Notes") are outstanding, and the RJRN Subordinated Debenture Indenture, under which $100 million
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of l3lz%o Subordinated Debentures due 2001 (the "Subordinated Debenturqs") are outstanding, by
containing restrictions on the payment of cash dividends or the making of other-distributions by RJRN
to Holdings in excess of certain specified amounts and for certain specified purposes, also effectively
Iimit the payment of dividends on the Holdings Common Stock or any Preferred Stock. Holdings has
called all of the Senior Notes and Subordinated Debentures for redemption on November 30, 1994 and
December 2, 1994, respectively.

In addition to the contractual restrictions referred to above, the Board of Directors of Holdings has
adopted a policy, which will become effective upon the closing of the proposed Nabisco initial public
offering, under which Holdings would limit, until December 31, 1998, the aggregate amount of cash
dividends on its Capital Stock. Under this policy, Holdings:

(a) would not pay any extraordinary cash dividends;

(b) would not make any Restricted Payment if, after giving effect to such Restricted Payment, the
aggregate amount expended for all Restricted Payments subsequent to Decembet 31,1994 exceeds the
sum of (i) $500 million, plus (ii) 657o of Consolidated Net Income of Holdings on a cumulative basis
subsequent to December 31, 1994, plus (iii) aggregate cash proceeds of up to $250 million received in
any year subsequent to December 3t, 1994 by Holdings or a Subsidiary from the issuance and sale
(other than to a Subsidiary) of Holdings' or such Subsidiary's Capital Stock (or of other securities that
are subsequently converted into or exchanged for Holdings' or such Subsidiary's Capital Stock) (other
than proceeds from the initial public offering of Nabisco), it being understood that any aggregate net
cash proceeds from any issuance and sale of any Capital Stock will be counted only up to the amount of
any indebtedness or preferred stock of Holdings or any Subsidiary that has been repaid, purchased,
redeemed or otherwise acquired for value by Holdings or any Subsidiary within one year before or after
such issuance and sale. If Holdings or a Subsidiary repays, purchases, redeems or otherwise acquires
for value indebtedness or preferred stock of Holdings or a Subsidiary in exchange for Capital Stock of
Holdings or a Subsidiary, Holdings or such Subsidiary shall be deemed to have received the net cash
proceeds equal to the market value of the Capital Stock so issued in exchange (such market value to be
determined by Holdings' Board of Directors, whose good faith determination shall be conclusive);

(c) will use an amount equal to the net cash proceeds received prior to December 31, 1998 from
(i) the issuance and sale by Holdings of any Capital Stock (other than to a Subsidiary or current, future
or former directors, officers or employees of Holdings or any Subsidiary (or their estates or beneficiaries
under their estates) or (ii) any sale outside the ordinary course of business of material assets owned or
used by any of its Subsidiaries in the tobacco business (other than to another Subsidiary) either to
repay, purchase, redeem or otherwise acquire for value indebtedness of Holdings or a Subsidiary or to
acquire properties, assets or businesses to be used in existing or new lines of business of Holdings or its
Subsidiaries; and

(d) will use an amount equal to the net cash proceeds received by Holdings or RJRN prior to
December 31, 1998 from the sale to third parties of shares of common stock of Nabisco held by either of
them to repay, purchase, redeem or otherwise acquire for value indebtedness of Holdings or a

Subsidiary.

The foregoing policy will not prevent the payment of a cash dividend within 90 days of its
declaration if, at the time of declaration, such payment would have complied with the foregoing policy
or the purchase, redemption, acquisition, cancellation or other retirement for value of Capital Stock,
options on Capital Stock, stock appreciation rights or similar securities held by current, future or former
directors, officers or employees of Holdings or any Subsidiary or certain trusts or estates for their
benefit.

Holdings has also adopted a policy, which will become effective upon the closing of the proposed
Nabisco initial public offering, to the effect that it will not declare a dividend or distribution on its
Capital Stock prior to December 31, 1996 that is paid in Capital Stock of a Subsidiary owned by
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Holdings or a Subsidiary and that it is its intent not to make such a disribution to its stockholders prior
to December 31, 1998 if (a) such distribution would cause the ratings of RJRN's publicly held senior
indebtedness to be reduced from investment grade to non-investment grade or (b) any publicly held
senior indebtedness of the distributed Subsidiary would, after giving effect to such distribution, be rated
non-investment grade.

For purposes of the foregoing policies:

"Capital Stock" means any and all shares, interests, participations or other equivalents (however
designated) of capital stock and any rights (other than debt securities convertible into capital stock),
warrants or options to acquire such Capital Stock.

"Consolidated Net Income" of Holdings means, for any period, the aggregate consolidated net
income of Holdings and its Subsidiaries for such period, determined on a consolidated basis in
accordance with generally accepted accounting principles as in effect from time to time, adjusted by
excluding (to the extent not otherwise excluded in calculating consolidated net income) any net
extraordinary gain or net extraordinary loss, as the case may be, and any restructuring charges.

"Restricted Payment" means (i) any payment of any cash dividend or distribution by Holdings on
its Capital Stock, (ii) any purchase, redemption or other acquisition for cash by Holdings of its Capital
Stock (other than any such purchase, redemption or acquisition for value in exchange for, or in an
amount equal to the proceeds of, an offering of Capital Stock of Holdings or any Subsidiary or, in the
case of Holdings' Series B Preferred Stock or any other non-convertible preferred stock of Holdings
outstanding from time to time, for indebtedness of Holdings or any Subsidiary and (iii) any purchase,
redemption or other acquisition for cash by Holdings of any Subordinated Debt prior to any scheduled
maturity, scheduled repayment or scheduled sinking fund payment (other than any such purchase,
redemption or other acquisition for value in exchange for, or in an amount equal to the proceeds of, an
offering of Capital Stock or Subordinated Debt of Holdings or any Subsidiary).

"Subordinated Debt" means any indebtedness of Holdings or any Subsidiary which by its terms is
expressly subordinated in right of payment to any other indebtedness of Holdings or any Subsidiary,
provided, however, that the term Subordinated Debt shall not include any intercompany indebtedness.

"subsidiary" means any entity of which securities or other ownership interests having ordinary
voting power to elect a majority of the board of directors or other persons performing similar functions
are at the time directly or indirectly owned by Holdings.

Certain Stahrtory and By.taw Provisions

Holdings is currently, and following the consummation of the offering will be, subject to the
"business combination" statute of the Delaware General Corporation Law (the "DGCL"). In general,
Section 203 of the DGCL prohibits a publicly held Delaware corporation from engaging in a "business
combination" with an "interested stockholder" for a period of three years after the date of the
transaction in which the person became an "interested stockholder," unless (a) prior to such date the
board of directors of the corporation approved either the "business combination" or the transaction
which resulted in the stockholder becoming an "interested stockholder," (b) upon consummation of the
transaction which resulted in the stockholder becoming an "interested stockholder," the "interested
stockholder" owned at least 85?o of the voting stock of the corporation outstanding at the time the
transaction commenced, excluding for purposes of determining the number of shares outstanding those
shares owned (i) by persons who are directors and also officers and (ii) employee stock plans in which
employee participants do not have the right to determine confidentially whether shares held subject to
the plan will be tendered in a tender or exchange offer, or (c) on or subsequent to such date the
"business combination" is approved by the board of directors and authorized at an annual or special
meeting of stockholders by the affirmative vote of at least 66%Voof the outstanding voting stock which is
not owned by the "interested stockholder." A "business combination" includes mergers, certain stock or
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asset sales and certain other transactions resulting in a financial benefit to, or increase in voting power
held by, the "interested stockholders." An "interested stockholder" is a person who, together with
affiliates and associates, owns (or if such person is an affiliate or associate of the corporation within three
years, did own) l57o or more of the corporation's voting stock.

Holdings' By-laws establish an advance notice procedure for stockholders to make nominations of
candidates for election as directors, or to bring other business before an annual meeting of stockholders
of Holdings. The ByJaws provide that only persons who are nominated by, or at the direction of, the
board of directors of Holdings or any committee designated by the board of directors of Holdings, or by
a stockholder who has given timely written notice to the Secretary of Holdings prior to the meeting at
which directors are to be elected, will be eligible for election as directors of Holdings. The By-laws also
provide that in order to properly submit any business to an annual meeting of stockholders, a

stockholder must give timely written notice to the Secretary of Holdings of such stockholder's intention
to bring such business before such meeting. Generally, for notice of stockholder nominations or other
business to be made at an annual meeting to be timely under the By-laws, such notice must be received
by Holdings (i) not less than 120 days nor more than 150 days before the first anniversary date of
Holdings' proxy statement in connection with the last annual meeting of stockholders or (ii) if no annual
meeting was held in the previous year or the date of the applicable annual meeting has been changed by
more than 30 days from the date contemplated at the time of the previous year's proxy statement, not
less than a reasonable time, as determined by the board of directors of Holdings, prior to the date of the
applicable annual meeting. Under the By-laws, a stockholder's notice must also contain certain
information specified in the By-laws.

The provisions described above, together with certain terms of Holdings outstanding Preferred
Stock and its ability to issue additional Preferred Stock, may have the effect of delaying stockholder
actions with respect to certain business combinations and the election of new members of the board of
directors of Holdings. As such, the provisions could have the effect of discouraging open market
purchases of Holdings Common Stock because they may be considered disadvantageous by a stock-
holder who desires to participate in a business combination or elect a new director.
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DESCRIPTION OF BORDBN CAPITAL ST1OCK AND RIGHTS

Borden has authorized 480,000,000 shares of Borden Common Stock, of which 141,814,967 shares
were issued and outstanding as of November 15, 1994 (excluding 53,168,407 shares held in Borden's
treasury). Borden has also authorized 10,000,000 shares of Preferred Stock, without par value. Of these
10,000,000 Preferred Shares, 475,000 have been designated Preferred Stock-Series A, none of which
were issued or outstanding as of November 15,1994. [n addition, 688,700 shares of Preferred Stock
have been designated Preferred Stock-Series B, of which 6,822 were issued and outstanding as of
November 15, 1994. Each share of preferred series B stock has an involuntary liquidating value of
$28.88, bears an annual cumulative dividend of $1.32, is convertible into 6.6 shares of Borden Common
Stock and is redeemable at Borden's option. At November 15,1994,45,031 shares of Borden Common
Stock were reserved for issuance upon conversion of the preferred series B stock. In addition, 2,400,000
shares of Preferred Stock have been designated Series C Junior Participating Preferred Stock ofBorden
(the "Series C Stock"), none of which were issued and outstanding as of November 15, 1994.

Under the Rights Agreement, each outstanding share of Borden Common Stock has one Right,
which entitles the shareholder to purchase, under certain circumstances, one one-hundredth of a share
of Series C Stock at a purchase price of $175, subject to adjustment (the "Purchase Price").

The Rights Agreement provides that the Rights become exercisable on the tenth day (calendar
days in the case of clause (i) and business days in the case of clause (ii)) (the "Distribution Date")
following the earlier of: (i) the acquisition by any person or group (an "Acquiring Person") of beneficial
ownership of 20Vo or more of the outstanding Borden Common Stock or (ii) the commencement by any
person or group of a tender offer which would result in such person owning 207o or more of the
outstanding Borden Common Stock. After the acquisition by any Acquiring Person of 20Vo of the
Borden Common Stock but before such person has acquired 50Vo of the Borden Common Stock, Borden
may exchange all or part of the Rights at the rate of one share of Borden Common Stock per Right.
Subsequent to the date that the Rights become exercisable, the Rights will trade separately from the
Borden Common Stock. The percentage ownership required to trigger a Distribution Date may be
reduced by Borden to not less than the greater of (i) the sum of 0.001Vo and the largest percentage of the
outstanding Borden Common Stock then known by Borden to be beneficially owned by any person and
(ii) t07o.

Under the Rights Agreement, the Rights are redeemable at a price of one and two-thirds cents per
Right by the vote of the Board of Directors of Borden, at any time until the time when a person has
acquired 207o or more of the outstanding Borden Common Stock.

In the event that Borden were acquired in a merger or other business combination transaction or
more than 50Vo of its consolidated assets or earning power were sold, proper provision will be made so

that each holder of a Right will thereafter have the right to receive, upon the exercise thereof at the then
current Purchase Price of the Right, that number of shares of common stock of the acquiring company
which at the time of such transaction would have a market value of two times the Purchase Price of the
Right.

In the event any person becomes an Acquiring Person, each holder of a Right will thereafter have
the right to purchase, upotr payment of the Purchase Price, such number of shares of Borden Common
Stock having a market value equal to twice the Purchase Price. The Acquiring Person will not be
entitled to the benefit of such right and Rights beneficially owned by such Acquiring Person will
thereafter be void.

In the event of any merger, consolidation or other transaction in which shares of Borden Common
Stock are exchanged, each share of the Series C Stock will be entitled to receive 100 times the amount
and type of consideration received per share of Borden Common Stock.
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The Rights Agreement was amended as of September LI, 1994 and as of September 23, 1994 to
provide that (i) the letter agreement dated as of September 11, 1994 between Borden and the
Partnership pursuant to which the Partnership stated its intent to enter into the Merger Agreement and
transactions contemplated thereby does not cause the Partnership or the Purchaser to be the "Beneficial
Owner" (as defined in the Rights Agreement) of any Borden Shares or cause a Distribution Date to
occur and (ii) none of the execution or delivery of the Merger Agreement or the Conditional
Purchase/Option Agreement, or both such agreements taken together, or commencement of the
Exchange Offer, or the consummation of the transactions contemplated by the Conditional
Purchase/Option Agreement will trigger the exercisability of the Rights, the separation of the Rights
from the stock certificates to which they are attached or any other provisions of the Rights Agreement,
including causing the Partnership and/or the Purchaser from becoming an Acquiring Person (as

defined in the Rights Agreement), the occurrence of the Distribution Date or a Share Acquisition Date
(as defined in the Rights Agreement).

COMPARISON OF RIGHTS OF HOLDERS
OF'BORDEN AND HOLDINGS COMMON STOCI(

The rights of shareholders of Borden are currently governed by applicable New Jersey law,
including the NJBCA, and by Borden's Charter and By-laws. If the Merger is consummated, share-
holders of Borden will become shareholders of Holdings and their rights will be governed by applicable
Delaware law, including the DGCL, and by Holdings' Certificate of Incorporation and By-laws.
Although it is not practicable to compare all of the differences between the corporation laws of
Delaware and New Jersey and between the governing corporate documents of Borden and Holdings, the
following is a summary of the material differences which may significantly affect the rights of Borden's
shareholders.

Antitakeover P rovisions

Both Delaware and New Jersey have enacted legislation which encourages a potential acquiror of
certain publicly-held corporations organized in the state to negotiate with the board of directors and
make it more difficult to effect an acquisition not approved by the board. Under Delaware law, a
publicly-held corporation may be prohibited from consummating a business combination with an
"interested shareholder" for a period of three years after the shareholder became interested unless
(i) the business combination was approved by the board of directors prior to the date the shareholder
became interested, (ii) the business combination was approved by the holders of 66/t?o of the
outstanding voting other than shares held by the ihterested shareholder or (iii) upon consummation of
the transaction that resulted in the shareholder becoming an interested shareholder, the interested
shareholder owned at least 85Vo of the corporation's voting stock. Under Delaware law, "beneficial
ownership" of l1%o or more of the outstanding voting stock results in "interested shareholder" status.

Under New Jersey law, a publicly-traded New Jersey corporation with its principal executive
offices or significant business operations located in New Jersey is prohibited from consummating a
business combination with an interested shareholder for a period of five years unless the business
combination is approved by the board of directors prior to the date the shareholder became interested.
In addition, after the five-year period, a New Jersey corporation may not engage in a business
combination with an interested shareholder unless either (i) the business combination is approved by the
board of directors prior to the date the shareholder became an interested shareholder or (ii) the business
combination is approved by the holders of two-thirds of the voting stock not held by the interested
shareholder or (iii) subject to certain other requirements, the consideration per share received in the
business combination is at least equal to the greater of (x) the highest price per share paid by the
interested shareholder in the five years prior to either the announcement of the business combination or
the date at which the interested shareholder became such, whichever results in a higher price, and
(y) the market price on either the date the business combination is announced or on the date the
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interested shareholder first became such, whichever is higher. New Jersey law defines "interested
shareholder" as a person beneficially owning l07o or more of the outstanding voting stock of the
corporation.

Borden's Charter adds to the requirements of the NJBCA and provides that no business combina-
tion with a "related person" (defined as a shareholder who beneficially owns207o or more of any class of
capital stock of the corporation) may occur unless (i) the business combination is approved by the
affirmative vote of at least 80Vo of the outstanding shares of capital stock entitled to vote for directors,
(ii) the business combination is approved by a majority of the continuing directors (defined as a director
who is not affiliated with any "related person" and was a director prior to the time that the "related
person" crossed the threshold of SVo,voting power of any class of capital stock) or (iii) the consideration
to be received pbr share in the business combination is at least as high as the greater of the highest price
per share of prior purchases of Borden's capital stock by the "related person" and the average closing
price per share on the NYSE for the prior 200 trading days. See "The Exchange Offer-Description of
Merger Agreement and Conditional Purchase/Option Agreement" for a discussion of certain agree-
ments of Borden with respect to the antitakeover provisions of the NJBCA and Borden's Charter in
connection with the Exchange Offer, the Merger and the Option.

Dissenters' or Appraisal Rights

Both the DGCL and the NJBCA give shareholders the right to dissent from certain business
acquisitions, dispositions and combinations and to demand and receive cash payment of the fair value of
their shares. These rights are known as "appraisal rights" in Delaware and "dissenters' rights" in New
Jersey.

Shareholders of a Delaware corporation generally have appraisal rights with respect to a merger or
consolidation. Unless the corporation's certificate of incorporation provides otherwise, such appraisal
rights generally are not available (i) when the corporation is to be the survivingcorporation and no vote
ofits shareholders is required for the merger, except that appraisal rights are available in certain short-
form mergers under Section 253 of the DGCL in which the parent corporation of a subsidiary more
than 90Vo (but less than 1007o) of the common stock of which is owned by the parent merges with such
subsidiary, or (ii) when the stock of the constituent corporation, on the record date fixed to determine
the shareholders entitled to receive notice of and vote on the agreement of merger, is listed on a national
securities exchange or held of record by more than 2,000 shareholders, unless in the case of (i) or (ii)
above, such shareholders are required by the terms of the merger to accept anything other than shares
of stock of the surviving corporation, shares of stock of another corporation that are so listed or held by
such number of record holders, cash in lieu of fractional shares of such stock, or any combination
thereof. Shareholders of a Delaware corporation do not have appraisal rights with respect to the
disposition of all or substantially all the assets of the corporation unless the corporation's certificate of
incorporation provides otherwise.

Shareholders of a New Jersey corporation generally have dissenters' rights with respect to a merger
or consolidation as well as with respect to the disposition of all or substantially all of the assets of the
corporation. Such dissenters' rights are not available to shareholders of a New Jersey corporation (i) if
the shares that they hold are a class or series that is listed on a national securities exchange or is held of
record by 1,000 or more shareholders or (ii) if, pursuant to such disposition of assets, merger or
consolidation, they will receive stock or other securities so listed or held, cash, or a combination of cash
and such securities. A shareholder of a surviving corporation in a merger will not have dissenters' rights
if the vote of shareholders of the corporation was not required for approval of the plan of merger.
Dissenters' rights are not available to holders of Borden Shares in the Exchange Offer or the Merger.
See "The Exchange Offer-Right to Dissent and Appraisal Rights."
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Special Meetings of Shareholders

Under Delaware law, special meetings of shareholders may be called by the board of directors of a
corporation or by such person or persons as rnuy be authorizedby the certificate of incorporation or by
the by-laws of the corporation. Holdings' By-laws permit the chairman of the board of directors or, upon
written reguest to the chairman or secretary, the holders of not less than 25Vo of the outstanding shares
of Holdings Cornmon Stock to call a special meeting.

Under New Jersey law, special meetings of shareholders may be called by the president or board of
directors of a corporation or by such other officers, directors or shareholders, as may be provided in the
byJaws. The By-laws of Borden permit the chairman, chief executive officer, president or a majority of
directors to call a special meeting. In addition, under New Jersey law, upon the application of a holder
or holders of not less than l0% of all the shares entitled to vote at a meeting, a court for good cause
shown may order a special meeting to be called and held.

Action By Written Consent

The DGCL provides that, unless otherwise provided in the certificate of incorporation, any action
required or permitted to be taken at any annual or special meeting of shareholders of a corporation may
be taken without a meeting, without prior notice and without a vote, if a consent in writing, setting forth
the action so taken, is signed by the holders of outstanding stock having not less than the minimum
number of votes that would be necessary to authorize or take such action at a meeting at which all
shares entitled to vote thereon were present and voted. Holdings' Certificate of Incorporation does not
contain a provision limiting the right to act by written consent.

Under the NJBCA, except as otherwise provided in a corporation's certificate of incorporation, any
action required or permitted to be taken at a meeting of shareholders, other than the annual election of
directors, may be taken without a meeting upon (i) the written consent of shareholders who would have
been entitled to cast the minimum number of votes that would be necessary to authorize such action at a
meeting at which all shareholders entitled to vote thereon were present and voting and (ii) ten or twenty
days' (depending on the circumstances) written notice to all non-consenting shareholders who would
have been entitled to notice of a meeting'to vote on such action. Borden's Charter does not contain a
provision limiting the right to act by written consent.

Statutory Yot:ing Requirements

The DGCL generally requires the approval of a majority of the outstanding voting shares for
merger, consolidation, $ale of all or substantially all of the corporation's assets, or an amendment to its
certiflcate of incorporation unless the corporation's certificate of incorporation provides for a higher
voting requirement. The NJBCA generally requires approval by a majority of votes cast at a meeting of
shareholders by those entitled to vote, unless the charter or another provision of the NJBCA requires a
greater plurality. Holdings' Certificate of Incorporation does not contain any higher voting require-
ment. Borden's Charter provides that the affirmative vote of two-thirds of all issued and outstanding
voting stock is required to adopt a plan of merger or consolidation involving Borden. In addition,
Borden's Charter provides that the consent of 85Vo of all the issued and outstanding voting stock is
required to approve the lease or sale of all the property and assets of Borden.

The NJBCA permits a New Jersey corporation, without shareholder approval, to sell all or
substantially all of its assets if such sale is in the ordinary course of the corporation's business. The
DGCL contains no similar provision.

Limiting of Liability and Indemnification of Directors and Officers

Delaware law permits a corporation to indemnify its directors and offrcers and limit the liability of
its directors for monetary damages for breach of the fiduciary duty of care as a director or officer 

"*""ptin certain circumstances. New Jersey law permits a corporation io indemnify and limit the liability ;f
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both directors and officers under similar circumstances. Holdings' Certificate of lncorporation and By-
laws contain provisions limiting the liability of directors and officers to the maximum extent permitted
by the DGCL. Borden's Charter and By-laws contain provisions indemnifying and limiting the liability
of directors and officers to the maximum extent permitted by the NJBCA.

Classified Board of Directors

Under Delaware law, a corporation may have a classified board of directors providing for up to
three classes of directors each having a term of up to three years, and newly elected directors selected by
the board of directors may serve to the expiration of the term of the class to which they are named.
Under New Jersey law a corporation may have a classified board of directors, but no class of directors
shall hold office for a term shorter than one year or longer than five years, and the term of at least one

class shall expire in each year. In addition, directors elected to the board of directors to frll newly
created directorships serve until the next annual meeting of shareholders. Neither Holdings nor Borflen
has a classified board of directors

Dividends

Delaware law permits corporations to pay dividends out of surplus or, in the event there is no

surplus and the aggregate capital of the corporation at least equals the amount of capital of classes of
capital stock having a preference on distribution of assets, out of (i) net profits for the fiscal year in
which the dividend is declared or (ii) net profits for the preceding year, . ' .

Under New Jersey law, a dividend may not be paid if the corporation would be unable to pay its
debts as they become due in the usual course of business or if the corporation:s total assets would be less

than its total liabilities. The liquidation preference of capital stock having a preference on distribution
of assets is not "debt" for this purpose.

S harehotder Derivative Actions

:v law- if the shareholder-olaintiffs in a shareholder derivative action own less thanUnder New Jersey law, if the shareholder-plaintiffs in a shareholder derivative acti
5Vo of the outstanding shares of any class of the stock of the corporation on behalf of which such

shareholders are bringing suit (unless such shares have a fair market value in excess of $25,000), the
corporation may require the shareholder-plaintiffs to give security for the reasonable expenses, includ-
ing attorneys' fees of the corporation or any defendants; moreover, shareholders found by a court of
competent jurisdiction to have instituted a derivative suit without reasonable cause:may be required to
puy itr" rei:sonable expehses, including attorney's fees, of the defendants named in such action. :

No comparable provisions exist under the DGCL.

Loans to and. Guarantees of Obligations of Ofiicers and Employees

Under both Delaware and New Jersey law, a corporation may lend money to, or guarantee of an

obligation of, an officer, employee or director of a corporation whenever in the judgment of the board of
directors of the corporation such loan or guarantee may reasonably be expected to benefit the

corporation. Delaware law also requires that loans or guarantees may be made for a director only if the
director is an officer or employee

LEGAL MATTERS

The legality of the Holdings Common Stock being offered hereby is being passed upon for Holdings
by Jo-Ann Ford, Vice President, Assistant General Counsel and Secretary of Holdings. Ms. Ford owns
options to pufchase shares of Holdings Common Stock which represent less than O.lvo of the currently
outstanding shares of Holdings Common Stock.
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EXPERTS

The consolidated financial statements of Holdings as of December 31, 1993 and 1992 andfor each
of the years in the three year period ended December 31, 1993 incorporated in this Offering Circu-
lar/Prospectus by reference from (1) Holdings' Registration Statement No. 33-52381 on Form S-3, at
the time such Registration Statement was declared effective and (2) Holdings' Annual Report on Form
tO-K for the year ended December 3I,1993 have been audited by Deloitte & Touche lre, independent
auditors, as stated in their reports, which are incorporated herein by reference, and have been so
incorporated in reliance upon the reports of such firm given upon their authority as experts in
accounting and auditing.

The consolidated financial statements of Borden, Inc. incorporated in this Prospectus by reference
to the Annual Report on Form 10-K for the year ended December 31,1993, have been so incorporated
in reliance on the report (which contains an explanatory paragraph relating to the restatement and
reclassification of the 1992 consolidated financial statements as described in note 3 to the financial
statements) of Price Waterhouse LLP, independent accountants, given on the authority of said firm as

experts in auditing and accounting.
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SCIIEDULE I

CERTAIN INTORMATION REGARDING TIIE PURCHASE&
TTM COMMON STOCI( PARTNERSHIPS AND KI(R ASSOCIATES

The following table sets forth the name, business address, age, principal occupation or empioyment at the
present time and during the last five years, the name, principal business and address of any corporation or other
organization in which such occupation or employinent is or was conducted and current directorships of the
executive officers and directors of the Purchaser and the general partners of KKR Associates, all of whom are
citizens of the United States. KKR Associates is the general partner of each of the Common Stock Partnerships.
Except as otherwise noted, the address ofeach such corporation or organization listed and the business addresses of
such persons is the address of KKR Associates, 9 West 57th Street, New York, New York 10019. Each person has
had the principal occupation or employment listed for more than the past five years except as otherwise noted.

Executive Officers and Directons of the Purchaser

Present PrlDcbol Ocoryadm or Er@olment
ad Fh,E Year Elmloyrmt History

Clifton S. Robbins

Nam ad
Buslnesc Address

Scott M. Stuart

Ase

36

35

Director and President of the Purchaser and executive
of Kohlberg Kravis Roberts & Co., a private
investment firm ("KKR"). Member of the Board of
Directors of Flagstar Companies, Inc., Flagstar
Corporation, IDEX Corpoiation, RJR Nabisco
Holilings Corp., RJR Nhbisco, Inc. and The
Stop & Shop Companies, Inc.

Director, Vice President and Treasurer of the
Purchaser and executive of KKR. Member of the
Board of Directors of Duracell International Inc.,
RJR Nabisco Holdings Corp., RJR Nabisco, Inc.
and World Color Press, Inc.

Director, Vice President and Secretary of the
Purchaser and, since June 1993, executive of KKR;
from September 1991 to June 1993, employee of
James D. Wolfensohn Incorporated, an investment
banking firm located at 599 Lexington Avenue, New
York, New York 10022.

Alexander Navab

Narc and
Bustness Address

Henry R. Kravis

28

General Parhers of KKR Associates

Preseat Prlncftol Ocopadm or ErryloymentAge ad Fhrc Yeer Ernploynent Htstory

50 General Partner, KKR. Member of the Board of
Directors of American Re Corporation, AutoZone,
Inc., Duracell International [nc., Flagstar
Companies, Inc., Flagstar Corporation, IDEX
Qorporation, K-III Communications Corp., Owens-
Illinois, Inc., Owens-Illinois Group, Inc., RJR
Nabisco Holdings Corp., RJR Ndbisco, Inc.,
Safeway Inc., The Stop & Shop Companies, Inc.,
Union Texas Petroleum Holdings, Inc., Walter
Industries, Inc. and World Colol Press, Inc.

I-l



Menlo Park, CA 94025

Robert I. MacDonnell
2800 Sand Hill Road
Suite 200
Menlo Park, CA 94025

Paul E. Raether

Michael W. Michelson ..., r., .. i i r .

2800 Sand Hill Road
suite 200
Menlo Park, CA 94025

Saul A. Fox .

2800 Sand Hill Road
Suite 200
Menlo Park, CA 94025

James H. Greene, Jr. .

2800 Sand Hill Road
suite 200
Menlo Park, CA 94025

Michael T. Tokarz

Prrseat PrlDc[ol Ocopado or Eqloylaeut
ad Fhre Year Elryloyneot Hlstory

General Partner, KKR. Member of the Board of
Directors of American Re Corporation, AutoZone,
Inc., Duracell International Inc., Flagstar
Companies, Inc., Flagstar Corporation, IDEX
Corporation, K-III Cbmmunications Corp., Owens-
Illinbis, Inc., Owens-Illinois Group, Inc., Red Lion
Properties, Inc., RJR Nabisco Holdings Corp., RJR
Nabisco, Inc., Safeway Inc., The Stop & Shop
Companies, Inc., Union Texas Petroleum Holdings,
Inc.,-Walter Industries, Inc. and World Color Press,
Inc.

General Partner, KKR. Member of the Board of
Directors of AutoZone, Inc., Owens-Illinois, Inc.,
Owens-Illinois Group, Inc., Safeway Inc. and The
Vons Companies, Inc.

General Partner, KKR,-Member of the Board of
Directors of Duracell International Inc., Flagstar
Companies, Inc., Flagstar Corporation, Fred Meyer,
Inc., IDEX Corporation, RJR Nabisco Holdings
Corp., RJR Nabisco, Inc., The Stop & Shop
Companies, Inc. and Walter Industries, Inc.

General Partner, KKR. Member of the Board of
Directors of AutoZone, Inc., Fred Meyer, Inc.,
Owens-Illinois, Inc., Owens-Illinois Group, Inc., Red
Lion Properties, Inc. and Union Texas Petroleum
Holdings, Inc.

General Partner, KKR. Member of the Board of
Directors of American Re Corporation, Fred Meyer,
Inc., Layne, Inc. and Union TCxas Petroleum
Holdings, Inc.

General Partner, KKR. Member of the Board of
Directors of Owens-Illinois, Inc., Owens-Illinois
Group, Inc., RJR Nabisco Holdings Corp., RJR
NabiSco, Inc., Safeway Inc., The Stop & Shop
Companies, Inc., Union Texas Petroleum Holdings,
Inc. and The Vons Companies, Inc.

General Partner, KKR. Member of the Board of
Directors of Flagstar Companies, Inc., Flagstar
Corporation, Homes Holdihgs Corporation, IDEX
Corporation, K-III Communications Corp., RJR
Nabisco Holdings Corp., RIR Nabisco, Inc.,
Safeway Inc. and Walter Industries, Inc.

Narre ond
Buslness Addrcss &

51George R. Roberts . . .

2800 Sand Hill Road
Suite 200

56

43

4t
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Facsimile copies of the Letter of Transmittal, properly completed and duly executed, will be
accepted. The Letter of Transmittal, certificates for Borden Shares and/or Rights and any other
required documents should be sent or delivered by each shareholder of Borden or his broker, dealer,
commercial bank, trust company or other nominee to the Exchange Agent as follows:

Tlw Exoha,nSa Alottt for the Eaohamga Offer ie:

First Ctricago Trust Company of New York

By Mail: By Hand or Overuight Delivery:
First Chicago Trust Company of New York First Chicago Trust Company of New York

Tenders & Exchanges Tenders & Exchanges
P.O. Box 2563-Suite 4660 14 Wall Street

Jersey City, New Jersey 07303-2563 Suite 4680-BOR, 8th Floor
New York, New York 10005

Any questions and requests for assistance may be directed to the Information Agent or the Dealer
Manager at their respective telephone numbers and addresses listed below. Additional copies of this
Offering Circular/Prospectus, the Letter of Transmittal and the Notice of Guaranteed Delivery may
also be obtained from the Information Agent. You may also contact your broker, dealer, commercial
bank or trust company for assistance concerning the Exchange Offer.

Tha Imfonna,tion Alant for the Edohamla Offar ie:

MORGAT{ STAT{LNV & CO.
Ineorporated

1251 Avenue of the Americas
New York, New York 10020

(212) 703-4774

D.F. King & Co., Inc.
United States

77 Watet Street
New York, New York 10005
1-800-829-6551 (Toll Free)

The Daal,ar &Iama1ler for the Eaoha,nle Offer i,e:

Eurupe

Royex House, Aldermanbury Square
London, England EC2V 7HR

(44) 7t 600 5005 (Collect)


