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REVISED
June 15, 1984

To Our Clignts:

Warrant Dividend Flan

_ The Warrant Dividend Plan is designed toc preserve,
in the event of a takeover, values for sharsholders of a
company that is selling in the stock market at prices be-
1ieved to be substantially less than its long-term value.
The Plan is designed to be effective in cases of a tender
offer for control to be followed by a second-step merger or
an accumulation of a 20% or greater position to be followed
by a merger. The Plan is intended to be adopted before 2
company becomes the target of a tender offer. While the
Plan may be adopted as a response to a tender offer, the
Plan is more effective if adopted prior tc a tender offer.
The Plan is szpecially appropriate for companies that are
selling at depressed prices and for companies whose shares
are being accumulated by 2 potential raider.

The Plan does not totally prevent takeovers. It
would have no effect on a raider who is willing to acgquire
contrel and not obtain 100% ownership through merger until
after the warrants have expired. In such case ¢he Plan still
has had an effsct beneficial to the shareholders of the
target. It has enabled them tc avoid an unwanted squeezaout
and to continue their eguity investment for a period of time
designaed to enakle them toO realizxe the long-term value en-
visaged whan the Plan was adopted.

The Plan creates rather complicatad situations that
may be difficult for a potential raider to evaluatse., In |
so doing it may deter a takacver. In cases wners the Plan
dces not deter i takeover, the Plan does virtually assure
‘that any takaover attempt will be for cash and for all of
+he shares of the target. To avoid the dilution to the
ralder's common stock creatsd by a substantial amount of
warrants being outstanding following a tender offsr, a raider’
would condition its offar on a very largse parcentage, BO% to-
903, of the target's shares Dbeing tandered with the asaociated
warrants.
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Each case should be considered individually. This
memorandum and the attached model form cf press release are
pot intended as a “rocadmap” for every company. The advice
of an investment banker with arbitrage expertise is essen-
tial. BSpecial legal guestions may exist in certain states
and it is advisable to have an opinien of local counsel
in the company's state of incorporation. The tender offer
legislation recommended by the SEC last month would prohibit
the implementation of the Plan after 2 tender offer had been
commenced. :

' The Plan is simple. It entails a dividend to the
shareholders of the target consisting of one warrant to buy
one share of common stock for each share of common stock out-
standing. The exercise price of the warrant would be the

. long-term value of the target aenvisaged at the time the Plan
is adopted -—-assumed in this memo to be two o five times

the current market price of the common stock. If the target
has sufficient authorized but unissued common stock, no share-
holder vote is necessary for the issuance of the warrants: the
warrants can be created and issued as a dividend solely by
action of the directors.

The issuance of the warrant dividend is not a tax-
able event for the target or its shareholders. Upon the war-
rants becoming warrants to purchase a raider's common stock,
a warrant holder will probably reccognize taxable gain. 1In
the event of a Treverse merger and a reduction in the exercise
price, a warrant holder may have dividend income.

fince the warrantz are "out of the money” they will
pot dilute sarnings per ahare and should not have any deprass-—
ing effsct on the market price of the common stock. Since the
warrants are not exercisable at the time of issuance, 8EC rag-
istration and stock exchange listing need not b nffective
- until after issuance.

. While there is no court case directly in point, we
are of the opinion that the Plan is legal. In this connecticn
it may be noted that in the Znstar case the Delaware Court of
Chancery said, "Viewed fairly, however the 'roison pill’ amend-
‘ments, a measure enacted by the Board when "takesover' faver
gripped the industry, could be considered legitimate exsrcises
of board discretion designed to protect the atockholdars
against a less than arms-length sale.” The Plan raises fewer
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legal issues than the poison pill preferred and we are of
the opinion that, if attacked in court, the Plan will be
upheld. . '

The terms of the warrant for each company would be
jndividually determined to suit that company's circumstances
- within the following general parameters:

- Term: 5-10 éears.

Exercise pricé: 200-500% of current market.

Warrants detach and become exercisable in the event
of a tender offer or 20% acguisition: The warrants
will be stapled to —-- not trade separately from --
the common stock and will not be exercisable until
a person or group acguires 20% or more of the
target’'s common stockK Or announces an intention to
commence a tender or exchange offer for 30% or

more of the target's common stock. Sharess of com—
mon stock issued after the warrant dividend has
been paid will not have associated warrants and
this may cause some minor inconveniences in the
trading and transfer of a company's common stock.

Special protection against squsezeout: In the event
2 raider were to acguire control of the target in

a manner not approved by the board of directors of
the target, and then were to merge or othervise
combine with the target and the target wers? nct the
surviving corporation, each warrant would become 2
warrant to buy that number of shares of common
stock of the raider which at the time of the merger
would have a market value of two times the exercise
price of the warrant. Thus if the exercise price
of the warrant is $200 and the raider's comxmon
stock at the time of the merger is $50 per ahare,

- mach warrant thereafter would be erercisable at
$200 fcr 8 shares of the raider's common stock.

Similarly, in the event of an acquisition of the
target by means of a Iaverse m2Iger, the warranots
provide that, if the target company and its stock
survive a merger, the exerciae price is reduced to
50% of the target's market price at the time of
the merger. o

001445
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Redemption: The warrants are redeemable at a price
of $1.00 per warrant at any time prior to a 20% ac-
guisition. Thus, the warranis do not interfere with
a negotiated merger or 2 white kxnight transaction
even after a hostile tender offer has been com-
menced. The warrants do intserfere with a white
xnight transaction after a 20% acquisition.

Voting: The warrants would not have any special
voting rights and would not have any vote for
directors or in connection with a business com=-
bination.

Attached is a model press release which ecould be
used to announce the adoption of the Plan. A model form
of Warrant Agreement is available. :

Martin Lipton
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Warrant Dividend Plan-Model Press Release

JACKSON POLLACK INC. DECLARES WARRANT
DIVIDEND ON COMMCN STOCK -

New York, New York, June __, 1984. Jackson Pollack
Inc. today declared a special dividend on its common stock
of cne warrant to buy one share of JPI ccmmon stock at an
exercise price of $200 per share for each share of common
stock now outstanding. The warrant dividend is payable on
July .15, 1984 to sharshclders of record on July 10, 1984,

In announcing the declaration of the warrant div-
idend by the board of directors of JPI, James Keye, Chair-
wan of the Board, said, "While we have no rsason to believe
that JPI is the target of a taksover, we feel that the war-
rant dividend is an important protection for JPI shareholders
i£ JPI wers to become a takeover target. The warrants are
designed to preserve for JPI shareholders what our directors
believe to be the long-term value of JPI. They do not pre-
vent a taksover of JPI. We expect them to have the effect of
deterring someone from attempting to acquire JPI in a manner
or on tarms not approved by the JPI Board of Directors.

Since the warrants are subject to redemption by JPI prior to
someone acquiring 20% of JPI stock, they would not interfere
with a business combination approved by the Board.”

The warrants provide that in the event another
company were to acguire control of JPI andéd then merge or
otherwise combine with JPI and JPI were not to be the sur-
viving corporaticn, sach warrant would become 2a warrant to
buy, at the warrant exercise price of §200, that number of

‘shares of common stock of the surviving corporation which at

the time of the merger have a market value of $4C0. Simi-
larly, if the other company were to merge into JPI 80 that
JPI wers the surviving corporaticn, the exercise price of

the warrant would be reduced to 50% of the market price of
JPI common stock at the time ©f that merger. :

Prior to scmeone announcing a tender offer to
acquire 30% or mors of JPI common stock or acgquiring 20%
or more of JPl common stock, the warrants will nct be
exercisable and will be attached to the common 3tock and
not trade separately from the common stocgk. Separate wars
rant certificates will not be issued until the warrants
beccme exercisable. After the July 10, 1984 record date
certificates for JPI common stock will alsoc be certificates
£or the associated warrants. The warrants may be redeemed by
JPI at any time prior to somecne acquiring 20% or more of JPI
common stock at the redemption price of 51.00 per warrant.

HOG 148
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The issuance of the warrant dividend is not a tax-~-
able event for JPI or its ghareholders who receive the war-
rant dividend. BSince the exercise price of the warrants is .
substantially in excess of the current market price of JPI
common stock, the warrants are antidilutive and will not
effect the reported earnings per share on JPI common stock.

The warrants expire on December 31, 1994, The
warrants do not have any voting rights. [Transfer Agent]
Bank is the Warrant Agent.

Mr. Keye also said, "the warrant dividend was

~developed with the assistance of JPI's special counsel,

Wachtell, Lipton, Rosen & Katz and JPI's investment banker,
. In fashioning the warranis we were concerned

Wwitn protecting the JPI shareholders against being stampeded
into selling their shares or being forcibly sgueezed out of
+heir equity investment in JPI, but at the same time preserv-

" ing for our gshareholders the right %o detarmine the destiny
of JPI and their investment in JPI. The warrant dividend
does not stop somecone from tendering for JPI gommon stock -
with a condition that a very high percentage of the warrants

. also be tendered. The warrant dividend also does not stop
someone from acguiring comntrol of JPI and not doing a second
step merger until the warrants expire, but in that event the
warrant dividend fulfills its basic purpcse of enabling the
JPI shareholders to avoid being forthwith sgueezed out and
enabling them to continue their equity investment for a suf-
ficient period for the raalization of the long-term values
envisaged today. In adopting the warrant dividend concept
and declaring the warrant dividend the JPI Board of Directors
considered it specially important that all JPI shareholders
are treated equally and that the warrant dividend does not
in any way weakan the financial strength or burden the busi-
ness operations of JPI."

_ [XYZ Corp. which owns ___ % of JPI common stock,
in a Schedule 13D filed on , stated that it pur-
chased those shaes for investment and nas no intention to
seak control of SPI.]
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%@' CrownZeilerbach

Chairman of the Board

July 19, 1984

Dear Fellow Shareholdars:

your Board of Directors today declared a dividend distribution of one Common Stock right

" on sach outstanding share of Crown Zellerbach Common Stock. Each right will entitle
~ shareholders to buy one share of Crown Zsllerbach Common Stock at an axercise prics of

$100.00 per share until July 31, 1994. The rights will not be axercisable until somacnse
acquires 20% of the Crown Zallarbach Common Stock or rmakes an offer for 30% of thae
Common Stock. The rights are designed to permit Crown Zellarbach shareholders to benefit
from the long-term value of the Company and to assure that all shareholders receaive fair and
aqual treatment in the event of an unsolicited takeover of the company. The distribution is
payable on August 10 to shareholders of record on August 1, 1984, ’ :

As we have outlined in our 1983 annual report ard slsewhers, we havs taken impertant
stops over the past three years to focus Crown Zallarbach's business and to maximizs the
Company's potantial. Our progrsss is reflacted in our 1983 results and in our performanca for
the first six months of 1984. As we reported earlier this week, net income for the six months
ending June 30 was $§1.48 per share compared with net income of 3$1.09 per shars a year
earlier. We ars enjoying the benefits of the restructuring of our Company and the
fapositioning of our product mix that steadily increases our competitive pesition.

You, the Company's shareholders, of course, are the direct beneficiaries of our program
and of Crown Zellerbach's inhersnt strsngth and futurs sarnings potential. The distribution
that has been ceclared today is designed to provide you an opportunity to recaive that benefit
and to realize what your Board of Directors pelieves is the long-term value of Crown
Zallerbach. The distribution treats all sharaholders squally and dces not in any way weaksn
the financial strength ar burden the operations of cur Company. The distribution reflects your
Board's confidence in Crown Zallerbach's adility to achiave Increasing value over the
long-tarm. :

~In fashioning the rights, your Board was concarnad with protecting Crown Zeilsrbach
shareholdars against being stampedad Into salling their shares or being farcibly squeezed out of
their squity Investmant in the svent cf an unsclicited takeover attampt. whils we ars not -
aware that Crown Zallerbach is currently the target of a taksover attampt, the distribution is-
designed to protsct against a third party seeking to taka advantage of shart-tarm markst
conditions and speculation, which, If successful, could recduca the return Crown Zsllerbach
could and should provide all of its sharsholcars. At the same time, the Board wantsd to
praserve for all sharsholders the right to detarming tha castiny of Crown Zallerbach and thair
investment in the Company. : .

The rights will not pravent a taksover of Crown Zallarbach, but should detar any attamet

" . to acquire your Company in a manner or on terms not approved by the Board. Since the rights

may be redeemed by Crown Zsllerbach at $0.50 per right prior to a person scquiring beneficial
ownarship of at least 20 percent of Crown vallarbach's stock, they will not Intarfare with any
business comblnation a_ppmved by your Board. :

A00i4g3

One Bush Street. SanFrancisco CA 94104
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As indicated above, the rights will not be axercisabls until somecne acquires 20 percent of
the Company's Common Stock or announces an offar for 30 percent of the Common Stock.
The rights will expire on July 31, 1994. They will not have any voting rights. The Bank of
Califarnia is the Rights Agent. In the event that Crown Zallerpach is acquired in a merger or
‘other business combination transaction, each right will entitle its holder to purchase, at the
then current exercise price of the right, that number of shares of common stock of the
‘surviving company which at the time of such transaction would have a market value of two
times the exercise prics of the right. Thus, for example, if the market value of the acguiring
- company's common stock at the time of the transaction were $50.00 per sharas and the
axercise prica of the rights wers $100.00 per right, each right would entitle the holder to
raceive upon exercise four sharas of the acquiring company's commaon stock. In the event that
Crown Zellerbach were the surviving corporation in the merger and its Common Stock wers
~ not changed, each right would becomse axercisable for that number of shares of Crown
- Zallerbach Common Stock having a markat value of two timas the exercise prica of the right.

While the Common Stock will continue to be listed on the New Yark Stock Exchange, the
rights will not be listed on the Exchange. The rights may be rraded in the over the countar
market. Since the rights are designed to assure that the holders of the Company's Common
Stock will have the ability to benefit from the long-tarm value inherent in the Common Stock,
your Board of Directors recommends that the Common Stock and the rights be traded
concurrently in companion transactions., ‘ '

we would have preferrad to have attached the rights to the Commen stock with tha rights
peing non-transferrable apart from the Cammon Stock until the Company bacames subject to
an announced takeover attempt. Much time and effort has been devoted to discussing the .
mattar with the Exchange. The Exchange, howaver, has advised that it is not preparsd to
permit the trading of rights of such nature with Crown Zallarbach Common Stock. '

The distribution of these rights is mgt taxable to you or Crown Zellarbach. Since the
exarcise price of the rights is substantially in excess of the current markest price of Crown
Zallarbach Common Stock, the rights are not dilutive and will not affect repertad.aamings par
shars. :

vour Soard of Directors and managemsnt are most enthusiastic about the long-tarm
sotantial for your Company and fasal deeply our responsiblitias to sarve tha best intarssts of
our sharsholders and to fulfill our obligations as stawards of cne of thiz country's vital natural
rasources -— the forest. You can ba cartain we will continue 1o implement and pursue thoss
programs which are consistent with these responaibilities. Meaanwhila, we taks great
eatisfaction in providing these naw rights to preserve the long-tarm valus of your investment
in Crown <Zsllerbach. seartly after the distribution date you will recaive your rights
cartificatss and informatisn which will further describe their tarms and conditions.

In cldsing may 1 reaffirm our commitment to you, our sharshoiders, publisned in our 1983
annuzl report, that we will manage your Company for consistsnt long-tarm improvemsnt in
tha real msiurn on your investment at a rata that is greater than that of relavant competitors.

On behalf of the Board of Dirscters,
william T. Creson | W
Chairman, Prasident

and Chiet Executive Officer
| ' HOO 1
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SELECTED MODEL BY-LAW PROVISIONS

Special Meeting.

special meetings of the stockholders may be called

_at any time by the Chairman of the Board, the President, or

a majority of the Board of Directors.

Notice of Stockholder Business.

At an annual meeting of the stockholders, on;y such
busiﬁess éhall-be conducted as shall have been: properly
brought before the meating. To be properly brought before
an annual meeting business must be (a) specified in the
notice of meeting (or any supplement thereto) given by or at
the direcﬁiou of the Board of Directors, (b) otherwise prep-
erly brought pefore the meeting by 6: at the direction of

the Board of Directors, or (¢) otherwise properly brouwght -

pefore the meeting by 2 stockholder. For business to be

properly brougﬁt before an annual mesting by a stockholder,

the stockholder must have given timely notice thereof in

writing to the Secretary of the Corporation. To Dbe timely,

a stockholder's notice must be deliverea to or mailed and
received at the principal executive offices of the Corpora-

tion, not lesss than 60 days nor moTe than 90 days prier to

¢he Weeting; provided, however, that in the event that dess
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than 70 days"notice or prior public disclosure of the date
of the meeting is given or made to stockholders, notice by
the stockholder to be timely must be so received not later
than the close of business on the 10th day follewing the day
en which such notice of the date of the annual meéting Qas
mailed 6: such public disclosure was made. A stockholder’s
notice to the Secretary shall set forth as to each matter
the stockholder prcocpecses to bring before the annual meeting
(a) a brief description of the business .desired to be brought
béfcre the annual meetidg and the reasons for §onduc£ing such
business at the annual meeting, (b) the name énd address; as
they appear on the Corporation's bocoks, of the stéckholder
proposing such business, {c) the class and number of shares

" of the Corporation which are beneficially cwned by the stock-
holder, and (d) any material interest of the stockholder in

. such business. -Notwithsténding anything in the By-Laws to
the contrary, no business shall be conducted at an annual
meeting except in accordance with the procédures sat forth
in this Section __ . The Chairman of én annual meeting
shall, if the-facts warréht, determine and declare to tﬁe
meeting that business was not properly‘brought‘befcre the
meeting and in accordance with the provisions of this
Section ___, and if he should so determine, he “hall se
declare to the meeting and any such bu51ness not properly

- - te asuar s Tmac

brought before the meeting shall not be transacted.

-7 ) :
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Notice of Stockholder Nominees.

Only perscns Who are nominated in accerdance
with the procedures set forth in this Section _H__-shall
be eligible for électicn as Directors. Nominations of
~ persons for election to the Board of Directors of the
.Ccrporation may be made at a megtingrof stockholders by
or at the direction of tﬁe Board of'Directc:s or by any
stockholder of the Corporaticen entitléd-tc vote for the
election of Directors at the meeting who complies with the
notiée proéedurés set forth in tﬁis-Section _;_.' Such
neminations, other than thoée made by or at the direction of
the Board of Diresctors, shall be made pursuant to timely
notice in writing to the Secretary of the Corporation. -To
be timely,-a stockholder's notice shall be delivered to or
mailed and received at the‘principalrexecutive cffices of
the Corporation not less than 60 days nor mecre than 350 days
prior to the mesting; provided, however, that in the event
~that less rhan 70 days' notice or prior publie disclcéure
cf the date of the meeting is given or made to stock=
holders, notice by the stockholder to be timely must be
so received not later than the close of buszness on the
~10th day follculng the day on which such notice oI the
date_of the meating was ma*led or such public dlsclosuha
was mzde. . Such etock-older's notice shall set forth,La},_‘ =
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as tc each person whom the stockholder proposes to nom-
inate for election or re~election as a Director, {i) the
name, age, business address and residence addréss qﬁ such
person, (ii) tﬁe principal occupation or employment of
such person, (iii) the class and number of shares of the

~ Cerporaticen which are beneficially owned by such person
and (iv) any other info;mation rel;ting te such person
that is required to be disclosed in sclicitations of prci-
jes for election of Directors, cr is otherwise required,
in each cass pursuant to Regulation 1l4A ﬁndér the Securities
Exchange Aﬁt of 1934, as amended (including without lim-
itation such person's written consesnt to being naméd in
the proxy statement as 2 neminee and to serving as a Di-
rector if elected); and (k) as to the stockholder giving
the notice (i) the name and address{‘as they appear ¢n the
Corporation's bocks, of such stockholder and {ii) the class
and number of shares of the Corporation which are beneficially
ewned by such stockholder. At the request of the Board of
Directers any person nominated by the Board of Directors for
electicn as a Director shall furnish to the Secrstary of the
Corporaticn that information required to be set forth in a
stockholder's notics of nominatien which pertéins to the
nominee. NoO person Qhall be eligible for election as 2

Director of the Corporation unless nominated in accordancs

> 5 | IS . - s
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with the procedures set forth in this Section . The
Chairman of the meeting shall, if the facts warrant, deter-
mine and declare to the meeting that a nomination was not
made in accordanée with the procedurss prescribed 5& the By-
Laws, and if he should so determine, he shall so declare to

the meeting and the defective nomination shall be disregarded.

Consents to Corporate Action

Section 1. Action by Written Consent. Whenever

any action is required or permittgd to be taken at any meét-
ing of-stockholdérs of the quporation, unless-the Certifi-
cate of Incorporation otherwise provides, and subject to the
provisions of Sections 2, 3, and 4 of this Article ___ , the
action may be taken without a meeting, without prior notice
and without a vote, if a written consent seEting forth the
action so taken shall have been signed by the holders of out—
standing stock having not less than the minimum number of
votes that would be necessary to autherize such action at a
meeting at which all shares entitled to vote theraon where

preéent and voted; previded, however, that prompt notice

of the taking of corporate action without a meeting and by
less than unanimous written consent must be given Lo those

stockholders_who have not consented in writing.

’ o . f{[)o ]4
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Seqtion 2. Determination of Record Date for Action

by Written Consent. The record date for determining stock-

holders entitled to express consent to corporate agticn in
writing yithout a meeting_shall be fixed by the'Board of
Diractors of-tﬁe Corporation. Any stockheclder seekiné Le
have the stockhcldefs authcrize or take corporate action by
written consent without a méeﬁing shall, by written notice,
request the Board of Directors to fix a recﬁrd date. The
Board of Directors shall, upon receipt of such a request, fix
- as thé record date the 15th day following receipt of the re-
‘quest er such iaﬁer date as may be specified by such stock;
holder. If the reccrd date falls on a Saturday, Sunday or
legal holiday, the record date shall be the day next follow-

ing which is not a Saturday, Sunday ©r legal holiday.

Section 3. Netermination of Ccnsent Date. The

date fcr determlnlng if an ac*1on has been consented to by

the holder or holders of shares of cutstanding stock of thé
Ccrporation having the requlszte voting power to authorize or
take the action s#ecified therein (the 'Coﬁsent Date), shall
' be the 31lst day after‘the date cn which materials soliciting
consentﬁ'are,mailed to stockholdafs of the Corpcraﬁion or, if
no such materials are.rsquired to be mailed under applicable
law, £ne 3ist day follewir the record date fixed by the Board

of Directors pﬁrsuant toc Section 2 of this Article | . 1If
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the Consent Date falls on a Saturday, Sunday or legal heliday,

the Consent Date shall be the day next following which is not

a Saturday, Sunday or legal holiday.

Section 4. Procedures for Written Consent. In the

event of the delivery to the Corperation of a written ccnsent

or consents purporting fo authorize or take corporate action

and/or related revocations (each such written consent and

related revocation is raferred to in this article as a

*Consent®), the Secretarty of the Cocporation shall provicde

for the safekeeping of such Consent and shall conduct such

reasonable investigation as he deems necessary oOr appropriate

for the purpose of ascertaining the validity of such Consent

and all matters incident thereto, including, without limita=

tion, whether the holders of shares having the raguisite vot-

ing power to authorize or take the action specified in the

pravided, however, that if the

Consant have given consentj

corporate action to which the Consent relates is the removal

or replacement of one or more members of the Board of

Directors, the Secretary of tha Corporation shall des-

ignate two perscns, who may not be members of the Board

of Dir=ctors, to serve as Inspectors with respect to such
Consent, and such Inspectors shall discharge the func—
vions of the Secretary of the Corpe ;ation under this Sec-

tion 4, If after such investigaticn the Secratary oI the

4 H00155
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Inspectors (as the case may be) shall determine that the
Consent is valid, that fact shall be certified on the
records of the Corporation kept for the purpcse of -re-
cording the proceedings of meetings of stockholders, and
the Consent shall be filed in such records, at which time

the Consent shall become effective as stockholder action;

provided, however, that neither the Secretary nor the -
Inspectors (as the case may pe) shall make such certifi-

cation or £iling, and the Consent shall not become ef-

fective as stockholder actioem, unntil the final termina-
tien of any proceedings which may have been commenced in

the Court of Chancery of the State of Delaware or any

[ A I AR Sy

other court of competent jurisdiction for an adjudicatien
of any legal issues incident to determining the validitey
of the Consent, unless and until such court shall have

determined that such proceedings are not being pursued

B e T L L R

expeditiously and in good faith.
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