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NATURE AND STAGE OF THE PROCEEDINGS

After two years of arms-length negotiations between
Time Incorporated (”Time”) and Warner Communications Inc.
("Warner”) concerning various possible business combinations,
the boards of directors of Time and Warner approved and
executed an agreement and plan of merger (the ”“Merger
Agreement”) among Warner, Time and TW Sub Inc. (”Time Sub”)
on March 3, 1989. Pursuant to the Merger Agreement, Time Sub
will be merged into Warner, and Warner will become a wholly-
owned subsidiary of Time Warner Inc. (”Time Warner”),
resulting in the largest communications corporation in the
world (the ”Merger”). 1In addition to approving the Merger
Agreement, the boards of Time and Warner also approved, as a
#condition to their willingness to enter into the Merger
Agreement,” an agreement whereby the corporations would
exchange shares of each other’s common stock (the ”Share
Exchange Agreement”) (Joint Proxy Annex D) (attached as
Exhibit a).1

Notwithstanding the passage of more than three
months since the announcement of the approval of the Merger
' Agreement and Share Exchange Agreement, plaintiffs Paramount

Communications Inc. (”Paramount”) and KDS Acquisition Corp.

lpeference to *Joint Proxy at __ ” refers to the joint
proxy statement of Time and Warner dated May 22, 1988, a copy
of which is attached as Exhibit C to Plaintiffs Appendix of
Exhibits in Support of Their Motions for a Temporary
Restraining Order and Expedited Discovery and Scheduling.
The Share Exchange Agreement was amended as of April 12, 1989.
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(*KDS”) on June 7, 1989 commenced a tender offer to purchase
all of the outstanding common stock of Time and filed their
complaint in this Court seeking declaratory and injunctive
relief with respect to that offer. Also on that day,
plaintiffs filed a motion for a temporary restraining order
to enjoin defendants from taking any steps to implement any
aspect of the Share Exchange Agreement, and a brief in
support thereof (hereinafter ”"PB__").

Plaintiffs scheduled, on an ex parte basis, a
hearing on their motions. After hearing brief arguments by
counsel, this Court reserved decision on the motions and
invited written submissions from all defendants. This is
defendant Warner’s brief in opposition to plaintiffs’ motion
for a temporary restraining order.

PRELIMINARY STATEMEN

Plaintiffs here are challenging Warner’s right to
exercise its option to acquire certain shares of Time in
exchange for issuing shares of Warner to Time. The Share
Exchange Agreement at issue was entered into three months
before the commencement of plaintiffs’ tender offer, at a
time when plaintiffs apparently had no involvement whatsoever
with Time or Warner. The Share Exchange Agreement was the
result of arms-length bargaining between Warner and Time.
Plainly, if the Share Exchange Agreement was valid when
entered into, plaintiffs could not now deprive Warner of its

contractual right to exercise its option thereunder. of
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necessity, therefore, plaintiffs must mount a retroactive
attack on the legitimacy of the contract ab initio:
plaintiffs must establish that Time’s board violated its
fiduciary obligations in entering into this Share Exchange
Agreement in the first instance and that Warner wrongfully
knew of and participated in such breach.

This attack must fail. The Share Exchange
Agreement as entered into was entirely neutral as between
Time and Warner. It did not, for example, grant to one party
an option on a ”crown jewel” of the other. Upon exercise of
the option by either party, a bilateral and reciprocal
exchange of shares takes place. And, the exchange ratio
under the Stock Exchange Agreement was itself derived
directly from the market price of Time and Warner stock,
i.e., each of the companies agreed to sell reciprocally its
shares to the other at the then current market price.

Thus, the agreement when entered into was indisput-
ably neutral and fair. The agreement could have turned out -
and may still turn out - to be advantageous to either party.
Plaintiffs in essence complain that, because of the run up in
the price of Time stock - caused in substantial part by
plaintiffs own tender offer - the agreement has become
advantageous to Warner and therefore must be deemed void ab
initio. But the circumstance that, at this moment in time,
the share exchange may be deemed advantageous to Warner does

not transform the agreement retroactively into a breach of
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fiduciary duty by the Time board. No doubt if plaintiffs had
decided to make a tender offer for Warner rather than Time,
they would now be claiming that the Share Exchange Agreement
was unfairly disadvantageous to Warner.

Time and Warner could well have decided to sell
reciprocal blocks of stock to each other as promptly as
possible after execution of the Merger Agreement - and
indeed, had originally intended to do just that.2 That, too,
would arqguably have made it more ”expensive” for plaintiffs
to accomplish a tender offer for Time. Yet, it would be
difficult to believe that even plaintiffs would contend that
that would give them the right months later - when they
decided to inject themselves into Time’s affairs - retro-
actively to undo such exchange of stock. Many corporate
transactions may make it more “expensive” for a raider of
limited means to accomplish a tender offer. 1In fact, growth
and size do just that. But it would be a novel doctrine
indeed that this provides warrant for nunc pro tunc invalida-
tion of historical corporate transactions. A raider has no
right to insist upon retroactively tailoring the assets and
liabilities of the target so as to facilitate the raider’s
offer. A bidder takes the target as he finds it.

Moreover, as is set forth in the Affidavit of

Martin D. Payson, the parties here had sound and responsible

2The Share Exchange Agreement was thereafter modified to
the form of an option to obviate potential ”pooling problems.”
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reasons for entering into the Share Exchange Agreement. The
agreement was not intended to be a “lock up” and does not
remotely operate as a ”lock up.” The percentage of Time
stock involved in the share exchange is only about 11% - far
less than the block determined not to have preclusive effect,
for example, in Polaroid. The stock which would be issued
after the record dates cannot vote on the Merger. Similarly,
the stock would not count to inhibit plaintiffs’ offer under
Section 203 of the General Corporation Law for, by
definition, the stock only issues after commencement of the
offer and therefore does not count for Section 203 purposes.

Finally, plaintiffs can show no irreparable injury
by denial of a temporary restraining order since the stock
when issued will stay in the hands of Warner and Time
respectively. The transaction could readily be undone and
the relevant ”condition” in plaintiffs’ tender offer is that
there be a permanent injunction against the share exchange,
i.e., a temporary restraining order does not remove even the
self-created impediment to plaintiffs’ offer for Time.
Conversely, grant of a temporary restraining order could
operate to destroy Warner’s rights to exercise the option at
all - because the option (if not exercised) could expire in
the immediate future before opportunity for further adjudica-
tion of the merits.

In sum, as set forth more fully below, there is no



merit and no equity to plaintiffs’ application and no
precedent for granting it. The application must be denied.

STATEMENT OF FACTS

A. Overview.

After two years of periodic arms-length negotia-
tions concerning possible business combinations between the
two corporations, on March 3, 1989 the boards of directors of
Time and Warner approved the Merger Agreement and determined
to recommend to their respective stockholders a vote in favor
of the Merger. The announcement of the Merger was hailed
throughout the financial press. For example, The New York
Times reported on March 5, 1989:

The deal would create a media giant,

making it a substantial force in both the

production and distribution of movie and

television programming, as well as in

magazines and book publishing. The

merger would insure Time Warner a place

in the 1990’s as one of a handful of

global media giants able to produce and

distribute information in virtually any

medium.

(The New York Times, 3/5/89, at 1, col. 1) (attached hereto
as Exhibit B). Not only will the combined entity take
advantage of the significant synergies created by the Merger,
the combination of Time and Warner will provide the resulting
entity with a unique opportunity to compete effectively on a
global basis, as well as with foreign multi-nationals in the

United States. Significantly, the multifaceted benefits to

be realized by the stockholders of Time and Warner will occur



without the disruption frequently encountered in today’s
typical business combinations (Payson Aff. 92).3

Conversely, plaintiffs’ ”"offer” is so highly
conditional as to be an ”"offer” only in the most generous
sense of the term. As such, any claim of harm to plaintiffs
is of their own making as evident from their self-imposed
condition that prior to their purchase of any shares, the
Share Exchange Agreement be permanently enjoined. Even if
this motion for a temporary restraining order is granted,
plaintiffs cannot close their offer until after a final
hearing in any event.

B. History of the Parties’ Relationship.

At various times throughout 1987 and 1988, Time and
Warner initially explored the possibility of combining
certain of, and subsequently all of, their respective
businesses. (Joint Proxy at 32). The initial discussions
between the corporations focused on a possible joint venture
of their respective cable, television, filmed entertainment
and pay television operations. (Id.) As a result of these
negotiations, officials of Time and Warner began to see that
a complete combination of the two corporations might be even
more desirable than the proposed joint venture arrangement,
in part in recognition that both of the corporations were

undervalued in the market. (Id.) Accordingly, during the

3#payson Aff. 9 # refers to specific paragraphs of he
Affidavit of Martin D. Payson filed herewith.
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summer of 1988, Time and Warner (and their financial and
legal advisors) had repeated and lengthy discussions
concerning a possible merger of the two corporations. (Id.)
Discussions between the parties continued into August 1988,
at which time they were terminated due to a failure to reach
agreement with respect to a possible combination. (Id.)

In January 1989, ?ime and Warner re-opened merger
discussions. (Id.) During February 1989, representatives of
Time and Warner together with their financial and legal.
advisors commenced innumerable detailed discussions over the
definitive structure for the proposed combination and the
definitive terms of a merger agreement and related ddcuments;
(Id.) Once all terms were finalized, special meetings of the
boards of directors of Time and Warner were held in early
March 1989, at which each board separately, independently
and overwhelmingly approved the Merger Agreement and Share
Exchange Agreement. At all times the proposed combination
reflected the essence of the deal, i.e., that the merger was
one between ”"equals.” (Id.)

C. The Merger’s Benefits.

In approving the Merger and recommending it to
their stockholders, the boards of directors of Time and
Warner recognized: (i) the ”unique opportunity to create a
combined American entity with the resources to be a worldwide
media and entertainment company”; (ii) that the ”combination

of [Warner] with Time is a major step in pursuit of Time’s
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key strategic objective ... [that] will better enable Time to
compete on a global basis”; (iii) the ”unique strengths of
Time and [Warner] will position the combined companies to
capitalize on emerging technologies, new delivery systems and
growing markets to compete effectively on a global basis,
both in terms of providing products and services abroad and
competing with foreign multi-nationals in the United States”;
and (iv) the ”significant synergies associated with combining
Time’s pay television distribution business and direct
marketing expertise with Warner Bros.’ major film library and
Lorimar’s television production capabilities in competing in
overseas markets.” (Joint Proxy at 33).4 The boards’
decisions were taken not in response to any threat to either
company; rather, the decisions were made after years of arms-
length negotiations aimed at permitting the two entities to
take advantage of operating synergies unparalleled in the
communications and-entertainment industries, or elsewhere.

D. The Terms of the Merger Agreement.

Pursuant to the Merger Agreement, upon consummation
of the Merger (i) Time Sub will be merged with and into

Warner, which will be the surviving corporation; and (ii)

4The decisions by the respective boards of directors to
execute the Merger Agreement and Share Exchange Agreement are
unassailable. Not only was the eventual Merger Agreement and
combined business structure negotiated innumerable times at
arms-length over a several year period, but as even plain-
tiffs concede by their silence, the boards were thoroughly
informed and acted in full conformance with the fiduciary
duties owed to their respective stockholders.
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each issued and outstanding share of Warner common stock will
be converted into the right to receive 0.465 shares of Time
Warner common stock, subject to adjustment (the ”Exchange
Ratio”). The Exchange Ratio was the product of arms-length
negotiations by each of the corporations, aided by their
respective financial advisors. Included in these negotia-

tions were, inter alia, analyses of the corporations’ market

values, asset values and earnings history. (Joint Proxy at
11).

The structure of the combined entity was also the
subject of intense negotiations. The merger of “equals”
concept was purposefully incorporatéd into that structure.?
For example, after consummation of the Merger, the board of
directors of Time Warner will have 24 members, twelve
continuing Time directors and twelve current Warner direc-
tors. (Id. at 17-18). Moreover, the committee structure of
the Time Warner board of directors further evinces the
»merger of equals” concept and continues the control by the

current directors of Time or Warner of areas particularly

within their respective corporation’s areas of expertise.

S5Neither board’s decision to recommend the Merger was --
as plaintiffs falsely claim of the Time board -- caused by a
desire for entrenchment. Indeed, it is obvious that each
board’s control (and that of each management) over its
respective company is being diluted, not enhanced, by the
Merger. Managers and directors bent on entrenchment resist
mergers, they do not seek them out. Nor can any argument be
made that the combined company will somehow be takeover
proof. Plaintiffs’ allegations of entrenchment motive are
baseless.
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For example, while the Executive, Audit, Nominating and
Governance Committees will have equal numbers of Time and
Warner directors, the Editorial Committee-Time Operation will
initially consist of four Time directors and only two Warner
directors. (Id. at 61-62). Similarly, the Entertainment
Committee-Warner Operation will consist initially of four
Warner directors and just two Time directors. (Id. at 62).
Finally, although directors of each corporation will be
numerically superior in the committee charged with oversight
of their former corporation’s areas of expertise, a majority
of Time directors will sit on the committee of the board
which will oversee the combined cable television operations
of Time and Warner. Hence, where possible, the contemplated
structure of Time Warner is set to take advantage of the
combined strength of the two corporations while leaving in
place control of the particular areas of expertise the merger
partners bring to the combination.

E. The Share Exchange Agreement.

Also on March 3, 1989, the boards of directors of
Time and Warner approved the Shar? Exchange Agreement ”“with a
view towards and in furtherance of the-parties’ commitment to
the consummation of the Merger.” (Joint Proxy at 32, 69).
By its terms, the Share Exchange Agreement was executed as ”a
condition to [Time’s and Warner’s] willingness to enter into
the Merger Agreement”. (Plaintiffs’ Appendix Ex. D at 1).

Pursuant thereto, Time is contractually obligated to issue
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and deliver to Warner 7,080,016 shares of its common stock
(including all associated rights) in consideration of and
subject to the issuance by Warner and delivery thereof to
Time of 17,292,747 shares of Warner’s common stock, or a
share exchange ratio of approximately 0.409.6

The rationale behind the Share Exchange Agreement
is fourfold. First, as is evident from the decision of the
boards to combine the two corporations, each corporation
considered an investment in the other to be a sound business
investment. (Payson Aff. 98). Second, the Share Exchange
Agreement was contemplated in part to compensate both
corporations for fhe time and effort expended throughout the
long negotiating process which resulted in the Merger
Agreement (id.) and, from Warner’s perspective to compensate
for the arrangements which would have to be made to eliminate
obstacles expected to be raised by its major stockholder,
Chris-Craft Industries, Inc. (Payson Aff. 99). Third, both
corporations realized that prior to the consummation of the
Merger an offer by a third party for either or both of the
companies could be forthcoming. (Payson Aff. 98).

Accordingly, the parties recognized that the Share Exchange

6This share exchange ratio was based on the 5 day
average pre-merger market prices of Warner and Time. (Payson
Aff. 94). If the Merger is consummated, immediately prior
thereto Time will issue and deliver to Warner additional Time
shares so that the shares exchanged will be in the same ratio
as the Merger ratio, i.e., 0.465. If the Merger is not
consummated, no additional shares will be delivered to
Warner. (Plalntlffs' Appendix Ex. D at 6, 94).
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Agreement would provide a mechanism for the corporation not
subject to a third-party offer to take advantage of any
premium offered by the potential acquiror. (Id.) At the
time it was negotiated neither party knew to whose advantage
the agreement might be or whether there would be an offer for
either or for how much. (See Payson Aff. §5). Finally,
because each of the corporations believes that the inherent
values of the corporation were not reflected in the market
price of its stock, and due to the length of time necessary
to clear all regulatory hurdles prior to consummation of the
Merger, (Payson Aff. 48), both corporations understood that
the Share Exchange Agreement had value as a mildly prétective
device to preserve the values in the Merger for the share-
holders of each company against attempts by outsiders to bust
up the Merger by commencing a raid on either company (Payson
Aff. 912).

While it was believed that the Share Exchange
Agreement would have some deterrent effect (id.) and would
offer some protection to the Merger while regulatory
approvals and a shareholder vote were obtained, the Share
Exchange Agreement was purposefully not intended to be, nor
does it have the effect of being, a ”"show-stopper.” (Payson
Aff. 996, 7, 12). Thus, the share exchange involves only 11%
of Time’s and 9% of Warner’s stock. The shares involved in |

the exchange are not given a vote on the Merger (Payson Aff.

¥6) as in the Polaroid/Corporate Partners transaction, for
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example, nor do they count as outstanding shares for 8 Del.C.
§203 (a) purposes. (Id.) While the best evidence of the non-
preclusive effect of the share exchange may well be the very
existence of plaintiffs’ offer, it can also be seen in: (i)
the small percentage of stock being exchanged; (ii) the fact
that the exchanged stock cannot vote on the Merger; and (iii)
the fact that the voting provisions of the agreement, prior
to the termination of the Merger Agreement, sterilize the
exchanged shares in most respects and, thereafter upon
expiration of the Share Exchange Agreement, permit each of
Time and Warner to vote its own interests in all respects.

F. The Phantom Paramount ”“Offer”.

on June 7, 1989, Paramount, through its wholly-
owned subsidiary KDS, announced an offer to purchase all
outstanding shares of common stock of Time (including all
associated rights) for $175 cash per share. The ”offer” is

subject to a myriad of conditions, including, inter alia,

that: (i) the exchange of shares with Warner contemplated in
the Share Exchange Agreement has been permanently enjoined or
such agreement has been terminated without liability to Time
prior to the exchange of shares; (ii) the Merger Agreement
has been terminated in accordance with its terms, or, if such
agreement has not been so terminated, it remains subject to
the approval of the stockholders of Time and plaintiffs
obtain upon consummation of the Offer the right to vote a

sufficient number of shares of common stock to preclude such
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approval; (iii) all material FCC license transfer approvals
and all approvals, consents and franchise transfers relating
to the programming and cable television businesses of Time
and its subsidiaries and joint ventures have been obtained on
terms satisfactory to plaintiffs, except for such approvals,
consents and franchise transfers as are not material in the
aggregate; (iv) Article V of Time’s Restated Certificate of
Incorporation, which requires that at least 80% of the common
stock, and a majority of the common stock not held by a
beneficial owner of 20% or more of the common stock, vote
affirmatively to approve a merger or other business combina-
tion transaction with a 20% or greatér holder, is inapplic-
able to the Offer; and (v) plaintiffs have obtained suf-
ficient financing to enable it to purchase the shares sought
in the Offer, to refinance certain indebtedness of Time, its
subsidiaries and Paramount and to pay related fees and
expenses. (Offer To Purchase at 3-8).7

In addition to fulfillment of all the enumerated
conditions, which itself may take months (Warner and Time
have yet to secure all required regulatory approvals for the
Merger despite having initiated that process over three

months ago), plaintiffs have disclosed perhaps optimistically

7The Paramount "offer” is also subject  to still further
conditions, including a majority tender condition, and con-
ditions regarding the applicability of Section 203 and re-
demption of the Time’s preferred stock purchase rights.
Reference to ”"Offer to Purchase at ___ ” refers to the offer
of plaintiffs’ to purchase all outstanding common stock of
Time dated June 7, 1989) (attached hereto as Exhibit C).

-15-



that ”[t]here can be no assurances that the FCC, franchise
and joint venture approvals and consents necessary to
consummate the Offer will be obtained before a substantial
period of time has elapsed or that such consent can be
obtained oﬁ terms acceptable to [plaintiffs].” (Id.)
Accordingly, given its highly conditioned nature, plaintiffs’
#noffer” is illusory at best.

Moreover, the transaction proposed by plaintiffs
would result in a highly leveraged entity, with all the
financial constraints and risks that such a state includes.
In addition to the resulting highly leveraged corporation,
that entity would suffer from immediate negative cash flow in
contrast to the Merger from which no additional leverage or
negative cash flow will result.

Finally, plaintiffs contend that the Share Exchange
Agreement adds to the cost of their proposed transaction. 1In
this regard, plaintiffs point only to the cost of having to
purchase pursuant to their offer the additional number of
shares of Time issued to Warner pursuant to the Share
Exchange Agreement. Although the incremental increase in the
cost of purchasing all shares of Time by itself is not
insubstantial, plaintiffs have neglected to mention the fact
that they would be obtaining 17,292,747 shares of Warner
stock as a result of that purchase and that the value of that

Warner stock might well exceed the cost to plaintiffs to
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acquire it. Moreover, any added costs to plaintiffs from the
share exchange plainly are compensible in damages.
As shown below, plaintiffs are not entitled to a
temporary restraining order.
ARGUMENT

I. THE RELEVANT STANDARD ON PLAINTIFFS’
APPLICATION.

To obtain the relief they seek, plaintiffs must
show a ”"reasonable probability of success on the merits,
irreparable injury if injunctive relief is not granted, and

that the balancing of hardships leans in the moving party’s

favor.” Durkee Indus. Foods Corp. v. Reckitt & Colman, Inc.,

Del. Ch., C.A. No. 10727, slip op. at 10, Chandler, V.C.

(Apr. 10, 1989); and see Elias v. Wilson Foods Corp., Del.

ch., C.A. No. 10,107, Berger, V.C. (Aug. 4, 1988); Robert M.

Bass Group, Inc. v. Evans, Del. Ch., C.A. No. 9953, Jacobs,

V.C. (June 10, 1988) (Bench Ruling). Harm which is truly
imminent and irreparable is the sine gqua non of the remedy,

UIS, Inc. v. Walbro Corp., Del. Ch., C.A. No. 9323, slip op.

at 14, Allen, C. (Oct. 6, 1987), and injunctive relief is
never granted unless earned. Thompson v. ENSTAR Corp., Del.
Ch., 509 A.2d 578, 580-81 (1984). As demonstrated below,
plaintiffs cannot meet their heavy burden of establishing
imminent, irreparable harm, a probability of success on the
merits or that the balance of hardships favors issuance of

the restraining order sought here.
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II. PLAINTIFFS HAVE FAILED TO DEMONSTRATE THAT
THEY ARE THREATENED WITH IMMINENT, IRREPARABLE
HARM IN THE ABSENCE OF A TEMPORARY RESTRAINING
ORDER.

This Court has consistently recognized that ”“[t]he
essential predicate for issuance of [a temporary restraining
order] is a threat of imminent, irreparable injury.” See,
e.q., Cottle v. Carr, Del. Ch., C.A. No. 9612, slip op. at 6,
Allen, C. (Feb. 9, 1988). While plaintiffs have conceded (PB
11) their burden of demonstrating imminent, irreparable harm,
the prospective harm they have alleged in support of their
motion has no basis in law or fact, is neither imminent nor
irreparable and certainly cannot support the grant of the
extraordinary relief sought here.

The absence of any imminent irreparable harm to
plaintiffs if a TRO does not issue must be considered in
light of the certain harm that will befall defendants if a
TRO does issue. If no shares have been issued and exchanged
under the Share Exchange Agreement and the Merger fails to
obtain the required vote of the Time or Warner shareholders
at the June 23 meetings, the issuance and exchange of shares
pursuant to the agreement is precluded. To accomplish an
exchange prior to the June 23 meetings, either Time or
Warner would have to give the five business days written
notice required by Section 3 of the Share Exchange Agreement
on or before June 15. Thus, a restraint of even a few days
could destroy the contractual rights of defendants which were
bargained at arms-length. The only irreparable harm in this
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case will result if plaintiffs are given the temporary relief
to which they are not entitled. No imminent, irreparable
harm can or will result from the denial of the requested
restraining order.

A. Plaintiffs’ Alleged Harm Is Not
Irreparable.

The primary thrust of plaintiffs’ irreparable harm
argument is that the Share Exchange Agreement will ”“chill”
their ability to conduct the tender offer. (See PB 11).
There are several fundamental reasons why this does not
constitute irreparable harm.

_ First, if Warner acquires shares pursuant to the
Share Exchange Agreement and this Court later determines that
such agreement is invalid, the share exchange could easily be
rescinded by order of this Court since all necessary parties
will be before it and the shares could easily be returned or
cancelled. This Court has previously denied a temporary
restraining order application on the grounds of insufficient
showing of irreparable harm where it found it could later
undo a similar stock swap. In News Int‘’l lc v. Warner
Communications Inc., Del. Ch., C.A. No. 7420, Brown, C.
(Jan. 12, 1984), the Court held:

I am not persuaded that the threat of

harm to the plaintiff is irreparable.

Tax and accounting complications arise

naturally from any large-scale stock

swap. Nonetheless, the transaction

sought to be restrained does propose an

exchange of stock between two Delaware

corporations, both of which are before
the Court. Should this exchange be found
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improper hereafter on a more fully
developed record, there would seem no
impedient at present to a direction that
the transaction be undone by means of
each corporation returning its shares in
the other to the other.

Slip op. at 4 (emphasis supplied). The same result should

obtain in this case.

As plaintiffs recognize (Complaint §31), under the
express provisions of the Share Exchange Agreement, neither
Time nor Warner could dispose of the shares received under
such agreement prior to the expiration thereof. (Joint Proxy
Annex D §7(a)). Moreover, the exchanged shares, being
unregistered under the Securities Act of 1933 (the ”Securi-
ties Act”), could not be sold publicly absent a time con-
suming registration under the Securities Act, even after the
termination of the agreement. As a result, there is no
imminent danger that the shares exchanged under the Share
Exchange Agreement would end up in the hands of a third party
and thus create an impediment to this Court later requiring a
return of the shares or their cancellation if the Share
Exchange Agreement is found to be invalid. Consequently,
there is no irreparable injury faced by plaintiffs which
would justify temporary injunctive relief.

Second, plaintiffs commenced their tender offer
with full knowledge of the Share Exchange Agreement, which
they claim threatens them with irreparable harm, and thereby
accepted the risk purportedly posed by the existence of this

agreement. See, e.q., Goodman v. Futrovsky, Del. Supr., 213
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A.1d 899, 902-03 (1965), cert. denied, 383 U.S. 846 (1966);
Elster v. American Airlines, Del. Ch., 100 A.2d4 219, 221
(1953) . As masters of their own offer, any harm they are
threatened with will be the result of their decision to
initiate the offer. Such self-created harm cannot be used to
justify a temporary restraining order.®

In FMC Corp. v. R.P. Scherer Corp., Del. Ch., C.A.
No. 6889, Longobardi, V.C. (Aug. 6, 1982), this Court refused
to issue injunctive relief at the behest of a tender offeror
who challenged a proposed supermajority voting provision
where such provision had been proposed over two weeks before
the making of the tender offer. The Court stated ”[i]n this
case, FMC wants to contest what the Directors in Scherer had
approved and were submitting to the stockholders for ap-
proval. Why should FMC be heard to complain about what they

bought? The Proxy Statement had been public for 16 days.”

8The cases cited by plaintiffs (PB 12-14) involve lock-
up agreements entered into between a target and another
corporation which had the effect of stopping an otherwise
active auction for the target, a factually distinct scenario.
See MacAndrews & Forbes Holdings, Inc. v. Revlon, Inc., Del.
Ch., 501 A.2d 1239 (1985), aff’d, Del. Supr., 506 A.2d 173
(1986) ; In Re Holly Farms Corp. Shareholders Litig., Del.
Ch., C.A. No. 10350, Hartnett, V.C. (Dec. 30, 1988); Robert
M. Bass Group, Inc. v. Evans, Del. Ch., C.A. No. 9953,
Jacobs, V.C. (June 10, 1988). In none of these cases did the
plaintiff bidder make his tender offer after the agreement
being challenged as a lock-up was entered into. Moreover,
the lock-ups in these cases all constituted ”show stoppers”
in contrast to the Share Exchange Agreement, which as
plaintiffs acknowledge, simply increases the number of shares
the tender offeror must acquire by a relatively small
percentage, 11.1%.
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Slip op. at 7. The Court went on to decide that the offeror
had failed to demonstrate irreparable harm:

If an injunction does not issue, FMC
could quite easily extricate itself from
a situation it intentionally and know-
ingly created. It could, by the very
terms of its offer, decline to takedown
the tendered shares and will have
suffered no loss. It would be in the
same position it would have found itself
if it had approached Scherer after the
stockholders had adopted the Super-
majority Proposals .... On balance, it
appears FMC can extricate itself from
harm at its option or it can impose upon
itself the threatened harm from which it
seeks the Court’s assistance. Under
those circumstances, there is no justifi-
able basis for injunctive relief. There
is no irreparable, imminent, unspecula-
tive harm.

Slip op. at 11-12 (emphasis supplied).

The Delaware District Court similarly rejected the
same tender offeror’s request for a preliminary injunction in
FMC Corp. v. R.P. Scherer Corp., 545 F. Supp. 318, 323 (D.
Del. 1982). Judge Schwartz specifically emphasized the inap-
propriateness of perﬁitting the offeror to use the Court to
alleviate a risk of which it was aware in structuring the
tender offer. Id. at 323. See also Grand Metropolitan plc
v. Pillsbury Co., 704 F. Supp. 538, 541 n.2 (D. Del. 1988)

("Grand Met’s motion could be construed as asking the Court

to shield it from the risks inherent in any business
transaction. The Court, however, is not an insurer against

business risks”).
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Similarly, a tender offeror will not be heard to
complain about the consequences of its own chosen method of
proceeding with its offer. TW Services, Inc. v. SWT Acquisi-
tion Corp., Del. Ch., C.A. No. 10427, slip op. at 34, Allen,
C. (Mar. 2, 1989) (holding that where a bidder conditioned
his offer on the approval of a merger by the target board, it
cannot complain about the board’s decision regarding the
merger being reviewed under the traditional business judgment
rule). Here, plaintiffs conditioned their tender offer on
the invalidation of the Share Exchange Agreement. (Offer to
Purchase at 6). By so doing, they must accept the risk that
this agreement may be upheld as valid.

This Court has previously held that a tender
offeror does not suffer irreparable harm merely because it
faces an uncertainty regarding whether a challenged action of

the target may be upheld. 1In Newell Co. v. Wm. E. Wright

Co., Del. Ch., 500 A.2d 974 (1985), a tender offeror sought a
preliminary injunction restraining the target corporation
from taking any action pursuant to a proposed rights plan.
The Court held that the potentially adverse impact on the
tender offer resulting from the rights plan was a risk
assumed by Newell, the bidder, and was not irreparable harm.
The Court stated:
The real impact upon the tender

offer of the existence of the note rights

(and the stock rights) would appear to be

upon Newell’s decision to accept or

reject the tenders, not knowing if those

rights will be sustained as valid and
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thus not knowing how much debt Wright
will ultimately be determined to have....
Thus, the so-called Fair Price Rights
Plan raises practical concerns on
Newell’s part; it increases the uncer-
tainties it faces. But that uncertainty

does not constitute irreparable injury or
the threat of irreparable injury. The
injury threatened -- a reduction in the
utility and value of Newell’s enlarged
stock interest in Wright -- will or is
likely to occur only if the Rights Plan
is ultimately sustained as a valid
corporate act. If that plan is deter-
mined to be invalid for one or more of
the reasons urged, then no injury is
likely to be sustained. In all events,
that Newell now must evaluate the risks
it faces and act on its evaluation is
itself no legal injury: it is what
business persons do every day.

Id. at 985 (emphasis supplied). Likewise, plaintiffs here
must evaluate the risks created by the existence of the Share
Exchange Agreement about which they have known for over three
months. The possibility that its validity would be upheld,
thereby (according to plaintiffs) increasing the cost of
their acquisition of Time, is a risk of which they were
completely aware prior to commencing their.tender offer.
That plaintiffs must evaluate that risk and act on their
evaluation ”is no legal injury,” much less irreparable harm.
Finally, as in R.P. Scherer, having conditioned
their tender offer on the invalidation of the Share Exchange
Agreement, plaintiffs can later decide not to take down the
tendered shares and thereby will suffer no irreparable harm.
See R.P. Scherer, slip op. at 11 (”[FMC] could, by the very

terms of its offer, decline to takedown the tendered shares
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and will have suffered no loss”). Thus, plaintiffs are not
threatened with irreparable harm simply because the Share
Exchange Agreement could make their offer more expensive if
its validity were upheld. In fact, the affidavits submitted
by plaintiffs -- including the affidavit of their investment
banker -- do not even claim that the additional expense, if
any, is beyond their means or otherwise creates an economic
impediment to their offer.? Nor do plaintiffs say that if
the Share Exchange Agreement is upheld they will abandon
their tender offer.

The only other form of irreparable harm upon which
plaintiffs rely is the purported harm resulting from the so-
called ”dilution” of the voting power of Time’s stockholders.
(PB 11-12, 15). Apparently realizing that the ”dilution”
created by the issuance of only 11% of Time’s stock does not
give rise to a serious claim of irreparable harm, plaintiffs
simply collapse their ”dilution” argument into their
#chilling” argument by claiming that the 11% block of Time
stock received by Warner in the share exchange will combine
with the voting power of Time’s management to form an 18%
block, which plaintiffs claim, will be sufficient to veto
their back-end merger under Article V of Time’s Restated

Certificate of Incorporation.

9In fact, plaintiffs ”additional expense” argument
conveniently overlooks the value of the substantial block of
Warner shares to be received by Time in the exchange.
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Plaintiffs’ arguments, however, neglect to address
three important aspects concerning Article V. First, the
provisions of Article V create two important exceptions to
the increased voting requirements for the ”“back-end” merger.
The ”Disinterested Directors” of Time can approve the back-
end merger prior to plaintiffs’ acquisition of 20% of Time’s
common stock. Second, plaintiffs can avoid the supermajority
voting provisions of Article V by simply complying with its
terms as to the form and amount of consideration to be
offered in such merger. Consequently, plaintiffs’ claims
that Warner and Time management would have a ”veto” over any
back-end merger by virtue of the Share Exchange Agreement are
simply a product of plaintiffs’ desires to avoid complying
with the provisions of a duly-adopted provision of Time’s
charter.

Further, this Court has held that -- even in the
context of a white squire arrangement, which this manifestly
is not -- one cannot presume that a block of shares placed in
purportedly friendly hands would be voted automatically with
management. In News Int’l, plaintiff challenged a ”stock
éwap” in which Warner was to convey a 19% interest in it to a
wholly-owned subsidiary of Chris-Craft Industries, Inc.
Chancellor Brown rejected the claim that this block of stock,
in combination with Warner’s 80% supermajority voting
provision, would impede plaintiff’s ability to achieve the

necessary vote:
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Plaintiff is arguing that by issuing what
in practical effect is a 20% interest to
the subsidiary of Chris-Craft, Warner’s
management is depriving plaintiff for all
time of the opportunity, either through
the acquisition of stock or through
proxies obtained from other Warner
shareholders, to exercise the required
80% vote. However, this arqument rests
necessarily on the assumption that Chris-

Craft will always vote its shares with
Warner’s management hereafter, and I am

not convinced from the present record
that the plaintiff has demonstrated that
this is likely to be so.

* * *

Thus, it does not appear that the
proposed transaction itself will neces-
sarily deprive plaintiff and the share-
holders of Warner other than management
from the opportunity of ever taking
action against management.

Slip op. at 3-4 (emphasis supplied).l0® gSee also Shamrock

Holdings, Inc. v. Polaroid Corp., Del. Ch., C.A. No. 10582,
slip op. at 34, Berger, V.C. (Mar. 17, 1989) (declining to
enjoin placement of shares with ”white squire” fund or to
reconsider earlier opinion refusing to rescind shares sold to
ESOP) ; Shamrock Holdings, Inc. v. Polaroid Corp., Del. ch.,
C.A. No. 10075, slip op. at 43-44, Berger, V.C. (Jan. 6,
1989) (decision after trial finding establishment of ESOP

inherently fair, and, although ESOP likely to give management

101ndeed, this Court is certainly aware that subsequent
events proved Chancellor Brown to be correct. Chris-Craft
did not automatically vote its shares together with Warner’s
management and, in fact, not only demonstrated complete in-
dependence from the positions adopted by Warner’s management,
but often downright hostility. See Warner Communications
Inc. v. BHC Inc., Del. Ch., C.A. No. 10817.
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a "leg up,” no showing made that employee support would be

»impossible to obtain”); Cottle v. Standard Brands Paint Co.,

Del. Ch., C.A. No. 9342, trpt. at 6, Berger, V.C. (Dec. 9,
1987) (Bench Ruling) (Court declines to enjoin restructuring
which included placement of preferred stock convertible into
15% of the outstanding common stock with two insurance
companies, no showing made ”“that the holders of the convert-
ible preferred will vote with management”).

The presumption that Warner and Time’s management
would vote together is also contrary to economic reality. A
vote on the back-end merger of plaintiffs’ acquisition of
Time would only occur if the Merger Agreement had been
rejected or otherwise terminated. (Offer to Purchase at 6).
If the Merger were no longer possible, Warner would have no
incentive to blindly follow Time’s management in a vote.
Instead, Warner, which would be free to vote its shares as it
desires, would logically choose to vote its shares in such a
way as to maximize the value of its holdings. Assuming that
the price offered in the back-end merger were fair, Warner
could choose to vote in favor of the back-end merger and
accept the offered merger consideration. Plaintiffs offer no
evidence to the contrary.

Second, Article V, commonly referred to as a #fair
price” provision, is a provision of Time’s Restated Certifi-
cate of Incorporation which was duly adopted by Time’s board

of directors and stockholders. Through its provisions,
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Article V requires ”“the vote of a larger portion of the
stock” of Time than is required by the General Corporation
Law to effect certain business combinations (including
plaintiffs’ proffered ”back-end” merger). Such a provision
is specifically authorized by 8 Del.C. §102(b)(4), and a
similar charter provision was specifically upheld by the
Court in Seibert v. Gulton Indus., Inc., Del. Ch., C.A. No.
5631, Brown, V.C. (June 21, 1979), aff’d mem., Del. Supr.,
414 A.2d4 822 (1980).

Third, this Court has previously rejected as unripe
a tender offeror’s claim challenging the operation of a fair
price charter provision to a back-end merger. In AC Acquisi-

tions Corp. v. Anderson, Clayton & Co., Del. Ch., 519 A.2d

103 (1986), a tender offeror asserted that the target
corporation’s directors breached their duty of loyalty by
failing to waive the application of a fair price provision to
a follow-up merger. The Court held that the legal issue was
not ripe. Id. at 115. The Court observed:

Plaintiffs have no general legal right to
have all future legal uncertainties
resolved on a motion for preliminary
injunction, so that they will be better
able to evaluate the economic risks with
which they might be faced if the BS/G
tender offer is closed.

* * *

In any event, a future claim arising from
a conjectural future merger need not be
settled now.
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Id. For the same reasons, plaintiffs’ attack on the poten-
tially adverse consequences of the share exchange on their
future back-end merger fails for lack of ripeness.

Plaintiffs repeatedly emphasize that Time’s stock-
holders are threatened with irreparable harm because the
share exchange may deprive the stockholders of their ability
to tender into plaintiffs’ offer. Plaintiffs have not said
unequivocally that they will drop their offer in the light of
an adverse ruling. If such action is contemplated, plain-
tiffs have violated their disclosure obligations by failing
to set forth this condition in their offer to purchase.
Moreover, such action would clearly demonstrate plaintiffs’
desire to get an advisory opinion from this Court concerning
the prospective merits of their challenge to the Share

Exchange Agreement. Such conduct has never been tolerated by

this Court. See R.P. Scherer, slip op. at 7.

B. The Asserted Harm Is Not Imminent.
It is fundamental that plaintiffs are not entitled

to a temporary restraining order unless they demonstrate that
the harm allegedly threatening them is imminent. Cottle v.
Carr, slip op. at 6. Plaintiffs summarily state that ”[t]he
harm threatened is imminent because there can be no assurance
that Defendants will not immediately trigger the exchange of
Time and Warner shares.” (PB 11). This one-line statement

is wholly inadequate to meet plaintiffs’ burden.
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In the first place, even if defendants were to
7immediately trigger” the exchange of shares it would not
result in imminent harm to plaintiffs. The only harm that
plaintiffs even purport to allege will not and cannot occur
until they are in a position to complete their tender offer
and back-end merger, which events cannot occur until at least
July 5. Thus, if the shares were exchanged by Time and
Warner under the terms of the Share Exchange Agreement, the
Court would have ample time to rule before any alleged harm
occurs to plaintiffs. If plaintiffs ultimately prevail, the
share exchange could be undone in a timely fashion. There is
simply no imminent harm threatened in this case and thus no
basis for a temporary restraining order.

The speculative, non-imminent nature of plaintiffs’
purported irreparable harm is highlighted by the myriad of
possible future events that could moot the alleged harm. For
example, plaintiffs have disclosed that if the Merger
Agreement is approved by Time’s stockholders, they will
withdraw their offer. (Offer to Purchase at 6). Moreover,
if other conditions to the offer are neither satisfied nor
waived, then plaintiffs’ offer could be withdrawn and no harm
would have been occasioned by reason of the Share Exchange
Agreement. Thus, plaintiffs’ asserted ”“irreparable harm” is
contingent on numerous future events many of which are within

plaintiffs’ own control and which may or may not occur. The
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purported harm suffered here cannot support the relief
requested because it is not imminent.

Second, even if defendants should proceed with the
share exchange, this would not result in imminent, irrepar-
able harm. Plaintiffs’ tender offer cannot by its terms
close until at least July 5th. Since there is no harm that
could possibly jeopardize the offer prior to July 5, there is
no imminent harm to plaintiffs. There is more than enough
time for this matter to be heard and determined prior to the -
earliest date upon which plaintiffs’ offer could close and

thus no need for a temporary restraining order in this case.

The office of the writ of temporary
restraining order is a very narrow one.
Such an order will issue only to prevent
irreparable injury that is occurring or
is threatened to occur before the court
may hear an application for a preliminary
injunction.... On an application for a
temporary restraining order, the
imminence of threatened irreparable

injury constitutes the predominating
concern.

McCann Surveyors, Inc. v. Evans, Del. Ch., C.A. No. 1268-S,
slip op. at 1-2, Allen, C. (July 24, 1987). (emphasis
supplied). Here, in the absence of any imminent harm,
irreparable or otherwise, plaintiffs’ application for a

temporary restraining order must be denied.
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IIT. NO PROBABILITY OF SUCCESS ON THE MERITS IS
MADE OUT ON THE RECORD BEFORE THE COURT.

A. No Duty To Auction Arises From The Share
Exchange.

In an argument which betrays the weakness of their
position, plaintiffs attempt to distort the facts of this .
case to implicate the ”duty to auction” which they argue
arises here under the holding in Revlon and its progeny. No
duty to auction is implicated by the decision of either Time
or Warner to enter into the Share Exchange Agreement and no
case cited by plaintiffs suggests otherwise. Nor would a
decision by either party to exercise its rights under the
Share Exchange Agreement implicate such a duty.

Plaintiffs build their argument on several un-
founded factual assumptions: first, that the decision to
approve and recommend the Merger was a recognition that Time
was ”for sale” and that consummation of the Merger ”will
constitute a sale of Time” (PB 20); and second, if Time was
for sale, a duty to auction the corporation arose. By
contrast, the facts of record belie the fantastic supposi-
tions made by plaintiffs.

This Court has squarely held that a decision to
enter into a merger, even where such a merger indisputably
involves a sale of the corporation, does not trigger a ”duty
to auction.” Thus, in City Capital Assoc. L.P. v. Interco,
Inc., Del. Ch., 551 A.2d 787 (1988), this Court stated:

[Revlon] does not require...that
before every corporate merger agreement
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can validly be entered into, the

constituent corporations must be

"shopped” or, more radically, an auction

process undertaken, even though a merger

may be regarded as a sale of the Company.

551 A.2d at 802. Likewise, in In Re Fort Howard Corp.
Shareholders’ Litig., Del. Ch., C.A. No. 9991, Allen, C.
(Aug. 8, 1988), this Court refused to enjoin the sale of a
corporation in a management led leveraged buy-out where there
was no auction undertaken prior to entry into the trans-
action. The ”duty to auction” in this context is a ”duty” of
plaintiffs’ own creation.

This case is, of course, wholly unlike the Revlon
line of cases where courts have held that directors may not
sell the company to a favored bidder by means that cut off an
auction in progress. Here, the Time directors have never
done anything to bring an ongoing auction to a halt. To the
contrary, Time is not noﬁ, and never has been, ”for sale”.
The Time board of directors has determined to maintain the
independence of the company and nothing about the Share
Exchange Agreement suggests a retreat from that position.

As to the Share Exchange Agreement itself, it
provides for an investment by Time and Warner in each other,
and, in light of the enormous number of executive hours spent
and expenses incurred over the two years the parties
negotiated the Merger, (See Payson Aff. 411), the share

exchange is also a mechanism designed to give either merger

partner some of the ”upside” in the event that the other is
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subject to a third party bid which results in the termination
of the Merger Agreement and the loss of the benefits of the
Merger to the disappointed party (Payson Aff. ¢8).

As to the Merger Agreement, plaintiffs strenuously
assert that Time is somehow ”selling itself” in the transac-
tion. Again, plaintiffs are wrong.ll The public stock-
holders of Time are simply joining with Warner’s public
shareholders to control jointly a larger entity. Plaintiffs’
argument is misconceived in treating the Warner shareholders
as a-”"block” that will control the merged entity. There is
no such block, and -- unlike in the cases such as Black &

Decker Corp. v. American Standard, Inc., 682 F. Supp. 772 (D.

Del. 1988) cited by plaintiffs -- nothing is occurring which
precludes Time shareholders from receiving an acquisition
premium on their Time Warner shares in the future.

Similarly, the parties to the Merger have carefully
structured the governance of the new entity so that it
preserves control over the Time divisions of the merged
company in the hands of board committees dominated by Time
directors and similarly preserves control over former Warner
divisions in the hands of board committees dominated by

Warner directors. To that end, Time Warner is to have a 24

1lindeed, plaintiffs themselves recognize the error of
this assertion by alleging that #... under the terms of the
Merger Agreement, the current senior management and a
majority of the boards of both Warner and Time are assured of
similar positions in Time Warner.” (PB 29).
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member board, with each company nominating 12 directors.
This is a far cry from a ”"sale” of Time.

No decision of this or any Court has imposed a duty
to auction in a transaction such as this. Plaintiffs
citations to authority are not on point. Although the
Supreme Court in Revlon held that the duty to auction arose
after the target board had authorized its management to
pursue the possibility of a merger, Revlon, 506 A.2d at 182
(PB 18, 19), the holding has vitality only in context. The
Court held that the duty arose only after ”it became apparent
to all that the break-up of the company was inevitable”,
after in fact competing bids had emerged. Revlon, 506 A.2d
at 182.

Likewise, plaintiffs rely on Vice Chancellor
Hartnett’s opinion in In re Holly Farms Corp. Shareholders
Litigaﬁion for the proposition that a stock-swap merger
raises a duty to auction. (PB 18, 19). Plaintiffs conven-
iently ignore the context of that holding. Vice Chancellor
Hartnett wrote:

Because this sale [the merger] came in

response to, and as an alternative to,

Tyson Foods’ $52 cash tender offer, I

agree that the Board’s actions must be
judged under the standards articulated in

Revlon....
In re Holly Farms Corp. Shareholders’ Litig., Del. Ch., C.A.

No. 10350, slip op. at 12, Hartnett, V.C. (Dec. 30, 1988).
Unlike in Holly Farms, here the Merger was not proposed as a
response or alternative to any other transaction. Rather,
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the Merger evolved through two years of arms-length negotia-
tions. Plaintiffs’ reliance on Holly Farms is thus mis-
placed.

Plaintiffs also appear to place some reliance on

inapposite dicta in the Supreme Court’s decision in Mills

Acquisition Co. v. MacMillan Inc., Del. Supr., Nos. 415 and
416, 1988, Moore, J. (May 3, 1989). (See PB 21). 1In

MacMillan, however, the Supreme Court stressed that the case

did ”not require a judicial determination of when MacMillan

was ‘for sale.’” Slip op. at 55. In a footnote, the Court
continued:

This Court has been required to determine
on other occasions since our decision in
Revlon, whether a company is ”for sale.”
See Ivanhoe, 535 A.2d at 1345; Bershad v.
Curtiss-Wright Corp., Del. Supr., 535
A.2d 840, 845 (1987). Clearly not every
offer or transaction affecting the cor-
porate structure invokes the Revlon
duties. A refusal to entertain offers
may comport with a valid exercise of
business judgment. (citations omitted).

Id. at 55 n.35.

As this Court has held, a corporation is ”for sale”
when ”the interests of current stockholders will be converted
to cash or otherwise terminated.” Interco, 551 A.2d at 803.
Where, as here, all stockholders of Time and Warner continue
to maintain equity in a combined entity, no one’s interests
are ”"converted to cash or otherwise terminated.” See TW

Services, Inc. v. SWT Acquisition Corp., Del. Ch., C.A. No.
10427, slip op. at 19, 20, Allen, C. (Mar. 2, 1989) (sale
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transaction is one which may ”“terminate the interest of all
of the existing holders of stock”).

This result is a sensible one which preserves the
right to engage in a consensual merger, which right is
recognized in Section 251 of the General Corporation Law.
See, e.9., TW Services. Indeed, any extension of the duty to
auction to an arms-length, stock-swap merger would effective-
ly abrogate the statutory right to merge. If every corpora-
tion had to survive an auction before it could consummate a
merger, the statutory right to merge would become virtually
meaningless. .

Finally, Warner has an economic and contractual
interest separate and distinct from Time in the shares to be
exchanged under the Share Exchange Agreement. These shares
are valuable economic assets to the recipient thereof. Even
assuming, arguendo, a breach of the duty to auction by Time
directors, nothing in the complaint and nothing about the
transaction itself suggests that Warner was a knowing
participant in any such breach of duty. In this respect, the
case against Warnér is controlled by the decision in LA

Partners L.P. v. Alleqis Corp., Del. Ch., C.A. No. 9033,

Berger, V.C. (Oct. 22, 1987). There, a bidder accused third
party Boeing of aiding and abetting an alleged breach of duty
by Allegis directors in negotiating a note agreement with
Allegis. Boeing was charged with knowledge of a breach of

duty because of the course of negotiations, Boeing’s
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awareness that Allegis had no need for the $700 million
provided for in the note, the fact that the agreement was
negotiated in great haste and contained no pre-payment clause
and Boeing’s awareness that Allegis dropped its earlier plan
of soliciting competitive proposals from other airplane
manufacturers. The Court, however, dismissed the case
against Boeing, holding:

Here, the terms of the Note Agreement and

the circumstances under which it was

negotiated would not necessarily alert

Boeing ... to any wrongful conduct on the

part of the Allegis directors. There is

nothing in the complaint to suggest that

Boeing was privy to the Allegis

directors’ deliberations.
Slip op. at 18. So here. Nothing about the conduct of the
Time defendants was sufficient to alert Warner to any breach
of duty. No basis exists, therefore, to enjoin Warner from
exercising its bargained-for rights under the Share Exchange
Agreement.

‘

B. The Business Judgment Rule, Not Unocal
Scrutiny Is Implicated By The Share

Exchange Agqreement.

Casting about in search of a theory, plaintiffs
fall back upon the now-familiar principles of Unocal Corp. v.
Mesa Petroleum Co., Del. Supr., 493 A.2d 946 (1985) to argue
that the Share Exchange Agreement constitutes an improper
overreaction to the non-threat posed by their all-cash offer.
This argument is without merit.

At the outset, plaintiffs baldly assert that the
Share Exchange Agreement ”is an anti-takeover device whose
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only purpose is to deter competing bids.” (PB 23) (emphasis
supplied). The record is otherwise. As the Payson Affidavit
demonstrétes, the Share Exchange Agreement has several
purposes, including the desire of each company to make a
substantial investment in the other. (Payson Aff. 48).
Likewise, another purpose of the agreement is to insure that,
in the event the Merger were upset by a bid for either, that
the jilted merger partner is compensated for the years of
work that are part of this deal and the millions of dollars
expended by that party in fees of outside bankers and
lawyers, and, of course, lost Ppportunity costs. (Payson Aff.
98) .12 1In short, in the event the Merger was put in jeopardy
by a raid on either party, the jilted merger partner wanted
an opportunity to share in the ‘upside’ of that third party
bid. (Id.) Finally, the parties also understood that the
Share Exchange Agreement might have the effect of dissuading
a third party raid designed to bust-up the Merger. (Payson
Aff. 912). In this respect, the Share Exchange Agreement is
protective, not reactive or defensive. Both parties under-
stood that there would be risks associated with agreeing to
merge in light of the long period of time necessary to
receive necessary approvals and the inherent, unrecognized

values each saw in the other. (Payson Aff. ¢8).

121n this regard, it must be noted that the Merger
Agreement contains no asset options, break-up or termination
fees or similar devices to compensate either party for their
time and effort in the event the Merger were unsuccessful.
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Thus, to some extent, the Share Exchange Agreement was
designed to protect the Merger. Action taken to protect
valid business judgment is fundamentally distinct, however,
from action taken to defend a corporation from a hostile
offer, action as to which the ”omnipresent specter” of self-
interested conduct is implicated. The history of the
development of the Share Exchange Agreement strongly cor-
roborates the affidavit evidence as to the purpose of the
agreement.

As originally conceived, the share exchange itself
was to take place as promptly as possible. (Payson Aff. ¢3).
Thus, the parties intended to purchase significant invest-
ments in each other. (Payson Aff. 98). To avoid disruption
in the marketplace likely to be created by a sudden demand
for millions of Time and Warner shares, and consistent with
the phiiosophy which led to the notion of a stock swap merger
to begin with, the Share Exchange Agreement was developed.
Thus, as originally conceived, the share exchange was not
dependent upon a third party offer, but was designed to close
promptly. (Payson Aff. 93).

The SEC views on the effect of the proposed share
exchange on the accounting treatment of the Merger altered
the parties"plans to effectuate a prompt exchange. The
desire of each corporation to make a substantial investment
in the other remained, however, and, combined with each

company’s desire to share in the upside should the Merger be
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broken up by a third-party raid on either, the agreement was
amended as of April 12, 1989 so as to be triggered by
commencement of an offer for more than 25% of either company.
(Payson Aff. §3). Although the parties understood that the
share exchange could have some deterrent effect by raising
the sum needed to commence an offer, (Payson Aff. §12), it
was clearly understood that the share exchange did not
preclude any bid for either company and would be ineffective
as an anti-takeover device, as it has proved to be (Payson
Aff. §16).

Plaintiffs bear the burden of demonstrating that

Unocal applies. Doskocil Cos., Inc. v. Griggy, Del. Ch.,
C.A. No. 10095, slip op. at 15, Berger, V.C. (Aug. 18, 1988).
Absent a showing that the challenged action was reactive,
raising the “specter that a board may be acting primarily in
its own interests,” there is no basis to apply Unocal. 493
A.2d at 954; and see Grobow v. Perot, Del. Supr., 539 A.2d
180, 188 (1988). Plaintiffs have not met their burden here.
Moreover, even if plaintiffs could demonstrate that
the Share Exchange Agreement has an anti-takeover effect,
Unocal is not implicated. In Doskocil, this Court rejected
plaintiff’s contention that Unocal applied in the context of
a decision of the defendant board to issue preferred stock,
the terms of which allegedly had an anti-takeover effect.
Slip op. at 15. The Court noted that the threshold factual

question was whether the issuance of the stock ”is, in fact,
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a defensive measure adopted to protect the [target’s] stock-
holders from a perceived threat of a hostile takeover,” slip
op. at 13, and ruled that plaintiff had not made a sufficient
showing that the preferred stock was a defensive measure.
Slip op. at 15. The facts of this case require a similar

result. See Solash v. Telex Corp., Del. Ch., C.A. No. 9518,

slip op. at 28, Allen, C. (Jan. 19, 1988) (if board qualifies
for the protections of the business judgment rule it is
essentially protected against liability); Tate v. Lyle Plc V.
Staley Continental, Inc., Del. Ch., C.A. No. 9813, slip op.
at 18, Hartnett, V.C. (May 9, 1988) (directors’ action in
adopting the plans is immune from further judicial scrutiny
pursuant to the business judgment rule).

But, even if the Court were to apply a Unocal
analysis, the proportionality review by necessity must be
applied to the facts known to the board when it made its

decision -- not based on hindsight. Ivanhoe Partners v.

Newmont Min. Corp., Del. Ch., 533 A.2d 585, 609, aff’d, Del.

Supr., 535 A.2d 1334 (1987). Thus, plaintiffs’ argument
under Unocal -- that the ”threat” is the specific, pending
$175 offer and the response is a ”lock-up” =-- is nothing more
than Monday-morning quarterbacking. On March 3, when the
Time and Warner Boards approved the Share Exchange Agreement
there was no offer for either Time or Warner. On April 12,

when Time and Warner restated the Agreements there was no
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offer for either Time or Warner.1l3 The Share Exchange
Agreement was in that respect completely neutral and reci-
procal.

Moreover, the agreement is eminently reasonable.
In light of its modest size, its non-effect under Section 203
and the voting restrictions on the shares, the shares can in
no way be considered a ”lock-up.” (Payson Aff. q16).
Further, even if analyzed as a ”break up” arrangement, the
premium realizable should Warner exercise its rights under
the Share Exchange Agreement is within the range of termina-
tion or break-up fees repeatedly upheld by the courts. At
close of business yesterday, the fee would equate to roughly
1.17% of the value of the Paramount offer. Cf. In Re
Formica Shareholders. Litig., Del. Ch., C.A. No. 10598,
Jacobs, V.C. (Mar. 22, 1989) (break up and expense reimburse-
ment fees totalling 4.95% of deal); and see In Re Fort Howard
Shareholders. Litig., Del. Ch., C.A. No. 9991, Allen, C.
(Aug. 8, 1988) ($67 million break up fee, roughly 1.8% of

total deal).

13pjaintiffs attempt to escape the constraints of the
facts in this case by arguing that the boards of both
companies are now faced with an independent decision to which
Unocal applies -- the decision whether to exercise the
respective company’s rights to require the exchange of
shares. That decision, however, is no more reactive than the
decision to enter the agreement. Warner might choose to
exercise its rights for reasons wholly unconnected with the
continued incumbency of Time officers and directors, i.e., a
desire to participate in the offer for Time and to be
compensated for its loss of a merger partner. Thus, the
attempt to bootstrap the decision to exercise into Unocal is
a red herring.
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Likewise, to state -- as do plaintiffs -- that the
exchange somehow constitutes a ”lock-up” biases the analysis
with respect to the proportionality test under Unocal
unfairly. In fact, the Share Exchange Agreement is far from
a ”lock-up.” As demonstrated by the Paramount offer, the
Share Exchange Agreement hasn’t prevented a tender offer for
Time. Thus, the Share Exchange Agreement is far from the
type of lock-up condemned to enhanced scrutiny in this Court.
See, e.qg. MacMillan, slip op. at 57-58 (crown-jewel asset
lockup) .

This Court should app}y the business judgment rule
in evaluating this transaction, not a Unocal analysis. 1In

Crouse-Hinds Co. v. InterNorth, Inc., 634 F.2d 690 (2d Cir.

1980) the Second Circuit applied the business judgment rule
to a transaction remarkably similar to the Share Exchange
Agreement. There, (i) a merger between Crouse-Hinds Company
("Crouse-Hinds”) and Belden Corporation (”Belden”) was
announced on September 9, 1980; (ii) InterNorth, Inc.
(”InterNorth”) announced its tender offer for a majority of
the stock of Crouse-Hinds on September 12, 1980; and (iii)
the merger agreement was modified on September 23, 1980 to
provide for Crouse-Hinds’ offer to acquire a portion of
Belden’s outstanding stock in exchange for Crouse-Hinds stock
(the ”"Exchange Offer”). Id. at 692. The purpose of the

Exchange Offer as described in the prospectus was ”(1) to
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facilitate the merger with Belden and (2) to discourage the
InterNorth Tender Offer.” Id. at 704.

In reversing the District Court’s grant of a preli-
minary injunction enjoining Crouse-Hinds from acquiring any
shares of Belden stock by the Exchange Offer or otherwise,
the Second Circuit held that:

[tlhere can be no genuine question that

the Exchange Offer would increase the

likelihood of consummation of the merger,

since the Exchange Agreement requires

Crouse-Hinds to vote all Belden shares

acquired pursuant to the exchange Offer

in- favor of the merger. In these

circumstances, Crouse-Hinds’s directors’

attribution of the Exchange Offer to the

facilitation of the merger they had

negotiated is patently credible, at least

in the absence of substantial evidence

that their motives lie elsewhere.

Id. at 703. Significantly, the Court reached its holding
notwithstanding that the share exchange in Crouse-Hinds was
reactive to a hostile offer.l4 Here, by contrast, the Share
Exchange Agreement was made months before the emergence of
any third party bid. As in Crouse-Hinds, there is no
credible showing made by plaintiffs here that the purpose of
the Share Exchange Agreement was not to facilitate the
Merger. Accordingly, the decision of the boards of directors
to enter into the Share Exchange Agreement is protected by

the business judgment rule.

141t is worthy of note that Crouse-Hinds has been cited
with approval by the Delaware Supreme Court in several of its
decisions including Unocal. See Unocal, 493 A.2d at 954; and
see Pogostin v. Rice, Del. Supr., 480 A.2d 619, 627 (1984).
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In summary, plaintiffs have failed to demonstrate
any basis upon which to invoke a Unocal analysis. The
decisibn to enter the Share Exchange Agreement was taken
after extensive arms-length negotiations between independent
parties interested in investing in each other, and was not
reactive to any existing offer for either party. Even if
analyzed under Unocal, however, the desire to protect the

Merger justified the mild anti-takeover effect of the agree-

ment.
Iv. THE BALANCE OF THE EQUITIES AND CONSIDERATION
" OF PUBLIC INTEREST WEIGH AGAINST THE RELIEF
SOUGHT.
Assuming, arquendo, that plaintiffs have demon-
strated some cognizable harm -- which they have not -- this

Court must weigh the equities in determining whether to grant
plaintiffs’ application. First, even assuming that plain-
tiffs could close their offer on July 5, 1989 (which is
unlikely given the myriad of self-imposed conditions) the
simple fact is that until July 5th, at the earliest, no harm
can occur to them. Hence, there is no imminent need for
relief.

Further, plaintiffs contend that the Share Exchange
Agreement ”“will substantially undermine any value that even
the Defendants see in the merger and potentially lead to its
abandonment.” (PB 16). If plaintiffs are correct that the

Share Exchange Agreement will lead to the Merger’s abandon-
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ment, that result will fulfill the condition in their offer
that the Merger Agreement be terminated or otherwise
abandoned. (Offer to Purchase at 6). The very harm they
posit will be gone. Accordingly, rather than support their
arquments, their principal contention weighs heavily against
them.

Balanced against plaintiffs’ total lack of equities
is defendants’ right to have their contractual rights and
obligations honored. Having entered into the Share Exchange
Agreement pursuant to arms-length negotiation, defendants are
entitled to the benefits of their bargain.

Under the terms of the Share Exchange Agreement,
»if the required approval of the Merger by the stockholders
of Time or [Warner] 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 stockholders or any adjournment thereof,
and the Exchange Shares have not theretofore been issued and
exchanged, then the closing hereunder shall not occur and
neither Subject Company shall issue its Exchange Shares to
the other party pursuant to this Agreement”. (Share Exchange
Agreement, §3). As noted above, the meeting of stockholders
of each company is scheduled for June 23. Thus, pursuant to
Section 3, if written notice is not given on or before June
15 and no closing occurs prior to the stockholders’ meetings

and the Merger fails to obtain the required vote at such
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meetings, both companies lose irrevocably their bargained-
for rights under the Share Exchange Agreement.

Thus, even if the Court were to temporarily
restrain the exercise of their rights under the Agreement by
either party for a period of 10 days, Warner and Time could
be irreparably harmed by the loss of their bargained-for
rights. On the other hand, plaintiffs suffer no harm
whatsoever if the share exchange were to occur since final
relief, which is a self-imposed condition to their offer,
could be rendered promptly. In this circumstance, the
balance of harms tips decidedly and decisively in favor of

defendants.
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CONCLUSION

For the foregoing reasons, plaintiffs’ motion for a

temporary restraining order should be denied.
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ANNEX D

j _ [ComPosITE CONFORMED CoPpY]

SHARE EXCHANGE AGREEMENT

SHARE EXCHANGE AGREEMENT, dated as of March 3, 1989, as amended as of April 12, 1989, by
and between TIME INCORPORATED, a Delaware corporation (“Time"), and WARNER COMMU-
NICATIONS INC., a Delaware corporation (“WCI”).

WHEREAS, concurrently with the execution and delivery of this Agreement, Time, WCI and TW
Sub Inc., a Delaware corporation and a wholly-owned subsidiary of Time (“T-Sub”), are entering into
an Agreement and Plan of Merger, dated as of the date hereof (the “Merger Agreement”), which
provides that, among other things, upon the terms and subject to the conditions thereof, T-Sub will be
merged with and into WCI (the “Merger”), with WCI continuing as the surviving corporation; and

WHEREAS, as a condition to their willingness to enter into the Merger Agreement, each of the
parties hereto has requested that the other agree, and each has so agreed, to issue to the other its

Exchange Shares (as hereinafter defined) on the terms and subject to the conditions set forth herein.

Now, THEREFORE, in consideration of the foregoing and of the mutual covenants and agreements
set forth herein and in the Merger Agreement and for other good and valuable consideration, the
receipt and adequacy of which are hereby acknowledged, the parties hereto agree as follows:

1. Issue and Transfer of Exchange Shares.

(a) Issuance of Time Exchange Shares. In consideration of and subject to the issuance of the shares
referred to in Section 1(b), at the Closing (as defined in Section 3), Time will issue and deliver to WCI
7,080,016 shares (the “Time Exchange Shares”) of its Common Stock, par value $1.00 per share (the
«Time Common Stock™), including the associated rights (the “Rights”) to purchase shares of Series A
Participating Preferred Stock of Time pursuant to the Rights Agreement, dated as of April 29, 1986,
between Time and Morgan Shareholder Services Trust Company of New York, as amended by
Amendment No. 1, dated as of January 19, 1989, and as further amended from time to time. All
references in this Agreement to shares of Time Common Stock issued to WCI hereunder shall be
deemed, prior to the Distribution Date (as defined in the Rights Agreement), to include the Rights.

(b) Issuance of WCI Exchange Shares. In consideration of and subject to the issuance of the shares
referred to in Section 1(a), at the Closing, WCI will issue and deliver to Time 17,292,747 shares (the
“WCI Exchange Shares”") of its Common Stock, par value $1 per share (the “WCI Common Stock”).

(c) Defined Terms. For purposes of this Agreement: (i) the term “Exchange Shares” shall mean the
Time Exchange Shares and the WCI Exchange Shares, and reference to “its Exchange Shares” with
respect to Time or WCI shall mean the Time Exchange Shares or the WCI Exchange Shares, as the
case may be; (ii) the term «Ppurchaser” shall mean the recipient of Exchange Shares and its successors
and assigns; (iii) the term “Subject Company” shall mean the issuer of Exchange Shares and its
successors and assigns; (iv) the term “Common Stock’ shall mean the Time Common Stock or the WCI
Common Stock, as the case may be, and, in each case, shall include any other securities issued or
exchanged with respect to such shares as a result of one or more recapitalizations, reclassifications,
mergers, consolidations or the like; (v) the term “Securities Act” shall mean the Securities Act of 1933,
as amended; (vi) the term “Exchange Act” shall mean the Securities Exchange Act of 1934, as
amended; (vii) the terms “affiliate” and “associate” shall have the respective meanings ascribed to such
terms in Rule 12b-2 promulgated under the Exchange Act; (viii) the term “business day” shall mean
any day other than a Saturday or Sunday or other day on which banks are authorized to close in The
City of New York; and (ix) the term “Person” shall mean any corporation, partnership, individual,
trust, unincorporated association or other entity or Group (within the meaning of Section 13(d)(3) of
the Exchange Act). References in this Agreement to a party shall mean such party and its successors
and assigns.

2. Conditions to Closing. The obligation of each Subject Company to issue its Exchange Shares to a
Purchaser hereunder is subject to the conditions, which (other than the conditions described in clauses
(i) and (iii) below) may be waived by such Subject Company in its sole discretion, that (i) all waiting
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7. Restrictions on Transfer; Right of First Refusal.

(a) Restrictions on Transfer. Subject to Section 10, prior to the Expiration Date, neither party
shall, directly or indirectly, by operation of law or otherwise, sell, assign, pledge or otherwise dispose of
or transfer any Restricted Shares beneficially owned by such party, other than (i) pursuant to Section 4,
(ii) pursuant to the Merger Agreement or (iii) in accordance with Section 7(b), 7(c) or 8.

(b) Right of First Refusal. If at any time following the termination of the Merger Agreement a
party (the “Seller”) shall propose to sell any Restricted Shares beneficially owned by it (other than as
permitted by Section 7(c)), it shall, by written notice (an “Offer Notice”) to the issuer of such shares
(the “Issuer™), give the Issuer the opportunity to purchase such shares for cash at a price (the
“Purchase Price”) equal to the product of (i) the number of such shares proposed to be sold and (ii) the
Fair Market Value (as defined below) of such shares. The Issuer (and/or any Person designated by the
Issuer) shall have the right, exercisable by written notice (the “Purchase Notice™) delivered to the
Seller within ten business days (or, if a Relevant Offer (as defined below) is then outstanding, five
business days; such ten or five business day period being referred to herein as the “Decision Period™)
after receipt of the Offer Notice, to agree irrevocably to purchase for cash all or any portion of the
shares specified in the Offer Notice (the “Subject Shares™). If the Issuer and/or such designee exercises
its right of first refusal pursuant to the preceding sentence (the “First Refusal Right”), the closing of the
purchase of the Subject Shares shall occur at the principal executive offices of the Issuer or its counsel
at any reasonable date and time designated by the Issuer and/or such designee in its Purchase Notice
within 20 business days after delivery of the Purchase Notice and payment for such shares to be
purchased shall be made by delivery at the time of such closing of the Purchase Price in immediately
available funds, provided that if a tender or exchange offer for more than 50% of the outstanding
Common Stock of such Issuer (a “Relevant Offer”), is outstanding at the time of delivery of the
Purchase Notice, such closing shall take place following the exercise by the Issuer and/or its designee of
its First Refusal Right on the earlier to occur of (A) the third business day following the delivery of the
Purchase Notice or (B) 24 hours prior to the then scheduled expiration date of such Relevant Offer. If
the Issuer or such designee has not exercised its First Refusal Right prior to the expiration of the
Decision Period, the Seller shall have the right during the 45 days immediately following the expiration
of the Decision Period to consummate the sale of the Subject Shares at a per share price at least equal
to the lowest Closing Sale Price (as defined below) of shares of Common Stock of the Issuer during the
period commencing with the delivery of the Offer Notice and ending on the date such sale is
consummated; provided, that if such salc is not consummated within such 45-day period, the provisions
of this Section 7(b) shall again be applicable to any such proposed sale. For purposes of this Section
7(b) and Section 8, the term “Fair Market Value” shall mean the average during the ten trading days
immediately prior to the day on which (x) the Seller gives an Offer Notice (for purposes of this Section
7(b)), or (y) a Designated Holder (as defined below) gives a Registration Notice (for purposes of
Section 8), of the daily closing sale price (regular way) of the shares of Common Stock of such Issuer as
reported on the New York Stock Exchange—Composite Transaction Tape, or any successor thereto on
which sales of such shares are reported, or, if such shares are no longer traded on the New York Stock
Exchange, as reported on the principal national securities exchange on which such shares are listed or
admitted to trading, or, if such shares are not listed or admitted to trading on any national securities
exchange, as reported by the National Association of Securities Dealers, Inc. through NASDAQ or a
similar organization if NASDAQ is no longer reporting such information (the *“Closing Sale Price”).
Notwithstanding the foregoing, for purposes of this Section 7(b), if a Relevant Offer is outstanding, the
Fair Market Value of the Subject Shares shall equal the higher of (I) the highest price per share being
offered pursuant to such Relevant Offer as of the date the Purchase Notice is given or (II) the Fair
Market Value of such shares determined in accordance with the preceding sentence. If at the time of
the purchase of any Subject Shares by an Issuer pursuant to this Section 7(b) a Relevant Offer is
outstanding, then the Issuer shall from time to time promptly pay to the Seller such additional amou nts,
if any, so that the consideration received by the Seller with respect to each Subject Share shall equal the
highest price paid for a share of Common Stock of the Issuer pursuant to such Relevant Offer, or
pursuant to any other tender or exchange offer outstanding at any time the Relevant Offer is
outstanding, provided such other offer is for more than 50% of the outstanding Common Stock of such
Issuer. . {
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(c) Permitted Sales. Following the termination of the Merger Agreement, a party shall be permitted
to sell any Restricted Shares beneficially owned by it without complying with the restrictions contained
in Section 7(b) if such sale is made pursuant to a tender or exchange offer that has been approved or
recommended, or otherwise determined to be fair and in the best interests of such Issuer’s stockholders,
by a majority of the members of the Board of Directors of such Issuer (which majority shall include a
majority of directors who were directors prior to the announcement of such tender or exchange offer).

8. Registration Rights. Following the termination of the Merger Agreement, each party hereto (a
“Designated Holder”) may by written notice (the “Registration Notice”) to the other party (the
“Registrant”) request the Registrant to register under the Securities Act all or any part of the
Restricted Shares beneficially owned by such Designated Holder (the “Registrable Securities”)
pursuant to a bona fide firm commitment underwritten public offering in which the Designated Holder
and the underwriters shall effect as wide a distribution of such Registrable Securities as is reasonably
practicable and shall use their best efforts to prevent any Person (including any Group) and its affiliates
from purchasing through such offering Restricted Shares representing more than 1% of the outstanding
shares of Common Stock of the Registrant on a fully diluted basis (a “Permitted Offering”). The
Registration Notice shall include a certificate executed by the Designated Holder and its proposed
managing underwriter, which underwriter shall be an investment banking firm of nationally recognized
standing (the “Manager”), stating that (i) they have a good faith intention to commence promptly a
Permitted Offering and (ii) the Manager in good faith believes that, based on the then prevailing
market conditions, it will be able to sell the Registrable Securities at a per share price equal to at least
80% of the Fair Market Value of such shares. The Registrant (and/or any Person designated by the
Registrant) shall thereupon have the option, exercisable by written notice delivered to the Designated
Holder within 10 business days after receipt of the Registration Notice, irrevocably to agree to purchase
all or any part of the Registrable Securities for cash at a price (the “Option Price™) equal to the product
of (i) the number of Registrable Securities and (ii) the Fair Market Value of such shares. Any such
purchase of Registrable Securities by the Registrant hereunder shall take place at a closing to be held at
the principal executive offices of the Registrant or its counsel at any reasonable date and time
designated by the Registrant and/or such designee in such notice within 20 business days after delivery
of such notice. Any payment for the shares to be purchased shall be made by delivery at the time of
such closing of the Option Price in immediately available funds.

If the Registrant does not elect to exercise its option pursuant to this Section 8 with respect to all
Registrable Securities, it shall use its best efforts to effect, as promptly as practicable, the registration
under the Securities Act of the unpurchased Registrable Securities; provided, however, that (i) neither
party shall be entitled to more than an aggregate of two effective registration statements hereunder and
(i) the Registrant will not be required to file any such registration statement during any period of time
(not to exceed 40 days after such request in the case of clause (A) below or 90 days in the case of
clauses (B) and (C) below) when (A) the Registrant is in possession of material non-public information
which it reasonably believes would be detrimental to be disclosed at such time and, in the written
opinion of counsel to such Registrant, such information would have to be disclosed if a registration
statement were filed at that time; (B) such Registrant is required under the Securities Act to include
audited financial statements for any period in such registration statement and such financial statements
are not yet available for inclusion in such registration statement; or (C) such Registrant determines, in
its reasonable judgment, that such registration would interfere with any financing, acquisition or other
material transaction involving the Registrant or any of its affiliates. If consummation of the sale of any
Registerable Securities pursuant to a registration hereunder does not occur within 120 days after the
filing with the Securities and Exchange Commission of the initial registration statement, the provisions
of this Section 8 shall again be applicable to any proposed registration; provided, however, that neither
party shall be entitled to request more than two registrations pursuant to this Section 8. The Registrant
shall use its reasonable best efforts to cause any Registrable Securities registered pursuant to this
Section 8 to be qualified for sale under the securities or Blue-Sky laws of such jurisdictions as the
Designated Holder may reasonably request and shall continue such registration or qualification in effect
in such jurisdiction; provided, however, that the Registrant shall not be required to qualify t6 do
business in, or consent to general service of process in, any jurisdiction by reason of this provision.
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The registration rights set forth in this Section 8 are subject to the condition that the Designated
Holder shall provide the Registrant with such information with respect to such holder’s Registrable
Securities, the plans for the distribution thereof, and such other information with respect to such holder
as, in the reasonable judgment of counsel for the Registrant, is necessary to enable the Registrant to
include in such registration statement all material facts required to be disclosed with respect to a

registration hereunder.

A registration effected under this Section 8 shall be effected at the Registrant’s expense, except for
underwriting discounts and commissions and the fees and the expenses of counsel to the Designated
Holder, and the Registrant shall provide to the underwriters such documentation (including certificates,
opinions of counsel and “comfort” letters from auditors) as are customary in connection with
underwritten public offerings as such underwriters may reasonably require. In connection with any such
registration, the parties agree (i) to indemnify each other and the underwriters in the customary manner
and (ii) to enter into an underwriting agreement in form and substance customary to transactions of this

type with the Manager and the other underwriters participating in such offering.

9. Restrictive Legends. Each certificate representing Exchange Shares issued to a Purchaser
hereunder shall include a legend in substantially the following form:

THE SECURITIES REPRESENTED BY THIS CERTIFICATE HAVE NOT BEEN
REGISTERED UNDER THE SECURITIES ACT OF 1933, AS AMENDED, AND MAY BE
REOFFERED OR SOLD ONLY IF SO REGISTERED OR IF AN EXEMPTION FROM
SUCH REGISTRATION IS AVAILABLE. SUCH SECURITIES ARE ALSO SUBJECT TO
ADDITIONAL RESTRICTIONS ON TRANSFER AS SET FORTH IN THE SHARE
EXCHANGE AGREEMENT, DATED AS OF MARCH 3, 1989, A COPY OF WHICH MAY
BE OBTAINED FROM [SUBJECT COMPANY].

10. Relief From Obligations Following Willful Breach. Notwithstanding anything to the contrary
contained in this Agreement, if the Merger Agreement is terminated as the result of a willful breach by
a party (or, with respect to Time, by T-Sub) of any of its representations, warranties, covenants or
agreements set forth in the Merger Agreement, the other party shall not be subject to the restrictions
and obligations otherwise imposed upon it pursuant to Sections 5, 6 and 7 (other than in its capacity as
an Issuer under Section 7(b)) of this Agreement.

11. Binding Effect; No Assignment. This Agreement shall be binding upon and inure to the benefit
of the parties hereto and their respective successors, and permitted assigns. Except as expressly
provided for in this Agreement, neither this Agreement nor the rights or the obligations of any party
hereto are assignable, except by operation of law, or with the written consent of the other party.
Nothing contained in this Agreement, express or implied, is intended to confer upon any person other
than the parties hereto and their respective permitted assigns any rights or remedies of any nature
whatsoever by reason of this Agreement. Any Restricted Shares sold by a party in compliance with the
provisions of Section 7 or Section 8 shall, upon consummation of such sale, be free of the restrictions
imposed with respect to such shares by this Agreement, unless and until such party shall repurchase or
otherwise become the beneficial owner of such shares, and any transferee of such shares shall not be
entitled to the rights of such party. Certificates representing shares sold in a registered public offering

pursuant to Section 8 shall not be required to bear the legend set forth in Section 9.

12. Specific Performance. The parties recognize and agree that if for any reason the other fails to
issue any Exchange Shares required to be issued hereunder or if any of the other provisions of this
Agreement are not performed in accordance with their specific terms or are otherwise breached,
immediate and irreparable harm or injury would be caused for which money damages would not be an
adequate remedy. Accordingly, each party agrees that, in addition to other remedies, the parties shall
be entitled to an injunction restraining any violation or threatened violation of the provisions of this
Agreement or to specific performance or other equitable relief to enforce the provisions of this
Agreement. In the event that any action should be brought in equity to enforce the provisions of this
Agreement, no party will allege, and each party hereby waives the defense, that there is adequate
remedy at law. - |
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13. Entire Agreement. This Agreement and the Merger Agreement (including the exhibits and
schedules thereto) constitute the entire agreement among the parties with respect to the subject matter
hereof and supersede all other prior agreements (including the Agreement between WCI and Time
dated as of April 22, 1988) and understandings, both written and oral, among the parties or any of them
with respect to the subject matter hereof.

14. Further Assurances. Each party will execute and deliver all such further documents and
instruments and take all such further action as may be necessary in order to consummate the
transactions contemplated hereby.

15. Validity. The invalidity or unenforceability of any provision of this Agreement shall not affect
the validity or enforceability of the other provisions of this Agreement, which shall remain in full force
and effect. In the event any court or other competent authority holds any provision of this Agreement
to be null, void or unenforceable, the parties hereto shall negotiate in good faith the execution and
delivery of an amendment to this Agreement in order, as nearly as possible, to effectuate, to the extent
permitted by law, the intent of the parties hereto with respect to such provision. Each party agrees that,
should any court or other competent authority hold any provision of this Agreement or part hereof to
be null, void or unenforceable, or order any party to take any action inconsistent herewith, or not to
take any action required herein, the other party shall not be entitled to specific performance of such
provision or part hereof or to any other remedy, including but not limited to money damages, for
breach hereof or of any other provision of this Agreement or part hereof as the result of such holding
or order. :

16. Notices. Any notice or communication required or permitted hereunder shall be in writing and
either delivered personally, telegraphed or telecopied or sent by certified or registered mail, postage
prepaid, and shall be deemed to be given, dated and received when so delivered personally,
telegraphed or telecopied or, if mailed, five business days after the date of mailing to the following
address or telecopy number, or to such other address or addresses as such person may subsequently
designate by notice given hereunder:

(a) if to Time, to:

Time Incorporated

Time and Life Building
Rockefeller Center

New York, New York 10020
Telecopy No. (212) 522-1252

Attention of Vice President and
General Counsel

“with a copy to

Samuel C. Butler, Esq.
Cravath, Swaine & Moore
One Chase Manhattan Plaza
New York, New York 10005
Telecopy No. (212) 428-3700

and
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THE NEW YORK TIMES
Sunday, March 5, 1989

Time Inc. and Warner to Merge,

Creating Largest

Print and Movie Giants ;'

Are Combining to Fight
Foreign Competition

By FLOYD NORRIS
Time Inc. and Warner Communica-

tions Inc. announced yesterday that . -

they plan to merge to form the largest

Media Company

media and entertainment conglomer- , ©

ate in the world.

Time Is a major force in book pub- *
lishing and cable television, afd War-,

ner is a large producer of movies and
records that also hus a large cable tele-
visior operation The merger would
creale a company with a total stock
market value of $15.2 billion.

The combined company, to be known
as Time Warner Inc, would have a
total value of $18 billion, inciuding long-
term debt, and annual revenue of $10
billion.

. The deal would create a media giant,
making it a substantial force in both
the production and distribution of
movie knd television programming, as
| ag in magazines and book publish-

by the shgteholders of both companies
and goverhment regulatory agencies.

The chief exrcutives of the two com-
panies said ycsiuidoy that the deal
would help the United States compete
against giant European and Asian,
companies.

“Only strong American companies
will survive after the formation of a
unified European market in 1992,” said
Steven J. Ross, chairman of Warner.

" The merger, involving an exchange
* ®of stock in which no cash will change

hands, was billed as a merger of equals
in which the Time Chairman, J. Rich-
ard Munro, and the Warner Chairman,
Steven J. Ross, would share power on
an equal basis as co-chairmen and co-
chief executive officers, but in which
Time's president, N.d. Nicholas Jr.,
would eventually take tontrol

Time Warner would replace Bertels-
mann A.G., a privately held German
publisher known primarily for its book
division, as the world's largest com-
munications company in terms of reve-
nue. Bertelsmann's revenue in 1987
was placed at more than $6 bilion.

Board Member Abstains

The merger was unanimously -ap-
proved by the Time board, but there
was one _abstention on the Warner
board. A Warner official sald Herbert
Slegel, chalrman of Chris-Craft Indus-
tries and a frequent opponent.of Mr.
Ross, wae thr hetdoet \{r Sic ol oot
not be reached fur cominent.

The merger unifies two media giants
that have felt the pressure of Wall
Street's demands for performance and

have long been the subjects of takeover
rumors. The deal would create a much
larger company that would therefore

Continued on Page 38, Column 1
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AT AGLANCE

e -
Wainer
Communications
Inc.
AN doliar amounts in thousands,
sxcepl per share dats
Three months ended
Dec. 31 1988 1987
Revenues $1,195000  $1,025,000
Netincome 101,100 92,000
Eamings per share $.63 $.59
Year ended
Dec. 31 1968 1987
Revenues $4206.000  $3,404,000
Netincome 423,000 328,100
Earnings pershare  $2.65 $2.09
Main Lines of Business
Contribution to 1988 revenues
Fimed entertalnment
Recorded music ...................
Cable
Publishing
Tota! assets, Dec. 31, 1988
Long-termdebt ...........c..cocccrvenee 721,000
Book value per sha
Dec. 31,1988 ...t $8.35

Stock price, March 3, 1989
N.Y.S.E. consolldated closs ......... $45.875

Headquarters ..o
(The above figures do not inciude the
acquisition of Lorimar, which was
completed In January 1989.)

= AT A GLANCE

Time . —————
Inc.
Afl dollar amounts In thousands,
excopt per share dsta
Three months ended .

Dec. 31 1988 1987
Revenues $1,207,000  $1,138,000
Netincome 58,000 52,000
Earnings per share  $1 01 $.88
Year ended

Dec. N 1988 1987
Revenues $4,507,000  $4,193,000
Netincome 289,000 250,000
Eamings per share  $5.01 $4.18
Main Lines of Business

Contribution to 1988 revenues

Magazine publishing . 39%
Book publishing ... .. 20%
Programming 23%
Cable televiBION ........cccurrrismmesmeesenseres 18%
Total assets, Dec. 31, 1988........ $4,913,000
Long-termdebt ...........ccccccvveene 1,485,000
Book value per share,

Dec. 31,1980 ................. Y $23.97

Stock price, March 3, 1989
N.Y.S.E. consolidated cloes ....... $109.125
Stock price, 52-week nnoos. .

Employees, Dec. 31, 1988

Headquarners ................o...

Merger Unites Companies
Born in Roaring Twentie

Time Inc.

Time Inc. is the nation’s leading
magazine publisher, the owner of
Time, Lifle, Fortune, Money,
Sports lustrated and People,
whose collective circulation ex-

ceeds 17 million coples and whose
aan&s have become housechold
WO

The compahy also owns Home
Box Office, the country’s largest
pay cable television program-
ming service. Its book-publishing
ventures Include the Little, Brown
& Cowmpany and Scott, Foresman
& Company, and its Time-Life
Books unit has issued series on
subjects from history to cooking.

Founded in 1 by Hen
Robinson Luce and Briton Had-
den, two youthful Yale graduates,
the company’s first publication
was Time, a new of week
magazine that chronicled the af-
fairs of the world in a stylized
prose of inverted nouns and verbs
that came to be known as Timese.

A profile of Luce in The New
Yorker at the height of his power
chronicled the expansion of the
company with Fortune in 1930 and
Life in 1936. It was written en-
tirely in Time style and conclud-
ed: “Where it will all end, knows
God.”
Long known for a conservative
romlcll posture, and especially
or stm&mpgg of Nationalist
China, publications
began to adopt an increasingly ob-
jective approach to the news In
the 1960's.

At the same time, the company
w from its original base into a
ersified communications con-
merate, with revenues of $4.2

illion In 1987. Last fall, it agreed
to acquire 50 percent of Whittle
Communications, a publisher of
lp?cially magazines and periodi-
cals.

The company's broadcasting in-
terests include an 82 percent own-
emhi&3 of American Television
and Communications, the second
largest multiple system cable
television operator, with a total of
nearly 7 milllon subscriptions at
the end of 1987,

The com s H.BO. pro-
gramming se had nearly 16
million subscribers at the end of
1987, and its Cinemax service had
another 5.1 million subscribers.

. Warner
Communications
Warner Ccmniuzications Inc.,
born in the Hollywood of the early
1920's as Warner Brothers, today
is the largest record and televi-
sion production company in the
United States and one of the big-
gest film production companies in
the world.
1 The entertainment glant now
has two movies up for the Acad-
[emy Award for best picture,
“‘Dangerous Liaisons" and "The
|:Accidental Tourist.” It boasts the
'rock singers Madonna and Anita
Baker among the recording stars
ton |ts label. It airs 17 shows on
network lelevision, including
*Night Court,” 'Falcon Crest"
jand “Dallas.” And, as the fifth
ilargest cable television operator

. in the country, it has 1.5 million

subscribers.

" Last year, revenues reached
‘$4.2 billion, with profits of $423
million, up 30 percent from 1987.
While Wamer Communications
employs 15,000 people worldwide,
with 1ts headquarters in New
York and main offices in Los An-
geles and London, the company
was not always that large. It re-
celved a major injection in 1969
‘when National Kinney, a rental
car company founded by Steven J.
(Ross, acquired Warner Bros., and
the name was changed.
| The rental car division was sold
off, and over the years, Warner
Communications Inc,, under the
guldance of Mr. Ross, has merged
with and acquired other compa-
nies, most recently taking over
Lorimar Telepictures Corpora-
tion In January for $1.2 billion.
That acquisition made Warner
Communications the largest pro-
ducer of television shows world-
wide.

Warner Communications has
been riven with internal conflict
in recent years large_lly because of
the bid for Lorimar Telepictures.
Mr. Ross has had a running feud
with Herbert J. Siegel, the chair-
man of Chris-Craft Industries, the
company's largest shareholder.
Mr. Slegel had objected to the
Lorimar deal, saying it violated a
1984 agreement signed with War-
ner when the two companies
bought stakes in each other.
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Fecsimile coples of the Letter of Transmittal, properly completed and duly executed, will be accepted.
The Lester of Transmittal, certificates for Shares and Rights and any other required documents should be
sent or delivered by each stockholder of the Company or his broker, dealer, commercia! bank, trust company
or other nominee 10 the Depositary st one of its addresses set forth below:

The Depositary I
CITIBANK, N.A,
8By Mail: Facsimile Transmission: By Hand:
Citibank, N.A, (For Bligible Citibank, N.A. y
c/o Clticorp Data Distribution, 1ae. Institutions Only) Mergers sad Acquisidons Window
P.O. Box 1429 (201) 262-7521 111 Wall Strees
Paramus, New Jersey 07653 . 5th Floor .
New York, New York ’
L
Overnight Delivery: Confirm by Telephone: By Telex:
Cltibank, N.A. (201) 2624743 (710) 990-496¢
¢/0 Clticorp Data Distribution, Ine, (Call Collect) Answer Back: CDDI PARA

404 Sette Drive
Paramus, New Jorsey 07633

Questions and requests for assistance may be directed to the Information Agent or the Dealer Manager
8t their reapective addresses and telephone numbers listed balow. Additional coples of this Offer to Purchase,
the Latter of Transmittal and other tender offer materials may be obtsined from the Information Agent a8
set forth below, and will be famished prompely st the Purchaser’s expense. You may also contact your brokes,
dealer, commercial bank, trust company of other nomines for assistance conceming the Offer,

The Informasion Agent lo:
KISSEL DLAKHE INC.

43 Broadway
New York, New York 10004
Toll Free 1-800-554-7733
Banks and Brokerage Flrms please call:
(212) 344-6733

The Dealer Manager is:
MORGAN gTAl‘\LLE Y & CO.

corpora
1251 Avenus of the Americas
New York, New York 10020
Call Toll Free 1-800-223-2440 ext. 7930
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SCHEDULE 11

TRANSACTIONS IN SHARES DURING THE PAST SIXTY DAYS
BY CERTAIN DIRECTORS AND EXECUTIVE OFFICERS ‘
This Schedule sets forth information with respect to transactions g Shares during the past sixty days
by certain direotors and exccutve officers of Parent.
The transactions listed on this Schedule were effected by Great Pacific Capital Ltd,, a company in which
The Jim Pattison Group owns an indirect §3% interest. James A, Pattison, 3 director of Parent, is Chairman

and Chief Executlve Officer of The Jim Pattison Group. All transactions Hsted below were effected on the
NYSE through s broker,

Na of Agzregats

Do Bhares Purshass Price
of Parchaged Price Por
(imelinding

April 20, 1989 ............ ey 5,000 S 114.75 S §74,000
April 20, 1989 ......... .. — 3,200 115.50 254,188
April 20,1989 ........... . 1,000 118,375 115,415
Apm 20. tg" ----------- (AEEK] m lls.zs 57.“5
April 20, 1999 ... ...... e 300 115,125 . 57,582.50
April 20, 1989 . ........ Ve e ens 800 113 92,032
April 21,1989 ....... Visaes B, 5,000 116 380,250
April 24, 1980 . . ........ i (3,000) 117.52 387,855.39
Am zsl 19l9 '''' LN NN LN | m 117‘315 ’..707'”
April 25, 1989 .....0.0vvinnss,s 300 ' 117.50 58,770
April 23, 1989 ......... SBIIDT (1,000) 118.04 118,081.06
April 26, 1989 . 0oiiiiinnnininn (10,000) 116.40 1,164,461.16

$3
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:‘f' P;m_llt. Chief Administrative Officer of Parent since Dacem.
981,
James A Pattison ,........ «vevreee. Director of Parent since March 1988, Chairman and Chief
The Jim Partison Group Executive Officer of The Jim Pattison Group.
1033 West Hasings Street
Suite 1600
Vancouver, British Columbia
V6E 2H2 Canada
Lester Pollack ........,............ Director of Parent since Docomber 1985; General Partner, Lazard
oc:m P‘“':ﬁﬂ Plea mi& Co.; Chief Exacutive Officer of Centre Partn;n since
Rockefaller 98 ¢ thereto, General Partner of Od artners,
New York, New York 10020 oo e
rwin Schloss ........... seveasessss Director of Parent, President of Marcus Schioss & Co., Inc.,
Marcus Schioss & Co,, Inc. seourities brokers, -
1 Whitehall Street
New York, New York 10004
Samuel J. Silbermant ......,,,......, Director of Parent, Chairman of Paramount Communications
Paramount Communications Foundation (formerly nemed Gulf + Western Foundation)
Foundaton since April 1985; prior thereto, President of Paramount Commu-
133 Esst T9%th Street nications Foundation.
New York, New York 10021
Heary A. Walker................... Director of Parcat, Consulting Chairman of Amfac, Inc. since
Anfac, Inc. November 1948; prior thereto, Chairman of Amfac, Inc.
700 Blshop Street
Honolulu, Hawuii 96801
Weisaman ., ..., Nih ok Director of Parent; Retired Chairman and Director Emeritus of
P ; Morris Companies Ine. Philip Morris Companies Ine. since May 1987; Chairman of the
120 Park Avenue Executive Committee of Philip Morris Companies Inc. from
New York, New York 10017 Angust 1984 untll May 1987, Chairman and Chief Executive
Officer of Philip Morrls Companies Inc. umil August 1984,
Michael S. Hope ............... v+++ Exccutive Vice President, Planning and Operations of Parent since
November 1987; prioc therets, Executive Vice President and
) , Chief Finaneinl Officer of Parent.
Ronald L. Nelson ........,......... Senloe Vice President and Chief’ Financial Officer of Parent since

November 1987; Esecutive Vice President of Gulf + Western
Eatertainment from July 1986 untl) November 1987; President
of Paramount Network Television Productions and Video
Distributions from March 1983 until July 1986; Executive Vice
Prosident of Paramount Network Group untll March 1988,

Lawrence B. Levinson .............. Senlor Vice President, Government Relations of Parent since
Paramount Communications Ino. November 1986; prior thereto, Executive Vice President of
égaEnSMN.W. Pareat.

1228
Washington, D.C. 20006
Bugene L Meyers .................. Senlor Vice President and Senior Tax Counse] of Parent.
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SCHEDULE1

DIRECTORS AND EXECUTIVE OFFICERS OF THE PURCHASER

The following table sets forth the name and position with the Purchaser of each director and exccutive
officer of the Purchaser. The business address and present principal cceupation or employment of cach person

is sot forth under Directors and Executive Officers of Parent below. Bach person listed below is a citizen of
the United States.

Name Fesiton

Michael S. Hope ..........0ovevnnnninn.. Direstor and President
Ronald L. Nelson. ....... ressenicvenees. Director, Vies President and Treasurer
L:ml.hvlnm Vice President

DIRECTORS AND EXECUTIVE OFFICERS OF PARENT

The following table sets forth the name, business sddress aad current principal occupation or employment
of the directors and executive officers of Parent. Unless otherwise indicated, all occupations, offices or positions
of employment listed opposite an Individuals nams were held by such individual in the course of the last
five years. Each Individual lsted below Is a citizen of the United States except for Franz J. Lutolf who is a
citizen of Switzerland and James A, Pattison who is g citizen of Canada. Except as otherwise noted, the business R
addres of such persons is the address of Pasamount Communications Inc., 15 Columbus Circle, New York,
New York 10023.7780. '

— ' mmﬂmmum

Martin 8. Davis .......... reserveeee. Director, Chairman of the Board and Chief Executive Officer of N
Grace J. Fippinger ,........ veseone. Director of Parent, Vice President, Secretary and Treasurer of

335 Madison Avenye
New York, New York 10017

Irving R. Fischer.....0vuveyuinnss, Dimmrof?thbﬂmmuddiMBsmdw%rofﬂkﬂ
HRH Conmruction Corporation Construction Corporation,
909 Third Avenye
New York, New York 10022
Juddc.Ldlhton................... Di:md?mgﬁhnmathch:ddﬂmrmmmehnk
First Interstate Bank of ofNurthu'u!ndhm.N.A.ofloulh&nd.Chdmmdmc
Northern Indiana, N.A. Board of Benicin Industries, Tne., an opemator of a decp water
112 West Jeflerson Bivd, poet, through 1987.
Suite 603 ,
South Bend, Indians 46601
JOH‘“u“m-lnuvlhtvoiuovltivl. mam‘m:ﬁl !’”.Mﬂ“ﬂfﬂ"mor
Peanzoil Company Pennzoil Company, Chief Executive Officer of Peanzoil Com-
Pennzoll Place pany through March 1988,
P.O. Box 2967
Houston, Texas 77250
m’-m '-|l'|l|ootlot||-|'q md’mmm*!’.’,m‘mwmd
Swim Bank Corporation member of the Exacutive Board of Bwiss Bank Corporation
Acschenplatz 6 through 1988,
CH Bagle,
Switzerland
Jumes A. Nicholas, MD. ........... Director of Parent, arthopedic surgeon,
130 East 77th Strest

New York, New York 10021
8.1



In sny jurisdiction where the securities, blue sky or other laws require the Offer to be made by a licensed
mkuum.mmmumquand&.mmwmaDm«me
or ane or more registcred brokers or dealers that are licansed under the laws of such jurlsdiction.

Farent and the Purchaser have filed with the Commission the Scheduls 14D-1, together with exhibits,
pursuant €0 Rule 14d-3 of the Genera! Rules and Regulations under the Exchange Act, furnishing certain
additional Information with respect to the Offer, and may filc amendments thereio, Such Schedule 14D-1 and
any amendments thereto, including exhibits, may be examined and copies may be obtained from the office
of the Commitsion in the same manner ss desaribed in Section 8 with respect 10 nfsrmation concerning the
Company, except that they will not be available at the regional offices of the Commission.

. Nopu-mhuhmmhommglwmyinfomﬁonortomnamrepmﬁoanhh”*tht
Purehuuorhmunmmldnedhtthﬂ‘enothu,htheldhroanmMmifnquiM. the
Letter of Traasmittal Supplement and, If given or made, any such information ar repressatation must not
hnﬂdumuhﬂﬂ;bmwthnrlud.N&thﬂlhoddivmdtMO&rhhmhmmvuypunhm
pussuaat to the Offer, shall, under any circumstances, creats any implication that there has been no ahange
hmm#rmt.mermmortheCmpmﬁmmdm as of which lnformation is furnished
or the date hereof. '

KDS Acquuition Conp,
June 7, 1989
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' of the target company for purposes of Regulation G because the purchasers of the debt securitiss could not
in good faith lend without reliance on the margin stock as collateral. The Feders] Reserve Board stated that
this presumption would not apply if, among other things, there is a merger agresnient between the asquiring

I and target companies enterad into at the time the commitment is made to purchase the debt securities or in
any event before the funds are advanced.

The fAnancing arrangements described in Section 12 are intended to comply with the Margin Credit
I Regulations. The Commitment Letter from Citibank states that the financing arrangements will not be directly

or indirectly secured by the Shares prior to the Proposed Merger. A challenge to such financing arrangements
alleging a violation of the Margin Credit Regulations, if adversely determined, could have ax adverse effect
. on the Purchaser's ability to obtain funding sufficient to enable it to consummate the Offer as currently
I contemplated. See Section 14

17. Cortaln Fees and Expenses, Morgan Stanley & Co. Incorporated ("Morgan Stanley™) is acting
a3 Dealer Manager in connection with the Offer and I8 providing finsacial advisory services t0 Parent and
l the Purchaser In connection with the acquisition of the Campany. Parent has agreed to pay Morgan Stanley
& 32,300,000 advisory fee, $1,000,000 of which has been paid and the balance of which is payable a5 a result
of the commencement of the Offer. Parent has also agreed to psy Morgan Stanley a transaction fee upon the s
l conclusion of a transaction resulting in the ownership of more than 50% of the Company's voting stock by
Parent, against which the advisory fee will de credited, in the amount of 0.200% of the aggregate value of
the transaction. Aggregate value of the transaction equals the value of the consideration paid per Share times

a3

the total number of fully diluted Shares, excluding any Shares issued in connection with a “lock-up”

I arrangement. The transaction fee would become payable upon the purchase of at least the Minimum Number
of Shares pursuant to the Offer. .

Parent has also agreed that if at any time during the engagamant of Morgan $tanley or within two years

I following the termination or completion of its engagement, Parent decides to recapitalize, spin off, sell or

otherwise dispose of any Interest in the asaets, business or securities of the Company, Parent will retain Morgan
Stanley as financial advisor in executing such transactions, upon terms and conditions, inoluding compensation,
mutually acceptable to Parent and Morgan Stanley. In the svent that the aoquisition of the Company is
completed, Parent hus agread that Morgan Stanley will manage certain other financing sctivities and be paid
fees in line with marketplace fees for like underwriting arrangements. The Purchaser has also agreed to
reimburse Morgan Stanley for its cutcof-pocket expanses, including the fess and expenses of its counsel, in
connection with the Offer, and has agreed to indemnify Morgan Stanley against certain lisbilities and expenses
in cannection with its engagement, Inoluding liabilities under the federal securities laws,

Kisse!-Blake Inc. has deen retained by the Purchaser as Information Agent in connection with the Offer,

* The Information Agent may contact holders of Shares by mail, telephone, teles, telegraph and personal

| . Interview and may tequest brokers, deslers and other nominee stockhalders to forward material relating to

’ the Offer to beneficial owners. Customary compensation will be paid for such services in addition to

I o reimbursement of reasonable out-of-pocket expenses. The Purchaser has agreed to indemnify the Information
e Agent against certain lisbilities and expenses, including Liabilitiss under the federal securities laws.

In addition, Cltibank, N.A. has been retained as the Depositary, The Depositary will receive reasonable
. and customary compensation for its ssrvices in conneation with the Offer, will be relmbursed for its reasonable
4 out-af-pocket expenses snd will be indemanified against certain llabilities and expenses in connection therewith,

Tbe Purchaser will not pay any fees or commissions t¢ any broker, desler or other person (other than
the Dealer Manager) for soliciting tenders of Shares pursuant to the Offer. Brokers, dealers, commercial banks
and trust companies and other nominees will, upon request, be reimbursed by the Purchaser for customary
clerical and mailing expenses incurred by them in forwarding materials to their customers.

18, Miscellaneous, The Offer is being made to all holders of Shares. The Purchaser is not aware of
any jurisdiction whese the making of the Offer is prohibited by sdministrative or judicial action pursuant to
& valid statute. If the Purchaser becomes aware of any valid statute prohibiting the making of the Offer, the
Purchaser will make a reasonable good faith effort to comply with such statute. If, after such reasonable good
faith effort, the Purchaser cannot comply with such statute, the Offer will not be made to nor will tenders
be accepted from or on behalf of the holders of Shares in such jurisdiction.
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the exact nature of the Company's interests in France, but intands to file notice of its sequisition of Shares
and seck the approval of the French Minister of Financs, if required.

Australia,  According to the Company’s 10-K, the Company conducts business in Avetralia. The
Australian Foreign Takeovers Act, 1975 (the “Australian Act™) provides that prior notica must be glven to
the Australian Treasurer where an intended transaction will result in s foreign corporation acquiring a direct
or indirect substantial shareholding in an Australian corporation. The Australisn Act also provides that where
the Australian business has, among other things, gross sssets of Australian §3 millioa or mere, the Australian
Treasuter is empowered by the Australian Act to prohibit that transaction of order a divestiture if the
transaction is considered t0 be contrary to the Australian national interest. The Australlan Government has
announced that the limit of Australian $3 million is intended to be incressed to Australian $20 million, but,
to the knowledge of the Purchaser, the legislative change has not yet been made. The Australian Government
has stated that proposals that would be affectsd by the proposed change which are submitted prior to the
change becoming effective will be treated in anticipation of the change. Among others who may be consulted
by the Australian Treasurer when he recsives such notice and examines a proposal is the Trade Practices
Commission which i concerned with mattars of competition policy in Australia. The Purchascr is not aware
of the exact nature of ar the amoust of assets involved in the Company's interssts in Australis, but intends
t0 give any required notice 10 the Australlan Treasurer.

Foreign Media Control Siatuses. The laws of several countries cither restrict or regulate foreign
investment in or ownership of mass media enterprises, These laws gencrally prohibit psrsons forcign to such
countries from having any ownership interest in newapapers, tclcvision or radio stations. Based on an
examination of publicly available information, the Purchaser Is not aware of any mass media enterprises being
conducted by the Company or any of its subsidiaries in such foreign countries, In the cvent that one or more"
foreign laws governing investment in or ownership of mass media enterprises is applicable to the Offer, the
Purchaser intends to seek such approvals, consents, liccnsca or regulatory permits =5 may be necessary or
;:pmprinte. But no sssurance can be given that such approvals, conscats, Alings or regulatory permits will

obtsined,

Orther Foreign Approvals According to the Company's 10-K, the Company also owns property and
econducts business in a numbar of other forcign countries and jurisdictions. In connection with the acquisition
of the Shares pussuant to the Offer, the laws of certain of those foreign countries and jurisdictions may require
the filing of Information with, or the obtaining of the approval of, governmental authorities in such countries
and jurisdiotions. The governments in such countries and jurisdictions might attempt 1o impose additional
eonditions on the Company's operations conducted in such couniries and juriedictions as a result of the
acquisition of the Bhares pursusnt to the Offer or the Proposed Merger. There can be no assurance that the
Purchaser will be able 10 cause the Company or its subsidiaries to satlsfy or comply with such laws or that
sompliance o non-compliance will not have adverse consequences for the Company of any subsidiary after
purchase of the Sharcs pursuant to the Offer or the Proposed Merger.

Margin Regulations Feders! Reservs Board Regulstions G, T, U and X (the "Margin Credit
Rogulations™) restrict the extension or matnzenance of ctedit for the purpose of buying or carrying margin
stook, including the Shares, if the credit is sscured directly or indirectly by margin stock. Such secured credit
may not be extended or maintained in an amount that excesds the maximum losn value of the margin stock.
Under the Margin Credit Regulations the maximum loan value of the Shares is 50% of their current market
value. Such secured credit may not be extended or maintained in an smount that ¢xceeds the masimum loan
valng of the macgin stock. The Shares ate presently margin stock under the Margin Credit Regulations.

The definition of “indirectly secured” contained in the Margin Credit Regulations provides that the term
does not include an arrangement with a customer if the lender, in good faith, has not relied upon margin
stock as collateral in extending or muintaining the particular credit.

fn January 1986, the Federal Resarve Board issued an interpretative rule relating to the applicability
of the Margin Credit Regulations 10 debr securities issucd by companies without significant assets or operating
historica in order to finance the acqulsition of margin stock of a targst company. The Federal Reserve Board
stated its view that such debt securities are generally presumed to be indirectly secured by the margin stock
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corporate transactions, such as the acquisition of a large perceatage of the stock of & publie company which
has Canadian operations, or & merger of consolidation involving such en entity, Pre-notification is generally
required with respect to transactions in which the parties to the transactions and thelr affiliates have assets
in Canada, or annual gross revenuas from sales in, from or into Canada, in excess of Cdn. $400 million and
which involve the direct or indirect asquisition of an operating business, the velue of the assets of which, or
the gross revenues from sales in or from Canads generated from these assets, exoeed Cdn. $35 million per
yesr (or in the case of an amalgamation of two or more opersting businessss, the assets of the eatity resulting
from such amalgamation or consolidation or the entities controlled by such entity exceed Cdn. §70 million
per year). If a tramsaction is subjest to the notification requirements, notice must be given scven or 21 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 oxpires or is waived,
the transaction may be completed, If the Canadian Dircctor detcrmines that the transaction would have the
likely offast of Jessening or preventing competition in a definable market, the Canadian Disector may apply
to the Competition Tribunal, a apecial purpose Canadian tribunal, to, among other things, require the
disposition of the Canadian amcts acquired in such transaction, The Purchaser intends to file say required
notice with respect to its proposed scquisition with the Canadian Director snd, to the extent necessary, observe
the applicablc waiting period or apply to the Canadian Director for & certificate to the effect that the Offer
or Proposed Merger is ezempted.

United Kingdom. According to the Company's 10.K, the Company conducts business in the United
Kingdom. The Purchaser understands that an acquisition of the Compsny may come within the provisions
of the United Kingdom Fair Trading Act of 1973 and may be studied by the Office of Fair Trading to establish
whether the Director General of Fair Trading should recommend to the Secretary of State for Trade and
Industry that he refer the proposed acquisition to the Monopolies and Mergers Commission which, in such
event, would be required to detarmine whether the proposed acquisition “operates, or may be expected to
operate, against the public interest.” The Secretary of State for Trade and Industry has statutory power to
order, among other things, a disinvestment if' the Monopolies and Mergers Commission reports unfavorably
on an acquisition.

Federal Republic of Germany.  According to the Company’s 10-K, the Company conducts business in
the Federal Republic of Germany. The Act Against Restraints of Competition of the Federal Republic of
Germany (the “GWB Act™) provides for notice of certain intended transactions deemed to be mergers to be
filed with the German Cartel Office (the “Cartel Office™). Pursuant to the GWB Act, the Cartel Office may
issue & prohibition order with respect to any merger of the Company’s business operations in the Federal
Republic of Germany with those of the Purchaser or any of its affiliates, if the Cartel Office determines that
a market-dominating position in the Federal Republic of Germany would be created or strengthened as a
result of such merger, unless the enterprises involved prove that such a merger would also lead to improvements
in competitive conditions that would outweigh the disadvantages of market domination. The Cartel Office
could order any appropriate remedies designed to eliminate or restrict any anticompetitive effects in the Federal
Republic of Germany resulting from such a merger. The Purchaser is not aware of the exact nature of the
Company's interests in the Federal Republic of Germany. but intends to give any notice to the Cartel Office
which may be required.

France. According to the Company'’s 10K, the Company conducts business in France. Pursuant to
French Law No. 66-1008 of Decamber 28, 1966, as amended, and Decree No. 67-78 of Jaauary 27, 1967,
any transfer of foreign ownership of an entity doing business in France is subject to the prior approval of
the French Minister of Finance. In addition, pursuant to Freach Ordinance No. 86-1243 of December 1, 1986,
and implementing decress, business concentrations involving enterprises that (a) had sales, purchases or other
transactions concemning feplaceable goods, products or services during the calendar year proceding the
concentration that in the aggregate exceeded 25% of the total sales, purchases or other transactions on the
French market of such goods, products or services or of a substantial portion of such market or (b) had a
tumover (exchuding value added tax) that aggregated more than FF. 7 billion during the calendar year
preceding the concentration, provided that st least two of the enterprises that sre parties 10 the concentration
bad a turnover of at least FF. 2 tillion on the French market, are subject 10 some control by the French
government when they are likely to affect competition, unless the economic and social benefit resulting from
such concentration is found to compensate for the restraint on competition. The Purchaser Is not aware of
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Similarly, in Tyson Foods, Inc. v, McReynolds, a Federal district court in Teanessee ruled that four Tennessee
wakeover statutes are unconstitutional as applied to corporations incorporatad outside Tennegsee. This decision
was afirmed by the United States Court of Appeals for the Sixth Creuit. In December 1988, 8 Federal district
court in Florids held in Grand Metropolitan PLC v, The Pillsbury Co. that the provisions of the Florida
Affiliated Transactions Act and the Florida Control Share Acquisition Act were unconstitutional as applied
10 corporations incorporated outside of Florida,

The Purchaser has not attempted to comply with any state takeover statutes in connection with the Offer.
The Purchaser reserves the sight to challenge the valldity or applicability of any state law allegedly applicable
to the Offer and nothing in this Offer to Purchase nor auy action taken in connection herewith is intended
a8 & waiver of that right. In the event that any state takeover statute is found applicable to the Offer, the
Purchaser might be unable 10 accept for payment or purchase Shares tendered pursuant 1o the Offer or be
delayed in continuing or consummating the Offer. ln such case, the Purchaser may not be obligated to accept ¢
for purchase or pay for any Shares tendered, See Section 14,

The Offer is conditioned upon, among other things, the Purchaser being tatisfied in its sole discretion
that, after consummation of the Offer, Section 203 of the Delawsre Lsw would not prohibit for any period
of time, or impose any voting requiremants in excess of majority stockholder approval with respact to the
Propoted Merger or any other business combination involving the Company and the Purchaser (or one of
its affilintes). See the discussion of Section 203 in Section 11.

Investment Canada Act  According to the Company’s 10-K, the Company conducts certain operations
in Cansda. The Investment Canada Act (the *ICA") requires that notice of the acquisition of “control” (as
defined in the ICA) by "non-Canadians” (g8 defined in the ICA) of any “Canadian business” (as defined in
the ICA) be furnished to Investraent Canada, 8 Canadian governmental agency, and that certain of these
investments be reviewed and approved by the Minister of Regional Industrial Expansion (the “Minister™) as
an investment that is “likely to be of net benefit™ to Canada based upon criteria set forth in the ICA. All
indirect acquisitions of Canadian businesses with assets of Cdn, $30 million or more, or with assets between
Cdn, $5 million and Cdn. 530 million if more than 0% of all assets acquired in the transaction are Canadian,
would require review and approval by the Minister. An indirect sequisition is the acquisition of control of
a Canadian business through the scquisition of control of lts parent outside Canada. The recently ratified
U.S.-Canada Free Trade Agreement raises the threshold for review of indirect acquisitions of Canadian
businesses by U.S, investors (which would include the Purchaser) to Cdn. $100 million, Under the ICA, the
acquisition of more than a majority of the voting shares is deemed to be an acquisition of control.

The scquisition of Shares by the Purchaser pursuant to the Offer may constitute an acquisition of &
“Canadian business” within the meaning of the 1CA. In such event, if, within a certain specified period of
time provided in the ICA, the Minister was not satisfied that the acquisition was likely to be of “net benefit™
lO'iCN\IdI, the Purchaser could be required by the ICA to divest itself of control of the Company's Canadian
business.

The 1CA also contains provisions relating 10 the sequisition of Canadian businesses which are prescribed
16 be related to Canada's cultural heritage or national identity. The Purchaser believes that it is Hkely that
cartain of the business activities of the Company’s Canadina subsidiaries will be considered 10 be related to
Canada’s cultural beritage or national identity. In such event, the ICA provides that the Governor in Couneil
(federal Cabinet) may require the scquisition of such business ectivities to be reviewed under the ICA even
if the transaction were not otherwise reviswable under the ICA. Were this to be required, the Purchaser would
then be obliged to Sle an application for such review of such soquisition.

The Canadizn federn! government has published & policy starement with respect 10 the indirect acquisftion
of Canadian businesses which are engaged in book publishing or distribution which suates that generally such
an scquisition will be allowed provided (f) the acquisition will not significantly lessen effective competition
by Canadians in any mmdmmmmlaﬂ(u)mewqﬂmundmkeiwdm control
of the scquired business to Canadlans at a fair market price within two years. .

The Purchaser intends to file any required notlce under the ICA, including any required applications
for review as a result of the acquisition of book publishing operations of the Company, and if necessary, seck
the approval of the Minister with respect to the acquisition of Shares pursuant to the Offer.

Canadian Pre-Merger Notification Reguirements. Certain provisions of Canada's Competition Act
require pre-notification to the Director of Investigation and Research (the “Canadian Director™) of significant

39




FCC Transfer Approvals could entail, the Purchaser intends to proceed with the purchase of Shares on the
basis of the Voting Trust Approval unless, at the time at which the Offer would otherwise be consummated,
the Purchaser has any reason to believe that the FCC Transfer Approvals will not be obtained within a
reasonable time thereafter, As of the date of this Offer, the Purchaser does not know of any reason why the
FCC Transfer Approvals should not be granted in & timely fashion.

In an unrelated transastion, Parent has an option to acquire an interest in a company that owns 3
. controlling interest in saveral television broadeast stations in the Philadelphin. Washington, D.C., Houston,
Dallas and Ralelgh.Durham areas. If such acquisition is consummated, the Purchaser could be required under
the Communications Act and FOC rules relating ta cross ownership of CATV systems and brosdcast television
stations 10 agree to causa the Company 1o divest certain of the CATV systems owned by ATC, sell all or
. a portion of its voting interest in such broadcast television company of cause such company to divest its interests
in cortain television stations, The Puschaser believes that the pending approval of its acquisition of such interest .
should not result in any delay in the receipt of either the Voting Trust Approval or the FCC Transfer Approvals
and that if sequired to divest any of the cross ownerthip laterests, the Parant s Hkely to be allowed a period
of time after consummation of the Offer to complets such divestituse.

CATV System Franchisez According to the Company's 10-K, ATC owned or managed cable systems
under 767 franchises in 32 states at December 31, 1988, The Company’s 10-K further reported that ATC's N
franchises nre generally nontransferable without prior approval of the franchising suthorities, and in some
instances prohibit a change in ownership or control of ATC without such prior approval and may be terminated
prior to their expiration dates if ATC materially breaches the terms thereof. The Company’s 10-K further
states that & change in control of ATC, and in some cases, the Company, may give ATC's partners in centain
joint ventures rights to terminate the joint ventures.

In connection with the CATV systems owned or managed by ATC, or its affiliates and joint ventures,
Parent expests to maks application to each state and local franchlsing authority whoss consent Parent believes
Is necessary 1o consummats the Offer without material sdverse oonsequences. In additlon, Parent will sesk
consents from third partics under cable television joint venture agresments which the Purchaser belisves require
consent in erder to consummate the Offer without adverse consequences.

The Purchaser does not have access to the books and records of the Company, ATC, or their subildiaries
and joint ventures, and its review of the required approvals has been limited to publicly avallable information.
Ag of the date hereof, the Purchaser has not determined the extent to which franchise autharity approvals
and joint venture consents will be required as & result of the purchase of Shares pursuant to the Offer.

The obligation of the Purchaser to consummate the Offer is conditioned upon, among other things, the
Purchaser heing satisfied in its sale discretion, that all appravals, consents and franchise teansfers relating
to the programming and cable television businesses of the Company and its subsidiaries have been obtained

on termas satisfactory to the Purchaser, except for such approvals, consents and franchise transfers as are not
material in the aggregate.

mﬂuummcm-u-mmmmmmuhmmu
e mmmmmuomuumhmmunmumu«mmm
or that such consents can be obtained on terms mcesptable to Pareat or the Purchaser,

State Takeover Lawe. A number of states have adopted takeover laws which purport, to varying degrees.

X 10 be applicable to attampts to sequirs securities of corporations which are ineorporated In such states or which
have substantia] asseta, security holders, principal exscutive ofices or principal places of business therein. To
the extent that oertain provisions of these state takeover statutes purpoet to apply to the Offar, the Purchaser
balieves that such laws eonfict with federal law and comstitute an unconstitutions] barden on interstate
oommarca In 1983, the Supreme Coust of the United States, in Edgar w Mite Corporation, held that the linois
Business Takeover Aot is unconstitutional, and the ressoning in such decision is likely to spply to certain
other state takeover statutes. In 1987, however, in C7TS Corp, w Dynamics Corp. of Amavica, the Supreme
Court of the United States upheld an Indiana statuta which Hmited the rights of » potential acquirer of a
corporation organized under the laws of Indlana to vote its shares prior to obtaining approval from the
remaining stoskholders. Subsequently, in TLY dcquisition Corp. » Talex Corp., u Fedenl district court in
Oklshoms ruled that ths Oklahoma statutes are unconstitutionsl insofur as they apply to corporations
incorporated outsids Oklahoma in that they would subject such corporations o inconsistent regulations.
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“RCC Licentes™). The Communications At requires the prior appeoval of the FCC befors control over the
FOC Licenses may be transforred t0 the Purchaser pussuant to the consummation of the Offer. The Purchaser
intends to apply as promaptly as practicable for the required FCC approval for teansfer of control of such FCC
Licenses. The Communications Aot requires that the FCC find, as a prerequisite to granting its approval,
that the proposad transfers would serve the public interest, convenience and neceseity based on the applicant’s
demonstration that It possesses the requisite qualifications to operate the licensed facilities. Such approvals
are referred to herein an “FCC Trantfer Approvals,”

The FCC is authorized to approve (with or without conditions), reject o designate for evidentiary hearing
the Purchaser’s applications, The FCC s cusrently reviewing the Purchaser’s ftness to be a licensee in
connection with an unrelated teansaction, but has not previously reviewed or approved the Purchaser’s
quallfications, and no assurance can be given that all the FCC Transfer Approvals in connection with the
Offer will be granted, o if granted, that such approvals will be on terms and conditions acceptable to the
Purchaser. Conditions to approval could include requirements that the Purchaser make certain commitments
:mdln; the operation of the licensed facilities, divest cartain licensed entitics and other business activities,

in from exercising managerial and operational control of certain operations, or await other non-FCC
regulatory approvals prior to consummation. Any soch conditions might be unacceptable to the Purchaser
and eould result in the failure of a condition to the Purchuser’s obligation to consummate the Offer,

In the case of certain of the radio services, interested parties bave 30 days after the public notice of
soceptance for filing of FCC Transfer Approval applications to file petitions ta deny approval of such
spplications, and, in connection with all radio services, any person may file an informal objection at any time
prior to FCC grant of the FCC Transfer Approvals. As the Offer is being commenced without the concurrence
of the Company, the Purchaser expects that ita Voting Trust Approval and FCC Transfer Approval
applications may be opposed by the Company, by Warner and possibly by other interested parties. In light
of the procedural requirements of the Communications Aot and FCC rules and policies, there can be no
assurance that a final desision on the FCC Transfer Approvals will be reached before a substantial period
of time has elapsed.

Simultancously with its flling of the applications for FCC Transfer Approvals, the Purchaser intends to
submit to the FCC s voting trust agreement (the “Voting Trust”) which, if approved by the FCC (the “Voting
Trust Approval®), would permit, but not require, the Purchaser to consummate the Offer prior to receipt of
FCC Transfer Approvals. The Purchaser expects that the Voting Trust will provide, among other things, that
all Shares puschased pursuant to the Offer would be deposited in the Voting Trust and voted by an independent
trustee (the “Voting Trustee”) pending receipt of FCC Transfer Approvals. During such period, the operations
of the Company would be under the control, supervision and management of the Voting Trustee, and the
Purchaser and its Parent would not be permitted to communicate with the Trustee with respect to such matters,
The Voting Trustee will be obligated under the Voting Trust to take all actions, including the exercise of his
voting rights, necessary to effect the Offer or any contractual or court-imposed obligation with respect thereto,
and t0 oppose any inconsistent proposal or any proposal which would impair the preservation of the Company's
corporate assets, The Trustee could seek to remove and replace any offices, director or employee of the
Company who resigns, o who opposes, impedss or impairs the preservation of the value of the Company's
corporate assets or the effectuation of the Offer or any contractual of coust-imposed obligation with respect
thereto, the transfer of control of the Company 10 the Purchaser, or the Voting Trustee's ability to fulflll his
obligations under the Voting Trust, or who otherwise acts in a manner inconsistent with the fduciary
responuibilities of such officer, director or employee. In all other respects, ths Voting Trustee would vote the
Shares to maintain the curtent status of the present assets, management and operntions of the Company.

Receipt of the Voting Trust Approval doss not assure that the PCC Trensfer Approvals will be graated.
In the event that, following commencement of the Voting Trust, the FOC Transfer Approvals are denied,
mVﬂ;MmﬂMMF&mﬂ,(ﬁM”WW.MM‘W or within
30 days after the Purchaser and the Voting Trustee deterning that the transfer of control of the Company
will not be pursued) as to his plans for dinpmin;uhhl!h:ruinthnhondpdodpunma. Such dispoasition
by the Trustes s Jikely to require prior FCC approval.

The obligation of the Purchaser to consummate the Offer is conditioned upan, among other things, the
Purchaser being satisfied in its tole discretion that all material FOC Transfer Approvals have been cbtained
on terms satisfactory to the Purchaser. In order to avoid the delays in consummation of the Offer which the
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to such requirements. The Purchaser intends to file on June 7, 1989 with the Antitrust Division and the FTC
Notification and Report Forms in connection with the purchase of Shares pursuant to the Offer and the
Proposed Merger.
Under the provisions of the HSR Act applioable to the Offer, the purchase of Shares pursuant to the
' Offer may not be consummated until the sapiration of a 13-calendar day waiting period following the filing
by the Purchaser, unless such waiting pariod is earlier terminated by the FTC and the Antitrust Division,
> Accordingly, if such flling is made by the Purchaser on such date, the walting period under the HSR Act
I which is applicable to the Offer will expire at 11159 p.m,, New York City time, on June 22, 1989, unless oaslier
terminated or the Purchaser recelves & request for additional information or documentary material prior
thereto. If sither the FTC or the Antitrust Division were to request additional information or dooumentary
* material from the Purchaser, the waiting period would expire at 11:89 p.n., New York City time, on the tenth
I calendar day after the date of substantlal compliance with such requeat, Thercafter, the waiting period could
be extended only by court order or with the conscat of the Purchascr, If the acquisition of Shares is delayed
pursuant to a request by the FTC or the Antitrust Division fer additional information or documentary material
' pursuant to the HER Act, the Offer may at the discretion of the Purchaser be extended and, in any event,
the purchase of and payment for Sharcs will be deferred uatll ten days alter the request is complicd with by
the Purchaser, unless the ten-day extended period expires on or before the date when the initial 15-day period
would otherwise have expired or unless the waiting period s sooner terminated by the FTC and the Antitrust  *
I Division. Although the Company is required to filc ccrtain information sad documentary matsrial with the
Aantitrust Division and the FTC in connestion with the Offer, neither the Compsny's fallure to make such
filings nor a roquest from the Antitrust Division or the FTC for sdditional information or documeatary material
I madc to the Company will extend the waiting period.

The Antltrust Division and the FTC frequently scrutinize the legality under the antitrust laws of «
transactions such as the acquisition of Shares by the Purchaser pursuant to the Offer and the Proposed Merger.

] At any time before or after the Purchaser's purchase of Shares, the Antitrust Division or the FTC could take
such action under the antitrust laws as either deems necessary or desirable in the public interest, including
seeking to enjoln the purchase of Shares pursuant to the Offer, the divestiture of Shares purchased thereunder
or the divestiture of substantial assets of the Company, the Purchaser or Parent. Private parties as well as -

‘ local and state governments may also bring legal actions under the antitrust laws under certain clrcumstances.

If any such action by the FTC, the Antitrust Division or any other person or entity should be threatened
or commenced, the Purchaser may extend, terminate or amend the Offer. See Section 14 for certain conditions

I to the Offer, including conditions with respect to court and governmental actions.

Parent currently plans to voluntarily furnish copies of its HSR Notification and Report forms to the

Attorney General of the State of New York as the appropriate oficer of the “lisison state” under the Voluntary

l Pre:-Morger Disclosure Compect of the National Assoslation of Attorneys General (the “Compact”). Under
the provisions of the Compact, thess filings shall be made available on a confidential basis to the other states

.

: and territories who are parties to the Compact and who have agreed not to use the information except to
: o file comments on the Offer and the Proposed Merger with federal enforcement agencies or in a judicial action
1\6'—- to enjoin consummation of the Offer or the Proposed Merger under foderal or state antitrust laws.

! Based upon an examinstion of publicly available information relating to the businesses in which the
' Company and Parent are engaged, the Purchaser belicves that the acquisition of Shares pursuant to the Offer
| would not violste the autitrust laws, Both Parent and the Company and their respective affiliates have
; substantis] publishing operations and are enguged in aspects of the home video cassstte businesa, Although
the Purchaset believes that retention of all such aperations should be permitted under the antitrust laws, Parent
may be required to sell or agree to sell or cause the Company to sell certain of their respective operations
should any antitrust violations be raised or alleged. There can be no assurance that a challenge to the Offer
¢n antitrust grounds will not be made or, if such challenge is made, what the cutcome will be. See Section 14
for certain conditions to the Offer, including conditions with respect to litigation and certain governmental

Federal Communications Commission. The Purchmser believes that the Compuny and its subsidiaries
hold numerous radio licenses lssued by the FCC, including licenses in the Cable Television Relay Service,
the Point-te-Point Microwave Radio Service, the Domestic Fized-Satellite Service, the Private Operationals
Fined Microwave Scrvice, the Relay Press Radio Service, and the Busincss Radlo Service (collestively, the
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If the Purchaser makes & material change in the terms of the Offer or the information concerning the
Offer or If it waives & material condition of the Offer (including a waiver of the conditions sct forth in the
Introduction to this Offer to Purchase), the Purchaser will disseminate additional tender offer materials and
extend the Offer if and to the extent required by Rules 14d-4(c) and 14d-6(d) under the BExchange Act. The
minimum period during which an offer must remain open following material changes in the terms of the offer
of information concerning the offer, other than a change in price or a change in percentage of securities sought,
will depend upon the facts and circumstances, including the relative materiality of the changes in terms or
information. With respect to & change in price or a change in percentage of securitics sought, & minimum
ten-business day period is generally required to allow for adequate dissemination to stockholders and investor
response.

16. Cortain Logal Matters; Required Regulatory Approvals. Excopt as sct forth in this Offer to
Purchase, based on a review of publicly available filings by the Company with the Commission and other
publicly available informatien regarding the Company, the Purchaser and Parent are not aware of any licenses
ar regulatory permits that appear to be material to the business of the Company and its subsidiaries, taken
a8 & whols, and that might be adverscly affocted by the Purchaser’s scquisition of Shares (and the indirect
aoquisition of the stock of the Company’s subsidiaries) a9 contemplated herein, or any filings, spprovals or
other astions by or with any domestic or forsign governmental authority or adminiscrative agency that would
be tequired prior to the acquisition of Shares (or the indirect acquisition of the stock of the Company’s
subsidiaries) by the Purcheser pursuant to the Offer as contemplared herein, Should any such approval or
other action be required, it is the Purchaser’s preseat intention that such additional approval or action would
be sought, except os dascribed below. While, except as otherwise descrided in this Offer 1w Purchase, there
is no present intent to delay the acceptance for payment of, or the payment for, Shares tendered pursuant
to the Offer pending receipt of any such sdditional approval or the taking of any such action, there can be
10 asaurance that sny such additional approval or action, if needed, would be obtained without substantial
conditions ar that adverse consequences might fot result 1o the Company’s business, or that certain parts
of the Company's or Parenr’s business might not have to be disposed of or held separate or other substantial
conditions complied with in order to obtaln such spproval or action or in the event that such approvals were
not obtained or such actlons were not taken, The Purchaser's obligation to purchase and pay for Shares i
subject to certain conditions, including conditions with respect to litigation and governmental actions. See
Section 14 for certain conditions to the Offer, including with respect to litigation and governmental actions.

The Delaware Litigatian. On Juae 7, 1989, the Purchaser commenced the Delaware Litigation in the
Chancery Court against the Company, membars of the Board of Direstars of the Company and Warner, The
Purchmhdiomthatthgndmnudpduhmhmdcmmmlhnw:d;ht to
consummate the Offer and Proposed Merger and the stockholders' right to receive the sonsideration offered
pursuant to the Offer. In the Delaware Litigation the Purchaser demands declaratory and injunctive relief
to remedy past and anticipated breaches of fidusiary duty on the part of the Board of Directors.

Among other rolief, the Purchaser secks from the Chancery Court: (§) & declarstion that the Share
Exchange Agreement I3 null and void and an order enjoining any steps to Lmplement it; () a declaration that
Section 203 will not apply 10 the Proposed Marger or any other business combination involving the Company
and the Purchaser or sny of it afiliates or, in the alternative, as order requiring the Board of Disectors of
memmwmmmmwammmmammmnm«s
combination involving the Campany and the Puschaset of any of its atlistes; (fii) an order requiring the Board
of Directors of the Company to take al! actions necessary t0 exempt from the Discriminatory Yote Requirement
any business combinations involving the Company and the Purchaser or any of its affiliates; (iv) an order
requiring the Company and the Board of Directors to redesm the Rights; and (v) & declaration that the Parent’s
and the Purchaser’s offer to acquire the Company does not constitute tortious interference with contract or
prospective economic sdvantage with respect to the Wamer Merger Agreement or the Share Exchange
Agreement. , '

Antitrust, Undar the HSR Act, and the rules and regulations that have been promulgated thereunder
by the Federal Trade Commission (the “FTC"), certain soquisition transeotions may not be consummated
until castain infermation snd documentary matarial has been furnished for review by the Antitrust Division
of the Department of Justice (the “Antitrust Division") and the FTC and certain waiting period requirements
have been satisfied. The scquisition of Shares pursuant 10 the Offer is, and the Propossd Merger may be, subject




assets, liabilities, capitalization, stockholders’ equity, condition (financial or otherwise), operations,
licenses or franchises, results of operations or prospects of the Company or any of its subsidiaries
(including, but not limited to, any event of default that may ensue as a result of the consummation of
the Offer or the acquisition of control of the Company) or (y) the value of the Shares in the hands of
Parent, the Purchaser or any other affiliate of Parent;

which in the sole judgment of the Purchaser and Parent makes it inadvisable to procesd with the Offer or
with acceptance for payment or paymant for the Shares.

The foregoing conditions are for the sole beneflt of the Purchaser, Parent and their respective subsidiaries
and affliates and may be asserted by the Purchaser or Parent regardless of the circumstances (including,
without limitation, any action or insction by the Purchaser or Parent) giving rise to any such condition or
may be waived by the Purchaser or Parent in whale or in part from time to time in their sole discretion. The
failuze by the Purchaser or Parent at any time to exerciss 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 and may be asserted at any
time and from time to time. Any determination by the Purchaser or Pasent concerning any of the events
described in this Section 14 shall be fnal and binding,

15. Extension of Offer Period; Amendment and Termination. The Purchaser expressly reserves the
right (but shall have no obligation), in Its sole discretion, st any time and from time to time, 1o extend the
period of time during which the Offer is open by giving oral or written notice of such extension to the Dapositary
and by making a public announcement of such extension. In addition, the Qffer may be extended, amended
or terminated upon the occurrence of any event described in Section 14,

If, prior to the Expiration Dats, the Purchaser shall, in ita sole disorstion, inorease or decrease the "

pescentage of Shares being sought (in the case of any increase, by more than two peroent) or inarease or desrease
the consideration offered in the Offer to holders of Shares, and if, at the time that notice of such inorease
or decrease ls first published, sent or given to holders of Shares, the Offer ia scheduled to expire at any time
earlier than the expiration of the tenth business day from, and ncluding, the date that such notice is firat
80 published, sent or given, then the Offer will be extended until the cxpiration of such period of ten business
days. For purposes of the Offer, s “business day” mcans 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.

The Purchaser also expresaly resarves the right, subject to applicable law, (1) to extend the period of time
during which the Offer is open and thereby delay acceptance for payment of and, regardless of whether such
Shares have theretofore been sccepted for payment, the payment for any Shares, or to terminate the Offer
and not aceept for payment or pay for any Shares not theretofore accepted for payment or pald for, upon
the occurrence of any of the conditions specified in Section 14 by giving oral or written notice thereof to the
Depositary, and (1) subject to applicable law, at any time, or from time to time, to amend the Offer st any
time and in any respect by public announcement, The rights reserved by the Purchaser in this paragraph are
in addition to the Purchaser’s right 10 terminate the Offer pursuant to Section 14. Any extension of the period
during which the Offer is open, delay in acceptance or payment, or termination or amendment of the Offer
will be followed as promptly es practicable by public announcement thereof, such sanouncement in the case
of a0 extension to be issued not later than 900 a.m., New York City time, cn the sext business day after
the previously scheduled Expiration Date in accordance with the public announcement requirements of Rule
14d-4(c) under the Exchange Act. Without limiting the obligation of the Purchaser under such Rule or the
manner in which the Purchaser may choose to make any public announcemant, the Purchaser shall have no
obligation to publish, advertise or otherwise communicate any such public announcement, other than by issving
8 press releasc to the Dow Jones News Service and making any sppropriate filing with the Commission.

Jf the Purchaser extends the Offer, or if the Purchaser (whather before or after its acceptance for payment
of Shares) is delayed in its payment for Shares or is unable % pey for Shares pursuant to the Offer, the
Depositary may retsin tendersd Shares on behalf of the Puschaser, and such Shares mey nct be withdrawn

" excapt to the extent teadering stoskholders are entitled to withdrawal rights as described in Saction 4. The

ability of the Purchaser to delay payment for Shares which the Purchaser has accepted for payment is limited
by Rule 14¢-1(c) under the Exchange Act, which raquires that & bidder pay the consideration offered or return
the securities deposited by or on behalf of holders of sscurities promptly after the tarmination or withdrawal
of the Offer. -

u
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dissclutlon, business combination, acquisition of sssets or securities (other than & redemption of the
Rights) or disposition of assets of securities othar than In the ordinary course of business, (B) any matertal
change in its capitalization, (C) any release or rellnquislment of any material contract rights or (D) any
comparable event not In the ordinary course of business, (vi) taken any material action to {mplement
any such transactlon previously authorized, recommended, proposed or publicly announced, including
the proposed Warner Merger, (vii) authorized, recommended or proposed or announced its inteation
N to suthorize, recommend or propose any transaction which could adversely affect the value of the Shares,
(vili) proposed, adopted or authorizad any amendment to its certificate of incorporation or by-laws or
similar organization documents (except s set forth in the Proxy Statement) or (Ix) agreed in writing
or otherwise o take any of the foregoing actions, of the Purchaser or Parent shall have learned about
. any such action which shall not have been previcusly publicly disclosed by the Company; or

() & tender or cachangs offcr for some portion or al} of any outstanding securities of the Company
or any of its subsidiaries (Including the Shares or Rights) shall have been publicly proposed 1o be made
or thall have been made by another person (Including the Company or any of its subsidiarics or sfiliates),
orltlhdlhubmyubliulydiwloudonhc?unh:mnrhnmmlﬂhwwtlm(l)uypman. :
entity or “group” (as deflned in Section 13(dX3) of the Exchangs Act) shall have acquired or propased ’
t0 nequire more than 5% of any class or scries of capital piock of the Company (including the Shares
or Rights) or its subsidiaries or shall have been granted any option or right 10 acquire more than %
of any class or series of capital siock of the Company (Including the Shares) or lts subsidiaries, other
than acquisitions for bona Ade arbitrage positions or pursuant to the Share Exchange Agreement, or (i)
any such person, emtity or group who bas publicly disclosed any such ownership of more than 3% of
any class or series of capital stock of the Cornpany (Including the Shares or Rights) or its subsidiaries
prior to such date shall have acquired or proposed to acquire any class or serles of capital stock of the =
Company (inclucting the Shares or Rights) or its subsicdiaries constituting more than 19 of such class
or series or shall have been granted any option or right to acquire more than % of such class or series
of capital stock of the Company (Inctuding the Shares or Rights) or its subsidiaries, (lif) any group shall
bave been formed which beneficially owns more than 5% of any class or series of capital stock of the
Compasy (Including the Shares or Rights) or its subsidiaries, (iv) any pervon, entity or group shall have ~
entered into @ definitive agreement or an agreement in principle or made a proposal with respect 10 a
tender offer or exchange offer for the Shares or Rights or a merger (other than the Wamer Merger

1), consolidation or other business combination with or involving the Company or its
subsidiaries, or (v) any person, entity or group shall have filed a Notification and Report Form under
the HSR Act in order to, or made a public announcement reflecting an intent to, acquire the Company
or asgets or securitios of the Company or its subsidiaries; or

(g) the Company, the Purchaser and Parent shall have reached an agreement or understanding
that the Offer be terminated or smended or the Purchaser, Parent or any of fts affilistes shall have entered
into a deflnitive agresment or announced an agrecment in principle with the Company providing for a
mergsr of business combination with the Company; or

(b) the Compasy or sny of its subsidiaries shall have entersd nto any employment, severance or
similar sgreemant, arrangement or plan (other than the employment agresments desoribed in the Prony
$tatement) with or for the benefit of any of its employses other than in the ordinary course of business
or entered into or amended sny agresmsnts, arrangements of plans (inctuding the employment agreements
\ described in the Proxy Statersent) 8o as to provide for increased or accelorated payment or funding of
benedits to the employes as a result of or in connestion with the transsctions oontemplated by the Offer
since May 22, 1989, or

() the Purchaser or Parent shall become awars () that any material contractual right of the
Company or any of its subsidiacies or affilistes shall be impaired or otherwise advarsely affected or that
any material amount of indebtedness of the Company or any of its subsidiaries shall become accelerated
or otherwise become due prior to its stated due date, in either case with or without notice or the lapse
of time or both as a result of the transactions contemplated by the Offer or (i) of any covenant, term
or condition in any of the Company's or any of its subsidiaries’ instruments or agreements that has or
may have, in the sole judgement of the Purchaser, a material adverse effect on (x) the business, propexties,
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its affliates or designees) to exercise full rights of ownership of the Shares purchased by it, including,
but not limited to, the right to vote the Shares purchased by it on afl matters properly presented to the
stockholders of the Company, or the right ta vote any shares of capital stock of any subsidiary directly
ar indirectly cwned by the Company, (v) in the sole judgment of the Purchaser may result in a material
diminution in the benefits expected to be derived by the Purchaser and Parent as a result of the transactions
contemplated by the Offer, or (vi) seeks to impose any material condition ta the Offer unacceptable to
the Purchaser or Patent; or

() other than as described herein with respect to certain FCC and CATYV system approvals to
be sought by Parent, there thall have been proposed, sought, promulgated, enacted, entered, enforced
ot deemed applicable to the Offer or the Proposed Merger, by any stats, federal or foreign government
or governmental suthority or by any court, domestic or forelgn, sny statuts, rule, regulation, judgment,
decree, arder or injunction that, in the sole judgment of the Puschaser, might, directly of indirectly, result
io any of the consequences raferred to in clauses (i) through (vi) of paragraph (a) sbove; or

(¢) any change {or any condition, event or development involving a prospective change) shall have
oceurred or been threatened in the businees, properties, assets, lsbilities, capitalization, stockholders’
equity, condition (financial or otherwiss), operations, licenses or franchises, results of operations or
prospeota of the Company or sny of its subsidiaries, or in general sconaraic or inancial market conditions
in the United States or abroad, which, in the sole judgment of the Purchaser, is or may be materially
adverse to the Company or any of its subsidiasies or its stockholders, or the market prioe of, or trading
in, the Shares or the prices or trading of securities generally traded in financial markets in the Unitod
States or abroad, or the Purchaser shall have become aware of any facts which, in the sole judgment
of the Purchaser, are or may be materially adverse with respest to the value of the Company or any of
its subsidiaries or the value of the Shares 10 the Purchaser and Parent or any of their affiliates; or

(d) there shall have occurred (1) any general suspension of trading in, or limitation on prices for,
securitics on any national sccuritica exchange or in the oves-the-counter market in the United Btates,
(i) the declaration of » banking moratorium or any suspension of payments in respect of banks in the
Unitod States, (ii) a material adverse change in Unitoed States or any other currency exohange rates or
& suspension of, or a limitation on, the markets therefor, (iv) the commencement of & war, armed hostilitiea -
or other international or national calamity directly or indirectly involving the United States, (v) any
lmitation (whether or not mandatory) by any governmental or regulatory authority on, or any other
event which, in the sole judgment of the Purchaser, might affect, the nature or extension of excdit or
further extension of credit by banks or other lending institutions, (vi) aay significant adverse change in
the price of the Shares or ln United States securities or financial marksts graerally or (vii) in the casc
of any of the foregoing existing at the time of the commencement of the Offer, in the sole judgment of
the Purchaser, a material accaleration or worseaing thereof; or

(e) the Company or any of its subaidlaries shall have, on or after May 22, 19689 () issucd, distributed,
pledged or s0ld, or authorized, proposed or announced the issuance, distribution, pledge or salke of (A)
any shares of capital stock (lncluding, without limitation, any Shares), or securities convertible into any
such shares, or any rights (other than the Rights), warrants, or options 1o acquire any such shares or
coavertible securities, other than Shares issued or sold upon the exercise of employes stock options
outstanding oa May 22, 1989 (In accordanca with the publicly disclosed ternys thereof on such date) or
(B) any other securities in respect of, in lieu of or in substitution for Shares ovtstanding on May 22, 1989,
() purchased or otherwise acquired, or proposed or offered to purchase or otherwise acquire, any
outstanding Shares or other securities (except for redempdion of ths Rights), (1) declared or paid any
dividend or distribution on any shares of capital stock (other than regular quarterly dividends not n
oxcess of 5,29 per Share, having customary and usual record and payment dates and, in she evenr the
Rights are redsamed, the redemption price payable in connection therewith), or issued, or authorized,
recommended or proposed the issuancs of, any other distribution i respect of any share of capital swock,
whether payable in cash, securities or other property, or altered or proposed to alter any material term
of any outstanding security, (iv) issued, or announced its intention to issue, any debt securities or any
securities convertible into or exchangeable for debt securities or any rights, warrants or options entirling
the holder thereof to purchase or otherwise acquire any debt securities, or incurred, or sunounced it
intention to incur, any debt other than in the ordinary course of business and consistent with past practice,
(v) suthorized, recommended, proposed or publicly announced its intention to eater into or cause (A)
any merger (other than the Proposed Merger or the Wamer Merjer), consolidation, liquidation,
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or any securities convertible into, or rights, warrants or options, conditions! or otherwise, to acquire, any of
the foregoing, or (d) shall disclose that it has taken such action, then, without prejudice to the Purchaser’s
rights under Section 14, the Purchaser, in its sole discretion, may make such sdjustments in the puschase
price and other terms of the Offer and the Proposed Merger as it deems appropriate, Including, without
limitation, the number of type of securities offered to be purchased,

If, on cr after May 22, 1989, the Company should daclare ar pay any dividend on the Shares (other than
regular quarterly fixed cash dividends not In excess of $.25 per Share, having customary and ususl record
and payment dates) or any distribution (inchuding, without limitation, the issuance of additional Shares
pursuant ¢o a stock dividend or stock split, the insusnce of other sacurities or the issusnce of rights (other
. than the separation of the Rights from the Shares) for the puschase of any pecurities) with respect to the Shares

or Rights (other than the redemption price payable in comnection with the Rights) that is paysble or

4 distributable to stackholders of record on s date price to tha transfer into the nams of the Purchaser or Its
nominees or trantferees on the Company's stock transfer records of the Shares purohased pursuant to the
Offee, then, without prejudice to the Purchaser's rights under Section 14, (s) the purchase price per Share
{ payable by the Purchaser pursuant to the Offar shall be reduced by the amount of sny such cash dividend

or cash distribution and (b) any such noncash dividend, distribution, issuance, prooesds or right to be received
by the tendering stockholders ghall (i) be recsived and held by the tendecing stookholders for the acoount
of the Purchaser and will ba required to be promptly remitted and transferred by esoh tendering stockholder
to the Depositary far the accouat of the Purchaser, sccompanied by appropriate dosumentation of teansfer
or (ii) at the direction of tha Purchaser, be exercised for the banefit of the Purchaser, in which case the proceeds
of such exercise will promptly be remittad to the Purchaser. Pending such remittanoce and subjest to applicable
law, the Purchaser will be entitled to all rights and privileges ss owner of any such noncash dividend,
distribution, lssuance, proceeds or right and may withkold the entire purchase price or deduct from the |
purchase price the amount or value thereof, ss determined by the Purchaser in its sole diacretion.

14. Cartain Conditions of the Offer, Notwithstanding any other provision of the Offer, the Purchaser
shall not be required to accept for payment or, subject to any applicable rules and regulations of the
Commission, including Rule 14e-1(c) under the Exchange Act (relating to the Purchases's obligation to pay
for or return tendered Shares promptly after termination or withdrawal of the Offer) to pay for any Shares -
tendered and may postpone the acceptance for payment or, subject to the restriction referred to above,
payments for any Shares tendered, and may amend or terminate the Offer (whether or not any Shases have
theretofore been purchased or paid for) if (i) any of the conditions to consummation of the Offer set forth
in the Introduction to this Offer to Purchase (relating to the Minimum Number of Shares, the Preferred Stock
Purchase Rights, Section 203, the Discriminatory Vote Requirement, FCC and Cable Approvals, the Warner
Moerger Agreement, the Lock-up Stock Swap and Financing) has not been satisfied; or (il) all applicable waitiag
periods under the HSR Act have not expired or been terminated: or (i) at any time on or after May 22,
1989 and before the time for payment or acceptance for payment of, purchase or payment for such Shares
any of the following events shall ocour:

(a) there shall have been threatened, instituted or pending aay astion, procesding, spplication or
counterclaim by or before any court or governmental regulatory or administeative sgency, authority or
tribunal, domestic or forelgn (other than astions, procesdings or applications fled er initiated by Pacent
or the Purchaser, including any such astions relating to the Voting Trest Approval), which () secks to
a challenge the scquisition by the Purchaser of the Shares or Rights, restraln, prohibit or delay the making
or consummation of the Offer or the Proposed Merger or any other marger or business combination
involving tha Puschaser ar sny of lts affiistes and the Company (or any of its subsidiaries), prohibit the
performance of any of the conteasts or othar agreements entered into by Parent or any of ite affiliates
in connection with the scquisition of the Company, or obtain any damages in connection therewith, (ii)
secks to make the purchase of, or payment for, some or all of the Shares ot Rights pursuant 1o the Offer,
the Proposed Merger or otherwise illegal, (lil) seeks to impose Hmitations on the abllity of the Purchaser,
Parent (or any of thelr affillates) effestively to soquire or hold, or roquiring the Purchaser, Parent or the
Campany or any of their respestive affiliates or subsidiaries to dispose or bold separate, any portion of
the asssts or the business of the Purchasee, Parent and its affiliates or the Company and its subsidiaries,
or imposs limitations on the ability of Parent, the Purchaser or the Compaay to continue to conduet,
own or operats all or any portion of their businseses and assets ae herstofors conducted, owaed or operated,
(v) seeks to impose or may result in material limitations on the ability of the Purchascr or Perent (or
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The Purchaser expects that all or a portion of such repayments will be made with the proceads of additional
debrt or equity financing, the sale of assets or & combination of such financing and asset sales. No determination
has yet been made as © any such matters and the Purchaser has no plans in this regard, All net proceeds
from the sale of assets of Parent and its subsidiaries, including, after the Proposed Merger, the Company,
procesds from the lssuance of additional debt or equity and a percentage of consolidated excess cash flow
of Parent, including, after the Proposed Merger, the Company, shall be used to reduce the commitments under
the Fucilitles.

Interest on funds borrowed under the Facilities will be paysbls a¢ & spread above Citibank's Alternate
Base Rate LIl or the equivalent spread sbove the LIBO Rate (adjusted for reserves), suck spread to be

the size and type of the Senjor Bank Financing. Such rates will be adjustsd downwasd upon achievement of
financial performance tests to be determined.

The commitment and best efforts undertaking of Cltbank are subject to (f) the succes:ful syndication
of the Senior Bank Finaneing, (ii) the negodaton, preparatlon, execution and dellvery of mutually acceptable

p
31, 1988. In addition, the definitive Senlor Bank Financing documentation will contaln representations,
Warranties, covenants, events of default, and conditions customary in Citibank's loan agreements for
transactions of this size and type. The avallability of the Senior Bank Financing will be subject (o customary
conditions, including the following conditions: (1) the absence of any materia! adverse change in the business,
condition (financial or otherwisc), assets, operations or prospects of Parent and lts subsidlaries or of the
Company and its subsidinries, (if) the recelpt of evidence satisfactory to the Banks of the solvency of Parent
and its subsidiaries after giving effect 10 the Proposed Merger, (i) that, at the time of borrowing under each
Fucility, no injunctlon or other restraining order shall have been issued or filed or a hearing therefor be pending

Patenhluuudtaplyeeminfeﬂtoallbmhwilhrupctwth&miuhnkﬂmoingud agents’
and facility fees to the Banks, including Citibank, which Parent estimates will aggregate approximatoly $350
mﬂﬁmhwdidmrmthuumwmmmitmthquﬂwuofl%pummnouthuwu
unused portion of such Banks' commitments, which commitment fess shall necrue from September 4, 1989
whhmw%nkmd.withmmmthambumu&mthdmwmimmm-oaepud
by Parent. Parent has agreed to reimburse Citihank foe ise cut=ofepocket costs and expenses (inoluding
mmbhhmﬂhmbdwmmmhmmm&mﬁm Latter and the

qu.mdmmmmmmnhmea I its entirety by reference to the
text of the Commitmant hnu.aupydwhichilﬁled-mmmlwmrmduommmmm&hedulc
14D.1 of the Purchaser and Parent filed with the Commission in connection with the Offer (the “Schedule
1m1amamwwmmuyummmmemm-mmm
Section 8. If and whnddniﬂnmurdaun;wﬂuMMmmM. copics will be filed as
oxhiblts to emendmaents to the Scheduls 14D-1, )

13, Dividends and Distributions. If, on or after May 22, 1989, the Company should (a) split, combine
wﬁhmchmumﬂummhlmvhaﬁmmmmmﬁywumﬂulhwwm
cause s reduction in the number of outstanding Shnmor(a)hmannaddmondshm(othwm the
illmoeofmmmiuumudu-yn.lﬂt!,unduamhplmlnmmnuwiththdrmn
as publicly disclosed as of May 22, lﬂlﬁ).ahu-ehnyolhuohuofupiul stoak, other voting securities
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could be for eash or other consideration, Alternatively, the Purchaser may sell or otherwise dispose of sy
or all Shares aoquired pursuant to the Offer or otherwise, Such transactions may be effected on terms sad
at prices then determined by Pacent or the Purchaser, which may vary from the price pald for Shares in the
Offer.

12. Source and Amount of Funds,

The consummation of the Offer i3 subject t0, among other things, the Purchaser being satisfed, in ts
sole discretion, that the Purchaser has obtained sufficient financing to enable it to purchase the Shares sought
In the Offcr, to refinance certain indebtednesa of the Company, its subsidiaries and Parent, and to pay related
fecs and expenses.

The Purchaser estimates that approximately $14 billion will be required to purchese all the Shares
pursnant to the Offer and the Proposed Marger, to refinance certain indebtedness of Parent, the Company
and its subsidiaries and to pay related fees and expenses sxpected 10 be incurred ln connectinn therewith and,
after the Proposed Merger, to provide working capital, Pacent expects that approximately $800 million of
outstanding indebtedness of the Company and its subsidiaries, and approximataly $830 million of outstanding
indebtedness of Parent will remain outstanding after giving effect to the Offer and the Proposed Merger.

Pasent has received a commitment lotter (the “Commitment Letter™) from Clibank, committing it to
lend to Parent and/or ene or more direct or indirect subsidiaries of Parent, on a senior basis, $1 biltion and
10 use its best efforts, without any obligation 1 underwrite a syndicacion, 10 arrange a syndicate of lenders
(the “Banks") to provide the balance of the senior bank facilities of $13 billlon which will be required to
consummate the Offer and the Proposcd Merger (the “Senfor Bank Financing™), Citibank has stated In the
Commitment Letter that it Is highly confident that it will be able to arrange & syndicate of lenders for the
balance of the Senior Bank Financing. Cltibank's expression of confidence is subject 1o the satisfaction of the
conditions and terms stated in the Commitment Levier and is based on its experience in syndicating loans
of the nature contemplated and {5 subject to the absence of any change in loan syndication of capital markets
generally that would materially impair the syndication.

The Senior Bank Financing will consist of two phases. In the first phase, $12 billion will be made available
1o finance the Offer, pay anticipated transaction costs and refinance certain portions of Parent's long-term
debt (the “Tender Facility™). In the second phase, $14 billion will be made available to finance the consideration
to be paid to consummate the Proposed Merger, 1o refinance the Tender Facility, to refinance certain portions
of the long-term debt of the Company and its subsidiaries, to pay anticipated transaction costs and, after the
Proposed Merger, 10 provide working capital (the “Merger Facility"). The Senior Bank Financing will be
borrowed by Parent and/or one or more of its subsidiaries and guaranteed by Parent. Citibank will have the
right 10 require that the Senior Bank Financing be secured by & pledgs of the capital stock of certain subsidiaries
of Parent and/or guaranteed by certain subsidiaries of Parent, including, after the Propoted Merger, the
Cotnpany and its subsidiaries, Depending on the final structure of the Senior Bank Flnancing, under certain
ciroumstances, Parent may be required to cause certain existing indebtedness of Parent and the Company
1o be equally and ratably secured with the Senlor Bank Financing. In 8o case will the Senior Bank Financing
be directly or indirectly secured by the Shares prior 1o the Proposed Merger. Tha Banks' commitments under
the Senior Bank Financing will be automatically reduced by the amount of the net procesds received from
the sale by Parent of its subsidiacy Associatea

The Tender Facility will maturc upon the earlier of 180 days from funding and the consummation of
the Proposed Merger.

The Merger Facility will be subdivided into (i) ons or more senioe term loans with a final maturity not
to exceed ten years, (if) s senior bridge loan with a final matusity of the earlier of the consummation of the
sale of Associates and another date to be agreed upon and (iil) a senior working capital revolving credit fucility
with a final maturity of eight years, Citibank has reserved the right to apportion the amount of the Merger
Facility among such Joans. The Commitment Letter provides that all borrowings under the working capital
portion of the Merger Facility must be repaid for a number of days in each 12-month period, such number
to be determined by Citibank after determining working capital nceds. The senior term loan portion of the
Mezger Facility will have an amortization schedule on mutually acceptable terms, provided that not Jess than
339 of the committed amount must be repaid within twelve to eighteen months after the Proposed Merger
and not less than $0% must be repaid within five years after the Propesed Merger.
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however, that Rule 13¢-3 would not be applicable to the Proposed Merger If the Propossd Merger is
congummated within one year after the expiration or termination of the Offer and the price pald in the Proposed
Merger is not less than the Offer price. However, in the event that the Purchaser {s deered 10 have aoquired
control of the Company pursuant to the Offer and if the Proposed Merger is consummated more than one
year after completion of the Offer or an alternative acquisition transaction s effected whereby stookholders
of the Company receive consideration less than that paid pursuant to the Offer, in either case at a time when
the Shares are still registered under the Exchange Act, the Purchaser may be required to comply with Rule
13e-3 under the Exchange Act, Rule 13e-3 requires, among other things, that oertain financial information
concerning the Company, and certain information relating to the fhirness of the proposed transsction and
the consideration offered to minority stockholders in such transaction, be flled with the Commission and
disclosed to stockholders prior to the consummation of the transastion. The pucrchase of & substantial number
of Shares pursuant 10 the Offer may result in the Company baing able to terminate its Exchange Act registration.

See Sectlon 7. If such registration were terminated, Rule 136-3 would be inapplicable 10 any such future ¥

transactions.

Although the Purchaser intends to propose and scok to consummate the Proposed Merger as described
above, the Purchaser can give no assurance that the Proposed Merger will be consummated of as to the timing
of the Proposed Morger if'it Is consummated. The Purchaser presently Intends to propose the Proposed Merger
generally on the terns described above, but it Is possible that, as a result of substantlal delays in the Purchaser’s
ability to effect such a transsotion, information hereafier obuained by the Purchaser, changes in general
econamie or market conditions or in the business of the Company, or other presently unforeseen factors, such
& trangaction may not be 80 pro ) may be delayed or abandoned or may be proposed on different terms.
Although it has no ourrent intention to do so, the Purchaser expressly resorves the right not to propose the
Proposed Merger or to propose such a transaction on terms other than those described above.

Plans for the Company

The Purchaser curreatly intends, aftes consummation of the Offer and receipt of all material FCC
Tranafer Approvals, 1o ssek maximum representation on the Company's Board of Directors as descrided above.
If the Purchaser ncquires control of the Company, It intends to conduct a further review of the Company
and its assets, corporats structure, capitalization, operations, propertles, policies, management and personnel.
After such review, the Purchaser will determine what other actions or changes, If any, would be desirable
in light of the circumstanoss which then elat, and reserves the right 10 ¥ffect such actions or changes. The
Purchaser's declsiens could be affected by Information hereafter obtained, changes in general economic or
market conditions or in the business of the Company, scdons by the Company or Warner and other factors,
including repayment requirements of the Financing. See Section 12.

The Purchaser currently expects that, after consummation of the Proposed Merger, it will seek to acquire
the outstanding capital stock of ATC not owned by the Company. There can be no assurances that the
Purchaser will be able to acquire any such capital stock on terms which it finds acceptable, Any such acquisition
will necessarily be dependent upon conditions prevailing st the time.

If the Purchaser consummates the Offer prior to obtaining all material FCC Transfer Approvals, all
Shmrurdlmd will be deposited in a Voting Trust and the Purchaser will genarally aot be permitted to
pursue uplmwithmmhtha&mmumﬂmﬁmohﬂnuhPCCTmAm

MuthMMmWMmM&.PMhummpm«m
that would result in an extracrdinary corperste transaction, such as s merges, reorganization, Hquidstion,
rdmﬁonofmoumhudthCmmunhwmﬂtdlmn-wmmdmthn;ﬂu
Company or any of its subsidiaries, or aay materlal changes in the Company'y capitalization, dividend policy,
corporate structure or business or the composition of its management or personnel.

Afler completicn or termination of the Offer, the Purchaser reserves the right to purchase sdditional
Mhmmmmhpﬁvmlynmumdmuﬁmhmmnwmauchunolww
uhnwiuladdmm.hmmwmuhmhmduumwmammwmmm
combinstion with the Company, or proposes such a transaction but cannot promptly obtain any required
approval, Parent and the Purchaser will evaluste thelr other altematives. Such alternatives could include
purchasing additional Shares in the open market, in privately negotiated transactions, in sn exchange offer
or another tender offer or otherwisc, or taking no further action 1o acquire additional Shares. Any additional
purchase of Shares could be at a price greater or Jess than the price to0 be paid for Shares in the Offer and
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the Company's Board of Directors to approva the Offer and the Proposed Merger and thersby render the
restrictions of Section 203 inapplicable. See Section 16.

The restrictions of Seation 203 arc also inapplicable to a corporation that engages in a business combination
with an interested stookholder If G) prior to the date such interested stockholder became an interested
stockholder, the board of dircctors of auch corporation approves either the business combination or the
transaction which resulted in the stockholder becoming an interested stockhalder, or (ji) upon consummation
of the transaction which resulted] in the stockholder becoming an interested stockholder, the interested
stockholder owned at least 85% 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
by () persons who are directors and also oficers and (y) employee stock plans in which employes participants
do not have the right to determine confidentially whether shares held subject to the plan will be tendered
in & tander or exchange offer, or (i) on or subsequent to the date the interested stockholder becomes an
interested stookholder, the business combination 18 approved by the board of directors of such corporation
and authorized at an snnual or special meeting of stockholders by the affirmative vote of at least 6634% of
the outstanding voting stock which is not owned by the interested stockholder.

The Purchaser believes that the date of pudlic announcement of the Offer constitutes the date en which
outstanding Shares are determined for purposes of calculating whether 85% of the Shares are acquired under
Section 203 and that any Shares issued pursuant to the Share Exchange Agreement, even if such Shares were
10 be deemed validly issued, would not be counted for such purposes. Accordingly, based on publicly available
Information, the Purchaser believes that if it acquires at least 48,430,578 Shares (representing 85% of all
outstanding Shares at May 1, 1989) pursuaat to the Offer and n0 additional Shares were issued since May 1,
1989 and before announcement of the Offer, the restrictions of Section 203 would not be applicable to thes
Proposed Merger. } )

The Offer is conditioned upon, among other things, the Purchaser being satisfled, in its sole discretion,
that, after consummation of the Offer, the requirements of Section 303 would not prohibit for any pericd of
time, or impose any voting requireménts in excess of majority stockholder approval with respeet to, 8 merger
(which would include the Proposed Merger) or any other business combination involving the Company and
any affiliate of Pareat.

() Appratsal Rights. Holders of Shares do not have appraisal rights as a result of the Offer. However,
if the Proposed Merger is consummated, holders of Shares would have certain rights to disseat and demand
appraisal of their Shares onder the Delaware Law. Under the Delaware Law, dissenting stockholders who
comply with the requisite statutory procedures would be entitled to receive s Judicial determination and
payment of the “fair value™ of their Shares as of the close of business on the day prior to the stockholders’
mesting with respect 1o the Proposed Merger. The value so determined could be more or less than the
consideration to be paid In the Proposed Merger. Any judicial determinations of the fair value of Shares could
be based upon considerations other than or in addition to the masket value of the Shares, including, among
otber things, asset values and earnings capacity. In Weinberger v. UOP, Inc., the Delaware Supreme Court
stated, among other things, that “proof of value by any techniques or methods which are generally considered
scceptable in the financial community and otherwise admissible n court” should be considered in an appraisal
procesding,

In addition, several decisions by Delaware courts have held that, in cortain elroumsiances, a controlling
stockholder of a corporation involved in a merger has a Aduciary duty to other stockholders that requircs
that the mezger be fair to other stockholders. In determining whether s merger is fair to minority stookholders,
Delaware courts have considered. among other things, the type and amount of the considerstion 1o be recelved
by the stockholders and whether there was fair dealing among the parties. The Delaware Supreme Court stated
in Weinberger and Raobkin v. Philip A Hunt Chemical Corp. that the remedy ordinarily available to minority
stockholders in a cash-out merger is the right to appraisal desoribed above. Howeves, s damages remedy or
injunctive relief may be availabls if a merger ls found to be the product of procedural unfairness, including
fraud, misrepreseatation or other misconduet.

(vli) “Going Privaze” Transactions. The Commission has adopted Rule 13e-3 under the Exchange Act
which s spplicable to cerwin “going private” transactions and which may under certain circumstances be
applicable to the Proposed Merger or another business combination follawing the purchase of Shares pursuant
to the Offcr in which the Purchaser seeks t0 acquire the remaining Shares not held by it. The Purchaser believes,
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The Offer is conditioned upon, smong other things, the Rights having been redeemed or the Purchaser
otherwise being gatisfled in its sole discration that the Rights have been Invalldated of are otherwise inapplicable
to the Offer and & merger or ather businees combination involving the Company and the Purchaser (or one
of its affiliates), The Purchaser helleves that, under the circumstances of the Offer and under applicable law,
the Board of Directoss of the Company is obligated by its fductary responsibilities to redeam the Rights in
order to allow stockholders the opportunity to recelve the consideration offered pursuant (o the Offer,
Accordingly, the Purchaser is requesting the Company's Board of Directory to redeem the Rights to permit
the acceptance for payment of Sharss pursuant to the Offer, As deseribed in Section 16, the Purchaser bas
nnmencedthcDethﬂpdoniamammemmuumgmthh@mordunqnim‘
the defendants to redeem the Rights,

If the condition to the Ofer relating to the Rights Is not satisfied and the Purchaser elects, in ts sole
discretion, 10 walve such condition and consummate the Offer, and if there are ontstanding Rights which have
0t besn aoquired by the Purchaser, the Purchaser will avaluate its alternatives, Such alternatives could Include
purchasing additional Rights In the Open marker, In privately negotisted transsctions. in another tender or
axohange offer cr otherwise. Any such additional purchasa of Rights could be for cash or other eansiderstion,
Under such elrcumstances, the Proposed Merger might be delayed or abandoned as impracticable. The form
and smount of considerarion to be received by the holders of Shates in the Proposed Merger, if consummated,

l!pll‘ltiurdﬂutufortlllllilllmm“nhkdmmwmﬂmlm:lﬂm
essociated Rights, See Sections 1 and 3,

(v) Delaware Secrion 208. The Company is incorporated under the laws of the State of Delaware.
Section 203 of the Delaware Law generally provides that, subject to a number of exceptions, & Delaware
corporation may not engage In any “business combinstion” with an “Interested stockholder” for thres years
following the date that such stockholder became aa “interested stockhalder”, subject to certain exceptions.
An “Interested stockholder” Is defined 13 & person owning 13% or more of a corporation's voting stock, and
a “business combination” would include & transaction such as the Proposed Merger.

Section 203(b)(6) provides that the restrictions of Section 203 will not apply to any business combination
which is mwmemmmmummmmummmmmaumpubue
ﬂmnmtmthcnoﬂumnhdundummwambmmﬁmﬁm which is a (1)
ferger or consolidation of the corporation, subjact ue-ni--mpdmm)mﬂ.hu.mmu. mortgage,
pledge, transfor or other disposition of at least $0% of the assats of the corporation, or any subsidiary, calculated
in aceordance with thay m«mum«m’wmm«m«mwumm

roquiremaents
combination is approved by amqieﬂzydtbmbmﬂﬂimhmlpldﬂd in the provision,

The Purchaser belleves that the proposed Warnaer Merger, although in form a merger with ¢ subsidiary
of the Company, should fairly be interpreted as & merger of the Company within the meaning of Seation
03(bX(6). Accordingly, the Purchaser belisves that the exemption of Section 203(b)(6) is applicable to the
Proposed Merger and is seeking in the Delawars Llﬂuﬁou.mothulhin“;duhumjudw-n that
the restrictiona in Section 203 age inapplicsble to the Proposed Merges, or, in the slternative, an arder requiring
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Merger or Triggering Event, by the holders of [the Company’s] voting securities having the voting power
of (i) 80% or more of the outstanding [voting securities of the Company] and (ii) at least & majority of
the [Company's] voting securities beneficially owned by Persons other than the Acquiring Person (or
Its affilinces or assoclates).

In the event that, following the Distribution Date, {the Company] Is acquired in a merger or other
business combination ar 30% or mora of {ts assets or assets representing more than 30% of its earning
power are gold. leasad, exchanged or otherwise transferred (In one or more transactions) to a
publicly-traded corparation, the Rights will entitle each bolder of & Right to purchase, for the Purchase
Price, that number of common shares of such corporations which at the time of the transaction would
have a market value of twice the Purchese Price. In the event that, following the Distribution Date, [the
Company] ia acquired in & merger or other business combination or 50% or more of the assets or assets
representing more than 30% of the carning power of [the Company] are sold, leased, exchanged or
otherwise tranaferred (in one or more transactions) to an entity that is not a publicly-traded corporation,
the Rights will entitle sach holder of a Right to purchase, for the Purchase Price, at such holder's option,
(1) that number of shares of such ¢ntity (or, at the holder's option, of the surviving corparation In such
acquisition, which could be [the Company]) which at the time of the transaction would have a book value
of twice the Purchase Price or (if) If such entity has an affillate which hag publicly-traded common shares,
that number of common shares of such affiliste which at the time of the transaction would have a market
value of twice the Purchase Price.

At any time prior to the earliest of (i) the tenth day following the Share Acquisition Dats, (ii) the
occurrence of s Triggering Event or (li) the Expiration Date, the Board of Directors of [the Company]
may redeem the Rights in whole, but not in part, at a price of .05 per Right (the date of such redamption
and such redemption price being referred to as the “Redemption Date” and the “Redemption Price™,
respectively); however, immediately upon the date that an Acquiring Person becomes an Acquiring Person
and thereafter until the earliest of (1) the teath day following the Share Acquisition Date, (2) the
occurrence of 8 Triggering Event or (3) the Expiration Date, the Rights may be redsemed only if the
Board of Directors, with the concurrence of 2 majority of the [Company®s] direstors who (§) are not officers
or employces of [the Company] or any of its subsidiaries, (if) are not Acquiring Persons or affiliates or
associates thereof or nominees or representatives of an Acquiring Person or any such affiliate or associate
and (1if) were (the Company"s] directors prior to the Share Acquisition Date or succeeded to such a director
upon recommendation of a majority of directars mesting the aforesaid oriteria (3uch dircetors [of the
Company] being referred to as “Disinterested Directors”), determines that such redemption is in the beat
interests of [the Company] and its stockholders. . ..

At any tlme prior to the Distribution Date, [the Company] may, without the approval of any hoider
of Rights, supplement or amend any provision of the Rights Agreement (including the date on which
the Distribution Date shall ocour), except that ao supplement or amendment shall be made which reduces
the Redemption Price or provides for an earlier Expiration Date. From and after the Distribution Date,
[the Company] may, without such approval, amend the Rights Agreement to cuse any ambiguity, make
corrections and to make other provisions which do not adversely affect holders of Rights (other than
an Acquiring Person of an affiliate or associste of such person). Howaver, at any time when there shall
be an Acquiring Person, the Rights Agreement may be supplemented or amended only if the Board of
Direstors of [the Company), with the concurrence of a majority of the Disinterested Directors, determines
that such supplement or amendment |s in the best interests of [the Company] and its stockholders.

The foregoing summary of ceriain provisions of the Rights Agreement in this Offer to Purchase does
®ot pusport to be complete and is qualified in its entirety by reference to the Proxy Statement and the text
of the Rights Agreement 23 set forth as exhibits to the Company’s Application for Registration on Form §-A
dated May 8, 1986, as amended by Amendment No. 1 on Form 8 dated January 19, 1989 and Amendment
No. 2 an Form 8 dated May 19, 1939, llad with the Commission, copies of which may be obtained in the
manaer set forth under Section 8.

Based on the foregoing, 2s a reankt of the Purchaser’s pubdlic sanouncement of the Offcr on June 7, 1989,
the Rights will become exerciaable on June 17, 1989 (or such later date as is determined by the Company's
Board of Directors) unless the Rights are redeemed or invalidated.
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Company, as Rights Agent, smended the Rights Agreemant governing the terms of the Rights, . . . Each

Right, when it becomes excrcisabls, will entitle the registered holder to puechase from [the Company]

one one-hundredth of a share of Series A Preferred {Stock of the Company (the “Series A Preferred™)]
8t a price of $300 (the “Purchase Price™),

Until the earller of (i) the tenth day after the first public disolosure that a pereon or group (Including
any afliate or associate of such person or group but excluding [the Company], any [Company] subsidiary,
any employee benefit plan of (the Company] or any such subsidiary or any person holding [the Company’s]
voting securitles for or pursuant to any such employes plan) soquires, or obtains the right to acquire,
beneficial ownership of [the Company's) vating securities having the voting power of 13% or more of
(the Company’s] outstanding voting securities unless, subjeot 1o the Limitation that such & person or group
not acquire any additional voting securities [of the Company], such acquisition or obtainment I8 a result
of [the Company) repurchasing or redeeming any [of its) voting sccurities or a result of an adjustment
to the number of [Shares] into which each share of [Company Preforred Stock] Is convertible pursuant
to the terms of the Certificate of Designation of the [Company Preferred Stock] (such person or group
being called an “Acquiring Person” and such date of first public disclosure belng called the “Share
Acquisition Date™) or (ii) the tenth day afer the commencement of, or first public disclosure of an
intention to cormence, a tender or exchange offer for [the Company’s] voting securitles having the voting
power of 20% or more of the outstanding [Company] voting securitics (the eariter of such dates in (i)
and (Uf) being called the “Distribution Data"), the Rights will be evidenced by certificates for the
[Company's] voting securities in respect of which Rights have been imued, registered In the names of
the holders of such voting securities (certificates for such [Company] voting securities shail also be deemed
1;;: Right Certificates, as defined below) aand not by ssparate cestificates representing Rights (“Right,

ificates™), , . .

A8 soon as practicable following the Distribution Date, separate Right Certiflcates will be mailed
to kolders of record of the [Company's] voting securities in respect of which Rights have been issued
a8 of the close of business on the Distribution Date, and such separate Right Certiflcates slone will
thereafter evidence the Rights. . , .

The Rights are not exerciable until the nrlloi of the Distribution Date and the occurrence of a
Triggering Event (as defined below) and will expire on Apeil 26, 1996 (the “Expiration Date™), unless
earlier redeemed by [the Company] s described below. :

The number of shares of Series A Preferred or other securities lssuable upon the exercise of Rights
is subject to adjustment from time 1o time upon the occurrence of certain events,

In the event that (i) any person or graup (other than [the Company] any (Company] subsidiary,
any employes benefit plan of [the Company] ar any sush subsiciiary or any person holding (the Company's)
voting securities for or pursuant to any such employes plan), shall sequire beneficial ownership of [the
Company's] voting securities having the voting power of 209% or mors of the outstanding [voting securities
of the Company)] or (4) an Acquiring Person shall asquire from [the Company] shares of capital stock
of [the Company] or any securities exercisable for or oonvartible into shares of capital stock of [the
Company] (any such event being called a “Triggering Bvent™), the Rights will entitle each holder of g
Right to purchate, at the Purchase mm:numormmhwm(mmmmmd
Series A Preferred equivalent to the number of [Shares] which at the time of the transaction would have
a market value of twice the Purchase Price.

In the event [the Company) merges with a1 Acquiring Person and [the Company) is the surviving
wmmmM]MNmmdunhmM(mymchmtmdhdm
"A.ﬂllmuurm").ﬁcli;huwﬂluﬂﬂemhholduohﬂ;httopﬂfth&c.fwthﬂ'mha?ﬁn
Mumhudﬂhm]whichltﬂﬂﬂdmmﬂmwmdhavumrltuvllmduleeth-
Purchase Price,

Any Rights that ere or were, 8t any time on or after the Distribution Date, beneficially owned by
an Acquiring Person (or an afiliate or associate of an Acquiring Parson) will become aull and vold upon
the occurrence of an Affiliste Merger or 3 Triggering Evant and any holder of any such Right (including

U
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Shares acquired pursuant to the Offer, the sctions of the Company and Warner with respect to the Wamer
Merger Agreement, the status of required spplications and approvals and whether the conditions to the Offer
are satisfled or waived. Although it is the Purcheser's current Inteation to propose and seek to enter into the
MmAueemmmdmmmmthstpodeerm.thmclnbanomummuuuhe
Propoted Merger will be consummated or as 1o the timing of the Proposed Merger if consummated.

() The Wamer Merger Agreemens, In light of the Black-out Provition of ths Warnes Morger
Agreement, which appears 10 prohibit the Company from negotiating with a potential soquiror prior to
commencement Of an offer to acquire at least 23% of the Shares (or the acquisition of 109% of the Shares),
acither the Purchaser nor any of its representatives have sought 0 negotiate with the Company regarding
the Offer or the Proposed Merger. To the extent the Company I free to do so without violating the terms
of the Warner Merger Agreement, the Purchaser will seck to negotiste with the Company and currently intenda
10 offer 1o enter into the Proposed Merger Agreement which will provide for consumpaation of the Offer and
the Proposed Mezger on terms 1o bo agreed upon by the Company, the Purchaser and Parent, The Purchaser
would seek to provide in the Proposed Merger Agreement that in the Proposed Marger sach of the outstanding
Shares (other than shares owned by the Purchaser or any of its affiliases, Shares held in the treasury of the
Company and Shares owned by stockholders who perfect any available appraisal rights under the Delaware
Law) wauld be converted into the right to receive §179 (or such other per Share amount paid pursusnt to
the Offer) per Share in cash, without interest.

If the Warner Merger Agresment has not been previously terminated in accordance with its terms and
subsequently is submitted to the Company's stockholders for approval, the Purchaser intends, or if all material
FCC Transfer Approvals have not been recelved, the Yoting Trustee will be required, to vote any Shares
scquired pursuant to the Offer or atherwise against the Warner Merger, and to seek termination of the Warner
Mu;u@«mntiamdmummms.nmmhmommu that the Warner Merger Agreement »
;ill be lar;jnmd or that the Company or Warner will take any action which might otherwise facilitate the

roposed Merger,

In any event, consummation of the Offer is aubject to, smoang other things, the Purchaser being satisfied,
in its sole discretion, that the Warner Merger Agreement has been terminated in soccrdance with its terms
or, {f such agresment has not been terminsted, remains subject to the approval of the stockholders of the
Company and the Purchaser or, if the FCC Transfer Approvals have not been reccived, the Voting Trustee
obtaining upon consummation of the Offer the right to vote a sufficient number of Shares to deny such approval.
See Section 16 regarding possible delays in consummation of the Proposed Merger relating to FCC approvala

(i) Required Stockholder Vate. Generally, under the Dalaware Law, the Proposed Merger must be
lppmvﬂbythecﬂmm)"twofbimm,uponluuhwﬂ.wbmimdlwmmwthe
Company's mockhalders for thelr approval at an annual o special meeting of stockholders. At such meering,
the affirmative vote of the holders of a majority of the outstanding Shares would be required 10 approve the
Propossd Mezgar, unless a greater vots is sequired under the Company's Charter. If the Board of Directors
in office following consummation of the Offer refusss 1o approve the Proposed Merger, and if the “short form”

tnd By-Laws could delay or prevent the Purchaser from clecting & majority- of the Company's Board of
mmmuhbﬁamdmulmu&.ﬂnﬂhddmmah&UWuqﬁnﬂlmdority
dmwuml!hmmwlmw of the Board of Directors, the Purchaser could approve
the Proposed Muwwuhouummmmmorwmumnm,mmwmmmafm
Charter and the Delawase Law discussed balow.

The Delaware Law provides that, if  corporation owns 90% or more of the outstanding thares of each
dﬂwmwmmumpmﬂu.mammwﬂngmhtmwatmm
carparation into itself, or itself into such other corporation, without any action or vote on tha part of the
bowddlmtmwnwkhom«mhmhumpmﬁm.nmh & “short form" merger is available and
mlmmwmmhlwhudlﬁ.mmmﬂy intends to consummate a “short form™
marger in order to effect the Proposed Merger.
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1l. Purposs of the Offer; Flany for the Company,

Purposs of the Offer,

The purpose of the Offer and the Proposed Merger is to enable Parent to aoquire control of, and the
entire equity Intereat in, the Company. The Offer, as the first step In the scquisition of the Company, is intended
to facilitate the scquisition of all outstanding Sharcs. The Purchaser currently intends, as soon a8 practicable

. following complation of the Offer and recelpt of all material FCC Transfer Approvals, to seek maximum
representation on the Company's Board of Directors and seek t0 consummata the Proposed Merger or other
timilar business combination between the Company and the Purchaser (or one of its affiliates). The puspose
of the Proposed Merger is to acquire all outatanding Shares not tendesed and purchased pursuant to the Offer

- or otherwise,

Coatrol of the Comtpany, | )

As 500 a3 practicable following consummation of the Offer and recelpt of all material PCC Transfer
Approvals, the Purchaser intends to request that some of or all the then-current msmbers of the Board of
Directors resign and to cause designess of the Puschaser to be clected to flll the resulting vacancles. Should
such request be refhsed, the Purchaser intends to take such action as may be necessary and fawful to obtaln
majority representation on the Board of Directors of the Cosupany. .

The Company’s Charter and By-Laws provide for a classified Board of Directors, with each class elected
for @ term of thres yeary and one class elected each yer at the Company’s annual meeting of stockholders.
The Company's Charter generally provides that directors may be remcved from office only for cause and only
by the affirmative vote of the holders of a majority of the voting power of the then outstanding voting stock,
voting together as & single class, Currently, Shares represent the only voting stock. The Charter of the Company,
defines the tam “cause” for purposes of this provision as the willful and continuous failure of & director to
substantially perform such director’s duties to the Company (other than any such failure resulting from
incapacity due to physical or mental iliness) or the willful engaging by & director in gross misconduct materially
and demonstrably injurious to the Company. :

The Company's By-Laws generally provide that newly created directorahips reanlting from sny incresse -
in the number of directors must be filled by the Board, or, if not s filled, by the stockholders at the next
annual meeting or special meeting called for that purpose. The Company's Charter provides that subject to
the provisions of the Delaware Law, any vacancy on the Board of Directors resulting from death, resignation,
removal or other cause may be filled only by the affirmative vote of a majority of tha remalning dirsetors,
although less than a quorum, or by & sole remaining director, or as otherwise provided in the Company's
By-Laws. The stockholders may not fill such vacancies unless otherwise permitted by the Company's By-Laws
or the Delaware Law. In addition, the Company’s Charter and By.Laws provide that any new directors elected
to il & vacancy on the Board will serve for the remainder of the full term of the olass im which the vacancy
occurred, rather than until tha next annual meeting of stockholders.

The Company's Chaster and By-Laws require that stockholder action be taken only at an annual meeting
or by a specisl mesting of stockholders called by the Chairmmn of the Board of Directors or the President
of the Company or by a majority of the entire Board, and probiibit stockholder action by written coasent in
lieu of a moesting,

The foregoing provisions of the Company's Charter and By-Laws could delay or prohibit, absent the
‘ rexignations of & sufiicient number of Directors, the Purchaser after acquiring & majority of the outstanding

Shares from obtaining control of the Company'’s Board of Directors because the Purchaser would not be able.
to replace s majority of the directors prior to the second annual meeting of stockholders held after the Purchaser
wcquired & majority of the cutstanding Shares.

The foregoing summary of certain provisions of the Company’s Charter and By.Laws does not purpert
to be complete and is qualified in its entirety by referance to the text of tuch documents, which are included
as exhibits to the Company's 10-K, copies of which may ba obtained in the manner set forth in Section 8.

The Proposed Merger.

The precise time and terms of the Proposed Merger or any other business combination detwoeen the
Purchaser and the Company following consummatien of the Offer will necesssrily depend upon a variety of
factors and legal requirements, including the actions of the Company’s Board of Directors, the aumber of

a
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Based upon its review of publicly available information concerning the Company snd its review of the
Warmner Merger Agreement and the Share Exchange Agreement, Including the Black-out Provision contained
in the Warner Merger Agresment, the Purchaser and Parent determined to commence the Offer as & means
of pursuing Parent's interest In acquiring the Company.

On June 7, 1989, the Offer was commenced and Mr. Davis bad the following letter defivered to J, Richard
Munro at the Company:

Mt. J. Richard Munro

Chairman and Chief Executive Officer
Time Inc.

Time-Life Building

1271 Avenue of the Americas

New York, New York 10020

Dear Dick,
We have today commenced a cash tender offer for all of Time's outstanding shares at $175 per
share. This price represents a premiom of more than 60 percent. over the price of Time's shares at

the time you snnounced your proposed transaction with Warner, We believe our offer provides
extraordinary value to all of your sharcholders as well ss to our own.

Together, we will be a communications company rich in resources and with unparalleled range
and depth. We will be strongly positioned for global growth through the next decade and into the
naxt century, No other company will be as significant a foroe in entertainment and publishing with
operations in quality magazine and book publishing, as well as in motion piature and television
production and distribution, cable systems and cable programming. The ft is superb.

On several occasions in the past, we have advised you of our interest in the merger of our two
sompanics. We would have much preferred to renew those discussions before we launched our offer.
We were advised, however, that your exlsting agreements require us t0 commence an offer before
you are free to caplore merging with us. As 800n a8 you may legally do s0, we bope that you will
meet with us so that we can work together 1o structure & transaction which will benefit the
sharehalders and employees of both companies. When we meet, we will be prepared to negotiate
all aspests of our proposal.

With respect 10 your proposed agreement with Warner, we do not wish to interfere with your
sharcholder process in any way, We will not solicit proxies. If Time's shareholders approve the
sgrecment with Warner, we will respect that decision and promptly withdraw our offer.

If, on the other hand, the Time Board decides that your ¢xisting arrangements permit you to
consider our proposal, we would weloome the opportunity to work with you. We seck no favored
status or inslde track, no exclusive dealing rights or “lock-up” arrangements. We do request that
eny information which is made available to Warner or other third parties for the purpose of evaluation
er pursuing alternative transactions bs mads available to us as well, 0 that our offcr and its terms
myhfmuludﬁﬂnhﬁdlwlohnumbnymwm

The litigation we are filing today in Delaware simply asks that Time's shareholders be permitted
1o consider our affer and make up their own minds as to its merits. It also asks that we be given
the same opportunity as Warner or any other potential merges partner 1o smake our case. We therefore
request that you redeem your existing preferred stock purchase sights and remove any other obstagle,
such as your lock-up stock swap arrangements with Warner, We also ssk that your Board and
Management refrain from putting any additional impediments in the way of shareholder choics.

We look forward to mesting with you and your Board shertly. With your cooperation, we are
confident that a transaction can be concluded which will be in the best interests of both of our
companies. Please call at your earlisst canvenience so that we can discuss our proposal in full detail.

Sincerely,
73/ MARTIN
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Irving R. Fischer, a director of Parent, owns 500 Shares. [rwin Schloss, a director of Parent, shares voting
and dispositlve power over 74,000 Shares owned by Marcus Schloss & Co., Inc., of which he is the president
and 27,400 Shares held by Marcus Schloss & Co,, Inc. in a discretionary advisory sccount for a customer.
Douald Oresman, s director and executive officer of Parent and the Purchaser, shares voting and investment
power over 800 Shares owned Dy & trust of which he is a co-trustee, In addition, an affiliate of The Jim Pattison
Croup, of which James A, Pattison, a ditector of Pareat, is the chairman and chief exacutive officer, has effected

. certain transactions in the Shares during the past 60 days, See Schedule II.

In the course of its ordinary business, Parent has engolng business relations with the Company and its
subsidiaries. In 1987, Paramount entered inta an exclnsive pay television license agrecment with Home Box
. Office, Inc. (“HBO"), & subsidiary of the Campany. The HBO license ls for 85 new Paramount motion pletures
beginning with fllms released theatrically in May 1988. The amount payable with respect t0 cach fllm to be
limndunderthemmentuﬁﬂdnmd.mm;othuthin’,uthlmmtoflhmuhm‘
theatrical distribution and the number af HBO subscribers. To date enly one film has been made svailable
to HBO under such license agreement. In sddition, Parent owns the MSG Network and & onc-half interest
in U.S.A. Netwark, both of which provide basic cable programming services to some of the CATV systems
owned and managed by ATC.

Except as set forth In this Offer to Purchase, none of the Purchaser of Parent nor, to the best knowledge
of the Purchaser and Parent, any of the persons listed In Schedule I hereto, has any contract, arrangement,
understanding or relationship (whether or not legally enforceadle) with any ather person with respect to any
sacuritiss of the Company, including, but not limired to, any comtract, arrangement, understanding or
relationship conocerning the transfer or the voung of any of such securities, joint ventures, loan or option
asrangenents, puts or calls, guarantees of loans, guarantees agalnst loss, or the giving or withholding of proxies,
congents or suthorizations. Except as set forth In this Offer to Purchase, there have been no contacts,
fegotiations or transastions which have occurred since December 31, 1985 between the Purchaser, Parent
oz any of Its subsidiaries, or, to the best knowledge of the Purchaser and Parent, any of the persons listed
in Schedule I hereto, on the one hand, and the Company or its affiliates, on the other hand, concerning a
merger, consolidation or acquisition, tender offer or ather acquisition of securities, an election of directors _
or o sale or other transfer of & matesial amount of assets. Except as set forth in this Offer to Purchase, none
of the Purchaser and Purent nor, 10 the best knowledpge of the Purchaser and Parent, any of the persons listed
in Schedule I hereto, has since December 31, 1985 had any transaction with the Company of any of its executive
officers, directors or afflliates which would require disclosure under the cules and regulations of the Commission
spplissble to the Offer.

Parent is subject to the information filing requirementa of the Exchange Act and, in accordance therewith,
files reports, proxy statements and other information with the Commission relating to its business, inancisl
condition and other matters. Information, as of particular dates. concerning Parent's direcicrs and officers,
their remuneration, options granted to them, the principal holders of Parent’s securities and any material
interest of such persons in transactions with Parent is disclosed in proxy statements distributed to Parent’s
stockholders and flled with the Commission. Such reports, proxy atatements and other information may be

55 examined and may be obtained from the Commission in the same manner as set forth in Section 8
with respect to tion concerning the Company. Such information should also be available for inspection
ot the NYSE at the address set forth in Section 8.

n 10. Background of the Offer; Contacts with the Company,

On several occasions daring the past several years, Martin 8, Davis, Chairman and Chief Executive Officer
of Parent, raised in a general way the possibility of a meeger of Parent and the Company with J. Richard
Muaro, Chairman and Chief Executive Officer of the Company, and N.J. Nichalag, Jr., the Company's
President and Chief Operating Officer. On sepasate occasions. Mr. Davis also expressed Parent’s laterest in
a possible merger with the Company 1o a director of the Company and sn investment banker sepresenting
the Company. All such conversations were preliminary in nature and did not invalve any discussions of specific
transactions or thelr tarms.

On March 3, 1989, ths Company and Wamaer announced that they had entered into the Wamer Merger
Agreement and the Share Exchange Agreement. On May 22, 1989, the Company filed the 3-4 Registration
Statement and Proxy Statement with the Commission and distributed the Proxy Statement to stockholders

of the Company.
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financial statements presented in Parsat's Quartsrly Report on Form 10-Q foe the fiscal quarter ended April 30,
1989 filed with the Commission. More comprehensive financial information s included in such reports and

is qualified in its entirety by reference 10 such reports which ate incosparated berein by reference and all the
financial information and relsted notes contained therein, which may be inspeoted and copies obtained at the
offices of the Commission as set forth in Section 8. In additlon, such material also should be available for
inspection at the NYSE at the address set forth in Section A. .

PARAMOUNT COMMUNICATIONS INC.
SELECTED CONSOLIDATED FINANCIAL INFORMATION

(= millions, sxcept par share)
Income Statement Data
s Mmﬂm Year Ended October 31
e s 18 L1 1986
Revenues ,,. X RN TN R N I T T I SN Tireany SI.“’ZZ s1.325-2 ”.055-9 32.923-3 32-103~°
Operatlng income . | ........... ST61 e 6 oTa o 3 7%, ve 66.4 873 378.5 3983 206.7 ~
Other income (vxpense) ., .......... ST T iR 0.5 (1.8) .0 (2.4)
Interest expense—aer ........00iiuueinnin,.. (56.2) (52.9) (1068) @127 (10%.9)
Eamings fro tinuing operati ine
ot wasaan continuing opecations e Sa 2687 2846 968
Provision for income taxes ............. tevens 4.3 149 1209 1279 49.6
Barnings fr inui d . \
traordinacy fems +or 0. oo DR e 1 M8 1367 473
Extranrdinary items ....,....,, SISTSe o S[iT T 3 o8 389
Earnings from disoontinued operations ...,,..., 128.4 102.] 236.9 199.4 181.5
Net earnings .., ....,....,,. e ieaeberintanees 1343 120.2 3.7 356.1 2674
Average common and ivalent shares
outstanding (millione) -1+ r. s eeee o 106 1301 195 1234 1246
Earnings (Loss) per share from contl uin .
tions before lti’:mdimry items . n . ‘ f.p.'.'f. $ Q085 $ .5 s 123 129 § 41
Net earnings per share ................. . 1.13 1.00 3.2} .88 2.14
Balance Sheet Data
— ) October 31
piais] b= 198 L}
Total current asects ...,,....,....... A $1,790.3 52,1410 $1,737.3  $1,270.2
Property, plant and equipment . ....,, Cieverans 4316 4139 378.1 392.6
mmll’ lllll .Il"'ll.‘l.l‘ ....... ‘oo ”l”.l 2.81112 z‘ls" 2‘3”‘6
Tcwm ..'...ll‘.ll.lll‘...lll.i....'.' s"’lls s's"'l ﬂ,z.l’ ‘.2‘3!‘
Tﬂllﬂmtlhbﬂlﬂu R N X AR ' ”lo’ 'M“ 961.0 71'-2
Mwﬂ. l.l!'l'l.l.'l‘l‘l!'lll‘l'l m‘s “1'0 ’z“ ’ozl’
Long-term debe, net of current maturities . . . 1,571 13903  1,3349 1.260.8
Stockholders’ equity .. .....,......., 3,393.% 2,266 21066 1.%902.1

!.:mpmmfonhiau:homu-wmemuamnmmmnnw.wmmmwledﬂ
otth?umh:?udl‘mt. uuyd'themlimuonmumlthmwmymdn‘;mm:dty
owned subeid dwdmwuhﬂmym«ml t0 soquire any equity securities
d‘lhﬁunptw,udﬁﬁndﬁohnﬁmwmnu.wmtwhwhlndmmud
Pmm,anydmmcmﬁdaufnmwmm.wwﬂmummuﬂuaﬁwdmyluhidm
nfnydth-fonwiul:no!hmdmym-mmhmboqw'uudﬂ-duﬁnuhpmGOdanOn
May 31, 1989, Pavent purchased, in a NYSE transiction, 100 Shares at & price of $129.00 per share. Certain
pension and retirement plans of Parcnt and it whlim:lumgmmuuwluﬁmmwirdbym trustees
oflﬁchplminthcndhuyomofﬂu&udﬂﬂﬂlﬂ:ﬂondtﬂhpm. Parent and the Purchaser disclaim
Mddomﬂﬂpﬂmyﬂhmlhumyhbddbymm




The information concerning the Company contained in this Offer to Purchase has been taken from or
based upon publicly available documents and records on file with the Commission and other public sources.
The Purchaser and Parent have no knowledge that would indicate that any statements contalned herein based
on such documents and records are untrue; however, the Purchascr, Parent and their afliates assume no
responsibillty for the accuracy or completeness of the information contained In such documents and records,
or for any failure by the Company to disclose events which may have occurred or may affect the significance
or accuracy of any such information but which are unknown to the Purchaser and Parent.

The Company is subject to the information and reporting requirements of the Exchange Act and in
sceordancs therewith Is obligated 1o file reports and other information with the Commission relating to its
business, financial condition and other matters, Certain Information, as of particular dates, concerning the
Company’s directors and officers, thele remuneration, stock options granted to them, the principal holders
of the Company's sccurities, any material interests of such persons in transactions with the Company and
other matters is required to be disclosed in proxy statements distributed to the Company’s stockholders and
filed with the Commission. Such reports, proxy statements and other information may be inspected at the
Commission’s public reference Macilities at Room 1024, 450 Fifth Street, N.W., Washington, D.C. 20349, and
should also be available for inspection at the following reglonal offices of the Commission: Jacob J. Javits
Federal Building, 26 Federa! Plaza, New York, New Yark 10007; and Kluezynski Pederal Building, 230 South
Dearborn Street, Chicago, Tllinols 60604; and copies may be obtained by mail at prescribed rates, from the
principal office of the Commission at 450 Fifth Street, N.W,, Washington, D.C. 20549. Reports, proxy
statements and other information concerning the Company should also be available for fnspection at the offices
of the NYSE, 20 Broad Street, New -York, New York 10008,

9. Cartain Information Concerning the Purchaser and Paront.

The Purchaser. The Purchaser, a Delaware corporation, was recently incorporsted for the purpose of
acquiring the Company, and has engaged in no activities 10 date, other than those incidental 10 its organization
and making the Offer. The Purchaser ia an indirect wholly owned subsidlary of Parent, The principal office
of the Purchaser is located at 15 Columbus Circle, New York, New York 10023-7780.

FParent. Parent, a Delaware corporation, operates in three business areas: Entertainment, Publishing
and Consumer/Commercial Finance. Entertainment (Paramount Pictures Corporstion (“Paramount™),
Pamous Players~~Parent's Canadian theatre chain, Cinamerica—Parent's $0% owned domestic theatrs chain,
and Madison Square Garden) produces, finances and distributes motion plctures, television programming and
prerecorded videocassettes, and operates motion picture theatres in the United States and Canads and Madison
Square Garden Center in New York City, Paramount distributes its motion pictures for thestrical release
outside the United States and Canada through United Internationa! Pictures, & company jointly owned by
Paramount, MCA Inc. and MGM/UA Communications Company. Paramount distributes its home video
products outside the United States and Canada and operates foreign motion picture theatres through Cinema
International Corporation, B.V., & joint venture with MCA Inc. Publishing (Simon & Schuster, Preatioe Hall,
Pocket Books and Silver Burdett & Ginn) publishes hardeover and papsrback books for the general public,
publishes textbooks for elementary schools, high schools and calleges, and provides information services for
business and professions. Consumer/Commercial finance (Associstes Carporation of North Amerioa) provides
consumer and speclalized commercial fnance and related insurance sesvices. For the fiscal year cnded
October 31, 1988, Entertsinment accounted for 19 of operating income, Publishing/Information 23% and
Consumer/Commercial Finance 46%. The principal office of Parent is 15 Columbus Cirole, New York, New
York 10023.7780,

On April 9, 1989, Parent announoed that it would sell Associates First Capital Carporation (" Associates™),
its wholly ownad subsidiary through which Parent conducts its Consumer/Commercial Financial operations,
and change its namae to “Paramount Communications Ine.” Such oame change became effective on June §,
1989,

The name, business address, current principal cccupation or employment and citizenship of each of the
directors and exccutive officers of Parent and the Purchaser are pet forth in Schedule I hereto.

Set forth below is a summary of certain consolidated financial information with respect to Parent and
its subsidiaries for its fiscal years ended and as of October 31, 1988, 1987 and 1986, excerpted from financial
statements presented in Parent’s Annual Report on Form 10-K for the fiscal year ended October 31, 1938
filed with the Commission: and for the six months ended and as at April 30, 1989 and 1988, excerpted from

L
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TIME INCORPORATED
SELECTED FINANCIAL INFORMATION
mh Moathe
—_Mua', Yous Ended Doswrber 31,
B sw  om o0 s P bw
(In millions, except per thars amomnte)
Operating statement information:
Revenucs (l) EPteeer et Ise sl rennar 51'136 51.065 “.507 “.193 s3|762 33.404 33.067

Income before gain on partial sale of &

.\lb‘idhl?ru-aonn--un.”...... 49 66 289 2” 14’ m 216 'y

Gain on ial sale of a subsidiary,

nwmoum(ﬂ..ﬂ.....?..... - e -— - 21 = —_—
Net inoome (IX3) veovvrneeirvrneens. 49 66 289 250 376 200 216
Per share (Nlly diluted):

Income before gain on partial sale of

DAY «.oorsrrrere e 81 L3 S0l 418 236 L8 a3
Gain on partlal sale of s subsidiary,

ARAF nCOmE tARES (D) vienriin = = = — 39— —
Net income (1X3) ...cvveiiernnnnnns 87 L3 501 418 598 315 337
Dividends per common share (4) ,..... $ 25 § 25 $ 100 $100 $100 $ 100 §0.82
Ratlo of earnings to fxed charges (5) .. as 19 40 43 70 5.6 6.4~
Avm{e ghares outstanding (fully

diluted) .. ......, LISest b irsecnns 56.6 581 7.4 9.8 63.3 63.7 64,8
Balance sheet information:

Tﬂll assels V0020001000000 qR0P a0y “gm “.‘lz “'913 “im “.230 333072 sz."s
m“m dm PEdvearvaracteavr o l.4$9 l.l:’ l."s l.l" ”‘ “’ 383
Sharcholdens” equity ........o00uu..y 1410 $1272 81,359 $12¢8 $1.302 $1210 $1.032

Notus to The Company Belected Finaneial Information

(1) The Company purchased Scott, Foresman and Company (“Scott, Foresman™) on December 29, 1986 for
$340 million. Asuming that the acquisition had occurred at the beginning of 1985, unaudited pro forma
combined revenues, net income and camings per share would have been $3,939 million, $361 million and
$3.71, respectively, for 1986 and $3,573 million, $176 million and $2.76, respectively, for 1983,

) The initial public offering of 30 million shares of Class A Common Stock by the Company's subsidiary
ATC reulted in 3 pre-tax gain of $318 million.

(3 In 1986, the Company changed the rate of amortization of its pay-TV programming costs to more closely
reflect sudience viewing patterns. The effect of this change was 10 reduce programming costs by $33 million,
$58 million and $37 million, resulting in increasod net income of $36 milllon, $35 million and $31 million,
Or $.62 per thare, $.58 per share and $.49 per share, during 1988, 1987 and 1986, respectively.

(4) The 1984 dividend reflects an adjustment foe the divestiture of Temple-Inland Ine. (“Temple-Inland"™).
The total 1984 dividend an both the Company’s and Temple-Inland's common stock sRer the distribution
was $1.00

(%) Bamings are calculated by adding pretax income, interest expense, previously capitalized interest
amortized to expense and the Company's proportionate share of such items for its partially-owned
subsidiaries and 50%-owned joint ventures, and by deducting the Company's share of the undistributed
earnings of less-than-30%-owned companies. Fixed charges consist of interest expense, Interest capitalized,
the portion of rents representative of an interest factor and the Company's proportionate share of such
items for its partially-owned subsidiaries and 50%-owned joint ventures. On a pro forma bass, assuming
the Scott, Foresman acquisition had occurred at the beginning of 1986, the retio of earnings to fixed charges
for 1986 would have been 6.6,
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to its stockholders and the Commission and would make certain provisions of the Exchange Act, such as
the short-swing profit recovery provisions of Section 16(b) and the requirements of fusmishing a proxy statement
in connection with stockholders’ meetings pursuant to Section 14(a), no longer applicable to the Company.
If the Shares are no longer registered under the Eachange Act, the requirements of Rule 13e.3 under the
Exchange Act with respect to “going private” transactions would no longer be applicable to the Company.
Furthermore, the ability of “afiliates™ of the Company and persons halding “restricted securitios” of the
Company to dispose of such securities pursuant to Rule 144 promulgated under the Securitiss Act of 1933,
- s amended, may be impaired or eliminated. However, 10 long as any of the Company Debentures remain
registered under the Exchange Act, the Company would remain subject ta the requirements of the Exchange
Act with respect 10 the filing with the Commission of publicly available annual, periodic and certain other
reports and compliance with such reporting requirements would alleviate certain restrictions on sales of Shares
under Rule 144. If, as & result of the purchase of Shares pursuant to the Offer, the Company s no longer
required to maintain registration of the Shares under the Exchange Act, the Purchaser intends to oause the
Company to apply for termination of such registration. Sae Section 11.

The Rights curreatly are registered under the Exchange Act and are listed on the NYSE and the PSE,
but currently are attached to the outstanding Shares and are not separately transferable. The Purchaser’s
sommencement of the Offer may result in the occurrence of a Distribution Date and as soon as practicable
thereaficr, separate certificates for the Rights being sent to all holders of Rights and the Rights becoming
tranafcrable apart from the Shares. See Section 11. If the Distribution Date occurs and the Rights separate
from the Sharcs, the foregoing discussion with respect to the effect of the Offer on the market for the Shares,
stock exchange listings and Exchange Act registration would apply to the Rights in a similar manner. The
Purchaser is requesting the Company’s Board of Directors to redeem the Rights and is seeking in the Delaware
Litigation, among other things, an order requiring the redemption of the Rights. .

If segistration of the Shares iz not terminatad prior to the Proposed Merger, then the Sharca will be delisted
from all stock exchanges and the ragistration of the Shares under the Brohange At will be terminated following
the consummation of the Proposed Merger.

Margin Regulations. The Shares are presently “margin seouritics™ under the regulations of the Board
of Governors of the Federal Resarve System (the “Federal Reserve Board”), which have the offect, umong
other things, of allowing brokers to extend oredit en the collateral of such Shares, Depending on factors such
88 the number of holders of the Shares and the number and market value of publicly held Shares, following
the purchase of Shares pursuant to the Offer the Shares might no Jonger constitute “margin securitics” for
purposes of the Federal Reserve Board's margin regulations and, therefore, sould no longer be used as collateral
for loans made by brokers. In addition, If registration of the Shares under the Exchange Act were terminated,
the Shares would no longer constitute “margin securities™.

8. Cartain Information Concerning the Company, The Company is 8 Delaware corporation with its
principal executive offices located at Time & Life Building, Rockefeller Conter, New York, New York 10020,
According to information filed by the Compasy with the Commission, the Company's peincipal lines of
business are the publication of magasines, the publication of books, the distridbution of pay television
programming and the operation of cable televislon systsms.

The selected financia! information of the Company and lis consolidated subsidiaries set forth below hes
boen taken from the Proxy Statement, which states that such information has been derived from and should
be read in conjunction with the audited financial statements and other financial information contained in the
Company's 10-K and with the unaudited financial statements contained in the Company's Quartarly Report
on Form 10-Q for the flscal quarter ended March 31, 1989, Such fnancial information is qualified in its entizety
by reference to the Proxy Statement, such reports and all of the financial statements and relatad notes contained
therein. The S4 Registration Statement, which containg the Proxy Statement, and such reports may be
examined and copies may be obtained at the offices of the Commission in the manner sst forth below.
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make the Offer and the commencement of the Offer, the reported closing price on the NYSE Compozite Tape
for the shares was §126 per Share, according to published sources.

Stockbolders are urged to obtain a current market quotation for the Shares.

v According to the Company's 10-K. the Rights are listed on the NYSE aad the PSE, but are currently

attached to all outstanding Shares and may not be traded separatoly, As s result, the sale prices per Share

I : set forth above are also the high and low sale pricss per Share and assoclated Right during such periods. Upon

the occurrence of the Distribution Date, tha Rights are to detach, and may trade separately, from the Shares.

. See Section 11, As a result of the Purchaser’s commencement of the Offer cn June 7, 1989, the Distribution

I Date may be as early s June 17, 1989. If the Distelbution Date soours and the Rights begin to trade separately
from the Shares, stockholders are urged to btain & current market quotation for the Rights. )

7. Effect of the Offer on the Market for the Shares; Stock Exchange Listing; Exchange Act Registration

{ and Margin Regulations. The purchase of Shares pursuant to the Offer will reduce the number of Shares
that might otherwise trade publicly and, depending upon the number of Shares so puschased, could sdversely

‘ affect the liquidity and market value of the remasining Shares held by the public. The purchase of Shares

I pursuant to the Offer may also be expected to reduce the sumber of holders of Shares.

: Stock Exchange Listing. Depending on the number of Shares scquired pursuant to the Offer, the Shares
may no longer meet the requirements for continued listing on the NYSE, the PSE or the ISE, According to
the Proxy Statement, there were approximately 14,653 holders of record of Shares as of May 1, 1989. According
1o the NYSE's published guidelines, the NYSE would consider delisting the Shares if, among other things,
the number of holdery of 100 Shares or more were reduced to less than 1,200, the number of Shares publicly*
held (excluding those held by officers and directors of the Company, members of their immediate families
and persons owning 109 or more of the Shares outstanding) were reduced 1o less thaa 600,000 or the aggregate
market value of publicly held Shares were reduced to less than $3,000,000, According to the PSE’s published
guidelines, the PSE would consider delisting the Shares if, among other things, the number of publicly held
Shares (exclusive of holdings of management and other concentrated holdings) should fall below 100,000 or *
the number of record holders of Shares should fall below $00. The PSE would also consider delisting the Shares
if the number of record holders of at least 100 Shares should fall below 200 or the aggregate market value
of publicly held Shares (exclusive of management and other concentrated holdings) should fall below $300,000
for a six-month period. The ISE's published guidelines do not provide the criteria on which a dellsting of
tthhnmnmldhhud,hmmuthnmclsﬂmynayﬁmmdinsuchcim;mmultdmn
At cancel a listing of securities. In addition, if registration of the Shares under the Exchange Act were terminated
a8 described below, the Shares would no longer be eligible for listing on the NYSE or the PSE.

If, as & result of the purchass of Shares pursusat to the Offer or ctherwise, the Shares no longer meet
the requirements of the NYSE for continued listing and/or trading and such trading of the Shares were
s dhmﬁnudﬁomk«krﬁ-ﬁhm»uﬂhdwymIm.h-mnulmtboﬁmwmuom;w
’ u.aaannduummwnnwmxsn(wuammmmawmmcmpmyw
teek after the consummation of the Offer), it is possible that the Shares would trade oa another securities
cuhmporlathm-tbnounmmmdlhnpﬁuqmﬂmmldbempndbymchnehm
. through the National Aseoclation of Beourities Dealers Antomated Quotation System, or other sources. Such
trading and the availability of such quotations would, however, depend upon the number of siockholders
remaining at such time, the interest in maintaining a market in the Shares on the part of securities firms, the

possible termination of registration of the Shares under the Exchange Act, and other fctors.

uemmmwm«mummmnmwammm;maﬁmnde
pubnclywoﬂdhnwmdmuwbueﬁdﬂﬁuﬂmth.mtnpﬁufm.wwk&hﬂhyoﬁmm
of whether such reduction would cause future market prices 10 be greater or less than the Offer price.

Exchange Act Regisrration, The Shares and certaln debentures of the Company (the “Ccompany .
Debentures”) are currensly registered under the Exchange Act. Registration of the Shares may be terminated
upon application of the Company to the Commission if the Shares are not listed on a national securitics
exchange and there are fewer than 300 record holdery of Shares. Termination of registration of the Shares
under the Exchange Act would substantinlly reduce the information required to be furnished by the Company

|
I On June 6, 1989, the last full day of trading prior to the announcement of the Purchasas's inteation to
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The recelpt of cash pursuant to the Offer or the Proposed 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. Generally, a stockholder will recognize gain or loss in an amount equal to the difference between the
cash received and the stockholder’s adjusted tax basis in the Shares (together with the Rights). For federal
income tax purposes, such gain or loas will be s capital gain or loes if the Shares are a capital asset in the
hands of the stockholder, and a long-term capital gain or loss if the stockholder's holding period {s more than
one year as of the date the Purchaser accepts such Shares for payment pursuant to the Offer or the effective
date of the Proposed Merger, as the case may be. However, capital gains are currently taxed at the tame rates
as ordinary income. There are limitations on the deductibility of capital losses.

If the sale of Shares and Rights pursuant to the Offer occurs after the Distribution Date (and possibly
even if the sale occurs before such date) sad the condition relating to the Rights has not been sarisfled, the
cash recetved must be allocated between the Shares and Rights in proportion to their respective fais market
values and the tax treatment desoribed in the preceding paragraph will apply sepurately with respect 10 the
Shares and the Rights. It ls unclear, for this purpose, whether the holding period of the Rights Includes the
holding period of the Shares with respect to which the Rights were distributed, and whether, if not, such holding
period includes any period prior to the Disteibution Date.

For federal income tax purposes, it is unclear whether amounts received with respect to the redemption
of the Rights by the Company should be treated as additional consideration for the Shares or s a dividend
or other ordinary incomae.

Under certain circumstances, New Yaork State and New York City may imposs taxes (the “Tranafer
Taxes") on the gain or proceeds from the sale of Shares pursuant to the Offer or the Proposed Merger
attributable to real property of the Company or its subsidiaries in thoss jurisdictions. If any taxes are owing, *
the Purchaser expects that pursuant to the terms of the Proposed Merger Agreement the Company would
agree to pay any Transfer Taxes that might be owing as a result of the Offer and the Proposed Merger. By
tendering Shares, a stockholder is suthorizing the Purchaser or, if the Proposed Merger Agresmecut is entered
into, the Company to camplete and file any necessary tax forms or otherwise take action with respect to these
two taxes in connection with the Offer. The payment of any Transfer Taxes by the Company should have ~
no effect on the amount of galn or loss realized by any stockholder for federal income tax purposes.

6. Price Rauge of the Shares; Divideads. According to the Proxy Statement, the Shares are Ksted on
the NYSE, the Pacific Stock Exchange (the “PSE™) and the International Stock Exchange of the United
Kingdom and Republic of Ireland Limited (the “ISE™). The Shares are traded on the NYSE under the symbol
“TL". The following table sets forth, for the periods indicated, the reported high and low sale pricas for the
Shares on the NYSE Composite Tape and the amount of cash dividends paid per Share, all as reported in
published financial sources.

-

Cush
High  Lov Dividends

1997
Pirst Quarter ......c.000.0.s hiseresrienta Ny MO 28
mdmm“ Va0 90l (0 dbRaRsnuY e+ 00RO D ARNERPPIRNIAGOEODRDN ‘o'* '3” lzs
Third QUAMEr ... ..ovuvieeeoritertotieecssessosssaciosacees 116 95% .2
Fourth Quarter ........ 00 P A oG TG T 0 A T A W 5 10946 65% .29

1909
First Quarter ...........covivvurnaas CHTN VR L e o 9414 8% 24
wm IIIIII L N B ) IFE RN ENEE NN NN} I EREE N ENEREENEN] ‘w“ m ‘z’
Third Quarter..........., 5000080 R T TR0 O T, 117 93 23
Fourth QUAKEr ...uuiiersrorrsesssrroersssnnsssesssssasass 12 96 35

1589
First Quarter .....0..0 .., R eRE e T N T CE LT 1224 103% .28
Second Quarter (through June 6) .......co0vvvvveenanns 1384  112% .28

On March 3, 1989, the last full day of trading prior to the cxccution and delivery of the Warner Merger
Agreement and the publie announcement thereof, the closing price on the NYSE Composite Tape for the
Shares was $10944 per Share, according to published sources.
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Sheres or Rights of any particular stockholder whether or not similar defects or {rregularities are waived in
the case of other stockhalders,

The Purchaser’s interpretation of the terms and conditions of the Offer (Including the Latter of
Transmittal, the Letter of Transmittal Supplement and the instructions thereto) will be final and binding. No
tender of Shares will be deemed to have been validly made until all defects and irregularities have been cured
& or waived. None of the Purchaser, Parent, any of their afliates or assigns, if any, the Dealer Mansger, the
Depositary, the Information Agent or any other person will be under any duty to give notification of any
defects or {rregularities in tenders or incur any Hability for failuse w give any suoh notifioation.

a Other Requirements. A tender of Shares pursuant to any cne of the procedures described above will
constitute the tendering stockholder's acceptance of the terms and conditions of the Offer, as well as the
tendering stockholder’s representation and warranty that (a) such stockholder owns the Shaces (and associsted %
Rights) being tendered within the meaning of Rule 10b4 promulgatad under the Bxchange Act and (b) the
tender of such Shares and Rights complies with Rule 10b-4. The Purchaser's scceptance for payment of Shases
tendered pursuant to the Offer will constitute a binding agreement between the tandering stockholder and )
the Purchaser upon the terms and subject to the conditions of the Offer. 5

4. Withdrawal Rights, Except as otherwise provided in this Section 4, tenders of Shares and Rights
made pursuant to the Offer are irrevocable, Shares tendered pursuant to the Offer may be withdrawn at any
time on or prior to the Expiration Date and, unless theretofore sccepted for payment as provided herein, may
also be withdrawn at any time after August §, 1989. A withdrawal of Shares will also constitute & withdrawal
of the associated Rights. Rights may not be withdrawn unless the assacintad Shares are also withdrawn.

For a withdrawal to be effcotive, & written, telegraphic, telex or facsimile transmission notice of withdrawal*
must be timely reoeived by the Depositary at one of Ivs addresses set forth on the back cover of this Offer
to Purchass. Any sush notics of withdrawal must specify the name of the person who tendered the Shares
to be withdrawn, the number of Shares (o be withdrawn, and (If certificates for Shares have been tendered)
the name of the registered holder of the Shares as set forth in the certificate, if different from that of the person
who tendered such Shares. If certificates for Shares have been delivered or otherwise identified to the -
Depositary, then prior to the physical release of such certificates, the tendering stockholder must also subrmit

 the serial numbera shown on the pardcular certificates evidencing the Shares to be withdrawn and the signature
on the notlec of withdrawal must be guaranteed by an Eligible Institution, except in the case of Shares tendered
for the account of the Eligible Insivution, If Shares have besn tendered pursuant to the procedures for
book-cntry transfer set forth in Section 3, the notice of withdrawal must specify the name and number of
the account at the appropriate Book-Entry Transfer Facility to be credited with the withdrawn Shares and
otherwise comply with such Book-Entry Transfer Facility's procecure. Withdrawals of Shares may not be
rescinded, Any Shares properly withdrawn will be deemied not validly tendered for purposes of the Offer, but
may be retendered at any subsequent time prior to the Expiration Date by following any of the procedures
described in Section 3.

- All questions a3 10 the form and validity (acluding time of receipt) of notices of withdrawal will be
determined by the Purchaser, In its sole discretion, whose determination shall be final and binding. None of
the Purchaser, Parent, any of their afiliates or assigns, if any, the Dealer Maaager, the Depositary, the

» InfomdmAzmxamyothcmwlnhundeuydww.inmymﬁluﬁmumddmw
irregularities in any notice of withdrawa! ar incur any liability for fallure to give any such notification.

3. Certaln Federal Income Tax Consequences. The summary of tax consequences set forth below is
for general information oni + The tax treatment of each stockholder will depend in part upon his partioular
situstion. Special mmumtducﬁbdbuuhmlrhlppuubhumhnhmdmcm
wuch as financlal institutions, broker-dealers, persons who are not citisens or residents of the United States,
stockhaolders who acquired their Shares through the exerclse of an employes stock option or otherwise as
mmﬁmmdmwhommmuhmdmmmumau
STOCKHOLDERS SHOULD CONSULT WITH THEIR OWN TAX ADVISORS AS TO THE
PARTICULAR TAX CONSEQUENCES OF THE OFFER AND THE PROPOSED MERGER TO
THEM, INCLUDING THE AFPLICABILITY AND EFFECT OF ANY STATE, LOCAL AND
FOREIGN TAX LAWS.
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Notwithstanding sny other provision hereof, payment for Shares aocepted far payment pursuant to the
Offer will in all cases be made only after timely receipt by the Depaultary of certificates fot, ar of Boak-Entry
Confirmation with respect to, such Shares, certificates for, or a Book.Entry Conflsmation, if available, with
respect to the associated Rights (unless the Purchaser elects to make payment for such Shares pending recsipt
of the certificates for, or & Book-Entry Confirmation with respect ta, such Rights as described abave), s properly
completed and duly executed Letter of Transmittal (or facsimile thereof) and any other documents (which
N may include a Letter of Transmistal Supplement or facsimile thereof) required by the Letter of Transmittal
(or such Letter of Transmittal Supplement). Accordingly, payment may not be made 1o all tendering
stockholders at the same time depending upon when certificates for Shares (er Rights) or confirmations of
book-¢entry transfer of such Shares (or Rights, if available) into the Depositary's account at a Book-Entry
- Tramsfer Facility are actually recsived by the Depositary.

The method of delivery of Shares, Rights, the Latter of Trangmittal, the Letter of Tranamittal Supplement, ¥
if required, and any other required documents is at the option and sole risk of the tendering stoekholder,
I delivery Is by madl, registered mall with return receipt requested, properly insared, la recommended, In
all cases, sufficient time should be allowed to ensure timely dellvery,

“p

Back-up Federal Tux Withhoiding, Under the federal income tax lsws, the Depositary will be required
to witbbold 20% of tire amoust of any payments made to certain stockholders pursuant to the Offer. To prevent
backeup federa! incoms tax withholding on payments mads to cortain stockholders with respect to the purchase
price of Shares purchased pursuant to the Offer, each such stockholder must provide the Depositary with
hiy correct taxpayer identification sumber and certify that be is not subject to back-up federal income tax
witbholding by completing the Substitute Form W-9 included ln the Lstter of Tranamittal, See Instruetion 10
sst forth In the Lettor of Transmittal )

Appointmens as Proxy, By executing the Letter of Transmittal, a tendering stockholder irrevocably
appoints designees of the Purchaser, and each of them, as such stockholder's attorney-in-fact and proxies,
with full power of substitution, in the manner set forth in the Letter of Transmittal, to the foll extent of such
stockhoider's rights with respect to the Shares and ts tendered by such stockholder and sccepted for -
payment by the Purchaser and with respect to any and all other Shares or Rights and other securities or rights
issued or issuable in respect of such Shares and Rights on or after May 22, 1989, All such proxies shall be
considered coupled with an interest in the tendered Shares snd Rights. Such sppointment will be effective
when, and only to the extent that, the Purchaser accepts such Shares for payment. Upon such acceptance
for payment, all prior powers of attorney and prozies given by such stockholder with respect to such Shares,
Rights and such other securities or rights will be revoked, without further action, and n0 subsequent powers
of attorneys and proxies may be given (and, if given, will not be deemed effective) by such stockholder, The
designees of the Purchaser will be empowered 1o exercise all voting and other rights of such stockholder as
they in their sole diseretion may desm proper with respect to such Shares, Rights and other securities or rights
at any annual, special meeting of the Company’s stockholders, or any adjournment or postponement thereof,
o7 in connection with any sction that may be taken by consent in Ueu of any such meeting or otherwise. The

e Purchaser reserves the right to require that, in order for Shares and Rights to be valldly tendered, immediately

upon the acceptance for payment of such Shares and Rights, the Purchaser or its designee will be able to
exercise full voting rights with respect to such Shares, Rights and other securitien, including voting at any
» meeting of stockholders then scheduled. : :

1f at the time the Purchaser acoepts Sharea for payment pursuant to the Offer all material FOC Transfer
Approvals have not been obtained, and uatit such spprovals are obtained, the Puschaser shall designate the
Voting Trustee (es defined in Scction 16) as its designee for purposss of appointment 28 attorney-in-fact and
prowy by tendsring stockholders. _

Datermination of Validiry. All questions as 10 the form of documents and validity, eligibility (including
timo of receipt) and acoeptance for payment of any tender of Shares or Rights will be determined by the
Purchaser, in its sole discretion, whose determination shall be final and binding. The Purchaser reserves the
absolute right to rejoct any or all tenders, determined by it not 10 de in proper form or the acceptance of or
peyment for which may, in the opinion of the Purchaser’s counsel, be unlawful. The Purchaser also reserves
the absolute right to waive any of the conditions of the Offer or any defect or irregularity in any tender of

“
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the Book-Entry Transfer Facilities, but no assurance can be given that book-entry delivery of Rights will be
available. If book-entry delivery of Rights is available, the foregoing book-entry tsansfer procedures will also
upply to Rights. Otherwise, If separate certificates for the Rights have been lssued, 8 tendering stockholder
will be required 10 tender Rights by means of physical delivery to the Depositary of certificates for Rights
(n which event references in this Offer to Purchase to Book-Entry Confirmations with respect to Rights will
be inapplicable),

Delivery of docurments to a Book.Extry Transfer Facllity fn accordance with puch Book-Entry Transfer
Facllity's procedures does not constitute delivery to the Depositary,

Signature Guarantees.  Signatures on all Letter of Transmittal and, if required, Letter of Transmitral
Supplements, must be guaranteed by a member firm of & registered national securities exchange, 8 member
of the National Association of Sacurities Dealers, Ine. (the “NASD") or a commercial bank o trust company
baving an office, branch, agency or correspondent in the United States (collectively, “Eligible Institutions”),
unless the Shares and Rights tendered thereby are tendered (i) by the segistered holder of Shares and Rights
who has not completed either the box labeled “Special Payment Instructions” or “Spacial Delivery
Instructions” on the Letter of Transmittal or (ii) for the account of an Eligible Institution. See Instruction |
of the Letter of Transmittal, .

If the certificates evidencing Shares and Rights arc registered in the aame of a person other than the
signer of the Letter of Transmittal, or if payment is to be made to, or certficates for unpurchased Shares and
Rights are to be issued or returned to, a person other than the rogistered holder, then the tendered certificates
must be endorsed or accompanied by appropriate stock powers, in elther case signed exactly as the name or
names of the registered holder or holders appear on the certificates, with the signatures on the certificates
or stock powers guaranteed by an Eligible Institution as provided {n the Letter of Transmittal, See Instructions*
1 and § to the Letter of Transmitzal,

Guarantesd Delivery. 1f & stookhalder desires to tender Shares and Rights pursusnt to the Offer and
such stockholder's cartificates for Shares and/or Rights are not lmmediately available (lncluding because
certificates for Rights have not yet besn distributed by the Company) or time will not permit all required
documents to reach the Depositary on of peior to the Expiration Date, or the procedure for book-entry transfer
cannot be completed an s timaly basis, such Shares and/or Rights may nevertheless de tendered if all of the
following guaranteed delivery procedures are duly complied with: :

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

(i) a properly completed and duly executed Notice of Guaranteed Deltvery, substantially in
the form provided by the Purchaser, is recelved by the Depositary, as provided below, on or prior
to the Expiration Date; and

(1if) muutlﬂatuformmdwdnuumdformmu.hmfomfmm.au
Book-Entry Confiemation, together with & properly completed sod duly executad Letter of
Tnnuunﬂ(wnuimﬂnhnnt}.w_lthmynqﬁrddmmmu-md.ln.thmefm

"Thia Notice of Guaranteed Dellvery may be delivered by hand or tiansmitted by telegram, telesx, facsisnile
transmission or mail to the Depositary and must include a signatare guarantee by an Eligihle Institution in
the form set forth in such Notice of Guaranteed Delivery.

Following any redemption of the Rights, the guaranteed dclivery procedurs with sespect to Rights
certificates and the requiremant for the tender of Rights will no longer apply.
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required signature guarantees and any other required documents, must be recelved by the Depositary at one
of its addresses set forth on the back cover of this Offer to Purchase on or prior to the Expiration Date. In
addition, either (i) certificates representing such Shares and Rights muast be recsived by the Depositary along
with the executed Letter of Transmittal (or facsimile thereof) or such Shares and Rights must be tendered
pursuant to the procedure for booksentry transfer set forth below, and a Book-Entry Confirmation and the
executed Letter of Transmittal (or facsimile thereof) must be received by the Depositary, in each case on or
prior to the Expiration Date, or (ii) the guaranteed delivery procedure set forth below must be complied with.
Delivery of documents to & Book-Entry Transfer Facllity does not constitute delivery to the Depositary.

Unless the Rights ara redeemod, bolders of Shares will also be required to tender one Right for cach
Share tendered in ordar ta effect a valid tender of such Share. 1f saparate ocertificates for the Rights are not
lssued, & tender of Shares will also ccagtitute n tender of the associated Rights. Acoordingly, stockholders
who sell their Rights sepagately from thele Shares and do not otherwise moquire Rights may not be able to ‘
satisfy the requirements of the Offer for the tender of Shares.

If Rights certificates have been distributed o holders of Shares prior to the time Shares are tendered
pursuant 10 the Offer, Rights certificates representing & namber of Rights equal to the number of Shares
tendered must be delivered to the Depositary or, if available, 8 Book-Eatry Confirmation received, in order
for such Shares (o be validly tendered. If the Rights certificates have not been distributed prior to the time
Shases are tendered pursuant to the Offer, Rights may be tendered prior to a stockholder receiving the Rights
certificates by using the guaranteed delivery procedure described below. A tender of Shares constitutes an
agreement by the tendering stockholder to deliver Rights certificates representing & number of Rights equal
to the number of Shares tendered pursuant to the Offer to the Depositary within five business days after the
date Rights certificates are distributed. If Rights certificates are distributed, the Purchaser will deliver to,
stockhoklers Letter of Transmittal Supplements for use in connectlon with the tendering of Rights certificates.
The tendering stockholder should deliver Rights cartificates seceived subsequent to the date of tender of Shares
with a properly completed Letter of Transmittal Supplement (o facsimile thereof) with any required signature
guarantees and any other documents required by the Letter of Transmittal Supplement.

The Purchaser reserves the right to require that it receive such Rights cestificates, or a Book-Bntry -
Confirmation, if available, with respect to such Rights, prior to acoepting the related Shares for payment
pursuant to the Offer. Nevertheless, the Purchases will be entitled to nccept for payment Bhares tendered by
a stockholder prior to receipt of the Rights certifioates required 1o be tendered with such Shares oz, if available,
Boak.Entry Confiemation with sespect to such Rights and either (a) subject to complying with spplicable
rules and regulations of the Commission, withhold payment for such Shares pending reoeipt of the certificates
for, or a Book-Entry Confirmation with respect to, such Rights or (b) make payment for Shares accepted
for payment pending recsipt of the certifioates for, or, if available, Book-Entry Confirmation with respect to,
such Rights in reliance upon the guaranteed delivery procedures described delow, However, after expiration
of the pariod permitted by such gusrantesd delivery procedures for delivery of cectificates for, or, if available,
Book-Entry Confirmation with respect 1o, Rights (the “Rights Delivery Period"), the Purchaser may clect
to reject as invalid a tender of Bhares with respest to which certificates for, or, if available, Book-Entry
Confirmation with respect to, an equal sumber of Rights have not been received by the Depositary. Any
determination by the Purchaser to make payment for Shares in rellance upon such guaranted delivery

© procedures or, aftes expiration of the Rights Delivery Period, to reject a tender as invalid, shall by made in

the scle and absolute discretion of the Purchaser.

Book-Entry Tvansfer. The Depositary will establish acoounts with respect to the Shares st each
Book-Ratry Teansfer Pacility for purposes of the Offer within two business days after the date of this Offer
to Purchase. Any Anancial institution that is & participant in any of the Book-Eatry Transfee Faoility systems
may make book.entey delivery of Shares by causing & Book-Entry Transfer Facility to tranafer such Shares
into the Depasitary's account, in acoordanse with such Book-Eatry Tranafer Facility’s prooedures for such
teansfer. However, although delivery of Shares may be effected through book-entry tramefer into the
Depositary's account at 8 Book-Entry Transfer Facility, the Latter of Tranamittal (or facsimile thersof),
properly campleted and duly executsd, with any sequired signature guarantess and any other required
documents most, in any cass, be transmitted to and recelved by, the Depositary at one of its addresses set
forth on the back cover of this Offer to Purchase an or prior 10 the Bxplration Date, or the guaranteed delivery
procedure et forth below rust be complied with.




the Purchaser will purchase, by accepting for paymeat and will pay for all outstanding Shares validly tendercd
and not properly withdrawn on or prior to the Expiration Date as soon as practicable after the later to occur
of (i) the Expiration Date and (ii) the satisfaction or waiver of the conditions of the Offcr set forth in Section 14,
including without limitatian, the expiration or termination of the waitlng periods under the Hart-S¢ott-Rodino
Antitrust Improvements Act of 1976, as amended (the “HSR Act™) applicable to the Purchaser’s acquisition
of Shares pursuant to the Offer. See Saction 16. In all cases, payment for Shares purchascd pursuant to the
Offer will be made anly after timely receipt by the Depositary of (a) certificates for such Shares and, if
spplicable, certificates for the associated Rights, or timely confirmation (a “Book-Eatry Conflrmation™) of
the book-entry transfer of such Shares and, if available, Rights into the Depositary’s account at The Depository
Trust Company, the Midwest Securities Trust Company or the Philadelphis Depository Trust Company
(collectively, the “Book-Entry Transfer Faoilities”), pursuant 10 the procedures set forth in Sectlon 3, (0) the
Letter of Transmittal and, if required, Letter of Trunamittal Supplement (or facsimiles thereof), properly %
completed and duly executed, and (c) any other documents rexquired by the Letter of Transmiteal (or the Letter
of Transmittal Supplentent). For a description ef the procedures for tendering Shares pursuant to the Offer,
ace Sactiom 3,

In addition, the Purchaser expressly reserves the right, in its sole discretion, to delay the acceptance for
payment of, or payment for, Shares in order to comply in whole of in part with any applicable law. See «
Sectlon 16, Any such delays will be effected in compliance with Rule 14e-1(c) under the Securities Exchange
Act of 1934, as amended (the “Exchange Act™), which requires that a person who makes a tender offer pay
the consideration offered or return tendeted securities promptly after the termination or withdrawal of a tender
offer. ~

For purposes of the Offer, the Parchuser will be desmed to have acoepted for payment, and thereby,
purchased, Shares validly tendered and not withdrawn as, if and when the Purchaser gives cral or written
notice to the Depositary of the Purchaser’s sccsptance of such Shares for psyment pursuant to the Offer, In
oll cases, upon the terms and subject to the conditions of the Offer, payment for Shares purchased pursuant
to the Offer will be made by depasit of the purchase prioe therefor with the Depositary, which will act as
agent for tendering stockholders for the purposs of receiving payment from the Purchaser and transmitting _
payment to validly tendering stockholders. Under no elroumstances will Interest on the purchase price for
Shares be paid by the Purchaser by reason of any delay n making such payment, X, for any reason whatsoever,
acceptance for payment of or paymant for any Shares tendersd pursuant to the Offer is delayed, or the Purchascr
is unable to sccept for payment or pay for Shares tendered pursuant to the Offer, then, without prejudice
to the Purchaser's rights set forth herein, the Dopositary may, nevertheleas, on behalf of the Purchaser and
subject to Rule 14e-1(c) uader the Exchangs Act, retain tendered Shares and such Shares may not be withdrawn
except to the extent that the tandering stockholder ia entitled to and duly exercises withdrawal rights as
described in Saction 4.

If any tendered Shares are not purchased pursuant to the Offer for any reason, or if certificates are
submitted evidencing more Shares than are tendered, certificates for such unpurchased or untendered Shares
and the amociated Rights will be returned, without expenss to the tendering stockholder (or, in the case of
Shares or Rights delivered by book-entry transfer into the Depositary’s account at a Book-Entry Transfer
Facility, such Shares or Rights will be credited to an account maintained within such Book-Entry Transfer
Facility) as promptly as practicable following the expiration, termination or withdrawal of the Offer.

I, om or prior to the Expiration Date, the Purchaser shall increase the consideration offered to stoskholders
pursuant to the Offer, such increased consideration shall be paid to ell holders of Shares that are purchased
pursuant to the Offer, whether or not such Shares were tendered pelor to such increass in consideration.

The Purchaser reserves the right to transfer or anign, in whole or from time to time in part, to one or
more of Parent'y subsidiaries or affiliates the right to purchase Shares and the sssociated Rights tendered
pursuant to the Offer, but any such transfer or asignment will not setieve the Purchaser of its obligations
under the Offer o¢ prejudios the rights of tendering stockhalders 1o receive payment for Shares valldly tendered
and acospted for payment pursuant to the Offer,

3. Procedure for Teadering Shares and Rights,

Valld Tender. Except s set forth below, for Shares and Rights to be validly tendered pursuant to the
Offer, the Letter of Transmittal (or a facsimile thereof), properly completed and duly executed, with any




Parent has received a commitment letter from Clibank, N A, (“Citidank'") committing it to lend to Parent

and/or one or more direct or indirect subsidiaries of Parent, on a senior dasis, 51 billion of the Financing

i and to use Its best efforts, but without apy obligation 10 underwrite a syndication, to arrange a syndicate of

i lenders to provide the balance of the senior bank facilities of $13 dillion which will be sequired to consummate

the Offer and the Proposed Merger. Cltibank has stated In |ts commitment letter that it is highly confident

. that it will be ablc to arrange the balance of the Financing, See Section 12 for & description of the Financing,
including the terms and conditions set forth in Citibank's commitment letter.

The Purchaser expressly reserves the right to waive any one or more of the conditions to the Offer. See
Sections 11, 14 and 18,

In the event that the Offer is not consummated, the Purchaser currently intands to axplors all options
which may be available to it, which may include, without limitation, seeking to soquire additional Shares Y
through open market purchases or privately negotisted trangactions, which may be at 8 price more or lese
than the price to be paid pursusnt ta the Offer.

This Offer to Purchase and the Letter of Tranamittsl coatain important information which should be }
read carefully before any declsion Iy made witk respect to the Offer,

THE TENDER OFFER

1. Terms of the Offer. Upon the terma and subject to the conditions set forth in the Offer (moluding,
if the Offer is extended or amended, the terms and conditions of any such extension or amendment), the
Purchaser will accept for payment and thereby purchase sll outstanding Shares validly tendered os or prior
to the Expiration Date (as hereinafter defined) and not withdrawa in accordance with the procedures set forth
in Section 4 of this Offer to Purchase. The term “Expiration Date” means 12:00 Midnight, New York City
time, on Wednesday, July 8. 1989, unless and until the Purchaser, in its sole discretion, shall have extended
the period of time for which the Offer lo open, in which event the term “Expiration Date” shall mean the
Iatest time and date at which the Offer, ss 50 extended by the Purchaser, shall expire.

This Offer {s conditioned upon, among other things, satisfaction of sach of the conditions set forth above =
In the Introduction to this Offer to Purchase, as well ag the conditions described (n Section 14,

The Purchaser reserves the right (but shall not be obligated), in accordance with applicable rules and
regulations of the Commission, to waive any or all of the conditions to the Offer. If, by the Expiration Date,
any of such conditions have not been natisfled, the Purchaser reserves the right to () decline to accept for
payment or pay for any Shares tendered, terminate the Offer and return all tendered Shares 10 tendering
stockholders, (b) extend the Offer and, subject to the withdrawal rights set forth in Section 4, retain all tendered
Shares until the expiration of the Offer as extended or (c) waive such unsatisfled condition or conditions and,
in accordance with applicstie law and subject to giving sufficient notios to stockholders pursuant to the Offer
and in compliance with applicable rules and regulations of the Commission, accept for payment and pay for
all Shares validly tendered. See Section 15,

A In s published release, the Commission has stated that im its view a tender offer must remain open for
a minimum perlod of time following a material change In the terma of the offer and that the waiver of a material
condition is a material change in the tarms of the offer. The release states that an offer should remain opea
for a minimum of five business days from the date a material change Is first published, sent or givea to seourity
holders, and that, if material changes are made with respedt to information that spprosshes the significance
of price and share levels, » minimum of ten businses days may de required to allow for adequate dissemination
and investor respanse.

A roquest is being made to the Company for the use of the Company's stockholder list, 1ist of non-objecting
benefleial owners and security position listings for the purpose of disseminating the Offer to holders of Shares.
This Offer to Purchase and the related Letter of Transmittal and, if required, the Letter of Transmittal
Supplement and other relevant materials will be mailed to record holders of Shares and will be furnished to
brokers, dealers, commercial banks, trust companies snd similar persons whose names, or the names of whese
somiaces, appear on the stockholder Hsts or, i applicable, who are listed as participants in 8 clearing agency's
security position Histing for subsequent ransmirtal to beneficial owners of Shares by the Purchaser.

2. Acceptance for Payment and Payment. Upon the terms and subject to the canditions of the Offer
(including, if the Offer is extended or amended. the terma and conditions of any such extension or amendment),

7
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If an Acquiring Person (as defined in the Rights Agreement) acquires from the Company certain securities
or any person becomes the beneficial owner of 20% or more of the Shares, each Right entitles the halder
to purchase for $300 an amount of preferred stock of the Company having & market value of $600. If the

Company merges with an Acquirin

g Person and the Company is the surviving corporation and all the Shares

remain outstanding and unchanged, each Right entitles the holder to purchase for $300 & number of Shares

having a market value of $600.

The terms of the Rights and the Rights Agreement are described in more detail in Section 11.

Based on publicly available information, the Purchaser believes that the Rights are not exercisable at
this time, that separate certificates evidencing the Rights have ot been lasued and that the Rights are evidenced

by the certificates for the Shares,

The commencement of the Offer on June 7, 1989 would result in the

Distribution Date being June 17, 1989, unless prior to such date the Company's Board of Directors redeems
the Rights or amends the Rights Agreement to delay the Distribution Date

The Purchaser believes that, under the clscumstances of the Offer and under applicable law, the Board
of Directors of the Company s obligated by its fiduciary responsibilities to redeem the Rights in order to
allow the Compaay's stockholders the opportunity 1o tender their Shares and seceive the consideration offered
pursuant to the Offer. Accardingly, the Purchaser Is requesting the Company’s Board of Directors 10 redeem
the Rights to permit the acceptance for payment of Shares pursuant to the Offer. As described In Sections
11 and 16, the Purchaser 3 seeking in the Delaware Litigation, among other things, an order requiring the
Board of Directors of the Company to redeem the Rights, : )

Unless the Rights are rodesm
Share tendered In order to effect a
issued, o tendar of Shares will also

dhldndﬂh:uwﬂdnhnﬂrdbhdwuu%ﬂwmh
valid tencer of such Share, If separate certificates for the Rights are not
canstitute a tender of the sesoslated Rights, If ssparata Rights certificates

are dlstributed, the Purchaser will deliver to stockholders Lettes of Transmittal Supplements (the “Letter of
Transmittal Supplements”) for use in cannection with the tendering of Rights certificates. S0¢ Sections 1 and 3.

Section 203,  Consummation of the Offer is subjoet to, among other things, the Purchaser being satisfled,
hihnhﬂlmﬂomﬁlllﬂamﬂudhOﬂa.!uﬁumdmnchmhwvauldmt prohubit
fwmuﬂudnfﬂm,uhmwmmmuhhmaﬂmmi«»mm with
respect to, a merger or other business comblination lavolving the Company or any of {ts subsidiaries and any

Section 203 of the Delaware Law (“Section 203") provides that, subject to a number of exceptions, &

Delaware corporation may not engage

three years following the date that

in any “business combination” with an “interested stockholder” for
such stockholder became an “interested stockholder” unless (1) prior to

the date that the stockholder becomes an interested stockholder, the board of directors of the corporation
approves the business combination or the transaction which resulted {n the stockholder becoming an interested
stockholder, or (2) upon consummation of that transaction, the interested stockholder owns at lesst 85% of
the voting stock outstanding at the time the teansaction commenced (excluding for this purpose those shares
Wndbyﬂmwhmoﬁmdlhmﬂmmdhywmmmhwhichmployu

participants do not have the right

ndmmmny-wmmmnmwm plan will

be tendered in the offer), or (3) on or subsequent o the date the interested stockholder becomes an interested
stockholder, the business combination is approved by the board of directors of the corporation and authorized

8t an annual of special meeting of

stockholders by the afirmative vote of at Jeast 6634% of the outstanding

voﬂn;nnekwhhhhnmmdbytholnmmckholde.An“intumdlwckholdu"hdeﬂndua
mcwdnzIS%wmdammimmw:mmM”mmdudc

The Purchaser belicves that the exception to the restrictions on business combinations contained in Section
203(0X6) is applicable to the Offer and the Proposed Merger. By its 1erms, Section 203 will not apply to a
business combinatioa proposed after the corporadon’s board of directors has approved s merger of the
vorporation with another party. The Purchaser believes that the approval by the Company’s Board of Directors
of the proposed Warner Merger s the sort of action contemplated by Section 203(b)(6), and that the restrictions
oa business combinations contained in Section 203 are accordingly inapplicable. In the Delaware Litigation,
the Purchaser 19 sesking, among other things, declaratory rellef to this effect, or, in the alternative, an order
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to or endorse sny takeover proposal.” Notwithstanding the Black-out Provision, the Warmner Merger

* Agreement goes on to provide that if “(x) any person acquires securities representing 10% or more . . . or

commences & tender or exchange offer following the successful consummation of which the offeror and its
affiliates would beneficially own securities representing 25% or more . , . of the voting power of [the Company]
.. and (y) at any time prior to the approval of [the Warner Merger) Agreement by the stockholders of the
(Company] . . . the Board of Directors of [the Company), acting with the advice of the [Company's] counsel
and investment bankers, determines that it is in the best interest of the [Company's] stockholders to take.
or seek to take, one or more actions in response to such [acquisition of shares or tender or exchange offer]”
then, the Company may take certain actions otherwise prohibited in the Warner Merger Agreement, provided
that the Board of Directors of the Company may not “take any such action until after reasonable notice to
and consultation with [Wamer] with respect to such action and that such Board of Directors shall continue
to consult with [Warner] after taking such action and, in sddition ., . (A) if the [Company) receives any takeover
proposal , . . from sny person other than [Warner), then [the Company) shall pramptly Inform (Warner] of
the terms and conditions of such proposal and the identity of the person making it and (B) the [Company]
shall not take any action to salicit, encourage or otherwise facilitate any takeover proposal from any persan
other than [Warner], except after reasonable consultation with [Warner).”

To the extent the Company is free to do so without violating the terms of the Warner Mesger Agreement,
the Puschases will seck to negotlate with the Company and currently intends to offer 1o enter into a definitive
mesger agrecment with the Company (the “Proposed Merger Agreement™) which would provide for
consummation of the Offer and the Proposed Merger, Soe Sections 10 and 11,

Conditions to the Offer .
The Offer is subject to the fulfiilment of & number of conditions, including the following:

Minimum Number of Shares. Cousummation of the Offer is subject to, among other things, there belag
validly toudered and not withdrawn prior to the expirstion of the Offer at least a majority of the total number
«M.Mu.mmnmmtmmmmworﬁuam

The Proxy Statement recites that us of May 1, 1989, there were 56,977,150 Shares outstanding, snd an
additional 7,652,484 Shares reserved for outstanding stock plans. Assuming that no Shares (other than those
resarved on May 1, 1989) were issued after such date and all reserved Shares were reserved for outstanding
options or rights, the Minimum Number of Shares would be 32,314,818,

If the Purchaser beneflolally ewns 90% or more of the outstanding Shares after consummation of the
Offer, the “short form”® merger provisions of the Delaware Law would permit the Proposed Merger to occur
without the vota of any of the Company’s other stockholders and without action by the Company‘s Board
of Directors. If a “sbort form” merger it available under the Dslaware Law and the couditions of the Offer
have been satisfed, Parent expects to cause the Puschaser or a subsidisry of the Purchaser to consummate
a "“short form™ merger of the Purchaser or one of its affilistcs with the Company. See Secdon 11.

Prefurred Stock Purehase Rights. Consummstion of the Offer ls subject to, among other things, the
Purchaser being eatinfied, In its sole discretion, that the Rights have besa redeemed by the Board of Directors
of the Company or have been (avalldated or are otherwise inappiisable te the Offer and o merger or other
business comhinstion involving the Company and amy sffiliate of Pavent. -

According 10 the Prozy Statement and the Company’s other public flings, the Company distributed a
dividend of one Right for each outstanding Share to stockholders of record at the close of business on April 29,
1986 and provided for the lssuance of one Right with each Share issued between April 29, 1986 and the earliest
of the Distribution Date (a8 defined in the Rights Agresment) and expiration or redemption of the Rights.

In certain circumstances described in Section 11, the Rights will basame exarcisable on the Distribution
Date and separate certificates evidencing the Rights will be distributad as soon as practicsble thereafter by
the Rights Agent. However, prior to the Distribution Date, the Rights Agreement may be smended to delay
the Distribution Date and, until such later date, no separate certificates will be distributed.

Upon the oocurrence of certaln acquisidon transactions, including the acquisition of the Company
pursuant to a merger or other business combination, each Right entities the holder to purchase for $300 an
amount of common equity of the acquiring person (or one of its affiliates) having a market value of $600.
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consummation of the Warner Maorger will own securities representing approximately 62% of the outstanding
vating power of the Company following consummation of the Warner Mezger,

The obligations of the parties to effect the Warner Merger are subject to s number of conditions, including
approval of the Warner Merger Agreement by the stockholders of Warner at a special meeting to be held
for that purpose and by the Company's stockholders at its 1989 Annual Mesting of Stockholders. According
to the Proxy Statement, the Company has scheduled its Annual Meeting for June 23, 1989 and set the record
date for voting at such meeting at May 1, 1989, Consummation of the Warner Merger is also subject to obtaining
certain regulatory approvals.

This is not a solieitation of proxdes, and stockholders are requested mot to send 10 the Purchager, Parent
or thelr affiliates any proxies in connection with the Warner Merger Agreement,

The Company and Wacner also entered into & Share Exchange Agreement dated as of March 3, 1989
(the “Share Exchange Agreement™), pursuant to which (1) Wamer agreed to issue and deliver to the Company
at the closing of the Share Exchange A greement 17,292,747 shares (the “Warner Exchange Shares™) of Warner
Comman Stock and (ii) the Company agreed to Issue and deliver to Warner (x) at such closing 7,080,016
Shares (the “Company Exchange Shares™) and (v) immediately prior to the consummation of the Warner
Merger, 961,111 additional Shares, subject to possible adjustment, including the aseociated Rights. According
to the Proxy Statement, the Warner Exchange Shares represent approximately 9.4% of the outstanding shares
of Warner Common Stock and the Company Exchange Shares represent approximately 11.19 of the
outstanding Shares, in each case after giving effect to the proposed exchange. As ariginally executed, the closing
under the Share Exchange Agreement was to take place on the first business day following the satisfaction
or waiver of the conditions to the obligations of the parties (which primarily related to required waiting periods,
regulatory approvals and stock exchange listing.) g

On April 12, 1989, the Company disclosed that the Commission had advised it and Warner in connection
with the Commission's preliminary review of the proxy materials filed with respect to the Warner Merger
that, la the Commission's view, the exchange of shares contemplated by the Share Exchange Agreement would
preclude pooling of interests accounting treatment for the Warner Merger. The Company and Warner then
entered into Amendment No. 1 dated May 3, 1989 to the Share Exchange Agreement, which provides that
the closing thereunder will occur, subject to the satisfaction or waiver of the closing conditions, on the earlier
of Pebruary 28, 1990 and the fifth business day following the giving of written notice subsequent to the
oecurrence of & Trigger Bvent (as defined in the Warner Merger Agreement) by eithes party to the other party
of its election 10 cause the closing thereunder to occur, A “Trigger Event” is defined in the Warnes Merger
Agreement 10 ocour in the event that any person acquires securities representing 10% or more, or commences
& tender or exchange offer following the successful consummation of which the offeror and its afflistes would
beneficially own securitics representing 25% or mare, of the voting power of the Company or Wamner, The
amended Share Exchange Agreement also provides that, notwithstanding the foregoing, if the required
approval of the Warner Merger by the stockholders of the Company or Warner shall not have been obtained
by reason of the failure to obtain the required vote at a duly held meeting of stockholders and the exchange
humpmlouﬁymod.thmmhchdnuhﬂmmmt to the Share Exchange Agreement.

Amgmmmmmm.mc@mwanwmmmmmnmz
“with 2 view towards and in furtherance of the partice’ commitment to the conswmmation of the [Warner]
Mm."'l‘blhuehmbclhvuthn&cMWpAmﬁum&dﬂ,mmmmt
purpose and is designed unlawfully to “leck up” the proposed Warner Merger in violation of the rights of
the Company's stockholders. On June 7, 1989, the Purchaser commenced litigation (the “Delaware Litgation™)
Inllucnund‘dsmwydMMde(mmmwﬂwmmmy.mmm
thﬁmummmwMﬂh;mmm;mdmmtm
Share Exchange Agreement is null and void and an onder enjoining sny steps 10 implement ft.

As part of the Warner Merger Agresment, the Company has agroed to s blsck-out provision (the
“Black-out Provision"), pursuant to which #t will not, nor will it permit any of its subsidiaries to. nor will
it “authorize or permit any of its officers, directors or employess or any investment banker, financial advisor
++ « BttOMAey, Bccountant or other representative retained by it or any of its Subsidiaries to, solicit or encourage
(Including by way of furnishing information), or take any other action 10 facilitate, any inquities or the making
of any propotal which constitutes, or may reasonably be expected to lead to, any takeover proposal, or agree
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To All Holders of Shares of Common Stock (Including the Asgsociated
Preferred Stock Purchase Rights) of TIME INCORPURATED:

INTRODUCTION

KDS Acquisition Corp., 2 Delaware corporation (the “Purchaser”) and an indirest wholly owned
subsidiary of Paramount Communications Inc., 8 Delaware corporation, formerly named Qulf+ Western Inc.
(“Parent"), hereby offers to purchase all outstanding shares of Common Stock, par value $1.00 per share (the
“Shares™), of Time Incorporated, & Dalawass oorporation (the “Company™), including the sasociated Preferred
Stock Purchase Rights (the “Rights™) at & price of $178 per Shase, nct to the seller in cash without interest
thereon, upon the terms and subject to the conditions sct forth in this Offer to Purchase and in the related
Letter of Tranamittal (together with any supplement thereto, the “Latter of Transmittal™, and which, wogether
with the Offer 10 Purchage, constitutes the “Offer"). Unless the context ocherwise requires, all references 10
Shares shall include the associated Rights lssued pursuant to the Rights Agreement dated April 29, 1986,
s amended In January 1989 and May 1589 (as so amended, the “Rights Agreement”) berwesn the Company
and Morgan Guaranty Trust Company of New York, as Rights Agent (together with lis successor, Morgan
Shareholder Services Trust Company, the “Rights Agent™). All references to the Rights shall include all
benefits that may inure to holders of Rights pursuant to the Rights Agreement.

Tendering stockholders will not be obligated to pay brokerage fees or commissions or, except as set forth
tn Instruction @ of the Letter of Tranamittal, stock transfer taxes on the puschase of Shares pursuant to the
Offer. The Purchaser will pay all charges and ex of Morgan Stanley & Co. Incorporated, as Dealer
Manager (the “Dealer Manager™), Cltibank, N.A. (the “Depositary™) and Kissel-Blake Inc. (the “Information
Agent”) {ncurred in connection with the Offer. Sce Section 9 for sdditional information concerning thes
Purchaser and Pareat. .

The Offer is subject to the terms and conditions set forth herein, including the conditions set forth in
this [ntroduction and Section 14.

The purposc of the Offer is to cnable Parent and the Purchaser to acquire control of, and the entire equity
interest in, the Company, The Purchaser intends 1o propose and seek to have the Company, as soon as
practicable following consummation of the Offer, consummate & merger or similar business combination (the
“Proposed Merger") with the Purchases or another divect or indirect subsidiary of Parent, pursuant to which
cach then outstanding Share (other than Shares owned by the Purchaser or any of its tes, Shares held
in the treasury of the Company, and Shares owned by stockholders who perfect any available appraisal rights
under the General Corporation Law of Delaware (the “Delsware Law™)) would be convested into the right
to receive an amount in cash equal to the price per Share paid in the Offer. Certain provisions of the Company's
Restated Ceruificats of Incorporation (the “Charter™) and the Delaware Law, and certain terms of the Rights,
us well s other maters described herein will affect the ability of the Purchaser to obtsia control of the Company
and to consummate the Proposed Merger, Accordingly, the timing and other terms of the Proposed Merger
will necessarily depend upon a variety of factors and legal requirements, including those described herein.

The Warner Transaction

According to the Registration Statement on Form S-4 (the “S-4 Raglstration Statement™) of the Company,
filed with the Securities and Exchange Commission (the “Commission") on May 23, 1989, and the Joint Proxy
Statement (the “Proxy Statsment”) of the Company and Warner Communications Ino. (*Warner”) ineluded
therein, the Company, TW Sub Iae., s wholly ownad subsidisry of the Company (“Merger Sub”) and Warner
executed an Agreement and Plan of Merger datad ns of March 3, 1989 (as amended and restated ns of May 19,
1989 (the “Warner Merger Agreement™), providing foe the merger (the “Warner Merger™) of Merger Bub
with and into Wamer. Upon consummation of the Warnes Merger, the Company is 10 be renamod Time Warner
Inc. and Warner would become a whally cwned subsidiary of Time Wamer Ino. Pussuant to the Wamer
Moerger, each share of Warner comman stack, par value $1.00 per sbare (the “Wamer Common Stook™), is
proposad ¢0 be converted into the right 10 recsive 0.468 of a share of common stock of Time Warner Ine.
(and a corresponding percentage of a Right), subject under certaln ciroumstances to downward adjustment,
Each share of Series B Preferved Stock of Warner (“Warner Preferred Stock™) ls proposed to be converted
into the right to receive one share of a substantially similar serles of Time Wernaer Inc. preferred stock pursuant
to the Warner Merger. According to the Proxy Statement, the stookholders of Warner immediately prior to
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IMPORTANT

Any stockholder desiring to tendaer all or any portion of his Shares (and the assoctated Preferred Stock
Purchage Rights (the “Rights") should sither (a) complete and sign the Letter of Tranamittal (or o facsimile
thereof) in accordance with the tnatructiond in the Letier of Transmittal, matl or deliver it and any other

doouments to the Depositary and elther dellver the certificates for such Shares and, if applicabls,
Rights to the Depositary along with the Letter of Transmittal or deliver such Shares and, if applicable,
Righta pursuant to the procedure for book-enéry dmufa‘;:iaﬂh in Segtion S (tn the case of Rights, only
if such procsdures are availabls) o» (b) request his brokor, , commercial bank, trust company or other
nomines o offect the transaction for him. A stookholder whose Shares and, if applicabls, Rights are
registered in the nama of a broker, dealsr, commarcial bank, irust company or other nomines must contact
such person if he desires to tender Ms Shares and, Vmﬁﬂﬂbkﬂlﬁr ¥

Unless the Rights have bean redssmed, stockholdsre will also be required to tender one Right for each
Share tendered in order 10 effect a valld tendar of suck Shore If separate certificates for the Rights are
not issued, o tender of Shares will also conatituts a tander of the associated Rights.

A stockholder wha dasiras io tender his Shares and whose certificates for suck Shares and, if applicadle,
Rights are not immediately availabls or who eannot comply with the procedure for book-sniry transfer
on a timasly basis, may temder such Shares and, if applicadls Rights by fellowing the procedures fOr

delivery sst forth in Section &

Questions and requests for assistanca may be directed bo the Information Agent or the Dealer Manager
at their respestive addresses and telophons numbers as set on the back cover of this Offer to Purchase.
Addd copies of this Offer to Purchass the Latiar of Transmittal and other tender offer materials
may be obtain:c‘if»m the Information Agent as set forth on the back cover of this Offer to Purchase and
wiil bs furnished promptly at the Purchaser's sxpense. b

h




UfYer 1o Purchase tor Cash

All Outstanding Shares of Common Stock
(Including the Associated Pre!ened_ Stock Purchase Rights)

of
Time Incorporated

at
$175 Net Per Share
by -
KDS Acquisition Corp. '

: : an indireot wholly owned subsidiary of

Paramount Communications Inc. P

THE OFFER AND WITHDRAWAL RIGHTS WILL EXPIRE AT 12:00 MIDNIGHT,
NEW YORK CITY TIME, ON WEDNESDAY, JULY 5, 1989, UNLESS EXTENDED.

THE OFFER 18 CONDITIONED UFPON, AMONG OTHER THINGS, (A) THERE BEING VALIPLY
TENDERED AND NOT WITHDRAWN PRIOR TO THE BXPIRATION OF THRE OFFBR AT LEAST A
!LYORITY OF THE TOTAL NUMBER OF OUTSTANDING SHARES OF COMMON STOCK ON A FULLY
DILUTED BASIS, AND (B) THE PURCHASER BEING SATISFIED, IN ITS SOLE DISCRETION, THAT (1)
THE PREFERRBD STOCK PURCHASE RIGHTS HAVZ BEEN REDEEMED BY THE BOARD OF
DIRECTORS OF THE COMPANY OR HAVE BEZN IN VALIDATED OR ARE OTHERWISE INAPPLICA.
8LE TO THE OFFER AND A MERGER OR OTHER BUSINESS COMBINATION INVOLVING THE

MAJORITY STOCKHOLDER APPROVAL WITH RESPECT T0, A MERGER OR OTHER BUSINBSS
COMBINATION INVOLVING THE COMPANY OR ANY OF ITS SUBSIDIARIES AND ANY AFFILIATE OF
PARAMOUNT COMMUNICATIONS INC, (3) THE DISCRIMINATORY VOTEREQUIREMENT OF ARTICLE
V OF THE COMPANY’8 RESTATBD CERTIFICATE OF INCORFORATION IS INAPPLICABLE TO THE
OFFER AND A MERCER OR OTHER BUSINESE COMBINA TION INVOLVING THE COMPANY AND ANY
AFFILIATE OF PARAMOUNT COMMUNICATIONS IN C, (4) ALL MATERIAL FCC LICENSE TRANSFER
APPROVALS AND ALL A.PPROVAL% CONSENTS AND FRANCHISE TRANSFERS RELATING TO THE

» IN THE AGGREGATE, (3) THR AGREBMENT AND PLAN OF MERGER AMONG TRE COMPANY, TW SUB

T0 THE EXCHANGE OF SHARES, AND (7) THE PURCHASRER HAS ORTAINED SUFRICIRNT FINANCING
TO BENABLE IT 10 PURCHASE THE SHARES SOUGHT IN THE OFFER, T0 REFINANCE CERTAIN
INDEBTEDNESS OF THE COMPANY, ITS SUBSIDIARIES AND PARANOUNT COMMUNICATIONS INC.,
AND TO FAY RELATED FEES AND EXPENSES. THE OFFER 18 ALSO SUBJECT TO OTHER TERMS
AND CONDITIONS. 9BB THE INTRODUCTION AND SECTIONS 1 AND 14,

(Continwed on next page)

The Dealer Manager for the Offer fa:

MORGAN STANLEY & CO.

Incorporated

. June 7, 1989



