Philip Morris Companies and Kraft, Inc.

John M. Richman, the chairman and chief executive officer of Kraft, Inc., concluded
his October 23, 1988, letter to shareholders as follows:

We deeply regret the dislocation and hardships that the [restructuring] plan we contemplate
will cause, and we will seek to ameliorate these hardships as much as possible. We know
that our sharcholders, employees, customers, suppliers and communities recognize that
today's situation is not of our making. Rather it is the product of current era investment
policies and financial attitudes that favor short-term financial gratification over steady,
long-term growth and the need to provide a sound economy for future generations.

It will take several years, but with the history and traditions of Kraft and the dedication
of Kraft people, we are confident that we will rebuild Kraft to the leading position it

occupies today.

The letter announced a radical restructuring of Kraft in response to a hostile tender offer
by Philip Morris Companies: $90 per share in cash for all of Kraft’s outstanding com-
mon stock. The offer had been announced just five days earlier, on October 18, 1988.

*

Kraft, Inc.
In 1987, Kraft was known for such brand names as Miracle Whip, Seven Seas, and

Kraft salad dressings; Kraft mayonnaise; Velveeta cheese; Parkay and Chiffon marga-.

es; Lender’s Bagels; and Breyers ice cream. Net sales from continuing operations
were $9.9 billion in 1987, an increase of 27% over 1986. Net income from continuing
operations rose 11%, to $435 million. Exhibit 1 presents operating and stockholder
information for Kraft from 1982 through 1987. Exhibit 2 presents balance sheet infor-

mation for 1986 and 1987.
Kraft’s strategy was focused on food. Its 1987 annual report stated:

The food industry offers such diverse and rewarding opportunities that we see no purpose
in running the risk of diluting our efforts or our focus with other lines of business.
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This all-food strategy was in sharp contrast to its earlier diversification program. Most
of the diversification occurred when Mr. Richman engineered the September 1980
merger between Kraft and Dart Industries, a $2.4 billion consumer products manufac-
turer. Mr. Richman, who had been promoted to chairman and CEO less than 1 year
before the merger, noted that the merger brought “diversification in one fell swoop to
Kraft.”" Dart's products included Tupperware containers, Durac?ll batteries, and West
Bend appliances. The merger was accomplished by exchanging one share of .'Ju:
merged company, Dart & Kraft, for each outstanding share of t_he two greexisnng
companies. Dart & Kraft was the twenty-seventh-largest company in the United States’
at the time of the merger. Six months later, in March 1981, Dart & Kraft acqu'u'cd
Hobart Corporation, the manufacturer of KitchenAid and other food-related equip-
ment, for $460 million. :

Mr. Richman reversed direction and began pursuing the all-food strategy in 1986,
Kraft spun off most of its nonfoed businesses acquired in the Dart & Kraft merger into
Premark International, Inc., on October 31, 1986. Each shareholder of Dart & Kraft
received one share of Kraft common stock and a quarter share of Premark. Kraft, with
sales of about $9.9 billion after the spin-off, retained its food businesses and Duracell
batteries. Premark’s share of Dart & Kraft included Tupperware and Hobart food
service equipment, with combined sales of $1.8 billion.!

Kraft sold its Jast nonfood asset, Duracell, to Kohlberg, Kravis, Roberts & Co,, a
leveraged buyout firm, for $1.8 billion in June 1988. According to Kraft's 1987 annual
report, the procéeds of the sale were to be used to repurchase shares and to repay debt
obligations. In October 1987, Kraft authorized the repurcaase of 10 million shares, and
6 million were repurchased under the authorization by rear-end.

In 1987, Kraft was organized into three business segments: U.S. Consumer Food,
U.S. Commercial Food, and International Food. In 1987, U.S. Consumer Food had
sales of $4.5 billion and an operating profit of $593 million. U.S. Commercial Food,
which included Kraft Foodservice, the second-largest U.£. food service distributor, had
sales of $3 billicn and an operating profit of $86.4 million. International Food had
sales of $2.3 billion and an operating profit of $229.8 million. Exhibit 3 presents a
financial summary of Kraft by business segment. 3

The Philip Morris $90-per-Share Tender Offer

On the evening of October 18, 1988, Philip Morris offered to purchase all Kraft
commobn stock at S90 per share in cash. The offer represented a 50% premium over the
$60.125 closing price on October 18. At $11 billion in total value the bid, if successful,
would have been the second-largest acquisition ever completed, excesded only by
.Chevron Corporation’s $13.3 billion acquisition of Gulf Oil Corporation in 19842
Most Philip Morris sales and profits came from its Marlboro, Benson & Hedges,
and Virginia Slims cigarettes. The company’s tobacco sales increased by 1.5%. 0
$14.6 billion, in 1987. Philip Morris increased its domestic share of the cigarel®
market to 38% in 1987, from 37% in 1986, and 1987 operating profits were S§-3
billion. Nevertheless, consumption of cigarettes in the United States had been declin-
ing from its 1981 peak of 640 billion cigarettes, Estimated U.S. consumption for 1988

1. KitchenAid had been sold in February 1986 for $150 million,

2. Kraft had 119,285,155 shares ding and ding employes stock options on 2,396,808 shares.
The 101al number of Kraft shares purchased under the offer was therefore 121,681,963,
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was 563 billion cigarettes. Increases in exports offset the decline in U.S. consumption,
as new markets were entered, especially Japan and Taiwan. Overall, cigarette exports
were predicted to increase by 15%, to 115 billion cigarettes in 1988.

Philip Morris had been pursving a strategy of diversifying out of the tobacco
business since 1969, when it acquired 53% of the Miller Brewing Company’s common
shares, the remainder of which it acquired in 1970, With brands like Miller, Lite, and
Matilda Bay Wine Coolers, the brewing division generated sales of $3.1 billion in
1987, Philip Morris also purchased Seven-Up Company in May 1978 for $520 million.
Its Jargest food acquisition by far was General Foods, which Philip Morris purchased
in 1985 for $5.6 billion. Like Kraft, General Foods was based on brand-name products
such as Maxwell House coffes, Birds Eye frozen foods, Jell-O, Oscar Mayer meats,
Ronzoni pasta, and Post cereals. It had 1987 sales of $10 billion.

Philip Morris's acquisitions had mixed results. See Exhibit 4 for operating and
stockholder information from 1982 through 1987. Exhibit 5 presents balance sheet
infermation for 1986 and 1987. Exhibit 6 presents the consolidated changes in finan-
cial position, and Exhibit 7 reports line-of-business information.

Philip Mortis sold its Seven-Up operations in 1986 for about book value after a
S50 million write-off in 1985. General Foods' operating profit declined from $624
million in 1986 to $605 million in 1987. The 1987 operating profit represented 2 9.3%
return on Philip Morris’s $6.5 billion investment in the food industry, including addi-
tional pestacquisition investments of $868 million, Speculation was that Philip Morris
might use Kraft's management team to revitalize General Foods, which had been
without a chief executive officer since July 1988, when Philip L. Smith left to become
chairman of Pillsbury. Smith, a 22-year veteran of General Foods, had been president
and chief operating officer before its merger with Philip Morris.

The acquisition of Kraft would have made Philip Moris the world's Jargest food
company, and it would have been a major step in the firm’s strategy of reducing its
dependence on tobacco and moving into the food business. As Hamish Maxwell, the
chairman and CEO of Philip Morris, said in his October 21, 1988, letter to John
Richman:

Our goal is to have Kraft combine with Philip Morris 1o create the leading intcrmational
food company. . . . Our intention is to keep Kraft's present businesses intact and for the
company to be managed by Kraft executives, using your present headquarters and facilities.

Exhibit 8 contains excerpts from the letters between the two companies throughout the
takeover contest.

Philip Morris proposed to finance the acquisition with $1.5 billion in excess cash
and its available bank credit lines of up to $12 billion.

Kraft's Response
On October 23, 1988, Kraft's board of directors rejected the Philip Morris bid:

We strongly believe the $50 takeover bid . . . undervalues Kraft, for these important rea-
sons: first, after careful analysis, our investment banker, Goldman, Sachs & Co., has
advised us that the bid is inadequate; and second, our stock has been trading above the $90
offer, a clear signal that investors see the bid as Jow,

3. The combination also would have increased leverage with grocery stores and advestisers. In .1987, Philip
Meorris spent $1.5 billion and Kraft $400 million on advertising,
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Kraft's response occurred when the food industry was undergoing a major restruc-
turing and revaluation. Grand Metropolitan PLC began a hostile tender offer for Pills-
bury on October 4, 1988. Grand Me: was a diversified British company that brewed
and distributed beer, ale, and lager; produced and distributed alcoholic beverages; and
owned and operated pubs and restaurants. Pillsbury was a diversified food and restay.
rant company, with popular brands such as Pillsbury Doughboy bakery items, Green
Giant vegetables, and Hiiagen-Dazs ice cream in its food business, and Burger King in
its restaurant group, Like Kraft, Pillsbury had just completed a major restructuring that
focused the company on the food business. The $5.2 billion Grand Met bid was & 53%
premium over the previous market price—about 25 times Pillsbury's net earnings and
about four times the book value of common equity.* Pillsbury opposed the bid, and jts
outcome was uncertain.

The developments at RIR Nabisco were more startling. Management, in partner-
ship with the investment banking firm of Shearson Lehman Hutton, had proposed a
$17 billion leveraged buyout of RIR Nabisco on October 20, 1688. Like Philip Meris,
RIR Nabisco was a tobacco and foad company, with brand names such as Winston and
Salem cigareztes, Oreo cookies, Ritz crackers, Planters nuts, LifeSavers candies, Royal
gelatin, and Del Monte fruit and vegetables. At $75 per share, the buyout offer was a
34% premium over the previous market price of RJR Nabisco, $55.875. The $75 offer
was about 16 times RJR Nabisco's 1987 eamings per share of $4.70 and about three
times the book value of common equity. Analysts speculated that & higher offer for
RJR Nabisco was likely: its stock closed above the offer price.

Taken together, the Philip Moris bid for Kraft, Grand Metropolitan's bid for
Pillsbury, and the RJR Nabisco leveraged buyout attempt dy its management involved
about $34 billion—an ameunt unprecedented in the history of the industry, Exhibit 9
examines this histery, with statistics on mergers and acquisitions for food and beverage
firms as well as a listing of transactions of more than $1 billion. Exhibit 10 contains
historical stock prices and relum-on-equity information for the food and tobacco
industries.

Kraft proposed a restructuring plan as an altermative to the Philip Morris tender
offec. For each shafe of common stock, shareholders would receive a cash dividend of
$84 and a high-yield debt valued at $14, and they would retain their now highly
leveraged equity interest. Kraft valued the postestructuring stock at $12 per share and
the total restructuring package at $110 per share, .

Under the plan Kraft would sell some businesses for cash proceeds of about
$2.1 billion after taxes, The businesses to be sold represented 45% of estimated 1988
revenues and 19% of estimated 1988 operating profits. Kraft would also reduce operat-
ing expenses. It would finance the $10.2 billion in dividend payments to sh reholders
with §6.8 billion in bank borrowings at a 12% annual interest rate and the $3 billion in
debt with rates ranging from 12.5% to 14,75%. The $2.1 billion from asset sales would
be used to pay down the bank deb:.

The company planned to retain $904 million of existing debt at an average annual
interest rate of 8.65%.

The debt received by shareholders would accrue interest at & 15.25% annual ne
(paid semiannually), with no cash payments in the first 5 years. Interest would be paid

4. Pillsbery's 1988 not camings per share were $2.45, excluding unusual tems, and $.81, including unusual
ltems, The difference was due 1o o restruciuring charge of $1.64 par share, Its 1987 net camings per share
were §2.24, excluding unusual ltems, and $2.10, including unusual items.
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in cash at the 15.25% semiannual rate after the fifth year, Exhibit 11 presents pre-bid
sales and profit forecasts for Kraft through 1989. Exhibit 12 presents earnings and cash
flow forecasts for the restructuring plan proposed by Kraft’s management,

The Stock Market Response

The price of Kraft cormon stock rose $10 per share, to $102, in response to the
restructuring announcement. Philip Morris criticized the restructuring plan and reiter-
ated its offer to negotiate with Kraft, which responded that “if Philip Morris or znother
company truly wishes to negotiate with Kraft, a simple phone call proposing a price of
more than $110 is all that is necessary.” Philip Morris did not increase its bid.

Uncertainty about the marke: value of food asseis grew as Kohlberg, Kravis,
Roberts entered the bidding for RIR Nabisco, with a $20.6 billion offer on October 24,
1988.

'On Thursday, October 27, Kraft's common stock closed at $94.50. On Friday,
October 28, Kraft's stock rose 82, closing at $96.50. Exhibit 13 contains the closing
stock prices for Kraft and Philip Morris throughout the takeover contest,

EXHIBIT 1
Condensed Operating and Steckholder Information for Kraft, 1982~1987 (millions of dollars
except per share data)

19882 1583 1984 1985 1886 1987

PUCORIOS oo i a oars aiao it e §7.041 $6660 §$5831 7,085 §7,780 5,878
Costof goods soid® , .. ............ 5350 4828 4968 4,983 5383 g912
DOPrRolallon . & . . i s e s e e 103 B0 74 74 79 103
Delivery, sales, and administrative s

expenses 1,187 1,238 1391 1,620 2,088
ko 1L D R S R S 24 (8) 22 28 31 91
Olher income (expensol ........... 38 23 43 37 37 85
Income from conlinuing operations

Dolone MaXee 5 it v S i 343 526 571 648 654 788
INCOMB LAXAE s o v e v s ve e sa oo a 164 225 252 285 300 353
Income [rom continuing operations . . . . 178 301 818 362 394 435
Income {rom discenlinued operglions® ., 171 134 137 104 19 54
e (RN BV $ 30 $435 $ 456 $ 486 § 413 S 485
Eamings pershare ,.......,...... $213 $265 $317 $324 $305 §$373
Oividends pershare .....,,,...... 1.20 1.28 1.38 1.82 1.68 1.84
Closing slock price®®, . ............ 22.83 22.21 28.04 43,38 43,38 48.25
Prica-eamings ratio* .............. 1 & ] 13 16 13
Number of shares (millions)*. . .. ...., 164 1 144 144 138 13
o R R AR R P st SO g2 55 .69 112 1.18 74

Sourcos: Company reperts and casawdiler's oslimales.
0. Cost of goods sclc does net Includs eanual Capraciation,

0. Includes the cumuialive elfect of a thango In meihod of accounting for income laxes of $45 milicn in 1987 anc
& noncporaling item of ~$81 mikler In 1882,

¢. Discontinuad operations inciudo Duraced, the sale of which was snacuncad in 1387, and e business of
Promark Inlemational, which was saun oif on Ociober 31, 1386, Also inciuded In diseeatived openations Is a
$41 mition galn on the salo of KilchenAld in 1888,

6. Acjualed lor a 3-for1 stock spit 'n 1885,
0. Year-end.
L Calculated by ordinary loast Quares regression using dally sieck prics data.
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EXHIBIT 2
Consolidated Balance Sheets for Kraft, 1986-1987 (millions of dollars)
1986

OB 00150 0 07 5.8 sl0i0 o a6 a6 60N RS 608 e o a0 0 b
ADTAREN ROBIRDIE: <« o St e e A R D 6 Sk e s 2 : gg;g
IPVURMOEIID s 50.0'6°0.5.010 9.0.608, 5 6w i o 20 el 8 WA A DR N s e s 1,061.1
Invesiments and long-term receivables ‘236'2
Propald ant delamaa BaMB. - .o i & i ai s e b b e e e e e 127.5
Property, plant, oQUIPMeNt, NBL . . . . . cccotivvieniesnnansscnanas 1,087.7
INtangDdIBs . . v o ccvaniiiaaaa, NS w8 8o nure s a8 e N 0100 6 bk s u s '-‘.19 0
Net assets of discontinued Operations . i ... .vvvvvennerrrarsssnnns 600:7

.- e S SR R A A S S i o $4.491.3
ACCOUNES PAYBDIS . . - oo usonnssssnossessanannnsacsnsossses 4
Shert-term borrowings . . . . . I K h F RT3 o e e S * sgg’l
ACCTUND COMPODBRION: & « 2 s i o o mats 5w s nia s ot b b g 146.9
Accrued advertising and promolions .. ... v v ienniint it annnns 113.7
OESr 0O BRI s s o v ia7s o saa 409030 o aa s m s e s P T e 188.4
ACORIS MNCOMB IRNDB & o < < e s vsstosssstssseqannsussssesensses 3363
Current portion of long-tom debl. . . .o ccv i vvrvnnnnnnreesnn yess s 108.5

Comvrt BODNIIGE s 5 5)a5.5 5V 55 e A ns 078 % 570 5 a 5. 8/0 e eieun e
Lcng-termdeb:..........................................: 1;23?
e R R e G AR IR GRS 286.4
o e R R e S SRR O 185.9

ORI £ o 3 s vy A e A D88 A K A esie me e e
Shareholders' eguity :’5333
Total llabllities and netWorh . . ...\ vttt niian ittt $4,491.3

Source: Company repons.

Philip Morris Companies and Kraft, Inc.

EXHIBIT 3
Financial Summary for Kraft by Business Segment, 1983-1987 (millions of dollars)

1583 1384 1885 1966
U.S. Consumer Food*
SHBS uiiisivareias s e vias $37180 $3781.2 $3911.3 $4,016.1 $4,518.9
Operatingprofit ......ccevivuunn 388.1 446.0 §27.3 5459
Identifiable 853088 . . . . . . cvveiann 1,450.8 1,615.4 1,308.1 1,807.8
Ogprecialion. o v e cvevviaananans 54.0 50.0 376 35.6
Capital expendiiurés . .....covvens 58.0 T 63.1 83.7
Operating prolits/identiflable assels . . . 28.78%  27.61% 40.26%  30.20%
U.S. Commaercial Food
SaeS8 sicrecsrsrinnssecannras §$1,172.7 $1,3483 $1,421.0 §1,7558 $3,0220
Operaling pro .. ....ovvvnnnves na na 61.7 78.5 85.4
Idenlifiablo assels . . . ... vovenv e na na 2514 556.9
Oeprecialion. . ..o covvsssnannses na na 76 8.0
Capltal expendilurés . ...... ... na na 52 176
Operating prefits/identifiable assels . . . na na 21.17% 14.22%
Inlemational Food
L R P R T PN AT R o e $1,768.7 §1,707.2 $1,7330 $2,007.7 §2,334.8

Operating prefit ...... 1654 165.4 1459 1682.8

Identiflable assels 680.9 701.1 703.7 861.1
Deprecialion. . .« cvsvienssaanns 18.2 18.9 205 27.5
Capital expendBurés ... .ocvvv e 373 36.2 3%.2 41.7
Operating profitsfidentifiable assels . . . 2429%  24.16% 18.38%  21.23%
Direct Seling®

BOOB: s3vius s 57e 5ioinie ainh w R S $ 8251 § 7768 - -
Operating profit .. ..ovvvannnanan 188.3 138.8 — o
Identifable 858818 . v v e v v vvnnnaas 462.7 488.0 —_— _
Depreclation. ... cocavvvanncerss 36.0 289 — —
Capital expendilures . ........c.0u0 40.7 62.8 — -—
Operating profits/identiliable assels . . . 40.81% 28.44% - —
Consumer Producis®

8Ol .. viceiunenenuns e e $1,181.0 $1,2448 § 8625 -
Operating pro ...t ienaanes 104.7 1184 66.9 -—
identifiable @sSelS . v v v avv v rnes 828.0 §58.8 8458 —
Depreclation. . . cvvvevcvsrsvanss 26.9 429 342 -
Capital expendilures .. .....co00ues 43.0 67.9 474 —
Operating profils/identiiable asseles . . 12.64% 12.35% 7.87% —
Commercial Procucts®

Bal8 ..ociisasanagnanssssmse $1,0475 § 08883 — -
Operatingproflt .....cocvvvvvans 104.8 101.0 — -
Identiflable @58888 + v v v v v n b ane 72786 556.9 _ -
Depraciation. . .+ cevvvvvannnnnns 30.4 235 —_ -—
Capital expendilurgs « ..o oeeeessas 254 28.1 — —

Operaling prolits/Identifiable assels . . . 14.40% 18.94%

Sourge: Company repons.

na = nol available.

a. Figures lor 1383 and 1884 inciude bath U.S. consumer foocs and U.S. commercial oods.
b. Includes Tupparware, which was spun ¢if 10 Premark intemalional in 1988,

¢. Includes Dusacell, West Band, Health Care, and KilchonAld. All assols axcepl Duraced were s0id or spun oll 1o

Premark Inlamational in 1986,
d. Includes Hobarn, which was spun off 10 Promark Intematicnal in 1685,
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EXHIBIT 4

Condensed Operating and Stockholder Inf ermation for Philip Morris, 1982-1987 (millions of

dollars except per shase data)

1962 1983 1984 1585 1985 1957

ROVONURS .« iini v vi a s $11,586 $12,976 $13814 $15984 $25.40% $27,685
Cast of goods so % eiiiil. 5,048 5,028 §,170 5,828 10,485 10,684
Bl WS . o0 ia i s 2,615 3,510 3,676 3,815 4,728 5,418
Depraciation and amcn zalion . 281 327 375 424 855 704
Selling, administrative, and

research expenses® . , , .. e 2,125 2,377 2,467 3,244 6,061 7,004
Equity In net eamings of

unconsolidated s.‘b..id“l 8s ... 4! B3 &4 82 M 126
ke T Ly R R T 248 230 273 308 770 885
Other expanse essade 2547 AN S — 300 - - —
Income belore taxes ..., ...., 1,300 1,587 1,607 2,328 2,811 3,348
income taxes ...,,.. wa A & 516 681 718 1,074 1.333 1,505
NOlIN0OM® s <oae s yiiieaiity e .8 :/‘82 $ 906 § 885 § 1,255 $ 1478 § 1,842
Earnings pershare , . ...,.... $ 3811 § 358 § a2 s 524 § 620 § 775
Dividends per share ,....,... 1.20 1.45 1.70 2,00 2.48 3,15
Closing stock priced, . ..., .. ‘e 30 35.875 40,375 44,125 71875  85375°
Price-eamings ratio® ..., ..... -] 10 1 8 1 1
Number of shares (m» Mns R 252 250 243 239 238 237
R S ) 1.04 a7 24 88 1.24 88

Sowces: Company roports and casowriar's oslimates.

a. Cost ol gocds soid doos not nciudo anrwal dopreciation.

b. Seiling, adminlstrative, ang fesoarch cost Includes camporate Cxpanses.
¢. Genoral Foeds was acguiad ca Novombdor 5, 1288,

d. Year-end,

e, Calculated by crcinary least-squases rogression using caly stock price data,
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EXHIBIT 5
Consolidated Balance Sheets for Philip Morris, 1986-1987 (millions of dollars)
1986 1887

Cash...,.... a TR S 73 § 189
Receivables . . ., ... o . 1,878 2,083
MVEBMIOHRR S & o ias bt «n 3,836 4,154
Other current assals |, 127 146
Propecty, piant, e:.nprrant net , 8,237 6,582
invesiments In unconsclidated s.xbs;c aries and aihhales 1,087 1,244
Goodwill and other intangibles 3,888 4,052
Olher assels .. 438 895

Total assels . . . $17.842 $18,145
Notes payable .......... v viae Culn N A SR vesasie § 884 S 891
ACCOUNtS Payable « ..y vvuveun., .. baasane un A ¥ u n'a‘a'y 813 803
Currant portien of long-term da:. ....... SaTae A R e e saas by aam s 103 465
Accrued liabilties ....... Vessansserease “mis 808 408 1,967 2277
m:onelaxespayable ..... R T S T o seseainsee Va n e e e 557 727
Cividends payable.......... uinta b ey 8 Wnte NS s e sss0 0 s ns 178 213

Current liabliities . . ... ...... " am e e s o b s vesssens 4482 5,176
Long-term cabt. .., ... R ATt 1 alate @08 b A e e R sreeee. 8945 5,222
Dolonmud IN0OMBABBS .« o'» v/ aiv's 4ins o a w s e s e o e R 2 e 894 1,288
Other Gabilities . .......... vessass veboan samenhbees (e e £ 566 636

Total Gabllitles. . ... .......,.. wes s nEn o nh ek BN 11,887 12,322 -
Stockholders' equity ..............,. tiaseasans tessdansaee vv4 5888 6,823
Tolal liabiities and networth . , ., . ....o0oun... bR A e saaWeEd $17,642 $19,145

Scurco: Company roperts,
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EXHIBIT 6
Consclidated Statements of Changes in Financial Position for Phili p Morris, 1585-1987
(millions of dollars)

1965 1886 1987
Funds Provided by
e INGLORININGE o a'sis s'e dninsanssastedenens $ 1,478 $ 1,842
Deprecialion and amortization . . , .. ey 655 704
Delerrad Income taxes. . ............ 5 1383 338
Equity in undistributed net eamings of
uncensolidated subsidiaries and affillates. . ....... Cienese (63) (S2) (85)
Total funds from cperalions ................ ciawnsa. Rilh 2,214 2,788
Increase In accrued liabilties and other paymcnts R St 1,467 226 505
WGmr;; capital from sales ol operations. ...... ¥% oo ocara nta u'n 169 487 20
Currancy translation adjusiments alfesling
working capital ...... v.0ip.aD 5ais 0 L0000 vassa ey sun 18 7 138
Olher, ncl o oie'e Aina s e N Vb8 paa S STaTh Gk S A R 211 210 —_
Totalfunds provided ............... semsdasasbend §3640 §3214 §3453

Funds Used for
Increase (decrease) in

Cash and recalvables. ..... S (@ §

inventories ............ ‘e ) 318

Other current assets. . . ... .. 14 15
Capital expenditures . ...... i e 678 71
Dividends declared . .,..,. s Ry 479 580 7438
Increase in property, pan and equ..xran. [rom

incometaxeiecion ............... LA AR R b = — 508 -
Investment in General Feods Cormp. exa\.swe ol

$718 million working cap ial a‘qu-red .............. ST 4,864 -— -
OMeL Nt ceceavives oA R AT 58 A BR B S WY sae e e - — 301

TOlAl UNDS USBA + . o 4 oot vy vr et it .. $79435 $1,797 $2426

Net funds provided (used) ....... : Sunend Ve vesenee S(4303) $1417 $ 1,027
Financing Activitles
Increase in current NOtesS PayadIe ... ..vuviiiiiny .., .. § 149 § 289 S 189
Long-term debt financing . ....oovvunn., i en . 48688 1,788 492
Reduction of long-term debt , . . e (328) (3,385) {1,534)
Purchase of lreasury stock . . . ... .. i (218) (140) {200)
Issuance of shares . , ..., ‘ 30 31 25
Funds (used for) provided (ro'n Mancng T R $4,303  §(1,417) §(1,027)
Increase (decrease) in working capltal .. ........ cossss%ee § 637 8 (494) S (98)
Working capltal (year-end).,....... Al R e 5,008 1,432 1,556

Scurce: Company ropans.
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EXHIBIT 7
Financial Summary for Philip Mormis by Business Segment, 1982-1987 (millions of dollars)

1882 1983 1964 1885 1986 1987
Tobacco
o R T R T 821, $8,084.9 $9,802.0 $10,538.0 $12,681.0 $14,844.0
Operaling profit 1,647.0 2,141.0 24410 2,827.0 3,273.0
Identiliable asse 51143 §,148.0 5,622.0 5,808.0 6,487.0
Depreciation . ..... 124.7 151.0 166.0 200.0 214.0
Capital expenditures ........ccvvuvur,s 498.0 319.9 163.0 151.0 181.0 256.0
Operaling profividentifablo assels ......... 28.10% 32,20% 41,58% 45.42% 48.67% 50.61%
Food Products
Sales . cstetenvesansansananten et — —_ § 1,652.0 § 98,6840 $ 5,946.0
Cpa(a.ng prohl .............. Rt — -_ - £5.0 624.0 605.0
iKontliabie Betel ... o .oc.invs s earines e - — 7,874.0 8,628.0 9,128.0
Dopreciation .. ....... b A a.se R — - - 25.0 167.0 201.0
Capilal expenditures ...,........ Ve s - — — 71.0 395.0 402.0
Operaling profiVidensifiable assets ......... — - — 1.18% 7.23% 6.63%
Beer
BoleS s vonnis ks ena ressraneses.. 92,9355 §28355 829400 $ 28250 $ 30540 § 3,1050
Operalingprofit . . ..o vvauvns Gase e 188.0 2271 116.0 136.0 154.0 170.0
Identiliable @88018 . ... ccvvvvviaraniens 21187 2,138.8 1,892.0 1.779.0 1,736.0 1,680.0
Depreciation +.....v00s. TR P S R - ) | 130.5 1440 134.0 136.0 137.0
Capital expendilures ..... S reansnenins LABRE 174.6 94.0 87.0 80,0 57.0
Operaling profitidentifiable assets ......... 7.52% 10.62% 6.13% 7.64% 8.87% 10.12%
Other
Sales..... aiamasarevense $ 8225 § 9455 S$1,0720 § 8680 - -
Operating profit (loss) . v s (2.4) (10.9) 23.0 140 § (8.0) § 18,
Identiflable @8Sel8 .. ... vovvverennnnes 978.4 1,007.3 1,018.0 643.0 - -—
Depreciation . ..... cesessansesnansasee —_ - - -— -_— —
Capilal expenditures .......ovvvavunnas —_ —_ - -— - -
Cperating profitidentiliable asse!s ......... -25% -1.08% 2.26% .2.18% — —

Source: Cempany repons.
. Includas the Seven-Up Company, which was sold in 1506,
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EXHIBIT 8
Comespondence During Takeover B

id Between Kraft and Philip Morris, October 1988

Mr. Hamish Maxwell '
Chairman and Chiof Executiva Officer
Philip Morris Companies Inc.

120 Park Avenue

New York, NY 10017

Dear Hamish:

In addition to your latier requesting "negoliations
cifer without talking to me belorehand, your
advisers with similar requests. You did not seo
together at the Grocery Manufaciurers of America

s fil to tell me khat you wera plannin
Board of Diractors en Monday.

You must have been planning your lakeover bid for
sltuation very carefully, We have a fiduciary d
employees, cuslomars, suppliers, and communitie
will consider the situation and detzrmine Krali's re

by our mesting, we will 50 advise you,

Mr. John M. Richman

Chaiman and Chiel Exacutive Offlcer
Kraft, Inc,

Kraft Court

Glenview, IL 60025

Dear John:
| understand and sympathize with your
discuss cur offer with you pricr 1o
environment In which we live, | acce

eccnomic benalfils and other factors fav

! hope you understand that any discussion of our int
Inapprepriale when we saw each other last
Ihatlime we had mace no final decision 0 proceed with an olfer

actions., In any event, | am nhopeful you
manner.

I quite appreciata your need to sludy our
press reponts that Kralt may consider

Sure that this is not the route you would

Oclober 20, 1988

" tollowing your commencing, on Monday, a tendsr
lawyers and Invesiment bankers have been barraging cur

10 discuss your takeover attemp! when we wers
fica meeling last Wednascay and Thursday, nor did you
g on filing a bizarre and basalass law suit against me and our

along tima. We Intend 10 taka ourtime and sludy tha
uly 1o our sharsholders and an obligation 10 our
5 10 do 5. Following our study, the Board of Diractors
sponse. If at that time there is a purpose o be saved

Sincerely,

Jorn M. RICHWAN

Chalrman and Chiel Exaculive Olficer
Krait, Inc.

October 21, 1988

reaction o the events of this week. | would have prelerred o

taking the acticns we commenced. Howaver, in the current lagal

v pled the advice to proceed as we did as a bysi ision. Our
aclions were designed to minimize un - T .

cortainlies and delays in addressing 1he main issue—the
oring the merger of Kraft with Philip Morris. |

nerest in Kraft would have been premalure and
week al tha Grecery Manulacturers of Amarica meeling. Al
and our Board had not yet approved cur
and wa can now move forward in a positive and consiruclive

offer caralully balore responding o il. We have, howaver, saen

other possiiiilies Including highly loveraged transactions thal
could encumber the company, operationally and financ g B ks lad

dismemberment cf Krafl, Frem what | know ol

nclally, and which also might lead to the
you and some public statements you have made, | feel
prafer 10 take,

(contiaued)
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EXHIBIT 8 (continued)

As we have said, our goal Is to have Kralt combine with Philip Morris to create the leading intemational
food company. | repeal thal our Intenlion is o keep Krall's present businasses intact and for the
company 1o be managed by Krail execulives, using your presant headquarters and facilities.

| teliave it to be in the bast interests of your shareholdess and other conslituencies that we avoid a
prolonged struggie that could cisrupt Kraft's business without adding 10 the valua that would be realized
by your shareholders,

l also believe that a meeting betwaan us could only be helplul to you in undarsianding our purposes and
positive thoughls concerning a combination of cur two companies. . . . | want to emphasize that we are
prepared to discuss all aspecis of cur offer.

Iwould be avallatis to meat with you In Chicage al any time on short nolice. | can be reached through my
affice I, as | hope, you see tha benelits of such a meeling.

Yours sincerely,

Hawmisy MaxweL

Chalrman and Chig! Execulive Olficer
Phillp Marris Companies Inc.

October 23, 1988
To: Shareholders of Kraft, Inc.
Dear Shareholden

Kralt has an outstanding record of prolitabllity and growth. It is & great company with great traditions,
great brands, a great fulure, and great people who have devoled thelr ives 1o making your company
what it is 1oday.

Krall's record of success—an Increasa In shareholder value, withoul regard 1o recent evanis, al a
compound annual rale of mere than 20% over the past 5 years—has bean based on a stralegy of
balancing signiticant short-lerm retums and continued invesiment for long-term growth. This siralagy
has bean working, bul—{rustratingly—ihe siock market has long been undervaluing companias which,
like Kralt, sacrifica short-term prolit In order to Invest In long-term growth.

Last Monday, Philip Moris Companies, seaking to lake advantage of this undervalualion, anncunced an
unsolicited tender offer for Kral: at $30 per share.

Wa strongly belleve the $50 1ak 2over bid also undervalues Kralt, for these important reasons: first, aiter
carelul analysis, our invesiment banker, Geldman, Sachs & Co., has advised us that the bid Is
inadequale; and second, cur slock has been lrading above the $50 offer, a clear signal that investors
see he bid as low.

Your Board of Direciors has unanimously rejecied the clfer, and we sirongly recommend that you do nol
lender your Kraft shares o Philip Morris.

Al the sama time, bolh your Bourd and company management recegnize that, as a praclical malter, the
Philip Morris bid makes It impossible for us to go back 1o the situaticn thal exisled priof 10 the bid. Under
the circumsiances, your Board bellsves that we should take action to maximizs shareholder value ralher
than accept an Inadaquate oller, Together with Goldman, Sachs we ara developing a potential
‘fecapitalization plan thal we baliava will have a value of significantly more than $50 per share,

fecontinued)
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EXHIBIT 8 (continued)

The plan wa are working on Is intended 1o result in a total value eslimated to be In excess of §1 10 per
share, with a distribulion in cash and securities lotaling approximately $98 par share and the relenlion of
your common siock inlerest, the price of which will be adjusted by the market 1o rellect the cash and
sacurilies distribution. Under the slan, you will receive a cash.disiribution and new sacuritias, and retaly
your Kraft common slock. Most sharehciders will have less tax to pay as a resull of the distribution than I
Kraft were 10 be acquired by Philip Morris {or anyone slse) at & price that is equal 1o the vaiue of the
restrucluring plan. '

Your Board baliaves that this plan will enable you as a sharehalder 1o realize prasent vaiue for your
shares and also conlinue o participate in the future of Kra#, Including some exciling new product ines
we have been develoging.

The plan will invoive the sale of some of our businesses, bank borrowings of mere than §6.8 blllicn, and
the sale of $3.0 bilicn of debl. We have already begun to implement some of these transactions.
Goldman, Sachs has advised us that It Is highly cenfident with respect Lo the placament of the debl
under current market condilicns. Wa will ratain our ¢ore businesses, logather with the key brands which
have provided Krait's historic strength and currently aczount for approximately 80% of ils profilabllity,

Becausa the restructured Kraft will have more than $12.4 billion In debt and require horculaan effons by
our emplcyeas, the plan will replicate the struclure currently in usa in sponsored laveraged buyouls by
providing signilicant equity incantives for employees in the form of stock opliens and an employee siosk
ownership plan. This very imporiant link between empioyee compensalicn and company perfomance
will, we belisve, ensure the encrmous elforts raquired 10 make the recaplializaticn a complete success.

We expect [hat the plan will be fully developed and cur Board will be abls to approve it In the very near
fulure, al which lime we will announce the delails, Bacausa the plan®invelves very significant
resiructuring of our businassas and financial structure, the Board also belisves you shouic have the
opportunity to vote upon It at a special meeting of sharanoiders,

For your further informaticn, on Friday, Oclober 21, there was a sarias of communications wilh Phifp
Morris. Philip Morris renewed Ihelr requast for immadiate negoliaticn, stating that all aspacts of their
offer, including price, are open for discussion, Phigp Morris sald that there would be real value to them i
they could conclude the agreement with us over the weekend and askad fora meeling on Saturday. \We
responded that If Philip Morris were prepared to ofler a realistic price, we would maat on Saturday. We
toid Phillp Morris that their $90 bid Is subsiantially below our valuation and Goldman, Sachs’s valuation
and that there would be no purpese servad by a meeting unless Philip Morris were prepared 10 slart the
negoliations from a price subsiantially greater than §90. We asked Phiip Morris to lall us whera they
slood and tolc Philip Morris that i they wera In the range of value that we and Goldman, Sachs beilave is
oblainable, we would meat with them on Saturday. Phllip Morris replied that they completaly disagres
with our opinicn of their $80 price, that they believe $80 represants full value, and hey would not tall us
what price they are prepared o effer. Givan this allilude on the part of Philip Morris, [t was clear thata
maating would nol have servad any purpose of Kralt and its sharehciders, and we so advised Philp
Morris. We also advised Philip Morris that wa were no! foreciosing negotiations and that if thay wers 10
offer a price thal rellacts the full value of Kraft, we would negotiate with them.

Since we belisve that Ine resiructuring plan will create grealer shareholdar valug and epportunity than
the Philip Mois bld or any other known altemative, It Is our intention 10 proceed with the restrucluring on
an exclusive basis. However, ¥ someone comes Torward with a transaction that would be more dasizable
than the restrucluring plan, we will negotiate and your Board will give full consideration lo such @
iransaclion.

We deeply regre! the dislocation and haraships that the plan wa contemplate wil cause, and we will
seek lo ameliorale these hardships as much as possible. We know that cur sharehcldars, amployees,

fcontnued)
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EXHIBIT 8 (continued)

i unili y 1 of cur making. Rather it is
customers, suppliers, and communilies recognize that loday‘s sllqalm Isnot o }
the product o? g\..'renl era Investment policles and financial an.xud.es that favor shor-term financial
gratification over sleady, long-tarm growth and the naad ‘o provide a sound ecenemy for fulure
generalions.

A wi i { Krait pecpie, we
It will take several years, but wilh the history and tracilions of Krait and the dedicalion o
are conlident Iha'.(uo will rebuild Krait 1o the leading posliion it occuples today.

Cn behall of the Board of Directors,
Jorin M, RICHMAN
Chairman

Oclobar 24, 1988

Calvin J. Collier, Esq. .
Senior Vice President and General Counsal
Krall, Inc.

Kraft Court

Glenview, IL 80025

Dear Mz, Collier:

i / : C .uulion plan, Philip Momis

I [ the annourcement yestarday of Kraft, Inc.'s preposed recapilal ) )
g"cli?msolhax Kraft Is required to take @il necassary steps 10 ensure thal Phliip Morris l? given ag
opportunity to analyzs fully Kraff's contemplated recapitalization transaclion and any olhar propose:
\ransaction for the sale of Kralt or any of ils assels 10 a third pamy. ...

\Wa have a number of questione that bear on the feasibity and velue 1o Krall's sharsholders of tha
announced recapitalization plan. .. .

) spply ing the celalls of Krail's
We request hat Kraft Immedialely supply 10 us specific information concerm the
re'ca;ésaliwion plan, all inlormaticn cc;;‘cemlng Krait which may assist us in avaluating u'ﬁe comx:‘ang;
&nd any Informaticn supplied to other (hird pariies wilh respe stto the sale of the company or any pans

the company.

i i il i jour sharehoiders,
11hal, consistent with tha responsibiilles of your Board o! Directors to your o c'dars,
:gr:ﬁ l?rootme?:e‘rs Into, or agres 1o enler inlo, any extracrdinary ransaclion, including a rle..alpl:;:r:gn
plan, a sale of assels or sacurilies of Krafi, or & sale of the company, or 1ake any steps o imple: - lha{
of zh'u feregoing, unti Philip Morris Is given & full and fair opportunity to develop lts ru{gpnsa. el
Kralt not taka any action which may diminish ne value of Kraft. To thal end we are loday flling a moli

the Federal District Count.
Philip Morris continues 10 believe that, if our companies work logether, a ira ticn can be

X i i the annsrdlnary
I 1] iava maximum value for Krait's sharehoiders speadily and without
:i:ﬁ:nglrl\s‘;m I:::n's businasses which Krait acknowladges would ba inherent in the contemplated

resiructuring plan.

iatlad

Sincorely, é
MURRAY H. BRNG
Senlor Vice Prasident and General Counsel

Philip Morris Companlas Inz.

(conlinued)
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EXHIBIT 8 (concluded)

PRI

Mr. Hamish Maxwed

Chaimman and Chie! Executive Officer
Philip Morrls Comparies Inc.

120 Park Avenue

Naw York, NY 10017

Dear Hamish:

| have previously advised Phillip Morris of Krafl's positica
counsel sent Lo our genaral counsal yeslerday,
indicate that Phillp Morris does not undarstand what Kralt is
pretending ro! 1o understand In c:der to insraasa its pressura ta
10 pressura Kraft and the Krafl shareholdars into a iransaction that benal

will not permit this.
Lat me again maxe clear Kralt's position,

Kraft was not “lor sale" and is not "

recapitalization will taks place only i

As fraquenily happens—witness the FJR Nabi

their bids, The Kralt Board recegnizes that

will enter into hat transaciion.

In olhar words, If Phiip Morris or ancihor company lruly wishes to negot
cal proposing a prica of more than $110 is all that is nacessary,

Please give a copy of Ihis lattar to your genaral counsal as our answer 10 his
copies o your olhar lawyers and linancial advisers, and inslruct the

position,

Ocleber 25, 1583

on your tender olfer. The letlar your genaral
and the papers your lawyer filed in court yeslerday,

doing—or more likaly, Philis Morris is

clics. Covicusly ItIs in your interest o iry

fils you al thair expense. Kraft

¢r sale." This is ne "auction” of Kraf, Philip Morris mada a undateral
lender clfar for Kratt. The Krait Board of Directors rejested your len

has a recaphalizalion plan that creates far grealer value for tha Kraf
offer. Krafl Is submitting the recapilalization plan to Kraft shargholders

der offer. Your price is too low, Kraft
t shareholders than your Inadequals
for thelr consideration, The

¢ our shareholders approve it. Krafl widl not pressure s
shareholders, nor will Kraft permil you o stampede them. The Kralt B

“enirench” lisell. Just the Gppasie, It Is proceeding axp
cholce betwesn your Inadeguate $50 bid and a balter 1

oard is nol taking action 1o

2alicusly 10 provide Kralt shareholders with a
han $110 recapitalization.

$C0 sliualion—new bicders appear and old bidders ralse

another company or Philp Morris may sifer more than §110
per share to acquire Kralt, Accordingly, the Kralt Board said that Kraft woul

company, or you, and if it, or your company, has a belier iransaction than the reca

d negotiate with that
pilalizaticn plan, Kralt

gotiate with Kralt, a simple phona

Istter, anc ask him 16 giva
m 1o slop mischaracterizing our

Sinceraly,

JOHN M. Ricriman

Chairman and Chiaf Execulive Officer
Kral, Inc.
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Mergers and Acquisitions in the Food Processing and Beverage Industries, 1981-~1987

TN

ATy

BaL s

Number and Dollar Value of Mergers
In the Food and Beverage Industry

TP R T

Number of Amount Paid
Transactlons ($ billions)

p |- | RN P a8 $ 4..5§

1888 v 055500 essssse B3 485

108Y e vinnn «ea B8 an

1884 ..covonvvene e 79 7.9§

1088 asaisanave «. 105 12,85

1908 ...0o00000 oo 187 8.43

W ey 97 7.7

Ilergers In the Food and Beverage Industry over $1 Blllion (S miilions) :
Price-
Targel's Amount Premlum Earnings Mullpl
Targot Year  Sales Pald Percent Ratlo to Boo}
3 = ‘ 1 5
......... voeva. . General Foods 1885 §8,0224 §5627.5 35.2% <.!3.7 3..
......... « v+« . Nabisco Brands 1985 5,8685.0 4,906.4 315 :6.7 4.1
........ +++...Camatlon Co, 1884 33700 2.885.4 55 14.4 2.7
............. +» + Esmark Inz, 1884 4,120.0 2,508.6 385 :.5.7 2.5
...... + « «» Heublgin, nc. 1882 2,140.0 1.302.6 365 181 2.7
o i - RN G. Heileman N

PR Holdnoy L Brewing Co. 1887 1.173.8 1,083.6 218 23.0 3.2
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Source: W. T, Geimm and Co., Mevgersial Roviow, 1881-1687,

EXHIBIT 10 )
Stock Price Indexes and Rewms on Equity, 1982-1987

1982 1963 1984 1985 1986 1987

Stock price indax (1981 = 100)

D s 1441 1485 2006 3212 3573 4093
gﬁul.; (7 P R R A .1288 1612 1800 2183 3687 453.0
[y SRR e 1148 1448 1922 2201 357.4 337.0
PUBBUY. - - o .ok e e st bt s m e T 1330 2021 2564 3554 4135 4408
Itk .o i CR ... 1329 1611 1865 297.6 367.4 3068
?gggc?o“ﬁd'ai DN St oo 1177 1424 1657 1792 2797 2890
S&P 500 index ... ..., s .. 1147 1345 1364 1723 157.6 2015
e 4 gt ciereeeiee. 128% 149% 17.6% 162% 23.0% 2589
BB ot e e AT MY SEET et B
gggpngﬁ{:csoﬁ DR e .. 208 171 223 208 200 228
BB 7373 4 o s g s 166 150 170 173 168 135
e TR S AR ceen 143 170 175 180 120 125
%gg..:j?:dex AR AR R Gt Sy 190 182 194 216 200 203
T T o e 108 117 181 110 105 118
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EXHIBIT 12
Projections for Knaft's Restructuring Plan, 1989-1998 (millions of dollars)

1989 1990 1991 1992 1993 1994 1995 1996 1997 1998

$ 6515 S 6804 $7,125 $7481 S§7.855 $8,248 $B,660 $9,093 §9548 $10,025

BMBS .. cvccicianusrsssasansnsananvussnsasns
Eamings before inlerast GNAIAXES o co-coassvrnracensn 1,280 1,487 1,671 1,755 1,842 1,935 2,031 2,133 2239 2351
nterest ....cccovinanrenes secensssssuvsse vess 1,380 12710 1,310 1,286 1,278 1,257 1,212 1,155 1,086 1,010
TNES ..cveoesisaancssssnsssssssnsuvanocce et (39) 89 148 _ 192 _ 231 218 3% __ 401 473 550
Profi (Joss) alter taxes lrom continuing operations .. ... (61) 128 213 21m 333 400 483 577 680 791
Cash {low available for capilal payments® . ........c.v0 2.481° 496 636 630 742 334 M 500 597 728
Principal paymenls

Preexisting debt . . .. ... seesesnseasebinrnrecans m 33 57 287 100 100 100 100 16 0

Bankdebl .. ..cccvuvecccnarcncsnanrrccciaann 2370 463 579 343 642 234 311 400 591 728
Year-end book values

Preexisingdebl . . .. ... .ccinrreeririnnanenann 793 759 703 416 316 216 116 16 0 0

Bankdebl .........0cc0us N e X I 4,430 3,968 3,389 3,046 2404 2,170 1,859 1,459 a7 150

High-ylelddebt . . ... ..ocnananecininranrecenans 3,000 3000 3,000 3,000 3000 3,000 3000 3000 3,000 3,000

Cram-downdebl. .......... T RS R T s 1874 2286 2648 3,067 3553 3553 3553 3553 3,553 3,553

TR s cetavesaanswerdaumy s ¥enanasdsasaa $10,197 $10,013 $§9,740 $0529 §9.273 $6,939 s8s52e S§B028 S7A31 $ 6,703

Sources: Kall and casewder's estimales.
2. Cash Sow avallatde for caphal payments = Nol income + Depreciation,
b. tnclisdes the §2,145 mition in cash peoceeds from tho sale of businesses in 1983,

amontization, delorred taxes — Capital expendilures — Ghange In working capital + Net proceeds from assel sales.

o
@
B
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EXHIBIT 13

Stock Prices and Market Index, October 1988

Philip S&P
Date Morris Kraft 500 Event

Oct. 3 § 97.000 § 60.000 638.710

4 98.000 58,500 637.010 Grand Metropolitan bids for Pillsbury Company.
5 97.375 59.375 640.020 .

6 96.875 59.375 641.360

7

100.875 60.625 654.830

10 101,125 . 60.750 655.320

11 100.750 60.375 654.680

12 98.875 59.500 645.470

13 99.250 59.250 648.480

14 98.625 59.500 649.230

17 100.000 60.125 651.460

18 95.500 88.250 658.560 Philip Morris bids $90 per share for Kraft.

19 94.000 90.375 652.970

20 99.000 90.250 666.990 RJR Nabisco managemenlt proposes a $17 billion leveraged buyout.
21 97.375 92.000 668.920

24 97.500 102.000 665.760 Kraft proposes its restructuring plan and Kohlberg, Kravis, Hoberls
25 95.875 99.000 666.090 announces its bid for RJA Nabisco.

26 95,500 97.500 663.820

27 95.000 94,500 654.240

28 94.750 96.500 657.280




