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AGREEMENT AND PLAN OF MERGER



ARTICLE |

The Merger; Closing; Effective Time






on behalf of third parties (collectively, "Excluded Company Shares")),

shall be converted into and become exchangeable for 0.537 of a share (the
"Exchange Ratio") of Common Stock, par value $2.50 per share, of Parent
("Parent Common Stock"), subject to adjustment as provided in Section 4.4
(the "Merger Consideration"). Parent shall use treasury shares to supply

all of the Parent Common Stock that the shareholders of the Company are to
receive pursuant to this Agreement. At the Effective Time, all Company
Shares shall no longer be outstanding, shall be canceled and retired and
shall cease to exist, and each certificate (a "Certificate") formerly
representing any of such Company Shares (other than Excluded Company
Shares) shall thereafter represent only the right to the Merger

Consideration and the right, if any, to receive pursuant to Section 4.2(e)
cash in lieu of fractional shares into which such Company Shares have been
converted pursuant to this Section 4.1(a) and any distribution or dividend
pursuant to Section 4.2(c), in each case without interest.

(b) Cancellation of Excluded Company Shares. Each Excluded Company
Share issued and outstanding immediately prior to the Effective Time shall,
by virtue of the Merger and without any action on the part of the holder
thereof, no longer be outstanding, shall be canceled and retired without
payment of any consideration therefor and shall cease to exist.

(c) Conversion of Merger Sub Shares. At the Effective Time, each share
of Common Stock, par value $0.01 per share, of Merger Sub issued and
outstanding immediately prior to the Effective Time shall be converted into
one share of common stock of the Surviving Corporation, and the Surviving
Corporation shall be a wholly—owned subsidiary of Parent.

4.2. Exchange of Certificates for Company Shares.

(a) Exchange Agent. As of the Effective Time, Parent shall deposit, or
shall cause to be deposited, with an exchange agent selected by Parent with
the Company's prior approval, which shall not be unreasonably withheld (the
"Exchange Agent"), for the benefit of the holders of Company Shares,
certificates representing the shares of Parent Common Stock and, after the
Effective Time, if applicable, any cash, dividends or other distributions
with respect to the Parent Common Stock to be issued or paid pursuant to
the last sentence of Section 4.1(a) in exchange for Company Shares
outstanding immediately prior to the Effective Time upon due surrender of
the Certificates (or affidavits of loss in lieu thereof) pursuant to the
provisions of this Article IV (such certificates for shares of Parent
Common Stock, together with the amount of any dividends or other
distributions payable with respect thereto, being referred to as the
"Exchange Fund").



(b) Exchange Procedures. Promptly after the Effective Time, the
Surviving Corporation shall cause the Exchange Agent to mail to each holder
of record as of the Effective Time of a Certificate in respect of Company
Shares (other than holders of a Certificate in respect of Excluded Company
Shares) (i) a letter of transmittal specifying that delivery shall be
effected, and that risk of loss and title to the Certificates shall pass,
only upon delivery of the Certificates (or affidavits of loss in lieu
thereof) to the Exchange Agent, such letter of transmittal to be in such
form and have such other provisions as Parent and the Company may
reasonably agree, and (ii) instructions for exchanging the Certificates for
(A) uncertificated shares of Parent Common Stock registered on the stock
transfer books of Parent in the name of such holder ("Registered Parent
Shares") or at the election of such holder, certificates representing
shares of Parent Common Stock and (B) any unpaid dividends and other
distributions and cash in lieu of fractional shares. Subject to Section
4.2(h), upon surrender of a Certificate for cancellation to the Exchange
Agent together with such letter of transmittal, duly executed, the holder
of such Certificate shall be entitled to receive in exchange therefor (x)
Registered Parent Shares or, at the election of such holder, a certificate,
in either case representing that number of whole shares of Parent Common
Stock that such holder is entitled to receive pursuant to this Article 1V,
and (y) a check in the amount (after giving effect to any required tax
withholdings) of (A) any cash in lieu of fractional shares determined in
accordance with Section 4.2(e) plus (B) any cash dividends and any other
dividends or other distributions that such holder has the right to receive
pursuant to the provisions of this Atrticle IV. The Certificate so
surrendered shall forthwith be canceled. No interest will be paid or
accrued on any amount payable upon due surrender of any Certificate. In the
event of a transfer of ownership of Company Shares that is not registered
in the transfer records of the Company, Registered Parent Shares or a
certificate, as the case may be, representing the proper number of shares
of Parent Common Stock, together with a check for any cash in lieu of
fractional shares to be paid upon due surrender of the Certificate and any
other dividends or distributions in respect thereof, may be issued and/or
paid to such a transferee if the Certificate formerly representing such
Company Shares is presented to the Exchange Agent, accompanied by all
documents required to evidence and effect such transfer and to evidence
that any applicable stock transfer taxes have been paid. If any Registered
Parent Shares or any certificate for shares of Parent Common Stock is to be
issued in a name other than that in which the Certificate surrendered in
exchange therefor is registered, it shall be a condition of such exchange
that the Person requesting such exchange shall pay any transfer or other
taxes required by reason of the issuance of Registered Parent Shares or
certificates for shares of Parent Common Stock in a name other than that of
the registered holder of the Certificate surrendered, or shall establish to
the satisfaction of Parent or the Exchange Agent that such tax has been
paid or is not applicable.
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Wall Street Journal, New York City edition, on the trading day immediately
prior to the Effective Time.

(f) Termination of Exchange Period; Unclaimed Stock. Any portion of
the Exchange Fund (including the proceeds of any investments thereof) that
remain unclaimed by the shareholders of the Company 180 days after the
Effective Time shall be paid to Parent. Any shareholders of the Company who
have not theretofore complied with this Article 1V shall thereafter look
only to Parent for payment of their shares of Parent Common Stock and any
cash, dividends and other distributions in respect thereof issuable and/or
payable pursuant to Section 4.1, Section 4.2(c) and Section 4.2(e) upon due
surrender of their Certificates (or affidavits of loss in lieu thereof), in
each case, without any interest thereon. Notwithstanding the foregoing,
none of Parent, the Surviving Corporation, the Exchange Agent nor any other
Person shall be liable to any former holder of Company Shares for any
amount properly delivered to a public official pursuant to applicable
abandoned property, escheat or similar laws.

(g) Lost, Stolen or Destroyed Certificates. In the event any
Certificate shall have been lost, stolen or destroyed, upon the making of
an affidavit of that fact by the Person claiming such Certificate to be
lost, stolen or destroyed and the posting by such Person of a bond in the
form customarily required by Parent as indemnity against any claim that may
be made against it with respect to such Certificate, Parent will issue the
shares of Parent Common Stock and the Exchange Agent will distribute stock,
any cash, dividends and other distributions in respect thereof issuable or
payable in exchange for such lost, stolen or destroyed Certificate pursuant
to Section 4.1, Section 4.2(c) and Section 4.2(e), in each case, without
interest.

(h) Affiliates. Notwithstanding anything in this Agreement to the
contrary, Certificates surrendered for exchange by any "Pooling Affiliate"
(as determined pursuant to Section 6.7) of the Company shall not be
exchanged until Parent has received a written agreement from such Person as
provided in Section 6.7.



ARTICLE V

Representations and Warranties






rights, options, warrants, conversion rights, stock appreciation

rights, redemption rights, repurchase rights, agreements, arrangements

or commitments to issue or sell any shares of capital stock or other
securities of the Company or any of its Significant Subsidiaries or

any securities or obligations convertible or exchangeable into or

exercisable for, or giving any Person a right to subscribe for or

acquire, any securities of the Company or any of its Significant

Subsidiaries, and no securities or obligations evidencing such rights

are authorized, issued or outstanding. The Company does not have
outstanding any bonds, debentures, notes or other debt obligations the
holders of which have the right to vote (or convertible into or

exercisable for securities having the right to vote) with the

shareholders of the Company on any matter. The Company Shares issuable
pursuant to the Stock Option Agreement have been duly reserved for
issuance by the Company, and upon any issuance of such Company Shares
in accordance with the terms of the Stock Option Agreement, such
Company Shares will be duly and validly issued and fully paid and
nonassessable. No Company Shares are held by a Subsidiary of the
Company.

(ii) The authorized capital stock of Parent consists of
500,000,000 shares of Parent Common Stock, of which 219,246,242 shares
were issued and outstanding and 107,879,612 shares were held in
treasury as of the close of business on July 31, 1999, and 250,000,000
shares of Preferred Stock, par value $1.00 per share (the "Parent
Preferred Shares"), of which 1,328,526 shares of Series A Parent
Preferred Shares were outstanding as of the close of business on July
31, 1999. All of the outstanding shares of Parent Common Stock have
been duly authorized and are validly issued, fully paid and
nonassessable. Other than Parent Common Stock subject to issuance as
set forth below, as of the date of this Agreement, Parent has no
shares of Parent Common Stock or Parent Preferred Shares reserved for
or subject to issuance. As of July 31, 1999, there were not more than
14,419,613.5 shares of Parent Common Stock that Parent was obligated
to issue pursuant to the Parent's stock plans, each of which are
listed in Section 5.1(b)(ii) of the Parent Disclosure Letter
(collectively, the "Parent Stock Plans"). Each of the outstanding
shares of capital stock of each of Parent's Significant Subsidiaries
is duly authorized, validly issued, fully paid and nonassessable and
owned by Parent or a direct or indirect wholly—owned subsidiary of
Parent, free and clear of any lien, pledge, security interest, claim
or other encumbrance. Except as set forth above, as of the date of
this Agreement there are no preemptive or other outstanding rights,
options, warrants, conversion rights, stock appreciation rights,
redemption rights, repurchase rights, agreements, arrangements or
commitments to issue or to sell any shares of capital stock or other
securities of Parent or any of its Significant Subsidiaries or any
securities or obligations convertible or exchangeable into or
exercisable for, or giving any Person a right to subscribe for or
acquire, any securities of Parent or any of its
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Significant Subsidiaries, and no securities or obligation evidencing
such rights are authorized, issued or outstanding. As of the date of
this Agreement, Parent does not have outstanding any bonds,
debentures, notes or other debt obligations the holders of which have
the right to vote (or convertible into or exercisable for securities
having the right to vote) with the stockholders of Parent on any
matter.

(iif) The authorized capital stock of Merger Sub consists of 100
shares of Common Stock, par value $0.01 per share, all of which are
validly issued and outstanding. All of the issued and outstanding
capital stock of Merger Sub is, and at the Effective Time will be,
owned by Parent, and there are (A) no other shares of capital stock or
other voting securities of Merger Sub, (B) no securities of Merger Sub
convertible into or exchangeable for shares of capital stock or other
voting securities of Merger Sub and (C) no options or other rights to
acquire from Merger Sub, and no obligations of Merger Sub to issue,
any capital stock, other voting securities or securities convertible
into or exchangeable for capital stock or other voting securities of
Merger Sub. Merger Sub has not conducted any business prior to the
date of this Agreement and has no, and prior to the Effective Time
will have no, assets, liabilities or obligations of any nature other
than those incident to its formation and pursuant to this Agreement
and the Merger and the other transactions contemplated by this
Agreement.

(c) Corporate Authority; Approval and Fairness.

(i) The Company has all requisite corporate power and authority
and has taken all corporate action necessary in order to execute,
deliver and perform its obligations under this Agreement and the Stock
Option Agreement and, subject only to adoption of this Agreement by
the holders of two-thirds of the outstanding Company Shares (the
"Company Requisite Vote"), to consummate the Merger. Each of this
Agreement and the Stock Option Agreement has been duly executed and
delivered by the Company and is a valid and binding agreement of the
Company enforceable against the Company in accordance with its terms,
subject to bankruptcy, insolvency, fraudulent transfer,
reorganization, moratorium and similar laws of general applicability
relating to or affecting creditors' rights and to general equity
principles (the "Bankruptcy and Equity Exception™). The Board of
Directors of the Company (A) has approved, by the unanimous vote of
all of the directors present and voting at a meeting at which a quorum
was present, this Agreement, the Stock Option Agreement and the Merger
and the other transactions contemplated by this Agreement and the
Stock Option Agreement and (B) has received the opinion of its
financial advisor, Credit Suisse First Boston Corporation, to the
effect that, as of the date of this Agreement, the Exchange Ratio is
fair to holders of Company Shares from a financial point of view.
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(i) Parent and Merger Sub each has all requisite corporate power
and authority and each has taken all corporate action necessary in
order to execute, deliver and perform its obligations under this
Agreement and, in the case of Parent, the Stock Option Agreement, and,
to consummate the Merger. This Agreement has been duly executed and
delivered by Parent and Merger Sub and is a valid and binding
agreement of Parent and Merger Sub, enforceable against each of Parent
and Merger Sub in accordance with its terms, subject to the Bankruptcy
and Equity Exception. Without limiting the generality of the
foregoing, no vote or approval of the holders of any class of capital
stock of Parent is required in order for Parent and Merger Sub to
execute, deliver and perform its obligations under this Agreement, to
consummate the Merger or to issue Parent Common Stock pursuant to the
Merger. The Board of Directors of Parent has unanimously approved this
Agreement and the Merger and the other transactions contemplated by
this Agreement. The shares of Parent Common Stock issuable to the
Company shareholders pursuant to the Agreement are listed on the NYSE
and, when issued pursuant to this Agreement, will be validly issued,
fully paid and nonassessable, and no stockholder of Parent will have
any preemptive right of subscription or purchase in respect thereof.

(d) Government Filings; No Violations.

(i) Other than the filings and/or notices (A) pursuant to Section
1.3, (B) under the Hart-Scott-Rodino Antitrust Improvements Act of
1976, as amended (the "HSR Act"), the Exchange Act and the Securities
Act of 1933, as amended (the "Securities Act"), (C) pursuant to the
European Community Merger Control Regulation, (D) to comply with state
securities or "blue—sky" laws, and (E) to comply with any other
relevant Competition Laws (including such laws in Canada and, if
necessary, Japan) (such filings and/or notices of Parent being the
"Parent Required Filings" and of the Company being the "Company
Required Filings"), no notices, reports or other filings are required
to be made by it with, nor are any consents, registrations, approvals,
permits or authorizations required to be obtained by it from, any
governmental or regulatory authority, court, agency, commission, body
or other governmental entity ("Governmental Entity"), in connection
with the execution and delivery of this Agreement and the Stock Option
Agreement by it and the consummation by it of the Merger and the other
transactions contemplated by this Agreement and the Stock Option
Agreement, except those that the failure to make or obtain are not,
individually or in the aggregate, reasonably likely to have a Material
Adverse Effect on it and not reasonably likely to prevent, materially
delay or materially impair its ability to consummate the transactions
contemplated by this Agreement or the Stock Option Agreement.
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reports filed subsequent to the date of this Agreement, its "Reports"). As
of their respective dates, its Reports did not contain any untrue statement
of a material fact or omit to state a material fact required to be stated
therein or necessary to make the statements made therein, in light of the
circumstances in which they were made, not misleading. Each of the
consolidated balance sheets included in or incorporated by reference into
its Reports (including the related notes and schedules) fairly presents in
all material respects the consolidated financial position of it and its
Subsidiaries as of its date and each of the consolidated statements of
income and of cash flows included in or incorporated by reference into its
Reports (including any related notes and schedules) fairly presents in all
material respects the consolidated results of operations, retained earnings
and cash flows, as the case may be, of it and its Subsidiaries for the
periods set forth therein (subject, in the case of unaudited statements, to
notes and normal year—end audit adjustments that will not be material in
amount or effect), in each case in accordance with U.S. generally accepted
accounting principles ("GAAP") consistently applied during the periods
involved, except as may be noted therein.

(f) Absence of Certain Changes.

(i) Since December 31, 1998 (the "Audit Date") there has not been
(w) any change in the financial condition, liabilities and assets
(taken together) or business of the Company and its Subsidiaries,
except those changes that are not, individually or in the aggregate,
reasonably likely to have a Material Adverse Effect on the Company;
(x) any damage, destruction or other casualty loss with respect to any
asset or property owned, leased or otherwise used by the Company or
any of its Subsidiaries, whether or not covered by insurance, which
damage, destruction or loss is reasonably likely, individually or in
the aggregate, to have a Material Adverse Effect on the Company; (y)
any declaration, setting aside or payment of any dividend or other
distribution in respect of the Company's capital stock, except
publicly announced regular quarterly cash dividends on its common
stock; or (z) any change by the Company in accounting principles,
practices or methods, except as required by GAAP. Since the Audit
Date, except as provided for in this Agreement, there has not been any
increase in the salary, wage, bonus, grants, awards, benefits or other
compensation payable or that could become payable by the Company or
any of its Subsidiaries to directors, officers or key employees or any
amendment of any of its Compensation and Benefit Plans other than
increases or amendments in the ordinary and usual course of its
business (which may include ordinary periodic performance reviews and
related compensation and benefit increases and the provision of new
individual compensation and benefits for promoted or newly hired
officers and employees on terms consistent with past practice) and no
additional contributions have been made to the Company Benefits
Protection Trust and no actions have been taken to provide for any
such contributions. From the Audit Date through the date of this
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Agreement, the Company and its Subsidiaries have conducted their
respective businesses only in, and have not engaged in any material
transaction other than according to, the ordinary and usual course of
such business.

(i) Since the Audit Date, there has not been (w) any change in
the financial condition, liabilities and assets (taken together) or
business of Parent and its Subsidiaries, except those changes that are
not, individually or in the aggregate, reasonably likely to have a
Material Adverse Effect on Parent; (x) any damage, destruction or
other casualty loss with respect to any asset or property owned,
leased or otherwise used by Parent or any of its Subsidiaries, whether
or not covered by insurance, which damage, destruction or loss is
reasonably likely, individually or in the aggregate, to have a
Material Adverse Effect on Parent; (y) any declaration, setting aside
or payment of any dividend or other distribution in respect of
Parent's capital stock, except publicly announced regular quarterly
cash dividends on its common stock and except as permitted by Section
6.1(b); or (z) any change by Parent in accounting principles,
practices or methods, except as required by GAAP. From the Audit Date
through the date of this Agreement, Parent and its Subsidiaries have
conducted their respective businesses only in, and have not engaged in
any material transaction other than according to the ordinary and
usual course of such businesses.

(g) Litigation and Liabilities. Except as to matters involving Taxes,
there are no (i) civil, criminal or administrative actions, suits, claims,
hearings, investigations or proceedings pending or, to the actual knowledge
of its executive officers, threatened against it or any of its Subsidiaries
or (ii) obligations or liabilities of it and its Subsidiaries, whether or
not accrued, contingent or otherwise and whether or not required to be
disclosed, or any other facts or circumstances, in either such case, except
for those that are not, individually or in the aggregate, reasonably likely
to have a Material Adverse Effect on it and not reasonably likely to
prevent, materially delay or materially impair its ability to consummate
the transactions contemplated by this Agreement or the Stock Option
Agreement.



Retirement Income Security Act of 1974, as amended ("ERISA"), or any
bonus, deferred compensation, pension, retirement, profit-sharing,
thrift, savings, employee stock ownership, stock bonus, stock

purchase, restricted stock, stock option, employment, consulting,
termination, severance, compensation, medical, health or fringe

benefit plan, or other plan, program, agreement, policy or arrangement
for any agents, consultants, employees, directors, former employees or
former directors of the Company and or any ERISA Affiliate which does
not constitute an employee benefit plan (which employee benefit plans
and other plans, programs, agreements policies and arrangements are
collectively referred to as the "Compensation and Benefit Plans"). A
true and correct copy of each Compensation and Benefit Plan and, to
the extent applicable, copies of the most recent annual report,

actuarial report, accountant's opinion of the plan's financial

statements, summary plan description and Internal Revenue Service
determination letter with respect to any Compensation and Benefit
Plans and any trust agreements or insurance contracts forming a part
of such Compensation and Benefit Plans has been made available by the
Company to Parent prior to the date of this Agreement. In the case of
any Compensation and Benefit Plan which is not in written form, the
Company has supplied to Parent an accurate description of such
Compensation and Benefit Plan as in effect on the date of this
Agreement. For purposes of this Agreement, the term "ERISA Affiliate"
means any corporation or trade or business which, together with the
Company, is a member of a controlled group of Persons or a group of
trades or businesses under common control with the Company within the
meaning of Sections 414(b), (c), (m) or (o) of the Code.

(i) All Compensation and Benefit Plans are in substantial
compliance with all requirements of applicable Law, including the Code
and ERISA and no event has occurred which will or could cause any such
Compensation and Benefit Plan to fail to substantially comply with
such requirements and no notice has been issued by any governmental
authority questioning or challenging such compliance. There have been
no acts or omissions by the Company or any ERISA Affiliate which have
given rise to or may give rise to fines, penalties, taxes or related
charges under Section 502 of ERISA or Chapters 43, 47, 68 or 100 of
the Code for which the Company or ERISA Affiliate may be liable and
which are, individually or in the aggregate, reasonably likely to have
a Material Adverse Effect. Each of the Compensation and Benefit Plans
that is an "employee pension benefit plan" within the meaning of
Section 3(2) of ERISA, other than a multiemployer plan (as defined in
Section 3(37) of ERISA (each a "Pension Plan"), and that is intended
to be qualified under Section 401(a) of the Code has received a
favorable determination letter from the Internal Revenue Service (the
"IRS") which covers all changes in Law for which the remedial
amendment period (within the meaning of Section 401(b) of the Code and

16



applicable regulations) has expired and none of the Company nor any of
its ERISA Affiliates is aware of any circumstances likely to result in
revocation of any such favorable determination letter. There is no
pending or, to the actual knowledge of the Company's executive
officers, threatened material litigation relating to its Compensation

and Benefit Plans. Neither the Company nor any of the ERISA Affiliates
has engaged in a transaction with respect to any of the Compensation
and Benefit Plans that, assuming the taxable period of such

transaction expired as of the date of this Agreement, would subject it
or any of the ERISA Affiliates to a material tax or penalty imposed by
either Section 4975 of the Code or Section 502 of ERISA.

(iii) As of the date of this Agreement, no liability under Title
IV of ERISA (other than the payment of prospective premium amounts to
the Pension Benefit Guaranty Corporation in the normal course) has
been or is expected to be incurred by the Company or any ERISA
Affiliate with respect to any Compensation and Benefit Plan. No notice
of a "reportable event", within the meaning of Section 4043 of ERISA
for which the 30—day reporting requirement has not been waived, has
been required to be filed for any Pension Plans within the 12-month
period ending on the date of this Agreement or will be required to be
filed in connection with the transactions contemplated by this
Agreement.

(iv) All contributions required to be made under the terms of any
of the Compensation and Benefit Plans as of the date of this Agreement
have been timely made or have been reflected on the most recent
consolidated balance sheet filed or incorporated by reference in its
Reports prior to the date of this Agreement. None of the Pension Plans
has an "accumulated funding deficiency" (whether or not waived) within
the meaning of Section 412 of the Code or Section 302 of ERISA.
Neither the Company nor any ERISA Affiliate has provided, or is
required to provide, security to any Pension Plans pursuant to Section
401(a)(29) of the Code or to the PBGC pursuant to Title IV or ERISA.

(v) Under each of the Pension Plans as of the last day of the
most recent plan year ended prior to the date of this Agreement, the
actuarially determined present value of all "benefit liabilities",
within the meaning of Section 4001(a)(16) of ERISA (as determined on
the basis of the actuarial assumptions contained in such Pension
Plan's most recent actuarial valuation), did not exceed the then
current value of the assets of such Pension Plan, and there has been
no material change in the financial condition of such Pension Plan
since the last day of the most recent plan year.

(vi) None of the Company nor any ERISA Affiliate have any
obligations for post—termination health and life benefits under any of
the
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Compensation and Benefit Plans, except as set forth in its Reports
filed prior to the date of this Agreement or as required by applicable
Law.

(vii) The consummation of the Merger (or its approval by
shareholders of the Company) and the other transactions contemplated
by this Agreement or the Stock Option Agreement will not (x) entitle
any employees or directors of the Company or any employees of any of
the Company's ERISA Affiliates to severance pay, directly or
indirectly, upon termination of employment or otherwise, (y)
accelerate the time of payment or vesting or trigger any payment of
compensation or benefits under, increase the amount payable or trigger
any other material obligation pursuant to, any of the Compensation and
Benefit Plans or (z) result in any breach or violation of, or a
default under, any of the Compensation and Benefit Plans.

(viii) None of the Compensation and Benefit Plans is a
multiemployer plan and none of the Company or any of the ERISA
Affiliates have contributed or been obligated to contribute to a
multiemployer plan at any time since January 1, 1993.

(i) Compliance with Laws. The businesses of each of it and its
Subsidiaries have not been, and are not being, conducted in violation of
any law, statute, ordinance, regulation, judgment, order, decree,
injunction, arbitration award, license, authorization, opinion, agency
requirement or permit of any Governmental Entity (collectively, "Laws"),
and to the actual knowledge of the executive officers no Significant
Investor is in violation of any Law, except for violations or possible
violations that are not, individually or in the aggregate, reasonably
likely to have a Material Adverse Effect on it and not reasonably likely to
prevent, materially delay or materially impair its ability to consummate
the transactions contemplated by this Agreement or the Stock Option
Agreement. No investigation or review by any Governmental Entity with
respect to it or any of its Subsidiaries is pending or, to the actual
knowledge of its executive officers, threatened, nor has any Governmental
Entity indicated an intention to conduct the same, except for those the
outcome of which are not, individually or in the aggregate, reasonably
likely to have a Material Adverse Effect on it and not reasonably likely to
prevent, materially delay or materially impair its ability to consummate
the transactions contemplated by this Agreement and the Stock Option
Agreement. To the actual knowledge of its executive officers, no material
change is required in its or any of its Subsidiaries' processes, properties
or procedures in connection with any such Laws, and it has not received any
notice or communication of any material noncompliance with any such Laws
that has not been cured as of the date of this Agreement, except for such
changes and noncompliance that are not, individually or in the aggregate,
reasonably likely to have a Material Adverse Effect on it and not
reasonably likely to prevent, materially delay or materially impair its
ability to consummate the transactions
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contemplated by this Agreement and the Stock Option Agreement. Each of it
and its Subsidiaries has all permits, licenses, franchises, variances,
exemptions, orders and other governmental authorizations, consents and
approvals necessary to conduct their business as presently conducted,
except for those the absence of which are not, individually or in the
aggregate, reasonably likely to have a Material Adverse Effect on it and

not reasonably likely to prevent, materially delay or materially impair its
ability to consummate the transactions contemplated by this Agreement and
the Stock Option Agreement.

(j) Takeover Statutes; Charter and Bylaw Provisions. The Board of
Directors of the Company has taken all appropriate and necessary actions
such that the transactions contemplated under this Agreement and the Stock
Option Agreement can be consummated and neither Parent or Merger Sub, as
"interested shareholders" (as defined in Section 912 of the NYBCL), will be
prohibited at any time from entering into one or more "business
combinations" (within the meaning of Section 912 of the NYBCL) with the
Company, without any need to satisfy the conditions set forth in Section
912(c)(3) of the NYBCL, as a result of the execution and delivery of this
Agreement and the Stock Option Agreement, or as a result of the
consummation of the transactions contemplated by this Agreement or the
Stock Option Agreement. Except for the applicable provisions of the NYBCL,
no other "fair price," "moratorium," "control share acquisition" or other
similar state law anti—takeover statute or regulation (each a "Takeover
Statute") as in effect on the date of this Agreement is applicable to the
Company, the Company Shares, the Merger or the other transactions
contemplated by this Agreement or the Stock Option Agreement. No
anti—takeover provision contained in the Company's certificate of
incorporation or its bylaws (collectively, "Charter and Bylaw Provisions")
is, or at the Effective Time will be, applicable to the Merger or the other
transactions contemplated by this Agreement or the Stock Option Agreement.

"

(k) Environmental Matters. Except for such matters that, individually
or in the aggregate, are not reasonably likely to have a Material Adverse
Effect on the Company: (i) each of the Company and its Subsidiaries has
complied with all applicable Environmental Laws; (ii) neither the Company
nor any Subsidiary has received any notice, demand, letter, claim or
request for information alleging that the Company or any of its
Subsidiaries may be in violation of or liable under any Environmental Law
or is involved in any litigation related to any Environmental Laws; (iii)
neither the Company nor any of its Subsidiaries is subject to any Orders,
decrees, injunctions or other arrangements with any Governmental Entity
relating to the remediation of Hazardous Substances or compliance with
Environmental Laws; (iv) there are no circumstances or conditions involving
the Company or any of its Subsidiaries that could reasonably be expected to
result in any claims, liability, investigations, costs or restrictions on
the ownership, use, or transfer of any of the Company's properties pursuant
to any Environmental Law; and (v) the executive officers of the Company
have no actual

19



knowledge of any breach of any Environmental Law by any Significant
Investee. This Section 5.1(k) constitutes the sole representation and
warranty of the Company with respect to any Environmental Law or relating
to Hazardous Substances notwithstanding any other representation of this
Article V.



Subsidiaries has any liability with respect to income, franchise or similar
Taxes in excess of the amounts accrued in respect thereof that are
reflected in the financial statements included in Reports, except such
excess liabilities as are not, individually or in the aggregate, reasonably
likely to have a Material Adverse Effect on it. No payments to be made to
any of the officers and employees of it or its Subsidiaries will as a

result of consummation of the Merger be subject to the deduction
limitations under Section 280G of the Code.



Merger and/or the other transactions contemplated by this Agreement and the
Stock Option Agreement.

(q) Intellectual Property Rights. The Company and its Subsidiaries own
or have the right to use all intellectual property material to the conduct
of their respective businesses (such intellectual property and such rights
are collectively referred to as the "Company IP Rights") except for any
such failures to own or have the right to use that, individually or in the
aggregate, are not reasonably likely to have a Material Adverse Effect on
the Company. Except in each case as is not, individually or in the
aggregate, reasonably likely to have a Material Adverse Effect on the
Company, neither the manufacture, marketing, license, export, sale or
promoted use of any product by the Company or its Subsidiaries nor the
current use by it or its Subsidiaries or licensees of the Company or its
Subsidiaries of any Company IP Rights (A) violates any license or agreement
between the Company or any of its Subsidiaries and any Person or (B)
infringes any patents or other intellectual property rights of any other
Person; and there is no pending or, to the actual knowledge of the
Company's executive officers, threatened claim or litigation contesting the
validity, ownership or right to use, sell, license or dispose of any
Company IP Rights, or asserting that any Company IP Rights or the proposed
use, sale, export, license or disposition of Company IP Rights, or the
manufacture, use or sale of any products made using any Company IP Rights,
conflicts or will conflict with the contractual or intellectual property
rights of any other Person, other than any that would not, individually or
in the aggregate, be reasonably likely to have a Material Adverse Effect on
it.

(r) Year 2000 Compliance. It has instituted processes and controls to
attain Year 2000 Compliance, and the foreseeable expenses or other
liabilities associated with the process of securing full Year 2000
Compliance would not be reasonably likely to have a Material Adverse Effect
on it. "Year 2000 Compliance" means, except for any noncompliance that,
individually or in the aggregate would not be reasonably likely to cause a
Material Adverse Effect on it, that such hardware or software used by it or
any of its Subsidiaries including, but not limited to, microcode, firmware,
system and application programs, files, databases, computer services, and
microcontrollers, including those embedded in computer and non—computer
equipment (the "Computer Systems") will not fail (because of a date change
event resulting from a transition to the year 2000) to:

(i) process date data consistently from, before and after January
1, 2000;

(i) maintain functionality with respect to the introduction
processing or output of records containing dates falling on or after
January 1, 2000; and
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(iii) be interoperable with other Year 2000 Compliant software or
hardware which may deliver records to, receive records from or
interact with such Computer Systems in the course of conducting its
business of, including processing data, manufacturing process control
systems and manufacturing its products.

ARTICLE VI
Covenants

6.1. Interim Operations.



(iv) Neither it nor any of its ERISA Affiliates shall: (A) make any
contribution to the Company Benefits Protection Trust (the "Rabbi Trust")
in excess of $5,000,000; (B) accelerate, amend or change the period of
exerciseability of or terminate, establish, adopt, enter into, increase,
make any new grants or awards of stock-based compensation or other benefits
under any Compensation and Benefit Plans; (C) amend or otherwise modify or
increase the benefits under any Compensation and Benefit Plans; or (D)
increase the salary, wage, bonus or other cash compensation of any
directors, officers or key employees, in the case of (B), (C) and (D),
except for actions necessary to satisfy existing contractual obligations
under Compensation and Benefit Plans existing as of the date of this
Agreement and in the case of (D) except in the ordinary course of business
and consistent with past practice and neither it nor any of its ERISA
Affiliates shall take any actions that would or could have the effect of
any of the foregoing; provided, however, that after the date of this
Agreement and prior to the Effective Time, the Company may (l) establish a
transition retention program which provides non—-equity based retention
incentives (not to exceed a maximum value of $20,000,000 in the aggregate),
the criteria for which, including the criteria for the timing of payments
thereunder, are reviewed in advance by Parent; (II) make new grants or
awards of stock—based compensation to the extent permitted under Section
6.1(a)(vii); () take actions to appoint the Administrative Committee
under the Rabbi Trust and to establish reasonable compensation for members
of the Administrative Committee who are not employees of the Company or its
affiliates for services rendered as members of the Administrative
Committee; and (IV) in the event that the Effective Time has not occurred
prior to the next regularly scheduled meeting of the Company's shareholders
and provided that the amendment would not prevent the Merger from
qualifying for pooling—of-interest accounting treatment in accordance with
APB No. 16, to seek approval from the Company's shareholders of an
amendment to the 1997 Company Long-Term Incentive Plan to provide for the
issuance of additional shares of Company Common Stock for grants and awards
in the ordinary course of business and consistent with past practice as
described in Section 6.1(a)(vii);

(v) Neither it nor any of its Subsidiaries shall incur, repay or
retire prior to maturity or refinance prior to maturity any indebtedness
for borrowed money or guarantee any such indebtedness or issue, sell,
repurchase or redeem prior to maturity any debt securities or warrants or
rights to acquire any debt securities or guarantee any debt securities of
others, in all such cases in excess of, in the aggregate, $500,000,000;

(vi) Neither it nor any of its Subsidiaries shall make any capital
expenditures in an aggregate amount in excess of the aggregate amount
reflected in the Company's capital expenditure budget for the applicable
fiscal year;

(vii) Neither it nor any of its Subsidiaries shall issue, deliver,
sell, pledge or encumber shares of any class of its capital stock or any
securities convertible or
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exchangeable into, any rights, warrants or options to acquire, or any

bonds, debentures, notes or other debt obligations having the right to vote

or convertible into or exercisable for any such shares, provided, however,

that the Company may award equity—based compensation under the Company
Stock Plans provided such awards are made in the ordinary course of
business and are consistent (including the value of such awards, determined
on an individual basis) with past practices;

(viii) Neither it nor any of its Subsidiaries shall consummate,
authorize, propose or announce an intention to authorize or propose, or
enter into an agreement with respect to, any merger, consolidation, joint
venture or business combination (other than the Merger), or any purchase,
sale, lease, license or other acquisition or disposition of any business or
of a material amount of assets or securities except (in the case of assets)
for transactions entered into in the ordinary and usual course of its
business;

(ix) It shall not make any material change in its accounting policies
or procedures, other than any such change that is required by GAAP;

(x) It shall not release, assign, settle or compromise any material
claims or litigation or make any material tax election or settle or
compromise any material federal, state, local or foreign tax liability; and

(xi) Neither it nor any of its Subsidiaries shall authorize or enter
into any agreement to do any of the foregoing.



(iii) It shall not make acquisitions of businesses or enter into any
joint ventures, except for acquisitions of businesses or joint ventures
engaged in businesses of the type listed in Section 6.1(b)(iii) of the
Parent Disclosure Letter. If Parent seeks the consent of the Company to
make other acquisitions of businesses or enter into other joint ventures,
the decision whether to grant such consent shall be made solely by the
Company's Chief Executive Officer, who shall treat any information provided
to him in connection with the request confidentially and shall not share
such information, or the fact of the request, with any other Person;
provided, however, that the Company's Chief Executive Officer may share
such information, and disclose the fact of the request, with such of the
Company's outside legal advisors as are reasonably necessary to enable the
Chief Executive Officer to make an informed decision with respect to the
requested consent.

(iv) Neither it nor any of its Subsidiaries shall authorize or enter
into any agreement to do any of the foregoing.





















6.10. Benefits.
(a) Stock Options.

(i) At the Effective Time, each outstanding option to purchase Company
Shares (a "Company Option") under the Company Stock Plans, whether vested
or unvested, shall be converted to an option to acquire, on the same terms
and conditions as were applicable under such Company Option, the same
number of shares of Parent Common Stock as the holder of such Company
Option would have been entitled to receive pursuant to the Merger had such
holder exercised such Company Option in full immediately prior to the
Effective Time (rounded down to the nearest whole number) (a "Substitute
Option"), at an exercise price per share (rounded to the nearest whole
cent) equal to (y) the aggregate exercise price for the Company Shares
otherwise purchasable pursuant to such Company Option divided by (z) the
number of full shares of Parent Common Stock deemed purchasable pursuant to
such Company Option in accordance with the foregoing.

(ii) As promptly as practicable after the Effective Time, the Company
shall deliver to the participants in the Company Stock Plans appropriate
notices setting forth such participants' rights pursuant to the Substitute
Options.















Section 368(a) of the Code, and the Company shall use its reasonable best
efforts to obtain an opinion of its counsel as contemplated by Section 7.3(c).

ARTICLE VII

Conditions



reasonably satisfied that the Merger will qualify for pooling—of-interests
accounting treatment.



shall have received a certificate signed on behalf of Parent and Merger Sub
by an executive officer of Parent to such effect; and

(c) Tax Opinion. The Company shall have received the opinion of
Sullivan & Cromwell, counsel to the Company, dated the Closing Date, the
effect that the Merger will be treated for Federal income tax purposes as a
reorganization within the meaning of Section 368(a) of the Code, and that
each of Parent, Merger Sub and the Company will be a party to that
reorganization within the meaning of Section 368(b) of the Code. In
rendering such opinions, such counsel may rely upon reasonable
representations and certificates of Parent, Merger Sub and the Company and
certain stockholders or shareholders of Parent, Merger Sub and the Company;
and Parent, Merger Sub and the Company will make, and each of them agrees
to use its reasonable best efforts to cause such of its respective
stockholders or shareholders to make, such representations and deliver such
certificates.

(d) Parent shall have obtained each of the Parent Required Consents.
ARTICLE VIII

Termination






shareholders of the Company referred to in Section 7.1(a), by action of the
Board of Directors of Parent if:

(a) the Board of Directors of the Company shall have withdrawn,
adversely modified or changed its approval or recommendation of this
Agreement, or failed to reconfirm its recommendation of this Agreement to
the Company's shareholders within 15 business days after a written request
by Parent to do so; or

(b) there has been a material breach by the Company of any
representation, warranty, covenant or agreement contained in this Agreement
which (i) would result in a failure of a condition set forth in Section 7.1
or Section 7.2(a), 7.2(b) or 7.2(c) and (ii) cannot be or is not cured
prior to the Termination Date.

8.5. Effect of Termination and Abandonment.









If to Parent or Merger Sub

The Dow Chemical Company
2030 Dow Center

Midland, Michigan 48674
Attention: Chief Executive Officer
Fax: (517) 638-9397

and

The Dow Chemical Company
2030 Dow Center

Midland, Michigan 48674
Attention: General Counsel
Fax: (517) 638-9397

with a copy to:

Mayer, Brown & Platt
190 South LaSalle Street
Chicago, IL 60603
Attention: Scott J. Davis
Marc F. Sperber
Fax: (312) 701-7711

and if to the Company

Union Carbide Corporation

39 Old Ridgebury Road

Danbury, CT 06817

Attention: Chief Executive Officer
Fax: (203) 794-6104

and

Union Carbide Corporation
39 Old Ridgebury Road
Danbury, CT 06817
Attention: General Counsel
Fax: (203) 794-5865
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with a copy to:

Sullivan & Cromwell

125 Broad Street

New York, NY 10004

Attention: Neil T. Anderson
Stephen M. Kotran

Fax: (212) 558-3588

or to such other persons or addresses as may be designated in writing by the
party to receive such notice as provided above.



contractual or legal restraints on the Company's ability to unilaterally cause
such Subsidiary to take such action.






EXHIBIT B

FORM OF COMPANY AFFILIATE'S LETTER



NOW, THEREFORE, intending to be legally bound, the parties agree as
follows:



and

"THE SHARES REPRESENTED BY THIS CERTIFICATE MAY NOT BE OFFERED, SOLD,
PLEDGED, TRANSFERRED OR OTHERWISE DISPOSED OF EXCEPT IN ACCORDANCE WITH THE
REQUIREMENTS OF THE CONDITIONS SPECIFIED IN THE SHAREHOLDER AGREEMENT DATED
AS OF AUGUST __, 1999 BETWEEN THE HOLDER OF THIS CERTIFICATE AND THE DOW
CHEMICAL COMPANY, A COPY OF WHICH AGREEMENT MAY BE INSPECTED BY THE HOLDER
OF THIS CERTIFICATE AT THE PRINCIPAL OFFICES OF THE DOW CHEMICAL COMPANY OR
FURNISHED BY THE DOW CHEMICAL COMPANY TO THE HOLDER OF THIS CERTIFICATE
UPON WRITTEN REQUEST AND WITHOUT CHARGE."









IN WITNESS WHEREOF, this Agreement is executed as of the date first stated
above.

THE DOW CHEMICAL COMPANY,
a Delaware corporation

By:

Name:
Title:

Shareholder

By:

Name:
Name of Signatory
(if different from name of Shareholder):

Title of Signatory
(if applicable):

Number of Shares Owned:

Number of Shares Issuable upon
Exercise of Stock Options:



EXHIBIT C

FORM OF PARENT AFFILIATE'S LETTER









IN WITNESS WHEREOF, this Agreement is executed as of the date first
stated above.

UNION CARBIDE CORPORATION,
a New York corporation

By:

Name:
Title:

Stockholder

By:

Name:
Name of Signatory
(if different from name of Stockholder):

Title of Signatory
(if applicable):

Number of Shares Owned:

Number of Shares Issuable upon
Exercise of Stock Options:



STOCK OPTION AGREEMENT












Merger Agreement as they relate to Issuer and this Agreement, as if such
representations were set forth in this Agreement.

(b) Shares Reserved for Issuance; Capital Stock. Issuer has taken all
necessary corporate action to authorize and reserve, free from preemptive
rights, and permit it to issue, sufficient authorized but unissued or
treasury shares of Common Stock so that the Option may be fully exercised
without additional authorization of Common Stock after giving effect to all
other options, warrants, convertible securities and other rights of third
parties to purchase shares of Common Stock from Issuer, and all such
shares, upon issuance pursuant to the Option, will be duly authorized,
validly issued, fully paid and nonassessable, and will be delivered free
and clear of all claims, liens, encumbrances, and security interests (other
than those created by this Agreement) and not subject to any preemptive
rights.


















agree not to plead or claim in any Delaware Court that such litigation brought
therein has been brought in an inconvenient forum.



converted or exchanged) to any unaffiliated party, less (y) the Grantee's
purchase price of such Option Shares.






[DOW LOGO] [UNION CARBIDE LOGO]

DOW CHEMICAL AND UNION CARBIDE TO MERGE IN TRANSACTION VALUED AT $11.6 BILLION

CREATES LEADING GLOBAL CHEMICAL COMPANY WITH MAJOR GROWTH OPPORTUNITIES
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