Notice of Substantial Borders Stock Ownership. Any person or Entity (as
defined herein) that beneficially owns, at any time on or after the Motion
Date, Borders Stock in an amount sufficient to qualify such person or
Entity as a Substantial Equityholder (as defined herein) shall file with the
Court, and serve upon the Debtors and attorneys for the Debtors, a Notice
of Substantial Stock Ownership (a “Substantial Equity Ownership
Notice”), in the form annexed to the Motion as Exhibit E, which describes
specifically and in detail the Borders Stock ownership of such person or
Entity, on or before the date that is the later of: (a) ten (10) business days
after the entry of this Order, and (b) ten (10) business days after that
person or Entity qualifies as a Substantial Equityholder. At the holder’s
election, the Substantial Equity Ownership Notice to be filed with the
Court (but not such notice served upon the Debtors and the attorneys for
the Debtors) may be redacted to exclude such holder’s taxpayer
identification number and the number of shares of Borders Stock that such
holder beneficially owns.

Acquisition of Borders Stock or Options. At least twenty (20) business
days prior to the proposed date of any transfer of equity securities
(including Options, as hereinafter defined, to acquire such securities) that
would result in an increase in the amount of Borders Stock beneficially
owned by any person or Entity that currently is or subsequently becomes a
Substantial Equityholder or that would result in a person or Entity
becoming a Substantial Equityholder (a “Proposed Equity Acquisition
Transaction”), such person, Entity, or Substantial Equityholder (a
“Proposed Equity Transferee”) shall file with the Court, and serve upon
the Debtors and the attorneys for the Debtors, a Notice of Intent to
Purchase, Acquire, or Otherwise Accumulate Borders Stock (an “Equity
Acquisition Notice”), in the form annexed to the Motion as Exhibit F,
which describes specifically and in detail the proposed transaction in
which Borders Stock is to be acquired. At the holder’s election, the
Equity Acquisition Notice that is filed with the Court (but not such notice
served upon the Debtors and the attorneys for the Debtors) may be
redacted to exclude such holder’s taxpayer identification number and the
number of shares of Borders Stock that such holder beneficially owns and
proposes to purchase or otherwise acquire.

Disposition of Borders Stock or Options. At least twenty (20) business
days prior to the proposed date of any transfer or other disposition of
equity securities (including Options to acquire such securities) that would
result in a decrease in the amount of Borders Stock beneficially owned by
a Substantial Equityholder or that would result in a person or Entity
ceasing to be a Substantial Equityholder (a “Proposed Equity Disposition
Transaction,” and together with a Proposed Equity Acquisition
Transaction, a “Proposed Equity Transaction’), such person, Entity, or
Substantial Equityholder (a “Proposed Equity Transferor”) shall file with
the Court, and serve upon the Debtors and the attorneys for the Debtors, a
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Notice of Intent to Dispose of Borders Stock (an “Equity Disposition
Notice,” and together with an Equity Acquisition Notice, an “Equity
Trading Notice”), in the form annexed to the Motion as Exhibit G, which
describes specifically and in detail the proposed transaction in which
Borders Stock would be transferred. At the holder’s election, the Equity
Disposition Notice that is filed with the Court (but not such notice served
upon the Debtors and the attorneys for the Debtors) may be redacted to
exclude such holder’s taxpayer identification number and the number of
shares of Borders Stock that such holder beneficially owns and proposes
to sell or otherwise transfer.

Objection Procedures. The Debtors shall have fifteen (15) business days
after the filing of an Equity Trading Notice (the “Equity Objection
Deadline”) to file with the Court and serve on a Proposed Equity
Transferee or a Proposed Equity Transferor, as the case may be, an
objection to any proposed transfer of equity securities (including Options
to acquire such securities) described in such Equity Trading Notice on the
grounds that such transfer may adversely affect the Debtors’ ability to
utilize the Tax Attributes (an “Equity Objection”) as a result of an
ownership change under section 382 or section 383 of the Tax Code.

1) If the Debtors file an Equity Objection by the Equity Objection
Deadline, then the Proposed Equity Transaction shall not be
effective unless approved by a final and nonappealable order of
this Court.

2 If the Debtors do not file an Equity Objection by the Equity
Objection Deadline, or if the Debtors provide written authorization
to the Proposed Equity Transferee or the Proposed Equity
Transferor, as the case may be, approving the Proposed Equity
Transaction, prior to the Equity Objection Deadline, then such
Proposed Equity Transaction may proceed solely as specifically
described in the Equity Trading Notice.

3 Any further Proposed Equity Transaction must be the subject of
additional notices and the prescribed waiting period as set forth
above.

Unauthorized Transactions in Borders Stock or Options. Effective as of
the date of the filing of the Motion and until further order of the Court to
the contrary, any acquisition, disposition or other transfer of equity
securities (including Options to acquire such securities) of the Debtors in
violation of the procedures set forth herein shall be null and void ab initio
as an act in violation of the automatic stay under sections 105(a) and 362
of the Bankruptcy Code.




f. Definitions.

1) Substantial Equityholder. A “Substantial Equityholder” is any
person or Entity that beneficially owns 3,243,253.95 or more
shares of the common stock of Borders Group, Inc. (“Borders
Stock”) (representing approximately 4.5% of the number of shares
of such stock issued and outstanding).’

(2) Beneficial Ownership. “Beneficial ownership” (or any variation
thereof) of Borders Stock or Options to acquire Borders Stock shall
be determined in accordance with applicable rules under section
382 of the Tax Code, the U.S. Department of Treasury regulations
(“Treasury Regulations”) promulgated thereunder and rulings
issued by the Internal Revenue Service, and, thus, to the extent
provided in those rules, from time to time shall include, without
limitation, (a) direct and indirect ownership (e.g., a holding
company would be considered to beneficially own all Borders
Stock or Options to acquire Borders Stock owned or acquired by
its subsidiaries), (b) ownership by a holder’s family members and
any group of persons acting pursuant to a formal or informal
understanding to make a coordinated acquisition of Borders Stock
or Options to acquire Borders Stock, and (c) in certain cases, the
creation or issuance of an Option or ownership of an Option to
acquire Borders Stock.

3) Option. An “Option” to acquire Borders Stock includes any
contingent purchase, warrant, convertible debt, put, stock subject
to risk of forfeiture, contract to acquire stock, or similar interest
regardless of whether it is contingent or otherwise not currently
exercisable. For the avoidance of doubt, by operation of the
definition of beneficial ownership, an owner of an Option to
acquire Borders Stock may be treated as the owner of such Borders
Stock.

4) Entity. “Entity” has the meaning given to it in Treasury
Regulations section 1.382-3(a) and shall include persons acting
pursuant to a formal or informal understanding among themselves
to make a coordinated acquisition.

g. Non-Compliance with the Trading Procedures.

(1)  Any purchase, sale, or other transfer of Borders Stock in violation
of the procedures set forth herein shall be null and void and shall
confer no rights on the transferee.

®  Based on a total of 72,072,310 shares of Borders Stock issued and outstanding as of December 6, 2010.
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h.

Debtors’ Right to Waive.

1) The Debtors may waive, in writing, any and all restrictions, stays
and notification procedures contained in the Motion.

Procedures for Transfers of Claims

a.

Notice of Substantial Claim Ownership. Any person or Entity (as defined
herein) that beneficially owns, at any time on or after the Motion Date, a
claim against any Debtor (a “Claim”) in an amount sufficient to qualify
such person or Entity as a Substantial Claimholder (as hereinafter defined)
shall file with the Court, and serve upon the Debtors and attorneys for the
Debtors, a notice of such status (a “Substantial Claim Ownership Notice™),
in the form annexed to the Motion as Exhibit H, which describes
specifically and in detail the Claim holdings of such person or Entity, on
or before the date that is the later of: (a) ten (10) business days after the
entry of this Order, and (b) ten (10) business days after that person or
Entity qualifies as a Substantial Claimholder. At the holder’s election, the
Claim Acquisition Notice that is filed with the Court (but not such notice
served upon the Debtors and the attorneys for the Debtors) may be
redacted to exclude such holder’s taxpayer identification number.

Acaquisition of Claims. At least twenty (20) business days prior to the
proposed date of any transfer of Claims that would result in an increase in
the amount of aggregate Claims beneficially owned by any person or
Entity that currently is or subsequently becomes a Substantial Claimholder
or that would result in a person or Entity becoming a Substantial
Claimholder (a “Proposed Claim Acquisition Transaction”), such person,
Entity, or Substantial Claimholder (a “Proposed Claim Transferee”) shall
file with the Court, and serve upon the Debtors and the attorneys for the
Debtors, a Notice of Intent to Purchase, Acquire, or Otherwise
Accumulate Claims (a “Claim Acquisition Notice”), in the form annexed
to the Motion as Exhibit I, which describes specifically and in detail the
proposed transaction in which Claims are to be acquired, regardless of
whether such transfer would be subject to the filing, notice and hearing
requirements of Bankruptcy Rule 3001. At the holder’s election, the
Claim Acquisition Notice that is filed with the Court (but not such notice
served upon the Debtors and the attorneys for the Debtors) may be
redacted to exclude such holder’s taxpayer identification number.

Disposition of Claims. At least twenty (20) business days prior to the
proposed date of any transfer of Claims that would result in a decrease in
the amount of aggregate Claims beneficially owned by a Substantial
Claimholder or that would result in a person or Entity ceasing to be a
Substantial Claimholder (a “Proposed Claim Disposition Transaction,”
and together with a Proposed Claim Acquisition Transaction, a “Proposed
Claim Transaction”), such person, Entity, or Substantial Claimholder (a
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“Proposed Claim Transferor”) shall file with the Court, and serve upon the
Debtors and the attorneys for the Debtors, a Notice of Intent to Dispose of
Claims (a “Claim Disposition Notice,” and together with a Claim
Acquisition Notice, a “Claim Trading Notice”), in the form annexed to the
Motion as Exhibit J, which describes specifically and in detail the
proposed transaction in which Claims would be transferred, regardless of
whether such transfer would be subject to the filing, notice and hearing
requirements of Bankruptcy Rule 3001. At the holder’s election, the
Claim Disposition Notice that is filed with the Court (but not such notice
served upon the Debtors and the attorneys for the Debtors) may be
redacted to exclude such holder’s taxpayer identification number.

Objection Procedures. The Debtors shall have fifteen (15) business days
after the filing of a Claim Trading Notice (the “Claim Trading Objection
Deadline”) to file with the Court and serve on a Proposed Claim
Transferee or a Proposed Claim Transferor, as the case may be, an
objection to any proposed transfer of Claims described in such Claim
Trading Notice on the grounds that such transfer may adversely affect the
Debtors’ ability to utilize the Tax Attributes (a “Claim Trading
Objection”) as a result of an ownership change under section 382 or
section 383 of the Tax Code.

1) If the Debtors file a Claim Trading Objection by the Claim Trading
Objection Deadline, then the Proposed Claim Transaction shall not
be effective unless approved by a final and nonappealable order of
this Court.

2) If the Debtors do not file a Claim Trading Objection by the Claim
Trading Objection Deadline, or if the Debtors provide written
authorization to the Proposed Claim Transferee or the Proposed
Claim Transferor, as the case may be, approving the Proposed
Claim Transaction, prior to the Claim Trading Objection Deadline,
then such Proposed Claim Transaction may proceed solely as
specifically described in the Claim Trading Notice.

3) Any further Proposed Claim Transaction must be the subject of
additional notices and the prescribed waiting period as set forth
above.



Unauthorized Transfers of Claims. Effective as of the date of the filing of
this Motion and until further order of the Court to the contrary, any
acquisition, disposition, or other transfer of Claims in violation of the
procedures set forth herein shall be null and void ab initio as an act in
violation of the automatic stay under sections 105(a) and 362 of the
Bankruptcy Code.

Definitions.

1) Substantial Claimholder. A “Substantial Claimholder” is any
person or Entity that beneficially owns an aggregate amount of
Claims of at least $15,300,000.00."

2) Beneficial Ownership. “Beneficial ownership” (or any variation
thereof) of Claims shall be determined in accordance with
applicable rules under section 382 of the Tax Code and the U.S.
Department of Treasury regulations (“Treasury Regulations”)
promulgated thereunder, and rulings issued by the Internal
Revenue Service, but applying such rules to determine the
ownership of Claims rather than stock.

3) Entity. “Entity” has the meaning given to it in Treasury
Regulations section 1.382-3(a) and shall include persons acting
pursuant to a formal or informal understanding among themselves
to make a coordinated acquisition.

Non-Compliance with the Trading Procedures.

(1)  Any purchase, sale, or other transfer of Claims in violation of the
procedures set forth herein shall be null and void and shall confer
no rights on the transferee.

Debtors’ Right to Waive.

Q) The Debtors may waive, in writing, any and all restrictions, stays
and notification procedures contained in the Motion.

The Debtors shall provide counsel to the official creditors committee, once

formed, with copies of any notices required by the foregoing procedures, as well with notice of

any decisions made by the Debtors to waive restrictions, stays and notifications, within three (3)

business days of such receipt or decision, as applicable.

Based upon a preliminary analysis, this is the lowest amount the Debtors reasonably expect to lead to a
distribution of 4.5% of the BGI stock, as reorganized under a chapter 11 plan.

8



