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THIS LETTER WILL SERVE TO RECAPXWLATE EVENTS AND OUR OISCUSS1ONS 
RELATIVE TO OUR PROPOSED ISSUE OF ADDITIONAl COHNON SHARES. 
Ir UItL ALSO EUPHASIZE OUR CONVICTSON THAT THE /‘MNAGE?lENT OF 
ItlfWCO WOULD CONSIDER THE PRIWTE PtACEUENT OF SUCH AN ISSUE 
ONLY ar A PRICE CARRYXNB A PREH~WY to MARKET, ANO r4 ERODING CONCERN 
UtiXCtf 1 HAVE WITH RESPECT TO THE NATURE OF THE RELATIONSHSP 
BEThtEEN OUR TWO COFIPANSES. 

WHEY OUR DIRECTORS DISCUSSED THE AOVfSABfLITY OF SUCH AN 
ISSUE OF SHARES fT UAS CONSIDERED ill/CH IN THE CONTEXT OF 
rHE ‘SIRSLAR ISSUES UE WOE IN f981 AND 1981 WHICH WERE VIRTUALLY 
CVINCKDENf IN EACH Cf?SE WITH A STOCR SPLIr. OUR PRINCIPAL 
OBJFCTX VF ON EACH OCCASl ON UAS TO 60 TO THE HARKFT AT THE 
HOST PROPXTIOUS TINE FOR A PROFITABLE SUE, AND THE ISSUES 
UERF PRKCED HAVING REGARD FOR THE CLOSINB PRICE OF THE SHARES 
ON THE DAY ItMEDIATELY PRECEDING THE ANNOUNCEHENT. 

YOU WIL 1 RFCAL L THAT WHEN YOU WERE HERE XN f)VGUST, WE FIRST 
UFNTXVNEO r0 YOU OUR THOUGHTS CONCERNING A POSSIBLE PUSL XC 
1SSVE. UE SHARED IJI TH YOU THEN THE RECOUUENDATIONS OF RICHARDSON 
~REFNSHK~XOS AND ~000 GUNOY, Born OF nHow RECONHENDEO mar 
xrtasco CONSIDER a COtWON SHORE PUBLIC x!.TsltE COU8INEO WITH a 
STVCH SPLxr. WE SVGt3FSTEO THAT B.A. T CONSIDER rAHINt3 40 PER 
CENT OF THE 1SSUE TO /lAINTllXN ITS CURRENT LEVEL OF HOLDXNSS. 

LATER WE LEARNED OF 8. A. T’S DESIRE r0 TAME UP TNE WHOLE ISSUE 
BY UAY OF A PRIVATE PLACENENT. YE DISCUSSED THIS Ot LENETH 
1JX TH THE EXECUtfVE COWWITTEE AND THE BOARD AND CONCLUDED THAT 
A PRIVATE PLACEtlENr AT THKS TIilE WOULD NOT SE IN THE LONG TERR 
BEST INrERESTS OF IUASCO AND ITS SHAREHOLDERS. OUR REASONS WERE 
SET OUT XN nY LETTER TO YOU OF SEPTEMBER ZQ, i984. 
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ON INVITATION DANIEL SOWERS AND I VISITED 8.A.T ON OCTOBER ZND 
AND 3RD TO FURTHER DXSCUSS THESE HATTERS. UE WERE SURPRISED 
To LEARN THAT You naD INITIATED AN xwwxay INTO THE raaoxm 
OF OUR SHARES, REOUESTEO A COPY Of OUR SHAREHOLDERS LIST, AND 
ENTERED INTO CONSULTATIONS WITH THIRO PARTIES WITHOUT CONSULTING 
US OR KEEPING US INFORUED. 

WHEN IT BECAUE APPARENT TO US THAT B.A.T UAS FIRbl IN ITS OESIRE 
FOR A PRIVATE PLACEUENT, WE SUGGESTED THAT T’HIS WOVL 0 BE POSSIBLE 
ONLY IF A PREHIUH TO tlARKET WAS P&IO FOR THE SHARES. I UNDERSTOOl? 
FROM THIS MEETING THAT 8.A. T WAS A6REEABLE TO PAY A PRE?fIUH FOR THE 
PRIVILEGE. I YAS ALSO ASSURED THAT THERE WOULD BE NO CHAN6E IN 
THE RELATIONSHIP BETUEEN OUR CDMPaNIES EVEN THOVSH THE PRIVATE 
PLACENENT WOULD BE HADE THROUGH SATUS. 

ON WY RETURN TO HONTRFAL I RAISED THE HATTER UITH THE EXECUTIVE 
COM’lI TTEE WHO ( WERE PREPARED TO LOOK FAVOVRAEL Y UPON A PRIVATE 
PLACEWENT WITH A PREHIUIl TO HARKET. IN aooxrxou THE EXECUTIVE 
CO?lHITTEE, UITii A VIEU TO ACCOFIMOOA TIN6 A POSSfBL E PRIVATE PL ACEI’tENT, 
AGREED TO ADVANCE THE RELEASE OF OUR SECOND QUARTER EaRNINGS BY 
SORE wo IJEEKS. 

ON OCTOBER 24, I EXPLAINED TO YOU IfiASCO’S POSITION AND PROPOSED 
AN OFFER TO 8.A.T OF 3.4 tlILLION SHARES AT MARKET PLUS A PREMIUI’! 
OF APPROXlHATELY 4 PER CENT, OR A PRICE OF DOLLARS44. PER SHARE. 
THE SUBJECT OF A PRE?lIVll SEEflED TO COUE AS A SURPRISE TO YOU AN0 
YOU MADE A COUNTER OFFER 4RELATING THE PRICE TO THE “AVERAGE 
TRADING PRICE” OVER A 20-DAY PER3OD ItlUEDfATEL Y PRECEDINO THE ’ 
TRANSACTION DATE. RECOGNIZING THE DESIRABILITY OF REACHING AN 
&?REE?lENf, I PROPOSED 3.4 UILLION SNARES AT OOLLARS43 f/4 PER 
SHARE, THE HI6HEST PRICE PalO FOR IHASCO’S SHARES AND A FSGURE 
WHICH REPRESENTED A pamxvn AT THE rmE. THIS LATTER OFFER WAS 
CONDSTIONAL UPON THE i7ARKET PRICE BEIN BELOW DOLLARS43 j/4 UPON 
ACCEPTANCE. 

THE FORWULA SUGGESTED BY YOU FOR ARRXVXNG UT A PRXCE r0 BE PAID 
FOR THE SHARES WOUL 0 tlK&L Y HaVE RESUL TED IN A FIGURE BELOW CURRENT 
I’tARKET AT TIM OF PURCHASE. CLEARLY ANYTHIN LESS T/f&N PRE?IIUH 
CJOVLD blT UNACCEPTAELE - TO US AND TO THE FINANCIAL COWUVNITY 
INCLUDING THE E,yCHAN&iES, THE BANKS, THE INSTITUTIONAL INVESTORS 
&ND THE PRIVATE SHAREHOLDERS. 

IF I RAY STATE OUR POSITION ONCE AGAIN IT IS AS FOLLOWS. WE ARE 
PREPARED TO PROCEED WITH AN SSSUE DF ADDITIONAL SHARES, %Vt NOT 
UNTIL SOHE TIRE NEAR THE END OF NOVEBBER IN LIbHT OF THE STATE OF 
NEGOTIATIONS IN RESPECT OF PROJECT SWAN. WE SHOULD BE PLEASED 
IF 8.A.T WOULD PARTICIPATE IN THE ISSUE, BUT ONLY TO THE EXTENT 
OF 40 PER CENT. IF 8.A.T WISHES TO TAKE VP THE ENTIRE ISSUE IT 
WOULD HaVE TO DO SO AT AN ACCEPTABLE PREHIUM. NOT TO OFFER A PREHlUU 
WOULD BE SEEN BY THE INVESTMENT COUMUNITY AS AN EXPLOITATION BY 
8.4. T OF 17s POSITRON AS THE smxoa stfmwoLo~a. am I NEED 
HaaoLr aoo THAT SUCH AN OFFER Cot.40 NOT BE SUWORTEO 8Y THE 
RANAGEMNT AND DIRECTORS OF XUASCO. 
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FROn KY PERSPECTIVE AND THAT OF THE BOARD OF InASCO, IT IS 
ESSENTIAL IN CARRYIN OUT ANY SIGNIFICANT TRANSACTION UITH ONE 
SHAREHOLDER TO THE EXCLUSXON OF THE OTHERS, THAT THE TRANSACTION 
NOT ONLY BE FAIR BUT BE SEEN TO BE FAIR BY THE CANADIAN INVESTnENT 
COM’WNI TY. IN APPROACHING THE TRANSACTION ON THIS BASIS, LET WE 
ASSURE YOU THAT UE HAD NO INTENTION OF TRYIN TO TAKE ADVANTAGE 
OF 8.A.T. UE RECOGNIZE THAT XnASCO HAS BEEN FORTUNATE TO HAVE 
HAD 6.A.T AS A SENIOR SHAREHOLDER AND UE HAVE RESPECTED B.A.T’S 
ROLE. HOUEVER, THE FACT REnAXNS THAT IT IS EXTRAOROXNARY IN 
THIS COUNTRY FOR A CORPORATION TO ISSUE SHARES FOR CASH TO ONE 
SHAREHOLDER TO THE EXCLUSION OF THE OTHERS. IN DOING SO UE SHOULD 
BE TAKING A SERIOUS RISK OF OAKAGSNG THE CORPORATION IN THE EYES 
OF THE CANADIAN INVESTnENT COntlUNfTY AND EOVERNnENTS. 

WE AT XMASCO HAVE UORKEO HARD OVER nANY YEARS TO BLJXLO A GOOD 
REPUTATION UITHIN THIS CO?WlVNJTY AND WE SHOULD BE WOST RELUCTANT 
TO RXSK DAnAGING IT. FOR THXS REASON, UE FEEL STRONSLY THAT TO 
I?INItlIZE THIS RISK, ZT IS InPORTANt THAT IUASCO RECEIVE A PREUJUW 
TO MARKET FOR SELLING ITS. SHARES TO THE SENIOR SHAREHOLDER. 
EVEN UITH THE PREnIUtl SOnE RISK OF DAMAGE EXISTS BUT IN OUR 
JUDGKENT SUCK C)N APPROACH WOULD SIGNIFICANTLY LESSEN IT. 

ffAY I REnARK HERE ON UHAT UE PERCEIVE TO SE AS A nOST OISCONCERTING 
CHANGE IN THE ATHOSPHERE OF RELATIONS BETUEEN OUR TUO COWPANIES. 
ED RICARO AND I HAVE BEEN AT THE HELn Of IWASCO FOR SOnE IS YEARS 
NOU AND WE CANNOT RENEnBER 8. A. T’S EVER HAVINB DEAL f UI TH IWASCO 
SO InPERSONAL L Y. IT XS DEEPLY UPSETTINS TO HAVE nATTERS AFFECTING 
OUR TUO COi’tP#NIES HANDLED THROUOH THIRD PARTIES, AND TO HAVE WE 
ADVICE OF OUR UANAOEnENT NOT ONLY WESTSONEO BUT IGNORED IN FAVOVR 
OF THAT EnANATIN6 FROn ADVISERS WHO CAN HAVE ONLY A SCANT AUARENESS 
OF THE RELATIONSHXP THAT HAS EXISTED BETUEEN US OVER SO nANY YEARS. 
UE CANNOT BUT FEEL THAT THESE EVENTS HAVE GRAVELY UNDERnINE OUR 
RELATIONSHIP AND UE VIEW THIS AS OUXNOVS AT A TfnE WHEN UE ARE 
APPROACHING A TRANSITlON IN OUR KANABEnENT. UE PROFOUNDLY HOPE 
THAT B.A. T UlL L RECONSIDER ITS POSITION IN THIS UATTER. 

SINCERELY, 
. 

PAUL PARE 
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