
CCiAF 1 62308&F 
1151 Fj !?ATll.‘D G 
TEL I t4AsC MIL 
MONTREAL NO\‘Eb!!ER 5, 1981 
TELEX NO. 37 . . 

ATTENTI OIJ MR PAT SHEEHY 
----------------------- 

DEAR PAT: 

IN ANTICIPATION OF OUR MEETING NEXT WEEK, I AM TAKlMG THE LIBERTY 
CF SEhDlNG MU A MEMORANDUM 2REPARED BY PURDY CRAWFDRD. THE 
tCMORAh~fJ3l BRIEFLY OUTLINES THE POSITION WE ARE tN W!D WILL BE THE 
MSIS FOR DISCUSSIONS !JITH YOU CONCERN!% OUR PROPOSAL TO FIRA. 

‘CERELY, 
P 

.UL PARE 
z.7.. .” :::L’ “we -Z-.- 

14 MORANDUW 
RE B.A.T. lWtSC0 AND FIRA 

THE PURPOSE OF THIS MEMORANDUH IS TO BRIEFLY OUTL IbE THE PRESENT 
SiTUATlON COh’GRhllNG IMASCO WITH REFERENCE TO ITS EbQEAVOURS TO 
OZTAIN A FAVOURABLE F!!?A STATUS OPINION FROM T!i’E MIMSTERY OF 
!!\lDUSTRY, TRADE Ai COMMERCE (’ ‘MINISTER ‘) AlW TO OUTLINE,, FOR 
PURPOSES OF DISCUSSION WlTH B.A.T. A PROPOSAL WHl0! HlU!T BE MAOE 
TO THE MINISTER WHIW COULD POSSIBLY ENABLE IMASCO T8 OBTAIN A 
FAVOWABLE F l RA STATUS O? IN! ON. THE MEMORAN)UM THEN, AMONG OTHER 
THINGS, OISCLlSSES VARIOUS AD&STMSMS TO Ah3 REFlNEENTS RELATING TO . 
THE PROROSAL 

rt-&CO LlM!TED ( t-1. IMASCO” ) BEL! EVES THAT IT HAS ESBABLISHES TO THE 
ISFACTION OF THE MINISTER THAT, NOTWITHSTAISING m FACT THAT 

8.A.T lN!3uSTR!ES LIMITED (‘B.-A.T’) WNS OR CONTROLS Lg.8 PER CENT 
/-v THE VOT l NC SHARES OF I MASCO THE RELAT! ONSHIP BETEEN 6-A-T At9 
;lh~AScO HAS SEEN Am CONTINUES TO BE OIUE WHERE buism PRdVlD% API%- 

~~I’ATE INFORWTION TO AND HAS CDISULTATIONS WITH B.&T so THAT IMASB 
~HE-¶E~-~sI=~-~--~~-A~~-L~-~~~EE~~E~E~;~”-~ CAN RECEI VE THE BENEF IT 
W THE ADVICE AND EXPERIENCE OF BAT, ST BEl!‘JG RECOGWIZED 

* HOWEVER THAT THE ULTIMATE DEC!S!Ol+M4KIhY; AUTHORITY 1N lMASC0, 
INCL~ING DECISIONS AS TO THE SELECTION OF DIRECTORS, lS WITH THE 
BOARD OF DI RECTORS or’ I MASCO AND ITS SENI OR MAN6WEbl-l 

. . 

NOTWITHSTANDING THE FOREGOING THE MlNlSTER HAS INDIQITED THAT HE 
b!OULD HAVE D I FF 1 CULTY IN FURNISH I NG AN OP I NI ON 70. I -SC0 UJ;)ER 
smsEm0r~ 4(i) OF THE FOREIGN INVESTMENT REVIEW ACT (‘FIR AcTq 
THAT IMASCO IS NOT A NO!+ ELIGIBLE PERSON IN T!IAT, BECAUSE OF THE 
AFOREMENTI ONED VOT INC SHARE OIWERSH IP, BAT HAS THE PQkJER TO CONTROL 
IM9SCO 
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I%SCO HAS SOME REASON TO BELIEVE T!+AT A PROPOSAL ALONG THE FOLLD,q!hK; 
LINES MIGHT ULTIMATELY LEAD TO IMASCO RECEIVING A FAVOURABLE F!RA 
STATUS OPINION FROM THE MINISTER: 

1. THE SEN! OR SHAREHOLDER WOULD OBL! GE ITSELF (BY A VOTlNG TRUST 
OR OTHER LEGALLY BINDING ARRANGEMENT) TO GIVE THE RIGHT TO 
THE OUTSIDE (NON-EXECUTIVE) ELlGlBLE CsNAOfAN DIRECTORS OF 
IMASCO TO VOTE ITS SHARES IN THE!R DISCRETION, THIS RIGHT 
!d3JLD EXIST wITHOUT -?UALIF!CAT!ON Am WOU!JD Ohly T-“!lI%TE 1.F: 

THE MINISTER REFUSED TO ISSL’E A RENEWAL ODINION (MINISTERIAL 
OP IN ION5 ARE ONLY VALID FOR TWO yEARS AN7 MAVE TO BE RENEwED 
FOR SUCCESSIVE TWO YEAR PER! ODS) IN Cl R-ANCES WiiERE THERE 
!-LAD BEEN NO G+tNGE IN THE MATER I AL FACTS RELEVANT TO HIS 
O? IN I ON AND THE SENI OR SHAREHOLDER A!UJ OTHERS 1 NVoLVlEO IN 
T!iE OELIGAT! DNS OUTLINED HEREIN WERE NOT tAl BREAM OF SUo1 
OBLIGATIONS, OR 

IN ALL OTHER CIRCUMSTANCES AFTER fHE EXP I RAT1 ON OF Two 
YEARS FROM NOTICE GIVEN TO THE MlNlSTER BY THE SENIOR SHARE 
HOLDER. IMASCO’S FIRA STATUS ORINION WOULD TERMIMTE WON 
RECEIPT OF SUCH NOTICE BY THE MINISTER 

2. I~E-REUTS~~?-P,E~W~E~~A~-A~~~A~~~~ sisHSfti+3$$3~$33 
THE RELAT I ONSH I P BET’.vEEN BAT Al@ 1 MASCO wOU!DCZ8’!Tl INCE TO BE 
OhE wHE RE I M&SC0 P ROV I DES APP ROP R I ATE I NFDRi44Tl0N TO A!‘0 HAS 
COiiStJLTATfONS WITH BAT SO THAT Il44SCO CAN RECES’/E THE BENEFIT 
OF THE ADV! CE AND EXPERIENCE OF BAT. IT wDULO SE AGREED, 
HOWEVER, THAT THE ULTIMATE DECISION-MAKING Am-RITY IN IklASCO, 
INCLmlNG DECISIONS AS TO THE SELECTION OF OIRECTO~, WOULD BE 
WiTH THE BOARD OF 01 RECTORS OF I MASCO ~+df+ iP2c 

POSSIBLE VARIATIONS TO T!-!E PROPOSAL 
..-------..---.-..--.......-...... . 

-- -1 

F 

51 

Cl 

THERE WOULD BE LITTLE UTILITY IN NOT INCL~~OING ALL OF BAT’S 
I.clASCO SHARES IN THE ARRANGEMENT. A SLFFlCIUcCC NUMBER DF 
SHARES WOULD HAVE TO BE I NUUDED TO PERMIT T!-!!E OUTSI DE 0 1RECTORS 
TO CtEARLY OUVOTE BAT AND TO SATISFY THE MlNrS-rER 
THAT IN ANY PROXY FIGHT BETWEEN THE OUTSIDE OPREqO6 AND BAT 
THE OUTS I DE D I RECTORS WOULD PREVA I L 

IT SHOULD BE POSSIBLE TO PROVIDE THAT THE OuTSlDE DIRECTORS 
!-I(?IJLD NOT, WITHOUT THE AGREEMENT OF BAT, ExERUSE ANY OF THE 
VOTING RI Gl4TS REFERRED TO IN PARAGRAPH Nl&lBERED 1 ABOVE IN ANY 
l&fNER !*I M !&U!mD REDUCE BAT’S TOTAL VOTE AN3 3’ARTI CIPATING 
E ZUITY BELOW 40 PER CENT . 

CONSIDERATION COULD BE GIVEN TO INCL!R!NG A PRL3vISlON WHICH ~a0 
GIVE BAT THE RIGHT TO TER:rllNATE THE ARRANGE=- IM~IEDIA~LY IN 
LIEU OF, OR IN ADDITION TO, THE T~JO YEAR NOTIE PROVISIQN 
REFERRED TO IN PARAGRAPH 1 ( B) ABOVE. 5UCl-l A iplGilT kdIuu BE 
REGARDED. MOST NEGATIVELY BY THE MINI STE8. 1T PklGHT BE POSSIBLE 
TO PROVIDE THAT IF SUCH A RlGriT !qERE EvERCISED ALL OF !%ASCO’S 
AC?UIS!TICNS !JITH!N THE T>iO PREVIOUS YEARS WDI&D BECOI- 
PEVIEWABLE BUT XJERY IF THIS ‘.-/Out0 SATISFY THE 241NISTER. 

----me _- - .- ---a----- .--s a-- - -.--1. 
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IN THIS C~~CTION:’ ” 
r 

A) IT !JOULD DROBARLY BE NECESSARY TO PROVIDE THAT TkERE WOULD BE 
AT ALL T I INS NOT LESS mN SAY FOUR OUTStof 0 i RECTORS OR ONE- 
THIRD OF THE BOARD 

S) THE OUTSIDE DIRECTORS, AFTER CONSULTING kiI?H BAT AhO THE OTHER 
DIRECTORS OF IMASCO, b/OULD, IN TE EVENT OF A 01 SAGRE%ENT, 
ACT BY MAJORITY VOTE. IN THE EVENT OF A TIE VOTE THE OUTSIDE 
DIRECTOR y[TH THE MOST SERVICE AS A DIRECTOR OF lmSC0 WOULD 
HAVE A SECOND OR CASTING VOTE 

a IT MIGHT BE ADY I SABLE’ TO PROVIDE FOR A MORE Sf%Cl Fl C PROCEOURE 
AS TO THE MANNER IN !dHl QI NE?! OUTSIDE 0 1 RECTORS ARE SELECTED. 

THE PROCEDURE OUTLINED IN 8) WOULD A?PLY FOR Di RECTORS MID ARE‘ 
ELECTED AT SHAREHOLDERS MEETINGS. PERHAPS l-HE SAME PROCZDURE 
SHOULD BE FoLLOwED FOR DIRECTORS k’H0 ARE APPOCbXTED BETWEEN 
MEET I NCS Q= SHAREHOLDE 2S , 

POSS I 3LE FUR-iHER COMM I TMENTS 
--------------------------- 

r - THE BOARD OF 01 RECTORS OF IMASCO (rJOULD BE bmDE Lp DF NOT 
LESS’ THAN 80 PER CENT ELI Cl BLE PERSONS lNDER THE FIR ACT, 

Z.- ..- THE CHIEF EXECUTIVE OFFICER OF IMASCO WOUID BE AN ELIGISLE . ..-. “” ..- PERSON UNDER THE FIR ACT 

- BAT !qOuLD NOT HAVE ANY NOM! =ES ON THE BOARD OF 01 RECTORS OF 
1 MASCO. (IT MIGHT BE POSSIBLE TO PROVIDE m A BAT bJOMll$EE 
IF THIS !+‘AS CONSICERED NECESSARY FOR EPUlTY ACCDUNTING 
PURPOSES OR OTHERWISE) 

- IMASCO”S HEAD OkFICE (AND ExECUTlVE OFFICE, IF DIFFERENT) 
WOULD AT ALL TIMES BE LOCATED 1N CANADA 

- NOT LESS THAN THREE-JUARTERS OF ALL MEETINGS OF THE BOARD 
OF DIRECTORS At@ OF THE EXECUTIVE COMMlTTEE 0F THE BOARD OF 

IMASCO WOULD BE HELD IN CANADA 

-1 
- THE SENI OR SHAREHOLtjER WOULD NOT I NCREASE ipS VOTE IN I MASCO ’ 

AND EVERY REASONABLE EFFORT WOULD BE MADE BY IMhSCo c- 
(IN LINE !/lTH EARLIER UIQERTAKINGS TO FIRA) 70 REDUCE -JHfi 

=:, 
SENl OR SHAREHOLDER’S VOTE TO la0 PER CENT BY ‘JHE Em OF 1983 , . . . 

I- I MPLEMENTAT 1 DN . : 
i ------------ 

IF SAT SHOULD BE AGREEABLE TO A PRO!‘OSAL ALONG 7HE LINES OISCUSI 
SED ABOVE, IT IS PROPOSED TO AOVISE THE lYlKlSTE@? OF THE PROPOSAL 
AND OF THE SENIOR !%lAREHOLDER’S ACREEt4ENT IN PTallNClPLE THEREWITH. 
THE MINISTER WOULD THEN BE ASKED FOR HIS A=PROICP\L Ih’ PRINCIPLE 
TO THE ISSUANCE OF A FAVDURABLE Fl RA OP INlON WED mE=DN. ? 

IF SUCH APkRObAL IS FORTHCOMING IT IS PROPOSED NT MRE wouL0 
BE DISCUSSIONS WITH FIRA OFFICIALS OR OTHER PE=oNS bES1GNAtED 

8Y THE MINISTER AS TO HOW SUCH A PROPOSAL MIcK;T BE LEGALLY 
1 MPLEMENTEO. AFTER THIS, APPROPRIATE DOCUMENTA’c1~ COULD BE 
DRAFTED, SETTLED y[TH BAT, AND SuGWt TTEO FOR cr=L APYROVAL TO z 
THE MINISTER AND FIRA OFFICIALS . ;s 

w 

0” 
AAEtm 0 
WD 0 
c 
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