
CN CEcE’d6ER 22, 190 IMASCO AWLIED TO 7HI HON. HERB GRAY. 
MINISTER OF IWJSTRY TRADE P.ND COZMERCE FOR A MINISTERIAL OPINlON 
TO TiE EFFECT THAT IMASCO WAS EXEM=T FROM THE PROVISIONS OF 
lHF FORE I ‘;N I N”EST@Ehri REV I E\J ACT. THE A”PLlC4TlON !qAS EASED 
CW WE GROUiiS THAT ’ ‘DE FACTO’ ’ CONTROL OF IMASCO RESTS !JI TH 
THE CO:@AF!y’ S BOARD OF D I RECTORS AND MANhGEMENT. 

A 1JWlBER OF FACTORS ORO54=TED THE A’=LlC4Tl ON.- AMONG THESE ARE 
. THE MANY DIFFICULTIES, LENGTHY DELAYS AND ADDITlOi~L COSTS 
iwtsco EXPERIENCES 1~ RE-INVESTING IN CANADA THE APPROXIMATELY 
193 MILL I ON COLLARS ‘JER YEAR CURRENTLY AVA I LABLE TO 11 FOR NEW 
I NJESTMENTS . THESE FUNOS ARE EARNED PRIMARILY IN CANADA THROUGH 
PE EFFORTS OF SOME 11,000 CANADIANS. 

IN FACT, THE COWANY% EXPERIENCE WITH THE UNCERTAINTIES AND 

P 
‘E GELAYS IN THE RE’dIEw PROCESS OF THE AGENCY AhD THI ER UN+ ’ 

3 ioA9LE COI\~E?UENCES I N THE BUS 1~3s WcH?LD HAVE LED l MASCO TO 
S)NcL(nE THAT IT COULD NOT RELY SOLELY ON RE- I NVESTMENT OF ITS 
EARNINGS IN CAN4Dk TO iEET ITS GROr!TH TARGETS AND RESP0NSIBILITY 
TC S!-l4REHOLDERS. 

IN RECEhT YEARS, II~SCO HAS GOhE OuTi IDE CANADA AND IMADE SIG 
NIFICW” ,INVESTMEhTS IN HARDEE’S FOOD SYSfEMS, INC. OF ROCKY. 
mLR.r, la. s. APlD BURGER G+EF SvStE!1s OF INDIAl’!ApoLIS, IWIANE. 
OUR TOTAL INVESTMENT IN THESE ENTERSRISES IS OVER 200 MILLION 
DOLL4 RS. 

. 
Tl+IS TEP !sAS TAKElJ DESDITE IMAScO’S LONG HISTORY OF COWITMENT 
TO CANADA. IhDEED, THE PREFERRED COURSE 0F THE BOARD OF DIRECTOPS 
0F THE COa1Ji3Ahv HAS AL!qAYS SEEN Am CONTlhZS TO BE ExPANSl ON 
‘:;ITHlN CANADA. 

4NOTHER FACTOP pRC.WTING THE C314PAh”l’S A=PLICATlOrl !??1S DIRECJ 
E!C%:RA~E:~ENT FRQ’r: THE HCN. HE 
Irl A LETiFt! l)anTEr) ‘lE:;::J!sE3 3, 

ii? C-WY Tf: SEEK AN Eq3~TlflfJ. 
:qn ~2. WAY cw+t:T~3 .a.s rcut3js 

30 THE =?ESIDENT OF I%tASCO: 
--a .- 

THE C~T=F!?~IIJ4TION OF TNOh-ELIGIBILITY~ OR ELIGIBILITY 
&IY cORP?IPkICN DEDEMS UPON THE ELIGIBILITY OR NON-ELIGIEILITY 

p’7 lHE ?ERSON OR PER&INS WHO IN FACT C0NTROL THE CORPORATl(I’!. . 
.=, AS you STATE, Ii~SCO J s 1 N FACT CONTROLLED BY CANADIANS THEN 

THE CORPORATION IS NOT A ‘NOl+ELIGIBLE PERSON’ FOR PuRPCSES OF 
THE ACT. @UT OF COURSE IT IS LIP TO IMASCO TO .SHW, IF CALLED 
WON TO DO SO, THAT THIS IS IhDEED THE CASE.” 

THE APPLICAIION FOR A RULING BY THE MINISTER DOCIJMENTED EXTENSl\rELY 
IkE COMPANY’ S CONTEml ON THAT I VASCO IS I N FACT CONTROLLED BY 
CANADIANS. THE FOLLO?qING ARE A !‘WISER OF ARGUEMEh’TS M4DE IN 
SUPPORT OF HTE COM?ANY'S PCSITICN: 

-- 
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--- 2.A.T. HAS NOT 6Er;N REDRESENTED ON TiiE BOARD OF DIRECTCFS OF 
1’12 SCfr FCQ YORE THA.:: 36 CARS AhD C\‘EQ THE SA”fE PERICD HAS NOT 
H4C) A REPHESENTATI VE 014 THE SENI O? :-1ANAGEYENT TEAM. 

--- LESS .THAN )5 PERCENT OF IMASCO’S bET EARNINGS ARE PAID OUT 
TG F.A.T. BY wAY OF Dl”l@ENJS Am ALL SHAREHOLC’ERS RECEIVE 
IDENTICAL TREATHENT. 

-- IMASCO CCXJUCTS ITS UWN RESSAR5-l A%’ DE~ELOP~~ENT ACTIVITIES 
IN CANADA. ITS TOBACCO DIVISION HAS THE LARGEST SELF-CONTAINED 
RESEARCH FACILITY IN THE TOBACCO INDUSTRY IN CANADA. FURTHERMORE , 
II\’ ASSOCIATICN WITH SHO”PERS DRUC MART AN) THE CAN4DA DEVELOPMENT 
CORPORAT I ON, THE COwANY CohdJUCTS THE LARGEST INtrEPENDEb!T RE- 
SEARa PROGRA!+iE REL-irTED TO THE PHARi4ACEUTICAL INDUSTRY IN 
CWADA. 

-- l!/J4SCO’S 2ROCUREMEI:T POLI CY IS XASED ON Us I KG CANAD IAN dATE- 
RIALS AND EXJIPMENT !JHERE POSSIBLE. 

f- - I w4SCO;‘S BANK1 NG RELAT I Ohs, I NSURANCE ARRANGEMEN&, CAP I TAL 
,xPEm ITURE DROGRAM&S AND NEW BUSIKESS INVESTMENTS ARE DETER- 

dINED 2Y I TS 6OARD OF G I RECTORS AND MAh%CEMElr!T GROUD. 

--- CCNTRCL IN FACT OF ALL ASQECTS o= I MASCO RESTS WITH ME 
6OARD OF DIRECTORS. EAW CIRECTOR HAS SIGNED AN AFFICAVIT 
ATTESTING TO HIS INJE?EbQENT PARTICIPATION IN ALL MAlTERS AFFECT- 
ING IXASCO. TI-l IS MEANS THAT ALL FUNCTI CNS OF WNAGEYENT I NCLUOI NG 
THE BUSIXESS STRATEGIES PURSUED 6Y IMASCO ARE-THE RES?ONSIBILITY 
CF SOARD YEYSERS ACTING AS AUTONOMOUS DERSONS. NO DIRECTOR O!? 
OFFICER OF THE c0MpA1Jy IS SUBJECT TO ANY DIRECTION FROM B.A.T. 

THERE HAS BEEN No MATERIAL CdANGE IN ANY OF THE FACTS CONTAINED 
IN THE AP?LICATlON SINCE IT WAS SUBYITTED TO THE MINISTER. TO 

DATE NO ON IN THE DEPARTMENT OR AGEhCY HAS 2VrSTlONED OR CHALLENGED 
‘IUESE FACTS IN ANY WAY. 

ON SEPTEMBER 18.1981 THE CHAIRMAN AND THE PFiESlDENT OF IMASCO 
=T WITH THE MINISTER TO REVIE? THE STATUS OF IMASCO’S APPLICATION. 
PT THIS MEETING THE MINISTER EXPRESSED A NUMBER CF CONCERNS ABWT 
FE POSITICN OF B.A.T IN RELATION TO IMASCO. 

FOLLCk’l NG THIS MEETI NG, IN AN A-KEM?T TO ADDRESS THE I SSuES 
QAlSED BY THE MINISTER, IMASCO, WITH THE AGREEMENT OF B.A.T MADE 

f‘ FURTHER PRO?OSAL ON NOVEMBER 20, 1981. : 
‘L 

THE KEY FEATURE OF THIS PROPOSAL k.‘AS AN uhC)ERTAKIhc BY 9.A.T TO 
LEGALLY @It43 ITSELF TO ASSIGN ITS VOTING RIGHTS TO THE CANADIAN 
‘NON-EXECUTIVE’ DIRECTORS OF THE Ib!4SCO BOARD. BECAUSE OF THE 
FIDUCIARY RESPONSIBILITY OF THE MEMBERS OF THE BOARD OF DIQECTORS 
O!= B.A.T TO -ITS SHAREHOLDERS MlS ASSIGMIENT COULD NOT BE GRANTED 
IRREVCCABLY. HOW’ER, THE PRCf’OSAL 1NCLUDED A PROVISION THAT 
IF TEE ASSIGNMENT SHOULD 6E REVOKED FOR ANY REASON, ALL TRANSACTIONS 
COt4”LETED BY IMASCD IN THE YEARS PRECEED [NG THE REVOCATI ON WOULD 
BECOME REVIEk’A6LE BY THE FOREIGN INVESTbENT REVIEW AGENCY. THE 

WC YEAR DERIOD !qAS SELECTED BECAUSE YlNISTEQlAL ExEM”TfCNS ARE 
RENEk/ABLE EVERY TWO YEARS. 

ON AUGUST 3;198i,‘ IMASCO WAS NOTIFIED THAT ITS OROPOSALS &ERE 
INSUFFICIENT TO EII(ABLE THE MINISTER TO RULE IN FAVOUR OF THE 
COWANY. 
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- 
. ** ‘-‘L.;,) 1s sIT’T&.zLy :[;A>TCI:\T,z >y T*jlS T;.c.‘f\ CC rl;-bTS. L .C.. 

7 iZ CC’ 0s IiY’ s S’-lARLIiifILC)E Rs ANT THE %i\lAD I4F! l II’\‘EST;dEkT C3;+rw$$I TY 
AGE c’ELL A!tA&E Tt+AT IkbiSCG EELIEVES AN E~EWTION FROM THE CoI\‘TRAlNTS 
CF TiE FORE I C-N IN”ESTMENT RE\ l ’ EY! ACT IS I %=CRtANT F@R WE CCWANY’S 
C’,iJTIh’~JED GF!O!?TH I IJ &b&CA. 1 N FACT, IN ‘RE\-‘iOuS PUBLIC STATEvENTS, 
T’iE EYE!@TI OiJ HAS BEEN DESCRl BED AS TrlE SINGLE :blOST t X’ORTAhT 
ST2kTE G IC FACTOR ACFECTING THESR@!TH OF. I MASCO IN CAk4DA. 

ThE MINISTER COULD HA’IE CONCLUDED THAT IMASCO WAS CONTROLLED IN 
FACT BY CANAOIANS EvEN THOUGH THlS CONTROL CO-EXISTS WITH A SIGNI- 
F 1 CANT FORE I GN SHAREHOLD I NC. As !4R. GRAY STATED IN A LETTER HE 
VROTE PRIOR TO THE FILING OF THE COWANY’S APPLICATION, THE KEY 
C9lTERION IS THE STATUS-‘o= THE PERSON OR DERSONS WHO IN FACT 
CONTRG L THE CORP ORAT I ON’ . ANY REVIEW OF IMASCO’ s CORPORATE HI STORY 
UEAALY SHOk!S THAT THE PERSONS !4HO IN FACT CONTROL THE CORPORATION 

AGE CAIW IAN!%- 

MR. GRAY’S UNwILLINGfiSS TO RULE IN I+lASCO’s FAvOUR AND HIS 
C@hfT INUING \’ IE’q OF I i4ASCO AS A FOGE I GN CONTROLLED CORPORATION 
NOT ONLY FLIES IN THE FACE OF THE REALITIES OF IWSCO’S PARTlCULAR 
=ITUL\TICN BUT KEEPS IN A KIM) OF COWORATE LlMnO MANY ENTEF3’RISES 

f” 1C-l. LIKE OUR COUNTRY, k/ERE FCuNiED AN; MATURES WITH HELP FROM 
. FOREIGN PARENT. ’ 

THE MINISTER HAS MISSED AN O??ORTuNlTY TO LIBERATE AND FOCUS 
NE CGEAT I VE ECONOMIC ENERGIES OF ALL SUCH CORPORATI ONS ON FURTHER 
INVEsT?JIENT lh~ CAN&DA. THIS AT A TIME OF HIGH INFLATION, HIGH 

WJEM=LOY?4ENT, HIGH INTEREST RATES ANO WHEN THE CANAOIAN DOLLAR IS 

NIAR ITS ALL-TIME LO!J: 

THE MlNlSTERk DECISION ALSO PUTS IN ?UESTION THE ENTIRE EVOLUTION 
G!= COR?ORATIONS LIKE IKASCO. SUCCESSIVE BOARD OF DIRECTORS AND 
NWAGEMENT TEAMS AT IMASCO HAVE CON’INCED *B.A.7 OF HTE IWORTANCE 
AMI BENEFITS OF GIVING TO THE !dEMBERS OF THE BOARD COMPLETE 
AUT’ONOKY TO DIRECT THE CO’dMERC1AL DESTlh’Y OF IMASCO AS A CANADIAN 
CZ)RPORATION AND ENSdRE THAT IT IS AN ACTIVE, RESPOh51BLE MEMBER 
OF THE CANADIAN COWUNITY. 

IMASCOTS BOARD OF DIRECTORS HAS REACHED TWO CONCLUSIONS SINCE 
RECEIVING THE MINISTER’S DECISION: 

,‘IRsT, DESPITE MIS SET BACK i+t~soc~s RESOLVE TO IM~EST IN CANADA 
Is UNDI!JINISHED. THE COMDANY k’l LL DIRECT ITS EFFORTS T!qARDS ENSURING 

YAT CHANGES ARE MADE TO THE ACT SO THAT ISMAY MORE EFFECTIVELY 
r‘CVIDE ECCNOMIC BENEFITS TO ALL CANADIANS. 

: 
: 

- . . 
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.- .-1 I r\*: SJr.Jr.Z TC T!iC ;TCT,;(J: 1 I>,\ 1 I+EST,.‘~,JT i\i\, , .::.I ‘. -- ?t-;c~s 
l’l4S:C iI2 :ILrNV OTHER CC:42AtJIES AT A CCY?ETITI vE DISACVAi&E 
IN TEIWS OF C!?.STS Ah0 7.1% FOR MAKIN AC~UtSlTlCNS l!J CANAA3A. 
COkSE?UEh’TLYU, IT IS EyPECTEC THAT AN IMDORTAbii ?ORtl ON OF IMASCO’S 
C’45ii FL@ P”AILABLE FOR NEW IN’4STMENT IN CANpC4 -WY, OF NECESSITY, 
SE II~<\‘ESTED GirTSI DE THE COUNTRY. 

IT IS WORTH RECORDING THAT IMASCO’S RECiNT INVESTMENTS IN HAROEE’S 
Ati9 BURGER CiiEF REPRESENT AN ExPENClTURE OF OVER 200 MILLION 
DOLLARS WILE TOTAL ExPENO I TURES IN THE 4 BUSI NESS INVESTMENTS 
A?PRCVE9 BY THE FORElGtJ INVESTMENT REVIE\J AGENCY SINCE MARCH 190 TOT c - 
AL ONLY 12 idI LL ION DOLLARS. \ 

I :i 
THE SECONO CONCLUSION IS THAT THE BASIS ON WHICH FOREIGN INVEST- ii\ ..i ’ 
*NT I SJXRRENTLY RE”IE\ED IS IN MANY INSTANCES CONTRARY TO THE w > 
CWNTRY’S ECONOXIC INTEREST. 

.‘A k 
r* 
-< 

I*i4SCO HAS AWAYS AC-PEED WI l-H THE CONCEPT THAT GOVEdNVENT SHl!L!II 
--- 
z 

SCREEN FDORE I GN INVESTiiNTS TO ENSURE THAT -THE ECONOMI C NEEDS 
OF CAN4DA AND CANADIANS ARE WELL PROTECTED. -THE EVOLUTION OF 
IMASCO SINCE 1912 15 EVIDENCE OF THE COX!‘ANY’S BELIE= IN THlS 
POLICY. THEREFORE, TO BE PLACED IN THE POSITION OF BEING DENIED 
THE STATUS !I= A CAb%DiAN COWANY AhQ FORCED TO LOOK FOR I WESTMENT 

F 
D0RTIJNlTlE.S OUTSIDE OF CANADA FOR THE MONEYS WE EARNED IN CANADA 

SHOCKI PIG. 

IHIS SURELY WWOT BE THE DES IRE@ RESULT OF WBLI C POLICIES 
INTENDED TO ENSWE MAX IMIJM BENEFITS. IN CANADA FRObl FORE I GN INVEST- 
MZNT. 

IMASCO IS DETER!IINED TO MAKE ITS EXPERIENCE KNWN TO CANADA’S 
LEGISLATORS AM) TO ASK THAT THIS IJWESIRABLE SIDE EFFECT BE 
REMED IED WHEN TkiE PARLlAMENT OF CANADA NEXT ExAMI NE!3 THE FORE1 GN 
INVESMENT REVIEW ACT. 

9131% BATIND G 
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