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ATTENTICH: MISS SUE THCHMAS

PEOCMATION CONCERNING 1HMASCO LIMITER!'S ASOLICATION FOR SYEMPTION
UDER FIRA .

ON DECEVMRER 22, 1680 IMASCO APPLIED TO THZ HON. HERB GRAY,
MINISTER OF INDUSTRY TRADE AND COMMERCE FOR A MINISTERIAL OPINION
TO THE EFFECT THAT IMASCO wAS EXEMPT FROM THE PROVISIONS OF

THE FOPSIGN INVESTMENT REVIEW ACT, THE ACPPLICATION wAS PASED

ON THE GROUNDS THAT !'!'DE FACTO'' CONTROL OF IMASCO RESTS wlTH

THE CO4PAMY'S BOARD OF DIRECTORS AND MANAGEMENT,

A WU4BER OF FACTNRS PROMPTED THE APSPLICATION. AMONG THESE ARE

:  THE MANY DIFFICULTIES, LENGTHY DELAYS AND ADDITIONAL COSTS
IMASCO EXPERIENCED IN RE-INVESTING IN CANADA THE APPROX IMATELY
100 MILLION DOLLARS PZR YEAR CURRENTLY AVAILABLE TO [T FOR NEW
INVESTMENTS. THESE FUNDS ARE EARNED PRIMARILY IN CANADA THROUGH
™= EFFORTS OF SOME 11,000 CANADIANS,

IN FACT, THE COMPANY!'S EXPERIENCE WITH THE UNCERTAINTIES AND
/\'ﬂ’iE CELAYS IN THE REVIEW PROCESS OF THE AGENCY AND THIER UNA-"
JIDABLE CONSEQUENCES IN THE BUSINESS WORLD HAVE LED IMASCO TO
JONCLUDE THAT 1T COULD NOT RELY SCLELY ON RE-INVESTMENT OF 1TS
EARNINGS IN CANADA TO MEET ITS GRO»TH TARGETS AND RESPONSIBILITY
TC SHAREHOLDERS.

IN RECENT YEARS, [MASCO HAS GONZ OUTSIDE CANADA AND MADE SIG-
NIF 1CANT _INVESTMENTS [N HARDEE'S FOOD SYSTEMS, INC. OF ROCKY .
MOURIT, N.C. AMND BURGER CHEF SYSTEMS OF INDIAMARPOLIS, INDJANE.
S;J‘R TOTAL INVESTMENT IN THESE ENTERPRISES 1S OVER 200 MILLION
NCLLARS.

THIS TEP wAS TAKEMN DESPITE IMASCO'S LONG HISTORY OF COMMI TMENT

TO CANADA. INDEED, THE PREFERRED COURSE OF THE BOARD OF DIRECTOPS
OF THE COMPANY HAS ALWAYS BZEN AND CONTINUES TO BE EXPANSION
wITHIN CANADA,

ANOTHER FACTOP PRCMPTING THE COMPANY'S ASPLICATIOM wAS DIRECT

EMNCOURAGEMENT FROM THY HON. HERE GRAY TO SEZK AM EXEMPTION,

It} & LET TR DATEN NESSMEES &, 1CEN MR, GPAY COMMENTED AS SOLLMS

70 THE >=ESIDENT OF [MASCO:

t1,.. THE CETERMINATION OF 'NON-ELIGIBILITY! OR ELIGIBILITY

OF ANY CORPORATICN OEPENDS UPCN THE ELIGIBILITY OR NON-ELIGIEILITY
/R THE PERSON OR PERSONS wHO IN FACT CONTROL THE CORPORATION, .

7, AS YOU STATE, 1MaSCO 1S IN FACT CONTROLLED BY CANADIANS THEN

THE CORPORATION 1S NOT A 'NON-ELIGIBLE PERSON' FOR PURPCSES OF

THE ACT. BUT OF COURSE IT IS UP TO 1MASCO TO .SHOw, IF CALLED

UPON TO DO SO, THAT THIS 1S INDESD THE CASE.'!

THE APPLICATION FOR A RULING BY THE MINISTER DOCUMENTED EXTENSIVELY ..
THE COMPANY'S CONTENTION THAT [VMASCO IS IN FACT CONTROLLED BY ’
CANADIANS, THE FOLLOYING ARE A NUMBER OF ARGUEMENTS MADE IN

SUPPORT OF HTE COMPANY'S PCSITICN:
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== S.A.T. HAS NOT BEEN PEPPESENTED ON THE BOARD OF DIRECTCRS OF
IMA3SCD EOR MORE THAN 36 YEARS AND OVER THE SAME PERICD HAS MOT
HAD A REPRESENTATIVE ON THE SEN|0P MANAGEMENT TEAM.

--- LESS THAN 15 PERCENT OF IMASCO'S NET EARNINGS ARE PAID OUT
TC 8.,A.T, BY wAY OF DIVIDENDS AND ALL SHAREHNLDERS RECEIVE
IDENTICAL TREATMENT,

-~ IMASCO CCNDUCTS ITS OwN RESEARCH AND DSVELOPMENMT ACTIVITIES
IN CANADA. ITS TOBACCO DIVISION HAS THE LARGEST SELF-CONTAINED
PESEARCH FACILITY IN THE TOBACCO INDUSTRY IN CANADA. FURTHERMORE,
Ik ASSOCIATION wiITH SHOPPERS DRUG MART AND THE CANADA DEVELOPMENT
CORPORATION, THE COMPANY CONDUCTS THE LARGEST INDEPENDEMT RE-
SEARCH PROGRAMME RELATED TO THE PHARMACEUTICAL INDUSTRY IN

CANADA,

— l.‘f.ASCOTS PROCUREMENT POLICY IS BASED ON USING CANADIAN MATE-
RIALS AND EMIPMENT WHERE PQOSSIBLE.

/" - IMASCO'S BANKING RELATIONS, INSURANCE ARRANGEMENTS, CAPITAL
#PENDITURE PROGRAMMES AND NEW BUSINESS INVESTMENTS ARE DETER-
MINED 2Y 1TS BOARD OF DIRECTCRS AND MANAGEMENT GROLP.

-—- CONTRCL IN FACT OF ALL ASPECTS O IMASCO RESTS wWITH THE

BOARD OF DIRECTORS. EACH DIRECTOR HAS SIGNED AN AFFICAVIT
ATTESTING TO HIS INDEPENDENT PARTICIPATION IN ALL MATTERS AFFECT-
ING IMASCO. THIS MEANS THAT ALL FUNCTIGCNS OF MANAGEMENT INCLUDING
THE BUSINESS STRATEGIES PURSUED BY IMASCO ARE .THE RESPONSIBILITY
CF ©0ARD MEMBSERS ACTING AS AUTONOMOUS PERSONS. NO DIRECTOR OR
OFFICER OF THE COMPANY 1S SUSJUECT TO ANY DIRECTION FROM B.A,T,

THERE HAS SEEN NO MATERIAL CHANGE [N ANY OF THE FACTS CONTAINED

IN THE APPLICATION SINCE !T WAS SUBMITTED TO THE MINISTER. TO

DATE NO ONE IN THE DEPARTMENT OR AGENCY HAS JUESTIONED OR CHALLENGED
THESE FACTS IN ANY wAY.

ON SEPTEMBER 18,1981 THE CHAIRMAN AND THE PRESIDENT OF IMASCO

MET WITH THE MINISTER TO REVIEw THE STATUS OF IMASCO'S APPLICATION.
AT THIS MEETING THE MINISTER EXPRESSED A NUMBER CF CONCERNS ABOUT
HE POSITICN OF B.A.T [N RELATION TO IMASCO.

FOLLCWING THIS MEETING, IN AN ATTEMPT TO ADDRESS THE ISSUES

ISED BY THE MINISTER, IMASCO, WITH THE AGREEMENT OF B.A.T MADE

FURTHER PROPOSAL ON NOVEMBER 20, 1981. R
THE KEY FEATURE OF THIS PROPOSAL wAS AN UNDERTAKING BY 8.A.T TO
LEGALLY BIND ITSELF TO ASSIGN [TS VOTING RIGHTS TO THE CANADIAN
'"NON-EXECUTIVE' DIRECTORS OF THE IMASCO BOARD. BECAUSE OF THE
FIDUCIARY RESPONSIBILITY OF THE MEMBERS OF THE BOARD OF DIRECTORS .
OF B.A.T TO.ITS SHAREHOLDERS THIS ASSIGNMENT COULD NOT BE GRANTED e
IRREVCCABLY, HOWEVER, THE PRCPOSAL INCLUDED A PROVISION THAT
if THE ASSIGNMENT SHOULD BE REVOKED FOR ANY REASON, ALL TRANSACTIONS
COMPLETED BY IMASCO IN THE YEARS PRECEEDING THE REVOCATION wOULD
BECOME REVIEWABLE BY THE FOREIGN INVESTMENT REVIEW AGENCY. THE

TWC YEAR 2ERIOD WAS SELECTED BECAUSE MINISTERIAL EXEMPTICMNS ARE
RENEWABLE EVERY TwO YEARS.

ON AUGUST 3- 1°8?-,. IMASCO WAS NCTIFIED THAT ITS °ROPOSALS WERE
lclgfpui}r—:'lYClENT TO ENABLE THE MINISTER TG RULE IN FAVOUR OF THE
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T TUTARY IS BITTRELY TISAOSCINTIC BY THIS TUEN OF EVDATS,

THC CTPARY'S SHARCHOLDERS AND THE CANADIAN IRVESTMENT COMVUNITY
ARE WELL AWARE THAT IMASCO EELIEVES AN EXEMPT|ON FROM THE CONTRAINTS
0 THE FOREIGN INVESTMENT REVIEw ACT IS IMPCRTANT FOR THE CCVPANY'S
CCNTINUED GROwTH IN CANACA. 1N FACT, IN PREVIOUS PUBLIC STATEMENTS,
THE EYEMPTION HAS BEEN DESCRIBED AS THE SINGLE MOST IMP0RTANT
STRATEGIC FACTOR ACFECTING THEGROWTH OF IMASCO IN CANADA.

THE MINISTER COULD HAVE CONCLUDED THAT IMASCO WAS CONTROLLED IN
FACT BY CANADIANS EVEN THOUGH TH!S CONTROL CO-EXISTS wlTH A SIGN|-
FICANT FOREICN SHAREHOLDING. AS MR, GPAY STATED IN A LETTER HE
WROTE PRIOR TO THE FILING OF THE COMPANY'S APPLICATION, THE KEY
CoITERION IS THE STATUS-'0F THE PERSON OR PERSONS wHO IN FACT
CONTRGL THE CORPORATION'. ANY REVIEW OF IMASCO'S CORPORATE HISTCRY
CLEAPLY SHCwS THAT THE PERSONS wHO IN FACT CONTROL THE CORPORATION

ARE CANAD IANS.

MR, GRAY'S UNWILLINGNESS TO RULZ IN IMASCO'S FAVOUR AND HIS

CONTINUING VIEwW OF [MASZO AS A FOREIGN CONTROLLED CORPORATION

NOT ONLY FLIES IN THE FACE OF THE REALITIES OF IMASCO'S PARTICULAR

SITUATICN BUT KEEPS IN A KIND CF CGROORATE LIMBO MANY ENTERPRISES
r 1C4, LIKE OUR COUNTRY, WERE FCUNDED ANC MATURES wlTH HELP FROM

+ FOREIGN PARENT, )

THE MINISTER HAS MISSED AN OPOPORTUNITY TO LIBERATE AND FOCUS
THE CREATIVE ECONOMIC ENERGIES OF ALL SUCH CORPORATIONS ON FURTHER
INVESTMENT IN CANADA., THIS AT A TIME OF HIGH INFLATION, HIGH
UNEMPLOYMENT, HIGH INTEREST RATES AND WHEN THE CANADIAN DOLLAR IS

NEAR 1TS ALL=TIME LOw.

THE MINISTER'S DECISION ALSO PUTS IN JUESTION THE ENTIRE EVOLUTION
0= CORPORATIONS LIKE IMASED. SUCCESSIVE BOARD OF DIRECTORS AND
MANAGEMEMT TEAMS AT [MASCO HAVE CONVINCED -B.A.T OF HTE IMPORTANCE
AND BENEFITS OF GIVING TO THE MEMBERS OF THE BOARD COMPLETE
AUTONOMY TO DIRECT THE COMMERCIAL DESTINY OF IMASCO AS A CANADIAN
CORPORATION AND ENSURE THAT IT 1S AN ACTIVE, RESPONSIBLE MEMBER

OF THE CANADIAN COMMUNITY.

IMASCO'S BOARD OF DIRECTORS HAS REACHED TwG CONCLUSIONS SINCE
RECEIVING THE MINISTER'S DECISION:

.lIRST, DESPITE THIS SET BACK [MASOC'S RESOLVE TO INVEST (N CANADA
IS UNDIMINISHED. THE COMPANY wILL DIRECT ITS EFFORTS TWwARDS ENSURING
AAT CHANGES ARE MADE TO THE ACT SC THAT ISMAY MORE EFFECTIVELY
CVIDE ECCONOMIC SENEFITS TO ALL CANADJANS.
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IAS2C AND MANY OTHER CCHPANIES AT A COMPETITIVE DISAD\AI.TAGE

l\' TEMMS CF COSTS AND TIME FOR MAKING ACMISITICNS 1N CANADA,

CONSEUENTLYY, IT IS EvPECTED THAT AN IMPORTANT PORTION OF IMASCO'S

CASH FLCw AVAILABLE FOR NEw INVESTMENT [N CANADA MAY, OF NECESSITY,

Bt INVESTED GUTSIDE THE COUNTRY.

IT IS WORTH RECORDING THAT IMASCO!'S RECENT INVESTMENTS IN HARDEE'S
AND BURGER CHZF REPRESENT AN EXPENCITURE OF OVER 200 MILLION
DOLLARS WHILE TOTAL EXPENDITURES IN THE L4 BUSINESS INVESTMENTS

APPRCVED BY THE FOREIGN INVESTMENT REVIEwW AGENCY SINCE MARCH 1980 TOT -
AL ONLY 12 MILLION DOLLARS.

-e

’
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THE SECOND CONCLUSION 1S THAT THE BASIS ON wHICH FOREIGN INVEST-

MENT 1S_CURRENTLY REVIEWED 1S IN MANY |INSTANCES CONTRARY TO THE
COLMNTRY'S ECOMC4IC INTEREST.

P

AN Y~

IMASCC HAS ALWAYS AGPEED WITH THE CONCEPT THAT GOVERNMENT SHULD

SCREEN FDOREIGN INVESTMENTS TO ENSURE THAT .THE ECONOMIC NEEDS

OF CANADA AND CANADIANS ARE WELL PROTECTED. .THE EVOLUTION OF

IMASCO SINCE 1012 IS EVIDENCE OF THE COMPANY!'S BELIES IN THIS

POLICY. THEREFORE, TO BE PLACED IN THE POSITION OF BEING DENIED
THE STATUS 0 A CANADIAN COMPANY AND FORCED TO LOCK FOR INVESTMENT

OQRTUNITIES OQUTSIDE OF CANADA FOR THE MONEYS wE EARNED IN CANADA
SHOCKINMG.

1H1S SURELY CANNOT BE THE DESIRED RESULT OF ©UBLIC POLICIES

INTENDED TO ENSURE MAXIMUM BENEFITS. IN CANADA FROM FOREIGN IWVEST-
MENT,

IMASCO 1S DETERMINED TO MAKE ITS EXPERIENCE KNOWN TO CANADA'S
LEGISLATORS AND TO ASK THAT THIS UNDESIRABLE SIDE EFFECT BE

REMED IED WHEN THE PARLIAMENT OF CANADA NEXT EXAMINES THE FOREIGN
INVESTMENT REVIEW ACT.
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