3ASNOH HOSONIM
X373L
I26LAONE T
€12105 BATIND G
'Ti:LIMLS\SC rim. ONINOONI

ikD.35¢
ATTENTION: MR. PAT SHEEHY

= :- TEXT OF LETTER SENT TO THE HONOURABLE HERB GRAY, MINISTER
_07" INDUSTRY, TRADE AND COMMERCE CANADA ON NOVEMBER 20, 1981

- - - - - - - - - - - - e -
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.AR MR. GRAY:

AS YOU ARE AwARE, Oii DECEM3ER 22, 1681 1MASCO SUBMITTED AN APPLI-
CATIGN TO YOU FOR AN OPINION UNDER SUSSECTION L(1) OF THE FOREIGN
HIVESTMENT REVIEwW ACT ('FIR ACT') TrAT IMASCO IS NOT A NOI-
EL1GIBLE PERSON. .

1:1A4ASCO BELIEVES THAT 1T HAS ESTABLISHED THAT, NOTwITHSTANDING

THZ FACT THAT B.A.T.. INDUSTRIES LIMITED {THE 'SENIOR SHAREHOLDER®)
O4S OR CONTROLS L4S.8 PER CENT OF THE VOTING SHARES OF IMASCO,

THE RELATIONSHIP BETWEEN THE SENIOR SHARZHOLDER AND IMASCO MAS
BEEN AND CONTINUES TO BE ONE WHERE IMASCO PROVIDES APPROPRIATE
INFORMATION TO AND HAS CONSULTATIONS wiTH THE SENIOR SHAREHCLDER
SO THAT IMASCO CAN RECEIVE THE BENEFIT OF THE ADVICE AN) EXPE-
RIENCE OF THE SEN1OR SHAREHOLDER, T BEING RECOGNIZED °

HOWEVER THAT THE ULTIMATE DECISION-MAKING AUTHORITY IN 1MASCO,
INCLUDING DECISIONS AS TO THE SELECTION OF DIRECTORS, 1S \-'ITH THE
OARD OF DIRECTORS OF IMASCO AND 1TS SENIOR MANAGEMENT. .

NOTWITHSTANDING THE FOREGOING, YOU INDICATED AT OUR ~EETING ON
SEPTEMZER 18 LAST THAT YOU WOULD HAVE DIFFICULTY IN FURNISHING
Yl COINION TO IMASCO UNDER SUBSECTION L(1) OF THE FIR ACT THAT
ASCO 1S NOT A NO-ELIGIBLE PERSON IN THAT, BECAUSE OFTRE AFORE-
‘ENTIONED VOTING SHARE OWNERSHIP, THE SchOR :rlARE-lOLDER HAS THE
PO'IER TO CONTROL 1MASCO.

AS A RESULT OF THE FOREGOING IMASCO HAS HAD DISCUSSIONS wiTHITS

EJARD OF DIRECTORS AND SENIOR SHAREHOLDER 1TH A VIEW TO FIWDING L
A SOLUTION TO THE PROBLEM. AS A RESULT, wITH THE APPRCVAL OF ITS N
E0ARD CG7 DIRECTORS AIND ITS SENIOR SHAREHOLDER, |ASCO MAKES THE

FOLLOWING PROPOSAL wWI1TH A VIEW TO RESOLVING THE PROBLEM:

(A) THE SENIOR SHAREHOLDER wWOULD BESALA~Y RINO=—HESELT TO GIVE THE OK
&IGHT 70 THE CAINADIAN NOI-EVECUTIVE DIRECTORS OF 1MASCO TQ VOTE
ITS SHARES AT THEIR DISCRETION. SUUTECT- SO HE—COMIERTI==AITN -
~ELtt 7 SRR O SR NO T st T — T S SR AT T OFE oK

ek icHILDETEB=oMaRES,  THIS RIGHT WOULD EX1ST FROM

THL DATE OF A FAVOURABLE MINISTERIAL OGP INION., THE CURRENT
CARADIAN NCN-EYECUTIVE DIRECTOKRS OF 1445C0 ARE MR, JOHN COLEMAN,
Mik, PURDY CRAWFORD, +~R, PETEK KILBURKN AND ™R, JZAN RICHEIR,
EACH AkE DISTINGUISHED CAMADIAIN RATIOIRALS JIN THE Ik OuN XIGHT.
A SSURT EIQGRAPHY OF EACH PLESON IS ATTACHED AS APS:ERDIX AT,
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3.

E) EVERY REASONABLE® EFFORT WOULD BE MADE BY IMASCO
(IN LINE ¥ITH EARLIER UNDERTAKINGS TO FIRA) TO
REDUCE THE SENIOR SHAREHOLDER'S VOTE TO 40% BY THE
END OF 1983.
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() Tz Stk SHakcHOLUL R 'OULL; weTALIN Trz PUSLK TG W THurAS
Tl RIGAT GIViN TO THE CaivaADIAN I\OI\'—L(:CJ'lIVc DIBECTCRS TU No

VOTE 175 SHAKES BY NOTICE Ik wKITING TG THE MINISTER {i¥ Tii€ EVENT .
0F LEVELORENTS wHICH MMM * 1o th oppem

- ey

AFFECT THE SENIOR SHAREHOLDER'S INTERESTS. 4““- Ha'"
P
(D) 1N THE EVENT OF WITHORAWAL OF THESE AKRANGEMENTS, |iASCO WOULD ‘z;.{A
U440 IATELY CEASE TO REGARD [TSELF AS AN ELIGIBLE PERSUN AND

-
wWOULD SUgYIT ALL FUTURE ACIUISITIONS OF CANADIAN COMPANIES AND -
NEw EUSINESS VENTURES TO THE MINISTER FOR ADDROVAL. MOURE OVEK
RS 1 ¥4 ONTMADE ~CRUNRETATE D~ 05H NES5~S0nk NG
T T ERKOLRTUD PRIDR™TOANTw T HORAWAL B ¥—THE=SEl SA=SAARTHOLDER —
HIGULD 3 E-E 0S5 STt RE v EW—D Yo THE—4 S STERet  Oity b T b
QARG
() THE RELATIONSHI® BETWEEN THE SENIOR SHAREHOLDER AND |MASCO WiLL
CCNTINLE TO BE ONE WHERE 1MASCO PROVIDES APPROPRIATE |NFORMATION
TO AND HAS CONSULTATION wiTH THE SENIOR SHAREHOLDER SO THAT
I+AS5C0 CAN RECEIVE THE BENEFIT OF THE ADVICE AND EXPERIENCE
- GF THE SENIOR SHAREHOLDER. T WOULD BE AGREED, HOWEVER, THAT
_}-\ THE ULTIMATE DECISION MAKIWNG AUTHORITY IN IMASCO, INCLUDING
CECISIONS AS TO THE SELECTION OF DIRECTORS, wOULD BE EXCLUSIVELY
wiTH THE BOARD OF DIRECTORS OF IMASCO.

(F) A PROJEZGURE wiLL BE ESTABLISHED PKOVIDIING FOR MINIMUM HU4SERS

G iWGI-ZYECUTIVE DIRECTGRS, THE WETHOD OF TAZIR SELECTION ARD

THE PROCEDURE FOX EXERCISING THEIR RIGHT TO VOTE THE SHARES

OF THE SENIGE SHAREHOLDER.

_ ] Ue-lode
(S) T WEEETr SraSrhrE i GlGew—erTUC OO T TICREASE ~ T SWTERESTIN" 0, °J

JAASCOAND EVERY REASONABLE EFFORT wOULD BE MADE BY [4ASCO (IN
LINE wITH EARLIER FIRA UWDERTAKINGS) TO REDUCE THE SENIGR
SHAREHOLDER'S INTEKEST TG LO PER CENT. IN THIS CONNECTION IT
YOULD BE PROPOSED THAT AT THE NEXT ANNUAL GENERAL MEETING OF
SHAPEHGLDERS THE CHARTER OF IMASCO WOULD BE AWENDED TO PROVIDE
FOR A MAXTMUM LIMIT ON THE NUJ4BER CF SHARES wHICH MAY BE 153UED
3Y THE DIRECTORS WITHOUT THE FURTHER APPROVAL OF A SHAREHOLDER'S
EETING, THE MAYIMUM WILL BE CALCULATED SO THAT THE SENIOR
SHAREHCLDER'S INTEREST WOULD NOT FALL BELOw LO PER CENT.

g

JT

NOT LESS THAN 80 PER CENT OF THE BOARD GF DIRECTORS OF IMASCO wO

~ wOULD BE CANADIANS, THIS PERCENTAGE IS ACTUALLY LESS TrAN HAS
BEEIN THE CASE OVER THE PAST LO YEARS BUT HAS BEEWN SEZLECTZID TO
TINASLE INDIVIDUALS ASSOCIATED wlTH HARDEE'S FOOD SYSTEMS,
INC., OUR RECENT U.S. ACIUISITION, TO PARTICIPATE Oin THE BUARD.

1) IMASCO'S CHIEF EXECUTIVE OFF ICER wOULD ALWAYS BE A CANADIAN.

J) THZ SEWNIOR SHAREHOLDER wOULD WNOT HAVE ANY. NOMINEES ON Tric EOARD
OF DIRECTORS OF 1MASCO. THIS CONTINUES INTO TrE INDEFINITE
FUTURE A SITUATION wHICH HAS EYISTED FOK ADRE THAix 33 YEAFRS.

i) IMASCC'S HEAD OFFICE AND EXECUTIVE (FFICE wOULD AT ALL TI4ES BE
LOCATED IN CANADA., THESE OFFICES HAVE BEEN LOCATED IN MONTR-AL
SINCE TRAE COA4PANY'S INCEPTION.

L) .07 LESS T-AN THREE JUARTZKS OF ALL MSETINSS OF THE EOARD
0T DIKECTORS AN OF THE EYECUTIVE COM4ITTEeE OF THE wCARD OF
[#i23C0 “OULD BE HELD IN CANADA., 17 HAS BEEN OUR PRACTICE
70 HKOLD ALL SUCH EETINGS IN CAlADA buT AGAIRN, liv RECOGIVI T10W
G THE ASWISITION OF HARDEE'S, wE wWOULD LIKE TO RETAIN SC4:
SLEVISILITY IN THIS AREA,
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T THEUST THAT -THZ FORSGOING PxOPQSAL wlLL SERVE AS A BASIS, wrEn
2321 ORIATELY DOCUMENTED, FOR THE [ISSUANCE GF A FAVOURABLE FIRA
SoATUS GoIWION TO 1HMASCO.

1 40 DTHER REPRESENTATIVES OF 1ASCO ARE AVAILAZLE TUO 4EZT wiTH
YJ SR OYSUR OFFICIALS AT YOUR CONVENIZKCE TO CI13SCUSS THIS MATTZR,

SHali. Ly,
PAUL PARE
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