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ATTENT I GN - MR. PAT SHEEHY 

RE: TEXT OF LETTER SENT TO THE HONOURABLE HERB GRAY, MINISTER 
-F+ I~USTRY, TRADE AND COMRE CANADA 0~ NOVEMBER 20, I 961 

---------------------------------------------------------------- 

0EAR MR. GRAY- 

AS YOU ARE AWIRE, ON DECEMBER 22, 1981 IMASCO SUBMITTED AN APPLI- 
CATI Gl\I TO YOU FOR AN OP I NI DN UIJOER SUBSECT I ON 4( 1 ) of THE FORE I GN 
INVESTMENT REVIEW ACT ( ‘FIR ACT’ ) THAT IMASCO IS NOT A NON- 
ELIGIBLE PERSON. 

I:4hSCO BELIEVES THAT IT HAS ESTABLISHED THAT, NOTWITHSTANDING 
THE FACT THAT B.A.T.. INDUSTRIES LIMITED (THE ‘SENiOR SHAREHOLDER’) 
WNS OR CONTROLS 49.8 PER CENT OF THE VOTING SHARES OF IMASC~, 
THE RELAT 1 ONSHIP BETWEEN THE SENIOR SHAREHOLDER AND lMASC0 HAS 
BEEN Ahl) CONTINUES TO BE ONE WERE IMASCO PROVlOES APPROPRIATE 
INFORM4T I ON TO AND HAS CONSULTAT ONS w ITH THE SENI OR SHAREHOLDER 
SO THAT IHtSCO CAN RECEIVE THE BEI\IEFlT OF THE ADVICE AND EXPE- 
RIENCE OF THE SENIOR SHAREHOLDER, IT BEING RECOGNIZED 
HOWEVER THAT THE ULTIMATE DECISIWMAKING AUTHORITY IN IMASCO, 

-)INCLUDING DECISIONS AS TO THE SELECTION Of DIRECTORS, IS L.‘ITH THE 
‘-BOARD OF DIRECTORS ff IMASCO AND ITS SENIOR MANAGEMENT. . 

NOT’dITHSlANOING THE FOREGOING, YOU Ibd3ICATED AT OUR MEETING ON 
=‘TEM9ER 18 LAST MAT You WOULD HAVE DIFFICULTY IN FURNISHING 

f“‘d OPINION TO IMASCO UNDER SUBSECTION 4(l) OF THE FIR ACT -THAT 
.4ASCO IS NOT A NDWELIGIBLE PERSON IN THAT, BECAUSE OFTHE: AFORE- 
bENTI ONED VOTING SHARE WNERSiiIP, THE SENIOR SHAREHOLClER HAS THE 
!‘04ER TO COhTROL IMASCO. 

. . 

AS A RESULT OF THE FOREGOING IMASCO HAS HAD DISCUSSIONS wITHITS 
BOARD OF DikECTORS AND SENIOR SHAREHOLDER+~ITH A VIEW TO FIN3lNG 
A SOLUTI ON TO THE PROBLEM. AS A RESULT, WITH THE APPROVAL OF ITS 
BOAR0 OF DIRECTORS AND ITS SENIOR SHAREHOLDER, IHASCO MES THE 
FOLLO!,/~IJIG PROPOSAL WITH A VIE!t! TO RESOLVING THE PROBLEM: 

. . 8 

0 c( 
N 

(A) THE SENI OR SHAREHOLDER !dOULD LEGALLY. 8 IND I TSELF TO Gl VE THE 0 
RIGHT TO THE CANAD IAN NOi+EYECUTIVE 01 RECTORS OF IMASCO TO VOTE 
ITS SHARES AT THE I R 0 I SCRETI ON. SUBJECT TO THE COMMENTS WHt M 
FOLLOW, THERE WOULD BE NO TIME LIMIT ON THIS RIGHT, TO SO VOTE e)< 

z 
-4 

THE.SENlOR SHAREHOLDER’S SHARES. THlS RIGHT WOULD EXIST FROM 
THE OATE OF A FAVOURABLE MINISTERIAL D? INI ON. THE CURRENT 
C4hADlAN NW-EXECUTIVE DIRECTORS OF IbtASCO ARE MR. JOHN COLEMAN, 
MR. ?URDY CRAWFORD, HR. PETER KILBURN AM) MR. JEAN RICHER. 
EA3 ARE DISTlNGUISHED C4luADlAN hATIONALS IN THEIR WN RIGHT. 
A JHORT 6 I OGHAPHY OF EAC2-i PEF?SOF( IS ATTACHED AS AP=W\T)IY ‘A’ . 

0” 
a 
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n 15 t-2 IiJlOi 0% hi=UStD TO I Shut A Hti\EWAL G3 INI ON lip Cl k&&k 
iAk.25 k+-iEk TtiEtiE HAD bEElu Iv0 SlGhIFlCAluT CHANGE IN TriE 
.4dTfiilAL FACTS .U?Ok WHlCti THE FALOUKABLE MINISTEHIAL G?I~~lOIJ k--” 
&I: &;I-4 BASED. as-4 

THi !ZNI OR SHARkHOLDER k’OULD RETAIN THE POwEff Tli !-/I THDRA:? 
Tt-rt: GIGHT GI?‘EN TO THE CANADIAN NOkEXECtJTlVE DIRECTORS TO 
VOTE ITS SHARES BY NOTICE IN !vRITING TO THE MINISTER IN THE EVENT 

N. 

OF GEVELOPI-IEIJTS WHICH MIGHT tN A SIGNIFICANT WAY ADVERSELY 
AF’ECT THE SENI OR SHAREHOLDER’S IIvTERESTS. 

‘:‘. l& op”A 

4 ~-+ 
IN THE ELENT OF WITHGRA!qAL OF THESE ARRANGEMENTS, IMASCO WOULD 

IMdED IATELY CEASE TO REGARD ITSELF AS AN ELI Cl BLE PERSON AND ‘i;+& 
WOULD SUBMIT ALL FUTURE AC;UISITIONS OF CANADIAN COIS>ANIES AND @“l 
NEW BUSINESS VENTURES TO THE MINISTER FOR APPROVAL. MOREOVER, 
ANY ACSUISITION MADE OR UNRELATED BUSINESS COMMENCED DURING THE 
TWO YEAR PERI OD PRIOR TO ANY WI THDRAwAL BY THE SENIOR SHAREVO ER 
!voULD BECOME SUBJECT TO RELlEw BY Tie MINISTER. o-;+r -q&&b 

THE RELATIONSHIP BETWEEN THE SENIOR SHAREHOLDER AND IMk3CO WILL 
CONTINUE TO BE ONE WHERE IMASCO PROVIDES APPROPRIATE INFOR;*TlON 
TO AND HAS CONSULTATION w ITH THE SENI OR SHAREHOLDER SO THAT 
lMASC0 CAN RECEIVE THE BENEFIT OF THE ADVICE AND EXPERIENCE 
GF THE SENIOR SHAREHOLDER. IT WOULD BE AGREED, HOWEVER, THAT 
THE ULTIMATE DECISION MAKING AUTHORITY IN IMASCO, INCLu3ING 
DECISIONS AS TO THE SELECTION OF DIRECTORS, WOULD BE EXCLUSIVELY 
wITi THE BOARD OF DIRECTORS OF IMASCO. 

A PROCEDURE WILL BE ESTABLISHED PROVIDING FOR MINIMLM NUdBERS 
OF I\;Oi+EYErXlilVE DI RECTORS, THE klETHOD OF THE I A SELECTI ON AND 
THE PROCEDUAE FOR EuERClSlNG THEIR RIGHT TO VGTE TdE SHARES 
OF THE SENIOR SHAREHOLDER. 

THE SENIOR SHAREHOLDER WOULD NOT INCREASE ITS 1 NTEREST IN ui?!Ll . li4ASCO AND EVERY REASONABLE EFFORT WOULD BE WOE BY IMASCO ( IN 
LINE WITH EARLIER FIRA UNDERTAKINGS) TO REDUCE THE SENIOR 
SHAREHOLDER’S INTEREST TO 40 PER CENT. IN THIS CONNECTION IT 
WOULD BE PRO?OSED THAT AT THE NEXT ANMJAL GENERAL MEETING OF 
SHAREHOLDERS THE CHARTER OF IMASCO WOULD BE AMENDED TO PROVIDE ’ 
FOR A t&?Y I.cluid L I WIT ON THE NlJ38ER CF SHARES WHI CH MAY BE f SSUEO 
BY THE DIRECTORS WITHOUT THE FURTHER APPROVAL OF A SHAREHOLDER’S 
MEET I NC. THE: MAY I MUId WILL BE CALCULATED SO THAT THE SENI OR 
SHAREHOLDER’S INTEREST WOULD NOT FALL BELDd 10 PER CENT. 

NOT LESS THAN 80 PER CENT OF THE BOARD OF ‘01 RECTORS OF IMASCO WO 

VJOULD BE CANAD I ANS. TH I S PERCENTAGE I S ACTUALLY LESS THAN HAS 
BEEN THE CASE OVER THE PAST Ire YEARS BUT HAS BEEN SELECTED TO 
ENASLE 1NDIVIDUALS ASSOCIATED WITH HARDEE’S FOOD SYSTEMS, 
Il\C. l OUR RECENT U.S. AC?UISlTION, TO PARTICIPATE ON THE GOARD. 

li4ASCOmiS CHIEF EXECUTIVE OFFICER WOULD ALWAYS BE A CANkDIAN. 

TrlE SENIOR SHAREHOLDER WOULD NOT HAVE ANY, NOMINEES ON THE BOARD 
OF 01 RECTORS OF I;dASCO. THIS CONTINUES INTO Tii INDEFINITE 
imuRE A SITUATI ON wii ICH HAS Ex l STED FOR MORE THAN 33 YEARS. 

I:~‘SCC’S HEAO OFFICE AND EXECUTIVE OFF ICE WOUiD AT ALL TIMES BE 
LOCATED IN CANADA, THESE OFF I (ES HAVE BEEN l.CUTED IN MOi~lR-AL 
S I NCE TRHE CGXJANY’ S I NCEPT I ON. 

i;rOT LESS THAN TiiKEE ?UARTERS OF ALL MEET1 NGS OF THE B&RD 
z 

OF Dl RECTORS AND OF THE ExECUT I VE COAdI TTEE OF THE BOARD OF 
w 

I l.lkSCO ‘:~OULD BE HELD IN CANADA. IT HAS BEEN OUR PRACTI CE 
TO HOLD ALL SUCH MEETINGS IN CANADA bUT AtAIN, lid RECOGNITION 

0” 

C= THE A< )UlSlTION OF HARDEE’S, WE WOULD LIKE TO RETAIN 92.E 
a 
- 

FLEyI3lLITY IN THIS AREA. P73 - 
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-- 
I TRUST THAT THE FOREGOING PROPOSAL WILL SERVE AS A BASIS, WHEN 

:. APPROPR 1ATELY OOCMENTEO, FOR THE ISSUANCE OF A FAVOURABLE F IRA 
. STATUS OpIiJl ON TO IMASCO. 

” . . I AbID OTHEQ REPRESENTATIVES Oe I MSCO ARE AVAILABLE TO i%ET W 1 l?i 
YOU OR YOUR OFFICIALS AT YOUR CONVENIENCE TO DISCUSS THIS hiATTtiR. 
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