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ATTENTION: MR, PAT SHEEHY

RE: TEXT OF LETTER SENT TO THE HONOURABLE HERB GRAY, MINISTER
~YOF * INDUSTRY, TRADE AND COMMERCE CANADA ON NOVEMBER 20, 1981

o~ —

OEAR MR. GRAY:

AS YOU ARE AwWARE, OiN DECEMBER 22, 1981 IMASCO SUBMITTED AN APPLI-
CATIGN TO YOU FOR AN OPINION UNDER SUBSECTION 4L(1) OF THE FOREIGN
INVESTMENT REVIEW ACT ('FIR ACT') THAT {MASCO IS NOT A NON-
ELIGIBLE PERSON. )

1;AASCO BELIEVES THAT IT HWAS ESTABLISHED THAT, NOTwWI1THSTANDING

THE FACT THAT B.A.T. INDUSTRIES LIMITED (THE 'SENIOR SHAREHOLDER')

OyNS OR CONTROLS 4S.8 PER CENT OF THE VOTING SHARES OF I1MASCO,

THE RELATIONSHIP BETWEEN THE SENIOR SHAREHOLDER AND [MASCO HAS

BEEN AND CONTINUES TO BE ONE WHERE IMASCO PROVIDES APPROPRIATE

INFORMATION TO AND HAS CONSULTATIONS WITH THE SENIOR SHAREHOLDER

SO THAT IMASCO CAN RECEIVE THE BENEFIT OF THE ADVICE AND EXPE-

RIENCE OF THE SENIOR SHAREHOLDER, |T BEING RECOGNIZED

HOWEVER THAT THE ULTIMATE DECISION-MAKING AUTHORITY IN 1MASCO,
WNCLUDING DECISIONS AS TO THE SELECTION OF DIRECTORS, IS wiTH THE
"—'BCARD OF DIRECTORS OF [IMASCO AND iTS SENIOR MANAGEMENT. -

NOTWITHSTANDING THE FOREGOING, YOU INDICATED AT OUR MEETING ON
SEPTEMSER 18 LAST THAT YOU wOULD HAVE DIFFICULTY IN FURNISHING

/N OPINION TO IMASCO UNDER SUBSECTION L(1) OF THE FIR ACT THAT
.MASCO |S NOT A NON-ELIGIBLE PERSON IN THAT, BECAUSE OFTHE AFORE-
MENTIONED VOTING SHARE OWNERSHIP, THE SENIOR SHAREHOLUER HAS THE
P04ER TO CONTROL IMASCO.

AS A RESULT OF THE FOREGOING IMASCO HAS HAD DISCUSSIONS wiTHITS
BOARD OF DIRECTORS AND SENIOR SHAREHOLDER wITH A VIEw TO FINDING
A SOLUTION TO THE PROBLEM. AS A RESULT, wiTH THE APPROVAL OF ITS
BOARD 07 DIRECTORS AND ITS SENIOR SHAREHOLDER, 1MASCO MAKES THE
FOLLOWING PROPOSAL WITH A VIEW TO RESOLVING THE PROBLEM:

(A) THE SENIOR SHAREHOLDER wOULD LEGALLY BIND ITSELF TO GIVE THE OK
RIGHT 70 THE CANADIAN NON-EXECUTIVE DIRECTORS OF 1MASCO TO VOTE
TS SHARES AT THEIR DISCRETION. SUBJECT TO THE COMMENTS WHICH ,
FOLLOY, THERE WOULD BE NO TIME LIMIT ON THIS RIGHT- TO SO VOTE
THE ' SENIOR SHAREHOLDER'S SHARES. THIS RIGHT WOULD EX1ST FROMW
THE DATE OF A FAVOURABLE MINISTERIAL OPINION., THE CURRENT
CAMNADIAN NON-EXECUTIVE DIRECTORS OF JMASCO ARE MR, JOHN COLEMAN,
MR. PURDY CRAWFORD, MR, PETER KILBURN AND MR. JEAN RICHER.
EASH ARE DISTINGUISHED CANADIAN NATIONALS IN THEIR O#N RIGHT.
A SHORT BIOGRAPHY OF EACH PERSON IS ATTACHED AS APPENDIX 'AY,
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tae = lerdt U U SOTE wOULD dekeilivaic IF TrE AINISTer w] TROREW p,”
Al5 G2 HHON 0% FESUSED TO 1SSUE A RoiEWAL GRINION liv ClRCU43-

TANCES WeERE TrERE HAD BEEl WO SIGKIF ICANT CHANGE IN THE

AATZRIAL FACTS UPOW WHICH THE FAVOURABLE MINISTERIAL GPINION bud wete
HAG BEEN BASED. & o U

THe SciNIOR SHAREHOLDER wOULD RETAIN THE POWER TU 'wiTHORAW

THE RIGAT GIVEN TO THE CANADIAN NON-EXECUTIVE DIRECTGRS TO N»
VOTE ITS SHARES BY WOTICE IN WRITING TO THE MINISTER IN THE EVENT .
OF DEVELOPMEWNTS WHICH MIGHT IN A SIGNIFICANT wWAY ADVERSELY " e U e
AFTECT THE SENIOR SHAREHOLDER'S INTERESTS. Re ot ™

IN THE EVENT OF w]ITHORAWAL OF THESE ARRANGEMENTS, IMASCO WOULD 4344
IMMEDIATELY CEASE TQ REGARD ITSELF AS AN ELIGIBLE PERSON AND . W)
WOULD SUBMIT ALL FUTURE ACIUISITIONS OF CANADIAN COMPANIES AND ™
NEw BUSINESS VENTURES TO THE MINISTER FOR APPROVAL. MOREOVER,

ANY ACIWUISITION MADE OR UNRELATED BUSINESS COMMENCED DURING THE
TwO YEAR PERIOD PRIOR TO ANY wl1THDRAWAL BY THE SENIOR SHAREHOLDER
OULD BECOME SUBJECT TO REVIEW BY THE MINISTER. Owmits LE%&

THE RELATIONSHIP BETWEEN THE SENIOR SHAREHOLDER AND |MASCO wiLL
CONTINUE TO BE ONE WHERE 1MASCO PROVIDES APPROPRIATE INFORMATION
TO AND HAS CONSULTATION WITH THE SENIOR SHAREHOLDER SO THAT
IMASCO CAN RECEIVE THE BENEFIT OF THE ADVICE AND EXPERIENCE
CF THE SENIOR SHAREHOLDER. IT wWOULD BE AGREED, HOWEVER, THAT
THE ULTIMATE DECISION MAKING AUTHORITY IN IMASCO, INCLUDING
DECISIONS AS TO THEZ SELECTION OF DIRECTORS, WOULD BE EXCLUSIVELY
WiTH THE BOARD OF DIRECTORS OF IMASCO.

A PROCEDURE WILL BE ESTABLISHED PROVIDING FOR MINIMUM NUMBERS
OF NON-EXEQUTIVE DIRECTORS, THE METHOD OF THEIR SELECTION AND
THE PROCEDURE FOR EYERCISING THEIR RIGHT TO VOTE THE SHARES
UQM

OF THE SENIGR SHAREHOLDER.

THE SENIOR_SHAREHOLDER WOULD NOT INCREASE ITS INTEREST IN g, oud
1MASCO AND EVERY REASONABLE EFFORT WOULD BE MADE BY 1iASCO (IN
LINE wITH EARLIER FIRA UNDERTAKINGS) TO REDUCE THE SENIOR
SHAREHOLDER'S INTEREST TO 40 PER CENT. IN THIS CONWECTION IT
WOULD BE PROPOSED THAT AT THE NEXT ANNUAL GENERAL MEETING OF
SHAREHOLDERS THE CHARTER CF IMASCO WOULD BE AMENDED TO PROVIDE
FOR A MAXIMUM LIMIT ON THE NU4BER OF SHARES WHICH MAY BE ISSUED
8Y THE DIRECTORS WiTHOUT THE FURTHER APPROVAL OF A SHAREHOLDER'S
MEETING. THE MAXIMUM WILL BE CALCULATED SO THAT THE SENIOR
SHAREHCLDER'S INTEREST WOULD NOT FALL BELOy LO PER CENT.

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

WOULD BE CANADIANS. THIS PERCENTAGE 1S ACTUALLY LESS THAN HAS
BEEN THE CASE OVER THE PAST LO YEARS BUT HAS BEEN SELEEGTED TO
ENABLE INDIVIDUALS .ASSOCIATED wITH HARDEE'S FOOD SYSTEMS,

INC., OUR RECENT U.S. ACJQUISITION, TO PARTICIPATE ON THE BOARD.

IMASCO'S CHIEF EXECUTIVE OFFICER WOULD ALWAYS BE A CANADIAN.

TriE SENI1OR SHAREHOLDER WOULD WNOT HAVE ANY, NOMINEES ON THE BOARD
OF DIRECTORS OF IMASCO. THIS CONTINUES INTO THE INDEFINITE
FUTURE A SITUATION wHiCH HAS EXISTED FOR MORE THAN 33 YEARS.

IMASCC'S HEAD OFFICE AND EXECUTIVE OFFICE WOULD AT ALL TIMES BE
LOCATED IN CANADA, THESE OFFICES HAVE BEEN LOCATED IN MOITR-AL
SINCE TRHE COMPANY'S 1NCEPTION.

NOT LESS THAN THREE JUARTERS OF ALL MEETINGS OF THE BOAKD

0F DIRECTORS AND OF THE EXECUTIVE COMMITTEE OF THE SOARD OF

1MASCO wOULD BE HELD IN CANADA. 1T HAS BEEN OUR PRACTICE

TO HOLD ALL SUCH EETINGS IN CANADA BUT AGAIN, lid RECOGNITION

0= THE AT IUISITION OF HARDEE'S, WE wOULD LIKE TO RETAIN SGHE _
FLEXISILITY IN THIS AREA. PO -
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I TRUST THAT THE FOREGOING PROPOSAL WILL SERVE AS A BASIS, WHEN
APPROPRIATELY DOCUMENTED, FOR THE ISSUANCE OF A FAVOURABLE FIRA

STATUS OPINION TO IMASCO.

1 AND OTHER REPRESENTATIVES OF IMASCO ARE AVAILABLE TO MEET wiTH
YOU OR YOUR OFFICIALS AT YOUR CONVENIENCE TO DISCUSS THIS MATTER.

SINCERELY,
PALL PARE
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