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ATTENT I ON - MR. PAT SHEEHY 

kE:- TEXT OF LETTER SENT TO TiiE HONOURABLE HERB GRAY, MINISTER 
-IF. II~uSTRY, TGAoE At- CDXMERCE CANADA ON NOVEMBER 20, 1981 

e 
-B-M --------------------_______________u____-------------------- 

I 

vcAR MR. GRAY- 

AS YOU ARE AvARE, ON OECEMBER 22, 1961 1 MASCO SUBMI TTEO AN APPLI- 
C4T I Cl\! TO YOU FOR AN OP I fJI ON UIJDER SUBSECTI GN 4( 1 ) OF THE FOREIGN 
INVESTMENT REVlEw ACT (‘FIR ACT’) THAT It&SC0 IS NOT A NC% 
EL I G I BLE PERSON. 

IXASCO BELIEVES THAT IT HAS ESTABLISHED THAT, NOTWITHSTA~ING 
THE FACT TilAT B.A.T.. INOUSTRIES LIMITEO (THE ‘SENIOR SHAREHOLDER’) 
@INS OG CONTROLS 49.8 PER CENT OF THE VOTING SHARES DF IMASCO, 
THE RELATIONSHIP BETWEEN THE SENI OR SHAREHOLDER AND IMASCO HAS 
BEEN Ah73 CONTINUES TO BE ONE WERE IMASCO PROVIDES APPROPRIATE 
IIJFORt4TION TO AND HAS CONSULTATIONS WITH THE SENlOR SHAREHOLOER 
SO THAT 1 ILCASCO CAN RECE IVE THE BEIEF I T OF THE ADVICE AND EXPE- 
RI EMCE DF THE SENI OR SHAREHOLDER, IT BE ING RECOGNl ZED 
HOdEVER THAT THE ULTIMATE DECISlOl+MAKlNG AUTHORITY IN IMASCO, 
‘~CLvDING DECISIONS AS TO THE SELECTION OF DIRECTORS, IS WiTH TrlE 

-doAf?D OF 01 RECTORS OF IMASCO AN0 ITS SENIOR MANAGEMENT. 

NDTW I THSTAND I NG THE FOREGO I NG, YDu INDICATED AT OUR MEETING ON 
SEPTEMBER I6 LkST THAT YOU WO’JLD HAVE DIFF I CULTY IN FURNISHING 

p OPINION TO lMASC0 MER SUBSECTION 4(l) OF THE FlR ACTJHAT 
aSC0 IS NOT A NWELIGIBLE PERSON IN THAT, BECAUSE OFTHE AFORE- 

iENTlC&JED VOTING SHARE ChWERSiiIP, THE SENIOR SHAREHOLDER HAS THE 
PD4ER TO COWROL IMASCO. 

AS A RESULT CtF THE FOREGOING I MASCO HAS HAD D I SCUSSI ON5 WI THI TS 
BOARD OF DIRECTsOHS AND SENIOR SHAREHOLDER WITH A VIEW TO FINDING 
A SOLUTI DN TD THE PROBLEM. AS A RESULT, WITH THE APPROVAL OF ITS 
BOARD O? DIRECTORS AIQ ITS SEMOR SHAREHOLDER, IbIASCO rvZAKES THE 
FOLLO’dlNG PRO?OSAL WITH A VIEW TO RESOLVING THE PROBLEM: 

(A 1 SHE SENI OR SHAREHOLDER WOULD ’ TO GI VE THE 
RIGHT 50 THE CANADIAN fdDl+EYECUTIVE-DIRECTORS OF IMASCO TO VOTE 

N 

ITS SHARES AT THEIR DISCRETION. we 
a< 

CAF3iDIAN NO~!!EUECUTI VE DI GECTORS OF IMASCO ARE MR. JOHN COLEWiN, 
MR. PURDY CRAWFORD, MR. PEiER KILBUHN AND HR. JEAN RICMER. 
fA.3 ARE DISTINGUISHED CANADIAN NAATI ONALS IN THE 113 D.+! kl GHT. 
A 31CIRT B I OGHAPHY OF EACH RERSON I S ATTACHED AS APP5NO IY ‘A’ . 
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T!4t SW1 Ok SHARtHOLLXR WULC iiETAIlJ THE PCh!ER TC, !;I[ TH~~A:$ 
THt RIGXT Gl!‘EN TO THE CkiQADIAld l~0l~!ExEQJTIVE DIRECTORS TO 
LOTE ITS SHACcES 
OF DEVELOpMEIJTS 
AFFECT THE SENI 

IN THE EVENT 0i= WITHDRA%AL OF THESE AHRAl~EI4ElrlfS, I I44SCo WOULD 
IMYDIATELY CEASE TO REGARD ITSELF AS AN ELIGIBLE PERSON AND 

WOULD SUBYlT ALL FUTURE ACJUISITIONS OF CANADIAN COMPANIES .AND 
NE’:l BUSINESS VENTURES TO THE MINISTER FOR APPROVAL. MOREOVER, 

CQqTlNLE TO BE ONE k/HERE IMASCO PROVIDES APPROPRIATE iNFOR;4ATiON 
TO AtdD HAS CONSULTAT i ON WITH THE SENI OR SHAREHOLDER SO THAT 
]MASCO CAN RECEIVE THE BENEFIT OF THE ADVICE AND EXPERIENCE 
OF THE SENIOR SHAREHOLDER. IT WOULD BE AGREED, HO&EVER, THAT 
THE ULTIMATE DECISION MAKING AUTHORITY IN IMASCO, IIJCLLRING 
DECISICNS AS TO THE SELECTION OF DIRECTORS, WOULO BE EXCLUSIVELY 
NlTH THE BOARD OF DIRECTORS OF IMASCO. 

A PROCEGURE \$ILL BE ESTABLISHED PkOVIDiNG FOR MINIMU NLbtiBERS 
OF lcOi+EuE;3JTIVE DIRECTORS, THE XTHOD OF THE JR SELECTI ON AND 
THE PR~CEDUPE FOR EXERCISING THEIR RIGHT ~0 VOTE THE SHARES 
OF THE SEN 1 OR SHAREHOLDER. 

. c -Jo EVERY REASONABLE EFFORT k’0LJLD BE MADE BY IbtASCO ( IN 
LlhE WITH EARLIER FIRA UNDERTAKINGS) TO REDUCE THE SENIOR 
SHAREHOLDER1 S INTEREST TO 40 PER CENT. IN THIS COI\C<ECTION IT 
WOULD BE PRO?OSED THAT AT THE NEXT ANNUAL GEh!!RAL MEETifJG OF 
SHAREHOLDERS THE CHARTER OF IMASCO !JOULD 8E AM3DED TO PROVIOE * 
FOR A Wxl.MUii LlWlT ON THE NLS-IBER CF SHARES WHICH MAY BE ISSUE0 
a~ THE DIRECTORS WITHOUT THE FURTHER APPROVAL OF k SHAREHOLDER* S 
MEET INC. THE MAY IMU WILL BE CALCULATED SO THAT THE SENl OR 
SHAREHOLDER’S INTEREST WOULD NOT FALL BELO. ldI PER CEM. 

NDT LESS THAN 80 PER CENT OF THE BOAAD OF ‘Di RECTORS OF IMASCO WO 

WOULD BE cANA I ANS. THIS PERCENTAGE IS ACTUALLY LESS THAN HAS 
BEEN THE CASE OVER THE PAST &O YEARS BUT HAS BEEN SELECTED TO 
ENABLE INDIVIDUALS ASSOCIATED WITH HARDEE’S FOOD SYSTEMS, 
IIG ) OUR RECEfdT U.S. AC?UISITION, TO PARTICIPATE ON THE BOARD. 

1 MASCO” S CHI EF ExECUTI VE OFF I CER ::‘OULO ALWAYS BE A CANkD I AN. 

TriE SENIOR Sr!REHOLDER wOyl0 NOT HAVE ANYI NOMIf’!!ES ON THE BOARD 
OF 01 RECTORS. OF I;dASCO. THIS CONTINUES INTO THE INDEFINITE 
WTUE A 51 TUAT I ON WA I CH HAS Elc I STED FOH MORE THAN 33 YEARS. 

I:GASCO’S HEAD OFFICE AND ExECUTI\IE GFICE wOUiD AT ALL TIHES BE 
LOCATED IN CANADA. THESE OFF I ES HALE BEEN LOfifED IN MOi\!R-AL 
S I KE TRHE CG:&ANY S I NCEPT I ON. 

NOT LESS THAN THREE NARTERS OF ALL i%ETiNGS OF THE BOAHD 
OF DIRECTORS AND OF THE EYECUTIVE COb4lTTEE OF THE k3OARD OF 
I ~-t&X0 ?OULD BE HELD I iJ CANADA. IT HAS BEEN OUR PRACTI E 
TO HOLD ALL SUCH XETINGS IN CAIGADA b;lT AGAIN, lid RECOGNITlOiJ 
of THE AC!UlS]TlOld OF HARDEElS, WE kQiiLD LIKE TO RETAIN SOX ._ 
FLEyljlLlTY IN THIS AREA. 1 . . 

I YE: ,=T ?-.-,.T f I.- rnoc-a. .,a - -._ a-. 
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1 TRUST THAT T!iE FORCGOING PROi’OSAL WILL SERVE AS A BASIS, WHEN 
k>PROPR IATELY OOCMENTEO, FOR THE ISSUANCE OF A FAVCURABLE F I RA 
SiATUS OPIiJIoN TO li-46~0. 

I Ah.0 OTHER REPRESENTATIVES OF IhIASCO ARE AVAILABLE TO i&ET WITH 
YOU OR YOIJH OFF I Cl ALS AT YOUR CONVENI ZNCE TO 0 I SClJSS THIS ;4ATnR. 

PAUL PARE 

: 
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