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ATTENTION: MR. PAT SHEEHY

KE: TEXT OF LETTER SENT TO THE HONOURABLE HERB GRAY, MIN]STER
- 1NOUSTRY, TRADE AND COMMERCE CANADA ON NOVEMBER 20, 1981

—~ : i

wcAR MR. GRAY:

AS YOU ARE AwWARE, ON DECEMBER 22, 1981 IMASCO SUBMITTED AN APPLI-
CATICN TO YOU FOR AN OPINION UNDER SUBSECTION L(1) OF THE FOREIGN
INVESTMENT REVIEW ACT (*FIR ACT') THAT IMASCO IS NOT A NOWN-
ELIGIBLE PERSON.

1I4ASCO BELIEVES THAT IT HAS ESTABLISHED THAT, NOTwITHSTANDING

THE FACT THAT B.A.T.. INDUSTRIES LIMITED (THE 'SENIOR SHAREHOLDER!')
OyNS OR CONTROLS 4S.8 PER CENT OF THE VOTING SHARES OF 1MASCO,

THE RELATIONSHIP BETWEEN THE SENIOR SHAREHOLDER AND IMASCO 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 I1MASCO,
“NCLUDING DECISIONS AS TO THE SELECTION OF DIRECTORS, IS wiTH THE
<OARD 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
/> OPINION TO IMASCO UNDER SUBSECTION L4(1) OF THE FIR ACT THAT
ASCO IS NOT A NON-ELIGIBLE PERSON IN THAT, BECAUSE OFTHE AFORE-
fENTIONED VOTING SHARE OWNERSHIP, THE SENIOR SHAREHOLDER HAS THE
PO4#ER TO CONTROL IMASCO.

AS A RESULT OF THE FOREGOING IMASCO HAS HAD DISCUSSIONS wilTHITS
B80ARD OF DIRECTORS AND SENIOR SHAREHMOLDER wiTH A VIEw TO FINDING
A SOLUTION TO THE PROBLEM. AS A RESULT, W!TH THE APPROVAL OF ITS
BOARD OF DIRECTORS AND ITS SENIOR SHAREHOLDER, 1MASCO MAKES THE
FOLLOWING PROPOSAL WITH A VIEw TO RESOLVING THE PROBLEM:

(A) THE SENIOR SHAREHOLDER WOULD tiSatazy—adtd=t=aczx 70 GIVE THE OK
RIGHT 70 THE_CANADIAN NOW-EYECUTIVE DIRECTORS OF |MASCO TO VOTE
ITS SHARES AT THEIR DISCRETION. STu%k .

4 THIS RIGHT WOULD EXIST FROM
THC DATE OF A FAVOURABLE MINISTERIAL OPINION, THE CURRENT
CANADIAN NON-EXECUTIVE DIRECTORS OF IMASCO ARE MR. JOHN COLEMAN,
MR, PURDY CRAWFORD, ™MR. PETER KILBUKRN AND MR, JEAN RICHER.
EACH ARE DISTINGUISHED CANADIAN NATIONWALS IN THEIK OuiN RIGHT,
A SHURT BIOGRAPHY OF EACH PERSON IS ATTACHED AS APPERDIX ‘'A?,
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() THE SEMIOK SHAREHOLDER wOULD RETAIN THE POWER TO /1 THURAW
THE RIGHT GIVEN TO THE CANADIAN NON-EXECUTIVE DIRECTORS TO
VOTE TS SHAKES BY WOTICE IN wRITING TO THE MINISTER IiN THE EVENT )
0F DEVELOPHENTS WHICH itineFontnenedtuni@toAlamiiapuentry ) W opwwe
AFFECT THE SENIOR SHAREHOLDER'S INTERESTS. RS o M

P

{D) IN THE EVENT OF WITHDRAWAL OF THESE AKRANGEMENTS, [MASCO wOULD ‘;,“.{,(
IMMEDIATELY CEASE TO REGARD ITSELF AS AN ELIGIBLE PERSON AND ST
wOULD SUBMIT ALL FUTURE ACIUISITIONS OF CANADIAN COMPANIES AND “
NEw BUSINESS VENTURES TO THE MINISTER FOR APPROVAL. MOREOVER,

(E) THE RELATIONSHIP BETWEEN THE SENJOR SHAREHOLDER AND |MASCO wiLL
CONTINLE TO BE ONE WHERE 1MASCO PROVIDES APPROPRIATE INFORHMATION
TO AND HAS CONSULTATION wITH THE SENIOR SHAREHOLDER SO THAT
IMASCO CAN RECEIVE THE BENEFIT OF THE ADVICE AND EXPERIENCE

- OF THE SENIOR SHAREHOLDER. [T WOULD BE AGREED, HOWEVER, THAT

/' THE ULTIMATE DECISION MAKING AUTHORITY IN IMASCO, INCLUDING
DECISIONS AS TO THE SELECTION OF DIRECTORS, wOULD BE EXCLUSIVELY
WITH THE BOARD OF DIRECTORS OF IMASCO.

(F) A PROCEDURE wiLL BE ESTABLISHED PKOVIDING FOR MINIMUM NUMBERS
OF WNON-EXECUTIVE DIRECTORS, THE McTHOD OF THEIR SELECTION AND
THE PROCEDURE FOR EXERCISING THEIR RIGHT TO VOTE THE SHARES
OF THE SEN1OR SHAREHOLDER.

(3) R - . - - UQ%
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JAASES»AND EVERY REASONABLE EFFORT wWOULD BE MADE B8Y |MASCO (IN

LINE w1TH EARLIER FIRA UNDERTAKINGS) TO REDUCE THE SENIOR
SHAREHOLDER'S INTEREST TO L0 PER CENT. IN THIS CONNECTION IT
WOULD BE PROPOSED THAT AT THE NEXT ANNUAL GENERAL MEETING OF
SHAREHOLDERS THE CHARTER OF IMASCO WOULD BE AMENDED TO PROVIOE
FOR A MAXiMUM LIMIT ON THE NUMBER OF SHARES WHICH MAY BE IS5UED
8Y THE OIRECTORS WITHOUT THE FURTHER APPROVAL OF A SHAREHOLDER'S
MEETING. THE MAY.IMUY wlLL BE CALCULATED SO THAT THE SENIOR
SHAREHOLDER'S INTEREST wOULD NOT FALL BELOy LO PER CENT.

T

) WNOT LESS THAN 80 PER CENT OF THE BOARD OF DIRECTORS OF IMASCO wO

f\ WOULD BE CANADIANS., THIS PERCENTAGE IS ACTUALLY LESS THAN HAS
BEEN THE CASE OVER THE PAST LO YEARS BUT HAS BEEN SELECTED TO
ENASLE INDIVIDUALS ASSOCIATED wilTH HARDEE'S FOOD SYSTEMS,

IhC., OUR RECENT U.S. ACIISITION, TO PARTICIPATE ON THE BOARD.

() IMASCO'S CHIEF EXECUTIVE OFFICER wOULD ALWAYS BE A CANADIAN,

(J) THE SENIOR SHAREHOLDER wOLLD NOT HAVE ANY, NOMINEES ON THE BOARD
OF DIRECTORS. OF 14ASCO. THIS CONTINUES INTO THE INDEFINITE
FUTURE A SITUATION wWr!lCH HAS EXISTED FOR MORE THAN 33 YEARS.

(K)  1%ASC0'S HEAD OFFICE AND EXECUTIVE OFFICE wOULD AT ALL TIES BE
LOCATED IN CANADA., THESE OFFICES HAVE BEEN LOCATED 1N MONTR-AL
SINCE TRHE COAPANY'S INCEPTION.

(L) ©NOT LESS TAAN THREE JUARTERS OF ALL MEETINGS OF THE BOARD
OF DIRECTORS AND OF THE EXECUTIVE COM4ITTEE OF THE BOARD OF
1a5C0 wOULD BE HELD IiN CANADA. 1T HAS BEEN OUR PRACTICE
70 HOLD ALL SUCH MEETINGS [N CANADA BUT AGAIN, IiN RECOGNITION
Oc THE ACWISITION OF HARDEE'S, WE wOULD LIKE TO RETAIN SOMEZ »
FLEXI3ILITY IN THIS AREA, T
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I TRUST THAT THE FOREGOING PROPOSAL wllLL SERVE AS A BASIS, WHEN
APPROPRIATELY DOCUMENTED, FOR THE ISSUANCE G—' A FAVQJRABLE FIRA
STATUS OPINION TO 1MASCO.

| AMD OTHER REPRESENTATIVES OF [i4ASCO ARE AVAILABLE TO EET wiTH
YOU OR YOUR OFF ICIALS AT YOUR CONVENIENCE TO DISCUSS THIS MATTER.

SINCERELY,
PAUL PARE

015|c3 'aA.]vn -
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