
CCFAF i! 623086~ 
$t5t?j CATII:~ G 
TEL I MASC MFL 
MONTREAL NOVEMPIE R 5, 1961 
TELEx NO. 37 - . 

ATTENTION MR PAT SHEEHY 

OEAR PAT: 

IN AMtClPATlON or’ OUR MEETING hE%T WEEK, I AM TAKING THE LIBERTY 
OF SEhQtNG YOU A MEMORANOU?‘, ?REPARED BY PURDY CRA!JFORD. THE 
t+EMoRANDU~ BRIEFLY OUTLINES THE POSITION !JE ARE IN AND WILL BE THE 
BASIS FOR OtSCUSSlONS !JtTH YOU CONCERNING OUR PROPOSAL To FIRA. 

+ 
I NCERELY, 

..4lJL PARE 

fE t3.A.T. IM4SCO AND FIRA 

THE PURPOSE OF TH I S MEMORAhQUW IS TO BRIEFLY OUTLINE THE PRESENT 
SITUATION CONCERNING tMASC0 WITH REFERENCE TO ITS ENOEAVOURS TO 
031~1~ A FAVOURABLE FIRA STATUS BINION FROlY THE MINISTERY OF 
INDUSTRY, TRADE AbQ COM%RCE (I ‘MINISTER’ ’ ) AND TO OUTLINE, FOR 
PURPOSES OF DISCUSSION WITH B.A.T, A PROPOSAL WHICH MlGHT BE MADE 
TO THE MINISTER WH Ia COULD POSSI 6LY ENABLE IMASCO TO OBTAIN A 
FAVOURABLE F t RA STATUS OP IN1 ON. THE MEMORANDUM THEN, AMONG OTHER 
TH ~NGS, 0 I sc~ssEs VARI 0~s ADJuST:*NTS TO AW REF I NEMENTS RELATING TO 
THE PROPOSAL 

IMASCO LlMlTED (‘-hlASCXY*) BELIEVES THAT IT HAS ESTABLISHES TO THE 
SATtSFACTtON OF THE MINISTER THA’T, NO?btTHSTAr\DtNG THE FACT THAT 
B.A.T INDUSTRIES LIMITED (‘S.-A.T’J OwNS OR CONTROLS 49.8 PER CENT 
y THE VOTING SHARES OF LMASCO THE RELATIONSHIP BETWEEN 6.A.T Am 

p’4ASCO HAS SEEN AND CONTINUES TO BE ONE WHERE I MASCO PROVJDES APPRD- 
(IATE INFORrulATtoN To AND HAS CONSULTATtONS wlTH B.A.T SO THAT IMASP 

~H~-~%CEE,I~T-~-~~-A~Y~~-~~~~~~?ECH~~-~ CAN RECE t VE THE BENEF IT 
OF THE ADVICE AND EXPERIENCE OF BAT, IT BElNG RECOGNIZED 

’ HOwEVER THAT THE ULTIMATE DECISION-MKtNG AUTHORITY IN IMASCO, 
INCLUIlNG DECISIONS AS TO THE SELECTION OF DIRECTORS, 1s WITH THE 
BOARD OF DIRECTORS OF IMASCO AND ITS SENIOR MANAGEMENT 

. . 

NOTWITHSTANDING THE FOREGOING THE MINISTER HAS 1NDtCATED THAT HE 
WOULO HAVE DIFFICULTY IN FURNISHING AN OPINION TO IMASCO UNDER 
SUBSECTION 4(l) OF THE FOREIGN INVESTMENT REVtEw ACT (‘FIR ACT’) 
THAT IMASCO IS NOT A NON- ELI Gt 2LE PERSON IN THAT, BECAUSE OF THE 
AFOREMENTIONED VOTING SHARE &+JZRSHtP, BAT HAS THE POWER TO CONTROL 
IMASCO 
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I.-SC0 HAS SOME REASON TO BELIEVE THAT A PROPOSAL 
LINES MIGHT ULTIMATELY LEA0 TO IMASCO RECEtVtNG A 
STATUS OPINION FR@t THE MINISTER: 

ALONG THE FOLLC?dt NG 
FAVOURABLE F I RA 

1. 

P 

2. 

THE SENIOR SHAREHOLDER WOULD OBLIGE ITSELF (BY A VOTING TRUST 
OR OTHER LEGALLY BII\DtNG ARRANGEMENT) TO GIVE THE RIGHT TO 
THE OUTSIDE (NON-ExECUTtVE) ELIGIBLE CANADIAN DIRECTORS OF 
IMASCO TO VOTE ITS SHARES IN THEIR DISCRETION. THIS RIGHT 
!doULO EXIST WITHOUT QUALIFICATION A19 WOULD ONLY TERMINATE IF: 

A) 

6) 

THE MINISTER REFUSED TO ISSUE A RENEWAL OPINION (MINISTERIAL 
OP IN I ONS ARE ONLY VALID FOR TWO YEARS AN) HAVE TO BE ‘RENEWED 
FOR SUCCESSIVE TWO YEAR PER I ODS) IN Cl RClJhMSTANCES WHERE THERE 
HAD BEEN NO CHANGE IN THE MATERIAL FACTS RELEVANT TO HIS 
O?INION Ah0 THE SENIOR SHAREHOLDER AN3 OTHERS INVOLVED IN 
THE OBLIGATIONS OUTLINED HEREIN WERE NOT IN BREACH OF SUCH 
OBLIGATIONS, OR 

IN ALL OTHER Cl RCUMSTANCES AFTER THE ExP I RAT I ON OF TWO 
YEARS FROM NOTICE GIVEN TO THE MINISTER BY THE SENIOR SHARE 
HOLDER. IMASCO’S FIRA STATUS O?INtON WOULD TERMINATE U’ON 
RECEIPT OF SUCH NOTICE BY THE MINISTER 

TSE-F?EtATf*!P-eET w~EZjaA~-A~~~~~~~~~~tSii$-tfStSS-iiS 
THE RELAT I ONSH I P BET’:iEEN BAT Ar\lD I MASCO v/OUtBCONT I INUE TO BE 
ONE WHERE IMASCO PROVIDES APPROPRIATE INFORMATION TO AND HAS 
CONSULTATIONS WITH BAT SO Tt-!!T IMASCO CAN RECEIVE THE BENEFIT 
OF THE ADVICE AND EXPERIENCE OF BAT. IT WOULD BE AGREED, 
HOWEVER, THAT THE ULTIMATE DECISION-zM4KtNG AUTHORITY IN IXASCO, 
INCLZDING DECISIONS AS TO THE SELECTION OF DIRECTORS, WOULD BE 

WITH THE BOARD OF 0 IRECTORS OF IM4SCO 

POSSIBLE VARIATIONS TO THE PROPOSAL 
---------------------------------- 

Al THERE WOIJLD BE LITTLE UTILITY IN NOT INCLUDING ALL OF BAT’S 
I!4ASCO SHARES IN THE ARRANGEMENT. A SUFFICIENT NUMBER OF 
SHARES WOULD HAVE To BE INCLUDED TO PERMIT ME OUTSIDE DIRECTORS 
TO CLEARLY OUTVOTE BAT AND TO SAT I SFY THE MI Nt STER 
THAT IN ANY PROXY F I GHT BET!-dEEN THE OUTS1 DE 0 1 RECTORS Am BAT 
THE OUTSIDE DIRECTORS WOULD PREVAIL ‘- 

IT SHOULD BE POSSIBLE TO PROVIDE THAT THE OUTS I DE 0 I RECTORS 
‘:~OtJLD NOT, WITHOUT THE AGREEMENT OF BAT, EXERCISE ANY OF THE ’ 
VOTING RIGHTS REFERRED TO IN DARAGRAPH NUMBERED 1 ABOVE IN ANY 
MAPPJER !*IC3i WOULD REDUCE BAT’S TOTAL VOTE AND PARTICIPATING 
E ZUSTY BELOW LrO PER CENT 

CONSIOERATION COW3 BE GIVEN TO INCLlDING A PROVISION WHICH wOULD 
GIVE BAT THE RIGHT TO TERMINATE THE ARRANCEtd!NT Ii4’4EDIAT%Y IN 
LIEU Of, OR IN ADDITION TO, THE TWO YEAR NOTICE PROVISION 
REFERRED TO IN PARAGRAPH 1 (8) ABOVE. SUCH A RIGHT WOULD BE 
REGAROEO MOST NEGATIVELY BY THE MINISTER. IT MIGHT BE POSSIBLE 
TO PROVIDE THAT IF SUCH A RIGHT !vERE EvERCtSED ALL OF 1%4SCO’S 
ACJU I SI Tt ONS WITH IN THE TwO PREVI OUS YEARS WOULD BECOME 
PEVIEWABLE BIJT XJERY IF THIS WOULD SATISFY THE MINISTER 

REFINE~NTS TO THE SOLUTION 
---------^----------------- 
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IN THIS COMIECTION:’ 
s 

A) IT ;dklLD PROBABLY BE hECESSARY TO PROVIDE THAT THERE WOULD SE 
AT ALL T I ,rES NOT LESS THAN SAY FOUR OUTSIDE D I RECTORS OR ONE- 
THIRD OF THE 90ARD 

9) THE OUTSIDE D I RECTORS, AFTER CONSULTING VI TH 9AT AND THE OTHER 
DIRECTORS OF 1 IYASCO, WOULD, IN THE EVENT OF A 01 SAGREEMENT, 
ACT BY MAJORITY VOTE. IN THE EVENT OF A TIE VOTE THE OUTSIDE 
DIRECTOR ‘qtTH THE MOST SERVICE AS A DIRECTOR OF tMASC0 !vOULD 
HAVE A SECohD OR CASTING VOTE 

a IT MIGHT 9E ADYISARLE’TO PROVIDE FOR A MORE SPECIFIC PROCEDURE 
AS TO THE MANNER IN !s’H I Cl hE!q OUTSIDE D I RECTORS ARE SELECTED. 

THE PROCEDU?E OUTLINED IN 9) WOULD A?PLY FOR DIRECTORS WHO ARE 
ELECTED AT SHAREHOLDERS MEETINGS. PERHAPS THE SAME PROCEDURE 
SHOULD BE FOLLOWED FOR D I RECTORS WHO ARE APPOINTED BETwEEN 
MEETINGS 0; SHAREdOLDERS , 

POSS I 3LE FUH-iiiER CO:44 I TMENTS 
-------------------_------- 

P - THE BOARD OF DIRECTORS OF IMASCO WOULD BE MADE Lp OF NOT 
LESS THAN 80 PER CENT ELI GI BLE PERSONS UNOER THE FIR ACT. 
THE CHIEF EXECUTIVE OFFICER OF IMASCO trOULD BE AN ELIGIBLE 
PERSCN U4DER THE FIR ACT 

- BAT !JOULD NOT HAVE ANY NOM1 NEES ON THE BOARD OF Dt RECTORS OF 
tM4sco. (IT MIGHT BE POSSl9LE TO PROVIDE FOR A BAT NOMINEE 
IF THIS !dAS CONSICERED‘ NECESSARY FOR EQUITY ACCOUNTI% 
PURPOSES OR OTHEFpzrtSE) 

- IMASCO’S HEAD OFFICE (AND EXECUTIVE OFFICE, IF DIFFERENT) 
WOULD AT ALL TIMES BE LOCATED IN CANADA 

- NOT LESS THAN THREE- ?UARTERS OF ALL MEETINGS OF THE BOARD 
OF DIRECTORS AND OF THE ExECUT IVE COMMITTEE ff THE 9D4kD OF 

ti44SCO WOULD BE HELD IN CANADA 

- THE SENt OR SHAREHOLDER WOULD NOT I NCREASE 1 TS VOTE IN I MASCO 
AND EVERY REASONABLE EFFORT WOULD BE MADE BY IMASCO 
(IN LtNE WITH EARLIER UtQERTAKthY;S TO FIRA) TO REDUCE M 
SENIOR SHAREHOLDER’S VOTE TO 4.0 PER CENT BY THE EN3 Oi 1983 

IF BAT SHOULD 9E AGREEABLE TO A PROPOSAL ALCJUG THE LINES DtSCU5 
SED ABOVE, IT IS PROPOSED TO ADVISE THE MINISTER OF THE PROPOSAL 
Ata OF THE SENIOR SHAREHOLDER’S AGREEMENT IN PRINCIPLE THEREWITH. 
THE MINISTER wOULt2 THEN BE ASKED FOR HIS APPROVAL th: PRINCIPLE 
TO THE 1 SSUAN(x OF A FAVDURABLE F I RA Of’ INI ON BASED THEREON. 

IF SUM APPROVAL IS FORTHCOWING IT IS PROPOSED THAT THEE WOULD 
BE DlXUSSlONS WITH FtRA OFFICIALS OR OTHER PERSONS DESIGNATED 

9Y THE MtNt SfER AS TO HO’,+/ SUCH A PRD?OSAL MIGHT BE LEGALLY 
I IM’LEMENTED. AFTER THIS, APPROPRIATE DOCUMENTATION COULD BE 
DRAFTED, SETTLED WITH BAT, AND SUB?41 TTED FOR F lNAL APPROVAL TO 
THE MINISTER AND FlRA OFFICIALS . 
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