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PHARNIACEtITICAL INDUJSTRY
kI QI 1I- 1 OR -F\BINIG 01 \PPIXCANTS 1 [GA (I t I)I RT,\KIN(iS

Hon. C. W~illiam Doody (Deputy Leader of the Govern-
ment): Honourable senators, 1 have a delayed ans'Acr in
respense te a question asked in the Senate on December 13
ast by the Honeurable Senater Haidas7 respecting Phar-
maceutical Industry-Request for Tabling of Applicant's
Legal Undertakings.

(The ansiverfoiiows:-)
Mérieux of Fance has controlling interest in Connaught

BicSciences. The cemmitinents they have te the Govcrn-
ment cf Canadla arc aîtached:

SUMMARY OF KEY UNDERTAKINGS BY
INSTITUT MERIEUX S.A

The undcrtakings of Institut Mérieux S.A. with respect
to the proposed takeover cf Connaught BicSciences are
divided betwecn those binding Méricux for a period fo 10
xears and those binding Nicrieux indefinitelv.
1. t ndertakings binding Ah'rieux fJor 10 viears
R&D

Fifteen per cent et the consolidated sales revenues cf
the cornbined enterprise w~ill bc spent on R &D activi-
tics. These expenditure \ssiI! be exclusive cf governmrent
cen tri buticons.
Connaught's share cf the total R&D budget cf' the
combined enterprise ssiI net bc less than its existing 36
per cent share.
Connaught xsîll spend an aggrcgate cf net less than
$160 million (in 1988 Canadian dollars) on R&D in
Canada during the five calendar years following the
imrplernentation cf the invesrnient; the pace cf expendi-
turcs ssithin the 5 ýcars is subject te approval by the
U.S. Food and Drug Administration (EDA) cf
Mvérieux's pending applications for certain vaccines.
Connaught's annual spending on R&D in Canada will
be at least 65 per cent cf ils total spent on R&D in
North America.
Mvériaiix uiîderîakes to a lîccate at least an average cf
25 per cent cf total R&D spending in Canada during
the first lîve calendar years fcllowing implementation
cf the investmnent, on basic recarch and will ensure
that an aggregatcet afLt least $39 million (in 1988
Canadian dollars) will bc spent on basic research in
that period; subject te FDA approval cf the vaccines.
Mérieux will consult on an annual basis with seccted
federal gevernmnent departmients and agencies and \vith
interested provincial governments te seek their advice
and input in the developmnent cf biotechnolcgy ai Con-
naught and \Nill report annually te Investment Canada
on these consultations. As an integral part cf these
consultations, Mérieux ssill submit within six months a
mediuni-termn operating plan and longer-term strate-
gic plan for gcverninsent advice and input.

Connaughît ssiI commit te a higher level cf contracted
eut R&D projects and joint research projeets with
Canadian academie, institutional and industrial centres
than is currently centracted out by Connaught (refer
aIse te agreement dated Octeber 24, 1989 with the
UJniversitý cf Toronto).

C'apital E-vpenditures
.Mérieux will build a Biotechnelogy Centre at Con-
naught's Willowdale site over a three-phase process te
becomne foINy operational within a peried cf five te seven
years fcllosving the implementation cf the investment.
Capital expenditures te complete the centre are
estimated te bc C$30 te C$40 million and will be made
by Connaught. The centre will employ approximately
1 25 people when completed and create a total cf
apprcximately 30 te 50 new, permanent positions. Con-
naught will enter into a meaningful cooperation agree-
ment with the University cf Tcronto with respect te the
eperations cf the centre, as prcvided in Mérieux's
ag-remnent dated 24 October, 1989 with the U. cf T.
Niérieux svill assess the feasibility cf establishing in
Canada a bleod fractionatien plant based on Institut
Mvfrieux's state-of-the-art technelogy.

11. t1nderîakings binding Mérieux indefinilteit'

('anadian Cont roi/Participation anid Identitr v
A miajority cf the 10 members cf Ccnnaught's Board cf
Directors must be -resident Canadians- and five cf' the
resident Canadian directcrs will be independent cf
Mérieux: the other five, including the Chairman, with
an additicnal casting vete, will be nominated by
Mérieux. The Canadian directers will be chosen in
consultation with the governments cf Canada and
Ontario.
An\ fondamental decisiens affecting the essential
Canadian identity cf Ccnnaught would require twc-
thirds cf the votes of the Board cf Directers.
Net later than six months after the implementaticn cf
the investment, Mérieux will offer te Canadian inves-
tors those voting shares cf Cennaught BicSciences Jnc.
then owned by Institut Niérieux and its affiliates which
exceed 50 per cent cf the voting shares then outstand-
ing on a fully diluted basis at a price equal te their cest
cf such shares and that such offer for sale xxill remain
outstanding fer a peried cf at least one year.
Niérieux will offer fcr sale up te 49 per cent cf its
voting shares, in a manner reasonablv expected te
provide the eppcrtunity for their acquisition by Canadi-
an investers withcut affecting the majority ownership
cf Institut Niérieux International S.A.
Niérieux will appoint "resident Canadians" te the
board cf' directors cf Institut Mérieux te ensure
Canaidian representatien on the board cf directors cf
Institut Mérieux that is prepertienate te the amount cf
Canadian participation in the vcting equity cf Institut
N'érieux. In anticipation cf such participation Institut
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