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Because of the increase in Joint ventures, and the very real benc?:.
they afford, much sophistication has been brought to ‘he nepntintion and

execution of joint ventures, especially by tha Iirper multinational

corporationa which have considerable exprrience in this fi:ld. llecomic ag
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sie diveritly, and because large sultirational
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objectives. firstly,
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ol 1o the achievement of only ‘wo very modest

the attwapt 12 mode to fremert a number of the

major igsues confronting

the noat country pPATIners in the nemtiation

and execution of joint ventur

ownership, capital struictura

policies, industrial property, technical assistance and know-how,

t Agreements,

Sowe of the topics considersd wrg

v direction, manapement, margeting, financial

digpute

settlement and parineruhip compatitilyty arrangeoents,

Having selected ceriain topics for dimﬁuaazon, the second

objective
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to utilize more or less flantard a,reesents, and 1 oegy 4 recmanty ol -
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themeelves are alvo connidered,

gqm !qﬂ ture Awwwag

As montioned, there is no atandard or protatype joint ven‘ure
agreement, and the ripghts o the partners are of ton govorsed By a serizo
of interrelated agreements. Common 1o these is the joint venture ReTeeven
iteelf, in which the rights of the partners in rospect of the estab)ishrent
of the joint company and its operation are govoerned, Then, all of the
other provisions may be included either in the one aspreement itaalf, ¢ e
provided for in separate le/al agreernnts. ‘Yhere the matiers to ve provided

for are compler and its Provisions are severable from the other mus~tinrg
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of the whole,

It is hoped, theretore, that thyy Study mi Fht facilitate the oonzlumn, o
of successful joint ven:..e arrangenents Wthroush 11s sucspestion ol soue
alternative term o may enable Fartners Lo more adecuately provide fae
their requiremonts, It 1w wlso BO7u that the inelasion on the hpprrlie of
the summari 5 of ten cage sticiies of mwrmt&mi mAnulac Wring joint veni.res

in developing countries might contritute to disseminating katwliod e of the
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Be sase of th more Lomicwd ype of whoelly contractus)
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the wouity ring anture. Wt 1t car be wawn thut many
Provisions rel ting to ire ULty Joint venture, ew~lgiin. -
Ownarehip Congideratieny, Bppiy, a% well Lo eontrac tus

Joint ventures,

Beaus JoLnt_Vantures are by far the most common Lorm of
Joint vernture invelving foreign invesiment in developing
crwmitriag, ™ey involve prriicipation by two or more

pirtrers in the #oudty capital of an ewi sting company,
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IRCOrpOri®ion or gne o g Tompany.,

The Joant CIEHEITY may e arcornorated {a oas et ey the

rost devalangr, oo Antry .y or an Some othap Jarimdict _on aad
conduct 1t® busincag 1n 4~ deavelopin~ coriry thronoh s
brarch of puc, coe. e

Ina limitod mumine of ciawey the Joint Coupony

&M/nr Fartners moy oahtatn amall tax and ather sdoartarms
from ines regrating sutgioe the host dovalopinge conntry,
Pt cuch 1nat cen are 0 Tow that tis: Lre pet crna,de oaqg
further 1n thiw study, On the nther hant, wany
developing countr,rg Bave industrinl inventment {noen‘ive
lawa offe1ne advan' rpe to locally incorrorated aomminiee,
and in mont inetancen, incorroration in the country where
‘e principal oparatican ara (e be conducted offers MLy
adminiswrative convenlencen, Aocordinply, it 1s asmured
throughout this study that the Joint Company will s

incorporated in the hout developing country where tho

principal operations are to te conducted,
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(a) Zesponmibility,

Becauoe the lecal partner will umually oo in the
best position to have the Join* Company argari ted
expoeditiously, thia otligmtion :u often loit to
1t. Where the loca) oartner i- the Laovarsmert or
& Covarrmen ‘sl Afency, whe foreim pa-tner will
of ten take responaibility for orpanizing tre
Joint Company. 1n a nurier of Joint ventn 3.,
both partners acsume responsibility for having

the Jeint Company incorpora ted,

™e costs of ircorporation are fonerally ohnod
by the partners RIS rats o their equity
participation 1n thoe corpany, bt othar feme st
are alee applied, suzh ay an equal shar.ng of tha
costa or else the partner rosponsiiie for havine
the compary incorporated may sasuse the coats
iteslf,
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Brewery ilonr Kon,s Lim; ted),

The name ;g tenerally 1nciuded in the appiicat.on :or

imwmmhm. amnl previeion @il b mule far A% alte o
name 1n the event that the firat cholce ig ROl necentab .

to the incorporating autior; ¥,
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documents 0. the oint Comrany,

nat provisions are 8 be coniiined 1n the RGO era e
cocumants will depund firatly, on the laws ~¢ the Jurtedegtion
of incorporition and secondly on the av.en | opyah vhe

partiers wish to povern their relations™>1p hy wuch inclunion,

Three ways in which the rights of ire pirties later s o

*
Yis 3 vay the Joint Compiry may b pritocted are as folloan

1. The ri hta of thne partnors as mhareholders mi, i o
protected by company laws in the Jurisdiciion of
incorporation whioh reculre & apecial wy jort ity for
certain actions, tiereby “esesmitating the consant of

both, or all pirtnerg te the proposed action,

2. The ri/atg of the pirtnerg mrht be protected by settin -
them out in the incorporating documents of the Joint
Company where either the applicatle company law requires
8 special majority to alter the provisions or the
incorporatine documents themsclves or stipulates that
amendments thereto may be made by a apegial ma jority

only. Under either of these alternttives, the spacial

w2 jority must oe sufriciently high so as to require the
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consont of Lsik or al} pivinerg,

The riphte of the partnern an chaaigliers n10t Le
protected by a sharenoldaorn! ATeenent or veting trust
whencver the applicable law pErmile specilin onforcement

of such agresmenta,

Laaw 3urim:mt%£}n«, Specilic galorcmont of treir terwma

i3 not available as a remety, ant damages w17 not be ar
aMeruate remedy, One proYies with #huraho dapry?
Agrecmants and voting truste 18 "hat 1n a nuster of civ:}
law Jiriadictions, the remedy of specific perfoemanae e

not availadbie and damages alons may te inadequnte,

A further problem jo that the laws of BADY Mryviisty e s
regard directors as fiduciarias of the company and not
of the Appointing shareholder's specific interest,
Accordingly, Agreem:nia which fetter the direstore!
discretion are void, Zven if shareholders right enter
into binding agreements to appoint certain directorns,
such directiors may not be compelled to n~+ acronding %o
the wishes of the shareholders, and their removal and
replacement by more tractable directors may o tinme-

oonsuming and difficult,

Where sharenolders' Agreements and voting trusts are

®pecifically enforeceable, there will be less need for

the inaor;mmtim document .
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rharencljers, tero~ingly, the gxistence of such
Provicions pn o the swant eenture AfTeenent iloels wiag

artord aterviate pect, oo,

roaer. o reholie e s prackent. Bl woliug trugte sy
not Lpeiifleaiay, en, o cebln, or where the Proviviens
relate to the exerc, . ¢ P Wl BY dires tore yrons
Llubdciary powers cannot be felimred hy afErsenent, taen
'Loam necesgary to ynaoe, i3 cuny of the troteoting

Provis.ont as vocsidle 1 tne IRCOrPOrating docum - Ly,

1f the law af the Juristiction of incorroration prOeic
specifically ior such protection (iuen ww prevaptiow

rights or cumuiative voting for dire~tory), tlen 1. 1o
not mandatory tg ins -t . Chovraviciens in tas §e o
documen*r, - 42a 3+ Proacet ved bw aveacation of o,
Bor tho pevy oap clarity ant ferLT Nty Avwes gy e

8111 be dagirable 4o include them,

The usual approach in Join® winture asreeme: ta whe s
special provisions apre tn Yo 1ncluded - the i apy b
documents is to draft much docunents an’ . qgyx thom 1o
the joint ven‘*ure agreeront an a schedule, Sugh
documents are then sulmitied to the appropriste authe: . -

iseuing the certifisate of incorpora‘ion or final

authori zation or approval,
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If any of the HTOviBIoNng contained in tha pauq
Sehodule should no* be apnroved uy tha
Appropriate wutheriiy for incliuzion in the -
documcrn'e of the Joint Company, them Lo pomvjes - AL
to mike wich mranisents Yhetuts as wb ol be aee -

Lo the maid anpropriate authority witsg s ., teey v
their nurpose or intention, or fasling auet,

Lo take all eich othap fsteps and do wich othep ¢ . v,
including ths execution ol any other nsrecrerts ny ooy
be necensary, to achiove the interest and sur-ena of
such of the provisions as may not have bee: found

acceptable by the gaid ajproprinte authority,
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RTavty nint ventures can take eaye ool Coee s whaieh e
of ten diffeorentiated From eac’s of ey wenrling oo L.e
OWZETED DIOVITIONA,  Tive 0F the 1o L.l tpe o ave
115ted below, 6f whizh * e la'ter tun gre lpae . oo
thas the firat trrea,

Te Winority faresmn cone rahp

Jo Majerity o fersien owhe Tnr1e

3. 50/5%0 0int ventures,

Ae 49/49 wit® cortrolling shares vainc Fold by aa

independent thard party,
5. 1007 owuncrship in one pactrer with an apLion in

other partner to acquire su-e or all of thoce

ghnron,

The number and kind of shares subscribed for by each partnar
miy depend on the depree to which gach pariner wisheg

a) to participate in the profite ani provth of the ctrmnar sy
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ownerahip,

DBecaiu~e of the different tyoes of ahores vhich =av vo
authorised, 1t miy be d17firult to clnasify & 010t e ire
acconding to the percen‘am of shires owned by sach riaes,
Por example, a 51 per cent ownerenip of all sha~ve er*: *las
to one vote each undar all circumstances mAYy represent onle
& mmall percentage of the total authoriged capital o® th
Joint Company if non-voting preference mhares are inavued

as well,

Accordingly, where more than one type or class 97 ranren 1e
suthoriged and issued, a refurence to the pernentipe ownar-
ship by each partner is moaningful only 1f the ri “te
attached to cach different \ype or class of share arg
specified, but where thore ia only one typs or elass of

share, the percentage ownership will represent tha serc
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WOARE,  Namw | gy

(a)  the uae of difloreny typee or ol.oomer of T
‘*} & WG g ¢ contract;
(¢) veto powers contiinma 1n whe TP ihy $0¢ arns

or the uint veeiore RPVBET o g

4
¥

{e) Lhrough the Supply of #s-entia) 1ncus'ria. nrap.e ey

T

technolopy, materinls, services, ote,

In other woras, the percantage ownmersiip aceuyred Ly

sach puriner wijj de, o | on a pFreat sany (a0 tors, sad

the parties should realize thai thers exyet WRAY ULl res,t
legml, financial end economic smans of achievias mar ¥

of the objectives that are aormally associated w,in

percentage ownership alone,
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The laws of the reat . pgpy- "mew T T
of lecal ow-sraryp by ~itiee,

Ty reeaders g o e

Bt the pact gy WAt e wble e aprec an o ot g o

It hae Aot ween up AW A A dBve ) 0 men e
wenturgr Foe ek, forespm parosnee 1, LR T
Sariemum nurber af ehares oeveagtie g by arwt cnyrvry
Loogs A0 jait wg BLill aciyewn the dae; epme RS T
participatyon by saviae a CHrLALL nanber 57 gergeop
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hont countr,,

Besirictions on the dwures of “ore w TRl Ay o,
Gerporations doveloping cour i rieg poneraliy tok v,
namely, an owtri st pProkibition amminst more wian % o
poreentage of foreim Gumership; or the makine a0 1y,
of industrinl inerntive lepinlntion, including tax o,
ete., %o only th-ne torporations whioh have 5 ~g-+ .«
peroentase or less (usually 4. of Fores rm owne -ns yp,
Whare seeh nominee sharshe lders holding swing shares ;-
trust for the foreiym partner comtrevens w leilwer or g
Whe host country lew, there have heon instances whers tha
existence of such trusta hive been kept secret from
fmvernmental suthorities., Thie anpromch 10 conduct . pp
sinens in developing countries cannot be condorat ayn
the asie of Answering business exiyencies, Lr-iyen b

pariners wust be o PArty tn tre deceit, and Liore ore
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A.  TYRg g SIS CAPTITRL

The partnars mo ¢ decide What Lype of Cooica alnres o
the Joint Company are to be 1. Worised, sna what Figtolg

each type of share stall conler Upon tpe sperpaglier,

POSSI ML TYP:S
CF SHAMES Yo Coumon or Ordinary Svares; ach commor, 5= arjiinary

share umsually carries sne vote armd antitien the
holdar to particip-te LLO rata in ‘he aanets of vwhe
company upon a winding up or diwsoluiion.  TJueh - e
do not bear misranteed dividends, Wt the directors
%ave power to declare trat & dividend ticreon m.y ue

paid out of the profits of the coORpAnY.

dhares: In many jurimiictions, it s
possible to create shares which oarry speciai riehic

or preforen es muck as the following:

a) Dividends: FPreference shares may give a
preferred right to dividends of a fired
aount before dividends are paid on the

common shares. The risht to dividerde ney
o cumuiative or non-cumul:tive., If non-
cumilative, and dividenda are not declared
in one year, they do not sccumulate and
become payable the following year.
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b) Pocticipation n oardets: On dirsolution o=

winding up, prafereqce shares wil) urunlly
rarbacipate oe o their face value in the

agsein of tha ¢ oowpany in preference 1o the

COMEnC 3P ™o,

c) Voting: DUre. vrance shares may te veting or non-
voting, 1t 1w comron 1o nrovide that whw thoir
speciited Jivitend 1e nnt prid for thres
consecutive yrars for cianple, the nop-votins

praference shares bocome entitled %o one vate

eanh,

d) Redemption: If the Joint Compuny wishes 0 terminal.
any of the srelsroerces on the ocommon shares, or
o terminate 1te livbiiity with respect ther«tio,

they may Lo made redeomable At the oplion of the

Joint Companye

3. Convertible ihares: In some jurisdictions (some civil

law “orimtic cne for inrtince), 1t 3u not possible

to have non-voting sharec, nor to obtaim spocific

enforcement of & shareholders® arreoment %o appoint

certain persons us directors. la such a cnse, differsn’

clasces of sheres may be created with esch clags having
g the right to appoin. u spucified nuwber of directors,

In this way, each partnar can be assured of 1ts own

represeniation on the board,

The Joint Company shall have an authoriged capiial of

(smunt) consioting ofs




- .

(numter) common (or ordiniry) ahares with por vilus

of (amount) each (or witnout rorinal, or par valio);

(numter) {interest rate} acn-voting {or voting)
cumulative (or non-—cummlatjve Jy redeemalle {or rone
redeemabie) profe cnce shares with  par value of

(amount; cach;

(number) (interest rate) non-voline (op veting ),
cumuliative (or nonscumulative), converiible preroren-e
shares with a par value of (amount) each, whicn sasd
shares shall be convertitle N common ahares on Loe
basiy of one preference share for one common sr.are
Any time after the last buminess dsy of the ~alendar

yoar 19

(a) (rumter) Class A shares of a nominal value of

(amount) each; and

(®) (number) Class B 1-ares of & nominal valve of

(amount) eac! .

The said Class A shares shall be entitled to
appoint (number) directors of the Joint Compuny,
sad the said Class B shares shall be entitled to

appoint (number) directors of the Joint Company.




PASSTILE PORMS
07 DAVVENT:

comears,

Fesen Tine gman gl peeec e ey 4, of 1o~ By ehaYew myv

T ine pe Dillverngyd ar
A8 partiall. sod vl e uv nte pemar e - on el
Hhere rat fullymnnad, 10 10 naual thay o directors ol

make calls from time 15 1o e furtmer » 444l 18 * b

quirred by the joine COMDANY .,

Faiment: (e “hareu ~iy bo wde an tha forr ofy
e Cagh
de Macaintry oant guipement
¢ Land
de Indomorint Troper vy, cneluding
a) Pate:ts
bY  Trade Parks
e} Trade limes
5. Tecknieal tata
6. Techrical A sistance ang Know--how

To Other Jervices

1e CASH: Most joint ventire companies will, depending
upon the avmilability and term» of debt financing,
attempt to establiash a nigh dett to aguivy ratio.
The amount of cash paid in by the partners will depend
10 a large axtent on what wditions) capital iv re-
quired to maet initial construetion and operating

costs, upon requiraments of eresditors that a cortain




usjm

prreentass st Gaed be st an, gl yae)
rompan s Ivwas woioh g, ALY (A Ly my ey
BULBCriplion ., oo ally, noveve:, ‘he ., t-ug,
Il atte g b e g tuw w6 pogaible oy,
ek ol s g Sulereyostene ta e sy, -

of the yo.n; CUMIN Y,

7. &m‘iﬂ:ﬁmyi:{_“‘”M:Lg;m;:fi?;& The portn e Afien e
forey s partner, wiil Lant s COALELGte e gy
ard ewuiprent to tne Foint Coraany, s oy, w?
such machineary and BOUITE At will be reiaprted g

contrimticne to capital by the ‘upriyine Tt p

ar partnors,

™e Joint Company w11l vant .o enmire that ull waicrer
and equiipment mupnlie 1 1ty "melher as w comtribat.on o
oapi tal or othervise, or whether by a pariner or an

independent party, adecustely meot g PG L rEme e,

Some considerat.cam with repard 1o the adeeuacy ey e

that the machinory and equipwent

1+ be capable of producin; the specified nroducts

2. be of the lateat design

3o provide maintenance-rree service

4. be compatible with exinting machinery

5« be cowatible with machinery whi-n it be added at
a later date



m%w

meet Ane Ny rest mraecif ieatitnn st cuslity produetien
be reasonatly st e d in the rircumat moeg
Rave read. 5 avlat s rerince-ant pa e ol

Berviee § ooy sy

POBSTRLY APV ey, Srime oF ame £ e e teee om0 e innted L

—

PovLec L e Tt Compaey 4o gp b 21, adtulni tion of
AT U W MUt et e o te i or sosui table

1o the opscus tances,

Cblauim o e ten A wkrr Rt . opam Lhe wipslier
of the marhinery e 4 CTalrmer L Ut 1t will meet
anec i fied suclytative amd oeogar b vitive pradvetion
standaraa, vy defallt oF wogely s gaprliae svall e

able an tumy, Lo ire Joynr Lorpary,

Heciire cort: Mieetion “rom indepesient con ultants
as o the Mitarmg of 14 WALRInery amt souipment for

the dob rer ypad,

Kecuire v purchase of all mughinary throurh pablie

tenders upon specifieations prepired by independent

congultants, including wirrantees and guarantees and /o~

a certification of fitness as above, Thir approach may
be heipful whare the foreipn pariner wishes to sapply
machinery, as 1t provides an outaide standard for

udming 1ts adegiacy,




4.

b )

m}sw

Tt may aleo nely "o obiain 1 inoendent BV

from the marufacturors of . B, L pmant and

machinery, mm:hmf Yhat 1% 3

(a) not otiolete;

{'ﬁ} hat 1t will roc e oboc lete Wilhin ‘he foreens ria
future, b vy~ 4 ma jor tech. oloyica. brca, Leroe s

(c;} What 1% 4o compstible wy o #RLaling crohiner. 4
with machinery which the marufac tarer will e
produciag in tne fature, 8o tha. the iBtronac N
of new machirery ard sriipmonl will not necesa g te
& scrapping of the old; and

(d) that replacement porte ire resdily availabje,

Obtain the assistance of ectaicai exports by FR L
application to international organ zatinng such Al I
for ascistance in assesaing the Lender bidg or in
evaiuating the type and cuaiity of Bachinery to be

upplied.

Poret on Boeroly v or takes to wirrant and gunrantee

to the Joint Cuvagany that the machinery and equipment is
capable of producing the products in the quant:tina and
sccording to the requ:red specifications, which said
machinery and equipment, quantities and specificutions
Are set forth in Schedule annexed hereto; ia of the
latest design and incorporates all workable improvements;

shall provide maintenance-free service except for
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3.

4.

(a)

»ﬂm

LAAD: If one of the partrorg 3o wapelyn e L1,
may be regnrded as a ron'ciliation o tee Lar ol

of the Joint Compas; to o extent 5 ) is ¥l

DHCD JLY:  for purpoces of tns vl i, a
I8 anmumed tha'i indueiriad propnrly conm, oty of
propertly such s patents, Lrace marks .0 trude ~omug
which are often protected aminst inau LROrired wee Ly
laws requiring \heir regintrat; Oy and proper. suol
&8s Secrel processes, technical iniv v.tion ang ah e,
and cnow-nuw, which nay or may not e prote. ted am et
unau thorized use by laws in resnect of fuy. buag - T

practiices,

The asvipgnment, licensing any #ublicenting of wuch
industrial property might in cartain cases be Lrea e
a8 contributiona to capital of the Joint Coapany, n
retarn for whicr fullyepaid ghires might e sague. 1o
the contrituting partaer to the extent of the walus
thereof,

Aseignpente; In ~ost instances, e Joint Compeas ), will

dorive the greatest advantages from receiving a trancer
or assipwent of the indistrial property righte sosssoaad
by the partners, because it will thes have the 1pht

Yo exploit that property everywnere in the world that

the law will permit through actusml user or licencing,

Is addition, i1f the Joint Company Lecomes the oner rither
thas a licenses of the industrial property, it will be
freed from other sonstraints upon its use whic! are

sormally contained in license sgreamenia,
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pariner, Licnnre jugalles why B LAl G0 o e e
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LBl caBLusite wOrW Lo aree prested  1g e Jouwt Jow
noretern for s Lampe s roayally, st a liosace may o
ROm® Lim) ted wostar en e goreidered an BHBD Ty T
e lump-eum, rother whan beinr ki to Lre comgr Potime

pariner, may b ireate: ag a gontri tion o capyual,

Roynlties payable omn & eontinuines basia %o the licensor
partner, instesd of being astually omid, may «iss be
utilized to offset wuch partinar's Pdabilisy Po ouila
on shares, and in this we;, will Le rerarded 4 pert of

his oontribution % capiuml,
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partner's carital comte, tution o Loty o,

Tochnioal 'sia pereraily i ludes 0 the p o ow s
somerning e oap e tions of 1. BEREE S NN
can b transferred by L 2 T T :
inolude such | tems w% Tormulen; crvan ., sy e toey

patentable or not; secret PrrCeBn®r s s T ingcon)

information relating 4~ the DTOmie L1060, UsR om. sa

of products; sanuf .~ CIRF, enpineering and Lamt o,

wpecilfications; apnlication IPELrLCVLanE) ey seat e
rarainge raw materiale, Yroir geyrope g dEeg, w
oo thods for annLysing amd controlling their vgiyty:
swmpie oopies of labels, publicity and rdver () eng

mieriaicy; eV,

Such technicel data wil} wsuolly le conardared wne
property, and its con'rilbition or Bupply o the Joi.t
Company by one partner can Frnerally be comnavtares oo
8 eontribution o capital,
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me fosey v,

Wi sBslbLLLCY 0f Lre sbang Whewm aa o URLY Y et uhs tO

capital woll Ow;vni r LRELLE: CWTVRCew Chae €A 30 Lu

o trstutions o capital w der the ol e oun Fy wimd,

here Mg incorporiing jurislietyun

Cshrr 5 ry, e

permits contributions

W oeapa el 1 ‘ne fors of
Bervices renserca by the par .sars of the Joint - OMTHAE Y
BucCh a® 1n organiging the CoOTpRBY, #to., shares ey

be 1ssued to the contr Butling poriners in sonsiderstion

tor the services resdered,
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tRcoOrporation of the Jg. .t womLan, (N1, witn,m oqa-

aftor wne IRCITPOrAtIon of thne oyt Com any ',
Poreten (Loca., u.a.. ~onign and Lracifar 4o (e
Joint Ccnmpoin y ¢

Te Cagh (amourt) .q Cwsn

4. Bachiners mﬁﬂfwﬁﬁ‘%ﬁ&%ﬁ 8l ol e Ly e, el
Squlpment wet forip B mehetu e wihis ww? D rw Lo
whick mayd Qachinery saal. tecome he €018 srop- t -
of the Joint Comgany, r.ee 1w clear “f @'l liena,
haryes ana . laims of Ay kind shatscever,

Jo loatwdi  the abmcly i, title, rree and cloar of 1) baoe,

Charges aw clyimy of any kine wnatsoover, te the .

PrOuaT oy and al) ildings and other FAFUG wiar & U s pgagn

b &

L

including al) I1a.arem, wouipment and wRCEIRRrY loe

We.v.n, 5 tuate ot (muaicipal Muirons), wnich gy
properiy, uildings, structures,
fixiures, Squlpment and MAchifel) Are mure spec)”ica

described in the Schedule annexe. 8T b

% 2

(1) Patenta; “orei mte ertire right, tie .nd

regl

L3R

L 4

Anterest 15 and o all .ne.pired painnta pad

Patent apyiiu.tions theretofore issued or

“luigneu o or ilad Ly *oreign anywhere .n




(11)

the world to the Lic.nsw. Products or

W the piowuc o, Baruleg LIre or o

deoceof (4 Liat of sk patents and P L 8
spplications heretofore susa.d or astigned 1o
OF fiau By YOoreism "rLag wel Gds 3N e
attuchad Johoduse ), wigerther with all riohte
whivh worwtsm *Ben hoe © o nly Mar patents »
the world on - ventro climp bm the [ige e
Produs it sy 1a thaye aroe ey e Cge u, e
or ure, st gacludyinas w1l of Bores wmbteg g e
vith reapes b to patents whigh say theres tay
lamus vt orm in Wie world or acy sueh et st
appitcations o' 0y regnect Lo divimionn,
patents of -'aitien, cor'inuations, “speasm
re-isgues and sxtentiuny of all saoh patents,
patont applications anc amte-ts which "Ry 1

on much paten' applicationa.

Trade Morks ant Trade Namar: Poreign's en'ire

right, title and im‘erest 1a and to all world
rights which 1t then has %0 all of the followir
trade mar«e and trade namos, neme.y: (%o =) of
the trade markes and trade names set out ip Lhe

attached Scheduls Y

(v) Licences: ®oreim shall enter 1ato a Licence

Arreement with the Joint Company in the fore on

set out in Bchedule horeto annexed, undep

which said Licence Agreement te Joint Company




shall becorn the svely ) ge lteonams “gp the
world for ai! unevy,red Dotents rmi oagteey
applications of #vovy,. rop Lo ool beg ~o
or W the proluction, rapufact.re UT wIe tierant,
tlopetherr wytn L1, Pichia which Porey o vhan 5 an
apply for ratents ;n the world om frvertiong
relating o b Li-eneed Projucts o= L5 theyrp
production, mamufuc - . re o S8, amd yve owlt i oy
of Poreipn's 1y he ow,v Penotet e mal oAty kg -k
WAy therealter (aie v ny ore in Lthe unrld go oy
WMCR patont aoniientiany ant with reapecty s
divasionu, ;itantg of i ition, coamtingay e,

renewnls, re- asung and extonosone of wli <ok

]
patents, paient arslicqtrons wrl patonts .o,

i=sue on such patent moplications,
(Bocause of the iaporiacce and scone of 1) e
Agreemesn‘’s, thoy apa POTe exloviiveiy dAeal:

MM?WP);

Tretmmte entire Fight, *i1tlo and
iaterest in and 10 1)} werld Firlte wriah 3¢ the
has under patents ownes by otkers Miating o .he
Licensed Producte or to their profustion, mamu’ - - .-
or uew, & ligt or Poreign's present rights urler

sich patents teing set ont in the attac ied Scied s,
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5« Tochninal Drta:  Toreim's ontire right, title

and intorest 1n avt 10 the use 1n the world ef ail
Technical Data whi=h “re m 1 then entitlod to ure
anywhere in tha world; and theres’te; CUring the tepe 5/
this Agreement, “orevm ahall assi/m and transfer
promptly to the Joint Comnany ary and all world richts
¥ith regpest to Tackhnica)l "eta relating 42 the Liserscd
Prodicts and all other protucts beirg muwilac tured

by the Joint Company, <nich "ors)sm mhail secuire
during such term incidental op relating to wu-ch

produc i,

Porei/n shall taxe ail mu~" actiion and ohall exseuse a4t}
such documemts as the Joint CTompary may deem Ll DL ETEY S8
or derirable to effact, porfect or ronfimm, recomt pp
otherwise, the tranasfers anvi assimments to e Joint
Company referred o atove, imcluding, without Limito i, nn,
the full and corplete dinclomure to the Joint Company of
Porerm's Technical Dasa, nml liezty of Poraien'y aiztri.
Wtors and customers for all of the Licensed Products n-.
other produsts produced or sold by Poreign which may be
similar 1o the products manu“actured or sold from time

to time by the Joint Company,

In the above Sections, the term "Technical Dmta® shall
mean formilae, irventions, whetlher or nmot po ten table,

secret processes and tecnni:al inirmation reistisng to

the producte and to the preduc tion, manufacturing,




BLHIINOBYIiAE and tent datn, Foec. “teat)on 1y
appliication Pnnirue tione, inlrem i ap PEFRIT LY Leey,

Faw materiale and mett iy for controlling am! anatve, -,

quslity, and fenle rosyen nf wWyariiaime gnd p-blvoaty

mrlarial | exsent Loat inTormation re.cived 3o conlyear
from others or infaraation forbidder ++ te 180 ) oned

by virtus of Ay law ar sogncamopnis ) Feanalnty o
resirictineg the dinaeminition of mueh IrTrr ety on

shall not be inclyded,
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CHAPTER Tu'y
DIRCCTION MU v L0

1, ARy ey T R

In most jurizdictions, tre %oard of Nirectors of a Company
is responaidle for ita wan gonent and control, which
includes the eatnblishment of avers}l corporate policies,
‘mong other thinpr, ‘re ward appoints the afficers who
implement the pnlicien of the "oard snd administer the
company's af 2107 “rom day 5 day, Nepeading on the ] aws
of the incorpersting iuriediction, corporate bodies as well
as indivitiale ray hnld o aeat on the Moard; if a
corporation g ~ “ember of the Board, {t will designste

some individual or reorescntitive to oecupy that position,

The Roard will usually aect through resolut:ons hy mazority
vote, ani will ba covposed of directore anpointed by cmek
partirer in proportion tn its ownership of the Joint

company. Tese napects of the loint ecmpany may be altersd,
however, in tailering the board to meet the pariieular needs

of the nartnerm, w1 the following are some of the issues

the partners may wish to consider.




A, Fiupem v ny o cenoe

PO, T e partnere mest decide on hew MBRY CLreed e Ak Jaie s

Company will haye,

roveyrs There s no optinm myze of Board for all circurata rew,

Fame Fret re cnfr 1Y P enea Bhow pe

1o the laws of *he incornorating furisdictior reen, v oop
& 2inimum pumber;

2. the number of sartnars derrrving representation rn
the Board;

J. the peroentapgs contrel of each partnar;

4. the ability of anch partner ‘o provile guitable
directors;

5. the desirablity of having many differemt pointe of
view and exportime or the By

6. the requiravents for a special malority o oo
decinions;
and

7. the requirr-ente ~r bisinern efficiens: ,




B, PARTYIROT 1RO TESNOATING MY TR s

Peay T It muet e der i dad how soans repcedent ctives each of Lha

partaers 1s te vave on fhe Soaed of Tireatare,

A It sm commom 3r eyt penturen far the ~wpresseptation of

P

enry partwer orn the “weasd to reflent the ownerthip o7 the

partrera, gt st o alternativens aloo exist,

I alalal R 4 Bena de  having contiral *hro.ph direetorships In dipent

Pom——

AL TRy promoroan to owrarstir a4 o nRority owner might want of

rapredentatisg on the Taarl et.al to, or greater thun, the

representaticn af the —aior ty owner,

One area in whioro sither of thess approwthes misht b usefy]
is where, for wnnt rce, local loaw gprobibits majority

foreign owership, uwi ‘he Pereign partner insists on

majority resresentition on the Ypard., Aacther is where the)
pariners deside that 1t 15 most convenient and practicable |
for the local parirer to srxsrcise sontrol of the iaint

oompany ihrough a greater represontation on the Board thar

hio shareraldinga aight atherwiss entitle hinm,
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L] tM

ablo |

than

Co MTRT Ao mpgmeeye

*

Finern top dipgrteany ges elerted by the abappbe? i TRV

PArtrer will wic) tn appeim® §05 Aup FOprasent m L ves to

the Mapped

To facilitats *we ravering of “eatlings, the pertspre 4,10
Usually wigh to have locsl regidente w8 thaspy renpraentngs g s
on the Tamed . 1 the Moasd im0 Eave or-rend dage
intividiale va well, 1t migpht he ronvenient Lo orpeind cw
Taesutive Tror (ttee comcoond of regidoren. ™~ Tpra g
partrar 111 umsally Fird 14 care camy nient Lo ckange ke
renrenratintives to the uopd fpa- rmment thaes sl hyg

amployoen vhn sre wark ng ‘Br the Tagmt “sesany

B, WIROTINY OF Ars weeppe

Mirectore are ror wlly elected by megeeitly vote of the
sharcholdere. In the abgence of momalative veting
requirements ‘4 cithar the irsorporating documentis or loral

company laws, the majority sharsholder would Be abls to
eleat all of the directors,

.,

~ % ia necessary, therefore %o ssrure thot ench partner

18 able to secure his ngrecd-upon renresentation ar the “sari.




pogeTm v Tinfling Ve inat {pang
@ ot -

O ] ———

b ) e (0 In jurisdirtions whore sharshol lo-s' aprocsants apy
specifically enfarceabla, '=ost cowmer }aw
jurisdictions] npovision in the joint ventu=e
agrecnent trat sach partser shall hove the ripkt
tn  ominata & specific mumber of firectors will
sufTies, Tr = 1dition, such proviaions skhould he

inrarted 1n the insorpor:'ing docurents where par-itted. I

M P lgment Claamca of - seeq:

Yhepe shareholders st comeats are sot specifioally

enforcable, such as in sow eivi! law ‘urisdictices, the |

lssuance of differont slasses of sharsag, sark Lesring
the ripht to rominate a sraesific nuber of {irectors,
ean be utilised. Jueh provisione ars natirally contaiee

in the inesrparating 4docunents,

nona IRy e T™e Board of Mrectors of the Joint "osnany shall

CLAUS™S ¢ consist of (pumber) 4irectors.

3] Binding "eminationas

(“uwmber) Pirsetors sball Yo ppointed by “arcim
and (number! Yy lorsl, Tn their capacitiss sa
sharsholders, Poreign and lacal agres *hat thay
shall nominate (number) and (nurber) directors
respectively, and that each shall vote for *he
nominess of the other,




¥}

Afferont "laraca of “n s,

As regintora? rumer o0 ine 3 B A ahares, Snperen emat)
be emtitled o mppe bintiep roimat jans far sh,
Appointmant o6f n by firectoes, and Casn), ar
registared gwner of the *)aqg 0 ahiran, whal’ pe
entitlad to make binding TERINAt) ne Tar the appg, et aees
of (mumber) Airectors. apen Poreimn and local apeae

0 take aly 2LEns reccsRarY te necurs the acpnintee. §
of the above maid nowi- g8 1 Area=fanes w 4% $hs g e

of {Juririiction of im=nrnoration pf Tpyet Crmmmee e

Alternative ~lmugen;

™e affairs of the Je:nt “ponwmy shall be ~an ved v 4
Board of (rumber) Tirectore, (nuabes) af whoo sholl e
Rominated by Toreim and (number) of whom sh2!l be
nominated by Local, Foreiprn sad tpean) ghall enen vore
all share: in the capital SLock of e Jaint “ewpan,
owad or controlled tv thes for the election and

saintenance in office of the permans mo nomisated,

Poreign and Local agree that prior to the aan.al
meeting of the shareholders of ihe Company, each will
infern the other of the names of (nunber) persens
qualified in all respects to be eleeted, eurh persens
being hereinafter referred to ae "mominees”, and each
ﬁ:lw«mwmwmmemz
®eeting the election as directors or the Company far

the ensuing year the (number) nominees so selected,
Wy sominating or seconding their nareg ae erndidates,




i

by volirg .7 o oL : e, T S ER T
thedr s election Lo oany rtner Taskd e wor oy sy apheaf

A E @AY, N I TR A T Db g W w b
shall fai. wo 0ty e o« rer prao YW any men. |
mee ang of e e L1 Lt Lnumewr B BomaE, hen 3%
$hal. be deemss to Aave co e led B3 4 ts nomiAses Lhe
AL e Twgpd o Buflong b e e Dowrd of Aireciore of

Lhe Joant Doommey tme §3 oty prier 44 e geaga )l wo cLiam,

B 0TRLSTIONT o8 npvoeom
LN Pl oL nelegnry 10 sasure moara By Wb the pIFteers cun
RURART. -
eaaily replace Loer o, neey on Lhe Tov 04 af vrer 1 ey,
:Q?z",“ff’t“‘{g Whe reas 10 igugr,am’ w 1ol wn. § - B Lo, #h gy g poy b @

terdency For mauownent 1o ek e "eenarde Aomnet
replace=ans b, mosting policies =uch v+ the = iegrared
vating for carortors s wte,, the boarde of 1ipestorg o Jrant
venthre cempantios, at coast witie an Uear infTance, peoerd iy
are congtituted te reflact lewmly the intarests g/ t-oe

partr era,

It may be best to mtipulate in the Incorporating dicuments, if

possitle, that casual vacanci»g on the board are to be

filled by the sharerolders. If, cowever, the local campany
law provides that crsual vacanc.es are t be filled by the
Mreztors, and ‘hat the exercise of the Lirectors?
discration mi. not be fettered by dmpreepat, *hev the

repliacenent of directors by nominess of particular nartne g

will require the cooperation of all the direcio-s,




In the event that veiween WO 3L mw L p b

of the Teint Tompary , i1l er Yipe ;0 op e

replace wy or all of jte nomiress on the kari oar
Mrectors of the Jo. ¢ Tomanmy, e pirer o

all necessary LAY IS Lrorendingeg

cause the shares of the ' me rmany ta v er ba e
benefic ally ertitleod 4, be wlel am TayeLe o F o,

oF sunh maninee oy romivesn, of 1.

“aRl i Porir e shara of g rag ~f ok o agrge e Vel pen te
\he persen or nermons seleste ! L N A T

the case ~ay be, and of ‘he =lect,nn R Y R LT
place and ptean of a TuAlified jerenn ar a¢ 4 ialifpes
Pegsens selectod by the PATLy heret, wome corinee ra0

have bown so remowed |

Nothing contained in thin Apree-ent ‘g tnipnded . shall
b cunatrued to bind the partive herato or theyr fewiing ey
on the Beard ot Mrectors of *he "gine Tame g wm ta tha

methad or danner of the sxrrcise of the dimcretion vest od

in them as directors of the Joint Company nEmoEraing the) -

nenagenent of the affairs thereof., 41 clnuges of tris

Agreement will be read subject to the provisions of this
paragraph ,
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aB thes trane L, Yy commy tee s Porved anall, m

the exercige of the powsrs s delapated, comfers te amy

realatiors LBAY may e dwprecd Ba it by the Meseters,

A1l cowmittees ahall in the cxeprcine of the powsre 9o

delegated, nonfor=w te any resilatione that way b i-poses

on 1Y by the Mrectors

b

M rommitiocyg wx 03 . o, L R

oy
b thee, ant .y 3 LR A - e F e
Wy »rie nf pev rpwtogn o o WOy e e o e

presc e bed by the a0 we L T B L

Firgro o atp Yhy v pPgeas te CoAE e g ey g g o

Ctrwators cms e

Becocne the ~owmmm, L R

dociniong of the WAL P e Ue Le f ok e s ey e,
®
and Lors .me Bioagle macoup e s by e T

one Mnrimer ‘o wmake 317 EEREIE TS

TER L et e e w s,

Lo nrotect mjiagrs 1Y intereyty,

. Tperial “miarity:

It ie fundames ‘a] 1o mogt ARt ventire agpee e eg vy

the nominee directors sf MRty nartners e pives
veto power over all giestinag Prmda-ental *n ths nin
Cowpary and the relations of *he nArtners ta ot
requiring a epecial majority vote of the dire-tops.
“he special WAIGTILY munt b larpe enough Lo {nelods

At least one director nomimeted by gogen wirarity poptper,




All requirewsrts Tor a BPACLAL WBOGTILY OF & wimi e
vote by firectisars shold be inserted .n the ineorrarat ing

dncumente of the J,ime Cevempagw

Tatpar thar rpecifving morely that dmcinion ray be

»ade by o mimnle wafority vo'e af thape tirectors
prevent ari voling”, 1t 1a “wtter tr wtipilate the

Bract mirnivum owoler of wptes reqaired, since (L asmurss
that at ] omst oae noamines of all partners will b

coguired o samm oA Ly pectaess reRed gt e,
¥

¥here the partasrs de-i14 . that goaeh oa RLE mower by
each partn r 18 "ot peensary “nr all decininng 4o be
taken by the Board, *he Pallowing i1s & 1ist of fieme
on which it 1s comon practice to resilre a Bme L8]

majority vote or vetc powsr.

1. \pvointment of “r.ef "yasutive OfPficer
2. Apprintiment of otrer officrers
3. The sale of » sibgtantial nortion of the

sssets of the 'oint Corpany

e
.

Loans by the Joint Company to shareholders
5. Choice of anditors

€. Dissolution on Liquidation

7. Increases in the authoriged anapital

8. Decreases in the authorized sepital

9. Transfers of shares

10. Changes in the joint venture sgreement

1. Issues of new sharce




?.

3.

4.

%mwgmw:

Another posmibility 1a to rRCULTE A unmaiity of ves
directors on «l) docisionn, ™hig spprosch wny be
praciical where the fospd ;4 rail, Y on & larpe
Board, (4 aipght crmgrecras, rrads She e iy

e Ticiency,

Simple “a‘crity:

In &« /a0 Jaiet jamy e, whepe theog Le oan LE TS
Rusber of directors nominnted by *he ten nurt-gre,
8 simple majority vote wil] 8.7ire 1o nrotest
MiNOrity interests, srovided there is ne provieion
for the chairman or arv other tirectors te have a
oAsting or tie-treaning vote in the avent af m

deadlock,

*"’mim Yoles

™e laws of the jurisdiction of incorporation may
entitle the chairman of the Board to have a casting
vote in the event of a de~dlock, but it g unusually

possible to counteract thig by a clause in the
incorporsting documents.
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3.

Siwnle “ninpytyey

All decis.ions of the ‘vard of Directors whall regoire
an Affirmative vote o5f at Jeast ‘niebere-it should be
Falf of the total mumber nf firectorshins plus ane)

Airectore,

Speciml Taserite:

All deriminng 0 the oard of Mre~tors ahsll remy | re
an affirmative vote of at lesst (nurber--1t should e
At least the total nunber of ~ominess of thae paATiner

with ‘he larpest nunber of 20minees orn Lhe Moard, nlue

one for each of the other partners) directars,

So Casting Vote:

T™e Cral~nan srall not have a oanting or ssocond vele

in the svent of a dead]osk,




L Y

Whare the 414 ‘rtereste of he % asrtty nirtner ape e ®
invelved in & quamtior 1., 4. for 4oy tng T rget, T,
A therafers a o BELNL mAYACLE v e oy pet- B P
might not be dosirad . 10 g giertneisan BECHBEAPY Lo

X ¥ .
EANGre that by ouefpun PIrthars mawe & pjeohe g

PAFLioirnte 17 tra "wam;m***ﬂm%m@ TrATene,

By resuirisg thras | a frrertore rece) ve BT nptice g
All 1emues to ba 4 peumsed ftdirectora’ weetings, the
Dar LAEPY oW prepare theis printe of view, and will be

kept informed of the affuirs of the "5irt Compamy,

In addition, ¢ ~v, be deairable tg TRCILES 1At B omy ey
of decisions mav be taken b, firectars withpyt o R e T
qUoTum being preeent., mder the law nf many countries,

& directors’ meeating mav oersist of as few ag two dirertors,
Reasonable notioce to all diractors »ay be an adecuate
safeguard againet unauthorired srusrtions of power by
certain directors. An even *irer safepuard ie ¢o stirulets
& quorum for meetings which wil) be large enough to
reguire the attendarees by 2* loast one nominee direstor

of each of the partners. For eonve-.caca it is often
provided that in lieu of a resolution of a duly constituted
meoting, & resolution will be considered valid if agreed

to in writing by all directors,




Y. Notire: Prior weitten nntice of all fivectiorn’ mesting
shall be sent to all directors at leagt 14 durs
before the meeting, soecif ing the *ime and place
of the =eeting, and intiesting all =attera 1o
be coneidered Lherant, and im=duding sopies of

reports, studiss, eto,, relating traretn,

Motice =av ba watyed by the unonisoua conaent

of all Airectors ‘in writin-),

2o Tuertmr & euprs af a “reting of the Airectoprs ahall
consist of (number-it least large enough that
1t carnot be monctitited without 1t least ene

nominee of each of the partasrs bairg present’

directore,

Yhere a qucrus in cmepest o simple waiority
vo'e of thote nresent and vating ehall sufliece
to parm a reascl .tion, cxXroptine whers, as
referrad ¢ herein, n speeial majoritly ig

reguired,

In lieu of » validly constituted reatineg as
above described, anv directors' resolution shal®

be considered to have been validly pasged if

consented to in writing by all the 4irectors. .
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One of the reapi e & L Y R AT
Jjoint venture TR gremern g

of loeal parmonn | 1~ ¢+«

At coamare thee ke oo, R TP T

MMMM“?Q e ?E*ﬂf‘"*;“ﬂ“ oy P e by e

I T FEOnral iy poponi by s ; R T T T L R
develoning courtry e hene o Gt R mapr e L e
of rroperly tri i cqd ymd o, o perrorea) oy
&szowiﬂf country tn oall afr s el ke Cacpe vy

inﬁlwdimg the crnf poamues e affice, e cay. -, 0

Prom the devaloniv o AOVILP T cpmint af e, fy M e
participation By lecal perwnnigl Increcoan trs o qe, 0,
level of terhnical ‘nd a4 IP1etrative cxrert e, ™.,
Joint "ompany aluo bemefity fro- Adont.nm g .,k rn e resck

because locally recr.ites CETBOTMTL mAY be pALl g tha

host country rather than a foreiem sosle, e Forey

partner benefity becaune top flirht exe~ittwasn AR not
generally be sparcd for Iong perinds 0f time froa the
head office, and this fart hna oftor teen eited by
exXsoutives am one of the maior daterents 1 undertating
operntionn in deveionring rointries, ~n tre cther vand,
one of the most important contritutirrg of tpe foresgn
pariner to the joint venture i the furatedine o
experionced and competent PETRIANS] th smare thee oo
Joint Company's operatinna are corducted in the ~n¢

competent and profitable “aghion.
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The reciirementa Cap Ll g e et e R
Brecutive compotercy o 0 s ntha. wa. pes R A A
hmwmmm R N S e T R et o I Ce e
paArtne aamiat cw teaie s op Tme la # EE o TR
and wves corrleom regrope et nam e editiauel, oa

HGTE AR SEN

’ P T e e
i L A L T AT T L P S L Lt S IS
o e o s comepan
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[Tiegident ~r ".mos .+ yrectnr B A be mproyrted
iadtially * ¢ o fareimm st R R T

muBY be i de Yo oA e yran tapg ! e ent, by
dratributy m A7 yotimg R, e e 4y tnegrperatyvs
dor yments of ‘ve nint "o any Yo oappravi) s hig
appointaert after a wtorific pe:.o! by the 1a~al
pariner . n scantinp thig TBRrCRen, eeh porippy

must be sntislied s 1o tra commeter e and dearrabrlat -

of the irdivid.al aprrinted.




B4,

Altermat m v o “yer vpom o rrrosner ol 43
AT o oo, W e aw

Lo provide thatl sny FiEht te ma s ate tp o g af
executive officer phall BlUmPRa . Lotyean 1%, rAarirers

after trhe APLIEBY jon o smeb s g, . o4 for ¢ ple,

ten years,

R R L LI T T i L far 1wl
peresnnel 4o oam e g PeRpara M 110y cal medkbone Cemihe
Job traimy-w, w4 1y 1oes npt ~res o T e, A,
a6l 1%y nthee PECImAr B8 & ny ey Tt 4 ey
working spn, et Lha keriotr 5% 4 seiy rnt s tiare

relaticnship, camely conmeratin- betwecn 106 maptnary.

m»nt iws Tympat | o cmother poagioy]ies i to

have joint offtces, wich ag g+ prastdente pp
managing directore, with aped prArtner tapcicting Wig

oW nowmines,

™is approach sssures 1 ap a nomines of each nartner hag
the same ripht ¢o 211 -omorate infor-aties, wmd
furthervore, that on the ‘eb training of the Jncal
nomines will Yo as inteasive s roscidle. It ray

not be & proctical Mpproach, however, unless the two

nominees are high'y ooy stible,




Eeometyor 8 Y w0l ya et ey T cpergas v f e yant ]

T

adopled 1o ' Aividy the ~orpectte rop wma, b 11t sp mn
funational 1 nem, sur- am ad* nis‘raiive am. .e v -sren)
The chief syecyive nffeer, for pywmie ke Bront tentg,
might be the nomines .7 the  acal pwtaer, and hia
responaililities 'n the day te day ~mage~ rt wi]]
involve all nan-‘echnical .08t ione, "N " - 3%, ve
Vico-®ren dp,t, for example, ~1ght sgeume resoonctibt lyte
for all techriral prable s, Al e the no~inee ¢ f the
foreipm partner weo 1w praAvL Sing the teenri=~n]l dutn,
infornation, assistlunce and keow-"wo Lo Lhe Jo =t

wenture,

.18 approach recoemizes the reality of ~ost A nene
operttions in sny event, where $ e rhigl € abtutlve

officer may not necomsaril’ - cgvess sxgrrise e all
nepacte of producting, aant delapets thege resnponriSilicier
to ar erpert., Purther~cre, as the chiefl sxee tive
officer, the noxince of the lesal nirtner im fr -

ieal position tn oversees operat.crs sad aall wom

advice wd assistw~e from the nomiras or nominope

of the foreign partner,




The Cun L)oo dostribution of of . g bo “weem 7 ow ey
of the partmers _an Wooarr.e! eut at sl gescier e o wlwn
loevel , with upjointegs fras the Foresm by tne = qgum -
¥iom presidesnt . w] owmats ia Tosneet of, for erswpie,
wrw!mﬂm, f’mmw, fovpmy m GRIAE, eW., Wil noeisces
of the local partrar BOCUDILr * Doty 1n regpec t Ay For
asxample, domegry- salen, publicivy, MPROANO L pove Py et

relations, BUPLlY, 60

In any fanctions! division of POWREA, 1% 18 Jeay wmble

\iat local persomne. te traines M erickly s sase bl

to asmume ali aperasiony, and WCPdinply aun, sl wwg. t
sannod by local personns! Birht B creitad Tor sach of e
posts occupied Ly nominees of the Coreim partee - WAt e

time as thay mi, st be replaced,

™e Chief Bxecutive Officer (President or Aanaring

Director) of tha Joint Company snill be & nom.nas of
Local (or Poreim),

The Chief “xecutive Office of the Joint Company ahall

be the office of the President (Mancing Director),
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"reign). “he aa.d armeirtes of ~eal  creism) socdl

hold mueh nffice fu= the enpimp tue vears, ana en, and
for svery tvo veare theres“ter, o ripht to mer1=st: the
Fresident (Tancpine YMrentor) ghsl! alternate betwper

Frreigm wrd Doeal,

z,’rﬁ@"ﬂ%t f\“%\%@f w g AR T

™o Jorat Ceapany chall boave Swo cntef exe utive of 7 ces,
both of whick ghall rorry %% mame sutvority nd nosi®ion,
and whickh ghall be crounied 1o Sun sergona, esar ealled a
Joint Preaidart ‘laint Yoaaging Tirecter', Motk Poraim

and ‘ocal erall norinate sre Jouint Cresident ‘Uoint “enagir.-

Mrector) evch.

Punctiornal "vie? Twacgtivens

a. Te Chief Fxecutive Officer (Prenident or “araging
"irector) of the Join' Company shiall be a nominee of

Local .,
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Jome of the pror ipiy' pearsors (o= Mstributing prof; on
are as followw:
1. The partnere miv w.s: %0 recover thetr carltal
inrveslrent
2. The partners want to ‘erive a pro’iyy

Je It may be necessary te chwi te tases, 17 sy, n j
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be an sncentive o reton nrolite,

Cenerally, a confide =g 1n ‘he lons terws TABE® 53

£ the Joint Comoary may IRLre fRg na e tmpps §y

retain a preater percentase of earings,
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In general, 11 wouid Appear that the preater tne ear-‘nges
that are retained Ly the nin: Company, the preaer w,ll
be the economic Mvantages *o the Fost count~y and te +h-
long tern success of the Tmyps Comeamy .  A-rmpiir s -

pariners should adent [irarcial Policies wnirr ene L rgwn,

greatest pousible retention of profiig,

Mitigating agninst this arcroach wiil Yo tme des. e of
one or both of the partrers to recsive . fate rey i~ gn

investwont,

Some of the ways in which the PaAriners, empecially the
foreign partner, can profit froe the Joint Company are

as follows:

V. Dividends

2. Interest

3. Royalties

4. Ranagoment fees

5. Pees for provision of tecrrical 1ata, infer-a .-
and know-how

‘: Salaries paid .o its per.onnel who are erplcyed
by the joint company

7. T™reugh increases in 1ts own net worin from

oensolidated accounting principles




POSSIBLYE In the atsence of provibitions apairst districutica, the
APPROANCTES « folloving approaches might be adopted %o »1rure ‘he rFrosto b

poesible retention »f mrofitin the Joint Cormony,

1. Corpulsary Segarsn: ™ra ygiat venture apres-ent =

stipulate 4hat ecap.ls ry receapves Le ectabligned o-

dividends ray be pay . i

I+ 418 $o00a81% e Within **a g ne of *hisg stuls *o L IR
& corpilrory reuerve for v ia which shouwld avoly in all
cases, Lutl some poREitiliticy are 1o cEpress ity
'S
(8, #n »n atsolute a~~u- -y

(b) as 2 fixed porcen‘.ige of profite;

(c) as a prorre.sive. s increasins percentage o nra’ e,

2. Prior neg s teqfs Ture Ane nartners can for e

specific voew for rofite, the jeint renture npecse
might mpecif, that ro urofits -~ ay ce 41t Sa'ed um. ..

such uses are ga'iafied,

Y. Tedirationm ¢ Teeansimey are the sarimore fpel 4 ome

either of the abvove two anpraccres might be %es 1pfloTy
Joint venture agreeren:s comcnly a3tinulate thiy e -~a2:°
recognize the desiracility of retaining ag ruch grefilsg 3s
possible in order to croviie “or the gremtost ncasitle

growth for and the greatest rinancial viseili‘y of, *-e

Joint corpany.
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PO3SIPLE 1. The parties hereto recognize ‘hat thoir own m toe
CLAUSES: best Jaterests of th- Jaine Covrmny will Be Lret pamps -

by taking all sveps TEABGRABIE Yo Br ure 1om e L em
of the prowuctian fanilition of 20 'aint " Lopo o
rapidly as narke: coriitjong per-ai, and t. thi» o},
Agies 10 retals suffie en’ BRI IN0EE % ARe o - ee
belore distributing profites 1o tae sharenailers, ae g»
be reasonably required in the CIPeL ptancen 1o 0 Lwy e
for such expankion, snd for e pther PeYulre ety
conducting the affairs of the iaint Totpay moLorl,op

‘o sound business practices.

. Before zay profits of tne Joiny Covpany whail te 4,.0,-
&8 dividends to the shareroliers thersof, e en v
of sach year's net after-tay rrofits shell oo o2ie
o v * the canital amd otlier reqiire snts of tha

Joint Company,
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BCCount ng ceth oLr v o3t e torol¥oamtL. %y o d from 2
te year, awrd oon & Yagle frat um Chereeyly o pgsraiood

Wy the rartaers,

posn Ry ‘Gt joint vertore rerescwents provrde fieet) o that ik ‘
APPROACHYT aud . tors must b scceptable to all parinere, ant 8 el v,

that they shall be an interna®iomally recopmized fipe-
of avditors, This latter sies i8 mumlly sdooted beor e
of the dezire of the fora.p parcner 1o have s:liter~

Pk

L 4]
and socounting orsctt e wi.7a re s Feegliar, ard also

becauses of the [resuently sxpressed compiaint that 14 13

difficult to find covwpetent a.ditors in develap ng .o r vy,
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regardir » all transa tiona CELePT Y grtp ey the gy e
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7. T™he auditors of ing Joint Company shall be /name of
& host eountry iceaptong Tipm o,

Jo ™o auditors of the Jeiny Company shall be BEpoLnY e
a8t the e ) neetirg of sharehollers by waanircus

vote (or by a2 special PAJOFItY ehich 18 large eneoug

to require the approval of all gharshelders).
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4. the world
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pictures, descriptions, inst .~*iang, filan, a~rige,

recordings, colour scharas and sthe~ “ata degiprod te »x 1.

assist or nromote the rale, 1t tricutios, ase, and aervie;

of the gaid procasts.
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and rell 1o Poreimm swch produstis, spares and
replac ent pa. . as Porein say, /o Wine
to tine onder) aad

() to use its Lest efferts to provide Poreign with
sich advice and etber assistance on satters
relating o the marketing and servieing of the
proinsts as say ressonably W required 0 esable
Poreign to effestively sarry eut ite odligtions
hereunder, and to provide te Pereign as prempily
as possidble, sanples of swsh sales premetien

sateriale and erder sales aide o0 Whe Jeiat Conpany

nay deen apprepriate, The Jeist Campeny shall

have the ri/Mt %0 spprove say tramelations of thase

saterials and aide Wlfere Yhey wre wnd anpwheve

in the world, as well as the risht of prier agprow

of any séditions | enles premetion mleriale and
smles atds wvhich Pareisn shall prepese % we
aapwhere in the werld,




- 111 -

™e following maeral ooniitione are often
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0, ot any Vine, add 0 or eliminate from itz
aasufacturing eperations any praducts, and to

oshan® any of the snecifications thereof;

provided, hovever, that any sueh additien, eliminatin
o changs shall net affest oblisatiens created

\y any order of Poreign that shall Rave been
ospied Wy e Jeiat Cempany prier to such

abditien, olininatien or change.

Mmmmwmmmxhumum

and §f aade \y telephens, telograph, ssble, telex,
vedie o oWervies, whall Yo cenfirmed ia writing,
end shall W0 wbjeet %5 approval and aseeptance
18 witing Iy %o Joist Conpany, swch epproval

| @88 eoveptence Medag sffestive vhon matled,

 pestag peeseld, te Swreim,



(d) Surta: In the event € any ac%) ar threatened
suit apningt oreipm or any of its customers Wy
reason of the sale or une of tha prolucts, Poreign
shall report the uet iln therenf ta th Joint
Cempany, ant tie In1a® Cornany shal) furnich te
Poreim suck infarmiiion 14 poacesnes wiigh nay
assint Foreimm or its cumtomsr in delending ar

deternine dealing with the suit,




S
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Ia establishing some of ths legal 201t en-~
wWon witen the pro'ucts are %o be #oll tc tie
distridutor, the following claures miyht ‘e
oonsidered:

All sales by tPe Joint Comrany te Yoreim st

b subject o the foilowing terms awd ccniitiors,

and 10 such of the other termn of this A Teenen®

a8 say o applicatle;

(a) Paspage of Title: ALl ri4t trtle amd 1nvere
in and to the protucts ard parte purchased
hereunder anl risk of loss with resr~ct t e~ny-
ohall pase from the Joiat Comany tw - v
the time am! place of acceprance ¢ .he -
the first intersational earr.sr hon' any ne -

() Larpantys ™e Joint Comnaay ennil reni oo e
of charge or grint crelit for the co-t o puts:: -
ia goed working erder, an; prodwets whien ~pm
defostive, provided that Yore.mm o ves written
#0tion of the defent withia 90 days after recei:
tereef Wy Pereign. e Jotat Compiny re arver
e riht W0 inepect any products Before ra~'aci.-
Ban, and ¥ill grant & eredit to Porrign for thy
o0t of freisht for returning the eame only 1 +

produst or produsts sheuld prove 1o have teen ro

| ey osuld aet Bave Seen put ia

m MW& ot & reason:ble g0

) gm ohall b datermined -

18 118 aboolute disoretion,




Excepl as provided newein, tra Joint Cumpany maken
no warraaly, cenrers of in;lind, ag 4~ the mrodue s,
ard shall net b lirtlie [o= any anmamm, vhe ther
fireet, dadi ot or L ssmcetias, In conneetien
with or remiting from W resale of wee of the

produs te,

No representation 19 mede 'nat \he prodmcis or
ther uee or sale by %orei wm do net infrinm any
patents, trade marks oy trade nanes or any sty
rights of third parties,

(o) Erice; ™e prices at whics Fereigr shall

purchase the prosucts, inc.efing the replacecmat
peris and wpaces, are *Pose indiented ia Schedule A
hreto sanexed, mmmmmm;mm
mmmmwmum,mwmm
shall W affective days followia, e ot
o whish eueh ahanme aay W pested by prepaid ajr
mail adiremsed te Poreim,
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6 HRALE AND Moreig shall W free to resell the produc ts
L 0 oustomers threugheut the worild and perfore
130 servicing ebiigntions hereunder at whstever
Prices and mn whatever sther ‘orms and etrd i v ang
a8 Nreign snll deen apprepriate.

. DI Sither party herete may terminate Wis /greement
a0 of anp date net lege Yhan days after
1% cassntion \g giviag ot least aen the
Prier writton notiee of sueh Jatention %o
Soreinate 10 e eter party, Wt 80 sueh notice
hall o repired for the Jaint Cempany % terwinete
Wie Agresneat ia e event Wt Toreign shill rail te
falfil ey of 1% eblimtions hereunder or ohall fn.:
ﬁmwmmknmm. o Af vy
MLy of Pereign 10 aret ite Pinancial oormi ‘mer
hall ever Mo 18 doul,




CHAPTER SIX
PATSMT LICENSING ARRANCE) TS

For an industiry in a developins countr; to srulieture
& cortain profu-t, {1 may have 0 be el thear the owner
or the licensee 01 the natent or patents ral tips

thereto,

1t is ununual for n daveleping coun'r 1ncdustery te

own any patonts, Wt it is ~lmest univ~raal pructice

for wunufacturing joint ventu~es iR developing countring

to Y licensees of forei;n patenis,

Patent liconre arreenan‘s generelly take a staniurd form,
except for the provision which relates 0 the romalties
payrble and the related technical iafuimation and knowenow
which is 0 be supplied, In the mlance of thiz 2hapter,
some of the standard termg appearing in & pateat lizerse

agreenent sre oullined and the ones relating % repaltics
are discussed ia detail, Relu'ed provisieas itk respect
to techaical information and knew-how are discusesd
separutely in the sweceeding chapter,

Throughout these e chapters, it is assumed that Whe
foreign partner in the jeiat venture is ales the lisenser
of the patents Wt whero the licensor (s an iniependont
porty, many of the same eensiferations will be wild ae weolls
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SOME POUSIBLE Ty fom A
PATERIT LICHIE AG.< 3Ny

T™he foliowing are some i the ¢lagsen “hat one i ght
oxpect 1o find in 2 BXV(1E iiconse a reement for patente

and related know-now, whars ouly & relitively mmai. quart:e,

of know-how is required by the Joint Campaay,

T™e recitals éenerally cutline the fact that the
liconser (in this case rszumed vo b tne for i m

pariner) 1s engased 1n the manufac ture of cartain

preducts pureuant to various patants of which 3t i1s

e owner (or licensee), and that the licersee (:r

Wis oame the Joint Campany, whish might wlso be

8 Wmblicensee) wishes 1o Manufac ture the aeme goows

using the same producta,

It 10 commen to set out defiritions for terne such
-~

ummmmmmmw

lieoneee 10 sutherised Vo manlacture, T™e Joiat

WMWMMMawwNwm
um%mm&m,mmaWtwmu

e
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24 Territory, including the Eporraphionl ares in
which the licencee is entitled to wanuiase ture
and seil the licensed producta, Ase nce Lenn
discucsed, the Joint Company should gonerally

attempt to secure as large a terribory as possible,

watign, including an evameration
of all the possibie types ¢f prinied me!ter A
data which might be ascesmnry {or the licenses

to produce the licensed producte,

C. QRANT C* LYy In tiis clause, the license in granied te the
liconseg for t ¢ term of the sgreenent, me
suthorised 10 manufactare and sell the licenssd
products within the territory, T™e licennee
should attempt to ebtain an exclusive liceass for
the territory, |

| . SALITY coNTROL: ™e licencee vill maerally have to covenans o
%@ faintaia certaia standards of quality required
' W the licenser, aad e licenser will Mo given
he right te inepest the liseneed preducte o
ososuse sush standarde.

| B INVRIBNDNIIY The licenser vill gaerally sttenpt % tnsers o

Mo tmumxmm&mmmw
j o
i MMMW&MWM%M
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Clause That in the mymrs A2 ¢ S S Sl S PN
ltconuor .1} B omop 1Y wiodl ave e | yoae pee
harmieny, meamin. *n ¢ 410 toa Tonarncial ia wge
#llored to-rafpopm LY e b enote amy te reec wed
from tre sconq B W el We lirsoeer w0l Le

FoNuens . ble 7 gy L ABLy W Lhor brouent,

It se sommon for the DETEPEEE L Peouire 4 TRy

het o f &% powds MEY e et el gr oaor) e, Lhe
Lirensor will use 1ts wat of oriy te Lave toue
Suppiiod by yteel’, by 1ts affilictes or by 60 s

paryisg,

™ pormit .ng fulleat pranitle CEOAB A tien o L'e

patent righis, tue itonr sun shouly attempt to oo e
She rishte Lo avsom Lhe Sopoement apg Yo g,y -

ether prodacers throv ghowti the terr i tary,

W T™he licensee may with to eTmins te e oblpwiion 1o
PRy Poyul ties aftsr «ithor a defingte periol o g
SEpiraiion of the patents Wing iicensed, 1n ui¢ gaen,
IRt wish o obtein an pLien %0 coriimue Lhe
liconse watil e sxpiration of the lust patont or
ronswal theresf, or My Sime earlier Wy iving,
for enample, ene your's not: .o.

e fellowing saspter Mtlines in considerable dota:]
*Wer provisiens ia respect of the wpply by the
lieonser of toshaicsl data, iafomatien, ansinsance

m n mwm”mm licenved,




™e provisions st Tarih hsiow sre ast dorailed,
Wt may miffice wisre the Joint Cumpany hae sxinsing
production facilities, and She RRow-Bow 1t reguires

i not extersive,

te T™he Licen. r shall mabe senilablie 9 e Licomees

withou . oneige md eu reguired by the Licenses, al)
such techaloal deta sl inferwat:on ae shall W
necessary for the Licanser (o muoulaectere, esli
and  ®erviee e licensed produets and all preducts

related thareto,

2+ 11 the Licensze shall derire techaical aoeisrtance i
conmention with the manufse ture, wmale, applicatien
or mervicing of e iivensed prodeucis eml o))
preducts relted tharete, the Licenser shel) srre
evailable to the Liconsse itre serviess of raised
personnel for ami during such periede oo the

Lirenses snall rencomably require, \

3. Mepreseatatives of the Licenser and the Lisenses
shall frew time 4o tize conwult with cash other
regarding ressareh, proisciien, sales, servising,
advertising and premetion periainiag % e
eamfesture and sale of the liconsed prefucts,
ond ineluting sll developments ond taprovensate
1e reepeet thereef, and We Lisenser shall o oll
sush things o shall hmnmmnm
toshnical date and informatien and tashaies) |
8s0iotanee in respeet Whereef o e Lioeasse sl
roquest 16 ascerdense Vith W Soraw O W% WO
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fuysltios or fess paid for the wee of industrial
Prepuriy may o ia the form of (o) lump oum
pajmmate or (B payments en o sentiming basie.

b ANOR D TOUSIN) 10 weueiss o payment te

reistures Whe foreign partaer Wfere any uee
io sade of W industrial preperty, waile
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2. COMPUTATIC(H O* POYALTIES:

A. Tone poasibla concudarationt

for determining or computing lump sua roy:liies

are as follows:

5. the costa to the foreign partrer of
tranaferrin; the industrial preperty,
including the related knor-how, teehnien'
information and tochnical assietwnce

10 the Joint Company,

i, the amouat the fore:m partaer feels
it should demani as & ‘ekon of Vhe geed 7.
of the lirensese,

114, the goodwill which the feraipm partrer
fesles mirht b attaghed to the rist
to use Whe industrial preperdy in \ne

partionlar regiom,

Seme waye ia which

sontinuing reyalties may Mo somputed or o:pressw
are as fellove:

1. as & fized amount for ench il predaced
Vreugh stilising the infuetrmal prepert:

11, oo o fined anount for cash walt seldy

14,  asccording 1o the gress selling priee of #ae
-ity

ive  escending %0 Nhe met selling prise of sech
-i Yy
ohrond et walte ool 18 W0 Meet sow




- ia)n

vi. minimum vo;nlty recuiremente, of ten
based as & rule of thumd, on half
of the royaltiss which would osharwise
derive from realizetion o” the parked

pre ‘\ec Ll onn,

vii, differential roysliics bansed on the
nmber of units preduced or soud,
usially varying inversely with the
auartity,

viii. net reyaities, after deduction of all
tares payadle Wy either or sota the
foreisn and the Joint Cemceny te the
Lot country in recpect vrereef,

A e e Beinitiee;
Mare Whe foreion Licenser ie alee an oquity
pariner in the Jeint Company, the ressons

for s inittel Jump swn romlty pajsent are
sbetantially weskoned; a0 an oguity owner, 2q
mmunmummn
aserving %o e Jeoint Seapeny, will o ia &
mm»mmmwm

e e
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Accordingly, 1t way be west that a lap eum
royalty not be pauid t» the foreim licenser,

Wt if one is necensary, then it should be

kept law, and mi ht Do paid for in fully-pasd
shares ratier tham in gash, Conerally, however,

lump cuin royalties are not recommended,

B,

1% 13 impossible to anecify wh:ich Lase or bases |
for computing a contimu.ag royuldy will \e 1
best for industricl joint vematures inm dovalupine

countries, Wt some of the felluwing eemvide nt.un:

mipht be kont im mimgl

i+ 4 royalty tased om get sellin: grige i

probably Wetter tm most issticoes timn

one Msed on i ther wmttuww;nm_
price Beoause 11 encoursses the ferergn partasr
Vo do everythiug pessible 4o mexisiee Whe
selling profits of the Joint Conpany, ant aees
mmmmm,yuﬁw
MMWWMMM

$1. whare ene aln of We Jeint Conpang is %
mﬁmmmmmmm
mmmm
Mwm




- §ﬁ,.

DJelticg for expors oalew, “irhor reysltien

paid on the net seliing pricc of er-orted
producin, as oppoteu poduuis sold in the
‘Mt couniry market, may MLOULrEPe MOTS BCtive
Souperation by the foreigr partner-licensor
s we.0l0uing (oreim sarkels, and i; securi.g

we .ights initially for the Ju.ut Ry to

ORploit such markstg,

& vertain weasure of SRcurity %0 we fare gn
mmrthmm{cwnm
“sitting en the producte, s af oyuL Yy
m&:ﬁmt in the jeint Vef tule, howover
Rothing hous 0 done whieh will emable tre
foreign partaer to srofit Wreasonably at e
CEpense of e Joint Company. Uather, the
Fonettetion e receives visuld W . aires.
m«w.ﬁm«w“mm for
Mnmumammwmo
R st repelties are set, sherei ore,
reosmmaded .




\
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at exinrion after a oer..in salaw ar wrasapiicn
deve! hos bmen reached. in acdition it ry hawe

the effect of 1cpupin< 4 mi~voum roylsy,

Provicion for net =n- 14y Sayrants, "t of all
hoat eountry taxes, is 70% rescuvended, “-w
example, if a net roya'ty of ¢ 1,00 ia stijm! tad,
and the hont count~y jmnones & 1% withhelding
tax on all royalty paments to forei mers or
non=ren . ‘a8, ther the Joint Company would have

to pay total royalties of anproximetoly & 1,18 teo

achiave that net royelty of ¢ 1,00, Resuming t-an
that the foreign licensar ts taxed at 507 o nig
royalty income in his own country, Wt eaa tike
sdvantam of a forei ™ tax eredit provision { “ich
is almont unjveranl rmon w8 developed ocoun trion",
then ke woull receive %9 eonts gay after all taxes

with 18 cente tazen of havimr baen =aid to the

host country and 41 to “in omn STANRLY,

On the other hand, {f o "proge® royslty rather
thas & "net” royalty of ¢ 1.00 1s apecti®ied, the
foreien partaer will receive mt after all tares,
,nmmuuwmhwmmmm_
0 the hest country and 35 dents to Mis om.

% asquire o Wtter pictare of the ewersl)
ma«mmmwmwwmwm'
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facts, the net overall ueonorie berslits to
the foreim partmer—licens~r - # Loth 8 vt aad

& gross royalty requirement of ¢ 1,00 are
considored,

The followings tabtle outlines Vi.Fi1cu3 income
tax repifications, snd deronate- tes the owvama'l
bonefits to the foraign partner=licansor, incluiing

his ecuity resaining in the joint company af ter
payment of the royaltioe,

e folloving assumptions Are made in the tadiag
e that the host souatry irpores firetly

a 1% and secondly & 3O withhaldimr tax

o romities;
?, thet the host ocountry jepeses o W tax
mM%dWMatm, o that
reJRltios are o ded netidie expense;
3 MSMMmmmMawwm
Prefite in his heme couatry; and
4 MNWMM&M*@&V
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Withho!liing ag ~ave
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Whewe ho a0 e ey Cp ¥

L AL I L . omen
L O 2 T TS S U S, af Ly *
for a met v 0 4w e e a s

an w¥rs L, (e : “me v, .
withho id: o iy rate - 0 e e eyt WAy g

M onmly a2 Lt e i . e a . AE st ety
$ 00 rmanm *"’”‘;wi?;‘j . A S . DUREE SRR PO

AMCPOame v Lo omat et oL L
ooml periere L% ng em Ly in ‘re AR Y o ey
Whore the wiivhgltime tax pabe e 1
18 M0, & Y rcresme v oray e aamen oy el .
oAly )m THROTEC M TR Lo met retyee gy Prcay m,
agein, le.ves n. moiity o e 3040t pomlmy Tor

lscal pariner,

It can be uren, thevefnre, trat oo o idi- - fap

st roynity of & gpec. Piec ameamt oss <31 P ot

18 proportiorate bewef e Ly tre Toreimm pavine o,

i e toirt somoomy s 0fert by a4 viag no reainad
prefite, “r! the local as-trsr by saving no rema.- .=r
oquity. In addition, the hoet ~ocuniry does net ~in
otrs Aases from sa wment of the h,pher rovalty recuived
wnless the tar rate on profitls is Righer tham the tax

7 e reyalties distrituted abroad,

Mesrdingly, rot reyalt; paywnts of a fized avewn!
P9 »0% recomeried whan the lLiceanor ie alen e frrer ™

pariner in the develeninr country joint ventu-e,
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.o Jo DAYV TT OF ROYALTTITR: Three issues arizina; in reapect ol Va
20 pryment of reyaiitise gre: the cu=roney in whish
o the royalties are 10 Le (uid) whether they wil'
- e paid in the form of fully-paid shares or
o assets ¢ ‘ve Jaint Jeapany; ant ths dooce where
( they are tn e pmid,
(
( (a) Gurrencys ™e royalties may be paid in
6. ¥ the host country currency, thea ecurranay of the
1 licensor's hame eountry, or the curremey of
( snme third country,
(
( Where the Juint Company has expert sales, 1t mn)
(¢ e possible to pay the royalites vut of the
- proceeds tharefron, ‘Tis approsch has the
' sdvantaie of acting as zn inoeniive % the Coreim
R partner to aid is insreas.ag the ﬂmt ssloe
re of the Joint Company ~ 1.8. 1f mo sxport sa.ne,
9. Ne it mte no royalties. On the ether hand, it 'ne
(o the disadvantage of deprivirg the Joint Compeny
(v ard the host countiry of foreign exchangs earnins,
(e which may be especially weluwable #here they ave
(¢ in She form of hard currensies, Tt may therefore
(e e mest advantugeous for the Jeiat Company ' the

host country if the reyulty paments are made

in the currency of the host esuntry,

a&é;mm, the foreiin partwr will
- gmevelly want pagnent %o b uade in e herd




currency e s o0 home countey o= wlee e
fome GLRer sact curroacy woa Poeaisr tay
bise countery, By tiis meats, ne rsa preo‘ect

sgminat devalun®i-ns ard in" a'10n in the homt rruntry,

If the foraim -artrar gay n o, tearefore, m
permunded 0 accent roymily o ments in host
eouUntry currency, 1. 18 recowmsnded thed they

b made out of the procesds from exsort sales 1+
terme of the local currency of eac™ mervet area,

Ry tiis means, royaities will be metd 1M both we T4
and hard curroncies, and if the foreian partner
Wishes paomest in Bir own homo oMALPY urpeomy,

OF % hard curr mey, his home eounipy mariag, w4, -
hard curraney rsuntries will hove to be msde nys: |~ |-
o the Joint Compuny's resiiata,

(v)

Hrare initial Laep oum rovy - o

ares 4o w >a'd to the Yereism prrimnr, ot §g

often made in fully=piid shares of the Joint Som o,
thereby obviating an ocutlay of searee funde, Tis
appreash might also be adopied fer sentisming rosal i e,

A farther possilility 1o W0 provide fer the P vmen s

of reyalties with saventery of the Joiat Cempuny.

In thie way, 1 cortain linited sarket is erented fop
We preducts of the Jeint Company, and the fore: =
PATARET S8n 01 ther Keen wieh producte or peeel] ‘e,
This appreach, 1f feasible, say W idea’ for dov~lopins
WY J9Aat wntures Mosense it ereates & m~ ot Tor

oy



(e)
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& limited maunter of te odaee e, s we'l ae
OBV ting Lhe outiay of e ther Jwelm or leral

Tarreney,

Thie approoss "y wlow preses* adves tages

s the fare g w prrtner, e ane swoidice gthe

pa ment of host country @it iding taves en

POy v opnommnty wd pg TERRL NG ARY Ul &
avaniame 15 | tn hom. country of olagubere heosi e
net resals neocesds f (e drd.rtien of Inpery diu *ben
IF any, and trdaspe- it on charmes, will oWe 8 Ly

bt 7o At Yer Loan the tax om r o)ty LRG0,

LMQ Ofter e place of e ment oF roysl tiee
will depen: om the *ype of jayment, Tt will
proumbly be camiest for the Joyn: Temnury to re'e
PAyEnt in She hoe' commtr, Wt ,f roualtiam ape
paid o6t of ewrngrs procemis wl the fereim par noy
is conductins ‘S jatarns 4iona’ seliing sperat: ory,
then moyeitico my e e o due wed from pamwapte

received n emer of the fores w mupiey “rea,




Te

i,

3.

4.

j.m -

In gon-y9ernr; on o w . M T P
sonteinmd Lm L r 5 ey e e daimt P g
herely asrees to PRy Bn Poreigm withgp 40 # v
follewving the snd of moeh Baier law pear ra ooy
saunl e per cmr.t of the net salrs prisces

of all licor wd prod «op U Surod amg owe i

by e Joint Compary during sueh FLl' M

Liconsed produgsg sld B the Tuyme Comicnv
Pa-wasnt o the liser o haresn prapted who )

e doamed Lo have Legn #0l1 whon paid frp,

If the licensnd Produc ts are ro purned oy a1 Vgunr pag
Sade thereom after the Fays . L9 thareon o »') o,
bean naid, e Jeipe Temmrary shall be ety lad *o
take wpropriate “wadit Ter guoh L dde BT T

Sgainet royuitiog thereafter serraing,

Tach pagment 13 e aede bareunder sheil W o ge
n (hoet countpy furr-neyy ow, the eurrenc; _f

We couatry 1n whieh the Purchase of caen of aga
liconned producty i resident’ ut gt place a:

Poreign o deai .,

M%fmﬂm«nmt”umm&ﬁa

shove, Ve Joint Comveny emall have the optiun of

satisfyiag wweh obiirntion W oy Wy either

(0) seouing Mully pasd-ur shires 1a we
mmm&m&mmmwh

Poreign, 18 vhieh came the shares shall
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I B S T v rat e e bl
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R L o maa ta (enrresgy )y
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6. 1
) L I T P RO T, (e arest pasmt
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shoall be borse and Aiechared by foraign, aed 3f
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e Joint Corany 4 rees ‘e wee yta tn
afforts 4o abtoin ary o naREy 8T roval for
Yhd e AgTeoamant By suttoritiee of ( nest
samntry’ a0 57 my other TunlEy, ceustres
W gree. o 8t rouBirier 1v the teeps rtor. . mPw
W oabisin tiw soneemt of any wech gucttor: iss
o the rem ttance of e omenty Ge ba T Y.
under thie Lereewent ir the event that mugh

Tutpsst w os1] e Aesssery,
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While a rat At cencae e ures e right

to produre 4 certign Frodact, 1t joes aet

neces arily previds the l.consee with tae
POUUISL 40 Knuu~how L0 prouace sueh produs te,
Aceor i noly, "he pmtent sicence wust impose on
e licon:y the spli.v%1an of mppiying Ve
Jorat Compe o vith, 1] nf e tecnitoal data,
infore «tior, Lesintance anc ANOv=how noceisary \e
wne Lha pater: riphte te prosuce ine reguired

proaoue te,

It 18 common prec.ice iDr See unient licence
AETOINEH 1 W0 CoRtAn PrOVISIOns for the supply
of all this related information and Know-1vtm ,
Where tne licansee posseates & certain drgree of
manufac wring kno.- ow, the tect nical assistance
required may be very limi ted, In ths cage of

manufac turirg industries in developing couniriee,

however, & rroat deal ®8y be recuired, and the legn)

Provisions mieht be very extens:ve, poing evea ge
far as %0 provide know—how for construction of the

nacesuary productiion faciiities.

When the know-.ow required is not toe extonsive, i

is common to include n1} he . now-how provisiens ia

e putent licenze Aireexsnt, Lut where they are sere

extensive, it nijy Lr better legal prastice %o drary

& weparste tachnigael aasistance and know-hew Agrossan .,

Separate mwmﬂmmm
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stilied for wl, {iome ML dirertly raloted e
At bunl uow of the patan: "Lty suct am conmtrietian
of the preauctiss facy liting, the wrrly of techmics

mivivers, o traiming BANLEE Lance,

!mh&w ELAPier, & wambap a® il areas (n whien
tchasenl inl TAtion, twonnteal arcietance ard
Know~how whny oy - gy by coitred By the Toimg Cownpoane,
are sutitned, - poagihle le-al elau-eg are ™o e d
whieh ol %% be w'ilises b Wl vAtent licansing

MYeerwnt or in cenvrytg Seevents,
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1t s pegea .ry sov the Jount Compary Yo

oblain powne sad srecificstions for conatrmic tion

O tuw paifl il | oreduetien facilivies,

abo il a3y Te The ‘ureion LaP ..ot Livht possess ~ians fer
Lig cemsiraction aml layout of the plant and
PG UIon Ta0) Ll ties Pecuired by e yuinb
COMDUERY, @ L Wy hiave sa PREL Lol iR Wl
areiitectural siafl wniun o8 capBuie of “roduein,
Vi,
2 1. wBy Os me.-nsary for ‘e Jeint Company, wita
the wsvistarce of the Poreign pariaer, o cmmiseion

an iedennodent Cirm g OB L LIAE enTineere 49

design WNe prwma.tin acill ties,

Jo A Purtes po ase lity 18 for tie frmnion parwer .0
mem:hmm the plans «na opeuil.cations frem
1riepondent won.o.8, and mace them availeble ¢ .l

Joint Commany,

Okl Gome of the wde votue™s of the Jeint Oempany
8t this stage rirht be 80 resiveeg
1. %o obtarn we reruinite plans at the
lowes. ety
Ze %o engure What e .8e1.1tiee are sfesmets
¥ «o.itsy preduciion “ecuireatey
Jo 8 camure that the facilities srv oupebdle

«mmammmmm
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4 % ensure that the failiticn are of the
latest, mont modera, and moat sconomical

deaigr and SRy truetion,

One of the By’ sppreacoes for the Joimt Comparny
oAy be 9 regquire the fores gn par trer to provide
all of the plans el., perwmitting him to obtain
them from whateve. sources ne "LPAL choose,
includiag any plans which ha might have on hand ,
Conmulting ensireers mignt e required to adapt
*xisting plans 0 the new site, otc., Wt trig
vill e less cosily tham sartiag afreeh, and
Neh savings b poised en Lo the Joint Cempany,
Sueh savings may be reflected in o iower prioe
oFr in lower ruyalties patd by the Joint Company,
T™he Jeint Compnny will be able to prowect all
of ive Previously cited interests thwren g
oontres tual wndertakings Wy the fereign partaer,

Poreign shall f.raish 1o the Jeint Cenpuny
Gotuilod plane, pecifications, blueprinte and
oWher date and information Safficiont %o enadle
tmmwanvwmmm»mt
Produstion fosilitios ot (address of of to ia heet
Sountey Jeapatie of predusing (mentitg) por
poar of (lies mm.mmmm
fesilities shall b sapadie of Wing altered, added
hwmhmmm ” o0
 tnorenes We predustion of We slove said
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products or to adapt the facilities for the
production of other related or sieilar products
as the busincus exigencies of the Joint Company
may from time to time recquire, and shall e of

the latest, most rolarn, and most economical
design, an! chall be capable of produging the

said Droducts in the moat offiefent and economical

Tashion,

Foreiyn hereby warrante and guarantees that
the said production facilities shall satiefy

all of the above raquirements,
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Efficicat means of conetructing ‘Yo productinn
facilities, wrile at the same time fAXimizing

bonefits to the voge cuantry, snould be deterw.ned,

Conatruction will usurily i1avolve two main phasesn:
firetly, construction of the slart; and secondly,
parchase, const™uction, assably und installiation

of the required wachinery and equipnont, Thene

two phases may be uniertaken either teparatel;,

Or together, and in the formur case, the reeponsitiiity
for cach might be &8sumed by eitner the same or

different parties,

Where the plant 1tselr ma; be of standard spacifications
it might be practicable for the loucal partner to

S8BUNe & major role in having it constructed according
%o the specifications agreed upon ., the foreign
partaer or ¢ nsulting engineer responaible for t\heir
desigh., Thie practicability may arice from the local
partaer's knowledge of local conditions, contractors
and persennel, e Greater expertise required in

area, In both canes, hovever, the expertise of both
Pertaers vill be of such benefit and their cooperation
- |




In all aspec , of Conulrictien, the ost cowntry will

bena syt frop PutainLng as mecth of the msterialn ani
2.

28 many of the per-gnne! iosdly., Inm wddy bion, the
3.

Joint Company .1]1 bene 3t most %f‘%m approseh

Decinu e of Lhe Cheapar costa and the convenience of

having local ;uple wro ranm do fol ivweup anl repa kP

worv ,

With rnis knowledge of local conlitinng, the lecal

Partres will be & good josition to Assaet in abtainang

@ reliable contraciar s subtonirac tors, ae well ae

In earrying on lisiron work w: s them to nelp evercome

problems as t.i¢y arime. It may thercfore e Msrentle

to stapuinte that the focal rartnar must o ther Lpprove

Ea

the contractor ani/or Wwirontractors, or at leamst,

y that il is nie oLligntion to aemist in thair selection,

A provimion may alse be inserted tha i, wherever

possible, contractors, sulcontractors and wirRers are

to b from the noat eountry, and that sll materials,

¥ Price and quaiily being equal, shoula be obtained

Another prodiem is to decide 0 whom the centrasters
(¢ should b leglly respensitie for constrwctien asserding
(¢ to the spesificatieas. ™ey might b prisarily
respoasible to the Joint Company, to the foreign
pariner, or to the censuliing engineer. Ia the latter
twe instances, such partios aight ia wrs ‘o sade
respensible 1o the Jeiat Canpany.
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It ie dafriouie oo FLET L het iy we appre.ch
Y e beitar tan AROLIRL, L 0 f the comtrac lor
¥ econsuliing v inecr g FORLanRible 10 the fore: =
Parimer, and he Forar gn partner 14 respeny bie i
Warn te the oy T I P T DAE rer w4
BAM wap®i Live aili Ly gn . CUU L Bl el b Aoaw, 9
that the pro e, o facilitien confarm te )
Foquirements and the jogpe ey w11l Bave rewdy
TECOUre® Ageine' the for, = RS A YT T

compiiance,

One way to pros.ov ror N R T ET™
profuction fao il ties PE oa Y lurneney® gomipae

where the Production fa ilitieg are Lurned ovey

to the Joint ~on, WA eonplets werking order,
Another is for ine Joint Cempany to unlertake the
sonatruction throush the ring of the centrectors
& subcontractors on |y o, and te smtisfy iteeir,
SiWh Whe assistance of outuyde Cxperis wid/or emperty
fren the fore o PATIRIT, that e facilities satiafy

We requisi te standamd s,

Begardless of viat wppreacs is adopied, it may

¥ desirable tat the Pereign partner be leglly
rospensidie o he Joiat Conpany for assuring We
sompletion of e produc tion facilities aceoniing
» e reguteite standards wnd pecifications,

nd Ve fervig partner can Wen e left relatiwely
free ® wter inte whet guarentess it might wieh
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Wiln respect tg the conglraction of Yhe piant amt

the prod.ction fa tlition, Poroign and Local

hereby 2pres ag follows:

Ve

2o

Poreigr *uvll mwewne full responsyd it ey
o the .ot Coviany “ae cTrirv e Shiet tee
2lant ant peuiyet;on facilities conluim
ot required fpecifications ami are

capable of producing the reaui red produc e,

In e CORIIMuG tion of the plant and product;os
facilitia, Poreign smi local agres 1 use

Rt effort to ABEUre hat ox much of the aaterialy,
Squipment and muchinary ae poesible are obtained

in (host country), provided there ie me saerifice
in quaiity and the costs thereof are not areater
than the cost of obtain, 2 them from sisewhers,

ol Lo arwure that ag nany of \he contrectors,
subcontracte~s, workers amd omr.mrml

mgnged ticreia are nationals or residents of

(host country),
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Co  WPPLY OF "iZ i o CalTENT

Foretsn shall “uri,ey to the Joint Compary
e Mvice in Cun.setion witn &1h proomen
of o Leg s, s uat a7 congtrne tiom

@l w. LR I T N T 3&’!;

40 Sivies wilh respect 1o the #poe i Pypatigne of

squipment, placesent of srdery. and .4

awarding ol oo re. 1T T

Jo amd mhall revies 411 plame, lay-outs,
designe, Mis v contreats for the

pply of equipment i PRCI L BBy,
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Poreion srall Nrrish e the Joint Company

all the necessuy Leonnioal @k L% Moo Yo
sopemble ane yastall the wou ki pment avd B mery
in the plant so that 11 will Fumg Lion im the

M ner reguired ia Lhe Bpee i Fientsone,
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Poreipn shali Purnioh te e oirt Compary
shi of the tepmegang Buta 180wy bian
ALY Lap BECRREATY L0 agm re tom LI GRTIR TR
BPATBLI 0N wnd  wl nYen g gf e nachnery

WO Mo ) ey 4 LA L g

(8) & lis® of pocomr g llan spares;
(6) lwbri ation .me LS RET LT PR
(e) dota;led OPEFALINS LRBLruC L) g
$
(8] detmsted monuals indiesting the
Con g U1 o and agmme vl of eaen
Bodsl and type of MBI ARETY A Sapid e
went:  we
() imetructions PeEarting starbeup and

BP0 G oogens




Pore.pr shnl ]l Pupe s o the Joing Cwmpr my
techntosl Lecle rg gug H¥Ire an all mugen e
Foparnt ape ooy, an FAE L LIRS, e Wyt Ly bamg
the percra.ity of tre Famwiving,

sehadaling, matery | e s Lions aal L TSV
Bt proodud Liom Ye luihn..os TELACT Lag Wy

manaine are of tne g Gl g
raslity cor rol ami preduct,on i baam . ng;

method s, s ludles vy atoer Indastriag Ry neering
Alivities in connection wits L WML i LG,
plannin;, training ef peraonnc ., and deve | opment

af GPETRIAAG pruct.res and sFuetires 10 nptein

Vie mosl efficient upa of ine produc $ien Fac i lition;

L

(d) recommerded sat tli proasdures,
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| , Tod that e mage Br sty um
U T P T Fhpal € a0 Lrod s g e

T e pEwte Ya e v e R Ped guan U Siep,

hocording. v, Be " rg wer ATEBL TARCE . Poprogent L L) we
LT R T P Yo 8T pieda U to we ol ool Ry
Uk Toirt Company ana’l te sent 1o [ name of

imbape mior  tept, oy sgency or Dirmy oo e

Pare, gy mgin sreduction pont) fap testing

W mooure tee.r HEDL LB Wit the el red
Stlandards wmi wpoaeil, -y L1098 amd LAt they nave
Woan oy rac ted ia v opood and werimon ] ke monARY |
e the Jogimt CTompany iall mave been furni shed
Witk & guarwctes and warraniy of the watiefsc tyon of

moh oo 417 oms,
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Bcaume 1% 1 most anlikely that the Joint
Compary will have 11a THn reseirol and dovelopmnnt
fac.lities, 314 4a neceusary that 1% m able to

take advant s w of al] new deveiopments avallakble

to the feroy,m Jartrer,

Faressn shall during the tery of Wi g Agreement,
provide to the Joint Company al! technical
infarmation and 45014 ARCe A% Bho 1l be nscorsary
to keep the Jojat Conpany awars of, wurrent with,
ani abie to effec '  .vely utalize, the latest
development®in technology #pplicable or relating
to the manufacture gaje or use of the products

which are t b produced by the Joanmt Company,
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1. Buogty o s

If fore.i;n deve lomg or Locorms entitled to
Waniufad Lere now Fres.ota, the “aipt Lompany
s Lof A T T v T RGLare fheg

an wali,

Ve Poreg, s haraty woun m 1o the Jount Com any
e righy of fargt pouon: T oareuire the
FhhYs te mane Camture ang L AnYWEe re
in the world iy ;rocucts wihiieh are not
covared by this ABreenent, and which Poroign

shall Rave e rigry W ogrant,

2. 1f "oret n grants any other license for any of
the products which are the subject matter of
this asreement or are similar theretc two any
other perion Lpon terms more [avoursble than
those 1aitwi herein to the Joiat Company,
then roreign snall forthw,th and from thes
On rrant the same such favourable terme to the
Joint Company, and the parties hareto agree
%0 do all much things ae shall Yo necessary,
including the amendment of these presents, to
Socomplish euch ond,
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Howaat e g et wms ol
AL PoLert Le tral i ng
Fromeel dn the ppers . on

et tien,

¥eut Joint venture ayro wont progia fop

trueang of the aepien o4 of tue la,ny oo i y

Yy represontiiiove  of he Tere.on poriner bith

1n the Lot country, wrd as one oF cume of Lhe

FO. 2,0 we o toarty CL1T g planin.  npresentitives
ol he foraipn varirer whe provide Orfpm Lhulom J1o by
trioning ofien do ® Ly sorein,; ag Tull-time

emp.oyess (0 wne Tain! Cempany,

The Toint Covparny wi'l wien to oblain the Logt
pasuible traitninc for is anpioyees At the lowsst
wuBle Gererally, 1V witl o ieam #XPOnBIVE 1o
have on tue job training Ly ompiGites or
representutives 0 the toreiyn partner whe

serve as enplojees of tne Joint Compuny, Tais
approach may aleo serve W foesier greater
cooperation than proviaing on whe 300 Wraining

through outsidera,

Wnile the coet of gencang mpivyewn o ke

forei/m par.ner's piant ror training and

Insiruction may oe very coctiy, it is usualiy




Tound 10 B wori w e ter 4 Lims Yoa rwetgy
of kny vognmies) B Syres, M ia0 Ry | aromen,

WRP-TFL 0P8 W e ng %) 677 W e

Prauming o ate . wnv, L1y “orslly s

hraviest niior to tne #tart-ap of sroluction,
and WMo Joint Jompany ccauli nemire LRPE I ¥
forsign purtner rages auff 21t seropemsl
svaslable for train.m, ATy W.e orueial
period, It wiy alue be the be.t Lime 1 pend
hey onuiopen: 1o tae foreig partace's piant for
treaming. Mviogrs presvidet by wa farny g
parimer for en=tiow 6l Supervision and training
will genersl'; stn. ga during suirteap and the
inibaal eparsiing period, ‘mmreaftor, 1t eay ve
found that the evecutive offizer in charge of w
Sechaical agpocin of the Jornt Company, whe wll
weally be the appointos of the foraigh partner,
will be ab'e to provide the - aquis: te additional
training xcépl, pernaps, when new medels or
products are to b proiuced by the Jeint Company,

Poreim herely undertakes to provide training
and techaical assistance to the Joint Company
wen the felleving terms and conditions, namely
Te () Prier % the starteup of predu.tica,
Poreign agrees te acceps for training
W % (saximus nuster) operating employees
of the Jeiat Cempany at 11 plant located




{e1te of ‘oreign's pluat) for

pericds of at jeast wonthn. amec,

It de usierstood that the MAX 3 mum

numbeer o ek exployrar to e trained

by ‘orerm wt &Ry onc lime shail be

and that they ghol]l Le mede Tamiliar

With w.l operationa) and tochnical

s8pects of pro'ustion as relats te or

are eimilar to the production oprrations
to be urcier tuken by the Joint Company.,

The Joint Company shall have no obtiigation
to pay for the conts of such training,
other than (o pay for their travelling
expenses o and from (“orcign's country) and
their galaries, it ALy,

Porergn will uge itg st efforts to
argist in arranming for i1mmigration visas
for much trainees, and 1n finding suitable
living accomodations at reasonable prices
for such trainees while they snall be in

(Porcign's couatry),

Por prior to the start up of production and
during the initial oporating period, which
initial operating period shall not last

longer than dayr, Poreign agrees to

Provide to the Joint Company;
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(a) one qualified produztion Fiperve. or, and
asmietante, a.. of whoo snvall be
gratuite engincers, w'o Wty L) 0y
Whelir recpunsibilitie: in recpect of
resdying WLy Tiunt and operating {ucilities
for the sticteup of Prosaction il the
initial oporating seviody shall nasume
respunsihilit, for training a1l the
operating employces of the Joint ompany
in thelir cperating func tionsg
one qulificd intividual wio will as SE
in the recruitment ang niring ol the
necossary employres andt 1 the development
of personncl and labour reiations yiilis gn
the Joint Company;
All expenses in respret of suth indtvidualg,
including their salaries, travel expensos
and living exponses while 1n (hoat country)
shall Le reimbursed to Roreiem bty tie
Jeint Company, providing that such € Xpenses,
inclucive of all taxes but exclusive of travel
to and from (host country), sha'l not exceed
per man per month,

(4) Local agrees to use its best efforts to arrange
for their immigration visas into (host country)
and suitable sccomodation while they should de
in (host country),

3. (s) e Jotat Company shall be entitled, from time

e
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busiress i es w Vb TRl e, e Doud nyg thegp
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LraveEL iy ant frow the (rggt country! By scomomy

AT lAari e ol theve iving

(

(

( fare arp Mating de g
(

PADME wa, provided b v

il 87 st BHPES jir W

ancluding &1L tawes b, CRCLadangy the gayd wip

PAssa oy, shail mot egg vt per mun pey

month,

Nring mich time asn Bail rarsonnel suppiyed by

Poreign shall be Fencering technical assistunce

. and training to the Joint Company, ey shall mot

b considered a3 eaplogees of wWe Joiat Company,
]

for any purposes mor shall Foreign make My elain
¢

on behal’ of sueh personmel arising from sceident
]

OF any other caxuse,
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m fva Ty oy i Bl e PR gy e Py
Ut puip o e p® N T {ros  wmep " Py
prwmlicts |y ated sw SEL BN TETPEN ohe e o der
Hennse “pom VIS M, v men g B LR TN V'INYY
may determing foom 1., WEOCime o upu s b
ST e Jwyey R T T LT TR TR
srviees of tuge, Bl B Pavnrimg . prooegy Tway oo,
i iding, PHEBLELT Lttt Lr L an tne LERETY
OPOrating periag of Flam: & i proadac 1y 9, Dl e
W ommnule ture the aforesentig. Pt ty g

AW wirmeas fureigr i weniroas of Providing o *he
Jainy Company the wlfo)ement, T SRS Newr ing Snrvicoes,
WOV THTEFCuE, n CORSIIOra o8 ui 'he premises and
covenants hareip contained, and the sum of 3! pasa wy
e Joint Company te Poreigm, the receipt of sMich
Poreig: doth ne. Uy weniowleige, ... . PARTINS (o«E3,
AORER AS OLLOWS,

®erel Wildiag drewing, precess Sesigne, machinery
foundations, the laywut of maciinery and equipmen t,
ond in cesperation wiw the Jeirt Company, shall be
Fompensinie for and generally see to Whe resiisation
ﬁmmammm‘wmmwm




Pareiim®s pl ) nan Wl werke. 4t @oe gnanty RN
eB a8t Gf Lne Ye, bowy AR, e, gy

(), neral o tfer bt b amt P sod 4

) e ral pige Fuor (5 20T RESEINYY Furad 3 L1 on

(w' ia out or B luria, poant

e) pramc ooy, recticn of mach.nery, woels
) ' *

JES . Tragure; 4 1 4. PRI e dhpr Y NNCE ey
for produc 1y on
L I S TV AR, e pese b
lant eguipment ars g, LSRRI 3 VTS gy
Plamt eaquipm 1 ay paberanla for ¢ ge treal prrenr
Wil PME supply
;OmRCRINe torle
R S PR P AELidar, plant ang o M pamen 4,
Sy teola, mrt patier .
of fice Pittam, » gay fare type
erecion ard nrialletion of plant egu)pment

ali Wirin, ang vlarbiog racuired for the factory

Poreipn ehali ronder suen assistun. e ag nhall be nesess
ary to enable the Joint Company %0 ynvite tenders and
word orders for t.a constraction and o) le tion of the

plant and production Paridivion,

Poreign shall mane aveilabie the BRCHABHATY POTSONNS ]
t6 the Jeint Compary to imspect all the work during
Progress a: may be necessary and os delivery to the

Si%e, 10 supervise erection and installation, w0 in.pest
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B unsary., Faragpe ohy B80 Lo de Lhe e ey
#lall Lo esnuure the o Boar, et required oper oy, n,
of the phaety w o e el Ll he svailnole 1y
the Joiny Wiges Y TP e tart @l o TUlrar tion wnt,
e end 91 the a1, TRArATIon peli. . wiigh oem,d
aitial aper sVing pery ot g0 b %t eagt ‘e
afber compleuion ol tha Typ,e Poodagtion pun of 0

least one of e Livensed prodicvg,

Poreisn shall Perfomm 1%s Jutier and fanctions wndep
this agreement .5 &0 4 WAL As Lo ensure, and
Porei g does nereny WAFTLAL and giarantes, that after
e (inal preduction Tlage ws bewn Poached, L pi.rt
and production factiitiou shull be capable of produc g

&t leas: (aumber) of (#pecify produr ta) per year,

Poreign shall exarcise o high stapiard of care and sn.. |
b liabie for My negiigence or failure to m:?i?v
above production specifications,. The liabality of
Poreign under this Seeement for failure of the
Preduction faciiities to achieve such standards shall
consist of all losses of Profits occasioned to the
Joint Conpany %0 the fallure of ‘he maid plant and
Production facilities & Muet these required standards,
Plus the cests of altering the ‘acilities 50 hat they
W Vo mch standards,
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Poreimm witl movs te o prov, e 8 gae toyny
Company 1 project o fieegr oo guct oip g wippor 4l
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MeCeLT T to e e @7 tive oy am Lo non el

Whe exseuting o0 e gork ant oL es regs e grecal 51 le

BUPETLE 0N,

OLLIC: TONS 00 oo by,

Mo obivgation: of tie Jo o0 Jem, Jowreupder gall b

2% [ollowe

(a) %0 pay all snir.ey an CEPCTECH S LD pew e )
pruvided urdder tihye Apceepent b 11 e borme by
the Jownt Torpony,  Ser ) poy anmedy theyr samlarics
and maxit.s e Aees, noluing Loels e 3 uf
wraval to wnd frew Lie hage COUAYLE S RE AFe NEFe|n-

after et fovta 1n Scnedul. 8:

(v) to purchare lana for e faclory site, od have s

prographicai curvey theroot et ermed

(e) to undertak~ all ateps nesesmars with jecal
overnaental asutherities to ensurs that the piant
sits 18 provided witlh adequate utilitios, imeiwiing
rail ami resd tramsport, water, gas, elecirieaty,

and sewsrs and other wagte disposal laci.ities;
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(e)

W anaer wike Liepe aep ‘e Py, amd Yo sowm 114 bess
efforte o arrings or e portation of a1
BabRria B, mechime:y gng @k et reegired frg
We plant ine.wding ¢l arance G ongh - ae o
and %o pa; o a’'l s ipertaty a oy ve ARC L umy

frevghte, duties wnd 1n i T

o earrty wut in 0n june 1o wibh W gm

e otiations with comrul tene amd givi] sem o - Wil

for the Wilding, "momd en “ereimm's imy out

drawings, specilicxtions (such as boads, damen ion.,

ote.) and recomnmend tient, and will i1m this connec 41

with the a6:i-tomee of Porsign, under cake Yhe

following:

(4) Prevaration of terd r deeusen ts,

(4:)  isvitationa teo wulers,

{111) eelection of contrac bors,

(iv) emecution of centract docuren b,

(V) i8swance of orders for the Commen: wer i o
work,

(vi)  oppointment of qua!ified engineers and
Vochniciana Tor mpervisien of wark,

(vii) iesuamse of asseptamee certificate a8 required

(viid) and all such other work as is nermally
roquired of or performed by an owner,

o

¢
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The easarce of LOtY varsion in that the fforor’s torma
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Hithin 90 dny after racei o of the oririaal notics 41
offerse enall alviae the »ff-por by motice i writing
(harainaftor aa'lad thn “nobice of clartion”) whathar +v .
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that the licenses wil) apoire g DER ANy
any guch actiong; %

thet the lizencee will rotivy tae licoraor of

eny surpcoted irfriapecante,

2iphts aftor ey tiang

The licensor will oftcm incist 172t el *ea 4n pco-tent
of aome or all of the follo.irs sond 1, na cure .rte
vffect upon termination 0f tic license wwreonenty

the licensec wi!l assist in ~anco) ling any
rei-intrations there ray be of the Lligur o R ta TN LR
the licenace will discontinua use o the m b 411
nanes)

the licensee will relurn to the iicer.or 3t re
latter's expence, or elre desiroy, asitn 2t tue oo
of the licensor, all advartiring, staticnery, ane® i,
etc. tearing the maris and nwne; and

the licenses will ermit the licensor ts rurc'nee

A1l inventories Learing the warks ant nuvns, The ~aot

thareof should >~ the ' narrat raluey
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Bapecislly where one 0 the pa-trers wishes o sell Nig
shares, 1% 1s commer “ar cint venture agreements te give
a oy a® furet P an o cuaeruaa guet oae o ores W LAe
sther purtasy orf pas tnera, I e ed se Sions where Y$he
Jeint Cervany 1g cerrilier Yo mirchiiee |t own shares,
the riv: it af Firat refam, ». ~ % alos be riven o the

Joint Company,

The right of frret refusal will deperd upon the receipt
by the selling partrer of a hopa [jde offer to urchuse

Wy an outnide partv.

Ome probisr inh rept 1n 4 vyt of “yret pePusa’ 18 in
asearta ning tno hore fidea of the cutnider's of fer to
purehase, 1t misht there‘ore be mide a condition precadent
e the rieht of any partner 1o sell nis shares 1o an Ouie
#6 ar that o oy offa 8 0 Chase be prements in wootimpg

e the o her puriner,

Another possibiiity 18 that the i feree pariner mast

offer to sell 1'a shares %o the cthar partner at
spocifind disoourt from the ol Ter pries amd that the ether
pariner B persytied to then cormpiete the sale of thoes
shares %o the outasiier at the full option prise, This
appresch piwms the ather arteer tae eplion of eitbes
parchasing himselfl, or takins in a now partner and making o

profit on the tran~action. Im adopiing this approach, sy




offer to mi-chase Pece . ved by the melins pariner will
have L0 be mads asmigrabie and exe rcisesble by the

PUCCS SNOTH wad assl o Ciees 57T the OF Teres parie p,

In Sha svent that Yoreign shall rece. we g bong ?"’;a’{‘: affur

to purcnave all Yut 8ot Less than ail of the #hares %

owns n the carital ateek of the Joiat Sompary, them
Poreisn s%ull not be entitied to accert such of er wiie.
Tirstly, presenting % Locai a certifisd aopy of sach ofiar,
wiioh said of fer must be assimelie tu the Looal pAriney
and secondly, presentinc- te Local an offer to PRI B ee
shares st & d.soount of per pent from the price

in the oripinal Bona (1@ oier Lo Yoreim,




B OPTTON pTmrMesow

he primcipal advantame of tha loesl partner sbilaining
*ooptien Lo curcrise sor  or all of Lhe sk res of the
aheres of Yhe foreiem pariner 1a that 3 f the Joind
Comoany 1o Tinameinlly suceessful, the eption may be
exercined, whereas 1f 1 1s a4 failure, there need net

be anv caprtal invaswnent B9 the loeal vayiner, In

atd, tion, thne sptiom sisem the aps) pArther the right
to & sarge fubure staws 1 & sweoessnfyl venture, without
necessltating e initisl reed Cov raliing carital ard

Piskirg i3 1n ar antosted veature,

Tt wili ve recalied that ome form of possibie Jjoint
vapture arpas coment wam [or the Foreypn partoer %9 own
WO per seat of the shares of the Joint Compary feor &
goacified tuime nerion, 2fter w 1oh the lecal per tner
would have the aption o uren.ge some or s!] ef the

[ar8Lim pAriner » shares,

Many refinementis on this theme are possible, and an
option of the local partner %o purchase some or all of
the shares of the foreism pariaey may Yo utilised, what-
ever the percentage evnership of the foreign partaer

might be,




T™e three main probiems i1n 4*ilyuim ar option apresmerpy

are in deciding upon the bimimoy and e deciding, apon
the price, and in the lonal pu-iner stimining the

e oanewy £oranmn oo




™he time at whivk the local parteer is te purchase
some or all of the fors.pm pariner's siares sust

dw torm;nod ,

The timing s mportant for two main reasons, Pirstly, te
Jount Cempany will wuffer if the op ion is ssercised Soe
eariy, and fall sdvaptage of the foreipr pariner’s
coRLribuilens, such a8 teolna oy, Enow-now, isdestrisl
property, mansgarial sialis, technioal sseistance, Wreisiag,
and marketing assistance, has net socrusd to the Jeimt

Company .

Sevondly, +f the sption is ezereisaile at & Tuture specifis
dawe, the ioreign partaer may be encouraged to take either
an extractive or biasé apunronsh 4o the joint ventures amd w

reaponsibiil Cies W 4,

The period betore whicn the option Uscomss aserciseables mu:
be long enough that the forei.m partnar is encouraged ‘o

naximize nig contribmtions %o it, sapecially in tredning W

local partners %o s able to carry it on adeows,
L ]

T™his means that the foreign partner must have been able to
achieve a fair return on ‘iis 1avestment btefore the eption i*
The financial returns to the forei/m partner may be measu s
in terms of some or all of the 10i.0wing 1tems, namely:

1. dividends;

2., luwmp-sum royalties;




somtime. ny roymltises,

Wi mant feeg;

teamical aswis tance ant training fees;
Buiarien o pecunmnel provioded by 1%,
IRterast o0 Loop Lo Lhe Jeint Company;

PALregt [ iividence, on tebit cac o tal of the Jeint

Compar y,

Tapital re o1, s Trem sele #Y stares 1n the Toint

Tompary,
AACTRAS8 1R LTE w871 B P GENLYE | WOPFth ger e
From partin paiyom o %o FER L ver wube which say e

PO lee el 1 oan i ncasasi ¥n . s af L 4m shares,

To overeoma the pr o lev of theg “oomy v parimer sdopts - ap
ety tive or Llasd o ceac e e jant venture prior to aa
after the option iate, <ome of .. o ‘he following arsroncnag

might be adepled 'o acwue ale conlimming interest, Aame g

PAY o finult roy dbies Lased om sales;

pay comtimiin. interest on Loane or debt eapital,
recuire thut the opiion grice be paid out of "uture
profite of the joint Loeup gy

provide for & long temm repayment, Sssurisg et
pPrimcipal and interest obligutions be suboriinated o
other obligntions incurred ia the ordinary course of

Msiness;

specify precisely the octlipations oi the 1ereign

partrer in the joint verture agresnsnt, LWih beore

and afver, but espocial.y bwiore, the option date;
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Povt weppuit, o 4. sy By s, it el uhe Y
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LBy »¥e l@s? on by R Ade e tent gy CATLY wuoh
% & Juwige ur o, prm 7 STL N
(B) arsatisvion, end
(¢) @ ocombinition o1 o i at.0n an: arb ‘ration

(4, o court

R bLing A Lredeterr ron or L B e o o br Py an
aporosah for o b @, Bean iae 11 jg ook iiaely to
refieat e real voai.s of the shares. 1 4t 1 %eo ri,n 3t
e oplien date, the lecal PRE Wi wha. o dovrived gf thne
FIght «0 wRer.ise “1% o *ion at a PEaBiia . 8 P08 31F s
low, the loreign par.ner wiil became Ore and More gjse
interested in the aff  ~3 af the Joint Coyme

e-tion date oaPrgRchay,

Ytilizins wome prede ter-ynad f‘a‘s_wmj__; *v 1lac be too

arbi trary. @3 example, tha bock value, as determin~4 by
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the Baok . F tae coviany, may he Fac leae tham gt oal

value 3f © gimom or aoece ara‘e s do o ceiatiom B g e
faran, On the o oer onapd, the 5, my way e obuslvte st
the eptimn L te,  Puctrapmars, tha hoes value my b met

in ony L AT S . ey T e O O N T ™ J» vt

Comnpnny,

i 1Y oo value o n 409, 10 g emon be oxos lude thorel pm

} py owmba ot mn e Gy getn ). e ba mwaen an e 0333,
T T T, Moas e tante, tpade

( M, tpade g ooy R LT

Umaap a Foarey  ouo 0 aa a2 gemtoar o 1t ip.e of sapeinrs Dty

#hare mayv be ressunab. e, ¢ Tar as enrmin. w ro¥ et tea
W taal val ae 2 e e an dute, Myt ng poede s eny nod

1 Barriage rollipin mmy b e 0 o Yoo law te ref lset 4
raprdly srewo oo s epnny, B0 LD may be Ll g h 1 f Yhe Jnind

ComPAny' e o rr ir0 g e dee ymyae,

. Une of a predecarvingd nroaceasw for fiving WA urohsse
B 2

price geno ally nravite. 8 prestegt flemi by iity and

- .

enTures the resching of & reassnable prioe,

Tre problem - 1th utiiizin- one indesmndent thyrd party to

e e,

-

determine the oplios price liss in fisding 2 competent party
who i3 acce=table to both sartaara, Nanerslily, the ou'eide
party, if an individual, will r5% be a ros.dent national,

or if & firm, will not be conductings operations in ei ther of

the partner's couniries or the ho:st sountry. One solution
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1
? ™1 o= : te yne T e 19, beteean
, Para.e s ot o umin Tow o v T e o, ow pomsady (2o phreted
F TP RO R P S Tt e s wpespespaty 31 hgwing |t
* princy- .l c1f ceoat (coa 07 teald offica), (hersimatier
ealied “Vore at o0 tre orot partly ard Newsioping Country
Invent=emta (1o '8, & 9 pary i 0 et sl ander the lawe
of [ v o un o Laraoc o aaan L VIRS 148 principal
ef fioe L i 0T eGP o e repnTter called " Local®
'

XS A G i
o In connito anior o ono vellee nnd otrer pood and veluable
considerti o, v ot v hooh 1 nerely ackoowledvd,

Forerm el rants 1o lora, ard Lo any persom or

perion. de Toted by Lecal, tae fell and exclusive right
and op' or Lo Lorehase a4t $he price hove palter stipulited
e wtoaroy Looosapital goace i the Joint Company
wned by Sore o, wrd ail 20 sny nort of any sddi{tional
shares of cuch o 9tk hereaite s required by Joreism, free
and clear of ary lown, charge or escumbPascs, on the

terms and conditions nnpeinalter ~tipul iied,

2. Thic option may e cierzised by Local at any time ufter
{opticn dite) Wy wr.tton notice to Foreisn cffering teo
purchase the number ol ehareg set forth in such noties st a
price which shnl: to the fair value of such shares at the

date of such rotice, In deteiwining auch fair value,
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only the tangible apgete #f *he Juimt Camp ny
(ﬂ*ﬁimiﬂﬁ, withoyt Pimitation, ARG T cum Tnr o et

will, trade mare-, Patests, Licenses, or oiaer ypt.nq i
Pronarty =1 ®te), ¢ wriap ooty BNY eavebeld (b ae
will B takmr nie srcounte  In Yhe svent taot ‘wregn and
bocnl shill not save Beraed on mooRn Fuie yaluss witkyn

20 davm “Tter the rotice of exercize uf the aption, wisr
fatr walus #4411 Yo deterwined by {mwm*‘!mm:}y
recognised accounting firm), acccuntants, havin- a

principle place of bus rags at

Upon exercime of the oplion, the snares with respect to
which the option his been exsrcised 87 ali be translerre.
by Poreisn to Loeal and the pure 1se nrice B, awnert g
provided below, within M days after notice of auch

exercise of the option Ory An the event that the fayp

value shall be determinnd by {name of accounting firm)

within 15 daye after rotice o thair decinion,

If an authorization ty the Jovernment of (host countr: )
should be required for said transfer or payment, Local
shall obtain such authorization and shall notify Porei =
and the Joins Compary thereof, and in such event the shares
with respect which the option has been exercised shall be
Sransferred and the purchase price paid within 15 days afte
Siving of such notice of suthorization by Lecal,
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e purchases pries shll e ped Lo Sereiem at & benk Yo
o deay wated 5y Locsl ia the motiom o7 atereins of the
sptic, yminsl delivery to Leos., of & croperly szeonted
documernt of & traralep reinb.ng ' Lhe shares oovered

by thiw rption.

This cwresnent shall be binding on Whe heirs, SUCOeIBOPY
anl amsieng of ean® of the pertiogs naretn, THig
agreement aey b aseigrod by Locsl, and on ary sech

ssni mment the agsy,nes svell have 3.1 the ri hts, ang
be subiact Lo all the obligmtions, of the prastes

hereunder,

in witness whorvo! the partisp haerels bave cauwsed s

Agreement L0 ‘e si,ned by proper aigming officers and have

hereto affiyed thesir gcorporate seals,
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The parirers munt aos.re 29.0 . ires ~a 1o°
wWitheat R e eres e ing wo . Lo oal.

gerd  Yie L oentaiaed un toe N Ve o re

1t may e poosible unier the |- w of Bore yor,cdietiens Cop

# B D e tenr Feres Dor wvelus a0 ad o nee o potyee of Che

restriclions or trans or cr 0% e Coniityone in the oin
vertare sgreement 10 ace u1ve the ghooree i tha int
company (res of suech reas ricLiong iri copdl tions e any

other eculties exieting betlusen tre oint wenture pariodra,

#otice of ‘he exigting e ui .irg By ba mves g fast

or conntructively, su~h as by boing contained in the
irporporating doc.mente of the loine Comsany, «here wuich
documen ‘s are dee~cd tn constitute nstice of the srovioons
contained thereiny or by taine printed on *.c serre certifica=s
thomaelves,

Apart, therefore, from settin, out the restriciions

o transfer in the incorpernting documents, 1% 1z &
recommended sufeguard that the incorperating documents
specify that all ghare certificates are to Le endorazed
before issue, with the restrictions on transfer,

If such restrictions are too lengthy to b conveniently
inserted thereon mentioning the existence of restrictions
on transfer as are contained in the incorporating documents
whizh are open to inspection by the public.
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Vit partien harsto g, men Lhatl avan y o share
corty Ol a o o ke Jor Loy st gLl Aeve
soted 00 Lte face a 2tste ent % tow of fec

taat the o res po sy et by oosuen certificoate
Are indaed 4R ACTordaron wytn e puraiart Lo

the nroviayens 0f *his Ayreecert angd further

nooshare on e cuapital st of the Joint Comsany

SAR IR 4. way be asel, oed or Aro uferred (save and
except for directors’ gualiiying shares) wi thout
the asur e 0r B .o Telae oaecuting an agreemsnt
indieating a0 such 4z wee o trancferee adhered
to xnd w,cees W e bound by, all of the preovisions

here.f,
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The pariners mi.p% wis® 1 w0
chapere 39 YRR oorePunty or yuen by of the gliaer
¥ ¥

PAr LY ar nacAaT ot

The Jwropeag gontinalty v L. 4 B, BLOYE Trnt
aguinsl charges in oencroaip of wve 0o 8 0 capat
COmpAnYe THLS LOPLT G iz wivt B L LT A

in tue ewrerenip @r Loentity oo Yhe forer,m

waseh may BB LunlAnGun’ 10 100 LMLl i 3 @ f g o

tnto the jolnt venlure ..t oul ' sersen. of ihe Local
parwer. Thig may be lelt necespary becsu e 0 wtowas o

8 joind venture ol on tepenas 4B avied spen e poroonal

relationuiipgs Leleven tne pariners,

Chanpen in the identiity .f ine .oroism corrorars parirer
can ocour nrough 1t being anmvelved 1n oan acr uisi tion
NErEer OrF TeOrArLEALION WASTELY CORLIOL DEEBvE 17 nhow

;iners.

legally, the partaer wili still be bount Ly the joint venture
agreement, Wt will be able 10 replace all of the i1ndividu le
involved in the joint venture, destroyins t e personai
relutivonsnaps upon which the local partrer was wen relying
for an efficient and harmorious workings relationship,

Purthermore, there may b nany ways in which the new owner

oun wibv.rt the spirit of the jeint venwis. agr.ement, while
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' DU S wi# ohis wt o owm b oereafiies .
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Lty s ' " . g oy fee Lomgelll w b oy w317
PO I B S 6 4 tdio@ oWy s % Wl L TS P e W e H B
o do b e e e e T oy e Dy SRR W T
e e wfal wearahtoo onp b sffec gy st onl 6t e

foron, v portags sPegks ang (ree 11 recassl Le new

CREE . Ba. LEE mIRY wes ¥ v goopeaime oL Bws Y93 Tely

Phio 2itrrnative =ay, “cvevir, ‘enrive the Joanb Lwpar,
Of CaPiats R Baig . s Wl LIEARCRE, PR Ld woe
EROM-o, =8 ., JRESL BT oy w3t Y0 have, bt omay be
rece rRar, wooms the new owrer $f Lhe 10 elge DerLOST
Cour' 0 B8 whos.y Laoombe’ ole, suck @8, [6F 3.0 %A,
where 1% 10 sareying on Pe-inets 0 U o rame ATeA as L0
Jugnt Co oy R gomprling prowucis,

for
Another roner ity protecling memiest *a iatescantion
of ingomps* Y1 tatividinls int~ the [ int Comparv by
s forai = naptner untsr d17ferent eontrol, 17 to Trovi’e
that whanever the effe~*i ‘= conirel of the foreimm
partner ehinres hinds, sll individuals aprointed
or supplivd thereaflter Ly **~ foreigm partiner to the
Joint Comrany, including divectorrs, o’licers, and techn
assi tante and adviserg, must be approved by the local

partiner,
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Ome o Lhe m sl | reyuently axprerseed  Sestinla Yions

#ith o nb vertourea s IRt winputes o lween the

parinars ha,opf the of{ici-n. by Ine"  opuralines of
the Jeint oo omuy

Jreputea wyo pooca owitt resy om0 8 e g pdity,
coenstlru~tl »m an L P urearn oLk airt yentupe
BEToBmE LT 1 L A re, L ted i wertation, it buling
trae deters o, o ol Ahe pLonL ol L ee mrlen e
A
]

CAaF ome anotter and the ot om0, It oua

diffreuit, 10 ot 1spoamile to drall e joint

venture agresvent n oaffioient ieiatl te vope with
all ceventuaiat.es any "o reguadate {ully sll sepecis
of the oint venture relationship., 1o addivion,
evier the most ~orefal iy worded agrewsent will be

&ul ect to some ambiguities. Furthermore, charges in

lawn or economic or political coenditions may require

a restructuring of the oint venture arrongement,

It is essential, therefore, to provide procedures by
which the equitable settlemcat of disputes can be

sxpeditiousiy obtained,

Four approaches 10 the setilement of disputes are as
foliows:

1. informal agrooment

2. conciliation

3. arbitration

4e WwMAm’
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It 19 aziomt,n “hat tha vogy wypromen . {or the
pariners Yo settie dirrites uy mutaa; SAT
#ithouw't recourse e mor forwalived pricedyres,
hiie Mmoot disacrecments will b resolvd og Lre
apot, 1t rav be ronesdored ugefu, Lo irpert & clRune
in the sgreesent proviting {ar tne co-ppera’ion of

the partios o wchieve Lhis snd,

The parties kerolo amcribs to the PPIRCIGL M Lral the
expeditious and equitanle wettlement of Aiprutcos
aricing under this sereemert 18 to their mutual
advantage and is in the best interests .7 the

Joint Company, To this end, ihey thercfore agree
Lo each use their best efforis te resolve all
differences of opinion and to setile all disputes

through co~operation and consultation,




W e

*

gy & oyt LR : : B T .

[ o L i @ R

N AR R . EaE
perts I O R R T #% 0 el B e

(W7 A S Bt Re e e T e

T Toodm g famons o B AFLE LG Lol agre cwmmml,
any wther perov s 50 g0 wait on tee serfaremaes [ any
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parly mlell giv T E BLhor pRPLy WPillew anticy

spec fyine tee ree e le om Wl & telanlt 38 ] eved
to exiet ard ro. L iry upen 5 n et her baPly Y9 remedy
that delale, ‘nless the sotter 13 Dirrened o by
agreement withia 30 gavs a"ter the receipt of sueh
notice or sues lunger per.od & mmy be agresd to By
the parties, then the compiain® may e referred 4o 8
Conciliation "ommitte urder “lause ¢ heveof. Any
comp hint which either varty dpes not wish to refep

to a Tonciliation Conpliton, or whioh ¢ Aot




Gnterns med b B el Cw oag w1 B e, 1t yep
Comaes 2o on s Ghem o w oo 0 < f oy S S ppmt pabty
B Rt emc am e Bape ag ey oo B,

Sy i [ S [P LR A YT LY I R
Plwars o Bep® o Gy wePoE TP T w mm e ® fam Lo
vuforend o & % ccd m Rt en aEt cw eomroesd
af oy aembere, Le.  ae oamiod oy egen Fy, ohgae
Fally e, . - 4B awe s @ Fy ., ont . ge ] v e @ LA
g % wt, P o PR RM ol L bee 40 Rer RAwle
Bl vl rampeoed s g o8 B 0 o Pt e sha oy o
& ruling wilihin Yhews wostne «Ff Lom dpte ugn gk e
Gl somp i &iBt WBe Prreeres Ya ¢, Phg pulieg op

arduy Lo w Byl ey s e ol g,




W WS e

5

L ¥

&

St @ wew G Y €% v glet

o Cwf e d Pty "e artieu B, REVe

I S S T SR S R e

T ac by teat R o P af be g ickly LB e
#ithe b The ey remeal, BP0 Lo SEvs % Seupt

desiriens, of asaii mr ar-sals .o higher eurds,

"me rostn of ary.‘ratiss .1 genevally bs eee

than the costs f teart oro-eadings.

Spwiipat ion ppoosd arer oon b sore Tlewible Shan
thooe of courts, suek Be 18 Peapeets of Lhe Ciees
of sitting, the proper lae e %6 spplisd, the
imtrodaetion of 7 08, and b8 enmering that the

arbitroter nat porscns] sspertise in the field of

Yam &1 ot
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™ree types of aPbiiration sgrecmsnt are outlined

Bereal ter as indiestionn of some of the posaiiie clauses
whioh wight e wiil.red by Lhe yartiss, The
pecommerdation I8 wade a8 to which wight be best, and
will sa* cpal .y deond an the pegairements of the
partion, 1t appesrs, howsver, that i mest coustries
wheys arinipaiion is well doveoped, sue’ o9 through
the sxintence of sodified arbitration Piles, that
shortar aoresmnis intorcoratine the looal Iaw, or

sise the apbitration law of save Foreign jJurisdiction

or body, are guite anpropriate,

™he semnt WS Aot Been unfPequently wade that once
o Slopute pveacten the court or arbiirstion stage, iLhe
parsasrship srranpesent e suffered a fardamental
ond portape irremedinl dreadewn, This is not
NPLBERLY Senseqience, Nowewer, and previded the
priners dorive swtunl adwantages frem com:inved
partisigmtion, SPe cowrt o arvitretion decision may
provide & aow fowndntion for so~eperetion and

1. (a) sovirmetion in scserdance math the provisiens

of \his Clowse shall be the sele methed of
0 is Agresmmas arising swt of, o
of Wie Agrotasst, e deteruinatien of the
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(¥)

(a)

ri o mte vl obligation o L parties
Beva . uer, o or e ration 80 wild Llause
aml wnich 13 el ther reesc.ved by mutual
agreers .t ar by Jorci.istior as celerred to

alOVe »

Artiretier troccea 7. vesby be sratituted .
Yy oo onotaienoam owon r 7 tivun By e

Compd b oant AL T L L it

1# ok dye ate caLata . Wh teghnical of

ROQULC Y mE mHeLT DY Yy 1D T T Ly agran ant

Feuann, the o tie 0 ro o =aTarred eithar o A

armyte gapert or o oa body of tireg oxporta,

of whor two ghall P oappeinted br the

partics (ore by sac.; and the thisd shall m
appointed by mutual conseni of the sald

parties, I the parties do a0l agree upon

the asin le ¢r the thiord wxpers, the other

party ray *reucst he sirceter of (nme of an
internitionally reco.mized vechnoiogionl 1natitution)
wher the questicn 1s 4 techaical one, or the President
of (name of an internitionally recopnised acoouating
institution) unea the cuention relates to accounting, q,..;,

to appoint the ainrle expert o the thisd expers.

10 durin; the proceedinze bdefore an expert

or exnerts acting under Peragraphs (a), (W)



or (¢} of this Ciause, there arices in the
opinion of the expert or ecxperts or of either
of the parties, a question ¢f law (which

expression shall include ary quostion as to

the interprotation of this joint venture
agreement! the determination of which 1a

nacesoAary Lo & decis.on upon the technical

or accounting quegtion in issue, L~ Juestion
of law ahnll, if not deternined by a/Teement
betwern the parties, be submitted to
arbitration uader ‘aragraphs (e), '), (p)
and (k) of this Clause iy the parties of
sither of them, either upon thuir own
initiative or at the recuest of the expert

or sxperis,

(@) 1f t\he parties do not agree that the dicpute
shall be referred to an expert or experts under
Paragraphe (o) and (d) of this Clause, or if
they do #o agree but the aprointments provided
for are not made or a decision is not given
within the time limited for the purpose, or if
in the circunstances set out under Paregraph
(4) of this Clause, either of the parties
soeks the determination of a question of law,
sach of the parties shall appoint an arbitrator,

‘mm twe arbitrators before proceeding to
mm appoint an uspire who shall
dont wmmemmm.

s

E
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(s)
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If the two arbitraturs cannot within ) daye

of the institution of the pro-eedi agree on the

person of the umpire, the latier shRil, if the
parties do not otherwise agree, appointed at the
request ¢f c¢i‘her party by ‘hff President of the
International Court of Justi
If one of the parties d rot appoint its

arbitrator or doss ny advise {he cther party of the
appointment made Vit within days of the
institution of ﬂ;«mwiw, the other rariy ahall have
the rigzht to apply to the President of the Intermmtiocal

Court of Justice to appoint a Sole Arditrator.

The appointment of an umpire or sole arbitrator under
Paragraphs (a), (b) and (¢) of this Clause shall be
within the complete direction of the percon suthorised
to make it, and the cxercime of hie discretion may not
be questioned by either party. The person so appointed
shall not be c.oscly counected with or have beem in the
pudblic service of, nor be a national of (jurisdiction
of incorporation of the joint company), the mations in
whioh the other partiss to this Agreement are
inocorporsted.

If the arbitretion is referred to the Arbitration
Board, the award may be given by the majority. The

parties shall comply in good faith with the award of &
sole arbitrator or of an Arbitration Board.




2.

(a)

(v)

If the party liable to exscuts the final

award given in accordance with Clauee | of
this Agreesment, feile to comply therewith
within the time epecified for such award for
compliarn e or, if no time .m there.n specified
within days after the comunication
thereof %5 the jarties, the pariy in favour
of which %he award Las been given, shall be
entitled to seek ithe turc.nation of this
Agreement by a decisior of the Arbiiration
Board or sole arbitrator made in accordance
with Paragraph (t) of this Clause 2. Any

such decision shall he without prejudice to
any secruing rights and liabilities arising
out of the operation of this Agreement prior
to its termination nereunder, including such
other righis, sums or damages as may have been
awarded by the Arditration Bcard or sole

arbitrator,

The power to make the decision provided for

by Paregreph (a) of this Clause 4, shall only

be exercisable subject to the conditions

following, nasely:

(1) €he decieion shall be made by the
Arbitration Board or Sole Arbitrator who
sade the final award concerned;

mmam Board or Sole




any reason unable or unwilling to acs,
4 the question »f termnination {or non~
complinnce with an award rhall be
referred to arbitratiou in accordance
with Cla se : bereol in th  manner

N provided for detersimazior of disputes;

(¢) no decimion terwinatiig this Agreument shall
be made uniess the Sititraticn 3eerd or Sole
Arbitrator shull nove firgt prescrited a
further pericd (=»t '+iry leas than days)
for compliance «ith tre award, axd after the
expiration of sucl further period shall have
found that the awardi has nct then veen

complied with,

B. Compler Agresment: ‘stcnci o Arbitration Pules

1. Any dispute arising under this Agrecment vhich

cannot be setiled miciuly shall be ubmitted to

arbitration in acocordisnce with the Arbitretion

Rules hereto following.

2.

(a) Any dispute ws-m@ under this Agresmsat
vhich cannot be settled amicably shall be
referred to a single arditrator for settiament
by arbitration in accordance with these Rules.

(v) Any one or more parties to this Age




-m‘

(hereinafier referred to as "the Claimant”)
shall serve a siatement of Claim togsther
with o written request for arbitration on the

other parties to *his Agrcement,

(1) Anv ~arty +5 a dimputed Agreement
receiving cuch a Statement of Claim and
request for arbitration, who wishes to
take part in the arbitration procesdings
shall, within 30 days of such receipt
(or within auch sxicnded period as the
Claimant may allow in writing), so
notify the Claimant and serve on the
Claimnt a Case in Answer to the

Statesent of Claim,

A Case in Answer may rebut the Statement
of Claim or, in so far as the nature of

the Claim permits, support it,

A Cree in Answer may e utain a counter-
olais ard the Claimant may within 15
days of receipt of a Case in Answer (or
within such extended period as the party
serving the Case in Answer may allow in
writing) woivo a Case in Reply on the

(¢) Ang party receiving a Statement of Claim and
request for arbitration, who fails so to

o

R and w0 to deliver a Case




in Answer within the aforesaid time jimit

of 3 days (or any extension thereof that

the Claimant may allow in writing), shall not
be entitled to take part in the arbitration
proceeding: t 1t shall neverthel ns accept and
be bound by any award made in the course of

those proceedings.

(e) (i) For the sake of ccnvenience and with the

object of minimising expense, the
Claimant and every party serving a laee
in Answer (hereinafter collectively
referred to us "the parties to the
proceedings”) will endeavour (but wiil
not be obliged) to agree pursuant to

the following subclauses of this Rule
upon the appointment as an arbitretor of

a suitable person conversant with the law

of (jurisdictiion whose law is to govern)

and upor any proceedings ! ring conducted

in (host country).

The Claimant shall propose in his request
for arbitretion the name of an arbitretor
and the country or place where the

arbitration procesdings will be conducted.

Every Case in Answer shall state whether
the party serving the same accepis such
proposals and say contain counter~

proposals.




(4v) If the proposals mad. by the ~la.mant

are accepted by s 0. L o other parties
to the proceedings, the Claimant will
ANpoin’ as arvitrate Lhe PETBON B0
propes 4 v pinonad wha o oasdings
will be contucted in the BOUntrY 80
proposed by him, Put, if the Claimant's

Propoasis are not scoeutoed gy al! the

other partier 4u the procesdings, the
parties to the proceedings will by
unARimous aspermant, within the period
of 15 days next following the sxpiry of
the time limited in Pule (iii) for any
PArty to serve a Cage in Answer (or
within such extended period as the
parties to the proczedinge may jointly
agree), appoint he artitrator and
choose the country where the proceedings

are Lo take place,

If an arbitrator (whether appointed by
the parties to the proceedings or
otherwise) refuses to act or becomes
incapable of acting or dies, then, within
30 days of such eveat, a new arbitrator
will be appointed in his place by the

% IO




17 the parties tn the procoedings are

ever unable 1o reach unanimous agreement
on any such appo.nimeni or choice as
aforesitd within the time limit prescribed,
Phe genelrtoeent or cheice in question

will be made at the request of any one or
more of the parties to the proceedings bty
the President of the Internntional

Chamber of Commerce or, faiiing him, by
the President of the International

Court of Juatice,

For the avoidance of doubt it is hereby
declarad that notwithstanding that any
sush appointment or choice is made by

the Preeident of the International

Chamber of Commerce or the President of

the International Court of Justice, the
proceedinge will nevertheless be
regulated by and conducted in accerdance

with these Fules.

(f) The Claimant will be responsible for » --\ying
the arbitrator with copies of the following:

(i) these Rules;
(11) this Agreement;
(1i1) the Statement of Claimj
(iv) every Case in Anewers
(v) any Case in Reply;
(vi) al) other documents which the parties to




(g) (1)

the proceediny: or any of them wich %o

pat in evidance,

The arpiirster will detorsine the time
an’ place (being in ‘e country or town
choga: for the arvitration preceedings
in mocordnnce woth Hale {v) of every

Wi% and will #fiord to each of the

pariies to the proveccings an apporiunity

for an oral hearing and the rigkt to be

represonted ry ame or more lawyers, The
arditrator ohall conduct the proceedinrys
in priwate and, subject to the provisions
of Rule (ix), shall deliver a signed cop~
of his award giving his reasons therefor
to each of the pariies to this Asreement

within 60 days of hiz appointment,

Subject to there Rules, all matters
re’ting to the comp tence and powers of
the arbitrator or to procedure shall be
governed by the law of the country where
the proceedings are being conducted.

Bvery award shall be final and the
partios to mkw& shall carry
out every svard without delay (provided

that the arbitrater shall have power to
mm in w avard any clerical




(11) "ne part.ss te this Leranment wh i ve

iheir righte to any form of sppen

Araingt an award in so far as sy suchk

Wiiver may be wmiid,

e resameration of ihe BPLLtrmier shall

be determined at the time of Wiw

Appointment by the partiss oy P PROn

Appointing kim and the arbitreter shell

b emtitied tp be paad Bl reswverstion

before deliver. of any awerd,

T™he parties t- the provesdinge shall be

Jointly anrd secerally liable te Yhe

Arbitrator for the full amount of Mg
resuneration but, as between thamee | ves,
they shall bear the amount of ouh

Femaneration in the first instanes in

tqual shares (thoush without vre rudiee
to any right of subssquent peinbursement
arising by virtue of any direction or
order with regard to cests given pursuany
to Rule 11),

(3) The costs of any reference 1o arbitretion
mxummummwmmm
mm%m»mummm
WRaner those costs or any part thereef shall
M#Mwmmmuwmﬁm%&wm
Smount of such costs or any mrt thereef S0

b it or borne,




Towey oo apenty seat te o any wiriy to &
fimputnd fgreemmn: to BRGLHBL wuch garty
-y he sent by ordinmry sremmid (et er post
Bty whers ar sicmmil service 15 svmylable,
Ve will o0 woeny vy Lirwai. pret,  Tvepy
doe sment se sent wy o b deowed for ine
PUIFpOses of theas By.mp 4 e s gepeed
“on the pariy 1o weem ;4 wal sddresped g

the Toupin dity 3"ter 4 was P Yo,

by dispute, 417 ferense OF question arising
botwsen Foreign and  ses BORCEPn I Rg She
Senstruotion, meaning or effv-y of this agreement
o any part beres! soa.l e reforrsd to a wingle
arvitrater if Poreign and | sus| Agres ipon ome,
Mmummmmquwwtw

(3) arvitentorn, one 4o be aprointed by roreigm,
0 4o b appuinted by Local, ei eme to be
mmmm‘wmammmnmmw
Pereign and Leeal,

I ooy parvy (norein called the "appeinter™)
Mmgrmnnmmmmmm
MWMMMWWMW
We sther party herete sither 1o agree te sueh
mwmwmmmmm,mu
mammmmmmmmw




'

ten (1u] dega of ihe receint of the ¥ipet
sentionad melice el iher agrening Lo sweh
Appointment or moviag & secend oPbitester, the
SPPpo i nter mey meke spplicscien ve 4 adge of the
Bagreme “ourt of ([ et ewnc ey, for e

appric mme  af 4 vecond arcitrater, sad 1ae

w et @PLLLPRYLT %o Apoo . ntad shmll be dessed

to Be the arbitrator appeisted oy the ethes iy,

If the twn arbiirators are gpabie te t T Y
Lthe perean to be wmasd a8 Log %mﬁi wBg & rabar
either of the s d arattraton my wmee appliontion
to & judge of the Bugreme ‘ourt of nost seuntry)
for the appointment of the third ardviieeser. e
docision of the majority of .he tarce aridisnters
56 arpointed shall we Fimel and binding on the

mrties hwreie,

™e provisions of the Ardvitewt.ons Act of (Rest

eountry) shnil eppiy o aay sweh aFbi Pabies,




Por the rencome smumeratied in the last section, the ase
of st proceedinee o set'le joint vembure A3 sputes
mmy Wo found irpic sic oL (L im capesially ieportant
et dlaputes be wsoived quicely, veause the partners
are farced te live mmz%mﬁ and the disreption cawsed
W oan wnsetiiod dioputs may make such ~ohebitation
extremely 4ifficult with o concom: tant upsetting of the

'y eperatons,

Pres euperimmce, therefore, 1t is uvaslly net

resemmended thet Clepites by Jeint venture PRE N Y

with the jeint sommny or with each other Lo left %o
Getormimation by court procsedicew,
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E. QOVERNING 18y

Where the partnera do not agree upon the settling of
all disputea by arbitration, but decide instead that
each shall have norm | recourse to couris of law, it
oust be lctermined which laws are to apply. Im
addition, where arvji™ution is chosen, it is customary
to specify which law shall be appiied to settle all

questiors of law,

The proper law for tetermining all disputes arising
out of the joint venture agreements, including
interpretation of the agreements themselves may be

the law of

1.  the host country;

2. the foreign partner's country of iwmﬁm;

3.  some mutually acceptable third country or
Jurisdiction;

4. certain rules 6. internstional law.

Because of .is familiarity with the last country law,
the local partner will usually desire that it apply.
Since it is the lav under which the Joint Company is
incorporated, it is also the law which will mest
naturelly apply in the abeence of any provision to the
contrary.
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Ona oroblam whieh may ariaa onm sece £, Lhgr i,

hont coyvntry law shall Wy oam bhat T e ey
VONtOTre AL cmente ara roeegtad elurwhrra, gee of +
arinary tu regidant ap - TOTROrsL o Lhaee i g ae
Lha parfor-mars 1o ta ¢ wlamn s ST B S S T T
Jurtediet vor myont dae ia gt i g AR S UL T T Py
ta dntarmian an Yiesticne qrmepd M

& .

oy "*&1’3'1%;“% » %;_*ﬁx& ;&’gv&i?:iz;{;“ £ang gom ‘“Mq}wl: PR pm,"‘:{‘"*\‘

the Jovnt veatire e ament oyt o B AR ERE R

TYmoars bn anmhiacd aden 011 of the tamiimen oo o

Tt G Sha hant gy

Uhe-e tha Taws of the hort ~o ey arc eomedaped b e,
mariapg ta b tasiamante, 9 tpn o gr arethap e orw
are salactad, Y 16 bact tn caease arbifraties fam ona et
mant of all digpites, and 1o Bimlate Lhat ar o viactiser aen
to be dectded acaopding to tha lav OF that Gglhar saripdiecca
In thie WY, Lhe bant momtey lawa w1t pat baos o thyman o0

applioation nless tha reirin am~ime Jarisdietion sneippe. oy

the stisalation *hat all ~ueasiore are to bo decityl 1y

arbitration,

Besites srovidins that the laws of » third iariedistine :

are %o avply, s further Possibilit; (s to stipvlate that

soma form of interrations! law ghal! analy,  Thig araegen
hae beed plontad in at Yoggt on2 lar~o ioint wambure, and

has certain advantasen $a offer ir




multipartite joint ventures where the choice of

the law of one of the partner's countries might

appear too arbitrary,

4 1. All questions r¢lating to the valility,
CLA

construction or perforrance of this Agreement

shall be governed ty the laws of (host country).

2.  This agreement shall take effect as a Deed made

in (host country) on the date when it is

executed by or on behalf of the last of the

parties hereto executing the same, and shall

be governed by and construed in all respects in

accordance with the laws of (Rhost country).

3. In view of the diverse nationalities of the

parties to this Agreement, it shall be governed
by and interpreted and applied in accordance
with the principles of law common to (host

country) and the several nations under which
the other parties to this Agreement are
incorporated, and in the absence of such common
principles, then by and in acoordance with
principles of law recognised by ocivilised
nations in genersl, including such of thoee
principles as may be applied by intermational
tribunals,




CHAPTER TEN
STANDARD CONHACT PROVISIONS

In addition to all of tre other srovisions, the following
¥

are some ¢lnuues

hich 1t may be found helpful to insert

in the joint venture ... relited poreemants,




A E A\r %”?! %&

The parties to a joint ven‘ure Arrangrment mayr be individuala,
corporate bodies, rovernments or roverwmontal agenciesy  the apreoments
say be divartite or multarartite, In many ingtances, the local partner
will be a sovernmental apency of the hont developinr country, such as
an induatrial develonmant cornoration whose shares are wholly -owned by
the government, For convenicnce, it ie aseumed th->ughout this study
that there are only two parties; the forsi/m partner being a dove loped
country corporation, and the local partner being a developans country
corporation, 'here the identity of eitser of the nartics would alter the

suggesi ' leml wording, such differences wiil be indicated,




This AOKE™""M made the

SORTION NANUPACTURING COMPANY LIMI ™D,
& company imcorporated under the laws of (jurisdiction of

incorporation) havinr 1ta principal office at (situs of head

office),

(hereinarter called *Poret )

& company incorporated umder the lawe of (jurisdiction of
fasorperation) having its principal office at (situs of nest
Mh

(hereimatier cailed "Local®)
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COM ™y,
—— S——————

In join® venture apreerents, where it is imposeible to foresee all
continrencies, recitals car arsist in indicating the mature of the
relationghip betuesr the parties and come of the circumstances under
which the agreement has been entered into, Asg rach, they do not conetitute
the otliintions or ri-hts of the parties, but may be of assistance in
intercreting the 1greaent,

Typical reci*als miy cover the ‘ollowing items,

1. dentification of trn parties, including the type of businesn
ani tho eo raphical a1 tusg

2. the intention to form a joint venture cm;maﬁ

3. reasons for entry into the joint venture arrangement;

4. nature of the business overations to be conducted by the
Joint venture company, nnd ite feo;Taphical situs;

5¢ any othcr 1tom peculiar to the establichment of m‘:ﬁomt
venture agreement wiich will merve to clarify the relationship

of the parties,

¥ PO3SIBIL T me1miiss

WHZRZAS local (brief description of its business activitiea); ant

WHTREAS Poreign manufactures ( products) under certain patents in
(country) and sells them under certain trade namec and bearing certain

trade marks in (meo,raphical rvgﬁim): and
WHEHEAS Poreirn and Local desire to cause the above said produets to
be manufactured in (developing country), and thereby bring certain bensfite

to (developin: country) includine decreased imports, increased axports,
employment, and a hirher level of technical and jndustrigl know=hows and




WIEREAS capital, industrial property, technical skilla and know-
how are reciired to produce (products) and market them in order to
effect the said benafyts; and

WIRREAS Poreisn is in a position and ig villing to supply such
caprital, industria] property, technical skills and know—-how; and

VHTREAS “oreisn and Loecal desire to forn a corporation in (country
of incorporation of joint venture company) to carry out the production
of marketing, and to provide for certain Arrangements elating to ite
operations wnd affairs; and

VHZREAS Poreien and Loca) intend that to these ends the provisions
of this Agreement shall be carried out in a spirit of good faith ani goadt
will;

no mm. in constideration cf the Presises and covenants
herein mwm, and other good and valuable oonsideration flowing from
ach party to the other, the receipt whereof both parties by their
exegution of the Azreement do herely Scknowledre; the parties hereb:’ arree
a8 follews:
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C. pRrINITIONS

COLETM™Se

It is common practice in legal agreementc to sat out defimitions
of words and phrases whics will ba fretiently used. In joint veature
agreemarts and the related leral dacumantation, definitions are usually
indicated 2t the first of the agreeran®, and nay cover tha lolliowing
itoms:

the producta which the joint company is being licensuwd %o
produce by Foreirm;

the components which may be surpitied by Foreignj

spare rarte for ‘hr manufanturs of the licensed products or
machinery to be used by tho joint coapany;

the products which the joint company will samufacture;

the territory in which tha joint compary ™ay sell the licensed
products;
sub-contrectors who ma ve authorized hy the joint company te
produce the licenzed nroducts;

date unon which ‘he 1-recment pecomas effantive;

the techniral inforration wnich Foreis: is sunplying te the
Joint company;

cerporations which any be related to the mrties and whioh
the parties may agres to cause to be bound by oartain provisiens
in the agreenenis; ‘

aids to interpretation of the agreecent;

any other frequentily uced phrases.




POSSINLE DEFINITIONS:

l.  “Licenscd Products” means the devices and products described
in schedule annexed nereto, togethar with al! imsrovenents
snd modificatio=s thereof or develo;ments wita resnect thereto,
It shall also include any new producis devalopad by Fureien (or
by the licensor of the produets to the joint company ) subsemient tg tn -
date of *him arreezen whnther or not related to the productis deseri’ -
in schelule Above, and Appropriate ameadcucats %o the 3aid

schedule ehall be nereafter axecuied to incorperale any such ~ew

W‘M@‘&ﬁ.

"Components” msars tnoge enaponents and rarts of licensod products
which the Licerror may fras time %9 % 31 acree in writine to napmit
the Licengee to raufacture or procure witnin the territery (wiien
the Liccngsor utilizes in its businnes orerations for thre production
of such licensed prodicta angwnere in the world);

“Spare Parte” means ranlacenent mrts Tor Licerned Frodiets nr for
any »art thereof;

"Territory” zeans (seorranhical arens wacre !,evise) Prosieta are
to be manufactured and where they are ‘o be rol4d by the Licerges),
ach existing and internationally reconized at the date of thin

Agroeenty

 "Authorized gibecontractor” -aans &1y CoT any or othcr dady imeer-s - -
or pereon for the time being anpreved by Lacel for tne urpece of
Sanufactaring on bekalf of the Licensee ne Licensad Produnts and Cor-

“Effective Date™ means the date apon which he Inst of tha agroviencs
sttached horeto an Schedules sha!ll h:-vg bege exotuted by the sarties
thereto, including the date en whien tr« Joint Comman: » having been
Guly coastituted wnder the laws of (sartediction of incorroritien)
ohall have erzec:ted tae last of the agreements attached hereto aa
schedules, and beccne bound thereny.




"Pechnical Informat:on” seans engineering, manslretaring and origlseting
information relating to the s met vre +ad worw aing of 11 oenned
preducts, including drawines, blue primts, tesign sheets, sales of
Material, material specifiestions, shots sranhe, photoniate wwi seneppl
data, and desirme acd sreeifiost, ane relating So menulnet oring
oquipment , tools amd fiwtures, but 19 ades, wawresr, snly wath
tafermation as 18 (1) wailasle ‘e the Licenssr ang (?) applicmnte

Lo the operst one % the [ ovmem seoqie wng BT G

"Cortrellad Corparat-ov" ' body 2orsevste sha.l be ietermined bo e
sortrallod by one of the prrtie: “erete 1 f said party diretly o
indiraes i Ralin or 2antreles ware than 19 oer sert of the tetasl
votes eonfarred betuser ieaued naie oanital of St body onrperate

for this surcese evelud.me soma of the tetal Fros shand Sedy
eorparat e &y PHLAR “h ch wrs av i abie aely wm 4 gt B ay
speciliot contingemay or upon spesifie busives: ).

Im thim sorecnent, Sha o - lar o mi] (me  fo the o wu! gk Yhe
menciline the Feminine, setert wiers 178 contewxt olierv: e PR Py

“Start-up Period” means the poriad from the cempletion of senutrachies
of the prodaction Tueilit e uoti ) wueh %o an the Pirst of gil gy
of produiets to B8 pr duerd thevsin have seen cert: Pied A i e
spenification, and Lhe Joi 2t Temoeny 1x sat iefies thet Lhe wwians Lan
facilition are casuble of redusing the asresd upem produsts in e
agreed upom qrantities,

“Initial Operating Period” moans the (amsunt of Sime) ivmedistely
following the start-up poriod evi saring whish pepried Farwign's
obligation for swoply of teehnionl and treising sssistense §0 She
Joint Company shall centinue a9 hereafier specified.




hny aotios required or permitied wder the
provisions of this Agre-~ent shall be eufficiently

Hven if

{a) #0)ivered persenally, in whish case it shall
ba deered ‘o have been received st the time

of dnliveryy

) semt By prepaid registered air nail, sable

sr telegran addrresed as Follows:

% Loeal at

™ Poreign

™ the Jeint Company at

oF s such sther aidresses as ~ay
Rereaftor se Turnished in Wi bing

W sither party nerets to the sther,

i s the same of presasd registered

P mail hall b0 dewmed comelugive'y

%6 hove been reccived on the Fifth susiness

dag of 9 recipiont following the date wm

Whieh it is e sailed; wmd in the cone of o
mwmmmaum.amzmwu
% hawe boen cecovived on Whe seeend b sinees day
of Whe pecipiont fellswing the date on whieh
% ie s o,




m@m o

(o) semt by prepaid telen sddresend se flleve:
™ Lecal ot (telen sddrens)
T foreign ot [telen sdivess)
T the Joint “smpany ot [ teles sddvess)
i whioh seee it shall b desred cenelumivels
e have beon recsived an the Firest osiness
dny of the ewadaient followimgs Yhe dete e

whioh 1% ie se sent,

For purpese of smeeriairing the date of neiling

or sending or receipt in the sheve previsiess, all
timen shall caloulstalaesording te taat of the tine
sene of the addresnes »v sewiew.




(o) tmg Patlure or deing in the perfermance

W sither party herete ia ite sbligations
wnder this agreeent shail wet conwtitate

& Sromuh baresl or give rise ‘e anv clisime

for dacares if, and ‘o the extent omused

W seaurences beyond the ewmirel of the

party affected, insliding, et without

liniting the gemerality of the fereguing,

sete of govermrental suiherivy, scte of Teod,
rikes or concerted asets of wormsen, fires,
feede, empiosions, wars, riots, stores,
sarthquakes, sosidents, sots of & publie

memy, war, redallion, inmurrsctiion, sabetage,
spideric, guarantine resiriot. =5, sheriages

of Labour, seteriale or supplies, fa:lures

W tentraciers or subcontiraciors, irasegertet.or
onbargees, failures or ielays in tramspertat o,
reles, regiistions orders of firectives of any
@over-sent of Wy state, subdivisien, agenay

o instresentality thereef or the order of oy
oourt of sempetent jurisdievien.
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(®) Without prejudice to say other remedies that
®ay then be available to either of thems,
in the event of failure or delay arising eut
of or resulting frox suck causes, the parties
will cooperate in an effort to agree upon the
establishment of such alternative arrengerents
net subject to such failure or delays as will
confer upon them benefits comparable in
character and substantially equivaleat in
~nount to these intended to be conferred Wy
this Agreement, on ter~s and conditions net
saterially =more Wurdensome 13 either party
than thoee herein nrovided,
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(a) Zach of the parties hereto shall net at
any time during the continuance hereof
deal with any ~f the shares of the Joint
Company owned by it whether by sale, pledge,
Gift or otherwise, in any wanner inconsisten:
wilh the carrying out of its obligations
hereunder.

(%) T™e parties horete agree that they will at

all times ex-rcise 111 voting rig-ts
oonferred on thez by the snares in tha eap.t:
of the Joint Company registered in their
Ramee or beneficially owned by the» in such
Mtnner as to ensure thit the provigsions of

tL

this agreevent <all complied with.

If any of the terra or provisions of this
agreenent shall be declared illezal or
wmenforcadle by any court of covpetent
Arisdietion, then tie parties hereto agres
to do al] things and coeverate in o1l ways
P ta them to odtain sudstamiially the
same results, cr as much thereof as »ay e
poseible, including the anendnent or
alterstion of these preseats.




c. S0LE This Agreement constitutes the only agrecnant
COITALLTs between tre rarties hareto and supersedes all
prier agree-ents, expressed cr implied, detween
the parties. This agreerent and the terms and

conditions of sale provided for herein may be
modified only by written arree~ent by both
parties,



T™ie Agreerent ehall be executed by the parties

hereto in ' 1th /language of 1cal partner or

host country) version and a {language of foreign

partner), each of which shall be binding on the
parties, it being understood that wad agreesd taa:
in the event f any discrepency betweer the two
said versions, the /lanr:are of local partiner or

host country) shall prevail.




APPENDIX

I. MERCK LHARP J DOUME OF IND'A LTD.

Merck Sharp F toume of India Lude i3 joiat venture company iocated
at Bhandup near Dombay, India ciyugec in e manufacture of pharmaceuticsl
chemicais. The 60 per cent inivrest is ovwrned uy Nerch suarp F lontme Incirporsted,
a Urited 3tates company whoge net sales in 1967 were 53528, 125,000 with net
income of close to ULIEY0,UN,U00. The 40 per cert pariner is 7 /ta Jonu, L.,

one of India's ilarg?st privetely owned Coapanies.

Nesux snarp f vunwe incorporated had been seiling in India when in

1958, the Government announced yirsuant to ite “econd FPive Year Plan
8 policy of establishing & mamufacturing capacity for oasic druss and
pharmaceutical chemicals in India. Merck Sharp F Dohme lncorponated entered
into negotiations with %ne Indian Governmeni, and offecred to sunply ‘echnical
assistance to a governmment corporation for a streptomycin plant in exchange for
e low fee and formation of a 60/40 joint venture to manufacture vitamins and
steroid hormones with a privato concern. The government's counter effer was
for a 50/50 joint venture with a government corporation Wt it finally appreved
the 60/40 joint venture with private interests, evenihough usual practice was
to preclude majority foreign ownership of Indian Companies, It wae abrogated

in this instance becauoe of other precedents, and because itu prisary gonl was

not o ensure control by mationals, ut to oreate & broad capital sarket,
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arrangemants, s temporary plant became operative in Y959 sad the parmarent oae

vas opened in 1964, producing & full line of pharmacestical cremicalm,

. ANANCLNG

The Join Company has an autiori od capital of 47  1llion rupees
(approxzimately US$C sillion), consisting of 4,2 mllion shares of U rupoes
eash, T™e paid up capital is only 18 million rupees, io iong tern loan
arrengemen ta have beon made but the Company has received oxiensive loans

through normal banking channels, and especialiy from the

™e Doard of Directors of the Joint Company has nine members, composed
of six Nerck representatives and three Tata representaiives, Merck has alsgs
sstwmed » dominant role in the day to day management, ani there has been
80 interforence by Tate; Merck has operated it tasically as a wholly-owned
foreign sube'diary. The Manmaging Di~ector and Secretary are Indiana, the
Sales Nanager is an Australian, and ‘he Chief of Production is a Britisn-

American,

Although it 1» the general policy of Merck %o stipulate in its trademark
and patent license agreements that the license beconmef revecable upon a
ohange in She ownership or contrel of the licenses, no such clmise was containei

ia the Licehse agreenent to the Joint Company, Merck felt that its righte were
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made for nayment of ~ovalties fo=~ 3ts susply o technical aseieance, pasmtsy,
trademarks snd know=-how; 'srcx had felt originally that divide ds alone

would guffice,

Vo  MAHKSTING A2 2TT0TS

In 1968 t.e Joant Compiny's saies were 50 million rupees, All sales
bty the Joint Compury are made through a distrituting firm called Ynltas,
which 18 ownad b, Tata jone Lude; Volkart hro*hars, a Swiss Compuny;
several life insurance companies; the Unit Trust of India; andi the general
public; but Tata represents the dominant voise, Because c¢f good results,
Volias has been left relatively free to conducts its Wusineas,. The Joint
Company has modera‘e exports, encouraged by a 1% per cent governrent gash

rebate,

vI. oL 3

One of the major contrilutions of the Joint Compeny has mn" import
substitution, and the Indian aut'crities seem con‘ent with the progress
made by the Joint Company, No finished products are imported btut certain
materials and intermediates are purchased frn“ Herck. Because of the
importance of the pharmaceutical industry to India, it could easily have
come under government ownership and it is unusual that the majority éwmrr-
ship should be in a foreign company. 1t is expected that if the cm

undertakes substantinl expepsion, the government would ask the management

to make & public 1ssue of shares, which would increase the Indian financial

participation,
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11, MOORE BUTINTIS FOi3 % CIHTRO A¥ LICA, Slde

Moore Businca® “orms de Centro america, 5.A. 1% an vcuity Joint venture
company that menulec lurvs busifives . .wd o6 o Selvador. Griy=nine por cent
of its eguity capital ie owned by Mocre Corp.rution, Limiten, a Suradica
compuny with large international inturests, wnd 110ty—ovne per cent by

Salvadorians,

There were three principal contrituting factsrs to the foraition of L »
Joint company. The first was the formation of the Centr:l .morican Common
Market and the progress it had made towards economic integratis. of the - ive
momber countries, offering iocal producers vastly exvanded -arket opport.n "1:s,
The second factor was the "nationalization” of Moore “us:iness “orms de (.bts, ...
in 1902, vhich had bteen seventy per cent owned by Yoore Corp. The reme.n.ing
shares were owned ty Culans who were iorced t0 lcave vuba and their shares
became torfeit to the Culmn goverrment., Tven with only a thirty per cent vuier-
ship, the Government dictated managoment of the company, iewving Noore Corn,
80 alternative tut to sell its majority intervs. w0 the Cuvan governwent,
The mevhod OF vuwy..8ation is still under discussion. This Jg fzgto
MM left Moore Corp. without production facilities in Central imeric
at & time vhen the CACN offered good economic prospects for contimuing
production; it ‘nm seant that the former employces who left Cuba were avuilsbie
for operations om. T™he third important factor in the Joint Compuny's

formation was the wssociationentered into wih Alex Dutriz, a Salvadorian




businessman with interests in newspapers and printing, and who agreed o

beccme a local partner in the joint company. As a result of this association,

Moore Corp. became the forty-nine per cent sharcholder in the Joint compeny

. through a series of arrangements commencing in vecember 1961 ard ending in

Pebruary 1965,

I1. CaP 2 THCT R

The authorired capital of the joint company is rolatively mall,

being 200,000 Colones (US830,000) consisting of 2,000 shares with nominative

value of 100 CTolonrs each. All of the shares are issued and Cully peid;

Moore Corp. owns 979, Mr. John Kirkpatrick, Chairsan of the Bor~d of the

joint venture and Kanager of the International Division of Moere Busitens Tomm;,

Inc. owns 1 for the total of 980 shares, or fofrty-nine per cent, MNoore

restricted its ownersnip to foprty-nine per cent 8¢ taat the joint company

could qualify under the Salvadorian Industrial Development Law for sax and otter

investment incentives, which apply only where Salvadorians own a majority of

the shares. The remaining fifty-one per rent of the share capital is ownad

by Dutriz (about thirty-three per ceat), Armando Criado, the forwer General

Manager of Moore Musiness Porma de Cuba, S.A. and three other Salvadorian

residents. The initial capital requiremeats of the company were fully met

by subsoriptions for siures and no debt financing vas required. The cost of

commencing operations was this law because the joint company rented m

printing plant from Dutris, and nesded only to convert some of the presees ard

e

purchase a fow others.




There are five members on the Doart of Lirsetors, The Chalrean
i Mr. Kirkpatrick, an’! the others are miriz, Criado asd twe otaer
Salvadorians., Mr. Kirkpatriek ‘s the only nom-~resident of %1 %alvador,
Noore Corp. is not concerned about being frosen out of the Board, even-
though thare 13 no cumulative voling, nor im not being able to cxercise
the control it might vish, because it fecls that through the ownersnip
of the patents, trw&*mt, and as the sole supplier of the form diajensrn
sechines, 1% is in an adecuate porition te rafesuard 1t interests ir the

Joint company.

The officers, and not the Board, plays the dominant role in the
company’'s affairs. Dutris is the President and Zriiis 13 Secreiary sad
General Manager. Fesides Criado, the Amsistant Oeneral Fanager, tne
Sales Manager and two of plant supervisors were formerly with Moore's
Cudan operation. As General Nanager, (risde 18 the chief executive
officer in charge of the day %o day operations. As of the Tnd of )67,

the joint venture had 15C full time employees, none of whom were uaionized.

Iv.

On the fermation of the jeiat venture, Woore Musiness Porms, Inc.,
& vhelly-ouned United States sudeidiary of the Moere Corp., entered isito a
mmmmﬂa%«mamﬁmm licensed teo it
he use of the Neere irademarks and patents for the Central Asericzan Mariet

Mgion. Neere Inc. Peseives & rejulty culeulnted on the preduction levels.
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feiatively it ttle teomnicsl trwt iy aol Boowshow bl e be prowudel beogy e

Crindo and the other Yop officers wers Pamilisr w: Umars s Soohsioues Trem

e Catmn cpers tiom,

In tte peadusiion, ‘he Joind Grupnny pareahases paper mamue b1 bewely Prow
Canada and the Umited © tes and weall port.ons From Gam voms e end  Sonpdenav n,
ALl of e mondline asd i eRBLAE meehlcas are umpor ied from whel ) peowned
Uni bed Staten mmoufaeiu=ing subss tiaries of Poors Corp, 4ithough Yhess emer:rey
#o B0Y owalify for impert duty eRomptions, L% . wniikely whey willi W
produced levally becauss scomnomies rom the inrps produstion res of e

American plants wore thes o7 faet the apyiseaiie tar e,

The CACH pepuistion i1e sbowt 000,000 and Yoore Jerp. eetisetes that

total smies will remch abouv 382,000,000

If scoess sen W gired,
however, %o Jouth imerican markets, anl this imre osa be greatly inerensed,
Wt Whie matter dejends largely unen prom ess made by LAMTA., ™o cumpery
mploys its own direct sales foros of saieemen ‘wt uwtilizes a saleg agone)y

sareement s respect of Pesson.

T™he joint company plane e espand i'e production capasity W Fify per semt
and ie Wilding & new plant in Sen Salveder, Pinansing for Whie plast will W
provided %WNMMWth*MMMMQ

eovernmeni-euwrad deveiopment agency, INSAFT,
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ceperienes of Neere Cerparntion, Limited as & perionr in & jeiat verture

5 & dowsinping ssaniry, ami Beers Gorp, is setisfied wit: Lts participatien
of Pefetp-wine por sant. 1t fesis that leval partie.pation rromeses

Witer el hione with She geverwm +f, employees aml ‘ustomers, Frobiens
nermnily sreseiated with jwint oomtro) Reve net yet arisen mecauns Youras
e an wl isate pewer sesirel through e Licensiag sareesent, I

ot Ve individualis ond net Ve iecal gevernment L8 Vhe iLeeal martaer,
When e Melidupe supire 8 WS Ve priscisel reszon Tar Neers Jerp. fe-
SNiAg e SLMri Ay Parwner sag ne Leagh® apply Wt it nevertheleee
sentongletos me Pestrus turing of Whe eparations eeause of the sestinuing




111, Gaeli g AR Y CFERE R

Cariing Brewery %ony Hong Lamited s o /% Jeint Ven ters whome s |
unare are & large Canedien Browery sl 8 oensor $ium o Hong Lomg bwlfeng

",

in Yi62 whe Wons Neng par iners spproscned fowe Jor rerivan Srewing
sarperatiens W fimd & pertesr whe would suppiy e PR P e Ly,
Enow-how and Fiomneing W sonstrect s Gperaie & browsry in deng Veng, They
finaliy sottiod in tiw Canadian Limpary, aed 8 JOLRY H T AEPIRERS was
megetiated. lnder Yhe agresment, the Jsiat Compmny wal incerpersied N V964
under e name Aseoe.asied Breweriss Led, s IS, Wi name see changed Yo
incinde the word “Carliag” Wom e ,  PoRgRL ¥ braenmted, Yhat werd e

s sonl lenduage

"o henith In sddition 1% was felt that the imiernational oodwi il

soeciated with that sese would somiwt marks Ving of Tarie,

™e total capitalisation of e Ceompany has 0t wen mede pubiie e dave,
Wt Ve suthorised share capi tal sensiete of 1,060 000 sommon veting shares
mmmmmmammam T™he land wee santributed By the

MMMMMMMWM i vienal avesy wos roiad

frem the Heng Kong ~nd Shenghai Mniing 01 |
sharges e Whe iend, plant and equipment, hMMMMM&m»

wae reioed %o construet o sedien sised Wovery with & ot sapasify of 09,00
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Camndinn barvels (1 million Imperial gellons) par year, with s pesl

§ resaly of 100,000 gilons.

i "l. W

Bygur' oo rel £200- St sipg ke Jeimt Coopany's Board of

| ‘: Diresters fis siv soshers amd the Articles of Agneeistion stipalate that esch
PAPIROT Ras Whn i’ te appeint three directors. The Chalrmen e spesifion. iy
| pronluded from sxercising a castiag wete in Whe event of dondloek, The parinece

have Givided Yhe respenwibility fer day-to-day management slong fune tionai

BTN MWEWWMMMa!WWme

Sonadian partne™ sl e of Whe llong Hung partmers vere appeinied Jeiat danest r¢
Mmm Faile Be General Manager i WMo Chief Beecutive Officer of the
m. Mo qupertioe in restiricted maialy W the techaical sepeets of preduc i,
mmmmm,mmmwmxwmmmmmz
m ﬁwmmmﬂmﬁum&wﬁw%mm“u
oplopee of W Jeiat Company, He sey ‘ws alee ue one of the Conadion pariner’s
mmmmmmmmmmmummm
”,

0 Joist Venture agroancnts 0% eut 10 sensidercble deteil Mo reepensibs b4t
| of e Gunaiien partesr for e sgpls of industrial preperty, testntenl
| Spigiag oll of e Mswben fur sonetrustion of the Wewerp, inelufiang
D L Y Y p———
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layout, and providing specifications fer all items such as refrifgeretion,
piping, elecirizity, waste disposal, ete, It also provided o projeet
SAgineer at its own comt 10 Assist with the construstion for the peried

of 6 meatns. ‘he Joint Company assumed responsibility for selection of the
plant site, engagement of local architects and enziresrs, and constresiieon

of the plant and facilities socording %o the spocifications provided W the

The firet beer was produced in November 1966 and is one of about 40 leers
s0ld in Hong Keng. Ome of the bggeat assets 1o its marketing cepoai g
48 the uee of the "Carling” names which are licensed Wy & wholly owned
sudsidiary of the Canadian partner to the Jeint Cempany. Five brand sames
and Mamit%h%hﬂtmym return for contisuing
quuhmum'awim;mﬂmw that has beon premeted with
the sseivtence of local publicity agents is "Biack Label” Soer, Phe Joiat

Mmmm»mumnm«mmmwmm

n. Gl
MiﬂM{WMWM“MﬂMMWW

w»wmmw,mmwwmummm
mmummmhwmmmmm e For Daoters
sarket, as previeusly, 1% had supplied e 7ar inst free 1%e United Kinglen o
Uni ted States preduction fusilities, Wt Messuse of 140
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ande the direct investment without a local partuer. In addi tion, it was necesaur;
that the lecal partaers be individusls with whom the Canadian partner felt it

oould easily carry on business. The Canadian pariner is gquite satisfied

with fte firet Joiat Venture and would e prepared %0 enter further Joiat

yeRtures.
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IVe MRALILIAN LIGHT 279 PCU ™ COVVANY LIviTED

3ince Narch 1966 Brasilian Lightand Power Conpany Limited has become

the minority partrer in seven imdustirial Josat ventures ia Brazil,

lo R FATION 02 ™o ppvim v —

Brazilian W/t was formed in 1912 as a Canmlian corpany ¢ 20t a8 &
holding snd management company 0, utility sublsidiaries that were operating
in Brasil from 1299 and on. It is Canada's largest foreign investeent, and
represents the largest aggresation of private international capital in Central
and South America, Brazilian has had as many as 45,017 employees and is the

biggest employer in Lrasil,

Since 1ts incorporation, Brazilian has at one time or another been
nenged in electrical, traction, gas and e telephone utilities in Brasil,
ite principal present-day operations, hwwever, are its electrical utilities,
and has divested 1tuell of mont of the traction, gas and telephone wtilities
Lecause of 1/ inedility to obtain profitad e concession agreuments from

Sovernmenial suthorities,

Ite last major divestment of & utility operation occurred in 1966 when
Brasilian sold all of its telephome utilities to the federal govermment. Its
telephone subsidiary had faced tio same pretioms as were encountered in the
traction and gas utilities; insdeguate rates, inflation, inoreasing cests of
operation and construction msde tho Jecucsary capital outlays, and the

possibility of nitaining long term financing impossidle. Telephene services

vere sscerdingly highly inadecuate and in 1964 there were enly 862,448 tele-
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phonee in service tut there were 578,000 unfilled applications.
Proceedings commenced by Presidant Goulari in 1962 eculminated in

sxpropriation proceedings under President Branco in 1966,

Cor ‘ensation for the telep! 'ne utility was se’ at a price Us896,315, 757,
payable over a twenty yoar period with outztanding balances secured uy
& serial bond guaranteed by the federal government at six per cent,
Of the to%al of more than $1%8,000,000 of principal and interest, whicl
Brasilian will recoive over the 20 years, it is otligated to reinvent

$65,000,000 tn Brasil.

T™e Covernment imposed certain reinvestment regu’rements in recput

of e $65 nillion; the funds must de reinvested only in indus*rial,

agrisultural and financial undertakings. In addition, Brazilian has ia:id

down its own guidelines which are as follows:

1. Iavestasats should % inm production act.vities contrituting to

the development ut Brasil; export industries are specially

attragtive,

Iavestaent should be %0 expand productive capacity and not to ey

ot existing partaers.

Iavestnent should be within the sale agreement guidelines, and

o 8ot in public uitlittes, satural resourcos, real estate, enter-

Investaent shonld %o as & winority sharsiolder only,
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5« No invesiments are to be madc in a company that does not alremay
possess the technical know=how necensary o0 curry out ite
operations, because Bruzilian has no managenent or technioal

know-how outside of the utili vy Field,

Brazilian has created two wiolly=vwned sube-subsidiaries to CArry out
the investment prograrme. Brazilian feels that it can contritute two
things to the joint ventures in which it participates, capital and financia)
know-how, In particular, it seeks to &nor an accounting syetem for each
joint venture company which will provide management with essontial data,

It has an investment supervisory team of six individuals, four of whom
are accountants. This team negoti- tes the Joint venwre agrecments,
Supervises the investments, and wtic;mun i the financial superv:sion

of each joint company through serving on their boarde,

The following are short descriptions of eight joint venture in-

vestments made by Brazilian up to the ~nd of 1958,

1o PABRICA NACIONAL DE VAGOES S.A.: This company is enguged in the
ssnufacture of railroad cars and wm;wrua, truck chassis, frames
and wheels, earthmoving equipment and farm implements, Brasilian
owns twenty-five per cent of its capital consisting of common
shares and Preference A and B shares. Bresilian‘e main

contritution was capital reciired for expansion and it benefits

from the six per cent dividends paid on the preference shares.
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2. INDUTTRIAS ALINATICIAS CARLOS DR B T90: s sompany
has become Brazil's second largmat canning company, .nd
Brasilian owns about twenty-eight per cent of . ig capital
stock, It 18 » family run company to whi-' Brazilian's
saLn contritutions are wore than §1,%00,000 .n
capital and its introduction of [inancial and atcounting
controls. Brasilian receives a ten per cent divideni on 1ts
preference shares which constitute all of its caps tal

holdings in the company,

3. BUCATER 3.A. = INDUSTRIA © COMMEMCIO: Braziiian ownis twenty
por cent of the capital stock of this company wWnich 18 en=

opd ir the manufacture of wallboari, accoustizal t:les anc

related tuilding materiils. Brazilian's capital contribution

is approximately US$! million for factory improvements, and

At bas helped t0 introd.ce iscal and cos. accounting technigues.

As of 1960, it was the only one of Brazilian's joint ventures

that had undertaken exports, and has paid a ten per cent

@ividend esch year on its Preference B shares to Brasilian,

ENPRESA INDUSTRIAL CARCIA S.A.t This is a family operated

ocompany engaged in the epianing and weaving of textiles.

Brasilian's contriby been about $348,000 constitutes

e kmm’“ the capital, and combinea with the
holding of e Goms

. . Manager, is wufficient w0 consti‘ute




5e

6.

majority controi of the company. Draziiian found taat

this company's biggcst proLlem was inventory control and

has introduced a roy Accounting ryatem 1o cope with .aiw
problem vy ei.minating uup..casion and dead "3t00Kk, Prasilian

has reccived a regular dividend on its common shares,

FARLOC .0 orAsIl SeAs = INDUSTAIA E oOnRCIO: For $61),000,
Brazii.an ac uired a 4i.0 per vent ol 1te Capitai »%00a we

this compuny which is cngagea 1a the proauc Jivn and saie w

Urakc afd iaulawrl palise WEGIEL L.¥uule Of ThE Vus e States
owns about 30.4 per cent ani a Brazilian individual owns the
remaining twenty-eight per cent., “ven though 1t irmrmt
shareholder, Brazilian considers its holding as an investment
rather than a means of exercising control, Although no dividends
have been paid on itz cormmon shares, it cxpects good «pi;cl

appreciation over the years,

BRINK'S S.A. - TRANSPORTES DE VALORES: This is a new conpary
incorporated in 1966 of which Brasilian owns foprty-nine per
cent and Brink's Corporation Limited of the United States owns
fifty-one per cent, Brasilian's total investment is tm.m
Brink's sought out Braszilian because it wanted a local partner
who was familiar with the problems of conducting business ia

Brasil and who had risk capital. Tis Joint company will W

able to transport valuables for other mtn ‘m the Mrasilise
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froup, and therefore reuresenta a fore 57 sertical integrat r ..

As of the end of 1367, no dividends had Been deciored,

Te  CELPIBRAS-FIRMAL CTIFICAS DO EUAZIL LIVQGADA: Pesvate Comrany
was formed by Celan-se Corporation of Yaw Yors eri “rasili r 1.
1966 %o manufactire nyion yarn ir Brazil. “e. urese owns S1fe
five per cent and lrasiliiun forty-five por oant, olthougs 1t
agreed that no dividende would ‘e rard fr- three yoors a-d
thoreafter tiey would b paid oqually to eser pariner.  he
Joint venture agreement ainc spoci®ies that Celannse 18 to ' - e
the management povers over the co-rany, w-.ch 1s asccep able 1.
Brasilian becnuse of its desime not to participsie in the dud
to day managunent, Yirst returnt are rot wroected on thie

iavestmen’ until 1972,

Brasilian may not be atypical of foraim iavestors operating mulic
stilition in developing co 'ntries. Public utilities are usua'iy
firet priorities for nationalization and tecause of rates and
OOR0SSNION Agreements, governments Are in a atrong economic position

to feree terws upon the foreign owner.

In 1%s reinvestaent progresme Brasilian has not aoted es a typical
foreign partaer in a Jeint venture in a developing eountry. “ir:tly
ite lecal Prasilian sudeidiaries are the actual partners and in th»

Colfitras and Drink's venturés, the foreign investor looked upon
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Brazilian a3 1f it were = SN PR Te Lo Ti¥e Fragii . me tas

been seeking invectment PpoTturiiies for it biecked funde, pathar
than seeking out local Hortners “op gt CWn praysctc, Chirdly, Srailisa
does not participate in tha AUy monia, zant oF bring techmics)
sxpertise o any ¢’ t7r joint veoptera, Caminly, 1t ks not adop .ed
maJority or con‘rolling vositions .n any of the companiss and in Beite,
does not even own &4y coragn hiaren,  PETtnly, wte maan contriutions
have been copital =4 i iptrolection of Orntsticaled wecnnleans and
standards of accouating and fiaca) CONIroL, O INWELrIY]. property has
been introdiced, Sivthly, 1t has chomer te inves’ am o minority
pariner, even thougn no lesnl conmtraints or incer tives kad dieteted

this Wuniness deciaion,

Sharehvlders of Lrazilian nave benefitted from vhis course of
action; ircome from the telepuone ssle procceds was almest 33 million
for the first 6 months of 1966, wherens oper-ting jnnnes “rom the tolpe
phone operation for the first nylf of 1965 had leen more than $1.2 xillys-,
In addition, the quarterly dividend of Wweaty-"ive esnts vas resumed and
the stock scld at an all-time highe At the sane time, Brasil acqiired

ownership of i1ts essential utility at a ver: reascnable price, and hag

stisulated industria) growths through thecampul sory reinvestments.
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Y.

Neanesmann-Sumerbank Boru Endustris: T.A.3, 18 an equity joint

venture company that sanufsctures sieel pipe in Turkey, “7 por oent

of the ecuity capital is swned Ly tue Manneemann Group, » group of

Corman coapanies with world-wide interests in ihe miRing, irea, and

steel industries, The remaining 43 pe- ceni .8 ouned by Lumerhank,

8 Turkish state bank enguged in a wide variety of induserial baning
trenssctions of many kinds, including development snring, |4 doee not
érew meney f-om the capital market or from privaie {inancisl ABBLL Wi tivns,
Wt odtaing 11s soney from public sources and from the inv..tments it

Mlis.

Sumerbank appreached Manneemann in 1954, proposing constriviier of
facilities for the manufacture of steel pipe in Narkey, the aaisn
Purpese Yeing te save foreign exchang. The factory was Wmailt by
Terkioh worners with saialy Cerman materiais according 1o Cermen pluna,
Rasnesmans vas the meet iaportant supplier of machinery and esquipment
mﬂMMMMMMMMMu%muW the

Spply of mehinery and equipment. e factory was Wilt sear the

om of Tomit, situated en the 3ea of Marmara abeut 100 xilometers

frem 1otanbul and sonneeted Ly highway and rail to istaabul and Ackars.
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Wmﬁ

The site, waioh belonged origimaily ‘e Do v iamie , s wowens e
#o0d waier Suppiies, labour and transpertatien of Pucil,ties. &

the start of produelien, bt 000 cone of Trem 1/7" te @ &ﬂ"“

pipe ware produved amd by 1967 sapscy by was wp Yo sboui WO,000 tens

per pear with sides o] wg te §0 Lo hes,

The oraginal soty capit.l was 5,800,000 Th, of whish by 20 000

wag subsaribed by Beome sovmrn.  In ove burs Pap manh s mary snd o et
Whe capital was later incressed o T )5 millien (abewt USE 4 millien),
of which TL 20 miliion were contributed By the Dannesmans Gewugp,

AERLA in the [orm of machise®y and eqguipmont. |4 is wary &l Piwult

for the Joint Company e obtain leng term Timncing frem sbeoad,
bossuse the risk of devalusdion precludes #abe b tien Fron Dere.mm

or internationsi finaneial 1a8tiw ions ner would the TNPEisl Gevermses .
permit barrowing on the Turedellar sarket, 1% has reeeived, Rowever,
one long term loan from whe Duropean Lavestmes i Nank is the osuse of
an indirest tramsuction Vurough & Turkish Jeve opment Benk. Mansesmaen
has not aade any loans Vo the Compuny snd secordingiy we wmik of We
Jeint Cempuny's debt financing has been provided by Semervenike
WMWWMWQWWM%MMn&MmmM
Feserves about T i4 millien, squaliing spproxinately the L ¥ sillien

capital of the Cewpany. %&ummwmumm

mmammmmmwmmmwmm
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B alel s es b,

W SOt PRI BEE L P 95 s b e e (TN R

" wilotuldetBe  Trrve nomee. s o - Poprescnc ) e Lf  mr s
ey el e Wl Be B s i, ol Bl Y e Pe e ba B W 8w

o Germene aen une CePR, @ seiw Me® . L ows L ime @ FBar i m

0 BBy WY BF UeRERE T wB crm. @ genern. pol e o7 Ghe . PR,
Wt 4088 not parbic pate La the faye Loy o momnt. e Prestden

of e Ponrd 18 eme of She Geonan men serw,

In 4% day o day affadre, e jeint cempasy p8 neadec By lwe

Maaging Directors; s Murkish "smasing 0 setor # in cuarge of
sommereial affuire, and & Jeroan Vit 205 g 0% e 85  whn - Benpers be s
Wi Nie Turviel counterpert snd whe 1s Pesponsit as Cor ol SBotunl a )
speats. These twe Bane sing ires iors are o, dos e ey, ot
WAy sonntitute a type oF suscutive commiites, wi SR cra 1e ne Wiy
Wberdinate o Yo olher, Diilsresces wio b s se may be Pelerres b

e Dard. Mie

nE Mo been Tound srasbioable end setief setay,

In We lave WS0'e five Germsce were oyl oges By she Gurpany comel sting
of WMo Wehmicsl sanaging diree tor wad four Poremen. Presentiy o ly
B Toshnienl Bannging Direster si sme Piart bechmioian are Termoans,

b work wnder & thres year camteact, The wmads of the
SAfPorent mrvien divisbens work diswo tly wnder Whe Turcisn Nuasseg L

Moo tor and oli ainisioWwative work mest b done Wy Turkier sations s,




In 068 the Dompany wd B sdoiaimireis ve ®p i a med weed

Thare 18 %0 teounion! sos: ot e B wieen U ol Gne Widn ot M

WW st the Jasnt SRR wcr Jaw g Beme oo ume ceee , g e e  TRIT

Wecanes 1t in Gne picey af Yernpegogen neg vy b, ow g tiew Upew

KBy LOMpERY IB v BiBH 0 B wa SR hy PPl LBt sne 18 SOBMEELEE e

akl o logical deen opments e the s AR L CER IR AL T TN

however, %o snoure tiatl ‘ne reint LMUBRNE 1B AR W b e e,

™e sikelps and ooils neosemary (or e production of siee! tWbes

el )
are themes | ves ouipue® of 8 e tmmm,;xm Yo e wmper ted By

the Joint Company during 148 Cired wars of proveren Teom Pemassn,
Bow, however, the asxelps and coils ars pracwoed oo Twreey by Gers bk
Trem and Steel Works and Tregli Gteel jeruc,  Aitheugh the

Joint Company 19 independent o imporbe, the prioe of shalpe iewally
io wp % 0 per cent higher thas internn b onally, meking Cor & wery

M@ priced finished product,

Mest sales are carrisd sut threug indepandent sulling sgemaise whior
Wy frem the Joint Company &t net prices, Paying 3 per cemt in
advense and W par cent upen sale, Bocanse of the wigh prise of ite

producte the Cempany has very few enporis, iesently, hewewer, & fow




Bamred tone of stee i pLpes wers eEper ted Lo se s B @maets wy,

ianlnding Levmngon,

m in s exherngl g U Yaon W e Joim e LmpREY B ac@ TAR LmBer Ly
of svel Wiwms wave Bess Beecsd, us Javat Compeny wl evw 1 0iend
SOmpeth Vian howeswer, From sompenes mmeul oo LaP mg slest T

phnevie Yabes wmd aument Yy ies,

e prodien erovantored by e Joint Cempacy in V8 relal ee ahape
WEAR WMo Turkish government has wes Yhe poiioy of Whe Tove asnt 1o
POPRLY & sapital LAcresen GRLy o condl tien BeRl bne Ton eny wler
Whee Ve immrense superte and WAl PPErL Y teansiers o0 8f Whe rounts
W sovered by forelgn snchenge sarvings. To oo ease expor e, Bamaver
oonld Posvwire ileng wt & leas, wiaee Whe TurNieh produc be cannet
SOMPELs a8 e worid merket. Lpart Crom WRis mnil sum.ar 21T houl Line,
BOwever, e reistions BETWesn the WWe JOLat s lure parteers And by be

wean We Joist Cumpuny end Whe OCovernment wre cons.dered Tl e sabise

fantery. Trpery subetiSetion wi il damtkmee B be he meLl o oRtr e bien

of WMo Joint Conpangy o e Wrhish Tunong,




Voltas was formed in ' &s a b.lateral Beat by JULRL ven LePe cumpany
3n India, owned fofrty=five parc nt by yol..rt frothers, a Swiss Compang
engaged in traiing sctivities and Fiftve’ ve por ceni by "sta Joes Lami ted
& large private lndisn company, Joltas is lraia's inrgnat and mont werantils

dietrilutor, [t heo GO0 ompioyess anu desis in more tham &0 wajor products,

i.

Volkary ires. had bmer trading in 'ndis since V151, After lnde sendence
A 14T, Velsart felt 1% was secessary Yo Ering in were imdisn cavitel acd
pereeniel 10 participate ia Liw new screme of seonom.o develo ment, In
1993, Volkart begmn negotiat ons wilh ‘wia for formation of B jJodnt ventwre,
Tata 1o Imdin's inrgest industrial entaryriee and controls about 190 of ol
Indian iavestment in industier ., After formation of the Joint eompany Yelkary
Prothers continued its own separaie dGealings in toitom, coffus, socenut
fibres amd sther produce., hroughout the 1960's, Ve llart merged 148 setvivities
with the Indisn sovpany “atel, Cetion Company Limited in s srrengemest

Sppresimsting & 30/50 jeint venture evopany called Patel-Volanrt Limited,

Voltee hes an autherioed sapital of 55 silisen Pepees (V6.6 willion)

wmmammmmmmmmm
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A% 1% conceplion, Voltas wos awred A% by g . apt a4 wE 0, s
’ ;

3 Y

By 1968 Volkart owned 100, Tata 150, the Life (\uci e S0 rorm..on wd

"

%

Unit Trust of India 2% «ud e rklie owred 4% o 11 now Lan over §,00¢

g stered sharono dera,

Valtms bay obisined * 1r3 cip. tromiet Whe a8 97 de, mtireom mr s

from sther so:roee, et g oREReT 19eie N, beear olta.as

-
&

Industrial Crodi: and Tnve: rent Corporstior of I ad Lhiey o tinem s
Mk Insersationel of the AL e e, amd Yoo eprgnmgan o

Pinanee Covoany L4, of tra 'njted Einovdone Ay of O v hap 144, “3ES

m mﬁ ”%2&” s §%k~@£} w8 11,0 eaaten m%‘.? LI w

v oa A .

Voluart's participation in Velias never proved ag fininc o elly
rewarding o8 ned pursuit of §te owr wc’avi Bken, avt Tolenrt was v oreiars

interestad in decressing its eguitly pellae.pution ard invest.ng 1% cai i oal
eloowhere. This pelicy of Giveswsen and Fore. ving of gubu.ript .o ri- g

osstanided alee vith government policy of Widanlng 1.6 OWRersnLp Lasie & 3

SROSNPRZAAE CAPital market [ormat, n,

1.

The Caniwan of the oard and Chief mucwtive CIfiger ot Vol tas

b0 an Jadien nationsl who came e it from Tata, the xecutlive Pirecters for

€ tame from Voliart, wad the Genersl Manager in oharge

of SaAnlas UPIng sperations was reorudtod From outoide, Jiooe 1t Permation

WMMMMMWWMMWaMWm@m fron

D ant here o s Lenger say Suise empleyed in Volias.
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As the Company nas progressed it has aseumed a larger ccgree of

independerce from 1ts two ‘unting partancy, capecially rrom Yolkart,

By informal <greer nt, ‘ata now decides all ERIGE Toltey Lnaaan,

which 18 1ceal be .2 of Mata's rreut st o ot L Timecoio ) amd
wohnical resnureen, Yoenthough 11 omne We of tae . ity ., ant e tre
largest s 95 le srare-nlic~, "we liie ing: iace Cae caration wnd Uney Tl
of Indiv acts ws 5 vvmive Laventer, wd han g, oan foltae! eorelary
Proxy 15r itm gt rew, VoLltuw 14 a80%7 1o MY 1be o ortc nat pon BecAR e

of the prestiye 17 ,andr Lo ‘he joint venrturs,

T™e Comnany's nesd office 1o an Bowka,, wit brwo oo in Talemita,
Delhi, Madras, Bacmiore ant Luckmow, In the year 196768, %97 of gua
gosds aoli by the Company were noufaciured in India, #ile 9 were
imported. The prroentage of im erts is gecrensing, bt 12 pe serthalens
incrensing in absolute terms, Teowcwe of & erowing tendancy for wany
sanufne turers %o oell directly t» the publie, therely oliminabimg ¥,
such a9 Voltas, the Company is avare of the negesni ity for AiveretPionti--,
™e primary emphacis of Voltas will still be on the distribatien of
engineering e uipment including afteresnlss servising for a wumber of
®anufacturers, it it has also undertacen the wanulactu=s of oartadn i
ek ae 3ir cenii tioners, refriwration Bquipmentl, wa'er cosiors, eles: -
verhcd travelling cranes, heds's, fo «=11fY Wrueks, core wrilling

souipment and dinmond drill Bits. 1% aleo has enterwd Jein v tares
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with son-Indian partners for *te marufacture of pradusnts suen gs
®ackine t00ls, owitchrear and allied electri~al coiipment, |-
addition, it has undertiion a rumber of Larn=key conitric o crojecta,
Voltas alne intants %o increase §'s manulicturiery a- v.tic o tne

electromics crd aprioultural fislda,

Volts has attanptod to comply wil. ral: el ohirttiver of Ly cceaeg
OEpOrin, bul this ham proves A1ffi-ull BOLE A reaaect A v s FTLLE R
distridutes and of \howe 1t munufac irsa; 2.1 thous FOOER e o Ut at gean
wnder license ~nd the foreign licersors have pra~luded e coany,

Te Melp earn more foreim exchanpe, Voltis tntends 5o 1o reare 1

SONLArNCLIoNn RCLIVitiea in Giaer Asian aouniries,

Voltas is regirded by the Tovernment o Indi. as a foad corperite
sitisen, and 15 in fact looked upon as a Tata Company, Tre Lrgad cutecre
ship moe dovetasile with offioial plang to encourape developre-t of ipdine
oapital markets, In addition 'o .t3 own aciavities, Voltas hine helned ta
Prenets other Joirt ventures between foreign and local collalorators in
Indise 18 has alee acted s the ienal partrer in =y Iadisn jeint
vontures uwaderisiken with foreimm partaers, everthoumh it ie rare for a
doveleping country joint venture 10 lecoms the promoter o° othsr join’
ventures, Ia the future, Veltas will 3mﬁn primarily & trading
rganimmtion, Wt with mmmmn on the menulscture of produete




ViI. PoTe PHILIFS RALIN 2L7CTRCYICS 17D

PeTe Philaps Ralin “iectronics Lid. 48 an ecuity joint venture company
manufacturing electronic couipment an Indonesi . Sialy par gont of Lta
capital is owned by Philips of Eindhoven, a ieacar in electronton throushog:
the world, and the remarniag 40 per cent 1a ocuned by the zuvervsent of

Indonesia,

I. FORMATION

Philips was conductin~ bLusiness in Indonasin before the Seco ‘Jorld Uar.
The Japanecse conruered the country in 1942, and Philips left, lut returnsd
in 1946 end continued manufacturing light bulba, radioc sets and treanemitinr
squipment from imported components, Pelations be tween the Notheriands ari
Indonegia deteriorated, nowever, and in 1957 the Philips pronerty was Sak~n
under governmeni custody, and Indonesiasn Direcicrs were recruiied frosa tne
rank and file of the company. “rom 1957 to 1967, Philip= umuim;l a o
unofficial contacts ;xth the company by shapping it some paris and component::
it also forewent its claims against the government, lieverth~less, very fow
Philips personnel rerained, and production difficulties multipiied. Pinaliy
in 1967, the new regime recognized the neceswity for economic recovery and
for industrial Cocperation, and asked Philips to resums its activitiss in

Indonesia.

A basic agreement was si;ned in lovember 30, 1767 between Philipe and

the Covernment under which the Joint Company received the mavimum £iseal

incentives permitted by thc law, The Company has underiaskes produstien
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of radioa, television sete, and licht bulbs wi'n greater Loeal production

of components to alleviate foreien excianpe nratlems.

1. pAsciug

Philips has & GO per cont uhare and the Zoverament s 40 per cant share
in the capital of 17.95 million guilderz, The gove:rweat raid for 14 whore
by contributing the fived assetis wnich nad previocus!y belonged to Vi lips
before they were takes into custoiy, Prilipe contri.utel ity share by
introducing machinery an: eguipnent, Whatever operating funds have veen

reguired have been ottainod locally,

111.

Philips and the Covernmert have an equal participation on the Roard
of Directors and on the Evecutive loard, The Rxecut:ive ward consista of
four members, two appointed by eash party, During the firzt airht years of
the Joint Venture the Chairman of the Fxecutive Board is to be anpoinied Ly
Philips, Wt he does not have a casting vote. The executive iirectors nave
an iaternal arreagement for the allocation of executive functions amonge¥
thamselves, In the event of a dewilock on the Sxecutive Hoard the dispute
would b referred to the Board of Directors. A deadlock there would be
referred to & General Meeting of the sharenciders, in which case Philips
would have the snjority vote, It ‘s recognised, nowever, that for eny dirpute

o oo that far would signify the end of the joint venture,

In exereising the day-to-day manacement Philipe holds the m*;m
Seoanee of its scientific know-how and because it appoints the Gemeral Manarer.
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It seeks, however, the active participatlion of the government, &lthough
it does not wish interfarence, another key W0 Puilips power 16 in he
supply of integrated macninery; aii of the exisling machinery Has come
from Pnilips or »taer Eurcpean firms and Philips could refuse to msupply

further competible machinery in e event o an irreconciisblie confliat.

1v, MICAL

At the lime of crestion ol the joint ve ture arrasyesent, & teehmicsl
assistance agroement was concluded between Fhilips ami the Company.
The Indonegian Jovurnmont did not wani the paymant of royaliies to
Philips, but the latter isusisted on them becauge oven its whollywouned
subsidiaries pay royalties to Eindhoven., The Lovernment .greed % ihie
policy upon assurances that the Indonesian joint company woald be treatsd
on tan same besis as all of Philips other enterprises. Accordingly,

royslty trancfers have been guaranteed by Indonesisn Law,

Management's sttention har been directed initially 0 the problems
of production, and only recently has 1t Surned % the question of sales.
Philips continues to export & nuaber of provucis to Indoncsis, Wt the
question of conflicts betwesn such imports and the Company's preduciion
has not yet been discussed. (n the other hand Philips has impesed e
territorial restrictions on sales of ihe Company's produsts and suppesingly,

Af they ean become competitive on world markets, the joimt company's

products will b exported,




One of the most pressiny provlems Y gate nesg ewn serp nne,, e

dsie joint veniure agree~cal croalwd Lnree (i07r et Cuta, o en LT nar are
Whese 10 be kept withoutl saange; personns. who ware 19 1o tra - Wy owd joriiw,
personnel who were %o be diomia sd, n 30T tag R N L P
600 of whom were redusdact, Wt the “overiment wss GG LA VT i RBCEL 4

Whew as dismisaible. Outeide of Yhe gov roment e wo..d be dery sittle
saplogment and Whe sovarnment could pot risk  aber L - ot,  Cceor s gy e
Company has been oilisted to #eHp BRIl Leewe mrira o, e gn L R ST

ot & loag time will rass vefore they ous be BEOBO L 2B Y wLBGrIad 18ts Lo
Joiat Company., Cver tae bong vere, the wrememic 2m' :aC1a Atrecure
Inionesia is 90 uncertain and tenuous that it s maa»m;a,;ﬁgi ettt wha
Mcoess the Company might enoy, I[n any event. Ye creaion of the KITH
YONture was & positive step by the Covermment in so fac Lg Lt has recogr e
Whe need for foreign know-how and technol ‘Fe o wme preg. o ed Lo grant mujes: o
seatrol and owmershipy Yo Puilips w0 secure at. Fusisns, of course, had very
I5%81e 10 lowe in returming, sisece all of its ea %8l iaves Lient ned been

ohon wmler custedy by the Governaest,
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VITI. B S0v; 0 070 (1B 1wl UoTHEEwE o) suete . . o KlAW

The Grands Fouline de |4 Trous (G.%,0  1¢ & rumier of COEpAnLe S
controlled Lo the Vilows o0 7 L of Tearce g s v e boroon munplinor of
fiour in Fromies Lot L T U i ed ot e aemye “hed pule
deg Oliarmineur 55010 suw e et Te o Torm am Loond bt lrtuetriatle et

ey

Agricole du Timcn (MLl et Ve pes amr of poaiute and the prodac tien
PRARLL 01 L an Lme 1o Ve ey oen the  kmailow oover o tas e, Gelh.N,
wufferad an 1n° tinl otlack . mainiy o Laexpo o) eoged e, Pgly ties’
preasure prevente. livuatation, an! 1t waa W refove decided ‘e conwest Lo
surar with financial bacring from the “unis d*]nve sty 1oanent des Terey Loy peg
d'Outre-tier (P.1.0.005. . "o vonture wae agmimoa 14 bure, Wl with the
infusion of new moars. ment {pms el ¥y wrd fimareial suppert From the

newly eren‘ud Compagnia Tencisre pour L'0utre-ter (5w w2), whien tous

oquity pusitions in newly ereated . rionn Vontures, J.l.he¥e otartod L0 v

arourd, In 1388 protiction of su me wore than tripled ovar the previous yeur

and sucgens seemed oortain,

COFIIMA amd O, 0.7, decided on s poligy of diversifiontion wud ssoans) on
for G.1.4.8. Diversi . eation ine.wied the produictien ef fiour, sonp, exnttle
fodder and otasr Y, pes of food presactia, Zxnarsien §ave]weq inver ment Ln
other framcophone sountries o Africa, wiih milling sperations bwing by fav
the mest Leportant. ACFican SOV :PrmalE WEMe SAKL0ES L9 Preabivnte as weli

bocause of the prestige attached %@ millin, 1ntastPiss,  B.ied.d. Vinge on tered
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