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A potentially serious hitch in the proposed 
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merger between RTZ Corporation of the UK and 
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CRA, its 49 per cent owned Australian associate, emerged yesterday.

Mr Ralph Willis, Australia's federal treasurer, said he would approve the deal only if certain conditions were met. He said his government 'considers these conditions are necessary to protect Australia's national interest'.

In October, RTZ and 
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CRA announced that they intended to merge their operations and management, in effect becoming a single corporate entity with total assets of Pounds 9bn and a combined market capitalisation of about Pounds 14bn.

Neither company is making a bid, no cash is to change hands nor assets to be exchanged. Shareholders will retain their holdings in 
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CRA and RTZ but vote together on significant matters. The companies said this 'dual listed companies' structure was modelled loosely on arrangements at Unilever and Royal Dutch/Shell. Shareholders' meetings to approve the arrangements are scheduled for December 20.

The Australian treasurer's approval is required under the country's Foreign Acquisitions and Takeovers Act. Mr Willis said he would give approval only if 
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CRA was allocated responsibility under the new arrangements for the two companies' Latin American assets and if there was a provision for Australians to make up at least one third of the dual listed companies' boards, which will be identical.

At present, 5 per cent of the groups' combined assets are in Latin America.
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CRA and RTZ yesterday said they were considering the implications of the treasurer's announcement and would respond fully 'in due course'.

The precise management structure of the dual listed companies has not been set out in the documents sent to shareholders. However, there has been a broad indication that 
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CRA would look after the 'eastern hemisphere', from India to the Pacific. This would leave Europe, the Americas and Africa under RTZ's management. A small group of top executives in London would take strategic decisions for the whole group.

The key Latin American assets which the Australian treasurer would like 
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CRA to manage include RTZ's 30 per cent interest in the Escondida copper mine in Chile and its 51 per cent interest in the Morro do Ouro gold mine assets in Brazil.

The dual listed companies proposal also contains no provision for a set number of directors of any nationality. Earlier this week, Mr John Uhrig, 
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CRA's chairman, told one shareholder who had asked about the lack of guaranteed Australian representation on the merged companies' boards that the companies did not want to be prescriptive. He said that, in years to come, the board could well be made up of a spread of international executives.

Mr Willis's conditions coincide with reports of some institutional unease at the deal. While understanding the companies' arguments for an operational 
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merger, analysts have queried whether investors will benefit from having a merged portfolio of mining assets, as opposed to two fairly distinct portfolios between which they can choose.

