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1st May, 299C

M-, J-l. Mercier,
I~perial Tochacs Co.

E:L"ada

Dear Jean-iouis,

I an now able to respond to the varicus concerns expressed in your letter
of 12th Azril.

wWhilst I have generally tried to ensure that VPs of R&D are aware ¢ the
issues raised at BAT Industries level (by circulating draft matsria:,
m)m%w&h&ﬁntimsmtdmﬂuﬁmm:qot
Sar*wmmemnlyheldveryclcsaheczuuofthem

2 lcsses (not even Dr. Birns was involved). From my many comtacss
u:ammmmﬁmmmimzfutmm&a:
cerczalisstion of Fundamental Research was a concept which would gain
support; by the same token I had a good idea of the additicnal topics
which wald qain general suppart. Contrary to the view conveyed to vou by
Pat Dumn, I can assure you that all other campanies represertad at the
recent Southarpton meeting fully erdorsed both cur progress on existing
Frojects and cur new proposals (subject to scme final detailing by

/\ specialists, arranged for 25th-26th April).

The issue of attaining agreement among all Group carpanies on the
different R&D pruject propesals is always a challenge - we often find
preblems in finding camxon groud for instance between the US amd Caradian
interests. In broad tersms US would support smoking quality i

proejects whereas Canada wauld support Requlatory Issues. In 1987
reccgnising this polarisation we set out to achieve a 60/40 split in
effort ailocation between smoke quality and regulatory projects. Over the
recent years they have risen to practically 90% regulatory projects. i.e.
heavilycrimtndto&mda'sintamts. In the new projects we have
inclided cne major smoke quality project - together with a few smaller
projects and they received unqualified support fram the carpanies other
than Carada. ETS research will be samewhat lower than previcusly, bt
this reflects a directive from TSRT.
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The financial consequence of the restructure for Imperial Tobacco will not
be as sericus as you suggest. Firstly, I think if we are to consider
irvoiced costs we should work only in terms of your actual invoiced costs
from BAT which for 1989 were £0.583 mn.ard not £0.513 m. as your letter
suggested (sse attachment). Whereas I indicated at last November's TSRT
that the probable charge to ITL for Fundamental Research would be £0.76
m. a closer analysis based on the new organisation indicates a likely
cost to ITL of £0.690, This represents an increase over 1989 invoiced
costs of 18%, which allawing for 8% general inflation is, hopefully, more
acceptable than the 48% figure that you derived.

I hope this goes sane wvay to respanding to yar concexns, and I look
forwvard to further discussion with you an 17th May in Millbank. I then

propose to visit ITL in June, to review R&D and contimue discussions on
how to improve the process of achieving a sowxd Group R&D prograrme.

With kind regards,
Yours sincerely,

Qua- \. Syl
A.L. Heaxd

BATCo document for Province of British Columbia 20 April 1999

BATCO

GG981010¥

———
00003542



