
i 23APR1990 
-..--- 

?Hs -- 

Jeai-Louts Mercler 
Chairman ana 

tvet Execuhve Offtcer 

Mr. Alan L. SesrC 
Errcish-Americac Tobacco Co.Ltt. 
:de.s-minster 3use 
7 Xillbank 
Lcndon SUlP 1:: 
England 

Dear Alan: 

I c;ouid iike far the record, tc infcrm vou 
cf my conce?- ,..s regard& the recent suggeszeti c&&es 
in the Fundamental Research Program in Scuthamgton. 
My concerns Erise because of the process by which these 
decisions were made &no because of the cost implications 
tc lmperiai Tobacco. iiowever, before acing into more 
detail on these Feints, I would like to rerterate Imperial 
Tobacco's cocrnit..ent to the need fez longer-tern Funda- 
mental Research and our confusion &.s to the process of 
identifying TSRT cblectives and integraang them into 
the existinc Rricrlties. 
agreed wotk 3es'c serve 

The procedure wnich we had 
this purpose ccmes from tne R?G 

m:nutes which you issued in 1985: 

'ALE tc make sure that Research Direc=ars were 
&ware of key presentations to Senxr RAT and 
CAC management so that they were well informea 
for any suhseguent discussions. If necessary, 
meetings of Research Directors shculd be convened 
to enable a consensus of BAT view to be established 
at the scientific level prior to a key present- 
ation.' 

it would appear that in the mcst recent decr- 
sions, this process has not been followeC. In this re- 
gard, I would make the following pcints. 
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Ii 1s my unders~az~~zg that the R&Z crlcr:z:es 
ouzi:ned at the TSRT meeting cf November 8-9 had teen 
agreec a: the R?G meez:zq ir. Va?.couver. This acFears nc~ 
tc be xe case; indeed, the final minutes to thcr -:bnccu- 
ver meerin g arrived some six sreeks following thel: Cs- 
cussic;. ac ihe TSRT meeting. Iz was equally unfcrt.:naze 
that the TSRT was made aware of an outline of adCI::onal 
priority items at the Novetier meeting which ir.vlzeC zei- 
ther lanai from, nor prrcr Csczssion w:th the RX tele- 
ga:es. Ttis is contrarv to the above procedure. - 

From the TSX'I '93 ziT.i;tes, reference is rate to 
fu?daepiai research 'conce---=-' *. -------ng- in Southamptcn - with 
other wcrk being reduced in scale resulting rn a srgnrfi- 
cant decrease in zhe numbers empioyed there'. P?.ezt is 
nc reference to an increase Fz ;;lanpower and the resulting 
increases in cost to ;he Grsc? Funding as a resclr cf tLhis 
,&. '7 .-a- 22 emgioyees. 

Xthough yocr faxeC note of March 26 (Xctt tc 
Ncv. '53 ZSRT meetin cn ?rc-,csec Group Fundamental Research 
Program. and Budget] refers tc cost increases cf 13% over 
1989 (:.e. 3.76 vs 0.66 for XL contribution), cur arcgosed 
Scuthry;zon expenditure fcr LO90 will be increased ever 
our ac-,.~al l999 invoiced flgdres (i.e. Greendot ant Fund- 
amental I by e (i.e. .76 vs -313). This coincides with a 
proposed 30% increase tn Imper:al’s conCributicc :z the 
SRG (i.e. .066 vs .066) this year over 1989. 

iihiie an increase iz the fundamental research 
activiy (iS%) may have been acceptable to ImperiC Tobaccc, 
tnis wozld or.ly have been i5 the identified areas cf research 
were of particular interest :c us; however, I understand from 
3at Dcnn that these areas may not meet those criteria in 
s-,ecific terms, and he expresses some doubt from kis most 
recen'i meet:ngs in Scu=hampton of their general accept- 
ance with t.ie other Farclczsancs of that March meezlng. 
in facz, we are not cczfident as to what this GE% xcrease 
;n our budgeted ccsts will :ndead yield us; there a;:pears, 
from Ae tentative wcrk areas outlined, to be an xtual 
reducaon in the effcrt in areas of greater impcrrince to 
Imperlal Tcbacco. 

V-u -- , no dOUi, apgreciate that the ccsts and the 
merits of i:?iS research must be justified to our crher 
shareholders as well as our tax auditors. 
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We would appreciate your ixediace reacticn 
KO these comments, and would invite you co Hontreal 
for discussion pending the outcome cf the April 25-26 
meeting, and prier to the upcoming XRT meeting. 

Yours sincerely, 

C 

lxM:pt 
I/ 

P.S. Alan - If you can't ccme to Mo:-,real before the 
next TSRT meeting, maybe we can mee; in London May 17 p.m. 
to discuss a proposed procedxe for :he forznulation and 
approval of the Group Fundamental Research 2ogram. 
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