
COST $&4RING. CONFIDE%-lAI JJ-Y AND LICENCE AG- 

THIS AGREEMENT is made the 13 day of u 1992 

BETWEEN BRITISH-AMERICAN TOBACCO COMPA,w 
LIMTED, whose registered office is situated at 
Millbank, Knowle Green, Staines TW18 1DY 
(kreinafkr called “BATCo”) 

of the one part 

BROWN & WILLIAMSON TOBACCO 
CORPORATION on behalf of itself and iu 
subsidiary companies whose rcgismted ofitx is 
situated at 1500 Brown & Williamson Tower, 
PO Box 35090, huisvik, btttucky 40232, USA 

(hereinafter called “B&W”) 

P of the second part 

WHEREAS: 

A. BATCo has for many years maintained a research and development centre in Bnglsnd 
(her&after callai “the Ccntre”) and conducts and commissions research aud 
development work for BATCo and its affiliates in connection with or directed to the 
development, manufacture and sale of tobacco products aa follows: 

(9 projects which are specifically and separately commissioned by affiliates of 
BATCo or by BATCo itself and which arc paid for by the commissioning 
company (haeinafta called “Commissioned Research”). 

(ii j Centi Research (as defined below) which is carried out for the mutual benefit of 
Participants (as defined below) including B&W. 

B. Resesrch areas and the cost of Ceutral Research are to be discussed and agreed annually 
by BATCo, B&W and the other Participants. 

IT IS HEREBY AGREED as follows: 

t- 1. Nothiag contained in this Agreement shall preclude B&W from conducting its own 
research at its own expense and from having full worldwide proprietary rights to all 
developments resulting from such research. 

2. (4 “Central Research” means the research and development work carried out by or 
on behalf of BATCo (not including Commissioned Research) in the following 
BTcaS: 

(i) product research 

(ii) smoker research 

(iii) process and engineering research 
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(b) %scarch Mat&l” means data (including data held in elccmmic or other non 
material form) and information (including process and product developments and 
r&ted information) resulting from or arising out of Ccntml Research as may be 
agreed to be of value in (i) the development, manufacture or sale of tobacco 
products in the USA and (ii) research and development work undataken by 
B&W. 

(4 “BATCo Documents” mcsns the Research h4aterial and copies thereof and any 
other documents or tnatcrial in B&W possession whether prepared by BATCo 
or by B&W or by any other pcnon containing information which is included in 
or derived from or refers to the Research Material. 

(4 “Participant” means any company (including B&W) listed in the schedule hereto 
as amended by notice from time to time by BATCo. 

3. B&W &al1 make an annual contriiution to-the actual cost of Central Research 
hereunder. The amount of B&W? contribution in each year shall be calculated in 
accordance with the following formula: 

F” Cost of Central Research X B&Ws net tumova (exduding sales to other 
Participants or companies witbin the BAT 
Industties Group) 

tota net turnover of the Participants (excluding 
sales by each Participant to other Participants or 
companies within the BAT lndusuks Group). 

For the purpose of this calculation “net tumover” means net turnover excluding duty and 
excise taxes arising fkom the manufacture and sale of tobacco products (flnished goods) 
during the relevant year or in the case of a Parricipant’s financial year ending on a date 
other thsn 31a December during that Participant’s financial year ending during the 
rclevantyear. 

B&Ws contribution shall he paid in the following manner. BATCo shall in the first 
quarter of each year estimate the amount payable by B&W under this Clause in that year. 
Such estimate shall be based upon the estimated cost of Central Research for the relevant 
year and the net tumovers of the Participants during the previous financial year. The 
amount so estimated shall be invoiced by BATCo to B&W. In the month of April in the 
following yey, the charge for the previous year shall be recalculated by BATCo on the 
basis of the actual cost of Centtai Research and the actual net turnovers of the 
Psrticipants for the previous year. Any difference between the amount due under such 
calculation and the amount previously paid by B&W on the estimated basis shall be 
invoiced by BATCo to B&W or, as the case may be. credited by BATCo to B&W. 

Invoices issued by BATCo under this Clause shall he payable within 90 days of the date 
of issue. B&W may, within 90 days of the date of issue of an invoice or credit note in 
respect of B&W’s contriiution for the previous year, request, in which event BATCo 
shall provide, either M accountant’s or an auditor’s certificate confirming the actual cost 
of Central Research in the relevant calendar year provided always that this obligation 
shall only apply where such confirmation is requested and arises out of or in connection 
with taxation, exchange control or other fiscal purposes in the USA Where B&W 
requests an auditor’s certificate the full amount of the auditor’s fees and other expenses 
incurred in connection with the provision of the ctiflcate shall be reimbursed by B&W 
to BATCo upon pmvision of the certificate. 
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4. (1) 

(2) 

(3) 

(2) 

(3) 

(4) 

BATCo shall provide B&W with Research Material created in accordance with 
the provisions of this Agreement and B&W shall during the life of this 
Agreement irrevocably have royalty-fize use of this Research Mat&l and 
developments resulting therefrom in the USA and in each other counny in which 
B&W8 marketing, export sales, licensing for sale or licensing for tnanufacture of 
a product constitutes a use of Research Material. 

BATCo grants a right of access by B&Ws scientific research personnel to the 
Centre and to Research Material held there for the purpose of obs&ng progress 
with Central Research and for scientific consultation in connection therewith. 

Subject to Clause S(4) where a specific progtamme of Central Research to which 
B&W has contriiuti generates a patent which is licensed by BATCo to a third 
party which is neither a Participant nor an afi?liate or associated company of any 
Participant BATCO shall pay to B&W such proportion of the net income BATCo 
mceives from the said Iicence (after deduction of all costs of maintaining and - - _ _ 
enforcing the patent and any other costs in relation to the patent or licence) as 
B&U5 conttibution to the programme which generated the said patent bore to the 
total cost of such pqramroc. 

The Research Mate&l provided under 4(l) or made available under 4(2) hereof 
by BATCo to B&W pursuant to this Agreement is confidential to BATCo and 
shall be accorded full security protection (and in any event no lesser standard of 
security protection than B&W? owe most confidential research information). 

B&W will retain the Resetqh Material provided or made available hereunder in 
confidence and shall not without the prior conscnt of BATCo disclose the same to 
any third party except third panics which have executed a confidentiality 
agreemat in the form shown in the Appendix. B&W will advise BATCo of all 
disclosures being made and proposed to be made under this provision. 

B&W will upon request immediately retutu to BATCo all BATCO Documents. 
The obligstions of confidentiality in (1) and (2) above and this obligation to 
return the BATCo Documents to BATCo shall not apply to information which is 
or comes into the pubhc domain other than by breach of these obligations or of 
any other obligation of confidentiality owed by B&W to any of the Psrricipants. 

BATCo has full worlduide proprietary rights to the Research Material including 
inter alia the right to patent inventions and the tight to license product processes 
and know how described or contained therein or resulting therefrom and the right 
to license said patents provided that BATCo shall not license any third party to 
use any such inventions products processes and how how (whether the subject of 
a patent or not) in the UA without B&W’s prior written autscnt which consent 
shall not be unreasonably withheld. 

6. This Agreement shall be darned to have taken effect on 1st January 1991 and shall 
terminate on a change of control of B&W after the date hereof being a change other than 
within the BAT Industries Group. 
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This Agmment may also be termiaatcd by citha pany giving no less than twelve 
months written notice of termination to the other parry such notioe to expire on 
December 31 of any year. Without prejudice to Clause 4(l), irnmcdiately prior to 
termination B&W wiI1 comply with the obligation to return the BATCo Documents as 
though BATCo had specifically made the request mentioned in Clause 5(3). lhe 
obligations of confidentiabty contained in CIause S(1) and (2) shall endure beyond the 
termination of this Agreaocnt and such termination shall not end or impair sny 
owstattding ?icatccs granted hereunder. 

7. In reiathm to Central Raearch cartiai out since 1st January 1991, any prior agreement 
for the shating of costs of Central Research is hereby automatically cattcellai, but auy 
Research Material (as herein defined) which has been provided to B&W under sttoh prior 
agreement shall umtitme to be available to B&W but, without prcjudicc to any rights or 
Iicences actually gmnted to or by B&W therctmdcr, shall be deemed to have been 
supplied on the tams of this Agreement. 

8. This Agreement shaR be govancd by and construed in xxordanw with the Laws of 
England and the parties hereby submit to the exclusive jurisdiction of the English Courts 
cxccpt that this submission to that jutisdiction shall not preclude the parties from 
agreeing altcmative means for resolving any dispute between them arising hcreundcr. 

r@- 
AS WITNESS the hands of the duly authorised representatives of the parties hereto the day and 
year first above written. 

p . c. DIRBCTOR 

for and on behalf of 
British-American Tobacco Company Limited 

WlTNEss / SIGNED BY I 

for and on behalf of 
Brown & Wilktnson Tobacco Corporation 

- -_-.-.- _.. .___ -... .----...e . ..__-. 
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