Note to Dr. R. Salter

R&D Priorities

Since 1985 we have raintained a camputer data-bank of R&D
projects conducted ttroughaut the entire BAT Growup; this
classifies projects oy a variety of descriptars amd records
allocated effort. In order to give an indication of the
relative priorities attached to these various projects, this
note defines the majcr husiness abjectives being addressed
(which appear as one of the project descriptars), amd the
percentage of effort devoted to each business cbjective,
averaged across the Group. It then illustrates each of them with
same of the more imartant projects.

Smoke Quality Irprovement

™To have the technclogy to enable Group Campanies to achieve
superiority over leading campetitive brands and to be able to
maintain smoke quality whilst responding to other probahle
restrictions. This will include the need for reliable methods
of measuring consumer assesspents'.

Effort allocation: 30% (but as high as 57% for B&W).

This category incluces evaluaticn of altermative tobacco grades
and the potential for tcbacco improvement thraugh genetic
adaptation. Also covered is the important area of sheet
technology, includi-n ammonia treatments, amd the search for new
casing and flavouri-g materials. Altermative techniques for
consumer research ad product testing represent an additional
priority topic, as does many of the extensive range of prujects
associated with on 2rd off-line quality control.

Product Modifjcation in Response to Requlatory Authorities (amd
ted atory T

"To be aware of all legislative standards affecting present or
proposed fublre Grod products/processes ard to ensure that
technology exists to enable these standards to be achieved.
Additionally, to ensire that the Group is technologically
prepared to adapt products to meet stardards imposed on the
industry, without i=pairment of consumer acceptance.™

Effort allocation: 5% (but as high as 24% for Southampton R&D).

This is a broad catagory encampassing such diverse activities as
the search for appropriate measures of smoke bioclogical
activity, methods for assessing the fabric-ignitability of
cigarettes ard mears of reducing the minor components of smoke
including carbon maxxide, all of which increasingly are
attracting requlatccy inmterest. Also included in this sector is
aur basic research on envirormental tobacco smoke and the
recuction of sides‘zeam smoke.
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Cost Reduction
"'Ibhavetheta:hmcgympabllityofbeugmelmtcost

producer for corresparding styles of products in Group markets
whilst maintaining qality standards“.

Effort allocation: 6%

Important projects in this category include the evaluation of
alternative means of cutting and drying tobacco and of
altemative feeding devices for cigarette making machines. In
general the aim is to seek improved f£illing power and thus
recuce tobacco costs.

Cicarette Physical Parameters (Subjective)

"To identify consumer standards for performance ard to be able
to achieve these bcth efficiently and consistently whilst
respording to other probable restrictions”.

Effort allocation: 5%

Several of the Cost Reduction projects also fall into this
category: tobacco filling power and its potential for improved
firmess and other cigarette features are priority topics.

Altermative Products

"To position the Groop with appropriate technology in the event
that alternative products to conventional cigarettes either
became a significart threat to aur business or constitite an
appropriate diversification®.

Effort allocation: 4%

This category camprises just two projects: NOVA, which
represents the BAT Tundamental Research aimed at a Premier-like
"cigarette" for the long term; and GREENDOT, which seeks to
establish a range c£ products whose tar/nicotine ratio is much
lower than for camwertional products.

The above business cojectives account for 60% of the total R&D
activities of the Graup. Apart from the specific topic of
Agro-technolagy covering essentially the leaf programmes of
Brazil which accounts for a further 5%, the rest of the Group
projects either do not fall into the above categories, or span
several.

The total experdit—e of the Graup on R&D is approximately
£30 mn. p.a.

ALH/SC
30.4.90
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