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A meetingof theTobacco Strate2vGroup was heldon Thursday 27thJul,.-1995..

Present: iMr U G V Herter.NlrD P Ailvev,PvfrB D Bramle,;.L'vfrN G Brookes.
Mr A M de Castro,Dr B Schweitzer,LYfrP Viner,IvlissH C Barton

Lord Cairns,?vfrS P Chalfen.infrN Davis,Dr E K--uscli,ivirC Read and
Dr L Rudoe werepresentforitems1to41. fvlrP Radford@,vaspresentfor items2 to
14. Nlri@@ Dunt and 'vfrD G Ste%-enswere presentforitems.;0to 54.

'YlinutesofPreviousNteetin-,

I. Itwas acreedthatminute 12."theCEC shouldbe informedin-advanceabc--!-possibie
decisionsthatcouldleadtoaccountinqprovisions",shouldbequaiified. -@,11@-eyv@-ill
amend theaccountin2instructions.e,,*the.-to specifythetypeof :re-nsw@Lc- shouldbe
communicated. ortoscec"*Eya limit.

ProductContaminationControlProcedures

YfrRead out!'I,-,e-.@the currentproduc: contaminationcontrc)i:;roc.-duresT-ound t@@
Group. Gene.-all%-the Croup aims -,o%-,-ork'Lothe most strin2entrationalrez-.::P-Tions.'--ut
riotailcomparies @-h-,same of5ot)iiisticazion.INTe.-!,.-err;oss: Lncomi:-.z

ar., :D o@-or :oc)c

D-cc.-duresPr2 !xte7:ded'c t,,.eaud;tof :)rcct!s-zes.t:orI . - . -

z,@eonly cor:-,7ar,-.-ze a5'%-forthehiszor.-ofuseoftankers.an@u4-@ouzaCz-.:z:.3-,'neoru:.-
comDanY to Irs;Ls:z@-a-smaile.-quan,,ttt-.sare de;i%-e,-eciin ne,.,.-. dr-,LTs.

n@-@-et!n:!Nz,-.anccz bU' 7h:S will ric:

:rac-;Ice;s

'Yfaintenanccand se:-.-:iceare times of hitzhr,'slm-forproduct1-c:-,-.arninazio.-..The-,,are
controlledbv cus,oniand practic!!.-ai.:h--n(imt-nt.A starthasbet-:-.made ;n-zn-zuri,-iszthat
procedures a,-.- ari@ ',,utthe 'otalGroL::: no, '--e
completeuntilthe-nd of 1996.

i'vlrRead recommended thatFinishedproductsamples shouid be taken --,:)rsensor-,-
analysisfrom eac@ biend lav-do%vn;the pr-@cticalitiesof this quest'Lored.but the
recommendation was accepted.Some manufacturingoperationshave a poiic-.-of tak-inz
ci2arette samples following manufacturing material batc,i c.-=.ges (i.2.
casines/adhesi,.-es).whiistencouraized.itisnotconsideredmanda-.orywithzccd sUppli,-7

qualityand in-cominl,materialcontrois.

6. i'vlrRead furtherrecommended thattheproductleavingSouthampton should*oemarked
withtheyearand machine of manufacture,as now, butthemonth of manufac-,ireshould
be replacedwith theweek of manufacture,thiswould ensurethatBATCO would have LTI
one week torecailproductifany problemswere identified.nis was agreed. C:)

r'.1)
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7. The importanceof continuousoperatortrainingwas agreed,but itwas notedthatthiswill

become lesseffectiveas factoriesareautomated.

S. All materialsare clearedforuse by AL@VIGP,however, itexcludessome productsbought

in from othermanufacturers.Itwas agreed thatwe should ask productsuppliersto
disclosetheirmaterials,on a confidentialbasis,inordertomeet our duty ofcare.

9. iMrChalfen reportedthat,in theUS, allmanufacturersdisclosetheiradditivesto a US

law firm and the consolidatedlistisavailablefor regulatorypurposesworld-wide in
supportof US export trade.BAT needs a procedurewhereby allthe additivesused

th.roulyhoutthe Group areadded tothislist.Suppliersof finishedproductshould then be
askedtocertifythattheirproductcontainsnothingthatisnoton thelist.T'hecreationof

a Group-wide consolidationof thislistwith any additionalBAT additives@vorld-wide
was endorsed atthe KIC and thisshouldnow be implemented. Mr Chalfenwillreport

back tothe November TSG mct+ingon what has bee-iagreed.

atthereisa,0. In summary, bestpracticeisnot imple.-nentedeven-@vhere.Itwas agreed 'h

need to apply rigorousGrout)standards.A compre.@e-isivemanual Isbeinizestablished.
Companies willbe asked to ce-iif@,-thatitisbeing followed,and it be checked

throughproduc-ionaudits.

11. L@vfrRadford reportedthattheproceduresadopted for disasterrecoverycl--be used @or

produc-re-.ail.The need isforbroad-basedguideiines.Tne OperatinzG.-oupswould
the-ide,.-cloodealled procedurestailoredto the-.rdift-e.-entdistributionc,ianne;s.Tiit:
cyuidelinesshould cover contractmanufac-ure.

2uic@:ii.- @D@,
I
:est cra@--.:

.
cz ra@LO.- orr.-ileOce-at@:-.7r;roups

-xiemai oenc:-Lmar:@-s.ordiscussionwith theOpe.-atinaGroups.

Internet

It-.@.-as:-:Ie :L,zh-@: 0--2raiinL,Gr,-)L:7C'iai.-T,-.ar,that @l,-Gr.:)L:::'--

poi:,c,.--.4@-a-coru-..---,iorito-@it@nter7,e,isprohibited.A -ioteto thiseffect sen::0
the H,-adsot-@,flS.but :heO@-eratinszGroup C@airme,-i-nustensure thatthisprohibition:s

known ard e-if,)rced.%fr'Zadford-@viiiensurethatfmpe-i'alTobacco, Canada. isaware or
-

BAT's conce.-,,s.and -NfrBramie,,,,viilcommunicate --iti-L-BATCo'sassociatecompanies.

riedout of @,vheherat*LachmenEtothe Internetmight @e permitted inA review isbeiriiacar, I

some stand-alonesituations.NfrHe-te-urszedthatthe review shouldbe completed as
soon aspossibletoe-isurethatcompeitive advantage isnot lost.

Smoking Issues

I Dr Rudze reportedon de,.-ciopmeitsin smoking issuesover the pastyear. Press

statementsand briefinemateialsareswiftlybeing communicated to the@VFoleGroup.

The Operating Grout)swere asked tosend any additionalquestionsthatshould be inthe

questions-and-answersmaterialtotheKey IssuesCouncil. The Key IssuesCouncil will

considerho%v communications can be dealtwith pro-actively.

Lri
CD
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16. A projec,has been setup, headed by Dr C Proctor,torun from September toDecember,
to examine thepossibilityof "bringingsciencesback intothepublicdebateon ETS". It
isintendedthatthisshould be pilotedintheUK.

17. Othertopicsraisedincluded:IARC ETS studies;theUK SCOTH review of ETS science;
the publicationof an analysisof B&W documents;the FDA regulatoryproposalto
PresidentClinton;and thepotentialclassactioninAustralia.

ScientificResearch Group

18. T"neSRG was -stablis,@edin 1986 to identifyresearchrelevantto smokiniz issues.

Ex-emai expe:-,5re,,,iewprojectproposals,and the resultsof externalresearchare

publishedinde::e-ide,-itlyby theresearchers.

19. Sirce B&.W f@irdedthe-.%-orkconsideredby them as most relevanttothe US intheCTR.

B&-W \x-ithdre,.%-from theSRG in 1994. The %vorkofthe SRG isnotbudizetconstrained,
and additional7'-lndswould be providedforrecommended projects.

Group TechnicalProgramme

Best proeramme has achieved parit,.,;LnUS F7. has not

ac-;e,.-e,-4sup,-7:orit%,. o,-causeof the -e-enizinceringapproac-@.and par.':.-because

r.@- 'ar2e,.,.as

21. of s,-..ck.-rsiave bareivcharged over the years. T*,ie,..-.,.-antmore
!es--.;-@zatio.-i.less dr-.-ness.more naturalnessand lessartificiai@7.-.Some

'@,u-othe7s-.vcuid!ikelessstr--n@---.

Droduc:san(-'in',f@--:coro.isI 'Z7,-zn2t.,isara %veaK,-ie@,sesir:our rj,%@,@n

imorove-@ne-,[proszramires. W07:1 wiii cz:--:--iutcut

-co.-aiiirLic,@-aEL%@eaot)roaci on oui',Z::-7 JOC.@3

:s ing directionalimr)rovenerts.

24. T*.-.t'@V-",.-3PrO Z7=;,-,.e .vasas:N-edto re-evaiuatethe impact -o@rnr4l' -Qfzo@acco. i'vlr

7,--@C-::!--4Z!-@7-'P.',t'sduration in the US is 1-8 months. a-zainst1--z--.r-,thsfor

and ",'iC!!7L-': made from longer-matured tobacco achieves s;Lz,-.ificantly

ir-.:70Ve--4 smcl-l@.-,equ-.ii-,--ratingsfrom consumers. BAT Germany has recer:tlvraised
the dura-@Lono;::s'Ia%,ourzrades to24 months, although overalldurationwill -iotchange.

Hc,-,sen-i'"Orinct:smade usinp,tobacco which has been matured for@-to 3 ve2:sinwhole

lea@@'-,o=.. Orce the impact of maturityon smoking qualityhas been re-evaluated.the

cons,-c-.;.-.-c--sof anv chanizeinpolicvwillbe examined.

25. T:@-@ biend ',-,asachie,.,cdparitvwith \,IariboroLiszhts;,ICPT.

26. Tr,.:--@is:-,o propra,=e forUltra-Liizhtsas thereisno benchmark. Ir,;Itsplace,
thereisa proje--:tod,-a,.vuT)a toolbox forimprovingUltra-Lightsproducts.

ui
-4
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27. The WNVB programmes should ensurethatknowledge gainedfrom American Tobacco is
sharedaround the Group.

Innovation

28. The Group TeclinicnlProcr.-immeliisprovidcd a forum forsharinginformationand has

createdan excellentteam spirit.Ithas achieiedparityon [Bs and identifiedstrenliths
and weaknesses,but .vearenow attheboundarf ofour curreitcapabilities.

29. In 1991 the decisio,-i.vastaken to focus R&D efforton productdevelopment,and

BATCO me-:zedthe Group researchdepartmentintoitsR&D department. rne decision
isbelievedto have bee.-ithecorrectone with the eliminationof duplicationand R&D
becoming more Marketing-driven.The focusof thelastfe,.vyearshas bee-ishort-term
Nviththenee,-4to addressdeficiencies.The focus now needs to switch to a nore long
term orientation,to ensure that@ve do not fallbehind avain in smokin!zor product

quality.Battaiionisaddressingthequestionof,',nnovation.

30. BArs of :)ate.-itinaisrisiniz,Comrared %vithcompetitorswe areinactivein

f kazir,,zand atte.-nativeproducts.,hear.-aso =2c

Coresta

31. Coresza has c-7out)s (Azronomv. Ph-,-topatlioioeN-.Tecfinoiosz@.-.=d Smoke)

%%-hic'-concentrateor*ianal%?ticalmethods. testmethod-z.standards. and

-I '@-ias be-.n orned 'o,.- RJR. ard B.-.T.

Poss-'L'oiesuc*.z:,-ts--orascussion inc',Ldemachine smol,ng, tl),nitionprc)ce:-,s-iry,filter
-7" ,-ieldsand @heC@,i@e-

Or,, @rnz--7:ng Z-oun.P.%Lpr@-se:-.is---5tronEz,uri-:-edtocuseda-@,-cao'-.R2Ris
Direc-,or(-.vrois a me7,*-.eroF the ?-'7 :'car-l@)an,@

-,@&.D.'--z@,aiaz--'CorForarc

34. B.-@T z-@'ioui---seits:ii-.@'-u.-nceat Coresta.whe,---itcurrentl%-chairsnvo ke,.-corrnittees,to

e-isuretha@, iocuseson itscore roieof settingstandardsand avoids-t@z@@mingdirectly

ir.,-'ieaithissuespe.-se. The BAT rcLresentati,.-cs-,.uszimprove

zheir of C-rouD-wide positions.inc@udinizreg,.iiator-,@-and le@,aiissues.so that

they can ccn-.,-@loute '@,frRead should brief the TSG annually on de,.-e;opmentsat

Cores-,a.

Technology RevieN,,-s

35. %Ir He-ter that.except for the B&-W review. itwas diffculz zo assess our

standinz re;,-:"veto compet;tors from the evie%vs. The finalreviews, which are due in on

18th AuQusz. shouid contain more competitor assessment. even @vhere ',hisis orliyour

bestjudizeme:,,(.

c@o
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36. Theinvestmentprogrammehasresultedina goodposition@vithrespec-tomachinery.
BAT takestheleadin co-operatingwithmachine manufacturers.P,@vlhas an advantage
from itssmallerrangeofproductswhich allowsittonegotiatebetterpricesand delivery
datesfrom machinerysuppliers.

37. i\,irDaviswillco-ordinatea team toaddressagainthesubjectofproduc-specifications,
forexample,packsizes,to make a recommendation totheTSO.

38. Most ofourmachineryisnow very modern.butwe must c-isurethatthepositiondoes
not erode againover time. The machine buv-backpolic-,-should ensurethatthe
machiner,,iskeptup-to-date.

39. The overallpositionisthatwe have now achievedparityon s,-nokineand productquality.
Our averaqecostsaresliglitiv.lower thanthoseofourmaj*orcompetitorsasaresultofour
factoriesinlow-costcountriessuchas Indiaand Indonesia.

40. We monitor our parentsand the percentazeof rumovc,-speit on RP@-D relativeto
competitors,butthisdoes not givea measii-reofinnovation.orvalueformonev inthe
spend. Fo@veve,-..itcan be saidthattheorivcommerciallysuccessful-roductsinthe
past I-;yearshave come from BAT (the@rcsz-e,-@-itwas Cac@-:1.8 vearsaLo). The same.
%vith',het!xc.-r)tionof DIET. can be saidfor-.roc.-sses(forex--,-,ole.HTD. directc,.,iinde:-
casinq..CLIF@, STS).

4 Co-ot)e-ationaround theCirout)isgood on -,n-@c@inerv.purc;-.as-traand 7@I-D, but ithas
ocer, zood on %[SD. This isnow be;,iatackled.,fore@.arno'le,thethreedill'erent
@v[R-Ps,,-s-,e-nsare be,ng lir@,edthroulhariinte.-i-ac-..The 0::e-atin2C.-out)Chair@ne.,i

ah'a!i tothislar!zeanc

ProzressReror-.--

ior',io;@bac@*-or, if-@e -a@,m2 'a:an.nend:nrthe
r-,ezctiac;;o-,s%vith

Dr Sc'-,,.@'e:,zcrLi@iiia@--,'ise%,IrBrookes of a::,.-change to the ol Vic@roy
ForE-.szE-,irope.

4-'. Tne sl@iou:cl'oe@!.-<-,end@dto 5zi:@:sin d,,e'@:@-z-4or,-.eS7:C

4-1. BATCA and BAT Germany should propose zo i@,trHerier a deailed plan o-l"how to take
Holl,,,%%-oodintolocalmanufac-ure inRussia.

45. tvfrHerterhasdoubts thatJPGL istherlizh,,'--,-andforRussia. Usinz a US bl-..-idshould
be considered.

46. i@-frHe.-te,-has doubtsthatPallNfallcan be extendedto Imiz.7ne zestinC-e.-ievashould
go ahe--d,buttheresultsshould be consideredcare.@'ullybefore-oll-out.

47. There isan extendinizpatternofpricecomoetitionfrom PNf.includinszAustralia,where
ivfariboroisatthelowestpricepointinthemarket.

CZ)
r\j

C-i
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48. Mr Bramley asked BAT Germany to provide BATCO Marketing Intelligence

Department,on an ongoing basis,with the best estimatesithas availableof PM's
volumes by marke, inEasternEurope inorderto up-datethe Centralstatistics.

Statement ofTrading Principles

49. Therewere no problems with theStatementoftmding Principlesas presented.

ProjectBattalion

50. Itwas agreed that he strategicimperativesmust be con=unicated consistentlyacross

thewhole Group.

ri. The preliminary'i.-.(@ingsof theN/farketingand Rez;onal Drive Teams .ve-Cpresented.

5'-). It was aqreed tha- an outlineorganisationstructurewould be announced in early
Nove-nber. to be d',@-zcussedinderailata Conference inlateNovember. T,@s @vouldthen

rollon intore,21ona;meetingstoplantheimplementation process.

There disagrt:@.-nentabout whether thereshould be an inter-imar-nounct!-ne.-itin
Septer,-;b@.-.depenci".-.zon wnar could be saidvs ,vhatnimours mlzhe Filla .-ac,.iur,-..

The nex: TSG mtz@ii2 on !9th Septembe7 willbe devoted to a disc-,:zsionof Project

Battalion.

H C Barton

21stAugust 199'--

C:D
rNi

C.:;
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