BATCO

BATCo document for Province of British Columbia 1 November 1999

Smoking and health related issues have a serious potential impact on BATCo
and its group companies. These issues may give rise to product liability
claims from smoxers, personal injury claims from non-smokers in relation to
environmentwal tobacco smoke, and legal challenges to normal commercial
practices such as advertising.

Attacks on the industry by anti-smoking groups, health authorities and the
media contnue o show a tend worldwide of proposals for new legislation
affecting the marketing and sale of tobacco products. Legal Depariment will
continue to work closely with Corporate Affairs, Smoking Issues and R&D
departments in resisting unwelcome legislative proposals.

BATCo's siratez for handling smoking and health issues is to take pro-active
steps in order to zrotect the Group's position. These include:-

- wiiness icentificaiion work in—respeet-of-petentia-awsuits,

- LGie ot LIt VAt aggniewt
- documentziion of relevant issees including public awareness of the

claimed risks of smoking is“individual markets,

- preparaticn of position papers on areas of particular interest (or
sensitivity as idemi:’:eg by the Key Issues Council set up by BAT
Industries, e

- the introduction and implementation of a practical and consistent
records managemen: policy,

- research work consistent with the Company's legal obligations, and

- liaison wi:h natioral manufacizring associations in individual markets
anc discussions with Governments on legislative proposals and
voluntary codes of practice.

In additicn. BATCo's peficy will continue to be strenuously to defend product

liability and ETS :laims brought against the Company.

INTELLECTUAL PROPERTY

Backgroun:

rou's inteflectuai sropenty (in particular its trademark
ctezielom order i preserve and enhance the geodwill
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attaching to the Group's brands and to deveiop competitive advantages in our
business.

I. Trademarks

There will continue to be a number of developments, both legal and commercial,
which affect BATCo's traditional perception and use of trademarks. These are:

a)

b)

<)

d)

()

the creation of a single unified market in the EU based on the removal of
naticnal barriers to the free movement of goods. This approach is aiso
influencing other economic groupings such as the Andean Pact and
Mercosur. At -present the legal consequences resulting from
developments in the EU are,

1. It is not normallv possible for a trademark owner to prevent
branded products scid in one EU country from being exported to
cther countries within the EL!

i A trademark owner cannot impose restrictions on its licensees or
distributors in the EU which prohitic them from selling in the EU
cutside specified countries.

jit. Harmonisation of trademark laws in the EU may cause some
complex problems for the BAT Group due to the long history of
sglit ownership of some important marks.

the developments in the concept of trademark use, i.e. under most
national trademark systems some use of a trademark is required to justify
its remaining on the Register if the registration is attacked by a
comgetitor. Mere token sales may not be sufficient for this purpose and
"genuine commercial use” may be necessary

the increasing range and 2xtent of advertising bans ona tobaczo produc:s
is like!y to encourage the use of trademarks on non-tobaceo products.

the growth of irade in counterfenss and look alikes.

Copyright

Copyright is imponant 1o BATCo :n protecting trand image for its products in
the market place  Parncular benefits afforded to BATCo by copvright include
the following -

a)
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Copynght gutematically vesis in the author and does not need to be
registered on any register in order to de enforced. It can therefore be
used against an infringer immediately without incurring the lengthy delays
often associated with trademark infringement proceedings To preserve
our copyrights it is imperant that all original drawings and anwork for
labeis. racks and advernsirg ar2 signed. dated and safely stored and that
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the Croup should have water-tight contracts with its designers and
agencies vesting the ownrership of copyright in BATCo or the relevant
group company.

b) Copynght can provide a right of action where BATCo is unabie to obtain
trademark protection for any reason e.g. because of non-use.

) A breach of copyright can have a very beneficial psychological effect on a
judge dealing with a trademark infringement when he sees a complicated
design copied down to the last detail

d) Copyright may cover the toral design of a pack or label whereas a
registzred trademark generaily only protects a part of the product get-up.

Patents

Patents are important to BATCo in protecting its new technology  Some of the
developments mentioned above in reiation to trademarks apply equally to the
exploitation cf patents e g patent protection cannot be used to exclude parallel
impons within the EC and in some countries if a patent is not used. it may be
vulnerable to the issue of a compulsory licence to third parties including
competitors

Future Polic

BATCo will continue to regisier the Group's trademarks in all territories deemed
appropriate to each mark. New registration policies based on priority brands and
territories will be developed and agreed with BATMark Limited, the new central
trademark management compary to be set up by BAT I[ndustries on | May 1995,

BATMark, which is to be based at Woking. will be responsible {or the protection
of the Groug's intematicral trademarks on a global basis on BATCo's behalf. It
is essential that BATMark shculd recsive as much information as pessible about
the use or proposed use of trademarks throughout the world and that marketing
departments. both at an international and a local level, communicate their
priorities so that BATMark kncw what trademarks and territories are seen as
imponant for future brand development In the light of this information,
BATMark can make judgements and recommendations about the Group's
trademark portfolio. including :he cpportunity 1o dispense with trademarks that
are no longer of interest

BATMark will continue to nave a key input with regard to new procedures
which are about to be introduced for controlling and approving brand launches
and brand medifications in BATCo's end markets  Responsibility for operating
these procedures will be with the RBU's but BATMark will ensurs the legal
integrity of brand use inciuding trademark verification anc protection and
appropnate licences (see [T 3 Selow)
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BATMark will keep under review the creration o7 those agreements (0 which
BATCo is a party and which have the eTect of div:Zing European markes for
particular brands in order to identify pctential legai threats to its markets and
potential marketing opportunities afforded by the creation of the Single
European Market.

BATCo will not knowingly adopt tracemarks regisizred by its competiors or
sesk 10 usurp the copvright or patent rights of its ccmpetitors. It must however,
take a strong line in situations wherz competitcrs seek to encroach upon
BATCo's rghis A tough policy towards 'r'“rz’mem 1s of paricular
importance in markets where new produlis seex fo gain market shace by
tmitating ot 'feeding off established brand names

Copvright should be used as a supplemeri to BATCo's trademark nghts, 5o as to
widen the scope for retaining BAT's exziusive righ: to use its drand names and
late! designs

BATCo will continue to seek patent trotection or new technelogy which it
invents in those countries where the technology may be of relzvance 1o its
business ard future operations or whers BATCo wishes to block the use of the
technology by its competitors. Patent iling is essentiai to protect the fruits of
BATCo's research. However, patent {iiing tends 10 be more expernsi2 than
t"‘:mark rezistration and therefore thers is a regurement to be more seiective

n the numter of international filings which are mzZz of any paricular patent,
P:ne s in which BATCo has no immediare interest will be offered 2 other
companies in the Group. It is essential that there skould be regular excharges of
information about the patent filing programmes of BATCo and cther prncipal
1cdacco operating compames namely Brown & Williamson, BATCF anc Souza
C'm Ot...mlse the'e is a risk of dup llcanc-x or conflict if ,,at"t ﬁhng

Leg2i DeparimentPatents Department snouid cont-ue 10 hiaise with the R&D
Depariment in order to preserve the int2lieciual propenty rights asseciated with
R&D activities. It is particularly imporizrt to enscre that the Group's owrership
cf inverticns. new deveiopments and confidential informaton is zroperly
sz2guarded by sesking to secure paten:. copyright and trademark proiecticn at
an 2arlv stage  [n deajings with outsice 2zencies or 2iher third parties wio may
be involved with BATCo in R&D wark it is imperant that BATCo conunues to
mzke avers effort to secure that where: e possitle the ownership of intailectual
p.m erv r-'z'r"' arismq from suc‘1 werk e<._ in 53TCo and conlidentaj and

Communigaticn

The compiex international make-up of ike 3AT [ndusines Group means that it is
essential to maintain adequate communtanct 2nd information exchange
berwvesn oerseas operating companies 3r 2 the BATCo Legal Depariment on the

cr2 mand n:i 1 O erzeas operating SO~ Tamies and niRer tobacco (omrimies in
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the BAT Industries group on the other hand. This helps to aveid additionai
problems in the protection of the Group's intellectua) propenty rights which have
to be viewed on a comprehensive irternational basis if they are to be properly
maintained and managed.

MAJOR CONTRACTS

Major Contracts

It is BATCo's policy that all majer contracts (as defined below) entered into by
the Company and its subsidiaries should be reviewed by appropriate in-house cr
externai lawvers. For BATCo and BATUKE major contracts, BATCo Legai
Depaniment Group Trademarks Department should alwavs be consulted. In
addition, major contracts entered into by subsidiaries in categcries (1), (9), (10),
(13) and (1<) and all trademark licences should in any event be reviewed by the
BATCo Lazal Department/BATM ark

——’

he purpcsz of the review is to ensure that all material risks are identified and

appropriate action taken prior to entering into a contractual commument so that
BATC or the relevant subsidiary dees not unintentionally accept onerous or
unusez! comtraciual commitments.  (Mimate approval of a major contrac:
remains “ith BATCo or local line management; the purposes of the review are
to alet mazagement to opportunities for reducing risks. 1o enable management
to negotiate prices that recognise specific risk areas associated with proposed
contrac:ual terms. and to ensure that BATCo or the relevant subsidiary is
protected 25 far as is practicable against the occurrence of unforesesn
circumstances or unscrupulous behaviour by the other contracting party.

The lega! review is intended to be additional to financial and tax reviews to

which a proposed contract will also be subject.  Qusstions of methods of

pavmert, compliance with exchange centrols and currency risks wiil normally Se
ity of the relex ant Finance Director

For the purzoses of this poiicy, majer contracts should be rezarced 1s including:

r iicensed manufacturing agreements placed or accented by BATCo

Contracis 1 the furchase or lease of land and buildings

Ceniracis 127 the purchase of plant and machinery where ot subjez: 10 BATCo
standard purshase terms and conditicns

Leaf and mateniais procurement coniracts where not sublect t¢ BATCo's or 2
subsiciary s siandarg purchasing terms and conditions

Financing agresmernts refating to the provision of securiv over BATCo's or 2
sutsidian’s assers, capital recanstructions, equity and bond issues
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(6)  Contracts outside the ncrmal scope of BATCo's or a subsidiary’s busiress.

) Agency and distribution contracts.

(8)  Design. advertising, marketing and sponsorship agreements.

(9) Agreements for the provision or acquisition of technical know-how.
Ll azent licences to or from a subsidiary or a third party.

(11} Consultancy contracts involving access to commercially sensitive :zizrmation
n<or the preauction of valuable intellectual property.

(123 Leaf export contracts which vary in any material respect from BATCo's
es:2slished guidelines for such contracts.

(13 Margers and joint venture agreements.

_(14) Acguisitions and disposals of businesses

2 Contracis registration svsiem
Tre coniracts registraticn svstem set out in the BATCo Manual cf Ogerating
Procedures volume I, section 9 (i) must be observed in relation to all major
coniracts entered intc by BATCo and BATUKE.

3. Trz2demark Licences

raZemark licences relaung to the exploitation of the Group's trademzarks must

T
be an:ared into cnly in accordance with the BAT Group's establishzd policies.
Cu:darce on this shouid 2iways be sought from BATMark.

9 March |38
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