
1994IM AREA: LEGAL AFFAIRS

L WOIMM AND HFALMIJUM

Smokingandhealthrelatedissueshavea se:douspotentialimpacton BATCO
and itsgroupcompawes. These Lw= =y giverisetoproductliability
cliimsfmm smokm, personalinjuryclaimsftomnon-smokm inrelarionto
environmeamltobaccosmoke, and legalchallengesto normal commm=al
practicessuchas advertising.

Attackson theindustryby anti-smokinggroups,healthauthoritiesand the
media continuetoshow a trendworldwideof proposalsfornew legislation
affectingthemarketingand saleof tob:lccproducts.Leg2lDepartmentwill
continuetowork closelywith CorporateAffairs,Smoking Lssuesand R&D
departmentsinresistingunwelcome legislativeproposals.

BATCo's s=mgy forhandlingsmoking and healthissuesistotakepro-active
stepsinordertoprotecttheGroup'sposition.Theseinclude:-

- witnessidentificationwork inrespectofpotentw lawsuits,

- documentaiionof relevantissuesincludin-publicawarenessof thea
claimedrisksofsmoking inindividualmarkets,

- the introductionof a practicaland consistentrecordsmanage-nent

policy,

- researchwork consistentwiththeCompany's legaloblig2Ldons,and

- Haisonwith nationalmanufacnuing associationsinindividualmarkets
and discussionswith Governmentson legislativeproposalsand
voluntarycodesof practice.

Inaddition,BATCo's policywillcontinuetobe stre,uouslytodefendproduct
liabilityand ErS claimsbroughtagainsttheCompany.
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EL E,RMLECTUAL PROPERTY

A- Backgmun

ItisessentialthattheGroup'sinteflectualpropertyCinparticularitst2dwwk
portfolio)shouldbe protectedinorderto preserveand mihancethegoodwiu
ar=hing totheGroup'sbrandsand to developcompetitiveadvantagesinour
business.

1. Trademarks

There willcontinuetobe a number of developments,bothlegaland commercial,
which affeaBATCo's n-aditionalperceptionand use oft-ademarks.These are:

a) thecreationof asingleunifiedmarketintheEU basedon theremovalof
nationalbarriersto theB-cemovement of goods. Thisapproachisalso
influencingothereconomicgroups e.& theAndean P= which hasvery
recentlyintroducedinnovativeuwiemark coeiae= provisionsin its
laws. At presmtthelevalconsequencesresultingfromdevelopmentsin
theEU are;

i. Itisnotnormallypossiblefora mademark owner to prevent
brandedproductssoldinone EU countryfrombeingccportedto
othercountrieswithintheELT.

U. A trademark owner cannot impose restric:ionson itsEc--L%M or
distributorsintheEU which prohibitthl-nfmm sellingintheEU
outsidespecifiedcountries.

Ei. H2rmonisationof trademarklawsintheEU may cam some
complexproblemsforthe BAT Group due tothelonghistoryof
splitownershipof some importantmarks.

b) the developmentsin the concept of trademarkuse,i.e.under most
nationaltrademarksystemssome useofa trademarkisrequiredtojustify
itsremainingon the Registerifthe registrationis attackedby a
competitor.Mere tokenWes nuy notbe nifficiemforthispurposeand
agenuinecommercialuse*may be necessary.

C) theincreasingrangeand extentof advertisingbanson tobaccoproducts
islikelytoaffecttheuseoftrademarkson non-toba= pmducts.

d) counterfeits,lookalikesand aadernarkpiracy.
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2. Co2ydwn

Copyrightis4npor=t to BATCO inprotectingbrand image foritsproductsin
themarket place. PartiaiW benefitsaffordedto BATCO by copyrightinclude

thefouowing:-

a) Copyrightautomaiicagyvestsin the author and does not need to be
registeredon any regisw inorderto be enforced. Itcan thereforebe

usedagu= an mfiinga==ediawy withoutiicu=g thelengtbydelays

oftenm=ated wmh trademarkinfimement proceedings.To preserve
our copyrightsitisin"rtant thatafloriginaldrawingsand amvork for

labels,p=ks and advertisingaresigned,dated and &2ffiystoredand that

the Group shouldhave water-dghtcorm-a= with itsdedg=s and
agenciesvestingthe ownershipof copyrightinBATCO or the relevant

group company-

b) Copyrightcan providea rightofactionwhere BATCO isunabletoobtain
trademarkprotectionfbrany reasone.g.becauseofnon-usr-

c) A breachof copyrightcan have a verybencecialpsychologic3leffecton a
judge dealingwitha trademarkinfritigernemwhen he seesa complicated

designcopieddown tothelastdetail.

d) Copynght may cover the totaldesign of a pack or labelwhereas a

registeredtrademarkgenerallyordyprotectsa partoftheproductget-up.

3. Patents

Patentsareimportantto BATCO inprotectingitsnew technology.Some of the
developments mentioned above inrelationto a-adanarksapplyequallyto the

exploitationofpatentse.g.patentprotection=mot be used to exchideparallel
importswithinthe EC and insome counties ifa patentisnot used,@ may be

vulnerableto the issueof a compulsory licenceto thirdpartiesincluding
competitors.

B. FuturePoli

1. BATCO wiU continuetoregisterthe(3roup'strademarksinaU territoriesde=ed

appropriatetoeachmark. New registrationpoliciesbased on prioritybrandsand

territorieswiU be developed.
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2. Group TrAdanarksDepa=em ('GTD*) in Wffoank willcontinueto be
responsiblefortheprotectionof theGrouWs internationaltrademarkson aglobal
basis.ItisessentialthatGM showd receiveas much i6r=tion as possible
abouttheuseor proposeduse of trademarksthroughouttheworld and that
marketingdepartments,bothat an internationaland a localle.-elcommunicate

theirprioritiessothatGTD know what trademarksand territo6esareseenas
irnpor=t forfuturebrand development. In the lightof thisinformation,GTD

can make judgemmu and recommendationsabout the Group'su-ad=ark
ponfofio,includingtheoppommiry to dispensewith trademarksthatareno

longerOfkt=VSL

3. GM willcontinuetohaveakeyinputwithregud toBrand ControlP=edurts
whichmim be cornpuedwithpriorto thelaunchof any new brands. These
proceduresmust be orig@med by theRBUs but GTD willensurethe legal
inte=nyof branduse includingtrademarkverificationand protectionand
appropriatelicences(seeM 3 below). The launchof any brand must be signed

off by the RBU (Marketing and Finance),Accounts, GTD and finallythe

,Markeu'ngDire=r (or)isdeiegue).

4. BATCO willkeq under review the operationof those agreements to wlich itis

a parryand which have the effectof dividingEuropean markets for particular

brands in orderto identifypotentialleg* thre= to itsmarkeu and poteaw

marketing opportunitiesaffordedby thecreationof the SingleEurope2n MarkeL

5. BATCO willnotknowinglyadopttradenwksregisteredby itscompetitorsor
se--kto usurp thecopyrightor patentrightsof itscompetitors.Itmust however,

take a stronglinein situationswhere competitors seek to encroach upon

BATCo's rithts. A tough policy towards kfringement is of particular

importancein markets where new products seek to gain market shim by

kriiiadngor'feedingoi? establishedbrand names.

6. Copyright shouldbe used as a supplement to BATCo's trademark rights,so as to

widen the scope forretainingBAT's exclusiverightto use itsbrand names and

labeldesigns.

7. BATCo willcontinueto seek patentprotectionfor new technology which it

inventsin those countrieswhere the technology may be of relevanceto its

busineu and fururtoperationsorwhere BATCO wishesto blockthe use ofthe

ter-hnalogyby itscompetitors.Patent filingisessentialto protectthe fruitsof

BATCo's research. However@ patent filingtends to be more expensive than

trademark registrationand therdore thereisa requirementto be more selective

inthe number of internationalfilingswhich are made of any partimilarpatenl

Pa=ts inwlich BATCO has no ir=edi@ interestwillbe offeredto other

companies in theGroup. Itisessentialthatthereshould be regularexchanges of

informationabout the patentfilingprogrammes of BATCO and other principal

tobacco operatingcompanies, namely Brown & W'Wiamsori,BATCF and Souza

Cruz- Othm-Mse, thereis a riskof duplicationor conflictifpatentfiling
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progmrmnes rdadng tothesame areaof technologyarepursuedinisolationby
thecompaniesinvotvei

8. Leo Depumcnt/GTD/Pue= Depu=cnt &@oWd con=uc to Him withthe
R&D Departmem inorderto preservetheinte0e=,Alpropertyrights2csod2ted
withR&D actmdes. Itisparticularlyimpo , to amm thattheCwoup's
ownaiwp of inventions,new developmam and confid=nw informationis
properivsaf=wded by seekingto securepatent,copyrightand trademark
protectionatan earlystage.In dealingswith outsideagenciesor otherthird
partieswho =y be involvedwithBATCO inRAD work itisiown= that
BATCO continuesto make everyeffortto securethatwhenever possiblethe
ownershipof inteuecmatpropertyrightsarisingfrom suchwork vestsinBATCO
and confidentialandproprietoryinformationispropedy protectedby contract.

C. Communciation

The compleximemationalmake-upoftheBAT IndustriesGroup me= thatitis
e=ntial to maintainadequatecommunicationand infbnnationexchange
betweenoversm operatingcompaniesand the BATCO Legal Depar=ent
CincludingG-iD and PaterasDepa=ent) on theone hand and theoverseas
operatingcorrzanie3and othertobaccocompariesintheBAT Industriesgroup
on theotherh@n& Thishelpsto avoidadditionalproblemsinthe protectionof
the Group'sintcUccm&Jpropertyrightswhich have to be viewed on a
comprehensiveinternationalbasisiftheyam to be pmperly maintainedand
managed. To xuistinthisprocess,GTD wfflenhanceitscomputer systemibr
administeringtheGmup's trademarkportfolio.

M NtAJOR CON7RACTS

1. M@or Contracs

ItisBATCo's pofic3rthatallmajorcontracts(asdefinedbelow)emeredintoby
theCompany and itssubsidiariesshouldbe reviewedby appropriatein-houseor
externallawyers.For BATCO and BATUKE majorconumcts,BATCO Leo
Deparrm=t/GroupTrademarksDepannientshould alwaysbe consulted.In
additioTL*or contractsenteredintoby subsidiariesin=cgories (1).(9).(10),
(13)and(14)and siltrademarklicencesshouldinany eventbe reviewedby the
BATCO Leo Departrnent/GmupTrademarksDepartment.

The purposeof thereviewisto ensurethataU materialrisksare ideaflfiedand
appropriateactiontakenpriorto enteringintoa contracaw comniitrnentso that
BATCO ortherelevantsubsidiarydoes not unintentionauyacceptonerousor
unusualconuz=al conuni=ents. Udmate approvalof a majorcontract
remainswithBATCO or locallinemanagement;thepurposesof therevieware
to al@ management to opponuritie3forreducingrl%ks,to enablemanagement
tonegotiatepricesthatrecoose spedficriskum Lwciated withproposed
con=acaw t=ms, and to al@mm thatBATCO or the relevantsubsidiaryis
protectedas far as is practicableagainstthe occurrenceof unforeseen
circumstancesorunscrupulousbehaviourby theothercontractingparty.
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The legalreviewisintendedto be additionalto finmww and taxreviewsto
wlich a pmposed contractwillalsobe sit@eel Questionsof methodsof
paymon, compliancewithcmh&W controlsuW currencynsh willnorm&Uybe
theresponsibiutyoftherelevantFinanceDirector.

For thepurposesofthispolicy,majorconuwu shouldbe regardedas;nch,,4-

(1) Con== or licensedmamdicmring agreementsplacedor acceptedby BATCO
and itssubsidiaries.

(2) Contractsforthepurchaseorleaseoflandand buildings.

(3) Contractsforthepurchaseofplantand machinerywhere notsubjecttoBATCO
standardpurchasete= andconditions.

(4) Leaf and materialsprocurementcontractswhere not subjectto BATCo's or a
subsidiar.@ss=dard purchasingtermsand conditions.

(5) Fu=cing agreementsrelatingto theprovisionof securityover BATCo's or a
subsiciiar/sassets,capitalreconstructions,equityand bond issues.

(6) Contractsoutsidethenomw scopeofBATCo's ora subsidiatysbusinm

(7) A_gencyand distributioncontract&

(8) Design,advertisimmarketingand sponsorshipagreements.

(9) Agreements fortheprovisionor acquisitionoftechnicalknow-how.

(10) Patentlicencesto orfromasubsidiaryor athirdparty.

(11) Consultancycontractsinvolvingaccessto commerciallysensitiveinformation
and/ortheproductionofvahiableintellectualproperty.

(12) Leaf exportcontractswhichvary in any materw respectfrom BATCo's
establishedguidelinesforsuchrortua=.

(13) AMergersand jointventureaareements.

(14) Acquisitionsand dispows ofbusinesses.

2. Cgntraosretigratigll22em

ne contractsregl@on systemsetoutintheBATCO MamW ofOper&64
Proceduresvolume L section9 (1)must be observedinrelationto an major
contractsenteredintoby BATCO andBATUKE- cl,

t'l;

BATCO document forProvince of BritiShColumbia 23 April1999

BATCO 00115820



3. Trddemark Ucences

TrademarkEcm= rdatingtotheexploitationoftheGroup'strademarksmust
be enteredintooWy inaccordancewiththeBAT Group'sestablishedpoucies.
These areo=auly ir=rporatedinthedocunew antidedrespectively'rhe
ResponsibleCompanies Register"(Jammy 1997),"The Management of
Trademaks Reg6u2tionPoficy,*(July1988)and 'TrAd=ark Pmtecdon Policy'
(July1988) although new policiesareiftthecourseof being developed.

31 March 1994
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