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X POOLING ACHESNENT

BaT/B&W RiD CCITT AnD RI

The parties to this contTalt are Britisa-American Tobacco

Company Limited, a Unized Kingz3m ¢corporation with main offices

e

-l

lbz=x, London, S.W.l., Eagland, and t

-

ar Wes:tminster House,

Brown & Williamson Tobaz:g Corzaration, a Delaware corzoration

with main offices at 1633 wes: =Zill Street, Louisville, Kentucky
)

. . }
(rerein 'Brown & Williamson').

l.  RECITATIONS

S DA o

(a) Brown & Williamson i{s a wholly owned subsidiary of

British-Americzan Tobaczo “umpenv Limited. - British-American
Tobacco Company Limiter ‘*as intarests in tobacco products
manufacturing compani2s lgcat=: thro ougnout the fres woxl Both

Brown & Williamson and Btn isz-ameTican Tobacco Company Limited
erngage extensively in r:sex':: and development work i the

culture, processing and tzea:::n: cf leaf tobacco and other
.

tobacco products materials, th2 manufacture oi tobacco products,

the contzozl cf product angas::ke stream content, and tie
B
tcbacco p:odujts.

)

teagime
packagzing =

{b) Brown & Williamscn carries on such work primarily at
its laboratory and manufggﬁu""g facxlxtxes in Louxsv;lle and
Lexington, Xemtucky, P:tfg%b:?;, Virginia and Wxéftpn—Salem,
North Carzlinma and th:ough:c:::ra::ual arrangements with
indapendent laboratoriegfand Sther development facili:ies and

manufacturers of machine§$n 23iipment, and supplies. Britishe-

Arer:can Tobacco Com;any.ﬁ}m::ed carries on such work at its

-

laboratories in Souxham;ﬁgg Ingland, through the facilities of
various of its associated.iff?anies, and through third party
i

35
arrangements. %

{c) The prad"c' é}' 3t of the research and development
<

BN

work conductad bv the eaz..“- -3 -u-l.au, beneficial. That
\ﬁﬁ . -
pertaining particulariv toifenuiaciyring equipment ani processes
ez
15 usefcl to most i In? wes *s 2ssociated with Bricish-

at U
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American Tobacco Comsany Limited. That perizini=g
particularly to refinement of smoking and relatec
products is useful to companies asscciated with 2r-itish-
Anerican Tobacco Company Limited which serve the
Telatively maore sophis:iCitcd markets.

{d) The parties aave for many years exchanzed the
product of their development work. Brown & Will:iamson
kas the rights to all sucg developments within tae United
States of America, includ¥ng its Commonwealths, territorie

5

possessions, protectorates, and mandates (herein the 'Uni:
-y .

Stazes'). Br:tish-American Tobacco Company Limi:ed has
such rights elsewhers.

{e) It is the purp;se of the parties to continue
excharcge of this developmeﬁi.product as heretofors on the
basis of this formalized‘cost and risk sharing agreement
weizh i35 intended to meet :he requirements of the
regulazions of the Urnited States Interral Revenue Servics

under section 482 and other prcvisions of the Uni:ed Stated

Revenue Coade.

2
E.r
{a) '2rirish-American’ means :he British-American

Tobacco Company Limited, all of its associated ccmpanies

outside of the United Stat§§;engaged in the manufacture
il
or mazketing of tobacco products or tobacco products

surplies and materials. _An associated company is one
;

St

in which the British-american Tobacco Company Lim:i:ed
L.

owns dizectly or indirectly not less than thirty zar cen

cf zhe voting canital stock.

{5} 'Mezhanical develooment' msans the invention,
. S S
develcement, and xmpravemen;'of machinery useful in the

o5 -

handling and treaimen: of jeaf tobaczs and o:her smoking

: -

a=~2 ce.atcd produzts :;;k als and the manuizziur2 aad

3
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packaging ¢ smoking Ddroduc:z, and 'zroduct devel!--men:' means

ish- smoking and related :roduc:s and improvement ther=in through
changes in imgredien: materials, filtration, the use of tobacco

and fil:ra:i:zz additives for various purposes, anz combustion

che and atler smixe sirezn conrrols as well as other szientific
t
ianm research zer:inent tc smoking products. Both terms includs
-ed process as wel.l as product developme~: and, in ad<ition, fa!l-
::o:iei out developman: usefu! fo; other purposes. Neitles> temm include
'Cnit{ (i) curce=zt =cop analrsis} meaning the testing anc appraising
hes from time to :ime of c:s;i of leaf tchacco or othe- natural
i smoking mater.als as a tréasitory guide to curren: leaf
aue purchasing zr-:grammes, ori(ii) quality control, mezning
k4
the labora:zory anz other analytical work undertaken to assure
N uniformicr of nanufa:::re% product in conformance =w:ith
{ establ: s;e:ifica:icnf} Generally, neither tssms includes
vica (iii) macerizls testing, ﬁ?aning the analysis and zesting of
¥
Sta:ei materials a=Z supplies us§ﬁ or potentially useful iz the manu-

facture = :z:ztzzco pregucts, or (iv) machinery and 2quipmen:
Y Juip

testing, me2=ing the testing and appraisal of machizery and
<

equipsen: futmished by cutsids supplisrs,

{z) ‘'C2zelcsmen: sSrojects' mean undertakings of a defined

e
M
ek b M ASOANE Y

area of msctazizal or product development work intezied to meet

-
particular gczls, and 'zooled develooment work' meazns all

develcomen: prsjects and :?e product thereof, excep: (i) those
excluded Icom :this con:ract and (ii) tkose which ei:zher party
may by timsly election exclude from the pooling arrazzgements

covered b this contrac:. i Developmen: work under:zxen by

1
the ac:zougl of

otrer shall not nmormally be

treated as 2 csvalopmen: PLOject fsr purposes of this comirac:.

(&) 'Devaloning =arEY' means the party underizixing any
R -
> .

develogman: pr:iesct (ir:-luding pariicigatiaon in join: developinent

ventursas w.:n r-ird ;a:::tS). the osiher zar:iy being :he

'
S 5 b i

Ww

ve

'
1od

o
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'beneficiary pac:y', thcvi. in some joint developmant
oraojects both mav be deve! .5ing parties.

(e) ‘'Daveinpomen: ©T3duc:' means, without limitazicn

- : B H
paten: rcights, kaow-how, “ports, drawings, speci-icat:ons
mock-ups, sgecimens anc all other proprietary product
necessary or useful to the evaluation, protection, and

exploization of develcpmen: work.

(£) 'Primarv BAT davalopmen: centres' means the

laboratory and developmen!.iacili:ies of %ri:ish-L:eri:an
Tobacco Company Lim:ted, Ilaperial Tubacco Company of Canadj
Limited, B.A.T. Cigaretten-Fabriken G.m.b.H., British
Tebzcce Company (australit' Limited, and The Unitec Totacc

Companiess (Sou:k) Lim:ited.

3. ZITECTIVZ DATE

A This contract, whic. is a Eu::her formaliza:zion andé
refinement of ex:sting przctice, shall become effective on
January the First 1969.

MEST PROCRAMES AND PARTICIPATICON IN
DEVELCAMENT PROJECTS

4
(a) The parties shall periodically exchange forwa-d

i
programmes ccmprised cn tkeir approved projected develosgmed

projects, classif:ead as tc dechanical or product develo;mew

indicating the estimated total cost of each and the es:timat

cost of each to be incurred—during the ensuing 12 months.

-

=

Such cost estimates will b

sfor information only, and they

will not be conirolling ofiﬁiabilities under this contrac:,

it being accepted that precise cost estimates are usually
unobtaizable as o such research and development work.

(b) Following exchange of such prograrmes, the
e
parties shall give timely’;dvice of approved and zewly
=
projeccted develozment projects, together with estimated
)

g}

Q

w

£he
ts, and of suSstan:ia] modifications in concep:, scoge,

purpose. oT OTSiszsted :sos: OF projects previously included
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w

i

el o

a4,

A o Dbl

17 pcoled development wo-i, ;nall be agreed for

inl.rmat:un.

poriodic exchange ©f a.

{c) It is acceprsd f{easible to bring

joint development veaturss setwe and suppliers or

3]
B
[6]
e
1)
¢
[
s ]
vt

cther third parties fully w:thin the terms I this contract.
Such third party joiar-ven:ure
from the foregoing Te ;z::éent. i1 is agre2d, however, that
in such cases best effort:'wxll be used to sezurs rights

. . - : . > : .
approximating, as closely a; feasitle, those provided by this

-

contract as to direct development work unless the other party
signifies no interest in tze veniurce.
PR 3 . :

(d) The beneficiacv-zarty w2 z2ive r::ize of non-
participation in any development o-cject wizlin sixty days of
the receipt of any proposal.

{e) I{ the purpocse =z scope of any pz:led proiez: is

s estimated cost

FoN
I

substantially changsd or s substantially

%

increased by the develcopizg party, the beneliciary pasty may
&
within 60 days of receipt q{ notice of such change withdzaw

extirely f-2nm partici;a:io:’withou: righits and with aspropriate

s

Tetroactive cost adjus:meéi

(£} Ia aay eve=nt tl‘:i:bene:'i:ia.ry par:t~ may on 60 days

notice withdraw {rom pactisization at any tims2 with rights and

obligations accrued to dat=s-0f withd-awal, tu: such party shal:l

.ut

fzr i1t5 shas® of ccsts incur-a2d to the date of

then be liable

withdrawal.
(g} In order to simplify adnministraiizn of this contrac:,

2ll mechanizal development BTdjec:s es:tima:=22 to cos: less tha=n
e

& 12,300 and all pr=ducct ‘E;flO;r::: projec:: estima:zad to cos:

1255 than % 530,000 (r2ier=2Z 3 a3 'mincr desvelopment srojects
b ] _

shall autematically be imelu€ed in :3e Scolz2i develozmen: work
-

the developinz partyludges
e
£T3jects will be of =0 subﬁgfltlal value to :ke

unlass

In such cases, they s=mail Feiexcluded,
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. —TTTETER ——— e

(h) Reports and ¢5t'§_§l§tes under paragrath {2) need 224
not include minor deVCl°P""eét‘ projects, but minor cevelop- rec
ment projects undertaker a‘_;d'-;pooled shall be identified ar

from time to time under Procedures to be agreec. ot

Paragraphs (c) and (£} shall not apply to minor developmen ac
projects. For budgetiz3 :Eu;.'poses, each party shall provi;
as of January first of ea?%"}year an estimate o minor a:
development project costs t‘o ‘be pooled during the

succceding year. %

K .

"

5. RIGTS OF THE PARTIES TO DEVELOPMENT PROCUCT

.

"

Lirown & Williamson skall have full proprietary rxgh:
i T A s
in e United States to dcvelopment product resulung fro

aetde
poolr:! develorment work. ‘Brxtxsh American Tobacco Com

Limited shall have such :ﬁghts elsewhere., All contracts

with thisd parties for deve{}opment projects which are to
=i i ._"_‘_‘:‘.

ba part of ke pooled development work shall include .
Y=t -

appropriate provision to as_gure insofar as feasible,
w“?&’

the {aregoing rights mur‘_le*,to ‘the beneficiary party.. 7
-"‘J“' B

The ;artics shall p:ifm:tde such assignments and othery

Yl
s

process 23 =4y L yseful i'f:. secunng and protecting th

“fore;.sing rights,

8- CEST_SHARING

- TQTN ARy s dpedond o B AT

12
-
»
e
E
-
[+
0
[«]
[ ]
(s d
‘ll .
e
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[+ ]
5
Q
d
8
[
n
"1
N

sl

de charged by each panty- to pooled development.... .

m X
s t®. omc covering poo}.ed"mecharucal develoomentsva

‘,t

it

el g .

ee covering pooled product"{;?evelopments. The costl*t.
bt pocied shall “‘”““

— ‘h’ K
fte 1%ird T e ey I
PETERes for work done in connection with aaY P°°

pemie<y,  Uny

Ty
T Otheryjse generally or specilical

112¢¢010¢%
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oOrK

vl i1 ity

work

anc

scinzsional tnd technicians' .urvice charge:s chall incl.de the

ns
cos: of labcur and reiatesd {r:inge berelits, materials an< supplis

anc overhead !such 25 derzec:ztion, tzxes and insurance) and hea

offize expernze allocztion gzzil include the allocable

adzinistrative and servics expanses,

{(b) E-r:tish-*merican Tobacco C:empany Limited shal. incluc

as i:s costs the ¢coOs: oi primary development centres applicable

to pooled dewslopment work. - r

(c)] Trese acccun:siof the parzies shall be combinad at

least aanually for purposes of this contract.

-

(d) Txs cost of po;ied mechanical development shzll be

shared by tne parties on the basis of the ratio of (i) uwnit

izarette sz.es of Srown & Williamsorn and (ii) total un:it

n

3]

cigarezte sz.es of Eritish-imerican :a the total of bo:x. The

cos: of poolsd product deveiopment shall be shared on the basis

of the ratiz of (iii) such Brown & W:illiamson sales and (iv)
suslh sales ! British-American in major BAT markets to :the tota

ol bo:iz. ‘Major BAT marke:s' means 3ritish-American markets

* .
otZer t2ap :those classiiied 2s less developed countries under

Bl
seztizn $23(:z)(i1i) of the Internal! Revenue Code. For rurpose

4

el :2is paczzraph, sales shall be ths sales of the previosus ye:
(e} Clost records shall be maintained by both parties, a:
theyv zzall e available fd; inspecticn by either such party at
2z=v Teasornz:le time. Bri}ish~Ameri:an's cost records shall
inzlude those of any p:imi?y development centre relateZ to the
¢2sts whicz are chacged to-pooled development work.
(f) =2djusti=zz paymer!s between the parties shal! be mad

2t least arnnually., based on the New York rate of exchange

prevailing = dates when such paymenis are due.

T. PATIYT COVERACGE Cf PROLID DEVELOPMENTS

.

The zarties do not warrant either the patentability or
inali:. of any gavelcrcment made under the terms o this

soniract. Srown & Will:27897 under:akes when judged practica

12¢2010¢
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-

to seek, maintain, anc prCtect patent coverage of such
developments in the U:iteq States and British-American
Tobacco Company Limited undertakes to do the same on

like terms, direc:ly 5T through associated companies in
those territories ou:side of the United States in which

it considers it prac:icable to do so. B-itish-dmerican
Tobacco Company Limi:ed will give Brown & Williamson
timely notice of the Fatent coverage sought and secured
and of coverages to 2 2llowed to lapse. Where coverage
is norifought or is t2 be'{ilcwed to lapse, the developme:x
as to such territories shafl be assigned to Brown %
Williamson to the ex:ient that it undertakss to sesk and
maintain patent proteciio:n, sucu rights of Brown & v

Williamson to be limi:zed

the valid patant coverage so

obtained and maintainzd. The parties may agres othev
L i 7
)

.

patterns of protection whez deemed mutually beneficial ¢

to effective exploitztiony
jRE
8. THIRD PARTY LICINCES

\

This contract does ot pertainto licences, assignmen
k3

or other rizhts obtained by either party from third partie

vnder patents or covering know-how, reports, drawings,
"3
specificaticns, mock-ups, specimens or other proprietary
i
rights which did rot flow¥Tom development projects
: oy 1
. - : 1
covered by this contract K "
R l
R
Al
9. DURATICN CF CCNTRACTS.
.Y

e

This contract shz)! continue in force for a perioc

we il
BRSO
D)

of five years from i:s gffective date except tha: either .
paTty may temminate a: any time after two years by giving

a s : N

not less than 180 Ca.g n?%é?*' Upon terminaticn, the . ()

rights and odligatiasny o7~the parties sha!l continue as tof O

=l NS

zll pooled research Zjejopment then in zrocess vatil iss e~

conclusion, abs2n: wiina-zwal {re= any poojes: u-zer the 3 -

=
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procedures of this contract, and until patent cbligations have

been fulfilled as to pooled work then in proceszs or completed.

10. ASSIGNABILITY

-

This contract is rnen-assignable.

11. CONTRCLLING LAW

. .
This contract shall be enforceable under :the laws of the

Commonwealth of Kentucky-.;:.

™
=

w w o .
IN WITNESS whereof:British-American Tobaczo Company Limited

R
£~
has hereunco affixed its,Common Seal this
\ =
ﬂLU,:(_One thousand nine hundred and sixtynine iz the presence

Viarn day of

/
’

sf
i S .
K % A .
) e o )
e /’ \\‘ ) (@]
i S
1 N, S
h\ : . L. 3

' . B ) "’.:_.,.7 ' . . / “I RN 1 ’,
. oA s A )Secret;;y Ve RN
. g |
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