
!-7 A',DBA7/3&',y RLD CC@'

The parties to thii cont7pzt are Britis*.i-AmericanTobacco

Company Lirnited, a Uni@ed Kings::.-ncorporation with r.L&inoffices

at Wes:miister House, I ---It
;
LLoa..@..London, Englaid, and tht

Brown & W;-IliarnsonToba::.a Cor=-.@rat:on, a Delaware co7maration

with main offices at 16'@:.Wes: @-:illStreet, Louisville, Kentucky

(herein 'Brown & Willia-13an r

1. FLECITATTONS

(a) Brown & WiLlia-lion @s a wholly owned subsidiary of

Brit ish-AirerizarLTobac=o -umpan-..-L@--.-tited. - Br@ tish-A:nerican

Tobacco Commany Li-nite. !,;t5in-erests in tobacco -.-,)rodi:cts

-.anufacturing companie; Iocat--@-throughout the free world. Both

Brown & Williamson and Br;u3i4@s--A-mericanTobacco Company Limited

engage extensively in rtse aid development work i.-.the

culture, mrocessing and @@ea::72ntof leaf tobacco and other

tobacco oroducts mate:-i.al!t,:ne manafac:ure oi tobacco products,

the cor-tr=lc;fDroduct ism:-.estrearncontent, and thean6

packagir.-::---tobaccoprod ts.

(b) Brown & ',Yilli&mscn:arries on suc*riwork pr:-.mrilyat

its I&-oorz-:oryand manufa
I
firg facilities in Louis,,-@-lieand

LexinztarL,Kentuckf, Pete:i;sb*,;7-,Virginia and Winston-Salem,

';=a and throu :r.:ractt-,alarrangenerts w;th-Nort:,

imdepe nd e-it laboratori S. :her develovment facil;ties and

manufactu:-ers of machi:.,..n -zz-.@ipment. and supplies. British-

-iy lm::ed carries on such wor.Kat its.Amer4-car.Tobacco Com;&.

laboratories in So,,.tita.-,Iot..rnlland. through the fac:litiesof_..Z

various o; its associat-edc 'Zanies,and through thi7:1party

(c) The prod,-Ic- the research and development

work conducted bv th--pa@t!t@e3:a mutually beneficial. That

er ca I.%;-n z oar t a.-: eq@-irr-we."%tan4- processes

Iristo mu@it a3socia:ed B-:cish-
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Arrerican Tobacco Comnan.; Limited. That per-.Ein@ng

particularly to refine.-it:ntof smoking and related

products is useful to companies associated with British-

American Tobacco Comnany Li--Ii:edwhich serve the

relatively rrcre scohis:icared markets.

d) "-7heparties -havefor many years excharged the

product of their develoornentwork. Brown & '.;il'!-.amson

h2-s the rights to all such developmeits within t-e United

States of Arerica, ir-cluz
I
ng its Cor=onwealtis, territor;e

possessions, protectorates and mandates (herei-itie 'Un;-:

S,a-es'). Er--.t@sh-.Ame.-;-canTobacco Company L:lr.-@:edhas

such ri;ht-z eize-vhere.

(e) it is the purpose of the parties to continue

excha=ge of this develoome.-it product as heretofore on the

basis of this for--talizedcost and risk sharing agreement

wi-;-=*.ais irte.-idedto -ieetthe requirenents of the

regulations of t-e Urited.States Interral Reveiue Service

under section 482 and other -provisions of the -in4-:edStp-te@

Revenue Code.

2. r T 7 TC-N'S

(a) means -the

Tobacco Com-aa@iy'-imited, all of its associated cc.-nuanies

outside of the United Stat@@engaged in the manufacture

or mm-l@ ting of tobacco %)roducts or tobacco pro--@-acts

supplies and materials. ..;@n associated comdany is one

in which the British-.;,j-.ericanTobacco Compan@- Li-.i;.ed

ovnisd;-zect!Y or ind-..-ectly'aotless thar. ti":-t,tper cent

of the -@-oti.-%gcapital stock.

('z) '.\techa.-%ic?ld,@@'jot)ment' ricana the in%-e-ition,

dcT-ela---@ient, ar-C 1-nDr-ave.-nr@:ofmachinery use.ul in the

ha,--dling a@t@-treat.-nen-ol, leaf tobaczo and other smok;ng

an= relatcd ?ro4..:ztsM-:i ;Lis and the and
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packag;n@ o@ smo'--in.- produc-:, , and i-:-.ien!' mean i;

the deve:opnenz and @--,.,allationof ne-Arsmoking mace.-ial.3 ard

smokine and related =roduc:s and ir,%Drovementthert@n through

changes in im;redien: materials, filzration, the -,@seof tobacco

and addit@*.,ei for various pur?oses, ar,@-comb,-,st4.on

and ot.-iers:nz'.".C col::-Ols as -mell as other s:ien:;.fic

researc@ zer!tnent tc smokiqa oroduc:s. Both ter!n3include

s az -xe"1.as produ,@t development xnd, in ad--'ition,fa:!-..ed proces

0:-ie out deve!3,zr-en:useful for other pur-)oses. te.-n include

(i) current :73p anal-.-sisg'meaning the testing and appraising
.I

from t;:-.eto :@me of crop-, of leaf tcbacco or other natural
.i

smoking :.-a:erals as a tra-nsitory gu-'@;@eto c-arren: leaf

-I(ii)quali-.-.---cntrol,me--:tinypurchasini =r:gra=.mes, or

labora:or-,.-an@-other analytical -wor'-----.idertakento assure
A

un 4.f o i a--'-ranulac:--,rectproduct in con@ormance -@@.th

estab!4-s'-e:!s=e@:;fica:ioris. Generally. neither te--ns incl,-,des

c e (iii) ma:eria:3 testing, meaning the analysis and :esting oi
i

mater;als sun-)14-es used or potent;ally useful '-r.the manu-z:a-e

facture

-

==-=co pro:@-.ict, or (iv) =.ac.iineryand equiprnen:

testi=z. :he tzstiig and avpra;sal of mach-nery a-nd

equiz--en: ---=-n'shedb,- c-.;.Slce

(z) -;roiectsI mear. undertakings of a deti.-ted

area ei or -.-)--oductdevelopment work in*le=ziedto meet p

partic-,zla:-gca:s, and '-.@ooleddevelonme-it work' mean3 all

deveic---nen:c=:jects an@- the product tiereof, excep: (i) those

excluded ;rvm :";s con:--ac and (ii) t-ose which ei:"-erpart%.

may by ti=z:-le:e:.tion e.-c&it-,defrom the vooling arrargerrents

covered b%- con:ra@:-. Develoornen: under:E."-en !)N.

ei.,he- .lieac:o=t of o,-;!:-shall not ly 'De

created as a d!-.-tlo-jren:PrOJect f@r p-,irposesof th's cor.:rac:.

-3rt"*' -neani th-- mar'@y under.-_*.,-inga-.,.,

develo@-7re:i! orz:ecz (i:-.:Iudin.-pa:-:,ci=a:iar.in join: develot;;:-er,-,

-za7:@cs), *,!,ie bein.-
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'be.-ie!iciar-,-par-.-/-', thc@;,@--in some joint develop@7l@-n' ir

projec::s both fna.,,be dev('@.-)in,parties. riL

C 'f)"tV-!nDrnen:Or-duc: I means, wi thout I i-nita:icn

paten: rights, now-how, riports, drawings, specif icac@ons jc

mock-ups , specimens and all other proprietary product ot

necessar7 or useful to the evaluation, protectior., and St

e.xdlo,cation of develcomen: work. El

'Prirrarv BAT-d@---rtloomen:ceitres' means the

laboratory and development facilities of Brit ish-A.,reri:an aT

Tobacco Commany Lim-ted, 1--inerial-:wbacco Company of Carad. C.

Limited, B..k.T. Cigaretten-Fabriken G.m.b.H. , Brit@sh s

Totaccc Corrpany (..@,ustraii--,Li-nited, and The United To"cc

Companies (Sou:h) Lim;ted. p

'I t

3. -7-z'FZCrIIIZ D..kTE

contract, whic:.is a fu7:1ter formaliza-ion and

refinerr.entof ex-stin-.przc:ice, S*-allbecome effective a-I

January the First 1969.
w

4. PROC-:t.@,%t\ESA@ND PIL-R'rTCIPA!,--TC\'I,,' e

r
(a) Th@e parties shall periodically exchange forward

progra=es cc=vr:sed on zh--t-rapprn-@ed projected develoz.-nie.
ri

projects, cl-ass@:-.edas t@-mechan;.--al or product develo=mer.
c

indicac:r.g t:@xeestimated total cost of each and the est;rtat
t

cost of each to be incurred-during the ensuing 1Z months.

Such cost estimates will b@--for inforn%ation only, a-ad they

will not be con:rolling O'fLiabilities under this contract,

it beiag accepted that precise cost estimates are usual',;-

unobtair.ablc as to suc@,research aid develoome-it xork.

(b) Following exchange Of s-,:cliprogra--.nes, the

parties sha.Ll gi%-e timely@'advice of approved and newly

p.-ojected develop--ent projeats, together with esti.-.ated
..-4

costs, and of s-.,@'--stan::al@o-dificacions in concept, scoze.

purpose. or pro-;t:tcdzos: of projec:s previ.)*-sl,,r
CD
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in Dcoled develoamen', Arr@-n@t7.ents 7..all be a-.reed for

ic e:-.ciiangeof a :)rcie::- -os - in --.na on

c ) It is accepted ::@it i: rnp-lr-.ot I:t @'eaLzible to brin;

.IS oint develooment Vtllltur,!s,-et,.veenone par--.-and suonliers or

cther third parties fully thin t*-e terms z--'this con:ract.

St;ch third party joint-ven:..:reo7z:ects are :hertiore excepted

!ram the foregoing req-,;irt=ent. is agrttd, however, that

ii such cases best efforts ill be -,isedto secure rights

.'I approximating, as closely as feasible , th6s@--provided by this

contract as to direct deveiooment -work unless the other part

signifies no interest in -.'-eve-it,.@-,z.

-:c (d) The beneficiar*y --art*t=a.. -i-.rer::-'ae of

:)a.-tic;.pationin ai-;r a:--.jectwi:-;n sixt,- days of
0

the receipt of any proposal

(e) If the purpose cr scone of any pz:led pro@ect Ls

s-,;ostantially changeci a= is estira:ed cost ;s substantially

increased by the devel.:@-3i=Kparty, t-lie pazzy may

withi,i 60 days of receipt a
i
i notice of such :'--iangewit.id=aw

entirelv !=a= oe-rtici-oationtwitio-,@:rie'.-,csand .vith &==roDriate

=etroactive cost adjuslrre-

I= &--iyevent par:-.-may on 60 days

4 notice "row. pa:-t;-:i=a=n a: any ti.-.ew'th r'zhts and

obligations acc=-t--edto date%-Of wi--d=awal, *-@--:such. party shal:

@,en be l'-p-blefzr its share of costs incurred to the date of

withdrawal.

(g) In order to si=lify acininist.-at:---Lof this contrac-,

al' mechanical develoomenc-L)r3jeC:s estinazz@- to cas: less than

12.4-00 and all pr-zduct daveLoz.-.en: orojec:z estimated to cas:
--@44

.

Izs3 @ha-i 3 50 000 (7z as '-ninor de-.-e =rojects

s'--talLautomatically be include:! in t',e -zoo!t@-develo=.-..entwar',-

the developin, oarty-, @"I-s :-a@ an-.- oro*tc: or

z7oiects will be at :-.osubsta:-t"a'-%-alue to --L ohe:- :-arty.

n such cases, the-i-
I

CAW
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(h) Reports and estimates under paragrap',.(a) need pr

not include minor development projects, but minor develop- cc

ment projects undertakelland Pooled shall be identified ar

from time to time under procedures to be agreed. oj

Paragr.-iph--(c) and (f) shajl not apply to minor detelopmen a(

projects. For budgeting Purposes, each party s*-P-,.,provi,@

as of January firs
.
t of eac@@year an est.in@ate o--m;--ior a.,

development project costs be pooled during tte

succeeding year.

S. R IC.,r7T CF' TIE PARTIES TO DEVELOPhT-'L\rr PROCUC--

Lrown & 'Nttliamsonslall have full propr;-etaryright

.;titesto development product result:ng f

-British-American Tobacco Codevelorc-c-ntwork.

Limstod o?sallhave such rig@ts elsewhere. All contracts,
.
; . . c

wktb , S.-.4parttc:; or eve o ment pro

b;e "rt of -Ihm pooled devel8pment work shall include

app"priate provision to assure, insofar as feasible, tha t
c

the forotainit rights inur;i;@',"the beneficiary party..
c

shallDt=i:de such assigr=ents a-=.dother

process ft4y L.*useful ix-=A:@s'ecuringand protectiig the-A@@"

-)W- Crm-trV4A-RING

;@b*-aFIlpooled development, wo'rho fullcosts I-Wi

*ball be charged bY ea pooled developmen t'.-Ovch party to

0--c covering po'ol-@*@mechanical develoomen -Z

cwwwring Pccled produc*@'fdevelopments. The costot

ncludebat@:direct and indirect c St

-4,j,red or perMLt@ted to be pooled for th S.

.-'P%rP"09.isciadingp 'r-IT@L-.-@ndtechnicians':i crofesisl:.na

kk&r"*- b".d ice exp -;illocation,and pa-7mciLte CZ)

for viorkdone in connection wi tbL aY 0-

Ot-herwise generally or speci-.'icallya4@.

r\j
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need :-:-.dtez*.n; .!:rvice charge-- sn-bII incl---icithe

:rin@e bene:its, ff-aterials an-: su-jplitIoo- Cos: oi labC.@7 and rtia6tcd.
I

@ed and o-.rer."@ead@3uch as de=re,@ta:ion, taxes ard insurance) and hea

office expeni-e inclu,-4ethe allocable

0 pm e:,. ad=@,,strat@l.*e and se.-%,ict e:,:-.)eises.

provi. 'o) E: 1sh--'-7ner;car. '7o'oacco C::-.tnanyLimi ted shal : i-iclut

as s Cos ts the Cos -.0 -1'pr @-.TarYdevel opmert centres app: ;-cable

to -,)ooled de-.-tlopment wc:-,c.

(c) ":,-.tseaccounts of the parties shall be combinetd at

least annual'%. for of this contract.

(d) -.-c cost of poo 'le--:mechanical development shall be

g
shared by t-.t parties on the basis of the r@-tio of (i)

cit.trette sa:es of Bro%%-n&'V,'illiamsonand (ii) total un4-t

Compa.:@
Bri total of bo:., Thec;zp-z-e:te sz'-es of -.ish-e-7,erican-.a the

@.-acts
cost of poo7ed product development sl&ll be shared an t'-c basit

of :he r&t-.: of (ii,) such Brown &..':Iliamson sales and (i\,)

s-.izisales z@ Brit in major BA-. markets to -.he tota

t'.that
o--' ".Iajor B@.T irark'e:slmeans Brit ish-American rnarkets

o:@-e7 z=az :-ose class--,-7;edas less developed countries under

o t e -
ses:-zn of the -.nternal 'tevenue Code. For purpose

tre
c--'-*---spar= @=anh, sales s-Ell be the sales of the previous yez

(e) Zost records sha@-I be maintained by both pa:zies, ax

1 '--eavailable for inspection by e'.ther such party at

k British-American's cost records shalla=v reasora--Ie time.

wo=@@ th:se of anv prima@@-Y develot)-tent centre relaze@- to the

's c@3:s whic'--are charged to..pooled development work.and

(f) Idjusti-.z pa-,-mer-tsbetween the parties sha"! be mad

at !east a7.n-.:allv.based 0:1.the -\eu-York rate of exchange

pz-evailinz :-.dates %nen suc'- payments are due.

CC
'7. PA7=-':-7 COV---R;=- CF FC@LED DE%---:@OPME:N"Ts.

r-.ade
The Tirries do not -rrant either the patentabil ity or

ponl@
of an-.-deveic-zmen' made under the terms o--'this

a;rcl
::7@:ract. B-o%,r. undertakes when judged n.-ac,,ica
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to seek, maintain, and occ@.ect patent coverage of s-ach

developments in the Un@lted States and Brit--sh-Amer;-can

Tobacco Company Limited un"-:ertakesto do the same on

like terms, directly c- tirough associated cornman;-esin

those territories ou:s;de o-.the United States in which

it considers it prac:;cable to do so. B=; tish-@--ierican

Tobacco Company Lirii:ed will give Brown L-',Villiasison

timely notice of the patent:covtrage sought. and secured

and of coverages to '--eallowed to lapse. Where coverage

is not sought or is to be &Ila,.vedto lapse, the developmer:
4
.i

as to such territories shall be assigned to Brown &c

Williamson to the ex:ent that it undertakes to seek and

maintain patent protectio-., suc!Lriuhts o,--Brown

17@-11-.a,msc>rxto be limi:ed the valid patent coverage so

obtained and ma@intained. @he parties may agree other

patterns of protection when deemed mutually benei-';-cial

to effective exuloitazion-@.,

S. TTTIRD P.ARTY LICZ-\CES

Th@@s contract does :iot pertainto 1;.cences, assig=e

or other rights obta;.nedby either party from third partie

under patents or coverinc- k=ow-how, reports, dra-vings,

speci.'icat:lzns, -,ioc'---UDS,smecimens or other pro-orietary

rights which did not fiojrjf.Lm development projeccs

covered bv this cont7act.--

9. OURATICt4 CF
-------------

This contract shaii continue in force for a period

of five years iram ':s ei-rectivedate etcept that either

two years b,,-givinc,@az-ty may te-.n;nate at a_qv- time after

:lotless than Upon ter.-.iina:ic.-,the

z-iabltsand obligatit-na .--then,@rties shl't con@;,ue as to c

all Dooled researc@- then intvelo=rzent til its

conclusion, absen: an@- pz-oie@:-I;z---:erthe
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procedures Of this contract, and until patent cbligations have

been fulfilled as to POO!ed work then in proce-isor completed.

10. AS-zlC.'4ABTLITY
n

This contract is noa-assignable.

_,an ,7ROLLING LA@V

This contract shall be eiforceable under the lau-sof the

::d Commonwealth of Kentucky--,

,-age
Blitish-AmerIN *Y'71TNESSwhereof-. ican Tobacco Company Limited

has hereurco affixed it&,Cormon Seal this !?/.'o day of

t One thousand nine hundred and sixtynine in the presence

pne

so

iree't*or

)SecrL-tzz-f

BILC-,@@N ITILLIA.VSC.N T013ACC. CORPCR.@I I(Dil;

--4

pow_
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