	
	



	Private and Confidential
	TEL: +44 (0)20 7611 8888  Direct: 7351

	[Replace with Name]

[and Address]
	FAX: +44 (0)20 7611 8545  Direct: 8857

E-MAIL: [name] @wellcome.ac.uk 

Your Ref: 

Our Ref: 

[Date]


Dear [Replace with Name]
Letter Of Intent - Subject To Contract:

Wellcome Trust Translation Fund Award
This letter sets out the heads of terms with respect to a potential Translation Fund Award (“Award”) by the Wellcome Trust for research that may lead to healthcare benefits. 

Save for the terms headed “Exclusivity”, “Confidentiality” and “Authority”, this letter is not a binding agreement and is subject to contract.

	Company incorporation:
	[Insert name, Company number, address, date of incorporation and other background details as necessary] (the “Company”)

	Translation Fund Award:
	[Name], as Principal Investigator, has been invited by Innovations to make an application (on behalf of the Company) for a Translation Fund Award to The Wellcome Trust Limited as trustee of the Wellcome Trust (the “Trust”). The application will be considered for funding by the Trust, which will involve the expert opinions of others in the field and review by the Translation Fund Committee.  If the application is approved, a programme-related investment will be made to the Company to undertake research and development as specified in the application (the “Project”) in the form of a convertible loan facility (the “Loan”) which may be drawn down by the Company in milestone dependent tranches. An example of the typical Loan terms can be found at: http://www.wellcome.ac.uk/funding/Innovations/awards/translation-fund/index.htm

	Use of funds:
	The Company shall use the Loan only for the purposes outlined in the application to the Trust, and for no other purpose without the prior written consent of the Trust.

	Repayment and/or Conversion 

	Conversion
The Trust may require the Company to convert the full amount or part of the Loan into shares (“Conversion Shares”)
(i) at any time upon notice by the Trust;

(ii) immediately prior to the completion of a sale, listing or any subsequent financing;

(iii) upon the occurrence of an event of default.
If the Trust elects to convert the Loan prior to a subsequent financing, listing or sale, the share price shall be at a discount of 20% to the share price at the sale, listing or subsequent financing. If the Trust elects to convert the shares at any other time, the share price shall be the fair value of the Company divided by the number of shares then in issue. In all cases, the Conversion Shares shall be the class of shares in issue or to be issued (as the case may be) having the most beneficial rights.

Following conversion, the Trust shall be a party to any shareholder agreement and as long as it holds at least 5% of the total issued share capital of the Company, it will be entitled to appoint a director/observer to the Company’s board.
Repayment
Alternatively, the Trust may require the Company to repay the full amount or part of the Loan (to the extent not converted), together with accrued interest at 2% per annum above LIBOR, in the following circumstances:
(i) at any time after the third anniversary of the date of  entering into the agreement;

(ii) in the case of a sale, immediately prior to the completion of a sale; or

(iii) in the case of a listing, immediately prior to admission to trading of the shares on an exchange.
In the event that the Trust elects to have the Loan repaid, the repayment shall be in instalments of 20% of the Company’s net revenue, or if the Loan has not been repaid within 7 years of the date of the Award, thereafter in instalments of 20% of the Company’s gross revenue per annum. The Trust will not require the Company to repay the Loan and accrued interest if, as a result of which, the Company is likely to be insolvent. 

	Targeted Closing Date: 
	Six months from the date of the Trust acknowledging receipt of the full application for the Award.  (The Trust’s aim is to have its review and evaluation of the application completed within 4 months and estimates a further 2 months for the completion of agreements).

	Project Milestones:
	At least 2 (two) funding dependent Project Milestones shall be agreed between the parties for the Award. Drawdown by the Company of the tranches of the Award shall depend on successful achievement of the milestones.

	Project IP:
	All intellectual property that arises during the performance of the Project (“Project IP”), including IP generated by sub-contractors and collaborators, shall vest in and will be controlled by the Company.

	Background IP:

	The Company shall retain responsibility for filing, maintenance, prosecution and defence of all intellectual property rights created, devised, generated, owned by or licensed to the Company or which the Company has rights prior to the agreement which are necessary or useful for the performance of the Project or the exploitation of the Project IP and the Company shall warrant that it owns or has access to all the necessary intellectual property rights, including such Background IP, to enable it to carry out the Project and commercialise the results. 

	Patents:
	The Company shall identify new inventions arising out of the Project and make recommendations for intellectual property strategy, including patent filing and prosecution strategy and assessment of freedom to operate issues.

	Research Steering Group
	The Company and the Trust shall establish a Research Steering Group (“RSG”) which shall have responsibility for managing the Project, assessing the progress towards the achievement of milestones, and performance against objectives. The members of the RSG shall be the Principal Investigator, the Chief Scientific Officer of the Company, at least one independent adviser and up to two nominees of the Trust.

	Site Visit Group: 


	The Trust may appoint a Site Visit Group made up of a small team of independent experts and observers from the Trust’s Innovations Division. The Site Visit Group shall have reasonable access during normal working hours and at mutually agreed times to visit the premises where the Project is being conducted to consult informally with the Company’s researchers, consultants or contractors working on the Project, to evaluate progress, performance and key issues and to report back to the Trust and the RSG on their findings.

	Consents
	The prior written consent of the Trust shall be required by the Company to:

(i) amend its Memorandum of Association and Articles of Association;

(ii) enter into transactions involving Background or Project IP;

(iii) make changes in its share capital and/or vary rights attaching to any class of shares;

(iv) create a subsidiary or holding company;

(v) pay dividends

(vi) make any material change to the general nature of its business; and

(vii) create new security or increase any existing security

	Follow on funding:
	The Company will not seek, apply for or accept without the Trust’s prior written consent any other funding or support (whether in kind or otherwise) for the Project, whether commercial or non-commercial, for the duration of the Project.

	Conduct of research:
	The Company shall be responsible for the management, monitoring and control of all research work undertaken pursuant to this Project. This shall include the requirements of all applicable laws and regulatory authorities.

	Access to medicines:




	If any Project IP remains unexploited or not further developed by the Company and/or its licensees in any country or in respect of any disease indication where such indication is identified either in the Application or subsequently identified by the RSG, in each case, within five (5) years following completion of the Project, the Trust shall have the option in its sole discretion to take responsibility on behalf of the Company for the commercialisation and exploitation of such Project IP in that country or in respect of that indication as the case may be.  

In such case, the Company shall grant to the Trust or its nominee a licence to any Background IP to the extent required for the purposes outlined above. Any such licence grant shall be non-exclusive and free of charge other than for reasonable costs that are incurred in respect of any necessary third-party licences.
If the Trust exercises this option to exploit, it shall share revenues received in respect of exploitation of the Project IP equally with the Company after reimbursement of the exploitation costs incurred by the Trust.

	Termination/ Events of Default


	The agreement will terminate immediately upon the full repayment of the Loan or by conversion.

Upon the occurrence of an event of default (detailed below), the Trust may serve written notice (“Default Notice”) on the Company requiring conversion or repayment. In such circumstance, the Trust shall not be required to make any further advances to the Company under the Loan. If the Trust requires repayment, the Company shall refund to the Trust any portion of the Loan not yet spent within 20 days of receipt of the Default Notice and the balance shall be repaid within the following six months.  

Events of default include:

(i) material breach;
(ii) insolvency;

(iii) the Company takes/omits to take any action which would be incompatible with/have an adverse effect (i) on the Trust's charitable objectives or reputation, or (ii) on the ability of the Company to comply with its obligations under the Agreement, including undergoing a change of control;

(iv) the Principal Investigator leaves the Company and the Trust and the Company are unable to agree a suitable replacement; 

(v) the Site Visit Group recommends that the Trust terminates the Project.

	Warranties
	The Company shall give customary warranties in relation to its status, assets, debts etc.

	Confidentiality:
	The Company shall keep this letter of intent and the terms contained herein confidential as between the parties hereto and their professional and legal advisors. 

	Publicity:
	All press releases and public announcements (including separate press releases that may be prepared by the Company and the Trust) regarding the Award shall be agreed mutually between the Company and the Trust. 

	Legal costs:
	Subject to Exclusivity below, each party shall meet their own costs.

	Legal documentation:
	To be prepared by the Trust.

	Exclusivity:
	Each of the Translation Fund Award applicant(s) and the Company shall not, without the Trust’s prior written consent, solicit, negotiate or accept any other offers to invest in the Company or to fund the programme of research defined in the Translation Fund Award application until whichever is the earliest of the Targeted Closing Date, Completion or in the event that the application is unsuccessful, notification from the Trust of that decision. Should this exclusivity period be breached, then the Company will pay all professional costs incurred by the Trust in relation to this Award. This paragraph shall be legally binding and is not subject to contract.

	Authority:
	By entering into this letter of intent, the Company confirms that its Board and relevant major investors are aware of and have approved the terms of this letter and the Company entering into this letter of intent. 

	Governing law:
	England and Wales.


Please sign both copies of this letter and return one to us for our records. We look forward to working with you and the Company to put in place our Award in due course. 

	Signed for and on behalf of

THE WELLCOME TRUST LIMITED as trustee of the WELLCOME TRUST:
	Signed for and on behalf of

THE WELLCOME TRUST LIMITED as trustee of the WELLCOME TRUST:



	Signature:
	
	Signature:
	

	Name:
	
	Name:
	

	Title:
	
	Title:
	

	Date:
	
	Date:
	


	Accepted and signed for and on behalf of

[COMPANY]:

	

	Signature:
	
	
	

	Name:
	
	
	

	Title:
	
	
	

	Date:
	
	
	



