	Letter of intent for listed companies (revenue share)



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

	[Replace with Name]

[and Address]
	FAX: +44 (0)20 7611 8857
E-MAIL: [name]@wellcome.ac.uk 

Your Ref: 

Our Ref: 

[Date]


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

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

Save for the terms headed “Exclusivity” and “Confidentiality”, 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”).

	Award:
	[Name], as principal investigator, intends on behalf of the Company to make an application for a [Seeding Drug Discovery Award][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 [Seeding Drug Discovery Committee][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”). 

	Use of funds:
	The Company shall use the programme-related investment funds only for the purposes outlined in Wellcome Trust application (ref: [X]), and for no other purpose without the prior written consent of the Trust.

	Targeted Closing Date: 
	Three (3) months from the date of the [Seeding Drug Discovery Committee][Translation Fund Committee].

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

	Project IP:
	All intellectual property that arises during the performance of the Project shall vest in and will be controlled by the Company.

	Patents:
	Any patent filings for Project IP shall be owned by and managed by the Company at the Company’s cost.

	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.

	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.

	
	

	
	

	Product: 
[Add in a more accurate description of product if possible].
	Product means any [product] which incorporates the Project IP in whole or in part. 

	Development Milestones:
[Trust to determine whether the product is such that it makes sense for indications to be taken into account.]
	The Company shall pay the Trust the following sums upon achievement of the following development milestones in relation to [a] OR [each] Product. 

Milestone

Amount payable

[description]

£[XX]
[Development Milestones will be payable for each Product which achieves a Development Milestone on a per indication basis.] OR [Development Milestones will be payable once, and once only, for each Product achieving the Development Milestone irrespective of the number of Indications the Product may be used in].  

	Royalties:
[Trust to determine whether royalties should be paid on each individual product, or all products should be considered in aggregate. 

Trust also to determine whether the product is such that it makes sense for different royalty rates to apply to different indications.]

[Depending on the thresholds set out and the other terms of the deal, Trust to determine whether the rate payable is a flat rate applying to all sales at each level, or whether the first £x of sales will always yield a royalty of the same level.]
	The Company shall pay the Trust, with respect to [each separate Product] OR [all Products incorporating Project IP], the following royalties on the annual net sales of such [separate Product] OR [Products] as more specifically detailed below. 
Annual net sales worldwide of [Product] OR [Products (in aggregate)]
Rate % of 

net sales
Sales greater than £0 and up to £[ x ] 

[A%]
Sales greater than £[ x ] and up to £[ y ]
[First £[x] of net sales [A%] 

Over £[x] [B%]] 

OR [B%]
Sales greater than £[ y ]
[First £[x] of net sales [A%]

Between £[x] and £[y] [B%]

In excess of £[y] [C%] 

OR [C%]]
 

	Calculation of royalties: 

[Trust to determine whether it is more appropriate to take a proportion of licensee’s net sales or to share in the Company’s receipt of licensing fees from the licensee.]
	Royalties shall be calculated on the Company’s or its affiliates’ [or licensees’] net sales of Products to a third party.  Royalties shall be payable only once for any given unit of Product.  No multiple royalty shall be payable because the manufacture, use or sale of a Product is claimed by more than one valid claim.  
[Where the Royalties section refers to separate Products] [Royalties will be calculated separately for each Product.  Thus if the Company sells more than one Product, any applicable thresholds and ceilings shall apply separately to each Product]. OR [Where the Royalties section refers to all Products incorporating Project IP] [Royalties shall be conducted on a cumulative basis for all Products.  Thus if Company sells more than one Product, the sales of all such Products will be added together for the purposes of determining the thresholds and ceilings above].

	Changes to royalty rate:
	When the royalty rate payable changes during the relevant period, the changed royalty rate shall apply in all markets pro-rated to the value of net sales in that country on a year-to-date (YTD) basis.  

	Sales at a discount:
	If the Company sells a Product to a third party that purchases other products or services from the Company, the Company will not discount the purchase price of the Product to a greater degree than the Company generally discounts the prices of the other products and/or services sold to such third party.

	[Sales by sublicensee/ share of sublicensing revenue]:
[To be consistent with calculation of royalties section. Trust to determine whether same royalty rate applies to sales by sub-licensees. In this case sales by the company to its licensee should not be royalty bearing to avoid double counting.] 
	In the event that Company sublicenses its rights with respect to a Product to a licensee, [any sales by such licensees will be treated as net sales for the purposes of calculating the royalties due to Trust.] OR [Trust will receive [XX]% of any licensing revenues, including milestones, royalties, upfront payments and equity or rights in relation to equity received by Company]. 

	Duration of royalty payments:
[Trust to determine what is appropriate] 
[Paragraph to be deleted if Know-How royalties beyond the patent term are included in the section below]
	Royalties payable shall be paid on a country-by-country basis from the date of the first commercial sale of each Product in such country (following marketing approval).  The obligation shall expire, on a country-by-country basis, with respect to each separate Product [on the later of (a)] on the expiration date in such country of the last to expire of any patent or arising patent or patent term extension that includes at least one valid claim claiming the manufacture, use or sale of the Product in such country or data exclusivity which provides actual market exclusivity [or (b) [ XX ] years from the date of first commercial sale in that country]. 

[Upon the expiry of such royalty obligation, all applicable licences for such  Product in such country shall be deemed fully paid up, perpetual and irrevocable and Company shall have no further obligations and the net sales of such Product in such country shall be excluded from the royalty calculations (including the thresholds and ceilings).] 

	[Know-How royalties]:
[Trust to determine if this is appropriate]
	[Notwithstanding any other provision hereof, with respect to net sales in any country of a Product which is not claimed or covered by a valid claim of the Project IP in such country, Company shall pay a royalty of [XX] % of net sales of such Product in such country.]

	Access to medicines:


	The Company shall use its best endeavours to exploit the Project IP.

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.

	Warranties:
	The Company shall give customary warranties in relation to its status, intellectual property etc.

	
	

	Employment of staff:
	The Company shall be responsible for ensuring that each employee of the company is issued with a contract of employment that is in compliance with all relevant laws and regulations.

	Conduct of research:
	The Company shall be responsible for the management, monitoring and control of all research work undertaken pursuant to this agreement. This shall include the requirements of all applicable laws and regulatory authorities governing the use of radioactive isotopes, animals, pathogenic organisms genetically modified organisms (GMOs), toxic and hazardous substances, research on human subjects and human embryos, and include appropriate ethical approvals and consents, including for example but not limited to, such approvals and consents for obtaining tissues and other human samples.

	Termination
	Events of default to include material breach, insolvency or change of control, where the change of control would have an adverse effect on the reputation or is inconsistent with the charitable mission of the Trust. 

	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 Wellcome Trust) regarding the Award shall be agreed mutually between the Company and the Trust. 

	Legal documentation:
	To be prepared by the Trust.

	Exclusivity:
	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 Award application until whichever is the earliest of the Targeted Closing Date or Completion. 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. 
	Signed for and on behalf of

THE WELLCOME TRUST LIMITED as trustee of the WELLCOME TRUST:

	Signed for and on behalf of [COMPANY]:


	Signature:
	
	Signature:
	

	Name:
	
	Name:
	

	Title:
	
	Title:
	

	Date:
	
	Date:
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