Convertible loan
agreement at a
glance

This is a high-level summary for information only.
A draft copy of the full agreement will be sent
to successful applicants.

1. Theloan: Wellcome will provide funding to the awardee in the
form of a loan facility, to support a defined project. This project
will be defined by a project plan and a costs schedule, which set
out how the loan is to be used. The loan is usually paid in tranches
in response to drawdown requests linked to project progress or
quarterly in arrears based on project spend.

2. Drawdown: In general, there are agreed milestones for the project
set out in a schedule to the agreement. You will be required to
provide a report at each milestone which covers how the
milestone was achieved, along with documents requesting the
next drawdown. There will be a longstop period after which any
remaining facility could be cancelled.

3. Reporting: To satisfy our charitable obligation to oversee
appropriate use of Wellcome funds, we require regular progress
and spending reports. We also require a final end of award report
detailing the project outcomes and a final expenditure report.
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4. Clinical trials: If your project plan involves a clinical trial, you will
be required to confirm and provide evidence that the clinical trial
will meet the expectations and requirements of Wellcome’s
Clinical Trial Policy. You will also be required to obtain clinical trial
insurance to cover potential liabilities. You will be required to
publish details of the costs of the trial and you may also be
required to provide access commitments in order to ensure that
the populations supporting the development of a new product (by
participating in a trial) are also able to benefit, if and when that
product reaches the market.

5. Site visits: Wellcome may appoint a group to carry out site visits
to assess the progress of the project. If this group finds that the
project is unlikely to meet its milestones Wellcome will be entitled
to terminate the agreement.

6. Audits: Wellcome may audit you in relation to the project and
project spend.

7. Events of default and termination: There are circumstances which
will amount to events of default such as material breach of the
agreement/warranties, insolvency, your involvement in activity
that is likely to have an adverse impact on Wellcome’s reputation,
significant delays in starting the project, lack of progress towards
achieving the research outputs etc. An uncured event of default
gives Wellcome the right to terminate the funding. Wellcome can
be appointed a board observer and/or require you to provide
additional information. Wellcome can also terminate on
convenience with 3 months’ notice.

8. Interest: Interest accrues at a rate of 2% per annum above the
Sterling Overnight Index Average (SONIA). On overdue amounts,
this will accrue at 3%. The accrued interest is payable at the same
time as repayment of the facility. Interest is not payable on any
part of the loan facility converted into shares.

9. Repayment: A repayment notice can be issued by Wellcome
anytime after the third anniversary and/or

a. Immediately before the completion of any sale

b. Immediately before any admission to trading of a listing
and
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c. Upon any event of default (in which case the loan is due in
full).

If, following the issue of a repayment notice, you do not
have funds to repay the loan in full, you will be obliged to
repay an amount equal to 20% of your net revenue from
the preceding 12 months. Payments are payable annually
until the facility and interest is repaid in full.

10. Conversion: Wellcome may convert the drawn down loan (plus
accrued interest) into fully paid new conversion shares upon
notice at any time. The number of shares will be in accordance
with a conversion schedule in the agreement. Conversion is at a
20% discount on the price paid in the most recent funding round
and Wellcome’s shares will have the same rights as the most
favourable rights granted to other investors in that round. The
discount is 25% where conversion occurs following a breach of the
funding agreement. Wellcome will have certain rights upon
conversion such as, where we hold 25% of the Company’s shares,
we may elect to appoint a director to the board.

11. Intellectual property and step-in rights: Any intellectual property
rights arising from the project will belong to you. You will
therefore be responsible for filing any patents. You will comply
with Wellcome’s requirements with respect to exploitation of the
arising intellectual property, and will use reasonable efforts to
develop the intellectual property, providing Wellcome with a
development plan post-completion of the project, together with
an access plan, where applicable. Wellcome’s consent must be
obtained before you use these intellectual property rights, though
Wellcome will only withhold consent in limited circumstances
such as where usage is inconsistent with Wellcome’s mission or
your obligations under the funding agreement. Wellcome will
have step-in rights over the arising intellectual property rights only
under certain circumstances such as if you have not utilised the
rights as agreed with Wellcome within five years after completion
of the project. You will enter into the relevant agreements in such
circumstances to transfer the IPRs to Wellcome. Wellcome expects
you to use any arising intellectual property rights in a manner
consistent with Wellcome’s position on equitable access to
healthcare (https://wellcome.org/who-weare/positions-and-
statements/access-healthcare-interventions/wellcomes-approach-
equitable-access-healthcare-interventions).
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We will set out any project specific access conditions at the point
of funding. This is important for Wellcome and, while we want the
companies we fund to be commercially successful, our overriding
priority will be achieving public health impact. Wellcome will
require an annual report relating to these requirements.

12. Further funding: You need Wellcome’s consent before you can
apply for further third-party funding for the project. Wellcome has
a first refusal right to fund further development.

13. Announcements: Each party will need consent from the other
party to publish any announcements, except as legally required.
Wellcome can publish a summary description of the project. You
must acknowledge Wellcome’s support in any publications

14. Company obligations: You have an obligation to seek Wellcome
consent before taking certain actions such as amending the
company articles, licensing or assigning company intellectual
property relating to the project, creating new subsidiaries,
distributing dividends or making material changes to the nature of
the company. These are essential to ensure that the company
continues to support the project/product for the purposes for
which we funded it. Wellcome will not unreasonably withhold or
delay its consent.

15. Confidentiality: Each party will need consent from the other party
to disclose any information defined as confidential information.
Recipients of confidential information must be informed of the
confidentiality requirements when it is disclosed to them.

16. Governing law and jurisdiction: The agreement is subject to the
laws and courts of England and Wales.
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