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Wellcome is an international group
devoted to the development and
marketing of products for the promotion of
human and animal health. Its origins go
back more than a hundred years. Today, it
operates in all the world’s major
pharmaceutical markets and has
manufacturing operations in more than
20 countries. Worldwide the group
employs some 19,000 people, of whom

1 8% are engaged in the group’s research

and development establishments.
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Group resulis

Chairman'’s statement

The major event of the past vear for Wellcome was its admission to a
listing on The Stock Exchange in London. This change from private
to public company status has not altered the internal business
management of the group. which continues to be run on a commer
cial basis but has now made details ol our activities of direct interest

to a much broader range of people. We now have more than 30,000

shareholders. many of them private investors who share our hopes
for the future of the group. Among those private investors, [ am
delighted to add, are many of our own employees.

Our prospectus. issued in January 1986 pointed out that the results
could be adversely affected by the weakening of certain currencies.
notably the US dellar. against sterling. In fact, in sterling terms.
htly ahead at £1.005m, compared with
D04m for the previous vear., Group profit before taxation was

group turnover was slig
t]
£125.3m. an increase of 3%. The overall group profit margin to
turnover was 12.5% against the previous year's figure of 12.1%,.

As in recent vears, nearly 90% of our turnover was outside the UK.
[he trading results of our overseas companies are translated at aver
age rates of exchange during the year. With 4 3%, of group turnover
and 67% of group trading profit arising in North America, primarily

the US. the movements in the US dollar remain particularly import

ant to the group. The US dollar weakened in relation to sterling
during the yvear to an average of 1.46 to the £ compared with 1.23
to the £ last year, an adverse movement for us of 16% which was
not offset by the strengthening of most European currencies and also

of the Japanese yen in relation to sterli l'he movements in ex-

change rates are estimated to have adversely aflected the compari-
son between the two years by some £110m in respect of turnover
and some £20m in respect of profit before taxation. If the 1985
figures are re-expressed at this vear's exchange rates, then this

vear's turnover and profit before taxation figures show increases of
] [ i
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1 255 and 2 3%, respectively. This growth in group turnover was over-
1
|

seas and notably in the USA, continental Europe and Japan. The
continued introduction of zwirax in the latter two markets particu-

larly assisted this growth.

This increase in group turnover resulted in the profit growth shown

in spite of a higher rate of spend on research and development

CXPEr wditure.
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Chairman'’s statement continued

The tax charge this year is 51% as compared with 54% in the
previous year. Changes in tax legislation currently being undertaken
in the US should lead to some reduction in our tax charge. The effect
will be minimal in 1987 but there should be greater benefits in
1988, If the new US tax arrangements had applied in 1986 we esti-
mate that the group tax charge would have been £8m lower to give
a tax charge of 45%,.

The issue of new shares at the time of the flotation after expenses
raised £45.6m so in spite of considerable capital expenditure during
the yvear group net borrowings at the year end were £46.1m. a
reduction during the year of £25.7m. Net borrowings now represent
9% of shareholders’ funds, compared with 16% for the previous
year. Accordingly our inances continue in a strong position.

During the year we made a £50m Eurosterling 9.75%, bond issue
which matures in 2006 of which £10m was received during the
vear. This will enable us to rationalise our debt portfolio by replacing
oans with relatively short-term expiry dates, by a longer-term
loan at a fixed interest rate,

sSome

Our capital expenditure programme has continued according to
plan. During the year we spent £88m. compared to £74m in the
previous vear. At the vear end our outstanding capital commitments
amounted to £96m.

Of the total expenditure during the yvear, £31m was spent in the UK,
the largest amount being on the major chemical manufacturing
development and production unit at Dartford which should be com
pleted in 1987,

The expenditure in the USA was £35m particularly directed towards
our chemical and pharmaceutical production facilities.

Construction of the new pharmaceutical factory in France to replace
our existing facilities in Monaco is proceeding well and it should be
commissioned during 1987,

During the year, we completed our new pharmaceuatical factory at
Cabarita, near Sydney, Australia.

Our total expenditure on B & D during the year was £132m. repre-
senting 13.2% of group turnover. As anticipated in our prospectus,
this was an addition of 1% over the previous year's percentage and
reflects the increased number of compounds moving from the
research stage and therefore requiring more expensive development

IESOUTCes.




Lperations = human healtheare

Chairman’s statement comined

One rescarch project which has been the subject of widespread com
ment is that relating to azidothymidine, an antiviral compound with
potential for the treatment of acquired immune deficiency syndrome
{amps). During the vear, we completed a phase I clinical study on this
compound in the USA. This established tolerance of patients to the
drug. and enabled us to enter a phase Il six-months dosing trial. We
had expected the results of this to be available early in 1987 and to
provide the first scientifically valid evidence on the efficacy of this
compound in aps patients. However, in September 19586, the inde-
pendent review body established under the auspices of the US Public
Health Service, a US government agency, to monitor this tidal con-
cluded that the trial was showing evidence of enhanced survival
rates among the patients receiving the drug. It accordingly recom-
mended. on ethical grounds. that we abandon the trial in its pla-
cebo-controlled form and provide azidothymidine to all participants
in the trial, which we are now doing. We are in the course of apply-
ing for a licence to market azidothymidine in the USA. Clinical trials
are commencing in other countries including the UK, France and
Germany. While we hope that the drug will prove effective in the
treatment of this new disease, it is important to keep in mind that
much remains to be discovered not only about aips but also about
the long-term effects of il;-'il.hllh_'-.'|1':i|.|i|u'. We have just agreed to
spend some £17m on additional general chemical plant in the UK
and USA in order to enhance our production facilities for this drug.
This is an acceleration of our plans for expanding these facilities.

During 1986, a scientific director was appointed to the Biomedical
Research Centre, the new research facility which we are establishing
in western Canada jointly with the Terry Fox Medical Research
Foundation. This centre will study complex natural molecules
which may have therapeutic uses and which could be manufactured

by the technigues of biotechnology.

Construction started last summer and the centre is expected to be
opened towards the end of 1987,

We have continued to suffer from the illezal activities of certain of

those who claim to be interested in animal rights. We welcome the
recent enactment in the UK of the Animals (Scientific Procedures)
Act 1986, which introduces a modern svstem of licensing of animal
experiments.

Sales of the group's antiviral product, aowiray, have continued to
increase. This vear, global sales reached £10353m, a 69%, increase

over the previous vear’s figure of £62m. zovikax has this vear
I " L

become our largest selling product in turnover terms.
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Chairman’s statement coninued

Although this product has gradually become available in most
markets over the last five vears, there is further sales growth to
come. In Japan. for example, 2ovikax has been on the market only
since the autumn of 1985 in but two formulations. We hope to get
further formulations approved there within the next two to three

years.

A further reason for optimism about the future of zovikax relates to
its possible use in the treatment of shingles. The oral form has
proved to be better than first envisaged for this indication and we
have now submitted licence applications to authorities in the UK
and some other European countries to extend the use of oral sovirax
to treat shingles, along with the introduction of higher strength
tablets. Submissions are also planned in the USA and in due course
in Japan.

Sales of our muscle-relaxing agent, TRACRIUM, continued to grow
with an increase of 18% in the US sales compared with the previous
yvear. Total sales for the year were £32m. The novel nature of this
compound was recognised independently by two awards. In the UK,
the Wellcome Research Laboratories shared the Queen's Award for
Technological Achievement with the Department of Pharmacy at
Strathclyde University for joint work on this product and in Belgium
we received the Galenus award. Both of these awards had previously
been won by zovirax.

Other established major products, our antibacterial, seprrix and our
anti-gout preparations, 2vLoric, have continued to sell well. How-
ever, in the face of generic competition they now make less of a con-
tribution to group turnover and profits than was once the case. This

normal trend in the commercial life of a drug is expected to continue.

Our cough and cold products. actiren and suparen, retained their lead
positions in the US market, but against substantially more aggress-
ive competition and we can therefore expect higher marketing costs.
The US market for over-the-counter products has also recently been
affected by a number of tampering incidents. Although these cases
have not involved Wellcome products, we have introduced new

measures o increase [}I'I.I".ElIL': Fl'l'lll'i[}'

Despite these conditions our US OTC business overall grew by 16%

in dollar terms. suparen had significant growth of nearly 30%. A
major success in the US OTC market during the year was NEOSPORIN,
our topical antibiotic. which was advertised for the first time on
national te

evision with considerable beneficial results.




Chairman’s statement .

In the UK, the adverse effects on the sales of products covered by the
government's “limited list” have been mitigated to some extent by
active promotion of AcTiFED as an over-the-counter product.

The following table shows the breakdown of our global human

healtheare sales by product category.

1986 1985

tm
Human healihcart Cough and cold
producis preparations £ e 135 16 17
: Anti-virals . - 105 12 7
Systemic antibactertals | . bt 11 12
Topical anti-infectives . bl 10 10
Anti=-gout preparations . . i3 b 10}
Cardiovascular treatments hi ] 7
Muscle relaxants 38 4 5
Amnalaesics : : 25 5 4
Diagnostics 22 3 2
Viaccines . - k) 1 1
(her pharmaceunticals 103 12 13
(Mher non-
pharmacenticals [ a7 | B S
Total human healtheare
sales 843100 100

I'he deep cell culture technology which was developed at Becken
ham by our biotechnology division, Wellcome Biotech. and is used
to produce WELLFERON continues to attract interest. We have licensed
this technology to Sumitomo Pharmaceuticals in Japan who will
shortly commission a plant built in collaboration with us. We have

s Institute
Inc., a leading US biotechnology company. The jointly owned
company, WelGen Manufacturing Inc. which we have established.
will be building a plant in the north-eastern United States. This plant
will be one of the world's largest manufacturing facilities for human

recently entered into a new joint venture with Gene

pharmaceutical products based on genetic engineering and biotech-
nology and is expected to be completed in 1989, Our requirements
for the US market for biotechnology products, including tissue plas-

i

minogen activator (tPA) and our natural lvmphoblastoid interferon,
WELLFERON, will be manufactured at this plant.

A preat t:l;!l'itlﬂ;lf_t'.' of the deep cell culture technology is its
versatility. With its aid our development work on tPA is being
carried out in the Beckenham plant. This supplies material for clini-

cal trials which have commenced recently in the USA to evaluate
tPA as an anti-thrombotic agent. }
During the year, we received approval in the USA and launched ~ix.
@ creme rinse preparation for the treatment of head lice infestation.







Chairman'’s statement continued

I'he other product which we had hoped to launch in the USA this
year was our antidepressant WELLBUTRIN lor treatment of cases of
depression which have resisted more conventional therapies.
However, one trial has shown adverse results in patients with a rare
condition and accordingly the launch has been suspended pending
further discussions with the US FDA. i

A problem prevalent throughout the pharmaceutical industry is that
of patent lifetime. In the UK, some respite has been promised from
one of the more insidious legislative provisions, the so-called
“licence of right”, which enables competitors to manufacture
certain of the products of other people’s inventiveness patented
before 1 June 1978 during the final four years of patent life. The
government indicated last April that it plans to do away with this.
We welcome their intention but regret that no action has vet been
taken to implement this change.

Our diagnostics business, although small in comparison to our main
healthcare business, has continued to grow. The aps antibody test
developed by Wellcome Diagnostics has an important position in the
UK market for testing blood donations and has led to a doubling
of turnover for our diagnostics products in the UK. This test has been
introduced in a number of overseas territories and we are pursuing
actively approval for this product in the USA,

WELLCOZYME HEsAg (a test for hepatitis B) was also launched during the
vear and is making good progress. Other new products include
STAPHAUREX (a rapid test to identify Staphylococcus aureus) and new
additions to the weLLcocen range of rapid tests to detect bacterial
meningitis.

The group’s pesticides business represents a significant force in the
non-agricultural sectors of the world insecticide market. Wellcome's
broad pesticide interests mean that the company is involved not only
in the important public health pest control markets throughout
much of the world, but also in protecting a wide range of materials

from insect attack, such as stored cereals. wood, wool, tobacco, flour
and other foodstuffs. -

Until recently, our pesticides business in the Americas has been
limited. In September 1986 we acquired the assets of Fairfield
American Corporation in order to develop a base for our industrial
and public health pesticides operations in the USA. Fairfield has
established marketing, sales and formulation development facilities
and a strong market position in the industrial and public health
sectors through its pyrenone range of products, based on natural pyr-
ethrum. Although this is not a major acquisition Fairfield represents
an initial base in the USA.







Chairman’s statement conined

Owverall the balance of our business has changed slightly, with faster
growth in Japan and western Europe than in the USA. This is
primarily due to the increasing number of new launches for zovirax
in these territories. In western Europe, our growth rate for turnover
at constant exchange rates exceeded 20%, while that in Japan almost
doubled. The good performance in continental Europe compared
with 1984/85 was helped by the consolidation of a full vear's results

for Gayoso Wellcome, our Spanish company. and the weakening of

sterling against all major European currencies. The dramatic in-

crease in Japanese sales is due almost entirely to sales of zovika

which is providing a base from which we can increase the growth of

CRLLT ]'.’_I|'I<'|:!|-;_"~'1_' ;'c'-*.r];‘.-::n_'. r

As a global company we operate in many territories where turbulent
trading conditions and currency movements are particularly signiti
cant. In the Middle East and North Africa. where the group is
strongly established, our business operations have suffered because
of restricted revenues in the OPEC territories. The pace ol overall
economic development slowed significantly in South East Asia.
Mevertheless this area offers significant potential growth in the
medium term.

Coopers Animal Health was formed in October 1984 by a merger of
the international animal health businesses of Wellcome and ICL
Coopers has completed its second yvear of trading and has made con-
siderable progress in establishing its business in many countries of
the world. There are now 25 individual operating units trading in
well over 100 different countries. All but 3 of the operating units are
trading profitably. This is particularly encouraging bearing in mind
the continuing depressed state of the animal health market: the
resulting strong competition in many market sectors, and the con-
siderable weakening of the US dollar. The problems of farmers in the
world's major agricultural areas, notably the USA, Australia and
New Zealand have continued and the c.'.upz';':-ﬁ.iulrl in al':tl'ix'II]ILtl'{' obvi-
ously affects the demand for Coopers’ products.

Included in the group's results is a pre-tax loss for Coopers of £9.7m
compared with £8.2m last vear. These figures include £4.2m (last
vear £6.4m) for restructuring and start up costs and are of course
before any allocation to minority interests.

Following reviews of structure and strategy in the early part of
1986, action has been taken to reduce operating costs. In the main,
this involved restructuring R&D and overhead activities in the UK
and general cost reduction in the USA and New Zealand.







Wellcome p Chairman's statement coninued

In the UK alone, 19 new products have been introduced since for-
mation. Coopers expect to continue its pa:lh of l;[t'l.uhlr.um'nl, and
further new product introductions are planned in many places during
the coming months. In addition, major new development projects are
continuing which provide interesting prospects for the longer term.

Access to the research of both Wellcome and ICI provides Coopers
with a unigue resource. Coopers continues to develop relationships
with universities and other scientific institutes, government bodies
and commercial companies. This can be expected to enhance the
opportunities for Coopers to bring new products to its range,
designed to meet the needs of livestock farmers and pet owners.

Community activities  For many years. Wellcome has taken a close interest in the commu-
nities in which it is located and, in recent years, the problem of high
unemployment in the UK has been of particular concern to the
oard. In 1982 we allocated £300,000 to support job-creation and i
youth training projects aimed at alleviating unemployment. particu- MG
larly in arcas where we have operations. This activity, which we
called “Operation Help”, has this vear been extended with further
funding of £200.,000 p.a. To ensure that we use this money in the
most all round beneficial manner. 1 asked Sir Alastair Pilkington,
one of our non-executive directors. to provide overall guidance to
Operation Help. He has very wide experience in the field of com- L
munity economic initiatives. In addition to applying money to these -
problems, we believe that we can contribute as much through the
application of the skills of Wellcome employees, through full or part-
time secondment and provision of expertise. So that we can deploy
these resources effectively, we have appointed a community re-
lations manager. The company was one of the early members of The
London Enterprise Agency whose work has helped to create over
10,000 new jobs since 1979 through assisting the start-up and
development of small businesses. Overall, local enterprise agencies
supported by Wellcome are currently helping to create new jobs at a
rate of over 2,000 a year.

We have registered with the disaster relief unit of the UK Overseas &
Development Administration as a source of high activity public

health insecticides and technical advice to be called upon in the

event of overseas disasters.

Our major contribution to the communities in which we operate
must remain that of an enlightened employer. We continue to
study best practice throughout the world, in order to ensure that
Wellcome remains a company which will attract and keep good
employees at all levels of the organisation. #







| ¥

Chairman's statement coninued

During the year we welcomed two new executives from our US
subsidiary, Burroughs Wellcome Co.. to the main board. Theodore
Haigler Jnr. became President and Chiel Executive Officer at Bur-
roughs Wellcome in January 1986 and subsequently joined the
board of Wellcome ple. He previously held the position of vice-
president finance having joined Burroughs Wellcome Co. in 1970,
Towards the end of the vear. we added further scientific strength to
our board by the appointment of Dr Howard Schaeffer. Dr Schaeffer
has had a distinguished career in both academic life and with
Burroughs Wellcome Co. where he is vice-president for research,
development and medical. It was Dr Schaeffer who, in 1974, synthe-
sised the molecule which became the active ingredient of zovinax.

We also welcomed to the board Sir Michael Butler. He joined us as a
non-executive director. following a distinguished career in the
British Diplomatic Service. most recently as ambassador and perma-
nent UK representative to the European Communities in Brussels. In
September. we made a further addition to the skills and wisdom of
our non-executive directors by the appointment of Mr A. W. (Tom)
Clausen, who has had a distinguished career in banking. He was
until recently President of the World Bank and has recently been
appointed President and Chief Executive Officer of Bank of America
Corporation for the second time,

These new appointments significantly strengthen the parent board.

It has been an eventful year, not least because of the flotation and
the resulting public awareness of the group, and one in which the
group has made considerable progress. We are well set to face the
year ahead which I view with continued optimism in the knowledge
that the group will draw on the great strength of its 19.000)
employees throughout the world. 1 thank them for their efforts
during the last year. We have all been encouraged by the support
shown to us by our new shareholders following the flotation.
Finally, I note that the Wellcome Trust, which continues to hold just
under 75% of the company's ordinary shares. is celebrating its
fifticth anniversary this year. I thank the trustees for the continued
support and wish them every success for their future endeavours.

A. ]. Shepperd
Chairman
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Public listing
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Directors’ report

The directors of Wellcome ple present their annual report for the financial year
ended 30 August 1986,

T'he COMpany was |'|_';_'!\.I|,'|'|_'|,! as a private limited company on & November
1985 under the mame Wellcome Pharmaceuticals Limited with the principal
object of acguiring the Wellcome Group ol Companies.

come (The

ial owners of all the issued ordinary shares

On 23 December 1985 the Trustees of the Will of Sir Henry Well
Wellcome Trust) became the benefi
of the company in exchange for the transfer to the company of the whole of the
issued share capital of The Wellcome Foundation Limited.

The company was re-registered as a public limited company under the name
Wellcome plc on 2 January 1986,

I'he authorised and issued share capital immediately prior to the flotation was
1.040 million and 800 million ordinary shares of 25p each respectively

On 29 January 1986, 210.8 million ordinary shares of 25p each were offered
for sale to the public at 1 20p per share pavable in full on application.

(M these shares, 168 million were offered for sale by The Wellcome Trust and
42 8 million were new shares offered by the company. All shares were allotted,
ary shares were admitted to The Stock Exchange Official List and deal-
non 14 February 1986,

the o
ings be

Additional inform
company's share ci

stalements.

ion relating to the corporate reorganisation and the

tal and reserves is shown in notes 1 & 18 to the financial

Ihe present directors are listed on page 4. The first directors appointed by the
sharcholders at the time of formation of the company on 6 November 1985
were the Chairman and Chiefl Executive Mr A | Shepperd, Messrs Brookman,
Copestick, Devereux and Hobbs and Dr Cresswell. The following directors were
subsequently appainted to the board on the dates showr

14 November 1955 Mr DGodirey, Dr A T James, Mr | F Lever,
Mr C Matons, Sir Alastair Pilkington,
Mr W M Sullivan

12 January 198k Sir Michael Butler
30 April 1986 Mr T E Haigler |nr
31 July 1986 [r H ] Schaeffer

19 September 1986 Mr A W Clauszen

Mr W M Sullivan resigned from the board on 13 January 1986.

In accordance with the company’s articles of association, Mr Brookman,
Mr Copestick and Dr Cresswell retire by rotation and of themselves lor re
election. Mr Haigler, Dr Schaeffer, Sir Michael Butler and Mr Clausen hay ing
been appointed by the board after 23 December 1985, retire at the annual
general meeting and offer themselves for re-election.

Of the directors offering themsel

g5 for re-election, Mr Brookman, Mr Copestick

and Dr Cresswell each have contracts of service with Wellcome ple and The
Wellcome Foundation Limited subject to two years' notice of termination by
the company and one year's notice by the director. Mr Haigler has a contracl
of service with Burroughs Wellcome Co.. the group's US subsidiary, with simi-
lar notice provisions




Directors interesis Interesis, as defined by the C

1panies Act 1985, of the directors in the shares
of the company as at 30 August 1986 were as follows:

Mr A | Shepperd ;
Mr M R Brookman 2499 GT. 204
Sir Michael Butler

Mr A W Clausen

Mr H Copestick 6933 h.424
I B M Cresswell 2499 73.063
Mr R C Devercux 3. 16hA 79 8R4
Me D Godfire 1 166K TR.7T99
Mr T E Haigler Jnr 2416 118.204
Mr P T G Hobbs L 166 58.216
Dr AT James 3 000

v | F Lever 531313

M C Matons 8.4499 73 8090
Sir Alastair Pilkington 7.000

Dr H | Schaeffer 1083 H2.543

Mo director was interested in the company’s shares at the date of incorpo
ation. Mr Haigler and Dr Schaefler had at their respective times of appointment
the same interests as are shown above. No other director had an interest in the
company’'s shares at the time of his appointment. There have been no changes
since 30 August 1986 in directors” interests

Mo director had any interest during the vear in any significant contract with
the company or any subsidiary.

Substantial share holding

The Wellcome Trust holds 74.99% of the company’s ordinary shares. The
board is not aware of any other person who has a beneficial interest amount-

o 59 or more of the issued -c:|'|,!i|'|.||':-. shares

Activities of the group  The principal activities of the group are the discovery, development, manufac-
ture and sale of human and animal healtheare products. Human healthcare
nroducts include ethical and over-the-counter human medicines. diagnostic

i

reagents, pesticides and hygiene products.

1an s statement on pages 6 to 22 forms an integral part of the direc-
In particular it contains the fair review of the deve

{ by the Companies Act 1985, [t a

Chairman s statement The

i

opment of the
ins an indication of
yments and of activities in research and development. both

SRR reg L S0 GO

likely future devels
of which are also required by the Companies Act 1985,




Directors’ report c»

The group results and distributions for the financial year ended 30 August
19860 were as follows:

Lm L
Profit on ordinary activities attributable to shareholders (3.9
Distributions to The Wellcome Trust pricr to the public listing:
Under deed of covenant (0.2}
Interim dividend (6.1 (6.3)
Proposed final dividend (11.1)
Profit retained for the inancial year 46.5

The directors recommend a final dividend in respect of the financial year
1.32p net per ordinary share. This is equivalent to the dividend of 1.86p per

ordinary share inclusive of tax credit forecast in the prospectus.

Subject to the approval of the annual general meeting which will be held on
14 January 1987, the final dividend will be paid on 27 January 1987 to share-
holders on the register on 4 December 1986

The Wellcome Foundation Limited was whaolly owned by The Wellcome Trust,
which is a registered charity, until its shares were acquired by the company on
23 December 1985, It made a distribution to The Wellcome Trust under a deed
of covenant of £2 10,000 (after deducting taxation of £90,000] during the vear.
All deeds of covenant in favour of The Wellcome Trust automatically lapsed on
23 December 1985, Apart from this pavment the group in Great Britain contri-
buted £253,100 for charitable purposes. No political donations were made
during the year.

It is the policy of group companies in the UK that disabled people, whether
reg tered disabled or not, should receive full and fair consideration for all _;I'li:'l
vacancies for which they are suitable applicants. Emplovees who become
disabled during their working life will be retained in emplovment wherever
possible and will be given help with any necessary rehabilitation and retrain-
ing. The companies concerned are prepared to modil -
ment. wherever this is practicable. so that full use can be n
individuy

;'l?"-:h,'-;'l,'l,]l'l."-\ O &L
of an

Group companies in the UK provide emplovees with information about the
i % business performance on a regular basis. In the case of The Wellcome
Foundation Limited. the pr pal emploving company in the UK, the annual
report is supplemented with a booklet and a video programme. These are dis-
cussed by all -:*ln;'-'_:'-}'n-a in their work RTOUpPS Senior functional managers then
discuss the results for the vear with all emplovee representatives. A half-vear
report is also circulated to emplovees.

th the additional demands imposed

During the vear the group had to cope wi
by the need to keep its employees fully informed about the process of pu
listing and its impact on the group. This was done mainly through house jour-
nals. The company has for many years published an international house jour-
nal, now callied We [. which has been redesigned and improved in
quality. Local news-sheets for employvees are published by group companies in
a number of countries. Tallaid, the newspaper for UK emplovees has increased
its frequency of publication from monthly to twice monthly. These publications
continue to be developed in order to improve the effectiveness of the communi-
cation process.

Consultation with UK employees through representative bodies has been a
feature of industrial relations within the group for many vears. Work Improve-
ment Groups have been established in appropriate areas as a forum for consul
tation and discussion on proposed changes in working practices.




As part of the arrangements for the offer for sale. emplovees thronghout the
group (so far as permitted by exchange control and other restrictions in some
countries| were able to apply for preferential allotments of shares up to a maxi-
murm value of £10,000 each. 5,687 emplovees in the UK. USA and elsewhere
representing 38%, of those eligible to apply took advantage of this and were
allotted 16.5 million shares. [n the group generally, apart from the USA, ther
was also a Matching Offer Scheme wher employees who applied for shares
under it to the value of £ 100 we lotted shares to the value of £200 to be held
initially in trust for them. In the USA for tax reasons there was simply a gifl
emplovees of shares to the value of L100. Under these schemes 1.6 mil
res were allotted to 9.7 54 employees.

Ydd

onally the company adopted various permanent emplovee share option
schemes for group emplovees in the UK. USA and in other countries where
local exchange control and other legislation permitted their participation. Par-
ticulars of putstanding options under these schemes are set out in note 19 o
the financial statements.

The company has by resolution in general meeting accepted certain limits on
emplovee share option schemes, notably that the total number of shares which
is made available under them in any ten-year pet 1y not exceed 107
the ordinary share capital of the company in issue at the time,

he notice of annual general meeting includes as an item of special business. a
resolution authorising the directors to amend the rules of the Wellcome UK
Sharesave Scheme and the Wellcome International Sha

Je

s notice of annual general meet includes as an item of special business a
al resolution authorising the directors to allot equity securities

» company s a close company under the provisions of the Income and
Corporation Taxes Act 1970

The auditors, Touche Ross & Co. were appointed as auditors by the board as
permitted by section 384(2) of the Companies Act 1985, on 14 November
1985 and have expressed their willingness to continue in office. A resolution
-
for their re-appointment will be proposed at the annual general meeting.
| ; 5 = E

By order of the board,
H Mitchell

aeCretary

1 3 November 1956




Analysis of turnover
by location of cusiomer

UK exporis Cm
200

173

1 50

Group turnover and UK exports

1986 £10405m

wtal Europe Urnited Kingdom
m £111m
N £

18%,

North Amierica Rest of the World
t428m L 285m

1985 L1004m

Continental Europe United Kingdom
E£114m

o

1
North America Rest of the Wosld

L4447 m Li97m

1981




Group profit and loss account

Tar the feaecial gear ended 30 Awquist 1 986

:
i
Operating costs t
.
Met interest payvable and similar items 5
I'ax on profit on ordinary activitics £

l'.::I:Il.' LV IMCEFESEs 11 BDSSCEs

o The Wellcome Trust prior to the public
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ol covenant
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Group and parent company balance sheets
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Group source and application

nuesl 198G
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Profit on ordinar 1tion 125.3

Depreciation 131.8

Purchase of tangible fixed assets [E8.3)
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Segment information

Operating costs

Notes to the financial statements

.
" G4
Bk 3 i
y
.
E L
y
Kiredo
H Hi il
I .| |6
T { - {4 e '}
Cr | 1 &
o m i
[ERL Icl alh B
! i [l
|I ;|
A |
= T i
i I i
1 b 1]
| b ni R are PNy sales Aacl (KL
A g 1 b n . h 1 % |
| % e mn 1 i hie
\nima all | I LT 1= | 5 ed Kingd [T} I O T
il f
i ILE| LT =N'[ ¥ 1 (59}
o
1
e KEnEclomn 1018
L | 1[4 1 b
e
il i
L iorl ISky
g
" e d Ll 2
L) g { I i 2 i
by ofs I n 1
I o
[ 13N
[ Y 5 h 1%
55 o
LM 0 Ating !
| Hied oo
=)
PR —
‘ | | fit *
..... 5 -
1 I 1 m 3 =
[5 L -




5

B

Net interest payable
and similar items

Tax on profit on
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Earnings per ordinary
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Notes to the financial statements conimed

8 Emoluments 1986
of directors :

- Emoluments 1.085
and senior
' g Payment to former director 413
employees
Emoluments (excheding pension contributions) of
the Chainman 153

The emoluments (excluding pension contributions] of the other directors whose duties
were wholly or mainly discharged in the United Kingdom fell within the following

o
ranges: :
noluments 195806

L Mumber

=500 |

FAM0 1 =10.000 2
1M =1 50000
1 5,000 1 =200 1
3000 =3 5.000 2
SR M I =GO

Bl O] =6 5,000

3.0 TO.000 2
70,001 =7 5,000
7 I =800

[ 1
SO0 =8 3,000 1
W —=SM0 M0 1

pl

SO0 T =950

renis (excluding pension contributions) of senior emplovees of The Well

ndation Limited whose du

ies were wholly or mainly discharged in the

urmenit 5 YEh

. Sumbeer
SULCH ] =3 5,000 w4
35 001 =40.000 53
L3, 0000 1 =4 5,000 15

£5.001
SOOI T
55,0000 ]

3000000
S5 000
fal ) LI
13, 000

9  Employee information 1956
Murmber
.|. CTOHTE PRI

Linired Kin

.54 %
- -"
America 1212
W Thie '."-l'lll,! 5By S
1 8.0
— —
Lr
Wages and salaries 2420
Soclal security costs M
ther pension costs 2.5
2831
—
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10 Tangible fixed assets

equipment

|- R

GROLEF

Currency adjustments B.7 (5.3 | (16,7
Additions 19,2 0.7 5.3
Disposals (9. 1) 6.3 ] (17.7
Effect of revaluations (.4 .3

AL 30 August 1986 2 180100 775 5597
Currency adjustments l 4.0 (LA (6.3
Charge for the vear 1600 9.1 1.8
Disposals (1.7 4.3) {1.9) (8.1

Effect of revaluations .1 .1 2

At 30 August 1986 51.9 33.0 569 171.8

Net book value at 30 August 19586 2503 97.0 (L IR 7.G
= / a o I i

1 above are assets in course of construction of £45.5m an
which no depreclation has been charged.

Analysis of net k value 198
of land and buildings tm
Frechold 234.3
9.5

E.E

250.3

fixed assets under the historical
cost convention

An
.I'II L=

As valued since 1979

is of cost or valuation

vt

11 Investments held as
fixed assets

Em £m
Shares In group companie: 20000
shares in e i i4
Mther investments 0.7

4.1 el HE]

The parent company investment in shares in group companies represents the share-

halding in The Wellcome Foundation Limited stated at directors

1
LIATIO.

The principal subsidiaries and related companies are set ouf on page 44
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Notes to the financial statements comined

04
i
i | conswu 505
Wi i
[ 15 | resal &)
i
L
o
1%
| R
I
o
[} i PEinlEs b
I- II
1
G0 0o =
COmpanies ,
-8
244 2 [ |
—
QR
Frw
Li= =il 1
<l %, %
54,
'
Market value of i securities and
rithicates of deposit 13,1
M equ investments are included in
Ol SECLIFTTeS.
I
%0 [T
1 Lm
Ban ¥ el ovverel ekt 2 ¥
Dellle HRINS GNG OvETaralls 18
Lither loans .6
S X
alil
¥ a
}.0
[ 15.8 t
151
1
}
1T g E
1 L




= amounts -
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Provisions for liabilities
and charges

Notes to the financial statements conimed

ol [&] #t
tr I_-I

Currency adjustments 1.2 1 0.2
Utilised during the (0.4) [ (6.3 (.5
Charged to profit and loss account 1.2 } b7 h.3
T == - g

AL 30 Auguost 1986 5.3 2 1.5 16

[referred taxation e

Full potential a

" Qg
(= 3
o
o prowided Jor dn the fisamelal
St ernEernls;
Aerels | allowances 2319
Other tin EnCes (103

qr net book values and the oroceeds

If all the revalued properties were to be sold at
reinvested in fxed assets, it is estimated that tax on capital gains would
{ tion is unrealistic

the directors su
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Capital and reserves

b Movembir 1985
Inktkal

iuthorised sl

registration of company

23 December 1985
Bkt !.II;_'

Limited 1L LK)

shares iss Mareh

Wellcome Founda

.0

RETIN 1 6AlLE)
Revaluation reserve capitalised 400,01 10
29 January 1986
f new shares at 120p 428 107
At 30 August 1986 100 260110 E42.8 210,

TS

* of new shares
Flotation Eurosterling bond issue

[ P s .0

I r the financial year - ([1,4) 46,9 46.5
evaluations (.7 0.7

I'ransfers between reserve categories 1.3 1.100)

At 30 August 1986 34.3 1.3 267.1 1029

VRENT X

Sale of new shares
I and Eurosterling bond issue

| b4

I year (L6

the hinane

At 30 August 1986 14,3 (.6 4.9
(her group reserves comprize revaluation reserve E£0,.7m . related
companies’ reserves Li0.2m and other reserves £1.0m

nd loss account is not currently available for distribution

recments in the USA.

£72.9m of th

because of

oLp profit
{

SITICHIONS U

surdation

1ed s in
Was app

Yiea Y g

O r
: resultant surplus of £ 100r

e Clomp tand loss account

i not presented as part of these fin al statements. The
xation includes £11.7m
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19 Employee share
option schemes

200 Commitments

21 Contingent liabilities

Notes to the financial statements e

v operates three share option schemes for emplovees, | ing execulive

national
B=idiairy in the
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me Con the L p'
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‘eriind
i 1 Priv
3.3 1R 253 1986/9h C1.20
5. rah 58 1986/93 £L1.29
1.297.51 3 1986/493 £1.29
on Plan 1SR, 954 19586/Y9h I |
¢ Rights Plan 12,586,097 1986/ L1.2Y
.:: I'I'.I II-
—
[ 1
i
i
i + F & "~ - ' | +} 'y ¥ " - T T
Contracted for but not provided in the financial statements L.
Authorised but not vel contracted Ror Bih
LRI T L '.-.l.'l.l.';l"-
Year ending August 1987 L ]
[URE
1954 5.0
IREEETE a5
i) i
lotal alter Agus 14 |
]
e
Fy
[ ILmesnt e h !|:||_"-\.
ain | ik

The principal LA 3 her drug compamnices in the US

s in @ b substantial damages i

[1]:

WL certainiy. it

: actions will not

the inancial statements on pages 29 to

L h approved Auditing Standards




Five year summary
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Principal companies in the group

as at ) Adgaest 9RO

L AN
wratorios Welloome d riugal Lda \nimal Health NZ L 490
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Coopers Animal Health
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Financial calendar and shareholder information
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Notice of Annual General Meeting
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