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The Wellcome Trust (the ‘Trust’) is a
charitable trust created in 1936 by the Will 
of the late Sir Henry Wellcome and now
governed by its Constitution, which was
established in February 2001 by a scheme 
of the Charity Commission.The Trust is
registered under the Charities Act 1993
(registration number 210183).

The sole trustee (the ‘Trustee’) is 
The Wellcome Trust Limited, a company
limited by guarantee (registration number
2711000), whose registered office is 
183 Euston Road, London NW1 2BE.
The Trustee is governed by its memorandum
and articles of association.The directors
(known as Governors) and the Company
Secretary of the Trustee are shown as follows:

Board of Governors
Sir Dominic Cadbury (Chairman)

Professor Sir Michael Rutter, CBE, MD, FRS,
FBA, FMedSci (Deputy Chairman)

Professor Adrian Bird, FRS, FMedSci

Professor Martin Bobrow, CBE, DSc Med,
FMedSci

Professor Christopher Edwards, MD, FRSE,
FMedSci

Professor Julian Jack, PhD, FRS, FMedSci

Mr Alastair Ross Goobey, CBE

Professor Jean Thomas, CBE, ScD, FRS,
FMedSci

Mr Edward Walker-Arnott 

Professor Mark Walport, PhD, FRCP, FMedSci 
(resigned 24 January 2003)

Company Secretary
Mr John Stewart

The Wellcome Trust is managed day to day 
by the Executive Board and other Senior
Management shown as follows:

Executive Board
Dr Mark Walport, PhD, FRCP, FMedSci
(Director) (from 1 June 2003)

Dr Michael Dexter, DSc, FRS, FMedSci
(Director) (retired 31 March 2003)

Mrs Linda Arter (Director of Finance and
Information Management)

Dr Ted Bianco, PhD (Director of Technology
Transfer)

Mr John Cooper (Director of Human Resources
and Services)

Dr Rick Fuller, MD (Director of Science Funding)
(resigned 12 May 2003)

Ms Clare Matterson (Director of Medicine,
Society and History)

Dr Sohaila Rastan, MA, D Phil, FMedSci
(Director of Science Funding) 
(from 3 November 2003)

Mr Gary Steinberg (Chief Investment Officer)

Other Senior Management
Dr Allan Bradley, PhD (Director of the
Wellcome Trust Sanger Institute)

Dr Lee Elliot Major, PhD 
(Head of Policy and Communications) 
(resigned 25 September 2003)

Mr David Phillipps, FCA (Head of Finance)

All of the above have been in office
throughout the year unless otherwise stated.
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Principal Advisers

Auditors
PricewaterhouseCoopers LLP

Bankers
HSBC Bank plc

Global Custodian Bank
State Street Bank and Trust Company

Investment Advisers
Cambridge Associates 

Investment Managers
Adams Street Partners LLC

Aberforth Partners

Alex Brown Investment Management LP

Atlantis Fund Management 
(Guernsey) Limited

Baillie Gifford & Co.

Barclays Global Investors Limited 

Brandes Investment Partners LLP

Brown Investment Advisory & Trust Company

Capital International Limited

Clay Finlay Inc

Deutsche Asset Management Limited

Deutsche Investment Management 
Americas Inc

Fidelity Pensions Management Limited

First State Investment Management 
(UK) Limited

Gartmore Investment Management plc

International Asset Management Limited
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JF Asset Management Limited

JO Hambro Capital Management Limited

John W Bristol & Co. Inc

Liontrust Investment Services Limited

Lloyd George Investment Management
(Bermuda) Limited
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Morgan Stanley Dean Witter Investment
Management Inc
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North America Inc

Sands Capital Management Inc

Schroder Investment Management 
(Japan) Limited

Société Générale Asset Management 
UK Limited

TT International Investment 
Management Limited 

UBS Global Asset Management (UK) Limited

Wellington Management Co. LLP

Investment Property Managers
Bidwells

Cluttons

Cushman & Wakefield Healey & Baker

io Group Limited

Solicitors
CMS Cameron McKenna

Testa Hurwitz & Thibeault
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For the third year in succession I find myself
reviewing a year of continuing volatility in
equity markets around the world. Although
the Trust ended the year with an asset value
higher than at the start of the year, we have
been affected by the reduction in value from
the high points in 1999/2000 and the
continuing global political and economic
uncertainty. In February 2003, therefore,
the Board of Governors approved a revised
financial plan. From a previously planned level
of expenditure of around £500 million per
annum, this revision now enables us to
commit grant and direct activity expenditure
of approximately £400 million per annum.
We are confident that this meets the twin
objectives of managing our assets to provide
for both future long term growth and
supporting a substantial current level of
charitable giving.

We have taken stock of our activities and
considerable staff effort was put into a
comprehensive cross-organisational review.
Much work was done to examine our
activities against our aims, to ensure
continuing support for the Trust’s mission.
As a result of the review some of our
activities have been scaled back, others
strengthened, and a handful have been
stopped.We are confident that we can
continue to support a diverse portfolio of
grant schemes and activities across the
spectrum of our interests whilst continuing 
to maintain our asset base for the future.

During the year we said farewell to 
Dr Mike Dexter as Director, who made an
invaluable contribution to the Trust during 
his five year term of office, and welcomed his
successor, Dr Mark Walport, who took up the
position at the beginning of June. As a former
Governor, his previous knowledge of the Trust
positioned him to take on the challenges
which face this diverse organisation. He has
begun his work with enthusiasm, and the Board
of Governors has agreed to his proposed
restructuring of the way we organise our
scientific research grant activities around a
new model, based on scientific themes
encompassing the breadth of biomedical
sciences, that is now being developed for
implementation in October 2004.

Major activities
In my fourth year as Chairman I know that
the wide breadth of projects supported by
the Trust makes it ever more difficult to single
out particular activities for attention. A fuller
picture of the last twelve months can be
obtained from the Trustee’s Report and the
separate Annual Review, so here I am focusing
on events or activities that have generated
either particular UK or international
recognition, or fundamentally altered the
ability of the Trust to ‘make a difference’.

A new synchrotron is an essential facility for
biomedical research in the UK, so I am glad 
to report that the Diamond ground breaking
ceremony took place in March.This marked
the start of the construction phase of
Diamond, a jointly funded project between
the Trust and the UK Government (through
the Council for the Central Laboratory for
the Research Councils) to build a new third
generation synchrotron light source in the 
UK.When it commences operation in January
2007, Diamond will provide cutting-edge
research facilities for scientists from both the life
and physical sciences from the UK and abroad.

An entirely different area of partnership 
with the UK Government led to us being
joined by Stephen Twigg MP, Minister for
Young People and Learning, for the launch,
in December 2002, of the National Science
Learning Centre competition.This Centre will
be the hub of a National Network of
Learning Centres that will provide continuing
professional development to school teachers
of the sciences.This will enhance the careers
and teaching skills of such teachers and aims
to boost the interest and enthusiasm of future
pupils for science, encouraging new generations
to appreciate science and to enter higher
education in the sciences. Eleven applications
were received and processed leading to a
decision in September 2003 by the Board of
Governors to appoint the White Rose
Consortium of the Universities of York,
Sheffield, Leeds and Sheffield Hallam to run
the National Centre, as part of the National
Network of Learning Centres.This is a very
exciting initiative for us to be involved in and
we are looking forward to seeing the Centre
come to life in 2006.

New initiatives in our international portfolio
include the launch of a £25 million
programme, Animal Health in the Developing
World, focusing on livestock diseases in the
developing world and the impact on human
health and wellbeing. Under this initiative we
envisage funding a spectrum of projects over
the next two years from biomedical research
and public engagement projects to activities
that strengthen the translation of research
outcomes into practical benefits. In partnership
with the governments of Australia and New
Zealand we launched the Asia-Pacific scheme,
to tackle the health problems of developing
countries in the Asia-Pacific region.
Negotiations are in hand to award up to 
£6 million during the forthcoming year.

In the UK we implemented the decision 
taken in 2002 to integrate the Trust’s support
for translating biomedical research into
therapeutic or diagnostic outcomes, previously
channelled through Catalyst BioMedica
Limited, into a new internal Technology
Transfer Division.The Division was successfully
established with the objective of maximising
the impact of research innovations on human
and animal health, by facilitating their
development to the point at which they can
be funded by the financial market.The first of
its University and Strategic Translation Awards
were made in September and again more
details of the activities in this area are set out
in the Trustee’s Report.

Last year we were fortunate to be able to
secure the archive of Francis Crick, and this
year I was pleased to see that material from
the archive went on display for the first time
as part of an exhibition and associated events
held at the Trust to celebrate the 50th
anniversary of the discovery of the structure
of DNA. Although cataloguing of the
collection had not been completed by the
end of the year, the display offered an early
glimpse of some of the treasures that the
collection contains.

I was delighted to open the Medicine Man
exhibition at the British Museum in June.
Our benefactor, Sir Henry Wellcome, created
one of the world’s great collections: a vast
stockpile of objects related to his universal
interest in ‘the preservation of health and life’.
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One hundred and fifty years after his birth,
this exhibition reunited a cross-section of
extraordinary objects from that collection.
Ranging from diagnostic dolls to dentists’
chairs, and from Napoleon’s toothbrush to
George III’s hair, the exhibition also provided 
a very different perspective on some of our
own concerns with medicine and health.
The exhibition was very well received by
critics and public alike: it attracted positive
reviews in everything from the Times Literary
Supplement to the Richard & Judy show on
Channel 4 and was visited by an average of
10,500 people a week. Evaluation of the
project has provided valuable ideas to feed
into plans for permanent exhibition galleries
that will be presented in a reconfigured
Wellcome Building in 2006.

The building work required for this
reconfiguration will commence after the Trust
moves into its new headquarters building in
Euston Road. Construction of this has
continued apace and we are now looking
forward to moving into it by mid summer
2004.This is an important move for the long
term operation of the Trust, as it will
consolidate all our Euston Road facilities on to
one site, providing a better and more efficient
base for our staff and our operational
activities for many years to come.

Of on-going and serious concern has been
the consultation papers emanating from
various UK Government departments and
agencies on the future of university funding
and the Dual Support System.We have
responded to all of these documents
maintaining our fundamental belief that the
very significant amount of funding provided
by the UK charity sector for biomedical
research is not donated by the public or
generated from endowment funds for the
purpose of funding basic university facilities,
services and infrastructure.The Trust’s position
remains that, as stated in its 2000 Corporate
Plan, ‘we intend to continue supporting
biomedical science in this country as long as
the excellence of the UK science base is
maintained and the current funding
arrangements between the state and
charitable sectors continue’. In this context 
it was disappointing to see proposals that
seemed to contradict directly the recognition

in the Government’s own Science Strategy
Paper ‘Investing in Innovation’ of the
contribution made to the strength of
biomedical research in the UK by the charity
sector and the Government’s commitment 
to support it within the university sector.
The Trust willingly funds the full direct costs 
of research – the materials and consumables,
the equipment and the salaries of a whole
range of staff needed to undertake research –
from research nurses to professors.We fund
training schemes across the breadth of the
clinical and basic biomedical sciences,
providing both salary and research costs
support, for individuals from PhD degree
students to senior academics. However,
we expect that the academic environment 
in which such research is conducted and the
services needed to support it, for example
libraries, personnel, finance, security and
insurance, will be provided by the
Government as part of its support of 
the university sector. Charities have been
enormous contributors to infrastructure 
in UK universities.They have trained many
scientists, the human capital of universities,
built buildings, refurbished laboratories,
and provided every variety of equipment.
However, we believe that charities should 
be able to decide the nature of their
contributions to infrastructure so that these
best further their charitable missions.

Investments
Financial markets remained volatile during 
the year in review, with sentiment dominated,
particularly in equity markets, by the build 
up to the Iraq war. As the threat of war
intensified, share prices around the world fell
heavily, and by March, most markets hit their
lowest point for many years. In addition,
forced selling of equities by insurance
companies, attempting to meet regulatory
solvency requirements, exacerbated the
problem, and at the lowest point of the UK
market, the yield on the All Share Index
actually exceeded that on 10 year gilts,
for the first time since the 1950s.

With military operations in Iraq drawing 
to a swift and apparently successful close,
share markets recovered quickly, and by the
end of the financial year, most had posted

positive returns. Bond markets, meanwhile,
fell sharply, as the global economic recovery
gained momentum, and the threat of 
deflation receded.

Activity during the year centred on
rebalancing the portfolio, as well as continuing
to move the investment management
arrangements to a structure which employs
managers who specialise in a particular
approach, region or asset class. Positive
returns from both property and equities
during the financial year helped lift the
investment asset base of the Trust to 
£10.1 billion (2002: £9.3 billion).

Income and expenditure 
The Trust continues to take a long-term 
view on the amount that can be spent in any
one year as it invests for overall return and
long-term growth, rather than just income.
Income for the year to 30 September 2003
was £274 million (2002: £306 million) and
this was principally used to provide cash
resources to the Trust to fund its capital,
charitable and operational spend. Expenditure
including grants committed, not cash spent,
amounted to £552 million for the year 
(2002: £585 million). Cash spend in the year
amounted to £599 million (2002: £525 million).

Finally, I must again record my appreciation 
for the continued and unstinting support of
those who serve on our various panels and
decision-making committees, and to all those
who provide expert referee opinions and
comments on grant applications.The Trust’s
decision-making processes could not function
without the input of these many hundred
individuals, any more than it could without 
the continuing commitment and hard work 
by the staff of the Trust and its subsidiaries.

Sir Dominic Cadbury

11 February 2004
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Objects and Policy

Aims and objectives
The objects of the Trust, as set out in its
Constitution, are as follows:

• to protect, preserve and advance all or 
any aspects of the health and welfare of
humankind and to advance and promote
knowledge and education by engaging in,
encouraging and supporting:

(a) research into any of the biosciences;
and

(b) the discovery, invention, improvement,
development and application of
treatments, cures, diagnostics, and other
medicinal agents, methods and
processes that may in any way relieve
illness, disease, disability or disorders 
of whatever nature in human beings 
or animal or plant life; and

• to advance and promote knowledge 
and education by engaging in, encouraging
and supporting:

(a) research into the history of any of the
biosciences; and

(b) the study and understanding of any 
of the biosciences or the history of 
any of the biosciences.

The Trust’s Corporate Plan covering the
period 2000 to 2005 set out its mission to
foster and promote research with the aim 
of improving human and animal health, and
identified four key aims through which it will
deliver the mission and objects of the Trust:

• to fund research that will advance
knowledge in the biomedical sciences 
and their impact on society – past, present
and future;

• to fund both human and physical resources
to contribute to a long term and vibrant
research environment;

• to advance the translation of Trust-funded
research into health benefits; and

• to engage with the public through informed
dialogue to raise awareness and
understanding of biomedical science, its
achievements, applications and implications.

Additionally, the Trust identified a set of values
which reflect the changing role of the Trust
and society, and are key in guiding its business
and the way it operates.

The values of independence and flexibility
were reaffirmed but are strengthened by
promoting, among others, openness and
partnership.

To achieve delivery of these aims, funding and
support has been provided to third parties
during 2002/03 in these general categories:

• short term awards and longer term project
and programme grants for research, usually
for up to five years;

• awards for research training and career
development where support is provided
for individuals at all stages of their careers;

• funds for travel abroad for collaborative
research, meetings and symposia;

• awards for equipment; and

• capital grants for buildings, through the now
closed Science Research Investment Fund.

The Trust’s grant-making policy is to support
high quality research across both the breadth
of the biomedical sciences and the spectrum
of proposals from ‘blue skies’ research to
applied clinical research, and to encourage 
the exploitation of research findings for
medical benefit.

Although the majority of grants are awarded
to United Kingdom recipients, there are also 
a number of schemes designed specifically for
overseas applicants.The Trust is aware of the
profound impact biomedical research has on
society and in its grant making also seeks to
raise awareness of the medical, ethical and
social implications of research and to
promote dialogue between scientists, the
public and policy makers.

The Trust also undertakes activities in and
funds research into the history of medicine
and the Wellcome Library provides access to
resources which support its activities in the
above fields.

The Wellcome Trust Sanger Institute is directly
funded through a Trust subsidiary, Genome
Research Limited. Led by its Director,
Allan Bradley, researchers at the Sanger
Institute are engaged in research programmes
encompassing genome annotation projects,
genome infrastructure projects and biological
genetics research.

Investments and reserves policy
The Trust’s assets are invested in accordance
with the investment powers set out in the
Trust’s Constitution and the investment policy
of the Trust.The investment policy is to seek
total return over the long term, in order to
provide for real increases in annual
expenditure, while preserving the capital base
of the Trust in real terms.This policy involves
investing some of the Trust’s assets for long-
term capital growth, rather than to maximise
short-term income.The Trustee considers at
all times the need for liquidity, the risks
involved and the good reputation of the Trust.

To balance the needs of both current and
future beneficiaries, the Board of Governors
sets expenditure targets each year that are
consistent with preserving the value of the
Fund in real terms over the long term.
The Board of Governors sets the target by
reference to a historic three-year weighted
average of the value of the investment
portfolio. In any particular year these
expenditure targets may be over or under
spent; however, the Board of Governors plans
to match these targets cumulatively over the
medium term.
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Governance

The Trustee and the 
Board of Governors
The Trustee of the Wellcome Trust is 
The Wellcome Trust Limited, a company
limited by guarantee, whose directors are
known as Governors.The members of the
Board are distinguished in the fields of
medicine, science, law and business.

Appointments to the Board of Governors 
are made by the incumbent Governors,
after advertisement and wide consultation.
The Board of Governors decides on strategic
priorities, establishes funding policies and
allocates budgets. During 2002/03 the Board
of Governors met seven times including a
two day residential strategic review meeting.
Except for the July meeting when one
Governor was unavoidably absent,
all scheduled meetings were attended by all
Governors.The Board of Governors draws 
on the advice and help of decision-making
and advisory committees of experts in
various fields.

The Board is responsible for ensuring that 
the Trust’s charitable mission of fostering and
promoting research with the aim of improving
human and animal health is being met.
It develops and agrees the overall scientific
strategy and policies related to biomedical
science grant activities. It monitors and
reviews progress and policies and takes
funding decisions on initiatives falling outside
the remit of the Panels and Interest Groups.
Through its Medicine, Society and History
activities, the Trust aims to foster
understanding of medicine and its role in
society in the past, present and future.
The Board of Governors also develops and
agrees the overall strategy and policies for 
this area.

The Executive Board, chaired by the Director
of the Trust, reports directly to the Board of
Governors and is responsible for the day to
day management of the Trust’s operations 
and activities.

Statement of Trustee’s
Responsibilities
The Trustee prepares Financial Statements for
each financial year to give a true and fair view
of the state of affairs, and of the incoming
resources and application of resources in that
period, both of the Trust and its subsidiaries.
In preparing those Financial Statements,
the Trustee:

• selects suitable accounting policies and
applies them consistently;

• makes judgements and estimates that are
reasonable and prudent;

• states whether applicable accounting
standards have been followed, subject to
any material departures disclosed and
explained in the Financial Statements; and

• prepares the Financial Statements on 
a going concern basis.

The Trustee is responsible for keeping proper
accounting records which disclose with
reasonable accuracy, at any time, the financial
position of the Trust and enable the Trustee
to ensure that the Financial Statements
comply with the Charities Act 1993,
the Statement of Recommended Practice
(SORP) ‘Accounting and Reporting by
Charities’ published in October 2000 and The
Charities (Accounts and Reports) Regulations
2000 in all material respects.The Trustee is
also responsible for safeguarding the assets of
the Trust and hence for taking reasonable
steps for the prevention and detection of
fraud and other irregularities.

Committees of the 
Board of Governors
The Board of Governors is assisted in its
duties by a number of committees which
report directly to it:

• Audit Committee: for matters of internal
control, compliance with financial reporting
requirements and relations with the
external auditors;

• Remuneration Committee: for
remuneration issues;

• Investment Committee: for matters relating
to the Trust’s investments;

• Nominations Committee: for identifying
potential candidates to fill Board and
Committee vacancies; and

• Academic Appraisal Committee: for
matters relating to research strategy.

Details of the membership of these
committees are given on page 49.The Audit
Committee met three times during the year,
and all members attended each meeting.
The Remuneration Committee met once and
was attended by all members.The Investment
Committee met four times in the year and 
all the meetings were attended by almost all
the members.

As part of a governance review during 2003,
the Nominations Committee was established
by the Board of Governors to review the
structure, size and composition of the Board
and to make recommendations to the Board
with regard to any adjustments deemed
necessary. It will identify candidates to fill
Board vacancies, and present these to the
Board for consideration and decision. It will
also make recommendations to the Board 
of Governors concerning the membership
and chairmanship of the Audit, Investment 
and Remuneration Committees, and make
recommendations to the Board concerning
the appointment of Governors as trustees 
of the Wellcome Trust Pension Plan.
The Nominations Committee met once during
the year and was attended by all members.

An Academic Appraisal Committee was set
up in 2003 as a mechanism for discussing
proposals, or initiatives, that fall outside of
established review, decision-making or funding
mechanisms and delegations, and require
strategic scientific/academic appraisal.This is
not a decision-making Committee, and does
not have a budget, funding authority or
allocation of resource authority. It is a forum
for debating and rehearsing the scientific,
medical history, ethical or public engagement
arguments about the merits of an initiative 
or proposal.This Committee makes
recommendations and reports directly 
to the Board of Governors, and meets on 
an ad hoc basis.

Responsibility for Panels and Interest Groups,
which have decision-making authority on
research grants within approved budgets,
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lies with the Board of Governors. Such Panels
and Interest Groups assess, review and decide
which grant applications to fund and also
advise on policy issues in various fields.
Decisions on grant awards are based on
written reports, prepared by external
reviewers, which assess the formal grant
applications. Most of these committees have
an external Chairman, all include experts
from relevant fields.

Details of the membership of Panels 
and Interest Groups are published on the
Trust’s website.

Principles of governance
The provisions of Section 1 of the Combined
Code have been considered by the Board of
Governors.The Code contains principles of
good governance and a code of best practice
for companies listed on the London Stock
Exchange.Whilst there is no statutory or
other requirement for the Trust to comply
with the Combined Code, the Board of
Governors believes that the Trust complies
with the main relevant provisions of the Code
applicable during the period.

Internal control
Although no system of internal control can
provide absolute assurance against material
misstatement or loss, the Trust’s system is
designed to provide the Board of Governors
with reasonable assurance that there are
proper procedures in place and that they are
operating effectively.The Executive Board
reviews key internal operational and financial
controls annually and confirms the operating
effectiveness of those controls to the Board
of Governors, which in turn also reviews key
controls and risk management.

The key elements of the system of internal
control are:

• Organisational: there is a clear
organisational structure with documented
lines of delegated authority, responsibilities
for control, transactional authorisation or
approval and documented procedures for
reporting decisions, actions and issues;

• Segregation of duties: there is segregation
of duties or responsibilities when these
would, if combined, enable one individual 
to approve, record and process a 
complete transaction;

• Access to assets: procedures and 
security measures exist to ensure that
access to assets, whether physical, financial,
systems or information, is limited to
authorised personnel;

• Reporting: the Board of Governors approves
and reviews annual budgets and
expenditure targets, and monitors cash
flow, grant commitment and operational
expenditure, and performance against
budgets on a regular basis;

• Risk management: there are processes 
in place for identifying, evaluating and
managing significant risks faced by the 
Trust.The major risks to which the Trust 
is exposed, as identified by the Board of
Governors, are reviewed annually and
systems are established to mitigate those
risks. During the year the Board also
considered and approved a risk
management policy, which sets out the
Trust’s approach to risk;

• Internal audit: an internal audit function
reviews controls and the risk management
process within the Trust; and

• Review: the Audit Committee, which
comprises three external members and two
Governor members, reviews the Trust’s
position on internal control, its compliance
with relevant statutory and other finance
regulations and advises the Board of
Governors of any relevant matters.

Conflicts of interest
The Trust has reviewed and revised its policy
on conflicts of interest, which applies to
Governors, employees and members of the
Trust’s decision-making committees and panels.

When a Governor has a material interest in
any grant, investment or other matter being
considered by the Trust, that Governor does
not participate in the Trust’s decision on that
grant or other matter. In particular, where 
a Governor is a member of a university to
which a grant would be made, this is

considered to be a matter of material
interest.The same principle applies to staff
and to members of committees who are able
to influence the Trust’s funding decisions.

Health and safety
The Trust takes seriously its responsibilities
and legal obligations for the health and safety
of employees and visitors to its sites.The staff
induction programme includes a health and
safety session and the Trust’s intranet is used
to provide staff with the latest information.
A Health and Safety Committee meets
quarterly, its members include two staff
representatives, and its minutes and an annual
report are considered by the Trust’s Executive
Board. A full building risk assessment and audit
is conducted biannually by an independent
body, such as the British Safety Council,
and the Trust has been assessed as having a
good record. Occupational health support is
provided to staff, and regular risk assessments
are conducted to meet Display Screen
Equipment Regulations.The Trust’s Health 
and Safety Policy was reviewed and updated
during 2003 and disseminated to all staff.

The Trust’s new headquarters building is being
constructed to meet the requirements of
health and safety legislation including access
and provision for disabled staff and visitors.
The Trust requires contractors working on
the construction to meet the highest
standards of safety and monitors closely the
reports of its construction managers.

Employment
The Trust is committed to being an equal
opportunities employer and aims to ensure
that no job applicant or employee receives
less favourable treatment on the grounds 
of sex, sexual orientation, marital status, race,
colour, ethnic origin, nationality, religion or
religious beliefs or disability. Staff recruitment
and appointment processes are monitored,
and a report presented annually to the
Executive Board.

In recent years a comprehensive training and
personal development programme has been
developed by the Human Resources
department.There is a suite of some 30
internal training courses, ranging from senior

Governance (continued)
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management development to report writing.
These courses are supplemented by a wide
range of other training events, such as
seminars, briefings and induction programmes,
and by appropriate external training courses
when required. In 2003 this staff training
programme attracted over 600 participants.

Environment
The Trust recognises that pollution can be 
a trigger for those susceptible to certain
illnesses and, just as the research it funds 
aims to improve human health and wellbeing,
the Trust also seeks to conduct its activities 
so as to minimise its environmental impact.

Therefore the Trust:

• Considers the potential environmental
impact of any new planned activities or
developments, works to minimise any
negative impacts and, where possible, seeks
to make a positive contribution to the local
environment;

• Aims to reduce energy use and improve
energy efficiency;

• Aims to minimise the use of all consumable
materials and use renewable and recyclable
materials where possible;

• Continues, where possible, to recycle office
and kitchen waste and review what further
measures can be undertaken;

• Encourages all staff to adopt environmentally
sound transport practices; and

• Raises awareness of the Trust’s
environmental activity among its staff.

The Executive Board considers annually a
comprehensive Environmental Report that
also refers to the policies of key service
providers and suppliers.

The design of the new office building was
assessed using the Building Research
Establishment Environmental Assessment
Method (BREEAM) which acts as a tool to
improve the environmental performance of
the building. It was assessed to see how
environmentally friendly the building is in
relation to its services and construction
materials.The result was an ‘Excellent’ rating
which is the highest that can be achieved.

The Wellcome Trust Genome Campus at
Hinxton is in an area of natural beauty and
the Trust – through its subsidiary Genome
Research Limited – aims to pursue its
research aims in a manner which minimises 
its impact on the local environment.
The Campus grounds are maintained to 
a high standard and steps are taken to
minimise the impact on the local community.
The extension to the Campus, known as the
South Field Project, incorporates many
environmentally-friendly features.These
include the creation of a 15 acre wetland
around the River Cam to improve flood
control and protect and enhance wildlife
habitats; the use of sustainable drainage
techniques in the form of green swales, grass
and sedum roofs (covering 45% of the overall
roof area); the planting of over 250 trees and
over 12,000 shrubs, largely of native origin,
to enhance views to and from the site and to
increase diversity; and rainwater harvesting for
use in landscape irrigation and toilet flushing.
The new buildings themselves have been
designed to create a sustainable environment
for work. A preliminary assessment has been
carried out using the BREEAM format
adopted for these types of building, and an
‘Excellent’ rating was achieved. Finally, the
Campus has adopted a Green Travel Plan,
which promotes the use of more sustainable
modes of transport by staff and visitors.

The Wellcome Trust Sanger Institute
Health and Safety, Employment and
Environment policies for the Institute are
managed and monitored by its Board of
Management, which reports to the Board 
of Directors of Genome Research Limited.
The Institute implements the same high
standards in these areas as the Trust,
but adapted to its own different
circumstances and needs.

Review of Activities
The consolidated Financial Statements of the
Trust for the year ended 30 September 2003
are set out on pages 16 to 48 of this report.
The Group is comprised of the Wellcome
Trust and its subsidiary undertakings.
The results of the subsidiaries for the year
have been consolidated with those of the
Trust. Details of the subsidiaries are given in
note 19. All figures quoted below refer to
Group figures.

The total expenditure of the Trust in 2002/03
was £552 million compared to £585 million
the previous year. Although aware of the
importance of performance monitoring and
reporting, as a charity funding biomedical
research with long term horizons it is not
possible in an annual financial report for the
Trust to report performance in terms of the
outcomes of research funded during the last
year. However, alongside this Annual Report
the Trust publishes the Annual Review which
provides further information about progress
with major grant programmes funded 
over recent years. As in previous years,
2002/03 saw a number of new initiatives,
the implementation of, or outcomes from,
previous agreements, and the approval of
significant awards, all with the objective of
furthering the mission of the Trust and the
four aims it set out in its Corporate Plan.

Advancing knowledge 
and understanding in the 
biomedical sciences
One of these aims is to support basic,
applied and strategically important biomedical
research with the objective of increasing the
scientific knowledge base. As part of its
ongoing funding of blue skies research, the
Trust therefore continued to award
substantial funds to research institutions,
primarily UK universities, through its
established project, programme and personal
award schemes.The Subject Panels’
expenditure was £105 million and included
support for 39 five year programme grants
and 262 project grants.

Through its range of career support schemes
the Trust continued with its aim of providing
funds to meet the training and career
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development needs of biomedical researchers.
The Trust’s four-year PhD programmes
underwent critical review by a specially
convened external Review Committee.
During the Review, the Committee noted that
the students were of high calibre and was
pleased to see evidence that the Trust’s
programmes are being used as a model 
for other four-year PhD programmes.
The principle of varied rotations during the
first year of study was commended, as was
the initiation of departmental collaborations
by some of the students. Consequently,
the Trust was delighted to approve the
recommendation that all 12 programmes be
awarded further funding for five years for five
students per annum from October 2004.

For individuals pursuing a clinical academic
research career, 19 Research Training
Fellowships and 19 Entry-level Training
Fellowships were funded and the Senior
Clinical Fellowships scheme saw two new and
three renewed Fellowships awarded during
the year. One award was made through the
Research Leave Awards for Clinical Academics
scheme and two Clinician Scientist
Fellowships were funded. For those following
a non-clinical scientist research path, 19 new
awards were made through the Research
Career Development Fellowship scheme,
10 Advanced Fellowship awards were
approved, seven new Senior Basic Fellowships
awarded and five such Fellowships renewed.

The most prestigious of the Trust’s career
support schemes is the Principal Research
Fellowship provided for both clinical and non-
clinical scientists. One new award was made
under this scheme, for research on the
psychological mechanisms in suicidal
behaviour.There was also a renewal of one
Principal Research Fellowship, for the study 
of the underlying pathological processes and
treatment of post-traumatic stress disorder
and social phobia.

Supporting the Trust’s aim to advance
knowledge to improve the understanding 
of human and animal biology, the Trust
implemented its decision to support a
Structural Genomics initiative by contributing
£18 million towards a £40 million consortium

with four Canadian funding agencies and
GlaxoSmithKline plc.This three-year initiative
will focus its efforts on determining the 
three-dimensional structure of more than 
350 proteins relevant to human health.
The Consortium’s goal is to encourage the
development of new and improved drugs 
and other healthcare products; it is the only
public-private partnership world-wide to
undertake such a targeted programme of
research. It will operate, under the direction
of Professor Aled Edwards, from research
laboratories at the Universities of Toronto and
Oxford, and collaborate with the European
Bioinformatics Institute, Hinxton.The protein
targets to be studied include those associated
with neurological disorders and cancer.

Also supporting this aim, a major study to
investigate ways of extending use of drug
therapies against HIV will be funded by 
the Trust, with a conditional award for 
£4.8 million.The ‘Spartac’ study, headed by
Professor Jonathan Weber at Imperial College
of Science Technology and Medicine, London,
and Professor Rodney Phillips at the
University of Oxford, will have centres in the
UK, Russia and South Africa. (‘Spartac’ stands
for Short Pulse Anti Retroviral Therapy At
sero-Conversion). It aims to treat people with
antiretrovirals in the first few weeks of
infection to test the concept that early
suppression of the virus might limit damage 
to the immune system, offering longer-term
benefits to the patient over later treatment.
The five-year trial will test a short-course of
12 weeks’ treatment, another of 48 weeks
and a third where there is no drug control.
Detailed immunological monitoring will give
insight into the status of the immune system
following treatment.

Contributing to a long-term and
vibrant research environment
The Trust continued to further its aim of
funding the resources necessary to underpin
research, including progressing its support for
the UK Biobank project.The Chief Executive,
Professor John Newton, was appointed
together with the Chairman of the project’s
Science Committee, Professor John Bell.The
decision was taken, following open
competition, to select the University of

Manchester to host the Co-ordinating 
Centre for the UK Biobank. Based at its new
Manchester headquarters, UK Biobank
Limited will have overall responsibility for
delivering this study of genes, environment
and health. It will also be responsible for 
co-ordinating the activities of six scientific
Regional Collaborating Centres which will
contribute to the design of the project and
will be responsible for participant recruitment
and initial data and sample collection.
The first draft of the UK Biobank Ethics 
and Governance Framework was also
published in September.The document will
govern the operations of this landmark
project and is expected to set new standards
of ethics and governance in UK science.

Through its continued funding of the 
Wellcome Trust Sanger Institute, the Trust is
also supporting the international HapMap
Project, which was formally launched in
October 2002.The HapMap will provide a
rich research tool for biomedicine, hugely
simplifying the work of researchers hunting
for the genes involved in health and disease
and in our responses to medicines and other
environmental factors.The output of the
project – a map of human genome variation
– will be freely available.The project is being
carried out by an international consortium
made up of researchers in Canada, China,
Japan, Nigeria, the UK and the USA.The UK
contribution to the project is provided by the
Trust through funding of Dr David Bentley
and colleagues at the Wellcome Trust Sanger
Institute and Professor Lon Cardon and
colleagues at the Wellcome Trust Centre for
Human Genetics, University of Oxford.

In order to give researchers the right
environment for their work, the Trust
continued to provide high-quality physical
resources in the form of state of the art
laboratories. A number of projects started in
previous years through the Joint Infrastructure
Fund (JIF) and the Science Research
Investment Fund (SRIF) came to fruition this
year, with their new or refurbished facilities
being unveiled.There were 17 such project
completions in total.They ranged from 
The Brookes Lawley Building at the Institute
of Cancer Research, opened by HRH The
Princess Royal in January, where research will

Review of activities (continued)
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be pursued to harness genomic information
from the Human Genome Project to advance
knowledge of the genetic causes of cancer,
to the Centre for Clinical Vaccinology and
Tropical Medicine at the University of Oxford.
This award funded a new building on the
Churchill Hospital site to house new tropical
medicine laboratories and much-needed
facilities for testing new vaccines.

The Tropical Medicine Programme awarded
£2.8 million to construct new laboratories for
the Trust-funded Kenya Programme (formerly
known as the ‘Kenya Unit’).The laboratories,
which have been designed to meet
international standards, will be sited near to
the local district hospital in Kilifi, on the coast
north of Mombasa.The research carried out
is focused primarily on diseases of the sick
child, particularly malaria, pneumococcal
disease, and other bacterial diseases.

During the year the Wellcome Trust’s History
of Medicine Programme made its first
Strategic and Enhancement Awards.These
schemes have been introduced to replace 
the old ‘Unit’ funding process with a view to
making core funding available to a wider
range of researchers in this area. Groups at
the Universities of Exeter and Warwick
received Strategic Awards, the former for
their studies on health, heredity and
environment 1850-2000, the latter for their
work on cultures and practices in health.
Enhancement Awards were made, to Oxford
Brookes University and to a collaborative
group at the Universities of Durham and
Newcastle upon Tyne.

Engaging with the public 
through informed dialogue
A £4 million funding scheme in the ethics of
biomedical research in developing countries
was launched at the beginning of the year.
Research in developing countries, particularly
when funded by more affluent countries, raises
difficult ethical questions for participants,
communities, researchers and research
funders.This scheme addresses these
questions by supporting research into the
social, ethical, legal and public policy issues 
of carrying out biomedical research in
developing countries. In addition, it aims to

address international research ethics issues 
by developing expertise and by making the
findings of the research useful for policy
makers and practitioners. Interest in the
scheme was very high following its launch, and
a number of good applications were received
during the second half of the year. It is hoped
that capacity can continue to be developed in
this important area over the next few years.

As part of its public engagement programme,
mentioned in the Chairman’s Statement, the
National Science Learning Centre competition
was launched in the year and the selection 
of the National Centre and eight of the nine
regional centres has now been made.
This initiative will create a national network 
to deliver high-quality continuing professional
development to science teachers and
technicians. As well as improving knowledge,
the scheme aims to reinvigorate teaching
skills, boost science literacy and increase the
understanding of science’s impact on society
among pupils.

Building on the successes of the Sciart and
Science on Stage & Screen awards schemes,
a £1 million science and art award scheme
was launched in the year to support and
encourage innovative arts projects
investigating biomedical science and its
cultural and social contexts. After almost 
a decade of the Trust’s work in bringing art
and science into closer proximity, it was
particularly gratifying this year to have
attracted such high quality applications from 
a range of scientists and artists, including
those of international calibre such as the
composer Sir John Tavener and the
performance artist Bobby Baker.

The Engaging Science programme, launched 
in the year under review, was also very
successful in attracting new audiences to 
the Trust’s public engagement programme.
Awards amounting to £1.5 million were made
during the year for diverse projects which
included the funding of youth performing arts
projects inspired by biomedical science, short
films on biomedical themes, science teachers
resource packs, science festivals, exhibitions,
science-based drama, and talks and
workshops on ethical issues related to
biomedicine.

Advancing the translation of Trust-
funded research into health benefits
The Wellcome Trust confirmed its
commitment to translating Wellcome Trust-
funded research into tangible health benefits
in its Corporate Plan, published in 2000.
A recent review of the Wellcome Trust’s
translation activities has presented an
opportunity to re-focus its technology
transfer activities and to integrate the
translation activities which had been carried
out by Catalyst BioMedica Limited for the
past four years, within the main body of the
Wellcome Trust. As a result, during the year
ended September 2003 the existing activities
of Catalyst BioMedica Limited were
transferred into the Trust’s new Technology
Transfer Division.Therefore Catalyst
BioMedica Limited ceased trading from 
30 September 2003.The new Technology
Transfer Division seeks to maximise the
impact of research innovations on healthcare
by facilitating the development of early-stage
projects to a point at which they can be
further developed by the commercial market.
By funding research that is ‘too early’ or 
‘too high risk’ for industry, the Technology
Transfer Division aims to bridge the gap
between fundamental research and
commercial application.

With this objective in mind two new schemes
were launched. University Translation Awards
offer applied research funds for researchers 
to manage with their own local university
technology transfer staff. Strategic Translation
Awards will fund applied research in areas
that the Trust has identified as being of
strategic importance, and which the new
Technology Transfer Division will help
researchers manage directly. Although the
new Division was only launched in 2003 it has
introduced new intellectual property grant
conditions, the first University and Strategic
Translation Awards have already been made
and the Trust is hopeful that the new schemes
will follow on the successes that have arisen
from the Development Fund managed by
Catalyst BioMedica Limited.
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Organisational Review
As mentioned in the Chairman’s Statement,
a major activity of the year was a strategic
review of all of the Trust’s activities in
response to the sustained downturn in the
financial markets of the last three years.The
result of the activity review is an agreed plan
that allows a viable continuation of the Trust’s
core key activities across the spectrum of its
interests, whilst giving the Trust the flexibility
to discontinue a handful of schemes that no
longer fit most closely with the Trust’s aims.
Key outcomes of the review were that Panel’s
budgets for programme and project grants
are scaled back for 2004, but will remain at a
viable level. Career schemes and international
funding remain a high priority, with funding
focused on core schemes. Planned
partnership activities continue as will the
Trust’s public engagement schemes, although
there will be some reduction in funds for
history of medicine and biomedical ethics.
In parallel to the activity review the Trust also
undertook a review of its operational costs,
made cuts to its operating budgets for 2003
and will be developing this further during 2004.

A key objective of these reviews was to
ensure that an ‘opportunities fund’ remained
available for the Trust to respond flexibly to
emerging and unforeseeable opportunities as
they arise.This was achieved so that of the
planned level of expenditure in 2004, of some
£400 million, around ten percent is available
for such ‘opportunities’ on top of the funds
allocated to be committed to new grants
under the on-going schemes outlined above.

Organisationally the major challenge during
2004 will be reorganising the Trust’s decision-
making processes and mechanisms to reflect
the strategy agreed in June 2003 of
restructuring our science funding programmes
into six thematic areas.This does not
represent any scaling back of the breadth of
biomedical sciences that the Trust supports,
but it will improve the Trust’s ability to identify
and build on its achievements and the
outcomes of the research in key broad areas
of science.

Financial Review

Income
Income for the year to 30 September 2003
was £274 million (2002: £306 million).This is
mainly investment income which is described
more fully on page 14. Other income in the
year of £12 million (2002: £9 million) includes
£4 million (2002: £nil) from the disposal of
scientific equipment.

Expenditure review 
In the year to 30 September 2003, the total
amount of resource expended during the
year by the Trust was £552 million (2002:
£585 million), a decrease of £33 million.
The reason for this was that over the last
three years the value of the Trust’s
investments has decreased and the Trust’s
financial framework model has likewise
allowed for a measured decrease in charitable
expenditure to reflect market conditions.
During the year the return from the
investment portfolio, net of costs of generating
funds, was £1,288 million.This was in excess
of the internal forecast used for planning
future Trust expenditure and was positive for
the first time since 2000.The Trust’s charitable
and other expenditure is analysed in figure 1
as a percentage of total resources expended.

In the year to 30 September 2003, grants
totalling £395 million were awarded (2002:
£419 million), as shown in figure 2.This was 
a decrease of 6%.

Of the total, £382 million was approved for
the support of biomedical science, compared
with £409 million in the previous year and
90% of this was to recipients in the United
Kingdom.The main areas of grant activity 
are discussed in the Review of Activities on
pages 9 to 11.

Previous decisions approved in principle
under the JIF and SRIF initiatives resulted in
grant commitments of £100 million (2002:
£70 million) being formally made.Total
commitments to date on these programmes
have been £417 million with the remainder of
£32 million expected to be committed in the
next financial year. Expenditure on the
synchrotron being constructed by Diamond
Light Source Limited (‘Diamond’) amounted
to £3 million.The first phase of the project is
expected to incur a further £29 million of
expenditure over the next five years.The
Trust allocated specific additional funds for
these projects some years ago and continues
to regard all this expenditure as a utilisation of
the substantial increase of its asset base in the
last decade. Other than the impact on the
overall level of investment values as cash is
expended, it does not affect the level of
planned expenditure on other activities.

Other infrastructure grants awarded include
the £10 million grant for the National Science
Learning Centre.
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The total grants awarded figure excludes
awards for approximately £9 million, which
are subject to various ethical and legal
conditions.These awards will be accounted
for in 2004 if the conditions are met,
including £4.8 million relating to the ‘Spartac’
programme which is a study to investigate
ways of optimising use of drug therapies
against HIV.

Grants awarded for the benefit of the history
of medicine, biomedical ethics and the public
engagement with science amounted to 
£13 million compared to £9 million last year.

Further details on the value of grants
awarded in the different Scientific Areas and
an analysis of grant awards by recipient are
shown in note 4 to the Financial Statements.

The number of grant awards made during the
year was 1,805 (2002: 2,172), a decrease of
16%, though at 4,312 applications (2002:
3,884), 11% more applications were received.

As a consequence of reduced grant activity
(see figure 2) and higher cash payments the
level of outstanding grant commitments has
slightly decreased. Figure 3 demonstrates the
cash outflow in respect of the Trust’s grant
liabilities.The graph shows that there 

has been a significant time lag between a
grant award and the subsequent claims for
the funds by institutions.

The amount of cash paid this year was lower
than had been anticipated; this is mainly
attributable to the continued significant delays
in the claims for JIF and SRIF grants.

Expenditure on the direct activities of the
Trust in 2003 was £78 million (2002:
£70 million), of which £62 million (2002:
£56 million) related to expenditure at the
Wellcome Trust Genome Campus, mainly on
the Wellcome Trust Sanger Institute.This level
of expenditure by the Institute is expected to
continue over the coming years.

The decrease in support costs to £40 million
(2002: £45 million), reflected the considerable
effort to reduce the cost base during the 
year, ensuring that support costs were 
reduced in line with the lower level of actual
and forecast direct activities.

Capital expenditure
Capital expenditure is incurred in two 
main areas:

• Buildings:The Trust is investing in two 
major building programmes that are
intended to support its own activities 
for much of this century.

A new office building, 215 Euston Road,
next to the existing Wellcome Building,
183 Euston Road, will consolidate existing
facilities on one site and release much of 
the Wellcome Building for public access.
215 Euston Road is due for occupation 
by mid 2004.

In addition expenditure of £20 million was
incurred at the Wellcome Trust Genome
Campus for the additional facilities being
constructed, which will provide an
additional 13,000 square metres of
research and support facilities for the
Wellcome Trust Sanger Institute from 2005.

215 Euston Road and the Wellcome Trust
Genome Campus buildings have now been
partly financed by low cost leasing
arrangements, under a total facility of 
£95 million.

• Research Facilities: Expenditure at the
Wellcome Trust Sanger Institute amounted
to £26 million as the Trust continues to
ensure that high quality IT facilities and
resources are available.

Investment costs
Costs of generating funds have fallen to 
£35 million (2002: £48 million) reflecting the
non-recurring nature of costs in 2002 mainly
relating to the disposal of shares in
GlaxoSmithKline plc and a reduction in
property costs.

Investment policy and review
The Trust manages its investments against 
a bespoke benchmark.This is periodically
reviewed by the Investment Committee using
a process which captures the risk, return and
correlation characteristics of different classes
and prescribes an ‘optimum’ portfolio which
has the best probability of meeting the
anticipated needs of the Trust.The asset
allocation comprises public equities (both UK
and international), fixed interest securities,
private equity funds, hedge funds and property.
The portfolio is summarised in figure 4 below.
This diversification is a key factor in managing
the inherent risk of investments.The benchmark
return is calculated by combining the market
returns for each class in which the Trust
invests in proportion to their weighting in the
asset allocation.

Securities management has been largely
outsourced, with external managers’
performance measured against agreed
benchmarks.The Trust currently allows its
discretionary managers to use derivatives
under certain prescribed conditions.This
includes the ability to tactically hedge the
foreign exchange exposure associated with
overseas assets back into sterling.The Trust
does not, however, passively hedge its total
overseas asset exposure back to sterling.

At all stages of the investment process,
the Trust investment team seeks appropriate
professional advice, either from the
Investment Committee or from 
external advisers.

Ethical and socially responsible investment issues
are incorporated within the overall investment
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objective. It is currently the policy of the
Trustee not to allow investment in companies
that derive material turnover or profit from
tobacco or tobacco related products.

During the course of the year, activity has
been relatively high, as the Trust continues 
to move to completely specialist manager
arrangements for quoted investments. In the
financial year, the appointments of five external
public equity managers were revoked, and five
new mandates were awarded.

Review of markets
During the course of the year, financial
markets continued their recent high volatility.
Global equity markets fell sharply as the build
up to the war with Iraq intensified, but then
rebounded, as the war drew to a close. In
contrast, fixed income markets which had
been performing strongly, reversed sharply,
as the global economy recovered and the
threat of deflation receded.

Overall, both global equities and fixed income
markets have provided positive returns for
the year under review which, together with
continued positive returns from commercial
property, has helped lift the investment asset
base of the Trust to £10.1 billion (2002:
£9.3 billion).

The Trust’s investment portfolio
Figure 4 shows the Trust’s investment asset
portfolio by investment classification. Further
details of this year’s figures are provided in
note 13 to the Financial Statements.

26% of the total portfolio is represented 
by European and North American quoted
stocks, shown within overseas equities in
figure 4 below.The exchange rates applied 
to euro and US dollar denominated stocks
within those regions were €1.43 and 
$1.66 respectively (2002: €1.59 and $1.57).

During the year, the euro appreciated against
the most major currencies, including sterling,
thereby enhancing the Trust’s returns from its
European investments.The depreciation of the
US dollar was outweighed by the increases in
US markets, which resulted in the Trust’s
returns from US investments showing overall
positive returns.

Investment income for the year to 
30 September 2003 was £262 million
compared to the previous year’s figure of
£297 million. Figure 5 shows the Trust’s total
investment income over the last five years.

In the calendar year 2002, the latest date
when confirmed comparative data is available,
the Trust’s portfolio actual return was negative
19.9%.The annualised return for the three
years to 31 December 2002 was negative 10%.

The Trust’s benchmark return was negative
18.5% for the calendar year 2002 and
negative 11.3% annualised for the three years
to 31 December 2002.

The relative under-performance of 1.4% for
the 2002 calendar year was driven by the
poor relative returns from the Trust’s holding
in GlaxoSmithKline plc.The longer term 
out-performance of 1.3% can be attributed 
to the strong positive returns from the 
Trust’s property portfolio and the good
performance from its portfolio of quoted
securities relative to benchmark.

Provisional indications are that the return 
on the portfolio during the calendar year
2003 was positive and broadly in line with 
its benchmark.

Auditors
Our auditors, PricewaterhouseCoopers LLP,
have indicated their willingness to continue 
in office.The Board of Governors confirmed
their reappointment on 11 February 2004.

This Trustee’s Report was approved by 
The Wellcome Trust Limited, as Trustee,
on 11 February 2004 and signed on its 
behalf by
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We have audited the Financial Statements
which comprise the Statement of Financial
Activities and the Balance Sheet of the Trust
and of the Group, the Cash Flow Statement 
of the Group and the related notes.

Respective responsibilities of the
Trustee and auditors
The Trustee’s responsibilities for preparing the
Annual Report and the Financial Statements
in accordance with applicable United Kingdom
law and accounting standards are set out in
the Statement of Trustee’s Responsibilities.

We have been appointed auditors under
section 43 of the Charities Act 1993 and
report in accordance with regulations 
made under section 44 of that Act.
Our responsibility is to audit the Financial
Statements in accordance with relevant legal
and regulatory requirements and United
Kingdom Auditing Standards issued by the
Auditing Practices Board.This opinion has
been prepared for and only for the charity’s
Trustee in accordance with paragraph 6(2) 
of the 1995 Regulations (as amended by the
2000 Regulations) made under Part VI,
Charities Act 1993 and for no other purpose.
We do not, in giving this opinion, accept or
assume any responsibility for any other
purpose or to any other person to whom this
report is shown or in to whose hands it may
come save where expressly agreed by our
prior consent in writing.

We report to you our opinion as to whether
the Financial Statements give a true and fair
view and are properly prepared in
accordance with the Charities Act 1993.
We also report to you if, in our opinion,
the Trustee’s Report is not consistent with 
the Financial Statements, if the charity has 
not kept proper accounting records or if we
have not received all the information and
explanations we require for our audit.

We read the other information contained in
the Annual Report and consider the
implications for our report if we become aware
of any apparent misstatements or material

inconsistencies with the Financial Statements.
The other information comprises only the
Trustee’s Report and the Chairman’s Statement.

Basis of audit opinion
We conducted our audit in accordance with
Auditing Standards issued by the Auditing
Practices Board. An audit includes
examination, on a test basis, of evidence
relevant to the amounts and disclosures in
the Financial Statements. It also includes an
assessment of the significant estimates and
judgements made by the Trustee in the
preparation of the Financial Statements,
and of whether the accounting policies are
appropriate to the charity’s circumstances,
consistently applied and adequately disclosed.

We planned and performed our audit so as
to obtain all the information and explanations
which we considered necessary in order to
provide us with sufficient evidence to give
reasonable assurance that the Financial
Statements are free from material
misstatement, whether caused by fraud or
other irregularity or error. In forming our
opinion we also evaluated the overall
adequacy of the presentation of information
in the Financial Statements.

Opinion
In our opinion the Financial Statements give 
a true and fair view of the state of affairs of
the Trust and the Group at 30 September
2003 and of the net outgoing resources of
the Trust and the Group and cash flows 
of the Group for the year then ended and
have been properly prepared in accordance
with the Charities Act 1993.

PricewaterhouseCoopers LLP
Chartered Accountants and Registered
Auditors 
London
11 February 2004

The Financial Statements are published on the Wellcome Trust website, www.wellcome.ac.uk, the maintenance and integrity of which is the responsibility of the Trust.The work
we carry out as auditors does not involve consideration of the maintenance and integrity of the website and accordingly we accept no responsibility for any changes that may
occur to the Financial Statements following their initial presentation on the website.Visitors to the website need to be aware that legislation in the United Kingdom governing
the preparation and dissemination of the Financial Statements may differ from legislation in other jurisdictions.
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Consolidated Statement of Financial Activities
for the year to 30 September 2003

Note 2003 2002
£m £m

Incoming resources
Investment income
Dividends and interest 2 217.4 254.2
Rental income 3 44.8 42.7

262.2 296.9

Other incoming resources
Grants receivable 4(a) 4.9 5.4 
Gains on disposal of fixed assets 4.2 –
Other income 3.1 3.9

Total incoming resources 274.4 306.2

Resources expended
Costs of generating funds 5 35.3 48.4

Charitable expenditure
Grants awarded 4(b) 395.0 418.6
Direct activities in furtherance of objects 6 77.9 70.0
Support costs 7 40.0 44.5
Administration costs 8 3.2 3.3

516.1 536.4

Interest payable on finance lease 0.1 –

Total resources expended 551.5 584.8

Net outgoing resources before gains/(losses) on investments (277.1) (278.6)

Gains/(losses) on investments
Quoted investments 13(a) 1,001.7 (2,316.5)
Unquoted investments 13(b) (8.2) (338.8)
Investment properties 13(c) 67.7 105.6 

1,061.2 (2,549.7)

Foreign exchange losses (8.2) (14.6)

Net movement in Fund 775.9 (2,842.9)
Fund at start of year 8,422.8 11,265.7

Fund at end of year 9,198.7 8,422.8

There are no other gains or losses apart from those recognised above. All income is derived from continuing
activities. All material funds are unrestricted.

16
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Consolidated Balance Sheet
as at 30 September 2003

THE WELLCOME TRUST ANNUAL REPORT AND FINANCIAL STATEMENTS 2003

Note 2003 2002
£m £m

Tangible fixed assets 12(a) 332.6 268.9

Investment assets
Quoted investments 13(a) 7,353.1 6,509.8
Unquoted investments 13(b) 1,435.2 1,134.9
Investment properties 13(c) 916.4 1,001.3
Other investment balances 13(d) 348.5 676.6

10,053.2 9,322.6

Current assets
Debtors 14 18.3 14.9
Term deposits and cash 13.7 18.9

32.0 33.8

Creditors falling due within one year 15 (734.2) (737.2)

Net current liabilities (702.2) (703.4)

Total assets less current liabilities 9,683.6 8,888.1

Creditors falling due after one year 15 (483.7) (464.5)

Provisions for liabilities and charges 16 (1.2) (0.8)

Net assets representing unrestricted funds 9,198.7 8,422.8

The Financial Statements were approved by The Wellcome Trust Limited, as Trustee, on 11 February 2004
and signed on its behalf by

17

Sir Dominic Cadbury Professor Sir Michael Rutter
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Statement of Financial Activities of the Trust
(excluding subsidiaries) for the year to 30 September 2003

Note 2003 2002
£m £m

Incoming resources
Investment income
Dividends and interest 2 217.3 254.0
Rental income 3 44.8 42.7

262.1 296.7

Other incoming resources
Grants receivable 4(a) 0.2 0.5
Other income 3.0 2.9

Total incoming resources 265.3 300.1

Resources expended
Costs of generating funds 5 35.3 48.4

Charitable expenditure
Grants awarded 4(b) 460.6 478.6
Direct activities in furtherance of objects 6 16.6 13.2
Support costs 7 32.2 37.6
Administration costs 8 3.2 3.3

512.6 532.7

Interest payable on finance lease 0.1 –

Total resources expended 548.0 581.1

Net outgoing resources before gains/(losses) on investments (282.7) (281.0)

Gains/(losses) on investments
Quoted investments 13(a) 996.1 (2,318.8)
Unquoted investments 13(b) (14.9) (337.1)
Investment properties 13(c) 67.7 105.6
Shares in subsidiary undertakings 13(e) 12.0 0.7

1,060.9 (2,549.6)

Foreign exchange losses (8.2) (14.6)

Net movement in Fund 770.0 (2,845.2)
Fund at start of year 8,332.7 11,177.9

Fund at end of year 9,102.7 8,332.7

There are no other gains or losses apart from those recognised above. All income is derived from continuing
activities. All material funds are unrestricted.

18
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Balance Sheet of the Trust
(excluding subsidiaries) as at 30 September 2003

THE WELLCOME TRUST ANNUAL REPORT AND FINANCIAL STATEMENTS 2003

Note 2003 2002
£m £m

Tangible fixed assets 12(b) 236.4 178.1

Investment assets
Quoted investments 13(a) 7,334.1 6,492.3
Unquoted investments 13(b) 1,288.4 1,004.4
Investment properties 13(c) 916.4 1,001.3
Other investment balances 13(d) 348.5 676.6
Shares in subsidiary and other undertakings 13(e)/(f) 166.6 149.2

10,054.0 9,323.8

Current assets
Debtors 14 9.0 13.7
Term deposits and cash 11.5 14.2

20.5 27.9

Creditors falling due within one year 15 (723.3) (731.8)

Net current liabilities (702.8) (703.9)

Total assets less current liabilities 9,587.6 8,798.0

Creditors falling due after one year 15 (483.7) (464.5)

Provisions for liabilities and charges 16 (1.2) (0.8)

Net assets representing unrestricted funds 9,102.7 8,332.7

The Financial Statements were approved by The Wellcome Trust Limited, as Trustee, on 11 February 2004
and signed on its behalf by

19

Sir Dominic Cadbury Professor Sir Michael Rutter
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Consolidated Cash Flow Statement
for the year to 30 September 2003

Note 2003 2002
£m £m

Net cash outflow from operating activities 20(a) (265.4) (174.5)

Capital expenditure and financial investment
Sales of investment assets 20(b) 6,395.4 8,051.1
Purchases of investment assets 20(b) (6,386.4) (7,728.5)
Futures contracts 13(a) 7.1 (161.6)
Purchases of tangible fixed assets (67.9) (48.8)
Sale of tangible fixed assets 4.6 0.3

Net cash (outflow)/inflow from capital
expenditure and investing activities (47.2) 112.5

Management of liquid resources
Decrease in deposits held by fund managers 20(c) 307.4 35.3
Decrease in term deposits 20(c) 1.5 35.9

Net cash inflow from management of liquid resources 308.9 71.2

(Decrease)/increase in cash for the year 20(c) (3.7) 9.2

20
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Notes to the Financial Statements
for the year to 30 September 2003

THE WELLCOME TRUST ANNUAL REPORT AND FINANCIAL STATEMENTS 2003

21

1. Accounting policies

(a) Basis of preparation and scope 
of the Financial Statements

The Financial Statements of the Wellcome
Trust (the ‘Trust’) and of the Trust and its
subsidiaries (the ‘Group’) have been prepared
in accordance with applicable UK accounting
standards. In particular they comply with 
the Charities Act 1993, the Statement 
of Recommended Practice (SORP)
‘Accounting and Reporting by Charities’
published in October 2000 and The Charities
(Accounts and Reports) Regulations 2000 in
all material respects.

The Trust’s subsidiaries are considered to 
be wholly-owned subsidiaries by virtue of
control by the Trust and their assets, liabilities
and results have therefore been consolidated
with those of the Trust, in accordance with
Financial Reporting Standard (FRS) 2 and 
the SORP.The financial year ends of the
subsidiaries coincide with that of the Trust
with the exception of one investment holding
company which, for commercial
considerations, has a different year end.
The results of this subsidiary have been
consolidated on the basis of unaudited
interim accounts.

The Financial Statements of the 
Group include:

• Consolidated Statement of 
Financial Activities;

• Consolidated Balance Sheet;

• Statement of Financial Activities of the Trust;

• Balance Sheet of the Trust;

• Consolidated Cash Flow Statement; and

• Notes to the Financial Statements.

(b) Accounting policies
Accounting policies have been reviewed in
accordance with FRS 18, but no changes are
considered necessary.

(c) Subsidiary undertakings
The Trust has two types of subsidiary:
charitable subsidiaries formed to pursue
charitable objects closely allied to those of 

the Trust and non-charitable subsidiaries
formed to hold investments and freehold
property on behalf of the Trust and to
protect the Trust’s rights in intellectual
property. Further detail on the Trust’s
subsidiaries is provided in note 19.

Subsidiaries formed to hold investments are
included in the Trust’s Balance Sheet at their
net asset value. All other subsidiaries are held
at cost less impairment.

(d) Historical cost convention
Except where otherwise stated, these
Financial Statements have been prepared
using the historical cost convention.

(e) Income 
Income is recognised on an accruals basis.
Dividends, including any tax recoverable,
are credited to income from the ex-dividend
date when they become receivable.

(f) Grants
Grants awarded to institutions outside the
Group are recognised as expenditure in the
year in which the grant is formally approved
by the Trust and communicated in writing to
the recipient, provided all conditions of award
have been met. Grants awarded to Group
companies are recognised as and when the
expenditure to which they relate is incurred,
in accordance with the terms of the grant.

Grants receivable are credited to the
Statement of Financial Activities when
conditions for receipt have been met 
or when they become receivable.

(g) Pension costs
During the year to 30 September 2002 
the Trust merged its two pension schemes.
A further scheme is operated by its subsidiary
Genome Research Limited. Benefits in all
schemes are based on final pensionable pay.
The assets of the schemes are held in funds
separate from those of the Group and
administered by their own trustees.

Contributions to the schemes are charged 
to the Statement of Financial Activities so 
as to spread the cost of pensions over
employees’ working lives.The contributions

are determined by a qualified actuary on 
the basis of triennial valuations (note 9(d)).

Provisions for unfunded defined benefit
pension benefits are charged to the
Statement of Financial Activities as they arise.

The transitional arrangements of accounting
standard FRS 17 require disclosure of assets
and liabilities as at the end of the financial
year (note 9(d)).

(h) Fund accounting
All the funds of the Group are unrestricted
funds with the exception of certain grants
receivable which are not considered material
to the Financial Statements of the Trust and
the Group.

(i) Tangible fixed assets
Land and buildings in use by the Group are
included in the Balance Sheet at cost less
accumulated depreciation. Freehold buildings
are depreciated at the rate of 2% per annum.
The costs of leasehold property are
depreciated over the term of the right of 
use, not exceeding 50 years.

Equipment, fixtures and fittings with an
acquisition cost of more than £1,000 are
stated at cost less accumulated depreciation.
Depreciation is calculated to write off the
cost of the assets in equal instalments over
their estimated useful lives. Plant and
machinery, fixtures and fittings are
depreciated over 5 years and computer
equipment over 3 years.

Historic assets, comprising substantial
collections of books, artefacts of scientific 
and historical interest and other museum
pieces, are not capitalised as, in the view 
of the Trustee, the cost of valuing the entire
collection would be onerous compared 
to the benefit.The acquisition cost is set 
out in note 6.

No depreciation is charged on assets in 
the course of construction.

(j) Leased assets
Where assets are financed by leasing
agreements that give rights approximating 
to ownership, the assets are treated as if they
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Notes to the Financial Statements
for the year to 30 September 2003 (continued)
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had been purchased outright.The amount
capitalised is the present value of the
minimum lease payments payable during 
the lease term.The corresponding lease
commitments are shown as obligations to 
the lessor. Interest is charged over the
duration of the lease in proportion to the
balance outstanding. Depreciation on the
relevant assets and interest are charged to
the Statement of Financial Activities.

All other leases are operating leases and the
annual rentals are charged to the Statement
of Financial Activities on a straight line basis
over the lease term.

(k) Quoted investments 
Quoted investments are stated at market
value at the balance sheet date. Realised and
unrealised gains less losses are credited to the
Statement of Financial Activities.

(l) Financial futures and options 
Futures contracts are considered to be 
part of the investment process.The use of
index futures comprises part of the Trust’s
portfolio management.

These contracts are not managed in 
isolation. Consequently, the use of futures 
is multifaceted, and includes:

• A substitution for trading of physical 
assets; and

• Adjusting asset exposures within the
parameters set in the investment policy.

Contracts are marked-to-market, with
consequent realised and unrealised gains and
losses being reflected in the Statement of
Financial Activities.

(m) Unquoted investments
Investments are valued at market value or at
the Trustee’s best estimate of market or fair
value.The principal unquoted valuations are
performed as follows:

• Unquoted Hedge Funds: valued by
reference to the market value of 
their underlying quoted securities.
These valuations are provided by the
Hedge Fund administrators; and

• Private Equity Funds: No readily identifiable
market price is available for private equity
funds.These funds are included at fair value
by reference to the most recent valuations
from the funds groups, which are mainly at
the balance sheet date. In a limited number
of cases where information is not available
as at 30 September, the most recent
valuations are adjusted for cash flows
between the most recent valuation and 
the balance sheet date.

Private equity managers generally hold their
underlying investments at cost, less any
provision for diminution in value.
Investments may be written up to a
valuation above cost if there is appropriate
external evidence, such as a further
independent round of financing at a higher
price, to support this. Any public stock in
the funds is held at market value less a
discount for illiquidity.

Realised and unrealised gains less losses are
credited to the Statement of Financial Activities.

(n) Investment properties 
Investment properties are included in the
Balance Sheet at open market value.
The valuations are established by professional
advisers; however, where properties are
acquired close to the balance sheet date,
valuations are made at cost, which the Trustee
considers to be a reasonable estimate of
market value. Realised and unrealised gains
less losses are credited to the Statement of
Financial Activities.

(o) Other investment balances
Cash balances, debtors and creditors arising
as part of the investment portfolio are
classified as other investment balances and
grouped together as part of investment
assets. Realised and unrealised gains less 
losses are credited to the Statement of
Financial Activities.

(p) Profits and losses on foreign
exchange

Monetary assets and liabilities denominated in
foreign currencies are translated into pounds
sterling at the rate ruling at the balance sheet
date. Income and expenditure items in foreign

currencies are translated at an average rate
for the appropriate period. All gains and
losses on exchange, realised and unrealised,
are reflected in the Statement of Financial
Activities. Gains and losses attributable to
foreign exchange movements on the
revaluation of investment assets are included
in investment gains and losses.

(q) Resources expended
The costs of generating funds and charitable
expenditure are charged to the relevant
category according to the area of Trust
activity to which the expenditure relates.
Where possible, expenditure incurred that
relates to more than one cost category is
apportioned.The method of apportionment
uses the most appropriate basis for each cost
type, the most common being by direct
analysis of the expenditure incurred.

(r) Irrecoverable VAT
Irrecoverable VAT is included within the
expenditure to which it relates.

1. Accounting policies (continued)
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THE WELLCOME TRUST ANNUAL REPORT AND FINANCIAL STATEMENTS 2003

2. Dividends and interest

Group Trust
2003 2002 2003 2002

£m £m £m £m

Dividends from UK equities 117.4 105.4 116.9 105.2
Dividends from overseas equities 54.7 56.7 54.7 56.4
Interest from UK fixed interest stocks 31.9 70.6 31.9 70.6
Interest from overseas fixed interest stocks 0.2 11.8 0.2 11.8
Income from unquoted investments 8.5 5.8 8.5 5.8
Income from investment subsidiaries – – 1.3 1.2
Bank interest 4.7 3.9 3.8 3.0

217.4 254.2 217.3 254.0

Included in the above figures for dividends from UK equities is approximately £5.3 million (2002: £9.7 million)
of tax recovered under the transitional relief rules relating to the abolition of advance corporation tax.

3. Rental income

Group and Trust
2003 2002

£m £m

Gross rental income 44.8 42.7

The property costs related to the rental income such as management fees and costs of renovation are
included in the costs of generating funds, under investment property costs as shown in note 5.

23
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Notes to the Financial Statements
for the year to 30 September 2003 (continued)

4. Grants

(a) Grants receivable
Grants receivable for the Group represents grants receivable of £0.2 million (2002: £0.5 million) by the Trust
from the Heritage Lottery Fund for part of the purchase price of the Crick Archives and grants of £4.7 million
(2002: £4.9 million) receivable by the Trust’s subsidiary Genome Research Limited.These amounts are
receivable from several funders, notably the Medical Research Council, the Biotechnology and Biological
Sciences Research Council and Cancer Research UK.These are subject to specific conditions imposed by 
the donors and, as such, are restricted in their use.

Group Trust
2003 2002 2003 2002

£m £m £m £m

Grants receivable 4.9 5.4 0.2 0.5

(b) Grants committed but not yet paid

Group Trust
2003 2002 2003 2002

£m £m £m £m

Commitments at 1 October 1,185.2 1,093.5 1,185.2 1,093.5
Grants awarded during the year 395.0 418.6 460.6 478.6
Grants paid during the year (412.0) (326.9) (477.6) (386.9)

Commitments at 30 September 1,168.2 1,185.2 1,168.2 1,185.2

of which
Falling due within one year (note 15) 706.1 720.7 706.1 720.7
Falling due after one year (note 15) 462.1 464.5 462.1 464.5

Commitments at 30 September 1,168.2 1,185.2 1,168.2 1,185.2

24
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THE WELLCOME TRUST ANNUAL REPORT AND FINANCIAL STATEMENTS 2003

(c) Grants awarded during the year are analysed by subject as follows

2003 2002 2003 2002
£m £m Number Number

Genetics 92.2 105.8 21 73
Career Support 76.3 86.2 470 464
Science Research Investment Fund 71.5 43.2 15 12
Neurosciences 32.6 30.3 105 125
Joint Infrastructure Fund 28.3 27.2 9 14
Infection and Immunity 27.3 27.1 104 123
Molecular and Cell 23.4 36.1 98 162
Physiology and Pharmacology 20.4 38.2 104 120
International 17.1 28.6 310 590
Other Infrastructure 15.0 1.1 7 4
Tropical Medicine and Infectious Diseases 14.4 15.3 77 104
Population Studies 9.7 14.9 60 82
Other 7.5 5.8 61 33
History of Medicine 6.8 5.9 156 152
Translation Activities 6.4 4.5 22 14
Public Engagement with Science 4.2 1.7 120 33
Equipment 3.3 6.8 20 27
Cardiovascular Initiatives 2.8 0.7 14 8
Biomedical Ethics 2.0 1.6 34 24
Collaborative Awards – 2.9 – 10

Supplementation of grants following nationally 15.2 4.9 – –
agreed salary increases

476.4 488.8 1,807 2,174

Less: grants awarded in previous years no longer required (15.8) (10.3) – –

Grants awarded by the Trust 460.6 478.5 1,807 2,174

Less: grants to subsidiaries (65.6) (59.9) (2) (2)

Grants awarded by the Group 395.0 418.6 1,805 2,172

25
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Notes to the Financial Statements
for the year to 30 September 2003 (continued)

4. Grants (continued)

(d) Grants awarded during the year analysed by recipient
Grants are generally awarded in support of biomedical research to particular individuals, although the award is
normally made to the host institution. Small grants may be awarded directly to individuals for the purpose of
travel and for the public engagement with science. Grants awarded during the year are analysed by recipient
as follows:

2003 2002 2003 2002
£m £m Number Number

University College London 42.1 46.2 125 176
University of Oxford 33.6 52.4 160 184
University of Cambridge 29.6 32.5 109 120
King’s College London 29.2 15.9 73 54
Imperial College of Science,Technology and Medicine 25.9 25.2 96 103
University of Glasgow 19.8 10.5 62 53
University of Edinburgh 19.1 36.3 86 84
Structural Genome Consortium 18.0 – 1 –
University of Manchester Institute of Science and Technology 15.7 1.1 7 9
University of Sheffield 12.9 4.4 15 18
University of Leeds 12.6 3.7 25 38
University of York 11.1 5.1 12 11
University of Dundee 9.0 17.5 28 40
University of Bristol 6.2 9.6 46 52
University of Manchester 6.1 11.7 52 72
University of Newcastle upon Tyne 5.6 6.7 34 37
University of East Anglia 5.6 2.1 10 11
Cardiff University 5.6 1.4 6 12
London School of Hygiene and Tropical Medicine 4.3 8.5 37 37
University of Birmingham 4.3 6.3 20 25
University of Liverpool 4.2 11.9 38 50
Medical Research Council 3.0 1.6 16 10
Kenya Medical Research Institute, Kenya 2.9 0.2 2 3
University of Leicester 2.5 14.0 21 32
University of Warwick 2.4 1.3 16 13
Africa Centre for Health and Population Studies, South Africa 2.2 6.5 7 16
University of Nottingham 2.2 2.9 17 23
Queen Mary and Westfield College 2.2 0.9 10 11
City University, London 1.9 0.2 2 2
University of Southampton 1.8 1.8 16 16
University of Aberdeen 1.8 2.9 17 15
University of Wales College of Medicine 1.6 3.1 15 18
University of Bath 1.5 2.2 11 15
University of Kent 1.5 0.8 3 6

Balance carried forward 348.0 347.4 1,195 1,366
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THE WELLCOME TRUST ANNUAL REPORT AND FINANCIAL STATEMENTS 2003

(d) Grants awarded during the year analysed by recipient (continued)

2003 2002 2003 2002
£m £m Number Number

Balance brought forward 348.0 347.4 1,195 1,366
University of Cape Town, South Africa 1.4 0.7 6 5
Queens University Belfast 1.4 0.5 10 8
Hungarian Academy of Sciences, Hungary 1.2 0.9 2 3
St George’s Hospital Medical School 1.1 4.3 15 18
University of Durham 1.1 1.0 8 9
Birkbeck College London 1.1 2.1 5 4
University of Wales, Bangor 1.0 0.2 5 2
University of Tartu, Estonia 1.0 – 2 –
University of Reading 1.0 0.4 6 2
University of Exeter 1.0 3.5 4 13
University of Witwatersrand, South Africa 0.9 0.1 2 1
University of St Andrews 0.8 1.4 5 8
University of Strathclyde 0.8 0.4 4 4
Royal Veterinary College 0.8 0.5 9 9
National Centre of Biological Science, India 0.7 0.9 8 4
University of Aston 0.7 – 6 –

364.0 364.3 1,292 1,456

Grants to other institutions (including supplementations) 46.5 63.8 411 448
Grants to subsidiaries 65.6 59.9 2 2
Grants to individuals 0.3 0.8 102 268

476.4 488.8 1,807 2,174

Less: grants awarded in previous years no longer required (15.8) (10.3) – –

Grants awarded by the Trust 460.6 478.5 1,807 2,174

Less: grants to subsidiaries (65.6) (59.9) (2) (2)

Grants awarded by the Group 395.0 418.6 1,805 2,172

of which
United Kingdom 372.5 388.6 1,603 1,914
International 22.5 30.0 202 258

Grants awarded by the Group 395.0 418.6 1,805 2,172

Further details of grants awarded by the Trust are published on the Trust’s website, at the address given on 
the last page.

The following Governors during the year had paid appointments with institutions which were in receipt 
of grants:

Professor Adrian Bird – University of Edinburgh
Professor Martin Bobrow – University of Cambridge
Professor Christopher Edwards – University of Newcastle upon Tyne (Vice Chancellor)
Professor Julian Jack – University of Oxford
Professor Sir Michael Rutter – Institute of Psychiatry, King’s College London
Professor Jean Thomas – University of Cambridge
Professor Mark Walport – Imperial College of Science,Technology and Medicine
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Notes to the Financial Statements
for the year to 30 September 2003 (continued)

5. Costs of generating funds
The costs of generating funds primarily represents costs incurred, both internally and externally, in managing
the Trust’s investment portfolio.

Group and Trust
2003 2002

£m £m

Employment costs 2.0 1.9
Accommodation costs 0.6 0.6
Equity costs 3.9 9.4
Equity management fees 18.8 20.2
Investment property costs 6.1 10.8
Property management fees 1.6 1.8
Other costs 2.3 3.7

35.3 48.4

6. Direct activities in furtherance of objects
Direct activities comprise expenditure, other than grants, incurred on activities undertaken directly by the Trust
and its charitable subsidiaries in pursuit of their charitable objects.

Group Trust
2003 2002 2003 2002

£m £m £m £m

Wellcome Trust Genome Campus 62.1 56.4 – –
Wellcome Library 4.9 5.4 4.9 5.4
Public engagement with science 3.4 2.6 3.4 2.6
Diamond Light Source Limited 3.0 0.6 3.0 0.6
Other direct activities 4.5 5.0 5.3 4.6

77.9 70.0 16.6 13.2

The Wellcome Trust Genome Campus comprises the Wellcome Trust Sanger Institute and conference facilities
at Hinxton, Cambridgeshire, run by the Trust’s subsidiaries, Genome Research Limited and Hinxton Hall
Limited, respectively.

Historic assets acquired in the year included within Wellcome Library amounted to £1.2 million 
(2002: £1.9 million).

The Trust is receiving equity in Diamond Light Source Limited in return for payments being made to support
the development of a synchrotron. See note 13(f).These amounts are being written off as incurred.
The Trust’s commitments to the synchrotron project are detailed in note 17.

Included within the other direct activities of the Trust for 2003 are £1.3 million (2002: £1.4 million) of fees
payable to the Trust’s subsidiary, Catalyst BioMedica Limited.
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THE WELLCOME TRUST ANNUAL REPORT AND FINANCIAL STATEMENTS 2003

7. Support costs
Support costs are those incurred in supporting direct activities and the awarding and payment of grants,
including the receipt of applications and the review and control of expenditure.

Group Trust
2003 2002 2003 2002

£m £m £m £m

Employment costs 20.9 20.4 16.8 16.5
Office expenses 7.7 9.0 5.6 7.1
Accommodation costs 3.8 5.7 2.3 4.8
Professional and consultancy fees 2.6 4.0 2.6 4.0
Depreciation 4.5 4.9 4.4 4.7
Expenses of committees 0.5 0.5 0.5 0.5

40.0 44.5 32.2 37.6

8. Administration costs
Administration costs are those incurred in connection with the administration and management of the charity
and include the costs of the Trustee.

Group Trust
2003 2002 2003 2002

£m £m £m £m

Trustee fees and expenses 0.9 1.0 0.9 1.0
Employment costs 1.4 1.5 1.4 1.5
Office expenses 0.5 0.4 0.5 0.4
Professional fees 0.2 0.2 0.2 0.2
Auditors’ remuneration 0.2 0.2 0.2 0.2

3.2 3.3 3.2 3.3

The total audit fee, excluding VAT, for the Group for the year was £161,000 (2002: £177,000).

During 2003 fees, excluding VAT, amounting to £111,000 (2002: £164,000), principally in respect of accounting
and personnel advice, taxation services and training, were paid to PricewaterhouseCoopers LLP, in addition to
their remuneration as the auditors of the Group.
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Notes to the Financial Statements
for the year to 30 September 2003 (continued)

9. Employee information

(a) Staff costs

Group Trust
2003 2002 2003 2002

£m £m £m £m

Salaries and benefits in kind 33.7 31.3 19.1 18.2
Social Security costs 2.7 2.4 1.7 1.5
Pension, death and disability benefits 7.5 7.2 4.4 4.5

43.9 40.9 25.2 24.2

The above costs include £298,000 (2002: £368,000) paid as compensation for loss of office to seven
employees in the year to 30 September 2003 (2002: four).

Staff costs are allocated according to the activities of the staff and are therefore included in Costs of
generating funds (note 5), Direct activities (note 6), Support costs (note 7) and Administration costs (note 8).

(b) Average number of employees in the year

2003 2002

Trust 570 542
Subsidiaries 657 609

Total for the Group 1,227 1,151

Analysed by

Investments 21 19
Direct activities 744 686
Support 444 430
Administration 18 16

Total for the Group 1,227 1,151

30

16233 WellcomeAW 17-02  27/2/04  10:29 am  Page 30



THE WELLCOME TRUST ANNUAL REPORT AND FINANCIAL STATEMENTS 2003

(c) Emoluments of employees
The numbers of employees of the Group whose emoluments (salaries and benefits in kind, excluding pension
contributions and compensation for loss of office) fell within the following bands were:

2003 2002

£50,001 – £60,000 22 27
£60,001 – £70,000 23 23
£70,001 – £80,000 7 8
£80,001 – £90,000 5 4
£90,001 – £100,000 3 4

£100,001 – £110,000 7 1
£110,001 – £120,000 1 3
£120,001 – £130,000 – 2
£130,001 – £140,000 1 –
£140,001 – £150,000 2 1
£150,001 – £160,000 2 1
£170,001 – £180,000 1 1
£200,001 – £210,000 1 –
£240,001 – £250,000 – 1
£250,001 – £260,000 1 –
£360,001 – £370,000 – 1

The Financial Statements for the year ended 30 September 2002 did not include Genome Research Limited
staff in the equivalent table above. 13 Genome Research Limited staff with emoluments over £50,000 have
been included in 2003 and the comparative has been restated (12 Genome Research Limited staff with
emoluments over £50,000).

Pension benefits have been accruing under defined benefit schemes for all of the Group’s employees included
in the above bandings.
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Notes to the Financial Statements
for the year to 30 September 2003 (continued)

9. Employee information (continued)

(d) Pension schemes
i) The Group sponsors two funded defined benefit schemes, namely the Wellcome Trust Pension Plan 

and the Genome Research Limited Pension Plan.The Trust previously sponsored (until 1 January 2002) 
the Wellcome Trust Management Pension Scheme but all assets and liabilities of this scheme were
transferred to the Wellcome Trust Pension Plan with effect from 1 January 2002.

In addition, the Trust provides unfunded defined benefit pension benefits to eleven (2002: ten) employees
and former employees.The unfunded arrangement provides pension benefits for these employees as if they
were not affected by the earnings cap.This is provided by enhancing benefits through the Wellcome Trust
Pension Plan and through additional unapproved pension payments.

The contributions made by the employer over the financial year in respect of each scheme were as follows:

2003 2002
£m £m

Wellcome Trust Pension Plan 3.8 3.9
Wellcome Trust Management Pension Scheme – 0.1
Genome Research Limited Pension Plan 3.0 2.7

The merged Wellcome Trust Pension Plan was last assessed by independent consulting actuaries as at 
1 January 2002 using the projected unit credit method.The actuaries reported that the valuation disclosed a
deficit of £2,168,000. On the basis of the actuarial report, the funding rate will be 20.5% of pensionable pay
plus insurance premiums for death-in-service benefits from 1 October 2002 (with the exception of fixed-
term contract employees in respect of whom the employer contributions will remain at 4% of pensionable
pay plus insurance premiums for death-in-service benefits).The net assets of the scheme at 1 January 2002
amounted to £37.8 million, which was equal to 95% of the assessed value of the liabilities.The next actuarial
assessment is due as at 1 January 2005.

The Genome Research Limited Pension Plan was last assessed by independent consulting actuaries as at 
1 January 2002 using the projected unit credit method.The actuaries reported that the valuation disclosed 
a deficit of £716,000 to be carried forward. On the basis of the actuarial report, the funding rate will be
20% of pensionable pay plus insurance premiums for death-in-service benefits and the expenses of running
the scheme.The net assets of the scheme at 1 January 2002 amounted to £10.1 million, which was equal to
93% of the assessed value of the liabilities.The next actuarial assessment is due as at 1 January 2005.

The following principal actuarial assumptions were used in both actuarial reports:

Future investment returns 6.0% per annum
Future salary increases 4.5% per annum
Future pension increases (5.0% per annum or RPI if less) 2.5% per annum
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ii) The transitional arrangements of the new accounting standard FRS 17 require disclosure of assets and
liabilities as at 30 September 2003 calculated in accordance with the requirements of FRS 17.They also
require disclosure of the items which would appear in the Statement of Financial Activities if the full
requirements of FRS 17 were in place. For the purpose of these Financial Statements, all of these figures 
are illustrative only and do not impact on the actual 30 September 2003 Balance Sheet or on the 2003
Statement of Financial Activities.To produce these statements, the most recent actuarial valuation has been
updated by an independent qualified actuary.

The assets of the scheme have been taken at market value and the liabilities have been calculated using the
following principal actuarial assumptions:

30 September 2003 30 September 2002

Inflation 2.75% p.a. 2.25% p.a.
Salary increases 4.50% p.a. 4.00% p.a.
Rate of discount 5.50% p.a. 5.50% p.a.
Future pension increases (5.00% per annum or RPI if less) 2.75% p.a. 2.25% p.a.
Revaluation rate for deferred pensioners as guaranteed as guaranteed

Illustrative Balance Sheet figures
The illustrative Balance Sheet figures for each scheme at 30 September 2003 are as follows:

Assets Liabilities Surplus/(deficit)
2003 2002 2003 2002 2003 2002

£m £m £m £m £m £m

Wellcome Trust Pension Plan 39.3 31.9 57.2 48.2 (17.9) (16.3)
Genome Research Limited Pension Plan 13.5 9.0 20.2 14.0 (6.7) (5.0)
Unfunded liabilities – – 1.4 0.8 (1.4) (0.8)

52.8 40.9 78.8 63.0 (26.0) (22.1)

Assets

Equities Bonds Cash
2003 2002 2003 2002 2003 2002

£m £m £m £m £m £m

Wellcome Trust Pension Plan 30.4 21.4 8.5 8.5 0.4 2.0
Genome Research Limited Pension Plan 12.2 7.7 1.1 1.1 0.2 0.2

42.6 29.1 9.6 9.6 0.6 2.2

Expected long term rate of return

30 September 2003 30 September 2002

Equities 8.0% 8.0%
Bonds 4.5% 4.5%
Cash 3.5% 4.0%
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Notes to the Financial Statements
for the year to 30 September 2003 (continued)

9. Employee information (continued)

Illustrative charge to the Statement of Financial Activities over the financial year

2003 2002
£m £m

Operating charge
Current service cost 7.0 5.9
Past service cost 0.2 0.2

7.2 6.1
Other finance income
Expected return on pension scheme assets (3.0) (3.3)
Interest on pension scheme liabilities 3.5 2.8

Net return 0.5 (0.5)

Total charge to the Statement of Financial Activities 7.7 5.6

Illustrative gains and losses which would be included within the 
Statement of Financial Activities

2003 2002

Difference between expected and actual return on assets £3.1m (£10.3m)

Percentage of scheme assets at 30 September 6% 25%

Experience gains and losses arising on the scheme liabilities (£0.8m) (£3.6m)

Percentage of the present value of the scheme liabilities at 30 September 1% 6%

Effects of changes in the demographic and financial assumptions underlying (£5.3m) (£6.3m)
the present value of the scheme liabilities

Percentage of the present value of the scheme liabilities at 30 September 7% 10%

Total (£3.0m) (£20.2m)

Percentage of the present value of the scheme liabilities at 30 September 4% 32%
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Movement in illustrative Balance Sheet deficit figures during the year

2003 2002
£m £m

Deficit in schemes at 1 October (22.1) (3.0)

Movement in year:
Current service cost (7.0) (5.9)
Past service cost (0.2) (0.2)
Net interest / return on assets (0.5) 0.5
Contributions 6.8 6.7
Actuarial loss (3.0) (20.2)

Deficit in schemes at 30 September (26.0) (22.1)

Illustrative net asset figures

2003 2002
£m £m

Net assets excluding SSAP24 liability 9,199.9 8,422.0
FRS 17 pension liability (26.0) (22.1)

Net assets including FRS 17 liability 9,173.9 8,399.9

The actuary to each of the pension arrangements has confirmed that the valuations made above under the
requirements of FRS 17 do not indicate that there is an immediate funding requirement or that there is any
need to change the current funding rates made by the employers to the relevant pension scheme.
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Notes to the Financial Statements
for the year to 30 September 2003 (continued)

10. Remuneration of Governors
The Governors are the directors of The Wellcome Trust Limited (the ‘Trustee’).They receive remuneration
from that company, which has been charged to the Trust, as follows:

2003 2002
£ £

Current Governors
Sir Dominic Cadbury (Chairman) 149,398 143,415
Professor Sir Michael Rutter (Deputy Chairman) 91,437 89,322
Professor Adrian Bird 60,958 59,548
Professor Martin Bobrow 60,958 59,548
Professor Christopher Edwards 60,958 59,548
Mr Alastair Ross Goobey 60,958 44,417
Professor Julian Jack 60,958 59,548
Professor Jean Thomas 60,958 59,548
Mr Edward Walker-Arnott 60,958 59,548

Former Governor
Professor Mark Walport (resigned 24 January 2003) 20,093 59,548

Total remuneration 687,634 693,990

Included in the remuneration of the Chairman is £27,482 (2002: £24,319) of estimated benefits in kind
relating to travel costs. No other benefits or pension contributions are paid in respect of the other Governors.

During the year expenses in respect of travel, subsistence, telephone and other expenses in the course of
their duties were incurred by the Governors which amounted to £26,768 (2002: £47,600), of which £23,613
(2002: £44,500) was paid directly by the Trust and £3,155 (2002: £3,100) was paid by the Governors and
directly reimbursed to them.

The Governors were included in the Directors’ and Officers’ liability insurance in the year to 30 September
2003 which cost in total £39,769 (2002: £36,045).

All costs incurred by the Trustee are reimbursed by the Trust and are included in the Trustee fees and
expenses included in Administration costs (note 8).
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Under the Constitution of the Trust, the Governors are entitled to receive remuneration from the Trustee 
at the rate of £57,100 per annum, adjusted with effect from 1 April each year by an amount equal to the
percentage increase recommended by the Review Body on Senior Salaries in respect of the minima and
maxima of the salary pay bands of the Senior Civil Service.The recommended percentage increase for the
twelve months beginning 1 April 2003 was 2.25% (2002: 2.50%).

By an Order of the Charity Commission in March 2001, the remuneration of the current Chairman was set 
at two times the level of a Governor and that of the current Deputy Chairman was set at 1.5 times the level 
of a Governor.

The following table summarises the remuneration, excluding estimated benefits in kind, for the periods
covered by these Financial Statements.

12 months 12 months 12 months
beginning beginning beginning

1 April 2003 1 April 2002 1 April 2001
£ £ £

Chairman 123,272 120,560 117,626
Deputy Chairman 92,454 90,420 88,220
Governor 61,636 60,280 58,813

11.Taxation
The Trust, Genome Research Limited and Hinxton Hall Limited are all registered under the Charities Act.
Their income and gains are applied for charitable purposes and are mainly exempt from direct UK tax.
Catalyst BioMedica Limited and W.T. Construction Limited are non-charitable subsidiaries and subject to 
UK corporation tax. Catalyst BioMedica Limited made an operating profit of £0.2 million in the year to 
30 September 2003 (2002: £nil), but had no taxable profit due to a gift aid remittance to the Trust.
W.T. Construction Limited made an operating profit of £0.3 million (2002: £0.3 million), but had no taxable
profit due to a gift aid remittance to the Trust.

The estimated cost of irrecoverable Value Added Tax suffered by the Group in the year was in excess of 
£5.4 million (2002: £6 million).
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Notes to the Financial Statements
for the year to 30 September 2003 (continued)

12. Fixed assets

(a) Tangible Fixed Assets: Group
Equipment, Assets in

Land and fixtures course of
buildings and fittings construction Total

£m £m £m £m

Cost as at 1 October 2002 223.0 93.0 45.2 361.2
Additions during year 3.3 24.6 61.7 89.6
Disposals during year – (25.1) – (25.1)

Cost as at 30 September 2003 226.3 92.5 106.9 425.7

Depreciation as at 1 October 2002 27.5 64.8 – 92.3
Net charge for the year 5.3 20.1 – 25.4
Disposals – (24.6) – (24.6)

Depreciation as at 30 September 2003 32.8 60.3 – 93.1

Net book value as at 30 September 2003 193.5 32.2 106.9 332.6

Net book value as at 30 September 2002 195.5 28.2 45.2 268.9

Analysis of Freehold and Leased Assets
2003 2002

Assets in Assets in 
Land and course of Land and course of 
buildings construction buildings construction

£m £m £m £m

Freehold 224.1 85.2 220.8 45.2
Long leasehold 2.2 – 2.2 –
Finance leased – 21.7 – –

Cost as at 30 September 226.3 106.9 223.0 45.2

2003 2002
Land and Land and 
buildings buildings

£m £m

Freehold 32.0 26.9
Long leasehold 0.8 0.6
Finance leased – –

Depreciation as at 30 September 32.8 27.5

During the year all assets held under finance leases were assets in the course of construction, therefore 
no depreciation has been charged.
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(b) Tangible Fixed Assets:Trust
Equipment, Assets in

Land and fixtures course of
buildings and fittings construction Total

£m £m £m £m

Cost as at 1 October 2002 147.8 18.5 46.2 212.5
Additions during year – 0.5 62.2 62.7

Cost as at 30 September 2003 147.8 19.0 108.4 275.2

Depreciation as at 1 October 2002 19.5 14.9 – 34.4
Net charge for the year 2.1 2.3 – 4.4

Depreciation as at 30 September 2003 21.6 17.2 – 38.8

Net book value as at 30 September 2003 126.2 1.8 108.4 236.4 

Net book value as at 30 September 2002 128.3 3.6 46.2 178.1

Analysis of Freehold and Leased Assets
2003 2002

Assets in Assets in 
Land and course of Land and course of 
buildings construction buildings construction

£m £m £m £m

Freehold 145.6 86.7 145.6 46.2
Long leasehold 2.2 – 2.2 –
Finance leased – 21.7 – –

Cost as at 30 September 147.8 108.4 147.8 46.2

2003 2002
Land and Land and 
buildings buildings

£m £m

Freehold 20.8 18.9
Long leasehold 0.8 0.6
Finance leased – –

Depreciation as at 30 September 21.6 19.5

During the year all assets held under finance leases were assets in the course of construction, therefore 
no depreciation has been charged.
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for the year to 30 September 2003 (continued)

13. Investments

(a) Quoted investments
Market Value Sales Gains/ Market Value

1.10.02 Purchases Proceeds (Losses) 30.09.03
£m £m £m £m £m

Group

Equities
UK 2,962.4 1,659.5 1,505.4 337.2 3,453.7
Europe 1,028.8 1,262.8 1,241.9 241.7 1,291.4
North America 1,080.5 911.5 1,004.6 209.7 1,197.1
Japan 336.0 210.3 171.5 28.2 403.0
Far East 276.9 322.3 303.8 76.7 372.1
Australasia 78.9 100.0 104.2 20.9 95.6
Latin America 36.5 23.9 25.0 22.0 57.4
Other 187.0 47.7 54.7 60.5 240.5

Fixed Interest
UK 506.3 1,329.9 1,605.2 (6.0) 225.0
Overseas 16.5 38.4 41.3 3.7 17.3

Futures Contracts – – – 7.1 –

Total Quoted 6,509.8 5,906.3 6,057.6 1,001.7 7,353.1

The above figures refer to consolidated quoted investments.The book cost of these quoted investments 
is £6,987.4 million (2002: £7,544.8 million). In the consolidated Statement of Financial Activities realised losses
in the year amounted to £413.6 million (2002: £711.2 million).

The Trust’s Balance Sheet includes in ‘shares in subsidiary and other undertakings’ the market value of
investments held by subsidiary undertakings which amounted to £19.0 million (2002: £17.5 million).
The Trust’s Statement of Financial Activities includes the gain on investments held by subsidiary undertakings 
of £5.6 million (2002: £2.3 million).

Futures were mainly used in the years under review due to the completion of the portfolio rebalancing
exercise arising from the disposal of a substantial proportion of the Trust’s holding in GlaxoSmithKline plc 
in November 2001.

As at 30 September 2003 open futures positions, held by the Trust’s external discretionary managers,
amounted to £3.2 million (2002: £354.4 million).There was no outstanding position with respect to the
GlaxoSmithKline plc disposal above at 30 September 2003.

40

16233 WellcomeAW 17-02  27/2/04  10:29 am  Page 40



THE WELLCOME TRUST ANNUAL REPORT AND FINANCIAL STATEMENTS 2003

(b) Unquoted investments
Valuation Sales Gains/ Valuation

1.10.02 Purchases Proceeds (Losses) 30.09.03
£m £m £m £m £m

Group

Equities
UK 157.1 59.5 15.6 (12.6) 188.4
Europe 68.1 55.8 6.7 (1.9) 115.3
North America 713.5 191.0 109.1 (0.6) 794.8
Other 196.2 174.7 41.1 6.9 336.7

Total Unquoted 1,134.9 481.0 172.5 (8.2) 1,435.2

Investments with a valuation of £4.3 million at 1 October 2002 have been reanalysed from Europe to UK
unquoted investments.

The above figures refer to consolidated unquoted investments.The book cost of these unquoted investments
is £1,795.2 million (2002: £1,507.1 million). In the consolidated Statement of Financial Activities realised losses
in the year amounted to £20.3 million (2002: £42.9 million gain).

The Trust’s Balance Sheet includes in ‘shares in subsidiary and other undertakings’ the valuation of investments
held by unquoted subsidiary undertakings which amounted to £146.8 million (2002: £130.6 million).
The Trust’s Statement of Financial Activities includes the gain on unquoted investments held by subsidiary
undertakings of £6.7 million (2002: £1.7 million loss).

Future commitments with respect to private equity investments are disclosed in note 17.

(c) Investment properties
Group and Trust

£m

Valuation as at 1 October 2002 1,001.3
Purchases during year 5.5
Sales proceeds (158.1)
Gains arising from disposal and revaluation 67.7

Valuation as at 30 September 2003 916.4

Cost as at 30 September 2003 478.6

Cost as at 30 September 2002 602.6

Investment properties have been valued at open market value in accordance with the Valuation and Appraisal
Manual of the Royal Institute of Chartered Surveyors, subject to the restrictions detailed below.The valuations
were carried out by Gerald Eve, FPD Savills and CB Richard Ellis.

However, with regard to the South Kensington Estate and Ennismore Gardens, while Gerald Eve have been
instructed to value the Trust’s freehold interests at 30 September 2003, and at the end of the previous five
years, it was not practical for them to carry out inspections of all the properties at that date and they have
reported their opinion of value as at 30 September 2003 on a restricted basis.They have reported their
opinion of the aggregate values of the Trust’s interests in the individual buildings on the Ennismore Garden 
and South Kensington Estates, excluding the part known as the Knightsbridge Estate. At the date of valuation,
the Knightsbridge Estate was under contract for sale and was valued according to the terms of the sale which
was completed in October 2003.

Realised gains in the year amounted to £32.0 million (2002: £22.9 million).

All investment properties are located in the UK.
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for the year to 30 September 2003 (continued)

13. Investments (continued)

(d) Other investment balances

Group and Trust
2003 2002

£m £m

Investment cash balances and certificates of deposit 363.3 670.7
Accrued income from investments 31.3 37.4
Proceeds receivable on sale of investments 29.3 36.5
Other investment debtor balances 11.2 12.6
Amounts payable on acquisition of investments (67.8) (61.4)
Deferred income from investments (7.4) (9.5)
Other investment creditor balances (11.4) (9.7)

348.5 676.6

(e) Shares in subsidiary undertakings
Trust

£m

Valuation as at 1 October 2002 149.2
Additions during year 64.8
Disposals during year (59.4)
Realised losses (7.2)
Gain arising on revaluation 19.2

Valuation as at 30 September 2003 166.6

Cost as at 30 September 2003 151.6

Cost as at 30 September 2002 153.4

Further details of subsidiary undertakings are provided in note 19.

(f) Other undertakings
Trust

£m

Net book value as at 1 October 2002 –
Additions during year 3.0
Write down (3.0)

Net book value as at 30 September 2003 –

Other undertakings represents a 14% equity interest in Diamond Light Source Limited, a company established
to construct and operate a synchrotron. Under the shareholding agreement there is no intrinsic value in the
equity and the cost has therefore been fully written down and reflected in Direct activities (note 6).
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14. Debtors

Group Trust
2003 2002 2003 2002

£m £m £m £m

Amounts due from subsidiaries – – 6.6 6.2
Accrued income 6.2 0.3 0.6 0.2
Other debtors 5.1 10.9 1.1 6.3
Prepayments 7.0 3.7 0.7 1.0

18.3 14.9 9.0 13.7

15. Creditors

Group Trust
2003 2002 2003 2002

£m £m £m £m

Falling due within one year
Amounts due to subsidiaries – – 6.4 –
Grant commitments (note 4(b)) 706.1 720.7 706.1 720.7
Trade creditors 11.9 11.1 1.9 10.3
Other creditors 7.7 1.7 7.3 0.7
Accruals and deferred income 8.5 3.7 1.6 0.1

Total falling due within one year 734.2 737.2 723.3 731.8

Falling due within two to five years
Grant commitments (note 4(b)) 448.1 442.5 448.1 442.5
Finance lease creditor 0.7 – 0.7 –

448.8 442.5 448.8 442.5

Falling due after five years
Grant commitments (note 4(b)) 14.0 22.0 14.0 22.0
Finance lease creditor 20.9 – 20.9 –

34.9 22.0 34.9 22.0

Total falling due after one year 483.7 464.5 483.7 464.5

Grant commitments are split pro rata according to the terms of the grant at the point of award.

A finance arrangement was entered into on 1 April 2003 regarding the construction of the new office
building.The arrangements involve a lease and lease back of property with Assetfinance December (P) 
Limited, a subsidiary of HSBC Bank plc.The total facility arranged was £48 million.
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for the year to 30 September 2003 (continued)

16. Provisions for liabilities and charges

Pensions
Group and Trust

£m

At 1 October 2002 0.8
Charge for the year 0.5
Utilised in year (0.1)

At 30 September 2003 1.2

Provisions relate to unfunded defined benefit pension benefits as disclosed in note 9(d).

17. Capital commitments and contingent liabilities
The Trust has entered into commitments to make investments in private equity funds. At the balance sheet
date, outstanding commitments amounted to £956 million (2002: £1,173 million).

The Trust also has an outstanding commitment of £29.3 million (2002: £2.5 million) as part of the first phase
of the Diamond Light Source Limited synchrotron project.

During the year Translation Activity awards have been made, of which £2.3 million (2002: £1.2 million) is
contingent upon specific funding-related milestones being met and, therefore, has not been included within
grant commitments.

Commitments of £1.6 million (2002: £nil) were also outstanding in relation to the refurbishment of 
183 Euston Road, which will enable increased public access to the Wellcome Trust’s activities.

In addition the Group has outstanding commitments of £46.9 million (2002: £48.0 million) relating to building
projects and £2.9 million relating to Genome Research Limited activities (2002: £0.7 million).

18. Post balance sheet events
A finance arrangement was entered into on 27 November 2003 regarding the development of research and
site infrastructure facilities at the Wellcome Trust Genome Campus.The arrangements involve a lease and
lease back of property with Assetfinance December (P) Limited, a subsidiary of HSBC Bank plc.The total
facility arranged was £46.5 million.
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19. Group undertakings

(a) Summary of activities of subsidiary undertakings
Country of 

Company incorporation Activities Legal relationship

Genome Research Limited England Medical research, primarily in The Wellcome Trust Limited and
the field of genomics Wellcome Trust Nominees Limited

are equal shareholders

Hinxton Hall Limited England Provision of conference facilities The Wellcome Trust Limited and
and site services at the Wellcome Genome Research Limited are
Trust Genome Campus, Hinxton equal shareholders

Catalyst BioMedica Limited England Protection and exploitation of The Wellcome Trust Limited
intellectual property arising from is the sole shareholder
Trust funded research

W.T. Construction Limited England Property construction company The Wellcome Trust Limited 
is the sole shareholder

Wellcome Trust Director Limited England Corporate Directorships The Wellcome Trust Limited 
is the sole shareholder

Mkono Ya Bahari Limited Kenya Property holding company The Wellcome Trust Limited and
Wellcome Trust Nominees Limited
are equal shareholders

NCI Holdings Limited Cayman Islands Investment holding company The Wellcome Trust Limited 
is the sole shareholder

NB Holdings Limited Cayman Islands Investment holding company The Wellcome Trust Limited 
is the sole shareholder

Trident Holdings Limited Cayman Islands Investment holding company The Wellcome Trust Limited 
is the sole shareholder

IAM Holdings Limited Cayman Islands Investment holding company The Wellcome Trust Limited 
is the sole shareholder

The shares and memberships of these subsidiaries are held by The Wellcome Trust Limited, as trustee of the
Wellcome Trust, and, in the cases indicated, also by Wellcome Trust Nominees Limited, a nominee company
for the Wellcome Trust.The companies are considered to be wholly-owned subsidiaries of the Wellcome Trust
for accounting purposes, and their assets, liabilities and results are consolidated with those of the Wellcome
Trust as required under FRS 2.

Summarised financial information is provided below, with the exception of Mkono Ya Bahari Limited, which 
is not considered material for this additional disclosure.

Both Genome Research Limited and Hinxton Hall Limited are charities registered under the Charities Act 
and are companies limited by guarantee. All other subsidiaries are non-charitable and limited by shares.

Catalyst BioMedica Limited ceased trading from 1 October 2003.

Trident Holdings Limited has a financial year end of 31 December and unaudited interim accounts have been
drawn up to 30 September 2003 for consolidation purposes.

Certain investments which might fall to be treated as associates under FRS 9 following their transfer 
from Catalyst BioMedica Limited to the Trust continue to be treated as equity investments on the grounds
that the Trustee believes this treatment to be more appropriate for investments of this nature. If these
investments had been accounted for as associated companies the interest in associates’ net assets would 
have been £0.6 million.The impact on the Balance Sheet and Statement of Financial Activities would have
been immaterial.
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Notes to the Financial Statements
for the year to 30 September 2003 (continued)

19. Group undertakings (continued)

(b) Summary financial information
i) Charitable subsidiaries

Genome Research Limited Hinxton Hall Limited
2003 2002 2003 2002

£m £m £m £m

Incoming resources 74.1 63.9 5.6 5.4
Resources expended (67.7) (61.0) (6.0) (4.8)

Net movement in funds 6.4 2.9 (0.4) 0.6

Assets 91.4 83.8 18.4 18.5
Liabilities (11.1) (9.9) (1.1) (0.8)

Net assets 80.3 73.9 17.3 17.7

ii) Non-charitable subsidiaries
W.T. Construction Catalyst BioMedica Investment Holding

Limited Limited Companies
2003 2002 2003 2002 2003 2002

£m £m £m £m £m £m

Turnover 61.0 30.0 1.5 1.6 0.6 1.2
Expenditure (61.0) (30.0) (1.2) (2.1) 11.8 (0.6)

Gain/(loss) – – 0.3 (0.5) 12.4 0.6

Assets 10.4 5.5 0.9 0.6 165.8 148.1
Liabilities (10.4) (5.5) (0.1) (0.1) – –

Net assets – – 0.8 0.5 165.8 148.1
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THE WELLCOME TRUST ANNUAL REPORT AND FINANCIAL STATEMENTS 2003

20. Consolidated Cash Flow Statement

(a) Reconciliation of Statement of Financial Activities to operating cash flows
2003 2002

£m £m

Incoming resources 274.4 306.2
Decrease in accrued income 6.2 9.3
(Decrease)/increase in deferred income (2.1) 1.4
Profit on disposal of fixed assets (4.2) (0.3)
Exchange losses (8.2) (14.6)

Income received 266.1 302.0

Grants awarded (395.0) (418.6)
(Decrease)/increase in commitments (17.0) 91.6

Grants paid (412.0) (327.0)

Other resources expended (156.4) (166.2)
Increase in debtors (2.1) (6.1)
Increase in creditors 13.7 0.2
Depreciation 25.4 22.6

Other operating costs (119.4) (149.5)

Returns on investments and servicing of finance (0.1) –

Net cash outflow from operating activities (265.4) (174.5)

(b) Reconciliation of investment sales and purchases
2003 2002

£m £m

Sales of quoted investments 6,057.6 7,835.7
Sales of unquoted investments 172.5 184.7
Sales of investment property 158.1 30.5
Decrease in proceeds receivable on disposal of investments 7.2 0.2

Proceeds from sales of investments 6,395.4 8,051.1

Purchases of quoted investments 5,906.3 7,378.7
Purchases of unquoted investments 481.0 328.5
Purchases of investment property 5.5 58.2
Increase in amounts payable on acquisition of investments (6.4) (36.9)

Purchases of investments 6,386.4 7,728.5
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Notes to the Financial Statements
for the year to 30 September 2003 (continued)

20. Consolidated Cash Flow Statement (continued)

(c) Movements in cash and liquid resources
30 September 1 October

2003 Cashflows 2002
£m £m £m

Cash and certificates of deposits held by fund managers 363.3 (307.4) 670.7
Term deposits 1.5 (1.5) 3.0

Liquid resources 364.8 (308.9) 673.7
Cash at bank and in hand 12.2 (3.7) 15.9

Total 377.0 (312.6) 689.6

(d) Cash spend
2003 2002

£m £m

Grants paid 412.0 327.0
Other operating costs 119.4 149.5
Purchases of tangible fixed assets 67.9 48.8

Total cash spend 599.3 525.3

21. Major non-cash transactions
During the year the Group entered into finance lease arrangements with a total capital value of £21.7 million
(2002: £nil). Interest charges of £0.1 million (2002: £nil) were added to the financing balance.
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Audit Committee
Mr David Morris (Chairman)

Professor Christopher Edwards

Mr James Joll (retired 30 June 2003)

Mr Simon Leathes (from 1 July 2003)

Mr Nicholas Temple (from 1 July 2003)

Mr Edward Walker-Arnott

Remuneration Committee
Sir Dominic Cadbury (Chairman)

Professor Julian Jack

Professor Sir Michael Rutter

Mr Edward Walker-Arnott

Investment Committee
Sir Dominic Cadbury (Chairman)

Professor Julian Jack (Vice Chairman)

Mr Alastair Ross Goobey

Mr Stewart Newton (from 19 November 2002)

Mr Hugh Stevenson

Dr Michael Dexter (retired 31 March 2003)

Dr Mark Walport (from 1 June 2003)

Mr Gary Steinberg

Mrs Lindsay Curtis

Mr Peter Pereira Gray 

Ms Sandra Robertson

Mr Keith Shepherd

Nominations Committee
Sir Dominic Cadbury (Chairman)

Professor Sir Michael Rutter (retired 14 October 2003)

Professor Martin Bobrow (from 15 October 2003)

Professor Jean Thomas

Mr Edward Walker-Arnott

Academic Appraisal Committee
Professor Sir Michael Rutter (Chairman)

Professor Adrian Bird

Professor Martin Bobrow

Professor Christopher Edwards

Professor Julian Jack

Professor Jean Thomas

Dr Ted Bianco

Ms Clare Matterson

Dr Sohaila Rastan (from 3 November 2003)

Dr Mark Walport
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Sir Dominic Cadbury
(Chairman)

Professor Sir Michael Rutter 
(Deputy Chairman)

Professor Adrian Bird

Professor 
Martin Bobrow

Professor 
Christopher Edwards

Professor Julian Jack

Mr Alastair Ross Goobey Professor Jean Thomas Mr Edward Walker-Arnott
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Dr Mark Walport (Director)

Ms Clare Matterson

Dr Ted Bianco

Dr Sohaila Rastan

Mr John Cooper

Mr Gary Steinberg

Mr David Phillipps

Executive Board

Mr John Stewart

Company Secretary

Dr Allan Bradley

Other Senior Management
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All rights reserved. No part of this publication
may be reproduced, stored in a retrieval
system, or transmitted, in any form or by any
means electronic, mechanical, photocopying,
recording or otherwise without the prior
permission of the Wellcome Trust.

Further copies of this Annual Report and
Financial Statements 2003 and copies of 
The Wellcome Trust Annual Review 2003 are
available from the Trust’s website or, without
charge, from:

The Wellcome Trust
FREEPOST ANG 6754
Ely CB7 4YE

Tel: +44 (0)20 7611 8651
Fax: +44 (0)20 7611 8416
Email: marketing@wellcome.ac.uk
Web: www.wellcome.ac.uk/publications

Copies of the Wellcome Trust’s Environmental
Report 2002/03 are also available from the
Trust’s website.

Addresses for the Trust’s principal advisers are
available from:

The Company Secretary
The Wellcome Trust
183 Euston Road
London NW1 2BE

First published 2004
© The Trustee of Wellcome Trust,
London, England 2004
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The Wellcome Trust is an independent
research-funding charity, established under 
the will of Sir Henry Wellcome in 1936.
It is funded from a private endowment,
which is managed with long-term stability 
and growth in mind.

Its mission is to foster and promote research
with the aim of improving human and animal
health. Its work covers four areas:

Knowledge – improving our understanding 
of human and animal biology in health and
disease, and of the past and present role 
of medicine in society.

Resources – providing exceptional
researchers with the infrastructural and career
support they need to fulfil their potential.

Translation – ensuring maximum health
benefits are gained from biomedical research.

Public engagement – raising awareness 
of the medical, ethical and social implications
of biomedical science.

www.wellcome.ac.uk
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