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Governance

GOVERNANCE
The Trust is governed by a Board of Trustees (shown on page 4) and has three sub-committees, as laid
out below. Each has specific responsibilities (as set out in their Terms of Reference) and each report
to the Board on a regular basis.
New Trustees are provided with induction information. The continuing development of all Trustees is
met by an annual scientific update and presentations (often by invited external speakers) on various
relevant issues.
The

Trust

has

provided

indemnity

insurance

for

the

Trustees

during

the

year.

Trustees are recruited by existing trustees based upon their experience, professional qualifications,
empathy and interest in the Trust’s objectives and ability to further the Trust’s performance and
achievements. The sub-committees shortlist candidates whose area of expertise falls within their
committee’s responsibilities and put forward final candidates to the Board of Trustees.
Finance and Investment Committee (FIC)
The purpose of the FIC is to: formulate the Trust’s financial and investment policies; agree these with
the Board of Trustees; be responsible for overseeing the implementation of the agreed policies; and
implement a risk management strategy.
The composition of the FIC during the year was as follows:
- Mr David Paterson (Chair)
- Mrs Margaret Frost
- Mr Rodney Hornstein
- Mr Edmund Buckley (from 11th October 2018)
- Mr Mark Dighero (from 20th March 2019)
- Mr James Davis (until 11th October 2018)
- Professor Stephen Holgate (from 11th October 2018)
General Purposes Committee (GPC)
The purpose of the GPC is to take responsibility for governance and intellectual property matters.
The composition of the GPC during the year was as follows:
- Dame Nicola Davies (Chair until 5th February 2019)
- Mrs Jennifer Johnson (Chair from 20th March 2019)
- Mr James Davis (until 11th October 2018)
- Mr Mark Dighero (from 11th December 2018)
- Professor Stephen Holgate (from 11th October 2018)
- Professor Sir Ravinder Maini (until 11th December 2018)
- Mrs Victoria White (from 11th December 2018)
- Sir Gregory Winter (from 20th March 2019)
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Research Committee (RC)
The Scientific Committee was renamed the Research Committee during the year to more fully reflect
its role. It continues to have responsibility for all matters requiring scientific expertise.
The composition of the RC during the year was as follows:
- Professor Hill Gaston (chair)
- Professor Andrew Cope
- Professor Stephen Holgate
- Sir Gregory Winter (until 20th March 2019)
Ex Officio
Mr Pierre Espinasse, Mrs Sue Preston (until 10th December 2019) and Mrs Susan Johanson (from 10th
December 2019) are Ex Officio members of all the Committees

The Board
-

Professor Stephen Holgate (Chairman from 11th October, 2018)
Mr James Davis (Chairman until 11th October, 2018)
Professor Andrew Cope
Dame Nicola Davies (until 5th February, 2019)
Mrs Margaret Frost
Professor Hill Gaston
Mr Rodney Hornstein
Mrs Jennifer Johnson
Sir Ravinder Maini (until 11th December, 2018)
Mr David Paterson
Sir Gregory Winter
Mr Edmund Buckley (from 11th October, 2018)
Mr Mark Dighero (from 11th December, 2018)
Mrs Victoria White (from 11th December, 2018)
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TRUSTEES REPORT
STRATEGIC REPORT AND KEY ACHIEVEMENTS
1. Trust Strategy Review
During the year, the Board undertook a review of the Trust’s research funding strategy and
priorities for the next few years. Trustees confirmed the Trust’s mission as being to provide
financial and other support for basic and translational research into musculoskeletal diseases. The
Board decided that it would focus on unmet needs, with the longer-term objective of its resources
helping to achieve a meaningful impact in the development of cures and preventative treatment

As part of the review, Trustees agreed five key principles:
•
•
•
•
•

The Trust’s primary focus should be on basic science and the translational research which
flows from it.
The Kennedy Institute should continue to be the primary vehicle for the realisation of the
Trust’s goals.
The Trust will retain a focus on musculoskeletal diseases while supporting the Institute in its
broader ambitions.
The Trust’s expenditure plans will be driven by the needs of the science and it will increase its
funding commitments as necessary.
The Trust’s funding activities will be consistent over time, to avoid ‘chopping and changing’.

Looking beyond the Kennedy Institute, Trustees agreed the following funding priorities:
•
•
•
•
•
•

The Trust’s primary focus will be on people/young scientists.
The Kennedy Trust Senior Fellowship scheme will be maintained (and consideration given to
increasing the number of fellowships funded).
Priority will be given to the establishment of an MB PhD scheme (through awards to
institutions) in musculoskeletal disease areas.
The dialogue with Versus Arthritis on a possible initiative on Fatigue will be continued.
A network of Trust-funded fellows and students (KT alumni) will be created over time to
encourage collaboration and support – such as through summer schools or network events.
Consideration will be given to establishing a scheme to support the recruitment and retention
of bio-informaticians into academia in fields relevant to the Trust and embed their expertise
into the laboratory.
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2. Supporting the Kennedy Institute at Oxford
a) Trust Scientific Review Panel
In November 2018, the Trust appointed an independent panel of scientists to undertake a high
level review of the performance of the Kennedy Institute of Rheumatology (KIR) and of its future
research strategy, and assess the role and impact of Trust funding of the KIR as well as the nature
of the relationship between the two.
Membership of this panel consisted of Professors Tim Hardingham (University of Manchester),
Josef Smolen (University of Vienna), Connie Weyand (Stanford University), and Ramnik Xavier
(Harvard University). Panel members undertook a two-day visit to the KIR, at the same time as the
Institute’s own Scientific Advisory Board, during which they attended discussions and
presentations on current research, and interviewed a number of Institute members, including the
Director, the Director of Research and the Director of Graduate Studies.
In its report to the Trust, the Panel highlighted the quality of the scientific environment that has
been established at the Institute since its relocation to Oxford, and the strength of academic
leadership. It also observed that the establishment of a clinical corridor with Birmingham, through
the Arthritis Therapy Acceleration Programme (A-TAP) initiative, was of significant benefit.
Funded by the Trust, A-TAP brings an innovative new approach to translational inflammation
research to accelerate the assessment of novel therapies in the clinic. This is achieved through the
application of unique rigorous signal seeking experimental medicine studies leading to rapid
adoption into clinical trials underpinned by novel trial design.
The Panel also noted that the investment from the Trust to support new core technologies, the
germ-free facility, Prize Studentships and staff recruitment has made a significant contribution to
facilitate the development of the Institute’s future research plans.
The Panel concluded that Kennedy Trust investment in the Institute has been essential and has
helped the Institute become a unique centre of excellence for inflammation research.
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b) Grants funded
During the year, the Trust continued to support the research activity of the Institute. This included
providing £1m funding for a Cell Dynamics Platform to provide researchers with access to stateof-the-art technologies to deliver basic discoveries leading to new therapies. Match-funding of
£0.255m was also provided for a laser scanning microscope for 3D tissue imaging for the Cell
Dynamics Platform.
Funding for a number of new senior posts, in line with the Institute’s 8-year research strategy
agreed in 2018, was also provided. This included a new Deputy Director post for the Oxford Centre
for Microbiome Studies (OCMS) to help integrate microbiome technologies with established
research programmes in diverse disease areas.

£'000

%

Institute Initiatives

3,130

36

Core Facilities

1,524

18

Building

1,450

17

Studentships

1,235

14

Staff Appointments

977

11

Directors Fund

300

3

Daphne Jackson

106

1

8,722

100
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c) Institute roof extension
As the Institute has grown and become more established in Oxford, space to accommodate all
staff has become insufficient. The Trust has agreed to provide £1.45m to cover half the cost of
extending the Institute building at roof level on the understanding that the University will cover
the balance. Once built, the additional space is expected to meet the needs of the Institute for the
foreseeable future.

d) Review of Institute commercial activities and potential
Working with the Institute, the Trust commissioned IP Pragmatics to undertake a review of the
commercial and translational opportunities from the Institute’s research plans and identify where
these have a strategic fit with external needs. The review also looked at developing researcher
awareness of commercial routes and exploitation of intellectual property (IP) and to increase
access to collaborative industrial research and translational activity to support translation of
research for patient benefit.
In its report to the Trust and the Institute, IP Pragmatics highlighted that it had found a very
supportive and positive attitude at the Institute towards translation in particular, but also to
commercial activities and working with industry. They also identified a number of areas where the
Institute had interesting capabilities and research which may have potential for commercialisation
and/or partnerships.
The report made a number of recommendations, including identifying alternative translational
support mechanisms, improving marketing of the Institute to industry, and increasing
opportunities for industry-interaction. The Institute, in collaboration with the Trust, is now looking
at how it might implement these recommendations.

3. Other Research Funding
a) Kennedy Trust Senior Research Fellowship
During the year, and following the success of the first call in 2017 which resulted in an award to
Dr John Grainger at the University of Manchester, the Trust issued its second call for its Senior
Research Fellowship scheme. Fifteen universities were invited to undertake an internal selection
exercise and put forward one candidate each, as a result of which ten applications were received.
An independent panel of experts, consisting of Professors Yasmine Belkaid (NIH), Richard Loeser
(University of North Carolina) and Connie Weyand (Stanford), was appointed to review the
applications. Following a shortlisting exercise and selection interviews in November 2019, the
Panel recommended that fellowships be awarded to Dr Adam Croft (University of Birmingham)
for his work on the role of immune effector fibroblasts in refractory rheumatoid arthritis, and to
Dr Rebecca Gentek (University of Edinburgh) who will be looking at the pathological programming
of immune development as a possible early life origin of chronic inflammatory disease.
These fellowships are due to be taken up in 2020.
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b) Daphne Jackson Fellowship
In 2018, the Trust agreed with the Daphne Jackson Trust (DJT) to fund one Daphne Jackson
Fellowship in a topic of relevance to the Trust’s mission. These part-time, three-year fellowships
are designed to enable talented scientists and researchers to retrain and return to research after
a career break. This fellowship opportunity was advertised by the DJT (which manages the whole
selection and award process). Following a rigorous selection process, a Daphne Jackson
Fellowship, funded by the Trust, was awarded to Dr Chao-Hui Chang in the Nuffield Department
of Orthopaedics, Rheumatology and Musculoskeletal Sciences, University of Oxford under the
supervision of Dr Siim Pauklin. Dr Chang’s research project, entitled ‘Shaping cell behaviour by
signalling. Can the TGFβ pathway inspire new therapeutic targets?’ while mainly focused on
pancreatic cancer cell lines, is likely to be a useful model to elucidate signalling mechanisms which
are relevant to cartilage.

c) Collaboration with Versus Arthritis
The Trust has been working with Versus Arthritis to identify areas of research needs which would
benefit from a collaborative approach to funding between the two organisations. Arising out of
these discussions, musculoskeletal fatigue was identified as an area of interest. A working group,
consisting of representatives from both parties and external scientists, was convened to explore
the possibility of developing an initiative on a systems biology approach to understanding and
treating fatigue. A workshop bringing together participants from a broad set of disciplines
together with patient representatives, which aims to identify priorities for musculoskeletal fatigue
research, is being organised in 2020. It is hoped that this workshop will help transform those
priorities into a tangible, ambitious plan of action which will be taken forward by the Trust and
Versus Arthritis.

d) Kennedy Trust Maini Feldmann Prize
In 2018, the Trust decided that it would be appropriate to introduce some form of lasting tribute
to Professors Feldmann and Maini in the form of a new international Prize in their name, in
recognition of their ground-breaking work identifying anti-TNF therapy as an effective treatment
for rheumatoid arthritis and other inflammatory diseases. Such a prize should recognise
translational research and focus on its broader impact. It is proposed that the prize be ‘To
recognise an individual or individuals from any country whose translational research has directly
led to an impact on therapy of diseases and outcomes in the treatment of an immunological,
inflammatory, or degenerative disease.’
The Trust is keen to partner with another organisation over the awarding and stewardship of the
prize and has entered into discussions with the Academy of Medical Sciences to explore the
possibility of working in partnership with them.
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4. Impact Report
The primary objective of the Trust has been to provide strategic and infrastructure support to the
Kennedy Institute at Oxford to put it at the forefront of research into inflammatory diseases and
to invest in the future scientific leaders in the field. The Trust’s independent Scientific Review
Panel report on the Institute has reinforced the value of this approach and helped confirm that
the Trust’s funding has been essential in making the Institute a World class centre of excellence in
its field.
The report by IP Pragmatics found a very positive and supportive attitude at the Institute towards
translation of research as well as good examples of engagement with industry in all types of
commercialisation activity. In particular, the report highlighted strengths in such areas as in vivo
modelling, target identification and validation, access to patient samples and data, and
experimental medicine which were of interest to industry – particularly in rheumatoid arthritis,
osteo-arthritis, and inflammatory bowel disease.
A number of projects undertaken at the Institute show great promise in treatment of diseases.
These include work led by Professor Katja Simon on identifying a molecular pathway to boost
vaccine response in the elderly, and Professor Tonia Vincent’s work on developing a vaccine that
blocks the effects of the main cause of pain in osteo-arthritis – nerve growth factor.

5. Intellectual Property
In 2011, the Trust took over ownership and responsibility for the prosecution of a patent on the
use of anti-TNF in the prevention of Post-Operative Cognitive Dysfunction (POCD), with Professor
Marc Feldmann as primary inventor. Patents have been granted in Japan and the USA, with
applications still outstanding in Europe. During the year, the Trust entered into an agreement with
180 Therapeutics, a US start-up company, under which the company takes over responsibility for
the continued prosecution and protection of these patents in return for an exclusive licence to
exploit. 180 Therapeutics is in discussions with the University of Oxford to undertake a clinical trial
of infliximab (an anti-TNF antibody) to prevent POCD in patients undergoing surgery following hip
fractures. Under the terms of the agreement, the company has reimbursed the Trust all its patent
costs and will pay a royalty should any commercial exploitation take place.
The Trust currently continues to receive royalties on sales of Simponi® in certain European
countries where SPCs (Supplementary Protection Certificates) are in place. These relate to two
European patents which expired in August 2017 but had five-year extensions to 2022 in relation
to Simponi® (golimumab). Both patents were under opposition in the European Patent Office. A
final hearing at the European Patent Office on the validity of one of these patents took place on
21st November 2019, the outcome of which was a decision to revoke that patent. This decision is
likely to have a minor impact on the future amount of royalties received by the Trust.
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6. Future Plans
The Trust, arising out of its strategy review last year, will introduce a new MB PhD scheme to
enable aspiring clinician scientists to undertake the vocational training of a medical degree
together with the research expertise of a PhD.
The Trust will continue to work with Versus Arthritis over an initiative on a systems biology
approach to understanding and treating fatigue and will look at implementing with them the
outcomes of the workshop planned for February 2020.
Discussions will be pursued with the Academy of Medical Sciences over the development of a new
international scientific prize in translational research with a view to launching the prize in 2020/21.
The Trust will undertake a full review of its investment strategy, including its approach to
environmental, social and governance (ESG) criteria.

FINANCIAL REPORT
Gross royalty income received during the year was £1.3m (2018 £14.4m). This fall was due to one of
the Trust’s major patents reaching its end.
The Trust monetised part of its royalty share in 2012. In accordance with the terms of the
monetisation agreement it receives 50% of the royalty due, these payments will continue for the life
of the patents.
Royalty income was received in US dollars and transferred to pounds sterling on or shortly after the
date the funds were received.
Royalty sharing payments of £3.3m (2018 £9.4m) were made to Versus Arthritis and the inventors in
respect of this income. These payments are made according to a formula for sharing royalties in line
with current UK University practice.
In addition to their usual payments Versus Arthritis and the inventors received extra payments during
this year to reflect the release of the Legal Expense Fund.
The costs incurred in prosecuting the Trust’s patent portfolio were £0.200m (2018 £0.184m). The
slight increase since 2018 reflects ongoing actions over the Trust’s European patents.
Total support costs during the year amount to £0.544m (2018 £0.374m) and these costs are allocated
over Trust activities in accordance with time spent, invoices directly allocated or another fair method
of allocation.
The increase in support costs is due to a number of factors including the Trust moving offices during
the year and costs incurred in recruiting both staff and Trustees.
Governance costs are not shown separately in the Statement of Financial Activities. They are
however analysed in Note 14 to the accounts. They totalled £0.251m in 2019 (2018 £0.161m) which
2018) represents less than 2% of funds expended. The increase is due to increased office costs as
explained above.
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The committed grants in 2019 were £8.722m against £4.363m. The figure shown in the accounts
included a write back of grants of £0.28m. The increase over 2018 is due to the awarding of several
large grants to the Kennedy Institute at Oxford with the aim of improving the infrastructure at the
Institute.
The amount spent by the Trust during the year reflects grants committed to in earlier years so does
not fall in proportion to the grants committed. The spend in 2019 was £5.984m (2018 £5.425m).
The Trust considers the salaries paid on an annual basis to ensure they are fair and appropriate for the
roles and reflect any changes to the roles during the year. In addition, account is taken of changes in
the cost of living.

REVIEW OF INVESTMENT ACTIVITIES
The Trust’s investment objective remains to achieve a total return in excess of inflation over the
longer term through a well-diversified portfolio with an appropriate level of liquidity and risk.
The return on investments was 6.54%. Therefore, the Trust continues to meet its long-term objectives.
The Trust has a Finance and Investment Committee which sets out the investment strategy for the
Trust and monitors performance at its quarterly meetings. The investment managers submit quarterly
reports to the Committee and are invited to present at least annually, when a more intensive review
of performance and process is undertaken. SEI, a substantial US fiduciary manager, is responsible for
managing 77% of the Trust’s assets.
The investments overseen by SEI are in collective schemes that they manage. These include bonds,
equities, private equity, structured credit and alternative investments. SEI select a wide range of
managers within the funds, to diversify risk.
Newton Investment Management Ltd and Ruffer LLP are responsible for 6.09% and 6.23% respectively
of the portfolio. In addition, there are now three holdings in charity property funds with Mayfair
Capital, Savills Investment Management and CCLA which represent 10.16% in value of the portfolio.
These were funded from the sale of the SEI property fund. The final transfer to these funds took place
in December 2018.
A firm of independent consultants Lane Clark & Peacock LLP (LCP), has been retained to provide
periodic updates on the property funds. LCP commenced consulting for the Trust In 2017 when the
Trust commissioned LCP to complete a review of its investment policy.
The Finance and Investment Committee continues to review the application of the Trust’s policy with
regard to responsible investing. All investment managers are asked to make regular reports on
engagement issues and the subject is raised at the manager meetings.
The Trust’s approach to responsible investment is intended to be consistent with its duty to secure
maximum returns from the investment of its charitable funds. The Trustees ask fund managers to
consider the social, environmental and governance policies of companies alongside other factors that
will affect their long-term investment prospects.

12

The Kennedy Trust for Rheumatology Research
Annual Report & Accounts 2019
Review of Investment Activities

The Trustees have chosen to invest through collective investment schemes, for reasons of cost, risk
management and efficiency and have therefore not sought to implement a customised Environmental,
Social and Governance policy (ESG). They believe that a policy of exclusion would restrict the ability of
its investment managers to encourage change within the companies in which the Trustees invest and
may increase the cost of investment.
Given the Trust’s objectives, the Trustees have a particular interest in and concern about tobacco
investments and give extra focus to monitoring these as part of its ESG activities.

Investment Portfolio split by Manager

%

SEI

Ruffer

Newton

Savilles

CCLA

£'000

%

SEI
Ruffer
Newton
Savilles
CCLA
Mayfair Capital
Charifund

243,715
19,728
19,282
10,874
10,680
10,634
1,628

77.0
6.2
6.1
3.4
3.4
3.4
0.5

TOTAL

316,541

100.0

Mayfair Capital

Charifund
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Investment Portfolio Split by Type

%

International Equity

UK Equity

UK Fixed Income

International Fixed Income

Other

Property

Illiquid Asset Strategy

Cash

30 Sep 2019
£'000

%

International Equity
UK Equity
UK Fixed Income
International Fixed Income
Other
Property
Illiquid Asset Strategy
Cash

81,070
68,269
47,566
33,982
33,766
32,188
16,034
3,666

25%
22%
15%
11%
11%
10%
5%
1%

Total

316,541

100%
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PRINCIPAL RISKS
A formal risk register is maintained and is reviewed annually at Board level. The purpose of the
review is to look at key risks and the effectiveness of procedures in place to mitigate them. The Trust
has identified the following principal risks.
Risk of Stock Market decline causing a fall in the value of Investments – the Trust has engaged external
advisers and pursues an asset allocation policy to diversify risk and conserve capital in real terms.
Risk of Loss of Trustees – the Trust has a policy of reviewing the number, skills and diversity of Trustees
and seeks new ones as necessary.
Risk of loss of Key Management Personnel – Trustees aim to keep appraised of staff plans.
Risk of data loss – the Trust employs external IT consultants to ensure data integrity, security and
prevention of data loss. This is regularly reviewed to ensure compliance with GDPR.

RESERVES
The Trust has only a small endowment. However, it has used the royalty income it has received to
build up reserves so that it will be able to fund its charitable activities when royalty income ceases.
The Trustees maintain funds in order to generate a sufficient return to fund current and future
charitable activities (described elsewhere in this Report). The Trust wishes to have adequate sums to
continue to support the Kennedy Institute for the foreseeable future.
It is the aim of the Trustees to maintain the value of reserves in real terms over a reasonable time
horizon, fulfilling the charitable objectives of the Trust by using both income and capital growth to
meet expenditure.
The level of reserves is monitored on a quarterly basis by means of management accounts and cash
flow forecasts.
The Trust holds unrestricted reserves in the form of designated funds that are earmarked (as described
below) to meet the funding due to Kennedy Institute both under the current agreement with
University of Oxford (the Oxford Research Grant Fund) and under the new agreement (the Oxford
Research Grant Fund 2021). There is also a fund to meet future legal expenses (the Legal Expense
Fund).
Oxford Research Grant Fund – the Trust has a commitment to fund the Kennedy Institute in Oxford
University at a level of at least £3m pa (adjusted for inflation) for ten years, ending in 2021. A
designated fund has therefore been set up to reflect these funding requirements and £3.58m of the
grants issued to Oxford during the year have been set against this fund.
The balance as at 30th September 2019 was £9.629m (2018 - £13.209m).
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The Trust signed a further agreement with the University of Oxford on 18th October 2018 under which
it restates its intention to support the Kennedy Institute at Oxford. A new designated fund of
£22.103m has been set up to reflect this and represents funding of £4m a year (adjusted for inflation)
from 1st August 2021 (when the current agreement will finish) through to 31st July 2026.
Trustees consider that it is more correct to show this commitment by means of a designated fund
rather than as a grant creditor because the Trust has the right to refuse payment if no suitable projects
are put forward.
Legal Expense Fund – the purpose of the Legal Expense Fund is to provide the means to enforce and
protect patent rights and licence terms, by arbitration or litigation, and to meet the costs of current
and future disputes concerning either the validity of the Trust’s patents or royalties payable to the
Trust.
A decision was taken during 2017 to reduce the level of this fund by £5m and in April 2019 it was
reduced by a further £5m. This reflects the fact that as the royalties cease the risk of becoming
involved in litigation diminishes.
The balance as at 30th September 2019 was £1.091m (2018 £6.104m).
As at 30th September 2019 the monies held in designated funds amounted to £32.823m distributed
across the following funds:
Legal Expense Fund
Oxford Research Grant Fund
Oxford Research Grant Fund 2021

£ ‘000
1,090
9,629
22,103
32,822

When the Trustees deem it appropriate, the Trust will draw from its capital, as well as income, to fund
its activities. Based on the accounts as at 30 September 2019, total reserves are £291.7m (2018£283.5m) Excluding restricted funds (£1.6m) and designated funds (£32.8m) leaves £257.3m in the
general fund that could be utilised, if required.
Whilst these could be considered ‘free reserves’, the Trustees do not believe that this is an appropriate
measure for the Trust. The accumulation of reserves in general funds, arising from royalty income and
investment returns is in line with the power conferred on Trust to hold income in reserve. The Trust’s
policy has been discussed with the Charity Commission. The Trustees consider the current level of
reserves to be appropriate in the light of its ambition to provide long- term support to scientists
working in the fields of fundamental and translational research into musculo-skeletal and related
diseases.
As at 30th September 2019, total Trust funds stood at £291.7m (2018: £283.5m) held in the following
types of fund.
Endowment Funds
General Fund
Designated Funds

£ ‘000
1,628
257,255
32,822
291,705
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STATEMENT OF TRUSTEES RESPONSIBILITIES
The Trustees (who are also directors of the Trust for the purposes of company law) are
responsible for preparing the Trustees’ Report and the financial statements in accordance with
applicable law and United Kingdom Accounting Standards (United Kingdom Generally
Accepted Accounting Practice.)
Company law requires trustees to prepare financial statements for each financial year which
give a true and fair view of the state of the affairs of the charitable company and of the
incoming resources and application of resources, including the income and expenditure, of the
charitable company for that period. In preparing these financial statements, the Trustees are
required to:
• select suitable accounting policies and then apply them consistently;
• observe the methods and principles in the Charities Statement of Recommended Practice;
• make judgements and estimates that are reasonable and prudent;
• state whether applicable UK Accounting Standards have been followed, subject to any
material departures disclosed and explained in the financial statements;
• prepare the financial statements on the going concern basis unless it is inappropriate to
presume that the charitable company will continue in business.
The Trustees are responsible for keeping adequate accounting records that disclose with reasonable
accuracy at any time the financial position of the charitable company and enable them to ensure
that the financial statements comply with the Companies Act 2006. They are also responsible for
safeguarding the assets of the charitable company and hence for taking reasonable steps for the
prevention and detection of fraud and other regularities.
The trustees are responsible for the maintenance and integrity of the corporate and financial
information included on the charity’s website. Legislation in the UK governing the preparation and
dissemination of financial statements may differ from legislation in other jurisdictions.
In so far as the Trustees are aware:
• there is no relevant audit information of which the charitable company’s auditor is unaware;
and
• the Trustees have taken all steps that they ought to have taken to make themselves aware
of any relevant audit information and to establish that the auditor is aware of that
information.
• The Trustees’ Annual Report is approved by the Trustees of the charity. The Strategic Report,
which forms part of the Annual Report, is approved by the Trustees in their capacity as
Directors in company law of the charity.
Auditors
The auditors, MHA MacIntyre Hudson were appointed auditors during the year end and are deemed
to be reappointed under section 487(2) of the Companies Act 2006.
By order of the Board of Trustees.

Professor Stephen Holgate
Chairman

David Paterson
Chairman of the Finance and Investment Committee

18th June 2020
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INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF THE KENNEDY TRUST FOR
RHEUMATOLOGY RESEARCH
Opinion
We have audited the financial statements of The Kennedy Trust for Rheumatology Research (the
‘charitable company’) for the year ended 30 September 2019 which comprise the Statement of
Financial Activities. the Balance Sheet, the Statement of Cash Flows and the notes to the financial
statements, including a summary of significant accounting policies. The financial reporting framework
that has been applied in their preparation is applicable law and United Kingdom Accounting Standards,
including Financial Reporting Standard 102 The Financial Reporting Standard applicable in the UK and
Republic of Ireland (United Kingdom Generally Accepted Accounting Practice).
In our opinion the financial statements:
•

•
•

give a true and fair view of the state of the charitable company’s affairs as at 30 September 2019
and of its incoming resources and application of resources, including its income and expenditure,
for the year then ended;
have been properly prepared in accordance with United Kingdom Generally Accepted Accounting
Practice; and
have been prepared in accordance with the requirements of the Companies Act 2006.

Basis for opinion
We conducted our audit in accordance with International Standards on Auditing (UK) (ISAs (UK)) and
applicable law. Our responsibilities under those standards are further described in the Auditor’s
responsibilities for the audit of the financial statements section of our report. We are independent of
the charitable company in accordance with the ethical requirements that are relevant to our audit of
the financial statements in the UK, including the Financial Reporting Council’s Ethical Standard, and
we have fulfilled our other ethical responsibilities in accordance with these requirements. We believe
that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
opinion.

Conclusions relating to going concern
We have nothing to report in respect of the following matters in relation to which the ISAs (UK) require
us to report to you where:
•
•

the trustees’ use of the going concern basis of accounting in the preparation of the financial
statements is not appropriate; or
the trustees have not disclosed in the financial statements any identified material uncertainties
that may cast significant doubt about the charitable company’s ability to continue to adopt the
going concern basis of accounting for a period of at least twelve months from the date when the
financial statements are authorised for issue.
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Other information
The trustees are responsible for the other information. The other information comprises the
information included in the annual report, other than the financial statements and our auditor’s report
thereon. Our opinion on the financial statements does not cover the other information and, except
to the extent otherwise explicitly stated in our report, we do not express any form of assurance
conclusion thereon.
In connection with our audit of the financial statements, our responsibility is to read the other
information and, in doing so, consider whether the other information is materially inconsistent with
the financial statements or our knowledge obtained in the audit or otherwise appears to be materially
misstated. If we identify such material inconsistencies or apparent material misstatements, we are
required to determine whether there is a material misstatement in the financial statements or a
material misstatement of the other information. If, based on the work we have performed, and we
conclude that there is a material misstatement of this other information, we are required to report
that fact.
We have nothing to report in this regard.

Opinions on other matters prescribed by the Companies Act 2006
In our opinion, based on the work undertaken in the course of the audit:
•
•

the information given in the trustees’ report (incorporating the strategic report and the directors’
report) for the financial year for which the financial statements are prepared is consistent with
the financial statements; and
the strategic report and the directors’ report have been prepared in accordance with applicable
legal requirements.

Matters on which we are required to report by exception
In the light of our knowledge and understanding of the charitable company and its environment
obtained in the course of the audit, we have not identified material misstatements in the strategic
report and the directors’ report.
We have nothing to report in respect of the following matters in relation to which the Companies Act
2006 requires us to report to you if, in our opinion:
•
•
•
•

adequate accounting records have not been kept, or returns adequate for our audit have not been
received from branches not visited by us; or
the financial statements are not in agreement with the accounting records and returns; or
certain disclosures of directors’ remuneration specified by law are not made; or
we have not received all the information and explanations we require for our audit.
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Responsibilities of trustees
As explained more fully in the trustees’ responsibilities statement set out on page 19, the trustees
(who are also the directors of the charitable company for the purposes of company law) are
responsible for the preparation of the financial statements and for being satisfied that they give a true
and fair view, and for such internal control as the trustees determine is necessary to enable the
preparation of financial statements that are free from material misstatement, whether due to fraud
or error.
In preparing the financial statements, the trustees are responsible for assessing the charitable
company’s ability to continue as a going concern, disclosing, as applicable, matters related to going
concern and using the going concern basis of accounting unless the trustees either intend to liquidate
the charitable company or to cease operations, or have no realistic alternative but to do so.

Auditor’s responsibilities for the audit of the financial statements
Our objectives are to obtain reasonable assurance about whether the financial statements as a whole
are free from material misstatement, whether due to fraud or error, and to issue an auditor’s report
that includes our opinion. Reasonable assurance is a high level of assurance but is not a guarantee
that an audit conducted in accordance with ISAs (UK) will always detect a material misstatement when
it exists. Misstatements can arise from fraud or error and are considered material if, individually or in
the aggregate, they could reasonably be expected to influence the economic decisions of users taken
on the basis of these financial statements.
A further description of our responsibilities for the audit of the financial statements is located on the
Financial Reporting Council’s website at: www.frc.org.uk/auditorsresponsibilities. This description
forms part of our auditor’s report.
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Use of our report
This report is made solely to the charitable company’s members, as a body, in accordance with
Chapter 3 of Part 16 of the Companies Act 2006. Our audit work has been undertaken so that we might
state to the charitable company’s members those matters we are required to state to them in an
auditor’s report and for no other purpose. To the fullest extent permitted by law, we do not accept
or assume responsibility to anyone other than the charitable company and the charitable company’s
members as a body, for our audit work, for this report, or for the opinions we have formed.

Sudhir Singh (FCA) (Senior Statutory Auditor)
For and on behalf of MHA MacIntyre Hudson
Chartered Accountants & Statutory Auditor
6th Floor
2 London Wall Place
London
EC2Y 5AU

Date: 24.06.2020

MHA MacIntyre Hudson is eligible to act as an auditor in terms of section 1212 of the Companies Act 2006.
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FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 SEPTEMBER 2019
The Kennedy Trust for Rheumatology Research
Statement of Financial Activities for the year ended 30 September 2019
(incorporating Income and Expenditure Account)

Note

Unrestricted
Funds
2019
£'000

Endowment
Funds
2019
£'000

Total
Funds
2019
£'000

Total
Funds
2018
£'000

4

4

4

92
1,337

92
1,337

9,700

9,700

42
14,413
0
6,680

Other Income
- Exchange

4

4

16

Total Income

11,137

11,137

21,155

Incoming from Charitable Activities
- Donations and Legacies
Incoming from other trading activities
- Reimbursement of Patent Costs
- Royalty Income
Investment Income

5b

Expenditure on Charitable Activities
- Research Funding

11,12

8,695

8,695

4,493

Costs of Raising Funds
- Intellectual Property Protection
- Royalty Sharing Payments
- Investment Advice

11,12
11,12
11,12

200
3,293
1,774

200
3,293
1,774

184
9,399
1,265

Total Expenditure

13,962

0

13,962

15,341

Net Income before Investment Gains

(2,825)

0

(2,825)

5,814

11,013

(2)

11,011

8,238

8,188

(2)

8,186

14,052

281,889

1,630

283,519

269,467

290,077

1,628

291,705

283,519

Net Gains on Investments

5a

Net Income

Total Funds brought forward
Total Funds carried forward

4

The detailed 2018 comparative Statement of Financial Activities is reported in note 3.
The notes on pages 27 to 44 form part of these financial statements.
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The Kennedy Trust for Rheumatology Research
Balance Sheet as at 30 September 2019

Note
Fixed Assets
Investments
Current Assets
Debtors
Short Term Deposits
Cash at Bank and in hand
Creditors (amounts falling due
within one year):
Sundry Accruals and Creditors
Grant Payments due within One Year

30 September 2019
£'000

30 September 2018
£'000

5a

316,541
316,541

303,788
303,788

6

1,279
1,055
2,334

4,423
19,817
3,851
28,091

(1,505)
(9,149)
(10,654)

(25,166)
(9,120)
(34,286)

(8,320)

(6,195)

308,221

297,593

8

(16,516)

(14,074)

9

291,705

283,519

4
4

32,822
257,255
290,077
1,628
291,705

19,312
262,577
281,889
1,630
283,519

7

Net Current Assets
Total Assets less Current Liabilities
Creditors (Amounts falling due after more
than one year)
Net Assets
Funds
Unrestricted - Designated
Unrestricted - General
Unrestricted Total
Endowment
Total Funds

4

Company Registration Number: 963832
These Accounts were approved by the Trustees and authorised for issue on 18th June 2020

Professor Stephen Holgate
Chairman of the Board of Trustees

David Paterson
Chairman of the Finance and Investment Committee

The notes on pages 27 to 44 form part of these financial statements.
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The Kennedy Trust for Rheumatology Research
Statement of Cash Flows for year ended 30th September 2019
Year Ended
30 September 2019
£'000

Year Ended
30 September 2018
£'000

Net cash provided by (used in) Operating Activities (Note a)

(30,571)

9,255

Cashflow from Investing Activities (Note b)

7,958
(22,613)

138
9,393

Cash and cash equivalents at 1st October

23,668

14,275

1,055

23,668

2019
£'000

2018
£'000

8,186

14,052

Investment Income
(Gains)/losses on investments
(Increase)/Decrease in Debtors
Increase/(Decrease) in Creditors

(9,700)
(11,011)
3,144
(21,190)

(6,680)
(8,238)
3,518
6,603

Net Cash Flow from Operating Activities

(30,571)

9,255

2019
£'000

2018
£'000

(28,335)
26,593
9,700

(43,818)
37,276
6,680

7,958

138

30 September
2018
£'000

Cash Flows
£'000

30 September
2019
£'000

23,668

(22,613)

1,055

Cash and cash equivalents at 30 September

a. Net cash provided by (used in) Operating Activities

Net income for the year

b. Cash Flow from Investing Activities (Note b)

Payments to acquire investments
Receipts from sales of investments
Investment Income
Net Cash Flow from Operating Activities
c. Analysis of Changes in Net Funds

Cash at Bank
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The Kennedy Trust for Rheumatology Research
Year ended 30 September 2019
Notes to the Accounts

NOTE 1- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(A) GENERAL INFORMATION AND BASIS OF PREPARATION
The Kennedy Trust for Rheumatology Research is a company limited by guarantee registered in
England. In the event of the charity being wound up, the liability in respect of the guarantee is limited
to £1 per member of the charity. The address of the registered office is given in the charity information
on page 17 of these financial statements. The nature of the charity’s operations and principal activities
are to investigate, study and carry out, or procure the carrying out of, research into the causes and
means of treatment of Rheumatism and allied diseases.
The charity constitutes a public benefit entity as defined by FRS 102. The financial statements have
been prepared in accordance with Accounting and Reporting by Charities: Statement of
Recommended Practice applicable to charities preparing their accounts in accordance with the
Financial Reporting Standard applicable in the UK and Republic of Ireland (FRS 102) issued on 16 July
2014, the Financial Reporting Standard applicable in the United Kingdom and Republic of Ireland (FRS
102), the Charities Act 2011, the Companies Act 2006* and UK Generally Accepted Practice as it applies
from 1 January 2015.
The financial statements are prepared on a going concern basis under the historical cost convention,
modified to include certain items at fair value. The financial statements are presented in sterling
which is the functional currency of the charity and rounded to the nearest £000.
The significant accounting policies applied in the preparation of these financial statements are set out
below. These policies have been consistently applied to all years presented unless otherwise stated.

(B) FUNDS
Unrestricted funds are available for use at the discretion of the trustees in furtherance of the general
objectives of the charity and which have not been designated for other purposes.
Designated funds comprise unrestricted funds that have been set aside by the trustees for particular
purposes. The aim and use of each designated fund is set out in the notes to the financial statements.
Restricted funds are funds which are to be used in accordance with specific restrictions imposed by
donors or which have been raised by the charity for particular purposes. The cost of raising and
administering such funds are charged against the specific fund. The aim and use of each restricted
fund is set out in the notes to the financial statements.
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Endowment funds represent those assets which must be held permanently by the charity, principally
the Maynard Jenour Fund and the Kennedy Endowment Fund. Income arising on the endowment
funds can be used in accordance with the objects of the charity and is included as unrestricted income.
Any capital gains or losses arising on the investments form part of the fund. Investment management
charges and legal advice relating to the fund are charged against the fund.

(C) INCOME RECOGNITION
All incoming resources are included in the Statement of Financial Activities (SoFA) when the charity is
legally entitled to the income after any performance conditions have been met, the amount can be
measured reliably, and it is probable that the income will be received.
For donations to be recognised the charity will have been notified of the amounts and the settlement
date in writing. If there are conditions attached to the donation and this requires a level of
performance before entitlement can be obtained then income is deferred until those conditions are
fully met or the fulfilment of those conditions is within the control of the charity and it is probable
that they will be fulfilled. Investment income is earned through holding assets for investment
purposes such as shares and property. It includes dividends and interest. Where it is not practicable
to identify investment management costs incurred within a scheme with reasonable accuracy the
investment income is reported net of these costs. It is included within cost of raising funds when the
amount can be measured reliably. Interest income is recognised using the effective interest method
and dividend income is recognised as the charity’s right to receive payment is established.
Income from royalty and license agreements is recognised throughout the year when there is
reasonable assurance of receipt. Royalty and license income are recognised gross of the related
revenue share obligations to the Inventors and other parties which are payable on recognition of the
royalty income. License agreements also provide for the reimbursement of patent protection costs in
certain cases.

(D) EXPENDITURE RECOGNITION
All expenditure is accounted for on an accruals basis and has been classified under headings that
aggregate all costs related to the category. Expenditure is recognised where there is a legal or
constructive obligation to make payments to third parties, it is probable that the settlement will be
required, and the amount of the obligation can be measured reliably. It is categorised under the
following headings:
• Costs of raising funds includes royalty sharing payments, intellectual property protection &
investment advice;
• Expenditure on charitable activities includes research science funding and research infrastructure
funding.
The Trust was registered for VAT until 7 May 2019 at which time it deregistered. Whilst the Trust was
registered for VAT, the recoverable aspect of VAT was removed from the expense and against the
activity for which expenditure arose. Subsequent to deregistration, VAT is recorded against the
expense and activity for which expenditure arose.
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Grants payable to the Kennedy Institute at Oxford and to other third parties are within the charitable
objectives. Where unconditional grants are offered, this is accrued as soon as the recipient is notified
of the grant, as this gives rise to a reasonable expectation that the recipient will receive the grants.
Where grants are conditional relating to performance then the grant is only accrued when any
unfulfilled conditions are outside of the control of the charity.
The provision for a multi-year grant is recognised at its present value where settlement is due over
more than one year from the date of the award, there are no unfulfilled performance conditions under
the control of the Trust that would permit the Trust to avoid making the future payment(s), settlement
is probable and the effect of discounting is material. The discount rate used is the average rate of
inflation in the year in which the grant award is made. This discount rate is regarded by the trustees
as providing the most current available estimate of the opportunity cost of money reflecting the time
value of money to the Trust.
Royalty sharing payments are calculated by applying a formula for the distribution of royalty income
agreed by the Trustees and Versus Arthritis UK, which reflects current UK university practice. Such
payments are accrued in line with the corresponding royalty income.
Investment advice reflects the costs incurred by the Trust in managing its investment portfolios. The
cost includes both internal costs and external consultancy and management costs. Cost is recognised
in line with the accruals basis above.

(E) SUPPORT COSTS ALLOCATION
Support costs are those that assist the work of the charity but do not directly represent charitable
activities and include office costs, governance costs and administrative payroll costs. They are incurred
directly in support of expenditure on the objects of the charity and include grant management carried
out at the central office. Where support costs cannot be directly attributed to particular headings they
have been allocated to cost of raising funds and expenditure on charitable activities on a basis
consistent with use of the resources. Premises overheads and other overheads have been allocated
either on time spent or on another basis as appropriate.
The analysis of these costs is included in note 13.

(F) TANGIBLE FIXED ASSETS
Tangible fixed assets are stated at cost (or deemed cost) or valuation less accumulated depreciation
and accumulated impairment losses. Cost includes costs directly attributable to making the asset
capable of operating as intended. The agreed capitalisation limit of tangible assets has been agreed at
£500.
Depreciation is provided on all tangible fixed assets, at rates calculated to write off the cost, less
estimated residual value, of each asset on a systematic basis over its expected useful life. The most
appropriate depreciation rates for asset groups will be decided by the key management personnel
when the need arises. IT equipment is deemed to have a useful economic life of one year.
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(G) INVESTMENTS
Investments are recognised initially at fair value which is normally the transaction price excluding
transaction costs. Subsequently, they are measured at fair value with changes recognised in ‘net gains
/ (losses) on investments’ in the Statement of Financial Activities if the shares are publicly traded or
their fair value can otherwise be measured reliably. Investment gains and losses are shown split
between realised and unrealised.

(H) DEBTORS AND CREDITORS RECEIVABLE / PAYABLE WITHIN ONE YEAR
Debtors and creditors with no stated interest rate and receivable or payable within one year are
recorded at transaction price. Any losses arising from impairment are recognised in expenditure.

(I) PROVISIONS
Provisions are recognised when the charity has an obligation at the balance sheet date as a result of a
past event, it is probable that an outflow of economic benefits will be required in settlement and the
amount can be reliably estimated.

(J) LEASES
Rentals payable and receivable under operating leases are charged to the Statement of Financial
Activities on a straight-line basis over the period of the lease.

(K) FOREIGN CURRENCY
Foreign currency transactions are initially recognised by applying to the foreign currency amount the
average spot exchange rate for the month between the functional currency and the foreign currency
at the date of the transaction. Monetary assets and liabilities denominated in a foreign currency at
the balance sheet date are translated using the closing rate. Gains and losses on exchange are
allocated to the appropriate resource.

(L) EMPLOYEE BENEFITS
When employees have rendered service to the charity, short-term employee benefits to which the
employees are entitled are recognised at the undiscounted amount expected to be paid in exchange
for that service.
The charity contributes to the personal pension schemes of the employees and all costs are charged
to the Statement of Financial Activities in the year to which they relate.
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(M) TAX
The charity is considered to pass the tests set out in Paragraph 1 Schedule 6 Finance Act 2010 and
therefore it meets the definition of a charitable company for UK corporation tax purposes. It therefore
does not suffer tax on income or gains applied for charitable purposes.
The Trust was registered for VAT until 7 May 2019 at which time it deregistered, irrecoverable VAT is
written off as part of the expense to which it relates.

(N) GOING CONCERN
The financial statements have been prepared on a going concern basis as the trustees believe that no
material uncertainties exist. The trustees have considered the level of funds held and the expected
level of income and expenditure for 12 months from authorising these financial statements. The
budgeted income and expenditure is sufficient with the level of reserves for the charity to be able to
continue as a going concern.

(O) FINANCIAL INSTRUMENTS
The charity holds both basic and complex Financial Instruments. The financial assets and financial
liabilities of the Charity are as follows:
Debtors – trade and other debtors (including accrued royalty income) are basic financial instruments.
Cash at bank – is classified as a basic financial instrument and is measured at face value.
Liabilities – trade creditors, accruals and other creditors will be classified as financial instruments, and
are measured at amortised cost as detailed in notes 7 and 8. Taxation and social security are not
included in the financial instruments disclosure. Deferred income is not deemed to be a financial
liability, as in the cash settlement has already taken place and there is simply an obligation to deliver
charitable services rather than cash or another financial instrument.
Investments – a number of investments held at the year-end are classified as complex financial
instruments as they are unlisted open ended investment companies (OEIC’s). Under Section 12.8 of
FRS102 SORP 2015 the subsequent measurement of complex financial instruments should be at fair
value and all changes in the fair value should be recognised in the Statements of Financial Activities.
The Trustees have deemed that the fair value of these investments equates to the charity’s share in
the underlying Net Asset Values (NAV) of the asset, this broadly equates to the market value. All other
investments are classified as basic financial instruments and held at their market value.
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(P) JUDGEMENTS AND KEY SOURCES OF ESTIMATION UNCERTAINTY
The following judgements (apart from those involving estimates) have been made in the process of
applying the above accounting policies that have had the most significant effect on amounts
recognised in the financial statements:
• Allocation of support costs are made in line with the use of the resource
• Fund allocation
There are no other key assumptions concerning the future or key sources of estimation uncertainty at
the reporting date that have a significant risk of causing a material adjustment to the carrying amounts
of assets and liabilities within the next financial year.
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The Kennedy Trust for Rheumatology Research
Year ended 30th September 2019
Notes to the Financial Statements
3

Detailed Comparatives for the Statement of Financial Activities

Unrestricted
Funds
2018
£'000

Endowment
Funds
2018
£'000

Total
Funds
2018
£'000

4

0

4

42
14,413
0

0
0
0

42
14,413
0

6,680

0

6,680

Other Income
- Exchange

16

0

16

Total Income

21,155

0

21,155

Expenditure on Charitable Activities
- Research Funding

4,493

0

4,493

Costs of Raising Funds
- Intellectual Property Protection
- Royalty Sharing Payments
- Investment Advice

184
9,399
1,265

0
0
0

184
9,399
1,265

15,341

0

15,341

Net Income before Investment Gains

5,814

0

5,814

Net Gains/(Losses) on Investments

8,262

(24)

8,238

14,076

(24)

14,052

267,813
281,889

1,654
1,630

269,467
283,519

Income from Charitable Activities
- Donations and Legacies
Income from other trading activities
- Reimbursement of Patent Costs
- Royalty Income
- License Fee Income
- Sundry Income
Investment Income

Total Expenditure

Net Income

Total Funds brought forward
Total Funds carried forward
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The Kennedy Trust for Rheumatology Research
Year ended 30th September 2019
Notes to the Financial Statements
4

Funds

30 September
2018

Income/
Expenditure

£'000

£'000

Expenditure
from
Designated
£'000

Transfers
£'000

Unrealised 30 September
(Losses)
2019
/Profits
£'000
£'000

Endowment Funds
109

0

109

Kennedy Endowment Fund

1,521

(2)

1,519

Total Endowment Funds

1,630

0

0

0

(2)

1,628

262,577

(2,825)

13

(13,523)

11,013

257,255

(13)

(5,000)

1,090

13,209

(3,580)

9,629

0

22,103

22,103

Maynard Jenour Fund

Unrestricted Funds
General Fund
Designated Funds
Legal Expense Fund
Oxford Research Grant Fund Oxford
Research Grant Fund 2021

6,103

Total Designated Funds

19,312

0

(13)

13,523

0

32,822

Total Unrestricted Funds

281,889

(2,825)

0

0

11,013

290,077

Total Funds

283,519

(2,825)

0

0

11,011

291,705

The income from the Maynard Jenour and Kennedy Endowment Funds is unrestricted and is applied to fund grants to support clinical
research. These funds represent permanent endowments held by the Trust.
The designated funds represent unrestricted amounts which the Trustees have allocated for specific purposes. The Trustees can reallocate
these funds as required.
The Oxford Research Grant Fund represents the intention of the Trust to the funding of the Institute at Oxford. The designated fund
represents funding of £3m pa (adjusted for inflation) over the period incurred until 31st July 2021.
No grant creditor has been shown as the Trust has the right to refuse payment if no suitable projects are put forward.
A further agreement was with the University of Oxford was signed in October 2018 which indicated the intention of the Trust to contribute
funds to the Institute of Oxford for a further five years from 1st August 2021 to 31 July 2026.
The designated fund represents funding of £4m pa (adjusted for inflation) from 1st August 2021 to 31st July 2026 and has been treated as for
the original fund.
In previous years the Trustees set aside a significant amount of royalty income in a Legal Expense Fund (10% of gross royalty income), which
is utilised to ensure compliance with license agreements and in the event of possible litigation to defend the Trust’s patent rights world-wide.
A decision was taken in 2011 that the Legal Expense Fund had reached an adequate level so payments into the fund are currently
suspended.
Any balance remaining on the Legal Expense Fund at the end of the relevant patent period will be distributed pro rata to the beneficiaries
percentage of royalty income.
During 2017 the decision was taken to release £5m of the Legal Expense Fund and a further £5m was released in 2019. Of this £2.35m was
paid to the inventors and Versus Arthritis.
The remaining £2.65m due to the Trust was released to unrestricted reserves.
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The Kennedy Trust for Rheumatology Research
Year ended 30th September 2019
Notes to the Financial Statements
4

Funds - continued

2018 Comparatives
30 September
Income/
2017 Expenditure
£'000

£'000

Expenditure
from
Designated
£'000

Transfers
£'000

Unrealised 30 September
Profits
2018
£'000

£'000

Endowment Funds

111

(2)

109

Kennedy Endowment Fund

1,543

(22)

1,521

Total Endowment Funds

1,654

(24)

1,630

8,262

262,577

Maynard Jenour Fund

-

-

-

5,814

1

3,346

Unrestricted Funds
General Fund

245,154

Designated Funds
Legal Expense Fund

(1)

6,104

6,103
(3,346)

13,209

Oxford Research Grant Fund

16,555

Total Designated Funds

22,659

-

(1)

(3,346)

-

19,312

Total Unrestricted Funds

267,813

5,814

-

-

8,262

281,889

Total Funds

269,467

5,814

-

-

8,238

283,519
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Investments

Investments held with Investment Managers

30 September
2019
£'000

30 September
2018
£'000

Movement on Investments:
Market Value brought forward
Net Additions at Cost
Disposals at Market Value
Realised Gain
Unrealised Investment Gains

303,788
28,335
(26,593)
472
10,539

289,009
43,817
(37,276)
173
8,065

Market Value carried forward

316,541

303,788

Historic Costs of Investments
Cumulative Unrealised (Losses)/Gains

244,143
72,398

233,112
70,676

316,541

303,788

The Statement of Financial Activities included net gains on investments of £11.011m (2018 - £8.238m)
which includes unrealised gains of £10.539m (2018 - £8.065m).
Represented by:

Investments not designated to funds:
Overseas Unlisted Securities
Dublin
Other
UK Unlisted Securities
Assets representing the Maynard Jenour Fund:
UK Authorised Unit Trusts
Assets representing the Kennedy Endowment Fund:
UK Authorised Unit Trusts

30 September
2019
£'000

30 September
2018
£'000

219,135
24,579
71,199

226,350
22,631
53,177

110

109

1,518

1,521

316,541

303,788

The Dublin based Overseas Unlisted Securities are made up of Dublin domiciled open-ended
investment companies under the UCITS directive. In addition it includes a property fund which is an
Irish domiciled Common Contractual Fund supervised by the Irish Central Bank.
The underlying holdings in these funds are to a very large extent made up of shares in companies
listed on recognised stock exchanges worldwide.
Other Overseas Unlisted Securities are closed end investment partnerships based in the Cayman
Islands.
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Investments- continued

Investment Income

2019
£'000

2018
£'000

7

5

Listed and Unlisted Investments

9,693

6,675

Total Investment Income

9,700

6,680

Bank Interest

All income generated from investments held within endowments are recognised in the Statement of
Financial Activities as unrestricted investment income.

6
Debtors Debtors

Royalty Accrued Income
Other Accrued Income
Sundry Debtors
VAT Reclaim
Total Debtors

Sundry Creditors
and Accruals
Sundry
7
Creditors
and Accruls

Royalties Payable
Other Creditors and Accruals
Taxation and Social Security
Retained Royalties
Provision for VAT Repayment
Total Creditors

30 September
2019
£'000

30 September
2018
£'000

757
453
69
0

4,285
42
61
35

1,279

4,423

30 September
2019
£'000

30 September
2018
£'000

444
455
6
0
600

539
780
6
23,841
0

1,505

25,166
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Creditors falling due after more than one year

The balance of grants payable is as follows:
30 September
2019
£'000

30 September
2018
£'000

Grant Payments due after one year

16,516

14,074

Commitments and Provisions due after One Year

16,516

14,074

9

Analysis of Net Assets as at
30 September 2019
Unrestricted
Funds
£'000

Endowment
Funds
£'000

Total
£'000

Unrestricted
Funds
£'000

Endowment
Funds
£'000

Total
£'000

314,913

1,628

316,541

302,160

1,628

303,788

1,055
317,247

1,628

1,279
0
1,055
318,875

4,423
19,817
3,851
330,251

1,628

4,423
19,817
3,851
331,879

10,654
16,516

0
0

10,654
16,516

34,286
14,074

0
0

34,286
14,074

290,077

1,628

291,705

281,891

1,628

283,519

Fixed Assets:
Investments
Current Assets
Debtors
Short Term Deposits
Cash at Bank and In Hand
Current Liabilities
Long Term Liabilities

30 September 2018

1,279
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Net Income for the Year

Net income for the year is arrived at after charging the following:

Auditors Remuneration (for audit services only)

Year Ended
30 Sept
2019
£'000

Year Ended
30 Sept
2018
£'000

18

18

4

16

Total
Year Ended
30 Sept
2018
£'000

Exchange Rate Gain

11

Analysis of Expenditure

Royalty Sharing Payments
Investment Advice
Intellectual Property Protection
Research Science Funding
Total Resources Expended

Direct
Costs
£'000

Support
Costs
£'000

Total
Year Ended
30 Sept
2019
£'000

3,197
1,716
32
8,473

96
58
168
222

3,293
1,774
200
8,695

9,399
1,265
184
4,493

13,418

544

13,962

15,341

The total awards granted (for both Research Science and Infrastructure) was £8.722m (2018- £4.485m).
The £8.473m shown above is net of grant write offs which took place during the year.
Details of Grants awarded during the year are shown on page 7 in the Trustees Report.

2018 Comparatives

Royalty Sharing Payments
Investment Advice
Intellectual Property Protection
Research Science Funding
Total Resources Expended

Direct
Costs
£'000

Support
Costs
£'000

Total
Year Ended
30 Sept
2018
£'000

9,356
1,205
43
4,363

43
60
141
130

9,399
1,265
184
4,493

14,967

374

15,341
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Support Costs

The total support costs incurred by the Trust amount to £0.544m (2018: £0.37m). An analysis of the main
categories of expenditure included within support costs and the apportionment of these costs to the key
activities undertaken by the Trust is set out in the table below.

13

Analysis of Support Costs
Research

Royalties

Investment

£'000

Intellectual
Property
£'000

£'000

£'000

2019
Total
£'000

Staff Costs

95

48

27

37

207

Office and
General Costs

29

36

21

Governance Costs

98

84

48

21

251

222

168

96

58

544

Total

86

Staff costs are apportioned according to time spent on various activities. Other costs are allocated directly.
2018 Comparatives
Research

Staff Costs
Office and
General Costs
Governance Costs
Total

Royalties

Investment

£'000

Intellectual
Property
£'000

£'000

£'000

2018
Total
£'000

71

64

26

36

197

4

12

0

0

16

55

65

17

24

161

130

141

43

60

374
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Analysis of Governance Costs

Audit & Accountancy
Legal & Professional
Other
Office Costs
Recruitment Costs

Year Ended
30 Sept
2019
£'000

Year Ended
30 Sept
2018
£'000

17
76
23
115
20
251

15
10
36
100
0
161

Legal costs rose considerably over the year due to costs incurred in dealing with a matter related to Trustee
recruitment.
Included in these costs are £1,620 paid on behalf of a former Trustee in relation to Trustee recruitment.
The Trustees approved this ex gratia payment as being in the best interests of the Trust.
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Payments to Trustees and Staff Costs

The members of the Board of Trustees receive no emoluments for their service in that capacity.
A total of £4,947 (2018: £4,476) was paid to 13 Trustees (2018: 12) in travel expenses.
Included in Governance Costs is £1,620 that was paid on behalf of a former Trustee in relation to Trustee
recruitment (refer note 14).
Staff costs are set out in the table below.
Staff Costs and Consultancy Costs

Staff Salaries
National Insurance
Pension Costs
Total Staff Costs

Year Ended
30 September 2019
£'000
172
18
17
207

Year Ended
30 September 2018
£'000
167
14
16
197

Staff salaries relate to the General Manager and the Secretary to the Board and comprise the charity's Key
Management Personnel.
The salary of the highest paid employee was £99,882 (2018: £96,658).
The total pension payments made in respect of higher paid employees were £16,995 (2018: £16,435).
Average staff numbers during the year comprise 2 part-time (1.5 full time equivalent) members of staff
(2018: 2 part-time staff being 1.5 full-time equivalent).

Employees paid between £70,000 and £80,000
Employees paid between £90,000 and £100,000
16

2019

2018

1
1

1
1

Related Party Transactions

Royalty income from Janssen, Abbvie,Celltrion and Hospira has been included in incoming resources.
Following Charity Commission approval, the trustees have apportioned part of the royalty payments to the
inventors and Versus Arthritis, according to a formula in line with current UK university practice.
Professor Sir Ravinder Maini was, as an employee of the Kennedy Institute, responsible with Professor
Feldmann for the invention which subsequently led to the generation of royalty income.
Under a royalty distribution arrangement agreed with Versus Arthritis, and in line with current UK university
practice, he and Professor Feldmann are entitled to an equal share of royalty income.
Following Professor Maini's appointment as a Trustee of the Trust, Charity Commission approval was
obtained for the continuing payment of his share of the royalty income.
In 2019 £850,118 (2018- £2,488,171) was receivable by Professor Maini.
The balance outstanding at the year end was £117,978 (2018 - £143,241).
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Financial Commitments and Contingent Liabilities

The Trustees are committed to funding, at least in part, the Kennedy Institute in Oxford.
Resources are being set aside in designated funds. Refer to note 4 for details of designated funds.
As explained in the Designated Funds note any balance outstanding on the Legal Expense Fund at the end
of the relevant patent period will be distributed pro rata to the beneficiaries percentage of royalty income.
This potential liability (should it crystallise) will not exceed £0.513m as at 30th September 2019 (2018 £2.868m).
The Trust's local currency is pounds sterling but it holds some US Dollar investments and a US Dollar bank
account.
The Trust has a lease on its current offices which can be terminated at three months notice.
These non-cancellable lease commitments and their period of expiry are:

30 September 30 September
2019
2018
£'000
£'000
Expire

<1 year
2-5 years
>5 years

66
56
122

18
18
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Subsequent Events

Subsequent to the year end, as a result of the COVID-19 outbreak, the Trust’s investments have been subject to
a reduction in value, which cannot be reliably estimated as at the date of approval of this report given market
uncertainties and volatility.
Funds comprising 26% of the Trust's investments hold illiquid assets, such as property or private equity and are
valued monthly or quarterly.
The most recent valuations available do not reflect the impact of the outbreak.
The balance of the investments are in daily-priced funds and these have fallen by 15% as at 17th March 2020,
broadly in line with the relevant market indices.
The Trustees have reviewed the investments with their advisers and do not consider that this decline affects the
Trust’s going concern assumption.
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