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TRUSTEES’ REPORT
GOVERNANCE
The Trust is governed by a Board of Trustees (shown on page 5) 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 the Board 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.
In preparing this report, Trustees have referred to the Charity Commission’s general guidance on
public benefit and are satisfied that the activities undertaken by the Charity meet the Commission’s
requirements.
Governing Document
The Trust is a charitable company limited by guarantee, and is governed under its Articles of
Association dated 13th October 1969. The Charity is registered with the Charity Commission of
England and Wales.
Charitable Objectives
To provide financial and other support for basic and translational research into rheumatic and
related musculoskeletal, immunological and inflammatory diseases. In meeting its charitable
objectives, the Trust supports both basic and translational research primarily through its support of
the Kennedy Institute of Rheumatology.
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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)
Mr. Edmund Buckley
Mr. Mark Dighero
Mrs. Margaret Frost
Professor Sir Stephen Holgate
Mr. Rodney Hornstein

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:
-

Mrs. Jennifer Johnson (Chair)
Mr. Mark Dighero
Professor Sir Stephen Holgate
Ms. Victoria White
Sir Gregory Winter

Research Committee (RC)
The Research Committee has 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 Sir Stephen Holgate

In March 2020, the following three non-trustees were appointed to the RC for a three-year period:
-

Professor Tracy Hussell
Professor Neil Sebire
Professor Gitta Stockinger

Ex Officio
Mr. Pierre Espinasse, Mrs. Sue Preston (until 10th December 2019) and Mrs. Susan Johanson (from
10th December 2019) are Ex Officio non-voting members of all the Committees.
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The Board
-

Professor Sir Stephen Holgate (Chair)
Mr. Edmund Buckley
Professor Andrew Cope
Mr. Mark Dighero
Mrs. Margaret Frost
Professor Hill Gaston
Mr. Rodney Hornstein
Mrs. Jennifer Johnson
Mr. David Paterson
Ms. Victoria White
Sir Gregory Winter
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STRATEGIC REPORT AND KEY ACHIEVEMENTS
The Trustees are pleased to present their annual report together with the financial statements of the
charity for the year ended 30 September 2020 which are also prepared to meet the requirements for
a directors’ report and accounts for the Companies Act purposes.
The financial statements comply with the Charities Act 2011, the Companies Act 2006, the
Memorandum and Articles of Association, and 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 (FRS 102).

1. Covid-19
Impact on current and future activities
In line with Government recommendations, the Trust moved to full remote working in March 2020.
Since its systems were already set up for this mode of operation (with a fully cloud-based IT system
and all staff equipped with secure laptops), the transition to remote working went smoothly and the
Trust has been able to operate normally with no interruptions. All Board, committee and other
meetings have been held successfully via videoconferencing.
Initially, the impact of Covid-19 was more severe on research funded by the Trust, with university
laboratories closed for all non-Covid related research from March. Many researchers were able to
continue some of their activities remotely but most laboratory-based work was suspended until July
when research laboratories were gradually reopened with limited and controlled access. Most
research activities are now fully operational again with staff working remotely where possible and
using research facilities and laboratories only where necessary.
The Trust recognises that the pandemic has caused severe disruption to research activities and has
endeavoured to support the researchers and projects it funds through these difficult times. Where
appropriate, no-cost extensions to many awards have been agreed so as to allow researchers time to
get their projects back on track. In addition, the Trust awarded the Kennedy Institute of Rheumatology
an exceptional one-year ‘business continuity’ grant to help cover some of the costs entailed in
restarting research activity after the initial lockdown.
Implications for finances and financial sustainability
While the Covid-19 outbreak and resultant global lockdowns had a negative impact on the Trust’s
investments, with significant losses recorded in Q1 2020, much of these losses were reversed in
subsequent months. The Trust’s Finance and Investment Committee has maintained a close dialogue
with its Investment Managers throughout the year. The Committee is satisfied that its diversified
investment strategy will continue to protect the Trust’s position and is reassured by its Investment
Adviser’s view that the Trust can continue to meet its long-term spending plans.
Future Impact of Covid-19
As indicated above, the Trust believes that it is in a strong position to deliver on its research funding
strategy and to support the Kennedy Institute of Rheumatology in Oxford as it continues to build on
its reputation as a centre of global excellence.
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Universities and research groups have adapted with remarkable speed to the new environment and
to the constraints posed by the pandemic and it is expected that most research activities should be
able to operate successfully in the coming months and years. Having said that, the financial impact
on many research funding charities has been severe and there is a good deal of uncertainty over
their ability to support research at the same levels as before, with the likelihood that (absent greater
Government funding) there will be greater competition for research funding over the next few years.
While the pandemic severely disrupted research activity earlier in the year, it also presented unique
research opportunities relevant to autoimmune and inflammatory diseases. Recognising this, the
Trust awarded two, limited ‘rapid response’ grants for Covid-19 related projects. These are
described below in “Other Research Funding”.

2. Trust Strategy
In 2019, 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 the Trust’s primary focus should be on basic science and the
translational research which flows from it and that the Kennedy Institute of Rheumatology at Oxford
(KIR) should continue to be the primary vehicle for the realisation of the Trust’s goals.
Looking beyond the KIR, Trustees agreed the following funding priorities:
•
•
•
•
•

The Trust’s primary focus should be on people/young scientists
The Kennedy Trust Senior Fellowship scheme should be maintained
Priority should be given to the establishment of an MB PhD scheme (through awards to
institutions) in musculoskeletal disease areas
An initiative on fatigue in chronic inflammatory diseases should be pursued in collaboration
with Versus Arthritis
A network of Trust-funded fellows and students (KT alumni) should be created over time to
encourage collaboration and support

3. Supporting the Kennedy Institute at Oxford
Institute update
In line with other university departments, the Institute closed down in an orderly way on 25 March
2020. Some facilities, including the Cytof, flow cytometry and High End Fluorescence microscopy,
were reopened in the following weeks to support Covid-related research. A ‘Return to On Site
Working’ programme was initiated on 29 June, under which laboratory-based researchers have been
able to return to work using a booking system which has allowed most experimental work to
resume. Non-lab based researchers and most support staff continue to work from home.
Work on the roof extension, which is 50% funded by the Trust, was able to continue during the
lockdown, with completion expected in February 2021.
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The Institute, which now employs over 160 staff and 40 PhD students, has been able to continue
recruiting to key posts during the year. This has included the appointment of Dr Marco Fritzsche
(part-funded by the Trust) as Advanced Microscopy Research Fellow. Dr Fritzsche was a joint
appointment with the Rosalind Franklin Institute and will oversee the building of a prototype, stateof-the-art light-sheet fluorescence microscope facility at the Institute.
Review of Intellectual Property potential
Following the review of the commercial and translational opportunities arising from the Institute’s
research activities mentioned in last year’s report, the Institute prioritised the following areas for
implementation:
•
•
•

•

Develop a training aid on how to engage industry and commercialise research at different
stages in researchers’ careers
Highlight the availability of industry funded studentships and encourage applications for
them
Organise thinking on the opportunities for industry within the KIR that can be presented as
part of a prospectus and on the website. This would assist with contacting companies or
preparing for industry visits at short notice.
Apply to participate in an Entrepreneur in Residence programme either through the
University scheme or directly with industry partners

Grants funded
During the year, the Trust continued to support the research activities of the Institute. This included
providing funding to cover half the salary of a molecular analytics group leader (with the balance
coming from the Li Ka Shing Centre) to work between the Institute and the Target Discovery Institute
(TDI) to focus on analysis, informatics and presentation of proteomics and clinical informatics
datasets.
A grant was also awarded for a light sheet microscope to be purchased and installed as part of the
Institute’s Cell Dynamics Platform. The Cell Dynamics Platform was established to provide the
Institute’s researchers with access to cutting-edge technologies to facilitate the delivery of
fundamental discoveries leading to new therapies. The light sheet microscope will fill an unmet need
for large-scale imaging of cleared tissues and whole organs at a single-cell resolution.

4. Other Research Funding
Arthritis Therapy Acceleration Programme (A-TAP)
During the year, the Trust undertook a mid-term review of the Arthritis Therapy Acceleration
Programme (A-TAP), a £7m initiative funded by the Trust in 2017 which brings together the
Universities of Birmingham and Oxford and seven NHS partners, with the aim of supporting and
developing novel treatments for arthritis based on the underlying causes of inflammatory disease.
The programme takes an innovative approach to translational inflammation research through the
application of unique and rigorous signal-seeking experimental medicine studies leading to rapid
adoption into clinical trials, underpinned by novel trial design. The expectation is that results will
help treat the cause of disease not just their symptoms, and help develop a new taxonomy of
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disease that moves away from a traditional “organ-based, speciality-focussed” approach to a
process-driven, pathway-focussed classification for inflammatory diseases.
The Trust’s Research Committee considered a report presented by the Director of A-TAP, Professor
Chris Buckley, together with reviews by independent industry representatives. The Committee
reported to the Board its satisfaction with the progress of the Programme.
Kennedy Trust Senior Research Fellowships
Following its second call for proposals issued in 2019, the Trust awarded two Senior Research
Fellowships this year on the recommendation of the independent panel appointed for that purpose.
Panel members were Professors Yasmine Belkaid (NIH), Richard Loeser (University of North Carolina)
and Connie Weyand (Stanford). Five-year fellowships were 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.
Both fellows have now taken up their awards.
MB PhD Scheme
When the Trust undertook a review of its research funding strategy in early 2019, it identified the
need to support researchers and, in particular, young scientists. Mindful of the importance of
clinician scientists and the key role they play in translating discovery into clinical use, the Trust
decided to support an MB PhD training route for aspiring clinician scientists to undertake the
vocational training of a medical degree in tandem with the research expertise of a PhD in areas of
research relevant to musculoskeletal and other inflammatory diseases.
Having looked with interest at CRUK’s Clinical Academic Training Programme Awards which were
announced in 2019, the Trust decided to build on the success of those awards by issuing a call for
proposals to those universities which received funding for CRUK MB PhDs. Under that call, those
universities were invited to apply for a 5-year programme, funding five annual cohorts of up to four
students each (with the Trust expecting to support between twelve and fifteen students per annum
in total), with the expectation that students would engage in research of direct or indirect relevance
to any musculoskeletal or inflammatory diseases.
The call was issued in May 2020 and six proposals were received. A panel, consisting of Professor Sir
Stephen Holgate and Professors Sara Marshall (Wellcome Trust) and John Isaacs (Newcastle
University), was convened to consider the applications. Interviews with applicants were held in
November 2020. The panel’s recommendations for funding will be presented to the Board and it is
expected that the first students recruited under the scheme would start their studies in the autumn
of 2021.
Collaboration with Versus Arthritis
As reported last year, the Trust has been working with Versus Arthritis to explore the possibility of
developing an initiative on a systems biology approach to understanding and treating fatigue. A oneday workshop, which brought together participants from a broad set of disciplines together with
patient representatives, was held in February 2020 with the aim of identifying priorities for
musculoskeletal fatigue research.
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The Workshop identified three core themes to be addressed:
•

•

•

Defining Fatigue – agree robust and systematic definitions and measurements of
fatigue that incorporate both physical and cognitive aspects. This should span
different diseases, take into account the entire life course, and involve people living
with fatigue from the outset.
Understanding Fatigue – to understand the diversity and differences of people with
fatigue by identifying endotypes and causal pathways at all levels (e.g. molecular,
cellular, and psychosocial) during steady state and following challenge/stress.
Solutions – preventing, managing, and intervening, with fatigue as the primary focus
and outcome measure.

As a first step, the parties are now looking to commission systematic reviews in the broad areas of
chronic fatigue measurement, assessment, and treatments, with the aim of identifying gaps in
evidence and needs for future research and funding.
Kennedy Trust Maini Feldmann Prize
Following the decision by the Board to establish a new international prize named after Professor Sir
Ravinder Maini and Professor Sir Marc Feldmann in recognition of their ground-breaking work
identifying anti-TNF therapy as an effective treatment for rheumatoid arthritis and other
inflammatory diseases, the Trust has continued to explore with the Academy of Medical Sciences the
possibility of working in partnership over the launch and management of the prize.
Covid-19 Research
During the year, the Trust made two awards in support of research related to Covid-19.
The first was awarded to Dr John Grainger and Professor Tracy Hussell at the University of
Manchester for their project on immune profiles of poor outcome and recovery in Covid-19 patients.
Based on emerging knowledge of Covid-19, there is now an enormous effort to identify whether
current immune modulatory strategies could be repositioned to fight the disease. The project uses a
combination of high dimensional flow cytometry, multiplex cytokine and chemokine bead array and
whole blood transcriptomics to comprehensively investigate the peripheral immune profile of Covid19 patients across the disease time course.
The second grant was awarded jointly with Versus Arthritis to Professors Frances Williams and
Carmine Pariante at King’s College London to investigate chronic fatigue in Covid-19 patients. The
Covid-19 outbreak has provided a perfect opportunity to examine the influence of pre-existing
measures of immune function on the occurrence, severity, and persistence of fatigue. The research
involves the collection of longitudinal clinical data in existing cohorts already well phenotyped for
their immune function, and the examination of immune predictors of Covid-19-related fatigue. The
project will test the hypothesis that premorbid immune status predicts chronic post-viral fatigue and
will lead to a better understanding of mechanisms of fatigue, which is commonly associated with
musculoskeletal and inflammatory disease.
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5. Grant Funding During the Year
During the year, the Trust issued 11 grants to the Kennedy Institute at Oxford totalling £3,926,416.
Senior Research Fellowship awards were issued to University of Birmingham (£2,397,404) and to
University of Edinburgh (£1,978,322). The Trust made two awards in support of research related to
Covid-19 to King’s College London (£100,000) and University of Manchester (£85,000).

Committed
Grants

Fellowships

Studentships

Core Facilities

Directors Fund

Institute Iniatitives

COVID-19 Support*

Fellowships
Studentships
Core Facilities
Staff Appointments
Director’s Fund
Institute Initiatives
Covid-19 Support*
Institute Building

£'000

%

5,126
1,498
505
361
300
286
285
126

61%
18%
6%
4%
4%
3%
3%
1%

8,487

100%

Staff Appointments

* Versus Arthritis is providing £50,000 for co-funding of a Covid-19 Fatigue initiative with
King’s College London.
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6. Impact Report
The primary objective of the Trust is to support research into inflammatory diseases, both through
the Kennedy Institute at Oxford and elsewhere, and to invest in the future scientific leaders in the
field. As part of the Trust’s commitment to promote the research it funds and disseminate its
outputs, the Trust’s website was substantially revised during the year with a greater focus on its
research initiatives and the people and programmes it supports.
Also during the year, the Trust adopted Researchfish as a tool to gather information on the
outcomes and impact of the research it funds. Researchfish is a reporting platform designed to help
research funders, charities, research organisations and research centres to collect impact-related
data to advocate research and inform funding strategies.
An initial pilot reporting exercise was carried out in September/October 2020 with a small selection
of eight Trust-funded projects. The outcome showed that Trust funding for just these eight projects
has led to 23 publications in scientific journals, 10 public engagements (such as through talks or
TV/radio) and 13 collaborations with other research groups, as well as the development of new
research tools, therapeutic interventions, and databases.
One of the outcomes identified was from the research group at Manchester, part-funded by the
Trust, which used longitudinal analysis of fresh blood samples from hospitalized Covid-19 patients to
search for biomarkers that signal impending progression to severe disease. They found that
premature release of immature myeloid cells from the bone marrow contributes to innate immune
dysfunction, causing more extensive lung damage and poorer clinical outcomes. These findings
suggest that early treatment of Covid-19 targeting emergency myelopoiesis may help reduce the risk
of subsequent clinical deterioration.
Also, during the year, a group at the Kennedy Institute (funded by the Trust, Versus Arthritis and the
Wellcome Trust) identified a new target to treat anaemia in inflammatory disease. Many patients
with rheumatoid arthritis, inflammatory bowel disease and ankylosing spondylitis also develop
anaemia, which may impair their ability to exercise and perform normal activities. The cause of this
anaemia is complex but is partly attributable to the effects of inflammatory molecules (cytokines) on
the bone marrow, which produces new blood cells. In work published in the Journal of Experimental
Medicine, a team of researchers led by Dr Thibault Griseri, showed that the cytokine interleukin-33
(IL-33) suppresses the production of new red blood cells in an experimental model of inflammatory
arthritis and in human cells. This novel effect is caused by a direct effect of IL-33 to inhibit
differentiation of red blood cell progenitors into mature cells. This work identifies a new potential
target for the treatment of anaemia occurring as a comorbidity in patients with chronic
inflammatory diseases.
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7. Intellectual Property
The Trust has owned a broad portfolio of patents which included the key US, Canadian and European
anti-TNF therapy patents which were licensed out and which together were responsible for
generating the Trust’s past royalty income.
Early in 2018, in a lawsuit brought against the Trust and Janssen in Canada by Pfizer, the courts
upheld the validity of the Trust’s Canadian patent and ruled that sales in Canada of Pfizer’s biosimilar
version of infliximab infringed it. This decision was appealed by Pfizer, with the appeal heard in
October 2019. The Appeal Court issued its verdict at the end of January 2020 setting aside the
original judgement and returning it to the Federal Court for reconsideration of a couple of patent
validity issues relating to anticipation and obviousness. As a result, the damages trial, which had
already started, was adjourned. Following a hearing in September 2020 to reconsider the issues
questioned by the Appeal Court, the Federal Court upheld its original decision finding the Trust’s
patent valid and infringed. The damages trial will recommence in February 2021.

8. Future Plans
The Board will review progress against the research funding strategy it agreed in March 2019.
The Trust hopes to fund its first MB PhD schemes in UK universities to support aspiring young
clinician scientists, with the first cohort starting in the autumn of 2021.
Working in partnership with Versus Arthritis, we will issue a call for proposals for a collaborative
group to conduct a comprehensive scoping review in order to help understand the measurements,
assessments and treatments used for all forms of chronic fatigue and identify gaps for future
research.
We will continue our discussions with the Academy of Medical Sciences as we jointly develop a new
international scientific prize in translational research, with a view to launching the prize in 2021/22.
In line with the Board’s funding strategy decided in March 2019, the Trust will look to establish and
support an Alumni network of Kennedy Trust funded students, fellows and Principal Investigators,
with a view to organising an initial networking event in late 2021/early 2022.
The Board will consider the recommendations arising from the Finance and Investment Committee’s
review of its investment strategy and the fiduciary manager retendering exercise.
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FINANCIAL REPORT
The Covid-19 outbreak and the resultant global lockdowns adversely affected the values of the
Trust’s investments, however since the initial impact in March 2020, the Trust has benefited from a
material recovery. The impact of Covid-19 is reflected in the loss on investments of £14m driving the
overall net loss for the year of £15m. However, the Finance and Investment Committee is satisfied
that its diversified investment strategy will protect the Trust’s investments, and there are adequate
levels of reserves to support the Trust’s long-term planned spend. The impact of Covid-19 on the
Trust’s investments is detailed in the “Review of Investment Activities”.
Gross royalty income received during the year was £0.9m (2019: £1.3m). With the revocation of a
European patent in November 2019, patent income has diminished.
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 £0.6m (2019: £3.3m) 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.
The costs incurred in prosecuting the Trust’s patent portfolio were £0.100m (2019: £0.200m). The
current year decline reflects reduced patent protection activity. With the revocation of one of the
Trust’s European patents in November 2019, royalties have diminished and are expected to remain
at these reduced levels until expiration of the remaining Supplementary Protection Certificates in
2022.
Total support costs during the year amount to £0.424m (2019: £0.544m) and these costs are
allocated over Trust activities in accordance with time spent, invoices directly allocated or another
fair method of allocation. The 2019 support costs were higher due to greater levels of prior year
activities including the Trust’s office move and recruitment of both staff and Trustees.
Governance costs are not shown separately in the Statement of Financial Activities. They are
however analysed in Note 7 to the Accounts. They totalled £0.168m in 2020 (2019: £0.251m) which
represents less than 2% of funds expended. 2020 costs have reduced considerably resulting from a
lower level of legal costs given the costs incurred in the prior year dealing with a matter related to
Trustee recruitment, and staff and Trustee recruitment.
The committed grants in 2020 were £8.487m against £8.722m in 2019. The figure shown in the
accounts included a write back of grants of £0.735m (2019: £0.280m). Grants awarded have
reduced slightly on the prior year reflecting a lower level of grants awarded to the Kennedy Institute
(£4.7m) due to a decline in the level of infrastructure initiatives, substantially offset by Kennedy
Trust Senior Research Fellowships awards totalling £4.376m to University of Birmingham (for Dr
Adam Croft) and to University of Edinburgh (for Dr Rebecca Gentek).
The amount spent by the Trust during the year reflects grants committed in earlier years so does not
fall in proportion to the grants committed. The spend in 2020 was £5.332m (2019: £5.984m).
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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.
There was a change in key management personnel during the period with the retirement of the
Company Secretary Mrs. Sue Preston and the appointment of her successor Mrs. Susan Johanson on
10th December 2019.
Further information on key management personnel is detailed in Note 8 to the Accounts.
The Trust does not fundraise and does not deal with the public directly. A minimal amount of
unsolicited donations were received in the year, therefore the Charity does not need to follow a
fundraising standards scheme.

REVIEW OF INVESTMENT ACTIVITIES
The Trust’s investment objective remains to achieve a total return in excess of inflation, defined as
CPI + 3% over the longer term through a well-diversified portfolio with an appropriate level of
liquidity and risk.
As a result of the Covid-19 outbreak and the consequential global lockdowns, the Trust’s
investments were subject to a reduction in value, however the Trust’s well-diversified portfolio
enabled a partial recovery since the initial impact of Covid-19 in March 2020. The investment
portfolio at year-end was valued at £302.3m (2019: £316.5m).
The net return on investments at -2.21% substantially resulted from the impact of Covid-19 driven
by the negative performance of equities (returning -6.85%), particularly in UK stocks, partially offset
by a strong UK Gilts return of 10.06%. The Trust incurred a £14.3m loss on investments of which
£12.2m is unrealised and £2.1m realised.
Although the Trust is reporting a negative return for 2020 the Finance and Investment Committee is
satisfied that that its diversified investment strategy should deliver the longer-term return it is
seeking and is confident in its Investment Adviser’s view that the Trust can continue to meet its
long-term spending plans.
The Finance and Investment Committee is responsible, in consultation with its investment advisers,
for the development of the investment strategy for the Trust and monitors investment performance
at its quarterly meetings. The investment managers submit quarterly reports to the Committee and
are invited to present when a more intensive review of performance and process is undertaken. SEI,
a substantial US fiduciary manager, is responsible for managing 76% of the Trust’s assets. SEI also
provide advice on investment strategy.
The investments overseen by SEI are in collective schemes that they manage. These include bonds,
public equities, private equity, structured credit, and alternative investments. SEI select a wide range
of managers within the funds, to diversify manager risk.
Newton Investment Management Ltd and Ruffer LLP are responsible for 6.7% and 6.9% respectively
of the portfolio. In addition, there are three holdings in charity property funds with Mayfair Capital,
Savills Investment Management and CCLA which represent 10.0% in value of the portfolio.
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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.
In the current year, LCP were engaged to advise on retendering of the Trust’s fiduciary manager. The
Board will consider the recommendations from the Finance and Investment Committee on this
matter in the 30 September 2021 year.
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
the application of their Environmental, Social and Governance (ESG) policies. These are reviewed at
the manager meetings. 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.
The Trust’s approach to responsible investment is intended to be consistent with its duty to secure
satisfactory long-term returns from the investment of its charitable funds. The Trustees expect their
fund managers to consider the ESG policies of companies alongside other factors that will affect
their long-term investment prospects.
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 ESG policy.
However, ESG policy has been highlighted as a key issue in the fiduciary manager re-tendering
exercise and it is expected that it will have greater influence on investment policy in future.
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Investment Portfolio Split by Manager

%

SEI

Ruffer

Newton

Savills

CCLA

Mayfair Capital

£'000

%

SEI
Ruffer
Newton
Savills
CCLA
Mayfair Capital
Charifund

229,900
20,728
20,239
10,283
9,981
9,929
1,233

76.0%
6.9%
6.7%
3.4%
3.3%
3.3%
0.4%

TOTAL

302,293

100.0%

Charifund
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Investment Portfolio Split by Type

%

International Equity

UK Fixed Income

Illiquid Asset Strategy

International Fixed Income

Property

UK Equity

Other

Cash

30 Sep 2020
£'000

%

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

112,905
45,159
42,876
32,812
30,193
27,532
8,751
2,065

37.3%
14.9%
14.2%
10.9%
10.0%
9.1%
2.9%
0.7%

Total

302,293

100.0%
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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.
Risks can have a short term and/or a long term impact on the Trust's ability to meet its objectives.
Those monitoring each risk advise the Board on actions that should be taken to manage risk, and
report periodically on the effectiveness of their oversight.
The Trust has identified the following principal risks and steps to mitigate the risk.
Impact of stock market decline – the Trust has engaged an external fiduciary manager, and pursues
an asset allocation policy to diversify risk and conserve capital in real terms. There are regular
reviews of investment strategy and policy (in light of the Trust’s financial plans) by the Finance and
Investment Committee and the Trust’s fiduciary manager. These are tabled at Board meetings for
discussion and approval. The Trust considers that it is unlikely to be impacted by short-term market
volatility given the portfolio is well-diversified and there are sufficient liquid assets to meet its
spending requirements.
Failure of the Trust to earn an appropriate return from its assets – the Trust has engaged external
investment managers, who provide at least annual update presentations to the Finance and
Investment Committee, along with quarterly performance reviews. Regular reviews of long-term
expected returns compared with expected spending are performed.
Risk of loss of Chairman and other 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 cybercrime – the Trust uses cloud-based secure storage and maintains protection software.
The Trust employs external IT consultants to ensure data 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).
19

The Kennedy Trust for Rheumatology Research
Annual Report for the Year Ended 30 September 2020

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 £3.620m of
the grants issued to Oxford during the year (2019: £3.580m) have been set against this fund.
The balance as at 30 September 2020 was £6.009m (2019: £9.629m).
The Trust signed a further agreement with the University of Oxford on 18th October 2018 under
which it restated its intention to support the Kennedy Institute at Oxford. A designated fund of
£22.103m was set up in the 2019 financial year 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 30 September 2020 was £1.085m (2019: £1.091m).
As at 30 September 2020 the monies held in designated funds amounted to £29.197m distributed
across the following funds:

Legal Expense Fund
Oxford Research Grant Fund
Oxford Research Grant Fund 2021

£ ‘000
1,085
6,009
22,103
29,197

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 2020, total reserves are £276.3m
(2019: £291.7m). Excluding restricted funds (£1.2m) and designated funds (£29.2m) leaves £245.9m
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 the Trust to hold
income in reserve. The Trust’s policy had 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 longterm support to scientists working in the fields of fundamental and translational research into
musculoskeletal and related diseases along with future Covid-19 responses.
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As at 30 September 2020, total Trust funds stood at £276.3m (2019: £291.7m) held in the following
types of fund:
£ ‘000
Endowment Funds
General Fund
Designated Funds

1,233
245,847
29,197
276,277
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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 Sir Stephen Holgate,
Chair of the Board of Trustees

David Paterson,
Chair of the Finance and Investment Committee

23rd March 2021
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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 2020 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
2020 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 FRC’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.

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
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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.

Responsibilities of trustees
As explained more fully in the trustees’ responsibilities statement [set out on page 24], 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.
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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.
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:

29 March 2021

MHA MacIntyre Hudson is eligible to act as an auditor in terms of section 1212 of the Companies Act
2006.
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ACCOUNTS
Statement of Financial Activities for the year ended 30 September 2020
(incorporating Income and Expenditure Account)
Note

Incoming from Charitable Activities
- Donations and Legacies

Unrestricted
Funds
2020
£'000

Total
Funds
2020
£'000

Total
Funds
2019
£'000

3

3

4

924
66
50

924
66
50

1,337
92
0

7,762

7,762

9,700

0

0

4

8,805

8,805

11,137

Incoming from other trading activities
- Royalty Income
- Reimbursement of Patent Costs
- Co-funding of Research Initiatives
Investment Income

10b

Other Income
- Exchange gain
Total Income

Endowment
Funds
2020
£'000

Expenditure on Charitable Activities
- Research Funding

4,12

8,066

8,066

8,695

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

4, 5
4, 5
4, 5

96
612
1,188

96
612
1,188

200
3,293
1,774

Other Expenditure
- Exchange loss

1

1

0

Total Expenditure

9,963

0

9,963

13,962

(1,158)

0

(1,158)

(2,825)

(11,724)
(2,151)
(13,875)

(395)
(395)

(12,119)
(2,151)
(14,270)

10,539
472
11,011

Net (Loss)\Income

(15,033)

(395)

(15,428)

8,186

Total Funds brought forward

290,077

1,628

291,705

283,519

275,044

1,233

276,277

291,705

Net Loss before Investment (Losses)\Gains
Net (Losses)\Gains on Investments
Unrealised Investment (Loss)\Gain
Realised (Loss)\Gain

Total Funds carried forward

10a
10a

15

The detailed 2020 comparative Statement of Financial Activities is reported in note 2.
The notes on pages 31 to 47 form part of these financial statements.
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Balance Sheet as at 30 September 2020

Fixed Assets
Investments

Current Assets
Debtors
Cash at Bank and in hand

Note

30 September 2020
£'000

30 September 2019
£'000

10a

302,293
302,293

316,541
316,541

11

803
1,906
2,709

1,279
1,055
2,334

(532)
(8,931)
(9,463)

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

(6,754)

(8,320)

295,539

308,221

13

(19,262)

(16,516)

14

276,277

291,705

15
15

29,197
245,847
275,044
1,233
276,277

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

Creditors (amounts falling due within one year):
Sundry Accruals and Creditors
12
Grant Payments due within One Year

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

15

Company Registration Number: 963832
These Accounts were approved by the Trustees and authorised for issue on 23rd March 2021.

Professor Sir Stephen Holgate
Chair of the Board of Trustees

David Paterson
Chair of the Finance and Investment Committee

The notes on pages 31 to 47 form part of these financial statements.
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Statement of Cash Flows for Year ended 30 September 2020
Year Ended
30 September 2020
£'000

Year Ended
30 September 2019
£'000

(6,889)

(30,571)

Cashflow from Investing Activities (Note b)

7,740
851

7,958
(22,613)

Cash and cash equivalents at 1st October

1,055

23,668

Cash and cash equivalents at 30 September

1,906

1,055

2020
£'000

2019
£'000

(15,428)

8,186

Investment income
Losses/(gains) on investments
Increase/(decrease) in creditors
Decrease in debtors

(7,762)
14,270
1,555
476

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

Net Cash Flow from Operating Activities

(6,889)

(30,571)

2020
£'000

2019
£'000

(16,560)
16,538
7,762

(28,335)
26,593
9,700

7,740

7,958

30 September
2019
£'000

Cash Flows
£'000

30 September
2020
£'000

1,055

851

1,906

Net cash used in Operating Activities (Note a)

a. Net cash used in Operating Activities

Net (expenditure)/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

30

The Kennedy Trust for Rheumatology Research
Annual Report for the Year Ended 30 September 2020

The Kennedy Trust for Rheumatology Research
Year ended 30 September 2020
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 22 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.
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.
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(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.
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
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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 by the Trust’s employees. 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 6.
(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.
(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. The Trustees have deemed that the
fair value of unlisted open ended investment companies (OEIC’s) and illiquid property fund
investments, equates to the charity’s share of the Net Asset Value (NAV) of the assets held, based
on the market prices as at the valuation date. Investment gains and losses are shown split between
realised and unrealised.
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(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.
(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 and the
impact of Covid-19. The budgeted income and expenditure is sufficient with the level of reserves for
the charity to be able to continue as a going concern.
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(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 of
the Net Asset Value (NAV) of the assets held, based on the market prices as at the valuation date. All
other investments are classified as basic financial instruments and held at their market value.
(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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Notes to the Financial Statements
2. Detailed Comparatives for the Statement of Financial Activities
Unrestricted Funds
2019
£'000

Endowment Funds
2019
£'000

Total Funds
2019
£'000

4

0

4

Incoming from other trading activities
- Reimbursement of Patent Costs
- Royalty Income

92
1,337

0
0

92
1,337

Investment Income

9,700

0

9,700

Other Income
- Exchange

4

0

4

Total Income

11,137

0

11,137

Expenditure on Charitable Activities
- Research Funding

8,695

0

8,695

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

200
3,293
1,774

0
0
0

200
3,293
1,774

Total Expenditure

13,962

0

13,962

Net Income before Investment Gains

(2,825)

0

(2,825)

Net Gains/(Losses) on Investments

11,013

(2)

11,011

8,188

(2)

8,186

281,889
290,077

1,630
1,628

283,519
291,705

Incoming from Charitable Activities
- Donations and Legacies

Net Income

Total Funds brought forward
Total Funds carried forward
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3. Net Income for the Year
Net income for the year is arrived at after charging the following:
Year Ended
30 Sept 2020
£'000

Year Ended
30 Sept 2019
£'000

Auditor's Remuneration (for audit services only)

20

18

Exchange Rate (Loss)/ Gain

(1)

4

Lease expense

80

88

4. Analysis of Expenditure
Direct
Costs
£'000

Support
Costs
£'000

Total
Year Ended
30 Sept 2020
£'000

Total
Year Ended
30 Sept 2019
£'000

Royalty Sharing Payments
Investment Advice
Intellectual Property Protection
Research Science Funding

589
1,125
65
7,759

23
63
31
307

612
1,188
96
8,066

3,293
1,774
200
8,695

Total Resources Expended

9,538

424

9,962

13,962

The total awards granted (for both Research Science and Infrastructure) was £8.487m (2019: £8.722m).
The £7.759m Research Science Funding shown above is net of grant write backs and other adjustments of
£0.728m (2019: £0.280m) which took place during the year.
Details of grants awarded during the year are shown on page 11 in the Trustees' Report.

2019 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 2019
£'000

3,197
1,716
32
8,473

96
58
168
222

3,293
1,774
200
8,695

13,418

544

13,962
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5. Support Costs
The total support costs incurred by the Trust amount to £0.424m (2019: £0.544m). 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.

6. Analysis of Support Costs
Research

Royalties

Investment

£'000

Intellectual
Property
£'000

£'000

£'000

2020
Total
£'000

133

13

16

43

205

46

5

0

0

51

Governance Costs

128

13

7

20

168

Total

307

31

23

63

424

Staff Costs
Office and General Costs

Staff costs are apportioned according to time spent on various activities. Other costs are allocated directly.
2019 Comparatives
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

0

86

Governance Costs

98

84

48

21

251

222

168

96

58

544

Total

7. Analysis of Governance Costs

Office Costs
Audit & Accountancy
Other
Legal & Professional
Recruitment Costs

Year Ended
30 Sept 2020
£'000

Year Ended
30 Sept 2019
£'000

128
20
10
7
3
168

115
17
23
76
20
251

2020 costs have reduced considerably resulting from a lower level of legal expenses given the costs incurred in
the prior year dealing with matters related to trustee and staff recruitment
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8. Payments to Trustees and Staff Costs
The members of the Board of Trustees receive no emoluments for their service in that capacity.
11 Trustees (2019: 13) have been reimbursed for travel and subsistence expenses directly incurred in carrying out
their activities as Trustees at a cost of £1,566 (2019: £4,947).
Included in the 2019 Governance Costs is £1,620 that was paid on behalf of a former Trustee in relation to Trustee
recruitment (refer note 7).
Total staff costs are set out in the table below.

Staff Costs and Consultancy Costs

Staff Salaries
National Insurance
Employer contributions to pensions
Total Staff Costs

Year Ended
30 September 2020
£'000
171
16
17
204

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

The total employer pension contributions made in respect of higher paid employees were £10,001
(2019: £16,995).
Average staff numbers during the year comprise 4 part-time (1.9 full time equivalent) members of staff
(2019: 2 part-time staff being 1.5 full-time equivalent).
The Chief Executive Officer and the Secretary to the Board form the Trust's key management personnel.
Total remuneration paid to key management personnel:

Staff Salaries
National Insurance
Employer contributions to pensions
Total Staff Costs

Year Ended
30 September 2020
£'000
154
15
15
184

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

The table below summarises the number of employees who received £60,000 or more in the year:

Employees paid between £70,000 and £80,000
Employees paid between £90,000 and £100,000
Employees paid between £100,000 and £110,000

2020

2019

0
0
1

1
1
0
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9. Related Party Transactions
Royalty income from Janssen has been included in incoming resources (2019 included Abbvie, Celltrion and
Hospira). 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 an employee of the Kennedy Institute of Rheumatology, responsible with
Professor Sir Marc 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 Sir Marc are entitled to an equal share of royalty income.
Following Sir Ravinder'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 2020 £156,656 (2019: £850,118) was receivable by Sir
Ravinder. The balance outstanding at the year-end was £53,757 (2019: £117,978).
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10. Investments
(a) Investments held with Investment Managers

Movement on Investments:
Market Value brought forward
Net Additions at Cost
Disposals at Market Value
Realised (Loss)/Gain
Unrealised Investment (Loss)/Gain
Market Value carried forward

Historic Costs of Investments
Cumulative Unrealised Gains

30 September 2020
£'000

30 September 2019
£'000

316,541
16,560
(16,538)
(2,151)
(12,119)
302,293

303,788
28,335
(26,593)
472
10,539
316,541

244,690
57,603
302,293

244,143
72,398
316,541

The Statement of Financial Activities included net losses on investments of £14.270m (2019: gain of £11.011m)
which includes unrealised losses of £12.119m (2019: gain of £10.539m).

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 2020
£'000

30 September 2019
£'000

205,855
24,045
71,160

219,135
24,579
71,199

83

110

1,150
302,293

1,518
316,541

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 and a segregated portfolio company
based in the Cayman Islands.
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10. Investments – continued
(b) Investment Income

Bank Interest
Listed and Unlisted Investments
Total Investment Income

2020
£'000

2019
£'000

1
7,761
7,762

7
9,693
9,700

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

11. Debtors

Royalty Accrued Income
Other Accrued Income
Sundry Debtors
Total Debtors

30 September 2020
£'000

30 September 2019
£'000

316
348
139
803

757
453
69
1,279

30 September 2020
£'000

30 September 2019
£'000

202
325
5
0
532

444
455
6
600
1,505

30 September 2020
£'000

30 September 2019
£'000

19,262
19,262

16,516
16,516

12. Sundry Creditors and Accruals

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

13. Creditors falling due after more than one year
The balance of grants payable is as follows:

Grant Payments due after one year
Commitments and Provisions due after one year
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14. Analysis of Net Assets as at
30 September 2020
Unrestricted Endowment
Funds
Funds
£'000
£'000
Fixed Assets:
Investments
Current Assets
Debtors
Cash at Bank and In Hand

Current Liabilities
Long Term
Liabilities

Total
£'000

30 September 2019
Unrestricted Endowment
Funds
Funds
£'000
£'000

Total
£'000

301,060

1,233

302,293

314,913

1,628

316,541

803
1,906
303,769

0
0
1,233

803
1,906
305,002

1,279
1,055
317,247

0
0
1,628

1,279
1,055
318,875

9,463

0

9,463

10,654

0

10,654

19,262
275,044

0
1,233

19,262
276,277

16,516
290,077

0
1,628

16,516
291,705
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15. Funds
30 September
2019

Income/
Expenditure

£'000

£'000

Expenditure
from
Designated
Funds
£'000

Transfers

Investment
(Losses)
/Profits

30 September
2020

£'000

£'000

£'000

109

(27)

82

Kennedy Endowment Fund

1,519

(368)

1,151

Total Endowment Funds

1,628

0

0

0

(395)

1,233

257,255

(1,158)

5

3,620

(13,875)

245,847

Endowment
Funds
Maynard Jenour Fund

Unrestricted
Funds
General Fund
Designated Funds
Legal Expense
Fund

1,090

Oxford Research
Grant Fund

9,629

Oxford Research
Grant Fund 2021

22,103

(5)

1,085
(3,620)

6,009
22,103

Total Designated
Funds

32,822

0

(5)

(3,620)

0

29,197

Total Unrestricted
Funds

290,077

(1,158)

0

0

(13,875)

275,044

Total Funds

291,705

(1,158)

0

0

(14,270)

276,277

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 Kennedy Institute of
Rheumatology at Oxford. The designated fund represents funding of £3m pa (adjusted for inflation) over the
period incurred until 31st July 2021. £3.620m (2019: £3.580m) was transferred from General Funds to the Oxford
Research Grant Fund constituting funding of this obligation. No grant creditor has been shown as the Trust has
the right to refuse payment if no suitable projects are put forward.
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A further agreement with the University of Oxford was signed in October 2019 which indicated the intention of
the Trust to contribute funds to the Kennedy Institute of Rheumatology at Oxford for a further five years from 1st
August 2021 to 31st 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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15. Funds – continued
2019 Comparatives
30 September
2018

Income/
Expenditure

£'000

£'000

Expenditure
from
Designated
Funds
£'000

Transfers

Investment
(Losses)
/Profits

30 September
2019

£'000

£'000

£'000

Endowment
Funds
Maynard Jenour Fund

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

Unrestricted
Funds
General Fund
Designated
Funds
Legal Expense
Fund

6,103

Oxford Research
Grant Fund

13,209

(3,580)

9,629

Oxford Research
Grant Fund 2021

0

22,103

22,103

Total Designated Funds

19,312

Total Unrestricted Funds

281,889

Total Funds

283,519

0

(13)

13,523

0

32,822

(2,825)

0

0

11,013

290,077

(2,825)

0

0

11,011

291,705
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16. Financial Commitments and Contingent Liabilities
The Trustees are committed to funding, at least in part, the Kennedy Institute of Rheumatology at Oxford.
Resources are being set aside in designated funds. Refer to note 15 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 £0.511m as at 30 September 2020 (2019: £0.513m).
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:

Expire

<1 year
2-5 years
>5 years

30 September 2020
£'000

30 September 2019
£'000

55
55

66
56
122
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