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The Directors have pleasure in presenting their Strategic Report for the Group which consists of the charitable company,

UKBiobank Limited (“the Charity”) and its wholly owned trading subsidiary, UK Biocentre Limited, for the year ended 30

September 2014.

Thereport provides a review ofthe activities and business for the Group andoutlines its development and performance for

the financial year, the financial position at the end of the year and an outline ofits plans for the future. The report also

describes the risks facing the Group and howthese risks are managed.

BUSINESS AND ACTIVITY REVIEW

Background

The Charity was established in 2003. The Charity is a medical research project originally set up and funded by The

Wellcome Trust medical charity, Medical Research Council, Department of Health, Scottish Government and the

Northwest Regional Development Agency.It has also been supported by the National Institute of Health Research, British

Heart Foundation, Welsh Assembly Government, and Diabetes UK.

The aim of The Charity is to improve the prevention, diagnosis and treatment of a wide range of serious andlife-

threateningillnesses including cancer, heart diseases, stroke, diabetes, arthritis, osteoporosis, eye disorders, depression and

forms of dementia. During the period from 2006 to 2010, The Charity recruited 500,000 people (‘participants’) aged

between 40-69 years, from across the country, to take part in this project. The participants underwent measures, provided

blood, urine and saliva samples for future analysis and shared detailed information about themselves. In addition the

participants provided permission for the Charity to be updated on their future health. This provides a powerful resource, by

creating a large prospective epidemiological study, which medical researchers are able to access at minimal cost and utilise

in undertaking a vast diversity of medical or people based research.

Funding received for this initial phase up to 2010 was £65,750,000 which included funding for the development of a

comprehensive ethical framework under whichthe data collected is stored, used and made available to researchers.

The Charity was granted further funding of £24,961,541 for the five year period 2011 to 2015. This next stage of the

project has focused and continues to focus on further enhancing the resource and making it available to the medical

research community. As part of the initial recruitment, participants gave their consent for the Charity to link to their past

and future healthcare records. Oneofthe principal objectives of the current phaseof the project has been to establish these

links into the primary and secondary healthcare systems and then review and categorise the outcomes of this linkage to

ensure that the medicaldata held on each participant is as accurate and detailed as possible.

Completion of the access system and ethical approvalofthe associated protocols surrounding how data would be released

to the research community were finalised in early 2012. The Charity’s access protocols are designed to ensure that data is

released to bone fide researchers with a clear outline of the research to be performed. The first medical research

applications to access the resource data were accepted for data release in April 2012. All participant data accessed by

medical researchers is provided on an anonymisedbasis so researchers have no facility to link the data that they receive

back to the individual participants themselves (and are contractually restricted from doing so under the Charity’s material

transfer agreement).

In 2013 a repeat assessment was completed on 20,000 of the participants with the purpose ofallowing scientists whouse

the resource to take accountof changesin the health andlifestyle of participants over time. In addition the Charity received

substantial additional funding in order to undertake a) genetic analysis and b) biomarker analysis on samples from all

500,000 participants. The Charity has also received funding to conduct an imagingpilot of up to 8,000 of the participants

and if the feasibility of this pilot can be confirmed this will lead into a main phase on 100,000 participants. These

enhancementsrepresent significant extra investments in the project and recognise the additional value that can be accessed

from converting the samples collected from participants in the recruitment phase into data. The combination of the

phenotypical and genotypic information on participants, taken in conjunction with their health records, creates a uniquely

rich resource for health research.

In 2011 UK Biocentre Limited was established, as a wholly owned trading subsidiary of the Charity. UK Biocentre

Limited uses the expertise, skills and infrastructure developed in the Charity in order to provide biological sample

processing, sample archiving and sample analysis services for studies undertaken by the broader medical research

community. It therefore extends the benefits brought to the medical research community as a result of the Charity’s

knowledgegains in how to undertakethe logistics of large scale population studies.
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Review of the current financial year and future developments

The Charity
During the financial year, the Charity has made significant progress in the further enhancement of the resource. The

genetic analysis of samples has been completed in 150,000 participants and the remainder of the 500,000 participants’
samples are expected to be analysed during the next financial year. The analysis of biomarkers in the 500,000 participants
is also making good progress and is expected to complete towards the end of 2016. The imaging pilot had scannedits first
1,000 participants by the end ofthe financial year. Initial indications confirm that the rate of imaging ofparticipants is
such as to enable the main phase of the imaging enhancement project to proceed. Further, a study of 100,000 of the
participants using a wrist-worn device to objectively assess physical activity has progressed well with 50,000 data sets
having been collected during the year. These are significant achievements and provide interesting and importantfurther
additions to the research resource created by the Charity.

Progress continues to achieve increased linkage with participant health records in the primary and secondary healthcare
systems. The linked records provide data on the medical consultations and reported conditions of the participants. To
ensure that the utility of this date is maximised it is important that the specific details of any particular condition is

accurately categorised. To achieve this, objective work has continued during the year, in partnership with a number of
university research groups, to study the relevant medical records and develop algorithms which allow for the accurate and
efficient categorisation of conditions in the fields of cancer, cardiac, stroke, vision, mental health and diabetes.

A measure of the Charity’s success is the number ofaccess requests received and processed. Atthe start of the financial
year over 700 researchers had registered an interest to use the Charity’s resource and 42 researches had submitted full

applications and been granted approvalto receive data and/or samples from the resource. By the endofthe financial year

these numbers hadincreased to 1,318 registrations and 92 approved research applications. Of this group 18 have published
their results in peer-reviewed journals (2013: 2). Once published, the results of the research are addedinto the resource to
further strengthenits value. In the financial year examplesofstudies, using data from the Charity’s resource, which have

published are as diverse as a study of occupational causes of chronic disease, the prevalence of facial pain in the
participants, genderdifferences in the association of adiposity and depression and a study into Meniere’s disease(a full list
of publications is available on the Charity’s website at www.ukbiobank.ac.uk).

The Charity is also starting to see the likely impact that the further enhancement projects will have on the volume of

research applications. At the endofthe financial year 157 applications had been received for data relating to the genotype,
biomarkeror imaging projects. In each ofthese areasdata are in the process of being collected. To manage the current and

expected increase in applications the Charity is looking to streamline and simplify its resource access procedures whilst
retaining equivalent levels of data protection and ethical controls. In addition resource numbersin the access team are being
increased to ensure researcher demand can be metwithout risk of delay to application processing.

In April 2014 the Charity received confirmation that its core funding will be extended from July 2015 to the end of June
2017. This reflects the continued support from the Charity’s main funders, The Wellcome Trust and the Medical Research
Council. The Charity will use these funds to continue to maintain and develop the resource, to promote its value within the
research community and encourageaccessfor the benefit of medical research.

The next financial year will see the completion of the project to measure physical activity in 100,000 participants as well as
completion of the genetic analysis of the entire cohort. It is hoped that the imaging pilot will have achieved its objective of
confirmingthat a full scale imaging study is achievable across 100,000 participants and the biomarker project will be over
50% complete. As these projects are completed, so the associated raw data will be available for release to researchers via
the access protocols in place. Additionally within the next financial year the first phase of the outcome adjudication on
linked medical records will complete and moveinto the second phase which seeks to use algorithms developed during the
first phase to confirm and/or sub-classify the medical conditions within the linked data. Increased coverage oflinked
medical records will continue to be developed, particularly within primary care, and the Charity will seek to enter into
agreements with organisations to access these additional medical records underthe termsof the consent already provided
by participants. Further developments include seeking to undertake genetic imputation based on the genetic analysis data,
achieving approvalfor the full 100,000 imaging project and assessing funder interest in the undertaking both an infectious
disease project, seeking to identify assay markers of infectious disease in the 500,000 participants’ samples, and a heart
monitoring project which would allow for the identification ofatrial fibrillation in the participant population. These are
significant projects which would require substantial funding to be identified and so the close relationship between the
Charity, the scientific community and the funders remains vital to the continued relevance and successof the project and

ensuring that the Charity continuesto direct its resources as effectively as possible.
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As existing and potential future enhancements of the resource data are achieved, so the data available to researchers will

grow significantly in terms ofits size. This will be particularly the case should the proposed genetic imputation be

completed andif the full 100,000 imaging project is undertaken. To ensure research data can be madeavailable to as wide

a group ofresearchersas possible and in a waythatis efficient, timely and cost effective, the Charity has initiated planning

workshopsto assess options for presenting these large future datasets.

Further information of enhancementprojects is included in the Consolidated Financial Statements at Note 18: Analysis of

Funds.

UKBiocentre Limited

UK Biocentre Limited seeks to makeitself the partner of choice for medical researchers in the storing, processing and

handling of biological sample collections and, with the expertise gained from its relationship with the Charity, is well

placed to achieve this goal. During the year UK Biocentre Limited has delivered services to researchers at a number of

organisations, most significantly for research groups at the University of Cambridge, Imperial College and the Leukaemia

and LymphomaResearch charity. This has resulted in sales for the year of £727,740 (2013: £560,329) which is an increase

of 30% (2013: 37%) onthe previous year’s sales.

UK Biocentre Limited continues to trade profitably and is cash generative. During the year UK Biocentre Limited signed a

transformational contract with the University of Oxford to design, construct and operate the NIHR National Biosample

Centre in Milton Keynes. This is a state-of-the-art biorepository and sample processing facility being developed following

receipt by Oxford University of a grant from the Departmentof Health. UK Biocentre Limited has signed an agreementto

operate this facility for a period of up to 20 years. Its focus is on providing world class biorepository services to the

Department of Health’s Biomedical Research Centres (BRCs) and other academic and medical research organisations at a

competitive cost.

The National Biosample Centre will commence operations early in the next financial year and as such provides UK

Biocentre Limited with significantly increased capacity from which to offer its services. Discussions with potential

customers of the National Biosample Centre have been positive to date and momentum appears substantial within the

research communityto utilise the facilities being offered by UK Biocentre Limited overthe coming years. This provides a

strong outlook for the next financial year in terms of revenues.

PERFORMANCE

Financial position as at 30 September 2014

The consolidated financial position of the Group at the 30 September 2014 is shownin the Consolidated Balance Sheet

which showstotal Charity funds of £20,558,250 (2013: £15,811,573); £7,347,624 (2013: £8,929,443) held as unrestricted

funds and £13,210,626 (2013: £6,882,130) as restricted funds. Of these funds £11,489,903 (2013: £10,877,659) is held as

fixed assets. The Consolidated Statement of Financial Activities shows Resources Expended during the year were

£11,353,957 (2013: £15,733,027) set against funding and other incomereceived of £16,100,634 (2013: £21,785,291).

Detailed financial information relating specifically to UK Biocentre Limited is included in the Consolidated Financial

Statements at Note 11: Investments.

Funding

The Charity receives funding from its Members, the Medical Research Council and The Wellcome Trust Limited (as

Trustee of the Wellcome Trust), under the terms of a joint venture contract entered into with them in January 2004 (and as

subsequently extended).

In addition, funding in the year has been received from the following:

e Department of Health via the Medical Research Council from the Secretary of State for Health.

e The British Heart Foundation.

e Diabetes UK
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Unrestrictedfunds: Funding

In October 2010 funding of up to £24,961,541 was agreed to be provided to the Charity in order to conduct planned

activities over the next five years including the collection of additional data on participants and linkage to their health

records. These funds are madeavailable by The WellcomeTrust Limited (as Trustee of the Wellcome Trust), the Medical

Research Council and the Departmentof Health via the Medical Research Council from the Secretary of State for Health.

This funding is subject to conditions, but is available for both revenue andcapital requirements.

Funding received during the year ended 30 September 2014, from these funders, was £3,541,323 bringing the aggregate

funding received by the Charity as at 30 September 2014 to £87,211,935. This aggregate funding has been expendedas

follows:

Total

Initialphase:
£

Recruitment of 500,000 participants and the creation of the Charity’s resource 59,300,000

Enhanceddata collection including measuresoffitness, daily activity and visual health 6,450,000

65,750,000

Current phase:

Exploiting the resource to the maximumscientific value and obtain additional data on participants 21,461,935

87,211,935

During the year the membersagreed to extend funding for two further years from 1 July 2015 to 30 June 2017 with a total

grant award of £10,000,000 to cover this period. The objectives of this funding remain consistent with the funding award

for the five year period ending 30 June 2015.

Unrestrictedfunds: Expenditure

During the year the Charity acquired assets to the value of £156,547 (2013: £271,879) and incurred expenditure on

governancecosts, staffing and other costs excluding depreciation, of £4,378,638 (2013: £6,231,148).

Restrictedfunds: Funding

The Charity has been successful in obtaining further funding to enhance the Charity’s resource. The funding awarded and

the amounts received as at 30 September 2014 are as follows:

Funding

Awarded

__

Received as at 1 Received in the Received as at

October 2013 year 30 September
2014

£ £ £ £

Biomarkers EnhancementProject 9,365,000 1,975,184 1,638,901 3,614,085

Pilot Imaging EnhancementProject 9,600,000 953,200 4,616,550 5,569,750

Genetic Analyses Enhancement Project 21,000,000 12,000,000 5,389,194 17,389,194

39,965,000 14,928,384 11,644,645 26,573,028

Restrictedfunds: Expenditure

During the year the Charity acquired assets to the value of £2,718,129 (2013: £2,630,495) for these enhancementprojects

and incurred expenditure onstaffing and other costs excluding depreciation, of £4,397,261(2013: £7,952,485 nil).

Performance measures

To assess the performanceof the Charity and its subsidiary, the Directors use Key PerformanceIndicators (‘KPI’s’). The

use of KPI’s is well embedded in the organisation and metrics are tracked carefully across all projects to monitor progress

and identify challenges such as achieving required participant attendance on the imaging pilot or the number of samples

upon which genetic analysis has been completed. This approach ensures executive management of the Charity are

constantly up to date and aware ofpotential issues or challenges allowing timely intervention or contingency plans to be

put in place without significant impact on the quality, timing or cost of delivery of these projects.

6
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Acrossthe Charity as a whole there are the following key performance indicators which are monitored:

Researcher access request
The Charity’s primary objective is to create a resource that furthers medical research opportunities, and in doing so,

increases the potential for discovery of treatments of medical conditions. As such the number of access requests by

researchers made ofthe resource is the most important KPI used by the Charity to monitor and assess its performance.

Details on this KPI are outlined in the review ofthe currentfinancial year and future developments section above.

Expenditure

Controls over expenditure are paramountto the Charity, dueto the restriction on available funds. Thereis huge potential to

further develop the Charity’s resource and so carefully managing expenditure andprioritising appropriately the activities

undertaken are critical to maximising the value of the resource. In the year the Charity has reported expenditure of

£11,069,920 (2013 £15,300,520). The Charity monitors expenditure via monthly management summaries and a formal

quarterly reforecast and reporting process. Responsibility over expenditure is delegated to project and department

managers who managetheir projects/departments accordingly.

Participant withdrawal
The Charity’s success relies upon the continued support ofits participants as, should large numbersofthem withdraw,there

would be a significant impact on the breadth of the Charity’s resource. Duringthe year a total of 20 participants chose to

withdraw from the project bringing the total to date to 1,140. This represents approximately 0.2% of the participants

included in the cohort and reflects the open and clear communication provided to participants on an ongoing basis by the

Charity, and the understanding of the participants of the benefits their participation brings to future medical research

opportunities.

UK Biocentre Limited

UK Biocentre Limited also uses KPIs in respect of expenditure and in addition carefully reviews customer project margins

against budget expectations as well as revenuelevels. Weekly meetings assess the performance of the projects and ensure

customer expectations are being met with issues highlighted and, where appropriate, elevated for managementreview.

This control framework ensures that projects are delivered at the high standard expected whilst costs are managed and

margins kept at a level sufficient to generate cash and ensure the sustainability of the company but also at a level that

ensures value for money for customers.

Employee matters

The Group has established policies for recruitment, training and developmentofits personnel. It remains committed to

achieving excellence in the areas of health, safety, welfare and protection of employees and their working environment.

The Groupis fortunate in having a stable work-force and the Directors recognise the critical nature of employee inputto the

success of both the Charity and UK Biocentre Limited. Details of number of employees of the Group are included in the

the Consolidated Financial Statements at Note 7: Staff numbers and costs.

The Group holds monthly meetings to updateall staff on key projects or initiatives being undertaken. This aims to create a

clear and consistent understanding acrossall staff of the aims of the Group and encouragestheir input and involvementin

the activities of the Group.

The Group seeks to ensure equal opportunities are available forall existing and potential staff and have proceduresin place

to support disabledstaff or staff encountering circumstances which may require particular considerations in order to enable

them, as far as possible, to perform their roles successfully. As an organisation dedicated to health research the Group

provides employees with access to exercise equipmentto allow those wishing to exercise to do so.

Environmental matters

The Group recognises that it has a responsibility to manage the impact that its operations have on the environment both

now and in the future and is signed up to the Environmental Business Pledge with the aim of using the scheme as a means

to reducing its carbon footprint and associated energy bills. By joining the Environmental Business Pledge scheme, the

Groupconsiders its environmental impacts and hasin place a focus on continuous improvementsin this area.
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Investments

The Charity made no investments during the year.

Reservespolicy

Monies are drawn downbythe Charity from the Membersas and when required, in line with budgets reviewed both by the

Boardof Directors and by the Members.In these circumstances there is no requirementfor the Charity to maintain any free

reserves. However the Trustees are satisfied that there are sufficient reserves for the Charity to continue to operate for the

foreseeable future

RISKS AND UNCERTAINTIES

The principal concern of the Charity is to maintain its resource in a way that is secure, protects the confidentiality of the

participants and maintains the data and samples in a form that is most useful to the scientific community. The Directors

have examined the majorrisks around this area and have established strategies and systems which allow thoserisks to be

mitigated to an acceptable level. A similar approachis adopted for UK Biocentre Limited. This Group risk review process

is continued on an on-going basis each year.

The Groupis exposed to risks and uncertainties which fall into six main categories and are outlined below. Therisks to

which the Group is exposed, and the actions taken by the Group to manage these, are reviewed on a quarterly basis by the

Group’s Audit and Risk Committee.

Financial risks

The Charity has received specific funding awardsin respect ofits core operations and in respect of each ofthe significant

enhancementprojects of genetic analysis, biomarker analysis and the imagingpilot project. The funding for each projectis

agreed prior to the start of the projects based on delivery of agreed goals and estimated costs. The Charity is therefore

exposedto therisk that if the estimates of costs used were incorrect then it would haveinsufficient funds to complete some

ofits activities (or risks committing to spend it cannot fund).

To managefinancial risk all projects are re-forecast on a monthly basis and are reviewed by the executive management

team. The core activities of the Charity are re-forecast on a quarterly basis and are reviewed, along with the projects, by

executive managementand the Charity’s Board. Where variances in costs are identified compared to expectation then the

steps affected are reviewed to ensure that prescribed goals remain achievable. The regular reviews, accompanied by

development of clear monitoring metrics, ensure that variances are identified sufficiently early to allow them to be

addressed.

UK Biocentre Limited seeksto prioritise the ability to deliver world class biorepository services at the lowest cost to the

research community. As such it is exposed to financial risks in the event of project costs being greater than anticipated.

This risk is managed by detailed cost planning of potential projects, regular monitoring of the projects in operation and

providing an openrelationship with customers on the activities includedin the pricing provided.

Operationalrisks

The Groupis gathering research data across populations of an almost unique scale. Additionally the samples collected are

a single resource that cannot be replaced. As such there are risks associated with the preservation of the samples in

optimum conditions at all times. Further the size of the sample population meansthat in orderto extract research data

within reasonable timeframes equipment must, in somecases, be run twenty four hours per day and seven days per week.

This must all be done whilst ensuring the quality and consistency of data extracted from samples remains at the highest

standard. Ensuring that workflows and/or the samples themselves are not exposed to equipmentfailure or human error is

therefore an important requirement for the Group.

The Group managestheserisks by putting in place significant infrastructure ensuring that loss ofelectric or nitrogen supply

can be seamlessly managed without any impact on the samples via back up supplies and on-site power generation

capabilities. The Group also splits sample collections across two sites meaning that, in the unlikely event of a catastrophic

eventat onesite, the samplecollections are notentirely lost. Additionally all operating procedures are clearly documented

and employeestrained to ensure that protocols are followed to minimise the risk of operational failures. Clear protocols

reflecting the Group’s IS02000:9001/27000certification are documented and followed.
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Personnel risk

Theactivities of the Group are in manycases highly specialised. There is therefore a risk associated with losing key

personnel who have expertise that is either uncommonorin somecases highly specific to the Group’s operations.

The Group managesthis risk via providing competitive salaries and an environmentthat encouragesstaff involvement and

is motivational in terms of employee aspirations. Salaries are appropriately benchmarked to external markets and

investment is madein providingtraining to all staff to encourage their development and growth within the organisation. At

the same time operating proceduresare rigorously documentedandstaff cross-trained so that in the event of a sudden loss

of a key staff memberthat the operations can continue unaffected.

Data protection risk

The Charity holds confidential personal medical data on its own 500,000participants and UK Biocentre also holds certain

(much morelimited) data in relation to its customers. An importantrisk exists therefore in respect ofthe security protocols

around these data andprotecting these data from loss or malicious attack.

To managethis risk the Group has protocols in place to back up andsecure its data and to hold them in encrypted format

secured by multiple levels of access checksto prevent mistakenor intentional data loss. The Group also subjects its data

security measures to independent audits to ensure current best practice is being maintained.

All data that are made available to researchers are released in anonymised form. In the (unlikely) event that the researcher

were to fail to protect these data adequately (this is one of their explicit contractual undertakings under the Charity’s

material transfer agreement) then the researcher (or unauthorised third party) would have no facility to link the data back to

the individual participants to which it relates. The Group operates the information security standard ISO 270001 and has

recently been accredited to the 2013 standard

Regulatory risk

The Groupis subject to legislative regulation much of which is commonacrossall organisations. In addition however the

Group handles humantissue and uses equipment which, if used inappropriately, poses significant risk to the health and

safety ofits operatives. As such the Group is exposedto risks associated with failing to meet regulatory requirements in

regards specific operationallegislation and, in doing so, exposing its employees or contractors to potential harm.

The Group manages this risk by undertaking high standards of training and ensuring thatit at all times complies with

criteria laid down byits various licences. The Group ensures statements of operational procedure are followed and

regularly reviewedto address health and safety risks.

Reputational risk

The Group, and particularly the Charity, is subject to reputational risk. The Charity is reliant on the ongoing goodwill and

enthusiasm ofthe participants who have given and continue to give of their time to the organisations research ambitions

and allow the research community to access data collected from or about them. Any event which damagesthe reputation of

the Charity would put the ongoing goodwillofthe participants at risk, which could lead to an increased level of participant

withdrawal from the project.

To address this risk the Charity seeks to keep its participants informed ofall its key activities, of the research being

performed using the resource and to provide the full implications of any further requests made of them. The Charity also

aims to ensure that the highest possible ethical standards are appliedto all of its activities and reports on its current and

proposedactivities to an independent Ethics and Governance Committee.

UK Biocentre Limited is also subjectto this risk; since, if its customers became concerned with the actionsor performance

of the company then this has potentially significant consequences for its ongoing sustainability and ability to deliver its

objectives. UK Biocentre Limited managesthis risk by maintaining the quality of its work as its core objective and

regularly reports against the progress ofall projects to executive management to ensure any issues or challenges can be

shared with the customerat the earliest possible stage.
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The Directors have pleasure in presenting their report together with the consolidated financial statements of the charitable
company, UK Biobank Limited (“the Charity”), for the year ended 30 September 2014.

DIRECTORS AND TRUSTEES

The Directors of the Charity are its Trustees for the purpose of charity law and throughout this report are collectively
referred to as the Directors.

The Directors who served during the year are listed in the Legal and Administrative information on page 2.

None of the Directors who held office at the end of the period had any disclosable interest in the shares of group
companies.

STRUCTURE, GOVERNANCE AND MANAGEMENT

Status

UK Biobank Limited is a charity operating as a company limited by guarantee. It was incorporated in England and Wales
on 28 November 2003 and registered as a charity in England and Wales on 30 December 2003 and in Scotland on 5
February 2008.

UK Biobank Limited is established under a Memorandum ofAssociation setting out its objects and powers and is governed
under its Memorandum andArticles of Association. The two Members of the Charity are the Medical Research Council
and The Wellcome Trust Limited (as Trustee of The Wellcome Trust).

Recruitmentof Directors

Under UK Biobank Limited’s Articles, Directors may be appointed either by the Members or by the Board. Under the
terms of a contract entered into by the Charity the Membersare entitled to appoint one Director each and they are jointly
entitled to appoint additional Directors. The Secretary of State for Health, the Scottish Ministers and the University of
Manchesterare entitled to appoint one Director each.

Training and induction

All new Directors receive a briefing on their legal obligations under charity and company law and, if necessary, on the
background and aims of the Charity, as well as meeting with the Chairman, other Directors and the Chief Executive. In
line with recommendedbest practice new Directors receive a comprehensive reference manual containing copies of the
previous year’s annual report and accounts, recent Board minutes, the current business plan, the scientific protocol for the
creation of the UK Biobank Limited resource and other key documentation. In addition, training is available to all
Directors.

Organisational structure

The Directors are responsible for the overall management and operation of the Charity with the day to day running of the
Charity being delegated to Professor Sir Rory Collins, the Chief Executive Officer and Principal Investigator. He is

supported by Dr Tim Peakman, Deputy Chief Executive Officer and the executive management team. The Directors meet
at least four times a year.

The Charity has four Board Committees:

e The Audit and Risk Committee, which was chaired during the year by Mr Jonathan Tross, is responsible for

advising the Board on financial and accounting issues, the relationship with external auditors and the analysis of
risk,

e The Remuneration Committee, which was chaired during the year by Professor Sir Andy Haines, advises the
Board on remuneration arrangements for the Group’s staff.

e The Nominations Committee chaired by Sir Michael Rawlins, advises the Board on appointments to the Board and
the Board Committees.
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e® The Access Sub-Committee chaired by Ms Tara Camm, advices on Access applications. Further information can
be found at http://www.ukbiobank.ac.uk/access-to-the-resource/,

The Directors are included within a Directors and Officers liability insurance policy purchased by the Charity at an annual

premium of £5,355 (2013: £5,049).

Relationships with other organisations

The Charity has arrangements with the following institutions for the provision of named representatives to the Charity’s
scientific Steering Committee:

Cardiff University

University of Cambridge
Imperial College London
University of Glasgow

University of Oxford

Directors or senior management who have involvement with the following institutions are Professor Bill Ollier who is
Professor of Immunogenetics at University of Manchester and Professor Sir Rory Collins, the Chief Executive and
Principal Investigator, who is an employee of the University of Oxford and Head of the Nuffield Department of Population
Health which is a departmentat the University of Oxford.

The University of Manchester provides payroll services to the Charity; Cardiff University provides the Participant
Resource Centre and the University of Oxford provides IT services, data management, storage and enhancements support.
All of these services are provided under agreements with the Charity.

Full details of Related Party Transactions are included at Note 22 of the Financial Statements.

OBJECTIVE AND ACTIVITY

Objects
The Charity’s main objects, as set out in the Charity’s Memorandum ofAssociation, are to protect, preserve and advance

the health and welfare of human beings and to advance and promote knowledge and education.

Aims, objective and strategy to achieve the Charity’s objective
The Charity’s principal objective is to establish and promote a resource for research with the aim of improving the
prevention, diagnosis and treatmentofillness and promoting health throughoutsociety for public benefit.

Public benefit
The Directors have given careful consideration to the Charity Commission’s general guidance on public benefit and have
complied with the duty in section 17 of the Charities Act 2011.

Ethics and Governance Council
The Ethics and Governance Council’s (“EGC”) remit is to act as an independent guardian of the ethics and governance
framework devised for the Charity’s project, to monitor and report on the conformity of the Charity’s project with that
framework and to advise more generally on the interests of participants and the general public in relation to the Charity’s
project. The EGCis chaired by Professor Roger Brownsword. The EGChas its own website at www.egcukbiobank.org.uk

AUDIT INFORMATION

The Directors who werein office at the date of approval of these financial statements have confirmedthat, as far as they
can reasonably ensure, all relevant audit information has been provided to the Group’s auditors; and the Directors have

taken all the steps that they ought to have taken as directors in order to make themselves aware of any relevant audit
information and to establish that the Group’s auditors are aware ofthat information.
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AUDITORS

Baker Tilly UK Audit LLP resigned from the audit of the Group following the conclusion of an audit tender process
conducted by the Group. This was performed to ensure the highest levels of governance are applied by the Group.

KPMGLLPwasappointed as auditor of the Group and received approval for appointment from the Board in June 2014.

Approved by the Board of Directors on 19 December 2014 and signed onits behalf by:

bet

Sir Michael Rawlins,

Chairman
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The directors (who are also trustees of UK Biobank Limited) are responsible for preparing the Directors’ Report and the
financial statements in accordance with applicable law and regulations.

Company law requiresthe directors to prepare financial statements for each financial year. Underthat law they are
required to prepare the financial statements in accordance with UK Accounting Standards and applicable law (UK
Generally Accepted Accounting Practice).

Under companylaw the directors must not approve the financial statements unless they are satisfied that they give a true

and fair view ofthe state of affairs of the group and charitable companyand ofthe excess of incomeover expenditure for
that period. In preparing these financial statements, the directors are required to:

e select suitable accounting policies and then apply them consistently;

e make judgements and estimates that are reasonable and prudent;

e state whether applicable UK Accounting Standards have been followed, subject to any material departures disclosed
and explained in the financial statements; and

® prepare the financial statements on the going concern basis unless it is inappropriate to presume that the charitable

companywill continue its activities.

The directors are responsible for keeping adequate accounting records that are sufficient to show and explain the group’s

and charitable company’s transactions and disclose with reasonable accuracy at any time the financial position of the group

and charitable company and enable them to ensure that the financial statements comply with the Companies Act 2006.
They have general responsibility for taking such steps as are reasonably open to them to safeguard the assets of the group
and charitable companyand to prevent and detect fraud and otherirregularities.

The directors are responsible for the maintenance and integrity of the corporate and financial information included on the
group’s and charitable company’s website. Legislation in the UK governing the preparation and dissemination offinancial
statements maydiffer from legislation in other jurisdictions.

JLwahl
Sir Michael Rawlins,
Chairman



INDEPENDENT AUDITOR’S REPORT TO THE MEMBERSOF UK BIOBANK LIMITED

 

Wehave audited the group and parent charitable company’s financial statements ofUK Biobank Limited for the year ended

30 September 2014 set out on pages 16 to 42. The financial reporting framework that has been applied in their preparation

is applicable law and UK Accounting Standards (UK Generally Accepted Accounting Practice).

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, and to the charitable company’s trustees, as a body, in accordance with section 44 (1)(c) of the

Charities and Trustee Investment (Scotland) Act 2005 and regulation 10 of the Charities Accounts (Scotland) Regulations

2006. Our audit work has been undertaken so that we might state to the charitable company's members and the charitable
company’s trustees 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 assumeresponsibility to anyone other than the charitable company,its
members as a bodyandits trustees as a body, for our audit work, for this report or for the opinions we have formed.

Respective responsibilities of trustees and auditor
As explained more fully in the Statement of Directors’ Responsibilities set out on page 14 the directors (who are also the
trustees 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 andfair view.

Wehave been appointed as auditor under section 44 (1)(c) of the Charities and Trustee Investment (Scotland) Act 2005 and

under the Companies Act 2006 and report in accordance with regulations made under those Acts. Our responsibility is to
audit the financial statements in accordance with applicable law and International Standards on Auditing (UK andIreland).
Those standards require us to comply with the Auditing Practices Board's Ethical Standards for Auditors.

Scope of the audit of the financial statements
A description of the scopeofan audit of financial statements is provided on the Financial Reporting Council’s websiteat
www.fre.org.uk/auditscopeukprivate.

Opinion on financial statements

In our opinion the financial statements:

e give a true and fair viewofthe state of the charitable company’s affairs as at 30 September 2014 andofits incoming
resources and application of resources,including its income and expenditure, for the year then ended;

e have been properly prepared in accordance with UK Generally Accepted Accounting Practice; and
e have been prepared in accordance with the Companies Act 2006, the Charities and Trustee Investment (Scotland) Act

2005 and regulation 8 of the Charities Accounts (Scotland) Regulations 2006 (as amended).

Opinion on other matters prescribed by the Companies Act 2006
In our opinion the information in the Directors’ Annual Report, which constitutes the Strategic Report and the Directors’
Report, for the financial year for which the financial statements are prepared is consistent with the financial statements.

Matters on which we are required to report by exception
Wehavenothing to report in respect of the following matters where the Companies Act 2006 and the Charities Accounts
(Scotland) Regulations 2006 (as amended) require usto report to you if in our opinion:

e the charitable company has not kept adequate and proper accounting records or returns adequate for our audit have not
been received from branchesnotvisited by us; or

e the financial statements are not in agreement with the accounting records and returns; or

e certain disclosures of trustees’ remuneration specified by law are not made; or
° anot receiyeq all the information and explanations we require for our audit.

Trevor Rees (Senior Statutory Auditor)

for and on behalf of KPMG LLP,Statutory Auditor

Chartered Accountants

St James’ Square,

Manchester

Date22 Veumbeen RO 14
KPMGLLPis eligible to act as an auditor in terms of section 1212 of the Companies Act 2006
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INCOMING RESOURCES
Incoming resources from generated funds:

Voluntary income

Funding

Activitiesfor generatingfunds

Commercial trading operations

Other income
Investment income

Incoming resources from charitable

activities:

Accessfees

TOTAL INCOMING RESOURCES

RESOURCES EXPENDED
Cost of generating funds:

Commercial trading operations

Charitable activities:

Operation of the Charity
Governancecosts
Other resources expended

Other operating income
Other operating expenditure

TOTAL RESOURCES EXPENDED

NET (OUTGOING) / INCOMING
RESOURCES

Fund balances at beginning of year

FUND BALANCESAT END OF YEAR

Notes

11

n
N

18

18

 

 

 

 

 

Unrestricted Restricted Total Total

Funds Funds Funds Funds

2014 2014 2014 2013

£ £ £ £

3,561,323 11,644,645 15,205,968 20,533,015

710,955 - 710,955 558,805

1,320 - 1,320 1,320

13,654 - 13,654 15,387

168,737 - 168,737 676,764

4,455,989 11,644,645 16,100,634 21,785,291

(658,478) - (658,478) (434,031)

(5,287,218) (5,316,149) (10,603,367) (15,219,012)

(94,796) - (94,796) (79,984)

3,544,210 - 3,544,210 -

(3,541,526) - (3,541,526) -

(6,037,808) (5,316,149) (11,353,957) (15,733,027)

(1,581,819) 6,328,496 4,746,677 6,052,264

8,929,443 6,882,130 15,811,573 9,759,309

7,347,624 13,210,626 20,558,250 15,811,573

 

Incoming resources and resources expendedare derived from continuing activities.

No separate Statement of Total Recognised Gains and Losses has been prepared as all such gains and losses have been
dealt with in the Statement of Financial Activities for the year.
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Notes Unrestricted Restricted Total Total

Funds Funds Funds Funds

2014 2014 2014 2013

£ £ £ £

INCOMING RESOURCES

Incoming resources from generated funds:

Voluntary income
Funding 3,561,323 11,644,645 15,205,968 20,533,015

Gift Aid donation from subsidiary

undertaking 11 71,738 - 71,738 26,451

Activitiesfor generatingfunds

Other income 307,426 48,866 356,292 99,043

Investment income 2 13,862 - 13,862 17,511

Incoming resources from charitable

activities:

Access fees 168,737 - 168,737 676,764

TOTAL INCOMING RESOURCES 4,123,086 11,693,511 15,816,597 21,352,784

RESOURCES EXPENDED

Charitable activities:

Operation of the Charity 4 (5,642,189) (5,332,935) (10,975,124) (15,220,536)

Governance costs 5 (94,796) - (94,796) (79,984)

  

TOTAL RESOURCES EXPENDED (5,736,985) (5,332,935) (11,069,920) (15,300,520)
  

  

NET (OUTGOING) / INCOMING 3
RESOURCES (1,613,899) 6,360,576 4,746,677 6,052,264

Fund balances at beginning of year 18 8,926,218 6,885,355 15,811,573 9,759,309

FUND BALANCESAT END OF YEAR 18 7,312,319 13,245,931 20,558,250 15,811,573

 

Incoming resources and resources expended are derived from continuing activities.

No separate Statement of Total Recognised Gains and Losses has been prepared as all such gains and losses have been

dealt with in the Statement of Financial Activities for the year.
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FIXED ASSETS
Tangible fixed assets

CURRENT ASSETS

Stocks

Debtors

Cash at bank and in hand

CREDITORS:amountsfalling due within
one year

NET CURRENTASSETS

TOTALASSETS LESS CURRENT
LIABILITES
CREDITORS:amountsfalling due after
more than one year

PROVISION FOR LIABILITES AND
CHARGES

NET ASSETS

Represented by:

ACCUMULATED FUNDSOF THE

GROUP

Unrestricted funds

Restricted funds

TOTAL GROUP FUNDS

Notes

10

12

13

14

15

16

18
18

2014
£ £

11,489,903

795,454
4,218,461
7,897,160

12,911,075

(3,570,651)

9,340,424

20,830,327

(167,115)

(104,962)

20,558,250

7,347,624
13,210,626

20,558,250

2013
£ £

10,877,659

519,126
3,478,774
3,586,545

7,584,445

(2,525,085)

5,059,360

15,937,019

(125,446)

15,811,573

8,929,443
6,882,130

15,811,573

The financial statements on pages 16 to 42 were approved by the Board of Directors and authorised for issue on 19
December 2014 andare signed onits behalf by:

hbk

Sir Michael Rawlins

Chairman

Companyregistration number 04978912

Registered Charity numberin England and Wales 1101332
Registered Charity numberin Scotland $C039230
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FIXED ASSETS
Tangible fixed assets

Investments

CURRENT ASSETS

Stocks

Debtors

Cash at bank and in hand

CREDITORS:amountsfalling due within

one year

NET CURRENT ASSETS

TOTAL ASSETS LESS CURRENT

LIABILITIES

PROVISIONS FORLIABILITIES

AND CHARGES

NET ASSETS

Represented by

ACCUMULATEDFUNDSOF THE

CHARITY

Unrestricted funds

Restricted funds

TOTAL CHARITY FUNDS

Notes

10

11

12

13

14

16

18

18

2014
£ £

11,321,495
10,000

11,331,495

761,426
3,832,785
5,825,346

10,419,557

(1,087,840)

9,331,717

20,663,212

(104,962)

20,558,250

7,312,319
13,245,931

20,558,250

2013
£ £

10,750,550
10,000

10,760,550

486,496
3,387,510
3,559,018

7,433,024

(2,382,001)

5,051,023

15,811,573

15,811,573

8,926,218
6,885,355

15,811,573

The financial statements on pages 16 to 42 were approved by the Board of Directors and authorised for issue on 19

December2014 and are signed onits behalf by:

btuke

Sir Michael Rawlins

Chairman

Companyregistration number 04978912

Registered Charity number in England and Wales 1101332
Registered Charity number in Scotland SC039230
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Note 2014 2013
£ £ £ £

NET CASH INFLOW / (OUTFLOW) 17a)
FROM OPERATING ACTIVITIES 7,163,738 5,212,169

RETURNS ON INVESTMENT AND

SERVICING OF FINANCE
Interest received 13,654 15,387

CAPITAL EXPENDITURE AND
FINANCIAL INVESTMENT
Payments to acquire tangible fixed assets (2,929,646) (2,911,173)

NET CASH OUTFLOW FROM
INVESTING ACTIVITIES (2,929,646) (2,911,173)

FINANCING
Contributions for the purchase of tangible 62,869 6,951
fixed assets

INCREASE/ (DECREASE)IN CASH IN 17b)
THE YEAR 4,310,615 2,323,334
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Note 2014 2013
£ £ £ £

NET CASH INFLOW / (OUTFLOW) 17a)
FROM OPERATING ACTIVITIES 5,119,243 5,292,793

RETURNS ON INVESTMENT AND

SERVICING OF FINANCE
Interest received 13,862 17,511

CAPITAL EXPENDITURE AND
FINANCIAL INVESTMENT
Payments to acquire tangible fixed assets (2,874,676) (2,902,374)

Receipts from sale of tangible fixed assets 7,899 -

NET CASH OUTFLOW FROM
INVESTING ACTIVITIES (2,866,777) (2,902,374)

INCREASE/ (DECREASE) IN CASH IN 17b)

THE YEAR
2,266,328 2,407,930
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BASIS OF PREPARATION

The financial statements have been prepared underthe historical cost convention and in accordance with the Companies
Act 2006, the Charities Act 2011, the statutory requirements of the CTI(S) Act 2005, the Charities Accounts (Scotland)

Regulations 2006 (as amended) (the Scottish Accounting Regulations), applicable accounting standards and the Statement
of Recommended Practice ‘Accounting and Reporting by Charities’ (SORP 2005).

CONSOLIDATION

The financial statements of the Charity and its wholly owned subsidiary undertaking, UK Biocentre Limited are

consolidated (on line byline basis) to produce the Group financial Statements made up to 30 September 2014.

All inter-group transactions, balances and unrealised gains on transactions between group companies are eliminated on

consolidation.

GOING CONCERN

Aspart of its going concern review the Board has followed the guidelines published by the Financial Reporting Council
entitled “Going Concern and Liquidity Risk: Guidance for UK Companies 2009”. The Board has prepared financial
forecasts to enable the plannedactivities to 30 June 2017 to be financed. In drawing up these forecasts the Board has made
assumptions based uponits view of the current and future economic conditionsthat will prevail over the forecast period. In
October 2010 it was confirmed that further funds of up to £24,961,541 would be made available to the Charity to conduct

planned activities over period ending June 2015. It was further confirmed in March 2014 that further funds of up to
£10,000,000 would be madeavailable to the Charity to conduct planned activities over the period July 2015 to June 2017.
The Board has prepared detailed financial forecasts and cash flows to show that the planned activities of UK Biocentre
Limited to 30 September 2015 can be financed. In drawing up these forecasts the Board has made assumptions based upon

its view of the current and future economic conditionsthat will prevail over the forecast period. Hence, the Board continues
to adopt the going concern basis of accounting in preparing the annual financial statements.

INCOMING RESOURSES

Incomingresources from generated funds

Income receivable is reviewed on an entitlement, certainty and measurement basis. Income not meeting thesecriteria is

deferred.

Funding
Funding income, including monies for the purchase of tangible fixed assets, is recognised in full in the Statement of
Financial Activities in the year in whichit is received.

Commercial trading operations
Income from commercial trading operations is recognised at the fair value of the consideration received or receivable for
sale of goods and/orservices in the ordinary nature of the business. Where the goods and/or services are to be provided in
a future period the incomeis deferred. Turnover represents goods sold and services provided to external customers, net of
Value Added Tax.

Other income
Other incomeis recognised in the year in whichit is received or receivable.

Investment income

Investment incomeis accounted for on an accruals basis.

Incoming resources from charitable activities

Incoming resources from charitable activities includes income for the use of the Charity’s resource and is recognised as
earned. Incomeis deferred when fees have been received in advance.
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RESOURCES EXPENDED

Cost of generating funds

Cost of generating funds comprises those costs incurred in commercial trading activities. These are recognised on an

accruals basis asthe liability is incurred.

Charitable activities

Charitable activities are recognised on an accruals basis and include expenditure in relation to the Charity’s projects and

both the direct costs and support costs relating to these activities. Expenditure is summarised under functional headings on

a direct cost basis.

Governancecosts

Governancecosts are recognised on an accruals basis and include those costs incurred in the governance of the Charity and

its assets, and are primarily associated with meeting constitutional and statutory requirements.

FUND ACCOUNTING

Unrestricted funds

Generalfunds

General funds are unrestricted funds which are expendable for furtherance of the objects of the Charity without further

specified purposes.

Noncharitable tradingfunds

Noncharitable trading funds are unrestricted funds, which are expendable for furtherance of the objects of the Charity’s

group undertaking, UK Biocentre Limited without further specified purposes.

Restricted funds

Restricted funds are to be used for specific purposeslaid down by the Donor. Expenditure for those purposesis charged to

the fund.

TANGIBILE FIXED ASSETS AND DEPRECIATION

Tangible fixed assets are included at cost less depreciation. Depreciation is provided in order to write off the cost of each

asset overits estimated usefullife at the following rates:

Leasehold improvements Overthe life of the lease

Computer systems 25% - 33%straight line

Laboratory and clinic equipment 10% - 33% straightline

Fixtures, fittings and other equipment 20% - 25%straightline

Sample storage and infrastructure 4% straight line or overthe life of the lease

Motor vehicles 20% straightline

Fixed assets are reviewed for impairmentif events or changes in circumstances indicate that the carrying amount may not

be recoverable or as otherwise required by relevant accounting standards.

Shortfalls between the carrying value of fixed assets and their recoverable amounts, being the higher of net realisable value

and value-in-use, are recognised as impairments. Impairmentlosses are recognisedin the profit and loss account
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ACCRUALS AND DEFERRED INCOME: CONTRIBUTIONS FOR THE PURCHASE OF TANGIBLE FIXED

ASSETS

Contributions for the purchase oftangible fixed assets are from external customers. They are credited to a deferral account

and are released to revenue by equal annual amounts over the expected useful life of the asset to which theyrelate as

follows:

Sample storage and processing equipment 4% - 20%straightline
Computer systems 20%- 33%straightline
Fixtures, fittings and equipment 20%- 25%straightline

Motor vehicles 20%straight line

INVESTMENTS

Long term investmentsare classified as fixed assets. Fixed asset investments are stated at cost. Provision is made for any

impairmentin the value of fixed asset investments.

STOCKS AND WORK IN PROGRESS

Stocks and work in progress are valued at the lower of cost and netrealisable value, cost is determined using the weighted

average cost basis. Work in progress represents uninvoiced contract costs at the year-end. Net realisable value is based

upon estimated selling price less further costs expected to be incurred. Provision is made for obsolete and slow-moving

items.

LIABILITES

Liabilities are reflected in the Statement of Financial Activities as resources expended as soon as there is a legal or

constructive obligation committing the charity to the expenditure.

FOREIGN CURRENCIES

Assets and liabilities denominated in foreign currencies are translated at the rate of exchange ruling at the balance sheet

date. Transactions in foreign currencies are recorded at the rate ruling at the date of the transaction. All differences are

taken to the income and expenditure account.

PENSION SCHEME

The Charity participates in the Universities Superannuation Scheme (USS), a defined benefit scheme which is

contracted out of the State Second Pension (S2P). The assets of the scheme are held in a separate trustee-administered

fund. Because of the mutual nature of the scheme, the scheme’s assets are not hypothecated to individual

institutions and a scheme-wide contribution rate is set. Although the Charity is exposed to actuarial risks associated

with otherinstitutions’ employeesit is unable to identify its share of the underlying assets andliabilities of the scheme on

a consistent and reasonable basis as required by FRS 17 “Retirement benefits” and therefore accounts for the scheme as

if it were a defined contribution scheme. Asa result, the amount charged to the income and expenditure account

represents the contributions payable to the schemein respect of the accounting period.

TAXATION

The Charity is a registered charity and therefore it is exempt from income and corporation tax on incomeand gainsfalling

within chapter 3 Part 11 Corporation Tax Act 2010 or $256 ofthe Taxation of Chargeable Gains Act 1992 to the extent that

these are appliedto its charitable objects.

The subsidiary undertaking, UK Biocentre Limited,is liable to income and corporation tax on its income and gains. Gift

Aid payments paid to the Charity will reduce the taxable income and gains. The subsidiary is eligible to make gift aid

payments to its holding company, the Charity, UK Biobank Limited. Gift aid is accounted for when the Directors approve

the amount, having taken into consideration the subsidiary’s ability to pay that in full to its holding company within 9

monthsofthe end of the accounting period.
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1. MEMBERS’ LIABILITY

Theliability of the Membersis limited to a maximum of £1 each.

2, INVESTMENT INCOME

Unrestricted

Bankinterest received
Interest on amounts due to the Charity from its
subsidiary

Total

Net movementof fundsfor the financial yearis stated:

After charging:

Auditor’s remuneration
Statutory audit services
Other servicesrelating to taxation
Other services

Depreciation and impairment of ownedtangible fixed
assets:

The Charity

The subsidiary undertaking
Loss on disposal oftangible fixed assets
Hire ofplant and machinery — rentals payable under

operating leases
Land and buildings — operating leases

After (crediting):
Release of contributions for the purchase of tangible
fixed assets (Note 15)

 

NET MOVEMENTOF FUNDS FOR THE FINANCIAL YEAR

Group Charity
2014 2013 2014 2013

£ £ £ £

13,654 15,387 9,586 15,364

- - 4,276 2,147

13,654 15,387 13,862 17,511

Group Charity
2014 2013 2014 2013

£ £ £ £

23,000 24,450 18,000 18,044
. 16,510 - 14,050
- 3,500 - 3 ,900

2,294,021 1,116,887 2,294,021 1,116,887

21,570 9,945 - -

1,811 27,376 1,811 27,376

76,173 137,977 76,173 137,977

220,143 214,476 220,143 214,476

(21,200) (9,760) - -

 

25



UK Biobank Limited 26
Report and consolidated financial statements

NOTES TO THE FINANCIAL STATEMENTS
For the year ended 30 September 2014

 

4. RESOURCES EXPENDED: CHARITABLE ACTIVITIES - OPERATION OF THE CHARITY

 

 

 

 

Group Charity

2014 2013 2014 2013

£ £ £ £

Unrestricted
Staff costs 965,699 1,606,876 1,223,137 1,608,400

Depreciation 1,358,347 1,023,118 1,358,347 1,023,118

Other costs 2,963,172 4,542,764 3,060,705 4,542,764

5,287,218 7,172,758 5,642,189 7,174,282

Restricted

Staff costs 1,817,306 466,939 1,817,306 466,939

Depreciation 935,674 93,769 935,674 93,769

Other costs 2,563,169 7,485,546 2,579,955 7,485,546

5,316,149 8,046,254 5,332,935 8,046,254

Total 10,603,367 15,219,012 10,975,124 15,220,536

5. RESOURCES EXPENDED: GOVERNANCECOSTS

 

Group Charity

2014 2013 2014 2013
£ £ £ £

Unrestricted
External audit 22,976 18,044 22,976 18,044

Board and other meeting costs 15,816 9,071 15,816 9,071

Directors’ remuneration (including national insurance 56,004 52,869 56,004 52,869

contributions)

Total 94,796 79,984 94,796 79,984

 

6. OTHER RESOURCES EXPENDED

During the year the subsidiary, UK Biocentre Limited, entered into an agreement with the University of Oxford to

manage the refurbishment of premises and commissioning of the equipment to be installed in those premises.
Income wasreceived in full for this work which was an amountto matchthe costs expected to be incurred. As such
the income received includes no margin. These premises and the equipmentare to be leased to the Company(note
21).

The amount shown as Other Operating Income of £3,544,210 is the income which covers the costs incurred of

£3,541,526 (£2,684 incurred during the prior year).

Further income was received from Oxford as part of this same agreement, which relates to costs not yet incurred at
the year-end of £2,011,241(2013:£nil). This incomeis included in accruals and deferred income(note14).
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7. STAFF NUMBERS AND COSTS

The average numberof persons employed by the Charity (excluding Directors) during the year analysed by category

wasas follows:

 

 

Group Charity

2014 2013 2014 2013
No. No. No. No.

Management 8 6 7 5
Charity’s projects 72 46 72 46
Sample storage personnel 5 3 - -

Total 85 55 79 51

The aggregate payroll costs of these persons were as follows:

Group Charity

2014 2013 2014 2013
£ £ £ £

Wagesandsalaries 2,673,510 1,874,167 2,513,700 1,746,938

Social security costs 221,461 166,107 210,320 156,042

Pension contributions 337,619 183,247 316,423 172,359

 

3,232,590 2,223,521 3,040,443 2,075,339

 

 

Represented by:

Unrestricted 1,415,284 1,756,582 1,223,137 1,608,400

Restricted 1,817,306 466,939 1,817,306 466,939

Total 3,232,590 2,223,521 3,040,443 2,075,339

 

Staff costs are included in “RESOURCES EXPENDED” with those relating to the Charity included in
“CHARITABLE ACTIVITIES: Operation of the Charity’ as shown in Note 4 and those for the subsidiary
undertaking included in “COSTS OF GENERATING FUNDS: Commercialtrading operations”.

The number of employees whose remuneration, excluding pension contributions, exceeded £60,000 during the year
wasas follows:

Group Charity

2014 2013 2014 2013
No. No. No. No.

£60,000 to £70,000 4 2 4 2
£70,001 to £80,000 2 1 2 1
£130,001 to £140,000 - 1 - 1
£150,001 to £160,000 1 - 1 -

 

Included in the table of higher paid employees are 7 employees accruing pension benefits under a defined benefit
scheme. (2014: 4).
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7 STAFF NUMBERSANDCOSTS(CONTINUED)

Included in “CHARITABLE ACTIVITIES: Operation of the Charity — Other costs” as shown in Note 4 for the

Group and the Charity are costs of £480,425 (2013: £887,767) relating to staff who are not employed directly by the

Charity or the Group as follows:

 

Group Charity

2014 2013 2014 2013

£ £ £ £

Unrestricted 394,873 852,876 394,873 852,876

Restricted 85,552 34,891 85,552 34,891

Total 480,425 887,767 480,425 887,767

 

Details of these costs are as follows:

e The Charity incurred costs of £67,342 for the use of temporary staff during the year (2013: £464,188).

e Professor Sir Rory Collins is an employee of the University of Oxford but is not an employeeof the Charity.

He is seconded to the Charity for 60%of his time pursuant to an agreement entered into between the Charity

and the University of Oxford in September 2007 which was extendedfor a further period offive years in June

4014. The cost of the secondmentduring the year was £102,874 (2013: £95,080).

© Professor Cathie Sudlow is an employee of the University of Edinburgh butis not an employeeofthe Charity.

She is secondedto the Charity for 70%of her time pursuant to an agreement entered into between the Charity

and the University of Edinburgh in October 2013. The cost of the secondment during the year was £86,475

(2013: £81,339).

e Cardiff University operates the Participant Resource Centre on behalf of the Charity. The costs charged to the

Charity for the year were £223,734 (2013: £247,160).

8. DIRECTORS’ REMUNERATION

Certain Directors of the Charity are entitled to be paid an annual fee. The amounts paid to these Directors during the

year totalled £53,000 (2013: £50,500).

Authority to remunerate these Directors derives from the Charity’s Memorandum and Articles of Association

coupled with Board, Charity Commission and Member approval. In each case the remuneration is payable in

recognition of the role and responsibilities undertaken by the Director concerned.

The Charity has metindividual travel and subsistence expenses totalling £1,335 in the year (2013: £1,569) incurred

by 4 Directors (2013: 4) in attending Board, Committee and other meetings.

9. TAXATION

Notax charges have arisen in the charity. Underthegift aid arrangements the subsidiary company, UK Biocentre

Limited, will remit an amountequalto its taxable profits to its parent company, UK Biobank Limited, and hence

there is no corporation tax chargein these accounts
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10. TANGIBLE FIXED ASSETS

Group

Cost

1 October

2013

Additions

Disposals

At 30
September

2014

Depreciation

1 October

2013
Charge forthe

year
Impairment
losses
Disposals

At 30
September
2014

Net Book

Value

At 30
September

2013

At 30

September

2014

 

  

  

  

 

Leasehold Computer Laboratory Fixtures, Sample Motor Total

Improve- systems and clinic fittingsand storage and vehicles

ments equipment other infra-

equipment structure

£ £ £ £ £ £ £

3,330,973 1,187,707 9,419,635 160,708 6,044,854 10,350 20,154,227

640,180 254,359 1,999,071 21,547 2,470 12,019 2,929,646

- (16,045) - (69,057) - - (85,102)

3,971,153 1,426,021 11,418,706 113,198 6,047,324 22,369 22,998,771

1,079,496 899,226 5,658,480 144,061 1,489,095 6,210 9,276,568

229,870 134,460 1,191,310 6,470 403,025 2,471 1,967,606

- - 347,985 - - - 347,985

- (14,234) - (69,057) - - (83,291)

1,309,366 1,019,452 7,197,775 81,474 1,892,120 8,681 11,508,868

2,251,477 288,481 3,761,155 16,647 4,555,759 4,140 10,877,659

2,661,787 406,569 4,220,931 31,724 4,155,204 13,688 11,489,903

  

During the year the Directors re-assessed their estimate ofthe useful lives of some of the Groups equipment which has

had the effect of increasing the deprecation charge for the year by £16,506 as follows:

e Elements of the Sample StorageInfrastructure from 20 years to 5 years. This has had the effect of increasing

the depreciation charge for the year by £7,840.

e Elements of Laboratory Equipment from 10 years to 5 years with the effect of increasing the depreciation

charge for the year by £8,666.

Following a review ofthe fi
used andit is impaired. It has therefore been written down to £nil during the ye

£347,985.

xed assets the Directors consider that the Blood fractionation equipmentwill no longer be

ar. The amountof this impairmentis

29
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10. TANGIBLE FIXED ASSETS (CONTINUED)

 

 

  

  

  

Charity

Leasehold Computer Laboratory Fixtures, Sample Motor Total

Improve- systems and clinic fittingsand storage and vehicles

ments equipment other infra-

equipment structure

£ £ £ £ £ £ €

Cost

son 3,330,973 1,185,859 9,277,833 160,708 6,044,854 10,350 20,010,577

Additions 640,180 253,271 1,971,817 6,938 2,470 - 2,874,676

Disposals - (16,045) (7,899) (69,057) - - (93,001)

At 30
September 3,971,153 1,423,085 11,241,751 98,589 6,047,324 10,350 22,792,252

2014

Depreciation

own 1,079,496 899,041 5,642,124 144,061 1,489,095 6,210 9,260,027

Charge for 229,870 133,806 1,170,795 6,470 403,025 2,070 1,946,036
the year

Impairment - - 347,985 - - - 347,985
Losses

Disposals - (14,234) - (69,057) - - (83,291)

At 30
September 1,309,366 1,018,613 7,160,904 81,474 1,892,120 8,280 11,470,757

2014

Net Book

Value

At 30
September 2,251,477 286,818 3,635,709 16,647 4,555,759 4,140 10,750,550

2013

At 30
September 2,661,787 404,472 4,080,847 17,115 4,155,204 2,070 11,321,495

2014
  

During the year the Directors re-assessed their estimate of the useful lives of some of the Charity’s equipment which

has had the effect of increasing the deprecation charge for the year by £8,666 as follows:

e Elements of Laboratory Equipment from 10 years to 5 years with the effect of increasing the depreciation

charge for the year by £8,666.

Following a review ofthe fixed assets the Directors consider that the Blood fractionation equipmentwil! no longer be

used andit is impaired. It has therefore been written downto £nil during the year. The amountof this impairmentis

£347,985.
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11. INVESTMENTS
Shares in Group

undertaking

£

Charity
As at 1 October 2013 and 30 September 2014 10,000

The investmentrelates to the Charity’s subsidiary undertaking, UK Biocentre Limited.

UKBiocentre Limited was incorporated in England on 4 May 2011 and commencedto trade on that date. The

nature ofits business is the provision of services for studies involving human volunteers. Its share capital consists

of ordinary shares which are 100% owned by the Charity.

A reconciliation of the results of UK Biocentre Limited with the amounts shownin the group financial statementsis

as follows:
2014 2013
£ £ £ £

Turnover 727,740 560,329

Consolidation adjustment (16,785) (1,524)

Activities for generating funds: Commercial 710.955 558.805

trading operations , ,

Cost of sales (506,261) (377,375)

Administration costs (152,197) (154,379)

Interest payable (4,296) (2,147)

Consolidation adjustments 4,276 99,870

Cost of generating funds: Commercial trading (658,478) (434,031)

operations > ,

Interest receivable 4,068 23

Other operating Income (Note 6) 3,544,210 -

Other operating Expenses (Note 6) (3,541,526) -

2,684 :

Net surplus reported in group financial 59.229 124.797

statements > ,

Add (deduct) consolidation adjustments 12,509 (98,346)

Net surplus for the period reported in UK 71.738 26.451

Biocentre Limited. , ,

Gift Aid donation due to parent company (71,738) (26,451)

Retained in UK Biocentre Limited

Incoming resources and resources expended relating to commercial trading operations are attributable to the one

principal activity of UK Biocentre Limited.

A geographical analysis of turnoveris as follows:
2014 2013

£ £

United Kingdom 727,740 560,329
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11. INVESTMENTS (CONTINUED)

At the balance sheet date the aggregate amounts of UK Biocentre Limited’s assets, liabilities, share capital and

reserves were as follows:

  

 

2014 2013
£ £

Fixed assets 168,408 127,109

Current assets 2,621,304 227,857

Creditors: amounts falling due within one year (2,612,597) (219,520)

Creditors: amountsfalling due after more than one year (167,115) (125,446)

10,000 10,000

Represented by:

Share capital and reserves 10,000 10,000

12. STOCKS

Group Charity

2014 2013 2014 2013

£ £ £ £

Raw materials and consumables 761,426 486,496 761,426 486,496

Workin progress 34,028 32,630 - -

795,454 519,126 761,426 486,496

13. DEBTORS

Group Charity

2014 2013 2014 2013

£ £ £ £

Trade debtors 148,059 157,525 - -

Amounts owed by group undertakings - - 129,786 76,436

Other debtors 1,185,110 672,612 825,808 672,294

Prepayments and accrued income 2,885,292 2,648,637 2,877,191 2,638,780

 

4,218,461 3,478,774 3,832,785 3,387,510

 

Prepayments and accrued income for the Group and the Charity include £2,555,147 (2013: £2,350,392) for goods

and services in respect of the Genetic Analyses Enhancement Project, purchased and paid for but not delivered or

provided as at 30 September 2014.
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14. CREDITORS: AMOUNTS FALLING DUE WITHIN ONE YEAR

Group Charity

2014 2013 2014 2013

£ £ £ £

Trade creditors 409,035 1,506,034 259,972 1,490,030

Other taxation and social security costs - 24,095 - -

Accruals and deferred income 3,161,616 994,956 827,868 891,971

 

3,570,651 2,525,085 1,087,840 2,382,001

Includedin accruals and deferred incomeofthe Group is £2,011,241 (2013: £nil) relating to monies advanceby the

University of Oxford for the refurbishment of premises and commissioning of the equipment to be installed in those

premises (note6).

15. CREDITORS: AMOUNTSFALLING DUE AFTER MORETHAN ONE YEAR

 

Group Charity

2014 2013 2014 2013

£ £ £ £

Accruals and deferred income: Contributions for

the purchaseof tangiblefixed assets

At beginning of year 125,446 128,255 - -

Received in year 62,869 6,951 - -

Released to income and expenditure account (21,200) (9,760) - -

At end of year 167,115 125,446 - -

16. PROVISION FOR LIABILITES AND CHARGES

Group Charity

£ £

OtherProvisions
Movementin provision
At beginning of year - -

Charge in the profit and loss accountfor the year 104,962 104,962

At the end of the year 104,962 104,962
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17. CASH FLOW STATEMENT

a) Reconciliation of to net cash inflow from operating activities

 

Group Charity

2014 2013 2014 2013

€ £ £ £

Net incoming / (outgoing) resources 4,746,677 6,052,264 4,746,677 6,052,264

Lossonsale of tangible fixed assets 1,811 27,376 1,811 27,376

Bank interest received (13,654) (15,387) (13,862) (17,511)

Release of contributions for the purchase of tangible (21,200) (9,760) 7
ixed assets
Depreciation and impairmentoftangible fixed assets 2,315,591 1,126,832 2,294,021 1,116,887

(Increase) in stocks (276,328) (424,783) (274,930) (405,765)

(Increase) in debtors (739,687) (2,506,079) (445,275) (2,469,481)

Increase / (Decrease) in creditors 1,150,528 961,706 (1,189,199) 989,023

Net cash inflow from operating activities 7,163,738 5,212,169 5,119,243 5,292,793

 

b) Reconciliation of net cash flow

At beginning Cash flow At end of

 

 

 

 

of year year

£ £ £

Group

Cashat bank and in hand 3,586,545 4,310,615 7,897,160

Charity

Cash at bank and in hand 3,559,018 2,266,328 5,825,346

18. ANALYSIS OF FUNDS

At Incoming Resources At end of

beginning Resources expended year

of year
£ £ £ £

Group

Unrestrictedfunds

General 8,581,145 3,740,966 (5,382,014) 6,940,097

Non charitable trading funds 348,298 715,023 (655,794) 407,527

8,929,443 4,455,989 (6,037,808) 7,347,624

Restrictedfunds
Biomarkers EnhancementProject 1,715,487 1,638,901 (738,438) 2,615,950

Pilot Imaging EnhancementProject 506,715 4,616,550 (2,019,633) 3,103,632

Genetic Analyses EnhancementProject 4,659,928 5,389,194 (2,558,078) 7,491,044

 

6,882,130 11,644,645 (5,316,149) 13,210,626

 

Total 15,811,573 16,100,634 (11,353,957) 20,558,250
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18. ANALYSIS OF FUNDS (CONTINUED)

 

 

 

At beginning Incoming Resources At end of

of year Resources expended year

£ £ £ £

Charity

Unrestrictedfunds
General 8,926,218 4,123,086 (5,736,985) 7,312,319

Restrictedfunds

Biomarkers Enhancement Project 1,715,487 1,638,901 (749,147) 2,605,241

Pilot Imaging EnhancementProject 506,715 4,616,550 (2,020,543) 3,102,722

Genetic Analyses EnhancementProject 4,663,153 5,438,060 (2,563,245) 7,537,968

6,885,355 11,693,511 (5,332,935) 13,245,931

Total 15,811,573 15,816,597 (11,069,920) 20,558,250

 

Details of the Restricted funds for the Group and the Charity are as follows:

Biomarkers EnhancementProject

Funding of £9,365,000 has been secured to undertake a large scale analysis of biomarkers in the urine, serum,

plasma andredcells from the entire cohort of the Charity as follows:

Total funding

£

Medical Research Council 4,000,000

The Wellcome Trust Limited (as Trustee of The Wellcome Trust) 4,000,000

Diabetes UK 1,000,000

British Heat Foundation 365,000

9,365,000

The WellcomeTrust Limited (as Trustee of the Wellcome Trust) administers this funding. As at 30 September 2014

£3,614,085 (2013: £1,975,184) of these funds had been received by the Charity.

Pilot Imaging Enhancement Project

Funding of £9,600,000 has been secured to undertake a pilot study exercise of imaging enhancements which will

provide comprehensive brain, cardiac, carotid and bone imaging up to 6,000 ofthe Charity’s cohort as follows:

Total funding

£

Medical Research Council 9,600,000

The WellcomeTrust Limited (as Trustee of the Wellcome Trust) administers this funding. As at 30 September 2014

£5,569,750 (2013: £953,200)of these funds had been received by the Charity.
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18. ANALYSIS OF FUNDS (CONTINUED)

Genetic Analyses Enhancement Project

Funding of £21,000,000 has been secured to undertake the extraction of DNA from the buffy coat samples of the

Charity’s cohort and for these DNA samplesto be subject to SNP Genotyping,as follows:

Total funding

£

Medical Research Council 10,000,000

Department of Health 10,000,000

British Heart Foundation 1,000,000

21,000,000

The Wellcome Trust Limited (as Trustee of the Wellcome Trust) administers the funding due from the Medical

Research Council.

As at 30 September 2014 the Charity had received funds £7,289,194 (2013: £2,000,000) from the Medical Research

Council and £nil (2013: £10,000,000) from the Department of Health.

19. ALLOCATION OF THE CHARITY’S NET ASSETS

Thenet assets are held as follows:

Unrestricted Restricted Total Total

2014 2014 2014 2013

£ £ £ £

Group £ £

Fixed assets 7,187,088 4,302,815 11,489,903 10,877,659

Net current assets less current liabilities 432,871 8,907,811 9,340,682 5,059,360

Accruals and deferred income (167,373) - (167,373) (125,446)

Provisions forliabilities and charges (104,962) - (104,962) -

 

7,347,624 13,210,626 20,558,250 15,811,573

 

Charity
Fixed assets 7,020,781 4,310,714 11,331,495 10,760,550

Net currentassets less currentliabilities 396,500 8,935,217 9,331,717 5,051,023

Provisions forliabilities and charges (104,962) - (104,962) :

 

7,312,319 13,245,931 20,558,250 15,811,573
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20.

21.

22.

COMMITMENTS

a) Amounts contracted for but not provided for in the financial statements of the Group and Charity amounted to

ENIL (2013: £2,213,535)

b) Annual commitments under non-cancellable operating leases are as follows:

 

2014 2013

Land and Other Land and Other

buildings buildings
£ £ £ £

Group and Charity

Operating leases which expire:
Less than one year - - - 4,099

Within twoto five years 58,423 76,555 - 70,000

Greater than five years 157,191 - 214,662 -

215,614 76,555 214,662 74,099

POST BALANCE SHEET EVENTS

In October 2014 the subsidiary, UK Biocentre Limited signed agreements with the University of Oxford for the
rental of two properties, both for a period of 20 years and two further agreements for the lease of equipment within
these properties, one for the period of 5 years and one for 20 years.

RELATED PARTY TRANSACTIONS

The WellcomeTrust Limited (as trustee of the of The Wellcome Trust) and the Medical Research Council

The Wellcome Trust Limited (as Trustee of The Wellcome Trust) and the Medical Research Council are both

Membersofthe Charity and entitled to appoint a Director to the Board.

In October 2010 both The Wellcome Trust Limited (as Trustee of The Wellcome Trust) and the Medical Research

Council agreed to provide funding of £24,961,541 to the Charity for the next five years and in accordance with the

Joint Venture Agreement, entered into with the Charity in January 2004, both parties will contribute equally. During
the year it was agreed to extend this funding for two further years from 1 July 2015 to 30 June 2017 with total

grant award of £10,000,000 to cover this period. The objectives of this funding remain consistent with the funding
awardfor the five year period ending 30 June 2015.

Funding received during the year was as follows:

2014 2013
£ £

The Wellcome Trust Limited (as Trustee of The WellcomeTrust) 1,682,128 2,662,200

Medical Research Council 1,682,128 2,662,200

Deparment of Health via the Medical Research Council from the Secretary of State 177,067 280,231

3,541,323 5,604,631

During 2013 The Wellcome Trust Limited (as Trustee of The Wellcome Trust), the Medical Research Council and

the Charity entered into three Variation Agreements to the Joint Venture Agreement, entered into in January 2004.
These agreements are for specific enhancement projects which are referred to in detail at Note 18. The Wellcome
Trust Limited (as Trustee of the Wellcome Trust) administers the funding appertaining to these agreements.
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22 RELATED PARTY TRANSACTIONS (CONTINUED)

Funding received during the year for these projects are as follows:

2014 2013

£ £

Pilot Imaging Enhancement Project

Medical Research Council 4,616,550 953,200

2014 2013

£ £

Biomarkers EnhancementProject
Medical Research Council 700,011 843,645

The Wellcome Trust Limited (as Trustee of The Wellcome Trust) 700,011 843,645

Diabetes UK 63,877 76,983

British Heat Foundation 175,002 210,911

1,638,901 1,975,184

2014 2013

£ £

Genetic Analyses Enhancement Project
Medical Research Council 5,389,194 2,000,000

In addition the Charity is able to use the facilities of The Wellcome Trust Limited (as Trustee of The Wellcome

Trust) for meetings and related services. The charge during the year for the use of these facilities and the amount
owing to The Wellcome Trust Limited (as Trustee of The Wellcome Trust) at the year-end was £11,154 (2013:

£7,114).

The University of Oxford and Clinical Trial Service Unit (CTSU) and Cancer Epidemiology Unit (CEU) of

the University of Oxford (CTSU)

Professor Sir Rory Collins, who is the Chief Executive and Principal Investigator of the Charity, is Head of the
Nuffield Department of Population Health at the University of Oxford which includes the Clinical Trial Service Unit
(CTSU)and the Cancer Epidemiology Unit (CEU). In addition Professor Sir Rory Collins is co-director of CTSU.

The services which CTSU provide are the developing, producing, delivering and maintaining the Charity’s
Assessment Centre and Research Access IT Systems. The total amount payable to CTSU forthese services during
the year was £355,055 (2013: £305,681) and the amount owing to CTSU at the year-end was £300,000 (2013:

£97,147). The Charity has a contract with CTSU for these services until 30 June 2017.

CEU provide research services to the Charity for the development and enhancement of web-based questionnaires.

The total amount payable to CEU for these services during the year was £NIL (2013: £13,557) and the amount

owing to CEU at the year-end was £NIL (2013: £84,034).

As detailed at Note 6, Professor Sir Rory Collins is an employee of the University of Oxford and is secondedto the
Charity for 60% of his time pursuant to an agreement entered into between the Charity and the University of Oxford
in September 2007. This agreement was extended in June 2014 for a further five years. The cost of the secondment
during the year was £102,874 (2013: £95,080) and the amount owing to the University of Oxford in respect of this

secondmentat the year-end was £17,433 (2013: £50,219).
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22 RELATED PARTY TRANSACTIONS (CONTINUED)

University of Manchester

The University of Manchester, whichis entitled to appoint a director to the Board, provides payroll services to the
Charity. £2,255 (2013: £2,255) was charged by the University of Manchester during the year for payroll services.

The amount owed to the University of Manchester at the year-end in respect of the reimbursementofsalary costs
was £NIL (2013: £215,820).

23. PENSIONS

The Charity participates in the Universities Superannuation Scheme (USS), a defined benefit scheme whichis
contracted out of the State Second Pension (S2P). The assets of the schemeare held in a separate fund administered
by the trustee, Universities Superannuation Scheme Limited.

The appointment of directors to the board of the trustee is determined by the trustee company’s Articles of
Association. Four of the directors are appointed by Universities UK; three are appointed by the University and
College Union, of whom at least one must be a USS pensioner member; and a minimum of three and a

maximum of five are independent directors appointed by the board. Under the schemetrust deed and rules, the
employer contribution rate is determined bythetrustee, acting on actuarial advice.

Thelatest triennial actuarial valuation of the scheme was at 31 March 2011. This was the second valuation for
USSunder the scheme-specific funding regime introduced by the Pensions Act 2004, which requires schemes to
adopt a statutory funding objective, which is to have sufficient and appropriate assets to cover their technical
provisions. The actuary also carries out regular reviews of the funding levels. In particular, he carries out a review

of the funding level each year between triennial valuations and details of his estimate of the funding level at 31
March 2014 are also includedin this note.

The triennial valuation was carried out using the projected unit method. The assumptions which have the most

significant effect on the result of the valuation are those relating to the rate of return on investments (i.e. the

valuation rate of interest), the rates of increase in salary and pensions and the assumed rates of mortality. The
financial assumptions were derived from market yields prevailing at the valuation date. An “inflation risk
premium” adjustment was also included by deducting 0.3% from the market-implied inflation on account of
the historically high level of inflation implied by government bonds (particularly when compared to the Bank of
England’s target of2% for CPI which corresponds broadly to 2.75% for RPI per annum).

To calculate the technical provisions, it was assumed that the valuation rate of interest would be 6.1% per annum,

salary increases would be 4.4% per annum (with short-term general pay growth at 3.65% per annum and an

additional allowance for increases in salaries due to age and promotion reflecting historic scheme experience, with
a further cautionary reserve on top for past serviceliabilities) and pensions would increase by 3.4% per annum for
3 years following the valuation then 2.6% per annum thereafter.

Standard mortality tables were used as follows:

Male members’ mortality SINA [“light”] YoB tables — No age
Female members’ mortality SINA [“light”] YoB tables — rated down 1 year

Use of these mortality tables reasonably reflects the actual USS experience but also provides an element of
conservatism to allow for further improvements in mortality rates the CMI 2009 projections with a 1.25% pa

long term rate were also adopted. The assumed life expectations on retirement at age 65 are:

Males (females) currently aged 65 23.7 (25.6) years

Males (females) currently aged 45 25.5 (27.6) years

At the valuation date, the value of the assets of the scheme was £32,433.5 million and the value of the scheme’s

technical provisions was £35,343.7 million indicating a shortfall of £2,910.2 million. The assets therefore
were sufficient to cover 92% of the benefits which had accrued to members after allowing for expected future
increases in earnings.
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The actuary also valued the scheme on a numberofother bases as at the valuation date. On the scheme’s historic
gilts basis, using a valuation rate of interest in respect of past service liabilities of 4.4% per annum (the
expected return on gilts) the funding level was approximately 68%. Under the Pension Protection Fund
regulations introduced by the Pensions Act 2004 the Scheme was 93% funded; on a buy-out basis (i.e. assuming the
Scheme had discontinued on the valuation date) the assets would have been approximately 57% of the amount
necessary to secure all the USS benefits with an insurance company; and using the FRS17 formula as if USS was
a single employer scheme, using a AA bond discount rate of 5.5% per annum based on spot yields, the actuary

estimated that the funding level at 31 March 2011 was 82%.

As part of this valuation, the trustees have determined, after consultation with the employers, a
recovery plan to pay off the shortfall by 31 March 2021. The next formaltriennial actuarial valuation was as
at 31 March 2014. If experience up to that date is in line with the assumptions made for this current actuarial

valuation and contributions are paid at the determined rates or amounts,the shortfall at 31 March 2014 is estimated
to be £2.2 billion, equivalent to a funding level of 95%. The contribution rate will be reviewed as part of each
valuation and may be reviewed more frequently.

The technical provisions relate essentially to the past service liabilities and funding levels, but it is also necessary to
assess the ongoing cost of newly accruing benefits. The cost of future accrual was calculated using the same

assumptions as those used to calculate the technical provisions but the allowance for promotional salary increases
was not as high. Analysis has shown very variable levels of growth over and above general pay increases in recent
years, and the salary growth assumption built into the cost of future accrual is based on morestable, historic,

salary experience. However, when calculating the past service liabilities of the scheme, a cautionary reserve has

been included, in addition, on account ofthe variability mentioned above.

As at the valuation date the Scheme wasstill a fully Final Salary Scheme for future accruals and the prevailing
employer contribution rate was 16%of Salaries.

Following UK governmentlegislation, from 2011 statutory pension increases or revaluations are based on the

Consumer Prices Index measure of price inflation. Historically these increases had been based on the Retail

Prices Index measureofprice inflation.

Since the valuation effective date there have been a number of changes to the benefits provided by the scheme
although these became effective from October 2011. These include:

New Entrants

Other than in specific, limited circumstances, new entrants are now provided benefits on a Career
Revalued Benefits (CRB)basis rather than a Final Salary (FS) basis.

Normalpension age

The Normalpension age wasincreased for future service and new entrants, to age 65.

Flexible Retirement
Flexible retirement options were introduced.

Membercontributions increased

Contributions were uplifted to 7.5% p.a. and 6.5% p.a. for FS Section members and CRB Section
membersrespectively.

Cost sharing

If the total contribution level exceeds 23.5% of Salaries per annum, the employers will pay 65%of the
excess over 23.5% and members would pay the remaining 35% to the fund as additional contributions.

Pension increase cap
For service derived after 30 September 2011, USS will match increases in official pensions for the first
5%. If official pensions increase by more than 5% then USS will pay half of the difference up to a
maximum increase of 10%.
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Theactuary has estimated that the funding level as at 31 March 2014 under the schemespecific funding regime had
fallen from 92% to 85%. This estimate is based on the results from the valuation at 31 March 2011 allowing
primarily for investment returns and changes to market conditions. These are sighted as the two most significant
factors affecting the funding positions which have been taken into account for the 31 March 2014 estimation.

On the FRS17 basis, using an AA bond discountrate of 4.5% per annum based onspotyields, the actuary calculated

that the funding level at 31 March 2014 was 75%. Anestimate of the funding level measured ona historic gilts
basis at that date was approximately 61%.

Surpluses or deficits which arise at future valuations may impact on the Charity’s future contribution commitment.
A deficit may require additional funding in the form of higher contribution requirements, where a surplus could,
perhaps, be used to similarly reduce contribution requirements. The sensitivities regarding the principal

assumptions used to measure the schemeliabilities on a technical provisions basis as at the date of the last
triennial actuarial valuation are set out below:

Assumption Changein assumption Impact on shortfall

Investment return (valuation Decrease by 0.25% Increase by £1.6 billion

rate ofinterest)

The gap between RPI and CPI Decrease by 0.25% Increase by £1 billion
Rate of salary growth Increase by 0.25% Increase by £0.6 billion
Members live longer than 1 year longer Increase by £0.8 billion

assumed

Equity markets in isolation Fall by 25% Increase by £4.6 billion

USSis a “last man standing” schemeso that, in the eventof the insolvency of any of the participating employers in
USS, the amount of any pension funding shortfall (which cannot otherwise be recovered) in respect of that

employer will be spread across the remaining participant employers andreflected in the next actuarial valuation of
the scheme.

The trustees believe that over the long-term equity investment and investment in selected alternative asset classes

will provide superior returns to other investment classes. The management structure and targets set by the trustee

are designed to give the fund a significant exposure to equities through portfolios that are diversified both
geographically and by sector. The trustee recognises that, putting the issue of the USS fund’s size and scale to one
side for a moment, it might be theoretically possible to select investments producing incomeflowsbroadly similar
to the estimatedliability cash flows. However, in order to meet the long-term funding objective within a level of
contributions that it considers the sponsoring employers would be willing and able to make, it is necessary and
appropriate for the trustee to take on a degree of investmentrisk relative to the liabilities. This taking of investment
risk seeks to target a greater return than the matching assets would provide whilst maintaining a prudent
approach to meeting the fund’s liabilities. Before deciding what degree of investmentrisk to take relative to the
liabilities, the trustee receives advice from its internal investment team, its investment consultant and the scheme

actuary, and importantly considers the ability of the sponsoring employers to support the scheme if the
investmentstrategy does not deliver the expected returns.

The positive cash flow of the scheme meansthatit is not necessary to realise investments to meetliabilities, and the
schemeactuary has confirmedthat this is likely to remain the position for the next ten years or more. The trustee
believes that this, together with the ongoing flow of new entrants into the scheme and mostcritically the ability of
the employers to provide additional support to the scheme should additional contributions be required, enablesit to
take a longer-term view ofits investments. Some short-term volatility in returns can be tolerated and need not feed
through immediately to the contribution rate. However, the trustee is mindful of the difficult economic climate
which exists for defined benefit pension schemes currently, and the need to be clear about the responses that are

available should the deficits persist and a revised recovery plan becomes necessary following the next actuarial
valuation of the scheme as at March 2014. Thetrustee is making preparations ahead of the next valuation to

compile a formal financial managementplan, which will bring together — in an integrated form — the various funding
strands of covenantstrength, investmentstrategy and funding assumptions, in line with the latest guidance from the
Pensions Regulator.
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At 31 March 2014, USS had over 162,000 active members and the Charity had 76 and the Group had 81 active

membersparticipating in the scheme.

The total pension cost for the Charity was £316,423 (2013: £172,359) and the Group £337,619 (2013: £183,247).

There were no prepaid or outstanding contributions at the 30 September 2014 (2013: £nil). The contribution rate
payable by the Charity was 16% of pensionablesalaries.


