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HIGHLIGHTS

> Excellent financial > Pasitive reservations and

performance rental outiock for 2016/17
» Visible eamings » Development pipeline
growth outiook remains strong
> Growth prospects
fermain strong
Eomings per shore' Dividend per shore
Net asset volue* Tolal acounting retum
Profit bedore fex Loan-fe-vuive ratio

' The financial siatements ane prapared in occordancs with internationa) Ainancial
Repaorting Standarnds (IFRS). Inesa finoncial ighlights are based on fhe European Public
Reat Esiate Association {EPRA) besi practice recommendations and these performance
measunes are published os they are intendext 1o help vsers in the companabilty of these
results acrass ofher isted real estate companies in Europe, The meirics are also used
internally to mecsure and manage the business and align o the performance reiated
conditions for Direciors' Remuneration*

2 2015 ond 2016 EPS is bosed on adjusted EPRA eamings

= A tullreconcifiation of the finonclal statements signed under IFRS to the EPRA
perforrnance maasures is st oul in note 2.2 of Ine financial statemeants,

181 Reod more on our flequently used terms: Glossary

PROVIDING HOMES FOR OVER

49,000

STUDENTS

DEUVERED BY

1,450

PASSIONATE
PEOPLE

OPERATING

140

PROPERTIES

WE WORK CLOSELY WITH

60 |

UNIVERSITIES
ACROSS THE UK

FOCUSING ON

24

UNIVERSITY TOWNS
AND CITIES



CELEBRATING
25 YEARS

«swo,  UWE ARE THE LARGEST AND 200

> MOST EXPERIENCED PROVIDER LYY
t\__/¢ OF PURPOSE BUILT STUDENT i Sheffeld

e ACCOMMODATION IN THE UK. we launchoin

Uf'/
%

1992 1994 1999 200

We open our first property vire more propertiesin We cre listed on the Altemative We form Europ

in Bristol where we remain Bristol and stard specialist property Investment Market (AlM) specialist stude
head-quartered and now management services invesiment furw
have 140 properties, housing Accommodati
49,000 students for the 2016/17

academic year

1998 2000

We opean our first London properties We are floated on London Stock
Exchange to expand inte Manchester,
Liverpool and Portsmouth
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0th property -

t venture with GIC

6

&'s largest unlisted
it accommaodation

d, the Unite UK Student

on Fund [USAF)

Unite

Foundation

2009

Wa are voled one
of 'Britain’s Top
Employers’ by the
CRFInstitute

2010

We open Q new

Lordon office which

provides a base for
our property and
developrment teanms

2011

We have grown 1o house 40,000
students in 135 propartias across 24
University lowns and cities every year

We are gworded the Investors in
Peapie Silver Award

we launch our employee recognition
programene — the Stars Awords

2012

We found and donate £8 milion

to the Unite Foundation —a charity
1o support students withaut fomiy
support, Our first 28 students are
recrulied through four universitias
and receive scholarships mode up
of occommodation and a living
allowance ta support them through
their study years

we raise £90 mitlion after issving
a retail bond

wWe launch the London Stydent
Accommodation Vehicle {LSAV)

We scoop the Stuaernt
Accommodation Operator of the
Year award at Property Week's RESI
awards which celebrate successes
in the residential property sector

2014

Wa launch our business purpose,
Home for Success

We invest £21 milion in improving
lighting ocross oll of our buikdings
to benefit our students and

the envilonment

2016

We are owarded the Invesiorns in People
Gold Aword

We open 0 sales and markefing office
in Bedjing

we donate a turther £5 mition to the
Unite Foundation in the fomm of USAF units

O stugents ond employees roise
£175,000 for Sport Relief

We scoop the Student Accormmodation
Operatorof the Year gword at Property
Waek's RES| awards for the third time

2015

Wa become the first Living Wage
Emgployer in our sector

Tha first four unite foundation
scholars graduaie

Tha National Union of Students
Qwards our students 12 Green

Impoct Awards for their susiainable
wark while iiving with us

—————————
1/2 MILLION
STUDENTS
HOUSED

SINCE 1991
T —————
WE LAUNCHED
OUR INNOVATIVE
TECHNOLOGY
SOLUTION, PRISM
S —————————
WE EXPANDED
OUR BUSINESS,
OPENING AN
OFFICE IN CHINA
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STRONG
FOUNDATIONS

FOR THE FUTURE

More than half a million students have lived
with us during our 25-year history and we
continue fo grow. In 2016, we opened five
new properties which means we have the
privilege of housing our largest ever number
of students, 49,000. As the UK’s biggest and
most established provider of purpose built
student accommodation we have leamt

a huge amount from our students and

the universities with which we work.

It s critical to our 1,450 employees
that we use our unique experience
to continue to develop the most
supportive student experience,
which delivers for our current and
tuture students, ocur universities and,
of course, for our employees.

Qur consistentty strong
performance throughout 2016
and visible development pipeiine
and operationol expertise mean
we are well positioned to deliver
sustainable eamings growth in
the coming years for cur investors.

2 For more information
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WHERE WE OPERATE

UWE OPERATE ACROSS THE UK IN

24 CITIES, WITH OUR TOP TEN

MARKETS MAKING UP 75% OF OUR

THE UNITE GRGUP PLC ANNUAL REPORT AMD ALCOUNTS 2018

by value

TOTAL BEDS. 47% OF OUR CAPITAL
IS INVESTED IN LONDON.

Our development and forward

funds pipeline

This is our deveiopment pipeling until 2019,
Once complede it will biring 6.965 beds to the market.

© o

New openings
In 2016
Gresthom Street, Port sh

Yop ten properiies

Moonsalw Polnt, London Beds: §74 (Wholly owned)
Moonroker Point offers 147 shuclics ond 527 ooms

in chuster fiats. Stuated in Zone 1 ond next o the

Tale Modem, Moorvaker Point provides o nome

for King's College, London students.

Opening
in 2017
5t Leonords, Edinbrgh

(Wholly ovmed)*

B34 beds
Cousewayend, Absrdeen
(Wholly owned)

399 beds

For Gostord Sireel, Covaniry
[Wholly owned}”

| 286 beds

Stapleton House, London
(LsAv)

842 beds
Ofympic Way, London
[LSAV]

699 bads

New beds
_

3,082

* Soid to USAF dunng 2016

(Wholly ownad)
581 beds

Milennlom Way, Coveniry

(Wholty owned)
391 beds

Tara House, Liverpool

(Wholly ownad)
776 beds

Beech House, Oxford”
[USAF) 147 beds

Luton Court, Edinburgh®
[USAF} 237 bads

New beds
*

2,152

|
Opening
[ in2018
Newgale Strest, Newcarstie

(Wholly owned)
' 575 beds

! Brunel House, Brislol

{Wholly owned)
232 beds

I Chaucer House, Perlsmouth

{Wholly owned)
484 bods

i St Vincertts, Sheffieid
{Wholly owned)

. 545bads
Infsmalional House, Birminghom
{Wholly owned)

| 586 beds

. New beds
———————

2422

Opening
in 2019
Skethome, Uverpool

(Wholly owned]}
1,085 beds

Oid BRI, Brisiol

(Wholly owned)
706 bads

Consttution Sireet,

i Aberdeen

| ooy ownec)
i 800 beds

New beds
*

2,391
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Stapieton House, London
Beds 842 (LSAY)

Great vatue, high qually
student accommodation
next o Holioway Road
tutze stafion, quick finks
to ollcentral London
Universifies,

Stratford ONE, London
Sadx 1,001 (Wholly owned)
This 28 floor property is
uUnita's lorgest in London
with panoramic views
across London and the
Olympic Park,

The Plaxa, Leeds

Bodix 1,500 (USAF)
Completedin two phases,
the property s corvenient
for both Universihes in
Leeds. It offers arange

Wobum Ploce, London 8
Sods 455 (LSAY)
woburn Place isideally

located adjecent fo three
University compuses and is

at the heort of student e

n cantral London.

§t Pancras Way, London ¢
Beads: 571 (Wholly ownad)

St Pancros Way s ashort

werlk from King's Cross and

St Pancnas stations. The

building provides a home

for 571 UCL stucients.

Angel Lane, Landon 1@
Beds: 759

Cpened in September

2015 with aronge of

en suite ond slucko
ocoommodation. Angel

tane i located in Stratford

with Westfield shopping

centre and the Olympic

Park on the doorstep.

Emily Bowes Court, london
Redy: 593 (USAF)
A conlemponey room
design, Zone 3 location
and cuack i nto central
London make this o

2015, this property
offers o broad range
of stuciio rooms and
providing quick inks
ta centrl London,

The Forge, Sheffieid
ey 1,38)

(Wholy owned)
Campus-style living within
a dity cenire environment
prowiding homes

for students at both
Universities in Sheffield,

Top ten cities in which we operate®

Ronk  City o et | axnben Mo
9 London 10,124 292,706 3.5%
©  simingham 4846 57767 B.4%
©  sheffie 3731 51,095 7.3%
0O o 3.479 e 8.4%
® Leeds 3458 53,185 6.5%
©  monchester 233 65,664 36%
@® oo 2239 45,245 4B%
2 ) Portsmouth 2,222 18,826 1na%
©  Leicester 1.687 33,299 5.1%
®  cuoseow 1.643 57.921 28%
Yolol 35,745 N7 5.0%
Proportion of Unite poriolilo 5%

* Top ten cities in which we operate has been ad|usted 1o reflect the
portfolio changes in February 2017, Aston University on-campus
acauisiion (3,067 beds| and the mgionol portfolio dispasal (4,175 beds)

i ; % copital invested in London

34 Read mons: Proparty review
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OUR PURPOSE
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Home for success

Individually and
coliectively, our ,450
pecple are driven by

a common puUrpose:

to provide the students
who live with us o '"Home
for Success'. This means
providing the best home
for all students, helping
them grow and succeed
at University and beyond.

We do so through the
passion of our people,
great properties and a
deep-rooted commitment
fo customer service for
both our students and
our University partners.

The best home...

We provide o high quaftty and secure Rving
srvironment where young People can develop
academically and soclalty.

Because we know that while, for most people,
University is o time of exciternent and cpportunity,

it can qlso be a time of anxiety and stress. Our
research shows that students who feel well
infegrated ore more reslient and better equipped
to navigate the ransition to University, We therefore
aim 1o provide an environment, which, in every way,
halps thern achigve this.

for all students...
We undesstand that a University educaltion is
nowadays a significant im nt for young peoph

and believe that no-one should miss out Smply
because of thek personal chcumsiances.

we therefore offer o variety of accommodation

at different price points, ranging from rooms with
shared bathrooms, 1o clusters of ensuite bedrooms
with shared kilchens and living spaces 10 seif-
contained studic apartments. In oddition, the Unite
Foundation is currently providing accommodation
and a generous iiving allowance for 134 students
from severely disagvantaged backgrounds ot
Universities across the UK.

helping them grow and succeed...

For maryy people, Univertity iswhere the academic
foundctiang of their career are kaid. But, for every
genemition of students, University s more than simply
o stepping stone 10 a joo.

It mowuids them as individuals and provides a crifical
bridge 1 adulthood, where they can leom the
interpefsonal skills they will nead fof ife. We therefore
aim to create an environment that is caring ang
supportive but also allows our students to express
their natural desine for independence,

at university and beyond...

We befieve that where a student ives has a material
impact on thex academic and social experignce of
University and, uitimately, thei lives.

Through our people, our buildings and our focus on
customer service. we aim to help our students make
the transition from teenoagers 1o reslient adults,
equipped for everything thatlies ahead. We
regularly measure how well we are meeting ther
needsand are continuously looking for ways 1o
improve our proposition.
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OUR BUSINESS MODEL AND STRATEGY

Dellvering our purpose through our business model

Unite Students is the seclor-leading
manager and developer of student
accommodation, with a high quality.
wellHocated portfolio of approximately
140 properties in the UK's strongest
University towns and cities. We have a
customer-focused approach and work
closety with our University partners to
provide a seamiess service to over 49,000
students, providing them with a safe and
secure home at a wide range of price

points and room sizes, lailoring our service

to meet ther needs.

Qur focused business model seeks fo
defiver low double-digit tofal returns and
susiainable, growing earmings, by
maintaining our competitive advantage,
growing and maintoining the highest
quality portfolio and being the most
trusted brand in the sector, underpinned
by a strong capital structure.

1 Read more: Market review
12 Read more: Relationships

We cpercite through two main Business Units:
Operations and Property. Our Operations
unit is responsitie for the portiotio, including
those owned by our co-investment vehicles,
USAF and LSAV. We: aim fo defiver operafing
cashflows and eamings. defivering
sustainable anmual growth in rentalincome
and profits, increasing the value of

our investment portfolio through the
strangthening of our brand. Our operafing
platform PRISM enhances and improves
our operational capabilities, defivering
improverments o customer services,
revenue management and demonstrating
the efficiencies of scale.

The Property business unit s responsible
for our development and asset
management strategy and oversees our
two co-investment vehicles, We identify
and rmanage acquisitions, disposals and
the development of operational assets
that enable us 16 leverage our highly
scalable operating platform.,

24 Read more: Principal risks
ond unceroinfies

30 Read more: Operations review

Delivexing great custorner service and
building strong relaticnships with our
University partners, the communities in
which we operate, our custorners,
suppliers and 1,450 employees s crucial
to our success.

We work strategically with University
leaders. using our knowledge and
experience to help them with the
reafisation of their estates and residences
strategies. We invest in our employees and
support their development, helping them
achieve their personal and professional
potential, We work closely with the local
community. from the early stages of
development and planning to providing
oppoertunities for students living with us to
volunteer and bring positive benefits to
the agreq in which they live. Qverall, we
aim to provide the homes and sexvices
that enable and suppor our students’
penonal and academic achievements,

34 Read more: Property review
48 Read more: Ananciol review
L) Read more:Upto us
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In 2016 we welcomed our largest ever number
of students, 49,000. We ore the first home from
home for the majority of our students meaning
that almost one in 10 first year students live
with us. We are responsible for more students

than any single University.




DELIVERING
FOR OUR

STUDENTS

PRISM

We launched our innovative
technology solution, PRISM,
which provides a huge range
of benefits for our students.

We will be able fo process their
bookings much gquicker and book
tham into their rooms faster when
they amve o stay with us. PRISM also
has the capacity to speed up how
we can respond to student requests
on maintenance issues.

15 For more informafion

Ambassador programme
In 2016 we piksted our Student
Ambassador programme,
which cimed to identify
students fiving with us who were
wiling and passionate to share
their own first-hand experence
to help our new students
throughout their time with us.

The 12 initial Ambassodors were
recruited across four city locations
and actively engaged in helping
new students, particularty during
the on-boording experience. The
Ambassadors quickly became
recognised by new arrivals as the
‘go to’ peopie to help them to settie
in and the programme will continue
o develop.

Focus on employabliity

As part of our Home for
Success cormmitrnent, our
Employability inttiative identifies
ways in which we can help
students and their frends

to be suceessful in increasing
their employability once they
finish thelr University studies.

The Student Ambassador programme
piloted in 2014 was seen as a potentiol
stepping stone 1o identifying such
future opportunities, while our online
Student Life Hub was also further
developed in 2016 to include
employabitity ips.

Meamwhile, for students who finshed
ther University course in 2016. the Unite
Students Internship progromme gave
students the space and tools to leam
rmore obout our business, while building
empicyable skills. Ten students joined
s Qs inferns in 2014, working in al parts
of the business.

45 For mora information

O
:
3
o
Q
:
i
3

SjLSLLSIDS [DIdUBLLY

OB LD



Further strengthening

our University parinerships
Dedicated University
partnership team working
collaboratively with our

40 University partners.

10%

of 2016 openings are let fo
Universities under nomination

DELIVERING 58%

o
g
FO R 0 U R of all rooms ket through g
University agreements §
U N lVE RS' ' l ES T g
[s]
1]
First move info on-campus
in Biminghom
Aston Student Viioge
ASV istion i tral
Our long-term agreements with more glml,gﬁgﬁs;g;’;;s: "
than 40 Universifies across England and 3,067 rooms in our first rove
Scotland guarantee that more than 50% on-campus. -
of our studenis are allocated rooms in our 3
buildings. As student numbers increase . . g
and Universities seek to atiract students, 3 Pormoreinformation g
they look to us to support them by “I Just think the Unite §
providing attractive accommodation product is inspirational. s
that fits with their student strategies. I think a3 a brand, they're
ahead of other providers
in that they've kept
the prices not af an
unreasonable level”
Unite Students Reputation Survey,
2016 - an independent survey of
Higher Education institutes
23 For more information 3
(vl
:
3
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Invesiors in

People Gold

Unite Students joined the elfite
group of UK companies fo
achieve the coveted Investors
in Peopie Gold accreditation
in2016.

Developing our teams continuas 1o
be a pricrity For us and this occolade
racognises that by providing effective
programmes Qcross the company,
our teams Can deliver excellant
customer service, while offaring

a great place ‘o work with

a clear commitment to

daveloping employees.

Living Wage

2016

We were proud o receive the
Living Wage accreditation

Training

We have continued to develop
our comprehensive range of
high qudlity fraining courses and
development programmes for
our employees ot all levels. In
total, 4,100 training days were
delivered 1o halp emplovees
evolve their skifls and grow in
landem with the compaony.

Qur leadership framework has ako
continued to mature, with 43 delegates
attending leadership coursaes
throughowt the yearincluding

the programmes Becoming o
Supervisor, Becoming a Manager
and leadership developmeant.

4,100

We offered a totai of 4,100 training
days in 2014

Other related content

15 Chief Executive's review

30 Operotions review
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DELIVERING
FOR OUR

%‘.
&
PEOPLE %

We have 1,450 employees at Unite

Sfudents with the majorify working

with our students in 24 fowns and

cities, They are supported by

250 people In our Bristol support

cenire. Our property and development e

team have a central London base. g
d
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RELATIONSHIPS

WE RECOGNISE THAT THE STRENGTH
AND SUCCESS OF OUR RELATIONSHIPS
ACRQSS A VARIETY OF STAKEHOLDERS
HELP US TO CREATE LONG-TERM VALUE

FOR THE BUSINESS.

Our success is founded on delivering great customer service ond buikding strong
redafionships with our University partners, the communities in which we operate.,

our customers and employees.

We are commiffed o high efhical sfandards in 1he way in which we engage with
ouf customers, partners, employess, shareholders, suppliers and other sfakeholders,
Cur reputation as the rmost frusted brand in our sector is founded on our achievernent

of these high standords.

THE LITE GROLIP PLC ANNUAL REPORT AND ACCOUMTS HILS

investors and stakeholders

We seek o provide balanced, cleor
and ransparent communications that
aliow our shareholders to better
understand the business and our
strategy. through a programme of
regular meetings, Capital Mdarkets Days,
results briefings and frading updates
with #s institutional sharehoiders. equity
analysts and investors. These provide
opportunities to discuss the progress

of the business. All presentations given
to institutional sharehaolders are made
available on curwebsite,

In Agril 2014, we hosted o Capital
Markets Day which allowed invesfors
to view Gur Coventry portfalio and
davelopment pipetine and the
oppartunity fo interact with our
culting-edge operaling platform,
PRISM. In December 2016, o second
Capitat Markets Day held in London
included demonstrations on how
PRISM improves and strearmtines
our operations.

Universities

We aim fo maintain the strong
relationships we hove built with our
University partners who trust Unite
Students to provide students with o
safe and secure home that supports
their personal ond academic
achievement. In 2014, we have
continued to grow the proportion of
beds let through University partnerships,
increasing the percentoge of the
portfalio let under nominations
ogreernents with Universities, fo 58%.

We can boost our recruitment by offering
assurances to students (and thelr
parents) about quality accommodation.
When we understood Unite was buliding
next to Wembley Stadlum we took the
opportunity fo take the whole building
for cur students at the start of the 2016/17
academic year. We bedleve this will heip
our Univensity become part of the
exciling regenerated communlly around
the stadlum, enhancing the expesience
for our current and future students.

James Xennedy
Chief financiol Ofticer,
Middiesex University

Students

Unite Stuctents is focused on providing
quatity services to its students, at no
extra cosd, o ensure that they have
the best resources and facilities
availeble, This includes SOMB/s Wi-Fi
access. free fortnightly cleaning
services for shared spaces, discounts
witt retqil partners and allinclusive bitts
and insurance. We also offer a number
of career opportunities to help them
develop their employability and life skilks.

We have also continued o add lo
the My Unite app and our online
piatform, the Student Life Hub which
has impraved our ability o
communicate in real-time with our
students and engage with themon
relevant. inferesting and useful topics.

Students’ welfare is a core priority tor
Unite and there are a number of
initiatives in place to help bettar
understand and address the issues
facing students, conducting extensive
research and working closely with
University parfners to identify and
support struggling stucdlents,

The Impact the Foundafion scholanhip
had on my academic abllity and my
Ife In generat has been Immense. it
provided me with o safe, comforfabie
and independent environment -a
space | could call my own. And, most
importantly, a space which wasn't
going to sprout legs and run away.

Emily Orew
A student and Unite Foundation
graduate 2014
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People

OCur people are at the heart of our
business and our engagement with
all of our stakeholkders, We recruif,
develop ond retain employees in
accordance with the following key
themes: Resourcing, Reward, Talent
and HR Policies and Procedures,
Diversity and Cuiture,

We are cormmitted to fostering a
diverse and inclusive warkforce with

a cutture that is rewarding for ol of our
people and that remains engaging
and chollenging. We want to maintain
our culture, which delivers high
employse retention rates and coreer
development.

The welfare and professional
development of our employees is a
tigh priority for us. We have effective
systerns through which can identify
appropriate, high quality froining
programmes for cur employees to
evolve their skills and grow in tandem
with the company.

| have worked at Unite Students for
nearly 12 years, | have learni and
gained so much through my fime
hare, # reclly hos besn o great
experience.|startedoffasa
caretalaer In Biminghom but | atways
hod a parficulor interest in elechical
work and my mentor af the time,

saw polential In me. With his and the
business’ help | was able go back ie
college to complete my basic English
and Numeracy exarns ond move on
to study jo be an Elecirclan.

Jon Cash
Unite Stydents Central
Compliance Team

Suppllers

We rely on the strong relationships
that we deveiop with our suppliers
and pariners. We aim fo ensure they
share our conporate commitment

fo providing excellent service do our
customers and wider stokeholders,
ond that they are most suited to our
long-term stralegy. By selecting the
right suppliers through @ rigorous
tender process, we can ensure thot
they enable us to drive efficiencies
and improve margins, from both

an operational and o development
poird of view. This enables the
forming of strong, strategic and
mutually beneficial partnesships with
consistently high standards of quality
and innovation.

Technology is an imporiant resource
for Unite Students and foliowing the
appointment of a supplier, we
conduct ongoing ond regular vendor
management activities through
collaboration between the
Procurement and IT departments. This
process is designed to not only monitor
performance against agreed fevels,
but to ensure we continue 16 take o
leading rote inindustry developments.

Forko Flooring Systerns have been
working with Unlie for overfour years
now, and it is a porinership we are
proud fo be por ol. From working

with the accommodation designers
to ensure we get the right flooring
sohsions for the applicotion, fo
managing the giant logistics and stock
conirol recuirements fo ansure projects
un smoothly, we are plecsed to be part
of the process every step of the way.

Hizabeth Bushell
Key Accounis Mandager.
Forbo Flooring Systems

Charities and communities

We appreciate the central role that
we ploy in the many communilies we
occupy across the UK. We work closely
with the local community, from the
early stages of development and
planning fo providing oppartunities for
students living with us to volunteer and
bring positive banefits to the area in
which they live.

In 2014, in support of our 2016 Charity,
Sport Radief, our students, people and
morathon static cycling world record
holder Jarme McDonaold cycled
43,000 miles and raised £175,000 on
The World's Biggest ‘Virtual’ Tandem.
This in¢luded a static bike challenge
in 24 cities where we have student
occommodation and the John
O’'Groats to Lands End challenge.

We Qlso continued our nasional
volunteering progromme. Jaunched

in 2015, which allows every employee

a paid day to volunteer for a good
cause. We also encourage our students
o volunteer and support locoland
national charities. For example through
Glothing donations alone we raised
£140.000 for Cancer Research. The Unite
Foundation continues o support young
people from the most challenged
backgrounds achieve a degree,

We ars delighted that Unite Students
fook on ihis amazing challenge and
raised such a fankastic amount for
Sport Reliel 2014, The money rolsad
will heip give extremely vulnercbie
ond disadvantaged pecple inthe
UK. and across the world's poorest
communiiies, a helping hand to tum
their lives around.

Anne-Ceclie Barthier

Head of Fundralsing & Parinerships,
Comic Relis! which manages Sport
Reliet, our charlty for 2014
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CHAIRMAN'S STATEMENT

STRONG PERFORMANCE DELIVERED
THROUGH TALENT AND HARD
WORK OF OUR TEAMS

Phil White
Chairman

Govemance highlights

The Govemnance Repoit on pages
50to 99 (Inclysive) provides
details of the Group's approach
fo governance and how it supporis
the delivery of our strategy.

The highlights of the year included:

> Succession planning and talent
development — CEQ fransition
during 2016

> Governance/risk management
following Ledve vote and dynamic
external market

» Substantial invesiment in PRISM

> Preparation for REIT conversion
on 1 January 2017

58 Formom inforrnation

2016 has been a landmark year for Unite
Students for severalreasons: celebrating
our 25th year, welcoming our 500.000th
customer and providing homes for 42,000
students, our largest ever intake in asingle
year. We also achieved a Gold
accreditation in the ‘Investors in Pecple’
people management standard. plocing
s in the top tier of businesses.

Performance has cgain been strong,
with o total accounfing retum of 15%
and growth in Adjusted EPRA earnings
10 £61.3 million, up 24%. Profit before

tax was £201.4 million which includes
property revaluations of £1346.3milicn
[2015: £388.4 milion and £324.6 million
raspectively). As aresult of this strong
performance, we are increasing our
dividend pay-out ratio to 75%, ayear
ahead of schedule and deckring a final
dividend of 12.0p. This adds up to a total
of 18.0p for the full yeor, an increase of
20% year on year.

Unite Studentsis a service brand and the
strang performance we have delivered
for our customers, University portners and
shareholders is onty possible because of
the taient and hard work of our leams
ocross the business, On behalf of the
Boord, | would like to thank them for
another excellent year.
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On 31 May, Mark Allon stepped down as
Chief Executive, a role he held since 2006.
Mark played @ key role in the success of
Unite Students and on behalf of the Board
and everyone ot Unite, | wouid fike to
thank him for his service and wish him

wall for the future.

Richard Smith hos faken over as Chief
Execulive, having been the Managing
Divector of our Qperations business for
the last five yeors. successfutly leading
the transformation of our sevvice delivery
ond implementation of our PRISM
operoting platform.

A core part of our recent success has
been cur consistent strategy and we

will continue fo focus on its three main
elements: 1o deliver great service to

our students and University pariners,

to operate britiant buildings and fo
maintain high quality eamings and a
strong capital structure. As a result of our
continuing progress in these areas, we
have successfully fransitioned to become
@ REIT, effective from 1 Jonuary 2017, and
we believe Ihis is consistent with our focus
on incorme and capital discipline.

The outiook for our market remains
positiva with structural growth being
supported by the strength of the world
rencowned UK Higher Education sector,
increasing participation rates, the
irternationalisation of Higher Educafion
and the shortage of housing in the UK.

The impact of Brexit is starfing to become

' clearer and we do not expect it fo have

o material impact on stugent numbers.
Qur high quality portfolio, University
relationships ond market-lecding
operating platform leave us well ploced
to continue performing strongty in the
years to come.

Phil White
Chalrman
22 February 2017
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CHIEF EXECUTIVE’S REVIEW

MAINTAINED FOCUS TO DELIVER
HOME FOR SUCCESS FOR ALL
STUDENTS WHO LIVE WITH US

Richard Smith
Chief Executive Officer

Financial highlights

EEZE7m U
£613m +
277+
£201.4m <
1013p
180p -

15% ¢

4%

In my first year as Chief Executive, lam
pleased to report another strong set of
results for the year ending 31 December
2016. We have maintained aur focus on
delivering sustamabte growthin recurring
profits and cash flow in the long term,
and delivering a Horne for Success to all
of the students who five with us, We do
this by providing great service and
operating brilliant buildings thot students
and Universities chocse. We Qlso ensure
investment discipline to maintain

a strong capilal structure and deliver
high-quality earnings.

Performance in 2014 was driven by
another year of strong growth in EPRA
earnings, rental growth and development
profits, combining to deliver o total
accounting raturn of 15%. Adjusied EPRA
eamings (adjusted fo exciude the yieid
related element of the USAF performance
fee) increased by 24% to £61.3 milion
and now reprasents one-third of the

total shareholder return. As a result of

the significant growth in earnings and
the positive outlook for further earmings
growth, we are decioring o final dividend
of 12.0p (2015: 9.5p]. making a dividend
per share of 18.0p for the full year (2015:
15.0p]. an increcse of 20% year on year.

We are continuing 10 focus on growing
earnings in absolyte terms and ako asa
proportion of our tetal return. This s driven
by our ability o continue growing rental
levels on an annual basis, the dalivery of
cost efficiencies and from fhe completion
of our high-quality development pipeline.

Qur PRISM operating platform, which
became fulty opaenationalin 2014, provides
us with a unigue capabillity ta drive:

value frorm our portfolio through scale
efficiencies and revenue management,
supparting cw ongoing income focus.

Since the yeor end, we have completed
twa important strategic initiatives with the
ocquisition of g 3,100-beg, on-compus
portiolio at Aston University and also

the sale of a regional portfolio, which
logether improve our partlolio quality
and focus on the best Universities.

The business completed its planned
conversion Yo become aREMon 1 January
2017. This transition supparts our continued
focus on eamings, capital discipline and
commitment fo distribute eomings to
sharehoiders. As a result of the strong
performance and positive outiook, we
have acoelergted ourincreased pay-out
rgtio to 75% of Adjusted EPRA earnings
[exciuding USAF performonce fees)

a year gheod of schedule.

Delivering great service to our

students and tiniversity pariners
Wa provide a high-quality and secure fiving
envilonment whera young peopie can
deveiop academically and socially and
make the most of their time at University.

For many paopie, University is where the
foundations of their career are laid, We
ungerstand that a University education i
a significant invesiment for young pecple,
and believe that no-one should miss out
simply because of their personal
circumstanges. But, for every generation
of sludents, University is more than simply
a stepping stone fo ajob. it moulds them
as individuaois and provides a critical
bridge to aduithood, where they can
learn the interpersonal skills they will need
for life. We belleve that where a student
lives has @ matericl impact on their
scademic and social experience of
University and, utimately. their ives, we
thevefore aim 1o crecie an environment
which is caring and supportive, but aiso
oliows our students to express their natural
desire for independence.

We racogrise that affordability of Higher
Education is animportant consideration
and therafore we offer a variaty of
accommodation at different price

points fo students with the maojority of

our accommodation focused at the
mid-range price point for purpose-builk
student accommodation. 65% of our
customers are from the UK and we
continue fo attroct growing numbers of
second and thind-yeor studeants, who now
make up one-third of our custormer base.
we will continue tc focus on providing our
custamers with excellent service ond an
experience that they volue.,

Our focus on the student experience i
completely aligned 1o the aims of our
Universify parfners, for whom siudent
expernence is a key measure, With
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CHIEF EXECUTIVE'S REVIEW

CONTINUED

students spending mere time in their
accommeodation than on campus, we
can demonstrate to Universities how we
can support thern and their ambitions.
This focus has led to 58% of our
accommaodation being let to Universities
through nomingtions agreements, With
an average remaining life of six years, our
nominations agreements provide income
and renial growth certainty on over half
of our revanue. In turn, this provides
protection from any potential changes to
student numbers, and has helped to deliver
average occupancy of $8% and rental
grawth of 3.5% over the lost five years.

Students too, expect mare from ther
accommodation and this year, we
maintained cusiomer service satisfaction
levels - a key performance indicator for
us —at high levels, placing us on a par
with some of the best European service
companies. We also secured excellent
resutts in our independently assessed
employee effectiveness and University
frust scores. The delivery of great customer
sefvice fo students and Universities
transiates into our strong financial
perfermance, delivering occupancy of
98% and rental growth of 3.8% in 2016
{2015: 98%, 3.8%). With our new operating
system, PRISM we have also delivered
further improvements to our NOI margin
and cverhead efficiency measure.

Qur people, University relationships, the
quality of our portfolio, PRISM and the
broader operating platform set us apart
from the other operators in the secter
and will support the ongoing growth

in our portfolio, service levels ond
financial performance.

Operating brilliant bulldings

Our strategy is built around the quality,
location and scale of our portfolic, We
aim to operate buidings that ore locoted
in and around the Universities with the
best prospects. We believe that our focus
on high-quality Universities across the UK
is the best strategy to ochieve continued
high levets of occupancy and rentol growth,
we generate 82% of our income from
customers attending high and mid-
ranked Universities, increasing to 86% on
completion of cur development pipeline.

During 2016, we opened 3,100 new beds,
invested £12 milkion in assel management
and refurbishment programmes and sold
£114 millicon of assets (on a see-through
basis). Taking into account these activities
together with vailuation mavements, the
vaiue of our investment portfolio {including
our share of co-investment vehiclest
increased by 14% to £2.1 billion as at

31 December 2014 and is valued at an

overoge portfolio yield of 5.45% (2014:
£1.8 billion and 5.55% vield).

We also made excealient progress with

our development pipeline during the year.
We conmpieted five new buildings over the
summer and secured aon additional four
new developrment schemes, which
increases our secuied davelopment
pipetne to 7,000 beds for delivery over
the next three years. Construction of all
our 2017 openings is progressing in line
with plans, pianning consents and buikd
contracts are in place for all of our 2018
deliveries and planning permission is in
place for oll but one of our 2019 schemes.

We are continuing to see affroctive
development cpportunities in strong
University markets and we pilan to invest
selectively in target markets to enhance
porifolic quality and deliver target
retums. Whilst demand for student
accommedation remains strong in
London, the fallin kand prices over the
kst 12 months has not been sufficient.
when combined with new planning
raquirernents for offordable student
housing provision, o enable us fo achieve
our target returns. We will continue to
monitor the situation for opportunities,

The anticipated yield on cost of our
secured pipeline is 8.4% ond prospective
returns on new schemes rermamn attractive
at 8.0-8.5%. The secured development
pipeline & highly accretive and remains

a significant component of our future
eamings growih and could contribute
12-14 pence per share to EPRA earnings
once buit out,

We continue to target acquisitions of
completed assets and porthclios that
enhance the quality of our portfofio and
the earnings profile of the business. These
acquisitions are targeted through our
co-investment vehicles due to their lower
cost of capital, allowing us fo generate
enhanced returns through our asset
management ond acquisition fees.

USAF hos ocquired two assets under
development which wil be opened for
the 2017 ocademic yeaor. These *forward
fund’ assets represent 404 beds, in Oxford
and Edinburgh and were purchased for

o combined total of £54 million, Following
the year end, LSAV aoquired a £227 milion
portfolio located on the Aston University
campus. This exciting developrment allows
us to build a strategic relationship with o
high-ranked University and to leverage our
PRISM operafing systemn o deliver strong
financial returns.

Disposols remain an important part

of our strategy and we will Continue

to recycle ossets out of our partfolio to
ensure that we increase exposure to the

best Universities in the UK, and oko to
generate capital to invest in further
development activity and exciting
opportunities such as the Aston Student
Village acquisition. During 2014, we sold
£174 milten of assets [on ¢ see-through
basis) including the sale of two assets to
USAF. These assets weare sold in line with
book valuations. We infend fo sell
£150-200 million [Unite share} of assets on
a see-through basis during 2017 to take
advantage of the ongoing strengthin the
investment morket and to ensure thatwe
maoinfain & strong and fiexible balance
sheet as we progress our developrmant
pipeline. We have made good progress
olready in 2017, having completed the sale
of o 4.173-bed regional porifolic in February
for £295 milkon (Unite share £102 milion)

in line with book value.

Muaintaining high quality eamings
and a strong capital structure

We have maintained full occupancy
across pur portfolio (98%) with rental
growth of 3.8%. With 58% of this income
underpinned by nominafions
agreements, we have @ high level of
visibility in the ongoing cccupancy ond
rental growth outiook of the portfolio. In
addition to revenue growth, a focus on
efficiency hos resulted in further
improvements in our NOI margin up to
73.1% [2015: 72.5%), and in our overhead
efficiency revenue which shows that our
overheods, net of management fees,
now represents 40 basis points of gross
asset value [2015: 48 basis points). We
remain confident about our ability to
make further efficiency gains and to
deliver our targets of 75% ond 25-30 basis
points by the end of 2017,

Unite's share of net debt grew by £45
milion to £774 million in 2016, Our capital
expenditure programme (Unite share
£144 million] was maojority funded by

our disposol programme and retained
earnings. We maintained our LTV within
our farget range in the mid-30% level al
34% (2015: 35%) as development profits
and rental growih cutstripped the
increase in net debt. Our net debt to
EBITDA ratio is 6.5 [2015: 6.9), again within
our laget level which we infend fo maintain.

Interest rates have remained at low levels
throughout 2014, ond we have continued
to fake advantoge of thess historically
low rates both on new debt facilities and
through entering into forward starting
interest nate swaps in respect of future
borrowing requirements of our secured
development pipeline. As aresult of these
aclivities, our average cost of debt has
fallen to 4.2% from 4.5%. We expect it to
fall a little further over the next few yecrs
s forward starting swaps becomes
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affactive, At thase levals, the spread o
ungeared development yeids and
investment yields remains significant.

The Group's conversion fo REIT sfatus
reflects the consistency and quality of the
earnings profile and ity conservative
financing strategy. The Group will ensure
thart the balance of business, gearng ratios
ond dividend pay-out ievels remain within
the guideiines set out within the RE regime.

Market and strotegy

The autiook for the student ccocommodafion
seckor remaing positive, with siructua faciors
confinuing to drive the demaond: supply
imbalance in the University markets inwhich
wea operate. The UK Higher Education sector
s racognised giobally for the strength of its
Universities and contribution that it mokes to
research, innovadion, tolent developmen
and the UK economy more broadly, The UK
is the second mast populor destination for
international students and hos 18 out of
the world's top 100 Universitiet and 47 of
Ewope's top 200 Universifies. We expect
the UK Higher Education sector to
maintain its global standing and reputation.

The number of applicants and the number
of students accepted into coursas in 2016
was ogan Ot record levels at 725,000 and
540.000 respectively (2015: 710.000 and
530,000), driven by growth in demand from
bath UK and intemational students. With
appécants outstripping the places offered
by Universities by 185,000, the sectoris
well piaced to withstand any potential
reductions from UK dermographics or the
impact of the UK leoving the BU.

Foliowing the removai of the student
number cap in 2015, the Higher Education
sector is facing further change with the
infroduction of fhe Teaching Excelience
Framework (TEF} in May 2017, This will provide:
students with greater visibility of the quality
of teaching at Universities and also allow
Univessities to increase fees in line with
inflation if they meet certain criteria. We
expect the TEF to have a significant impact
on the atfractiveness of Universities.
particularty to UK students, and we are
well placed to respond to changes
resulfing from this new information.

The gap between the number of applicants
and the number of University places could
be reduced by extamal foctors, including
the potential impact of the EU referendum
oh student numbers, Since 2015, a
demographic frend has seen o reduction
in the numiber of 18-21 year olds, affecting
the next four years. Early applications data
in Jonuary 2017 shows a 5% reduction in
applicants for the 2017/18 academic yeor.
However, we expact thot the 185,000
surpius of applicants over places ond the

removal of the cap mearts the number of
students accepted onto courses will not
be moterially impacted, ond we expect
the high and mid-ranked Universities to
recruit more students than those at the
lower end of the league tables.

The qualties of the student acoommeodation
sector have attrocled significant levels of
capital invesirnent over the iast three years
with over £11 bition of Investment octivity. This
increasad invastment activity has also seen
the levet of new supply increase and the
ioial number of purpase-buitt beds to
increase to 250,000 beds (14% of the UK's
student population). The outloak for new
supply suggests that the rate of new supply
will continue at a similar rote of around
20,000-25,000 over the nex! hwo years.
However, a significant proportion of the new
beds cre focused on the uppear end of
the price range which will have a minimal
impact on our type of accommodafion.

Furthermore, our exposure to changes

in student numbers is mitigated by our
high quality University relationships and
nominations agreements and therefore
we remain confident that well-located,
mid-range, direct-iet student
accommodation will be able to maintain
high levels of cccupancy and rental growth,

Outlook

Building on a pericd of consistent strong
performance, gnd supporiive market
fundaomentals, the Group remains well
placed lo deliver sustainable earmings
growth in the years ahead. Ouwr
development pipeline and openational
expertise provides good visibility over the
future rentai growth and increqsing
recuming earnings. Our portfotio is
focused on stronger Universities, plus our
hightly scalabile operating piatform ond
strong brand leaves us well placed to
exiend our market leading position.

Despite the broader macro unceriainties
created by tha EU referendurn, the
supply/demand outiook for student
accommodation remains in Qur

favour, and we wilt iook to benefit

from opportunities to extend our
development pipeline. grow on-campus
sccommodation and strengthen University
relationships. With this backdrop, o strong
balonce sheet and our new REIT status,
we are confident thot the business
rermaqins weall ploced to delfiver highly
attroctive shareholder returns.

Richard Smlth
Chief Execulive Officer
22 February 2017
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Chief Executive's G&A

Richard Smith
addresses some topical
questions from our shareholders

What has the highight of 2018
bean for the business?

Rl ' 2016, we welcomed our
500,000th student to Unite
Students, a fantastic milastane in the

Company's 25-yedr history and
testoment to the high quality service
we provide students during their
university caraers. Tha lounch of PRISM
was another important achievement
in 2014, which is defivering significant
efficiencies for the business and
considerably improving the customer
experience we can offer to students.

How will the axit from Europe
affect the business?

il Following the EU referendum, the
Govamment has confrmed that

alt existing EU students and for the
201617 and 2017/18 academic years
will have funding provided for the
duration of their courses, With 9% of
our students coming from the EU. any
potential impact on student nurnbers
fromm the Eli referendum would have
a limited impact on Unite’s occupancy
given the continued supply/demand
imbakance. wWe continue o be positive
on the outiook for the higher education
sector in the UK which is recognised
globally for its excellence and its ability
o attract talent fror across the world.

Q

25 Read more: Brexdt

Does the boord pian to sxpand the
execulive mahagement leom?

Pl The Board, senior management
and | remain focused on and
commitied 1o the Continued success of
the business. The Boarg has established

a comprehensive senior lkeadership
developrnent programme 10 grow
and nuriure our talent and develop
our high performers. This ensures we
have a clear lalent pipeling for future
Board eppointments,
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MARKET REVIEW

MARKET FUNDAMENTALS

REMAIN ROBUST

This yaar we are saeing onother year

of student number growth with more
students accepling places for the 2016/17
acadernic year than ever before. A totat
of 535,000 students started at University
in 2015/18, taking the totalnumber of
full-fime students o £1.8 million, up from
£1.7 million in 2014/15. Acceptances have
risen 15% snce tultion fees were infroduced
in 2012. Applications conlinue 1o oulsirip
occeptances. A record 723,353
applicalions werg received for 2016/17
which left a dermand gap of 188.450
students. This number has remained
stable for the lost five years. See Figure 1.

Demand drivers for student
accommaodation

we fully expect the demaond for UK Higher
Education ko continue from both domestic
and intemationa| students. More young

peopiée in the UK ore choosing o go o
University than ever before, with 37%

of 18-year-okds now applying to go to
University up from 33% 10 years ago.
Expectations confinue 10 rise and we
expect ko see schoot leavers continue o
prace real value on a University education.
The UK remains the #2 destination for
intfernational students in Higher Education,
attracting 10% of intemational studants.
The UK draws glmost doubie the numbear
of infernational students compared

with third place Australic. See Fgure 3.

The UK confinues to attract international
students due 10 the high quality of the
Universities in the UK. The UK rnow has
three universities in the global top ten,
fourin the top 20 and seven in the fop 50
in Europe, six of the lop seven universifies
are UK institutions. See Figure 5,

Figure 1. Appicants and acceplances (thousands)

Figure 2 FBSA bads (thousands)
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Educaotion agents support these rankings
as 91% rated the UK, as a destination to
study as “aftractive” o "very attractive”
This will support UK nationals’ desire 1o go
10 university at home as wel gs drowing
mare international students to the UK.
International numbers grew by 15,000
between 2014/15 and 2015/16.

Student numbers

Total student numbers in the UK have
been steadily increasing since 2012. The
2014717 year s expecting to see 1.8 milion
students [under-groduate and paost-
graduate} in the UK, This is 0 2% increase
from 2015/16 and comforiably above 1%

. average student growth of the previous

five yeors. See Figure 4.

The numbaer of intemational students has

. grown since 2015/14 by 1% lo 428.000.

infernational students make up a

higher proportion of demand for
accommodation. They account for 30%
of students needing accommodation,
compared with 25% of full-fime studenis.

: See Figue 4.

‘ Unite maintains its focus on providing beds

for those segments of the market that
suit PBSA, namely international students.
who account for 35% and first years, who
account for 85% of our beds.

FHgure 3: Internalional
student mobility
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Figeare 4: Demand for accormmodalion (%)

Supply of purpose built student
accommodation

The structural growth of the Higher
Education sector has atiracted significant
leveis of invesiment over the last three
years. This increased investment has seen
PBSA beds grow from around 200,000 in
2014 1o 250,000 in 2016. A further 50,000
beds ore expected to be built over the
next two years, faking the total to cround
146% of the full-time student population.

In @ more competitive market place,

the quality of the portfolio, price point,
customer service ond university
relationships are critical 1o ensuring full
occupancy and ongoing rental growth,

Brexit and immigration

The fullimpact of Brexit on the UK Higher
Education sector will become clearer
over the next few months. Funding
arangements have been confirrmed

for cumrent EU students and those starting
in 200718

Following Brexit, we expect to see EU
students join other intfernational students
and therefore see an increase in fees.
However, given the quality of UK Universities
and the attractiveness of studying in

the UK, we esfimate that overall student
numbers from the EU shouid only Fall by
around 20,000 - 30,000. Universities will
work hard o ensurg that any fall in student
numbers is mitigated with addiional
recruitment from the UK, the EU and from
other international destinations.

Fgiwre 5: Universlly rankings (institutions)

Figure &: Full fime student numbers (milions)

The UK's immigration palicy for
international students remains one of the
most robust in the warld, compared with
other major destinations for international
students, International students make o
significant contribution to the UK econormy,
generafing an estimated £10.7 billion of
export earnings for the UK, and over
135,000 jobs. iImmigration and immigration
policy rermains a politicalissue and the |
sector will continue to monitor and assess
the impact of any further changes in

this areq.

EU resaarch funding currently accounts ‘
for £688 million or 2.5% of tofal income: '
for Universities and there ore concems ‘
regarding the long-term outiook for this ‘
funding. Universities' exposure fo this ssue
varies, with six UK institutions receiving over
S50% of thex rasearch funding from the EU.

1¢

However, the Government has siated that
Universities will have certainty over future
funding and shoukd continue to bid for
compefilive EU funds while the UK remains
a member of the EU, with a commitment
that the Treqsury will underwrite the
payments of such awards, even when
specific projects continue beyond the

UK's departure from the EU.

5 Read mone: Our business model
ond strtegy

% Read more: Pincipel rsks
ond unceriainties
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KEY PERFORMANCE
INDICATORS

FINANCIAL KPIS

Eamnings per share®

Pence

28p

Measure

Our EPRA earnings KPlis a
meqQsure of profit per share
in fine with EFRA guideiines.

Netl asset value®

Pence per share

646p

Measure

Our EPRA NAV per share
measures the marke! value of
properiies ond developments
less any debt used to fund
them plus any working capitatl
in the business.

Comments Targef
Sustainable growth in eamings  Deliver visibie and
has been driven by high levels  meaningful growth

of cccupancy and rental in EPS by maintaining
growih supporfed by afocus  high occupancy rental
on delivering operational grewth and delivering the

efficiency. The growth in development pipeiine.
earnings underpins our

strotegic priorities of delivering

Commaents Torget

Consistent NAV growth has To continue delivering
been delivered through rental  strong balanced returns,
growth, yield compression, contributing to a double-
development profits and digif fotal return.

retained eomings. Qur
sustginuble growth In NAV
refiects the implementation
of the business model and

73 Remuneration

greal service and growing our strategic priority to Operate

and sustainable earnings. brifiant properties.

Allgnment to strategy .2 o Alignment to strategy “
Totai accounting retum Loan-to-value ratio

% %

Measure Measure

The totalreturn to shareholders is Qur ratio of net debt to

the ratio of growth in EPRA NAY property values,

plus dividends paid as o

percentage of opaning

EPRA MNAV,

Commaents Maintaining a streng total Commenis Targat

Tolak return has averaged 16%  retum trom our portfolio Continued to deliver reduction  To maintain LTV around
in the last six years, diven by the  is @ result of our business in LTV through ongoing focus  the mid 30% level.

growth in EPRA eaomings. viekd  model and delivery of
compression, rental growthand  our strategic priorities.
development profits, The

parformonce in 2016 was Target

defivened by focusing Continue fo deliver

on growing rental levek ond doubie digit-total retums.
the delivery of our high quality

development pipgiine.

Alignment fo strategy

20

* Results are based on the Europeon Pubic
Recl Estate Association Performance measures.,

on disposals and growing the

value of the property porttoic. 73 Remunerafion
Qur LTV refiects cur strategy to

maintain the strongest copital

skucture in the sector,

Monmenttownatey |, @
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OPERATIONAL KPIS

Safely

Numper of accidents

5

Measure

The number of reportabile
accidents in our Operations
business each year as o means
of assessing our success in
approaching health and safety.

Key

1l

Graal service

Customer satisfaction

80%

Measure
We underiake an independent
survay with TNS fwice a vear to

understand our relafionship wilth

our customers, the experience

Bniiant propories

-0

Growing and
sustanable somings

we pravide and their Tikeihood to

rebook and recommend Unite.
Commenis priority within our Commaents Target
Our accident Incident business and supports While there has been We aim o reach the top
mMonagement System (AIMS),  our strategic pricrity fo improvement in custfomer 10% of benchmarked
has provided us with greater offer great service. sotisfaction over the prior four  companies within the
visibility on our incident yedars our 2016 result moved next three years.
reporting, engbling us o Torget back 3% points. We need to
implement new ways of we strive fo reduce the work hard through our stategic 73 Remuneration
working that hove improved number of reportoble priority to offer great service so
efficiency. Satety is 0 high incidents year on yaar. thot we put customers at the

heart of that process.
Alignment to sirategy 2.3 Afignment lo stralegy C2.3
Employee effectiveness Higher Education trust
% %
Measure Measure
wWe have an employee survey Annuat qualitative research with
tool, run by the Hays Group, our Higher Education pariners to
cdlled Employee Effectiveness. understand their perception of

Unite and the degree to which

we meet their needs.
Cotmments Target Commanis focus of providing a Home
Our new survey results provided  We aim to increase the Undenstending what our Higher  for Success, we need to
detailed insight into the employee effectiveness Fducation pariners need rom  continue 1o work hard to
motivations and drivers of our  percentoge above the us, both for thermselves as ensure this is reflected in
employees ond posiions us 6% 40% thrashold. institutions ond for thewr students, the score.
above the General UK Industry is a vitgl par of improving our
Benchmark (48%) and 1% leved of service to offer great A .
behind the High Performing service, The overali score s in fine  We aim 1o reach the mid
Industry Benchmark (55%; in with last year ang whilstour ~ 80% level within the next
our third year, strong University parinersnips  fhfee years.

were supporied by the ohgoing.
Alignmant io strategy S2.3 Alignment fo stratagy e 3

0
o
o
3
O
Q
2
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STRATEGIC PLANNING AND
RISK MANAGEMENT IN A
DYNAMIC EXTERNAL MARKET

Chirls Szpojnarowicz

Company Secretary and Head of Legal

2014 - the year we celebrated
our 25th birthday ~ was the most
dynamic exiernal market the
PBSA sector has seen to date.
With the Higher Education sector
and the broader economy lacing
new challenges such as Brexit
and political changes around
the globe, our strategic planning
and risk management ks evolving
in response fo these changes.

Being well prepared for o combination

of risk events happening at the same time
is cenfral to our readiness preporation,
AHordobilty and volue for money is
increasingly important and our risk
maonagement focus on student expenence
and the efficient delivery of a quality
product is more important thon ever,

The following pages provide insight into
our key risks and how we navigate them,

Related sections

Assessing our risk profile and key
risk developments during 2014

As anintrinsic part of our strolegic
planning, and to support the Board's
robust assessment of the Group's
principal risks and its ongoing longer term
viability. the 8oard conducted a thorough
reviaw of our risk profile. This review
involved both a top-down approach:

> the Boord considered a wide range
of strategic ond emerging risks and
oppoertunities and their impact

and a bottom-up approach:

> the Board scrutinised and challenged
the risks identified in the Operations
ond Property Businass Units, as wed
our financing and freasury risks.

o ensure a brogder perspective, this
review ncluded engagement with external
experts, such as property valuers & health

' & safety augitors, as well as senior legders

Market risks

increosing uncertainty following the Leave vole and the impact

in the Higher Education sector. This
external engogerment was especially
important this year as the sector starts to
digest the impact of Brexit.

This risk profile review identified four
risk categories:

Marke! - supply ond demand 24
Operational risks 27
Property/development risks 28
Financing risks 29

These risk categaries are consistent
with those identified in prior years,
with movement in specific risks —
driven principally by unceriainty
due ta Braxit — as follows.

(reduciion on the Higher Education sector, UK plc and immigration pilicy
i demond]} uncertainty Howing from this.
while the impact of Brexit on the UK economy and Higher
Education sectorremains unclear, it has led o greater unceriainty.
we have focused o significant proportion of our risk activity
3 Business model and strotegy understanding the pofentialimpact on our business.
12 Retationships Property/ Liquidity and uncertainty in the brooder real estate sector,
developmaent risks

18 Maorket overview
» Key performance indicalors (KPls)
26 Principal rsks and uncertainties

50 Corporate govemance

The property market has been affected by Brexit and broader

macre econcmic factors. We have focused risk activity on
determining how this impacts our property-relofed business
activity during the year.

C 26 Read more: Principal risia ond uncertainties on poges 26 to 29.
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Re-caiibroting our risk appetite in 2016

The Group's risk appetite is considered as a fundamental part of the Board's strategy setting and annual budget - it does not happen
in isoiation. Our risk appetite is underpinned by our principal financial aim 16 continue delivering double-digit total retumns and
sustainable growing earnings. Having regard to the key risk developments in 2014 set out on page 22, the Board recalibroted our risk
appetite. This recalibration considerns both threats o — and opportunifies in — our business in the context of macn and minor developments,
not only in the PBSA sector, but also the broader Higher Education sector, property market and econcmy more generally.

With higher fee lavels, the affordability and value of Higher Education remains a risk focus.

Home: for Success, PRISM and our University relationships ramain an oppartunity for us to differenticte

from compefiors.

Briliiond properties  Focusing our portfolio on high quality Universifies and recyciing our pertfoiio in @ compefitive markef pkace.
o Underiaking development activities.

Growing ond During 2014, focus on becoming a REIT and ongoing compliance with REIT tests 1o enable REIT conversion
susfoinable eamings  effective | January 2017,

Planning and completing cur conversion to REN status,
- 'o Maintaining full occupancy across our portfolio.

Stress testing our

sirategic planning

Each year, the Board develops and
refreshes the Group's Strategic Plan.
This is based on detailed three-yeor
strategic/financial projections (with
relaled scenario planning) and rolls

more genere ossombtions ihe Boord Increase in Yield
maps our three strategic objectives interest rates exponsion
sat against our risk profile {described The influences

directty below). Recognising that risk of muttiple

evenls do not necessarily happen in combined

isolation, the Board thaen stress tests risk events

these projections ogoinst various
mulliple comibined risk events, Through
this process, a base case and stress
tested Strategic Plan is developed,

. . X Reductionin EU/
During 2014, this stress tested scenario infernational
planning considered a material
reduction in the number of Buropean students
ond intemational students, a material
rise in long term interest rotes and
yiekd expansion, together with a
combination of all these events
occuring atf the same fime.

Mapping our three strategic objectives against our risk profile

Grecl service Market (supply The health, safety, welbeing and security of the 49,000 students who make Unite Students
and demand) their home is the foundation of our reputation and confinued focus on heatth & safety is key
Operational 1o building ond maintaining this trust.

Aflfordability and value for money are increasingly criticolin the ncreasingly competitive
markel place. Developing the most frusted brand in the seclor continues fo be criticol
o our sustainable and longer term success.

Biliant proparties  Property/ Our facus on working with high and mid ranked Universities means that we will
'°' development recycle capitalinto higher performing cities. Property development is a higher risk,
higher return pctivity.
Growing and Fnancing Maintain o fimely apporoach fo aranging new debt and extending debt maturities,
tustaingble eamings reduycing the cost of funding, diversifying our tunding sources and introducing new
lenders to the Group. Sacure a strong bakance sheet with apprapriate levels of leverage
N o and liquidity 1o ensure the business con withstond ony property cycle.

§
§
]
g
:
8

S{ISUUBIO)S IHOUDL

UGHOLLO B0



F g

THE UMITE GROUP PLC ANNUAL REPORT AMO ACCOINTS 2814

RISK MANAGEMENT

CONTINUED

Creating the right corporate
culture lor effective risk
monagement

The Group's risk management fromework
is designed to identify the principal

risks and ensure thot risks are being
apeoprately monitored, controls are in
place and required actions have clear
ownership with requisite accountability.

The orgonisgtion has on open ond
accountable culture, led by a stable and
experienced ieadership teom that has
operated in the sector for o number of
years. This culture is set by the Board in the

way it conducts its Board and Committee

meetings and coscades through the
orgonisation enabling the same culture
for risk management,

During 2016, this corporate culture was
assessed as part of the Board's effectiveness
evalualion, using the key learnings from
the Financial Reporting Council [FRC)'s
recent report, Corporate Culture and the
Role of Boards.

62 Read more; Effectiveness

The culture of the organisation recognises
-ond accepts — that risk s inherent in
business and encoyrages an open and
proactive approach to risk managerment
as oppased o o blame culture. By viewing
our risks through the lens of our three
shrategic objectives, the Group is able o
ensure rsk management is proociive and
pre-emptive and not a fick box exercise.

The Board has the overali responsibility for
fhe governance of risks and ensures there
are adequate and effective systemsin
place. it does this in various ways:

| > Risks are considered by the Boord as
an intrinsic part of strategy setting and
censideration of new opportunities —
risk is recognised as an inherent part
of each opportunity

> A twice yearly formal review by the

| Boord of principal risks, how they
ara changing ang considering any
emerging risks

» Risk Committee reviews the principal
risks that the Group is facing or
should consider

» Specific risk management in
dedicated Board sub-commitiaes
allowing focus on specific risk areas
[for example, the Audit Committee
and Health & Safety Cormmittee)

Our risk management framework

> Risk Committee scrutiny and challenge

of Business Unit risk management

activity allowing a focused forum

for risk identification and review
> Board drectors alto sit on Business Unit !
boards ond thus provide the Board with
direct fine of sight to Business Unit risk
manageament octivity
Risk assurance through external and
internal auditors as well as specialist
third party risk assurance where
appropriate (e.g. specialist
independent heaith and safety
complianee in the Operations and
Property Business Units).

v

Robust assessment

of principal risks

The directors confirm that they have |
conducted a robust assessment of the:
principal risks facing the Group. The
process for how the Board determined
these principal risks s exploined above
and the specific principal risks are set
out on pages 26 10 29,

il

The board
Risks assessed as part » Owned by the Boord and its Committees
of strategy setfing > Twice yearly formal risk review and ongoing maonitoring
and risk oversight of risk infegrat to Board meetings
NP N

Risk management Policies and controls @ Composition

of Risk Commitiee
> Owned by the Risk Committes and the Underpinning risk manogement Cils Szpojnorowicz

Business Unit boards [such as Capital Operating Guidelines; Company Secretary
> Monthly risk fracker review at Business Treasury Policy; Anti-Bnbery Policy; Major and Heaod of Legal and
Unit boards Investment Approvals Committee and the Chair of Risk Committee

> Risk Commitiee review of allrisk trackers internal contrals framework)

loe Uster

Chief Financial Otficer

e S and MD of Pecple
« . .

and Cormmunications

People and culture (Q\ Richard Serath
. Chief Executive Officer

Embedded risk Openness. fransparency and clear ewnership of
managemaent culture risk management {through risk trackers) cascades Richard Simpson

through the organisation

Group Propearty Director
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Viability siatement

The Directors have assessed the viability

. of the Group over o three-yeor period
. to December 2019, laking occount of the

Group's cument position and the potentiol
impact of the principal risks. The Direclors
congider the three-year lookout period to
be the most appropriate as this
tundamantaly algns with the Group's
owrt strotegic planning period combined
with the levels of planning cartainty that

/ can ba derived from fhe development

Key Risk Indicators (KRis)
linked Yo our KPis and our
three strategic objectives
Gredt service Custorner
satisfaction
Safaty
- - Higher Education frust
% Noms v. Drect Let
Bdiliant Net asset value
properties Age of asset
Qccupancy
‘e Rental growth
Growing and Eamings per share
sustalnable Total return
eomings Net debt

Login-to-volue ratio
Net debt ; EBITDA

pipeline. Based on this ossessment, the
Oinsctors hava g reasonabie expeciation
that the Group will be able to continue
inaperation and meet its kabilities as they
fall due over the perod to December 2019.

As explained above, the Group hos
developed an annual business planning
process. which comprises a Strategic
Pian, a financial forecast for the cumrent
year and a financial projection for the
forthcoming three years {which includes
siress Yesting and scenario planning and
also rolls forwards for o further two years).
This plan is reviewed each year by the
Boord as part of its strategy setting
procass. Onca approved by the Boord,
the plan is cascoded down across the
Group and provides a basis for seting all
detailed financial budgets and strategic
octions thot ore subsequently used by
the Board to monitor performance.

Quvr risk management In action: Brexit

One tool In our risk management
process is o sk ‘deep dive’. This involves
an in-depth review of g specific nsk with
Brexit a key focus since the prospect

of an InfQut referendum first crystalised
in 2015.

In the periad through to June 20t¢, our
fisk deep dive process concluded that
no specific pre-emplive actions [other
than engeing engagement with the
Higher Education sector) should be
taken for our business in the event of

a Leave or Remain vole. This decision
was driven by the onticipated impact
to our business if there was a Leave vote
(see below) and the minimum two-year
transitionat period under Article 50.
Engagement with the Higher Education
sector is helping inforrm our thinking on
implications for the PBSA secfor and
specifically our businass.

Qur risk deep dive process concludes
that Brexit shoukd not sigrificantly
impact our business for the
following reasons:

» Following a periad of initial
unceriainty immediately after the
result in June 2014, confidence has
returned to the PBSA market with

a high volume of portfoiios and assets
frading in fhe second haif of 2016

EU research funding is important 1o UK
Universities and this, logether with the
immigration status of EU academics
and EY students in the UK more
generally, clearty creates unceriainty
for the Higher Education seclor along
with the broader unceartainty in the
wider aconomy. This uncertainty is
moderated by the strength of UK
Universitigs (the second largest
destination for intemational

students after tha US| the ongoing
internationalisation of Higher
Education with the global rise of the
middle classes. Sferling depreciafion
also makes UK Higher Education/
accommaodotion more affordabile
for internafional students

~

The forecost performonce cutiook is olso
used by ihe Remuneration Committee 1o
establish the targets for both the annual
and longer term incentive schemes.

The financing risks of the Group are
considered 1o have the polential greatest
impact on the Group's financial viability.
The two principal financing risks for

the Group are: the Group's abilify fo
aronge new deblreplace expiring debt
facilities; and any adverse inferest mte
movements. The Group has secured
funding for the committad future
development pipeline and prepares its
Sirotegic Plon on a fully funded bosis in
ling with the three-vear outiook period.
To hedge against the patential of
adverse interest rate movements the
Gfoup rnanages ifs exposure with a
combination of fixed rote facilities and
using interest rate swaps for its floating
rate debt. Curing the year the Group has
complied with all covenant requirerments
attached to s financing faciiities.

0
<
z
‘é
2

40 Read more: Financic! review

SJUBLLIBID)S DIDUDUY

¥ EU students’ funding arangements
under curent fuifion fee arangements
are conferred for 2016/17 ond 2017/18,
but there is uncertainty peyond then.
EU students reprasent $% of our
cusfomers and so any impact on
EU student numbers would have
a limited impact on our occupancy

» Despite these broader uncertainties.
the sUpply/demand cutlook remains
favourable and with the benefit
of our development pipeline, the
strengthening of our University
rekationships and our focus on high
and mid-ranked Universities, our
business is well piaced to navigate
the uncertainty risk.

UCHOULIOYU J9UIO

We continue fo monitor the
developments and engage in the

other risk monagement acfions outlined
in the principal risks (see page 26).
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PRINCIPAL RISKS
AND UNCERTAINTIES

Market risks

1. bemand reduction (driven by Government policy or other macro events)

PFossible svents

> Brewtimpacting numbers ol EU siudents coming to study in the UK

> Changes in Gavarnment polcy on Higher Educaton funding

> Immigration policy changges offecting nlemakionol student numbers
and behavicur,

Iimpact

coming to the UK

Whal happened in 2016

» Shudent numbers in the UK continue to grow with gpprosimately 3.000 more applicants than 20152016
* The total number of applicants in 2014 aiso grew with 155,000 more appiications thon places

> Stronger growth (3% In acceptances) in the high and mid-tanif Universities

> Unite Students occupancy ol %8% 12014/2017) compared to 99% [2015/2014) but more beds 49.000
at 31 December 2016 s COMPared with 46,000 ot 31 December 2015 Increcase in overal siudent
numibers continuas to trunsicle 1o mare students staying at Unite

E students funding amangements for durahon of study confinmed far 201 6/2017 and 201772018
During 2016, we have seen an crecse in nommations with more commited to beds than ever
before 58% beds - 201612017 vs. 57%, 2015/2016

31 Read more' Occupancy and success of nominalions

v v

» Polenfial recuctiaon in demand and hence proftailly ond assed veiues
» Departure from El impacting EU research grants anhd EU students

Risk management

Ongoing manitonng of Brexul impcatons.
Government policy and ils impact on UK,

EU and international studenit numbers studyirg
in the UK, Reguionly reviewing our portiolo jo
enure we have the highest qualty poritolio.
appropriately sized and in the dght kocations.

—_— e

Risk Mifigation in 2014
Risk deen dive Into impact of Brexdf.

25 Rexad rmore: Ot sk mancgemant In action: Srexit

Theough implementation of Home for Success ~ our core purpote to provide environments that heip
students achieve mone during their time at Univemity - we are seeing consistentty high Cusiamer
satsfaction and Higher Education tyyst scores.

20 Reod more: Key perfornane: g indicator (K'h)

Focus for 217

Sirategk: objecive

Otfering great service ¥ key fo heiping us susialn
Y recuction in demond (as well as ensuring
wa have briont properties and growing

and sustainable egmings o manage any
dermand detici}.

5 Readrnore: Our tialegy

90

Confinued engagement wilh the Hgher Education sector to undersiand and be ready for the impact of Brexit and other HE policy changes

2. Demand reduction (due to societal change)

Posgibie sventy

3 Concerns aver the costs of  University education - atfardablity and
value for money

> Alternative cowse delivery (such os Mossive Open Cniine Courses)

> Shortermore sermesienad COuUses.

impoct

and dsset valses

What happened in 2014
During 20i 6. robed out PRISM. our digital ond scalable operaling plationm, dmang efficiency and
custormer service

3l Reaxt more: PRISM

Applications ond acceptance datg cantinue to provide evidence that stronger Uriversities are
performing betear.

18 Readi maore: Market Review

Enhanced service leves over tha it few yaars with faster wi-Fispeeds, tree communal cleans ond
anhanced Common spaces.

» More cormpetrtion for value and reduced demand for year round
student accommodation in the kxnger teim resuting m lower profitabliity

Risk monagement

Ongattg monitoning of attoraabilty and value for
motay and the evolution of digital leammg ond
ensuing we pariner witt the stronger Uravernities
with properties In the best lecations

Risk mitigation aclivity in 2014
Ensured the successful roll out of PRSM, encbfing online and more flexibke tenancies.

Conhnued nvestment in market knewledge and bullding on our relationships with the strongest
Unlversities. daven by Home for SuCeess and our University parinenhips team.

Focus for 2017

Strategic objecitve

OHerng greal sence is key to enturing we

harve rekahonships with the higher ond medium
tanff Universites {the ones most lkely to sustana
reciuction in demand] PRISM helps us deliver the
best customer sances afficiantly

5 Reod more, Our siralegy

Using PRISM ta drive enhanced cusiomar service ond value for money, through s scakabllty and digitat efhaency.

Continued locus on Home lor SucCess and owr parinarships with the sironger Universibies.
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Key

—— -9 - - ©

Gragt sarvice Brijliont propertes Growing and
susiainabie sarmings

3. Supply Increase (due lo increasing interest in the perfformance and appeal of the PBSA sector)

Fossble evanh knpoci
> New supply as sustained high levels ofinvesiment demand fiter into the > More competition for the best sifes
development market, primardly through Investors providing lorwarad ? Potential impact on rental growth and occupancy

commitrents to smaller developers.

What happened In 2014
Voilume of PBSA ossets froded m 2016 moderated lom record levels seenin 2015

During 2016 conlinued roff out of Home for Success and malntaining a strong proportion of beds secured under nasmingtions agreements ot 38% (2015, 57%).
Cpening of five new properhes during 2014

34 Read more Properties detivered 9]
Level of new suppty %
18 Read more: Market review g
®
o
Rizk Miftgotion In 2014 strotegic objective g
We confinuve with our focus and strategy on: Offering great service os well as having
> Markets with supply/dermand imbalance bridiant preperties i critical to miliganhng 3
> Exposwre to the bast Univarsities underminned with new developments secured with nominchons deals any supply surpius. ?’
39 Read mole: Opemiions review o
¥ Investmentin our brand and student expenence — crealing belter environments within our new
developments through Home for Success mitiative
» maintaining strong relafionships waih key Higher Educahon parfriess.
Focous for 2017
Confinuad focus on owr porttolio in the towns and crties with the strongest growlh prospacts and using PRISM, our scaloble operating plattorm, to ditiefenticte
our brand and offer consistently high levels of service o students and Universilies alke
Emsunng a strong yet fiexible capital structiure so we can adapt appropriately as supply grows.
m
3
Operational risks 3
4. Major health & safety (HLS) incident In ¢ property or a development site o
g
Possible events impact g
> Fotaity or major Injury from a fire or other incrdent af a preperty > hmpact fo sfudents IMng withus, confraciors working on-sife and visitors
* Mulliple contractor njunes at a developmen! or cperational slie. > Reputational damage and trust in Unite Shients as a relabie partner g..
What has happened during 20146 fisk onogement
Wwith fire G5 our biggest safety dsk in own operating poetfolio. during 2014 we estoblished a Primar y H&S is glven direct Board supervision by the HAS
Authority Agreemen) with the Avon Fire Authority to tocus on Commitiee (a sub-committee of the Board)
» The develapment journey for o fire strategy decisions which aclively supervises HAS, ensuring robust
3 fire Safety Management - mproved polcies and procedues, risk assessments, fraining & fire reconds poticies and procedures ore in piace and
3 Mainenance Regimes — tesfing and planned preventatve mantenance consistently compled with,
» Specitication lor naw bulkis and developments, 78 Read mote: HES Comnith spart
Extemal assurance sought through. HAS is abso octively reviewad i the Operations

> Appoiniment of the Britlsh Safety Council 0s aur new external safety auditor i Propery Busk un G that H&S §
3 Phwsicalsecurty review of our properties by WSP Parsans BrinckechoH. ;p of :fm :,' :utdq: iogxuv oper::gfons and 5

Continuved good performance against our operational safety KP1, with flve reportable accidents and reguiarly assessed and valdated.
posttive resutls against our KPis in gur deveiopment activity.

20 Read mote: Key Femforrmancs indicators (KPis)

UOLDULOM JOYIC

Risk Mitigation in 2078 Strategic objective

Reguior extemal ouclifs and intemal inspections of our propetties. Full review of our operations risk Ensuring the HAS of cur customers, contracton
assessrments lo ensure adequate hazard control, together with improved contracior manogement and and employees is fundomental to us offering
parmit to work systern for hazardous work activities. improved safety fraining. using augmentad rakity. oFeat service.

tocusing on driving for work, lone working. safety signage. housekesping/mamnienance, hazards such as 5 Read mors: Gur sl

chemicak. machinery. asbestos ond penonal protechve equipment. This nciudes an infaractive game tor
accidernt, incident and nedr misses.

Focur for 2017
Work on the joumey fo interdependence with empowerment in day to day HAS managerment gt the cote of everything we do.

QOngaing focus on conhinuous improvement lInciuding priorilising the fire dsk review., crisls management, seculity review and extemal gudlt recommendations
and actions)

ntegrating wellbeing info the HA.S Management Systam.
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Poasibie events impact
» Site acqukition nsk - incredasing competition lor the best sites pushes

up prices
> Plonning sk - dedays or failure to get planning
> Comstrvchonmsk-build cost infiation as the econony iImpreves

What happened in 2016
Five sitas ocQuired, adding 3,082 becs to the development proeine;

Five planning consents secured.
2016 schemes defivered. on time and to budget.
kL) read more' Moperty neview

> HNAV ond EPS offected by abored schemes and/ef reduced financial
retuims, with cash hed up in devecpment.

Risk managemernt
Expenenced development teamn with extensive
site selection and planning experise, coupled

with strong frack record and focus on project

delivery and strong rekahonships with
consiruction partners with appropnate risk

sharing. Group Board approval for cormmitments

above a certan thresheld

Anancial lnvestment in schemes carelully
muancged prior to grant of planning

To ersure we have the highest quallty portfolia, we
ame pursung new opportunifies on a condiiona!
basic, butwith a fmited number of sifes conlracted
not condiffional on planning foliowing a detaled

sk assessment of that opportunity
Risk Mitigotion in 2014 objecfive
Raguiar development tearm and property review, with Group Board director oversight to ensure foilure Erllant propesfies
10 secure siles or complete on time are monaged in the budget. 5 R Ourstrak

Detaited planning pre-applcations and due dikgence belore site acquisiion

2 read more’ Devaloprnent aciivity
Buid cost inflation reguiarly appraised and refreshed in Property Baord meetings Mid-sized framework
confrocton used and longes ferm relationships establshed to mifigate cycloal swings.

Focus for 2017
Main tocus witl be on delivering muliilocation developments and sacuring pipefine for 2020.

2 Read more Development pipefine

Possible events Impact
> Buying or seling praperties al the wrong point in the cycle.

> Reduction in asset values reducing financial returns

What huppetied In2015

Volume of PBSA assets moderated in 2016 fokowing record volumes in 2015

The value of the Group's Investment portiolio {including our share of co-investment vehicles) increased
to £2,277 milion as at December 2006 (31 Decermnber 2015 £2,085 milion] with the average portfoko

yiekd faliing 9bps 10 5.4%.

During 2014 we confinued to maximise ouw porfeio value through a progromme of selective

davelopménts, acquishons, dsposals ond relusbishments.
39 Reod more. Disposals

Custamer satistaction canfinues at high ievek supporting rental growth and our portfalio value.

36 Retd mare. Rental growth ond porifolio volve

Risk managemet

Group Bodrd and Property Booe ongoing
manitoring of property market, direckhion
and values

Forecast rental growth and recurring profif
ottiets any yiekd movement,

Ersuring we have a strong yet flexible capitai
structure so we con adapt approprictely to
market conditions.

Clear and active gsset manggement sirategy

ik Mmgaton in 2016

Disposals - ongaing monitoring of our entire porticlio with selective disposals to benefit rom keener

prices in the market. We sokd £114 rilkon of ossets in 2016.

Acquisitions — ascipined ccquiitions strategy exercring cauvtion over portichio premivms belng paid in

the market.
Carehyl monagement of net debt and see-through LTV,

Maintoining discipined approach lo new development fransactions by maintaining Group hurdle rates

Focus for 2017

Strateghc objecfive
Britlan! propertias.

H Readmore’ Our siralegy

To continue to acquire stes inline with Group hurdie rates and to procure contracts n ine with budgels,
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Financing risks

7. Unable to arrange new debt or explring debt faciiities cannot be replaced or only
at high cost. Adverse interest rate movements

Fossiblie everrls impact
> Unite breaches a loan covenant of falls to repiace debt oh expiry » ltunable toreplace debt. then possible forced sale of assets
> Injesesi role inCrecse poienfiolly leoding to soles bekw valuotion. Siowdown of

developmen! aclivity. Reduced level of profitab ity

> Adverse rale movements can kecd fo reduced profitabity
and reauction in proparty values [through resulting exparsion
of valugtion ylelds and lower valuatians).

what happened In 2014 Risk M nagesrient S
During 2014, LTV matio Impravexd to 34% from 35% at the end of 2015 and nal debt grew by £45 miion Prooctively managing debl maturities to o
to £774 rmihon. During 2016, £150 million of new debt was aranged., refinonce thase tacities uf least 6-12 moniths 8
" belorm matunly and in paraliel diversifying our =
100% of dabt ot fxed rat pec. sources of tinance to repay more expersive and 8
During 2014 cur average cost of debt has lallen to 4.2% from 4,5%: 2015 and we expect it to tall lurther less flexible bomowings. [+
by the end of 2017 as a proporhon of forward starting swaps become eftective. Confiol of future & N 15 In ne with g
48 Read more /caplial progress of dsposals and refinancing. 5]
Interes? rates monitored by the funding leom é
as anintegrat port of our refinancing activity
—owned oy the CFO and with Group Board
oversighl. Georing ratios definedin our Caphict
Operating Guideines.
Hedge expasure with interesi rale swaps ond
refinance facifties with fixed rafes.
Risk Mifigation In 2014 ic objective
Reguior and refiable engagement wilh lenders, Growing ond susiainable eamings.
with benign inferest rate envionment. have confinued to take oavortage of historlcally low rates (both 3 Read more: Our sirategy
on new debt and alse enterng Into forward starting interest rate swaps locking inrates for our 2017 and s
2018 deveiopment pipeiinef. e
4“8 Read moe. Debl renewal/develo prrvent debi and swaps §
Focus for 2017 g
Funding future development acquisifiors as wed as 2017 funding requirernents for the Group. USAF and LSAY, c3n
Q
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OPERATIONS REVIEW

GREAT
SERVICE

Our commiment to providing

a Home tor Success for students
and to be the most trusted brond
in the sectar is centred around our
high quallty propedlies, hetpful
siaff and a commitiment to great
customer service for both our
students and University poriners.

The implementation of our operafing
platform, PRISM, has brought Considerable
improvements to our customer service,
"allowing us to maove to a seven day
operating madel, offer online room
viewings and to adopt papeness tenancies.
These improvements have resuited in the
time: for tenancies to be confrmed
reducing to five days from 15 days.
30% of bookings ane now done ontine or
through mobjle bookings, ensuring the
process of securing accommaodation is

as easy and as efficient as possible for
stuclents. Aaditionally, through our Living
with Unite app, 75% of maintenance jobs
are now fixed within 24 hours.

Qur Home for Success investment
programme, which has seen us inveast

£40 million across kay areas of the business
including physico, digiiol, customer
service and people, has been complated.
We have enhonced our Wi-Fi speeds
across student rooms and communal
spaces to S0Mbps, completed the
instaliation of our LED lighting progromme
and our Student Life Hulb continues to
prove popular with students.

We cantinue o build on our strang
relationships with over 40 high and
mid-rank Universitias, with nominations
agreements now representing 58%.
with new farms agreed for a longer

THE UMNTE GROUP PLC AMNUAL REPORT AND ACCOUNTS 2916

duration, on average 10 years. compared

" fo seven years for existing arangements.
' Our partnenships ensure that Universities

are able to provide ther students with
accommodation ckose 10 campus and
asafe ond secure environrment in which
1o live, succeed 1n their ocadernic studies
and meet fellow students.

Our continued focus on customer service
has led ko high ccoupancy levels with
98% of beds let and rental growth of 3.8%.
In 2014, we acheved record high levels
of customer satisfaction and o growing
proporiion of return students,
demonstrating cur commitment to
helping students grow ond succeed

at University and beyond.
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Related sections

3 Business model and strotegy

12 Relafionships
18 Market review

® Key performance indicators (KPls)

31

BUILDING ON OUR GREAT
SERVICE THROUGH THE
LAUNCH OF OUR NEW
OPERATING PLATFORM

26 Principal risks and uncertainfies

Simon Jones
Operations Director

QLA

Simon Jones oddresses some topical questions
from our shareholders

How has PRISM benefited the
services Unite provides?

Qur operating platformm, PRISM.
which is unique to Unite, allows
us to drive greater efficiencies of scale
while offering the best possible service
10 our custormers. PRISM has allowed

us to move to a seven day operating
model and offer new services such as
online bookings and room viewings, in
addition fo pagertess tenancies. These
improvements have not only delivered
efficiencies for the business but greatly
improved the service we provide

o our students. As we continue

o grow the portiolio, PRISM enables
us to demonstrate o different
approach to other opesations.

Q

We pride oursélves oh our
partnerships with Universities
and work with them to ensure that
they are able to offer high quality
cccommodation and services to thew
students, an important component
of the overall sfudent experience.
Nominations agreements make up
5B% of the porttolic with the remaining
beds ket directly to students. we continue
to explore future partnerships with
Universities, which typically span
10 years and provide visibility on future
incorme. Wa expect fo rermaoin ot
around this tevel.

How importont Is the affordablity

of your accommeodation to your

business medel?

Affordability isimpoeriant for

students and therefore i is
impaortant to us, We offer a widle range of
price points and room sizes as part of our
focus on delivering o more affordable
proposition for students. Over the past
few years, Unite has focused on
delivering a more affordable proposition
for students. We also renvest eéach year
in the accommodation and extend our
student services so that studeants get
value formoney.

o) How do you axsess and value
compelition ond what do you
de lo counderact B?
Nl We rmonitor the marke closely and
competition for sites and property
portfolos has confinued. We conlinue fo
invest in our key differentiators such as our
portfoiio scale and the locations or our
buildings as well as PRISM, through which
we defiver unmaotchad customer services,
and through our Higher Education
indusiry experience and relgtionships.
Qur expertise continues to be important
as investor intenest in the sector increases.

ES
-
s

£
-
[

SYUBLUBIDHS [DIDURULY SOUDWIBNOE 8)0XA0D

UOHOWLIOJA SBLHC)



THE UMITE GROUP PLC ANNUAL REPORT AND ACCQUNTS 2018

OPERATIONS REVIEW

CONTINUED

Summary EPRA income statement

04 15

m £

Unite’s share of rental income 1591 1443
Unite's share of property cperating expenses (42.8) [39.8}
Net aperaling income (NOI) 11463 104.5
NCI margin 731% 72.5%
Manggement fees 140 120
Operaling expenses (23.1) 21.9
Fiﬂnce cosis (45.9) {48.1)
USAF acquisition ond net performance fee 6.9 20
Deverlopment ond other costs {5.5) (7.2}
EFRA gomnings 62.7 é1.3
Yield reicied element of peformance fee (1.4) [11.8)
Adjusted EPRA samings 61.3 49.5
Adjusted EPRA EPS 277 23.1p

* A It raconcilation of Profit before fax to EPRA eamings 1s sel oul in nole 22 of the financkal statements

The Group continues to report on an IFRS
basis and fo also present its performance
in line with best practice recommended
by EPRA., The Operations and Property
reviews focus on EPRA measures as these
ore our key internal measures and aid
comparabifity across fhe reat estate sector,

Sdles, rental growth

and profitability

The key sirengths of our opernating business
are our people, our PRISM cperating
plotform, the strength of cur brond and
the strength ot currelationships with
Universities, We have continued to build on
these strengths throughoul 2016, resulfing
inQ £11.8 million, 24% increase in Adjusted
EPRA eqmings to £61.3 milion compared
1o last year {2015: £49.5 million). This growih
has again been driven by high cccupancy,
rentat growth ond the impact of portfolio
movements as well as further operationaf
efficiencies and ongoing cost discipline.

The Group's share of rentalincome has
increased by £14.8 million, up 10%, asa
result of new openings and sustained
rental growth. NOt margin improved to
73.1% (December 2015: 72.5%], reflocting
further operating efficiencies that were
driven by the implementation of our new
PRISM operating plotform during 2016.
PRISM provides us with the ability to
differentiote oursetves from others, driving
efficiencies through the use of technology
which enables us to provide enhanced
levels of service 0 our customens, We
maintain our expechotion that NCImangins
will improve towards 75%, olthough
balkancing margin growth and service
level enhoncement will .emain our
ovetriding priority.

We are now managing 47,000 beds
compared to 46,000 ot 31 December
2015. Alongsica this increase in beds
there has been a growth in overneads of
£1.2 million, driven mainly by depraciation
costs associated with the new PRISM
system, and we expect a further small
increase of depreciation costs in 2017,
Recuring managemaent fee income from
joint ventures increased by £2.0 million to
£14.0 million {2015; £12.0 million), as & result
af the growth of assets under management
in USAF and LSAV. In gddition o the
recuring assat management fees, o further
£4.% milion of net USAF performance

and acquisition fees were generated
(2015: £22.0 million). Our key overhaad
efficiency measure (total operating
expenses less management fees asa
propaortion of Unite's share of property
value] continues to improve and now
stands at 40bps (December 20135: 48bps),
and we remain focused on our farget of
25-30bps by the end of 2017 based on
current yields.

The £56.5 million USAF nel performance
fae is payable in units and is based -

on USAF's curmulative total return of

31 December 2014, The component of
the fee that relates to yield moverment
has been excluded from Adjusted EPRA
eamings purposes to reflect a normatised
levet of earnings. The operafiono! element
of the performance fee is driver by USAF's
income and rental growth performance
ond is not expected to significantly add
fo our earnings performance going
forward given ihe curent valuation yields,
gearing levels and rental growth oullook.

Finonce costs decreased 10 £45.9 million
(200 5: £48.1 milion), An increase in net
debt of £45 million to £776 millien (2015:
£731 million] was offset by a lower
average cost of finance of 4.2% (2015:
4.5%) as we have added new debt
facilities ot lower average rates, laking
advantage of the historically low cost

of debt. In addition, the increase in nat
debt has been driven largely by spend
on development activities which has in
turn lead to an increase in the amount
of interast thot is capitalised into
developmenl schemes to £5.9 million, up
fram £2.7 million in 2015. We expect the
level of interest capitalisation to remain
at around this level given the ongoing
level of development activity in 2017,
Developmeni (pre-contract] ond other
costs fell to £5.5 million (2015: £7.2 million),
reflecting the levels of site acquisition in
the business, the earnings impact of shore
based incentives and our contribution 1o
our charitable trust, the Unite Foundation.

Occupancy, reservallons

and rental growth

Occupancy across Unite's portfolio for
the 2014/17 ocodemic year stands at 78%
and like-for-like rental growth of 3.8% was
achieved on our stabiised portfolio. We
have continued to grow the proportion
of beds let 1o Universities with 58% of
rooms under nominations agreements,
up by 5.000 beds over the last threa
yedars, Enhanced service levels and our
deep understanding of student needs
have resulted in longer term and more
robust partnerships with Universities,

We expec! the proportion of beds let

1o Universities 1o remain at or around

this level in the future, This bakance of
nominations ond direct-iet beds provides
the benefit of having income secured
by Universities, as well os the ability o
offer rooms to returning stugents and to
determine market pricing on an annual
basis. On average, rents on nominations
raoms ore ¢.5% below direct let
equivalents and, based on our recent
axparience with new agreemants, there
is an opportunity to close this discount in
the coming years.

Reservations for the 2017/18 academic
yearare encovraging, of 73% (67% at the
same point last year) as a result of our
continued focus of working alongside the
UK's best Universities as weill a3 our local
presence in China building relationships
with Chingse Univarsities. This structural
growth within the Cities we operate.
together with our differenlicted service
offering, provides us with further
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69%

Reservations for the 2017/18
academic yeor

|

THE FINAL ELEMENTS OF |
PRISM WERE DELIVERED
IN 2016, PROVIDING FULL
ONLINE VIEUJING AND
BOOKING FUNCTIONALITY |
ALONGSIDE ENHANCED
MAINTENANCE SERVICE
LEVELS AND REVENUE
MANAGEMENT
FUNCTIONALITY

confidencea in occupancy and renial
growth for the 2017/18 academic year
which we expect to be in the region of
3.0-3.5%.

Homa for Success

DurHome for Success investment
programme provideas us with a reat
point of differentiation to other providers
of student occommodation. The
progromme, which was initicted in 2014,
generated significant enhancements in
our operating platform, the estabiishment
of communal study and relaxation
spaces that our customers have told us
thot they want and the development

of g sense of haome within our properfies,
These foctors, together with our service
levais, student insight, prime locatfions
and mid-market price points, make us
stana out for students and Universifies.

investiment In people,
technology and refationships
Satisfaction with service and the strength
of qur relationships with Universities has

. been maintained at high levels as both

students and Univarsities benefit from
the investments that we are making.

The final elements of PRISM were
delivered in 2014, providing full onine
viewing and booking functionality
atongside enhanced maintenance
service levels andrevenue management
functionalily. We will continue to invest
in and evolve this platform o mainiain

" our sector lecding cdvantage in this area.

| We have continued to invest in our

digital capabilities, focusing on the
student experience. In 2014, this has
seen us deliver further enhancements

1o our student-focused apps and our
website, a portiolio-wide communications
portal fo drive engagement and fo heip
students gccess the information they
need to support them during the course
of the academic year. Our gpps and

. digho! piatforms provide students with
| &hassie free solution to every day

caoncermns, provide tham with the support
they need and so allow them io foCcus
on their studies and time at University.

3

Developing our teams remains a priority
for us and we have implemented new
leadership programmas across the
whole organisation gver the past two
years. These programmes ensure thot
we are providing our teams with the
fraining required ta deliver excellent
cusfomer service os well as developing
their careers, and they have been an
integral part of our successful attainment
of Investors in Peopie Gold status in 2016,

We qlso continue to invest meaningfully
in oyr Higher Education sector
refationships. Cur Universities Parinerships
and Engagement team is dedicaled fo
building strong working rekationships
with key University partners, and this
approach has seen us incorporate
University requirements into new
developments gnd driven the growth

in the nurmber of beds under nominalions
agreemenis.

in Ching, our marketing office is now
fully operational and our local online
prasence has been established. We
have aisa started to create meaningful
relationships with both local and British
Universities in Chino. as weill as providing
impariant support to our Chinese
customers before they fravel to the UK
and to their parents while their children
are overseos. We are confident that this
investment will deliver long-term benefit
to the business as well as to Chinese
students and UK Universitias.

Simon Jones
Qperations Director
22 Feruary 2017
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BRILLIANT ~==~
PROPERTIES

Staplelon House. London

In 2014, we opened five new
bulldings, adding to our porifolio
of high quality, conveniently
localed accommodation for
students studying in the sirongest
University fowns across the UK.
The new bulldings Increased

our number of beds by 3,082

to a lotal of 51,310. The bulidings
compiise mainty cluster fiat
accommodaiion and provide
facllifies such as on-site laundry.
study space, communal areas
and dry cycle storage. We
entered 20156/17 with the largest
eves number of students at the
start of an ocademic year.

More than half of the beds, 1,561, are
located in Londen at our two new sites:
Clympic Way and Stapleton House.
Clympic Way, which has been let to
Middiesex University under a nomination
agreement, sits next to the iconic Wembley
Stadiurm and is part of the regeneration
of that areaq, Stapleton House, Holloway
Road, also opened its doors fo students
in Septemiver 2016 and is let under

a nominafion agreement to London
Metropolitan University.

Two further completions, Greetham
Street Portsmouth and Far Gosford Street
Coventry, were acquined by USAF, recycling
capital for the Group's development
pipeline, with an additional development
compieted in Aberdeen. The acquisition
by USAF was funded with a new

£100 milion, five-year facility provided

by Wells Fargo. Both properties are on
nomination agreements to Partsmouth
University and Coventry University ond ane
fully ket for the 2016/17 academic year.

We continue to progress our 7,000-bed
development pipeline which extends out
to 2019, with five schemes set to open in
September 2017. These devalopments will
provide o home for students studying at
some of the UX’s strongest Universities in
Coventry, Edinburgh, Liverpool and Oxford,

In addition 1o Ihis, we acquired five
development sites: 5t Vincent's Sheffieid,
International House Birmingham,
Chaucer House Portsmouth, Skelhormne
Street Liverpool and Millennium Way
Coveniry and secured four planning
consents (Skeihorne Street Liverpool,
Intemational House Biminghom,
Millennium Way Coventry and Brunal
Chaucer)

CGreethom Sireet. Portsmoutt

Cousewoyend, Abersean
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COMPLETION OF FIVE BRILLIANT
PROPERTIES AND STRENGTHENING
OUR DEVELOPMENT PIPELINE

Richard Simpson
Group Property Director
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24 Principal risks and uncertaintias

QLA

Richard Simpson addresses some topical questions
frarn: our sharehokders

Has investor appetite for the
sactor cortinued?

Il Purpose built student

accommodation continued to

attract high lavels of investment in 2016
at £3.25 billion, albeit at slightly lower
levels than seen in 2015 at £5.5 bilion.
Transaction volumes have remained
healthy, supporiing current valuations,
with aronge of buyers in the market. This
continued injerest reflects the defensive
nature of the asset class and altractive
rental growth outiook.

a Arg you seeing fulure development
opportunities given the levels of new
supply coming onto the markelt?
There is still strong demand for
affordaoble. well-located and

high quality accommodation in
leading University fowns and cities.
Our development pipeline of 7000 beds
spanning until 2019 is progressing wedl.
We continue to monitor the market for
deveiopment opportunities that are in
line with our target returns for regional
developmaent, focusing or high 16
mid-ranked Universities in 1owns and
cities which we expect will sea the
strongest growth,

a

i Do you envisage ihe London market
for developmaent opening up?
P Yve are starting to see signs that
opportunities may re-emerge in
London. However, returns on potential
new prajects in London remain betow
our hurdie rate due, principalfy fo
excessive planning levies and higher
aternative use values for prospective
sites. We monitor the market closely
and remain aiive to future apporiunities.
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PROPERTY REVIEW

CONTINUED

EPRA NAV growth

EPRA NAV per share increased by 12% 1o

446 pence at 31 December 2016, up from
579 pence at 31 December 2015. In total,

EPRA net assets were £1.557 miliion at

3t December 2014, up from £1,3%4 million

a yeaor earlier.

: Looking forwand, aur portiofio is wel placed
10 defiver continued value growth. Our
focus on the strongest University locations
underpins renfol growth prospects and we
will continue to deliver meaningful upside
from our development activity. th kotal, cur
secured pipeline is expecied fo detiver

43 pence per share of NAY uplift and

v v

» Capitol expenditure on developments
of £146 million and £12 millicon on
investrment assets relating to
refurbishment and LED instoliations
Disposals of £114 millicn

Valuation increases of £136 milion on
the investment and development
portfolios, with ke-for-like rental growth

The main factors behind the 47 pence per | 13 pence of eamings per share of 3.8% being generated on the
share growth in EPRA NAY per share were: | ONce compieted. stabilised porifolio
» Increased share of USAF of £32 million,
> The growth in the value of the Group's | Property portfolio as g result of the performance fee
share of investment assets [+34 pence), | The valuation of our property portiglio at earned in 2013
Qs a result of rental growth {426 pence) | 31 December 2016, including our share of
and yiekd compression (+8 pence) gross Qssets held in USAF and joint ventures,
» The value odded fo the development was £2,277 million [31 December 2015:
partiolio (+2]1 pence) £2.065 million). The £212 million increase
> EPRA earnings for the period (+25 pence] | in portolio value (Unite share) was
> Dividends paid of 14 pence attributable fo:
recucead NAY.
Summary balance sheet
2014 015
Wholty Share of Whoty Share of
ownepd Fund/Iv Tolal Cwnod Fund/Tv Takal
£m tm tm £y £m £m
Rental properties 1,062 1,023 2085 1,024 811 1.835
Properties under development 1858 7 172 150 80 230
1,247 1.030 22717 1174 891 2065
Adjusted net debt (432) (344) (778) [448) (283) 73)
Other assets/{liabilities) (15) (14) {2%) {5] [18) [23)
Convertible bond 85 - 85 83 - 83
EPRA nal assely 885 &72 1,587 B804 590 1,394

= A reconcikation of the IFRS balonce sheet 10 EPRA net assets is set out in section 2.2 of the tinancial siatements

The propaortion of our progperty portfolio that is income generating is 92%, up frorm 89% at Decermber 2015, with 8% now under
development. With the completion of the LSAV developrmant pipeline, the majority of development activity relates to wholly-owned
assols. We will continua to manoge the development weighting of our balance sheet and expect it fo remain at around these
levels, weill within our intemal cap of 20% going forward.
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Unite investment porffollo onalysis at 31 December 2016

S ——

wholly Unite
USAF owned Lexase Yokal share
London Yalue (Em) 351 945 425 - 114 988
Beds 2014 5,841 1,989 260 10,124 AT
Major provinciol vglue {Em} 1,584 44 440 - 2,068 825
Beds 20.656 331 5914 2,577 29478 0%
Provincioh Volue [Em) 3 - 197 - 519 m
Beds 4,804 - 3,253 1,059 9.116 13%
Totol Value (£m) 2257 1.009 1.081 ~ 4327 2,085
Beds 27,474 6.192 11,156 389 48,718 100%
Unite ownership share 23% 50% 100% -
Unite ownership (fm) 519 505 1,061 — 2,085

The investrmen! portfoiio see-through) s spiit between London [47%) and the rest of the UK {53%). broadly in ine with previous years,
The regional focus of our development pipeline means fhat the London weighfing is ikely fo foll fo around 35% as the portfolio is built out.

Student accommodation yields
The ievei of fransactions in the student
accommodation sector has remained
high in 2016 fotiowing the unprecedented
lavels seen in 2015, with over £3 billion of
assets trading during the year. The maijority
of buyers have been supported by global
institutional capital. An element of
uncertainty in the few months following
the EU referendum in June was replaced
with confidence in the market with a high
volume of portfolios and assets trading

in the second half of the year.

As a rasult of the investor appetite and
subsequent tfransactions, there has bean
a modest level of yield compression
across the sector. This yield compression
has been reflected in our portfolic and
the average yield {on o see-through
bxasis) at 31 Decamber 2016 was 5.45%,
an inward movement of nine basis

points over the year.
indicative valuation ylelds

3 Dec 2016 31 Dac 2015
I;PL'C}f’Q o 4.5_-5.0% 4.5525%
Prime provincial 5.25-575%  5.355.8%
Provingial 6.0-6.5% 6.0-6.5%

Development activity
Deveiopment activity confinues to be

a significant driver of grawth in NAY and
future eqmings, We are continuing 10 see
opportunitias o selectively secure sites
for delivery in 2019 and 2020 in strong
regional iocations alongside high-quality
Universities within our target range

of 8.0-8.5% yield on cost. Returns on
potential new projects in London still
remain below our hurdie rate of 7.0%
dus principally to higher alternative

use values for prospective sites and
planning levies, and we have not seen
the corraction in land prices thal were
anticipated following the EU referendum.

2016 ond 20617 complefions

We compleled five schemes during 2016
in ine with budget and programme. Cver
70% of thase beds are let 1o Universilies
under nominations agreements for the
2014717 academic year, with an overage
duration of 10 years.

The 2017 pipeline is progressing weil.

We are on track to defiver three wholly-
owned schemes in Edinburgh, Liverpool
and Coveniry and, in USAF, two forward
funded developmentsin Oxfora and
Edinburgh, adding a total of 2,200 beds.
. We expect ali of the schemes fo be fully
J ket for the 2017/18 academic yaar.

Reglonol development pipeline

During the year, we have continued to
grow our 2018 and 2019 regional pipeline
ongd have now secured a total of eight
schermnes which gre expected to defiver
approxirmately 4,800 beds in addition

to our ongoing 2017 projects. All new
regional developments are being
undertaken wholly on balance sheet
and prospective returns for the secured
pipefine ore very atiractive ot an avenoge
8.5% yield on cost.

Plarning Is now in place on all of the
schemes in the pipeline (with the
exception of the Olkd BRI site in Bristol
which is expected to receive consent
in the first hat of 2017). During the year,
we have reorganised the phasing

of deliveries in 2018 and 2019, with
Aberdeen and Bristol being pushed
back fo 2019 and Bimingham and
Sheffield cccelerated to 2018, This will
ensure 0 balanced level of activity
across the two yeors.
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PROPERTY REVIEW

CONTINUED

S$ecured development pipeline {wholly ovned)

THE UNITE GROUP FLC ANNUAL REPORT AND ALCOUNTS 2015

Tolal Tolod Forecast
cormplated ceveinprment Cooex n Capex FOmmcal NAY yeeld
Sacuned heds volue cosis perog remznrg emayng on cost
o Em £m &m en £m x
2017 compietions
S Leonards Edinburgh 581 &4 4] 15 13 9 9.5%
willenniym Point Coventry 3?1 34 24 12 12 4 88%
Tora House Liverpool 776 &5 46 24 13 & 9.3%
2018 completions
Newgate Street Newcastie 575 44 ki 7 bl 8 8.5%
BrunelHouse  Bristol T ) 2 1 10 5 85%
Chaucer House Portsrmouth 484 41 ¥ é 245 [ Taom
St vincent's Sheffield 545 46 3% . L . E o 10 8.7%
International House  Bimmingham 586 3 » R 1| 8.0%
2019 completions
Skelhorne Lverpool 185 92 73 14 0 15 8.0%
Oid BRI Bristol 706 93 74 2 58 20 £.4%
Cinnstitution Streat Abardeen &00 54 40 0 33 7 8.4%
Totol (wholly owned) 4,561 11 442 ) 24 102 85%

' Subject to obtainng plonning consent,

Secured forward fund pipeline (USAF)

USAF hos secured two assets on a forward fund basis in Oxford and Edinburgh. These acquisitions are consistent with its strategy
to increase exposure to high quality Universities and fo expand its presence in markets to iake advantage of scale.

Whilst USAF has fully degloyed ifs equity, USAF is making good progress with a srmall number of further acquisitions and cauld
expect to deploy more capital, released from portfolio recycling activities into these opportunities

Secuea wna::: mbu::.::l Cooax Capex  Forecast NAV Forecos
bads value costy n period mnng remarng Vi on Cos)
Na. £m £m £m £m T

USAF T

2017 complations

Baech House Oxford 167 23 18 1f -] 3 6.3%
LuHon Court Edinburgh 237 33 » 18 9 4 6.0%
Total USAF 404 54 47 29 17 7 &1%
Unite share of USAF n/a 13 11 14 4 2 8.1%
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Qur development pipeline remains a source of significant future vaiue and eamings growth and the table below summarises its
potenticl impact on future NAV and @ornings per share:

hustrcve returns [ty 2019)

Future: Future
NAVDS EFS
Secured regional projects [wholly owned) 42 13
Secured USAF projects ] -
Totat secured pipeline 43 13

Asset disposals

During 2016, £52 million of assets were soid in third-porty tronsactions (Unite share: £46 million). In addifion, Uniie sold two wholty-
owned assets in Porlsmouth and Coveniry to USAF for o combined toial of £88 milion. foking tolal disposals on o see-through basis
1o £114 million. All of the assats ware soid in ine with book value.

Asset disposols remain an important part of our sirategy going forward {6 ensure thot we align our portfalic with our strategy to work
with high cnd mid-ranked Universities. Disposals aiso provide the capital to fund further growth in our development pipeline in 2019
and 2020. we remain focused on our copital discipline o balance further growth opportunities with our leveroge targets and
axpact to make around £150-200 million {Unite share} of disposals in 2017. In February 2017, we exchanged controcts to sefa
regional porttolio of 4,175 beds for £295 million {Unite share £102 million) in Ine with book value.

|
|

Richard Simpson
Group Property Director
22 February 2017
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FINANCIAL REVIEW

Gaosford Stroet, Coventry

GROWING AND
SUSTAINABLE

Our siraleglic objective

- @

Qur consistent strategy continues
to deliver susiainable and growing
eamings underpinned by our
highly accretive deveiopmeni
pipefine, strong University
parinerships and scalable
opeiational platform, PRISM.
Recurring proffts increased

by 24% and our dividend is up

by 207%. We achieved renial
growth of 3.8% increasing
eamings and NAV.

Our high quality portfolio with a wide
range of price points and room sizes,
sector- leading brond and services continue
to attract students and to delivera
superior experience for students and
universities, driving sustainable income.

PRISM is fully implemeantec and dslivering
improvernents to customer service and
demonstrating efficiencies of scale.

EARNINGS

Our net operating income margin is
up 10 73% ond our improved overheod
efficiency of 40bps is on frack o meet
target of 25-30 basis points by the end
of 2017.

We continue o operale a sirong capital
structure maintaining LTV ot 35%. Our
cost of debt has reduced fo 4.2% and
anet debt 10 EBITDA ratio of 6.5 remains
within our targeted range of 4 to 7 times.
Qur strong debt position means we
have limited refinancing requirements
before 2020.

in November 2016 at a General Meeting
for sharahoclders, the Company's
conversion to Reol Estote iInvestment

Trus! {REHT) status was approved, effective
on 1 January 2017, strengthening the
earnings and dividend focus Of the business.

Recycling capital through assel disposals
remaqins an important part of our strategy
to maintan capital discipling and to fund

THE UNITE GROUP PLC ANNUAL REPORT AND ACCDUNTS 2816
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further growth in our 2019 devetopment
pipeling, In fotal we delivered £125 million
of asset disposals during the year including
the disposal of two properties to USAF

in Seplember 2016 and the disposal of
Curzon Gateway in Birmingham to HS2
under a compulsory purchase order
agreement in July 216, in line with the
book value of the asset.

in May 2016, USAF ssued £125 milfon

of bonds under its existing debt funding
platform established in June 2013, The
proceeds wefe usad 1o repay secured
debt and o fund further growth in

the Fund.
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FOCUS ON DELIVERING SUSTAINABLE
GROWTH IN RECURRING PROFITS
AND CASHFLOU

Joe Lister

Chief Financial Officer and
Managing Director of People and Communications

QA

Joe Lister addresses some topical questions from our shareholders

During the year, the Group
elected to be jaxed as a RET
with effect from 1 Jonuary 2017.
The election will not change the
core business model of Unlte
Students, and we remain focused
on providing affordable purpose-
built student accommodation.

wssonsm

Nl REMTs provide a way for invesiors to
occess the risks and rewards of
hoiding property without having o buy
it directly, REITs ware introduced by the
Government in 2007 with the aim of
supporting invesiment in UK reol estale
and HMRC hos supported groups
converting to REITs over the kast ten years.

REIT status means that e Unite Group
is exempt from paying corporation tax
on profits and gains arising from its UK
property rantal business. However, it will
still pay corporation tax on income
arising from any non-property related
activities such as management fees and
inferest income. REIT stafus has no effect
on VAT, stamp taxes and employment
taxes, and REITs continue to pay these
foxes as normao).

a What Is the Impact on
dividend paymeniy?
There are strict conditions set by
HMRC for groups 1o remain as REITs,
including the requirement to distribute
at least 90% of their property profils
las calculated for tax purposas which
may differ to the accounting profit] to

sharehoiders. For UK shareholders, this
distibution is treated for fax purpeses
as property rental Income rather than
dividends, and overseas sharaholders
suffer withholding tax at the basic rate
of tax, The net effect is that the taxation
of property income is moved from

e REIT 1o the shareholder thereby
aliowing tax efficiency while protecting
the UK Excheguer.

The 1ax-exermpt property profits that are
distributed to shareholders are known
as Property Income Distributions {PIDs).

A RET con also distribute post-tax profits
from its other octivities. known asa
Non-Property Income Distributions
{non-PiDs}. Any ane distribution from

a REIT may be solely PIDs, solely non-PIDs
or a mixiure of the two,

In line with RET conversion the dividend
pay-out ratio will be increased 0 75%
of 2017 adjusted EPRA eamings.

o Why is Unlte Stuclents becorning
a REIT?

Jl Unite Students halds alorge
portioho of student accommodation

and has a strong dividend. Its business
is therefore aready well suited to
becoming a REIT which provides o
tox efficient environment for property
investrent groups that meet a dividend
requirement. Conversion to a REIT will
enable Unite 'o continue with its core
business whilst increasing its invesiment
in its property portfolioc and growing
the return to shareholders. It can do
this without naeding to consider the

impacts of tax on disposals of capifal
assets and while offering an effective tax
transparent environment to investorsin
relction to its property income.

Asa REIT, Unite is able to atfract a wider
pool of investors, most especialy those
who are exempt from fax in the UK who wil
na longerindirectly suffer taxat the level of
the group. In addition. fhe concept of

0 REIT is wigely understoad and volued
by the globol investor community,

PN Whot s the impact in 2016 for Unkve
Bl $huclents of REIT conversion?

A The Group has historically been
required under Internationgl
Accouynting Standards to recognise
G deferred fax liability in respect of
increases fo the market value of its
investment properties. This defefred tax
liability is not tax that the Group owes,
but instead is an accounting provision
for estimated lox thal could become
payabie were the Group o sellits
investrnent properties in the future
{on the excess of market value over
the amount originaily paid). As o REIT,
such gains will be exempt from UK
corporation tax and hence no provision
for deferred tax is required to be
recognised. The provision at | January
2016 has therefore been released during
the yvaar. Tha Group has slili provided for
the potential defermed tax kability relating
o assets that are not exermpt as aREIT
{including investments in joint ventures)
at the baiance sheet date where itis
axpected that the timing difference wil
giverise to 1axable profits as it unwinds.
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FINANCIAL REVIEW

CONTINUED

Income statement and

profit measures

A fuil recondciliafion of profit bafore tax
1o EPRA eamings measures is set out in
summary below and in futlin section 2
of the financial statements.

0% 015
&m £m

Adjusted EPRA eamings 413 495
EPRA eqrnings 62.7 413
Valuation gains and
profit/loss on disposal 1363 32456
Changes in valuation
of interest rate swaps
and debt breok costs (1.0) 03
Minority interest
and fax included
in EPRA earnings 34 22
Profit before tax 2004 38384
Adjusted EPRA
eqrnings per share 77 23p
Bosic eamingspershare  101.3p 16420

EPRA eamings of £62.7 million to

31 December 2014 (2015: £61.3 milion} is
stated offer deducting tax charges, share
option costs and abortive/pre-contract
development spend of £5.5 million.

The significant reduction in profit before
tax is primarily the result of ¢ lower level
of unrealised valuation gains of
£134.3 miilion being recognised in 2016
compared with the £324.4 million
recognised in 2015.

Cashflow and net debt

The Operations business generated
£61.3 milion of net cash in 2014 {2015:
£40.8 millicn) and see-through net debt
increased marginally to £77& million
{2015: £731 miliion}. The key components
of the movement in sea-through net debt
ware the operotional cashfiow and the
disposal programme [generating lotal
infiows of £175 million) offset by fotal
capita) expenditure of £158 milion and
dividends paid of £34 million, In 2017,

wa expect net debt fo increase by

o simitar level as capital expenditure

on invastrment ond development activity
will exceed anticipated asset disposals.

Dividend

Wa qre increasing our dividend pay-out
level to 75% of EPRA earnings [excluding
USAF performance fees} and are
recommending a fully covered final
dividend payment of 12.0 pance per
share [2015: 9.5 pence), making 18.0
pence for the full vear {2015: 15.0 pence).
Subject to gpproval ot Unite's Annual

. General Meeting on 11 May 2017, the

dividend will be paid on 19 May 2017
ia shareholkders on the register at close
ol business on 21 April 2017,

Tax and REIT conversion

During the year, the Group elected to
convert 10 REIT status with effect from

1 January 2017. This has resulted in the
release of the provision for deferred

tax on property business assets totaling
£41.1 million as disposals of investment
property, as a RETT, will be exempt from
tax. The remaining deferred lax liability
relating 1o unrealised gains on joint
venture investmants of £17.2 million, which
are not exernpt from tax, exceeds the
deferred tax assel relating to tax adjusted
losses carried forword of £11.8 million.
Asthe losses can be set against gains as
they arise, the deferred tax asset relating
fo the losses can ba recognised in fult
ogainst deferred lax liabilities.

Certain activities, primarily the investment
management of joint ventures, whilst
expoected to foll within the limits of the
balance of business lests, will incur ¢ fax
charge which we expect to be in the
region of £2-3 million per annum.

Debt financing

During the period, we have maintained
our focus on controlling gearing kevels,
extending debt maturities and minimising
financing costs:

Key debt stotistics (see-through basis)

200 x'h
Net debt £776m £731m
LTV % 5%
Nat debtEBITDA
ratio 8.5 [-%4
Avarage debt
maturity d4.%yean S4vyears
Average cost of
debt 42% 45%
Proportion of
investment debt at
fixed rate 100% 0%

The Group's see-through LTV improved
10 34% at 31 December 2016, from 35%
at the end of 2015 as aresult of the value
growth of the portfolio exceeding the
increase in net debl. We will continue

to manage our gearing proactively and
intend to maintain our LTV around the
mid-30% level going forward, assuming
curant yialds, With greater focus an the
earnings profile of the business, we are
abko now moniloring our net delot to
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EBITDA ratio, which was 6.5 times in 2016

. and we plan o keep this in line with

current lavels going forward.,

interest rate hedging

amangements and cost of debt
Qur see-through cost of debt has
reduced to 4.2% (2015: 4.5%) as we have
secured additional debt on ourrecent
complefions and refinancing in USAF at
historically iow levels. The Group hQs 100%
of its see-thraugh invastrent debt subject
to a fixed interest rate {2015: 20%) foran
average term of 4.9 years.

Converiible bond

The Group's £20 million convertible bong
is due to mature in October 2018. Under
the terms of the bond. early conversion

. of the debt into equity could be friggered

by us from October 2016 onwards i

the share price trades over 1,3 times

the conversion price for o period of time.
The initial conversion price of £5.10 has
reduced o £4.88 following share pkacings
ond dividend payments and therefone
EPRA NAY has bean prepared on the
basis that the bond will convert in the
future. This has resulied in NAV dilufion

of 15 pence per share as ot 31 December
2014, Conversion would result in around
a 4% point reduction in LTV.
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Urdte
Proparty Net Other Net shore
cssels cebt assels msels of NAY Total
£m £m £m £m £&m retum Marunty linste shore
Vehicle
USAF 2.288 {714} 51) 1,523 52 % Infinite 23%
LSAV 1.009 [354) {15) 440 320 15% 2022 50%
Funds and joint ventures The asset managerrent fees from both
The table above surmmarises the key USAF and LAV have increased as o result
financials for each vehicle. of the growth in the portiolios under
manogement during the year generated a
USAF and LSAV have confinued to by acquisitions and voluation growth. ]
perform well in 2016 LSAV's otal return %
is driven by sironger capital growth from A total performance fee of £8.1 milion 51
developrment returns. was earned and will be paid in units ,2
during the first quarter of 2017. The net 2
USAF cumrently does not have any fee recognised of £6.5 milion is after ;_0,;
acquisition capacity following the forward deducting £1.1 million, which reprasents ]
fund acquisitions and acquisitions fram the Group's share of ihe performance 2
Unite mada in the year, butwilt continue fee paid by USAF and offer advisory costs
¢ monitor acquisition oppeortunities of £0.5 milion. The level of the fee is
funded by capital recycling. sensifive to movements in property
valuations and is therefore significantly
Feas iower than in 2015 due fo the high level of
. N i I b 1
During the year, the Group racognised net | Yield compression in 2015. After paymen
fees of £21.9 million {2015; £35.9 million) of the fee, our stake in USAF will remqin
from its fund and asset manogaement at 23%.
cctivities as follows:
Joe Lister -
e 215 | Chisf financial Officer a
£m £m 22 February 2017 §
USAF a
Asset g
management fee 10.0 a7 3
Acquisition fee 04 1.8 §
Net
parformonce fee &5 202
LSAV
Asset ond property
management fee 4.0 33
Development
management fee 1.0 1.9
Tolal faes 219 35.9
Q
* A full breakdown of the net performance §
tee 1511 note 3.4(c) of the notes to the e
financial stalements, §
L]




RESPONSIBLE

BUSINESS REVIEW

UP

TO

Up touS

Our ambition is to create homes
o support the development

of future generations of dynamic
ond successiul graduates,
equipped {0 make positive social
and economic contributions.
We have a unique opportunity
to make a valuable contribution
to society by heiping our 49,000
students every year to leam,
adopt and develop responsible
living habits. The management
of, and accountabliity for,

our impact on our world Is
embedded as parl of our
day-te-day operations.

uS

it has always been imporiant fo Unite fo act
as a responsible business, Qur first buildings
were renovations of existing vacont
properties in Bristol where there was a lack
of good qualily student accommaodation.

In 2016 we started work on a new
responsible business strateqy, called Up
10 uS, oddressing the key sustainability
issues offecting our business and supply
chains. Up touS is a plan designed

to equip us for o future in which our
retevance to students will depend on our
ability to help them grotect their world.

Up to us will deliver sustainable value

for our stakehoiders and make us the
leading sustainable purpose-built
accommodation provider. However,

we want ta go further than being the most
sustainable business in our sector. Further
aven than making ongoing improverments
to what we do as we grow and the warid
evolves. Ullimately our goalis to use our
business o drive positive social change.
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Up 1o uS underpins our unique business
model to create long-term value through
the effective use of nesources and
relationships. It is driven by the same
strategic priorities as cur business model;
to be the most trustied brand, 1o have the
higheast quaiity portfolio ond strongest
capital structure,

Up to us covers four main themes:

Great workploce 45

The environment &6

Sociol impact 48

Trusted pariner 48
Great workpiace

We want fo create an inclusive and
positive workplace for all of aur people.

Highlights ond key commiiments

In 2016 we received Invesior in People
Gokl Award and our target now is to
achieve investor in People Platinuem
by 2020.

we invesied £110.000 into a programme
for paid interns, supporting current
students towards employobility and
giving our employees opportuniies o
work directly with students, gaining
valuable insights inte thair worlds.

WE'RE MAKING A POSITIVE
CONTRIBUTION TO OUR PEOPLE,
OUR UNIVERSITIES, OUR STUDENTS
AND THE ENVIRONMENT

Joe Lister

Chief Financial Officer and

Managing Director of People and Communications

Qur priorities in this area are;

Diversity and inclusion

We believe that inclusivity and diversity
across the organisation is critical to our
continued success. Qur employees are
frorm rmany different backgrounds and
have diversa expernences, perspectives
and skills. We ¢im to have o warkforce
that is ruly representative of all sections
of sociely, where each employee leels
respected and able 1o give their best.
Unite Students will promote o cutture

of equality and fairness for all ond
ensure no person acting on our

beholf shall discriminate in any
situation against another individual

or group, directly or indirectty.

in 2014 we conducted our first
comparny-wide Diversity Survey and
the insights provided by this will help
inform the development of policies
and working practices.

Carear snfchment

We have created a comprehensive
range of training coursas and
development programrmes for our
employees gt alllevels. These are
focused on technical skills, personal
development ond management
competences. Cur leadership romework
Includes programmes such as Becaming
a Supervisor, Becoming a Manager and
o leadership development programme.

Wellbeing

The heolth and wellbeing of our
employeas is critical to creafing
susicinable performance. In 2016 we

introduced o wellbeing portal on cur
intfranet, providing advice and tips to
enable employees to lock after their
parsonal haalth, financial and mental
welbeing. Creating a cohesive wetlbeing
strategy willbe a focus for 2017,
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RESPONSIBLE

BUSINESS REVIEW

CONTINUED

Human Rights

Unite believes that human rights are
universal and recognisas that the UN
Guiding Principles on Business and
Human Rights set o standard of conduct
expected of companias. We do our
best 1o ansure that everyone nvolved

or gssociated with our business is
protected, freated fairly and subject to
our Anti-Bribery and Corruption Policies,
Health and Safety Policy, and various HR
policies including those covering data
protection, discipinory, performance
mangagement, flexible working,
grievance, leave. equality and diversity.

The environment

We want to reduce our environmenial
impact and encourage responsible
behavicur in our students, employees
and suppliers,

Highiights and commiiments

In 2016 we achiaved further
improvermnents across varous metrics
including a four star rating frem the
Global Rea! Estate Sustainability
Benchmark {GRESB), were placed in the
98th percentile of the FTSE4Good index.
and were rated B for our cimate change
pertorrmonce by the Carbon Disclosure
Project [CDP). These reflect our ongoing
efforls to reduce our contribution to
climate change, and improve our
broader environmental performance.
We were shortlisted for the 2014 Energy
Awards and the 2017 EDIE Sustainability
Awards for our behavioural change ond
engagement programme.

Our environmental strategy focuses on
four main objectives, which together help
us reduca our three malerial environmenial
impacts: energy and carbon; water, ond
resource use and waste.

In 2014 we pledged o develop a
science-based carbon reduction target,
in line with the Poris Climate Agreement
to limit warming to kess than two degrees,
and have been working with the Science

Based Targets Initiotive (SBTI) to set
on ambiticus and credible target.

We have also set a range of targets to
help reduce our other environmental
impacts oo

> Wa signed vp to the intermational
REI00 scheme, committing fo buy
100% renewable energy by 2020
We ara working to a target of doubling
our energy produclivity by 2032 under
the international EP100 prograrmme,
meaning we will halve our energy
consumption per bed
We aim to send zero waste to kandfill
from our sites by 2025
All new buikdings opening from 2018 on
will achieve a BREEAM "Excellent’ nating
> By 2020 we will aim to effectively
engage 50% of our students every
vaar with sustainability campaigns
while fiving with ws.

v

v

v

Sustainable bulldings

Building on our Enargy Savings
Opportunity Scheme [ESOS) surveys and
Energy Performance Certificote updale
in 2015, we are producing individual
action plans for each of our buildings

to identify the full range of energy and
water efficiency opportunities, Over 2017
we will bring this into a coordinated plan
aiming to deliver significant energy and
water efficiency improvements. As well
as complying with the 2018 minimum
enargy efficiency standards and the
2019 ESCS deadline, this will deliver
significant carbon reductions across our
existing estate. Ahead of this we have
canfinued our ongoing £21 millien LED
lighting upgrade, and installed arange
of new technologies to understand how
best to achieve the energy and water
efficiency improvements. During 2016 we
deployed wireless networked bullding
contals, installed PY panels and Qir-saurce
heat pumps, and assessed arange of
other potential technelogies including
demond side response and boattery
storage. This activity has helped deliver

THE UNITE GROUP PLLC ANMUMAL REPORT AND ACCOUNTS 2116

a 10%reduction in energy per bed from
2014-2015 ond a 4.8% reduction from
2015-2016.

Sustainable behoaviaur

Qur Up to us Sustainability Engagement
Programme is now in its third year, ond
seeks to deliver lasting changes in
pehaviour towards more environrmentally
responsible living ond working habits. We
see this as g unique opportunity to help
our students adopt enduring sustainable
living habits that stay with them after they
move on from Unite Students, creating a
tegacy of positive environmental impact.
Aligned with the NU3 Green Impact
Awards, the programme ysas individual,
tocal and notional initiotives 1o maoximise
engagement. During the 2015/16
ccademic year we recruited more than
120 student volunteers to help us deliver
a range of activities to rolse awareness
of sustainable living choices. Going into
2016/17 we launched our Pledge for
Good campaign which includes
comemitments to follow sustainabile
behaviours that could deliver more

than 30 tonnes of carbon reduction.

Sustalnable Construction

As well as improving the existing estate,
we are Qlso commitied to making sure
our new buildings deliver high standards
of energy efficiency ond environmental
performance, and help our students
liver more responsibly and sustainably.
From 2017 onwards all of our new builds
will gim for an 'Excellent” rating under
the wiciely used BREEA M environmental
assassmeni methodology.

Sustainable Energy

Aswell as improving energy efficiency.
we are looking at how best to use
renewable energy fo further mduce
our carbon emissions. Over 2017 we will
be kooking at a mnge of short and long
term options 1o identity the best wory

to use credible renewable energy to
reduce our footprint and deliver wider
ousiness benefits.

Calculation of market based emissions factor for grid electricity supplied under contract

Corbon Dixade

Suppiers rmsdual amssons for @ach  Resduol Fued Mx x CO;

fued fuel saurce amasnon

Pimary energy source vsed for generotion %} (RQaWh) {kQwr)
Coai 16 0% 0.1458
Natural Gos 66 039 0.2574
Nuclear ! o} o]
Renewables 1] 0 [¥]
Other Fuels 1 0.59 0.0059

QOverall amissions factor

0.4089 kgCOe/kWh
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Carbon
Contrbutions
Chanhge vs Change vs
014 015 pnoe yeor 2014 prict pear
Year and bed numbers 43037 45447 5.59% 48,637 7.02%
Carbon coniribuiing bed numberns 39.125 43,084 1002% 45,928 6.60%
Corbon conlributing floor area [r) 1.097.060  1.207.804 10.09% 1282018 6.14%
Energy ond waler consumplion
2014 205 2014
Change vs Chonge vs
Consurmphon Corsurmption PG yeor Consumption Pprios ymer
Electricity Absolute (kwh) 111,948,911 110,948,791 089% 112.524,053 1.42% 9
Relalive fo bed numbers (kwh/bed) 2841314 2575154 -10.00% 2,450.108 -4.85% §
Relative fo fioor areq (kwh/m?) 102,045 ?1.860 9.98% 87771 -A45% g-
Natural gas Absclute (kwhj} 23328332 26977762 15.64%  29,07545% 7.28%
Relative to bad numbers (kWh/bed) 594.251 626162 9.57% 632,09 o.o2%
Reiative fo floor area (KWh/m?) 21,264 22.3% 5.04% 480 154% 2
Water Absolute (m?] 1,819,569 2218231 21.91% @
Relative to bed nurmbers (m/bed} 42233 48.300 14.37T%
Reiotive fo fioor area
{m/m?) 1.507 1.730 14.85%
Greenhouse gas emissions
214 215 2016
Change vs Change vs
Consymption Consumption pnoryecr  Cohsumplion prior year
::?sl Scope 1 Absolute (tonnes CO) 439376 537305 229% 575032 7.02% )
15§10
sions Relotive 10 bed numbers (fonnes CO.e/bed) o 012 11.05% 013 0.40% g
Relativa to floor area (kg COe/m?) 40050 4.4486 11.08% 4.4854 0.83% g
Total Scope 2 Apsolute (tonnes CO.e) 5602597 5238217 -6.50% 4735215 -9.60% 3
emissions Reiative 1o bed numbers {fonnes COe/bed) 143 1.22 -8.00% 1.03 -1277% 3
flocotion based) N 3
Relative to floor area (kg CO.e/m?) 51.0692 43,3498 -15.08% 35.9356 -14.84% v
Totat Scope 2 Absolute {fohnes CO-e) 48,488.98 46,997.70 -.08%
ermissions Reative to bed numbers (fonnes CO.a/bed) 1.13 1.02 -4,38%
[market based) R
Relative to fioor area (kg CO.e/m? 40,1484 35.4592 B.49%
Total scope Absolute (tonnes COue) 40419.73 5775522 -4 4% 53,102.47 B06%
'|+2 G;T'iis‘ggsed Relative to bed numbers {tonnes CO,e/bed)] 1.54 1.34 4.14% 118 -1081%
flocafionbased) b otive to foor area (kg COe/mT 550742 478184  13)7% 41420  -1330%
Total Scope Absalute (tonnes CO.2) 53.862.03 §2,748.02 -2.07%
1+2 emissions Relative to bad numbers {tlonnes CO.e/bed) 1.25 115 8T%
(market based) _ g
Relative to fioor area (kg CO.e/m?) 44,5950 41,1445 -1.74% a
Total Scope 3 Absolute [tonnes COe) 14,802.20 15,484.29 4.62% 1548629 -1.74% g..
(em'“;IP”Sbmed Relctive fo bed numbers {fonnes COe/bed) 0.8 0.34 -499% 0.36 -1.82% 3
location
) Relative to floor area (kg COe/m?) 13.492& 128219 -497% 12,0796 -579% %-
=1

+ Scope | emissions include gos corsumption and business vehicles use.
« Scope 2 emussions nciude grid glectricity ond haat

« Scope 3 emissions include supply chain emissions such as water and paper use. business fravel, and energy supply chain emissions {transmission
and distnbution losses and wel-to-tank emissions).

* Location bosed emissions are colcukited using DEFRA 2014 emissions faciors.
+ "perbed" amissions use pro 1ot bed numbers, taking into account the length of time the site was under our awnersio.
« Markef based emissions ore calCulated using morket bosed emissons facior based on supplier’s siated residual fuel mix shown below:
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RESPONSIBLE

BUSINESS REVIEW

CONTINUED

Scope 1 and 2 emissions have been
calculkated in fine with the DEFRA
Environmental Reporting Guidelines
2013. DEFRA 2015 emnissions factors
hove been used, except for market
based emissions which have been
calkculated using an emissions foctor
reflective of our elacicity supplier's
generation mix as shown below:

Scope 142 CO,8 emissions per bed

Scope 162 CO,e emissions per n?

More details on our envircnmental
strategy and impacts are available on
our website and will be updated over
2017 aleng with more details of our wider
approach toUp 1o us.

The tabie on page 47 summarises

our carbon footprint compared to the
previous two years. Although energy
afficiency improved, 0 6% increase in
total bed numbers resulted in an overall
1.4% increase n alactricity consumption,
Gas consumption qlso rose by 7.8% due
o more widespread use of gas in newer
openings compared to older properties
that typically use eleciricity for heoating.
Despite this, however, our carbon
footprint shrank: changes 1o the DEFRA
cartyon ernissions factors in 2016 meant
our combined location-based Scope 1 +
Scope 2 carban footprint shronk by 8% in
absolute terms, or 10.5% per bed. The
reduction in our absolute and per-bed
market-bosed Scope 1 + Scope 2 footprint
was 2% and 6.8% respectively, with the
smaller reduction here driven by changes
in our supplier's net generafion mix.

Socialimpact

Dedivering positive impacts 10 help young
people succeed in Higher Education
and build sustainable fives,

Highlights and commitments

In 2018, we donaled £2 milien fo charities,
including the Unite Foundotion and our
charity of the year Sport Relief. Mora thon
33% of our empioyees volunteered with
local communities.

These are our prioritias:

Comrmunity

Qur students and employees hove a
crucial role in shaping their communities.
and have a more enriching experience
bty being infegrated with local residents
and groups. Over the forthcoming years,
we are commitied o doing even morne
with gur communitias through vse of our
proparties, giving support to community
groups and collaborating further with
Universities and students’ ynions. wWe want
to use the reseorch we commission in our
onnual Insighl Report o nelp devslop
meaninglul engagemant with young
people in the communities we gperate
in fo help prepare them for University life.

Charity

Supporting charitabie organisations is

at the neart of our valyes ot Unite
Students. We believe we have a unique
opporiunity to help raise awareness of
charitable giving to the futura generation
of choritable givars, while aso providing

a great opportunity lor engogement
between aur employseas, students and
Universities alike. We ore committed to
supporting charifable organisations that
are aligned to our bysiness, whather ihis
is through cash or in kind donations.

Volunteering

Yolunteering provides o brilliont basis for
engogement with the local communities,
giving valuable resoucce and expertise
to organisations to redlly make a tangible
diference, while also developing skifls,
team building and increasing motivetion
for those taking part, In just two years,

our employee volunteering scherme has
achieved more than a 30% participation
rate and we arg cormmitted o continuing
to grow this in future years, with particular
focus on skills-matched volunteering.
Alongside this, we absolutely recognise
the opportunity to develop student
voluntaering opportunities. Whila done
on a small scole currently through

our NUS Green Impact scheme, we
arefooking o develop this so that

it becomes scalable, providing
oppartunities for students whether

they ore iooking to do this to deveiop
empioyability skills, or just to give their
support to a great couse.

Trusted pariner

We aim to cevelop frusted and open
rakationships with our investors s well as
Universities and other siokeholders who
partner with us, This is fundamental fo
Quriong term sustainabifity.

Highlights and commitments

In 2016 we were recognised in the
Building Public Trust Awards for our
sirategic reporing. We were also
owarded Business of the Yeaor 2016 by
the Bristol Post, in our home city. We are
committed to mainiaining the highest
standards of tronsparency and integrity
in our reporting and our relationships.

Priorities

» Maintaining high ESG ratings, with

indices such as FTSE4Good and GRESB.

In 2014 we received a FISE4Good ESG

Rating ICB Supersecior Relative

Percentile Score 98, with 10C being

the highest possibie. We cchieved

Greanstar stotus for the third

consecutive yedr, increasing our

2016 score to 71, from 64 in 2015

Building longer term commercially

sustainable reiationships with our

University pariners and increasing

our Higher Education frust score

¥ Developing o more sustoinable supply
chain, working with suppliers cerfified
oy thve CIPS Sustaingiblity Index,

~
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Affordablility

Unite Students recognises that going

to University now reprasents a big
investrment for students, and their
accommodation needs represent o
significant component of those costs. We
have a rasponsibiity to ensure that ihe
living environment we offer our students
represents good qualily accommodation
at the best possibie vaiue for money.

To meet the students’ needs, we offer

a chaeice of room types ot ditferent price
points, in punpose bullt environments, which
include common spaces and, wherever
possiole, a quiet study room, outdoor space
and even a gym. Our proposition further
differs from traditional Homes of Multiple
Occupancy (HMO) properties, where
wea believe we represent better volue in
a number of key areas. These include not
charging booking or administration faes,
ond offering a range of flexible payment
plans. Our rents also include a range of
value-added components such as
ali-inclusive utility bills; high-speed
broadband access: a fortnightly cleaning
service for shared spaces; best-in-class
contents insunance; on-site loundry service;
24-howr security; @ 24-howr heipiine service
centra; and discounts with well-known high
straet retailers.

Far scholars from the most challenging
backgrounds, the Unite Foundafion was
established in 20!2 to provide assistance
fo those who might not otherwise be able
o attend University, Working with 10
Universities across the UK, tha Foundation
provides free accommeodation and is
currentty supporting 128 active scholars.

"

CREATING AN

ENGAGING
ENVIRONMENT

In setting our rents, we will continue

to routinely work with Universities'
accommodation services, through
nominations agreements and more widely,
to ensure that the living environment

we offer qur students reprasents the best
possible value for money.

The Unite Foundation

Unite Students is the founder of and

a major donor to the Unite Foundation,

a charity that helps undergraduates who
lack farmily support, The Foundation
providaes ils scholars with occommodation
throughowt their study years and
appiicants are selecied by the Universities
to which they apply from the 10 Universities
which port of the Foundation programme.
Established in 2012, the Foundation

hos supported 179 peopie to dafe

and currenty has 128 active scholars,

The end of the 2015/16 academic year
sow 18 Foundotion scholors groduaie.

Unite Students hosted a Foundatian
Fundraiser at the Natural History Museum
in 2015 10 colebrote s 25th anniversory.
Guests heard from 2014 Foundation
graduale Emily Drew about her expenencs.
Unite Students ifselt donated a further

£5 million to the Foundation in 2016. The
donation ook the form of an investment
in the Unite Student Accommodation
Fund (USAF] in order to give the
Foundation greater long lerm security.

Our 2014 Strategic Report from page

1 to page 4% has been roviewed and
opproved by the Board of Directors on
22 February 2017.

Jow Lister
Chief Financial Officer
22 February 2017
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CHAIRMAN'S INTRODUCTION

TO GOVERNANCE
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A GOOD GOVERNANCE
CULTURE SITS AT THE HEART
OF GROWING LONG TERM
SUSTAINABLE EARNINGS

Phil White
Chairman

I'm pleased to present our Corporate
Governance Report on behalf of the
Board. 2014 has been a busy year, The
Leave vote has led to a dynamic external
market while in paraliel — as we celebrate
Unite’s 25th anniversary — we are seeing

a maturing PBSA seclor.

Succession plonning and corporate
culture has been a focus in 2014, We hod
a change in Chief Executive, with Richard
Smith taking over from Mark Allon after

17 years with Unite, 10 cs CEQ, as wellas
the Group converting to a RET effective

1 January 2017.

The Board's governance rote has focused
on the impact of change in the wider

eoonomy, while ensuring we are prepared
for change in the Higher Education and
PBSA sector, This preparation includes our
substantial investment in technology -
rofling out our scatable operating pratorm
PRISM — s well as ensuring our development
pipeline is well funded.

Our governance kamework is designed
to help us navigate these extemaland
internal changes. It is imperative the
Board is able to provide the necessary
oversight and challenge 1o secure the
Group’s long term sustainable success.
building on all we have learnt in our 25
years, and the following pages provide
insight as to how we are doing this.
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Gaovernance overview underpinned by the Corporate Governance Code

Governance framework

Qur governance framework,
unaerpinned by the Comporate
Governance Code, is designed fo
support our strategy ond ensure
our long term sustainable success.
Similar to our risk management
framework {described on

pages 22 fo 25), our govemnance
framewaork is driven by on open
and collaborative Board and
broader Unite Students culture,
creating an environment for
peogle to have confidence to
challenga the norm. For example,
we Now consider proceeding with
certain site acquisitions not
conditional on plkanning. provided
ceriain planning risk thresholds are
satisfied. Below and on the next
two pages. we describe how
governance has supported our
strategy during 2016 and how this is
linked to our principal risks. We aiso
describe our governance priorities
for 2017,

Accountability

The internal controls and the
Audit Commitiee Report [poges
46 o 69], fogether with ourrisk
management framework and
principol risks jpoges 22 to 25),
describe how we ensure a fair,
balanced and understandable
assessment of Unite’s position and
prospects. the assessment of our
principal risks and their alignment
with our strategic objectives and
how we maintain an appropriate
relationship with Deloitte,

our external audilors, consistent
with the Cede and statutory
requirements,

Leadership

On pages 54 and 55, we describe the
composition of the Board explaining
their skills and expenence. On pages
57 to 61 we explain how the Board
aperates as an effective board,
collectively responsible for the
long-term sustaingble success of
Unite, the clear division of responsibilities
of the Board and the role of the
non-executive directors to
constructively chalenge and
develop our strafegy.

Remuneration

The Unite remunerafion policy and
implemeniation chart jpage 75)

and Remuneration at a gkince

chart (page 76) provida an overview
of this complex oreo, together with
the detailed Remuneration Report
(pages 73 to 95) describing how we
ensure Executive Directorremuneration
is designed to promote the long-term
success of the Company and how we
develop our remuneration policy.

Effectiveness

Pages 62 and 63 describe how

our governcnce framework ensures
the effectivaness of the Board.
Recognising how critical comporate
cutture is to effectiveness and
susiainable success, during 2016
our Board evaluation focused on
{among other things) our corporate
Culture and governonce
leadership. In addition, In a year
when the CEQ role fransitioneq,
Richard Smith’s induction as the
incoming CEO has been crifically
important to devalop his Chief
Executive skills and relationships
and ensure @ smooth fransition.
The Nomination Committee
Repor (pages 64 and 45) describes
how we manage our suCcassion
planning, owr broader keadership
development, cur approach

to diversity and inclusivity and

how we ensure we have a deep
talent pipeline.

Shareholder relotions
and engagement

Page 54 describes how we engage
with shareholders, which during
2014 included o Capital markets
Day in April. which allowed
investors to see our Coventry
portfolioc and development
pipeline and the opportunity to
interact with our digital aperating
piatform, PRISM, and then a second
Capital Markets Day in December
in London demonstrating how
PRISM improves andg streamiines
our operations. We also describe

in our Remuneration Repor! [pages
73 fo 95) how we have engaged
with shareholders during 2014

on our Remuneration Policy ond
executive remuneration,

Hodau pBayous

]
5
51
3
n.
a9
g
g
=3

UOHDULIOM IO



52 THE UNITE GROUP PLC ANNUAL REPORT AN ACCIUNTS 20146

CHAIRMAN'S INTRODUCTION

TO GOVERNANCE
CONTINUED

How govemnance supported our straltegy during 2014

Sralegic Unk lo ) :
objecive Board's govemancs fole Principol Kisk 2013 Boam activity
Greal service PREZM 26 Read more Board review of our digfal strategy.
Oversight on PRISM defvery ond the reicted Mharkal risk - supply Oversight that FRISM defvers:
enhanced customer service and operating and demand
ethiciency benehits. » Arobusi booking system
» Anmproved ond scalabie platiorm for revenue
management and customar engagement
» Enhanced service levels for both Urivenifies and students
¥ Markel differemation.
¥ Reod more Operations review
Aftordabity and vatue lor money 28 Readmore  ANalysis of the HE accommedation sector and ensuring we
Mariet rigk - " conlinue ta offer an atfordabide and value for money product,
and demand 31 Read more: Afferdahiiity
Health & Salety 27 Read more The Board reviews the satety ot ourstudents, visitors and
As we develop our brand through the Oparational Risk " employess, as well as contractors ot our development sites,
implemeniation of Horne for Success, the risk of - Major health & ol each Board mesting.
ahealih & safaty mis damaging ourreputolion gk, riac)incident  HAS Committes, a sub-committes of the Board, focus on'

only "icreases. The Boord's govermanca ol the a properly ora
health & solety, wellbeing and security of the developmen she
49,000 students who make Unite Students Thei

> Firs. our biggest safety sk, and the appeintment of the
Avon Fire Authority as our Pimary Authortty lead

home is critical o the Group" tinued » Bxiernal safety assurance through the appointmeant of
o mtedreputaion. o e ihe Brtish Satety Council as our new exlemal safafy auditor
> Physical sacurity review of our properties by WSFP Parsors
Brinckerhoft.
78 Read more: HES Committes report
Horne fot Succen 26 Read Board review of the ongomg implementation of the £40 millon
Challenging the substantiol investment i Home Moot risk - supply Horne for Success reinvesimsn! programme. Strategic review
tor Success and how it s fronslating into real ond and demand of the next phase of Home for Success to ersure the Groun
improved customer experences and stronger continues lo daliver Improved cuttomer experience in on
University reiationships. increasingly competitive marketplace
L Read more: Operaiion review
Briikant Developmant pipaiine T ;3 Readmore: Board ensured delivery during 2014 of five new developments,
properties Boord scrufiny of city and site selection for new Property/ " representing 3.082 beds on programme and budget. 2000
developrnents ogainst backdrop of increasing Developmmen ek of these securad with long term nominations.
competifion for the best sites, Governance of 34 Read more: Properly review

developments/acquisiions (o arsure they run lo
budget and schedula and ore eamings accretive
iekd

20i6PCs Beds on cost
Staplaton Housa 842 a%%
Olympic Way, Weinbley 499 85%
Gosford Gate, Covenfry 284 0%
Greetharn 3t Portsmouth B36 93%
Causeway Yiew, Abardeen ¥ $8%

Total ) 3,082 2%
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Shategic Link to
ohjective foard's govemnance role Prirscipal Risk 2014 Soard acltvity
Britiant Proparty disposots 28 Reod more: | 500rd ensuring further grawth thvough deveiopment activity.
aroperties Board oversight on disposals - ensuring value Property meriet © During 2014, four schemes exchanged and five plamning
obtained and procaeds recycled efficiently. o risk consents. 2.152 beds due for defivery in 2017 and good
ore progress on our development and funds pipeline.
2 Read more. Development pipeline
Yokl
217 Py Bedas on cost
Developments
St Leonand’s Edinburgh 581 7 5%
Millennlum Yiew. Coveniry k| BA%
Tara House. Liverpool 76 ?I%
1,748 3%
Forward funds (USAF)
Beech House, Oxford 167 40%
Luton Coust, Echnburgh 27 6.1%
Todal 2152
Growing and Capitad siructune 29 Read . Ongoing Board review of our Capital Operating Gudsines,
sustainoble Group Board focus on o strong and flexible Financing k- Continued facus aniocking In debt at hstorcally low rates for
acHTings copital structure, which can adapt to market rew debt lacilties and torward starting Irda st swaps for
Unabie ioarange new
conditions, ond reducing and dversitying the debt of expiring debt future bomowings for secursd development pipeline.
cost of funding. fachiies cannclbs At the end of 2016:
replacad or only > Loon-fo-value 34%
at high cosl. » Average cost of debt 4.2%.
rate mavements 40 Read more. Fnonclol review
Tax sirategy/RETT convanion Board review of the Group's fax posifion and siralegy Analysis n
Group Boord review af tax strategy for of comversion ta REIT and why this is right for the Group. 3
publcationin 2017 and our convenafion Ovensight of ongoing REM condlfions ond headrom for =
o Q REIF. opergting within the Bolonce of Business REI tests, 3
41 Recd more QLA on REIT corversion g.
2
2017 governance priorities > Delivery of the davelopment Compliance with UK Corporate 2
> Greot service pipeling - 1o budgst and on time Govemance Code =
Student and University expectations - with continued focus in towns During 2016, our governance framework
are constantly increasing. Gavernance and cities with the strongest was built on the UK Corporate
fo ensure: growth prospects Governance Code {the Code). The Code
» Portfolio recycling with disposal remained the minimum standard against
> Continyed investrent in Home for proceeds depioyed effectively. which we measyred c?ursefvas durir?g.
succaess fransiating into value for 2018. We complied with all e provisions
money for our customers and > Growing ond sustainable eamings inthe Code dL.mng ‘20]6 and expect ic
market differentiation In the uncerfain world following the be fulty compliant during 2017. The Code
> PRISM, our scalobie digifal Leave vote, Governance to ensure: is published by the Financial Reparting
operating platform, delivering Council (FRC) and is ovailable at
improved customer service, > A strong and flexible capitat www.frc.org.uk. g
efficiency and thys affordability. struccture o enable us to adopt 3
appropriataly to market condificns Phll White =
> Builliart properties as the cycle evolves Chalrman of the Board g
PBSA sector maturing. Governance > Compliance with ongoing REIT 22 February 2017 3
to ensure: statys folkowing corversion on §

I Januory 2017



54

e

BOARD OF DIRECTORS

From left to right
Chris Szpojnarowicz, Andrew Jones,;

Phil wWhite, Joe Lister, Richand Simpson,

Richard Smith, Elizabeth McMeikan,
Tim Wilson and Maonjit woistenholme.

Board committes key
N Nomination Commitiee
A Audit Commitiae
K Health & safety Committea
R Remunemation Committee

1 Phil White

Chalrmon

Chair of Nomination Committee
Remuneration Committee

Relevard skills ond experience

Phil was appointed Chairman in May
2009%. The majarity of his executive career
was spent in the public tfransport sector,
during a period of deregulation and
privatisation. He was Chief Executive of
Natienal Express Group pic from 1997

o 2006, leading the business through
considerabie growth both in the UK and
overseqs, Philis cumently Non-Executive -
Charman of Kier Group pic and Lookers

plc. and Non-Executive Director of Vp pic.
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2 Richord Smith
Chlef Executive Officer

Relevant sidlls and experience

Richarmd was appointed Chief Executive
in June 2016, Prior to this, Richard was
Unite's Managing Director of Operations
from 2011. That MD role invotved Richard
leading the service provided to

our custarners, and managing the
maintenance and facilities management
across the Group's portfolio.

Richard joined Unite as Deputy Chief
Financial Officer in 2010. Prior to this he
spent 18 yearsin the transport industry,
working in the UK, Europe, Australia and
North America, Richard spent 13 yeors
of Nafional Express Group where he
heid a range of senior finance, strategy
and operations roles, including Group
Development Director and Chief
Financial Officer, North America.
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1 Jow Uster
Chiat Financlal Officer and Managing
Direclor of People and Communications

Relevant skills and experience

Joe joined Unite in 2002 having qualified
as a chartered accountant with
PricewaterhouseCoopers. He was
appointed as Chief Finance Officer

in January 2008 having previcusly hekd
a variety of roles including Investrment
Director and Corporate Finance Director,
In addition to the Group's finance
function and investment strategy, joe is
now also responsible for People ond
Communications. Joe is a mamber of
the Council at the University of Essex.

4 Richord Simpson
Group Property Director

Relevont skills and experlence

Richard & Group Property Dvectior and sets
the strategic direction for oll aspects of
the property portfolio. oversees the fund
management of Unite’s co-investrment
vehicles and leads the property
development activities. Richard joined
Unite in 2005 and has held a variety

of senior roles within the Group. He is

a qgudlified chartered surveyor and

o feliow of the Royal Institution of
Chartered Surveyors.

Richard has been a Non-Executive of
CityWast Homes frarn January 2017,

5 Professor Sir Tim Wison
Non-Executive Director
Chair of Health & Safety Committee

# A R N

Relevant skiiis ond experience

$r Tirn was appointed Knight Bachelor
for services to Higher Education and to
business in the 2011 New Year's Honours
list. He is @ strong advocate of the role
of Universities in econormic developrment
and is acknowiedged as one of the
leading thinkers in University business
collaboration. He is tha author of the
government commissioned wilson
Review of Business-University
Collaboration, published in March 2012,

Formerly Vice-Chancelior of the
University of Hertfordshire, Tim served

on the Board of the Higher Education
Funding Council for England {HEFCE),
was Deputy Chair of the CBl innovafion,
Science and Technology Committee and
a trustee of the Council for Indysiy and
Higher Education (CIHE), He has extensive
experience in both UK ond internafional
Higher Education.

Tim was appointed to the Board in 2010,
He holds Honorary Degrees from London
South Bank, Plymouth and Hertfordshire
universities and is currently, as Chaimman
of Arden University, @ member of the
Committee of University Cheivs,

§ Man]it Wolstenholme
Senior Independeni Dimclor
Chair of Audit Committee

A R N

Relevant skills ond experience

Manjit qualified as a chartered
accountant with Coopers & Lybrand.
Her background includes roles as Director
and Co-Head of Investment Banking

at Dresdner Kleinwort Wasserstein, and
Pariner ot Gleacher Shackiock, She is
Chair of Provident Financial and Senior
Independent Drecior and Chair of the
Remuneration Committee of Future pic
as wall as Chalr of Cala Group Holdings
ond Chair of Audit at CMC Markets pic.
mManjit was appointed o the Board

at the end of 2011,

7 Elizabeth McMelkan
Non-Execulive Director
Chair of Remuneration Commitiee

R A N H

Relevant sidits and experience

Liz was appointed Non-Executive Director
in Februgry 2014. She has significant
exparignce in customer-focused
businessas Tesco and Colgate Palmalive,
where she was successful in driving
grow th through an understanding

of customer needs end an innovative
marketing approach.

Lizis Senicr Independent Director at

FTSE 250 pub group JD Wetherspoon
and Chair of the Remunerction
Committee ot FiyBe plc. She is g Non-
Executive Dractor at import/export fruit
and vegetable company. Frasca Group
Lid. and CH & Co itd, a privatety-owned
catering company.

in Navamber 2012, Liz was appaointad
Chair of Moat Homes Ltd, o keading
housing association working in the
South East.
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4 Andrew Jones
Non-Executive Director

Relevont skills and experience

Andrew Jonesis Chigf Executive Officer
of Londonhetric Property, following the
2013 merger of London & Stamford and
Metric. Andrew was a co-founder of
Metric and Chief Executive Officer since
its inception in March 2010, Andrew's
pravious roles include Executive Direclor
and Head of Relail o British Land. He
joined British Land in 2005 folkowing the
acquisition of Pitkar Property where he
was on the main Boord, with responsibilities
for tnew retail portfolio ond the Hercules
Unit Trust.

Andrew was appointed io the
Boardin 2013,

* Chris Szpojnarowicz
Company Secretary
Relevant skills and experience

Chris was oppeinted Company Secretary
and Head of Legal in 2013, following
General Counsei rolas at GE, MTV
Networks and other multinationals and
praviously an M&A /corporate and
commercial kawyer ai Clifford Chance
and Baker McKenzie, Chris uses his general
counsel and corponate/cormmercicl iegal
experience to fuse our corporate and risk
governanae with our business activity, In
this way, Chris links nis Company Secretary
and gevernance leadership role with that
of Head of Legal.
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SHAREHOLDER RELATIONS

The Board attaches a high priority to
effective communication with shareholders
and with other providers of capital to the
business, and weksomes their views on
the Group's approach to corporate
governance, In addition to the final and
interim prasentations, d series of meetings
between institulionol shareholders/other
praviders of copital and senior
maragement were held throughout 2016,
The Board is made oware of the views of
major shareholders concerming the
Company through, among other means,
regular anclyst and broker briefings, and
surveys of shareholder opinion. That
process will continue throughout 2017.

During 2016, the Remunerotion
Committee conducied a consultation
with shareholders representing around
two-thirds of the issued share capital,
as well as key UK instifutional investors,
regording proposed changes in our
Rermuneration Policy

73 Rernuneration
The 8oard. together with its professional
advisers, actively anatyses the Register of
the Company with a view ia ensuring the
long temm statsility of the Register.

The Company maintains a corporate
website containing o wide range of
information of interest to institutional and
private invastors. The Company has
frequent discussions with shareholders on
a range of issues affecting its performance,
both following the Company's
announcements and in response to
specific requests. The Company regularty
seeks feedback on the perception of

the Company amongst its shareholders,
the investor community more broadly
and lts stakeholders.

Sava in excaptional cicumstances,

all members of the Board attend the
Company's Annual General Meetings
and shareholders are invited to ask
questions during the meeting and to
meet with Directors prior to, and after,
the formal proceadings. At the meeting,
the Chairman reviews the Group's
cument frading.

The resulls of the votes at the Annual
Genarol Meetings, together with details
of the leve! of proxy voles lodged for
each resolution is made available on

a regulatory informotion sefvice and
on the Company's website at
www._unite-group.co.uk.

185 Nofice of the Annuol
GeneralMeeting

Resulls of 2014 Annual General Meeting

For Aganst

% voles % Volas

Resokstion cost cos

1 Raceive Annuol Reports & Accounts 100.0 0.0
2 Directors’ Remuneration Policy 98.9 1.1
3 Annual Report on Remuneration 99.7 0.3
4 Declare a final dividend 100.0 [814]
5-14  Appointment of D¥ectors 938.999 O0.1-63
15 Appoint the ouditor 100.0 2.00
16 Auditors' remuneration 1000 0.00
17 Approve performance share plan 283 1.7
8 Approve empioyee share scheme 9.1 09
19 Authority to aliot shares B8.4 1.8
20 Pre-emption rights ?8.6 1.4
21 B84.2 15.8

Allow Eenerol rneeﬁngs on 14 days' nofice
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Invesior days

we regularty hold invesior days to
profile the iatest developments in

our business and showcase our new
properties and locations, During
2014, these events included a Capitat
markets Day in April, which allowed
investors 1o see our Coventry
portiolio and development pipeline
and the opportunity to interact with
our digilal operating platicrm, PRISM,
and a second Capital Markets Day in
December in London demonstrating
how PRISM Improves and streamlines
our operations. These events allow

us to' demonstate the breadth and
depth of cur management team
who help ensure that Unite Students
continues to evolve.

Shareholders by geography

Top 10 shareholders
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LEADERSHIP

Corporate culture and
govemance leadership

The Board has ultimate responsibility 1o
Unite Students” sharehoiders for all the
Group’s activities and also a brocder
responsipility, extending 1o environmentol
and secial ssues, recognising that the
Group & home to 49,000 students during
a crucial stage of their personal
deveiopment and with Universilies right
across the UK. To discharge this brooder
responsipility effectively, the Group needs

to opesate in an open, harmonious and
fransparent manner. One way in which
this s achieved is by ensuring open
communication between the Boord and
senicr leaders. Yarious members of the
senior leadership team regulary present
to the Board. During 2014, Unite’s
Operations Director, Student Expearience
Director, Head of Digital, Area Managers,
Development Director, Funds Director
{representing our various co-invesiment
vehicles), University Partnerships Director
and Head of Legal & Company Secretary

57

{among others) presented to the Boord.
This direct access to management opens
dialogue beyond the board room itself.

Further, with Board meetings located in
cities across the UK, the Board visits our
new developments as well s existing
proparties meeting with our Operations
tearms and giving them a grounded nsight
to the implementation of our strategy.

Board structure
™, Unfle Qperat!
Board 7 pooa
/F\ /[\ /[ I //l\\
Unfle Properly
Nomination Audit Health & Sofety Remuneration Board
Committee Committee Commitlee Committee
Phi White - Chair Manjit woktenholme Sir Thrn Wilson - Chair Elznbath Mcheikan
Andrew Jones - Chai Richard Smith - Chair
Elizabeth McMekan Elizobeth McMeikan Efizobeth McMeikan Andrew Jones
St Tim wikson Sir Tirn Wilson Phil White Risk Commitise
Maniit wolstenholme Sir Tim wikon
Manit Woktenhoime Christopher
&4 &4 70 77 Szpoincrowicz
Nomination Audit Health & Safety Remuneration {Head of Legal and
Committee Report Committee Report Committee Repor Committee Report Company
) Secretary] Chair
The Remunetation Richard Smith
Comrmitiee Report Joe Lister
s Incorporafted N .
into this Corporate Richard Simpson
Covemance
Stafement
by teference,

odias iBayous

‘gﬂ
i
g
:

UOLOULOIULIBIO



50

THE UPTE GROUP PLC AMNUAL REPORT AND ACCOUNTS 29146

LEADERSHIP

CONTINUED

Board operating rhythm - linked
1o strategy and business oversight
Tha Board has an annyal operating
rhythm with a forward agendao of items
for the ferthcoming year built around our
three strotegic objectives, The Boord's
meetings are splif between strategy
(these consider the Group's longer term
strategy having regard to emerging risks
or the review and approval of specific
investrments above cerain thresholds)
and routine operationgol, property ana
financialupdates {these provide context
for the strategic discussions as well as
govemance aversight of in-year acfivity].

Meetings fake place throughout the UK,
often at Universities in order for the Board

Board operating rhythm

Regular vpdales from the Board
Committees on their aclivitias
and recommendations

Operational, property
and Anancial vpdates

Market and Higher Education
sector updates

Strategy and five-year plon

Risk

New development schemes

Troining

Review of Group policies

to meet Vice-Chanceliors and isarm
about their experiences with Unite, their
accommodation requirements more
generally and broader developments in
the Higher Education sector.

The Board is able to oversee the setting
and implementation of the Group's
strategy due fo its flal management
structure; three members of the Baard
are Executive Directors and therefore
octively involved in the day to day
implementation of the strategy. This
executive perspective is balanced by five
Non-Execufive Directors, including the
Chairman, who bring a depth and breadth
of experence in senior management,
Higher Education, finance, customer
service and real estale.

Senior leaders are regularly invited to
attend meelings and prasent fo the
Board. This provides the Board, and in
particukar tha Non-Exacutives, with direct
and open access 1o feaders throughout
the Group and helps inculcate a cutture
of openness and directness. In addition.
external experts are aiso invited to
present 1o the Boord (such as University
vice-Chanceliors and property valuers)
o give the Directors a broader and
independent perspective,

Details of the number of Boord and
Committee meelings held during the
year, and Direclor ottendance. is
avaikibile in the fabke on page 41.

Ensure that the detailed work performed in the Board Committees
is considered by the Board as a whole

Provide the Board with the necessary information to track the Group's
performance and chalienge any problems with performance

Ensure the Board is equipped with the most up to date knowledge anct
understanding of the indusiry and environment we ore operating in

Discuss, review and approve our strategy and five-year pion, and track
how we are performing against our current strategy and the five-year plan

Raview and discuss our principal risks at ¢ Group level and Qlso a review

of aur operational level risks (the Board's operationalrisk review is to verify
that risks have been properly identified and that appropriate risk mitigation
pians are being correctly managed with clear actions and ownership)

Review and challenge new development schemes being recommended
by management and, due to the significant capital expenditure

involved and key strategic decisions required. approve these new
development schemes

A review of the Board's training needs and alsa fo ensure that the Board
is up fo date on key legal and regukatary changes. During 2014, fraining
wQs canducted on how we are using technology and social media in
the business as well as governance fraining on various topics, including
the Market Abuse Reguialions

Review of key Group policies, such as the Anfi-Bribery Policy, to ensure
1hey are appropriate and implemented effectively
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Board activity and annual programme

February & 1 XY BeO ~E ¢ LY )
Corporate Post completion Property —approvol  Preiminary results Treasury
responsibifity and OVIOW — TeVIew of land ocquisihon Policy review
Home for Success  of 2015 property in Liverpool

compietions
March >
1 Nominations
Committee
- succession
planning
Aprl o & F. %
m Cevelopment Approval ot lkand Training: Morket
pipedine acquisition Albuse Reguiations
in Birmmgham
and construction
contractsin
Portsmouth
May & ZEe Be Ze ]
m Unite Foundation  Intemol audit plon  Assess oudhtors Review internal H &5 Committee
é N controk
PRISM workshop e
Prrcipal
risks review
June & . & o
m Mmarket review Half-year Acquisition Adophng
valuation opporturities new insice
preview -approval of Information
fond gequisition Policy and Shore
n Sheffietd Deaing Policy

vty - b

m Intenm results

Seplember g ™ () o &

Strotegic Pian Board evaluation  USAF/LSAV/wholly Taxraview and H & § Commitee

ond talent review owned portfolo REIT conversion
& rowow
November F Y| 'y | . [ . =
m Principal risks review 2017 budget Sales cycle Capital operating  REIT Circutar

themes Teview guidefines review  approved
December 1 OE [ W & o
E] Customer Apprave Prospecive Whistleblowing Trairing: Corporata H & S Committee
6 safistaction 2017 budgel yearend out-tum  review Governance
Anti-bribery review
Financal ond rsk Digrtal
& Strategy monogement A Operafional h Comemencial - nvastor refations * Governance D Worshop

1 Gmaol wndoee Brkiant pmpeﬂlese Growng and susrainadie earmings * No boord aclivly in sanuary, Augus! and Oclober
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LEADERSHIP
CONTINUED

Composition and appointments
The composition of the Board during 2014
is set out in the table on page 57.

The Board currently consists of the
Chairrnan, thfee Executive Dieciors ond
four Non-Executive Direclors.

Board composilon

In occordance with the requirements of
the Code, each of the cument Directors
offers themselves for re-election ot the
Annual Generol Meeting 1o be convened
on 11 May 2017. Brief biogrophies of all the
Directors are sef out on pages 54 ond 53.
Following the individual performance
evaluations of each of the Non-Executive
Directors seeking re-election, it is
confirmed that the performance of each
of these Non-Executive Direciors
continues to be effective. They each
demonstrate commitment to the role,
and add valye and relevant experience
to the Board.

Description

Roles

The Group's tenms of reference for the
Chairman and the Chief Exacutive
cleorty establish the division of
responsibility between the twa roles,
Summarias of those roles, and that of the
Senior Independent Direcicr, arae set out
in the table below.

Chairman

Phil white's principal responsibilities are:

¥ Toestablish, in conjunction with the Chief Executive, the strategic objectives ot the

Group, for approval by the Board
» To organise the business of the Board

> To enhance the standing of the Company by communicating with shaseholders,
the financial community and the Group's stakeholders generally

Chief Executive

Richard Smith has responsibility for:

» Establishing. in conjunction with the Chairman, the sirategic obiectives of the Group.

for approval by the Board

¥ Implementing the Group's business plan and arnual budget
> The ovenall operational and financial performance of the Group

Senior Indepandent Drector

As Senior Independent Direcior, Manjit Walstenholme's principal responsibilities are to:

» Actgs Chair of the Board if the Chairman is confiicied

» Actas a conduit to the Board for the communication of shareholder concerns if
ather channels of communication are ingppropriate

Ensure that the Chairrman is provided with effective feedback on his performance

v

Responsibility and delegation
A schedule of specific matiers is reserved

for the Board. Those include:

» Approving the strategic objectives of
the Group and the business plan to
achieve those objeclives

? Appraving policias relating o
Direciors’ remuneration.

? Approving major investments,

acquisitions, mergers and divestments

Approving rmajof development schemes

Approving appointments to and

disrnissals from the Boord

> Reviewing systems of internol control
and risk management

. These lopics are scheduled as part of the
board’s annual operating rhythm and
forward agenda or brought to the Boord
on an ad hoc basis, as and when this
is necessary.

o
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Board and Commiitee attendance at meetfings in 2014

61
e

Date of Heath &
Current Appontment Audit  Romunergtion Nomnation Satety
Dweciors Status 1o the Boora Board Commitee Committee Cornmmae Commities
Phit White Chairman 210109 g N/A 3 2 N/A
Sir Tim Wilkon Independent 01.12,10 9 4 5 2 3
Manjit wWolstenholrme Independent ozn 9 4 5 2 N/A
Andrew Jones Independent 01,0213 9 N/A 5 2 N/A
Elzabeth McMeikan Indepandent 010214 9 4 5 2 3
Joe Lister Executive 020108 g N/A N/A N/A N/A
Richard Simpson Execulive 01.61,12 9 N/A N/A N/A N/A
Richard Smith Executive 01.05.12 9 N/A N/A N/A 3
Resigned during the yaar
Mark Allar
Resigned 31.05.16 Exacutive 17.11.03 4/4 N/A NFA N/A o
Patrick Dempsey
Resighed 31.08.14 Independent 01.03.16 4/4 2/2 2/2 1/1 i
Board Commitiees The graph below shows the cument Prolessional advice
The Board has delegated cerfgin baiance of tanure of the Non-Executive and 8oard supporf

responsibilities 1o its Committees, as
defailed on the following pages. The
terms of reference for each Committee
are reviewed annually and the current
versions are avgilable on the Company’s
website at www.unite-group.co.uk. The
current membership of each Committee
of the Board is set outin the chart on
page 57.

Board fenure

Each of the Executive Directors has o roling
contract of employment with @ 12 month
notice period, whila Non-Execulive
Directors are, subject to re-etection by
sharehokders, appointed to the Board for
a term of approximately three years. In
accanrdance with the ,mecommendations
of the Code, the Directors will all refire

at the Annual General Meeting and wil
submit themselves for re-elaction by
sharehotders.

Direclors, including the Chgirman.

Board tenure

Directors are given access to
independent professional advice at the
Company's expense when the Directors
deem it necessary in order for them fo
carry out their responsibifities. The Directors
olso have regular diglogue with, and
direct access 1o, the advice ond services
of the Company Secretary wha ensures
that Board processes and corporate
governance practices are followed.

Insurance

The Caompany maintains Ditectors and
Officers iability insuronce, which is
renewed an an annual basis,
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EFFECTIVENESS

Induction As port of the induction program, sach
On appointmant to the Board. Director also visits key locations to seeour | 20714 evaluation key themes
eoch Director takes partin g business operations and properties first Carporaie culture and
comprehensive and persanalised hand and the Higher Education insfitufions govemance leodership'
induction programme covering: we partner with. Also, they meet with key Thi nded our Board
senior executives so from the outset they s year, w? expa our N
» The business and operations of the have access fo managers throughout the ggﬂf’;ﬂ:‘;ﬁ* Soorrg °”:;"°"5
Group and the Higher Education organisation 1o help them form their own poraie culture and
sector; the role of the Board and independent views on the Group and its gc_:v;;?cnce .ieodersmp is,ee q: esh?ns
ratters reserved forits decisions; the | pesformance, and the Higher Education | £ W’f”é‘"? Th:]zc(":“'l?gse i ,29
ternns of reference and membership sector we operate in. In addition, they Rolergfl;.orc;rd‘: "l?hoe OU'rpLL:Y ‘:’:os ve e
of Board Committees; and powers are given fhe opportunity fo meet ookt th’;
delegated to those Committeas with representatives of the Company's we hove% ;:a;siﬁve and cs:herenl
> Lﬁ&%:ﬁmmeumut:?bbﬂ key odvisors. corporate culture with strong
financial information about the Group This induction is Glso supplemented with go:'gg‘:?h‘fsefg(’?gf?m’;‘ w: pﬁ:r:_lo
» Their legol and reguiatary respansibilities | @ngoing fraining throughout the year fo f; Success brand c’rch'ﬂg f:rre onde
as a Director and, specifically, asa ensure the Board are kept up to date with wa L;gf working 1o deve?; KPis 1o
Director of a listed company. key legal, reguiatory and indusiry updaotes. - hel;:; measure gerforrncncz.
Richard Smith's CEO induction

Following Richard Smith's appointment
as CEC, a specific induction plan was
developed. Richard olready had
considerable experience with the
Company, but a plan was devised to
reflect his new role s CEQ. This included
meeting with various sfakeholders In fhiy
rew roke as wel 0s building a development

CoNaborative team:
The Board and its Committess operate
as a colloborative tearm, bakincing

plan to help ensure Richard's transition thex coll.ecflve responsibility
into his new role. appropriatety. Comments across
fhe Executive Directors and

Non-Executive Directors were
broadly similar, indicating no reoi
outiiers or divergence oF views.

Queslions in Board Evaludtion focusing on corporaie culfure and govemnance leadership

Does the Boord have cledr agreement on its role in shaping, embedding and overseeing the Group's corporate culture?

Does the Board devote sufficient time and resources to evaluating govemance leaderhip?

Does the Board have visibiity over KPis which measure corporate value arising from Unite Students’ brand and reputation?

Are the Executive Directors signed in Unite Students” purpose and vales?

15 the broader leadership tearn aligned with Unite Students’ purpose and values?

Do the Non-Executive Directors have appropriate line of sight occess to the business?

Does the Company Secretary provide independent and fansparent advice and guidance on coporate govemance matten?

Does Unite Students enjoy a high kevel of frust within its investor base, with a positive say/do ratio?

Does Unite Students enjay o high level of frust within its wider stakeholder base, with a positive say/do rafio?
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Performance evaluation

Each year the Board. its Committees

and Directors are evelualed considering
{armong other things) the bakince of
skills, experience, independence ond
knowledge on the Board, its diversity
{including gender}, how it works logether
as a unit and other factors relevant io

its effectiveness.

During 20164, this Boord evaluation
speacifically explored our corporate
culture and govemance kadership.

The key legmings from the FRC's recent
report, Corporate Culture and the Role

of Boards, were used as the basis for this.
In addition, the evaluation considered
the behaviours and processes of the
Boaord, its Committaes and each member
ot the Board. including the Chairman.

The Company's poiicy i fo conduct on
externally facilitated evaluafion every
third year. During 2016, the evaluation
was conducted inlernolly. The previous
external evaluation was 2014 and the
next external evaluation is expected
to be during 2017,

The 20156 evoluation took the form of a
questionnaire asking searching guestions
of the Board and Committeas. This was
conducted on an gnonymous basis— o
encourage frank and direct feedback
—and the rasulls then collaled by the
Company Secretary and shared with
the Group Boord and each Committee.
In addition, the recommended cclions
from the 2015 evaluation were reviewed
to determine progress against them,

Chairman and

Non-Executive Directors

The Board considers each of its four
Non-Executive Directors to be
independent. Accordingly, the Company
meets the requirement of the Code in
relation to members of the FISE 250 that
at least half of the Board [excluding the
Chairmnan), is made up of ndependent
Nen-Executive Directors. In addition,
Phil White (Chairrmon of the Board)

wQs cansidered independert on his
appeintment 1o that role.

The Chairman and the Non-Executive
Directors constructively challenge and
help develop proposals on strategy, ond
bring strong. independent judgement,
knowledge and experience 1o the
Board's defliberations. Non-Executive
Directors are expected fo commit
approximately 20 days per annum

to the business of the Group.

The terms and conditions of appointment
of the Non-Executive Directors are
avaikible for inspection at the Company’s
registered office and ot the annuol
general meeting.

43

e

Training

The Board reviewed their fraining needs
and considered it important that the
Direclors have a broader perspective
of the digital and technology needs of
1he business. This led fo a Digital and
Social Media Workshop for the Board.,
demonstrating PRISM and its functionality
and user axpenence in May 214, In
addition, the Board considered it
important that the Committee Chairs
continue to receive relevont functional
training [such as on accounting, UK
Corporate Governgnce Code and
execulive remuneration reperting
developments) and accordingly the
Committee Chairs attend relevant
external serminars, The Board receiveas
on-going fraining on corporate
governance devalopmants, which in 2014
included fraining on the Market Abuse
Regulation in arnticipation of this caming
into effect during 2014,
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NOMINATION COMMITTEE REPORT

Phil White Chairman

Nomination Commiitee

Chair's overview

Eariier in the report, | explained the Board
changes during the yaar, with Richard
Smith appointed Chief Executive following
Mark Allart's resignation after 17 years
with Unite, including 100s Chief Executive.

With succession plonning and talent
development a key area of focus for the
Committee over the years, it has baen
especially pleasing that this culminated
in the srooth transition of the role of the
Chief Execuliva role with an internal hire.
This focus on succession planning and
tolent development has also enabled the
expansion of the roles of our Chief Financial
Officer, Joe Lister, and Managing Director
of Property, Richard Simpson. Joe Lister's
role exponded to include People and
Communications and Richard Simpson's
to include Health and Safety, Procurement
ond Asset Management. This has resulted
in the number of Executive Direciors on
the Board reducing from faur to three.

This focus on succession planning ond
talent development has enabled the
Executive Directors to step up, with a
comesponding stepping yp n the senior
leadership teom. On on ongoing basis,
the Committee reviews oyr talent pipeline
for future Board appointments as well as
reviewing the skills we nead in cur senior
leodership team. These reviews are
measured against cur three core strategic
objectives. The Committee's focus
extends to developing high performing
individuals below Board levet, ensuring
adeep talent pipeline to secure the
business's kong term sustainability.

Phit White
Chair - Nomination Commiitee
22 February 2007

| Commiitee overview
- Composition

The Committee consists entirely of
Non-Executive Directors. The rnembers of

. the Committee are set out on page 57 of
" the Corporate Govemance Statement,
. Al the invitation of the Committee,

ony other Diractor or other person may
be invited to atlend meetings of the
Commiltee if considered desimabie in
assisting the Committea in fulfilling its role.

Role
The role of the Committee is fo:

» Ensure that appropriote procedures
are adopted and followad in the
nomination, selection, training,
evaluation and re-election of Directors
and for succession pianning, with due
regard in all cases fo the benefits of
diversity on the Board, inciuding gender

> Regularly review the structure, size,
composition, skills and experience
of the Board and 1o moake
recommendations with regard to any
adjustments considered necessary

> when it is agreed that an appointment

fo the Board should be made. lead a

selection process that is formoi, rgorous

and transparent

Be responsible for igentitying, reviewing

and recommending candidates for

appeiniment to the Board,

Activities in 2014

Succession planning

Reviewing succession planning and
ensuring we have o clear falent pipefine
for future Board appointments — this
considers both Executive Directors as well
as the Non-Execufive Directors, Specifically
for 2016, this succession planning led fo
ihe oppointment of our former MD of
Operations, Richard Smith, as our new
CEO, following Mark Alkan's resignation.

v

As an integrol part of our executive
succession planning, the Committee
oversees the senior leadership
development programme (part of
broader skills development programme]
o ensure we are growing and nuyrturing
our talent and developing our high
patential, high performers.
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Review of Board compasition

A angoing review of the Board's
compaosition to ensure it has the comect
balkence of skills, experience, ndependence
and knowledge. The Commitltee believes
the Board has the comect balonce at

" the moment, but is conscious of the

developments in digital, technology and
customer experience and reviews this on
an ongoing basis.

Group Board Diversity Policy

We recognise that diversity and inclusivity
at Board level and throughout the Group
is critical component of our long-term
sustainability. We are proud of the diversity
of the Group as a whaole, an organisation
made up of employees, who like our
customers, are from many different
backgrounds and countrias and have
diverse experiences, perspectives

ond skills,

Beyond the Board room and within Unite
Students more generally, we have been
reviewing our approach to diversity and
inclusion during 2016. We recognise this
Qs a key building block of our pecpie
strategy and that the UK workforce and
our students are increasingly diverse. To
rernain competitive we need to develop
o diverse gnd inclusive workplace that
willin tum best represent and support our
custamers in creating o Home for Success.

During Q3 2016, we conducted an
anonymous survey of our employees,
which has led not only o a greater focus
on female representation at seniar levels
within the business but aiso broader
diversity ond inclusion inifiofives.
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This is transiating into the foliowing
actions and focus for 2017, being driven
by a senior leadership working group:

> We gre widening our recruitrnent
channels 1o bring in increased diversity

> We are training all recruiting managers
and the resaurcing team on
unconscious bias to ensure that we are
recruiting the best person for the job

> We ane ensuring thot all custormer
facing teoms ore diverse ond
approprictely representative of our
local community and our students

> We are actively supporting our high
patentict fernale empioyees

» Wae ore ensuring that all keadership

roles hove diverse candidates on the

short list

We are activety working with

organisation such as Stonewall and

Business Disability Forum to raqise

our gwareneass

We are reviewing ol HR policies and

procedures to be mare inclusive with

related line manager fraining

v

v

As regards the Board itself, the Nomination
Committee considered during 2016
whether it wonted to set specific targets
for fermale representation on the Boord.
The Committee believes the currant
focus of diversity and inclusivity should

be on the Group as a whole with the
development of a diverse and inclusive
falent pipeting incorporating the initiotives
outiined above. The Committee is not
curnentty considering setting diversity
targets for the Board itself believing this is
not necessarily in the best interests of the
Group and its stakeholders, but gender
diversity, along with all other aspects of
diversity and inclusivity, will be considered
along with its more general remit to
consider the balance of skils. experience,
independence and knowledge when
reviewing appointments to the 8oary.

55

ACCOUNTABILITY

intemal control

The Board has overall responsibility for

the Group's systern of intemat control.
However, such a systemis dlesigned 1o
achieve business objectives and can only
provide reasonable and not absalute
assurance against material misstaterment.

The provisions of the Code in respect of
internal controls require thqt Directors
review and monitor all controls including
operstional complionce and risk
management, as wall as finoncial
controks. Through reports from the Board's
Committees, the Group’s Risk Committee
and the Group's Business Units Boards
[Operctions Board and Property Board),
the Board has reviewed the effectiveness
of the Group's systermn of internal confrols
for the period coverad by the Annual
Report and Accounts and has concluded
that such controls were etfective
throughout such pariod.

Further information on the Company's
internal control framework is set outin
the Audit Committee Report on the
following pages. The Boord delegates
certain of its duties, responsibilities and
powers fo the Audit Commities, so that
these can receive suitably focused
attention, but in so doing the Audit
Committee acts on behalf of the fuil
Board, and the matfers reviewed and
managed by the audit Committee
remain the responsibility of the Directors
taken Os a whole,

Going concem
Alter making enquiries, the Directors
have a reasonabie expectation that the

Group and the Company have adequate
resources to continue in operational
existence for the foreseeable future,

For this reascn, they continue to adopt
the going concern basis in preparing

the accounts.

Risk management

The Board, when setting the strategy,

ako determines the nature and extent

of the principol risks and its fisk oppetite

in implementing this sirategy. Each year
the Board reviews the effectiveness of the
Group's risk management systems and
how the Board did this during 2014 is set
out on pages 22 to 25.

Business model
For a description of tha Group's business
model. see page 5 of the Strategic Report.
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AUDIT COMMITTEE REPORT

Manjit Wolstenhoime Chairmon

Audit Commiittee Chair's overview
During 2014, the Audit Committes
confinued its key oversight role for the
Boord with its specific duties as set out

in its terrms of reference o reassure
shareholders that thelr interests are
properly protected in respect of the
Group's finoncial monogement

and reporting.

The Audit Committee works to a structuned
programme of activities, with agenda
iterns focused to coincide with key events
in the annual fingncial reporting cycie.
The Commitiee reports reguiarty to the
Board on its work.

During thae year, the Committee has
confinuad o monitor the integrity of

the Group's flnoncial statements ang
supported the Board with its ongoing
menitoring of the Group's risk
management and infermal control
systerns in ling with the enhanced
requirements under the Corporate
Govemance Code. The Committee also
determined the focus of the Group's
internal audit activity and reviewed its
findings and verifed that recommendations
were being oppropriately implemented.
In addifion, recognising the value of an
effective whistteblowing channel, the
Committee again reviewed amangements
for the Group's employees to raise
concerns in confidence,

Further to the appeiniment of Deloitte

as the Group's audilors during 2015 and
subsequent to the completion of their first
cudit report in February 2016 the Audit
Committee undertook a full avaluation
of the audit approoch to ascerfain the
effectiveness of the external audit
function. Further to the completion of the
evaiuation of the external gudit process
we gre sotisfied with both the auditor's
independence ond cudit approach and
have recommended to the Board that
they be re-appointed in 2017,

As noled in this Corporate Govemnonce
Statement, the Board delegates certain
of its duties, responsibilities and powers
o the Audit Committee, so that these
can receive suitably focused attention.
However, the Audit Committee acts on
behalf of the full Board, and the matters
reviewed and monaged by the
Committee rarmain the responsibiltty

of the Directors as o whole.

Role of the Audit Commiitee

The Audit Committee has delegated
authority from the Board set out in its
written terms of reference, The terms of
reference for the Aud#t Committee take
into account the requirements of the
Code and ore available for inspection
at the registered office and at the
Annual General Meeling. and can

qiso be found on the Group website

at www,unite-group.co.uk/about-unite/
corporate-governance.

The key objectives of the Audit
Committee are:

» To provide effective governance and
control over the integrity of the Group’s
finoncial reporting and review sgnificant
financial reporting judgements

% To support the Board with its ongoing

moniforing of the effectiveness of the

Group’s systemn of internal controls and

risk management systems

To monitor the effectiveness of the

Group's internai audit function ond

review its material findings

> To oversee the relationship with the
axternal auditor, including making
recommendations fo the Board in
relation to the oppointment of the
external auditer and moniloring
the extarnal auditor's objectivity
and independence.

v
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Compaosition of the

Avdit Committee

The members of the Committee are

set out on page 57 of this Corporate
Governance Statement. The Committee
members are all independent Non-
Executives and have been selected with
the aim of providing the wide range ¢f
fingncial and commercial expertise
nacessary to fuffil the Committee's dufies.
The Board considers that as a chartered
accountant! have recent and relevant
fingncial experience. In addition, in
contempiation of @ change in the
Corporate Governance Code effective
for our next Annuat Report, the
Committea considered whether it as a
whole has competence in the student
occommaodation sector. Hoving regard
to the Audit Committee membaers’
experiences in both the Higher Education
sector and their experience with Unite,
the Committee believes it does have the
required competlence.

Meetings are attended, by invitation, by
the Chief Financial Officer, the Deputy
Chief Financiol Officer and the Group
Financial Confroller.

1 also invite our external auditor, Deloitte.
to each meeting. The Commitiee
regulary meets separtely with

Deloitte without othars being present.

As appropriate, } olso invite our internat
auditor, PricewaterhouseCoopers (PwC).
to attend the meetings. Deloitte and PwC
meet independently of monagement jo
ensure alignment, to updale on
respective findings and consider the
impact on the relative opproaches of
their work.

Committee meetings

The Committee meets four times during
the year and otlendance at those
meetings is shown on page 61 of this
Corporate Governonce Statement.

Main activities of the Committee
during the year

Meetings of the Committee generally
take place just prior to a Group Board
mesting and | reperi to the Boord as part
of a separate agendaiterm, on the
activity of the Committee and matters of
particular relevance to the Board in the
conduct of their work. At its four meetings
during the year, the Commities focused
on the activities dascribed below.
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The Committes reviewed the half year
and annual financial staternants and
the significant financial reporting
judgements. As part of this review, the
Committee supported the Boord by
reviewing the financial vigbility ond the
basis for preparing the accounts ona
going concem basis as Qutlined below.
The Committee ako reviewed ond
challenged the external guditor's
report on these financial statements.

As giscussed above, the effectivenass of
the external audit function was consicened
during 2016, subsaquent to the tender
and appointment process of Deloitte in
May 2015. During the evaluation process
the Committee considenact the
independence and objectivity of the
axternal ouditor; the make-up ond
quality of the audit team; the proposed
audit gpproach and the scope of the
audit: the execution of the audit and
the quality of the audit report 1o the
shareholders; as well as ullimataly the
fee structure.

The Commitiee discussed reports from
PwC as the Group's intarnat auditor an
their audit and assessment of the control
environment. The Committee reviewed
and proposed creas of focus for the
internal audit programme of review
including the approach to ensure that
the intermat audit activity is aligred to
the principol Group risks.

Financlal reporling

The primary focus of the Committeg, in
relation to financial reporting in respect of
the year ending 31 December 2016, was
ta rervierw with both management and
the external auditor the approprioteness
of the half year and annual financial
staternents concentrating on:

¥ The quality ond acceptability of
accounting policies and practices

» The clarity of the disclosures and
comphiance with financiot reporting
standards and relevant financial and
governance reporting requirements

3 Malericl areas in which significant
vdgemenis have been opplied
or where there has been discussion
with the extermal auditor

» Whether the Annual Report and
Accounts, taken as & whole, is fair.
balkanced and understandabie and
provides the information necessory for
shareholders fo assess the Group's
pasition and performance, business
model and stralegy.

The Cormmittee’s assessment of the
Annudi Report to ensure that it is fair,
balkanced and understandable took into
account the following considerations:

> A review of what foir, balonced and
undersiandable means for Unite

> The high level of input from the Chief
Executive Officer aond Chief Financial
Officer with early opportunities for the
Board fo review and comment on the
Annuol Report

» Ensuring consistency in the reporting
of the Group's performance and
monogement information {as
descriped on pages 20-21), risk (a3
described on pages 26-29), business
model and strategy [as described
on page 5)

> A cross-check between Board minytes
and the Annual Report is undertaken
o ensure that reporting is balanced

> Whather information is presented
n a cieorand congcise manner,
lustrated by appropriote KPIs
1o faciitate shareholders’ access
to relevont information.

To aid our review, the Commitiee considers
reports from the Group Financial Contoller
and also reports from the extarmal auditor
on the cutcomes of their half year review
and annual cudit. As a Committee,

we support Deloitle in displaying the
necessary professional scepticism their
role requires.

Significant issues considered

by the Commiittee

Aftar discussion with both management
and the external auditor, the Committee
determined that the key rsk of missictement
of the Group's 2014 financial statements
related to:

» Property valuations
> Joint venture accounting.

Property valuations

The Group's principal assets are
investment properties and investment
properties under development that

are either gwned on balance sheet orin
USAF or LSAV. The investment properties
are camed at fair value based on an
aporaisal by the Group's external valuers
who carry out the valuations in occordance
with the RICS Red 8ook valuation guide,
taking into account transactional
evidence during the yaar. The valuation
of property ossets involves significont
judgement and changes in the core
assumplions could have a significant
impact on the corrying value of these
ossets. Managemaent discusses the

&7

oot

underlying performance of each asset
with the external valuers and provides
detciled performance dato to them
including rents, University lease
qgreements, occupancy, property costs
and costs to complete [for development
properties|. Monagemen! receives
detaied reports from the valuers and
parforms q detailed review of the
valuations to ensure that they consider
the valuations o be approprate. The
valyation reporl is reviewed by the Chiaf
Financial Officer ard Managing Director
of Property prior to sign-off.

During the year, the Committee ond/for
the Board met with members of the
Group's veduers and cholenged therm on
the basis of their valuations and their core
assurmptions, including the yield for eoch
roperty, renial growth and forecast costs.

The Committee questioned the extemal
vaksers on market frends and iransactional
evigence that supports the valuations.
The Committee was satisfied that the
Group's valuers were appropriotety
qualified and provided an independent
assessment of the Group's assets.

The Committee was safisfied that on
approprate valuation process had taken
place, the core assumptions used warg -
reasonable and hence the camying
volue of investment and development
properties in the financial siagtements
WS QpRroprote.

Tha auditor explained their audit
procedures to test the valuation of
invesiment and develcpment properties
and the Group's disclosures on the
subject. On the basis of ther audit work,
the auditor reported no inconsistencies
or misstatemenis that were materialin
the context of the financial statements
as a whole,

34 Further analysis and detail
on asset valugtions
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AUDIT COMMITTEE REPGRT

CONTINUED

Joint venture accounting

Two of Unite's significant assets are its
invesiments in USAF and LSAV which the
Group has historically aceounted for as
joint venturas.

The Group odoptad IFRS 10-12 from the
2014 financiol year end which provides
guidance on how aninvestor shoukd
accouynt for its interests in other entities,
including a definttion of control and
guidance on how ta classify and account
for jointty controlled amangements.
Durirg the year, Management underiook
o detailed review of its classification

for both USAF and LSAV. and foliowing
thal analysis cancluded that there had
been no material change in its onginol
assessment in 2014 that both USAF and
LSAY should be freated as joint ventures.
The Committee considened this and
agreed there was no material change
ond accordingly it was appropncie o
continue to account for USAF and LSAYV
s a jaint venture under IFRS 11, with Unite
recording its 23% share of the results and
net assets of USAF s a joint vanture using
equity accounting, and lkewise 50%

for LSAV.

Risk management

The Growp's risk assassment process and
the way in which significant business risks
ane managed is a key area of focus for
the Committee.

Our work here was driven primarity

by performing an assessment of the
appioach taken by the Group's Risk
Committes. The Risk Committee is
rasponsitle for the delivery of the Group's
risk monagement framework, which

the Commitiee has cpproved, and the
Group's assassrment of its principal risks
and uncertainties, as set oul on pages
22t0 2.

The Board also formally reviewed the
Group's principal risks at two meetings
during the year. Through these reviews,
the Committee considered the risk
managemaeant proceduras within

the business and was satisfied thot

the key Group risks vwere being
appropfiately managed.

The risk gssessment fiogs the importance
of tha intarnal control fromework to
mangge risk and this forms a separale
area of review for the Committee.

intemal conirols

Led by the Group's rek assessment procass,
we reviewed the process by which the
Group evaluated its control anvirenment,
Management is responsible for establshing
and maintaining adequate intemal
controls. intemal controls ane designed fo
provide reasoncble assurance regarding
[ormong other things) the reliability of
finoncial reporting and the preparation
of the financial statemeants for external
reporting purposes. A camprehensive
strategic planning, budgeting and
forecasting process is in ploce. Monthly
financial information and perforronce
insight is reported to the Soard.

The Commitiee's work to review the
effectivaness of the internal controls was
driven by the Group Financiol Controller's
reports on the eifectiveness of internal
controls, supported by the work of the
internal guditor and their reports to the
Audit Commitiee. The feedback from the
Group's internat auditor on specific areas
of controlis tested on a periodic hasis
and ihey request our extarnal augitor {o
provide specific feedbock and assessment
of the Group's finoncial controls

and highlight oty areqs of weakness.

No significant weoknesses were
identified through the course of the
Commitice’s reviews.

Intemnal audit

The Group engages PwC o perform
internal audit cctivity, with this internal
audit function reporting directly io the
Audit Committee.

The Comrmittee considered and

the scope of the internal audit activity ta
e undertaken during 2014 and locking
forward on a twelve-menth basis to
ensure that the intemal audit approach is
more adaptable to the risk environment.
The Committee abko discuised and
challenged the output from the internal
audil reviews underiaken in the prior year
and concluded that the reviews provided
good support for statements made by
management and ihat the control
environmeni is solid in the areas tested
over the last three years.

During the year, PwC focused their infernal
audit work on corporate fax, fund
manggement and revenue managernent.
All areos of internal oudit were being
reviewed for the firs} time in 2016 ond
overall PwC concluded that conirols
were well designed and are operating
effectively. Since PwC first reported on
infernai controls in 2011, it was noted that
in each subsequent reporting pericd
there has been an wmprovement in the
overall control environrment.

External audit

The effectiveness of the external audit
process is faciiitated by appropriote audit
risk identification at the stari of the audit
cycie which we receive frorm Deloiffe

in o detailed oudit plan, identifying their
assessiment of these kay risks.

For the 2016 finoncial year the significont
risks idenfified were in relotion to

the valuation of properties and the
classification of joint venturas due 1o the
inherent monagement judgment required
in these areas. These focus areas were
discussed ot the Cormmmittee and it was
agreed that they should be the principal
aredas of focus os they represent the
areas with the greatest level of
judgement and materially impact the
overall performance of the Group.

Thase risks ore iracked through the yeor
and we chalienged the work done by the
auditor fo test management’s gssumptions
and estimates around these areqs.

We assess the effectiveness of the qudit
process in addressing thesa matters
through the reporting we receive from
Deloitte of both the half year ond year
end and albso reports from management
on how these risks are being addressed.
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For the 20146 financial year. the Committee
was satisfied that there hod been
appropriate focus and challenge on the
orimary arecs of qudit risk and assessed
the quality of the Qudif process to be
good. We hold private meetings with

the external auditor at each Commitiee
meeting to provide additional opportunity
fer open diclogue and feedback from
the Committee and the auditor without
managemeant being present. Matters
typically discussed include:

» The gudifor's assessment of business

ang financial statement risks and

managemaernt activity thereof

The transparency and openness

of interactions with management,

confirmation that there hos beenno

restriction in scope ploced on them by

management and the independence

of their audit

» How they have exercised professiona!
scepticism.

v

| also meet with the externallead oudit
partner outside the formal Commitiee
process throughout the year.

Independence and exdernal
audit tender

The Committee considers the re-
appointment of the external auditor,
including the rotafion of the audit partner
which is required every five years, each
year ond aso assessas theirindependence
onan ongoing bass. The Group tendened
the axternal oudit in May 2015 ond
appointed Deloitte a5 the externdal auditor
fallowing a robust review: the 2015 year
end was the first year with Deloiite as the
Group auditars.

The Committee reviewed Deloitte's audit
work and determined that appropriate
plons are in place to camry out an effective
and high Quolity oudil. Deloite confirmed
to the Committee that it maintained
oppropriote intemal safeguards to ensyure
its independance and obiactivity. As part
of the Committee's assessment of the
engoing indepaendence of the auditor,
the Commitiee receives detgils of any
relatficnships batween the Group and
Deloitte that may have a bearing on their
ndependence and raceives confemation
that they are independent of the Group.

As discussed above, an assessment of
Deloitte’s effectiveness, its processes,
audit quality and performonce was
undertaken in May 2014 following
complefion of the 2015 audit.

Guring the year, the Company has
complied with the provisions of the
Statutory Audit Services for Large
Companies Market Investigation
{Mandatory Use of Competitive Tender
Processes and Audit Commitiee
Reasponsibilities) Order 2014,

Non-audit services

Ta further safeguard the objectivity and
independence of the external auditor
from becoming compromised, the
Committee has a formal policy governing
the engagemen? of the externaj auditor
o provide non-audit services. No material
changes have been made 1o this policy
during the year. This precludes Deloite
from providing certain services such

as valvofion work or the provision of
accounting services.

For certain spacific permitted services
[such as reporting occountant activities
angd compliance work), the Committee
has pre-approved that Deloitte can be
engoged by management, subject o
the policies set out above, and subject
to specified fee limits for individual
engagements and fee fimits for each
typa of specific service. For all ather
services, or those permittad services
that exceed the specified fee limits,

las Chairman, or in my absence
another member, can pre-approve
permitted services.

Throughout 2016, no fees have been
paid to the Group's auditor {Deloitte)

for non-gudit services, During the year,
Deloitte charged the Group £0.3 milion for
audit services. The Committee approved
the fees for gudit services for 2016 ofter
areview of the level and nature of work
to be performed. including the impoct of
ocquisitions, and after being satisfied by
Deloitte that the fees were appropriate
for the scope of the work required.

These fees are olso benchmarked ogains!
other listed real estate companies of
comparoble size and complexity.

Commiittee evaluation

The Commitlee's activities formed part
of the evaluation of Board effectivaness
performead in the year. Details of this
process can be found under
‘Performance evaluation™,

Manjit Wolstenhoime
Chair - Audit Cammitiee
22 February 2017
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HEALTH & SAFETY COMMITTEE REPORT

Sir Tim Wilson Chairman

Health and Safety Commiiitee

Chalr's overview

The Health and Safety Committee
ensyres effective governance of the
health, safety and wellbeing of cur
employees, customers, contractors

and other visilors fo our properties. It is
paramouni the business recognises that
health and sofety doas not stand still,
there will alwaoys be lessons to learn and
scope for continuouws impraovernent, lam
committed to ensuring that heatth and
scfety s at the heart of everything that
the business does and have visited

a number of our properties this year,
acecompanying the city ond health and
safety feams, understanding and seeing
for myself how health and safety is being
implermentad within fhe business and

a positive culture is being established.

Unite Students is home to 49,000 students
and their safety, wellbeing ond securily
i imperative. Wa work Closely with
stakeholders including Universities and
emeangency services 1o ensure that health
and safety is at the heart of our rmost
trusted brand. It is recognised that fire

is the biggest hazord 1o the operoling
portiolic and the business is proactive

in its approoch 1o fire safely, setting up

a prirxary fire guthority agreement with
the Avon Fire Authority, which ensures
appropriate advice and guidance to
our strategic fire prevention decisions.

A successful fing sofety campaign has
been delivered to students focusing on
cocking safaly, Thi will directy influence

their behaviours and prevent fire related
ncidents. Security can be a chalienge
and an extemal review has bean
undertaken to ensure that sirengths and
weaknesses are dentified and oppropriate
measures designed and built in fo protect
both student and employee alike.

During the year, we appointed the British
Safety Council as our new sofety quditor.
They are conducting an external review
of our HAS Management Jystem fo ensure
\he appropriate systems and procedures
ore devetoped and being implemented.
This provides assurance that the
appropriate checks and measures are
being carmied out.

Slr Tim Wilson
Chalr - Heatth and Safety Commities
22 February 2017

Committee overview
Composition

» Sir Tim Wllson [Chair)

» Elizabeth McMeikan

» Richard Smith

Richard Simpson (Group Froperty
Director], Steve Battey [Estales Director),
Julie Jarvey {Head of Health ond Safety)
and Anthany Amold [Consfruction
Director} regularty attend meetings

of the Commities.

Role
The role of the Health and Safety
Committeeis to:

¥ Ensune that the Group's heaith and
safety policies and procedures are
reviawed annually and effectively
implemented o ensure legal
requirements are met as well as striving
for best practice

» Ensure that the business is awaore of

regquiatory chonges and understands

the impact upon the business

Remain updoted on performance

and any major heatth and safety

incidents so as o ensure management

identifies and implements appropriate

corrective actions.

v

Activitiesin 2016

There have been positive improvements
throughout the year to embed the Keep
u§ Sofe agenda fo develop sofe and
heatthy empioyees and customers.

The maost irusted brand is of the forafront
of our minds and our core values are at
the heart of health and sofety:

> We care about the heatth, safety and
wellbeing of our employees and
customersand it is o the heart of
averything we do

> We lead by daveloping robust systerns
and promoting good practice

?» We unite with stakeholders to develop
positive engogernent

¥ We deliver by always seeking confinuous
impravement and good practice.

The H&S Management Systemn (HSG 45)
has been developed and implemented
to incliude robust policies, procedures
and hazard controts. The scope of the
system is o implermnent effective policies,
hazand controts, health and safaty
fraining, equipment management,
effective communication, occupationat
heatth provision, auditing and review,
document control as well as identifying
where legal compliance is required.

The Group H&S Policy documents the
Group's commitment fo g safe working
envronment and ansure the safety of
our empioyees and anyone who may
be offected Dy our business as wel

as demonstrating compliance with
legiskative requirements. The policy isa
formal mechanism for the adherence
of the principles of the H&S Monagement
Systern {H3G 65] and sets out our aims,
details the structure of our organisation
ard how we wili manage and promote
our health and sofety objectives.
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Along with embedding our H3S
Managernent Systern through HSG &5,
the key improvements this year have
included:

> The implementation of regional health
and safety committaes to ensure
effective consultation with employees

> A fullreview and update of the
operations risk assessments 1o ensure
cadequate hazard controd

? Revised contractor management and
permit ko work system to manoge
hazardous work activities

¥ Improved induction training pratform
which encompasses host videts and
augmented reality iearning and an
assockited handbook. The videos
focus on driving for work, lone working,
sofety sighoge, housekeeping/
maintenance harards such as
chemicals, machinery, asbestas and
parsanal protective equipment,
There is an interactive game for
accident, incident and near misses.
The augrented reality technology
is based on hazard spotting and picks
up key areas of risk that empioyeas are
kely fo come across

> Updated property mspections with
monthiy city and quarterly feom checks
as well as additional developrnent
site inspections

> Guarterly heatth and safety reviews
with all three kamgwork development
contractors which include directors
and health ond safety representatives

3 Anextemal audit has also been
undertaken of property development
sites and encompassed the principal
contracior and principal designer

> Unite branding has been intfroduced
an the developmaent sites to drive the
messoge from @ client perspective

» External benchmarking of site
inspection scores via Considerate
Constructor Scheme (CCS). and UKCG

> Elevated Unite health and safety profile
by becoming a client pariner
of the CCS$

> implemented a Yellow Cord system
at the daeveloprment sites 1o halt works
immediately if there is significant
congcern over heatth and safety.

Extemnal avdit

The British Safety Council was appointed
to undertoke a best practice audit of the
H&S Management System [HSG 65} and
its effectiveness. The audit focused on key
areqs including: policy and organisational
responsibilities, stralegy and planning,
implementation and operation,
performance measurement, evoluation
and review, leadership and commitment,
It oo benchmarked performonce
indicators, which formed part of the
evaluation and inciuded: continual
improvement. ieadership, stokeholder
engagement, risk management and
health gnd wellbeing. The H&S
Manoagement System was awarded a
three-star rating. with a number of areas
of good practice identified as well as
oreas for continuous improvernent to
attain best practice and strive fora
four-star rating next year,

The lead auditor was impressed with

the properties. commenting: “If my child
needed shudent accommodation l would
definitely ensure they stayed with Unite."

The British Safety Council has also
underiaken an qudit for the property
development operations of their principal
contractors and principai designer. visiting
three developmeant sites and reviewing
oppropriate documentation, As aresult
of these audits appropriata stakehalders
ore nOw baing consulted and regular
meetings set up to work together on
toking recommendations forward.

Security

WSP Parson Brinckerhoff undertook

an external security review providing
comprehensive recommendations for
continuous improvement. A senior ievel
steering group s establishing the sirategy
with a clear roadmap for security fo be
built into our projects’ design. layout and
customer iIMpac!, A business security
consuitant is being oppointed to take
the leod ond provide the necessary
advice and guikiance to ensure the
recommendations are taken forward.

1

THE ORGANISATIONAL
CULTURE WITHIN UNITE
STUDENTS AS A
BUSINESS WAS FOUND
TO BE QUTSTANDING, IT
WAS 0BVIOUS TO THE
SURVEY TEAM THAT ALL
STAFF THAT REPRESENT
UNITE STUDENTS ARE
COMPLETELY COMMITTED
TO THE ORGANISATION’S
FOUR CORE VALUES, IN
THAT THEY CARE, LEAD,
UNITE AND DELIVER

Security risk review report
WSP Parson Brinckerhoff

Crisis management also forms part of
this wark and it is imperative to test our
emergency preparedness and response
plans and procedunes. Hence, on
amergency test took ploce atan
operating property in London. A review
of the exarcise has enabled the sharing
of good practice and lessons learnt. to
drive further improvements and build
on the positive engagement with the
emergency services.
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HEALTH & SAFETY COMMITTEE REPORT

CONTINUED

FIRE SAFETY

Richarg Bobruk joined us in August as
our Primary Fire Authority Lead Fire
Officer [photo above with Alastair
Waston, Health and Safety Manager
on the lett and Richard Bobruk, Avon
Fire tind Rescire on the right).

This will drive focus on fre security through:

> integrating fire strategy decisions into
the development joumey

> Fire Safety Maonagement — policies and

procedures, tisk assessments, training.

fire records

Maintenance Regimes — testing ond

planned preventative maintenance

» $pecification for new builds and
deaevelopments,

»

We have completed a benchmarking
enercise and produced a fire risk review
which provides clear direction for
designing out risk and suggestions for
fire sofety strategies.

The extemnal fire risk assessment
programme is being implemented with
a three-year rofing cycle and internal
onnual reviews. Clearer risk ratings

have been established with prioritisation
ond accountability,

Mental health and welibeing
Mental heqlth issues are of grave concem
to the Higher Educaotion sector and also
to us ot Unite, especially since we are
their home while at University, Employees
receive mental health first gid training

fo look for signs and signpost help. The
student support services team pravides
support to employees ond studants

alike and works closely with the University
support teams.

Incidents

COperations

incidents involving our employees,
customers or visitors:

» Five reportable injuries {under RIDDOR)
to employees relating to injuring
themsetves following a fall or knock

> 314 miner {non-reportabler) incidents
{employees 166, custorner 125,
confroctor 23).

Development

During 2014, thera have been four
RIDDOR reportoble incidents and 20
minor incidents in our development
activity. This performance is within our
Unile Students internal benchmarks —
beafing the industry standord — as follows:

Incicents Kpr* Barchrmark
4 RIDDOR 0.23 0.30
20 minor 1.13 5.00

* KPIcalculated as: No, of incidents x 100.000

hours/hours worked
Development incidents tor 2016
Non-
RIDDOR reportabls
Projes] Hours incdents nadents
Stapleton House ) 317,024 0 0
Qlympic Way 365810 1 1
Greetham St 281.443 [ 2
Couseway End 23%.0%0 1 4
Far Gasford 150,849 o] 1
Tara House 238,857 2 2
St Leonards 96,544 0 10
Millennium View 79.515 0 0
BRI Bristo] 5780 o} 0
TOTALY B 1,766,912 4 0
Priorities for 2017 The focus for continuous improvement by initigting a contracior forum to share

Our vision for the next three yeorsis
tha journey o interdependence with
empowerment in day to day health
and safety management at the core
of everything we do.

Our aim is to ensure the health, safety
and wellbeing of empioyees, and have
apositive influence on customers

and contractors.

includes: prioritising and progressing

the fire risk review, crisis management,
sacurity review and exiernal audit
recommendations ond actions.

specific topical projects include
bespoke monual handling training and
assessmenl, integrating welibeing into the
rmanagement systemn, naar miss reporting
caompaign and engaging with our
stakehokders on health and sofaty

good practice, kessons leamt and ensure
the very best contractors work on
our properties,
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ANNUAL STATEMENT OF THE CHAIR OF
THE REMUNERATION REPORT COMMITTEE

Ellxabeth McMelkan Chair

Dear Shareholder,

On behalf of the Board. it is my pleasure
tc present the Directors’ Remuneratiort
Report for 2016.

As in prewvious yaars, thisreport is splitinto
three sections: this Annugl Statement, the
Paolicy Report ond the Annual Report on
Remuneration. Ow Remuneratian Policy,
detailed on pages 77 to 83, remains
consistent with that approved by
sharehoiders at the 2016 AGM, and

s reprociyced in fuli far both ease of
reference and in order o provide context
to the decisions taken by the Committee
during the yeor.

As evidenced earker in this Annual Report,
2014 has been another strong year for
Unite. Financial highlights have Included
a 20% increose in adjusted EPRA EPS, @
fotal retum of 15%, further reductions in
sea-through LTV, a three pencea increase
in our annual dividend, and our 3-year
TSR continuing fo out perform the FISE 350
Real Estate Index. Operationally, we have
continued 1o increase our number of beds,
while aiso maintaining high occupancy
rates, customer satisfaction levels and
University trust scores. More broadly Unite
has continued fa delver against its siratagy.,
with progress ogainst the three piliars of
delivering great service o students and
University pariners, operating briliant
buildings and maintaining high-quality
earnings and a skrang capital structure,
aiding our fransition 16 REIT status effective
1 January 2017,

The year also saw a change in the
executive tearn, with Richard Smith,
formerly Managing Director of
Operations, 1aking on the Chief Executive
role further to the departureg of Mark
Allan. There were changes 100 for our
other Executiva Directors, as both Joe
Lister and Richara Simpson took ona
number of key additional responsibiiities
as part of an overoll streamlining of the
exgcutive leam.

inlight cf the above, the Committee’s kay
gdacisions during the yeor related to the
following areqs:

Solaries for Execufive Directors
During the shareholder consultation

that preceded the 2016 AGM, the
Committee set out its intention of increasing
the salaries of Exacutive Directors by
between 6% anc 9% for 2016, with a further
increase for the Managing Directors of

up to 9% in early 2017. The first of these
planned increcses was mode with effect
from | March 2016 for each of Richard
Smith, Joe Lister and Richard Sirmpson.
Mark Allkan received a 2% increase.,
consislent with genertl incraqses for
employees across the Company.

Following Mark’s resignotion, additional
salary ncreoses were made to fhe
remaining Executive Direciors with effect
from 1 June 2016, details of which are set
out beilow.

Changes in leadership

In light of his promotion to CEQ, the
Commities reviewed Richard Smith's
salory against @ range of factors and
glacted to sel it af a level of £430,000 per
annum, representing o ¢.3% reduction to
his predecessor, effective | June 2016,

Refiecting the key additional responsibilities
taken on by the other remaining Execufive
Directors, Joe Lister and Richard Simpson,
the Committes reviewed a number

of oilernative approaches for their
remuneration with the ultimaie aim

of ensuring that they remain focussed

on delivering Unite's strategy curing a
period of potential instabllity. Following
careful consideration of the alternatives
permitted within our remuneration golicy,
ond discussions with some of our major
sharenaklers, the Committee determined
to increase each of their base salaries

by ¢.20% to £350,000 and £325.000 per
annum respectivety with effect from

1 June 2014,

The rernander of each Executive Drector's
remuneration package has stayed
consistent with that outiined in lost year's
report. namely elgibility for an annual
bonus of up to 144% of sakary {with persona!
objectives updated for new roles and/or
responsibifities). LTIP awards of 200% of

. salkary {made in Juna 2018} vesting on

'

Unite's performance over three years
and subject 1o g two-year holding
period, pension contributions of 20% of
salary and other opplicable benefits,

Further details of our considerations in
making these changes are setout in the
ralevant section on pages 85 and 36,

Annual bonus ovtcomes

for the financial year

Executive Direciors will each receive
bonuseas of 62.5% of sakary {cf. @ moximum
of 144% of sakary) in respect of 2016
performance. Overgl bonus culcomes
reflect solid financict performance by the
Group and the individual contributions
made by ecch of the Executive Directors
ovef the last year, including significont
progress in their new and expanded roles.

Despite strong performance against
profit targets. the overall bonus outcome
is just balow target and is some way
below that received in previous years,
which the Committee considers
appropriate in the context of @ more
challenging year in terms of broader
business circumstances. Financial
performance was above target under
both the adjusted EPS and net debt to
EBITDA rafio elements but this was offset
by totat return performance being below
target and a set of strefching customer
satisfaction targets set by the Committee
at the siart of the year being missed.
Reflecting a fransitionary period,

and despite a number of notable
achieverments, the Committee assessed
each of the Executive Directors’ indivicual
performance as “on target’, meriting

a 1.0x personal performance muttiplier
fcf. the maximoum 1.2x mullipfier).

Further details, including annuai bonus
targets, outcomes and detqils of personal
achieverments are included on page 87.
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ANNUAL STATEMENT OF THE CHAIR OF
THE REMUNERATION REPORT COMMITTEE

CONTINUED

Long-term Incentives

Executive Directors were gach granted
on gward under the LTIP in June 2016
based on performance over the three
financial yeors to 31 December 2018.
These awards wli vest to the extent that
challenging EPS, total return and relative

TSR targets are achieved over the period.,

with any award vesling required to be
held for an additional two-year period.

Performance share awards made

in Aprii 2014 vested on performance to
31 December 2014, These owards were
similarty based on EPS, Total Retum

ond TSR cutperformance of the FTSE3S0
Reol Estate Super Sectorindex. The
Company exceeded maximum fargets
for each etement, resulting in 100% of the
original award vesting. The Commitice
is satisfied that the implied vesting level
reflects the undertying performance of
the Company and the progress made
over the last thrae years, Consistent with
the rules of the pian at the time of grant.
these awards shares will vest in tronches
with two-thrds released on the thid
anniversary of grant in A pril 2017, ond
the remaining one-third refeased after
a further year-long holding period.

COverall pay for 2016

The Committee is satisfied that overall
pay outcomeas are oppropriate and
reflect Unite's performance across the
vewious time horizons covered. Fixed pay
levels are competitive but not excessive
when taking into account similarroles at
comparable companies, individual
contributions. experience and overall
levels of responsibiltty. Annual bonus
outcomes reflect a more challenging
financial year, with outcomes below
those achieved in each of the last three
cycles, whilst the LTIP —which makes up
the majority of each Executive Director's
singte ligure for the year - reflects strong
financial and operational perforrmonce,
and significant value creation over the
three-year measurement period.

Implementation of policy for 2017
The Committee has reviewed the current
Rarnuneration Policy and is confident
that it continues to effectively support
Unite's short- and long-termn strategic
objectives and promote management
and shareholder alignment. We are
satisfied also that the proposed
implementation is appropriate given the
Company's conversion to a REI, which
becarme effective 1 January 2017

For 2017, the annual benus will cperate on
the same basis as in previous years, save
for two minor changes. The non-fingncial
elemeant of the 'corporate’ scorecard,
cumently based entirely on customer
satisfaction, will be supplemented with
University Reputation, with each measure
weighied 12.5% in order to satisfy the
75/25 financial/non-financial split
permitted under our Remuneration Policy.
The inclusion of University Repuiation
recognises the equal importance of
Unite's refationships with Higher Education
partners together with the opinions of our
student customers dreclly. and has been
used as one of our operational KPIs for

a number of years. The other change
relatas fo the individual performance
mudtiplier where it 's proposed that the
maijority of objectives will be sharad
across each of the Executive Directors in
order to reflect the colloborative ethos

of the exacutive team. As diways, the
Cormmittee will provide retrospeciive
disclosure on the key achievements

next year in order to allow shareholders
to moke an informed voting decision.

Save for these minor changes, the
imptementation of policy for 2017 will

be consistent wilh that opplied in recent
years. Further details, including proposed
salary and fea increases, are inciuded
on page 0.

Leaver arrangemenis for

Mark Allan

Mark Allan stepped down as Chief
Executive effective 31 May 2016 and
ceased being a director of the Company
from the same date, remaining employed
inan advisory capacity with the Company
untit 31 Qclober 2014, For the period

1 June 2014 10 31 October 2014, Mark
continued to receive base pay. pension
and other contractuct benefits. He wos
not eligible to participate in the 2016
annugl bonus and there was no paymeant
in liau of nofice.

Full details of how the Commitiee treated
Mark Allan's outstanding long-ferm
incentives are set out in the relevant
section on page 0.

Areas for future consideration
The Commitiee will continue to monitor
market frends throughout 2017 in order
lo assess ongoing requirements far the
Company’s remuneration practices,
and will consult with sharehotders about
making changes should any significant
departuras from best practice arise, We
ore mindfut of the contiruing debate
around Executive Director remuneration
and of the various updatas to shareholder
thinking in this areq, and while we are
proposing no material chonges for 2017,
this is something that we will continue

to take into account as we review the
effectiveness of our arrangemaents

eqach year.

Efizabeth McMeikan
Chair of Remuneration Commiltea
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Overview of Unife remuneration policy and implementation

QOvarnew of palicy

Redmuneration in respect of 2016

Implerneniation of pokcy In 2017

AIDJDS 9504

> Reviewed from time to fime,
with reference 1o salary levels
for simitar roles ot comparable
companies. to individual
cantribution to parformance;
and 1o the experience of
each Executive

» Salaries increcsed by between 2%
and 9% effective 1 March 2016
Following role changes, salary of new
CEO, Richard Smith, set at £430,000
effective | June 2016, Sakaries of Joe
Lister and Richard Simpson increased
by €.20% to £350,000 ond £325,000
respectively from the same date,
reflecting significant increase in
responsibifities

v

» Sakaries increased by 2% effective

| March 2017, as follows:

> CEQ, Richard Smith = £438,600

¥ CFQ. Joe Lister = £357.000

» MD Property, Richard Simpson
= £331,500

77 Reod more

85 Read more

(29 Read more

SHAUD ‘LUOISLDY

> Pension contributions of up to
20% of sakory or an equivalent
cash aliowance

> Benefits typically consist the
provision of o company car
or @ car affiowance, and
private health care insurance

> In fing with policy

» No change o pansion contribulion

rates or benefits for 2017

77 Recd more

8s Read more

91 Recad more

SNUOG (DNUUY

¥ Moximum annual bonus
opportunity for all Executive
Directors of 144% of salary

> Performonce megsuras

typicolly include both

finoncial and non-financial

metrics, as well as the

achievermant of individual

objectives

Paymenis delivered in cash,

except whera an individual

has not met their

sharehoiding guideiines,

in which case up

fo 50% is deferred in shares

for three years

Malus and clawback

provisions oppily

v

v

» Annual bonuses of §2.5% of salory for
sach Executive Drector (43.4% of
maximum opportunity} based on:
¥ a corporate scorecard autcome

of 42.5% of salory {out of 120%)
» Individual performance multipliers
of 1.0x {cf. 1.2x maximum)

¥ Bonuses to be paid in cash in early 2017

» Maximum annual bonuys opportunitias

toremain at '44% of salary

?» Payments to be delermined taking into

consideration a corporate scorecard
bosed on 75/25 on tinanclol/non-
financial performaonce, and ofter
appiying an individual performance
multiplier of up to 1.2x

> For 2017, the non-financial element will

be supplemented with a rmeasure of
University Reputation; individual
objectives fo be more leam focussed

78 Reod more

86 Read more

9 Read more

dill

> Maimum award size for all
Executive Directors of 200% of
saiary in normal ciccumstances

» Awards vest subject to
performance over a
three-yeor pariod. Vested
shares cre typically subject
to an odditional two-year
holding period

?» Malus and clawback
provisions apply

» 2014 LTIP vested al 100% based on:
> 2016 adjusted EPS of 27.7p vs.
asfrefch target of 23.5p
¥ TotalReturn over the period 2014-16
of 21.3% p.o. vs. G siretch target of
14.5% p.o.; ond
» Relative TSR outperformance of the

FTSE350 Real Estate index of 10% p.a.

vs. a stretch target of 9% p.a.

v

Awards of 200% of salary to be made
to each Executive Dwectar in April 2017

¥ Performance 1o be measured over the

pericd | January 2017 to 31 December
2019 against EPS, totalreturn and
relative TSR

» Two-year hoiding period will opply

o vestad shames

7% Read more

a8 Read more

92 Read more
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ANNUAL STATEMENT OF THE CHAIR OF

THE REMUNERATION REPORT COMMITTEE
CONTINUED

2016 Remuneration at a glance
2014 Single total figure of remuneration for current Executive Directors

Richard ~OB Richord
Smth Lster Speon
Satary 359617 322702 298,367
Taxoble benefits 15,256 15,854 15,234
Pension benefit 80,863 55,979 55,604
Annual Bonus 227.083 203,385 188.802
LTIP 528,559 584,742 528,559
Other 0 0 0
Totol 1,191,378 1,182,662 1,085,558
2014 Annual Bonus outcomes
Corporate fargets
‘Threshoid’ ‘Target’ “Strtch’
50% TO% 100% 120% vest Corpomte
Meosure Waight of salary of solary of salory of sokery Actual % sary) vestng
Adjusted EPS 25% 247p 25.7p 27.2p 28.2p 27.7p 27 5%
Total Raeturn per share 25% 790 B7p 100p 108p 83p 150% 52.5%
Net debt to EBMTDA ratic 25% 4.5% 6.3 4.0x 5.8x 6.2x 200% )
Customer satisfaction 25% 83 84 85 87 80 0%
Overall Overall bonus outcome
Corpomate Penonal ol %ol
?ncuﬁve wveshing mutipher salory maximum £
Richard Smith 1.0x 62.5% 434% 227,083
Joa Lister 62.5% 1.0% 62.5% 434% 203,385
Richard Simpson 1.0x 62.5% 43.4% 188,802
2014-2016 LTIP oulcomes
Targets
Thresholkd Stretch Overall
Measurs Wengnit 25% vesl 100% vest Actual vt % vast
2016 Adjusted EPS 143 18.lp 23.5p 27.7p 100%
Totol Return p.a. [2014-2016) /3 8.5% 14.5% 21.3% 100% 00T,
Inclenx Index
Relative TSR outperformonce 1/3 Index +%%p.a. +10%p.0. 100%
Cvercll vesting
'Enscuime Ovarall % vest Inleress vesing Date vasting Eshmatad volue
Richard Smith 84,566 o 2017 (213} £528.559
. 10 Apil
Joe Lister 100% 95,753 10 Apil 2018 {13} £584.742

Richard Simpson 86,566 £528,559
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DIRECTORS’ REMUNERATION POLICY

This report has been prepored in
accordance with the provisions of the
Companies Act 2006 and Schedule 8 of
the Large and Medium-sized Companies
and Groups [Accounts and Reports)
Regulations 2008 (as amended]. If also
meets the requirements of the UK Listing
Authority's Listing Rules and the Disclosure
and Transparency Rules.

In accordance with the regulations, the
following sections of the Remuneration
Report are subject ta audit: the single
total figure of remuneration for Directors
and accompanying notes (pages 85

to 88}, scheme interests awarded during
the financial year (page 90), payments
1o past ditectors [page 91), paymenits for
loss of office (page 82) and the statement
of Directors' sharehokdings and share
interasts {poge 80). The remaining sections
of the report are not subject to aqudit.

Unile's Remuneration Policy was approved

References to financial years have
been updoted where appropriate
> Pay for performance scenoric
charts have been updated to reflect
2017 salaries
> Cument Non-Execulive DirecCior
appoiniment expiry doles have
been updoted
» Section on consideration of shareholder
views updated 1o reference consultation
on pay ncreases made during the year
10 reflecting changes inresponsibifities

v

Directors' Remuneration Policy
The Group gims to balance the need '
o attract, retain and motivate Executive |
Directors and other sanior executives of
an appropriate calibre with the need to
be cost effective, while at the same time
rewarding exceptional performance. The
Committee has designed @ remuneration
policy that bakances those factors, taking
oocount of prevalling best practice, invesior
expectations and the level of remuneration

" In gdddition 1o the above, the remuneration

policy for the Executive Direciors and
other senior executives is bosed on the
following key principles:

» A significant proportion of
remuneration should be tied to the
achievement of specific and stretching
performance conditions that align
remuneration with the creation of
shareholder value and the delivery
of the Group's strategic plon.

» There should be a focus on susiained
long-term perforrnance, with
performaoance measured over clearly
spacified fimescales, encouraging
executives to take action in line with
the Group's strategic plan, using good
business management principles and
taking well considered risks.

» Individuals should be rewarded for
success, but steps should be taken,
within contractual obligations,

1o prevent rewards for failure,

by sharehoiders at the 2016 Annual

and pay awards made generally to

General Meeting. The report below employees of the Group. This section of the report sets out the Policy
is as disciosed in the 2015 Directors’ for Executive Directars, which sharcholders
Remuneaation Report save for a number approved at the 2016 Annual Generai
of minor changes as follows: Meeting and which came ino effect
from that date.
Policy Table
Fynciion Operatian Opportunity Parformonca metncs
Baze salary Baose salaries are reviewed from time to Any base salary increases are applied in None
To recognise the  time, with reference o saiary leveis for fine with the outcome of the review as part
individual's skills  similar roles ot comparable companles. of which the Committee olso considears
and experience  to individual conkribution to performance;  average increases across the Group.
gn'ncc;‘i:> :?1 ;?%vld;e and to the experience of each execufive. !n_res pec? of existing Execu hve Direciors
base reward it is anficipated thaf salary increcses will
) generally be in line with those of sakaried
employesas as a whoie. In exceptional
circumstances (including, but not limited
to, a materialincrease in job size or
complexity) the Commitiee has discretion
o moke appropriate adjustments to sakary
levels to ensure that they remoin market
competitive. This was the cose for salary
increases awarded during the course
of 2016.
Pensicn All executives are either members of The Executive Directors receive a pension None
To provide an Unite Group Personal Pension scheme contribution of 20% of satary or an
opportunity for or receive a cash pension allowance. equivalent cosh allowance.

executives to
build up income
wpon retirement.

Salary is the only element of remuneration
that is pensionabie.
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e )

DIRECTORS’ REMUNERATION POLICY
CONTINUED

funchion Qpemahon QOppartunity Performance metncs
Benefils Executives receive benefits that consist Benefits vory by role and individual None
o provice primarily of the provision of o company circumstances; eligibility and cost is
non-cash car or a car aliowance, and private reviewed periodically.
benefits which health care insurance, although con " . . .
are competitive  inciude any such benefits that the :’he Commlo hi r:?ec:lns T;‘i;r:i':‘m
in the market in Committee deems appropriate, © app igner costin
which the circumstances (e.g. reiocotion)
o orin circumstances where factors
executive is : '
emplayed. outside the company's control have
changed malerially {e.g. increqses
in insurance premiums).
SAYE An HMRC-approved scheme whereby Savings ore capped ol the prevaiing None

To encourage employees Jincluding Executive Directors)  HMRC (imit ot the time employees are

the ownership may save up to the maximum monthiy invited to participate.
of sharesin Unite.  savings timit {as determined by prevailing

HMRC guidelines} over a period of three.

Options gronted at a 20% discount.
Funchon Qperdtion Opooct unty Parformance metrics
Performance Performaonce measures, targets ond For Executive Performance is assessed on an onnual
related weightings are set at the start of the yeor, Directors, the basis, as measured against specific
annual bonus s ., maximurn annual cbijectives sel ol the start of each year. The
To incentivise The scheme hos MO ¢ idi ; I'fs. e ﬂi: CI. POFTE” 1 snus opporfunity s measures ypically include beth financial
and reward strong elemen: °"cr’h°" "‘:"'H:c’ mu 1;’ er 144% of bose salary,  and non-financial metrics as wett as the
performance element. At' eCen OH < ;:?r e th comprising: achievement of personai objectives.
against financial Remunera ion Comm \GE] ermines the ) ) ]
and son-financial extent to which targets have beenachieved. » A maximum Corponc.re measures will be wacg'hfed
annual targets, Bonus payrments are delivered in cash bonus under cpp_:ropnof.eh{'eoch year cccordlpg to
thus defivering o5 individual's shareholdin the corporate business priorities. Measures moy include,
value fa o nesve it bOO e etement of but are not limited fo, adjusted EPS, tolal
shareholders which case up to 50% of the ur\nt:lal bonus ; chie?vifnmbm :?;;}gf::g ::Li;:;%ro: ;ﬁf;;g n
and being payable to the relevant Director s satisfied 9 Do/ and cus e :
consktent with by an aliocation of shares in the Company. on-target weightings of individual mecst.!res may
the deli of hich are heid in its Empio Share ' performance vary batween 10% and 50%, with the range
he strofegics plan w e Tt ree wanantsa of performance required under each

- Ownership Trust. bonus equivalent  measure callbrated with reference

Awards under the performance related fo 70% of salary to Unite's intfemal budgets., Financial

annual bonus are subject to malus and » A maximum measures willmake up at least 75%

clowback provisions, further details of multiplier under  of the total opportunity under the

which are included as a note fo the the individual corporate element.

i | tof 1.2, g R
policy table. :::\:nm:gez The individual element is based on the
ol zero 10 1.2 Commitlee’s assassment of an executive's

persanal performance over the course of
the year, as measurad by the Performance
Development Programme raview.,

The Committee has discretion to adijust the
forrmuloic bonus outcarmes both upwards
{within the plan imits) and downwards
{including down to zemo) to ensure alignment
of pay with performance, e.g.. in the evant
of one of the tagets ynder the bonus
being significantly miksed or unforeseen
circumstances outside of management
control, The Committee also considers
meqsures oulside of the bonus framework
(e.g. H&S) to ensure thene s no reward

for failure.

For threshold level
performance, the
bonus will be 50%
of base salary.

Further details of the measuras, weightings
and targets applicable are provided on
page 79, 86 and 1.
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Functan Operator Cppantunity Peffarmance metics
ine The LTIP comprises a Performance Share The LTIP provides for  Vesting of LTIP awards is subject to
To driva susiained Plan (PSP) and an Approved Employes anawardup ioa caontinvad empicymant and performance
long-term Share Option Scheme [ES0S). normal aggregate  against three equally-weighted measures,
ﬁlecr:c;‘rjmcnce The ESOS s used fo delivera fion limit of 200% of ) which are currentty as follows:
pports d X propor salkary for Executive " \
the creation of thg LTIP in 0 tax-efficient manner, Directors, with an > Adjusted eamings per share (EPS);
of shareholder and is subject o the same performance overcl limit of > Total fefum {TRE and
valve. ceonditions os awards made under the PSP 300% of salory » Relotive total shareholder return (TSR)
Award levels and performance condifions  in exceptional The Committee has the discrefion fo adjust
are reviewed before each aword cycle circumstances. . the perforrmance measures 10 ensure that
fo ensure they rermain appropriate and The cument infention  they conlinue to be linked to he delivery
no less stretching than the first cycle. is to award each of Company strategy.
Executive Director
Awards under the LTIP are subject tomais  gwaras equivalent  Under sach measure, thrashoid
and clewback provisions, further details to 200% of siory. performance will result in 25% of
of which are included as o note to the maximum vesting for that slement,
policy fable. Awards may include  rising on a straight-iine to full vesting.
a grant of HMRC .
opproved options Awards made unger the LTiP wilt have a
not exceeding performance period of of least thrae years
£10,000 parannum,  ONd & Minimum vesting period of three
valued on a fair years. If no enfitierment has been earned at
value exchange the end of tha relevant parformonce
{cumentty 50-60% period, awards will lopse. A proportion of
of & PSP award). vested awards may. at the discretion of the
Commitiee. be subject to a mandatory
A payment equat holding period following the end of @
fo the valus of three-year vesting period. The Commities’s
dividends which intention is that under future LTIP cycles, ali
woukd have awards will be required 1o be held foron
accruedonvested  additional two-year periad post-vesting.
shares will be maode
following the As under the Paerformance Related Annual
release of awards Bonus. the Committee has discretion to
1o participants; adjust the formulaic LTIP ouicomes to
either in the form ensure afignment of pay with performance.
of cash of a5 i.e. fo ensure the cuicome is a true
additional shores, reflection of the performance of
the company.
Details of the targets to be used in future
LFIP grants are included in the Annual
Repart on Remuneration.
Notes io the policy lable a focus on totai returm (also used in financiot measures, targets ara

The Cormmittee is satistied that the above
Remunerction Policy is in the best interests
of shareholders and does not promote
excessive risk-taking.

Performance measure selection
and approach to target selting
Measures used under the performance:
retoted onnual bonus and LTIP are
selected annuaily to reflect the Group's
main short- and long-term objectives and
raflect both financial and non-financial
priorities, as aporopriate,

The Committee considers that EPS {used
in both the short- and long-term incentive)
is on objective and well-accepted
measure of the Company's performance
which reinforces the strategic objective
of achieving profitoble growth, while

both the short- and long-term incentivel
is Consistent with one of owr stated
objectives and a key indicater of compony
performance in the real estate sector, The
use of eiative TSR is strongly aligned with
sharehalders and ensures that executives
are rewarded only if they exceead the
returns that an investor could achieve
eisewhere in our seclor.

Targets applying to the performance
related annual bonus and LTIF are
reviewed annuglly, based on o number
of internal and external reference poinis.
Performance targets are set to be
stretching but achievoble, with regard
to the particulor strategic priorities and
economic environment in 0 given year.
Undier the bonus, target performonce
typically requires meaningful improverent
on fhe previous year's outtum, and for

typically in ine with the upperend
of market consensus.

Remuneration Policy

for other employees

Unite"s approach to annyal saiary
reviews s consistent across the Group,
with cansideration given 10 the level

of experiance, responsibility, individual
performance and salary ievels in
compeorable companies. The Company
is glso now g fully accredited Living
wage employer.

In terms of variabile incentives, all
employees are efigible fo parficipate in
an annual bonus scheme with business
area-spacitic meatrics incorporated
where appropriate. Senior managers
{c.18individuats) cre eligible to

wodss aiBacus
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DIRECTORS” REMUNERATION POLICY

CONTINUED

parficipate in the LTIP with annual awards
cumrenity up to 75% of salgry, Performonce
conditions are consistent for all participants,
while award sizes vary by level, Specific
cashincentives are also in place to
mativate, reward and retain staff below
Board level.

Al employees ore eligible 1o participote
in the Comparny's SAYE scheme on the
same ferms.

shareholding in the Company.
Shareholding guidelines are in pioce that
require Executive Directors to acquire

a holding {excluding shares thot remain
subject to performance conditions)
equivalenf to 250% of base salary for the
Chief Executive ond 200% of base salary
for each of the other Exacutive Directors.
Until the relevant shareholding Jevels are
acquired, up to 50% of the annual bonus
payabie to the relevant Director will be

THE UMITE GROUP PLC ANNUAL REPORT AND ACCOUNTS 29148

Malus and clawback

Awards under the Perforrmance Relkated
Annual Bonus and the LTIP are subject

ta malus and, from 2016, clkawback
provisions which can be applied to both
vested ond unvested awards. Clawback
prrovisions will Gpply for o period of at
leqst two years post-vesting. Circumstances
in which malus and clowbock may be
opplied include a materiol misstatement

Shareholding guidelines

The Committes continues to recognise
the importance of Exacutive Directors
aligning their interests with shareholders
through building up & significant

on Remuneration.

Non-Executive Director remuneration

subject to deferral into shares ond cre
transferable 1o the Director ofter three
years. Details of ihe Executive Direclory’
current personal shareholdings

qre provided in the Annual Report

of the Company's financial accounts,
gross misconduct on the part of the
award-hoider and esror in cakculating
the award vesting cutcome.,

Non-Execullve Director Date of serace confract
P M White 10 January 2009

R JTWison 1 December 2010
M Wolstenhoime 1 December 2011
A Jones 18 Oclobar 2012

E McMekan T 13 November 2013

Subject to annual fe-glection by shareholders, Non-Exacutive Directors are appointed for an inifial term of approximately three
years. Subsequent terms of three years may be owarded. Current appointments will expire at the Annual Generat Meeting in 2017
in the case of Eizabeth McMeikan and Sir Tim Wilson; at the 2018 Annual Generatl Meeting in the case of Phil White and Manjit
wolstenholme, and o the Annuol General Meeting in 2019 in the case of Andrew Jones. The appointrent and re-appointment
and the remuneration of Non-Executive Drectors are matters reserved for the full Board.

The Non-Executive Directors are not eligible to parficipate in the Company's performance related bienus plan, long-ferm incentive

plans or pension amangsments.

Detaits of the policy on fees paid fo our Non-Executive Directors are set out in the table below:

Function Opefaton Oppoertunty Per formance metncs
Fees Fee levels are reviewed annually, with any  Non-Executive Direclor fee increases are None -

To attract adjustments eflective 1 Januory in the year opplied in line with the outcoms of the

and retain fofiowing review. annual fee review. Fees for the year

Non-Executive

Directors of the The fees paid to the Charmon ame

determined by the Committes, whilst

highest calibre

w?h broad the faes of the Non-Executive Directors
commercialang O determined by the Boord.

other experiance  Additional fees ore payabla for acting
relevont to Qs Senior Independent Direcior and as

the Cormpany. Chaimnan of any of the Boord's Committees

[Audit, Rermnuneration, Nomination and
Health and Sofety).

Fee levels are benchmarked against sector
comparators and FISE-isted companies

of similar size ond complexity. Time
commitment ond responsbility cre laken
intc account when reviewing fee levels.

commencing 1 January 2017 are set oyt
in the Annucl Report on Rernuneration.

Fae laveis will be next reviewed during 2017
with any increase effective 1 lanuary 2018

It is axpacted that increases to non-
executive director fee levels will be in line
with sataried employees over the lite of

the policy. However, in the event that there
is a matevial misglignrment with the market
or a change in the complexity, responsibility
or fime commitrnent required fo fulfit

a Non-Executive Director role, the Board
has discretion 1o make an approgriate
adjusfment fo the fee lavel,
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Pay for performance scenarios

The chorts below provide an illusirotion of the potential future reword opportunities for the Executive Directors, and the potential
spiit Detween the different elerments of remuneration under three different performance scenarios: Minimum, On-target

and Maximum.

Potential reward opportunities are based on Unite's Remuneration Policy. cpplied to the base salones effective | March 2017, The
annual bonys and IP are based on the maximurm opportunities set ouf under the Remunerafion Policy for normal circumstonces:
being 144% of sakary and 200% of solary respeclively, Note that the LTIP awaords granted in o year do not normally vest until the third
anniversary of the date of grant, and the projected value is based on the face value at award rather than vesting (i.e., the scenarios
exclude the impact of any share price movement over the period).

AT ED)

2
™

n
™

The Minimum scenario refliects base sakary, pension ond benefifs [i.e.. fixed remuneration) which are the only elements of the

Executive’'s semuneration packoges not linked to performonce., g'
2
The On-target scenacrio reflects fixad remuneration as above, pius bonus payout of 70% of salary and LTIP 1hreshold vesting at 25% 8
of maximum award. g
The Maximum scenario reflects fixed remuneration, plus full payout of allincentives, §
a
Approach lo recryitment remuneration "
Extemnal appolntment to the Board
In the cases of hiring or appolnting a new Execulive Director from outside the Company. the Remuneration Commitiee may make
vse of all Ihe existing componerts of remuneration, as follews:
Maximurnann.ol
Camponent Approocr grant vakue
Base salary The base salaries of new appointees will be delermined by reference o relevant market
data, experience and skils of the individual, internal reativities and their cument basic
salory. where new appoeintees have initiq) basic salaries set below market, any shorifall
rmay be managed with phased increases over a pariod of two 1o three years subject to
the individugl's development in the role. Q
Pension New appointees will receive pension contributions or an equivalent cash supplement §
not greater than the existing paolicy. g
Banefits New gppointees will be eligible 1o receive benefits which may include (but are a
—  — — notlimited o) the provision of a company car of cash atternative, private medicol g
SAYE insurance and any necessary relocation expenses. New appointees will also be
eligible fo participate in all empicyee share schemes,
Performance The struchure described in the policy table will cpply 1o new appoiniees with the 144% of salary
Relaled Annual refevant maximum being pro-rated to refiect the proportion of employment over the
Bonus yeor. Targets for the individua! elernent will be tailored 1o each executive.
me New appoiniees will be granted awards under the LTIP on the same terms as other 300% of sakary

executives, as described in the poiicy lable. The normal aggregate fimit of 200% of
salary will apply, save in exceptional circumstances where up to 300% of sakary may be
awarged.




DIRECTORS’ REMUNERATION POLICY

CONTINUED

In determining appropricte
remuneration, the Remuneration
Committee will toke into consideration all
relevont foctors {including gquantum,
nature of remuneration and the
jurisdiction from which the candidate was
recruited) to ensyre that amangements
are in the best interests of both Unite and
ts shareholders, The Commitiee may
make an award in respact of a new
appaintment ta buy- outincentive
arangements forfeited on leoving a
pravious employer on o like-for-lke basis,
which may be awarded in addition to
the remuneration structure outlined in the
table above. In doing so. the Committee
will consider relevant factors including
time to vesting, ony performance
conditions altached to these owards and
the likelhood of those conditions being

met. Any such buy-oul awards will
typically be made under tha existing
annual bonus and LTIP schermes,
although in excepfiona! circurnstanceas
the Committee may exercise the
discration available under Listing Rule
9.4.2 R to make owards using a different
structure. Any buy-out awords would
have a fair value no higher than the
awards forfeiled.

trtemat promotion to the Board

In cases of appointing a new Executive
Director by way of infernal promotion, the
Remuneration Committee and Board wiil
ba consistant with the policy for external
appointees detailed cbove. Where an
individual has contractual commitments
made priof o their pramotion to
Executive Director level, the Company

Sewvice contracts and treaiment for leavers and change of control

THE UMITE GROUP PLE ANNLUAL REPORT AND ALCOUNTS 2014

will continue to honour these
arrangements. The Remuneration Policy
for other employees is set out on page 79.
Incantive opportunities for below Board
employees are typically no highar than
Executive Directors, but measures moy
vary o provide beter line-cf-sight.

Non-Executive Directors

Inrecruiting @ new Non-Executive
Direclor, the Rermuneration Cornmittee
will utilise the polficy as set out in the table
on poge 79. A base fee in ling with the
prevalling fee schadule would be
payable for Board membership, with
additional fees payable for acting as
Semnior Independent Director and/or Qs
Charman of the Board"s Committees.

Exoculive Date of servwce controct
J ) Lister 28 March 2002
R C Simpson 28 Seplemtyer 2011
R S Smith 28 Seplember 2011

Executive Director service contracts,
including arrangements for early
termination, are carefully considered by
the Committee. In accomdonce with
general market practice, each of the
Executive Directors has arolling service
controct requiring 12 months' notice of
termination on either side. Such contracts
contain no specific provision for
compensation for loss of office, other
than an obligation to pay for any notice

period waived by the Company, where
pay i defined as salary, benefits and any
other statutory payments only. Executive
Director service contrgcts are gvaikable
to view at the Company's registered
office,

The Remuneration Committee will
axercise discretion in making appropriate
payments in the context of outplaocement,
seifting legal claims or potential legal

claims by o departing Executive Director,
including any other amounts reasonably
due to the Executive Director, for
example fo meet the legal fees incurred
by them in connection with the
termination of employment, where

the Company wishas to enterinto o
settierment ogreement and the individual
must seek independeant legal advice.
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when considering axit payments, the Committee reviews ail potential incentive oulcomes to ensure they ane fair 16 both shareholders
and participants. The table below summarises how the awards under Ine annual bonus and LTIP are typically tregted in specific

circumstonces, with the final freatment remaining subject to the Commiltee’s discretion:

Ragson far ieaving Calculaton of vashngioayman!
Annual bonus
Resignation No annudl bonus payable.
'Good’ leaver' Cash bonuses will only be paid to the extent that finonciol and individdual objectives set
Change of contral at the beginning of the plon year have been met. Any resulting baonus will be pro-rated
for time served during the vear.
Lap
Resignation Outstanding awards lopse
‘Good’ leaver The Committee determines whether and to what extent oulstanding awards vest
Change of control based on the exient to which performance conditions have been achieved and the

oroportion of the vesting period worked.

The determination of vesting will be made as soon as reasonably practical following
he end of the performonce period or such earlier dote os the Committee may ogree

[within 12 months in the event of death).

in the event of a change of control, Unite awards may aiternatively be exchangecd
for new equivalent awords in the acquirer where appropriote.

! “Good' leaveris defined s o parhcipan ceasing to be empioyed by the Group by reason of death, disability., ill heaith, redundancy. refirement
or any other reoson thot the Committee determines in its obsolute discretion.

The treatment of shares subject to defemal
or holding periods will be subject to the
Remuneraton Committee's discretion
and will take into account the
circumstances at the time.

Extemnal appointments

with the approval of the Board in each
cose, and sybject to the overriding
requiraments of the Group, Executive
Dirgctors may accept extemnal
appointments as Non-Executive Direclors
of other companies gnd retain any fees
raceived. Joe Lister is currently a member
of the Council of the University of Essex
for which he does not receive a fee.
Richard Simpson joined the Board of
Citywest Homes at the beginning of 2017,
Richard Smith does not currently hokd

an exiernal gppointment.

Consideration of conditions
elsewhete in the company

!

4 When making decisions on Exgcutive
Director remuneration, the Commitiee
considers pay and conditions across

] Unite. Prior to the annual salary review,

| the Group People Direclor provides the
Committee with g summary of the

' proposed level of increase for averall

| empioyee pay. The Remuneration

' Commitiee does not formally consult

| with employees on the executive

! Remuneration Policy and Framework.

| Consideration of sharehoider views
The Remuneration Committee maintains

" areguiar dialogue with its major

shareholders, and is encouraged by

the support received ot the 2016

Annual General Meeting for the new
Remuneration Policy. During 2016 we
consulted with shareholders representing
around two-thirds of Unite's issued share
capital regarding Executive Director
salaries following the role changes arising
as a result of Mark Allan's resignation

and subsequent reorganisation of
respansibilities. Tne Cammitiee wilk
continue to monitor trends and
developments in corporate governance
and market practice to ensure the
structure of the executive remuneration
remains appropriate.
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ANNUAL REPORT ON REMUNERATION

The following section provides details
of how Unite's Remuneration Poilcy was
implemented during the financial year
ending 31 December 2016

Remuneration Commiitee

membership in 2014
The primary role of the Commitiee is to:

» Review, recommend and monitor the
level ond structure of remuneration
for the Executive Directors and ather
senior executives

> Approve the remunerafion packages
for the Executive Directors and
ensure that pay outcomes refiect
tha performance of the Compony

> Detarmine the bolance between
base pay and performance related
alements of the packoge so as
to align Diractors' interests to those
of shareholders.

The Committeeg's terms of reference are
set out on the Company's website. As of
3\ December 2016, the Remuneration
Committee comprised five independent
MNon-Executive Directors.

> Elizobeth McMeikan [Commitiee Chair)
> Phit white

» Sir Tim Wilson

?» Manjit wolstenholme

> Andrew lones

During the yegr, Patrick Dempseay, who
joined the Board effective 1 March 2016
and resigned effective 31 August 2016,
olso served on the Remuneration
Committee, Certoin executives, including
Richard Smith (Chief Execulive],

Mark adlan (former Chief Executive)

and Ruth Gecrge (Group People Director)
have beean, from time to time, invited

to attend mewetings of the Committee.
and the Company Secretary. Christopher

S7poinarowicz. octs s secretory fo the
Comimiltea. No individuals are involved
in decisions relating to their own
remuneration, The Remuneration
Committee met five times during the year
and details of members’ attendance at
meetings are provided in the corporate
governance section on page 6.

Key activities of the Remunerction
Cornmittee in 2014 included:

» Reviowed and approved the Executive
Directors' performance against annual
objectives and LTIP fargets; determined
bonuses payabie {including bakance
between cash and shares), and
approved LTIP vesting

> Determined leaver treatment for
Mark Alkon, including treatment
of cutstanding incentives

> Reviewed Exacuiive Director

remuneration following role changes

and recrganisation of raspontsibilities.
and undertook consuliation with
mdjor shareholders on proposed
changes 1o Executive Director salaries

Confirmed treatment of Mark Allan's

incentives following end of

empioymeant and reaffimation of
dufies contained in compromise
ogreement. Followed up with
shareholders surmmarising changes
made during the year

» Considered remuneration
market frends and corporate
governance developments

» Reviewed and approved sakary
increases for the Executive Directors
and senior management for 2017

> Determined the Executive Direciors’
bonus and LTIP performance targets
for 2017 in line with the strategic plan

» Reviewed and approved the
Chairman's fee

¥ Prepared the Directors’
Remuneration Report.

-

Summary of shareholder voling of the 2016 AGM
The following table shows the results of the binding vote on the forward-looking Remuneration Policy and of the advisory votes on
the 2015 Annual Report on Remuneration and the amendments 1o the 2011 Performance Share Plon at the 2016 AGM:

Advisers

Kepler Associates, a brand of Mercer
|'Kepler'} were appointed os the
Committee's independent adviser
following a competitive tender process
in 2014, and were retained during the
yeqr. The Committee undertakes due
diligence periodically to ensure that
Kepler rarmains independent ond that
the advice provided isimpartial and
abjective, Kepler k a founding member
and signatory of the Code of Conduct
for Remuneration Consultants,

delaiis of which con be found ot
www.emunerationconsullantsgroup.com.
In 2016 Kepler provided independent
advice on revisions to Unite's
Remuneration Policy, updates on the
extemal remuneantion environment;
parformance tasting for long-term
incentive pkans: and support during
tha sharehoider consuliation process.
Kepler reports directly to the Chairman
of the Rernuneration Committee and
does not advise the Company on any
other issues, Their total fees for the
provision of rermunenation services to
the Committee in 2016 were £84,775

on the basis of fime and materials.

Remuneration Annual Report Amandments o
Poicy on Remunaation 2001 PSP
for {including discretionary) 184,101,530 $8.9% 187.241,043 99.7% 185,284,990 $8.3%
Agdinst 2,088,144 1.1% 591,183 0.3% 3170079 1.7%
Total votes cast texciuging withheld votes) 188,189,674 187.832.226 188,457,069
Voteas withheld 300,425 657,873 33,00
Tolal votes cast {including withheld votes) 188,490,099 188,490,099 188,490,059
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Single total figure of remunetation for Executive Directors (audited)
The table below sets out asingle figure for the total remuneration received by each Direcior for fhe yeor ended 31 December 2016

and the prior year.

Richard Sauth Jos Lister Richerd Simpaan Mark Allan!

20% 2015 2016 2015 2014 2005 2014 2015

£ £ [ £ £ £ 4 E

Sakary 359617 246692 322702 273483 298,347 246492 183,003 432233
Taxable banefits? 15,256 14,064 15854 15,266 15,234 13894 7.494 23319
Pension benefi? 40,863 4733 55979 49,147 55604 432355 32182 75,964
Annuol Bonus? 227083 314579 203,385 348742 188802 314579 0 551,180
LEIpss 528,559 748,451 584,742 828,041 528,559 748.45) ¢ 1.299.189 -~
Other’ 0 4,499 0 2249 [ 0 0 0 $
Totot LY9LIPB 1375620 1,182,642 1.515928 1,086,568 1366970 222840 2381885 >

EIS-E 18]

Mark Allan stepped down effective 31 May 2016 and ceased being a director of the Company from the same date He remained empioyed inan
advisory capacity wilh the Company untl 31 Oglober 2016, Amounts above reflect remuneration received as a result of his role as Chief Executive,
with details of remuneration received for the period | June to 31 October 2016 disclosed under 'Ext payrments’ sechon on page 90.

2 Taxcbie benefits for 2016 consist prmanly of comparny car or car aliowance ond private health core insurance.
The figures above include car benefits of £14,167, £14,583, £14,167 and £7,223 for Messrs, Smith, Lister, Simpson and Allan respectivedy.
?  Pansion figures include corfiibutions to The Unite Group Personol Pension Scheme and cash gllowances, where appliicoble.

* Payment for performance during the year. Having akeady reached their share ownership guidednes, each Execufive Direcior will receive 100%
of their 2014 bonus award in cash. Mark Allan was nol eligible for a 2016 annual bonus payment. See following sections for further aetai.

5 2015 figures: LTIP awards granted in 2013, and which vested based on performance fo 31 December 2015, are volued using the morket prices at
the dote of vesting (10 April 2016) of 435p. These amaounts have been revised from tast year's report to refiect the actual shore prices on the dates
of vesting.

* 216 Aigures: For the 2G4 awards. the market price on the date of vesting is cumently unknown and so the value shown is estimated using the
average marke! value over the last quarter of 2014 of 575.9p. Mork Alan's unvested 2014 gwards Kipsed on his fesignofion fram the Company.

Lo
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See following sections for further detoils. LTIP figures akso inClude cosh payments in ey of dividerds for vested awards. -é'
7 'Other' includes the embedded value of SAYE opfions at grant. g
3
single total figure of remuneration for Non-Executive Directors (audited) g
The table below sats out a single figure for the total remuneration received by each Non-Executive Director for the year ended @
31 Dacember 2016 and the prior year: 3
Base ‘ee Cammittee Chor fpes SiDfew Tatal =
0% 205 205 205 201 2005 2016 2015
3 £ t £ t £ 3 £
P M White 129,650 127,100 - - - - 129,650 127,100
R J T Wilson 45,000 44,100 6,600 6,475 - - 51,600 50,575
M Wolsienhaime 45,000 44,100 9,350 2.150 5.250 5125 59.400 58,375
A lones 45,000 44,100 - - - - 45,000 44,100
E McMelkan 45,000 44,100 7.350 %.150 - - 54,350 53.250
P Dempsey 22,500 - - - - - 22,500 -
g
Patrick Dempsey joined the Board on | Morch 20146 and resigned effective 31 August 2016. during wihich fime he served o5 0 member of the [}
Remuneration ond Heatth and Safety Commitiees. %
Remuneiation outcomes for the year ended 31 December 2014 (audited) a
Base sakrdes g

As foreshadowed in last year's repor, salary increases of between 6% and $% were made with effect rom 1 March 2016 to each of
Richard Smith, Joe Lister and Richard Simpson. Mark Alian received a 2% increose, consistent with general increoses for employees
across the Company, from the same date.

Fallowing his promotion 1o CEQ. the Commitiee reviewed Richard $mith's salary against a range of internal and external factors
and elected toset it at a kevel of £430,000 per annum effective 1 June 2015. For the other remaining Executive Directors, Joe Lister
and Richard Simpson, the Committee reflected on the intention to operate with a smaller management team going forward, and
the addifional key responsibilities taken on by each individual. Specifically. Joe Lister will now lead investor relations and has line
management responsibility for the Corporate Affoirs and Paople direciarales, while Richard Simpson hos been tasked with heading
up Unite's Health and Safety, Maintenance and LifeCycle and Asset Management functions.
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ANNUAL REPORT ON REMUNERATION
CONTINUED

Considering these significant roie chonges, ond mindful of the need fo refain successful, experienced and weil-ragarded Executive
Cirectors in 0 competifive sector, the Committee reviewed a number of atternotive approaches for the remuneration of Joe Lister
and Richard $impson to ensure they remain focused on detivering Unite's strategy during a period of potentialinstabiiity.

Foliowing careful consideration of the giternatives permitted within the recentty approved remuneration policy, the Committee
determined fo increase the base salaries of Joe and Richord by ©.20% fo £350,000 and £325,000 per annum respeclively with effect
from | June 2016. in taking this deckion, the Commitiee noted the glternative of making exceptional LTIP awords but conciuded that:

> Salary ievels were the element of remuneration most significontly below market (particutarty taking into account the additional
resporsibilities). whereas kang-term incentive opportunities, at 200% of salary. are market competitive

> Anincreqse in ng-term incentive opportunities had oready been implemented for 2014 from 150% to 200% of solary; and

> Mainlaining the current ratio between fixed/variable pay and short-lerm/long-term pay is important so as not to incentivise
exoessive risk-taking.

Details of the evoiution of each Direcfor's role and salary over the course of the year is summarised in the table baiow:

3as6 sakary rom
Bone soiary 1o | Maren 2016 Barser sakory
28 Feoiuary o3 My Percanioge from 1 June Parcentage
Execulive Drechor Rolo 08 A6 change 18 cronge
_MD, Operations £247,700 £270,000 9%
) 59%
R 3 Smith
I (3% below
Chief Executive o £430.000 predecessor)
1) Lister Chiaf Financial Officer £274,600 £291.000 %
Chief Financial Officer+ E350,000 2%
R C Simpson MD, Property £247,700 £270.000 9%
Group Property Director £325.000 20%
MC Allan Chief Executive £434.000 £442 880 2%
