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Operating and Financial Review for the year ended 31*' July 2010

The Governors of the Royal Academy of Music present their annual report and audited financial
statements for the year ended 31 July 2010 and confirm that they comply with the requirements of
the Charities Act 1993, as amended by the Charities Act 2006, the Academy's Charter and the
Statement of Recommended Practice: “Accounting for Further and Higher Education” (SORP),
published in October 2007

Our Aims

The Academy operates under its Royal Charter, granted in 1830, which requires us to promote the
Cultivation of the Science of Music and to afford facilities for attaining perfection in it by assisting with
general instruction all persons desirous of acquiring knowledge thereof',

The mission of the Academy is to provide pre-professional, undergraduate and postgraduate musical
training of the highest national and international standards; lo engage in concert, operatic and
research activities related to the education of the institution; to create and perform new music; and to
preserve and enrich national and international musical culture,

The Academy aims to produce musicians at the highest level as soloists, orchestral and chamber
players, singers and composers, with a knowledge of the whole art of music - its performance,
history, theory and understanding of its context within the humanities.

Our Objectives

Our objectives are designed to articulate our mission and to reflect the ethos of the Academy.
Maintaining and enhancing the quality of our students’ educational experience and ensuring that the
Academy engages with the music profession, the higher education sector, and with society in general
is erucial 1o our role as Britain's senior conservatoire. In setting our objectives and planning our
activities the Governors have given consideration to the Charity Commission's guidance on public
benefit and in particular to its supplementary public benefit guidance on advancing education and fee
charging. Our key objectives for the year included:

To maintain and enhance the quality of student recruitment and retention while ensuring
equality of opportunity.

We continue to provide training and educational programmes to national and international students of
all ages, through the senior Academy for students aged 18 and above, and through the Junior
Academy for young people up to the age of 18. Admission to the Academy is governed by a
transparent and comprehensive process based on merit. |n order to ensure eguality of opportunity
without regard to applicants’ income we have expanded our bursary provision for students.

For entry in September 2010 the Academy received over 2,000 applications (representinga 12.3%
increase on the previous year's figures) of which all were heard in live auditions in London,

New York, Beijing, Seoul, Tokyo, Taipei and Hong Kong. We were delighted with the conversion rate
of the highest-quality applications into accepted places. From 2,000 applications we offered 630
places, which resulted in 344 acceptances. Our retenfion rate for 2009/10 remained high with a non-
completion rate of 7.9% for UG funded students and 2.7% for PG funded students. In 2009/10 over
46% of our students were in receipt of scholarships or bursaries. The Junior Academy also remains
a clear leader in Its sector, with 230 auditions resulling in 76 olfers and 68 acceptances for entry in
September 2010.

At Graduation on 30" June 2010, 11 students received the University of London PhD. 28 students
received the MMus University of London degree, of whom 15 gained Distinction or the Dip RAM (the
Academy's paramount accolade awarded for an outstanding postgraduate final recital or composition
portiolio). 84 students received the University of London MA, of whom 41 gained Distinction,

33 students received the PGDip in Musical Theatre. 74 students received a University of London
BMus degree, of whom 30 gained first-class honours.



To enhance the quality of staff recruitment and retention, so that the Academy continues to
employ staff with the necessary expertise and experience to contribute to the fulfilment of the
institutional mission.

During 2009/10 the Academy was pleased to enhance its roster of distinguished teachers with the
appointment of Alessio Allegrini as International Visiting Professor of Horn:; Sir Thomas Allen as
Visiting Professaor of Singing; Eric Aubier as International Visiting Professor of Trumpet;

Django Bates as Visiting Professor of Jazz; Michael Chance CBE as Professor of Singing and
Barogue Opera Coach; Pascal Devoyon as Visiting Professor of Piano; Reinhold Friedrich

as International Visiting Professor of Trumpet; Patrick Messina as Visiting Professor of Clarinet,
Ann Murray DBE as Professor of Singing; James Newton Howard as Visiting Professor of
Composition; John Alexei Ogrintchouk as Visiting Professor of Oboe; Dominic Seldis as

Visiting Professor of Double Bass; Yevgeny Sudbin as Visiting Professor of Piano;

Angelika Kirschschlager as Visiting Professor of Singing and Radovan Vlatkovich as International
Visiting Professor of Homn.

Three appointments were made to departmental headships during the vear: Jo Cole, Head of
Strings; Nick Smart, Head of Jazz Programmes; and Karen Vaughan, Head of Harp.

In addition to the institution-wide staft training opportunities in IT, HR paolicy, finance procedures
and other needs identified through the annual appraisal process, the Academy introduced two
significant enhancements in 2009/10. Following a successful trial in previous years, we formally
introduced our Management Development Pragramme. This is targeted at all staff with managerial
responsibilities, regardless of their individual specialism. |nitial foundation days, which

covered intreductions to numerous variants of management and leadership, were followed by
individual training programmes which continued throughout the year. In 2009/10 the Academy also
acquired an online management development toolkit, designed to give access to current, relevant
and effective help on the most commaonly shared managerial issues.

To enhance the quality of the Academy’s educational provision through the development
and delivery of the curriculum, the management of the programmes of study and the
management of learning resources, with the aim of producing graduates who will be able to
sustain careers in leading positions in the music industry nationally and internationally.

During the academic year 2009/10 the Academy has conducted a Periodic Review of the BMus
Programme, leading to significant restructuring of the programme and revisions to large areas of the
curriculum and its delivery. The independent review panel concluded that the Academy can place
firm confidence in the continuing validity of the programme and its quality and standards. The panel
commended the proposed enhancements to the programme, especially the way they are designed ta
strengthen the first-year experience and to place a greater emphasis on employability and careers.

A further major enhancement to our education provision was the launch of a global Alumni Network
in June 2010. The Network, which is supported by its own dedicated staff, will enable our widely
dispersed alumni to maintain contact with the Academy and with each other, to forge useful links
between graduates al the earliest stages in their career and senior alumni in leading positions within
the profession, to take part in mentoring schemes, and to benefit from specially-mounted careers and
Continuing Professional Development (CPD) events.

Significant new benefits to Academy students have arisen from further investment in information
technology in 2009710, including the launch of a mare flexible and poweriul intranet site, (‘Air’), and
the completion of two new technology and recording studios.

The Academy’s Museum was awarded full accreditation by the Museum, Libraries and Archives
Association in 2010. This is a signal public recognition of the significance of the Academy's
collections, the standards of care and conservation we uphold, and the quality of the educational
benefits for our students and public alike from access to our collections through free exhibitions and
gvents. This new provision is offered as a free subscription,

To maintain and enhance the guality and range of outreach activities, so that the greatest
possible number can benefit from the Academy's resources and achievements.

The Academy continues to offer outstanding concert opportunities, both inside and outside the
building, with a range of distinguished professional pariners. Artistic highlights in 2009/10 included
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conceris conducted by Pierre-Laurent Aimard, Semyon Bychkov, Sir Mark Elder, and Sir Colin Davis.
The late Sir Charles Mackerras conducted Royal Academy Opera in Handel's Semele.

Sir Harrison Birtwistle and Elgar Howarth worked with the Academy Manson Ensemble and student
composers in a two-day focus on Birtwistle's music. The Academy's pioneering Bach Cantata Series
continued to attract capacity audiences. Professor Sir Peter Maxwell Davies continued to work with
Academy composers and gave a series of public lectures on composing for community and
education projects. Events marking the conferment of University of London doctorates on

Pierre Boulez and Daniel Barenboim drew large public audiences.

External showcases included concerts at the Aldeburgh Festival; four concerts in the Kings Place
2009 festival and a four-day residency at Kings Place in June 2010; a cancert by Sir Elton John,

Ray Cooper and students from the Academy’s Musical Theatre programme at the Royal Albert Hall
in September 2009; the first concert in a new contemporary music series at the Louise T Blouin
Institute in West London; and a performance by the Academy’s barogue orchestra, choir and soloists
of Handel's Sawf under Laurence Cummings at the Spitalfields Festival in June 2010,

Two new CDs of Academy recordings were released as part of our ongoing Sainsbury series:

a recital of German song performed by the Academy's Song Circle, and a showcase of instrumental
virtuosity, entitled Premier Prix. The former was favourably reviewed on BBC Radio 3's high-profile
CD Review programme in May 2010. Additional opportunities for Academy periormances and
performers to reach the widest possible audience through BBC broadcasts and the BEC's i-player
came through Radio 3's In Tune programme, and through the station’s daily focus on the work of the
Academy in the week beginning 31 May 2010.

Open Academy — our department which manages outreach and community work as part of the
curriculum — mounted projects in which our students worked with primary school children from
Camden and Westminster; projects which took music into Greater London hospitals; and
collaborative educational projects with the Wigmare Hall, the Spitalfields Festival, and the Crchestra
of the Age of Enlightenment.

The Academy’s Museum (which is open six days a week and has free public entry) presented a year-
long exhibition Orchestral Magicians that explored the phenomenon of the composer-conductor. The
exhibition was accompanied by over thirty public events, ranging from research presentations
through thematically-related concerts to family playdays targeting the under-10 age group.

In total, the Academy mounted over 300 free-entry public events in 2009/10. Our online digital
collection Apollo received nearly 5 million hits, thereby significantly widening public access to the
musical treasures in the Academy’s care.

During 2009/10 the Academy reviewed its policies and processes regarding equality of opportunily
and fair access,

Academic and financial sustainability

In order to ensure that the Academy continues to develop in the face of public-sector funding cuts,
the Senior Management Team Is continually reviewing options to ensure that educational and
financial performance can underpin a world-class institution. The main principles for this are:

+ Educational developments and performance opportunities of the highest level

* |nvestment in infrastructure o develop facilities of the highest standard

* Maximising external income

+ Financial discipling and cost management.

Risk and uncertainty

The Academy has an Academy-wide risk register, which is monitored regularly by the Senior
Management Team, and the Audit Commitiee oversees risk management on behall of the Govemning
Body. The key risks are:
+  The levels of government funding at a time when the government is seeking to reduce public
expenditure
* The current economic climate and the impact on student recruitment
* Reduction in the growth of the endowment to provide scholarships and bursaries.



Scope of the Financial Statements

The Financial Statements prepared by the Governing Body comprise the consolidated results of the
Academy and its subsidiary undertakings. namely RAM Collections Trust, the York Gate Music Trust
and Academy Chimes Limited.

The RAM Collections Trust holds the Menuhin Archive, which was acguired with funding from the
Foyle Foundation. The York Gate Music Trust holds the York Gate building as an asset, which was
acquired with financial support from the Heritage Lottery Fund, and Academy Chimes Ltd is the
museum shop trading company.

Results for the Year

Total income for the year increased by 3.8% to £18.2m (2008/09 £17.5m) and total expenditure for
the year remained at virtually the same level at £17.2m (2008/09 £17.2m). The surplus, after
transfers to restricted endowments and Earmarked Reserves, was £208,000 (2008/02 £73,000).

Income outperformed the budget because donations received were higher than expected and also
because additional income was received from HEFCE, through the matched funding scheme.

Income from external donations is needed to support both revenue and capital projects. During the
year some £1,125,000 of revenue income was raised to help support students and general projects
and some £1,145,000 of income was received for endowments and capital projects. The Academy
spends some 7.9% of its total income supporting students through bursaries and scholarships.

The main financial objectives of the Academy are to achieve a balanced position after allowing for
long-term maintenance provisions and earmarked funds and, where possible, to generate surpluses
which can be re-invested in education. The surplus achieved in the year will be added to general
reserves and funds will be earmarked to create additional bursaries. The results are set out in the
table below.

2009/10 2008/09
£'000s £'000s
Income 18,223 17,553
Expenditure (17,179) {(17.,190)
Surplus on continuing operations, before transfers 1,044 383
Surplus for the year, after transfers and appropriations 208 79

The actuarial valuation of the RAM 1967 Pension Scheme showed an increase in the scheme deficit
for FRS17 purposes to £1,612,000 (£1,437,000 in 2009). This was due to an increase in scheme
liabilities caused by a reduction in the AA bond yield, although this was partially offset by higher
returns on scheme assets. Steps are being taken to eliminate the deficit over 10 years in
accordance with the recommendations of the actuary.

In terms of strategic planning and sustainability the Academy is continuing to diversify its teaching,
and is continuing to seek external funding to support both its education and bursary programmes,
An analysis of the Academy's funding by source, together with its expenditure by main category,

is set out overleaf.
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Capital Projects

The main investments during the year were in accordance with our planned maintenance
programme. We also commissioned a feasibility study on the upgrading of the Theatre,

Cash Reserves and Long-Term Liabilities

We continue 10 have a proactive appreach to treasury management with a view to minimising risk at
the same time as maximising returns. Working capital cash balances at the end of the year were
£2 4m (2008/09 £2.8m), designated cash was £8.4m (2008/09 £8.0m) and current assets exceeded
current liabilities by £6.9m (2008/09 £6.7m). Whilst overall liquidity remains healthy, the majority of
cash is designated or earmarked for specific purposes,

Endowment Assets and Investment Performance

The Academy has a number of endowment assets. the largest of which is the Legacy Pool, which
represents the accumulated funds donated or bequeathed to the Academy for the purposes of
providing scholarships, prizes and bursaries for the benefit of students. These funds are managed
by external fund managers within strategic guidelines set by the Finance & General Purposes
Committee.

QOur objectives are to maximise the income yield to satisfy the Academy's expenditure commitments,
while maintaining the real value of the endowment asset base over time. During the year the
investment strategy was kept under review, and the overall target was to achieve a net yield of

3% for the year.

Although the markets have been unstable, they have recovered during the year. The portfolio
managed by the external fund managers grew by 15.2% and generated a net yield of 4.3% on
average fund balance and the cash funds managed internally generated a return of 2.25%. The
investment strategy has been constantly reviewed during 200910 to adapt to changing market
conditions and will be kept under review as we move into 2010/11.

The market value of endowment investments increased from £21.5m at 31* July 2009 to £23.7m at
31% July 2010. New endowments from benefactors totalled £432,000 (2008/09 £889,000).

Conclusion

The financial statements show that the Academy has made a modest surplus on continuing
operations after transfers to specific endowments and reserves. Our balance sheet remains strong
because of our cash position and healthy reserves, which are predominantly for supporting students
through bursaries and scholarships.

Enrolment targets were reached on student numbers and income from donations exceeded
expectations. Financial markets improved and hence we were able to increase our investment in
student bursaries. The Academy distributes some 7.9% of its income to students through the
bursary and scholarship programme and our aim is to increase our support to students in the future,

Higher Education is due to undergo radical funding changes over the next few years as the
government introduces cuts in public funding. The new arrangements for HE funding and student fee
levels will be announced in the autumn.

The Academy has a comprehensive risk-management strategy and is well aware of the major risks it
faces: the fragile economic climate, changes to the HE funding model, student recruitment and the
generation of extra income from patronage, benefaction and our alumni. Our plan remains to
increase substantially our endowment income so that the Academy will have sufficient financial
flexibility to maintain its position as a world-class conservatoire and to invest in training at the highest

Lord Burns — Professor Jonathan Freeman-Attwood
Chairman of Goveming Body Principal



Corporate Governance Statement

The following statement is provided to enable readers of the Report and Financial Statements of the
Academy to obtain a better understanding of the governance and legal structure of the Academy.

The Academy endeavours to conduct its business in accordance with the seven principles identified by the
Committee on Standards in Public Life (selflessness, integrity, objectivity, accountability, openness,
honesty and leadership) and in accordance with the guidance to universities which has been provided by
the Committee of University Chairmen in its Guide for Members of Higher Education Governing Bodies in
the UK.

The Academy is an independent corporation, whose legal status derives from a Royal Charter ariginally
granted in 1830. lts cbjectives, powers and framework of governance are set out in the Charter and its
supporting Statutes, the latest version of which was approved by the Privy Council in 1898. The Objects
of the Academy are ‘to promote the cultivation of the science of music and to afford facilities for attaining
perfection in it by assisting with the general instruction of all persons wanting to acquire knowledge
thereof'. Under the terms of the Charter, the direction of the Academy is the responsibility of the
Governing Body, which makes rules, orders and regulations as are deemed useful and necessary for the
regulation and management of the institution.

The Charter and Statutes require the Academy's Governing Body to have clearly defined functions and
responsibilities in overseeing and managing its activities. The Governing Body is responsible for the
finance, property, investments and general business of the Academy, and for setting its general strategic
direction. It has a majority of members from outside the Academy (described as lay members), from
whom its Chairman and Deputy Chairman must be drawn. Also included in its members are
representatives of the staff of the Academy and the student body. None of the lay members receive any
payment for work which they do for the Academy.

The Governing Body meets four times each academic year. Much of its detailed work is delegated to
committees, in particular the Finance and General Purposes Committee, the Development Commitiee, the
Audit Committee and the Academic Board, Recommendations and decisions of these Committees are
reporied to the Governing Body.

These Committees are formally constituted as Committees of the Governing Body with written terms of
reference. With the exception of the Academic Board, the membership of these committees includes a
significant proportion of lay members from whom the Chairman is selected,

The Academic Board is the main academic committee of the Governing Body and draws its membership
mainly from the academic staff and the studenis of the institution. It is the body responsible for the
academic work of the Academy in teaching, examining and in research.

The Finance and General Purpose Committee oversees all tinancial affairs of the Academy.
It recommends to the Governing Body the Academy’s budget and monitors its performance on a regular
basis.

The Audit Committee is responsible for meeting with the External Auditors, to discuss audit findings, and
with the Internal Auditors to consider internal audit reports and recommendations for the improvement of
the Academy's systems of internal control, together with management's response and Implementation
plans. They receive and consider reports from the Higher Education Funding Ceuncil for England and
monitor adherance with the regulatory requirements.

The chiet executive officer of the Academy is the Principal who is responsible to the Governing Bedy for
implementing the decisions of the Governing Body and for maintaining and promoting the efficiency and
good order of the Academy. Under the terms of the formal Financial Memorandum between the Academy
and the Higher Education Funding Council, the Principal is the designated Accounting Officer of the
Academy and in that capacity can be summoned to appear betore the Public Accounts Committee of the
House of Commans.



Statement on Internal Control and Risks

The Governing Body of the Academy has, in accordance with its Charter and Statutes and the
Financial Memorandum with HEFCE, responsibility for maintaining a sound system of internal control
that supports the achievement of policies, aims and objectives while safeguarding the public and
other funds and assets for which the Academy is responsible.

The system of internal control is designed to manage rather than eliminate risk. It can therefore only
provide reasonable and not absclute assurance of effectiveness.

The system of internal control is based on an ongoing process designed to identify the principal risks,
o evaluate the nature and extent of those risks and to manage them efficiently and effectively.

The Governing Body has responsibility for reviewing the effectiveness of the systems of internal
control. The following processes have been established:

» The Governing Body considers the plans and strategic direction of the Academy on an annual
basis.

= The Governing Body has delegated to the Audit Committee responsibility for reviewing the
effectiveness of internal control systems and the risk management process.

* The Governing Body receives an annual report from the Audit Committee concerning issues of
risk, internal controls and their effectiveness which are informed by reports from the Senior
Management Team and internal auditors on the steps being taken to manage risks.

* The Academy maintains an Academy-wide risk register, which is monitored by the Senior
Management Team. Variations in risk assessments are reported to the Audit Committee. The
Audit Committee receives reports from internal audit on the effectiveness of internal controls
based on work undertaken in accordance with its approved audit plan,

+ Heads of departments are required to identify and Keep up to date the record of risks facing the
Academy.

The Academy's internal auditors operale o standards defined in Accountability and Audit: HEFCE
Code of Practice published in June 2004. The internal auditors report on the adequacy and
effectiveness of the Academy’s system of internal control and make recommendations for
improvernent.

The Governing Body's full review of the effectiveness of the system of internal control for the year
ended 31* July 2010 was informed by the Audit Committee, the work of the internal auditors and
the Senior Management Team, who have responsibility for the development and maintenance of
the internal control framework, and by comments made by the external auditors in their
management letter.



Responsibilities of the Governing Body

In accordance with its Royal Charter, the Governing Body of the Royal Academy of Music is
responsible for the administration and management of its affairs and is required to present audited
financial statements each financial year.

The Governing Body is responsible for keeping proper accounting records which disclose, with
reasonable accuracy at any time, the financial position of the Academy and enable it to ensure that
the financial statements are prepared in accordance with the Royal Charter, the Statement of
Recommended Practice: “Accounting for Further and Higher Education” and other relevant
accounting standards. |n addition, within the terms and conditions of a Financial Memarandum
agreed between the Higher Education Funding Council for England and the Academy, the Governing
Body, through its designated Accounting Officer, is required to prepare financial statements for each
financial year which give a true and fair view of the state of affairs of the Academy and of the surplus
or deficit and cash flows for that year.

In causing the financial statements to be prepared, the Governing Body has ensured that:
+ Suitable accounting policies are selected and applied consistently
« Judgements and estimates are made which are reasonable and prudent

* Applicable accounting standards have been followed, subject to any material departures
disclosed and explained in the financial statements

» Financial statements are prepared on a going concern basis unless it is inappropriate to
presume that the Academy will continue in operation.

The Governing Body is satisfied that it has adequate resources to continue in operation for the
foreseeable future. For this reason the going concern basis continues to be adopted in the
preparation of the financial statements.
The Governing Body has taken reasonable steps fo:
* Ensure that funds from the Higher Education Funding Council for England are used only for the
purpose for which they have been given and in accordance with the Financial Memorandum

with the Funding Councll and any other canditions which the Funding Council may from time to
time prescribe

= Ensure that there are appropriate financial and management controls in place to safeguard
public funds and funds from other sources

» Safeguard the assets of the Academy and to prevent and detect fraud

» Secure the economical, efficient and effective management of the Academy’s resources and
expenditure,

Governing Body Report

The s'tatemerrl;s on pages 16 to 31 comprise the Report of the Governing Bedy for the year ending
31" July 2 which was approved by the Governing Body on 25™ November 2010.

............... ' Date jb!l‘t“\
Lord Burns
Chairman

- - o i
4,\';% Date ......... 25 -0
Tony Travis

Chairman of the Finance & General Purposes Commitiee
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Independent Auditors’ Report to the Academy’s Governing Body

We have audited the financial statements of the Royal Academy of Music which comprise the
Consolidated Income and Expenditure Account, the Consolidated and Academy Balance Sheets, the
Consolidated Cash Flow Statement, the Consolidated Statement of Total Recognised Gains and
Losses and the related notes. These have been prepared under the historical cost convention,
modified for the revaluation of the Academy’s collection of musical instruments and listed
investments, and the accounting policies set out therein,

This report is made solely to the Academy’s Governors, as a bedy, in accordance with the
Academy's Royal Charter and the Financial Memorandum between the Academy and the Higher
Education Funding Council for England. Our audit work has been undertaken for no purpose other
that to draw to the attention of the Academy's Governors those matters which we are required to
include in an auditor’s report addressed to them. To the fullest extent permitted by law, we do not
accept or assume responsibility to any party other than the Academy and the Academy's Governors
as a body, for our audit work, for this report, or for the opinions we have formed.

Respective Responsibilities of the Governing Body and Auditors

The Academy's Governing Body is responsible for preparing the financial statements in accordance
with applicable law and United Kingdom Accounting Standards (generally accepted accounting
practice). Our responsibility is to audit the financial statements in accordance with relevant legal and
regulatory requirements, in particular those of the Higher Education Funding Council for England and
International Standards on Auditing (UK and Ireland).

We report to you our opinion as to whether the financial statements give a true and fair view and are
properly prepared in accordance with the Statement of Recommended Practice: "Accounting for
Further and Higher Education”. We also report to you whether income from funding bodies, grants
and income for specific purposes and from other restricted funds administered by the Academy have
been properly applied only for the purpose for which they were received and whether income has
been applied in accordance with the Royal Charter and, where appropriate, with the Financial
Memorandum with the Higher Education Funding Council for England.

We also report to you if, in our opinion, the Report of the Governing Bedy is not consistent with the
financial statements, if the Academy has not kept proper accounting records, the accounting records
do not agree with the financial statements or if we have not received all the information and
explanations we require for our audit. We read the other information contained in the Report of the
Governing Body and consider the implications for our report if we become aware of any apparent
misstatements or material inconsistencies with the financial statements.

Basis of our Opinion

We conducted our audit in accordance with International Standards on Auditing (UK and Ireland)
issued by the Auditing Practices Board and "Accountability and Audit: HEFCE Code of Practice”
issued by the Higher Education Funding Council for England. An audit includes examination, on a
test basis. of evidence relevant to the amounts and disclosures in the financial statements. It also
includes an assessment of the significant estimates and judgements made by the Governing Body in
the preparation of the financial statements, and of whether the accounting policies are appropriate to
the Academy's circumstances, consistently applied and adequately disclosed.

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

1



Opinion
In our opinion:

The financial statements give a true and fair view, in accordance with United Kingdom generally
accepted accounting practice, of the state of affairs of the Academy and the group at 31* July 2010
and of the surplus of income over expenditure of the group for the year then ended and have been
propery prepared In accordance with the Statement of Recommended Practice: “Accounting for
Further and Higher Education”, and the Royal Charter governing the Academy.

Funds from the Higher Education Funding Council for England, from grants and income for specific
purposes, and from other restricted funds administered by the Academy, have been applied only for
the purposes for which they were received.

Income has been applied in accordance with the Royal Charter governing the Academy and, where
appropriate, with the Financial Memorandum dated 1* August 2008 with the Higher Education
Funding Council for England.

K\;Tm; L AT,

KINGSTON SMITH LLP

Chartered Accountants and Registered Auditors
Devonshire House

60 Goswell Road

London EC1M 7AD

Date...l-:’. QNLWM“&
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Statement of Principal Accounting Policies

1

Accounting Convention

The financial statements have been prepared under the historical cost convention, modified for
the revaluation of the Academy’s collection of musical instruments and listed investments, and
in accordance with applicable Accounting Standards, and the Statement of Recommended
Practice: "Accounting for Further and Higher Education" (SORP), published in October 2007.
The accounts have been prepared in accordance with the Accounts Direction Handbook
2009/10.

Basis of Consolidation

The consolidated financial statements comprise the Academy’s activities and those of its
charitable subsidiary undertakings, the York Gate Music Trust and RAM Collections Trust, as
well as its trading subsidiary, Academy Chimes Limited. RAM Development Company Limited
was dormant for the year, The consolidated financial statements do not include those of the
Students’ Union because the Academy does not control those activities as it is a separate entity.

Accounting for retirement benefits

The Academy contributes to the Teachers Pension Scheme (TPS) and a Group Personal
Pension Scheme (GPP). The TPS is a defined benefit scheme, contracted out of the State
Second pension. The GPP is a defined contribution scheme.

The assets of the TPS are held in separate trustee-administered funds. Because of the nature
of the Scheme the Scheme's assets are not hypothecated to individual institutions and Scheme-
wide contributions are set. The Academy is therefore exposed to actuarial risks associated with
other institutions’ employees and is unable to identify its share of the underlying assets and
liabilities of the Scheme on a consistent and reasonable basis. Therefore, as required by
FRS17 Retirement Benefits, it accounts for the Scheme as if it were a defined contribution
scheme. As aresult, the amount charged to the Income and Expenditure Account represents
the contributions payable to the Scheme in respect of the accounting period.

The Academy also operates a defined benefit pension scheme, The Royal Academy of Music
Pension Scheme 1967, which is closed to new members, and which provides retirement
benefits based on the length of service and final pensionable salary for certain employees. The
Academy has adopted FRS17 Retirement Benefits in full with effect from 1st August 2005. In
accordance with FRS17, the operating and financing costs of the Scheme are recognised
separately in the Income and Expenditure Account. Service costs are systematically spread
over the service lives of the employees and financing costs are recognised in the period in
which they arise. The cost of past service benefit enhancements settliements and curiailments
are also recognised in the period in which they arise. The differences between actual and
expected returns during the year, including changes in actuarial assumptions, are recognised in
the Statement of Total Recognised Gains and Losses.

Leases

Rental costs under operating leases are charged to expenditure in equal annual amounts over
the periods of the leases.

Land and Buildings

Expenditure which has added value to the main Academy property has been capitalised and

has been depreciated over 40 years on a straight line basis. Where property improvements are
subject to planning permission, the direct costs (including professional fees) incurred prior to
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obtaining planning permission are capitalised as assets in the course of construction but are
subject to an impairment provision until planning consent is obtained,

The York Gate Building was acguired with the aid of a specific grant from the Heritage Lottery
Fund and has been subsequently refurbished. The refurbishment costs of the York Gate
building and the cost of the Recital Hall have also been capitalised and are being depreciated
over 40 years. The related grants are being treated as deferred capital grants and released to
income over the expected useful life of the buildings.

Donations received towards the cost of buildings are included in the balance sheet as deferred
capital grants and released to match the depreciation over the useful life.

Equipment and Collection of Musical Instruments
Expenditure on the purchase of equipment and other items is depreciated on a straight line
basis as follows:
Computer equipment: 3 years
Other equipment/instruments: 5 years
Collection of Prestigious Musical Instruments:  not depreciated
Assets in excess of £5,000 are capitalised.
Equipment acquired with the aid of specific grants is capitalised and depreciated in accordance

with the above policy, and the deferred capital grant is released to match the depreciation over
the useful lite of the equipment.

The Academy's collection of Stringed Musical Instruments has been included in the balance
sheet at its estimated market value. Valuations are undertaken by J & A Beare Violin Dealers
and Restorers every year for the most valuable items and all other stringed musical instruments
were re-valued internally in 2009. The collection is not depreciated as it is re-valued in
accordance with FRS15.

The Collection of Prestigious Musical Instruments is a working collection and is not classed as a
heritage asset. The instruments have been acquired by or donated to the Academy over many
years and their value at the date of acquisition is unlikely to be material compared to the current
value of the Collection.

Investments

Listed investments are stated at market values at the balance sheet date. Gains or losses are
attributed to the appropriate fund.

Taxation Status

As a registered charity the Academy is exempt from taxation in respect of income received
within categories covered by Section 505 of the Taxes Act 1988, to the extent that such income
is applied exclusively for charitable purposes. The Academy's supply of education services

is exempt from Value Added Tax; consequently no recovery of VAT suffered on educational
expenditure incurred by the Academy is permissible.

Stocks

Stocks of goods for resale are stated at the lower of cost and net realisable value.
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Endowments
Under the SORP endowments have been categorised as unrestricted or restricted and are
further sub-divided between expendable and permanent. All bursary endowments are treated

as permanent endowmenis. Unrestricted donations in excess of £50,000, where no direction
has been given to the contrary, are treated as expendable endowments.

Recognition of Income

income received for restricted purposes is recognised to the extent of the expenditure incurred
in the year.

The Academy has a policy of using the income yield to meet expenditure commitments.

Expendable endowment income earned is credited in full to the Income and Expenditure
Account but may be subsequently transferred to Earmarked Funds.

Restricted income is credited to the Income and Expenditure Account when received and is
subsequently transferred to the appropriate reserve.

Other Income is credited directly to the Income and Expenditure Account on a receivable basis.

Deferred Income

Income received for specific purposes which has not been transferred to the Academy’s Income
and Expenditure Account is shown as unexpended income under creditors.

Provisions

Provisions are recognised when the Academy has a present legal or constructive obligation as a
result of a past event.

Cash Flows and Liquid Resources

Cash flows comprise increases or decreases in cash. Cash includes cash in hand and cash
deposits. No investments, however liquid, are included as cash.

Maintenance of Premises

The Academy has a provision for the maintenance of its buildings which it is required to carry
out in accordance with the terms of its lease. This is based on a 20 year maintenance plan
which is reviewed on an annual basis. The provision represents the estimated cost at the
balance sheet date of maintenance work falling due within the cyclical programme under the

lease.

The cost of routine corrective maintenance is charged fo the Income and Expenditure Account
as incurred.
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Consolidated Income and Expenditure Account

Note 2010 2009
Total Total
£00{ £000

Income - Continuing activities
Funding Council Grants 1 5,570 5,093
Academic Fees and Support Grants 2 6,601 6,313
Research Grants & Contracts 3 96 219
Other Operating Income 4 4,853 4,449
Endowment and Investment Income 5 1,103 1,479
Total Income 18,223 17,553

Expenditure

Staff Costs B/7 9,725 9,559
Other Operating Expenses 8 6,923 7.134
Depreciationimpairment of Fixed Assats 9 531 497
Total Expenditure 17,178 17,180
Surplus on Continuing Operations for the Year 1.044 363
Transfer from/{to) Restricted Endowments 15 35 a0
Surplus After Transfers 1,079 453
Appropriations to Earmarked Funds 16 (871) (374)
Net Surplus after Transfers and appropriations 208 79

The notes on pages 21 to 31 form parf of these Financial Statements.

A Statement of Historical Cost Surpluses and Deficits has not been prepared as there is no difference
between the surplus/deficit calculated on a historical cost basis, and the result lor Lhe year. All
Tangible Fixed Assets are carried al historic cost except for the Musical Instrument Collaction which is
periodically revalued.
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Consolidated Balance Sheet

Note
Fixed Assets
Tangible Fixed Assets 9
Fixed Assetf Investmenis 10
Endowment Assels 10
Currenl Assets
Stock
Debtors 1
Cash at bank - Working Capital
Cash al bank - Designated
Creditors: Amounts falling due within one year 12a
Met Current Assets
Total Assets less Curreni Liabilities
Creditors: Amounts faling due atter more than one year 12b
Provisions for Liabilities and Charges 13
Net Assets excluding pension deficit
Pension Deficit (FRS17) 18
Met assets after pension deficit
Deferred Capital Grants 14
Endowment Funds:
Expendable 15
Parmanent 15
Income and Expenditure Account Reserves
Revaluation Reserve 22
Earmarked Funds 16
Income and expenditure account excheding pension reserve 17
Pension Deficit 17

Income and expenditure account after pension deficit
Total Reserves
Total Funds

The notes on pages 21 to 31 form part of these Financial Statements.
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2010 2009
EODD E000
58,119 53,863
5a7 548
58,716 54,411
23177 20,844
140 140
547 760
2.400 2,855
B.493 8,042
11.580 11,797
(4.613) i5,122)
6,967 6,675
88,860 82,030
(100} (100
(830 (1,048}
87.830 80,882
{1.612) {1,437
B6.218 79,445
16,497 15,997
7,744 6,803
15,433 14,141
23,177 20,844
37,228 33,985
6,341 5470
4,587 4,546
(1.612) {1.437)
2,975 3,109
46,544 42 504
86,218 79,445




Academy Balance Sheet

Note 2010 2009
EQDQ E000
Fixed Asscls
Tangible Fixed Assets 9 44,801 4,301
Fixed Asgel Investmeants 10 587 548
45,398 40,849
Endowmenl Assets 10 23177 20,944
Current Assels
Stack 28 29
Dabtors 11 543 755
Cash al bank and in hand - Working Capital 2383 2,855
Cash at bank and in hand - Designated 8,433 B.042
11.447 11,681
Creditors: Amounis faling duge within one year 12a |4,581) (5,107)
Met Current Assets 6,866 6,574
Total Assels lass Current Liabilities 75,441 BB8,367
Provisions for Liabilities and Charges 13 (230} (1,048)
Net Assels 74511 67,319
Pansion Deficit (FRS17) 18 {1,612 {1,437
Met assets after pension dedicit 72,853 65,882
Deferred Capital Grants 14 3178 2434
Endowment Funds:
Expendabla 15 7,744 5,803
Parmanent i5 15433 14,141

23177 20,944

Income and Expenditure Account Reserves

Revaluation Reserve 22 37,228 33,925
Earmarked Funds 16 6,341 5,470
Income and expenditure account excluding pension resene 17 4,587 4,546
Panslion Deficit 17 {1612} {1,437}
Income and expandilure account after pension deficit 2975 3,109
Total Reserves 46,544 42,504
Total Funds 72889 65,882

The notes cn pages 21 to 31 form part of these Financial Statements.

The financial slatemeants approved by the Governing Body and authonised for issue on

25th Movembar 2010

Lord B =5 ?j"f
o A

Tony Travis
Chairman of the Financa & General Purposes Committes




Consolidated Cash Flow Statement

Net cash outflow from operating activities

Returns on investiment
Capital expenditure and financial investment

Cash (outflow)/inflow before use of liquid resources and
financing

Management of liquid resources
Financing

(Decrease)/increase in cash in the year

Reconciliation of Surplus for the year to Nel Cash Inflow from
Operating Activities

Surplus on continuing operations for the year

Adjustments for non cash items
Depreciation and impairment charges
Release of deferred capital grants
Increase in stock
Decreased{increase) in debtors
{Decrease)/increase in creditors
{Decreasal/increase in provisions
Profit on disposal of fived assets
Pension Fund non-cash movement

Reclassification
Endowment and Investment Return

Met cash outfllow from operating activities

Reconciliation of Met Cash Flow to Movement in Net Funds
(Decrease)/increase in cash in the year

Cash outfiow from long-term loan repayment

Cash [outiiow)/inflow from Bguid resources

Movement in net funds in the period

MNet funds at 1st August 2009

Met funds at 31st July 2010
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Note

2la
21a

21a
21a

21b

2010 2008
£000 E000
{553) {868)
1,153 1,475
(2,217} 2,453
(1,617 3,060
1.613 (2,6238)
- 18
(4) 440
1,044 363
531 497
(305) (306)
. (22)
213 (251)
(509) 592
{118) 24
(39) (at)
(217) (268}
{1,153) {1,475)
{553) (868)
(4) 440
- (18)
(1:613) 2.638
{1,617) 3,060
14,737 11,677
13,120 14,737




Consolidated Statement of Total Recognised
Gains and Losses

Surplus on continuing operations after transfers

Met additions to other reserves:
Musical Instrument Collaction Reserve
Fixed Asset Investment General Fund Revaluation/{ Devaluation)
Appreciation/{depreciation) of Expendable Endowment Asset Investmants

Endowment Income retained on Expendable endowments
Endowment Income ulilised on Permanent endowments
Mew Endowments received

Earmarked Funds

Actuarial loss in respect of RAM 1967 pension scheme

Total recognised gains for the year

Reconciliation

Opening reserves and endowments
Total recognised gains and losses for the year

Closing reserves and endowments

2010 2009
E000 £000
1,079 453
3,303 5,673
a0 {91)
1,823 (3.284)
a7 25
{72 {115)
445 861

- (1)

(392)  (1,208)
6.273 2,315
B3,448 61,133
B,273 2.315
69,721 63,448




Notes to the Financial Statements

Note 2010 2009
£000 000
1 Funding Council Grants
Recurrent Teaching grant 4,149 4,220
Recurrent Research grant 432 307
Other Special funding a78 555
Release of deferred capital grants (equipment) 11 "
5.570 5,093
2 Academic Fees and Support Grants
Full-time Home and EL a1 2,741
Full-time International 2,637 2,752
Junior & Intermediate 843 820
6,601 6,313
3 Research Grants & Contracts
Research Councils a5 219
95 219
4  Other Operating Income
Residences and catering 534 491
Other grant income 1,413 1,596
Release of deferred capital grants 14 294 205
Other operating income 2,612 2,067
4,853 4,449
5 Endowment and Investment Return
Income earned from Expendable Endowments 15 308 28
[ncome earmed from Permanent Endowments 15 624 B35
Sub-total Endowment Investment Income a3z 916
Other finance (costs)income - Pengion Scheme 18 (50) 4
Other interest receivabla 221 550
1,103 1,479
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Statf

Staff Numbers and costs

The average number of persons employed by the Academy and the graup during the year, expressed

as full-ime equivalents, are shown in the table below:

2010 2009 2010 2009

Staff nos  Staff nos Staff cosls Slaff cosis

FTE FTE £000 £000

Teaching 116 109 5,610 5,585
Support 9 B 411 359
Other Academic Services 12 10 453 422
Central administration and sarvices a5 36 1,876 1,778
General Education 15 15 491 480
Student/statt facilities 2 2 B5 a2
Premises 15 15 534 520
Catering and residence ] 5 183 162
Research Grants and Contracts 2 5 g2 161
212 205 9,725 9,559

Wages and Salaries 8822 8,670
Social Security Costs 609 588
Other Pension Costs 284 291
9,725 8,559

The number of staff, excluding the principal, who received emoluments (including taxable benefits but
excluding employar's pension contributions) in excess of £100,000 in the following ranges was!

2010

£110,001 - 120,000 1
Principal’s Emoluments 2010
E

Emoluments 139,454
Pension contributions 33.470

2009
1

2009

£
139,235
31,375

The Principal is required as part of his conlract to live on the Academy premises. The premises are an
integral part of the main Academy building and the apportioned costs associated with the Principal's

residence are £24 568 (2009 - £24,164),



a)

Other Operating Expenses 2010 2009
£000 £000
Teaching 730 698
Suppart 431 471
Other Academic Services az 93
Central administration and services 1.292 985
External audit - annual audit fee 42 43
- other fees ° 11 g
Internal audit a2 32
Subtotal Central Administration 1,377 1,069
General Education 1.814 1,756
Student/statt facilities 67 65
Premises 1,442 2,058
Long-term maintenance 250 224
Catering and Residence 440 424
Research Grants and Contracts 14 3
Shop trading costs - Academy Chimes 266 245
6,923 7,134
*External Auditors’ remuneration includes £39,245 (2009 £39.445) in respect of the Main Academy.
Tangible Fixed Assets
Consolidated Long Assels in the Musical
Leasehold Land Course of Instrument Other
and Buildings Censtruction Egquipment! Collection Collections Total
Cost or valuation £000 EQ0Q £000 EQOD £000
At 1st August 2009 22,892 514 1,968 33,925 2,105 61,409
Additions 1,211 273 - - 1,484
Disposals = (18) (E) = (22)
Transter {1.730) . - - -
Revaluation - - 2,309 3,308
At 31st July 2010 24,622 2,225 37,228 2,105 66,180
Depreciation
At 18t August 2009 1,684 - 37 7.546
Disposals (16) E (16)
Charge for the year - 157 - 53 531
At 31st July 2010 - 1,825 - 37 8,061
Met Book Value
At 318t July 2010 18,756 400 ar.228 1,735 58,119
At 315t July 2009 17,347 519 284 33,825 1,768 53,863
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9 Tanglble Fixed Assets

b)

10

Academy

Cost or valuation
At 1st August 2009
Additions

Disposals

Transfer
Revaluation

At 31st July 2010

Depreciation

At 1st August 2009
Disposals

Charge for the year

At 31st July 2010

Nel Book Value
At 31st July 2010

At 315t July 20089

Invesiments and Endowment Assets

At Market Value

At 1st August 2009

Purchases of investments

Proceeds from sales of investments
Appreciation/{depreciation) on disposalrevaluation

Change in current assels

At 31st July 2010

Represented by:
Fixed Interest Stocks
Equities

Property

Mher

Current Assels

Long Assels in the Musical
Leasehold Land Course of Instrument Other
and Buildings Ceonstruction Equipment Collection Collections Total
E£000 £000 £000 £000 E00Q EO0DD
8,482 519 1,872 33,925 05 45803
1.211 274 - . 1,485
' - (16} (8) (22)
1,730 {1,730) - g :
- . 3,308 3,308
10,212 2,230 37.228 905 50,575
3681 1,684 137 5,602
* {186) = . (16)
108 157 - 23 288
3,789 1,825 160 5,774
6,423 405 37.228 745 44,801
4,801 519 288 33,825 768 40,31
Consolidated and Academy
Fixed Endowment Total
Assels Assets Investmenis
£000 E000 £000
548 20,944 21,492
88 5,347 5,435
(89) (3,324) (3,413)
50 1,823 1.873
- {1,613) {1,613)
597 23,177 23,774
7 2910 2987
343 12,906 13,249
7 2877 2,954
100 2,157 2,257
- 2,327 2,327
597 23,177 23,774
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11 Debtors

12
a)

b)

13

Trade Debtars
Prepayments and accrued income

Creditors: Amounts falling due within one
year

Trade Creditors

Fees in Advance

Deterred revenue grants and donations
{specific purpose)

Amounts owed lo subsidiary undertakings
Taxation and social security

Ciher Creditors & Accruals

Creditors: Amounts falling due after more
than one year

Loan from Chimes Consultancy

Consolidated Academy Consolidated Academy
2010 2010 2009 2009
£000 £000 £000 £000

216 212 167 162
331 33 593 583
547 543 760 755

Consolidated  Academy Consolidated Academy
20710 2010 2009 2009
£000 £000 £oGo £000

12 - &4 53
1.857 1,657 1.355 1,355
1,620 1,620 1,469 1,469

- '| A 1

241 241 261 261
1,183 1.162 1,973 1.968
4,613 4,581 5.122 5,107

Consolidated Academy Consolidated Academy
2010 2010 2009 2009
£000 £000 £000 £000

100 100
100 100

The lcan from Chimes Consultancy shown in Note 12 is interest free and unsecured. Chimes Consultancy
manages tha Academy Chimes shop. The loan is used to purchase stock for the shop which commenced
trading on 15t August 2006, This loan is repayable in full at the end of the management agreement which

has no fixed termination dafte.

Provisions for Liabilities and Charges

Long-Term Maintenance Provision

At 151 August 2009
Transferred from Income and Expenditure

Account
Expendilure

Al 31st July 2010

Consolidated
& Academy
1,048

250

(368}
930
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14

Deterred Capital Grants Consolidated Academy
Funding Other Total Funding Other Total
Council Grants Council Grants
£000 £000 £000 E0D0 £O00 £000
Al 15t August 2009
Bulldings . 12,772 13,772 - 1,220 1,229
Equipmant 283 1,942 2,225 283 922 1,205
Total 283 15,714 15,997 283 2,151 2.434
Cash recelved:
Buildings 229 229 - 229 229
Equiprmant 576 576 : 576 576
Total BOS BO5 B05 BOS
Released 1o Income and Expenditure:
Buildings - 234 234 - 20 20
Equipment 11 &0 71 11 30 41
Total (notes 1 and 4) 11 294 305 11 50 B1
At 31st July 2010
Buildings - 13.767 13,767 = 1,438 1,438
Equipmant 272 2,458 2,730 272 1,468 1,740
Taotal 272 16.225 16.4497 272 2908 3178
Endowmenl Funds Consolidated and Academy
Unrestricted Restricted Subtotal Restricted Grand
Expendable Expendable Expendable  Permanent Total
£000 £000 il £000 £000
Capital
At 1st August 2009 5212 1.376 6,588 13,682 20,270
Reclassification to Accumulated Income - {24} 124)
At st August 2009 5212 1,376 6,588 13,658 20,246
Depraciation of andowmant assel invesiments 467 141 608 1,215 1.823
Mew endowments recaived g3 233 298 149 445
At 31st July 2010 5,742 1,750 7482 15.022 22,514
Accumulated Income
At 1st August 2009 216 215 459 674
Reclassilication from Capital . 24 24
At 15t August 2009 - 215 215 483 [FE]
Investman income 239 ] 308 624 832
Expenditure (23%) {32} 1271) G956} (S5
Transfer fromd/{to) Income & Expandilure = ar ar [72) [35)
At 31st July 2010 252 252 411 G563
Total Funds
Al 15t August 2009 5212 1.591 6,803 14,1441 20,944
At 3ist July 2010 5,742 2,002 7.744 15,433 23477




16 Earmarked Funds - Academy and Consolidated

17

At 1st August 2009

Transfer from Income and Expendilure Account (note 17)

At 31st July 2010

Consolidated
& Academy

£000

5,470

8M

6.341

The Earmarked Funds represent amounts identified by the Academy out of Income and Expenditure Account
surpluses for specific items of expenditure in fulure accounting periods.

Income and Expenditure Account

At 1st August 2009

Revaluation of Fixed Asset Investments
Transfer to Earmarked Funds (note 16)
Surplus for the year

Acluarial loss

At 31st July 2010

27

Consolidated & Academy
Excluding RAM 1967
pension pension
scheme scheme Total
£000 £000 £000
4 548 {1,437 3,109
&0 . 50
(B71) - (871)
862 217 1,079
- (392 (392
4,587 (1.612) 2,975
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FRS17 Retirement Banefits disclosures

Superannuation contribulions are paid aither to the Teachers' Fensions Scheme (TPS) for teaching stalt, of to & Group Personal Pension Scheme
(GPPS) lor administrative stafl, The assets of these schemes ane held separately Irom the aszets of the Academy in independently edministered
funds. The Royal Acadermy of Music Pension Schome 1967 for administrative staff was clesed to fulune acoruals of pension bensfit on 315t March
2005, however, the scheme continees to be operated by the Prudential Assurance Gompany and the Acedemy is undertaking deficit funding.

200 2009
Total pension cost lor the year was: £000 £000
Teachars Pension Scheme: employer’s contributions paid 188 191
Group Personal Pension Scheme: employer's coninibulions paid 106 100
Roval Academy of Music Pension Scheme 1867: nat charge to Income &
Expenditure account 50 -
Total pension cost 344 284

Teachers' Pension Scheme

The Teachers' Pansian Scheme (TPS) s a statulory, contributory, defined benafit scheme. The regulations under which the TPS operates are 1ho
Teachers' Pensions Regulations 1997 as amended. These regulations apply to teachars in schools and other sducational establishments in England
and Wales maintained by local authorities, o teachers in many independent and voluntary-aided schools, and to feachers and lecturers in
establishments of lurther and higher education. Membership is automatic for full-time teachers and lecturers and from 18t January 2007 automatic too
for teachars and lecturers in pan-time employment following appointment or a change of contract. Teachers and lecturers are abée to opt out of the TPS.

Although teachers and leciurers are employed by various bodies, thelr retirement and other pension benefits, including annual increases payable under
the Pensions {Increase) Acts aro. as provided for in the Superannuation Act 1972, paid cut of manies provided by Partiament. Uinder the untundad TPS,
teachars’ contributions on a “pay-as-you-ge” basis, and amplayers' contrbutions, ase crediled 1o the Exchequar under arangements governed by the
above Act.

The Teachers’ Pensions Regulations require an annual account, the Teachers' Pension Account, to be kept of receipts and sxpenditurg {ircleding the
cost of pansions’ increases). From 1st April 2001, the Account has been credited with a real rate of retum {in excess of price increases and currently sel
at 3.5%), which is aquivalent to assuming that the balance in the Accaun is invested in notional investmants that produce that real rate of refum.

Mot lass than every four years the Govermnmant Actuary (3A), using normal aciuarial prnciples, conducts a formal actuarial review of tha TPS, The
gim of the review is to specify the leval of future contributions. The contribution rate paid into the TPS is assessed in two pants. First, 2 standard
contribution rate (SCR) is determined. This is the coniribution, expressed as a perceniage of the salaries of teachers and leciuners in sanace or
entaring sarvica during the period over which the comribution rate appibes, which if it were paid cver the entire active service of these teachers and
leclurers would broadly defray the cost of benefits payable in respect of that sarvice. Secondly, a supplomentary contribution is payable i, as a result
of the actsarial investigation, it Is found that accumulated |labdiies of the Account for benedits to past and present teachers, are not lully covered by
standard contribulions to be paid in future and by the rotienal fund buill up from pas: contibutions. The total contribution rate payabde is the sum of
the SCR and the supplemantary contribution rata

The last valuation of the TPS related to the penod 151 Aprl 2001 to 318t March 2004, The GA's report of October 2006 revealed that the total labilices
ol the Scheme (pensions currently in payment and the estimated cost of fulure benefits) amounted to £166,500 millions. The value of the assats
{estimated fuiure contributions together with the proceeds from the notional imvestments held at the valuation dale) was £163,240 millons. The
assumed real rate of returm is 3.5% in excoss of prces and 2% in excess of eamings. The rate of real eamnings growth is assumed to be 1.5%. The
aszumed gross rale of return is 6,5%.

A from 15t January 2007, and as part of the cost-sharing agreomant batween employers’ and 1eachers” mpresematves, the SCH has been assessed at
18,75%, and the sugplamentary contribution rale has been assessed io be 0.75% (1o balanco assets and labilities as required by the regulations within
15 years); & 1o1al contribution rate of 20.5%. This franslates into an employes contribution rate of 6.4% and employer contribulion rate of 14.1% payabla.
The cost-sharing agreement has also inroduced — effective for the first time wilh effect frem the 2008 valsation — @ 14% cap on employer contributions
payable.

Royal Academy of Music Pension Scheme 1367

The Asademy operates a funded defined banafil schema which is managed by the Prudential Asserance Company Lid and was closed 1o future accruals
of pension benalit on 315t March 2005, The Academy is funding the scheme deficit with minimum contibutions of £267,000 pa. Scheme liabilines have
been valued wsing the projected unit methed. The astuarial valuation as at 1stJanuary 2007 was updated 1o 31st July 2010 for FRS1T purposes.

Main assumptions used by the actuary in valuing liabilities : As al 31st July 2010 As at st July 2009
Discaunt rale B.at 8.0%
Inllation A.10% 3.30%
increases to delered pensions in excess of GMP belore retirermant 5% 5%
Increases 1o pensions in payment for all membors in respect of service up 1o

315t December 2003 5% 5%"
Incroase 1o Pension in payment {or all mambers in respect of service aftar

15t January 2004 2.70% 2.90%

*Fixed rates in rules of schema

Tha current morality assumptions includa sulficient allowance lor luture improvements in morality ralgs. The assumed e expectanons on remament ai
age B5 arg:

As at 31st July 2010 As at 315t July 2009
Retinng today Males 2.0 22.02
Females 25.00 24.91
Retlelng in 20 years  Males 2310 310
Females 25.90 25.90
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18 etd Analysis of amound charged fo opoerating prodil 2010

Cuairent sanice cos

Tatal operating charge

The: tobad comond sorace cost reprognis the sapenses incured m unming the scheme,

Analysis ol amount (charged)credited to other linance ncome 2070 2009

Eoog Lo
Exppeiog rumn on penson schame aasets 4p2 516
Intewest on pergicn scheme habboes (532) {513
Nat eharge (Mate 5) {50 4

Analysis of amouni recognised n slatemant of

iotal recognised gains and losses [STAGL) 2010 2009
Loog foog
Achunl retun ke expecied ronem on perdion stheme aisets T (305)
Expersnce gaing and losses arising on schme lacdhes .103) o)
Changes in assumpbons uncerying he present vake of e
schemae Enbdikes
Actunsial gainioes) recognised in STRGL (397 i1.208)
Mavement i deficit assets ond llabililies during the yosr 200 2Ma b ] 2009 Hos 2009
cogg oo fnilei] £0op £000 E000
Assets Lishilities Hat Assets Liabilities Mat
Drebicit in scheme 8t beginring of the year 7578 g8.m5 (1,437 ¥.350 T.E00 (500}
Memimart bn yoo
Cuamom sanvice cosl : * 2 (2}
Centributions 267 . 87 287 - 267
Pail service cost - - . - .
Cthor fnascs incomaifchasge} a@e B3z {50} 516 5812 4
Banede pald {a00) {200 : (2530} {280} £
Actizanad gainoss] 711 1,103 (252 (305} a0 {1,208}
Daficit in schime ot and ol The year B, 758 10,350 {1,612 T.578 9,015 [1.437)
Annlysis of Scheme Asasts Long Long
lerm ROR term ROA
expehod expecied
Cash Accummilaion Pokey B.15% 408 B90% 3,193
Socured penmons in paymen 5.0 &,720 B.00% 4 3RS
8,738 7578
History of experienos gaing and losses 2010 2009 2008 2007 2006
Experience adjustmams on scheme rssels
Amind {BH00} T (305 (458} (235) (224}
Porceringe of scheme nssets A% -4 0% -B.2% “3.1% =3.0M%
Experfence adjustmants on schame llabliitles
Admuunt (E000) L103 1 11,137) (548) {279}
Farcantage of sehame kabiltes: 10.7% 10.0% ~1d. 4% B 30
Totsl amount recognised in siatemen of
recopnised gains and losses
Amoun] (C000) 382y (1.206] &79 an 25
Paceniagn of schomp labilties -4.8% “13.4% B.6% a45% 065
History of Defined Baneit Scheme
Presord Yalue af Definsd Benedt Obdgatan 10,350 8,015 7490 B840 9237
Fair Vialss of Schome Atiets B, 738 T.ETE 7380 TATS 7.478
Surplus/(defici]) arisng in e schame (1,612 [1.437) {500) (1.268) {1,755}

Group Personal Pension Schome

A Geoup Pesenal Pension Scheme (GPPS) was stamed on 1 Aprl 2005 for afl Adwirsstration Sinf. This scheme = a defined contribulion schame with
ampoyEe Ard #mpioyer cominbulang being based on length of senvice. Thene wers no contibubions outstanding ar prepaid of e balancs shesi oile and the
ampun of orgloyer contribulicns pad during the year wore £106.45¢ (200809 £100,380)
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a)

Capital Commitlments Consolidated
2010

E00Q

Capital Commitments contracted for al
3151 July 2010

Academy Consolidated

2010 2009
E000 E000
1,265,878

Academy
2009
E000

1,265,878

Lease Obligations

Al 31st July 2010, the Academy and its group had annual commitments under non-cancellable

operaling leases expiring as follows

Land and Buildings
Expiring within ong year
Expiring in over five years

Other

Expiring within one year

Expiring between one and two years
Expiring between two and five years
Expiry in over five years

Motes to the Cash Flow Statement
Gross Cash Flows

Interest and investment income
Bank [nterest receivad
Endowment income

Het cash inflow from returns on investment

Capital expenditure and financial investment
Purchase of langible fived assels

Payments to acquire fixed asset invesiments
Paymenis to acquire endowment assel investments

Total payments to acquire fixed/'endowment assets

Receipts from sale of tangible assets

Receipts from sale of fixed assel invesiments
Receipts fram sale of endowment assel investments
Daterred capital granis received

Mew andowments received

Het cash (outflow)inflow from capital expenditure
and financial investment

Management of Liquid Resources
Movement on endowment curment assets

Het cash (outflow)inflow from management of liquid
resources

Financing
Increasa in long-term loan

Met cash (outflow)inflow from financing

30

2010 2009
£000 £000
27 44
az27 275
354 319
. 2
20 .
19 33
- 1
34 36
2010 2009
£oo0 E0DD
22 559
832 a15
1,153 1,475
(1,484) (361)
(88} (135)
{5,347) (2,994}
(6,819) (3,680)
39 M
8a 134
3,324 4,861
805 256
445 861
(2217} 2,453
1,613 (2 638)
1,613 (2 638)
18
- 18
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b)

Notes to the Cash Flow Statement ctd

Analysis of changes in net funds

Cash at bank and in hand
Endowment current assets

Dabt due after more than ong year

Revaluation Reserve

At 1st August 2009
Disposal During Year
Revaluation of Musical Instruments

At 315t July 2010

Net Funds Net Funds
at 1st Cash al 31si
August 2009 Flows July 2010
£000 EQoQ FOO0
10,897 i) 10,893
3,840 {1.613) 2,327
14,837 (1,617) 13,220
{100} - {100)
14,737 {1,617) 13,120
Consolidaled and Academy
Musical
Fixed Asset Instrument Tolal
Investment Collection Revaluation
Reserve Reserve Reserve
£000 E000 £000
- 33,825 33,925
E (8} {6}
- 3,308 3.309
- 37 228 37,228

The Musical Instrument Collection reserve represents an estimate of the current market value of
the collection of Musical Instruments donated to the Royal Academy of Music, including
instruments purchased by the Academy using funds donated for this purpose. Valualions are
undertaken by J & A Beare Vielin Dealers and Resforers every year for the most valuable ilems
and all other stringed musical Instruments were revalued internally in 2009. The collection is

revalued in accordance with FRS 15.

Additional Disclosure Items
Access Funds

HEFCE grants
Disbursed to Students

At 31st July 2010

2010 2009
£000 £000
9 10
(8) {10)

Access grants are available solely for students; the Academy acts only as a paying agent. The
grants and related disbursements are therefore excluded from the Income and Expenditure

Account.

Related Party Transactions

There were no relaled party transactions.

H








