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The Royal College of Art is the 
world’s most influential wholly 
postgraduate university for 
the study of art and design. 
The RCA has a distinctive role 
in preparing its postgraduate 
students for careers in art, 
design and the creative sector 
– indeed the College is widely 
viewed as a crucible of the 
creative industries. In 2011/12 
it had almost 1,100 students 
enrolled, approximately 
25 per cent of whom came 
from countries outside the EU.

The College is an exempt 
charity, which operates under 
the terms of a Royal Charter. 
The current Charter was 
granted in 1967, although the 
College was originally founded 
in 1837 – at that time it was 
known as the Government 
School of Design. This year 
is the 175th anniversary of the 
College’s foundation, and an 
exhibition and other events 
to mark the occasion will take 
place during the 2012/13 
academic year. 

The College has governance 
arrangements that are similar 
to those of pre-1992 English 
universities. It is funded by 
the Higher Education Funding 
Council for England (HEFCE), 
which also acts as the College’s 
regulator under the terms 
of the Charities Act 2006. 
The College’s accounts are 
required to follow the format 
laid down in the 
�	�������
�����������
�
���	�������
�����������������������	�
�
��������
��	���� (SORP).

Estates Masterplan
The College agreed a new 
strategic plan in 2010, 
and this was complemented 
with an Estates Masterplan, 
drawn up in conjunction 
with Haworth Tompkins, 
the architects who designed 
the College’s Battersea 
North Site development. 
The Masterplan was agreed 
by Council in November 2011. 
It provides a blueprint for the 
reconfiguration of space in the 
College’s Kensington buildings 
following the completion of the 
Battersea development and 
also provides accommodation 
for new academic programmes 
that the College plans to 
offer and for the expansion 
and reconfiguration of support 
services, the library and 
administrative functions.

The Dyson Building, which 
forms the largest element 
of the Battersea North 
development, reached practical 
completion in early March. 
InnovationRCA moved in to the 
purpose-built incubator spaces 
in April and the remaining areas 
of the building were occupied 
during the summer vacation. 
It was formally opened by Sir 
James Dyson on 24 September 
2012. 

In November 2011 Council 
agreed in principle to proceed 
with the construction of the 
Woo Building, which forms 
the third and final phase of the 
Battersea North development. 
This will be financed through 
a donation of £1.5 million from 
Sir Po Shing and Lady Helen 
Woo and additional borrowing 
of £4 million, with the balance 
coming from the College’s 
reserves. The total cost of 
the Woo Building is expected 
to be just over £13 million. 
The project has now reached 
RIBA stage E and tenders 
are being sought for the main 
construction contract. It is 
expected that Council will be 
asked to give final approval to 

the project in November 2012 
and construction will start on 
site in early 2013. The current 
project programme suggests 
that practical completion will be 
achieved in late 2014, although 
this is subject to negotiation 
with the successful contractor.

Funding
During the year HEFCE made 
a series of announcements 
about future funding following 
the increase in undergraduate 
fees, which came into effect 
for new students this autumn. 
Funding for postgraduate 
taught courses has continued 
on an interim basis (it had 
originally been expected 
that this funding would 
cease), and HEFCE has 
also continued the College’s 
targeted allocations 
(institutional premium) funding 
at approximately the same 
level in 2012/13 as that which 
applied in the previous year. 
A review of the system of 
targeted allocations has 
been announced. The review 
is taking place this autumn 
and the outcome will be 
known in December 2012. 
Institutions were asked to 
make submissions to the 
review panel by 1 October 
2012 and the College duly 
made its case. The review 
is about the detailed working 
of the system, not about the 
principle of having targeted 
allocations. The review panel 
will base its decisions on 
three criteria – high cost, 
distinctiveness of academic 
provision and additional public 
value. The College has made a 
robust case for funding on the 
basis that its activity clearly 
fulfils all three of these criteria. 

Treasurer’s 
Report for the 
Year Ended 
31 July 2012



Applications for places at 
the College remain strong, 
particularly from overseas 
students. The number of 
students enrolled increased 
last year to 1,062 and a 
further increase is expected 
in 2012. The completion of 
the Dyson Building means 
that the College has additional 
space to accommodate the 
extra numbers. The College 
has increased its home/
EU fees to £9,000 in 2012. 
This figure was chosen as it 
is the maximum fee allowed at 
undergraduate level (although 
as a postgraduate institution 
the College is not bound to set 
fees below this level). However, 
the effect of increased tuition 
fees at undergraduate level on 
the ability of students to finance 
postgraduate study is not yet 
known and the College does 
not intend to increase home 
fees again until at least 2015, 
by which time the higher 
undergraduate costs will have 
worked their way through to 
all home/EU students. 

Results for the Year
The consolidated income and 
expenditure results for the year 
to 31 July 2012 show a surplus 
of just under £1 million. This is 
lower than the previous year’s 
figure but represents a very 
comfortable margin bearing 
in mind the difficulties in the 
general economic climate. 

Income from HEFCE grants 
fell by £1 million during the 
year, but this was more than 
made up by a £2m rise in fee 
income. Income from other 
sources fell slightly, reflecting 
the difficult economic climate 
and recent uncertainty over the 
tax relief available on private 
donations. Payroll costs rose 
modestly – this reflects an 
increase in headcount, which 
has been necessitated by the 
increased number of students 
studying at the College. 
Non-staff costs also rose – the 
main reason for this increase 
was the substantial increase 
in expenditure on premises due 
to the summer refurbishment 
programme. 

The College’s balance sheet 
remains strong – general 
reserves have increased 
to just under £10 million and 
cash reserves remain above 
£11 million, despite capital 
expenditure of just under 
£8 million being incurred 
during the year. 
 
Investments
The College set up an
Investment Committee in 
2010/11. The Committee is 
chaired by John Studzinski 
and is charged with setting 
investment policies for the 
College’s endowments and 
cash reserves and monitoring 
their implementation. 
The Committee reviewed 
the College’s investment 
management arrangements 
and decided that the funds 
previously invested in 
iShares, amounting to just 
under £5 million, should 
be transferred to an active 
manager. A competitive 
process was undertaken 
and it was decided that the 
funds should be invested in 
the Baring Dynamic Asset 
Allocation fund. The rest of 
the College’s portfolio remains 
under the management of 
Ruffer Investment Management 
LLP. 

Payment of Creditors
The College is fully committed 
to the prompt payment of 
its suppliers’ invoices, and 
aims to pay in accordance 
with contractual conditions, 
or where no such conditions 
exist, within 30 days of receipt 
of invoice or of the goods 
or services concerned. 

Risks
The College has a well-
developed risk register 
that is reviewed by the Audit 
Committee at each meeting. 
The most significant risk on 
the register at the end of the 
2011/12 financial year is the 
possible effect of increased 
costs at undergraduate level 
impacting on the willingness 
of students to apply for 
postgraduate study. Other 
important risks are the 
threat to student recruitment 
represented by the economic 
difficulties in Europe and 
increasing costs and continued 
uncertainty about the size and 
timing of reductions in public 
funding for the College. Action 
is being taken to mitigate these 
risks inasmuch as it is in the 
College’s power to do so. 

Subsidiaries
During the year the College 
continued to use a subsidiary 
– RCA Design Group Ltd – 
to act as the developer of 
the Dyson Building on the 
Howie Street North site. 
This arrangement has been 
made necessary in order 
to safeguard the College’s 
position in respect of the 
recovery of input VAT on the 
project. The College also has 
a dormant subsidiary company 
– Lion & Unicorn Press Ltd.

Conclusion
The HE sector in the UK is 
undergoing unprecedented 
change and financial pressure. 
However the College remains 
in a strong market position 
and has an agreed strategy 
to take it forward over the 
next few years. 

Eric Hagman CBE 
Treasurer
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Sources of Income

	 Other (%)

	 HEFCE grants (%)

Income

	 Fee income (£ m)

	 HEFCE grants (£ m)

Total Salary Costs

	 Total salary costs (£ m)

	

Total Non-staff Costs 	

	 Total non-staff costs (£ m)

	

Total Net Assets

	 Total net assets (£ m)

	

Income/
Expenditure

2007/8

2007/8

2007/8

2007/8

2007/8

2008/9 2009/10

2008/9 2009/10

2008/9 2009/10
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2008/9 2009/10

2010/11 2011/12
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2010/11 2011/12

2010/11 2011/12
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15
10
5
0

20
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0

For full Accounts, please see 
www.rca.ac.uk/accounts
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Income

Consolidated Income 
Account for the Year Ended 
31 July 2012 (£’000s) 
 Funding Council Grants 
 13,479
 Tuition Fees &Education Contracts  
 11,695
 Research Grants & Contracts 
 1,547
 Other Operating Income 
 4,537 
 Endowment & Investment Income  
 441

Total Income

Statement of Historical 
Cost Surpluses and 
Defi cits for the Year Ended 
31 July 2012 

Surplus after Depreciation of Assets 
at Valuation

Diff erence Between the Historical Cost 
Depreciation Charge and the Actual 
Depreciation Charge for the Year
Calculated on the Revalued Amount

Historical Cost Surplus

Expenditure

Consolidated Expenditure 
Account for the Year Ended 
31 July 2012 (£’000s) 
 Staff  Costs
 13,581
 Other Operating Expenses
 15,298
 Depreciation
 2,069
 Interest & Other Finance 
 Costs
 218

Total Expenditure

(Deficit)/Surplus

Surplus (£’000s) 

Operating Surplus

Surplus on Continuing Operations 

Surplus Transferred to 
Accumulated Income in Endowment 
Funds

Surplus for the Year 

2011/12

31,699

533

1,342

£1,875

1,064

1,342

£2,406

2011/12

31,166

2011/12

533

533

448

981

1,064

1,064

363

1,427

2010/11

30,639

2010/11

29,575

2010/11

Income

Consolidated Income 
Account for the Year Ended 
31 July 2011 (£’000s) 
 Funding Council Grants 
 14,496
 Tuition Fees &Education Contracts  
 9,379
 Research Grants & Contracts 
 1,577
 Other Operating Income 
 4,662 
 Endowment & Investment Income  
 525

Total Income

Statement of Historical 
Cost Surpluses and 
Defi cits for the Year Ended 
31 July 2011 

Surplus after Depreciation of Assets 
at Valuation

Diff erence Between the Historical Cost 
Depreciation Charge and the Actual 
Depreciation Charge for the Year
Calculated on the Revalued Amount

Historical Cost Surplus

Expenditure

Consolidated Expenditure 
Account for the Year Ended 
31 July 2011 (£’000s) 
 Staff  Costs
 13,111
 Other Operating Expenses
 14,497
 Depreciation
 1,754
 Interest & Other Finance 
 Costs
 213

Total Expenditure

(Deficit)/Surplus

Surplus (£’000s) 

Operating Surplus

Surplus on Continuing Operations 

Surplus Transferred to 
Accumulated Income in Endowment 
Funds

Surplus for the Year 



Summary Consolidated 
Balance Sheet as at 
31 July 2012 

Fixed Assets
Tangible Assets
Other Fixed Asset Investments

Endowment Asset Investments

Current Assets
Stock 
Debtors 
Investments 
Cash at Bank and in Hand

Total Current Assets

Creditors: Amounts Falling 
Due Within One Year

Net Current Assets

Total assets less current 
liabilities

Creditors: Amounts Falling 
Due After More Than One Year

Net Assets

Represented by: 

Deferred Capital Grants 

Endowments 
Expendable
Permanent
Total Endowments 

General Reserves 
Revaluation Reserve
General Reserves Excluding 
Pension Reserve

General Reserves
Total 
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Balance Sheets
as at 31 July 2012

2012
(£’000s)

2011
(£’000s)

83,332
551

14,140

66
1,571

11,055
5

12,697

5,937

6,760

104,783

8,818

95,965

18,944

4,534
9,606

14,140

53,027

9,854

9,854
95,965

17,667

4,237
9,740

13,977

54,369

7,531

7,531
93,544

6,658

11,416

103,400

9,856

93,544

77,528
479

13,977

83
2,729

15,240
22

18,074



We have examined the 
summarised financial 
statements of the College 
for the year ended 31 July 2012 
which comprise the Summary 
Group Income and Expenditure 
Account and the Summary 
Group Balance Sheet, which 
are set out on pages 54 to 
56 of the College’s Financial 
Report and Summary 
Accounts. The summarised 
financial statements are 
non-statutory accounts 
prepared by the Council for 
the purpose of inclusion in 
the Financial Report and 
Summary Accounts.

This statement is made, 
in accordance with our 
engagement letter dated 
6 June 2008, solely to the 
College, in order to meet the 
requirements of paragraph 
36 of the 
�	����������
��������
�
���	�������
�����������������������	�
�
��������
��	���� (2007). 
Our work has been undertaken 
so that we might state to the 
College those matters we have 
agreed to state to it in such 
a statement and for no other 
purpose. To the fullest extent 
permitted by law, we do not 
accept or assume responsibility 
to anyone other than the 
College for our work, for this 
statement, or for the opinions 
we have formed.

Respective Responsibilities
of the Council and Auditor
The Council has accepted 
responsibility for the 
preparation of the summarised 
financial statements in 
accordance with paragraphs 
29 to 35 of the 
�	�������
�����������
�
���	�������
�����������������������	�
�
��������
��	���� (2007). 
Our responsibility is to 
report to the College our 
opinion on the consistency 
of the summarised financial 
statements on pages 54
to 56 within the Financial 
Report and Summary Accounts 
with the full statutory annual 
Financial Statements.

We also read the other 
information contained within 
the Financial Report and 
Summary Accounts and 
consider the implications for 
our report if we become aware 
of any apparent misstatements 
or material inconsistencies 
with the summarised financial 
statements.

Basis of Opinion
We conducted our work having 
regard to Bulletin 2008/3 
����	�
���������	��������������
����	�����	���	����	�������
������������
�����
�� issued 
by the Auditing Practices 
Board. Our separate report 
on the College’s full statutory 
annual Financial Statements 
for the year ended 31 July 2012 
describes the basis of our 
audit opinion on those financial 
statements.

Opinion on Summarised 
Financial Statements
In our opinion, the summarised 
financial statements set out on 
pages 54 to 56 are consistent 
with the full statutory annual 
Financial Statements for the 
year ended 31 July 2012.

Neil Thomas 
for and on behalf 
of KPMG LLP
Chartered Accountants 
15 Canada Square
Canary Wharf
London
E14 5GL
22 November 2012 
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Independent Auditors’
Statement



 ‘The objects of the College 
are to advance learning, 
knowledge and professional
competence particularly 
in the fi eld of fi ne arts, in the 
principles and practice of art
and design in their relation
to industrial and commercial 
processes and social
developments and other 
subjects relating thereto 
through teaching, research 
and collaboration with 
industry and commerce.’ 
Charter of Incorporation 
of the Royal College of Art,
28 July 1967
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