FINANCIAL STRATEGY
Introduction
1
The primary purposes of this Financial Strategy are to ensure that the
College remains sustainable and financially viable in the long term and to ensure
that it meets the objectives set out in the Strategic Plan which was approved by
Council in. November 2010. The Financial Strategy is also intended to assist the
College in meeting the challenges posed by the reduction in government funding
for HE that have been announced recently whilst maintaining its productive
capacity, to finance development and investment, and to evaluate risks and
strategic alternatives.
2
In the past few years the College has successfully overcome two major
financial challenges. We have dealt with our pension deficit – which in 2009 was
more than £21m – through the merger of the former RCA pension scheme with
SAUL, and we have succeeded in raising the capital cost of the Dyson Building at
Battersea (by coincidence this figure is also £21m). Our success in dealing with
these issues has transformed the College’s position in both financial and estates
terms and has left us in a strong position to cope with the reduction in public
funding for HE. We have additional space to enable us to expand out student
numbers and our cost base is no longer threatened by unmanageably large
increases in pension contributions.
3
The main strategic financial issues which now face the College can
usefully be divided into two discrete areas for planning purposes. These are the
College’s operations – in particular the challenges posed by our expansion plans and the need to raise funds to complete the Battersea North Site project with the
construction of the Woo Building.. The detailed list of objectives set out in the
strategic plan, and our progress toward them, is set out in the appendix.
Operational Finances
4
The College has achieved surpluses on its income and expenditure
account in every year since 2001, and general reserves now stand at £4.7m (after
the payment of £11.7m to SAUL in respect of the pension deficit). At first signht
this might seem a reasonably healthy position, but we need to bear in mind that
the College’s estate requires significant improvement. A start has been made,
with the Darwin Building refenestration in 2006, but more needs to be done and
much of this work will need to be financed through revenue surpluses since our
Financial Strategy, June 2011

1	
  

external fundraising will be directed toward the Battersea development. Current
projections suggest that we will need to spend some £2.5m on our heating and
boiler systems over and above routine maintenance over the next few years.
Other works required include new lifts, roofing, and testing and repair of the seals
to the concrete cladding panels on the Darwin/SCR buildings.
5
The College remains dependent on public funding (defined as HEFCE
grants plus home fees) for the bulk of its income and this dependence increased
in recent years. In 1997 these sources accounted for 54% of our income, but by
2007 this had increased to 66%. Since then it has begun to decline – in 2010-11 it
is expected to be around 60%. By 2015 it could fall to 25% or even less – this will
mean large and rapid changes in our fees and increased numbers of students. In
this context it is fortunate that student places at the College remain heavily
oversubscribed, but the College could be vulnerable a severe downturn in the
demand for postgraduate study in art and design if the new undergraduate
financing regime acts as a disincentive to postgraduate study. In this context it is
particularly necessary that the College seeks to maintain its bursary funding and
maximizes its fundraising efforts as well as allotting a share of general income to
provide bursaries for talented students of limited means.

Battersea North Site
7
The Battersea North Site Development and the capital fundraising
campaign form the biggest project that the College has undertaken for a
generation. The total estimated cost of the entire project is £37m - £4m for phase
1, £21m for phase 2 and £12m for phase 3. Funding for phases 1 and 2 (the
Sackler Building and the Dyson Building)has already been raised. From the point
of view of the financial strategy the most significant factors are that we do not
embark on any construction work before we are sure that the funding is in place
and that we ensure that the project is sustainable, and that there is no material
adverse impact on the College’s income and expenditure position. It will also be
necessary to review the allocations of space within the buildings to see how
space can be found for additional students over and above the planned numbers
whilst at the same time ensuring that the quality of the student experience is not
unduly compromised.
8
Another issue that could be raised by the Battersea Development is the
possibility of borrowing to finance some of the costs. If the fundraising campaign
succeeds in raising the bulk, but not the whole, of the amount required the
College may wish to consider whether the gap should be closed by borrowing.
This might involve identifying security that could be offered to a lender and also
additional income which could be used to repay the loan. However the College’s
current borrowing (for the SAUL payment) is quite large in relation to our income
(above the sector average) and it is not certain either that HEFCE would approve
further borrowing or that a financial institution would be willing to advance it.
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Key Strategic Aims
11
The key aims of the College’s financial strategy are as follows:To achieve annual surpluses on the income and expenditure account which are
sufficient to ensure that the College is financially sustainable and can invest in its
infrastructure so as to maintain the quality of the student experience ;
To increase the proportion of the College’s income which is derived from nonpublic sources in order to work toward a more “mixed economy” approach;
To maintain the College’s reputation for unrivalled quality and excellence as this
is the best way of safeguarding our future in a world of increasing student debt;
To raise sufficient capital money to complete the Woo Builidng without the
project impacting adversely on the income and expenditure account. This means
that the project will not have a negative contribution when completed and, if
borrowing is agreed to finance part of the construction cost, then income
generated through the project (either at Battersea or Kensington) will cover the
cost of the borrowing;
To facilitate the expansion of student number to 1500 fte by 2015 in accordance
with the College’s strategic plan;
To ensure that the College complies with all appropriate audit standards, costing
and pricing (TRAC) standards and other rules and regulations;
To ensure that the financial strategy is integrated with the College’s overall
strategy;
To ensure that key financial risks are identified and managed appropriately.
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APPENDIX – KEY FINANCIAL PEREFORMANCE INDICATORS IN
COLLEGE STRATEGIC PLAN
Short Term:
• Meet the negative impact of VAT increase (ie £200,000 pa) via new
income or cost savings.
• Meet the expected reduction in HEFCE grant over four years. The College
expects to lose all its core teaching funding (£1.8m) and a significant
proportion of other HEFCE grants following the Browne review and the
reductions in government expenditure announced in October.
• Review options for cost-sharing back-office functions with neighbouring
institutions.
• Reduce cost of catering service.
• Recruit two new FTEs in Annual Fundraising dept in order to increase
privatesector support from 0.5% to 5% of annual budget by 2016.
• Create Development Committee to oversee revenue and capital
fundraising.
• Grow percentage of non-EU students to broaden talent pool and increase
earned income from tuition fees from 20% (2010) to 33% (2013).
• Invest £100,000 in promoting RCA to prospective, targeted markets
overseas.
• Ensure that the College generates sufficient funds to be able to offer
reduced fees and/or maintenance bursaries to some students.
• Launch Legacy scheme in 2010.
• Launch Annual Fund in 2010.
• Introduce fundraising as one of the three core goals of AlumniRCA.
• Secure sponsorship of Show, RCA Secret, Milan DP and Photography in
Venice exhibitions.
• Merge Innovation Forum and Corporate Partners programmes and
increase income from Corporate Partners scheme to support general RCA
operating costs.
• Cover core costs of ReachOut through fundraising.
• Deliver executive education programme in Lavasa, India with goal of
raising £500,000 over five years.
• Deliver higher-education consultancy to Monterrey Technical University,
Mexico, with goal of £165,000 in earned income.
• Create permanent endowment fund for Fine Art student scholarship, with
net proceeds from RCA Secret exhibitions: 50% of annual surplus from
RCA Secret being disbursed as grants; 50% placed in permanent
endowment fund.
• Re-establish Investment Committee.
• Ensure that the College generates sufficient funds to be able to offer
reduced fees and/or maintenance bursaries to selected students. Medium
Term:
• Raise £11.8m for Battersea Phase 3 and complete capital campaign in
2014.
• Secure Helen Hamlyn Centre operating support at £350,000 pa after
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2012.
Secure funding for generic, college-wide Lecture and publications series.

Long Term:
• Grow earned income from 13% to 25% of operating budget with an
increased number of overseas students and launch of international
executive education and consultancy programmes.
• Grow income from fundraising sources to 5% of operating budget by FY
2015/16 ie £1.5m.
• Build general operating endowment funds from £10m to £15m
• Create endowment funds of £10m to support student scholarships to
broaden access.
• Increase current value of all existing scholarship programmes to provide a
minimum 50% fee remission for each student.
• Grow RCA Secret exhibition’s permanent endowment to £1m and then
disburse interest only for student bursaries, safeguarding principal.
• Secure 1 x endowed Chair at £2m.
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