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REPORT OF THE DIRECTOR  

The academic year 2005-06, my first as Director, was characterised by outstanding achievements 
academically and musically, both in the College and in the wider world.  

For entry in September 2005, 1394 applications were received, a small rise on the previous year. Auditions 
held in London, New York, Boston, Singapore, Hong Kong, Taipei, Tokyo and Moscow proved that applicant 
standards were as high as ever and confirmed the RCM’s position as the first-choice conservatoire for the 
majority of the world’s most gifted musicians.  

The student body for the year totalled 652, comprising 385 undergraduates, 244 in the Graduate School and 
23 on other programmes. The RCM Graduate School has become internationally renowned for its 
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Access for all is high on the RCM’s agenda. The annual Open Day held in April attracted more the 500 sixth 
form musicians who had the opportunity to see a conservatoire timetable in action, and to participate in a 
range of activities designed to encourage and support applications to higher education. Individual faculty 
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CORPORATE GOVERNANCE & RESPONSIBILITIES OF THE GOVERNING BODY (Continued) 

 
Bentley Jennison were the Royal College of Music Internal Auditors during the year. The HEFCE Assurance 
Service last carried out a review of the College's corporate governance arrangements in January 2004 and 
concluded that they provided a 'high level of assurance'. 
 
Our review of the effectiveness of the system of internal control is also informed by the work of the senior 
management team within the institution, 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 
and other reports. 
 

DISABILITY STATEMENT   

The College is committed to its equal opportunities policy.  As a leading British conservatoire, it aims to 
provide musical education and professional training at the highest international level to meet the 
aspirations of as many as possible of those who it deems to have the ability and motivation to benefit. 
Students are recruited on the basis of their musical merits, abilities and potential.  

The Royal College of Music aims to ensure that no student, member of staff or visitor to performances and 
other events is subjected to unfair discrimination.  
 
The College has a disability statement that is intended to provide information to prospective students, 
current students and staff of the College about its arrangements to support students with disabilities. It is 
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STATEMENT OF PRINCIPAL ACCOUNTING POLICIES 

 

1. ACCOUNTING CONVENTION 
The accounts have been prepared under the historical cost convention as modified by the revaluation of 
endowment asset investments, musical instruments and certain land and buildings for which a cost is not 
readily ascertainable, and in accordance with both the Statement of Recommended Practice: Accounting for 
Further and Higher Education, published in July 2003, and guidance published by the Higher Education 
Funding Council for England (HEFCE). 
 

2. BASIS OF CONSOLIDATION 
The consolidated accounts consist of the accounts of the College, its subsidiary undertaking, RCM 
Development Fund Limited and the charity, Prince Consort Foundation (PCF), for the financial year to 31 
July 2006. It is considered, in accordance with FRS 2, that Prince Consort Foundation is effectively controlled 
by the College and therefore the accounts of Prince Consort Foundation have been consolidated with the 
accounts of the College for the current year and the figures for 2004/5 restated. 
 

3. STUDENTS’ ASSOCIATION 
In accordance with FRS 2, the accounts do not include those of the Royal College of Music Students’ 
Association as it is a separate legal entity in which the College has no financial interest and no control or 
significant influence over policy decisions. 

4. RECOGNITION OF INCOME 
Grants received from HEFCE during the year have been included in income for the year unless specifically 
designated. Amounts applied to capital expenditure are included in a separate capital reserve. 
Grants received for specific purposes are released to income as the related expenditure is incurred. Unspent 
grants are treated as deferred income.  
All income from short term deposits and endowments is credited to the income and expenditure account in 
the period in which it is earned. Income from specific endowments not expended in accordance with the 
restrictions of the endowment is transferred from the income and expenditure account to specific 
endowments. 
Donations, bequests or gifts with no specific terms attached to its use, are recorded as income in the income 
and expenditure account.  The expenditure incurred using these donations, bequests or gifts is accounted 
for in the period when it is incurred as either capital or revenue expenditure depending on the nature of the 
expenditure.  
 

5. PENSION SCHEMES 
The three pension schemes for the College’s staff are the Teachers’ Pension Scheme (TPS), the Universities 
Superannuation Scheme Limited (USS) and the Royal College of Music Pension and Assurance Scheme 
(RCM Pension Scheme).  The schemes are defined benefit schemes, which are externally funded and 
contracted out of the State Earnings Related Pension Scheme. 
Under the definitions set out in FRS 17 ‘Retirement Benefits’, the TPS and the USS are multi-employer 
pension Schemes. The College is unable to identify its share of the underlying assets and liabilities of the 
schemes. Accordingly, the College has accounted for its contributions as if they were defined contribution 
schemes.  
The College has fully adopted FRS17 ‘Retirement Benefits’  for the RCM Pension Scheme during the year.  
The impact of this standard has been reflected throughout the financial accounts.  Prior year comparatives 
have been restated where appropriate. The difference between the fair value of the assets held in the RCM 
Pension Scheme and the scheme’s liabilities measured on an actuarial basis using the projected unit method 
are recognised in the College’s balance sheet as a pension scheme asset or liability as appropriate.   
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STATEMENT OF PRINCIPAL ACCOUNTING POLICIES (Continued) 
 
 

8 FIXED ASSET INVESTMENTS 
(a) Heritable Property 
 
In addition to the museum’s collection of instruments, the College has a number of instruments that may be 
made available to musicians within the College and the profession.  These instruments have been classified 
as “heritable property” within Investments, and have been included at their insurance valuation (the nearest 
approximation to open market value) of £1,334,000. The transitional rules set out in FRS15 Tangible Fixed 
Assets have been applied on implementing FRS15. Accordingly, the book values at implementation have 
been retained. They are not depreciated and are in general maintained in their original condition.  
 
(b) Associated Board of the Royal Schools of Music (ABRSM) 
 
The Foundation’s interest in the ABRSM is carried at the trustees valuation which equates to the donations  
made by the RCM and retained by the ABRSM to 31 July 1995 to fund that charity. The Foundation’s 
trustees consider that the carrying value of the interest in ABRSM is not overstated.  
 

9. INVESTMENTS 
Endowment asset investments are included in the balance sheet at market value. 
 

10.  MAINTENANCE OF PREMISES 
The cost of maintenance is charged to the income and expenditure account as incurred.   
 

11.  TAXATION STATUS 
The College is a registered charity within the meaning of Schedule 2 of the Charities Act 1993 and as such is 
a charity within the meaning of section 506(1) of the Income and Corporation Taxes Act (ICTA) 1988. The 
College is exempt from taxation in respect of income or capital gains received within categories covered by 
Section 505 of the Taxes Act 1988 or Section 256 of the Taxation of Charitable Gains Act 1992 to the extent 
that such income or gains are applied to exclusively charitable purposes.   
The College receives no similar exemption in respect of Value Added Tax. 
 

12.  FOREIGN CURRENCY TRANSLATION 
Transactions denominated in foreign currencies are recorded at the rate of exchange ruling at the date of 
the transaction. Monetary assets and liabilities denominated in foreign currencies are translated into sterling 
at year-end rates. The resulting exchange differences are dealt with in the determination of income and 
expenditure for the financial year. 
 

13.  LEASED ASSETS 
Costs in respect of operating leases are charged on a straight-line basis over the lease term.  
 

14 ENDOWMENT FUNDS 
Endowment funds represent funds held by the College. 
 Specific endowment funds do not allow the capital to be used and  require the  income generated to be 
used for the purpose for which the money was originally  given or donated.  
General endowments held by the College allow the use of the funds to be used, with the approval of the 
Council, for the benefit of the College  provided that the expenditure is in keeping with the College’s 
charitable status and constitution.  
 

15 LIQUID RESOURCES 
 

In the context of the consolidated statement of cash flows, liquid resources comprise cash held on deposit 
which, in normal circumstances, is not immediately available for use by the College. 
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Approved by Council on 29 November 2006 and signed on its behalf by: 

 
 
Sir Anthony Cleaver   Chairman 
 

 
Dr Colin Lawson   Director 
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NOTES TO THE ACCOUNTS 
For the year ended 31 July 2006 
 

25.  PENSION SCHEMES 
 
The College has employees participating in and contributing towards the  Royal College of Music 
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NOTES TO THE ACCOUNTS 
For the year ended 31 July 2006 

25. PENSION SCHEMES 
 
 
FRS 17 
 
The following information is based upon a full actuarial valuation of the fund at 31 July 2006, by a 
qualified independent actuary. 
 
 At 31 July 2006 At 31 July 2005 At 31 July 2004 
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NOTES TO THE ACCOUNTS 
For the year ended 31 July 2006 

25. PENSION SCHEMES 
 
 
Analysis of the amount charged to income and expenditure account 
 
   Year Ended  Year Ended 
   31 July 2006  31 July 2005 
   £’000 

 
 £’000 
 

Service cost  302 232 
Past service cost  19 120 

  ______ _______ 
 
Total Operating Charge 

  
321 

 
352 

  _______ _______ 
 
Analysis of net return on pension return 
  Year Ended  Year Ended 
  31 July 2006  31 July 2005 
  £’000 

 
 £’000 
 

Expected return on pension scheme 
assets 

269 205 

Interest on pension liabilities (301) (257) 
 __________ __________ 

 
Net return 

 
(32) 

 
(52) 

 __________ __________ 
 
 
Amount recognised in the statement of total recognised gains and losses (STRGL) 
  Year Ended  Year Ended 

  31 July 2005  31 July 2005 
 £’000  £’000 
Actual return less expected return on 
pension scheme assets 

105 395 

Experience gains and losses arising on 
the scheme liabilities 

327 46 

Changes in financial and demographic 
assumptions underlying the present 
value of liabilities 

 
(352) 

 
(774) 

 ______ ______ 
 
Actuarial loss to be recognised in STRGL 

 
80 

 
(333) 

 ______ ______ 
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NOTES TO THE ACCOUNTS 
For the year ended 31 July 2006 

25. PENSION SCHEMES 
 
 
Movement In Deficit During The Year 
   Year Ended  Year Ended 
   31 July 2006  31 July 2005 
   £’000 

 
 £’000 
 

Deficit in scheme at 1 
August 

(1,975) (1,624) 

Movement in year:   
Current service charge (302) (232) 
Contributions 300 386 
Past service costs (19) (120) 
Net interest / return on 
assets 

(32) (52) 

Actuarial gain or loss 80 (333) 
  ______ ______ 

Deficit In Scheme At 31 
July 

  
(1,948) 

 
(1,975) 

  _______ _______ 
 
 
History Of Experience Gains And Losses  
 2006 2005 2004 2003 
Difference between the expected and 
actual return on assets 

105 395 (126) (120) 

% Of scheme assets 2.3% 10.6% (4.5%) (5.1%) 
     
Experience gains and losses on scheme 
liabilities 

327 46 4 (151) 

% Of scheme liabilities 5.1% 0.8% 0.1% (4.0%) 
     
Total amount recognised in STRGL 80 (333) (243) (676) 
% of scheme liabilities 1.2% (5.8%) (5.5%) (17.9%) 
 
As this scheme was established in 2002/3, comparatives for the 2001/2 financial year are unavailable.   
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NOTES TO THE ACCOUNTS 
For the year ended 31 July 2006 

25. PENSION SCHEMES 
 
 
 
 
Employers and employees total contributions 
 Year Ended 

31 July 2006 
Year Ended 
31 July 2005 

 £ £ 
   
Contributions to TPS 288,320 283,349 
Contributions to RCM /(L&G) 408,461 390,105 
Contributions to USS 27,220 3,250 
 
 
 
 
Following judgements of the European Court of Justice (ECJ) that excluding part-timers from pension 

schemes amounted to sexual discrimination, most part-timers being women, the DFES and the department 
of environment, transport and the regions (DETR) removed restrictions on the eligibility of part-time 
lecturers to join the teachers' pension scheme and part-time staff to join the local government pension 
scheme in May 1995. 

  
As a result of those announcements, the judgements of the ECJ and resulting changes in United Kingdom 

legislation, a liability in respect of providing backdated pension benefits for those part-time staff who have 
or may elect for retrospective membership of the two occupational pension schemes may arise in the 
College.  Some 50,000 claims nationally to date have been lodged. A series of test cases have been taken 
through the various courts, and following appeals lodged by a group of Trade Unions subsequently referred 
to the House of Lords and then on points of law referred again to the ECJ. The ECJ ruled in May 2000 that a 
two-year restriction on granting arrears of service is incompatible with European law.  It also ruled that 
provided there was a stable employment relationship resulting from a succe ssion of short term contracts the 
time limit for bringing a claim should not begin until that stable relationship is "interrupted".  The time limit 
is currently six months. The ECJ also ruled that six months will be a lawful period for a claim under EU law 
only if this is no less favourable than the limitation period for a similar claim based on domestic law.  This 
issue was referred to the House of Lords. In February 2001, a definitive ruling on some key points was made: 

  
?         There was no time limit on compensation claims in pension cases subject to the cut off date of 8 

April 1976; 
?         Claims must be, or must have been, registered with the tribunal within six months of the ending of 

the employment in question. 
  
The TPS has accepted the part played by the rules of the scheme in excluding part-timers in the past and 

has agreed to absorb the employers’ costs of backdating pensionable service in successful cases. 
  
The College has now settled one case and made provision for 2 administrative staff. 
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