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Our Vision
We will be the world leader in the care, management and presentation of
historic buildings, contents and grounds.

Historic Royal Palaces is a Royal Charter Body with charitable status and is
contracted by the Secretary of State for Culture, Media and Sport to
manage the palaces on her behalf. It is responsible for the care,
conservation and presentation to the public of the unoccupied royal
palaces: HM Tower of London, Hampton Court Palace, Kensington Palace
State Apartments, the Banqueting House at Whitehall and Kew Palace with
Queen Charlotte’s Cottage. Historic Royal Palaces is supervised by a Board
of Trustees, all of whom are non-executive.The Chief Executive is
responsible to the Board of Trustees.The palaces are owned by The Queen
on behalf of the nation. Historic Royal Palaces is a Non-Departmental
Public Body.
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Chairman of the Trustees

Historic Royal Palaces

has a world-class

portfolio of properties

but its success is also

very dependent upon

the knowledge, skills

and enthusiasm of all

its employees. On

behalf of the Trustees,

I would like to express

our gratitude to them

for a job well done.

Looking to the future, we have a number of initiatives in prospect.
Plans for Apartments 1A and 3 at Kensington Palace, formerly the
home of HRH Princess Margaret, will expand the areas of the
palace open to visitors.We are also planning improvements to
Hampton Court Palace to increase further visitor appeal and
satisfaction.

In July 2003 Alan Coppin, Historic Royal Palaces’ Chief Executive
for the past four years, is leaving to take on new challenges. Alan
has provided great leadership and has in particular managed a
change programme which has improved staff skills and customer
satisfaction. He will be missed by Trustees and colleagues alike, and
we wish him every success in the years ahead.

The Trustees have appointed Michael Day to succeed Alan Coppin.
Michael Day is currently the Director of the Jersey Heritage Trust
and has undertaken a range of external consultancy and academic
assignments in the heritage field. I am sure that he will add to the
breadth of knowledge already present within the team and will
lead Historic Royal Palaces with distinction.

In 2002 Alan Reid, Keeper of the Privy Purse, succeeded Sir
Michael Peat as a Trustee. In the New Year we welcomed Bridget
Cherry who has a very wide knowledge of historic buildings and
her counsel will be most valuable. I am also glad to report that
Simon Jones has been re-appointed by the Secretary of State.

Historic Royal Palaces has a world-class portfolio of properties but
its success is also very dependent upon the knowledge, skills and
enthusiasm of all its employees. On behalf of the Trustees, I would
like to express our gratitude to them for a job well done.

Sir Nigel Mobbs

I am proud and honoured to have been appointed Chairman of
the Trustees in January of this year. Historic Royal Palaces has,
during the past few years, earned a very high reputation for its
stewardship and management of these properties. Its success is
due to a very considerable extent to my predecessor, the Earl of
Airlie.

David Airlie conceived of the idea of having these world-famous
properties managed by an independent, self-financed organisation
and in 1998 Historic Royal Palaces was formed under Royal
Charter and as a charity. For five years Lord Airlie chaired the
Trustees and provided the inspirational leadership and wisdom
needed. I am very grateful to David for his advice and I know that
everybody connected with Historic Royal Palaces, either directly or
indirectly, will join me in wishing him a happy retirement. His
influence and example will be enduring.

The past year has been challenging and uncertainty continues for
the world economy and for business. Geopolitical turmoil, war and
potential terrorism all deter tourism that is the lifeblood of all
visitor attractions.With the continuing uncertainty in visitor
numbers and with just £2 million of free reserves at year end,
considerable care will need to be exercised in the year ahead.

Historic Royal Palaces has had an eventful year which is more fully
described elsewhere but notable events include:

• the start on the major improvements to the approaches to the 
Tower of London.This will benefit not only the visitor 
experience but will also greatly enhance the setting. I would like 
to express our thanks to all our partners in this enterprise.This 
project is a major undertaking for the organisation involving a 
total commitment over the next 15 months of £12.1 million;

• in November Her Majesty The Queen visited Hampton Court 
Palace and inaugurated the fountain to mark her Golden 
Jubilee;

• during the year domestic numbers visiting Kensington Palace 
increased by 177 per cent, particularly owing to the combined 
success of opening the Golden Gates on the South Front and 
the Queens’Wedding Dresses exhibition.

Winter protection of the outdoor statuary 
at Hampton Court Palace.
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Chief Executive

So it all starts and ends

with our people; they

have continued to use

their skills, experience

and sometimes their

wits to find solutions to

some tough problems.

Not only have they

undertaken their tasks

efficiently and effectively,

they have carried them

out with style and in the

process kept their sense

of humour.

2002/3 was a year of significant achievement for Historic Royal
Palaces despite a hostile operating environment.

These five highlights seek to demonstrate some of the progress
that has been made across a number of different fronts.

• The cross-palace conservation programme, on which we have 
spent some £41 million over the last five years, continued 
apace in 2002/3. In September work began on site on the £17.3
million scheme to improve the environs of the Tower of London,
the largest such project ever undertaken by the organisation. In 
February 2003 we started the £1 million project to repair and 
maintain the south and east elevations to Kensington Palace; and
at Hampton Court, the third phase of the project to repair and 
conserve the Tudor brickwork in Base Court and Master 
Carpenter's Court (damaged from repointing in Victorian times)
began in November.

• A purpose-built education centre was opened in the Waterloo 
Block at the Tower of London in June 2002, while development 
work has begun on two more centres to be opened at 
Kensington Palace, within the recently-acquired Apartments 1A,
and 3 and at Hampton Court Palace.

• In July we gained the Investor in People award, and in making 
her assessment the independent expert wrote, ‘Historic Royal 
Palaces has developed many areas of excellence and I hope you 
will find some way of sharing this good practice with other 
organisations that would benefit greatly from your experience 
and expertise’.

• We achieved our highest ever levels of customer satisfaction, in 
terms of value for money, enjoyment and helpfulness and 
friendliness of staff, as measured by an independent research 
organisation which surveyed our visitors in the summer and 
autumn of 2002.

• The cash balance was £13.3 million on 31 March 2003.
Although this is the highest year-end cash balance ever recorded
at Historic Royal Palaces, most of it is commited to fund 
projects and help to see the organisation through a period of 
lower overseas visitors, an adverse impact, principally of the war 
in Iraq.

Of course all of these highlighted areas are connected: our
energised and skilled staff provide a superior service to visitors,
who in turn ensure our finances are healthy, which enables our
investment in our core purposes of conservation and education
which are delivered by our staff.

So it all starts and ends with our people; they have continued to
use their skills, experience and sometimes their wits to find
solutions to some tough problems. Not only have they
undertaken their tasks efficiently and effectively, they have carried
them out with style and in the process kept their sense of
humour.

In January 2003 Trustees approved the updated Strategic Plan,
which was prepared by the Executive Team with invaluable input
from senior managers and staff.This plan, which will steer Historic
Royal Palaces for the next five years, is being embedded in the
organisation.With the appointment of Rod Giddins in February
2003 as the Director responsible for Hampton Court, Kensington
and Kew palaces and the strengthening of the Conservation
Department team, the organisation is now complete. Staff are
not just ready but eager to face new challenges, to achieve the
new plan and through that our vision of becoming a world
leader.

As I move on I will look back fondly at my time at Historic Royal
Palaces, grateful for the total support I have received from
Trustees and fellow staff, and safe in the knowledge that the
organisation is in the hands of a high-performing team. I wish
them and particularly Michael Day, my successor, all the very best.
Staff are not just ready but eager to face new challenges including
those posed by a disappointing start to the new financial year
with fewer overseas visitors. Despite these difficulties, I have no
doubt that they will achieve the new plan and, therefore, our
vision of becoming a world leader.

Alan Coppin

The Norman chapel of St John the Evangelist
in the White Tower,Tower of London.
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Trustees and Directors 

Trustees
Sir Nigel Mobbs – Chairman

Field Marshal the Lord Inge KG GCB DL – Deputy Chairman

Bridget Cherry OBE FSA

Angela Heylin OBE

Simon Jones LVO

Alan Reid

Sir Hugh Roberts KCVO FSA

General Sir Roger Wheeler GCB CBE – Constable of HM Tower
of London

Gillian Wolfe MBE

Executive Board
Alan Coppin – Chief Executive

John Barnes – Conservation Director

Annabelle Boyes – Retail Director

Major General Geoffrey Field CB, OBE - Governor of HM Tower
of London

Rod Giddins – Palaces Group Director

Danny Homan – Marketing Director

Graham Josephs – Personnel Director

Aileen McLeish – Director of Finance

The Tower of London
The Royal Palace and Fortress of the Tower of London, founded by
William the Conqueror in 1066-7, and enlarged and modified by
successive sovereigns, is one of the world’s most famous and
spectacular fortresses. Enriched by its many living traditions, the
Crown Jewels, the Royal Armouries’ displays and other recent
improvements, the Tower is today a World Heritage Site and the
most visited historic site in Britain.

Hampton Court Palace
Hampton Court Palace became a royal palace in 1528, on its
acquisition by Henry VIII from Cardinal Wolsey. Its Tudor buildings
are among the most important in existence, and William and Mary’s
improvements an outstanding example of the English Baroque.The
interiors are enriched by magnificent pictures and tapestries
belonging to the Royal Collection.The buildings are surrounded by
60 acres of garden and 750 acres of parkland.

Kensington Palace State Apartments
Kensington became a royal residence in 1689 with the purchase of
an existing house by William and Mary, anxious for a retreat from
the unhealthy air of Whitehall. Immediately enlarged for them by
Christopher Wren, and subsequently altered under George I, the
State Apartments contain important interiors by William Kent, many
major works of art from the Royal Collection and the Royal
Ceremonial Dress Collection.

The Banqueting House,Whitehall
The Banqueting House at Whitehall, designed by Inigo Jones and
finished for James I in 1622, is the only remaining complete building
of Whitehall Palace to have survived the fire of 1698. Significant as
the first English building in the Palladian style, it is also famous for its
ceiling, painted by Peter Paul Rubens in 1630-4.

Kew Palace and Queen Charlotte’s Cottage
Built as a private house in 1631, Kew Palace was used by the Royal
Family between 1729 and 1818.With a series of other buildings
that once stood nearby, it served in turn as a lodging for servants, as
a schoolroom for three generations of royal children, as George III’s
retreat and as a home for the King, Queen Charlotte and their
family. It was opened to the public in 1898 but is currently closed
while a scheme for its re-presentation is completed. Historic Royal
Palaces also manages Queen Charlotte’s Cottage, built in c1770 and
later enlarged and decorated as a cottage orné.

The Palaces
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Introduction

Historic Royal Palaces has made significant
strides in the year towards achieving
strategic objectives which balance our
charitable and commercial aims.

Many achievements, alongside some operating difficulties in the
face of visitor income failing to return to the level of autumn 2001,
are reported in the pages that follow. As we look back we also
look forward, to build upon the bedrock of the achievements and
the careful management of change over these past five years.

In the second half of the year we have updated the Strategic Plan
for Historic Royal Palaces.This is the document that will drive our
projects forward for the next five years.Whilst our vision and
purpose remain unchanged, we have looked to strengthen our
strategic goals. Despite difficult trading conditions and increased
competition, our performance has been encouraging during the
first years of the new corporate approach, with an improved
performance culture, high levels of staff satisfaction and motivation,
and record customer satisfaction recorded from visitor surveys.

Many of the objectives we had set in the last Strategic Plan have
been achieved despite the harsh trading environment.This gives us
a strong foundation on which to build. Although there have been
both changes in personnel and delays experienced in our
investment programmes following international events, the key
projects are currently on track.

With no government funding, we remain heavily reliant on visitor
revenue, but a more balanced income mix will offer greater
security for our future and sustained funds for our charitable goals.
We, therefore, plan significant growth of diversified income streams,
many of which are already reported on within this year’s report.

We are focusing on the need to make significant investments in
conservation, enhancing the educational value of the visitors’
experience, investing in our people and continually improving our
operations.
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The Tower is a rare architectural survival, made all the more
interesting by the many layers of history hidden within the different
building projects undertaken by monarchs over many centuries.
Archaeological recording of the building has played a crucial part in
explaining key parts of the Tower’s development.The removal of a
brick during mortar repair work on the South Curtain Wall, for
example, revealed a dressed stone and brickwork detail of
probable medieval date that suggests some prior building on that
site. In recording this evidence, conservators are adding to our
overall understanding of the Tower's construction history. A
lithological survey of the wall has also enabled us to understand
the different stones that have been used to construct, reconstruct
and repair the buildings of the Tower, a vital piece of the historical
jigsaw that is slowly revealing more of the history of this great
fortress.

Throughout the year, there have been hives
of activity hidden behind shrouds of
sheeting and white tunnelled hoardings at
the Tower of London, Hampton Court
Palace and Kensington Palace, as Historic
Royal Palaces has undertaken many
extensive conservation projects.

Curators have learned much from conservation work
carried out on the Tower in 2002/3. In recording
historical evidence and discovery, they are adding to
our overall understanding of the Tower's construction
over time. A lithological survey (above right) has
enabled us to understand the different stones that have
been used to construct, reconstruct and repair the
buildings of the Tower, a vital piece of the historical
jigsaw. Ivan Lapper’s reconstruction paintings of the
Tower (above) at various dates will be displayed in the
Tower Environs Scheme.

Within the North Curtain Wall, levels of soiling and sulphation to
the stonework have challenged past conservation philosophies of
cleaning as well as creating issues of aesthetics. Historic Royal
Palaces is participating in a research project to study levels of
Victorian pollution, and how they continue to affect the buildings
at the Tower some 200 years later.

The postern turret on the south side of the Byward Tower, a
structure of the late 15th or early 16th century, has for some time
been under observation. Excavations in 2002 revealed that the
building had been constructed on a timber raft, itself sitting on elm
piles driven into the ground. Although the piles had survived, the
timber raft had almost entirely rotted away, leaving a void under
the stonework that was in places one metre deep.We have filled
the void and successfully stabilised the structure.

Major repair work took place to the roof at No 1 Tower Green.
This early Georgian Grade 1 listed house, still occupied by the
Chaplain and his family, retains many original features and its
original roof timbers. It is a remarkably complete example of the
type of London house once prevalent in the area surrounding the
Tower.

Conserving

There are two uniforms

for the Body of Yeoman

Warders. The Ceremonial

Uniform is worn for State

Occasions. However, for

everyday wear an ‘undress’

uniform was created in

1858, which is blue with

red detail. This is the

uniform visitors will see

day to day when they

come to the Tower.
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The exteriors of Kensington Palace were mostly built in 1695 to
the designs of Sir Christopher Wren as part of a programme to
convert a relatively modest early 17th-century house into a royal
palace for King William III and Queen Mary II.Thus the palace
shows evidence of several stages of development, some created or
altered by Wren, others fashioned later for subsequent monarchs.

Close inspection of the exterior cornice work at the palace
revealed that the paintwork was deteriorating.The natural ageing
process had been hastened by a build-up of paint layers over a
300-year period; in places as many as 44 separate layers were
found.The cornice conservation work has been divided into
various stages, starting with the removal of the multiple paint
layers with a poultice application applied by brush and spatula,
which avoids damage to the delicate historic carving beneath. A
paint analysis report provided an exact colour match for the early
Victorian paintwork which can be successfully applied across the
stone, render and timber elements to unite the feature visually and
re-create the original, low gloss paint finish.

The work to the elevation, which will continue into 2004, also
includes the repair and redecoration of the oak sash windows and
doors. Damaged or modern glass will be replaced with traditional,
hand blown glass and the windows will be provided with new UV
filters, in the form of a clear film, to protect the historic interiors
and contents.

Intricately carved lion’s head revealed during
conservation of the exterior cornice of Kensington
Palace. Close inspection revealed that natural ageing
had been hastened by a build-up of paint layers; in
places 44 layers were found.The work includes the
repair and redecoration of the oak sash windows
and will continue into 2003/4.

Detail of embroidery on HM The Queen's wedding
gown. Designed by Norman Hartnell, it has a 15-foot
train and was embroidered with more than 10,000
seed pearls.The conservation work undertaken by
Historic Royal Palaces in 2002 preserved Her
Majesty's dress, not only for the display at Kensington
Palace, but for a long time to come.

Responsibility for Apartments 1A and 3 in Kensington Palace and
associated gardens (Princess Margaret's former apartment) was
transferred to Historic Royal Palaces on 1 April 2003.The
apartment extends over four floors and contains several large,
elegant rooms and areas for storage, admirably suited to the
growing needs of the Royal Ceremonial Dress Collection, as well
as the opportunity to provide an education service within the
palace.

Plans have been refined for the ambitious re-presentation of
Kew Palace, which has been closed to the public since 1996 and
which we plan to reopen in 2006.The curatorial staff have
undertaken extensive archaeological, building and archival
research that has helped uncover the many layers of history at
Kew.We now know a great deal more about the building, its
decoration and its occupants, notably King George III, Queen
Charlotte and their daughters who lived there c1800. An
application was made to the Heritage Lottery Fund (that
successfully passed Stage I of the process in June 2003) for
1.5million to present and interpret the palace, including the
second floor, which has never previously been open to the
public and has lain almost untouched for two centuries.

In 2002/3 Historic
Royal Palaces spent
£10.2 million on
conservation and
maintenance of the
palaces in its care.
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Meanwhile at Hampton Court Palace, the original Tudor walling in
Base Court, which comprises soft, red, porous bricks bedded in a
cream-coloured, lime sand mortar, has required remedial attention.
In the 19th century less porous pointing in many of the palace
walls was introduced, but it has proven particularly harmful to the
historic building and some of the original bricks have deteriorated.
The decision was made to remove the existing 19th-century black
ash mortar carefully and replace it with a lime mortar.This work
has been consolidated through the replacement of eroded bricks
and gentle cleaning of soiled stone features.

The materials used have been carefully chosen to look, behave and
age like the originals, in order to minimise the risk of problems
occurring at the interface of old and new. In the process we have
replaced more than 2,400 bricks and repaired a further 500.
Before any of the work could start, a lengthy process of testing
samples was undertaken and specialist photography was used to
record elevations which, combined with the latest computer
technology, has enabled us to produce detailed scale drawings to
inform and record all works.

There are over 1,300 rooms at
Hampton Court alone, each
requiring specialist conservation
care. We have a full-time team
of 11 preventive and treatment
conservators, plus surveyors and
curators.

Historic Royal Palaces is responsible for the care
and conservation of 60 acres of gardens and 750
acres of deer park at Hampton Court Palace.This
includes the largest and oldest vine in Europe,
William III's Privy Garden (restored in 1995) and
the world-famous Maze created in 1690. Thirty-
eight full-time members of staff maintain the
grounds to the very highest standards. Last year
they planted 200,000 bulbs, grew 140,000 plants in
our glasshouse nursery and maintained 8,000 trees.
The conservation of the gardens and estate alone
cost Historic Royal Palaces £2 million in 2002/3.

A novel technique for monitoring levels of dust – ‘the
housekeeper’s enemy’ – has been pioneered by Historic Royal
Palaces. It uses sophisticated digital imaging and computer analysis
to record the amount and type of dust accumulating throughout
the display areas.This information will be invaluable for
accommodating public access to collections without compromising
their safety and for creating cleaning regimes that reduce incidental
damage. European Union funding has underwritten the project.
Preparations are underway for it to be used in a major
collaborative project with the support of the Leverhulme Trust
between ourselves, the National Trust, English Heritage and the
University of East Anglia for studying dust in historic houses.

Conservators reinstating one of the six mattresses
on Queen Caroline's State Bed at Hampton Court
Palace. It dates from 1715 and took five days to
clean this year. The mattresses are very rare and
the last surviving from this period.
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At Hampton Court Palace the demand for the primary school-age
sessions we offer continues to outstrip our capacity to supply,
although greater provision is now being offered and there are plans
to extend that further.We also work with a number of educational
partners, including the Public Record Office and further education
colleges within south and west London.

Plans are advancing for a dedicated Education Centre at Hampton
Court Palace, within the Barrack Block alongside the main visitor
entrance, to offer learning opportunities for all ages.This
development will follow the successful opening in June 2002 of the
Education Centre at the Tower of London, inside the Waterloo
Block, funded through donations to the Tower Environs Scheme.
The education service at the Tower of London is managed by the
Royal Armouries, caters for 12,000 participants a year and provides
educational support for a further 60,000 visitors and children. It is
also in the unique position of having been awarded six prestigious
Sandford Awards for Heritage Education. On 20 March 2003,

HRH The Prince of Wales visited the Tower of London. It was an
opportunity for him to see the new Education Centre.The centre
features lecture hall facilities, a library and an interactive classroom
where pupils can become practically involved with history, handling
original 16th-century armour and trying on Tudor costumes or
replicas of the Crown Jewels.

Hampton Court Palace and the Tower of London also host
programmes of costumed interpretation, and these have not only
become an integral part of the sites’ attractiveness to visitors but
also enable our visitors to discover more about the past.There are
special events at holiday times in addition to the regular daily tours.
‘Attack the Tower’ took place to general delight in early June,
visitors revelled at Christmas feasts, and in February 2003 the year-
long celebrations of Queen Elizabeth I opened at Hampton Court
Palace with ‘The search for El Dorado’.

Many learning events are part of the community outreach
programme of Historic Royal Palaces. In the summer of 2002 the
Tower of London invited several adult and child integrated special
needs groups for educational sessions in conjunction with Thames
21, funded by a Pool of London Partnership grant.They each
enjoyed a workshop with Royal Armouries education staff, then
visited the Tower beach with an environmentalist and a
professional archaeologist from the Museum of London.The whole
process was filmed by a group of children from the Tower
community working with a video artist to create a record of the
event. Enormously popular with everyone involved, it is a great
example of the benefits even the smallest grant to Historic Royal
Palaces can bring and we hope to repeat this with similar projects
this year.

At Hampton Court

Palace, where there are

some 50,000 educational

visitors a year (the

majority of whom are

schoolchildren at Key

Stages 1 and 2 enjoying

taught or facilitated

sessions), we have the

most significant setting in

the country to present

and interpret the

Tudors.

Learning

Whether through formal taught sessions,
informal interaction with costumed
presenters, or family fun, learning is at the
heart of our mission.There has been
continuing development through the year in
the established educational service and in
community-based projects.

Dressing up, building sculptures, making an artistic mess,
listening to stories, watching live interpretation – all part
of the education experience.

Barclays Bank plc generously donated more than £27,000 to
enable two projects vital to the learning agenda of Historic Royal
Palaces – Family Learning Weekends at Hampton Court Palace
and the Tower of London, and Local Education Week, also at the
Tower.The Family Learning Weekends encouraged informal and
experiential learning for family groups in a stimulating setting.
Local schools worked with an artist, storyteller and Barclays
volunteers to develop the dragon theme of the weekends, and
dragons and other heraldic beasts were built in the art
workshops.With these local education events we have been able
to offer free educational sessions with innovative programmes
specifically designed for children from diverse backgrounds to
address financial, cultural and intellectual access to the palaces.



1817

An exceptional loan exhibition was held at the Tower of London,
The Castle and the Crown. It ran from May through to September
2002, and was made possible through sponsorship by Garrard, the
royal jewellers.The exhibition revealed the story of the Tower’s role
in the coronation from the medieval period to the reign of Charles
II, as well as its long history as the repository for the Regalia.

Highlights included the crown made for Margaret of York to wear
at her brother Henry IV’s coronation in 1461 – returning to the
Tower of London, and the country, for the first time in over 500
years. Also on display were the salt combined with a clock given by
the French king, Francis I, to Henry VIII, and a dagger believed to
have been used in Colonel Blood’s infamous attempted theft of the
Crown Jewels in 1671.This was the third in our series of
exhibitions exploring the Tower’s rich history; The Castle and the
Crown was enjoyed by well over half a million visitors.The
publication accompanying the Earl of Essex exhibition and the new
guidebook to the Crown Jewels themselves were handsome
additions to our publishing portfolio.

Following many months of work with a team from Lion Television,
an eight-part television series entitled The Tower was screened on
Channel 4 in March and April 2002. Regularly gaining audiences of
over 3 million, the series featured many otherwise-unseen activities
including the cleaning of the Crown Jewels and the training of new
Yeoman Warder Simon Dodds.The series was critically well
received, and is due for international transmission in 2003 across
the United States and Europe.

Showing

The Golden Jubilee of HM The Queen was
occasion for celebration throughout the
United Kingdom. It inspired a rich and varied
programme of activities across the palaces.

Hampton Court Palace was the venue for two important
conferences, the European Baroque Gardens Symposium in
September 2002, with delegates from royal gardens in the
Netherlands and Denmark, and then in November 2002 Hampton
Court Palace hosted the seventh annual conference of the
Traditional Paint Forum.With the aim of understanding and
promoting the use of traditional paint and painting techniques in a
historic context, workshops enabled the forum to demonstrate
materials and techniques on the edge of extinction.

Five royal wedding dresses were displayed together for the first
time at Kensington Palace State Apartments.The exhibition, A
Century of Queens’Wedding Dresses 1840-1947, was held to
commemorate the Golden Jubilee and included gowns worn by
five royal brides who were or became queen.The highlight of this
popular and much-visited exhibition was the wedding dress worn
by the present Queen as Princess Elizabeth on her marriage to
Prince Philip in 1947.The Textile Conservation Studio at Hampton
Court took eight months to prepare the dress for display, which,
although a relatively short time in conservation terms, will ensure
the dress remains preserved for future generations to enjoy.

The curators continued to provide more traditional lectures to
specialist groups alongside their work for exhibitions and mass
media. Although it was a relatively quiet year for acquisitions,
significant additions to the collections included items for the dress
collection and for the china display in Queen Mary’s bedchamber
at Kensington Palace,The process of displaying and explaining the
collections and the buildings that house them continues in new
and interesting ways.

Golden Jubilee celebrations at Hampton Court Palace
included installation (above) of the great new fountain,
inaugurated by HM The Queen in November 2002.Two
giant floral crowns were also constructed for the Jubilee
celebrations (detail opposite). At Kensington Palace, the
Queen Mother's wedding dress (left, opposite) was one of
five royal bridal outfits shown there to public acclaim. At the
Tower of London, the Castle and Crown exhibition (bottom
right) was a successful visitor attraction - and Lion TV were
given the rare privilege of raising the portcullis (top right)
when filming their Channel 4 series on Tower life.
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Visiting

Continuing uncertainty in world events has
prompted the marketing teams to re-think
the strategic approach and place greater
emphasis on attracting domestic visitors and
in key European markets.

The results of this approach can be seen in the annual survey
among overseas visitors conducted by the London Tourist Board
(LTB). In 2002, following two years of greater visibility, all the
palaces increased their awareness ratings, with the Tower of
London topping the survey and Kensington Palace experiencing
the greatest leap of any visitor attraction in London and a 162 per
cent increase in ‘intention to visit’.

In addition, the overall composite scores rose for our Key
Performance Indicators: staff helpfulness and friendliness, enjoyment
of visit and value for money. In summer 2002 the ratings (used
throughout the heritage and leisure industry) stood at their highest
levels to date: with +2 as excellent and –2 as very poor, the ratings
in the three categories were +1.53, +1.45 and +1.14 respectively.
(In summer 2001 these figures had been +1.46, +1.44 and +1.04.)

As incoming visitor volumes to the UK only recovered by 6 per
cent, the palaces had mixed fortunes.The volume of international
tourists has decreased sharply since the terrorist events in the USA
in September 2001, and that is reflected in lower than hoped-for
visitor numbers. Overall, a total of 2.89 million paying visitors came
to the properties. Hampton Court increased its domestic volume
by 7 per cent, whilst Kensington Palace’s domestic visitor volumes
were a record-breaking 177 per cent up on the previous year.
VisitBritain figures for 2002 suggest visitors from continental
Europe increased by 7 per cent in the UK.With new exhibitions
and strong marketing campaigns, the Tower of London and

Kensington Palace were able to outperform this figure. Our
European visitors were up 35 per cent at the Tower and 14 per
cent at Kensington Palace.

In early 2003 Historic Royal Palaces was involved in a high profile
promotion in partnership with the Association of Train Operating
Companies and the LTB ‘Totally London’ campaign.This involved
coverage in leaflets and radio and television advertising featuring
the sites at no extra cost to us. During the 2002/3 period this
promotion attracted more than 53,000 visitors to the Tower and
over 12,000 to Kensington Palace.

The title ‘Business Development’ covers many of the new activities
undertaken by the trading arm of Historic Royal Palaces as we
seek to broaden the scope for our income generation. Since April
2002 we have introduced an advance booking ticket facility for
customers via both telephone and Internet, transforming the
options for visitors.The Internet booking facility is supplied in
conjunction with Tickets.com and is expected to be particularly
popular in places like North America and Scandinavia, where
people are accustomed to pre-planning trips using the Web.The
telephone booking is handled by The Phone Room, a company
based in Oxford. It provides a personal service for our customers
seven days a week.

In every season of the year – and on
almost every day of the year – the palaces
welcome visitors. Some delights, such as
the Hampton Court Maze (right) have
been a draw for centuries.

A CENTURY OF QUEENS’
WEDDING DRESSES
UNVEILED

DISCOVER THE BRIDAL GOWNS

OF FIVE BRITISH QUEENS

FROM QUEEN VICTORIA 

TO HM QUEEN ELIZABETH 11

1 MAY 2002 - 27 APRIL 2003

KENSINGTON
PALACE

î Nearest tube High Street Kensington 

www.kensington-palace.org.uk
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Developing

Our continuing success is dependent on our
staff who have delivered the results and
successes detailed in these pages. Our
priority is to create an environment where
staff members are both able and motivated
to achieve high standards of performance.

In the past year we have made great strides in becoming a
Preferred Employer, one of our strategic objectives.This has meant
developing our leadership and management capability through
innovative leadership workshops and coaching support.We have
also delivered a wide range of training for all our staff, to raise skill
and knowledge levels through in-house and external workshops,
and through our popular Learning Zones – areas at our main sites
where staff can go to find out about professional qualifications, to
improve their skills or simply relax and read.

We have introduced modern recruitment techniques, including
assessment centres and psychometric testing, to ensure we recruit
the best staff, and we have refined our performance management
processes to assist managers and staff to focus continuously on
performance improvement.We are developing a culture of
continuous improvement and staff involvement – both doing things
differently and doing different things – leading us to new ways of
working. Examples include the introduction of a ‘knowledge
database’ created and used by Jewel House Warders, and also a
number of cross-functional project teams (utilising our in-house
project framework for leading change) implementing
improvements in customer care, internal communication and
ticketing processes.

A key component in our programme of change was the
reorganisation of the Conservation Department, created from the
merged Curatorial and Surveyor of the Fabric departments in
November 2001.The new department contains an extraordinary

resource of skilled and self-motivated people who are dedicated to the primary
objectives in our Royal Charter : to conserve and explain the buildings in our
care. New team leaders, selected both from within and outside Historic Royal
Palaces, are now engaged with their teams upon ambitious work
programmes that are directly aligned with our strategic objectives.

Clearer and more competitive ‘best practice’ employment policies in a
range of different areas have included the introduction for new staff of a
‘defined contribution’ pension scheme.This replaced our current ‘defined
benefit’ scheme that was closed to new members with effect from 

1 October 2002. It has enabled us to safeguard the current pension
arrangements for existing staff, whilst continuing to provide a high
quality scheme for new staff at a realistic cost.

Our overall progress can perhaps be best summed up with the
award of Investor in People in July 2002.This is a national standard
of best practice in people management and development, and the
award clearly demonstrates our achievement in creating an
improving environment for our staff. Given our high level of staff
capability, commitment and motivation it is no surprise that our
customer satisfaction levels have reached record levels as well.
Ensuring that our visitors are delighted by the palaces is
something which can only be achieved by competent and
satisfied staff.This, of course, directly drives our financial
performance. Better People certainly means Better
Business at Historic Royal Palaces.

Historic Royal Palaces is the main case study for successful
reorganisation in Timeless Management, a book published
in 2002 co-authored by Chief Executive Alan Coppin and
management consultant John Barratt. More than 70 per
cent of our staff are in customer-facing jobs, and through
staff development we are making a major investment in
both the experience of visitors and the organisation's
future.The award of 'Investor in People' during the year is
recognition of the commitment and continuing investment
in staff at all levels within Historic Royal Palaces.
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Earning

Modern retail in the heritage sector is no
longer simply a matter of selling goods on
site. In addition to selling from shops within
the palaces themselves, Historic Royal
Palaces has been working on a number of
initiatives that will see our products sold to
customers all over the globe, whether or
not they have visited us in the UK.

Much of the work of the Retail Department has happened behind
the scenes, laying the groundwork for a number of our projects
that will see greater financial success for the trading arm of Historic
Royal Palaces in the coming years.

Our licensing programme now includes four new dinnerware
designs inspired by decorative details from the palaces, on sale in
16 countries. Additionally, glassware and cookware are being
developed to complement the ranges. Our products now include
textiles, food and books and games for all ages.

Perhaps our most adventurous new product for this year is the
propagation of the famous Great Vine at Hampton Court Palace.
Plants are shortly to go on sale at selected garden centres and by
mail order.

As anyone visiting the Tower of London recently will appreciate,
the flagship store at the West Gate entrance is being completely
refurbished with completion of work due later in 2003. Similarly,
work was completed on the Yellow Drawing Room at Kensington
Palace which has become home to a greatly expanded retail
centre, complete with soft furnishings and china.We have had
particular success selling specially designed commemorative ranges
for The Queen’s Golden Jubilee.

The Internet now provides a valuable source of revenue
through ticket sales and retail ranges available for purchase
via our Web site (above). Our income-generating capacity is
also broadened by the palaces being dressed up for
entertaining (opposite) or as film locations (right).

An exciting development off-site has been the establishment of a
trading partnership with Alpha Retail, who operate the ‘Glorious
Britain’ outlets in major London airports. A range of Historic
Royal Palaces, merchandise is now presented as an integral
part of their newly refurbished shops at Heathrow Terminals 3
and 4 and also Stansted with more planned in 2003. In a
trading climate that is still recovering from the effects of a fall
in international tourism, the Retail Department continues to
contribute significantly to the funds of the charity.

The palaces in our care have seen many magnificent events and
due to their sheer size and splendour they are still perfectly
suited to this task today. Functions are a valuable source of income
for our charity, In 2002/3, Historic Royal Palaces hosted 395 events
across the group. More than half of these took place at the Tower of
London; possibly the most adventurous was an outdoor Midsummer
Night's Dream evening for 500 guests on 21 June 2002.The Tower was
the venue for a particularly glittering party, as Garrard made good use of
their sponsorship of The Castle and the Crown exhibition by holding a high-
profile event to re-launch their brand in November.

There were 26 events held at Hampton Court Palace. In July,
1,500 guests enjoyed the hospitality of BAe Systems during a
spectacular award-winning evening stretching across many areas
of the palace.The Banqueting House hosted a total of 115
events over the 12 months, including the venue for the lunch
for the celebrity ‘icons’ who participated in the Golden Jubilee
Parade in June. A further 58 events were hosted at Kensington
Palace. A range of occasions there included an exclusive
subscriber evening in June hosted by Good Housekeeping
magazine with a champagne reception and exclusive access to
A Century of Queens’Wedding Dresses.
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Funding

Historic Royal Palaces does not receive any
public funding, and we depend on generous
donations to help fulfil our charter
obligations. Raising funds and securing help
in kind assists us in reducing our reliance
upon fluctuating visitor income.Those who
support us benefit by their close association
with some of the nation’s finest buildings 

and gardens.

In 2002 a Corporate Membership scheme was launched at the
Tower of London to build ties with the City community and
deepen relationships with key neighbouring companies. Our
generous founding members were Marsh and McLennan
Companies Inc. and Man Group plc and we are pleased to have
welcomed recently Prudential plc. Our members enjoy benefits
that include exclusive access and entertaining opportunities. In
return we have been able to use the funding for special purposes,
and as the scheme grows so a range of donors and supporters will
be able to be associated with particular projects.

Corporate sponsors have been generous in their support of a
number of educational and community relations events, at both the
Tower of London and Hampton Court Palace. A major new
scientific research project began at Hampton Court Palace in April
2002 to monitor damage in historic textiles, funded by the
European Commission. It involves the collaboration of world-
renowned experts from across Europe, and total funding over a
three-year period is £124,000.

In 2002 we launched a membership scheme at Hampton Court
Palace in the form of a Friends organisation, and the 1,200th Friend
was welcomed just ten months later. Key benefits
include unlimited access to the palace and exclusive
use of a Friends’ Room. Like all our funding, the
income generated is essential in supporting the vital
conservation work that is necessary in maintaining
these historic landmarks.The Friends have also helped
us in kind, escorting groups through the usually-closed
third floor apartments of the palace as part of our
involvement in the ‘Open House’ public access
scheme in September 2002.

The gardens at Hampton Court Palace have
particularly benefited from the benefactions of
individuals and trusts. In 2002 the Gosling Foundation
generously provided funding to enable us to start a
major restoration project along the ancient Long
Water Avenue and to create a spectacular fountain to
celebrate the Golden Jubilee. Officially unveiled by HM
The Queen on 15 November, it is the largest multi-jet fountain in
Britain, of a simple but striking design with five plumes of water
rising out of the easternmost end of the Long Water.The tallest of
the plumes spouts to 30 metres (100 feet), without the need of a
permanent structure above the surface of the water.

The computer-aided technology used for analysing Reigate
stone (top) is being used in an EU funded project to study
dust in the palaces and other important historic buildings.The
Tower does not stand inside the City of London – one of the
wealthiest areas in the country – but in the London Borough
of Tower Hamlets, one of the poorest areas.We are part of a
network of community resources.The Tower Environs Scheme
(above) is creating a traffic-free civic space with a community
education centre, and we organise a full (and widening)
programme of community activities that is often funded by
businesses and trusts.The children (right) are making
archaeological finds on the Thames foreshore, while the
children who wrote to thank us (opposite) for the Family
Learning Weekend activities clearly enjoyed themselves.
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The Eranda Foundation gave £50,000 to restore the Victorian
fountain and provide a baroque single jet display in the East Front
in an area originally called the Fountain Gardens, and a further
£30,000 to establish an apprenticeship in the gardens, key to our
goals of improving skills and educational access. Hampton Court
was also pleased to be able to restore the Rose Garden tree and
hedge feature and Jubilee Copse in Home Park thanks to a
generous donation from The Prince of Wales’ Royal Parks Tree
Appeal.

In 2002, the Tower Environs Scheme received the second half of a
most generous private donation from Sir Paul Getty, who sadly
died this year.This gift has enabled work to start on the next phase
of the scheme, which is due for completion in 2004.

In June 2003 the Heritage Lottery Fund gave agreement in
principle to £1.5 million grant in support of the project to re-
present Kew Palace.Working in partnership with the Royal Botanic
Gardens Kew, the new presentation will offer imaginative and
intriguing glimpses into the domestic arrangements of the little-
understood George III.

We would like to thank those who have invested in the future of
Historic Royal Palaces this year :

Barclays Bank plc

The Eranda Foundation

The European Commission

Friends of Hampton Court Palace

Garrard Holdings & Co

Sir Paul Getty

The Gosling Foundation

Heritage Lottery Fund

Man Group plc

Marsh and McLennan Companies Inc.

Pool of London Partnership

The Prince of Wales’ Royal Parks Tree Appeal

Prudential plc

Lord Rothschild

Tishman Speyer
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Visitors
Visitor numbers are a key performance measure for the
organisation. Following two years of increased
competition from new attractions during 1998/9 –
2000/1, visitor numbers declined again in 2001/2 as a
consequence of the foot-and-mouth crisis and the
terrorist attacks on September 11th. Some recovery has
been experienced during 2002/3 helped by marketing
focused on UK visitors, new exhibitions and enhanced
visitor activities.

Admissions revenue
Admissions income remains our most significant earnings
stream. Ticket prices have been increased in line with
inflation in the last four years, with the exception of
Kensington where, following market research, in April
2002 we were able to increase prices ahead of inflation.
Admissions revenue otherwise reflects the changes in
visitor numbers.

Retail sales revenue
In previous years retail sales had performed well due to
improved product ranges, improvements in
merchandising, a programme of shop refurbishments and
a high quality staff training programme.The fall in income
experienced in 2001/2 and 2002/3 reflected the reduced
numbers of visitors to our palaces. We have also closed
our flagship store at the Tower while it undergoes a
major expansion and refurbishment. Initiatives are
underway to develop off-site retail income streams that
are less dependent on visitor volume.

Income, expenditure and government funding
Cash reserves have held up well in the last year, helped
by recovering income.The cash reserves are needed to
fund the substantial commitments on the Tower Environs
Scheme as well as enabling the organisation to meet the
challenges of the continuing depressed tourism market.

Performance Trends and Targets
1999-2003

The ambitious scheme for re-presenting Kew
Palace includes the commissioning of textiles
and wallpapers based on original fragments
found inside. By 2006 – with the generous
assistance of grants and donations – we hope
that the fifth member of Historic Royal
Palaces' unique complement of historic
properties will be open to the public.
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2002/3 2002/3 2003/4

Target Actual Target

CUSTOMER SATISFACTION

Value for money 0.5-0.8 1.14 0.5-0.8

Enjoyment >1.25 1.45 >1.25

Helpful friendly staff >1.25 1.53 >1.25

PREFERRED EMPLOYER

Staff satisfaction (biannual) - - #

Sickness absent rate (days per employee) - 3.1* 6.0

Labour turnover - 11.1% 11.0%

*6 month

CONSERVATION

Level of investment in conservation # # #

Conservation of the built fabric % # # #

Delivery of major projects # # #

Collections care and management benchmark # # #

EDUCATION

Schools’ satisfaction rating # # #
PARTNERSHIPS

Partnership satisfaction rating # # #

OPERATIONAL EXCELLENCE

Operating surplus/employee £1,826 £5,821 £740

Operating surplus is defined as total income, excluding 

grants relating to projects, less the costs of running the 

palaces, excluding maintenance and project expenditure.

FINANCIAL PERFORMANCE

Visitor numbers (‘000s) 2,369 2,891 2,530

Admissions spend/visitor £7.96 £7.71 £8.06

Retail spend/visitor £3.15 £3.12 £3.85

Cash balance £6.6m £13.3m £1.0m

Funds raised from donations £4.8m £5.5m £4.2m

Expenditure compared to plan

– operating £29.2m+ £29.6m £31.4m

– projects and maintenance £10.5m £8.6m £19.7m

+Adjusted target following improved visitor numbers

Balanced Scorecard and Key Performance Indicators

Performance Trends and Targets
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Visitor satisfaction ratings
Historic Royal Palaces has exceeded all the agreed targets and has achieved the highest results since measurement started in 1992.

2002/3 Target 2002/3 Actual

Value for money 0.5- 0.8 1.14

Enjoyment >1.25 1.45

Helpful, friendly staff >1.25 1.53

Secretary of State’s Targets

It is a term of Historic Royal Palaces’ contract with the Secretary of State for Culture, Media and Sport, that the Trustees agree
performance targets with the Secretary of State. Historic Royal Palaces’ 2002/3 targets and performance against these agreed
targets are reported below.

Key to visitors’ ratings:

extremely good 2

quite good 1

acceptable 0

quite poor -1

very poor -2

(degree of confidence +/- 0.15)

Financial liquidity
Target - A cash balance on 31 March 2003 of not less than £6.6 million.

Outturn - £13.3 million.

This increase of £6.6 million above target was due to £2 million improvement in operating income and £0.8 million reduction in
working capital, £3.7 million due to delays in the start of the TES project, £1million release of project contingency less £0.9 million
increased investment in maintenance and improvement projects.

Conservation
Target - implement a minimum £1 million programme of planned conservation and maintenance despite the drop in visitor

income experienced since 11 September 2001.

Achieved - The programme was supplemented by extra funding during the financial year. At the year-end the value of work

completed was £1.3 million.

Target - prepare an overall assessment of the condition of the palaces to inform their future conservation and maintenance.

Achieved - a State of the Estate survey of all the palaces has been completed and the information has been set up on a new

database which will inform the prioritisation and programming of future planned conservation work.

Target - investigate and consolidate the footings of the Byward Tower Postern at the Tower of London to continue its phased

conservation.

Achieved - the phased archaeological excavation and underpinning of the Byward Tower Postern was successfully completed in

November 2002.

Performance Trends and Targets

Following the review of the Strategic Plan, a balanced scorecard approach is being implemented to monitor achievements against
each of the Group's strategic goals. The principal Key Performance Indicators (KPIs) are reported below. For some KPIs, measuring
performance and developing targets has only recently started. These are marked with "#".

The targets set for prior years can be viewed within previous years’ accounts, available on our Web site at www.hrp.org.uk.
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Trustees’ Report

Objectives

The objectives of Historic Royal Palaces, as set out in its Royal Charter, are, for the benefit of the nation:

• to administer, conserve, renovate, repair, maintain and improve the palaces to a high standard consistent with their status as
buildings of royal, historic and architectural importance; and

• to educate and inform the understanding of the public about the palaces and the skills required for their conservation by
providing public access, by exhibition, by the preparation of records, catalogues and inventories, by research and by publication and
by such other means as are appropriate.

Review of the developments, activities and achievements during the year

In 2002/3 unrestricted incoming resources totalled £37.0 million. While this represented an increase compared with 2001/2 it still
fell well short of the £39.2 million achieved in 2000/1. This lower performance was largely due to the reduction in overseas visitors
to the UK during and following the foot-and-mouth epidemic in 2001 and as a consequence of the heightened international
tensions following the terrorist attacks in the USA on 11 September 2001. While there was some recovery in unrestricted income
in the latter part of 2002/3, the build-up to the war in Iraq, which started in March 2003, witnessed a further decline in visitor
numbers. During the last 2 years, the Group has supplemented its income with a significant rise in restricted funds whilst containing
increases in operating expenditure (the overheads of the organisation) below the rate of inflation. This has allowed continuing
investment in maintenance and development projects including capital expenditure. Notwithstanding this, free reserves have
dropped from £6.3million on 31 March 2001 to £2.2million on 31 March 2003.

These trends are summarised below:

£’million 2000/1 2001/2 2002/3

Incoming resources

Unrestricted Funds 39.2 35.2 37.0

Restricted Funds 1.4 4.7 5.5

Total 40.6 39.9 42.5

Resources expended 38.0 38.8 41.1

Net movement in funds before revaluation 2.6 1.1 1.4

Capital expenditure 4.3 0.6 0.9

Free Reserves* 6.3 4.3  2.2

*Total funds less restricted funds, the revaluation fund and fixed assets, as defined by the Charities SORP

A detailed report on 2002/3 is given on pages 1 to 30.

Post balance sheet events

Responsibility for Apartments 1A and 3 in Kensington Palace and associated gardens (Princess Margaret’s former apartment) was
transferred to Historic Royal Palaces on 1 April 2003. Plans are being developed to open this area to the public from 2004
onwards.

In June 2003, the Heritage Lottery Fund approved in principle a grant of just under £1.5 million towards the re-presentation and
opening of Kew Palace. This £4.5 million project will be able to go ahead once the remainder of the funding has been secured.

Trustees

Details of the Trustees are given on page 31.

The Chairman of the Trustees is appointed by The Queen acting on the advice of the Secretary of State. Three Trustees are
appointed by The Queen and five Trustees are appointed by the Secretary of State, including, by virtue of his office, the Constable
of HM Tower of London. Trustees are appointed having regard to their experience and expertise and the contribution they can
make to furthering the Trust in its objectives.
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Financial Statements

Trustees
Sir Nigel Mobbs (appointed 29 July 2002 and Chairman since 1 January 2003)

The Rt Hon the Earl of Airlie KT GCVO (Chairman until 31 December 2002)

Field Marshal the Lord Inge KG GCB DL (Deputy Chairman)

Bridget Cherry FSA (appointed 1 January 2003)

Angela Heylin OBE

Simon Jones LVO

Sir Michael Peat KCVO (until 31 July 2002)

Alan Reid (appointed 31 July 2002)

Sir Hugh Roberts KCVO FSA

General Sir Roger Wheeler GCB CBE 

Gillian Wolfe MBE

Chief Executive and Secretary to the Trustees
Alan Coppin

Registered Office
Hampton Court Palace

Surrey KT8 9AU

Auditors of Historic Royal Palaces and the Group
The Comptroller and Auditor General

National Audit Office

157-197 Buckingham Palace Road

London SW1W 9SP

Auditors of Historic Royal Palaces Enterprises Ltd
Deloitte & Touche

180 Strand

London WC2R 1BL

Bankers
Barclays Bank plc
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Farrer & Co

66 Lincoln's Inn Fields

London WC2A 3LH
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number 3418583
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Statements of Responsibility

Statement of Trustees’ responsibilities

Law applicable to incorporated charities in England and Wales requires the Trustees of Historic Royal Palaces to prepare (or have
prepared) financial statements for each financial year which give a true and fair view of the state of affairs of the Trust and the
Group and of their financial activities during the year. In preparing those financial statements, the Trustees are required to:

• select suitable accounting policies and apply them consistently;

• make judgements and estimates that are reasonable and prudent;

• state whether applicable accounting standards and statements of recommended practice have been followed, subject to 
any material departures being disclosed and explained in the financial statements;

• ensure that the financial statements are prepared on the going concern basis unless it is inappropriate to assume that the 
Trust and the Group will continue in operation.

The Trustees are responsible for ensuring that proper accounting records are maintained which disclose with reasonable accuracy at
any time the financial position of the Trust and which enable them to ensure that the financial statements comply with the Charities
regulations and relevant Generally Accepted Accounting Practice.

They have a general responsibility for taking such steps as are reasonably open to them to safeguard the assets of the Group and to
prevent and detect fraud and other irregularities.

Sir Nigel Mobbs

Chairman of the Board of Trustees

23 June 2003

Accounting Officer’s responsibilities

The Accounting Officer for the Department for Culture, Media and Sport has designated the Chief Executive as the Accounting
Officer for the Trust. His responsibilities as Accounting Officer, including his responsibility for the propriety and regularity of the
public finances for which he is answerable and for the keeping of proper records, are set out in the Accounting Officer's
memorandum issued by HM Treasury and published in Government Accounting.

Alan Coppin

Chief Executive and Accounting Officer

23 June 2003

The Earl of Airlie ceased to be Chairman on 31 December 2002. He was succeeded by Sir Nigel Mobbs who was appointed to
be a Trustee on 29 July 2002 and Chairman on 1 January 2003. Sir Michael Peat retired as Trustee on 31 July 2002. He was
replaced by Alan Reid who was appointed on the same day. Bridget Cherry was appointed a Trustee on 1 January 2003.

Equal opportunities policies

Historic Royal Palaces is committed to a policy of equality of opportunity in all areas of employment, including recruitment, training,
performance management and promotion.To encourage diversity in the workplace formal policies in equal opportunities, disability
and harassment have been developed and communicated to all staff. General training on these policy areas is provided to staff, and
specific training is provided in areas such as recruitment and performance appraisals. Equality policies and practices are regularly
monitored and action plans developed, if appropriate, to deal with any specific issues.

Consultation with, and provision of information to, employees

The Trustees and Directors encourage widespread consultation and exchange of information at all levels of the organisation using a
range of different communication mechanisms. To facilitate information flows and discussion between the organisation and Trade
Union representatives, Partnership Meetings are regularly held both centrally and at each palace. In addition, staff are kept up to
date on the organisation’s progress through notice boards, team briefings and a staff newsletter Palaces Pulse.

Reserves policy

Reserves are needed to provide cover in the event of a significant reduction in income. In January 2003 the Trustees approved a
reserves policy and a strategic plan which assumed that cash reserves of at least £10 million will be generated by March 2008. The
Trustees considered this to be a prudent and achievable level of reserves for an organisation of this size taking account of the
trading outlook at the time. At March 2003 the cash reserves figure of £13.3 million was £6.6 million ahead of plan. This is despite
a reduction in income from January 2003. Plans are being put together to contain the impact of the continuing downturn in
income. It is now expected that the Trust will require an overdraft within the next 12 months. It remains the aspiration of the
Trustees to rebuild reserves once the trading recovers.

Free reserves, being amounts available for general purposes, are £2.2 million. This figure equates to total funds less restricted funds,
the revaluation fund and fixed assets, as defined by the Charities SORP.

Investments policy

It is the policy of Historic Royal Palaces to invest surplus funds in short-term cash deposits within the UK.

Suppliers’ payment policy

Historic Royal Palaces observes the principles of the CBI Better Payment Practice code. The code requires bills to be paid in
accordance with contractual obligations, or where no such conditions exist, within 30 days of the receipt of the goods or services,
or the presentation of a valid invoice, whichever is the later. It is the policy of Historic Royal Palaces to pay all invoices not in
dispute in accordance with contractual terms. Payments are made fortnightly and include all invoices received in Finance and due
for payment by the time of the next payment run.

During 2002/3 63 per cent of supplier invoices were paid within 30 days of date of invoice (66 per cent in 2001/2) and 80 per
cent within 40 days.

This payment performance has not been adjusted for invoices which have been delayed for payment due to a query with the
supplier.

Prior year adjustments

Adjustments to fixed assets within the Statement of Financial Activities are detailed in Note 7 to the Accounts.

Sir Nigel Mobbs Hampton Court Palace

Chairman of the Board of Trustees Surrey

23 June 2003 KT8 9AU

Trustees’ Report continued



3635

Statement on Internal Control

The Trustees and Accounting Officer are responsible for ensuring that the Group has a sound system of internal control to
safeguard its assets and funds and give assurance that its policies are implemented and its aims and objectives are met. They are
also responsible for reviewing the effectiveness of the system of internal control.

The system of internal control is designed:

• to identify and evaluate the nature and extent of the risks to the implementation of the Group’s policies, the achievement of 
its aims and objectives, and the safeguarding of its assets and funds; and

• to manage these risks efficiently, effectively and economically.

For reasons of cost and practicality, the system of internal control is intended to manage rather than to eliminate risks and to give
reasonable rather than absolute assurance.

This system has been in place for the year ended 31 March 2003 and up to the date of approval of the annual report and accounts
and accords with Charity Commission and Treasury guidance.

The principal elements of this system include the following:

• a Strategic Plan is in place which identifies the aims and objectives of the organisation. Annual Operating Plans are prepared 
by each department, covering detailed action plans required to support delivery of the Strategic Plan, and are used as a basis 
for performance measurement;

• the performance management process ensures that the organisation’s goals are reflected by individual staff members’
objectives and training plans;

• a continuing risk assessment programme is in place. This includes regular reviews and updates of the risk register by 
management. The Audit Committee regularly reviews the changing risk register ;

• the Audit Committee meets at least three times a year and reviews and advises on internal control issues raised by internal 
and external audit;

• the Internal Audit Department takes a risk-based audit approach to audits and operates in compliance with Government 
Internal Audit standards (except where this is impractical for this small department);

• progress in implementing internal audit recommendations is monitored by management and the Audit Committee;

• the Group has a project assessment and approval process which requires risk assessments to be done on all major projects;

• regular reviews are made of health and safety, environmental and security risks, and the implementation of related policies and 
procedures;

• new activities and changes to existing processes are routinely reviewed to ensure that adequate controls are in place;

• the IT systems and network are managed in compliance with BS7799 information security standard (except where this is 
impractical for this small department).

Improvements that have been made during the year include:

• the aims and objectives of the organisation and the Strategic Plan have been reviewed and updated in 2002/3;

• a State of the Estate review has been completed for all palaces for the first time, which will inform prioritisation of building 
conservation work in the short to medium term;

• Conservation Statements are being developed for each of the palaces for the first time, with statements for Kew Palace 
completed and Kensington Palace started;

• a survey based database is being established on the condition of the contents in our care as a preliminary step to starting an 
annual review of contents conservation.

• a review of disaster recovery processes is underway with the production of a draft Major Incident Plan for Hampton Court 
Palace and work starting on documenting the plans for the Tower of London and Kensington Palace;

• Investor in People status was achieved in July 2002;

• revised personnel policies have been introduced in the areas of redundancy and inefficiency. In addition, policies are currently 
being reviewed and appropriate amendments being made to comply with recent employment legislation;

• revised contracts of employment, new pension arrangements and a new leavers’ procedure have been introduced;

• an improved staff induction programme was introduced in August 2002;

• reporting of staff-related performance data was introduced in January 2003;

• a large number of process reviews are underway involving cross-functional teams and using the IMPACT programme for 
project management. Areas under review include organisation communications and customer service;

• an Events Procedures manual for Hampton Court Palace was implemented in June 2002;

• a revised Memorandum of Understanding with the Royal Household covering the management of the palaces was agreed by 
the Trustees in September 2002 and has been signed by the Lord Chamberlain.

Sir Nigel Mobbs Alan Coppin

Chairman of the Board of Trustees Chief Executive and Accounting Officer

23 June 2003

Report of the Remuneration Committee 

Membership
The membership of the Remuneration Committee normally comprises three Trustees. During the year the following Trustees
served on the committee: Lord Inge (Chairman), Angela Heylin and Sir Roger Wheeler.

Policy statement
The remit of the Remuneration Committee is governed by the legal framework of Historic Royal Palaces as set out in the Royal
Charter. In establishing the level of remuneration for each senior manager, the Remuneration Committee considers the guidelines
laid down by Greenbury and HM Treasury but has a remuneration policy similar to comparable and competing organisations. This
policy underpins the vision for Historic Royal Palaces, which is to be a world-leader in its field.

In contrast to directors of public limited companies, the members of the Board of Trustees receive no remuneration. However, they
are entitled to claim expenses and to make charges when instructed by the Trust to apply their specialist skills or knowledge. These
are set out in Note 8.

Review of activity during the year
The Directors received the same level of salary increase as other staff at the Annual Salary Review in August 2002.

In addition, the Directors (excluding the Chief Executive) received a performance-related bonus for the 2001/2 period. These
bonuses were in line with the Directors' performance-related bonus scheme that was introduced in August 2001. Actual bonus
payments were calculated on the basis of the overall performance of HRP and the Directors' individual performance against agreed
objectives.

Details of the emoluments of the Chief Executive are set out in Note 9, together with the salary scales of highest paid employees.

The Chief Executive was employed on a three-year contract which commenced in September 1999. In August 2001, this contract
was extended to October 2004. However, Alan Coppin will be leaving the organisation at his own request on 3 August 2003. The
new Chief Executive, Michael Day, will take over on 4 August 2003.



3837

Unrestricted Restricted Total Total 
funds funds 2003 2002

as restated
Note £000 £000 £000 £000  

Incoming Resources
Activities to further the charity’s objects:
Grant and donations 270 5,451 5,721 4,548
Admissions 22,636 - 22,636 21,525
Concessions 833 - 833 870

23,739 5,451 29,190 26,943
Activities to generate funds:
Retail 9,054 - 9,054 8,673
Functions and events 2,098 - 2,098 1,847
Licences and rents 1,265 - 1,265 1,495
Other 251 40 291 424

12,668 40 12,708 12,439
Bank interest 579 - 579 526
Total incoming resources 36,986 5,491 42,477 39,908

Resources expended
Costs of generating funds:
Publicity 584 - 584 650
Retail activities 6,200 - 6,200 6,085
Other commercial activities 999 - 999 1,524

7,783 - 7,783 8,259
Charitable expenditure:
Conservation and maintenance 9,473 698 10,171 7,508
Education and public access 18,698 1,070 19,768 18,632
Management and administration

Normal activities 3,181 - 3,181 4,097
Exceptional items 3 223 - 223 262

31,575 1,768 33,343 30,499
Total resources expended 4 39,358 1,768 41,126 38,758

Net movement in funds before
revaluation (2,372) 3,723 1,351 1,150
Revaluation of fixed assets 11 25 - 25 169

Net movement in funds (2,347) 3,723 1,376 1,319

Fund balance brought forward
at 1 April 2002 14,509 4,444 18,953 17,654
Prior year adjustment 7 964 - 964 944
At 1 April 2002 as restated 15,473 4,444 19,917 18,598
Fund balances carried forward
at 31 March 2003 13,126 8,167 21,293 19,917

The amounts shown above derive from continuing activities. There were no recognised gains or losses other than those disclosed
above. The notes on pages 41 to 57 form an integral part of these accounts.

Consolidated Statement of Financial Activities 
for the year ended 31 March 2003

The Certificate of the Comptroller and Auditor
General to the Trustees of Historic Royal Palaces

I have audited the financial statements on pages 38 to 57 which have been prepared under the historical cost convention as
modified for the revaluation of certain fixed assets, and the accounting policies set out on pages 41 to 42.

Respective responsibilities of the Trustees, Chief Executive and Auditor

As described on page 34, the Trustees and the Chief Executive as the Accounting Officer, are responsible for the preparation of
financial statements and for ensuring the regularity of financial transactions. The Trustees and the Chief Executive are also
responsible for the preparation of other contents of the Annual Report. My responsibilities, as independent auditor, are guided by
the Auditing Practices Board and the auditing profession’s ethical guidance.

I report my opinion as to whether the financial statements give a true and fair view, and are properly prepared in accordance with
the Charities Act 1993, and whether in all material respects the expenditure and income have been applied to the purposes
intended by Parliament and the financial transactions conform to the authorities which govern them. I also report if, in my opinion,
the other contents of the Annual Report are not consistent with the financial statements, if the Trustees have not kept proper
accounting records, or if I have not received all the information and explanations I require for my audit.

I read the other information contained in the Annual Report and consider whether it is consistent with the audited financial
statements. I consider the implications for my report if I become aware of any apparent misstatements or material inconsistencies
with the financial statements.

I review whether the statement on pages 35 to 36 reflects the Trustees’ compliance with Treasury’s guidance ‘Corporate
governance: statement on internal control’. I report if it does not meet the requirements specified by Treasury, or if the statement
is misleading or inconsistent with other information I am aware of from my audit of the financial statements.

Basis of audit opinion

I conducted my audit in accordance with United Kingdom Auditing Standards issued by the Auditing Practices Board. An audit
includes examination, on a test basis, of evidence relevant to the amounts, disclosures and regularity of financial transactions
included in the financial statements. It also includes an assessment of the significant estimates and judgements made by the Trustees
and Chief Executive in the preparation of the financial statements, and of whether the accounting policies are appropriate to
Historic Royal Palaces’ circumstances, consistently applied and adequately disclosed.

I planned and performed my audit so as to obtain all the information and explanations which I considered necessary in order to
provide me with sufficient evidence to give reasonable assurance that the financial statements are free from material misstatement,
whether caused by error, or by fraud or other irregularity and that, in all material respects, the expenditure and income have been
applied to the purposes intended by Parliament and the financial transactions conform to the authorities which govern them. In
forming my opinion I also evaluated the overall adequacy of the presentation of information in the financial statements.

Opinion

In my opinion:

• the financial statements give a true and fair view of the state of affairs of Historic Royal Palaces Group at 31 March 2003 
and of its incoming resources and application of resources for the year then ended and have been properly prepared in 
accordance with the Charities Act 1993; and

• in all material respects the expenditure, income and resources have been applied to the purposes intended by Parliament 
and the financial transactions conform to the authorities which govern them.

John Bourn National Audit Office

Comptroller and Auditor General 157-197 Buckingham Palace Road

30 June 2003 London SW1W 9SP

The maintenance and integrity of Historic Royal Palaces' website is the responsibility of the Trustees and the Accounting Officer ; my work does not involve
consideration of these matters and accordingly I accept no responsibility for any changes that may have occurred to the financial statements since they were initially
presented on the web site.
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Cash flow statement 2003 2002
as restated

£000 £000

Net cash inflow from operating activities 2,696 1,827

Returns on investment and servicing of finance:

Interest received 499 557

Taxation paid (3) (3)

Investing activities:

Purchase of tangible assets (917) (569)

Management of liquid resources:*

Net purchase of short-term deposits 2,016 (1,472)

Increase in cash 4,291 340

2003 2002

Reconciliation of net incoming resources to net as restated
cash inflow from operating activities £000 £000

Net incoming resources from charitable and trading activities 1,351 1,150

Interest receivable (579) (526)

Taxation 4 4

Depreciation 1,332 1,357

Donated fixed assets (276) (32)

Loss on disposal of fixed assets 79 50

(Increase)/decrease in stocks (126) 39

Decrease/(increase) in debtors 124 (446)

Increase in creditors: current liabilities 845 273

Decrease in provisions for liabilities and charges (58) (42)

Net cash inflow from operating activities 2,696 1,827

Analysis of net funds 2003 2002 Change

in year

£000 £000 £000

Cash at bank and in hand 4,737 446 4,291

* Liquid resources includes term deposits of less than a year.

Consolidated Cash Flow Statement 
for the year ended 31 March 2003

Consolidated & Trust Balance Sheets
as at 31 March 2003

Group Trust Group Trust

2003 2003 2002 2002

as restated as restated

Note £000 £000 £000 £000

Fixed assets:
Tangible assets 11 10,654 10,654 10,848 10,848

Current assets:

Stocks – goods for resale 1,122 - 996 -

Debtors 12 2,495 5,331 2,619 4,967

Short-term cash deposits 8,556 6,911 10,572 8,652

Cash at bank and in hand 4,737 3,802 446 29

16,910 16,044 14,633 13,648

Creditors:

Amounts falling due within one year 13 6,232 5,366 5,467 4,482

Net current assets 10,678 10,678 9,166 9,166

Total assets less current liabilities 21,332 21,332 20,014 20,014

Provision for liabilities and charges 14 39 39 97 97

Net assets 21,293 21,293 19,917 19,917

Total funds 5 21,293 21,293 19,917 19,917

These financial statements were approved by the Trustees and the Accounting Officer on 23 June 2003 and were signed on their
behalf by:

Sir Nigel Mobbs

Chairman of the Board of Trustees

The notes on pages 41 to 57 form an integral part of these accounts.

Alan Coppin

Chief Executive and

Accounting Officer
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g) Tangible fixed assets

Tangible fixed assets costing more than £2,000 are capitalised and included at cost and revalued annually using appropriate indices.
The amount of the revaluation is credited (or debited) to a Revaluation Fund. All expenditure on repairing and maintaining the
original fabric of the buildings and on non-revenue generating improvements is written off in the year incurred. Following the
matching principle, all improvements to the fabric of the buildings, with the aim of raising or increasing revenue, are capitalised.
Assets purchased by or gifted to the Trust’s predecessors prior to September 1989 have not been capitalised. Depreciation is
provided to write off the revalued cost of tangible fixed assets (assuming no residual value) by equal instalments over their useful
economic lives as follows:

Buildings and refurbishments 10 years

Fixtures and fittings 10 years

Plant and machinery 10 years

Furniture and equipment 10 years

Vehicles 5 years

Computer software 5 years

Computer hardware 3 years

Recognising that the Group owns and purchases assets that are unlikely to depreciate in value and have a life in excess of 50 years,
a category of assets known as ‘artefacts’ exists. Such assets are held for the purpose of interpretation within the palaces. Artefacts
are not depreciated as their residual value is considered to be higher than the carrying value. Regular impairment reviews of
artefacts are undertaken.The status of the palaces and much of their contents is stated in Note 19.

h) Investment in subsidiary

In the Trust's accounts, the investment in its subsidiary undertaking, HRPE, is stated at cost.

i) Stocks

Stock is stated at the lower of cost and net realisable value. Cost of sales is determined on a weighted average basis and includes
all costs of purchase such as associated transportation charges.

j) Leases

The group has no finance leases. Costs relating to operating leases are charged in the Statement of Financial Activities over the life
of the lease.

k) Pensions and other post-retirement benefits

The Trust operates a funded pension scheme providing benefits based on final pensionable pay. The assets of the scheme are held
separately from those of the Group. Contributions to the scheme are charged to the Statement of Financial Activities so spreading
the cost of pensions over employees' working lives with the Trust. In October 2002 the scheme was closed to new members. A
group personal pension scheme based on defined contributions has been set up for new members of staff.

l) Taxation

As a charity the Trust is exempt from corporation tax under section 505 ICTA 1988. HRPE passes its profits after tax by gift aid to
the Trust to leave reserves at or close to nil.

All VAT is recoverable with the exception of VAT incurred on the provision of residential accommodation.

m) Gifts in kind

Fixed assets and other items donated to the group are included as income at market value at the time of receipt.

n) Grants receivable

Grants are accounted for on a receivable basis.

Notes to the Consolidated Accounts
for the year ended 31 March 2003
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Notes to the Consolidated Accounts

1 Accounting policies

The following accounting policies have been applied consistently in dealing with items which are considered material in relation to
the financial statements of the Trust, Historic Royal Palaces (HRP), and its trading subsidiary, Historic Royal Palaces Enterprises Ltd
(HRPE), together ‘the Group’.

a) Status of charity

Historic Royal Palaces is a registered charity established by Royal Charter.

b) Basis of preparation

The accounting format and policies are in accordance with the Statement of Recommended Practice: Accounting and Reporting by
Charities dated November 2000 (the SORP). Without limiting the information given, the accounts meet the requirements of the
Companies Act 1985 and accounting standards issued or adopted by the Accounting Standards Board, so far as those requirements
are applicable. The financial statements have been prepared under the historic cost convention, as modified by the inclusion of
fixed assets at their depreciated current cost (in accordance with HM Treasury guidelines). No separate statement of financial
activities has been presented for the Trust alone as permitted by section 230 of the Companies Act 1985 and paragraph 304 of the
SORP.

c) Basis of consolidation

The Group accounts consolidate HRP and its subsidiary undertaking, HRPE, which has a co-terminous year-end. Consolidation has
been carried out on a line-by-line basis.

d) Funds

Incoming resources and resources expended are allocated to particular funds according to their purpose.

Unrestricted fund – the unrestricted fund includes income from admissions, donations and other income received without
restriction including retained profits of HRPE. Unrestricted funds are available for use at the discretion of the Trustees in
furtherance of the general objectives of the charity.

Restricted funds – restricted funds include those receipts which are subject to specific restrictions imposed by donors,
including grants towards specific conservation and improvement projects undertaken at the palaces. Funds are transferred to the
unrestricted fund as and when restrictions are satisfied.

e) Income and expenditure

All income and expenditure is accounted for on an accruals basis.

Expenditure is classified under the principal categories of costs of generating funds and charitable expenditure, rather than the type
of expense, in order to provide more useful information to users of the financial statements.

The expenditure classifications comprise direct expenditure including direct staff costs attributable to the activity.

Management and administration costs are those incurred in connection with the management of the Group’s and the Trust’s assets,
organisation, administration and compliance with constitutional and statutory requirements.

f) Notional cost of capital

HM Treasury requires Non-Departmental Public Bodies to make a notional charge in their accounts for the cost of capital
employed in their activities, calculated as 6% of average capital employed. Given the nature of the Group’s business and its funding
arrangements, notably the fact that the Group does not receive grant-in-aid, the Trustees consider it would be inappropriate to
include such a charge in the Statement of Financial Activities. Had such a notional charge been included, it would have amounted
to £1,206,000 for the year ended 31 March 2003.

for the year ended 31 March 2003
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4 Total Resources expended

Staff costs Other Depreciation Total Total

2003 2002

£000 £000 £000 £000 £000

Costs of generating funds:

Publicity 354 230 - 584 650

Retail activities 1,608 4,491 101 6,200 6,085

Other commercial activities 180 780 39 999 1,524

2,142 5,501 140 7,783 8,259

Charitable expenditure:

Conservation and maintenance 3,725 6,196 250 10,171 7,508

Education and public access 8,346 10,553 869 19,768 18,632

Management and administration

Normal activities 1,929 1,179 73 3,181 4,097

Exceptional items 223 - - 223 262

14,223 17,928 1,192 33,343 30,499

Total 16,365 23,429 1,332 41,126 38,758

Total Total
2003 2002

£000 £000

Resources expended include charges for: 

Auditors’ remuneration:

Audit 31 31

Other services 8 1

Hire of equipment:

Computers 165 175

Plant and machinery 127 158

Other 169 169

Travel and subsistence 132 142

Insurance (including public and product liability and professional indemnity) 135 109

Depreciation and other amounts written off to tangible fixed assets:

Owned 1,332 1,377

Corporation tax 4 4

Notes to the Consolidated Accounts
for the year ended 31 March 2003

2 Historic Royal Palaces Enterprises Ltd
The Trust has one wholly owned trading subsidiary, HRPE, with a paid-up share capital of £2.00  HRPE is incorporated in the UK.
The principal activities of the company are retailing and functions and other events held at the palaces managed by the Trust. A
summary of its trading results and its net assets is shown below. Audited accounts are filed with the Registrar of Companies.

Profit and loss account 2003 2002

£000 £000

Turnover 12,036 12,148

Cost of sales (3,940) (3,791)

Gross profit 8,096 8,357

Administrative expenses (5,508) (6,075)

Interest receivable 90 131

Net profit 2,678 2,413

Amount passed as gift aid to HRP (2,674) (2,409)

Taxation (4) (4)

Retained in subsidiary - -

Balance Sheet as at 31 March 2003 2003 2002

£000 £000

Stocks _ goods for resale 1,122 996

Debtors 398 491

Short-term cash deposits 1,645 1,920

Cash 935 490

Current liabilities (4,100) (3,897)

Net assets - -

Share capital and reserves - -

3 Exceptional items

The following exceptional item has been included under 'Management and administration'.

£222,837 was incurred or accrued in compensation for loss of office payments to several staff members (£262,120 in 2002).

Notes to the Consolidated Accounts
for the year ended 31 March 2003
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5 Total funds
Unrestricted funds Restricted funds

General Revaluation Total Tower Other Total Total
Environs Funds

Scheme

£000 £000 £000 £000 £000 £000 £000

Funds as at 1 April 2002

- as originally stated 14,232 277 14,509 4,104 340 4,444 18,953

Prior year adjustment 964 - 964 - - - 964

Funds as at 1 April 2002 

- as restated 15,196 277 15,473 4,104 340 4,444 19,917

Incoming resources 36,986 - 36,986 4,901 590 5,491 42,477

Resources expended (39,304) (54) (39,358) (1,002) (766) (1,768) (41,126)

Revaluations - 25 25 - - - 25

Funds as at 31 March 2003 12,878 248 13,126 8,003 164 8,167 21,293

The Tower Environs Scheme Fund was established to fund a series of major improvements to the immediate environs of the Tower
of London, to a standard that befits its status as a World Heritage Site.

There is a remote possibility that grants received from the Pool of London Partnership and the Heritage Lottery Fund for the
Tower Environs Scheme would require repayment if certain conditions are not fulfilled. Grants received from these bodies are,
therefore, included within restricted funds (see Note 18).

Restricted income received during the year was from the following sources:

2003 2002

£000 £000

Pool of London Partnership 1,864 1,696

Heritage Lottery Fund 731 186

European Commission Research Directorate General 53 -

Other grants 1 -

Total grant income 2,649 1,882

Sir Paul Getty 2,250 2,250

The Gosling Foundation Ltd 350 250

The Eranda Foundation 80 -

Barclays Bank 28 -

The Prince of Wales’ Royal Parks Tree Appeal 10 -

Other donations 84 153

Total donations 2,802 2,653

DCMS contribution to HRP pension scheme - 167

Other restricted income 40 15

Total restricted income 5,491 4,717

Notes to the Consolidated Accounts
for the year ended 31 March 2003

Notes to the Consolidated Accounts
for the year ended 31 March 2003

6 Intangible income
Incoming resources includes gifts in kind as follows:

2003 2002

£000 £000

London Borough of Tower Hamlets - Traders Gate and Wakefield Gardens* 270 -

Tishman Speyer Properties - work done on provision of a service road 

between Tower Place and Tower Hill 55 -

Sir Donald Logan - Levee Dress with sword and Tropical Dress 6 -

Asprey and Garrard - Blue Peter Crown for the Millennium - 20

Fishmongers’ Company - Annigoni portrait - 12

331 32

* stated at market value on the basis of an independent valuation carried out by Mr G Collison BA(Hons) MRICS of GeraldEve
Chartered Surveyors. The valuation refers to the building only as the land known as Wakefield Gardens has been assessed internally
at a value of zero due to restrictions imposed upon ownership.

7 Prior year adjustment
A review of all artefacts under the care and management of the Trust has resulted in a prior year adjustment that has increased the
net book value of fixed assets held by £962,942. The analysis of this prior year adjustment is described below with the relevant
values disclosed in the following table:

a) Assets not previously capitalised

The review of artefacts identified a number of donated and purchased items that should have been capitalised under the Trust’s
accounting policies. The majority of these artefacts were acquired prior to April 1998 when the Historic Royal Palaces Agency, the
predecessor body of HRP, was responsible for the palaces. These items have been capitalised at their original purchase cost. Where
this was not available an independent valuation for these assets has been included in the accounts.

b) Reclassification of assets

The review highlighted artefacts that had previously been capitalised and depreciated under furniture and equipment.The cost of
these items has been transferred to the correct category. Depreciation previously charged on these assets has been written back.

c) Correction of individual values

A physical verification exercise identified artefacts with incorrect descriptions and values. Updates have been made to these items.

Surplus for the year ended Funds brought forward Total prior year adjustment

31 March 2002 1 April 2001

£'000 £'000 £'000

As previously stated 1,299 17,654 18,953

Restatement of prior year :

Assets not previously capitalised       (a) 0 1,042 1,042

Reclassification of assets                 (b) 20 (36) (16)

Correction of individual values         (c) 0 (62) (62)

Prior year adjustment 20 944 964

As restated 1,319 18,598 19,917
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8 Remuneration of Trustees
None of the Trustees received any remuneration during the year in connection with services to the Trust or its subsidiary.
Reimbursement of travel expenses incurred by the Trustees whilst carrying out their responsibilities for the Trust totalled £4,555
(2002: £7,142) for the year ending 31 March 2003. Expenses were reimbursed to 3 (2002:3) Trustees.
HRP does not provide liability insurance for Trustees.

9 Staff numbers and costs
The average number of full-time equivalent staff (including senior management) employed during the year was as follows:

2003 2002

No. of staff No. of staff 
restated 

Publicity 8 8

Retail activities 73 79

Other commercial activities 5 6

Conservation and maintenance 126 126

Education and public access 325 281

Management and administration 48 51

Total 585 551

Staff numbers for 2002 have been restated to reflect changes in operational management. Due to the insourcing of the State
Apartment Warders and Control Room staff in October 2001 staff numbers have risen by 90 staff in 2003 (2002: 45 staff) within
Education and Public Access. Allowing for this change, there has been a real reduction in staff numbers of 11 and a 40% reduction
in the cost of agency staff (see below).

The aggregate payroll costs of these staff were as follows:

2003 2002

£000 £000

Wages and salaries 13,001 11,675

Compensation for loss of office 223 262

Social security costs 919 848

Pension costs 2,222 2,088

Total 16,365 14,873

The above totals for payroll costs do not include amounts paid for agency staff in the year of £284,910 (2002: £472,302).

Notes to the Consolidated Accounts
for the year ended 31 March 2003

Notes to the Consolidated Accounts
for the year ended 31 March 2003

9 Staff numbers and costs (continued)
The number of employees whose remunerations (excluding pension contributions and compensation for loss of office) were:

2003 2002

No. of staff No. of staff

£50,001 to £60,000 6 6

£60,001 to £70,000 1 -

£70,001 to £80,000 1 4

£80,001 to £90,000 4 2

£90,001 to £100,000 1 1

£100,001 to £110,000 - 1

The aggregate emoluments of the Chief Executive were as follows:

Total Pension Pension  

Age Salary increase accrued

in year at 31 March 2003

Alan Coppin 52 £114,376 £1,583 £5,524

a) The increase in accrued pension during the year excludes any increase for inflation.

b) The pension entitlement shown is that which would be paid annually on retirement based on service at 31 March 2003.

Emoluments for the Chief Executive in 2001/2 totalled £104,666 (excluding pension benefits).

10 Retirement benefits
a) Defined Benefit Pension Scheme

The Trust continues to operate a defined benefit pension scheme for all staff who had received a letter of offer prior to 1 October
2002. A full actuarial valuation was carried out at 31 January 2002 and updated to 31 March 2003 by a qualified independent
actuary. The major assumptions used by the actuary were:

At At

31 March 2003 31 March 2002

Rate of increase in salaries 4.0% 4.0%

Rate of increase in pensions in payment were LPI applies 2.5% 2.6%

Discount rate 5.4% 5.9%

Inflation assumption 2.5% 2.9%

Pre and post-retirement mortality table PA92 c2015 PA92 c2015

(PA - Pension Annuitant Tables)
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10 Retirement benefits (continued)
The assets in the scheme and the expected return were:

Long-term rate of Value at Long-term rate of Value at

return expected 31 March 2003 return expected 31 March 2003

at 31 March 2003 £000 at 31 March 2002 £000

Equities 6.6% 8,169 7.9% 8,939

Bonds 4.6% 1,304 5.9% 976

Other (property, cash, etc) 4.6% 208 5.9% 18

Total market value of Assets 9,681 9,933

Present value of scheme Liabilities (17,067) (12,950)

Net pension liability (7,386) (3,017)

Reporting requirements under FRS17 ‘Retirement Benefits’ are currently in a transitional stage. The amounts disclosed below will be
included in the Statement of Financial Activities (SOFA) and the balance sheet when full reporting comes into effect from 31 March
2004.

Analysis of the amount that would have been charged to resources expended in the SOFA if FRS17 had been
fully implemented

2003

£000

Current service cost 2,327

Analysis of the amount that would have been credited to incoming resources in the SOFA if FRS17 had been
fully implemented

2003

£000

Expected return on pension scheme assets 855

Interest on pension scheme liabilities (837)

______

Net return 18

=====
Analysis of amount that would have been recognised in a statement of total recognised gains and losses
(STRGL) if FRS17 had been fully implemented

2003

£000
Actual return less expected return on pension scheme assets (3,462)

Experience gain arising on the scheme liabilities 104

Changes in assumptions underlying the present value of the scheme liabilities (924)

______

Actuarial loss (4,282)

=====

Notes to the Consolidated Accounts
for the year ended 31 March 2003

Notes to the Consolidated Accounts
for the year ended 31 March 2003

10 Retirement benefits (continued)
Movement in funds during the year

2003

£000

Deficit in scheme at beginning of the year (3,017)

Movement in year :

Current service cost (2,327)

Contributions 2,222

Other finance income 18

Actuarial loss (4,282)
Deficit in scheme at end of the year (7,386)

======

A Schedule of Contributions certificate was signed on 24 April 2003. Contributions will be paid at the rate of 25.0% of pensionable
pay with effect from 1 April 2003 (24.2% during 2002/3).

Summary of experience of gains and losses

2003

£000

Difference between the expected and actual return on scheme assets:

Amount (3,462)

percentage of scheme assets (36%)

Experience gain on scheme liabilities:

Amount 104

percentage of the present value of the scheme liabilities 1%

Total actuarial loss which would have been recognised in a statement of total recognised gains and losses if FRS17 had been fully
implemented:

Amount (4,282)

percentage of the present value of the scheme liabilities (25%)

b) Defined Contribution Scheme

A group personal pension scheme based on defined contributions was set up for new members of staff with effect from October
2002. The cost for the period was £480, with nil outstanding or prepaid contributions at the balance sheet date.
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11 Tangible fixed assets
Freehold Fixtures & Furniture & Computers Plant, Artefacts Assets in Total
buildings fittings equipment machinery course  of

& vehicles construction
£000 £000 £000 £000 £000 £000 £000 £000

Cost as re-valued
Balance as at 1 April 2002 
originally stated 5,744 2,908 2,677 634 2,075 1,747 675 16,460
Prior year adjustment - - (109) - - 980 - 871
Balance at 1 April 2002 - restated 5,744 2,908 2,568 634 2,075 2,727 675 17,331
Additions 270 19 24 10 7 18 845 1,193
Disposals (105) (7) (56) (29) (15) - (56) (268)
Transfers - - - - - 12 (12) -
Indexation in the year 183 (102) (89) (17) (116) - - (141)

Balance as at 31 March 2003 6,092 2,818 2,447 598 1,951 2,757 1,452 18,115

Accumulated depreciation
Balance as at 1 April 2002 
originally stated 1,123 1,823 2,033 443 1,154 - - 6,576
Prior year adjustment - - (93) - - - - (93)
Balance at 1 April 2002 - restated 1,123 1,823 1,940 443 1,154 - - 6,483
Charge for the year 582 259 206 115 170 - - 1,332
Disposals (83) (5) (46) (28) (14) - - (176)
Indexation of accumulated depreciation 35 (65) (72) (12) (64) - - (178)

Balance as at 31 March 2003 1,657 2,012 2,028 518 1,246 - - 7,461

Net book value
As at 31 March 2003 4,435 806 419 80 705 2,757 1,452 10,654

As at 1 April 2002 originally stated 4,621 1,085 644 191 921 1,747 675 9,884
Prior year adjustment - - (16) - - 980 - 964
As at 1 April 2002 - restated 4,621 1,085 628 191 921 2,727 675 10,848

The net book value as at 31 March 2003 represents fixed assets used for :

Costs of generating funds:

Publicity - - 2 - - - - 2

Retail activities 129 159 6 7 5 - 1,246 1,552

Other commercial activities 4,188 - - - 427 - - 4,615
4,317 159 8 7 432 - 1,246 6,169

Charitable expenditure:

Conservation and maintenance - 326 98 2 222 - 5 653

Education and public access 118 318 305 6 51 2,757 201 3,756

Management and administration - 3 8 65 - - - 76

4,435 806 419 80 705 2,757 1,452 10,654

Notes to the Consolidated Accounts
for the year ended 31 March 2003
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11 Tangible fixed assets (continued)
Historic cost accounting

Fixed assets have been revalued using indices provided by the Office for National Statistics. Had HRP used historic cost accounting
the net book value would be £10,406,000 and the depreciation for the year would be £1,278,000.

2003 2002

Revaluation fund £000 £000

Balance as at 1 April 2002 277 139

Disposals (12) (2)

Indexation in the year (141) 246

In year depreciation on re-valued element (54) (31)

Indexation of accumulated depreciation 178 (75)

Balance as at 31 March 2003 248 277

The prior year adjustment had a nil effect on the revaluation fund.

12 Debtors
Group Trust Group Trust

2003 2003 2002 2002

£000 £000 £000 £000

Trade debtors 746 419 1,105 649

Amounts due from subsidiary - 3,235 - 2,839

Other debtors 453 451 354 354

Prepayments and accrued income 1,296 1,226 1,160 1,125

2,495 5,331 2,619 4,967

13 Creditors: amounts falling due within one year
Group Trust Group Trust

2002 2002 2001 2001

£000 £000 £000 £000

Bank overdraft - - - 73

Trade creditors 1,193 1,075 1,145 942

Other creditors including taxation 831 554 881 545

Accruals 3,579 3,463 2,883 2,732

Deferred income 629 274 558 190

6,232 5,366 5,467 4,482

Notes to the Consolidated Accounts
for the year ended 31 March 2003
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16 Financial commitments under operating leases
Group Trust Group Trust

2003 2003 2002 2002

£000 £000 £000 £000

Operating lease payments payable within one 

year of the balance sheet date were in respect 

of leases expiring:

Land and buildings:

More than five years 169 169 169 169

Others:

Within one year 25 25 39 39

Between two to five years 223 214 140 133

Total payable within one year 417 408 348 341

Notes to the Consolidated Accounts
for the year ended 31 March 2003

14 Provision for liabilities and charges
Total

2003

£000

Provision for Early Retirement Scheme

Balance as at 1 April 2002 97

Amounts charged in the year (41)

Reversal of unused amounts (17)

Balance as at 31 March 2003 39

£20,592 of the provision is payable within one year.

The Early Retirement Scheme is operated by the Principal Civil Service Pension Scheme (PCSPS). This scheme gives retirement
benefits to certain qualifying employees who took early retirement and had pension benefits retained in the PCSPS. HRP is
responsible for incremental contributions to PCSPS until the qualifying former employees reach normal retirement age.

15 Financial instruments
FRS13, Derivatives and other financial instruments, requires disclosure of the role financial instruments have had during the period in
creating or changing the risks the Group faces in undertaking its activities.

As permitted by FRS13, debtors and creditors maturing or becoming payable within 12 months from the balance sheet date have
been omitted from this note.

Liquidity risk

Approximately 75 per cent of the Group’s revenues are derived directly or indirectly from the day visitors to the palaces. While
analysis has shown the volume of visitors to be relatively stable in the long term, a number of external factors have reduced visitor
numbers in the last four years. Key among these has been increased competition from new and improved visitor attractions in the
London area, and the impact on the tourism market of the foot-and-mouth outbreak and the September 11th terrorist attacks
during 2001, followed by the war with Iraq in 2003. These have underlined the importance of the Group’s long-term strategies to
build reserves while diversifying income steams. Another important strategy is to put in place a borrowing facility. Both DCMS and
HM Treasury have given approval in principle to short-term borrowings of £4 million. Discussions continue with DCMS, whose
permission is required before such a facility can be entered into.

Investments and interest rate risk

The reserves and investments policies of the Group are outlined in the Trustees Report of the accounts (pages 33). Interest income
is 1.3 per cent of the revenues of the Group, and the interest rate is, therefore, not a significant risk for the Group.

Notes to the Consolidated Accounts
for the year ended 31 March 2003

15 Financial instruments (continued)
Financial assets

Total Non-interest bearing Floating-rate Fixed-rate Fixed-rate 
cash held cash held short-term cash weighted

deposits held average

interest rate

£000 £000 £000 £000

At 31 March 2003 Sterling 13,293 40 4,697 8,556 3.7%

At 31 March 2002 Sterling 11,018 40 406 10,572 3.7%

All fixed rate financial assets will mature within 12 months from the balance sheet date.

The book value equals the fair value of the financial assets held.

Finance liabilities

There were no financial liabilities requiring disclosure under FRS13.

Foreign currency risk

Foreign currency transactions are not material.
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19 Related party transactions (continued)
Related party Connected party 2003 2002 Detail of transaction

£000 £000

Department for
Culture, Media and
Sport (DCMS)

Barclays Bank plc

and Barclays plc

Royal Collection Trust
(RCT) and Royal
Collection Enterprises
Limited (RCEL) which
is a wholly owned
subsidiary of RCT

The Secretary of State has
contracted HRP to manage the
palaces. HRPE Ltd is a wholly owned
subsidiary of HRP.

Sir Nigel Mobbs (Trustee of HRP
from 29 July 2002 and Chairman of
the Board of HRP Trustees from 1
January 2003) was a director of
Barclays plc and Barclays Bank plc
until 24 April 2003.

Alan Reid (Trustee of HRP since 31
July 2002) has been a Trustee of
RCT since 31st July 2002. Sir
Michael Peat (Trustee of HRP until
31 July 2002) was a Trustee of RCT
until 31 July 2002.

Sir Michael Peat was the Chairman
of RCEL until 31 July 2002. Alan Reid
has been the Chairman of RCEL
since 31 July 2002. Sir Hugh Roberts
(Trustee of HRP) is a Director of
RCEL.

(nil)

(nil)

2

(nil)

9

(nil)

640

(13)

18

(1)

149

(11)

535

(8)

28

(nil)

19

(15)

9

(nil)

10

(10)

167

(16)

3

(1)

(nil)

(nil)

520

(11)

14

(1)

133

(11)

523

(26)

(nil)

(nil)

15

(nil)

5

(nil)

13

(nil)

Reimbursement by DCMS of incremental costs
of contributions to HRP pension scheme.

Charges made by HRPE for functions held at
HM Tower of London.

Charges made by HRPE for functions held at
HM Tower of London and Kensington Palace.

Purchases made by HRP/HRPE through Barclays
VISA Purchasing Card.

Charges made to HRP/HRPE by Barclays Bank
plc.

Charges made to HRP/HRPE by Barclays
Merchant Services.

Interest received by HRP/HRPE from Barclays
Bank plc.

Donations received from Barclays Bank plc to
HRP for a local schools week and Family
Learning Weekend.

Charges made by HRPE to RCT for cleaning and
conservation of tapestries.

Charges made by RCEL to HRP and HRPE for
the right to produce images of Royal Collection
items and for the purchase of goods for resale.

Recovery by RCT from HRP of a proportion of
the costs of maintaining Royal Collection items
displayed in the palaces.

Notes to the Consolidated Accounts
for the year ended 31 March 2003
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17 Capital commitments
Group Trust Group Trust

2003 2003 2002 2002

£000 £000 £000 £000

Contracted capital commitments 

as at 31 March 2003, for which no 

provision has been made in the accounts:

Contracted 11,609 11,609 1,203 1,203

Authorised 3,542 3,542 1,018 1,018

15,151 15,151 2,221 2,221

Commitments include £8,658,000 (2002: £825,000) relating to projects which are being funded by donations from third parties.

18 Contingent liabilities
From April 2003 either HRP or the Secretary of State for Culture, Media and Sport may give one year’s notice of termination of the
contract to manage the palaces. Upon termination, a calculated net asset value would revert to the Secretary of State, being the
lower of the value of the net assets transferred on 1 April 1998 (indexed for inflation and as revised for material changes in
accounting policy) or the value of the equivalent assets held at the date of termination of the contract.

Grants receivable from the Pool of London Partnership and the Heritage Lottery Fund for the Tower Environs Scheme have
conditions attached concerning the future purpose of this scheme. HRP considers that the possibility of these conditions being
breached is remote.

A number of claims from contractors and others are outstanding as at 31 March 2003. HRP is contesting these and does not
believe a material liability will arise.

The Historic Royal Palaces Pension Scheme has reported a funding deficit of £7.4 million on liabilities of £17.1 million using the
methodology set out in FRS17 Retirement Benefits (see note 10). Despite this deficit the Scheme Actuary has confirmed that the
scheme remains fully funded when valued on a Minimum Funding Requirement (MFR) basis. Valuations are expected to remain
volatile in the short to medium term as a consequence of the decision to close the scheme to new members from October 2002,
and due to the expected continuing fluctuations in investment markets. The Employer and the Pension Trustees have taken the
precaution of increasing funding levels with effect from 1 April 2003 and increasing the proportion of investments in bonds and gilts
from 10 per cent to 20 per cent. The funding of the Pension Scheme remains a contingent liability for HRP.

19 Related party transactions
This note lists material transactions with other entities in which either Trustees or employees of Historic Royal Palaces or their
spouse hold positions of authority. It also details material transactions with members of the Royal Family and all transactions with
Trustees (with the exception of remuneration of Trustees which is covered in Note 8).

The palaces and much of their contents are held by The Queen in right of crown. These contents are the responsibility of the Royal
Collection Department of the Royal Household.

The figures in brackets represent the amounts due at the balance sheet date.

Notes to the Consolidated Accounts
for the year ended 31 March 2003
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19 Related party transactions (continued)
Related party Connected party 2003 2002 Detail of transaction

£000 £000

General Sir Roger Wheeler paid £324 for warding costs incurred on his behalf by HRP.

Royal Armouries (RA)

Gardiner and Theobald
(G&T)

Pell Frischmann
Consultants Limited
(PFC)

The Attingham Trust 

Allen and Overy

BAE Systems

General Sir Roger Wheeler
(Trustee of HRP) is a Trustee of
RA.

Simon Jones (Trustee of HRP) is a
senior partner of G&T.

Robert Hill (part-time employee of
HRP) is a consultant for PFC.

Sir Hugh Roberts is a member of
the Council of the Attingham Trust.

Aileen McLeish (Director of HRPE
and employee of HRP) is married
to David Murray, a partner at Allen
and Overy.

The Lord Inge (Trustee of HRP) is
an Advisor to BAE.

117

(25)

3

(nil)

2
(nil)

5

(nil)

51

(nil)

26

(nil)

2

(nil)

(nil)

(nil)

40

(nil)

nil

(nil)

97

(13)

83

(35)

(nil)
(nil)

(nil)

(nil)

40

(nil)

77

(24)

2

(nil)

15

(nil)

21

(15)

nil

(13)

Payment by HRP to RA for goods and services
provided at HM Tower of London.

Recovery of costs from RA for maintenance,
goods and services provided by HRP at HM
Tower of London.

Purchases by HRPE of goods for resale.

Charges made to HRPE for filming the Tower
Television Series.

Charges to HRP by G&T for cost management
services in connection with the Tower Environs
Scheme.

Charges to HRP by PFC for traffic studies in
connection with the Tower Environs Scheme.

Payment by HRP for training.

Charge by HRPE for a function at HM Tower of
London.

Charge by HRPE for functions at Hampton
Court Palace, Kensington Palace and HM Tower
of London.

Barter deal whereby HRP had use of a
marquee in exchange for a function.

Notes to the Consolidated Accounts
for the year ended 31 March 2003




