


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’ 2003/4 targets and performance against these agreed targets
are reported below.

Visitor satisfaction ratings
Historic Royal Palaces has exceeded all the agreed targets.

Conservation
Target – implement a minimum £1.8 million programme of planned conservation work.

Achieved – at the year-end the value of work completed was £1.85 million.

Target – complete Phase II of the external repairs and redecoration of Kensington Palace State Apartments (the south and
east elevations).

Achieved – Phase II was completed £100k below the £900k budget and on programme on 28 November 2003.The works
included the conservation and redecoration of the finely carved timber lions’ head cornice.

Target – complete external repairs to the stone masonry and roof of the Wakefield Tower at the Tower of London.

Achieved – The Wakefield Tower conservation project was completed within budget and on programme at the end of March.
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Performance trends and targets
Secretary of State’s targets

Key to visitors’ ratings:

extremely good 2

quite good 1

acceptable 0

quite poor -1

very poor -2

(degree of confidence +/- 0.15)

2003/4 Target 2003/4 Actual

Value for money 0.5- 0.8 0.87

Enjoyment >1.25 1.33

Helpful, friendly staff >1.25 1.45



Financial liquidity
Target – a cash balance on 31 March 2004 of not less than £1 million.

Achieved – £12.6 million.

This increase of £11.6 million above target was due to:

• a £1.2 million improvement in operating income;

• a £0.8 million reduction in working capital;

• a VAT reclaim recovery of £5.9m;

• and a combination of savings and deferrals which resulted in a reduction of £1.2 million in operating expenditure and
£2.5 million in project spend.
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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 but receives no public revenue funding – all costs are
met by income generated by the palaces.

Further information and a copy of the Annual Report and Accounts can be obtained from www.hrp.org.uk

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 2003/4 unrestricted incoming resources (before exceptionals) totalled £40m, the same figure as the previous year. After a
difficult start to the year with the war in Iraq depressing international and domestic visitors, numbers then slowly improved to
end the financial year at 2,762k, just 4% down on the previous year. Increases in ticket prices during the year resulted in an
increase in visitor income of 2%.

• A thorough review of fundraising was undertaken during the year following a disappointing revenue outturn in the year. In
support of the future fundraising programme a Development Council, chaired by trustee Angela Heylin, has been founded to
guide our fundraising strategy and to introduce potential supporters to the work of the organisation.

• Unrestricted funds were further increased in the year by £5.9m, relating to a back-claim of VAT.This followed HM Customs
and Excise’s confirmation in July 2003 that the Trust met the cultural exemption conditions.This is explained fully in Note 5
to the accounts.

• In accordance with Treasury guidelines HRP has fully implemented the Accounting Standard FRS17 Retirement Benefits for the
first time in 2003/4.This recognises the likely liability arising from the Pension Scheme’s actuarial deficit in the financial
statements for the first time.The actuarial gain on the plan for the year was £1.2m (2003 loss of £4.3m) and the corresponding
liability as at 31 March 2004 was £6.1m (2003: £7.4m).
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• Alongside many other charities in our sector, HRP was very disappointed by the budget announcement from the Government
of the intention to remove Gift Aid from day admission income, probably from April 2005.This valuable additional source of
income has brought in £695k to date, £362k in the year under review.

Fixed assets

Details of the movements in tangible fixed assets are shown in Note 12 to the accounts.

In November 2003 the newly refurbished Tower Shop was opened.The transfer from assets in course of construction for this
totalled £2.1m.To date a further £2m has been spent on the Western Pavilion within the Tower Environs Scheme.These assets will
be capitalised on completion in 2004/5.

Funds and reserves

The Trustees recognise the need to establish a level of general reserves that enables financial stability, is adequate to meet the
requirements of working capital, and acts as a cushion against fluctuations in income levels.The existing reserves policy assumes that
a cash balance of at least £10m will be generated by March 2008. At March 2004 the cash balance figure of £12.6m was £7.6m
ahead of plan.This improvement is mainly due to the increase in visitor numbers over the last six months of the year and the VAT
reclaim. Over the coming year the reserves policy will be reviewed as part of a new three-year strategic plan.

The charity has various funds available to finance its activities.These are as follows:

Restricted funds

• These are funds subject to specific restrictions imposed by donors that are still within the wider objects of the charity.

Unrestricted funds

• These are funds that are expendable at the discretion of the Trustees in furtherance of the charity’s objects.The general fund is
the amount of unrestricted funds that has not been designated.

• Free reserves comprise that part of the general fund not represented by fixed assets. Free reserves at 31 March 2004 were
£6.8million (2003: £2.2 million).

• HRP operates a defined benefit pension scheme.The pension plan is included in unrestricted funds as required by FRS17.The
plan was in deficit by £6.1m at 31 March 2004 (2003: £7.4m).The corresponding liability does not result in an immediate cash
flow impact on the charity. A full triennial actuarial valuation of the pension plan is to take place in the coming year.The
contributions into the plan will be adjusted to take account of the result of this valuation. Contributions into the pension plan
are met through planned income.The pension liability is, therefore, excluded from the free reserves calculation. Details of the
retirement benefit scheme are disclosed in Note 10 to the accounts.
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Details of the movements on total funds are disclosed in Note 6 to the accounts.

Trustees

Details of the Trustees are given on page 3.

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
further the Trust in its objectives.

Organisational structure 

The Chief Executive is granted a general delegation to act on behalf of the Trustees, except for matters reserved by the Trustees for
decision by themselves and their Committees. Such matters include approval of strategic plans and major projects, remuneration
matters of the Directors and variations to governing documents.

The Trust has one wholly owned subsidiary, Historic Royal Palaces Enterprises Ltd, incorporated in the UK.The principal activities of
the company are retailing and functions and other events held at palaces managed by the Trust. A summary of its trading results and
its net assets is detailed in Note 2. Audited accounts are filed with the Registrar of Companies.

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.
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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 2003/4 70% of supplier invoices were paid within 30 days of date of invoice (63% in 2002/3) and 86% within 40 days (80%
in 2002/3).

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

Prior year adjustments

Adjustments required within the Statement of Financial Activities and the Balance Sheet following the implementation of FRS17
Retirement Benefits and a change in VAT status are detailed in Note 5 to the Accounts.

Sir Nigel Mobbs Hampton Court Palace
Chairman of the Board of Trustees Surrey
21 June 2004 KT8 9AU

7

Trustees’ Report continued



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 that 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
21 June 2004

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.

Michael Day
Chief Executive and Accounting Officer
21 June 2004
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Scope of responsibility

The Trustees and Accounting Officer are jointly responsible for maintaining a sound system of internal control that supports the
achievement of Historic Royal Palaces’ policies, aims and objectives, while safeguarding the public funds and assets for which the
Accounting Officer is personally responsible in accordance with the responsibilities assigned in Government Accounting.

The respective allocation of responsibilities between the Trustees and Accounting Officer (as Chief Executive) are detailed in the
Trustees report on pages 4 to 7.

The purpose of the system of internal control

The system of internal control is designed to manage risk to a reasonable level rather than to eliminate all risk of failure to achieve
policies, aims and objectives; it can, therefore, only provide reasonable and not absolute assurance of effectiveness.The system of
internal control is based on an ongoing process designed to identify and prioritise the risks to the achievement of departmental
policies, aims and objectives, to evaluate the likelihood of those risks being realised and the impact should they be realised, and to
manage them efficiently, effectively and economically.The system of internal control has been in place in Historic Royal Palaces for the
year ended 31 March 2004 and up to the date of approval of the annual report and accounts, and accords with Treasury guidance.

Capacity to handle risk

HRP’s capacity to handle risk is strengthened through the following:

• risk management is an embedded and ongoing process;

• 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 objectives are implemented by individual staff, in line with
our Guiding Principles;

• the Risk Register identifies both high level and detailed risks, evaluates existing controls and the likely impact of risks. It is reviewed
by the Executive Board every two months. It contains actions to be taken against each risk and named responsible individuals.

In addition, assurance on the system of internal control is drawn by review of the following sources:

• regular reports by internal audit, to standards defined in the Government Internal Audit Manual, which include the Head of
Internal Audit’s independent opinion on the adequacy and effectiveness of the system of internal control together with
recommendations for improvement;

• Letters of Representation provided by the Directors to the Accounting Officer.
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The risk environment

Risk management and internal audit are integral to HRP’s overall management activities.

Internal audit is responsible for the ongoing examination of and reporting on the adequacy and effectiveness of HRP’s risk
management process.The Head of Internal Audit provides an annual report to the Accounting Officer and the Audit Committee on
the adequacy and effectiveness of the risk management process in the year.

Our management of risk is embedded in policymaking, planning and delivery in the following ways:

• 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 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 the Executive Board 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 :

• the aims and objectives of the 2002/3 updated Strategic Plan have been reviewed by the new Chief Executive and four strategic
priorities for focus have been identified;

• Conservation Plans continue to be developed.The plan for Kew and Conservation Statements for Hampton Court Palace and
the Banqueting House,Whitehall have been completed this year ;

• an Interpretation Strategy and Fundraising Strategy have been established which will guide developments in both these areas;

• the Accommodation Strategy at Hampton Court Palace has been completed and will inform our future plans on the use of
space at the palace;

• A new suite of financial packages (Efinancials) has been implemented which has improved our internal control and will allow
further integration leading to efficiency savings;

• The acquisition of a cash flow package has further improved our ability to model future cash flows.
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Improvements that have been made during the year continued:

• a revised policy relating to Collections Management, including an acquisition and disposal policy has been produced;

• a central Retail warehouse has been opened in Surbiton providing more efficient management and control of stock and
eliminating duplication of effort;

• an IS Steering Group has been established which will ensure that our IS resources are allocated in a more systematic and
effective manner;

• following a review of disaster recovery processes, a Major Incident Plan for Hampton Court Palace, the Tower of London and
Kensington Palace is underway and planned to be completed in 2004/5;

• a large number of process reviews involving cross functional teams continue to take place resulting in business improvements;

• we continue to review and amend personnel policies to comply with recent employment legislation.

Review of effectiveness

The Trustees and Accounting Officer also have responsibility for reviewing the effectiveness of the system of internal control.This
review of the effectiveness of the system of internal control is informed by the work of the internal auditors and the Executive
Board who have responsibility for the development and maintenance of the internal control framework, and comments made by the
external auditors in their management letter and other reports.The Trustees and Accounting Officer have carried out this review of
the effectiveness of the system of internal control through the mechanisms set out in the previous section. In doing this, the Audit
Committee and Executive Board have provided advice. A plan to address weaknesses and ensure continuous improvement of the
system is in place.

Significant internal control issues

No significant internal control issues have arisen during the year 2003/4.

Sir Nigel Mobbs Michael Day
Chairman of the Board of Trustees Chief Executive and Accounting Officer
21 June 2004

11

Statement of Internal Control continued



Membership

The membership of the Remuneration Committee 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 2003. In addition, the
Directors (excluding the Chief Executive) received a performance-related bonus for the 2002/3 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 the Group and the Directors’ individual performance against agreed objectives.
Performance related bonuses for the 2003/4 period have been accrued and will be paid in accordance with the agreed scheme.
Details of the emoluments of the Chief Executive are set out in Note 9, together with the salary scales of highest paid employees.
Alan Coppin, Chief Executive, left the organisation at his own request on 3 August 2003. Michael Day, the new Chief Executive,
commenced employment on 4 August 2003.
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I have audited the financial statements on pages 15 to 40.These financial statements have been prepared under the historical cost
convention as modified by the revaluation of certain fixed assets and the accounting policies set out on pages 18 to 20.

Respective responsibilities of the Trustees, the Chief Executive and the Auditor

As described on page 8, the Trustees and the Chief Executive, as 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 the Trustees' Report. In discharging my responsibilities, as independent auditor, I have regard to the standards and
guidance issued by the Auditing Practices Board and the ethical guidance applicable to the auditing profession. I have been appointed
as auditor by the Secretary of State.

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, income and resources 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 Trustees' Report is not consistent with the financial statements, if Historic Royal Palaces has not kept proper accounting
records, or if I have not received all the information and explanations I require for my audit.

I review whether the statement on pages 9 to 11 reflects Historic Royal Palaces' compliance with Treasury’s guidance on the
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. I am not required to consider, nor have I
considered whether the Accounting Officer’s Statement on Internal Control covers all risks and controls. I am also not required to
form an opinion on the effectiveness of Historic Royal Palaces' corporate governance procedures or its risk and control procedures.

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 in the financial statements. It also
includes an assessment of the significant estimates and judgements made by the Trustees and the Chief Executive in the preparation
of the financial statements, and of whether the accounting policies are appropriate to Historic Royal Palaces' and the group
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, income and resources
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.
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Opinion

In my opinion:

• the financial statements give a true and fair view of the state of affairs of Historic Royal Palaces and the group as at 31 March
2004 and of the incoming resources and application of resources of the group 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 

Victoria 
London SW1W 9SP

29 June 2004

14

Report of the Auditor to the Trustees of
Historic Royal Palaces

The maintenance and integrity of Historic Royal Palaces' website is the responsibility of the Accounting Officer; 
the work carried out by the auditors does not involve consideration of these matters and accordingly 
the auditors accept no responsibility for any changes that may have occurred to the financial statements 
since they were initially presented on the website. 



Unrestricted Restricted Total Total
funds funds 2004 2003

Note as restated
£000 £000 £000 £000

Incoming Resources
Activities to further the charity’s objects:
Grant and donations – 5,237 5,237 5,721
Admissions 27,226 – 27,226 26,675
Concessions 809 – 809 833

28,035 5,237 33,272 33,229
Activities to generate funds:
Retail 7,843 – 7,843 9,054
Functions and events 2,163 – 2,163 2,098
Licences and rents 1,574 – 1,574 1,265
Other 390 – 390 291

11,970 – 11,970 12,708
Interest 428 5 433 655
Total incoming resources 40,433 5,242 45,675 46,592

Resources Expended
Costs of generating funds:
Publicity 649 – 649 608
Retail activities 6,084 – 6,084 6,211
Other commercial activities 811 – 811 1,006

7,544 – 7,544 7,825
Charitable expenditure:
Conservation and maintenance 10,829 48 10,877 10,814
Education and public access 15,943 12,207 28,150 20,948
Management and administration

Normal activities 4,199 – 4,199 3,297
Exceptional item 3 194 – 194 223

31,165 12,255 43,420 35,282
Pension finance costs 10 295 – 295 (18)
Total resources expended 4 39,004 12,255 51,259 43,089

Net incoming resources before
revaluations 1,429 (7,013) (5,584) 3,503
Revaluation of fixed assets 13 271 – 271 25
Actuarial gain/(loss) on pension plan 10 1,221 – 1,221 (4,282)

Net movement in funds 2,921 (7,013) (4,092) (754)

Fund balance brought forward
at 1 April 2003 13,126 8,167 21,293 19,917
Prior year adjustment: FRS17 5 (7,386) – (7,386) (3,017)
Prior year adjustment:VAT 5 5,579 – 5,579 3,340
at 1 April 2003 as restated 11,319 8,167 19,486 20,240
Fund balances carried forward
at 31 March 2004 14,240 1,154 15,394 19,486

The amounts shown above derive from continuing activities.There were no recognised gains or losses other than those disclosed above.
The notes on pages 18 to 40 form an integral part of these accounts.
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Group Trust Group Trust
2004 2004 2003 2003

Note £000 £000 as restated as restated
£000 £000

Fixed assets:

Intangible assets 11 122 122 – –

Tangible assets 12 13,049 13,049 10,654 10,654

13,171 13,171 10,654 10,654

Current assets:

Stocks - goods for resale 1,185 – 1,122 –

Debtors 14 2,394 4,122 8,074 10,910

Short-term cash deposits 8,160 7,160 8,556 6,911

Cash at bank and in hand 4,466 3,812 4,737 3,802

16,205 15,094 22,489 21,623

Creditors:

Amounts falling due within one year 15 7,520 6,409 6,232 5,366

Net current assets 8,685 8,685 16,257 16,257

Total assets less current liabilities 21,856 21,856 26,911 26,911

Provision for liabilities and charges 16 297 297 39 39

Net assets excluding Pension Plan liability 21,559 21,559 26,872 26,872

Pension Plan liability 10 6,165 6,165 7,386 7,386

Net assets including Pension Plan liability 15,394 15,394 19,486 19,486

Total funds 6 15,394 15,394 19,486 19,486

These financial statements were approved by the Trustees and the Accounting Officer on 21 June 2004 and were signed on
their behalf by:

Sir Nigel Mobbs Michael Day
Chairman of the Board of Trustees Chief Executive and

Accounting Officer

The notes on pages 18 to 40 form an integral part of these accounts.

16

Consolidated and Trust Balance Sheets
as at 31 March 2004



2004 2003

Cash flow statement £000 £000

Net cash inflow from operating activities 2,340 2,696

Returns on investment and servicing of finance:

Interest received 511 499

Taxation paid (3) (3)

Investing activities:

Purchase of tangible assets (3,380) (917)

Purchase of intangible assets (135) –

Management of liquid resources:*

Net sale of short-term deposits 396 2,016

(Decrease)/Increase in cash (271) 4,291

Reconciliation of net incoming resources to net 2004 2003
cash inflow from operating activities £000 £000

Net incoming resources from charitable 
and trading activities (5,584) 3,503

Interest receivable (433) (579)

Taxation 2 4
Pension scheme: non-cash movements – 87

Depreciation 1,314 1,332

Donated fixed assets – (276)

Loss on disposal of fixed assets 49 79

Increase in stocks (63) (126)

Decrease/(Increase) in debtors 5,680 (2,115)

Increase in creditors: current liabilities 1,117 845

Increase/(Decrease) in provisions for liabilities and charges 258 (58)

Net cash inflow from operating activities 2,340 2,696

Analysis of net funds

Change 
2004 2003 in year
£000 £000 £000

Cash at bank and in hand 4,466 4,737 (271)

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

HRP 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.
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1 Accounting policies (continued)
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 3.5% 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 £564,835 for the year ended 31 March 2004.

g) Intangible fixed assets

From 1 April 2003 bought-in software licences costing more than £2,000 are capitalised and included at cost within intangible
assets and revalued annually using appropriate indices.The amount of the revaluation is credited (or debited) to a Revaluation
Fund. Software purchased prior to 1 April 2003 is capitalised within tangible fixed assets. Depreciation is provided to write off
the revalued cost of bought-in software (assuming no residual value) by equal instalments over 5 years.

h) 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. Assets are capitalised at a value net of
VAT as, in accordance with SSAP 5, it is not practicable to include. 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. New
buildings constructed by the Trust will be depreciated over a period of 20 years. 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:

New buildings 20 years

Building refurbishments 10 years

Fixtures and fittings 10 years

Plant and machinery 10 years

Furniture and equipment 10 years

Vehicles 5 years

Computer software (purchases up to 31 March 2003) 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 22.
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1 Accounting policies (continued)
i) Investment in subsidiary

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

j) 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.

k) 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.

l) Pensions

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 HRP. From October 2002 the scheme was closed to new members. A Group personal pension
scheme based on defined contributions was established for new members of staff with effect from this date.The cost to HRP is
the contributions paid during the year.

The Trust has implemented the full reporting requirements of FRS17: Retirement Benefits, in the current year in relation to the
defined benefit scheme.The resulting deficit is treated as an unrestricted fund. Amendments have been made to the
comparative figures for the year ended 31 March 2003, the effects of which are set out in Note 5 to the Financial Statements.

m) 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.

Admissions to the palaces administered by HRP are exempt from VAT under Schedule 9 of the VAT Act 1994. Due to this
exemption, approximately 70% of VAT incurred by HRP is irrecoverable.

n) Gifts in kind

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

o) Grants receivable

Grants are accounted for on a receivable basis.
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2 Historic Royal Palaces Enterprises Ltd
The Trust has one wholly owned trading subsidiary, Historic Royal Palaces Enterprises (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

2004 2003
£000 £000

Turnover 11,167 12,036

Cost of sales (3,334) (3,940)

Gross profit 7,833 8,096

Administrative expenses (5,593) (5,508)

Interest receivable 69 90

Net profit 2,309 2,678

Amount passed as gift aid to HRP (2,307) (2,674)

Taxation (2) (4)

Retained in subsidiary – –

2004 2003
Balance Sheet as at 31 March 2004 £000 £000

Stocks – goods for resale 1,185 1,122

Debtors 384 398

Short-term cash deposits 1,000 1,645

Cash 654 935

Current liabilities (3,223) (4,100)

Net assets – –

Share capital and reserves – –

3 Exceptional item
Compensation for loss of office

Included under ‘Management and administration’ is £193,941 which was incurred or accrued in compensation payments for loss of
office to several staff members, (2003: £222,837).
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4 Total resources expended
Staff Other Depreciation Total Total

costs 2004 2003
as restated

£000 £000 £000 £000 £000

Costs of generating funds

Publicity 395 254 – 649 608

Retail activities 1,760 4,164 160 6,084 6,211

Other commercial activities 102 654 55 811 1,006

2,257 5,072 215 7,544 7,825

Charitable expenditure

Conservation and maintenance 3,661 7,008 208 10,877 10,814

Education and public access 9,103 18,215 832 28,150 20,948

Management and administration

Normal activities 2,458 1,682 59 4,199 3,297

Exceptional items 194 – – 194 223

15,416 26,905 1,099 43,420 35,282

Pension finance costs 295 – – 295 (18)

Total 17,968 31,977 1,314 51,259 43,089

Total Total
2004 2003

Resources expended include charges for: £000 £000

Auditors’ remuneration:

Audit – HRP 21 20

– HRPE 14 11

Other services – HRP (Grant Thornton/Deloitte & Touche) 4 8

– HRPE – –

Hire of equipment:

Computers 155 165

Plant and machinery 139 127

Other 180 169

Travel and subsistence 118 132

Insurance (including public and product liability and professional indemnity) 163 135

Depreciation and other amounts written off to tangible fixed assets:
Owned 1,314 1,332

Corporation tax 2 4
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5 Prior year adjustments

FRS17

HM Treasury requires Government bodies, including NDPBs, to adhere to the original implementation plan for FRS17, making full
adoption mandatory for the March 2004 Accounts. Adoption of FRS17 has resulted in a prior year adjustment that has reduced total
funds of the Trust by £7.386m.The analysis of this prior year adjustment is described below with the relevant values disclosed in the
following table. Further details of the Trusts’ defined benefit pension scheme are disclosed in Note 10.

a) Opening deficit

This balance represents the opening deficit of the defined benefit pension scheme as at 1 April 2002.

b) Movement in funds during the year

These balances represent the movement in the defined benefit pension scheme during the year ended 31 March 2003.The
accounting disclosure recommended in the Charities SORP Update Bulletin 1 has been followed by the Trust for these
movements. Current service costs and contributions have been allocated to resources expended within the SOFA based on
staff costs.

VAT

In July 2003, HM Customs and Excise (HMCE) confirmed that the Trust met the conditions of Schedule 9, Group 13, Item 2(a) and
Note 2 to the VAT Act 1994, known as the ‘cultural exemption’. Consequently, admissions income received by HRP became exempt
from output VAT.Whereas input VAT was previously fully recoverable by the Trust, approximately 70% became irrecoverable under
the partial exemption rules. Under HMCE claim limits, the Trust made a three-year back-claim for overpaid output VAT, subject to the
restriction in input VAT recoverability.

HRP has changed the presentation of admissions income and expenditure within the SOFA, which, in accordance with FRS18,
represents a change in accounting policy. All amounts cover the period 1 July 2000 to 31 March 2003.

c) Additional admissions income

These balances represent amounts previously paid to HMCE as Output VAT.

d) Irrecoverable VAT on expenditure

Due to the partially exempt VAT status now held by HRP, these balances represent input tax on expenditure previously
reclaimed where recoverability is now restricted.

e) Statutory interest

Statutory interest received on the back claim paid to HRP by HMCE.
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5 Prior year adjustments (continued)
Notes Surplus for the Funds brought Total prior year 

year ended forward adjustment
31 March 2003 1 April 2002

£’000 £’000 £’000

As previously stated 1,376 19,917 21,293

Restatement of prior year :

FRS17

Opening deficit a – (3,017) (3,017)

Current service cost b (2,327) – (2,327)

Contributions b 2,222 – 2,222

Finance income b 18 – 18

Actuarial loss b (4,282) – (4,282)

FRS17 Total (4,369) (3,017) (7,386)

VAT

Additional admissions income c 4,039 6,675 10,714

Irrecoverable VAT on expenditure d (1,876) (3,573) (5,449)

Statutory interest e 76 238 314

VAT Total 2,239 3,340 5,579

Prior year adjustment (2,130) 323 (1,807)

As restated (754) 20,240 19,486

24

Notes to the Consolidated Accounts
for the year ended 31 March 2004



6 Total funds
Funds as at Prior year Funds as at Incoming Resources Re- Funds as at 

1 April 2003 adjustment 1 April 2003 resources expended valuations 31 March 
-as originally -as restated 2004

stated

£000 £000 £000 £000 £000 £000 £000

Unrestricted funds

General 12,878 5,579 18,457 40,433 (38,966) – 19,924

Pension plan – (7,386) (7,386) – – 1,221 (6,165)

Revaluation 248 – 248 – (38) 271 481

Total 13,126 (1,807) 11,319 40,433 (39,004) 1,492 14,240

Restricted funds

Tower Environs Scheme 8,003 – 8,003 3,934 (11,937) – –

Kew Palace project – – – 1,008 – – 1,008

Other 164 – 164 300 (318) – 146

Total 8,167 – 8,167 5,242 (12,255) – 1,154

Total funds 21,293 (1,807) 19,486 45,675 (51,259) 1,492 15,394

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.

The Kew Palace project is a major project to conserve and repair the fabric of Kew Palace and undertake a major re-presentation of
the interior. Completion and re-opening is currently scheduled for 2006. In March 2004 the Heritage Lottery Fund formally approved
a grant of up to £1.6 million towards this project.

2004 2003
Restricted income received during the year was from the following sources: £000 £000

Heritage Lottery Fund 3,892 731

Pool of London Partnership 43 1,864

European Commission Research Directorate General 21 53

Other grants 25 1

Total grant income 3,981 2,649

Private benefactors – Kew Palace project 1,000 –

The Gosling Foundation 200 350

Corporation of London 22 –

Barclays Bank plc 15 28

Marsh & McLennan 10 –

Sir Paul Getty – 2,250

The Eranda Foundation – 80

The Prince of Wales’ Royal Parks Tree Appeal – 10

Other donations 9 84

Total donations 1,256 2,802

Other restricted income 5 40

Total restricted income 5,242 5,491
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7 Intangible income
Incoming resources includes gifts in kind as follows:

2004 2003
£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

– 331

* 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.

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 £790
(2003: £4,555) for the year ending 31 March 2004. Expenses were reimbursed to three (2003: 3) Trustees. HRP does not provide
liability insurance for Trustees.
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9 Staff numbers and costs
The average number of full-time equivalent staff (including senior management) employed during the year was as follows:

2004 2003
No. of staff No. of staff

Publicity 7 8

Retail activities 71 73

Other commercial activities 5 5

Conservation and maintenance 123 126

Education and public access 314 325

Management and administration 47 48

Total 567 585

The aggregate payroll costs of these staff were as follows: 2004 2003
£000 £000

Wages and salaries 14,078 13,001

Compensation for loss of office 194 223

Social security costs 1,132 919

Pension costs 2,564 2,222

Total 17,968 16,365

The above totals for payroll costs do not include amounts paid for agency staff in the year of £352,048 (2003: £284,910).

The number of employees excluding the Chief Executive whose remunerations (excluding pension contributions) were:

2004 2003
No. of staff No. of staff

£50,001 to £60,000 7 6

£60,001 to £70,000 1 1

£70,001 to £80,000 1 1

£80,001 to £90,000 2 4

£90,001 to £100,000 2 1

£100,001 to £110,000 1 –

Of the 14 higher paid staff (2003: 13), 11 were in a defined benefit scheme (2003: 10) and one was in a defined contribution scheme
where the employer contributions were £3,549 (2003: nil).
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9 Staff numbers and costs (continued)
The Chief Executive resigned with effect from 3 August 2003. His aggregate emoluments until his resignation were:

Age Total Pension Pension
Salary increase accrued

in period 3 August 2003

Alan Coppin 53 £40,368 £461 £5,985

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 until 03 August 2003.

c) The cash equivalent transfer value of the pension scheme benefit is £55,582.

Michael Day was appointed as Chief Executive with effect from 4 August 2003. His aggregate emoluments were as follows:

Age Total Pension contributions made to 
Salary Group Personal Pension Plan

Michael Day 51 £89,087 £1,485

The emoluments for the Chief Executive in 2002/3 totalled £114,376 (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 2004 by a qualified independent
actuary.The major assumptions used by the actuary were:

At At

31 March 2004 31 March 2003

Rate of increase in salaries 3.9% 4.0%

Rate of increase in pensions in payment where LPI 
applies (LPI – Limited Price Indexation) 2.7% 2.5%

Discount rate 5.5% 5.4%

Inflation assumption 2.7% 2.5%

Loading for mortality improvements 5.0% 0.0%

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 Value at Long-term Value at
rate of 31 March rate of return 31 March 
return 2004 expected at 2003

expected at 31 March 
31 March £000 2003 £000

2004

Equities 6.9% 12,123 6.6% 8,169

Bonds 4.9% 2,318 4.6% 1,304

Other (property, cash, etc) 4.9% 316 4.6% 208

Total market value of assets 14,757 9,681

Present value of scheme liabilities (20,922) (17,067)

Net pension liability (6,165) (7,386)

The amounts disclosed below are included in the Statement of Financial Activities (SOFA) and the balance sheet.

2004 2003
Analysis of the amount charged to resources expended in the SOFA £000 £000

Current service cost 2,228 2,327

2004 2003
Analysis of the amount credited to incoming resources in the SOFA £000 £000

Expected return on pension scheme assets 682 855

Interest on pension scheme liabilities (977) (837)

Net return (295) 18
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10 Retirement benefits (continued)
Analysis of amount recognised in funds movement

2004 2003
£000 £000

Actual return less expected return on pension scheme assets 2,056 (3,462)

Experience gain arising on the scheme liabilities 41 104

Changes in assumptions underlying the present value of the 
scheme liabilities (876) (924)

Actuarial gain/(loss) 1,221 (4,282)

Movement in funds during the year

2004 2003
£000 £000

Deficit in scheme at beginning of the year (7,386) (3,017)

Movement in year :

Current service cost (2,228) (2,327)

Contributions 2,523 2,222

Other finance (costs)/income (295) 18

Actuarial gain/(loss) 1,221 (4,282)

Deficit in scheme at end of the year (6,165) (7,386)

Contributions are currently paid at the rate of 24.2% of pensionable pay.

An underpayment of £100,809 of Employers Contribution into the Defined Benefit Pension Scheme has been made over the last
two years due to a misinterpretation of the Schedule of Contributions.This amount has been accrued in these accounts and already
paid into the pension scheme. However, because technically contributions have not been made in accordance with the schedule of
contributions the auditors of the pension scheme (Grant Thornton) have qualified their opinion accordingly.
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10 Retirement benefits (continued)
Summary of experience of gains and losses

2004 2003
£000 £000

Difference between the expected and actual return on 
scheme assets:

Amount 2,056 (3,462)

percentage of scheme assets 14% (36%)

Experience gain on scheme liabilities:

Amount 41 104

percentage of the present value of the scheme liabilities 0% 1%

Total actuarial gain/(loss):

Amount 1,221 (4,282)

percentage of the present value of the scheme liabilities 6% (25%)

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 £44,557 (2003: £480), with £7,861 outstanding contributions at the balance sheet date (2003: nil).

11 Intangible fixed assets
Software licences

£000

Cost
Balance as at 1 April 2003 –

Additions 135

Disposals –

Indexation in the year –

Balance as at 31 March 2004 135

Accumulated depreciation
Balance as at 1 April 2003 –

Charge for the year 13

Disposals –

Indexation of accumulated depreciation –

Balance as at 31 March 2004 13

Net book value
As at 31 March 2004 122

As at 31 March 2003 –
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12 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 2003 6,092 2,818 2,447 598 1,951 2,757 1,452 18,115

Additions – 68 44 38 108 13 3,204 3,475

Disposals – (29) (82) (173) (7) – (21) (312)

Transfers 1,103 623 144 53 454 22 (2,399) –

Indexation in the year 143 47 40 (47) 374 – – 557

Balance as at 31 March 2004 7,338 3,527 2,593 469 2,880 2,792 2,236 21,835

Accumulated depreciation

Balance as at 1 April 2003 1,657 2,012 2,028 518 1,246 – – 7,461

Charge for the year 644 264 164 55 174 – – 1,301

Disposals – (17) (70) (173) (4) – – (264)

Indexation of accumulated 

depreciation 39 33 34 (56) 238 – – 288

Balance as at 31 March 2004 2,340 2,292 2,156 344 1,654 – – 8,786

Net book value
As at 31 March 2004 4,998 1,235 437 125 1,226 2,792 2,236 13,049

As at 1 April 2003 4,435 806 419 80 705 2,757 1,452 10,654
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12 Tangible fixed assets (continued)
The net book value as at 31 March 2004 represents fixed assets used for:

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

Costs of generating funds:

Publicity – – 1 – – – – 1

Retail activities 1,155 750 70 14 408 – – 2,397

Other commercial activities 3,759 – – – 477 – 214 4,450

4,914 750 71 14 885 – 214 6,848

Charitable expenditure:

Conservation and maintenance – 233 67 – 271 – – 571

Education and public access 84 250 295 – 70 2,792 2,022 5,513

Management and administration – 2 4 111 – – – 117

4,998 1,235 437 125 1,226 2,792 2,236 13,049
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13 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 £12,690,000 and the depreciation for the year would be £1,276,000.

2004 2003
Revaluation fund £000 £000

Balance as at 1 April 2003 248 277

Disposals 2 (12)

Indexation in the year 557 (141)

In year depreciation on re-valued element (38) (54)

Indexation of accumulated depreciation (288) 178

Balance as at 31 March 2004 481 248

14 Debtors
Group Trust Group Trust

2004 2004 2003 2003
as restated as restated

£000 £000 £000 £000

Trade debtors 754 467 746 419

Amounts due from subsidiary – 2,112 – 3,235

Amounts due from HMCE (see Note 5) – – 5,579 5,579

Other debtors 570 555 453 451

Prepayments and accrued income 1,070 988 1,296 1,226

2,394 4,122 8,074 10,910

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

2004 2004 2003 2003
£000 £000 £000 £000

Trade creditors 1,329 1,143 1,193 1,075

Other creditors including taxation 974 630 831 554

Accruals 4,566 4,391 3,579 3,463

Deferred income 651 245 629 274

7,520 6,409 6,232 5,366
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16 Provision for liabilities and charges
Early Retirement Contracts Total

Scheme 2004
£000 £000 £000

Balance as at 1 April 2003 39 – 39

New provisions in the year – 279 279

Amounts charged in the year (21) – (21)

Reversal of unused amounts – – –

Balance as at 31 March 2004 18 279 297

£11,000 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.

Contracts provisions include amounts that will probably be due following claims by contractors.

17 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

In excess of two thirds 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 11 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 streams. Another important strategy is to put in place a borrowing facility. Both DCMS and HM Treasury
have given approval in principle for HRP to enter into short-term borrowings of up to £4 million from a commercial bank.
Discussions continue with DCMS on the details of the borrowing facility.
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17 Financial instruments (continued)
Investments and interest rate risk

The reserves and investments policies of the Group are outlined in the Trustees’ Report (pages 4 to 7). Interest income is 1% of the
revenues of the Group and the interest rate is, therefore, not a significant risk for the Group.

Financial assets

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

held cash deposits average 
held interest rate

£000 £000 £000 £000 %

At 31 March 2004

Sterling 12,626 41 4,425 8,160 4.0%

At 31 March 2003

Sterling 13,293 40 4,697 8,556 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.

Financial liabilities

There were no financial liabilities requiring disclosure under FRS13.

Foreign currency risk

Foreign currency transactions are not material.
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18 Financial commitments under operating leases
Group Trust Group Trust

2004 2004 2003 2003
£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 209 169 169 169

Others:

Within one year 32 31 25 25

Between two to five years 104 100 223 214

Total payable within one year 345 300 417 408

19 Capital commitments
Group Trust Group Trust

2004 2004 2003 2003
£000 £000 £000 £000

Contracted capital commitments as at 31 March 
2004, for which no provision has been made in 
the accounts:

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

Authorised 2,753 2,753 3,542 3,542

4,362 4,362 15,151 15,151

Commitments include £357,500 (2003: £8,658,000) relating to projects that are being funded by donations from third parties.

20 Contingent liabilities
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 transfer of £7.795m 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.

A number of claims from contractors and others are outstanding as at 31 March 2004. HRP is contesting these and does not believe
a material liability will arise.

21 Financial key performance indicators
Financial key performance indicators for the Trust are stated on page 2.
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22 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.

38

Notes to the Consolidated Accounts
for the year ended 31 March 2004

Related party

Department for
Culture, Media and
Sport (DCMS)

HRH The Prince of
Wales

Barclays Bank plc

Connected party

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

HM The Queen

Sir Nigel Mobbs (Trustee and Chairman
of the Board of HRP Trustees ) was a
director of Barclays plc and Barclays
Bank plc until 24 April 2003. (Amounts
shown for 2003/4 are up to 24/04/03
only, comparatives are full year)

2004
£000

(nil)
(nil)

5
(nil)

4
(nil)

106
(nil)

1
(nil)

10
(nil)

26
(nil)

15
(nil)

2003
£000

2
(nil)

(nil)
(nil)

9
(nil)

640
(13)

18
(1)

149
(11)

535
(8)

28
(nil)

Detail of transaction

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

Charges made by HRPE for function held at
Kensington Palace

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 & family
learning weekend.
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Notes to the Consolidated Accounts
for the year ended 31 March 2004

Related party

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

Royal Armouries (RA)

Gardiner and Theobald
(G&T)

Connected party

Alan Reid ( Trustee of HRP ) is a
Trustee of RCT and is the Chairman of
RCEL. Sir Hugh Roberts (Trustee of
HRP) is a Director of RCEL.

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

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

2004
£000

42
(3)

3
(nil)

8
(1)

15
(13)

109
(33)

11
(nil)

17
(nil)

(nil)
(nil)

49
(nil)

2003
£000

19
15

(nil)
(nil)

9
(nil)

10
(l0)

117
(25)

3
(nil)

2
(nil)

5
(nil)

51
(nil)

Detail of transaction

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

Charges made by HRP to RCEL for internal
audit services.

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.

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.
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Notes to the Consolidated Accounts
for the year ended 31 March 2004

Related party

Pell Frischmann
Consultants Limited
(PFC)

The Attingham Trust

Slough Estates plc

BAE Systems

Thales Corporate
Services Limited

Connected party

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.

Sir Nigel Mobbs (Trustee and Chairman
of the Board of HRP Trustees ) is a
director of Slough Estates plc

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

General Sir Roger Wheeler (Trustee of
HRP ) is a non-executive director of
Thales UK plc

2004
£000

6
(nil)

2
(nil)

6
(nil)

6
(nil)

3
(nil)

2003
£000

26
(nil)

2
(nil)

(nil)
(nil)

40
(nil)

(nil)
(nil)

Detail of transaction

Charges to HRP by PFC for professional
services in connection with the Tower
Environs Scheme.

Payment by HRP for training.

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

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

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




