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Royal Academy Trust
Trustees’ Report
For the year ended 31 August 2022

The trustees present their report and financial statements for the year ended 31 August 2022.
CONSTITUTION AND CHARITABLE OBJECTIVES

Constitution

Royal Academy Trust {“the Charity” or “the Trust”} was established under a Trust Deed dated 11 February 1981 to serve the
public benefit by providing funds for the support of The Royal Academy of Arts (“the Royal Academy”). The Trust became
separately registered as a charity on 8 January 1998. The Trust Deed has been amended several times, including in June 2019,
to change the name of the Trust from Royal Academy Development Trust to Royal Academy Trust and to amend term limits
for appointed trustees (see below under “Governance and management”).

Governance and management
The Charity is governed by trustees, who are men and women of distinction from business and the wider community.

The maximum number of trustees is 35 at any one point in time. The trustees consist of the President, Treasurer and the
Secretary and Chief Executive of the Royal Academy, ex officio, and other trustees who shall serve a three year initial term,
after which they are eligible for a three year renewal term, and in exceptional circumstances further terms each of no more
than three years.

The trustees and officers who served during the year ended 31 August 2022 and at the date of signing are shown on pages 1
and 2 of the annual report and financial statements.

The management of the funds and distributions to the Royal Academy up to £1.25m per annum has been delegated to the
Charity’s Executive Committee, chaired by the Chair of the Trust. The Charity’s Executive Committee has further delegated
authority to manage distributions to the Royal Academy from the anonymous donor fund, which comprises both a permanent
endowment element and a restricted fund for a future capital project. Other distributions to the Royal Academy in excess of
this must be approved by the full Trustee Board. The timing and execution of such distributions may be delegated to the
Charity’s Executive Committee.

The trustees are responsible for approving adequate arrangements for induction and training for new trustees and to this end
a programme has been arranged to include formal inductions by the Chair and by the Royal Academy General Counsel,
together with an informative welcome pack and an introductory tour. Key documents and information are re-circulated to
current trustees on an annual basis.

The trustees have a risk management process. Risks are recorded in a Risk Register and mitigating actions implemented and
monitored. The major risk for the Charity is exposure to a volatile financial market. This is mitigated by the frequent
moenitoring and broad spread of the funds to managed investments. This risk, along with any other is considered by the
trustees and is part of the Risk Register reviewed by the Charity’s Investment Sub-committee and Executive Committee on at
least an annual basis.

The main investment portfolio is managed by the trustees, through the Investment Sub-committee, based on advice from
Partners Capital LLP (“Partners Capital”). Further investment funds are held with Sarasin & Partners LLP (“Sarasin”) and
Evenlode Investment Management Limited (“Evenlode”). These managers are similarly overseen by the Investment Sub-
committee.

The Investment Sub-committee advises the board of trustees on investment policy and risk. The Investment Sub-committee
comprises trustees with investment experience and non-trustees chosen for their experience of investment management.

Charity Governance Code
The Charity and its trustees take good governance seriously and are aware of the Charity Governance Code, including its seven
main principles.

During the financial year the Charity:

- Continued to provide its recently enhanced induction information to new trustees, including a “questions and
answers” document, authored by the Charity’s Chair. The document provides information on the Royal Academy’s
history; its wider governance structure (as well as the Charity’s, more specifically); roles and responsibilities across
the Royal Academy and how these interact with the role of the Charity and its trustees; and key challenges facing
the Charity.

- Arranged induction meetings for new trustees with the Secretary and Chief Executive and key members of the
Senior Leadership Team of the Royal Academy, to better understand their work and the role of the Charity in the
wider Royal Academy context.

- Continued to review appointments and develop the constitution of the trustee board, to comply with term limits
and good governance practice.
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Royal Academy Trust
Trustees’ Report
For the year ended 31 August 2022

The Charity continued to work to specific policies and procedures which apply across the Royal Academy, such as those
relating to gift acceptance based on recommendations from the dedicated Ethics Advisory Group.

OBJECTIVES, ACTIVITIES AND PUBLIC BENEFIT

The object of the Charity is the maintenance, development, advancement and preservation of the Royal Academy, a legally
separate charity based in London, through which the arts of design are promoted by its charitable objects, which are stated
as:

¢  The promotion of the arts of design.
e The education of the public in the creation, enjoyment, appreciation and understanding of the arts, through
exhibitions, educational programmes, and debate by all charitable means as the members of Council may think fit.

Current activities and objectives

e  Provision of revenue support for the activities of the Royal Academy through an annual donation funded by returns
from the Charity’s investment funds.

e Support for the Royal Academy’s Coronavirus Emergency Support Fund fundraising initiatives to mitigate the
financial impact of the Covid-19 pandemic to the Royal Academy.

e  Managing the growth of the Charity’s investment funds and maintaining an appropriate level of risk through the
Investment Sub-committee.

e  Offering expertise, networks and support to the Senior Leadership Team and staff of the Royal Academy in all areas
of their work.

Future plans

e To seek to build a new endowment fund to guarantee a free education for the students at the Royal Academy
Schools on a permanent basis. The Royal Academy has offered free tuition in the Royal Academy Schools from its
inception in 1769 to the current date, a unique post graduate course which provides young artists from all over the
world with an extraordinary opportunity which is not available elsewhere. The Trust seeks to secure the future of
the Royal Academy Schools forever.

In setting these objectives, the trustees confirm that they comply with their duty in section 17 of the Charities Act 2011 to
have regard to the guidance on public benefit published by the Charity Commission in exercising their powers and duties.

FINANCIAL REVIEW, ACHIEVEMENTS AND PERFORMANCE

Financial review

Income for the year ended 31 August 2022 totalled £2.1m (2021: £1.0m). There were donations of £1.2m in support of Royal
Academy cultural activities (2021: £0.3m). There was also £0.9m of investment income (2021: £0.6m). Net losses on
investments were £0.1m (2021: net gains £8.0m).

Donations to the Royal Academy of £1.1m (2021: £3.0m) were made up of £1.1m (2021: £1.0m) in support of revenue
projects and £nil (2021: £2.0m) in support of capital projects. The former comprises £1.0m (2021: £0.9m) as an annual
donation and £0.1m (2021: £0.1m) for specific projects. £0.3m (2021: £0.3m) of the annual donation relates to
designated/restricted funds, whilst £8.7m (2021: £0.6m) relates to a just under 4% distribution from unrestricted and general-
purpose endowment/restricted funds broadly in line with the target annual distribution rate of 4% set by the trustees for year
ended 31 August 2020 and future financial years.

During the year ended 31 August 2018, the remaining $17.2m (£13.2m) of a $23.0m pledge from a donor, who wished to
remain publicly anonymous, was received; $5.8m (£4.0m) having been received in the year ended 31 August 2016. Of the
£17.2m ($23.0m) received, £12.2m is being held as a permanent endowment; with £5.0m as a restricted fund to be made
available to the Royal Academy when required for Phase lll of the Burlington Project.

Of the original donation, £9.8m of the £12.2m received in respect of the permanent endowment was invested with Sarasin
and £2.0m with Troy as at 31 August 2019, with a further £0.4m invested with Sarasin in September 2019. During the financial
year ended 31 August 2020, the investment Sub-committee decided to divest from Troy placing the balance of the investment
of £2.3m (including £0.3m investment gains) with Evenlode, with a further £2.0m being divested from Sarasin and placed with
Evenlode. During the current financial year, a further £3.0m (2021: £2.0m) was invested with Sarasin and divested from
Partners Capital. The value of the Sarasin and Evenlode funds including £3.7m income to date {2021: £4.9m) was £20.9m as at
31 August 2022 (2021: £19.1m).
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Trustees’ Report
For the year ended 31 August 2022

The value of the Partners Capital investment portfolio decreased by £1.8m net (2021: increased by £1.9m) to £31.9m (2021:
£33.7m), which included £3.0m divested and placed with Sarasin. Total investment funds across the three investment
managers, including cash at bank held with Lloyds Bank Ple, increased to £53.1m (2021: £52.8m) after income, distributions,
and other expenditure.

Included in this amount are funds donated for the Royal Academy to be held in investments by the Charity. These funds are
held by the Charity until they are required for specific projects of the Royal Academy and are invested by the Charity to
provide future funding for the charitable objects of the Royal Academy. These are treated as assets of the Charity and are held
for the maintenance, development, advancement, and preservation of the Royal Academy.

In Novernber 2020, the trustees approved a further £2.0m donation to the Royal Academy towards Burlington Project — Phase
| cost overruns, with £1.3m distributed in December 2020 and the remaining £0.7m in january 2021. The Charity had
previously agreed to fund up to £5.0m of cost overruns, for which £3.0m had been donated previously. it had been
anticipated that the final £2.0m donation would not be required until the year ended 31 August 2023, but because of the
significant financial challenges facing the Royal Academy resulting from the Covid-19 pandemic, an earlier donation was made,

Furthermore, in November 2020, the trustees pledged a further £2.0m donation to the Royal Academy, which can be drawn
down over the period to 31 August 2023 as emergency support funding to mitigate the ongoing financial impact of the
pandemic. It is anticipated that this £2.0m donation will be drawn down next year.

Investments
Since November 2008, management of the Charity’s investment portfolios has operated under agreements with Partners
Capital. Since June 2014, this has operated under a Discretionary Management Agreement.

From November 2016 two further investment managers, Sarasin, and Troy, were engaged to initially manage the anonymous
donor funds. Due to the size and nature of the endowment, the Investment Sub-committee took the opportunity to further
diversify the Charity’s overall investment portfolio and its counter-party risk. In January 2020, following a review of the overall
strategic asset allocation of the portfolio, the Investment Sub-committee decided to divest from Troy's Trojan Fund, a
diversified multi-asset fund, and Trojan Income Fund, a UK equity fund, in order to reinvest with an active global equity
manager, Evenlode, who were appointed following a due tender process, and further rebalanced the overall asset allocation
by trimming the level of investment with Sarasin and reinvesting these funds with Evenlode.

The overall investment strategy is seeking to provide a reasonable level of return, while ensuring that the “real” value of the
capital is maintained, such that the trustees will be able to continue similar distributions in the future, Distributions for
restricted and unrestricted designated funds are in accordance with specific restrictions and distribution rates, at various rates
up to 4%. The trustees have set an annual target distribution rate of 4% for unrestricted and general-purpose permanent
endowment funds. To achieve this, a long-term investment objective of inflation plus 4% has been identified as appropriate.
Whilst it is the intention to create an investment solution that meets this long-term objective, it is recognized that there will
be periods when lower returns will be expected.

The primary purpose of the Partners Capital investment portfolio is to support the long-term operating and capital needs of
the Royal Academy. To this end, the overall portfolio is managed to maximise the long-term total return of the portfolio,
subject to maintaining a reasonable level of risk of loss. The main investment portfolio supports the operating and capital
needs of the Royal Academy through an annual spending rate, which is reviewed periodically to ensure the spending rate is
sustainable over the long-term.

The Trust’s objective from the Partners Capital investment portfolio is to preserve and, if possible, to enhance the purchasing
power of its assets, after annual spending and all costs and expenses, over rolling three-year periods. This objective implies a
minimum time-weighted net return target for the Trust more than the RA’s estimated cost inflation (estimated at 2.5%, based
on forecast long run UK inflation of 2.5%) plus the spending rate (as defined above of 4% per annum). This equates to a
minimum annual return of 6.5% p.a. Actual returns will need to be more than this minimum target to cover the costs of
portfolio management and to provide a cushion over the longer-term.

The Charity’s investment portfolio with Sarasin operates under a Discretionary Client Agreement signed in November 2016.
The aim of the portfolio is to enhance the capital value over the longer term, whilst generating sufficient income to meet the
Charity’s requirements, for which a “real return” of 4% per annum has been targeted. The Charity’s investments are held in
the Sarasin Endowments Fund and the Sarasin Climate Active Endowments Fund; the objective of both these funds is to
achieve long-term capital and income growth.

Since January 2020, the Charity has invested in the Evenlode Global Income Fund, which aims to produce attractive long-term
total returns, with an emphasis on income. The fund aims to grow dividend income (notwithstanding any short-term impact of
Covid-19} by a conservative 6% per annum, or about 3% real in the long-term. The fund further targets capital growth
{excluding dividend income referred to above) of over 6% per annum or 3% real.
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Endowments

The Charity has five permanent endowments. These are managed by the trustees on a total return basis. This means that the
funds are invested to maximise the total return on investment without regard to whether that return is in the form of income
from dividends or interest or capital appreciation. The trustees decide each year how much of that return is released to
restricted income funds for spending and how much is retained for investment. The allocation is made on an equitable basis
to balance the need to fund annual levels of distribution and the maintenance over time of the real value of the endowment.
Until transferred, the unapplied total return remains invested as part of the permanent endowment.

The trustees have noted the value of the gift for each of the five permanent endowments received, since each fund was
established. This provides the baseline value of the gift component of each endowment to which any subsequent gift of
endowment is added. The difference between the total of the endowment fund and the value of the gift component
represents the balance of unapplied total return. Having considered their obligations as outlined above, the trustees decided
to make transfers from unapplied total return to restricted income funds for the year ended 31 August 2022 of £0.1m (2021:
£0.1m) for the Ivor Rey scholarship fund to support the annual award to enable students of the Royal Academy Schools to visit
Paris, France for the purpose of studying art; £0.2m {2021: £0.6m) from the Paul Mellon endowment fund to support Royal
Academy revenue projects; £0.1m (2021: £0.1m) from the McAulay Scholarship Fund endowment to support students in the
Royal Academy Schools; and £nil from the Armando Garza Sada Sr. Memorial fund, which was established in 2022. The
trustees approved a further £nil (2021: £0.3m) to be distributed from the Paul Mellon restricted funds to support Royal
Academy capital projects. With regard to the anonymous donor fund, investment returns were retained in the unapplied total
returns until the end of June 2022. At this point, the trustees decided to transfer £0.7m from unapplied total return to
restricted income funds covering the period from the end of June 2022 to 31 August 2023 to support the ongoing revenue
projects of the Royal Academy. In making these decisions the trustees have taken account of the investment climate, the
return on investment for the year, previous levels of allocations from the unapplied total returns and the income needs of the
Charity.

Responsible Investment Policy

The Charity is committed to investing its funds in a socially responsible basis. In June 2021, the trustees approved the Charity’s
Ethical Investment Policy (“the Policy”). in May 2022, the Policy was reviewed by the Investment Sub-committee with minor
amendments, including a change in the Policy name to the Responsible Investment Policy. This better reflects the objectives
and principles contained in the Policy. This amended Policy was approved by the Trust Executive in September 2022, with an
update provided to the full Trustee Board in September 2022, The Policy has been developed with the intention of active
promaotion of investment in companies and investment funds which demonstrate policies and practices that are in line with
the Charity’s values of strong ethical principles. The Policy applies to the full scope of the investments held by the Charity. The
Charity believes that to accord with its values when investing its funds, regard must be made to Environmental, Social and
Governance (“ESG”) issues. The Investment Sub-committee monitors the operation and the effectiveness of the Policy and
provides the trustees with an annual update. The first annual ESG review and report from the Investment Sub-committee in
respect of the period to 31 August 2022 was presented to the full Trustee Board in September 2022. The Investment Sub-
committee was pleased to report the progress made over the past year or so but hoped to see further improvements over the
following 12 months.

The Charity has identified two sets of principles which accord with its values and aspirations in this area, one relating to the
operations of its fund managers and the other to setting appropriate standards for all its investments. Firstly, The United
Nations Principles for Responsible Investment (“UNPRI”): these six principles have been developed, inter alia, to "better align
investors with the broader objectives of society”. The Charity therefore expects that its fund managers will be signatories of
the UNPRI and follow its principles in the way they operate. Secondly, The United Nations Global Compact: The Charity also
supports the ten principles of the United Nations Global Compact, which stem from the acceptance that, as with the Charity
itself, corporate sustainability starts with an entity’s value system and a principled approach to the way it operates. This
means operating in ways that, at a minimum, meet fundamental responsibilities in the areas of human rights, labour,
environment, and anti-corruption.

In managing its investments, the Charity therefore expects its appointed investment managers to encourage good behaviour
and discourage poor behaviour thraugh the screening of investments (using the principles above or an equivalent framework)
and through the direct engagement with the companies in which they invest. In doing so, they should promote sustainability,
good business ethics, good employment practices and the transition to a low carbon economy.

The Charity is particularly concerned about the following ESG issues and will continue to adopt investment strategies that seek
to minimise or, ideally, eliminate investments in companies with corporate behaviour leading to: environmental degradation
and climate change; the manufacture of controversial weapons, including cluster munitions, landmines, biological and
chemical weapons, nuclear and depleted uranium weapons; tobacco production, cultivation, and manufacture; and adult
entertainment (pornography) production, distribution, retail, and ownership. Such investment strategies are not in line with
the Charity’s values and may damage the Charity’s reputation and impact fundraising and so are not in the Charity’s best
interest.
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During the financial year ended 31 August 2021, the Charity made an initial investment of £2.0m in the Sarasin Climate Active
Endowments Fund, with a further £3.0m invested in October 2021. The Charity further approved in February 2022 a
commitment of c.£0.5m ($0.7m) to the 2022 vintage of the Partners Capital 15 degrees Fund, representing 50% of the annual
£1.0m Private Equity commitment target.

Related party transactions
Related party transactions are disclosed in note 20 to the financial statements.

Reserves policy

The Charity holds its free reserves as investment funds from which it can generate income and capital gains for the future
support of the Royal Academy. The current statement of investment principles and the distribution policy recognise the
objective of delivering financial support for the Royal Academy that will be sustainable for the foreseeable future. The trustees
have not established a minimum or maximum level of free reserves as they wish to be able to balance the need to respond to
immediate special needs of the Royal Academy and to ensure sustained support. As at 31 August 2022, the Charity held total
funds of £53.1m (2021: £52.3m), of which £18.3m (2021: £17.9m) were unrestricted funds for which £11.9m (2021: £11.8m} is
both unrestricted and not designated; £21.2m (2021: £22.3m) endowment funds; and £13.6m (2021: £12.1m) restricted
funds.

FUNDRAISING

The Charity has a cost of raising funds in the financial statements in relation to investment fund manager fees and staff costs
for administering legacies to generate funds on behalf of the Royal Academy. The Charity does not actively fundraise and any
approach to fundraising would take account of the Code of Fundraising Practice issued by the Fundraising Regulator. The
Royal Academy is registered with the Fundraising Regulator, submits annual complaints returns to the Regulator and provides
statements on particular areas of fundraising {including complaints) in its annual report. These complaints returns and
statements include activities which might technically fall under the remit of the Charity. The Regulator has approved this
arrangement and confirmed that the Charity is not required to maintain a separate registration with the Regulator.

STATEMENT OF TRUSTEES’ RESPONSIBILITIES
The trustees are responsible for preparing the trustees’ report and the financial statements in accordance with the applicable
law and the United Kingdom Accounting Standards (United Kingdom Generally Accepted Accounting Practice).

The law applicable to charities in England and Wales requires the trustees to prepare financial statements for each financial
year which give a true and fair view of the state of the affairs of the charity and of the incoming resources and application of
resources of the charity for that period. In preparing these financial statements, the trustees are required to:

Select suitable accounting policies and then apply them consistently;
Make judgments and estimates that are reasonable and prudent;
State whether applicable UK Accounting Standards have been followed, subject to any material departures disclosed
and explained in the financial statements;

s  Prepare the financial statements on the going concern basis unless it is inappropriate to presume that the charity
will continue in business;

e  (Observe the methods and principles in the Charities SORP.

The trustees are responsible for keeping proper accounting records that disclose with reasonable accuracy at any time the
financial position of the charity and enable them to ensure that the financial statements comply with the Charities Act 2011,
the Charity {Accounts and Reports) Regulations 2008 and the provisions of the trust deed. They are also responsible for
safeguarding the assets of the charity and hence for taking reasonable steps for the prevention and detection of fraud and
other irregularities.

Audit information
So far as each of the trustees at the time the trustees' report is approved is aware:
e there is no relevant information of which the auditors are unaware; and
e they have taken all relevant steps they ought to have taken to make themselves aware of any relevant audit
information and to establish that the auditors are aware of that information.

On behalf of the Board

7 Decorlw Zozz

Lady Myners, Chair Date:
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Royal Academy Trust
Independent Auditors' Report to the Trustees of
Royal Academy Trust

Opinion

We have audited the financial statements of the Royal Academy Trust ("the Charity") for the year ended 31
August 2022 which comprise the Statement of Financial Activities, the Balance Sheet, the Statement of Cash
Flows and notes to the financial statements, including significant accounting policies. The financial reporting
framework that has been applied in their preparation is applicable law and United Kingdom Accounting
Standards, including FRS 102 "The Financial Reporting Standard Applicable in the UK and Republic of Ireland"
(United Kingdom Generally Accepted Accounting Practice).

Opinion on the financial statements

In our opinion the financial statements:
] give a true and fair view of the state of the Charity’s affairs as at 31 August 2022, and of its incoming
resources and application of resources for the year then ended;
. have been properly prepared in accordance with United Kingdom Generally Accepted Accounting
Practice; and
. have been prepared in accordance with the requirements of the Charities Act 2011.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) {"ISAs {UK)") and applicable
law. Our responsibilities under those standards are further described in the auditors' responsibilities for the audit
of the financial statements section of our report. We are independent of the Charity in accordance with the
ethical requirements that are relevant to our audit of the financial statements in the UK, including the FRC's
Ethical Standard, and we have fulfilled our other ethical responsibilities in accordance with these requirements.
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
opinion.

Conclusions relating to going concern

In auditing the financial statements, we have concluded that the trustees’ use of the going concern basis of
accounting in the preparation of the financial statements is appropriate.

Based on the work we have performed, we have not identified any material uncertainties relating to events or
conditions that, individually or collectively, may cast significant doubt on the Charity’s ability to continue as a
going concern for a period of at least twelve months from when the financial statements are authorised for
issue.

Our responsibilities and the responsibilities of the trustees with respect to going concern are described in the
relevant sections of this report.

Other information

The other information comprises the information included in the annual report, other than the financial
statements and our auditors' report thereon. The trustees are responsible for the other information contained
within the annual report. Our opinion on the financial statements does not cover the other information and,
except to the extent otherwise explicitly stated in our report, we do not express any form of assurance
conclusion thereon.
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Independent Auditors' Report to the Trustees of
Royal Academy Trust (continued)

Other information (continued)

Our responsibility is to read the other information and, in deoing so, consider whether the other information is
materially inconsistent with the financial statements or our knowledge obtained in the course of the audit or
otherwise appears to be materially misstated. If we identify such material inconsistencies or apparent material
misstatements, we are required to determine whether there is a material misstatement in the financial
statements themselves. If, based on the work we have performed, we conclude that there is a material
misstatement of this other information, we are required to report that fact.

We have nothing to report in this regard.
Matters on which we are required to report by exception

We have nothing to report in respect of the following matters where the Charities Act 2011 requires us to report
to you if, in our opinion:
¢ adequate and sufficient accounting records have not been kept, or returns adequate for our audit have not
been received from branches not visited by us; or
¢ the financial statements are not in agreement with the accounting records and returns; or
e certain disclosures of trustees’ remuneration specified by law are not made; or
¢ we have not received all the information and explanations we require for our audit.

Responsibilities of trustees

As explained more fully in the statement of trustees’ responsibilities set out on page 8, the trustees are
responsible for the preparation of the financial statements and for being satisfied that they give a true and fair
view, and for such internal control as the trustees determine is necessary to enable the preparation of financial
statements that are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, the trustees are responsible for assessing the Charity’s ability to continue
as a going concern, disclosing, as applicable, matters related to going concern and using the going concern basis
of accounting unless the trustees either intend to liquidate the Charity or to cease operations, or have no realistic
alternative but to do so.

Auditors' responsibilities for the audit of the financial statements

We have been appointed as auditor under section 144 of the Charities Act 2011 and report in accordance with
regulations made under section 154 of that Act.

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free
from material misstatement, whether due to fraud or error, and to issue an auditors' report that includes our
opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in
accordance with 1SAs (UK) will always detect a material misstatement when it exists. Misstatements can arise
from fraud or error and are considered material if, individually or in aggregate, they could reasonably be
expected to influence the economic decisions of users taken on the basis of these financial statements.
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Royal Academy Trust
Independent Auditors' Report to the Trustees of
Royal Academy Trust (continued)

Auditors’ responsibilities for the audit of the financial statements (continued)

As part of an audit in accordance with ISAs (UK} we exercise professional judgment and maintain professional
scepticism throughout the audit. We also:

¢ identify and assess the risks of material misstatement of the financial statements, whether due to fraud
or error; design and perform audit procedures responsive to those risks; and obtain audit evidence that is
sufficient and appropriate to provide a basis for our opinion. The risk of not detecting a material
misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve
collusion, forgery, intentional omissions, misrepresentations, or the override of internal control;

e obtain an understanding of internal control relevant to the audit in order to design audit procedures that
are appropriate in the circumstances, but not for the purposes of expressing an apinion on the
effectiveness of the Charity’s internal control;

e evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates
and related disclosures made by the trustees;

e conclude on the appropriateness of the trustees’ use of the going concern basis of accounting and, based
on the audit evidence obtained, whether a material uncertainty exists related to events or conditions that
may cast significant doubt on the Charity's ability to continue as a going concern. If we conclude that a
material uncertainty exists, we are required to draw attention in our auditors' report to the related
disclosures in the financial statements or, if such disclosures are inadequate, to modify our opinion. Our
conclusions are based on the audit evidence obtained up to the date of our auditors' report. However,
future events or conditions may cause the Charity to cease to continue as a going concern;

s evaluate the overall presentation, structure and content of the financial statements, including the
disclosures, and whether the financial statements represent the underlying transactions and events in a
manner that achieves fair presentation;

We communicate with those charged with governance regarding, among other matters, the planned scope and
timing of the audit and significant audit findings, including any significant deficiencies in internal control that we
identify during our audit.

Explanation as to what extent the audit was considered capable of detecting irregularities, including fraud

Irregularities, including fraud, are instances of non-compliance with laws and regulations. We design procedures
in line with our responsibilities, outlined above, to detect material misstatements in respect of irregularities,
including fraud. The extent to which our procedures are capable of detecting irregularities, including fraud is
detailed below.

The objectives of our audit in respect of fraud, are; to identify and assess the risks of material misstatement of
the financial statements due to fraud; to obtain sufficient appropriate audit evidence regarding the assessed
risks of material misstatement due to fraud, through designing and implementing appropriate responses to
those assessed risks; and to respond appropriately to instances of fraud or suspected fraud identified during the
audit. However, the primary responsibility for the prevention and detection of fraud rests with both
management and those charged with governance of the Charity.
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Royal Academy Trust
Independent Auditors’ Report to the Trustees of
Royal Academy Trust (continued)

Explanation as to what extent the audit was considered capable of detecting irregularities, including fraud
(continued)

Our approach was as follows:

we obtained an understanding of the legal and regulatory requirements applicable to the Charity and
considered that the most significant are the Charities Act 2011, the Charity SORP, and UK financial
reporting standards as issued by the Financial Reporting Council;

we obtained an understanding of how the Charity complies with these requirements by discussions with
management and those charged with governance;

we assessed the risk of material misstatement of the financial statements, including the risk of material
misstatement due to fraud and how it might occur, by holding discussions with management and thase
charged with governance;

we inquired of management and those charged with governance as to any known instances of non-
compliance or suspected non-compliance with laws and regulations;

based on this understanding, we designed specific appropriate audit procedures to identify instances of
non-compliance with laws and regulations. This included making enquiries of management and those
charged with governance and obtaining additional corroborative evidence as required.

There are inherent limitations in the audit procedures described above. We are less likely to become aware of
instances of non-compliance with laws and regulations that are not closely related to events and transactions
reflected in the financial statements. Also, the risk of not detecting a material misstatement due to fraud is
higher than the risk of not detecting one resulting from error, as fraud may involve deliberate concealment by,
for example, forgery or intentional misrepresentations, or through collusion.

Use of our report

This report is made solely to the Charity's trustees, as a body, in accordance with Chapter 3 of Part 8 of the
Charities Act 2011. Our audit work has been undertaken so that we might state to the Charity’s trustees those
matters we are required to state to them in an auditors' report and for no other purpose. To the fullest extent
permitted by law, we do not accept or assume responsibility to any party other than the Charity and Charity's
trustees as a body, for our audit work, for this report, or for the opinion we have formed.

ere \/‘/DJL\) Jed et

Moore Kingston Smith LLP
Statutory Auditor Date: |2 Decomlrer Zw=zz

6th Floor
9 Appold Street
London EC2A 2AP

Moore Kingston Smith LLP is eligible to act as auditor in terms of Section 1212 of the Companies Act 2006.
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Income and endowments from:

Donations and legacies

Investments

Total income

Expenditure on:

Raising funds

Charitable activities
Annual donation to the Royal Academy
Other donations to the Royal Academy

Total charitable activities

Total expenditure

Net gains / {losses) on investments

Net income / (expenditure)

Transfers between funds

Total funds brought forward

Total funds carried forward

Royal Academy Trust

Statement of Financial Activities

For the year ended 31 August 2022

Unrestricted  Restricted Endowment Total Total

funds funds funds funds funds

Note 2022 2022 2022 2022 2021

£ £ £ £ £

* see note 4 for

comparatives
5 94,033 701,648 375,000 1,170,681 338,804
6 285,982 208,455 405,248 899,685 612,228
380,015 910,103 780,248 2,070,366 951,032

8 (154,939) - 8,290 (146,649) (289,758)

7 (695,694) (343,219) - (1,038,913) (952,670)

7 - (16,976) - (16,976) (2,016,828)

(695,694) (360,195) - (1,055,889) (2,969,498)

(850,633) (360,195) 8,290 (1,202,538) (3,259,256)
11 844,913 (548) (911,528) {67,163) 7,959,224
374,295 549,360 (122,990) 800,665 5,651,000
15,16 - 1,010,418 (1,010,418} - -
17,945,417 12,063,553 22,308,293 52,317,263 46,666,263
18,319,712 13,623,331 21,174,885 53,117,928 52,317,263

All gains and losses arising in the year are included in the Statement of Financial Activities and arise from continuing

operations.

The notes on pages 16 to 30 form part of these financial statements.
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Royal Academy Trust
Balance Sheet as at 31 August 2022

Note 2022 2021
£ £
Fixed assets
Investments 11 52,870,235 52,752,574
Current assets
Debtors 12 39,126 28,553
Cash at bank and in hand 274,013 84,690
Total current assets 313,139 113,243
Liabilities
Creditors - amounts falling due within one year 13 (65,446) (548,554)
Net current assets / (liabilities) 247,693 (435,311)
Net assets 53,117,928 52,317,263
The funds of the charity:
Endowment funds 15 21,174,885 22,308,293
Restricted funds 16 13,623,331 12,063,553
Unrestricted funds:
Designated 17 6,388,890 6,154,765
Other 11,930,822 11,790,652
Total unrestricted funds 18,319,712 17,945,417
Total charity funds 53,117,928 52,317,263

s ==

Lady Myners, Chair
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Royal Academy Trust
Statement of Cash Flows

For the year ended 31 August 2022

Net cash used in from operating activities

Cash flow from investing activities

Dividends and interest from investments

Fund manager fees

Payments to acquire fixed asset investments

Proceeds from investment disposals

Net movement in cash held in the investment portfolio

Net cash provided by investing activities

Net increase / (decrease) in cash and cash equivalents
Cash and cash equivalents at the beginning of the year

Cash and cash equivalents at the end of the year

Note

14

[=)]

11
11
11

2022 2021

£ £

(467,044) (2,461,735)
899,685 612,228
(58,494) (205,148)
(17,866,442) (5,581,760)
16,793,585 6,043,862
888,033 1,078,305
656,367 1,947,487
189,323 (514,248)
84,690 598,938
274,013 84,690
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Royal Academy Trust
Notes to the Financial Statements
For the year ended 31 August 2022

1 General information

Royal Academy Trust ("the Charity") is a registered charity established to serve public benefit by providing
funds for the support of The Royal Academy of Arts ("the Royal Academy"). The registered office is
Burlington House, Piccadilly, London.

2 Summary of significant accounting policies

The financial statements have been prepared under the historical cost convention as modified by the
revaluation of investments to market value and in compliance with Accounting and Reporting by Charities:
Statement of Recommended Practice applicable to charities preparing their financial statements in
accordance with the Financial Reporting Standard 102, "The Financial Reporting Standard applicable in the
United Kingdom and the Republic of Ireland" ("FRS 102"} and the Charities Act 2011.

The financial statements are prepared in sterling which is the functional currency of the Charity. Monetary
amounts in these financial statements are rounded to the nearest pound.

The Charity is a Public Benefit Entity as defined by FRS 102.
a. Basis of preparation
The financial statements have been prepared on a going concern basis.

The principal accounting policies applied in the preparation of these financial statements are set out in the
notes below. These policies have been consistently applied to all the years presented, unless otherwise
stated.

b. Going concern

The trustees consider that there are no material uncertainties affecting the Charity's ability to continue as
a going concern for at least twelve months from the date of approval of the accounts.

¢. Total return investment accounting

The trustees have elected to adopt the total return approach for the investment of its permanent
endowments. Under this approach, the permanently endowed funds are invested to produce an
investment return without regard to whether that return is in the form of income or capital appreciation;
the investment return forms a component of the endowment fund called the unapplied total return. The
trustees periodically determine how much of the unapplied total return is released to income for spending
and how much is retained for investment. This allocation is made equitably to balance the need for
income to meet current requirements and to hold funds as part of the endowment to produce investment
returns for the future.

d. Funds structure

Where there is a legal restriction on the purpose to which a fund may be put, the fund is classified either
as a restricted fund or an endowment fund.

Restricted funds are those where the donor has provided for the donation to be spent in furtherance of a
specified charitable purpose.
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Royal Academy Trust
Notes to the Financial Statements
For the year ended 31 August 2022 (continued)

2 Summary of significant accounting policies {continued)
d. Funds structure (continued)

Endowment funds arise when the donor has expressly provided that the donation is to be invested and
only the income of the fund may be spent. These funds are sub analysed between those where the
trustees have the discretion to spend the capital, an expendable endowment, and those where there is
no discretion to expend the capital, a permanent endowment.

Those funds which are neither endowment nor restricted income funds, are unrestricted income funds
which are sub analysed between designated funds where the trustees have set aside amounts to be used
for specific purposes or which reflect the non-binding wishes of donors and unrestricted funds which are
used at the trustees' discretion in furtherance of the general objectives of the Charity, including the
general fund which represents the Charity's reserves. The major funds held in each of these categories
are disclosed in notes 15 to 17.

€. Income

-

All income is recognised once the Charity has entitlement to the resources, it is probable {more likely
than not) that the resources will be received and the monetary value can be measured reliably.

Investment income, including the related tax credit, and interest on bank and short-term deposits are
accounted for on a receivable basis.

Donations are accounted for when received.

-

Legacies

Legacies are accounted for as income where there is clear entitlement; the amount can be measured
reliably; and receipt is probable.

Receipt is probable when:

- Confirmation has been received from the representatives of the estate(s) that probate has been
granted; and

- The executors have established there are sufficient assets in the estate to pay the legacy; and
- All conditions attached to the legacy have been fulfilled or are within the Charity's control.

Measurement is based on the value listed in the will for pecuniary gifts, provided the estate has sufficient
funds, and on the estate accounts for residuary gifts.

g. Expenditure

All expenditure is accounted for on an accruals basis and has been classified under headings that
aggregate all costs related to each category of expense shown in the Statement of Financial Activities
("SOFA").

h. Raising funds
The costs of raising funds are those costs attributable to generating income for the Charity. These

represent the legacy manager's salary costs, investment management fees and governance costs.
Governance costs are primarily concerned with constitutional and statutory requirements.

Page: 17



Royal Academy Trust
Notes to the Financial Statements
For the year ended 31 August 2022 (continued)

2 Summary of significant accounting policies (continued)
i. Charitable activities

Costs of charitable activities comprise the donations made to the Royal Academy. Generally, donations
are accounted for when paid. However, where the Royal Academy has incurred expenditure on a major
capital project on the basis of a commitment from the Charity to reimburse costs, any costs not covered
by donations paid in the year are provided for.

J. Investments

Listed investments are stated at market value at the year end. The market value of securities is based on
the bid market quotation on the relevant stock exchange and investments that are held in units are
stated at the average of the unit bid and offer prices. The SOFA includes any realised or unrealised gain /
loss during the year.

The main form of financial risk faced by the Charity is that of volatility in equity markets and investment
markets due to wider economic conditions, the attitude of investors to investment risk, and changes in
sentiment concerning equities and within particular sectors or sub sectors.

k. Realised gains and losses

All gains and losses are taken to the SOFA as these arise. Realised gains and losses on investments are
calculated as the difference between sales proceeds and opening carrying value or later purchase price.
Unrealised gains and losses are calculated as the difference between the market value at the year end
and opening carrying value or later purchase price.

|. Foreign currencies

Investment transactions in foreign currencies are recorded at the rate ruling at the date of the
transaction. Assets and liabilities denominated in foreign currencies are retranslated at the rate ruling at
the balance sheet date.

Financial instruments

3

Financial instruments are recognised in the Charity's balance sheet when it becomes party to the
contractual provisions of the instrument.

Financial assets and liahilities are offset, with the net amounts presented in the financial statements,
when there is a legally enforceable right to set off the recognised amounts and there is an intention to
settle on a net basis or to realise the asset and settle the liability simultaneously.

Financial liabilities and equity instruments are classified according to the substance of the contractual
arrangements entered into. An equity instrument is any contract that evidences a residual interest in the
assets of the Charity after deducting all of its liabilities.

Basic financial assets
Basic financial assets, which include trade and other receivables and cash and bank balances, are initially
measured at transaction price including transaction costs and are subsequently carried at amortised cost
less any impairment.
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Royal Academy Trust
Notes to the Financial Statements
For the year ended 31 August 2022 {continued)

2 Summary of significant accounting policies {continued)
m. Financial instruments (continued)

Other financial assets

Other financial assets, including investments in equity instruments, are initially measured at fair value
which is normally the transaction price. Such assets are subsequently carried at fair value and the changes
in fair value are recognised in the SOFA.

Trade debtors, loans and other receivables that have fixed or determinable payments that are not quoted
in an active market are classified as "debtors". Debtors are measured at amortised cost less any
impairment.

Impairment of financial assets

Financial assets, other than those held at fair value through the SOFA, are assessed for indicators of
impairment at each reporting end date. Financial assets are impaired where there is objective evidence
that, as a result of one or more events that occurred after the initial recognition of the financial asset, the
estimated future cash flows have been affected. The impairment loss is recognised in the SOFA.

Derecognition of financial assets

Financial assets are derecognised only when the contractual rights to the cash flows from the asset expire,
or when it transfers the financial asset and substantially all the risks and rewards of ownership to another
entity.

Basic financial liabilities

Basic financial liabilities, including trade and other payables, are initially recognised at transaction price
uniess the arrangement constitutes a financing transaction, where the debt instrument is measured at the
present value of the future payments discounted at a market rate of interest.

Other financial liabilities

Derivatives, including forward foreign exchange contracts, are not basic financial instruments. Derivatives
are initially recognised at fair value on the date a derivative contract is entered into and are subsequently
re-measured at their fair value. Changes in the fair value of derivatives are recognised in the SOFA in
finance costs or finance income as appropriate. Hedge accounting is not currently applied.

3 Critical accounting judgments and estimation uncertainty
Estimates and judgments are continually evaluated and are based on historical experience and other
factors, including expectations of future events that are believed to be reasonable under the
circumstances.

a. Fair value on derivatives

Derivatives are re-measured at fair value at the year end. Fair value at year end is determined by an
independent external third party.
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Royal Academy Trust
Notes to the Financial Statements
For the year ended 31 August 2022 (continued)

4 Prior year comparatives by type of fund

Unrestricted Restricted Endowment Total
funds funds funds funds
2021 2021 2021 2021
£ £ £ £
Income and endowments from:
Donations 323,476 15,328 - 338,804
Investments 145,657 87,843 378,728 612,228
Total income 469,133 103,171 378,728 951,032
Expenditure on:
Raising funds (284,812) - (4,946) {289,758)
Charitable activities
Annual donation to the Royal Academy (177,329) (775,341) - {952,670)
Other donations to the Royal Academy (1,677,797) (339,031) - {2,016,828)
Total charitable activities (1,855,126) (1,114,372) - {2,969,498)
Total expenditure (2,139,938) (1,114,372) (4,946) (3,259,256)
Net gains on investments 3,038,963 1,879,774 3,040,487 7,959,224
Net income 1,368,158 868,573 3,414,269 5,651,000
Transfers between funds - 657,339 (657,339) -
Total funds brought forward 16,577,259 10,537,641 19,551,363 46,666,263
Total funds carried forward 17,945,417 12,063,553 22,308,293 52,317,263
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Royal Academy Trust
Notes to the Financial Statements
For the year ended 31 August 2022 (continued)

5 Income from donations and legacies

General

Revenue projects:
Schools
Library and collections

Total revenue projects

Total

6 Income from investments

Listed investments
Bank interest

Total

Unrestricted Restricted Endowment
funds funds funds Total Total
2022 2022 2022 2022 2021
£ £ £ £ £
48,361 700,000 375,000 1,123,361 287,798
45,672 - - 45,672 35,678
- 1,648 - 1,648 15,328
45,672 1,648 - 47,320 51,006
94,033 701,648 375,000 1,170,681 338,804
Unrestricted Restricted Endowment
funds funds funds Total Total
2022 2022 2022 2022 2021
£ £ £ £ £
285,583 208,455 405,248 899,286 612,028
399 - - 399 200
285,982 208,455 405,248 899,685 612,228

7 Analysis of expenditure on charitable activities

In the current year, the Charity made donations of £1,055,889 (2021: £2,969,498) to the Royal Academy,
representing £nil {(2021: £2,000,000) to the Burlington Project - Phase |; £16,976 (2021: £16,828) for the
cataloguing project; £92,500 (2021: £92,500) for the Heinz Architecture Programme; £288,622 (2021:
£232,257) for the Royal Academy Schools; £6,410 (2021: £6,410) for the Library; and £5,000 (2021: £5,000)
for the Casson Drawing Prize in the Summer Exhibition, with the balance donated in support of the general
activities of the Royal Academy.

Page: 21



Royal Academy Trust
Notes to the Financial Statements
For the year ended 31 August 2022 (continued)

7 Analysis of expenditure on charitable activities (continued)

10

Unrestricted  Restricted Endowment
funds funds funds Total Total
2022 2022 2022 2022 2021
£ £ £ £ £
Annual donation to the Royal
Academy 695,694 343,219 - 1,038,913 952,670
Royal Academy revenue projects:

Cataloguing project - 16,976 : 16,976 16,828
Total revenue projects - 16,976 - 16,976 16,828
Royal Academy capital projects:

Burlington Project - Phase | - - - - 2,000,000
Total capital projects - - - - 2,000,000
Total 695,694 360,195 - 1,055,889 2,969,498
Analysis of expenditure on raising funds

Unrestricted  Restricted Endowment
funds funds funds Total Total
2022 2022 2022 2022 2021
£ £ £ £ £
Fund manager fees / (rebate) 66,784 - (8,290) 58,494 205,148
Staff costs 66,045 - - 66,045 64,479
Auditors' remuneration 16,665 - - 16,665 16,557
Bank charges 97 - - 97 85
Exchange rate losses 3,239 - - 3,239 242
Miscellaneous 2,109 - - 2,109 3,248
Total 154,939 - (8,290) 146,649 289,758

Trustees' remuneration, benefits and expenses

The Charity's trustees give their time freely and receive no remuneration for the work that they undertake
as trustees. However, they can claim expenses to reimburse them for costs that they incur in fulfilling their

duties.

No trustee, or person related or connected by business to them, has received any remuneration from the
Charity during the current or prior year. No expenses were reimbursed to trustees for travel to attend
committee meetings of the Charity during the current or prior year.

Analysis of staff costs

The trustees have concluded that the Executive Committee comprise the key management personnel of
the Charity. No remuneration was paid to key management personnel (2021: £nil).
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Royal Academy Trust
Notes to the Financial Statements

For the year ended 31 August 2022 (continued)

Analysis of staff costs (continued)

Salaries and wages
Social security costs
Employers pension contribution

Total

2022 2021

£ £
55,229 53,600
5,397 5,679
5,419 5,200
66,045 64,479

Salary costs represent the cost of staff employed by the Royal Academy and recharged to the Charity. The
average number of permanent staff engaged by the Charity in 2022 was 1 (2021: 1).

Investments

Movement in market value of investments

Market value brought forward
Additions to investments at cost
Proceeds on disposal

Net (losses) / gain on investments

Market value of investments at 31 August

Market value of investments by type

Bonds

Property

Global equities

UK equities

Hedged equities
Absolute return
Alternative investments
Liquid assets
Commoaodities

Total market value of investments  [Historic cost of investments £40,372,381 (2021:

£34,858,048)]
Cash holdings

Total

Investments under management were:
Partners Capital LLP

Sarasin & Partners LLP

Evenlode Investment Management Limited

Total

All investments are carried at their fair value.

2022 2021

£ £
51,694,651 44,197,529
17,866,442 5,581,760

{16,793,585) {6,043,862)
(67,163) 7,959,224
52,700,345 51,694,651
2022 2021

£ £
3,557,296 7,364,095
2,139,565 2,718,307
25,102,068 27,723,498
10,027,727 7,681,375
501,655 547,972
3,862,601 3,746,749
2,319,696 1,244,507
5,189,737 594,264
- 73,884
52,700,345 51,694,651
169,890 1,057,923
52,870,235 52,752,574
31,922,766 33,698,234
15,662,367 13,773,641
5,285,102 5,280,699
52,870,235 52,752,574
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Royal Academy Trust
Notes to the Financial Statements
For the year ended 31 August 2022 (continued)

11 Investments (continued)

Significant investment holdings as a % of total investment portfolio

based on market value at 31 August were: 2022 2021
Sarasin Endowments Fund 20.43% 22.23%
Partners Capital The Master Portfolio (C) Ltd 11.29% 11.67%
Evenlode Global Income Fund 10.00% 10.01%
Sarasin Climate Active Endowments Fund 8.96% 3.88%
Partners Capital Phoenix Fund I Ltd 5.90% 5.06%
Partners Capital Greyhawk Fund, LP 4,.70% 6.81%
Partners Capital Falcon Fund (C) Ltd 3.86% 7.29%
Partners Capital Harrier Fund {C) Ltd 3.74% 4.08%
Vanguard UK Inflation Linked Gilt Index Fund 3.34% 1.48%
Partners Capital Condor Fund XII 3.13% v 2.27%
Total 75.35% 74.78%
12 Debtors 2022 2021
£ £

Amounts due from R.A. Enterprises Limited 39,126 28,553

Total 39,126 28,553

Amounts owed by related undertakings are unsecured, interest free, have no fixed date of repayment and
are repayable on demand.

13 Creditors - amounts falling due within one year 2022 2021
£ 2
Amounts due to the Royal Academy 39,195 435,941
Accruals 26,251 112,613
Total 65,446 548,554
14 Notes to the statement of cash flows 2022 2021
£ £
Net income 800,665 5,651,000
Adjustments for:
- Losses / (gains) on investments 67,163 (7,959,224)
- Dividends and interest from investments (899,685) (612,228)
- Fund manager fees 58,394 205,148
- (Increase) / decrease in debtors (10,573) 157,331
- (Decrease) / increase in creditors (483,108) 96,238
Cash flow used in operating activities (467,044) (2,461,735)
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Royal Academy Trust
Notes to the Financial Statements
For the year ended 31 August 2022 (continued)

15 Analysis of endowment funds

Investment
returns less  Unapplied
fund total return
Balance at Gift of manager allocatedto  Balance at
2021 endowment fees income 2022
£ £ £ £ £
The Ivor Rey scholarship fund: a
- Trust for investment 404,400 - - - 404,400
- Unapplied total return 312,125 - 46,959 (14,532) 344,552
Paul Mellon endowment fund: b
- Trust for investment 3,039,283 - - - 3,039,283
- Unapplied total return - - 199,186 (199,186) -
Anonymous donor fund: c
- Trust for investment 12,229,042 - - - 12,229,042
- Unapplied total return 4,803,402 - (852,270) (696,700) 3,254,432
McAulay Scholarship fund: d
- Trust for investment 1,265,918 - - - 1,265,918
- Unapplied total return 254,123 - 96,343 {100,000) 250,466
Armando Garza Sada Sr. Memorial fund: e
- Trust for investment - 375,000 - - 375,000
- Unapplied total return - - 11,792 - 11,792
Total 22,308,293 375,000 (497,990) (1,010,418) 21,174,885

The anonymous donor fund is invested with Sarasin & Partners LLP (“Sarasin”) and Evenlode Investment
Management Limited (“Evenlode”). Whilst, there was a small positive return from the investment with Evenlode,
the investment with Sarasin had a negative return of over 5% in the year. All other funds are invested with
Partners Capital LLP (“Partners Capital”), who also generated positive returns in the year.

a. The Ivor Rey scholarship fund
In March 2013, £361,303 was received from the estate of Ivor Rey to establish the Ivor Rey scholarship fund which
is held as a permanent endowment and is being accounted for on a total return basis. A further £43,097 was
received in December 2016. The purpose of the fund is to provide an annual award from investment returns to
enable students of the Royal Academy of Arts Schools ("Royal Academy Schools") to visit Paris, France for the
purpose of studying art.

b. Paul Mellon endowment fund
The Paul Mellon endowment fund was established in 2000 by a $5,000,000 / £3,039,283 legacy from Paul Mellon.
It is held as a permanent endowment and is being accounted for on a total return basis. The terms of the bequest
restrict the investment returns arising from it to the general purpose of the Royal Academy.

¢. Anonymous donor fund

A donor, whose identity is known to the Charity, but who wished to remain publicly anonymous pledged
$23,000,000 in October 2015, to be paid in eight equal annual instalments from December 2015, but with the
donor having the right to accelerate any one or more of such instalments. $15,333,333 (£10,000,000 based on the
exchange rate at date of pledge) is to be held as a permanent endowment and is being accounted for on a total
return basis, with investment returns generated being available to the Royal Academy for unrestricted revenue
projects from June 2022, with the remaining $7,666,667 (£5,000,000 based on the exchange rate at date of
pledge) being available to the Royal Academy for a restricted capital project, Burlington Project - Phase li.

Two instalments were received (55,750,000 / £3,966,198) in the period to 31 August 2017. Payment of the
remaining instalments was accelerated, with the balance received during the year ended 31 August 2018.
£12,229,042 ($15,000,000) is included in the endowment funds above (including a £2,229,042 realised foreign
exchange gain), with £5,000,000 included in restricted funds - Burlington Project lll {see note 16).
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d. McAulay Scholarship fund

A donation of $1,323,364 / £1,066,455 was received from the McAulay family in August 2020 to support two
full scholarships for students at the Royal Academy Schools in perpetuity. The donor's expressed intention
was for these funds to "top up” the existing fund established in 1998 to provide fees and maintenance for a
student at the Royal Academy Schools. The fund is held as a permanent endowment and is being accounted
for on a total return basis, with the investment return being used to fund the scholarships.

. Armando Garza Sada Sr. Memorial fund

16

-

A donation of £375,000 was received from Brenda Garza in April 2022 to support an annual symposium in
memory of Armando Garza Sada Sr. which will focus on an artist, or artists, that have been significantly
underrepresented within art history. The fund is held as a permanent endowment and is being accounted for
on a total return basis, with the investment return being used to fund the symposium.

Analysis of restricted funds

Unapplied

income and total return
Balance at fund growth  Utilised in from Balance at
2021 in year year endowments 2022
£ £ £ £ £
Heinz Architecture fund 16.a 4,411,520 283,056 (92,500) - 4,602,076
Salaman-Seelig art fund 16.b 88,259 5,325 (7,000) - 86,584
The Ivor Rey scholarship fund 15.a 24,097 628 (14,532) 14,532 24,725
Paul Mellon endowment fund 15.b 617,807 30,921 (146,000) 199,186 701,914
Anonymous donor fund 15.c - - - 696,700 696,700
McAulay Scholarship fund 15.d - - (50,000) 100,000 50,000
Cataloguing project 16.c 15,328 1,648 (15,328) - 1,648
Greenham fund 16.d 216,670 13,835 (5,570) - 224,935
The Starr Fellowship 16.e 1,304,312 83,601 (28,685) - 1,359,228
Weiss fund 16.f 22,377 1,429 (580) - 23,226
Burlington Project - Phase Il 16.g 5,363,183 (234,280} - - 5,128,903
The Thorogood Smith Scholarship  16.h - 571,754 - - 571,754
James Paradise Annual Giving Fund 16.i - 151,638 - - 151,638
Total 12,063,553 909,555 (360,195) 1,010,418 13,623,331

The Burlington Project — Phase Il fund is invested with both Sarasin and Partners Capital. The investment
with Sarasin had a negative return of over 5% in the year, whereas Partners Capital generated a positive
return. All other funds are invested with Partners Capital.

Heinz Architecture fund

The Heinz Architecture fund comprises a major donation received in 1993 to support the development of the
architecture programme of the Royal Academy. The trustees make a donation each year to support the costs
of the programme.

. Salaman-Seelig art fund

The Salaman-Seelig art fund was established in 2016 by a £71,550 legacy from Auriol Seelig. The purpose of
the fund is to make an annual award to a 2nd year student of the Royal Academy Schools. It is anticipated
that the award will be made for 12 consecutive years.
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16 Analysis of restricted funds (continued)

¢. Cataloguing project
The cataloguing project was established through donations from trusts, foundations and private individuals.
The purpose of the project is to catalogue the Royal Academy's collection, including conservation and the
creation of a collections website, and the creation and publication of a volume on the history of the Royal
Academy and its collection, which was published in 2018.

d. Greenham fund
The Greenham fund was established in 1992 through donations from trusts, private individuals and an
auction of donated works. The purpose of the fund is to provide a three year bursary for a student of the
Royal Academy Schools, selected by the Keeper of the Royal Academy Schools.

e. The Starr Fellowship
The Starr Fellowship was established in 1987, with subsequent donations in 1998, 1999, 2000, 2001 and
2004. The fund is used to support an annual fellowship for American nationals with a contemporary art
practice with a bursary of £26,000 and to support the Royal Academy Schools general running costs that
allow the fellowship to be offered.

f. Weiss fund
The Weiss fund was established in 2005 by a donation of £10,000 from Edna Weiss. The purpose of the fund
is to make an annual award of £560 to a student of the Royal Academy Schools working in a figurative style.

g. Burlington Project - Phase Il
As disclosed in note 15.c, a donor, whose identity is known to the Charity but who wished to remain publicly
anonymous, donated £5,000,000 in 2018 to the Burlington Project - Phase lIl. In both 2018 and 2019
£500,000 was donated to the Royal Academy in respect of costs incurred to date by the Royal Academy on
this project, with the remaining £4,000,000 being held by the Charity until required by the Royal Academy.

h. The Thorogood Smith Scholarship
The Thorogood Smith Scholarship was established in 2022 by a legacy of £550,000 from Janet Smith. The
purpose of the fund is to provide a scholarship to one student of the Royal Academy Schools, with the
investment returns being used to cover the cost of tuition and to provide an annual bursary to the student. If
a suitable student can be found with the necessary talent, the scholarship will be given to a Mouth and Foot
Painting Artist from the charity MFPA (registered charity number 328151).

i. James Paradise Annual Giving Fund
The James Paradise Annual Giving Fund was established in 2022 by a donation of £150,000 from James
Paradise. The purpose of the fund is to provide two annual prizes of £3,000 each to two students of the Royal
Academy Schools for their works in the annual Premiums show.
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17 Analysis of designated funds

The trustees have designated the funds detailed below out of unrestricted funds:

income and
fund growth in
Balance at 2021 Utilised in year year Balance at 2022
£ £ £ £
General a 1,855,845 (57,895) 117,832 1,915,782
Sir Roger de Grey Memorial Fund b 155,383 (3,529) 9,952 161,806
Casson Award d 377,231 (5,000) 24,395 396,626
Eranda Professor e 172,101 (5,170) 10,941 177,872
Cheneviére Travel Award f 191,290 (5,740) 12,160 197,710
Schools Portfolio Fund g 172,468 (5,180} 10,964 178,252
Patricia Turner Award h 394,722 (11,850) 25,093 407,965
The Pauline Sitwell Bursary Fund i 468,417 (14,060) 29,777 484,134
Maintenance Fund j 2,367,308 {93,270) 194,705 2,468,743
Total 6,154,765 (201,694) 435,819 6,388,890

a. General

In 1998, the Charity received £1,359,212 from the Royal Academy in respect of several small trusts. These
trusts represent funds donated in support of scholarships and prizes in the Royal Academy Schools;
maintenance of the Royal Academy Collections; and the general purposes of the Royal Academy. The Charity
Commission gave permission for these funds to be transferred to the Charity on the basis of the
improvements to investment performance and administration likely to ensue. These funds have been
treated as designated funds that have been set aside out of the unrestricted funds by the trustees for
specific purposes.

b. Sir Roger de Grey Memorial Fund
The fund was launched in 1996 to establish a source of funds to provide student maintenance grants for
students at two independent institutions with which Sir Roger was associated: the Royal Academy Schools
and the City & Guilds of London Art School. Sir Roger was President of the Royal Academy from 1984 to
1993 and Principal of the City & Guilds from 1973 until his death in 1995. Funds totalling £80,000 were
invested on the understanding that annual maintenance grants would be made to each fine art school (split
evenly between them).

d. Casson Award
The fund was created in 2001 to establish a prize for drawing to be awarded during the Summer Exhibition
with initial funds totalling £107,000. The fund was increased in 2013 and 2015 through bequests of £88,482
and £20,152 respectively received from the estate of Mrs Anne Marjorie Crosthwait.

e. Eranda Professor
The fund was created in 2001 to establish a professorship in the Royal Academy Schools. An initial donation
of £120,000 from the Eranda Foundation was earmarked for investment by the Charity on the understanding
that this would fund a professor in the Royal Academy Schools. Further funds of £20,000 were donated in
2012 by the Trustees of the Eranda Foundation.

f. Cheneviére Travel Award
The fund was launched in 2001 to establish a source of funds to provide a travel bursary for a student in the
Royal Academy Schools. Funds totalling £144,000, raised by the Cheneviére family, were earmarked by the
trustees and invested on the understanding that a travel award would be made each year to a student in the
Royal Academy Schools.
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Analysis of designated funds {continued)

. Schools Portfolio Fund

The fund was created in 2001 to establish a source of funds providing maintenance for students at the Royal
Academy Schools.

. Patricia Turner Award

In November 2001 the Charity earmarked £200,000 of donations to establish a fund to provide a grant to a
graduating student in 3D media.

. The Pauline Sitwell Bursary Fund

In May 2012, £250,000 from Pauline Sitwell's bequest to the Royal Academy, as a whole group, was paid
directly to the Charity to establish the Pauline Sitwell Bursary Fund. The purpose of the fund is to provide an
annual bursary award to assist students of the Royal Academy Schools with living costs. The annual award
was set at £7,500 per annum, but is subject to annual review by trustees of the Charity.

. Maintenance Fund

The fund was created in 2004 to provide maintenance for students at the Royal Academy. In addition to
investment income received, a total of £45,672 has been added to this fund during 2022 (2021: £35,678),
arising from fundraising activities.

An annual donation is made from each designated fund to the Royal Academy in line with the wishes of each
fund. This will continue until each fund has been fully drawndown.

Analysis of net assets between designated funds Net current Total net
Investments assets assets
£ £ £
General 1,915,782 - 1,915,782
Sir Roger de Grey Memorial Fund 161,806 - 161,806
Casson Award 396,626 - 396,626
Eranda Professor 177,872 - 177,872
Cheneviére Travel Award 197,710 - 197,710
Schools Portfolio Fund 178,252 - 178,252
Patricia Turner Award 407,965 - 407,965
The Pauline Sitwell Bursary Fund 484,134 - 484,134
Maintenance Fund 2,423,071 45,672 2,468,743
Total 6,343,218 45,672 6,388,890

Analysis of net assets between funds

Net current Total net

Investments assets assets

£ £ £
Endowment funds 21,149,752 25,133 21,174,885
Restricted funds 13,621,683 1,648 13,623,331

Unrestricted funds:

Designated 6,343,218 45,672 6,388,890
Other 11,755,582 175,240 11,930,822
Total 52,870,235 247,693 53,117,928
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Financial instruments

The financial statements include the following in respect of items held at fair value at 31 August:

2022 2021
£ £

Financial assets measured at amortised cost 39,126 28,553
Financial liabilities measured at amortised cost 65,446 548,554
Financial assets measured at fair value through the SOFA 52,870,235 52,752,574

Related party transactions

The Royal Academy made a donation of £1,648 to the Charity related to unspent funds from the cataloguing
project (2021: £15,328). The Charity donated £1,055,889 (2021: £2,969,498) to the Royal Academy; £nil
(2021: £2,000,000) towards the Burlington Project - Phase |; and £1,055,889 (2021: £969,498) to support
various campaigns and capital projects. At the year end £39,195 was outstanding and included within
creditors (2021: £435,941).

R.A. Enterprises Limited made a donation of £39,126 (2021: £28,533) to the Charity for future funding of the
Royal Academy Schools. At the year end £39,126 (2021: £28,533) was outstanding and included within
debtors.
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