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REFERENCE AND ADMINISTRATIVE INFORMATION

Introduction

The accounts for the National Army Museum arepresentedfor the financial yearended 31 March 2006. The
accaunts are preparedin accardance with adirection givenby the Secretary of State for Defence under
Secton 30(3) of the National Heritage Act 1983 and law applicalde to charitiesin England and Wales

The National Army Museum is acharity regsteredwith the Charity Commission (reference no. 237902).
Address and principal offi ce of Museum
National Army Museum, Royal Hospital Road, Chelseg London SW3 4HT
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Lloyds TSB Bark Plc
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Hays Lare House

1 Hays Lanre

London SEL 2HA

Sdicitors

CharlesRussell Pemingtons

8-10 New Feter Lare Bucklersdury House, 83 Camon Street
London London

EC4A 1RS EC4N 8PE

Auditors

National Audit Office

157-197 Buckingham PalaceRoad
London

SW1W 9SP

Internal Auditors

Daly, Hoggett & Co
5-11 Mortimer Street
London

WIT 3HS

Invedment Advisers

Richard Nunneley
ABN Amro

82 Bishopsgate
London

EC2N 4BN
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STRUCTURE, GOVERNANCE AND MANAGEMENT
Background I nfor mation

The National Army Museun (NAM) wasedallishedby Royal Charter in 1960 to collect, preserve, and
exhibit objects and records relating to the Regular and Auxiliary forcesof the British Army and of the
Commonweath, and to encourage research into their History and Tradtions. Devolvedstatus wasaccaded
to the Museum under the termsof the National Heritage Act 1983. The amual Grari-in-Aid, mace through
the Ministry of Deferce (MOD), isadministeredby the Direcior of the Museum on behalf of the goverrning
body, the Council of the National Army Museum.

Appointment of Members of Council

At a Privy Council Meeting on 22 May 2002, Her Majesty The Queenapproved amerdmerts to the Royal
Charter of the National Army Museum. In line with para 7(2) of the amerded Royal Charter the Members of
Council atthe date on which the Article cameinto effect, who had beennominated by the Army Board
continuedto be Membersof the Council and the ex officio Memlers ceagd to be Members from that date.
In line with para 7(3) of the amerded Royal Charter, vacarciesin the Membership occurring after the
coming into effect of the amerded Royal Charter arefilledby persons nominated by the Council ard
approvedby the Army Board. Paa8(1) of the amended Royal Charter statesthat the Chairmanof the
Council of the National Army Museum shall be nominated by the Council from amang its Membersand
shall hold offi ce (unless he or she shall earierredgn) for the resdue of the period for which he or she has
beenappointeda Member. Gereral Sir Jack Deverel waselected Chairmanof Council atthe 125" Meeting
on 7 Sepgember 2005.

Council haschosento subscribe to the Commissioner for Public Appointmerts Code of Precticefor Public
Appointmerts Procedures In particular, Membersof Council have affi rmedtheir commitmert to the Seven
Principlesof Public Life.

A Regster of Interegsis maintainedfor Membersof Council. This may be inspected on requed at the
Museum by prior appointmert with the Director.

Members of Council

Admiral Sir Jeremy Black GBE KCB DSO

Gereral Sir Jack Deverell KCB OBE from June 2005 (Chairman)

The Rt Hon Lord Freeman PCMA FCA CRAeS from June 2005

Mr Richard Marriott CVO TD until June 2005

The Hon David McAlpine

The late Sir Nigel Mobbs until September 2005

The Right Rewvererd Petr J Nott

Prdfessor Brian Holden Reid MA PhD FRHistS FRGS FRUSI

The Lady Vaizey

Major Gereral CharlesG C VyvyanCB CBE MA MSc from June 2005
Genreral Sir John WatersGCB CBE JP DL (Chairman) until June 2005
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Recruitment, Appointment and Training of Tr ustees

New Membersof Council are sought through national advertisemert with subsequent applicarts being
interviewed by membersof Council assistedby external assessors. Recommerdations arethenmade for
approval by the Army Board All new trusteesreceive informaion aslaid down by the Charity Commission.
They also visit the Museum for Induction training provided by the Museum Director.

Organisation Stru cture and Decision-M aking Process

The overal direcion and operation of the NAM isvededin the Council of the Museum. The Council of the
National Army Museum consists of up to nine members who serve for a period of threeyeas from the date
of their nomination. The day-to-day operatons are controlled by the Director of the NAM with the assistarce
of aMamagemert Team

The following werethe membersof the Managemert Teamduring the year:

Dr AlanJ Guy Director

Dr Peter Boyden Assistant Director (Collections)

Mike OOCanor Assistant Direcior (Operations)

David Smurthwaite Assistant Direcior (Museun Serviceg

Frequent meetings of the Managemert Teamtake place together with meetings involving Heads of
Department and subject specialists to ensure the smooth running of the NAM, with reference to the Museun
Mission Statemert and the MuseumOsRisk Management Pdicy & Matrix of Risks. The Matrix of Risks,
whichisregularly updated, is used asthe bass of Intemal Audit.

Internal Re-organisation

From 1 June 2005 the opportunity wastakento effect a change in the organizaion of the Administration
Division. The position of Strategc FaciitiesManmager wasdeleted from the NAM orgarnisation, thisrole
having beensubsumedinto a newly-formed Operaions Division, heacedby an Assistant Director
(Operations). The new Division encompassesthe former Administration Division, including wardng and
secuity, but with the excegion of the Department of HumanResurces whichfor the time being reports
immedately to the Director; the Departmert of Retail Serviceswhich now reports to the Assistart Director
(Museum Seniceg ard the contractcaterer, whose work in the Museum is overseenby staff of the Museum
SenicesDivision.

On 1 May 2005, the Departmert of Human Resurces(HR) wasformally constitutedto take over and
expard dutiesformally carried out by the Per®nnel Section of the Museun Secetariat, which waspart of
the Administration Division. Thereisdirect input from the Department into Managemert Team Meetings,
Managemen Tean Sub-Committees the Internal Audit proces and reports to Council and Council Sub-
Committees
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OBJECTIVES AND ACTIVITIES
The Mission Statement
The NAM's Mission Statemert is:

"To interpret and communi cate the objectsin the Museum's carein ways whichinspire, provide
enoymert and provoke quedions from the NAM's visitors.'

The NAM hasanimportart role on behalf of the Nation asa repository of the history and heritage of the
British Army, aswell assupporting the Defence Purpose through its contribution to the Army'simagein
society; to the remembrance of those who have served, and to the education of Senicemenamd
Senicewomen In addition, the NAM seesits wider educatonal role in the community asimportart in
contributing to the delivery of The National Curriculum and Life-Long Learnng. Visitors are currertly
admittedto the NAM Chelsea,ard all the Exhibitions there,freeof charge.

Review of Activities

The NAM Council's aguirations for the future developmert of the Museum have, in the year ended 31 March
2006, beenmedatedthrough arelbranding proces which resultedin anewly expressed Purpose for the
Museum approved by Council atthe 126th Meeing held on 26 October 2005. The Museum wishedto
demastrate its contribution to the Deferce Pupose, and to be more widely recagnizedasa focal point for
the Army's maierial heritage, ethos ard ésprit de corps so thatthe NAM acts asalink betweenthe Army and
Scciety, helping to ensure that the two never grow apart. The NAM's Puposeisthus:

) to recannectthe Army with society;
(i) to explain the Army so that everyone cansee how it has protected society overtime;

(iii)  toexplain whatthe Army did/does why it did it, how it did it and the impactit hashadon
the nation;

(iv) to use objectsin its Collectons astools to deliver the Story of the Army and not asanend in
themslves

(V) to link the pag with the present.

This Purpose wasarrived at through a period of intense researchand consultation, involving staff atall levels
of the Museum and med atedthrough a team of external consultarts drawn from Messrs Wolff-Olins and
Prince Resaich Consultants (PRC) Ltd. Expenditure relatedto this vital acivity appeasin the Statemert of
Finarcial Activitiesunderthe headngs Regricted Grant-in-Aid Fund: Cost of Charitabde Activities
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In detail, the Museum conducted anindepth study of those areasof work - callections maragement,
branding, service delivery, diversty and access - which hadbeenidentifiedasessertial to the future
developmert of the NAM. In broadtemmsthe conclusions were asfollows:

¥ Create a strong 'user friendly' brand that communicates positivesto the Museun's clierts -
whether they areactal visitorsto NAM Chelsea, or usersof its services

¥ Engage the MOD at the proper level of sponsorship and support for the Museum

¥ Progress the development of NAM Chelseaasa public attraction, for service delivery and as
afocal point for fund-raising activities

¥ Develop the Museum'’s potential for sustainal e revernue gereration

¥ Pu in placea staffing policy and structure which properly supports the Museum's needs ard

providesscope for staff developmert

¥ Implemert the Acquisitions & Disposals Pdicy to the fulleg extert, concertrating in future
on those Cdllecion itemsof core significarceto the Story of the British Army, asexpressed
in the newly minted Purpose

¥ Continueto rationalize,and reduce, the scale of the NAM's Heritage Military Vehicle
Cdllecton, currertly accommodated, on atemporary basis, at DSDC (North), Donnington so
thatit isin line with the Purpose, and of a size commersurate with the resourceslikely to be
availale to house and maintain it in future.

ACHIEVEMENTS AND PERFORMANCE
Creaing a Museum 'brand'

The pre-2005 Mission Statemert: "To Collect, Preserve and Exhibit Objects and Records relating to the
History of the British Army from c1415 until the Present Day, so thatthe Achievemerts, History ard
Tradtions of the British Army should be better made known" wasreconsideredso that, asstatedearlier, it is
now:

"To interpret and communicate the objectsin the Museum's carein ways whichinspire, provide
enoymert and provoke quedions from the NAM's visitors.'

Thisis much more dynamic thanthe former version, and meansin practicethat to appeal more widely to our
users to opinion-formersand decision-makers, grarnt-making bodies potertial sponsors, donors and ‘friends’
of all kinds, the NAM'simage needs to be changed from a military/artiquarian one to a museum of British
history and culture, with a distinctive 'brand’, vision and personality evidernt in all its activities
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NAM Chelsea

The Museum Council hasstatedthatit wishesto progress the development of NAM Chelsea asa public
attracion, which not only deliversthe relevance demanded by the public, but which also concertrateson the
strengths of the existing building and minimisesits weaknesses In so doing it is providing a platform for
fund-raising, although for the time being this development will have to be carried on through a process of
‘refreshmert’, rather thancostly refurbishmert, using Gran-in-Aid to regenerae zoneswithin the Chelsea
building asa showcase for potential stakeholders

Collections Review

The Callections are the Museum's 'stock in trade’ and as such are the badc rea®n for its existence. For mary
rea®ns, acquisition haduntil 2003 beenfavoured over accanmaodation or exposition. Mearing, purpose and
significarce have oftenonly been recovered, or imagned, with diffi culty. Long-standing accommodation
problemsat Chelsea, Sardhurst and elsewhere have contributedto this situation, but the progressive
implemenation of the MuseumOs cquisitions & Disposals Pdicy, which beganin eaneg in 2003 in
relation to the Callecion of Heritage Military Vehcles(HMVs), hasledto asearching review of the
MuseumOspriorities in line with its newly expressed Purpose.

The heat of the HMV Callecton, the maost challenging part of the Museum's holdings to manage, consists of
vehiclesseleced over mary yeas by the formerRoyal Corps of Transport (RCT) to illustrate the
developmert of British military transport from the 1920s to the 1960s. Therewas(and is) no comparake
calection in arny military museum in the United Kingdom - or for that mater in the World. It repreensa
vital and irredaceable link in the matrial history of the British Army. The predominant curatorial effort
during the yearwasexpended on this Callecton, together with assessing the diffi cult options surrounding its
future locaion. Overall, since January 2005, some 165 heritage roadvehcles railway locomotivesand
equipmerts have beenreduced, through loanand gift to appropriate organisations, to some 117, with a
further reduction plamed In 2005/06 the MOD exterded fi narcial support for the NAM to maintain the
HMYV Callecion at Donnington until 31 August 2006. The underdanding, advice and support of the MOD
in secuing thisimportant Collecton for the time being is warmly acknowledged.

In other areasof work, during the year staff of the Departmert of Conservation cariedout presrvation
procedureson a wide range of materials, gave advice on storage and other preventative conservation
methods, and in these and other ways contributedto the overal succes of the Museum. While most of this
work wasconcertrated upon itemsin the NAMOsown collecions advice wasalso givento other institutions
- particularly regmental and corps museums sponsored by the MOD.

Accesionsto the Collections

Accessions and retrospecive cataloguing are erntered on the MuseumOsertralized Collecions Database ard
Network Infragructure (CABAL). The Departmert of Computer Serviceshascontinuedto planthe future of
the CABAL system with anemphass on integration with a Website Contert Management System and the
seamkss integration of the Departmert of Photography's converdon to digital photography. Our main
database platform hasbeenupgradedfrom Filemaker 6 to the lates vergon 8, bringing with it mary
erhancemerts.
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The number of new Accession Numbersissuedduring 2005-06 totalled 2,506 (2004-05: 1,375) out of 6,287
(2004-05: 5,192) accesions ertered, divided betweenthe following departmerts: Weapns, Equipmert &
Vehcles(WEV): 1,572 (520); Archives Photographs, Film & Sound (APFS): 404 (464); Fine & Decaative
Art (FDA): 425 (305); Uniform, Badges& Medals (UBM): 105 (85). In addition, 258 (485) new recads
were created by the Department of Printed Books in this period.

The Documertation Team continuedto keeppace with new accessions over this period degite a period of
downtime after Christmasdue to the upgradng of CABAL. The ertry of recads for existing itemsin the
cdlecions continuedduring the year, with the following totals being enteredon CABAL.:

Mager Recads erntered 6,287
PartRecords erterec 20,179
Printed Books erntered 258

This provided overall totals for CABAL entries1998 to 2006 asfollows:

NAM new Accesions: 24,495
CABAL total Data Recads: 55,878
CABAL total Part Recads: 193,807

These records documert some 450,000 individual artefacts. The MuseumOdNegative List Database currertly
holds 104,300 photographic recads and formsanintegral partof CABAL. It links digital imagesto
caialogue recads with atotal of 35,705 scamedimages now loadedonto CABAL of which 16,601 have data
recads linkedto them. All new digital photography is formatedin such away that new imagesare
incorporatedinto CABAL asamater of course.

The Computer SevicesDepartiment hascontinuedto enter data on objects currerntly on display, cross-
referencing data resourcesand creaing locaton reports. The Documertation Teamhasprogressedwork on
formating, terminology and data standards, Object Names(badgesand medals) and keywords. Desktop
accesto digitised Accesion Regstershasbeen providedfor staff.

Acquisitions

During the yea the Museum acquired a number of important objects whose potertial acquisition was
measiredagainst two overriding criteria: did they tell astory relevart to the Army and did they link the pad
with the present, asrequired by the newly expressed Purpose? With the gerercaus finarcial assistance of the
Scciety of Friends of the National Army Museum (SOFNAM) the Museum wassuccesful atauctionin
acquiring two historic itemsoriginally owned by General JamesWolfe, the hero of Quebec (1759), namely
his campaign cardledick and avery early portrait miniature.

The lettersand photograph albums of Cagain Philip Asprey MC, dating from the First World War, proved
another significart accession during the year, and forming a welcome addition to the Museum's substartial
holding of Buffs (Royal Eag Kernt Regmert) recads. The Museum wassuccessful atauction in bidding for
18 lettersof Gereral Sir CharlesNaper 1807-50, mary of which dealwith the nedected subjectof the
military's regponse to the Chartist agtation of 1839. Also secuedatauction werethe letters of awife of a
gunnerin the Royal Artillery atthe end of the Napoleonic Wars Such material is rarein the extremeand its
acquisition shows the Museum's commitmert to reflecting the totality of life in the Army.
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Acces

The number of visitorsto NAM Chelseain 2005-06 totalled 107,576 (2004-05: 119,972) a disappointing fall of
10% on the previous year. The first threemonths of the finarcial year(April-May-June 2005) had seen
ayea-on-yearincrea®, but the terrarist attacksin London on 7 July 2005 and subsequent alamshad a
palpale effect on visitor numbers Overal, areduction of 10% on the previous years total wasby no mears
asbad assome other London museums, which regstered declinesaveragng 30% but, month-by-month, the
impactis very apparert. July, August, September and October 2005 saw areduction in visitor numbersyear-
on-yearby 22%, and although therewasa partial recosery from Novemkber 2005 comparablity wasnot fully
redoreduntil March2006. In contrag, and possibly due to the fall in visitors occasonedby terrarism, the
number of userswho accesed the Museum remdely by Email, welsite, letter or telephone rose by nearly
79% to 933,758. This mears that during 2005-06 the NAM had purposeful contactwith 1,094,000 users
fromits Chelseabase. If the outreachtotal for the yearisincludedthis figure risesto over 1.2 million pegple
from Great Britain and overseas a positive indication of the NAM's growing impacton public
consciousness.

Special Exhibitions & Permanent Galleries

The work of the staff in conjunction with the Museum's team of external consultarts focussed on deliveralle
project that would quickly capture the attertion of the publicin line with the Museum's Purpose.
Accordingly, the MuseumOxhibition programme for 2005-06 saw the opering of four Special Exhibitions
together with refurbishmert work in the Pemanent Galleriesand the completion of a major new gallery The
Kids’ Zone, ready for opening to the public on 10 April 2006.

The first Special Exhibition of the yearwasa unigque photographic display of military graffiti, openedon 5
Sepgember 2005. Photographs takenin Iragin October 2004 by WO2 GilesPerfound, Chief Photographer
in the Army Combat Camera Team, were enlargedfor use asgraphic parelsin aninnovative and darkly
humorous display which attracted significart Pres intered. The needto leave afootprint or amark in time
is common to the warrior and traveller alike. It is no surprise thenthat todayOsol diersshould embracethe
Oafdof graffiti to refl ectthe universal trials ard tribulations that beset them, whether boredom,
disillusionment or fear. The availahlity of these images through the Army demonstratesthe importart link
betweenthe Museum and the menand womenwho servein the armedforcestoday.

The secand Special Exhibition of the yea was Finding the Fallen, which openedon 11 November 2005.
Thiswasbased around arecert collaboration betweenthe NAM and the Discovery TV Chamel. A seriesof
five programmeswasmace in 2005 about the archaedogical excavation of British trencheson the GreatWar
battlefields of Franceand Belgium. The serieswasintendedasaninvedigation of life in the front line, but it
actually revealed more about the grim realty of deah in acion, asthe archaedogists uncoveredhuman
remains. The Exhibition wasdesgnedby the Museum not to illustrate the series but to explain the proces
of this new discipline of battlefield archaedogy.

To reinforce the MuseumOsiew Purpose, athird Special Exhibition, Intrigues and Bloody Encounters, Was
mountedin the Lower Foyer, comprising watercolours by The Times war artist and TA soldier, Matthew
Cook, illustrating his experiencesin Iraqin 2003 and 2004. The watercolours were accanparniedby alarge,
intact, offi cial portrait of Saddam Hussein recoveredfrom Baga by a unit of the Royal Engineers
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On 17 March2006, St PatickODay, the fourth Special Exhibition, Painting the Troubles, openedto the
public, showing paintings and drawings by former National Serviceman, Dr Ralph Lillford, creakdduring
severalvisitsto NorthernIreland in the early 1970s. Running until 24 Segember 2006, the exhibition is
accanpanedby a catlogue by Jemy Spencer-Smith, Head of the Museum's Departmert of Fine &
Decorative Art, and hasbeencoveredby BBC TV ard rado in Northernlreland, aswell asappearing in
various National Presslistings. It is believedto be thefirst exhibition of its kind ded catedto this diffi cult
subjectand challengespublic expectations and percegions of an Army museum.

Inspiring Learning for All

The total number of visitors who engaged with the Educaton Departmert this yea was124,780, broken
down into various categories The number of Primary (4,880) and Secondary (9,526) studerts attending the
Museun hasstayedin line with previous years ashasthe number of Special Need visitors. Sixth Form
visits (322) have increasedoverlag yearOfi gures asdid Adult Groups (6,931). Over 2,500 serving soldiers
arnd veterans also visited Chelsea.

Outreachsaw a significart increase over lag yearOsumbers with 93,863 peaple having faceto-face contact
with Museum staff. A considerable proportion of this number resulted from the National Army MuseumOs
preserceatthe VE-VJ Living Museum Commemaative Evernt, organzedby the MOD, in St JamesPark (4-
10 July 2005). The MuseunOsgducation Departmert wasregponsible for the concept and feasbility teging
of this evert for the 60th Anniversary Commemorations World War |1 PrgectTeam, Ministry of Defernce.
The Living Museum attracted an offi cial total of 85,000 visitors. It gave someindicaion of what might be
achevedin future through targeted Outreachin conjunction with the Sponsor Departmert.

The yearOgrogramme of Lunchtime Talks once again providedacdult and family educaton to avery
disparae audience of 1,891 peqple, and coveredavad range of topicswith lecturers drawn from both
internal and external sources The Departmert also hostedfive Study Days and Confererces with 355
paying attendees covering such subjects asthe Battle of Waterloo and Battlefield Archaedogy.

The Special Events programme saw a wide range of periods and subjects delivering weelend evens, such as
Valiant Creatures (3-4 September 2005) which explored the role of animalsin war, and Jive Christmas (10-
11 Deceamber). The lattertheme waschosenasa final celebration in ayear marking the sixtieth amiversary
of the erd of the Secand World War in Europe ard the Far Ead. The Museum ertrance became a wintry
Berlin checlkpoint and recreaions of British Army barrackroomsin Malaya and Palegine demastrated how
the serving soldier kept the Christmasspirit alive.

On the weekend of 6-7 August the Museun washost to Camouflage a weekend of acivitiesfor children
plamed by the National Army Museun to off er young peagple aglimpse of life asa soldier. Initiative
challengesdemonstrated problem-solving, teamwork and leadership potertial. Armedwith all this
knowledge childrencould then erter 0The Mind ZoneQo tes Army knowledge over three scenarios using
state of the artinteracive panels. From 26 Novemberto 21 Decemkberthe Museun acied ashost to the BBC
World War Il 'PegpleO8Var Pad. This creaked a unique archive opportunity for anyone to share their stories
with the red of the nation and to provide a personal account of Britain during the Secand World War. The
realts cansharedby all at www.bbc.co.uk/ww?2, and they will becane animportant resource for future
gereratons.
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The Educaion Departmert, in concertwith the Departmert of Public Relations, and working to the
rebranding process, aswell asrecen Museum, Library and ArchivesCouncil (MLA) initiatives idertifieda
needfor formal qualitative aralysis of visitor experiences The MuseumOwisitor reponse cards have
hitherto largely catredfor complaints. Pasitive,or more complex, visitor regponseshave maostly been
gatheredin anad hoc and visitor-initiatedfashion in the form of letters for example:

Thank you to all the staff for the hard-work which ensured such a well-run, amusing, touching,
interesting “Jive Christmas” last Saturday! I enjoyed every minute of it and now have 2 wartime hats
Just like my mother used to wear. More please!

Commerts such asthese canbe analysed qualitatively using the Gereric Leaning Outcomes(GL Os)
temgate provided by Inspiring Leaning for All (ILfA), anMLA initiative. The statemert clealy shows that
thisvisitor hadagood regponse in terms of Knowledge and Underdanding; Skills; Enjoyment, Inspiration
and Creatvity; and Activity, Behaviour and Progression Bfour of the five GLOs idertifiedby ILfA.

The range of participation by NAM staff in exterral everts requiring expertise in the history ard
achevemerts of the Army canbe gauged from the following select examples

Television programmes

Finding the Fallen (Discovery Civilisation/Y ap Productions)
First and Last (1TV)

The Real Dad’s Army (Chamel 4)

Two Men in a Trench (BBC 2 and History Chamel)
Timewatch (Chamel 4)

Secrets of the Somme (Chamel 5 and History Chamel)
Battlefield Detectives (Chamel 5 and History Chamel)

Europeanoutreach(lecures:
Frarce

Germarny

Hungary

Conference organizedby the International Committeeof Museumsand Callectons of Armsand
Military History (ICOMAM), Carada. ICOMAM is a Committeeof the International Council of
Museuns (ICOM).

Pastoral Care

The NAM continuedits Pastoral Care Pdicy for Regmental & Corps Museums, helping museumsin
Cardff, Inverress, Wederham, Bexley Heah, Partsmouth, Windsor, Enniskilling, and Leiceger with
Heritage Lottery Fund (HLF) applicaions or gallery re-displays. Assistancewasalso providedin
Washington and London to the plaming of the National Museum of the United StatesArmy (NMUSA), to
whichthe NAM is aconsultart.

The Museum rantwo five-day training coursesfor Regmertal Museum Curators during the year and these
were attended to capacity.
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Infor mation Tedhnology & Communications

Intersive work wascarriedout in the lag quarter of the fi narcial year on the redevelopmert of the NAM
Welsite, thereby successfully meeting are-branding deadinein March2006. Thisinvolvedstructural and
desgn changesto the site, aswell asarevision of most of the existing contert and the sourcing of new
imagesand icons throughout. New and revised content wasprovided for large secions of the Website -
particularly in the form of Access provision through Gallery Guides Online Exhibitions and Trails, and the
FactFilesand Resarch secions.

Trading Activities

After the succesesof recernt tradng yearsit is a matter of regetto have to report adeclinein relation to the
NAM Shop - £135,608 tradng incomein 2005/06, comparedwith £176,126 in 2004/05. The detailsarein
the Notesto the Finarcial Statemerts, Section 5, Commercial Tradng Operaions. Same of this canbe
explainedby the fall in visitor numbersto NAM Chelsearegsteredafter the everts of 7 July 2005, as
reportedearlier. Increagduser acess viathe Museum's website doesnot compensate for that
Additionally, it provedto be afar from eay matter to repgacethe high-performing Retail SenicesManager
who left the Museum's servicein November 2004. Asthe Finarcial yea 2006/07 unfolds however, signs are
much more promising with the appointmert of a new Retail SenicesManagerin November 2005, stock
rearganzation, improvemerts to the orientation areaof the Museum wherethe Shop is situated and, from
April 2006, record visitor figuresto the Museum. It is hopedthat these circumsances and the increased
peretration of the NAM into the public consciousness, will reault in better figuresfor the tradng yearin
progress.

Managing Peaple
The Museum staff areits most importan asset.

During the yea the Departmert of HumanReurceshasbegun what will becaneanamual review of all
existing Museum Human Resource policiesand their compatibility with legslation and good practice.

The following new Pdicieshave beenintroduced

Managng Attendance at Work Pdicy
Domedic Violernce Pdicy

Flexible Working Pdicy

Leave Entitlement Pdicy

Two existing Pdicieswererevised

Standards of Conduct required of Staff relating to Equal Opportunitiesat Work, Harasmert,
Bullying, Fighting and Inciderts of Violence at Work
Museum Dress Code

Otherinitiat vestakenhby the Departmert include exit interviews with every member of staff leaving the
Museum service; calculations of the overall cost of sick absence for the organizaion, with strategesfor its
reduction; astrategy for effective recritment and retention; anaralysis of stress at work and its
implications; staff opinion surveys; aJob Evaluation Systemto ensure afair and consistert approachto pay
arnd gradng.
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FUTURE PLANS

Much of what hasbeenreported above represents work in progress and it will be continuedinto the Finarcial
Y ear 2006/07 and subsequert yeas.

The most significart objecivesareasfollows:
Delivering the new Brand

The timeframe of the story told by the Museum will begin in 1066, and its contert will certre upon the
relevance of the Army to the developmert of Britain, and the contribution of the British soldier to world
history. The permarent displays will be presentedin four major galleriesasfollows:

The Making of Britain 1066-1783
Changing the World 1784-1904
World Wars1905-1945

Fighting for Peae@ 1946-2006

To provide a suitabe context for the visitor, the MuseumOgower foyer will house an Orientation Areain
which threequedions (Why are warsfought? Who fi ghts them?What are the Results of warfare? will be
posedand arsweredthrough a multi-projecior 'Visualisation Certre'. The Oriertation Areawill leadstraight
into the first gallery wherethe story will start with the NormanConqued. Eachgallery will be story led, ard
only objects which contribute to effective story-telling will be selectedfor display.

Each gallery must meetthe following criteriain presenting its story to the visitor:

I Beacesibleto afamily audience

I Link the pad to the present

I Offer multiple pergpectveson object and issues

I Bring storiesto the fore

I Show acomman edtorial voice

I Beaware of the problemsof hindsight

I Have content appropriate to all the principal learring styles

Understandally, these developments must be subjectto funding and efforts will be made to engage the
Sponsor Departmert, the MOD, with this project to attractnon-M OD grarts and to fund-raise
independertly.

'Quick Wins

In the meartime, in order to demonstrate to the Museum's mary stakeholdersthat change is happening and
provide a platform for fund-raising, six 'Quick Wins' have beenproposedfor implemertation, also asfunding
allows. These are the operaion of a Childreris Gallery (Kids Zone), completed at the end of 2005-06 ard
openredto the public in April 2006; the introduction of an Orientation Area;the use of the major public
corridors at NAM Chelseabuilding asinterpretative prologuesand epiloguesfor the galleries the
introduction of anumber of new museun trails; the renewal of the MuseumOswebsite, and the re-locaton,
rerewal and re-launch of the MuseumOdReadng Room asthe Templer Study Certre,in memay of the
Museum's founder, Field Marshal Sir Gerald Templer (1898-1979).
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Providing for the future of the Heritage Military Vehicleand other Colledions currently held at
DSDC (Nort h), Donnington

Thisremains anareaof major concernfor the Museum. With the support of the Sponsor Departmert the
Museum is seeking to ersure the future of this unrivalled Collection, whetherit be through careatthe NAM
or by dispersal or disposal to museumsacaedtedby the MLA or other well-foundedinstitutions where
cdlecions care and public acess may be ersured.

Involving the Staff
With all these projects in mind; to improve internal communication, to maintain the flow of ideasfor the

developmert of the Museum, and to overseethe implemertation of gallery plans and 'Quick Wins, a system
of interlocking staff groups hasbeencreaed

Floor Teams- involvedwith display, interpretation and the production of content
Welsite Tean - implemerting digitalisation and user delivery
Acces Group - overseng the mamagemert of the collections, their leaning

potertial, audience development and visitor services

Staff/Managemert Forum - addressing issuesof Museun 'culture'and providing for
consultation and feedback

These groups report to a Control Group of senior maregemert and subjectspecialists which in turn reportsto
the Managemert Teamand the Director.

Managing People Better

The process of policy developmert led by the Department of HumanResurceswill continue in 2006/07
with the completion of afully revised Child Pratection Pdicy, a VolunteerPdicy, aWork Experience Pdicy
ard afully revised Disciplinary & Inefficiency Pdicy.

All the policieslistedwill be incorporatedin a comprehersive National Army Museum Staff Handbook.
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FINANCIAL REVIEW
Reaults for the Yea ended 31 March 2006

Total incoming resourcesfor the Museum in 2005-06 amaunted to £5,314,261 (2004-05 £5,632,785). The
principal funding source of the Museum is Gran-in-Aid funding received from the Ministry of Deferce. In
2005-06 this was £4,871,374 (2004-05 £5,167,932). Total resources expended amounted to £5,931,307
(2004-05 £5,307,362). After adustmert for notional charges and other recagnised gains and losses the net
movemert in funds for the year showed anincrea® of £190,081 (2004-05 £1,028,520).

The MuseumOset assets asat 31 March2006 amounted to £20,546,120 (31 March 2005 £20,356,039).
Changesin Fixed Assets

Movemertsin fixed assets are shown in note 8 to the accounts.

Policy on resrves

The NAMOgesrves aredefined for the purposesof this policy, asthe amaunts shown as OlvegmertsOand
ONet Current AssetsOwhich are atiributed to unredricted funds. As at 31 March 2006, the level of the
MuseumOseservesstood at £765,199 (31 March 2005 £768,316).

The NAM aims to build up its redricted funds so that they can be used as needed in accordance with
redrictions imposed by the donors.

Grant-in-Aid funds are used to support the day to day operatons of the NAM.

The NAM aimsto grow its unredricted funds by mears of prudernt invegmert so that it hassuffi cient funds
availabe to deal with such matersthat arise asarenot coveredby Gran-in-Aid.

Invedment Policy

The NAM inveds surplus funds other than Grart-in-Aid in prudent invegmerts with the aim of maxmising
funds towards the future developmert of the Museum. As a reallt these funds will be inveded in British
Governmert Fund Gilts, Cas Invedmerts and Equity Bond Funds. Prdfessionally maraged equity based
funds which have long-termgrowth astheir key objecive are also aceptale.

The NAM is not permittedto inved Grart-in-Aid funds.

Relationship with related parti es

Details of related partiesand transactions with these partiesareshown in note 18 of the finarcial statemerts.
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Payment of Creditors

The Museum acheresto the Governmert-wide standard on the paymert of credtors by aiming to settle all
undisputedbills within thirty days or in accadance with supplierdtermsof business.

The MuseumOsciual payment performance during the yearwasthat 100% (2004/05 100%) of bills were
paid within the thirty day target.

Equal Opportu nities& Disabled Persons

The Museum is committed to marmagng staff solely on the bass of actual performarce in the job and to
considering new applicarts solely on the bass of ahlity to do the job, and is seekng ways to encourage
applicaions from pemle with disabilities The Museun has issued an Equal Opportunities Pdicy, and
monitors staff and applicartsCdisatility status, aswell astheir age, ethnic background and marital status.

Employeel nvolvement

Serior Managemert maintain communication with NAM employeesthrough Health and Saety Committee
Meetngs with staff and trade union represenatives as well as through departmerntal meetngs, informa
meetngs, and by internal memaanda. In addition, thereis regular acces to Human Resourcesand Finance
CommitteeMeetings, which report formally to the Director.

Post Balance SheetEvents

There have beenno post balance sheeteverts up to and including the date of signature of these accounts,
which might affect the readerOsinderdanding of the finarcial statemerts.

Auditors

These accounts areaudited by the Comptroller and Auditor Gereralin accadance with the MuseumORoyal
Charter. No non-audit servicesare provided to the Museum by the auditor.

So far asthe Accaunting Offi cer is aware thereis no relevart awdit information of which the Museum@®
auditors are unaware Furthermore, the Accounting Officer has taken all the steps that he ought to have
taken to make himself aware of ary relevant information and to egablish that the MuseumOsauditors are
awareof thatinformation.

DR ALAN JGUY GENERAL SIRJACK DEVERELL
DIRECTOR CHAIRMAN, ON BEHALF OF
COUNCIL

National Army Museum
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REMUNERATION POLI CY

The Direcior of the National Army Museun is employed by the Council of the Museum on terms and
conditions that are similar to MOD civil servarts. His salary is set on an amual bass by the Audit and
Remuneraton Committeeof Council.

Other membersof the Managemert Team are also employed on termsand conditions similar to MOD civil
servarts. Their salary levels are set by the Museum@ Human Reurces Committee and approved by the
Director.

SALARY AND PENSION ENTITLEMENTS

The salary and persion entitlemens of the Managemert Tean of the Museum were as follows (with
comparative salary disclosuresfor 2004/05).

Dr A Guy Mr P Boyden Mr M OGZonnor

£ £ £

Salary including London Weighting 2005/06 86,723 50,217 46,513
Salary including London Weighting 2004/05 74,419 45,185 40,966
Real increase in pension at 60 2,282 1,158 891
Total accrued pension at 60 31,796 19,934 2,906
Cash equivalent transfer value of pension at 31% 558,000 333,000 35,000
March 2006

Cash equivalent transfer value of pension at 31% 471,063 304,000 23,000
March 2005

Real increase in cash equivalent transfer value 41,000 19,000 12,000
Age 55 54 49

Mr D Smurthwaite withheld his consent to disclose the above information.
None of the above received any benefits in kind during the year (2004/05 £Nil).

No memkers of the Council received any remuneration during the year (2004/05 £Nil). During the year
reimbursemerts were macke to five members of the Council totalling £1,060 (2004/05 £621) for travel and
subsistenceand £1,180 (2004/05 £1,054) for hospitality.

For 2005-06 employerOpersion contributions for the Museum asa whole of £380,531 were payable to the
PCSPS (2004-05 £268,790) at ratesbased on salary bands asfollows:

Band one - £18,000 and under 16.2%
Band two - £18,001 - £37,000 18.6%
Bard three - £37,001 - £63,500 22.3%
Banrd four - £63,501 and over 24.6%

Rateswill remain the same next year, subjectto revalorisation of the salary bands. Employer contributions
areto bereviewed every four yearsfollowing afull schemevaluation by the Governmert Actuary. The
contribution ratesreflect berefits asthey areaccrued, not whenthe costs areactually incurred, and reflect
pad experience of the scheme.
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Sdary

OSairyOincludesgross salary; performarce pay or bonuses overtime; reservedrights to London weighting
or London allowances reauitmert and retertion allowances private offi ce allowancesand ary other
allowarce to the extent thatit is subjectto UK taxation.

Benefitsin Kind

The monetary value of berefits in kind coversany berefits provided by the emgdoyer ard treaed by the HM
Rewerue and Customs asa taxade emdumert.

Pension Benefits

Persion berefits are providedthrough the Principal Civil Senice Persion Schemes(PCSPS). This schemeis
anunfunded multi-emgdoyer defined benefits schemesbut the National Army Museum is unahle to idertify
its shareof the underlying assets ard liahilities A full actuarial valuation wascarried out asat 31 March
2003. Details canbe found in the resource accounts for these schemes which are publishedand laid before
the House of Commans.

Principal Civil SenicePension Scheme (PCSPS)

From 1 October 2002, civil servarts may bein one of threestatutory based Ofinal salaryCdefined berefit
schemes(classic, premium and classic plus). The schemesareunfunded with the cost of berefits methy
moniesvoted by Pariamert eachyea. Persions payable underthe classic, premium and classic plus are
increagd amually in line with the changesin the Retil Pricesindex. New ertrarts after 1 October 2002
may choose between membership of Premium or joining agood quality ®noney purchaseCstakehol der based
arrargemert with a significart employer contribution (partnership persion account).

Employeecontributions areset at the rate of 1.5% of pensionalde earrings for classic and 3.5% for premium
and classic plus. Berefitsin classic accrue atthe rate of 1/80™ of pensionable salary for eachyearof service.
In addition alump sum ecuivalert to three yearspersion is payale on retiremert. For premium, berefits
accrie at the rate of 1/60™ of final pensionable earnings for eachyea of service. Unlike classic, thereisno
auomaic lump sum (but membersmay give up or commute some of their persion to provide alump sum).
Classic plusisessertially avariation of premium, but with berefits in regect of service before 1 October
2002 calculatedbroady asclassic.

The partnership persion accaint is a stakeholder persion arrargemert. The emgdoyer makesabasc
contribution of between3% and 12.5% (depending on the age of the member) into a stakeholder persion
product chosenby the employee. The employeedoesnot have to contribute but wherethey do make
contributions, these will be matched by the emgoyer up to alimit of 3% of persionalde salary (in addition to
the empoyerO$asc contribution). Employersalso contribute a further 0.8% of pensionakle salary to cover
the cost of certrally-providedrisk berefit cover (deat in serviceard ill heath retiremert).

Further details about Civil Service pension arrangemerts canbe found at the website www.civilservice-
pensions.gov.uk.

Thereal increain CETV is effectively funded by the emgoyer. It takesaccount of theincrea® in accrued
pension due to inflation, contributions paid by the emgoyee(including the value of arny benefits trarsferred
from another pension scheme or arrangemert) and usescommon market valuation factors for the start and
erd of the period.
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A CETV isthe actuarially assessed capitalisedvalue of the pension scheme berefits acaued by a member at
aparticular point in time. The berefits valued are the memterOsccrued berefits ard any contingert spouseOs
pension payabe from the scheme. A CETV is apayment macke by a persion scheme or arrangemert to
secure pension berefits in another persion scheme or arrangement when the member leavesthe schemeand
choosesto transfer the berefits accruedin their formerscheme The pension figuresshown relate to the
berefits that the individual hasaccruedasa consequence of their total membership of the pension scheme,
not just their servicein asenor capacity to which the disclosure applies The CETV figures and from 2003-
04 the other persion detail s, include the value of any pension berefit in another scheme or arrangemert
which the individual hastrarsferredto the CSP arrargemerts and for whichthe CS Vote hasreceveda
trarsfer payment commersurate to the additional persion liakilitiesbeing assumed They also include arny
additional pension berefit acauedto the member asareallt of their purchagng additional yearsof persion
seniicein the schemeattheir own cost. CETVs are calculatedwithin the guidelinesand framework
prescribedby the Institute and Facuty of Actuaries

DR ALAN GUY GENERAL SIRJACK DEVERELL
DIRECTOR CHAIRMAN, ON BEHALF OF
COUNCIL

National Army Museum

E. .EE E E E..2006
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STATEMENT OF COUNCILOSAND DIRECTORG RESPONSIBILI TIES

Under Secion 30(3) of the National Heritage Act 1983 and law applicalde to charitiesin England and Wales
the Council isrecuiredto prepare financial statemerts for each financial yea which give atrue and fair view
of the National Army MuseunOdinarcial acivitiesand of its financial position atthe end of the year.

In preparing finarcial statemerts, giving atrue and fair view, the Council isrequiredto:

¥ Observethe accounts direcion issued by the Secretary of State in compliance with Charity Law,
including the relevant accaunting and disclosure requiremerts, and apply suitabe accounting
policieson aconsisternt bass;

¥ Makejudgemerts and edimatesthat arereasonalde and prudert;

¥ State whether applicalde accaunting standards and statemerts of recommerded practce have been
followed, subjectto any material departuresdisclosed and explainedin the finarcial statemerts;

¥ Premrethe finarcial statements on the going concernbags, unlessit isinappropriate to presume that
the charity will continue in operation.

Under law applicale to charitiesin England and Wales the Council isregonsible for keepng accounting
recads which disclose with reasonall e accuacythe financial position of the charity and which enalle the
Council to ersure that the fi narcial statemerts comply with the applicadelaw. The Council is also
regponsible for safeguardng the assets of the charity and hernce for taking reasonalle steps for the prevention
and detection of fraud and other irreqularities

The Secretry of State hasappointedthe serior full time offi cial, the Direcior, asthe Accaounting Offi cer for
the National Army Museun. Hisrelevart regponsibilitiesasAccounting Offi cer, including his regonsibility
for the propriety and regularity of Parliamentary funded (Grart in Aid) financesfor which heis arswerable
and for the keeping of proper recads, are setout in the Non-Departmertal BodiesDAccounting Offi cerOs
Memorandum issued by the Treasury and publishedin O®vermmert AccountingO.

DR ALAN GUY GENERAL SIRJACK DEVERELL
DIRECTOR CHAIRMAN, ON BEHALF OF
COUNCIL

National Army Museum

E. .EE E E E..2006



-20-

NATIONAL ARMY MUSEUM
FINANCIAL STATEMENTS
YEAR ENDED 31ST MARCH 2006

STATEMENT ONINTERNAL CONTROL

1. Scmeof responsibility
As Accaunting Offi cer and members of Council we have joint regonsibility for maintaining a sound
system of internal control that supports the achievement of the policies aims and objecivesset by the
Council of the National Army Museum in the MuseumO<Corporate Plan, while safeguardng the public
funds ard the MuseumOsassets for which the Accounting Officeris personally regponsible in accadance
with the reponsibilitiesassignedin Government Accounting.

2. The purpose of the system of internal control
The system of interral control is desgnedto marage to area®nalle level, rather than eliminate all risk
of failure to actieve the CouncilOgpolicies aims and objecives for the Museum; it cantherefae only
provide rea®nahble, and not alsolute, assurance of effectiveress.

The system of interral control is based on an ongoing proces of assessmert and scrutiny, overseen by
the Audit & Remuneration Committee of the National Army Museum Council, desgned to identify and
prioritise the principal risks to the achievemert of the Council Ogolicies aimsand objectives to evaluate
the likelihood of those risks being reaised and the impact should they be realsed, and to manage them
efficiertly, effectively and ecanomically. The system of internal control hasbeenin placein the National
Army Museum for the yea ended 31 March2006 and up to the date of approval of the amual report and
accaunts. The Museum believesits system of internal control accaods with Treasiry guidarce.

3. Capacity to handle risk
We have regonsibility for reviewing the effectiveness of the system of internal control. The Museum
hasegalishedthe following process to achievethis:

¥ Managemert seeks to idertify and evaluate ary risks to the MuseumOsusiness in the context of
their potertial impact on the achievemert of the objectives set by the Council of the National
Army Museum.

¥ The idenificaion, and evaluation, of risk is an integal part of the MuseumOsperformarce
maragemert, with the provision of appropriate risk awareress and risk maragemert training.

¥ The Museun hasin placea statemen of Risk Appetite and Strateqy supported by a Risk Regster
and Matrix.

¥  The Museum structures already in place,or which will be introduced progressively, to marage
risk, in line with the provisions of the MuseumOsCorporate Plan, Government Accounting, the
NAM Finarcial Memorandum, Treasiry guidance and other statements of bed pracice.

¥ Meeings of the Museum Director and Serior Managemert Team, including sub-committeesof
the Managemert Team covering Finance, Human Resources Health & Sdety at Work, Secuity
and Goverrance.
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4. Therisk and control framework

The Council approvedatits 120" Meetng on 30™ March 2004 the MuseumOsStatemert of Risk Appetite
and Strategy and Risk Matrix. This idertifiesand controls risks acrass the whole range of its activities
including musedogical concerrs, as well as building, secuity, finance, employmert and governance
issues Therisk matix recads and gradesthe key risks that the Museum faces lists the controls that are
in placeto mitigate the risk, details any action required, assigns control of the risk to anindividual and
gives a review date and who they must report to. The Audit & Remuneraion Committee of Council
reviews the risk matrix amually and reportsits findings to the full Council..

The National Army Museum hasanexterrally provided Internal Audit facility. The work of the Interral
Audit facility isinformedby anaralysis of the risk to which the Museum is exposed, and amual Interral
Audit plars arebased on this amalysis. The amalysis of risk and the Internal Audit plans areendorsed by
the Audit & Remuneraton Committee and approved by me. At leag amually, the Head of Internal
Audit (HIA) providesmewith areport on Internal Audit activity in the Museum. The report includesthe
HIAOsindependent opinion on the adequacy and effeciveress of the MuseumOssystem of interral
control.

5. Review of effectivenes

As Accaunting Officer, | have regonsibility for reviewing the effeciveress of the system of internal
control. My review of the effeciveness of the system of intermal control is informedby the work of the
Intemal Auditors, the Audit & Remuneration Committee of Council, which oversesthe work of the
Internal Auditor, the Senor Managemert Team within the Museum, which has regonsibility for the
developmert and maintenance of the control framework, and commerts mack by the External Auditors,
the National Audit Offi ce (NAO), in their mamgemert lettersand other reports. | have beenadvised on
the implicaions of the result of my review of the effectiveness of the system of internal control by the
Council, the Audit & Remuneration Committee of the Council and a plan to address weaknesses and
ersure continuous improvemern of the systemis in place. Weaknessesidertified from these reviews are
fully considered and agreedrecommerdations for improvemerts implemerted at the fi rst opportunity.

DR ALAN JGUY GENERAL SIRJACK DEVERELL
DIRECTOR CHAIRMAN, ON BEHALF OF
COUNCIL

National Army Museum
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THE CERTIFICATE AND REPORT OF THE COMPTROLL ER AND AUDITOR GENERAL TO
THE SECRETARY OF STATE FOR DEFENCE

| have audited the finarcial statemers of the National Army Museum for the yea ended 31 March 2006
under the MuseumOsRoyal Charter of 1960 asamerded in 1988. These comprise the Statemert of Finarcial
Activities the Balance Sheet, the Cashfl ow Statemert and the related notes These finarcial statemerts have
beenpreparedunder the historical cost convention, asmaodified by the revaluation of certain fixed assets and
current assetinvegmerts, and the accounting policiesset out within them.

Regedive regonsibilitiesof the Council, the Director, and the Auditor

The Director, as Accaunting Officer, and the Council areregonsible for preparing the Foreword and Report
of Council, the Remuneration Report and the financial statemerts in accadance with the Charities Act 1993,
ard direcions made thereunder by the Secretary of State for Deferce, and for ernsuring the regularity of
finarcial trarmsacions funded by Parliamertary grant ("Grarn in Aid"). Thes regonsibilitiesare set out in
the Statemert of CouncilOsand DirecorOResonsibilities

My regonsibility is to awlit the financial statemerts in accadance with relevant legal and regulatory
requirements, and with International Standards on Auditing (UK and Ireland). | have beenappointed as
auditor under the MuseumOsdRoyal Charter dated 26 October 1988, ard report in accadance with regulations
mack under Section 44 of the CharitiesAct 1993.

| report to you my opinion asto whether the finarcial statemerts give a true ard fair view and whether the
finarcial statements and the part of the Remuweraion Report to be awdited have been properly preparedin
accadance with the Charities Act 1993 ard direcions mack thereunder by the Secetary of State for
Defence. | also report whether in all matrial repeds the experditure, income and resources funded by
Grant in Aid have been applied to the purposes interded by Paliamert and the finarcial tramsacions
conform to the auhorities which govern them. | also report to you if, in my opinion, the Foreword and
Report of Council is not consistert with the finarcial statemerts, if the National Army Museum hasnot kept
proper accounting recads, if | have not receved all the informaton and explanations | require for my auwdit,
or if informaton specified by relevart auhorities regardng remuweration and other trarsactions is not
disclosed

| review whether the statemer on pages 20 to 21 reflects the entityOscompliance with HM TreasiryOs
guidarnce on the Statemert on Internal Control, and | report if it doesnot. | am not required to consider
whether the CouncilOsard Accounting Offi cerOstatermerts on internal control cover all risks and controls, or
form anopinion on the effeciveness of the National Army MuseumOsgorporate governance proceduresor its
risk and control procedures

| readthe other informaton contained in the Foreword and Report of Council and consider whether it is
consistert with the awlited fi narcial statemers. | consider the implicatons for my report if | becane aware
of any apparert misstatemers or matrial inconsistercieswith the finarcial statemerts. My regonsibilities
do not extend to any otherinformaiton.
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THE CERTIFICATE AND REPORT OF THE COMPTROLL ER AND AUDITOR GENERAL TO
THE SECRETARY OF STATE FOR DEFENCE (continued)

Basis of audit opinion

I conducted my audit in accadance with International Standards on Auditing (UK and Ireland) issued by the
Auditing Prectices Board. My audit includes examination, on a ted bads, of eviderce relevart to the
amaunts, disclosuresand regularity of finarcial trarsactions included in the finarcial statemerts and the part
of the Remuwneraion Report to be awlited It also includes an assessmert of the significarnt edimates and
judgmerts mace by the Council and the Direcbor in the preparaion of the finarcial statemerts, and of
whether the accounting policiesaremost appropriate to the National Army MuseumOsircumstancesand are
consistertly appliedand adequately disclosed

| plamed and performed my awlit so asto obtain all the informaion and explanations which | considered
necesary in order to provide me with suffi cient evidence to give rea®nable assurance that the financial
statemerts and the part of the Remuweration Reprt to be audited are free from material misstatemen,
whether cawsed by fraud or errar, and that in all matrial repect the expenditure, income and resources
funded by Grant in Aid have been applied to the purposes intended by Pariamen and the finarcial
tramsacions conform to the auhorities which govern them. In forming my opinion | also evaluated the
overal adequacy of the preenation of informaton in the financial statemeris and the part of the
Remuneraton Report to be audited

Opinions
In my opinion:

the finarcial statemerts give a true and fair view, in accadance with the Charities Act 1993 ard
direcions mack therewnder by the Secetary of State for Defence, of the state of the National Army
MuseunOsaffairs asat 31 March 2006 and of the incoming resourcesand applicaion of resources of
the National Army Museun for the yearthenended

the finarcial statemens and the part of the Remuwneration Report to be audited have been properly
preparedin accardance with the Charities Act 1993 and directions made therewnder by the Seaetary
of State for Deferce;ard

in all matkerial regects the experditure, income and resources funded by Grart in Aid have been
aplied to the purposes intended by Pariamert and the finarcial transacions conform to the
auhoritieswhich govern them.

| have no observations to make on the< finarcial statemernts.

John Bourn National Audit Office
Comptroller and Auditor General 157-197 Buckingham Palace Road
Victoria

London SW1W 9SP
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NOTE Unrestricted Restricted Restricted Total Restated (1)
Funds Funds Grant in Aid Funds Total
Funds 2005/06 Funds
2004/05
£ £ £ £ £
INCOMING RESOURCES
Incoming resources from generated funds:
Voluntary income:
Grants and donations 7,672 71,296 60,000 138,968 102,660
Activities for generating funds:
Commercia trading operations: 5 197,079 - - 197,079 250,074
Investment income 2 27,752 13,321 13,705 54,778 47,568
232,503 84,617 73,705 390,825 400,302
Other incoming Resour ces
Grant-in-aid (operating) - - 4,756,374 4,756,374 5,052,932
Grant-in-aid (purchases) - - 115,000 115,000 115,000
Sundry income 48,883 - 3,179 52,062 64,551
TOTAL INCOMING RESOURCES 281,386 84,617 4,948,258 5,314,261 5,632,785
RESOURCESEXPENDED
Cogt of generating funds:
Fundraising costs of grants and donations 4 - - 9,328 9,328 7,057
Commercial trading operations 48& 5 163,969 2,705 53,259 219,933 216,341
163,969 2,705 62,587 229,261 223,398
Cost of charitable activities:
Collections and exhibitions 4 31,987 181,686 3,513,490 3,727,163 3,414,377
Curatorial 4 - 67,635 789,420 857,055 779,262
Education 4 - 40,581 297,683 338,264 292,211
Publicity 4 13,527 664,166 677,693 514,585
31,987 303,429 5,264,759 5,600,175 5,000,435
Governance Costs 4 - - 60,931 60,931 41,290
Notional Charges 6 - - 40,940 40,940 42,239
TOTAL RESOURCESEXPENDED 7 195,956 306,134 5,429,217 5,931,307 5,307,362
Net incoming /(outgoing) Resour ces Before
Transfers 85,430 (221,517) (480,959) (617,046) 325,423
Gross transfers between funds 16 (90,000) - 90,000 - -
Reversa of Notional Charges 6 - - 40,940 40,940 42,239
Net I ncoming/(outgoing) Resour ces for the year (4,570) (221,517) (350,019) (576,106) 367,662
Other recognised gains and losses
Unreadlised gaing/(losses)
Investments - 36,765 - 36,765 17,097
Revaluation of assets (450) 754,187 (24,315) 729,422 643,761
NET MOVEMENT IN FUNDS (5,020) 569,435 (374,334) 190,081 1,028,520
Balances brought forward at 1 April 2005 1,111,381 17,428,117 1,816,541 20,356,039 19,327,519
Balances carried forward at 31 March 2006 1,106,361 17,997,552 1,442,207 20,546,120 20,356,039

None of the MuseumOsctivities were acquired or discontinued during the year. All of the MuseumOsecognised gains and losses for the year are included above.

(2) All prior period restatements arise from changes required by the adoption of the 2005 Charities SORP. These changes merely reclassify incoming and outgoing

resources into new categories. The changes have no impact on the prior periodOsStatement of Total Recognised Gains and Losses.
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Notes 2006 2005
£ £ £
Fixed Assets
Tangible assets 8 17,681,584 17,096,238
Heritage assets 9 1,359,579 1,262,521
Investments 10 228,177 191,412
19,269,340
Current Assets
Stock of finished goods 37,643 39,513
Debtors 11 181,039 159,309
Cash 12 1,215,412 1,899,336
1,434,094 2,098,158
Current Liabilities
Creditors:
Amountsfalling due
within one year 13 157,314 292,290
NET CURRENT
ASSETS 1,276,780
TOTAL ASSETSLESSCURRENT
LIABILITIES 20,546,120
RESERVES
Unrestricted Funds 1,106,361
Restricted Funds 14 17,997,552
Restricted Grant-in-Aid 1,442,207
Funds
15 20,546,120

Thefinancial statements were approved by the Council on

DRALAN JGUY
DIRECTOR

18,550,171

1,805,868

20,356,039

1,111,381
17,428,117
1,816,541

20,356,039

2006 and signed on its behalf by:

GENERAL SIRJACK DEVERELL

CHAIRMAN

The notes on pages 27 to 38 form afundamental part of these financia statements.
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Unrestricted  Restricted Restricted Total Total
Funds Funds Grant in Funds Funds
Aid Funds 2005/06 2004/05
£ £ £ £ £
Net cash inflow/(outflow) from
operating activities (see below) (42,358) 46,421 (341,010) (336,947) 917,951
Return on investments and servicing
of finance
Interest received 27,752 6,711 13,705 48,168 41,285
Investment income - 6,610 - 6,610 6,283
27,752 13,321 13,705 54,778 47,568
Capital Expenditure
Payments to acquire:
Tangible fixed assets - (32,270) (284,927) (317,197) (191,863)
Heritage assets - (11,485) (85,573) (97,058) (90,113)
Proceeds on sale of fixed assets - - 12,500 12,500 -
- (43,755) (358,000) (401,755) (281,976)
Increase/(decrease) in cash (14,606) 15,987 (685,305) (683,924) 683,543

Reconciliation of Changesin Resourcesto Net Cash I nflow/(Outflow) from Operating Activities

Changes in resources

before revaluations (4,570) (221,517) (350,019) (576,106) 367,662
Investment income (27,752) (13,321) (13,705) (54,778) (47,568)
Depreciation 1,453 281,259 162,599 445311 441,453

Losson disposal of fixed assets - - 3,462 3,462 12,248

Increase/(Decrease) in creditors (19,529) - (115,447) (134,976) 228,410

Decrease in stocks 1,870 - - 1,870 6,361

Decrease/(Increase) in debtors 6,170 - (27,900) (21,730) (90,615)
Net cash inflow/(outflow) from

operating activities (42,358) 46,421 (341,010) (336,947) 917,951

The notes on pages 27 to 38 form afundamental part of these financia statements.
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1. ACCOUNTING POLI CIES
(&) Basisof Accounting

The financial statemeris have been prepared in accadance with applicade United Kingdom accounting
stardards, the Statemert of Recommerded Prectice: Accounting and reporting by Charitiesissued in 2005
and guidanceissuedby H.M. Treasry.

The accaunts have beenprepared under the historical cost convertion modified by the revaluation of tangible
fixedassets ard invedmerts and by the inclusion of notional costs.

(b) Grants Receivable

Rewerue grans are credted to incoming resourceson the earier of the date of recept or when they are
recevable, unless they relate to a grant for expenditure in future accounting periods, in which case they are
deferred

Grarts for the purchas of fixed assets are credted to a redricted fund within incoming resources when
recevale.

(c) Voluntary Income

The Museum derivesvoluntary income from moniesplacedin donation boxesin the Museun. Thisincome
isrecaynisedin the statemert of finarcial activitieswhenreceived and is used for the purchase of artefacts.

(d) Tangible Fixed Assetsand Depreciation

Fixed assets are stated at their egimated current cost. For land and buildings this edimat is based on
independent professional valuations obtained every five years updated in the intervening yearshby the
applicaton of appropriate indices For other assets, the edimate is based on historic cost updated thereafer
by the application of appropriate indices Fixedassets with a cost of lessthan£1,000 are not captalised

Depreciation is provided on all tangible fixed assets on a straight-line bads over their edimatied useful lives
These are principally:

Leashold Buildings 50 years
Computer Equipmert 5years
Fixturesand Fittings 10 years

(e) Heritage Assets

Prior to 1% April 2001 the National Army MuseumOscallecion itemswere not valued or cagitalisedin the
Accounts. In accadance with the requirements of FRS 15 and SORP 2005 additions to the collecion from
1% April 2001 with a cost greaer than £1,000 have been capitalised where reliadle cost informaion is
known. Thes assets are not depreciated.  The Museum does not include donated heritage assets in the
accaunts due to the costs of valuation.

Prior to 1% April 2001 expenditure on exhibits was written off in the yea it wasincurred. The MuseunOs
collectons at 31% March 2001 have not beenvalued and cagtalised due to the significart costs involvedin
obtaining areliabe valuation.
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(e) Heritage Assets (continued)

Depreciation is not provided on inalierable and historic assets due to their high reddual value. The carrying
value of individual itemsis reviewed amually and writtendown where required.

The MuseunOscallecing acivities are subject to the availakility of objecs and finarcial resources for
cdlecions maragemert with every effort mace to achieve a balanced cdllecion in terms of both geagraphy
and chronology. The acquisitions policy also takesinto accaint the needs of other museums.

The Museum maintains full details of its collecton on a computerised database, access to which is availabe
to the gereral public on requed.

(H Invegments

Invegmerts are included at their market value as at the yearend. Gains or lossesarising from disposals of
fixed asset invedmerts, together with unreaised gains and losses areincluded in the statemer of fi narcial
acivities

(g) Stocks

Stocks are stated at the lower of cost or netreaisale value.

(h) Taxation

As a Regstered Charity, the National Army MuseunsOcharitatle status has beenrecagnised by the Inland
Rewerue. Non-recoverable Value Added Tax (VAT) arising from experditure is charged to the statemen of
finarcial actvities All experditureis stated net of any recoveralde VAT.

(i) Redrictedand unrestri cted funds

Regricted funds areto be used for specified purposesaslaid down by the donor. Expenditure which meets
these criteriaisidertifiedto the fund, together with afair allocaion of overheadcosts.

Unredricted funds are donations and other incoming resources received or gererated for the MuseumnOs
charitable purposes

() Basisof Cost Allocation

The classificaion of incoming resources and resources expended has been amerded to comply with the
charitiesSORP 2005. Comparativeshave beenreamalysedaccordingly.

Cdllectons and exhibitions costs arethose incurredin acauiring and preserving objects and recads relating
to the British Army for the education, inspiration and enjoymert of the presert gereraton and its successors,
together with the presertation of the MuseumO<golledionsto its users

Curatorial costs are those incurredin the research and interpretaion of the MuseumOsadllectionsto its users,
including deaing with emquiriesfrom the gereral public.

Education costs are those incurred in engagng and educaing the gereral public, including children, in
historic and contemporary issuesrelating to the British Army.

Publicity costs are those incurred in promoting the Museum to its users and also the branding and
developmert of the MuseumOsmage and marketing.

Governarce costs include those incurred in the govemance of the charity and its assets and are primarily
associated with constitutional and statutory requirements.

Caosts, including support costs, that are sharedby more than one function have beenapportionedon abass
consistert with the egimated use of resources
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(k) Pensions Cost

Museun staffs, except shop personnel, arecoveredby the provisions of the Principal Civil Senice Persion
Scheme, which providesbenefits based on final persionalde pay. The persions cost chargedto the
Statement of Finarncial Activitiesis represented by the contributions payabe under the PCSPSto the
Paymader Gereral at ratesdetermined from timeto time by the Governmert Actuary.

(I) Notional Costs

In accadance with accounting recuiremerts laid down by HM Treasury, the statemert of finarcial acivities
include notional costs to reflectthe full costs of the National Army MuseumOsctvities

Unrestricted Redricted Redricted Total Total
Funds Funds Grantin Funds Funds
Aid Funds 2005/06 2004/05
£ £ £ £ £
2. Invedment | ncome

Interes receivabe 27,752 6,711 13,705 48,168 41,285
Otherinvedmert income - 6,610 - 6,610 6,283
27,752 13,321 13,705 54,778 47 568

3. Allocation of support costs

The Museum allocatesits support costs asshown in the tabde below and then further apportions those costs
betweenthe charitabe activitiesundertaken Support costs areallocated on a bags consistent with the use of
resources

Allocated
Allocated to to Costsof
Charitable generating

Support Costs Activities funds Governance Total
£ £ £ £
General administration 103,208 1,860 - 105,068
Information tecmol ogy 61,462 - - 61,462
External Audit - - 8,100 8,100
Intermal Audit - - 4,751 4,751
Accountarcy Senices 12,070 - - 12,070
Legal and other Professional Fees 121,838 - - 121,838
Trusteesexpenses - - 2,241 2,241
TOTAL 2005/06 298,578 1,860 15,092 315,530

TOTAL 2004/05 271,520 2,283 9,275 283,078




