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SOUTH BANK CENTRE

[TRUSTEES

Board of Governors

The Governors of the Board who served during the year and subsequently are:

Governor Appointed Resigned!/ retired Last re-appointment
Lord Hollick (Chairman) 18 February 2002 29 June 2005
Mr Alan Smith 07 November 1995 29 June 2005
Sir George Christie 25 March 1997 29 June 2005
Mr Gilbert Kaplan 25 March 1997 02 July 2003
Dr Robert Saxton 23 September 1997 07 July 2004
Dr Maya Even * 28 June 1999 29 June 2005

Mr Edward Walker-Arnott * 28 June 1999 29 June 2005
Mr Robert Devereux 28 June 1999 29 June 2005
Mr Alan Yentob 28 June 1999 29 June 2005
Dame Vivien Duffield 24 June 2002 29 June 2005
Baroness Young of Hornsey 18 September 2002 29 June 2005
Mr Anthony Holden 18 September 2002 29 June 2005
Ms Ursula Owen 02 July 2003

Mr Michael Hamlyn 02 July 2003

Mr Martin Myers 24 September 2003

Mr Robin Woodhead 22 September 2004

Mr Walter Gubert 21 September 2005

* Governors who served as Vice-Chairs during the year

New Governors are appointed under selection criteria that ensure the Board maintains a broad range of skills and relevant experience. A Governor is
appointed after agreeing to become a Member of the Board, after the Secretary to the Board has received written approval from the Secretary of State
for Culture, Media & Sport for his or her admission as a Member, and after his or her name has been entered in the Register of Members. A Gover
usually serves for a period of three years, and may be reappointed for three further periods of three years each, subject to a maximum tenure of twelve
years as a Governor.

An induction programme is offered to all new Governors to ensure that they are briefed in the charity’s objectives, strategy and activities.

The Governors meet six times a year on a regular basis, but may meet more frequently if required. The Board also has a number of sub-committees
which meet at different intervals. The Committees and the persons who served on them during the year were:

Finance & General Purposes Alan Smith (C), Lord Hollick, Martin Myers, Edward Walker-Arnott

Project Steering Martin Myers (C), Robert Devereux, Alan Smith, Edward Walker-Arnott

Nomination and Compensation Lord Hollick (C), Edward Walker-Arnott

Fundraising Campaign Lord Hollick (Jt C), Dame Vivien Duffield (Jt C), Gilbert Kaplan,
Anthony Holden, Michael Hamlyn, Martin Myers, Robin Woodhead

C = current Chairman of that Committee

[CHIEF EXECUTIVE AND OTHER SENIOR STAFF

Michael Lynch, AM Chief Executive

David Parkhill Chief Operating Officer

Jude Kelly, OBE Artistic Director

lan Blackburn Project Director

Alison Cole Communications Director

Morven Houston Finance Director

Mike McCart Director of Partnership & Planning

Catherine Mallyon Director of Operations
Mike Morris HR Director

Honor Wilson-Fletcher Marketing Director
Karen Whitehouse Development Director
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SOUTH BANK CENTRE

[CHAIRMAN’S FOREWORD

The artistic and educational programme at the South Bank Centre continued to thrive despite the closure of the
Royal Festival Hall for refurbishment. Highlights included our award-winning Xenakis weekend in the Queen
Elizabeth Hall, and the critically acclaimed Dan Flavin Exhibition at the Hayward Gallery, which drew 73
thousand visitors. Our four resident orchestras adapted well to the new environment taking full advantage of the
opportunities the acoustics of the QEH and Purcell Room can offer. The excellence and diversity of our
programmes included a successful series of literature events and a wide range of educational and children’s
projects.

The SBC achieved an operating surplus of £373 thousand on a reduced trading turnover of £7.9 million and now
has accumulated general reserves of £3.1 million to help meet some of the exceptional costs of closure and re-
opening of the RFH. We made good progress towards our goal of achieving a greater diversity of funding by
increasing the commercial income to more then £3 million per annum thanks to the leases with the new riverside
restaurants and shops and the Eye.

The £111 million transformation of the SBC made impressive progress with the opening of the newly built RFH
annexe to house our staff and to provide production support and commercial facilities. The complex
refurbishment of the RFH, a Grade 1 listed building, is broadly on budget and on course for re-opening next
June. Moving the staff from the RFH will increase the public space by 35 per cent including two 6th floor roof
terraces with magnificent views of London. The auditorium will have world class acoustics, the foyer space will
be greatly expanded and there will be a major new education space on the ground floor. Performers, audiences
and visitors (and there are more than 3 million of them annually) will all enjoy dramatic improvements and be
able to appreciate afresh the iconic features of the 1951 design and architecture.

The modernisation of working arrangements and the process of renewal of the artistic leadership continues
apace. We have created the new role of Artistic Director — Jude Kelly is the first incumbent — and appointed
Ralph Rugoff to lead the Hayward Gallery and Marshall Marcus as Head of Music. Under this new artistic
leadership we plan to invest more into own originated programming creating unique innovative content which
the SBC can own, tour and broadcast. We plan steadily to increase the percentage of SBC production from the
current level of 37 per cent to over 50 per cent in 2009/10 financed in part from internally generated (principally
commercial) resources and partly through additional Arts Council funding which we are requesting.

We face two financial challenges over the next few months. Raising the remaining funds for the £111 million
refurbishment and resolving a deficit in the SBC pension fund which could be as high as £10 million. We are in
constructive dialogue with the trustees of the pension scheme to resolve this burden which otherwise could
severely curtail our artistic programme. Unfortunately, the Arts Council, whose pension fund this originally was,
has not been willing to help out.

When these problems are resolved we can then press ahead with the next stages of the transformation of the
South Bank which will include refurbishment of the QEH foyer, roof space and undercroft, further refinements to
the Hayward Gallery, new lighting and signage throughout the site and the launch of SBCTV and Radio. This
will be followed by a new landmark building on the Hungerford car park to house a National Film Centre for the
BFI and to provide additional space to house the South Bank’s growing artistic programme.



I would like to thank Michael Lynch our CEO and all his colleagues for a fine performance in a particularly
difficult and challenging year. The SBC executive has been brilliantly supported by the Governors who have
given their time, expertise and money generously and unstintingly to support the major transformation and
commercial and artistic develooment of SBC.

Lord Hollick

Chairman

South Bank Board Limited

As Trustee for the South Bank Centre



SOUTH BANK CENTRE

[REPORT OF THE TRUSTEE

Legal Framework

The South Bank Centre (SBC) is a registered charitable trust with a single corporate trustee, The South Bank Board Limited (the
Board), a company limited by guarantee. SBC was formed by deed of trust on 31 March 1988. Its main objects are the
promotion of the arts for the general benefit of the public, the development and improvement of the knowledge, understanding
and practice of the arts on the South Bank estate and the preservation and use of its several buildings. There have not been any
changes to these objects during the year. As trustee of SBC, the Board has power to revoke or vary any or all of the provisions of
the deed of trust, subject to the consent of the Department for Culture, Media and Sport (after consultation with Arts Council
England), with the exception of the charitable objects of the trust and the clause requiring ministerial consent, provided that the
alterations would not have the effect of causing the trust to cease to be exclusively charitable under the laws of England.

The Board has a wholly owned subsidiary and registered charity, The South Bank Foundation Limited (the Foundation), a
company limited by guarantee, which was formed for the purposes of fundraising for SBC, particularly for its site development.

In October 2004, the Charities Commission issued a uniting direction for the South Bank Centre (charity 298909) and the South
Bank Foundation Limited (charity 1054105) made under s.96(6) of the Charities 1993 Act (where the trustees are the same,
uniting two or more charities for registration purposes). The linking of these two charities for these purposes does not constitue a
legal 'amalgamation’; it is purely an administrative and accounting linkage. The new subsidiary South Bank Foundaton Limited
has been transferred to the registration number of the main charity South Bank Centre and their old registrations removed. As a
consequence, the accounts of the South Bank Foundation Limited have been aggregated on a line by line basis. See Note 17 for
details on South Bank Foundation results.

Governors & Management

The Board of Governors are not remunerated for their services and have delegated management of SBC’s operational affairs to a
Chief Executive and an Executive Directorate who attend Board meetings but are not entitled to vote.

The Board of Governors retain decision-making over certain matters, including the approval of strategic plans and major projects,
remuneration matters of the Directors, and variations to governing documents.

Employee Policies

The Governors recognise that SBC’s position in the arts depends on the quality and motivation of its staff and SBC is committed
to policies which attract, retain and motivate high performing employees. Good and effective communications are particularly
important and it is the Governors’ policy to promote the understanding by, and involvement of, all employees in SBC’s aims and
the performance of all its activities. This is achieved through regular internal briefings on SBC’s performance and major
developments.

SBC participates in the Joint Negotiating and Consultative Committee with its two trade unions, Amicus and PCS. Pay
negotiations are conducted within this Committee.

SBC is striving to promote equality and diversity in all areas of employment including recruitment and selection, training and
development, and promotion. SBC has a positive attitude towards employment of all under-represented groups and is
implementing a workforce diversity strategy to support this commitment.

Mission

Our mission is threefold: to be a much loved iconic home for culture; to be a unique place with its own creative life; and to be a
destination that always conveys a sense of occasion.



Vision

Our vision is to provide a model for the 21st century publicly funded arts organisation that places leadership, genuine creative
engagement, excellence, learning and participation at its core.

Objectives

1.  The Site: to provide a physical setting that honours our site, acknowledging its unique cultural standing, its extraordinary
position at the heart of London and its accessibility and to make the most of our location and all it represents.

2. The Visitor Experience: to create an environment that is memorable and gives people pleasure, and to make the South Bank
Centre a place distinguished by its hospitality, its rich atmosphere, and its spirit of democracy.

3. The Creative Programme: to devise and stage innovative events and festivities that are definitive and of such a high
standard that they enrich people’s lives and shape cultural perceptions.

4. Audience Development: to communicate our values and the quality of our work locally, nationally and worldwide, to key
defined audience groups, in a way that leads to increased use of the site in both real and virtual forms.

5. Funding: to increase our income from all available sources significantly every five years, in real terms.

6. Corporate: to provide exemplary governance and leadership, supported by a strategic framework for the delivery of goals and
objectives.

Review of the Business

SBC’s principal activities continue to be the presentation of performing arts events in the three concert halls, visual arts
exhibitions in the Hayward Gallery and maintenance of the 21 acre site of which it is leaseholder. In spite of the closure of the
Royal Festival Hall for nine months of the year, SBC has presented 717 events in the three concert halls, covering a wide
spectrum of art forms, selling 434,151 tickets. There were three major new exhibitions in the Hayward Gallery, attracting
116,827 visitors, and 102 showings of exhibitions for the National Touring Exhibitions Service. The Poetry Library closed to the
public in April 2005 and will remain closed for the duration of the RFH refurbishment. A full programme of free foyer events
took place in the Queen Elizabeth Hall, including 111 lunchtime concerts and 22 commuter jazz concerts. There was a shift of
artistic activity to the smaller performance venues as a consequence of RFH closure (PR = Purcell Room; QEH = Queen
Elizabeth Hall).

Performing Arts

With the closure of the Festival Hall on 30" June, concert venue income — the single largest element of commercial turnover for
the organisation — has fallen substantially. Ticket income from own promotions and rental income have both decreased, reflecting
free rentals offered to resident orchestras as part of a wider package of financial assistance to support them following the
migration of their concert seasons to the smaller Queen Elizabeth Hall.

2005/6

RFH QEH PR Total
Number of events 80 350 287 717
Attendances 156,106 223,390 54,655 434,151
Attendances/capacity 70% 70% 54% 68%
Capacity sales £4,582,145 £5,690,923 £1,164,929 £11,437,997
Actual ticket sales £2,588,347 £3,161,866 £479,856 £6,230,069
Ticket sales/capacity sales 56% 56% 41% 54%
Average ticket price £16.58 £14.15 £8.78 £14.35
Attendances per event 1,951 638 190 606




Analysis of audience numbers per event is a useful year-on-year comparative across a period when the number of events per hall
has changed so significantly, and justifies the strategic decision to keep the smaller halls open during RFH closure.

To set these numbers into context, the seated capacity of the RFH is around 2450, the QEH 915 and the PR 330. Exact capacities
depend on individual productions: the capacity for staged shows, where front rows are removed and sound desks installed, can
fall by up to 15%.

The key differences between this year and last are as follows:

Changes on last year

RFH QEH PR Total
Number of events -219 70 -22 -171
Attendances -342,352 70,963 936 -270,453
Attendances/capacity 8% 10% 5% 7%
Actual ticket sales -£7,418,121 £987,060 -£110,369 -£6,541,430
Ticket sales/capacity sales 1% 1% -6% -1%
Average ticket price -17% -1% -20% -21%
Attendances per event 17% 17% 10%

The number of events in the RFH fell by three quarters, reflecting the fact that the hall was open for only the first quarter of the
year. Capacity in the RFH — defined as the total available space in the hall assuming all available seats are filled — fell by a
comparable amount.

The migration of resident orchestras to the QEH was well received by audiences, musicians and critics. Average attendance rose
by 10% from 60% to 70% and ticket sales rose by 45% to £3.16 million. As in the RFH and Purcell Room, the number of people
attending per event rose sharply, ensuring that individual events were well attended despite the disruption from the construction
programme.

Average ticket prices fell across the board, reflecting changes in programming profile of the halls during RFH closure and a
desire to maintain good attendances through the disruption caused during construction. Ticket pricing is currently the subject of a
strategic review prior to re-opening.

RFH QEH PR
Average ticket price 2003/4 £20.70 £14.21 £10.45
Average ticket price 2004/5 £20.07 £14.27 £10.99
Average ticket price 2005/6 £16.58 £14.15 £8.78

The Purcell Room results reflect the success of the literature programme in 2005/6, where a record number of events sold out.
Average ticket yields for literature are low, so success in attracting large audiences causes a reduction in overall average ticket
yield. The PR programme was also host to a higher than usual number of matinees and featured events with relatively modest
headline ticket prices such as the London International Piano Competition, the International Guitar Festival and the Park Lane
Group series.

Hayward Gallery

The Hayward Gallery represents the largest single art form activity as a production house and therefore requires the biggest
single investment in one art form. The first two exhibitions in 2005/6, Rebecca Horn: Bodyscapes and Universal Experience:
Life, Art and the Tourists’ Eye, did not achieve their target audiences and led to an overall £0.3 million income shortfall against
budget for the gallery once the associated retail and catalogue shortfalls were also factored in. The shortfall was partially made up
by the Dan Flavin retrospective, which attracted 73,000 visitors against a budget of 50,000 and generated £331k income, £55k
higher than budget of £276k. Commercial income earned from the Flavin exhibition exceeded budget by £34k.

Poetry Library
Despite closure of the Poetry Library, the two poetry websites continued to establish their role as primary international resources
for this art form. This was demonstrated by strong growth in web-based visits over the year.




Commercial

Seven retail units opened on the riverside during the summer of 2005 and established themselves very quickly. Without exception
all units have traded well and despite early concerns about seasonality and the effects of adverse weather, turnover has remained
resilient throughout the winter:

Our bars traded well above budget, benefiting from the opening of the QEH foyers all day. SBC’s commission from this trade
was 51% above budget. Despite a later than expected opening, SBC’s income from the Riverside will exceed budget due to
better than forecast contractual terms.

Car parking income came in 24% above budget and in line with the prior year despite the anticipated impact of increases to the
congestion charge.

Development

SBC’s Development department raise financial support for its artistic and site development programmes. The target established
for operational sponsorship and enabling fundraising for 2005/6 was £673 thousand . The department achieved £717 thousand as
a result of an increase in enabling funding. £4.8 million was raised for the capital refurbishment of the RFH.

Financial Review

The operational results for the year ended 31 March 2006 are set out in the Operating Statement on page 12. The financial
position at the end of the year is shown in the Balance Sheet on page 14. The Statement of Financial Activities is on page 13, the
Cashflow Statement is on Page 15.

The charity operational results show a surplus of £373,000 against a breakeven budget. It was a year of macro economic pressures
on utility costs which had to be balanced through other cost saving measures. Our main venue, the Royal Festival Hall, was
closed for refurbishment for 9 months of 2005/6. This meant there were reduced opportunities for generating additional ticket
income to compensate for cost pressures.

Future Capital Project Developments

The South Bank Centre will continue to develop and refurbish its facilities and site incrementally. The following major projects
are being developed, or will be developed in the near future (further details are given in note 7 to the accounts).

The Royal Festival Hall Annexe. Construction work was completed in March 2006 on an extension building for the Royal
Festival Hall. Fit-out was completed in early April 2006 and the building was first occupied on 17 April 2006. The building
provides office space for staff, as well as technical facilities and retail and catering outlets.

Royal Festival Hall renovations. The Royal Festival Hall closed for refurbishment in July 2005 and will reopen for business in
June 2007. The Queen Elizabeth Hall, Purcell Room and Hayward Gallery remain open during this time. The natural acoustic of
the auditorium will be enhanced to meet world class classical music requirements. Improvements to the platform and production
areas will increase the Hall's capabilities and efficiency. Audience comfort will be improved by a reconfigured layout of the
seating, with increased legroom throughout the stalls and terrace areas. 30% more public space is released through the removal of
office space and retail areas now accommodated in the Royal Festival Hall Annexe, Festival Riverside, and Festival Walk. The
recovered space will allow clearer sight lines within the building and greater bar and entertainment space.

Jubilee Gardens. Within the next few years Jubilee Gardens will be transformed into a new world-class park. An independent
Trust will be established to create the park and maintain it for the long term.

During this refurbishment programme and beyond, SBC is dependent on the continuing support of Arts Council England.



Reserves Policy

It is the policy of SBC to maintain reserves at a level which is adequate, but not excessive, in order to meet future financial
requirements. Strict budgetary control has allowed SBC to build the general reserves up to a cumulative surplus of £3.1m at 31
March 2006, a sum which it expects to be adequate as a buffer against predicted deficits over the next two years. The 06/07
budget and forward Business Plan for 07/08 confirms that deficits are likely to arise during the closure of the RFH for the
refurbishment and in the re-opening year that will consume those accumulated reserves.

After re-opening of the RFH and as a result of the implementation of a new business plan and a revised artistic vision we will
review our unrestricted funds reserves policy in 2007/08.

There is currently a deficit of £6.45m on the Pension Plan. The basis for the valuation is the application of the requirements of
FRS17 on Retirement Benefits. SBC has sought to reduce the deficit through the payment of annual lump sums of £330,000 over
the past two years, and increased lump sums will be payable in future years. The Governors will give consideration to the impact
of any additional cost on planned activity levels and budgeted cashflows. They will seek to negotiate additional contributions that
can be absorbed within existing budgets without jeopardising charitable activity levels. The Governors therefore hope to conclude
that no designation is necessary of funds held at the balance sheet date to meet future contributions, despite the fact that the
FRS17 liability disclosed of £6.45 million exceeds undesignated general reserves.

Going Concern

The financial statements have been prepared on a going concern basis.

The cost of the Royal Festival Hall refurbishment at this stage of construction is broadly in line with the original estimate of
£89m, with practical completion of the project forecast for March 2007. On projects of this size cost overrun is a recognised risk
which SBC is managing. The final outturn cost is regularly reviewed by the SBC project team and their professional advisors.
The RFH Annexe building and the refurbishment of the Royal Festival Hall have separate funding profiles. Funding is in place
for the construction of the Annexe building. Funding is in place for over 85% of the expected cost of the RFH refurbishment. A
bridging loan has been negotiated for some of the shortfall, but SBC only draws upon this when required.

The Board committed to the project on the basis that the majority of funds were in place, and there was reasonable certainty as to
the cost out-turn. The Board recognises that there is currently a funding gap which the Board is confident will be fully covered. A
detailed fundraising strategy is in place. All efforts are focused on raising the remaining funds required.

There is currently a deficit of £6.45m on the Pension Plan as at 31 March 2006, which arises from the application of the
requirements of FRS17 on Retirement Benefits. The triennial valuation by the pension scheme actuary, which took place as at 31
March 2005 on a different valuation basis, indicated a deficit valuation of £8.3 million. A subsequent estimate from the scheme
actuary in December 2005 indicated the deficit could be as high as £10 million.

Discussions have been entered into with the pension scheme trustees on levels of additional contribution to address the deficit.
There is uncertainty as to what will be the level of additional contributions until discussions are concluded. The Governors are
seeking to negotiate additional contributions that can be absorbed within existing budgets without jeopardising charitable activity
levels.

After making enquiries, the Board of Governors have a reasonable expectation that SBC has adequate resources to continue
trading for the foreseeable future. A funding agreement with the Arts Council England for 2007/08 is agreed.

For the above reasons, the Governors have continued to adopt the going concern basis in preparing the accounts.



Risk Management

The Governors have examined the major strategic, business and operational risks which the charity faces, and have introduced a
formal risk management process for continual assessment of those risks. This process involved identifying the types of risks
faced by SBC, prioritising them in terms of potential impact and likelihood of occurrence, and identifying means of mitigating the
risks. Systems have been established to enable reports to be produced so that the necessary steps can be taken to minimise the
risks. These reports are considered by the Board at regular intervals.

As referred to under Going Concern, fully funding the current construction programme represents a key financial risk therefore on
18 August 2005 a debt and guarantee facility was established between South Bank Board Limited as borrower and Lloyds TSB
Bank PLC as lender to part-finance the refurbishment of the Royal Festival Hall, if so required. The facility was established to
manage the risk of the fundraising campaign cash flow and the final value of the sale and lease back scheme. The amount of the
debt and guarantee facility is considered adequate for these risks.

Internal Financial Control

The Board of Governors has overall responsibility for SBC’s system of internal financial control. The Governors have delegated
their monitoring role to the Board’s Finance and General Purposes Committee, whose members are all non-executive, but
continue to review the minutes of that Committee’s meetings. It reviews the effectiveness of SBC’s internal financial control
environment and receives reports from the external and internal auditors on a regular basis. Both auditors have the right to call a
meeting of the Committee and both have direct access to its Chairman.

The Governors have delegated implementation of the system of internal financial control at SBC to Executive Management. The
system is based on a framework of regular management information, financial regulations, administrative procedures for
segregation of duties, and a system of delegation and accountability, including:

e comprehensive annual budgets within a five-year financial forecast framework;

e monthly results reported against budget, and with year-end forecasts prepared twice a year;
e  targets set to measure financial and other performance; and

e clearly defined capital expenditure control guidelines.

Internal audit work is planned on a three-year cycle and informed by an analysis of the risks to which SBC is exposed. Internal
audit plans are endorsed by the Finance and General Purposes Committee, which receives an annual report on internal audit
activity. The emphasis of recent audit work has been on identifying and resolving risk issues associated with the change
programme and with the closure of the RFH.

The Governors believe that SBC’s system of internal financial control provides reasonable, but not absolute, assurance that assets
are safeguarded, transactions authorised and properly recorded, and that material errors and irregularities are either prevented or
would be detected within a timely period. The Finance and General Purposes Committee has monitored the operation and
effectiveness of the system of internal financial control during the financial year ended 31 March 2006 through regular reports
from Executive Management, reports from the internal auditor and comments made in the annual management letter from the
external auditors.

Annual audit

The annual audit of SBC is carried out by two sets of auditors: Deloitte & Touche LLP and the Comptroller and Auditor General.
The Comptroller and Auditor General expresses an audit opinion on the SBC accounts prior to them being laid before Parliament,
along with his opinion and report. To deliver the audit opinions in the most efficient and effective way, the National Audit Office,
which carries out the audit on behalf of the Comptroller and Auditor General, has full access to the files of Deloitte & Touche
LLP in order to satisfy itself on the extent of the audit and in order to enable it to inform the Comptroller and Auditor General's
audit opinion.

The Governors believe that all relevant information has been made available to the external auditors.



Accounts Direction and Funding Agreement

During the year, Arts Council England removed the Accounts Direction under which SBC's financial statements were previously
prepared. The financial statements are prepared according to the policies set out in note 1.

SBC is subject to Arts Council England’s normal monitoring arrangements and annual reviews. SBC operates under an annual
Funding Agreement with Arts Council England, the terms of which require SBC to provide regular financial and non-financial
data to Arts Council England for monitoring SBC’s artistic activities, commercial progress and financial position. The reports
provided include detailed annual budgets, monthly management accounts, the monthly financial information report, the quarterly
management information system report, all papers circulated for the meetings of the Board, and all papers circulated for the
Board’s Finance and General Purposes Committee. Arts Council England also receives copies of all advance publicity material
for events at SBC.

Political and Charitable Donations

During the year SBC did not make any donations to political parties or charities.

Insurances

During the year SBC maintained liability insurance cover for the Governors of the Board, for the Trustees of the South Bank
Centre Retirement Plan, for the Executive Directors and for the in-house solicitor, against the consequences of neglect or fault on
their part in performance of their respective duties and functions. SBC also held insurance cover for the operation of its
commercial vehicles and, when required, for works of art on loan from third parties. Apart from these insurances, SBC is self-
insured and has been advised that it is covered under government indemnity.

Creditor Payment Policy

SBC’s standard policy on creditor payments is to aim to settle approved suppliers’ invoices, which are due, within 30 days of
invoice date. At 31 March 2006, 81% of trade creditors’ balances, including those in dispute, amounting to £924,000, had been
outstanding for 30 days or less.

Dated 9 October 2006

By Order of the Board

Martin Myers

Governor

The South Bank Board Limited

as Trustee for The South Bank Centre



SOUTH BANK CENTRE

[STATEMENT OF THE BOARD’S RESPONSIBILITIES

Under Section 47 of the Local Government Act 1985 the Board, as sole corporate trustee of SBC, is responsible for preparing
the Annual Report and the financial statements. The Board prepares the financial statements in accordance with Statement of
Recommended Practice “Accounting and Reporting by Charities” (SORP). The financial statements must show a true and fair
view of SBC's income, expenditure, financial activities and cash flows during the year and of its state of affairs at the end of the
year. In preparing the financial statements the Board are required to:

o select suitable accounting policies and then apply them consistently;
o make judgements and estimates that are reasonable and prudent;

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

e prepare the financial statements on the going concern basis, unless it is inappropriate to presume that SBC will
continue in operation.

The Board, as trustee, is responsible for keeping proper accounting records which disclose with reasonable accuracy at any time
the financial position of SBC and to enable them to ensure that the financial statements comply with the directions under the
Local Government Act, 1985 and the applicable requirements of the Charities Act, 1993. They are also responsible for ensuring
the propriety and regularity of financial transactions and safeguarding SBC’s assets and hence for taking reasonable steps for the
prevention and detection of fraud and breaches of law and regulations and other irregularities.

Each of the persons who form the Governors of the Board at the date of approval of this report confirms that:

(1) so far as the Governors are aware, there is no relevant audit information of which the auditors are unaware; and

(2) the Governors have taken all steps that they ought to have taken as Governorsin order to make themselves aware of any
relevant audit information to establish that the auditors are aware of that informatior
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SOUTH BANK CENTRE

|[THE CERTIFICATE OF THE COMPTROLLER AND AUDITOR GENERAL TO THE SOUTH BANK BOARD |

| have audited the financial statementsof the South Bank Centre for the year ended 31 March 2006. The financial statementshave been prepared in accordance
with the requirements of the Local Government Act 1985. These comprise the Operating Statement, the Statement of Financial Activities, the Balance Sheet,
the Cashflow Statement and the related notes. These financial statements have been prepared under the accounting policies set out within them.

Respective responsibilities of the Board and Auditor

The Board is responsible for preparing the Trustee’s Report and the financial statements and for ensuring the regularity of financial transactions. These
responsibilities are set out in the Statement of the Board’s Responsibilities.

My responsibility is to audit the financial statementsin accordance with relevant legal and regulatory requirements,and with International Standards on Auditing
(UK and Ireland).

| report my opinion as to whether the Financial Statementsgive a true and fair view and have been properly prepared in accordance with the Local Government
Act 1985. | also report whether in all material respects the income, expenditure and resources funded by grant-in-aid have been applied to the purposes intended
by Parliament and the financial transactions conform to the authorities which govern them. I also report to you if, in my opinion, the Trustee’s Report is not
consistent with the financial statements, if the South Bank Centre has not kept proper accounting records, or if |1 have not received all the information and
explanations I require for my audit.

| read the other information contained in the Chairman’s Foreword and the Trustee’s Report and consider whether it is consistent with the audited financial
statements. | consider the implications for my certificate if | become aware of any apparent misstatements or material inconsistencies with the financial
statements. My responsibilities do not extend to any other information.

Basis of Opinion

| conducted my audit in accordance with International Auditing Standards (UK and Ireland) issued by the Auditing Practices Board. My audit includes
examination, on a test basis, of evidence relevant to the amounts, disclosures and regularity of financial transactionsincluded in the financial statements. It also
includes an assessmentof the significant estimates and judgements made by the Board in the preparation of the financial statements, and of whether the
accounting policies are appropriate to the South Bank Centre's circumstances, consistently applied and adequately disclosed.

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

Opinion

In my opinion:

« the financial statements give a true and fair view of the state of affairs of the South Bank Centre as at 31 March 2006 and of its incoming resources and
application of resources, and cash flows, for the year then ended;

« the financial statements have been properly prepared in accordance with the Local Government Act 1985; and

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

Emphasis of Matter - Going Concern

Without qualifying my opinion, | draw attention to the statementon Going Concern in the Trustee's Report which states that there is funding in place for over
85% of the planned costs of £89m for the Royal Festival Hall refurbishment. The South Bank Centre has in place fundraisingactivities which the Board believes
will be able to meet the shortfall. The Report also states that the South Bank Centre will be required to take steps to address the deficit in the Pension Plan,
currently valued at up to £10m. The ability of the South Bank Centre to obtain funding to complete the redevelopment and agree terms on the funding of the
deficit on the Pension Plan are fundamental to the South Bank Centre's ability to continue as a going concern.

John Bourn National Audit Office

Comptroller and Auditor General 157 - 197 Buckingham Palace Road
London

Dated 11 October 2006 SW1W 9SP
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[2° RESULT FOR THE YEAR |
2006 2005
£'000 £'000

Operating surplus for the year 373 1,369
Operating surplus is stated after charging:
Hire of plant - rentals payable under operating leases 48 26
Leasing of land & buildings 359 76
Depreciation charge on assets wholly owned by SBC 2,412 2,091
Depreciation charge on assets held by SBC under finance leases 40 57
Auditors' remuneration (SBC) 63 45
Auditors' remuneration (Foundation) 5 5
Auditors' remuneration for non-audit work (Deloitte & Touche LLP) 65 4
Liability insurance for Governors and employees 15 15
The auditors' remuneration relates to both Deloitte & Touche LLP Auditors (£60,000) and the National Audit
Office (£8,000).
[3 ACTIVITIES FOR GENERATING FUNDS AND INCOME FROM CHARITABLE ACTIVITIES |

Total (Restated)

2006 2005
£'000 £'000
Activities for generating funds
Retail and catalogue sales 735 1,604
Concessions and car parking 1,549 1,786
Memberships and subscriptions 333 438
Other income 281 537
2,898 4,365
Income from charitable activities
Own promotions 2,402 4,781
Hall and space rentals 1,635 2,796
4,037 7,577
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STAFF COSTS

Avrtistic Generating Governance Total
activity funds 2006 2005
£'000 £'000 £'000 £'000 £'000

Employee costs amounted to:

Wages and salaries 9,462 1,541 185 11,188 9,195
Social security costs 687 166 20 873 902
Pension costs 792 167 15 974 913
10,941 1,874 220 13,035 11,010

Of these costs, £430,000 relating to the site development have been capitalised within fixed assets

The Governors (Chairman and Board members) are not remunerated for their services and Governors received

£nil (2005: £460) in reimbursement of travelling and subsistence expenses.

The average weekly number of persons employed was as follows:

2006 2005
Full and part-time employees

Operational services 44 48
Marketing 38 48
Box office 24 49
Retail Sales 15 19
Fundraising 19 17
Performing arts 41 44
Hayward Gallery 69 78
Site project team 7 7
Management and administration 47 35
304 345

Cloakroom attendants 1 3
Stewards and programme sellers 106 167
411 515

The cloakroom attendants, stewards and programme sellers are part-time and paid for hours worked.

Higher paid employees received emoluments, including redundancy payments but excluding pension costs,

within the following bands:

2006 2005

£60,001 - £70,000 11 9
£70,001 - £80,000 7 2
£80,001 - £90,000 8 1
£100,001+ 2 2
28 14

Of these 28 employees, SBC paid pension contributions of £31,669 (2005: £22,618) for 5 employees (2005: 5
employees) who were members of the Defined Contribution section of the pension scheme. SBC also paid
contributions to 21 employees (2005: 9 employees) who were members of the Defined Benefit section of the

pension scheme.
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[5  TOTAL RESOURCES EXPENDED
Direct costs Support Total (Restated)
costs 2006 2005
£'000 £'000 £'000 £'000
Costs of generating funds

Cost of Fundraising 707 1,311 2,018 2,514
Retail and trading 1,051 1,403 2,454 3,182

Cost of charitable activities
Artistic activity 11,064 11,291 22,355 26,189
Construction and refurbishment 14,327 - 14,327 6,091
Closure and change programme 3,594 - 3,594 1,479
Governance Costs - 399 399 455
30,743 14,404 45,147 39,910

[6 ALLOCATION OF SUPPORT COSTS
Chief Executive's Finance, Marketing & Human  Operations Total
Department Legal & IT ~ Communications Resources 2006 2005
£'000 £'000 £'000 £'000 £'000 £'000 £'000
Costs of generating funds

Costs of fundraising 220 125 198 79 689 1,311 1,014
Retail and trading 231 139 354 82 597 1,403 1,726

Cost of charitable activities
Artistic activity 253 1,293 3,095 1,098 5,552 11,291 12,806
Governance 256 136 - 7 - 399 455
TOTAL support costs 960 1,693 3,647 1,266 6,838 14,404 16,001

Support costs have been allocated to the charity's activities as follows:

o Chief Executive's department: based on estimate of time spent on operational activities
o Finance, Legal & IT: calculated time spent on governance and the remainder allocated on basis of headcount
o Marketing & Communications: based on time spent on operational activities

o Human Resources: Allocated on basis of headcount

o Operations: based on time spent on operational activities

Costs classified as governance relate to the general running of the charity and included operations of the Board of Governors and addressing
constitutional, audit and other statutory matters, and are made up of the following:

Internal audit
External audit
Governors' indemnity insurance

Apportionment of directors' and Governors' costs
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2006 2005
£'000 £'000
29 28
73 56

15 15
282 356
399 455




FIXED ASSETS

Group and charity Landand  Assets under Fixtures & Plant & Motor Total
buildings  Construction fittings machinery Vehicles
(long leasehold)

£'000 £'000 £'000 £'000 £'000 £'000
Cost
At 1 April 2005 133,284 17,756 1,795 2,099 331 155,265
Additions 1,024 34,114 378 371 - 35,887
Transfers 6,532 (6,532) - - - -
Disposals (7,570) - - - (158) (7,728)
At 31 March 2006 133,270 45,338 2,173 2,470 173 183,424

Depreciation

At 1 April 2005 80,739 - 1,606 1,849 270 84,464
Charge in year 2,224 - 44 165 19 2,452
On disposals - - - - (158) (158)
At 31 March 2006 82,963 - 1,650 2,014 131 86,758

Net Book Value
At 31 March 2006 50,307 45,338 523 456 42 96,666

At 31 March 2005 52,545 17,756 189 250 61 70,801

Included in plant and machinery are assets costing £679,653 (2005: £679,653), at a net book value of £30,067
(2005: £69,678), acquired under a finance lease. Depreciation on these assets in the year was £39,611 (2005:
£57,000).

Land and buildings comprise SBC's three concert halls, the Hayward Gallery, the Waterloo Undercroft, Jubilee
Gardens and the NFT and MOMI, the last two of which are occupied by the BFI on an underlease, plus the
capitalised work in progress for the Extension Building. The freehold interest in these properties, with the
exception of the Waterloo Undercroft, is vested in Arts Council England. A lease of 150 years on these
properties was granted to the Board by the Arts Council commencing on 1 April 1988 and the amount shown for
land and buildings represents SBC's interest. Under the terms of the lease there are constraints on the transfer of
the property and, therefore, the value stated above cannot be realised for the benefit of SBC. SBC is responsible
for maintaining the property and keeping it in good repair. The open market value of the land has been assessed
at a nominal value, given the constraints on its permitted existing use. The value to SBC of its interest in the
NFT and MOMI has been assessed at nil value, given the long underlease to which they are subject. No rent is
payable on the lease from the Arts Council to SBC and on the underlease from the Board to the BFI. The lease
on the Waterloo Undercroft is for 150 years, expiring on 26 February 2148, and was partly financed by lottery
funds of £937,500 from the Arts Council. In the event that the property is disposed of before that date SBC will
have to repay a proportion of the lottery funds.

The leasehold interest in the South Bank Centre vested in South Bank Board Limited having approximately 134
years unexpired at an annual ground rent of a peppercorn was valued by External Valuer, P T Richards of
George Trollope, Chartered Surveyors, as at 31 March 2003 on the basis of Depreciated Replacement Cost in
accordance with RICS Appraisal and Valuation Standards, 5th Edition, at £51.7m. The valuation is subject to
the Governors’ annual determination as to the prospect and viability of the continued occupation and use.
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Expenditure is being incurred on three major strands of our site development programme:

RFH Annexe building: Construction of an extension building for the Royal Festival Hall was completed in
March 2006. It provides office space for staff, technical facilities and retail and catering outlets. It is funded by
means of a £4m award from the London Development Agency supplemented by an advance of revenue and
capital funding of £14m from Arts Council England to be replaced in October 2006 by a bank loan from Allied
Irish Bank. A charge over the extension building will be taken out by Allied Irish Bank once SBC draws down
on its loan for the construction costs.

Public realm projects: Work is on-going on a number of public realm projects.

The annexe building and public realm projects are treated as assets in the course of construction. The
expenditure is capitalised during the construction phase.

RFH Refurbishment: Most significantly of all, the major renovation of the Grade | listed Royal Festival Hall
began in July 2005. Arts Council England has confirmed a £20 million National Lottery award, plus a further
award of £5m, towards the restoration, refurbishment and modernisation project. We have also received a
£22.176m award from the Heritage Lottery Fund and a £5m award from DCMS.

A charge has been taken out by each of ACE and HLF over the Royal Festival Hall as security for their funding.

The RFH refurbishment comprises a number of strands, some of which are deemed to be enhancement and some
to be of a repairs and maintenance nature. We have looked at the total project in order to ascertain the proportion
of each category and will apply this fixed proportion to the costs incurred in each year in order to report a figure
for capitalised work in progress, with the remaining portion being written off to the Income & Expenditure
Account.

At 31 March 2006, we had incurred costs totalling £44.7m (2005: £14.9m) on the project. We have taken 23% of
this (£10.2m) to the Statement of Financial Activities along with the related funding, and treated the other 77%
(E34.5m) as being capitalised work in progress.

In 2007/8, there will be a full revaluation of land & buildings. Any difference between the revaluation and the

current net asset value will be considered. The valuation will set an estimated useful life for the revalued assets
and these will be depreciated over that useful life.
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[8 INTEREST RECEIVABLE AND PAYABLE |
2006 2005
£'000 £'000

Interest receivable on bank deposits 116 111
Interest receivable on escrow account 760 483
876 594
Less finance interest payable 2 (6)
Net interest 874 588

[9 DEBTORS
(Restated)
2006 2005
£'000 £'000
Trade debtors 1,523 1,994
Other debtors 45 481
Prepayments and accrued income 4,971 7,911
6,539 10,386
Accrued income - due after one year 2,331 3,360
8,870 13,746

Accrued income due after one year relates to donations which have met the conditions for recognition in the
SOFA, but which have not yet been received. This mostly relates to a donation of £5m from the Clore Duffield
Foundation recognised in 2004/5 and payable in annual instalments of £1m.
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[10 CREDITORS: AMOUNTS FALLING DUE WITHIN ONE YEAR

Trade creditors and accruals
Obligations under finance leases
Advanced ticket sales

Deferred income

Deferred income for ACE escrow balance
Total creditors due within one year

2006 2005
£'000 £'000
10,806 7,816
570 20
527 1,707
8,283 3,614
20,186 13,157
4,717 23,243
24,903 36,400

Deterred Income comprises cash received In the current or an earlier financial year, tor which the related
service, project or expenditure occurs in a future financial year. The deferred income for ACE escrow
account consists of capital grant funding received from Arts Council England and the Department for
Culture, Media and Sport. This is held in a separate bank account to be utilised to fund future claims for
reimbursement of expenditure on the RFH refurbishment project. SBC does not have access to this money

without the explicit approval of Arts Council England for each drawdown.

(11

CREDITORS: AMOUNTS FALLING DUE AFTER ONE YEAR

Obligations under finance leases

The maturity of obligations under finance leases is as follows:
Within one year
Within two to five years
After five years

Less future finance charges

2006 2005
£'000 £'000
4,569 42

570 42
85 24
5,139 -
5,794 66

(655) (4)
5,139 62

Creditors due after one year in 2005 relate to finance leases and are secured on the assets to which they

relate.

25



[12 RESERVES

Balances as at 1 April 2005

As previously Prior year Restated Movements in resources Transfers  Balances as at
reported  adjustments Incoming Outgoing in/(out) 31 March 2006
£'000 £'000 £'000 £'000 £'000 £'000 £'000
Unrestricted funds
General reserves 2,680 133 2,813 26,016 (25,663) - 3,166
Pension plan (note 16) (7,553) - (7,553) - 1,105 - (6,448)
Capital reserve (designated fund) 46,639 1,903 48,542 - (9,403) 6,532 45,671
Total unrestricted funds 41,766 2,036 43,802 26,016 (33,961) 6,532 42,389
Restricted funds
Jubilee Gardens reserve 147 - 147 - (147) - -
Waterloo Undercroft 2,465 (1,903) 562 - (94) - 468
Capital in progress: RFH,
RFH Annexe, Public Realm 17,923 4,918 22,841 29,930 (6,617)  (6,532) 39,622
Deferred donations 6,280 (6,280) - - - - -
Closure and change - - - 3,594 (3,594) - -
Accumulated surplus 104 - 104 165 (180) - 89
Total restricted funds 26,919 (3,265) 23,654 33,689 (10,632) (6,532) 40,179
TOTAL funds (2006) 68,685 (1,229) 67,456 59,705 (44,593) - 82,568
TOTAL funds (2005) 53,111 972) 52,139 52,100 (36,783) - 67,456

Unrestricted funds There are two unrestricted funds, one of which is designated.

e The General Reserve represents the accumulated surplus which is available for spending on SBC’s objectives;

e The capital reserve arises from the revaluation of land and buildings at 31 March 2003 as described in note 7 and incorporates the
designated fund for fixed assets which vested in Arts Council England on 1 April 1986 under the Local Government Act 1985. These were
leased by Arts Council England to the Board in 1988 on a 150 year lease. The reserve will be utilised to match the related depreciation in future
years arising from that revaluation.

Restricted funds There are currently four restricted funds:

. a fund to restore Jubilee Gardens following its use in the construction of the Jubilee Line;

. a fund to release grants against depreciation on the Waterloo Undercroft;

. a fund to release grants against depreciation of site development projects over the useful life of the various strands of that development;
. a fund to hold restricted reserves held in South Bank Foundation Limited.

Analysis of net assets between funds

Group Restricted  Unrestricted Total funds (Restated)
funds funds 2006 2005
£'000 £'000 £'000 £'000

Tangible fixed assets 36,176 60,490 96,666 70,801

Current assets 4,003 17,819 21,822 40,650

Current liabilities - (24,903) (24,903) (36,400)

Creditors falling due after one year - (4,569) (4,569) (42)

Pension plan liability - (6,448) (6,448) (7,553)

40,179 42,389 82,568 67,456
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[13  CAPITAL COMMITMENTS

2006 2005
£'000 £'000
Authorised and contracted 55,900 2,500
Capital commitments relate to the RFH refurbishment project and form part of the £89m cost of the project.
[14 COMMITMENTS UNDER OPERATING LEASES
2006 2005
£'000 £'000
Operating leases which expire:
Land and buildings
Within one year 30 -
Within five years - -
After more than five years 94 91
124 91

27




[15_PENSION COSTS |

SBC provides pension benefits through the Pension Plan which operates two differentsections. The defined benefit section was closed to new
members from 1 April 2001 and the defined contribution section was opened to new members of staff joining on or after that date. The
Foundation has no pension fund.

Defined contribution section

SBC’s contributions to the defined contribution section in the period ended 31 March 2006 were £151,000 (2005: £152,000). Asat 31 March
2006 outstanding contributions were £12,300 (2005: £nil). SBC contributes between 5% and 7% of pensionable salary to the defined
contribution section. All contributions are held in separate trustee administered funds.

Defined benefit section

The defined benefit section is funded by employer and employee contributions with assets held in separate trustee administered funds. A full
actuarial valuation of the section was undertaken as at 1 April 2005 by a qualified independentactuary on behalf of the trustees. The actuary
has undertaken additional calculations to produce estimated results for the purposes of FRS17. As the section is closed to new entrants, under
the projected unit method the current service cost can be expected to increase (as a percentage of salaries) as members approach retirement.

SBC contributed to the defined benefitsection at the rate of 13.4% of pensionablesalaries. In addition, SBC has been contributing £27,500 per
month into the defined benefit section of the plan since 1 April 2004.

A new schedule of contributions is due to be signed by 23 June 2006.

The major assumptions used by the actuary were:

2006 2005 2004 2003

% % % %

Rate of increase in pensionable salaries 3.20 3.10 3.10 3.10
Increase in pensions (guaranteed)” 2.75 2.65 2.65 2.35
Increase in pensions (discretionary)” 0.00 0.00 0.00 0.00
Discount rate 5.00 5.40 5.60 5.70
Inflation rate 2.75 2.65 2.65 2.35
Expected return on equities 7.75 7.75 7.75 7.50
Expected return on bonds 4.30 4.60 4.60 4.60
Expected return on property 6.75 6.75 6.75 6.50

“ Pension increasesrelating to pensionableservice after 6 April 1997 are guaranteed whereas pension increases relating to pensionableservice
prior to that date are discretionary.

The results of the actuarial valuation as at 1 April 2005 indicated that there was a significant deficit. The trustees were also advised that
discretionary pension increases could only be continued if there was a corresponding significant increase in SBC’s contributions. When the
fund is in deficit, the trust deed and rules only permit the trustees to award discretionary pension increasesif there is a correspondingincrease in
the employer’s contributions. Consequently, SBC has obtained additional independent actuarial advice that in current conditions there is no
prospect of future discretionary pension increases without a substantial improvementin the funding position. In formulating this policy SBC
recognises that circumstances can change and it may be appropriate at a future date to re-introduce an allowance for discretionary pension

increases.
2006 2005
£'000 £'000
Employer's pension contribution
Defined benefit section 747 883
Defined contribution section 151 152
898 1,035
The assets and liabilities in the pension plan were:
2006 2005 2004
Equities 15,961 12,728 11,143
Bonds 5,559 4,763 4,160
Property 1,201 1,108 994
Cash 54 - -
Market value of Defined Contribution assets 1,350 884 556
Total market value of assets 24,125 19,483 16,853
Present value of liabilities (30,573) (27,036) (23,667)
Deficit in plan (6,448) (7,553) (6,814)
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Analysis of actuarial gains/(losses) recognised:

Actual return less expected return on the plan's assets

Experience gains and losses arising on the plan's liabilities

Changes in assumptions underlying the present value of the plan's liabilities

Actuarial gain / (loss)

Expected return on the assets of the pension plan
Interest on the liabilities of the pension plan

The movement in the pension plan's deficit in the year was:

Current service cost
Contributions

Other finance expenses
Curtailments/settlements
Actuarial gain / (loss)
Surplus / (deficit) for the year

Deficit brought forward
Deficit carried forward

History of experience gains and losses

Difference between expected and actual return on plan's assets

Amount (£'000)
Percentage

Experience gains and losses on the plan's liabilities
Amount (£'000)
Percentage

Total loss as a percentage of the plan's liabilities
Amount (£'000)
Percentage

2006

2,985

13.0%

2,194
8.0%

554
2.0%

2005

538
2.9%
2

(813)
(3.1%)

2004
1944
11.9%

(453)
(1.9%)

79
0.3%

2006 2005
£000 £000
2,985 538
2,194 2

(4,625) (1,353)

554 (813)
2006 2005
£000 £000
1,277 1,119

(1,386) (1,303)
(109) (184)
2006 2005
£000 £000
(522) (625)

747 883
225 258
(109) (184)
435 -
554 (813)
1,105 (739)

(7,553) (6,814)

(6,448) (7,553)
2003 2002

(4,703) (1,530)

(3.6%) (9.5%)
(607) 61

(3.1%) 0.3%

(1,071) (3,601)

(5.4%) (16.7%)

During the year ended, equity markets rose (and returned more than assumed), and bond markets rose (and returned more than assumed).

Overall, this led to a gain on assets of around £2.985m.

The financial and demographicassumptions underlying the calculation of the liabilities also changed during the year (in particular, the yield on
AA corporate bonds fell). This led to a greater value being placed on the liabilities at the year end than at the beginning of the year, resulting in

a loss of around £4.625m.

The figures as at 31 March 2006 were based on the actuarial valuation at 1 April 2005 whereas the figures last year were based on the

valuation as at 1 April 2002. This and other experience items led to an experience gain of £2.194m.

Overall, there was a gain of £554,000 in the year.
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[16 CONTINGENT LIABILITIES

Group and charity

Legal actions

As a body managing 21 acres of public spaces, SBC is currently facing a small number of personal injury claims. A provision has been
made for anticipated liabilities. All remaining claims are strongly denied by SBC, which believes that they are without foundation.
SBC has taken legal advice on these cases and believes that there is a reasonable prospect of defending them successfully.

Capital grant funding

As mentioned in note 7, the lease on the Waterloo Undercroft was financed by a capital grant from Arts Council England amounting to
£937,500. In the event that the lease is disposed of before it expires in February 2148, SBC will have to repay a portion of the funds.

Defined benefit pensions deficit

As mentioned in note 15, there is a deficit on the defined benefit section of the South Bank Centre Retirement Plan (the pension plan)
of £6.45m valued on an FRS17 basis. SBC has sought to reduce this deficit through the payment of annual lump sums of £330,000
over the past two years. Following the triennial actuarial valuation carried out as at 31 March 2005, negotiations are taking place
between SBC and the trustees of the pension plan over the level of future contributions to be made by SBC to close this deficit.

[17  SOUTH BANK FOUNDATION |

The Foundation was formed for the purpose of fundraising for SBC, particularly its site development. At 31 March 2006, the
Foundation had a restricted net deficit of £1,478,028 (2005: £786,785 restated) and held unrestricted funds of £15,406 (2005:
£20,260). The deficit arises because some donations receivable have been reclassified as belonging to SBC rather than to the
Foundation. During the year, the Foundation agreed to reimburse SBC with £6.7m (2005: £4.3m) for revenue and capital projects. Of
this sum, £5.5m (2005: £3m) was authorised as a contribution to the RFH refurbishment project.

[18  PRIOR YEAR ADJUSTMENTS

As described in note 1, certain prior year adjustments have been made followinga review of our income recognition policy and reserves
accounting methodology. This has the following effect on fund balances brought forwards:

Unrestricted Restricted

funds funds Total 2005  Total 2004

£'000 £'000 £'000 £'000
Fund balance brought forward as reported 41,766 26,919 68,685 53,111
Prior year adjustment - income recognition - (1,362) (1,362) (972)
Prior year adjustment - closure and change 133 - 133 -
Prior year adjustment - transfers between funds 1,903 (1,903) - -
Fund balance restated 43,802 23,654 67,456 52,139

[19 RELATED PARTIES

Lady Susan Woodford Hollick is a member of the National Council and therefore a charitable trustee of Arts Council England. She is
the wife of Lord Hollick, Chairman of SBC. Whilst Arts Council England is a major source of funding for SBC, Lady Hollick plays no
part in any decisions relating to SBC. The relationship is always recorded in National Council meeting minutes and Lady Hollick retires
from the room when the National Council discusses and makes decisions concerning SBC.
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