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The trustees are pleased to present their report and the financial statements for the year ended 31 March 2020.

OBIJECTIVES AND ACTIVITIES

The charity’s purposeis the promotion and advancement of Naval and Military Scienceand Literature. The Royal
United Services Institute for Defence and Security Studies (“RUSI” or “The Institute”) provides an independent
platform for the study of defence and security policy and for the dissemination of knowledge on defence and
international security matters to a wide audience. The expanded mission statement of the Institute is to seek to
be, or to become, a World Class Centre of Excellence, and within that, the Professional Forum for those concerned
with National and International Defence and Security.

The main activities undertaken by the Institute in pursuit of these purposes are:

® its research programme, which promotes the in-depth study of defence and security policy, thus making an
independent contribution to thinkingand practice;

® its programme of lectures, conferences and seminars, which provide a forum for discussion of the UK’s
security as well as other global defence and securityissues,and which bring together participants from the
armed forces, the civil services, the privatesector, academia, civil society, the public, and the media;

® its Journal and other periodicals and publications, which help to inform opinion and extend knowledge of
defence andsecurity matters to a wider public;and

® the encouragement of the maximum participation ofits members inthe above activities.

The trustees confirm that they have complied with the duty in section 17 of the Charities Act 2011, to have due
regard to the Charity Commission’s general guidance on public benefit, ‘Charities and Public Benefit’. The
Institute’s charitable purposeisencapsulated inits objectives aboveandintheRoyal Charter. The trustees ensure
that thisis carried outfor the public benefit by delivering services thatarevalued by RUSI members and the public
at large through the Institute’s research programmes, events, publications, and on-line and media
communications. Everything the Institute does is independent of political party affiliation or support.

ACHIEVEMENTS AND PERFORMANCE

COVID-19

The COVID-19 crisis which began at the end of this accounting period (including of course the lockdown which
started on 23" March, 2020), has notsignificantly affected the results of the charity for the year ended 315t March,
2020. Sincethe start of lockdown, RUSI has moved quickly to adapt to new ways of working, and although the
conference and events businesses have suffered during this period, we have successfully moved most of our
events, including members’ events, online, and we are excited about the wider reach that has been achieved in
this new medium. The demand for RUSI’s research continues to be strong, and our researchers areableto deliver
the same quality of work while working remotely. We have carried out anassessmentto confirmthatinthe light
of the COVID-19 crisis, RUSI remains a going concern, and are satisfied that this is the case. Management and
trustees are proud of the adaptabilityandresilienceshown by the staffacross allareas of RUSI, in London, Nairobi
andBrussels, inthis unprecedented situation.

Research Programme

RUSI has completed a wide-ranging and active programme of research in the year ended 31 March 2020. The
breadth of its work covers traditional areas of study including defence, national and international security, as well
as innovative new areas of research into cyber security and technology, financial and environmental crime. In
2019-20, the Institute carried out 140 research projects (2019: 103) and gross research income was £10,069,252
(2019: £7,669,418).

Below aresome highlights from RUSI’s research groups:
RUSI’s Centre for Financial Crime and Security Studies addresses the risks posed by financial crimefor the UK
andinternational security. In 2019-20, the Centre:
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e launched the Sanctions Task Force, a high-level working group providinga valuableresource for the UK
Foreign Office, parliamentarians, domestic/international policy analysts and the privatesector as the UK
forms its post-Brexitsanctions strategy.

e launched Project CRAAFT, funded by the European Commission, to promote the awareness of terrorist
financingacross the European Union.

e Broadcastthe firstseason of ‘The Suspicious Transaction Report’ podcast, reaffirmingthe Centre’s
reputation as a go-to sourcefor high-level policyinsights and discussion on pressingfinancial crime
issues.

e Developed a strongbody of work on cryptocurrencies and their role ininternational criminal
activity. Published influential reports on North Korea’s use of cryptocurrencies to
flout international sanctions.

e Released the results of a survey of sanctions professionals fromacross theglobal financial
industry, revealingsignificantgaps in private sector knowledge on proliferation financeand capacity to
address North Korea and Iran sanctions.

e Briefed global high-profile policymaking forums, including the United Nations
Security Council, Financial Action Task Force, UK Parliament, and the European Parliament, and was a
leading voicedominatingdiscussion atthe intersection of financeand security.

e Supported the Guardian, the BBC and other major outlets for the ‘Luanda Leaks’, providing expert
adviceand commentary on the movement of international illicitfinance.

RUSI’s Cyber Security research group focuses on diverse cyber security challenges, merging policy and technical
analysistoinform policymakers and practitioners alike.In 2019-20, this research group:

e launched a substantial research projecton the globalisation of technology and associated cyber threats.

e Wasaleadingvoiceinthe national debate over Huawei’s presence inthe UK’s 5G infrastructurethrough
the publication of research papers, media briefings and a major research study on risk management for
5G implementation.

e Published a policy paper and held high-level workshops with the UK Government on the future of the
UK’s cyber security strategy.

e Builtacyber-security networkacross the public sector and privatesector,and academia, including a cyber
youth network.

RUSI’s Defence, Industries and Society research group promotes understanding of defence as a complex
enterprise, embracing the roles of both the publicand privatesectors. In 2019-20, this research group:

e Releasedareportarguingthat the UK needs a speedier defence procurement process thatrecognises the
long-term value of failureto stimulate defence innovation

e Proposedanadaptive Al procurement process arguingthatAl does not fiteasily with established defence
procurement elements via anarticleinthe RUSI Journal.

e Published a chapter on realismin defence acquisitionin a defence economics text from Cambridge
University text.

e Began continuing work with the Defence Growth Partnership on UK-Japan defence cooperation,including
presentations at RUSI and British Embassy events in Tokyo.

RUSI’s International Security Studies research group analyses security and foreign policy developments in key
countries and regions across theworld. In 2019-20, this research group:

e OrganisedTrack 1.5 (participants are non-governmental, but with some government participation atset
times) bilateral dialogues on security relations between Russia and the UK with the Russian International
Affairs Council (RIAC),

e Held the UK-Japan Security Forum comprising of senior policy makers fromboth countries.

e Hosted representatives from the UK, China, Afghanistan, Pakistanand Uzbekistanin Beijing, to discuss
cooperation on development in Afghanistan.
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e With Save the Children, examined the UK’s 2010 Protection of Civilians (PoC) strategy and proposed new
ways for the government to strength its roleinleadingand shapingthe global agenda.
e Published a report looking at how social media platforms have been instrumentalised for a variety of
purposes by terrorist organisations in Pakistan, Bangladesh and Sri Lanka, and how their governments
have tackled the issue.

RUSI’s Military Sciences research group examines the utility of military power through an examination of policy
and practice— from strategic concepts to technical platforms. In2019-20, this group:

e Published a paper revealingthat Britainlacks a competitive warfighting capabilityin a potential conflict
in Eastern Europe againstRussia. The paper achieved worldwide coverage.

e The group’s Martial Power programme published a series of papers examiningthe role of the UK military
and the challenges itfaces ahead of the 2020 Integrated Review of Security, Defence, Development and
Foreign Policy.

e The Modern Deterrence Project published several influential reports identifying methods of enlisting
civilians in national security andresilience, and in developing a better model of overall national resilience
to shocks. Ahead of the Coronavirus lockdown, the project made the casefor national ‘resiliencetraining
for teenagers, and to strengthen supply chains to withstand unforeseen events.

e Organised a series of high-profile conferences involving the global military community including its
flagship Land Warfare Conference, Strategic Command Conference and Modern Deterrence Conference.

RUSI’s Organised Crime and Policing research group is dedicated to understanding and addressing current and
future organised crimeand policing challenges,in the UK and globally.In 2019-20, this group:

e Published an influential report on the use of machine learning and artificial intelligence in policing and
law enforcement.

e Began a partnership with GCHQ to assist government thinking on the use of artificial intelligence for
national security purposes.

e Initiated RUSI’s inaugural Annual Security Lecture with keynote speaker Metropolitan Police
Commissioner Cressida Dick.

e Made two substantial contributions to the Police Foundation strategic review of policing as well a s the
review of serious and organised crimeled by Sir Craig Mackey.

e Gave early warning of the organised crime challenge posed by new operating conditions as the
Coronavirus pandemic began to take hold.

e Developed key financialinvestigation resources for practitioners in southern and eastern Africa working
againsttheillegal wildlifetrade, continued to be a leadingvoicein the discussion on financial approaches
to combatting the illegal wildlifetrade in Africa.

e Released a comprehensive report on the future of UK-EU Law Enforcement Information Sharing after
Brexit.

e Won a four-year extension to their EU-funded project CRIMSON a Critical Maritime Routes (CMR)
Programme under the Instrument contributingto Stability and Peace (IcSP). The overall goal of the CMR
isto increasemaritimesecurity and safety at sea, thereby helpingto secure global shippingand trading
lines of communication.

RUSI’s Proliferation and Nuclear Policy research group has a strong track record of tackling the full range of
nuclear weapons issues,andis in the process of expanding to cover chemical and biological weaponsissues in
more depth. The group’s work includes:

e Addressing North Korean WMD proliferation challenges by supporting CFCS’ counter-proliferation
financeactivities and runningtwo major projects of its own. The first, Project Sandstone, pioneers open
source intelligence techniques to monitor and report on North Korean proliferation networks; its work
has been carriedininternational media, and has informed sanctions enforcement by UN Security Council.
The second is a major effort, in partnership with two other organisations, to generate technical models
of North Korea’s WMD complex and to identify options for verification of disarmament.

-4 -
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e Convening public and private discussions on issues ranging from the Iranian and North Korean nuclear
programmes, to the future of the Nuclear Non-Proliferation Treaty, and the impact of machine learning
on strategic stability. It hosted the launch of the House of Lords International Relations Committee’s
2019 report on the international non-proliferation regime, and leads the UK delegation to the France-
UK-US Trilateral Nuclear Dialogues.

e Analysing UK nuclear weapons policyissues acrossthe board. It addresses challenges of developing and
sustaining expertise through the UK Project On Nuclear Issues;it has critically assessed the UK’s record
on technical disarmament verification research; it has supported the UK government’s Integrated
Review; and it pays particular attention to the status and conduct of the UK’s replacement nuclear
warhead programme.

The research group works closely with its counterparts in other institutions, and has in the pastyear formally
collaborated with the Center for Nonproliferation Studies, the Centre for the Study of Existential Risk, the Center
for Strategic and International Studies, the Ditchley Foundation, Fondation pour la recherche stratégique, and
Verification Research, Trainingand Information Centre. Project Sandstone has published jointinvestigations with
The Times, the New York Times and the Wall Street Journal.

RUSI’s Terrorism and Conflict research group offers an evidence-based approach to countering violent extremism
and understanding conflictand terrorism.n2019-20, this research group:

e Concluded work with the Global Research Network on Terrorism and Technology, including reports
mapping the future jihadistinformation ecosystem, and guidance for technology companies evaluating
third party definitions of terrorismand terroristentities.

e Hosted a conference on Lessons learned from P/CVE Youth Mentorship in Nairobi, Kenya as part of the
European Union funded STRIVE programme conducted by RUSI inthe Horn of Africa.

e Contributed to discussions on therepatriation of thefamilies of foreign fighters from SIS held strongholds
inSyriaandlraq.

e Initiated research on the Prevention Project, a major research study analysing ‘whatcan work, and what
has not worked’ in P/CVE interventions worldwide.

e Continued innovative work through the EU funded STRIVE programme in Afghanistan and the Horn of
Africatolookat research and methods for strengthening resilienceto violent extremism. Achieved global
feature for their work on youth mentorship in Nairobi.

RUSI’s Leadership Centre develops the skills, knowledge and awareness needed for governments and security
practitioners operatingintoday’s international security environment. In 2019-20, the Centre delivered:

e Atrainingcourseonstrategic military planningto officers from Qatar’s Ministry of Defence.
e Conducted anintensivediplomatic training coursefor diplomats of the Qatari Ministry of Foreign Affairs.
e Delivered a three-week courseon Strategic Analysisin Morocco.

Lectures, conferences and events

e Over the year, the Institute has hosted over 133 events (2018-19:157), many of which areopen to members
of the public. 4,500 people (2019: 4,800) registered to attend these events. Key speakers included: Dame
Cressida Dick, Metropolitan Police Commissioner; The Honourable Dr Mark T Esper, US Secretary of Defense;
General Sir Nick Carter, Chief of the Defence Staff, UK Ministry of Defence; His Excellency Adel Al-Jubeir,
Minister of State for Foreign Affairs, Kingdom of Saudi Arabia; Ambassador Dr Monica Juma, Cabinet
Secretary for Foreign Affairs, Republic of Kenya; Admiral (rtd.) Tomohisa Takei, Japan Maritime Self-Defense
Force; General Michael Garrett, Commanding General, U.S. Army Forces Command; David Lewis, Executive
Secretary, Financial Action Task Force; Air Marshal Richard Knighton CB, Deputy Chief of the Defence Staff
(Military Capability), UK Ministry of Defence; Professor Philip Bobbitt, Director of the Center on National
Security, Columbia Law School; Congresswoman Elissa Slotkin, US House of Representatives; Admiral Tony
Radakin CB ADC, First Sea Lord and Chief of the Naval Staff, Royal Navy; Senator Hélene Conway-Mouret,
Franceand Lisa Osofsky, Director of the Serious Fraud Office.

-5-
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e  RUSI was part of aninternational consortiumthat organised ‘NATO Engages’, a forum hosted on the eve of
the London NATO Leaders Summit on December 2019. Speakers included Prime Ministers Justin Trudeau of
Canada, Mark Rutte of the Netherlands, Erna Solberg of Norway, President Andrzej Duda of Poland and NATO
Secretary General Jens Stoltenberg.

e RUSI alsohadavery busy conference agenda, includingannual policy conferences on Land Warfare, Missile
Defence and Space, Integrating Information Manoeuvre Conference, Strategic Command, Britainin the
World after Brexit, and Maritime Security,

e RUSI hosted its first Annual Security Lecture, italso organised events around International Women’s Day,
LGBT+ in the armed forces. Ahead of the December 2019 General Election, RUSI also hosted an election
debate between representatives of the three main parties.

e Forthe second year, RUSI opened its doors to the publicas partofLondon Open House (see below).

e The Institute has also organised BreakfastBriefings for its members and Chairman’s Circledinners for major
stakeholders featuring a range of keynote speakers including: Lord Evans of Weardale KCB DL, former
Director-General of MI5; Dr Christopher Ford, US Assistant Secretary for International Security and Non-
proliferation and Lord Hogan-Howe, former Commissioner of the Metropolitan Police.

e Associal distancingrestrictions were enforced because of Covid-19in March 2020, RUSI continued its busy
events schedulethrough webinars.

Publicationsand Outreach

The Institute disseminated its research through its bimonthly periodical, the RUSI Journal, Newsbrief digest and
the RUSI website, with over one hundred ‘Commentary’ articles. This year the RUSI Newsbrief also became
availableas a subscriber product.

In2019/20, RUSI published over 63 research papers coveringa broad range of questions on the is sues of the day,
from the UK's foreign and defence policy after Brexit to North Korean actions in contravention of UN sanctions.
These papers highlight the innovative and topical nature of the research undertaken at the Institute and its
relevance to the security and defence debate inthe UK and internationally.

In addition, the work published in our periodicals - the RUSI Journal, RUSI Newsbrief, RUSI Defence Systems -
continues to actas a bridge between policy,academia andthepublic, bringingtogether policymakers, civil society
organisations, the private sector, researchers and the wider public to understand better both the latest
developments and the long-term trends related to defence andsecurity.

RUSI is a ‘go-to’ think tank for the media on defence and securityissues,andits researchiswidelycited. Lastyear,
the Institute had 23,128 media mentions (2019: 22,836).

In 2019-20 the website had 620,293 users, up 20% from the previous year. This reflects the increasingamount of
content produced by RUSI, complemented by sustained social media campaigns encouraging engagement. The
RUSI Twitter accounthas over 75,000 Twitter followers (2018:53,000, 2019:65,000).

RUSI also produced a regular stream of multimedia content, including RUSI events coverage and shortvideos with
RUSI experts. There were over 211,000 views of videos on the Institute’s YouTube channel (2018:131,000,2019:
162,000). This year also saw the initiation of two new podcast series, On the Cusp with Elisabeth Braw, and
Suspicious Transaction Reportby the Centre for Financial Crimeand Security.

Membership

RUSI maintains a relationship with a large community of individuals and organisations. RUSI members haveaccess
to the very best defence and security analysisand events and areintroduced to a network of peers, specialists and
decision-makers. Our membership packages are tailored to suit large and small organisations, companies and
governments, as well as individualsatvarious stages in their career.

The individual membership packages range from web-only memberships to standard, platinum and RUSI
ambassador memberships, with special rates for Under 35s, Over 65s, students and military officers. For
organisations, the Institute offers standard, major and platinum corporate membership packages, as well as
bespoke packages, and concessionary corporate rates for diplomatic and regimental organisations.

In2019-20, RUSI's individual membership stoodat1,712 (2019:1,624). The Institute has 141 corporate members.
Steps were taken to deliver a better serviceto members and grow our membership by reorganisingthe team and
appointinga Director of Membership.
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RUSI Library of Military History

The RUSI Library of Military Historyis a unique collection of national and cultural importance, which underscores
the Institute's heritage and its charitable purpose to promote and advance naval and military history. The
collectionis dedicated to developing our knowledge of conflict, shaping theoretical approaches to modern defence
and security thinking,and engaging more widelyinsocial and cultural discourses.

Over the lastyear, the Libraryactivities included the following:

e The RUSI Museum, 1831-1962 and Digitising the Archive: Jacqui Grainger, RUSI Librarian,and Dr Kristen
Schuster, King’s College London, have collaborated on digitisingthe archivewith Digital Humanities MA
students. They have presented papers atfour conferences inthe UK and the Netherlands and will havea
paper published on their work in 2020. Kristen has also written about this work in a news post on the
library pages of the RUSI website. Jacqui has successfully applied for a Techne AHRC Collaborative
Doctoral Award, in conjunction with the University of Westminster, for the project: The ‘lost’ museum: a
history of empire in objects.

e Women, the Instituteandits Collections:theInstitute’s librarian presented papers attwo conferences on
this theme and had anarticlepublishedin ALISS Quarterly, a written version of the conference papers is
availableonthe library pages of the RUSI website.

e Open House London: The Library successfully organised RUSI’s second contribution to the internationally
significantarchitecturefestival by openingits doors to the wider public and offeringa tour thatexplained
the Institute’s role and history through the architecture of Sir Aston Webb andits collections.

e  RUSI Sculpture Collection & ART UK: as part of a National Heritage Lottery funded project ART UK have
been adding public sculpture to their collections. RUSI was successful in an application for the RUSI
sculpturecollectiontobe added, the sculpture has been photographed and will be accessible on the Art
UK websitein 2020.

Fundraising

In September 2018, RUSI commenced a fundraisinginitiativeto secure £9 million for the first phase of the
campaign to refurbish RUSI’s iconic building at 61 Whitehall. Lord Hague, Sir John Scarlett, Sir Mick Davis, Karin
von Hippel and RUSI’s Development Director, Paul Summerfield have worked extraordinarily hard to lead the
appeal and ensure this year has been successful. As at31 March 2020, £1,772,886 has been received (The 1831
Fund, Google, Incand the 61 Whitehall Fund), and significantfurther pledges have been made.

RUSI is most grateful to The Starr International Foundation, The Law Family Charitable Foundation, The Garfield
Weston Foundation, Sir Mick Davis, The Exilarch’s Foundation, Mr Laurence Geller, the Hintze Family Charitable
Foundation, Google and many others for their pledges and donations.

Section 162A of the Charities Act 2011 requires charities to make a statement regarding fundraising activities.
Although we do not undertake widespread fundraising fromthe general public, thelegislation defines fund raising
as “soliciting or otherwise procuring money or other property for charitable purposes”. Such amounts receivable
are presented inour accounts as “Donations, grants and gifts” and includelegacies.

In relation to the above we confirm that all solicitations are managed internally, without involvement of
commercial participators or other third parties. The day-to-day management of all income generationis delegated
to the executive team, who areaccountableto the trustees.

The charity has not entered into any agreement or undertakingto be bound by any regulatory scheme, and hence
the charity does not consideritnecessaryto comply with any voluntary code of practice.

However RUSI carries out appropriate due diligence on all potential supporters. RUSI has not received any
complaintsinrelation to fundraisingactivities.
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FINANCIAL REVIEW

Financial Position

The Institute has performed well in the year, with total income up by £3,125,136 on the previous 12 months, to
£12,995,277, of which £9,750,484 (2019: £10,867,281) is in unrestricted funds. The principal source of fundingis
research activity, which accounts for 77% of total gross income. Other important sources of funding are
membership subscriptions, donations, conferences and events, facilities/room hire, and publications. Costs remain
under tight control, and charitable expenditure is 95% of total expenditure. The Institute has net income for the
year of £3,232,808 (2019: £1,754,384), of which a surplus of £1,031,149 is in unrestricted funds and a surplus of
£2,201,659 inrestricted funds. The Institute’s freehold property at 61 Whitehall was alsorevalued, resultingina
revaluation deficitof £650,000. Overall the net movement infunds was £2,582,808 (2019:£2,979,384).

The Institute owns the freehold of its headquarters buildingat61 Whitehall. Thefreehold of the building has been
valued at £12.75 million, resulting in a cumulative revaluation of £7,017,977 (and an in-year loss of £650,000)
which forms the major part of the revaluation reserve.

The balancesheet shows net current assets of £4,579,192 (2019: £3,073,951); the figure for current liabilities on
the balance sheet includes subscriptions in advance of £562,142, a non-cash item, which will be recognised as
income in2020-21. Net assets atyear-end have increased from£11,689,529to £14,272,337.

Incorporated in these results is the financial performance of the Institute’s subsidiary RUSI Trading Ltd. The
turnover of RUSI Trading Ltd is £579,290 (2019: £636,976) and the net profit for the year is £256,055 (2019:
£388,584).

These results also include those relating to the Royal United Services Institute (Nairobi) Limited, a company
controlled by the Institute and incorporated in Kenya and limited by guarantee. RUSI (Nairobi) undertakes local
research work on behalf of the Institute, on an exclusive basis,and does not haveany additional tradingactivities.
Duringthe year, the Institute remitted funds totalling£333,914(2019:£498,664) for this purpose. The expenses
incurred in relation to the research projects undertaken by RUSI (Nairobi) are included within the consolidated
statement of financial activities. At 31 March 2020, RUSI (Nairobi) retained cashatbank andin hand of £41,560
(2019: £56,383).

Reserves

The Institute’s total funds at 31 March 2020 stand at £14,272,337, of which £3,023,907 (2019: £822,248) is
restricted and not available for the general purposes of the charity. Of unrestricted funds, £7,957,562 (2019:
£8,607,562)is invested in the RUSI buildingandits heritage assets;the general fund stands at£3,290,868 (2019:
£2,259,719).

RUSI defines its free reserves as the general fund. Two years ago, the trustees set a target for the Institute to aim
to maintain,in normal circumstances, unrestricted reserves sufficient to cover future operating expenditure for at
leastsix months. At 31 March 2020, the unrestricted reserves of £3,290,868 represented approximately five and
a half months of budgeted expenditure for the year ending 31 March 2021. The trustees believe that over time
the six-month target can be achieved, but it will requireexistingincome streams to be increased and new sources
of funding to be secured, as well as continued rigorous control of costs. Whilstitis still possiblethat in the future
the trustees may decide to use some of the unrestricted reserves to fund the redevelopment of 61 Whitehall, this
is not now likely to happen until the uncertainties of the COVID-19 crisisareover.

Risks

The trustees retain overall responsibility for risk management and, through the Finance and Performance
Committee, the Director-General, and senior management, identify, evaluate and manage the risks faced by the
Institute. Aregister of risks ismaintained which includes a description of therisks and uncertainties, together with
the controlsinplaceand actions required to manage those risks and this listis reviewed andrefreshed regularly
throughout the year.
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Four principalrisksarebelieved to be facingthe Instituteat the current time:

The effects of the coronavirus pandemic continueto be felt not just atRUSI, but across the UK economy
and worldwide. The Institute will not be immune to the effects of a serious and prolonged economic
downturn.

Plan/strategy to manage this risk: The Institute maintains close contact with its major funders and is
constantly monitoring its research income pipeline so that it can receive early warning of any issues and
react accordingly. RUSI also has a very diverse list of funders, both geographically and by sector. So far,
RUSI has also been able to adapt rapidly to new working arrangements, thanks to the flexibility and talents
of its staff, and we expect this to continue. The Institute not only continues to deliver on current projects,
but also is well-placed to take advantage of new research opportunities that will inevitably arise because
of this crisis. Finally, if it becomes necessary, RUSI will utilise its general reserves to avert any short term
problems that cannot be overcome by other measures.

The data securityand IT systems of the Institute are compromised insome way leadingto a loss of data
and possiblebreach of the Data Protection Act 1998 and GDPR.
Plan/strategy to manage this risk: The Institute takes cyber security very seriously and constantly strives
forimprovement. Over the last few years a series of measures, including regular training for the Institute’s
staff and increased monitoring of its systems, have been put in place, and RUSI has held the Cyber
Essentials Plus accreditation since 2017. Nevertheless, the Institute and its staff continue to be vigilant
and aware that a cyber-attack is always a possibility. Contact is maintained with the NCSC (National Cyber
Security Centre).
A terroristattack occurs in one of the Institute’s Whitehall buildings, or closeto one of those buildings.
Plan/strategy to manage this risk: The Institute works closely with the police and MOD security as well
as its own security advisers to mitigate this risk.
The reputation of the Institute, not only for the high quality of its research, butalsoforits independence,
isanassetthatis highly-prized. The Institute’s reputation could potentially beatrisk either by association,
for example a scandal attached to a funder, or for something that is in one of the Institute’s outputs,
which may be the subject of a fake news report.
Plan/strategy to manage this risk: The Institute has in place guidelines for carrying out due diligence
procedures wherever appropriate. Its research outputs are evidence-based, and subject to rigorous
internal review. All research staff must adhere to a Research Ethics Code of Conduct and receive training
in the same.

Plans for Future Periods

The Institute has a five-year strategic plan that was drawn up and approved by the trustees in2016-17. The plan
reinforces RUSI’s core values and purposes, as set out above, whilst setting objectives for the five year period
(2017-2022) which can be summarised as follows:

Research —to grow the Institute’s researchincomein a judicious and targeted manner, whilstatthe same
time ensuringthat research outputs are of the highest quality.

Membership and legacy — to grow all membership tiers whilst also improving the quality offered to
members. RUSI will also work to safeguard its historical legacy and widen the public access to the
collections.

Courses and training — to build on recent success in running diplomatic and military courses and to
develop a growing profilein this area through the establishmentof the RUSI Leadership Centre, possibly
making more courses availableonline.

Fundraising-to establish a permanent fundraisinginfrastructure at RUSI (now done) and to raisefunds
for the transformation of 61 Whitehall and to support the Institute more generally. The granting of
planning permissionin April 2018 for the redevelopment and refurbishment of 61 Whitehall is a major
milestone in this process and a first step towards achieving the Institute’s aim of moving the RUSI staff
back into its flagship building in the heart of Whitehall, whilst also carrying out much-needed
refurbishment works to bringthe buildingup to 21st century standards.

Events and outreach activities —to build on the Institute’s position as one of the UK’s leading professional
fora for national and international defence and security issues. RUSI will ensure the highest quality of
publications whilst continuing to manage the transition to electronic platforms and strengthening the
Institute’s brand name inthe defence andsecurity space.

-9-
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® Financial —to generate sufficient surplus funds to build up an operating reserve to protect the Institute
againstthe inevitable ups and downs of research and other income. This process is now well underway,
and, based on our budget for 2020-21, we expect itto continue, although we acceptthere is an additional
element of uncertainty introduced by the COVID-19 crisis

The trustees’ perspective of the future direction of the Institute is influenced by the financial difficulties and
uncertainties that have beset the Institute throughout its long history. However, the acquisition of the freehold
of 61 Whitehall fiveyears ago transformed the Institute’s balancesheet and, for the first time, set the Instituteon
a secure financial footing. In addition, the continued growth and strong performance of the research business
over the lastfour years has allowed the Institute to establish an unrestricted reserve. The trustees intend to build
on these encouragingadvances, and to develop the Institute to its full potential, whilstremaining prudent inthe
management of financial risk.

STRUCTURE, GOVERNANCE AND MANAGEMENT
RUSI is a UK registered charity and the governing document is a Royal Charter dated 22 February 1860.

RUSI recognises that good governance in a charity is fundamental to its success. RUSI and its trustees are
continually working towards achieving the highest standards of governance, by reference to the principles and
recommended practiceofthe Charity Governance Code (July 2017).

The Council of Trustees is accountableto the membership of the Institute, and all its members are elected at the
Annual General Meeting or at a Special General Meeting. The Council of Trustees is responsible for appointinga
Nominating Committee to provide advice on its nominations and co-options for the position of Chair, Vice-Chair
and elected members. The Council meets at leastfourtimes a year. Once elected, the Institute has aninduction,
trainingand education programme in place for trustees. The term of office for trustees (other thanthe Chairand
Vice-Chair)is four years; for the Chair and Vice-Chairitis fiveyears.

The Council of Trustees bears the legal responsibility for the oversight of the Institute andits finances as defined
in UK Law and the Institute’s Charter of Incorporation and Bye-Laws and resolutions. The trustees advise the
Director-General on matters relevant to the management of the business of the Institute, and are responsible for
the appointment of the Director-General and Chief Finance Officer. One of the Institute’s four Standing
Committees is the Financeand Performance Committee which reviews finances, performance, risk management,
auditandreporting of the Institute and its subsidiaries.

The Director-General is the Chief Executive of the Institute and Secretary to the Council of Trustees. He or sheis
responsible for the day-to-day activities and current business of the Institute, including the management of the
staff,to whom the Director-General may delegate duties. The trustees, acting on the advice of the Remuneration
Committee, setthe remuneration and benefits of the Director-General and Deputy Director-General.

The Institute’s Advisory Board provides advice to the Director-General on the development of the Institute’s
programmes and agenda, including fundraising for the long-term benefit of the Institute. Members of the Advisory
Board may be called upon from time-to-time to contribute in other ways, relevant to their expertise and

experience.

RUSI Trading Limited is the wholly owned trading subsidiary of the charity. Its results are consolidated within the
group financial statements (see note 9 for further details).

The followingorganisationsarealso controlled by RUSI:
RUSI (US) Foundation, a US 501 (c) (3) tax-exempt charity with its own board of trustees,
Royal United Services Institute (Nairobi) Limited, a company incorporated in Kenya and limited by guarantee.

RUSI Europe, an AISBL established in Belgium.
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REFERENCE AND ADMINISTRATIVE DETAILS

The charity registration numberis 210639.

The principal address of the charityis:

Whitehall

London
SW1A 2ET

The Patron

Her Majesty The Queen

The President

His Royal Highness The Duke of Kent KG, GCMG, GCVO, ADC
Senior Vice President

General (Ret'd) David Petraeus

Vice Presidents

The Rt Hon the Lord Hutton of Furness
Vice Admiral Rory McLean CB OBE

Trustees

The Rt Hon Douglas Alexander

The Rt Hon the Baroness Ashton GCMG (retired 28 May 2019)
Ambassador Sylvie-Agnés Berman

Sir Roger Bone KCMG

Mr John Dowdy

Mr Laurence Geller CBE

Mr Nik Gowing

The Rt Hon the Lord Hague of Richmond FRSL — Chairman
Ms Jan Hall OBE

General the Lord Houghton of Richmond GCB CBE ADC
Ms Alison Levitt QC

Ms Suzanne Raine

The Lord Ricketts GCMC GCVO

SirJohn Scarlett KCMG OBE — Vice Chairman

His Gracethe Duke of Wellington OBE DL

Mr lan Willis (retired 18 July 2019)

The Advisory Board

The Rt Hon the Lord Arbuthnot of Edrom

Ms Jane Attwood

Mr Rory Bremner FKC

The Rt Hon the Lord Campbell of Pittenweem CH CBE QC
Mr Chris DiBona

Lieutenant General (Ret'd) Sir Robert Fry KCB CBE
Ms Mina Gerowin

Mr David Giampaolo

Mr Bob Keen

Her Excellency Ms Sarah MacIntosh CMG

Dr Greg Mills

Mr William Nye LVO

Sir Andrew Parker KCB

Mr Harper Reed
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Mr Michael Ridley
Dr Rhodri Williams
Ms Caroline Wyatt

Senior Management
Dr Karin von Hippel — Director-General
Mrs Deborah Pourkarimi —Chief Finance Officer and Chief Operating Officer

Professor Malcolm Chalmers —Deputy Director-General
Dr Jonathan Eyal — Associate Director, Strategic Research Partnerships

Principal Advisers:

Auditors Bankers

PKF Littlejohn LLP HSBC Bank PLC
15 Westferry Circus 69 Pall Mall
London London

E14 4HD SW1Y 5EY

Signed on behalf of the Council of Trustees

[ ok Uil rage

OEF45B3EFBBCA474...

Lord Hague of Richmond 15 July 2020
Chairman
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FOR DEFENCE AND SECURITY STUDIES
STATEMENT OF RESPONSIBILITIES OF THE TRUSTEES

The trustees are responsible for preparing the annual report and the financial statements in accordance with
applicablelawand United Kingdom Generally Accepted Accounting Practice.

Law applicable to charities in England and Wales requires the trustees of the charity, to prepare financial
statements for each financial period which give a true and fair view of the charity's financial activities during the
period and of its incomingresources and application of resources for the period. In preparing financial statements
givinga true andfair view, the trustees shouldfollowbestpracticeand:

o select suitableaccounting policies and then apply them consistently;
o make judgements and estimates that are reasonableand prudent;

o state whether applicable accounting standards and statements of recommended practice have been
followed, subjectto any departures disclosed and explainedin the financial statements; and

o prepare the financial statements on the going concern basis unlessitisinappropriate to presume the charity
will continuein operation.

The trustees are responsible for keeping proper accounting records which disclose with reasonableaccuracy the
financial position of the charity and which enable them to ascertain the financial position of the charity and to
ensure that the financial statements comply with applicable law and the charity's Royal Charter. They are also
responsible for safeguarding the assets of the charity and hence for taking reasonable steps for the prevention
and detection of fraud and other irregularities.

The trustees are responsible for ensuring that the Report of the trustees and other information included is
prepared inaccordancewith charity lawin the United Kingdom.
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FOR DEFENCE AND SECURITY STUDIES
INDEPENDENT AUDITORS’ REPORT TO THE TRUSTEES

Opinion

We have audited the financial statements of the Royal United Services Institute of Defence and Security Studies
(“the Parent Charity”) and its subsidiaries (“the Group”) for the year ended 31 March 2020 which comprise the
consolidated statement of financial activities, the consolidated and charity balance sheet, the consolidated cash
flow statement and notes to the financial statements, includinga summary of significantaccounting policies. The
financial reporting framework that has been applied in their preparation is applicable law and United Kingdom
Accounting Standards, including Financial Reporting Standard 102 The Financial Reporting Standard applicable in
the UK and Republic of Ireland (United Kingdom Generally Accepted Accounting Practice).

In our opinion, the financial statements:

e give a true and fair view of the state of the Group’s and of the Parent Charity’s affairsasat 31 March 2020
and of the Group’s incomingresources and application of resources for the year then ended;

e have been properly prepared in accordance with United Kingdom Generally Accepted Accounting Practice
and

e havebeen prepared inaccordancewith the requirements of the Charities Act2011.

Basis for opinion

We conducted our auditin accordance with International Standards on Auditing (UK) (ISAs (UK)) and applicable
law. Our responsibilities under thosestandards arefurther described in the Auditor’s responsibilities for the audit
of the financial statements section of our report. We are independent of the Group and the Parent Charity in
accordance with the ethical requirements relevantto our auditofthe financial statements inthe UK, including the
FRC's Ethical Standard, and we have fulfilled our other ethical responsibilities in accordance with these
requirements. We believe that the auditevidence we have obtained is sufficientand appropriate to provide a basis
for our opinion.

Emphases of matter

We draw attention to note 1a of the financial statements, which describes the Group’s assessment of the COVID -
19 impacton its ability to continue as a going concern. The trustees have explained that the events arising from
the COVID-19 outbreak do not impactthe useof the going concern basis of preparation nor do they castsignificant
doubt about the Group’s ability to continue as a going concern for a period of at least 12 months from the date
when the financial statements are authorised forissue.

We alsodrawattention to note 5a of the financial statements, which describes the material valuation uncertainty
which the property valuerincludedin their valuation reporton the freehold property at 31 March 2020.

Our opinionis notmodifiedin respect of either of these matters.

Conclusions related to going concern

We havenothing to reportinrespect of the following matters in relation to which the ISAs (UK) require us to report
to you where:

e the trustees’ use of the goingconcern basis of accountingin the preparation of the financial statements is not
appropriate; or

e the trustees have not disclosedinthefinancial statements any identified material uncertainties that may cast
significantdoubtabout the Group or the Parent Charity’s ability to continue to adoptthe going concern basis
of accounting for a period of at least twelve months from the date when the financial statements are
authorised forissue.
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Other information

The other information comprises the information included in the Annual Report, other than the financial
statements and our auditor’s report thereon. The other information comprises: Annual Report of trustees. The
trustees are responsiblefor the other information.

Our opinion on the financial statements does not cover the other information and, except to the extent otherwise
explicitly stated in our report, we do not express anyform of assurance conclusion thereon.

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

We have nothingto reportin this regard.

Matters on which we are required to report by exception

We have nothing to report inrespect of the following matters inrelationto which the Charities Act 2011 require
us to report to you if,in our opinion;

e the information contained inthefinancial statements is inconsistentin any material respectwith the trustees’
Annual Report; or

e adequate accountingrecords havenot been kept by the Parent Charity; or
e the Parent Charityfinancial statements are not in agreement with the accountingrecords and returns; or

e we have not received all the information and explanations werequire for our audit.

Responsibilities of Trustees

As explained more fully in the Statement of Responsibilities of the trustees, the trustees are responsible for the
preparation of the financial statements and for being satisfied that they give a true and fair view, and for such
internal control as thetrustees determines is necessary to enable the preparation of financial statements that are
free from material misstatement, whether due to fraud or error.

In preparingthe financial statements, the trustees are responsible for assessing the Group’s and the Parent
Charity’s ability to continue as a going concern, disclosing, as applicable, matters related to going concern and

usingthe goingconcern basis ofaccountingunless the trustees either intend to liquidate the Group or the parent
Charity or to cease operations, or have no realisticalternative butto do so.

Auditor’s responsibilities for the audit of the financial statements

We have been appointed as auditor under section 144 of the Charities Act2011 and reportinaccordancewith the
Act andrelevant regulations made or having effect thereunder.
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INDEPENDENT AUDITORS’ REPORT TO THE TRUSTEES

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free
from material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our
opinion. Reasonable assuranceis a high level of assurance, but is not a guarantee that an audit conducted in
accordancewith ISAs (UK) will always detecta material misstatementwhen itexists. Misstatements can arise from
fraud or error and are considered material if,individually or in the aggregate, they could reasonably be expected
to influencethe economic decisions of users taken on the basis of these financial statements.

A further description of our responsibilities for the audit of the financial statements is located at the Financial
Reporting Council’s (“FRC’s”) website at:
https://www.frc.org.uk/auditorsresponsibilities. This description forms partof our auditor’s report.

Use of our report

This reportis madesolelytothe Charity’s trustees, as a body, inaccordancewith the Charities Act2011. Our audit
work has been undertaken sothat we might state to the Charity’s trustees those matters we arerequired to state
to them in anauditor’s report and for no other purpose. To the fullestextent permitted by law, we do not accept
or assumeresponsibility to anyone other than the Charity and the Charity’s trustees as a body, for our auditwork,
for this report, or for the opinions we have formed.

E625502F16F0482...

PKF Littlejohn LLP
Statutory Auditor
London,

United Kingdom

Date: 15 July 2020

PKF Littlejohn LLP is eligible for appointment as auditor of the charity by virtue of its eligibility for appointmentas
auditor of a company under section 1212 of the Companies Act 2006.

PKF Littlejohn LLP is a limited liability partnership registered in England and Wales (with registered number
0C342572).
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FOR DEFENCE AND SECURITY STUDIES

CONSOLIDATED STATEMENT OF FINANCIAL ACTIVITIES
FOR THE YEAR ENDED 31 MARCH 2020

Unrestricted Restricted Year to Year to

Funds Funds 31 March 31 March

2020 2020 2020 2019

Note £ £ £ f

Income
Donations, grants and gifts 35,957 1,183,484 1,219,441 470,766
Charitableactivities 9,413,516 2,061,209 11,474,725 9,072,312
Other tradingactivities 294,280 - 294,280 325,650
Income from investments 6,831 - 6,831 1,413
Total income and endowments 2 9,750,584 3,244,693 12,995,277 9,870,141
Expenditure
Raisingfunds 517,720 - 517,720 394,640
Charitableactivities 8,201,715 1,043,034 9,244,749 7,721,117
Total expenditure 3 8,719,435 1,043,034 9,762,469 8,115,757
Net income/(expenditure) 1,031,149 2,201,659 3,232,808 1,754,384
Other recognised gains
Revaluation of freehold land and buildings (650,000) - (650,000) 1.400,000
Disposal of heritage assets - - - (175,000)
Net movement in funds 381,149 2,201,659 2,582,808 2,979,384
Balances atl1 April 2019 10,867,281 822,248 11,689,529 8,710,145
Balances at 31 March 2020 11,248,430 3,023,907 14,272,337 11,689,529

Of the consolidated income and expenditure, £11,660,481 (2019 £9,233,164) of income and £9,305,397 (2019
£7,867,369) of expenditure relates to the charity.

All of the income and expenditure is derived from continuingactivities. There areno other recognised gains or losses
other than those stated above.

The accompanying notes on pages 21 to 32 form an integral partof these financial statements.
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FOR DEFENCE AND SECURITY STUDIES

CONSOLIDATED BALANCE SHEET
AS AT 31 MARCH 2020

31 March 31 March
2020 2019
Note £ £ £ £

TANGIBLE FIXED ASSETS 5a 13,890,635 14,148,555
HERITAGE ASSETS 5b 1,345,705 1,345,705

15,236,340 15,494,260
CURRENT ASSETS
Debtors 6 5,352,160 2,870,881
Cashat Bank 3,673,451 3,244,004
CREDITORS:
Amounts falling due within one year
Creditors 7 4,234,359 3,954,934
Bank loan 212,060 86,000

4,446,419 4,040,934

NET CURRENT ASSETS/(LIABILITIES) 4,579,192 2,073,951
TOTAL ASSETS less current liabilities 19,815,532 17,568,211
AMOUNTS FALLING DUE AFTER
MORE THAN ONE YEAR 8 5,543,195 5,878,682
NET ASSETS 14,272,337 11,689,529
FUNDS EMPLOYED
Unrestricted fund — General fund 3,290,868 2,259,719
Unrestricted fund —Revaluation reserve 7,957,562 8,607,562
Restricted funds 13 3,023,907 822,248

14,272,337 11,689,529

The financial statements were approved and authorised forissue by the trustees on 15 July 2020.

DocuSigned by: DocuSigned by:
Lord William Hague Sir Jolun Scarledt
OEF45B3EFBBC474... EC330B118EC745E...
Lord Hague of Richmond Sir John Scarlett KCMG OBE
Chairman Vice-Chairman

The accompanying notes on pages 21 to 32 form an integral partof these financial statements.
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ROYAL UNITED SERVICES INSTITUTE

FOR DEFENCE AND SECURITY STUDIES

CHARITY BALANCE SHEET
AS AT 31 MARCH 2020

31 March 31 March
2020 2019
Note £ £ £ £
TANGIBLE FIXED ASSETS 5a 13,882,998 14,148,555
HERITAGE ASSETS 5b 1,345,705 1,345,705
INVESTMENT IN SUBSIDIARY 9 100 100
15,228,803 15,464,360

CURRENT ASSETS
Debtors 6 5,399,409 2,761,205
Cashat Bank 2,197,864 3,171,581

7,597,273 5,932,786
CREDITORS:
Amounts falling due within one year
Creditors 7 2,798,484 3,772,935
Bank loan 212,060 86,000

3,010,544 3,858,935
NET CURRENT ASSETS/(LIABILITIES) 4,586,729 2,073,851
TOTAL ASSETS less current liabilities 19,815,532 17,568,211
AMOUNTS FALLING DUE AFTER
MORE THAN ONE YEAR 8 5,543,195 5,878,682
NET ASSETS 14,272,337 11,689,529
FUNDS EMPLOYED
Unrestricted fund — General fund 3,290,868 2,259,719
Unrestricted fund —Revaluation reserve 7,957,562 8,607,562
Restricted funds 13 3,023,907 822,248

14,272,337 11,689,529

The financial statements were approved and authorised forissueby the trustees on 15 July 2020

DocuSigned by: DocuSigned by:
@M (William traggue ES(V Jolun Searledt
OEF45B3EFBBCA474... EC330B118ECT745E...

Lord Hague of Richmond Sir John Scarlett KCMG OBE

Chairman Vice-Chairman

The accompanyingnotes on pages 21 to 32 form an integral partof these financial statements.
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CONSOLIDATED CASH FLOW STATEMENT
FOR THE YEAR ENDED 31 MARCH 2020

Year to Yearto
31 March 31 March
2020 2019
£ £
Cash flows from operating activities:
Net cash provided by (used in) operating activities 1,100,675 2,282,027
Cash flows from investing activities:
Interest from investments 6,831 1,413
Purchase of property, plant and equipment (468,632) (127,158)
Purchase of heritage assets - (3,360)
Net cash provided by (used in) investing activities (461,801) (129,105)

Cash flows from financing activities:
Repayments of borrowing (209,427) (207,784)
Cashinflows from new borrowing - -

Net cash provided by (used in) financing activities (209,427) (207,784)
Change in cash and cash equivalents in the reporting period 429,447 1,945,138
Cashand cash equivalents at the beginning of the reporting period 3,244,004 1,298,866
Cashand cash equivalents at the end of the reporting period 3,673,451 3,244,004

Reconciliation of netincome/(expenditure) to net cash flow
from operating activities

Net income/(expenditure) for the reporting period (as per

The Statement of Financial Activities) 3,232,808 1,754,384
Adjustments for:

Depreciation charges 76,552 68,428
Dividends, interest and rent from investments (6,831) (1,413)
(Increase)/decrease in debtors (2,481,279) (276,234)
Increase/(decrease) in creditors 279,425 736,862
Net cash provided by (used in) operating activities 1,100,675 2,282,027

Analysis of cash and cash equivalents
Cashin hand 3,673,451 3,244,004

Total cash and cash equivalents 3,673,451 3,244,004

The accompanying notes on pages 21 to 32 form an integral partof these financial statements.
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d)

e)

ROYAL UNITED SERVICES INSTITUTE

FOR DEFENCE AND SECURITY STUDIES
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2020
ACCOUNTING POLICIES

The financial statements of the charity, whichis a public benefit entity under FRS 102, have been prepared under
the historical cost convention in accordance with the Financial Reporting Standard applicablein the UK and
Republic of Ireland (FRS 102), the Accounting and Reporting by Charities: Statement of Recommended Practice
applicabletocharities preparingtheir accounts inaccordance with the Financial Reporting Standard applicablein
the UK and Republic of Ireland (FRS 102) (Charities SORP (FRS 102)), and the Charities Act 2011. This is the third
year that the accounts have been prepared under FRS 102.

In preparing the separate financial statements of the parent charity,advantage has been taken of the following
disclosure exemptions availablein FRS102:
e nocashflowstatement is presented for the charity;and
e nodisclosurehas been given for the aggregate remuneration of the key management personnel of the
parent charity as their remuneration is included in the totals for the group as a whole.

The consolidated financial statements include the accounts of Royal United Services Institute for Defence and
Security Studies, and its subsidiary undertakings, RUSI Trading Limited, Royal United Services Institute (Nairobi)
Limited and RUSI Europe AISBL. The results of the subsidiaries areincluded ona line-by-linebasis.

Going concern

After reviewing the charity’s forecasts and projections and its reserves, the trustees have concluded that the
charity has adequate resources to continue in operation for the foreseeable future. In reaching this conclusion,
the trustees have assessed the ability of the charity to continue to operate in spite of the challenges presented by
COVID-19. The charity therefore continues to adopt the going concern basis in preparingits financial statements.

Recognition of income

All incoming resources are taken to income when there is entitlement to funds, the receipt is probable, and the
amount can be measured reliably. The proportion of subscriptionsrelatingto periods subsequentto the balance
sheet date arecarried forwardandincluded as subscriptions inadvanceunder current liabilities.

Income relatingto conferences, events and facilities hireis recognised at the date of the event. Income relating
to research contracts is recognised over the duration of the contract term.

Expenditure

Expenditure is included onanaccruals basis. Thetotal resources expended have been categorised by activity and
where costs areincurredin relation to more than one activity, these have been apportioned on the basis of staff
time costs (see note 3). Governance costs are those costs whichrelate to the governance costs of the charity as
opposed to those costs associated with raising funds or charitableactivity. These costs include external audit, legal
advicefor trustees and costs associated with constitutional and statutory, and strategic requirements.

Operatingleases

Amounts payable under operating leases are charged to the Statement of Financial Activities evenly to the date
of the next rent review. The benefit of any incentive to signan operating leaseis spread on a straight-line basis
over the term of the lease.

Tangiblefixed assets

Tangible fixed assets costing more than £300 are capitalised. Depreciation on fixed assets is provided on costin
equal annual instalments over their estimated useful lives atthe followingrates per annum:

Freehold land and buildings Nil

Furniture and fittings 15%
Officeequipment 33%
Leasehold improvements over the term of the lease
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ROYAL UNITED SERVICES INSTITUTE

FOR DEFENCE AND SECURITY STUDIES

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2020

Assets under construction  Nil until broughtinto use

The freehold land and buildings arethelnstitute’s historic Gradell* Listed headquarters buildingin the W hitehall
Conservation Area. They are revalued on a regular basis by obtaining an external valuation at least every five
years, subject only to obtaining advice as to the possibility of any material movements between individual
valuations.

No depreciationis charged on freehold land and buildings on the basis thatitis immaterial. The charity adopts a
revaluation model, whereby the property is revalued on a regular basis by obtaining an external valuation, and
any depreciation would be written back on the upwards revaluation. The Trustees consider there to be no
depreciation on the building element of the property.

Fund accounting

Unrestricted funds, being general funds, comprise those monies which may be used towards meeting the
charitable objectives of the Institute at the discretion of the Trustees. Restricted funds are monies for which the
funder has imposed conditions or restrictions as to their use.

Heritage assets

RUSI holds a collection of heritage assets of artistic and historical merit. These includebooks heldinthe libraryas
well as paintings and silverware. The paintings andsilverwarewere subject to a professional valuationin March
2018 andthe library books weresubjectto a professionalvaluationin May 2016, in both cases by external valuers.
The costof obtaininganannual valuation outweighs the valueof any resultantbenefit. These values have been
reflected inthe accounts, as permitted by the Charities SORP (FRS 102). The trustees consider therealisablevalue,
or the valuein use, is notless than the carrying value in the financial statements and therefore no depreciation
has been charged.

Foreign currency

Assets and liabilities in foreign currenciesaretranslated into sterling attherates of exchange rulingatthe balance
sheet date. Transactions in foreign currencies are translated into sterling at the rate ruling on the date of the
transaction. Exchangedifferences aretaken into accountinarrivingatnetincomingresources.

Retirement Benefits

The Institute operates a defined contribution Group Personal Pension Plan. Employer contributions arecharged
to the Statement of Financial Activities asthey become payableinaccordancewith the rules of the scheme.

Trade debtors

Debtors are recognised at recoverableamount includingany provision for doubtful debts.

Creditors and provisions

Creditors and provisionsarerecognised where the group has a present obligation resulting froma past event that
will probably result in the transfer of funds to a third party and the amount due to settle the obligation can be
measured or estimated reliably.

Judgements inapplyingaccounting policiesand key sources of estimation uncertainty

A key judgement made in the preparation of the financial statements relates to the recognition of income from

research activity and related accrued or deferred income balances. The key judgement appliedis in relation to
assessment of the stage of completion of individual projects.
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ROYAL UNITED SERVICES INSTITUTE

FOR DEFENCE AND SECURITY STUDIES

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2020
Donated goods, facilitiesand services

Donated goods, facilities and services provided to the Institute arerecognised at fair value, unless itis impractical
to measure this reliably. An equivalentamount is included as expenditure under the relevant heading in the
Statement of Financial Activities.

ANALYSIS OF INCOME

Donations, grants and gifts
Income from charitableactivities
Conferences and events
Research

Subscriptions

Publications

Income from tradingactivities
Facilities /Room hire

Bank depositinterest received

Total income

Unrestricted
Funds
2020
£
35,957

298,033
8,008,043
973,796
133,644

294,280
6,831

9,750,584

Restricted Year to
Funds 31 March
2020 2020
£ £

1,183,484 1,219,441
- 298,033
2,061,209 10,069,252
- 973,796

- 133,644

- 294,280

- 6,831
3,244,693 12,995,277

Year to
31 March
2019

£
470,766

324,635
7,669,418
878,537
199,722

325,650
1,413

9,870,141

Inthe year ended 31 March 2019, restricted funds incomewas £700,111 splitinto £461,786in the form of donations
and £238,325in the form of research.

ANALYSIS OF EXPEN DITURE

Total costs of activities comprise:

Fadlities
Fundraising

Total cost of raising funds

Conferences and events
Research

Publications

Me mbership
Othersupport to members
Gowvernance costs

Total cost of charitable activities

Staff Direct
costs costs

£ £
110,857 84,990
189,528 12,885
300,385 97,875
268,109 235,122
2,653,409 3,397,777
259,643 59,097
216,328 -
521,394 -
55,985 -
3,974,868 3,691,996
4,275,253 3,789,871

Allocated
costs
£

40,316
79,144

119,460

111,969
1,030,633
108,445
90,342
211,158
25,338

1,577,885

1,697,345

Year to
31 March
2020
Total

£

236,163
281,557

517,720

615,200
7,081,819
427,185
306,670
732,552
81,323

9,244,749

9,762,469

Yearto
31 March
2019
Total

£

200,314
194,326

394,640

604,245
5,866,270
322,901
215,134
547,746
164,821

7,721,117

8,115,757

Staff costs aboveincluderecruitment and other staff benefit costs of £18,844 (2019:£5,333) whicharenot included
inthe separateanalysis of staff costs below. These have been allocated directly to activities based on the time spent
ineach area of activity. Fundraisingincludes the costs of generating voluntaryincomeand general promotional costs

to raisethe profileof the Institute.
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Allocated costs comprise:

Year to Yearto
31 March 31 March
Finance and 2020 2019
Establishment Admin Other Total Total

£ £ £ £ £
Fadlities 20,591 18,721 1,004 40,316 29,963
Fundraising 40,417 36,755 1,972 79,144 48,649
Conferences and events 57,179 52,000 2,790 111,969 108,821
Research 541,556 464,176 24,901 1,030,633 700,220
Publications 55,375 50,368 2,702 108,445 71,774
Me mbership 46,135 41,956 2,251 90,342 55,780
Othersupport to members 107,832 98,065 5,261 211,158 142,015
Gowvernance costs 12,942 11,765 631 25,338 113,841
882,027 773,806 41,512 1,697,345 1,271,063

Allocated costs, which do notincludestaff costs, have been calculated based on the estimated activity with regard
to the stafftime costs attributableto each area.

Group and Group and
Charity Charity

Year to Yearto

31 March 31 March

2020 2019

£ £
Total expenditure includes:

Salaries and wages 3,696,799 2,878,776
Pension costs - defined contributions scheme 185,373 140,592
National insurance 348,845 310,468
Holiday pay reserve 25,392 19,237
4,256,409 3,349,073

The average number of staff employed during the year was: 86 75
Employees remuneration between £60,000 and £70,000 2 2
Employees remuneration between £70,000 and £80,000 3 6
Employees remuneration between £80,000 and £90,000 2 -
Employees remuneration between £100,000 and £110,000 1 -
Employees remuneration between £120,000 and £130,000 - 1
Employees remuneration between £130,000 and £140,000 1 -
Employees remuneration between £140,000 and £150,000 - 1
Employees remuneration between £150,000 and £160,000 1 -
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The following key management personnel received a total of £609,822 (2019:£601,828) in remuneration and

benefits:

Karinvon Hippel

Malcolm Chalmers

Deborah Pourkarimi

Jonathan Eyal

Andrew Glazzard (until 30 September 2019)

The remuneration and benefits received by the Director General were as follows:

Karinvon Hippel £183,301(2019: £166,563)

Net income for the year is stated after charging:

Auditor’s remuneration for:  Audit fees
(Over)/under accrual in previous year
Depreciation
Operatinglease rentals —plant and machinery
—land and buildings

Governance costs comprise:
Staff costs

Establishment costs
Administration costs
Finance costs

Other costs

Group and
Charity
Year to

31 March
2020
£

14,500

76,552
24,865
331,837

55,985
12,942
7,138
4,627
631

81,323

Group and
Charity
Yearto

31 March
2019
£

14,920

68,428
24,865
229,171

50,980
9,031
3,904
4,526

96,231

164,672

No remuneration was paidto the trustees inthe current or preceding periods. Inthe current period no trustee has
been reimbursed expenses in connection with services provided to the Charity (2019: No trustee was reimbursed

expenses).

4 TAXATION

The Institute is registered under the Charities Act 2011 and accordingly itis notliable for corporation tax on its

income, including capital gains, arising fromcharitableactivities.
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5a. TANGIBLE FIXED ASSETS — Group and Charity

Cost or value
At 1 April 2019
Additions

Revaluation

At 31 March 2020

Accumulated depreciation

At 1 April 2019
Charge for the year

At 31 March 2020

Net book amount

At 31 March 2020

At 31 March 2019

Other
Freehold Assets Tangible
land & under Fixed
buildings construction Assets Total
f £ f f
13,400,000 631,154 985,153 15,016,307
- 9,349 459,283 468,632
(650,000) - - (650,000)
12,750,000 640,503 1,444,436 14,834,939
- - 867,752 867,752
- - 76,552 76,552
- - 944,304 944,304
12,750,000 640,503 500,132 13,890,635
13,400,000 631,154 117,401 14,148,555

All the fixed assets of the Institute are held for charitable purposes.

The net book amount of £500,132 (2019:£117,401) in relation to other tangible fixed assets comprises leasehold
improvements of £393,846 (2019:£18,654); office equipment of £96,376 (2019:£84,789); and furnitureand fittings

of £9,910(2019: £13,958).

A full valuation of freehold land and buildings was undertaken by Savills, a firm of chartered surveyors, as at 31
March 2019. This was updated though a desktop valuationas at31 March 2020 to give anindicative opinion of fair
value at £12.75 million. In the light of the COVID-19 pandemic, the valuation provided by Savills as at 31 March
2020 is reported as being subject to ‘material valuation uncertainty’ as set outin VPS 3 and VPGA 10 of the RICS

Valuation-Global Standards.
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5b. HERITAGE ASSETS—Group and Charity

Paintings
Silverware, Furniture
Marble
£
Cost or value
At 1 April 2019 897,560
Additions -
Disposal -
Net Book Amount
At 31 March 2020 897,560
At 31 March 2019 897,560

Library
Books

448,145

448,145

448,145

Total

1,345,705

1,345,705

1,345,705

1. Paintings and silverware were subject to an external professional valuation in March 2018 by Bonhams Valuers and
Auctioneers and were valued at£718,640 on an open market basis takingaccountof expected selling costs. Library books
were subject to an external professional valuationin May 2016 by Bernard Quaritch Limited (who are antiquarian
booksellers) and werevalued at£447,000 on an open market basistakingaccount of expected selling costs. The historical

costof Paintings, Silverwareand Library Books is notavailable.

2. The Siborne model of the Waterloo Campaign was valued by Bonhams Valuers and Auctioneers in May 2012 at
£350,000. The model is currently on display atthe National Army Museum (“NAM”), and it was agreed during2018/19
that the model should be owned jointly (ona 50/50 basis) between RUSI and NAM.

Five year summary of heritage asset transactions

2020 2019 2018
Additions
Purchases - - 227
Donations - 3,360 -
Disposals
Carrying value - 175,000 -
Sales proceeds - - -
6 DEBTORS Group Charity
Year to Year to
31 March 31 March
2020 2020
£ £
Trade debtors 3,177,430 3,137,175
Sundry debtors and prepayments 2,174,730 2,140,505
Amounts owed by group undertaking - 121,729
5,352,160 5,399,409

27

2017

918

Group

Year to
31 March
2019

£

1,584,721
1,286,160

2,870,881

2016

1,797

Charity
Year to
31 March
2019

£

1,396,543

1,285,702
78,960

2,761,205
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7 CREDITORS Group Charity Group Charity
Year to Year to Year to Year to
31 March 31 March 31 March 31 March
2020 2020 2019 2019
£ £ £ £
Trade creditors 648,364 621,274 841,717 814,750
Sundry creditors and accruals 645,147 609,624 685,688 530,656
Deferred income 2,940,848 1,567,586 2,427,529 2,427,529
4,234,359 2,798,484 3,954,934 3,772,935
Analysis of movement in deferredincome
Group and charity Balance at Income Income Balanceat
1 April released deferred 31 March
2019 inyear in year 2020
£ f £ f
Deferred researchincome 2,032,372 (9,844,659) 10,190,993 2,578,706
Subscriptions inadvance 395,157 (973,796) 1,140,781 562,142
2,427,529 (10,818,455) 11,331,774 2,940,848
8 AMOUNTS FALLING DUE AFTER Group Charity Group Charity
MORE THAN ONE YEAR Year to Year to Year to Year to
31 March 31 March 31 March 31 March
2020 2020 2019 2019
£ £ £ f
Loans 5,543,195 5,543,195 5,878,682 5,878,682
Loans arerepayableas follows:-
Group Charity Group Charity
Year to Year to Year to Year to
31 March 31 March 31 March 31 March
2020 2020 2019 2019
£ £ £ £
Within one year 212,060 212,060 86,000 86,000
Between two and five years 625,967 625,967 758,929 758,929
After five years 4,917,228 4,917,228 5,119,753 5,119,753
5,755,255 5,755,255 5,964,682 5,964,682
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Loans consistofthe followingadvances:

10

1. £200,000repayableon 14 February 2022 and bearinginterest at a fixed rate of 3.09% for the entire duration of
the loan. The group is making repayments of £3,594.29 per month. The amount outstandingat 31 March 2020
was £80,367 of which £40,000 was due withinone year.

2. A £5.8 millionloan forthe purpose of assisting with the purchase of the freehold interestin 61 Whitehall. The
term of the loanis 10 years from 27 March 2015 and the interest rate is 2.5% per annum over the Bank of
England baserate. However, from 27 March 2018, for a period of 60 months, the interest rate has been fixed
at3.75% during which period there will be 60 capital-and-interest repayments of £28,505.24. The loanis secured
by a firstlegal chargeover the freehold property at 61 Whitehall.

3. £230,000repayableon 29 November 2022 and bearinginterest at a fixed rate of 3.38% for the entire duration
of the loan. The group is making repayments of £4,107.87 per month. The amount outstanding at 31 March
2020 was £127,357 of which £46,000 was due within one year.

INVESTMENT IN SUBSIDIARY
RUSI Trading Limited (company number 3147032) was incorporated on 16 January 1996 with an authorised share
capital of 1,000 sharesof £1 each. The issued and fully paid-up capitalis £100. RUSI Trading Limited is wholly owned

by the Institute andits principalactivity in theyear was the provision of function and conference activities.

RUSI Trading Limited’s profit and loss accountfor the year ended 31 March 2020 was as follows:

Year to Year to
31 March 31 March
2020 2019

£ £
Turnover 579,290 636,976
Expenses 323,235 248,392
Profit for the year before gift aid 256,055 388,584
Qualifying charitable donation to RUSI (256,055) (388,584)

Profit for the year - -

The profitin the year to 31 March 2020 was £256,055 (2019: £388,584) and this amount was paid under deed of
covenant to the Royal United Services Institute for Defence and Security Studies.
At 31 March 2020 RUSI Trading Limited had assets of £130,959, liabilities of £130,859 and funds of £100.

RELATED PARTIES

The Institute controls, through the ability to appointthe majority of trustees, a US Not for Profitorganisation RUSI
(US) Foundation, which has a tax status of 501 (C) 3. This is used as a conduit between US Foundations and the
Institute in the UK.

The Institute also controls Royal United Services Institute (Nairobi) Limited, a company incorporatedin Kenya and
limited by guarantee. RUSI (Nairobi)undertakes local research work on behalf of the Institute, on an exclusive basis,
and does not have any additional activities. Duringthe year, the Institute remitted funds totalling £333,914 (2019:
£498,664) for this purpose. The expenses incurredinrelation to the research projects undertaken by RUSI (Nairobi)
are included within the consolidated statement of financial activities. At 31 March 2020 RUSI (Nairobi) retained
cashatbankandinhand of £41,560(2019:£56,383).

During 2018/19 the Institute established RUSI Europe, an international not-for-profitorganisation (“AISBL”) based
inBrussels. RUSI Europe is controlled by the Institute through the ability to appoint the Board of Directors. At 31
March 2020, RUSI Europe retained cashatbankand inhand of £1,386,341(2019: Nil).
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LEASE OBLIGATIONS

The Institute had total future commitments under non-cancellableoperatingleases inrespectof land and buildings,

and equipment, as follows:

Due within one year
Due after one year and within five years
Due in more than five years

ANALYSIS OF GROUP NET ASSETS BETWEEN FUNDS

Fund balances at 31 March 2020 are represented by
Tangible fixed assets

Current assets

Current liabilities

Long term liabilities

Total net assets

Fund balances at 31 March 2019 are represented by
Tangible fixed assets

Current assets

Current liabilities

Long term liabilities

Total net assets

30

Land & Year to Year to
Buildings Equipment 31 March 31 March
2020 2019
£ £ £ £
390,000 35,645 425,645 355,237
1,478,750 106,161 1,584,911 41,706
- 5,845 5,845

1,868,750 147,651 2,016,401 396,943

Unrestricted Restricted Total

funds funds funds

£ £ £

15,236,340 - 15,236,340

6,001,704 3,023,907 9,025,611

(4,446,419) - (4,446,419)

(5,543,195) - (5,543,195)

11,248,430 3,023,907 14,272,337

Unrestricted Restricted Total

funds funds funds

£ f f

15,494,260 - 15,494,260

4,445,837 822,248 5,268,085

(3,194,134) - (3,194,134)

(5,878,682) - (5,878,682)

10,867,281 822,248 11,689,529
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13 RESTRICTED FUNDS

Balance Income
1 April 2019
£ £
The Thales Charitable Trust 7,838 -
The 1831 Fund 26,772 -
The Patron’s Fund 2,500 -
Google, Inc 100,844 -
61 Whitehall Fund 461,786 1,183,484
Research grants and donations fund 222,508 2,061,209
822,248 3,244,693
Balance Income
1 April 2018
£ £
The Thales Charitable Trust 7,993 -
The 1831 Fund 26,772 -
The Patron’s Fund 2,500 -
Google, Inc 100,844 -
61 Whitehall Fund - 461.786
Research grants and donations fund - 238,325
138,109 700,111

Purposeand use of restricted funds:

Expenditure
£

300

2,500

1,040,234

1,043,034

Expenditure

£

The Thales Charitable Trust—to supportyouth and education programmes at the Institute.
The Centre for Financial Crime and Security Studies — to support the Centre’s programme of work in the area of

financialcrimeandillicitfinance.

Balance
31 March 2020
£

7,538
26,772
100,844
1,645,270
1,243,483

3,023,907

Balance
31 March 2019
£

7,838
26,772
2,500
100,844
461,786
222,508

822,248

The 1831 Fund — for investment inresearch andinthe Institute’s historic headquarters at61 Whitehall.
The Patron’s Fund — to support a programme of preservation and digitisation of historic documents held by RUSI’s

Library of Military History.

Google, Inc—to supportfitting out a fully equipped audio-visual studioat61 Whitehall.
61 Whitehall Fund —for the redevelopment of the Institute’s buildingat61 Whitehall.
Research grants and donations fund — to provide funding for a number of specific ongoing research projects

currently being undertaken by the Institute.
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14 PRIORYEAR FIGURES

Prior year Statement of Financial Activities for the year ended 31 March 2019.

Unrestricted Restricted Year to

Funds Funds 31 March

2019 2019 2019

Note £ f £

Income
Donations, grants and gifts 8,980 461,786 470,766
Charitableactivities 8,833,987 238,325 9,072,312
Other tradingactivities 325,650 - 325,650
Income from investments 1,413 - 1,413
Total income and endowments 2 9,170,030 700,111 9,870,141
Expenditure
Raising funds 394,640 - 394,640
Charitableactivities 7,705,145 15,972 7,721,117
Total expenditure 3 8,099,785 15,972 8,115,757
Net income/(expenditure) 1,070,245 684,139 1,754,384
Other recognised gains
Revaluation of heritage assets 1,400,000 - 1,400,000
Disposal of heritageassets (175,000) - (175,000)
Net movement infunds 2,295,245 684,139 2,979,384
Balances at1 April 2018 8,572,036 138,109 8,710,145
Balances at31 March 2019 10,867,281 822,248 11,689,529
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