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This report refers to the time penod pror to the machinery of Government
changes which saw the Department for Education and Skills (DfES)
replaced by the Department for Innovation, Universittes and Skills and the
Department for Children, Schools and Families Accordingly, only reference
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Foreword

This Annual Report &
Accounts gives full details
of our activittes and
performance in refation
to Ministenial Targets
and also publishes the
Independent Assessor's
Report It covers a year
which has been

exciting and challenging
and | invite you to read
the full review of our
performance in the main
body of this Report

The dominant feature of our
operational activities in the
academic year 2006/07 was the
successful mplemantation of the
new arrangements for first-year
students based n England with
the introduction of vanable tution
fees and the significantly attered
provisions for both tuition fee
loans and student maintenance
While the uptake of bursaries by
eligible students (a central part of
the new provisions) Is known to
have been less than anticipated,
our delivery of the new
arrangements was a SUCCess -
the more so because the
‘business as usual' provisions for
continuing students had to be
accomplished at one and the
same tme

This past year has also been
dominated by our efforts to take
forward the wide-ranging
organisational developrment
programme, working with the
Department for Education & Skills
(DFES) and HM Revenue &
Customs (HMRC), to embed the
values, behaviours, structures
and organisational processes that
will ensure full and effective
delivery of the new Student
Finance Service which will be
phased n from the beginning of
academic year 2007/08 for
Enghsh domiciled students




In 2006/07, we witnessed an
increase in student support
application volumes generally,
with a 14 3% nise in the number
of European Union students
applying for funding
Implementation of the new
student finance arrangements for
England, Northern Ireland and
Wales was a success, ensuring
that all new students were paid
on time

Education Maintenance
Allowance application volumes
have now reached a steady state
for our customers 1in Wales and
Northern Ireland, and processing
arrangements, split between
Glasgow and our Welsh-
language contact centre in
Colwyn Bay, operated well
throughout the year

In the past year, we have
significantly invested in our
employees, In technology and
operational sites to support the
ever-changing portfolio of
services we provide In January
2007 we were once again
successfully accredited with
Investors in People, a standard
which we have retained for seven
years which 1s a demonstration of
our commitment o traming and
development

An unexpected bonus - and
objective proof of the tugh value of
our employee development
program - has been special
recognition from the Scottish
Executive for our pioneenng 'Phone
Rage' traming course, which has
now been adopted by them

As part of the increased focus on
Organisational Development, we
designed and embedded new
values to support the strategic
development of the Student
Loans Company

We have continued to build on
our successful online service for
customers, increasing the number
of apphications for student finance
that are made oniine Qur
commitment to improve and
enhance our communication with
customers has remained a focus
as we embrace the changes
initiated by our stakeholders
'‘Onling' interaction has mcreased
and I1s proving an extremely
successful channel We are
leading the way in new call centre
technologies with the introduction
and development of "Webchat',
‘Call Queung' and 'Call
Avoidance’, the use of text
messaging, which students are
known to prefer as a means of
receiving essential information

important steps were taken
during this past year to
strengthen our partnership with
HM Revenue & Customs and this
has provided a valuable base
from which we will continue to
work closely waith them in the
future In addition to this, we
established a dedicated
relationship management team
to focus on work with local
authonties and interactions with
universities and colleges

I would like, finally, to take this
opportunity of recording my
personal thanks to all Student
Loans Company employees in
Glasgow, Darlington and Colwyn
Bay for their hard work and
commitment Just as importantly,
| want to thank ali those in the
Department for Education and
Skills, the Welsh Assembly
Government, the Department for
Employment and Learning tn
Northern Ireland and the Scottish
Executive who have played a wital
role in helping us deliver student
finance on their behalf

Ralph Seymour-Jackson
Chief Executive
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Last year we provided
financial support to
almost 988,000 higher
education and 51,500
further education
customers

Management Commentary

Purpose and Roles

The Student Loans Company
administers government-funded
loans and granis to students
throughout the United Kingdom
In partnership with Local
Authonties in England and Wales,
the Student Awards Agency for
Scotland, the Education and
Library Boards in Northarn
Iraland, the Higher Education
Insttuttons (HEls) and HM
Revenus & Customs, we ars
responsible for student financial
support delivery in the United
Kingdom

Our prmary roles are to

* deliver financial support o
eligible students pursuing
tugher education

+ pay to Higher Education
'nstitutions the public
contribution towards tuition fees
for England, Wales and
Northern Ireland, togsther with
private varnable tuttion fees
where applicable and where
students elect to take out a
tution fee loan from us

+ supply information needed by
HM Revenue & Customs to
ensure repayments are
collected on time from all those
due to repay under the Income
Contingent Repayment Loan
Scheme

» manage the direct collection of
repayments for loans granted
under the former Mortgage
Style Loan Scheme

Last year, on behalf of the
Department for Education and
Skills for England and the
devolved administrations for
Scotland, Wales and Northern
Ireland, we provided financial
support to almost 988,000 higher
education and 51,500 further
education customers, of whom
almost 875,000 received student
loans The total support payments
for the year were £4 4 billion, of
which £3 0 billion was in
mantanance loans

In addition, the Student Leans
Company paid tuition fees
totaling £354 million {o Higher
Education Institutions

We undertake specific tasks for
individual devolved administrations,
such as payment of Education
Maintenance Allowances
(household iIncome-based
incentive payments aimed at
encouraging students to continue
past thewr compulsory schooling}

On behalf of the private sector,
the Student Loans Company also
administers one of the two
student loan portfohos sold by the
Government




Statutory background

The student loans scheme was
introduced by the Education
(Student Loans) Act 1990 and the
Education (Student Loans)
{Northern Ireland) Order 1990

The Student Loans Company
was estabhished to administer this
scheme within the policy context
and legislative framework laxd
down by the Government It was
mcorporated as a private mited
company 1n 1989 and
commenced operation in 1990

The Student Locans Company s
subject to the provisions of the
Companies Act 1985 and, in
addition, (s required to operate
within the limits of a financial
memorandum between the
Company and the Government
We are wholly owned by the
Secretary of State for Education
and Skills and Scottish Mimisters

The Student Loans Company
was designated a Non-
Departmental Public Body from
1 April 1996

LEGISLATIVE FRAMEWORK

We currently operate within the
following legislative framework

* The Teaching and Higher
Education Act 1988

* The Education (Student Loans)
Act 1590

* The Education (Scotland) Act
1980, as amended

* The Education (Student Loans)
(Northern {reland) Order 1990

* The Education {Student
Support) (Northern Ireland})
Order 1998

* The Education {(Graduate
Endowment and Student
Suppoert} (Scotland) Act 2001

+ The Higher Education Act 2004
and associated regulations

* The Higher Education
(Northern lreland} Order 2005
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Operating Environment

Political

The Student Loans Company
maintains strong hnks with
stakeholders to ensure we are
able to respond flexibly to
emerging develospments in our
operating environment Whilst
policy 1s outside our remit, we are
responsible for designing and
building the systems required by
Ministers in each of the four
Administrations and operaling
these efficiently and effectively in
an increasingly divergent
environment

REVIEW OF HIGHER
EDUCATION STUDENT
FINANCE DELIVERY IN
ENGLAND

The Student Loans Company has
been working closely with the
Department for Education and
Skills (DFES) and HM Revenue &
Customs (HMRC) to set out the
detailed steps that will deliver the
recommendations arising from
the Department's Review of
Higher Education Student
Finance Delivery in England

To support the Government's
goatl of access to a world-class
higher education system for all
those with the potential to benefit,
our delivery role within England 15
to be extended and the way we
operate reformed The change
programme, which will deliver the
new Student Finance Service for
England, will run to 2012 It will
re-engineer the delivery process
from a customer perspective,
nking electronically with delivery

partners to provide a responsive,
sffective and efficient service

These changes mean that the
Student Loans Company will take
on responsibility for processing
student finance support
apphcations handled currently by
Local Authenties, and we are
COMMISSIONING & New processing
centre in the Darlington area in
readiness for the Academic Year
(AY) 2009/10 new student intake
Capacity will be built up over the
following years to allow all Local
Authonity processing work to
migrate to us by AY 2012/13

Suppoerting this, we are taking
forward a wide-ranging
organisational developmaent
programme, working with the
DfES and HMRC 1o embed the
values, behaviours, structures
and organisational processes that
will ensure operational delivery
transformation and enhanced
repayment collection




HIGHER EDUCATION ACT
2004/HIGHER EDUCATION
(NI} ORDER 2005

Academic Year (AY) 2006/07
was the first year of operation
for the new student finance
arrangements established under
the Higher Education Act 2004
for England and Wales and
Higher Education (NI} Order
2005 for Northern lreland

Within England and Northern
treland the legislation introduced
Increased grants and deferred
varnable tuttion fees supportad
by new income-contingent
repayment fee loans, along with
new bursaries funded by Higher
Education Institutions (HEIs) For
England and Wales HEI bursaries
are regulated by the Office for
Fair Access (OFFA) under
individual Access Agreements
For Northem lreland, they are
regulated by the Department for
Employment and Learning under
advice from OFFA

Cur operational processes ran
smoothly and we ensured that
students under both the new

and existing schemes continued

to be paid on tme We also
administered the new
arrangements for deferred fee
loans, paying deferred fees to HEls
in England and Northern Ireland

Student finance support
applcation volumes conttnued
to grow through AY 2006/07
For the UK as a whole, a
snapshot taken by Universities
& Colleges Admissions Service
{UCAS) at 24 March 2007
revealed an overall nse of 5 2%
Iin apphcations to full-time
undergraduate courses starting
In 2007, compared with the
same time the previous year,
and we expect student suppori
application volumes to remain
buovant

WIDENING ACCESS

The provisions of the Higher
Education Act 2004 and Higher
Education (NI} Order 2005 to
promote participation and widen
access to higher education
remain a key priorty for the sector
and are reflected in the steps the
Student Loans Company 1s taking
at delivery level

In addition 10 statutory changes
we developed a bursary
adminustration service, called
the Higher Education Bursary
and Scholarship Scheme
(HEBSS), which was taken up
by 136 Higher Education
Institutions 1n England and
Northern lreland This allowed
95,000 students to apply for and
recewve HEI bursanes alongside
their statutory student support
entitlement We continue to work
with HEls to maximise bursary
take-up and increase
participation

The changes i fee
arrangements in Wales have
also generaled a demand for a
Welsh Bursary System, similar
to HEBSS, which will be adopted
by all Welsh universities




STUDENT SUPPORT

IN WALES

Following the devolution of
Higher Education student support
from the UK government, the
Department of Education,
Lifelong Learning and Skills
(DELLS), was estabhished by the
Welsh Assembly Government,
with one If its key roles the
sponsorship of student support In
Wales The Student Finance
Wales brand was launched to
provide a specific identity to
Welsh student support with
DELLS sponsonng the extension
of bi-lingual provision In support
of Welsh language requirements,
the Student Loans Company
established a contact centre in
North Wales, which created a
number of new jobs that provide
specific telephone enquiry
services for Welsh students

In 2006/07, DELLS introduced
fixed rate tuition fee loans for
students These were
administered by the Student
Loans Company We also
assisted DELLS in the
development of new pohicies to
be implemented in 2007/08,
ncreasing tution fee rates, and
ntroducing a new tuition fee
grant for Welsh students
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STUDENT SUPPORT

IN NORTHERN IRELAND

In Northern Ireland, the range of
policies and products followed a
similar approach to England's As
well as the introduction of
vanable tuition fees and fee
loans, administration
arrangements for student support
were moved to the Student Loans
Company's e-business system, in
support of the Department for
Employment and Learning's
moderrusalion objectives This
system was used by Northern
Ireland's Education & Library
Boards for processing
applications, and by a new
contact centre team The Student
Finance NI brand and website
were launched to provide a
specific identity to Noerthern
Ireland student support

Further enhancemenis were made
1o the Education and Mamtenance
Allowance Scheme, reducing the
administration requirerment of
schools and colleges, and
introducing automated attendance
links with schools' student
management systems

STUDENT SUPPORT
IN SCOTLAND

The Student Awards Agency for
Scotland continued to process
and assess applications for
support from Scottish students
The Student Loans Company
continued to work with the
Agency In partnership
arrangements, and began work to
implement monthly support
payments for students at Scotish
institutions We also implemented
requirements for increased rates
of tuition fees for students from
other parts of the UK at Scottish
universities

The Student Loans Company will
be assisting the Enterprise,
Transport and Lifelong Learning
Department at the Scottish
Executive in the implementation
of new policy requirements
arising from changes to the
administration of the Scottish
Parliament




Social and Economic
Social and economic factors,
whilst outside Student Loans
Company control, influence
student support delivery in a
number of ways, but particularly
through the specific polictes
shaping demand for higher
education {and accompanying
finrancial support delivery
mechanisms) in each devolved
authority and the subsequent
flow of student loan repayments
o the Exchequer naticnally

HIGHER EDUCATICN
DEMAND

Take up of Foundation Degrees
has continued to grow Thesa
innovative degree level
qualfications are designed with
input from employers to ensure
that graduates fit more
appropriately into the world of
work Almost 61,000 students
pursued this qualification in
Higher Education Institutions
and Further Education Colleges
in England in academic year
2006/07, compared with 4,300
in 2001/02

Research conducted by the
Higher Education Funding
Council for England (HEFCE)
indrcates that Foundation
Degrees have been successful
In attracting people into higher
education from a broader range
of backgrounds and HEFCE
suggest that enrolment could
reach 100,000 by academic year
2010/

Separately, the Higher Education
Academy has published research
(May 2007) evaluating progress
of the Government's Fast Track
degrees pilot In England and
demonstrating demand from
employers and students

Growth in the numbers of
students from the European
Union (EU) studying i the UK,
and potentially applying for fee
support to us, 15 expected to
centinue growing In the short-
term The number of people
applying from EU countries for a
full-time undergraduate place 1n
the UK has risen by 14 3%, from
22,740 1n 2006 to 26,003 1n 2007
{Source UCAS)

LOAN REPAYMENT
Future student support policy |
may |lead to increased applcant
numbers and this will have
implications for the service
delivery This may be offset to an
extent by wider demographic
changes, either approaching or
already underway However, we
antcipate continued growth over
an extended period in the overall
number of customers weg
manage, particularly if the typical
length of time In repayment
Increases, following take-up of
deferred fee loans by English-
domiciled customers

This underscores the need o
contain the increase of
administrative resource and
continuously improve the
effectiveness of collection from
customers wheraver they live We
have already introduced
enhancements to the collections
process and, together with
HMRC, are committed to further
Jjoint iImprovements

n
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Over the past three years
we have met our
Efficiency Review cost
reduction targets

PUBLIC EXPENDITURE

In the March 2007 Budget
staternent, the Chancellor of

the Exchequer announced a

£6 billon sale of part of the
student loan book This will have
no impact on our customers
The Student Loans Company
will continue to administer the
accounts concerned and provide
support to officials as the debt
sale arrangements proceed

The Chancellor also pledged
further increases In government
spending on education to 2010,
supporting further growth student
numbers in higher education The
forthcoming 2007 Comprehensive
Spending Review settiement will
determing the funds that can be
released specifically for student
finance delivery

We anticipate, however, that
public sactor spending will
confinue to be constrained

Over the past three years we
have met our Efficiency Review
cost reduction targets and, as
part of the shared, continuing
drive for service and effictency
improvement, are currently
benchmarking our core delivery
and support processes

REGULATION

In the UK, there has been
continuing pohbical and regulatory
scrutiny of charges applied to
customers of the financial sector,
and this has generated
considerable media interest As a
result of this activity and interest,
the Company 15 seeking
professional advice to assess
whether there will be any impact
on its own future charging pohcy
At the date of this report, the
directors are satisfied with the
way the Student Loans Company
1s keeping this situation under
review




Technological

The rapid pace of technological
change In the United Kingdom
influences all of our activities
Keeping up with technoltogical
advances ensures we can deliver
the best services to our
customers and stakeholders

Information and communications
technologies play a key part in
the delivery of service to our
customers and partner
organisations The continuing
increase in the use of broadband
internet connactivity and mobrle
phones with internet capability
directly influences Governmant
service delivery to citizens The
Directgov initiative - Public
Services all in one place - aims
to provide Jjoined-up Government
services through one site,
providing information and
bringing together online services

The DIES's service
transformation programme for
England, which aligns with the
Cabinet Office's Transformational
Government Strategy, 1s
exploting ICT potential in several
key areas to build a service
around the customer By joining
up with the Government's Idenhty
& Passport Service {IPS), the
evidence burden on our
customers can be reduced and

more streamlined entitiement
decisions made without
compromising identity secunty
Where customers consent, we
alsg plan to reduce the time
spent by applicants re-entering
the same personal data across
separate delivery partner
systems and are exploring data
sharing arrangements

We have continued to build on
our successful online service for
customers, increasing the
number of apphcations for
student finance that are made
onhine and providing customers
with direct access to view and
update ther student finance
accounts

Considerable improvermnents were
made to the online application for
Academic Year 2006/07, and
these have been supported by an
enhanced levet of marketing to
encourage customers to benslit
from the service

The use of text messaging to
encourage participation n onhne
services and to advise customers
of impoertant information relating
to their student finance has
proved successful and popular
As a result this will be used more
extensively and integrated into
our long-term technology plans

We have introduced a facility for
customers fo contact our advisors
through online *webchat" This
altows customers to chick on a
link on our websites and enter
Intc a real-time conversation in a
similar manner to sarvices such
as MSN Messenger "Webchat® ‘
has proven very popular with
customers and we have received
consistently high satisfaction
ratings

IMPROVED FLEXIBILITY
AND COST-
EFFECTIVENESS

With the range of products and
services we operate on behalf of
our stakeholders becoming
increasingly complex and diverse,
sleps were taken to ensure our
Information and Communtcation
Technology base remains
sufficiently flexible and cost
effective to meet future
requirements This 1s expected to
result i revisions to our service
architecture

We continued to monitor broad
trends in both infrastructure and
software markets to inform our
build, buy and sourcing
decisions, maintain flexibiity and
optimise value for money

13
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Organisational Capability

The qualty and dehvery of our
products and services depend on
the capability we have within the
organisation This has been split
Into five sections People,
Infrastructure, Relationships,
Change Management and
Business Continunty

People

As at 31 March 2007 the Student
Loans Company had 1,280 full
time equivalent employees We
remain committed to investing in
our people, developing their skills
and competencies tn order to meet
individuals' own career aspirations
and Company abjectives

Within the Student Loans
Company, there has been an
Increased focus on organisational
design and development, in order
to meet the challenge of
transforming student finance
Organisational design and
development combines strategy,
structure, process, people and
rewards to maximise the
performance of the orgamsation

As part of our overall vision, we
have designed a set of supporting
values using feedback from our
customers, our people and our
pariners, and these have been
successfully communicated to all
employees in the orgarisation

The development of the related
behawvioural competencies will
continue through their
involvement

RECRUITING AND
RETAINING SKILLED
EMPLOYEES

We have introduced an online HR
self-service system which has
been very well received by the
organisation and has improved
our administration processes

Our online i-Recruitment facility
was released in March 2007 in
conjunction with the launch of the
new Student Loans Company
website All staff now have
access to the system and can
apply for internal vacancies via
this route External candidates
are directed through job adverts
to the new -Recruitment website

There has been a significant
amount of effort and attention on
reducing staff turnover and
absence Staff turnover 1s down
from 219% in Apnl 2006 to

15 3% in March 2007 (against a
target of 20%) Sickness absence
has also been reduced from

5 07% to 4 55% over the same
period (agamnst a target of 4%)

TRAINING AND
DEVELOPMENT

In January 2007, we were once
again successfully accredited
with Investors in People status
We have now retained this
standard for 7 years - a
demonstration of our commitment
to traiming and development Cur
aim s to ensure that our
employees have access to the
learning and development
opportunities that can bridge skill
and knowledge gaps and
contribute to the successful
completion of key business
objectives Each staff member
has a Personal Development
Plan, reviewed twice per year,
outlining required training and
development

A ploneenng training course
entitled 'Phone Rage' was
developed to help call centre
employees deal with a small but
growing number of difficult phone
calls Described by the Scottish
Executive as best in class, the
course has now hesn adopted by
some of Scotland's major
organisations




Infrastructure

INFORMATION AND
COMMUNICATIONS
TECHNOLOGY (ICT)

Wae remain very conscious that
investment in ICT without
appropriate changes in our
processes and behaviours within
‘the business will lead to a sub-
optimal result Business process
re-engineenng, continuing
invastment in our people and
proactive benefit realisation
initiatives will therefore be an
integral part of our ICT
investment programme

The ICT capalities within the
Student Loans Company have
been transformed from single
site, local systems into internet-
based systems interacting with
multiple external stakeholders
through the development of
Business-to-Business and
Business-to-Customer solutions

Wa maintain a number of
websites and web-based
applhcations, such as our
corporate website and customer
transactional sites under the
service brands Student Finance
Direct (England), Student
Finance Northern Ireland and
Student Finance Walaes

We also provide web services for
Assembly Learning Grants in
Wales and to support our
administration of Educationat
Maintenance Allowances for
Northern Ireland and Wales

In 2006, a Higher Education
Institution Portal was created for
participating universiies in
England to assist in the
admimistration and payment of
student bursary schames

Significant work has taken place
to enhance the customer portal,
which allows students to apply
online tor financial support The
numbers preferring 10 use this
self-sarvice facility continue to
grow year on year

BUILDINGS

The Student Loans Company
operates n four locations
throughout the United Kingdom

GLASGOW

The majority of our employees
are based in our headquarters
in Glasgow, which includes our
customer contact centre,
collections department,
information technology
depariment and corporate
functions

HILLINGTON

Our large-scale printing and
mailing facility 1s based at our
Hilington complex, just outside
Glasgow

DARLINGTON

The Student Finance Direct
Processing Unit in Darlington
deals with student finance
applications from students living
n eleven Local Authonty areas
across England Student support
applications from European Union
students wishing to study in the
UK are also processed here

COLWYN BAY

The Student Finance Wales
contact centre In Colwyn Bay
delivers fully bi-hingual Welsh
Assembly Government financial
support to students and other
learners who Iive In Wales
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Relationships

GOVERNMENT AND
SECTOR

Building effective relationships
within government and the higher
education sector 1s essential to
the achiavement of our core
business

We support the Department for
Education and Skills (DfES) by
contributing to the Government's
goa! of access to a world-class
higher education system for all
those with the potentiat to benefit
We deliver services to the other
UK Education Departments - In
Northern {reland for the
Depariment for Employment and
Learning, n Wales for the
Department for Education,
Lifelong Learning and Skills at
the Welsh Assembly
Government, and in Scotland for
the Enterprise, Transport and
Lifelong Learming Department -
to heip them achieve government
policy and deliver therr goals
Clear and opan channels of
communication have been
established to further these
relatonships

Representatives from the DIES
and the Scotish Executive attend
Main Board meetings, held ten
times per year
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Representatives from the other
Devolved Administrations are also
invited to attend Main Board
meetings, and special project
boards are established with these
and other partners to help enable
and guide major change

initratives A stakeholder steering
group has been establishad to
agree prionties across the
stakeholder areas

A dedicated refationship
management team has been
established, focusing on work with
local authonites and interactions
with universities and colleges

Our partnership with HM
Revenue & Customs has been
strengthened and wa will
continue to work clossly with
them n the future

We are building upon our
relationships with other partners,
such as UCAS, which wil enable
us to enhance service delivery {o
customers and improve value for
money via data sharing, in line
with the Cabinet Office's
Transformational Government
Strategy We have also
established important links with
other government departments,
sharing data where we have the
scope o do so

CUSTOMERS

Our customers include current
students, their sponsors and
those who are repaying their
student loans We continually
seek to improve our customer
relationships and in support of
this we monitor their satisfaction
closely, using regular customer
surveys, analysing the trends In
both the quenes raised with our
advisors and the complaints we
recaive Indoing so, we can not
only mamtain but enhance our
service standards through
addressing 1ssues that arise and
more closely meeting the needs
of our customers

Established by the Student
Loans Company, the Student
Consultative Group provides a
student representative forum that
allows us to share our plans and
recewve feedback This 1s further
supported by customer focus
groups and surveys on specific
Issues which provide important
qualttative information on how
our services are perceived

The results from this feedback
enable us to take any required
corrective action

As we develop the new student
finance service for England to
support the vision set cut in the
DfES Review of Higher Education
Student Finance Delivery in
England, we will continue to
enhance the level of consultation
with customer groups 10 ensure
that the new service fully meets
customer requirements




STRATEGIC PARTNERS
AND SUPPLIERS

We are committed to mamntaining
and further developing cur
axcellent relationships with
strategic partners and key
suppliers in the provision of
services such as contact cenire
suppeort, ICT, traiming, distnbution
and legal services

Change Management
Change management plays an
essential, central role within the
business We work with our
stakeholders to define changing
demands and develop new
processes which are incorporated
into our core opsrations This
ensures delivery of quahty
services, on 1ime and on budget
In this rapdly shifting
environment, managing change
effectively 1s integral to how we
deliver these services

In the future, we will be further
developing our relationship with
other Government bodies and
exploiting e-business opporlunities

Our Change Management
planning falls into two parts
stakeholder funded change and
internal iImprovements

STAKEHOLDER CHANGE
CAPABILITY

In order that mtiatives ansing from
the implementation of Government
polictes can be deployed
effactively and efficiently, we have
the responsibility of delivering the
appropnate systems and
processes We work closely with
our stakeholders to meet these
changing demands This enables
us to integrate processes for our
care operations for mproved
efficiency, connect 1o other
Government agencies, and exploit
the potential for e-service defivary

Wa use sound project and
programme processes In ling with
Prnce 2 project management
methodology and are regularly
reviewed by the Office of
Government and Commerce
{OGC), an independent body of
the Treasury which works with
publc sector organisations to help
them improve delivery from
programmes They carred out a
review of the Student Loans
Company in January 2007 to
ensure our programmes have

the comrect knowledge,
understanding, processes and
funding in place to enable delivery

The results were positive,
concluding that the 2007/08
change programme IS

on target to deliver and risk has
been minimised

Business Continuity
To ensure the continuity of our
business, we make certamn that
the necessary processes are in
place for imely, effective and
appropriate responses to any
large scale crisis

We have a programme of test
and ongoing review of the
existing business continuity plans
fo take into consideralion the
impact of the changing
environment, both internal and
external, on the orgamsation, (e
new processes, new products,
and external influences
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Corporate Objectives and Performance

The Student Loans Company's resources, objectives and performance measures are set out by Ministers in a
performance and resource agreement and the Company 1s accountable to Ministers for its performance

This section ists our five Corporate Objectives and 12 Key Performance Indicators (KPls) for Financial Year
(FY) 2008-07, along with targeted and actual performance It provides narrative about the performance against
each KPI and explains any changes to KPls, measures and targets for FY 2007-08 If a more detailed
defimition of each KP11s required, this can be obtained aither by contacting the Student Loans Company's
Information Office or by visiting our website at www sic co uk

Objective 1: Payments
To provide an accessible and effective system for handling applications for student support and
processing payments, so that students get paid the correct amount at the start of term

Key Performance Indicator 1 Service Level Agreement Performance

Achieve target percentage of the essential elements of the Service Level Agreement (SLA) between the
Studant Loans Company and the Department for Education and Skills

Measure Target Actual Achieved

A Local Authornty Portal - 99% or more (cora hours only in 99 9% v
System Availability any one month)

B Local Authority Portal - 99% or more (core hours only in 100% v
Support Availability any one month)

c tocal Authority Portal - 99% or more within 5 seconds Ses footnote (1) v

End to End Response Time | (core hours only in any one month
based on average across any
working week)

D Helpdesk availability 100% (core hours only 1n any one | 100% v
month)
E Call answering 90% or more (core hours only in 95 1% v
any one month)
F Production of student 90% or more {In any cne month) 977% v
correspondence
G Inhiation of BACS payments | (1) 95% or more by close of first 98 2% v

working day following receipt of
HEI confirmation (in any one month}

(1) 99% or more by close of second | 100% v
working day following receipt of
HEI confirmation (in any one month})

(1) Whilst the system had been available for very close to 100% of the time across the core hours set out 1n the
service level agreement between the DfES and the Student Loans Company, and did at all times achigve the
five second end to end response ime, the Company acknowledged that dunng the penod from May to October
20086, there were a number of systemn related issues that had a imited impact on the usability of the system




KPI 1 Performance

It was agreed that KPI 1 (A) should be a strict measure of system availability - simply assessed on whether or
not users can connect o the system - while taking into account any technical 1ssues that resulted in partial
system availability, where this could be measured

Changes to KPI 1 for FY 2007-08
An eighth measure has been added on system usabtlity to clearly segregate any degradation of service for
users This will have a target of 99% or more

Key Performance Indicator 2 Payments Online take-up

Increase the percentage of online take-up of student finance applications

Measure Target Actual Achieved
A % of customers making (1) New students - 10% or more 19 5%
on-line applications (1) Raturring students - 5% or more | 13 3%
()} Sponsors - 6% or more 47%

KPI 2 Performance

For FY 2008-07, this KPI was divided into three separate targets to reflect the differing requirements of our
customers, new students, returning students and sponsors, and a profile was created to accommodate higher
targets than the previous year By the end of May 2006, the annualised target for returning students had been
exceaded, and by the end of March 2007, 136,692 online applications had been successiully submitted During
this period, 28,495 sponsors had successfully provided information onhne, which greatly exceeded both the
target and the total for the entire 2005/06 cycle In the course of the year, facihities such as text messaging and
web chat were used to enhance customer services and contact - particularly with respect to new students

Changes to KPI 2 for FY 2007-08
As a result of the performance achieved for FY 2006-07, the targets for FY 2007-08 were agreed as -

() New Students - 24% or more

{(n) Returning Studenis - 40% or more

() Sponsors - 55% or more

Changes to Chjective 1 for FY 2007-08
This has now been amended so that the objective now reads "To provide an accessible and effective system
for handhing applications for student support and processing payments, so that students get pard the right

amount at the right time ”
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Objective 2: Collections

To maximise the collection rate of student loans and so minimise the cost to the taxpayer by ensuring
those who should pay do pay, minimising delays in repayment, and ensuring high quality and timely
information on repayments is provided to the customer

Key Performance Indicator 3 Income Contingent Repayment
Borrowers with no National Insurance number (NINQ)

Measure Target Actual Achieved
A % of borrowers with no NINO BY Statutory Repayment Due 14% or less |0 46% v
Date (SRDD)
B % of borrowers with no NINO AFTER passing SRDD 12% orless |0 64% v

KPI 3 (A) Performance

Al the outset of the year, considerable investigation was undertaken to review the detall of customers in
specific cohorts The Student Loans Company has significant dependency on HMRC and DfES for the level of
improvements that can be implemented Howaever, a year of improved communication and haison between
these three partners has resulted in improved analysis and performance Midway through the year, it became
clear that a number of customers had applied for student finance but in fact had not progressed or finafised
the application to actually having the loan paid (referred to as 'Authonsed but not paid’y With no payment to
collect there was no requirement to identify a National Insurance number, and as such, these volumes were
excluded from the base figure A significant percentage reduction was achieved through iniiatives undertaken
within the Income Contingent Repayment (ICR) Department

KPI 3 (B) Performance
The target for FY 2006-07 was achieved with a figure of 0 64% against a target of 12% There has been a
consistent reduction In this target since Apnl 2006

Changes to KPI 3 (A) and (B) for FY 2007-08
The target measures for FY 2007-08 have changed as follows -
KPt 3 (A) Percentage of borrowers with no NINO by SRDD should be 0 25% or less,

KP1 3 (B) Percentage of borrowers with no NINO after passing SRDD should be 0 7% or less




Key Performance Indicator 4 Income Contingent Repayment
Reduce % of Borrowers with a NINO but citizen not found at HM Revenue & Customs {HMRC)

Measure Target Actual Achieved
A % of borrowers who have a NINO but the citizen 1s not 3% or less 3 75% x
found at HMRC BY SRDD
B % of borrowers who have a NINO but the citizen 1s not 1% or less 217% X
found at HMRC AFTER SRDD

KPI 4 (A) Performance

The starung point of this KPI has always been affected by the success of establishing National insurance
numbers for customers in the KPI3 (A} cohort and how many require to be passed for matching to HMRC We
started the year 0 67% above the profiled forecast required to bring the KPIl in on target, but despite a
decreasing trend for the remander of the year, it was not sufficient to achieve this figure

KPI 4 (B) Performance
In relation to year end performance, the target was not achieved, with a final year figure of 2 17% agamst a
target of 100%

The Student Loans Company recognises that the qualty of contact detalls 1s fundamenital to the effectiveness
of an enforcement process We continue to work closely with HMRC to match customer details

Changes to KPI 4 for FY 2007-08

Further discussion has taken place with DfES and we have agreed that for the FY 2007-08, KP| 4 and KP| &
(reported below) will be merged in order to measure and target overall matching status

The target measures of FY 2007-08 have changed as follows -

KPI 4 (A) Percentage of borrowers who have a NINO but the citizen 1s not found at HMRC BY SRDD should
be 15% or less,

KP1 4 (B) Percentage of borrowers who have a NINO but the citizen 1s not found at HMRC AFTER SRDD
should beg 5 5% or less
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Key Performance Indicator 5 Income Contingent Repayment
Reduce % of borrowers not currently in any repayment channel

Measure Target Actual Achieved
A % of borrowers who are due to be in repayment but who are 51% or 3 63% v
not currently in any repayment channel less

KPl 5 Performance

A final-year figure of 3 63% against a target of 5 10% has been achieved and so the target has been met The

ICR Department continues to review the vanous cohorts to find ways to fully understand the accounts they
contamn Initial results from a case by case review of 5,000 cases in this category mdicated that the majonty
of them had a valid reason for a Start instructicn not being 1ssued (e g we identified cases with da-minimis

balances of less than £5) Work continues to identify further anomalies and the 2006-07 results have followed

a similar trend to the previous year, when certain peaks and troughs were evidertt throughout the year

Changes to KP1 5 for FY 2007-08
The target for KP1 5 will be to achreve 3% or less in FY 2007-08

Key Performance Indicator 6 Income Contingent Repayment
Borrowers' employment details obtained during matching process

Measure Target Actual Achieved
A % of borrowers - the Student Loans Company has identified  [875% or 88 14% v
current employment status BY SRDD more
B % of borrowers - the Student Loans Company has identified  [97% or 96 33% X
current smployment status AFTER SRCD more

KPI 6 (A} Performance

The target was met with a year end figure of 88 14% agamnst a target of 875%

KPI 6 (B) Performance

By Cctober 2006, the Student Loans Company had forecast that t would be difficult to achieve KPI & (B)
However, the target was very nearly met by achieving a figure of 96 33% (against a target of 97%) Much of
the focus for the year was to promote the subrmission of National Insurance numbers and this restricted the
number of activities that the ICR Department were able to address Towards the end of the year, internal
inihatives such as proactive contact with customers in this category, was underiaken with assistance from

other business areas

Changes to KPI 6 for FY 2007-08
This KPi will be merged with KPI 4 for FY 2007-08

For the new Financial Year, there will be no KP1 6 and subsequent KPls will retain similar numbering to

FY 2006-07 for ease of reference




Key Performance Indicator 7 Mortgage style loans collection
Mimmise % of loans that leave deferment and go into arrears

Measure Target Actual Achieved

A % of borrowers that leave deferment and go into arrears 15% 1572% X

KPI1 7 Performance

The Student Loans Company advised the DfES midway through the year that the forecast needed to be
re-aligned to reflect YTD performance, in anticipation of a more gradual trend towards the target At that time,
a shghtly adverse out-turn to target was forecast, which proved to be the final result During the year, the
Collections Depariment targeted accounts coming out of defermant into overdue status and identified a tme
lag in that process They also undertook investigations to assess what steps might be taken to prevent an
account reaching overdue The number of accounts exiting deferment and remaining in overdue status was
below the original targeted volumes In that category and this impacted adversely on the KPI out-turn

Changes to KPI 7 for FY 2007-08

Since the KPI measure for FY 2006-07 did not recognise approximately 4,500 accounts which had exited
deferment and been fully repaid, then it has been agreed with the DIES that these will form part of the FY
2007-08 measure If these fully repaid accounts had counted towards the KP1 in this year, the actual Year End
result would have improved to 14 7% from 15 72% Based on this adjusted figure, the target for FY 2007-08
has been set at 13 7% (1@ 1% lower than the adjusted FY 2006-07 out-turn)

Key Performance Indicator 8 Mortgage style arrears collection
Minimise % of loans that are in arrears

Measure Target Actual Achieved

A % of loans that are i arrears 9% 885% v

KPI B Performance

Thus target was achieved with a year end year result of 8 85% agaunst a target of 9% Further improvement I1s
being sought through the implementation of the customer segmentahon model which provides an indication of
the customer's propansity to pay The focus of this target in FY 2006-07 moved away from cash collected, to
reducing the number of overdue loans This required a shift in focus from monies collected to the number of
accounts which are cured A cure occurs when the last arrears payment 1s received or when an account
movas out of overdue status to another status

Changes to KPI 8 for FY 2007-08
This target has been segregated into two separate elements as foliows -

KPI 8, as reported in FY 2006-07, will become KPI 8 (A) in FY 2007-08, to report the percentage of loan
accounts that are in arrears compared to all loan accounts that have passed into repayment, with a target of
8 5% to be achieved

KPI 8 (B} 1s a new target for FY 2007-08 to specifically target cure rates on accounts which are less than 12
months in arrears at the start of the year The target to be achieved for this element will be to reach 50% or
less accounts that start the financial year less than 12 months in arrears but are stilt in arrears at the end of
the financial year
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Objective 3: Customer Satisfaction
To provide a high quality service to customers, so that high levels of customer satisfaction, as
benchmarked against comparator organisations, are achieved

Key Performance Indicator 9 Customer Satisfaction

Measure Target Actual Achieved

A % of customers rating the Student Loans Company's 92% or mors 94 1% v
overall service as good or excellent

B % of customers rating the individual measures of Various ranging Lowest v
service as good or excellent does not fall below the from 83% to 93% | was B3 8%
relevant targets against

target of
83%)

KPt 9 (A) Performance

In 2006 it was considered likely that the introduction of vanable tuition fees and Bursaries might have an effect
on satisfaction, however customer satisfaction levefs remained high throughout the year The year end figure
for overall satisfaction was 94 1% against a target of 92% It has been agreed that the 92% target will be
retained for FY 2007-08

KPI 9 (B) Performance

Thus measure related 1o targets for individual measures of service broken down into ten separate categones
with targets not to fall below floor targets of between 83% and 93% The Student Loans Company expenenced
percentages fower than that at certan times of the years in only a couple of categories, these being
"Information on Repayment process” and "Ease of contacting the Student Loans Company”, however, over the
year, the targets were all achieved A number of improvement initiatives will be implemented in other business
areas which will have the potential to improve the customer experience

Changes to KPI 9 for FY 2007-08

A new satisfaction element KP1 9 (C) has been agreed relating to the use of extended and additional surveys
to enhance capability for continual improvement Previously, satisfaction measures only related to customers
who had made contact with the Student Loans Company Now we will also monitor customer satisfaction levels
amongst those customers who have been contacted by the Student Loans Company but have made no
contact with us themselvas In addition, the DfES has also asked the Student Loans Company to provide
specific measures for customers in receipt of Disabled Students Allowance, Childcare Allowance, and Full
Maintgnance Grant To complete a fuller assessment of customer satisfaction going forwards, the Student
Loans Company proposes to extend assessment {0 customers who have interacted with us via Web Chat or
Web Self Service and work i1s currently ongeoing to develop the methodology n order to commence the
*shadow” survey in the near future




Objective 4: Funding Authority Service

To provide comprehensive, timely and relevant data and information to the Department for Education
and Skills and Devolved Administraticns, so that student finance strateqy and policy can be better
developed, monitored and evaluated and future nisks appropriately managed

Key Performance Indicator 10 Funding Authonty Service

Measure Target Actual Achieved
A General Service % of funding authonty The average of the 76 25% v

customers' rating the data, information and | November, 2005 and March

advice services provided by the Student 2006 surveys + 3% by the

Loans Company positively final quarterly survey 1 e

General Service = 73 0%

B Specific Service % of funding authority The average of the 86 75% v

customers' rating the data, information and | November, 2005 and March

advice services provided by the Student 2006 surveys + 3% by the

Loans Company positively final quarterly survey 1 e

Specific Service = 73 5%

KPI 10 Performance

The reported performance shows an average rating over four stakeholder surveys underiaken between July
2006 and March 2007, with a benchmark target of 73% for General Service and 73 5% for Specific Service
These results are rated by respondents from all four Devolved Administrations against a cntena of timeliness,
cost and quality, as appropnate The Company has developed action plans to respond to the findings of the
survey

Changes to Objective 4 and KPI1 10 for FY 2007-08

This has now been amended so that the objective now reads "To provide a high quality service to funding
bodies that addresses their concerns which includes the provision of comprehensive, imely and relevant data
and information to the Department for Education and Skills and the Devolved Admimistrations, so that student
finance strategy and policy can be better developed, monitored and evaluated and fulure nisks appropriately
managed "

The critena of this survey will remamn largely unchanged i FY 2007-08, as 1t i1s recognised that there 15 still
benefit to be gained from the specific comments raised by the stakeholders, albeit these can be somewhat
subjective However, it has been expanded shghtly to make the point that the Student Leans Company I1s
required to "provide high quality service to funding bodies that addresses their concerns " and in order to do
s0, the KPI has been spht into two separate elements for FY 2007-08 These are -

KPI 10 (A) requires the Student Loans Company to ensure that 95% of the essenhal elements of the
Management Information SLAs are met

KPI 10 (B) relates to the continuance of a Stakeholder Survey and development of action plans, with the target
being set at the average of the previous four surveys + 3% points (up to a maximum level of 90%)
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Objective 5. Effective and Efficient Use of Resources

Within a transparent and flexible budgeting framework,' to deliver both Student Loans Company day-to-
day business and projects to budget, time and agreed quality standards, and meet their performance
targets, so that the Government meets its efficlency savings targets and secures the best use of
tunding provided to the Company

Key Performance Indicator 11 Flexible Resourcing Performance
Operating and Programme Budgets and Overall Financial Performance

Measure Target Actual Achieved
A % monthly variance of spend from variance between | +0 2% v
revised forecast for operating budget +0r-25%
profile
B % monthly variance of spend against variance between | 0% v
initial programme/project capacity + or -5%

budgets as set out in the Corporate Plan

c % monthly variance agamst profiled variance between | -318% (Corporate X
budgets for projects or programmes - as | + or -5% Plan Budget)

and when business cases are agreed, -8 8% (Approved
and vanance agamnst agreed programme Projects Budget)
contingency and feasibiity fund g

b % vanance against Grant-in-Aid baseline{ 15% reduction on | On target based on v
the (adjusted) current plans
04/05 England and
Wales GIA
baseline by 31
March 2008

E Increase i operational costs from The Student Loans | See footnote (1) -
approved projects and transterred Company to
functions restricted to an agreed target | propose a target
(with underpinning
agreed analysis) by \
early July 2006
with the aim of
agreeing the £
target by the end of
July 2006

(1} An agreed target was not put in place during FY 2006-07

KPI 11 {B) Performance

At the commencement of FY 2006-07, spare capacity existed within the Company's change programme
resource, which was retained to ensure that the relevant skill sets were available to deliver an early start to the
programme for the delivery of the new Student Finance Service This meant that there was an increased risk
of KPI 11 {A) not being met, since this resource was allocated to operational rather than programme
expenditura However, although the programme commenced later than envisaged, over the full year all
resource capacity was utihsed to deliver a mix of operational and programme requirements, which resulted in
KPI 11 (A) being close to target Therefore the target for KPJ 11 (B) was mat
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KPI 11 (C) Performance

In terms of the Projects Budget, the year end figure of -318% refiected the difference between the indicative
funding within the Corporate Plan and the actual outturn In fact, some of the projects indicated in the
Corporate Plan did not progress due to changes tn stakeholder prionties The -8 8% therefore reflacts the
variance between the Approved Projects Budget and the actual outturn As it falls outwith the tolerance then
the target has not been met Despite this, and given the level of change and activity during the financial year,
this 1s an extremely positive result for the Student Loans Comparny and its stakeholders

KPI 11 (D) Performance

This measure has been met in terms of completion of the Corporate Plan for 2007-08 and the efficiency
targets set in FY 2004-05 have now been budgeled to be met by 31 March, 2008

Changes to KPI 11 for FY 2007-08
It was agreed that Measures B and E in the above table, were no longer required The new measures will be -

A Percentage Annual variance of spend from onginal budget or updated Corporate Plan for operating budget
profile to be between -5% to +2 5%,

B Percentage Apnual varnance of spend against approved business cases {excluding Customer First) to be
between -5% to +2 5%,

C Percentage Annual varance of spend against inial programme/project capacity budgets for the new
Student Finance Service for England, as set out in the Corporate Plan or agreed update to be between
-5% or +2 5%,

D Percentage annual vanance of spend from orniginal budget or updated Corporate Plan for each APRA
category (detalls available} within the total operating and programme budgets to be between -5% or
+2 5%%

Key Performance Indicator 12 Effective Project Delivery

Programme level assessment of the acceptable delivery of programme to agreed standards as assessed by
the funding authonties

Measure Target Actual Achieved
A Programme tevel assessment of the acceptable Student Loans Achieved v

delivery of programme to agreed standards as Company 07/08

assessed by the funding authonties Programme delivery

Assessment (Time
Cost Quality)

KPI 12 Performance

The vast majonty of 2007/08 Programme requirements have now been delivered Going forward, along with
two green Office of Government and Commerce (OGC) assessments for the Programme, (details of which are
avallable) we have confidence in our ability to deliver the remaining 2007/08 Programme of work The
Executive continues to monitor pragress on individual projects, and the Programme as a whole via the
Corporate Programme Board meeting, and the Student Loans Company Board receive monthly updates

KPI 12 Changes for FY 2007-08
No changes have been agreed for FY 2007-08
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Products and Services

Bunng 2006-07 we provided a
range of admmnistrative services for
educaton funding in the United
Kingdom We paid loans {repayable
by the studentj and grants /
bursaries {non repayable) as follows

MAIN SUPPORT FOR FULL
TIME STUDENTS
Maintenance loans and grants o
full ime students as according 1o
thewr ehgibility and entitlement
We paid financially assessed
tution fee grants and non-
financrally assessed tuttion fee
loans to all those students who
apply and are elgible from
England, Wales and Northern
Ireland We paid higher education
grants for eligible students from
England and Wales and higher
education bursaries for eligible
students from Northern freland

DEPENDANTS' GRANTS

Full tme students with dependanis
who incur additional costs are
entitled to a grant These are the
Adult Dependant's Grant, the
Parent's Learning Allowance and
the Chitdeare Grant

TRAVEL GRANT

Travel Grant to help cover costs
of travel for students who either
go abroad to study as part of
their courses, or who atiend
clinical training as part of a
medicine or dentistry course

SUPPORT FOR PART TIME
AND POSTGRADUATE
STUDENTS

Course grants and tuition fee
grants to part time students who
qualified in England, Wales and
Northarn lreland We paid part
time maintenance loans for
students from Scotland While, in
the main, the Student Loans
Company's remit does not extend
to student support for
postgraduate students, we paid
support that 1s availlable for those
students studying for a
postgraduate teaching
quahfication

DISABLED STUDENTS'
ALLOWANCES

Available to eligible students
in full time, part time or
postgraduate study in Engfand
and Wales

REPAYMENT OF TEACHER
LOANS

This 1s a special arrangement
whereby the Government make
repayments of student loans for
qualified teachers who work In an
academic discipline which 1s In
short supply 1n schools
England and Wales The scheme
was closed to new applicants
during 2004-05 We continue to
administer the scheme for those
who have been previously
accepted onto it

SCOTTISH GRADUATE
ENDOWMENT SCHEME

We administered the repayment
accounts of Scottish domiciled
graduates and others who have
left their courses and chosen to
pay the Graduate Endowment by
taking out loans



SUPPORT FOR STUDENTS
FROM THE EUROPEAN
ECONOMIC AREA (EEA)
Tuition fee support in the form of
tuhion fee grants and loans on
behalf of students who qualfy as
European Union nationals and
who are studying part-time or
full-ime in the UK

EDUCATION MAINTENANCE
ALLOWANCES

We administered Education
Maintenance Allowance services
for Northern Ireland and Wales
Education Maintenance
Allowances are household
income-based incentive payments
aimed at encouraging students to
continue past theirr compulsory
schooling They compnse
fortrightly payments to students
along with bonus payments patd
three times per year

THE HIGHER EDUCATION
GATEWAY

The Higher Education Gateway is
a web portal developed by the
Student Loans Company to
provide Higher Education
Institutions with online services
The first service to be delivered
via this portal was the Higher
Education Bursary and
Scholarship Scheme (HEBSS)
HEBSS provides a means for
Higher Education Institutions to
administer thewr bursarnes and
scholarships online [tis
populated by student data from
the Local Authority secure
website

INCOME CONTINGENT
REPAYMENT AND
MORTGAGE STYLE LOANS

We provided customer services
support and repayment
administration for customers

+ with Income Contingent
Repayment loans {repayment
collected by HMRC via the PAYE
system for students who entered
Higher Education after 1998)

+ with Fixed Rate loans (known
as Mortgage-style Loans) This
foan, which 1s no longer
avallable, 1s collected via direct
debit, credit card, etc and was
open to students who entered
Higher Education prior to 1998
We administered deferments of
mortgage-style loans for those
customers not exceeding the
income threshold

= outside the UK tax system
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Managing Risk

The Student Loans Company's
risk and contro! framework I1s
descrnbed n the Statement on
Internal Control on page 45

Our govarnance arrangemants
provide a framework to protect
delivery through robust risk
management, internal controls,
management review, Board
engagement and stakeholder
reporting

Our aim 15 to embed risk
management into our activities,
In accordance with our rsk
management policy This policy
ensures that risks are
understoed, proactively assessed
and managed in line with the
Student Loans Company's
appetite and tolerance for risk

A rnisk management process has
been mplemented, based on this
policy, which involves the
maintenance of registers for the
following categones of nsk

+ Strategic risks, relating to the
achievement of our long term
strategy,

+ Operational risks, relating to
day-to-day 1ssues,

* Corporate risks, relating to the
achievemant of the corporate
objectives

Risk registers are reviewed at
regular intervals

Principal nsks

The prnincipal risks were
considered to be related to the
managemant of different
stakeholders' increasingly
divergent requirements These
requirements necessitated the
adoption of delivery approaches
with inherently higher risks

However, stakeholder
relationships have improved
steadily throughout the year and
effective stakeholder review
forums have been established

Capability and capacity 1s
constantly under review With the
development of the new Student
Finance Service, we recognise that
we do not currently have all the
competencies 10 deliver the new
service and we will need to acquire
{ develop new and specialist skills

Woe continue to closaely monitor
the risks to the integrity and
sacunty of information, including
customer data, and to develop
our policies and standards for
data management Confidence n
our business continuity
arrangements has increased
following successful disaster
recovery tesis this year

The principal operational nisk
facing the company this year has
been in the area of
accommeodation, aspacially in
managing the increasing demand
o house the new computer
equipment required to meet the
Increasing demand for services




System of internal control
Our system of internal control is
designed to manags risk to a
reasonable level, rather than to
elimmate all nsk of fatlure to
achieve polictes, aims and
objectives It can therefore only
provide reasonable and not
absolute assurance of
effectiveness

The system 1s based on an
ongoing procass designed 10
identify and prioritise the risks to
the achievemnent of departmental
policies, aims and objectives, to
evaluate the likelihood of those
rsks being realised and the
impact should they be realised,
and to manage them efficiently,
effectively and economically

In preparation of the annual
Statement on Internal Control,
each member of the Student
Loans Company's Executive
Board and the Corporate
Management Board is required to
provide an annual Statement of
Assurance to the Accounting
Officer, confirming their
acceptance of their delegated
responsibility for maintaining an
adequate systern of internal
centrol and sk management
Sigruficant control Issues are
disclosed within the Statement
on Internal Control
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Financial Commentary

SOURCE OF FUNDS AND
PROCESS FOR AGREEING
FUNDING

The Student Loans Company is
funded pnimanly by Grant-in-Aid
from the devolved authonties
listed below

* The Department for Education
and Skills in England

* The Education, Transport and
Lifelong Learning Department
at the Scottish Executive

¢ The Department for
Employment and Learning in
Northern Ireland

* The Department for Training
and Education at the Welsh
Assembly

Grant-in-Aid funding 1s provided
to cover expenditure on ongoing
operational activities, caputal
expenditure and programme
development expenditure

In financial year 2006-07, income
was also received from Higher
Education Institutions which had
elacted to have Student Loans
Company administer therr Higher
Educaten Bursary and
Scholarship Schemes

Other funding 1s received from
third parties i relation to
contracts for admimstration of
services to those parties, and
from bank interest

The Student Loans Company
applies for funding through an
annual corporate financial planning
cycle which forecasts funding

raquirernents throughout the cument
Spending Review penod, and
receves an Annual Performance
and Measurement letter confirming
Grant-in-Aid avallable and income
from other sources

FINANCIAL MANAGEMENT

The funding position 1s reported
on a monthly basis to the
Executive of the Company and
the Corporate Management
Board, and to the Main Board on
a quarterly basis Detasled
analysis 1s provided of
expenditure at funding authority
level, spht by operating,
programme development and
caprtal spend In addition,
detalled vanance analysis is
performed at divisional level and
by expenditure type Monthly
re-forecasts are performed
throughout the year This
reporting I1s supplemented by
detalled analysis at a product and
sarvice level, by funding
authonty, from the Company's
activity based management
system Such analysis is used to
ansure products and services are
delivered within the agreed
pnicing for those, and to provide
costings for business cases for
future developmenis

For financial year 2006-07,
operating expenses and
programme development
expenditure were both
successfully contained within the
allocated funding

The Student Loans Company 1s
subject to the efficiency review
within the public sector It actively
seeks opportunities to change
current practices to maintan
customar servica at a reduced
unit cost In financial year
2006-07, the value for money
programme developed to deliver
efficiency savings contributed
£520,000 to the targeted savings

CAPITAL AND RESERVES
Wa are a non profit making
organisation and comply with HM
Treasury planning and spending
review cycles and, as part of that
process, bid for funds to meet
operational, capital and
development programme needs

Under the terms of our Financial
Memorandum, we are not
permitted to raise finance other
than by means of cperating
leases to support our ongoing
activities

In accordance with HM Treasury
guidelines, the Student Loans
Company draws down funds to
meet its ongoing needs and Is
not permitted to draw down In
advance of need Funds drawn
down ara held in a Paymaster
General Office account, the
interest on which accrues to HM
Treasury Similarly, we are not
permitted to create reserves

The authonsed share capital of
the Studert Loans Company 15
100 ordinary shares of £1 each, of
which 10 are 1ssued and fully paid




TAX STATUS

For the financial year 2006-07,
the Company I1s reqistered for
VAT and Is able to partially
recover its input VAT, with
services relaing to mortgage
style activities being exempt
Howaever, the status of our
non-mortgage style services 1s
currently the subject of a review
by HMRC

The Student Loans Company 1s a
not-for-profit organisation, but
pays corporation tax in respect of
the profits arising from the
administration contracts for
services to third parties, the
bursary administration services
provided to HEIls, and on bank
interest received

STATUTORY ACCOUNTS
The statutory accounts for year
ended 31 March 2007 are
presented on pages 40 to 78

Profit and Loss Account

As slated above, the Company s
a not for profit orgarusation and
carries no reservas The loss for
the year of £7365 million 1s
entirely due to the recogrition of
a provision for dilapidations in
respect of the company's
reguirement 1o 'make good' its
leasehold builldings on expiry of
the leases

The Company's administration
expenses of £75 936 million are
to fund both the operational
expenses and the expenses
associated with the development
programme

Funding of those expenses s
provided from the income
generated from servicing
contracts for third parties

(£3 072 million) and from bank
and other interest (£327,000),
with the balance of funding
received In the form of Grant-in-
Aud from the funding authonties

The Company pays tax on the
profits emerging from third party
administration contracts Tius
year, a taxable loss arose due
to the development costs
associated with implementation
of the new bursary administration
scheme This taxable loss was
offset by a prior year adjustment
in respect of the corporation tax
impact of the treatment of
wrecoverable VAT

Statement of Total
Recognised Gains and
Losses

Thes statement, presented on
page 56, contains the actuanal
gamn ansing on the Company's
defined benefit pension schems
(£2 026 milion), the main gain
having arsen due to an increase
in the discount rate used to value
the scheme's habilities from 4 9%
to 5 2%

Balance Sheet

The Company’s balance sheet 1s
presented on page 57 The net
hability of £17382 million on the
balance sheet consists of

£10 017 million of pension
habilites and £7 365 million of
dilapidations provisions

This 15 the first year that the
company has recogmsed a
dilapidation provision, which
relates to the exposure that the
company faces to ‘make good' its
leasehold buildings on expiry of
the lease

Funding recerved n relation to
capital spend Is treated as
deferred income and released to
the Profit and Loss Account to
maich the depreciation charged
each year on the assets
purchased

Cash Flow Statement

This statement, presented on
page 58, presents the cash flows
of the Company

These cash flows relate to
ongoing operating activities,
including the development
programme of the Company
The cash flows relating to the
payment of funding to students
as loans, grants or allowances
and the repayments received |
from those customers who have

entered repayment are not

included in the Company's cash

flow statement These monetary

transactions are conducted

through bank accounts held 'in

Trust' for the relevant funding

authority and do not appear on

the Company's balance sheet
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Main Board, Executive Management and AsSSessors

Keith Bedell-Pearce

Executive Chairman

Appomted 17 December 2001
{Reappointed 17 December 2004 )

Biography

Keith Bedell-Pearce has bean
Executive Chairman of the
Student Loans Company since
Oecember, 2001 He I1s also the
Non-executive Chairman of
Norwich & Peterborough Building
Society, the Non-Executive
Chairman of Directgov and the
Senior Independent Director of
F&C Asset Management plc Keith
was a main board Executive
Director of Prudential ple until his
retirement at the end of 2001

Meetings
Attended 10 Board meetings

Attended 3 Audit Committee
meetings

Aiended 3 Remuneration
Committee meetings

NON EXECUTIVE
DIRECTORS

Tanv| Davda

Apponted 1 August 2002
(reappointed 1 August 2005)

Biography

Tanwvi Davda joined the Board of
the Student Loans Company in
2002 She 1s a Director within the
Global Markets business at ABN
Amro, a major European bank
Prior to this she spent a number
of years as a management

consultant with IBM and as a
derivatives trader at Credit Suisse
Tanwi holds a Masters degree In
Finance (MSc) from the London
Bustness School and a BS¢ in
Chemistry from University of
London

Meetings
Attended 10 Board meetings

Attended 3 Audit Committes
meetings

Attended 3 Remuneration
Committee mestings

lan Dickson
Appointed 1 March 2005

lan Dickson was appointed a
Non-Executive Drractor of the
Student Loans Company n March
2005 and has since been
appointed as Chairman of the Audit
Committee which sits on a quarterly
basis throughout the year He was
previously Finance Director and
Pnncipal Finance Officer (PFO} for
the Export Cradit Guarantee
Department (ECGD), where his
Board responsibilities included
finance, strategic operational and
project nsk, internal audit and T
Prior to that lan worked in the
insurance mdustry in Scotland wath
Scottish Provident

Meetings
Attended 10 Board meetings
Attended 5 Audit Committee
meetings

Barbara Duffner
Appointed 1 March 2004
(Reappointed 1 March 2007}

Bilography

Barbara Duffner joined the Board
of the Student Loans Company in
2004 and became Senior Non-
Executive Director in October,
2004 She is also the chair of the
Remuneration Committae She
was previcusly Head of Personnel
at Royal Mal in Scotland until she
retired 1n March 2004 Barbara
was awarded an OBE in 2002 in
recogrition of her Chairmanship
of both the Careers Service
Review within Scotland and of the
Children's Hospice Association
Scotland (CHAS) Barbara Is also
a Board Member of Scottish
Enterprise, 8 Member of the
Judicial Appointments Board
Scotland, a Chair Member of the
Professional Conduct Commitiee
of the General Dental Council,
Public Interest Member of the
Counci of the Institute of
Chartered Accountants Scotland,
Employment Tribunal Member and
a lay member of the Court of the
University of Glasgow She has
recently become a member of the
Conduct Committee of the Royal
Institute of Chartered Surveyors

Meetings
Attended 9 Board meetings

Attended 4 Remuneration
Committee meetings




Angela McCusker
Appointed 1 August 2002
{reappointed 1 August 2005)

Biography

Angela McCusker has been a
Non-Executive Director of the
Student Loans Company since
2002 She was previously
Finance Director of Ellesse
International Limited and Ellesse
UK Limited For a six month
peried from October, 2004 until
March, 2005, Angela chaired the
Student Loans Company Audit
Committee She 1s a Chartered
Accountant and holds & Masters
degree (MBA) from the Open
University Angela was recently
appointed as Chief Executive of
Pilotlight Scotland - a charity
which brings together mult
disciphnary teams of senior
business people with managers
of small chanties, to coach them
through the process of planning
for growth and sustainability

Meetings
Attended 10 Board meetings

Attended 5 Audit Committee
meetings

Attended 4 Remuneration
Committee meetings

Chnistian Torkington
Appomted 11 March 2004
(Reappointed 1 March 2007)

Biography

Chnistian Torkington joined the
Student Loans Company in 2004
and 1s currently the Managing
Director of Operations at Scottish
Widows plc, where his
responsibilities include managing
customer service, business
transformation and IT for Scottish
Widows He has led major
strategie change programmes
within a variety of public and
private sector organisations
Christian held a number of semor
positions within Barclays Bank
plc, including setting up of group
operations shared services,
leading major business and IT
change projects for the UK bank
and supporting the Group Chief
Executive in dealing with
regulatory and nsk 1ssues He s a
Chartered Accountant and was &
management consultant for many
years prior to joining Barclays

Meetings
Attended 8 Board meetings

Attended 4 Audit Committee
meetings

MAIN BOARD AND
EXECUTIVE BOARD
MEMBERS

Ralph Seymour-Jackson
Chief Executive

Appointed 21 July 2003
(Reappointed 1 January 2007)

Biography

Ralph Seymour-Jackson was
appointed Chief Executive in
2003 and responsible for the
overall management of the
Company, incorporating business
development, strategy and
planning and the Company's
three directorates He launched
his career as a pilot in the RAF
befare joining Norwich Union to
train as an Actuary Ralph joined
Scottish Provident in 1992,
spending four years as Chief
Executive of their Greek
operation In 1998 he became
Scottish Provident's Head of UK
Operations When Scottish
Provident was acquired by Abbey
National 1in 2001, Ralph was
appointed |T Director for the
combined life businasses

Meetings
Attended 9 Board meetings

Attended 4 Audit Committee
meetings

Attended 4 Remuneration
Committee meetings
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EXECUTIVE MANAGEMENT
TEAM

Derek Ross

Deputy Chief Executive

Biography

Derek Ross was appomnted
Deputy Chief Executive m
February 2007 He 1s also
Director of Operations
responsible for Business
Services, Customer Services and
Change Management Since
Joining the Student Loans
Company in 1999, Derek has
been Director of Admirustration,
Company Secretary, and Legal
Services and Corporate
Comphance Manager Before
joining the Company, he was a
practising scheitor for 15 years,
both In the pnvate and public
sector Derek 1s a member of the
Law Soctety of Scotland and, in
addiion to his legal qualifications,
holds a Masters degree (MBA)
from the University of Glasgow

Meetings
Altended 10 Board mestings

Wallace Gray
Information and Communications
Technology (ICT) Director

Biography

Wallace Gray has been

Director of ICT since October 2001
and is responsible for Systems
Development, Telecommunications
and Technical Infrastructure
Architecture
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Before joining the Student Loans
Company, Wallace was the IT
Drirector for the Scottish Legal Aid
Board where he worked for five
years During his 25 years as a
computer professional, he has
held positions in Standard Life,
Britanma Life and Robert
Flemings Merchant Bank Wallace
has three Masters Degrees mn
Business Administration (MBA),
Human Resource Management
and e-Business, aswellas a
BSc in Computing He is currently
studymng towards a Doctor of
Education (EdD) at Strathclyde
University He 1s a member of the
Association of Project Managers
and 15 one of a select number of
UK Project Managers 10 be
awarded a Cerbficated Project
Manager (CPM} title by the 1APM

Meetings
Attended 10 Board meetings

Ron Watson
Finance and Admiristration
Director

Ron Watson was Finance and
Administration Director until

his resignation on 5 September
2006

Meetings
Attended 1 Board meating

Attended 2 Audit Committee
meetings

Attended 1 Remuneration
Committes meeting

Eileen Rae
Acting Director of Finance

Biography

Eileen Rae was Acting Director of
Finance from 11 September 2006
until 14 May 2007 Dunng this
period, she was responsible for
all the Cempany's financial
matters reporting directly to the
Chief Executive

Elleen's substantive role in the
organisation 1s Head of Financial
Services, through which she 1s
responsible for all statutory
accounting matters, the
Company's procurement
activities, collection of arrears on
the mortgage-style loan book and
management of the contract for
debt sale administration She
joned the Company in
September 2001, having held a
number of senior finance roles in
private sector financial service
organisations

Meetings
Attended 8 Board meetings

Attended 3 Audit Commitiee
meetings

Attended 1 Remuneration
Committee meeting




Les Campbell
Director of Finance

Biography

Les Campbell joined as Director
of Finance an 15 May 2007 He is
responsible for all aspects of
Finance, including Financial and
Corporate Services Before
joinung the Student Loans
Company, Les was the Director
of Finance at Glasgow Housing
Association for three and a half
years Priorto that, he was the
Group Financial Controller at
Briish Energy plc for seven
years, having previcusly worked
with Scottish Power plic and
PricewaterhouseCoopers He is
a board member of the Scottish
Legal Ard Board, the non-
departmental public body
responsible for managing legal
aid in Scotland He 1s also a
council member of Quarriers, the
charity dealing with the disabled,
people with epilepsy and young
people Les s a member of the
Institute of Chartered
Accountants of Scotland

Chris Andrew
Company Secretary

Blography

Chnis Andrew has been Company
Secretary since February 2004
He provides a secretarat to the
Company's Board of Directors,
ensuring that all necessary
Corporate Governance
requirements are compled with
Chns joined the Company in
1999 as Head of Audit, having
previously worked at KPMG as a
Senior Audit Manager

In addition to his responsibilities
as Company Secretary, he 1s a
member of the Company's
Executive Board and leads the
Corporate Management Board
(CMB) which handles the day to
day runnming of the business
including all budgeting,
establishment and risk
management 1ssuas Chris I1s
responsible for Assurance
Services, which encompasses
the areas of corporate
assurance, internal audit, legal &
comphance and communications
and corporate affairs He became
a member of the Chartered
Institute of Public Finance and
Accountancy (CIPFA) in 1990

Meetings

Attended 10 Board meetings
Attended 5 Audit Committee
meetings

Attended 4 Remuneration
Commiitee meetings

ASSESSORS

Michael Hipkins

Director of Student Finance
Strategy

Represents the Secretary of
State for Education and Skills

Biography

Michael Hipkins has been
Director of Student Finance
Strategy at the Department for
Education and Skilis since 2004

Meetings

Attended 10 Board mestings
Attended 4 Audit Committee
meetings

Attended 3 Remuneration
Committee meetings

Gill Troup
Head of Higher Education and
Learner Support

Represents Scottish Ministers

Biography

Following the departure of John
Rigg, the former assessor for the
Scottish Ministers, Gill has been
Head of Higher Education and
Learner Support in the Scotish
Executive since August 2004
During that period she also
headed up the Executive's
capability review Previously, from
June 2002 when she joined the
civil service, she was Head of
Further and Adult Education She
has held the post of Assessor
within the Student Loans
Company since 1 May 2006 Gll
has subsequently vacated her
post at Scotish Executive and
the incoming Assessor
representing Scottish Ministers,
with effect from 2007/08, 1s
Stephen Kerr

Meetings
Attended 6 Board meetings

Footnotes

Board Attendance
10 meetings were held between April 2006
and March 2007

Audit Committee
5 Audit Committee meetings were held
between April 2006 and March 2007

Internal Audit was represented at all Audi
Committee meetings by the Head of
Internal Audit

Remuneration Commitiee
4 Remuneration Committee meetings were
held between Apnl 2006 and March 2007

HR was represented at all Rernuneration
Committee meetngs by the Head of HR
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Chairman's Statement

Work 1s now progressing
very satisfactorily on the
development and
implementation of the
new Student Finance
Service for England,
following last year's end-
to-end review of student
finance delivery and the
new role we have been
invited to take up

Already, there 1s strong evidence
that the operational eficiencies
we expect to see from the new
processes will be delivered but

| think that it 1s equally important
that the guiding principle for our
development of the new service
1 a renewed emphasis on
supplying what our customers
tell us they need

The complex project on which we
are now engaged has been given
the working ttle of 'Customer
First' and this illustrates our
increased focus We cannot allow
ourselves to be complacent about
the fact that we continue to be
told by customers that we provide
them with a good service and
give a high level of satisfaction
our customers' expectations on
service dehvery in all aspects of
their lives are quite nghtly
increasing, particularly as more
and more transactions are bemng
carred out via the internet




We ses this step-change in
customer service - particularly as
it will depend on the use of
electronic transactions - as the
key guiding principle 1n our
creation of the new environment
for our customers in England

For more than 16 years, the
Student Loans Company has
carried out s work from its base
in Glasgow but arrangements are
now well advanced for the setting
up of a major new base In
Darlington This 1s, of course, in
addition to the important
operation in Colwyn Bay that we
run on behalf of the Welsh
Assembly Government

For some time we have enjoyed
a high standing as a major
employer in Glasgow, with a
particular emphasis on work-life
balance and a family fnendly
working environment

This has as many benefits for us
as a business as it does for those
whaose working life 1s enhanced
and we mtend to ensure that the
same working culture continues
to extend to Darlington and
Colwyn Bay

We recognise that the requirements
of our commissioning stakeholders
are frequently significantly different
from those of the Department for
Education and Skills Whilst there
will be considerable focus in the
coming year and beyond on the
implementation of the first phases
of the new Student Finance Service
for England, we will continue to
ensure the best possible response
to the diverse needs of Scotland,
Wales, Northern Ireland and Higher
Education Institutions in respect of
student maintenance loans, bursary
provision and a range of other
student finance-related services

I am confident of our ability to
meel the varying needs of our
stakeholders because the
Company 1s led by an excellent
managerment team, we have well
motivated and committed staff
and a robust and reliable
information technology
infrastructure

We have an important and
challenging job to do n the
corming year | am sure we will
meet that challenge

ettt ettt

Keith Bedell-Pearce
Chairrman
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Directors' Report

The directors have pleasure in
submitting their annual report and
the financial statements of the
Company for the year ended 31
March 2007 The financial
statements have been prepared
in accordance with the
Companies Act 1985 as
augmented, where appropnate, in
respect of additional informatton
as directed by the Secretary of
State for Education and Skills
This has been done with the
consent of the Treasury, as set
out In the Accounts Direction
given by the Secretary of State
for Education and Skills, with the
approval of the Treasury, in
accordance with the Financial
Memorandum of 4 May 1999

Statutory background

and history

The statutory background of the
Company 1s provided within the
Management Commentary at
page 7

Business Review

The information in the section
entitied 'Management
Commentary' on pages 6 to 33
has been provided in accordance
with section 234ZZ8B of the
Companes Act

Dividends

The Company has no
accumulated reserves and
accordingly the directors do not
recommend the payment of a
dividend (2006 ENil)

Directors and their interests
The directors of the Company
serving during the year were as
follows

Keith Bedell-Pearce
Executive Chairman (part-time)

Tanvi Davda
Non-Executive *A

lan Dickson
Non-Executive"

Barbara Duffner
Non-Executive

Angela McCusker
Non-Executive *~

Ralph Seymour-Jackson
Chief Executive

Christlan Torkington
Non-Executive *

All non-executive directors are
considered to be independent

None of the directors had any
interest in the shares of the
Company throughout erther the
year ended 31 March 2007 or
31 March 2006

* Member of the Audit Committee throughout the year

A Member of the Remuneration Committee throughout the year

The Company 1s wholly owned by
the Secretary of State for
Education and Skills and the
Secretary of State for Scotland

The Chief Executive 15 also the
Accounting Officer for the
Company

The Secretary of State for
Education and Skills was a
shadow director of the Company
under Saction 741 of the
Companies Act 1985 throughout
the year

Fixed assets

Full details of the movement in
fixed assels are given in note 9 to
the financial statements
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Employees

It s the Company's aim o keep
employees informed about iis
affairs and in particutar about
those matters that affect them
directly To this end, newsletters
and information memoranda are
1ssued regularly to employeas In
addition to meetings of the Joint
Negotiating & Consultative
Committee These meetings are
attended by representatives of
the Public and Commeracial
Services {PCS) Union, which
was officially recognised by the
Company in November 2000

The Company 1s an Equal
Opportunities Employer and
gives full consideration 1o suitable
applicatons from disabled
persons Opportunities also axist
for employees who become
disabled to continue in their
employment or to be trained for
other positions within the
Company

The Company achieved Investors
in People {P) re-accreditation on
17 January 2007

Chanitable donations
During the year the Company
made no chantable donations
(2006 £ Nif}

Creditor payment policy
The Company aims to pay
suppliers within 30 days of
receipt of invoice or In
accordance with agreed terms

and conditions The Company
adheres o the principles of the
Better Payment Practice Code

Throughout the year, 90%
(2006 91%) of invoices were
paid within agreed terms

Corporate Governance

As an Executive NDPB, the
Company's control framework is
set out In the Financial
Memorandum The Financial
Memorandum refers to the
appropnate Government
guidance on Corporate
Governance, including
Government Accounting

A revised Combined Code on
Corporate Governance was
published in June 2006

As a matter of good practice the
Company has, since 1995,
adopted published corporate
governance guidelines and has
reported accordingly in the
annual directors' reports This is
despite the fact that the Company
15 not a listed Company of the
lype to which these requiremants
were directed However, with the
publication of the Combined
Code in 1998, and subsequently
the revised Code in 2003 and
then in 2006, there are a number
of matters with which, due 1o its
status as a NOPB, the Company
cannot comply The following
exceptions from Its provisions
should therefore be noted

+ all appointments at Board level
are made by the shareholders
consequently there 1s no
Nominations Commuttea,

+ for the same reason, there 1s
no provision for re-election of
executive directors,

¢ remuneration of the Chairman
and Chief Executive I1s
determined by the
shareholders including
arrangements relating to loss of
office,

+ remuneration packages of
executive directors do not
include a significant
performance-related element,

+ remuneration of non-executive
directors Is set by the
shareholders

As defined within Government
Accounting, the Accounting
Officer 1s charged, in the
Accounting Officer Memorandum,
with maintaining a sound system
of internal control that supports
the achievement of the
Company's policres, aims and
objectives, and regularly
reviewng the sffectiveness of that
system He s also responsible for
signing the Statement on Internal
Control

The Accounting Officer's
Staterment on Internal Control for
the year ended 31 March 2007 1s
provided on pages 45 to 52




SLC Main Board

The role of the SLC Main Board
1S to

* sel the strategic direction of the
Company within the policies
and business framework set by
Ministers

» oversee the effective and
efficient discharge of the
Company's statutory
responsibilities

* ensure that appropnate
strategic, corporate, operating
and financral plans are in place
for the delivery of services
required of the Company by
Mirusters

+ ensure the Company acts in
accordance with Ministers’
policies and does not operate
beyond directions 1ssued by
Minsters

* ensure the Company meets
Companies Act statutory and
regulatory responsibilities,
including those for corporate
governance The Board should
ensure that the highest
standards of corporate
governance are observed

* give advice as sought by
Ministers on policy formulation
and on the most effective and
efficient delivery of policies

+ respond effectivaly to the
varying demands of different
partners imposed by devolution
and private sector clients

Remuneration Commitiee
The members of the Remuneration
Committes consist of at least three
non-executive directors who are
independent of management and
free of any busmness or other
refationships (iIncluding cross-
directorships or day-to-day
involvement in the management of
the business) which could interfere
with the exercise of their
independent pudgement

The duties of the Remuneration
Commitiee are

* to determine those posts which
will be designated as senior
staff posts,

+ to determineg the contracts of
employment, including all terms
and conditions of service, for
senior staff taking account of
guidance and market
information where appropnate,

* to monittor and evaluate the
performance of senior staff,

* to determine the remuneration of
senior staff, ensunng that semor
staff are fairly rewarded for their
contribution to the Company
having regard to affordablity,
guidance and market
information where appropnate,

* 10 support the Chief Executive
in making recommendations
each year (or such other period
as may be agreed) to the Board
on the appropnate pay award
for all other staff 10 be submitted
for mimstenal consideration

In addition, a severance policy Is
in operation

Audit Committee

The members of the Audit
Committee consist of at least
three non-executive directors who
are independent of management
and free of any business or other
relationships (including cross-
directorships or day-to-day
involvement in the management
of the business) which could
mterfere with the exercise of therr
independent judgement

The Audit Committes will advise
the Accounting Officer and Board
on

* the strategic processes for rigk,
controf and governance and
the Statement on Internal
Control, including the
sSuUpportng assurance
frarnework,

+ the accounting policies, the
accounts, and the annual
report of the Company,
including the process for review
of the accounts prior to
submission for aud, levels of
error identified, and the Board's
leftar of representation to the
External Auditors,

+ the planned activity and results of
both intemal and externat audit,

* the adequacy of management
responses to 1ssues dentified by
audit activity, including external
audit's management letler,

+ assurances relating to the
Company's corporate
governance requirements (e g
compliance with the Financial
Memorandum, Government
Accounting, etc),




L]

proposals for procunng internal
computer audit services and
external audit services {if
appropriate), or for the
purchase of non-audit services
from firms who provide audit
services,

¢ the External Auditor's
remuneration, in conjunction
with the Finance Director,

* fraud management policies and
practices and whistle-blowing
processes

The Audit Committee will also
penodically review its own
effectiveness and report the
results of that review to the
Board

Throughout the penod, both
external and internal audit had
the nght of independent access
to the Chawrman and members of
the Committee

Going concern

The balance sheet at 31 March
2007 shows net hatilites of
£17,382,000 (2006 £10,701,000)
These habilities anse as a result
of the inclusion of pension fund
habiihes falling due in future
years in accordance with the
accounting treatment required by
FRS 17 Retirement Benefits, and
a provision in respect of
dilapidations arising from the
Company's leasehold
commitments
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To the extent that they are not to
be met from the Company's other
sources of mcome, these
hatililes may only ba met by
future grants or Grant-in-Aid

from the Company's spensoring
departments This 1s because,
under the normal conventions
applying to the parhamentary
control over income and
expendrture, such grants may not
be i1ssued in advance of need

Grant-in-Aid for 2007-08, taking
nto account the amounts
requtred to meet the Company's
habilites faling due in that year,
has already been included in the
Department's Estimates for that
year, which have been approved
by Parhament, and there 1s no
reason to believe that the
Department's future sponsorship
and future parliamentary approval
will not be forthcoming It has
accordingly been considered
appropriate to adopt a going
concern basis for the preparation
of these financial statements

The net ability position presented
n the balance sheet s entirely a
result of the recogrition of pension
habiities and dilapidations
prowisions There 15 no iImpact on
the Company's ability to provide
its services to either its customers
or key business partnars and,
therefore, no changes are required
to the way in which the Company
operates

Statement of disclosure of
information to auditors

The directors who held office at
the date of approval of this
directors' report confirm that, so
far as they are each aware, there
15 no relevant audit information of
which the Company's auditors
are unaware, and each director
has taken all the steps that
he/she ought to have taken as a
director to make himseli/herself
aware of any relevant audit
information and to establish that
the Company's auditors are
aware of that information

Auditors

A resolution regarding the
reappointment of auditors to the
Company is to be proposed at
the forthcoming Annual General
Meeling

By order of the Board

#

Ralph Seymour-Jackson
Director and Accounting Officer

21 5t Thomas Street
Bnistol
BS16JS

26 June 2007



Statement on Internal Control

This statement s provided by the
Accounting Officer n line with
corporate governance guidance
1issued by HM Treasury, as
described in the Directors’ Report
on page 42

Scope of responsibility

As Accounting Officer, | have
responsibibity for mamtaining a
sound system of intarnal control
that supports the achievement of
the Company's policies, aims and
objectives, whilst sateguarding
the pubhe funds and
departmental assets for which

| am personally responsible, in
accordance with the
responsibiities assigned 1o me
in Government Accounting

The Student Loans Company Is a
non profit making publicly funded
private imited company From its
inception in 1989, the Company
has been wholly owned by the
Secretary of State for Education
and Skills and the Secretary of
State for Scotland, but ownership
status 1s being raviewed by the
Departments following the
transfer of responsibility for
student support 1o Scottish
Mirmisters Since 1996, the
Company has also been an
executive Non Departmental
Public Body (NDPB) As ant NDPB
the Company 1s required to
adhere to public sector standards
of Government Accounting n all
Its operations and activities,
except whera alternative Treasury
approved contractual standards

are n place It s also required to
comply with the requirements of
the Companigs Act and meet the
requirements of good
governance

The role of the shareholders 15 to

+ determine policy for student
support, establish and mamintan
the legislative framework

+ set the Company's pnme
functions, Its prime strategic
focus, business objectives and
specific operational targets

« provide a resource budget and
Grant-in-Aid to enable the
Company to operate effectively
and efficiently

* report o Parliament, including
the Scottish Parlament and
Ministers, and to Government
on the general role and overall
operation of the Company

The funding bodies have an
nvolvement in the governance of
the Company through the role of
the Assessors, who are sent by
the shareholders to attend Board
Meetings The Assessors may also
attend meetings of sub-committees
of the Board The role of the
Assessors 1S to represent the
shareholders and make comments
at Board Maetings as appropriate
Internal control and nsk update
reports are provided to the Audit
Committee and the Board on a
regular basis, and as such are
considered by the Assessors

In accordance with guidance, and
consistent with permission given
by the London Stock Exchange to
the Boards of listed companies,
the Company has comphed with
‘Internal Control Guidance for
Directors on the Combined Code'
(the Turnbull guidance), which
underpins provision C2 of the
Combined Code, where possible
It has also complied with
Government Accounting, Section
21, 1ssued by HM Treasury

The purpose of the system
of internal control

The system of internal control 1s
designed to manage nsk to a
reasonable level rather than to !
eliminate all nsk of failure to
achieve policigs, aims and
objectives, it can therefore only
provide reasonable and not
absolute assurance of
effectiveness The system of
internal control 1s based on an
ongoing pracess designed to
identify and priontise the rnsks to
the achtevement of departmental
polictes, aims and objectives, to
evaluate the likelihood of those
risks being realised and the
impact should they be realised,
and to manage them efficiently,
effectively and economically The
system of internal control has
been in place \n the Company up
to 31 March 2007 and up to date
of approval of the annual report
and accounts, and accords with
the Treasury guidance
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Capacity to handle rnisk
Under my direction, day to day
responsibility for the nsk
management process has been
given to the Corporate
Management Board {CMB},
under the overall leadership of
the Executive Board

The CMB has responsibility for
controling and monitoring the
Company's operational and
financial management and
performance, and its supporting
internal control framework,
ensuring that all business
services are striving towards the
Company's strategic objectives
and key business objectives, as
sat by the Main Board and the
Executive Beard This Group has
been established by the
Executive Board in response to
the increasing size and
complexity of the business, and
has enabled the Company to
ensure that operational
management decisions are taken
at the most effective and
appropnate evel The CMB's
Terms of Reference are as
agreed with the Executive Board,
and are subject to periodic
review Decisions taken by the
CMB on reserved maters are
subject 10 approval at Main Board
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and/or Executive Board level, as
appropriate

The CMB's Terms of Refarence
include responsibility for

* reviewing and approving the
Company's internal control
policies for presentation to the
Executive Board and the Main
Board,

+ reviewing and approving
internal control standards,
guidelines and procedures as
appropriate and assessing their
effectiveness in managing
business rnisks,

+ ensunng that responsibility for
managing nsk is clearly
assigned and that necessary
actions are taken to mitigate
against identtfied risks, In
accordance with the
Company's risk policy

Reporting to the CMB, the
Corporate Assurance Manager
and his staff define the nsk
measurement system that shall
be cbserved and act as the key
interface with the busmmess in
relaying the risk management
policy expectations and how
these are transferred into
practical business steps which
business managers can follow

A nsk management system has
been implemented within the
Company which has improved
the overall performance of the
risk management process
Training and guidance 1s provided
to business users to enable them
to understand their
responsibiities and the
mechanisms employed to
achieve these respensibiliies

An on-fine users' manual s
avaitable to assist with training

The nisk and control
framework

The Company's nsk management
policy s to ensure that business
nsks are understood, proactively
assessed and managed in such
a way that the impact of these
nisks 1s maintained in accordance
with the Company's appetite and
tolerance for nisk The rnisk
management policy 1s based
upon the following series of
pnnciples

« business nsks are understood,
quantified, pnorntised and
managed to an acceptable
level,

* an adequate and effective
system of internai control 1s
established and maintained,




the effactiveness of the system
of internal control and nsk
profile 1s reviewed and
disclosed on a reqular basis

The nsk management policy
apphes to all of the Company's
bustness areas and the business
processes and activities
established to achieve rts
objectives

Responsibility and accountabilily
for risk management Is clearly
assigned and accepted The
Executve Board and CMB are
familrar with, and competent tn,
the apphcation of the risk
management strategy

The key elements of the nsk
management strategy are
descrnibed below

Business risks are understood,
quantified, prioritised and
managed to an acceptable level

Reasonable care shall be taken
to dentify risks affecting the
business These shall be
documented In a nsk register,

Risks will be assessed in
respect of the combination of
the hkelihood of the nsk
matenahsing and the impact

which arises If it does
matenalise,

¢ Indwidual responsibility shall
be clearly defined,

* RED and AMBER nisks shoufd
be revtewed monthly and when
there 15 significant change to
business objectives,
orgamisational structure,
processes, systems or in the
external environment GREEN
risks should be reviewed
quarterly

An adequate and effective
system of internal control is
established and maintained

+ Relevant regulatory
requirements, government
gudance, laws and codes of
practice shall be observed,

* Relevant Company policies and
codes of conduct shall be
observed,

+ The Company's business
systems and processes should
meet all appropnate service,
security and busimess
continuity management
standards, any gaps will be
documented on the nsk
register,

+ Appropriate resources shall be

provided to ensure that defined

nsk management
responsibiities are eflectively
discharged

The effectiveness of the
system of internal control and
risk profile Is reviewed and
disclosed on a regular basis

+ Mechanisms shall be in place
for reviewing the effectiveness
of the existing control
framework,

+ The Strategic and Corporate
Risk Registers and associated
internal ¢controls shall be
reported to the CMB Risk
Management Sub Group on a
monthly basis, to the Audit
Commitiee on a quarterly
basis, and to the Board on a
si-monthly hasis,

* The adequacy of the
Company's systems of internal
control Is assessed via an
approvead programme of audit
reviews carned out on a rolling
four year cycle,

+ Key controls checklsts are

signed off by all business areas

on a quarterly basis
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Risk Seventy

The following matrix defines the seventy of risk relative to the assessed

scores for impact and ltkelihood

The table below defines the necessary actions to be taken in managing

High M H H
Med/High M H H
'g Med L M M
£ | Med/Low L L M
Low L L M
Low Med High
[ Likelihood

the nisks with the various severities

HIGH

Immediate action 1s required to manage this nisk down by
the development of a comprehensive control framework
The status of the rnisk and progress of the nisk treatment
actions should be reviewed monthly These nsks will be
escalated to a higher management forum for management,
e g operational nsks will be escalated to corporate risks
for management by the Corporate Management Board

MEDIUM

Assurance that these nisks are being managed should be
provided by the development of an appropnate control
framework The status of the risk and progress of the nsk
treatment actions should be reviewed monthly AMBER
operational nsks that are of a company-wide nature will be
monitored by the Corporate Management Board

LOwW

The status of these nisks and progress of the nsk
treatment actions should be reviewed quarterly, as a
minimum




Risk appetite

Risk 1s unavoidable and every
organisation needs to take action
to manage risk to a level which 1s
tolerable The amount of risk
which 15 judged to be tolerable is
the "nsk appetite” Risk appetite
will be wdged on a nsk by nsk
basis and will drive the nature of
the contro! framework established
to mitigate the nsk

Embedding Risk Management
The Company's aim 1s to embed
rnisk management into its
activities Roles and
responsibiities are assigned as
described in the Company's risk
management policy and the nisk
management process has been
implemented based on this
policy Key features of the
process are

* Maintenance of a Strategic
Risk Register, with annual
refreshaes via a Strategic Risk
Workshop attended by the
Executive Board and Corporate
Management Board

+ Maintenance of Operational
Risk Registers within each
business area, with quarterly
refreshes attended by the
managers and team members

+ Maintenance of a Corporate
Risk Register, containing those
nsks that have been escalated
for management by the
Corporate Management Board
This 15 reviewed monthly

Review of the Strategic and
Corporate Risk Registers with
stakeholder representatives, to
ensure that the Company's
identified high level nsks are
consistent with the view of
stakeholders

Review of effectiveness

As Accounting Officer, | have
responsibiity for reviewing the
effectiveness of the system of
internal controt My review of the
effectiveness of the system of
internal control 1s informed by the
work of the internal auditors and
the management board within the
Company who have the
responsibility for the development
and maintenance of the internal
control framework, and
comments made by the external
auditors in therr management
letter and other reports | have
been advised on the implications
of the result of my review of the
effectivaness of the system of
nternal control by the Board, the
Audit Committee, the Executive
Board and the CMB and a plan to
address weaknesses and ensure
continuous improvement of the
system 1s In place

The key elements of the system
of internal control are as follows

+ regular mestings of the Board
of Directors which has a
schedule of matiers which are
specifically reserved for its
approval and which are the
subject of reqular standard
reports as required,

arrangements under a
constitution for an Audit
Committee of the Board 10
meet regularly and receive
frorn management and internal
and external audiors, inter aha,
reports on the system of
internal control, and to provide
reasonable assurance that
control procedures are In place
and are being followed,

arrangements under a
constitution for a Remuneration
Committee of the Board to
determine the remuneration
and terms and conditions of
service for senior staff posts,
and to support me 1n making
recommendations to the Board
on the appropriate pay award
for staff,

an organisational structure
within the Company to support
business processes and with
clear ines of responsibility,

an Accounting Policies and
Practices Manual, key changes
to which are approved by the
Board,

an Internal Audit function
working to Government Internat
Audit standards, with an annuai
internal audit plan and
producing an annual internal
audit report,

a Corporate Assurance
function, responsible for
establishing and mamtaining
nsk management, secunty
managemant and quality
management processes,
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-

a Legal and Compliance
function, to monitor complance
with relevant legislation,
Including the Data Protection
Act and Freedom of
information Act,

provision by each member of
the Executive Board and the
CMB of an annual Directorate
Statement of Assurance to me,
confirming their acceptance of
their delegated responsibihty
for maintaining an adequate
system of internal control and
risk management,

adoption of a rnisk-based
approach to internal controt
through evaluating the
likelihood and significance of
dentified corporate nsks,
resting responsibility for risk
management and internal
control with designated owners,
and with an ongoing process of
monitoring and reporting
progress against the
Company's key nsks,

a Corporate Financral Plan,
supporting strategic and
operabonal plans, with a
detatled annual budget,
regularly revised forecasts, a
companson of actual spend
with budget/forecast on a
monthly and quarterly basis,
operating cash flow and
variance statemants, and key
performance indicators, all of
whuch are reviewed by the
Board,

-

measunng financial and other
performance agamnst key
performance Indicators,

a corporate diary designed to
ensure that all key dates and
deadlines are achieved with a
monthly high fevel report,
looking forward 12 months,
being submitted to the Board,

+ an Annual General Mesting Is
held

The Audit Committee of the
Board has met regularly in
accordance with an approved
schedule throughout the year
The Remuneration Committee of
the Board has also metin
accordance with an approved
schedule

A self-assessment exercise has
been conducted on the
Company's risk managerment
process, using the HM Treasury
Risk Management Assessment
Framework In the opimion of the
Executive Directors and the
Heads of Service, the overall
average assessment s that the
matunty of the nsk management
process within the Company 1s
between level 3 ("implemented in
all key areas”) and level 4
(“embedded and improving”)

Significant Internal Contro!
Problems

The following significant control
preblems, or matters that have
attracted significant public
intersst, have been 1dentified in
accordance with the description
set out in Government
Accounting

Fraud investigations

Following the disclosure in my
last Statement on Internal Control
(for FY 05-08) of the Company's
support for the investigations led
by the DIES into possible fraud,
over the past year the Company
has continued to provide support
for these investigations One
investigation related to the use of
stolen birth certificates The other
was associated with the National
Fraud Intiative, led by the Audit
Commission, which compares
databases held by Government
agencies in an effort to determine
whether any applications for
funding are inehgible or
fraudulent As a result of these
investigations, final reports have
now been 1ssued by the DfES,
and it has now been confirmed
that fraud has been perpetrated
in both cases To date five people
have been sentenced or are
awaiting sentence for student
loan fraud




While the Company 1s not
responsible for the kay processes
that are pertinent to these
investigations, since It doas not
control the end to end process
from application through
repayment, we have woarked with
our partners to address the
control problems that have now
been identiied As a result, we
have now taken action to reduce
the level of nsk while mantaming
the service that we currently
provide for students, and a
number of application process
changes have been included as
part of the annual change
programme for AY 07/08 or as
internal process changes that are
being addressed via an SLC
fraud prevention and detection
working group As part of these
changes, an updated SLC Fraud
Policy / Strategy will shortly be
produced, this will set out the
Company's updated approach to
fraud management and seek to
guantify the extent of any
remaming exposures In addition,
the Customer First fraud
prevention work package 1
currently considering the
appropriate controls that will need
to be n place for the new
Student Finance Service, which
will be introduced for AY 09/10

To increase our understanding of
this problem, a Fraud Risk
Management Exercise was
conducted on behalf of the DIES
by the NHS Counter Fraud and
Secunty Management Service
This exercise was aimed at
measuring the prevalence of
fraud within the student finance
system in AY 05/06 Based on
this work, it has been estimated
that 0 33% of AY 05/06 loan
payments were made to English
applicants where either students
had prowvided fatse information to
support therr applications, or
there was a deliberate attempt to
obtamn finance where the students
knew they were not entitled to it
Based on our current knowledge
of other large scale benefit
systems in the UK public sector,
we believe that this figure
compares favourably with the
lavel of fraud present in these
syslems, howevear, we are not
complacent in our efforts to
reduce the level of fraud in the
sludent finance system even
further To assess whether the
steps that are now being put In
place have helped to reduce the
lavel of fraud n the system, it 1s
currently the intention to conduct
a further fraud risk assessmant
exercise n approximately two
years' time

Student Support
Overpayments

incorrect payments of student
supporl are being made to
students as a result of late
notifications of withdrawal from
students and/or HEISs, resuiting in
payments beng made to
students who are not eligible,
having withdrawn

While the Company 1s not
responsible for the key processes
that are pertinent to these
overpayments being made, since
it does not contro! the end to end
process from application through
to repayment, we are working
with our partners to consider a
range of options to prevent
payments from being made to
students who have withdrawn, as
part of this process 1t will be
necessary to clarfy the roles and
responsibilites of the Company
and its partners in addressing
this 1ssue

The Fraud Risk Management
Exercise (referred to above)
estimated the value of avoidable
loan payments caused by ‘fallure
to noufy' to be 0 28% 0 AY
05/06 Thss figure does not
necessarily represent a 10ss, as
any overpayments are recovered
by way of normal income
contingent loan repayments
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In addition to this, where a loan
overpayment 15 identified the
Company also takes steps to
recover the amount of the
overpayment directly from the
student, any amount recovered in
this way 1s deducted from therr
outstanding balance due to be
collected via normal repayment
To assess whather the steps that
are now being put In place have
helped to reduce the level of
fraud In the system, It 1s currently
the intention to conduct a further
fraud risk assessment exercise in
approximately {wo years' time

Income Contingent

Repayment Qverpayments
There 15 one matter that has
been included due to the
significant level of public interest
towards the end of the Financial
Year Due to the time lag involved
in the distnbution of P14 files, all
customers who repay by PAYE
will overpay, some significantly
80, unless the customer takes the
inthiative to instigate appropriate
action by using the self-predictor
tool and contacting the Company

This situation 15 an outcome of
the way in which the mcome
contingent repayment scheme
operates, and the scale of this
1ssue will grow 1n future years as
more customers complete the
repayment of therr loans The
Company has put in place
arrangements to ensure that when
this occurs, the amount of the
overpayment (together with the
asscciated interest) will be
returned promplly to the customer

The Company 1s working with the
DiES and HMRC to minimise the
impact through effective customer
communications that help to
explain how the process works,
whilst continuing to explore
mitigating actions

7
(¢

Ralph Seymour-Jackson
Chief Executive and Accounting
Officer

26 June 2007




Statement of Directors' Responsibilities in respect
of the Directors' Report and Financial Statements

The directors are responsible for
preparing the Directors' Report
and the financial statements in
accordance with apphcable law
and regulations

Company law requires the
directors to prepare financial
statements for each financial
year Under that law they have
elected to prepare the financial
statements 1n accordance with
UK Accounting Standards and
applicable law (UK Generally
Accepted Accounting Practice)

The financial statements ara

required by law to give a true and

fair view of the state of affairs of
the company and of the result of
the company for that period

In preparing these financial
statements, the diregtors are
required to

* select suitable accounting
policies and then apply them
consistently,

* make Judgements and
estimates that are reasonable
and prudent,

* state whather applicable UK
Accounting Standards have
been followed, subject to any
material departures disclosed
and explained in the financial
statements, and

+ prepare the financial
statements on the going
concern basis unless it 1s not
appropnate to presume that the
Company will continue in
business

The directors are responsible for
keeping proper accounting
records that disclose with
reasonable accuracy at any time
the financial position of the
Company and to enable themn to
ensure that its financial
statermnents comply with the
Companies Act 1985 They have
general responsibility for taking
such steps as are reasonably
open to them to safeguard the
assets of the Company and to
prevent and detect fraud and
other irreguiariies

The directors are responsible for
the maintenance and integrity of
the corporate and financial
information includad on the

Company's website Legislation in
the UK governing the preparation

and dissemination of financial
statements may differ from
legislatton ; other jurisdictions

In addition, the DfES, with the
agreement of the Scottish
Executive and, in Northern
Ireland, the Department for
Employment and Learning,
re-appointed the chief executive
as accounting officer for the
Company in July 2003 This
re-appomiment continued 10
place on the chief executive the
responsibilty for ensuring the
regularity and propriety of the
pubhc finances as set out in the
management statement
accompanying the Company's
financial memorandum
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Independent Auditors' Report to the Members
of the Student Loans Company Limited

We have audited the financial
staternents of Student Loans
Company Limited for the year
ended 31 March 2007 which
comprise the Profit and Loss
Account, the Balance Shast, the
Cash Flow Statement, the
Statement of Total Recogrised
Gains and Losses and the
related notes Thease financial
statements have been prepared
under the accounting policies set
oul theregin

This report 1s made solely to the
Company's members, as a body,
in accordance with section 235 of
the Companies Act 1985 Qur
audit work has been underiaken
50 that we might state to the
Company's members those
matters we are required to state
to them m an auditor's report and
for no other purpose To the
fullest extent permitted by law, we
do not accept or assume
responsibility to anyone other
than the Company and the
Company's members as a body,
for our audit work, for this report,
or for the opinions we have
formed

Respective responsibilities
of directors and auditors
The directors' responsibilittes for
praparnng the Annual Report and
the financial statements In
accordance with applicable faw
and UK Accounting Standards
(UK Generally Accepted
Accounting Practice) are set out
in the Statement of Directors’
Responsibilities on page 53

Our responsibility 1s to audit the
fimancial statements in
accordance with the relevant
legal and regulatory requirements
and International Standards on
Auditing (UK and Ireland}

Woa report to you our opinion as
to whether the financial
statements give a true and fair
view and are properly prepared in
accordance with the Companies
Act 1385 We also report to you
whether, In our opinion, the
information given in the Directors’
Report 1s consistent with the
financial statements The
information given in the Directors’
Report includes that specific
nformation presented in the

Management Commentary that 1s
cross referred from the Business
review sechon of the Diractors'
Report

In addition we report to you if, in
our opinion, the Company has
not kept proper accounting
records, if we have not recewved
alt the information and
explanations we require for our
audit, or if mformation specified
by law regarding directors’
remuneération and other
transactions 15 not disclosed

We read the ¢ther information
contained n the Annual Report
and consider whether it 1s
consistent with the audited
financial statements We consider
the implications for our report if
we become aware of any
apparent misstatements or
matenal inconsistencies with the
financial statements Qur
respensibiliies do not extend to
any other information




Basis of audit opinion

We conducted our audit in
accordance with International
Standards on Auditing (UK and
Ireland) 1ssued by the Auditing
Practices Board An audit
in¢cludes exanmination, on a test
basis, of evidence relevant 1o the
amounts and disclosures in the
financial statements It also
includes an assessment of the
significant estimates and
judgements made by the
directors in the preparation of the
financral statements, and of
whether the accounting policies
are approprate to the Company's
crcumstances, consistently
applied and adequately
disclosed

We planned and parformed our
audit so as to obtain all the
information and explanations
which we considered necessary
In order to provide us with
sufficient evidence to give
reasonable assurance that the

financial statements are free from
material misstatement, whether
caused by fraud or other
irregulanty or error In forming our
opinions we also evaluated the
overall adequacy of the
presentation of information in the
financial statements

Opinton
In our opinion

« the financial statements give a
true and fair view, In accordance
with UK Generally Accepted
Accounting Practice, of the state
of the Company's affairs as at
31 March 2007 and of its loss
for the year then ended,

* the financial statements have
been properly prepared in
accordance with the
Companies Act 1985,

+ the information given in the
Directors' Report is consistent
with the financial statements,
and

+ 1n all matenal respects the
expenditure and income have
been applied to the purposes
intended by Parliament and the
financial transachons conform
to the authorities which govern
them

£PME LF

KPMG LLP

Chartered Accountants
Registered Auditor

191 West George Strest
Glasgow G2 2L.J

26 June 2007
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Profit and Loss Account
for the year ended 31 March 2007

Note 2007 2006
£000 £000
Turnover 3
Grant-in-aid 65,757 56,850
Other 3,072 4212
Administrative expenses (75,936) (61,380)
QOperating deficit (7,107) (318)
Interest recevable 4 327 231
Finance costs 20 (498) (230)
Notional cost of capital 5 608 274
Result of ordinary activities before taxation
including notional cost of capial (6,670) (43)
Reversal of notional cost of capital 5 (608) (274)
Result of ordinary activities before taxation 6 (7278) (317)
Tax on result of ordinary activities 8 (87) 317
Result for the financial year 21 (%.365) -

In both years, the Company made no acquisitions and had no discontinued operations

Statement of Total Recognised Gains and Losses

Note

Actual return less expected return on
pension scheme assets

Experience gains and losses on pension
scheme liabilities

Changes in assumptions underlying the
pension scheme liabilities

Actuanal gain / (loss) recognised in STRGL 20

2007
£000

160

(70)

1,936

2,026

2006
£000

1,785

(1,461)

(6,051)

(5,727)




Balance Sheet
at 31 March 2007

Fixed assets
Tangible assets

Current assets

Debtors

Deferred tax

Cash at bank and in hand
Prepayments and accrued income

Creditors
Amounts falling due within one year

Net current assets

Total assets less current liabilities
Provisions for habilities and charges

Accruals and deferred income
Deferred capital receipts

Net liabilities excluding pension liability
Pension liability

Capital and reserves
Called up share capital
Profit and loss account

Total shareholders’ funds - equity

Note

10
1
12

13

14

15

20

16
21

17

2007
£000 £000 £000

4,182
4,019 4,477
261 .
8,691 17566
3,612 3,191
16,583 25,234
(16,583) (25,234)

4,182

(7,365)

(4,182)

(7.365)

{10,017)

{17,382)

(17,382)

(17,382)

These financial statements were approved by the Board of Directors on 26 June 2007 and

were signed on its behalf by

~
-

Ralph Seymour-Jackson
Director and Accounting Officer

2006
£000

4,738

4,738

(4,.738)

(10,701)

(10,70%)

(10,701)

(10,701)
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Cash Flow Statement

for the year ended 31 March 2007

Net cash (outflow} / inflow from
operating activities

Returns on investments and
servicing of finance
Bank and other interest recewed

Taxation

Corporation tax paid
Corporation tax repaird

Capntal expenditure
Payments to acquire tangible fixed assets
Receipts from sales of tangible fixed assets

Net cash outflow from capital expenditure

Net cash (outflow) / inflow before financing

Financing

Capital funding received from the funding bodies

(Decrease) / increase in cash in the period

Net funds at 1 April

Net funds at 31 March

Note

18

2007
£000 £000

(9,239)

329

(118)
153

(538)

(538)

(9,413)

538

(8,875)
17,566

8,691

2006
£000 £000

1,468

233

(414)

(614)
15

(599)

688

599

1,287
16,279

17,566




Notes (forming part of the financial statements)

1 Statement of loans administered by the Company

Funding for the purpose of making loans to students 1s received by the Company from the DES, the Student
Awards Agency for Scotland, the Department of Employment and Learning Northern Ireland and the
Department for Education, Lifelong Learning and Skills in the Welsh Assembly

As al 31 March 2007 the total balance of the loan portfolio administered by the Company on behalf of the
funding hodies and the private sector owners was £22,311,515,000 (2006 £19,100,639,000), wiuch excludes
all non repayable student support

In respect of unsold loans (1 e those administered by the funding bodies), 1in accordance with FRS 5
'Reporting the substance of transactions’ neither the loans nor the related obligation to repay the funding
bodies 15 included 1n the financial statements of the Company since

(ayn accordance with the terms of the Company's financial memorandum any interest earned on funds made
available for making loans to students and on money repaid to the Company by borrowers under the
scheme shall be returned to the funding bodies, and

(b)under section 32 of the financial memorandum, there 1s an agreement batween the Company and the
funding bodies that the Company Is liable to transmit to these bodies only those repayments which are
actually made 1o the Company As a consequence, the Company 1s not liable for repayments due which
ultimately may not be recoverad

Similar contractual terms and conditions apply to the private sector portfolio in respect of sold loans

2 Accounting policies
The following accounting policies have been applied consistently in dealing with items which are considerad
matenal n relation to the Company’s financial statements

Basis of accounting
The financial statements have been prepared under the histonical cost convention and in accordance with
applicable accounting standards

Basis of preparation

General

The terms of the financial memorandum between the Secretary of State for Education and Skills, the Scottish
Ministers, the Department of Employment and Learning Northern Ireland, the Department of Education,
Lifelong Learming and Skills in the Welsh Assembly and the Company require that the Company shall conduct
its affairs so as to remain solvent within the total resources made availlable to it by the funding bodies These
financial statements have been prepared on this basis

Turnover

Turnover represents the revenue slement of Grant-in-Aid funding recevable from the funding bodies for the
purpose of administering loan funds, administration faes earned by the Company from: third parties and
administration and legal charges recoverad in relation to customers in default
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Notes

Depreciation
Depreciation 1s provided on all tangible fixed assets calculated so as to write off the cost of each asset, less
estimated residual value, evenly over its expected useful life, as follows

Computer and other glectronic equipment - over 3 years

In-house computer development - over 5 years
Furniture, fixtures and fittings - over 8 years
Motor vehicles - over 3 years
Leasehold improvements - over the unexpired penod of the lease

Deferred capital receipts

Funding recerved from the funding bodies for the purpose of capital expenditure 15 credited to the deferred
capital receipts account and 1s released to the profit and loss account by amounts equal to the associated
depreciation charge

Operating leases
Rentals payable under operating leases are charged to the profit and loss account in the pencd to which they relate

Pensions
The Company operates a defined benefit pension scheme, providing benefits based on final pensionable pay
The assets of the scheme are held separately from those of the Company

Pension scheme assets are measured using market values Pension scheme liabilities are measured using a
projected unit method and discounted at the current rate of return on a high quality corporate bond of
equivalent term and currency to the liability

The penston scheme surplus (to the extent that 1t ts considered recoverable) or deficit 1s recognised in full and
presented on the face of tha balance sheet The movement in the scheme surplus/deficit ts split between
operating charges, financing 1items and, in the statement of total recognised gains and losses, actuanal gams
and losses, with the balance of the movement representing cash contributions for the penod

Taxation

The charge to taxation 1s based upon the profits of the year attributable to third party administration services,
together with interest income receved dunng the year A deferred tax asset IS recogmised to the extent that
carried forward losses are expected to be recovered against profils emerging in future accounting periods

Provision for dilapldations
Provision for the costs of dilapidations on the expiry of premises leases, which are of uncertain tming or amount at
the balance sheet date, 1s made on the basis of the best estimate using independent professional assessments

Departures from Government Financlal Reporting Manual
During the year, the FReM was updated to state that non-departmental public bodies should account for
Grant-in-Aid {G1A) as a movement in resarves rather than turnover

Although as a non-departmental public body the Company 1s required to comply with the FReM, as a statutory
enthty 1t 1s first and foremost bound by the Compames Act Following discussions with our external auditors, the
Company has concluded that it is appropniate to continue to account for GIA as turnover, on the basis that the
GIA receved by the Company 1s required in order o carry out a function which its owners have asked it to
perform On that basis, the Company considers the GIA to be an exchange transaction and, as such, requires
1o be accounted for in the Profit and Loss Account

Additionally, the FReM requires notional cost of capital to be included on the face of the Profit and Loss
Account in armmving at the result of ordinary activities before taxation, with a subsequent reversal after that line
Such a treatment 15 Inconsistent with the Compames Act and the Company has, therefore, not adopted this
treatment, instead disclosing both the notional cost of capital and its reversal in arniving at the result of
ordinary activities before taxation

The full disclosures required by adopting the FReM treatment for both Grant-in-Aid and notional cost of capital
are disclosed as supplementary information 1n Note 24




Notes

3 Turnover
Turnover 1s analysed as follows

Grant-in-Aid receivable
Administration fees receivable from third parties

Other ncomea

2007
£000

65,757
2,065
1,007

68,829

2006
£000

56,850
2,157
2,055

61,062

The increase In Grant-in-Aid 1s primanly related to the funding received to finance the development of systems
and business processes to administer additional products for which the Company has now assumed

responsibility

Administration fees recewvable have decreased due to a declining trend due to the ageing and profite of the
remaining debt sale portfolio being partally offset by income from higher education institutions in relation to a

new bursary service now being provided

Other income consists mainly of administration and legal charges recovered from third parties in relation to
customers In default This income has fallen due to iImprovernents in preventing customers from entering
default and reductions in customer numbers due to full repayment being reached by many in the old mortgage

style portfolio on which these charges are principally levied

4 Interest receivable

Bank interest

Corporation tax repayment interest

2007
£000

N
16

327

2006
£000

228

231
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5 Notional cost of capital

In accordance with the Government Financial Reporting Manual, the Company i1s required to disclose the
nolional cost of capital In the year ended 31 March 2007, the cost of such capital, calculated at 3 5% for both
the current and prior years, the rates determined by the Government Financial Reporting Manual guidance,
was a credit of £608,000 (2006 £274,000)

6 Result of ordinary activities before taxation

(a) This 15 stated after charging or {crediting) 2007 2006

£000 £000
Dilapidations provision 7,365 -
Depreciation 1,094 1,356
(Gamn) / Loss on disposal of fixed assets - (13)
Amortisation of deferred capital receipts (1,094) (1,356)
Directors' remuneration (see below) 262 244

Auditors' remuneration, including expenses

Audit services kI 36
Further assurance services 16 16
Tax services 39 52

Operating lease rentals
Land and buildings 1,858 1,711
Computer and other equipment 4,033 4,512

Non-audit services are subject to the Company's normal procurement rules and the Company 1s, therefore,
satsfied that the auditors' independence has not been compromised

(b} Directors' remuneration

2007 2006
£000 £000
Fees 25 25
Exacutive emoluments (including benefits in kind) 220 204
Pension contributions 17 15

262 244
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The remuneration of each individual director analysed into its constituent elements, along with comparatives,
15 as follows

Salary Other benafits Total Pension Contract
and bonus and expensas’ emoluments contnbutions terms

2007 2006 2007 2006 2007 2006 2007 2006 Term Notice penod
£000 £000 £000 £000 £000 £000 £000 £000

Keith Bedell-Pearce 62 61 3 4 65 65 - - 3yrs 3 mths
Tanvi Davda 5 5 - - 5 5 - - 3yrs -
lan Dickson 5 5 - - 5 5 - - 3yrs -
Barbara Duffner 5 5 - - 5 5 - - 3yrs -
Angela McCusker 5 5 - - 5 5 - - 3yrs -
Raiph Seymour-Jackson 155 139 - - 155 139 17 15 3yrs 6 mths
{chief executive)

Christian Torkington 5 5 - - 5 5 - - 3 yrs -

242 225 3 4 245 229 17 15

"Other bensfits and expenses comprise taxable travel and subsistence expenses
The following disclosure applies to Mr Seymour-Jackson

The constituent elements of the Chief Executive's remuneration package are disclosed above Under the terms of his
contract, the Chief Executive is entitled to contributions to a personal pension scheme at the rate of 12% of his gross
annual salary He 1s not 2 member of the Company scheme and has a personal pension plan to which the
contnbutions are paid As an ordinary member of the Company's group life assurance scheme, he 1s entitled to
permanent health insurance and death 1n service benefits The Chief Executive 1s also eligible for payment under a
bonus scheme established with the approval of the DIES and HMT and subject to such rules as the Board may
determine under which he received £16,000 (2006 £14,000)

As required by the Government Financial Reporting Manual, the following 1s the remuneration of each individual
substantive Executive Board member not included i1 the table of directors' remuneration above
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Notes

Remuneration for those Executive Board members appointed during the year has been disclosed from the

date of appointment

Salary Other benefits Total

and bonus and expenses Emoluments

2007 2006 2007 2006 2007 2006

£000 £000 £000 £000 £000 £000

D Ross 122 " - - 122 11
R Walson (resigned 7 September 2006)* 59 111 60 - 19 1
E Rae {appointed 11 September 2006)* 51 - - - 51 -
W Gray 122 111 - - 122 111
354 333 60 - 414 333

Pension

Contributions
2007 2006
£000 £000
12 12
5 12
5 -
12 12

34 36

Contract
ferms

Term Notice penod

Permanent
Permanent
Permanent

Permanent

6 months
6 months
3 months

6 months

* R Watson resigned as Finance Director on 7 September 2006 and E Rae, an existing employee, took over the role in an
acting capacity The amounts disclosed for E Rae only represent her earnings for the penod as Acting Finance Director
The other benefits of £60,000 paid to R Watson represent amounts due under the terms of his contract

7 Staff numbers and costs

The average number of full tme equivalent employees of the Company (including directors) during the year was as follows

Number of employees

2007
1,236

2006

1

059

All staff were employed by the Company for the purposes of admunistration and operation of student support schemes

The aggregate payroll costs of these persons were as follows

Wages and salaries
Social secunty costs
Pension service costs

Other staff costs

2007
£000
29,228
2,261
2,726
315

34,530

2006
£000

23,984

1
1

826
,294

208

27,31



Notes

8 Tax on result on ordinary activities

2007

£000

Current taxation for the period at the standard rate of 30% (2006 30%) (348)
Deferred taxation for the penod at the standard rate of 30% (2006 30%) 261
(87)

2006
£000

317

317

The current tax charge for the period consists of a reversal of a prior year tax credit Last year, the tax charge
included a credit of £348,000 in relation to an adjustment required to reflect the anticipated corporation tax
impacts of a revised VAT status of the Company The actual implementation of the Company's VAT partial
exemption scheme has resulted in this credit not being obtained and it has been reversed in calculating the

current year tax charge

Tax 1s chargeable at 30% of the taxable profits ansing on admimistration fees receivable from third parties, after
charging the costs associated with the adrministration of that business, and bank interest This year, that
charge 1s nil due to the mmitial development costs associated with implementing the new bursary administration

scheme having resulted in a loss for the year

The deferred tax credit represents the impact of these taxable losses which are anticipated to be recoverable
in future periods Further tax losses amounting to £1,241,000 have not been recognised in this year due to

uncertainty with regard to the recoverability of those losses

The lax assessed for the penod s higher than the standard rate of corporation tax i the UK (30% in both

years) The differences are explained below

2007

£000
Loss on ordinary activities at standard UK corporation tax rate (2,183)
Eftects of
Losses not utihsed in the current perod 1,241
Adjustment re prior year assessments 348
Amounts not subject to corporation tax 942
Current taxation charge for the period 48

2006
£000

(95)

(184)
(38)

(317)
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9 Tangible fixed assets

Short Computer &  Furniture, Motor Total

leasehold other fixtures & vehicles
Improvements electronic fittings
equipment

Cost £000 £000 £000 £000 £000
At beginning of year 5,664 10,758 2,356 28 18,806
Additions 289 184 65 - 538
Disposals - (4) (31} - (35)
At end of year 5,853 10,838 2,390 28 19,309
Depreciation
At beginning of year 2,559 10,276 1,227 6 14,068
Charge for year 416 394 275 9 1,094
On disposals - (LY (31) - (35}
At end of year 2,975 10,666 1,471 15 15,127
Net book value
At 31 March 2007 2,978 272 919 13 4,182
At 31 March 2006 3,105 482 1,129 22 4,738

In the opimion of the directors there 1s no matenal difference between the net book values disclosed above
and their farr value

10 Debtors
2007 2006
£000 £000
Customer admimistration charges 3,422 3,857
Corporation tax 67 450
Other taxation - 267
Other debtors 530 103

4,019 4,477
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Due to the losses incurred this year as a result of the development costs for the new bursary administration
service and payments on account having been already made In respect of the current year tax charge, the net
corporation tax balance at the year end with HM Revenue and Customs (HMRC) i1s a debtor

in 2006 the Company recewed confirmation that an element of its services previously treated as standard
rated for VAT purposes should be VAT exempt The other taxation balance last year represented the estimated
associated net repayment due from HMRC

Other debtors principally comprise the sums due from higher education insttutions for the new bursary
admmnistration service

11 Deferred Tax

2007 2006
£000 £000
Deferred tax asset 261 -

The deferred fax asset represents the tax on the amount of losses expected to be recoverable against profits
emerging n future years

12 Cash at bank and in hand

2007 2006
£000 £000

Cash held in
Commercial bank accounts 7,690 5,005
HM Paymaster General Office accounts 1,001 12,561
8,691 17,566

During the year the bank accounts used for the handhng of the student support payments to customers were
designated in trust for the funding bodies in keeping with therr ownership of the associated loan book As a
result the sums held in these bank accounts are no longer included on the company's balance sheet resulting
in a decrease from last year
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Notes

13 Creditors. amounts falling due within one year

2007

£000

Balances with central government bodigs 6,445
Trade creditors 2,434
Other taxation and social security 2,745
Accruals and deferred mncome 4,959
Amounts due to third party debt owners -
16,583

2006
£000
16,432
1,735
651
4,224
2,192

25,234

As noted above, the bank accounts used for the handling of the student support paymenis to customers were
designated in trust for the funding bodies during the year As a result, the balances with central government
bodies this year only comprises £6,445,000 (2006 £3,342,000) n respect of the timing difference arsing on
the recognition of expenses in the Profit and Loss Account and the drawdown of Grant-in-Aid or repayment of
administration charges to pay those expenses Last year it also contained £13,090,000 of funding received

from the funding bodies not yet issued as student loans or tution fees

The other taxation balance has increased this year as a result of settlement still having to be reached with HMRC
on the precise calculation of the impacts of an element of the company's activities now becoming VAT exempt

Last year the amounts due to third party debt owners principally represaented the estimated VAT previously
charged but repayable fellowing confirmation from HMRC that an element of its services previocusly treated as

standard rated for VAT purposes should be VAT exempt

14 Provisions for habihties and charges

2007
Dilapidations provision £000
At 1 Apri -
Charged to profit and loss account (7,365)
At 31 March (7.365)

2006
£000

The provision for dilapidations represents the potential cost to the company of the dilapidations clauses
included in its property leases The provision has been made on the basis of the best estimate using

independent professional assessments
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15 Deferred capital receipts

2007 2006

£000 £000
At 1 Apnil 4,738 5,482
Receivable for the year 538 612
Credited to profit and loss account (1,094} {1,356)

|

At 31 March 4,182 4,738
16 Called up equity share capital

2007 2006

£ £

Authorised
100 ordinary shares of £1 each 100 100
Allotted, called up and fully paid
10 ordinary shares of £1 each 10 i0

&9
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17 Movement in shareholders’ funds

2007 2006
£000 £000
Shareholders funds at 1 Apnil (10,701) (4,948}
Movement in year (6,681) (5,753}
Shareholders funds at 31 March (17,382) {10,701)

The annual movement n shareholders' funds represents the movement in the profit and loss reserve

The analysis of this movement 15 detaited in Note 21

18 Cash flows
Reconcihation of result on ordinary activiies before taxatton and interest recevable to net cash {outflow)/
inflow from operating activities

2007 2006

£000 £000

QOperating deficit (7101) {318)
Depreciation 1,094 1,356
Amartisation of deferred capital receipts (1,094) {1,356)
(7107) (318)

Increase in debtors, excluding interest recevable (846) (346)
Increase n creditors 4,439 2,784
Increase / (decrease) in provisions 7,365 (300)
Net cash inflow from administration activities 3,851 1,820
Funding provided to students and HEls - (3,776,075)
Funding received from the funding bodies - 3,775,723

Funds transferred as accounts now designated in trust for other parties  (13,090) -

Net cash (outflow) / inflow from operating activities (9,239) 1,468

As noted above, the bank accounts used for the handiing of the student support payments to customers were
designated in trust for the funding bodies duning the year As a result, the balances held i relation to those
bank accounts at 1 April 2006 are shown as a cash outflow in the above note, and there are no current year
transactions in refation to these bank accounts
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19 Financial commitments
The Company had annual commitments under non-cancellable operating leases as set out below

Land and buildings Other
2007 2006 2007 2006
£000 £000 £000 £000
Operating leases which expire
Within one year - - 1,048 328
In the second to fifth years inclusive 94 94 2,985 3,880
In over five years 1,765 1,765 - -
1,859 1,859 4,033 4,208

The operating leases In respect of the land and buildings are guaranteed by the Secretary of State for
Education and Skills

At 31 March 2007 the Company had placed contracts for the purchase of fixed assets totalling £20,000
(2006 £52,000)

20 Pensions

The Company has operated a pension scheme since 6 November 1990 The scheme will provide funded
defined benefits based on final pensionable salary The assets of the scheme are held separately from those
of the Company and are invested in managed funds Contribution rates are determined by a qualified actuary
on the basis of tnennial valuations The current rate of employer contributions 1s 12 5% of pensionable
remuneration

The following disclosures are in accordance with FRS17 Retirement Benefits

Composition of the scheme

The Company operates a defined benefit scheme in the UK The following disclosures are based on the
tnennial actuarral valuation carned out at 5 November 2005 and updated to 31 March 2007 by a qualified
independent actuary

The major assumptions used by the actuary were (in nominal terms)

2007 2006 2005
Rate of increase in salaries 4 6% 4 5% 4 4%
Rate of increase of pensions in payment (5% fixed) 50% 5 0% 5 0%
Rate of iIncrease of pensions in payment {LPI} ** I1% 30% 29%
Rate of increase of pensions in deferment 31% 30% 2 9%
Discount rate 52% 4 9% 54%
inflation assumption 31% 3 0% 29%

** with effect from 6 May 2004 the rate of increase of pensions i payment was amended from a fixed 5% to
a imited price index rate capped at a maximum of 5%, applying to service occurnng after that date
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The assets In the scheme and the expected rate of return were

2007 2007 2006 2006 2005 2005

£000 £000 £000

Equities 6 20% 13,856 5 80% 11,016 6 20% 7,906
Bonds 350% 3,415 310% 2,642 JI60% 1,450
Cash 375% 243 3 00% 425 3 30% 402
Total market value of assets 17,514 14,083 9,758
Actuaral value of llability (27,531) (24,784) (14,706}
Recoverable deficit in the scheme {10,017) (10,701) (4,948)
Related deferred tax asset - - -

Net pension hability (10,017) (10,701) {4,948)

Continued improved stock market conditions resulted in the actual return on assets excesding that which was
expected Expected return on assets was £798,000 (2006 £617,000) and the actual return on assels was
£958,000 (2006 £2,396,000) Market conditions have led to an increase in the assumed discount rate applied
to future llabilittes from 4 8% at 31 March 2006 to 5 2% at 31 March 2007 Taken together with less significant
changes in actuanal assumptions, this has resulted in an actuanal gain of £2,026,000 (2006 loss of
£5,727000)

Analysis of the amount charged to operating profit

2007 2006

£000 £000
Current sarvice cost 2,605 1,294
Past service cost 121 -
Total operating charge 2,726 1,294
Analysis of net return/ (cost) on pension scheme

2007 2006

£000 £000
Expected return on pension scheme assets 798 611

Interest on pension liabilities (1,296) (841)

Net return/cost {498) (230)

72




Notes

Analysis of amount recognised in statement of total recognised gains and losses (STRGL)

History of expenience gains and losses

2007 2006 2005 2004 2003
£000 % £000 % 2000 % £000 % £000 %

Ditference between expected and 160 1 1,785 13 320 3 945 13 (1,924) (44)
actual return on scheme assets
Expernence gains and losses on (70) 0 (1.461) (6} (39} 0 147 1 (208) (2)
scheme liabilties
Total amount recegnised in statement 2,026 7 (5,727) (23) (134) (1) 890 7 (3,953) (40)
of total recognised gans and losses
Movement In deficlt during the year

2007 2006

£000 £000
Defict In scheme at beginrung of year (10,701) (4,948)
Movement in year
Current service cosl {2,609) (1,294)
Contributions 1,882 1,498
Past service costs {121) -
Net return on assets/{(interast cost) (498) {230)
Actuarnal gain / (loss) ansing from change i assumpttons 1,936 {6,051)
Other actuarial gamn a0 324

Deficit in scheme at end of year (10,017) {10,701)
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21 Reserves

Profit and Loss Reserve 2007 2006

£000 £000
At 1 Apnil (10,701) (4,948)
Result for the year (7.365) -
Movement in pension hability 684 (5,753)

At 31 March (17,382) (10,701}

The movement In pension iability has been reflected in ether the Profit and Loss Account or the Statement of
Total Recognised Gains and Losses as required by FRS17 Retirement Benefits The analysis of the annuat
movement Is detailled in the movement in deficit during the year in Note 20

22 Controlling parties

The Company 1s wholly owned by the Secretary of State for Education and Skills and the Secretary of State
for Scotland

23 Related party transactions

Student Loans Company Limited 1s a Non Departmental Public Body (NDPB') which 1s funded by the bodies
detalled in Note 1 Those funding bodies are therefore regarded as related parties

During the year, the Company has had vanous matenal transactions with the above departments Grant-in-aid
funding 1s detailed in notes 3 and 13 whilst grant funding 1s covered in notes 13 and 18

Dependants of directors, executive management and staff, who are students, are eligible to participate in the
student loans scheme on exactly the same terms and conditions as are avallable to other students

24 Disclosures required by Government Financial Reporting Manual

Note 2 refers to the Company's departure from the accounting treatment required by the Government Financial
Reporting Manual {FReM) with respect to Grant-in-Aid and notional cost of capital The following
supplementary disclosure presents an Income and Expenditure Statement and Balance Sheet prepared tn
accordance with the FReM requirements

Supplementary information 1s also provided to enable an understanding of these statements Where there I1s
no change to the disclosures arising from the FReM treatment, references are to existing notes above Revised
disclosure notes are referenced alphabetically and follow the revised statements




Notes

Supplementary income and expenditure account
for the year ended 31 March 2007

Note 2007 2006
£000 £000
Income
Other a 3,072 4212
Interest receivable 4 327 231
Total income 3,399 4,443
Expenditure
Administrative expenses (75,936) (61,380)
Finance costs 20 {498) {230)
Notional cost of capital 5 608 274
Loss on ordinary activities before taxation (75,826) (61,336)
Tax on result of ordinary activities 8 (87) 317
Reversal of notional cost of capital 5 {(608) (274)
Total net expenditure 6 (76,521) (61,293)
Transfer to general reserve b 73,122 56,850
Result for year 21 - -

There 15 no change to either the Statement of Total Recognised Gains and Losses disclosed on page 56,
or the Cash Flow Statemant disclosed on page 58
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Supplementary balance sheet

at 31 March 2007

Note
Fixed assets
Tangible assets 9
Current assets
Debtors 10
Deferred tax 1"
Cash at bank and in hand 12
Prepayments and accrued income
Creditors
Amounts falling due within one year 13
Net current assets
Total assets less current habiities
Provisions tor habilities and charges 14
Accruals and deferred income
Deferred capital receipts 15
Net habilities excluding pension liability
Pension liability 20
Capital and reserves
Called up share capital 16
General Reserve b
Total shareholders’ funds - equity 17

2007
£000 £000 £000

4,182
4,019 4,477
261 .
8,691 17566
3,612 3,191
16,583 25,234
{16,583) (25,234)

4,182

(7,365}

(4,182)

(7,365)

(10,017)

(17,382)

(17,382)

(17,382)

2006
£000

4,738

4,738

{4,738)

{10,701)

(10,701)

(10,701)

(10,701}
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a} Income
2007 2006
£000 £000
Administration fees receivable from third parties 2,065 2,157
Other income 1,007 2,055
3,072 4,212

Administration fees receivable have decreased due to a declining trend due to the ageing and profile of the
remaining debt sale portiolio being partially offset by income from tugher education institutions in relation to a
new bursary service now being provided

Other income consists mainly of administration and legal charges recovered from third parties i relation to
customers 1n defaull This income has fallen due to improvements in preventing customers from entering
defaull and reductions in customer numbers due to full repayment being reached by many in tha old mortgage
style portfolio on which these charges are principally levied

b) Reserves

General Reserve 2007 2006

£000 £000
At 1 April (10,701) {4,948)
Grant-in-Aud 65,757 56,850
Transfer frorn income and expenditure statement (73,122) (56,850}
Movement in penston hability 684 {5,753}
At 31 March (17,382) (10,701}
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Notes

¢) Cash flows

Although there 1s no change on the face of the Cash Flow Statement shown on page 58, the underlying
components of the Net cash (outflow)/inflow from operating activibes disclosed in that statement have
changed The following note restates Note 18 on a FReM basis

Reconciliation of result of ordinary activities before taxation and interest receivable to net cash (outflow)/inflow
from operating activities

2007 2006

£000 £000

Other incoma 3,072 4,212
Administrative expenses (75,936) (61,380}
Operating deficit (72,864) {57,168)
Grant-in-Aid taken direct to general reserve 65,757 56,850
Depreciation 1,094 1,356
Amortisation of deferred capital receipts (1,094) (1,356)
(7107) (318)

Increase in debtors, excluding interest receivable (846) (346)
Increase in creditors 4,439 2,784
Increase / (decrease) in provisions 7365 (300)
Net cash inflow from administration activities 3,851 1,820
Funding provided to students and HEls - (3,776,075)
Funding received from the funding bodies - 3,775,723

Funds transferred as accounts now designated in trust for other parttes  (13,090) -

Net cash (outflow) / inflow from operating activities {9,239) 1,468

As noted above, the bank accounts used for the handling of the student support paymaents to customers were
designated i trust for the funding bodies during the year As a result, the balances held in relation to those
bank accounts at 1 April 2006 are shown as a cash outflow in the above note, and there are no current year
transactions n relation to these bank accounts

78




Independent Assessor’s Statement

Asg required by my Terms of
Reference, | am pleased to report
on my activities during the penod
1 April 2006 until 31 March 2007
t1ssued thirteen Reports during
the year | nota that this figure
would have been sixleen but, due
to temporary computing
difficulties in late March, three
further reports wers delayed unti
early Apnl Of the thirteen reports
In guestion, two related to
complainants with iIncome
contingent repayment (ICR)
loans, one complainant has both
ICR and mortgage-style loans,
and the remaining ten have
mortgage-style loans

The first of the ICR cases had at
its centre the complainant's
contention that the Company had
wrongly refused his request for
his lean to be repaid by the
Government under the provisions
of the Repayment of Teachers’
Loans (RTL) Scheme It was
common ground that the
complainant's application was
beyond the deadline but the
Company did have discretion to
accepl a late apphcation For a
series of inter-related reasons as
expressed in detaill in my Report,
1 concluded that it had been
unreasonable for the Company to
not approve the late application

| recommended that the
Company take all steps
necessary to place the
complainant in as similar as
possible financial situation as
would have been the case had
he made a successful RTL
scheme application in Apnl 2003

| also found for the complainant
on a number of ancillary I1ssues -
and | recommended that £100 be
paid to the complainant

The second of the ICR cases
related to a borrower who had
been given an incorrect full
settlement figure, had repaid that
amount, had been adwvised that
no further repayments were dus,
and then - much later - been
informed that a further £2725
remained outstanding |
concluded that the debt did exist
and must be repaid | also
recommended that no interest
should be applied untll the date
of my Report, that the Company
should apclogise to the
complainant and that a payment
of £200 be made to her

The case in which the
complainant has both mortgage-
style and ICR loans concerned a
dispute about the options
available to the borrower in
respect of repayment/
deferment/suspension of the
respective loans The
complainant's position was that
he had been advised incorractly
by the Company, and also that
the Company had wrongly
rafused deferment of his
mortgage-style loan ! did not find
for the complainant on the core
1ssues of the complaint but | did
s0 on one small ancillary point

1 recommended a payment of £50

The first of the mortgage-style
cases was multi-faceted The
central complaint arose from a
dispute about the supporting

evidence required for a deferment
decision | did not find for the
complainant on that matter | did,
however, make eight separate
cnticisms of the Company's
actons and mactions in dealing
with the borrower, including in
some aspects of the internal
complaints process |
racommended that senior
managers consider the reasons
for the vanous shortfalls in
customer service, that an
apology be given to the
complainant, and that a payment
of £500 be made to her

| did not find for the complamnant
in the next case | did welcome
an earler decision of the Chief
Executive which had led to the
re-incorporation of several
hundred pounds of arrears | also
recommended the payment of
£50 previously offered by the
Chief Exacutive

The third of this tranche of cases
dealt with a parent complainant
acting on behalf of a borrower

| identified thirteen 1ssues within
the overall complaint, some of
those covermg a number of sub-
1Issues With the exception of one
relatively minor point, which was
of no direct relevance to the core
complamts, | did not find for the
complatnant on any of the
matters raised My sole
recommendation was that the
Company should pursue an
arrangemenl for repayment of
arrears on the account
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There are eleven aspects of the
complaint in the fourth mortgage-
style case 1 dwd not find for the
complatnant on the central 1ssue
of disputed arrears on the
account and | recommended that
the Company pursue an
arrangement for their repayment
| did, however, have reason to
criticisa the Company on several
iIssues of customer service, and
also on the fallure to retain
certain evidence ansing from the
nternal complaints process |
recommended that a sum of
£500 be paid to the complainant

The fifth mortgage-style
complaint features matters which
do not fall within the discretion of
the Company In broad terms |
did not find for the complainant
but I did recommend the write-off
of a small element of
admimstrative charges | also
recommended that account
arrears be pursued

The next case resulted in findings
very largely supporting the
Company's posihon | did
recommaend payment of £50 in
respect of a Company error in
dealing with the complaint
Otherwise, | recommended
pursuit of the arrears

A dispute about refused
deferment was the feature of the
seventh mortgage-style case
The complainant disputed the
vahdity of the Company's salary
calculations and, alternatively,
argued that he had been unfaily
treated | did not find for the
complainant

A central aspect of the many
complaints within the eighth such
case arose from part of the
borrower's loans beng sold to
Honours Student Loans (HSL) but
the remainder remaining with the
Company There ware many other
associated complants | found for
the complainant in respect of the
Company's disaggregation of s
accounts and | also concluded
that all the accounts would have
remained with the Company had
that disaggregation not taken
place | also reached several
other criical conclusions | was
particularly critical of the lack of a
written policy on the granting of
indulgence My Report
recommended that the Company
take ail reasonable measures to
repatnate the borrower's accounts
from HSL, that there be urgent
action to develop and implement
an indulgence policy, and that a
payment of £500 be made to the
complainant in the event that the
loans could not be repatriated, |
additionally recommended
payment of a further £250

| reached some significant
conclusions 1n the ninth
mortgage-style case

{ recommended the payment of
£1000 to the complainant That
amount was determined by the
significant number of my critical
conclusions and the serious
nature of some of them | took
account of the cumulative

affect of the totality of errors,
administrative iIncompetence and
very poor customer service that
my Report had revealed

There was also the fact that the
complamant 1s very senously
incapacitated and the impact of
the additional burdens that the
Company's errors, etc had
imposed upen her | repeated
previous comments about the
importance of the Company
ensuring appropriate record
keeping {(and retention} of actions
taken in pursuit of outcomes of
the internal complaints process

| also recommended senior
management review the internal
complainis process m respect of
the ‘discovery' of all relevant
documentation

The final mortgage-style case
was also one of a parent acting
on behalf of the borrower The
complaint was about a small
amount of disputed arrears |
found n part for the complainant
and recommended re-
incorporation of a third of the
arrears | further recommended
that tha remaining arrears be
pursued by the Company

As has always been the case, |
continue to hold regular follow-up
meetings with the Company,
including sessions with Ralph
Seymour-Jackson

Yours sincerely

e s o

=

Mr M Wilkinsen
Independent Assessor
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