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FOREWORD

2007-2008 was a ground-breaking year for Student LLoans Company.

For the first time, we responded to one million student finance

applications and, consequently, paid the highest-ever number of
loans and grants. We also took important steps forward in building
the new facilities at Lingfield Point, Darlington to deliver the new

student finance service for English-domiciled students and to meet

the needs of students from EU countries studying in the UK.

This Annual Report & Accounts details our activities
and performance in response 1o targels set by
Ministers It also includes the Independent Assessor's
Report on complaints made against the Company

We delivered on all our major targets The differing
needs of the Education Departments of the devolved
governments in Scotland, Wales and Northern Ireland
were met and we continued to administer Educational
Maintenance Allowances for Wales and Northern
Ireland | am pleased 1o report that the second year of
our Higher Education Bursary and Scholarship Scheme
(HEBSS) support to umiversities and colleges reached
a much wider audience, with significantly more
students making use of the system

The development of our new, environmentally-frrendly
business centre at Linghield Point, Darlington was
completed on time, to speaification and within budget
and by the year-end, we were appointing new staff at
the rate of 40 each month

We have worked hard at buillding a good relationship
with the local comrmurity and stakeholders in
Darhngton and the positive responses we have
received provides a strong foundation for our future
at Linghield Pont

QOur preparations for the introduction of Student
Finance England also encompassed far-reaching
changes to our business and to our structure Following
the appointment of Dr Martin Herbert as Director of
Customer Services, we set up a new Customer
Services Directorate to maintain our focus on the
needs of our customers By the yearend, as we made
key senior appointments and colleagues joined dunng
other internal restructures, the new department was
already beginning to have a major impact on the
business We also launched a dedicated website for
Student Finance England in March 2008




Our contact centre in Colwyn Bay, which we operate
for the Weish Assembly Government, continued to
achieve success In delivering student finance
requirements both for applicants and for local
authorities It also completed another successful year
i admimistering Education Maintenance Allowances

Our work with HM Revenue & Customs to optimise our
partnership in administenng the collection of Income
Contingent Repayment student loans resulted in the
setting up of a new joint unit and a reduction of the
turn-around period required by HMRC in dealing with
the stop notices we send to HMRC when we have
verified that customers have completed the repayment
of their loans

I would hke to take this opportunity to thank our

many colleagues at the Department for Innovation,
Universities and Skills, the Department for Employment
and Learning in Northern lreland, the Scottish Ministers
and the Welsh Assembly Government for their
invaluable help throughout the year

Ralph Seymour-Jackson
Chief Executive



STUDENT LOANS COMPANY LIMITED ANNUAL REPORT 2007-08

MANAGEMENT COMMENTARY

Purpose and Roles

Statutory background

The Student Loans Company Limited was estabhished
to adrminister the loans scheme introduced by the
Education (Student Loans) Act 1990 and the Education
(Student Loans) (Northern Ireland) Order 1950 It was
Incorporated as a private imited company in 1989 and
began operating in 1990 Subject to the prowvisions of
the Compantes Act 1985, SLC operates within the imits
of a financial memorandum between the Company and
the Government and 1s wholly owned by the Secretary
of State for Innovation, Universities and Skills and
Scothish Ministers

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

LEGISLATIVE FRAMEWORK

We currently operate within the following legistative
framework

+ The Teaching and Higher Education Act 1988

+ The Education (Student Loans} Act 1890

* The Educaton (Scotland) Act 1980, as amended

» The Education (Student Loans} {(Northern Ireland)
Order 1990

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

* The Education (Graduate Endowment and Student
Support) (Scotland) Act 2001

+ The Higher Education Act 2004 and associated
regulations

= The Higher Ecducation {Northern Ireland) Order 2005

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

Academuc Year (AY) 2006/07 had seen the introduction
of the new student finance arrangements established
under the Higher Education Act 2004 for England and
Wales and Higher Education {NI) Order 2005 for
Northern Ireland

Within England and Northern Ireland the legislation
introduced increased grants and deferred vanable
tuitton fees supported by new income-contingent
repayment fee loans New bursanes funded by
universities and colleges were simultaneously
introduced in England, Wales and Northern Irefand but
these are different for the three systems For England
and Wales, they are regulated by the Office for Fair
Access (OFFA) under individual Access Agreements
For Northern lreland, they are regulated by the
Department for Employment and Learming under
advice from OFFA




The Student Loans Company Limited
(SLC) administers government-funded
loans and grants to students throughout
the United Kingdom In partnership with
Local Authorities in England and Wales,
the Student Awards Agency for
Scotiand, the Education and Library
Boards in Northern Ireland, the Higher
Education Institutions (HEls) and HM
Revenue & Customs, we are responsible
tor student financial support delivery in
the United Kingdom

Our primary roles are

+» to delver financial support to ehgible
stucdents pursuing hugher education,

¢ o pay tuition fees to Higher Education
Institutions on behalf of those who have
taken out tuitton fee loans,

* to work with HM Revenue & Customs to
ensure repayments are coliected on time
from all those due to repay under the
Income Contingent Repayment Loan
Scheme,

+ to manage the direct collection of
repayments of loans in the former
Mortgage Style Lecan Scheme

We undertake specific tasks for indmiduat
devolved administrations, such as payment
of Education Maintenance Allowances
(payments to encourage students to
continue past their compulsory schooling)
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Operating Environment

SLC and student loans policy

Whilst policy 1s outside our remit, the Student Loans
Company 1s responsible for designing and building the
systems required by Mimisters i each of the four
Adrministrations and for operating these efficiently and
eftectively in an increasingly divergent environment We
maintain strong hnks with stakeholders to ensure we
are able to respond flexibly to emerging developments
N our operaling environment

Our operational processes ran smoothly and we
ensured that students under both the new and existing
schemes continued to be paid on ime We also
administered the new arrangements for deferred fee
loans, paying deferred fees to HEIs in England and
Northern Ireland

Last year, on behalf of the Department for Education
and Skills (now the Department for Innovation,
Universities and Skills, DIUS) for England and the
devolved administrations for Scotland, Wales and
Northern Ireland, we provided financial support to just
over a millon higher education and 53,000 further
education customers, of whom almost 880,000
received student loans The total support payments for
the year were £5 7 billion, of which £3 3 billion was in
marmntenance loans

In addition, the Student Loans Company paid tuition
fees tolalling £1 3 billion to Higher Education
Institutions

‘CUSTOMER FIRST’ AND SLC’S KEY ROLE IN
THE FUTURE OF STUDENT FINANCE

The entire business has been nvolved in our ‘Customer
First' change management programme In addition to
role changes and departmental restructuning, there has
been unprecedented activity in runming seminars and
information update sessions which have been attended
by all employees As the wide array of mechanisms and
processes for the introduction of the new Student
Finance England service took shape throughout the
year, every member of staff has been directly involved
in the culture change which has been taking place
Between 2006 and 2008, we have transformed our
business and, through managed change, are
continuing that process so that all the needs of the

new customer-focused service will be met

STUDENT SUPPORT IN WALES

Foliowing the devolution of Higher Education student
support from the UK government, the Department of
Educahon, Lifelong Learning and Skidls (DELLS), was
established by the Welsh Assembly Government, with
one If its key roles being 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 sponsoring the extenston
of bi-ingual 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, DELLS
introduced fixed rate twtion fee loans for students,
administered by the Student Loans Company

We also assisted DELLS in the development of new
policies increasing tuhon fee rates, and introducing a
new tuhion fee grant for Welsh students During the
academic year 2007/08, we fully mplemented these
policies on behalf of DELLS




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
variable tustion 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
modernisation objectives Northern freland’s
Education & Library Boards now use the
system for processing applications, and are
supported by a new contact centre team The
Student Finance NI brand and website were
launched to provide a specific identity to
Northern Ireland student support This system
was used for the first ime dunng academic
year 2006/07 and continued to operate well
during the last academic year

The enhancements to the Education and
Mainienance Allowance Scheme reported last
year were successfully implemented and are
meeting the Department's requirements

STUDENT SUPPORT IN SCOTLAND

The Student Awards Agency for Scotland
continued to process and assess applications
for support from Scottish students and, for our
part, we continued on their behalf for a second
year to make monthly loan and grant payments
to students domiciled in Scotland and attending
Scotush institutions We again implemented the
requirements for increased rates of turhion fees
for students from other parts of the UK at
Scothsh universities

Dunng the year, we assisted Education

and Uifelong Learning in the Scottish

Government in the implementation of new

policy requirements arnising from changes to

the admimistration of the Scottish Parliament

Duning AY 2007/08, legisiation introduced by

the new Scottish Government was enacted to

begin the process of abolishing the Scottish

Graduate Endowment, with major future ,
implications for the repayment of loans taken !
out by Scotlish graduates to meet therr I
repayment obligations under the now .
discontinued Graduate Endowment Work

began immediately at SLC to address the

specific requirements for change n this

raspect



10

STUDENT LOANS COMPANY LIMITED ANNUAL REPORT 2007-08

Social and Economic

Social and economic factors, whilst cutside Student
Loans Company control, influence student support
delivery in a number of ways, but particularly through
the specific policies shaping demand for hugher
education (and accompanying financial support
delivery mecharusms) in each devolved authonty and
the subsequent flow of student loan repayments to the
Exchequer nalionally

HIGHER EDUCATION DEMAND

As expected, the number of students from the
European Union {EU) studying in the UK, and
potenhally applying for fee support to us, rose
significantly during the year The number applying from
EU countries for a full-time undergraduate place in the
UK rose by 5 4%, from 20,747 in 2007 to 21,867 In
2008 (Source UCAS)

Student finance support application volumes continued
to grow through AY 2007/08 For the UK as a whole, a
snapshot taken by Universities & Colleges Admissions
Service (UCAS) at 24 March 2008 revealed an overall
rise of 78% in applications to full-bme undergraduate
courses starting in 2008, compared with the same time
the previous year Tuition fee loans to European Unign
students not resident in the UK rose from a total of
£10 0 millron 1in AY 2006/07 to £33 2 milion in AY
2007/08

LOAN REPAYMENT

We forecast continued growth over an extended penod
in the overall number of customers we manage,
particularly if the typical tength of time in repayment
ncreases, following take-up of deferred fee loans by
English-domicited customers This underscores the
need to contain the increase of administrative resource
and continually improve the effectiveness of collection
from customers wherever they live In addition to the
enhancements we have introduced for the collection of
Income Contingent Repayment loan repayments, we
set up dunng 2007-2008 a new joint umit staffed by
employees from both SLC and HMRC

PUBLIC EXPENDITURE

Throughout the year under review, arrangements for
setting up the sale of £6 bilhon of student debt to the
private sector and the Parlamentary processes
surrounding the enactment of the Sale of Student
Loans Bill progressed

Consistently for four years now, we have met our
Efficiency Review cost reduction targets and, as part of
the shared, continuang drive for service and efficiency
improvement, we benchmark our core delivery and
support processes and continue to look for further
operationa! efficiencies
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CORPORATE SOCIAL RESPONSIBILITY

We fully recognise the growing expectation by the
Government that all statutory organisations and Non-
Departmental Public Bodies demonstrate an entirely
respensible and proactive corporate attitude towards
the environment For some years, we have operated
visible policies of improving our environmental
consciousness and, at the same time, have also
developed over the years a growing and robust culture
of Corporate Social Responsibility

Dunng 2007-08, the Company added to its firm
commitments by signing up to the imagnative new
inihative, Pilotight, which provides business expertise
to chanties and cash-poor organisations carrying out
socially beneficial work Typical assistance 1s in the
nature of management expertise or help with
complicated accountancy that 1s beyond the
affordability of a small chanty This new membership
was widely commented on by the Scottish Press in
terms which suggested that the Student Loans
Company has provided an excellent example for
others to follow

The long established relationship between SLC and
Scottish Business in the Community, whereby we
engage in a number of concurrent activities helping
schools 1n a vanety of ways, continued to be very
active dunng 2007-08

Under the working project tille of ‘Giving Something
Back, the Company engaged in a number of new
inbiatives Linked 1o this 1s the extensive fund-raising
work undertaken by SLC staff and officially supported
by the Company Conscious of its carbon footprint, the
Company also goes to considerable lengths to
encourage not just a healthy Wfestyle and work-life
balance, but an approach to energy saving and
responsible use of utihties and Company facilittes

This report contains details, elsewhere, of the
refurbishment of premises at Lingfield Point in
Darlington where every effort has been made to
answer our accommodation needs in a way that meets
the best practices of environmental protectton

REGULATION

in the UK, there has been centinuing political and
regulatory scruliny 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 1s seeking professional
advice to assess whether there will be any impact on
its own future charging policy




Technclogical

We continue to ensure that investment in Information
and Communication Technology through business
process re-engineernng and hinng and retaining the
people to plan, bulld and run the systems, 1s at the core
of the business

Our ICT capabilies started on a single site, and were
local systems These are now internet-based systems
interacting with multiple external stakeholders through
the development of Business-to-Business and
Business-to-Customer soluttons

We mantain a number of websites and web-based
apphcations, such as our corporate website and
customer transactional sites under the service brands
Student Finance Direct, Student Finance Northern
Ireland and Student Finance Wales Towards the end of
the year under review, we added to this the beqinnings
of a bespoke, brand-new site for English-domiciled
students — Student Finance England - to pave the
way for SLC's much expanded involvement in the
application process for English-domiciled students

for Academic Year 2008/2009

We also provide web services for Assembly Learning
Grants in Wales and to support our administration of
Educational Maintenance Allowances for Northern
Ireland and Wales The Higher Education Institution
Portal has now operated for fully two years to help
participating umiversities 1n England in the
administration and payment of student bursary
schemes

Significant work has taken place to enhance the
customer portal, which allows students to apply online
for financial support We plan to reduce the evidence
burden on our customers and enable more streamiined
enhtlement decisions and to do so in such a way that
the security of customer data 1s not compromised

We have continued to build on our successful onhne
service for customers, (ncreasing the number of
applications for student finance that are made online as
a first choice and providing customers with direct access
to view and update their student finance accounts

We are also explonng the best ways of using text
messaging to relay information to customers at
critical times

13
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Organisational Capability

The guality and delivery of our products and services
depend on the capability we have within the
organisation This has been splt into five sections
People, Infrastructure, Relationships, Change
Management and Business Continunty

People

As at 31 March 2008, the Student Loans Company had
1488 full-time equivalent employees We have now held
Investors in People accreditation for seven years and
remam committed to investing in our people by
developing thewr skills and competencies in order to
meet individuals’ own career aspirations and Company
objectives

RECRUITING AND RETAINING SKILLED
EMPLOYEES

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

Qur online -Recruitment facility was released in March
2007 1in 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 1-Recruitment website

There has been a significant amount of effort and
attention on reducing staff turnover and absence Staff
turnover is very shightly up from 15 3% in March 2007
(agatnst a target of 20%) to 15 8%, against the 2007-
2008 target of 16 2% in April 2008 Sickness absence
has also been reduced from 5 19% to 4 55%% over the
same perod (aganst a target of 4 34%)

THE NEW CUSTOMER SERVICES DIRECTORATE
An entire, new Directorale was set up during 2007-
2008, with the recruitment of Dr Martin Herbert as
Director of Customer Services The core of SLC's
operational approach to delivenng the new service for
England, the Customer Services Directorate was set-up
durnng 2007-2008 around four key elements

1) contact services that will increasingly cater for
mutti-channel interaction with customers
(telephone, webchat, secure email, paper),

2} processing services to facilitate the paying of leans
and grants and the repayment of student loans,

3) Hub Services, to coordinate our internal resources
in a way that best matches customer demand,

4) Customer Insight ~ a small team that will help us
better understand the customer experence and
who will contribute to the ongoing improvements
to SLC services




THE CREATION OF STUDENT FINANCE
ENGLAND IN DARLINGTON

Despite the extensive size of the programme to extend
our Darlington operation from its original employee
base of around 100 to over 600, the vanous phases of
organisation of the move from the ouldated premises at
Mowden Hall to a bespoke and purpose-built facility at
Lingfield Point, went ahead smoothly By early spring
2008, a carefully planned re-fit incorporating the best
principles of environmentally appropnate materials and
layout had reached near completton, ready for the
planned launch in June

In terms of the business operations there, the
emphasis has been on the creation of a fully-trained
workforce of advisers and other back-up staff, ready to
beqgin assessing applications from new potential first
year students in the 2008/2009 academic year The
publicity campaign, the programme of relatonship-
building with the local community and the recruitment
campaign had all achieved marked success by the end
of financial year 2007-08

Infrastructure

BUILDINGS

The Student Loans Company operates in three
locations throughout the Urnited Kingdom

GLASGOW

The majonty of our current employees are based in our
headquarters in Glasgow, which includes our customer
contact centre, collechons department, information
technology department and corporate functions

Our large-scale pninting and mailing facility 1s based

at our Hilkngton complex, Just outside Glasgow

DARLINGTON

What will become the key location for all our
operational activity on behalf of Englhish customers, our
Darlington complex has for the past two years housed
what 1s now the Student Finance England Processing
Unit, deahng with student finance applications from
students Iiving in 11 Local Authonty areas across
England Student support applications from European
Umon 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-kngual Welsh Assembly
Government financial support to students and other
learners who live in Wales
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Relationships

GOVERNMENT AND SECTOR

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

We support the Depariment for Innovation, Universities
and Skills (PIUS) by contributing to the Government's
goal of access to a world-class higher education
system for all those with the potential to benefit

We deliver services to the other UK Education
Departments - in Northern Ireland for the Department
for Employment and Learming, in Wales for the
Department for Children, Education, Lifelong Learning
and Skills, and in Scotland for the Education and
Lifelong Learmng Department - to help them achieve
government policy and deliver their goals Clear and
open channels of communication exist to further these
relattonships

Representatives from the DIUS and the Scottish
Government attend Main Board meetings, held ten
times per year Representatives from the other
Devolved Administrations are also invited to attend
Main Board meetings, and special project beards are
established with these and other partners to help
enable and guide major change mnitiatives

Priorties across the stakehoider areas are agreed

at quadnlateral meetings following the disbandment
of the Stakeholder Steering Group

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

Qur partnership with HM Revenue & Customs has
been strengthened — notably with the implementation
of an entirely new unit compnsing staff from SLC and
HMRBC - to deal more effectively with the needs of
customers with Income Contingent Repayment loans

We have reached a new operational understanding and
partnership with UCAS, which will sit at the core of the
new application process for first-time borrowers in
England for the Academic year 2008/09 We have also
carmed out more work on our strategic inks with other
government departments, shanng data where we have
the scope to do so




STRATEGIC PARTNERS AND SUPPLIERS

We are committed to maintaiming and further
developing our excellent relationships with strategic
partners and key supphers in the provision of services
such as contact centre support, ICT, training,
distnbution and legal services For example for several
years, we have used the back-up services of one of the
leading call centre operators, Response, and we have
created an environment of partnership in which we
jontly evolve problem-solving mechanisms with our IT
suppliers, Oracle and Hewlett-Packhard in every case,
the main impetus has been the provision of an
enhanced service to customers

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 operations This
ensures delivery of quality services, on time and on
budget In this rapidly shifting environment, managing
change effectively i1s integral to how we deliver these
services

STAKEHOLDER CHANGE CAPABILITY

In order that inihatives arising from the implementation
of Government policies can be deployed effectively and
efficiently, we have the responsibility of dehvering the
appropriate systems and processes We work closely
with our stakeholders to meet these changing
demands This enables us to integrate processes for
our core operations for improved efficiency, connect to
other Government agencies, and exploit the potential
for e-service delivery

Business Continuity

To ensure the continuity of our business, we make
cerlain that the necessary processes are In place for
timely, effective and appropriate responses to any
large-scale crisis

We have a programme of testing of the existing
business continuity plans to take into consideration the
impact of new processes, new products, and external
influences on the orgamisation
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Corporate Objectives and Performances

The Student Loans Company's resources, objectives
and performance measures are set out by Ministers in
the Annual Performance and Resource Agreement and
the Company 1s accountable to Ministers for its
performance

This section hists our five Corporate Objectives and

12 Key Performance Indicators (KPIs} for Financial
Year (FY) 2007-08, 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
2008-09 If a more detalled defimtion of each KPI is
required, this can be obtained either by contacting the
Student Loans Company's Information Office or by
visiting our website at www slc co uk

In summary, the overall performance for the year 1s
considered to be good This year's targets were
especially challenging and although some targets were
missed, we performed strongly in most key areas —
payments were made on time, system availability and
performance was generally good, online take up {of
applications) by students comfortably met targets and
we continued to deliver programmes and projects to
the satisfaction of the respective boards Our ICR
performance was generally strong despite specific
ssues that arose duning the year, including the need
to ensure that data was being managed securely in the
hght of the HMRC data loss incident

We narrowly missed our target for overall customer
satisfaction, even though the satisfaction levels for the
specific individual service elements were met The
underlying reasons for customer satisfaction results
are a key focus for the SLC Executive Team going
forwards, and the new survey, to be piloted dunng

FY 2008-09 and introduced the following year, should
enable an improved level of insight and hence
opporturities to target actions more effectively

We missed the Mortgage Style Loans collections
targets, but the reasons for this are well understood
by the Company and a rewviston of the approach to
measurement and target-seting has been undertaken

There were two areas where targets were significantly
missed The online take-up by sponsors was
considerably fower than target and requires us to
re-think the approach in this area In addition,
satisfaction levels of funding bodies with the data and
information service provided by SLC were low,
particularly in the last quarter Whilst the small sample
sizes inherent withun this measurernent prevent any
robust statistical analysis, we are conscious of the
need to address specific areas of concern, where
these can be clearly identified

It 15 intended that FY 2008-09 will be the finat year of
the Key Performance Indicators in therr current form
A new performance management regime based on the
balanced scorecard approach will be piloted in FY
2008-09, running in parallel with the KPIs This i1s one
of the changes that are being made to streamlne the
governance framework, which aims to confer more
autonomy on SLC whilst maintaning clear
accountatiity SLC will use the balanced scorecard to
demonstrate to Ministers and the SLC Board that
objectives within the SLC Delivery Strategy 2008-12
are being achieved In light of this, it has been agreed
that FY 2008-09 should be a year of minimal change
for KPls, using the existing measures as far as
possible, but with revised targets where appropnate

Please refer to the table on page 30 for a summary of
those measures that missed the target in FY 2007-08,
with accompanying comments




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 right amount at the right time

Key Performance Indicator 1 Service Level Agreement Performance

Achieve target percentage of the essential elements of the Service Level Agreement (SLA) between the
Student Loans Company and the Department for Innovation, Universities and Skills

Measure Target Actual Achieved
A Local Authornity Portat - 99% or more (core hours only in any 99% v
System Avallability one month}
B Local Authonty Portal - 99% or more (core hours only in any 100% v
Support Avadability one month)
C Local Authorty Portal - End | 99% or more within 5 seconds (core hours | See footnote (1) v
to End Response Time only in any one month based on average

across any working week)

D Local Authority Portal - 99% (core hours onty in any one month) | 98% X
System Usability

E Local Autherity Portal - 100% (core hours cnly in any one menth} | 100% v
Help Desk Avallability

F Local Authorty Portal - 90% or more (core hours only in any 95% v
Call answering one month)

G Production of student 90% or more (in any one month) 97% v
correspondence

H inthation of BACS payments | 1) 95% or more by close of first working 1) 100% v

day following recespt of HEI
confirmation {in any one month)

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

(1) The measurement process 1s now In place and began in Aprl 2008 for the new reporting year If the measurement
assigned for next year had been appled this year, then the actual performance would have been 100%

KPI1 1 Performance

Some 1solated technical incidents occurred dunng the year which caused us to narrowly miss the KPH (d) target for
system usability of the Local Authonty Portal However, overall system avarlability was on target and 100% BACS
payments were imiated on time, exceeding the target

Changes to KPI 1 for FY 2008-09
There will be no change to measures or targets Thera will be a minor change to the method of reporting KPI1(c)
as previously no data has been obtainable
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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 - 24% or more 351% v
cnime applications (n) Returning students - 40% or more 46 4%
{10} Sponsors - 55% or more 25 2%

KPl 2 Performance
The online application figures for students comfortably exceeded targets The 35 1% new student applications and
46 4% returning student applications represented 124,846 and 238,369 respectively

Onfine usage by the sponsor customer group 1s considerably lower than the target this year

In FY 2006/07, over 28,000 sponsors supported applications on ine This represented a Year End Actual of 46 7%,
against a target of only 6% This performance was the basis for the increase of the target to 55% This year, over
68,000 applications were supported on line, but even though this was twice as many as in the previous year, the
target proved too challenging

Discussions with the sponsor customer group as part of the Customer First engagement work have :dentified a
number of reasons for low online usage A sponsors online improvement strategy has been identified for AY 2008/09,
this includes improvement to online Help content, online demonstrations and printable PDF guides to applying A
leaflet for sponsors will be enclosed with all forms and our staff will be trained to help spot potential pitfalls for
sponsors and lead them through the process

In the longer term, enhancements to the process self will be taken forward

Changes to KPI 2 for FY 2008-09

There will be no change to measures Higher targets have been agreed These targets are consistent with Customer
First business case assumptions




Objective 2. Collections

To maximise the collection rate ot student locans and so mimnimise 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 {(NINO)

Measure Target Actual Achieved

A % of borrowers with no 0 25% or less 057% 1 X
NINO BY Statutory
Repayment Due Date
(SRDD)

B % of borrowers with no 0 7% or less 031% v
NINO AFTER passing
SRDD

t See narrative below on EU Students

KPI 3 (A) Performance

There was early concern, which proved to be correct, that this target was not achievable, as it transpired that there
were In excess of 2,000 customers falling due {in April 2008) for fee loan repayment with no NINO These were the
first tranche of EUJ customers who were eligible to apply for a fee loan without the provision of a NINO If we were to
have excluded EU customers from the calculation, then we would have achieved the target with a figure of 0 18%
We did manage 1o reduce the figure including EU customers from a starting point of 0 95% to 0 57%, which 1s an
excellent result when viewed atongside the lack of opticns available to encourage provision of NINO or status from
EU customers

The FY 2006-07 Year End target was 140%, which was comfortably achieved last year with a Year End actual
performance of 0 46% This was the basis for increasing the target to 0 25% for FY 2007-08, which in the event
proved too challenging

KPI 3 (B) Performance

The Year End figure 1s an excellent 0 31% against a target of 0 70% Over the last 12 months there has been a huge
effort to identify all customers with no NINO and then proactively obtain a NINO This has largely been successful
and 1s evident in the Year End figure The remaining accounts that comprise the 0 31% are now primarily related to
system i1ssues (4,000 duplicate customers) that require to be rectified, or customers who consistently do not respond
to us The new HMRC Trace should assist in identifying address details where SLC currently holds incorrect
information, and when approprnate enforcement strategies are introduced, this will also have a beneficial impact on
the figures, but in the short term we would not expect to see significant increase or decreases to the current actual

Changes to KPI 3 for FY 2008-09

There will be no change to measures Higher targets have been agreed EU students have been removed from the
calculation and will be reported separately Although EU students currently represent a very small number of
borrowers in repayment, this will increase from September 2008 SLC walt monitor the trend in order to enable
reahstic targets to be set in FY 2009-10

21




22

STUDENT LOANS COMPANY LIMITED ANNUAL REPORT 2007-08

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

Measure Target Actual Achieved

A % of borrowers who have a | 15% or less 16 05% x
NINO but the citizen is not
found at HMRC BY SRDD

B % of borrowers who have a |5 5% or less 483% v
NINO but the aitizen 1s not
found at HMRC AFTER
SRDD

KPI 4 (A) Performance

Up until December 2007 we were slightly ahead of the target Unfortunately, early in 2008 we encountered i1ssues
caused by the need to ensure that data was being managed securely in hight of the HMRC data loss incident
Although we overcame these issues within a matter of weeks, we faled to meet the target

More accounts were sent for matching in the imtal Match file than in any previous years (approx 275,000} Although
this 1s very positive, It also means the more accounts we send the more are likely to be unmatched We matched in
the region of 170,000 customers this year which agamn 1s tugher than in previous years but there were 105,000
unmatched, which 1s approximately 5,000 tugher than last year

KPI 4 (B) Performance
Year end target has been met with an actual figure of 4 8% aganst a target of 5 5% or less

The good start to the year was due to analysis of the Repayment Profiles report where we were able to identify many
accounts which were below small balance wnte-off but were still being reported

Changes to KP| 4 for FY 2008-09
There will be no change to measures Higher targets have been agreed

The target may need to be recalculated in August 2008 when the impact of the introduction of Monthly Borrower Re-
matching i April 2008 becomes apparent Previocusly, borrowers who were “matched” remained so for the duration of
therr loan Monthly Borrower Re-matching will now highlight those who move from a status of matched to *found” and
therefore the numbers of matched will reduce




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 | 3% or less 047% v
{o be In repayment but who
are not cuirently in any
repayment channel

KPI 5 Performance

The year end figure 1s 0 47% which is well betow the target of 3% The work undertaken on the STOP and START
notices late in FY 2006-07 and early in FY 2007-08 was the reason for the margin by which this KP was achieved
The challenge over the year was in maintaining the figure and ensuring no significant increases occurred

We have undertaken further analysis on the Repayment Profiles Repart of accounis where a START appears to have

been issued but no response has been received There are approximately 1,615 accounts in this category at the

moment across ali cohorts Upon closer inspection we have wentified that 1,559 of these customers fall into the |
duplicate category where a START was I1ssued, but on two [oans both belonging to the same customer This results |
in no match response being received on one of the foans The only way to rectify this 1s to merge the loans and this

exercise 1S underway but, due to the complexities of the merging process, we do not anticipate these i1ssues will be

resolved unti later in Tax Year 2008-09

Changes to KPi 5 for FY 2008-09
There will be no change to the measure A higher target has been agreed to reflect the strong performance in FY
2007-08

Key Performance Indicator 7 Mortgage Style Loans collection
Minimise % of foans that leave deferment and go into arrears

Measure Target Actual Achieved
A % of borrowers that leave 13 7% or less 16 19% x

deferment and go into

arrears

KPI 7 Performance
Of the retained loans which were deferred as at 31 March 2007, 16 19% were overdue compared to a target of
137% |

Not all elements of this KPI are in fact under the control of SLC (e g customers exiting this pool) This has been
recognised by DIUS and this KPI will not be reported dunng FY 2008-09

Over the course of the year we have used avery available too! to optimise performance We have introduced SMS,
personal visits, “propensity to pay” modeling as well as targeting key pools of accounts We also revised letter and
telephone campaigns and, despite these efforts, we were unable to reach the agreed target

Changes to KPI 7 for FY 2008-09

A new measure and target has been agreed SLC 1s Imited in what it can do to control the number of borrowers
leaving deferment and hence the performance aganst this measure The new measure will be to maxamise the
percentage of loans making a repayment, which 1s an area in which SLC can have a real impact
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Key Performance Indicater 8 Mortgage style arrears coliection
Mirimise % of loans that leave deferment and go into arrears

Measure Target Actual Achieved
A % of toans that are in 8 5% or less of all loans in repayment 8 79% x
arrears
B % of loans that are in 50% or less of loans that start the FY less | 58 02% X
arrears than 12 months in arrears, but are still in
arrears at the end of the FY

KPI 8 (A) Performance

The key 1ssue for this year has been the inability to take legal action against customers, coupled with the growing
level of consumer overindebtedness within the UK The latter, whilst hard to quantfy in terms of actual impact on KPI
outturn, is clearly ewdent when reviewing reasons for non/late payment The former has now been resolved and we
should be able to Iihgate from Apni 2008

The target in FY 2006-07 of 9% was achieved last year with a Year End actual performance figure of 8 85% So,
aithough our actual performance shghtly improved this year, we were unable to achieve this year's more chailenging
target

KPI 8 (B) Performance
Over 50% of the loans in this category related to loans which have passed matunty This has a significant impact on
our being able to remove cases from an overdue status, as customers are unable to defer their loan

This was a new target and measure for FY 2007-08, so no companson against last year's performance I1s possible

KPI achievement is also likely to be tough during FY 2008-09, as the economic climate I1s unlikely to improve within
the next 12 months The introduction of a default registration has also been delayed and 1s unlikely to be in place
during the first quarter of FY 2008-09 We will, however, continue to review and implement innovative strategies to
optimise recoveries

Changes to KPI 8 for FY 2008-09
There will be no change to the measure or target for KPl 8A It 1s recognised that the economic chmate will make the
current target of 8 5% a challenging one KPI8B will become a Board level indicator




Objective 3: Customer Satisfaction
To provide a high quality service to customers, so that high levels of customer satisfaction, as benchmarked
against comparator orgamisations, are achieved

Key Performance Indicator 9 Customer Satisfaction

Measure Target Actual Achieved

A % of customers rating the 92% or more 913% x
Student Loans Company's
overall service as good or
excellent

B % of customers rating the Vanous ranging from 83% to 93% All targets met v
individual measures of
service as good or excellent
does not fall below the
relevant targets

C Use of extended and Demonstrate Capability v
addiional surveys to

enhance capability for
continual improvement

KPI 9 (A} Performance

Overall satisfaction did not hit the target level for the year Information from the extended “shadow” survey and the
post-call feedback suggests this 1s primarily due to the longer wait tmes when contacting the Contact Centre Call
volumes remained higher than expected through February and March, with the gradual reduction in the higherthan-
expected ICR calls being offset by a surge in Mortgage Style Deferment calls as a result of some timing 1ssues
around the processing of deferments and the 1ssuing of the End of Deferment letter caused by the early Easter
break Current demand levels continue to exceed the capacity of the Contact Centre to provide a responsive service
at all tmes

Long term plans exist to address these 1ssues, ncluding

« the introduction of the Hub Services team to maximise the effective use of resources and the match of resource
supply to customer demand (e g the flexible shift patterns in Darlington),

+ the improvement and simplification of the end-to-end process o reduce avoidable contact,

+ the increase in Contact Centre resources as part of Customer First and the introduction of voice recognition IVR
and full channel blending,

* the introduction of the Repayment Portal supporting a migration of repayment quenes to seif service,

Changes are being implemented in the short term as part of the efficiency programme managed by the Customer
insight Team to attempt to address this These include an extensive redraft of the Payment Schedule Letter (a major
dniver of contact in the peak penod) and a trial of pro-active text messaging to customers to improve outward
commumcation

Other improvements have been and are being made in the short term, including the simplification of the IVR menu
system
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KP1 9 (B) Pertormance
Despite our narrowly missing the target for overall satisfaction, all targets for the indwidual service elements of the
survey were met

KPI 9 (C) Performance

A new element KPI 9 (C) was introduced this year to extend the survey to enhance capability for continual
improvement Previously, satisfaction measures only related to customers who had made contact with the Student
Loans Company The extended - “shadow” - survey also monitors satisfaction levels amongst those customers who
have been contacted by the Student Loans Company but have not iniiated contact with us, themselves In addition,
specific measures for customers in receipt of the Disabled Students' Allowance, Childcare Allowance, and Fult
Maintenance Grant have been miroduced

As a result of the shadow survey, several improvement areas have been identified and are being addressed

Changes to KPI 9 for FY 2008-09

There will be no change to the measure or target In addition, SLC will be introducing a new, more comprehensive
survey This will build on the lessons learnt from this year's shadow survey and will eventually replace the current
survey The new survey will be piloted in FY 2008-09 in crder to establish baselines




Objective 4: Funding Authority Service

To provide a high quality service to funding bodies that addresses their concerns, which includes the
provision of comprehensive, timely and relevant data and information to the Department for Innovation,
Universities and Skills and the Devolved Administrations, so that student finance strategy and policy can be
better developed, monitored and evaluated and future risks appropnately managed

Key Performance Indicator 10 Funding Authority Service

Measure Target Actual Achieved
A Management information - Service 85% or more of the essential 95% v
Leve! Agreements elements of the Management

Information SLAs are met

B General Service % of funding 83 7% or more 673% 1 X
authority customers' rating the data,
information and advice services
provided by SLC positively

Specific Service % of funding 89 2% or more 670% 2 X
authority customers' rating the data,
information and adwice services
provided by SLC positively

KPI 10 (A) Performance

This 1s a quarterly measure with cumulative results during the first three quarters improving from 93 8% to 95 0%
0 96 0% Performance decreased in the final quarter but we still just met the 95 0% target In this last quarter
performance was affected by the need to deal with prionty ad hoc requests and a high number of Westminster
Parllamentary Questions

KP1 10 (B) Performance
The survey responses for the final quarter FY 2007-08 was the worst result for any guarter during the year, resulting
in the target being missed

In respect of the General Service, the areas of continued dissatisfaction are the lack of “flexibility to meet differing
needs” and “adaptability” There were, however, some improvements in the overall views around “availabiity” and
“responsiveness”

At imes it was difficult to design effective action plans to improve performance due to deficiencies in the reporting
process such as non-atiributable or non-specific comments

In respect of Specific Services, there were 1ssues with GEMS returns, which needs greater attention to stakeholder
requirements, and dissatisfaction with the speed at which business cases are completed There was also a degree
of dissahsfaction with the speed i which SLC warn of operational nsks Policy and product support was one area
which received positive feedback

Changes to KPI 10 for FY 2008-09

There will be no change to the measure or target for KP1 10A For KPI 10B, targets will be set for indvidual Funding
Authorities The Technical Notes will be updated to clanfy the calculation and reporting processes

1 N B These results are based on a strict Iteral interpretation of the wording m the Techmical Notes Therefore the Actual figure 1s that for anty Q4 In

07-08 Resulls calcutated on the previous basts used by SLC — on the Actual being a year to date cumulative figure - would be 78 8% for the
General Service

2 N B These results are based on a strict, iteral interpretation of the warding in the Technical Notes Thesetore the Actual higure 1s that for only Q4 1n
0708 Results calculated on the previous basis used by SLC — on the Actual being a year 1o date cumulative figure - would be 80 4% for the
Specific Service

27



STUDENT LOANS COMPANY LIMITED ANNUAL REPORT 2007-08

Objective 5: Effective and Efficient Use of Resources

Within a transparent and flexible budgeting framework, to align resources with priorities in order to deliver
day-to-day business, projects and corporate performance targets to required standards, within agreed
budgets and secure the best use of funding provided to the Company

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

Measure Target Actual Achieved

A Annual variance of spend from onginal | -5% to +2 5% 034% v
budget or updated Corporate Plan for
operating budget profile

B Annual vanance of spend against -5% to +2 5% -105% v
approved business cases {excluding
Customer First)

C Annual variance of spend against -5% to +2 5% -0 22% v
initial Customer First
programme/project capacity plans

D Annual vanance of spend from onginal | -5% to +2 5% for each APRA
budget or updated Corporate Plan for | category
each APRA category - recurrent -03% v
- capital 25% v
- non-¢cash -874% p 4

KP! 11 (A) Performance
There was an overspend of £178,000 on the operating budget This included the agreed £400,000 slippage of capital
funding into FY 2008-09

KP1 11 (B) Performance

There was an underspend of £874,000 on the approved programme It should be noted, however, that there was an
approved slippage of effort with a value of £787,000 into FY 2008-09 The corresponding funding for this has been
mn¢luded in the Corporate Plan for FY2008-09 and therefore the net genuine underspend was £87,000 {11%)

KPl 11 (C) Performance
There was an underspend of £29,000 (-0 22%) This i1s net of the approved capital slippage of £1,100,000 into
FY 2008-09

KP! 11 (D) Performance

At the time of the 1ssue of the APRA letter n June 2007, DIUS hughhghted a shortfall of £1,785,000 within this
category with a corresponding surplus within the recurrent category The recurrent gap was addressed in Month 12,
but the underspend within non-cash remains This was communicated to DIUS from Month 3 onwards and they
continued to recognise this vanance as the year progressed

Changes to KPI 11 for FY 2007-08
There will be no change to measures or targets, although the results will be reported at indvidual Funding Authority level




Key Performance Indicator 12 Effective Project Delivery

Measure

Target

Actual

Achieved

A Programme level assessment of the
acceptable delivery of programme to
agreed standards as assessed by the
project and programme boards

Green, against agreed Red,
Amber and Green cntena

Green

v

KPI 12 Performance

All projects and programmes were rated GREEN by the respective Project and Programme Boards The SLC

Executive continues 1o moniter progress on programmes via the Products & Services Board

KPI 12 Changes for FY 2007-08
There will be no change to measures or targets
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Summary of those measures which missed the target in FY 2007-08, a companson with FY 2006-07 actuals & targets,
and summary of comments, as described in the section above

Ref Indicator 07-08 07-08 06-07 | 06-07 |Comments
target actual target |actual
KPI1 { SLA Performance
d | LA Portal - System Usability = 99% 98% - - New measure in 07-08
KP12 | Online Take-Up
ti | % of sponsors submitting financial | = 55% 25 2% =26% |467% |28,495n 06-07,
details anline 68,043 in 07-08
KPI3 |ICR Reduce % of borrowers
with no NINO
a | with no NINO by SRDD <025% |057% < 14% |046% |0 18% excluding EU in 07-08
KPI4 }ICR Reduce % of borrowers with
a NINO but not matched at HMRC
a | By the SRDD =< 15% 16 05% |- - New measure 1n 07-08
KPI7 |MS % of loans that go from <1379% (16 19% |=< 15% | 156 72% | Limited control by SLC
deferment into arrears
KPI8 |MS % of loans that are in arrears
a | % accounts in arrears at start < 8.5% 8 79% <9% 8 85% | Actual improved over 06-07
remaining In arrears at end
b | % accounts <12 months 1n arrears | < 50% 56.02% |- - New measure in 07-08
KPI9 | Customer Satisfaction
a | Rating of SLC overall service > 92% 913% > 92% {94 1% | All floor targets met in 0708
b | Floor Targets
KPHQ | Funding Authonity Service
bi { General service (part A) 2837 67.3% 2730 |7625% | 78 8% in 07-08 using SLC calc basis
bu | Specific service (part B) 2892 670% =735 |8675% |80 4% n 0708 using SLC calc basis
KPI11 | Financlal Performance
v | Vanance for each APRA category
Non-cash -5% -874% |- - New measure in 07-08
under to | under
25%
over
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Products and Services

During 2007-2008 we provided a range of
admimstrative services for education funding in
the United Kingdom We paid loans (repayable by
the student) and grants / bursaries (non repayable)
as follows

MAIN SUPPORT FOR FULL-TIME STUDENTS
Mantenance loans and grants to full-ime students
{according to an individual student's eligibibty and
entittement), higher education grants for eligible
students from England and Wales and higher education
bursaries for eligible students from Nerthern lreland

TUITION FEE LOANS

Tuition fees to colleges and universities on behalf of the
564,000 students who took out Tuition Fee Leans for
this purpose, as well as financially assessed tuition fee
grants to those students who applied and are eligible
from England, Wales and Northern Ireland

DEPENDANTS’ GRANTS

The Adult Dependant's Grant, the Parent's Learning
Allowance and the Childcare Grant to which full-time
students with dependants may be entitled if they incur
additional costs

TRAVEL GRANT

Travel Grant to help cover costs of travel for students
who either go abroad to study as part of their course,
or attend clinical training as part of 8 medicine or
dentistry course

SUPPORT FOR PART-TIME AND
POSTGRADUATE STUDENTS

Course grants and tuition fee granis to part-time
students who qualified in England, Wales and Northern
Iretand and part-ime mantenance loans for students
from Scotland While, in the main, postgraduate
students are not entitled to financial assistance,

we paid support that 1s available for those students
studying for a postgraduate teaching qualfication

DISABLED STUDENT ALLOWANCE

The Disabled Student Allowance (DSA), which is
available fo eligible students in full-tme, part-time or
postgraduate study in England 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 n schools in England and Wales The
scheme was closed to new applicants duning 2004-05
We conhinue to admirister the scheme for those who
have been previously accepted onto it

SCOTTISH GRADUATE ENDOWMENT
SCHEME

We administered the repayment accounts of Scotiish
domiciled graduates and others who have left their
courses and chose to pay the Graduate Endowment
by taking out loans During the penod of this report,
legislation was completed n the Scottish Parliament

to abolish the Graduate Endowment scheme and all
the necessary first steps were taken by SLC to prepare
for the administrative changes this will mean



SUPPORT FOR STUDENTS FROM THE
EUROPEAN UNION

We pay and administer tuition fee support in the
form of tuttion fee loans for students who qualify

as European Union nationals and who are studying
part-time or full-time 1n the UK

EDUCATION MAINTENANCE ALLOWANCES
We administered Educaticn Maintenance Allowance
services for Northern Ireland and Wales Education
Maintenance Allowances are household income-based
payments to encourage students to continue past their
compuisory schooling They compnse fortnightly
payments to students along with bonus payments paid
three times per year

THE HIGHER EDUCATION GATEWAY

The Higher Education Gateway 1s 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 adrminister their bursaries and
scholarships online it1s 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), and for those outside the UK tax system

+ with Mortgage Style Loans {which are no longer
available), collected wia direct debst, credit card, etc
and made avallable under the former loan scheme
to students who entered Higher Education prior to
1998 We administered deferments of mortgage-style
loans for those customers not earning above the
minimum tncome threshold
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Managing Risk

The Student Loans Company's nsk and control
framework 15 described n the Statement on Internal
Control on page 51

Our governance arrangements provide a framework
to protect delivery through robust nsk management,
internal controls, management review, Board
engagement and stakeholder reporting

Our aim 1s to embed nsk management into our activibes,
In accordance with our risk management policy, which
ensures that nsks are understood, proactively assessed
and managed in ling with the Student Loans Company's
appetite and folerance for nsk

Based on this policy, a nsk management process has
been implemented, which involves the maintenance of
registers for the following categories of risk

* Strategic nsks, relating to the achievement of our
long term strategy,

+ Operational risks, relating to day-to-day issues,

» Corporate risks, relating to the achievement of the
corporate objectives

Risk registers are reviewed at regular intervals

PRINCIPAL RISKS

The prncipal nsks dunng 2007-08 were those recorded on
the strategic and corporate nsk registers dunng the year

The divergence of requirements of the different
administrations, arising from adophion of different
policies, was a key nsk at the start of the year, but the
successful introduchon of “Separation of Services” was
a key mitigating action and furthermore relationships
with the different administrations has improved steadiy
throughout the year

Management of information and data was dentified as
a key strategic nsk for SLC, well before the recent
HMRC data loss incident which prompted a
government-wide review of information exchanges

The SLC Information & Data Management Governance
Framework has now been 1ssued and stands us in
good stead to address the speciffic actions that are now
required as a follow-up to the publication of the
Hanmgan report

HMRC's re-platforming of PAYE systems increases the
nsk of ICR service falures A detalled review of SLC
and HMRC interactions 1s being undertaken

The unsahsfactory computer room environment in the
Bothwell Street office has posed a significant risk to our
ability to provide stable computer systems However,
we are now 1n the process of moving equipment to an
outsourcing provider and completion of this move later
in 2008 will remove this nsk

SYSTEM OF INTERNAL CONTROL

Our system of internal controf 1s designed to manage
risk to a reasonable level, rather than to eliminate all
nsk of fallure to achieve policies, aims and objectives
It can therefore only provide reasonable and not
absolute assurance of effectiveness

The system 1s based on an ongoing process designed
to identify and pniorntise the nsks to the achievement of
departmental pohcies, aims and objectives, to evaluate
the hkelthood of those nsks being realised (and the
impact, should they be realised) and to manage them
efficiently, effectively and economically

Dunng preparation of the annual Statement on Internal
Control, each member of the Student Loans
Company's Executive Board and the Heads of Service
are required to provide an annual Statement of
Assurance to the Accounting Officer, confirming their
acceptance of their delegated responsibility for
maintaining an adequate system of internal control and
nsk management Significant conirol 1ssues are
disclosed within the Statement on internal Control




Financial Commentary

SOURCE OF FUNDS AND PROCESS FOR
AGREEING FUNDING

The Student Loans Company 1s funded primarily by
Grant-in-Aid from the devolved authorities hsted below

« Department for innovation, Universities and Skills -
England

+ Education and Lifelong Learning - Scotland

+ Department for Employment and Learning -
Northern Iretand

* Department for Children, Education, Lifelong
Learning and Skilis - Wales

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

In financial year 2007-08, income was also received
from universities and colleges which had elected to
have the Student Loans Company administer their
bursaries and scholarship payments under our Higher
Education Bursary and Scholarship Scheme

Other funding 1s received from third parties in relation
to contracts for admmistration of services to those
parties, and from bank tnterest

We apply for funding through an annual corporate
financial planning cycle which forecasts funding
requirements throughout the current Spending Review
perod, and we receve an Annual Performance and
Measurement letter confirrming Grant-in-Aid avarlable
and income from other sources

FINANCIAL MANAGEMENT

The funding position ts reported on a monthly basis to

the Executive of the Company and to the Main Board

on a quarterly basis Detalled analysis of expenditure

at funding authonity level i1s provided, split by operating, |
programme development and capital spend In addition,
detalled variance analysis 15 performed at divisional
level and by expenditure type Monthly re-forecasts are
performed throughout the year This reporting 1s
supplemented by detailed analysis at a product and
service level, by funding authorty, from the Company's
actvity-based management system Such analysis is
used to ensure products and services are delivered
within the agreed pricing for those, and to provide
costings for business cases for future developments

Fer financial year 2007-08, operating expenses and
programme development expenditure were both
successfully contained within the allocated funding

The efficiency targets set as part of the Comprehensive
Spending Review 2004 were achieved

The Student Loans Company 1s subject to the
efficiency review within the public sector We actively
seek opportunities to change current practices to
maintain customer service at a reduced unit cost

In financial year 2007-08, the value-for-money
programme developed to deliver efficiency savings
contnbuted £963,000 to the targeted savings

CAPITAL AND RESERVES

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

In accordance with HM Treasury guidelines, we draw
down funds to meet our ongomng needs and we are not
permitted to draw down in advance cf need Funds
drawn down are 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 Student Loans
Company 1s 100 ordinary shares of £1 each, of which
10 are 1ssued and fully pad
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TAX STATUS

For the financial year 2007-08, the Company 1s
registered for VAT and is able to recover part of our
input VAT - those services relating to mortgage style
activities being exempt

The Student Loans Company is a not-for-profit
organisation, but we pay corporation tax in respect of
the profits ansing from the administration contracts for
services to third parties and the bursary administration
services provided to universities and colleges

STATUTORY ACCOUNTS

The statutory accounts for year ended 31 March 2008
are presented on pages 46 to 83

Profit and Loss Account

As stated above, the Company 15 a not-for-profit
organsation and carnes no reserves Grant-in-Aid 1s
accrued to maintain the result for the year as “ml; with
any balancing entry falling inte the “Balances with
Central Government Badies” within debtors/creditors
depending on the nature of the timing difference

The Company’s administration expenses of £70,295
mifion are to fund both the operational expenses and
the expenses associated with the development
programme Funding of those expenses 1s provided
from the Income generated from servicing contracts for
third parties (£2 777 milhion) and from bank and other
interest (£364,000), with the balance of funding
supplied n the form of Grant-in-Aid from the funding
authorities

Statement of Total Recognised Gains and
Losses

This statement, presented on page 62, contains the
actuanal loss ansing on the Company's defined benefit
penston scheme (£783,000), the main {0ss having
arisen due to the volatility in the markets aganst the
mnitial assumptions

Batance Sheet

The Company’s balance sheet is presented on page
63 The net hability of £18 591 milion on the balance
sheet consists of £11 226 million of pension habiities
and £7 365 million of dilapidations provisions

Funding received in relation to capital spend is treated
as deferred income and released to the Profit and Loss
Account to match the depreciation charged each year
on the assets purchased

Other income consists mainly of admirustration and
legal charges recovered from third parties in relation

to customers in default This income has fallen due to
improvements In preventing customers from entering
default and reductions in customer numbers due to full
repayment being reached by many in the old mortgage
style portfglio on which these charges are principally
levied

Cash Flow Statement

This statement, presented on page 64, presents the
cash flows of the Company These cash flows relate to
ongoing operating actvities, including the devalopment
programme of the Company The cash flows relating to
the payment of funding o students as loans, grants or
allowances and the repayments received from those
custorners 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 shest



Remuneration Report

The following provides details of the remuneration and pension interests of Main Board Members and Directors of

the Company, as well as Members of the Executive Board

DIRECTORS

The remuneration for the Chairman, Chief Executive and Non-Executive Board Members 1s determined by the
Secretary of State for Innovation, Universihes and Skills and the Scottish Ministers These Board Members and
Directors aise recetve travel expenses

The Non-Executive Board Members are appointed by the Secretary of State on a basis of one day per month for a
fixed term appointment of three years

DIRECTORS’ REMUNERATION

Salary and Bonus | Other benefits and | Total Emoluments | Pension Contract terms
expenses Contributions
2008 2007 2008 2007 2008 2007 2008 2007 Term Notice Appt to
£000  £000 €000  £00C £000 €000 £000  £000 Period
Keith Bedell-Pearce 62 62 3 3 65 65 - 3yrs  3mths Dec 08
Tanvi Davda 5 5 - 5 5 - 3yrs Aug 08
lan Oickson 5 5 - 5 5 - Jyrs Mar 11
Barbara Dutiner 5 5 - 5 5 - - 3yrs - Mar 10
Angela McCusker 5 5 - 5 5 - - 3yrs - Aug 08
Ralph Seymour-Jackson | 159 158 - - 159 155 17 17 3yrs  6mths -
{Chief Executive)
Chnistian Torkington 5 5 - - 5 5 - 3yrs Mar 10
246 242 3 3 249 245 17 17

Note - Other benefits and expenses comprise taxable travel and subsistence expenses

The following disclosure apples to Mr Seymour-Jackson, Chief Executive Officer

The constituent elements of the Chief Executive’'s remuneration package are disclosed above Under the terms of his
contract, the Company 1s required to make pension contributions on behaif of the Chief Executive equivalent to 12%

of his gross salary He 1s not a member of the Company schems and has a personal pension ptan to which the
contributions are paid As an ordinary member of the Company’s group life assurance scheme, he is entitied to
permanent health insurance and death-m-service benefits The Chief Executive 1s also eligible for payment under a

bonus scheme established with the approval of DIUS and H M Treasury and subject to such rules as the Board may
determine Such payments do not form a significant part of tus total remuneration

The Chief Executive's imitial contract was to 31 December 2006 This was subsequently extended by mutual
agreement for a further three years to 31 December 2009 Termination of the contract by the Company prior to that

date, other than in accordance with its terms, will result in compensation being paid to the Chief Executive for the

unexpired period of the contract, subject to tus duty to mitigate his loss
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MEMBERS OF THE EXECUTIVE BOARD

As required by the Government Financial Reporting Manual, the following relates to the remuneration of each
Member of the Executive Board not included in the table of Directors’ Remuneration above

Appointments are on a permanent basis in accordance with individual contracts

With effect from October 2007, the Members of the Executive Board were recognised as a separate bargaining unit
with the Public and Commercial Services Unions

The Company receves the Pay Remit levels from the Treasury and we are able to allocate this to all employees in
the Company Our strategy for rewarding semoer management 15 based on the principle of uplifing salary levels in a

differentiated fashion, relative to individual performance and the market and 15 determined by the Remuneration

Committee

Remunerzalion for those Members of the Executive Board appointed dunng the year has been disclosed from the

date of appointment

REMUNERATION OF MEMBERS OF THE EXECUTIVE BOARD

Salary and Bonus | Other benefits Total Emoluments | Pension Contract terms
and expenses Contributions
Durector 2008 2007 2008 2007 2008 2007 2008 2007 Term Notce
£000  £000 £000 €000 £000  £000 £000  £000 Perod
D Ross 126 122 - 126 122 17 12 Permanent 6 months
R Watson® - 59 - 60 119 5 N/A N/A
E Rae** " 51 - " 51 1 5 N/A N/A
W Gray 123 122 - 123 122 17 12 Permanent 6 months
C Andrew™** 104 - - 104 - 1 - Permanent 6 months
L Campbell# 124 - - 124 - 15 - Permanent 6 months
M Herbert## 80 - - 80 - 10 - Permanent 6 months
568 354 - 60 568 414 A 34
“up to 07/09/06 “from 08/09/06 1o 15/05/07 = from 01/05/07 #from 15/05/07 #itrom Q6/08/07

PENSION DISCLOSURE FOR MEMBERS OF THE EXECUTIVE BOARD

Real increase in Accrued pension at | Cash equivalent Real increase n Cash equivatent
pension and lump | age 60 at 31 March | transfer value at cash equivalent transfer value at

Director sum at age 60 (£) | 2008 and related 31 March 2007 (£) | transfer value (£) 31 March 2008 (£)

lump sum {£)

E Rae" 1,233 19,840 45,447 7.809 55,028

C Andrew 6,697 34,036 67,601 21,288 91,525

L Campbell 4,388 4,388 0 13,957 13,957

W Gray 5,135 32,548 73,221 17,768 93,845

D Ross 5159 41,428 90,026 18,198 111,735

M Herbert 2,636 2,636 0 4,606 4,606

up to 15/05/07




REMUNERATION COMMITTEE

Members of this Committee are appointed by the Board for an mitial three-year term of office, after which their
appomntments may be subject to annual rotation

The following Non-Executive Directors of the Board are members of the Remuneration Committee
Barbara Duffner, Chair

Angela McCusker

Tanvi Davda

Assessors have the nght to attend all Committee meetings on behalf of the shareholders

The Board determines the membership and terms of reference The Charr of the Remuneration Committee will
formally report back to the Board after each meeting, and the minutes of Committee meetings will be provided to the
Board for information

Remuneration Committee meetings will normally be attended by the Chief Executive, the Deputy Chief Executive and
the Head of Human Resources

The duties of the Remuneration Committee are.
* to determine those posts which will be designaled as 'sentor staff’ posts,
« taking advice from the Chief Executive, to determine

« the contracts of employment, including all terms and conditions of service, for senior staff {Executive Board
Members and Heads of Service), taking account of guidance and market information where appropriate,

* the remuneration of senior staff, including the terms of the senior staff bonus scheme, ensuring that senior staff are
farrly rewarded for their contribution to the Company having regard to affordability, guidance on public sector
increase as reflected in the Pay Remit agreed by DIUS and market information where appropnate,

+ to monitor and approve (for bonus purposes) the performance of semor staff (up to a maximum of 20% for
Executive Board Members and 15% for Heads of Service),

» {o approve the application of the severance policy for senior staff posts, where appropriate,

» to 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 in accordance with the overail pay remit agreed with
DIUS

Ralph Seymour-Jackson
Chief Executive and Accounting Officer
30th June 2008
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Main Board, Executive Management

and Assessors

Keith Bedell-Pearce,
Executive Chairman

Appointed 17 December 2001

{Reappointed 17 December 2004 and reappointed 17
December 2007 for a single year term)

Keith Bedell-Pearce has been Executive Charman of
the Student Loans Company since December, 2001
He is also the Non-executive Chairman of Norwich &
Peterborough Building Society, the Non-Executive
Chairman of Directgov and the Senior Independent
Director of FAC Asset Management pic Keith was a
main board Executive Director of Prudential plc untit
his retirement at the end of 2001

Meetings

Attended 10 Board meetings
Attended 5 Audit Commuttee meaetings
Attended 6 Remuneration Committee meetings

NON EXECUTIVE DIRECTORS

Tanvi Davda
Appointed 1 August 2002
(Reappointed 1 August 2005)

Tanvi Davda joined the Board of the Student Loans
Company In 2002 She 1s an Executive 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
denvatives trader at Credit Suisse Tanwvi holds a
Masters degree in Finance (MS¢) from the London
Busmess School and a BS¢ in Chemustry from
University of London

Meetings

Attended 5 Board meelings
Attended 4 Audit Committee meetings
Attended 5 Remuneration Committee meeatings

lan Dickson
Appointed 1 March 2005
(Reappointed 1 March 2008)

lan Bickson was appointed a Non-Executive Director
of the Student Loans Company in March 2005 and
has since been appointed as Charrman of the Audit
Committee which sits quarterly He also sits on the
Audit Committee of the Department for Innovation,
Universities and Skills He was previously Finance
Director and Principal Finance Officer (PFO) for the
Export Credit Guarantee Department (ECGD), where
his Board responsibiities included finance, strategic
coperational and project nsk, internal audit and IT Prior
to that lan worked in the insurance industry in Scotland
with Scotiish Provident

Meetings

Aftended 9 Board meelings
Attended & Audit Committes meetings

Barbara Duffner
Appointed 1 March 2004
{Reappointed 1 March 2007)

Barbara Duffner joined the Board of the Student Loans
Company in 2004 and became Semior Non-Executive
Director in October, 2004 She 1s also the chair of the
Remunerabon Committee She was previously Head of
Personnel at Royal Mail in Scotland untd she retired in
March 2004 Barbara was awarded an OBE in 2002 in
recognition of her Chairmanship of both the Careers
Service Review within Scotland and of the Children’s
Hospice Association Scotland (CHAS) Barbara is afso a
Board Member of Scottish Enterpnse, a Member of the
Judicrat Appointments Board Scotland, a Chair Member
of the Professional Conduct Committee of the General
Dental Council, Public Interest Member of the Council
of the Institute of Chartered Accountants Scotland,
Employment Tnbunal 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 (nstitute of Chartered Surveyors

Meetings

Attended 10 Board meetings
Attended 7 Remuneration Commitiee meetings




Angela McCusker
Appointed 1 August 2002
{Reappointed 1 August 2005}

Angela McCusker has been a Non-Executive Drrector
of the Student Loans Company since 2002 She was
previously Finance Director of EHesse International
Limited and Ellesse UK Limited For a six month penod
from Qctober, 2004 untl March, 2005 Angela chaired
the Student Loans Company Audit Committee She s a
Chartered Accountant and holds a Masters degree
{MBA) from the Open University Angela was recently
appointed as Chief Executive of Pilothght Scotland - a
charity which brings together mutti disciphinary teams of
senior business people with managers of small
charities, to coach them through the process of
planmng for growth and sustainability

Meetings

Attended 9 Board meetings
Attended 5 Audit Commuttee meetings
Aftended 5§ Remuneration Commiites meelngs

Christian Torkington
Appointed 11 March 2004
(Reappointed 1 March 2007)

Christian Torkington joined the Student Loans
Company in 2004 and 1s currently the Managing
Director of Operations at Scothsh Widows plc, where
his responsibilties include managing customer service,
business transformation and IT for Scotish Widows

He has led major strategic change programmes within
a variety of public and private sector organisations
Christian held a number of semor positions within
Barclays Bank plc, including sethng 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 issues He 1s a Chartered Accountant and was
a management consultant for many years prtor to
jowung Barclays

Meetings

Aftended 7 Board meetings
Altended 4 Audit Committee meatings

MAIN BOARD AND EXECUTIVE BOARD
MEMBERS

Ralph Seymour-Jackson,
Chief Executive

Appointed 21 July 2003
{Reappointed 1 January 2007)

Ralph Seymour-dackson was appointed Chief
Executive in 2003 and 1s responsible for the overall
management of the Company, incorporating business
development, strategy and planming and the
Company's three directorates He launched his career
as a ptlot in the RAF before joimng 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 Natioral in 2001,
Ralph was appointed IT Director for the combined hfe
businesses

Meetings

Attended 8 Board meetings
Attended 5 Audit Commiitee meetings
Aftended 7 Remuneration Committee meetings

EXECUTIVE MANAGEMENT TEAM

Derek Ross,
Deputy Chief Executive

Derek Ross was appointed Deputy Chief Executive in
February 2007 He 1s also Director of Gperaticns
responsible for Business Services, Customer Services
and Change Management Since joining the Student
Loans Company 1in 1999, Derek has been Director of
Administration, Company Secretary, and Legal
Services and Corporate Compliance Manager Before
joiming the Company, he was a practising solicitor for
15 years, both in the private and public sector Derek 1s
a member of the Law Society of Scotland and, in
addition to his legal qualifications, holds a Masters
degree (MBA) from the University of Glasgow

Meetings

Attended 10 Board meetings
Attended 4 Remuneration Committee meetings
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Wallace Gray, Information and Communications
Technology (ICT) Director

Wallace Gray has been Director of ICT since October
2001 and 1s responsible for Systems Development,
Telecommunications and Technical Infrastructure
Architecture Before joining the Student Loans
Company, Wallace was the IT Director for the Scotlish
Legal Aid Board where he worked for five years During
his 25 years as a computer professional, he has held
positions n Standard Life, Britannia Life and Robert
Flemings Merchant Bank Wallace has three Masters
Degrees in Business Administration {MBA), Human
Resource Management and e-Business, as well as a
BSc in Computing He 1s currently studying towards a
Doctor of Education (EdD) at Strathclyde University
He 1s a member of the Association of Project Managers
and is one of a select number of UK Project Managers
to be awarded a Certificated Project Manager (CPM)
titte by the I1APM

Meetings
Attended 10 Board meetings

Les Campbell,
Finance Director

Les Campbell joined as Director of Finance on 15 May
2007 He 15 responsible for all aspects of Finance,
including Financial and Corporate Services The
Finance Directorate includes not just ail the aspects of
finance but now also encompasses Corporate Services
(tncluding the Procurement, Faciities and Management
Information departments) Before joining the Student
Loans Company, Les was the Director of Finance at
Glasgow Housing Association for three and a half
years Prior to that, he was the Group Financial
Controller at British Energy plc for seven years,

having previously worked with Scottish Power plc and
PricewaterhouseCocpers He is a board member of the
Scothsh Legal Aid Board, the non-departmental public
body responsible for managing legal aid in Scotland
He 15 also a councit member of Quarrers, the chanty
dealing with the disabled, people with epilepsy and
young people Les 15 a member of the Institute of
Chartered Accountants of Scotland

Meetings

Atlended 9 Board meetings
Attended 6 Audit Committee meetings

Martin Herbert,
Customer Services Director

Martn Herbert joined the Student Loans Company as
Birector of Customer Services In August 2007 He has
overall responsibiity for the Customer Services
directorate across Glasgow, Darlington and Colwyn Bay

Martin has extensive experience of leading significant
public sector transformation programmes and has
played key roles in the set-up and operation of new
public services — such as NHS 24, Consumer Direct
and the single Non-Emergency Number Programme

Martin holds a PhD in Management Science from
Loughborough University, a Masters degree in Business
Infermation Technology Systems from the University of
Strathclyde, and a Diploma i Quantity Surveying from
the Glasgow Metropolitan College He has published
papers and presented on team working at conferences
in Beying, Montreal and Sloveria

Meetings
Attended 7 Board meetings

Chris Andrew,
Company Secretary

Chris Andrew has been Company Secretary since
February 2004 He provides a secretanat to the
Company's Board of Directors, ensuring that all
necessary Corporate Governance requirements are
compled with Chris joined the Company in 1999 as
Head of Audit, having previously worked at KPMG as a
Senior Audit Manager In addition to his responsibilittes
as Company Secrelary, he is the vice-charr of the
Finance and Governance Board, which ensures that
the Cormpany establishes and comphes with
appropnate arrangements for corporate governance,
financial management and control, and all relevant
legislation Chns is responsible for Assurance Services,
which encompasses the areas of corporate assurance,
internal audit and legal & compliance He became a
member of the Chartered Institute of Public Finance
and Accountancy (CIPFA) in 1990

Meetings

Atterided 9 Board meetings.
Attended 6 Audit Commitiee meetings
Attended 6 Remuneration Committee meetings




Eilgen Rae,
Acting Finance Director

Eileen Rae was Acting Finance Director for the period
1 April 2007 until 14 May 2007

Meetings

Aftended 1 Board meetings
Atiended 1 Audit Commuttee meeting

ASS5ESSORS

Michael Hipkins,
Director of Student Finance Strategy

Represents the Secretary of State for Innovation,
Universities and Skills

Michael Hipkins has been Director of Student Finance
Strategy at the Department for Innovation, Universities
and Skills (formerly the Department for Education and
Skills) since 2004

Meetings

Attended 10 Board meetings
Attended & Audit Committee meetings
Atended 7 Remuneration Committee meetings

Stephen Kerr,
Head of Higher Education and Learner Support

Represents Scottish Ministers

Stephen took up the post of Head of the Higher
Education and Learner Support Division in May 2007,
having previcusly been Head of the Skills for Life &
Work Division (SLW) A qualified solicitor, Stephen
studied law at the University of Dundes
{undergraduate) and the University of Strathctyde
{postgraduate) Prior to joining the civil service,
Stephen held senior positions 1n Deloitte and Dundas
& Wilson LLP

Meetings
Attlended 6 Board meetings

Footnotes

Board Attendance

10 meetings were held between Aprit 2007 and
March 2008

Audit Committee
6 Audit Committee meetings were held between
Apnl 2007 and March 2008

internal Audit was represented at ali Audit Committee
meetings by the Head of Internal Audit

Remuneration Committee
7 Remuneration Committee meetings wese held
between Apni 2007 and March 2008

HR was represented at all Remuneration Committee
meelings by the Head of HR
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Chairman’s Statement

Whilst there are many aspects of the work that we do
that piace increasing demands on our business - and
all of these are of great importance - nothing matters
more to our customers in our annual cycle of activity
than our successful delivery of loans and grants It was
therefore cf real significance that, dunng the 2007/08
academuc year, we achieved for the first ime the
payment of just over a million loans ~ something

of a landmark

One area, however, where we would have liked to
perform better, but are constrained by external
structural 1ssues, 1s the final repayment of Income
Contingent Repayment (ICR) loans ICR loans now
form the substantial majority of our loan book They are
repaud through the individual tax system and are
therefore subject to the annual tax collection and
assessment cycle As with income tax itself, loan over-
repayments are repaid to the customer with interest
once the post-tax year reconciliation 1s completa but,
of course, our customers would very much prefer that
deductions beyond what s due were not made in the
first pface The problem lies in the fact that the final
reports we receive from Her Majesty's Revenue &
Customs (HMRC) are not available until some months
after the end of the tax year in which the deductions
are made

Whilst historically a number of intenm measures have
been put in place to enable individuals to anticipate the
completion of their repayments, we recogrise that a
longer term systems-based solution 1s required We
have been working closely with colleagues at HMRC
over the past two years to develop this systems-based
solution and we are aiming to introduce more effective
processes in 2009 to deal with a problem that we know
15 @ source of continuing concern 1o our customers

The balancing of business as usual and the
requirements of bullding a new end-to-end service for
all students based in England was always geingtobe a
challenge Our success in delivering at the start of the
current academic year more than a milhon individual
loans within our tight service standards was achieved
In the context of the great amount of work that was
done during 2007/08 in bullding the new service -~ the
irhative which we call Customer First In the event, we
met our targets for defining the new service and setting
up the operational processes and procedures

The FY 2007-2008 saw a significant development and
consohdaton in the availability of additional online
services for the use of higher education
establishments, local education authonties, and -
critically — student finance customers and their parents
or other sponsors



At the same time, the use of online application as a
first choice increased substantially and well beyond our
targeted figures for applicants, all of which showed that
our drive to provide easy and straightforward access to
online services and to encourage a move away from &
paper-based service i1s producing the required resuits
both in terms of improved customer service and
operational efficiency

Much 1s said elsewhere n this Annual Report about
the very successiul and effictent way 1n which our new
base in Darhington — the Memphis Building at Lingheld
Paint — underwent its transformation to enable the
recruitment and deptoyment of the first groups of our
new staff there | would like to add my own thanks to all
those involved in ensuring that what we have put in
place meets the best of modern standards —
particularly in respect of the environmentally frnendly
solutions that have been applied in the new building
Lingfield Point will be an excellent place for our Student
Finance England staff to put the principles of Customer
First into practice

The delivery of the objectives of Customer First are not
imited onty to Student Finance England customers
The enthusiasm and commutment to Customer First
throughout the business means that the stage 15 set for
ancther significant improvement in the service we give
to all our customers

I would like to thank everyone within the business for
what they have done to bring about this change

During the coming year, both Angela McCusker and
Tanwi Davda will retire by rotation as non-executive
Directors of the Student Loans Company Both have
made significant contributions to the Board of the SLC
and the successful development of our business during
the past six years | am very grateful for the support
they have given to me and the Company

1 will be retinng at the end of this year after seven years
as Chairman of SLC There have been huge changes
in the scope and nature of the Company's activities
since | became Chairman in 2001 These are the resuit
of having a talented and dedicated management team
that 1s very effectively led by our CEQ, Ralph Seymour
Jackson, and a strong and competent Board It has
been a privilege to have worked with such excellent
colteagues

M/;ﬁ(t;::m_.

Keith Bedelil-Pearce
Chairman
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Directors’ Report

The directors have pleasure in submiting their annual
report and the financial statements of the Company for
the year ended 31 March 2008 The financial
statements have been prepared in accordance with the
Companies Act 1985 as augmented, where
appropriate, in respect of addiional information as
directed by the Secretary of State for Innovation,
Universities 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 Innovation,
Universities 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 7 to 36 has heen provided in
accordance with section 234Z7B of the Companies Act

Dividends

The Company has no accumulated reserves and
accordingly the directors do not recommend the
payment of a dividend (2007 £Nil)

Directors and their Interests
The directors of the Company serving duning 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 SeymourJackson Chief Executive

Chnistian Torkington Non-Executive *

* Member of the Audit Committee throughout the year

A Member of the Remuneration Commiitee throughout
the year

All non-executive directors are considered to be
independent

None of the directors had any nterest in the shares
of the Company throughout either the year ended

31 March 2008 or 31 March 2007 The Company is
wholly owned by the Secretary of State for Innovation,
Universities and Skills and the Secretary of State for
Scotland

The Chief Executive 1s also the Accounting Officer for
the Company

The Secretary of State for Innovation, Universities and
Skills was a shadow director of the Company under
Sechon 741 of the Companies Act 1985 throughout the
year

Fixed assets
Full details of the movement in fixed assets are given in
note 9 to the financial statements

Employees

it 1s the Company's aim to keep employees informed
about its affairs and in particular about those matters
that affact them directly To this end, newsletters and
information memoranda are 1ssued regularly to
employees in addition to meetings of the Joint
Negotiating & Consultative Committee These meetings
are attended by representatives of the Public and
Commercial Services (PCS) Union, which was officially
recognised by the Company in November 2000

The Company 15 an Equal Opportunities Employer and
gives fuli consideration to suitable applications from
disabled persens Opportunities also exist for
employees who become disabled to continue in thetr
employment or to be traned for other positions within
the Company

Charitable donations
During the year the Company made no chantable
donations {2007 £ Nil)
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Creditor payment policy

The Company aims to pay suppliers within 30 days of
receipt of invoice or 1n accordance with agreed terms
and conditions The Company adheres to the principles
of the Better Payment Practice Code

Throughaout the year, 87% ( 2007 90% ) of nwvoices
were paid within agreed terms

Corporate Govemance

As an Executive NDPB, the Company's control framework
15 set out in the Financial Memorandum

The Financial Memorandum refers to the appropriate
Government guidance on Corporate Governance,
including Managing Public Meney ssued in October 2007

As a matier of good practice the Company has, since
1995, adopted published corporate governance
guidelines and has reported accordingly in the annual
directors’ reports This 1s despite the fact that the
Company 1s not a listed Company of the type to which
these requirements were directed However, with the
publication of the Combined Code in 1938, and
subsequently the revised Code in 2003 and then in
20086, there are a number of matters with which, due to
its status as a NDPB, 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
Committee,

« 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 1s set by the
shareholders

As defined within Managing Public Money, the
Accounting Officer 1s charged, in the Accounhing Officer
Memorandum, with maintaining a sound system of
internal contrel that supports the achievement of the
Company's policies, aims and objectives, and regularly
reviewing the effectiveness of that system He 1s also
responsible for signing the Statement on Internal
Control

The Accounting Officer’'s Statement on Internal Control
for the year ended 31 March 2008 1s provided on
pages 51 to 58

SLC Main Board
The rote of the SLC Main Board 1s to

» set 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 financial plans are in place for the
delivery of services required of the Company by
Ministers,

* ensure the Company acts in accordance with
Ministers’ polictes and does not operate beyond
directions 1ssued by Ministers,

« 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 Mimisters on policy
formulation and on the most effective and efficient
delivery of policies,

* respond effectively to the varying demands of
different partners imposed by devolution and private
sector clients



Remuneration Committee

The members of the Remuneration 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 interfere with the exercise of
their iIndependent judgement

The duties of the Remuneration Commuttee are

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

* taking advice from the Chief Executive to determine,

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

» the remuneration of semor staff, including the terms
of the semior staff bonus scheme, ensunng that
senor staff are farly rewarded for their contribution to
the Company having regard to affordability, guidance
on public sector mcrease as reflected in the pay rermit
as agreed by the DIUS and market information where
appropnate,

» to monitor and approve for bonus purposes the
performance of semor staff,

= {0 approve the application of the severance policy for
senior posts, where approprate,

+ to support the Chief Executive in making
recommendations each year {or such other penod as
may be agreed) to the Board on the approprate pay
award for alt other staff in accordance with the overall
pay remit agreed with the DIUS

Audit Commitiee

The members of the Audit Commitiee 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 interfere with the exercise of their
independent judgement

The Audit Committee will adwise the Accounting Officer
and Board on

= the strategic processes for nsk, control and
governance and the Statement on Internal Control,
inciuding the supporting assurance framework,

« the accounting policies, the accounts, and the annual
report of the Company, including the process for
review of the accounts prior {0 submission for audit,
levels of error identified, and the Board's letter of
representation to the External Auditors,

+ the planned activity and results of both internal and
external audit,

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

» assurances relating to the Company's corporate
governance requirements (e g compliance with the
Financial Memorandum, Managing Publc Money,
etc),

« proposals for procunng internal computer audit
services and external audit services (f appropnate),
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 Commuttee will also penodically review its
own effectiveness and report the results of that review
to the Board

Throughout the period, both external and internal audit
had the nght of independent access to the Charrman
and members of the Committee
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Going concern

The balance sheet at 31 March 2008 shows net
liabiities of £18,591,000 {2007 £17,382,000) These
llabilities arise as a result of the inclusien of pension
fund liabilitres faling due in future years in accordance
with the accounting treatment required by FRS 17
Retirement Benefits, and a provision I1n respect of
diapidations ansing from the Company's leasehold
commitments To the extent that they are not to be met
from the Company’s other sources of income, these
llabilities may only be met by future grants or grants-in-
aid from the Company's sponscnng departments This
15 because, under the normal conventions applying to
the parhamentary control over income and expenditure,
such grants may not be 1ssued in advance of need

Grant-in-Aid for 2008-09, taking into account the
amounts required to meet the Company’s habilities
falling due In that year, has already been included in
the Department's Estimates for that year, which have
been approved by Parllament, and there 1s no reason
to believe that the Department's future sponsorship and
future parhamentary approval wilt not be forthcoming It
has accordingly been considered appropriate to adopt
a going concern basis for the preparation of these
financial statements

The net lability position presented in the balance sheet
is entirely a result of the recognition of pension
habilibes and dilapidations provisions There 1s no
impact on the Company's ability to provide its services
to either its customers or key business partners 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 1s 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 Meeting

By order of the Board

Ralph Seymour-Jackson
Drrector and Accounting Officer

21 St Thomas Street
Bnistol

BS1 64S

30 June 2008




Statement on Internal Control

to 31 March 2008

This statement 1s provided by the Accounting Officer in
hne with corporate governance guidance issued by HM
Treasury

Scope of responsibility

As Accounting Cfficer, | have responsibility for
maintaining a sound system of internal control that
supports the achievement of the Company’s policies,
aims and objectives, whilst safeguarding the public
funds and departmental assets for which | am
personally responsible, in accordance with the
responsibiities assigned to me by the Department of
innovation, Universities and Skills, as described within
the Student Loans Company Financial Memorandum,
and in accordance with relevant Treasury guidance, in
particular the Financial Reperting Manual and
Managing Public Money

The Student Loans Company 15 a non profit-making,
publcly-funded, private, irited company From its
inception in 1989, the Company has been wholly
owned by the Secretary of State for Innovation,
Umversities and Skills and the Secretary of State for
Scotland, but ownership status I1s being reviewed by
the Departments foliowing the transter of responsibility
for student support to Scotish Ministers Since 1996,
the Company has also been an executive non-
deparimental public body (NDPB)} As an NDPB the
Company 15 required to adhere to public sector
standards, as outhned within Managing Public Money
in all ts operations and activities, except where
alternative Treasury approved contractual standards
are n place It 1s also required to comply with the
requirements of the Companies Act 1985, and meet
the requirements of good governance

The role of the shareholders is to

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

+ set the Company’s pnme functions, its pnme
strateqic 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 to Parlament, including the Scottish
Parllament and Mimisters, and to Government on the
general role and overall operation of the Company

The funding bodies have an involvement 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 Meetings as appropniate
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 isted companies, the Company has
complied 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 the guidance
contained within Managing Public Money
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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
nisk of failure o achieve policies, 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 process designed to
identify and prioritise the nisks to the achievement of
departmental policies, aims and objectives, 1o evaluate
the hkehhood of those nsks 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 in the Company up to
31 March 2008, and up to date of approval of the
annual report and accounts, and accords with the
Treasury guidance

Internal Management Structure — Executive Board
In response to the increasing s1ze and complexity of
the business, | have delegated responsibility for
controlling and monitoring the Company’s operational
and financial management to an Executive Board,
supported by three Sub-Boards as detalled below

The role of the Executive Board is to provide effective
leadership to the Company and ensure that it 1s striving
towards its strategic objectives as set by its
stakeholders The Executive Board's responsibilities
are as follows

» Set the Company’s strategic and business prionties
and objectives, i line with the strategies set out by
its stakeholders, and keep these under regular
review,

* Approve the Corporate Plan for presentation to the
Main Board,

* Oversee the Company's capacity and capability to
deliver its strategic objectives in terms of available
resources (both staff and non-staff}, and ensure that
any identified gaps are addressed,

Approve reports for presentation to the Main Board,

* |dentfy and manage corporate and strategic risks
and 1ssues, and take appropriate mitigating actions in
ine with the Company's nisk appetite,

+ Delegale responsibility to the three Sub-Boards
wherever possible or approprate,

= Act as leaders of the Company, setting the priorities
for the development of the crganisation’s

1 values and behaviours,

2 performance management and succession
planning,

3 internal communications

The three Sub-Boards {set out below) oversee
Company perormance and the supporting internal
control framework, ensuring that all business services
are striving towards the Company’'s strategic objectives
and key business objectives, as set by the Main Board
and the Executive Board

This will ensure that operational management
decisions are taken at the maost effective and
appropnate level Sub-Board Terms of Reference are
agreed with the Executive Board, and are subject to
pernodic review Decisions taken by the Sub-Boards on
reserved matters are subject to approval at Main Board
and/or Executive Board level, as appropnate

Finance & Governance Board

The Board's responsibilities specifically include
ensunng that the company fulfils its legal and statutory
responsibilittes in accordance with Treasury guidance,
and for champioming the highest standards of corporate
governance and ethics Duties incorporate ensunng
that proper policies and procedures are in place,
alongside monitoring arrangements for corporate
governance, nsk management, internal auds, fraud
management, financial and internal control, HR poilicies
& procedures, health & safety, business conhnuity and
secunty




Operational Delivery Board

The Operational Delivery Board’s responsibilities are to
drive the Customer Services / Qperational Delivery
strategy map and scorecard and to maintain delivery at
quality, volume and cost levels agreed with funding
bodies, while ensuning service delivery enablers,
including partners, are well developed and aligned with
service plans In addition, the Board will continualty
seek ways of improving value to ail stakeholders
through msight, innovaton and improvement Changes
identified via this Sub-Board shall be assessed and
priontised via the Product & Services Board to ensure
a fair balance of future and current requirements

Duties incorporate ensuring that proper policies and
procedures are in place, alongside monitoring
arrangements for operational planning, delivery,
measurement and reporting, insight, innovation and
improvement, and risk management

Product & Services Development Board

The Board’s responsibilities are to ensure robust
processes are In place for identifying change
requirements and managing delivery of change, that
these are defined and followed across the organisation,
and that change capacity 1s allocated to deliver agreed
prionties for product and service development

The Board wilt oversee delivery of projects and
programmes, while ensuring that supplier delivery for
development of products and services i1s managed
appropnately

Duties incorporate ensuring that, for project or
programme management, proper policies and
procedures are in place, alongside monitoring
arrangements for

* Risk management in projects and programmes,
+ Quality measurement for change intiatives,
» Benefits management for change initiatives,

* Financtal controls for projects and programmes

The Risk and Control framework

The Company's nsk management policy is to ensure
that business nsks are understood, proactively
assessed and managed in such a way that the impact
of these risks 1s mamntained in accordance with the
Company's appehte and tolerance for nsk The
Executive Board 1s responsibie for establishing the
overall nsk appetite and tolerance that should be
accepted in pursuing the Company's objectives

The nsk management policy I1s based upon the
following senes of principles

» business rnisks are understood, quantified, priortised
and managed to an acceptable level,

* an adequate and effective system of internal controt
15 established and maintamned,

» the effectiveness of the system of internal controt and
nsk profile 1s reviewed and disclosed on a regular
basis

The effectiveness of the system of internal control and
nisk profile 1s reviewed and disclosed on a regular
basis

* Mechanisms shall be in place for reviewing the
effectiveness of the existing contro! framework,

+ The Strategic and Corporate Risk Registers and
associlated internal controls shall be reported o the
appropriate Sub-Boards on a monthly basis, to the
Executive Board and to the Audit Committee on a
quarterly basis, and to the Board on a six-monthly
basis,

+ The adequacy of the Company's systems of internal
control 1s assessed via an approved programme of
audit reviews carried out on a rolling four year cycle,

+ Key controls checklists are signed off by all business
areas on a quarterly basis
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Risk Appetite

Risk 1s unavoidable and every organisation needs to
take action to manage nisk to a level which Is tolerable
The amount of nsk which 1s judged to be tolerable is
the “nsk appetite” Risk appetite will be judged on a nsk
by nsk basis and will drive the nature of the control
framework established to mitigate the nsk

Embedding Risk Management
The Company has embedded nsk managerment into its
activites Key features of the process are

+ Maintenance of a Strategic Risk Register, with annual
refreshes via a Strategic Risk Workshop attended by
the Executive 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 risks that have been escalated for
management by the various Sub-Boards This 1s
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

As Accounting Officer, | have responsibility for
reviewing the effectiveness of the system of internal
control My review of the effectiveness of the system of
nternal control i1s informed by the work of the internal
auditors and the Executive Board / Finance &
Governance 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 their management letter and
other reports | have been advised on the implications
of the result of my review of the effectiveness of the
system of internal control by the Board, the Audit
Committee, the Executive Board and its Sub-Boards,
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 meetings of the Board of Directors which has
a schedule of matters which are specifically reserved
for its approval and which are the subject of regular
standard reports as required,

« arrangements under a constitution for an Audit
Comnuttee of the Board to meet regularly and
receive from management and internal and external
auditors, inter alia, reports on the system of internal
control, and to prowide reasonable assurance that
control procedures are in place and are being
followed,

+ arrangements under a constitution for a
Remuneration Committee of the Board to determing
the remuneration and terms and conditions of service
for senior staff posts, and to support me n 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 lines of
responsibility, compnsing an Executive Board, with
three Sub-Boards dealing with Finance &
Governance, Products & Services Development, and
Operational Delivery matters,

* an Accounting Policies and Practices Manual, key
changes 1o which are approved by the Board,

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

+ a Corporate Assurance function, responsible for
establishing and mamtaining risk management,
security management and quality management
processes,

« a Legal and Compliznce function, to monitor
compliance with relevant legisiation, including the
Data Protection Act and Freedom of Information Act,




provision by each member of the Executive Board
and senior management of an annual Statement of
Assurance to the Accounting Officer, confirming therr
acceptance of therr delegated responsibity for
maintaining an adequate system of internal control
and nsk management,

adoption of a nsk-based approach {o internal control
through evaluating the likellhood and significance of
identified corporate risks, resting responsibiiity for
risk management and internal control with
designated owners, and with an ongotng process of
monitoring and reporting progress against the
Company's key nsks,

a Corporate Financial Plan, supporting strategic and
operational plans, with a detalled annual budget,
regularly revised forecasts, a companson of actual
spend with budget/forecast on a monthly and
quarterly basis, operating cash flow and vanance
statements, and key performance indicators, all of
which are reviewed by the Board,

measuring financial and other performance against
key performance indicators,

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

» an Annual General Meeting

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

A self-assessment exercise has been conducted on the
Company's nsk management process, using the HM
Treasury Risk Management Assessment Framework

In the opinion of the Executive Directors and the Heads
of Service, the overall average assessment s that the
maturity of the nsk management process within the
Company 15 between level 3 (“implemented in all key
areas”) and level 4 (“embedded and improving™

Significant Internal Control Problems
The following significant internal problem has been
identified

* Fraud Investgations

The Company has continued to provide support for
investigations that were imtially led by the Departiment
of Innovation, Unversities and Skills into possible fraud

One investigation related to the use of stolen birth
certificates As a result of the intial investigations, there
were five cases successfully prosecuted for offences
relating to the fraudulent use of false or stolen birth
certificates to obtain student support

The other investigation was associated with the
National Fraud Inthative, led by the Audit Commission,
which compares databases held by Government
agenctes (and which included the Company for the first
time) 1n an effort to determine whether any apphcations
for funding are ineligible or fraudutent This work
identified six fraudulent cases from matching with
records held on the Home Office’s Immigration and
Nationality Directorate (IND) database, relating to falled
and lapsed visa applications, plus a further nine linked
cases This marked an important step forward for the
Company and the Department of Innovation,
Universiies and Skaills, as it was the first time that a
significant data matching exercise had been
undertaken with another public sector body to identify
fraudulent apphcations

While the Company 1s not responsible for the key
processes that were pertinent to these investigations,
since for the majonty of applicants 1t does not currently
control the end-to-end process from application through
repayment, we have worked with our partners to
address the control problems that were dentified

To increase our understanding of this probtem, a Fraud
Risk Management Exercise was conducted on behalf
of the Depariment of Innovation, Universities and Skills
by the NHS Counter Fraud and Security Management
Service This exercise was aimed at measuring the
prevalence of fraud within the student finance system
in AY 2005/06
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Based on this work, it was estimated that 0 33% of

AY 2005/06 loan payments were made to English
apphcants where either students had provided false
information to support their applications, or there was a
deliberate attempt to obtain finance where the students
knew they were not entitled to t This equated ¢ an
estimated loss of £8 2 million

Based on our current knowledge of other large-scale
benefit systerms in the UK publc sector, we believe that
this figure compares favourably with the leve! of fraud
present in these systems, however, we are not
complacent in our efforts to reduce the level of fraud in
the student finance system even further 7o assess
whether the steps that are now betng put in place have
helped to reduce the level of fraud in the system, it1s
currently the ntention to repeat the Fraud Risk
Measurement Exercise using AY 2008/09 application
data to determine the current level of identify-related
fraud in the scheme

As a result, we have now taken action to reduce the
level of nsk while maintaining the service that we
currently provide for students, and a number of
application process changes were included as part of
the annual change programme in advance of AY
2007/08 or as internal process changes that are being
addressed via the Company’s Fraud Management
Steening Group As part of these changes, an updated
Fraud Management Policy has been approved by the
Company, which sets out our approach to fraud
management In addition, the Customer First
Programme 1s currently considering the appropriate
controls that will need to be in place for the new
centralised Student Finance Service in England, which
will be introduced for AY 2009/10

The final report ansing from the NHS Counter Fraud
study commissioned by the Department of Innovation,
Unwversities & Skills was received in July 2007 This
identified that in addion to the previously reported
information on the prevalence of identity fraud within
the student support scheme relating to loan payments,
there 1s also an 1ssue with regard to fraudulent claims
being made within the Child Care Grant system Based
on the work performed, a fraud rate of 9 5% of Child
Care Grant applications was estimated, which
converted to an estimated ioss of £3 1 milion

In the majorty of these cases the student provided
false or inflated information with regard to the child care
fees that were paid by the student to the child care
provider, ndicating an 1ssue with the over declaration of
costs As a result, we have now taken action to reduce
the level of nsk, and a number of application process
changes have been included as part of the annual
change programme n advance of AY 2008/09

Good progress continues to be made and the
Company has now established the Fraud Management
Steering Group, which is now responsible for
monitorning all actions ansing from the investigations
that were led by the Department of innovation,
Universities and Skills, including planned actions
relating to the Child Care Grant System |n addition,
the Chief Executive now recewves regular reports on
fraud prevention and detection activity from the
Company's Special Investigations Unit

In addition, a final report has now been received from
the Benefit Fraud Inspectorate, who undertook a review
on behalf of the Company to provide us with an
independent assessment of the strengths, weaknesses
and associated level of fraud rnisk ansing from the
evidence types currently accepted by the scheme in
support of financial details submitted as part of an
application for student support




This report on income-refated fraud nsk has raised
some important challenges for the Company, and the
key action arsing from the review 1s a firm commutment
by the Company to undertake a feasibiity exercise
(including a number of pilot exercises and also
benchmarking with other orgarusations) to build on the
knowledge gamed to date and to establish

« The types of addimional evidence that should be
obtained in support of Income-related declarations,

* The means (both sources and methods) by which
this evidence should be obtained and venfied,

* The stage in the process that this evidence should
be obtained and venfied (1 e either as part of the
application process or retrospectively after one or
more instalments have been paid),

« Whether there are additional deterrents or penaltes
{on sponsor and/or applicant) that should be
introduced or apphed to discourage the
understatement of household income

Finally, we have drafted a Fraud Management Strategy,
entitled ‘Tackling Fraud in the Student Support Scheme,
which will set out our fraud prevention, detection and
investigation strategy going forward

Student Support Cverpayments

incorrect payments of student support are being made
to students as a result of late notfications of withdrawal
from students and/or Higher Education Institutions,
resulting 10 payments being made to students who are
not ehgible, having withdrawn from Higher Education

While the Company 15 not responsible for the key
processes that are pertinent to these overpayments
being made, since we do not control the end-to-end
process from apphcation 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 it will be
necessary to clarify the roles and responsibilities of the
Company and its partners in addressing this 1ssue

However, 1t 15 worth highiighting that the inibal stage in
the process 1s for the Higher Education Instititute to
determine the effective date of a student's withdrawal,
for which it 1s dependant to a certain extent on the
student's actions For this reason, there 1s always likely
lo be a residual level of late notificatons in the systemn
that cannot be resolved by the Company and its
partners alone

The Fraud Risk Management Exercise (referred to
above) estimated the value of avoidable loan payments
caused by ‘failure to notfy’ to be 0 28% in AY 2005/06
This figure does not necessanly represent a loss, as
any overpayments are recovered by way of normal
mcome contingent loan repayments In addition to this,
where a loan overpayment is identified, the Company
also takes steps to recover the amount of the
overpayment directly from the student, any amount
recovered in this way is deducted from Higher
Education Instituttons outstanding balance due to be
collected via normal repayment

To assess whether the steps that are now being put in
place have helped to reduce the level of fraud in the
system, 1t I1s currently the mtention to repeat the Fraud
Risk Measurement Exercise using AY 2008/09
application data to determine the current level of late
notifications in the scheme

At present, the Company 1s manually collecting recent
accounts where students have withdrawn from therr
course and they have received more financial support
than they were entitled to We are considering the
development of an automated system (simtlar to Grant
Overpayment)} In the meantime we will continue to
manually 1ssue letters, take calls and issue follow-up
letters where no response has been receved

In addition, the development of Higher Education
Institute services on the portal has been approved and
fully funded by the Customer First Programme This
development will enable the faster processing of
information between Higher Education Instiutions and
the Company resulting in faster iWdentification and
resolution of 1Issues
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Updated figures have been obtained, which have
identified a total value of loan overpayment under the
lifetime of the ncome contingent scheme of
approximately £170 milhion, which will over time be
coilected through normal ICR channels if it 1s not
recovered directly The average UK wide delay between
the student withdrawing and the Company being
notified of the withdrawal has been calculated to be
approximately 145 days Sample work has now been
undertaken on reassessments completed due to a
notification of withdrawal being received by the
Company’s Central Processing Umit in Darlington,
which estimated an average totat delay of 113 days

Of these 113 days, on average 18 days were attributable
to processing time taken at Darlington, with the balance
of 95 days beng due to Higher Education Institutions,
indicating that typically the bulk of the delay 1s
predominantly due to Higher Education Institutions

Proposals will now be made to seek remedies to this
1Issue, which will necessarily involve our Higher
Educaticn Institutions and Local Authority partners,

if they are to be successful in assisting us in reducing
the level of overpayments

Income Contingent Repayment Overpayments

One matter has been included due to the significant
level of public interest Due to the time lag involved in
the distribution of P14 files, all customers who repay
by PAYE wil! overpay, some sigruficantly so, unless the
customer takes the imhative to instigate appropriate
action by using the self-predictor tool and contacting
the Company

This situation 1s an cutcome of the way in which the
Income contingent repayment scheme operates, and
the scale of this 1ssue will grow in future years as more
customers complete the repayment of Higher
Education Institute loans The Company has put in
place arrangements to ensure that when this occurs,
the amount of the overpayment (together with the
associated interest) will be returned promptly to the
customer

From Apnl 2008, a monthly rematch inhiative will be
introduced, this would allow us to more readily identify
the volume of loans affected by this i1ssue

The Company 1s working with the Department of
Innovation, Universities and Skills and H M Revenue
& Customs to mumimise the impact through effective
customer communications that help to explain how the
process works, whilst continuing to explore mitigating
actions

Ralph Seymour-Jackson
30 June 2008

Chief Executive and Accounting Officer




Statement of Directors’ responsibilities
in respect of the Directors’ Report and

Financial Statements

The directors are responsible for preparnng 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 {aw they
have elected to prepare the financial statements in
accordance with UK Accounting Standards and
applicable law (UK Generally Accepted Accounting
Practice)

The financial statements are required by law fo give a
true and fair vew of the state of affairs of the company
and of the result of the company for that penod

In prepanng these financial statements, the directors
are required to

» select suitable accounting policies and then apply
them consistently,

* make judgements and estimates that are reasonable
and prudent,

state whether apphcable UK Accounting Standards
have been followed, subject to any matenal
departures disclosed and explained in the financial
statements, and

prepare the financtal 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 them to ensure that its
financia! statements 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 wrregulanties

The directors are responsible for the maintenance and
integrity of the corporate and financial information
included on the Company’s website Legislation in the
UK govermng the preparation and dissemination of
financial statements may differ from legislation in other
junsdictions

In addition, the then DfES, with the agreement of the
Scottish Executive and, in Northern lreland, the
Department for Employment and Learning, re-
appointed the chief executive as accounting officer
for the Company in July 2003 This re-appointment
continued to place on the chief executive the
responsibility for ensuring the requlanty and propriety
of the public finances as set out in the management
statement accompanying the Company’s financial
memgorandum
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Independent auditors’ report to the
members of the Student Loans Company Limited

We have audited the financial statements of Student
Loans Company Limited for the year ended 31 March
2008 which compnse the Profit and Loss Account,
the Balance Sheet, the Cash Flow Stalement, the
Statement of Total Recognised Gains and Losses and
the related notes These financial statements have
been prepared under the accounting policies set out
theremn

Thus report 1s made solely to the company’s members,
as a body, In accordance with secton 235 of the
Companies Act 1985 and, in respect of the separate
opinien In relation to financial regularity, on terms that
have been agreed Our audit work has been
undertaken so that we might state to the company's
members those matters we are required to state to
them in an auditor’s report and, in respect of the
separate opirwon in relation to financial regulanty, those
matters that we have agreed to state to them in our
report, and for no other purpose To the fullest extent
permitted by law, we do not accept or assume
respensibility to anyone other than the company and
the company’s members as a body, for our audit work,
for this report, or for the opimons we have formed

Respective responsibilites of directors and
auditors

The directors’ responsibilities for prepanng the Annual
Report and the financial statements in accordance with
applicable law and UK Accounting Standards (UK
Generally Accepted Accounting Practice} are set out in
the Statement of Directors’ Responsibikties on page 59

Qur responsibihty 1s to audit the financial statements in
accardance with the relevant legal and regulatery
requirements and International Standards on Auditing
{UK and Ireland)

We 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 1885
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 Dwrectors’ Report includes that specific information
presented in the Management Commentary that s
cross referred from the Business review section of the
Directors’ Report We also report whether in all matenal
respects the expenditure and income have heen
applied to the purposes intended by Parhament and the
financial transactions conform to the authonies which
govern them




In addition we report to you If, In our optnion, the
Company has not kept proper accounting records, If we
have not receved all the information and explanations
we require for our audit, or if nformation specified by
law regarding directors’ remuneration and other
transactions I1s not disclosed

We read the other information contained in the Annual
Report and consider whether it 1s consistent wath 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 Our responsibihties do not
extend to any other information

Basis of audit opinion

We conducted our audtt in accordance with
International Standards on Auditing (UK and Ireland)
Issued by the Audiing Practices Board An audit
includes examination, on a test basis, of evidence
relevant to the amounts, disclosures and regularity of
expenditure and income Included in the financial
statements It also includes an assessment of the
significant eshmates and judgements made by the
directors in the preparation of the financial statements,
and of whether the accounting policies are apprognate
to the Company's circumstances, consistently applied
and adequately disclosed

We planned and performed our audit so as to obtain all
the information and explanations which we considered
necessary n order to provide us with sufficient
evidence to give reasonable assurance that the
financial statements are free from matenal
misstatement, whether caused by fraud or other
rregulanty or error In forming our opinions we also
evaluated the overall adequacy of the presentation of
information in the financial statements

Opinion
in our opiron

* 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 2008 and of its result for the year then
ended,

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

the information given in the Cirectors’ Report is
consistent with the financial statements, and

n all material respects the expenditure and income
have been applied to the purposes intended by
Parframent and the financial transactions conform to
the authorities which govern them

KPME tef

KPMG LLP

Chartered Accountants
Registered Auditor

191 Wesl George Street
Glasgow G2 2LJ

30 June 2008
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Profit and Loss Account
for the year ended 31 March 2008

Note 2008 2007
£000 £000
Turnover 3
Grant-in-Aid 66,252 65,757
Other 2,777 3,072
Administrative expenses {70,295) (75,936)
Operating deficit (1.266) (7107)
Interest recesvable 4 364 327
Finance costs 20 (437) (498)
Notional cost of capital 5 630 608
Result of ordinary activities before taxation
including notional cost of capital (709) (6,670)
Reversal of notional cost of capital 5 (630) (608}
Result of ordinary activities before taxation 6 (1,339) (7278}
Tax on result of ordinary activities 8 1,339 (87)
Result for the financial year 21 - (7,365)

In both years, the Company made n¢ acquistions and had no discontinued operations

Statement of Total Recognised Gains and Losses

2008 2008 2007 2007

£000 £000 £000
Result for the year - {7.365)
Actual return less expected return on
pension scheme assets (2,310) 160
Experience gans and losses on pension
scheme habilittes (5 (70)
Changes in assumptions underlying the
pension scheme liabibties 1,532 1,936
Actuanal (loss)/gain recognised in STRGL 20 (783) 2,026

Total recognised losses for the year {(783) (5,339)




Balance Sheet
at 31 March 2008

Fixed assets
Tangibte 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 liabtlities
Provisions for liabilities and charges

Accruals and deferred income
Deferred capital receipts

Net habilities excluding pension fiability

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

£000

7518

67
2,232
4,686

14,503
(14,503)

2008
£000

6,086

6,086
(7.365)

{6,086)

(7.365)
(11,226)

(18,591)

{18,591)

(18,591)

£000

4,019

261
8,691
3,612

16,583
(16,583)

These financial statements were approved by the Board of Directors on 30 June 2008 and

were signed on its behalf by

Ralph Seymcur-Jackson
Director and Accounting Officer

2007
£000

4,182

4,182
(7,365)

(4,182)

(7.365)
(10,017)

(17.382)

(17.382)

(17,382)
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Cash Flow Statement
for the year ended 31 March 2008

Net cash (outflow) from
operating activities

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

Taxation
Corporation tax paid
Corporation tax repaid

Capital expenditure

Payments to acquire tangible fixed assets
Net cash outflow from capital expenditure
Net cash (outflow) before financing
Financing

Capital funding received from the funding bodies

(Pecrease) In cash In the period
Net funds at 1 Apnil

Net funds at 31 March

Note

18

£000

(2,869)

2008

£000

{6,803)

344

(2,869)

(9,325)

2,869

(6,456)
8,691

2,232

£000

(538)

2007

£000

(9,239)

329

(118)
153

{538)

(9,413)

538

(8,875)
17,566

8,691




Notes (forming part of the financial statements)

1 Statement of loans administered by the Company

Funding for the purpose of making loans to students 15 received by the Company from the Department for
Innovation, Universities and Skills, the Student Awards Agency for Scottand, the Department for Employment
and Learning Northern Ireland and the Department for Children, Education, Lifelong Learning and Skills in the
Welsh Assembly

As at 31 March 2008 the total balance of the loan portfolio administered by the Company on behalf of the
funding bodies and the private sector owners was £26,678,010,000 (2007 £22,311,515,000), which excludes
all non repayable student support

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

{a)in accordance with the terrms of the Company’s financial memorandum any interest earned on funds made
avallable 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 between the Company and the
funding bodtes that the Company i1s hiable to transmit to these bodies only those repayments which are
actually made to the Company As a consequence, the Company 1s not hable for repayments due which
ultimately may not be recovered

Similar contractual terms and conditions apply to the private sector portfolio In respect of sold lpans

2 Accounting policies

The following accounting policies have been applied consistently in dealing with items which are considered
matenal in 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 Innovation, Universities and Skaills,
the Scotiish Ministers, the Depariment of Employment and Learning Northern Irefand, the Department of
Education, Lifelong Learning 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 macde available to 1t by the funding
bodies These financial statements have been prepared on this basis

Turnover

Turnover represents the revenue element of Grant-in-Aid funding recewable from the funding bodies for the
purpose of administering loan funds, administration fees earned by the Company from third parties and
administration and legal charges applied in relation to customers in default A review of legal charges levied 1s
carned out annually and doubiful debts provided where appropriate
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Notes

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

Cormputer and other electromic equipment - over 3 years

In-house computer development - over 5 years

Furmture, fixtures and fitings - over B years

Motor vehicles - over 3 years

Leasehold improvements - over the unexpired period of the lease
Assets under construction -Not applicable

Deferred capital receipts

Funding received from the funding bodies for the purpose of capital expenditure I1s credited to the deferred
capital receipts account and 15 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 penod 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 umit method and discounted at the current rate of return on a high quality corporate bond of
equivalent term and currency to the hability

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

Taxation

The charge to taxation 15 based upon the profits of the year attnbutable to third party admnistration services,
together with interest income received during the year A deferred tax asset 1s recognised to the extent that
carned forward losses are expected to be recovered aganst profits emerging m future accounting penods

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

Departures from Government Financial Reporting Manual
The FReM staies that non-departmental public bodies should account for Grant-in-Aid (GIA) as a movement
in reserves rather than turnover

Although as a non-departmental public body the Company 1s required to comply with the FReM, as a statutory
entity it i1s first and foremost bound by the Companies Act Following discussions with our external auditors, the
Company has concluded that it 1s appropriate to continue to account for GIA as turnover, on the basis that the
GiA received by the Company 1s required n order to carry out a function which its owners have asked 1t to
perform On that basis, the Company constders the GIA to be an exchange transaction and, as such, requires
to 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 arrving at the result of ordinary activiies before taxation, with a subsequent reversal after that kne
Such a treatment 1s inconsistent with the Companies Act and the Company has, therefore, not adopted this
treatment, instead disclosing both the notional cost of capital and its reversal in arrving 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 capitai
are disclosed as supplementary information in Note 24




Notes

3 Turnover
Turnover is analysed as follows

2008 2007

£000 £000

Grant-in-Aid recevable 66,252 65,757
Administration fees recervable from thurd parties 2,110 2,065
Other income 667 1,007
69,029 68,829

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 services located in Darhington for which the Company has
now assumed responsibility, more than offsetting the one-off costs for dilapidations in 2007

Administration fees receivable have increased due to a rnise in the income from Higher Education [nstitutions in
relation to the bursary service as customer numbers have increased by a new academic year intake as the
scheme has entered the second year of operation This has more than offset the continuing declining trend
due to the ageing and profile of the remaining debt sale portfolio

Other income consists mainly of administration and legal charges recovered from third parties in refation to
customers in default This income has fallen due to improvements In preventing customers from entaring
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

2008 2007

£000 £000

Bank interest 352 an
Corporation tax repayment interest 12 16
364 327

5 Notional cost of capital

IIn accordance with the Government Financial Reporting Manual, the Company 1s required to disclose the
notional cost of capital In the year ended 31 March 2008, the cost of such capital, calculated at 3 5% for both
the current and pnor years, the rates determined by the Government Financial Repeorting Manual guidance,
was a credit of £630,000 (2007 £608,000)
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Notes

6 Result of ordinary activities before taxation
(a) This 1s stated after charging or {crediting)

Dilapidations provision

Depreciation

{Gain) / loss on disposal of fixed assets
Amortisation of deferred capitai receipts
Directors’ remuneration (see below)
Auditors’ remuneration, including expenses
Audtt of these financial statements
Other assurance services

Tax services

Operating lease rentals

Land and buldings

Computer and other equipment

2008
£000

965

(965)
266

a9
17
30

1,858
4,41

2007
£000

7.365
1,094
(1,094)
262

45
16
39

1,858
4,033

The audit services charge for 2007 has been restated to include an additional one off fee of £7,000 in respect
of work to agree the new accounting treatment and disclosures following a change in the treatment of grant in
aid funding

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

{b) Directors' remuneration 2008 2007
£000 £000

Fees 25 25
Executive emoluments (including benefits in kind) 224 220
Pension contributions 17 17
266 262

The remuneration of each individual director 1s analysed In the Remuneration Report




Notes

7 Staff numbers and costs i
|
|

The average number of full-tme equwalent employees of the Company (including directors) dunng the year was as
follows

2008 2007
Number of employees 1,270 1,236

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

The aggregate payroll costs of these persons were as follows

2008 2007

£000 £000

Wages and salanes 30,546 29,228
Social secunty costs 2,471 2,261
Pension service costs 2,441 2,726
35.458 34,215
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Notes

8 Tax on result on ordinary activities

2008 2007

£000 £000

Current taxation for the period at the standard rate of 30% (2007 30%) {1,533) (348)
Deferred taxation for the pernod at the standard rate of 30% (2007 30%) 194 (261)
{1,33%9) 87

The current tax charge for the penod consists of a recovery for prior years foliowing agreement with HMRC of
an adjustment in treatment for tax purposes of the costs of a particular function of the work involved in our
third party portfoho administration

Tax 1s chargeable at 30% of the taxable prefits arising on administration fees recewvable from third parties, after
charging the costs associated with the administration of that business, and bank interest This year, that
charge 1s mil due to losses on the administration of one of these contracts

The deferred tax charge represents the impact of a reduchon i the level of taxable losses which are
anticipated to be recoverable in future periods following a review of future profitability

The tax assessed for the penod vanes from the standard rate of corporation tax in the UK {30% n both years}
The differences are explained below

2008 2007
£000 £000
Loss on ordinary activities at standard UK corporation tax rate {402} (2,183)
Effects of
Losses not utihsed in the current period 849 1,241
Adjustment re prior year assessments (2,383) 348
Amounts not subject to corporation tax 403 942

Current taxation charge for the penod (1,533) 348




Notes

9 Tangible fixed assets
Assets
under

construction improvements

Cost £000
At beginming of year -
Additions 1,875
Disposals .
At end of year 1,875

Depreciation

At beginning of year -
Charge for year -
On disposals -

At end of year -

Net book value
At 31 March 2007 1,875

Al 31 March 2006 -

Short Computer  Furniture, Motor Total
leasehoid & other fixtures  vehicles
electronic & fittings
equipment

£000 £000 £000 £000 £000

5.953 10,938 2,390 28 19,309

196 556 242 1 2,869

. - (21) - {21)

6,149 11,494 2,609 29 22,157

2,975 10,666 1,471 15 15,127

413 287 255 9 965

- - (21} - (21)

3,388 10,953 1,705 24 18,071

2,761 541 904 5 6,086

2,978 272 919 13 4,182

Assets under construction represent ongoing works In relation to new office premises at Lingfield Point in
Darlington which became operational in May 2008

In the opimicn of the directors there 1s no matenal difference between the net book values disclosed above

and therr fair value

10 Debtors

Customer administration charges
Balances with Central Government Bodies
Corporation tax

Other debtors

2008
£000

3,146
1,737
1,600
1,035

7518

2007
£000

3,422

67
530

4,019
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Notes

The balances with central government bodies represents the timing difference ansing on the recognition of
expenses In the Profit and Loss Account and the drawdown of Grant-in-Aid or repayment of admirustration
charges to pay those expenses in 2007 this balance was reflected in creditors

The corporation tax debtor represents repayments due as a result of rewisions to prior year compulations as
detailed 1n note 8 above

Other debtors principally comprise the sums due from higher education inshtutions for the bursary
administration service which are higher this year due to an additional academic year's students becoming
eligible for the scheme

11 Deferred Tax

2008 2007
£000 £000
Deferred tax asset 67 261

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

12 Cash at bank and in hand

2008 2007
£000 £000

Cash held in
Commercial bank accounts 2,228 7.690
HM Paymaster General Office accounts 4 1,001
2,232 8,691




Notes

13 Creditors. amounts fatling due within one year

2008

£000

Balances with central government bodies -
Trade creditors 6,146
Other taxation and social secunty 1,760
Accruals and deferred income 6,597
14,503

As per note 10, the balances with central government bodies is reported as a debtor 1n 2008

2007
£000
6,445
2,434
2,745
4,959

16,583

Trade creditors have increased this year due to outstanding payments for capital works in relation to the

creation of the new Darlington operation at the year end

14 Provisions for habilities and charges

2008
Dilapidations provision £000
At 1 Apnl (7,365)
Charged to profit and loss account -
At 31 March (7,365)

2007
£000

(7.365)

(7.365)

The provision for dilapidations represents the potenttal cost to the company of the dilapidations clauses
included inits property leases The provision has been made on the basis of the best estmate using

independent professional assessments
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Notes

15 Deferred capital receipts

2008 2007

£000 £000
At 1 Apnl 4,182 4,738
Receivable for the year 2,869 538
Credited to profit and loss account {965) (1,094)
Al 31 March 6,086 4,182
16 Called up equity share capital

2008 2007

£ £

Authonsed
100 ordinary shares of £1 each 100 100
Allotted, called up and fully paid
10 ordinary shares of £1 each 10 10
17 Movement in shareholders’ funds

2008 2007

£000 £000
Shareholders funds at 1 April (17,382) {10,701)
Movement in year {1,209) (6,681)
Shareholders funds at 31 March (18,591) (17,382)

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

The analysis of thrs movement i1s detailed in Note 21



Notes

18 Cash flows
Reconciliation of result on ordinary activiies before taxation and interest receivable to net cash (outftow)/
inflow from operating activities

2008 2007

£000 £000

Operating deficit (1,266) (7107)
Depreciation 965 1,094
Amortisation of deferred capital receipts (965} (1,094)
(1,266} (7107)

Increase in debtors, excluding interest recewvable {3,458) (846}
{Decrease)increase in creditors (2,079) 4,439
Increase in provisions - 7,365
Net cash (outflow)/inflow from adrministration activities {6,803) 3,851
Funds transferred as accounts now designated in trust for other parties - (13,090)
Net cash {outflow) from operating activities (6,803) {9,239)

The bank accounts used for the handling of the student support payments 1o customers were designated in
trust for the funding bodies 1in 2007 As a result, the balances held in relation fo those bank accounts at

1 April 2006 are shown as a cash outflow 1n the above note, and there ara no current year transactions in
relation to these bank accounts
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Notes

19 Financial commitments
The Company had annual commitments under non-cancellable operating leases as set out below

Land and buildings Other
2008 2007 2008 2007
£000 £000 £000 £000
Operating leases which expire
Within one year 68 - 2,392 1,048
In the second to fifth years mclusive 26 94 2,017 2,985
In over five years 2,669 1,765 - -
2,763 1,859 4,409 4,033

The operating leases in respect of the land and bulldings are guaranteed by the Secretary of State for
Innovation, Universities and Skills

At 31 March 2008 the Company had placed contracts for the purchase of fixed assets totaltng £885,000
(2007 £20,000)

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 deterrmined by a qualhfied actuary
on the basis of tnenmial valuations The current rate of employer contributions 1s 15 6% of pensionable
remuneration

The foltowing 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
tnenmal actuanal valuation carned out at 5 November 2005 and updated to 31 March 2008 by a qualfied
independent actuary

The major assumpbons used by the actuary were {in nominal terms)

2008 2007 2006
Rate of increase In salanes 50% 4 6% 45%
Rate of increase of pensions in payment (5% fixed) 50% 50% 50%
Rate of increase of pensions in payment (LPI) ** 35% 31% 30%
Rate of increase of pensions in deferment 35% 31% 30%
Discount rate 56% 52% 49%
Inflation assumption 35% 31% 3 0%

** with effect from 6 May 2004 the rate of increase of pensions in payment was amended from a fixed 5% to
a limited price index rate capped at a maximum of 5%, applying to service occurring after that date




Notes

The assets in the scheme and the expected rate of return were
2008 2008 2007 2007 2006 2006

£000 £000 £000

Equities 6 00% 13,388 6 20% 13,856 5 80% 11,016
Bonds 4 20% 5,668 350% 3,415 310% 2,642
Cash 375% 308 375% 243 3 00% 425
Total market value of assets 19,364 17514 14,083
Actuanal value of liability 30,590 (27531} (24,784)
Recoverable deficit in the scheme (11,226) (10,017} {10,701)
Related deferred tax asset - - -
(10,701)

Net pension lability (11,226}

(10,017)

Detenorating stock market conditions resulted in the actual return on assets being lower than that which was
expected The actual return on assets was a defcit of £1,235,000(2007 surplus £958,000} against an
expected return on assets of £1,075,000 (2007 £798,000), giving rise to an actuanal loss of £2,310,000
(2007 gam of £160,000 ) Market conthbons have led to an increase in the assumed discount rate apphed o
future habilities from 5 2% at 31 March 2007 to 5 6% at 31 March 2008 The discount rate used takes into
account the age profile of the pension scheme Taken together with other less significant changes in actuanal
assumptions, this has resulted in an actuarial gain due to changes in assumptions underlying the pension

scheme liabilities of £1,532,000 (2007 £1,936,000)

Analysis of the amount charged to operating profit

2008 2007

£000 £000
Current service cost 2,441 2,605
Past service cost - 121
Total operating charge 2,441 2,726
Analysis of net (cost) on pension scheme

2008 2007

£000 £000
Expected return on pension scheme assets 1,075 798
Interest on pension liabilities {1,512) (1,296}
Net (cost) (437) {498)
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Notes

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

History of experience gans and losses

2008
£000 %

Difference between expected and (2,310) (12}
actual return on scheme assets

o

Experience gains and losses on (5)
scheme labilities

Total amount recognised in statement  (783) (3}
of total recognised gains and losses

2007

£000 %
160 1
(70) 0

2026 7

2006
£000 %
1,785 13
(1,461) (6}

(5,727) (23)

The % columns in the above table refer to the % of scheme assets / habilities

Movement in deficit during the year

Deficit In scheme at beginrung of year
Movement in year

Current service cost

Contributions

Past service costs

Net return on assets/(interest cost)

Actuanial gain / (loss) anising from change in assumptions

Other actuaral (loss) / gain

Deficit in scheme at end of year

2008
£000

(10,017)

(2,441)
2,452
(437)
1,532

(2,315)

{11,226)

2005 2004
£000 % £000 %
320 3 945 13
(3 0 147 1
(138} (1) 890 7

2007
£000

(10,701)

(2,605)
1,882
(121)
(498)
1,836
90

(10,017)




Notes

21 Reserves

Profit and Loss Reserve 2008 2007
£000 £000

Al 1 April (17,382) {10,701)

Result for the year - (7.365)

Movement in pension hability {1,209) 684

At 31 March (18,591) (17,382)

The movement in pension liability has been reflected in either the Profit and Loss Account or the Statement of
Total Recognised Gains and Losses as required by FRS17 Retirement Benefits The analysis of the annual
movement 1s detalled in the movement in deficit dunng the year in Note 20

22 Controlling parties
The Company 15 wholly owned by the Secretary of State for Inngvation, Universihies and Skills and the
Secretary of State for Scotland

23 Related party transactions

Student Loans Company Limited 15 & Non Departmental Public Body (‘NDPB'} which i1s funded by the bodies
detalled in Note 1 Those funding bodies are therefore regarded as related parties

During the year, the Company has had varnous matenal transactions with the above departments Grant in aid
funding 15 detailed in notes 3 and 13 Grant funding 15 not covered in these accounts since the bank accounts
became designated in trust for the funding bodies

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 available to other students

During the year, as part of its corporate social responsibility activities, the Company had transactions to the
value of £6,000 with Pilothght Scotland, whose Chief Executive 15 one of our non-executive directors, Angela
McCusker

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-Aild and notional cost of capital The following
supplementary disclosure presents an Income and Expenditure Statement and Balance Sheet prepared in
accordance with the FReM requirements All Grant-in-Aid for capital expenditure I1s treated as specific This will
be reviewed going forward for IFRS

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

Supplementary income and expenditure account

for the year ended 31 March 2008

Note
Income
Income from all sources a
Expenditure
Administrative expenses
Net expenditure before interest and taxation
Interest recevable 4
Pension scheme finance costs 20
Notional cost of capital 5
Tax on result of ordinary activities 8
Net operating cost b

Statement of recognised gains and losses

Actual return less expected return on pension scheme assets
Experience gains and losses on pension scheme liabilities
Changes n assumptions underlying the pension scheme liabilities

Actuarial {loss)/gain recognised in STRGL 20

Recognised (loss)/gamn for the year

There 1s no change to the Cash flow statement disclosed on page 64

2008
£000

2,777

(70,295)

(67,518)

364
(437)
630
1,339

(65,622)

2008
£000

(2,310)

(5)
1,532

(783)

(783)

2007
£000

3,072

(75,936}

(72.864)

327
(498)
608
(87}

(72,514)

2007
£000

160
(70)
1,936

2,026

2,026



Notes

Supplementary balance sheet

at 31 March 2008

Note
Fixed assets
Tangble assels 9
Current assets
Debtors 10
Deferred tax "
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 labilities
Provisions for habilities and charges 14
Accruals and deferred income
Deferred capital receipts 15
Net liabilities excluding pension liability
Pension liakility 20
Capital and reserves
Called up share capital 16
General Reserve b
Total shareholders’ funds - equity 17

£000

7518

67
2,232
4,686

14,503

{14,503)

2008
£000

6,086

6,086
(7365)

{6,086)

(7.365)
(11,226)

{18,591)

(18,591)

(18,591)

2007

£000 £000

4,182
4,019
261
8,691
3,612
16,583
(16,583)

4,182

(7,368)

(4,182)

(7.365)

(10,017)

(17,382)

{17,382)

(17,382)
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Notes

a) Income from all sources

2008 2007
£000 £000
Administration fees receivable from third parties 2,100 2,065
Other income 667 1,007
2,777 3,072

Administration fees receivable have increased due to a nise in the income from Higher Education Institutions
In relation to the bursary service as customer numbers have increased by a new academic year intake as the
scheme has enlered the second year of operatton This has more than offset the continuing declining trend
due to the ageing and profile of the remaining debt sale portfolio

Other income consists mainly of admmistration and legal charges recovered from third parties in relation to
customers in default This iIncome has fallen due to iImprovements 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

b) Reserves

General Reserve 2008 2007

£000 £000
At 1 April (17,382) (10,701)
Grant in aid 66,252 65,757
Net operating cost {65,622) (72,514}
Reversal of notional cost of capital (630) (608)
Movement in pension hability (1,209) 684
Al 31 March (18,591) (17.382)



Notes

c} Cash flows

Although there 1s no change on the face of the Cash flow statement shown on page 64, the underlying
compenents of the Net cash (outflow) from operating activities disclosed in that statement have changed

The following note restates Note 18 (page 75) on a FReM basis

Reconcihation of result of ordinary activities before taxation and interest receivable to net cash (outflow) from

operating activities

Income from all sources
Administrative expenses

Operating deficit

Grant in aid taken direct to generai reserve
Depreciation

Amortisation of deferred capital receipts

Increase 1n debtors, excluding interest receivable
Decrease In creditors
Increase / (decrease) in provisions

Net cash inflow from admmistration activihes
Funds transferred as accounts now designated n trust for other parties

Net cash (outflow) from operating activities

2008
£000

2,777
(70,295)

{67,518)
66,252
965
(965)

(1,266)

(3,458)
(2,079)

(6,803)

(6,803)

2007
£000

3,072
(75.936)

(72.864)
65,757
1,094
(1,094)

(7107}

(846)
4,439
7,365

3,851
(13,090}

(9,239}

The bank accounts used for the handling of the student support payments to customers were designated
in trust for the funding bodies in 2007 As a result, the balances held in relation to those bank accounts at
1 Apnl 2006 are shown as a cash outflow in the above note and there are no current year transactions in

relation to these bank accounts
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Independent Assessor’s Statement

As required by my Terms of Reference, | am pleased to
report on my activities during the period 1 Apnl 2007
until 31 March 2008 | 1ssued hiteen Reports durning the
year Of the fifteen reports in question, two related to
complainants with income contingent repayment (ICR)
loans, one complatnant has both ICR and mortgage-
style loans, one related to repayment of a teacher’s
loan, one related to a grant, and the remaining ten have
mortgage-style loans

The first of the ICR cases centred around the delay in
the borrower's repayments being credited to his loan
account and the consequental lack of an up-to-date
statement of the account There were other related
1ssues | did not find for the complainant in respect

of the major elements of the complaint but | did

find for the complainant on two ancillary points

| recommended that the Company make a payment
of £100 and repeat its apologies to the complainant

The second of the ICR cases revolved about a
disputed sum which the borrower claimed had already
been repaid but which the Company held to remain
outstanding | could find no evidence to support the
complainant’s position and | did not find for her

I made no recommendations in this case

The case of the complainant with both mortgage-style
and ICR loans led me to find for the complamnant on
several 1ssues although | also rejected several other
aspects of the complamnt in the hight of my vanous
cntical findings | concluded that there had been
maladmenistration | recommended payment of £500 to
the complainant

This case was noteworthy because, in an earher
report of 2005, | had previously recommended that the
Company’s senior management review its approach to
communications with borrowers who reside at a very
great distance from Glasgow | concluded that the fruits
of that review had no impact on the very poor
expernience of the current compiainant which led me

to a stronger view on the maladministration | am,
however, pleased to note the positive actions since
taken in this regard and anising from this 2007 report

The repayment of teachers loans case was closely
related to the ICR system and contained ten strands

| did not find for the complainant in the major aspects
of the complaint but | did find fault with the Company’s
responses dunng the internal process —1 & bothn
content and 1 timescale | recommended that £150
be paid to the complainant

The fifth case featured in this report arose from an
overpayment of grant for which the Company was
seeking repayment Due to an IT system fault at the
Company, a letter advising the complamant was sent
out almost a year later than it should have been The
compiaint contained several refated features { found
that the complainant had suffered a level of financial
disadvantage and | also criicised the Company on a
number of points My main recommendations were a
payment of £350 but that the borrower repay the
remaining oulstanding amount




| now move on to the mortgage-style cases The first

of those cases centred on disputed arrears that the
complainant wished to bave reincorporated into the
balance of the deferred loan There were also many
other '‘questions’ and related issues | did not fing for
the eomplainant and | recommended that the Company
pursue payment of the arrears

Disagreement about the status of a payment received
{1 & loan or grant) was the cause of the second of the
mortgage-style complaints | did not find for the
complainant and | recommended that the Company
pursue repayment of the outstanding totai of the loan

The third of the mortgage-style cases concerned an
allegation that the Company ‘lost’ a supporting letter of
income from employment needed for the deferment
process and, due to consequent delays, the related
accrual of disputed account arrears Other Issues were
also raised | did not find for the complainant and
recommended that the Company pursue the arrears

In the fourth mortgage-styte complaint the core 1ssues
were about a penod of disputed non-deferment and the
borrower's subsequent ‘in default’ status and inehgibiity
for further loans There were many other related i1ssues
| found for the Company on the matter of the non-
deferment and also over the defaulter status | made
no findings 1n favour of the complainant and my sole
recommendation was that the Company pursue the
account arrears

There were many i1ssues raised In the fiith mortgage-
style case but the two central issues were about the
Company's inability to defer a loan that had passed
its matunty date and that, because of the outstanding
unpaid lean, the borrower was unable to apply for
further loan or grant support | did not find in favour
of the barrower on these matters but did cnticise the
Company on one minor point and recommended
payment of £25 | also recommended that the debt
be pursued

The sixth mortgage-style complaint arose because, in
error, the Company had sent the borrower a ‘repaid in
full’ letter when there was, in fact, a large outstanding
amount This ied to a dispute about the outstanding
loan Although | found for the Company on the matter
of the outstanding loan still due for repayment,

t did criticise the Company on grounds of very poor
administration | recommended an award of £125 to
the complainant but that the arrears be pursued

The seventh in this tranche of cases had as a major
feature the borrower's contention that his outstanding
loan should have been written off when he reached the
age of fity years and, further, that each of tis annual
academic year loans were separate loans which should
have been considered for write off in the context of the
date on which each was appled for The borrower also
complained that the Company had discnminated
agamnst him on grounds of race, disability, sex and age
He alleged forgery, breach of data protection and
abuse of his human rights by the Company There were
also other complaints | found for the complainant on
one administrative 1ssue and | recommended that he
recewve a payment of £50  found in favour of the
Company on the major issues | also concluded that
some aspects of the case did not fall within my formal
competence
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The eighth mortgage-style case was concerned with
disputed unpaid arrears arising from a lack of
deferment which was itself disputed This led on to

the barrower, now an a new course, being unable to
receive tuition-fee support As my report was reaching
conclusion, the Company advised me that, under the
provisions of a recent ‘pilot’ for vulnerable customers,
the borrower would now qualfy for a new approach

In essence, the actions to be implemented weuld bring
the account up to date, remove the arrears and aliow
the borrower to apply for additional funding | welcomed
that revised stance by the Company and also
welcomed the ‘milot’ for vulnerable customers
Nevertheless, | noted that the borrower had suffered
the effects of those developments not being in place
In 2005/06 and 2006/07 His circumstances had not
changed but the Company’s stance had changed

| also enticised the Company over repeated inacton

in respect of certain tems of correspondence

I recommended a payment of £300 to the complainant

A dispute regarding an amount overdue and the status
of an arrangement with the Company's agent were the
central features of the minth mortgage-style complaint
I did find in favour of the complainant in respect of the
disputed payment and also on one other matter

| recommended a payment of £100 and aiso that the
complainant be permitted to pay off the outstanding
amount by continuing with her existing monthly
payments

The final mortgage-style case dealt with a senes of
monthly payments erroneously being credited to the
borrower’s account and leading to the account
appeanng to have been repaid in fuli when that,

in reality, was not the case The complaint included
many other aspects relating to the complaints process,
alleged admimistrative errors, weaknesses in the
Company’s control environment, etc , etc | did not find
for the complainant in respect of the core complaints
but | did find for him on certain other matters

| recommended a payment of £125 and that the
Company repeat its earlier offer of a monthly rate

for repayment of the oulstanding loan | aiso
recommended that the Company review the position
in respect of the running of reports that identify credit
balances

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

Yours sincerely
Nk D, < o
o

Mr M Wilkinson
Independent Assessor
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