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CHAIRMAN'S STATEMENT

The environment within which the

Student Loans Company operates is being
transformed Changes to further and higher
education funding models have ensured
that the past year has been anything but
‘business as usual’. The challenge has been
to not only develop strategies, capabilities
and capacity that prepare us for change,
but to do thus whilst striving to deliver

a continually improving service to our
customers within the constraints of our
current systems and regulations.

Whilst the factors that influence us are shifting,
our fundamental misston remamns the same

to provide the financial support that customers
need to access further and higher education

The Student Loans Company could not, and
should not, aim to deliver all that 1s demanded
of it alone We have been building and
strengthening relationships with stakeholders,
including the Devolved Administrations, the
Department for Business, Innovation and Skills
(BIS), further and higher education institutions
and our customers. Combining this with greater
use of public and pnvate sector expertise, we
are creating a company that has the intelligencs,
agility and resilience to adjust rapidly to
changing circumstances and tigher demand
for our services.
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Externally dnven structural change is just

one side of the com and we have been using
the cpportunities it presents to further refine
and improve what we provide Alongside our
preparations for a new funding model, we have
improved customer services by, for example,
improving access to, and the delivery of,
information, and making the end to end process
more accessible and relevant

There 1s much more to do to meet our own
exacting standards and those demanded of us
as a cntical organisation in the context of the
Government’s HE and FE reforms Financing
higher education will again be in a different
place as | wnte my statement for the 2012-13
Annual Report In the coming year, the needs
of the Devolved Administrations are hkely to
diversify further, the technologies open to us
and our customers will evolve, and a number of
other demands will impact upon us This I1s what
makes our work so important and so exciting

We can be proud of the past year and confident
about our future The efforts of our staff are
paramount In delivering what 1s expected of us

| would ke to take this opportunity, on behalf of
the Board, to thank each and every one of them.

| would also like to thank our CEQ, Ed Lester and

our executive leadership team They have been
both building the future and delivenng today

— and in that endeavour will create a far more
robust and flexible organisation.

Whiist the phrase, “we have achieved much, but
still have much to do” may appear cliched, 1t 1s
true for us all at the Student Loans Company.
This year has thrown up many challenges, and
by tackling them head on, we will continue to
improve in 2012-13

-

Ed Smith
Nen-executive Chairman,
Student Loans Company
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CHIEF EXECUTIVE'S FOREWORD

Statistics alone cannot tell the whole story

of the Student Loans Company in 2011-12,

but they are an important part of the narrative.
We paid out more than £8 billion in loans,
grants and turtion fees to colleges, universities
and 1.32 million students, and recorded
collections of £1.6 billon in repayments.

In the process we dealt with well over 1.5
milhon individual pieces of customer mail,

By any objective measure, these are large
numbers, but as Government and the varying
pohcies of the Devolved Admunistrations make
themselves felt, they are set to become even
larger. Our customer base grew by 300,000

in 2011-12 — to reach a total of 3 2 million
customers in repayment

In the past year we have been aligning our
business capabilities to our new remit This has
been no small task. Our IT department 1s a very
different organisation from that of just 12 months
ago. The management team has commenced
the renewal of our infrastructure, systems and
processes to start creating an entity that can
manage the changes we anticipate — such as
an expansion in numbers and more complex
repayment mechanisms — whilst being even more
flexible and agile to deal with any unforeseen
challenges that may face us in the future

Refrashing our internal systems 1s helping us

to introduce improvements to our external
services. This year has seen improved customer
communications with additional functionality for
our website, new knowledge management, adviser
quality contrel and automated call systems which
are all helping to deliver even more efficient and
effective access that our customers have every
rnght to expect

In buitding a sophisticated customer focused
organisation, we are also acutely aware that we
must deliver value for money We are making
investments in counter-fraud with an expanded
Special Investigation Unit, additional tools that
reduce the scope for fraudulent activities, and by
becoming members of specialist bodies that are
focused on shanng information to defeat on and
offine cniminals Efforts in this area are paying
dividends, with losses incurred by our customers
from phishing scams falling significantly It i1s just
one of the ways we are working to ensure that
every penny of public iInvestment goes to those
who need it most

Finally, | would like to echo the Charrman’s praise
of our employees and their tireless efforts over the
past year They have been the dnving force behind
a year of progress, and in understanding that we
should always strive to do better and continue

to deliver improvements to our customers

On a personal note, | have thoroughly enjoyed

the opportunity to work with our stakeholders,

the Main Board and everyone working within the
organisation this year to create a solid and stable
foundation for us to provide an even better service
in the forthcorning year.

v

Ed Lester
Chief Executive, Student Loans Company
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MANAGEMENT COMMENTARY

Key achievements in 2011-12:

* In 2011-12 we supported around 1.32 million students {1.25 million in higher educationj,
up from 1.26 million (1.19 million in higher education) in 2010-11

* We paid £5.6 billion in maintenance loans and grants
* We paid £3.1 billion in tuition fees direct to universities and colleges
* We recorded collections of £1.6 billion from around 1.7 million customers

« Even at our busiest times we met targets to answer calls and overall throughout the year
92 per cent were answered

» We re-launched the Student Loans Company website. with improved functionality to help
customers access the information and services they need

* We have realigned the business io take into account significant changes to Higher and
Further Education funding in 20712-13

Key Challenges for 2012-13

* Implement the strategies, systems and processes developed in the past year 1o integrate
changes to Further and Higher Education funding successfully

+ Provide a seamless crossover from the old and new funding models for students in England
and Wales, coping with higher demand and more diversified products

» Continue to develop and streamline systems that simplify the student loans process. both for
our customers and ourselves, to deliver high levels of service quality and value for money
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PURPOSE AND PERFORMANCE

About the Student Loans Company

The Student Loans Company was set up in 1989 and 1s owned by BIS and the Secretary
of State far Scotland. We are a non-profrt, public sector orgamsation that employs more
than 1,920 people across four sites in the UK Since 1996 we have been classified as an

executive non-departmental public body.

What we do

* Determine and assess eligibidity and
entittement to grants and loans for students
and potential students in England and EU
residents intending to study in England,
Northern Ireland or Wales.

* Pay grants to eligible students from England,
Northern Ireland and Wales and loans to
eligible students from across the UK.

Pay tuition fees to unwversities and colleges.

Work with HMRC to collect repayments for
income contingent repayment loans

* Manage the direct collection of payment for
mortgage style loans (loans available before
1998).

* Carry out specific tasks for Devolved
Administrations, such as payment of
Educational Maintenance Allowances
in Northern Ireland and Wales for those
continuing past their compulsory schooling,
unti they go to university or college.

* Manage the Higher Education Bursary and
Scholarship Scheme (HEBSS) which last year
supported 150 higher education institutions
(HEls}) in England and Northern lreland,
allowing students to apply for and receive
bursanes alongside their statutory student
support entitlement

» Administer the Welsh Bursary Scheme which
last year supported 18 HEls in Wales, allowing
students to be assessed for and recewve
bursanes alongside therr statutory student
support entitlement.

We work in partnership with the four UK
Government admirustrations, with local
authonties in Wales, the Education and Library
Boards in Northern Ireland and the Student
Awards Agsency for Scotland (SAAS) We work
closely with colleges and universities, with the
Universities and Colleges Admissions Service
(UCAS) and with Her Majesty’s Revenue and
Customs (HMRC)
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OPERATING ENVIRONMENT

Key points:
+ Demand for student finance continues to grow

¢ Government decisions on policy have a
significant iImpact on our organisation

* We are constantly working to improve
assessment, payment and collections

Social, Political and Economic
Environment

To ensure we deliver on our core business of
provtding student finance support, the Student
Loans Company has to take into account the
circumstances in which we are operating,
including social and economic factors The
policies of the four UK political administrations
also have an impact on what we do and how we
do it. For example, the decision by Government
to allow urwversities in England to raise their fees
has had an effect en the amount of money which
students borrow

Demand for Higher Education

In Academic Year {AY) 2011/12, the Student
Loans Company received 1 34 million higher
education student finance applications,
compared to 1,31 million in AY 2010/11

Last year we saw a small increase in demand
for our services, conststent with the trend for
the number of people applying to go to college
or university, In April 2012, UCAS reported that
it had received 587,687 applications (excluding
non EU students who are generally not entitled
to student support), down 54,166 (or 9 2 per
cent) on the previous year Hence, demand
looks likely to decrease this year for full time
study, although this will be more than offset by
the introduction of loans for part time higher
education study in England

Student Finance across the UK

We provide the following student finance
services across the UK-

Student Finance England

Student Finance England assesses students’
eligibihity for loans and grants and provides
finance for customers in England. Student
customers are able to manage their student
finance account online and can find out what
bursaries may be available at therr university
or college We work with partners to provide
high quality information and guidance for all
customars, with more personabised support
available for those who need #

Student Finance Wales

Our bikngual customer service centre In
Colwyn Bay works with the Welsh Government
Department for Education and Skills and with
locatl authonties in providing financial support
to eligible students from Wales We provide
the student finance administration systems,
informaticn and guidance while making
payments to students and HEls.

Further education in Wales

in AY 2011/12 we worked effectively with
schools and colleges to assess students and
make payments in respect of the Education
Maintenance Allowance, the Assembly
Learring Grant for Further Education product
and Pathways to Apprenticeship in Wales
The Further Education administration service
was successfully developed and delivered,
achieving our service levels and implementing
customer service enhancements and Welsh
Government policy requirements
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Student Finance ni

Cur customer service centre in Glasgow warks
with the Department for Employmenit and
Learning and with Local Education and Library
boards in providing financial support for eligible
students in Northern Ireland. We prowide the
student finance admrnistration systems and
publicity and make payments to students and
HEIs We continue to work with partners in
Northern Ireland to support customers and

to assist the Northern Ireland Assembly with
their ams of ensunng that student finance I1s
made available for students to continue In
their education.

Further education in Northern Ireland

In AY 2011/12, we worked effectively with
schools and colleges to assess students and
make payments in respect of the Education
Maintenance Allowance in Northern Ireland
The Further Education administration service
was successfully developed and delivered the
Education Maintenance Allowance in Northern
ireland in line with Northern Ireland Assembly
policy requirements.

Student Awards Agency for Scotland

Student Awards Agency for Scotland (SAAS) 1s
an executive agency of the Scottish Government,
respansible for the admunistration and
assessment of higher education student support
in Scotland and the payment of tution fees and
bursanes. We work closely with SAAS and make
loan payments to students who are eligible for
support We are committed o developing and
improving, with SAAS, the service for our shared
customers and stakeholders in Scotland.




Examples of the products and services we
provide are

England, Northern Ireland and Wales

Main support for full-time students:

we pay leans and grants for maintenance
support, some of which may depend on
people’s individual circumstances. We also
administer a number of supplementary grants

Tuition fees: we provide loans and in some
cases grants for tution fees, paying the money
directly to universities and colleges on behalf
of students who apply for this support

Dependants’ grants for full-time students:
special grants and allowances may be
availlable for full-time students who have
dependants of any age and need help with
extra costs while they are studying. These
are the Adult Dependants’ Grant, the Parents’
Learning Allowance and the Chidcare Grant

Travel Grant. we pay grants to help cover the
cost of travel for people studying abroad and

also for people on chnical training for medical
or dentistry courses

Disabled students’ allowance: we pay
disability allowances for eligible students,
whether they are full-time, part-time or
postgraduate.

Support for part-time students: from
September 2012 we will pay tuition fee loans
for students who begin their course from
September 2012 For students who start a
course pnor to September 2012, we pay grants
to help part-time students with their tuition fees
and course costs, these depend on household
ncome
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* Support for postgraduate students:

we fund eligible students for full-time, part-tme
and flexible post graduate courses leading to
certain teaching qualfications.

Bursaries and scholarships: we administer
bursaries and scholarships on behalf of over
175 universities and colleges across England,
Northern Ireland and Wales through the
Bursanes Administration Service. This includes
assessment and payment of awards to
students on behalf of each university/college

Scotland
* Mamn support for full-time students:

SAAS assesses students and pays grants to
those who are eligible. We pay maintenance
lcans as identified in the assessment camed
out by SAAS.

Further Education —
Northern Ireland and Wales

* Support for school pupils and college

students: we administer the Education
Maintenance Allowance {payments made to
eligible people who stay in education beyond
the age of 16 and up to the age of 19) In

Wales and Northern Ireland. We also pay the
Assembly Learning Grant for Further Education
to eligible mature further education students,
aged 19 or over, in colleges 1n Wales

European Union
* Students from the European Union (EU):

generally these students studying in the UK are
not eligible for general maintenance or

any other more specific statutory support.

We do, however, generally pay loans for

tutton fees to students from EU countnies,
These are repayable once the person has left
higher education
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CUSTOMER SERVICE

The year 2011-12 has continued to present
challenges in terms of increasing customer
demand, but it1s one that we have risen to with
systems and processes that provide good levels
of service to our customers

Staffing levels have been carefully planned to
ensure that the maxmum number of advisers

1S avaiiable at peak times to meet customer
demand This has seen 390 employees available
during low intensity penods, nsing to 930 durning
times of high intensity activity This i1s up from the
maximum 2010-11 peak figure of 818

To ensure that we_have this flexible staffing
avallable when we and our customers need it,
we have introduced new outsourced contracts
for external providers. These are also proving
effective in delivering substantial improvements
in the quality of service that we provide

This 1s working well, with the numbers of

calls answered coming In above our targets —
overall in 2011-12, we have answered 92 per
cent of the calls made to our contact centres,
agamnst a target of 90 per cent This reflects a
consistent service with most customers reaching
an advisor the first time they call us

The level of service we offer to customers 1s as
important to us as the volume of enquines we
handle

* In 2011-12 we introduced a new knowledge
management solution that helps our advisers
to find the infermation they need to answer
enguiries quickly and efficiently. The system
1s also used to identify areas that are
causing confusion, allowing us to amend
the information we provide pro-actively It
means that our advisers are more effective,
calls are dealt with efficiently and customers
consistently get the information they need

* In addition to this, we have introduced
centralised Quality Management Teams Their
role 1s to oversee and manage the quality of
service delivered by individual advisers and
suppoit them to provide better services

Work continues to simphfy and streamiine
contact mechanisms Using a range of contact
management solutions we are speeding up the
automated phone system and putting systems
in place to allow us to accept email in the
future

¢ Induction traiming for advisers has been
enhanced and now takes four weeks to ensure
high levels of knowledge and customer-focus

Social media 1s increasingly important to our
customers and so it 1s iIncreasingly important
to us. We continue to expand services using
channels such as Facebook and Twiter

“Quality of advice remamns our focus and
we will continue to refine and Mmprove
our services. Ultimately it 1s a virtuous
circle because, by making it an easier
process for our customers, we make it

a more efficient process for the Student
Loans Company.”

David Thomson,
Head of Customer Contact




Student Finance England Application
Processing

in 2011-12 we have been further refimng and
improving our apphcation processing systems
to deliver ever-better services to custormners—
whilst coping with hugh ongeoing levels

of demand.

In terms of volume, we dealt with over 1 5 million
separate pieces of mail in calendar year 2011
and 60,000 pieces of mail a week dunng peak
penods — over 21,000 letters were received in
one day alone in June, We have received 99,000
UK birth certificates and an additicnal 46,000
other forms of identity documentation from
non-UK nationals.

Work to improve our customers’ expensnce
has included

* Flexible staffing and improved training that
delivers mare people on the ground at peak
pencds to reduce bottlenecks in processing.

¢ Enhancements for customers such as disabled
students, with applications now processed
within 10 days

e Working with the Immugration and Passport
Service, electronic checks of UK nationals
mean that identity can be established without
the need to send the passport itself —
speeding up and simplifying this cntical part of
the process for 85 per cent of our customers
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* Partnership with HMRC introduced in March
2011 that delivers, for example, a much
improved service for means-tested students.
An electronic link to establish household
income shifts the burden of proof away from
the sponsor, with information checked at
source. Now, 76 per cent of sponsors no
longer have to provide proof of the stated
income amount, and the time taken to make
these checks has fallen from four weeks to a
single day

The move towards more automated systems

In 2011-12 will continue in 2012-13, with the

aim of reducing the number of documents and
interactions we need from our customers and the
amount of paper that we have to deal with

“Whilst the numbers of applications

we deal with are high and throughput
important, it I1s the experience of
indiidual customers that has driven
improvements in 2011-12, Qur definihion
of success Is achieving a balance
between automated efficiency and
personal service to ease customers
through the process, whilst maintaining
the highest levels of accuracy ”

Mark Cassidy,
Head of Processing

11
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Customer Communication

At a time of unprecedented change to the
financing of higher and further education, the
need to keep our customers, their parents,
sponsors and advisers informed of how it will
affect them 1s cntically important The past year
has presented significant challenges — and this
section looks at examples of the projects that
we have to meet them.

- Student Finance Matters Campaign

Building on the BIS ‘Make Your Future Happen'
information imitiative, the Student Loans
Company created the ‘Student Finance Matters’
campaign The aim was to offer detailed
communications about the new student finance
package. The campaign has been delivered
across multiple platforms to ensure maximum
reach and impact and support the effective
delivery of the service in England for AY 2012/13

Our objectives were to provide an informatton
resource that was simple and accessible,
relevant and tailored to our audiences and
ready when they needed it The campaign
encompassed

* a strong visual dentity that reinforced the
importance of student finance,

» information, advice and guidance that
personalised the finance package to the
customer,

+ a communications toolkit for schools, colleges,
HEIs, other stakeholders and delivery partners.

+ a wide range of online and offline actimties and
tactics to deliver maximum reach and inpact
amongst target audience groups,

* the dissemination of materials to partners
and stakeholders before the launch of the
campaign to ensure widespread buy-in to,
and understanding of, key messages for
cross-agency consistency.

- Online Services

Reftecting changes in wider scciety, the Student
Loans Company’s Online Services have grown
from three people in 2007 to 12.1n 2012 We are
responsible for eight publicly facing websites as
well as our internal mtranet site, working closely
with colleagues n IT to deliver accessible and
customer fnendly online tools and resources.

This has led to the delivery of one of the first
‘platform reactive’ Government hosted websites
in the UK It provides a cost effective and
state-of-the-art platform for our Student Loans,
Practitioners and HEI Services websites, giving
our customers and stakeholders the fiexibility
to access our iInformation and services
wherever they may be, using their smartphones
and tablets.

AY 2011/12 has seen continuing growth in online
applications, increasing from just 6 per cent in
2005 to 92 per cent in 2011

Building on work completed in AY 2011/12,
our focus in 2012/13 1s

¢ to ensure all online services are continuously
monitored, analysed and improved, to deliver
the most accessible and usable customer
expenences possible,

« to continue to provide a safe and reliable
online service while supporting service
transformation, and

¢ to support full delivery of the UK Government’s
‘Digital by Default’ agenda.




- Social Media

Social media s an increasingly important means
of communication with our customers and other
stakeholders and it 1s a channel that we have
been investing In tt 1s a particularly efficient
medium, both in terms of cost and reach

In 2011-12 our following on Facebook and
Twitter has increased by around 700 per cent,
proving its popularity and the success of our
approach has been recognised externally —

the Student Loans Company was shortlisted for
its use of soctal media by the Chartered Institute
of Public Relations and the Institute of Internal
Communications awards

We have used social media to comimunicate
many of our key announcements, including our
early application launch date for AY 2011/12,
which led to 20,000 student finance applications
being received In the first day alone

As well as flagship announcements, we have
been hosting regular ‘student finance surgenes’
on our social media channels, where our
customer advisers respond to real-time enquines
from new and returning students in England,

as well as their parents We have also identified
the most frequent reasons why customers call
us to seek advice through social media and
updated our ‘Frequently Asked Questions’ web
pages to help students get the information they
need quickly and reduce the burden on our

call centres

Social media is, intninsically, a medium that
promotes dialogue and we have been receving
excellent feedback from our customers Whulst
gratifying, it atso allows us to find out how our
customers view and interact with the Student
Loans Company and constantly refine our
services to meet their needs
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Feedback from customers includes

“If you want to see a good example of

a company using twitter for good see
@SF_England — you ask a question and get
an answer. Brilhant.”

“Keep up this excellent use of Twitter, very
helpful, saves me phoning you! Win Win.”

“Thanks for the quick reply! Well impressed!”

“Thank you guys. Very happy to see
SFEngland using social media platforms.
Thanks and keep the good work going.”

- UCAS Conventions

Qur attendance at UCAS conventions between
March and June reached a potential audience of
over 150,000 students from across the country
The events are aimed pnmanly at 16-18 year
olds who are considenng their future and the role
of higher education

We invest in these conventions, with a presence
based on a stand in the main hal {student facing)
and a stand within the teachers’ lounge area
(practitioner facing)

In 2011-12, these stands were refreshed to
reflect our 'Student Finance Matters’ campargn
branding and feature our new strap line,

*Your student finance journey starts here’

The main stand boasts the latest advances

in technology, specifically giant 1Tabs, IPads,

a diary room and plasma screens to attract
and engage students, and to provide us with
crucial data and inteligence at this important
pre-apphcant stage This inteligence 1s used to
inform future campaign activity

13
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- Relationships and Stakeholder Engagement

Partnership i1s cntical to the Student Loans
Company achieving its objectives and outreach
activities 1n the Higher Education {(HE} field
have been an impeortant aspect of our work

in 2011-12

We continue to strengthen these relationships
in a number of ways, including

* Engaging and developing strategic
relationshups through a high level Stakeholder
Forum and a number of speciahst Working
Groups These have been highly active in
providing insights and specialist knowledge,
assisting in the development of improvements
to service processes and undertaking wider HE
sector consultation and prowiding feedback.

* Working with key influencers and developing
strategic allhes, to provide support with the
media, BIS and the Devolved Administrations

Improving customer communications through
stakeholder channels, such as university
websites This plan ensures consistency and
jomed-up messaging on student finance to
pre-applicants and students at key milestones
duning the cycle.

“The communications environment 1s
changing fast and our goal 1s to keep
pace, providing the nght messages at
the nght time using the nght channels.
This is iImperative If we are to engage
with customers and stakeholders in
ways that are relevant and reflect new
ways of living.”

Katrina Nevin-Ridley,
Head of External Affairs

Leoan Repayment

Changes to Government policy around HE
funding are having a major mpact on the future
of loan repayment Preparning ourselves for the
changes has been a major body of work dunng
2011-12,

The terms and conditions of the foans for new
Enghsh and Welsh customers from 2012 are
changng significantly Most notably

« the repayment threshold will be £21,000,

* outstanding balances will be wntten off after 30
years, and

= intarest 15 vanable Retall Prnice Index (RPI) plus
3 per cent until the borrower s hable to repay
From that date interest 15 vanable depending
on Income

With repayments due over a longer penod and
more students taking out loans, our customer
numbers are set to nse further and our IT
systems are adapting to cater to increased
complexity.




We have implemented a number of
improvements in 2011-12 that are helping the
Student Loans Company to recoup, and our
customers to repay, loans

+ Joint Unit with HMRC: we have established
a joint unit with HMRC that, in the past five

years, has ensured that our customers receive
a more effective and efficient enguines service

Employees from the Student Loans Company
and HMRC work together and provide a
single, seamless service to customers who
contact us with questions about their loans
and repayments. It proved to be a very
popular cne-stop-shop in 2011-12 with
27,000 enquines made during the year

* Online repayment: we are spending an
increasing amount of time online and the
Student Loans Company recogruses this
with our secure repayment website —
www studentlcanrepayment.co uk It s a web
based resource that will be familiar to our
customers who appreciate the convenience
of online banking, with a calculator that gives
account balances and estimated interest
payments — and customers greater control
over therr loan repayments

information, advice and guidance Is available

on, for example, ways to defer repayments for

maortgage style ioan customers and where to
get help if in difficulty Further ‘online banking’
style improvements include the abulity to
manage Direct Debits and set up automatic
card payments

Increasing use of the web 1s delivering new
levels of convenience to our customers and
allowed us to record collections of around
£270 mullion through this channel in the past
four years
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* European Umion Students loans for tuition
fees have been available for EU students
studying in the UK since 2006/07 The Student
Loans Company enforcement strategy for
borrowers who move abroad focuses on the
collection of arrears and, where appropnate,
involves legal action

“We understand that delivering a

simple and streamlined system for

loan repayments makes life easier

for customers, helps us to maintain
optimum efficiency and ultimately
benefits the public purse. Qur work over
the past year has been to ensure that we
retain this simplicity in a more complex
repayment environment.”

Jackie McGale,
ICR Manager - Repayment Services

15
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Fighting Fraud

Fraud prevention in the student loans application
process is cntical to a sustainable Higher
Education system It safeguards public funds,
ensures that every penny of public investment
goes to those it 1s intended for and helps

to provide access to education for millions

of people

Consequently, 1t 1s an area that we have focused
on, strengthening our existing actvrties and
keeping pace with rapidly evolving cnminal
activity In 2011-12 we have

* Enhanced our approach to fraud prevention
by engaging in partnerships with publiic and
private bodies to learn from their expenence
and coordinate efforts. We have become a
member of the UK fraud prevention service,
CIFAS, which gives us access to a wealth of
information, helping us to anticipate and react
to different formss of cnminal activity.

* Harnessed some of the latest technical
solutions to prevent fraud. We are cooperating
more extensively with government
departments — using electronic and
automated systems to check information
provided to us for National Insurance numbers
In the past, these checks required paper
documents that were open to abuse

» Strengthened our anti-fraud Special
Investigattons Unit, working with colleagues
across the business and externally to identify
and mitigate nsk

Whilst there might appear to be a contradiction
betwean strengthened secunty and ‘ease of
access’ we believe straongly that fraud prevention
can go hand in hand with an improved customer
journey Not only can they co-exist, they are
often co-reliant

If we take increased use of technology, for
example, the ability to check for National
Insurance numbers and household income at
source allows us to remove paper from the
system This cuts out the possibility of forged
documents, whilst also removing the burden of
providing proof from our customers

- Phishing

The Student Loans Company also works with
education institutions and students to offer
advice on how to keep their loans and grants
safe from soctial engineenng scams, such as
‘phishing’

Phishing scams use fake emails supposedly
from trustworthy sources, to persuade people
to give out information like passwords and
account details, which can then be used for
fraudulent purposes, We use communications
channels such as Twitter and onhine guides to
educate customers about the dangers of these
frauds, particularly at times when loans have
Just been paid and the nisks are greater. We have
also learned from the online banking industry,
proactively monitonng accounts for suspect
activity and sending customers text messages
if any of their financial details are changed.

Using these tools and partnenng with
organisations such as the Metropolitan Police
1s proving effective in the fight against phishing,
with losses incurred by our customers reducing
consistently over the past year.

“The ingenuity of fraudsters demands
that we are always alert to threats and
use the latest tools and technology to
prevent losses. In so doing, we help
to safeguard and simplify the path to
education for millions of students.”

Heather Laing,
Fraud Prevention and Detection Manager
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ORGANISATIONAL CAPABILITY

Our Organisational Environment

The landscape in which we operate 1S changing
significantly and in 2011-12 we have been
working to ensure that the Student Loans
Company and its 1,920 employees are well
placed to deliver on a new and challenging set
of pnorties for 2012-13 — and beyond.

Major reforms to the funding of higher and
further education demand that we grow In
capability Alongside this, the increasingly
dynamic, complex and diverse needs of the four
home country administrations mean that we are
changing to become more agile In the past year
we have been butlding capacity to ensure that
we have the grgamsational flexibility to respond,
both to current demands and additional pnonties
as they emerge

The Target Operating Model

To help us achieve this, we have developed

our Target Operating Model This descnbes

the dimensions of our business, the people,
processes and technologies we need, how

we Interact with our customers, suppliers and
stakeholders, and how we interact with each
other These are the first steps of a programme
spanning thres to five years that will transform
the way our organisation works, for the good of
our customers, stakeholders and the Student
Loans Company as a whole The replacement of
our core IT systems I1s a major component of our
Target Cperating Model

Change s giving us the opportunity to become a
truly excellent service delivery organisation

Leading the Way

We are investing in our people to delver the
best service for customers This investment will
help us to achieve a more collegiate and striving
culture, where mediocrity 1s not accepted,
people work together to do what 15 best for

our customers, challenge 1s welcomed and
colleagues are trusted to do what 1s nght

We are working to promote the development

of our people, working practices and culture,
and our ability to achieve our strategic goal of
becoming a customer-centnc, agile organisation
and trusted partner. We are

+ bullding a clear, compelling, shared future
vision for SLC that sets out the agreed
direction and prionties for the organisation and
wins the full commtment of our people,

*» translating and communicating our strategic
direction to employses, clearly setting out how
each person contnbutes,

» explaining how, as well as what, we expect
pecple to deliver,

» developing organisational capacity and
capability by accelerating resource planning
and creating a long-term framework for
personal development, so that the organisation
1s positioned to meet future as well as short-
term demands, and

bullding management capability and
addressing performance I1ssues proactively,
challenging mediocnty.

To achieve this we will*

* Implement ‘Leading the Way', our behavioural
bluepnnt of how we deliver business goals,
pnorities and objectives Qur Leading the Way
commitments are fundamental to the change
we need to make and will improve customer
focus. These commitments will be embedded
n all of our processes from recruitment to
leadership and management practice through
to performance development

Communicate the Business Plan from
executive prionties and accountabitlities
through to individual objectives, creating
awareness of shared objectives We will create
awareness through structured commmunication
and engagement of these pnorities and
objectives, our progress against them and
how every employee contnbutes to the overall
success of the orgarmsation
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¢ Understand shared and directorate business
requirements, creating an organisation design
that focuses on both current and future plans
This will create structures with the nght skills,
knowledge and design supported by effective
succession planning

* Provide consistent and timely employee
communications which articulate our
business performance and our change and
transformation agenda.

¢ Establish a Learning Academy that will provide
a dedicated facility to create skills and promote
a culture of excellence that supports the
pniorities and goals of SLC

Healthy Working Lives

The Student Loans Company’s Healthy Working
Lives Group 15 currently working towards the
Healthy Working Lives Silver Award, which looks
at implementing inttiatives related to Healthy
Eating, Physical Actinity, Mentally Healthy
Workplaces, Staff Attendance and Avoiding
Accidents at Work The Group 1s now working
towards co-ordinating actwity that is aligned with
national awareness events

A pilot for Mentally Healthy Workplaces training
for managers has been carned out and received
good feedback from those In attendance. Over
the coming months our trainers will be rolling this
out to managers across the company — aligning
with both our Leading the Way commitments
and our Respect at Work policy

Employee Feedback

The Student Loans Company benchmarks

itself against the best companies in the UK

and we parucipate in the ‘Sunday Times Best
Companies to Work For’ survey. In 2011-12 two
thirds of our employees responded to the survey
— over 1,300 people — and our overall score
has improved over that recorded in 2010-11

We work with each directorate to interpret and
{earn from the results of the survey, changing
what 1s not working well and strengthening what
15 To ensure that these results are aligned with
and help to dnve our organisational objectives,
we link the results of the Best Companies

to Work For Survey to our Leading the Way
inthative We use this and other feedback
mechanisms to help support the Business
Planning and objective setting process for each
directorate, director and department.

Corporate Social Responsibility

We know that the Student Loans Company does
not exist In a vacuum and that actions we taka,
large and small, can make a big difference to
our employees and the communisties in which
we operate We support employees in chanty
activities, for example, and stnve to operate

an organisation that 1s as environmentally
responsible and sustainable as possible.

These initiatives must be owned and supported
by employees, so our Corporate Social
Responsibiity {(CSR) policy 1s steered by
employees from every part of the company It
1s a system that works wall, with commitment,
enthusiasm and expertise brninging fresh
perspectives and ideas to our activities

We work in three core areas: Making a
Ditference to Others, incorporating work that
we undertake in our local communrties, Making
a Difference to Ourselves, incorporating our
staff; and Making a Differance to Our World,
incorporating our sustanability efforts.



Communities: we support the charties
nominated by staff through varnious fund-raising
activities, from ‘Pink Parties’ in Glasgow,

car park auctions in Darlington, cake sales

and coffee mornings in Hilington and Chnstmas
baps in Celwyn Bay In 2011-12, this has

raised more than £9,000 across our four
Business Centres

We support a range of chanties that reflect the
1ssues that are close to our employees and these
have included

* Tak Tent (Scottish cancer support chanty},
* The Beatson [nstitute (cancer treatment),

¢ The Sir Bobby Robson Foundation
{cancer treatment),

* Help for Heroes (armed forces support),
s The NSPCC (children’s chanty), and
+ RNLI (ifeboats)

In addition, we reach out into our local
communities by, for example, partnenng with
local schools to provide work expenence
placements, supporting an apprenfice scheme in
Darfington and giving practical help and advice
to school-leavers who are about to embark on
new careers

Staff: people are our pnmary resource and we
understand that if our employees are to deliver
the best services to customers, we have to
invest in them, We work to

» deliver a healthy work-life balance,

» provide access to support and advice through
employee assistance programmes and
occupational health providers,

= partner with the NHS on employee well-being
mitiatives to promote healthier [ifestyles, and

» recognise the changing demands on
employees at different penods dunng the vear
and provide support and advice accordingly
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Sustainability: we understand that by making
changes, large and small, the 1,920 individuals
who work for the Student Loans Company
can play therr part in delivenng a business that
contributes to local, national and ultimately
global sustamnability inihiatives

¢ ali non-essential lghting i1s switched off when
not Iin use,

* lighting sensors have been fitted in rest rooms,

+ wa are adopting the use of low energy light
bulbs in Darlington and Colwyn Bay, with
analysis underway to extend the roll out to our
other sites,

* air conditioning 1s being upgraded to deliver
more energy efficient systems,

* we recycle around 70 per cent of all our waste
and additicnal recycling facilities are being
added to increase this level further,

+ we only use products approved by Forestry
Stewardship Council (FSC) and the Programme
for the Endorsement of Forest Certification
scheme (PEFC) to encourage sustainable
forest management,

* by being more efficient in sending letters, we
have saved 1 5 million envelopes, and

* paper saving initiatives have saved more than
550 trees.

Further information on the Student Loans
Company’s approach to Sustamability i1s
available from our website
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Business Centres

The Student Loans Company operates from
four Business Centres, located across the UK
to ensure that we can deliver the services that
students need

» Glasgow our headquarters where we base
a customer service centre, our information
communications technology {(ICT) and our
corporate functions;

Hilington (near Glasgow) where our large
scale printing and mailing operations are based
and where we process applications for Further
Education support In Wales and Northern
Ireland,

Darlington hosts cur Student Finance England
operations, providing help and advice to
students as they pass through the student
loans process — from initral application all the
way through to final repayment, and

* Colwyn Bay 13 home to Student Finance
Wales, with services in English and Welsh to
provide financial support to students on behalf
of the Welsh Assembly

Equality

The Student Lecans Company continues to
strive to place equality and diversity at the core
of everything we do. In Apni 2012 the Equahty
Act 2010 (Specific Duties) Regulations 2011
came into force, with the regulations giving us
a framework for demonstrating comphance
with the Public Sector Equality Duty Our
Single Equality Scheme and action allows us to
meet the needs of the Equality Act, protecting
charactenstics of age, disabihty, gender, gender
reassignment, pregnancy and maternity, race,
rehigion or belief, and sexual onientation

This Duty requires that we

* gliminate unlawful discnmination, harassment
and wictimisation and other conduct prohibrted
by the Act,

* advance equality of opportunity between
people who share a protected charactenstic
and those who do not, and

» foster good relations between people who
share a protacted characterstic and those who
do not

This year we have worked to integrate the
equalty duties into the Leading the Way
framework ensunng that senior managers
champion these values explicitly. In addition,
we have developed 50 new equality objectives,
enhanced the membership and scope of our
equality forum and steenng groups, developed
new ways of captuning and analysing data on
equality performance and appointed an Equalty
and Dwversity Manager to give strategic advice
to the business on compliance with equalities
legislation

Work developed internally 1s designed to

have an impact externally, we have worked
hard to ensure that all customers are able to
have access to our products and services,
introducing, for example, better services for
customers with disabihtes As well as equaiity
for customers, we also deliver equality for staff,
recognising and valuing the diversity that they
bnng to our work

The Student Loans Company i1s also committed
to equal opportunities, making customer
access to our services easier and ensuring that
those who provide us with services meet our
procurement cntena for all equality areas

Our annual Equahty Report, which can be found
on our website, provides more information about
our approach to equalty,
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PERFORMANCE MEASUREMENT

The Student Loans Company Balanced
Scorecard consists of measures set out in

the SLC Bustness Plan for 2011-2012, and
covers three over-rniding areas of priority

All the Government Administrations agreed the
measures and targets for the first two areas of
priority, as set out In the Annual Performance
and Resource Agreement (APRA) The measures
and targets for the third prnionty area (Business
Enablers) were agreed by the SLC Main Board.

The Balanced Scorecard has been the Main
Board’s formal vehicle for monitoring progress

on a monthly basis against all of the performance
targets. In addition, ministers and BIS senior
officials have conducted formal quarterly reviews
of SLC’s performance on the measures defined
in the APRA

At the end of this financial year, we are confident
that performance will again be seen as having
improved over the previous year

* Customer satisfaction increased across all
three customer groups {students up 8 per cent,
sponsors up 7 per cent and re-payers up 5
per cent) reflecting an improvement in ease of
contact, knowledgeable and professional staff
and speed of receiving an offer of finance and
payments.

» SLC processed 99 per cent of applications
before the start of term (student finance core
applications received before the published
deadlines)

* Customer satisfaction with our Information and
Guidance (JAG) and customer communications
also improved, with 82 per cent of customers
responding positively that they could access
information about student finance and that our
nformation was easily understood (compared
with 69 per cent last year). This clearly had
an mpact on numbers of students applying
online, which increased from 76 per cent to
91 per cent

* In Contact, the percentage of calls answered
(PCA)} target was met in full At no time
throughout the year was the 'floor’ target
breached We received a total of 6.9
million calls and a “first in SLC history’ was
establhished when our customer service
advisers answered over 5 miflion calls within
the year

For the coming year, the scorecard will retain the
same structure, with the same pnornty areas, and
the majonty of the same measures. The targets
for the new financial year have been agreed by
the Government Administrations for the APRA
measures, and by the SI.C Main Board for the
Business Enablers

A summary of performance against the APRA
measures for FY 2011-12 1s descnbed in the
tables that follow.

N.B. The GREEN, GREEN/AMBER, AMBER/RED
and RED (RAG) indicators tn the tables below
are assigned based on data ranges or subjective
criteria as agreed in the measurement definitions.
The RAG cntena are different for each measure
and there 1s no ‘general rule’ for the relationship
between the green limrt and the limits for the
other RAG statuses. Only the green imits

(1.e the targets} are included in the tables
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Priority A: Deliver cost-effective services that meet the needs of our customers
Objective 0: Deliver Customer Satisfaction across all services

0.1 Customer Satisfaction (UK)

a)

Qverall Satisfaction - Student 2721% 78 9% GREEN
b) Overall Satisfaction - Repayer = 68.7% 71 8% GREEN
c) Overall Satisfaction - Sponsor z 66.9% 72 7% GREEN

d} Overall Satisfaction — All groups 100% z2701% 75 4% GREEN

OVERALL RAG STATUS GREEN

COMMENTARY:
In 2011-12 there were satisfaction increases across all customer groups compared to FY2010-11

Customer Satisfaction {over two years)

8% - ——  Student | T, ™ —

e Repayer : gf—o
—O0—  Sponsor ; L i |

75% 1——

70%

65%

2011 +
Qet 2001 4
Jan 2012

Apr 2010

Jul 2010 +
Oct 2010
Jan 2011
Apr 2011 -
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0.2 Complaints Handling {UK)

a) Substantive rephes to complaints within 15 75% = 85% 80.7%
working days or receipt at SLC AMBER

b) Substantive replies to complaints within 20 25% = 95% 99 2%
working days or receipt at SLC
OVERALL RAG STATUS
AMBER
COMMENTARY:

We met the target for handling complaints within 20 working days throughout the year, but did not
meet the 15-day target dunng October through to December (the peak months in terms of complamnts
volume)

Objective 1: Deliver safe, efficient and customer-focused Student Finance Services for
England

1.1 Timeliness of Core Applications processing (England}

Percentage of AY11/12 applications that were 25% = 99% 99.3%
submitted on time that were processed by
the start of term
b} Percentage of those applications processed 25% = 70% 85.6% GREEN

dunng FY11-12 that were processed within
20 working days {any academic year)

c} Percentage of those applications processed 25% = 95% 94.0% GREEN/
dunng FY11-12 that were processed within AMBER
30 working days {any academic year)

d} Percentage of loose evidence processed 25% > 95% 95.2% GREEN
dunng FY11-12 that was processed within
20 working days {any academic year)

OVERALL RAG STATUS GREEN

COMMENTARY:

In the previous financial year, we received 550,000 applications before the deadlines and processed
99 per cent of these by start of term For FY2011-12 99 per cent of 865,000 applications received
before the published deadlines were processed by start of term with targets met in both FY 2010-11
and FY 2011-12

New inihiatives such as the Venfication of Household Income (VHI) data-share with HMRC, and also
the automatic creation of online applications for non-means-tested returning students helped us make
further progress with processing performance this year
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1.2 Timeliness of Targeted Support Applications processing (England)

Percentage of Disabled Students Allowance  35% = 95% 76 6%
applications (DSA1s) that were processed

within 10 working days of receipt (any

academic year)

b) Percentage of DSA Needs Assessment 35% = 95% 88.6% AMBER/
Reports (NARs) that were processed within
10 working days of receipt (any academic
year)

¢} Percentage of Childcare Grant (CCG) 15% =95% 98.8%
apphcations - (with estimated costs) - that
were processed within 20 working days of
receipt (any academic year}

GREEN

d) Percentage of CCG finalisations - 15% =95% 99 3%
{reconciiations to actuaf costs) - that were
processed within 20 working days of receipt
{any academic year)

OVERALL RAG STATUS AI\AEEDR!

GREEN

)
m

COMMENTARY:

There was an 1ssue with Disabled Students Allowance (DSA) in the first quarter of FY2011-12 third-party
suppliers withheld and stockpiled invoices dunng the months leading up to the transfer of responsibility
from local authorities, and we faced an unforeseen volume of manual Invoice processing work relating to
DSA in Quarter 1.

We handled this by balancing our resources 1n such a way to minimise disruption to these customers —
and so while the invoice problem was brought under control dunng Apnl and May 2011, we held DSA
processing within 12 days rather than 10 days

The sheer volume of apphcations processed dunng these early months meant that we missed the
target for the year as a whole, even though both DSA processing measures were largely on track for the
rermainder of the year

We reported the status of this issue to the Board every month throughout the year in the Balanced
Scorecard report

Childcare Grant (CCG) Processing met the green target throughout the year.




1.3 Contact (England)

a) Percentage of calls answered (PCA) 35%
b) Floor Targst breached? 35%
¢} Customer expenence advisor rating 10%
d) Customer expenence outcome rating 10%
e) Customer expenence consistency rating 10%
QVERALL RAG STATUS

COMMENTARY:

STUDENT LOANS COMPANY ANNUAL REPORT 2011-12

= 80% 77.4% GREEN/

AMBER

> 90% 92 03%
Was PCA  No
< T70%

for any

fortmght?

> 80% 80.6%

GREEN

All targets were met, even though the number of calls answered by our customer service advisers

exceaded 5 milllon for the first time in the company’s history

1.4 Effective Communications with Customers (England)

a} Satusfaction with, and effectiveness of our 100%
information advice and guidance (fAG) to
customers

b} New measure of satisfaction with, and 0%
effectiveness of our information adwice and
guidance (IAG) to customers

OVERALL RAG STATUS

COMMENTARY:

All targets were met

z 73% 78.5% GREEN

(No Target) 62.6% N/A

GREEN
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1.5 Online Take-up (England)

The percentage of AY 11/12 student 67% > 90% 90 7%
applications that were made online

b} The percentage of AY 11/12 sponsor 33% 2 60% UNKNOWN N/A
supporting evidence suppited online

OVERALL RAG STATUS m

COMMENTARY:

The number of student applications created online increased from 76 per cent last year to 81 per cent
this year

The sponsor online take up figure I1s unknown owing to the fact that data i1s not recorded in a way that
has allowed this figure to be calculated
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Objective 2: Provide agreed services to Devolved Administrations and the Higher
Education sector

2.1 Northern Ireland

a) EMA: Processing of Educational Maintenance Overall Only minor Graen
Allowance to agreed service standards RAG elements
Status = of the
Lowest service
Element agresment
not met
b) SFNI: Administration of Student Finance Green-
Northern Ireland to agreed service standards Amber AMEBER
OVERALL RAG STATUS
AMBER
COMMENTARY:

All service agreements were met for Northern Ireland, with the exception of student call enquines for
Student Finance Northern freland (SFNI), which at 83 per cent, was below the 87 per cent answered
within the 80 seconds target, and this is reflected in the green/amber RAG status

2.2 Scotland
a) Student Support {Loan Payments) Overall OCnly minor Green
RAG elements
Status = of the
Lowsest service
Element agreement
not met
b} Courses & Attendance data Green
OVERALL RAG STATUS
COMMENTARY:

All targets were met
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2.3 Wales

Only minor Green

b}

c)

d)

EMA: Processing of Educational Maintenance Overall

Allowance to agreed service standards RAG
Status =

SFW: Administration of Student Finance Lowest

Wales to agreed service standards Element

ALG: Processing of Assembly Learning Grant
to agreed service standards

PTA: Processing of Pathways to
Apprenticeship to agreed service standards

OVERALL RAG STATUS

COMMENTARY:
All targets were met.

24 Higher Education Institutions (HEI's})

b)

d)

€)

f}

9

HEBSS England {Higher Education Bursanes Overall

and Scholarship Scheme) for England RAG
Status =

MI (Management Information) for HEls Lowast
Element

English fee payments

HEBSS NI (Higher Education Bursanes and
Scholarship

Northern Insh fee payments
WBS (Welsh Bursanes Scheme)

Welsh fee payments

OVERALL RAG STATUS

COMMENTARY:
All targets were met.

elements
of the
service
agreement
not met

Green

Green

Green

Only minor Green

elements
of the
service
agreement
not met

Green

Green

Green

Green

Green

Green

GREEN

GREEN

GREEN

GREEN

GREEN

GREEN

GREEN

GREEN

GREEN

GREEN

GREEN

GREEN

III‘IEI IIII III III |
III\ III III :
o
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Objective 3: Efficient and effective repayment and arrears collection

3.1 ICR (Income-contingent repayment) (UK and EU)

a)

Incorming cohort - UK & EU resident 40% =2963%  96.85% GREEN
borrowers in repayment channels

b) Past cohorts - UK resident borrowers in 40% z980% 98 92% GREEN
repayment channels

c) Past cohorts - overseas resident borrowers in 20% 2 70,09 70.51% GREEN
repayment channels

OVERALL RAG STATUS p—

COMMENTARY:
All targets were met

3.2 MSL {(Mortgage-style Loans) (England, Northern lreland and Scotland)

a)

Percentage of MSL accounts that are not 100% 2917% 916%
In aears AMBER
b) Percentage of loan accounts less than 24 0% 2 33.3% 30 1%
months in arrears and are repaying RED
c) Percentage of Scheduled Repayment Amount 0% =33 0% 327%
AMBER
{SRA) repad
OVERALL RAG STATUS
AMBER
COMMENTARY:

The percentage of MSL accounts not In arrears i1s the highest since the measure was introduced

Whilst the target for 3 2 b} was not met, SLC mantained the same number of accounts in repayment
in companson to FY 2010-11 with an increase 1n the average payment per account By the end of
2011-12, there were fewer accounts withun this group than in previous years, with more paying and a
higher average payment per account

3.3 RGO (Recovery of Grant Overpayment) {(England and Northern Ireland)

a) Percentage of RGO accounts in repayment  100% 2217% 30.3%

COMMENTARY:
The target was met
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Priority B: Support Government Administrations’ wider objectives in developing
sustainable student finance delivery arrangements for the future

Objective 4: Manage public money effectively and deliver agreed Spending Review
savings

4.1 Assessment and Payment Accuracy (England)

a) Cumulative Annual Weighted Monetary Error  100% <05% 074%
Rate AMBER
COMMENTARY:

This 1s the first year where the company has had responsibility for assessing all England student support
apphcations. Whilst the measured error rate has improved from amber-red in 2010-11 to green-amber in
2011-12, because of a change in the calculation methodology the figures are not directly comparabls.

4.2 Fraud (UK)

The % increase in the number of cases where 100% z25% 36%
SLC’s proactive fraud search engine, SIRA ncrease
prevents funds being paid out erroneously. on last
year
b} The number of cases where operational or 0% (No Target) 419 cases N/A

administrative controls prevent funds being
patd out erroneously.

OVERALL RAG STATUS

COMMENTARY:
All targets were met.

4.3 Budget Variance {UK)

Budget Vanance for all stakeholders 100% <=5% -5.33% GREEN/
underspend
and <0%
overspend

COMMENTARY:

There was an underspend against target this year, partly in capital and depreciation and partly in projects
for Wales and Northern Ireland
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4.4 Forecasting Accuracy (UK)

Mid-year foracast of expenditure, versus 50% +2.25% 1.34% m
actual expenditure at end of year

b) Forecast of expenditure after nine months, 50% +1.0% -0.23% m
versus actual expenditure at end of year
OVERALL RAG STATUS
COMMENTARY:

The targets were met

Objective 5: Support development of Higher Education and Further Education funding
policy

5.1 Stakeholder Satisfaction {(England, Northern Ireland and Wales)

a) England (BIS) satisfaction with SLC’s support  50% "Met or Green
re policy development exceeded
expectations™

b) Northem lreland (DEL) satisfaction with SLG's 25% Green
support re policy development

c) Wales (DfES) satisfaction with SLC's support  25% Green
re policy development

OVERALL RAG STATUS

COMMENTARY:

Our relationship with our stakeholders continues to improve, with very positive feedback on SLC
operations Government Administrations rated SLC's engagement in policy development in England,
Wales and Northern Ireland for the 2012/13 and 2013/14 acadermic year extrermely favourably

a1
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Objective 6: Deliver the agreed change programme and launch the 2012/13 academic
year student finance cycle on time

6.1 Programme Delivery (UK)

SLC to manage its programme activities ina ~ 100% Green Green-
AMBER |
professional and proactive way Amber
OVERALL RAG STATUS
AMBER
COMMENTARY:

The overall evaluation of Programme Delivery i1s conducted quarterly by the Programme Portfolio Board
Each programme Is assessed against seven critena policy and business context, governance,
business case and stakeholders, benefits realisation, defintion and design, management delivery,

and business readiness.

Programme dehvery in 2011-12 was very challenging given the range, size and complexity of the higher
education reform changes required by Government The end of year green-amber status was achieved
through concerted effort dunng the year and effective management and control of programme delivery

Significant challenges for next year remain given that higher education reform changes are being
delivered over two years |n parallel, the Student Loans Company is also delivering significant
programmes of change in further education, digital services, business sustaining and a transformation
programme which inciudes replacement of core ICT systems
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FINANCIAL COMMENTARY

Sources of Funds and Process for
Agreeing Funding

The Student Loans Company is funded pnmanly
by Grant-in-Aid In accordance with HM
Treasury Consoldated Budgeting Guidance for
the financial year ended 31 March 2012, this

15 all received directly from the Department for
Business, Innovation and Skills covering England
which 1s our sponsor department They receive
the relevant apportionments from the other
devolved authorities for whom we perform work
as listed below

* Employabihty, Skilis and Lifelong Learning
Directorate - Scotland

* Department for Employment and Learning -
Northern treland

+ Department for Education and Skills - Wales

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

We apply for funding through an annual
corporate financial planning cycle which
forecasts funding requirements anc we

receive an Annual Performance and Resource
Agreement (APRA) letter confirming Grant-in-Aid
available and income from other sources

In the year ended 31 March 2012, income was
also receswved from universities and colleges
which have elected to have the Student
Loans Company administer their bursanes
and scholarship payments under our Higher
Education Bursary and Scholarship Scheme.

Other funding is recewved from third parties

in relation to contracts for admirustration of
services to those parties and from recharging
customers for certain debt recovery costs

we Incur

Financial Management

During financial year 11-12 the Company
delivered the objectives as set out within the
business plan and the targets as set within the
balanced scorecard. This was achieved whilst
remaining within the anticipated expenditure
outhned to stakeholders at the Mid Year Review.
For financial year 11-12 our APRA allocation,
which determines the total revenue and capital
expenditure we can incur as measured by
government expenditure classifications, was
£113.3 rullion

Our funding requirements were revised as part
of the Mid Year Review forecast in September
at which point we anticipated spend of £109 1
milkon Our final outturn agamst this allocation
was £102.9 milhon, an underspend of £6 2 million

This underspend was sphit as follows

APRA Allocation | Mid Year Review | Outturn Variance
£000 Forecast (Outturn against
£000 forecast)
£000
Operating Budget 93,800 93,800 94,100 300
Project Programme 19,500 15,300 8,825 {6,475)

Total Expendrture 113,300 109,100 102,925 (6,175)
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Total expenditure per financial statements
Deferred capital receipts
Capital Additions

Other Income

Operating expenses were successfully managed
during the year, with an outturn of £94 1 million
agamnst the £93 8 million Mid Year Review
forecast, an overspend of £0 3 milion This
overspend was mostly Iin relation to a late
movemnent in the dilapidations provision to reflect
a new lease renewal at our Bothwell Street

site Within the operating budget a successful
efficiency savings programme delivered savings
from a number of initiatives, most significantly
against performance related pay condtions and
the dnve to an online provision of Information,
Advice and Guidance to students. There

were also operational staff savings due to the
later than planned recruitment of additional

staff for the academic year cycle. Offsetting
these underspends were a number of budget
pressures, the most significant of these were the
costs relating to reviewing our target operating
model to ensure successful and efficient delivery
of the future programmes and operational
services These movements were successfully
communicated to stakeholders dunng the year.

Programme development expenditure has
resulted in a significant underspend, with an

£8 S milhon outturn aganst a Mid Year Review
forecast of £15 3 millon Some projects have
been delayed in commencing due to the
addmional BIS governance approvals processes
implemented to review all ICT expenditure

over £1 milhon and some of the devolved
administrations’ policy decisions still being
pending at the Mid Year Review, which meant
that forecasts were held at a high level These
movements were successfully communicated to
stakeholders dunng the year

97,728
2,875
3,472
{1,150}
102,925

The funding position 1s reported on a monthly
basis to the Executive and Main Board Detalled
analysis of expenditure at funding authonty
level 1s provided, spht by operating, programme
development and capital spend. In addition,
detalled vanance analysis 1s performed at
divisional level and by expenditure type Monthly
re-forecasts are performed throughout the year
This reporting 1s supplemented by detalled
analysis at a product and service level,

by funding authonty, from the Company's
activity-based management system Such
analysis s used to ensurs products and
services are delivered within the agreed

pricing and to provide costings for business
cases for future developments

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.

Tax Status

For the year ended 31 March 2012, the Company
1s regrstered for VAT and i1s able to recover

part of our iInput VAT, those services relating to
mortgage style activities baing exempt

The Student Loans Company 1s a

not-for-profit organisation, but we pay
corporation tax in respect of interest earned

and on the profits ansing from the administration
contracts for services to third parties and the
bursary administration services provided to
universities and colleges



Financial Statements

The financial staternents far the year ended
31 March 2012 are presented on pages 54 to 93

Statement of Comprehensive Income
This statement 1s presented on page 62

Grant-in-Aud 1s accrued to maintain the operating
result for the year as “nil” with any balancing
entry falling into the “Balances with Central
Government Bodies” within debtors/creditors
depending on the nature of the timing difference,
with the exception of any impacts relating to
future dilapidations provisions This 1S because,
under the normal conventions applying to

the parllamentary control over income and
expenditure, such grants may not be 1ssued In
advance of need

The Company’s administration expenses of
£97,303,000 are to fund both the operational
expenses and the expenses associated with

the development programme The increase in
expenditure this year reflects the increase in
operational staff and outscurced call handling
costs in relation to the increased student support
applications and the mpact of HE reform policy
changes

Funding of those expenses 1s provided from

the income generated from servicing contracts
for third parties (£895,000) and other Income
(£255,000), with the balance of funding supplied
in the form of Grant-in-Aid (£98,989,000) Other
income consists mainly of admimistration and
legal charges recovered from third parties in
relation to customers in default

The actuanal gain ansing on the Company's
defined benefit pension scheme (£10,137,000)
has largely ansen due to a revision on the
assumption for salary growth to make this more
reflective of future salary policy and the volatiity
in the markets against the inthial assumptions.
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Statement of Financial Position
This statement 1s presented on page 63.

The net hability of £9,861,000 on the balance
sheet principally consists of £3,121,000 in
relation to dilapidations provisions, £2,651,000
deferred lease mceentive and £4,105,000 of
pension llabilities. These liabiities may only be
met by future grants or Grant-in-Aid from the
Company’s sponsoring departments because,
under the normai conventions applying to

the parhamentary control over Income and
expenditure, such grants may not be 1ssued in
advance of need

Grant funding received in relation to capital
spend is treated as deferred income within
trade and other payables and released to the
Statement of Comprehensive Income to match
the depreciation charged each year on the
assets purchased However, as noted above,
under the normal conventions applying to the
parlamentary control grants may not be issued
in advance of need As a result, any element of
dilapidations provisions which 1s capitahsed 1s
not offset by deferred income

Statement of Cash Flow

This statement, presented on page 65, presents
the cash flows of the Company These cash
flows relate to ongoing operating activities,
including the development programme of

the Company The cash flows relating to the
payment of funding to students as loans, grants
or allowances and the repayments received from
those customers who have entered repayment
are not included in the Company’s cash flow
statement. These monetary transacticns are
conducted through bank accounts held “in trust”
for the refevant funding authonty and do not
appear on the Company’s balance sheet
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INFORMATION TECHNOLOGY

In any modern organisation, Information
Technology (IT) has evolved from being a support
function to a business driver the Student Loans
Company's capabilittes are now assuming this
more dynarmig role, It s a transformation that
reflects changes to our cperating environment
and 1s being driven by our Chief information
Officer, Gordon Simpson, and a revised senior
management structure that has taken shape
in2011-12

We are moving from ‘passive IT’, where we
assumed a caretaking role — ensuring existing
systems functioned well and were fit for purpose
- to a proactive organisation that delivers an

IT capability that 1s robust, flexible and able to
anticipate the signuficant policy, operaticnal and
economic demands that are placed upon It.

Our IT capabilihes must now be able to cope
with an increase in complexity, with more
products offered to customers, including Further
Education and Part Time loans, whilst also
dealing with changes i Government policy that
will see grants replaced with tuition fee loans and
a significant ramping up of demand In addition
to this, changes such as the move from fixed

to variable interest rate loans will claim greater
functionality from our IT infrastructure.

In the past year, our IT department has been
rebuilding itself to meet these challenges and
align with the Student Loans Company’s Target
Operating Model. We are in the process of
replacing and upgrading the majenty of our
business systems to ensure we change from
caretaker to business dniver. Our new IT strategy,
which provides the framework within which we
will be able to meet new demands, 1S now being
implemented. Together, these two strands of
activity represent a significant investment for the
Student Loans Company and we are focused on
delivering value for money

Our work does not take place In a vacuum and in
the past year we have widened and strengthened
our partnerships outside the organisation

We are working with the Cabinet Office and
Government IT to ensure, for example, joined

up IT procurement We are also building better
relationships with stakeholders, such as BIS,

the Devolved Administrations, HMRC, the
Department for Work and Pensions and higher
education partners

Underpinning all of this activity is the
understanding that what we do 1s not simply
about hardware or software |T must deliver the
best possible services to our customers through,
for example, enhanced functionalty from our
websites and more automated systems that
reduce demand on students’ time

“The past year has seen our [T
capabilities changing to face a radically
different higher education funding
model. It 1s a challenge that we have hit
head on, equipping ourselves with the
strategies, systems and people we need
to deliver the best possible services to
our customers.”

Gordon Simpson,
Chief Information Officer




FUTURE DEVELOPMENTS

The Student Loans Company s 1 a fast
changing educational and wider public sector
environment, which demands greater agihty
to meet a range of challenges, now and in the
future

With the introduction of new services as part
of hugher and further educaticn reforms and
ongoing growth of our customer base, the
number of transactions we must deal with

15 nsing At the same time, service delivery

18 becoming more complex as the policy
requirements of the Westminster Government
and the Devolved Administrations diverge

There 1s, obviously, a tension between the
fundamental organisational change we are
implementing and the delivery of high service
levels as this transformation takes place We are
working to ensure that a balance 1s achieved,
meeting both the needs of radical change and
excellence in service delivery

To meet these challenges, the Student Loans
Company Board has agreed three strategic
objectives

 to deliver a safe and agile customer service,

* to be customer-centnic by being efficient and
effective, and

 to be a trusted delivery partner to Government

We are implementing a range of measures

to ensure that the Student Loans Company
achieves these strategic objectives, whilst also
remamning fit for purpose We will

* improve service delivery outcomes by
enhancing quality and reducing nsk in
conjunction with our delivery partners,

* support development of higher education and
further education funding pohcy,
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= deliver agreed sponsor-led change
programmes and projects, and launch the
academic year 2012/13 student finance cycle
on time,

+ develop the nght staff capability, capacity and
orgamsational culture,

* upgrade and enhance ICT capability so that
it remains fit for purpose and i1s able to meet
future demand

Accommedating the diversity in policy emerging
from the separate UK admiristrations 1s a critical
task tn the coming years We are strengthening
relattonships with our stakeholders, inciuding
BIS, the Devolved Administrations, Universities

and Colleges Admissions Service (UCAS), Higher

Education Funding Counc!l for England (HEFCE)
and HEls These partnerships allow us to fully
recognise their needs and priorities and embed
this understanding in our planning strategies
Increasing diversity, of course, must be alled

to high levels of delivery whilst policies are
changing and to uncompromising adherence to
our agreed service level agreements.

In reccgnising the individuality of the Devolved
Administrations, we are also committed to
providing value for money — consequently, we
will identify and explot the economies of scale
that can be gained from UK-wide solutions
where appropnate.

Whilst these are exacting requirements, work

In previous years has left us deally placed

to move forward and achiave our goals. in
anticipating needs, we are able to align our staff
and ICT resources so that our organisation i1s
more flexible It means that the Student Loans
Company 1s well-prepared for the current
demands of, and future developments to, higher
and further education funding in the UK
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REMUNERATION REPORT

For the year ended 31 March 2012

This report sets out the remuneration policy of
Student Loans Company for Board Members
and for the senior management team and
provides details of thetr remuneration for the year
ended 31 March 2012. The senior management
tearn refers to members of the Executive who are
not Board Members

Student Loans Company Board

Student Loans Company Board Members,

with the exception of the Chief Executive,

are appointed by the Secretary of State for
Business Innovation and Skills and the Scottish
Ministers for a fixed penod of three years

The Secretary of State in conjunction with the
Scottish Ministers sets the level of remuneration
for the Chairman and informs Student Loans
Company on an annual basis of any increase to
be awarded

The members of the Board are appointed from

a variety of backgrounds on the basis of thew
knowledge and experience gamned in both the
public and pnvate sectors in industry, commerce
and academic fields.

Board Members are paid a basic fee to cover all
their work for Student Loans Company and are
separatsly resmbursed for expenses incurred
Remuneration in the form of an annual fee 1s set
by the Secretary of State in conjunction with
Scottish Ministers and i1s reviewed annually.

Executive Board

The Executive Board i1s responsible for the day to
day management of Student Loans Company’s
activities and operations

The Chief Executive is a member of the Board
and chairs the Executive Board, From

1 February 2012 the Chief Executive has

been employed on a Student Loans Company
contract of employment covering the perniod until
31 January 2013 Pnor to this date, the services
of the Chief Executive were provided under the
terms of a contract between the Company and
Penna Intenm (a division of Penna Plc, an HR
Services Group). His notice penod i1s the smaller
of six months or the remaining baiance of his
contract All other Executive Board members are
on standard Student Loans Cempany contracts
of employment and have notice penods of six
months. The Company Secretary to the Student
Loans Company Board s also a member of the
Executive Beard.

if an Executive Beard member’s employment
with Student Loans Company 1s terminated on
the grounds of redundancy, or in the interasts
of the efficiency of the organisatron, severance
payments will apply based on length of service
on identical terms to that applied for all other
employees

Remuneration and Nominations
Committee

The Remuneration and Nominations Committee
detarmines, and agrees with the Board, the
framework for the selection, appointment and
remuneration of the organisation’s Executive
Directors, including the Chief Executive,

and such other members of the executive
management as it 1s designated by the Board to
consider. All policies are set within the context of
applicable Government guidelines



In consultation with the Chairman, the
Committee agrees the performance framework
and the proposed performance related award

for the Chief Executive, which 1s subject to
approval by the Secretary of State in conjunction
with Scottish Ministers. in consultation with the
Charman and the Chief Executive it determines
the total individual remuneration package of
members of the Executive Board

The members of the Remuneration Committee
who served dunng the year to 31 March 2012
were

¢ Sally Smedley (Chair)
* David Edelman

* Glyris Breakwell

s Willie Gallagher

Executive Board Remuneration Policy

Student Loans Company aims to ensure within
the context of current Government guidelines
that the remuneration packages offered to
Executive Board members

¢ enable Student Loans Company to attract,
retain and motivate high calibre executives,

* remunerate individuals fairly for individual
responsibility and contnbution, while
providing an efement of performance related
pay reflecting the overall performance of
the Company, subject t¢ public sector pay
guidance / restnctions, and

+ take account of salary policy within the rest of
Student Loans Company and the relationship
that should exist between the remuneration
of the Executive Board and that of other
employees,

Each Executive Board member agrees with

the Chief Executive personal performance
objectives, together with specific measures

that are required to be met and which will have
a significant impact on the performance of

the organisation These targets and the Chief
Executive's appraisal of performance against
them are subject to review by the Remuneration
Committee

For Directors recruited before 2011, a bonus
of up to 20% of salary is available (Director
of Operations, Director of Finance and
Admimstration and the Company Secretary)
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The Remuneration Committee and Board
determined that due to public sector pay
constramnts, no bonus payments would be
made in 2012, Performance related award
arrangements for the Chief Executive are
descrnbed below

Elements of Remuneration of Executive
Board Members

Basic salanes are reviewed annually on

1 October, with the exception of the Chief
Executive whose arrangements are descnbed
further below Salary levels are established
after taking into account external market levels
and internal comparnsons as well as individuat
responsibility and performance. Annual salary
reviews are conducted in line with the pay rermit
requirements of HM Treasury. As a result a pay
freeze has been in place since October 2010
Salary payments are made monthly When paid,
performance related awards are related to the
performance year to which they refer, but actual
payments are made in the following year

The Director of Operations retains a Distance
Allowance in addrtion to salary in order to
compensate for the requirement to be based
in Darlingten the majonty of the working week,
he also has access to a company hired car in
order to assist with travel to/from and

within Darlington.

Except for the Chief Executive, Executive
Beard members have the option of joining the
Student Loans Retirement and Death Benefits
Scheme As ordinary members, they contnbute
6 per cent of pensionable salary and Student
Loans Company contributes 15.6 per cent of
employees’ pensionable salary This s a final
salary scheme that provides benefits at the
retirement age of 65 These benefits consist of
an annual pension based on a final pensionable
salary and pensionable service, and a tax-

free lump sum payable on retirernent, which 1s
equivalent to three times the annual pension,
Pensions mcrease in ine with the Consumer
Price index for deferred members and by the
Retail Pnce Index for pensions in payment

The CEO since 1 February 2012 is entitled to a
contrnibution from the Student Loans Company
of 20 per cent of salary payable to his nominated
penston scheme.
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The foliowing information withun the Remuneration Report 1s subject to audit

Fees paid to the Chairman and other non-executive Board Members who served in the year to 31 March

2012 were’

Chairman and Board Members

E Smith Chairman {from 1 November 2010}
G Breakwaell (from 1 March 2011)

D Edelman

W Gallagher

R Kennedy

S Smedley

M Yulle

£000 £000

50 21
9 1
9 9
9 ]
6 -
9 9
9 9

* By arrangement, R Kennedy waived his monthly entittement of £750 until 1 August 2011.
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Remuneration of Executive Board members who served during the year to 31 March 2012 were:

Salary | Other Perfornance Pengion Sa'ary | Other Perfermance | Tota, | Pension
benetits Award Contt but on boneiits Award ContrioJtion
and and
expenses expensas

T ————

E Lester (i) Chief Executive
C Andrew Company 100 - - 100 15 100 - - 100 15
Secretary
L Campbefi Director of 126 - - 126 19 127 - - 127 19
Finance and |
Administration
|
D Ross (i) Director of 120 14 - 134 18 120 17 - 137 18 '
Operations
G Simpson Chief Information 115 - - 115 17 5 - - 5 - i
(from 14 March  Officer
2011) ‘
J Stirton Director of 103 - - 103 15 14 - - 14 1
{from 9 Marketing and |
February 2011) Cormnmunications |
D Wallace Deputy Chief 130 - - 130 19 231 - - 23 - .
Executive
and Director
of Strategic
Development
T Zahran Director of 103 - - 103 15 146 - - 146 -
{from 27 Apnl People and
2010} Transformation
() Under the terms of Mr Lester’s appontment as Chief Executive, Penna Intenm* received £140,075 (2011 £194,950)
in respect of standard services {of which they retained £0, 2011 £23,650) and £0 {2011 £41,340) in respect of bonus

payments {of which they retained £0, 2011 £20,670) covenng the penod ending 31 January 2012 As an employee of the
company from 1 February 2012, Mr Lester receved £23,333 (2011 £0} in relation to salary and £5,056 (2011 £0) in respect
of an allowance to compensate for the requirement to be based in both Glasgow and London every week

The terms of Mr Lester's appointment as Chief Executive provide for eligibility to a performance related award of up to

a maximum of £14,000 for each of the two years ending on 31 January 2012 and 2013 respectively He received £12,000
in March 2012 directly from the Company (2011 £0} in respect of his performance related award for the year ended

31 January 2012

Reimbursement of expenses incurred by Mr Lester in the course of business of £38,313 (2011 £13,750) for
accommodation and travel to 31 January 2012 have been paid to Penna Interm® Reimbursement of taxable expenses
incurred payable directly to Mr Laster from 1 February 2012 amount to £4,715 {2011 £0) Mr Lester’s norminated pension
scheme is also due to recerve employer pension contnputions from 1 February 2012 of £4,666 (2011 £0)

{(n) Derek Ross recewved other benefits and expenses which relate to a distance allowance and car benefit to compensate for
the requirement to be based in Darlington for the majornity of the working week

" Penna Intenim 1s a division of Penna Plg, an HR Services Group
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Retirement Benefits of the Executive Board members who served during the year to 31 March 2012

Increase during the Cash equivalent transter value
year 1o 31 March

2012 in accrued
pension and related | At At

Executive Board

C Andrew
L Campbeil
D Ross

Es Simpson
.-.l Stirton

? Wallace

T Zahran

Notes

Accrued pension
and related lump
sum at 31 March
2012

£000

15-20
plus tump sum of
45 - 50

5-10
plus lump sum of
20-25

15-20
plus lump sum of
50~55

1-15
plus lump sum of
35-4

1-1 56
plus lump sum of
35-4

1-16
plus lump sum of
4«45

115
plus lump sum of
3-365

Increase net

lump sum net of 31 March 31 March of inflation
inflation. 2012 2011

£000 £000 £000

0-05 275 188 76
plus lump sum of

1-15

1-15 139 90 44
plus lump sum of

36-4

05=-1 312 213 88
pltus lump sum of

15-2

1-18 18 N/A N/A
plus lump sum of

35-4

1-15 22 N/A N/A
plus lump sum of

35-4

1-15 19 N/A N/A
plus lump sum of

4-45

1-15 17 N/A N/A
plus lump sum of

3-35

1. Transfer values have been calculated in accordance with the Occupational Pension Schemes ({Transfer Value)

Regulations 1996

Inflation over the year has been 5 2%

3 " did not have suffictent service within the scheme to accrue any benefits in the penod to 31st March 2011

4 “increase In Inflaton” does not include a deduction for member contributions




Repoerting bedies are required to disclose the

relationship between the remuneration of the

highest-paid director in their orgarusation and
the median remuneration of the organisation’s
workforce

The total remunerat:on of the highest-paid
director in the Student Loans Company in the
year ended 31 March 2012 was £223,000
(2011, £250,000) This was 11 4 times

(2011, 13 3) the median remuneration of the
workforce, which was £19,538 (2011, £18,787)

No employees received remuneration In excess
of the highest paid director in ether 2011 or
2012

o2 oo

Highest paid 223,000 250,000
director’'s totat

remuneration

Median total 19,538 18,787
remuneration

Ratio 11.4 133

Total remuneration includes salary,
non-consolidated performance-related pay
and benefits-in-kind It does not include
employer pension contributions and the cash
equivalent transfer value of pensions
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The median calculation includes only employees
who were In a contract of employment with the
Student Loans Company on 31 March each year,
excluding non-executive Board Members as their
fee arrangements are not with the Company

All employees that have been included withun
the median calculation have had their total
remuneration adjusted to show the annualised
full-time equivalent, based on their contracted
hours at 31 March and where apphcable their
start date during the year.

The Student Loans Company was subject to the
Public Sector pay freeze in 2011/2012 Inline
with guidance, only employees earning £21,000
or less were exempt from this pay freeze Salary
increases were implemented to staff who met
this criterion in October 2011

S

Ed Lester
Chief Executive and Accounting Officer

4 July 2012
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GOVERNANCE STATEMENT

1. The Student Loans Company

The Student Loans Company 1s a non profit
making publicly funded private imited company
From its inception in 1989, the Company has
been wholly owned by the Secretary of State
for Business, {nnovation, and Skills, and the
Secretary of State for Scotiand. Since 1996,

the Company has also been an executive
non-departmental public body (NDPB) As

an NDPB the Company 1s required to adhere

to public sector standards, as outlined in
Managing Public Money in all its operations and
activittes It 1s also required to comply with the
requirements of the Companies Acts, 1985, and
2008, and to meet the requirements of good
governance.

The role of the two Government Shareholders 1s
to

¢ determine policy for student support, establish
and mamtain the legislative framework,

* sot the Company’s prime functions, its prime
strategic focus, business objectives and
specific operational targets,

* provide a resource budget and grant-in-aid to
enable the Company to operate effectively and
efficiently,

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

The Government Admunistrations contnbute to
the governance of the Company through the
Assessors, who attend Main Board meetings
on behalf of the Government Shareholders

The Assessors may also attend meetings of
sub-committees of the Board tc represent
shareholders, and make comments as
appropnate. Internal control and nsk update
reports are provided to the Audrit Committee and
the Main Board on a regular basrs, and as such
are considered by the Assessors

in accordance with guidance, where possible

the Company complies with the UK Corporate
Governance Code 2010 and also with Internal
Control Guidance for Directors on the Combined
Code {the Turnbull guidance), which underpins
proviston C2 of the Governance Code, although
this 1s expected to be updated tater this year.

It has also complied with the gurdance contained
within Managing Public Money, issued by

HM Treasury.

2. The Accounting Officer’s
Responsibilities

As Accounting Officer, | 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 resources for
which | am persenally responsible, in accordance
with the responsibilities assigned to me by

the Department for Business, innovation and
Skills (the Department), as described within the
Framework Document, and in accordance with
relevant HM Treasury guidance, in particular
the Financial Reporting Manuat (FReM), and
Managing Public Money.

This Governance Statement manifests how these
duties have been carried out during the course
of the year, and in parttcular provides infermation
on the Company's corporate governance and
nsk management arrangements.




3. The Company’s Governance Framework

3.1 The Main Board, Board Sub-Committees, Executive Management and Assessors

Ed Smith, Non-Executive Chairman November 2010  October 2013
Professor Dame Glynis Breakwell, Non-Executive Director March 2011 February 2014
David Edelman, Non-Executive Director August 2008 July 2014*

Willie Gallagher, Non-Executive Director Apnl 2010 March 2013

Rob Kennedy, Non-Executive Director June 2010 May 2013

Sally Smedley, Non-Executive Director August 2008 Apnl 2012*
Michael Yuille, Non-Executive Director Apnl 2010 March 2013

Ed Lester, Chief Executive May 2010 January 2013
Incependen: Extrna vamvsr of e v commitee | ||
lan Lee September 2011 August 2014

Executive Management

David Wallace, Deputy Chief Executive and Director of Strategic Development
Chris Andrew, Company Secretary

Les Campbell, Director of Finance and Admirustration

Derek Ross, Director of Operations

Gordon Simpson, Chief Information Officer

Jenifer Stirton, Director of Marketing and Communications

Taroub Zahran, Director of People and Transformation

Matthew Hilton, Director, Higher Education Student Funding, representing the Secretary of State for
Business , Innovation and Skuls

Martin Boyle, Head of the Higher Education and Learner Support Division, representing Scottish
Ministers**

* second term cf appointment

** second term of appointment, subsequently resigned on 30 Apnl 2012

** replaced by Tracey Slaven with effect from 1 May 2012
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Non Executive Board Members are appointed by
the Secretary of State for Business Innovation
and Skills and the Cabinet Secretary for
Education and Lifelong Learrming in the Scottish
Government. The Independent External Member
of the Audit Committes 15 appointed by the
Company.

They are appointed from a varety of
backgrounds on the basis of their skills,
knowledge and expenence gained in both

the public and private sectors in industry,
commerce and academic fields, with due regard
to gender diversity. They are all independent of
management and free of any business or other
relationships which could nterfere with the
exercise of their independent judgement.

Information on the remuneration of the Non-
Executive Board Members and Executive
Management 1s contained in the Company’s
Remuneration Report for FY 2011-12

In addition, biographical information on the
Non Executive Board Members and Executive
Management, together with a high level
organisation chart, can be obtained at

www slc co uk.

3.1.1 Main Board
The Main Board's pnmary responsibiiities are to

+ oversee the development and implementation
of the Company’s delivery strategy, ensuring
that it 1s consistent with the overall strategic
direction and the policy and resources
framework determined by the Government
Departments,

» ensure that the Government Departments are
kept informed of any changes that are likely to
affect the strategic direction of the Company,

« ensure that it receives and evaluates regutar
and timely information about the Company’s
performance against its aims, objectives,
performance targets and plans, ensunng
appropriate action 15 In hand to address any
areas of underperformance,

* ensure that any statutory or administrative
requirements for the use of public funds are
complied with, that the Board operates In
accordance with company law and within the
hmits of s delegated authornty, and that the
Board takes into account guidance i1ssued by
the Government Departments,

ensure that the Board receives and

reviews regular information concerning the
management of the Company, 1s informed in a
timely manner about any concerns about the
Company’s activities, and provides positive
assurance to the Government Departments
that appropnate action has been taken on such
concerns,

set up an Audit Committee chaired by an
independent Non-Executive Member,

assure tself of the effectiveness of the internal
control and nsk management systems and
that they are actively monitored and regulary
reviewed,

set up a Remuneration Committee which will
approve the objectives, performance measures
and remuneration terms for the Executive
Management Team,

= appoint, with the Responsible Minister’s
approval, a Chief Executive and, in
consultation with the Government
Departments, setting his or her performance
objectives, ensunng that remuneration terms
are linked to those objectives and give due
weight to the proper management and use of
public resources,

s appoint an Executive Management Team
to conduct the day to day business of the
Company, ensunng an appropnate balance of
skills and expenence,

= ensure that the Company’s responsibilities to
its staff are satisfactonly discharged

The Assessors have the nght to attend all

Main Board meetings and Sub-Committee
meetings on behalf of the shareholders
Executive Management are in attendance at
Main Beard meetings




3.1.2 Audit Committee

The Audit Committee supports the Board

on matters refating to internal control and
governance and assoclated assurance matters.
The current members of the Audit Committee are
Michael Yullle {Chair), Rob Kennedy and lan Lee,
who is an Independent External Member of

the Committee

3.1.3 Remuneration & Nominations
Committee

The Remuneration & Nominations Committee
supparts the Board on all aspects related to the
appointment and the remuneration of Executive
Directors, including the Chief Executive

Dunng FY 2011-12 the members were Sally
Smedley (Chair), Willre Gallagher and Professor
Dame Glymis Breakwell (from May 2011, prior
to this David Edelman was a member of the
Committee}
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3.2 Internal Governance Framework

Responsibility for controlling and monitonng
the Company's operational and financial
management resides with the Executive
Management Committee, which has pnmary
responsibility for setting the Company’s
strategic and business prionties and
objectives, in line with the strategies set out

by its stakeholders, as well as overseaing the
Company’s capacity and capability to deliver
in terms of available resource The Executive
Management Committee also leads in promoting
Company standards of values and behaviour
The Executive Management Commuttee i1s
supported by a number of internal sub-groups
and committees dealing with specific areas

of the Company’s business Decisions taken
by the sub-groups on reserved matters are
subject to approval at Main Board or Executive
Management Commuittes level, as appropnate

4. Overview of the performance of the Main Board and Board Sub-Committees

4.1 Attendance at the Main Board and Board Sub-Committees during FY 2011-12

Main Board Members

Ed Smith, Non-Executive Chairman

Professor Dame Glynis Breakwell, Non-Executive Director 10 -

David Edelman, Non-Executive Director
Wilke Gailagher, Non-Executive Director
Rob Kennedy, Non-Executive Director
Sally Smedley, Non-Executive Director
Michael Yuille, Non-Executive Director
Ed Lester, Chief Executive

Independent External Member of the Audit Com

lan Lee
Number of meetings held dunng the year

Main Board - 11
Audit Committee - 5

Number of meetings attended

Main Board Audit Remuneration
Commlttee Commitiee

;
10 - 1
9 - 2
9 5 -
10 - 2
11 5 -
11 - -

mittee

N/A 3 N/A

Remuneration & Nominations Committee — 2 (*Ed Smith was in attendance at these meetings)
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4.2 Main Board
Matters considered by the Main Board during
FY 2011-12 included

s consideration of the imphcations for the SLC
of the HE White Paper Putting students at the
heart of the system,

SLC's strategic plan and the future delivery of
student finance,

* a number of supporting strategies, pnncipaily
the ICT strategy to sustain and replace vital
infrastructure,

oversight of SLC’s operational services
and consideration of its delivery capacity
and capability as additional responsibilities
and activities are required by Government
Departments,

ongoing delivery of SLC's change programme
on behalf of the Government Adminustrations,

consideration of the Company's
accommodation strategy and its pension
scheme arrangements,

e reqgular reviews of the Company’s performance
and its key corporate nsks via the monthly
Chief Executive’s report and the supporting
Balanced Scorecard summary report.

Eleven Main Board meetings were held between
Apnl 2011 and March 2012. The Main Board
minutes can be found at www.slc.co uk

The Chairman is responsibls for the leadership
of the Main Board and ensunng its effectiveness
in all aspects of its role. As part of therr role

the Non-Executive Directors are expected

to constructively challenge the Exscutive
Management Team and to help develop
proposals on the Company's delwvery strategy
They are also expected to allocate sufficient
time to the Company to allow them to discharge
their responstbiities effectively. To support
these processes, the Main Board undertakes an
annual self-assessment of its effectiveness and
that of the Board Sub-Commitiees, as well as
the performance and any relevant development
needs of individual Non-Executive Directors,
including the Chairman.

The results of this annual self-assessment were
cansidered by the Main Board at its meeting in
May 2012,

4.3 Audit Committee

Matters considered by the Audit Committee
dunng FY 2011-12 included

» the audit of the Annual Report & Accounts
for FY 2010-11, incorporating the Company’s
accounting policies, which was recommended
by the Audit Committee for approval by the
Main Board,

= approval of the external audit strategy for
FY 2011-12,

* approval of the internal audit ptan for
FY 2011-12,

* review of quarterly internal audit summary
reports and annual audit opinmion on risk
management, governance and internal control
for FY 2011-12,

* consideration of progress made
on impfementing outstanding audit
recommendations, focusing on fundamental
and significant control weaknesses,

* review of the student support payment
accuracy audrt report,

» corporate information secunty and assurance,
* counter fraud management arrangements,
* corporate nsk management arrangements

Five Audit Committee meetings were held
between Apnl 2011 and March 2012. The
Company’s External Auditors were prasent at all
Audit Committee meetings, with the exception

of the meeting on 27 Juns 2011 that was held
solely to approve the Company’s annual report
and accounts, which had been considered in full
at the meeting on 14 June 2011 Internal Audit
was represented at all Audit Comrmittee meetings
by the Senior Internal Audit Manager.




4.4 Remuneration & Nominations
Committee

Matters considered by the Remuneration &
Nominations Committee dunng FY 2011-12
included

» prograssing the Chief Executive’'s contract
terms, objective setting and performance
review,

* the Executive Management Team’s pay, bonus
and reward terms,

* pre-planning for the recruitment of a new Chief
Executive in 2013,

* a review of the SLC Pension Scheme with
recommendations presented to the Main
Beard,

¢ Input to the Company's Annual Report
production focusing on the Remuneration
Report

Two Remuneration Committee meetings were
held between Apnl 2011 and March 2012,
Further infformation on the remuneration

policy for Main Board Members and for the
Executive Management Team i1s contained in the
Remuneration Report on pages 38 to 43

5. The Company’s Risk Management
arrangements

5.1 Risk profile

The Company manages a large portfolio of

nsks, reprasentative of the vanous challenges,
concerns and considerations that are both
internal and external to the business The system
for providing assurance I1s built on managing

the flow of information to and from risk owners,
the Risk Manager, the Executive Management
Committee and the Main Board
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This s achieved by facilitating a structure of nsk
identification, assessment and escalation, and
embedding this system into the culture of the
Company. Risks are scored against a ‘cautious’
nsk appetite, as agreed by the Main Board, and
in prachice the Company operates on a low nsk
toferance approach, with the SLC nsk sconng
matnx weighted to give particular significance
to nsks with a high impact. All risks that are
identfied are categornised against the business
objectives set out In the Company's Business
Plan, which can be found at www slc co uk

5.2 Risk Management Process

SLC operates a process of nsk identification
that 1s dependent on both ‘top-down' and
‘bottom up’ perspectives. The Executive
Management Team can flag nsks ether directly
to the Risk Manager or by way of the Company
Secretary, who provides regular feedback on
those internal board meetings not attended by
the Risk Manager. Managers can raise nsks
directly, either through their senior manager or
through attendance at one of the internal board
meetings attended by the Risk Manager or
Company Secretary. Risks are often identified
during discussions at these mestings, esther
ansing on the day, or as an agenda item tabled
by the Risk Manager or a representative from the
business. In addition, a number of regular forums
are in place within directorates which allow the
escalation of nsks to the corporate register or
the re-sconng of an existing nsk Risk owners
are at all times made aware of nsks under their
ownership and this extends to the members of
the Executive Management Team, who have full
knowledge of any high level {red RAG status)
corporate nsks within their area of responsibility
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5.3 Risk Reporting

A report summansing the key operational and
strategic nsk themes to the business and the
high level nsks and i1ssues that sit behind them
15 submitted to the Executive Management
Committee on a weekly basis, reported in
alignment with the business objectives. This
also highhghts relevant key headlines, such

as emerging risks or pertinent updates in the
context of organisation-wide nisk reporting.

The Executive Management Committee will
also receive risk reports relevant to the different
internal sub-group meetings that they either char
or attend. For greater visibility, the corporate
nsk summary 1s included in the monthly SI.C
Balanced Scorecard report that 1s presented

by me to the Main Board, which descnbes the
Company’s performance against the measures
and targets that are set out in our Annual
Performance and Resource Agreement (APRA)

5.4 Specific Risks

The key nsk themes under constderation at the
end of FY 2011-12 related to.

¢ service delivery (and the potential for
unpredictable customer and HEI behaviour in
AY 2012/13 following the HE policy changes
in England),mcluding the possible effect on
the profile of work following the introduction of
loans to part time students in AY 2012/13, and
the requirement to be ready to deliver FE loans
for England in AY 2013/14,

the Company’s ability to deliver its
transformation pregramme in support of
the corparate strategy, given the extended
approval processes within HM Government,

* a complex portfolio of concurrent change,
with associated pressures on the Company’s
capacity and capability and the requirement
for SLC to secure the required supply side
ICT development capacity to enable it to
deliver the full range of change requirements
(including the replacement of core systems and
the implementation of FE loans for England),
while working within the approval levels that
have been secured,

s overall ICT resilience, a number of existing
technology platforms are neanng end of lifs,
and are already out of manufacturer's support,
the need to have a fully developed and funded
ICT strategic plan, waith a high degree of focus
on ICT sustaiming activities,

= the need for the Company to ensure that 1t can
meet the required external information secunty
standards,

* the need for a robust disaster recovery and
business continuity solution,

6. The Company’s corporate governance
and internal control arrangements

6.1 Internal Control System

The Company's system of intemal control 1s
designed to manage nsk to a reasonable level
rather than to eliminate all nisk of falure to
achieve policies, aims and objectives, it can
therefore only provide reasonable and not
absolute assurance of effectiveness. It 1s based
on an ongoing process designed to identify

and pnientise the nsks to the achievement of
Company policies, ams and objectives, to
evaluate the likelihood of those nsks occurnng,
their mpact and the need to manage them
effectively The system of internal control has
been in place in the Company for the year ended
31 March 2012 and up to the date of approval of
the annual report and financial statements, and
accords with Treasury guidance.

As Accounting Officer, | have responsibility for
reviewing the effectiveness of the system of
internal control My review of the effectiveness
of the system of internal controd 1s informed by
the work of the internal auditors, the Executive
Board, the Finance & Governance Board {who
have the responsibility for the development and
maintenance of the internal control framework),
and comments made by the external auditors in
therr management letter and other reports.



| am advised on my review of the effectiveness of
the system of internal control by the Main Board,
the Audit Committee, the Executive Board, and
its sub-boards, and where approprate plans to
address weaknesses and improve in the system
of internal contrel are put in place

Sigruficant internal contro! issues are detaled in
the paragraphs below In each case a summary
of the 1ssue 1s provided, along with the
mitigating actions.

6.2 Issues that arose last year
(1.e. in Financial Year 2010-11)

The undernoted 1ssues were deemed to be of
concern in FY 2010-11, and an update on the
progress made in FY 2011-12 follows

6.2.1 Protection of Gustomer Data against
online fraud and phishing

The Company, in common with much of

the financial services industry, expenenced
increased attempts to target student finance
fraudulently dunng FY 2010-11

We take our responsibility to protect customer
data very senously, and continue to take robust
action to strengthen our control environment
where necessary in ine with best practice across
both Government and the financial services
sector Over the past year we have successfully
introduced a number of additronal preventive
and detective measures, which have reduced the
impact of phishing activity considerably during
FY 2011-12, As a result, we do not currently view
this to be a enitical concern.
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6.2.2 Security of personal data

Year 1 of a corporate Secunty Improvement
Pragramme 15 currently in progress to implement
a number of mitigation actions to further
strengthen controls on key systems, in order that
the Company may achieve compliance with the
requirements of HM Government’s Information
Secunty Framework, which i1s mandatory to SLC
as a tier 1 NDPB

Following a number of minor data losses over
the course of FY 2011-12, we have made good
progress to reinforce staff awareness of the need
to protect personal data, and are also assessing
what further steps need to be taken during FY
2012-13

6.2.3 Disaster Recovery

Work continues to develop the Company’s
overarching Business Continuity Management
strategy, incorporating a robust IT Disaster
Recovery (DR) Plan, and a number of tactical
and strategic solutions are being planned for
FY 2012-13.

6.2.4 Data Centre Capability

This issue links closely with the DR Strategy
descnbed above. ICT Data Centres are now
at capacuity, the Data Centre Strategy, recently
approved by BIS and the Cabinet Office, will
provide the best possible platform for SLC to
enabile its recommended IT DR Plan
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6.3 Issues that have arisen this year
(i.e. during Financial Year 2011-12)

No new issues arising withun FY 2011-12 remain
of concern.

6.4 Annual Audit Opinion - Satisfactory

The Annual Audit Optnion 1s based upon
Internal Audit findings to 18 June 2012 While a
number of significant and fundamental Issues
have ansen dunng the year, with the potential
to matenally impact upon the internal control
system, Management have progressed well in
implementing recommendations to mrtigate
these. The internal control, nsk management
and corporate governance systems operating
within SLC are currently ‘Satisfactory’, which

1s described in the Government Internal Audit
Standards as meaning that there 18 some nisk
that objectives may not be fully achieved, and
some improvements are required to enhance the
adequacy and / or effectiveness of the internal
control framework.

6.5 Summary

In summary, where key control Issues have been
identified, appropnate steps have erther heen
taken, or mitigations approprate to the nsks
have been identified, and recommendations
have been presentaed to remedy the situation

By order of the Board

.

Ed Lester
Chief Executive and Accounting Officer

4 July 2012
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DIRECTORS’ REPORT

The directors have pleasure in submitting their
annual report and the financial statements of the
Company for the year ended 31 March 2012,
The financial statements have been prepared

in accordance with the Companies Act and,

as appropnate, the Government Financial
Reporting Manual (FReM), and other guidance
1ssued by HM Treasury and the Secretary

of State of Business, Innovation and Skills
where the disclosure requirements of these go
beyond the Companies Act 2006. The financial
statements have been prepared and approved
by the Directors in accordance with International
Financial Reporting Standards as adopted

by the EU (Adopted IFRSs) and International
Financial Reporting Interpretations Committee
interpretations.

Statutory background and history

The statutory background of the Company 1s
provided within the Management Commentary
at page 6

Business Review

The information in the section entitled
‘Management Commentary’ on pages 5 to 37
has been provided in accordance with section
417 of the Companies Act 2006.

Dividends

The Company has no accumulated reserves and
accordingly the directors do not recommend the
payment of a dividend (2071 £Nil).

Directors and their interests

Ed Smith
Non-Executive Chairman

Ed Lester
Chief Executive

Professor Dame Glynis Breakwell
Non-Executive Director

David Edelman
Non-Executive Director

Willie Gallagher
Non-Executwe Chrector

Rob Kennedy
Non-Executive Director

Sally Smedley*
Non-Executive Director

Michael Yuille
Non-Executive Director

*Subsequently resigned on 30 April 2012,

For further information please see the
Governance Statement on pages 44 to 52.

All Non-Executive Directors are considered to
be independent

None of the Directors had any interest in the
shares of the Company throughout either the
year ended 31 March 2012 or 31 March 2011.
The Company 1s wholly owned by the Secretary
of State for Business, Innovation and Skills and
Secretary of State for Scotland

The Chief Executive I1s also the Accounting
Officer for the Company

The Secretary of State for Business, Innovation
and Skills was a shadow director of the
Company under Section 251 of the Companies
Act 2006 throughout the year




Non current assets

Full details of the movement in non currant
assets are given in Notes 10 and 11 to the
financial statements.

Employees

It 1s the Company's am to keep employees
informed about its affars and in particular
about those matters that affect them directly
The Company regularly issue all-staff emails,
provide corporate information via cascade and
feedback sessions, mantain a comprehensive
Intranet site and makes use of recorded
messages using “SLCiv" The Company has in
place a Partnership Forum with its recognised
trade union PCS and these mestings offer the
opportunrty to discuss and resolve
employment matters

The Company 1s an Equal Opportunities
Employer and was awarded the Double

Tick, Disability standard demonstrating our
commitments to disabled indmiduals and the
Bronze Award for Heatthy Working Lives.

More information on Employees 1s contained in
the Management Commentary on pages 5 to 37.

Retirement Benefits Scheme

Reference 1s made in Note 19 to the financial
statements to the operation and performance
of the Student Loans Company Retirements
and Death Benefit Scheme The Remuneration
Report contains specific drsclosures relating to
senicr management

Charitable donations

Dunng the year the Company made no chantable
donations (2011 £ Ni)

Creditor payment policy

The Company aims to pay suppliers within 30
days of receipt of involce or in accordance with
agreed terms and conditions, The Company
adheres to the principles of the Better Payment
Practice Code.
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Throughout the year, 99 per cent (2077 98 per
cent} of iInvoices were paid within agreed terms

(NB The figure above 1s for year on year
comparative purposes and 1s in line with the
contractual terms and conditions. In ine with
Government policy the Company endeavours
to pay all suppliers within 5 days from receipt)

At the year end our trade payables balance
owing to our suppliers was £846,000 Companng
thus balance with the aggregate amount invoiced
by suppliers in the year (£47,044,000) and
expressing this as a number of days gives an
indication of the average time we take to pay

our bills for the year ended 31 March 2012

our figure for 'creditor days’ was 6 6

(2011 171 9 days).

Information Losses

During the Financial Year 2011-12 we reported
four 1ssues to the Information Commissioner’'s
Office

1 A number of customers received their own
acknowledgement letter and secret answer and
password letter and a subsequent set of letters
for another apphcant

2 Personal nformation relating to 20 other
customers was disclosed to an indiiduafl

3. We 1ssued 56 emails relating to individual
DSA customers to the incorrect email address

4 An email was 1ssued to 8,400 applicants that
contained an attachment detalling the emat
addresses of all the email recipients.

The Company has sought to remediate these
1ssues through specific Data Protection and
Information Assurance trasning, and whera
appropnate the introduction of technical controls
to prevent further incidents,

We have recorded the loss of four items of
equipment, all devices were encrypted and not
carrying personal information.
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Corporate Governance

As an Executive NDPB, the Company’s control
framework 1s set out in the SLC Framework
Document The Framework Document refers
to the appropnate HM Government guidance
on corporate governance, including Managing
Public Money i1ssued in October 2007

As a matter of good practice the Company
has, since 1995, adopted published corporate
governance gutdehnes and has reported
accordingly in the annual diractors’ report

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 1998,
and subsequently the revised Codes in 2003
and 2006, and more recently the UK Corporate
Governance Code 2010, there are a number of
matters with which, due to its status as a NDPB,
the Company cannot comply The following
should therafore be noted

+ all appointments at Board level are made
by the shareholders consequently there 1S
no Nominations Committee responsible for
these appointments, although a Nominations
Committee 1s In place for appointments to the
Executive Management Team,

* there I1s no provision for re-election of members
of the Executive Management Team,

¢ remuneration of the Chairman 1s determined
by the shareholders including arrangements
relating to loss of office,

* remuneration packages of the Executive
Management Team do not include a significant
performance-related element,

* remuneration of the Non-Executive Directors 1s
set by the shareholders.

As defined within Managing Public Money, the
Accounting Officer 1s charged, in the Accounting
Officer Memaorandum, with maintainng a

sound system of internal control that supports
the achievement of the Company’s policies,
aims and objectives, and regularly reviewing

the effectiveness of that system Ha is also
responsible for the Governance Statement.

The Accounting Officer's Governance Statement
for the year ended 31 March 2012 1s provided
on pages 44 to 52

SLC Main Board

The SLC Main Board should ensure that
effective corporate governance arrangements
are in place that set out how the SLC is directed
and controlled and provide assurance on

rnsk management and internal control

The Board should demonstrate high standards
of corporate governance at all times and ensure
that best practice 1s followed conststent with
the Combined Code on Corporate Governance
and appropnate adaptations of Corporate
Governance in Central Government Departments
Code of Good Practice

The responsibiliies of the Mam Board are set
out in the Governance Statement

Remuneration

The remuneration for the Chairman and
Non-Executive Board members i1s determined
by the Secretary of State for Business,
Innovation and Skills and Scottish Ministers

The remuneration of the Chief Executive i1s
determined by the Board, subject to approval by
the Secretary of State for Business, Innovation
and Skills and Scottish Mirusters

The Non-Exscutive Board members are
appointed by the Secretary of State for Business,
Innovation and Skills and Scottish Ministers for a
fixed term appointment of three years, which can
be renewed once




Remuneration & Nominations Committee

Members of the Committee will be appointed by
the Main Board for an initial three-year term of
office after which they may be appointed for one
further term of office

Assessors have the nght to attend all Committee
meetings on behalf of the shareholders The
Main Board determines the membership

and terms of reference The Chair of the
Remuneration Commuittee will report back to

tha Main Board after each meeting as required,
and the minutes of Commuttee meetings will

be provided to the Main Board members for
information Remuneration Committee meetings
will normally be attended by the Chief Executive
and the Director of People and Transformation

For further information, please see the
Remuneration Report on page 38 and the
Governance Statement on pages 47 and 49

Audit Committee

The membership of the Commuttee consists of
at least three individuals 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 therr independent judgement

The Main Board has appointed an Independent
External Member of the Audit Committee,

who I1s appointed to the Committee but not

to the Mamn Board

The Audit Committee 1s responsible for

* the strategic processes for nisk, control
and governance, including the supporting
assurance framework,

» the accounting policies, the accounts, and
the annual report of the Company, ncluding
the process for review of the accounts prior
to submission to the Main Board for approval,
levels of error identified, and reviewing the
Board’s letter of representation to the
External Auditors,
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» the planned actinty 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 Framework
Document, Managing Public Money, stc),

» proposals for procuring internal computer
audit services and external audit services
(if appropnate), or for the purchase of
non-audit services from firms who provide
audit services,

the External Auditor's remuneration,
in coryunction with the Finance Director,

¢ fraud management policies and practices
and whistle-blowing processes,

= fraud monitoring and investigation activities
within the Company, by way of an Annual
Fraud Overview report that 1s prepared by
management,

« assurances relating to the adequacy of the
Company’s nsk management arrangements,

« provide input to the Remuneration &
Nominations Committee to assist its
deliberations on sentor staff performance as it
relates to effactive internal control, governance
and assurance.

Assessors have the nght to attend all
Committee meetings on behalf of the
shareholders The Main Board determines the
terms of reference of the Committee. The Charr
of the Audit Committea will report back to the
Main Board after each meeting as required,
and the minutes of Committee meetings will be
provided to the Main Board for information
Audit Committee meetings will normally be
attended by the Chief Executive, the Finance
Director and the Company Secretary.
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The Audit Committee will also penodically review
its own effectiveness and report on the results of
that review to the Main Board

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

Going concern

The Statement of financial position at 31 March
2012 shows net habihities of £9,861,000 (20717
£21,466,000) These llabilties anse as a result of
the inclusion of pension fund habdities falling due
in future years in accordance with the accounting
treatment required by |1AS19 Employee Benefits,
and a provision in respect of dilapidations arising
from the Company'’s leasehold commitments

To the extent that they are not to be met from
the Company’s other sources of iIncome, these
habilties may only be met by future grants or
grants-in-aid frem the Company’s sponsoring
departments This is because, under the normal
conventions applytng to the parliamentary
control over income and expenditure, such
grants may not be i1ssued (n advance of need

Grant-in-aid for Financial Year 2012-13,
taking into account the amounts required to
meet the Company’s liabilities falling due in
that year, has already been included in the
Department’s Estimates for that year, which
have been approved by Parliament, and there
1s no reason to believe that the Department’s
future sponsorship and future parramentary
approval will not be forthcoming It has
accordingly been considered appropnate to
adopt a going concern basis for the preparation
of these financial statements.

The net hability position presented in the balance
sheet i1s entirely a result of the recognition of
pension habilities and dilapidations provisions
There 15 no 1impact on the Company’s ability

to provide its services to ether 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
the Auditor

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 Audrtor is unaware, and each
Director has taken all the steps that he/she ought
to have taken as a Director to make himself/
herself aware of any relevant audit information
and to establish that the Company’s Auditor 1s
aware of that nformation.

Auditor

A resolution regarding the reappointment of
Audrtor to the Company was approved at the
July 2012 Main Board meeting

All non audit work undertaken by the Auditor 1s
approved by the Audit Committee Details of all
fees earned by the Auditor are provided in note
4a of the annual accounts

By order of the Board

L

Ed Lester
Chief Executive and Accounting Officer

21 St Thomas Street

Bristol

BS1 6JS

Registered Company Number 2401034

4 July 2012
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STATEMENT OF DIRECTORS’ RESPONSIBILITIES

IN RESPECT OF THE DIRECTORS’ REPORT AND

THE FINANCIAL STATEMENTS

The directors are responsible for preparing the
Directors’ Report and the financial statements In
accordance with applicable law and regulations

Company law requires the directors to prepare
financial statements for each financial year.
Under the Framework Agreement with the
Department of Business Innovation and Skills,
they are required to follow the pnnciples of

HM Treasury’s Financial Reporting Manual
2011-12 Consequently they have elected under
the Companies Act to prepare the financial
statements in accordance wrth IFRSs as adopted
by the EU and applicable law and to provide the
addrtional disclosures required by the Financial
Reporting Manual 2011-12 where these go
beyond the requirements of the Companies

Act 2006.

Under company law the directors must not
approve the financial statements unless they
are satisfied that they give a true and fair view
of the state of affairs of the company and of the
profit or loss of the company for that penod

In preparing these financial statements, the
directors are required to

¢ select sutable accounting policies and then
apply them conststently,

* make judgements and estimates that are
reasonable and prudent,

* state whether they have been prepared in
accordance with IFRSs as adopted by the EU,
and

+ prepare the financial statements on the
going concern basis unless it 1s inappropnate
to prasume that the company will continue
in business

The directors are responsible for keeping
adequate accounting records that are sufficient
to show and explain the company's transactions
and disclose with reasonable accuracy at any
time the financial position of the company

and enable them to ensure that the financal
statements comply with the Comparues Act
2006. 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 irregulanties

The directors are responsible for the
maintenance and integnty of the corporate and
financial information included on the company’s
website Legislation in the UK governing the
preparation and dissemination of financial
statements may differ from legislation in

other junscictions.
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INDEPENDENT AUDITOR'S REPORT TO THE

MEMBERS OF STUDENT LOANS COMPANY LIMITED

We have audited the financial statements of
Student Loans Company Limited for the year
ended 31 March 2012 set out on pages 62 to
93 The financial reporting framework that has
been applied in their preparation 1s applicable
law and International Financial Reporting
Standards (IFRSs) as adopted by the EU Where
appropnate, the company alse discloses that

it has followed the principles of HM Treasury's
Financial Reporting Manual 2011-12 and has
provided the additional disclosures required

by the Financiat Reporting Manual 2011-12
where these go beyond the requirements of the
Companes Act 2006.

In addition to our audit of the financial
staternents the directors have engaged us

to audit the information in the Directors’
Remuneration Report that is descnbed as having
been audited, which the directors have prepared
(in addition to that required to be prepared) in
order to comply with the requirements of HM
Treasury'’s Financial Reporting Manual 2011-

12 to include the information requirements of
Schedule 8 to the Large and Medium-sized
Compantes and Groups {Accounts and Reports}
Regulations 2008 (SI 2008 No. 410) to the extent
that they are relevant.

This report 1s made solely to the company’s
members, as a body, in accordance with
Chapter 3 of Part 16 of the Companies Act
2006, and in respect of the separate opimons
in relation to financial reguianty and the
Directors’ Remuneration Report, on the terms
that have been agreed. Our audit work has
been underiaken 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 opinions in
relation to financial regulanty and the Directors’
Remuneration Report, 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 responsibility to anyone other
than the company and the company’s members,
as a body, for our audit work, for this report, or
for the opmions we have formed

Respective responsibilities of directors
and auditor

As explained more fully in the Directors’
Responsibilities Statement set out on page 59,
the directors are responsible for the preparation
of the financial statements and for being
satisfied that they give a true and far view Our
responsibility is to audit, and express an opinion
on, the financial statements In accordance with
applicable law and International Standards on
Auditing (UK and Ireland) Those standards
require us to comply with the Auditing Practices
Board's (APB's) Ethical Standards for Auditors

Scope of the audit of the financial
statements

An audit involves obtaining evidence about

the amounts and disclosures in the financial
statements sufficient to give reasonable
assurance that the financial statements are

free from matenat misstatement, caused by
company'’s circumstances and have been
consistently applied and adequately disclosed,
the reasonableness of significant accounting
estimates made by the directors, and the overall
presentation of the financial statements

In addition we read all the financial and
nan-financiat information n the annual report and
accounts to identify matenai inconsistencies with
the audited financial statements. If we become
aware of any apparent matenal misstatements or
inconsistencies we consider the implications for
our report
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INDEPENDENT AUDITOR’S REPORT TO THE

MEMBERS OF STUDENT LOANS COMPANY LIMITED

Opinion on financial statements
In our opinion the financial statements

* give a true and fair view of the state of the
company’s affairs as at 31 March 2012 and of
its profit for the year then ended,

» have been properly prepared in accordance
with IFRSs as adopted by the EU, and

* have been prepared in accordance with the
requirements of the Companies Act 2006

Opinion on regularity prescribed by the
terms of our engagement

In our opinion in all matenal respects the
expenditure and income have been applied to
the purpose intended by Pariament and the
financial transactions conform to the authonties
which govern them

Opinion on other matters prescribed by
the Companies Act 2006 and under the
terms of our engagement

In our opinicon

» the part of the Directors’ Remuneration
report which we were engaged to audit has
been properly prepared in accordance with
Schedule 8 to the Large and Medium-sized
Companies and Groups (Accounts and
Reports) Regulations 2008 to the extent that
they are relevant, and

+ the information given in the Directors’ Report
for the financial year for which the financiaf
statements are prepared is consistent with the
financial statements

Matters on which we are required to
report

by exception

We have nothing to report in respect of the
following matters where the Companies Act 2006
requires us to report to you If, in our opinien

* adequate accounting records have not been
kept, or returns adequate for our audit have
not been recewved from branches not visited by
us, or

« the financial statements are not in agreement
with the accounting records and returns, or

« certain disclosures of directors’ remuneration
specified by law are not made, or

* we have not received all the information and
explanations we require for our audit

DJ Watt (Senior
for and on behalf of KPMG LLP, Statutory Auditor

utory Auditor)

Chartered Accountants
191 West George Strest
Glasgow

G221

4 July 2012
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Statement of comprehensive income
for the year ended 31 March 2012

Nofe

Revenue 3
Expenditure
Staff costs 5
Restructuring costs 5
Depreciation and amortisation
Other administrative expenses
Operating profit

/
Finance income 6
Finance costs 7
Net financing expense
Profit/{Loss) on ordinary activities before
taxation
Tax on result of ordinary activites 8
Profit/(Loss) on ordinary activities after
taxation
Other comprehensive income:
Actuanal gain recognised In gains and 19

losses

Total comprehensive income for the
period

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

The notes on pages 66 to 93 form an integral part of these financial statements

2012
£000

100,139

(57,825)
(24)
(3,499)
(35,955)

2,836

32

(456)

(424)

2,412

(1

2,411

10,137

12,548

2611
£000

91,533

(51,867)
(136)
(4,473)
(34,530)

527

23

(743)

(720)

(193)

17

(176)

904

728
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Statement of financial position
as at 31 March 2012

Note 2012 2011

£000 £000 £000 £000
Non-current assets
Property, plant and equipment 10 10,373 10,018
Intangible assets 11 518 933
Total non-current assets 10,891 10,951
Current assets
Trade and other receivables 13 7,263 9,204
Cash and cash equivalents 14 9,566 2,245
Income tax 2 -
Total current assets 16,831 11,449
Total assets 27,722 22,400
Current liabilities
Trade and other payables 15 (20,672) (15,393)
Financial habilities 17 {150) (368)
Provisions 18 (8) (13)
Income tax - (3
Total current habilities - (20,830) - {15,777}
Non-current assets plus net current assets 6,892 6,623
Non current habilities
Trade and other payables 15 (9,527) (6,365)
Financial labilities 17 - (180)
Provisions 18 (3,121) (8,245}
Retirement benefit obligations 19 (4,105) (13,299)
Total non current liabllitles {16,753) (28,089)
Net liabilities {9,861) (21,466)
Capltal and reserves
Called up share capital 22 - -
General reserve (9,861) {21,466)

Total equity {9,861) (21,466)

The notes on pages 66 to 93 form an integral part of these financial statements

These financial statements were approved by the Board of Directors on 4 July 2012 and were signed
an its behalf by

0

Ed l.ester

Chief Executive and Accounting Officer
Registered company number 2401034
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Statement of changes in equity
for the year ended 31 March 2012

Balance at 1 Apri 2011

Net profit

Total pension cost recognised in statement of
comprehensive Income

Employer contnbution in respect of retirement
benefit

Actuanal gam in retirement benefit obligations

Balance at 31 March 2012

Note Capital General Total
Reserve Equity
£000 £000 £000
- (21,466) (21,4686)
- 2,411 2,411
19
- (4,287) (4,287)
19 - 3,344 3,344
19 - 10,137 10,137
- (9,861) (9,861)




Statement of cash flow
for the year ended 31 March 2012

Cash flow from operating activities
Profit/(Loss) on ordinary activities after tax
Adustments for
Depreciation
Amortisation
Amortisation of deferred capital receipts
- Property, plant and equipment
- Intangible assets
Loss on disposal
Taxation
Finance costs
Finance income

Decrease/(Increase) in trade and other
recevables

increase in trade and other payables
(Decrease) in provisions

Cash generated from operating activities

Corporation tax paid
Corporation tax received

Net cash generated from operating
activities

Cash flow from investing activities
Finance income

Acquisition of property, plant and equipment
Proceeds from sales of property plant and
squipment

Net cash used in investing activities

Cash flow from financing activities

Capital funding received from funding bodies

Decrease in financial labilites
Finance interest paid

Net cash generated from financing
activities

Net increase in cash and cash
equivalents
Cash and cash equivalents at 1 Apnl

Cash and cash equivalents at 31 March

Note

10
11

16
16

M~

€
10

14

14

14
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£000

2,41

3,085
415

(2,492)
(415)

23

1

456
(32)

3,452
1,507

7,877
(5,130)

7,706

(6)

32
(3,472)
9

3,472
(398)
(22)

2012

£000

7,700

(3,431)

3,052

7,321
2,245

9,566

2011
£000 £000

(176)

4,058
415

(2,580)
(415)
16
(17)
743
(23)

2,021
(143)

3,543
(3,850)

1,571

(2)
13

1,582

23
(3,049)

(3,026)

3,049
(873)
(63)

2,13

669
1,576

2,245
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Notes to the financial statements
1 Accounting policies

Student Loans Company Limited 1s a company incorporated and domiciled in the UK The Company
15 wholly-owned by the Secretary of State for Business, Innovation and Skills and the Secretary of
State for Scotland

The financial statements have been prepared in accordance with the Companies Act and, as
approprate, the Government Financial Reporting Manual ('FReM’), and other guidance 1ssued by
HM Treasury and the Secretary of State for Business, Innovation and Skills where the disclosure
requirements of these go beyond the Companies Act 2006 The financial statements have been
prepared and approved by the Directors in accordance with International Financial Reporting
Standards as adopted by the EU (*Adopted IFRSs") and International Financial Reporting
Interpretations Committee interpretations

In these financial statements, there are no adopted IFRSs which are effective for the first ime which
have had a matenal effect on the financial statements therefore there has been no restatement of
comparatives

The following Adopted IFRSs have been 1ssued but have not been applied in these financial
statements Their adoption 15 not expected to have a matenal effect on the financial statements

= IFRIC 18 “Extinguishing Financial Liabibties with Equity Instruments”

* Amendments to IFRIC 14 IAS 19 “The imit on a defined benefit — assets, minimum funding
requirements and their interaction ™

*« Revised IAS 24 “Reiated Party Disclosure”

The accounting policies set out below have, unless otherwise stated, been applied consistently to all
penods presented in these financial statements

The financial statements were authonsed for 1ssue by the Directors on 4 July 2012

Measurement convention

The financial statements are prepared on the historical cost basis except that the following assets
and liabilibhes are stated at therr fair value

= financial instruments classified as fair value through profit or loss or as available for sale

* Assets under construction are valued at current costs  This 1s calculated by using the
expenditure incurred to date These are subject to iImparment review

« Completed assets are stated at depreciated replacement cost, as a proxy for fair value as
specified in the FReM |

Going concern

The terms of the framework document between the Secretary of State for Business, innovation and
Skills, the Emplayability, Skiils and Lifelong Learming Directorate of the Scottish Government, the
Department of Employment and Learning in Northern Ireland, the Department for Education and
Skills in the Welsh Assembly and the Company require that the Company shall conduct its affars
50 as to remain solvent within the total resources made available to it by the funding bodies

These financral statements have been prepared on this basis

The Company has negative equity at the statement of financial position date of £9,861,000

(2011 £21,466.000), ansing from its obligations in respect of the inclusion of retirement benefit
obligations falling due n future years in accordance with the accounting treatment required by IAS
19 Employee Benefits, and a provision in respect of dilapidations ansing from the Company’s
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leasehold commitments To the extent that they are not to be met from the Company’s other sources
of Income, these liabiities may only be met by future grants or grant in aid from the Company's
sponsoring departments This 1s because, under the normal conventions applying to the
parliamentary control over income and expenditure, such grants may not be 1ssued in advance of
need

Grant in aid for 2012-13, taking nto account the amounts required to meet the Company’s labilities
falling due Iin that year, has already been included in the Departments’ estimates for that year, which
have been approved by Parllament There 1s no reason to belleve that the Departments’ future
sponsorship and future parhamentary approval will not be forthcoming It has accordingly been
considared appropriate to adopt a going concern hasis for the preparation of these financial
statements

Unsold loans

In respect of unsold loans (1 e those administered on behalf of the funding bedies) and application
of IAS 39, neither the loans nor the related obligation to repay the funding bodies 1s included in the
financial statements of the Company since

(@) n accordance with the terms of the Company’s framework decument 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 16 5 of the framewaork document, there 1s an agreement between the Company
and the funding bodies that the Company 1s liable to transmit to these bodies only those
repayments which are actually made to the Company As a consequence, the Company Is not
liable for repayments due which ultimately may not be recovered

Use of estimates and judgement

The preparation of the financial statements in conformity with IFRS requires the Directors to make
Judgements, estimates and assumptions that affect the apphcation of accounting policias and the
reported amounts of assets, habdities, Income and expenses Actual results may differ from these
estimates

Estimates and underlying assumptions are reviewed on an ongoing basis Revistons to accounting
estimates are recognised in the period In which the estimates are revised and in any future periods
affected

Information about crtical jJudgements it applying accounting polictes that have the most significant
effect on the amounts recognised in the firancial statements s as follows

+ Finance leases
Finance leases are recognised in accordance with SIC 27, “Evaluating the Substance of
Transactions mvolving the legal form of a lease”, with an assumed interest rate of 6%

Information about assumptions and estimation uncertainties that have a significant nsk of resulting in
a matenal adjustment within the next financial year are included in the foliowing notes

*« Allowance on customer administration charges
Due to the nature of both the charges invoived and the customer portfolio, determining the level
of bad debt allowance needed against the administration and legal charges for customers In
default requires significant judgement The allowance 1s based on past portfolio performance
and assumes there will be no negative iImpact from legal challenges elsewhere 1n the industry to
the levying of such charges Were these judgements to prove incorrect the worst case scenano
15 that the full customer administration debtor of £2,182,000 (2011 £2,285,000) would prove
rrrecoverable and require an equivalent reduction In Income

&7
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*  Provisions
The dilapdations provision 1s based on external valuations provided by the Company's property
consultants The latest formal valuation was provided at March 2012 for the premises at
Glasgow, Apnl 2007 for the premises at Hillington and Colwyn Bay and July 2009 for the
premises at Darlington, however the Company has obtained confirmation from the property
consultants in March 2012 that these valuations remain relevant for the year ended 31 March
2012 Key assumptions are based on the lease expiry date, and lease stipulations on the
property candiion upon that expiry date

* Retiremeant benefit cbhigations
The Company’s retirement benefit obligations are based on external valuations provided
annually by the Company’s actuaries Key assumptions are based on current market conditions
and the discount rate applied, representing the interest rate used to determine estimated future
cash outflows anticipated to settle the Company's pension obligations

Income

a) Revenue recognition

Revenue 1s recogrised when the amount of revenue can be reliably measured, and where
probable future economic benefit will flow to the entity

b) Finance income

Finance income comprises Interest income on funds invested, and 1s recognised as 1t accrues in the
Statement of comprehensive income

Taxation

Tax on the profit or loss for the year compnses current and deferred tax Tax s recognised in the
Statement of comprehensive iIncome except to the extent that it relates to tems recognised directly In
equity, in which case it is recognised in equity

Current tax i1s the expected tax payable or recevable on the taxable income or loss for the year, using
tax rates enacted or substantively enacted at the statement of financial position date, and any
adjustment to tax payable in respect of previous years

Deferred tax, where applicable, is recognised in respect of all iming differences that have onginated
but not reversed at the balance sheet date Deferred tax assets are recognised to the extent that it
can be regarded as more likely than not that there will be suitable taxable profits from which the
future reversal of the underlying timing differences can be deducted




STUDENT LOANS COMPANY ANNUAL REPORT 2011-12

Value Added Tax (VAT) 1s accounted for in the financial statements, in that amounis are shown net of
VAT except

= rrecoverable VAT 1s charged to the Operating cost statement, and included under the
refevant expenditure heading, and

* rrecoverable VAT on the purchase of an asset 1s included in additions

The net amount due to, or from, HM Revenue and Customs In respect of VAT 1s included within trade
and other pavables within the Statement of financial posifion

Foreign currency

Transactions in foreign currencies are translated to the functional currency of the Company at the
foreign exchange rate ruling at the time of the transaction The financial statements are presented in
‘Pound Sterling’ (£), which is the Company’s functional and presentation currency The Company
does not ordinarnly enter into foreign currency transactions

Property, plant and equipment

Recognition

Property, plant and equipment are capitalised where 1t 1s held for use in delivering services or for
administrative purposes, it 1s probable that future economic benefits will flow to, or service potential
be provided to, the Company, it 1s expected to be used for more than one financial year, and the cost
of the item can be measured reliably

Measurement

ltems of property, plant and equipment are inttially measured at cost, representing the costs directly
attnbutable to the acquisttion or construction of the asset The cost of self-constructed assets
includes the cost of materals, direct labour and any other costs directly attnbutable to bringing the
assets to a working conditian for ther ntended use

All assets are measured subsequently at fair value as follows

» Assets under construction are valued at current costs This 1s calculated by using the
expenditure incurred to date These are subject to Impairment review

+ Completed assets are stated at depreciated replacement cost, as a proxy for fair value as
specified in the FReM

Revaluafion and impairment

The assets residual values and useful ives are reviewed, and adjusted If appropriate, at the date of
each Statement of financial position

Gains and losses on disposal of an item of property, plant and equipment are determined by
comparing the proceeds from disposal with the carrying amount of property, plant and equipment,
and are recognised within other administrative expenses in the Statement of comprehensive income

Depreciation

Depreciation 1s provided on all property, plant and equipment calculated so as to write off the cost of
each asset, other than assets under construction which are annually reviewed for impairment, less
estimated residual value, evenly over its expected useful life, as follows

Shont leasehold improvements - over the unexpired pencd of the lease

Computer and other electronic equipment - 3 to 5 years, or the lease penod where applicable
In-house computer development - over 5 years

Furniture, fixtures and fittings - over 8 years

Motor vehicles - over 3 years
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Intangible assets
Recognition

Intangible assets are recognised where the costs can be measured reliably and there 1s a clear future
economic benefit attnbutable from the asset that will flow through to the Company

Expenditure on research is not capitalised

Expenditure on development s capiialised only where alt of the following can be demonstrated in
accordance with 1AS 38

+ the project 1s technically feasible to the point of completion and wiil result in an intangible
asset for sale or use n the provision of services to customers,

= the Company intends to compiete the asset and sell or use it,
= the Company has the ability to sell or use the asset,
+ the intangible asset will generate probable future economic or service delivery benefits,

+ adequate finanoial, technical and other resources are available to the Company to complete
the development and sell or use the asset, and

+ the Company can measure reliably the expense attributable to the asset dunng development
Measurement

Intangible assets are internally generated assets without physical substance All intangible assets
recognised have finite useful lives, and are measured at cost less accumulated amortisation Cost 1s
defined as the direct tabour and other costs directly attnbutable to the devetopment of the intangible
asset

Websites that deliver services are assumed to be website developments that provide a means of
delivering specific services to customers in the payment and repayment of products within the
portfolio

Amortisation

Amartisation 1s calculated over the life of the asset Amortisation 1s recognised in the Statement of
comprehensive income on a straight-line basis over the useful life of intangible assets from the date
that they are available for use, since this most closely reflects the expected pattern of consumption of
the future economic benefits embodied In the asset The expected useful lives for the current and
comparative periods are as follows

Websites that deliver services - 5 years

Amortisation methods, useful lives and residual values are reviewed at the end of each financial year
and adjusted If appropnate

Deferred capital receipts

Funding, including capital grant in aid, receved from funding bodies for the purpose of acquisition of
property, plant and equipment and intangible assets, excluding the element relating to any capitalised
dilapidation provision, is credited to the deferred capital receipts account and is released to the
Statement of comprehensive income by amounts equal to the associated depreciation and
amortisation charge
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Financial instruments
a) Financial assets
Classification

Financial instruments fall into the following categones at fair value through Statement of
comprehensive Income, loans and receivables, and available for sale The classification depends on
the purpose for which the financial assets were acquired Management determines the classification
of its financial assets at imtal recognition

As at the date of the Statement of financial position, the Company has only the following financial
assets

Financial assets included in current assets, compnse ‘trade receivables’, 'prepayments and accrued
income' and ‘cash and cash equivalents’

Recognition and measurement

Financial assets are recognised when the Company becomes party to the contractual provisions of
the financial instrument  Financial assets are derecognised when the rights to receve the cash flows
from the assets have expired or have been transferred and the Company has transferred
substantially all nsks and rewards of ownership These assets are recognised at farr value less any
aftributable costs

Financial assets are assessed for indicators of impairment at each Statement of financial posstion
date Financial assets are mpaired where there 1s objective evidence that as a result of one or more
events that occurred after the inihal recognition of the financial asset, the estimated future cash flows
of the financial assets have been impacted Objective evidence of impairment of our trade and other
receivables includes significant financial difficulty of the counterparty or deltnquency in payment For
certain types of receivable an assessment for impairment 1s also performed on a collective hasis
where objective evidence of impairment includes past expenence of payment collection and the
impact of legal challenges on enforceability

Trade and cother receivatles principally represent the outstanding balances due in relation to
customer admimistration charges The carrymg amount of trade receivables is reduced through the
use of an allowance account Changes in the carrying amount of the allowance account are
recognised within the Statement of comprehensive income When a trade recevable 1s considered
trrecoverable it 1s wintten off against the allowance account Subsequent recovenes of amounts
previously written off are credited to other income within the Statement of comprehensive income

Cash and cash equivalents represents cash in hand, and deposits held with banks, excluding
deposits held in trust for the payments and repayments of student funding

b) Financial habilities

Classification

Financial habihties fall into the following categornies at fair value through Statement of comprehensive
income, and other financial hlabiities The classification depends on the purpose for the financial
habilities were 1ssued Management determines the classification of its financial habilies at initial
recognition

As at the date of the Statement of financial position, the Company has only the following financial
hablity

Other financial labihties included as current habiliies compnse ‘trade payables’ in the Statement of
financial position
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Recogmition and measurement

Financial habilities are recognised when the Company becomes party to the contractual provisions of
the financial instrument

A financial iability 1s removed from the Statement of financial position when it 1s extinguished, that 1s
when the obligation 1s discharged, cancelled or expired

Other financial habilities are recogrised at fair value through the Statement of comprehensive
income

Provisions

Provisions are recognised when
= There 1s a present legal or constructive obligation as a result of past events
* Iti1s more hkely than not that an outflow of resources will be required to settle the obligation,
and
*  The amount can be reliably estimated

Employee benefits
Short term benefifs

Short term employee benefit obligations are measured on an undiscounted basis and are expensed
as the related service 1s provided A lrability 1s recognised for the amount expected to be paid under
short-term cash performance related award if the Company has a present legal or constructive
obligation to pay this amount as a result of past service provided by the employee and the obhkgation
can be estimated reliably The cost of annual leave and flexible working ime entittement earned but
not taken by employees at the date of the Statement of financial position I1s recognised in the financial
statements to the extent that employees are permitted to carry forward leave to the following year

Defined benefit plan

A defined benefit plan i1s a post-employment benefit plan other than a defined contribution plan The
Company’s net obligation in respect of the defined benefit pension plan i1s calculated by estimating
the amount of future benefit that employees have earned in return for their service in the current and
prior penods, that benefit 1s discounted to determine its present value, and the farr value of any plan
assets (at bid price) are deducted The liabiiity discount rate 1s the yield at the Statement of financial
positton date on AA credit rated bonds denominated In the currency of, and having matunty dates
approximating to the terms of the Company’s obligations The calculation 1s performed by a qualified
actuary using the projected unit credit method When the calculation results 1n a benefit to the
Company, the recognised asset 1s imited to the present value of benrefits available in the form of any
future refunds from the plan, reduchons in future contnibutions to the ptan or on settlement of the plan
and takes into account the adverse effect of any mimimum funding requirements Actuanal gains and
losses that arise are recognised by the Company in the period they occur through the Statement of
comprehensive income

Other obligations

Termination benefils are payable when employment is terminated before the normal retirement date,
or date implied in contractual terms and conditions, or when an employee accepts voluntary
redundancy for these benefits The company recognises termination benefits when it 1s demonstrably
committed to either terminating the employment of current employees according to a detailled formal
plan without possibility of withdrawal, or providing termination benefits as a resuit of an offer made to
encourage voluntary redundancy
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Leases - Flnance

Leases of property, plant and equipment where the Company has substantially all the nsks and
rewards of ownership are classified as finance leases Finance leases are capitalised at the present
value of the minimum lease payments at the inception of the lease and a hability recognised for the
same amount Leased assets are depreciated over the shorter of the asset's useful ife and the lease
term Each lease payment s allocated between the pnncipal capital compenent and finance charges
The finance charges are allocated to each perod dunng the tease term so as to produce a constant
penodic rate of interest on the remaining balance of the lability

Interest on finance leases has been assumed at a rate of 6%, and 1s charged to the Statement of
comprehensive iIncome in the period to which the lease payment relates

Leases - Operating

Leases where the lessor retains substantially all the risks and rewards of ownership are classified as
operating leases Rental payments under operating leases are charged to the Statement of
comprehensive income in the penod to which they relate

Incentives wdentified as part of entering into lease contracts are deferred and recognised over the
penod of the lease

Segmental reporting

Operating segments are reported in a manner consistent with the internal reporting as provided to the
chief operating decision maker The chief operating decision maker, who 1s responsible for allocating
resources and assessing performance of the operating segments, has been identified as the Board of
Directors

Drrectors review performance based on three segments operating budget, programme budget and
other The operating budget represents day to day operating activibies undertaken by the Company
The programme budget represents additional activities undertaken by the Company in the financial
year to enhance the day to day activites On completion, these activities witl become part of the
operating budget in subsequent years Other consists of additional services that the company
provides to Higher Education Institutes and other stakeholders e g management information
services

Analysis of the ncome and costs by segment are deemed according to the activity based model
utilised by the company This model allocates costs and income to products provided by the
Company to the Department for Busmess, Innovation and Skills (England), the Department of
Employment and Learning in Northern Ireland, the Empioyability, Skills and Lifelong Learning
Directorate of the Scottish Government and the Department for Education and Skills in the Welsh
Assembly
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2 Segmental reporting

Segmental information can be analysed as follows for the reporting periods under review

2012 Operating Programme Other Total
budget budget

£000 £000 £000 £000
Segmental revenue
Grant in aid* 89,733 9,204 52 98,989
Administration fees received from third 19 - 876 895
parties
Other Income 255 - - 255
Total revenue 90,007 9,204 928 100,139

Segmental expenditure

Expenditure
England

- Mortgage Style Loans (4,695)

- Income Caontingent Repayments (13,208)

- Student Finance Loans / Grants (60,951)

- HEI Services Products ({108)

Tota! England (78,962} (6,701) (931) (86,594)
Northern Ireland

- Mortgage Style Loans (246)

- Income Contingent Repayments (597)

- Student Finance Loans / Grants (885)

- Further Education Services (602)

- HEI Services Products 4)

Total Northern Ireland (2,334) (523) (32) (2,8689)
Scotland

- Mortgage Style Loans (835)

- Income Contingent Repayments {1,299)

- Student Finance Loans / Grants (633)

Total Scotland (2,667) (54) - (2,721)
Wales

- Income Contingent Repayments {(775)

- Student Finance Loans / Grants (1,416)

- EMA (860)

- ALG (388)

- PTA (47)

- HEI Services Products {7)

Total Wales (3,493) (1,586) (20} (5,099}
Total expenditure (87,456) (8,864) (983) (97,303)
Operating profit 2,836

Segmental information after net expenditure before interest and tax has not been provided on the
basis that these costs are determined at corporate level and are not separately reportable to
management

An analysis of segmental assets has not been provided as this 1s not a measure which I1s reported to
management, on the basis that any allocation would be purely artficial and would not add value

* All Grant 1in Ad funding has been received from England the main funding body who subsequently
reclaim the costs from Northern Ireland, Scotland and Wales




2 Segmental reporting (Cont)
2011

Segmental revenue

Grant in aid*

Administration fees recewved from third
parties

Other income

Total revenue

Segmental expenditure
Expenditure
England
- Mortgage Style Loans
- Income Contingent Repayments
- Student Finance Loans / Grants
- HEI! Services Products
Total England
Northern freland
- Mortgage Styte Loans
- Income Contingent Repayments
- Student Finance Loans / Grants
- Further Education Services
- HEI Services Products
Total Northern Ireland
Scotland
- Mortgage Style Loans
- Income Contingent Repayments
- Student Finance Loans / Grants
Total Scotland
Wales
- Income Contingent Repayments
- Student Finance Loans / Granis
- EMA
- ALG
- PTA
- HEI Services Products
Total Wales

Total expenditure

Operating profit
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Operating Programme Other Total
budget budget

£000 £000 £000 £000

82,904 6,512 791 90,207

- - 1,006 1,006

- - 320 320

82,904 6,512 2,117 91,533
(6,234)
(12,199)
{55,490)

83

(74,006} (4,644) (902) (79,552)
(312)
(523)
(814)
{830)
(3)

(2,482) (346) (37) (2,865)
(1,211)
{1,241)
(600)

(3.052) - - (3,052)
{890)
(1,455)
(1,235)
(373)
(53)

7
(4,013) (1,464) (60) {5,537)
(83,553) (6,454) (999) (91,0086)

* All Grant in Add funding has been recewved from England the main funding bedy who subsequently
reclaim the costs from Northern Ireland, Scotland and Wales
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3 Revenue
2012 201
£000 £000
Grant in aid 98,989 90,207
Administration fees receivable from third parties 895 1,006
Other income 255 320
100,139 91,533

In accordance with the FReM, non departmental public bodtes are required to provide additional
analysis on the services for which a fee i1s charged Details of the bursary and scholarship schemes
that the Company operates are detailed betow

Bursary and scholarship schemes

The company supports Higher Education Institutes (HEIs) in England, Northern Ireland and Wales, In
providing mandatory and discretionary bursaries and scholarships to students by providing an
admenistration service HEIls may choose to subscrnbe into either Full Admimnistration service which
includes payment of the bursary or scholarship to the student or subscnbe to the Information Only
semvice

Financial objective

The main aim set by the funding bodies is to at least break even on bath Information Only and Full
Administration bursary schemes Any net surplus that i1s achieved will be reinvested to ensure
continued systems enhancement to improve efficiencies in the end to end process

2012 2011

£000 £000
Revenue 885 963
Expenditure (885) (798)
Surplus before tax - 165

The inclusion of the analysis of ncome and expenditure relating to services for which a fee 1s charged
1s provided to ensure compliance with the FReM, and not to comply with IAS 8
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4 Net expenditure before interest and tax

(a) This s stated after charging or (crediting)

2012 2011
£000 £000
Dilapidations provision (see note 18) (2,416) 113
Depreciation and amortisation — owned assets 2,943 2,564
Depreciation and amortisation — leased assets 557 1,909
Loss on disposal of fixed assets 23 16
Amortisation of deferred capital receipts (2,907) (2,995)
Directors’ remuneration 329 474
Auditor's remuneration, including expenses
Audit of these financial statements 40 39
Other assurance services 5 13
Other services relating to taxation 8 14
Operating lease rentals
Land and buildings 2,707 2,719
Computer and other equipment 914 1,232
{b) Directors’ remuneration
2012 2011
£000 £000
(restated}
Fees 101 110
Executive emoluments (including benefits in kind) 45 22
Compensation for loss of office - 89
Amounts paid to third parties in respect of directors’ services 178 250
Pension contnbutions 5 3
329 474

The remuneration of each individual director 1s analysed in the remuneration report
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5 Staff numbers and costs

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

2012 2011

Number of employees 1,920 1,857

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

The aggregate payroll costs were as follows

2012 2011

£000 £000

Wages and salanes 42,528 40,206
Social security costs 3,344 3,270
Pension service costs 3,827 3,709
49,699 47,185

Other staff costs 8,126 4,682
57,825 51,867

2012 2011

£000 £000

Restructuring costs 24 136
24 136

Other staff costs represent the additional cost to the company for contractors, and other
indirect staff costs
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The Company agreed and paid 2 (2011 102} exit packages n the year

disclosed in the table below

Exit package cost Number of Number of other Total number of
band compulsory departures exit packages
redundancles agreed by cost band

2012 2011 2012 2011 2012 2011

No No No No No No

< £10,000 1 1 - 13 1 14

£10,001 - £25,000 - - 1 30 1 30

£25,001 - £50,000 - 1 - 36 - 37

£50,001 - £100,000 - 1 - 22 - 23

£100,001 - £150,000 - - - 1 - 1

Total number of exit
packages by type 1 3 1 102 2 105
Total resource cost £001m £010m £0.02m £350m £003m £360m

on a cash basis

The relevant details are

Note 1 detaills the Company's policy on termination benefits under the heading employee benefits

The majonty of the other departures were conducted through a voluntary redundancy scheme

Redundancy costs have been paid in accordance with the Company’'s Redundancy Scheme,
the provisions of which are approved by HM Treasury The main severance terms of the scheme offer
one month’'s salary for up to five years service and two months’ salary for service thereafter, up to a

maximum of twenty four months’ salary

6 Finance income

Bank interest

2012
£000

32

32

2011
£000
23

23
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7 Finance costs

2012 2011
£000 £000
Finance lease interest charges 22 63
Pension interest charge 434 680
456 743
8 Tax on result of ordinary activities
2012 2011
£000 £000
Current taxation charge/{credit} for the penod at the small 1 (7
companies rate of 21% (2011 21%)
1 7

Tax 1s chargeable at 21% of the taxable profits arising on administration fees receivable from third
parties, after chargig the costs associated with the administration of that business, plus bank and
corporation tax repayment interest

The tax assessed for the period vanes from the standard rate of corporation tax in the UK (21% In

80

2011 and 2012) The differences are explained below

2012 2011
£000 £000
Profit/(Loss) on ordinary activities before taxation 2412 (193)
Profit/(Loss) on ordinary activities at small companies UK
corporation tax rate 507 (40)
Effects of
Losses not utilised i the current penod - -
Adjustment re prior year assessments 3 22
Amounts not subject to corporation tax (509) 1
Current taxation charge/(credit) for the penod 1 (17)
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9 Analysis of Net Expenditure by Programme and Administration budget

Income
Grant in aid

Administration fees
received from third
parties

Finance income
Other income

Total iIncome

Expenditure:
Staff costs
Running costs

Operating lease rentals
- land & buildings
Operating lease rentals
- computer & other
equipment

Interest charges

Non-cash items
Depreciation &
amorttsation — owned
assets

Depreciation &
amortisation — leased
assels

(Profit)/loss on disposal
or property, plant and
equipment
Amortisation of deferred
capital receipts

Dilapidations provision

Total expenditure

Net expenditure after
interest

2012 2011

£000 £000

Programme  Administration Total Programme Adrministration Total

98,989 - 98,989 90,207 - 90,207

585 300 895 312 694 1,006

21 11 32 7 16 23

167 88 255 99 221 320

99,772 399 100,174 90,625 931 91,556

(32,494) (25,355) (57,849) (26,572) (25,431) (52,003)

(30,426) (7,207) (37,633)  (13,079) (20,366) (33,445)

(1,904) (803} (2,707) (505) (2,214) (2,719)

(884) (30) (914) (65) (1,167)  (1,232)

(434) (22) {456} (63) (680) (743)

(2,180) (763)  (2,943) (795) (1,769)  (2,564)

(413) (144) {557) (592) (1.317) (1,909)

{23) - (23) - (16) (16)

2.807 - 2,907 1,312 1,683 2,995

- 2,416 2,416 - (113) (113)
(65,851) (31,908) (97,759)  (40,359) {51,390) {91,749)

33,921 (31.509) 2,412 50,266 (50,459) (193)
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10 Property, plant and equipment

Cost

At 1 Apnil 2011
Additions
Disposals

At 31 March
2012

Depreciation
At 1 April 2011
Charge for year
On disposals

At 31 March
2012

Net book vaiue

At 31 March
2011

At 31 March
2012

Included in computer and other electronic equipment are items held under finance leases with a net

Assets
under
construction

£000

91

91

M

Short Computer Furniture, Motor Total
leasehold and other fixtures vehicles

improvements electronic and
equipment fittings

£000 £000 £000 £000 £000

7,674 23,860 2,876 23 34,433

1,614 1,346 401 20 3,472

(184) (1,515} (9) {23) {1,731)

9,104 23,691 3,268 20 36,174

3,751 19,613 1,030 21 24415

805 1,935 339 [$) 3,085

(161) (1,508) (9) 21) (1.699)

4,395 20,040 1,360 6 25,801

3,923 4,247 1,846 10,018

4,709 3,651 1,908 14 10,373

book value of £244,797 (2011 £736,004), net of accumulated depreciation of £10,480,184 (2011

£9,774,938)

In the opinion of the directors there 1s no matenal difference batween the net book values disclosed

above and therr fair value
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11 Intangible assets

2012
£000
Cost
At 1 April 1,764
Additions -
At 31 March 1,764
Amortisation
At 1 Apni 831
Charge for year 415
At 31 March 1,246
Net book value
As at 1 Apnl 933
As at 31 March 518

The intangible asset represents the internal development costs incurred for the creation of the
repayment website which was brought into service in June 2008

Amortisation for the website 1s recognised as a charge in the Statement of comprehensive income
The website has a remaining life of one year three months
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12 Financlal instruments

As the cash requirements of the Company are met through grant in aid provided by the Department
for Business, Innovation and Skills, financial instruments play a more limited role in creating and
managing nsk than would apply to a non-public sector body The majonty of financial instruments
relate to contracts to buy non-financial tems in ine with the Company’s expected purchase and
usage requirements and the Company i1s therefore exposed to little lquidity or market nsk  Credit nsk
exists for trade and other raceiwvables, which are detailed in Note 13

Credit risk

Credit nsk anses from cash and cash equivalents, deposits with banks and other institutions, as well
as credit exposure to customers

For banks and other institutions, only independently rated parties with a minmum rating of ‘A’ are
accepted

Credit nsk I1s the risk of financial loss to the Company If a customer fails to meet their contractual
oblgations, and anses principally from the Company’s receivables from customers’ administration
charges The Company operates an allowance account to mimimise the amount of credit risk that it 1s
exposed to, with any movements being credited to the net expenditure As there 1s no fixed
repayment date for customer administration charges it 1s not possible to provide an ageing of this
debt, allowance has been made for credit nsk based on historical portfolio performance

Other trade receiwvables principally comprise the sums due from third party portfolio adrmsristration
and higher education institutions for the bursary administration service 98% of other trade
receivables are not older than 3 months and do not represent any credit nsk

The Company’s maximum sxposure to credit nsk as at 31 March 20121s £11,508,000 (2011
£11,435,000)

Liquidity nisk

Liquidity nsk s the risk that the Company will not be able to meet its financial obligations as they fall
due Liquidity nsk 1s managed by ensunng that enough funds are available to meet llabihties as they
falldue The Company's main source of Income 1s grant in aid as spectfied above

Analysis of when trade and other payables fall due 1s provided in note 15
Market and currency risk

Financiai assets and habilities are generated by day to day activities and are not held to manage the
nsks facing the Company in undertaking its activites

The financial statements are presented in ‘Pound Sterling' (£), which is the Company’s functional and
presentation currency The Company does not ordinanly enter into fereign currency transactions

2012 2012 2011 2011

Book Value Fair Value Book Value Farr Value

£000 £000 £000 £000

Trade receivables 7,263 7,263 9,204 9,204
Cash and cash equivalents 9,566 9,566 2,245 2,245
Trade payables due within 1 year 20,672 20,672 (15,393} (15,393)
Trade payables due after 1 year 9,527 9,527 (6,365} (6,365)

The carrying value approximates to the fair value due to the short matunty of the instruments
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13 Trade and other receivables

2012 2011
£000 £000 £000 £000

Customer administration charges - gross 10,019 10,085
Allowance on customer adminmstration (7,837) (7.800)
charges
Customer administration charges - net 2,182 2,285
Other trade recevables 1,431 1,245
VAT - 765
Prepayments and accrued mcome 3,650 4,909

7,263 9,204
Customer administrative charges have no fixed repayment date and so it 1s not possible to Wdentify
how much of the balance 1s expected to be recovered in the next 12 months
14 Cash and cash equivalents

2012 2011

£000 £000
Balance at 1 April 2,245 1,576
Net increase in cash and cash equivalents 7,321 669
Balance at 31 March 9,566 2,245
The balances at 31 March were held at
Commercial bank accounts 29 (117)
Government banking scheme accounts 9,520 2,362
Cash vouchers 17 -
Balance at 31 March 9,566 2,245

At 31 March 2012 £44,456k (2011 £52,918k) was held in trust on behalf of third parties
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15 Trade and other payables

Amounts falling due within one year
Balances with central government bodies”
VAT

Other taxation and social security

Trade payables

Accruals and deferred income

Deferred capital receipts

Amounts falling due after more than one
year*

Accruals and deferred income

Deferred capital receipts

16 Deferred capital receipts

At 1 Apnil

Receivable for the year
Cradited to statement of
comprehensive iIncome

At 31 March

17 Financfal liabilities

Amounts falling due within one year:
Finance leases

Amounts falling due after more than one
year
Finance leases

2012
£000

7,846
2,801
1,059

846
4,953
3,167

20,672

—_——

2,426
7,101

9,527

2011
£000

6,050

1,059
1,456
3,490
3,338

15,393

—

6,365

6,365

2012 2011
Intangible Property Intangible Property
assets plant and assets plant and
equipment equipment
£000 £000 £000 £000
933 8,770 1,348 8,301
- 3,472 - 3,049
(415) {2,492) (415) (2,580)
5§18 9,750 933 8,770
2012 201
Note £000 £000
21 150 368
150 368
21 - 180
- 180
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18 Provisions

Legal Clams Dilapidations Total

£000 £000 £000

At 1 Apnil 2011 13 8,245 8,258
Arising 1n year 8 168 176
Amounts reversed unutihsed {13) (5,292) (5,305)
At 31 March 2012 8 3121 3,129

The proviston for legal claims represents the estimated settiement cost to the Company for ongoing
legal actions against the Company The provision has been made on the basis of the best estimate,
based on the value of the claims made and the circumstances surrounding the clams The claims
are stili ongoing, although it is anticipated that they will be settted by 31 March 2013

The prowvision for ditapidations represents the estimated settlement cost to the Company of the
dilapidations clauses included in its property leases These costs are expected to be incurred on the
termmnation of the property leases as follows August 2014, £451,000, Apnl 2018, £1,071,000 and
December 2023 £1,599,000 The provision has been made on the basis of the best estimate using
independent professional assessments

The Company has entered 1nto an extended lease an one of the premises in 2012, the revised terms
of this lease has resulted in £5,292,000 of the dilapidations provision being reversed as unutilised
£2,584,000 has been recognised within the Statement of comprehensive iIncome, the remaining
£2,708,000 has been accounted for as a lease incentive, transferred to accruais and deferred
income, and will be released through the Statement of comprehensive Income equally over the life
of the lease

a7
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19 Retirement benefit obligation

The Company operates the Student Loans Company Limited Retmement & Death Benefits Scheme for all
permanent stafl which 1s a defined benefits scheme that provides benefits based on final pensionable
salary The assets of the scheme are held separately from those of the Company, being invested by the

Trustees of the scheme

Change 1in benefit obhgation
Benefit obligation at beginning of year
Service cost

Interest cost

Plan participants’ contnbutions
Actuanal gain

Benefits paid

Benefit obligation at end of year

Analysis of defined benefit
obligation
Plans that are wholly or partly funded

Change in plan assets

Fair value of plan assets at beginning of year
Expected return on plan assets

Actuanal (loss)/gan

Employer contnibutions

Plan participants contributions

Benefits paid
Fair value of plan assets at end of
year

Amounts recognised in the Statement of financial

position

Present value of funded obligations
Farr value of plan assets

Deficst for funded pians

Net hability

Amounts in the Statement of financi:al position

Liabiiiies
Assets
Net hability

2012
£000

48,418
3,853
2,741
1,281

(11,045)
(487)

44,761

44,761

44,761

35,119
2,307
{908)
3,344
1,281
(487)

40,656

44,761
40,656

4,105

4,105

4,105

4,105

2011
£000

42,406
3,709
2,491
1,235
(648)
(775)

48,418

48,418

48,418

29,394
1,811
256
3,198
1,235
(775)

35,119

48,418
35,119

13,299

13,299

13,299

13,299
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2012 2011
£000 £000 £000 £000
Components of pension expense
Current service cost 3,853 3,709
Interest cost 2,741 2,491
Expected return on plan assets (2,307) (1.811)
434 680

Total pension cost recognised in the Statement
of comprehensive income 4,287 4,389
Actuanal (gain} immediately recognised (10,137) (904)
Total recognised in the Statement of
comprehensive income (10,137) (904)
Cumulative amount of actuarlal {gain) / loss
immediately recognised {593) 9,544
Plan assets
The weighted average asset allocation at the year-end was as follows
Asset category 2012 2011
Equities 71% 69%
Bonds 29% 30%
Cash - 1%

100% 100%
Amounts included In the fair value of asset for. £000 £000
Equities 28,866 24,142
Bands 11,790 10,555
Cash - 422

To develop the expected tong-term rate of return on assets assumption, the company considered the current
level of expected returns on nsk free investments (pnmarly government bonds), the historical level of the
nsk premium associated with the other asset classes in which the portfolio 1s invested and the expectations
for future returns of each asset class The expected return for each asset class was then weighted based on
the target asset allocation to develop the expected long-term rate of return on assets assumption for the
portfolio This resulted in the selection of a 5 0% assumption for the 2012/13 pension expense

2012
£000
Actual return on plan assets 1,399

Weighted average assumptions used to determine benefit obligations
at

2012
Discount rate 520%
Rate of compensation increase 350%
Rate of increase of pensions in payment 3.10%
Rate of price inflation (RPI) 3.30%
Rate of price inflation (CPI) 2.50%

2011
£000

2,067

2011
540%
4 75%
3 30%
3 50%
2 80%
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Welghted average life expectancy for mortality tables used to determine benefit obligations at:

2012 2011
Male member age 65 (current ife expectancy) 22.70 2160
Femate member age 85 (current Iife
expectancy) 22,90 2210
Male member age 45 (life expectancy at
age 65) 24.50 2350
Female member age 45 (life expectancy at
age 65) 24 80 2390

Weighted average assumptions used to determine pension expense for year ended

2012 2011
Discount rate 5 40% 560%
Expected long-term return on plan assets 6 20% 5 80%
Rate of compensation increase 4.75% 4 95%
Rate of increase of penstons 1n payment 3 30% 370%
Rate of price inflation (RPI) . 350% 370%
Rate of pnce inflation (CPI) 2.80% -

Sensitivity analysis’
Statement of Financial Activity

The funded status of the Scheme and the amounts recognised as a Caompany hability at 31 March 2012 are
compared to the corresponding amounts with a 0 25% p a reduction in the discount rate, a0 25% p a
increase to the inflation rate (RPI) and an additional 1 year of assumed Iife expectancy as shown in the
following table Each change 1s shown independently with alt other assumptions held constant

31 March 31 March 31 March 31 March

2012 2012 2012 2012

(Life
(Preliminary) (Discount) (Inflation) Expectancy)
Discount rate 520% 4.95% 5 20% 520%
Inflation (RPI) 3 30% 3.30% 3 55% 330%
£000 £000 £000 £000
Benefit obligation 44,761 48,228 47,209 45,949
Fatr value of plan assets 40,656 40,656 40,656 40,656
Deficit / (surplus) 4,105 7.572 6,553 5,293

Effect of asset mitation and minimum

funding requirement - - - -
Net hability/(asset) recognised 4,105 7,572 6,553 5,293
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Statement of comprehensive income

The preliminary estimate of the penston expense for the financial year to 31 March 2012 1s compared to the
corresponding amounts with a 0 25% p a reduction in the discount rate, a 0 25% p a increase to the
inflation rate (RPI) and an additional 1 year of assumed life expectancy I1s shown i1n the following table Each
change 1s shown independently with all other assumptions held constant

31 March 31 March 31 March 31 March
2012 2012 2012 2012
{Initial} (DIscount) (Inflation}  (Life Expectancy}
£000 £000 £000 £000
Current service cost 2,210 2,539 2,541 2,283
Interest cost 2,408 2,472 2,544 2,472
Expected return on plan assets (2,141) (2,141) (2,141) (2,141)
Effect of asset imitation and
mimmum funding requirement - - - -
Total 2477 2,870 2,944 2,614
History of defined benefit obligations, assets and expernence gams
and losses
Financlal year ending in
2012 2011 2010 2009 2008
£000 £000 £000 £000 £000
Defined benefit obligation 44,761 48,418 42,406 23,680 30,590
Fair value of plan assets 40,656 35,119 29,394 18,102 19,364
Deficit 4,105 13,299 13,012 5578 11,226
Difference between actual and expected return on scheme
assets
amount (£000) 208 (256) (5,826) 6,179 2,310
percentage of plan assets 2% -1% -20% 34% 12%
Experience gains and (losses) on scheme hiabiliies
amount (£000} (1,704} (435) 354 (204) 5
percentage of plan hiabilities -4% -1% 1% -1% 0%

Contributions

The company expects to contribute £3,494,000 to its penston plan n the financial year ending 31 March

2013
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20 Financlal commitments

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

Operating leases amounts falling due

Within one year
in the second to fifth years inclusive
in over five years

The operating leases in respect of the land and builldings are guaranteed by the Secretary of State for

Business, Innovation and Skills

At 31 March 2012 the Company had placed contracts for the purchase of fixed assets totaliing

£153,589 (2011 £Ni)

21 Finance leases

Finance lease labilittes are payable as follows

Due

Within one year

In the second to fifth years inclusive
In over five years

Less

Finance charges allocated to future
penods

Maintenance charges allocated to
future periods

Presant value of mimimum lease
penods

Land and Other
buildings
2012 2011 2012 2011
£000 £000 £000 £000
70 70 75 91
3,735 5,192 1,035 67
25,446 6,721 - -
29,251 11,983 1,110 158
2012 2012 2011 2011
Minimum PV of Minimum PV of
lease minimum lease minimum
payments lease payments lease
payments payments
£000 £000 £000 £000
151 150 434 368
- - 183 180
151 150 617 548
(1) (23)
- (46)
150 548

All finance lease labilities relate to computer and other etectronic equipment, with matunties prior to

31 March 2013 An assumed interest rate of 6% has been used on all finance leases
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22 Called up equity share capital

2012
£
Authorised
100 ordmary shares of £1 each 100
Allotted, called up and fully pald
10 ordinary shares of £1 each 10

23 Controlling parties

The Company is wholly owned by the Secretary of State for Business, Innovation and Skills and the
Secretary of State for Scotland

24 Related party transactions

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

During the year, the Company had varous matenal transactions with the above departments The
grant in aid funding received 1s detailled i note 2

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

25 Statement of loans administered by the Company

Funding for the purpose of making loans to students i1s received by the Company from the
Department for Business, Innovation and Skills, the Student Awards Agency for Scotland, the
Department for Employment and Learning in Northern Ireland and the Department for Education and
Skills in the Welsh Assembly

As at 31 March 2012 the total balance of the loan portfolic administered by the Company on behalf of
the funding bodies was £46,831,709,000 (2011 £ 41,195,331,000), which excludes all non repayable
student support

2011

10

o

1

o
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INDEPENDENT ASSESSORS’ ANNUAL REPORT

1. Introduction

1 1 On 6th May 2009 the Minister of State for
Higher Education and Intellectual Property
appointed us as Independent Assassors for
Higher Education Student Finance Appeals
and Complaints Cur appointments are due to
expire this year but we have each been invited
to continue In this role for a further pernod

of three years starting in May 2012 and we
have all accepted that mvitation. These are
statutory appointments made under s23(6) of
the Teaching and Higher Education Act 1998,
Loans transferred to the private sector, if they
do not fall within the remit of the Financial
Ombudsman Service, may be referred to us, as
may complaints in respect of the older mortgage
style loans.

1 2 Our decisions are binding on the Student
Loans Company (SLC) unless the SLC i1s directed
otherwise by the Secretary of State A protocol
has now been established by which SLC provide
the Department for Businass, innovation and
Skills (BIS} with a summary of an appeal or
compiaint at the same time as the papers are
sent to the Independent Assessor (IA). Officials
in the Department will then submit wntten
comments If there are legal 1ssues or policy
guidance which are relevant In the event that
BIS does not agree with our recommendations, it
advises the Secretary of State accordingly, who
decides whether or not our recommendation
should be implemented. Dunng 2011-12, the
Secretary of State intervened in four cases to
instruct SLC not to foliow our recommendations
All of our other recommendations have baen
accepted We now routinely explain this to every
appellant or complainant referred to us.

1 3 In our terms of reference we are required to
bnng independent decision making to bear on
appeals and complaints cases referred to us by
SLC and to uphold the prnciples of pubhc hife
{the Nolan Pnnciples) in our work. As part of that
accountability we are required to make a report
to Ministers and to the Board of the SLC for the
year ending 31 March summansing our activities
over the year and making recommendaticns
about areas for mprovement ansing from our
casework This report therefore deals with cases
dealt with by us pnor te 31 March 2012

1.4 This year we have had the benefit of

the appointment by SLC of an Independent
Assessors Liaison Officer and we would like

to express our appreciation for the assistance
provided by her in ensuring we have speedy
access to alf the nformation necessary to
complete our reviews. We are undertaking a
trial of receiving files electronically through a
secure onhine file sharning system which offers
benefits to SLC in reducing costs of transporting
and stonng paper files There both advantages
and disadvantages to this method of receving
information from our point of view and we will
report to SLC on our expenence after a surtable
tnal penod.




2. Caseload
2 1 The SLC defines a complaint as
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“an expression of dissatisfaction, however made to an organisation, related to its products or
the complaints-handiing process itself, where a response or resolution is explicitly or implicitly

expected”

An appeal i1s defined as

“a formal request to Student Finance (England) asking us to review our decision either on
whether you are entitled to financial help or on the amount of funding we have awarded you.”

2 2 Dunng the year we reviewed 51 complaints and 49 appeals A companson with 2009-10 and

2010-11 may be seen Iin the table below

SLC Decision Upheild Appeal/Complaint Total
Upheld

10 49
25 59

2011-12 39
2010-1 34
2008-10 5
2011-12 -
2010-11 6
2003-10 3

2 3 One of the problems that we have noted

In the previous years was that there was
sometimes a problem i identifying whether a
customer was making a complamt or an appeal
or both SLC implemented a system whereby
appeals staff would also deal with any bastc
complaint ansing alongside an appeal, but would
refer any complex complaints to the appropnate
team Complaints staff would then identify an
appeal and refer it as such, even if the request
was expressed as a complaint When looking

at the figures above # 1s worth recogmsing that
some of the cases we have considered this year
have been referred as compiaints but could also
be brought under the defimtion of appeal

This 1s particularly true of cases relating to the
Repayment of Teachers Loans scheme (RTL)
where a complaint has been registered when a
customer who had previously been accepted
onto the scheme has been removed, usually
due to falure to comply with the requirements to
notify changes of circumstances.

2.4 Last year we commented on improvements
in the quahlty of the information relating to the
complaints and appeals procedures on the
website It may be that this has had the effect of
rarsing awareness of the Independent Assessor’s
function and may have contributed to the
increase In complaints being escatated to stage
three of the process Customers now frequently
quote from the information available on the
internet including references to the Practitioners
guidance.
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3. Appeals

3.1 This year has seen a reduction in the number of appeals reported on by Independent Assessors,
from 59 1n 2010-11 to 49 in 2011-12. We noted that an increase in 2010-11 was partly due to the
completion of the transfer of the assessment process from the Local Education Authonties (“LEAs") to
the SLC. The fact that the level has not dropped back to the level of 2009-10 may also be a reflection
of clearer signposting to the customer of the Independent Assessor role In August 2010, the SLC
restructured the appeals process and this improvement appears to have continued to result in a

smoother route through the process in 2011-12.

3.2 The table below sets out the broad categories of appeal

Appeals by subject matter Number of Appeals
2010-11 2011-12

Migrant workers

Equivalent Level Qualifications/Previous Study
Residency

Independent Status

DSA

Cther {Assessment, eligibility, unfitness)

15 7
14 9
15 21
3 3
2 0
10 9

o |- J-

Of the appeals this year we recommended that 10 of the appeals be upheld and in four of those cases
our view was not followed by SLC on the advice of BIS Two of those cases related to the definition
of ordinary residence and one to migrant worker status The remamning one concerned the recovery of

maintenance grants.

3 3 The three largest categones of cases remain
the same this year though there has been a
sigrnuficant shift in the balance between them
The number of appeals relating to EU migrant
workers has dropped significantly A number
of the appeals last year resulted from cases
where earher decisions made by Local Education
Authorties, were subsequently reviewed by the
SLC’s migrant worker team and found to be
incorrect, As those cases where LEAs carned
out the assessments work their way through the
system, there should be increasing consistency
in the assessment process.

3.4 The number of appeals relating to ELQ/
previous study has dropped The Regulations
were amended to state explicitly that holders

of an Honours degree will not be eligible for
further funding (with some specific exceptions),
and as we anticipated the numbers of appeals
relating to those student studying for medical
degrees which featured in 2010-11 has not been
repeated The correct assessment of entitlement
where a student has previously studied at higher
education level relies upon accurate answers
being given by the student to the questions
asked on the apphcation form. The questions
therefore need to be clear and the student needs
to know the meaning of the vanous terms used
in the queshion order to answer accurately, for
example the meaning of “equivalent qualificatron”
must be readily avallable either on the notes
accompanying the form or in easily accessible
guidance on the website If the student is to
provide the information necessary to complete
the assessment correctly at the first attempt.



3 5 The levsl of residency appeals shows

the most significant increase The concept

of "ordinary residence™ continues to cause
confusion for students, particularly those who
are UK citizens but may have been iving abroad
due to choices made by their parents The
decision is often dependent on the quality of
information that the SLC (and we) receive from
the student Many of these cases are very fact
specific, and turn on individual circumstances
rather than general pnnciples in some cases the
appeals have succeeded where additional more
detailed information has been forthcoming to us
in the course of the appeal

3 6 The issue of how evidence I1s evaluated IS
one which has arisen in some cases including
those where our recommendations have not
been followed BIS have reminded SFE that

it is for the student to provide the necessary
evidence to establish their eligibility, in other
words the burden of proof s on the student
There 1s no doubt that this 1s the correct
approach but in order to evaluate the evidence
supphed, SFE need to decide whether the
evidence suppled 1s sufficient and therefore
guidance on what standard of proof s
appropnate 1s useful We adopt the approach
that 1s universal throughout the civil courts
and trnibunals in the UK, that the evidence
must establish elgibility on the balance of
probabilities The alternative higher standard
which 1s only used in cnminal procedures Is
beyond reasonable doubt. There seems no
justification for that standard to be applied in
when evaluating evidence to establish eligibility
for student finance.

3 7 The importance of the three year ordinary
residence requirement 1s that it must be achieved
at the start of the course and therefore students
must understand that there 1s no point applying
in year two If they were not eligible in year one
It sometimes appears that Higher Education
Institutions (HEIs) bave not been sufficiently
vigilant in adwvising students about this i1ssue
and channels of communications between SLC
and the HEI would seem to be the obvious way
to ensure that students do not undertake
wasted years of study in ignorance of the
eligibibity cnitena
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4. Complaints

4.1 During 2009-10 we reported that a new
complaints system had been introduced

within the SLC with a view to simplfying and
shortening the complants process In 2011, we
noted that the new complaints process meant
that we saw an improvement in the speed of
the process of complaints through the internat
system and to us The level of complaints we
dealt with in 2009-10 and 2010-11 were similar
but the past year has seen a significant increase

4.2 In terms of the subject matter of the
complaints, the categones are less easy to
define We receive quarterly reports on the
outcome of our cases and the implementation
of our recommendations and these breakdown
the categones under vanous headings the

most common of which are Customer Service
(Assessment), Customer Service (Staff),
Customer Service (ICR), Assessment and RTL
scheme. It can be seen that identifying the
subject matter of complaints 1s a much more
difficult task than categonsing appeals and the
overlap can also be seen in the headings used.
Inevitably nearly all complaints could be brought
under the heading of “customer service” and so
it 1s useful to try and get a better picture of where
the real problems anse.

4.3 Although 1t does not appear in the headings
above, we would identify one of the most
common causes of problems which give nse

to complants 1s conflicting advice, given

usually over the telephone. We continue to see
complaints which start about one 1ssue and then
escalate due to dissatisfaction with the way they
are handled. Complaints about failure to abide
by the published timescales of the complaints
process are a common cause of aggravation

of a complaint which mught otherwise have

been resolved quickly and at less cost We

have noted that failure to abide by published
timescales 1s a persistent problem and that if the
timescales are not realistic it 1s better to adopt
more realistic ones that can be met with the
resources available than to disappoint by offenng
a response time which cannot be met.
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4 4 We have recommended offering ex gratia
payments in a number of cases whilst baing
mundful of the cost to the public purse and the
fact that this 1s not always what the complanant
wants to achieve We have recommended to
SLC that ex gratia payments are not made
without first being offered and accepted as in
some cases unsolicited payments have caused
furthered exacerbation of a complaint rather than
the hoped for resolution We believe the practice
has now been changed

4.5 We have been kept informed of the progress
of a Complaints Restructuring Review which
has been undertaken within SLC durng the past
few months and we look forward to hearing the
outcome of that review. We understand it ams
to resolve more 1ssues at an earlier stage and to
enable the collection of meore useful information
for the purpose of a root cause analysis to inform
training If it 1s possible to improve the customer
expenence by enabling direct telephone contact
with named advisors once a problem has ansen,
we are confident that more complamnts will be
resolved more quickly. As we have not yet seen
the outcome of the review it may be that some
of our concerns or comments in this report have
been already addressed and are in the process
of being iImplemented We look forward to
hearing the outcome at our next meeting with
officials from SLC and BIS.

5. Recommendations

5 1 We have again made a number of specific
recommendations with respect to giving redress
to specific customers We have met with officials
from BIS and SLC four times this year and at
these meetings have received feedback on
whether, and If so how, our recommendations
have been implemented. This feedback 1s
helpful in informing our future reviews of appeals
and complaints, in particular it enables us to
appreciate how to frame our recommendations
in the best way to help iImprove practice and the
service to customers

5.2 In our annual report for 2010-11 we made
three general recommendations. We have
been kept Informed about progress towards
implementing those recommendations In
particular we recommended that the quality of
information supplied by the Home Office be
improved and we understand that discussions
took place with BIS resulting in an updated
pro forma for the provision of this imformatton.
Imrugration issues have been less prominent
this year in the residence cases we have dealt
with and so it 1s not apparent whether these
discussions have produced improvements.
Similar we understand that discussions took
ptace with the Home Office about iImprovements
to information regarding ordinary residence on
the SLC website

5 3 We made a general recommendation in
our annual report last year regarding appeal
responses and we have noted in the past year
that there has been an improvement in tallonng
responses individually to the particular case
rather than using standard responses




6. Recommendations for 2011-12

in addition to the recommendations made
in respect of individual cases dunng the
year, we would make the following general
recommendations

6 1 To continue to focus attention on the
importance of avoiding giving conflicting advice
to customers particularly on the telephone

6 2 To focus iImprovements in the complaints
process on the timeliness of responses, keeping
complainants informed If published timescales
cannot be met and providing an 1dentified point
of contact for complanants

6 3 To continue to refine and improve guidance
to students on completion of applications by
evaluating the response to infermation on the
website

8 4 To monitar through discussions with HEls,
the information supplied to applicants by HEis
about eligibility for student finance to ensure it is
not out of date or inaccurate.
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7. Summary

The year ahead sees considerable changes in
student finance and i may be that this will be
reflected in the number or type of cases referred
1o us. As we reported last year, even some of
those who are disappointad in the outcome of
our reviews have expressed their gratitude in
having their case thoroughly investigated and
considered by an independent party

independent Assessors
Deborah Gibson

June Brown

Chnstopher Hughes
Sarah Walk

Dated 2 May 2012
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