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FOREWORD

Our achievements in 2008-09 are a milestone for
the company and an important contribution to
enhancing the country's knowledge and skills base.

The Student Loans Company provides financiat
support for people entering higher education across
the UK with the ambition to increase their learning.
In 2008-09, we succeeded in processing more
applications for student finance support than in any
previous year. We provided loans and grants to over
one million higher education and 55,000 further
education students.

The success of the students in unlocking their
potential through education will be vital in helping
the nation to compete in the new global economy
emerging from the present downturn.

We created more than 500 jobs in the North East of
England with the opening of our new offices at
Lingfield Point, Darlington. The commitment and skills
of the teams working there are now delivering the new,
user-friendly Student Finance England service.

This work is the start of a new era for us as we take
responsibility from 139 local authorities across
England in supporting future generations of students.

We worked closely with the Students Awards Agency
for Scotland in managing the change brought about
by the Scottish Government’s decision to phase out
the graduate endowment for students studying in
Scotland. We assisted the Welsh Assembly
Government in its review of student finance services
and we continued to support the Northern Ireland
Assembly through our Student Finance NI brand.

We also launched our dedicated repayment website,
which is currently being accessed by 4,000 customers
each week. We have published an ambitious delivery
strategy in response to our shareholders’ Strategic
Commission, setting out our aims over the next three
years and how we are going to achieve them.

We earned national and international recognition for
some of our achievements. Improvements in our way
of delivering support to disabled students were
favourably received by disability organisations, and we
achieved ‘Positive and Disabled' accreditation for our
commitment to our disabled employees. Following a
critical peer review by the industry worldwide, we
received the World Trainer of the Year at fast year's
Contact Centre World Awards.

Qur people are demonstrating their commitment to
achieving our Vision each working day. But we could
not achieve our success without the strong support
and unfailing assistance of all our stakehelders, in
particular Ministers and colleagues in the four UK
education departments, and our partners in HM
Revenue & Customs.

During the year, Keith Bedell-Pearce retired after
completing two terms as chairman. We all recognise
the very important contribution that Keith made in
supporting the continuing development of the
company over the past seven years and | would like to
thank him very much for his exemplary chairmanship
during a time of great change for the Student Loans
Company. Keith played a very significant role in
strengthening the Student Loans Company and laying
the foundations for all that we have achieved.

Our achievements in 2008-09 have built on these firm
foundations. We can look forward with confidence and
enthusiasm to the challenges that lie ahead.

Ralph Seymour-Jackson

Chief Executive




STUDENT LOANS COMPANY LIMITED ANNUAL REPORT 2008-09

MANAGEMENT COMMENTARY

PURPOSE AND PERFORMANCE

Who we are and what we do

The Student Loans Company processes and
administers financial assistance for undergraduates
who have secured a place at university or college.

To do this we provide loans and non repayable grants

for studying and living. We also provide loans for tuition
fees, which we pay directly to the university or college.

We
= pay grants and loans to eligible students

+ pay tuition fees to universities and colleges in
England, Wales and Northern Ireland

+ work with HMRC to collect payments for income
contingent loans, and

* manage the direct collection of payments for
mortgage style loans.

We also carry out specific tasks for the devolved
administrations, such as payment of education
maintenance allowances for students in Wales and
Northern Ireland, which encourage students to
continue past their compulsory schooling age.

Woe work in parinership with the four UK

administrations; local authorities in England, Northern

Ireland and Wales; the Student Awards Agency for
Scotland; colleges and universities; and HM Revenue
& Customs (HMRC).

We administer the payment of bursaries and
scholarships on behalf of universities and colleges
throughout the UK.

We are creating a service that will be simple and
straightforward, fiexible and accessible, positive and
helpful, efficient and joined up.

How we performed

We design and develop our service to deliver
Government policy. Our customers' success depends
on how well we deliver our services.

During 2008-02

* we provided financlal support to 1.06 million higher
education and 55,000 further education customers,
including Education Maintenance Allowance in
Northern Ireland and Wales, as well as an Assembly
Grant for further education in Wales

« almost 900,000 customers received maintenance
loans

* support payments to customers totalled £6.2 billion,
of which £2.9 billion was in maintenance loans and
£1.0 billion was in maintenance grants

we patd £2.0 hillion in tuition fees to universities and
colleges

repaymenis from mortgage style loan customers
totalled £142 million, reducing the number with
mortgage style loans from 444,000 to 390,000

-

we managed the accounts of 3.3 million ICR loan
customers and have increased the number repaying
from 1.6 million to 1.2 million by the year-end

repayments received directly from ICR loan
customers. in addition to the repayments collected
by HMRC, totalled £309 million

tuition fee loans to Eurcpean Union students
rose from £33 million in tinancial year 2007-08 to
£56 million.




QOur plans for the future
We

« intend to deliver an even more efficient and
effective service to our customers by providing
excellent support, care and guidance

will continue to offer insight to Ministers and
officials as they decide where change should be
made as policy is reviewed

will stay well-positioned to support the student
finance system as it develops in the longer term.




Customer Service

Everything we do is centered on our customers
whether they are students, graduates, higher education
institutions or our commissioning stakeholders. We are
redeveloping our services so that in the future our
customers will see a service that has the following
characteristics:

» Simple and straightforward
« Efficient and joined up

+ Positive and helpiul

+ Trusted

+ Flexible and accessible, and
+ Personalised

Qur customers' success depends on how well we
deliver our services. We launched a new customer
services strategy focused on improving the customer
experience and on delivering a consistent level of
service. Qur change programme, which will run to 2012,
is re-designing the service.

This year, we created a new, specialist customer
insight team whose purpose is to understand better the
customer experience. Their role is to track satisfaction
levels at key stages in the student finance journey and
highlight areas for further improvement.

This evidence-based approach will be key in delivering
better services in the future,

Customers helped in identifying ways of improving
quality of service through our Viewscasts surveys.
Feedback to questions on ‘advisor enthusiasm’ and
‘advisor knowledge’ produced an overall positive score
of 88%.

A new complaints and appeals process was launched
during the year, with four new Independent Assessors
recruited by David Lammy, the Higher Education
Minister. These assessors will review cases where
customers are not satisfied with either an assessment
or an aspect of customer service.
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studentfinanceengland

We successfully launched Student Finance England,

a new fully integrated student finance service for
students based in England on schedule on 8 February.

This means that new students, attending university or
college for the first time, apply to Student Finance
England for their financial support. This replaces the
previous system of applying to their local authorities.
Students in England can now apply for, be assessed
and receive loans and grants from one organisation -
Student Finance England. For the first time, we are
providing information, advice and guidance on financial
support for new students.

We are managing the transition from the current
assessment service administered by 139 local
authorities across England. By the academic year
2011/12, we will be processing alt applications for
student finance in England.

Customers are able to manage their student finance
account online, and can find out what bursaries may
be available at their university or college. We are
working with partners to provide high quality
information and guidance for all customers, with more
personalised support available for those who need it.

To develop the service, we worked collaboratively with
our partners in the UK Department for Innovation
Universities and Skills {DIUS) and HMRC fo develop
Student Finance England. Our partnership with the
University and Colleges Admission Service (UCAS)
was a key factor in the introduction of the service.

studentfinancewales

Our bi-lingual contact centre in Colwyn Bay worked
with the Department of Children, Education, Lifelong
Learning and Skills and with local authorities in
providing Welsh Assembly Government financial
support to students in higher education and other
learners who live in Wales.

We assistad the Welsh Assembly Government in
reviews to refocus the student finance system in
Wales for full-time undergraduate students. The aim
is to encourage more people to continue in education,
tackle student debt and invest further in the higher
education sector.




studentfinanceni

We continued to support customers in Northern treland
through our dedicated website administering the
student finance support available to eligible higher
education students and other learners.

We continue to look to make efficiencies to the service,
and to promote the support made available by the
Northern Ireland Assembly.

SAAS

We made loan payments to eligible students in
Scotland on behalf of Scottish Ministers.

We continued to support customers in Scotland in
making repayments of loans following the decision
by the Scottish Government to abolish the graduate
endowment fee from 1 April 2008. We are committed
to developing and improving the service for our
customers and stakeholders in Scotland.

studentloanrepayment

Our new, secure website —
www.studentloanrepayment.co.uk - gives customers
the choice of making voluntary payments online.

We launched this dedicated online repayment website
at the end of June 2008. By the end of March 2009,
over 12,000 customners had accessed the website to
make repayments totalling £37 million. The numbers
repaying this way increased each month, reaching
nearly 4,000 in March 2009.

QOur customers can access an online calculator thal
provides a balance for their accounts. It also calculates
interest and provides a final balance so the customer
can choose to make a part or a full payment.

The site also provides general information and detaited
guides, including advice about how to defer
repayments and where to access help if they are
experiencing difficulty in repaying their loan.

Customers repaid over
£37 million directly,
representing over
12,000 transactions.
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OPERATING ENVIRONMENT
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Cur work in delivering student finance support is
influenced by wider social and econemic factors, and
by the specific policies determined by Ministers in the
four UK administrations.

Demand for higher education

In April 2009, Universities and Colleges Admissions
Service (UCAS) reported a rise from the previcus year
with 524,151 people from the UK applying for full-time
undergraduate courses at UK universities and colleges,
compared to 481,784 in 2008.

Corporate Social Responsibility (CSR)

We developed our Corporate Social Responsibility
{CSR) strategy incorporating four main areas of
activity: Our Community, Cur Environment, Our
Workplace, and Our Customers.

The CSR Pian is designed to meet our strategic
objectives and provide maximum opportunities to
engage employees in its various campaigns,
programmes and events. |t ensures that we are making
best use of resources and maximises opportunities to
reinforce CSR messages.

We built on our continuing work with partners, including
Scottish Business in the Community, Citizens' Advice
Bureau, and local community associations and schools.

Employees in Glasgow, Darlington and Colwyn Bay
volunteered their enthusiasm and energy to a range of
activities and raised more than £60,000 during the year
for each region's nominated local charities.

Qur senior executives contributed to a number of
initiatives, including Pilotlight, which provides business
expertise to charities and social enterprises.

We were shortlisted for the CSR Award in the 2008
European Call Centre Awards and we won the
Employer Supported Volunteer Award in Darlington,
which recognised the excelient charity and volunteering
work carried out by our employees and supported by
the company.

Technology

As part of our on-going commitment to implement cost
effective, state-of-the-art technology to engage our
customers and streamline complex processes, a major
capability improvement has been introduced by the
company to create Business to Government Secure
Intranet (GS!) facility. These applications will be
extended over the next year to share information with
the HMRC and UCAS.

We continue to invest in Information and
Communication Technology systems to move towards
an internet-based delivery model where customers can
self serve via web software applications that will allow
them to apply for loans, view correspondence and
make repayments.

We use world-class technology partners such as
Oracle, IBM, Hewlett-Packard, Cisco and Xerox to
deliver the services to our stakehofders.
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ORGANISATIONAL CAPABILITY

People We made measurable progress in reducing staff
turnover and absence. Overall, turnover decreased
The quality and delivery of our products and services from 15.8% in March 2008 to 12.9% (against a target .
depend on the capability we have in the organisation. of 15.8%). Sickness absence reduced from 4.55% |
We have now held Investors in People accreditation for to 4.15% (against a target of 4.55%) over the same
eight years and remain committed to investing in our period.
people by developing their skills and competencies to
meet individuals’ own career aspirations and company Almost 78% of employees completed the annual Best
abjectives. Companies survey in 2008. The aim of the independent
survey is to ensure employee engagement and
At 31 March 2008, we had 1,854 full-time equivalent encourage comments and suggestions. Our overall
employees, an increase of 37% on the previous year. score improved from the previous year as a resuit of
We invested significantly in the recruitment and training various initiatives, including the identification and
of more than 500 new employees in the North East of communication of company values and the introduction
England to deliver the Student Finance England of an enhanced performance management process.

service from our offices at Darlington. These posts will
gradually replace the wark currently carried out by 139
local authorities throughout England. We are now one
of the largest employers in the Tees Valley. The success
of our recruitment campaign demonstrates that we can
attract the right people with the right skills in the local
labour market.

We continue to benefit from our recruitment website
that allows both internal and external candidates to
apply for vacancies.




Our Offices

We deliver student finance support from four offices
across the UK.

Glasgow

Our head office in Glasgow's ¢ity centre includes our
contact centre that handles over four million telephone
enquiries each year, providing information to our
customers. We also have over 200 information
technology specialists who design and maintain our
secure, internet-based systems.

Our large-scale printing and mailing centre at Hillington
handles around 15 million items of correspandence a year.

Darlington

The Mayor of Darlington, Councillor lan Haszeldine
opened our award-winning, environmentally-friendly
offices on 12 June 2008, which now delivers the new
Student Finance England service.

Qur shared investment with our business partner
Marchday has 'recycled' a redundant building on a
brownfield site to create an award-winning, national
centre of excellence in the North East of England.

Qur Darlington offices demonstrate our determination
to reduce our carbon footprint and our wider
commitment to the environment we all share.

The building features a full-height, 160 square metre
glazed facade that allows natural light to flood into the
6,500 square metre loft-style office space.

Gas-powered air-conditioning delivers a more
economical and efficient system, and solar panels on
the roof provide water heating.

Shower facilities and bike racks encourage people
to cycle to work, and a comprehensive recycling
programme includes paper, plastic, metal and glass.

The Memphis Building has won two awards in the past
year, including the top award in the Commercial
Property category at the North East Royal Institute

of Chartered Surveyors (RICS) Renaissance Awards,
where it was also shortlisted in the ‘Regeneration’
category. The Darlington office was also the category
winner in the Refurbished/Recycled Workplace’
category at the Birtish Council for Cffices (BCO) North
Awards, rewarding existing buildings that have been
adapted for modern use.

Colwyn Bay

Our 30 employees at our Student Finance Wales centre
deliver fully bi-lingual student financial support to
customers in higher and further education and to other
learners on behalf of the Welsh Assembly Government.
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Relationships

We work hard to build and maintain effective
relationships with all our stakeholders, and we have
developed clear and open channels of communication
to further these relationships.

Government and sector

We support the Government’s aim of widening access
to higher education for everyone.

We deliver services for the four UK Governments.
Representatives from Department for Innovation
Universities and Skills and the Scottish Government’s
Higher Education Learner Support Division attend our
Main Board Meeting and join other partners on special
project boards set up to guide major change initiatives.
The Northern Ireland Executive’s Department for
Employment and Learning, and the Welsh Assembly
Government’s Children, Education, Lifelong Learning
and Skills Department are invited to attend.

A dedicated relationship management team works
closely with local authorities, colleges and universities.
We continue to strengthen our relations with HMRC
and UCAS.

The specialist repayment unit, staffed jointly with
employees from HMRC, made a significant
contribution, reporting a 55% increase in jointly-
resolved customer enquiries, from 13,821 in the
previous year to 21,369,

We support the Government's aim of widening
access to higher education for everyone.

Peer review

Senior figures from the UK higher education and
government sectors commented favourably on our
transformation of the delivery of student finance
support in England.

Arcund 80 delegates attended a two-day forum in
North East England in September 2008 at which our
managers detailed key elements of the Student
Finance England service.

Celegates also visited our new offices in Darlington
to meet employees, and examine the technelogy and
facilities in place.

Change capability

Managing change effectively is integral to how we
deliver services to customers. We work closely with
our stakeholders to define our customers' changing
demands and develop new ways to meet them.

Business continuity

We have the necessary processes in place to make
appropriate, effective and timely responses to any
large-scale crisis.

“The commitment,

positivity and drive shown

by the Student Loans
Company team were
really impressive.”

(Higher Education Liaison Officers’
Association)
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CORPORATE OBJECTIVES
AND PERFORMANCE INDICATORS

Qur resources, objectives and performance measures are set out by Ministers in the Annual Performance
and Resource Agreement. We are accountable to Ministers for the company’s performance.

This section summarises our performance against our five corporate objectives and twelve key performance
indicators (KPls). A more detailed definition of each KP! is available from our Information Office
(0141 306 2000) or by visiting our website at www.slc.co.uk.

This has been the final year of the KPls in thelr current form. From next year, a Balanced Scorecard will

demonstrate to Ministers and the SLC Maln Board that objectives in the SLC Delivery Strategy 2008-12
are being achieved.
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Objective 1: Payments

To provide an accessible and effective system for handling applications for student support and processing

payments so that students get paid the right amount at the right time.

EKPI 1: Service Level Agreement performance
| Achieve target percentage of the essential elements of the SLA between SLC and DIUS

1

i
I

I R B

| Actual I Achieved |
;A . Local authority portal - " 99.0% of core hours per month eB9% | %
‘l + system availability ' ' !
UM - . [ ’- - - ow s ;,j-:, B
5{B .. Local authority portal - "'99.0% of core hours per month 100% ! v
! . Supporl availability ' "
< me S 'al, - = - S
!C Local authority portal - end  End to end response time between SLC 100% v
i ‘1o end response time and LAs will be 55 or less for 99.0% core
i ! hours per month
b o = ©om - ' - s w R :
| D ., Local authority portal — 199.0% of core hours per month . 98.4% X
; ' system usability . )
IR S A - - - - - Wt - R
'[LE ” Local authority portal — 100% of core hours per month ' 100% )
! ' help desk availability ? ‘ K
b e L ERCE . e - - e . . Lo L
iF .. Local authority portat - ' 90.0% of core hours per month 96.0% | v
i  call answering 1 )
,,::‘::-,'_ —T Tt o - - N - W - st y T N : oo 12’#
G . Production of student . 80.0% of all correspondence posted . 96.5% v
) correspondence ' within 2 working days w H
ST rTTL eI T, T W =7 :h‘ - - -TTLT . ST - - ':\‘ T . _ - - __:I‘ - T
H Initiation of BACS payments . (i) 95.0% of all BACS first payments to be ' 99.9% v
: 1 initiated by ¢.o.b on the working day - ;
| ‘ ) following receipt of admission ; !
| R . confirmation from the HEI : N
! g
‘ (i) 99% of all BACS first paymentsto be  99.9% c v
t initiated by c.0.b on the second working i
. "' day following receipt of admission b
; . confirmation from the HEI :
=W - - - - -\-\' - - - - - = ‘.lL

KPI 1 - Performance summary

Some isolated technical incidents caused us to narrowly miss the targets for system availability and usability.
There are not considered to be any underlying problems that will prevent us from meeting performance targets
for systems availability and performance next year.
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| KPI 2: Payments: Online take-up

i
,,,,,, —i

I Measure Achieved

[A||% of customers making (i) New students: 50.0% or more " 46.0% Y. }
I onli icati i ‘
f online applications (i} Returning students: 62.0% or more 1 65.0% v ‘\
i; } , '1 }
It  (iii) Sponsors: 33.0% or more 129.0% o

b - - === - o - BT “+ - S oo ._,‘,__“L

KPlI 2: Performance summary
Online application figures for returning students comfortably exceeded targets.

We missed the targets for the sponsor and new student customer groups. These shortfalls indicate that there is a
need for further analysis of customer feedback and engagement with all customer groups in parinership with the
Customer Insight team. However, with overdue volumes reducing to 8.5% of the portfolio, it became more difficult
to set up new repayment arrangements which in turn make the KPI target more difficult to achieve.

Objective 2: Collections

To maximise the collection rate of student loans and so minimise the cost to the taxpayer by: making sure
that customers who should pay do pay; minimising delays in repayment; and making sure that high quality
and timely information on repayments is provided to the customer.

- B . T

'KP1 3: Income contingent repayment
' Borrowers with no Nationa! Insurance number (NINO)
| Measure l Target | Actual | Achieved

A 1% of borrowers with no
IININO BY Statutory
, Repayment Due Date :
.(SRDD})

i " 0.10% or less '0.09% ‘ v :
" ' |
| . l
: !
| ‘
[AEE——— - - - oo ' - - - w
B 1% of borrowers with no " 0.31% or less 0.22%
'NINO AFTER SRDD )
|

K e

- . - - - . PN - - - i —

KP1 3 - Performance summary

Yearon-year, fewer customers should be entering repayment with no verified NINO due to the initiatives now in place
to prevent loans being paid without a valid NINO. There has been a huge effort to identify all customers with no
NINO and then proactively to obtain a NINO.
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. KPI 4: Income contingent repayment ‘I
Reduce % of borrowers with a NINO not found at HMRC :

.. — .. - - - - e - - . 4

A% of borrowers who have a  15.0% or less ' 1:26.'035/: o Lo .
_ NINO but not found at , . f
"HMRC BY SRDD.

l

I i
'E-—-—A *» - e =0 - -7 - - R - . e

iB . % of borrowers who have a  3.44% or less . 16.68% o N/A E
i : NINO not found at HMRC ls !
i AFTER SRDD

KP1 4 - Performance summary

We sent more accounts for matching to HMRC In 2008 than in any previous year (about 281,000). We did
match more customers than in previous years, but there remained 105,000 that were unmatched, which was
about 5,000 more than last year. To achieve performance against these targets SLC needs to work with HMRC,
since HMRC are responsible for making sure that citizen/employment records are on the database and for
communicating this to SLC. SLC is responsible for obtaining employment status where none is confirmed at
HMRC.

The matching profile for target KPI 4B was changed as a result of the introduction of the Monthly Borrower
Rematch (MBR) initiative. After discussion with DIUS it was agreed not to revise the target for the year.

! KPI 5: Income contingent repayment
LReduce % of borrowers not currently in any repayment channel l

| Measure

EA * 1!% of borrowers due to be in  1.0% or less 1047% o !
\ .repayment but not currently E
. in any repayment channe! :

KPI 5 - Performance summary

To further improve performance against this target we undertook analysis of approximately 1,800 accounts
where no response has been received, which identified that there were nearly 1,600 duplicate accounts where
two loans belong to the same customer. An exercise is now underway to rectify this by merging the loans.

KPI 6 was merged with KPI4 for FY 08-09, although we have retained the previous years' numbers for ease
of reference.




g KPI 7: Mortgage style loans collection
 Optimise number of loan accounts in arrears who are making a repayment

1
i
- - - - . - 4

‘ | Measure | Target | Actual | Achieved ‘

A % of all loan accounts less | 33.0% or more 1319% X j
'ithan 24 months in arrears ; 5 !
) ""and reported as overdue in i | i
.. the previous month where a ‘ !

i ' repayment was made '

KPI 7 — Performance summary

Although we did not achieve this target, we worked hard to maintain the percentage of payments received during
the second half of the year. However, with overdue volumes reducing to 8.5% of the portfolio, it became more
difficult to set up new repayment arrangements which in turn made the KPI target more difficult to achieve.

: KPI 8: Mortgage style arrears collection ;
: Minimise % of loans that are in arrears ‘
1 - -

| | Measure | Target | Actual | Achieved |
'A% of loans that are in B85%orless 185% S
. arrears

|
'
i .
- = - ~ . - - * - - n

KPI 8 — Performance summary
It was due to an outstanding effort by the Collecticns Department that this KPPl was met.

23



24

STUDENT LOANS COMPANY LIMITED ANNUAL REPORT 2008-09

Objective 3: Customer satisfaction
To provide a high quality service to customers and achieve high levels of customer satistaction,
as benchmarked against comparator organisations.

| KPI 9: Cu_storher satisfaction S |

| Measure

'A% of customers rating SLC's overall " 92% or more EIBWB.4%W* T x
‘I service as good or excellent :
|

87.0% or more “g8.2%

T:B '_'?.r"/:gf c‘:l‘.létomers ﬁting the indiviﬁua]

r i measures of service as good or excellent i !
‘L ;I does not fall below the relevant targets: 4‘
T‘ o f—iirifo;matic-n-'l on repaymeni pt;ocess ’ g 83;0% or more _ '._81.-0% . o b3 - i
li;_: T:iggg{:ﬂﬁaerstanding information N 8_80% or more :;88.1% v ;
{ ;- ease of contacting SLC - TBS.O% ormore __E27% % x i
L Z{— é};fﬁusiasm of staff . T f:éa.O% or more o ‘L94L5°}ok o “ 7 \, : 7_?
{ o l\l-staﬂT kr{o;h'lédéé: o ??92.0% or more -TiTQ-OTT% 1': »

Il “ﬁj‘if}'éépon;iireness to enquiries v

' ) [ - accuracy of information '88.0% or more - ESé% B

i o ?Fi-igchriievement of commitments - 90.0% or more - '.j90.0% v ﬁé,
!' o ‘!‘{: interest in customer satisfaction ) "ffaﬁ.b% or more ' :909% v _j

KPI 9 - Performance summary

This proved to be a challenging target, partly due to a 50% increase in the number of repayment customers
surveyed each month, since these customers do not make up 50% of the customer transactions handled which
had an impact on the results. Ease of contact also had a major impact on the satisfaction levels.

The four elements below their floor target are:

Information onh repayment process
A general lack of customer understanding of the repayment process, and the view that information is hard to obtain,
had an impact on the assessment of this service element.

Ease of contact

Qverall call volumes at advisor level were approximately 108% of budget forecast (3,240,000 calls). As a result,
resource levels in the Contact Centre were not sufficient to consistently meet demand within service levels and keep
all channels open, and additional resources are being applied in FY 09-10 to address this. In addition, there is an

increased focus on identifying and reducing the causes of avoidable customer contact, for example through providing

an enhanced online password reset process.

Staff knowledge / Accuracy of information

Customer perception of this service element is strongly linked to staff ability to provide up to date information on both

application assessments and repayment balances. The centralisation of application processing in FY 09-10 and
planned activity to increase understanding of the income contingent scheme offers opportunities to address this.




Objective 4: Funding authority service

To provide a high quality service to funding bodies that addresses their concerns, including the provision of
comprehensive, timely and relevant data and information to DIUS and the devolved administrations, so that
student finance strategy and policy can be better developed, monitored and evaluated and future risks
appropriately managed.

[KP110: Funding authority service

R —

| | Measure N Tart Actual l Achieved l
[A 1% essential elements of the Management . 95% or more. | 95.9% SV E
! | Infermation Service Level Agreements ! g |
‘ met ‘ : '
-I;._, s R E . - - - R F R - . o ] Lo ==z
'B . % positive rating of general service by the 3 |
3 . different funding authorities: ' it
' | ) j
-';" e T T - - oo - - e - ,—:-t""‘.——,'T
| +- England 87.8% or more | 877% g X |
[ SR - e o C e - B B e
j "~ Scotland ' 90.0% or more 60.7% X i
| - Northern Ireland " "90.0% or more 7 100% R i
L i 5 b 2 .
} - Wales 80.0% or more 85.7% v ;
L= R - —_— . Seme= - R = 4! - —d
' % positive rating of specific service by the X K ]
? different funding authorities: B " “ |
‘ 1 ‘ | ;
b s s e . o R | S b ]
’ |- England 87.0% or more 915% iy i
:“, P R - 1 I . I it "
- Scotland 90.0% or more 40.0% ' o4 1
|- Northern Ireland 90.0% or more 979% v
[ wales T T Veoo%ormore 8% . x|

KP1 10 - Performance summary

Exceeding the KPI 10A target reflects the effort invested this year in improving our service to DIUS and the devolved
administrations. KPl 10B provided an opportunity to focus on the service that we provide to each funding authority,
and as a result of analysing the survey results action plans were developed and progressed during the year.

25



26

STUDENT LOANS COMPANY LIMITED ANNUAL REPORT 2008-09

Objective 5: Effective and efficient use of resources

To align resources with priorities to deliver day-to-day business, projects and corporate performance targets
to required standards and within agreed budgets, and to secure the best use of funding provided

: KPI_11: Flexible rasou_rcing performance

i Operating and programme budgets and overall financial performance

B

" budget profile:

' ” Eng'land
" "'~ Scotland

4

s g s B e

- Northern Irelarid

" Engiand

7. Sootand

Tf- Northern Ireland
I owales o
Lo -
L : .
|

-

- Plan / Financial Plan or agreed update:

:?- England )

f - Scotland
[y [ - .-
I Northern Ireland
[" . wales
| U [ womme
[ i
[ n

5% 10 +2.5%

Target Actual

" 5% to +2.5% "1.0%

" 5% to +2.5% T Y41
5% to +2.5% TP
T aan

‘ UK overall avérage'-: 1.44%'
il

B MAn—n'LTéTvariance of spend against approved business cases (excludi'ng Customer First)

" 5% to +2.5% ".4.0%
5% to +2.5% 6%
Ub%t0425%  1-267%

5% 1o +2.5% '-26.9%

\ TS 6\;émliﬁﬁemge:;:-i2?1_"/:a o

I

V5% 10 +2.5% T02%
" Not applicable v
Clswws2sn 0
5% to +2.5% "o

i
koL )

o UK overall avéfage “02%

'"}*";/J annual variance of spend from original budget in Corporate Plan / Financial Plan for 6péréting

H
i
i

l Achieved

<

<

[c  'Annual variance of spend against initial Custorner First programme budgels as set out in the Corporate

X X <

L. .

[ S R | W

=3




KPI 11: Flexible r_e_sbi.lrcl_ng-perforn'iar;ce {continued)
é Operating and programme budgets and overall financial performance

| Measure Actual

iD 1% annual variance of spend from original budget within Corporate Plan /Financial Plan for sach APRA
L !; category (Near Cash, Non Cash and Capital) within the total operating and programme budgets.
a1

|
i T

e ;-En@éﬁ& T ST T T |
. S - - . 1t . - - Ce== — =
l i -Near Cash . -5% to +2.5% | 15% b v !
I . .; - ': e el p wmme
! - Capital 5% 10 +2.5% -4.2% T |
" "7 "INoncash " 5% to +2.5% ?f-éo.a% TV % T
. b L memee . Loaba I T -
i ]E- Scotland . ' ]
. . . et - e . -
" -Near Cash 5% 10 +2.5% '3.3% T X A
L . - B - I RO Y - J—
r I - Capital -5% 10 +2.5% 7-20.9% x :
. -NonCash 5% 10 +2.5% "254.2% %
S a . i -
: - - Northern Ireland |
| . - . P . — o _ﬁ
{L 4 - Near Cash "-5% to +2.5% I'3.9% % |
———— ‘; 4 [
[ | -Cepita 5% 10 +2.5% 1-20.0% X |
i ! - o i s mmmeew mbb e ol el A% e - g
{ ! -Non Cash " 5% 10 +2.5% 1 273% Cox |
s - . — G- - - [F = - .- —3
) "'~ Wales B
: oo . - H - o o i
i - Near Cash -5% 10 +2.5% U5.7% X !
; - Capital  Us%to+25% 0 218% U T
{7 INonCash ' 7 .6% 10 +2.5% “10.8% v J
| P v e mme . et Fie L e I Coak I
{ {fux overall average i k }1 }
. J’: - - m e s i = i .. = .= B B - e ;‘;..:7" TR
{ i - Near Cash i 1 0.9% -’
i P - - .. — . J—
f i - - it - - e = o -
oy e . R S
- Non Cash -16.4% ;X
. al - R - o - - - e - = P i

KPI 11 - Performance summary

Overall, performance is in line with what we have been communicating to stakeholders during the year. It should be
noted that in fotal terms across all categories and government administration, the total overspend was less than
£90,000 against a total approved altocation of £89 million (0.1%).
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. KP1 12: Effective project delivery
!Operating and programme budgets and overall financial performance !
l I Measure ‘ Target | Actual I Achieved [
‘A Programme level assessment agreed  and Green criteria " Green e
‘,‘ with project and programme boards of: i .
; ‘ - the successful delivery of funding ' i

, authority programmes and projects to N
| |agreed standards (time, cost, quality); g I
vand '

‘” - effective and efficient management of '
| overall programme of change,
"including cross cutting risks and SLC N ‘
, change management capacity and 8 ' t |
I

! capability.

: Green, against agreed Red, Amber ‘ ‘ ‘|
i - — e — S ey - - - - —— - - e |
KPi 12 — Performance summary

All projects and programmes were rated Green by the respective project and programme Boards. The SLC
Executive Management team continues 1o regularly monitor progress on all programmes.




Summary of those measures which missed the target in FY 2008-8% and a comparison with FY 2007-08 actuals &
targets; and summary of comments, as described in the section above.

Ref Indicator 08-09 08-09 07-08 07-08 Comments

target actual target |actual
'KPI1 | SLA Pertormance o D .

% A”LA Portal - System Availability ~ >99.0% 98.9% = 99% :
I D! LA Portal - System Usabilty "2 99.0% 98.4% 299% ¢
iKPlz On-line Take-Up ) K _ -
A % new students i 50.0% h 46.0% =224%
% " B" % sponsors '-"a 38.0%  20.0% ‘> 56% 25.29

K-PI4 “ICR: Reduce % of borrowers with
a NINO but not matched at HMFIC

. J R P

. A By the SRDD <15.0% 26.03% < 15%

"KPI7 % of all loan accounts which are 2 33.0% 319% mwa na %@m@ﬂ@ﬂ e & e e |
f less than 24 months in arrears | . m % ‘ ‘
ﬁKPlS ! customer Satlsl‘actlon ' - |

A Rating of SLC overall service = 920% 88.4%  =292% 913% [oocarilboroio il ormeny
CUSTTHES ) STEE :

.

B Flaor Targets

: h ey o - 4 : i
: - Information on repayment >83.0% .B1.0% =83 D% 85 2%
| Process ‘
T "_ease of contacting SLC | 2830% i827% =283.0%844% m@am@ eves)
i ' i mﬁﬁﬁmm@mdrgﬁ@m
I staff knowledge 2920% 907%  =920% 923% [BI
o o o : B ) s . a Ircano assess nenifstatis)
: - accuracy of information 2 88.0% 868% =88.0%  8%.2% [epaymenilbalances]
1 KPI10 Funding Authority Service ; - g . -
[
J‘ 8i General service (pan A)
oL ) See Note 1 below
i Bii' Specific service {part B) BJEnglal d largets
‘ E‘EQIEI-I-J@ Val esImiss:
'KPM1 Financial Performance ~ See Note 2 below
(UK averages shown below)

’ " Variance in operating budget Tawto  144% 5% 0.34%
r +2.5% + 2.5%
T ) Vanance lﬁirﬁagir;mtme budget 7'\(-5% to -121%  -5% 1o '--1.'05% )
: excludlng Customer First +25% + 2.5%
4 2 I D e L - @ﬂq@
. Varlanc.e in Customer Frst -5% to 0.2% 5%t -0.22% [

programme budget +2.5% + 2.5%
; " Variance for each APRA category R o
‘ " Recurrent 5%to  09% 5%t -0.3%

+2.5% +2.5%
“Capital ' 5%to -51%  -5%to  2.5%
! S+25% +25% .

» . R = - e . S . .

Non-cash : -5% to -16.4% 5%t -874%
! 4 2. 5% : + 2, 5%

b — . e db o C .- - e -

Note 1: For KPI 10 B, the results for FY 08-09 are not comparable to FY 07-08 as the calculation method changed and the targets for
FY 08-02 wera different for the four Government Administrations.

Note 2: For KPI 11, targets for FY 08-09 were allocated for each Government Administration. 29
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MANAGEMENT COMMENTARY

OUR PRODUCTS AND SERVICES

30

We provide a broad range of products and services in
education funding across the UK.

For most students

Maintenance icans are paid directly into their bank
account at the start of each academic term,

For England, Northern Ireland
and Wales

¢ main support for full-time students
Loans and grants for tuition fees and maintenance
support are available, depending on circumstances.
Loans are repayable under the tncome Contingent
Repayment loans scheme.

+ tuition fees and supplementary grants
We pay tuition fees and grants to universities on
behalf of eligible students and administer a number
of supplementary grarnts, for students with extra
requirements. We also pay maintenance loans and
grants to students directly.

* dependants’ grants for full-time students
Special grants and allowances - the Aduilt
Dependant’s Grant, Parent's Learning Allowance,
and Childcare Grant - help cover the costs of
students' dependants.

« travel grant
A grant to help meet travel costs is available for
students who study abroad, or for clinica! training
tor medical or dentistry courses.

« disabled students’ allowances
Allowances are available for full-time, part-time, and
postgraduate students who meet the eligibility
reguirements.

* support for part-time students
Grants to help with tuition fees and course costs are
available to students following part-time
postgraduate courses, subject to household income.

* bursaries and scholarships
All eligible students attending a higher education
institution in England and Northern Ireland that
offers bursaries and scholarships can apply for
support from that institution under our Higher
Education Bursaries and Scholarship Scheme.

We administer bursary payments that are available
from Welsh universities and colleges under our
Welsh Bursary Scheme.

For Scotland

* student loans
We pay loans to full-time and part-time students,
and administer the repayments under the Income
Contingent Repayment loans scheme.

For Northern Ireland and Wales

* support for school and college learners
Education Maintenance Allowances are available in
Northemn Ireland and Wales for further education
learners aged over 16 who remain in education.

Assembly Learning Grants are also available to
further education learners in Wales.

For European Union Countries

+« support for students
Students frorn the EU who come to the UK to study
can receive UK tuition fee support, but not
maintenance or targeted support.
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MANAGEMENT COMMENTARY

MANAGING RISK

The Student Loans Company's risk and control 1. Strategic risks, relating to the achievement of our
framework is described in the Statement on Internal long term strategy

Control on page 49. 2. Operational risks, relating to day-to-day issues

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

3. Corporate risks, relating to operational risks which
are escalated for the attention of the Executive
Team

4, Management Board risks relating to operational
risks which are escalated for the attention of the
Management Boards

Qur aim is to embed risk ménagemem into our
activities, in accordance with our risk management
policy. This policy ensures that risks are understood,

proactively assessed and managed in ling with the 5. Programme/project risks.
Student Loans Company’s appetite and tolerance Risk registers are reviewed at regular intervals.
for risk.

The principal risks are listed below.

A risk management process has been implemented,
based on this policy, which involves the maintenance
of registers for the following categories of risk:

Comment

Funding; o o “The a'gr'eme_m'ént between DIUS and SLC on thé"kéf o
| The risk is that the Company does not receive enough driversflevers for process costs and the establishment f
?Gram~|n~Aid funding (taking into account efficiency savings of a VfM steering group has made significant ;
-it will make) and cannot deliver an adequate service. progress in addressing this risk. f

- This risk includes identifying and managing funding
. requirements for internal tools development.

' Given the state of the public finances at present, there will
' be significant pressure on our funding over the next few
leears.

'

continued on following page
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| Risk

' Awareness of the ICR process

| Without adequate management of awareness of the ICR

| process, there is a risk that customers fail to fully
lunderstand the service, which may result in a loss of
customer, stakeholder and public confidence in SLC.

|
!
!
TValidating identity of customers on-line

!
1

: Without sufficiently validating the identity of customers on-

line, there is a rigk that operational costs are increased,

which may result in SLC being unable to achieve financial

benefits targets and provide services within budget.

System of Internal Control

Our system of internal control is designed to manage
risk to a reasonable level, rather than to eliminate all
risk of failure to achieve policies, aims and objectives.
It can therefore only provide reasconable and not
absclute assurance of effectiveness.

The system is based on an ongoing process designed
fo identify and prioritise the risks to the achievement of
departmental policies, aims and cbjectives, to evaluate
the likelirood of those risks being realised and the
impact should they be realised, and to manage them
efficiently, effectively and economically.

l Comment
The establishment of the Information, Advice & |
Guidance (IAG) process and engagement with the J
student press, during the year, has made progress in
mitigating this risk. The development and ‘ %
implementation of an “explanation tool-kit” for the ICR
process (in progress) should work further towards i

- addressing the issues raised with this risk. :

K The successful connection during the yéar with the
Government Secure Intranet (GSI) has enabled
‘progress to be made in accessing the Home Office’s
-Identity & Passport Service (IPS), which will

* decrease the time it takes to verify a person's identity
"through their passport.

]

In preparation of the annual Statement on Internal
Control, each member of the Student Loans
Company’s Executive Board and the Heads of Service
are required to provide an annual Statement of
Assurance to the Accounting Officer, confirming their
acceptance of their delegated responsibility for
maintaining an adequate system of internal control
and risk management. Significant control issues are
disclosed within the Statement on Internal Control,
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MANAGEMENT COMMENTARY

FINANCIAL COMMENTARY

Source of funds and process for
agreeing funding

The Student Leans Company is funded primarily by

Grant-in-Aid from the devolved authorities listed below:

* Department for [nnovation Universities and Skills -
England

« Scottish Government

+ Department for Employment and Learning -
Northern Ireland

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

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

In Financial Year 2008-09, income was also received
from universities and colleges which have elected to
have the Student Loans Company administer their
bursaries and scholarship payments under our Higher
Education Bursary and Scholarship Scheme,

Other funding is received from third parties in relation
to contracts for administration of services to those
parties, and from bank interest.

We apply for funding through an annual corporate
financial planning cycle which forecasts funding
requirements throughout the current Spending Review
period, and we receive an Annual Performance and
Measurement and Resource Agresement letter
confirming Grant-in-Aid available and income from
other sources.

Financial Management

The funding position is reported on a monthly basis to
the Executive of the Company and to the Main Board
on a quarterty basis. Detailed analysis of expenditure at
funding authority level is provided, split by operating,
programme development and capital spend. In addition,
detailed variance analysis is performed at divisional
level and by expenditure type. Monthly re-forecasts are
perfarmed throughout the year. This reporting is
supplemented by detailed analysis at a product and
service level, by funding authority, from the Company's
activity-based management system. Such analysis is
used to ensure products and services are delivered
within the agreed pricing for those, and to provide
costings for business cases for future developments.

For Financial Year 2008-09, operating expenses and
programme development expendiiure were both
successfully contained within the allocated funding.
The efficiency targets set as part of the Comprehensive
Spending Review 2007 were achieved.

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

In Financial Year 2008-09, the valug-formoney
programme developed to deliver efficiency savings
contributed £621,000 to the targeted savings.

a3
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Capital and Reserves

Under the terms of our Financial Memorandum, which
was in force during Financial Year 2008-09, we are not
permitted to raise finance other than by means of
operating leases to support ocur ongoing activities.

In accordance with HM Treasury guidelines, we draw
down funds to meet our ongoing needs and we are
not permitted to draw down in advance of need. Funds
drawn down are held in a Paymaster General Office
account, the interest on which accrues to HM Treasury.

The authorised share capital of the Student Loans
Company is 100 ordinary shares of £1 each, of which
10 are issued and fully paid.

Tax Status

For the Financial Year 2008-09, the Company is
registered for VAT and is able to recover part of our
input VAT, those services relating to mortgage style
activities being exempt.

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

Statutory Accounts

The statutory accounts for year ended 31 March 2009
are presented on pages 59 to 81.

Profit and Loss Account

As stated above, the company is a not-for-profit
organisation. Grant-in-Aid is accrued to maintain the
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 is because, under the normal conventions
applying to the parliamentary control over income and
expenditure, such grants may not be issued in advance
of need.

The Company's administration expenses of £68.441
million are fo fund both the operational expenses and
the expenses associated with the development
programme. The rise in expenditure this year principally
reflects the one off set up and ongoing running costs
associated with our expansion in Darlington to
accommodate new functions recently taken on by the
company.

Funding of those expenses is provided from the income
generated from servicing contracts for third parties
(£2.135 million), bank and other interest (£630,000)
and other income (£224,000), with the balance of
funding supplied in the form of Grant-in-Aid from the
funding authorities. Interest receipts have increased
this year due to reassessment of several prior year tax
computations. This has resulted in repayments being
due with associated interest repayments. Other income
consists mainly of administration and legal charges
recovered from third parties in relation to customers in
default. This income has fallen due to improvements in
preventing customers from entering default and
reductions in customer numbers due to full repayment
being reached by many in the old mortgage style loan
portfolic on which these charges are principally levied.




Statement of Total Recognised
Gains and Losses

This statement, presented on page 59, contains the
actuarial gain arising on the Company’s defined benefit
pension scheme (£6.339 million), the main gain having
arisen due to the volatility in the markets against the
initial assumptions.

Balance Sheet
The Company's balance sheet is presented on page 60.

Grant funding received in relation to capital spend is
treated as deferred income and released to the Profit
and Loss Account fo match the depreciation charged
each year on the assets purchased. However, as noted
above, under the normal conventions applying to the
parliarmentary control grants may not be issued in
advance of need. As a result, any element of
dilapidations provisions which is capitalised is not
offset by deferred income.

The net liability of £13.040 million on the balance sheet
primarily consists of £8.019 million in relation to
dilapidations provisions and £5.578 million of pension
liabilities.

Cash Flow Statement

This statement, presented on page 61, presents the
cash flows of the Company. These cash flows relate to
ongoing operating activities, including the development
programme of the Company. The cash flows relating to
the payment of funding to students as loans, grants or
allowances and the repayments received from those
customers who have entered repayment are not

. included in the Company's cash flow statement.

These monetary transactions are conducted through
bank accounts held “in Trust” for the relevant funding
authority and do not appear on the Company's
balance sheet.

35



STUDENT LOANS COMPANY LIMITED ANNUAL REPORT 2008-09

6

MANAGEMENT COMMENTARY

REMUNERATION REPORT

The remuneration for the Chairman, Chief Executive
and Non-Executive Board Members is determined by
the Secretary of State for Innovation Universities and
Skills and the Scottish Ministers.

The Non-Executive Board members are appointed by
the Secretary of State for a fixed term appeintment of
three years, which can be renewed once.

Remuneration Committee

Members of the Committee will be appointed by the
Board for an initial three-year term of office after which
their appointments may be subject to annual rotation.

The following Non-Executive Directors of the Board are
members of the Remuneration Committee:

Barbara Duffner, Chair
Sandra Arkle

Sally Smedley

Assessors have the right to attend all Commitiee
meetings on behalf of the shareholders.

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

Remuneration Committee meetings will normally be
attended by the Chiet Executive, and the Head of
Hurnan Resources.

The duties of the Remuneration Committee will be:

To determine those posts which will be designated
as ‘senior staff’ posts

Taking advice from the Chief Executive, to
determine:

* The contracts of employment, including all
terms and conditions of service, for senior
staff (executive board members and heads
of service), taking account of guidance and
rmarket information where appropriate;

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

To monitor and approve (for bonus purposes) the
performance of senior staff {(up to a maximum of
20% for Executive Board Members and 15% for
Heads of Service);

To approve the application of the severance policy
for senior staff posts, where appropriate;

To support the Chief Executive in making
recommendations each year (or such other period
as may be agreed} to the Board on the appropriate
pay award for all other staff in accordance with the
overall pay remit agreed with DIUS.




Directors’ Remuneration

Fees
Executive emoluments (including benefits in kind)
Pension contributions

2009 2008
£000 £000
43 25
193 223
17 17
253 265

The remuneration of each individual director analysed into its constituent elements, along with

comparatives is as follows:

Sary n Benus

expenses
i 2009 2008 2009 2008

| £o000 £000 £000¢ £000
Keith Bedell-Pearce 45 62 3 3
(left SLC on 17/12/08)

© J Goodfeilow T o1 . q -

| (joined SLC on 18/12/08)

‘:Halph Seymour-Jackson = 145 158 e -

1 {Chiet Executive)

‘Tpawa 2 5 - .
 {left SLC on 31/7/08) .

"AMcCusker 2 5§
_(left SLC on 31/7/08)

' B Duffner '
CTorkington
‘IDigkson
iSAde

: (joined SLC on 1/8/08)

TSSmedley o
' (joined SLC on 1/8/08)

1D Edelman
; (joined SLC on 1/8/08)

@ o o e
o

[
|3| ‘: w w
o
A

3

.
‘ |b|
' |

L. - -— - -

Ciher benefils and

Pension Contract terms
Coninbutions

Total Emoluments

2009 2008 2009 2008 Term Notice Apptto
£000  £OOD £000  £000 Period

48 65 - - NA  N/A  Dec08;
]
15 - T 0T TTaps 3mihs Déc_ﬂl
448 158 17 17 3yrs 6mths Dec09|
2 5 . . NA  NA NA
o . I {,

2 5 - - N/A - NA  N/A
e e — . 3
5 5 - '3yrs 3mths Mar 10!
i 57 - - 3yrs  3mths Mar 10f
5 5 - . 3yrs  3mths Mar 1 |
3 - - - 3yrs  3mths Aug 1l
2 T D Taps 3mihs Aug i |
3 - . . “3yrs  3mths Aug i1
F . |
236 248 17 17 t

— F

* Other benefits and expenses principally comprise motor car, medical insurance benefits, or in the case of the chairman, taxable

travel and subsistence expenses.

The constituent elements of the Chief Executive's
remuneration package are disclosed above. Under the
terms of his contract the Company is required to make
pension contributions on behalf of the Chief Executive
equivalent to 12% of his gross salary. He is not a
member of the Company scheme and has a personal
pension plan to which the contributions are paid.

As an ordinary member of the Company's group life
assurance scheme he is entitled to permanent health
insurance and death in service benefits. He is provided
with other benefits as noted above.

The Chief Executive is also eligible for payment under
a bonus scheme established with the approval of the
BDIUS and HMT and subject to such rules as the Board
may determine.

Such payments do not form a significant part of his
fotal remuneration. His total emoluments for Financial
Year 2008-09 do not include any performance related
bonus payment, since as at 30 June 2009 the amount
of his bonus for this period is still to be agreed.,

The Chief Executive’s initial contract was from Juty 2003
1o 31 December 2006. In 2006 this contract was
renewed for a further three years to 31 December 2009.
Discussions are underway about a further extension to
the Chief Executive's contract.

37




38

STUDENT LOANS COMPANY LIMITED ANNUAL REPORT 2008-09

Members of the Executive Management Team

As required by Executive Non-Departmental Public Bodies Annual Reports and Accounts Guidance, the following is
the remuneration of each individual substantive Executive Management Team member not included in the table of
directors' remuneration above.

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

The company receives the Pay Remit levels from the Treasury and we are able to allocate this to all employees in the
company. Our strategy for rewarding senicr management performance is based on the principle of uplifting salary
levels in a differentiated fashion, relative to individual performance and the market, and is determined by the
Remuneration Committee,

Salar onus Oher benit - Toll Emolumems . ension o Contract tlerms
and expenses Contnibutions
Director 2009 2008 2009 2008 2009 2008 2008 2008 Term Notice

£000 £000 £000 £000 £000 £o00 £000 2000 Period

;'6 Ross ' 135 126 B - 135 126 B T 17 ' Permanent 6 months i
'E Rae (from 8/9/06t0 - - 1 - . B 1T nA A
;15!5/07) ' : . i
T Y e el : - i — - R |
' W Gray 128 123 - - 128 123 ¥4 17 N/A N/A !
[C Andrew (from 01/05/07) - 111 104 - - o m 104 .15 " ’ Permanent 6 months |
ES— o R S s e - e oA 5 R T .w;'.‘}:: BRI P Lo A
iL Campbell {from 15/5/07) 142 124 - - " 142 124 l19 15 - Permanent 6 months

{M Herbert (from &/807) 125 80 - . 125 80 17 10 Permanent 6 months -
}‘ ‘641 568 - - t 641 567 " 88 71 | !

Penslon Disclosure for Members of the Executive Management Team

Real increase in Accrued pension at | Cash equivalent Real increase in Cash equivalent
pension and lump | age 60 at 3% March | transter value at cash eqguivalent transfer value at

Director sum at age 60 (£) | 2009 and related 31 March 2008 (£) | transfer value (£) 31 March 2009 (£)
lump sum {£)

|'C Andrew 42,736 81,525 731,908 " 128,009

' 35795

i

'L Campbel 10,480 13,957 21,140 ;
T\Fv Gray 39,048 " 93845 T 24,991 TV 123z l
1D Ross " 49.108 T a73s T eesd | 146,958 |
| . . . - =
M Herbert 14,815 |

L ]

8,060 4,606

I 9979

|
i
i

!

Ralph Seymour-Jackson
Chief Executive and Accounting Officer
30 June 2009




MAIN BOARD, EXECUTIVE
MANAGEMENT AND ASSESSORS

Chairman

John Goodfellow,
Non-executive Chairman
Appointed 18th December 2008

John Goodfellow has been non-executive Chairman of
SLC since December 2008. He was previously Chief
Executive and Director of Skipton Building Society.

He has been President of the Unisys Users Association
(UUA) and has spoken at numerous seminars on the
use of technology and fourth generation languages.
John is Chair of Governors of Skipton Girls' High
School and has been Non-executive director of a

New Zealand IT Services Company.

Meetings

Attended 3 out of 3 Board mastings

Attended 1 out of 1 Audit Committee meeting
Attended 1 out of 1 Remuneration Committee meating

Keith Bedell-Pearce

Keith Bedell-Pearce was part-time Executive Chairman
of the Student Loans Company fram December 2001
until December 2008, Keith was awarded a CBE for
his contribution to Public Services in the Queen's
Birthday Honours list on 13th June 2009.

Meetings

Attended 6 out of 7 Board meetings
Attendad 2 out of 4 Audit Committee meetings
Attended 2 out of 2 Remuneration Committee meetings

Non Executive Directors

Sandra Arkle

Sandra Arkle jeined SLC in August 2008. She is
currently the Vice-President International Marketing of
American Express within the Global Merchant Services
Division. Prior to this, she was at Vodafone in the
communication's division where she held the positions
of Global Head of Customer Insights & Global Head of
Vodatone live! Proposition. She has over 21 years of
blue-chip marketing experience and started her career
as a Brand Manager at Glaxo Smith Kline, later moving
to the Walt Disney Corporation where she headed
marketing for the UK home entertainment division.

Meetings

Attended 6 out of 7 Board meetings
Attended 2 out of 2 Rermuneration Committas meetings

Tanvil Davda

Tanvi Davda joined the Board of the Student Loans
Company in 2002, and following reappointment in
August 2005, served a further three years on the Board
until her term ended on 31st July 2008.

Meetings

Attended 3 out of 3 Board mestings
Attended 1 out of 2 Audit Committee meetings

lan Dickson

lan Dickson was appointed a Non-Executive Director of
the Student Loans Company in March 2005 and has
since been appointed as Chairman of the Audit
Committee which sits on a quarterly basis throughout
the year. He was previously Finance Director and
Principal Finance Officer (PFO) ior the Export Credit
Guarantee Department (ECGD), where his Board
responsibilities included finance, strategic operational
and project risk, internal audit and IT. Prior to that lan
worked in the insurance industry in Scotland with
Scottish Provident.

Meetings

Attended 9 out of 10 Board meetings
Attendad 6 out of 6§ Audit Committee mestings
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Barbara Duffner

Barbara Dufiner joined the Board of the Student Loans
Company in 2004 and became Senior Non-Executive
Director in October 2004, She is also the chair of the
Remuneration Committee. She was previously Head of
Personnel at Royal Mail in Scotland until she retired in
March 2004. Barbara was awarded an OBE in 2002 in
recognition of her Chairmanship of both the Careers
Service Review within Scotland and of the Children's
Hospice Association Scotland (CHAS). Barbara was
until the end of 2008, a Board Member of Scottish
Enterprise and a Member of the Judicial Appointments
Board Scotland. She is a Chair Member of the
Professional Conduct Committee of the General Dental
Council,and is also a Chair of Conduct Committees for
the Royal Institution of Chartered Surveyors. She is an
Employment Tribunal Member and a lay member of
the Court of the University of Glasgow and has recently
become a Member of the Regulatory Board of the
ACCA.

Meetings

Attended 7 out of 10 Board meetings
Attended 3 cut of 3 Remuneration Committee meetings

Davld Edelman

David Edelman joined SLC in August 2008. He is
currently the Managing Director of a small company
which supplies data sets to banks who need to comply
with Basel I, and the principal consultant with a niche
consultancy specialising in credit scoring and control.
Previously he had been an academic statistician and
had spent 17 years in retail banking ending with a Risk
Director role for the Royal Bank of Scotland’s Own
Brand Businesses.

Meetings

Attanded 6 out of 7 Board meetings
Attanded 3 out of 4 Audit Committee meetings

Angela McCusker

Angeta McCusker joined the Board of the Student
Loans Company in 2002, and following reappointment
in August 2005, served a further three years on the
Board until her term ended on 31st July 2008.
Meatings

Attended 3 out of 3 Board meatings
Attanded 2 out of 2 Audit Committea meetings

Sally Smedley

Sally Smedley joined SLC in August 2008. She has
had a career mainly in HR, latterly as HR and
Communications Director with British Energy from
1999 to 2006, following similar appointments with East
Midlands Electricity and BOC Group. She is currently
a consultant and a member of the National Trust
Appointments Committee and the Doctors and Dentists
Review Beard, and has recently completed two terms
as Non-Executive Director with Remploy Ltd where she
was Chairman of the Remuneration and Appointments
Committees.

Meetings

Attended 6 cut of 7 Board mestings
Attended 2 out of 2 Remuneration Committee maetings

Christian Torkington

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

Meetings

Aftanded & out of 10 Board mestings
Attended 2 out of 6 Audit Commiltee meetings




Main Board and Executive
Management Team Members

Ralph Seymour-Jackson
Chief Executive

Appointed 21 July 2003
{Reappointed 1 January 2007)

Raiph Seymour-Jackson was appointed Chief
Executive in 2003 and is responsible for the overall
management of the Company. He launched his career
as a pilot in the RAF before joining Norwich Union to
train as an Actuary. Ralph joined Scottish Provident in
1992, spending four years as Chiet Executive of their
Greek operation. In 1998 he became Scottish
Provident's Head of UK Operations. When Scottish
Provident was acquired by Abbey National in 2001,
Ralph was appeinted IT Director for the combined life
businesses.

Meetings

Attended 10 out of 10 Board meetings

Attended 6 out of 6 Audit Committee meetings
Attended 3 out of 3 Remuneration Commitiee mestings

Chris Andrew
Company Secretary

Chris Andrew has been Company Secretary since
February 2004 and became a member of the Executive
Board in May 2007. He provides a secretariat to the
Company's Board of Directors, ensuring that all
necessary Corporate Governance requirements are
complied with. Chris joined the Company in 1899 as
Head of Audit, having previously worked at KPMG as
a Senior Audit Manager. Chris is responsible for
Assurance Services, which encompasses the areas of
corporate assurance, internal audit, fraud and legal

& compliance. He became a member of the Chartered
Institute of Public Finance and Accountancy {(CIPFA)
in 1990.

Meetings

Attended 10 out of 10 Board maestings
Attended & out of 6 Audit Committee meatings

Executive Management Team

Derek Ross
Deputy Chief Executive and Director of Operations

Derek Ross was appointed Deputy Chief Executive in
February 2007 He is also Director of Operations
responsible for Business Services, Processing Services
and Change Management. Since joining the Student
Loans Company in 1999, Derek has been Director of
Administration, Company Secretary, and Legal
Services and Corporate Cornpliance Manager. Before
joining the Company, he was a practising solicitor for
15 years, both in the private and public sector.

Derek is a member of the Law Society of Scotland and,
in addition to his legal qualifications, holds a Masters
degree (MBA) from the University of Glasgow.

Meetings
Attended 9 out of 10 Board meetings

Wallace Gray
Information and Communications Technology (ICT)
Director

Wallace Gray has been Director of ICT since Qctober
2001 and is responsible for Systems Development,
Telecommunications, Technical Infrastructure
Architecture and Programme Management.

Before joining the Student Loans Company, Wallace
was the IT Director for the Scottish Legal Aid Board
where he worked for five years. During his 25 years
as a computer professional, he has held positions in
Standand Lite, Britannia Life and Robert Flemings
Merchant Bank. Wallace has three Masters Degrees
in Business Administration (MBA), Human Resource
Management and e-Business, as well as a BSc in
Computing. He is currently studying towards a Doctor
of Education (EdD) at Strathclyde University. He is a
member of the Association of Project Managers and is
one of a select number of UK Project Managers to be
awarded a Certificated Project Manager (CPM) title by
the 1APM.

Meetinga
Attended 9 out of 10 Board meetings
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Les Campbell
Finance Director

Les Campbell joined as Director of Finance in May
2007. He is responsible for all aspects of Finance, and
for Management Information, Facilities and
Procurement. Before joining the Student Loans
Company, Les was the Director of Finance at Glasgow
Housing Association for three and a half years. Prior to
that, he was the Group Financial Controller at British
Energy plc for seven years, having previously worked
with Scottish Power plc and PricewaterhouseCoopers.
He is a board member of the Scottish Legal Aid Board,
the non-departmental public body responsible for
managing legal aid in Scotland. He is alsc a council
member of Quarriers, the charity dealing with the
disabled, people with epilepsy and young people. Les
is a member of the Institute of Chartered Accountants
of Scotland.

Mestings

Attended 10 out of 10 Board meetings
Attended 6 out of & Audit Committea mestings

Martin Herbert
Marketing and Customer Services Director

Martin Herbert joined the Student Loans Company as
Customer Services Director in August 2007 He has
overall responsibility for the Customer Services
directorate, which includes Customer Insight, Hub
Services and Information, Advice and Guidance, across
Glasgow, Darlington and Colwyn Bay.

Martin previously worked for Ernst and Young and
Hedra plc. He has played leadership roles in the design
and delivery of some of the UK's most innovative and
challenging IT-enabled customer service change
programmes of recent times, founded on a wide range
of experience across the UK public sector and across
an array of industries.

Martin holds a PhD in Management Science from
Loughborough University, a Masters degree in
Business Information Technology Systems from the
University of Strathclyde. He has published papers and
presented on team working at conferences in Beijing,
Montreal and Slovenia. Martin also sits on the Cabinet
Office Contact Council.

Meatings
Attended 9 out of 10 Board meotings
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Assessors (In attendance)

Michael Hipkins

Director, Learners

Represents the Secretary of State for Innovation
Universities and Skills.

Michael Hipkins has been Director, Learners in the
Department for Innovation Universities and Skills)
since 2004,

Meetings

Attended 10 out of 10 Board meetings

Attended 6 out of 6 Audit Committea meetings
Attended 3 out of 3 Remuneration Commitiee mestings

Stephen Kerr
Head of Higher Education and Learner Support
Represents Scottish Ministers

Stephen took up the post of Head of the Higher
Education and Learner Support Division in May 2007
and is Deputy Director in the Scottish Government’s
Lifelong Learning Directorate. A qualified solicitor,
Stephen studied law at the University of Dundee
(undergraduate) and the University of Strathclyde
(postgraduate). Prior to joining the civil service,
Stephen held senior positions in Deloitte and

Dundas & Wilson LLP.

Meetings
Attended 7 out of 10 Board mestings (5 in person and 2 through his

altarnate, David Stephen, Chiaf Executive of SAAS)

Footnotes

Board Attendance
10 meetings were held between April 2008 and
March 2008.

Audit Committee
6 Audit Committee meetings were held between
April 2008 and March 2009.

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

Remuneration Committee
3 Remuneration Committee meetings were held
between April 2008 and March 20089.

HR was represented at all Remuneration Cornmitiee
meetings by the Head of HR.
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CHAIRMAN'S STATEMENT

In the first months since my appointment, | have been
impressed by the qualities embedded in the culture of
the company. Everyone working here is committed to
delivering a high quality, reliable service to our
customers, whether they are students, graduates,
higher education institutions or cur commissioning
stakeholders. And they are focused on ensuring that
costs are controlled without compromising the gquality
of that service.

Work to establish the Darlington processing centre has
continued apace, and early indications are that our new
way of handiing applications from students based in
England will meet the quality and efficiency objectives
set in the original plan. Significant steps have also
been made to move to on-line applications and we are
already seeing an encouraging level of take-up by
applicants.

During the next 24 months, we shall continue to
sireamline and automate our processes to improve
customer experience and provide the highest levels of
customer service. Qur objective is for the majority of
applications to be processed with minimum c¢lerical
handling and, for our repaying customers, to build on
our internet communication with them to strengthen
our relationship and allow their queries to be answered
quickly and efficiently.

As part of my introduction to the company, | visited our
centres in England, Scotland, and Wales and in future,
the Board will be meeting senior officials in the
devolved administrations to strengthen our links further.
We will also be holding Board meetings in our centres
across the UK.

The economic conditions that developed last year will
continue in the immediate future, and the company
must anticipate both an increase in applications for
student finance and an increasing need to improve
our efticiency, reduce our cost of service and provide
greater value for money to our stakeholders.

This is a challenge that the Board and management
relish. We view this as an opportunity to demonstrate
the inherent qualities and skill of the company and its
staff, and | am confident that in the next 12 months,
we will make significant progress towards achieving
our leng term objectives.

oy e e

John Goodfellow

Chairman
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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 2009. The financial
statements have been prepared in accordance with the
Companies Act 1985 as augmented, where
appropriate, in respect of additional information as
directed by the Secretary of State for Innovation
Universities and Skills. This has been done with the
consent of the Treasury, as set out in the Accounts
Direction given by the Secretary of State for Innovation
Universities and Skills, with the approval of the
Treasury, in accordance with the Financial
Memorandum of 4 May 1999,

Statutery background and history
The statutory background of the Company is provided
within the Management Commentary at page 6.

Business Review

The information in the section entitled "Management
Commentary' on pages 6 to 38 has been provided in
accordance with section 234228 of the Companies Act.

Dividends

The Company has no accumulated reserves and
accordingly the directors do not recommend the
payment of a dividend (2008: £Nil).

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

Sandra Arkle
from 1st August 2008

Non-Executive A

Keith Bedell-Pearce Executive Chairman
(part-time)

to 17th December 2008

Tanvi Davda Non-Executive *»
to 31st July 2008
lan Dickson Non-Executive*

Barbara Duffner

David Edelman
from 1st August 2008

John Goodfellow
from 18th December 2008

Angela McCusker
to 31st July 2008

Non-Executive #

Non-Executive*

Non-Executive Chairman

Non-Executive *A

Ralph Seymour-Jackson
Chief Executive

Sally Smedley Non-Executive

from 1st August 2008

Christian Torkington Non-Executive *

* Member of the Audit Committee.
A Member of the Remuneration Committee.

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 2009 or 31 March 2008.The Company is
wholly owned by the Secretary of State for Innovation
Universities and Skills and the Secretary of State for
Scotland.

The Chief Executive is also the Accounting Officer for
the Company.

The Secretary of State for innovation Universities and
Skills was a shadow director of the Company under
Secticn 741 of the Companies Act 1985 throughout
the year.

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

Employees

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

The Company is an Equa! Opportunities Employer and
gives full consideration to suitable applications from
disabled persons. Opportunities also exist for
employees who become disabled to continue in their
employment or to be trained for other positions within
the Company.
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Charitable donations
During the year the Company made no charitable
donations (2008: £ Nil).

Craditor payment policy

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

Throughout the year, 98% (2008 : 87%,; of invoices
were paid within agreed terms.

In accordance with the government request to public
sector bodies in December 2008 as a response 1o
economic conditions, we have endeavoured to pay all
suppliers within 10 days from receipt of invoice.

Corporate Governance

During the financiai year 2008-9, as an Executive
NDPB, the Company’s contro! framework was set out in
the Financial Memorandum. With effect from April 2009,
the Company’s governance arrangements are now set
out in a new Framework Document, which was drawn
up by the DIUS in consultation with the SLC and the
devolved administrations. This Framework supersedes
the Financial Memorandum, and sets out the broad
framework within which the SLC will operate.

As a matter of good practice the Company has,

since 1995, adopted published corporate governance
guidelines and has reported accordingly in the annual
directors’ reports. This is despite the fact that the
Company is not a listed Company ot the type to which
these requirements were directed. However, with the
pubiication of the Combined Code in 1998, and
subsequently the revised Code in 2003 and then in
2006, there are a number of matters with which, due
to its status as a NDPB, the Company cannot comply.
The following exceptions from its provisions should
therefore be noted:

« all appointments at Board level are made by the
shareholders: consequently there is no Nominations
Committee

= for the same reason, there is no provision for
re-election of executive directors

= remuneration of the Chairman and Chief Executive
is determined by the shareholders including
arrangements relating to loss of office

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

* remungration of non-executive directors is set by
the shareholders.

As defined within Managing Public Money, the
Accounting Officer is charged, in the Accounting Officer
Memorandum, with maintaining 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. He is also
responsible for signing the Statement on Internal
Contral.

The Accounting Officer's Statement on Internal Control
for the year ended 31 March 2009 is provided on
pages 49 to 55.

SLC Main Board
The role of the SLC Main Board is to:

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

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

« ensure that appropriate strategic, corporate,
operating and financial plans are in place for the
delivery of services required of the Company by
Ministers

* ensure the Company acts in accordance with
Ministers' policies and does not operate beyond
directions issued by Ministers

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

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

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




Remuneration Committee

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

The duties of the Remuneration Committee are:

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

* taking advice from the Chief Executive to
determine:

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

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

+ to monitor and approve for bonus purposes the
performance of senior staff

= to approve the application of the severance policy
for senior posts, whetre appropriate

+ to support the Chief Executive in making
recommendations each year (or such other period
as may be agreed) to the Board on the appropriate
pay award for all other staff in accordance with the
overall pay remit agreed with the DIUS.

Audit Committee

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

The Audit Committee will advise the Accounting Officer
and Beard on:

* the strategic processes for risk, control and
governance and the Statement on Internal Control,
including the supporting assurance framework

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

+ the planned activity and resutts of both internal and
external audit

+ the adequacy of management responses to issues
identified by audit activity, including external audit's
management letter

* assurances relating to the Company’s corporate
governance requirements (e.g. compliance with the
Financial Memorandum, Managing Public Money,
etc)

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

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

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

The Audit Committee will also periodically review its
own effectiveness and report the results of that review
to the Beard.

Throughout the period, both external and internal audit
had the right of independent access to the Chairman
and members of the Committee.
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Going concern

The balance sheet at 31 March 2009 shows net
liabilities of £13,040,000 {2008: £18,591,000). These
liabilities arise as a result of the inclusion of pension
fund liabilities falling due in future years In accordance
with the accounting treatment required by FRS 17
Retirement Benefits, and a provision in respect of
dilapidations arising from the Company's leasehold
commitments. To the extent that they are not to be met
from the Company's other sources of income, these
liabilities may only be mel by future grants or
grants-in-aid from the Company's sponsoring
departments. This is because, under the normal
conventions applying to the parliamentary control over
income and expenditure, such grants may not be
issued in advance of need.

Grant-in-aid for 2009-10, 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
heen approved by Parliament, and there is no reason
to believe that the Department's future spensorship and
future parliamentary approval will not be forthcoming.

It has accordingly been considered appropriate to
adopt a going concern basis for the preparation of
these financial statements.

The net liability position presented in the balance sheet
is entirely a result of the recognition of pension
liahilities and dilapidations provisions. There is no
impact on the Company’s ability to provide its services
to either its customers or key business partners and,
theretore, no changes are required to the way in which
the Company operates.

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

Auditors

Pursuant to Section 487 of the Companies Act 20086,
the auditors will be deemed to be reappointed and
KPMG LLP will therefore continue in office.

By order of the Board

Ralph Seymour-Jackson
Director and Accounting Officer

21 5t. Thomas Street
Bristol

BS1 6JS

30 June 2008




STATEMENT ON
INTERNAL CONTROL
TO 31ST MARCH 2009

This statement is provided by the Accounting Officer in
line with corporate governance guidance issued by
HM Treasury.

Scope of responsibility

As Accounting Officer, | have responsibility for
maintaining a seund system of internal control that
supports the achievement of the Company's policies,
aims and objectives, whilst safeguarding the public
funds and departmental assets for which | am
personally responsible, in accordance with the
responsibilities assigned to me by the DIUS, as
described within the SLC Financial Memorandum,
and in accordance with relevant Treasury guidance,
in particular the FREM (2008), and Managing Public
Money (2007) .

The Student Loans Company is a non profit making
publicly funded private limited company. From its
inception in 1989, the Company has been whally
owned by the Secretary of State for Innovation
Universities, and Skills, the Secretary of State for
Scotland, Since 1996, the Company has also been

an executive non-departmental public body (NDPEB).

As an NDPB the Company is required to adhere to
public sector standards, as outlined within Managing
Public Money 2007 in all its operations and activities,
except where alternative Treasury approved contractual
standards are in place. It is also required to comply with
the requirements of the Companies Ac¢t 2006, and meet
the requirements of good governance.

The role of the shareholders is to:

* determine policy for student support, establish and
maintain the legislative framework

« set 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

Parliament and Ministers, and to Government on
the general role and overall operation of the |
Company.

* Report to Parliament, including the Scottish

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

In accordance with guidance, and consistent with
permission given by the London Stock Exchange to the
Boards of listed companies, the Company has
complied with ‘Internal Control: Guidance for Directors
on the Combined Code’ (the Turnbull guidance}, which
underpins provision C2 of the Combined Code, where
possible. It has also complied with the guidance
contained within Managing Public Money {(2007),
issued by HM Treasury.

The purpose of the system of internal control

The system of internal control is designed to manage
risk to a reasonable level rather than to eliminate all
risk of failure to achieve policies, aims and objectives;
it can therefore only provide reasonable and not
absolute assurance of effectiveness. The system of
internal control is based on an ongoing process
designed to identify and prioritise the risks to the
achievement of departmental policies, aims and
objectives, to evaluate the likelihood ot those risks
being realised and the impact should they be realised,
and to manage them efficiently, effectively and
economically. The system of internal control has been
in place in the Company up to 31st March 2009, and
accords with the Treasury guidance.
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Internal Management Structure - Executive Board
In response to the increasing size and complexity of
the business, | have delegated responsibility for
controlling and monitoring the Company's operational
and financial management to an Executive Board,
supported by three Sub-Boards as detailed below.

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

* Set the Company’s strategic and business priorities
and objectives, in line with the strategies set out by
its stakeholders, and keep these under regular
review.

+ Approve the Corporate Plan.

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

e Approve reports for presentation to the Main Board.

* |dentify, and manage corporate and strategic risks
and issues; and take appropriate mitigating actions
in line with the Company’s risk appetite.

« Delegate responsibility to the three Sub-Boards
wherever possible or appropriate.

« Act as leaders of the Company, setting the priorities
for the development of the organisation’s:

1. wvalues and behaviours;

2. performance management and succession
planning;
3. Internal communications.

The three Sub-Boards oversee Company performance,
and the supporting internal contro! framework, ensuring
that all business services are striving towards the
Company’s strategic objectives and key business
objectives, as set by the Main Board and the Executive
Board.

This will ensure that operational management
decisions are taken at the most effective and
appropriate level.

Sub-Board Terms of Reference are agreed with the
Executive Board, and are subject to periodic review.
Decisions taken by the Sub-Boards on reserved
matters are subject to approval at Main Board and/or
Executive Board level, as appropriate.

Finance & Governance Board

The Board's responsibilities specifically include
ensuring that the company fulfils its legal and statutory
responsibilities in accordance with Treasury guidance,
and for championing the highest standards of corporate
governance and ethics. Duties incorporate ensuring
that proper policies and procedures are in place,
alongside monitoring arrangements for Corporate
Governance, Risk Management, Internal Audit, Fraud
Management, Financial and Internal Contrel, HR
Policies & Procedures, Health & Safety, Business
Continuity and Security.

Operational Delivery Board

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

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

The Board will receive reports from the following
Sub-Boards, Forums or Groups:

* Product & Services Sub-Board

« Supplier Management Forum

* Programme / Project Boards

* Stakeholder Steering Group




Product & Services Board

The Board's responsibilities are to ensure robust
processes are in place for identifying change
requirements and managing delivery of change, that
these are defined and followed across the organisation,
and that change capacity is allocated to deliver agreed
priorities for product and service development.

The Board will oversee delivery of projects and
programmes, while ensuring that supplier delivery

for development of products and services is managed
appropriately.

Duties incorporate ensuring that, for Project /
programme management, proper policies and
procedures are in place, alongside monitoring
arrangements for:

* Risk management in projects and programmes
* Quality measurement for change initiatives
+ Benefits management for change initiatives
+ Financial controls for projects and programmes

The Security Forum

The role of the Security Forum is to establish and
maintain an “Information Security Management
System” which includes the following defined activities:

« proposal of new policies for consideration by the
Finance & Governance Board

* agreeing actions to ensure implementation of
security policies approved by the Finance &
Governance Board

« approval and implementation of standards and
procedures to support approved security policies

* review of identified security risks and threats and
approval of appropriate controls

* exchange best practice to ensure consistency of
approach across the company

* review security incident reports and generate
recommendations, either at the scheduled meeting
or on an ad hoc basis if required

+ review Data Protection and Freedom of Information
reports as required

+ establish links with other SLC forums relating to
security matters (e.g. Business Continuity), and
other organisations in order to identify and adopt
industry best practice.

Going forward, the Security Forum will be replaced by
the Protective Security Group, which will have
responsibility for establishing appropriate frameworks
and policies to provide assurance that legal obligations
and mandatory standards are being achieved by the
Company.

The group will be responsible for directing strategy and
delegating policy/procedure formulation to the sub
groups. The model for the group is a delegated
committee of the F&G Board with authority for the
approval of policy in relation to organisational security
matters.

Current items that this group will be responsible for are:

+ DIUS requirements for compliance with the Data
Handling Review.

+ Information Charter; review and approval.

+ Certification strategy for 1ISO standards
(ISO 27000 series).

+ Manual of Protective Security review for adoption
and compliance.

+ Corporate Security Policles.

« Setting objectives and sponsoring initiatives
for data management and integrity.

+ Setting objectives and sponsering initiatives
for information management.

* Liaison with the Fraud Strategy Group and
Business Continuity Group.

51



82

STUDENT LOANS COMPANY LIMITED ANNUAL REPORT 200B-09

The Risk and Control framework & Capacity to
Handle Risk

The Company's risk management policy is to ensure
that business risks are understood, proactively
assessed and managed in such a way that the impact
of these risks is maintained in accordance with the
Company’s appetite and tolerance for risk.

The Executive Board is responsible for establishing
the overall risk appetite and tolerance that should be
accepted in pursuing the Company's objectives.

The risk management policy is based upon the
following series of principles:

+ Responsibility and accountability for risk
management is clearly assigned and accepted.

+ Risks are understood, quantified, prioritised and
managed to an acceptable level.

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

¢ The system of internal control and risk profile is
reviewed and disclosed on a regular basis.

+ New and better ways to improve and optimise the
system of internal control are pursued to befter
achieve business/quality objectives.

* Effective escalation and incident management
processes operate, which enable both immediate
damage limitation and subsequent root cause
analysis and rectification to take place.

Risk appetite

Risk is unavoidable and every organisation needs to
take action to manage risk to a level which is tolerable.
The amount of risk which is judged to be tolerable is
the “risk appetite? Risk appetite has been judged on a
risk by risk basis, however over recent months, SLC
has been developing a more sophisticated approach to
risk appetite, the Risk Appetite Framework, which is the
framework classification of Risk Appetite to be applied
to agreed standard SLC Risk Categories.

Workshops have been held with the Executive Team,
mapping current SLC Strategic Risks to the proposed
Risk Appetite Framework. This is based on

HM Treasury guidelines and follows National Audit
Office recommendations. All risks will now be presented
as a series of five “impact v likelihood” matrices with
each element within a matrix allocated a RAG status.
Goling forward, the Company is introducing an
approach 1o improve the outward looking / external
aspects of the SLC risk management approach e.g.
through “horizon scanning”

Embedding Risk Management
The Company has embedded risk management into
its activities.

Key features of the process are:

* Maintenance of a Strategic Risk Register, with
annual refreshes via a Strategic Risk Workshop
attended by the Executive Board.

* Maintenance of Operational Risk Registers within
each business area and appropriate specialist
forums

* Maintenance of a Corporate Risk Register,
containing those risks that have been escalated for
management by the various Management Boards.
This is reviewed monthly.

+ Development of a Fraud Risk Register, for review
by the Fraud Management Strategy Group.

+ Development of an Information Asset Risk Register,
to be reviewed by the Protective Security Group.

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




Review of Effectiveness

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 control is informed by the work of the internal
auditors and the Executive Board / Finance &
Governance Board within the Company who have the
responsibility for the development and maintenance of
the internal control framewaork, and comments made by
the external auditors in their management letter and
other reports. | have been advised on the implications
of the result of my review of the effectiveness of the
system of internal control by the Board, the Audit
Committee, the Executive Board, and its Sub-Boards,
and a plan to address weaknesses and ensure
continuous improvement of the system is in place.

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

* regular meetings of the Board of Directors which
has a schedule of matters which are specifically
reserved for its approval and which are the subject
of regular standard reports as required;

s arrangements under a constitution for an Audit
Committee of the Board tc meet regularly and
receive from management and internal and external
auditors, inter alia, reports on the system of internal
control, and to provide reasonable assurance that
contre! procedures are in place and are being
followed;

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

¢ an organisational structure within the Company to
support business processes and with clear lines of
responsibility; comprising an Executive Board, with
three sub-Boards dealing with Finance &
Governance, Products & Services Development,
and Cperational Delivery matiers;

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

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

+ a Corporate Assurance function, responsible for
establishing and maintaining risk management,
securily management and quality management
processes;

* alegal and Compliance function, to monitor
compliance with relevant legislation, including the
Data Protection Act and Freedom of Information Act;

« provision by each member of the Executive Board
and each Head of Service of an annual Statement
of Assurance to the Accounting Officer, confirming
their acceptance of their delegated responsibility for
maintaining an adequate system of internal control
and risk management;

+ adoption of a risk-based approach to internal
control through evaluating the likelihood and
significance of identified corporate risks, resting
responsibility for risk management and internal
control with designated owners, and with an
ongeing process of monitoring and reporting
progress against the Company’s key risks;

+ a Corporate Financial Pian, supporting strategic
and operational plans, with a detailed annual
budget, regularly revised forecasts, a comparison of
actual spend with budgetforecast on a monthly and
quarterly basis, operating cash flow and variance
statements; and key performance indicators, a!l of
which are reviewed by the Board;

+ measuring financial and other performance against
key performance indicators;

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

+ an Annual General Meeting.

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

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

In the opinion of the Executive Directors and the Heads
of Service, the overall average assessment is that the
maturity of the risk management process within the
Company is between level 3 (“implemented in all key
areas”) and level 4 (‘embedded and improving”).
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Significant Internal Contrel Problems
The following significant contro! problems have been
identified:

Provalence of Fraud within the Student Support
System - Income Related Fraud

During FY2008-2009, an in-house fraud
detection pilot study was undertaken, in order to
estimate the prevalence of income related fraud
within the Student Support system emanating
from student groups deemed higher risk.

The sample findings demonstrate that, in
common with other public agencies, Student
Support Is susceptible to income fraud, with an
overall estimated fraud rate of 1.2% by
application.

SLC is committed to ensuring that fraud and error in
student support are reduced to the lowest possible
level. Based on these results, the SLC is committed
to taking forward a number of additional checks
during the AY 2009/10 application cycle. In the
longer term, SLC is also working with HMRC to
enable enhanced verification of household income
against tax payer returns.

Student Support Overpayments

Incorrect payments of student support are being
made to students because of late notifications
of withdrawal from students and/or HEls,
resulting in payments being made to students
who are not eligible, having withdrawn from
Higher Education.

The total value of loan overpaymaents due to
late notification of withdrawal In FY2008-09 was
approximately £21 million, with a cumulative
value of £191 million over the lifetime of the
income contingent scheme from 1999 to date.

The figure referred to above does not necessarily
represent a loss, as any overpayments are
recovered by way of norrmal income contingent loan
repayments, whiist an existing system is in place to
recover overpaid grants.

While the Company is not responsible for the key
processes that are pertinent to these overpayments
being made, we are working with our partners to
consider a range of options to prevent payments
from being made to students who have withdrawn.
It is worth noting that there is always likely to be a
residual level of late notifications in the system that
cannot be resolved by the Company and its
partners alone.

ICR Cver-Repayments

One matter has been included due to the
significant level of public interest. Due to the
time lags in information transfers from key
partners, all customers who repay by PAYE will
overpay, some significantly so, unless the
customer takes the initiative to instigate
appropriate action by using the self-predictor
tool and contacting the Company.

This situation is an outcome of the way in which the
income contingent repayment scheme operates,
and the scale of this issue will grow in future years
as more customers complete the repayment of their
loans. The Company has put in place arrangements
to ensure that when this occurs, the amount of the
overpayment (together with the associated interest)
will be returned promptly to the customer.

The Company is currently working on a project to
tackle lcan over repayments, due to be
implemented later this year, and is working with the
DIUS and HMRC to minimise the impact through
effective custorner communications.

PROTOCOL Assessment Rules Engine -
Split Contribution Issue:

Split Contributlons arise In families entitled to
means - tested support, where more than one
student undertakes higher education at one
time. Family contributions towards their
children’s maintenance costs is a tamily level
amount that is broadly spread equally over all
the children in Higher Education in any
particular Academic Year. It applies to around
7% of students in any academic year.




During AY(08/09, an error arose within the
software used to calculate entitiement for a
subset of students with split contributions,
where the system rules engine was correctly
calculating the appropriate split contribution but
was not at the final stage reducing the loan
entltlement by this deduction for this particular
subset of students.

This error affected 3,475 students, which is
approximately 0.4% of the total UK domiciled
students in AY 08/09, and the financial impact of
this was approximately £2.2 million.

Ministers obtained the necessary powers, and put
in place arrangements to ensure no students were
financially disadvantaged by this incident.

Disabled Student Allowances

Disabled Student Allewances (DSA) help pay
for extra costs a student may incur as a direct
result of their disability or specific learning
difficulty when studying their course.

During FY2008-2008, the SLC Internal Audit
Section undertook a review at my request into the
systems, procedures, and policy framework
governing the assessment and payment of Disabled
Students’ Allowances, as responsibility for the
process has now transferred from the DIUS to the
SLC. The review identified a number of significant
issues, in particular:

+ A significant opportunity to enhance VFM within
procurement processes for the laxpayer

* A requirement to review, and where necessary
strengthen, the governance framework around
disabled students.

SLC are now leading the drive for VFM savings,
while the DIUS are leading on the resclution of the
governance framework. | expect that appropriate
delegated authority levels will be in place for the AY

2010/2011. Terms of reference have now been
proposed to DIUS covering the project work
required to take the procurement and governance
issues forward for resolution.

| am satisfied that these steps will address the
issues raised with regard to this important stream
of support, and ensure that vulnerable students
continue to receive the quality and level of support
to which they are entitled.

By order of the Board

v

Ralph Seymour-Jackson
Director and Accounting Officer

21 St, Thomas Street
Bristol

BS1 6JS

30 June 2009
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STATEMENT OF DIRECTORS’
RESPONSIBILITIES IN RESPECT
OF THE DIRECTORS’ REPORT
AND FINANCIAL STATEMENTS

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

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

The financial statements are required by law to give a
true and fair view of the state of affairs of the company
and of the result of the company for that period.

In preparing these financial statements, the directors
are required to:

« select suitable accounting policies and then apply
them consistently;

+ make judgements and estimates that are
reasonable and prudent;

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

* prepare the financial statements on the going
concern basis unless it is not appropriate to
presume that the Company will continue in
business.

The direclors are responsible for keeping proper
accounting records that disclose with reasonable
accuracy at any time the financial position of the
Company and to enable them to ensure that its
financial statements comply with the Companies Act
1985. They have general responsibifity 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 irregularities.

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

In addition, the then DIES, with the agreement of the
Scofttish Executive and, in Northern Ireland, the
Department for Employment and Learning,
re-appointed the chief executive as accounting officer
for the Company in July 2003. This re-appointment
continued to place on the chief executive the
responsibility for ensuring the regularity and propriety
of the public finances as set out in the management
statement accorpanying the Company’s financial
memarandum.




INDEPENDENT AUDITORS’
REPORT TO THE MEMBERS
OF STUDENT LOANS
COMPANY LIMITED

We have audited the financial staternents of Student
Loans Company Limited for the year ended 31 March
2009 which comprise the Profit and Loss Account,
the Balance Sheet, the Cash Flow Statement, the
Statement of Total Recognised Gains and Losses and
the related notes. These financial statements have
been prepared under the accounting policies set out
therein.

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

Respective responsibilities of directors and
auditors

The directors’ respensibilities for preparing the Annual
Report and the financial statements in accordance with
applicable law and UK Accounting Standards (UK
Generally Accepted Accounting Practice) are set out in

the Statement of Directors’ Responsibilities on page 56.

Our responsibility is to audit the financial statements in
accordance with relevant legal and regulatory
requirements and International Standards on Auditing
(UK and Ireland}.

We report to you our opinion as to whether the financial
statements give a true and fair view and are properly
prepared in accordance with the Companies Act 1985.
We also report to you whether, in our opinion, the
information given in the Directors' Report is consistent
with the financial statements. The information given in
the Directors’ Repaort includes that specific information
presented in the Management Commentary that is
cross referred from the Business Review section of the
Directors’ Report. We also report whether in all material
respects the expenditure and income have been
applied to the purposes intended by Parliament and the
financial transactions conform to the authorities which
govern them.

In addition we report to you if, in our opinion, the
Company has not kept proper accounting records,

if we have not received all the information and
explanations we require for our audit, or if information
specified by law regarding directors’ remuneration and
other transactions is not disclosed.

We read the other information contained in the Annual
Report and consider whether it is consistent with the
audited financial statements. We consider the
implications for our report if we become aware of any
apparent misstatements or material inconsistencies
with the financial statements. Our responsibilities do
not extend to any other information.

Basis of audit opinion

We conducted our audit in accordance with International
Standards on Auditing (UK and Ireland) issued by the
Auditing Practices Board. An audit includes examination,
on a test basis, of evidence relevant to the amounts and
disclosures in the financial statements.
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It also includes an assessment of the significant « the information given in the Directors’ Report is
estimates and judgements made by the directors in the consistent with the financial statements;
preparation of the financial statements, and of whether
the accounting policies are appropriale to the
Company’s circumstances, consistently applied and
adequately disclosed.

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

We planned and performed our audit $0 as {o obtain all

the information and explanations which we considered

necessary in order to provide us with sufficient

evidence to give reasonable assurance that the
financial statements are free from material K p A S
misstatement, whether caused by fraud or other
irregularity or error. In forming our opinions we also KPMG LLP
evaluated the overall adequacy of the presentation of Chartered Accountants
information in the financial statements. Registerad Auditor

191 West George Street
Opinion Glasgow G2 2LJ
In our opinion:

30 June 2009
+ the financial statements give a true and fair view,

in accordance with UK Generally Accepted

Accounting Practice, of the state ot the Company's

affairs as at 31 March 2009 and of its loss for the

year then ended;

s the financial statements have been properly
prepared in accordance with the Companies
Act 1985;




Profit and Loss Account
for the year ended 31 March 2009

Note 2009 2008
£000 £000
Turnover 3 87908 69,029
Administrative expenses (88,441) (70,295)
Operating loss {533) (1,266}
Other interest receivable and similar income 4 630 364
Other finance costs 20 {672) (437)
Notional cost of capital 5 554 630
Loss on ordinary activities before taxation
including notional cost of capital (21) {709)
Reversal of notional cost of capital 5 (554) (630)
Loss on ordinary activities before taxation 6 (575) (1,339)
Tax on loss on ordinary activities 8 478 1,339
Loss/Result for the financial year 21 {97) -

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

Statement of Total Recognised Gains and Losses

for the year ended 31 March 2009

Loss/result for the year

Actual return less expected return on
pension scheme assets

Experience gains and losses on pension
scheme liabilities

Changes in assumptions underlying the
pension scheme liabilities

Actuarial loss recognlised in STRGL

Total recognised losses for the year

20

2009
£000

(6,179)
204

12,314

2009
£000
(97)

{6,339)

(6,242)

2008

(2,310)

{5

1,532

2008
£000

(783)

(783)

5%
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Balance Sheet
at 31 March 2009

Note
Fixed assets
Tangible assets 9
Current assets
Debtors 10
Deferred tax 1
Cash at bank and in hand 12

Prepayments and accrued income

Creditors: amounts falling due within one year 13

Net current assets

Total assets less current liabilities
Provisions for liabilities and charges 14

Accruals and deferred income
Deferred capital receipts 15

Net liabilities excluding pension liability
Pension liabllity 20

Capital and reserves

Called up share capital 16
Profit and loss account 21
Total shareholders’ funds — equity 17

£000

4,744

3,638
5,249

13,631
(13,631)

2008
£000

8,330

8,330
(8,019)

@773)

(7462)
{5,578)

(13,040)

(13,040)

(13,040)

£000

7518

67
2,232
4,686

14,503
(14,503)

These financial statements were approved by the Board of Directors on 30 June 2009 and

were signed on its behalf by:

M

Ralph Seymour-Jackson
Director and Accounting Officer

2008
£000

6,086

6,086
(7.365)

(6,086)

(7.365)
(11,226)

(18,591)

(18,591)

(18,591)




Cash Flow Statement
for the year ended 31 March 2009

Note

Net cash (outflow) from
operating activitles 18

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

Taxation
Corporation tax paid
Corporation tax repaid

Capital expenditure and financial
investment

Payments to acquire property, plant and
equipment

Net cash outflow from capital expenditure
Net cash (outflow) before financing
Financing

Capital funding received from the funding bodies

Increasef/{Decrease) In cash in the period
Net funds at 1 April

Net funds at 31 March

2009
£000 £000

(617)

629

(58)
2,070

{3,718)

(3.718)

(1,694)

3,100

1,406
2,232

3,638

2008
£000 £000

(6,803)

347

(2,869)

(2,869)

(9,325)

2,869

(6,456)
8,691

2,232
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Notes (forming part of the financial statements)

1 Accounting policies

The following accounting policies have been applied consistently in dealing with items which are considered
material in relation to the Company's financial statements.

The amendment to FRS 17 ‘Retirement benefits’ has been adopted in these financial statements for the first
time and the disclosures it requires have been presented for both the current and comparative period.

The amendment to FRS 17 also requires that quoted securities are valued at their current bid-price rather
than their mid-market value. No adjustment has been applied to the comparative figures as the Directors
considered the effect of this change not to be material to the financial staternents.

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

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

(a) in accordance with the terms of the Company's framework document any interest earned on funds made
available for making loans to students and on money repaid to the Company by borrowers under the
scheme shall be returned to the funding bodies; and

{b) under section 32 of the framework document, there is an agreement between the Company and the
funding bodies that the Company is 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.

Basls of preparation

The terms of the framework document between the Secretary of State for Innovation Universities and Skills,
the Lifelong Learning Directorate of the Scottish Government, the Department of Employment and Learning in
Northern Ireland, the Department of Children, Lifelong Learning and Skills in the Welsh Assembly and the
Company require that the Company shall conduct its affairs so as to remain solvent within the total resources
made available to it by the funding bodies. These financial statements have been prepared on this basis.

The Company has net liabilities at the batance sheet date, arising from its obligations in respect of the
inclusion of pension fund liabilities falling due in future years in accordance with the accounting treatment
required by FRS 17 Retirement Benefits, and a provision in respect of ditapidations arising from the
Company’s leasehold commitments. To the extent that they are not to be met from the Company's other
sources of income, these liabilities may only be met by future grants or grants-in-aid from the Company’s
sponsoring departments. This is because, under the normat conventions applying to the parliamentary control
over income and expenditure, such grants may not be issued in advance of need.

Grant-in-aid for 2009-10, 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 is no reason to believe that the Department's future sponsorship and future
parliamentary approval will not be forthcoming. It has accordingly been considered appropriate to adopt a
going concern basis for the preparation of these financial statements.




Departures from Government Financial Reporting Manual
The FReM states that non-deparimental public bodies should account for Grant In Aid {GIA) as a movement in
reserves rather than turnover.

Although as a non-departmental public body the Company is required to comply with the FReM, as a statutory entity
it is first and foremost bound by the Companies Act. The Company has concluded that it is appropriate to continue to
account for GIA as turnover, on the basis that the GIA received by the Company is required in order to carry out a
function which its owners have asked it to perform. On that basis, the Company considers GIA to be an exchange
transaction and, as such, requires to be accounted for in the Profit and Loss Account.

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

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

Turnover

Turnover represents the revenue element of grant-in-aid funding receivable from the funding bodies for the purpose
of administering loan funds, administration fees earned by the Company from third parties and administration and
legal charges applied in relation to customers in default. A review of legal charges levied is carried out annually and
doubtful debts provided where appropriate.

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

Computer and other electronic equipment - over 3 years

In-house computer development - over 5 years

Furniture, fixtures and fittings - over 8 years

Motor vehicles - over 3 years

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

Deferred capital receipts

Funding received from the funding bodies for the purpose of capital expenditure, excluding the element relating to
any capitalised dilapidation provision, is credited to the deferred capital receipts account and is released to the profit
and loss account by amounts equal to the associated depreciation charge.

Operating leases
Rentals payable under operating leases are charged to the profit and loss account in the period to which they relate.
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Pensions
The Company operates a defined benefit pension scheme, providing benefits based on final pensionable pay.
The assets of the scheme are held separately from those of the Company.

Pension scheme assets are measured using market values. For quoted securities the current bid price is taken as
market value. Pension scheme liabilities are measured using a projected unit method and discounted at the current
rate of return on a high guality corporate bond of equivalent term and currency to the liability.

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

Taxation

The charge to taxation is based upon the profits of the year attributable 1o third party administration services,
together with interest income received during the year. A deferred tax asset is recognised to the extent that carried
forward losses are expected to be recovered against profits emerging in future accounting periods.

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

2 Statement of loans administered by the Company

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

As at 31 March 2009 the total balance of the loan portiolio administered by the Cempany on behalf of the funding
bodies was £30,874,000,000 (2008:£26,678,010,000), which excludes all non repayable student support,




3 Turnover
Turnover is analysed as follows:

200% 2008

£000 £000

Grant-in-Aid receivable 85,549 66,252
Administration fees receivable from third parties 2,135 2,110
Other income 224 667
87908 69,029

The increase in grant-in-aid is primarily related to the funding received to finance the development of systems
and business processes to administer additional services located in Darlington for which the Company has
now assumed responsibility.

Administration fees receivable has marginally increased due to a combination of an increase in income from
Higher Education Institutions in relation to the bursary service as customer numbers have increased by a new
academic year intake as the scheme has now entered the third year of operation. This is partially offset by a
reduction in third party portfolio administration income following the non renewal of the contract in October
2008.

Other income consists mainly of administration and iegal charges recovered from third parties in relation to
customers in defaull. This income has fallen due to improvements in preventing customers from entering
default and reductions in customer numbers due to full repayment being reached by many in the old mortgage
style portiolio on which these charges are principally levied.

4 Interest receivable

2009 2008

£000 £000

Bank interest 256 352
Corporation tax repayment interest ara 12
630 364

5 Notional cost of capital

In accordance with the Government Financial Reporting Manual, the Company is required to disclose the
notional cost of capital. In the year ended 31 March 2009, the cost of such capital, calculated at 3.5% for both
the current and pricr years, the rates determined by the Government Financial Reporting Manual guidance,
was a credit of £554,000 (2008: £630,000).
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6 Loss on ordinary activities before taxation

(a) This is stated after charging or (crediting): 2009 2008

£000 £000
Dilapidations provision 35 -
Depreciation 1,394 965
Loss on disposal of fixed assets 80 -
Amortisation of deferred capital receipts (1,332) (965)
Directors’ remuneration 253 266

Auditors' remuneration, including expenses:

Audit of these financial statements 39 39
QOther assurance services 22 17
Tax services 13 30

Operating lease rentals:
Land and buildings 3,015 1,858
Computer and other equipment 3,715 4,441

Non-audit services are subject to the Company’s nermal procurement rules and the Company is, therefore,
satisfied that the auditors’ independence has not been compromised.

{b) Directors' remuneration: 2009 2008
£000 £000

Fees 28 25
Executive emoluments (including benefits in kind) 208 224
Pension contributions 17 17
253 266

The remuneration of each individual director is analysed in the Remuneration Report.




7 Staff numbers and costs
The average number of full-time equivalent employees of the Company (including directors) during the year was as
follows:

2009 2008
Number of employees 1,644 1,270

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

The aggregate payroll costs of these persons were as lfollows:

2009 2008
£000 £000
Wages and salaries 38,731 30,546
Social security costs 3,006 2,471
Pension service costs 3,012 2,441

44,749 35,458




STUDENT LOANS COMPANY LIMITED ANNUAL REPORT 2008-09

8 Tax on loss of ordinary activities

Current taxation (credit) for the period at the standard
rate of 28% (2008: 30%)

Deferred taxation charge for the period at the standard
rate of 28% {2008: 30%)

2009
£000

(478)

(478)

2008
£000

(1,533)

194

(1,339

charging the costs associated with the administration of that business, plus bank and corporation tax
repayment interest. The current tax charge for the period consists of a recovery for prior years following
agreement with HMRC of an adjustment in treatment for tax purposes of the costs of a particular function of

the work involved in our third party portfolio administration.

The deferred tax charge represents the impact of a reduction in the fevel of taxable losses which are
anticipated to be recoverable in future periods following a decision to reinvest any future profits generated
through bursary scheme administration back into enhancements to the scheme.

The tax assessed for the period varies from the standard rate of corporation tax in the UK {(28% in 2009 and

30% in 2008). The differences are explained below:

Loss on ordinary activities at standard UK corporation tax rate
Effects of:

Losses not utilised in the current period

Adjustment re: prior year assessments

Amounts not subject to corporation tax

Current taxation (credit) for the period

2009
£000

(161)
Y

{608)
282

Tax is chargeable at 28% of the taxable profits arising on administration fees receivable from third parties, after
\
|
|

(478)

2008
£000

(402)
849
(2,383)
403

{1,533)




9 Tangible fixed assets

Assets Short Computer Furniture, Motor Total
under ieasehold & other fixtures vehicles
construction improvements electronic & fittings
equipment

Cost £000 £000 £000 £000 £000 £000
At beginning of year 1,875 6,149 11,494 2,609 29 22,156
Additions 3 1,613 603 1,477 22 3,718
Disposals - {128) {3,428) (660) {29) (4,245)
Trasters (1,561} 1,561 - - - -
At end of year 317 9,185 8,669 3,426 22 21,629
Deproeciation
At beginning of year - 3,388 10,953 1,705 24 16,070
Charge for year - 709 345 334 6 1,394
On disposals - (55) (3,428) {658) {24) (4,165)
Atend of year - 4,042 7870 1,381 ] 13,299
Net book value
At 31 March 2009 a7 5,153 799 2,045 16 8,330
At 31 March 2008 1,875 2,761 541 904 5 6,086

Assets under construction represent ongoing works in relation to the office refit at Bothwell Street, Glasgow
which is due for completion during 2009-10.

In the opinion of the directors there is no material difference between the net book values disclosed above and
their fair value.

10 Debtors
2009 2008
£000 £000
Custemer administration charges 2,706 3,146
Balances with Central Government Bodies - 1,737
Corporation tax 161 1,600
Other debtors 1,877 1,035
4,744 7518

As per note 13, the balances with central government bodies are reported as a creditor in 2009.

The corporation tax debtor represents repayments due as a result of revisions to prior year computations as
detailed in note 8 above.

Other debtors principally comprise the sums due from third party portfolio administration and higher education
institutions for the bursary administration service which are higher this year due to an additional academic
year's students becoming eligible for the scheme.
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11 Deferred Tax

Deferred tax asset

2009
£000

2008
£000

&7

The deferred tax asset in 2008 represented the tax on the amount of losses expected to be recoverable

against profits emerging in future years.

12 Cash at bank and in hand

Cash held in:
Commercial bank accounts
HM Paymaster General Office accounts

2009
£000

3,632

3,638

2008
2000

2,228

2232




13 Creditors: amounts falling due within one year

2009 2008

£000 £000

Balances with central government bodies 3,803 -
Trade creditors 1,768 6,146
Other taxation and social security 2,814 1,760
Accruals and deferred income 5,246 6,597
13,631 14,503

The balances with central government bodies represent the timing difference arising ¢on the recognition of
expenses in the Profit and Loss Account and the drawdown of grant-in-aid or repayment of administration
charges to pay those expenses. In 2008 this balance was reflected in debtors.

Trade creditors have decreased this year largely due to a change in government policy in December 2008
where the Company will endeavour to pay all suppliers within 10 days. In addition, In 2008 creditor balances
included several large one off purchases relating to the new Darlington site which went operational in

April 2008,

14 Provisions for liabilities and charges

2009 2008
Dilapidations provision £000 £000
At 1 April (7,.365) (7,365)
Additional provisions created {732) -
Unused amounts reversed 78 -
At 31 March {8,019) (7,365}

The provision for dilapidations represents the potential cost to the company of the dilapidations clauses
included in its property leases. The provision has been made on the basis of the best estimate using
independent professional assessments. The additional provisions created this year relate to our new premises
at Darlington of which £618,000 was capitalised and £113,000 was expensed to the profit and loss account.
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15 Deferred capital receipts

2009 2008

£000 £000
At 1 April 6,086 4,182
Receivable for the year 3,100 2,869
Credited to profit and loss account (1,413) {965)
Al 31 March 7773 6,086
16 Catled up equity share capital

2009 2008

£ £

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

2009 2008

£000 £000
Shareholders funds at 1 April {18,591) {17,382}
Movement in year 5,551 (1,209)
Shareholders funds at 31 March (13,040) (18,581)

The annual movement in shareholders’ funds represents the movement in the profit and loss reserve.

The analysis of this movement is detailed in Note 21.




18 Cash flows

Reconciliation of result of ordinary activities betore taxation and interest receivable to net cash (outflow) from

operating activities:

2009 2008
£000 £000
Operating loss (533) (1,266)
Depreciation 1,394 965
Amoartisation of deferred capital receipts (1,332) {965)
(471) {1,266)
Decrease/(increase) in debtors 100 (3.458)
(Decrease) in creditors (900) (2,079}
Increase in provisions 654 -
Net cash (outflow) from operating activities {617) (6,803)
19 Financial commitments
The Company had annual commitments under non-cancellable operating leases as set out below:
Land and buildings Other
2009 2008 2009 2008
£000 £000 £000 £000
Operating leases which expire:
Within one year - 68 675 2,392
In the second to fifth years inclusive 1,990 26 3,040 2,017
In over five years 1,025 2,669 - -
3,015 2,763 3,715 4,409

The operating leases in respect of the land and buildings are guaranteed by the Secretary of State for

Innovation Universities and Skills.

At 31 March 2009 the Company had placed contracts for the purchase of fixed assets totalling £1,645,430

{2008: £885,000).
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20 Pensions

The Company has operated a pension scheme since 6 November 1990. The scheme will provide funded
defined benefits based on final pensionable salary. The assets of the scheme are held separately from those
of the Company and are invested in managed funds. Contribution rates are determined by a qualified actuary
on the basis of triennial valuations. The current rate of employer contributions is 15.6% of pensionable
remuneration.

The following disclosures are in accordance with FRS17: Retirement Benefits.

2009 2008

£000 £000 £000 £000
Change In henefit obligation
Benefit obligation at beginning of year 30,590 27531
Current service cost 3,012 2,441
Interest cost 1,819 1,512
Plan participants' contributions 1,151 945
Actuarial (gains)/losses (12,518) (1,527)
Benefits paid {374) {312)
Analysis of defined benefit obligation wholly funded 23,680 30,590
Change In plan assets
Fair value of plan assets at beginning of year 19,364 17514
Expected return on plan assets 1,147 1,075
Actuarial gains/{losses} (6,179) (2,310)
Employer contribution 2,993 2,452
Member contributions 1,151 945
Benefits paid (374) (312)
Fair value of plan assets at end of year 18,102 19,364
Net Deficit {5,578) {11,226)

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




2009 2008
£000 £000 £000 £000

Components of pension cost
Current service cost 3,012 2,441
Interest cost 1,819 1,512
Expected return on plan assets (1,147) 672 (1,075)437
Total pension cost recognised in the P&L account 3,684 2,878
Actuarial (gains)/losses immediately recognised (6,339) 783
Total pension cost recognised in the STRGL (6,339) 783
Cumulative amount of actuarial (gains)/losses
immediately recognised 1,342 7681
Plan assets
The weighted-average asset allocation at the year-end was as follows:

2009 2008
Asset category
Equities 67% 69%
Bonds 30% 29%
Cash 3% 2%

100% 100%

To develop the expected long-term rate of return on assets assumption, the company considered the current
level of expected returns on risk free investments (primarily government bonds), the historical leve! of the risk
premium associated with the other asset classes in which the portiolio is invested and the expeciations for
uture returns of each asset class. The expected return for each asset class was then welghted 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 5.5% assumption for the 2009/10 pension cost.

2009 2008
£000 £000
Actual return on plan assets {5,032) {1,235)
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Welghted average assumptions used to determine benefit obligations at:

2009
Discount rate 6.9%
Rate of compensation increase 5.0%
Rate of increase of pensions in payment (LP1) 3.5%
Rate of increase of pensions in payment (5% fixed) 5.0%
Rate of increase of pensions in deferment 3.5%
Inflation ‘ 3.5%

2008
5.6%
5.0%
3.5%
5.0%
3.5%
3.5%

Weighted average assumptions used to determine net pension cost for year ended:

2009
Discount rate 5.6%
Expected long-term return on plan assets 5.4%
Rate of compensation increase 5.0%
Rate of increase of pensions in payment (LPI} 3.5%
Rate of increase of pensions in payment {5% fixed) 5.0%
Rate of increase of pensions in deferment 3.5%
Inflation 3.5%

2008
5.2%
5.6%
4.6%
3.1%
5.0%
3.1%
3.1%

Weighted average life expectancy for mortality tables used to determine benefit obligations at:

2009 2008

Male Female Male Female
Member age 65 (current life expectancy) 20 23 20 23
Member age 45 (life expectancy at age 65) 21 24 21 24
Five year history

2009 2008 2007 2008 2005
Benefit obligation at end of year 23,680 30,590 27531 24,784 14,706
Fair value of plan assets at end of year 18,102 19,364 17514 14,083 9,758
Surplus / (deficit) (5,578) (11,226} (10,017) (10,701) {(4,948)
Difterence between actual and expected return on scheme assets:
amount (£000) (6,179) (2,310) 160 1,785 320
percentage of scheme assets -34% -12% 1% 13% 3%
Experience gains and {losses) on scheme liabilities:
amount (£000) 204 (5) (70) (1,461) (39)
percentage of scheme liabilities 1% 0% 0% 6% 0%

The company expects to contribute £3.7 million to its pension plan in the financial year ending 31 March 2010.




21 Reserves

Profit and Loss Account 2009 2008

£000 £000
At 1 April (18,591) (17,382)
Loss/Result for the year (97) -
Movement in pension liability 5,648 (1,209)

At 31 March (13,040) (18,591)

The movement in pension liability has been reflected in either the Profit and Loss Account or the Statement
of Total Recognised Gains and Losses as required by FRS17: Retirement Benefits. The analysis of the annual
movement is detailed in the movement in deficit during the year in Note 20.

22 Controlling parties
The Company is wholly owned by the Secretary of State for Innovation Universities and Skills and the
Secretary of State for Scotland.

23 Related party transactions
Student Loans Company Limited is a Non Departmental Public Body (‘NDPB') which is funded by the bodies
detailed in Note 2. Those funding bodies are therefore regarded as related parties.

During the year, the Company has had various material transactions with the above departments. Grant in aid
funding is detailed in notes 3 and 13.

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 conditicns as are available to other students.

During the year, as part of its corporate social responsibility activities, the Company had transactions to the
value of £7,500 with Pllotlight Scotland, whose former Chief Executive was one of our non-executive directors,
Angela McCusker.

24 Disclosures required by Government Financial Reporting Manual

Note 1 refers to the Company's departure from the accounting treatment required by the Government Financial
Reporting Manual (FReM) with respect to Grant in Aid and notional cost of capital. The following
supplementary disclosure presents an Income and Expenditure Statement and Balance Sheet prepared in
accordance with the FReM requirements. All Grant in Aid for capital expenditure is treated as specific.

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

for the year ended 31 March 2009

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

Statement of racoghised gains and losses

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

Actuarial gain/(foss) recognised in STRGL 20

Recognised gains for the year

There is no change to the Cash flow statement disclosed on page 61.

2009
£000

2,359

(88,441)

(86,082)

630
(672)
554
478

(85,092)

2009
£000

(6,179)
204
12,314

6,339

6,339

2008
£000

2,777

(70,295)

(67.518)

384
(437)

630
1,339

(65.622)

2008
£000

(2,310)
(5)
1,532

(783)

|
(783) |
|
|




Supplementary balance sheet

at 31 Ma_rch 2009

Note
Fixed assels
Tangible assets 9
Current assets
Debtors 10
Deferred tax 11
Cash at bank and in hand 12
Prepayments and accrued income
Creditors:
Amounts falling due within one year 13
Net current assets
Total assets less current liabilitles
Provisions for liabilities and charges 14
Accruals and deferred income
Deferred capital receipts 15
Net liabilities excluding pension liability
Pension liability 20
Capital and reserves
Called up share capital 16
General Reserve b

Total shareholders’ funds - equity 17

£000

4,744

3,638
5,249

13,631

{13,631)

2009
£000

8,330

8,330
(8.019)

(7773)

(7462)
(5,578)

(13,040)

{18,591)

(13,040)

2008

£000 £000

6,086
7518
67
2,232
4,686
14,503
(14,503)

6,086

(7.365)

(6,086)

{7.365)

(11,226}

(18,591)

(17,.382)

(18,581)
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a) Income from all sources

2009 2008
£000 £000
Administration fees receivable from third parties 2,135 2,100
Other income 224 687
2,359 2777

Administration fees receivable has marginally increased due to a combination of an increase in income from
Higher Education Institutions in relation to the bursary service as customer numbers have increased by a new
academic year intake as the scheme has now entered the third year of operation partially offset by a reduction
in third party portfolio administration income following the removal of the contract in October 2008.

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

b) Reserves
Genera! Reserve 2009 2008
£000 £000
At 1 Apri) {18,591) (17.382)
Grant in aid 85,549 66,252
Net operating cost (85,092) (65,622)
Reversal of notional cost of capital {554) (630)
Movement in pension liability 5,648 {1,209)
At 31 March {13,040) (18,591)




c) Cash flows

Although there is no change on the face of the Cash flow statement shown on page 18, the underlying

components of the Net cash (outflow} from operating activities disclosed in that statement have changed.

The following note restates Note 18 on a FReM basis.

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

operating activities:

Income trom all sources
Administrative expenses

Operating deficit

Grant in aid taken direct to general reserve
Depreciation

Amortisation of deferred capital receipts

Decrease/(Increase) in debtors
Decrease in creditors
Increase in provisions

Net cash (outflow) from operating activities

2009
£000

2,359
(88,441)

(86,082)
85,549
1,394
{1,332)

(572)

100
(900}
654

617)

2008
£000

2,777
(70,295)

{67518)
66,252
965
(965)

(1,266}

(3,458)
(2,079)

(6,803)
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INDEPENDENT ASSESSOR’S

STATEMENT

As required by my Terms of Reference, | am pleased to
report on my activities during the period 1 April 2008
until 31 March 2009. | issued four Reports during the
year, This was a considerably reduced number as
compared to previous years, due to my being diverted
in order to consider cases arising from one of the
student loan debt purchasers. All four reports related to
complainants with mortgage-style loans.

The first of those reports dealt with numerous issues
raised by the complainant, the most significant of which
were the complainant’s contention that the Company
was responsible for the accruals of arrears on the loan
account; the ‘legality’ of the charges applied by the
Company and an allegation that the loan agreement
had not been properly executed. | was able to consider
legal advice received by the Company in respect of the
second and third of those issues. | did not find for the
complainant on any of the above matters but did so on
one, relatively minor, point and | recommended that a
payment of £25 be made. | also recommended thal the
Company pursue the account arrears,

The second of the cases was based around the
complainant's challenging of the Company's ruling that
his entire student loan had faillen due for repayment.
The significant contributory factor to the dispute
pertained to the Company's refusal to accept an
undated third party letter in respect of the borrower's
means of support. | concluded that the loan was due
for immediate repayment, because it had passed its
maturity date, and | did not find for the complainant
over the disputed third party letter. My sole
recommendation was that the Company should pursue
repayment of the {oan.

The third of these cases concerned the Company's
interactions with the borrower's sister who was one of
the ‘contacts’ provided by the borrower when taking out
her loans.

At a time when the complainant's account was in
arrears the Company had been in contact with her
sister in an attempt to locate the borrower. Arising from
one such telephone conversation, the sister had made
a payment of around £340. It is, of course, the case
that the borrower’s sister had no responsibility for the
arrears. | concluded that although the sister had not
been told that she had any such responsibility, and that
there had been no bullying in the telephone call, the
discussion had nevertheless led the sister to make the
repayment. | recommended that the sister be given the
opportunity to have the sum returned and, if that was
done, for the amount to be reintegrated into the
complainant’s loan account.

The last of these reports dealt with a complaint over
the date on which the relevant loan account should be
written-off, i.e. at age fifty years or age sixty years.

The complainant contended that the Company had
misinterpreted the terms of the loan contract and,
failing that, the terms of the contract were insufficiently
clear. Having considered the wording of the loan
agreements in question, | concluded that - in the case
of this particular borrower — the loan account would be
written oft at age sixty. | also concluded that the nature
of the credit agreements was quite clear and in no way
unclear as to be misleading. | did not find for the
complainant and | recommended that the Company
continued to administer the account in line with its
previously declared position.

As in previous years, | have continued to hold regular
follow-up meetings with the Company.

ke B o

Mr M Wilkinson
Independent Assessor
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