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Chairman’s Statement

The last year was a challenging
time for Student Loans Company
(SLC) and | would like to

record my thanks to our staff,
shareholders and Non-Executive
Directors for their support

and professional commitment
throughout.

During the year, SLC has been led
by three Chief Executive Officers
(CEO). Steve Lamey started the
year as permanent CEO but was,
as reported last year, suspended
and then his contract terminated.
| would like to record my thanks
to David Wallace for providing
continuity and leadership as
Acting CEO over the five month
period from July to November
2017 until Peter Lauener

arrived from the Department for
Education (DfE) to take the reins
as the Interim CEO.

Much was achieved under David
and Peter’s leadership to improve
governance and decision-making
across SLC. For example, we
expanded the responsibilities of
the Board Committees, appointed
an interim Chief Financial Officer
(CFO) to the Board (now replaced

with a permanent appointment),
strengthened procurement
practices and reviewed our
employment processes. As
noted in my announcement on

6 September, Paula Sussex has
been appointed as the new CEO
of the SLC. | would like to put

on record my thanks to Peter for
acting as Interim Chief Executive.

While managing these significant
changes in leadership, we have
been supporting a UKGI review
of the DfE governance of SLC
which has provided a timely
opportunity to reflect on the
structure and operation of such a
large and complex public sector
organisation. The review has taken
note that SLC has one dominant
and three minority shareholders
who define the products we
deliver on their behalf whilst we
operate within the spirit of FCA
regulation to support individuals
to make significant investment
decisions about their futures.

We have yet again improved

the delivery of our core purpose
through this period of uncertainty.
We have also been able to start a

series of modernising programmes
as part of the SLC Strategy which
will enhance our capacity and
flexibility to implement future
Government policy, particularly
as it diverges between UK
administrations, at the same

time as improving the customer’s
journey. Our responsibility for the
administration of the loan book
and the support of the debt sale
on behalf of DfE, that took place
in December 2017, also required
SLC to provide high quality data,
evidence of security measures
and a repayment strategy that
maximises collections to the

UK Government.

In January 2018 Damian Hinds
was appointed Secretary of State
for Education and Sam Gyimah
was appointed as Minister for
Higher Education. Shortly after, we
were able to open our services for
the academic year 2018/2019

as planned.

DfE has commissioned a

Post-18 education and funding
review which is expected to report
in 2019. SLC will be ready to
advise on the delivery implications
of any proposals that emerge.

During the year we welcomed two
new Non-Executive Directors to
the Board: Mary Curnock Cook
OBE, former Chief Executive of
UCAS, and Professor Andrew
Wathey CBE who has been Vice-
Chancellor and Chief Executive
of Northumbria University since
2008. Andrew was previously
the independent Chair of the
SLC Stakeholder Forum which
provides advice, challenge and
support with risks and issues
affecting the delivery of SLC’s
student finance services.

As the financial year drew to a
close, Sally Jones Evans stood
down from the SLC Board; | thank
her for her contribution during

her time with us, particularly her
insights on the SLC Strategy.

The Non-Executive Directors
bring relevant senior management
experience such that they
contribute to the rich discussions
in Board meetings. Their
contribution strengthens SLC’s
ability to fulfil its role in delivering
the Government’s Higher and
Further Education funding policy.

Chairman’s Statement ()]

The SLC Stakeholder Forum

is now chaired by Geoff Layer,
Vice Chancellor of the University
of Wolverhampton. This forum,
along with specialist Working
Groups, provides feedback on
our services; suggests future
improvements and changes to
our student finance service and
provides communication channels
to our customers.

We recognise that any changes to
student funding policy could have
significant implications for SLC.
Along with our new CEO, | will

be working together with the

UK Government and Devolved
Administrations to improve our
systems, operations and resilience
as we seek to invest in our future
to enable us to better serve
students investing in theirs.

Christian Brodie
Chairman




Chief Executive
Officer’s Foreword

| was very pleased to have been
asked to take over as Interim CEO
following a difficult period for SLC
and pending the appointment of a
new permanent CEO. | have found
a large and complex organisation
whose performance is strong, with
staff who are energetic, creative,
diligent and delivering results of
which any organisation would

be proud.

During the Financial Year (FY) 17-
18 we processed over 1.8 million
applications, made over 7 million
payments totalling £18.2 billion,
handled nearly 6 million telephone
calls, and managed over 8 million
customers with repayment
obligations totalling £117.8 billion
dwarfing the same statistics from
seven years ago as set out in the
Strategic Report which follows.

This year has also seen SLC take
the first steps to create a more
flexible and efficient organisation
that is better able to meet the
needs of our shareholders and
customers by setting out the

investment case for the SLC
Strategy. During the year, with
support from our shareholders,
we began work on particular
aspects of the Strategy, for
example e-Signatures on student
applications and automatic
account password resets. These
have now both gone live and
are already delivering significant
reductions in correspondence
handling and calls to our
customer services.

The introduction of e-Signatures
means that most of our customers
can now tell us they have read,
understood and accepted the
terms and conditions of their loan
and signed their application form
online without having to send us a
signed form in the post.

Within the Strategy, we have
also started a drive towards
excellence in all our operations
through increased management
training and the introduction of
LEAN practices. This is as good
a programme as | have seen in
my long career and for which the
senior team at SLC deserve
great credit.

Also within the Strategy, the
technology programme will
provide a more modular-based,
resilient and cost effective IT
operations layer with faster and
more secure policy deployment
and enhanced data analytics.

There have been a number of
significant staffing changes during
the year. The Board created the
role of Chief Financial Officer
(CFO) in July 2017, bringing
financial and commercial
management under common
leadership for the first time in a
number of years, appointing an
interim CFO who has overseen
significant improvements in
financial and commercial rigour. A
permanent CFO has now started,
bringing strong experience of
public sector accountability and
assurance.

| have also re-organised the
responsibilities of a number

of the Executive Directors to
better reflect the needs of our
shareholders and customers

as well as appointing a new
interim Chief Information Officer.

Chief Executive Officer’s Foreword 02

We have improved the
engagement with all the
governments we serve,

most notably with the Welsh
Government through the
implementation of their Diamond
Review reforms. We continue to
work closely with DfE to deliver
the best possible service to all
our current and future learner and
repayment customers.

| believe we are delivering a
better experience for new and
returning learners as well as those
in repayment and while there
remains much to be done, | am
confident that the organisation is
already in a stronger position to
deliver than it was seven years
ago, or at any time in its history.

Peter Lauener
Interim Chief Executive Officer
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03.1
About SLC

@ FYi1-12
® FY17-18
1.3
million
Strong
Performance

il

SLC is a non-profit making
organisation with the four UK
Government Administrations as
shareholders. It plays a central
role in supporting the Higher
Education (HE) and Further
Education (FE) sectors by making
timely and accurate payments of
maintenance grants and loans
to learners and their tuition fee
loans and grants to HE and FE
providers.

SLC achieves this by working
closely with the Department for
Education (DfE) and the devolved
administrations in Scotland,
Northern Ireland and Wales.
SLC also works with the Student
Awards Agency for Scotland
(SAAS), the Education Authority
for Northern Ireland (EANI), HE
and FE providers and other
delivery partners.

SLC enables its customers to
invest in their futures by delivering

1.8
million

£18.2
billion

£8.7
billion

Applications Total
processed

payments made

secure, accurate and efficient
assessment, payment and
repayment services. This year

we processed over 1.8 million
applications, made over 7 million
payments totalling £18.2 billion,
handled nearly 6 million telephone
calls, and managed over 8 million
customers with repayment
obligations totalling £117.8 billion.

We are at a critical point in our
28-year history. Education is
changing, our customers are
changing, and the demands and
expectations of our stakeholders
are changing.

Our strategy to meet these
changes is clear: SLC will develop
an increasingly online service

to improve our customers’
experience and enable us

to respond effectively to the
requirements of ministers and
policymakers at the DfE and the
devolved administrations.

8.1 £117.8
million billion

£46

5.0 billion
million

Total Loan Book
customers

SLC manages the full end-to-end
“apply, assess, pay and repay”
process for undergraduates in
England and Wales and provides
the payment and repayment parts
of this service for Scotland and
Northern Ireland.

SLC also manages a growing
range of FE and Postgraduate
products and services which
are tailored to the differing
requirements of individual
Government Administrations,
alongside various “targeted
support” grants designed to
enable people with disabilities,
childcare or other needs to

The Government regulations
associated with student finance
are detailed and complex.
Different loan and grant products
have a range of eligibility

criteria; there are often complex
entitlement rules determining

the amount of financial support
available; and different repayment
terms, income thresholds or
interest rates may be in force.
Customers can be repaying more
than one loan at the same time,
and these may be on different
terms. SLC is comparable in size
and complexity to a small retail
bank however unlike a bank SLC
cannot pick and choose between
market segments, and is obliged
to provide a universal service.

Nevertheless, for several

years SLC has continued to

build systems of sufficient
sophistication and complexity to
enable it to deliver these services
for Government. This has been
despite the annual introduction
of new Government policy,

overcome barriers to participation
in further and higher education.

In addition, SLC administers
bursary payments on behalf of
many UK HE providers.

SLC works in partnership with
HMRC to facilitate repayments
through PAYE and self-

assessment systems while directly

collecting from those borrowers
outside the UK tax system or
those nearing the end of their
repayment term who are invited
to pay by direct debit to avoid the
risk of over-repayment.

products and regulations which
often require significant systems
development in short timescales.

FY17-18 again saw SLC
implement a major policy
change programme on behalf
of Government stakeholders -

a programme which this year
included significant work for the
Welsh government arising from
the Diamond Review of Higher
Education funding in Wales.

As well as technical changes - to
software, databases, apps and
web content — new products often
also require changed processes
and procedures, additional

staff training and production of
information, advice and guidance
materials for both applicants and
providers.

Some of the key changes
implemented this year are listed in
the table on page 14.

Strategic Report
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03.3
Managing Complexity,
Change and Growth
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03.3
Managing Complexity,
Change and Growth

New or Changed Domicile(s)

for AY18/19 Affected

Summary of Changes

Postgraduate England, Introduction of loans of up to £25,000 for eligible doctoral degree students;
Doctoral Loans Wales & EU non-means tested and paid to the student as a contribution to costs.
Part Time England & Introduction of a new means tested maintenance loan in England for part-time
Maintenance Wales courses from August 2018. Introduction of a new means tested maintenance
Loans loan in Wales to replace the course grant; eligible part-time students can apply
for combined loan and grant support. Entitlement for both products is based on
income and intensity of study.
Care leavers Wales New category of students introduced: eligible for existing HE UG products.
Considered to be independent for the purposes of the financial assessment.
Multi Academic England, System changes to identify returning students who withdraw from a course and
Year Cohorts Wales, NI & begin a new one in the same AY: statutory repayment dates and interest rates to be
EU applied separately to each loan.
Strengthening England, System change to block any further scheduled payments of living cost support
Blocks Wales & NI when an HEP submits a not-in-attendance code in relation to tuition fee payments.
Stateless England, New category of students eligible for existing FE, HE Under-Graduate and
Persons Wales & NI HE Post-Graduate products.
Dental Health England, These students currently receive NHS bursary support. From AY18/19 the NHS

and Wales,

Bursary will cease for new students, instead new students studying in England,

Dental Therapy NI, EU & Wales, NI or Scotland will receive the standard package of support.
Scotland
Welsh Full Time Wales & EU Removal of tuition fee grant for new students starting courses from August 2018,
Tuition Fee replaced by a loan to cover the cost of the tuition fee.
Support

Welsh Full Time Wales

Increased support package for new students from AY18/19 with changed income
assessment rules for Welsh Government Learning Grant (WGLG) and maintenance.

Living Cost

Support

Armed Forces England,
Distance Wales & NI
Learners

This is an extension to AY17/18 policy: students who are distance learning due to
being in the Armed Forces and posted outside of their home domicile can access
the distance learning package of support.

As part of its Strategy, SLC
launched its Operational
Excellence Programme this
year. The programme has been
designed to develop the culture
across SLC and to implement
Lean core practices across the
organisation.

The Operational Excellence
programme is comprised of
three distinct but complementary
projects:

¢ Lean - Creation of an SLC
Lean framework which will
deliver an enduring capability
within SLC to drive the
continuous improvement of
processes;

¢ The Role of the Manager
- The development and
implementation of a new
management and leadership
framework will be delivered
through this project. This
will inculcate the desired
behaviours, including those
that are required to underpin
Lean, and deliver a cultural
shift at SLC; and

e Employee Engagement and
Cultural Uplift. The ongoing
monitoring of levels of
employee engagement and
a focus on improving staff
morale.

With the appointment of a Lean
partner, four “pathfinder” projects
commenced in January 2018 to
embed Lean methods, tools and
practices to the Pre-Assessment,
Recruitment, Grants For
Dependants team and Glasgow
Core Processing teams.

Phase 1 of the Role of the
Manager programme was
launched in March 2018 and is
focused on ‘Active Leadership’
and up-skilling managers to
behave in ‘the SLC Way’.

A baseline employee engagement
survey was conducted in October
2017. The engagement score
from the survey was 66.8%.
Results were cascaded at an
organisational, directorate and
team level. Action planning is
underway and two pulse surveys
will be conducted during 2018 to
review progress.

A new apprenticeship scheme
was introduced this year, to
continue to support SLC in

building an internal talent pipeline.

SLC is developing a business
case to Government designed

to support the request for an
improved and restructured reward
package for its staff. Pay and
Reward is a principal risk for SLC

and discussed further on page 37.

Strategic Report ()3

03.4
Our People
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03.4
Our People

Employees

ry.

Senior
Managers

fot

ELT Including
Board
Members

r

8cr'|

®
MALE

MALE

I
® ®

MALE

199'|

®
FEMALE

43
° ©

FEMALE

FEMALE

Equality, Diversity and
Inclusion (EDI)

SLC has an established
commitment to equality, diversity
and inclusion. In FY17-18 our
equality objectives focused on
business, customers and our
people.

In June 2017 we named our ‘SLC
Way’ Champions who have all
been involved in identifying the
culture and behaviours that would
help make SLC a better place

to work.

Arcus (SLC’s LGBT Forum)
launched in February 2018 with

a strong campaign with other
equality forums planned to ensure
all employees have a voice within
the work place. We also supported
International Women’s Day in
March 2018.

Mental Health awareness was

an important part of this year’s
programme. Mental health first
aiders are now embedded across
all our sites as a further support to
employees and managers.

SLC has met its legal requirement
by publishing its gender pay gap
report and the Equality Diversity
and Inclusion (EDI) annual report
was also published in April 2018
including equality monitoring for
our 3 main sites.

During FY17-18 SLC continued
to partner with the National
Centre for Diversity to ensure that
initiatives and progress on EDI is
embedded into the SLC Strategy.

Strategic Report ()3

SLC has delivered significant performance improvements over the last 035

seven years demonstrated by the results against the targets set by

Government in the Annual Performance and Resource Agreement (APRA). Performance
Review

SLC reports against APRA targets using a modified RAG-scale, where
thresholds are set against each measure for green (above target),
green-amber (adequate), amber-red (of concern) or red (below target)
performance.

This year, 36 of SLC’s 43 APRA performance measures reported green;
5 reported green-amber, and 2 reported amber-red. No measure
reported red.

SLC has achieved these results whilst accommodating over the seven year
period a 62% increase in customers and a 158% increase in the value of
the Student Finance Loan Book that SLC administers on behalf of the four
devolved administrations. Over the same time period the operating costs
net of depreciation have risen by 29% whilst capital expenditure has risen
from £3.5m to £52.5m.

8.1
7'_.1 nZI;iZn million
million
Number of 5.4
Customers 50 e
million
[ ) [ ) [ ) ()

2011-12 2012-13 2013-14 2014-15 2015-16 2016-17 2017-18

billion

billion

Loan Book 53 62
Value billion billion

® ® ® ® ® ® ®
£ 2011-12 2012-13 2013-14 2014-15 2015-16 2016-17 2017-18

This is also against the backdrop of developing an increasingly complex set of products for Government
such as Part Time Maintenance Loans and Advanced Learner Loans.

The full results against the year’s APRA targets are shown in the following pages. Where equivalent data
exists, there is also a comparison with seven years ago.

17



Strategic Report

03.5 Customer Satisfaction Number of Complaints per Thousand Customers 03.5
Performance SLC independently surveys customer opinion on a variety of topics each SLC received fewer than 2 complaints for every 1,000 customers in Performance
Review month. Over the last seven years, an already strong level of satisfaction FY17-18. The figures shown below include all complaints, whether or Review

among customers applying for student finance has increased again not the company was at fault (SLC will regularly receive complaints that

- by over 5 percentage points. Over the same time-frame, repayers’ are an expression of dissent with Government policy, student finance

satisfaction has held up during a period of significant changes to the regulations or interest rates).

student loans system including the introduction of Plan 2 loans and
a move from grants to loans, where the levels of both borrowing and
interest payable have increased.

@ FY14-15
® FY17-18
@ FY11-12
® FY17-18
2.65
Complaints
per 1,000 2.03
customers 1.58
Customer 0.88 1.00
Satisfaction

L)

Directly comparable data is only available since FY14-15 before which
a narrower definition of complaints was in use.

Applicants, sponsors Repayers Total
and students

i3

Applicants, sponsors Repayers
and students

Target Result
Target Result
. . . Apply to Pay Customer Satisfaction N/A 2.65
Apply to Pay Customer Satisfaction >85% 84.1%
GREEN-AMBER
Repayer Customer Satisfaction N/A 1.00
Repayer Customer Satisfaction >72% 721% o0 .

GREEN

No targets were set for Complaints.
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Strategic Report

03.5 Assessment and Payment Timely Assessment — Core Processing 03.5

Performance This year, SLC approved approximately 1.7 million student finance loans Assessment and processing of Maintenance and Tuition Fee Finance and Performance

Revi or grant awards. SLC met all targets for timely and accurate assessment Post Graduate Loans, also known as Higher Education (HE) services, are Review
eview and payment. the core “Assess to Pay” services provided by SLC. Major improvements

in performance have taken place in this area over the last seven years,
with nearly 95% of HE undergraduate applications now taking fewer than
20 working days. For the relatively new postgraduate loan products SLC
processed 100% within the same timeframe.

@ No of Awards

(x 1,000)
@ FY11-12
HE Core Full Time ® FY17-18 99.7% ¥ 99.8%
1,194
Advanced Learner Loan
113 ¢
Core
HE Core Part Time Processing

89 ¢!
Disabled Student Allowance

(2

Postgraduate Loan

67 ¢

o

(Postgraduate Loans were not available in FY11-12)

By start HE in HE in PGL in PGL in
of term 20 days 30 days 20 days 30 days

Target Result

EU Loan HE applications assessed by start of term >99% 99.8% . . .
52 ® GREEN
icati ithi i 8 g 000
Parental Learning Allowance HE applications assessed within 20 working days (FT) >70% 94.5% S—
51 ¢
HE applications assessed within 30 working days (FT & PT) >95% 98.8% 000
GREEN
Wales/ NI FE Grants (EMA/WGLG) ®
48 PGL applications assessed within 20 working days >70% 100% 000
GREEN
Childcare Grant ® PGL applications assessed within 30 working days >95% 100% . . .
GREEN

18

Adult Dependant Grant

HE Travel Grant

3

o
11 """'
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Strategic Report

03.5 Timely Assessment — Targeted Support
Performance Assessment and processing of targeted support applications under
Revi the Disabled Students Allowance (DSA) and Childcare Grant (CCG)
eview are provided by SLC. Over a seven-year period, SLC has achieved
a substantially faster processing of DSA with over 98% of initial
applications processed within 10 working days in FY17-18.
@ FY11-12
® FY17-18 98.4% 97.9% 98.8% 99.3% |§ 98.8%
88.6%
Targeted
Support
Assessment

AlA DSA1s DSA2s CCGis

CCG2s
Target Result
DSA applications (DSA1s) assessed within 10 working days >95% 98.4% o0 .
GREEN
DSA Needs Assessments (DSA2s) processed within 10 working days >95% 97.9% L X X
GREEN
CCG1 applications (estimated costs) assessed within 20 working days >95% 99.1% . ‘ .
GREEN
CCG2 applications (finalised costs) assessed within 20 working days >95% 98.8% o0 .
GREEN

Timely Assessment — Further Education 03.5
Performance
Review

Assessment and processing of Further Education (FE) Services through
Advanced Learner Loans (Adv-LL), Educational Maintenance Allowances
(EMA) and the Welsh Government Learning Grant (WGLG) are provided by
SLC.

SLC has continued to process 100% of EMA and WGLG applications within
the target timeframes set by the devolved Administrations in Wales and
Northern Ireland. Advanced Learner Loans (for England) are a more recent
product and SLC have also exceeded the timeliness targets for processing
these applications.

@ FY11-12
® FYi7-18 98.8% M 98.8% 100% 100% 100% 100% J 100%
Further
Education
Assessment

V ——

=

“'Q AdvLLs  AdvLLs EMA Wales EMA NI WGLG EMA

in5 in 20 Evidence

(Advanced Learner Loans were not available in FY11-12)

Target Result

“Straight-Through” Adv-LL apps assessed in 5 working days >95% 98.8% o000
GREEN

All other Adv-LL apps assessed within 20 working days >95% 98.8% 000
GREEN

EMA Wales applications assessed within 7 / 21 days * 100% 100% ‘ . .
GREEN

EMA NI applications assessed within 7 / 21 days * 100% 100% . . .
GREEN

WGLG applications assessed within 7 /21 days * 100% 100% .G o0
REEN

EMA/WGLG evidence returned within 15 days 100% 100% .GFzEN.

*EMA/WGLG targets change from 7 days to 21 days during the peak months of August through November

22
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Strategic Report ()3

03.5 Timely Payments

Performance SLC pays students and learning providers for the four UK Administrations
Review (in Scotland and NI, only the payment is completed by SLC).

During FY17-18 SLC made payments totalling £18.2 billion and over 99%
of these payments were made within the target timeframe.

Target Result

HE (inc PGL) paid within 1 working day
of due date

>95% >99%+ @ @@

GREEN

HE (inc PGL) paid within 2 working days 599% 299% * (Y ) ‘
of due date GREEN

HE Tuition Fe.es (FT & PT) paid on 99% 99% * (X X )
weekly deadline GREEN

FE (Adv LLs, EMA etc) paid on weekly / 96% ~99% * (X X )
fortnightly deadline GREEN

* Exact percentages are not available, but results are now close to 100% due to the
very small number of payments that are delayed by occasional systems or BACS
issues, (partly through the use of same day payments as mitigation when issues are
encountered).

Directly comparable data is not available for FY11-12 because a range of different payment
categories and targets were in use.

Assessment Accuracy 03.5

Each year SLC’s internal auditors, on behalf of the National Audit Office Performance
(NAO), review student support payments made in the financial year Revi

to provide assurance to DfE on the accuracy of those payments. SLC eview
internal audit undertake this task to support DfE’s year end accounting
process.

The work is relied upon by NAO when formulating their opinion on
the regularity of payments made in year by DfE of which student loan
payments form a significant portion.

This year, a net variance was identified in the value of application
assessments of 0.35%, a significant improvement since AY11/12, when
the variance was 0.72%, and well within the 0.5% target.

@ FY11-12
® FY17-18

Net Financial
Variance (%)

£
Target Result
Net Financial Variance . <05% 035% ©®OO
(based on Audit sample testing) GREEN

This reduction is a result of continued improvement in our Operations
area, whereby the specific types of error that are identified through
sample testing are fed back. In some cases these have resulted in system
rules engine enhancements, in other cases SLC has amended standard
procedures for assessors.

24
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Strategic Report

03.5 Repayments SLC continues to work closelly with DfE and HMRC to progress the. 03.5
repayments strategy agreed in early 2016, based upon a Trace, Verify and
Performance SLC manage the direct collection of voluntary additional repayments, Collect (TVC) model. Performance
. repayments for those living overseas and recovery of overpaid loans or ) ) . . o Revi
ere has been improvement in s trace and verify capability arising
Review grants. There has b tin SLC's t d verif bilt eview
_ . _ . from in-house data mining and the use of third party data and services.
There has been stegdy Improvement in SLC’s performance in ensuring SLC will continue to invest in this core analytical capability to develop
that borrowers are in verified repayment channels: its understanding of those who are in repayment, those who are not in

repayment and crucially, those who should be in repayment but are not.

@ March - 15 SLC began a number of pilot schemes this year: one attempted to trace
@ March - 18 97.2% and verify 30,000 customers who have not been in contact with SLC for
90.1% J 93.5% 12 months. The objective is to measure the cost of tracing borrowers
and verifying their repayment status; and further, to enable the refund of
73.8 % credit balances or to identify those who have left the UK and are at risk of
evading repayment.
58.7% In September 2017, SLC engaged an Australian Debt Collection Agent
' to undertake an overseas in-country recovery pilot. Approximately 3,000
accounts with an outstanding loan balance of £45m and an outstanding
Repayment arrears balance of £16m were issued for recovery. The pilot has since
recovered £1.2m from 557 repaying customers. 83 of these customers
have long term repayment arrangements in place which should yield an
additional £0.3m over the coming months/years.

Incoming Past Cohort of UK borrowers residing EU borrowers
Cohort UK residents overseas residing overseas

Directly comparable data is only available since FY14-15, before which a different definition of repayment channel was in use.

Target Result

Incoming cohort of borrowers matched to repayment channel >96% 97.2% ‘ . .
GREEN
Past cohorts of UK resident borrowers matched to repayment channel >90% 93.5% . . .
GREEN
UK borrowers resident overseas, matched to repayment channel >73% 73.8% . . .
GREEN
EU borrowers resident overseas matched to repayment channel >57% 58.7% . . .
GREEN
Grant Overpayment (RGO) accounts making a repayment >27% 30.2% . . .
GREEN
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Strategic Report

03.5 Contact Centres Change Programmes 03.5
Performance The SLC Contact Centres support our customers at every stage of SLC implements new Student Finance policy through a programme of Performance
. the Assess to Pay (A2P) and repay processes. SLC has targets on the change projects. SLC is measured on whether these change programmes Revi
Review : : ; eview
number of calls answered for assess to pay and repay. are on track to meet agreed milestones, subject to formal change
ontrols. All three Change Programmes e reporting “green-amber” at
SLC met all targets for telephone answering in FY17-18 and has shown §earr§nsd ge Frogrammes were reporting °g amber
improvement of between 3% and 5% when compared to FY11-12. '
Target Result
@ FY11-12
® FY17-18 HE Programme L X X 00
GREEN GREEN-AMBER
FE Programme . . . o0 .
GREEN GREEN-AMBER
Repayments Programme o0 . 00
GREEN GREEN-AMBER
Contact 94.5 %
Centres .
Budget Variance
. This year, SLC achieved a 1.32% underspend against the approved
budget excluding Annually Managed Expenditure (AME). This compares
- Assess to Pay- Assessto  Assess to Repayments favourably with a 5.33% overspend seven years ago. This is discussed
England Pay-Wales Pay-N.l. further in the Financial Review on page 32.

(Full Assess to Pay services for Wales and Northern Ireland were not yet run by SLC in FY11-12)

Target Result

legsnéagle o; Csalll__lz Answered 290%  95.5% 000 e
- ngland (SFE) GREEN
Pirzcsr:/tvagl;e ofSlCiaIIs Answered 590%  95.0% 000
- ales (SFW) GREEN Budget
e Variance (%)
Percer;tagigLC’\?llIsSlA:\:lTwered within 60 590% 94.5% . . .
seconds - ( ) GREEN @ FY11-12
® FY17-18
P(;rcentage f[)f Calls Answered 590%  97.1% (X ) .
- Repayments GREEN
FE for NI and Wales: calls answered within 180 seconds:
Welsh Government Learning Grant >90% 97.2% 000
GREEN
Education Maintenance Allowance, Wales s00% o72% © @@ Target Budget Outturn Result
GREEN

Budget Variance

Education Maintenance Allowance, . . . .
>90% 97.4% (Final Outturn vs. - 00 000
> 227 224 1.329
Northern Ireland GREEN Agreed Budget at 0% £227m £224m  +1.32% S
Mid Year Review)

Call handling is supported via outsourced partners supporting over
3 million calls each year.
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03.5 Counter-Fraud Forecasting Accuracy 03.5
Performance SLC actively monitors and investigates potential fraud in its application, SLC forecast the payments for loans and grants throughout the course Performance
Revi payment and repayment services. Fraud prevention is measured using of the financial year. While SLC can forecast the value of loan payments Review
eview the return on investment (Rol); the ratio of the value of fraud prevented with increasing accuracy, the opposite is the case for the value of grant
by the SLC Counter Fraud Services Team against the cost of that team. payments. In FY17-18 SLC paid out £1,676,886,815 in grants, which was
SLC achieved a Rol of 11 to 1 in FY17-18. 1.49% above our forecast. The target for this forecast was +_0.75%. and

hence the metric reported amber-red.

Target Result @ FYi1-12 Loans Grants

Rol 141 1 @O@ @ FY17-18
AMBER-RED

Note that ongoing fraud investigations may continue beyond the end
of the financial year. Further payments may be stopped, or currently Mid-Year
blocked ones may yet be released. The Rol figures quoted in this report

are as at the end of March 2018, and may be revised for future reports. Forecasting

Accuracy

The target was not achieved in FY17-18 due to the success of fraud

prevention in prior years. These successes have resulted in changes to

the application processes meaning fraudulent activity is being prevented .
at source as opposed to being detected and blocked by SLC’s Counter

Fraud Services team.

In FY17-18, the Counter Fraud Services team supported DfE on the
investigation into alternative education providers which arose from

the BBC Panorama programme. Additionally the team expanded their
activities towards countering repayment evasion. This activity typically
results in a lower Rol than application fraud.

Target Result

At year-end, the amount paid Mid Year 005% +013% O@O@@

out in loans is to out-turn within Forecast GREEN

+2.25% of the mid-year forecast

- o )
?:rc;g/;:ln +1% of the 10-month 1;()):\22;1: % -015% 000
GREEN

The amount paid out in grants 'I\:Ac;fe::(z:’: £1.75% +1.89% 000

is to out-turn within £1.75% of GREEN-AMBER

the mid-year forecast and within

+0.75% of the 10-month forecast =10 Month +0.75% -1.49% 00
Forecast AMBER-RED
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03.6
Financial Review

Funding

SLC is funded primarily by
Grant-in-Aid. In accordance
with HM Treasury Consolidated
Budgeting Guidance (CBG) for
the year ended 31 March 2018,
this was all received directly from
the Department for Education
(DfE) as our sponsor department
with responsibility for England.
They receive the relevant
apportionments from the other
Devolved Administrations for
whom we perform work as listed
below:

e the Welsh Government

e the Scottish Government

e Department for the Economy -
Northern Ireland

DEL = Departmental Expenditure Limit
AME = Annually Managed Expenditure
Non-Cash = Depreciation

Grant-in-Aid from DfE funds
SLC’s Operating Expenditure
(OpEx) or Change Programme
expenditure (i.e. new policy
products or internal change
projects) activities (together

referred to as the “Business” lens).

The same funding is also analysed
by the “Parliamentary” lens of
Administration, Programme and
Capital as defined in CBG.

We apply for funding through

an annual corporate financial
planning cycle set out in the

SLC Framework Document. This
results in an APRA letter from DfE
confirming the budget available
analysed by both the Business
and Parliamentary lenses.

In the year ended 31 March
2018, other income continued
to be received from universities
and colleges which have chosen
to have SLC administer their
bursaries and scholarship

payments under the Higher
Education Bursary and
Scholarship Scheme. Further
income is received from third
parties in relation to contracts

for the provision of services to
those parties and from recharging
customers for certain debt
recovery costs.

Year-end outturn

For the year ended 31 March
2018 the outturn was £223.9m, an
underspend of £4.1m against the
APRA budget.

BAU g:‘:;rg;me Total
APRA DEL Cash 125.1 75.0 200.1
DEL Non-Cash 26.9 - 26.9
AME 1.0 - 1.0
Total 153.0 75.0 228.0
Outturn DEL Cash 125.8 72.8 198.6
DEL Non-Cash 25.2 - 25.2
AME 0.1 - 0.1
Total 151.1 72.8 223.9
Variance  DEL Cash 0.7 (2.2) (1.5
DEL Non-Cash (1.7) - (1.7)
AME (0.9) - 0.9)
Total (1.9) (2.2) (4.1)

OpEx was underspent by

£1.9m. This was mainly due to

the increases in AME non-cash
provisions included in the APRA
not being needed by the financial
year end, and lower DEL Non-Cash
depreciation charges resulting
from lower capitalisation of project
delivery expenditure due to longer
project discovery and inception
phases.

Expenditure on the Change
Programme was under budget

by £2.2m. This was mainly due

to delays in finalising the scope
and deliverables for specific
projects during their discovery and
inception phases before delivery
work could commence. These
delays had no impact on policy
product delivery deadlines as

Reconciliation to Financial Statements

SLC works to a project delivery
timetable centred on the AY rather
than the FY.

The budget versus forecast outturn
is reported on a monthly basis to
the Executive Leadership Team
the Board and the Shareholders,
through both the Business and
Parliamentary lenses. In addition,
detailed financial management
reports are provided to all parts of
SLC, including project boards.

Further analysis of the outturn
position through the Parliamentary
lens can be found in Note 9 to the
Financial Statements.

A reconciliation between the
Statement of Comprehensive
Income on page 72 to the above
reported outturn is shown below:

Total expenditure per financial statements 146.9
Non Grant in Aid income (0.6)
Amortisation of deferred capital receipts (excluding bursaries) 25.7
Capital additions - tangible 3.9
Capital additions — intangible 48.0
Total Outturn 223.9
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Financial Review

Trends in year-end outturn

Since FY11-12, OpEx and Change
Programme expenditure have
increased. OpEx expenditure

has grown by 62% (with the DEL
Cash element increasing by 42%)
whilst the Change Programme

Expenditure has grown eightfold.
The table below details each
financial year results (restated
where necessary).

FY11-12 FY12-13 FY13-14 FY14-15 FY15-16 FY16-17 FY17-18

OpEXx DEL Cash 88.6 97.2 108.9 122.6 111.9 121.7 125.8
DEL Non-Cash 3.5 3.9 3.8 6.1 9.1 17.2 25.2
AME 1.0 (1.1) 2.8 6.1) 0.7 (4.0) 0.1
Total 93.1 100.0 1156.5 122.6 121.7 134.9 151.1

Change Programme DEL Cash 8.8 24.6 34.9 40.1 51.9 59.2 72.8
DEL Non-Cash - - - - - - -
AME - - - - 6.8 - -
Total 8.8 24.6 34.9 40.1 58.7 59.2 72.8

Total DEL Cash 97.4 121.8 143.8 162.7 163.8 180.9 198.6
DEL Non-Cash 3.5 3.9 3.8 6.1 9.1 17.2 25.2
AME 1.0 (1.1) 2.8 6.1) 7.5 (4.0) 0.1
Total 101.9 124.6 150.4 162.7 180.4 194.1 223.9

The increase in Change
Programme expenditure includes
the additional products and
services SLC has delivered

such as Part Time Tuition Fee
Loans (England) introduced in
AY12/13 with a variant for Wales
in AY14/15, Advanced Learning
Loan (England) introduced in
AY13/14, Postgraduate Masters
Degree Loan (England) introduced
in AY16/17 and ‘grants to loans’
policy change in England in
AY16/17. In addition, in AY12/13
a completely new repayment

plan type (Plan 2) with variable
interest based on income was
introduced. This delivery stretched
over a number of years before

repayments were fully collected
through the tax system.

Development of these new
products and services were
funded from the Change
Programme, thereafter their
ongoing running costs are
recognised within OpEx.

Financial Statements

The Financial Statements for the
year ended 31 March 2018 are
presented on pages 72 to 75.

These Financial Statements have
been audited with the audit report
presented on pages 69 to 71.

Going Concern

SLC had negative equity at the
year-end of £28.2m (2017: £47.0m)
as shown by the Statement of
Financial Position. This arose from
the retirement benefit obligations
that fall due in future years under
the treatment required by IAS 19
revised (Employee Benefits), and
also from a dilapidations provision
arising from the Company’s
leasehold commitments. To the
extent that they are not to be

met from SLC’s other sources

of income, these liabilities may
only be met by future grants or
Grant-in-Aid from the 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.
There is no adverse impact on
SLC’s ability to provide its services
to either its customers or key
business partners resulting from
this negative equity.

Grant-in-Aid for SLC’s OpEx
expenditure for FY18-19, taking
into account the amounts
required to meet SLC’s liabilities
falling due in that year, has
already been included in the
Departments’ Estimates for that
year, which have been approved
by Parliament. There is no reason
to believe that the Departments’
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.

Statement of
Comprehensive Income

This statement is presented on
page 72.

Grant-in-Aid is accrued to maintain
the operating result for the year

as “£nil” with any balancing entry
falling into the “Balances with
Central Government Bodies” within
debtors or creditors depending on
the nature of the timing difference,
with the exception of any impacts
relating to future dilapidation
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.

SLC incurred operating expenditure
of £146.9m (2017: £128.9m) as
detailed in Note 9 to the Financial
Statements. The rise in expenditure
this year reflects the increased
requirements to deliver new
student finance products and other
projects. These additional costs
include staff costs, IT costs and
other administration expenditure.

The funding for operating
expenditure is provided by Grant-
in-Aid income (£147.4m) and the
income generated from servicing
contracts for third parties (£0.5m).
A small decrease in income from
servicing contracts for third parties
occurred as the income was
delayed due to the delay in the
launch of the bursary scheme until
April 2018.
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Statement of Financial
Position

This statement is presented on
page 73.

The net liability of £28.2m on the
Statement of Financial Position
principally consists of £4.5m in
relation to dilapidation provisions,
£0.8m deferred lease incentive
and £23.2m of pension liabilities.
These liabilities may only be met
by future grants or Grant-in-Aid
from the Company’s sponsoring
departments as such grants may
not be issued in advance of need.

Grant funding received in relation
to capital spend is treated as
deferred income within trade and
other payables and released to
the Statement of Comprehensive
Income to match the depreciation
and amortisation charged each
year on the assets purchased.
However, as noted above, under
the normal conventions applying
to the Parliamentary 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.

Retirement and Death
Benefits Scheme

In the year ended 31 March 2018,
SLC in conjunction with DfE,
continued its remedial action to
address the deficit of the scheme,
currently £23.2m.

SLC has committed to making
payments of £36m, underwritten
by DfE, over a ten year period
specifically to reduce the deficit.
SLC also made the commitment
to increase contributions to cover
the cost of the build-up of further
benefits to 27.1% of members’
Pensionable Salaries, effective

from 6 November 2014. These
higher contributions are intended
to mitigate the deficit. SLC, in
conjunction with DfE, is seeking
alternative pension arrangements
with the Principal Civil Service
Pension Scheme.

Statement of Cashflow

This statement is presented on
page 75.

The cash flows included in this
Statement relate to the OpEx and
Change activities of SLC. 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
SLC’s Financial Statements.
These transactions are conducted
through bank accounts held “in
trust” for the relevant funding
authority and are reported within
the Financial Statements of the
relevant sponsoring department.

Tax Status

For the year ended 31 March
2018, SLC was registered for VAT
and we were able to recover part
of our input VAT because those
services continuing to support
the sold mortgage-style loans

are exempt from VAT. SLC 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.

The key risks faced by the
Company at the end of FY17-18
are detailed below.

e Pay and Reward

If SLC is to successfully deliver
against its strategic objectives
then it must invest in the future
workforce of the organisation,
ensuring that it is adequately
skilled, rewarded and incentivised
to meet performance goals.

Pay and reward is a continued
concern for SLC, specifically its
future ability to pay the National
Living Wage while operating
within public sector pay controls
and its ability to attract talent
while retaining staff with valuable
corporate knowledge.

Mitigations are focused on
reforming the existing pay and
reward structure.

¢ Information Security

Information is an increasingly
important asset at SLC. If systems
are not sufficiently protected,
confidentiality of the asset

may be compromised. Without
preventative action, a cyber attack
may lead to data loss and/or
business disruption. It is equally
important to ensure the integrity of
this data (i.e. quality and accuracy)
and that personal data is handled
and stored appropriately. The
introduction of EU General Data
Protection Regulation (EUGDPR)

in May 2018 has significantly
increased the associated sanctions
and penalties in addition to raising
the expectations of customers and
therefore, potentially increasing the
administrative burden.

SLC has invested heavily in its
cyber security defence capability
and has implemented controls

on core systems to prevent,
detect and respond to threats or
attackers. It has conducted various
activities to raise awareness
including drop in workshops
across sites and a security master
class, delivered to all managers.
Acknowledging the need to
implement improvements to data
governance, the Information
Security Assurance Team remit has
been widened and recruitment is
underway to enable the provision
of oversight and support. The
EUGDPR Programme has led a
company-wide effort to increase
awareness and readiness for the
launch date of EUGDPR.

¢ Student Finance Policy

Late regulations, political
uncertainty and downstream
effects of the policy commissioning
process leads to delays in

the necessary approvals to
commence programmes of change
which ultimately compress the
development and service delivery
timetable. Increasingly complex
policy demands compound this
problem and place additional
pressure on an already highly
leveraged operational workforce.

Although progress has been
made, there is still an opportunity
for SLC to be engaged earlier in
policy development. The impact of
conflicting Government priorities
has meant delays to Policy
simplification initiatives.
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Salary

Remuneration
and Staff report

04

The Remuneration and Staff Report sets out the
remuneration of Directors and members of the
Executive Leadership Team (ELT) who are not
Directors, together with details of the Remuneration
policy for the year ended 31 March 2018.

Pension Other
Expenses
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The ELT is responsible for the
day-to-day management and
leadership of SLC’s activities and
operations. This report is prepared
in accordance with the Companies
Act 2006, the Large and
Medium-sized Companies and
Groups (Accounts and Reports)
(Amendment) Regulations 2013 as
appropriate and the Government
Financial Reporting Manual
(FReM).

Remuneration, People
and Organisational Design
Committee

The Board delegates certain
responsibilities to the
Remuneration, People and
Organisational Design Committee.
The Committee determines

and agrees with the Board the
framework for the selection,
appointment and remuneration of
the ELT including the CEO.

The Committee and Board

work closely with DfE, relevant
Ministers and, as appropriate,
other government departments in
the appointment of such roles.

All policies are set within
the context of applicable
Government guidelines and,

D Gravells (Chairman)

where appropriate, the advice

of the relevant parties at DfE. In
consultation with the Chair of the
Board, the Committee agrees the
performance framework and the
proposed annual performance
related payment for the CEO,
which is subject to approval

by the Secretary of State for
Education in conjunction with
relevant Ministers. The Committee
determines the total individual
remuneration package for

other members of the ELT in
consultation with the Chair and
the CEO.

The members of the Remuneration
People and Organisational Design
Committee who served during the
year to 31 March 2018 were:

From To

April 17 March 18

S Jones-Evans

April 17 March 18

A Cox

Nov 17 March 18

M Curnock Cook

Dec 17 March 18

The Chair of the Board, C Brodie, has a standing invitation to the
Committee but would normally only attend where any specific business
required the particular attendance of the Chair.

Management Changes

On 1 April 2017, D Wallace
relinquished his role as Executive
Director for Finance, Strategy and
Corporate Services and took up a
new permanent position as Chief
Customer Officer. He retained

his role as Deputy CEO. On the
same date J Evans took on the
new position as Interim Executive
Director for Corporate Services on
an interim basis until 25 July 2017.

On 11 July 2017, S Lamey was
suspended from his duties as CEO
and D Wallace was appointed

as Acting CEO. On 7 November

2017, S Lamey’s contract as CEO
was terminated and D Wallace
continued as Acting CEO until

P Lauener joined as Interim CEO
on 27 November 2017.

On 26 July 2017, the Board
created a new Executive Director
role as Chief Financial Officer
(CFO) and the position of interim
Executive Director for Corporate
Services was abolished. On the
same day M Blackburn was
appointed to fill the new CFO
position on an interim basis.

On 4 December 2017, A Tucker
took up the position of Interim
Chief Information Officer after
C O’Conner left SLC.

On 19 March 2018, B McNaught
took on the position of Executive
Director for Repayments, Counter
Fraud and HR after P Mason

left SLC on 9 March 2018.

On the same date the Change
and Programmes Directorate,
previously led by B McNaught,
was transferred to D Wallace as
Chief Customer Officer.

Remuneration Policy

SLC aims to ensure within the
context of current Government
guidelines that the remuneration
packages offered to the ELT:
- enable SLC to attract, retain and
motivate high calibre executives;
- remunerate individuals fairly
for individual responsibility and
contribution, while providing
an element of performance
related pay reflecting the overall
performance of SLC, subject
to public sector pay guidance/
restrictions; and
- take account of salary policy
within the rest of SLC and the
relationship that should exist
between the remuneration of the
ELT and that of other employees.

Annual salary reviews take

into account the pay remit
requirements of HM Treasury.

All salaries, including the CEQ’s,
are reviewed annually. Salary
levels are established after taking
into account external market
levels and internal comparisons as
well as individual responsibilities.

All ELT members who are
permanent employees are on
standard SLC contracts of
employment and have notice
periods of six months.

The Acting CEO was and

remains a permanent employee.
Members of the ELT who are not
permanent employees (apart from
the current Interim CEQO) are on
standard contracts via the Crown
Commercial Service’s Contingent
Labour One framework. The
current Interim CEQ is on SLC’s
payroll. If a member of the

ELT’s employment with SLC is
terminated on the grounds of
redundancy, or in the interests of
the efficiency of the organisation,
service based compensation is
applied.

Remuneration of the Non-
Executive Directors (including
the Chair) is set for their three-
year term of appointment by the
Secretary of State for Education,
the Minister for Education and
Skills in Wales, the Scottish
Ministers and the Minister for the
Economy in Northern Ireland or
their delegated representative(s).
Additional responsibilities, such
as leading on priority areas
within SLC, may attract further
remuneration.

Other Benefits and
Expenses

SLC meets taxable travel costs
for Board Directors and other
members of the ELT.

Performance Related
Payments

Each member of the ELT has
personal performance objectives,
including specific measures that
are required to be met and which
have a significant impact on the
performance of the organisation.
These targets and the CEQ’s
appraisal of their performance

against them are subject to review

by the Remuneration, People and

Organisational Design Committee.

Subject to Remuneration,

People and Organisation Design
Committee approval, members
of the ELT who are permanent
staff (other than the previous
permanent CEO) are eligible to
participate in SLC’s Performance
Related Payment Scheme.

To comply with HM Treasury
guidance, this allows for an
award to be made to the top 25%
performers within SLC.

Separate performance related
award arrangements existed for
the previous permanent CEO.
The terms of his appointment
provided for an annual
performance related payment
of up to a maximum of £20,000
per annum.

Separate performance related
award arrangements exist for the
current Interim CEO. The terms
of his appointment provided for
an annual performance related
payment of up to a maximum of
£17,500 per annum.

A review of the performance of the
CEO is undertaken by the Chair
and, based on delivery against
agreed objectives, an award may
be proposed for consideration by
the Remuneration, People and
Organisational Design Committee.

Performance related payments
are not awarded to Non-Executive
Directors or to interim staff other
than the interim CEO.
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Pension

ELT members who are permanent

staff (excluding the previous
permanent CEO and the

current Interim CEO) have the

option of joining the Student
Loans Retirement and Death

Benefits Scheme. As ordinary
members, they contribute 6%

of pensionable salary and SLC
currently contributes 27.1% of

employees’ pensionable salary,

in line with the 2013 actuarial
valuation and recovery plan

agreed with the Trustees of the

Scheme. This is a final salary

scheme that provides benefits

at the earliest scheme retirement
age of 65. These benefits consist

of an annual pension based
on a final pensionable salary

and pensionable service, and a

tax-free lump sum payable on

retirement, which is equivalent to
three times the annual pension.

SLC could have contributed a
maximum of £20,000 annually to
a nominated pension scheme on
behalf of the previous permanent
CEQ in line with his contract of
employment.

Under the terms of employment of
the current interim CEO, SLC can
contribute a maximum of £16,000
annually to a nominated pension
scheme.

Fees and Remuneration

The following information is
subject to audit.

Fees paid to the Chair and other
Non-Executive Directors who
served in the year to 31 March
2018 were:

Remuneration £000 Other Expenses £000 Total £000
ﬁgil_rg(aer;;?\?e Directors 2018 2017 2018 2017 2018 2017

C Brodie (Chair) 50 50 4 4 54 54
A Cox 17 17 3 2 20 19
S Devonshire 17 17 2 2 19 19
N Elphicke 17 17 3 2 20 19
D Gravells 17 17 5 4 22 21
S Jones-Evans (left 31 March 2018) 17 17 2 2 19 19
M Curnock Cook (from 11 Dec 2017) 5 - 1 - 6 -

A Wathey (from 1 Jan 2018) 4 - 1 - 5 -

Other expenses represent travel-related costs, including reimbursed
expenses, to attend Board and other meetings as required by their

appointment.

SLC made no payments to past Non-Executive Directors in the year to

31 March 2018.
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Remuneration of the ELT who served during the year to 31 March 2018 were:

Salary

£000

Executive Leadership Team

Other benefits Performance Pension
and expenses related pay contribution
£000 £000 00 0)

2018 2017 2018 2017 2018 2017 2018 2017 2018 2017

P Lauener Interim CEO (from 27/11/17) 42 -

7 - - - 5 - 54 -

CEO
Slamey ¢ m 01/06/16 to 07/11/17) o 171

5 11 = 8 13 17 148 207

Interim CEO
DWallace ¢ 1 01/11/15 to 31/05/16) . 27

Deputy CEO and Executive Director
of Finance, Strategy and Corporate - 114
Services (from 01/06/16 to 31/03/17)

- - - 3 - 30 - 147

Deputy CEO and Chief Customer
Officer (from 01/04/17 to 10/7/17 89 -
and from 27/11/17)

Acting CEO
(from 11/07/17 to 26/11/17)

Total 145 141

- - 10 7 36 35 191 183

Interim Executive Director of
D Ross Finance, Strategy and Corporate = 22
Services (to 30/05/16)

Executive Director of Customer
Services and Operations 126 103
(from 01/06/16)

12 5 3 2 32 26 173 136

Total 126 125

12 6 3 3 32 31 173 165

Executive Director of Repayments

and Counter Fraud (to 09/03/18) 19 124

P Mason

= - = 3 31 32 150 159

Executive Director of Change and
B McNaught Programme Management 121 63
(from 01/10/16 to 18/03/18)

= - 3 2 31 16 155 81

Executive Director of Repayments,
Counter Fraud and HR
(from 19/03/18)

Total 126 63

- - 3 2 32 16 161 81

Interim Executive Director of
J Evans Corporate Services 41 -
(from 01/04/17 to 25/07/17)

Interim Chief Financial Officer (from

M Blackburn 26/07/17)

228 -

- - - - - 228 -

Interim Chief Information Officer
ATucker ¢ om 04/12/17) L -

- - - - 107 -

, Interim Chief Information Officer
COConnor ¢ 1 16/02/17 to 30/11/17) cE

- - - - - - 242 45

Under the terms of M Blackburn’s temporary
appointment under the Crown Commercial Service
Contingent Labour One framework contract, Capita
Business Services received £227,574 (2017: £nil) (of
which they retained £10,985 (2017: £nil)) for the period
to 31 March 2018.

Under the terms of A Tucker’s temporary appointment
under the Crown Commercial Service Contingent
Labour One framework contract, Capita Business
Services received £106,872 (2017: £nil) (of which

they retained £5,037 (2017: £nil)) for the period to 31
March 2018.

Under the terms of C O’Connor’s temporary
appointment under the Crown Commercial Service

Contingent Labour One framework contract, Capita
Business Services received £242,457 (2017: £45,372)
(of which they retained £11,608 (2017: £2,172)) for the
period to 31 March 2018.

SLC made payments for loss of office to one current
member and one former member of the Executive
Leadership Team in the year to 31 March 2018.

¢ P Mason, the Executive Director of Repayments

and Counter Fraud, received a Special Severance
Payment of £31,000.

e J Steed, the former Chief Digital Officer and member
of the ELT, received a Severance Payment of £34,000.

There were no payments for loss of office made in the
year to 31 March 2017.
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Retirement benefits of the ELT who were members of the SLC Retirement and Death Benefits Scheme,
who served during the year to 31 March 2018 were:

Executive Accrued pension Increase during the year to
Leadership  and related lump sum at 31 March 2018 in accrued
Team 31 March 2018 pension and related lump
0 [00) sum net of inflation.
At 31 At 31 Increase
March March net of
2018 2017 inflation
£000 £000 £000
10 — 15 plus lump sum of 0 - 2.5 plus lump sum of
D Wallace 30-35 55_5 330 283 39
25 - 30 plus lump sum of 0 - 2.5 plus lump sum of
D Ross 7580 55_5 866 830 11
0 - 5 plus lump sum of 0 - 2.5 plus lump sum of
P Mason 10 - 15 55-5 124 85 36
0 - 5 plus lump sum of 0 - 2.5 plus lump sum of
B McNaught 5-10 55-5 77 39 37
Notes

(i) Cash Equivalent Transfer Values (CETV) values have been calculated in accordance with the
Occupational Pension Schemes (Transfer Values) Regulations 1996, depending upon length of
membership of the SLC Scheme.

(i) Inflation over the year was 3%.

(iiiy Any Additional Voluntary Contributions paid by members of the ELT and the resulting benefits are not
shown.

(iv) “Increase net of inflation” does not include a deduction for member contributions.

(v) As per his contract of employment, P Lauener was not a member of the SLC Retirement and Death
Benefits Scheme. Instead SLC contributed to a nominated pension scheme.

(vi) As per his contract of employment, S Lamey was not a member of the SLC Retirement and Death
Benefits Scheme. Instead SLC contributed to a nominated pension scheme.
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Median Remuneration

The total annualised remuneration of SLC’s interim CEO, as the highest
paid member of the ELT who is on SLC’s payroll, was £184,598 (2017:
£228,073), based on the information in the table and footnotes on

page 43. This was 9.5 times (2017: 11.9 times) the median remuneration
of the workforce, which was £19,531 (2017: £19,139).

2018 2017

CEOQ'’s total remuneration £184,598 £228,073
Median total remuneration £19,531 £19,139
Ratio 9.5 11.9

Total remuneration does not include employer pension contributions and
the cash equivalent transfer value of pensions.

The reduction in the median ratio is a result of the appointment of the new
Interim CEO in November 2017.

SLC was subject to continuing pay restrictions and distributed a
consolidated pay uplift of 1% to all staff members during the year to
31 March 2017 and awarded a consolidated pay uplift of £250 to staff
excluding the ELT and Senior Managers during the year to 31 March
2018.

In 2018, the highest paid member of the ELT was the current Interim Chief
Information Officer (CIO) contracted through Capita Business Services

in December 2017. In 2017, the previous Interim CIO was the highest
paid member of the ELT, contracted through Capital Business Services

in February 2017, leaving SLC in November 2017. This is a temporary
arrangement. It is not expected that, when recruited, the permanent CIO
will be the highest paid member of the ELT.

The total annualised remuneration of the Interim CIO payable by Capita
Business Services would be £312,480 (2017: £302,400) equivalent to 16.0
times (2017: 15.8 times) the median remuneration of the workforce.

2018 2017

Highest paid ELT members remuneration £312,480 £302,400
Median total remuneration £19,531 £19,139
Ratio 16.0 15.8

No employees received remuneration in excess of the highest paid
member of the ELT in 2018.

The median calculation includes only employees who were in a contract
of employment with SLC on 31 March each year, excluding
Non-Executive Directors as their fees are not set by SLC, and also
excludes the highest paid member of the ELT. The calculation includes
agency and other temporary employees covering staff vacancies at

31 March each year.
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Staff Report

The average number of full time equivalent employees of SLC (including
members of the Executive Leadership Team) during the year was

as follows:
2018 2017
Full time equivalent employees 2,859 2,787

All staff were employed by SLC for the purposes of administration and
operation of the student finance support scheme. Staff costs for SLC
comprise the following:

Remuneration and Staff Report ()4

Severance

SLC agreed and paid 16 (2017: 10) severance payments in the year.
The relevant details are disclosed in the table below.

Total number of severance payments

2018 2017
Cost band No. No.
< £10,000 1 1
£10,001 - £25,000 5 4
£25,001 - £50,000 6 2
£50,001 - £100,000 3 3
£100,001 - £150,000 1 -
Total number of severance payments 16 10

£000 £000
Total cost on a cash basis 615 349

My e

£000 2Ly £000

Wages and salaries 69,941 1,527 71,468 67,878
Social security costs 6,296 - 6,296 5,813
Pension costs 9,951 - 9,951 5,554
Direct Staff Costs 86,188 1,527 87,715 79,245
Indirect staff costs 683 - 683 298
Total Staff Costs 86,871 1,527 88,398 79,543

Permanently employed staff includes all staff with an employment contract with SLC. These employment
contracts may be permanent employment or fixed term employment. Others represent agency and contractor
staff that support short term requirements such as covering unexpected absences, short term peaks in
workload, short term projects or a permanent vacancy until the vacancy can be filled.

SLC additionally has a large number of service contracts who supply resource to support the delivery of our
technology programmes.

Payment of severance is excluded from the above. Severance payments made are explained on page 47.

The Strategic Report provides further details on managing our people, including Equality and Diversity at SLC.

Consultancy
Expenditure on consultancy in the year ended 31 March 2018 amounted to £Nil. (2017: £18,000)

Sickness Absence

Sickness absence is monitored on a rolling twelve month, full time equivalent basis and is a monitored
scorecard measure. Sickness absence for the year ended 31 March 2018 amounted to 4.28% (2017: 5.55%).

Note 1 to the financial statements details the SLC’s policy on termination
benefits under the heading Employee Benefits.

Trade Union Facility Time

SLC has a long standing relationship with its recognised trade union PCS.
SLC and PCS hold monthly meetings which provides an opportunity to
discuss and resolve employment and business related matters.

In the year to 31 March 2018, SLC employed 23 PCS representatives

(21 FTE) across the four SLC sites; Glasgow City Centre, Glasgow
Hillington, Darlington and Llandudno. SLC employees who act as PCS
representatives spend up to a maximum 60% of their working week on
Union responsibilities. Of the 23 PCS representatives within SLC, 15 spent
up to 50% of their time on union duties and 8 spent in excess of 50% of
their time on union duties.

Prior to November 2017, two employees worked full time as PCS
representatives. In November both secured operational positions and now
spend a maximum of 60% of their time on union duties.

The annual cost of union facility time amounts to £112,000 which is 0.13%
of the total pay bill. In the year ended 31 March 2018, SL