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Chief Executive’s Report

Our annual report and accounts show what we have achieved in the period from 1 April 2005 to 31
March 2006. Our corporate plan shows what we aim to achieve between 2006 and 20009.

2005-2006 saw us consolidate and build on the success of previous years. During the year we re-
designed our team and management structures to improve how we deal with Individual Learning
Accounts and collection of the Graduate Endowment. We set up a new post to head our Electronic
Document Management (EDM) section. The post holder also has responsibility for change management,
marketing the services we can offer to other organisations and liaison with the SLC.

For the first time ever, the Agency was able to complete the main processing season well before
Christmas. This gave more time than usual to deal with applications for travel expenses and begin
preparing for 2006-2007.

We continue to operate robust Health and Safety policies and our Health and Safety Committee reports
regularly to our Management Board. We have now reached Scotland’s Health at Work scheme’s silver
standard and are working towards the gold.

In January 2006, DfES produced their Report of the Review of Higher Education Student Finance
Delivery in England. The Report gave us hard data from which to compare SAAS levels of performance
with those of the 172 Local Education Authorities who do the same work as we do south of the Border.
The Report showed that SAAS unit costs per application were around one third lower than those of
LEAs. The speed at which we deal with applications was considerably faster. On average, in 2005-20086,
SAAS was able to deal with an application in 10-11 days. The target for English LEAS was six weeks.

On the environmental front, additional IT equipment and printers increased our energy usage but we
partly offset this by installing energy efficient lighting. We were able to reduce the number of printed
applications we issue by a further 70,000. On-line applications rose to 21% (about 24,000 in total). EDM
and our move to accepting photocopies of supporting documents instead of originals allowed us shred
and recycle paper applications within 30 days of receipt.

These results show that 2005-2006 was a record year for the Agency in terms of carrying out its core
business. We were also glad to have confirmation from the DfES Report that we are in fact as good as we
think we are. However, that does not mean that we are complacent about the results we have achieved.
We remain committed to the concept and practice of Continuous Improvement. We will be taking a
number of steps in 2006—2007 to refine our business processes further and offer the Scottish public the
levels of service that they rightly expect from us.

David Stephen
Chief Executive
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Our management board

David Stephen Chief Executive

Graham Gunn Head of Information System and Operational Policy
Donald Wood Head of Finance and Personnel (to 31 October 2005)
Audrey Heatlie Customer Services Manager

Stephen Blyth Agency Accountant and Finance Team Leader
Professor Pauline Weetman Non-executive Board Member (to April 2006)
Martin Lowe Non-executive Board member

Eileen Marshall Non-executive Board member

Margaret Munckton Non-executive Board member

Our non-executive board members have a wide range of experience of university and financial
administration. They are Professor Pauline Weetman (Professor of Accountancy at Strathclyde
University), Martin Lowe (retired Secretary of Edinburgh University), Eileen Marshall (Finance Director,
Glasgow college of Nautical Studies) and Margaret Munckton (Assistant Principal, Lauder College).
Professor Weetman’s appointment ended in April 2006.
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Who we are and what we do

Who we are

We are an agency of the Scottish Ministers, based in Edinburgh’s South Gyle business park. We employ
around 150 permanent staff and control budgets totalling £504 million.

What we do
We help Scottish students in higher education by:
. paying their tuition fees;

. dealing with applications under the Students’ Allowances Scheme, the Postgraduate Students’
Allowances Scheme and the Nursing and Midwifery Students Bursary Scheme;

. providing resources to the Student Loans Company Limited (SLC) and distributing Hardship
Funds, Hardship Loans and Mature Student Bursary Funds to Scottish universities and colleges;
and

. maintaining a Register of Educational Endowments.

We also help learners through the Individual Learning Accounts Scotland (ILAS) scheme, which we run
with Learndirect Scotland.

We collect the Graduate Endowment on behalf of the Scottish Ministers. Money paid into the
Endowment helps to provide support for future generations of students.

Almost all of the services we provide are available to the public electronically. Scottish higher-education
students have been able to apply for support on-line since 2002.

We have included a glossary at the end of this document which explains terms we have used that you
may not be familiar with.
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Our aim, vision and values

Our aim is to be an outstanding provider of learner funding for students.

Our vision is to excel at what we do. We aim to:
. provide high-quality services to the Scottish public that are easy to use;
. continuously improve the speed and efficiency of our work; and
. value the people who work here and the customers they deal with.

We value:

putting the needs of our customers first;

. taking responsibility for what we do and the targets we need to achieve;
. working together as a team;

. working with partners to achieve Ministerial aims

. being professional and committed to quality;

. communicating clearly and openly;
. maintaining a well-trained and motivated workforce; and
. using modern technology.
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Service Delivery

Applications for support

We dealt with 129,565 applications (114,028 from undergraduates, 5,969 postgraduates, 9,568 nursing
and midwifery students). The table below shows the numbers of applications we have dealt with in each
of the years 2000 to 2006.

Applications received
136,000

134,000 —_

132,000

130,000 / \\
128,000 //

126,000

124,000

122,000 ‘ ‘ ‘ ‘ ‘
2000-2001 2001-2002 2002-2003 2003-2004 2004-2005 2005-2006

Disabled Student Allowance (DSA)

Applications for DSA dropped slightly, from 3,574 in 2004-2005 to 3,371 in 2005-2006. The following
chart provides a breakdown of the claims by type of disability.

Students receiving DSA awards in 2005-2006 by type of disability

In a wheelchair or has difficulty Blind or partial sight 2.7%

moving around 3.1%
\ / Deaf or partial hearing 3.2%
/

Other disabilities 16.9% ~

Multiple disabilities
77% ——

/
Mental health 3.7% AN

Dyslexia 62.7%
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Replying to queries

We dealt with 116,865 pieces of mail and 67,270 e-mails. The Customer Services Unit deals with most of
the calls we receive, and answered 255,995 calls during the year.

Internet services

Our website received 4.8 million hits, an increase of 47.7% on 2004-2005. Around 24% of students who
made an application to us applied for their support on-line.

Endowments
We searched the Register of Educational Endowments on behalf of 1,786 students during the year.
Individual Learning Accounts Scotland

During 2005-2006 we processed 26,449 applications and 1,834 income reassessments. We opened 25,557
accounts and 13,168 applicants made at least one booking.

Debt recovery

The table below shows the amount of debt we recovered during 2003-2004, 2004-2005 and 2005-2006.

April to July to October to NETIET"A (o) Total
June September December March

2003-2004 £304,218 £279,107 £240,597 £309,402 £1,133,324
2004-2005 £381,037 £350,906 £283,508 £332,709 £1,348,160
2005-2006 £340,643 £467,120 £422,074 £490,729 £1,720,566

Debt recovered

£600,000

£400,000

/

£300,000
£200,000
£100,000
£0
Apr - Jun July-Sep Oct - Dec Jan - Mar
——2003-2004 2004-2005 ——2005-2006

At the end of 2005-2006, outstanding debt totalled £6,261,360.
Graduate Endowment

We wrote to 18,213 students telling them how much Graduate Endowment they would be liable to pay
after they graduate. We have made arrangements with the Student Loans Company for loans to be made
to those who cannot or do not want to pay the endowment out of their own resources. In 2005-2006, we
successfully recovered 94% of the money due from liable students.
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Customer surveys

We carry out regular customer surveys and analyse the results to identify where we can improve our
services. Each year we send forms to a random sample of 12,000 customers to ask them for comments on
the services we provide. The following table shows the satisfaction ratings for each of the last six years.

| satisfactionrating |
Statement 200020012002 | 2003 | 2004 | 2005 |

Knowledge and helpfulness of staff 81% 87% 91% 86% 84% 88%
How easy it was to understand our guidance 66% T72% T79% T74% 82% 85%
documents

How easy it was to fill in our application forms 58% 65% 74% 67% 75% 80%
How easy it was to fill in our on-line application form - - - - 71% 7%
(new question)

How easy it was to fill in our new shortened application - - - - 89% 91%
form for continuing students (new question)

Availability of application forms 88% 89% 93% 90% 88% 88%
Time taken to issue an award notice 77% 83% 88% 75% 75% 86%
How quickly phone enquiries were dealt with 67% 80% 85% 78% 77% 82%
How quickly written correspondence was dealt with 69% 78% 85% T70% 72% 82%
How quickly supplementary grants were paid 82% 85% 89% T77% 82% 89%
How quickly e-mail enquiries were dealt with (see 80% 84% 89% 67% 64% 79%
Note 1)

Our website 79% 84% 92% 87% 85% 91%
Where we are based 7% 89% 91% 89% 91% 92%

Note 1: The number of e-mails received has grown significantly over the last 6 years, from 582 e-mails in
2000-2001 to 67,270 in 2005-2006.

Personnel

In January 2006 we carried out an Agency specific Band A recruitment campaign. The recruitment
complied with the Civil Service Commissioners’ Recruitment Code ensuring it was on the basis of fair
and open competition and merit.

Of the 22 candidates appointed, which included 5 recurring part year appointments, 7 were female and
15 male. None of the appointees declared a disability. One appointee was from an ethnic minority. SAAS
made no exceptions to the Civil Service Commissioners’ Recruitment Code.

As at 31 March 2006 the Agency employed 151 staff, including a fixed term appointment (Student Work
Placement).

Staff by pay band & gender at 31 March 2006

| | Males | = | Females | | Total |
| N | % | No | % | _No | %
1.4 0 0 1 0.6

Senior Civil 1

Service

Band C 1 1.4 0 0 1 0.6
Band B 16 21.6 18 23.4 34 22.6
Band A 56 75.6 59 76.6 115 76.2
Total 74 100 77 100 151 100
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Health and Safety

Our health and safety policy recognises that the Agency, as an employer, has to ensure the health and
safety of our staff but that they also have a duty of care to themselves. As in everything else we do, co-
operation is the key to success and we all need to work together to achieve the aims of the policy. We
have a Health and Safety Committee who meet quarterly to consider health and safety inspections of
Gyleview House. The Agency’s Management Board receive minutes of these meetings which are also
available on our website.

Scotland’s Health at Work

The Agency joined the Scotland’s Health at Work Scheme (SHAW) in 2003 to promote physical activity
and healthy eating. We work with staff to offer a range of activities such as golf, walking and horse
riding. We also arrange health checks, seminars and events throughout the year to promote a healthy
lifestyle. Each year, we use the afternoon of our Awayday as an opportunity for staff to try out new
physical activities, which this year included archery, hill walking, swimming and pitch & putt.

The Agency attained the Scotland’s Health at Work (SHAW) Silver Award in December 2005 and we are
now working towards the gold award.

Environmental Issues

The Agency has an environmental policy to ensure that continuous environmental improvement is made
by reducing the impact of our operations on the environment. We are working to reduce the amount

of waste we produce and minimise the use of landfill sites by recycling paper, plastic and cans. We
encourage staff to use public transport to attend meetings wherever possible. We also try to reduce travel
by use of our video conferencing equipment. We are engaged in an ongoing campaign to reduce our use
of energy.
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Our performance against our targets

for 2003-2004 and 2004-2005 2003-2004 2004-2005 2005-2006
To process 50% of applications within 21% within 12 days 62% within 12 days 63% within 12 days
12 days of receiving them, 75% within ~ 25% within 14 days 72% within 14 days 69% within 14 days

14 days, and 100% within 21 days. 43% within 21 days 90% within 21 days 83% within 21 days
Average number of calendar days taken n/a n/a 10 days

to process an application.

To issue replies to 90% of written 92% within 14 days 95% within 14 days 78% within 14 days

enquiries within 14 days of receiving 97% within 21 days 98% within 21 days 91% within 21 days
them, and 100% within 21 days.

Total number of complaints received. 94 (21 for policy 82 81
issues)

To answer all complaints within 14 days 85% 94% 94%
of receiving them.
To reach an average unit cost of £34 to £33.32 £35.39 £36
process each application based on full (see note 1 below) (see note 4 below) (see note 4 below)
costs. (This target was £32 until 2005).
To respond to enquiries sent by e-mail 83% 92% 93%
within five days of receiving them.
To answer 85% of calls to our customer 76% within 25 Not available — see Not available
services unit within 25 seconds, and seconds note 3 - see note 3
100% within three minutes. 99% within

three minutes
To make sure that the average delay for ~ Over the year the  Not available — see Not available
incoming calls to our Customer Services average delay was note 3 — see note 3
unit is no longer than 12 seconds in 27 seconds.

quarters one, two and four, and 20
seconds in quarter three (see note 2).

(1) = This figure does not include information technology development costs.

(2) = Quarter 1 (January to March), quarter 2 (April to June), quarter 3 (July to September) and quarter 4
(October to December).

(3) — Statistics not available due to ongoing problems with Callscan MIS reporting.

(4) — The average unit cost to process applications was high as we did not receive as many applications
as expected.

The revised targets introduced in 2003 were intended to be stretching and have had some measure of
success as we are now able to process just under two thirds of applications within 12 days of receipt.
However, experience has shown that targets based on achieving 100% performance within a specified
timescale are in practice often unachievable. For example, over the summer we may receive incomplete
applications from students who have gone abroad and cannot be contacted for several weeks. In

dealing with correspondence, we may have to request information from third parties (including other
Government Departments) but not receive this in time to meet our 14 or 21 day targets.

We have therefore begun a project to review our targets with the aim of finding measures that will more
realistically demonstrate Agency performance. We are doing this in line with the “balanced scorecard’
approach which should ensure not only better key performance indicators but a wider set of targets to
reflect the support systems that underpin delivery of our core business (e.g. our ICT and HR systems).
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Annual Accounts 2005-06
Management board report 2005-06

Accounts Direction

The accounts have been prepared in accordance with a direction given by the Scottish Ministers in
accordance with Article 19(4) of the Public Finance and Accountability (Scotland) Act 2000.

History and statutory background

We were established as an Executive Agency on 5 April 1994 as part of the Government’s Next Steps
initiative. Our operating framework, including financial delegations, is established in the Agency’s
Framework Document. A Chief Executive who is responsible to the Scottish Ministers heads us.

Principal activities

We exist to provide financial support for full-time students in higher education by administering the
Students’ Allowances Scheme; the Postgraduate Students’ Allowances Scheme; Nursing and Midwifery
Student Bursaries Scheme and to collect Graduate Endowment liability. We also distribute Access Funds
and the Childcare Funds to all eligible Scottish further and higher education institutions and provide
resources to the Student Loans Company Limited for both loan funds and administration costs. We also
administer the Individual Learning Account Scheme.

Management board composition 2005-2006

David Stephen Chief Executive

Graham Gunn Head of Information Systems and Operational Policy
Donald Wood Head of Finance and Personnel (to 31 October 2005)
Audrey Heatlie Customer Services Manager

Stephen Blyth Agency Accountant and Finance Team Leader
Pauline Weetman Non-Executive Board Member

Martin Lowe Non-Executive Board Member

Margaret Munckton Non-Executive Board Member (from August 2005)
Eileen Marshall Non Executive Board Member (from August 2005

Information on salary and pension entitlement can be found in the Remuneration Report and Note 2 in
the Notes to the Accounts

Equal opportunity

We are an agency of the Scottish Executive. We can recruit staff up to Band C1 in line with Scottish
Executive equal opportunity policy and the Civil Service Recruitment Code. We do not regard sex,
marital status, age, race, ethnic origin, sexual orientation, disability, religion or belief, working patterns,
employment status, gender identity (transgender), caring responsibility or trade union membership as a
bar to employment, training or advancement. We recruit staff entirely on their ability to do the job.
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Consulting with employees

We recognise that good industrial relations and consulting fully with staff are important management
factors, so the Management Team holds both formal and informal meetings, and regularly communicates
with all staff and their representatives.

Paying of invoices

We are committed to paying invoices promptly for supplying goods and services, and we aim to meet
the Confederation of British Industry’s prompt payment code at all times. We process invoices on the
Scottish Executive’s Accounting System and pay them within 30 days of receiving goods or services. In
the year, we paid 99.5% of invoices on time.

Charitable donations
There were no charitable donations made in 2005-2006.
Auditors

The accounts are audited by auditors appointed by the Auditor General for Scotland. Further details on
audit remuneration can be found in Note 3 to the Accounts.

Disclosure of relevant audit information

As Accountable officer, I am not aware of any relevant audit information of which our auditors are
unaware. | have taken all necessary steps to ensure that I myself am aware of any relevant audit
information and to establish that the auditors are also aware of this information.

Management Commentary
Review of the business

We received 135,169 applications this session and dealt with 63% of them in 12 days or less (target
50%). Around 21% of students who made an application to us applied using our on-line services and
our website received 3.2 million hits. A new telephony system was installed during the year to improve
our customer services. Full details of our business activities during 2005-06 can be found in our annual
report.

Financial review

The Student Awards Agency budget is approved by the Scottish Parliament. The Agency net running
costs budget including capital charges was £7,631,000. This does not include provision for notional
charges. Comparison to actual outturn shows a net underspend of £159,000. Parliamentary provision for
capital expenditure was £1,753,000. Comparison to actual outturn shows an underspend of £187,000.

The purpose of these accounts is to show how we use our administration budget. However, we also issue
the following amounts in relation to student support but it is accounted for within the Scottish Executive
Enterprise, Transport and Lifelong Learning Department accounts.
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Operating Budget Capital Budget
£000 £000

Fees, Grants and Bursaries 238,036 -
Repayment of Awards (900) -
Graduate Endowment Income (2,162)

Widening Access Funds 13,232 =
Student Loans Company Administration 6,258 -
Student Loans Net New Lending = 170,000
Student Loan Interest Subsidy to Banks 13,220 -

We also have an operating budget of £82,390,000 to cover accounting charges such as capital charges
and interest, inflation and charges to other provisions relating to student loans.

Total administration expenditure in the financial year was £7,756,000. This represents an increase of

7% compared to expenditure in the previous year. Of this increase, 47% is due to us successfully filling
a number of posts and also meeting the increased costs of employer pension contributions. There was a
significant increase in our depreciation charge which is mainly the result of us capitalising the Telephony
software, which became operational during the year and other software changes following revised
student support arrangements. To offset these additional charges, savings were made following the
renegotiation of the software maintenance contract.

Post balance sheet events

There were no post balance sheet events.

Future business developments

From September 2006 we intend to develop a new payment process by streamlining Bank Automated
Credit System (BACS) payments to improve efficiency, accuracy and speed of payment.

We will also further develop LEAN methodology for the office environment.

Research and development

The Agency has proved the concept of being able to use text messaging to mobile phones as a new way
to communicate with students. We now plan to further develop this and introduce new services in the
academic year 2006-07.

Risk and control

Management and the control of risk is a key task performed within SAAS. A risk register is maintained
which identifies all internal and external risks to the organisation and the action required to reduce the
threat of these risks occurring.

The risk register is regularly updated and any changes are considered by the Management Board.

Key Performance indicators

Full details of SAAS targets and performance can be found in Part 4 of the Annual Report.



SAAS continues to reduce the amount of paper in circulation and the uses to which it is put. We do so

by maximising the number of applications made using the Internet (now running at about 50%) and
gradually replacing printed guidance by CD — ROMs. Paper files and copies of supporting documentation
are shredded for recycling after the information on them has been stored electronically. Progressively, we
aim to become as close to being a paperless office as it is possible for a Government Agency to be.

We review our Environmental Policy every two years and set targets and energy savings in our corporate
plan.

We are currently setting up an EMS (Environmental Management System) and included in it are targets
for reducing energy usage year on year. To help reduce energy usage we have installed new, high
definition light fittings that use energy saving bulbs. We have also fitted light movement sensors in all
corridors, toilets and stairwell areas.

A new recycling separating programme is in place throughout the agency encouraging staff to separate
paper, plastics and cans from all food waste. This will allow us to recycle a higher proportion of the
waste generated in the agency.

Our gardening contract provides for all garden waste to be collected and taken for composting by
the gardeners. We have also fitted a number of Bird Boxes that are encouraging wildlife and hence
biodiversity in our area.

SAAS has an audit committee which supports me as Accountable Officer in monitoring and reviewing
corporate governance, risk and control systems within the Agency. The committee meets twice a year.
Membership includes executive SAAS board members and is chaired by Martin Lowe a non executive
board member. Representatives of Audit Scotland and Scottish Executive Internal Audit attend as
interested parties.

We have summarised the changes in fixed assets in the notes to the financial statements. The most
significant change to the fixed assets is additional purchases and transfer from assets under construction
to computer software. This is a result of completion and commencement of the new telephony call
monitoring system. New assets under construction are the costs of setting up the pay loans project. This
project is due for completion by August 2006.

}u/
(
D. Stephen

Chief Executive
8 September 2006
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Student Awards Agency for
Scotland Remuneration Report

Salary and pension entitlements
Senior Management Salaries

The salary, pension entitlements and benefits in kind of the SAAS Management Board were as follows:

2005-06 2004-05
Senior management Salary Benefits in kind Salary Benefits in kind
£000 (to nearest £100) £000 (to nearest £100)

David Stephen
Chief Executive 60-65 nil 65-70 nil

Graham Gunn

Head of Information 40-45 nil 40-45 nil
Systems and

Operational Policy

Donald Wood

(from 1 April 2005 to 40-45 nil
31 October 2005) Consent Withheld

Head of Finance

and Personnel

Audrey Heatlie
Customer Services 25-30 nil 25-30 nil

Manager

Stephen Blyth
Group Manager 35-40 nil 30-35 nil
Finance

Our 4 non-executive board members receive no remuneration.

Salary

‘Salary’ includes gross salary; performance pay or bonuses; overtime; reserved rights to London
weighting or London allowances; recruitment and retention allowances; private office allowances and
any other allowance to the extent that it is subject to UK taxation.

Benefits in kind

The monetary value of benefits in kind covers any benefits provided by the employer and treated by the

Inland Revenue as a taxable emolument. None of our senior managers received any such benefit during
the 2005-06 financial year.



Accrued Real increase = CETYV at CETV at Real increase
pension (and in pension 31/03/06 31/3/05 in CETV
lump sum) at  (and lump

age 60 as at sum) at age 60

31/03/06
£000 £000 £000 £000 £000

David Stephen 25-30 2.5-5 643 430 58
Chief Executive (80-85) (2.5-5)
Graham Gunn 15-20 0-2.5 395 305 9
Head of Information (55-60) (0-2.5)
Systems and
Operational Policy
Donald Wood Consent Withheld
(from 1 April 2005 to
31 October 2005) Head of
Finance and Personnel
Audrey Heatlie 10-15 0-2.5 161 121 7
Customer Services (30-35) (0-2.5)
Manager
Stephen Blyth 10-15 0-2.5 198 154 5
Group Manager (35-40) (0-2.5)
Finance

Pension benefits are provided through the Civil Service pension arrangements. From 1 October 2002,
civil servants may be in one of three statutory based “final salary” defined benefit schemes (classic,
premium and classic plus). New entrants after 1 October 2002 may choose between membership of
premium or joining a good quality “money purchase” stakeholder based arrangement with a significant
employer contribution (partnership pension account).

Benefits accrue at the rate of 1/80th of pensionable salary for each year of service. In addition, a lump
sum equivalent to three years’ pension is payable on retirement. Members pay contributions of 1.5 per
cent of pensionable earnings. On death, pensions are payable to the surviving spouse at a rate of half the
member’s pension. On death in service, the scheme pays a lump sum benefit of twice pensionable pay
and also provides a service enhancement on computing the spouse’s pension. The enhancement depends
on length of service and cannot exceed 10 years. Medical retirement is possible in the event of serious ill
health. In this case, pensions are brought into payment immediately without actuarial reduction and with
service enhanced as for widow(er) pensions.

Benefits accrue at the rate of 1/60th of final pensionable earnings for each year of service. Unlike classic,
there is no automatic lump sum, but members may commute some of their pension to provide a lump
sum up to a maximum of 3/80th of final pensionable earnings for each year of service or 2.25 times



pension if greater (the commutation rate is £12 of lump sum for each £1 of pension given up). For the
purposes of pension disclosure the tables assume maximum commutation. Members pay contributions
of 3.5 per cent of pensionable earnings. On death, pensions are payable to the surviving spouse or
eligible partner at a rate of 3/8th the member’s pension (before any commutation). On death in service,
the scheme pays a lump-sum benefit of three times pensionable earnings and also provides a service
enhancement on computing the spouse’s pension. The enhancement depends on the length of service
and cannot exceed 10 years. Medical retirement is possible in the event of serious ill health. In this
case, pensions are brought into payment immediately without actuarial reduction. Where the member’s
ill health is such that it permanently prevents them undertaking any gainful employment, service is
enhanced to what they would have accrued at age 60.

This is essentially a variation of premium, but with benefits in respect of service before 1 October 2002
calculated broadly as per classic.

Pensions payable under classic, premium and classic plus are increased in line with the Retail Prices Index.

This is a stakeholder-type arrangement where the employer pays a basic contribution of between 3% and
12.5% (depending on the age of the member) into a stakeholder pension product. The employee does not
have to contribute but where they do make contributions, these will be matched by the employer up to a
limit of 3% (in addition to the employer’s basic contribution). Employers also contribute a further 0.8%
of pensionable salary to cover the cost of risk benefit cover (death in service and ill health retirement).
The member may retire at any time between the ages of 50 and 75 and use the accumulated fund to
purchase a pension. The member may choose to take up 25% of the fund as a lump sum.

This is the actuarially assessed capitalised value of the pension scheme benefits accrued by a member

at a particular point in time. The benefits valued are the members’ accrued benefits and any contingent
spouse’s pension payable from the scheme. It is a payment made by a pension scheme or arrangement

to secure pension benefits in another pension scheme or arrangement when the member leaves a scheme
and chooses to transfer the pension benefits they have accrued in their former scheme. The pension
figures shown relate to the benefits that the individual has accrued as a consequence of their total service,
not just their current appointment. CETVs are calculated within the guidelines and framework prescribed
by the Institute and Faculty of Actuaries.

This reflects the increase in CETV effectively funded by the employer. It takes account of the increase
in accrued pension due to inflation, contributions paid by the senior manager (including the value of any
benefits transferred from another pension scheme or arrangement) and uses common market valuation
factors for the start and end of the period.

}L/
(
D. Stephen

Chief Executive
8 September 2006
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Statement Of Agency’s and Chief Executive
/ Accountable Officer Responsibilities

In accordance with section 19(4) of the Public Finance and Accountability (Scotland) Act 2000, the
Scottish Ministers have directed the Student Awards Agency for Scotland to prepare a statement of
accounts for each financial year in the form and on the basis set out in the accounts direction.

The accounts are prepared on an accruals basis and must give a true and fair view of the state of affairs of
SAAS at the year end and of its operating costs, total recognised gains and losses and cash flows for the
financial year.

In preparing the accounts the Agency is required to comply with the requirements of the Government
Financial Reporting Manual and in particular to:

. observe the accounts direction issued by the Scottish Ministers, including the relevant
accounting and disclosure requirements, and apply suitable accounting policies on a consistent
basis;

. make judgements and estimates on a reasonable basis;

. state whether applicable accounting standards as set out in the Government Financial Reporting
Manual have been followed, and disclose and explain any material departures in the financial
statements;

. prepare the financial statements on the going concern basis.

The Principal Accountable Officer of The Scottish Executive has appointed the Chief Executive of
the Student Awards Agency for Scotland as the Accountable Officer for the Agency. His relevant
responsibilities as Accountable Officer, including responsibility for the propriety and regularity of
the public finances and for the keeping of proper records, are set out in the Accountable Officer’s
Memorandum issued by the Scottish Ministers.

D. Stephen
Chief Executive
8 September 2006



As Accountable Officer, | have responsibility for maintaining a sound system of internal control that
supports the achievement of my organisation’s aims and objectives as agreed by Scottish Ministers,
whilst safeguarding the public funds and assets for which | am personally responsible, in accordance with
the responsibilities assigned to me.

I am accountable for the proper, efficient use of resources provided to my Agency (including Budget
provision funding). | am also responsible for ensuring that the relevant guidance and requirements of
advice issued by Scottish Executive Finance are met and for putting into effect any recommendations
accepted by Ministers or the Scottish Parliament. The Chief Executive’s accountability is subject to the
respective overall responsibilities of the Permanent Secretary of the Scottish Executive as the Principal
Accountable Officer, and the Head of Enterprise Transport and Lifelong Learning Department and the
Chief Executive of the National Health Service in Scotland as Accountable Officers.

The Scottish Public Finance Manual (SPFM) is issued by the Scottish Ministers to provide guidance

to the Scottish Executive and other relevant bodies on the proper handling of public funds. It is mainly
designed to ensure compliance with statutory and parliamentary requirements, promote value for money
and high standards of propriety, and secure effective accountability and good systems of internal control.

The system of internal control is designed to manage rather than eliminate the risks of failure to achieve
my organisation’s 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 the principal risks to
the achievement of my organisation’s policies, aims and objectives; to evaluate the nature and extent of
those risks and to manage them efficiently, effectively and economically.

The process within my organisation accords with the SPFM and has been in place for the year ended 31
March 2006 and up to date of approval of the annual report and accounts and accords with guidance from
the Scottish Ministers.

All bodies subject to the requirements of the SPFM must operate a risk management strategy in
accordance with relevant guidance issued by the Scottish Ministers. The general principles for a
successful risk management strategy are set out in the SPFM.

The management of risk is a key task within SAAS. My Agency maintains a risk register which
incorporates all internal and external risks and identifies the actions required to reduce the threat of these
risks occurring. The risk register is regularly updated and any changes are reviewed by the management
board. Each risk is analysed by allocating a category, type and description to it then the likelihood and
impact of the risk happening is evaluated. Any remedial action to minimise the risk is then recorded as
actions required along with who will carry this out and when. The risk is then allocated a status and a date
to be reviewed again in the future. Individual risk registers are used for specific projects as a management



control tool to ensure all projects are successful. This provides a mechanism to report any high level risks to
the project management board to take preventative action.

More generally, my organisation is committed to a process of continuous development and improvement:
developing systems in response to any relevant reviews and developments in best practice in this area.

In particular, in the period covering the year to 31 March and up to the signing of the accounts my
organisation has achieved the following:

The Enterprise and Lifelong Learning Statistical Branch are providing more accurate predictions
on student numbers and associated income to further improve the calculation of SAAS
programme expenditure budgetary requirements.

A non executive director has been appointed chair of the SAAS Audit Committee.

To increase response rates from Graduate Endowment liable students we redrafted letters in
plainer English and inserted dates by which we expect replies. We also made reminders and final
demands more explicit pointing out court action will be taken and many more letters were issued
by recorded delivery.

As Accountable Officer, | have responsibility for reviewing the effectiveness of the system of internal
control. My review is informed by:

the executive managers within my organisation who have responsibility for the development and
maintenance of the internal control framework;

the work of the internal auditors, who submit to my organisation’s Audit Committee regular
reports which include the Head of Internal Audit’s independent and objective opinion on the
adequacy and effectiveness of my organisation’s systems of internal control together with
recommendations for improvement;

comments made by the external auditors in their management letters and other reports;

a management board which meets quarterly to consider the plans and strategic direction of my
organisation. The board comprises the senior members of my organisation and three external
independent members;

a quarterly meeting with our Fraser Figure for which a report on all my organisation’s activities
is prepared. This meeting is attended by all senior members of my organisation;

minutes of the meetings of my organisation’s Audit, Finance, Information Systems, Fraud and
Health and Safety committees are tabled at board meetings. The chair persons are present;

regular reports which are produced on managing risk on key projects and are discussed with me
at weekly meetings of my organisation’s senior managers;

a risk register in place for all critical elements of our operation. This is reviewed at least twice a year.

Appropriate action is in place to address any weakness identified and to ensure the continuous
improvement of the system.

}\,/
(
D. Stephen

Chief Executive
8 September 2006
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Independent auditor’s report to the Student Awards
Agency for Scotland, the Auditor General
for Scotland and the Scottish Parliament

I have audited the financial statements of the Student Awards Agency for Scotland for the year ended
2005-06 under the Public Finance and Accountability (Scotland) Act 2000. These comprise the Operating
Cost Statement, the Balance Sheet, the Cash Flow Statement and the Statement of Recognised Gains and
Losses and related notes. These financial statements have been prepared under the accounting policies set
out within them.

This report is made solely to the parties to whom it is addressed in accordance with the Public Finance
and Accountability (Scotland) Act 2000 and the Code of Audit Practice approved by the Auditor General
for Scotland and for no other purpose, as set out in paragraph 43 of the Statement of Responsibilities of
Auditors and of Audited Bodies prepared by Audit Scotland, dated July 2001.

Respective responsibilities of the Agency, Chief Executive /
Accountable Officer and auditor

The agency and Chief Executive are responsible for preparing the annual report and the financial
statements in accordance with the Public Finance and Accountability (Scotland) Act 2000 and directions
made thereunder by the Scottish Ministers. The Chief Executive is also responsible for ensuring the
regularity of expenditure and receipts. These responsibilities are set out in the Statement of Agency Chief
Executive’s Responsibilities.

My responsibility is to audit the financial statements in accordance with the relevant legal and regulatory
requirements and with International Standards on Auditing (UK and Ireland) as required by the Code of
Audit Practice approved by the Auditor General for Scotland.

| report my opinion as to whether the financial statements give a true and fair view and whether the
financial statements and the part of the Remuneration Report to be audited have been properly prepared
in accordance with the Public Finance and Accountability (Scotland) Act 2000 and directions made
thereunder by the Scottish Ministers. I also report whether in all material respects.

. the expenditure and receipts shown in the financial statements were incurred or applied in
accordance with any applicable enactments and guidance issued by the Scottish Ministers, the
Budget (Scotland) Act covering the financial year and sections 4 to 7 of the Public Finance and
Accountability (Scotland) Act 2000; and

. the sums paid out of the Scottish Consolidated Fund for the purpose of meeting the expenditure shown
in the financial statements were applied in accordance with section 65 of the Scotland Act 1998.

| also report if, in my opinion, the Annual Report is not consistent with the financial statements, if the
agency has not kept proper accounting records, if I have not received all the information and explanations
I require for my audit, or if information specified by relevant authorities regarding remuneration and
other transactions is not disclosed.

I review whether the Statement on Internal Control reflects the agency’s compliance with Scottish
Executive guidance. | report if, in my opinion, it does not comply with the guidance or if it is misleading
or inconsistent with other information | am aware of from my audit of the financial statements. | am not
required to consider, nor have | considered, whether the statements covers all risks and controls. Neither
am | required to form an opinion on the effectiveness of the agency’s corporate governance procedures or
its risk and control procedures.



I read the other information contained in the annual report and consider whether it is consistent with
the audited financial statements. This other information comprises only Management Board report,
Management Commentary and Remuneration Report. | consider the implications for my report if |
become aware of any apparent misstatements or material inconsistencies with the financial statements.
My responsibilities do not extend to any other information.

I conducted my audit in accordance with Public Finance and Accountability (Scotland) Act 2000

and International Standards on Auditing (UK and Ireland) issued by the Auditing Practices Board

as required by the Code of Audit Practice approved by the Auditor General for Scotland. An audit
includes examination, on a test basis, of evidence relevant to the amounts, disclosures and regularity of
expenditure and receipts included in the financial statements and the part of the Remuneration Report

to be audited. It also includes an assessment of the significant estimates and judgements made by the
agency and Chief Executive in the preparation of the financial statements, and of whether the accounting
policies are appropriate to the agency’s circumstances, consistently applied and adequately disclosed.

| planned and performed my audit so as to obtain all the information and explanations which | considered
necessary in order to provide me with sufficient evidence to give reasonable assurance that the financial
statements and the part of the Remuneration Report to be audited are free from material misstatement,
whether caused by fraud or error, and that in all material respects the expenditure and receipts shown

in the financial statements were incurred or applied in accordance with any applicable enactments and
guidance issued by the Scottish Ministers. In forming my opinion | also evaluated the overall adequacy
of the presentation of information in the financial statements and the part of the Remuneration Report to
be audited.

In my opinion

the financial statements give a true and fair view, in accordance with the Public Finance
and Accountability (Scotland) Act 2000 and the directions made thereunder by the Scottish
Ministers, of the state of affairs of the agency as at 31 March 2006 and the net cost of
operations, recognised gains and losses and cash flows for the year then ended; and

the financial statements and the part of the Remuneration Report to be audited have been
properly prepared in accordance with the Public Finance and Accountability (Scotland) Act
2000 and directions made thereunder by the Scottish Ministers.

In my opinion in all material respects

the expenditure and receipts shown in the financial statements were incurred or applied in
accordance with any applicable enactments and guidance issued by the Scottish Ministers, the
Budget (Scotland) Act covering the financial year and sections 4 to 7 of the Public Finance and
Accountability (Scotland) Act 2000; and

the sums paid out of the Scottish Consolidated Fund for the purpose of meeting the expenditure
shown in the financial statements were applied in accordance with section 65 of the Scotland Act
1998.



Alastair Swarbrick
Senior Audit Manager
Audit Scotland
Osborne House

1/5 OsborneTerrace
Edinburgh

EH12 5HG

29 September 2006
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Student Awards Agency for Scotland

Operating Costs Statement
for the year ended 31 March 2006

Note 2005-06 2004-05
£000 £000

Administration Costs
Staff costs 2 3,223 3,027
Other administration costs 3 4,533 4,220
Net operating cost 7,756 7,247

The above results relate to continuing activities

STATEMENT OF RECOGNISED GAINS AND LOSSES
for the year ended 31 March 2006

2005-06 2004-05
£000 £000

Net surplus/(deficit) on revaluation of
tangible fixed assets 1 11
Gains and losses since last reported 1 11

The notes on pages 28 to 34 form part of these accounts
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Student Awards Agency for Scotland

BALANCE SHEET
As at 31 March 2006

Fixed assets
Tangible assets
Intangible assets

Current assets

Debtors

Creditors: (due within one year)
Net Current Assets

Total Assets less
Current Liabilities

Provisions for liabilities
and Charges

Early departure costs

Taxpayers’ Equity
General fund

Revaluation reserve

Note

4a
4b

10

31 March 2006
£000 £000

6,651
179
6,830
240
_ 24
(34)
6,796
(148)
6,648
6,631
17
6,648

The notes on pages 28 to 34 form part of these accounts

D. Stephen
Chief Executive
8 September 2006

31 March 2005
£°000 £°000

7,358
0
7,358
209
94
155
7,513
(22)
7,491
7,473
18
7,491
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Student Awards Agency for Scotland

CASH FLOW STATEMENT
For the year ended 31 March 2006

Net Cash outflow from
Operating Activities (note i)

Capital Expenditure and
Financial Investment (note ii)

Net Financing (note iii)
Increase or (decrease) in cash

Note i: RECONCILIATION OF OPERATING
COST TO OPERATING CASH FLOWS

Net Operating cost
Adjustments for items not involving cash
Depreciation
Notional interest charged
Other notional charges
Loss on Revaluation of Fixed Assets
Adjustments for movement in working capital
(Increase)\Decrease in creditors

(Decrease)\ Increase in debtors
Provision for early retirement costs

Net cash outflows from operating activities

2005-06
£000  £000
4,924
1,456
(6,380)
7,756
2,095
249
283
1
(2,628)
(109)
31
(126)
(204)
_ 4924

2004-05
£2000 £2000
5,249
2,810
(8,059)
7,247
1,560
240
262
1
(2,063)
252
(196)
9
65
5,249
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Note ii: ANALYSIS OF CAPITAL
EXPENDITURE AND FINANCIAL
INVESTMENT

Payment made to acquire tangible fixed assets
Payment made to acquire intangible fixed assets

Net cash outflow from capital expenditure
Note iii: ANALYSIS OF FINANCING
AND RECONCILIATION TO THE
NET CASH REQUIREMENT

Net Financing

The notes on pages 28 to 34 form part of these accounts

2005-06
£000 £000

1,260
196

1,456

(6,380)

2004-05
£000 £000

2,810

2,810

(8,059)



In accordance with the accounts direction issued by The Scottish Ministers under section 19(4) of

the Public Finance and Accountability (Scotland) Act 2000, these accounts have been prepared in
compliance with the Government Financial Reporting Manual (FReM). The accounting policies
contained in the FReM follow UK generally accepted accounting practice for companies (UK GAAP) to
the extent that it is meaningful and appropriate to the public sector.

The particular accounting policies adopted by the Agency are described below. They have been applied
consistently in dealing with items considered material in relation to the accounts.

These accounts have been prepared under the historical cost convention modified to account for the
revaluation of fixed assets at their value to the business by referring to their current costs.

Fixed assets comprise computer equipment, computer software, plant and machinery and assets under
construction. They are capitalised at their cost of acquisition and installation. Plant and machinery is
revalued each year using Business Producer Price Indices to take account of specific price changes.
Computer equipment and computer software are not revalued. Furniture and fittings purchased prior to
financial year 2004-05 are also capitalised and revalued each year. However, following a decision by
our parent department from financial year 2004-05 all purchases of furniture and fittings are treated as
current expenditure and will no longer be capitalised.

The threshold for capitalising tangible fixed assets is £1,000. Computer equipment includes individual
assets whose costs fall below the threshold, but as they are of a similar nature they are grouped together
and capitalised.

Expenditure on software development is capitalised if it meets the criteria specified in the Government
Financial Reporting Manual which are adapted from SSAP 13 to take account of the not-for-profit
context. Expenditure which does not meet the criteria for capitalisation is treated as an operating cost in
the year in which it is incurred.

The Agency does not own any land or buildings. A charge for the rental of accommodation is included in
the expenditure account.

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

Furniture and fittings 10 years
Information technology(Including software) 5 years
Plant and machinery 5 years

Purchased software licences 3 years



From financial year 2004-05 all purchases of furniture and fittings are treated as current expenditure
and are no longer to be capitalised. Therefore furniture and fittings depreciation relates only to historic
purchases.

A charge reflecting the cost of capital utilised by the Agency is included in operating costs. The charge is
calculated at the standard rate of 3.5% in real terms on all assets less liabilities.

Creditors are for goods or services received by the Agency. All outstanding invoices are paid within 30
days of the invoice date or delivery of the goods and services.

All leases are operating leases and the rentals are charged to the operating cost statement on a straight
line basis over the term of the lease.

Past and present employees are covered by the provisions of the Principal Civil Service Pension Schemes
(PCSPS) which are described in Note 2. The defined benefit schemes are unfunded and are non-
contributory except in respect of dependants’ benefits. The Agency recognises the expected cost of these
elements on a systematic and rational basis over the period during which it benefits from employees’
services by payment to the PCSPS of amounts calculated on an accruing basis.

The average number of full-time equivalent people employed during the year was as follows.

2005-06 2004-05

Senior management 5 5
Other permanent staff 128 131
Agency staff 13 24
146 160

Our full-time equivalent people are employed in the following areas of the organisation.

Customer Finance and  Information Chief Individual

Services Personnel Systems and Executive’s Learning

Operational Office Accounts

Policy

Senior Management 1 2 1 1 0
Other Permanent Staff 79 15 26 6 2
Agency Staff 9 1 1 0 2
89 18 28 7 4




The total payroll costs of these people were as follows.

2005-06 2004-05

£000 £000

Salaries and wages 2,700 2,506
Social Security costs 170 165
Other pension costs 414 306
Agency Staff 131 222
3,415 3,199

Less : capitalised within Fixed Assets (192) (172)
Charged to Operating Costs Statement 3,223 3,027

The PCSPS is an unfunded multi-employer defined benefit scheme. The Student Awards Agency for
Scotland is unable to identify its share of the underlying assets and liabilities. A full actuarial valuation
was carried out at 31 March 2003. Details can be found in the separate scheme statement for the PCSPS
(Cabinet Office: Civil Superannuation (www.civilservice-pensions.gov.uk).

For 2005-06, normal employer contributions of £414,435.32 were payable to PCSPS (2004-05:
£305,657) at one of four rates in the range 16.2 to 24.6 per cent of pensionable pay, based on salary
bands. The scheme’s Actuary reviews employer contributions every four years following a full scheme
valuation. The salary bands and contribution rates were revised for 2005-06 and will remain unchanged
until 2008-09. The contribution rates reflect the benefits as they are accrued, not when the costs are
actually incurred; and they reflect past experience of the scheme.

Employees joining after 1 October 2002 could opt to open a partnership pension account, a stakeholder
pension with an employer contribution. No one from the Agency opted to join this scheme.

2005-06 2004-05
£000 £000 £000 £000

Cost of capital charge 249 240
Audit fee 20 20
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3.2 Other spending

3.2.1 Accommodation

2005-06
£000
Rent 429
Rates 177
Miscellaneous 244
850

3.2.2 General administration expenses
2005-06
£000
Travel and subsistence 20
Stationery 51
Printing 47
Telecom charges 128
Computer running costs 464
Minor equipment 7
Postal charges 135
Miscellaneous 56
Graduate Endowment Administration Costs 37
945

2004-05
£000

450
152
226

828

2004-05
£000

17
58
60
140
735
6
153
44

1,213

From 2005-06 expenditure is required to meet the costs of administering the Graduate Endowment scheme.

2005-06

£000

3.2.3 Scheme Publicity 110
Total other expenditure (note 3.2) 1,905
Total other administration costs (note 3) 4,533

2004-05
£000

116

2,157
4,220
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4a Tangible fixed assets

Furniture Information Computer Plantand Assetin the Total
and fittings Technology Software Machinery course of £000
£000 £000 £000 £000 construction
£000
Cost or valuation
As at 1 April 2005 356 1,069 12,853 189 415 14,882
Additions - 306 745 11 307 1,369
Transfers - 415 - - -415 -
Disposals - - - - - -
Revaluation 3 - - -2 1
At 31 March 2006 359 1,790 13,598 198 307 16,252
Depreciation
As at 1 April 2005 140 696 6,551 137 - 7,524
Charge for year 36 197 1,835 10 - 2,078
Disposals - - - - - -
Revaluation 1 - - -2 - -1
At 31 March 2006 177 893 8,386 145 - 9,601
Net Book Value
At 1 April 2005 216 373 6,302 52 415 7,358
At 31 March 2006 182 897 5,212 53 307 6,651

4b Intangible Fixed Assets

Cost or valuation Purchased software licences

£000
As at 1 April 2005 -
Additions 196
Transfers -
Disposals -
Revaluation =
At 31 March 2006 196

Depreciation

As at 1 April 2005 -
Charge for year 17
Disposals -
Revaluation -

At 31 March 2006 17

Net Book Value
At 1 April 2005 -

At 31 March 2006 179
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5 Debtors

Debtors are £79,000 prepayments and £161,000 VAT (2004-05: prepayments £98,000 and VAT
£111,000). There is no provision for bad debts.

6 Creditors: amounts falling due within one year

All our creditors are trade creditors. This means that they are for goods or services received. They are
due for payment within 30 days of receipt of invoice or delivery of service, whichever is later. The large
increase in closing creditors, compared to last years figure, is due to a high value of capital equipment
purchases in 2005-06 which fell due as creditors.

7 Provisions for liabilities and charges

A provision was created in 2002-03 for the early retirement of a member of staff. This is based on the
annual value of payments incurred by SAAS and the time remaining until retirement age. The provision

was increased in 2005-06 to take account of the future severance cost of the Head of Finance and Personnel.

Early Retirement

Costs (£000)
Opening balance at 1 April 2005 22
Additional provisions during the year 136
Released during the year (20)
Closing balance at 31 March 2006 148

8 Lease commitment

Annual commitment as at 31 March 2006 under non-cancellable lease is as follows:-

£428,622- to be reviewed in 2008

This operating lease refers to the premises occupied by the Student Awards Agency at Gyleview House.

9 Movement in general fund

£000
Balance as at 1 April 2005 7473
Departmental funding (see note 14) 6380
Non-cash funding: operating expenditure 533
Transfer from revaluation reserve (realised) 1
Net cost of operations (7,756)
Balance at 31 March 2006 6631
10 Movement in revaluation reserve

£000
Balance at 1 April 2005 18
Arising on revaluation during the year (net) 1
Backlog depreciation adjustment @
Transfer to general fund (realised element) (1)
Balance at 31 March 2006 17
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11 Contingent liabilities

There were no contingent liabilities at 31 March 2006.

12 Capital commitments

Capital commitments at 31 March 2006 were £27,000 (at 31 March 2005 they were £187,000).
13 Related party transactions

SAAS is an Executive Agency of the Scottish Executive (SE). The SE is regarded as a related party. During
the year SAAS had various material transactions with the SE along with other Government Departments.

During the year, no members of the Senior Management Board, key members of staff or related parties
have undertaken any material transactions with the Agency.

14 Reconciliation to draft Departmental Account
The Agency expenditure forms part of the Scottish Executive Enterprise, Transport and Lifelong
Learning Department account, but it is not separately identified. The financing of £6,380,000 as recorded

in the Agency’s Cash Flow Statement, has been agreed with the Department.

15 Intra-government balances

Debtors: amounts Debtors: amounts Creditors: Creditors:

falling due within falling due within amounts falling amounts falling

one year one year due within one due within one

year year

2005-06 2004-05 2005-06 2004-05

£000 £000 £000 £000

Balances with other central 161 111 4 5

government bodies
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Student Awards Agency
For Scotland

Corporate plan
2006 to 2009



Our report for 2005-2006 shows our current position. This plan explains how we will continue to
improve our performance over the next three years. Our aim is to provide high-quality services to our
customers that are also cost-effective.

As an agency of the Scottish Ministers, we deliver results which support the Scottish Executive’s policies
on funding learners, widening access to higher education, modernising government and delivering public
services electronically.

We live in a climate of change and continuously need to improve the way we work and the levels of
service we can offer to our customers. Summarised below are some of the main things that may affect
what we are doing.

Tuition fees in the rest of the UK are now different to those in Scotland. This may affect the
number of people who come to study in Scotland. Loans for fees will be available to Scottish
students going to study elsewhere in the UK.

A larger European Union — with 25 countries now in the European Union, we may have to
deal with more European students coming to Scotland to study. Following a decision by the
European Court, some of these students may be entitled to support with living costs that they
have not had in the past.

Policy changes are likely to need changes in our computer systems. These may be relatively
minor, ‘technical’ changes (e.g. altering the rules about previous study) or major changes in
policy direction (e.g. if there were to be a change of Government).

The Student Loans Company (SLC) will be testing arrangements in 2006 for centralising
student support in England and Wales. Future arrangements for SLC’s corporate governance are
also under review. This may affect our relationship with the company.

Efficient government — like all other parts of the Scottish Executive, we are having to look
at better and possibly cheaper ways of working with other organisations. This may involve
allowing others to use some of our information technology systems or SAAS to use theirs.

Running costs — new measures for filling posts and keeping running costs down may affect our
staffing arrangements.

Frequency of payment — From 2007 we shall be paying students studying in Scotland monthly
instead of in three termly instalments as at present. We have to develop a faster and more
robust system for getting money into students’ bank accounts using BACS. We may need to
insist on students having a bank account as we move away from the use of payable orders.

Higher customer expectations — we know from the customer surveys that we carry out each
year that the public increasingly expects faster and better services from us.

Changes in technology — we will continue to keep up to date with changes in information

and communications technology. We will take advantage of new technologies if they offer
significant benefits to our customers, stakeholders and staff. But we will only do so where costs
are affordable and we can make changes without disrupting our business.



We will:

We will:

We will:

We will:

continue to simplify our forms and guidance;

encourage as many students as possible to apply to us using our web site instead of paper
forms;

provide programmes of staff training in information and communications technology, customer
care and plain English; and

continue to test customer satisfaction with our services and measure our performance against
other organisations.

develop a system to make payments directly using BACS instead of using the Scottish
Executive’s accounting system;

reduce to a minimum the number of payments we make using payable orders; and

work with SLC to co-ordinate the payment of support on a monthly basis.

improve the way we identify students who are liable to pay the GE;
redesign the letters we send to students telling them they are liable to pay;

simplify the process so that students can tell us on-line how they would like to pay the
endowment; and

reduce the time it takes to begin debt recovery action against those who are unwilling to pay.

jointly develop an improvement strategy to enhance management control of electronic transfer
of data between SAAS and Learndirect Scotland (LDS);

agree better working practices between SAAS and LDS to improve overall customer
communications and highlight system difficulties at an earlier stage; and

join with scheme partners to review the scheme’s success towards the end of 2006.



We will:

We will:

We will:

We will:

complete the process of getting all our forms, guidance and other publications up to the
standards of Plain English Campaign’s Crystal Mark by 2007;

between now and 2008, stop sending large numbers of paper copies of forms and guides to
universities and colleges to give to students (instead, we will issue CD-ROMS which contain
everything in the guide as well as the video we currently send to schools);

develop a joint communications strategy with policy colleagues and other devolved
administrations to ensure that student support messages are targeted on the right audience;

develop closer working relationships with key stakeholders on data control, particularly around
attendance confirmation and withdrawal; and

develop a strategy for managing the continuing increase in numbers of visits to educational
institutions to give advice.

continue to review our environmental policy every two years;
reduce further the use and storage of paper;

try to reduce the amount of energy we use for heating, hot water and lighting by 1% each year
between now and 2009; and

reduce travel (particularly to Glasgow) by using our video-conferencing equipment as much as
possible.

ensure that our equipment and systems of working are flexible and powerful enough for us to
expand our business if and when opportunities arise; and

make sure that information technology systems are user-friendly and that new staff or staff
from other organisations can quickly learn how to work with them effectively.

continue to work with Health Department colleagues to develop and deliver a programme of
NHS Bursaries targeted at specific groups, e.g. Dentistry students;

work with SLC to deliver fee loans to Scottish students on courses elsewhere in the UK; and

learn lessons from the circumstances which led to the project to enable SAAS to pay loans to
Scottish students having to be abandoned.



Develop and maintain high-quality customer
service in all areas of our business.

redesign our team and management structures
in 2005-2006 to fit in with new ways of
working (for example, Individual Learning
Accounts Scotland and our new Electronic
Document Management System );

continue programmes of staff training in
information and communications technology,
customer care and plain English;

extend to as many students as possible the
shortened application forms we introduced in
2004; and

continue to test customer satisfaction with our
services and measure our performance against
other organisations.

Successfully take over from the SLC paying
loans to Scottish students.

use Government Project Management
Procedures and PRINCE (Projects in Controlled
Environments) to control our project work;

develop a communication strategy to inform
stakeholders;

work with the SLC to make sure we manage
risks effectively;

be ready to launch loan payments by spring
2006; and

train staff in the new procedures.

Achieved. In addition to ILAs and EDM, we
improved our staffing structure for the collection of
the Graduate Endowment.

Achieved. In-house training given on using our
new telephony system, handling difficult telephone
calls and minute writing.

Achieved. 20,628 shortened applications were
issued in 2004, 30,926 in 2005 and 33,750 in 2006.

Achieved. Survey forms issued to customers in
November 2005 and institutions in March 2006.
Comparisons made in DfES review of student
support delivery in England showed SAAS to be
faster and cheaper per case than all 172 Awarding
Bodies South of the Border.

SAAS development proceeded as planned but the
project had to be suspended (and subsequently
abandoned) due to increased costs and differences
in the ways that SAAS and SLC work. We shall

be studying a consultant’s report on how this came
about to see what lessons can be learned.



Put effective systems in place for collecting the
Graduate Endowment (GE).

collect as much management information as
possible in 2005-2006 to help us predict the
number of students who will pay the GE by
taking out a student loan and the number who we
will have to take debt recovery action against;

review our procedures for recovering debt and,
if necessary, increase the number of staff we
emplay in this area;

review our information technology system for
identifying students who are liable to pay the
GE; and

improve the efficiency of our debt recovery
team to achieve the team target for recovering
overpayments to £1,100,000 in 2005-2006.

Successfully deliver Individual Learning
Accounts Scotland (ILAS).

improve the management information available
to us and our partners (HELS and Learndirect
Scotland); and

join with scheme partners to review the
scheme’s success towards the end of 2005.

Achieved — monthly reports are produced by
GRASS which establishes current take up of each
option. These will be used to predict future trends.

The Debt Recovery team has handled the 2005
cases effectively. Although the number of 2006
cases will be slightly larger, procedures in place
and experience will ensure that these cases are
dealt with more efficiently.

The anomalies in GRASS identified throughout the
2005-2006 session have been rectified and we are
confident the system will now correctly identify
those liable students.

Achieved. Total receipts £1.7m in 2005-2006

This is an iterative process. Although the
management information has been improved,
HELS have still to finalise their requirements.

A review of the policy objectives was undertaken
towards the end of 2005. The outcome of that has
led to new policy objectives being proposed. The
original objectives were only partially met due to a
lower demand than anticipated.



Improve and simplify communication.
complete the process of getting all our forms,
guidance and other publications up to the
standards of Plain English Campaign’s Crystal
Mark by 2007;

between now and 2008, stop sending large
numbers of paper copies of forms and guides
to universities and colleges to give to students
(instead, we will issue CD-ROMS which will
contain everything in the guide as well as the
video we currently send to schools); and

if we have enough staff, increase the number
of visits we make to educational institutions
to give advice directly to students and their
families at open days and similar events.

Maintain effective energy and waste-
management policies.

continue to review our environmental policy
every two years;

become as near a paperless office as we can;

try to reduce the amount of energy we use for
heating, hot water and lighting by 1% each year
between now and 2008; and

reduce travel (particularly to Glasgow) by using
our video-conferencing equipment as much as
possible.

We have put in place an ongoing review of our web
site to bring it more fully into line with this target.

We reduced the number of printed applications
issued to institutions (from 150,000 in 2005 to
80,000 in 2006) and increased the number of
CD-ROMs we send them (from 1,000 in 2005 to
150,000 in 2006) to try to encourage students to
apply on-line.

We have increased the number of visits/events we
attend from 26 in 2005 to 62 in 2006. We have
done this, without increasing staff numbers by
careful use of training and delegation.

Achieved. We reviewed the policy in December
2005 and presented it to staff at SAAS awaydays.

Ongoing — on-line applications rose to 21%: EDM
allowed us to shred and recycle paper applications
within 30 days of receipt. We received 67,270 e-
mails in 2005-2006.

Not achieved due to having to install additional
equipment which increases energy usage (e.g. new
in-house printer, additional IT equipment and new
servers). However, we have also installed new
energy efficient lighting to partly offset the increase.

Achieved. Four Finance Committee meetings were
held during the year using video — conference
facilities as well as a meeting with DfES which
would have needed travel to London.



Attract new business.

create information and communications
technology systems and systems of working
by 2007-2008 that are flexible and powerful
enough for us to expand our business when
opportunities arise;

appoint someone who will be responsible for
marketing what we have to offer to potential
business partners; and

make sure that information technology systems
are user-friendly and that new staff or staff from
other organisations can quickly learn how to
work with them effectively.

Hardware refresh is in progress which will add
capacity and resilience and give flexibility to grow.

Appointed a Change Manager who took up the
post on 28 November 2005.

We are continually reviewing our systems to

make them easier to use by both our staff, and our
customers. For example, this year, students no
longer have to print off and sign a copy of their on-
line application.



To process 50% of applications within 12 days of receiving them, 75% within 14 days and
100% within 21 days.

To reply to 90% of written enquiries within 14 days of receiving them, and 100% within 21
days.

To answer all complaints within 14 days of receiving them.

To acknowledge e-mail enquiries automatically on receipt and issue a full reply within 5
working days (under review).

To carry out a yearly survey of customers’ opinions on the levels of service we provide, and
publish the results in our annual report.

To answer 85% of calls to our customer services unit within 25 seconds and 100% within three
minutes.

To make sure that the average delay for incoming calls to our customer services unit is no

longer than 12 seconds in quarters 1, 2 and 4 (January to March, April to June, October to
December), and 20 seconds in quarter 3 (July to September).

To reach an average unit cost of £34 to process each application (based on full relevant costs).

To achieve a team target of £2,000,000 for recovering overpayments in the Debt Recovery Team.



Our offices are staffed and open for business between 8.30am and 5pm, Monday to Thursday, and
8.30am to 4.30pm on Fridays. We are not open during public holidays or during the period between
Christmas and the New Year. You can contact us by letter, phone, fax, e-mail or in person.

Student Awards Agency for Scotland

Gyleview House

3 Redheughs Rigg

EDINBURGH

EH12 9HH

Automated telephone answering service: 0845 111 1711
Fax no: 0131 244 5887

E-mail: saas.geu@scotland.gsi.gov.uk.

Website: www.SAAS.gov.uk
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— systems that let us include figures in the accounts for the accounting year
in which we have bought goods or services, even if paid for in a different year.

— Allied Health Professions.
— when we treat items as assets instead of expenses.

— the statement which shows changes in our cash and bank balances since last year’s
accounts. It also shows changes in our liabilities, assets and other accounts.

— the drop in value of an asset through wear and tear, age and going out of date
(obsolescence).

— Electronic Document Management.
— assets we intend to keep for more than one year.

— the surpluses on our activities are transferred into the general fund to be used in the
future.

— a gross amount is the figure before deductions.
— the total cost of providing our services.

— Higher Education and Learners Support Division which deals with policy and legislation
affecting student support.

—a way of valuing assets in a set of accounts based on their original cost price
(rather than what they would cost at the date of the accounts).

— Individual Learning Accounts Scotland.
— the discount we give the organisation which buys the loans owed to us.
— a net amount is the figure after deductions.
— the cost of an item as recorded in the accounts, less the depreciation taken off.
— the cost of providing a service after we have taken into account income from it.
— Nursing and Midwifery Student Bursary.

— non-cash charges agreed by senior management to show the full cost of providing a
service.

— if something happens after the date of the balance sheet and by the time the
accounts are prepared which could affect the true view of the accounts, it is a post balance-sheet event.



— something which has been paid out which covers a period after the end of the accounting

period.
— moving assets from one category to another.
— our surpluses (profits) or deficits (losses).
— checking that one set of figures agrees with another.
— an estimate of what an asset would be worth if we sold it on a particular date in the
future.

— if an asset is re-valued, the surplus on the revaluation is transferred to the
revaluation reserve.

— what an asset is worth at a revaluation date.
— Rest of the UK — Scottish students studying in a UK institution outside Scotland.
— selling students’ debts to another organisation to collect.

— students who meet the residence conditions to make them eligible to apply
to us for support for tuition fees and living costs.

— Student Loans Company Limited.
— Scottish University for Industry.

— assets that can be physically touched, for example, pieces of furniture.
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