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Dear Ms Duffy 
 
GRADUATE ENDOWMENT ABOLITION (SCOTLAND) BILL 
FINANCIAL MEMORANDUM – REQUEST FOR FURTHER INFORMATION 
 
The Finance Committee is seeking further information on the reconciliation of the figures 
in the Financial Memorandum with figures provided in a Parliamentary written answer in 
2006. Alex Young from the Lifelong Learning Directorate wrote to you today advising that 
we would provide a response. 
 
We have reviewed the annual costs for the Student Awards Agency for Scotland (SAAS) 
provided in the written answer against the costs and savings in the Financial 
Memorandum and would advise that the difference arises from maintenance and 
depreciation costs. The following table gives a breakdown: 
 
Item and 
Year 

Written answer
2005/06 - £’000

Costs assuming that 
the GE continues 

2007/08 - £’000 

Financial 
Memorandum 
2007/08 - £’000

Staff costs1 38 32 32 
Administration1 6 3 3 
Initial maintenance costs2 6 - - 
Sub-total 50 35 35  
Depreciation3,4 107 115 - 
Impairment5 - - 225 
Total costs 157 150 260 

 
1. The staffing and administration costs identified for the graduate endowment fee (GE) have reduced from 

2005/06 as the procedures have become more routine.   
2. The maintenance costs have been subsumed into the general maintenance contract for the Agency’s 

processing system.   
3. The comparable depreciation is higher in 2007/08 (compared to 2005-06) as further investment in the IT 

system resulted in an additional depreciation charge. 
4. Depreciation charges are met from a Capital Charges baseline budget and any unapplied GE 

depreciation charge would return to this budget to meet other demands as sytems are upgraded 
continuously and the costs capitalised into the balance sheet. 

5. Impairment will be met from the SAAS administration budget. 
 
 



 

 

The Memorandum was prepared on the basis of the projected costs which we expected to 
incur in 2007/08 and includes staff and administrative costs of £35,000. It also shows a 
cost to write off the IT system of £225,000 which is an impairment charge. Impairment is 
an accounting charge that is similar to depreciation and is required in place of 
depreciation when an asset needs to be written down or written off because its useful life 
has been shortened, or its value has diminished more quickly than expected.  

Were the GE to continue, the equivalent depreciation charge for 2007/08 would be 
£115,000 and further depreciation cost of £110,000 would be charged in future years until 
the IT system had a nil value (a charge in 08/09 of £86,000 and a charge in 09/10 of the 
remaining £24,000). The impairment charge of £225,000 in 2007/08 therefore comprises 
this year’s depreciation charge (£115,000) and the charge required to write the value of 
the asset down to nil (the £110,000 balance). 
 
I hope the Committee finds this explanation and reconciliation helpful. 
 
Yours sincerely 
 
 
 
 
 
David Stephen 
Chief Executive 


