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RESPONSE TO POINTS RAISED AT THE FINANCE COMMITTEE ON 7 OCTOBER 2008

Following my appearance at the Committee on 7 October 2008, I am writing to provide
further clarification on a couple of issues raised in relation to Graduate Endowment Income
and Payment Performance.

Graduate Endowment Income

I agreed to provide the Committee with details of how the Graduate Endowment Income
compared with the figures presented in the financial memorandum supporting the Graduate
Endowment Abolition (Scotland) Bill in November 2007. The estimated net income in the
financial memorandum was £17m based on estimated gross income of £23.4m. This was
based on a prudent approach as there were significant numbers of students, at that stage,
who had failed to identify how they were to settle their debt and liability. The gross income
recorded in the accounts for 2007-08 is £27.9m. However, this figure recognises income of
£4.3m from the new 'continuing' student category - graduates who deferred payment as they
had opted to continue studying. Taking this into account the gross income figure, as
recorded in the accounts for 2007-08 was higher, but not significantly different, from the
figure in the financial memorandum supporting the Bill.

Payment Performance

In order to give further context I agreed to provide details on the volume of transactions
underpinning the payment performance percentages that appear in the consolidated
accounts. In both 2006-07 and 2007-08, the number of transactions was broadly
comparable, in the region of 310,000 - 330,000 individual transactions. Upon undertaking a
more detailed examination of the dip in payment performance for the Scottish Government
(including its Executive Agencies and the Crown Office & Procurator Fiscal Service) between
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2006-07 (97%) and 2007-08 (95.7%), it emerged that the moderate decline was in the main
attributable to significant changes in systems and processes during that year, largely as a
result of the changes required to the organisational structure to support the desired structure
of the current administration. A significant programme of activity to realign our financial
systems went live in April 2008 and initiatives are already underway within the Scottish
Government to improve payment performance. Indeed, as announced at First Minister's
Questions on 9 October, we will aspire to the ten day target of paying the bills of small
enterprises in Scotland in line with what has been announced by the UK Government.

I hope that you find this information helpful.

JOHN SWINNEY
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