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Dear Convener 

I refer to Alastair Sim’s letter of 24 November 2020 concerning your request for 
information about the cash position of Scottish higher education institutions and 
support for any institution facing immediate liquidity challenges. I have discussed this 
request with Alastair and we agreed that it would be more appropriate for the 
Scottish Funding Council (SFC) to respond to this part of the Committee’s request. 

The sector’s cash and equivalent balances are, according to the latest forecasts, 
expected to increase from £1.183 billion at the end of Academic Year (AY) 2018-19 to 
£1.835 billion by the end of AY 2019-20 before reducing to £1.574 billion by the end 
of AY 2020-21.  The 2019-20 and 2020-21 balances are, for the vast majority of 
institutions, improved on forecasts returned earlier this year as a result of the 
improved operating position.  No university is forecasting a negative cash position, 
however, six institutions anticipate having less than two months of cash reserves by 
the end of July 2021 (five institutions were in this position at the end of July 2019). 

Short-term liquidity remains universities’ main challenge and the focus for many 
institutions during the COVID-19 pandemic has been on protecting their cash 
position and thereby their ability to absorb short-term operating deficits through use 
of mitigating actions.  Several institutions have agreed overdraft or revolving credit 
facilities with lenders to help them manage though the crisis.  Some have also 
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explored accessing UK Government Loan Schemes while many have paused capital 
projects to protect their cash position.  It is important to note that cash balances may 
be artificially inflated by unspent funds (e.g. unspent borrowing for capital projects) 
and the improvement in the sector 2019-20 cash position is partly due to institutions’ 
inability to progress planned capital projects as a result of the crisis. 

While the data indicates that no institution is facing immediate liquidity challenges, 
SFC is continuing to monitor closely the financial position of institutions during this 
period of uncertainty.  The situation is better than expected in overall terms but still 
remains very fluid.  While latest projections are encouraging, the Academic Year is 
still at an early stage and it is possible that international fee income may reduce in 
the event of lockdown restrictions over winter and spring.  Similarly, accommodation 
and commercial income may be similarly impacted by such restrictions.  Institutions 
will be asked to provide further financial returns in early 2021 and SFC will continue 
to issue further updates on the sector’s financial sustainability as part of the next 
phase of our Review of Coherent Provision and Sustainability.      

Alastair Sim’s letter also referred to the establishment of a COVID-19 University 
Support Fund, as referenced in the Further and Higher Education Sustainability Plan.  
Such a fund has not been required to date as a result of the improved financial 
position reported in recent institutional forecast returns. You will find details of the 
actions taken by SFC to support institutions, in responding to the COVID-19 
pandemic, in our Financial Sustainability report published on 20 October 20201.  We 
are continuing to engage closely with and support institutions in assessing the 
robustness of their financial projections.    

I hope this information is helpful for the Committee. Please do not hesitate to 
contact me if you require further information or explanation.    

Yours sincerely, 

Karen Watt 
Chief Executive 

cc Alastair Sim, Director, Universities Scotland 
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http://www.sfc.ac.uk/web/FILES/corporatepublications_sfccp052020/Financial_Sustainabili
ty_Analysis_report.pdf 
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