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Dear Ms Baillie 
 
Thank you for your letter of 14 November asking for further information about European 
Structural Funds following the Auditor General’s consideration of the Scottish Government’s 
consolidated accounts for 2016/17.  In answering your points and for ease of reading, I have 
copied your questions in italics in my reply.   
 
Question 1:(A) the total grant allocation of EU structural funds for the 2007-13 programme 
that was available to spend in Scotland; (B) the sum that was actually spent in Scotland 
(eligible grants); and (C) the total amount of funding from the grant allocation that was not 
used. 
 
Answer 1(A): The grant allocations to the four programmes that make up 2007-2013 
Structural Fund programmes are in the table below, and are taken from the published 
operational programmes agreed with the EC.  The total available to spend in Scotland was 
€819.921 million. 
 

European Social Fund (Lowlands & Uplands)  € 269.921 million 

European Social Fund (Highlands & Islands) € 52.150 million 

European Regional Development Fund (Lowlands & Uplands)  € 375.958 million 

European Regional Development Fund (Highlands & Islands)  €121.862 million 

Total  €819.921 million 

 
Answer 1(B): The closure reconciliation of the programmes calculated that €741.511m of 
grant was eligible to be claimed from the EC at 31 March 2017.  This means that €78.41m of 
the grant allocation was not claimed (€819.921m less €741.511m). 
 
Answer 1(C):. You have asked that this unused grant allocation “be broken down to show 
funding that was not available as a result of errors made in Scotland and it should be made 
clear whether these errors were made by the Scottish Government, sponsors or both”.  
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Programmes are financed by grants from the EC and by match funding from other sources.  
Projects with a total value of £1,781.5m (EC and match funding) were approved over the 
course of the programmes; of which £1,638m was claimed from the Scottish Government.  
This difference of £143.5m includes the €78.41m grant not claimed.  The £143.5m is made 
up of three components (£38.7m, £52.5m and £52.3m, totalling £143.5m):  
 

 Project outturns were lower than approved budgets with the total underspend being  
£38.7m, reducing the grant able to be claimed.   

 Checking by the Scottish Government in managing the projects identified £52.5m of 
expenditure which was ineligible to claim arising from specific errors made by 
sponsors.  If an error is discovered after the project has received funding from the 
Scottish Government, the Scottish Government seeks to recover the ineligible 
expenditure from the sponsor. 

 As the Committee is aware, the 2007-2013 programmes were placed in suspension 
by the EC as a result of audit findings made against the Scottish Government and 
sponsors, including errors greater than the EC acceptable threshold of 2%.  One part 
of addressing those findings was to agree self-corrections totalling £52.3m across the 
four programmes and the full ten years of the 2007-2013 programme.  This was 
applied at a programme level, and therefore could not be reclaimed from individual 
projects. 

 
 
Question 2: “The Scottish Government suggested that it may, in effect, have to repay the 
EC between £11.2 and £13.3m. It appears that this figure has now increased to £31m and 
we therefore request a detailed explanation as to why there has been such a significant 
increase.” 
 
Answer 2: As set out in my letter of 11 April 2017 the £13.3m referred to an increase in the 
self correction for 2015/16 that was directly related to the audit performance of the 
programmes and this figure remains the same.   This figure is part of the £52.3m explained 
in Answer 1(C) above.  The repayment estimate is the difference between the €778.897m 
paid by the EC to the SG over the lifetime of the programmes and the maximum eligible 
claim of €741.511m.  The repayment estimate is therefore €37.386m approximately £31m at 
current exchange rates. 
 
 
Question 3: What proportion of the £16m overpaid to project sponsors will the Scottish 
Government seek to recover and what considerations will it take into account when deciding 
whether to seek to recover a repayment (for example, the financial position of the 
organisation; the likely impact on its services should it have to repay; etc.)?  
 
Answer 3: The Scottish Government has issued invoices for a total of £12.3m, pursued in 
line with the Scottish Government’s debt management processes.  The remainder has not 
been pursued since the organisations no longer exist and no recovery is possible.    To date, 
over £6.3 million has been recovered.  Amounts totalling £5m are subject to appeals by 
project sponsors.  These appeals are considering factors including evidence provided at the 
time of audits being carried out, the overall financial position of the sponsor and the impact of 
a recovery on the sponsor’s ability to deliver its services. 
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Question 4: Where the Scottish Government is not able to recover any of the £16m in 
question, which budgets will be used to make up the shortfall?  
 
Answer 4: The costs associated with closure of the programmes are included within the 
Scottish Government’s 2015-16 and 2016-17 Consolidated Accounts. These costs were pro-
actively managed within the Scottish Government’s overall budget management controls.   
 
In addition, an unquantified contingent asset was disclosed within the 2016-17 accounts 
recognising the Scottish Government’s assessment at that time that a number of 
organisations would find it difficult to repay the amounts due. In this context any amounts 
recovered from this process will represent additional resources and there is therefore 
no adverse impact on existing budgets. 
 
 
Question 5: Any potential impact on the successful delivery of the 2014-20 programmes. 
Who is responsible and accountable for the situation described above and whether any 
lessons have been learned. 
 
Answer 5: The 2007-2013 programmes were managed by the Scottish Government 
providing grants to sponsors to deliver projects.  The responsibilities of sponsors were set 
out in written offers of grant which were signed by those sponors.  These responsibilities 
included repayment of grant should errors be found through audits.  Some sponsors found 
meeting the demands of those responsibilities challenging.  Where errors could not be 
attributed to individual projects or sponsors, these costs were carried by Scottish 
Government.  I have set out the costs relating to each category in Answer 1(C). 
 
Learning from this experience with the 2007-2013 programme, and as I outlined in my letter 
of 31 January 2017, we made a series of changes to the principles underlying the delivery of 
the programmes ahead of the 2014-2020 programmes. These included seeking fewer, larger 
projects; using better resourced organisations as lead partners; using models with clearer 
audit requirements to reduce the risk of errors; a risk assessment process at application 
stage; a risk based checking system and providing continuing training and advice to lead 
partners. 
 
The 2014-2020 programmes are partnerships between Scottish Government and lead 
partners:  primarily Scottish Government Directorates, SG agencies and local authorities. 
Lead Partners are larger organisations with the breadth and depth of skills to meet the 
responsibilities of receiving grants and submit claims based on expenditure incurred and 
activity delivered. The Scottish Government is responsible for the design and implementation 
of the programmes and the Management and Control System which seeks to ensure 
projects are being delivered compliantly and claims are eligible, and for the subsequent 
declaration of expenditure to the EC.  
 
 

 
 
Liz Ditchburn 
DIRECTOR GENERAL ECONOMY 


