
The Committee wrote to the Cabinet Secretary for Rural Economy and Connectivity 
following the committee meeting on 21 December 2016. The Cabinet Secretary 
agreed to provide further information on a number of points. A response was 
received on 30 December 2016. 

CAP PAYMENTS  
 
The Committee asked for additional information on:  
 

1. How the loan scheme payments made by the Scottish Government are 
subsequently reconciled with EU payments.   

2. Where funding for the loan schemes appears in the draft budget.  
3. Why there has been an increase in the costs of the CAP Payments and 

Inspections Administration Costs, which have increased significantly year on 
year from £34.6m in 2014-15 to £62.9m in 2016-17.  

4. CAP loan over payments, the Cabinet Secretary indicated that “almost no 
interest was paid”.  Can details be provided of how much interest has been 
paid? 

The Cabinet Secretary responded: 
 
1) The process 
 
Basic Payment Support (BPS) Loans (funded by Scottish Government) 
BPS loans are funded from the Scottish Government’s (Financial Transactions) 
Budget.   BPS loans were calculated at 80% of the estimated EU grant entitlement 
for each producer with a cap of 150,000 Euros. 
 
BPS Grants  (funded by the EU ) 
EU funds are drawn down from the Rural Payments Agency (RPA) at the point BPS 
grant payments are ready for payment.  
 
The RPA draw down monies for the whole of the UK directly from the EC as grant 
payments are made. 
 
Recovery of loans 
A SG BPS loan to a producer will not be recovered directly (unless there is a balance 
outstanding). The value of the loan paid will be deducted from the EU grant payment 
with the balance of that payment being remitted to the producer.  
 
Accounting entries  
Any outstanding BPS loans at the financial year-end will appear as a debtor on the 
balance sheet of the Scottish Government.. 
 
BPS grant payments are recorded in the Scottish Government’s outturn statement 
on an accruals basis with income and expenditure matched to the financial year.     

 
2) Draft budget 2017-18 Loan scheme. 

 



There are no plans at this stage for a BPS loan scheme in 2017-18. Decisions to 
deploy loan schemes for the 2015 and 2016 payment rounds were taken after the 
publication of the Draft Budgets for each respective year. 
 
3) Increase in CAP Payments and Administration budgets since 2014-15 
 

 
 Notes: The budget increase includes 
 
1)  £16.2m (£4.3m+£11.9m) for depreciation charges (non-cash) arising from the Futures IT system. 
2). £8.0m for corporate recharges being an internal charge to cover accommodation, IT and 
telecommunications costs. 
 
4) No interest has been charged on loan overpayments arising from administrative 
error.  
 
PEATLAND RESTORATION 
 
The Committee requested further clarity on: 
  

1. What the line in the draft Budget for “Agri Environment Measures” (£55.1m for 
2017-18) will deliver? 

2. The Cabinet Secretary’s responsibility for such matters and how this relates to 
the Environment, Climate Change and Land Reform portfolio. 

The Cabinet Secretary responded: 
 

1. Peatland  restoration is one of a number of agri-environment and climate 
change measures within the Scottish Rural Development Programme 2014-
2020 (SRDP).  The Rural Economy and Connectivity draft budget 2017-18 for 
EU Support and Related Service includes a budget line for Agri Environmental 
Measures which increases from £46.8m in 2016-17 to £55.1m in 2017-
18.  This includes increased spending on Peatlands restoration which will be 



transferred to Scottish Natural Heritage (SNH) to continue a domestically 
funded initiative - supporting some actions that are not covered by the SRDP 
measures.  

2. The Scottish Government works collaboratively across portfolios and agri-
environment measures contribute significantly to Environment, Climate 
Change and Land Reform outcomes. 

  
ACTIVE TRAVEL  
 
The Committee requested further clarity on: 

• How the proposed total spend of £39.2m on active travel is made up and 
where this is reflected in different areas of the draft Budget. 

The Cabinet Secretary responded: 

In respect of Active Travel, the table below provides a summary of the prospective 
budget lines that will support our Programme for Government commitment to 
maintain record levels of investment in cycling and walking  of £39.2 million in 2017-
18: 

 
Budget line 2017-18 

Indicative 
Allocation  
(£ Million) 

Sustainable and Active Travel - Capital 15.4 
Sustainable and Active Travel - Revenue 6.4 
Future Transport Fund 10.0 
Cycling, Walking and Safer Streets  7.4 
Total  39.2 

  
 
FORESTRY 
 
The Committee requested further clarity on: 

• Whether the overall the amount of forestry land held is decreasing. 

The Cabinet Secretary responded: 

Since 2010 the amount of woodland on the National Forest Estate has grown from 
443,000 ha to 471,000 ha.  This figure includes the effect of forest sales and over 
5,000 ha of new woodland planting on the Estate, including on recently acquired 
land.  However the more significant trend is the expansion of woodland by natural 
processes largely as a result of active deer management. 
 
RAIL FARES 
 



The Committee requested further clarity on the free week of travel for season ticket 
holders announced on 16 December 2016. It asked: 

1. Can the Cabinet Secretary confirm whether Abellio is funding these or 
whether the Scottish Government is providing an additional £3m to Abellio? 

2. Can the Cabinet Secretary outline how the Scottish Government arrived at the 
figure of £3m for the ScotRail ticket discounts when full details of their extent 
have not yet been finalised? 
 

The Cabinet Secretary responded: 

1. The first £1.8m of the funding is to be provided by ScotRail from funds it 
already holds, with the balance to be met by the Scottish Government over 
the course of the next financial year. 

2. The figure of £3m was judged to be both affordable and proportionate, and is 
sufficient to cover both the  cost of the free week of travel for monthly and 
annual season ticket users, and the cost of additional fare reductions targeted 
for other passengers. 

 
CONCESSIONARY TRAVEL  
 
The Committee requested further clarity on the Scottish Government’s intention to 
consult on the sustainability of concessionary travel. It asked:  

• Can you provide details of the timing, nature and extent of this consultation 
and indicate whether it is likely to explore changes to age and other eligibility 
criteria? 

The Cabinet Secretary responded: 

With regard to our intention to consult on the sustainability of concessionary travel I 
would like to provide the following background to the Committee. 
 
We want to ensure that our successful concessionary travel scheme for older and 
disabled people continues to benefit those who have the greatest reliance on free 
bus travel. In the Programme for Government we undertook to examine with 
stakeholders options to safeguard the longer term sustainability of the concessionary 
travel scheme. These discussions will include older peoples’ and disabled peoples’ 
representative groups, local authorities, bus operators and others. 
  
A formal consultation will follow on from the initial phase of engagement, taking the 
standard 12 weeks and we envisage a high degree of interest from members of the 
public and representative groups. All of the responses will inform our consideration 
on whether (and if so how) to take forward specific measures. 
 
 
 
 
 



Highlands and Islands Enterprise 
 
The Committee noted that the budget for HIE this year appears to have fallen by 
around 10% from £74.5m to £67m. News reports suggest that this decrease is due 
to the allocation for Wave Energy Scotland not being allocated yet. It asked: 

• Could the Cabinet Secretary confirm that this does indeed account for the 
decrease and if so, when the allocation for Wave Energy Scotland will be 
confirmed? 

The Cabinet Secretary responded: 

Wave Energy Scotland has been informed that their budget for 2017-18 is £8m, and 
the transfer of this will take place at the 2017-18 Autumn Budget Revision.  

PRESTWICK 
The Committee noted that the draft budget provides for continued loan funding of 
£9.4m for Prestwick Airport for 2017-18. It asked: 

• What, if any, concerns do you have about the cumulative level of loan funding 
being drawn down by Glasgow Prestwick Airport.  

• Is there a limit to the amount that the Scottish Government will lend to the 
airport? 

• How are these amounts shown in the financial statements of Prestwick 
Airport? 

• As these amounts are loans, what is the likelihood of their being repaid and 
on what timescale? 

The Cabinet Secretary responded: 

The Scottish Government bought GPA to prevent its closure and to safeguard the 
jobs at the Airport and those which depend on the Airport. In compliance with 
European Union State Aid rules, GPA is being operated on a commercial basis and 
at arm’s length from the Scottish Government. The senior management team at the 
Airport has been tasked with all aspects of taking the airport forward. 
 
We recognise that Glasgow Prestwick is a non-typical airport, where success is not 
predicated on passenger traffic or any one business area alone. The Airport’s 
management team will consider all potential business opportunities and will 
maximise the use of the assets of the airport. This includes developing passenger 
services, freight, maintenance, repair and overhaul, fixed-base operations, property 
and Spaceport. 
 
We can return GPA to profit, although this will take a long-term investment. We have 
always said there is no quick fix and it will require a sustained effort over a number of 
years. We require GPA to generate a long-term return for taxpayers and expect all 
loan funding will be repaid, plus interest. We intend to return GPA to the private 
sector, when the time is right. 
 
The loans to GPA are recorded as a creditor to the Scottish Government on the 
balance sheet in the accounts Glasgow Prestwick Airport Limited with appropriate 



disclosure notes. The accounts of Transport Scotland and the consolidated Scottish 
Government accounts record the loan investment as a Financial Asset. 
 
FERRIES 
 
The Committee noted that in the, “Empowering Scotland’s Island Communities 
Prospectus”, the Scottish Government stated: 
  

“The Scottish Government understands the significant financial challenges 
that can fall on individual local authorities, and is committed to the principle of 
fair-funding in the provision of ferries and ferry infrastructure. The Scottish 
Government recognises that the provision of transport services should not 
place a disproportionate financial burden on any Council….. with particular 
reference to the revenue and ferry replacement costs of internal ferry services 
of Orkney and Shetland, and commits to meaningful negotiation now to 
conclude this issue.” 

  
The principles were taken on board through the Islands Areas Ministerial Working 
Group and officer in Shetland Islands Council, Orkney Islands Council and Transport 
Scotland. It is understood that Phase 1 is about establishing a position where 
Scottish Government provides full funding for inter-island ferry services in 2017/18. 
The Committee asked: 
  

• Can you please advise how this matter is progressing and how much, if any, 
funding of Shetland and Orkney Islands inter-island transport services and 
infrastructure is in this budget? 

The Cabinet Secretary responded: 

We are continuing our dialogue with both Councils on this matter and also through 
the broader and on-going “Our Islands Our Future” and “Empowering Scotland’s 
Island Communities” initiatives as well as the joint work in the Islands Transport 
Forum, and the forthcoming development by Transport Scotland of the service 
specification for the Northern Isles ferry services. 
 
Because of the stage of these discussions are at, provision has not yet been made in 
the Scottish budget for specific measures or investment. 
 
 
 
 
 
 
 
 
  


