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28 August 2015

Dear Convener,

I am writing to provide an update on the European Commission's suspension of European
Social Fund reimbursements from the 2007 - 2013 programmes for Scotland. I initially drew the
Committee's attention to this in a letter on 18 June and subsequently during evidence provided
during my appearance on 25 June. I hope that this letter provides clarity for the committee.

As the committee is aware we are in the final stages of the 2007-2013 European Structural and
Investment Funds and my officials are working to close the final activity and progress the 2014-
2020 programmes.

As previously highlighted, Commission auditors regularly commented that the 2007 to 2013
Scottish supported too many projects, and the interruptions to those programmes proved their
point. I previously highlighted the possibility that the interruptions could become formal
suspensions and the Commission moved to this position in August.

In my recent committee appearance I referred to the reasons for interruptions and suspensions.
I thought it useful to reiterate this. Interruptions are triggered when organisations receiving funds
are found to have not complied with EU regulations, the rules of the programmes, procurement
regulations or state aid law, or when they cannot, after several years, trace receipts, invoices or
staff time sheets.

Although the move to suspension is not entirely unexpected, the Scottish Government views the
matter extremely seriously. When the interruptions first came to light my officials developed an
Action Plan. The implementation of this continues to progress, and it also now takes into
account the Commission's move to suspension.

I wrote to the leaders of the organisations with the highest errors highlighting the Action Plan
and the Permanent Secretary wrote to their Chief Executives asking them to ensure errors do
not occur in future.

StAndrew'sHouse,RegentRoad,Edinburgh,EH13DG
www.scotland.gov.uk

(-)
:.>__ 4=

I~VF.Sl'()R II' l'l\OI'!.H

mailto:scottish.ministers@scotland.gsi.gov.uk
mailto:europe@scottish.parliament.uk
http://www.scotland.gov.uk


In implementing the Action Plan officials have worked over recent weeks and months with the
organisations where errors occurred to ensure the audit weaknesses are addressed and
resolved, and the error rates can be reduced as much as possible. They have also continued to
work with Commission officials in an effort to reach a position where the suspension can be
lifted.

The Scottish Government's own internal auditors are about to formally report progress on the
Action Plan to the Commission as part of the process to reach that position.

Work is also far advanced on the implementation of the 2014-2020 programmes and as you
know the new structure takes into account the lessons learned from the current position
regarding interruptions and suspensions under the 2007-2013 activity. The 2014-2020
programmes seek to remove the audit burden associated with the funds from small
organisations to those with the administrative capacity.

There is a focus on a smaller number of key themes and administration will be through the
Scottish Government's Lead Partners - policy directorates, agencies and local authorities so
match funding can be provided and there is capacity to cope with the substantial administrative
work associated with EC regulations. Those organisations also have the capacity to run
procurement and challenge fund processes into which the smaller organisations that would
previously have bid directly for structural funds can now bid without having to carry the audit
burden and risk directly.

Our long-term priority remains to maximise the benefits that European Structural and
Investment Funds deliver across Scotland. This includes activity to reduce poverty and social
exclusion, support an increase in educational attainment and skills development, employment
growth, a rise in economic activity and innovation, and positive impacts on climate change /
renewable energy.

To ensure that those benefits can be delivered, our long-term approach for the 2014-2020
programmes has taken the lessons learned and implemented new, additional measures to
minimise the risk of errors in the 2014-2020 programmes. These include:

• a new risk-based assessment, compliance and verification process for the new 2014-
2020 programmes to be rolled out over the next 18 months;

• additional staffing resource to undertake the work associated with the new structure and
approach;

• a quarterly European Structural and Investment Fund progress report.
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The first set of funding allocations under the 2014-2020 programmes have now been approved
to a number of Lead Partners. This includes an Employability programme with local authorities
and Skills Development Scotland which means that local authorities can procure third sector
organisations to deliver activity through individual projects. It also includes a Big Lottery Fund
poverty and social inclusion programme, which means that third sector bodies do not now have
to apply separately for Big Lottery funding and structural funds. The new approach also means
that the business gateway can be expanded to support local growth companies in partnership
with Scottish Enterprise and Highlands and Islands Enterprise.

I hope this is helpful, if I can provide further clarity on any issue please let me know.

KEITH BROWN
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