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Please ask for:

Andy McCann

Direct dial:

(01463) 702260

e-mail:

andy.mccann@highland.gov.uk
Our Ref:

ASP/AMcC/cw





Date:

28th May 2010

Mr Peter Russell

Director

Rural Directorate

Scottish Government

47 Robb’s Loan

Edinburgh

EH14 1TY

Dear Peter
Highland LEADER Programme

I write to you in my capacity as Chair of the Highland Community Planning Partnership and on behalf of the Council as the Lead partner responsible for the administration of the Highland LEADER Programme. 
Although the Council has not as yet formally received notification from you that we are no longer permitted to deliver a combined (LEADER and Convergence) Programme and that we must de-couple the funds from an administrative perspective, we are currently actively working with your Rural Community Empowerment Team to seek a practical resolution to this end. While clearly this is a significant administrative challenge in the short-term, it also has raised a number of strategic financial issues which we need to consider and resolve  to ensure that the Highland LEADER Programme can ultimately deliver on its aim:
“To enable people in the Highlands to realise their ambitions to live in communities where they can fulfil their personal, social and economic potential”.  
Accordingly, as we are now required, due to the ‘de-coupling’,  to redraft the financial aspects of our Business Plan I would like propose a strategy as to how this could be best achieved. 

Unlike the EU LEADER funding which has already been matched £1 for £1 by the Scottish Government, the Convergence funding requires new public sector funding to be identified on a £1 for £1 basis on each individual project. Given the anticipated reduction in public sector funding over the coming years, it is a Council concern, no doubt shared by the Scottish Government, that it will become increasingly difficult to secure the public match required to enable in turn the EU Convergence funds to be accessed. Accordingly, the thrust of our proposed financial strategy is to prioritise the use of the Convergence funds ahead of the LEADER funds. To date we have committed £4.77m of LEADER/Convergence project funding which is ahead of our Business Plan commitment and spend profiles. We have estimated that, depending on the model finally adopted to de-couple the funds that we have committed approximately £3.45m of our total £7.5m Convergence award securing the required public match on a project by project basis.
Naturally/..

Naturally a consequence of this approach is that the call on the LEADER award (£6.76m) would be minimal at the current time: it would only be used as and when required to match private funds on a project by project basis. Thus the bulk of the LEADER award would be committed and spent towards the end of the Programme period (after the Convergence funds are utilised).  The clear benefit in this approach is that as LEADER can be matched by private funds, it will avoid the need to secure public match in the latter years of the Programme when it will most likely be in short supply.

IIt is the Council’s view that this flexibility could be increased further if the opportunity exists to be able to offer higher percentage levels of grant towards the end of the Programme. While the Council is not looking for special treatment in this respect, it is of the view that due to the change of policy by the Scottish Government and the need now to de-couple the LEADER and Convergence funds and the 
ongoing delay in formalising this policy, that applicants in Highland have been disadvantaged and 
unable to benefit from 90% intervention rate available in 2010. Hence, this disadvantage could be addressed by allowing the Highland LEADER Programme to offer LEADER grants of up to 90% for one year (or longer if the current 2010 deadline is extended) once the Convergence funding is fully committed and/or we move towards the final year of the Programme. 
We recognise and share with the Scottish Government the imperative to fully utilise all EU funds secured for the region and hence appreciate the requirement for N+2 to ensure that funds committed are spent in a timeous manner. At the current time however, there remains uncertainty as to whether N+2 targets will be given for LEADER and Convergence funds and in turn, if these targets are not met, whether the LEADER or Convergence awards will be reduced accordingly. For N+2 targets to work there is a need to ensure that they are based on a realistic local spend profile (as per the Highland LEADER Programme Business Plan) rather than local targets extrapolated from the overall SRDP or Convergence Programme targets. Notwithstanding this observation, if local N+2 targets are to be set and/or the above financial strategy for the use of the Highland LEADER and Convergence funds is agreeable to the Scottish Government, there will be a need to review and agree the respective Highland LEADER and Convergence spend profiles. This will ensure that the Highland LEADER allocation is not viewed in the meantime as underperforming and correctly will be protected for delayed commitment/spend as planned to occur towards the latter part of the Programme.
We believe that this revised financial strategy offers a ‘win win’ for both the people of rural Highland and the Scottish Government. It views the requirement to de-couple the funds as an opportunity whereby we can jointly respond to the reducing public sector match, yet ensure we can fully utilise the EU and Scottish Government funds secured for the rural development of the region. Accordingly we trust this proposal will be positively received by you. My officers would be prepared to meet you in Edinburgh to discuss it in more detail if required. 

Finally, the Council is aware that a letter is soon to be sent to the Scottish Government from a number of the local LEADER Programmes across Scotland seeking clarification of a number of outstanding questions regarding the management of the LEADER Programme. While we have chosen to write to you separately given the particular issues we face, we would like to offer our general support to the need to urgently secure the clarification requested and specifically the need to:
· Secure confirmation of the additional funds to be made available to each LAG, from all sources (Measure 321 and 341 and Axis 4 of EFF) and to include terms and conditions of use. 

· Confirmation that Lottery is regarded as Public Funding, particularly in light of the need to secure public match for the Convergence fund.
· Confirmation of the date that applicant expenditure becomes eligible.
· Final date for: Project Approvals; for projects to claim by; for LAG payments to projects, and for final claim to Scottish Government.
· Audit & RCET to work together to review guidance and thereafter add requirements and amendments to Guidance with necessary amendments made to the SLA.
· RCET to provide dated schedule for all reports, SG and audit visits, clearly showing dates of all Scottish Government requirements including SLA.
· Final on line version of Guidance, encompassing all points and removing contradictions.
· Review existing and instigate new communication methods from the Scottish Government team in how they deal with the local LEADER Programme delivery partners.

We look forward to hearing from you as soon as possible in order that we can continue to deliver a successful Highland LEADER Programme.
Yours sincerely
Sandy Park
Convener

