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At the meeting of the Committee on 8 October I undertook to provide 
additional information on various points.  This is contained in the two attached 
annexes – the first covers the outstanding questions and the second is the 
detailed note that Richard Wakeford committed to provide following the 
question on modulation. 
 
Annexe A 
 
Is it correct to say that including capital assets in efficiency savings is a 
recent development?  (The Convener) 
 
Yes.  This is set out in the Efficient Government Programme 2008/09-2010/11 
Efficiency Process and Guidance. 
 
Are there any of the RGBE’s current research projects that require 
funding in danger of being cut?  (Bill Wilson) 
 
There is no risk of any of the RBGE’s current or future research projects being 
cut as a result of co-funding.  The RBGE’s objective is to use the research 
activity funded by the Scottish Government to attract funding from other 
sources for the same areas of research.  Such funding is additional to and not 
instead of Scottish Government funding.  Where this approach is successful 
additional research outputs are secured – in other words more public value for 
the same public funds. 
 
What factors resulted in the transfer of funding from crofting assistance 
into the rural development programme?  A reconciliation of the figures 
is required.  (Peter Peacock) 
 
The Budget Schedule – Natural Heritage and Rural Services - carries a Level 
3 budget – Crofting Assistance - which includes:-  
The Crofters Commission                     £3.381m 
The Bull Scheme ( Stud Farm )            £1.252m 
The Croft House Grant Scheme  £0.800m     (£3.300m less £2.500m 
repayment of loans) 
Miscellaneous                                       £0.012m 
  
In addition the Level 3 budget Animal Health includes £0.74m for the 
Highlands and Islands Veterinary Services Scheme. 
  
The Budget Schedule – EU Support and Related Services - carries a Level 3 
budget – Business Services - which includes £3m for Crofting Counties 
Agricultural grants as part of the SRDP. 



   

 
What is the reason for the reduction in the budget for Private Water?  
(Rhoda Grant) 
 
The Private Water budget for 2009-10 was set in the 2007 Spending Review 
when the portfolio budget was being balanced to address all the demands at 
the time allocations had to be made. 
  
The grant scheme is demand led and initial take up from owners and users of 
private water supplies has been slow.  We are projecting a spend of 
approximately £3m to 31 March 2009 which is well within the centrally held 
grant allocation of £8.2m.  There is a finite number of private water supplies in 
Scotland so we expect expenditure beyond the short to medium term to tail off 
significantly.     
  
The Private Water Supplies grant scheme is to assist eligible persons to 
improve their private supplies by providing financial assistance towards 
improvement works at the source of the supply and / or the installation of 
treatment measures at the kitchen tap.  The Grant Scheme does not extend to 
facilitate connection to the public supply and there is no relevance to rural 
affordable housing issues.   
 
What discussions have taken place with housing associations in 
relation to rural housing and access to water and sewerage services?  
(Rhoda Grant) 
 
Scottish Water is under a duty to provide connections for domestic premises 
wishing to connect to the public supply where such a connection can be 
provided at 'reasonable cost'.  The 'reasonable cost' calculation is set out in 
"The Provision of Water and Sewerage (Reasonable Cost) (Scotland) 
Regulations 2006.  Where the cost of connection is more than the 'reasonable 
cost', the excess falls to the owners of the premises to fund.  This means for 
remote locations where significant extensions of the public network are 
required, costs can be prohibitive. 
  
In relation to Housing Associations, there was a significant transfer of funding 
from the 'Water' to the 'Housing' budget at the beginning of the present 
Scottish Water investment programme in 2006.  Some £14m was transferred 
to the housing sector specifically to assist Housing Associations and 
Registered Social Landlords deal with their costs of connecting to the public 
networks.  
 



   

Annexe B 
 
Voluntary Modulation and Exchange Rate Effects on the SRDP 
 
Issues relating to European funding are complex and need to be treated with 
some caution since the £/€ exchange rate is constantly changing.  Unlike 
funding for the Single Farm Payment, where the payment rate in £ is set at 
the £/€ as at 30 September of the scheme year, the £ value of payments for 
the European funding element of the SRDP is set using an exchange rate that 
is determined by the European Commission on a monthly basis 
(corresponding to the month) the expenditure on the Programme is incurred.  
It is not possible to give exact figures, therefore, but the figures quoted below 
illustrate the effects of an exchange rate change.  
  
European funding in the SRDP 2007-13 is set in € and totals some €676m. 
This figure consists €317m of voluntary modulation (VM) and €359m from the 
European Agricultural Fund for Rural Development (EAFRD) (which includes 
compulsory modulation).  The SRDP as approved in February 2008 assumes 
an exchange rate of £1=€1.46 meaning that the £ value of the European 
contribution to the programme was £463m; of which VM was £217m and 
EAFRD was £246m.  
 
The £/€ exchange rate is currently around €1.26=£1.  At this exchange rate 
the value of the European contribution in £ terms increases by over 16%. 
 This would mean in relation the totals shown above, the value of VM 
increases to approximately £252m and EAFRD to £285m, meaning the overall 
European contribution rises to around £537m.  
  
In order to spend the European funding, we co-finance the SRDP using 
Scottish Government funding at an average rate of around 70% National and 
30% European funding (i.e. VM, CM and EAFRD).  Given that the value of the 
European funding in the SRDP increases as the € strengthens against the £, 
this co-financing rate will need to increase in future to ensure that the 
additional £ value of the European funding is realised.  Adjusting the co-
financing rates requires a modification to the SRDP to amend the financial 
tables in the European Commission’s decision approving the SRDP.   
 
We will need to modify the SRDP next year in any case as a consequence of 
the CAP Health Check which seems likely to change compulsory modulation 
and voluntary modulation from 2010.  So we can address the co-financing 
rates then, and take account of the exchange rate at that time.   We are 
already benefitting from the lower £/ € exchange rate, in that we are drawing 
down comparatively fewer € to fund current SRDP payments and 
consequently will have more € to spend on SRDP measures in future, but the 
£ value of those € will be dependent on exchange rate movements in future.  
[Some of that benefit is being funded by farmers themselves, as the 
compulsory and voluntary modulation rates need to be applied against the 
significantly higher Single Farm Payment sums payable at the September 
2008 fixed exchange rate.] 
  



   

Until any modification to the SRDP is made, however, we must continue to 
spend European funding at the current co-financing rates that we have agreed 
with the European Commission.  So the value of the European funding in 
Scottish budgets remains the same for the time being, despite the change in 
the exchange rate.  At the point of submitting the modification to the SRDP, 
we will need to set the co-financing rates at a level that will enable us to draw 
down the European Funding in full and we will need to factor in the exchange 
rate as of mid-2009 to do that.  Once we have agreed the new co-financing 
rates with the European Commission we will then be able to amend the 
European element of the budget documents. 
 
Richard Lochhead MSP 
14 October 2008 


