QUESTIONS & ANSWERS:
2007-13 SCOTTISH STRUCTURAL FUNDS PROGRAMMES

This Q&A provides a brief, general introduction to the 2007-13 Structural Funds
Programmes for Scotland. The following questions are addressed:

What can be funded under the new Programmes?

How much is available in the different Programmes?

How much funding can projects apply for under the different priorities?
What has driven the changes to the new Programmes?

What activities are eligible in the new Programmes?

Which geographical areas are eligible in the new Programmes?

How often will the lists of eligible areas be reviewed?

How flexible will the approach to geographical targeting be?
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What sectors are eligible in the new Programmes?
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What size of project is eligible in the new Programmes?
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What organisations is eligible in the new Programmes?
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What kind of expenditure is eligible in the new Programmes?
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How will Structural Funds projects fit with the activities funded through the
new Scottish Rural Development Programme and the European Fisheries
Fund?

How will the new Programmes be delivered?

13.  Who is administering the new Programmes?

14. How do the Intermediate Administration Bodies differ from the existing
Programme Management Executives?

15. What is changing about project application and selection in the 2007-13
Programmes?

16. How will a two-stage application process work?
17.  What is the timetable for applications in the first round?

18.  Can organisations apply for the same activity in more than one application in
each round?

19.  What about projects that ‘cross over’ several priorities?

20.  What about projects that ‘cross over’ several Programmes?
21.  Are there be any changes in project selection criteria?

22.  Can awards be made for more than one year?
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23. How will the new Programme Monitoring Committees be organised?
24.  What are Strategic Delivery Bodies?
25.  How much funding will the Strategic Delivery Bodies receive?

26. What funding is available for Community Planning Partnerships in the new
Programmes?

27.  Which Community Planning Partnerships are eligible for funding and what can
they apply for?

28.  How will this fit with the Regeneration Outcome Agreements process?

When will the new Programmes start?

29.  When will the new Programmes be launched?

30.  Will there be any further ‘shadow’ rounds?

31.  How can partners find out more about the new Programmes?

For all other issues, please contact the Intermediate Administration Bodies (IABs)

using the contact information in Question 13 or the Scottish Government using the
contact information in Question 31.
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What can be funded under the new Programmes?

General
1. How much is available in the different Programmes?

Overall, Scotland will receive approximately £540.2 million in funding for 2007-13
(approximations are necessary because of need to convert from the prevailing euro
exchange rate). This breaks down into a total of about £116.4 million for the
European Regional Development Fund (ERDF) and European Social Fund (ESF)
Programmes for the Highlands & Islands under the Convergence Objective and
£423.8 million for ERDF and ESF Programmes for Lowlands & Uplands Scotland
under the Regional Competitiveness & Employment Objective.

Scotland will have four Programmes: two in the Highlands & Islands, two in
Lowlands & Uplands Scotland. Allocations under each priority of the different
Programmes will not be finalised until the negotiations with the Commission have
concluded and the Programmes approved. However, the following total EU
allocations for 2007-13 have been put forward in the draft Operational Programmes
submitted to the European Commission as part of the negotiations.

For the Highlands & Islands ERDF Programme:

- Priority 1 (Enhancing Business Competitiveness, Commercialisation and
Innovation): €47.53 million (about £32.78 million)

- Priority 2 (Enhancing Key Drivers for Sustainable Growth): €41.43 million
(about £28.57 million)

- Priority 3 (Enhancing Peripheral and Fragile Communities): €29.25 million
(about £20.17 million)

For the Highlands & Islands ESF Programme:
- Priority 1 (Increasing the Workforce): €15.12 million (about £10.43 million)
- Priority 2 (Investing in the Workforce): €20.34 million (about £14.03 million)

- Priority 3 (Improving Access to Lifelong Learning): €15.12 million (about
£10.43 million)

For the Lowlands & Uplands Scotland ERDF Programme:

Priority 1 (Research and Innovation): €92.11 million (about £63.52 million)
Priority 2 (Enterprise Growth): €122.19 million (about £84.27 million)
Priority 3 (Urban Regeneration): €101.51 million (about £70.01 million)
Priority 4 (Rural Development): €51.13 million (about £35.26 million)
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For the Lowlands & Uplands Scotland ESF Programme:

- Priority 1 (Progressing into Employment): €121.19 million (about £83.58
million)

- Priority 2 (Progressing through Employment): €99.6 million (about £68.69
million)

- Priority 3 (Improving Access to Lifelong Learning): €42.65 million (about
£29.41 million)

In addition, there will be some funding in each Programme available for ‘technical
assistance’ to support delivery of the Programme on behalf of the Scottish
Government as the Managing Authority.

2. How much funding can projects apply for under the different priorities?

The amount of EU funding that can be go to individual projects is set by intervention
rates. The rates refer to the share of Structural Funds support in relation to the total
public funding in the project (ie. both EU and domestic). This is a change in how
intervention rates were calculated for the 2000-06 Programmes, which was based on
total funding. The difference is that private sector match-funding is not used in
calculating the intervention rate, although private sector funding should be reported.
The following intervention rates should be considered as maximum rates in all but
exceptional circumstances:

Highlands & Islands ERDF
- Priority 1: 40%
- Priority 2: 45%
- Priority 3: 40%

Highlands & Islands ESF
- Priority 1: 50%
- Priority 2: 50%
- Priority 3: 50%

Lowlands & Uplands Scotland ERDF
- Priority 1: 45%
- Priority 2: 40%
- Priority 3: 40%
- Priority 4: 40%

Lowlands & Uplands Scotland ESF
- Priority 1: 45%
- Priority 2: 45%
- Priority 3: 45%
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Structural Funds support should be the minimum additional funding required for the
project to proceed. Consequently, the intervention rates should be considered as
ceilings in most cases and do not operate on a flat-rate basis.

3. What has driven changes to the new Programmes?

The maijor driver of change for the 2007-13 Programmes is the sharp reduction in
funding coming to Scotland. Compared to the 2000-06 period, Scotland will only
receive about half of the same level of funding in 2007-13 — a steeper fall in funding
than Scotland has ever experienced before. This reduction is being experienced
across the whole of the UK — indeed, most of the older EU Member States —
because of the pressures on the overall EU Budget caused by the enlargement of
the EU to include new Member States with severe development needs.

In addition, there are several other significant differences between what is eligible in
the 2007-13 period and the activities which have been eligible in the past. This note
does not summarise them all — applicants should consult the list of eligible activities
under the different priorities and the new National Rules — but a few key changes are
set out here.

First, for 2007-13, there are tighter restrictions on eligible activities. Programmes will
now have to meet expenditure targets set by the EU to ensure that supported
activities contribute to achieving the EU’s Lisbon Strategy goals for employment and
economic growth. These targets differ across Scotland:

- for programmes under the Convergence Objective (the Highlands & Islands),
at least 60% of the Programme should be spent in support of Lisbon goals;
and

- for those under the Regional Competitiveness & Employment Objective
(Lowlands & Uplands Scotland), the minimum is 75%.

In practice, the Commission has prescribed the types of activities that directly
support Lisbon goals — these are contained in Annexes in the current version of the
Operational Programme (OP) documents. This ‘earmarking’ significantly limits the
areas of spending for the Programmes, particularly in the Lowlands & Uplands
Scotland area. For example, in the latter, there are now substantial constraints on
how much capital infrastructure can now be supported in the Programme.

Second, the EU has focused on some issues which feature more strongly in the new
generation of Programmes. This is particularly true of research and innovation
support, which has been given a special priority in EU Cohesion Policy for 2007-13.
This is reflected in the creation of a dedicated priority for research and innovation in
the Lowlands & Uplands Scotland ERDF Programme, its prominence throughout the
Highlands & Islands ERDF Programme, and in support of the managerial and
entrepreneurial skills required to support R&D in enterprises and establish new
businesses.
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Lastly, in light of the sharp reduction in funding and the strong possibility that this will
be the last significant Structural Funds support coming to Scotland, there will be a
greater emphasis on assisting strateqgic, legacy projects. In practice, this will mean
more weight will be given to assessing the strategic fit and sustainability of projects
than in previous programming periods. More detail of the scoring criteria for the new
Programmes will be published for the first Programme round.

Eligible Activities

4. What activities are eligible in the new Programmes?

The lists of eligible activities for 2007-13 is set out in the respective Scottish
Operational Programmes (OPs). Under each of the priority descriptions in Chapter 4
in each of the OP documents, there is a section specifying eligible activities. The four
OPs are:

- Highlands & Islands ERDF Programme

- Highlands & Islands ESF Programme

- Lowlands & Uplands Scotland ERDF Programme
- Lowlands & Uplands Scotland ESF Programme

Drafts of all OP documents are available on the Scottish Government website for
Structural Funds (see the link in Question 31). While this Q&A note accompanies the
latest draft of the OPs, these are not the final versions. The final versions of the OPs
— and the final lists of eligible activities — will be published as soon as the
Programmes have been agreed with, and approved by, the European Commission.
However, it is anticipated that there will not be significant changes to the lists of
activities set out in the currently-available draft versions.

Further advice on project eligibility should be sought from the appropriate IABs:
ESEP Ltd in Lowlands & Uplands Scotland, and the Highlands & Islands (Scotland)
Structural Funds Partnership Ltd in the Highlands & Islands (see Question 13 for
further details).

5. Which geographical areas are eligible in the new Programmes?

All parts of Scotland are eligible for funding under the new Programmes. However,
there are geographical restrictions under some of the priorities.

Lowlands & Uplands Scotland

For Lowlands & Uplands Scotland Programmes, eligibility will be limited to particular
parts of the region in the following three priorities:

- Priority 1 of the ESF Programme

- Priority 3 of the ERDF Programme
- Priority 4 of the ERDF Programme
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Lowlands & Uplands Scotland: ESF Priority 1 and ERDF Priority 3

For ESF Priority 1 and ERDF Priority 3, the approach to targeting is set out under the
‘Targeting’ sections in the relevant priority descriptions in Chapter 4 of the two OP
documents. Eligibility will be set at the Local Authority level. Local Authority areas
are designated on the following basis:

- on the basis of the Scottish Index of Multiple Deprivation, the ten Local
Authority areas with the highest national shares of population in the 15% most
deprived data-zones; and

- the seven Local Authority areas with the highest concentration of the NEET
group (16-19 year-olds ‘not in education, training or employment’) as
measured by a basket of NEET indicators

For the first round of the Programmes, the following 13 Local Authorities have been
designated as eligible:

- Clackmannanshire

- Dundee City

- East Ayrshire

- Edinburgh City

- Fife

- Glasgow City

- Inverclyde

- North Ayrshire (that part of the Local Authority within the Lowlands & Uplands
Scotland region)

- North Lanarkshire

- Renfrewshire

- South Lanarkshire

- West Dunbartonshire
- West Lothian

Project applications will be expected to show that activity will benefit the areas where
urban deprivation and NEET exclusion is particularly severe, although the activity
does not necessarily have to take place within those areas. Eligibility will apply for
the duration of the project award.

Lowlands & Uplands Scotland: ERDF Priority 4

For Priority 4 of the ERDF Programme, a similar approach will be used to the urban
targeting described above. Again, areas will be defined at Local Authority level.
Given the limited funding in this priority, it is important that it is not thinly spread but
concentrated on the most peripheral, disadvantaged rural parts of the Lowlands &
Uplands Scotland region. Consequently, eligibility will be determined on the basis of
the Scottish Government’s system of measuring rurality — the six-fold urban-rural
classification. Funding will be targeted on Local Authorities with high concentrations
of ‘remote rural’ and ‘accessible rural’ areas: ie. areas defined as having less than
3,000 people and within 30 minutes driving of settlements of 10,000 or more.




Questions & Answers: the 2007-13 Scottish Structural Funds Programmes

A population threshold will be applied to capture those Local Authorities that have
the most significant share of population in remote and accessible rural areas. This
will be set at 25%, reflecting the limited funding and ensuring that most clearly rural
areas are addressed by funding.

For the first round of Programmes, the following 10 Local Authorities are eligible:

- Aberdeenshire

- Angus

- Argyll & Bute (that part of the Local Authority within the Lowlands & Uplands
Scotland region)

- Dumfries & Galloway

- East Ayrshire

- East Lothian

- Moray (that part of the Local Authority within the Lowlands & Uplands
Scotland region)

- Perth & Kinross
- Scottish Borders
- Stirling

Project applications will be expected to show that activity will benefit ‘remote rural’
and ‘accessible rural’ areas, although the activity does not necessarily have to take
place within those areas. Again, eligibility will apply for the duration of the project
award.

Highlands & Islands

For the Highlands & lIslands, funding in some of the priorities will be focused on
‘peripheral and fragile areas’ (especially island and insular communities in the
region), though not exclusively so. Projects can be funded outside these areas, but
project scoring will be strongly weighted towards peripheral and fragile areas in:

- Priority 1 of the ERDF Programme
- Priority 3 of the ERDF Programme
- Priority 1 of the ESF Programme

The methodology for determining these areas is set out in the ‘targeting’ section of
the Priority 3 description in Chapter 4 of the ERDF OP document.

6. How often will the lists of eligible areas be reviewed?

Annually. In advance of each round of the Programmes, the lists of eligible areas will
be reviewed by the Scottish Government and published along with the other eligibility
and application guidance on the IAB websites. The lists of areas will be updated
using the most recent set of statistics.
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7. How flexible is the approach to geographical targeting be?

Targeting will be applied with a degree of flexibility. For the Highlands & Islands, as
noted above, funding in some priorities will be weighted, but not exclusively directed,
towards ‘peripheral and fragile areas’, as set out above.

For Lowlands & Uplands Scotland, there will also be flexibility in how the spatial
criteria will apply. First, it will only operate at Local Authority level. Project activity
does not have to take place in the specifically-targeted areas within each eligible
Local Authority — although applications will be expected to show that project activity
will benefit these areas (whether the 15% most-deprived datazones for ESF Priority
1 and ERDF Priority 3 or ‘remote/accessible rural’ areas for ERDF Periority 4).

Second, where projects cover beneficiary groups and activities that overlap with
immediately-adjacent deprived areas in neighbouring non-eligible Local Authority
areas, up to 10% of project expenditure can take place in these areas, provided that:

- the adjacent areas demonstrate the same characteristics as the eligible areas
(eg. one of the 15% most-deprived data-zone for ESF Priority 1 and ERDF
Priority 3 or a ‘remote’/’accessible rural’ area under ERDF Priority 4): and

- the activity is functionally part of the same project.

8. What sectors are eligible in the new Programmes?

A degree of sectoral targeting will only be applied in the Highlands & Islands ERDF
Programme. Under Priority 1, support for ‘businesses of scale’ — as set out in the
priority description in Chapter 4 of the OP document — will be weighted towards key
sectors in the regional economy. While a list of these sectors is likely to alter over the
lifetime of the Programme, currently these are regarded as:

- renewable energy;

- food and drink;

- forestry;

- tourism and culture industries;

- nuclear de-commissioning supply sectors; and
- life sciences.

Under Priority 2 of this Programme, funding will be targeted at supporting the R&D
capacity of the region to support these key sectors as well as projects to improve the
competitiveness of sectors dependent on the region’s natural, historical and cultural
heritage (such as tourism and culture industries).

There will be no sectoral targeting in the two Scottish ESF Programmes or in the
Lowlands & Uplands ERDF Programme.
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9. What size of project is eligible in the new Programmes?

For Lowlands & Uplands Scotland, eligible projects must have a minimum annual
average of total eligible projects costs of £200,000 or over. This threshold will apply
for all priorities in the new Programmes and for each separate application for
funding.

Where applicants are concerned that their project size falls below the threshold, they
should contact the IAB for advice. It may be possible for several smaller
complementary projects — either by the same applicant or by different applicants — to
be joined together into a larger, eligible project.

No threshold will apply in the Highlands & Islands Programmes, owing to the smaller
nature of projects in the area.

10. Which organisations are eligible under the new Programmes?

As a general rule, public sector, Local Authority, higher and further education,
voluntary sector and similar bodies should be eligible to apply for funding. However,
potential applicants should seek advice on their eligibility from the IABs and must
register for the new Programmes before making applications.

11. What kind of expenditure is eligible under the new Programmes?

Eligible expenditure is governed by the so-called National Rules which set out what
can and cannot be claimed as an eligible project cost. These rules have changed for
the 2007-13 period. The full set of rules will be published for the first Programme
round. Applicants should be aware that projects applying for European funding must
be discrete and additional to the core functions of the organisations. There will also
be some changes to the treatment of some costs. Notable issues include:

- In-kind contributions will be treated as eligible expenditure only in certain
circumstances where they comprise the provision of land or real estate. Staff
or other costs are not contributions in kind but may be eligible project costs.

- Overheads can only be claimed where they can be clearly and directly linked
to the project, represent real, genuinely additional costs and where these two
features can be demonstrated.

- Transaction lists will be required in making claims. For claiming staff costs,
timesheets should be provided.

Applicants are advised to consult the National Rules and seek |IAB advice on eligible
costs before completing applications.

10
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12. How will Structural Funds projects fit with activities funded through the
new Scottish Rural Development Programme and the European
Fisheries Fund?

One of the major new developments for 2007-13 is the changes in EU agricultural
and fisheries funding. In past programmes, an element of both funding streams has
been contained in the Highlands & Islands Special Transitional Programme —
however, this has now been transferred to the new funding streams, as has LEADER
as a mechanism for delivering support for rural development.

Plans for the Scottish Rural Development Programme (SRDP) and the European
Fisheries Fund are being developed separately from the Structural Funds — however,
there is a need for strong co-ordination between the different funding streams to
ensure that there is clear sign-posting for different projects. Eligible activity is mainly
distinguished by its sectoral focus — projects directly supporting agricultural and
fishing-based industries are (as a general rule) unlikely to be supported through
Structural Funds — and by the size of enterprise — the Scottish Rural Development
Programme and European Fisheries Fund typically supports micro enterprises in
rural areas, rather than the Structural Funds. For further information, applicants
should consult the Structural Funds OP documents, where the issue of co-ordination
is discussed in sections 6.2 and 6.3.

With respect to the SRDP, applicants will be expected to take full account of the
priority-setting by the local Rural Development Fora for Axis 3 of the SRDP at the
time of application. Both Programmes will include representatives in cross-
membership of the respective decision-making bodies.

11
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How will the new Programmes be delivered?

Intermediate Administration Bodies

13.  Who is administering the new Programmes?

The Intermediate Administration Bodies (IABs) will administer the 2007-13 Structural
Funds Programmes under contract to the Scottish Government. The bodies will be
responsible for:

- publicising the Programmes and forthcoming application rounds;
- advising applicants on potential projects;

- assisting in project appraisal,

- processing claims; and

- monitoring projects.

They will be the main point of contact for advice on applying for 2007-13 funding.
The contracts for the IABs were awarded following a tendering exercise in 2006. For
the period up to the end of 2009, the IAB for the Highlands & Islands programmes is:

Highlands & Islands (Scotland) Structural Funds Partnership Ltd

Main Office
Jubilee Lodge

12c Ness Walk
Inverness V3 5SQ
Tel: 01463 279500
www.hipp.org.uk

Stornoway Office

23 Keith Street
Stornoway

Isle of Lewis HS1 2JA
Tel: 01851 703581

Lerwick Office

c/o Shetland Islands Council
Economic Development Unit
6 North Ness Business Park
Lerwick ZE1 OLZ

Tel: 01595 744929

12
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For Lowlands & Uplands Scotland programmes, the IAB is:

ESEP Ltd

Main Office

Suite 3, Forth House
Burnside Business Court
North Road

Inverkeithing

Fife KY11 1NZ

Tel: 01383 413141
Www.esep.co.uk

Glasgow Office
Suite 5.2

Centrum Building
38 Queen Street
Glasgow G1 3DX
Tel: 0141 241 6150

14. How do the Intermediate Administration Bodies differ from the existing
Programme Management Executives?

The IABs will undertake many of the current Programme Management Executive
tasks. For the new 2007-13 Programmes, their responsibilities are principally the
same, with the following key differences:

- the IABs have been selected through tender and are subject to a three-year
contract, which will be reviewed at the end of 2009; and

- the IABs will be funded directly by the Scottish Government under contract
rather than through voluntary partner contributions, as the PMEs have been.

The two IABs are also PMEs under the 2000-06 Programmes: ESEP Ltd is the PME
for the East of Scotland Objective 2 Programme and Highlands & Islands (Scotland)
Structural Funds Partnership Ltd is the PME for the Highlands & Islands Special
Transitional Programme.

The PMEs will continue to fulfil their role for the 2000-06 Programmes, particularly

with regards to the closure of these Programmes. All queries on these Programmes
should be directed to the relevant PMEs.

13
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Project Application and Selection

15. What is changing about project application and selection in the 2007-13
Programmes?

The main features of the existing system for applying for Structural Funds awards
will stay the same. In essence, awards will continue to be made on the basis of
competitive rounds in each of the priorities. Projects will be assessed through a
combination of technical checks by the IABs and an expert and peer review process
through advisory groups and Programme Monitoring Committees.

However, there are a number of areas where scope for improving on the system to
benefit applicants and generate legacy projects in the 2007-13 Programmes has
been explored. These include:

- a two-stage application process
- greater co-ordination of bids to different priorities and Programmes

- the introduction of new eligibility criteria for geographical and sectoral
targeting and minimum project size thresholds

- some changes to project selection criteria

- some changes to the national rules governing eligible expenditure

- the frequency of application rounds

- the potential duration of awards

- advance payments will no longer be available and ‘retentions’ no longer held

These issues are discussed elsewhere in the document, though additional
comments are made here about the latter point on advance payments. For the new
Programmes, all funding will now be provided to projects on the basis of declared
expenditure, claimed in arrears. Advance payments will no longer be provided.

16. How will a two-stage application process work?

To streamline the application process for Structural Funds, the Scottish Government
is introducing a two-stage application process for the 2007-13 Programmes. This will
help to ensure only those projects with a clear fit to the eligibility criteria progress to a
full application. In parallel with some streamlining of the application form, it should
reduce the overall burden of making applications for funding and facilitate more co-
operation between potential projects.

The first stage will be an expression of interest, in which applicants will need to
supply a short summary description of the projects and its aims, the partners
involved, planned costs and the anticipated outcomes. These summaries will be
reviewed to filter out those not meeting the eligibility criteria. In addition, where
projects overlap or appear to be naturally complementary, applicants will be strongly
encouraged to consider stronger, collaborative bids.

14
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After feedback from the |IABs to applicants from the first stage, full applications will
be invited for the second stage. All projects involved in Stage 2 must have taken part
in Stage 1. Applications will be assessed by advisory groups and the Programme
Monitoring Committees will make final recommendations on awards.

Further guidance on application will be published through the IAB websites.

17.

What is the timetable for applications in the first round?

Although the Programmes may not be approved by the time the first round is
launched, a timetable for first-round applications to the Programmes has been
decided:

1,

Registration: All prospective applicants must register with the IAB for the new
Programmes so they can submit applications. The IAB will conduct a series of
checks on the status of the organisation to ensure that it has the legal status
and capacity for running Structural Funds projects.

— Across Scotland, this opens on 15 August 2007.

— Registration closes on 5 October.

First-stage application. As described above, the first-stage applications will be
a simple short summary of key aspects of the projects. As noted, projects
must be involved in first-stage applications to advance to the second stage.

— Across Scotland, this opens on 29 August 2007.

— The first stage closes on 5 October.

Second-stage application. Projects which are supporting ineligible activity will
be advised by the |IABs after an assessment of their first-stage applications,
what aspects of their applications should be changed or, in some cases,
advised not to submit second-stage applications. The second stage will
involve the full application form. Forms and full guidance will be available to
potential applicants from August.

— Across Scotland, the second stage opens on 15 October 2007.

— In the Highlands & Islands, the second stage closes on 26 October.

N In Lowlands & Uplands Scotland, it will close on 9 November.

Application appraisal _and recommendation. The full applications will be
subject to technical/eligibility checks by the IABs and formal scoring through
the advisory groups. The advisory groups scores will be submitted to
Programme Monitoring Committees (a single Committee will operate in the
Highlands & Islands and another in Lowlands & Uplands Scotland). The
PMCs will make recommendations on which projects will get funding.

15
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5. Award decisions. Final decisions on project awards will be taken by Scottish
Ministers on the basis of PMC recommendations. Offers of grant will then be
sent to successful applicants in 2008.

— Across Scotland, Ministers will announce the lists of successful
projects by March 2008 at the latest.

Although award decisions will not be taken until after the start of 2008, eligible
project expenditure can begin from 1 January 2008.

First-stage application forms will be available from the IAB websites from 29 August.
Second-stage application forms, Notes for Applicants and the National Rules will be
available in September.

18. Can organisations apply for the same activity in more than one
application in each round?

No. The same activity can only be applied for in a single project application per
round. This is to ensure that there is no double funding of project activity. However,
the same type of activity can appear in more than one application. Similarly, the
same organisation can apply for funding in more than one application, more than one
priority and more than one Programme.

Applicants wanting advice on how to apply for activity should consult with the
relevant IAB.

19. What about projects that ‘cross over’ several priorities?

Projects often find that their eligible activity straddles different parts of a Programme
and may require separate applications under different priorities. Where a number of
related projects cut across several priorities, to ease the uncertainty to projects of
separate related applications, decisions on all priorities within a Programme will be
made at the same time. Where projects have signalled that applications under
separate priorities are related, advisory groups in the relevant priorities can consult
and assess the two applications together to ensure decisions are joined up. The
option of identifying ‘linked’ project applications will be available on the project
application form.

Separate audit trails will need to be maintained for the separate awards that projects

receive. Full guidance on keeping audit trails for Structural Funds-supported projects
will be provided through the IAB websites.
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20. What about projects that ‘cross over’ several Programmes?

The co-ordination between linked applications to different priorities will also apply
across Programmes. Under Priority 1 of the two ESF Programmes and Priority 3 of
the two ERDF Programmes, linked ERDF-ESF awards will be possible, given the
complementary nature of their regeneration/social inclusion goals. Applicants will not
have to apply for both funds, but where appropriate, encouraged to do so.
Consideration will be given to such linked applications and how their integration will
strengthen the individual projects. Separate applications to each priority will still be
required and projects will be asked to show ERDF and ESF funding can be used
effectively together.

In addition, up to 10% of the resources in a project funded under ESF or ERDF can
be spent on activities relating to the other Fund. This will enable projects avoiding
unnecessary separate applications for activities that are likely to be a small
proportion of total project funding, though this facility will only be considered in
exceptional circumstances and for a small share of overall project expenditure.
Detailed guidelines on this flexibility as part of the National Rules.

21. Arethere any changes in project selection criteria?

Full guidance on the selection criteria on which project applications will be assessed
will be issued in advance of the first Programme round through the Notes for
Applicants. However, strong emphasis will be placed on the following criteria in
future appraisals:

- fit with national and local strategies
- partnership with relevant local and national bodies

- track record of the lead applicant in running Structural Funds and other similar
projects

- taking forward the Programme’s environmental sustainability, equal
opportunities and social inclusion aspirations

22. Can awards be made for more than one year?

Applicants will be invited to apply for awards for funding for up to three years for
revenue projects. While a funding commitment will be made for the three years,
funding in each year will depend on successful applicants demonstrating progress in
the implementation of their projects. Capital projects, as before, should be for the
costs of providing the infrastructure/facilities.
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23.  How will the new Programme Monitoring Committees be organised?

The new Programme Monitoring Committees will continue to have the same role in
the 2007-13 Programmes as in the 2000-06 Programmes. The key change will be
that a single Highlands & Islands Committee will oversee the two Highlands &
Islands Programmes and another will oversee the two Lowlands & Uplands Scotland
Programmes. Having a single body to oversee each area’s Programmes will ensure
greater co-ordination between the different Funds. The Committees for the 2000-06
Programmes will also continue to fulfil their functions until those Programmes are
fully closed.

Members of the Committees will be chosen to ensure that there is fair and effective

representation of the key partners/sectors, geographical areas and important specific
issues such as environmental sustainability and equal opportunities.

Strateqic Delivery Bodies

24.  What are the Strategic Delivery Bodies?

Strategic Delivery Bodies (SDBs) will be commissioned by the Managing Authority to
deliver a handful of key strategic projects within several of the priorities that will
make major contributions to the goals of the Programmes. The SDBs will receive
funding from only part of these priorities — the rest will be available for competitive
bidding. As with all projects, Structural Funds will support activity that is both clearly
additional to the existing activities of the SDBs and for which the SDBs are the only
delivery agent. The bodies will set out their planned activity through three-year
outcome agreements that will include annually-revised annual plans with financial
and performance targets. Projects will be reviewed and monitored regularly.

In the Highlands & Islands, the SDBs are:
- Highlands & Islands Enterprise for part of Priority 1 of the ERDF Programme

- the University of the Highlands & Islands Millennium Institute for part of
Priority 2 of the ERDF Programme and part of Priority 3 of the ESF
Programme

For Lowlands & Uplands Scotland, the SDB will be:

- Scottish Enterprise for part of Priority 1 of the ERDF Programme.

In addition, the Managing Authority will commission one of the Local Authorities in
the South of Scotland (Dumfries & Galloway and the Scottish Borders) to operate a
global grant under Priority 4 of the ERDF Programme (Rural Development) for three
years in the first instance. Only projects in the South of Scotland meeting the criteria
for Priority 4 will be able to bid into this global grant pot. South of Scotland projects
will consequently not have access to the competitive funding available under the rest
of Priority 4.
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25. How much funding will the Strategic Delivery Bodies receive?

Decisions on the funding for the SDBs have yet to be finalised and will be set out
when the Programmes receive their final approval. However, it is anticipated that the
bodies could receive approximately half of the funding available in the relevant
priorities, apart from Priority 1 ERDF, where Highlands & Islands Enterprise might be
responsible for a larger share of the allocation, reflecting its strong role in delivering
the bulk of activities eligible under the priority.

Community Planning Partnerships

26. What funding is available for Community Planning Partnerships in the
new Programmes?

In Lowlands & Uplands Scotland, funding will be made available to support a
selection of Community Planning Partnerships (CPPs) in implementing integrated
social inclusion/regeneration action plans. The funding will come from the allocations
of Priority 1 of the ESF Programme (Progressing into Employment) and Priority 3
ERDF (Urban Regeneration). The funding will support a number of projects set out in
the plans and will complement the key role of the CPPs in delivering social inclusion
and regeneration goals at a local level. Awards would typically be larger than the
awards granted under the rest of the ESF Priority 1/ERDF Priority 3 funding. Awards
will be made for a period of two years and will be independently evaluated on their
completion.

Eligible CPPs will be expected to apply for both ERDF and ESF funding as their
applications will be assessed on how well can integrate funding from both priorities
(separate applications to each priorities will be required). The application process will
be as set out in Questions 16 and 17: a two-stage application process with the first
stage closing on 5 October and the second stage finishing on 9 November.
Guidance on how to apply will be provided to CPPs for the first round.

Funding will also be available for individual projects applying these two priorities.
There are no set limits to the funding available for CPPs and for individual projects
under these two priorities. These will be decided on the basis of the quality of CPP
and individual project applications by the Programme Monitoring Committee after the
appraisal of all applications.

Organisations taking part in CPP applications can also put in separate applications
for the individual project funding. However, as stated in Question 18, the same
activity can only appear in one application. CPPs can also apply to other priorities in
the Programmes.

In the Highlands & lIslands, no dedicated pot of funding is being established. All
CPPs will have access to funding in all the priorities.
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27.  Which Community Planning Partnerships are eligible for the funding and
what can they apply for?

For Lowlands & Uplands Scotland, eligible CPPs must be based in the areas on the
list of eligible areas for Priority 3 ERDF and Priority 1 ESF (as set out in Question 5
above). The list of 13 eligible CPP areas are:

- Clackmannanshire
- Dundee City

- East Ayrshire

- Edinburgh City

- Fife

- Glasgow City

- Inverclyde

- North Ayrshire

- North Lanarkshire
- Renfrewshire

- South Lanarkshire
- West Dunbartonshire
- West Lothian

For the Highlands & Islands, all CPPs in the area will be eligible.

The activities will be the same as the list of eligible activities for the relevant priorities
within all Programmes. These are listed under the priority descriptions in Chapter 4
of the Operational Programmes. CPPs will be expected to target their funding at the
most deprived communities within their areas.

28. How will this fit with the Regeneration Outcome Agreements process?

The successful CPPs in the LUPS area will have to produce a complementary
statement aligned to their Community Plan objectives and Regeneration Outcome
Agreements (ROAs), outlining how the additional activity that ESF Priority 1 and
ERDF Priority 3 funding will enhance delivery of their ROA objectives. The format for
the ROAs after March 2008 is subject to review — consequently, successful CPPs
would need to take into account what emerges from that review, including the wider
consideration of the single outcome agreement approach.
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When will the new Programmes start?

29.  When will the new Programmes be launched?

Following the conclusion to the public consultation of the Programmes, the revised
OP documents were submitted to the European Commission in early April to start
the process of formal negotiations. These negotiations are expected to last several
months, but it is anticipated that a formal approval to Programmes will be given in
the early autumn. The Scottish Government will launch the new Programmes on 1
October in Glasgow with a separate event in the Highlands & Islands (date and
location to be confirmed). Details of the launch events will be provided soon on the
Scottish Government’s Structural Funds website.

Opening of first-stage applications for all Programmes begins on 29 August.
30.  Will there be any further ‘shadow’ rounds?

A ‘shadow’ round was held in the first few months of 2007 in Priority 1 of the two
2007-13 ESF Programmes to accommodate their late start. There are no plans to
introduce any further shadow rounds. Should the approval of the new Programmes
be delayed significantly beyond current expectations, the Scottish Government will
consider whether interim arrangements may be appropriate, but such delay is
unlikely.

31. How can partners find out more about the new Programmes?

The Scottish Government’s Structural Funds website -
www.scotland.gov.uk/structuralfunds — is regularly updated. If you are interested in
receiving news alerts for the website, please send your e-mail contact details to
europeanstructuralfunds@scotland.gsi.gov.uk. Partners are also urged to check the
websites of the relevant IABs (as listed in Question 13).

European Structural Funds Division
Scottish Government
August 2007
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