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	Purpose:
	To invite comments on the proposed model to distribute LAA 1 reward money  

	Recommendation:

That the East Sussex Strategic Partnership Executive Board considers the model for LAA reward grant allocation and agrees to urge all partners/partnerships receiving Reward Funding to consider the Sustainable Community Strategy targets as they decide its use.


1. Financial Appraisal
1.1. The reward money (estimated to be between £8.2m and £10m) will be paid in two equal tranches in January 2010 and 2011 in both instances it will be paid in half revenue and half capital. For recipients for whom capital expenditure is problematic the County Council will discuss provision of 100% revenue funding. The County Council is the Accountable Body for all LAA funds (except Working Neighbourhood Fund in Hastings) and will require appropriate exit strategies to be in place for any new initiatives before agreement. 
2. Background 
2.1. The original Local Area Agreement (LAA 1) had 13 reward targets, each with a lead agency and most delivered by a partnership/working group.   Because of the complex value for money processes the Government applied to the negotiations the targets all potentially earn different amounts. All reward targets received pump priming funding and significant additional pump priming funding was given to both the Falls prevention and Not in Education and Training (NEETs) targets in order to deliver improved performance.

2.2. The total reward would be £13.9m if all the targets were achieved at 100%.  As has been regularly reported through performance monitoring to partner organisations and the ESSP this will not be achieved.  As with PSA1 we anticipate achieving (at least) 60% of the potential maximum which will be above national comparators. For reward to be earned by a target a minimum 60% threshold of the target must be achieved.  
2.3. Given the anticipated changes in the five years between the original negotiation (Autumn 2005) and payment (first tranche January 2010) the complex nature of the partnership delivery arrangements, we did not agree an allocation formula at the outset beyond an agreement that, as with the previous Public Service Agreement:

· Reward would be shared in proportion to contribution
· The aim would be to incentivise and encourage future partnership working, and
· The sovereignty of organisations over the allocation of their own resources should be recognised.

2.4. Key changes since the outset include the developing financial context; partner organisations priorities, the new integrated Sustainable Community Strategy and the new national regime under which we created our current LAA 2. 

3. Proposed approach

3.1. The proposed model is:


· Lead Agency for each target earning reward to receive 5% as a recognition of their leadership
· Each contributing partner to receive reward proportionate to contribution
· Where reward has been achieved by number of partners and there is an existing partnership, reward is paid to that partnership with the relevant accountable body being responsible for ensuring appropriate use in line with existing plans including appropriate exit strategies for any new initiatives before agreement, and
· It is up to each organization receiving reward funding to decide how it will be used. 
The application of the proposed model is complex and currently based on estimated out turn. It is available on request from Becky Shaw.
4. LAA 2

4.1. The LAA 2 regime has not yet been confirmed by the Government but key differences from LAA 1 are expected to include:

· There is no pump priming available for LAA 2 with all delivery being met from existing resources (except some additional funding in Hastings for Working Neighbourhoods Fund and Community Cohesion). 

· The total achievable reward will be significantly less than LAA1 (expected scale for East Sussex £3.2m plus additional reward for delivery of Working Neighbourhood Fund targets).
· Performance will be judged across all targets (excluding DCFS mandatory targets) rather than a limited subset as in LAA 1 with a minimum threshold of delivery required. 
· Payment for main LAA reward will 28% capital and 72% revenue (in 2011/12 and 2012/13). Separate timings and arrangements are expected for WNF.
