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Summary of report and recommendations:

· In return for achieving 65% of Local Area Agreement “stretch” targets agreed with the government in 2006, Ealing has been awarded £3,383,849.96 in Performance Reward Grant (PRG). 30% of this reward grant is capital funding, the remainder is revenue.

· Appendix 1 to this paper shows detailed breakdown of the achievement of PRG against each indicator, and allocation of PRG to each of the 6 agencies who led on reward-bearing LAA targets. 

· This paper recommends that as the overall accountable body for the LAA, the Council’s Cabinet are advised by the LSP to allocate PRG to the agencies who led on reward-bearing targets.

1. Additional detail

1.1 Government reduction. Ealing were in line to receive twice the amount of PRG, but the coalition government reduced the overall amount by 50%.

1.2 Year of payment. The PRG has been paid in the current financial year. However, the council has received notification the funding can be carried forward into the next and future financial years. 

1.3 Management fee. It was discussed and agreed in principle by the LSP Executive in the Summer of 2007 that a 10% management fee would be taken by the Council for management and co-ordination of the LAA. This activity has involved agreeing the initial targets with the government in 2006; managing the performance information and update reports to the government since that time; payment of audit fees and activities supporting internal and external audits of the performance information throughout the LAA process and to enable payment of the grant. 10% of the total PRG allocated to Ealing equates to £338,384. The costs of management of the LAA since 2006, based on audit fees, staff costs and costs associated with reporting to the LSP, are estimated to be roughly equivalent to this amount – further details can be provided for the LSP on request. It is recommended to the LSP that this previous agreement in principle is recommended to the Council’s cabinet.

1.4 PRG allocation breakdown. A detailed breakdown of the reward funding by agency, before and after a 10% management fee reduction, is shown in Appendix 1. A summary of the “headlines” can be found in Table 1 below:

Table 1: PRG by lead agency before and after management fee reduction

	Lead agency
	PRG
	PRG Less 10% management fee

	Council
	 £         1,320,819.00 
	 £            1,188,737.10 

	PCT
	 £            240,711.50 
	 £              216,640.35 

	ECVS
	 £            370,000.00 
	 £              333,000.00 

	DAAT
	 £            360,216.96 
	 £              324,195.26 

	Age Concern Ealing
	 £            370,000.00 
	 £              333,000.00 

	Police
	 £            722,102.50 
	 £              649,892.25 


1.5 In accordance with the grant Terms and Conditions (see Appendix 2, Annex B), the PRG is split 30% capital, 70% revenue. The terms and conditions state that “capital grant paid to an authority under this determination may be used only for the purposes that a capital receipt may be used for in accordance with regulations made under section 11 of the Local Government Act 2003”.

2. Recommendations for allocation of PRG

2.1 In the light of the financial circumstances currently affecting strategic partners, and in view of the “back-office” administrative costs associated with management of grants previously falling under management of the LSP (e.g. Neighbourhood Renewal Fund; Working Neighbourhoods Fund; Migration Impact Fund), it is recommended that the LSP Executive advise the Council’s Cabinet to allocate PRG to the lead agencies for successfully achieved reward-bearing targets (e.g. those agencies listed in Table 1 above).
2.2 This approach differs from previous discussions in the LSP Executive, when it was agreed in principle that PRG would be split between agencies who led on successful reward-bearing targets, and a “pooled pot”, allocation of which would be discussed by the LSP Executive in the course of its business meetings. The ratio of the split had previously been agreed in principle as 50-50 (half to lead agency, half to LSP pot).
2.3 It is in the light of the issues raised in point 2.1 above that it is now recommended that agencies leading on PRG bearing targets are allocated the full amount of the PRG, less the 10% management fee to cover costs incurred since 2006 associated with managing the LAA process. This approach will be simpler to administer, and would be a better Value for Money option in the light of the costs associated with managing LSP grant programmes, thereby helping to ensure a greater share of the funding can be allocated to improving outcomes for the people of Ealing.
2.4 However, it is also recommended that in the LSP Executive’s advice to cabinet, some mention is made of the current priority areas of focus for the LSP Executive (e.g. Value for Money) and its priority projects (improving services for high-need families;  improving the efficiency and effectiveness of data and information across the LSP; more effective use of community assets; the Southall initiative), and commit in principle to potentially use an appropriate amount of the LAA reward funding to support this work. It is the intention of the Delivery Management Group (DMG) responsible for managing the projects and initiatives to deliver the projects within existing resources, however, it could be that at some stage of their delivery it may be appropriate to support them with additional resource, and/or make an invest-to-save allocation of reward funding to help ensure they are achieved. As and when there is a case for additional resource allocation to any of the projects, the DMG will advise the LSP Executive.
3. Recommendations

· Recommendation 1: LSP Executive ratify the previous agreement in principle that the council take a 10% management fee for costs incurred through management of the LAA

· Recommendation 2: LSP Executive agrees that agencies who led on successful PRG-bearing LAA targets are allocated the full amount of PRG after this management fee has been taken

· Recommendation 3: LSP Executive agree that agencies in receipt of LAA PRG agree in principle to co-operate around the delivery of priority projects and programmes, and to be receptive to cases for allocation of PRG to these projects, should resource be required at some stage of their delivery

· Recommendation 4: LSP Executive commission Policy and Performance to draft a report to the council’s Cabinet in line with these recommendations.
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