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1. Welcome and apologies 
CB opened the meeting, thanked Surrey County Council for hosting the Committee meeting once again. CB gave apologies and welcomed the rest of the members present.
2. Previous meeting minutes and actions
The minutes were reviewed and agreed as an accurate record of events. JR highlighted that previous actions have been completed, except for:
Action 4.1: No comments have been received. 
Action 6.1: In progress and will be discussed at today’s meeting.
Action 8.1: Completed and papers will follow today’s meeting.
Action 8.2: In progress 
3. Changes in Economic Conditions (Ref: Paper 8/09)
CB requested JR to explain and highlight key messages taken from the annex one provided. 
JR gave a summary of the change in the South East’s economic conditions and explained that the economic situation within the South East has changed dramatically since the development and adoption of the Operational Programme. JR asked members to note the updated and key messages for discussion in the next few agenda items and pointed out that the evidence from these key issues highlighted the need for loan funds.
CB pointed out that the picture is very much the same from the last meetings presentation and asked if anyone had any comments on the key issues highlighted.
HC pointed out that an increase in inflation was experienced yesterday although it was expected to see a decrease and pointed out that this needs to be factored in to the planning of the project. 
SL mentioned that 90% of businesses are surviving in the economy and therefore providing employment and demand so it is worth being optimistic.  Unfortunately the 10% hit had a high cost in jobs.
4. Programme Progress Report (Ref: Paper 9/09)
JR introduced the paper and gave an overview of the progress made on the ERDF programme since the last PMC meeting. 

JR asked DS to report from the Project Selection Committee (PSC) on the 17th February. DS reported that PSC members reviewed the outcomes of the project clarification visits and were happy with the progress made by SEEDA. Funding agreements have now been sent to project applicants. DS highlighted the issue of the level of capital expenditure that can be permitted under the programme. DS also pointed out that PSC welcomed the engagement with micro and small enterprises and felt that these should be the targets for specific support in future rounds. 

DS stated that the recent PSC was a good meeting; members were clear about what they wanted out of the meeting in terms of clarity of arrangements for Round 2 and the nee to put sufficient provision in place early enough so that the 2009 N+2 target was met.

JR thanked DS and explained that the second round is ready to open following the endorsement of the PMC at the last meeting. JR briefed members on the three very successful publicity events held on the 12th, 18th and 19th March with approx. 130 people from across the region attending. He also confirmed the time scales for the round two which was expected to commence on 26 March, with full information on the SEEDA website. The round will be open for two months. Assessments will be held in June, PSC meetings will be held in late June/ early July, Project clarification meetings to start from July onwards and Funding agreements to be issued no earlier than end of July. 
JR pointed out that capital expenditure is eligible within the programme, however the programme is designed as a revenue funded business support programme. Following PSC discussions a guideline of a maximum of 10% capital expenditure has been set on the basis that, if the applicant exceeds this 10% they will need to justify this to the committee.

SJ supported the guideline for a maximum of 10% but was concerned if this would be an issue in the case of retrofitting. JR advised that this was clear case where capital spend over 10% could be justified and  there is a limit to 4% of the programme value set for retrofitting and that this can be combined with wider elements of business support.
NF pointed out that the retrofitting is specifically for low income housing and needs to be clear for applicants.

HC wanted an example for retrofitting as capital spend and JR explained that purchase of water meters or solar panels for installation for example would be classed as capital expenditure. 

PMC members agreed the 10% guide and that the PSC will clarify any issues that will appear in the future.

JR explained that following outcomes of round one and comments from the PMC and PSC members, five strategic priorities have been identified. JR explained that activities under transport need to deliver against the green travel plan target in the OP. PMC and PSC have sought to ensure that the programme provides the opportunity for micro and small businesses to engage as applicants and pointed out that there will be a further discussion on this in the next agenda item. JR also explained the alignment with existing strategies will ensure Business Links will be the primary access route for businesses in line with Business Support Simplification. Incentive based schemes and loan funds stem from the access to finance and access to credit issues being experienced by businesses. The Commission are keen to see retrofitting as a part of the wider project among communities and requested members to endorse these strategies.
CB asked members for any issues about each priority. CB asked for clarification around voucher schemes and an explanation of how they would operate. JR explained that one working model was that a business would receive a voucher as a cash equivalent. If a business needs support to develop a green travel plan, they go directly to the applicant and receive a voucher which can then be exchanged for expert support to produce their plan. 

HC sought clarification of the benefit that the organisation issuing the vouchers would receive. JR explained they would receive an administration cost, otherwise the benefit would be similar to the benefit Business Links get as brokers. There are different models and applicants will set this out in their applications. Following this discussion, the PSC will receive guidelines on what basis they should choose the applicants. 
SJ advised that there must be thought on how to sell the idea of a voucher scheme and the access routes for businesses. JP expressed concerns about raising expectations amongst businesses where there are only a limited number of vouchers available. 

CB reminded members that they have been asked only to agree to the option of a voucher scheme. Specific operational and selection issues are the province of the PSC and will be explored by PSC members. Members were willing to proceed on this basis.

CB asked members whether they supported the inclusion of a loan fund as an option. NF confirmed that this offers an advantage in terms of achieving the N+2 target. JR mentioned that there has been some interest shown in loan funds, albeit more interest in voucher schemes because they are easier to manage.  

HC asked why a voucher scheme could not be in the form of a grant. JR confirmed that it could be but reminded members that the PMC had suggested a voucher scheme at the meeting in January.

JR explained the N+2 calculations in the paper and explained that the target is a significant challenge for the programme and the implications of failing to achieve it are that ERDF would be lost to the region.
CB asked JR to remind members how an open bidding round works. JR explained, that there are no pre-determined specifications and, although strategic priorities are given, applicants can submit any application so long as it is aligned with the Operational Programme.
JR explained the strategies the Secretariat has been pursuing to mitigate the risk around the N+2 target and explained that further activity is ongoing for these areas. JR thanked members for their help in publicising the three events and said that the majority of attendees were new to the programme. Unfortunately, there is no capacity in the team to run more events like this in the near future.  
JR explained that the Commission has confirmed that there need be no revisions to the Operational Programme to account for the flexibilities being adopted.
JR requested members to continue to support the achievement of N+2 by stimulating demand amongst potential applicants within the region.
CB questioned the N+2 figures and asked whether spending £1 million in five months is realistic. JR confirmed that this is feasible as we are looking at high value projects and a smaller number of them. Four projects with £1 million of ERDF would achieve N+2 and represents a manageable workload, whereas 40 projects of £100,000 ERDF would be unrealistic. 
CT queried why a loan fund should have a more significant impact on N+2 than another project. JR explained that this is because the entire ERDF allocation can be paid into a loan fund upfront and, provided the match funding is in place, the entire ERDF amount can then be counted as declared expenditure contributing towards the N+2 target. 
HC queried how much match funding was available from SEEDA. JR explained SEEDA has no match ring-fenced for round two. 
HC raised concerns about the provision of SEEDA match funding as she understood from the last meeting that although SEEDA’s match was reduced it had  not been removed. JR explained that applicants could seek match from SEEDA budget managers, though realistically it was unlikely to be forthcoming. The use of retrospective match from budgets already committed and spend already delivered is possible under the regulations. The Commission advise however that Managing Authorities taking this path must be mindful of the complex regulatory issues involved - and of the obligation to comply with public procurement, publicity, audit and other compliance issues. CB and SJ explained that Pam Alexander, SEEDA’s Chief Executive, had written to all partners to explain SEEDA’s position on business planning for 2009-10 and 2010-11 and that SEEDA budgets are under considerable pressure at this time. JR explained that other public match can be used to draw down ERDF money and said, the funding must have a strategic fit with the ERDF programme and must be “clean”,  i.e. the funding cannot have been used as match to draw down other European or domestic funding. 
CB pointed out as PMC members we cannot do a lot about not having money as match from SEEDA but we can raise concerns about the lack of money for match funding. CB suggested that we take a look at how much match has been spent in round two and analyse what impact no SEEDA match has had.

Committee members noted that funding from SEEDA has been depleted and has been committed against other budgets. The Commission has agreed that other public match funding was acceptable without the need to adjust the Operational Programme.
Action 4.1 Secretariat to give a report to members about match funding following receipt of applications after round two. This will include how much match is being provided against projects in round two and how much of that match is coming from SEEDA.

JR explained the reasons behind the rejection by the European Commission of the RDA compliance assessment submissions for the ERDF competitiveness programme. JR also explained current staffing levels and separation of functions within SEEDA. He added that the ERDF team will explore options for recruiting an additional part time staff member to carry out Article 13 visits and to deliver the separation of functions sought by the commission. 
CB asked NF to confirm he agrees with the approach outlined and NF replied that the audit service of the Commission would ultimately decide, in response to a question from CB.
5. Involving Micro and Small Enterprises (Ref: Paper 10/09)
CB introduced the paper and invited SL to summarise issues and proposals that followed from his and Jim Simms recent meeting with the secretariat. 
SL stated we are looking to have micro and small businesses involved in projects. SL felt though that the main concern relates to the capacity issue and how the ERDF team would manage the number of applications which may be received. JR explained there is a risk that there could be a large number of small projects. Specifically, to hit the N+2 target requires four projects at a value of £1million ERDF each or 40 projects at the value of £100,000 ERDF each. The ERDF team does not have the capacity to issue 40 funding agreements at a time. The simplest approach to this problem was to set a minimum number of projects to be supported below a given value and requested PMC members to endorse this approach.

CB questioned how this was different from round one. JR explained that involvement of micro and small businesses as applicants was not set as a priority in round one and the way project values are determined differs in round two. 
SL explained the principle behind not driving the small business away and the importance of publishing the opportunity to businesses. SL requested local authorities to encourage businesses to participate and also suggested publicity routes through FSB newsletters and via PSC/PMC members. 
HC believes co-ordination of applications would be a good idea and it will be good to have two or three projects across the region rather than having 500 weaker applications.
SJ raised concerns about the strategic impact of smaller projects and, although we do not want to discourage them, asked if PSC members can do something about the issue. CB agreed that we need to encourage applicants but be clear that the programme has a strategic approach. SL agreed and requested that PSC members discuss the risks in assessment.

CT raised concerns that there is no minimum project value set for the open bidding round and queried how the secretariat will manage if numerous applications for £50K projects were received. CB clarified that applicants will be aware of the selection criteria before applying. 
Action 5.1 Secretariat to set out issues around number and size of projects and their impact in guidance to applicants.
Members agreed that the paper presented a sensible approach and hoped that it will be successful. 

6. Technical Assistance Business Plan (Ref: Paper 11/09)
JR introduced the paper and explained the background to the Technical Assistance (TA) business plan for 2009-10. JR summarised the progress made in 2008-09 and advised that the main TA priority will be implementing the evaluation for the programme and following up on the development of the website. 
JR explained annex 2 in the paper (TA business plan for 2009-10) and drew specific attention to the ERDF staffing and contributions.

Members agreed the TA business plan.
7. Future meeting dates and themes (Ref: Paper 12/09)
These were presented to PMC. 

SJ and CB requested that the date of the next meeting (14th May) be revised. 

Action 7.1 Secretariat to re-visit meeting on 14th May 2009 and confirm venue.

Members agreed it was useful to move PMC meetings around the region.

CB mentioned that there has been a great deal of progess and that the Annual Implementation Report (AIR), to be presented for discussion at the next meeting, should include this. Members agreed and asked for information on what has been delivered and what has been achieved so far. 
Action 7.2 Secretariat to provide information on the progress of projects and programme to members for discussion of approval for the AIR.
CB also suggested that a project is invited to the next meeting to present to the Committee. Members agreed and HC requested a list of projects for members to select which project they would like to see.
Action 7.3 Secretariat to circulate a list projects to members. 

Action 7.4 Secretariat to invite project that members wish to see present to the next meeting. 

8.  AOB
No other business was raised.

Meeting closed.
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